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Introduction 


The twenty-seventh edition of the Stikeman Income Tax Act, Annotated publishes the Act as consolidated 
under R.S.C.. 1985 Sth Supplement, effective March 1, 1994..This edition is current to July 1, 1998 and 
incorporates amendments made by Bill C-28 (formerly Bill C-69) Income Tax. Amendment Act which re- 
ceived Royal Assent on June 18, 1998 as S.C. 1998, c. 19 and Bill C-36 1998 a Implementation Act 
which received Royal Assent on June 18, 1998 as S.C. 1998, c. 21. 


All amendments and proposed changes up to July 1, 1998 are consolidated within this edition. Included as 
proposed are the following: draft regulations relating to the retirement savings measures announced in the 
February 18, 1997 federal budget (as revised June 26, 1998); Bill C-43, An Act to establish the Canada 
Customs and Revenue Agency; and the budget proposals of the February 24, 1998 federal budget which are in 
the form of Notice of Ways and Means Motions and Budget Supplementary Information. A complete list of 
pending amendments is provided in the table of Proposed Amendments. 


To take fullest advantage of the information in this volume, the reader should refer both to the annotations 
following the provision under consideration and to the annotations at the end of sections. Occasionally anno- 
tations will also. appear at the end of a group of related sections or at the beginning or end of a Part of the Act. 
The categories of annotations, and other features of this Act, are discussed below. : 


Readers will note that the Government has not yet extensively revised the Regulations to reflect changed 
references to the Act made by the Fifth Supplement. We have therefore added the correct references in square 
brackets throughout the Regulations. 


At the end of the book, readers will find a comprehensive Topical Index that includes many terms not explic- 
itly found in the legislation, as well as acronyms. The index, as well as the annotations, reflect all the latest 
draft legislation and draft regulations. 


Related Provisions 


Where other sections of the Act are relevant to the interpretation or application ofa particular provision, these 
are noted. Note that there are occasional Related Provisions within the “shaded boxes”, tying proposed legis- 
lation to other parts of the Act. 


History/Origin 


As noted below, the History notes distinguish pre-RSC history from post-RSC history. As always, the notes 
indicate the period of application and any special transitional rules that may apply. 


Whereas the Origin notes in pre-RSC editions of the Stikeman Income Tax Act, Annotated referred to the pre- 
1972 Act, the Origin notes in this edition are attached to provisions in the Act which have been added by the 
Fifth Supplement. These are typically found where in the previous Act one provision contained definitions 
that also applied to other Parts or provisions. In many such instances the Fifth. Supplement added a new 
provision to that other Part or provision to more explicitly state the applicability of the definition. 


Selected Cases 


Leading cases follow the provisions of the Act that are most central to the point at issue. Each style of cause 
is followed by a case citation and a succinct one- or two-sentence digest of the case. The cases are selected, 
and the digests written, by Stikeman, Elliott lawyers under the direction of Richard Pound, Q.C. 


Definitions 


The Definitions annotations follow each section of the Act (except for certain Parts where the annotation falls 
at the end of the Part), and consist of an alphabetical list of the words and phrases in the section that are 
defined elsewhere in the Act, or other applicable legislation. 


income Tax Regulations/Income Tax Application Rules 


Cross references are provided where relevant. References are also provided to Draft Regulations where 
applicable. 


Introduction 


Forms/ Interpretation Bulletins/ Information Circulars/ |.T. Technical News/ Advance Tax 
Rulings/ Application Policies 

Forms, Bulletins, Circulars, Technical News, Advance Tax Rulings and Application Policies are listed fol- 
lowing the provisions to which they relate. To save valuable research time, the Stikeman Income Tax Act, 
Annotated provides the full title of these documents. 


Remission Orders 


Cross-references to Remission Orders are provided where relevant, and the full text of selected Remission 
Orders is reproduced following the Income Tax Regulations. 


R.S.C. 1985, Fifth Supplement 


The Act is now properly cited as R.S.C. 1985, c. 1 (Sth Supp.) and the Income Tax Act Application Rules are 
cited as R.S.C. 1985, c. 2 (Sth Supp.). The Fifth Supplement, as amended by the Income Tax Amendments 
Revision Act (Bill C-15), is deemed to have come into force on March 1, 1994. Furthermore it is deemed to 
be of retroactive effect to December 1, 1991. 


Although the sections of the Act have not been renumbered in the consolidation, there is considerable renum- 
bering within sections. As the explanatory note to the Fifth Supplement states about the Income Tax Act and 
the Income Tax Application Rules: 


As a general rule, the existing provisions of both Acts have not been renumbered. As a result, provisions 
repealed after 1971 or omitted from the revision because they were spent may have left gaps in the num- 
bering. The only structural changes made in the present revision concern certain definitions and some 
application and transitional provisions. 


Where one provision contained definitions that also applied to other Parts or provisions, especially if these 
were not in the immediate vicinity of the definition provision, the references to those other Parts or provi- 
sions were deleted in the existing definition provisions and new reference provisions inserted where they 
could be found easily. Where a definition applicable to the whole Act was found in a provision other than 
sections 248 to 260, it was made to apply only to its own provision or Part and a definition by reference 
was added to subsection 248(1). 


The Income Tax Act ... was practically the only important Act that continued to contain some series of 
definitions arranged in lettered paragraphs rather than being listed alphabetically in each official language. 
This situation was corrected in the present revision, and in the definitions that had to be rearranged, aii 
braic formulae were inserted where advisable. 


In addition to these more substantial changes there are puede of minor changes in wording to seibstitiied 
“the taxpayer” for “he”, and “total” for “aggregate”, and the like. 


The Stikeman Income Tax Act, Annotated continues to provide full history back to 1972. However, because 
the Fifth Supplement is of retroactive effect to December 1, 1991, and all subsequent changes to the Act have 
been recast to conform with the Fifth Supplement by the Income Tax Amendments Revision Act, it has be- 
come necessary to distinguish pre-RSC history from post-RSC history. This we have done with subheads 
within the history annotations. Further, we have included “bridges” to link one stream of history to the other 
where this is needed. These bridges are most often found (in italics at the beginning of the “pre-RSC His- 
tory”) following a defined term which is no longer part of the numbering scheme of the Act, where a link to 
the history of the previous, numbered provision will aid research. We have not, however, noted all the 
changes wrought by the Fifth Supplement, as many are simply minor changes in wording, as explained 
above. 


As always, we welcome comments and suggestions for future editions. 


Patrick Culhane 
Director, Accountant Market 
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Table of Amending Acts 


Year (S.C.) 

1970-71-72 

1970-71-72 

1972 

1973-74 

1973-74 

1973-74 

1973-74 (Family Allowances Act, 1973) 


1973-74 (Federal-Provincial Fiscal Arrangements Act, 1972, Federal-Pro- 


vincial Fiscal Revision Act, 1974 and Income Tax Act) « 
1973-74 (Residential Mortgage Financing Act) 

1973-74 (Election Expenses Act) . 

1974-75-76 

1974-75-76 (Cultural Property Export and Import Act) 
1974-75-76 (Old Age Security Act) 

1974-75-76 

1974-75-76 (Western Grain Stabilization Act) 

1974-75-76 (Halifax Relief Commission Pension Continuation Act) 
1974-75-76 (Compensation for Former Prisoners of War Act) 
1974-75-76 ~ . “s, 
1976-77 
1976-77 (Federal-Provincial Fiscal Arrangements and Established Pro- 
grams Financing Act) 

1977-78 — 

1977-78 (Employment Tax Credit Act) 

1977-78 ; ‘3 

1977-78 (Maritime Code) 

1977-78 

1978-79 (Child tax credit) 

1979 

1980-8 1-82-83 (Bank Act) “f 
1980-81-82-83 (Misc. Statute Law Amend. Act) 

1980-8 1-82-83 

1980-8 1-82-83 (Petroleum and Gas Revenue Tax) 

1980-8 1-82-83 (Retention of Records) 

1980-81-82-83 (Statute Law Relating to Taxes) 

1980-8 1-82-83 (National Training Act) 

1980-8 1-82-83 

1980-8 1-82-83 (Tax Court of Canada) 

1980-8 1-82-83 (Athletic Contests and Events Pools Act) 
1980-81-82-83 (Government Organization Act, 1983) 

1984 

1984 (Canada: Health Act) 

1984 (War Veterans Allowance) 

1984 (Canada-Nova Scotia Oil and Gas Agreement Act) 
1984 (Financial Administration Act) 

1984 

1985 (Sports Pool and Loto Canada Winding-Up Act) 

1985 (Aeronautics Act Amendment Act) 

1985 

1986 

1986 

1986 

1986 (Pension Benefits Standards: Act, 1986) 

1986 

1986 

1986 (Petroleum and Gas Revenue Tax) 

1987 (Canada-Newfoundland Atlantic Accord Implementation Act) 
1987 (Financial Institutions and Deposit Insurance System Amendment 
Act) 

1987 (National Transportation Act, 1987) 


1987 (Pension Act etc. Amendment Act) 


1987 


Chapter 


Vii 


63 


45 


46 


‘Royal Assent 


December 23, 1971 
December 23, 1971 
March 29, 1972 
April 18, 1973 
July 27, 1973 

July 27, 1973 
December 12, 1973 
December 12, 1973 


December 21, 1973 
January 14, 1974 
March 13, 1975 
June 19, 1975 
June 26, 1975 
December 2, 1975 
February 25, 1976 
February 25, 1976 
May 5, 1976 

July 16, 1976 
February 24, 1977 
March 31, 1977 © 


December 15, 1977 
February 2, 1978 
June 30, 1978 
June 30, 1978 


June 30, 1978 


December 12, 1978 
December 6, 1979 
November 26, 1980 
February 19, 1981 
February 26, 1981 
July 8, 1981 

June 22, 1982 
June 29, 1982 

July 7, 1982 
March 30, 1983 
June 29, 1983 

June 19, 1983 
November.17, 1983 
January 19, 1984 
April 17, 1984 
June 14, 1984 
June 29, 1984 
June 29, 1984 
December 20, 1984 
June 20, 1985 

June 28, 1985 
October 29, 1985 
February 13, 1986 
February 13, 1986 
June 17, 1986 
June 27, 1986 
November 5, 1986 
December 19, 1986 
December 19, 1986 
March 25, 1987 


June 30, 1987 (proclaimed July 2, 1987) 


August 28, 1987 (proclaimed January 


1988) j 
December 17, 1987 
1988) 

December 17, 1987 


(proclaimed February |}, 


Table of Amending Acts 


Year (S.C.) 

1988 (Canada-Nova Scotia Offshore Petroleum Resources Accord Imple- 
mentation Act) 

1988 (Criminal Code) 


1988 
1988 (Tax Court of Canada Amendment Act) 
1988 (Canada-U.S. Free Trade Agreement Implementation Act) 


1990 (Department of Industry, Science and Technology Act) 


1990 (Garnishment/Collection restrictions) 
1990 (Pension/Retirement Savings) 

1990 

1990 (Child tax credit) 

1990 (Goods and services tax) 


1991 (Farm Income Protection Act) 

1991 (An Act respecting insurance companies and fraternal benefit socie- 
ties) 

(1994: Income Tax Amendments Revision Act, Sch. I) 


1991 
(1994: Income Tax Amendments Revision Act, Sch. II) 


1992 (Miscellaneous Statute Law Amendment Act) 
(1994: Income Tax Amendments Revision Act, Sch. III) 


1992 (An Act to amend the Civilian War Pensions and Allowances Act. 
etc.) 
(1994: Income Tax Amendments Revision Act, Sch. IV) 


1992 (An Act to amend the Bankruptcy Act and the Income Tax Act) 
(1994: Income Tax Amendments Revision Act, Sch. V) 


1992 (An Act to amend the Excise Tax Act and the Income Tax Act) 
(1994: Income Tax Amendments Revision Act, Sch. VI) 


1992 (Child Tax Benefit) 
(1994: Income Tax Amendments Revision Act, Sch. VII) 


1993 
(1994: Income Tax Amendments Revision Act, Sch. VIII) 


1993 (An Act to amend the Excise Tax Act and other Acts) — 
(1994: Income Tax Amendments Revision Act, Sch. IX) 


1994 

1994 (Dept. of National Revenue Reorganization Act) 
1994 

1994 

1994 

1994 (Dept. of Agriculture Amendment Act) 

1994 (Dept. of Natural Resources Act) 

1995 (Dept. of Industry Act) 

1995 

1995 


1995 (Budget Implementation Act, 1995) 
1995 

1995 

1995 (Cultural Property Act) 


1995 (Excise Tax Act) 


1996 (Act to amend, enact and repeal certain laws relating to financial 
institutions) 


1996 (Department of Human Resources Development Act) 


1996 

1996 (Department of Employment Insurance Act) 
1997 (Excise Tax Act — GST Amendments) 
1997 (Bankruptcy and Insolvency Act) 

1997 (1996 Budget) 


Chapter 


Viii 


28 


51 


Royal Assent 
July 21, 1988 (in force December 22, 1989) 


September 13, 1988 (proclaimed January 1, 
1989) 

September 13, 1988 

September 22, 1988 

December 30, 1988 (proclaimed January 1, 
1989) 

January 30, 1990 (in force February 23, 
1990) 

June 27, 1990 

June 27, 1990 

October 23, 1990 

November 8, 1990 

December 17, 1990 (in force January 1, 
1991) 

April 11, 1991 (in force April 1,-1991) 
December 17, 1991 


May 12, 1994 (deemed in force March 1, 
1994) 

December 17, 1991 

May 12, 1994 (deemed in force March 1, 
1994) 

February 28, 1992 

May 12, 1994 (deemed in force March 1, 
1994) 

June 18, 1992 (in force July 1, 1992) 


May 12, 1994 (deemed in force March 1, 
1994) 

June 23, 1992 (in force November 30, 1992) 
May 12, 1994 (deemed in force March 1, 
1994) 

June 23, 1992 

May 12, 1994 (deemed in force March 1, 
1994) 

October 15, 1992 

May 12, 1994 (deemed in force March 1, 
1994) 

June 10, 1993 

May 12, 1994 (deemed in force March 1, 
1994) 

June 10, 1993 

May 12, 1994 (deemed in force March 1, 
1994) 

May 12, 1994 

May 12, 1994 

June 15, 1994 

June 23, 1994 

June 23, 1994 

November 24, 1994 

December 15, 1994 

March 16, 1995 

March 26, 1995 

June 15, 1995 (proclaimed in force July 12, 
1996) 

June 22, 1995 

June 22, 1995 

June 22, 1995 

December 5, 1995 (proclaimed in force July 
12, 1996) 

December 15, 1995 

May 29, 1996 (proclaimed in force June 28, 
1996) 

May 29, 1996 (proclaimed in force July 12, 
1996) 

June 20, 1996 

June 20, 1996 

March 20, 1997 

April 25, 1997 

April 25, 1997 


Bill 
C-75 


C-61 


C-139 
C-146 
C-2 


C-3 


C-51 
C-52 
C-28 
C-86 
C-62 


C-98 
C-28 


C-15 


C-18 
C-15 


C-35 
C-15 


C-84 


C-15 


C-22 
C-15 


C-75 
C-15 


C-80 
C-15 


C-92 
C-15 


C-112 
C-15 


Cc-9 

C-2 

C-27 
C-28 
C-32 
C-49 
C-48 
C-46 
C-59 
C-53 


C-76 
C-67 
C-70 
C-93 


C-103 
C-15 


C-11 


C-36 
C-12 
C-70 
C-5 

C-92 


Table of Amending Acts 


Year (S.C.) Chapter Royal Assent Bill 

1997 (1997 Budget) 26 April 25, 1997 C-93 
1998 19 June 18, 1998 C-28 
1998 (1998 Budget — partial) 2 June 18, 1998 C-36 


Commencement of Acts 
The Interpretation Act, RSC 1985, c. I-21, subsections 5(1) and (2) provide as follows: 


5. (1) Royal assent — The Clerk of the Parliaments shall endorse on every Act, immediately after its title, the day, month and year 
when the Act was assented to in Her Majesty’s name and the endorsement shall be a part of the Act. 


(2) Date of commencement — If no date of commencement is provided for in an Act, the date of commencement of that Act is the 
date of assent to the Act. 


Application of Amendments 


In a “History” or “Application” note, the phrase “applicable to 19 — et seq.”, used in connection with the 
application of an amendment, indicates that the amendment is applicable to the 19 — and subsequent taxa- 
tion years. 


Citation of Statutes 


In 1983 and previous years, federal statutes were cited by the date of the parliamentary session. Commencing 
in 1984, statutes have been cited by the date of the calendar year in which Royal Assent was granted. 


R.S.C. 1985 (5th Supp.) 


The Income Tax Act and Income Tax Application Rules were consolidated in the 5th Supplement of the 
Revised Statutes of Canada, 1985 (as cc. 1 and 2 respectively). The cut-off date for the 5th Supplement was 
November 30, 1991; the coming-into-force date was March 1, 1994. The income tax amending bills that were 
passed between these two dates were re-drafted to conform to the R.S.C. version of the Act. These re-drafted 
bills were issued as Schedules I to [IX of the Income Tax Amendments Revision Act, 1994, c. 7 (Bill C-15), 
which received Royal Assent on May 12, 1994. In the list of amending bills above, those Schedules are listed 
along with the original amending Bill. The relationship of those Bills and Schedules is as follows: 


1991, c. 47 — Sch. I 
c. 49 — Sch. II 
RIOD Seo — Sch. III 
c. 24 — Sch. [IV 
CHe27 — Sch. V 
c. 29 — Sch. VI 
c. 48 — Sch. VII 
1993, c. 24 — Sch. VIII 
Ci21 — Sch. IX 


Sections 4 to 7 of the Income Tax Amendments Revision Act read as follows: 
interpretation of Schedules 


4. Schedules assimilated to R.S.C. 1985 — A schedule shall be interpreted as if it were an amending Act contained in one of the 
supplements to the Revised Statutes of Canada, 1985 and enacted under the authority of the Statute Revision Act and the Revised 
Statutes of Canada, 1985 Act. 


5. Application of R.S., S-20, c. 40 (8rd Supp.) and c. 2 (5th Supp.) — For greater certainty, the Statute Revision Act, the Revised 
Statutes of Canada, 1985 Act and sections 69 and 74 to 78 of the Income Tax Application Rules apply to a schedule, with such 
modifications as the circumstances require. 


Coming into Force 


6. (1) Coming into force of Act — Subject to subsection (2), this Act comes into force, or is deemed to have come into force, on 
March 1, 1994. 


(2) Coming into force of schedules — Subject to any provision to the contrary in the schedules, each schedule is deemed to have 
come into force on the day the Act referred to in the heading of the schedule was assented to. 
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Table of Proposed Amendments 


The following table will assist readers in finding, in the shaded boxes throughout the Act and Regulations, 
the proposed amendments announced at various times. If you know the subject-matter of announced changes 
but cannot find them in the legislation, scan the “Subject”? column (or consult the Topical Index). If you know 
the date on which the changes were announced, use the first column, which lists the proposals in chronologi- 
cal order. | 


Where proposals do not include (and have not been superseded. by) draft legislation, the relevant portions of 
_the announcement or press release have been reproduced in shaded boxes as annotations to the provisions of 
the Act or Regulations that are expected to be amended... 


Except where indicated, all press releases and draft legislation emanate from the federal Department of Fi- 
nance (Distribution Centre: telephone 613-995-2855, fax 613-996-0518). See the various Special Releases of 
Carswell’s Canada Tax Service and Tax Times (the “pink sheets’). 


Bill no. or date of Public Reproduced at section no. 
Statement 


Draft legislation, December Interest. deductibility 20(1)(c), (qq), 20(3.1), (3.2), 
20, 1991 i. 2081 20/2 


Draft regulations, Definition of “pipeline” for CCA pur- Reg. 1104(2) 
December 23, 1991 poses (deferred) 


Press: releases; A. Limit on deductibility of provincial 18 [end] 
March 2, 1993 payroll and capital taxes 
Press release, Limit on deductibility of provincial 18 [end] | 
October 1, 1993 payroll and capital taxes 

; Capital gains exemption (legislation en- Reg. 2800(2) 

acted in Bill C-59) application 

Press release, | Limit on deductibility of provincial 18 [end] 
October 14, 1994 payroll and capital taxes 


Press release, Simplified filing requirements for regis- Reg. 8409(1) 
|December 20, 1994 tered pension plan information returns 


Federal budget, Certified film productions (see December 12, 1995 and 
February 27, 1995 (legisla- June 20, 1996 draft regula- 
tion enacted in 1996) tions) 


? 


Reporting payments in construction in- Reg. Part II [end] 
dustry 
Draft legislation and regula- Securities held by financial institutions 
tions, June 1, 1995 (legislation replaced by Bill C-28; regu- 
lations still pending) 


Reg. 304(1)(c)(ii), 2402, 
2405(3), (5), 2411, 
5100(1)“eligible corpora- 
tion2(e),-6201()6-1D), 
6209(b), 8102-8105, 
9000-9003, 9100-9104, 
9200-9204 


Reg. 8201 


Notice of Ways and Means 
Motion December 12, 1995 
(legislation enacted in 1998; 
regulations still pending) 
(1995 budget measures) 


Business year-end 


Reg. 2900(1) 


Reg. 1100(1)(m), 
1100(2)(a)(iii), 1101(5k.1), 
1106, 6701, Sch. If Cl. 10(s), 
(w), (x), Cl. 12(r) 


Certified film productions 
(see also June 20, 1996 draft regula- 
tions) 
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Table of Proposed Amendments 


Bill no. or date of Public Reproduced at section no. 
Statement 
Press release, 1996 automobile deduction limits, ben- Reg..7305, Lode, 
December 12, 1995 efit rates ; 2697 7307(1)-(3) 
Draft legislation and Foreign property (legislation enacted by Bill 
regulations, December 13, birt C-28) 
1995 _Reg...221, and 222 
Press release, Limit on deductibility of provincial . 18 [end] 
December 27, 1995 | payroll and capital taxes 
Agriculture and Agri-Food More farmers to benefit from tax defer- Reg. 7305 
Canada news release, Februa-. | ral program: Je 1990 4 iF JOM 

6, 1996 i . vig 1 
Press release, Resource allowance — draft amend- (see December 5, 1996 draft 
March 6, 1996 ments | ~ regulations) 
Press release, 
June 13, 1996 


Joint initiative to fight underground . Reg. Part II [end] 
Letter from Dept. of 


Finance to CBA/CICA, June 
17, 1996 


Requirement for non-resident to post ~-216(4) 


security 


(legislation enacted by Bill 
C-28); 
Reg. 231(4), (5), (6:1), 
~1106(1)“excluded produc- 
tion”, (7), 1202(5)(c) 


Reg. Part LXXXV 


Draft technical amendments (revising 
the April 26, 1995, June 1, 1995.and 
December 13 and 14, 1995 draft legis- 
lation) 


Press release, Review of Pension Benefits Standards 
July 24, 1996 Act : 


Motion, June 20, 1996 


(Act amendments — 
replaced by Bill C-92); Reg. 
1400-1408 
153(1) 


Draft legislation and Insurers’ policy reserves 
regulations, October 7, 1996 


Press release, Payroll reporting 
October 21, 1996 


Agriculture and: Agri-Food 
Canada news release, No- 
vember 17, 1996... 


Press release, 
November 29, 1996 

Notice of Ways and: Means 
Motion, December 5, 1996 
(legislation enacted in Bill C- 
92, April 25, 1997) (1996 
budget proposals) 


Reg. 7305 


Income from drought induced sales 


Limit on deductibility of provincial 
payroll and capital taxes 


Incentives to invest in renewable ener- (see September 16, 1997 
gy ) draft regulations) 


18 [end] 


Reg. 1100(1)(w)(i), 
1100(1)(x)@), 1100(1)(y)@), 
100(1)(ya)@), 1102(1)(a), 
1102(14.2), (14.3), (18), 
1104(2)“coal mine operator”, 
“specified temporary access 
road”, 1104(6.1), 1104(9)(g), 
(i)-(k), 1204(1)(b), 1204(3), 

1206(1) def’ns, 1210(2), 
1210.T°5Z05(1); sein ae, cl. 
8, 17,:29,49 


Flow-through shares Reg. 5300, 5301, 6202.1(5) 

Press release, Segregated fund policies and other an- (legislation enacted by 

December 19, 1996 nuity contracts Bill C-28) Reg. 304(1), 
4900(1) 


Xil 


Resource allowance and other matters 


Table of Proposed Amendments 


Bill no. or date of Public 
Statement 


Press release, 
December 23, 1996 


Draft regulations, 
February 17, 1997 


Federal budget, 

February 18, 1997 (draft leg- 
islation released July 31, 
1997, enacted by Bill C-28, 
B.6.01970, 4 oy 


Letter from Dept. of 
Finance to 
CICA/CBA, 

June 18, 1997 


Draft regulations, 
August 6, 1997 (see also Oc- 
tober 28, 


1997 press release) 


Subject 


1997 automobile deduction limits, ben- 
efit rates 


Retirement savings 


CPP/QPP lump sum payments 


Rae es 
Renewable energy, energy conservation 
and energy efficiency investments 


Reproduced at section no. 


Reg. 7305.1, 7306, - 
7307(1)—(3) 


(replaced by June 26, 1998 
draft regulations) 


Reg. 108(1) 


(see September 16, 1997 


Pension adjustment reversal (PAR) 


Mh 


draft regulations) 
(legislation enacted by Bill 


“eligible corporation” in Reg. Part LI 


C-28) 
Part LXXXIII [before Reg. 
8300] 
Reduction in minimum RRSP room Reg. 8301(6) 
Mutual fund corporations not excluded Reg. 5100(1)“eligible corpo- 
from | ration” 


(see October 29, 1997 draft 
legislation and regulations) 


Computer software tax shelters 


Draft regulations, 
September 16, 1997 


Reg. 1100(17)(b), (20.1), 
(20.2), 1101(5r) 


Renewable and non-renewable resource 
income taxation — Canadian renewable 
and conservation expense; CCA Class 


43.1 


Draft regulations, 
September 19, 1997 


Taxation of insurance companies 


Press release, 
October 2, 1997 


Press release, 
October 23, 1997 


Draft legislation and 
regulations, October 29, 1997 


Draft legislation and 
regulations, November 14, 
1997 


Agriculture and Agri-Food 
Canada news release, No- 
vember 17, 1997 


Press release, 
November 25, 1997 
Press release, 
December 4, 1997 
Press release, 
December 8, 1997 


Delay in foreign property reporting 


Reg. 1102(1)(a.1), 1206“Ca- 
nadian exploration and devel- 
opment overhead expense’, 
1219; Reg. 1102(21), Cl. 
43.1, Sched. Il 


a 


Reg. 804, 2400-2406, 
2410-2412, 8201, 8600 
def’ns, 8605(3) 


2I3:O(3) 


Foreign property limit for segregated 
funds 


12.2(1), 204.4(1), 206(1)‘‘for- 
eign property” 


Computer software tax shelters — tran- 
sitional relief (see August 6, 1997) 


Reg. 1100(20.1), (20.2) 


New film or video production services 
tax credit 


(legislation enacted 
by Bill C-28) 
Reg. Part XCI 


Impaired loans 


(legislation enacted by 
by Bill C-28) 
Reg. 6209(b), 8000, 8002, 
8006, 8007, 9004, 9103(2) 


Tax deferral on 1997 income from Reg. 7305 
drought induced sales 
Limit on deductibility of provincial 18 [end] 


payroll and capital taxes 


1998 automobile deduction limits, ben- 
efit rates 


Extended deadline for 1997 charitable 
donations 


Xiil 


Reg. 7305.1, 7306, 
7307(1)-(3) 
118.1(1)“total charitable 
gifts” 


Bill no. or date of Public 
Statement 


Draft legislation, 
December 23, 1997 


Press release, 
December 22, 1997 


Table of Proposed Amendments 


Subject 


Charitable donations and capital divi- 
dend account treatment 


Reproduced at section no. 


89(1)“capital dividend 
account’’(a)(i)(A) 


Seniors’ U.S. tax refunds 


122.7, Canada-U.S. Tax Con- 
vention, Art. X VIII 


Draft legislation, 
January 15, 1998 


Press release, 
Febru 5, 1998 


Mortgage investment corporations 


130.1(6)(d), (7) 


Revenue Canada news re- 
lease, 
February 16, 1998 


Agriculture and Agri-Food 
Canada news releases, 
February 18, 1998 


Federal budget, February 24, 


1998 


Extension of RRSP deadline due to ice 146(5)(a) 
|_ storm 
Details on extension of RRSP deadline 146(5)(a) 
due to ice storm 
Ontario, Alberta and Saskatchewan Reg. 7305 
farmers get tax deferral on 1997 in- 
come from drought-induced sales 
Supplementary personal tax credit 118(1)B(c) 
ae 
Reduction in surtax 180.11) 


Education credit for part-time students, 
student loans, RRSP withdrawals, 
RESP grants 


63(2.2), 118.6(2), 118.9, 
146.01, 146.1, 204.9(1)“ex- 
cess amount” 


Deduction for health and dental (PHSP) 
premiums 


20(1) fend] 


Alternative minimum tax 


Increase in child-care expense limits 
Home Buyers’ Plan eligibility 


Training of caregiver — medical ex- 
enses 


Disability tax credit certification by oc- 
cupational therapist or psychologist 


_127.520)(a) 
63(1), 1181) [end] 


146.01(1)“excluded with- 
drawal” 


118.2(2)(q) 


118.3(1)(a.2).- 


Emergency volunteers 


6(1)(b)(viii) 


Meal and entertainment expenses 


67.1(2)(d), (e), 110.7(4) 


Relocation and moving expenses, hous- 
ing loans 


6(1)(a), 62(3), 80.4(1) 


Certified cultural propert 


Mutual fund trust unit options 


118.1(10), 207.3 
7(1) 


|_Part VI surtax extended 


190.1(1.2)C 


pncaenan for countervailing and anti- 
dumping duties 


20(1) [end] 


Distributions by mutual fund trusts af- 


ter year-end Ye 
Prescribed financial institutions — 
large corporations tax 


Negative ITCs where materials dis- 
osed of 


Indirect assistance 


104(6) 


142.2(1)“financial institu- 
tion’, 181(1)“financial institu- 

tion’(g), 248(1)‘‘restricted 
financial institution’, “speci- 
fied financial institution’,Reg. 
8604 


127(9)“investment tax. credit” 


12(1)(x) | 


Treaty-exempt income 


X1V 


115(1)(a)(ii), 126(1) 


Table of Proposed Amendments 


Subject Reproduced at section no. 


Bill no. or date of Public 
Statement 


250(1) [end] 
1100 )(f)G 


115(2)(c), 250(1)(e) 


128.1(1)(b) 
212.1(1 


126(7)“non-business-income 


Dual-resident individuals 
Provisions re tax treaties 
Taxation of former residents: foreign 


Short-term securities acquisitions — 


foreign tax credit tax”’ 
Non-residents’ certificates of exemption 212(14) 
Amounts owing by non-residents 17(1) 


Triangular foreign mergers 87(9) 
Insurers’ earthquake reserves 20(7) 
First Nations taxation 81(1)(a) 


Reporting payments in construction in- 
dustry 


Reg. Part II [end] 


Revenue Canada news re- LSVCC investment deadline extensions 127.4(5) 
lease, for qualifying individuals 
March 3, 1998 stesge | 
Press release, April 14, 1998 Employee relocations — transitional re- 6(1)(a), 
lief 80.4(1) | 
Prescribed financial institutions Reg. 8604(w)-(z.6), 
8605(1)(c), (d) 


} 
Auditor General news re- 


llease, June 5, 1998 


220(1), (2.01), 221(1)(f), 
244(10), (13) 

(also 166.2(3), 170(1), (2), 
232(5)-(7), 165(2), 166.1(3), 
231.4(1), 231.5(1), 244(1), 
O)-@), A), G9) 
gee 


Canada Customs and Revenue Agency 
Act 


Foreign assets reporting requirement 


Draft regulations, June 11, 
1998 


Tax relief to small businesses for year 
2000 computer compliance 


Reg. 1100(1)(zg), (zh) 


Draft regulations, 
June 26, 1998 


Reg. 8300-8517 (esp. 
8304.1) 


Retirement savings — 1997 Budget 
measures (including pension adjustment 
reversal) 
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Tax Rates and Credits 


Federal Rates for Individuals — 1997 


For general rules see sections 117 to 122.64. See also Division E. 1 (sections 127.5 to. 127.55) regarding 
minimum tax and section 180.1 regarding surtaxes. Tax rates and exemptions for previous years are noted 
following section 117.1. 


If Taxable Income is: 


Over — But not over — The tax is: of the amount over — 
$ 0 $29,590 $0 + 17% ) $0 
29,590 59,180 : 5,030 + 26% 29,590 
59,180 — 12,724 + 29% 59,180 


Federal Surtax 


A surtax of 3% of federal tax is added after taking into account any applicable credits and after deducting any 
dividend tax credit and forward averaging tax credit. For the 1998 and subsequent taxation years, that surtax 
is eliminated for taxpayers earning up to approximately $50,000 and is reduced for taxpayers earning be- 
tween $50,000 and $65,000. The maximum surtax reduction for any one taxation year is $250. However, the 
maximum surtax reduction for the 1998 taxation year is one-half that amount, or $125. 


The surtax reduction is computed as follows: $250 less 6% of the amount by which an individual’ s Part I tax 
payable exceeds $8,333. 


Where basic federal tax, after deducting any applicable credits and before adding the 3% surtax, exceeds 
$12,500, an additional surtax of 5% of the basic federal tax in excess of $12,500 is applicable. 


Federal Credits for Individuals 


1998 
Basic personal credit: 118(1)(c)[note 1] $ 1,098 
Supplementary personal credit 85/170 
Maximum married credit or equivalent-to-spouse credit for a related dependant who is 915 
under 18, the taxpayer’s parent or grandparent, or infirm: 118(1)(a), (b) 
— spouse’s or dependant’s income threshold above which credit is reduced: 118(1)(a), (b) 538 
Infirm dependants age 18 or over: 118(1)(d) 400 
— Dependant’s income threshold above which credit is reduced 45103 
Age 65 or older: 118(2) [Note 2] 592 
— net income threshold for 1994 et seq. . 23,921 
Maximum pension credit: 118(3) 170 
Disability credit: 118.3(1) 720 
Medical expense credit: 118.2(1) 
— maximum reduction of allowable medical expenses , 1,614 
Gs T. credit: 122.5 
— for eligible individual, qualified relation (spouse or dependant under 19 for whom 198 
equivalent-to-spouse credit claimed) 
— for each qualified dependant 105 
— net income threshold PSEA 
Tax on old age security benefits: 180.2(1) 
— net income threshold 33,210 
Notes: 


1. Effective July 1, 1998, a supplementary personal tax credit of up to $85 (17% of $500) for single persons 
and up to $170 (17% of $1,000) for married persons is provided. For single persons, and for married 
persons who are the sole earners in their families, the credit is phased out at a rate of 4% of income over 
$6,956 (equal to the basic personal amount of $6,456 plus the $500 supplement). For a married person 
whose spouse has income, the credit is further reduced by the lesser of $85 and 17%. of the spouse’s 
income in excess of $6,956. 


XVli 


Tax Rates and Credits 


For 1998, only one-half of the maximum credit is allowed. 

2. The federal age amount, $3,482, that is used to determine the credit is reduced by an amount equal to 15% 
of a taxpayer’s net income in excess of $25,921. For 1995 and subsequent years the age credit is reduced 
to zero where net income is greater than $49,134. 


1998 Provincial Rates for Individuals (% of federal tax) | 

In addition to the tax under Part I of the federal Act, as above, an individual who resides in or has income 
earned in any of the provinces is also subject to provincial income tax. Except for Québec, which collects its 
own tax on separate tax returns, each province imposes a tax that is expressed as a percentage of the tax 
otherwise payable under Part I of the federal Act and this tax is collected for the province by the federal 
government on a joint tax return. Following are the rates for income tax and surtax imposed by the “agreeing 
provinces” for 1998: 


British Columbia (a) 50.5% New Brunswick (h) 61.0% 
Alberta (b) 44.0% Nova Scotia (i) et Pele 
Saskatchewan (c) 49.0% Prince Edward Island (j) 59.5% 
Manitoba (d) 51.0% Northwest Territories 45.0% 
Ontario (e) 42.75% Yukon Territory (k) 50.0% 
Québec (f) Non-resident 52.0% 
Newfoundland (g) 69.0% 

Notes: 


(a) The B.C. tax rate was reduced to 50.5%, effective July 1, 1997. The B.C. high income surtax for 1998 will 
be equal to 30% of provincial tax over $5,300 plus 26% of provincial tax over $8,660. 

(b) Effective January 1, 1998, the Alberta tax rate was reduced from 45.5% to 44.0%. A surtax of 8% of basic 
Alberta tax in excess of $3,500 and a flat tax of 0.5% of Alberta taxable income is also levied. 

(c) Saskatchewan reduced its general tax rate from 50% to 48%, effective July 1, 1998. The effective rate for 
1998 is therefore 49%. Saskatchewan also levies a flat tax of 2% of net income and a surtax of 15% of 
Saskatchewan tax (including flat tax) in excess of $4,000. A 10% “Debt Reduction Surtax’’ applies. to 
basic Saskatchewan tax plus the flat tax. 

(d) The 1998 Manitoba budget announced a reduction in the province’s general tax rate from 52% to 51%, 
effective January 1, 1998. A flat tax of 2% of net income and a surtax of 2% of net income in excess of 
$30,000 are also levied. 

(e) The 1998 Ontario budget announced. a reduction in the Ontario rate to 40.5%, effective July 1, 1998. The 
effective rate for 1998 is therefore 42.75%. The province’s high income surtax (the Fair Share Health 
Care Levy) for 1998 will be equal to 20% of Ontario tax over $4,057.50, plus 33% of Ontario tax over 
$5,217.50. For 1999 the Levy will be equal to 20% of Ontario tax over $3,845, plus 36% of Ontario tax 
over $4,800. 

(f) Québec collects its own taxes at the rates noted below. 

(g) A surtax of 10% applies to basic Newfoundland tax in excess of $7,900. 


(h) New Brunswick reduced its basic rate from 63% to 61%, effective January 1, 1998. The province also 
imposes a surtax of 8% on New Brunswick tax in excess of $13,500. 


(i) The Nova Scotia income tax rate was reduced from 58.5% to 57.5%, effective January 1, 1998. Nova 
Scotia also imposes a surtax of 10% on Nova Scotia tax in excess of $10,000. 


(j) A surtax of 10% applies to basic P.E.I. tax in excess of $5,200. 
(k) A surtax of 5% applies to Yukon Territory tax in excess of $6,000. 


1998 Québec Tax Rates for Individuals 


For the 1998 and subsequent taxation years, the province of Québec has shifted from a five-bracket personal 
income tax structure to a three-bracket system, as shown below. 


Income Tax Bracket Marginal Tax Rate 
Under $25,000 20% 
$25,000 — $50,000 23% 
Over $50,000 26% 


Notes: 


Quebec imposes an “anti-poverty” surtax equal to 0.3% of tax payable. The rates shown do not include 
this contribution. 
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Tax Rates and Credits 


The 5% surtax on income tax over $5,000 and the 5% surtax on income tax over $10,000 are eliminated 
for the 1998 and subsequent taxation years, as is the 2%. income tax reduction. 


Corporations: 1998 Federal Rates it | 
Standard % M&P % Active Business 


CCPC % 

Basic rate. . ) ) . 38.00 ' 38.00 38.00 

Less: Provincial abatement —. j (10.00) (10.00) - (10.00) 

6 , | . 28.00 Bo 28.00 ° 28.00 

Plus: Surtax at 4.0% Tai 1.12 PA? 
Less: M&P deduction aa ee Gil. 0) ad = 

Less: Small business deduction — _ (16.00) 

Total federal tax : 291 Rote pe 1S £2 


For general rules see Division E, subdivision b (sections 123 to 125.3). 


Corporations: 1998 Provincial Rates 


Ontario, Quebec and Alberta collect their own corporation income tax in separate tax returns. All other prov- 
inces (the “agreeing provinces’) express their tax rate as a stated percentage of taxable income as determined 
under the federal Act and Regulations, and their taxes are collected for them by. the federal, government. 
Following are the provincial income. tax rates effective January 1, 1998: 


Nfld. 5-14% PEL 75-16% Que. 5.91-9.15% Man. 9-17% Alta. 6-15.5% NWT.  5-14% 
N.S. 5-16% NB. 7-17% Ont. 9.17-15.5% Sask. 8-17% B.C. 9-16.5%  Y.T. 2.5-15% 
Newfoundland 


The Economic Diversification and Growth Enterprises Act (EDGE), effective December 23, 1994, provides a 
10-year tax holiday from all provincial taxes for qualifying corporations that establish a new business or 
undertaking or expand an existing one where there is a potential for: 


* a capital investment of at least $300,000; 
¢ incremental sales of at least $500,000; and 
¢ the creation and maintenance of at least 10 permanent jobs in the province. 
To qualify as an “EDGE” corporation, the corporation must also prove that it is creating a new business that: 
¢ provides a substantial net economic benefit to the province; 
¢ would not be established at that time in the province without the incentives; and 


¢ that those incentives do not provide the business with a direct competitive advantage over existing busi- 
nesses in the province. 


A qualifying business may still be eligible for some tax relief for the 5 years following the initial 10-year tax 
holiday. 
Québec 
These Québec rates are for active business only. Non-active business income is taxed provincially at 16.71%. 


Canadian-controlled private corporations are eligible for an exemption from tax on their first $200,000 of 
eligible business income earned during their first five years. 


For taxation years ending after June 30, 1994, the small business limit is reduced where the paid-up capital of 
a CCPC (and its associated corporations) is between $10 million and $15 million. 


Corporations are required to pay an additional contribution equal to 2.8% of their tax payable for the year. 
The contribution is in respect of the “Fonds des Lutte contre la pauvreté par la reinsertion au travail”. The 
rates shown include this contribution. 


Ontario 


In the 1998 budget, the province of Ontario announced a decrease in the small business tax rate from 9.5% to 
9.0%, effective May 5, 1998. The effective rate for calendar year companies for 1998 is therefore 9.17%. 


An Ontario surtax is levied on corporations claiming the Ontario small business deduction. The surtax is 
equal to the lesser of: 


¢ 4% of taxable income in excess of $200,000, and 
* the Ontario small business deduction claimed. 
Ontario also has a Corporate Minimum Tax, effective for taxation years beginning after 1993. 
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Tax Rates and Credits 


Manitoba 

The Manufacturing Investment Tax Credit announced in the 1992 budget has been extended to June 30, 2000. 
The credit is deductible against Manitoba corporation income tax. Unused investment credits are available for 
carry-forward for up to seven years, and carry-back to a maximum of three taxation years ending after March 
1 lapd 992, 

Saskatchewan 

Effective July 1, 1995, the corporate income tax rate for large manufacturers and processors with Saskatche- 
wan based operations will be reduced by a maximum of 7%. The reduction uses a base amount of 7% which 
will be multiplied by the corporation’s allocation of income to Saskatchewan to arrive at the net Saskatche- 
wan tax rate reduction. The net Saskatchewan tax rate reduction is then applied to the corporation’s Saskatch- 
ewan share of Canadian manufacturing and processing profits to determine the amount of the tax reduction. 
British Columbia 

The 1996 B.C. budget introduced a two-year income tax holiday for eligible new small businesses incorpo- 
rated on or after May 1, 1996 and before April 1, 2001. The tax holiday is only applicable to income that 
qualifies for the small business rate. Incorporated professionals and new corporations that are carrying on the 
same business as or are owned by the same persons as they were before May 1, 1996 are not eligible. As 
well, new corporations that are in a partnership or a joint venture with ineligible corporations, or were at any 
time since incorporation the beneficiary of a trust, do not qualify for the holiday. 

Prince Edward Island 


In its 1997 budget, Prince Edward Island announced an increase in its general corporate tax rate from 15% to 
16%, effective July 1, 1997. The full year rate for 1998 is therefore 16%. 
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245(3) Avoidance transaction 

245(4) Where subsec. (2) does not apply 
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245(6) Request for adjustments 

245(7) Exception 
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Detailed Table of Sections 
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No adjustment unless appropriate 
Provisions applicable to Part 
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250(7) Residence of a qualifying environmental trust 
251 
251(1) <Arm’s length 
251(2) Definition of “related persons” 
251(3) Corporations related through a third corporation 
251(3.1) Relation where amalgamation or merger 
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251.1(3) Definitions 
251.1(4) Interpretation 
OL 
252(1) Extended meaning of “child” 
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256(1) Associated corporations 
256(1.1) Definition of “specified class” 
256(1.2) Control, etc. 
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256(1.4) Options and rights 
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256(1.6) Exception 
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256(3)-(5) Saving provision 
256(5.1), (6) Control in fact 
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256(8) Deemed exercise of right 
256(8.1) Corporations without share capital 
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psa | Negative amounts 
258 
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258(2) Deemed dividend on term preferred share 
258(3) Deemed interest on preferred shares 
258(4) Exception 
258(5) Deemed interest on certain shares 
259 
259(1) Proportional holdings in trust property 
259(2) Proportional holdings in corporate property 
259(3) Election 
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259(5) Definitions 
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260(1) Definitions 
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260(6) Non-deductibility 
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Income Tax Act 


An Act Respecting Income Taxes 


REVISED STATUTES OF CANADA 1985, c. 1 (STH SUPPLEMENT), AS AMENDED BY 1994, 
CC. dB L321, 28,29) :387 4141995, ce. 1).3, 11) V5.4 85, 2145 385;465,19965:c¢., 6, bl, /2451235 1997, 
Coch 420255 26) Wa9ssFees THF DL 


REVISED STATUTES OF CANADA 1952, c. 148, PARTS I TO IIIA, V TO VII WERE RE- 
PEALED BY 1970-71-72, c. 63, s. 1 (PART I) AND NEW PARTS I TO XVII WERE SUBSTI- 
TUTED (THE “AMENDED ACT’), APPLICABLE BY s. 9 TO THE 1972, AND.SUBSEQUENT 

TAXATION YEARS. THE AMENDED ACT HAS BEEN AMENDED BY 1972, c. 9; 1973-74, cc. 

14, 29, 30, 44, 45, 49, 51; 1974-75-76, cc. 26, 50, 58, 71, 87, 88, 95, 106; 1976-77, c. 4, 10; 1977-78, 

ce. 1, 4, 32, 41, 42; 1978-79, c. 5; 1979, c. 5; 1980-81-82-83, cc. 40, 47, 48, 68, 102, 104, 109, 140,” 

158, 161, 167; 1984, .c. 1; 1984, cc. -6, 19,,29, 31, 45; 1985, cc. 22, 45; 1986, cc. 2, 6, 24, 40, 44, 55, 

58; 1987, cc. 3, 23, 34, 45, 46; 1988, cc. 28, 55, 65; 1990, cc. 1, 34, 35, 39, 42, 45; 1991, cc. 22, 47, 
49: 1999. icods) 24,27, 29, 48; 1993, .cci24ds 2. 


REVISED STATUTES OF CANADA 1952, c. 148, APPLICABLE TO THE 1953 AND SUBSE- 
QUENT TAXATION YEARS (THE “FORMER ACT”), WAS AMENDED BY 1952-53, c. 40; 1953- 
94,°¢. 375,1955,, cc. 54,595 1956,.¢. 3938957, c.. 29; POS FSS OTM OSG > CI 2VAIS OS CUA SO POGOe: 

43; 1960-61, cc. 17, 49; 1962-63, c. 8; 1963, cc. 21, 41; 1964-65, cc. 13, 26, 54; 1965, cc. 12, 18; 

1966-67, cc..25, 47, 69, 82, 84, 91, 96, 97; 1967-68, c. 38; 1968-69, cc. 28, 33, 44; 1969-70, c. 8; 

1970-71-72, cc. 1, 11, 30, 48, 63,64. 


1. Short title — This Act may be cited as the In- 
come Tax Act. 


Part |— Income Tax 
Division A — Liability for Tax 


2. (1) Tax payable by persons resident in 
Canada — An income tax shall be paid, as required 
by this Act, on the taxable income for each taxation 
year of every person resident in Canada at any time 
in the year. 


Related Provisions: 2(2) — Cilculatign of taxable income; 
96 — Partnerships and their members; 104 -— Trusts and estates; 
114 — Residence for part of year; 126 — Foreign tax credit; 
127.5 — Alternative minimum tax; 149 — Exempt persons; 250 — 
Extended meaning of resident: 


Selected Cases [subsec. 2(1)]: Fischer v. Canada, [1995] | 
C.T.C. 2011 (TCC) (Factors considered where connections: with 
both Japan and Canada); Wassick v. Canada, [1994] 2 C.T.C. 2235 
(TCC) (Factors considered by Court in determination of residence); 
The Queen v. Bergelt, [1986] 1 C.T.C. 212 (FCTD) (Taxpayer sev- 
ered residential ties by taking permanent job in U.S.); The Queen v. 
Gurd’s Products Co. Ltd., {1985] 2 C.T.C. 85 (FCA); leave to ap- 
peal to SCC refused (sub nom. Gurd’s Products v. MNR) (1985), 64 
NR. 156 (note) (Wholly owned Canadian subsidiary carrying. on 
business in Canada deemed to be resident despite central. manage- 
ment and control in U.S.); Thibodeau Family Trust v. The Queen, 
[1978] C.T.C. 539 (FCTD) (Trust non-resident where majority of 
trustees reside in Bermuda; trust cannot be resident in two places); 
MNR vy. Stickel, [1974] C.T.C. 416 (SCC) (Retention of U.S. resi- 
dence for purposes of treaty exemption from Canadian tax related to 
period of employment as teacher, not to length of visit); Zehnder & 
Co. v. MNR, [1970] C.T.C. 85 (Exch) (Taxpayer company resident 
when authority vested in Canadian directors despite non-resident 
shareholders); Bedford Overseas Freighters Ltd. v. MNR, (1970) 


C.T.C. 69 (Exch) (Taxpayer company resident when authority 
vested in Canadian directors); MNR v. Crossley Carpets (Canada) 
Ltd., [1968] C.T.C. 570 (Exch). (Where central management and 
control exercised in two countries, corporation had dual residence); 
Schujahn v. MNR, [1962] C.T.C. 364 (Exch) (Intention not relevant; 
residence is question of fact). 

Interpretation Bulletins: IT-106R2: Crown corporation employ- 
ees abroad; [T-193 SR: Taxable income of individuals. resident in 
Canada during part of a year (Special Release); IT-221R2: Determi- 
nation of an individual’s residence status; IT-447: Residence of a 
trust or estate. 


(2) Taxable income — The taxable income of a 
taxpayer for a taxation year is the taxpayer’s income 
for the year plus the additions and minus the deduc- 
tions permitted by Division C. 

Related Provisions: 3 — Income for taxation year; 15.1(2)(c) — 
Issuer of small business development bond; 33.1 — Calculation of 
income for international banking centre; 110.4(2) — Addition under 
forward averaging rules; 110.5 — Additions for foreign tax deduc- 
tions; 248(1) — “Taxable income” may not be less than nil. 
Pre-RSC History: Subsec. 2(2) amended by 1985, c. 45, s. 1 to 
substitute “additions” for “addition”, applicable to 1985 et seq. 


| Subsec. 2(2) substituted by 1984, c. 1, s. 1, applicable to 1983 et 


seq., to add “plus the addition and”. 


(3) Tax payable by non-resident persons — 
Where a person who is not taxable under subsection 
(1) for a taxation year 

(a) was employed in Canada, 

(b) carried on a business in Canada, or 

(c) disposed. of a taxable Canadian property, 
at any time in the year or a previous year, an income 
tax shall be paid, as. required by. this Act, on the per- 
son’s taxable income: earned in Canada for the year 
determined in accordance with Division D. 
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Related Provisions [subsec. 2(3)]: 96(1.6) — Members of 
partnership deemed carrying on business in Canada; 114 — Resi- 
dence for part of year; 115(2)(d) — Non-resident deemed employed 
in Canada; 212-219 — Tax on non-residents; 253 — Extended 


meaning of carrying on business in Canada; 217(3)(a) — Non-resi-* 


dent who makes election is deemed employed in Canada; Canada- 
U.S. Tax Convention, Art. VII — Business profits of U.S. resident. 


Selected Cases [subsec. 2(3)]: Placrefid Ltd. v. MNR, [1992] 2 
C.T.C. 198 (FCTD) (Payment to cancel settlement agreement not 
proceeds of disposition of option); Randall v. The Queen, [1985] 1 
C.T.C. 268 (FCTD) (Inactive non-resident partner taxable on profit 
participation); Pullman v. The Queen, [1983] C.T.C. 52 (FCTD) 
(Non-resident not taxable if not carrying on business in Canada); 
Loeck v. The Queen, [1982] C.T.C. 64 (FCA) (Real estate transac- 
tions carried out by agent for non-resident constitute adventure in 
nature of trade); Rutenberg v. MNR, [1979] C.T.C. 459 (FCA) (U.S. 
resident’s transactions through Canadian broker not sheltered by 
Canada-U.S. Tax Convention); Abed v. MNR, [1978] C.T.C. 5 
(FCTD) (Non-resident taxable when carrying on business in Canada 
despite no permanent establishment); Masri v. MNR, [1973] C.T.C. 
448 (FCTD) (U.S. resident carrying on business in Canada exempt 
under Canada-U.S. Tax Convention where no permanent establish- 
ment in Canada); Tara Exploration and Development Co. Ltd. vy. 
MNR, [1972] C.T.C. 328 (SCC) (Adventure in the nature of trade 
taxable despite no permanent establishment in Canada). 


Interpretation Bulletins [subsec. 2(3)]: IT-113R4: Benefits to 
employees — stock options; IT-168R3: Athletes and players em- 
ployed by football, hockey and similar clubs; [T-171R2: Non-resi- 
dent individuals — computation of taxable income earned in Can- 
ada and non-refundable tax credits; IT-176R2: Taxable Canadian 
property — Interests in and options on real property and shares; 
IT-193 SR: Taxable income of individuals resident in Canada dur- 
ing part of a year (Special Release); IT-221R2: Determination of an 
individual’s residence status; IT-262R2: Losses of non-residents 
and part-year residents; IT-298: Canada-U.S. Tax. Convention — 
number of days “present” in Canada; IT-393R2: Election re tax on 
rents and timber royalties — non-residents; IT-420R3: Non-re- 
sidents — income earned in Canada; [T-421R2: Benefits to individ- 
uals, corporations and shareholders from loans or debt; IT-434R: 
Rental of real property by individual. 


Selected Cases [s. 2]: Hertel (M.) v. MNR, [1993] 2 C.T.C. 2050 
(TCC) (Dual resident was German resident under treaty). 


Definitions [s. 2]: “business”, “employed” — 248(1); “employed 
in Canada” — 115(2)(d); “non-resident”, “person”, “‘property” — 
248(1); “resident in Canada” — 250; “taxable Canadian prop- 
erty” — 248(1); “taxable income” — 2(2), 248(1); “taxable income 
earned in Canada” — 115(1), 248(1); “taxation year” — 249; “tax- 
payer” — 248(1). 


Forms [s. 2]: NR71: Determination of residency for spouses and 
dependent children; NR72: Determination of residency for employ- 
ees posted abroad; NR73: Determination of residency status (leav- 
ing Canada); NR74: Determination of residency status (entering 
Canada). 


Division B — Computation of 
Income 


Basic Rules 


3. Income for taxation year — The income of a 
taxpayer for a taxation year for the purposes of this 
Part is the taxpayer’s income for the year determined 
by the following rules: 


(a) determine the total of all amounts each of 
which is the taxpayer’s income for the year (other 
than a taxable capital gain from the disposition of 
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a property) from a source inside or outside Can- 
ada, including, without restricting the generality 
of the foregoing, the taxpayer’s income for the 
year from each office, employment, business and 
property, 
(b) determine the amount, if any, by which 

(i) the total of 


(A) all of the taxpayer’s taxable capital 
gains for the year from dispositions of 
property other than listed personal prop- 
erty, and ; 


_ (B) the taxpayer’s taxable net gain for the 
year from dispositions of listed personal 
property, ; 

exceeds 


(ii) the amount, if any, by which the tax- 
payer’s allowable capital losses for the year 
from dispositions of property other than listed 
personal property exceed the taxpayer’s al- 
lowable business investment losses for the 
year, 


(c) determine the amount, if any, by which the to- 
tal determined under paragraph (a) plus the 
amount determined under paragraph (b) exceeds 
the total of the deductions permitted by subdivi- 
sion e in computing the taxpayer’s income for the 
year (except to the extent that those deductions, if 
any, have been taken into account in determining 
the total referred to in paragraph (a)), and 


(d) determine the amount, if any, by which the 
amount determined under paragraph (c) exceeds 
the total of all amounts each of which is the tax- 
payer’s loss for the year from an office, employ- 
ment, business or property. or the taxpayer’s. al- 
lowable business investment loss for the year, 


and for the purposes of this Part, 


(e) where an amount is determined under para- 
graph (d) for the year in respect of the taxpayer, 
the taxpayer’s income for the year is the amount 
so determined, and 


(f) in any other case, the taxpayer shall be 
deemed to have income for the year in an amount 
equal to zero. 

History: That portion of s. 3 following para. (d) substituted by 


1994, c. 7, Sch. I (1991, c. 49), s. 1, applicable to 1990 et seg. That 
portion formerly read: 


and the amount, if any, determined under paragraph (d) is the 
taxpayer’s income for the year for the purposes of this Part. 


Pre-RSC History: Cl. 3(b)(i)(C) repealed ‘applicable to 1986 et 
seq. and all that portion following para. 3(c) substituted applicable 
to 1985 et seg. by 1986, c. 6, s. 1; for the 1985 taxation year, that 
portion of s. 3 following para. (c) shall be read as follows: 


(d) determine the amount, if any, by which the amount deter- 
mined under paragraph (c) exceeds the aggregate of 


(i) the aggregate of amounts each of which is his loss for 
the year from an office, employment, business or prop- 
erty or his allowable business investment loss’ for the 
year, and 
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(ii) the amount, if any, by which the amount determined 
under subclause (b)(i)(C)(II) exceeds the amount deter- 
mined under subclause (b)(i)(C)(I); and 


(e) determine the amount, if any, by which the amount deter- 
mined under paragraph (d) exceeds the least of 


(i) the amount, if any, by which the amount determined 
under subparagraph (b)(ii) exceeds the aggregate deter- 
mined under subparagraph (b)(i), 


(ii) the amount, if any, that would be determined under 
subparagraph (i) if the taxpayer’s capital gains and allow- 
able capital losses for the year did not include those aris- 
ing on the disposition by him of properties in the. year 
and after May 22, 1985 and, for the purposes of this 
subparagraph, 
(A) a disposition of property made by the taxpayer 
after May 22, 1985 and before 1986 pursuant to an 
agreement in writing entered into before May 23, 
1985 shall be deemed to have been made by him in 
the year and prior to May 23, 1985, 


(B) a capital gains dividend received by the taxpayer 
after May 22, 1985 shall be deemed to be a capital 
gain of the taxpayer from the disposition of property 
by him after May 22, 1985, and 


(C) an amount designated by a trust under subsection 
104(21) in respect of its net taxable capital gains in 
respect of the taxpayer in the return of the trust’s in- 
come for a taxation year ending after May 22, 1985 
shall be deemed to be a taxable capital gain of the 
taxpayer from the disposition: of property by him af- 
ter May 22, 1985, and 


(11) $2,000, or if the taxpayer is a corporation, nil; 
and the amount, if any, determined under paragraph (e) is the 
taxpayer’s income for the year for the purposes of this Part. 
Cl. 3(b)(i)(C) and that portion following para, 3(c) formerly read: 
(C) the amount, if any, by which 
(1) the aggregate of his taxable capital gains for the year 
from indexed security investment plans 
exceeds 
(II) the aggregate of his allowable capital losses: for the 
year from indexed security investment plans, 


(d) determine the amount, if any, by which the remainder de- 
termined under paragraph (c) exceeds the aggregate of 


(i) the aggregate of amounts each of which is his loss for 
the year from an office, employment, business or prop- 
erty or his allowable business investment loss for the 
year, and 

(ii) the amount, if any, by which the amount determined 
under subclause (b)()(C)(II) exceeds the amount deter- 
mined under subclause (b)(i)(C)(I); and 


(e) determine the amount, if any, by which the remainder de- 
termined under paragraph (d) exceeds the lesser of 


(i) the amount, if any, by which the amount determined 
under subparagraph (b)(ii) exceeds the aggregate deter- 
mined under subparagraph (b)(i), and 

(ii) $2,000, or if the taxpayer is a corporation nil; 


and the remainder, if any, obtained under paragraph (e) is the 
taxpayer’s income for the year for the purposes of this Part. 


Subpara. 3(b)(i), para. 3(d) substituted by 1984, c. 1, subsecs. 2(1), 
(2), applicable to taxation years ending after Sept 30, 1983. 
Subpara. 3(b)(i), para. 3(d) formerly read: 


(i) the aggregate of his taxable capital gains for the year 
from dispositions of property other than listed personal 
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property, and his taxable net gain for the year from dispo- 
sitions of listed personal property, 


(d) determine the amount, if any, by,which the remainder de- 
termined under paragraph (c) exceeds the aggregate of 
amounts each of which is his loss for the year from an office, 
employment, business or property or his allowable business 
investment loss for the year; and 


Subpara. 3(b)(ii), para. 3(d) substituted by 1977-78, c. 42, subsecs. 
1(1), (2), applicable to 1978 et seg. Subpara. 3(b)(ii), para. 3(d) for- 
merly read: 


(i1) his allowable capital losses for the year from disposi- 
- tions of property other than listed personal property; 


(d) determine the amount, if any, by which the remainder de- 
termined under paragraph (c) exceeds the aggregate of 
amounts each of which is his loss for the year from an yadls 
employment, business or property; and 


Subpara. 3(e)(11) substituted by 1977-78, c. 1, s. 1, applicable to 
1977 et seq., to substitute “$2,000” for “$1,000”. 


Selected Cases [s. 3]: Endres v..R., [1998] 1 C.T.C. 2259 (TCC) 
(Absence of visa and maintenance of Canadian medicare coverage 
did not affect non-resident status); Boston v. R., [1998] 1 C.T.C. 
2217 (TCC) (Residence outside Canada even though wife remained 
in Canada); Mastri v. R., [1997] 3 C.T.C. 234 (FCA) (No “source” 
of income if no reasonable expectation of profit); Fortino v. Can- 
ada, [1997] 2 C.T.C. 2184 (TCC) (Non-competition agreement not 
a source of income); Schwartz v. Canada, [1996] 1 C.T.C. 303 
(SCC) (Provision contemplates taxability of income from 
unenumerated sources); Bellingham v. Canada, [1996] 1 C.T.C. 187 
(FCA) (“Additional” interest in expropriation not income property 
nor income from a “source” and not taxable); The Queen v. Fries, 
[1990] 2 C.T.C. 439 (SCC) (Strike pay from union defence fund not 
income); Beigue v. The Queen, [1981] C.T.C. 75 (FCA) (Attempt to 
split income between husband and wife under Quebec law not 
allowed). 

Definitions [s. 3]: 
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“allowable business investment loss”, “‘allowa- 
ble capital loss” — 38(b), 248(1); “amount”, “business” — 248(1); 
“Canada” — 255; “employment” — 248(1); “foreign resource prop- 
TANIA er 66(15), 248(1); “listed personal property” — 54, 248(1); 
“office”, “property” — 248(1); “ 
248(1); “taxable net gain” —41(1), 248(1); 
11(2), 249; “taxpayer” — 248(1). : 


I.T. Application Rules: 20(3)(c), 20(5)(c). 


Interpretation Bulletins: IT-98R2: Investment corporations; IT- 
134R: Capital gains and losses on dispositions of business property 
by an individual; IT-138R: Computation and flow-through of part- 
nership income; IT-169: Price adjustment clauses; IT-193 SR: Tax- 
able income of individuals resident in Canada during part of a year 
(Special Release); IT-206R: Separate businesses; IT-232R3: 
Losses — their ‘deductibility in the loss year or other years; IT- 
256R: Gains from theft, defalcation or embezzlement; IT-262R2: 
Losses of non-residents and part-year residents; IT-270R2: Foreign 
tax credit; IT-334R2: Miscellaneous receipts; IT-365R2: Damages, 
settlements and similar receipts; IT-377R: Director’s, executor’s or 
juror’s fees; IT-381R3: Trusts — capital gains and losses and the 
flow-through of taxable capital gains to beneficiaries; IT-393R2: 
Election re tax on rents and timber royalties — non-residents; IT- 
395R: Foreign tax credit — foreign-source capital gains and losses; 
IT-420R3: Non-residents — income earned in Canada; IT-434R: 
Rental of real property by individual; IT-484R2: Business invest- 
ment losses; IT-490: Barter transactions; IT-495R2: Child care 
expenses. 


“taxation year” — 


Advance Tax Ruling: ATR-40: Taxability of receipts under a 
structured settlement; ATR-50:; Structured settlement; ATR-68: 
Structured settlement. 


Forms: 1776: Statement of real estate rentals. 


S. 4(1) 


4. (1) Income or loss from a source or from 
sources in a place — For the purposes of this 
Act, 


(a) a taxpayer’s income or loss for a taxation year 
from an office, employment, business, property 
or other source, or from sources in a particular 
place, is the taxpayer’s income or loss, as the 
case may be, computed in accordance with this 
Act on the assumption that the taxpayer had dur- 
ing the taxation year no income or loss except 
from that source or no income or loss except 
from those sources,.as the case may be, and was 
allowed no deductions in computing the tax- 
payer’s income for the taxation year except such 
deductions as may reasonably be regarded as 
wholly applicable to that source or to those 
sources, as the case may be, and except such part 
of any other deductions as may reasonably be re- 
garded as applicable thereto; and 


(b) where the business carried on by a taxpayer or 
the duties of the office or employment performed 
by the taxpayer was carried on or. were per- 
formed, as the case may be, partly.in one place 
and partly in another place, the taxpayer’s income 
or loss for the taxation year from the business 
carried on, or the duties performed, by the tax- 
payer in a particular place is the taxpayer’s in- 
come or loss, as the case may be, computed in 
accordance with this Act on the assumption that 
the taxpayer had during the taxation year no in- 
come or loss except from the part of the business 
that was carried on in that particular place or no 
income or loss except from the part of those du- 
ties that were performed in that particular place, 
as the case may be, and was allowed no deduc- 
tions in computing the taxpayer’s income for the 
taxation year except such deductions as may rea- 
sonably be regarded as wholly applicable to that 
part of the business or to those duties, as the case 
may be, and except such part of any other deduc- 
tions as may reasonably be regarded as applicable 
thereto. 

Related Provisions: 96(1)(f)— Source of income preserved 


when flows through partnership; 108(5) — Source of income lost 
when flows through trust. 


Selected Cases [subsec. 4(1)]: Interprovincial Pipe Line Co. y. 
MNR, [1968] C.T.C. 156 (SCC) (To determine income from a 
source, taxpayer required to deduct interest paid to Canadian lend- 
ers from interest received from U.S. subsidiary). 


Interpretation Bulletins: [T-362R: Patronage dividends. 


(2) Idem — Subject to subsection (3), in applying 
subsection (1) for the purposes of this Part, no de- 
ductions permitted by sections 60 to 64 apply either 
wholly or in part to a particular source or to sources 
in a particular. place. 


History: Subsec. 4(2) substituted by 1994, c. 21, subsec. 1(1), ap- 
plicable to 1989 et seg. That subsec. formerly read: 


(2) Idem — Subject to subsection (3), in applying subsection 
(1) for the purposes of this Part, no deductions permitted by 
sections 60 to 63 are applicable either wholly or in part-to a 
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particular source or to sources in a particular place, as the 
case may be. 


(3) Deductions applicable — In applying subsec- 
tion (1) for the purposes of subsections 104(22) and 
(22.1) and sections 115 and 126, 


(a) subject to paragraph (b), all deductions per- 
mitted in computing a taxpayer’s income for a 
taxation year for the purposes of this Part, except 
any deduction permitted by any of paragraphs 
60(b) to (0), (p), (r) and (v) to (w), shall apply 
either wholly or in part to a particular source or to 
sources in a particular place; and 


(b) any deduction permitted by, subsection 104(6) 
or (12) shall not apply either wholly or in part to 
a source in a country other than Canada. 


History: Subsec. 4(3) substituted by 1994, c. 21, subsec. 1(2), ap- 
plicable to taxation years ending after November 12, 1981, except 
that for taxation years that begin before 1993, the subsec. shall be 
read as follows: 


(3) The following rules apply for the purposes of this Act: 


(a) in applying paragraph (1)(b) for the purposes of sec- 
tions 115 and 126, subject to paragraph (b), all deduc- 
tions permitted in computing a taxpayer's income for a 
taxation year for the purposes of this Part shall apply e1- 
ther wholly or in part to a particular source or to sources 
in a particular place; and 


(b) in applying subsection (1) for the purposes of subsec- 
tions 104(22) and (22.1) and sections 115,and 126, 


(1) any deduction permitted. by any .of paragraphs 
60(b) to (0), (p), (r) and (v) to (w) shall not apply 
either wholly or in part to a particular source or to 
sources in a particular place, and 


(ii) any deduction permitted by subsection 104(6) or 
(12) shall not apply either wholly or in part to a 
source in a country other than Canada. 


Subsec. 4(3) formerly read: 


(3) Deductions applicable — In applying paragraph (1)(b) 
for the purposes of sections 115 and 126, all deductions al- 
lowed in computing the income of a taxpayer for a taxation 
year for the purposes of this Part, except any deduction per- 
mitted by paragraph 60(b), (c), (d) or (i), shall be deemed ‘to 
be applicable either wholly or in part to a particular source or 
to sources in a particular place, as. the case may be. 


(4) [Repealed] 


Related Provisions: 181(4), 190(2) — Similar rules for Part 1.3 
and Part VI taxes. 


History: Subsec. 4(4) repealed by 1996, c. 21,s. 2, applicable to 
taxation years that end after July 19, 1995. The subsec. formerly 
read: 


(4) Limitation respecting inclusions and deductions — 
Unless a contrary intention is evident, no provision. of this 
Part shall be read or construed to require the inclusion or to 
permit the deduction, either directly or indirectly, in comput- 
ing a taxpayer’s income for a taxation year or the taxpayer’s 
income or loss for a taxation year from a particular source or 
from sources ina particular place, of any amount to the extent 
that that amount has been directly or indirectly included or 
deducted, as the case may be, in computing such income. or 
loss for the year or any preceding taxation, year under, in,ac- ‘ 
cordance with or because of any other provision of this Part. 


Subsec. 4(4) amended by 1994, c. 7,Sch. II (1991, ¢..49), s. 2, to 
add “either directly or indirectly,” and “directly or indirectly”, and 
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“for the year or any preceding taxation year’, applicable to 1990 er 
seq. 

Interpretation Bulletins: IT-421R2: Benefits to individuals, cor- 
porations and shareholders from loans or debt. 

Definitions [s. 4]: “amount”, “business” — 248(1); “Canada” — 
255; “employment”, “office”, “property” — 248(1); “taxation 
year” — 11(2), 249; “taxpayer” — 248(1). 

Interpretation Bulletins [s. 4]: IT-256R: Gains from theft, defal- 
cation or embezzlement; IT-270R2: Foreign tax credit; IT-377R: 
Director’s, executor’s or juror’s fees; IT-420R3: Non-residents — 
income earned in Canada. 


Subdivision a— Income or Loss 
from an Office or Employment 


Basic Rules 


5. (1) Income from office or employment — 
Subject to this Part, a taxpayer’s income for a taxa- 
tion year from an office or employment is the salary, 
wages and other remuneration, including gratuities, 
received by the taxpayer in the year. 


Related Provisions: 4(1)— Income or loss. froma source or 
from sources in a place; 6 — Amounts included as income from of- 
fice or employment; 8(1)(n) — Reimbursement of salary for periods 
when not employed; 87(2)(k) — Amalgamations — Amount re- 
ceived by employee from new corporation; 115(1)(a)G) — Non-res- 
ident’s taxable income earned in Canada; 149(1)(a), (b) — Exempt 
individuals; 153(1)(a)— Withholding; Canada-U.S. tax treaty, Art. 
XV, XVI — Taxation of dependent personal services. 


Selected Cases [subsec. 5(1)]: Shultz v. Canada, October 15, 
1996, Court File No. 96-29098 (unreported) (TCC) (Bonus payment 
received in respect of period when taxpayer was non-resident was 
taxable. Compare Hewitt); Gernhart v. Canada, {1996] 3 C.T.C. 
2369 (TCC) (Tax equalization payment was remuneration and taxa- 
ble benefit); Placer Dome Inc. v. Canada, |1992] 2 C.T.C. 99 


(FCA); leave ‘to: appeal to SCC refused (1993), 151 NR 392 (note) - 


(Payments by employer into employees’ stock purchase plan gov- 
erned by subsection 7(3); not deductible remuneration); Canada v. 
G.R. Chrapko, {1988] 2 C.T.C. 342 (FCA) (Cashier required to in- 
clude cash shortages withheld from wages); McNeill v. The Queen, 
[1986].2 C.T.C. 352 (FCTD) (Relocation allowance is not income 
when unrelated to contract of employment and services rendered); 
Nowegijick v. The Queen, [1983] C.T.C. 20 (SCC) (Income from 
services performed by Indian off reserve for corporation with head 
office on reserve was not taxable); Lawson v. The Queen, [1982] 
C.T.C. 368 (FCTD) (Payment for settlement of wrongful dismissal 
claim taxable); Dauphinée v. The Queen, [1980] C.T.C. 332 
(FCTD) (Award for inventions made in the course of employment 
taxable); Loeb v. The Queen, [1978] C.T.C. 460 (FCA) (Payment 
for picketing during strike was income from employment); Morin v. 
The Queen, [1975] C.T.C. 106 (FCTD) (Provincial income taxes de- 
ducted from salary included in income). 


Interpretation Bulletins: IT-68R2: Exemption: professors. and 
teachers from. other countries; IT-75R3: Scholarships, fellowships, 
bursaries, prizes, and research grants; IT-113R4: Benefits to em- 
ployees — stock options; IT-167R6: Registered pension plans — 
employee’s contributions; IT-196R2: Payments by employer to em- 
ployee; IT-202R2: Employees’ or workers’ compensation; I[T-213R: 
Prizes from lottery schemes and giveaway contests; IT-257R: Can- 
ada Council grants; [T-266; Taxation of members of provincial leg- 
islative assemblies; IT-292: Taxation of elected municipal officers; 
IT-316: Awards for employees’ suggestions and inventions; IT- 
334R2: Miscellaneous receipts; IT-365R2: Damages, settlements 
and similar receipts; [T-389R: Vacation-with-pay plans established 
under collective agreements; IT-470R: Employees’ fringe benefits; 
IT-515R2:; Education tax. credit. 


S. 6(1)(a)(iv)(A) 


Advance Tax Ruling: ATR-21: Pension benefit from an unregis- 
tered pension plan; ATR-45: Share appreciation rights plan; ATR- 
64: Phantom stock award plan. 


(2) Loss from office or employment — A tax- 
payer’s loss for a taxation year from an office or em- 
ployment is the amount of the taxpayer’s loss, if any, 
for the taxation year from that source computed by 
applying, with such modifications as the circum- 
stances require, the provisions of this Act respecting 
the computation of income from that source. 
Related Provisions: 4(1) — Income or loss from a source or 
from sources in a place; 8(13) —Loss from home office disal- 
lowed; 111(1)(a), 111(8)“non-capital loss” — Carryover of loss 
from employment to prior or later years. 

Selected Cases [subsec. 5(2)]: Mcllhargey v. Canada, {1991 
2.C.T.C. 52. (FCTD) (Forgiveness of loan to employee for share 
purchase taxable; subsequent loss on sale not deductible from em- 
ployment, income). 

Definitions [s. 5]: “amount”, “employment”, “office”, “salary or 
wages” — 248(1); “taxation year” — 249; “taxpayer” — 248(1). 


Inclusions 


6. (1) Amounts to be included as income from 
office or employment — There shall be included 
in computing the income of a taxpayer for a taxation 
year as income from an office or employment such 
of the following amounts as are applicable: 


(a) value of benefits — the value of board, 
lodging and other benefits of any kind whatever 
received or enjoyed by the taxpayer in the year in 
respect of, in the course of, or by. virtue of an of- 
fice or employment, except any benefit 


(i) derived from the contributions of the tax- 
payer’s employer to or under a registered pen- 
sion plan, group sickness or accident insur- 
ance plan, private health services plan, 
supplementary unemployment benefit plan, 
deferred profit sharing plan or group term life 
insurance policy, 


(ii) under a retirement compensation arrange- 
ment, an employee benefit plan or an em- 
ployee trust, 


(iii) that was a benefit in respect of the use of 
an automobile, 


(iv) derived from counselling services in re- 
spect of 


(A) the mental or physical health of the 
taxpayer or an individual related to the tax- 
payer, other than a benefit attributable to 
an outlay or expense to which paragraph 
18(1)(1) applies, or 
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(B) the re-employment or retirement of the 
taxpayer, or 


(v) under a salary deferral arrangement, ex- 
cept to the extent that the benefit is included 
under this paragraph because of subsection 


(11); 

Related Provisions: 6(1)(e) — Standby charge for automobile; 
6(1)(e.1) — Additional 7% for GST; 6(1)(f) — Insurance benefits 
received by employer; 6(1)(g) — Employment benefit plan; 
6(1)(i) — Salary deferral arrangement payments; 6(1)(k), (i) — Au- 
tomobile operating expense benefits; 6(1.1) — Parking costs. are 
taxable benefits; 6(4) — Group term life insurance — taxable bene- 
fit; 6(6) — Employment at special work site or remote location; 
6(7) — Cost of property or service excludes GST before 1996; 
6(11)-(14) — Salary deferral arrangement; 6(15), (15.1) — For- 
giveness of employee debt; 6(16) — Disability-related employment 
benefits; 6(18)(a) — No benefit from top-up disability payments 
where insurer insolvent; 7(3) — No benefit from stock option 
agreement except as provided under s. 7; 15(5) — Automobile ben- 
efit to shareholder; 18(1)(r) — Limitation on employer deductibil- 
ity — automobile expenses; 32.1 — Employment benefit plan de- 
duction; 56(1)(a) — Amounts to be included in income for year; 
56(1)(w) — Salary deferral arrangement; 56(1)(x)—(z) — Retire- 
ment compensation arrangement; 81(3.1) — No tax on allowance or 
reimbursement for part-time employee’s travel expenses; 
153(1)(a) — Withholding of tax by employer; 248(1) — “retiring 
allowance” excludes counselling services. 


History: Subpara. 6(1)(a)(iii) substituted by 1994, c. 21, subsec. 
2(1), applicable to 1993 et seg. That subpara. formerly read: 


(iii) that was a benefit in relation to the use of an automobile, 
except to the extent that the benefit related to the operation of 
the automobile, 


Subpara. 6(1)(a)(v) added by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 3(1), applicable to 1986 et seq. 


Pre-RSC History: Subpara. 6(1)(a)(iv) added by 1990, c. 39, 
subsec. 1(1), applicable to 1988 et seq. 


Subpara. 6(1)(a)(i) amended by 1990, c. 35, s. 29, to substitute “reg- 
istered pension plan” for “registered pension fund or plan”, applica- 
ble after 1985. 


Subpara. 6(1)(a)(1i) substituted by 1987, c. 46, subsec. 1(1), applica- 
ble after October 8, 1986. Subpara. 6(1)(a)(ii) formerly read: 


(11) under an employee benefit plan or employee trust, or 


Para. 6(1)(a) substituted by 1980-81-82-83, c. 140, subsec. 1(1), ap- 
plicable to 1982 et seg. Para. 6(1)(a) formerly read: 


(a) the value of board, lodging and other benefits of any kind 
whatever, except any benefit 


(i) derived from his employer’s contributions to or under 
a registered pension fund or plan, group sickness or acci- 
dent insurance plan, private health services plan, supple- 
mentary unemployment benefit plan, deferred profit shar- 
ing plan or group term life insurance policy, or 


(ii) under an employee benefit plan or employee trust, 
that was received or enjoyed by him in the year in respect 
of, in the course of, or by virtue of an office or 
employment; 


Para. 6(1)(a) substituted by 1980-81-82-83, c. 48, subsec. 1(1), ap- 
plicable to 1980 et seg. Para. 6(1)(a) formerly read: 


(a) the value of board, lodging and other benefits of any kind 
whatever (except the benefit he derives from his employer’s 
contributions to or under a registered pension fund or plan, 
group.sickness or accident insurance plan, private health ser- 
vices plan, supplementary unemployment benefit plan, de- 
ferred profit sharing plan or group term life insurance policy) 
received or enjoyed by him in the year in respect of, in the 
course of, or by virtue of an office or employment; 
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Selected Cases [para. 6(1)(a)]: Guay v. R., [1997] 3 C.T.C. 276 
(FCA); rev’g [1996] 3 C.T.C. 2385 (TCC) (Relationship of ex- 
penses reimbursed to employment led to non-taxability of reim- 
bursement payments); Shultz v. Canada, October 15, 1996, Court 
File No. 96-29098 (unreported) (TCC) (Bonus payment received in 
respect of period when taxpayer was. non-resident was taxable. 
Compare Hewitt); Gernhart v. Canada, [1996] 3 C.T.C..2369 
(TCC) (Tax equalization payment was remuneration and taxable 
benefit); Lowe v. Canada, [1996] 2 C.T.C. 33 (FCA) (No benefit if 
pleasure portion of business trip is incidental); Leduc (succession 
de) v. Canada, [1996] 1 C.T.C. 2873 (TCC) (Costs of transporting 
food to remote location. were taxable benefits); Detchon v. Canada, 
[1996] 1 C.T.C. 2475 (TCC) (Amount of benefit for free schooling 
was. average cost to school of educating student); Krull etal. v. 
Canada (Attorney General), [1996] 1 C.T.C. 131 (FCA) (Mortgage 
differential payment for limited time not a taxable benefit) ; 
Mommersteeg and Griffin v. Canada, [1995] 2 C.T.C. 2767 (TCC) 
(Airline mileage travel was taxable benefit where tickets giving rise 
to mileage paid by employer); Blanchard v. Canada, [1995] 2 
C.T.C. 262 (FCA) (Source of payment of benefit not relevant so 
long as there is:connection with employment); Klein v. Canada, 
[1995] 1 C.T.C. 2980 (TCC) (Loan forgiveness was part of single 
severance package); Oster v. Canada, [1995] 1 C.T.C. 2224 (TCC) 
(Transfer allowances equal to one.month’s pay -were taxable bene- 
fits and not moving expenses); Hoefele v. Canada, [1995] 1 C.T.C. 
2177 (TCC) (Interest subsidy on increased portion of mortgage over 
ten year period was reimbursement of expense, not increase in em- 
ployee’s remuneration); Clemiss v. MNR, [1992] 2 C.T.C. 232 
(FCTD) (Reimbursement of legal fees incurred in defence of crimi- 
nal prosecution for alleged conspiracy to defraud company was 
income); MclIlhargey v. Canada, [1991] 2 C.T.C. 52 (FCTD) (For- 
giveness of loan to employee for share purchase taxable; subsequent 
loss on sale not deductible from employment income); Huffman v. 
Canada, [1990] 2:C.T.C. 132 (FCA) (Undercover police officer’s 
reimbursement for cost of special clothes not benefit); Splane v. 
Canada, [1990] 2 C.T.C. 199 (FCTD); aff'd 92 DTC 6021 (FCA) 
(Mortgage interest differential paid to relocated employee not 
benefit); Robertson v. The Queen, [1988] 1 C.T.C. 111 (FCTD); 
aff'd [1990] 1 C.T.C. 114 (FCA); leave to appeal to SCC refused 
(sub nom. Robertson v. MNR) (1990), 113: NR 319 (note) (Profit 
from exercise of option was benefit from employment); McNeill v. 
The Queen, [1986] 2 C.T.C. 352 (FCTD) (Without evidence of .un- 
compensated losses suffered, “social disruption allowance” for relo- 
cation was a benefit from employment); Dauphinée v. The Queen, 
[1980] C.T.C..332 (FCTD) (National Research Council of Canada 
award for invention was employment income); The Queen v. 
Harman, [1980] C.T.C. 83 (FCA) (Where automobile used for busi- 
ness and personal purposes, benefit from employment only to extent 
of personal use; no standby charge); Phaneuf Estate v. The Queen, 
[1978] C.T.C. 21 (FCTD) (Difference between par value and mar- 
ket value of shares was gift, not taxable benefit); Philp et al. v. 
MNR, [1970] C.T.C. 330 (Exch) (Trip with expenses paid by sup- 
plier for employment performance. resulted in taxable benefit of 
50%); Waffle v. MNR, [1968] C.T.C. 572 (Exch) (Cruise for em- 
ployee and wife paid for by supplier was fully taxable benefit). 


Regulations: 200(2)(g), 200(3) (information returns). 


Interpretation Bulletins: IT-54: Wage loss replacement plans — 
changes in plans established before June 19, 1971; IT-63R5: Bene- 
fits, including standby charge for an automobile, from’ the personal 
use of a motor vehicle supplied by an employer — after 1992; IT- 
75R3: Scholarships, fellowships, bursaries, prizes, and research 
grants; IT-85R2: Health and welfare trusts; Benefits to employ- 
ees — stock options; IT-113R4: Benefits to employees — stock op- 
tions; IT-160R3: Personal use of aircraft; IT-167R6: Registered 
pension plans — employee’s contributions; IT-168R3: Athletes and 
players employed by football, hockey and similar clubs; IT-196R2: 
Payments by employer to employee; IT-227R: Group term life in- 
surance premiums; IT-334R2: Miscellaneous receipts; IT-339R2: 
Meaning of “private health services plan”; IT-357R2: Expenses of 
training; IT-365R2: Damages, settlements and similar receipts; IT- 
389R: Vacation-with-pay plans established under collective agree- 
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ments; IT-421R2: Benefits to individuals, corporations and share- 
holders from loans or debt; IT-428: Wage loss replacement plans; 
IT-432R2: Benefits conferred on shareholders; IT-470R: Employ- 
ees’ fringe benefits; IT-502: Employee benefit plans and employee 
trusts; IT-529: Flexible employee benefit programs. 


1.T. Technical News: No. 6 (payment of mortgage interest sub- 
sidy by employer); No. 13 (employer-paid educational costs). 


Advance Tax Ruling: ATR-8: Self-insured health and welfare 
trust fund; ATR-21: Pension benefit from an unregistered pension 
plan; ATR-23: Private health services plan; ATR-45: Share appreci- 
ation rights plan. 


Forms: T4130: Employer’s guide to payroll deductions — taxable 
benefits [guide]. 


(b) personal or living expenses — all 
amounts received by the taxpayer in the year as 
an allowance for personal or living expenses or as 
an allowance for any other purpose, except 


(i) travel, personal or living expense al- 
lowances 


(A) expressly fixed in an Act of Parlia- 
ment, or — 


(B) paid under the authority of the Trea- 
sury Board to a person who was appointed 
or whose services were engaged pursuant 
to the Inquiries Act, in respect of the dis- 
charge of the person’s duties relating to the 
appointment or engagement, 


(ii) travel and separation allowances received 
under service regulations as a member of the 
Canadian Forces, 


(ili) representation or other special allowances 
received in respect of a period of absence 
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from Canada as a person described in para- 
graph 250(1)(b), (c), (d) or (d.1), 


(iv) representation or other special allowances 
received by a person who is an agent-general 
of a province in respect of a period while the 
person was in Ottawa as the agent-general of 
the province, 


(v) reasonable allowances for travel expenses 
received by an employee from the employee’s 
employer in respect of a period when the em- 
ployee was employed in connection with the 
selling of property or negotiating of contracts 
for the employee’s employer, 


(vi) reasonable allowances received by a min- 
ister or clergyman in charge of or ministering 
to a diocese, parish or congregation for ex- 
penses for transportation incident to the dis- 
charge of the duties of that office or 
employment, 


(vil) reasonable allowances for travel ex- 
penses (other than allowances for the use of a 
motor vehicle) received by an employee 
(other than an employee employed in connec- 
tion with the selling of property or the negoti- 
ating of contracts for the employer) from the 
employer for travelling away from 


(A) the municipality where the employer’s 
establishment at which the employee ordi- 
narily worked or to which the employee 
ordinarily reported was located, and 


(B) the metropolitan area, if there is one, 
where that establishment was located, 


in the performance of the duties of the em- 
ployee’s office or employment, 


(vii.1) reasonable allowances for the use of a 
motor vehicle received by an employee (other 
than an employee employed in connection 
with the selling of property or the negotiating 
of contracts for the employer) from the em- 
ployer for travelling in the performance of the 
duties of the office or employment, 


(vill) such part of the total of allowances re- 
ceived by a person who is a volunteer fireman 
from a government, municipality or other 
public authority for expenses incurred by the 
person in respect of, in the course of, or by 
virtue of the discharge of the person’s duties 
as a volunteer fireman, as does not exceed 


5200, or 
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tion years” Abe $500 exemption applicable to jlowdnee paid toa 


of 


. $1, 000, a. 


yolunteer ede be oe 2 a deductio — to the ~ 


(ix) allowances (not in excess of reasonable 
amounts) received by an employee from the 
employee’s employer in respect of any child 
of the employee living away from the em- 
ployee’s domestic establishment in the place 
where the employee is required by reason of 
the employee’s employment to live and in 
full-time attendance at a school in which the 
language primarily used for instruction is the 
official language of Canada primarily used by 
the employee if 


(A) a school suitable for that child prima- 
rily using that language of instruction is 
not available in the place where the em- 
ployee is so required to live, and 


(B) the school the child attends primarily 
uses that language for instruction and is 
not farther from that place than the com- 
munity nearest to that place in which there 
is such a school having suitable boarding 
facilities; 
and, for the purposes of subparagraphs (vy), (vi) 
and (vii.1), an allowance received in a taxation 
year by a taxpayer for the use of a motor vehicle 
in connection with or in the course of the tax- 


Subdiv. a — Office or Employment 


payer’s office or employment shall be deemed 
not to-be a reasonable allowance 


(x) where the measurement of the use of the 
vehicle for the purpose of the allowance is not 
based solely on the number of kilometres for 
which the vehicle is used in connection with 
or in the course of the office or employment, 
or 


(xi) where the taxpayer both receives an al- 
lowance-in respect of that use and is reim- 
bursed in whole or in part for expenses in re- 
spect of that use (except where the 
reimbursement is in respect of supplementary 
business insurance or toll or ferry charges and 
the amount of the allowance was determined 
without reference to those reimbursed 
expenses); — 


Related Provisions: 6(6) — Employment at special work site or 
remote location; 6(16) — Disability-related. employment benefits; 
8(1) — Deductions allowed; 8(1)(c) — Clergyman’s residence; 
8(1)(f) — Salesman’s expenses; 8(1)(g) — Transport employee’s 
expenses; 8(1)(h) — Travelling expenses; 8(1)(h.1) — Motor vehi- 
cle travelling. expenses; 8(11)-— GST rebate deemed not a reim- 
bursement; 18(1)(r) — Limitation on employer deductibility — au- 
tomobile expenses; 81(3.1) No. tax on allowance or 
reimbursement for part-time employee’s travel expenses; 
153(1)(a) — Withholding of tax by employer. 


History: Subpara. 6(1)(b)(xi) substituted by 1994, c. 21, subsec. 
2(2), applicable to 1993 et seg. That subpara. formerly read: 


(xi) where the taxpayer both receives an allowance in respect 

of that use and is reimbursed in whole or in part for expenses 

in respect of that use (except where the reimbursement is in 

respect of supplementary business insurance or parking, toll 

or ferry charges and the amount of the allowance is deter- 
_ mined without reference to those reimbursed expenses); 


That portion of subpara. 6(1)(b)(vii) preceding cl. (A), and subpara. 
(vil.1), amended by 1994, c. 7, Sch. II (1991, c. 49), subsecs. 3(2), 
(3), to substitute, in each, “reasonable allowances” for “allowances 
(not in excess of reasonable amounts)”, and “the negotiating” for 
“negotiating”, applicable to 1990 ef seq. 


That portion of para. 6(1)(b) following cl. (ix)(B) substituted by 
1994, c. 7, Sch. IT (1991, c. 49), subsec. 3(4), that portion between 
cl. (ix)(B) and subpara. (x) applicable to 1990 et seg., and subparas. 
(x) and (x1) applicable to 1988 ef seg., except that those subparas. 
are not applicable to the 1988 and 1989 taxation years of an individ- 
ual who so-elects by notifying the Minister of National Revenue in 
writing. That portion formerly read: 


' and, for the purposes of subparagraphs (v), (vi) and (vii.1), an 
allowance received in the year by the taxpayer for use of a 
motor vehicle in connection. with or in the course of the tax- 
payer's office or employment shall be deemed to be in-excess 
of a reasonable amount 


(x) where the measurement of the use of the vehicle for 
the purpose of the allowance is not based solely on the 
number of kilometres for which the vehicle is used in 
connection with or in the course of the office or employ- 
ment, or 


(xi) where the taxpayer both receives an allowance in re- 
spect of the use of the vehicle in connection with or in 
the course of the office or employment and is reimbursed 
in whole or in part for expenses in respect of the same 
use; 
Pre-RSC History: That portion of subpara. 6(1)(b)(vii) preceding 
cl. (A) substituted, subpara. (vii.1) and that portion of para. 6(1)(b) 


S. 6(1)(e) 


following subpara. (ix) (including subparas. (x), (xi)) added, by 
1988, c. 55, subsecs. 1(1) to (3), applicable to 1988 et seg. That 
portion of subpara. 6(1)(b)(vii) preceding cl. (A) formerly read: 


(vii) allowances (not in excess of reasonable amounts) for 
travelling expenses received by an employee (other than an 
employee employed in connection with the selling of prop- 
erty or negotiating of contracts for his employer) from his 
employer if they were computed by reference to time actually 
spent by the employee travelling away from 


Cl. 6(1)(b)(ix)(B) substituted by 1985, c. 45, subsec. 2(1), applica- 
ble to 1984 et seg. Cl. 6(1)(b)x)(B) formerly read: 


(B) the school that the child attends is the school closest to 
that place in which that language is the language primarily 
used for instruction; 


Subparas. 6(1)(b)(ii1), (vili) substituted by 1980-81-82-83, c. 48, 
subsecs. 1(2), (3), applicable to 1980 et seqg., to add reference to 
para. (d.1) and to substitute “$500” for “$300”. 


Subpara. 6(1)(b)(ix) added by 1974-75-76, c. 26, subsec. 1(1), ap- 
plicable to 1974 et seq. 


Selected Cases [para. 6(1)(b)]: MacDonald v. Canada, [1994] 
2 C.T.C. 48 (FCA) (Monthly housing subsidy for RCMP. officer 
was taxable allowance); The Queen y. Eggert, [1985] 2 C.T.C.,343 
(FCTD) (Fixed monthly allowance for expenses, not determined ac- 
cording to time spent travelling, nor in connection with selling or 
negotiating, was taxable benefit); The Queen v. Paradis, [1985] 2 
C.T.C. 3 (FCTD) (Lump sum for meals, not determined according 
to time spent travelling, was taxable); The Queen v. Demers, [1981] 
C.T.C. 282 (FCTD) (Allowance intended to compensate employee 
for working in another country was taxable benefit); The Queen v. 
Lavers, [1978] C.T.C. 341.(FCTD) (Fixed mileage allowance for 
use of own car, not determined directly according to time spent 
travelling, was taxable benefit). 


Interpretation Bulletins: IT-168R3: Athletes and players em- 
ployed by football, hockey and similar clubs; IT-470R: Employees’ 
fringe benefits; IT-516R2: Tuition tax credit; IT-518R: Food, bever- 
ages and entertainment expenses; IT-522R: Vehicle, travel and sales 
expenses of employees. 


Forms: T4130: Employer’s guide to payroll deductions — taxable 
benefits [guide]. 


(c) director’s or other fees — director’s or 
other fees received by the taxpayer in the year in 
respect of, in the course of, or by virtue of an of- 
fice or employment; 


Related Provisions: 153(1)(a)— Withholding of tax by 


employer. 

Interpretation Bulletins: IT-168R3: Athletes and players em- 
ployed by football, hockey and similar clubs; IT-377R: Director’s, 
executor’s or juror’s fees; IT-470R: Employees’ fringe benefits; IT- 
518R: Food, beverages and entertainment expenses. 


(d) allocations, etc., under profit sharing 
plan — amounts allocated to the taxpayer in the 
year by a trustee under an employees profit shar- 
ing plan as provided by section 144 except sub- 
section 144(4), and amounts required by subsec- 
tion 144(7) to be included in computing the 
taxpayer’s income for the year; 
Related Provisions: 8(1)(0.1)— Deduction for forfeited 
amounts; 12(1)(n) — Income inclusion — amount received from 
EPSP; 144(9) — Deductions for forfeited amounts; 153(1)(a) — 
Withholding of tax by employer. 


(e) standby charge for automobile — where 
the taxpayer’s employer or a person related to the 
employer made an automobile available to the 


S. 6(1)(e) 


taxpayer, or to a person related to the taxpayer, in 
the year, the amount, if any, by which 


(i) an amount that is a reasonable standby 
charge for the automobile for the total number 
of days in the year during which it was made 
so available 


exceeds 


(ii) the total of all amounts, each of which is 
an amount (other than an expense related to 
the operation of the automobile) paid in the 
year to the employer or the person related to 
the employer by the taxpayer or the person re- 
lated to the taxpayer for the use of the 
automobile; 


Related Provisions: 6(1)(a)(iii) — Automobile benefits excluded 
from general inclusion of benefits; 6(1)(e.1) — 7% added to benefit 
before 1996 to reflect GST; 6(1)(k), (1) — Operating expense bene- 
fit; 6(2) — Calculation of reasonable standby charge; 6(2.1) — Re- 
duced standby charge for automobile salesman; 6(7) — Cost of au- 
tomobile includes GST effective 1996; 8(1)(f)(v1i) — Salesman’s 
expenses; 12(1)(y) — Partnerships — auto provided to partner or 
employee of partner; 15(5)— Automobile benefit to shareholder; 
153(1)(a) — Withholding of tax by employer. 


Pre-RSC History: Para. 6(1)(e) substituted by 1980-81-82-83, c. 
140, subsec. 1(2), applicable to 1982 et seq. Para. 6(1)(e) formerly 
read: 


(e) where his employer made an automobile available to him 
in the year for his personal use (whether for his exclusive per- 
sonal use or otherwise), the amount, if any, by which an 
amount that would be a reasonable standby charge for the au- 
tomobile for the aggregate number of days in the year during 
which it was made so available (whether or not it was used by 
the taxpayer) exceeds the aggregate of 


(1) the amount paid by him in the year to his employer for 
the use of the automobile, and 


(11) any amount included in computing his income for the 
year by virtue of paragraph (a) in respect of the use by 
him of the automobile in the year; 


Selected Cases [para. 6(1)(e)]: Bouchard v. The Queen, [1983] 
C.T.C. 173 (FCTD) (Rolls Royce used by president of company 
was benefit to extent of personal use); The Queen v. Harman, 
[1980] C.T.C. 83 (FCA) (Automobile for business and personal use 
was benefit from employment to extent of personal use; no standby 
charge). 


Regulations: 200(2)(g), 200(3) (information returns). 


Interpretation Bulletins: IT-63R5: Benefits, including standby 
charge for an automobile, from the personal use of a motor vehicle 
supplied by an employer — after 1992; IT-168R3: Athletes and 
players employed. by football, hockey and similar clubs. 


(e.1) [Repealed] 


History: Para. 6(1)(e.1) repealed by 1997, c. 10, subsec. 267(1), 
applicable to 1996 et seq. Para. (e.1) formerly read: 


(e.1) goods and services tax — the total of all amounts 
each of which is 7% of the amount, if any, by which 


(1) an amount (in this paragraph referred to as the “‘bene- 
fit amount”) that would be required under paragraph (a) 
or (e) to be included in computing the taxpayer’s income 
for the year in respect of a supply, other than a zero-rated 
supply or an exempt supply, (within the meanings as- 
signed by Part IX of the Excise Tax Act) of property or a 
service if no amount were paid to the employer or to a 
person related to the employer in respect of the amount 
that would be so required to be included 
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exceeds 


(ii) the amount, if any, included in the benefit amount 
that can reasonably be attributed to tax imposed under an 
Act of the legislature of a province that is a prescribed 
tax for the purposes of section 154 of the Excise Tax Act; 


Para. 6(1)(e.1) substituted by 1994, c. 7, Sch. VIII (1993, c. 24), s. 
1, applicable to 1991 et seg., except that in its application to the 
1991 taxation year the para. shall be read as follows: 


(e.1) the total of all amounts each of which is 7% of the 
amount, if any, by which 


(i) an amount required under paragraph (a) or (e) to be 
included in computing the income of the taxpayer for the 
year in respect of a supply, other than a zero-rated supply 
or an exempt supply, (within the meanings assigned by 
Part IX of the Excise Tax Act) of property or a service 


exceeds 


(11) the amount, if any, included in the amount that is re- 
quired to be so included under paragraph (a) or (e), as the 
case may be, that can reasonably be attributed to tax im- 
posed under an Act of the legislature of a province that is 
a prescribed tax for the purposes of section 154 of the 
Excise Tax Act; 


Para. 6(1)(e.1) formerly read: 


(e.1) goods and services tax — the total of all amounts, 
each of which is 7% of the amount, if any, by which 


(1) an amount required under paragraph (a) or (e) to be 
included in computing the income of the taxpayer for the 
year in respect of a supply, other than a zero-rated supply 
or an exempt supply (within the meanings assigned by 
Part IX of the Excise Tax Act), of property or a service in 
respect of which section 173 of that Act applies 


exceeds 


(ii) the amount, if any, included in the amount that is re- 
quired to be so included under paragraph (a) or (e), as the 
case may be, that may reasonably be attributed to tax im- 
posed under an Act of the legislature of a province that is 
a prescribed tax for the purposes of, section 154 of the 
Excise Tax Act; ; 


Pre-RSC History: Para. 6(1)(e.1) added by 1990, c. 45, subsec. 
37(1), applicable to 1991 et seq. 


Selected Cases [para. 6(1)(e.1)]: Hewitt v. Canada, [1996] 1 
C.T.C. 2675 (TCC) (Automobile without insurance and registration 
not “available” to employee). 


(f) employment insurance benefits — the 
total of all amounts received by the taxpayer in 
the year that were payable to the taxpayer on a 
periodic basis in respect of the loss of all or any 
part of the taxpayer’s income from an office or 
employment, pursuant to 


(i) a sickness or accident insurance plan, 
(11) a disability insurance plan, or 
(ii) an income maintenance insurance plan 


to or under which the taxpayer’s employer has 
made a contribution, not exceeding the amount, if 
any, by which 


(iv) the total of all such amounts received by 
the taxpayer pursuant to the plan before the 
end of the year and 


(A) where there was a preceding taxation 
year ending after 1971 in which any such 
amount was, by virtue of this paragraph, 


Subdiv. a— Office or Employment 


~ included in. computing the taxpayer’s in- 
come, after the last such year, and 


(B) in any other case, after 1971, 
exceeds é 


(v) the total of the contributions made by the 
taxpayer under the plan before the end of the 
Ha A and. 


ee where there was a brecellihe taxation 


“year described in clause (iv)(A), after the 


last such year, and 

(B) in any other case, after 1967; 
Related Provisions: 6(18) — No taxable benefit on top-up disa- 
bility payments where insurer insolvent; 8(1)(n.1)(iii) — Deduction 
for certain amounts reimbursed to employer; 56(1)(a)(iv) — Income 
Anclusion; for benefit under Employment Insurance Act; 153(1)(a) — 
Withholding of tax by employer. 
Selected Cases [para. 6(1)(f)]: Leonard v. Canada, [1996] 3 
C.T.C. 265 (FCTD) (Sickness benefits obtained under plan paid by 
employer; no “trust” arrangement); Dagenais v. Canada, [1995] 2 
C.T.C. 100 (FCTD) (Accepting lower wages as part of labour nega- 
tiations not equivalent to taxpayers’ paying premium on wage loss 
protection plan. Receipts taxable). 


Regulations: 200(2)(f) (information return). 


1.T. Application Rules: 19 aa ee ee established before June 
19j oA 971), } 


Interpretation Bulletins: IT-54: Wage loss replacement plans; 
IT-85R2: Health and welfare trusts. for-employees;IT-428:. Wage 
loss replacement plans; I[T-529: Flexible employee benefit 
programs. 
Advance Tax Ruling: ATR-8:.Self-insured health and. welfare 
trust fund. 


Forms: T4130: Employer’s bide to payroll deductions — taxable 
benefits [guide]. 


(g) employee benefit plan benefits — the 
total of all amounts. each of which is an amount 
received by the taxpayer inthe year out of or 
under an. employee benefit plan or from the dis- 
position of any interest in any such plan, other 
than the portion thereof that is : 


(i) a death benefit or an amount that: Would, 
but for the. deduction provided in: the defini- 
tion of that term in subsection 248(1), be a 
death benefit, 


(ii) a return of amounts contributed to the plan 
by the taxpayer or a deceased employee of 
whom the taxpayer is an heir or legal repre- 
sentative, or 


(iii) a superannuation or pension. benefit at- 
tributable to services rendered by a person in a 
period throughout which the person was not 
resident in Canada; 


Related Provisions: 6(10) — Contributions; 6(14) — Salary 
deferral arrangement — part of benefit plan; 12(1)(n) — Employee 
profit sharing plan; 12(1)(n.1)— Employee benefit plan; 
18(1)(o) — Employee benefit plan contributions; 32.1 — Employee 
benefit plan deductions; 5 and em- 
ployee; 104(13)(b) — Trusts — income payable to beneficiary; 
107.1 — Distribution by employee benefit plan; 153(1)(a) — With- 
holding of tax by employer; 212(17) — No non-resident withhold- 
ing tax. 
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Pre-RSC History: Subpara. 6(1)(g)(iii) amended by 1990, c. 35, s. 
1, to substitute “throughout which the person” for “during ‘which 
he”, applicable to 1988 ef seq. 


Para. 6(1)(g) added by 1980-81-82-83, c. 48, sie, 1(4); ate: 
ble to 1980 et seq. 


Selected Cases [para. 6(1)(g)]: Cangas v. Cie Canada 
Ltd. (No. 3), 4992] ZC. EC. 95 (FCID) Employes; stock owner- 
ship plan was “stock option” under section 7, not “employee benefit 
plan”); Canada’ v. .Chrysler Canada Ltd., [1991] 2 C.T:C. 156 
(FCTD); additional reasons (sub nom. Guat y. Chrysler Canada 
Ltd. (No. 2)) at [1992] 1 C:T:C. 61 (FCTD) (Employee stock owner- 
ship plan both agreement to issue shares to employees (taxable pur- 
suant to section 7) and employee benefit plan (taxable. pursuant to 
paragraph 6(1)(g))). 

Interpretation Bulletins: IT-499R: Siren sates or pension 
benefits; IT-502: Employee benefit plans and employee trusts; IT- 
529: Flexible employee benefit programs. 


I.T. Technical News: No. 11 (reporting of amounts paid out of an 
employee benefit plan). 


Advance Tax Ruling: ATR-17; Employee benefit plan — 
purchase of company ‘shares; ATR-39: Self-funded leave of 
absence. 


(h) employee trust — amounts acatad to the 

taxpayer for the year by a trustee under an em- 

ployee trust; . 
Related Provisions: 6(1)(a)— Value of benefits; 12(1)(n) — 
Employee profit sharing plan; 12(1)(n.1) — Employee benefit plan; 
32.1 — Employee benefit plan deductions; 104(6) — Deductions in 
computing income of trust; 104(13) — Income payable to benefici- 
ary; 107.1 — Distribution by employee trust; 153(1)(a) — With- 
holding of tax by employer; 212(17) — No non-resident, withhold- 
ing tax. 
Pre-RSC History: Para. 6(1)(h) added by 1980-81-82-83, c. 48, 
subsec. 1(4), applicable to 1980 et seq. 


Regulations: 200(2)(g) (information return). 


Interpretation Bulletins: IT-502: Employee benefit plans and 
employee trusts; IT-529: Flexible employee benefit programs. 


_(i) salary. deferral arrangement pay- 
ments — the amount, if any, by. which. the total 
of all.amounts, received by any. person as benefits 
(other than amounts received. by, or from a trust 
governed. by a salary deferral arrangement) in the 
year out of or under a salary deferral arrangement 
in respect of the taxpayer. exceeds the amount, if 
any, by which 


(i) the total of all deferred amounts under the 

arrangement that were included under para- 
graph (a) as benefits in computing the tax- 
payer’s income for preceding taxation years 


exceeds .... 
(ii) the total of 
(A) all deferred amounts received by any 


person in preceding taxation years out of 
or under the arrangement, and 


(B) all deferred amounts under the ar- 
rangement that were deducted under para- 
graph 8(1)(o) in computing the taxpayer’s 
income for the year or preceding taxation 
years; 
Related Provisions: 6(11)— Salary deferral arrangement; 
20(1)(00), (pp) — Salary deferral arrangement — deductions; 


S. 6()@) 


56(1)(w) — Benefits — salary deferral arrangement; 153(1)(a) — 
Withholding of tax by employer. 


Pre-RSC History: Para. 6(1)(i) added by 1986, c. 55, subsec. 1(1), 
applicable to 1986 et seg. 


Interpretation Bulletins: IT-529: Flexible employee benefit 
programs. 


(j) reimbursements and awards — amounts 
received by the taxpayer in the year as an award 
or reimbursement in respect of an amount that 
would, if the taxpayer were entitled to no reim- 
bursements or awards, be deductible under sub- 
section 8(1) in computing the income of the tax- 
payer, except to the extent that the amounts so 
received 


(i) are otherwise included in computing the in- 
come of the taxpayer for the year, or 


(ii) are taken into account in computing the 

amount that is claimed under subsection 8(1) 

by the taxpayer for the year or a preceding 

taxation year; 
Related Provisions: 
employer. 


Pre-RSC History: Para. 6(1)(j) added by 1990, c. 39, subsec. 1(2), 
applicable with respect to amounts received after 1989. 


153(1)(a) — Withholding of tax by 


Interpretation Bulletins: IT-99R4: Legal and accounting fees. 


(k) automobile operating expense bene- 
fit — where 


(i) an amount is determined under subpara- 
graph (e)(i) in respect of an automobile in 
computing the taxpayer’s income for the year, 


(ii) amounts related to the operation (other- 
wise than in connection with or in the course 
of the taxpayer’s office or employment) of the 
automobile for the period or periods in the 
year during which the automobile was made 
available to the taxpayer or a person related to 
the taxpayer are paid or payable by the tax- 
payer’s employer or a person related to the 
taxpayer’s employer (each of whom is in this 
paragraph referred to as the “payor’’), and 


(iii) the total of the amounts so paid or paya- 
ble is not paid in the year or within 45 days 
after the end of the year to the payor by the 
taxpayer or by the person related to the 
taxpayer, 


the amount in respect of the operation of the au- 
tomobile determined by the formula 


A-B 

where 

A is 
(iv) where the automobile is used primarily 
in the performance of the duties of the tax- 
payer’s office or employment during the 
period or periods referred to in subpara- 
graph (ii) and the taxpayer notifies the em- 
ployer in writing before the end of the year 
of the taxpayer’s intention to have this 
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subparagraph apply, '/2 of the amount de- 
termined under subparagraph (e)(i) in re- 
spect of the automobile in computing the 
taxpayer’s income for the year, and 


(v) in any other case, the amount equal to 
the product obtained when the amount pre- 
scribed for the year is multiplied by the to- 
tal number of kilometres that the automo- 
bile is driven (otherwise than in connection 
with or in the course of the taxpayer’s of- 
fice or employment) during the period or 
periods referred to in subparagraph (ii), 
and 


B_ is the total of all amounts in respect of the op- 
eration of the automobile in the year paid in 
the year or within 45 days after the end of the 
year to the payor by the taxpayer or by the 
person related to the taxpayer; and 


Related Provisions: 6(1)(a)(iii) — Automobile benefits excluded 
from general inclusion of benefits; 6(1.1) — Parking is not an oper- 
ating cost; 6(2.2) — Optional calculation of operating benefits; 
12(1)(y) — Automobile benefit to partner or employee of partner; 
15(5) — Automobile benefit to shareholder; 153(1)(a) — Withhold- 
ing of tax by employer; 257 — Formula cannot calculate to less 
than zero. 


History: Para. 6(1)(k) added by 1994, c. 21, subsec. 2(3), applica- 
ble to 1993 et seq. 


Regulations: 7305.1 (amount prescribed for 6(1)(k)(v). 


interpretation Bulletins: IT-63R5: Benefits, including standby 
charge for an automobile, from the personal use of a motor vehicle 
supplied by an employer — after 1992. 


1.T. Technical News: No. 10 (1997 deduction limits and benefit 
rates for automobiles); No. 12 (1998 deduction limits and benefit 
rates for automobiles). 


(1) idem —the value of a benefit in respect of 
the operation of an automobile (other than a ben- 
efit to which paragraph (k) applies or would ap- 
ply but for subparagraph (k)(i1i)) received or en- 
joyed by the taxpayer in the year in respect of, in 
the course of or because of, the taxpayer’s office 
or employment. 


Related Provisions: 6(1)(a)(iii) — Automobile benefits excluded 
from general inclusion of benefits; 15(5) — Automobile benefit to 
shareholder; 153(1)(a) — Withholding of tax by employer. 


History: Para. 6(1)(1) added by 1994, c. 21, subsec. 2(3), applicable 
to 1993 et seq. 


Interpretation Bulletins: IT-63R5: Benefits, including standby 
charge for an automobile, from the personal use of a motor vehicle 
supplied by an employer — after 1992. 


Selected Cases [subsec. 6(1)]: The Queen v. Lao, [1993] 2 
C.T.C. 25 (FCTD) (Relocation payment in respect of higher hous- 
ing costs not employment income); Blanchard v. Canada, [1992] 2 
C.T.C. 403 (FCTD); appealed to FCA (Nov. 20, 1992), File A- 
1532-92 (Amount paid to employee on termination of participation 
in housing program representing possible realtor’s fees on future 
sale not taxable as employee benefit); Thompson v. MNR, [1989] 2 
C.T.C. 226 (FCTD) (Expenses for office in home owned by tax- 
payer disallowed except for portion of. utilities); Cooper v. MNR, 
[1989] 1 C.T.C. 66 (FCTD) (Interest-free loan by estate to executor 
was not taxable benefit). 


Interpretation Bulletins: IT-91R4: Employment at special work 
sites or remote work locations. 


Subdiv. a— Office or. Employment 


(1.1) Parking cost — For the purposes of this sec- 
tion, an.amount or a benefit in respect of the use of a 


motor vehicle by a taxpayer does not include any 


amount or benefit related to the parking of the 
vehicle. 


Related Provisions: 6(1)(a)(iii), 6(1)(e), (k) — Benefit in respect 
of the use of an automobile; 6(16)(a) — Parking costs are non-taxa- 
-ble benefit for disabled’ aad — Automobile benefit’ to 
shareholder. 


History: Subsec. 6(1.1) added by 1994, c. 21, subsec. 2(4), applica 


ble to 1993 et seq. 


Interpretation: Bulletins: IT-63R5: Benefits, including standby 
charge for'an automobile; from the personal use of a motor vehicle 
oe by an employer — after 19923 


(2) Reasonable standby anaes — For the pur- 
poses of paragraph (1)(e), a.reasonable standby 
charge for an automobile for the total number of 
days (in this subsection referred to as the “total 
available days”) in a taxation year during which the 
automobile is made available to a taxpayer or to a 
person related to the taxpayer by the employer of the 
taxpayer or by a person related to the employer (both 
of whom are. in this subsection referred to as the 
“employer’’) shall be deemed to be the amount deter- 
mined by the formula 


A 


An [2% x (Cx D)+/2 x (E— B] 
B . . 3 


where 
A 1s the lesser of 


(a) the total number of kilometres that the au- 
tomobile is driven (otherwise than in connec- 
tion with or in the course of the taxpayer’s of- 
fice or employment) during the total available 
days, and 


(b) the value determined for B for the year 
under this subsection in respect of the standby 
charge for the automobile dung the total 
available. days, | bis 


except that the amount determined under para- 
graph (a) shall be deemed to be equal to the 
amount determined under paragraph (b) unless 


(c) the taxpayer is required by the.employer to 
use the automobile in connection with or in 
the course of the office or employment, and 


(d) all or substantially all of the distance trav- 
elled by the automobile in the total available 
days is in connection with or in the course of 
the office or employment; 


B» is the product obtained when 1,000 is multiplied 
by the quotient obtained by dividing the total 
available days by 30 and, if the quotient so ob- 
tained is not a whole number and exceeds one, by 
rounding it to the nearest whole number or, 
where that quotient is equidistant from two con- 
secutive whole numbers, by rounding it to the 
lower of those two, numbers; 
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C is the cost of the automobile to the employer 
where the employer owns the vehicle at any time 
in the year; 


D is the number obtained by dividing such of the 


total available days as are days when the em- 
ployer owns the automobile by 30 and, if the quo- 
tient so obtained is not a whole number and ex- 
ceeds one, by rounding it to the nearest whole 
number or, where that quotient is equidistant 
from two consecutive whole numbers, by round- 
“ing it to the lower of those two numbers; 


is the total of all amounts that may reasonably be 
regarded as having been payable by the employer 
to a lessor for the purpose of leasing the automo- 
bile during such of the total available days as are 
days when the automobile is leased to the em- 
ployer; and 


is the part of the amount: determined. for E that 
may reasonably be regarded as having been paya- 
ble to the lessor in respect of all or part of the 
cost to the lessor of insuring against 


(a) loss of, or damage to, the automobile, or 


(b) liability resulting from the use or operation 
of the automobile. 


Related Provisions: 6(2.1) — Reduced benefit for automobile 
salesperson; 12(1)(y) — Automobile benefit to partner or employee 
of partner; 15(5)— Automobile benefit to shareholder; 
85(1)(e.4) — Transfer of hominis vehicle to corporation by 
shareholder. 


Pre-RSC History: Subsec. 6(2) substituted by 1988, c. 55, subsec. 
1(4),, applicable to 1988 et seg. Subsec..6(2) formerly read: 


“(2) Reasonable standby charge minimum amount — For 
the purposes of ‘paragraph (1)(e) an amount that is a reasona- 
ble standby charge for the automobile for the aggregate num- 
ber of days in a taxation year during which it was made avail- 
able by an employer or by a person related to the employer 
shall be deemed to be the amount equal to the, product ob- 

» tained when 


(a) where the employer or the peison related to the em- 
ployer owned the automobile at any time in the year, an 
amount in respect of its cost to the employer or to the 
person related to the employer equal to the percentage 
thereof obtained when 2% is multiplied by the quotient 
obtained when such of the aggregate number of days 
hereinbefore referred to as were days. during which the 
employer or the person related to the employer owned the 
automobile is divided by 30 (except that if the quotient so 
obtained is not a full number and exceeds one it shall be 
taken to the nearest full number or, if there is no nearest 
full.number, then to the full number next below it), or 


‘(b) where the employer or the person related to the em-~ 
ployer leased the automobile from a lessor at any time in 

the year, an amount equal to 7 of the amount: by which 

the amounts payable by the employer or the person re- 

lated to the employer to the lessor for the purpose of leas- 

ing the automobile for the aggregate number of days 

hereinbefore referred to exceeds the portion of those 

amounts that may reasonably be regarded as having been 

paid to. the lessor. in: respect of: all. or part of the cost to 

him of insuring against 


(i) loss of, or damage to, the automobile, or 


(ii) liability resulting from the use of the automobile 
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is multiplied by the proportion that 
(c) the lesser of 


(i) the aggregate number of kilometres that the auto- 
mobile was driven (otherwise than in the perform- 
ance of the duties of the taxpayer’s office or employ- 
ment) in the year or portion thereof during which the 
automobile was made so available, and 


(11) the product obtained when 1 000 4 is multiplied by 
(A) the quotient obtained under. paragraph (a), or 


(B) the amount that would be the quotient ob- 
tained under paragraph (b) if the. calculation re- 
ferred to in paragraph (a) were also applicable in 
computing the amount determined under para- 
graph (b) 

as the case may be, 

is of 
(d) the amount determined under subparagraph (c)(ii) 


and for the purposes of this subsection it shall be assumed, 
unless’ the taxpayer establishes otherwise in prescribed form, 
that the aggregate number of kilometres referred to in subpar- 
agraph (c)(i) is not less than the product obtained under sub- 
paragraph (c)(il). 
Subsec. 6(2) substituted by 1980-81-82-83, c, 140, subsec. 1(3), ap- 
plicable to 1982 et seg. Subsec. 6(2) formerly read: 


(2) For the purposes of paragraph (1)(e) “an amount that 
would be a reasonable standby charge for the automobile” for 
the aggregate number of days in a taxation year during which, 
it was made available by an employer shall be deemed not to 
be less than, 


(a) where the employer owned the automobile at any time 
in the year, an amount in respect of its capital cost to the 
employer equal to the percentage thereof obtained when 
1% is multiplied by the quotient obtained when such of 
the aggregate number of days hereinbefore referred to as 
were days during which the employer owned the automo- 
bile is divided by 30 (except that if the quotient so ob- 
tained is not a full number it shall be taken to be the near- 
est full number or, if there is no nearest full number, then 
to the full number next below, it), and 
(b) where the employer leased the automobile from a les- 
sor at any time in the year, an amount equal to '4 of the 
amount by which the amounts payable by the employer 
to the lessor for the purpose.of leasing the automobile for 
the aggregate number of days hereinbefore referred to ex- 
ceeds the portion of those amounts that may reasonably 
be regarded as having been paid to the lessor in respect of 
all or part of the cost to him of insuring against 

(1) loss of, or damage to, the automobile, or 

(ii) liability resulting from the use of the automobile. 


Para. 6(2)(b) substituted by 1973-74, c. 14, subsec. 1(1), applicable 
to 1972 et seq. 


Selected Cases [subsec. 6(2)]: Meeuse v. Canada, [1995] 1 
C.T.C. 21 (FCTD) (Full standby charge to be included in income 
unless presumption rebutted in prescribed form). 


Interpretation Bulletins: IT-63R5: Benefits, including standby 
charge for an automobile, from the personal use of a motor vehicle 
supplied by an employer — after 1992. 


Forms: T4130: Employer’s guide to payroll deductions — taxable 
benefits [guide]. 


(2.1) Automobile salesman — Where in a taxa- 
tion year 
(a) a taxpayer was employed principally in sell- 
ing or leasing automobiles, 
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(b) an automobile owned by the taxpayer’s em- 
ployer was made available by the employer to the 
taxpayer or to a person related to the taxpayer, 
and 


(c) the employer oe acquired one or more 
automobiles, 


the amount that would otherwise be determined 
under subsection (2) as a reasonable standby charge 
shall, at, the option of the employer, be computed as 
if 


(d) the reference in the formula in subsection (2) 
to “2%” were read as a reference to “112%”, and 


(e) the cost to the employer of the automobile 
were the. greater of 


(i) the quotient obtained by dividing: 


(A) the cost to the employer of all new au- 
tomobiles acquired by the employer in the 

_year for sale or lease. in the course of. the 
employer’s business 


by 
(B) the number of automobiles described 
in clause (A), and 


(ii) the quotient obtained by dividing 


(A) the cost to the employer of all automo- 
biles acquired by the employer in the year 
for sale or lease in the course of the em- 
ployer’s business 


by 
(B) the number of automobiles described 
in clause (A). 


Pre-RSC History: Subsec. 6(2.1) substituted by 1988, ¢. 55, sub- 
sec. 1(4), applicable to 1988 et seg. Subsec. 6(2.1) formerly read: 


(2.1) Automobile salesman — Where in a taxation year a 
taxpayer was employed principally in selling automobiles and 
an automobile owned by his employer was made available to 
him in the year by his employer, the amount that would other- 
wise be determined under paragraph (2)(a) shall, at the option 
of the employer, be computed as if 


(a) the reference therein to “2%” were read as a reference 
toned n%”: and 


(b) the cost to the malaees of os sgdempota easier 
quotient obtained by dividing 


(i) the cost to him of all new automobiles acquired 
by him in the year for sale in the course of his 
business 


by 
(ii) the number of automobiles deseribed 1 in subpara- 
graph (i). 


All that portion of subsec. 6(2.1) preceding para.-(b)(i) substituted 
by 1980-81-82-83, c. 140, subsec. 1(4), SPARE to 1982 et seq. 
That portion formerly read: 


(2.1) Where in a taxation year a taxpeyer was employed prin- 
cipally in selling automobiles and an automobile owned by 
his employer was made available to him in the year by his 
employer for his personal use, in determining the amount that 
would be a reasonable standby charge for the automobile for 
the aggregate number of days in the year during which it was 


Subdiv..a — Office or Employment 


so made available, paragraph (2)(a) shall, at the pt a6 the 
taxpayer, apply as‘ if 


(a) the reference therein to “10” were read as a reference 
to “4 of 1%”; and 


Subsec. 6(2.1) added by 1973-74, c. 14, subsec. 1(2), applicable to 
1972 et seq. 


Interpretation Bulletins: IT-63R5: Benefits, including standby 
charge for an automobile, from the personal use of a motor vehicle 
supplied by an employe . 
(2.2) [Repealed] , 


History: Subsec. 6(2:2) repealed by 1994, c. “Dis subsec. 2(5), ap- 
plicable to 1993 et seg. That subsec. formerly read: 


(2.2) Benefit re auto operation — Where 


(a) an amount is determined under, subparagraph (1)(e)(1) 
for an automobile in computing tie 7 income of a taxpayer 
for a taxation year, 


(b) the automobile is used primarily in the performance 
of the duties of the taxpayer’s office or employment, and 


(c) the ‘taxpayer notifies the taxpayer’s-employer in writ- 
ing before the end of the year that the amount of the ben- 
efit relating to the operation of the automobile for the pe- 
riod in the year during which it was made available is to 
be determined under this subsection, 


the amount of the benefit relating to the operation of the auto- 
mobile shall, for the purposes. of paragraph (1)(a), be deemed 
to be the. amount, if any, by which 


(d) one-half of: the amount determined for the automobile 
under subparagraph (1)(e)(i) in respect of the taxpayer 
for the year 


exceeds 


(e) the total of all amounts related to the operation of the 
automobile paid in the year, by the taxpayer or by a per- 
son related to the taxpayer, to the employer or to the per- 
son who made the automobile available. 


Pre-RSC History; Subsec. 6(2.2) substituted. by. 1988, c..55, sub- 
sec. 1(4), applicable to, 1988 et seq. Subsec: 6(2.2) formerly read: 


(2.2) Benefit re automobile operation — Where an amount 
is determined under subparagraph (1)(e)G) for an automobile 
in computing the income of a taxpayer for a taxation year and 
the taxpayer notifies his employer'in writing before the end of 
the year that the amount. of the benefit related to the operation 
of the automobile for the period. in. the year during which it 
was made available is to be determined under this subsection, 
the amount of such benefit shall, for the purposes. of para- 
graph (1)(a), be deemed to be the amount, if any, by which 


(a) one-half of the amount determined for the automobile 
under subparagraph CLE) in respect of the aearaiet 
for. the year 
eanemls 

(b) the aggregate of all amounts each of which is an 
amount related to the operation of the automobile paid in 
the year to the employer or the person who made the au- 
tomobile available by the taxpayer or by a person related 
to the taxpayer. 


Subsec. 6(2. 2) added by 1984, c. 45, re applicable to 1984 et seq. 


(3) Payments by employer to employee — - An, 


amount received by one person from. another. 


(a) during a period while the payee was an vapatten) 


of,-or in the employment of, the payer, or 


(b) on account, in lieu of payment or in satisfac- 
tion of an obligation arising out of an agreement 
made by the payer with the payee immediately 
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“prior to, during or immediately after a period that 
the payee was an officer Ph or in the employment 
of, the payer, 


_ shall be deemed, for the purposes of section 5, to be 
_ remuneration’for the payee’s services rendered ‘as an 


officer or during the period of employment, unless it 


is established that, irrespective of when the agree- 


ment, if any, under which the amount was received 


_ was made or the form or legal effect thereof, it can- 


not reasonably be régarded as having been received 


(c) as consideration or partial consideration for 
“accepting the office or entering into the contract 
of employment, — 


(d) as remuneration or partial remuneration for 
‘services as an officer or under the contract je em- 
ployment, or 


(e).i in consideration or partial consideration for a 
covenant with: reference to what the officer or 
employee is, or is not, to do before or after the 
termination of the employment. 


- Related Provisions: 87(2)(k) + Amalgamation — Amount re- 


ceived by employee from: new corporation; 153(1)(a)i— Withhold- 


_ ing of tax by employer. 


Selected Cases [subsec. 6(3)]: Blanchard y. Canada, [1995] 2 
C.T.C,. 262, (FCA) (Source of payment of benefit not relevant so 
long,.as there is connéction. with employment); McNeill v. The 
Queen,.{1986).2,C.T.C. 352 (FETD) (Without evidence of uncom- 
pensated losses suffered, “social disruption allowance” for reloca- 
tion was benefit from employment); Greiner v. The Queen, [1984] 
C.T.C. 92 (FCA) (Payment by new employer (after acquisition of 
former company) to compensateemployee for termination of em- 
ployment contract was income, not capital for surrender of rights 
under a contract); Girouard v. The Queen, |1980] C:T.C. 284 (RCA) 
(Liquidated damages for wrongful dismissal pursuant to contract 
were not taxable); MNR v. Beaupré Estate, [1973] C.T.C. 316 
(FCTD) (Fixed salary and other benefits under consulting contract 
entered in consideration for sale of shares to major shareholder were 
part of price, not taxable benefits). 

Interpretation Bulletins: IT-75R3: Scholarships, fellowships, 
bursaries, prizes, and research grants; IT-168R3: Athletes and play- 
ers employed by football, hockey and similar clubsyTT-196R2: Pay- 
ments by employer to employee; IT-247: Employer’s contributions 
to pensioners” premiums under provincial medical and hospital ser- 
vices plans; IT-334R2:' Miscellaneous receipts; IT-337R3: Retiring 
allowances; IT-365R2:' Damages, settlements and similar receipts; 
IT-470R: Employees’ fringe benefits: TT-515R2: Education tax 
credit; IT-529: Flexible employee benefit programs. 


(4) Group term life insurance — Where at any 
time in a taxation year a taxpayer’s life is insured 
under a group term life insurance policy, there shall 
be included in computing the taxpayer’s income for 
the ‘year from an office or employment the amount, if 
any, prescribed for the year in respect of the 
insurance. . 
Related Provisions: 18(9)(a)(iii), 18(9.01)— Limitation on de- 
duction: for premiums paid; 153(1)(a)— Withholding of tax by 
employer. 
History: Subsec. 6(4) amended by 1995, c. 3, subsec. 1(2), applica- 
ble. to insurance provided in respect, of, per te that are after June 
1994. For insurance provided in respect of periods, that, are in 1994 
and before July. 1994, subsec. 6(4) should be read as follows: 

(4) Group term life insurance — Notwithstanding any ex- 

ception provided for in paragraph (1)(a), there shall be in- 


cluded in computing a taxpayer’s income for a taxation year 
as income from an office or employment the premium in re- 
spect of any period in the year before July 1994 for any ex- 
cess over $25,000 of the amount of life insurance (other than 
prescribed insurance) in effect on the taxpayer’s life during 
that period under a group term life insurance policy under 
which any life insurance was effected on the taxpayer’s life in 
respect of, in the course of or because of, the taxpayer’s of- 
fice or employment or former office or employment, deter- 
mined as the remainder obtained by 


(a) dividing that proportion. of the total premium (other 
than a prescribed premium) payable on account of life in- 
surance under the policy in respect of the policy year that 
ends in the year, minus the amount of any dividend or 
experience rating refund payable on account of life insur- 
ance under the policy in respect of the policy year, that 
the number of days in that period is of the number of 
days in the policy year, by the mean of the total amount 
of life insurance (other than prescribed insurance) in ef- 
fect under the policy at the beginning of the policy year 
and the total amount of life insurance (other than pre- 
scribed insurance) so in effect at the end of the policy 
year, 


(b) multiplying the quotient obtained under paragraph (a) 
by the excess over $25,000 of the amount of life insur- 
ance (other than prescribed insurance) in effect on the 
taxpayer’s life during that period under the policy, and 


(c) subtracting from the product obtained under para- 
graph (b) any amount that the taxpayer has reimbursed to 
the taxpayer’s employer, or has paid, in respect of the 


amount of life insurance (other than prescribed insur- — 


ance) in excess of $25,000 in effect on the taxpayer’s life 
during that period under the policy, 


and in the case of a taxpayer on whose life any life insurance 
was in effect during any period in the year before July. 1994 
under more than one such group insurance policy, 


(d) this subsection shall be read as requiring a separate 
determination of the amount or amounts, if any, to be in- 
cluded in computing the taxpayer’s income for the year 
in respect of each particular policy, and 


(e) the expression “$25,000” in this subsection shall be 
read as referring, in respect of a particular policy, to that 
proportion of $25,000 that the amount of life insurance 
(other than prescribed insurance) in effect on the tax- 
payer’s life during that period under the policy is of the 
total amount of life insurance (other than prescribed in- 
surance) in effect on the taxpayer’s life during that period 
under all of the policies. 


Subsec. 6(4) formerly read: 


(4) Portion of premium under certain group insurance 
policies — Notwithstanding any exception provided for in 
paragraph (1)(a), there shall be included in computing the in- 
come of a taxpayer for a taxation year as income from an of- 
fice or employment the premium in respect of any period in 
the year for any excess over $25,000 of the amount of life 
insurance in effect on the life of the taxpayer during that pe- 
riod under a group term life insurance policy under which any 
life insurance was effected on the life of the taxpayer in re- 
spect of, in the course of, or by virtue of the taxpayer’s office 
or employment or former office or employment, determined 
as the remainder obtained by 


(a) dividing that proportion of the total premium payable 
on account of life insurance under the policy in respect of 
the policy year ending in the year, minus the amount of 
any dividend or experience rating refund payable on ac- 
count of life insurance under the policy in respect of the 
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policy year, that the number of days in that period is of 
the number of days in the policy year, by the mean of the 
total amount of life insurance in effect under the policy at 
the commencement of the policy year and the total 
amount of life insurance so in effect at the end of the pol- 
icy year, 


(b) multiplying the quotient obtained under paragraph (a) 
by the excess over $25,000 of the amount of life insur- 
ance in effect on the life of the taxpayer during that pe- 
riod under the policy, and 


(c) subtracting from the product obtained under para- 
graph (b) any amount that the taxpayer has reimbursed to 
the taxpayer’s employer, or has paid, in respect of the 
portion of the premium attributable to the amount of life 
insurance in excess of $25,000 in effect on the taxpayer’s 
life under the policy, 


and in the case of a taxpayer on whose life any life insurance 
was in effect during any period in the year under more than 
one. such group insurance policy, 


(d) this subsection shall be read as requiring a separate 
determination of the amount or amounts, if any, to be in- 
cluded in computing the taxpayer’s income for the year 
in respect of each particular policy, and 


(e) the expression “$25,000” in this subsection shall be 
read as referring, in respect of a particular policy, to that 
proportion of $25,000 that the amount of life insurance in 
effect on the life of the taxpayer during that period under 
the policy is of the total amount of life insurance in effect 
on the taxpayer’s life during that period under all of the 
policies. 


Pre-RSC History: Para. 6(4)(c) substituted by 1974-75-76, c. 26, 
subsec. 1(2), applicable to 1974 et seq. Para. 6(4)(c) formerly read: 


(c) subtracting from the product obtained under paragraph (b) 
that proportion of any amount paid by the taxpayer in the year 
in respect of the amount of life insurance in effect on his life 
during that period under the policy that the excess over 
$25,000 of the amount of life insurance so in effect on his life 
is of the amount of life insurance so in effect on his life. 


Regulations: 2700-2704 (prescribed amount). 


Interpretation Bulletins: IT-85R2: Health and welfare trusts for 
employees; IT-227R: Group term life insurance ee IT-529: 
Flexible employee benefit programs. 


(5) [Repealed] 


History: Subsec. 6(5) repealed by 1995, c. 3, subsec. 1(3), applica 
ble to 1995 et seg. Subsec. (5) formerly read: 


(5) Reference to policy year ending in taxation yeat —A 
reference in subsection (4) to “the policy year” ending in a 
taxation year shall, where there is no such year ending in the 
taxation year, be construed as a reference to the period com- 
mencing on the anniversary in the immediately preceding tax- _ 
ation year of the date of issue of the policy, or where there is 
no such anniversary, on the date of issue of the policy, and 
ending on the last day in the taxation year on which the pol- 
icy was in effect. 


(6) Employment at special work site or 
remote location — Notwithstanding subsection 
(1), in computing the income of a taxpayer for a tax- 
ation year from an office or employment, there shall 
not be included any amount received or enjoyed by 
the taxpayer in respect of, in the course or by virtue 
of the office or employment that is the value of, or 


Subdiy. a — Office or Employment 


an allowance (not in excess of a reasonable amount) 
in respect of expenses the taxpayer has incurred for, 
(a) the taxpayer’s board and lodging for a period 
ates: 


(i) a special work site, being a location at 


which the duties performed by the taxpayer 
were of a temporary nature, if the taxpayer 
maintained at another location a self-con- 
tained domestic establishment as the tax- 
payer’s principal place of residence 


(A) that was, throughout the period, availa- 
ble for the taxpayer's occupancy and not 
rented by the taxpayer to any other person, 
and 


(B) to which, by reason of distance, the 


taxpayer could not reasonably be expected | 


to have returned: daily from the special 
work site, or 


(ii) a location at which, by vitouts of its re- 
moteness from any established community, 
the taxpayer could not reasonably be expected 


to establish and maintain. a self-contained do- 


mestic establishment, 


if the period during which the bceeialy cs was re- 
quired by the taxpayer’s duties to be away from 
the taxpayer’s principal place. of residence, or to 
be at the special work site or location, was not 
less than 36 hours; or » 


(b) transportation between 


(i) the principal place of residence and. the 
special work site referred to in, subparagraph 
(a)(i), or 
(ii) the location referred to in silbpatentaph 
(a)(i1) and a location in Canada or a location 
in the country in which the taxpayer is 
employed, , 
in respect of a period described in paragraph (a) 
during which the taxpayer received board and 
lodging, or a reasonable allowance in respect of 
board and lodging, from the taxpayer’s employer. 
Related Provisions: 110.7 — Deduction for residents of northern 
Canada. 


Pre-RSC History: Para. 6(6)(a) substituted by 1985, c. 45, subsec. 
2(2), applicable to 1985 et seg. Para. 6(6)(a) formerly read: 


(a) his board and lodging at 


(i) a special work site, being a location at + whieh the du- 
ties performed by him-=were of a temporary nature and 
from which, by reason of distance from the,place where 
he maintained a self-contained domestic establishment 
(in this subsection referred to as his “ordinary place of 
residence’) in which he resided, he could not reasonably 
be expected to return daily to his ordinary place: of resi- 
dence, or 


(ii) a location at which, by virtue of its remoteness from 
any established community, the taxpayer could not rea- 
sonably be expected to establish and maintain a self-con- 
tained domestic establishment, » 


in respect of a period while he was required by his duties to 
be away from his ordinary place of residence, or to be at the 
location, for a period of not less than 36 hours; or 
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prepare 6(6)(b)(i) amended. by 1985, c. 45, subsec. 2(3).to substi- 
tute * ‘principal place of residence” for “ordinary place of residence”, 
applicable to 1985, et seg. 


Subpara. 6(6)(a)(i). substituted by 1980- 81- 82- 93, aC 140, subsec. 
14), applicable to 1981 et seq. Subpara. 6(6)(a)(i) formerly read: 


(i) a special work site at which the duties performed by him 
were of a temporary nature and from which, by reason of dis- 
tance from the place where he maintained a self-contained 
domestic establishment (in this subsection referred to as his 
“ordinary place of residence”) in which he resided and actu- 
ally supported a spouse or a:person dependent upon him for: 
support and connected with him by. blood relationship, mar- 
riage or adoption, he could not reasonably be expected to re- 
turn daily to his ordinary place of residence, or 


Subsec. 6(6) substituted by 1977- 78, Cc. Bost. applicable to 1978 
et seq. Subsec. 6(6) formerly read: | 


(6) Employment at special work site — Notwithstanding 
subsection (1), in computing the income of a taxpayer for a 
taxation year from an office or employment, there shall not be 
included 


(a) the value of, or an allowance. (not in.excess of a rea- 
. sonable amount) in, respect of expenses incurred by him 
for, board and lodging received by him. id 


- ,(i),in respect of, in the course-of or-by. virtue, of his, 
office or employment at..a special work site from 
which, by reason of distance from the place where he 
maintained a self-contained domestic establishment 
(in this subsection referred to as his “ordinary ‘place . 
of residence”) in which he resided and actually sup- 
ported a spouse or a person dependent upon him for 
support and connected with-him by blood. relation- 
ship, marriage or adoption, he could not reasonably 
be expected to return daily to his ordinary. place of 
residence, and 


(ii) in respect of a period while he was required by 
his duties to be away, for a period of not less than 36 
hours, from his ordinary place of residence; or 


(b) the value of, or an allowance (not in excess of a’ rea- 
sonable amount) in respect of expenses incurred by, him 
for, transportation between -his ordinary. place of .resi- 
dence.and the special work site referred to. in subpara- 
graph (a)(i), received by him — 
(1) in respect of, in the course of or by virtue of his 
office or employment described in subparagraph 
(a)(i), and 
(ii) in respect of ‘a period described in subparagraph 
(a)(ii), during which. he received board and lodging, 
or a reasonable allowance in respect of expenses in- 
curred by him for board and lodging, from his 
employer. 
Selected Cases [subsec. 6(6)]: Truemner v. Canada, [1989] | 
C.T.C. 356 (FCTD) (Where no evidence produced’ to show unavail- 
ability of “‘self contained domestic establishment” in various loca- 
tions, no deduction for value of board and lodging received). 
Interpretation Bulletins: IT-91R4: Employment at-special work 
sites or remote work locations; .IT-168R3; Athletes and players em- 
ployed by football, hockey and similar clubs; IT-254R2:. Fisher- 
men — employees and seafarers — value of rations and quarters; 
IT-470R: Employees’ fringe benefits; IT-518R: Food, beverages 
and entertainment expenses; IT-522R: Vehicle, travel and sales ex- 
penses of employees. ; 
Forms: TD4: Declaration of exemption — Employment at special 
work site. 


(7) Cost of property or service — To the extent 
that the cost to.a person of purchasing a property or 
service or an amount payable by a person for the 
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purpose of leasing property is taken into account in 
determining an amount required under this section to 
be included in computing a taxpayer’s income for a 
taxation year, that cost or amount payable, as the 
case may be, shall include any tax that was payable 
by the person in respect of the property or service or 
that would have been so payable if the person were 
not exempt from the payment of that tax because of 
the nature of the person or the use to which the prop- 
erty or service is to be put. | é 


Related Provisions: 6(1)(e.1) — Benefit of 7% added before 
1996 in place of including GST. 


History: Subsec. 6(7) amended.by 1997, c. 10, subsec. 260) ap- 
plicable to 1996 et seg. Subsec. (7) formerly read: 


(7) Goods and services tax — To the extent that an amount 
required to be included in computing the income of a tax- 
payer for a taxation year under paragraph (1)(a) or (e€) is de- 
termined by reference to the cost to a person of any property 
or service, that cost shall, for the purposes of those 
paragraphs, be determined without reference to any goods 
and services tax payable by that person in respect of the prop- 
erty or service. 


interpretation Bulletins: IT-63R5: Benefits, including standby 
charge for an automobile, from the personal use of a motor vehicle 
supplied by an employer — after 1992. 


(8) Idem [GST rebate] — Where 


(a) an amount in respect of an expense is de- 
ducted under section 8 in computing the income 
of a taxpayer for a taxation year from an office or 
employment, or 


(b) an amount is included in the capital cost to a 

taxpayer of a property described in subparagraph 

8(1)G)@1) or (p)Gi), 
and a particular amount is paid to the taxpayer in a 
particular taxation year as a rebate under the Excise 
Tax Act in respect of any goods and services tax in- 
cluded in the amount of the expense, or the capital 
cost of the property, as the case may be, the particu- 
lar amount 


(c) to the extent that it relates to an expense re- 
ferred to in paragraph (a), shall be included in 
computing the taxpayer’s income from an office 
or employment for the particular year, and 


(d) to the extent that it relates to the capital cost 
of property referred to in paragraph (b), shall be 
deemed, for the purposes of subsection 13(7.1), 
to have been received by the taxpayer in the par- 
ticular year as assistance from a government for 
the acquisition of the property. 

Related Provisions: 8(11)— GST rebate deemed not to be 

reimbursement. 


Pre-RSC History: Subsecs. 6(7), (8) added by 1990, c..45, subsec. 
37(2), applicable to 1991 et seq. 


Pre-RSC History [former subsecs. 6(7), (8)]: Subsec. 6(8) 
repealed by 1980-81-82-83, c. 48, subsec. 1(5), applicable to 1980 
et seq. Subsec. 6(8) had read: 


(8) Remuneration as employee of spouse — Notwith- 
standing anything in section 5 or this section, in computing 
the income of a taxpayer for a ‘taxation year from an office or 
employment, there shall not be included any amount that is, 
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by ‘virtue of subsection 74(3), not required to be so included 
‘or that is, by subsection 74(4), deemed not to have been re- 
ceived by him. 


Subsec. 6(7) repealed by 1977-78, c. 32, s. 1, applicable to 1978 et 
seq. Subsec. 6(7) had read: 


(7). “Special work site” defined — For the purposes of sub- 
section (6) * ‘special work site” in respect of a taxpayer means 
a site 


(a) at watch the. duties performed by him were of a tem- 
porary nature, or 


(b) the location of which was such that the taxpayer 
could not reasonably be expected to establish and main- 
tain-a self-contained: domestic establishment for his 
spouse or a person described in subparagraph (6)(a)(i) at 
or near the site. 

interest on 


Amount in respect of 


(9) 


employee debt — Where an amount in respect of 


a loan or debt is deemed by subsection 80.4(1) to be 
a benefit received in a taxation year by an individual, 
the amount: of the benefit shall be included in com- 
puting the income of the individual for the year as 
income from an office or employment. 


Related Provisions: 15(9) — Deemed benefit to shareholder. 


Pre-RSC History: Subsec. 6(9) substituted by 1980-81-82-83, c. 
140, subsec. 1(6), applicable after 1981; and for the 1980 and 1981 
taxation years, subsec. 6(9) shall be deemed to have-read as follows: 


(9) Where an amount in respect of a loan is deemed by sub- 
section 80:4(1) to be a benefit received in a taxation year by 
an individual described in paragraph (a). or (a.1) thereof, the 
amount thereof shall be included in computing the income of 
the individual for the taxation year as income from an office 
or employment. - 


Subsec. 6(9) formerly read: 


(9) Amount in respect of interest on employee, etc., 
loans — Where an amount in respect of a loan is deemed by 
subsection 80.4(1) to be a benefit received in a taxation year 
by. an individual referred to. in paragraph (a): thereof, the 
amount thereof shall be included in computing the income of 
the individual for the taxation NER as income from an office 
or employment. 


Subsec. 6(9) added by 1977-78, c. 1, s. 2, applicable to 1979 et seq. 
Regulations: 200(2)(g) (information return). 


Interpretation Bulletins: [T-171R2: Non-resident individuals — 
computation of taxable income earned in Canada and non-refund- 
able tax credits; IT-421R2: Benefits to individuals, corporations and 
shareholders from loans or debt. 


1.T. Technical News: No. 6 (payment of mortgage interest sub- 
sidy by employer). 


(10) Contributions to an employee benefit 
plan — For the purposes of subparagraph (1)(g)(ii), 


(a) an amount included in the income of an indi- 
vidual in respect of an employee benefit plan for 
a taxation year preceding the year in which it was 
paid out of the plan shall be deemed to be an 
amount contributed to the plan by the individual; 
and 


(b) where an amount is received in a taxation 
year by an individual from an employee benefit 
plan that was in a preceding year an employee 
trust, such portion of the amount so received by 
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~ the individual as does not exceed the amount, if 
any, by which the lesser of 


(i) the amount, if any, by which 


(A) the total of all amounts allocated to the 
individual or a deceased person of whom 
the individual is an heir or legal represen- 
tative by the trustee of the plan at a time 
when it was an employee trust 


exceeds 


(B) the total of all amounts previously paid 
out of the plan to or for the benefit of the 
individual or the deceased person at a time 
when the plan was an employee trust, and 


(11) the portion of the amount, if any, by. which 
the cost amount to the plan of its property im- 


mediately before it ceased to be an employee — 


trust exceeds its liabilities at that time that 


(A) the amount determined under subpara- 
graph (i) in respect of the individual 


is of 


(B). the total of amounts determined under 
subparagraph (i) in respect of all individu- 
als who were beneficiaries under the plan 
immediately before it ceased to be an em- 
ployee trust 


exceeds 


(iii) the total of all amounts previously re- 
ceived out of the plan by the individual or a 
deceased person of whom the individual is an 
heir or legal representative at a time when the 
plan was an employee benefit plan to the ex- 
tent that the amounts were deemed by this 
paragraph to be a return of amounts contrib- 
uted to the plan 


shall be deemed to be the return of an amount 
contributed to the plan by the individual. 


Pre-RSC History: Subsec. 6(10) added by 1980-81-82-83; c. 48, 
subsec. 1(6), applicable to 1980. et seq. 
Interpretation Bulletins: IT-498: The deductibility of interest on 


money borrowed to reloan to employees or shareholders; IT-502: 
Employee benefit plans and employee trusts. 


(11) Salary deferral arrangement — Where at 
the end of a taxation year any person has a right 
under a salary deferral arrangement in respect of a 
taxpayer to receive a deferred amount, an amount 
equal to the deferred amount shall be deemed, for the 
purposes only of paragraph (1)(a), to have been re- 
ceived by the taxpayer as a benefit in the year, to the 
extent that the amount was not otherwise included in 
computing the taxpayer’s income for the year or any 
preceding taxation year. 

Related Provisions: 6(1)(a)(v) — Amounts to be included as in- 
come from office or employment — value of benefits; 6(1)(@) — 
SDA payments; 6(12)-(14) — SDA — Rules; 8(1)(0) — Forfeited 
amounts; 20(1)(00), (pp) — SDA — deduction to employer; 
56(1)(w) — Benefit from SDA — included in income. 
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Advance Tax Ruling: ATR-39:.Self-funded leave of absence; 
ATR-45: Share appreciation rights plan; ATR-64: Phantom stock 
award plan. 


(12) Idem — Where at the end of a taxation year 
any person has a right under a salary deferral ar- 
rangement (other than a trust governed by a salary 
deferral arrangement) in respect of a taxpayer to re- 
ceive a deferred amount, an amount equal to any in- 
terest or other additional amount that accrued to, or 
for the benefit of, that person to the end of the year 
in respect of the deferred amount shall be deemed at 
the end of the year, for the purposes only of subsec- 


tion (11), to be a deferred amount that the person has 


a right to receive under the arrangement. 


(13) Application — Subsection (11) does not apply 
in respect of a deferred amount under a salary defer- 
ral arrangement in respect of a taxpayer that was es- 
tablished primarily for the benefit of one or more 
non-resident employees in respect of services to be 
rendered in a country other than Canada, to the ex- 
tent that the deferred amount 


(a) was in respect of services rendered by an em- 
ployee who. 


(i) was not resident in Canada at the time the 
services were rendered, or. 


(ii) was resident in Canada for a period (in 
this. subsection referred to.as an “excluded pe- 
riod’) of not more than 36 of the 72 months 
preceding the time the services were rendered 
and was an employee to whom the arrange- 
ment applied before the employee became res- 


ident in Canada; and 


(b) cannot reasonably be regarded as being in re- 
spect of services rendered or to be rendered dur- 
ing a period (other than an excluded period) when 
the employee was. resident in Canada. 


Related Provisions: 18(1)(0.1) — Salary deferral arrange- 
ment — no deduction of outlays for non-residents. 


(14) Part of plan or arrangement — Where de- 
ferred amounts under a salary deferral arrangement 
in respect of a taxpayer (in this subsection referred to 
as “that arrangement’) are required to be included as 
benefits under paragraph (1)(a) in computing the tax- 
payer’s income and that arrangement is part of a plan 
or arrangement (in this subsection referred to as the 
“plan”) under which amounts or benefits not related 
to the deferred amounts are payable or provided, for 
the purposes of this Act, other than this subsection, 


(a) that arrangement shall be deemed to be a sep- 
arate arrangement independent of other parts of 
the plan of which it is a part; and © 


(b) where any person has a right to a deferred 
amount under that arrangement, an amount re- 
ceived by the person as a benefit at any time out 
of or under the plan shall be deemed to have been 
received out of or under that arrangement except 
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to the extent that it exceeds the amount, if any, by 
which 


(i) the total of all deferred amounts under that 
arrangement that were included under para- 
graph (1)(a) as benefits in computing the tax- 
payer’s income for taxation years ending 
before that time: - 


exceeds 
(ii) the total of 


(A) all deferred amounts received by any 
person before that time out of or under the 
plan that were deemed by this paragraph to 
have been received out of or under that ar- 
rangement, and _, 


(B) all deferred amounts under that ar- 
rangement that were deducted under para- 
graph 8(1)(o) in computing the taxpayer’s 
income for the year or preceding taxation 
years. 


Related Provisions: 6(1)(g) — Employee benefit plan benefits; 
56(10) — Severability of retirement compensation arrangement. 


Pre-RSC History: Subsecs. 6(11) to (14) added by 1986, ¢. 55, 
subsec. 1(2), applicable to 1986 et seq. 


(15) Forgiveness of airiproyee debt — For the 
purpose of paragraph (1)(a), 


(a) a benefit shall be deemed to have been en- 
joyed by a taxpayer at any time an obligation is- 
sued by any debtor (including the taxpayer) is 
settled or extinguished; and 


(b) the value of that benefit shall be deemed to be 
the forgiven amount at that time in respect of the 
obligation. 


Related Provisions: 6(15.1) — Meaning of “forgiven amount”; 
15(1.2) — Forgiveness of shareholder loans; 79(3)F(b)(G) — Where 
property surrendered to creditor; 80(1)“forgiven amount’B(b) — 
Debt forgiveness rules do not apply to amount of benefit; 80.01.— 
Deemed settlement of debts. 


History: Subsec. 6(15) amended by 1995, c. 21, s. 1, applicable to 
taxation years that end after February 21, 1994. Subsec. 6(15) for- 
merly read: 


(15)-Forgiven employee loans — For the purposes of para- 
graph (1)(a), the value of the benefit received or enjoyed by a 
taxpayer, in circumstances where a loan or other obligation to 
pay an amount is settled or extinguished at any time without 
any payment. by the taxpayer or by payment by the taxpayer 
of an amount that is less than the amount of the obligation 
outstanding at that time, shall be deemed to be the amount, if 
any, by which the amount of the obligation outstanding at 
that time exceeds the amount so paid, if any. 


Pre-RSC History: Subsec. 6(15) added by: 1987, c..46, subsec. 
1(2), applicable in respect of obligations settled or extinguished af- 
ter February 17, 1987. 


Interpretation Bulletins: IT-421R2: Benefits to individuals, cor- 
porations and shareholders from loans or debt. 


(15.1) Forgiven amount — For the purpose of 
subsection (15), the “forgiven amount” at any time 
in respect of an obligation issued by a debtor has the 
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meaning that would be este iositg by subsection 80(1) 
if 


(a) the obligation were a commercial obligation 
(within the meaning assigned by subsection 
80(1)) issued by the debtor; 


(b) no amount included in computing income be- 
cause of the obligation. being -settled or extin- 
guished at that time were taken into account; 


(c) the definition “forgiven amount” in subsection 
80(1) were read without reference to paragraphs 
(f) and (h) of tHe description of B in that defini- 
tion; and 


(d) section 80 were read without reference to 
paragraphs (2)(b) and (q) of that section. 
Related Provisions: 80.01(1)“forgiven’ amount” — Application 
of definition for purposes of s. 80.01; 248(26) — Liability deemed 
to be obligation issued by debtor; 248(27) — Partial settlement of 
debt obligation.. 


History: Subsec, 6(15.1) added. by 1995, c. 21, s. 1, applicable to 
taxation years that end after February 21, 1994. , 


(16) Disability-related employment .bene- 
fits — Notwithstanding subsection (1), in comput- 
ing an individual’s income for a taxation year from 
an office or employment, there shall not be included 
any amount received or enjoyed by the individual in - 
respect of, in the course of or because of the individ- 
ual’s office or employment that 1s the value of a ben- 
efit relating to, or an allowance (not in excess. of a 
reasonable amount) in respect of expenses incurred 
by the individual for, 


(a) the transportation of the individual between 
the individual’s ordinary place of residence and 
the individual’s work location (including parking 
near that location) if the individual is blind or is a 

person in respect of whom an amount is deducti- 
ble, or would but for paragraph 118.3(1)(c) be de- 
ductible, because of the individual’s mobility im- 
pairment, under section 118.3'in computing a 
taxpayer’s tax payable under this Part for the 
year; or 


(b) an attendant to assist the eaividaal in the per- 
formance of the individual’ s duties if the individ- 
ual is a person in respect of whom an: amount-is 
deductible, or’ would but for paragraph 
118.3(1)(c) be deductible, under section 118.3 in 
computing a taxpayer’s tax payable under this 
Part for the year. 

Related Provisions: 6(1.1)— Parking normally a acai ane 


fit; 64 — Attendant. care expenses; 118. 4(1) —Nature of 
impairment. 


History: Subsec. 6(16) added by 1994, c. 7, Sch. Il (1991, c. 49), 
subsec. 3(5), applicable to 1991 et seq. 


Interpretation Bulletins: IT-519R2: Medical expense and disa- 
bility tax credits and attendant care expense deduction. 

(17) Definitions — The definitions. in this: subsec- 
tion apply in this subsection and subsection (18). 
“disability policy” means a group disability insur- 
ance policy that provides for periodic payments to 
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individuals in respect of the loss of remuneration 
from an office or employment. 


“employer” of an individual includes a former em- 
ployer of the individual. 


“top-up disability payment” in respect of an indi- 
vidual means a payment made by an employer of the 
individual as a consequence of the insolvency of an 
insurer that was obligated to make payments to the 
individual under a disability policy where 


(a) the payment is made to an insurer so that peri- 
odic payments made to the individual under the 
policy will not be reduced because of the insol- 
vency, or will be reduced by a lesser amount, or 


(b) the following conditions are satisfied: 


(i) the payment is made to the individual to 
replace, in whole or in part, periodic payments 
that would have been made under the policy 
to the individual but for the insolvency, and 


(ii) the payment is made under an arrange- 
ment by which the individual is required to re- 
imburse the payment to the extent that the in- 
dividual subsequently receives an amount 
from an insurer in respect of the portion of the 
periodic payments that the payment was in- 
tended to replace. 


For the purposes of paragraphs (a) and (b), an insur- 
ance policy that replaces a disability policy is 
deemed to be the same policy as, and a continuation 
of, the disability policy that was replaced. 

Related Provisions: 8(1)(n) — Reimbursement under (b)(ii) not 


deductible as salary reimbursement; 8(1)(n.1) — Limited deduction 
for reimbursements under (b)(ii). 


History: Subsec. 6(17) added by 1998, c. 19, s. 68, applicable to 
payments made after August 10, 1994. 


(18) Group disability benefits — insolvent in- 
surer — Where an employer of an individual makes 
a top-up disability payment in respect of the 
individual, 
(a) the payment is, for the purpose of paragraph 
(1)(a), deemed not to be a benefit received or en- 
joyed by the individual; 
(b) the payment is, for the purpose of paragraph 
(1)(f), deemed not to be a contribution made by 
the employer to or under the disability imsurance 
plan of which the disability policy in respect of 
which the payment is made is or was a part; and 


(c) if the payment is made to the individual, it is, 
for the purpose of paragraph (1)(f), deemed to be 
an amount payable to the individual pursuant to 
the plan. 
Related Provisions: 6(17) — Definitions; 8(1)(n.1) — Reim- 
bursement to employer. 
History: Subsec. 6(18) added by 1998, c. 19, s. 68, applicable to 
payments made after August 10, 1994. 
Definitions [s. 6]: “amount”, “automobile” — 248(1); “bene- 
fit” — 6(18)(a); “benefit amount” — 6(1)(e.1)(i); “business” — 
248(1); “Canada” — 255; “contribution” — 6(18)(b); “cost” — 
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6(7); “cost.amount”, “death benefit”, “deferred amount” — 248(1); 
“deferred payment” — 8(1)(n.1)(i); “deferred profit sharing 
plan” — 147(1), 248(1); “disability policy” — 6(17); “dividend”, 
“employed”, “employee”, “employee benefit plan”, “employee 
trust” — 248(1); “employees profit sharing plan” — 144(1), 248(1); 
“employer” — 6(2), (17), 248(1); “employment” — 248(1); “for- 
given amount” — 6(15.1); “goods and services tax”, “group term 
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life insurance policy”, “individual”, “life insurance policy”, ““Minis- 


ter”, “motor vehicle”, “non-resident” — 248(1); “obligation” — 


248(26); “office” — 248(1); “payor” — 6(1)(k)(ii); “person”, “per- 
sonal or living expenses” — 248(1); “policy year’ — 6(5); “pre- 
scribed”, “private health services plan” — 248(1); “profit sharing 
plan” — 147(1), 248(1); “property” — 248(1); “province” — Inter- 
pretation Act 35(1); “registered pension plan”, “regulation” — 
248(1); “related” — 251(2); “resident in Canada” — 250; “‘retire- 


ment compensation arrangement’, “salary deferral arrangement’, 
”, “superannuation or pen- 


“self-contained domestic establishment’, 
sion benefit” — 248(1); “supplementary unemployment benefit 
plan” — 145(1),,248(1); “taxation year” — 249; “taxpayer” — 
248(1); “top-up disability payment” — 6(17); “Treasury Board” — 
248(1); “writing” — Interpretation Act 35(1). 


7. (1) Agreement to issue shares to employ- 
ees — Subject to subsection (1.1), where a corpora- 
tion has agreed to sell or issue shares of the capital 
stock of the corporation or of a corporation with 
which it does not deal at arm’s length to an em- 
ployee of the corporation or of a corporation with 
which it does not deal at arm’s length, 


(a) if the employee has acquired shares under the 
agreement, a benefit equal to the amount, if any, 
by which 


(i) the value of the shares at the time the em- 
ployee acquired them 


exceeds 


(ii) the total of the amount paid or to be paid 
to the corporation by the employee for the 
shares and any amount paid by the employee 
to acquire the right to acquire the shares 


shall be deemed to have been received, in the tax- 
ation year in which the employee acquired the 
shares, by the employee because of the em- 
ployee’s employment; 

(b) if the employee has transferred or otherwise 
disposed of rights under the agreement in respect 
of some or all of the shares to a person with 
whom the employee was dealing at arm’s length, 
a benefit equal to the amount, if any, by which 


(i) the value of the consideration. for the 
disposition 


exceeds 


(ii) the amount, if any, paid by the employee 
to acquire those rights 


shall be deemed to have been received, in the tax- 
ation year in which the employee made the dispo- 
sition, by the employee because of the em- 
ployee’s employment; 
Selected Cases [para. 7(1)(b)]: Dundas vy. Canada, [1995] 1 
C.T.C. 184 (FCA) (Court of Appeal reluctant to interfere with infer- 


ence drawn by trial judge from agreed statement of facts); Dundas 
v. MNR, [1993] 1 C.T.C. 398 (FCTD) (Amounts received for can- 
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cellation of stock option rights on amalgamation of per 
were proceeds of disposition, not damages). 


(c) if rights of the employee under the agreement 
have, by one or more transactions between per- 
sons not dealing at arm’s length, become vested 
in a person who has acquired shares under the 
agreement, a benefit equal to the amount, if any, 
by which 
(i) the value of the shares at the time that per- 
son acquired them 
exceeds 


(ii) the total of the amount paid or to be paid 
to the corporation by that person for the shares 
and any amount paid by the employee to ac- 
quire the right to acquire the shares 


shall be deemed to have been received, in the tax- 
ation year in which the person acquired the 


shares, by the employee because of the em-- 


ployee’s employment, unless at the time the per- 
son acquired the shares the employee was de- 
ceased, in which case such a_benefit shall be 


deemed to have been received. by the person in 


that year as income from the duties of an employ- 
ment performed by the person in that year in the 
country in which the employee primarily _per- 
formed the duties of the employee’s employment; 


(d) if rights of the employee under the agreement 
have, by one or more transactions between per- 
sons not dealing at arm’s length, become vested 
in a particular person who has transferred or oth- 
erwise disposed of rights under the agreement to 
another person with whom the particular. person 
was dealing at arm’s length, a benefit equal to the 
amount, if any, by which 


(i) the value of the consideration for the 
disposition 


exceeds 


(ii) the amount, if any, paid by the employee 
to acquire those rights 


shall be deemed to have been received, in the tax- 
ation year in which the particular person made 
the disposition, by the employee because of the 
employee’s employment, unless at the time the 
other person acquired the rights the employee 
was deceased, in which case such a benefit shall 
be deemed to have been received by the particu- 
lar person in that year as income from the duties 
of an employment performed by the particular 
person in that year in the country in which the 
employee primarily performed the duties: of the 
employee’s employment; and 


(e) if the employee has died and immediately 
before the death the employee owned a right to 
acquire shares under the agreement, a benefit 
equal to the amount, if any, by which 


(i) the value of the right immediately after ga 


death 
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exceeds 
(ii) the amount, if any, paid by the hits 
to acquire the right 
shall be deemed to have been received, in the tax- 
ation year in which the employee died, by the 
employee’ because of the employee’s employ- 
ment, and paragraphs (b), (c) and (d) do not 
apply. . 


Related Provisions: 7(1.1) — Stock option granted by CCPC; 
7(1.4) — Exchange of options; 7(1.5) — Rules where shares ex- 
changed; 7(2) — Shares held by trustee; 8(12) — Return of em- 
ployee shares by trustee; 53(1)(j) — Addition to adjusted cost base 


of share; 110(1)(d) — Deduction of '/+ of the taxable benefit; 
110.6(19)(a)()(A)B — Election to trigger capital gains exemp- 
tion — no income inclusion; 128:1(1)(b)(v) — Stock options ex- 
cluded from deemed disposition on becoming resident in Canada; 
128.1(4)(b)(vi) + Stock ‘options ‘excluded from deemed disposition 
on becoming non-resident; 153(1)(a) — Withholding of tax by em- 


_ ployer; 164(6.1) — Exercise or disposition of employee stock op- 


tion by legal representative of deceased employee. 


History: Paras. 7(1)(a) to ( (d) substituted and para. 7 1\(e) ‘adtied by 
1994, c. 7, Sch. II (1991, c. 49), subsecs. 4(1) and (2),-paras. 7(1)(a) 
to (d) applicable to 1988 et seq., and (e) applicable with respect to 


| deaths occurring after July.13, 1990. Paras. (a) to (d).formerly read: 


(a) 1f the employee has acquired shares under the agreement, 
a benefit equal. to, the amount by which the value. of the shares 
at the time the employee acquired them exceeds. the amount 
paid or to be paid to the corporation therefor by the employee 
shall be'deemed to have been received by the employee by 
virtue of the employee’s employment in the taxation year in 
which the, employee acquired the shares; 


(b) if the employee has transferred or here drdoced of 

rights under the agreement in respect of, some or all of the. 
shares to a person with whom the employee was dealing at 

arm’s length, a benefit equal to the value of the consideration 

for the disposition shall be deemed to’have been received by~ 
the employee by virtue of the employee’s employment in the 

taxation year.in which the employee made the. disposition; 


(c) if rights of the employee under the agreement have, by 
one or more transactions between persons not dealing at 


Subdiv. a — Office or Employment 


arm’s length; become vested in.a person. who has acquired 

shares under the agreement, a benefit.equal to the amount by 
~ which the value of the shares at the time that person acquired 

them exceeds the amount paid or to be ‘paid to the corporation 

therefor by that person shall be deemed to have been received 

by the employee by virtue of the employee’s employment in 

the taxation year in which tet] esses acquired the shares; 
and 


(d) if rights of the employee under the agreement have, by 

one or more transactions between persons: not: dealing - at 

arm’s length, become vested in a person who has transferred 

or otherwise disposed of rights under the agreement to a per- 

son with whom the transferor was dealing at arm’s length, a 

benefit equal to the value of the consideration for the disposi- 

tion shall be deemed to have been received by the employee 

~~ by virtue of the employee’s employment in the taxation year 
in which made the disposition was made. 


Pre-RSC History: All that portion of subsec. 7(1) preceding para. 
(a) substituted by 1977-78, c. 1, subsec. 3(1), applicable to agree- 
ments entered into after March 31, 1977, to add “Subject to subsec- 
tion (1.1),”: 


Selected Cases [subsec. 7(1)]: Del Grande (E.) v. Canada, 
[1993] 1 C.T.C. 2096 (TCC), (Stock option benefit received. as: di- 
rector or officer when rights acquired, not when subsequently 
exercised); Ball (D.J.) v. MNR, [1992],2 C.T.C. 2770 (TCC) (Bene- 
fit under, stock option agreement commensurate with number of 
shares issued and acquired on full payment, of consideration in ac- 
cordance with corporation law, not number of shares employee enti- 
tled to acquire under option); Hale v. Canada, [1992] 2. C.T.C. 379 
(FCA); leave to appeal to SCC refuséd (1993), 151 NR 159 (note) 
(Benefit from exercising options while resident in UK and after Ca- 
nadian employment terminated taxable; subsection 7(4) not incon- 
sistent with Article 15(1) of Canada-UK Convention); Clemiss v. 
MNR, [1992] 2 C.T.C. 232 (FCTD) (Benefit taxable in year shares 
paid for and registered, not in year option purportedly exercised); 
Placer Dome Inc. v. Canada, [1992] 2 C.T.C. 99 (FCA); leave to 
appeal to SCC refused (1993), 151 NR 392 (note) (Payments into 
employees’ stock purchase plan governed by subsection 7(3), not 
deductible remuneration); Canada v. Chrysler Canada Ltd. (No. 3), 
[1992] 2 C.T.C. 95 (FCTD) (Employee stock ownership plan was 
“stock option”, not “employee benefit plan” under paragraph 
6(1)(g)); Gesser'(N:) Estate v. MNR, [1992] 2 C.T.C. 26 (FCA); 
leave to appeal to SCC refused (1992), 143) NR 394 (note) 
(“Pseudo-transfer” of shares executed in 1970 resulted in taxable 
benefit in later year); Ingram v. MNR;.[1991] 2 C.T.C. 2259 (TCC) 
(Taxpayer not taxable on gains from stock options taken as agent 
for others legally barred from taking them); Canada v. Chrysler 
Canada Ltd.; [1991] 2 C.T.C. 156 (FCTD); additional reasons at 
(sub nom. Canada vy. Chrysler Canada Ltd. (No. 2)) [1992] 1 C.T.C. 
61 (FCTD) (Employee stock ownership plan both agreement to is- 
sue shares to employees (taxable pursuant to section 7) and em- 
ployee benefit plan (taxable pursuant to paragraph 6(1)(g))); Hale v. 
Canada, {1990] 2 C.T.C. 247 (FCTD); aff'd [1992] 2. C.T.C. 377 
(FCA); leave to appeal to SCC refused (March: 11, 1993), Doc. 
23193 (Director’s fees received by. non-resident were 50% taxable. 
Article 15 of Canada-U.K. Tax. Convention interpreted); Pollock v. 
Canada, [1990] 1 C.T.C. 196 (FCTD); appealed to FCA (Jan. 19, 
1990), File A-75/76-90 (Shares acquired under employee stock op- 
tion may be object of adventure in nature of trade); Grohne vy. Can- 
ada, [1989] 1 C.T.C. 434 (FCTD) (Shares acquired by direc- 
tor/shareholder pursuant to. rights offering were. not benefit received 
by virtue of office); The Queen v. Beaumont, [1988] 2 CTT 365 
(FCA) (Whether or not a transaction is at atm’s length is question of 
fact); Steen v. The Queen, [1988] 1 C.T.C. 256 (FCA) (Shares val- 
ued at date option exercised); Busby v. The Queen,,[1986] 1 C.T.C. 
147 (FCTD) (Profit from disposition of shares in company associ- 
ated to employer company was not benefit from employment); 
Mansfield v. The Queen, [1984] C.T.C. 547 (FCA); leave to appeal 
to SCC refused (1985), 58 NR 237 (Difference between cost of con- 
vertible debenture and value of shares was both taxable benefit and 
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addition to adjusted cost base); Grant: The Queen, [1974] C.T.C. 
332 (FCTD) (Profit from disposition of shares acquired .at market 
value was not benefit). 


Interpretation Bulletins: IT-96R6; Options granted, by corpora- 
tions to acquire shares, bonds, or debentures and by trusts to acquire 
trust units; IT-171R2: Non-resident individuals — computation of 
taxable income earned in Canada and non-refundable tax credits. 


Information Circulars: 89-3: Policy statement on business equity 
valuations. 


I.T. Technical News: No. | (convertible preferred shares); No. 7 
(stock options plans — receipt of cash in lieu of shares). 


Advance Tax Ruling: ATR-15: Employee stock option “plan; 
ATR-64: Phantom stock award plan. 


(1.1) Employee stock options — Where after 


March 31, 1977 a Canadian-controlled private: cor- 


poration (in this subsection referred to as “the corpo- 
ration”) has agreed to sell or issue a share of the cap- 
ital stock of the corporation: or ofa Canadian- 
controlled private corporation with which it does. not 
deal at arm’s length to an-employee of the corpora- 
tion or of a Canadian-controlled private corporation 
with which it doés not deal at arm’s length and at the 
time immediately after the agreement was made the 
employee was dealing at arm’s feng (nh with 


(a) the corporation, © 


(b) the Canadian-controlled private corporation, 
the. share, of the capital stock of which has been 
agreed to be sold by the corporation, and 


(c) the: Canadian-controlled, private corporation 
that is the employer of the employee, 
in applying paragraph (1)(a) in respect of the em- 
ployee’s acquisition. of the. share; the reference in 
that paragraph to: “the taxation year in: which the em- 
ployee acquired the shares’’ shall be read, as -a refer- 
ence to “the taxation year in which the employee dis- 
posed of or exchanged the shares”. 
Related Provisions: 7(1.3)— Order of disposition of shares; 


7(1.4) —Exchange of options; 7(1.5)— Exchange of shares; 
110(1)(d), (d.1) — Deduction of '/4 of the taxable benefit. 


History: That portion of subsec.'7(1.1) following para. (c) 
amended by 1994, c..7, Sch. Il (1991, c. 49): subsec. 4(3), to substi- 
tute “read as a reference to” for “read as”, applicable to 1988 ef seq. 


Pre-RSC History: That portion of subsec. 7(1.1) following para. 
(c) substituted by 1986, c. 6, subsec. 2(1), applicable with respect to 
shares acquired after May 22, 1985. That portion formerly read: 


paragraph (1)(a) does not apply in respect of the employee’s 
acquisition of the share unless the employee disposes of the 
share, otherwise than as a consequence of his death, within 
two, years from the date he acquired it. 


Subsec, 7(1.1) added by 1977-78, c. 1: subsec. 3(2), applicable to 
agreements entered into after March 31, 1977. 


Selected Cases [subsec. 7(1.1)]: Aylward vy. R., [1997] 2 
C.T.C. 2748 (TCC) (Section 7, when applicable, overrides subsec- 
tion 84(1)); Wiebe et al. v. The Queen, [1987] 1 C.T.C. 145 (RCA) 
(Provision inapplicable to shares acquired in 1978 pursuant to op- 
tion, agreement entered before March 31, 1977 where agreement 
was radically changed at time of share purchase). 


Interpretation Bulletins: IT-96R6: Options granted by corpora- 
tions to acquire shares, bonds, or debentures and by trusts to acquire 
trust units; IT-171R2: Non-resident individuals — computation of 
taxable income earned in Canada -and non-refundable tax credits. 


Advance Tax Ruling: ATR-15: Employee stock option plan. 


S. 7(1.2) 


(1.2) [Repealed under former Act] — 

Pre-RSC History: Subsec. 7(1.2) repealed by 1986, c. 6, subsec. 

2(2), applicable with respect to shares acquired after May 22, 1985. 

Subsec. 7(1.2) formerly read: 
(1.2) Idem — Where a taxpayer has acquired a share in cir- 
cumstances such that, if he had not disposed of it within two 
years from the date he acquired it, paragraph (1)(a) would not 
have applied to the acquisition by reason of subsection (1.1), 
the reference in paragraph (1)(a) to “the taxation year in 
which he acquired the shares” shall be read as “the taxation: 
year in which he disposed of the shares”. 


Subsec. 7(1.2). added by 1977-78, c. 1, subsec.’3(2), applicable to 
agreements entered into after March 31, 1977. 


(1.3) Order of disposition of shares — For the 
purpose of subsection (1.1), a taxpayer shall be 
deemed to dispose of shares that are identical proper- 
ties in the order in-which the taxpayer acquired them. 
Related Provisions: 248(12) — Identical properties. 


Pre-RSC History: Subsec. 7(1.3) added -by 1977-78, c. 1, subsec. 
3(2), applicable to agreements entered into after March 31, 1977. 


(1.4) Exchange of options — For the purposes of 
this section and paragraph 110(1)(d), where 


(a) a taxpayer disposes of rights under an agree- 
ment referred to in subsection (1) or (1.1) to ac- 
quire shares of the capital stock of a particular 
corporation that made the agreement or of a cor- 
poration with which the particular corporation 
does not deal at arm’s length (which rights and 
shares are referred to in this subsection and: para- 
graph 110(1)(d) as the “exchanged option” and 
the “old shares”, respectively), 


(b) the taxpayer receives no consideration for. the 
disposition of the exchanged option other than 
rights under an agreement with 


(i) the particular corporation, 


(ii) a corporation with which the particular 
corporation does not deal at arm’s length im- 
mediately after the disposition, 


(i11) a corporation formed on the amalgama- 
tion or merger of the particular corporation 
and one or’ more other corporations, or 


“ (iv) a corporation with which the corporation 
referred to in subparagraph (iii) does not deal 
at arm’s length immediately after the 
disposition 

to acquire shares of its capital stock or of the cap- 
ital stock of a corporation with which it does not 
‘deal at arm’s length (which rights and shares are 


referred to in this subsection and’ paragraph | 


110(1)(d) as the “new option” and the “new 
shares”, respectively), and 


(c) the amount, if any, by which 
(i) the total value of the new shares immedi- 
ately after the disposition 

exceeds 


(ii) the total amount payable by the taxpayer 
to acquire the new shares under the new 
option 
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does not exceed the amount, if any, by which 


(iii) the total value of the old shares immedi- 
ately before the disposition Q 


exceeds 


(iv) the amount payable by the taxpayer to ac- 
quire the old shares under the exchanged 
option, 


the following rules apply: 


(d) the taxpayer. shall be deemed not to. have dis- 
posed of the exchanged option and not to have 
acquired the new option, 


(e) the new option shall be deemed to be the same 
option as, and a continuation of, the exchanged 
option, and 


(f) the corporation referred to in subparagraph 
(b)(ii), Gi) or (iv), as the case may be, shall be 
deemed to be the same corporation as, and a con- 
tinuation of, the particular corporation. 


History: Subsec. 7(1.4) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 4(4), applicable to 1988 et seq: except that where a tax- 
payer so elects by notifying the Minister of National Revenue in 
writing, the subsec. is not applicable with respect to dispositions of 
property by the aurtae before July 14, 1990. Subsec. re 4) for- 
merly read: 


(1.4) Rules where options exchanged — For the purposes 
of this section and paragraph 110(1)(d), where a taxpayer ex- 
changes rights that the taxpayer has acquired under an agree- 
ment referred to in this section (in this subsection referred to 
as an “exchanged option”) on.an amalgamation or merger of 
two or more corporations and receives no. consideration for 
the disposition of the exchanged option other than rights. 
under an agreement of the corporation resulting from the 
amalgamation or merger to issue or sell to the taxpayer shares 
of its capital stock or of the capital stock of a corporation 
with which it does not deal at arm’s length (in this subsection | 
referred to as a “new option’), the following rules apply: 


(a) the taxpayer shall be deemed not to have disposed of ; 
the exchanged option and not to have, aeaee the new 
option; 


(b) the’ new option shail be deemed to be the same option 
as, and a continuation of, the exchanged option; and 


(c) the amalgamated or merged corporation shall be 
deemed to be the same corporation as, and a continuation 
of, each predecessor corporation. 


Pre-RSC History: All: that: portion of subsec. 11 A) preceding 
para. (a) amended by 1987, c..46, s. 2, to add: “and: paragraph 
110(1)(d)’, applicable with respect to rights exchanged on an amal- 


| gamation or merger occurring after 1984. 


Subsec. 7(1.4) added by 1985, c. 45,s. 3, applicable with respect to 
rights acquired on an amalgamation or merger Occurring after 1984. 


Interpretation Bulletins: IT-96R6; Options granted by corpora- 
tions to acquire shares, bonds, or debentures and by trusts to acquire 
trust units. 


(1.5) Rules where shares exchanged — For the 
purposes of this section and paragraph 110(1)(d.1), 
where | 


(a) a taxpayer disposes of or Seenaies shares of 
a Canadian corporation that were acquired by the 
taxpayer under an agreement referred to in sub- 
section (1.1) (in this subsection referred to as the 
“exchanged shares’’), id ix: 


Subdiv. a — Office or Employment 


(b) the taxpayer receives no consideration for the 
disposition or exchange of the exchanged shares 
other than shares (in this subsection referred to as 
the “new shares’’) of 


(1) the corporation, 


(ii) a corporation with which the corporation 
does not deal at arm’s length immediately af- 
ter the disposition or exchange, 


(i11) a corporation formed on the amalgama- 
tion or merger of the corporation and one or 
more other corporations, or 


(iv) a corporation with which the corporation 
referred to in subparagraph (iii) does not deal 
at arm’s length immediately after the disposi- 
tion or exchange, and 


(c) the total value of the new shares immediately 
after the disposition or exchange does not exceed 
the total value of the old shares immediately 
before the disposition or exchange, 


the following rules apply: 


(d) the taxpayer shall be deemed not to have dis- 
posed of or exchanged the exchanged shares and 
not to have acquired the new shares, 


(e) the new shares shall be deemed to be the same 
shares as, and a continuation of, the exchanged 
shares, 


(f) the corporation that issued the new shares 
shall be deemed to be the same corporation as, 
and a continuation of, the corporation that issued 
the exchanged shares, and 


(g) where the exchanged shares were issued 
under an agreement, the new shares shall be 
deemed to have been issued under that 
agreement. 

Related Provisions: 110(1)(d) — Employee stock options. 


History: The opening words of subsec. 7(1.5) substituted by 1994, 
c. 21, s. 3, applicable to 1992 et seq. The opening words of that 
subsec. formerly read: 


(1.5) Exchange of shares — For the purposes of subsection 
(1.1) and paragraph 110(1)(d.1), where 


Subsec. 7(1.5) substituted by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 4(4), applicable to 1988 et seg. except that where a taxpayer so 
elects by notifying the Minister of National Revenue in writing, the 
subsec. is not applicable to dispositions of property by the taxpayer 
before July 14, 1990. Subsec. 7(1.5) formerly read: 


(1.5) Rules where shares exchanged — For the purposes 
of subsection (1.1) and paragraph 110(1)(d.1), where, in cir- 
cumstances where subsection 85.1(1) or 87(4) apply, a tax- 
payer acquires shares of a Canadian corporation (in this sub- 
section referred to as “new shares”) in exchange for shares of 
a Canadian corporation acquired under an agreement referred 
to in subsection (1.1) (in this subsection referred to as “ex- 
changed shares”), the following rules apply: 


(a) the taxpayer shall be deemed not to have disposed of 
or exchanged the exchanged shares and not to have ac- 
quired the new shares; 


(b) the new shares shall be deemed to be the same shares 
as, and a continuation of, the exchanged shares; 

(c) the purchaser (within the meaning assigned by section 
85.1) or the new corporation (within the meaning as- 
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signed by section 87), as the case may be, shall be 
deemed to be the same corporation as, and a continuation 
of, the corporation that issued the exchanged shares; and 


(d) where the exchanged shares. were issued under an 
agreement, the new shares shall be deemed to have been 
issued under that agreement. 


Pre-RSC History: All that portion of subsec. 7(1.5) preceding 
para. (b) amended to add reference to paragraph 110(1)(d.1) and to 
substitute in para. 7(1.5)(a) “disposed of or exchanged the ex- 
changed shares” for “disposed of the exchanged shares”, by 1986, c. 
6, subsec. 2(3), applicable with respect to shares acquired after May 
22, 1985. . 


Subsec. 7(1.5) added by 1985, c. 45, s..3, applicable with respect to 
shares acquired on an amalgamation, merger or share for share éx- 
change occurring after 1984. 


Interpretation Bulletins: IT-96R6: Options granted by corpora- 
tions to acquire shares, bonds, or debentures and by trusts to acquire 
trust units. 


(2) Shares held by trustee — Where a share is 
held by a trustee in trust or otherwise, whether abso- 
lutely, conditionally or contingently, for an em- 
ployee, the employee shall be deemed, for the pur- 
poses of this section and paragraphs 110(1)(d) and 
(d.1), 


(a) to have acquired the share at the time the trust 
commenced so to hold it; and 


(b) to have exchanged or disposed of the share at 
the time the trust exchanged it or disposed of it to 
any person other than the employee. 


Related Provisions: 8(12) — Return of employee shares by. trus- 
tee; 110.6(16) — Personal trust. 


Pre-RSC History: Subsec. 7(2) substituted by 1986, c. 6, subsec. 
2(4), applicable with respect to shares acquired after May 22, 1985 
Subsec, 7(2) formerly read: . 


(2) Shares held by a trustee — Where a share is held by a 
trustee in trust or otherwise, either absolutely, conditionally 
or contingently, for an employee, the employee shall. be 
deemed, for the purposes of this section and paragraph 
110(1)(d), to have acquired the share at the time the trustee 
commenced so to hold it. 


Subsec. 7(2) substituted by 1984, c. 45, s. 2, to add “and paragraph 
110(1)(d)”, applicable after February 15, 1984. 


(3) Special provision — Where a corporation has 
agreed to sell or issue shares. of the capital stock of 
the corporation or of a corporation with which it 
does not deal at arm’s. length to an employee of the 
corporation or of a corporation with which it does 
not deal at arm’s length 


(a) no benefit shall be deemed to have been re- 
ceived or enjoyed by the employee under or by 
virtue of the agreement for the purpose of this 
Part except as provided by this section; and 


(b) the income for a taxation year of the corpora- 
tion or of a corporation with which it does not 
deal at arm’s length shall be deemed to be not 
less than its income for the year would have been 
if a benefit had not been conferred on the em- 
ployee by the sale or issue of the shares to the 
employee or to a person in whom the employee’s 
rights under the agreement have become vested. 


S. 7(3) 


Selected Cases [subsec. 7(3)]: Placer Dome Inc: v. Canada, 
[1992] 2 C.T.C,.99 (FCA); leave to appeal to SCC refused [unre- 
ported] (March 18, 1993), Doc. 23247 (Payments by taxpayer into 
employees’ stock purchase plan not deductible); Kaiser Petroleum 
Ltd. v. Canada, [1990] 2 C.T.C. 439 (FCA); leave to appeal to SCC 
refused (1991), 136 NR 407 (note) (Compensation paid to employ- 
ees to terminate employees’ wt option was non- -deduchible ae 
outlay). 

Interpretation Bulletins: IT-96R6: Options granted by corpora- 
tions to acquire shares, bonds, or debentures and by trusts to acquire 
trust units. 


1.T. Technical News: No. 7 (stock options iis aameeeie of 
cash in lieu of shares). 


Advance Tax Ruling: ATR-64: Phantom scale award. plan. 


(4) Application of subsec. (1) — For greater cer- 
tainty it is hereby declared that, where a person to 
whom any provision of subsection (1) would other- 
wise apply has ceased to be an employee before all 
things have happened that’ would make that provi- 
sion applicable, subsection (1) shall continue to ap- 
ply as though the person were still an employee and 
as though the employment were still in existence. 
Selected Cases [subsec. 7(4)]: Grohne v. Canada, [1989] 1 
C.T.C. 434 (FCTD) (Shares acquired by director/shareholder pursu- 
_ant to rights offering were not benefit received by virtue of office); 
Hurd v. The Queen, [1981] C.T.C. 209 (FCA). (Benefit from exer- 
cise of option taxable where U.S. resident performed duties in Can- 
ada in year of exercise: No treaty exemption). 


(5) Non-application of this section — This sec- 
tion does not apply if the benefit conferred by the 
agreement was not received in respect of, in the 
course of, or by virtue of, the employment. 


Selected Cases [subsec. 7(5)]: Grohne v. Canada, [1989] 1 | 


C.T.C. 434 (FCTD) (Shares acquired by director/shareholder pursu- 
ant to rights offering were not benefit received by virtue of office). 


(6) Sale to trustee for employees — Where a 
corporation has entered into an arrangement under 
which shares of the capital stock of the corporation 
or of a corporation with which it does not deal at 
arm’s length are sold or issued by either corporation 
to a trustee to be held by the trustee in trust for sale 
to an employee of the corporation or of a corporation 
with which it does not deal at arm’s length; 


(a) for the purposes of this section (except sub- 
section (2)) and paragraphs 110(1)(d) and (d.1), 
any rights of the employee under the arrangement 
in respect of those shares, any shares acquired 
thereunder by the employee or by a person in 
whom. those rights. have become vested, and any 
amounts paid or agreed to be paid to the trustee 


for any shares acquired: thereunder. by. the em-— 


ployee.or any such person, shall be deemed to be, 
respectively, rights under, shares acquired under, 
and amounts paid or agreed to be paid to the cor- 
poration for shares acquired under, an agreement 


with the corporation under which the corporation | 


has agreed to sell or issue shares to the employee; 
and 


(b) subsection (2) does not apply in respect of 
shares held by the trustee under the arrangement. 
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History: All that portion of subsec. 7(6) preceding para. (b) substi- 
tuted by 1994,.c; 7, Sch.dI (1991, c.49), subsec..4(5),. applicable to 
1988 et seq.. That portion formerly read: 


(6) Shares purchased by trustee for employees — Where 
a corporation has entered into an arrangement whereby shares 
of the corporation or of a corporation with which it does not 

. .deal.at arm’s length;are purchased by,a trustee to be. held by 
the. trustee in trust for sale to an employee of the corporation 
or of a corporation with whom it does not deal at arm’s 
length, 


(a) for the purposes of this section except ‘subsection (2), 

| any rights of the employee under the arrangement in re- 
spect of those shares, any-shares acquired thereunder by 
the employee or by a person in whom rights of the em- 
ployee thereunder in respect of those shares have become 

' vested, and any amounts paid or agreed-to be paid to the 
trustee. for any shares acquired thereunder by. the em- 
ployee or any such person, shall be: deemed, to be, respec- 
tively, rights under, shares. acquired under, and amounts 
paid or agreed to be paid to the corporation for shares 
acquired under, an’ agreement with the corporation 
whereby the corporation has agreed to sell or issue shares 
to the employee; and 


Advance Tax Ruling: ATR-15: pewies stock option ee 


Definitions [s. 7]: “amount” —248(1); “arm’s length” —251(1); 
“Canadian-controlled private corporation” — 125(7), 248(1); “Ca- 
nadian corporation” — 89(1), 248(1); “corporation”, “employee”, 
“employment” — 248(1); “identical” —248(12); “person”, “prop- 
erty”, “share” — 248(1); “taxation. year? — A ERO, — 
248(1);. “trust” — 104(1), 248(1), (3). 

Interpretation Bulletins [s. 7]: IT-113R4: Benefits to Tenia: 
ees — stock options. 


Deductions 


8. (1) Deductions allowed — In computing < a tax- 
payer’s income for a taxation year from an office or 
employment, there may be deducted such of the fol- 
lowing amounts as are wholly applicable to that 
source or such part of the following amounts as may 
reasonably be regarded as applicable thereto: ~ ’ 


(a). [Repealed under former Act] 


Pre-RSC History: Para. 8(1)(a) repealed by. 1988, c..55, subsec. 
2(1), applicable to 1988 et seq. Para, 8(1)(a) formerly read: 


(a) employment expense deduction — a single:amount in 
respect of, all offices. and employments of the taxpayer, equal 
to the lesser.of $500 and 20% of the aggregate of . 


(i) his incomes for the year from ‘all offices and) seiclios 

ments (other than the office of a corporation: director) 

before making any deduction under this’ section\:and: 

(ii) all amounts included in computing his income for:the 

year by. virtue of paragraphs 56(1)(m). and.:(o); 
All'that portion of para. 8(1)(a) preceding subpara. (i) substituted by 
1984, c. 1, subsec. 3(1), applicable to 1983 ef seq:, to substitute 
TOM tor “S953 ; 
All that portion of para. 8(1)(a). preceding subpara. (i) substituted by 
1979, c. 5, s. 1, applicable to 1979 et seq., to substitute. “$500” for 
“$250”. 
All that portion of para. 8(1)(a) preceding subpara, (i) substituted by 
1977-78, c. 1, s. 4, applicable to 1977. ef seg., to substitute “$250” 
for “$150”. 


(b) legal expenses of employee -—— amounts 
paid by the taxpayer in the year as, or on account 
of legal expenses incurred by. the taxpayer to col- 


Subdiv.. a-— Office or Employment 


lect or establish-a right to salary or wages owed 
to the taxpayer by the employer or former em- 
ployer. of the taxpayer; , 

Related Provisions: BC Lacaeseclaaies rr coetiean es Le awards; 


6(8) — GST rebate included_in income; 60(0, I)@)(B) _- - Legal eX- 
penses re retiring allowance. 
Pre-RSC History: Para. 8(1)(b) ednagenied by..1990, .c. 39, s. 2, 
applicable in respect are amounts paid after 1989. Para. ep De 
merly read: ) 
(b) legal: expenses of employee —amounts paid by the 
taxpayer in the year as or on account of legal expenses in- 
curred by him in collecting salary or wages owed to. him by 
his employer ‘or former employer; 
Selected Cases [para. 8(1)(b)]: Wilson v. Canada, [1990] 2 


C.T.C.-169 (FCTD); aff'd [1991] 2°C.T.C. 69 (FCA) (Legal ex- | 


penses for defending criminal charges, not deductible). 
Interpretation Bulletins: IT-99R4: Legal and “pian sie fees. 
Forms: T777: Statement of employment expenses. | 


(Cc) clergyman’s residence — where the tax- 
payer is a member of the clergy or of a religious 
‘order or a regular minister of a'religious denomi- 
nation, and is in charge of or ministering to a dio- 

“cese, parish or congregation, or engaged exclu- 
sively in full-time administrative service’ by 
appointment of a religious order or,religious de- 
nomination, an amount equal to 


(i) the value-of the residence or other living 
accommodation occupied by the taxpayer in 
the course of or by virtue of the taxpayer’s of- 
fice or employment.as such a member or min- 
ister_so in charge of or. ministering. to a.dio- 
cese, parish or congregation, or.so,engaged in 
such administrative service, to the extent that 
that value’ is mcluded in computing the: tax- 
payer’s income for the year by virtue of séc- 
tion 6, or 


(ii) rent paid by the taxpayer for a residence or 
other living accommodation rented and occu- 
pied by the taxpayer, or the fair rental value of 
a residence or other living accommodation 
owned .and occupied by the taxpayer, during 
the year but not, in either case, exceeding the 
_taxpayer’s remuneration from the taxpayer’s 
office or employment as ASS eSt in subpara- 
graph-(); 
Related, Provisions: 146(1)“earned. income’(a)(i) — Earned in- 
come) for RRSP purposes includes value of residence. 


Selected Cases: Zylstra v. MNR, [1997] 2 C.T.C. 203 (FCA) 
(Deduction denied where no “religious order” involved. 


Interpretation Bulletins: IT-141: Clergymen’s residences. 


(d) teachers’ exchange fund contribu- 
tion — a single amount, in respect of all employ- 
ments of the taxpayer as a teacher, not exceeding 
$250 paid by the taxpayer inthe, year to a fund 
established by the Canadian Education, Associa- 
tion for the benefit of, teachers from Common- 
wealth countries present i Canada under a teach- 
ers’ exchange arrangement; 


(ec) expenses of railway. employees — 
amounts disbursed by the taxpayer in the year for 
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S. 80) (H(vi) 


‘meals and lodging ‘while ecnees by a Pally 
company | 


(i) away from the taxpayer’s ordinary place of 
residence as a relieving telegrapher or station 
agent or on maintenance and repair work, or 


_ (ii) away from the municipality and the metro- 
politan area, if there is one, where the tax- 
payer's home terminal was located, and at a 
location from which, by reason of distance 
from the place where the taxpayer maintained 

a self-contained domestic establishment in 

_. which the taxpayer resided and actually: sup- 
ported a spouse or a person dependent upon 
the. taxpayer for support and connected..with 
the taxpayer by blood relationship, marriage 
or adoption, the taxpayer,could not reasonably 
be, expected. to. return daily to that place, 


to the extent that the taxpayer has not been reim- 
bursed and is not entitled to be reimbursed in re- 
spect thereof; SA 1) 
Related Provisions: 6(6) Hees A fal TRIE AA dex specie 
work sites; 6(8)—'‘GST rebate included’ in income; 8(1)(h) — 


Travelling expenses; 8(11) — GST; 67.1 —'Expenses for hie etc.; 
252(4) — Extended meaning of “spouse”. 


Information Circulars: 73-21R7: Away from. home expenses. 
Forms; TL2: Claim for meals and lodging expenses. 


~(f) sales expenses — where the taxpayer was 
employed in the year in connection with the sell- 
ing of property or negotiating of contracts for the 
taxpayer’s employer, and 


(i) under the contract of employment was re- . 
quired to pay the taxpayer’s own expenses, 


(ii) was ordinarily réquiréd to carry on the du- 
ties of the employment away from the em- 
ployer’s place of business, 


(iii) was remunerated in whole or ‘part by 
‘commissions or other. similar amounts fixed 
“by reference to the volume of the sales made 
or the contracts negotiated, and ~ 


(iv) was not in receipt of an allowance. for 
travel expenses in respect of the taxation year 
that was, by virtue of subparagraph 6(1)(b)(v), 
not included in computing the taxpayer’s 
income, 


amounts expended by te taxpayer in the year for 
the purpose of earning the income from the em- 
ployment (not exceeding the.commissions or 
other similar amounts referred to in subparagraph 
(iii) and received by the taxpayer in the year) to 
the extent that such amounts were not 


(v) outlays, losses or replacements of capital 
or payments on account of capital, except as 
described in paragraph (J), 


(vi) outlays or expenses that would, by virtue 
of, paragraph 18(1)(), not be. deductible. in 
computing the taxpayer’s income for the year 
_if the employment were a business carried on 
by the taxpayer, or 


S. 8(1)((vii) 


(vii) amounts the payment of which reduced 
the amount that would otherwise be included 
in computing the taxpayer’s income for the 
year because of paragraph 6(1)(e); 


Related Provisions: 6(1)(b)(v) — Allowance for travelling ex- 
penses; 6(8) — GST rebate included in income; 8(1)(h) — Travel- 
ling expenses; 8(1)(h.1) — Motor vehicle travelling expenses; 
8(1)G) — Auto and aircraft costs; 8(4) — Limitation — meals: 
8(9) — Limitation — aircraft expenses; 8(10) — Employer’s certif- 
icate; 8(13) — Work space in home; 18(1)(h) — Personal or living 
expenses; 18(1)(1) — Use of recreational facilities and club dues; 
18(1)(r) — Limitation on employer deductibility; 67.1 — 50% limi- 
tation on expenses for meals and entertainment; 67.3 — Limitation 
re cost of leasing passenger vehicle; Reg. 102(2)(d)(i) — Effect of 
deduction on source withholdings. 


History: Subpara. 8(1)(f)(vii) added by 1994, c. 7, Sch. If (1991, c. 
49), subsec. 5(1), applicable to 1990 et seq. 


Selected Cases [para. 8(1)(f)]: Gilling v. MNR, [1990] 1 C.T.C. 
392 (FCTD) (Taxpayer paid salary for principal management func- 
tion and commissions, for secondary sales function ordinarily re- 
quired to carry on duties. away from place of business); Verrier v. 
The Queen, [1990] 1 C.T.C. 313 (FCA); leave to appeal to SCC 
refused (1990), 120 NR 80 (note) (Gas and other expenses not de- 
ductible where automobile salesperson required, by implied term of 
contract, to perform duties away from employer’s location); Malik 
v. MNR, [1989] 1-C.T.C..316 (FCTD) (Term of employment con- 
tract requiring real estate salesperson each year to show he was in 
good financial standing did not result in deductibility. of interest 
payments on personal loan. Insufficient connection with 
employment); Thompson v. MNR, [1989] 2 C.T.C. 226 (FCTD) 
(Expenses for office in home owned. by. taxpayer.disallowed except 
for portion of utilities). 


Interpretation Bulletins: IT-99R4: Legal and accounting fees; 
IT-352R2: Employee’s expenses, including work space in home ex- 
penses; IT-421R2: Benefits to individuals, corporations and share- 
holders from loans or debt; IT-522R: Vehicle, travel and sales ex- 
penses of employees. 


Forms: 1777: Statement of employment expenses; T2200: Decla- 
ration of conditions of employment; TD1X: Statement of remunera- 
tion and expenses (For use by commission remunerated employees). 


(g) transport employee’s expenses — 
where the taxpayer was an employee of a person 
whose principal business was passenger, goods, 
or passenger and goods transport and the duties 
of the employment required the taxpayer, regu- 
larly, | 


(i) to travel, away from the municipality 
where the employer’s establishment to which 
the taxpayer reported for work was located 
and away from the metropolitan area, if there 
is one, where it was located, on vehicles used 
by the employer to transport the goods or pas- 
sengers, and 


(ii) while so away from that municipality and 
metropolitan area, to make disbursements for 
meals and lodging, 


amounts so disbursed by the taxpayer in the year 
to the extent that the taxpayer has not been reim- 
bursed and is not entitled to be reimbursed in re- 
spect thereof; 
Related Provisions: 6(1)(b)(vii) — Allowance for travelling ex- 
pénses; 6(8) — GST rebate included in income; 8(1)(h) — Travel- 


ling expenses; 8(11) —— GST rebate deemed not to be reimburse- 
ment; 67.1 — Expenses for food, etc. 
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Selected Cases [para. 8(1)(g)]: The Queen v. Creamer, [1976] 
C.T.C. 676 (FCTD) (Expenses for meals not deductible where em- 
ployer not principally in transportation); The Queen v. Deimert, 
[1976] C.T.C. 301 (FCTD) (Costs of travelling home for weekends 
not incurred in course of employment). 

Interpretation Bulletins: IT-254R2: Fishermen — employees 
and seafarers — value of rations and quarters. 


Information Circulars: 73-21R7: Away from home expenses. 
Forms: TL2: Claim for meals and lodging expenses. 


(h) travel expenses — where the taxpayer, in 
the year, 


(i) was ordinarily required to carry on the du- 
ties of the office or employment away from 
the employer’s place of business or in differ- 
ent places, and 


(ii) was required under the contract of em- 
ployment to pay the travel expenses incurred 
by the taxpayer in the performance of the du- 
ties of the office or employment, 


amounts expended by the taxpayer in the year 
(other than motor vehicle expenses) for travelling 
in the course of the office or employment, except 
where the taxpayer 


(iii) received an allowance for travel expenses 
that was, because of subparagraph 6(1)(b)(v), 
(vi) or (vii), not included. in computing the 
taxpayer’s income for the year, or 


(iv) claims a deduction for the year under par- 
agraph (e), (f) or (g); 
Related Provisions: 6(8)— GST rebate included in income; 
8(1)(h.1) — Motor vehicle travel expenses; 8(1)(j) — Auto and air- 
craft costs; 8(4) — Limitation — meals; 8(9) — Limitation — air- 
craft expenses; 8(10) — Employer’s certificate; 67.1 — 50% limita- 
tion on expenses for meals; 81(3.1) — No tax on allowance or 


reimbursement for part-time employee’s travel expenses; Reg. 
102(2)(d)(i) — Effect of deduction on source withholdings. 


History: Para. 8(1)(h) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 5(2), applicable to 1988 et seq. Para. (h) formerly read: 


(h) where the taxpayer, in the year, 


(i) was ordinarily required to carry on the duties of the 
employment away from the employer’s place of business 
or in different places, 


(ii) under the contract of employment was required to pay 
the travel expenses incurred by the taxpayer in the per- 
formance of the duties of the office or employment, and 


(iii) was not in receipt of an allowance for travel ex- 
penses that was, by virtue of subparagraph 6(1)(b)(v), 
(vi), (vil) or (vii-l), not included in computing the tax- 
payer’s income and did not claim any deduction for the 
year under paragraph (e), (f) or (g), 


amounts expended by the taxpayer in the year for travelling 
in the course of the employment; 


Pre-RSC History: Subpara. 8(1)(h)(iii) amended by 1988, c. 55, 
subsec. 2(1.1), to substitute “(vi), (vii) or (vii.1)” for “(vi) or (vii)”, 
applicable to 1988 et seq. 


Selected Cases [para. 8(1)(h)]: Merten v. MNR, [1990] 2 
C.T.C. 444 (FCTD) (Travel expenses between home and worksites 
away from usual place of work deductible); Moore v. The Queen, 
[1990] 1 C.T.C. 311 (FCA); leave to appeal to SCC refused (1990), 
121 NR 322 (note) (Expenses for travelling pursuant to implied 
term of employment contract deductible. Expenses for travelling be- 
tween work and home outside regular work hours not deductible); 


Subdiv. a — Office or Employment 


The Queen v. Chrapko, |1988] 2.C.T.C: 342 (FCA) (Travelling ex- 
penses to place other than. place’ where taxpayer ordinarily worked 
were deductible); The Queen v. Mina et al., [1988] 1 C.T.C. 380 
(FCTD) (Unsufficient allowance from employer, does. not preclude 
deduction of expenses in, excess of allowance); Hoedel y. The 
Queen, [1986] 2.C.T.C. 419 (FCA) (Expenses of police officer for 
transporting police dog deductible); The Queen v. Jeromel, [1986] 2 
C.T.C. 207 (FCTD) (Expenses ‘not deductible where contract per- 
mits, but does not require, travelling); Rozen v. The Queen, [1986] 1 
C.T.C. 50 (FCTD); appealed to FCA (Dec. 3, 1985), File A-929-85 
(Automobile expenses deductible where travelling required by im- 
plied term of contract); The Queen v. Patterson, {1982] C.T.C. 371 
(FCTD) (Expenses deductible where travelling ordinarily required). 


Interpretation Bulletins: IT-266; Taxation of members. of. pro- 
vincial: legislative. assemblies; IT-421R2: Benefits to individuals, 
corporations and shareholders from loans or debt; IT- 522R: Vehi- 
Clé; travel and sales expenses of PaO yee s 


Biante Circulars: 73-21R7; Away from home expenses; 74- 
6R2: Power saw expenses. . 


Forms: T777: Statement 'of employment expenses; T2200; Decla- 
ration of conditions of employment; TD1X: Statement of remunera- 
tion and expenses, : 


(hl) motor vehicle travel expenses — 


where the taxpayer, in the year, 


(i) was ordinarily required to carry on the du- 
ties of the office or employment away from 
the employer’s place of business or in differ- 
ent places, and 


(11) was required under the contract of em- 
ployment to pay motor vehicle expenses in- 
curred in the performance of the duties of the 
office or employment, 


amounts expended by the taxpayer in the year in 
respect of motor vehicle expenses incurred for 
travelling in the course of the:office or employ- 
ment, except where the taxpayer 


(iii) received an allowance for motor vehicle 
expenses that was, because.of paragraph 
6(1)(b), not included in computing the tax- 
payer's income for the year, or 


(iv) claims a deduction for the year under par- 
agraph (f); 


Related Provisions: 6(8)— GST rebate included in income; 
8(1)G) — Motor vehicle and aircraft costs; 8(10) — Certificate of 
employer; 18(1)(r) — Limitation on employer deductibility; 67.3 — 
Limitation re cost. of leasing passenger vehicle; 81(3.1) — No tax 
on allowance or reimbursement for part-time employee’s travel ex- 
penses; Reg. 102(2)(d)(i) — Effect of deduction “on source 
withholdings. ; 


History: Para. 8(1)(h.1) added by 1994, c. 7, Sch. IL (1991, c. 49), 
subsec. 5(3), applicable to 1988 et seg. 


Interpretation Bulletins: IT-421R2: Benefits. to individuals, cor- 
porations and shareholders from loans or debt; IT-522R: Vehicle, 
travel and sales expenses of employees. 
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Forms: 1777: Statement:of employment expenses; T2200: Decla- 
ration of conditions of employment; TD1X: Statement of remunera- 
tion and expenses. 


(i) dues and other expenses of performing 
duties — amounts paid by the taxpayer in the 
_ year as 


(i) annual professional membership dues the 
_ payment of which was necessary.to maintain a 
professional status recognized by statute, 


(it) office rent, or salary to an assistant or sub- 
stitute, the payment of which by the officer or 
employee was required by the contract of 
employment, 


(iii) the cost of supplies that were consumed 
directly in the performance of the duties of the 
office or employment: and that the officer or 
employee was required by the contract of em- 
ployment to supply and pay for, 


(iv) annual dues to maintain FREAD PSY ah a 
trade union as defined 


(A) by section 3 of the Canada Labour 
Code, or | 


(B) in any provincial statute providing for 
the investigation, conciliation or settlement 
of industrial disputes, 


or to maintain membership in an association 
of public servants the primary object of which 
is to promote the improvement of the mem- 
bers’ conditions of employment or work, 


(v) annual dues that were, pursuant to the pro- 

visions of a collective agreement, retained by 

the taxpayer’s employer from the taxpayer’s 

remuneration and paid to a trade union or as- 

sociation designated in subparagraph (iv) of 
~ which the taxpayer: was not:a member, 


(vi) dues to a parity or advisory committee or 
similar body, the payment of which was -re- 
quired under the laws of a province:in respect 
of the employment for the year, and 


(vii) dues to a professions,board, the payment 
of which was required andes the laws of a 
‘province, 


“to the extent that the taxpayer has not been reim- 
bursed, and is not entitled to be reimbursed in re- 
spect thereof; 

Related Provisions: 6(8)— GST .sebate. included in income;’ 
8(1)(1.1) — Employer’s portion of UI/EI premiums and CPP. contri- 
butions deductible; 8(5) — Certain dues not deductible; 8(10) — 
Employer’s certificate; 8(11) — GST rebate deemed not to be reim- 
bursement; 8(13) — Limitation on home office expenses; Reg. 
102(2)(d)(i) — Effect of deduction on source withholdings. 
History: Subpara. 8(1)(i)(vii) added by 1998, c. 19, subsec. 69(1), 
applicable to 1996 et seq. 

Pre-RSC History: Subpara. 8(1)(i)(vi) added by 1986, c. 6, sub- 
sec. 3(1), applicable to 1985 ef seq. 

Selected Cases [para. 8(1)(i)]: Montgomery v. MNR, [1998] | 
C.¥.C..58 (FCTD); rev’ g [1996].1 C.T.C..2796 (TCC) (Status re- 
quires legislation permitting organization to regulate its affairs, with 
express rights, duties and powers); Petrin vy. Canada, (1991| | 


S. 814) (D 


C.T.C. 94 (FCTD) (No deduction for dues to association not recog- 


nized by statute); Thompson v. MNR, {1989} 2 C.T.C. 226 (FCTD) 
(Expenses for home office required under contract not deductible as 
“office rent” where.no rent paid); Lucas v. R., [1987].2 C.T.C. 23 
(FCTD) (Special increase in association dues due to strike ect: 
ble as “‘annual” dues). 


Regulations: 100(3)(b) (deduction of dues by employer reduces 
source withholding). 


Interpretation Bulletins: IT-103R: Dues paid to a union or to a 
parity or advisory committee; IT-158R2: Employees’ professional 
membership dues; IT-352R2: Employees’ expenses, including work 
space in home expenses. 


Information Circulars: 74-6R2: Power saw expenses. 


Forms: T1777: Statement of employment expenses; T2200: Decla- 
ration of conditions of employment; TD1X: Statement of remunera- 
tion and expenses. 


(j) motor vehicle and aircraft costs — 
where a deduction may be made under paragraph 
(f), (h) or (h.1) in computing the taxpayer’s in- 
come from. an office or employment for a taxa- 
tion year, 


(i) any interest’ paid by the taxpayer in the 
year on borrowed money used for the purpose 
of acquiring, or on an amount payable for the 
acquisition of, property that is 


(A) a motor vehicle that is used, or 
(B) an aircraft that is required for use 


in the performance of the duties of the tax- 
payer’s office or employment, and 


(i1) such part, if any, of the capital cost to the 
taxpayer of 


(A) a motor vehicle that is used, or 
(B) an aircraft that is required for use 


in the performance of the duties of the office 
or employment as is allowed by regulation; 


Related Provisions: 6(8)— GST rebate included in income or 
reduces capital cost of vehicle or aircraft; 8(1)(f) — Salesman’s ex- 
penses; 8(1)(q)— Artists’, employment. expenses; 8(9) — Limita- 
tion — aircraft expenses; 13(7) — Capital cost allowance — rules 
applicable; 13(7.1) —Deemed capital cost of certain property; 
13(11) — Deductions under 8(1)(j)Gi) deemed claimed as CCA; 
67.2 — Interest on money borrowed for passenger vehicle; 67.3 — 
Limitation re cost of leasing passenger vehicle; 80(9)(c) — Reduc- 
tion of capital cost on debt forgiveness ignored for purposes of para. 
8(1)G); 80.4 — Loans; Reg. 102(2)(d)(i) — Effect of deduction on 
source withholdings. 


History: All that portion of para. 8(1)(j) preceding’cl. (i)(B) substi- 
tuted by 1994, c. 7, Sch. If (1991, c.: 49), subsec. 5(4), applicable to 
1988 et seg. That portion formerly read: 


(j) automobile and aircraft costs — where a deduction may 
be made under paragraph (f) or (h) in computing the tax- 
payer’s income from an office or employment for a taxation 
year, 


(i) any interest paid by the taxpayer in the year on bor- 
rowed money used for the purpose of acquiring 
(A) an automobile that is used, or 


Cl. 8(1)G)(ii)(A) amended to substitute ‘a motor vehicle” for “an 
automobile” by 1994, c. 7, Sch. II (1991, c. 49), subsec. 5(5), appli- 
cable to 1988 ef :seg. 
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Pre-RSC History: Subpara. 8(1)(j) substituted by 1980-81-82-83, 
c. 48, subsec. 2(1), applicable to 1980 et seq. Para. a orinima 


| read: 
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(j) automobile costs — where a deduction may be made 
under paragraph (f) or (h) in computing the taxpayer’s in- 
come from an office or employment for a taxation year, 
(i) any, interest paid by him in the year on borrowed 
money. used for the purpose of acquiring an automobile 
used in the performance of the duties of his office or em-. . 
ployment, and 


(ii) such part, if any, of the capital cost to him of an auto- 
mobile used in the performance of the-duties of his office 
or employment as is allowed by regulation; 
Selected Cases [para. 8(1)(j)]: Maguire v. Canada, [1995] 2 
C.T.C. 2048 (TCC) (Motor-driven boat is nota motor vehicle). 
Regulations: 1100(1)(a)(x), (x.1) (CCA rate is 30%). 


Interpretation Bulletins: IT-421R2: Benefits to individuals, cor- 
porations and shareholders from loans or debt; IT-504R2; Visual 
artists and writers; IT-522R: Vehicle, travel and sales expenses of 
employees; IT-525R: Performing artists. 


Forms: 1777: Statement of employment expenses; TD1X:. State- 
ment of remuneration and expenses. 


(k), (1) [Repealed under former eae 


Pre-RSC History: Paras. 8(1)(k) and (1) repealed by 1988, c. 55, 
subsec. 2(1), applicable to 1988 ef seq. Sai s. 118.7.) Paras. 8(1)(k) 
and (1) formerly read: 


(k) unemployment insurance premium — any amount 
payable by him as an employee’s premium for the year under 
the Unemployment Insurance Act, 1971; 


(1) Canada Pension Plan contribution — any amount 
payable by him as an employee for the year as a contribu- 
tion under the Canada Pension Plan or under a provincial 
pension plan as defined in section 3 of the Canada Pension 
Plan; 
(1.1) C.P.P. contributions and U.LA. [E.1.] 
premiums — any amount payable by the tax- 
payer in the year 3 
(1), as an employer’s premium under the Em- 
ployment Insurance Act, or 


(ii) as an employer’s contribution under the 
Canada Pension Plan or under a‘ provincial 
pension plan as defined in section 3 of the 
Canada Pension Plan, | 


in respect of salary, wages or other remuneration, 
including gratuities, paid to an individual em- 
ployed by the taxpayer as an assistant or substi- 
tute to perform the duties of the taxpayer’s office 
or employment if an amount is deductible by the 
taxpayer for the year under subparagraph (i)(ii) in 
respect of that individual; 

Related Provisions: 8(1)(i) — Expenses of performing aus 

126.1 — Employer’s UI premium tax credit for 1993. 


History: Subpara. 8(1)(1.1)(j) amended: by 1996, c. 23; s:.171,:to 
substitute “Employment Insurance Act’ for “Unemployment Insur- 
ance Act’, in force June 30, 1996. 


Pre-RSC History: Para. 8(1)(1.1) added by 1974-75-76, c. 26, s. 2, 
applicable to 1974 et seq. 
Interpretation Bulletins: IT-352R2: Employee’s expenses, in- 
cluding work space in home expenses. 
(m) employee’s registered pension plan 
contributions — the amount in respect of con- 
tributions to registered pension plans that, by rea- 


Subdiv. a — Office or Employment 


son of subsection 147.2(4), is deductible in com- 
puting the taxpayer’s income for the year; 


Related Provisions: 20(1)(q) — Employer’s contribution to reg- 
istered pension plan; 60(j)— Transfer of superannuation: benefits; 
60(j.01) — Transfer of surplus; 604.02) Payment to registered 
pension plan; 604.03) — Repayments of pre-1990 pension benefits; 
60(j.04) — i01 
Refund of undeducted past service AVCs; 127.52(1)(a) — Limita- 
tion on deduction for minimum tax purposes; 146(1)“earned in- 
come”(a)(i), 146(1)“earned income”(c)(i) — Earned income for 
RRSP counted before deduction under 8(1)(m); 146(5) — Amount 
of RRSP premium deductible; NE sia kage: ali on 
transfer of funds; 149 — Exemptions: 


Pre-RSC History: Para. 8(1)(m) ‘substituted by 1990, c. 35, sub- 
sec. 2(1), applicable to 1986 et seg. except that in its:application to 
the 1986 to 1990 taxation years the para. shall be read as follows: 


(m) amounts contributed by the taxpayer in the year to or 
under a registered pension plan, 


(i) not exceeding in,the aggregate the taxpayer’s contri- 
bution limit for the year under this subparagraph in re- 
spect of the plan, if retained by the taxpayer’s employer 
from the taxpayer’s remuneration for or under the plan in 
respect of services rendered in: the year or paid into or 
under the plan by the taxpayer as part.of the taxpayer’s 
dues for the year as a member of,a trade. union, 


(ii) not exceeding in the aggregate, the lesser of 


(A) the taxpayer’s contribution limit for the year 
under this subparagraph in respect of the plan, paid 
by the taxpayer in the year and, in the case of addi- 
tional voluntary contributions, before October 9, 
1986, into or under the plan in respect of services 
rendered by the taxpayer before the year while the 
taxpayer was not a contributor, and) — 


(B) that‘part-of an amount paid by the taxpayer in the 
year and, in the case of additional voluntary contri- 
butions, before October 9; 1986, into or under the 
plan in respect of services rendered by the taxpayer 
before the year while the taxpayer was not a contrib- 
utor that is not in excess of the amount obtained by 
multiplying the number of preceding years in which 
the taxpayer rendered services while the taxpayer 
was not a contributor by the taxpayer’s contribution 
limit for the year under this subparagraph in respect 
of the plan, and subtracting from the product so ob- 
tained the aggregate of all amounts deducted under 
this subparagraph for preceding taxation years, 


to the extent not deductible in the immediately preceding 
taxation year under paragraph 60(j), and 


(iii) not exceeding in the aggregate $3,500 minus any 
amount deducted under: subparagraph (i) or (ii) in com- 
puting the taxpayer’s;income for the year, paid by the 
taxpayer in the year, and in the. case of additional volun- 
tary contributions, before October. 9, 1986, whether into 
or.under the plan or into or under any other such plan in 
respect of services rendered by the taxpayer before the 
year while the taxpayer wa’ a contributor, to the extent 
not deductible in the immediately preceding taxation ‘year 
under paragraph 60G); ) 


Para. 8(1)(m) formerly read: 


(m) contribution to registered pension plan — amounts 
contributed by the taxpayer in the year'to or under a regis- 
tered pension fund or plan, . 


(i) not exceeding in the aggregate his contribution limit 
for the year under this subparagraph in respect of the 
fund or plan, if retained by his employer from his remu- 
neration for or under the fund or plan in respect of ser- 
vices rendered in the year or paid into or under the fund 


S. 8(1)(m.2) (ii) 


or plan, by the taxpayer as part of his dues for the year as 
a member of a trade union, 


(ii) not exceeding in the aggregate, the lesser of 


(A) his contribution limit for the year under this sub- 
paragraph in respect of the fund or plan, paid by him 
in the year into or under the fund or plan in respect 
of services rendered by him previous to the year 
while he was not a contributor, and 


(B) that part of an amount paid by him in the year 
into or under the fund or plan in respect of services 
rendered by him previous to. the year while he was 
not a contributor that is not in excess of the product 
obtained by multiplying the number of years previ- 

ous to the year in which he rendered services while 
he was. not a contributor by his contribution limit for 
the year under this subparagraph in respect of the 
fund or plan, and subtracting from the product so ob- 
tained the aggregate of all amounts deducted under 
this subparagraph in previous years, 


to the extent not deductible in the immediately preceding 
year under paragraph 60(j), and 


(iii) not exceeding in the aggregate $3,500 minus any 
amount deducted under subparagraph (i) or (ii) in com- 
puting his income for the year, paid by him in the year 
whether into or under the fund or plan or into or under 
any other such fund or plan in respect of services ren- 
dered by him previous to the year while he was a contrib- 
utor, to the extent not deductible in. the immediately pre- 
ceding year under paragraph 60(j); 
Subpara. 8(1)(m)(it1) substituted by 1976-77, c. 4, subsec. 1(1), ap- 
plicable to 1976 et seq., to substitute “$3,500” for “$2,500”. 
Regulations: 100(3)(a) (deduction of RPP contributions from pay- 
roll reduces source withholding). 


Interpretation Bulletins: IT-167R6: Registered pension plans — 
employee’s contributions. 


Information Circulars: 72-13R8: Employee’s pension plans. 


Advance Tax Ruling: ATR-2: Contribution to pension plan for 
past service. 


(m.1) [Repealed under former Act] 


Pre-RSC History: Para. 8(1)(m.1) repealed by 1990, c. 35, subsec. 
2(2), applicable to 1991 et seg. Para. 8(1)(m.1) had read: 


(m.1) idem — the portion, in excess of $3,500, of the aggre- 
gate of the amounts (other than voluntary contributions). that 
the taxpayer contributes in the year to or under a registered 
pension plan in respect of services rendered by him in the 
year where his pension entitlement under the plan is deter- 
mined without reference to the amount accumulated or con- 
tributed thereunder; 


Para. 8(1)(m.1) amended by 1990, c. 35, s. 29, to substitute “regis- 
tered pension plan” for “registered pension fund or plan”, applicable 


after 1985. 
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Para. 8(1)(m.1) added by 1986, c..55, subsec. 2(1), applicable to 


1986 et seq. 


(m.2) employee RCA dantubusans —an 
amount contributed by the taxpayer in the year to 
a pension plan in respect of services rendered by 
the taxpayer where the plan is a prescribed plan 
established by an enactment of Canada or a prov- 
ince or where 

(i) the plan is a retirement compensation 

arrangement, 

(ii) the amount was paid to a custodian (within 

the meaning assigned by the definition “retire- 

ment compensation arrangement” in subsec- 


S. 8(1)(m.2)(ii) 


tion 248(1)) of the arrangement who is resi- 

dent in Canada, and 

(iii) either 
(A) the taxpayer was required, by the 
terms of the taxpayer’s office or employ- 
ment, to contribute the amount, and the to- 
tal of the amounts contributed to the plan 
in the year by the taxpayer does not exceed 
the total of the amounts contributed to the 
plan in the year by any other person in re- 
spect of the taxpayer, or 


(B) the plan is a pension plan the registra- 
tion of which under this Act was revoked 
(other than a plan the registration of which 
was revoked as of the effective date of its 
registration) and the amount was contrib- 
uted in accordance with the terms of the 
plan as last registered; 


(C) [Repealed] 


Related Provisions: 18(11)(e) No deduction for interest on 
money borrowed to make deductible contribution; 60(t)(Gi) — 
Amount included under para. 56(1)(x) or (z) or subsec. 70(2); 
60(u)(i1) — Deduction where amount included under para. 56(1)(y); 
146(1)“earned income’(a)(i), 146(1)“earned income’(c)(i) — 
Earned income for RRSP counted before deduction for 8(1)(m.2); 
207.6(6) — Rules re prescribed plan or arrangement. 


History: The opening words of para. 8(1)(m.2) substituted by 
1994, c. 21, subsec. 4(1), applicable to 1992 et seg. The opening 
words of that para. formerly read: 


(m.2) employee RCA contributions — an amount contrib- 
uted by the taxpayer in the year to a pension plan in respect of 
services rendered by the taxpayer where 
Cl. 8(1)(m.2)(ii)(C) repealed by 1994, c. 21, subsec. 4(2), applica- 
ble to 1992 et seq. That cl. formerly read: 


(C) the plan is a prescribed plan or arrangement; 


Cl. 8(1)(m.2)@ii)(C) added by 1994, c. 7, Sch. VII (1993, c. 24), s. 
2, applicable to 1992 et seq. 


Pre-RSC History: Para. 8(1)(m.2) added by 1990, c.35, subsec. 
2(3), applicable to 1989 et seq. 


Regulations: 100(3)(b.1) (payroll deduction of employee contri- 
bution reduces source withholding); 6802 (prescribed plan). 


(n) salary reimbursement — an amount paid 
by or on behalf of the taxpayer in the year pursu- 
ant to an arrangement (other than an arrangement 
described in subparagraph (b)(ii) of the definition 
“top-up disability payment” in subsection 6(17)) 
under which the taxpayer is required to reimburse 
any amount paid to the taxpayer for a period 
throughout which the taxpayer did not perform 
the duties of the office or employment, to the ex- 
tent that 


(i) the amount so paid to the taxpayer for the 
period was included in computing the tax- 
payer’s income from an office or employ- 
ment, and 


(ii) the total of amounts so reimbursed does 
not exceed the total of amounts received by 
the taxpayer for the period throughout which 
the taxpayer did not perform the duties of the 
office or employment; 
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Related Provisions: 8(1)(n.1) — Reimbursement of top-up disa- 
bility payments. 

History: The opening words of para. 8(1)(n) amended by 1998, c. 
19, subsec. 69(2), applicable to arrangements entered into after Au- 
gust 10, 1994. The opening words formerly read: 


(n) an amount paid by or on behalf of the taxpayer in the year 
pursuant to an arrangement under which the taxpayer is re- 
quired to reimburse any amount paid to the taxpayer for a pe- 
riod throughout which the taxpayer did not perform the duties 
of the office or employment, to the extent that 


Pre-RSC History: Para. 8(1)(n) added by 1980-81-82-83, c. 140, 
subsec. 2(1), applicable to 1981 et seq. 


(n.1) reimbursement of disability pay- 
ments — where, 


(i) as a consequence of the receipt of a pay- 
ment (in this paragraph referred to as the “de- 
ferred payment’) from an insurer, a payment 
(in this paragraph referred to as the “reim- 
bursement payment’) is made by or on behalf 
of an individual to an employer or former em- 
ployer of the individual pursuant to an ar- 
rangement described in subparagraph (b)(ii) 
of the definition “top-up disability payment” 
in subsection 6(17), and 


(ii) the reimbursement payment is made 


(A) in the year, other than within the first 
60 days of the year if the deferred payment 
was received in the immediately preceding 
taxation year, or 


(B) within 60 days after the end of the 
year, if the deferred Day Mente was received 
in the year, 


amount equal to the lesser of 


(iii) the amount included under paragraph 
6(1)(f) in respect of the deferred payment in 
computing the individual’s income for any 
taxation year, and 


(iv) the amount of the reimbursement 
payment, 
History: Para. 8(1)(n.1) added by 1998, c. 19, subsec. 69(3), appli- 
cable to reimbursement payments made after August 10, 1994. 


(o) forfeited amounts — where at the end of 
the year the rights of any person to receive bene- 
fits under a salary deferral arrangement in respect 
of the taxpayer have been extinguished or no per- 
son has any further right to receive any amount 
under the arrangement, the amount, if any, by 
which the total of all deferred amounts under the 
arrangement included in computing the tax- 
payer’s income for the year and preceding taxa- 
tion years as benefits under paragraph 6(1)(a) ex- 
ceeds the total of 


(i) all such deferred amounts received by any 
person in that year or preceding taxation years 
out of or under the arrangement, 


(11) all such deferred amounts receivable by 
any person in subsequent taxation years out of 
or under the arrangement, and 


Subdiv. a — Office or Employment 


(111) all amounts deducted under this: para- 
graph in computing the taxpayer’s income for 
preceding taxation years in respect of deferred 
amounts under the arrangement; 
Related Provisions: 12(1)(n.2) = Inclusions — forfeited salary 
deferral amounts. 


Pre-RSC History: Para. 8(1)(0) siete by 1986, c. 55, subsec. 
2(2), applicable’ to 1986 ‘et seq. 


(0.1) idem — an amount that is deductible in 
computing the taxpayer’s income for the year be- 
cause of subsection 144(9); 


Related Provisions: 6(1)(d) —Income inclusion from alloca- 
tions under employees profit sharing plan. 


History: Para. 8(1)(0.1) added by 1994, c. 21, subsec. 4(3), appli- 
cable to 1992 et seq. 

(p) musical instrument costs — where the 

~ taxpayer was employed in the year as a musician 

and as a term of the employment was required to 


‘provide’ a musical instrument for’a period in’ the | 


year, an amount (not exceeding the taxpayer’s in- 
come for the year from the employment, com- 
puted without reference to this paragraph) equal 
to the total of 


(i) amounts expended by the taxpayer before 
the end of the year for the maintenance, rental 
and insurance of the instrument for that pe- 
riod, except to the extent that the amounts are 
otherwise deducted in computing the’ tax- 
payer’s income for any taxation year, and 


(i1) such part, if any, of the capital cost to the 

taxpayer of the instrument as is allowed by 

regulation; and 
Related Provisions: 6(8) — GST rebate included in income or 
reduces capital cost of instrument; 8(1)(q) — Artists’ employment 
expenses deduction;. 13(7), (7.1) — Capital.cost allowance — rules 
Deduction under 8(1)(p)(i) deemed. claimed 
as CCA; 80(9)(c) — Reduction of capital cost on debt forgiveness 
ignored for purposes of 8(1)(p). : 


Pre-RSC History: Para. 8(1)(p) added by 1988, c..55, subsec. 
2(2), applicable to 1988 et seq. 
Regulations: 1|100(1)(a)(viti); Sch. H:Cl. 8(i) (CCA rate is 20%). 


Interpretation Bulletins [para. 8(1)(p)]: IT-257R: ‘Canada 
Council grants; IT-525R: Performing artists. 


-(q) artists’ employment expenses — where 
the taxpayer’s income for the year from the office 
or employment includes income from an artistic 
activity 

(i) that was the creation by the taxpayer of, 
but did not include the reproduction of, paint- 
ings, prints, etchings, drawings, sculptures or 
similar works of art, 


(ii) that was the composition by the taxpayer 
of a dramatic, musical or literary work, 
(iii) that was the performance by the taxpayer 


of a dramatic or musical work as an actor, 
dancer, singer or musician, or 


(iv) in respect of which the taxpayer was a 
member of a professional artists’ association 
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S.'8(2) 
~ that is certified by the Minister of 
Communications, ye 
amounts paid by the taxpayer before the end of 
the year in respect of expenses incurred for the 
purpose of earning the income from those activi- 
ties to the extent that they were not deductible in 
computing the taxpayer’s income for a preceding 
taxation year, but not exceeding a single amount 
in respect of all such offices and employments of 
the taxpayer equal to the amount, if any, by 
which 


(v) the lesser of $1,000 and 20% of the total 
of all amounts each of which is the taxpayer’s 
income from an office or employment for the 
year, before deducting any amount under this 
section, that was income from an artistic ac- 
tivity described in any of subparagraphs (i) to 
(iv), 


“exceeds 


(vi) the total of all amounts deducted by the 
taxpayer for the year under paragraph (j) or 
(p) in respect of costs or expenses incurred for 
the purpose of earning the income from such 
an-activity for the year. 


History: Para. 8(1)(q) added by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 5(6); applicable with respect to amounts paid after 1990. 


1995, c. 11: S. 46 of 1995, c. 11, in force July 12, 1996, provides 
as follows: 


46. Other references — Every reference made to the Minis- 
ter of Communications, the Minister of Multiculturalism and 
Citizenship and the Secretary of State of Canada in relation to 
any matter to which the powers, duties and functions of the 
Minister of Canadian Heritage extend by virtue of this Act, in 
any other Act of Parliament or in any order, regulation or 
other instrament made under any Act of Parliament shall, un- 
less the context otherwise requires, be read as a reference to 
the Minister of Canadian Heritage. 


Interpretation Bulletins: IT-257R: Canada Council grants; IT- 
504R2: Visual artists and writers; IT-S25R: Performing artists. 


Selected Cases [subsec. 8(1)]: Ontario Public Service 
Employees Union v. Nat’l Citizens’ Coalition, [1990] 2 C:T.C. 163 
(Ont. C.A.) (Different taxation of business and-employment, in- 
comes does not violate Charter). 


Interpretation Bulletins: IT-518R: Food, beverages and en- 
tertainment expenses. 


Forms: T777: Statement of employment expenses. 


(1.1) [Not included in R.S.C. 1985] 
Pre-RSC History: Subsec. 8(1.1) formerly read: 


(1.1) Election re additional voluntary contributions — For 
the purposes of paragraph (1)(m), such part as a taxpayer 
designates in the taxpayer’s return of income for the 1986 
taxation year of the aggregate of all amounts contributed by 
the taxpayer after 1985 and before October 9, 1986 as addi- 
tional voluntary contributions shall be deemed to have been 
contributed in respect of services rendered by the taxpayer 
before 1986. 


Subsec. 8(1.1) added by 1990, c. 35, subsec. 2(4), applicable to the 
1986 taxation year. 


(2) General limitation — Except as erie by 
this section, no deductions shall be made in comput- 


S. 8(2) 


ing a taxpayer’s income for a taxation dors: from an 
office or employment. 

Interpretation Bulletins: [T-352R2: Employee’s expenses, in- 
cluding work space in home expenses; IT-377R: Director’s, execu- 
tor’s or juror’s. fees. 


(3) [Repealed under former Act] 


Pre-RSC History: Subsec. 8(3) repealed by. 1988, c. 55, subsec. 
2(3), applicable to 1988 et seg. Subsec. 8(3) formerly read: 


(3) Limitation re employment expense deduction — In 
computing a taxpayer’s income for a taxation year, no 
amount is deductible under paragraph (1)(a) 


(a) if any amount has been deducted under paragraph 
(1)(f) in computing his income for the year, 


(a.1) if the taxpayer was in the year an incorporated em- 
ployee and a specified shareholder of a corporation that 
has deducted an amount described in subparagraph 
18(1)(p)Gii) in computing its income for its taxation year 
ending in the year, 

(b) if the taxpayer was, at any time in the year; a member 
of the Senate or House of Commons of Canada, or 


(c) in the case of a taxpayer to whom subsection 81(2) or 
(3) applies, except to the extent that the amount other- 
wise deductible under paragraph (1)(a) in computing his 
income for the year exceeds the amounts that, but for 
subsection 81(2) or (3), as the case may be, would be in- 
cluded in computing that income. 


Para. 8(3)(a.1) substituted by 1984, c. 45, s. 3, to delete “(within the 
meaning assigned by paragraph 125(9)(e))” found after.“a specified 
shareholder”, applicable to 1985 et seq. 


Para. 8(3)(a.1) added by 1980-81-82-83, c. 140, subsec. 2(2), appli- 
cable to 1981 et seq. 


(4) Meals — An amount expended in respect of a 
meal consumed by a taxpayer who is an officer or 
employee shali not be included. in. computing the 
amount of a deduction under paragraph (1)(f) or (h) 
unless the meal was consumed during a period while 
the taxpayer was required by the taxpayer’s duties to 
be away, for a period of not less than twelve hours, 
from the municipality where the employer’s estab- 
lishment to which the taxpayer ordinarily reported 
for work was located and away from the metropoli- 
tan area, if there is one, where it was located. 


Related Provisions: 67.1 — 50% limitation on expenses for 
meals. 


Selected Cases [subsec. 8(4)]: Verrier v. The Queen, [1990] 1 
C.T.C. 313 (FCA); leave to appeal to SCC refused (1990), 120 NR 
80 (note) (Gas and other expenses not deductible where automobile 
salesperson required, by implied term of contract, to perform duties 
away from employer’s location); Healy v. The Queen, [1979] 
C.T.C. 44 (FCA) (Expenses while at place. where required to work 
one-third of year deductible). 


Interpretation Bulletins: IT-522R: Vehicle, travel and sales ex- 
penses of employees. 


Information Circulars: 73-21R7: Away from home expenses. 


Forms: 1777: Statement of employment expenses; TD1X: State- 
ment of remuneration and expenses (for use by commission remu- 
nerated employees). 


(5) Dues not deductible — Notwithstanding sub- 
paragraphs (1)(i)(i), (iv), (vi) and (vii), dues are not 
deductible under those subparagraphs in computing a 
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taxpayer’s income from an office or employment to 
the extent that they are, in effect, levied 


(a) for or under a superannuation fund or plan, 


(b) for or under a fund or plan for annuities, in- 
surance (other than professional or malpractice li- 
ability insurance that is necessary to maintain a 
professional status recognized by statute) or simi- 
lar benefits; or 


(c) for any other purpose not directly related to 
the ordinary operating expenses of the committee 
or similar body, association, board or trade union, 
as the case may be. 


Related Provisions: 8(1)(i)(i), (yin (Professona) and. union 
dues deductible. 


History: The opening words of subsec. 8(5) and para. (c) amended 
by 1998, c. 19, subsec. 69(4), applicable to 1996 et seg. The open- 
ing words and para. formerly read: 


(5) Dues not.deductible — Notwithstanding subparagraphs 
(1)G)G),. (Gv) and (vi), dues are, not. deductible under those 
subparagraphs in computing a taxpayer’s income from an of- 
fice or Sahota to the extent that they are, in effect, lev- 
ted \** 


(c) for any other purpose not directly related to the ordi- 
nary operating expenses of the committee or similar 
body, association or trade union to which they were paid. 


Pre-RSC History: Para. 8(5)(b) substituted by 1988, c. 55, subsec. 
2(4), applicable to 1984 et seg. Para. 8(5)(b) formerly read: 


(b) for or under a fund or plan for annuities, insurance or sim- 
ilar benefits, or 


Subsec. 8(5) amended by 1986, c. 6, subsecs. 3(2), (3), applicable to 
1985 et seg. to substitute the heading “Dues not deductible” for 
“Certain annual dues not deductible”, to substitute “Notwithstand- 
ing subparagraphs (1)(i)(i), (iv) and (vi); dues are not” for “Not- 
withstanding subparagraphs (1)(i)(i) and (iv), annual dues are not” 
and in para. 8(5)(c) to add the words “committee or similar body”. 


Interpretation Bulletins: IT-103R; Dues paid to a union or to a 
parity or advisory committee; IT-158R2: Employees’ professional 
membership dues. 


(6) [Repealed under former Act] 


Pre-RSC History: Subsec. 8(6) repealed by 1990, c. 35, subsec. 
2(5), applicable to 1991 et seg. Subsec. 8(6) had read: 


(6) “Contribution limit’ defined — For the purposes of para- 
graph (1)(m), a taxpayer’s “contribution limit” for a taxation 
. year under subparagraph (1)(m)(a) or (ii) in respect of a regis- 
tered pension plan means such amount as is designated by the 
taxpayer in his return of income for the year to be his contri- 
bution limit for the year under subparagraph (1)(m)(i) or (ii), 
as the case may be, in respect of that fund or plan, not ex- 
ceeding however the amount, if any, by which $3,500 ex- 
ceeds the aggregate of amounts each of which is his contribu- 
tion limit for the year under subparagraph (1)(m)(1) or (ii), as 
the case may be, in respect of any other such fund or plan. 


Subsec. 8(6) amended by 1990, c. 35, s. 29, to substitute “registered 
pension plan” for “registered pension fund or plan”, applicable after 
1985. 


Subsec. 8(6) amended by 1976-77, c..4, subsec. 1(2), applicable to 
1976 et seq., to substitute “$3,500” for “$2,500”. 


(7) [Repealed under former Act] 


Subdiv. a — Office or Employment 


Pre-RSC History: Subsec. 8(7) repealed by. 1990,.c..35, subsec. 
2(5), applicable to, 1991 et seg. Subsec. 8(7) had, read: 


(7) Teachers — For the purpose of determining whether a 
teacher may deduct amounts contributed by him to or under a 
registered pension plan in computing his income for a taxa- 
tion year during which‘he was employed’ by Her Majesty or a 
person exempt from tax forthe year under section 149, sub- 
paragraph (1)(m)(ii) shall be read.as though. the words “‘while 
he was nota contributor” were deleted. 


Subsec. 8(7) amended by 1990, c. 35, s. 29, to substitute “registered 
pension plan” for “registered pension fund:or plan’, applicable after 
1985. 


(8) [Repealed under former Act] 


Pre-RSC History: Subsec. 8(8) repealed by 1990, c. 35, subsec. 
2(6), applicable to 1991 et seqg.; and in.its application to the 1987 to 
1990 taxation years the subsec. shall be read as follows: 


(8) Where an amount, other than an additional voluntary con- 
tribution, has been contributed by a taxpayer to or under a 
registered pension plan 
; (a) after 1945, in respect of services rendered by the tax- 
payer in a year while the taxpayer was not a contributor, 
or 1s% . 


(b) after 1962, in respect of services rendered by the tax- 
payer in a year while the taxpayer was a contributor, 


it may be included in:computing a deduction under » 
(c) subparagraph (1)(m)(ii), in the case of an amount de- 
scribed in paragraph (a); or © 
(d) subparagraph (1)(m)(iii), in the case of an amount de- 
scribed in paragraph (b), 
for a particular taxation year subsequent to the year in which 
it, was contributed to the extent that it exceeds the aggregate 
of all amounts each of. which:was deductible in: respect 
thereof under this subsection, subparagraph (1 )(m)(ii) or (iii) 
or paragraph 60(j) in computing the taxpayer’s income for 
taxation years preceding the particular taxation year. 
Subsec. 8(8) formerly read: 


(8) Employees’ contributions to pension fund for ar- 
rears — Where an amount has been contributed by a tax- 
payer to or under a registered pension plan 


(a) after. 1945, in respect of services rendered. by him.in a 
year while he ‘was not a contributor, or 


(b) after 1962, in respect of services rendered by him in a 
year while he was a contributor, 

it may be included in computing, a deduction under 
(c) subparagraph (1)(m)(ii), in the case of an: amount de- 
scribed in paragraph (a), or 
(d) subparagraph (1)(m)(i1i), in the case of an amount de- 
scribed in paragraph (b), 

’ for taxation years subsequent to the year in which it was con- 
tributed ‘to the extent that it exceeds the aggregate of amounts 
deductible in respect thereof under this subsection, subpara- 
graph (1)(m)(i1)-or (iil) or paragraph 60() in computing in- 
comes for years preceding the taxation year... 

That portion of subsec. 8(8) preceding para. (a) amended by 1990, 


c. 35, s. 29, to substitute “registered. pension plan” for “registered 
pension fund or plan”, applicable after 1985, __ 


(9) Presumption — Notwithstanding any other 
provision of this Act, the total of all amounts that 
would otherwise be deductible by a taxpayer pursu- 
ant to paragraph (1)(f), (h) or (Qj) for travelling in the 
course of the taxpayer’s employment in.an aircraft 
that.is owned or rented by the taxpayer, may not ex- 
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ceed an amount that is reasonable in the circum- 
stances having regard to the relative cost and availa- 
bility of other modes of transportation. 


Related Provisions: 67 — General requirement that expenses be 
reasonable. 


Pre-RSC History: Subsec. 8(9) added by 1980-81-82-83, c. 48, 
subsec. 2(2), applicable to 1980 ef seq. 


Subsec. 8(9) repealed by 1973-74, c. 30, .s. 1, applicable to 1973 et 
seq. Subsec. 8(9) formerly read: 


(9) In computing the income of a taxpayer for a taxation year 
from the duties of an office or employment performed by him 
in a country other than Canada, there may be deducted the 
amount, if any, of any income or profits taxes paid to the gov- 
ernment of a state, province or other political subdivision of 
that country to the extent that such taxes 


(a) were deductible under the laws of that country in 
computing the amount for the year on which the taxpayer 
is liable to pay income or profits tax imposed by the gov- 
ernment of that country, and 


(b) may reasonably be regarded as having been paid in 
respect of the income of the taxpayer for the year from 
the duties so performed. 


Interpretation Bulletins: IT-522R: Vehicle, travel and sales ex- 
penses of employees. 


(10) Certificate of employer — An amount other- 
wise deductible for a taxation year under paragraph 
(1)(), (h) or (h.1) or subparagraph (1)()(@i) or (iii) 
by a taxpayer shall not be deducted unless a pre- 
scribed form signed by the taxpayer’s employer cer- 
tifying that the conditions set out in that provision 
were met in the year in respect of the taxpayer is 
filed with the taxpayer’s return of income for the 
year under this Part. 


History: Subsec. 8(10) substituted by 1994, c. 7, Sch. IT (1991, c. 
49), subsec. 5(7), applicable to 1988 et seg. Subsec. 8(10) formerly 
read: 


(10) Certificate — An amount otherwise deductible fora tax~ 
ation year under paragraph (1)(f) or (h) or subparagraph 
(1)(i)(@1) or (iii) by a taxpayer shall not be deducted unless the 
taxpayer files with the taxpayer’s return of income for the 
year a prescribed form signed by the taxpayer’s employer cer- 
tifying that the conditions set out in that provision were met 
in the year in respect of the taxpayer. 


Pre-RSC History: Subsec. 8(10) added by 1988, c. 55, subsec. 
2(5), applicable to 1988 et seq. 


Interpretation Bulletins: IT-352R2: Employees’ expenses, in- 
cluding work space in home expenses; IT-522R: Vehicle, travel and 
sales expenses of employees. — 


Information Circulars: 73-21R7: Away from home expenses; 74- 
6R2: Power saw expenses. 


Forms: T2200: Declaration of conditions of employment. 


Pre-RSC History [former subsec. 8(10)]: Former subsec. 
8(10) repealed by 1984, c. 1, subsec. 3(2), applicable to 1984 et seq. 
Subsec. 8(10) formerly read: 


(10) Employment outside Canada — Where any individual 
is resident in Canada in a taxation year and, throughout a pe- 
riod of more than six consecutive months that commenced in 
the ‘year or a previous year (in this subsection referred to as 
the “qualifying period’), 


(a) was employed by a person who was a specified em- 
ployer, and 
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(b) performed all or substantially all the duties of his em- 
ployment in one or more countries other than Canada 


(i) in connection with a contract under which the 
specified employer carried on business.in such coun- 
try or countries with respect to 


(A) the exploration for, or exploitation of, nero 
leum, natural gas, minerals or other similar 
resources, ‘ 
(B) a construction, installation, agricultural ‘or 
engineering activity, Or 
(C) any prescribed activity, or 

(ii) for the purposes of obtaining a contract for the 


specified employer to undertake any of the activities 
referred to in clause (i)(A), (B) or Me 


there may be deducted in computing his income for the year 
from that employment an amount equal to the lesser of 


(c) that portion of $50,000 that the number of days in that 
portion of the qualifying period that is in the year is of 
365, and 


(d) 50% of the portion of the amount that would, but for 
this subsection, be his income for the year from that em- 
ployment that is reasonably attributable to those duties 
performed 
(i) if section 114 is applicable, during the period or 
periods in the year referred to in paragraph 114(a) 
that are within the qualifying, period, or 
(ii) if section 114 i is not applicable, within the quali- 
fying period. 
Subsec. 8(10) added by. 1980-81-82-83, c. 48, subsec. 2(2), applica- 
ble to 1980 et seq. 


(11) Goods and services tax — For the purposes 
of this section and section 6, the amount of any re- 
bate paid or payable to a taxpayer under the Excise 
Tax Act in respect of the goods and services tax shall 
be deemed not to be an amount that is reimbursed to 
the taxpayer or to which the taxpayer is entitled. 

Related Provisions: 6(8) — GST rebate included in income. 


Pre-RSC History: Subsec. 8(11) added by 1990, c. 45, s. 38, 
applicable to 1991 et seq. 


Pre-RSC History [former subsec. 8(11)]: Former subsec. 
8(11) repealed by 1984, c.1, subsec. 3(2), applicable to 1984 et seq. 
Subsec. 8(11) formerly read: 
(11) “Specified employer’ —In subsection (10), 
employer” means 


“specified 


(a) a person resident in Canada; 


(b) a partnership in respect of which the aggregate fair 
market value of the interests in the partnership, each of 
which is owned by a member resident in Canada or a cor- 
poration controlled by persons resident in Canada, ex- 
ceeds 10% of the aggregate fair market value of all of its 
members’ interests in the partnership; and’ 


(c) a corporation that is a foreign affiliate of a person res- 
ident in Canada. 


Subsec. 8(11) added by 1980-81-82-83, c. 48, subsec. 2(2), applica- 
ble to 1980 et seq. 


(12) Return of employee shares by trustee — 
Where, in a taxation year, 


(a) an employee is deemed. by subsection. 7(2) to 
have disposed of a share held by a trust, 


(b) the trust disposed of the share to the corpora- 
tion that issued the share, 
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(c) the disposition occurred as a result of the em- 
ployee not meeting the conditions necessary for 
title to the share to vest in the employee, and 


(d) the amount paid by the corporation to acquire 
the share from the trust or to redeem or cancel the 
share did not exceed the amount pard to the cor- 
poration for the share, 


the following rules apply: 


(e) there may be deducted in computing the em- 
ployee’s income for the year from employment 
the amount, if any, by which 


(i) the amount of the benefit deemed by-sub- 
section 7(1) to have been received by the em- 
ployee in the year or a preceding taxation year 
in respect of the share 


exceeds 


(ii) any amount deducted under paragraph 
110(1)(d) or. (d.1). in computing the em- 
ployee’s taxable income for the year or a pre- 
ceding taxation year in respect of that benefit, 
and 


(f) notwithstanding any other provision of this 
Act, any. gain or. loss of the employee otherwise 
determined from the disposition of the share shall 
be deemed to be nil and section 84 does not apply 
to deem a dividend to have been received in re- 
spect of the disposition. 


History: Subsec. 8(12) added by 1994, c. 1, Sch. II (1991, c. 49), 
subsec. 5(8); applicable to 1988 et seq. 


interpretation Bulletins: IT-113R4: Benefits to employees — 
stock options. 


(13) Work space in home — Notwithstanding 
paragraphs (1)(f) and (i), 
(a) no amount is deductible in computing an indi- 
vidual’s income for a taxation year from an office 
or employment in respect of any part (in this sub- 
section referred to as the “work space”) of a self- 
contained domestic establishment in which the 
individual resides, except to the extent that the 
work space is either 
(i) the place where the individual principally 
performs the duties of the office or employ- 
ment, or 


(ii) used exclusively during the period in re- 
spect of which the amount relates, for the pur- 
pose of earning income from the office or em- 
ployment and used on a regular and 
continuous basis for meeting customers or 
other persons in the ordinary course of per- 
forming the duties of the office or 
employment; 
(b) where the conditions set out in subparagraph 
(a)(i) or (11) are met, the amount in respect of the 
work space that is deductible in computing the in- 
dividual’s income for the year from the office or 
employment shall not exceed the individual’s' in- 
come for the year from the office or employment, 


Subdiv. b — Business or Property 


computed without reference to any deduction in 
respect of the work space; and 


(c) any amount in respect of a work space that 
was, solely because of paragraph (b), not deducti- 
ble in computing the individual’s income for the 
immediately preceding taxation year from the of- 
fice or employment shall be deemed to be an 
amount in respect of a work space that is other- 
wise deductible in computing the individual’s in- 
come for the year from that office or employment 
and that, subject to paragraph (b), may be de- 
ducted in computing the individual’s income for 
the year from the office or employment. 


Related Provisions: 18(12) — Work space in home of self-em- 
ployed individual. 


History: Subsec. 8(13) added by. 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 5(8), applicable to 1991 et seq. 


Interpretation Bulletins: IT-352R2: Employee’s expenses, in- 
cluding work space in home expenses. 


Forms: 1777: Statement of employment expenses. 


Definitions [s. 8]: “additional voluntary contribution”, “amount”, 
“annuity”, “automobile”, “borrowed money”, “business” — 248(1); 
“Canada” — 255; “capital cost” — 13(7)-(7.4), 128.1(1)(c), 
128.1(4)(c); “Commonwealth” — Interpretation Act 35(1); “de- 
ferred amount’, “employed”, “employee”, “employer”, “employ- 
ment”, “goods and services tax”, “individual”, “Minister” — 
248(1); “marriage” — 252(4)(b); “motor vehicle”, “office”, “‘per- 
son”, “prescribed”, “property” — 248(1); “province” — Interpreta- 
tion Act 35(1); “registered pension plan”, “regulation” — 248(1); 
“reimbursement payment” — 8(1)(n.1)(i); “resident” — 250; “re- 
tirement compensation arrangement”, “salary deferral arrange- 
ment”, “salary or wages’, “self-contained domestic establishment’, 
“share” — 248(1); “spouse” — 252(4)(a); “taxable income” — 
2(2), 248(1); “taxation year” — 249; “taxpayer” — 248(1); 


“trust” — 104(1), 248(1), (3). 


Interpretation Bulletins [s. 8]: IT-168R3: Athletes and players 
employed by football, hockey and similar clubs. 


Subdivision b — Income or Loss 
from a Business or Property 


Basic Rules 


9. (1) Income — Subject to this Part, a taxpayer’s 
income for a taxation year from a business or prop- 
erty is the taxpayer’s profit from that business or 
property for the year. 


Related Provisions: 9(3) — Capital gains and losses not in- 
cluded; 18 — Limitations on various deductions; 18.1 — Limitation 
on deduction for matchable expenditure; 23 — Sale of inventory af- 
ter ceasing to carry on business; 80(13) — Income inclusion on for- 
giveness of debt; 95(1)— Extended definition of “income from 
property” for FAPI purposes; 112(4)-(5.6) — Restrictions on losses 
on shares held as inventory; 115(1)(a)(ii) — Non-resident’s taxable 
income earned in Canada; 142.5(1) — Mark-to-market rules for se- 
curities held by financial institutions; 143.2(6) — Reduction in ex- 
penditure allowed for tax shelter investment; 247 — Calculation of 
profit on transactions with. non-residents; 248(24) — Equity and 
consolidation methods of accounting not to be used; Canada-U.S. 
tax treaty, Art. VII — Business profits of U.S. resident; Art. XIV — 
Independent personal services; Art. XVI — Artistes and athletes; 
Art. XVII — Withholding re personal services. 


Selected Cases [subsec. 9(1)] 


S. 9(1) 


Method of reporting income: Urbandale Realty Corp. Ltd. v. 
R., [1997] 3 C.T.C. 6 (FCTD) (Courts use “well accepted principles 
of business practice” or “well accepted principles of commercial 
trading” rather than GAAP as guidelines for determining “profit’”); 
Denthor Developments Ltd. v. Canada, [1997] 1 C.T.C. 2075 (TCC) 
(No proceeds of disposition of land until land is sold); Buck 
Consultants Ltd. v. Canada, [1996] 3 C.T.C. 2016 (TCC) (Deduc- 
tion of “notional” rent during rent-free period disallowed, despite 
compliance with GAAP); Toronto College Park Ltd. v. Canada, 
[1996] 3 C.T.C. 94 (FCA) (Taxpayer does not have choice of meth- 
ods under GAAP; expense to be matched with specific source of 


_revenue and amortized); Consoltex Inc. v. Canada, {1996] 1 C.T.C. 
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2752 (TCC) (Change of inventory valuation method and reversal 
following utilization. of losses distorted income by anticipating 
profits); 228262 Alberta Ltd. v. MNR, [1996] 1 C.T.C. 2416 (TCC) 
(Price rectification was. eligible capital expenditure, not current ex- 
pense or cost of borrowing); Fleur de Lys Warehousing Ltd. v..Can- 
ada, [1992] 2 C.T.C. 2158 (TCC) (Municipal tax refund included in 
income for year in which refund ordered by tribunal, not year in 
which upheld by higher court); Johnson & Johnson Inc. v. Canada, 
[1994] 1 C.T.C. 244 (FCA) (Refund of federal sales tax taxable as 
income); Maritime Telegraph and Telephone Co. y. Canada, [1992] 
1 C.T.C. 264 (FCA) (Taxpayer could not change from accrual 
method to billed method of reporting income for tax purposes); The 
Queen v. Zoel Chicoine Inc., [1987] 2 C.T.C. 240. (FCA) (Sum re- 
ceived as an advance on final amount not determined and not paya- 
ble until taxation year-end not included in calculating income); 
Kozan y. MNR, [1987] 1 C.T.C. 2258 (TCC) (Disposal of property 
in taxation year when vendor, unable to “close” sale transaction on 
set date, agreed to purchaser taking possession of property, receiv- 
ing rents, and holding balance due in trust until transfer of title in 
subsequent year); Finochio v. The Queen, [1987] 1 C.T.C. 313 
(FCTD) (Sale of real property “closed” in year of registration of 
sale documents, even though funds held in trust by solicitor until 
next taxation year); McCullough v. MNR, [1986] 2 C.T.C. 2132 
(TCC) (Amount of cheque payable to taxpayer’s deceased husband 
entitled to DPSP not included in taxpayer’s income when counsel 
not acting directly or indirectly as agent or solicitor of taxpayer); 
Kowalczyk v. MNR, [1986] 2 C.T.C. 2092 (TCC) (Cheques received 
upon dismissal from employment equivalent to payment in cash if 
amounts not conditional on acceptance and honoured on presenta- 


tion for payment included in income in year of receipt); Rodgers, 


A.G., Real Estate Ltd. v. MNR, [1984] C.T.C. 2051 (TCC) (Deter- 
mined portion of commissions representing percentage of sale price 
of land taxable when receivable in year of transaction; remainder of 
commissions dependent upon completion of buildings taxable when 
receivable in that year); Commonwealth Construction Co. Ltd. v. 
The Queen, [1984] C.T.C. 338 (FCA) (Adverse judgment on appeal 
requiring full or partial repayment of costs of action does not alter 
taxable income in the year of receipt); The Queen v. Terra Mining 
& Exploration Ltd. (NPL), [1984] C.T.C. 176 (FCTD) (GAAP dic- 
tates that interest expense be accounted for on accrual basis); Noél- 
Fortin et al. v. MNR, [1982] C.T.C. 2543 (TRB) (Assessments ad- 
ding unreported income, interest and penalties referred back to Min- 
ister when taxpayers sharing tips in team system with other 
Waiters); Graham v. The Queen, [1980] C.T.C, 212 (FCTD) (Inter- 
est received on trust certificate is income in year of receipt; utility 
payments deductible in year of payment); Maple Leaf Mills Ltd. v. 
MNR, [1976] C.T.C. 324 (SCC). (Debt owed to taxpayer from net 
revenue deficiency accruing over the course of years taxed in year 
to which each part of debt is attributable); High Level Hotel Ltd. v. 
MNR, [1970] Tax ABC 1166 (TAB) (Income earned from rental of 
rooms taxable in hands of taxpayer despite agreement to pay part of 
rentals to contractor for completion of buildings); MNR v. Colford 
(John) Contracting Co. Ltd., [1962] C.T.C. 546 (SCC) (Holdback 
amounts not qualified as “receivables” are to be included in income 
in the year in which architect’s or engineer’s final certificate 
issued). 


Assignment of income: Range Grain Co. v. R., [1997] 2 C.T.C. 
227 (FCTD) (Gross revenues of commission agent do not include 
funds provided by principal to carry out contracts); Minet Inc. v. 
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Canada, {1996] 3 C.T.C..2108 (FCC) (Commission income. was 
taxpayer's; where it acquiesced in transfer to non-resident) ; 
Dominion Bridge Co. Ltd. v. The. Queen, [1977], C.T.C. 554, (FCA) 
(Inflated cost of steel purchased by parent, company must be com- 
puted by reference to cost incurred by foreign subsidiary not.carry- 
ing on separate business); The Queen v. Wipf et ai., [1976] C.T.C. 
57 (SCC) (Farm colonies holding all property in common; profits 
not attributable to individual members of Hutterian Brethren Church 
working in communal, farming operations in return for subsistence 
benefits). get 


Discounts and Boriiisals Hall et al. v. The Queen, [1986] 1 
C.T.C. 399 (FCTD) (Gain realized on discount purchase of promis- 
sory note conferred benefit on shareholders); Specht v. MNR, [1981] 
C.T.C. 2463 (TRB) (Bonuses earned from pre-payouts were capital 
gains where taxpayer used own funds to purchase mortgages and 
was not carrying on business); Solomon Estate v. MNR, [1970] Tax 
ABC 1244 (TAB) (Bonus received from a venturesome loan arising 
in adventure in nature of trade taxable in year of receipt). 


Business and adventure in the nature of trade: Roseland 
Farms Ltd. vy. MNR, [1986] 1 C.T.C. 2163 (TCC) (Purchase and sale 
of farms not adventure in nature of trade when-no equipment and no 
capital. to conduct. proper farming, business); Diamond 
Developments. Ltd. vy. MNR, [1984] C.T.C. 2992 (TCC) (Profit on 
sale of building business income when not held: as a capital asset 
and realized in course of ordinary business operations); Western 
Union. Insurance, Co..v. The Queen, [1983].C.T.C. 363 (FCTD) (Bo- 
nus paid to lender for making loan earned in the course of business 


when.creating.a gainful. use of monetary assets); Schlamp v. The: 


Queen, [1982] C,T.C. 304 (FCTD), (Majority shareholder in con- 
struction company, acquiring property, building houses, residing in 
them, with family, selling the house at profit and repeating these 
events, taxable as profits from.adventure in nature of trade); Walton 
v. The Queen, [1982] C.T.C,.228 (FCTD) (Proceeds. from. adventure 
in nature of trade despite unsolicited. offer. when city planner has 
knowledge of real estate potential and speculative intent); Anderson 
v. MNR, [1980] C.T.C. 2588 (TRB) (Adventure in the. nature of 


trade where syndication of stallion represents efficient, method of | 
grouping investors.im- business); Fawcett v.,MNR, [1980] C.T.C., 


2064 (TRB) (Compensation paid for withdrawing from further ne- 
gotiations to acquire company shares taxable as income from adven- 
ture in nature of trade; loss of executive position and. right to 
purchase shares not taxable when representing receipt on account.of 
capital); Mills v. MNR, [1978] C.T.C. 3166 (TRB) (Voluntary con- 
tributions from followers of philosopher to defray various costs to 
attend meetings income from business); The Queen v. Audet, [1978] 
C.T.C. 788 (FCTD) (Amounts received as commission for guaran- 
teeing loan constitute business income when not merely engaging in 
hobby but in deliberate economic action in search of gain); MNR v. 
Taylor, [1956] C.T.C, 189 (Exch) (Profit arising from transaction is 
adventure in nature of trade even though transaction itself is not 
trade or business). 

Business. purpose: Thiele Drywall Inc. v. Canada, [1996] 3 
C.T.C. 2208 (TCC) (Nature of participation in tax evasion scheme 


was such that legal expenses to defend were not deductible); Sabo. 


Brothers Construction Ltd. v. Canada, |1996] 2 C.T.C. 2073: (TCC) 
(Business loss disallowed where no possibility of profit; tax benefits 
didnot arise solely from operation of Act); Tonn et al. v. Canada, 
[1996] 2 C.T.C, 205 (FCA) (Objective test in Moldowan is to pre- 
vent inappropriate reductions in tax, not to second-guess business 
judgments); Levy v. MNR, [1985] 2. C:T.C. 2107 (TCC); ‘aff'd 
[1990] 2'C.T.C. 83 (FCTD) (Horses acquired and used for the pur- 
pose of racing are farming activity, investments in horse racing syn- 
dicates and corresponding losses constitute business: of farming). 


Change in use: Hayes v. MNR, [1989] 2 C.T.C. 2008 (TCC) | 


(Gain on sale of lots capital in nature; filing subdivision plan not 
converting loan into inventory when no evidence of business plan); 
MacKinnon v. MNR, [1988] 2 C.T.C. 2262. (TCC) (Land sold did 
not change character from capital to inventory;,.mere. creation of 
subdivision plan does not constitute the carrying on of business in 
absence of other circumstances); Hyman vy. MNR, [{1988].1 C.T.C. 
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- 2516 (TCC) (Business income applicable after change in-use arising 


from change in intention regarding property from income-producing 
asset to wanting to sell for a profit); Magilb Development Corp. Ltd. 


vv. The Queen, [1987]. 1 C.T.C»66 (FCTD) (No: change of character 
in, respect .of homestead. property from capital to, trading asset when 


absence -of corporate intent to subdivide); Schneider Ltd. et al. v. 


The. Queen, [1986] 2 oe ON (FCA) (Expropriation rendering 


profit from sale of land by joint’ venture income; insufficient evi- 
dence of change of intention when trust on behalf of members of 
consortium held property for disposition); Jacobsen Holdings Ltd. 
v: The Queen, {1986} 1.C.T.C. 87 (FCTD) (Presumption that land 
acquired for sale at profit retains:character of inventory, even when 
personal and farming use of tract of land-until pect of acceptable 
offer). 


Damages: Prince esi Hotel ( 1957) i v: Sneatnk [1995] 2 
C.T.C. 212 (FCA) (Capital nature of, partnership interest not rele- 
vant in characterizing settlement for damages relating to amount of 
such interest); Poulin v. Canada, [1995] 1 C.T.C. 2075 (TCC) 
(Damages payable as result of damage suit for fraudulent. activities 
as real estate broker deductible in computing income); St-Romuald 
Construction Ltée v..Canada, [1989] 1.C.T.C.205 (FETD), (Pay- 
ment for cancellation of contract pursuant to provision annulling 
contract held not to be damages when obtained to compensate for 
loss in partial~execution of contract made in normal course “of 
business); Wise, et al. v. The. Queen, [1986] 1-C.T.C. 169. (ECA) 
(Amount received: on forfeiture of deposit held to constitute.dam- 
ages for loss: of sale); Société d’Ingénierie Cartier Ltée.v. The 
Queen, [1986] 1 C.T.C. 166 (FCTD), (Payment received from: in- 
surer in settlement of claims by. and against taxpayer income where 
compensation would be-so: treated if received directly in course-of 
business); The Queen v. Manley, [1985] 1 C.T.C. 186.(FCA); leave 


_to-appeal to SCC refused (sub nom. Manley. v. MNR) (1986), 67 NR 


400 (note) (Damages for breach of warranty of.authority included in 
income when. corresponding to what would have been realized in 
profit from adventure in nature of trade); Vinette vy. MNR,. [1984] 
C.T.C., 2257 (TCC), (Payments received during period covered by 
notice of termination and arising from.employment contract: not 
damages, but taxable); Cox v. The Queen, [1982] C.T.C. 322 
(FCTD) (Payment from settlement upon contested will taxable, not 
damages, where claim is for payment of services); Hillsdale 
Shopping Centre Ltd. v. The Queen, [1981] oot ah wid ja (FCA) (Gain 
from expropriation of land acquired with primary purpose of devel- 
oping shopping centre for deriving rental income and with secon- 
dary purpose .of reselling: at profit is business income); Roberts, 
HLA., Lid, .vMNRsel 1969], C.7.C, 369 (SCC) (Payments of com- 
pensation capital sum in- respect of business ‘separate from main 
agency). 


Business vs employment. Wiebe Door Services Ltd. v.. MNR, 
[1986] 2 C.T.C. 200 (FCA) (Inadequacy of “control” test; whole 
rglabopshin of the parties must be examined through. the “integra- 
tion” test from employee’ s point of view rather than employer’ 8); 
Marotta y. The Queen, [1986] 1 C.T:C. 393 (FCTD) (Remuneration 
received by physician forming partnership and arranging for pay- 
ments from university to be treated as partnership income were em- 
ployment income from university upon evidence of employment re- 
lationship and taxable in calendar year of receipt); Gagné v, MNR, 
[1983] .C.T.C. 2502 (TRB) (Lawyer’s office expenses_not deducti- 
ble upon evidence of employment contract not providing for 
expenses); Rochette, v.. MNR, [1981] C.T.C. 2508 (TRB). (Flat 


_monthly fee not salary; related expenses CRN respect, of 


self-employment). 


Foreign exchange profits: ISE Canadian Finance Ltd. v. INR, 


[1986] 1 C-T.C. 2473 (TCC) (Poreigh exchange gains‘ and losses in 


respect of funds loaned’ to Canadian affiliates realized in the course 


-of business were on income account); Ethicon Sutures Ltd. v. The 


Queen, [1985] 2 C.T.C. 6 (FCTD) (Gains realized due to changes in 
foreign exchange rates by subsidiary of U.S. corporation ‘held to'be 
income where intention was to have funds available for inventory 
payments); Weatherhead Co. of Canada Ltd. ¥ MNR, [1982] C.T.C. 
2839 (TRB) (Trade receipts used’ to purchase U.S. term: deposits; 
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resulting foreign exchange gain was business incomerwhen- arising 
from normal business operations); Alberta Gas Trunk Line Co. Ltd. 
v. MNR, [1971] C.T.C..723,(SCC) (Foreign exchange loss on loan is 
capital loss; premium received on monthly payments were business 
income when received as part of payment for services); Tip. Top 
Tailors Ltd. v. MNR, [1957] C.T.C. 309 (SCC) (Foreign exchange 
profit taxable when made. in necessary part of ica awe saat 
operations). 


Income attributable to another. Barnes v. MNR, 11986)" 2 


C.T.C. 2079 (TCC) (True nature of transaction was that money not’ 


borrowed in trust relationship, but by taxpayer himself, shares regis- 
tered in his name, and sold on own account); Turner v. MNR, [1984] 
C.T.C. 3026 (TCC) (Taxpayer accountant receiving sum of money 


for services rendered in arranging for purchase of shares of com-' 
pany did not act as agent for corporation when not treating fee as’ 


corporation’s property); Horvath v. MNR, [1979]'C.T.C. 2059 
(TRB) (Principal shareholder of corporation acting in trust for cor- 
poration; profits bélong to corporation): 


Intention: Johnstone v. The Queen, [1988] 1 C.T.C. 48 (FCTD) 
(Profit on sale of real estate included in income where intention to 
subdivide and sell at profit, regardless’ of initial intention to use 
property as principal residence); Wise v. MNR, [1987] 1 C.T.C. 
2319 (TCC) (Taxpayer entering real estate joint venture with exper- 
ienced traders is bound by intentions and actions of other investors 
reporting profits as income); Brown y.. MNR, [1987] 1.C.T.C. 2133 
(TCC) (Parcel of land jointly. owned by-:taxpayer and. other individ- 
ual; intention of taxpayer governed by. the intention of the majority 
owner under agreement to sell on the same terms); Happy Valley 
Farms. Ltd. v. The Queen, [1986], 2 C.T.C. 259 (FCTD) (Profit on 
land sales was business income when taxpayer acquired property for 
resale at profit and was more knowledgeable in land transactions 
than farming); Armstrong v. The Queen, [1985] 2 C.T.C. 179 
(FCTD) (Trading in horses by corporation does not necessarily. im- 
ply business venture with intention of eventual profitable sale); 
Harms v. MNR, [1984] C.T.C. 2714 (TCC) (Profit on,sale was capi- 
tal. gain when gold investment capital preserving: and. not 
speculative); Wilderton Shopping Centre Inc. v. MNR, [1972] 
C.T.C. 319 (FCTD) (Profits on real estate transactions income from 
adventure in nature of trade where secondary or alternative intention 
to sell part of land); Regal Heights Ltd. v. MNR, [1960] C.T.C. 384 
(SCC), (Profits on real estate transactions income where alternative 
intention to turn asset to account if primary purpose not realized). 


Inventory or capital: Queenswood Associates Ltd. v. R., [1997] 2 
C.T.C. 2688 (TCC) (Forgiveness of debt related to inventory to be 
included in computation of income); Molstad Development Co. ‘v. 
Canada, [1997] 2 C.T.C. 2360 (TCC) (Borrowed funds were capi- 
tal, even if proceeds used to acquire inventory); Greatti et al. v. 
MNR, [1983] C.T.C..2541 (TRB) (Real estate not inventory of es- 
tate, but partnership. profits. from real estate included in income 
where properties acquired for development purposes prior to death); 
Arnold v. The Queen, [1983] C.T.C. 405 (FCTD) (Proceeds from 
sales of timber cutting rights:based upon yearly sales to a company 
operated by vendor were income); Algoma Central and Hudson Bay 
Railway. Co. v: MNR, [1961] C.T.C. 9 (Exch) (Original nature of 
rights received changed by manner of ae with them;: proceeds 
arising therefrom were income). 


Involuntary disposition: Bellingham v. Canada, [1996] 1 C.T.C. 
187 (FCA) (“Additional” interest in expropriation not income prop- 
erty nor income from a “source” and not taxable); Blok-Anderson v. 
MNR, [1972] C.T.C. 338 (FCTD) (Shares transferred in consolida- 
tion of holdings was alternative disposition method for traders in 
real estate). 


Leases: French Shoes Ltd. v. The Queen, [1986] 2 C.T.C, 132 
(FCTD) (Tenant inducement income when received as part of nor- 
mal business operations); Zehr’s Markets Ltd. v. The Queen, [1975] 
C.T.C. 190 (FCTD) (Profit from real estate transactions capital gain 
when selling buildings and taking back long-term leasebacks where 
properties not acquired for speculative purposes); Chibougamau 
Lumber Ltée v. MNR, [1973] C.T.C. 2174 (TRB) (Term leases with 
monthly payments with option to purchase equipment for $1 at end 
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of term not true, leases, but purchases on. time-payment: plans); 
Imperial Oil Ltd.,v. MNR, {1972} C.T.C.; 455 (FCTD) (Profit from 
sale of natural gas storage leases not. business income,when. com- 
pany not trading in such leases but intending to operate them for 
revenue). 


Sale or liquidation of business: Poni. -Cola Canada Lid. y. The 
Queen, [1979] C.T.C. 454 (FCA) (Amount received on termination 
of contract held to be capital payment for goodwill; receipt not con- 
taining terms of termination agreement); Hanalene Investments Ltd. 


_y. MNR, [1965] Tax ABC 385 (TAB) (Losses during sell-off of 
_ partnership land deductible as trading losses when partners still car- 
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rying on business); Frankel Corp. Ltd. v. MNR, [1959] C.T.C. 244 
(SCC) (Amount received for inventory when part of sale of busi- 
ness, not made in‘ course of business, not taxable). 


Mineral leases and rights: Mel-Bar Ranches Ltd. v. MNR, 
[1987] 2 C.T.C, 2146 (TCC).(Amounts received from log- -purchase 
agreement in one-time operation capital when necessary to improve 
ranch land in anticipation of renewed cattle operation); Corlite 
Petroleums Ltd. v: The Queen, (1976) C.T.C. 766 (FCTD) (Profit 
from sale of mining claims taxable when realized from adventure in 
nature of trade and property acquired for purpose of making profit); 
Bonlie v. MNR, [4970] Tax-ABC 1235. (TAB) (Owner of half-inter= 
est in mining claims engaged in adventure in nature of trade when 
selling claims with intention of making profit); Settler Oils Ltd. v. 
MNR, [1968] C.T.C. 252 (Exch) (Lump sum and royalty payments 
under oil leases taxable income when property acquired in hope of 
profit; cost of mineral rights not deductible). 


Options: Cook v. The Queen, [1987] 1 C.T.C. 377 (FCTD) 
(Amount received from unsolicited offer to grant option to purchase 
land was capital receipt; selling land not operating motivation); 
Airway Acceptance Corp. Ltd. v. MNR, [1986] 1 C.T.C. 2259 (TCC) 
(Time for ascertamment of intention is moment of purchase, which 
was moment option exercised; taxpayer’not buying for purposes of 
acquiring business assets, but for speculation); Algonquin 
Enterprises Ltd. et al. v. The Queen, [1986] 1 C.T.C. 493 (FETD) 
(Exercise of options to purchase during lease of building. lots pro- 
duced business income). 


Partnerships: Travica v. MNR, [1988] 1 C.T.C. 2359 (TCC) (No 
business partnership where community of interests created by mar- 
riage; assets owned by taxpayer at time of sale); Sedelnick Estate v. 
MNR, [1986] 2 C.T.C. 2102 (TCC) (Where no evidence of express 
partnership agreement, existence of partnership cannot be inferred 
when conduct of parties consistent with sire hy of interests cre- 
ated by. marriage). 


Penalties 

65302 British Columbia Ltd. v. R., [1998] 1-C.T.C,. 131 (FCA).(Le- 
vies imposed on intentional over-production, not deductible); Port 
Colbourne Poultry Ltd. v. R., [1997] 2 C.T.C. 2480 (TCC) (Penalty 
for pollution not deductible) 


Interpretation Bulletins: IT-75R3: Scholarships, fellowships, 
bursaries, prizes, and research; IT-92R2: Income of contractors; IT- 
95R: Foreign exchange gains and losses; IT-104R2: Deductibility of 
fines or penalties; IT-129R: Lawyers’ trust accounts and disburse- 
ments; IT-200: Surface rentals and farming operations, IT-213R: 
Prizes from lottery schemes and giveaway contests; [T-223: Over- 
head expense insurance vs. income insurance; IT-233R: Lease-op- 
tion agreements; sale-leaseback agreements; IT-257R: Canada 
Council grants; IT-261R: Prepayment of rents; IT-314: Income of 
dealers in oil and gas leases; IT-359R2: Premiums and other 
amounts re leases; IT-373R: Farm woodlots and tree farms; IT-425: 
Miscellaneous farm income; IT-434R: Rental of real property by in- 
dividual; IT-454: Business transactions prior to incorporation; IT- 
459: Adventure or concern in the nature of trade; IT-493: Agency 
cooperative corporations. See. also list at end of s. 9 and annotation 
to 18(1)(a). 

Information Circulars: 77-11: Sales tax reassessments — deduct- 
ibility in computing income. 


1.T. Technical News: No. | (sales; commission expenses of mu- 
tual-fund limited partnerships); No. 5 (lease agreements); No. 8 
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(proceeds of sale of a condominium —first closing date or second 
closing date; treatment of United States unitary state taxes); No. 12 
(“millennium bug” expenditures). 

Advance Tax Ruling: ATR-4: Exchange of interest rates; ATR- 
15: Employee stock option plan; ATR-20: Redemption premium on 
debentures; ATR-23: Private health services plan; ATR-45: Share 
appreciation rights plan; ATR-50: Structured settlement; ATR-62: 
Mutual fund distribution limited partnership: — amortization of Nee 
ing commissions. 

Forms: 1776: Statement of real estate rentals; T2032: Srienent of. 
professional activities; T2042: Statement of farming i income and ex- 
penses;.T2121: Fishing:income and expense. statement; T2124: 
Statement of business activities; T2130: Reconciliation of, net.in- 
come per financial statements with net income for tax purposes... 


(2) Loss — Subject to section 31, a taxpayer’s loss 
for a taxation year from a business or property is the 
amount of the taxpayer’s loss, if any, for the taxation 
year from that source computed by applying the pro- 
visions of this Act respecting computation of income 
from that source with such modifications as the cir- 
cumstances require. 


Related Provisions: 18 — Limitations on various deductions; 


18.1— Limitation on deduction for.matchable expenditure; 
96(8)(b), (c) — Business loss of partnership that previously had 
only. non-resident partners; 103(2) — Meaning of “losses” in sub- 
sec. 103(1); 111(1)(a) — Carryover of loss to prior or later year; 
111(8) — “non-capital loss”; 112(4)-(4.3) — Loss on share held as 
inventory. 


Selected Cases [subsec. 9(2)]: Tonn et al. .v. Canada, [1996] 2 
C.T.C. 205 (FCA) (Objective test in Moldowan is to: prevent inap- 
propriate reductions in tax, not to second-guess business 
judgments). 


Interpretation Bulletins: IT-328R3: Losses on shares on which’ 


dividends have been received. See also list at end of s. 9. 


Advance Tax Ruling: See under 9(1). 


(3) Gains and losses not included — In this 


Act, “income from a property” does not include any. 


capital gain from the disposition of that property and 
“loss from a property” does not include any capital 
loss from the disposition of that property. 


Pre-RSC History: Subsec. 9(3) substituted by 1986, ¢.'6,°s) 4° 


applicable to 1986 et seq. Subsec. 9(3) formerly read: 


(3) Gains and losses not included — In this Act, “income 
from a property” does not include any amount that is, or that 
would but for subparagraph 39(1)(a)(v) be, a capital gain 
from the disposition of that property or any amount that is a 
capital gain (within the meaning assigned by paragraph 
47.1(1)(b)) from an indexed security investment plan and 
“loss from a property” does not include any amount that is, or 
that would but for subparagraph 39(1)(a)(v) be, a capital loss 
from the disposition of that property or any amount that is a 
capital loss (within the meaning assigned by paragraph 
47.1(1)(c)) from an indexed security investment plan. 


Subsec. 9(3) substituted by 1984, c..1, s. 4, applicable to taxation 
years ending after September 30, 1983. Subsec. 9(3) formerly read: 


(3) Gains and losses not included — In this Act, “income 

from a property” does not include any capital gain from the 

disposition of that property and “loss from a property” does 

not include any capital loss from the disposition of that 

property. 
Selected Cases [subsec. 9(3)]: Arnold v. The Queen, [1983] 
C.T.C. 405 (FCTD) (Proceeds from sale of rights to cut timber were 
income). 
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Selected Cases [s. 9]: Friesen (J.) v. Canada, [1995] 2 C:T.C. 
369 (SCC) (Profit to be determined ‘according to principles of com- 
mercial or accounting practice unless inconsistent with specific pro- 
visions of Act); Canderel Ltd. v. Canada, [1995] 2:C.T.C. 22 (FCA) 
(Matching principle of accounting has status of legal principle); 
Millford Development Ltd. v. MNR, [1993] 1-C.T.C. 169 (FCTD) 
(Discount on sale of mortgage deductible where mortgage taken 
back on earlier sale of land on income account); Fleur de Lys 
Warehousing Ltd. v. MNR, {1992]:2 C.T.C. 2158 (TCC) (Refund of 
municipal taxes incorrectly paid and deducted in previous year in- 
cluded in year amount of refund.ascertained by court, despite subse- 
quent appeal); Johnson & Johnson Inc. v. Canada, (Dec. 13, 1993) 
Doc. A-1074-92 (FCA).(Refund of federal sales tax improperly paid 
and deducted.in prior year was not income when the right.to it crys- 
tallized or when received but, deduction in prior-year should, have 
been disallowed by reassessment if.year was not statute barred); 
Westar Mining.Ltd. v. Canada, [1992] 2.C.T.C. 11 (FCA) (Business, 
interruption insurance proceeds were income from. business of oper- 


ating a mine). é 5 aia 
Definitions [s. 9]: “amount”, “business” — 248(1); ‘capital 
gain” — 39(1)(a), 248(1); “capital loss” — 39(1)(b),, 248(1); “prop- 
erty” — 248(1); “taxation sear om bbe); 249; oe day — 


248(1). 


Interpretation Bulletins js. 9]: IT-99R4: Legal and accounting 
fees; IT-102R2: Conversion of property, other than real’ property, 
from or to inventory; IT-182: Compensation for loss of-business in- 
come, or of property used in a business; IT-189R2: Corporations 
used by practisine members of professions; IT-216: Corporation 
holding property as agent for shareholder; IT-218R: Profit, capital 
gains and losses from the sale of real estate, including farmland and 
inherited land and conversion of real estate from capital property to 
inventory and vice versa; IT-273R: Government assistance — gen- 
eral comments; IT-293R: Debtor’s gain on settlement of debt; IT- 
297R2: Gifts in kind to charity and others; IT-346R: Commodity 
futures and certain commodities; IT-403R: Options on real estate; 
IT-404R: Payments to lottery ticket vendors; IT-417R2: Prepaid ex- 
penses and deferred charges; IT-423: Sale of sand, gravel or topsoil; 
IT-446R: Legacies; IT-461: Forfeited deposits; IT-479R: Transac- 
tions in securities; IT-490: Barter transactions; IT-504R2: Visual 
artists and writers. 


10. (1) Valuation of inventory — For the purpose 
of computing a taxpayer’ s income for a taxation year 
from. a business that is not an adventure or concern 
in the nature of trade, property described in an inven- 


_ tory shall be valued at the end of the year at the cost 


at which the taxpayer acquired the property or its fair 
market value at the end of the year, whichever Is 
lower, or in a prescribed manner. 


Related. Provisions: 10(1. Gleeeddh ceric pact in) the wallies of 
trade —no writedown until sale; 10(1.1) — Certain expenses .in- 


cluded: in cost; 10(2)-— Valuation of inventory property; 28(1.1), 
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(1.2) Inventory of farming or fishing business ;.87(2)(b).— 
Amalgamations — inventory; 96(8)(b) — Cost of inventory of part- 
nership that previously had only non-resident partners; 112(4.1) — 
Fair market value of share held as inventory; 142.5(1).— Mark-to- 
market rules for securities held by financial institutions. 


History: Subsec. 10(1) amended by 1998, c. 19, subsec. 70(1), 
applicable 


(a) to taxation years that end after December 20, 1995; 


(b) in respect of a business that is an adventure or concern in 
the nature of trade, to taxation years of a taxpayer that end 
before December 21, 1995, except where 


(1) the taxpayer’s filing-due. date for the year is afar De- 
cember 20, 1995, or 


(ii) the taxpayer has valued the inventory of the business 
for the purpose of computing income for the year from the 


Subdiv. b — Business: or Property 


business at an amount that is less than the cost at which the 
taxpayer acquired the property, which valuation is reflected 
in a return of income, notice of objection or notice of ap- 
peal filed or served under the Act before December 21, 
1995; and 


(c) in respect of a business that is an adventure or concern in the 
nature of trade, to fiscal periods of a partnership that end before 
December 21, 1995, except where 


(i) the filing-due dates of all of the members of the partner- 
ship for their taxation years that include the end of the fis- 
cal period are after December 20, 1995, or 


(ii) the partnership has valued the inventory of the business 
for the purpose of computing income for the fiscal period 
from the business at an amount that is less than the cost at 
which the partnership acquired the property, which valua- 
tion is reflected in a return of income, notice of objection or 
notice of appeal filed or served under the Act before De- 
cember 21,1995 by any member of the partnership. 


The subsec. formerly read: 


(1) For the purpose of computing income from a business, 
inventory shall be valued at its cost to the taxpayer or its fair 
market value, whichever is lower, or in such other manner as 
may be permitted by regulation. 


Selected Cases [subsec. 10(1)]: Consoltex Inc. v. Canada, 
[1996] 1 C.T.C. 2752 (TCC) (Change of inventory valuation 
method and reversal following utilization of losses distorted income 
by anticipating profits); Friesen (J.) v. Canada, [1993] 2 C.T.C. 113 
(FCA), reconsideration refused (Sept. 9, 1993), Doc. A-449-92 
(FCA), rev’d [1995] 2 C.T.C. 369 (SCC) (Inventory valuation 
method applies to asset of adventure in nature of trade); West Hill 
Redevelopment Co. v. MNR, [1991] 2 C.T.C. 83 (FCTD) (Plaintiff 
who sold condominiums and took back mortgages at below-market 
interest. rates in business. of selling condominiums, not trading in 
mortgages; mortgages not inventory); Van Dongen vy. Canada, 
[1991] 1 C.T.C. 86 (FCTD) (Real property received in lieu of re- 
payment of loan not inventory where no intention to resell); Cyprus 
Anvil Mining Corp. v. Canada, [1990] 1 C.T.C. 153 (FCA); leave to 
appeal to SCC refused (sub nom.Cyprus Anvil Mining Corp. v. 
MNR) (1990), 115 NR 320 (note) (Changing valuation method dur- 
ing tax exempt period unacceptable departure from consistency 
principle); The Queen v. Boehringer Ingelheim (Canada) Ltd., 
[1987] 2 C.T.C. 245 (FCA) (Goods purchased January 1 considered 
opening inventory where no closing inventory previous year) ; 
Rudolph Furniture Ltd. v. The Queen, [1982] C.T:C. 211 (FCTD) 
(Crown’s valuation prevailed where consistent method not used by 
taxpayer); The Queen v. Jawl Industries Ltd., [1974] C.T.C. 147 
(FCTD) (Loss on value of inventory purchased in. 1969 not deducti- 
ble that year where. delivery ‘taken and fixed price paid in 1970); 
Handy & Harman of Canada Ltd. v. MNR, [1973] €.T.C. 507 
(FCTD) (Lowest cost per ounce rejected in favour of average cost 
per ounce). 


Regulations: 1102(1)(b) (no capital cost allowance for property 
described in inventory); 1801 (inventory generally may be valued at 
fair market value); 1802 (valuation of animals). 


Interpretation Bulletins: IT-51R2: Supplies on hand at end of a 
fiscal period; IT-102R2: Conversion of property, other than real 
property, from or to inventory; IT-142R3: Settlement of debts on 
the winding-up of a corporation; IT-153R3: Land developers — 
subdivision and development costs and carrying charges on land; 
IT-165R: Returnable containers; IT-328R3: Losses on shares on 
which dividends have been received; IT-459: Adventure or concern 
in the nature of trade; IT-504R2: Visual artists and writers. See also 
list at end of s. 10. 


(1.01) Adventures in the nature of trade — For 
the purpose of computing a taxpayer’s income from 
a business that is an adventure or concern in the na- 
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ture of trade, property described in an inventory shall 


be valued at the cost at which the taxpayer acquired 
the property. / 

Related Provisions: 10(9) — Grandfathering of writedown taken 
before 10(1.01) applies; 10(10) — Writedown allowed before 


change of control of corporation; 18(14)-(16) — Superficial loss 
rule for property held as adventure in the nature of trade. 


History: Subsec. 10(1.01) added by 1998, c. 19, subsec. 70(1), ap- 
plicable 


(a) to taxation years that end after December 20, 1995; 


(b) in respect of a business that is an adventure or concern in 
the nature of trade, to taxation years of a taxpayer that end 
before December 21, 1995, except where 


(1) the taxpayer’s filing-due date for the year is after De- 
cember 20, 1995, or 


(11) the taxpayer has valued the inventory of the’ business 
for the purpose of computing income for the year from the 
business at an amount that is less than the cost at which the 
taxpayer acquired the property, which valuation is reflected 
ina return of income, notice of objection or notice of ap- 
peal filed or served under the Act before December 21, 
1995; and 


(c) in respect of a business that is an adventure or concern in the 
nature of trade, to fiscal periods of a partnership that end before 
December 21, 1995, except where 


(1) the filing-due dates of ail of the members of the partner- 
ship for their taxation years that include the end of the fis- 
cal period are after December 20, 1995, or 


(11) the partnership has valued the inventory of the business 
for the purpose of computing income for the fiscal period 
from the business at an amount that is less than the cost at 
which the partnership acquired the property, which valua- 
tion is reflected in a return of income, notice of objection or 
notice of appeal filed or served under the Act before De- 
cember 21, 1995 by any member of the partnership. 


(1.1) Certain expenses included in cost — For 
the purposes of subsections (1), (1.01) and (10), 
where land is described in an inventory of a business 
of a taxpayer, the cost at which the taxpayer acquired 
the land shall include each amount that is 


(a) described in paragraph 18(2)(a) or (b) in re- 
spect of the land and for which no deduction is 
permitted to the taxpayer, or to another person or 
partnership that is 


(i) a person or partnership with whom the tax- 
payer does not deal at arm’s length, 


(ii) if the taxpayer is a corporation, a person or 
partnership that is a specified. shareholder of 
the taxpayer, or 


(iii) if the taxpayer is a partnership, a person 
or partnership whose share of any income or 
loss of the taxpayer is 10% or more; and 


(b) not included in or added to the cost to that 
other person or partnership of any property other- 
wise than because of paragraph 53(1)(d.3) or sub- 
paragraph 53(1)(e)(xi). 
History: Subsec. 10(1.1) amended by 1998, c. 19, subsec. 70(1), 
applicable 


(a) to taxation years that end after December 20, 1995; 


S. 1001.1) 


(b) in respect of a business that is an adventure or-concern. in 
the nature of trade, to taxation years of a taxpayer that end 
before December 21, 1995, except where 


(i) the taxpayer’s filing-due date for the year is after De- 
cember 20, 1995, or 


(ii) the taxpayer has valued the inventory of the business 
for the purpose of computing income for the year from the 
business at an amount that is less than the cost at which the 
taxpayer acquired the property, which valuation is reflected 
in a return of income, notice of objection or notice of ap- 
peal filed or served under the Act before December 21, 
1995; and 


(c) in respect of a business that is an adventure or concern in the 
nature of trade, to fiscal periods of a partnership that end before 
December 21, 1995, except where 


(i) the filing-due dates of all of the members of the partner- 


ship for their taxation years that include the end of the fis- — 


cal period are after December 20, 1995, or 


(11) the partnership has valued the inventory of the business 
for the purpose of computing income for the fiscal period 
from the business at an amount that is less than the cost at 
which the partnership acquired the property, which valua- 
tion is reflected in a return of income, notice of objection or 
notice of appeal filed or served under the Act before De- 
cember 21, 1995 by any member of the partnership. 


The subsec. formerly read: 


(1.1) For the purpose of subsection (1), the cost to a particular 
taxpayer of land that is described in the inventory of a busi- 
ness carried on by the taxpayer shall include each amount de- 
scribed in paragraph 18(2)(a) or (b) in respect of that land for 
which no deduction is permitted to the taxpayer or to another 
person in respect of whom the taxpayer was a person, corpo- 
ration or partnership described in subparagraph (b)(4), (11) or 
(111) of the definition “interest on debt relating to the acquisi- 
tion of land” in subsection 18(3), where that amount was not 
included in or added to the cost to that other person of any 
property otherwise than because of paragraph 53(1)(d.3) or 
subparagraph 53(1)(e)(xi). 


Subsec. 10(1.1) substituted by 1994,c27, Sch. If (1991, ¢. 49), sub- 
sec. 6(1), applicable to 1988 et seg. Subsec. 10(1.1) formerly, read: 


(1.1) Non-deductible expenses — For the purposes of sub- 
section (1), the cost to a particular taxpayer of land -that.is 
included in the inventory of a business carried on by the tax- 
payer shall include all amounts described in paragraph 
18(2)(a) or (b) in respect of that land for which no deduction 
is permitted to the taxpayer or, by reason of subsection 18(3), 
to another taxpayer in respect of whom the. particular. tax- 
payer was a person, corporation or partnership described in 
subparagraph (b)(i), (ii) or (ili) of the definition “interest on 
debt relating to the acquisition of land” in subsection 18(3), 
where the amounts were not included in the cost to that other 
taxpayer of property. 


Pre-RSC History: Subsec. 10(1.1) added by 1988, c. 55, s. 3, 
applicable to 1988 ef seq. 


Interpretation Bulletins: [T-153R3: Land developers — subdivi- 
sion and development costs and carrying charges on land. See also 
list at end of s. 10. 


Pre-RSC History [former subsec. 10(1.1)]:: Former subsec. 
10(1.1) repealed by 1979, c. 5, s. 2, applicable with respect to ex- 
penses incurred after November 16, ae Subsec. 10(1.1) formerly 
read: 


(1.1) Certain non-deductible expenses. included in cost 
of inventory — For the purposes of subsection (1), the cost 
to the taxpayer of land that is described in the inventory of a 
business carried on by him shall include any amount, de- 
scribed in paragraph 18(2)(a) or (b) in respect of that land for 
which no deduction is permitted to him. 
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Subsec: 10(1.1) added by 1974-76, c.:26, s. 3, nel ealos to amounts 
paid or payable after May 6, 1974... 


(2) Continuation. of valuation — Notwithstand- 
ing subsection (1), for the purpose of computing in- 
come for a taxation year from a business, the inven- 
tory at the commencement of the year shall be 
valued at the same amount as the amount at which it 
was valued at the end of the preceding taxation year 
for the purpose of computing income for that preced- 
ing year. 

Related Provisions: 10(2. Wye Methods of valuation to be the 
same from year to year. 


Interpretation Bulletins: See list-at end of S. 10: 


(2.1) Methods of valuation to be same — 
Where property. described in an inventory of a tax- 
payer’s business that isnot an adventure or concern 
in the nature of trade is valued at the end of a taxa- 
tion year in accordance with a method permitted 
under this section, that method shall, subject to sub- 
section (6), be used in the valuation of property de- 
scribed in the inventory at the. end. of the. following 
taxation year for the purpose of computing the tax- 
payer’s income from the business unless the tax- 
payer, with the concurrence of the Minister and on 
any terms and conditions that are specified.by the 
Minister, adopts another method permitted under this 
section. 


History: Subsec. 10(2.1) amended by 1998, c. 19, subsec. 70(2), 
applicable 


(a) to taxation years. that end after December 20, 1995;, 


(b) in respect of a business that is an adventure or concern in 
the nature of trade, to taxation years of a taxpayer that end 
before December 21, 1995, except where 


(i) the taxpayer’s filing-due date for the year is after De- 
cember 20, 1993, or 


(11) the taxpayer has valued the inventory - sak the business 
for the purpose of. computing income for the year from, the 

_ business at an amount that is less than the cost at which the 
taxpayer acquired the property, which valuation is reflected 
in a return of income, notice. of objection.or.notice of ap- 
peal filed or served under the Act before December 21, 
1995; and 


(c) in respect of a business that is an adventure or concern in the 
nature of trade, to fiscal periods ‘of a partnership that end fe 
December 21, 1995, except where 


(i) the filing-due dates of all of the members of the partner- 
ship for their taxation years that include the end of the fis- 
cal period are after December 20, 1995, or a 


(ii) the partnership has valued the inventory of the business 
for the purpose of computing income for the fiscal period 
from the business at an amount that is less than the cost at 
which the partnership acquired the property, which valua- 
tion is reflected in a return of income, notice of objection or 
.. notice of appeal filed or served under the Act before, De- 
cember 21, 1995 by any member of the partnership. 


The subsec. formerly. read: 


(2.1) Where property described in the inventory of a business: 
of a taxpayer at the end of a taxation year is valued in accor- 
dance with a method provided for under this section, that 
method shall, subject to subsection (6), be used in the valua- 
tion of property described in the inventory of that business at 
the end of the following taxation year for the purpose of com- 
puting the taxpayer’s income: from. that business unless the 
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taxpayer, with the.concurrence of the Minister and on such 
terms and conditions as are specified by the Minister, adopts 
another method provided. for under this section. 


Subsec., 10(2.1), added-by 1994,.c. 7, Sch. I (1991, c. 49), subsec. 
6(2), applicable with respect to computations of income for 1990 et 
seq. | 
Interpretation Bulletins: IT-459: Adventure or concern in the 
nature of trade. . 


(3) Incorrect valeaaon — Where the inventory of 
a business at the commencement of a taxation year 
has, according to the method adopted by the tax- 
payer for computing income from the business for 
that year, not been valued as required by subsection 
(1); the inventory at the commencement of that year 
shall, if the Minister so directs, be deemed to have 
been valued as required by that subsection. 


Interpretation Bulletins: See list at end of s. 10. 


(4) Fair market value — For the purpose of sub- 
section (1), the fair market value of property (other 
than property that is obsolete, damaged or defective 
or that is held for sale or lease or for the purpose of 
being processed, fabricated, manufactured, incorpo- 
rated into, attached to, or otherwise converted into 
eminns for sale or lease) that is. 


(a) work in progress at the end of a taxation year 
of a business that is a profession means the 
amount that can reasonably be expected to be- 
come receivable in respect thereof after the end 
of the year; and. 


(b) advertising or packaging material, parts, sup- 
plies or other property (other than work ‘in pro- 
gress of a business that is a profession) that is in- 
cluded in inventory means the replacement cost 
of the property. 

Related Provisions: 10(5) — Property deemed to be inventory; 


34 — Election to,exclude work in progress from professional 
income, 


Pre-RSC History: Subsec. 10(4) substituted by 1980-81-82-83, c. 


140, subsec. 3(1), applicable to 1983 et seg. Subsec. 10(4) ey 
read: 


(4) Replacement cost — For the purpose of subsection (1), 
the fair market value of property (other than property that is. 
obsolete, damaged or defective or that is held for sale’or lease 
or for the purpose of being processed, fabricated, manufac- 
tured, incorporated into, attached to, or otherwise converted 
into property for sale or lease) that is advertising or packag- 
ing material, parts, supplies or other property described in an 
inventory means the replacement cost of the property. 


Subsec. 10(4) added by 1980-81-82-83, c. 48, s. 3, applicable with 
respect to property acquired after December 11, 1979. 


Interpretation Bulletins: IT-51R2: Supplies on hand at end of 
fiscal period. See also list at end of s. 10. 


(5) Inventory — Without restricting the generality 
of this section, 


(a) property (other than capital property) of a tax- 
payer that is advertising or packaging material, 
parts or supplies or work in progress of a busi- 
ness that is a profession is, for greater certainty, 
inventory of the taxpayer; 
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Selected Cases [para. 10(5)(a)]: Stearns Catalytic Ltd. v. Can- 
ada, [1990] 1 C.T.C, 398 (FCTD) (Spare parts capable of causing 
lengthy termination of production if damaged are “major parts” of 
capital property, not inventory). 
(b) anything used primarily for the purpose of ad- 
vertising or packaging property that is included in 
the inventory of a taxpayer shall be deemed not 
to be property held for sale or lease or for any of 
the purposes referred to in subsection (4); and 


(c) property of a taxpayer, the cost of which to 
the taxpayer was deductible by virtue of para- 
graph 20(1)(mm), is, for greater certainty, inven- 
tory of the taxpayer having a cost to the taxpayer, 
except for the purposes of that paragraph, of nil. 
Related Provisions: 10(4) — Fair market value of work in pro- 
gress, advertising or packaging materials, parts and supplies; 34 — 
Election to exclude work in progress from professional income. 


Pre-RSC History: Para. 10(5)(c) added by 1984, c. 45,°s. 4, 
applicable to 1984 et seq. 


Para. 10(5)(a) substituted by 1980-81-82-83, c. 140, subsec. at?) 
applicable to 1983 et seg. Para. 10(5)(a). formerly: read: 


(a) property (other than capital property) of a taxpayer that is 
advertising or packaging material, parts or supplies is, for 
greater certainty, inventory of the taxpayer; and 
Subsec. 10(5) added by 1980-81-82-83, c. 48, s. 3, applicable with 
respect to property acquired ‘after December 11, 1979. 
I.T. Application Rules: 23(3), (4). 
Interpretation Bulletins: IT-51R2: Supplies on hand at end of 
fiscal period; IT-457R: Election by professionals to exclude work in 
progress from income: See also list at end of s. 10. 


(6) Artistic endeavour — Notwithstanding sub- 
section (1), for the purpose of computing the income 
of an individual other than a trust for a taxation year 
from a business that is the individual’s artistic en- 
deavour, the value of the inventory of the business 
for that year shall, if the individual so elects in the 
individual’s return of income under this Part for the 
year, be deemed to be nil. 


Related Provisions: 10(7) — Effect of election; 10(8) — Artistic 
endeavour. 


Pre-RSC History: Subsec. 10(6) added by 1986, c. 6, s. 5, appli- 
cable with respect to taxation years ending after 1984. 


Interpretation Bulletins: I[T-212R3: Income of deceased per- 
sons — rights or, things; IT-504R2: Visual artists and writers. See 
also list at end of s. 10. 


Pre-RSC History [former subsec. 10(6)]: Former subsec. 
10(6) repealed by 1985, c. 45, s. 4, applicable to 1984 et seg. Sub- 
sec. 10(6) formerly read: 
(6) Work in progress — For the purpose of computing, the 
income of a taxpayer from a business that is a profession, the 
amount of the cost of his work in progress, and the amount of 
the fair market value thereof shall be deemed to be 
(a) at the end of his 1982 taxation year, nil, and 
(b) at the end of his 1983 taxation year, '/2 of the amount 
thereof determined without reference to this. paragraph, 


if an election under paragraph 34(1)(d) is applicable in re- 
spect of the business for his 1982 taxation year. 


Subsec. 10(6) added by 1980-81-82-83, c. 140, subsec. 3(3). 


(7) Value in later years — Where an individual 
has made an election pursuant to subsection (6) for a 
taxation year, the value of the inventory of a busi- 
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ness that is the individual’s artistic endeavour shall, 
for each subsequent taxation year, be deemed to be 
nil unless the individual, with the concurrence of the 
Minister and on such terms and conditions as are 
specified by the Minister, revokes the election. 


Pre-RSC History: Subsec. 10(7) added by 1986, c. 6, s. 5, appli- 
cable with respect to taxation years ending after 1984. 


Interpretation Bulletins: IT-504R2: Visual artists and writers. 
See also list at end of s. 10. 


(8) Definition of “business. that is an 
individual’s artistic endeavour” — For the pur- 
pose of this section, “business that is an individual’s 
artistic endeavour” means the business of creating 


paintings, prints, etchings, drawings, sculptures, or 


similar works of art, where such works of art are cre- 
ated by the individual, but does not include a busi- 
ness of reproducing works of art. 


Pre-RSC History: Subsec. 10(8) added by 1986, c. 6, s. 5, sp: 


cable with respect to taxation years ending after 1984. 


Interpretation Bulletins [subsec. 10(8)]: [T-504R2: Visual art- 
ists and writers. See also list.at end of s. 10. 


(9) Transition — Where, at the end of a taxpayer’s 
last taxation year at the end of which property de- 
scribed in an inventory of a business that is an_ad- 
venture or concern in the nature of trade was valued 
under subsection (1), the property was valued at an 
amount that is less than the cost at. which the tax- 
payer acquired the property, after that time the cost 
to the taxpayer at which the property was acquired 
is, subject to subsection (10), deemed to be = 
amount. 


History: Subsec. 10(9) added by 1998. c. 19, subsec. 70(3), 
applicable 


(a) to taxation years that end after December 20, 1995; 


(b) in respect of a business that is an adventure or concern in 
the nature of trade, to taxation years of a taxpayer that end 
before December 21, 1995, except where 


(i) the taxpayer’s filing-due date for the year is after De- 
cember 20, 1995, or 


(i1) the taxpayer has valued the inventory of the auger 
for the purpose of computing income for the year from the 
business at an amount that is less than the cost at which the 
taxpayer acquired the property, which valuation is reflected 
in a return of income, notice of objection or notice of ap- 
peal filed or served. under the Act before December 21, 
1995; and 


(c) in respect of a business that is an adventure or concern in the 
nature of trade, to fiscal periods of a partnership that end before 
December 21, 1995, except where 


(i) the filing-due dates of all of the members of the partner- 
ship for their taxation years that include the end of the fis- 
cal period are after December 20, 1995, or 


(ii) the partnership has valued the inventory of the business 
for the purpose of computing income for the fiscal period 
from the business at an amount that is less than the cost at 
which the partnership acquired the property, which valua- 
tion is reflected in a return of income, notice of objection or 
notice of appeal filed or served under the Act before De- 
cember 21, 1995 by any member of the partnership. 


Interpretation Bulletins: IT-459: Adventure or concern in the 


nature of trade. 
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(10) Acquisition of control — Notwithstanding 
subsection (1.01), property described in an inventory 
of a corporation’ s business that is an adventure or 
concern in the nature of trade at the end of the corpo- 
ration’s taxation year that ends immediately before 
the time at which control of the corporation is ac- 
quired by a person or group of persons shall be val- 
ued at the cost at which the corporation acquired the 
property, or its fair market. value at the.end.of the 
year, whichever is. lower, and, after that, time, the 
cost at which the corporation acquired the property 
is, subject to a subsequent application of this subsec- 
tion, deemed to be that lower amount. 


Related Provisions: 256(7)—(9) — Whether control, arte 


History: Subsec. 10(10) added by 1998, c. 19, wees TO), 
applicable 


(a) to taxation years that end after December! 20; 1995;. 


(b) in respect of a business that is an adventure or concern in 
the nature of trade, to taxation years of a taxpayer that end 
before December 21, 1995, except where 


(i) the taxpayer’ s filing- due date for the a is after De- 
cember 20, 1995, or<> 


(11) the taxpayer ‘has ‘valued the inventory of the business 
for the purpose of computing income for the year from the 
business at an amount that is less than the cost at which the 
taxpayer acquired the property, which valuation is reflected 
in a return of income, notice of objection or notice.of ap- 
peal filed or served under the Act’ before December I 
1995; and 


(c) in respect of a business that is an adventure or concern in the 
nature of trade, to fiscal periods of a partnership that end before 
December 21, 1995, except where 


(i) the filing-due dates of all-of the members of the ec 
ship for their taxation years that include the end of the fis- 
cal period are after December 20, 1995, or 


(ii) the partnership has valued the inventory of the business 
for the purpose of computing income for the fiscal period 
from the business at an amount that is less than the cost at 
which the partnership acquired the property, which valua- 
tion is reflected in a return of income, notice of objection or 
notice of appeal filed or served under the Act. before De- 
cember 21, 1995 by any member of the partnership. - 


Interpretation Bulletins: IT-459: Adventure or concern in’ the 
nature of trade... 


(11) Acquisition of control — For the purposes 
of subsections 88(1.1) and 111(5), a,corporation’s 
business that is at any time an adventure or concern 
in the nature of trade is deemed to be a business car- 
ried on at that time by the corporation. 


History: Subsec. 10(11) added by 1998, c. 19, sa ey: 
applicable 


(a) to taxation years that end after December 20, 1995; 


(b) in respect of a business that is an adventure or concern in 
the nature of trade, to taxation years of a taxpayer that end 
before December 21, 1995, except where 


(i) the taxpayer’s filing-due date for the year is after De- 
cember 20, 1995, or 


(ii) the taxpayer has valued the inventory of the business 
for the purpose of computing income for the year from the 
business at an amount that is less than the cost at which the 
taxpayer acquired the property, which valuation is reflected 
in a return of income, notice of objection or notice of ap- 
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peal filed or served under the Act yay December 21, 
1995; and 


(c) in respect of a business that is an adventure or concern in the 
nature of trade, to fiscal periods of a partnership that end before 
December 21, 1995, except where 


(i) the filing-due dates of all of the members of the partner- 
ship for their taxation years that include the end of the fis- 
cal period are after December 20, 1995, or 


(ii) the partnership has valued the inventory of the business 
for the purpose of computing income for the fiscal period 
from the business at an amount that is less than the cost at 
which the partnership acquired the property, which valua- 
tion is reflected in a return of income, notice of objection or 
notice of appeal filed or served under. the Act before De- 
cember 21, 1995 by any member of the partnership. 


Interpretation Bulletins: IT-459:. Adventure or concern in the 
nature of trade. 


Definitions [s. 10]: “amount” — 248(1); “artistic endeavour” — 
10(8); “business” — 248(1); “capital property” — 54, 248(1); “cor- 
poration” — 248(1), Interpretation Act 35(1); “cost” ~ SS farr 
market value” — 10(4): ; “fiscal pe- 
riod” — 249.1; “individual” — 248(1); “inventory” — 10(5), 
248(1); “Minister” — 248(1); “person”, pECSCD “property”, 
Pcs leer 248(1); “taxation year” — IT), 249;  “tax- 
payer’ — — 248(1); “trust? — 104(1), 248(1), (3). 


Selected Cases [s. 10]: Consoltex Inc. -v. Canatie [1996] 1 


C.T.C. 2752 (TCC) (Change of inventory valuation method and re- 
versal following utilization of losses distorted income be Saye 
ing. profits). 


Interpretation Bulletins [s. 10]: IT-98R2: Investment corpora- 
tions; IT-189R2: Corporations used by practising members of pro- 
fessions; IT-283R2: CCA — video tapes, videotape cassettes, films, 
computer software and master recording tapes; IT-345R: Special re- 
serve — loans secured by mortgages; IT-452: Utility service 
connections. 


11. (1) Proprietor of business — Subject to sec- 
tions 34.1 and 34.2, where an individual is a proprie- 
tor of.a business, the individual’s income from. the 
business for a taxation year is deemed to be the indi- 
vidual’s income from the business for the fiscal peri- 
ods of the business that end in the year. 


History: Subsec. 11(1) amended by 1996, c. 21, s. 3, applicable to 


1995 et seq. The subsec. formerly read: 


(1) Proprietor of business — Where an individual is a pro- 
prietor of a business, the individual’s income from the busi- 
ness for a taxation year shall be deemed to be the individual’s 
income from the business for the fiscal period or periods end- 
ing in.the year, 


Selected Cases [Subsec. 11(1)]: Northern Sales (1963) Ltd. v. 
MNR, {1973] C.T.C. 239 (FCTD), Independent companies held to 
be partners where profits and losses divided pursuant to marketing 
agreement). 


(2) Reference to “taxation year” — Where an. 


individual’s income for a taxation year includes in- 
come from a business the fiscal period of which does 
not coincide with the calendar year, unless the con- 
text otherwise requires, a reference in this subdivi- 
sion or section 80.3 to a “taxation year” or “year” 
shall, in respect of the business, be read as a refer- 
ence to a fiscal period of the business ending in the 
year. | 
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History: Subsec. 11(2) substituted by 1994, c. 21, s..5, applicable 
to 1988 et seg. That subsec. formerly read: 


(2) Reference to “taxation year” or “year’ — Where an in- 
_ dividual’s income for a taxation year includes income from a 
~ business the fiscal period of which does’ not coincide with the 
calendar year, unless the context otherwise requires, a refer- 
ence in this Division to a “taxation year” or “year” shall, in 
respect of the business, be read as a reference t0‘a fiscal pe~ 
riod of the business ending in the year. 


Pre-RSC History: Subsec. 11(2) amended by 1990, c. 39, s. 3, to 
substitute “otherwise requires, a reference in this Division” for ‘‘oth- 
erwise requires a reference in this ay ti GE See to 1988 


| et seq. 


_ Selected Cases [subsec. 11(2)]:° Bishay v. MNR, [1996] 1 
. CTC. 2286 (RCTD) (Unilateral, change: of year-end .by taxpayer 


prohibited). 


Eligible capital. property 
rules — references to “ fadaon year or CyPaL 20(16.2) —-.Termi- 
nal loss rules — reference to “taxation year” and “year”, 34.1] — 
Additional income adjustment’ where fiscal year is not calendar 
year; 34.2 — Reserve for 1995 stub-period income; 96(1)(f) — In- 
come inclusion from partnership in-taxation year in which partner- 
ship’s year ends; 25(1) — Fiscal period for individual proprietor of 
business disposed. of; 249(2)(b) — Where end of fiscal period coin- 
cides with end.of taxation year, 


Definitions [s. 11]: “business” —248(1), 249:1; “calendar 


Yen iosticenreiation Act 37(1)(a); sBiscal period” —.248(1), 
| 249.1; 


“individual” — 248(1); “taxation year” — 249. 


Regulations [s. 11]: 1104(1) (taxation. year, of individual for 
capital cost allowance purposes). 


Interpretation Bulletins [s. 11]: IT-151R4: Scientific research 
and experimental development expenditures; IT-184R: Deferred 
cash purchase tickets nal sie Canadian Wheat Board. 


“Inclusions 


12. (1) Income iNetuslonsceiTha shall be in- 
cluded in computing the income of a taxpayer for a 
taxation year as income from a business or property 
such of the following amounts as are applicable: 


(a) services, etc., to be rendered [or goods 
to be delivered] — any amount received by the 
taxpayer in the year in the course of a business 


(1) that is on account of services not ‘rendered 
or goods not delivered before the end of the 
year or that, for any other reason, may be re- 
garded as not having been earned in the year 
or a previous year, or 


(ii) under an arrangement or understanding 
that it is repayable in whole or in part on the 
return or resale to the taxpayer of articles in or 
by means of which goods were delivered toa 
customer; 
Related Provisions: 12(2) — Rule is for greater certainty only; 
20(1)(m) — Deductions —,reserve for goods and_ services; 
20(1)(m.1) — Deductions — manufacturer’s warranty .reserve; 
20(1)(m.2) — Deductions — repayment of amount previously in- 
cluded in income;:20(24) — Amounts paid for undertaking future 
obligations; 68 — Allocation of amounts. paid for combination of 
services and property. 


Selected Cases [para. 12(1)(a)]: Foothills Pipe Lines (Yukon) 


_ Ltd. v. The Queen, [1990] 2°C.T.C. 448 (FCA); leave to appeal to 


SCC refused (sub nom. Foothills Pipe Lines (South Yukon) Ltd. v. 
MNR (1991), 134 NR 238 (note) (Special charges made by taxpayer 


S. 12(1)(a) 


responsible for pipeline construction to shippers, to be refunded 
upon completion of the project, were liabilities not income) ; 
Burrard Yarrows Corp. v. The Queen, [1986] 2 C.T.C..313 (FCTD); 
rev'd in part [1988] 2 C.T.C. 90 (FCA) (Progress payments received 
were “earned” amounts; reserve not permitted); Anderson v. MNR, 
(1972) GC T.C. 2318 (TRB) (Advance payment pursuant to Prairie 
Grain Advance Payments Act was income, not interest-free loan). 
Interpretation Bulletins: IT-154R: Special reserves; IT-165R: 
Returnable containers; IT-246: Funeral ‘directors — prepaid funeral 
costs; IT-321R: Insurance agents and brokers — unearned commis- 
sions; IT-457R: Election by professionals to exclude work in pro- 
gress from income. 


Forms: T2124: Statement of business activities. 


(b) amounts receivable — any amount receiv- 
able by the taxpayer in respect of property sold or 
services rendered in the course of a business in 
the year, notwithstanding that the amount or any 
part thereof is not due until a subsequent year, 
unless the method adopted by the taxpayer for 
computing income from the business and ac- 
cepted for the purpose of this Part does not re- 
quire the taxpayer to include any amount receiva- 
ble in computing the taxpayer’s income for a 
taxation year unless it has been received in the 
year, and for the purposes of this paragraph, an 
amount shall be deemed to have become receiva- 
ble in respect of services rendered in the course 
of a business on the day that is the earlier of 


(i) the day on which the account in respect of 
the services was rendered, and 


(11) the day on which the account in respect of 
those services would have been rendered had 
there been no undue delay in rendering the ac- 
count in respect of the services; 


Related Provisions: 12(2) — Rule is for greater certainty only; 
34 — Professional business; 68.— Allocation of amounts in consid- 
eration for disposition of property; 78 — Unpaid amounts; 
138(11.5)(k) — Transfer of business by non-resident insurer. 


Pre-RSC History: Para. 12(1)(b) substituted by 1980-81-82-83, c. 
140, subsec. 4(1), applicable to taxation years one after 1982. 
Para. 12(1)(b) formerly read: 


(b) any amount receivable by the taxpayer in respect of prop- 
erty sold or services. rendered in the course of a business in 
the year, notwithstanding that the amount or any part thereof 
is not due until a subsequent year, unless the method adopted 
by the taxpayer for computing income from the business and 
accepted for the purpose of this Part does not require him to 
include any amount receivable in computing his:income for a 
taxation year unless it has been received in the year; 


Para. 12(1)(b) substituted by 1974-75-76, c. 26, subsec. 4(1), appli- 
cable after November 18, 1974, to substitute “or any part thereof is 
not due” for “may not be receivable”. 


Selected Cases [para. 12(1)(b)]: Stevenson & Hunt Suc 
Brokers Ltd. v. Canada, [1993] 1 C.T.C. 383 (FCTD) (Contingent 
commissions “earned” or “receivable” by insurance broker income 
when amount ascertained); Maritime Telegraph and Telephone Co. 
v. Canada, [1992] 1 C.T.C. 264 (FCA) (Taxpayer not permitted to 
change method of reporting income for tax purposes); West 
Kootenay Power and Light Co. v. Canada, [1992] 1 C:T.C. 15 
(FCA) (In calculating income for tax purposes, taxpayer may use 
different method from that used for accounting purposes); West Hill 
Redevelopment Co. v. MNR, {1991} 2 C.T.C. 83 (FETD) (Taxpayer 
who sold condominiums and took back mortgages at below-market 
interest rates must include full price expressed in sale, not price re- 
duced by difference between face. value of mortgage and lesser mar- 
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ket value); Dominion Construction Co. (Niagara) Ltd. v. MNR, 
[1974] C.T.C. 2006 (TRB) (Holdback taxable in year receivable). 


Interpretation Bulletins: IT-129R: Lawyers’ trust accounts and 
disbursements; IT-170R: Sale of property — when included. in in- 
come computation. 


(c) interest — eulette to Sah cecticns (3) and (5) 
[should be (4.1) —- ed.], any amount received or 
receivable by the taxpayer in the year (depending 
on the method regularly followed by the taxpayer 
in computing the taxpayer’s income). as, on ac- 
count of; in lieu of payment of or in satisfaction 
of, interest to the extent that the interest was not 
included in computing the taxpayer’ s income for 
a preceding taxation year; 


Related Provisions: 12(3) — Accrued interest taxable to corpo- 
ration, partnership and certain trusts; 12(4) — Annual ‘accrual of in- 
terest even if unpaid; 12(4.1) —Impaired debt obligations; 
12(9.1) — Exception for certain interests in prescribed debt. obliga- 
tions; 12.1 — Cash bonus on Canada Savings Bonds; 16 — Income 
and capital combined; 16(3) — Bonds purchased at a discount; 
16(6) — Indexed. debt obligations — amount deemed received as 
interest; 17 — Interest deemed received.on loan to. non-resident; 
18(9.1) — Penalties, bonuses and rate reduction payments; 
20(1)(c) — Deduction for interest paid; 20(14) — Accrued bond in- 
terest; 20(14.1) — Interest on debt obligation; 81(1)(m) — Interest 
on certain obligations exempt; 137(4.1) — Interest deemed received 
on certain reductions of capital by credit union; 142:5(3)(a), (b) — 
Mark-to-market debt obligation; 218 — Loan to wholly-owned sub- 
sidiary; 258(3) — Certain dividends on preferred shares deemed ‘to: 
be interest; 258(5) — Deemed interest on certain shares; Canada- 
U.S. tax treaty, Art. XI — Taxation of interest. 


History: -Para..12(1)(c), amended by 1998, c. 19, sabsec) 71(1), 
applicable: - 


' (a) to‘taxation years that end after September 1997; and 


(b) toa taxpayer’ s taxation years that end after 1995 and before 
October 1997 where the taxpayer files an election in accordance 
with para. 81(11)(b). 


The para. formerly read: 


(c) interest — any amount received or receivable by the tax- 
payer in the year (depending on the method regularly fol- 
~ lowed by the taxpayer in computing the taxpayer’s profit) as, 
on account‘or in lieu of payment of, or in satisfaction of, in- 
terest to the extent that the interest was not included in com- 
puting the taxpayer’s income for a preceding taxation year, 


Pre-RSC History: Para. 12(1)(c) substituted by 1980- 81- 82- 83, 6. 
140, subsec. 4(1), sepa to 1982 et seq. Para. bes) ead 
read: 


(c) any amount received by the taxpayer in the year or receiv- 
able by him in the year (depending upon the method regularly 
followed by the taxpayer in computing his profit) as, on ac- 
count or in lieu of payment of, or in satisfaction of, interest; 


Selected Cases [para. 12(1)(c)]: Shaw (J.M.) v. MNR, {1993} 1 
C.T.C. 221 (FCA), leave to appeal to SCC refused (1993), 158 NR 
399 (note) (Amount paid as “interest” on additional compensation 
awarded for expropriation was interest income, not proceeds of 
disposition); Praxair Canada Inc. v. MNR, [1993] 1 C.T.C, 130 
(FETD) (Creditor accepting shares of debtor in satisfaction of un-) 
paid interest received “amount” equal to market value of shares, not 
par value);:Fisher, E.R., Ltd. v. The Queen, [1986] 2°C.T.G.:114 
(FCTD) (Interest penalty. paid on expropriation was added to, pro- 
ceeds of disposition, and was not a windfall); Miller v.. The Queen, 

[1985] 2 C.T.C. 139 (FCTD) (Interest on'retroactive Salary increase 
not employment income); Freeway Properties Inc. v. The Queen, 

[1985] 1 C.T:C. 222 (FCTD) (Prepaid interest on mortgage includéd 
in year received); Perini Estate v. The Queen, [1982] C.T.C. 74 
(FCA) (Interest on proceeds of disposition, determined retroactively. 


Subdiy. b — Business or, Property 


and paid at later date, taxable); The Queen v. Henuset Bros: Ltd. 
(No. 2),.[1977] C.T.C. 228 (FCTD) (Prepaid interest was income, 
not down payment). ; 


Regulations: 201(1)(b) (information return). 


Interpretation Bulletins: IT-265R3: Payments of income and 
capital combined; IT-396R: Interest income. 


Advance Tax Ruling: ATR-61; Interest accrual rules. 

Forms: T5 Segment; TS Summary: Return of investment income; 

TS Supplementary: Statement of investment income. 
(d) reserve for doubtful debts — any amount 
deducted under paragraph 20(1)(1) as a reserve in 
computing the taxpayer’s income for the immedi- 
ately preceding taxation year; 


Related Provisions: 87(2.2) — Amalgamation of insurance cor- 


porations; 88(1)(g) — Winding-up of subsidiary insurance corpora- 
tions; 138(11.5)(k) — Transfer of business by non-resident insurer; 
138(11.91)(d) — Computation of income for non-resident insurer; 
142.3(1)(c) — Amount deductible in respect of specified debt obli- 
gation; Reg. 2405(3)“gross Canadian life investmént income”(d) — 
Inclusion in life insurer’s income. < 

Pre-RSC History: Para. 12(1)(d) substituted by 1988, c. 55, sub- 
sec. 4(1); applicable to taxation years and fiscal periods commenc- 
ing after June 17, 1987 that end after 1987,\ Para. 12(1)(d) formerly 
read: 


(d)-any. amount deducted as a reserve for doubtful debts in 
computing the taxpayer’s income for the immediately preced- 
ing year; 


Interpretation Bulletins: IT-442R: Bad debts and reserve: for 
doubtful debts. 


(d.1) reserve for guarantees, etc. — any 
amount deducted under paragraph 20( Dd. 1) asa 
reserve in computing the taxpayer’s income for 
the immediately preceding taxation year; 
Pre-RSC History: Para. 12(1)(d.1) added by 1988, c..55, subsec. 


4(1), applicable to taxation years and fiscal periods ee eee af- 
ter June 17, 1987 that end after 1987. 


(e) reserves for certain goods and 
services, etc. — any amount 


(i) deducted under paragraph 20(1)(m) (in- 
cluding any amount substituted by virtue of 
subsection 20(6) for any amount deducted 
under that paragraph), paragraph 20(1)(m.1) 
or subsection 20(7), or 


(11) deducted under paragraph 20(1)(n), 


in computing the taxpayer’s income from a busi- 
ness for the immediately preceding year; 


Related Provisions: 66.2(2)(b)(ii)(B), 66.4(2)(a)(ii)(B) — De- 
ductions for resource expenses; 87(2.2) — Amalgamation of insur- 
ance corporations; 88(1)(g) — Winding-up of subsidiary insurance 
corporations; 138(11.91)(d) —Computation of income of non-resi- 
dent insurer. 


Pre-RSC History: Subpara. 12(1)(e)(i) substituted by 1980-8 1 -82- 
83, c. 140, subsec. 4(2), applicable to 1979 et seg. to add a reference 
to “paragraph 20(1)(m.1)”. 

Subpara. 12(1)(e)(i) substituted by 1973-74, c. 14, s. 2, applicable 
to 1972 et seq. 


Selected Cases [para. 12(1)(e)]: Regina Shoppers Mall Ltd. v. 
Canada, [1991] 1 C.T.C. 297 (FCA) (Taxpayer entitled to file re- 
turn inconsistent with Minister’s assessment for previous year); 
Sears Canada Inc. v. Canada, {1989] 1 C.T.C. 127 (FCA); leave to 
appeal to SCC refused (sub nom. Sears Canada Inc. v. MNR) 
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(1989), 100 NR. 160-(note) (Reserve improperly deducted neverthe- 
less required to, be included. in subsequent year). 


Interpretation Bulletins: IT-73R5: The small business deduc- 
Ow, IT-154R: Special reserves. 


(e. 1"): negative reserves — where the taxpayer 
is an insurer, the amount presenbeds in respect of 
the insurer for the year; 
Related Provisions: 20(22)— Deduction in following year; 
87(2.2) — Amalgamation of insurance corporations; 88(1)(g)(i)— 
Windup of subsidiary insurance corporation; 138(11.5)G.1) — 
Transfer of business by non-resident insurer; 138(11.91)(d.1)Gi) — 
Computation of income for non-resident insurer. 


History; Para. 12(1)(e.1) added by. 1997,.c. 25, subsec. 2(1); appli- 
cable to. 1996 et seq. 


Regulations: 1400(2) (anoint prescribed). 


(f) insurance proceeds expended — such 
part of any amount payable to the taxpayer as 
compensation for damage to, or under a policy of 
insurance in respect of damage to, property that is 
depreciable property of the taxpayer as has been 
expended by the taxpayer 

(1) within the year, and 

(i1) within a reasonable time after the damage, 


_on repairing the damage: 


Related Provisions: 13(21)“proceeds of disposition”(ch== De- 
preciable property — proceeds of disposition. 


(g) payments based on production or 
use — any amount received by the taxpayer in 
the year that was dependent on the use of or pro- 
duction from property..whether or not that amount 
was an instalment of. the sale price of the prop- 
erty, except that:an, instalment of the sale price of 
agricultural land. is not included by virtue of this 
paragraph; 
Selected Cases [para. 12(1)(g)]: Lackie v. The. Queen,,.[1979] 
C.T.C. 389 (FCA) (Proceeds from sale of gravel, paid in yearly in- 
stalments, was income from property); MNR v. Bartlett, [1972] 
C.T:C. 333-(FCA) (No special prospector treatment for vendor of 
mining rights on terms varying with production); Mel-Bar Ranches 
Ltd..v. MNR (No. 2); [4989] 1.C.T.C. 360 (FCTD) (Sale. of timber 
cut to clear land for grazing’ not: income from business). 


Interpretation Bulletins: [T-423: Sale of sand, gravel or topsoil; 
IT-426: Shares sold subject to an earnout agreement; IT-462: Pay- 
ment based on production ‘or use. 


(g.1) proceeds of disposition of right to 
receive production — any proceeds of dispo- 
sition to which subsection 18.1(6) applies; 
History: Para. 12(1)(g.1) added by 1998, c. 19, subsec. 71(2), ap- 
plicable to dispositions that occur after November 17, 1996. 
(h) previous reserve for quadrennial sur- 
vey — any amount deducted ‘as a reserve under 
paragraph 20(1)(0) in computing the taxpayer’s 
income for the immediately preceding year; 


(i) bad. debts recovered — any amount, other 
than an amount referred to in paragraph (i.1), re- 
ceived in the year on account of a debt or a loan 
or lending asset in respect of which a deduction 
for bad debts or uncollectable loans or lending as- 
sets had been made in computing the taxpayer’s 
income for a preceding taxation year; 


S. 12( (i) 


Related Provisions: 12.4 — Bad debt inclusion; 20(1)(p) — Bad 
debts; 22(1) — Sale of accounts receivable; 26(3) — Banks — 
write-offs and recoveries; 87(2.2) — Amalgamation of insurance 
corporations; 88(1)(g) — Winding-up of subsidiary insurance cor- 
porations; 111(5.3)—-Doubtful debts and _ bad debts; 
138(11.5)(k) — Transfer of business by non-resident insurer; 
142.3(1)(c), (g) — Amount deductible in respect of specified debt 
obligation; 142.5(8)(d)Gv) — First deemed disposition of mark-to- 
market debt obligation. 
Pre-RSC History: Para. 12(1)(i) substituted by 1988, c. 55, sub- 
sec. 4(2), applicable after June 17, 1987. Para. 12(1)(). formerly 
read: 

(i) bad debts recovered — any amount received in the year 

on account of a debt in respect of which a deduction for bad 

debts had been made in computing the taxpayer’s income for 

a previous year; 


Interpretation Bulletins: IT-109R2: Unpaid amounts; IT-220R2: 
CCA — proceeds of disposition of depreciable property; IT-302R3: 
Losses of a corporation — the effect that acquisitions of control, 
amalgamations, and windings-up have on their deductibility — after 
January 15, 1987; IT-442R: Bad debts and reserve for doubtful 
debts. 


(i.1) idem — where an amount is received in the 
year on account of a debt in respect of which a 
deduction for bad debts under subsection 20(4.2) 
was made in computing the taxpayer’s income 
for a preceding taxation year, that proportion of 
4/4 of the amount that 


(i) the amount that was deducted under sub- 
section 20(4.2) in respect of that debt 


is of 
(ii) the total of the amount that was so de- 


ducted under subsection 20(4.2) and the 


amount that was deemed to be an allowable 
capital loss under subsection 20(4.2) in re- 
spect of the debt; 


Related Provisions: 39(11) — Bad debt recovery; 89(1)capital 
dividend account’(c) — Capital dividend account. 


Pre-RSC History: Para. 12(1)(i.1) added by 1988, c. 55, subsec. 
4(2), applicable after June 17, 1987 except that 


(a) in the case of a corporation, in respect of an amount re- 
ceived on account of a debt which arose as a result of a disposi- 
tion of property occurring in a taxation year commencing 
before July, 1988, and 


(b) in any other case, in respect of an amount received on ac- 
count of a debt which arose as a result of a disposition of prop- 
erty occurring in a fiscal period commencing before 1988, 


the reference to “/s” in para. 12(1)(i.1) shall be read as a reference 
tor “tbe. 


Interpretation Bulletins: IT-442R: Bad debts and reserve for 
doubtful debts. 


(j) dividends from resident corpora- 
tions — any amount required by subdivision h 
to be included in computing the taxpayer’s in- 
come for the year in respect of a dividend paid by 
a corporation resident in Canada on a share of its 
capital stock; 


Related Provisions: 82(1)— Taxable dividends received; 84, 
84.1(1)(b) — Deemed dividends. 


Interpretation Bulletins: IT-67R3: Taxable dividends from cor- 
porations resident in Canada; IT-269R3: Part IV tax on taxable divi- 
dends received by a private corporation or a subject corporation. 
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Advance Tax Ruling: ATR-15: Employee stock option plan. 


(k) dividends from other corporations — 
any amount required by subdivision i to be in- 
cluded in computing the taxpayer’s income for 
the year in respect of a dividend paid by a corpo- 
ration not resident in Canada on a share of its 
capital stock or in respect of a share owned by the 
taxpayer of the capital stock of a foreign affiliate 
of the taxpayer; 

Related Provisions: 90 — Dividends received from non-resident 


corporation; 258(3) — Certain dividends on preferred shares 
deemed to be interest; 258(5) — Deemed interest on certain shares. 


Selected Cases [para. 12(1)(k)]: Terrador Investments Ltd. v. 
Canada, [1995] 2 C.T.C. 2260 (TCC) (Election under subsection 
93(1) did not change character of what was received). 


Interpretation Bulletins: IT-269R3: Part IV tax on taxable divi- 
dends received by a private corporation or a subject corporation. 


(1) partnership income — any amount that is, 
by virtue of subdivision j, income of the taxpayer 
for the year from a business or property; 


Related Provisions: 96(1)(c)(ii) — Partner taxed on share of 
partnership’s income from business or property. 


Selected Cases [para. 12(1)(I)]: Cornforth v. The Queen, [1982] 
C.T.C. 45 (FCTD) (All income from business with wife assessed to 
taxpayer where partnership requirements not met). 


Interpretation Bulletins: IT-278R2: Death of a partner or of a 
retired partner. 


Forms: T2032: Statement of professional activities. 


(m) benefits from trusts — any amount re- 
quired by subdivision k or subsection 132.1(1) to 
be included in computing the taxpayer’s income 
for the year, except 


(1) any amount deemed by that subdivision to 
be a taxable capital gain of the taxpayer, and 


(1) any amount paid or payable to the tax- 

payer out of or under an RCA trust (within the 

meaning assigned by subsection 207.5(1)); 
Related Provisions: 12(1)(n.3) — Retirement compensation ar- 
rangement — refund of contributions; 56(1)(x), (z) — Retirement 


compensation arrangement; 104(13), (14) — Income from trusts; 
208 — Tax payable by exempt person. 


History: The opening words of para. 12(1)(m) substituted by 1994, 
c. 21, subsec. 6(1), applicable to 1988 et seg. The opening words 
formerly read: 
(m) benefits from trusts — any amount required by subdivi- 
sion k to be included in computing the income of the taxpayer 
for the year, except 


Pre-RSC History: Para. 12(1)(m) substituted by. 1987, c. 46, sub- 
sec. 3(1), applicable after October 8, 1986. Para. 12(1)(m) fomperly 
read: 


(m) benefits from estates, etc. —.any amount required by 
subdivision k to be included in computing the income of the 
taxpayer for the year except any amount deemed by that sub- 
division to be a taxable capital gain of the taxpayer; 


(n) employees profit sharing plan — any 
amount received by the taxpayer in the year out 
of or under 


(i) an employees profit sharing plan, or 
(ii) an employee trust 


Subdiv. b -—~ Business or Property 


established for the benefit of employees of the 

taxpayer or of a person with whom the taxpayer 

does not deal at arm’s length; 
Related Provisions: 6(1)(a) — Inclusions — value of beneiits, 
6(1)(d) — Inclusions — allocations etc. under profit sharing plan; 
6(1)(g) — Inclusions — employee benefit plan _ benefits; 
20(1)(w) — Deduction to employer; 32.1 -——Employee benefit plan 
deductions; 107.1 — Distribution by employee trust or employee 
benefit plan; ‘144(1) — “Employees profit sharing plan” estes 
144(6), (7) — Beneficiary’s’ receipts. 


Interpretation Bulletins: IT-502: Employee benefit plans and 
employee trusts. 


(n.1) employee benefit plan — the amount, if 
any, by which the total of amounts received by 
the taxpayer in the year out of or under an em- 
ployee benefit plan to which the taxpayer. has 
contributed as.an employer (other than amounts 
included in the income of the taxpayer by virtue 


of paragraph (m)) exceeds the amount, if any, Py | 


- which the total of.all amounts .. . 
(i) so contributed by the taxpayer to the plan, 
or ? eh aed re 
(ii) included in computing the taxpayer’s in- 
come for any, preceding taxation year by vir- 
tue of this. paragraph 


exceeds the total of all amounts 


(iii) deducted by the taxpayer in respect of the 
taxpayer’s contributions to the plan in com- 
puting the taxpayer’s income for the year or 
any preceding taxation year, Or, 


(iv) received by the taxpayer out of or under 
the plan in any, preceding taxation year (other 


than an amount included in the taxpayer’s in- — 


come by virtue of paragraph (m)); 
Related Provisions: 6(1)(a) — Inclusions — value of benefits; 
6(1)(g) — Employee benefit plan benefits; 6¢10) — Contributions 
to an employee benefit plan; 18(1)(0)—No deduction for em- 
ployee benefit plan contributions; 32,1 — Employee benefit plan 
deductions; 87(2)G.3) — Amalgamation — continuation of corpora- 


tion; 107.1 — Distribution by employee trust or employee benefit | 


plan. 


Pre-RSC History: Para. 12(1)(n.1) substituted by 1980- 81-82-83, 
c. 140, subsec. 4(3), applicable to 1980 er seq. 


Paras. 12(1)(n) substituted, (n.1) added by 1980-81-82-83, c. 48, 
subsec. 4(1), applicable in respect of amounts received after 1979. 
Para. 12(1)(n) formerly read: 


(n) any amount received by the taxpayer in the year under an 
employees profit sharing plan established for the benefit of 
employees of the taxpayer or of a corporation with whom the 
taxpayer does not deal at arm’s length; 


Interpretation Bulletins: [T-502: Employee benefit plans and | 


PDPIRUSE trusts. 


(n.2) forfeited edlary Holurral amounts — 
where deferred amounts under a salary deferral 
arrangement in respect of another person have 
been deducted under paragraph 20(1)(00) in com- 
puting the taxpayer’s income for preceding taxa- 
tion years, any amount in respect of the deferred 
amounts that was deductible under paragraph 
8(1)(o) in computing the income of the: person for 
a taxation year ending in the year; 
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Related Provisions: 6(1)(a) — Inclusions — value of benefits; 
6(1)G)— Salary. deferral arrangement payments; 6(11) — Salary 
deferral arrangement; 87(2)(j.3) = Amalgamations — continuing 
corporation. 


Pre-RSC History: Para. 12(1)(n.2) added by 1986, c. 55, subsec. 
3(1), applicable to 1986 et seq. 


(n.3) retirement compensation arrange- 
ment — the total of all amounts received by the 
taxpayer in the year in the course of a business 
-out of or under a retirement compensation ar- 
rangement to which the taxpayer, another person 
who carried on a business that was acquired by 
the taxpayer, or any person with whom the tax- 
payer or that other person does not deal at arm’s 
length, has contributed an amount that was de- 
ductible under paragraph 20(1)(r) in computing 
the contributor’s income for a taxation year; 
Related Provisions: 56(1)(x)-(z) — Employee’s income inclu- 
sion — amounts received from RCA; 87(2)qg.3) — Amalgama- 


tion — continuing corporation; 207.5—207.7 — Taxi in respect of re- 
tirement ‘compensation arrangements. 


Pre-RSC History: Para. 12(1)(n. 3) added by 1987, c: 46, subsec. 
3(2), applicable after October 8; 1986. i 


Forms: T4A-RCA Supp: Statement of amounts paid. 


(0) royalties, etc. — any amount (other than an 

amount referred to in paragraph 18(1)(m), paid or 

payable by the taxpayer, or a prescribed, amount) 

that, because of an obligation imposed by statute 

ora contractual obligation substituted for an obli- 
gation imposed’ by statute, ‘became receivable in 
the year by 


(i) Her Majesty in right of. Canada or a 
province, 


(ii) an agent of Her wiajeety in right of Canada 
or 'a province, or 


(iii) a corporation, commission or association 
that is controlled by. Her Majesty in right of 
Canada or.a province or by an agent of Her 
Majesty in right of Canada or a province 


as a royalty, tax (other than a tax or portion of a 
tax that can reasonably be considered to be a mu- 
nicipal or school tax), lease rental. or bonus or as 
an amount, however described, that can reasona- 
bly be regarded as being in lieu of any such 
amount, or in respect of the, late receipt or non- 
receipt of any such amount, and that can reasona- 
bly be regarded as being in relation to 


(iv) the acquisition, development or owner- 
ship of a Canadian resource property of the 
taxpayer in respect of which the obligation 
imposed by statute or the contractual obliga- 
tion, as the case may be, applied, or 


(v) the production in Canada 


(A) of petroleum, natural gas or related hy- 
drocarbons from a natural accumulation of 
petroleum or natural gas.(other than a min- 
eral resource) located in Canada or from 
an oil or gas well located in Canada, 


S. 12(1)(0)(v)(B) 


(B) of sulphur from a natural accumulation 
of petroleum or natural gas located in Can- 
ada, from an oil or gas well located in Can- 
ada or from a mineral resource located J in 
Canada, 


(C) to any stage that is not beyond the 
prime metal stage or its equivalent, of 
metal, minerals (other than iron or petro- 
leum or related hydrocarbons) or coal from 
a mineral resource located in Canada, 


(D) to any stage that is not beyond the pel- 
let stage or its equivalent, of iron from a 
mineral resource located in Canada, or 


(E) to any stage that is not beyond the 
crude oil stage or its equivalent, of petro- 
leum or related hydrocarbons from tar 
sands from a mineral resource located in 
Canada, ; 


in respect of which the taxpayer had an inter- 
est to which the obligation imposed by statute 
or the contractual obligation, as the case may 
be, applied; 


Related Provisions: 18(1)(m) — Deductions — limitations — 
royalties; 65 — Allowance for oil or gas well, mine or timber limit; 
66 — Exploration and development expenses of principal-business 
corporations; 69(6), (7) — Unreasonable consideration; 80.2 — Re- 
imbursement by taxpayers; 104(29) — Amounts deemed to be pay- 
able to beneficiaries; 208 — Tax on certain royalties payable by 
tax-exempt person; 219(1)(k) — Reduction in branch tax;. Interpre- 
tation Act 8(2.1), (2.2) — Application to exclusive economic zone 
and continental shelf. 


History: The portion of para. 12(1)(0) after subpara. (iii) amended 
by 1997, c. 25, subsec. 2(2), applicable to taxation years that begin 
after 1996. That. portion formerly read: 


as a royalty, tax (other than a tax or portion thereof that may 
reasonably be considered to be a municipal or school tax), 
lease rental or bonus or as an amount, however described, 
that may reasonably be regarded as being in lieu of any such 
amount, and that may reasonably be regarded as being in rela- 
tion to 


(iv) the acquisition, development or ownership of a Cana- 
dian resource property, or 


(v) the production in Canada 


(A) of petroleum, natural gas or related hydrocarbons 
from a natural accumulation of petroleum or natural 
gas (other than a mineral resource) or from an oil or 
gas well, 


(B) to any stage that is not beyond the prime metal 
stage or its equivalent, of metal, minerals (other than 
iron or petroleum or related hydrocarbons) or coal 
from a mineral resource, 


(C) to any stage that is not beyond the pellet stage or 
its equivalent, of iron from a mineral resource, or 


(D) to any stage that is not beyond the crude oil stage 
or its equivalent, of petroleum or related hydrocar- 
bons from tar sands from a mineral resource, 


situated on property in Canada in which the taxpayer had 
an interest with respect to which the obligation imposed 
by statute or the contractual obligation, as the case may 
be, applied; 
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Cl. 12(1)(0)(v)(B) substituted by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 7(1), applicable with respect to amounts that become receiv- 
able after July 13, 1990. That cl. formerly read: 


(B) to any stage that is not beyond the prime metal stage or its 
equivalent, of metal or minerals (other than iron or petroleum 
or related hydrocarbons) from a mineral resource, 


Pre-RSC History: Subpara. 12(1)(0)(iii) amended by 1988, c. 55, 
subsec. 4(3), to substitute “controlled by Her Majesty” for “con- 
trolled, directly or indirectly in any manner whatever, by Her Maj- 
esty”, applicable to taxation years commencing after 1988. 


Cl. 12(1)(0)(v)(A) amended to add “from. a-natural accumulation of 
petroleum or natural gas (other than a mineral resource) or’, by 
1986, c. 6, subsec. 6(1), applicable with respect to amounts that be- 
come receivable after March, 1985. 


Subpara. 12(1)(0)(iv) substituted by 1985, c. 45, subsec. 5(1), appli- 
cable to taxation years commencing after 1984. Subpara. (iv) for- 
merly read: 


(iv) the acquisition, development or ownership of a Canadian 
resource property or a property that would have been a Cana- 
dian resource property if it had been acquired after 1971, or 


Subpara. 12(1)(0)(v) substituted to amend that portion ending with 
cl. (B) and to add cls. (C) and (D),.by 1985, c. 45, subsec. 5(2), 
applicable with respect to amounts receivable after 1984. Subpara. 
(v) to the end of cl. (B) formerly read: 


(v) the production in Canada of 


(A) petroleum, natural gas or related hydrocarbons from 
a mineral resource or an oil or gas well, or 


(B) metal or minerals, to any stage that is not beyond the 
prime metal stage or its equivalent, from a mineral 
resource 


All that portion of subpara. 12(1)(0)(v) following cl. (B) substituted 
by 1984, c. 1, subsec. 5(1), applicable with respect to amounts that 
became receivable after April 19, 1983 in FeRUEE! of any period after 
that date. That portion formerly read: 


situated on property in Canada in which the taxpayer had an 
interest (including a‘right to take or remove petroleum, natu- 
ral gas, related hydrocarbons, metal or minerals); 


Subpara. 12(1)(0)(v) substituted by 1980-81-82-83, c. 140, subsec. 
4(4), applicable to amounts receivable after December 31, 1982. 
Subpara. (v) formerly read: 


(v) the production in Canada of 
(A) petroleum, natural gas or related hydrocarbons, or 


(B) metal or minerals to any stage that is not beyond the 
prime metal stage or its equivalent 


from an oil or gas well or mineral resource situated on. prop- 
erty in Canada from which the taxpayer had, at the time of 
such production, a right to take or remove petroleum, natural 
gas or related hydrocarbons or a right to take or remove metal 
or minerals; 


All that portion of para. 12(1)(o) preceding subpara. (i) substituted 
by 1977-78, c. 1, s. 5, applicable in respect of amounts that became 
receivable after May 6, 1974 in respect of the period after that date. 


All that portion of para. 12(1)(o) following subpara. (iii) substituted 
by 1976-77, c. 4, s. 2, applicable with respect to amounts described 
in para. 12(1)(0) that are receivable, and with respect to the fair 
market value of property referred to therein that is receivable, after 
May 25, 1976. That.portion formerly read: 


as a royalty or an equivalent amount, tax. (other than a tax or 
portion thereof that may reasonably be considered to be.a mu- 
nicipal or school tax levied for the purpose of providing ser- 
vices in the immediate area of the property of the taxpayer), 
rental, bonus, levy or otherwise or as an amount, however de- 
scribed, that may reasonably be regarded as being in lieu of a 
royalty or an equivalent amount, tax, rental, bonus, levy or 
other amount (whether such royalty or equivalent amount, 
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tax, rental, bonus, levy or other amount is receivable pursuant 
to any other Act or a contract) that may reasonably: be re- 
garded as being in relation to 


(iv) the acquisition, development or ownership by a tax- 
payer of a Canadian resource property or a property that 
would have been a Canadian resource property if it had 
been acquired after 1971, or 


(v) the production in Canada of 


(A) petroleum, natural gas or related hydrocarbons, 
or 


(B) metal or industrial minerals to any stage that is 
not beyond the prime metal stage or its equivalent 


from an oil or gas well or mineral resource situated on 
property in Canada from which the taxpayer had, at the 
time of such production, a right to take or remove petro- 
leum, natural gas or related hydrocarbons or a right to 
take or remove metal. or industrial minerals. 


Para. 12(1)(0) added by 1974-75-76, c. 26, subsec. 4(2), applicable 
in respect of amounts that become receivable and in respect of the 
fair, market value of property that becomes receivable, in respect of 
the period, after May 6, 1974, except that in respect of amounts or 
property that becomes receivable in respect of the period from May 
6, 1974 to November 18, 1974 the para. shall be read as follows: 


(0) any amount (other than an amount, referred to in para- 
graph 18(1)(m), paid or payable by the taxpayer) receivable 
in the year or the fair market value of any property receivable 
(other than an amount or property receivable by Her Majesty 
in right of Canada for the use and benefit of a band or bands 
as defined in the /ndian Act) in the year by 


(i) Her Majesty in right of Canada or a province,,. 


(ii) an agent of Her Majesty in right of Canada or a prov- 
ince, Or. 


(111) a corporation, commission or association that is. con- 
trolled, directly or indirectly in any manner whatever, by 
Her Majesty in right of Canada or a province or by an 
agent of Her Majesty in right of Canada or a province 


_ as a royalty or an equivalent amount, tax, rental, levy or oth- 
erwise Or as an amount, however described, that may reasona- 
bly be regarded as being in lieu of a royalty or an equivalent 
amount, tax, rental, levy or other amount (whether such roy- 
_alty or equivalent amount, tax, rental, levy or other amount is 
receivable pursuant to any other Act or a contract) that may 
reasonably be regarded as attributable to the production in 
Canada of 


(iv) petroleum, natural gas or related hydrocarbons, or 


(v) metal or industrial minerals to any stage that is not 
beyond the prime metal stage or its equivalent 


from an oil or gas well or mineral resource situated on prop- 
erty in Canada from which the taxpayer had, at the time of 
such production, a right to take or remove petroleum, natural 
gas or related hydrocarbons or a right to take or remove metal 
or industrial minerals. 


Selected Cases [para. 12(1)(0)]: French Shoes Ltd. v. The 
Queen, [1986] 2 C.T.C. 132 (FCTD) (Tenant inducement paid to 
franchise included in income); Midwest Oil Production Ltd. v. The 
Queen, [1983] C.T.C. 338 (FCA) (Royalty was “amount receivable” 
despite interposition of marketing board). 


Regulations: 1211 (prescribed amount). 


Remission Orders: Syncrude Remission Order, P.C. 1976-1026 
(remission of tax on royalties etc. relating to the Syncrude Project). 


Interpretation Bulletins: IT-438R2: Crown charges — resource 
properties in Canada. 


St 


S. 12(1)(s) 


Information Circulars: 86-3: Alberta Royalty Tax Credit — 
Individuals. 


(p) certain payments to farmers — any 
amount received by the taxpayer in the year as a 
stabilization payment, or as a refund of a-levy, 
under the Western Grain Stabilization Act or as a 
payment, or a refund of a premium, in respect of 
the gross revenue insurance program established 
under the Farm Income Protection Act; 


Related Provisions: 20(1)(ff) — Deductions — payments by 
farmers. 


History: Para. 12(1)(p) substituted by 1994, c. 7, Sch. VIII (1993, 
c. 24), subsec. 3(1), applicable to 1991 et seg. Para. 12(1)(p) for- 
merly read: 


(p) any amount received by the taxpayer as a stabilization 
payment or as a refund of levy under the Western Grain Sta- 
bilization Act; 
Pre-RSC History: Para. 12(1)(p) added by 1974-75-76, c. 87, s. 
47, proclaimed in force from April 1, 1976. 
Regulations: 234— 236 (information slips for farm. support 
payments). 


Remission Orders: Farmers’ Income Taxes Remission Order, 
P.C. 1993-1647 (remission of tax on certain income under 12(1)(p) 
for 1992, where taxpayer repays insurance payments in later year). 


(q) employment tax deduction — any 
amount deducted under subsection 127(13) or 
(14) of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952, by the tax- 
payer for the year; 

Pre-RSC History: Para. 12(1)(q) substituted by 1979, c. 5, s. 3, 


applicable to taxation years ending after November 16, 1978. Para. 
12(1)(q) formerly read: 


(q) employment tax credit — any amount deducted under 
subsection 127(13) in computing the tax otherwise payable 
by the taxpayer under this Part for the year. 


Para. 12(1)(q) added by 1977-78, 'c: 4,:s..1. 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


(r) inventory adjustment — the total of all 
amounts each of which, in respect of a property 
described in the taxpayer’s inventory at the end 
of the year and valued at its cost amount to the 
taxpayer for the purposes of computing the tax- 
payer’s income for the year, is an allowance in 
respect of depreciation, obsolescence or depletion 
included in that cost amount; 
Related Provisions: 20(1)(ii) — Deductions — inventory adjust- 
ment; 87(2)G.1) — Amalgamations — inventory adjustment. 
Pre-RSC History: Para. 12(1)(r) added by 1979, c. 5;s. 3, applica- 
ble to taxation years ending after November 16, 1978. 
(s) reinsurance commission — the. total of 
all amounts each of which is the maximum 
amount that an insurer may claim in the year in 
respect of a reserve for a reinsurance commission 
for a policy as allowed by regulations made under 
paragraph 20(7)(c) in respect of a risk the reinsur- 
ance of which is assumed by the taxpayer; 
Related Provisions: 20(1)(jj) — Reinsurance commission — de- 
duction; 87(2.2) —Amalgamation of insurance corporations; 
88(1)(g) — winding-up of subsidiary insurance corporations; 
138(11.5)(k) — Transfer of business by non-resident insurer. 


S. 12(1)(s)_ 


Pre-RSC History: Para. 12(1)(s) added by 1980-8 1-82-83, c. 48, 
subsec. 4(2), applicable to 1980 et seq. 


(t) investment tax credit— the amount de- 
ducted under subsection 127(5) or (6) in respect 
of a property acquired or an expenditure made in 
a preceding taxation year in computing the tax- 
payer’s tax payable for a preceding taxation year 
to the extent that it was not included in comput- 
ing the taxpayer’s income for a preceding taxa- 
tion year under this paragraph or is not included 
in an amount determined under paragraph 
~13(7.1)(e) or 37(1)(e), subparagraph 53(2)(c)(vi) 
or (h)(ii) or for I in the definition “undepreciated 
capital cost” in subsection 13(21) or L in the defi- 
nition “cumulative Canadian exploration ex- 
pense” in subsection 66.1(6); 
Related Provisions: 70(1) — Death of a taxpayer; 87(2)(j.6) — 
Amalgamations — continuing corporation; 88(2)(c) — Winding-up 
of a Canadian corporation. 


Pre-RSC History: Para. 12(1)(t) substituted by 1988, c. 55, sub- 
sec. 4(4), applicable to 1988 et seg. Para. 12(1)(t) formerly read: 


(t) investment tax credit — the amount deducted under sub; 
section 127(5) or (6) in computing the taxpayer’s tax payable 
for the year to the extent that it is not included in an amount 
determined under paragraph 13(7.1)(e), subparagraph 13(21) 
(f)(vii),. paragraph .37(1)(€) or subparagraph sein Rardin 
53(2)(h)(i1) or 66.1(6)(b)(x1); 


Para. 12(1)(t) amended by 1986, c. 55, subsec: 3(2), to substitute 
“13(7.1)(e), subparagraph 13(21)(f)(vii), paragraph 37(1)(e) or sub- 
paragraph 53(2)(c)(vi), .53(2)(h)Gi) or. 66.1(6)(b)(x1)”. for 
“13(7.1)(e) or 37(1)(e) or subparagraph 13(21)(f)(vii), 53(2) (c)(vi) 
or 53(2)(h)(i)”, applicable after November 30, 1985. 


Para. 12(1)(t) substituted by 1980-81-82-83, c..140, subsec. 4(5), 
applicable to 1982 et seq:, to add “‘53(2)(c)(vi) or 53(2)(h)(ii)”. 


Para. 12(1)(t) added by 1980-81-82-83, c. 48, subsec. 4(2), applica- 
ble to taxation years ending after December 11, 1979. 


Interpretation Bulletins: IT-210R2: Income of deceased’ pér- — 


sons — periodic payments and investment tax credit. 


Information Circulars: 78-4R3: Investment tax credit rates. 


(u) home insulation or energy conversion | 


grants — the amount of any grant received by 
the taxpayer in the year under a prescribed pro- 
gram of the Government of Canada relating to 
home insulation or energy conversion in respect 
of a property used by the taxpayer principally for 
the purpose of gaining or producing income from 
a business or property; 


Related Provisions: 13(7.1) — Deemed capital cost of certain 
property; 53(1)(k).— Adjustments to cost base; 56(1)(s) — 
Amounts to be included in income for year — grants under pre- 
scribed programs. 


Pre-RSC History: Para. 12(1)(u) added by 1980-81-82-83, c. 48, 
subsec. 4(2), applicable to 1981 et seq. 


Regulations: 224 (information return); 5500, 5501 (prescribed 
program). 
(v) research and development deduc- 
tions — the amount, if any, by which the total of 
amounts determined at the end of the year in re- 
spect of the taxpayer under paragraphs 37(1)(d) 
to (h) exceeds the total of amounts determined at 
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the end of the year in respect of the taxpayer 
under paragraphs 37(1)(a) to (c.1); 
Pre-RSC History: Para. 12(1)(v) amended by 1987, c. 46, subsec. 
3(3), to substitute “paragraphs 37(1)(d) to (h)” for “paragraphs 
37(1)(d) to (g)”, applicable to taxation years ending after January 
15, 1987. 


The expression “scientific researc) and experimental development” 
substituted for “scientific research” by 1986, c. 6, subsec. 15(3), ap- 
plicable with respect to taxation years ending after May 23, 1985. 


Para. 12(1)(v) substituted by 1984, c. 45, subsec. 5(1), to substitute 
“(g)” for “(f)”, applicable to 1984 et seq. 


Para. 12(1)(v) added by 1980-81-82-83, c. 48, subsec. 4(2), applica- 
ble to taxation years-ending after January 12; 1981. 


Interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures. — 


(w) subsec. 80.4(1) benefit — where the tax- 
payer is a corporation that carried on a personal 
services business at any time in the year or a pre- 
ceding taxation year, the amount deemed by sub- 
section 80.4(1) to be a benefit received by it in 
the year from carrying on a personal services 
business; 


Pre-RSC History: Para. 12(1)(w) substituted by 1984, c..45, sub- 
sec;.5(2),. to substitute “125(7)(d)”. for. 12508 1)”, applicable to 
1985 et: seq. 


Para. 12(1)(w) added by 1980-81-82-83, c. 140, 5 Selbedl 4(6), appli- 
cable to taxation years commencing after November 12, 1981. 


Interpretation Bulletins: IT-421R2: Benefits to individuals, cor- 
porations and shareholders from loans or debt. 


(x) inducement, reimbursement, etc. — any 
particular amount (other than ’a. prescribed 
amount) received by the taxpayer in the year, in 
the course of earning income from a business or 
property, from 31 


(i) a. person (in this paragraph referred, to as 
the “‘payer’) who pays the particular amount 
in the course of earning income from a busi- 
“ness'or property or in order to achieve a bene- 
fit or advantage for the payer or for persons 
with whom the payer does not deal at arm’s 
length, or 


(i1) a government, municipality or other public 
authority, 


where the particular amount. can eisreeBtt be 
considered to have been received 


(iii) as. an inducement, whether as. a grant, 
subsidy, forgivable loan, deduction from tax, 
allowance or any other form of inducement, or 


(iv) as a refund, reimbursement, contribution 
or allowance or as assistance, whether as a 
‘grant, subsidy, forgivable loan, deduction 
from tax, allowance or any other form of as- 
sistance, in respect of 


(A) an amount included in, or deducted as, 
the cost of property, or 


(B) an outlay or expense, | 
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Selected Cases [subpara. 12(1)(x)(iv)]: Canada Safeway Ltd. 
v. R., [1998] 1 C.T.C. 120 (FCA) (“Reimbursement” does not in- 
clude refund of tax). 


to the extent that the particular amount 


(v) was not otherwise included in computing 
the taxpayer’s income, or deducted in comput- 
ing, for the purposes of this Act, any balance 
of undeducted outlays, expenses or other 
amounts, for the year or a preceding taxation 
year, 


(vi) except as provided by _ subsection 
127(11.1), (11.5). or (11.6), does not reduce, 
for the purpose of an assessment made or that 
may be made under this Act, the cost or capi- 
tal cost of the property or the amount of the 
outlay or expense, as the case may be, 


(vii) does not reduce, under subsection (2.2) 
or 13(7.4) or paragraph 53(2)(s), the cost or 
capital cost of the property or the amount of 
the outlay or expense, as the case may be, and 


(viii) may not reasonably be considered to be 
a payment made in respect of the acquisition 
by the payer or the public authority of an in- 
terest in the taxpayer or the taxpayer’s busi- 
ness or property; 


Related Provisions: 12(2.1) — Receipt of inducement, reim- 
bursement, etc.; 12(2.2) — Election to exclude amount from in- 
come; 13(7.4)— Deemed capital cost of certain property; 
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20(1)(hh) — Repayments of inducements, etc.; 53(2)(k) — Reduc- 
tion in adjusted cost base — assistance; 80(1)“excluded obliga- 
tion’’(a)(i) — Debt forgiveness rules do not apply where amount in- 
cluded or would be included under 12(1)(x) in debtor’s income; 
53(2.1) — Election; 80.2 — Reimbursement by’ taxpayer; 
87(2)G.6) — Amalgamations — continuing corporation; 
125.4(5) — Canadian film/video credit is deemed to be assistance; 
125.5(5) — Film/video production services credit is deemed to ‘be 
assistance; 126.1(12) — Prepayment of UI premium tax credit; 
127(9) — Meaning of “non-government assistance” for ITC pur- 
poses; 127(18) — Reduction of qualified expenditures for ITC to 
reflect assistance; 248(16)—(18) — Goods and services tax — input 
tax credit and rebate. 


History: The portion of para. 12(1)(x) before subpara. (vii) 
amended by 1998, c. 19, subsec. 71(3), applicable to amounts re- 
ceived after 1990 except that, for taxation years that began before 
1996, subpara. 12(1)(x)(vi) shall be read without reference to 


~ “(11.5) or (11.6),”. That portion formerly read: 


(x) inducement, reimbursement, etc. — any amount (other 
than a prescribed amount) received by the taxpayer in the 
year, in the course of earning income from a business or 
property, from 


(i) a person who pays the amount (in this paragraph re- 
ferred to as “the payer’) in the course of earning income 
from a business or property or in order to achieve a bene- 
fit or advantage for the payer or for persons with whom 
the payer does not deal at arm’s length, or 


(41) a government, municipality or other public authority 


where the amount can reasonably be considered to have been 
received 


(111) as an inducement, whether as a grant, subsidy, for- 
givable loan, deduction from tax, allowance or any other 
form of inducement, or 


(iv) as a reimbursement, contribution or allowance or as 
assistance, whether as a grant, subsidy, forgivable loan, 
deduction from tax, allowance or any other form of assis- 
tance, in respect of the cost of property or in respect of an 
outlay or expense 


to the extent that the amount 


(v) was not otherwise included in computing the tax- 
payer’s income, or deducted in computing, for the pur- 
poses of this. Act, any. balance of undeducted outlays, ex- 
penses or other amounts, for the year or a preceding 
taxation. year, 


(vi) except as provided by subsection 127(11.1), (11.5) or 
(11.6), does not reduce, for the purpose of an assessment 
made or that may be made under this Act, the cost or cap- 
ital cost of the property or the amount of the outlay or 
expense, as the case may be, ) 


Subpara. 12(1)(x)(vi) amended by 1996, c. 21, s. 4, applicable to 
taxation years that begin after 1995. The subpara. formerly read: 


(vi) except as provided by subsection 127(11.1), does not re- 
duce, for the purposes of this Act, the cost or capital cost of 
the property or the amount of the outlay or expense, as the 
case may be, 


Pre-RSC History: Subparas. 12(1)(x)(iv), (vi) amended to substi- 
tute “outlay or expense” for “expense” and (vii) substituted, appli- 
cable with respect to amounts received after January 1990, and sub- 
para.'(v) substituted applicable after May 22, 1985, by 1990, c. 45, 
subsecs. 39(1), (2). Subparas, (Vv), (vil) formerly read: 


(v) was not otherwise included in computing the taxpayer’s 
income for the year or a preceding taxation year, 


(vii) does not reduce, pursuant to, subsection 13(7.4) or para- 
graph 53(2)(s), the cost or capital cost of the property, as the 
case may be, or 


S. 12(1)(x) 


Para. 12(1)(x) added by 1986, c. 6, subsec. 6(2), applicable (by sub- 
sec. 6(6) as amended by 1986, c. 55, s..79) with respect to amounts 
received after May 22, 1985 other than amounts received after that 
date pursuant to the terms of an agreement in writing entered into 
before 4:30 p.m. EDST, May 23, 1985 or to the terms of a prospec- 
tus, preliminary prospectus or registration statement filed before 
May 24, 1985 with a public authority in Canada pursuant to and in 
accordance with the securities legislation of Canada or of any prov- 
ince and, where required by law, accepted for filing by such 
authority. 


History: Subsec. 4(4) of the Western Grain Transition Payments 
Act (1995, c. 17, Sch. If), as amended by 1998, c. 19,'s. 303, pro- 
vides, effective for payments made after June 22, 1995: 


4. (4) Tax treatment — For the purposes of the Income Tax 
Act, 


(b) a transition payment received in respect of farmland 
that was, immediately before its disposition by the appli- 
cant, capital property of the applicant shall, where the 
farmland is disposed of before the payment is received, 
be considered to be an amount required by subsection 
53(2) of that Act to be deducted in computing the ad- 
justed cost base of the farmland to the applicant immedi- 
ately before the disposition; 


(c) a transition payment to which neither paragraph (a) 
nor (b) applies, received by the applicant, shall be consid- 
ered to be assistance received in the course of earning in- 
come from.a business or property in respect of the cost of 
the property or in respect of an outlay or an expense; and 


(d) where, pursuant to an equitable arrangement referred 
to in paragraph 6(c), a portion of a transition payment re- 
ceived by an applicant is paid to a person or partnership 
that is leasing farmland from the applicant, that portion 
paid to the person or partnership is required to be in- 
cluded in computing the income of the person or partner- 
ship from a business for the taxation year of the person or 
partnership in which it is received and the amount so paid 
is deemed not to be a transition payment received by the 
applicant for the purposes of paragraphs (a) to-(c). 


Selected Cases [para. 12(1)(x)]: Supermarché Ste-Croix Inc. v. 
Canada, [1996] 1 C.T.C. 2506 (TCC) (Purchase quotas and first re- 
fusal not “interest” in a business; exception inapplicable. Compare 
Supermarché Dubuc & Frére Inc.); CCLC Technologies Inc. v. 
Canada, [1996] 1 C.T.C. 7 (FCTD) (Payments in ordinary course of 
business are not government “assistance”); RSI Research Ltd. v. 
Canada, [1993] 2 C.T.C. 2378 (TCC) (Amount received in consid- 
eration of grant of right to portion of taxpayer’s revenues not “non- 
governmental assistance”); Canada v. Westcoast Energy Inc., 
[1992] 1 C.T.C. 261 (FCA) (Damage settlement in negligence ac- 
tion not a “reimbursement” within meaning of provision); 
Woodward Stores Ltd. v. Canada, (1991] 1 C.T.C. 233 (FCTD) 
(“Fixturing allowance” (inducement) was capital receipt). 


Regulations: 234-236 (information slips for farm support pay- 
ments); 7300 (prescribed amount). 


Interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures; IT-232R3: Losses — their 
deductibility in the loss year or in other years; IT-478R: CCA — 
recapture and terminal loss. 


I.T. Technical News: No. 5 (western grain transition payments); 
No. 7 (lease inducement payments — renewal term). 


(x.1) fuel tax rebates —the total of all 
amounts each of which is 


(i) a fuel tax rebate received in the year by the 
taxpayer under subsection 68.4(3) [of] the Ex- 
cise Tax Act, or 


(11) the amount determined by the formula 
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10 (A;= B)=C€ 
where ! 


A is the total of all fuel. tax rebates under 
subsections 68.4(2) and (3.1) of that Act 
received in the year by the taxpayer, 


is the total of all amounts, in respect of 
fuel tax rebates under section 68.4 of that 
Act received in the year by the taxpayer, 
repaid by the taxpayer under subsection 
68.4(7) of that Act, and : 
is the total of all amounts, in respect of 
fuel tax rebates under section 68.4 of that 
Act received in the year, deducted under 
subsection 111(10) in computing the tax- 
payer’s non- 1-capital losses for other taxa- 
tion years; 
Related Provisions: 87(2)(uu) — Fuel tax rebates; 88(1)(e.2) — 
Winding-up; .111(10) — Fuel’ ‘tax rebate — loss abatement; 
111(11) = Fuel tax rebate — partnerships; 161(7)(a)(viii) — Effect 
of carry-back-of loss, etc.; 164(5)(a) — Effect-of carry-back of loss, 
etc.; 164(5.1)(a) — Effect of carry- -back of loss, ete. ; 257 — 
Formula cannot calculate to less than zero. 
History: Subpara, 12(1)(xi.1)(ii) amended by 1997, c. 26, s. 82, ap- 
plicable to 1997 et seq. Subpara. (x1.1)(1)-formerly read: 
(11) the amount, if any, by which . 
(A) 10 times the amount, if any, by which 
(I) the total of all fuel tax rebates under subsection 
68.4(2) of that Act received in the year by the 
taxpayer 
exceeds re e 
(ID) the total of all amounts, in respect of fuel tax re- 
bates under subsection 68.4(2) of that Act received i in 
the year by the taxpayer, repaid by the taxpayer 
under subsection 68.4(7) of that Act 
exceeds. 


(B) the total of all amounts, in respect of fuel tax rebates 
under subsection 68.4(2) of that Act received in the year, 
deducted under subsection 111(10) in computing cs Faye 
payer’s non-capital loss for a year; 


Para. 12(1)(x.1) added by 1994, C.J, Sch: VI (1992, c. 29), Ss. 4, 
applicable to 1992 et seg. — 


(y) automobile provided to partner - —_ 
where the taxpayer is an individual who is a 
member of a partnership or an employee of a 
member of a partnership and the partnership 
makes an automobile available in the year to the 
taxpayer or to a person related to the taxpayer, 
the amounts that would be included by reason of 
paragraph 6(1)(e) in the income of the taxpayer 
for the year if the taxpayer were employed, by the 
partnership; 


History: Para. 12(1)(y) amended xt 1907 Cotes. 268, ‘optical 
to 1996 et seg. Para. (y) formerly: read: 


(y) where the taxpayer is an individual who is a member of a ~ 
partnership or an employee of a member of the partnership 
and the partnership makes an automobile available in the year 
to the taxpayer or to a person related to the taxpayer, the, 
amounts that would be included, by reason of paragraph 
6(1)(e) or by reason of paragraph 6(1)(e.1) if that paragraph 
were read. without reference to paragraph .6(1)(a)s:in,the. ins 
come of the taxpayer for the year if the taxpayer were em- 
ployed. by the partnership; 
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Pre-RSC History: Para. 12(1)(y) amended by 1990, c. 45, subsec. 
39(3), to substitute “the amounts that” for “an amount that” and to 
add “or by reason of paragraph 6(1)(e.1) if that paragraph were read 
without reference to paragraph 6(1)(a)” applicable with respect to 
taxation years and fiscal periods ending after 1990. 


Para. 12(1)(y) added by 1988, c. 55, subsec. AM applicable to 1988 
et seq. 


Interpretation Bulletins: IT- 63R5: Berets including standby 
charge for an automobile, from the pea use of.a motor -vehicle 


(z) amateur athlete ‘rust Bayinents< Ge 


amount in respect.of.an amateur athlete trust re-. 


quired by section 143.1 to be included in comput- 
ing the taxpayer’s income for the year; 
Related Provisions: 143.1(2) — Amounts included in benefici- 
ary’ Ny income. : 


History: Para. 12(1)(z) added by 1994, 4 Sch VIII. (1993, .c. 24), 
subsec. 3(2), applicable to 1988 et. seq. 


Forms: T1061 Canadian amateur athlete trust eroupy information 
return, 


(z.1) anaknving environmental trusts ie: 
total of all amounts received by the taxpayer in 
the year as a beneficiary under a qualifying envi- 
ronmental trust,: whether or not the amounts. are 
included because of subsection 107.3(1) in com- 
puting the taxpayer’s. income for. any. taxation 
year;, | 
Related Provisions: 20(1)(ss) — Deduction for contribution to 
qualifying environmental trust; 87(2)G.93) — Amalgamations — 
continuing corporation; 107.3(2) — Where property of qualifying 
environmental trust transferred to beneficiary; 107.3(3) — Income 
where trust ceases to be qualifying environmental trust; 107.3(4) — 
No income inclusion under 104(13) for amounts payable by trust. 
History: Para. 12(1)(z.1) amended by, 1998, c. 19, s. 2, applicable 
to. taxation years that end. after February 18, 1997. The para. for- 
merly read: 
(z.1) mining reclamation trusts — the total of all amounts 
received by the taxpayer in the year as a beneficiary under-a 
mining reclamation trust, whether or not such amounts are in- 
cluded because of subsection 107.3(1) in computing the tax- 
payer’s income for any taxation year; 


Para. 12(1)(z.1) added by 1995, c. 3, 's. 2," applicable to taxation 
years that end after February 22, 1994. 


(z.2) dispositions of interests in qualifying 
environmental trusts —the total of all 
amounts each of which is the consideration re- 
ceived by the taxpayer in the year for the disposi- 
tion to another person or partnership of all or part 
of the taxpayer’s interest as a beneficiary under a 
qualifying environmental trust, other than consid- 
eration that is the assumption of a reclamation 
obligation in respect of the trust; 
Related Provisions: 20(1)(tt)-—— Deduction for acquisition of in- 
terest in qualifying environmental, trust; 39(1)(a)(v) — No. capital 
gain on disposition of interest; 87(2)j.93) — Amalgamations — 
continuing corporation; 107.3(1)(b)— Where beneficiary not resi. 
dent in Canada. 
History: Para. 12(1)(z.2) amended by 1998, c. 19, s. 2, applicable 
to taxation years that end after February 18, 1997. The para. for- 
merly read: 
(z.2) dispositions of heaAbte in mining reclamation 


trusts — the total of all amounts each of which is the consid- 
eration received by the taxpayer in the year for the disposition 
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to another person or pattnership of all or part of the tax- 

. payer’s interest as a beneficiary under a mining reclamation 
trust, other than consideration that is the assumption of a min- 
ing reclamation obligation in respect of the trust; 


| Para. 12(1)(z.2) added by, 1995, c. 3, s,,2, applicable to taxation 


bP that end after February 22, 1994. 


-(z.3) debt forgiveness — any amount required 
because of subsection 80(13) or (17) to be in- 
cluded in computing the taxpayer’s income for 
the year; 


| History: Para. A(z, 3) added by 1995, c. 21, s. 76, applicable to 
_ taxation years that end after February 21, 1994. 


(z.4), eligible funeral arrangements — any 
amount required because of subsection 148.1(3) 
to be included in computing the taxpayer’s in- 
come for the year; and 
History: Para. 12(1)(z.4). added by 1995, c, 21,.s. 76, cenligaite to 
1993 ieh seq, 
(z.5) resource loss — 25% of the taxpayer’s 
prescribed resource loss for the year. 


Related Provisions: » 53(1)(e)(i)(B), 53(2)(c)G)(B) — Para. 
_ 12()(@.5) ignored,for partnership ACB adjustment; 96(1)(d) — 


Para. 12(1)(z.5) enor for allocating i income at partnership level to 
partners. — 

History: Para. 12(1)(z.5) added by 1997, c. 25, subsec. 2(3), appli- 
cable to taxation years that begin after 1996. 


_ Regulations: 1210.1 (prescribed resource loss). 


(2) Interpretation —_ Paragraphs (1)(a) and (b) are 
enacted for greater certainty and shall not be con- 
strued as implying that any amount not referred to in 
those paragraphs is not to be included in computing 


income from a business fora taxation year whether it 


is received or receivable in the year or not. 


Selected Cases [subsec.. 12(2)]: Maritime Telegraph and 
Telephone; Co: v. Canada, {1991} 1-C.T.C. 28 (FCTD); aff'd [1992] 
1 C.T.C, 264 (FCA) (The principle that amounts not referred to in 
paragraph 12(1)(6) may still be included in computing income pre- 


_ cludes taxpayer from changing method of reporting income for tax 


purposes). 


(2.1) Receipt of inducement, reimbursement, 
etc. — For the purposes of paragraph (1)(x), where 


ata particular time a taxpayer who is.a beneficiary of 


a trust or a member of a partnership has received an 
amount as an inducement; whether as a grant, sub- 
sidy, forgivable loan, deduction from tax, allowance 


_or any other form of inducement, in respect of the 
activities of the trust or partnership, or as a reim- 
_bursement, contribution, allowance or as assistance, 
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whether as a grant, subsidy, forgivable loan, deduc- 
tion from tax, allowance or any other form of assis- 
tance, in respect of the cost of property or in respect 
of an expense of the trust or partnership, the amount 
shall be deemed to have been received at that time 
by the trust or partnership, as the case may be, as 
such an. inducement, reimbursement, contribution, 
allowance or assistance. 

Pre-RSC History: Subsec. 12(2.1) added by 1986, c. 6, subsec. 
6(3), applicable with respect to amounts received after May 22, 
1985 other than amounts received after that date pursuant to the 
terms of an agreement in writing entered into before May 23, 1985 
or to the terms of a prospectus, preliminary prospectus or registra- 
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tion statement filed before May 24, 1985 with a public authority in 
Canada pursuant to and in accordance with the securities legislation 
of Canada or of any province and, where required by law, accepted 
for filing by such authority. 


(2.2) Deemed outlay or expense — Where 


(a) in a taxation year.a.taxpayer receives an 
amount that would, but for this subsection, be in- 
cluded under paragraph (1)(x) in computing the 
taxpayer’s income for the year in respect of an 
outlay or expense (other than an outlay or ex- 
pense in respect of the cost of property of the tax- 


payer) made or incurred by the taxpayer before 


the end of the following taxation year, and 


(b) the taxpayer elects under this subsection on or 
before the day on or before which the taxpayer’s 
return of income under this Part for the year is 
required to be filed, or would be required to be 
filed if tax under this Part were payable by the 
taxpayer for the year or, where the outlay or ex- 
pense is made or incurred in the following taxa- 
tion year, for that following year, 


the amount of the outlay or expense shall be deemed 
for the purpose of computing the taxpayer’s income, 
other than for the purposes of this subsection and 
paragraphs (1)(x) and 20(1)(hh), to have ana been 
the amount, if any, by which 


(c) the amount of the outlay or expense. 
exceeds 


(d) the lesser of the amount elected by tae, tax- 
payer under this subsection and the amount so re- 
ceived by the taxpayer, 


and, notwithstanding subsections 152(4) to (5), such 
assessment or reassessment of the taxpayer’s tax, in- 
terest and penalties under this Act for any taxation 
year shall be made as is necessary to give effect to 
the election. 


Related Provisions: 20(1)(hh) — Repayments of inducements, 
etc.; 80.2 — Reimbursement by taxpayer; 87(2)G. 6) — Amalgama- 
tiene + Continuing corporation. 


History: Subsec. 12(2.2) substituted by 1994, c. 7; Sch. VIIT (1993, 
c. 24), subsec. 3(3), applicable with respect to amounts received af- 
ter January 1990. Subsec. 12(2.2) formerly read: 


(2.2) Deemed outlay or expense — Where a taxpayer has 
in a taxation year received an amount that would, but for this 
subsection, be included in computing the taxpayer’s. income 
for the year by reason of paragraph (1)(x) in respect of an 
outlay or expense made or incurred by the taxpayer in the 
year, in any of the 3 taxation years immediately preceding the 
year or in the taxation year immediately following the year 
(other than. an outlay or expense in respect of the cost of 
property of the taxpayer) and the taxpayer elects under this 
subsection on or before the day on. or before which the tax- 
payer’s return of income under this Part is required to be 
filed, or would be required to be filed if the taxpayer had tax 
payable, for the year, or, where the outlay or expense is made 
or incurred in the taxation year immediately following the 
year, for that following year, the amount of the outlay or ex- 
pense shall be deemed, for the purposes of computing the in- 
come of the taxpayer, other than for the purposes of this sub- 
section and subparagraphs (1)(x)(@v) and 20(1)(hh)(@i), to 
have always been the amount, if any, by which 


(a) the amount of the outlay or expense 
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exceeds 
(b) the lesser of the amount elected by the taxpayer under 
this subsection and the amount so received by the 
taxpayer, vast 
and, notwithstanding subsections 152(4) and (5), such assess- 
ment or reassessment of the taxpayer’s tax, interest and pen- 
alties under this Act for any taxation year shall be made as is 
necessary to give effect to the election. ’ 


Pre-RSC History: Subsec. 12(2.2) added by 1990, c. 45, subsec. 
39(4), applicable with respect to amounts pire leis after t Janwaty 
1990. 


(3) Interest income [accrual] — Subject to sub- 
section (4.1), in computing the income for a taxation 
year of a corporation, partnership, unit trust or any 
trust of which a corporation or a partnership is a ben- 
eficiary, there shall be included any interest ona 
debt obligation (other than interest in respect of an - 
income bond, an income debenture, a small business 
bond, a small business development bond, a net in- 
come stabilization account or an indexed debt obli- 
gation) that accrues to it to the ‘end ofthe year, or 
becomes receivable or is received by it before the 
end of the year, to the extent that the interest was not 
included in computing its income for a eset 
taxation year. i 


Related Provisions: 12(4) — Annual accrual for individuals and - 
trusts; 12(4.1) —Impaired debt obligations; 12(9) — Deemed ac- 
crual; 12.2(8) — Deemed acquisition of interest in annuity; 16(1)— 
Blended payments; 20(1)(1)—— Reserve for doubtful debts; 
20(14.1) — Interest on debt obligation; 20(19) — Annuity contract; 
87(2)4.4) — Amalgamations — continuing corporation; 
138(11.5)(k) — Transfer of business by non-resident insurer; 
138(12)“gross investment revenue’ E(b) — Inclusion in gross in- 
vestment revenue of insurer; 142.3(1)(c) — No income accrual 
from specified debt obligation; 142.4(1)tax basis s”(b) — Disposi- 
tion of specified debt obligation by financial institution; 
142.5(3)(a) — Mark-to-market debt obligation; 148(9)“adjusted 
cost basis’*D — Inclusion in “adjusted cost basis”. 


History: Subsec. 12(3) amended by 1998, c. 19, subsec. 71(4), 
applicable 


(a) to taxation years that end after September 1997; and 


(b) to a taxpayer’s taxation years that end after 1995 and before 
October 1997 where the taxpayer files an election in accordance 
with para. 81(11)(b). 

The subsec. formerly read: y's 
(3) Notwithstanding paragraph (1)(c), in computing the in- 
come for a taxation year of a corporation, partnership, unit 
trust or any trust of which a corporation or a partnership is a 
beneficiary, there shall be included any interest on a ‘debt ob- 
ligation (other than interest in-respect of an income bond, an 
income debenture, a small business development bond, a 
small business bond, a net income stabilization account. or. an 
indexed debt obligation) that accrues to it to the end of the 
year, or becomes receivable or is received by it before the end 
of the year, to the extent that the interest was net. imcluded in 
computing its income for a preceding taxation year: 


| subse 12(3) substituted by 1994, c. 21, subsec. 6(2), applicable to 
debt obligations issued after October 16, 1991. That subsec. for- 
merly read: 


(3) Interest income — Notwithstanding paragraph (1)(c), in 
computing the income for a taxation year of a corporation, 
partnership, unit trust or any trust of which a corporation or a 
partnership is a beneficiary, there shall be included any inter- 
est on a debt obligation (other than interest in respect of an 
income bond, an income debenture, a small business develop- 
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ment bond, a small business bond or a net income stabiliza- 
tion account) that accrues to it to the end of the year, or be- 
comes receivable or is received by it before the end of the 
year, to the extent that the interest was not included in com- 
puting its income for a preceding taxation year. 


Subsec. 12(3) amended by 1994, c. 7, Sch. VIII (1993, c. 24), sub- 
sec. 3(4), to substitute “a small business bond or a net income stabi- 
lization account” for “or a small business bond”, applicable to 1991 
et seq. 


Regulations: 303 (amount deductible under subsec. 20(19)). 


Interpretation Bulletins: IT-87R2: Policyholders’ income from 
life insurance policies; IT-142R3: Settlement of debts on the wind- 
ing-up of a corporation; IT-265R3: Payments of income and capital 
combined; IT-345R: Special reserve — loans secured by mortgages; 
IT-396R: Interest income; IT-466: Trust companies. . 


(4) Interest from investment contract — Sub- 
ject to subsection (4.1), where in a taxation year a 
taxpayer (other than a taxpayer to whom subsection 
(3) applies) holds an interest in an investment con- 
tract on any anniversary day of the contract, there 
shall be included in computing the taxpayer’s in- 
come for the year the interest that accrued to the tax- 
payer to the end of that day with respect to the in- 
vestment contract, to the extent that the interest was 
not otherwise included in computing the taxpayer’s 
income for the year or any preceding taxation year. 


Related Provisions: 12(4.1) —Impaired debt obligations; 
12(9) — Deemed. accrual; » 12(11)— Investment ~ contract; 
20(14.1) — Interest on debt obligation. 


History: Subsec. 12(4) amended by 1998, c. 19, subsec. 71(4), 
applicable 


(a) to taxation years that end after September 1997; and 


(b) to a taxpayer’s taxation years that end after 1995 and before 
October 1997 where the taxpayer files an election in accordance 
with para. 81(11)(b). 


The subsec. formerly read: 


(4) Idem [annual accrual] — Where in a taxation year a tax- 
payer (other than a taxpayer to whom subsection (3) applies) 
holds an interest in an investment contract on any anniversary 
day of the contract, there shall be included.in.computing the 
taxpayer’s income for the year the interest that accrued to the 
taxpayer to the end of that day with respect to the investment 
contract, to the extent that the interest was. not otherwise in- 
cluded in computing the taxpayer’s income for the taxation 
year or any preceding taxation year. 


Pre-RSC History: Subsec. 12(4) substituted for subsecs. (4) to (8) 
by 1990, c. 39, subsec. 4(1), applicable (by subsec. 4(6), as 
amended by 1991, c. 49, s.. 250) with respect to investment contracts 
last acquired after 1989, except that the repeal of subsec. 12(7) is 
applicable to 1979 et seq. Subsecs. 12(4) to (8) formerly read: 


(4) ldem — Where in a taxation year a taxpayer (other than a 
corporation, partnership, unit trust or any trust of which a cor- 
poration or partnership is a beneficiary) holds an interest in 
an investment contract on any third anniversary of the con- 
tract and in the year or any preceding taxation year he has not 
made an election under subsection (8) with respect to his in- 
terest, there shall be included in computing his income for the 
year the interest that accrued to him to that time with respect 
to the investment contract to the extent that the interest was 
not otherwise included in computing his income for the taxa- 
tion year or any preceding taxation year, and to the extent that 
the interest accrued to him after December 31, 1981. 


(5) Exception — Subsection (3) does not apply to a corpora- 
tion, partnership or trust (other than a corporation described 
in any of paragraphs 39(5)(b) to (d), a life insurance corpora- 


efi 
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tion or any other corporation, other than a mutual fund corpo- 
ration or a mortgage investment corporation, whose principal 
business is the making of loans or that borrows money from 
the public in the course of carrying on a business the principal 
purpose of which is the making of loans) 


(a) for taxation years ending before December ‘31, 1984, 
or ; 


(b) with respect to interest accrued before the beginning 
of its first taxation. year commencing after November 12, 
1981, 


with respect to an interest in a debt obligation last acquired by 
it before October 29, 1980 unless the obligation ‘was issued 
by a person with whom the corporation or trust or any mem- 
ber of the partnership was not dealing at arm’s length. 


(6) Application — Subsection (3) does not apply in comput- 
ing the income for a taxation year of a taxpayer (other than a 
corporation described in any of paragraphs 39(5)(b) to (d), a 
life insurance corporation or any other corporation, other than 
a mutual fund corporation or a mortgage investment corpora- 
tion, whose principal business is the making of loans or that 
borrows money from the public in the course of carrying on a 
business the principal purpose of which is the. making of 
loans) if the interest of the taxpayer was last acquired before 
October 29, 1980, and 


(a) the taxpayer could not, after October: 28, 1980 and 
before the end of the taxation year, require the repay- 
ment, acquisition, cancellation or conversion of the inter- 
est (other than by reason of a failure or default under the 
terms or conditions thereof), 


(b) the maturity date of the debt obligation has not been 
extended after October 28, 1980 and before the end of the 
taxation year, and the terms or conditions relating to pay- 
ments with respect to interest have not been changed dur- 
ing that period, and 


(c) the debt obligation was issued by a person with whom 
the taxpayer or, where the taxpayer is a partnership, each 
member thereof, was dealing at arm’s length. 


(7) ldem.— For the purposes. of subparagraph, (1)(e)(i), in 
computing an insurance corporation’s income from carrying 
on an insurance business for its 1978 taxation year, the 
amount, if any, by which ~ 


(a) the aggregate of all amounts each of which is an 
amount deducted by the corporation in computing its in- 
come for a taxation year ending before 1978 that was in 
respect of an event giving rise, or likely to give rise, to a 
claim under an insurance policy (other than a life insur- 
ance. policy) | 


exceeds 


(b) the aggregate of all amounts paid by the corporation 
before the commencement of its 1978 taxation year in re- 
spect of amounts described in paragraph (a) 


shall be deemed to be an amount that was deducted by the 
corporation under subsection 20(7) in computing its income 
from that business for its 1977 taxation year. 


(8) Accrued interest may be included in income — Where 
a taxpayer (other than a taxpayer to whom subsection (3) ap- 
plies) who holds an interest in a debt obligation elects in his 
return of income under this Part for a taxation year, he shall, 
in computing his income for the year and each subsequent 
taxation year during which he holds an interest in. the debt 
obligation, include the interest accrued to him on the debt ob- 
ligation to the end of the year to the extent that it was not 
otherwise included in computing his income for the year or 
any preceding taxation year. 
Subsec. 12(8) amended by 1985, c. 45, subsec. 5(3), applicable to 


1985 et seq., to substitute the heading “Accrued interest may be in- 
cluded in: income” for “Election”, to add the words “(other than a 
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taxpayer to whom subsection (3) applies)”, to substitute “elects in 
his return of income under this Part for a taxation year” for “elects 
in a taxation year by notifying the issuer thereof in writing”, and to 
substitute “‘to the extent that it was not” for “to the extent that the 
interest was not”. 


Subsecs. 12(3)-(6) substituted, 12(8) added, by 1980-81-82-83, c. 


140, subsecs. 4(7), (8), applicable to taxation years commencing af- | 


ter 1982. Subsecs. 12(3)-(6) formerly. read: 


(3) Interest income — Notwithstanding paragraph (1)(c), in 
computing the income for a taxation year of a corporation, 
partnership, unit trust.or any trust of which a corporation or a 
partnership is a beneficiary, there shall be included any inter- 
est. that.accrued to it, or became receivable or was received by 
it, in the year to the extent that such interest was not included 
in computing its income for a previous taxation year. 


(4) Presumption — For the purposes of subsection (3), 
where a corporation, partnership or trust therein referred to 
has at any time after December 19, 1980 acquired an interest 
in an annuity contract, an amount determined in prescribed 
manner shall be deemed to accrue to it as interest in each tax- 
ation year during which it held the interest in the contract. 


(5) Exception — Subsection (3) does not apply to a corpora- 
tion, partnership or trust (other than a corporation described 
in any of paragraphs 39(5)(b) to (e) or any other corporation, 
other than a:mutual fund corporation or a mortgage invest- 
ment corporation, whose principal business is the making of 
loans or that borrows money from the public in the course of 
carrying on a business the principal purpose of which is the 
making of loans) with respect to interest on an obligation ac- 
quired by it before October 29, 1980 unless. the. obligation 
was issued by a person with whom the corporation or trust or 
any member of the partnership was not dealing at arm’s 
length. atta 


(6) Presumption — For the purposes of subsection (5), 
where at any time after October 28, 1980 in.respect of an ob- 
ligation acquired on or. before that date, 


(a) the maturity date is extended, 


(b) the terms or conditions relating to the epee of 
the principal amount are changed, or 


(c) the holder could require the repayment, acquisition, 
cancellation or conversion of the obligation, otherwise 
than by reason of a failure or default under the terms or 
conditions thereof, 


the obligation shall ‘be deemed to be a new epigaien ac- 
quired by the holder thereof at that time.. 


Subsecs. 12(3), (4) substituted, (5), (6) added by 1980. 81-82-83, c. 
48, subsec. 4(3), applicable to taxation years commencing after Oc- 
tober 28, 1980. Subsecs. 12(3), (4) formerly read: 


(3) Accrued interest of financial corporations — Netwitli- 
standing paragraph (1)(c), where the taxpayer.is a bank, a 
credit union, a life insurance corporation, a trust company or 
any other corporation (other than a mutual fund corporation 
or a mortgage investment corporation) that borrows money 
from the public in the course of carrying on a business the 
principal purpose of which is the making of loans or’ whose 
principal business is the making of loans, there shall be in- 
cluded in computing its income from the business for a taxa- 
tion year interest accrued in respect of the year and interest 
receivable in the year to the extent that such interest was not 
included in computing the corporation’s income for a previ- 
ous taxation year. 


(4) Definitions — For the purposes of ae at G), 


(a) “bank” means a bank to which the Bank Act or the 
Quebec Savings Banks Act applies; and 


(b) “trust company” means a corporation licensed or oth- 
erwise authorized under the laws: of Canada or a province 
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to carry on in Canada the bustacss of ope to the pub- 
lic its services as trustee. 


Subsec. 12(7) added by 1980-81-82-83, c. 48, subsec. 4(3), applica- 
ble to the 1978 taxation year. 


Subsecs. 12(3), (4) added by 1974-75-76, c. 26, subsec. 4(3), appli- 
cable to 1975 et seq. and (by subsec. 4(4)), except in the case of a 
credit union, any interest that was not included in computing the 
taxpayer’s income for a taxation year ending before 1975 but that 
would have been included if subsection 12(3) as enacted by subsec. 
(3) had applied shall be included in er its income for the 
1975 taxation year. 


Regulations: 201(4) (information return). 


Interpretation Bulletins: IT-265R3: Payments of income. and 
capital combined; IT-415R2: Deregistration of RRSPs. 


Advance Tax Ruling: ATR- 61: Interest accrual rules. 


(4.1) impaired debt obligations - _ Baca gre nh 
(1)(c) and subsections (3) and (4) do not apply to a 
taxpayer in respect of a debt obligation for the part 
of a taxation year throughout which the obligation is 
impaired where an amount in respect of the obliga- 
tion is deductible. because. of ‘subparagraph 
20(1)()@1) in computing the amine s income. for 
the year. testy 


History: Subsec. ats D “added byt $998) cs: 197 ey 7144), 
applicable. 


(a) to taxation years that end after ae 1997; hie 


(b) to a taxpayer’s'taxation years that end after 1995 and before 
October 1997 where the taxpayer files anelection in accordance 
with para. 81(11)(b).. 


(5)-(8) [Repealed under former Act] 
Pre- RSC History: See under subsec. 124). 


(9) Deemed accrual — For the purposes of ‘sub- 
sections (3), (4) and (11) and 20(14) and (21), where 
a taxpayer acquires an interest in a prescribed debt 
obligation, an amount determined in prescribed man- 
ner shall be deemed to accrue:to the taxpayer as in- 
terest on the obligation in each taxation year during 
which the taxpayer holds the interest in the 
obligation. . 
Related Provisions: 16(3) — Obligation: issued: at asadeoine 
18.1(14) —Right to receive production deemed to, be: debt obliga- 
tion; 87(2)4.4) — Amalgamations — accrual rules; 142.3(1)(c) — 
No income accrual from specified debt obligation. 


History: Subsec. 12(9) amended by! 1994, c. 7, Sch. II (1991, Gi 
49). subsec. 7(2), to add reference to subsection (11) and to substi- 
tute “acquires” for “has at any time acquired”, applicable with ire- 
spect to investment contracts last acquired after 1989. 

Pre-RSC History: Subsec: 12(9) amended by 1990, ¢::39, subsec. 
4(2), to substitute “subsections (3) and (4)” for “subsections (3), (4), 
(8) and (11)” and “the taxpayer holds” for “he holds”; applicable 
(by subsec. 4(6),.as amended by 1994, c. 7, Sch. If (1991, c. 49), s. 
250) with respect to investment contracts last acquired after 1989. 
Subsec. 12(9) amended by 1984, c. 1, subsec. 5(2), to add “and 
(21)” and to substitute “holds” for “held”, applicable to taxation 
years commencing after 1981. : 

Subsec. 12(9) added by 1980-81-82-83, c.140, subsec. 4(8), appli- 
cable to taxation years commencing after 1981. 
Regulations: 7000 (prescribed debt éBlizantol: prescribed 
manner). 

Interpretation Bulletins: IT-396R: Interest income; IT-410R: 
Debt obligations — accrued interest on transfer. 
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Advance Tax Ruling: ATR-61: Interest accrual rules. 


(9.1) Exclusion of proceeds of disposition — 
Where a taxpayer disposes of an interest in a debt 
obligation that is a debt obligation in respect of 
which the proportion of the payments of principal to 


which the taxpayer is entitled is not equal to the pro- 
portion of the payments of interest to which the tax- 
“payer is entitled, such portion of the»proceeds' of dis- 
‘position received by the taxpayer as can reasonably 
‘be considered to representa recovery of the cost to 


‘the taxpayer of the interest in the debt: obligation 


shall, notwithstanding any other provision’ of this 
Act, not be included in computing the income, of the 
taxpayer, and for the purpose of. this, subsection, a 
debt obligation includes, for greater certainty, all of 
the issuer’s obligations to pay principal and interest 
under that obligation. 

History: Subsec. 12(9.1) substituted by 1994, c:.7, Sch. VIE (1993, 
c. 24), subsec, 3(5), applicable with respect to. dispositions, of debt 
obligations, occurring after October.16, 1991. Subsec., 12(9.1) for- 


merly read: 


(9.1) Exception — Where a taxpayer disposes of an interest’ 

_. ina debt obligation that, by virtue of paragraph 7000(1)(b) of 

_ the Income Tax Regulations, is a prescribed debt obligation 

for the purposes of subsection (9), such portion of the pro- 

ceeds of the disposition received by the taxpayer as may rea- 

sonably be considered to represent a recovery of the cost to 

the taxpayer of the debt obligation shall, notwithstanding any 

other provision of this Act, not be included in computing the 
taxpayer’s: income. under this Part. 


Pre-RSC History: Subsec: 12(9.1) added by 1985, c! 45} subsec. 
5(4), applicable. to taxation years commencing after: 1981. 


Interpretation Bulletins: IT-396R: Interest income. 


(10) [Repealed under former Act] 


Pre-RSC History: Subsec. 12(10) repealed‘by 1990, c. 39, subsec. 
4(3), applicable (by subsec. 4(6), as amended by 1991, c. 49, s. 250) 
with respect to investment contracts last acquired after 1989. Sub- 
sec. 12(10) formerly read: 
(10) Application — Subsection (4) shall not apply in comput- 
ing the income of a taxpayer for a taxation year if the interest 
of the taxpayer in the investment contract. was last acquired 
by him before November, 13, .1981 and 
(a) the taxpayer could not, after November 12, 1981 and 
before the end of the taxation’ year, require the repay- 
ment, acquisition, cancellation or conversion of his inter- 
est (other than by reason of a failure or default under, the 
terms or conditions thereof), and 
(b) the maturity date of the contract has not been ex- 
tended after November 12, 1981 and before the end. of 
the taxation year, and the terms or conditions relating to 
payments in respect of his interest have not been changed 
during ‘that period. 
Subsec. 12(10) added by, 1980-81-82-83, c. 140, subsec. 4(8), appli- 
cable to taxation years commencing after 1982. 


(10.1) Income from RHOSP — Notwithstanding 
any other provision of this. Act, where.an individual 
was at. the.end of 1985 a beneficiary under a regis- 
tered home ownership savings plan (within: the 
meanings assigned by paragraphs 146.2(1)(a) and (h) 
of the Income Tax Act, chapter 148. of the Revised 
Statutes of Canada, 1952, as they read in their appli- 
cation to the 1985 taxation year), that portion of the 
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income that can reasonably be considered to have ac- 
crued under the plan before 1986 (other than the por- 
tion thereof that can reasonably be considered to be 
attributable to amounts contributed after May 22, 
1985 to or under the plan) shall not be included in 
computing the income of. the individual or of any 
other person. 

Pre-RSC History: Subsec. 12100. 1) ‘added by 1986, c. a subsec. 
6(4), applicable to 1986 ef seq. 

1.T. Application Rules: 69 (meaning of arsenite Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-396R: Interest income. 


(10.2) NISA receipts — There shall be included in 
computing a taxpayer’s income for a taxation year 
from a property the total of all amounts each of 
which is the amount determined by the formula 


AvesiB 
where 


A is an amount paid at a particular time in the year 
out of the taxpayer’s NISA Fund No. 2; and 


B_ is the amount, if any, by which 


(a) the total of all amounts each of which is 
deemed by subsection 104(5.1) or (14.1) to 
have been paid out of the taxpayer’s NISA 
Fund No. 2 before the particular time, or is 
deemed by subsection 70(5.4) or 73(5) to have 
been paid out of another person’s NISA Fund 
No. 2 on being transferred to the taxpayer’s 
NISA Fund No. 2 before the particular time, 


exceeds 


(b) the total of all amounts each of which is 
the amount by which an amount otherwise de- 
termined under this subsection in respect of a 
payment out of the taxpayer’s NISA Fund No. 
- 2 before the particular time was reduced be- 
cause of this description. 
Related Provisions: 104(6) — Deduction in computing income 
of trust; 104(14:1) — NISA election; 108(1) — “accumulating in- 
come”; 125(7)“income of the corporation for the year from an ac- 
tive business”(b) — “Income of the corporation for the year from an 
active business”; 129(4)“aggregate investment income’(b)(ii) — 
Exclusion from calculation of refundable dividend tax on hand; 
212(1)(t) — NISA Fund No. 2 payments to non-residents ; 
214(3)() — Non-resident withholding tax; 248(9.1) — Whether 
trust created by taxpayer’s will. 
History: Subsec. 12(10.2) added by 1994, c. 7, Sch. VII (1993, c. 
24), subsec. 3(6), applicable to 1991 ef seq. 
Regulations: 201(1)(e) (information return). 


Interpretation Bulletins: IT-212R3: Income of deceased per- 
sons — rights or things;IT-243R4: Dividend refund to private cor- 
porations; IT-305R4: Testamentary spouse trusts. 


(10.3) Amount credited or added not included 
in income — Notwithstanding any other provision 
of this Act, an amount credited or added to a tax- 
payer’s NISA Fund No. 2 shall not be included in 
computing the taxpayer’s income solely because of 
that crediting or adding. 


History: Subsec. 12(10.3) added by 1994, c. 7, Sch. VILE CI99S: c: 
24), subsec. 3(6), applicable to 1991 et seg. 
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Forms: T1163: Statement A —-NISA account information and 
statement of farming activities for individuals; T1164: Statement 
B — NISA account information and statement of farming activities 
for additional farming operations; T1165: Statement C — statement 
of farming activities for Ontario self directed risk management 
(SDRM); T1175 Sched. 1: NISA/Farming — calculation of CCA 
and business-use-of-home expenses. 


(11) Definitions — In this section, 


“anniversary day” of an investment contract means 


(a) the day that is one year after the day immedi- 
ately preceding the date of issue of the contract, 


(b) the day that occurs at every successive one 
year interval from the day determined under para- 
graph (a), and 


(c) the day on which the contract was disposed 
of; 

Pre-RSC History: The definition “anniversary day” was para. 
12(11)(b). 


Para. 12(11)(b) substituted by 1990, c. 39, subsec. 4(5), applicable 
(by subsec. 4(6), as amended by 1991, c. 49, s. 250) with respect to 
investment contracts last acquired after 1989. Para. 12(11)(b) for- 
merly read: 


(b) “third anniversary” — “third anniversary” of an invest- 
ment contract means 


(i) the end of the day that is three years after the end of 
the calendar year of issue of the contract, 


(ii) the end of the day that occurs at every successive 
three year interval from the time determined under sub- 
paragraph (i), and 
(iii) the day on which the contract was disposed of, 
and for the purpose of this paragraph, where before 1989 a 
taxpayer has not disposed of an interest in an investment con- 


tract last acquired by him before 1982, the contract shall be 
deemed to have been issued on December 31, 1988. 


That portion of para. 12(11)(b) following subpara. (iii) amended by 
1987, c. 46, subsec. 3(4), to substitute “where before 1989” for 
“where before 1985” and “December 31, 1988” for “December 31, 
1984”, applicable to 1987 et seq. 


Subpara. 12(11)(b)(iii) added by 1985, c. 45, subsec. 5(6). 


Subsec. 12(11) added by 1980-81-82-83, c, 140, subsec. 4(8), appli- 
cable to taxation years commencing after 1981. 


“investment contract”, in relation to a taxpayer, 
means any debt obligation other than 


(a) a salary deferral arrangement or a plan or ar- 
rangement that, but for any of paragraphs (a), (b) 
and (d) to (1) of the definition “salary deferral ar- 
rangement” in subsection 248(1), would be a sal- 
ary deferral arrangement, 


(b) a retirement compensation arrangement or a 
plan or arrangement that, but for any of 
paragraphs (a), (b), (d) and (f) to (n) of the defini- 
tion “retirement compensation arrangement” in 
subsection 248(1), would be a retirement com- 
pensation arrangement, 


(c) an employee benefit plan or a plan or arrange- 
ment that, but for any of paragraphs (a) to (e) of 
the definition “employee benefit plan” in subsec- 
tion 248(1), would be an employee benefit plan, 


(d) a foreign retirement arrangement, 
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(e) an income bond, 

(f) an income debenture, 

(g) a small business development bond, 
(h) a small business bond, 


(i) an obligation in respect of which the taxpayer 
has (otherwise than because of subsection (4)) at 
periodic intervals of not more than one year, in- 
cluded, in computing the taxpayer’s income 
throughout the period in which the taxpayer held 
an interest in the obligation, the income accrued 


thereon for such intervals, 


lization account, 
(k) an indexed debt obligation, and 


(1) a prescribed contract. 
Related Provisions: 12(9) — Deemed accrual. 


1994. 


Para. (j) of “investment contract” in subsec. 12(11) added (and for- 
mer para. (j) redesignated as (k)) by 1994, c. 7, Sch. VIII (1993, c. 


24), subsec. 3(7), applicable to 1991 et seg. 


that 
shall be read without reference to paras. (a) and (b); 


inition shall be read without reference to para. (d); and 


The definition formerly read: 


“Gnvestment contract”, in relation to a taxpayer, means any 
debt obligation (other than a salary deferral arrangement, an 
income bond, an income debenture, a small business develop- 
ment bond, a small business bond, an obligation in respect of 
which the taxpayer has, at periodic intervals of not more than 
one year, included, in computing the taxpayer’s income 
throughout the period in which the taxpayer.held an interest 
in the obligation, the income accrued thereon for such inter- 
vals, or a prescribed contract). 


12(11)(a). 


obligations acquired before 1990, it shall be read as follows: 


(a) “investment contract”, in relation to a taxpayer, means any 
debt obligation (other than a salary deferral arrangement, an 
income bond, an income debenture, a small business develop- 
ment bond, a small business bond, an obligation in respect of 
which the taxpayer has, at periodic intervals of less than 3 
years, included, in computing the taxpayer’s income through- 
out the period in which the taxpayer held an interest in the 
obligation, the income accrued thereon for such intervals, or a 
prescribed contract); 


Para. 12(11)(a) formerly read: 


(a) “investment contract” — “investment contract”, in rela- 
tion to a taxpayer, means any debt obligation (other than a 
salary deferral arrangement, an income bond, an income de- 
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(j) an obligation in respect of a net income stabi- 


History: Para. (k) of the definition “investment contract” in subsec. 
12(11) redesignated as (1), and para. (k) added, by 1994, c. 21, sub- 
sec. 6(3), applicable to debt obligations issued after October 16, 


“Investment contract” in subsec. 12(11) substituted by 1994, c. 7, 
Sch. II (1991, c. 49), subsec. 7(3), applicable to 1985 et seq. except 


(a) in its application to the 1985 taxation year, the definition 
(b) in its application to the 1985 to 1989 taxation years, the def- 


(c) in applying para. (i) in respect of debt obligations acquired 
before 1990, the reference in that para. to “not more than one 
year” shall be read as a reference to “not more than 3 years”. 


Pre-RSC History: The definition “investment contract” was para. 


Para. 12(11)(a) substituted by 1990, c. 39, subsec. 4(4), applicable 
to 1985 et seq., except that in applying the para. in respect of debt 
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benture, a small business development bond, a small business 
bond or a prescribed contract); and 


Para. 12(11)(a) substituted by 1986, c. 55, subsec. 3(3), applicable 
to 1986 et seq. Para. 12(11)(a) formerly read: 


“investment contract”, in relation to a taxpayer, means any 

_debt obligation (other than a prescribed contract, an income 
bond, an income debenture, a small business development 
bond or a small business bond); and 


Para. 12(11)(a) amended by 1985, c. 45, subsec. 5(5), to substitute 
“or a small business bond” for “a small business bond or an obliga- 
tion in respect of which the taxpayer has, at periodic-intervals of 
less than three years, included, in computing his income throughout 
the period in which he held an interest in the obligation, the income 
accrued thereon for such intervals”, applicable to 1985 ef seq. 


Para. 12(11)(a) substituted by 1984, c. 1, subsec. 5(3), to add “a 
prescribed contract”, applicable to taxation years commencing after 
1981. : 


Regulations: 7000(6) (prescribed contract). 


Interpretation Bulletins [subsec. 12(11)]: IT-396R: Interest 
income; IT-415R2: Deregistration of RRSPs. 


Definitions [s. 12]: “allowable capital loss” — 38(b), 248(1); 
“amateur athlete trust” — 143.1(1)(a), 248(1); “amount” — 248(1); 
“anniversary day” — 12(11); “arm’s. length” —251(1); “assess- 
ment” — 248(1); “assistance”. — 79(4), 125.4(5),.248(16), 248(18); 
“automobile”, “bankrupt”, “business” — 248(1); “Canada” — 255; 
“Canadian resource property” — 66(15), 248(1); “corporation” — 
248(1), Interpretation Act 35(1); “credit union” — 137(6), 248(1); 
“deferred amount”, “dividend”, “employee”, “employee benefit 
plan”, “employee trust” — 248(1); “employees profit sharing 
plan” — 144(1), 248(1); “employer” — 248(1); “foreign affili- 
ate” — 95(1), 248(1); “foreign retirement arrangement” — 248(1); 
“income from property” — 9(1), 9(3); “income bond”, “income de- 
benture’’, “indexed debt obligation”, “individual”, “<nsurance corpo- 
ration’, “insurer” — 248(1); “investment contract” — 12(11); “in- 
vestment corporation” — 130(3), 248(1); “lending asset”, “life 
insurance corporation” — 248(1); “life insurance policy” — 
138(12), 248(1); “mineral resource”, “mineral” —' 248(1); “mort- 
gage investment corporation” — 130.1(6), 248(1); “mutual fund 
corporation” — 131(8), 248(1); “net income stabilization account”, 
“NISA Fund No. 2”, “person” — 248(1); “personal services busi- 
ness” — 125(7), 248(1); “prescribed”, “property” — 248(1); “prov- 
ince’ — Interpretation Act 35(1); “qualifying environmental 
trust — 248(1); “related” — 251(2); “resident in Canada” — 250; 
“retirement compensation arrangement’, “salary deferral arrange- 
ment’, “share” — 248(1); “small business bond” — 15.2, .248(1); 
“small business development bond” — 15.1, 248(1); “tar sands” — 
248(1); “tax payable” — 248(2); “taxable capital gain” — 38(a), 
248(1); “taxation year” — 249; “taxpayer” — 248(1); “trust” — 
104(1), 248(1), (3); “unit trust” — 108(2), 248(1). 


12.1 Cash bonus on Canada Savings 
Bonds — Notwithstanding any other provision of 
this Act, where in a taxation year a taxpayer receives 
an amount from the Government of Canada in re- 
spect of a Canada Savings Bond as a cash bonus that 
the Government of Canada has undertaken to pay 
(other than any amount of interest, bonus or princi- 
pal agreed to be paid at the time of the issue of the 
bond under the terms of the bond), the taxpayer 
shall, in computing the taxpayer’s income for the 
year, include as interest in respect of the Canada 
Savings Bond '/2 of the cash bonus so received. 


Related Provisions: 12(1)(c) — Interest. 
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Pre-RSC History: S. 12.1 substituted by 1986, c. 6, s..7, applica- 
ble with respect to amounts received after 1984. S. 12.1 formerly 
read: 


12.1 Cash bonus on Canada Savings Bond — Notwith- 
standing any. other provision of this Act, where in a taxation 
year a taxpayer receives any amount from the Government of 
Canada in respect of a Canada Savings Bond as a cash bonus 
that the Government of Canada has undertaken to pay (other 
than any amount of interest, bonus or principal agreed to be 
paid at the time of the issue of the bond under the terms of the 
bond) he shall, in computing his income for the year, include 
(a) the amount, or such portion thereof, if any, as the tax- 
payer may report, as interest; and 


(b) an amount equal to '/ of the amount, if any, by which 
(i) the amount received as a cash bonus 
exceeds | 
(ii) the portion of the amount reported as interest 
under paragraph (a) 
_as a taxable capital gain for the year from the disposition 
of a property. 
S. 12.1 added by 1974-75-76, c. 26, s. 5, applicable to 1974 et seq. 
Definitions [s. 12.1]: “amount” — 248(1); “Canada” — 255; 
“taxation year” — 249; “taxpayer” — 248(1). 
Regulations: 220 (information return). 


Forms: T600C: Statement of cash bonus payment — Canada Say- 
ings Bonds. 


12.2 (1) Amount to be included — Where in a 
taxation year a taxpayer holds an interest, last ac- 
quired after 1989, in a life insurance policy that is 
not . 


(a) an exempt policy, 
(b) a prescribed annuity contract, and 


(c) a contract under which the policyholder has, 
under the terms and conditions of a life insurance 
policy that was not an annuity contract and that 
was. last acquired before December 2, 1982, re- 
ceived the proceeds therefrom in the form of an 
annuity contract, 


on any anniversary day of the policy, there shall be 
included in computing the taxpayer’s income for the 
taxation year the amount, if any, by which the ac- 
cumulating fund on that day in respect of the interest 
in the policy, as determined in prescribed manner, 
exceeds the adjusted cost basis to the taxpayer of the 
interest in the policy on that day. 


S. 12.2(1) Income Tax Act, Part I, Div. B 
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Related Provisions: 12.2(5)— Amounts to be included; 
12.2(8)-(11) — Rules and definitions; 20(1)(c)(iv) — Interest de- 
ductibility; 20(20) — Disposal of life insurance policy or annuity 
contract; 56(1)(d.1) — Annuity payments included in income; 
87(2)G.4) — Amalgamation — accrual rules; 148(9)‘adjusted cost 
basis”G, 148(9)‘‘adjusted cost basis”L(b) — Adjusted cost basis; 
148(10) — Life annuity contracts. 


History: Subsec. 12.2(1) repealed and former subsec. 12.2(3) re- 
numbered as 12.2(1) and that portion preceding para. (a) amended 
to substitute “a taxpayer” for “a taxpayer (other than a taxpayer to 
whom subsection (1) applies)” by 1994, c. 7, Sch. If (1991, c. 49), 
subsecs. 8(1), (2), applicable with respect to life insurance policies 
last acquired after 1989. Subsec. 12.2(1) formerly read: 


12.2 (1) Amount to be included — In computing the income 
for a taxation year of a corporation, partnership, unit trust or 
any trust of which a corporation or partnership is a benefici- 
ary that holds ; 


(a) an interest, last acquired after December 1, 1982, in a 
life insurance policy , or 


(b) an interest, last acquired after December 19, 1980 and ~ 
before December 2, 1982 in an annuity contract under 
which annuity payments did not commence before De- 
cember 2, 1982, 


that is not 
(c) an interest in an exempt policy, or 


(d) an interest, last acquired before December 2, 1982, in 
a contract under which the policyholder has, under the 
terms and conditions of a life insurance policy that was 
not an annuity contract, received the proceeds therefrom 
in the form of an annuity contract, 


there shall be included the amount by which the accumulating 
fund at the end of the calendar year ending in the taxation 
year, as determined in prescribed manner, in respect of the’ 
interest exceeds the adjusted cost basis of the interest to the 
corporation, partnership, unit trust or trust at ae end of that 
calendar year. 


Pre-RSC History: Subsec. 12.2(3) substituted for subsecs. (2) to 
(4.1) by 1990, c. 39, subsec. 5(1), applicable (by subsec. 5(7), as 
amended by 1991, c. 49, s. 251) with respect to life insurance poli- 
cies last acquired after 1989. Subsecs. 12.2(2) to (4.1) formerly, 
read: 


(2) Interest not disposed of before 1985 — Where, before 
1985, a corporation, partnership, unit trust or any trust of- 
which a corporation or partnership is a beneficiary has not 
disposed of an interest in an annuity contract that was last 
acquired by it before December 20, 1980, 


(a) subsection (1) shall be read without reference to the 
words “after December 19, 1980-and”, and. 


(b) all that portion of subsection (1) following paragraph 
(d) thereof shall be read as follows: 


“there shall be included the amount by which the 
accumulating fund at the end of the calendar year 
ending in the taxation year, as determined in pre- 
scribed manner, in respect of the interest exceeds 
the aggregate of the adjusted cost basis of the in- 
terest to the corporation, partnership, unit trust or 
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trust at the end of the calendar year ending in:the 
taxation, year and the-amount, if any, at. the end of 
that calendar year of unallocated income accrued 
in respect of the interest before 1982, as -deter- 
mined i in prescribed manner.” 


_ for taxation ‘years, ending after December 30, 1984, with re- 


: " spect to that interest. 
a4 (3) Third anniversary amounts to if included — Where in 


a taxation year a taxpayer (other than a corporation, partner- 
ship, unit trust or any trust of which a corporation or aban 


ship is a beneficiary) holds an interest in 


(a) a life insurance policy last acquired after December 1, 
~ 1982, or 


(b) an annuity contract last acquired before December 2, 
1982 under which’ annuity payments did not commence 
before Decemiber'2, 1982, 


other than 


(c) an exempt policy, 
_(d) a prescribed annuity contract, or 


(e) a contract under which the policyholder has, under the 
terms.and conditions of a life insurance policy that was 
not an annuity contract and that was last acquired before 
December 2, 1982, received the proceeds. therefrom in 
the form of an annuity contract 


on a third anniversary of the policy or contract and in the tax- 


ation year or any preceding taxation year he has not made an 
election under subsection (4) in respect of his interest, there 


shall, be included in computing his income for the taxation 


year the amount by which the accumulating fund on that third 
anniversary, as determined in prescribed, manner, in respect 


' of his interest exceeds the aggregate of the adjusted cost basis 


of the interest to the taxpayer on that third anniversary and 
the amount, if any, on that third anniversary of unallocated 
income accrued in respect of the interest before 1982, as de- 
termined in prescribed manner. 


(4) Election — Where in a taxation year a taxpayer (other 
than a corporation, partnership, unit trust or any trust of 
which a corporation or partnership is a beneficiary) who 


holds an interest in 


(a) a life insurance policy Kohan than an annuity contract) 
last acquired after December 1, 1982, or 


(b) an annuity contract (other than a prescribed annuity 
contract) 


has, in the year or a preceding taxation year, elected in re- 
spect of that interest by notifying the issuer thereof in writing, 
he shall, in computing his income for the year, include the 
amount by which the accumulating fund at the end of the 
year, as determined in prescribed manner, in respect of that 
interest exceeds the aggregate of 


(c) the adjusted cost basis to him of the interest at the end 
of the year, and 


(d) the amount, if any, at that time of unallocated income 
accrued in respect of the interest before 1982, as deter- 
mined in prescribed manner. 


(4.1) Revocation of election — Where not later than. 120, 


days after the end of a taxation year a taxpayer revokes an 
election made under subsection (4) in respect of his interest in 
a life insurance policy or an annuity contract by notifying the 
issuer thereof in writing, the following rules apply for that 
year and each subsequent taxation year: 


(a) he shall be deemed for the purposes of subsection (3) 
not to have made an election under subsection (4) in re- 
spect of his interest; and 


(b) he is not entitled to make an election under subsection 
(4) in respect of his interest. 
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Subsec, 12.2(4.1) added: by 1985; ci 45, s, 6, applicable to-1985 et 
seq. 21 OR | 
Subsec. 12.2(4) substituted by 1984, \c:.45,:s. 6, applicable to taxa- 
tion years commencing after 1982. Subsec. 12.2(4) formerly read: 


(4) Election — Where in a taxation: year a taxpayer who 
holds an interest in 


(a) a life 1 insurance policy (other than an annuity contract) 
last acquired after December 1, 1982, or 


(b) an annuity contract (other than a contract der which 
annuity payments have commenced) 


elects under this subsection by notifying the issuer thereof in 
writing, he shall, in computing his income for the taxation 
year and each subsequent taxation year during which he holds 
the interest; include the amount by which the accumulating 
fund at the end of the taxation year, as determined ‘in :pre- 
scribed manner, in respect of his interest exceeds’ the cao 
gate of 


(c) the adjusted cost basis to him of the interest at the end 
‘of the year, and 


(d) the amount, if any, at that time of unallocated income 
accrued in respect of the interest before 1982, as deter- 
mined in prescribed manner. 


(For earlier history, see end of s. 12.2.) 


Regulations [subsec. 12.2(1)]: 201(5) (information return); 304 
(prescribed annuity contract); 307 (accumulating fund). 
Interpretation Bulletins [subsec. 12.2(1)]: IT-87R2: Policy- 
holders’ income from life insurance policies; IT-355R2: Interest on 
loans to buy life insurance policies and annuity contracts, and inter- 
est'on policy loans; IT-365R2: Damages, settlements and similar re- 
ceipts; IT-415R2: Deregistration of RRSPs. 


Advance Tax Ruling: ATR- 2 Structured settlement: ATR- 68: 
Structured ‘settlement. 


(2)-(4.1) [Repealed under former: Act] 
Pre-RSC History: See subsec. 12.2(1). 


(5) Idem — Where in a taxation year subsection (1) 
applies with respect to a taxpayer’s interest in an an- 
nuity contract (or would apply if the contract had an 
anniversary day in the year at a time when the tax- 
payer held the interest), there shall be included in 
computing the taxpayer’s income for the year the 
amount, if any, by which 


(a) the total of all amounts each of which is an 
amount determined at the end of the year, in re- 
spect of the interest, for any of H to L in the defi- 
nition “adjusted cost basis’ in subsection 148(Q9) 


exceeds 


(b) the total of all amounts each of which is an 
amount determined at the end of the year, in re- 
spect of the interest, for any of A to-G in the defi- 
nition referred to in paragraph (a). 
History: That portion of subsec. 12.2(5) preceding para. (a) substi- 
tuted by 1994, c. 7, Sch. II (1991, c. 49), subsec. 8(3), applicable 
with respect to life insurance policies last acquired after 1989. That 
portion formerly read: 
(5) Idem — Where in a taxation year subsection (1) or (3) 
applies with respect to a taxpayer’s interest in an annuity con- 
tract, there shall’ be included in computing the taxpayer’s in- 
come for the year the amount, if any, by which 


Pre-RSC History: Subsec. 12.2(5) substituted for subsecs. (5) to 
(7) by 1990, c. 39, subsec. 5(2); applicable. (by subsec. 5(7), as 


S. 12.2(5) 


amended by 1991, c. 49, s. 251) with respect to life insurance poli- 
cies last acquired after 1989. Subsecs. 12.2(5) to (7) formerly read: 


(5) Amounts to be included — Where in a taxation year 
subsection (1), (3) or (4) applies with respect to a taxpayer’s 
interest in an annuity contract, or would apply if the contract 
had a third anniversary in the year, and at the end of the year 


(a) the aggregate of all amounts each of which is an 
amount determined under any of subparagraphs 
148(9)(a)(vi) to (xi) in respect of his interest 


exceeds 


(b) the aggregate of all amounts each of which is an 
amount determined under any of subparagraphs 
148(9)(a)(@) to (v.1) in respect of his interest, 


there shall be included in computing the income of the tax- 
payer for the year the amount by which the aggregate deter- 
mined under paragraph (a) exceeds the aggregate determined 
under paragraph (b). 


(6) Application — Subsection (1) does not apply in comput- 
ing the income of a taxpayer for a taxation year if his interest 
in the annuity contract was last acquired before December 20, 
1980, and 


(a) he could not, in the period after December 19, 1980 
and before the end of the taxation year, require the repay- 
ment, acquisition, cancellation or conversion of his inter- 
est (other than by reason of a failure or default under the 
terms or conditions thereof) and the maturity date of the 
contract has not been extended and the terms or condi- 
tions relating to payments in respect of his interest have 
not been changed in that period; or 


(b) the cash surrender value of his interest has not, in the 
period referred to in paragraph (a), exceeded the aggre- 
gate of premiums paid in respect of the interest. 
(7) ldem — Subsection (3) does not apply in computing the 
income of a taxpayer for a taxation year if his interest in the 
annuity contract was last acquired before December 2, 1982 
and 
(a) he could not, in the period after December 1, 1982 
and before the end of the taxation year, require the repay- 
ment, acquisition,.cancellation or conversion of his inter- 
est (other than by reason of a failure or default under the 
terms or conditions thereof) and the maturity date of the 
contract has not been extended and the terms or condi- 
tions relating to payments in respect of his interest have 
not been changed in that period; or . 
(b) the cash surrender value of his interest has not, in the 
period referred to in paragraph (a), exceeded the aggre- 
gate of premiums paid in respect of the interest. 
(For earlier history; see end of s, 12.2.) 
Regulations: 201(5) (information return). 
Interpretation Bulletins: IT-355R2: Interest on loans to buy life 
insurance policies and annuity contracts, and interest on policy 
loans. 


(6), (7) [Repealed under former Act] 
Pre-RSC History: See under subsec. 12.2(5). 


(8) Deemed acquisition of interest in annu- 
ity — For the purposes of this section, the. first pre- 
mium that was not fixed before 1990 and that was 
paid after 1989 by or on behalf of a taxpayer under 
an annuity contract, other than a contract described 
in paragraph (1)(d) of this section, or paragraph 
12.2(3)(e) of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952, or to which sub- 
section (1) of this section or subsection 12.2(4) of 
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the Income Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, applies (as those paragraphs 
and subsections, the numbers of which are those in 
force immediately before December 17, 1991, read 
in their application to life insurance policies last ac- 
quired before 1990) or to which subsection 12(3) ap- 
plies, last acquired by the taxpayer before 1990 (in 
this subsection referred to as the “original contract’) 
shall be deemed to have been paid to acquire, at the 
time the premium was paid, an interest in a separate 
annuity contract issued at that time, to the extent that 
the amount of the premium was not fixed before 
1990, and each subsequent premium paid under the 
original contract shall be deemed to have been paid 
under that separate contract to the extent that the 
amount of that subsequent premium was not fixed 

before 1990. : 


History: Subsec. 12.2(8) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 8(4), applicable with respect to premiums paid after 
1989. Subsec. 12.2(8) formerly read: 


(8) Deemed acquisition of interest in annuity — For the 
purposes of this section, the first premium that was not fixed 
before 1990 and that was paid after 1989 by or on behalf of a 
taxpayer under an annuity contract (other than a contract de- 
scribed in paragraph (1)(d) or (3)(c)/or a contract to which 
subsection (1) or (3) or 12(3) applies) last acquired by the 
taxpayer before 1990 (in this subsection referred to as the 
“original contract”) shall be deemed to have been paid  to-ac- 
quire, at the time the premium was paid, an interest in a sepa- 
rate annuity contract issued at that time and each subsequent 
premium paid under the original contract shall be ican to 
have been paid under that separate contract. 


Pre-RSC History: Subsec. 12.2(8) substituted by 1990, c. 39, 
subsec. 5(3), applicable with respect to premiums igs after 1989. 
Subsec. 12.2(8) formerly read: 


(8) Presumption — For the purposes of this section, the first 
premium that was not fixed before December 2, 1982 and that 
was paid on or after that date by or on behalf of a taxpayer 
under an annuity contract (other than a contract described in 
paragraph (1)(d) or (3)(e) or a contract to which subsection 
(1), (3) or (4) or 12(3) applies or would apply in a year if the 
contract had a third anniversary in the year) last acquired by 
the taxpayer before that date (in this subsection referred to as 
the “original contract’) shall be deemed to have been paid to 
acquire, at the time the premium was paid, an interest in a 
separate annuity contract issued at that time, to the extent that 
the amount of the premium was not fixed before December 2, 
1982, and each subsequent premium paid under the original 
contract shall be deemed to have been paid under such sepa- 
rate contract to the extent that the amount of the premium was 
not fixed before December 2, 1982. 


(For earlier history, see end of s. 12.2.) 


I.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-355R2: Interest on loans to buy life 
insurance policies and annuity contracts, and interest on policy 
loans. 


(9) [Repealed under former Act] 


Pre-RSC History: Subsec. 12.2(9) repealed by 1990, c. 39, sub- 
sec. 5(4), applicable (by subsec. 5(7), as amended by 1991, c. 49, s. 
251) with respect to life insurance policies last acquired after 1989. 
Subsec. 12.2(9) formerly read: 


(9) Rules where premium paid — Where, at any time after 
December 1, 1982, a prescribed premium (other than a pre- 
mium referred to in subsection’(8)) has been paid by or on 
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behalf of a taxpayer in respect of an interest in a life insur- 
ance policy last acquired on or before that date, and 
(a) the policy is not an exempt policy, or 
(b) there has been a prescribed increase in any benefit on 
death under the policy, 
this Act applies after that time with respect to his interest in 
the policy as if 
(c) subsections (1), (3) and (4) and 148(4), paragraph 
148(2)(b) and clause 148(9)(e.2)(iv)(A) were read with- 
out reference to the words “last acquired after December 
Les 2r3 
(d) subsection (1) were read without reference to para- 
graph (d) thereof; 
(e) subsection (3) were read without reference to para- 
graph (e) thereof; 
(f) subsection 148(6) were not applicable; 
(g) subparagraph 148(9)(a)(ix) were read as follows: 


“(ix) in the case of an interest in.a life. insurance 
policy (other than an annuity contract), the aggre- 
gate of all amounts each of which is the net cost of 
pure insurance in respect of the interest, as deter- 
mined in prescribed manner, immediately before 
the end of the calendar year ending in a taxation 
year commencing after the later of 
(A) May 31, 1985, and 


(B) the end of the year before the year in 
which subsection 12.2(9) first applied in re- 
spect of the interest, and 


before that time,”; 


(h) subparagraph 148(9)(c)(Gx) were read without refer- 
ence to clause (A) thereof; and 
(i) all that portion of subparagraph 148(9) (e.1)(4i1) pre- 
ceding clause (A) thereof were read as follows: 
“(ii) that portion of any amount paid, after the 
later of May 31, 1985 and the time at which ‘sub- 
section 12.2(9) first applied in respect of the inter- 
est, under the policy with respect to” 


and, for the purposes of this subsection, paragraph 148(10)(d) 
shall be read without reference to the expression ‘‘(other than 
a conversion into an annuity contract)”. 


(For earlier history, see end of s.. 12.2.) 
Regulations: 309 (prescribed premium, prescribed increase). 


(10) Riders — For the purposes of this Act, a rider 
added at any time after 1989 to a life insurance pol- 
icy last acquired before 1990 that provides additional 
life insurance is deemed to be a separate life insur- 
ance policy issued at that time unless 


(a) the policy is an exempt policy last acquired 
after December 1, 1982 or an annuity contract; or 


(b) the only additional life insurance provided by 
the rider is an accidental death benefit. 


Related Provisions: 87(2)(j.4) — Amalgamation — accrual 
rules. 


History: Subsec. 12.2(10) amended by 1998, c. 19, s. 72, applica- 
ble to riders added after 1989. The subsec. formerly read: 


(10) For the purposes of this Act, any rider added at any time 
after 1989 to a life insurance policy (other than an annuity 
contract) last acquired before 1990 that provides for addi- 
tional life insurance (other than an accidental death benefit) 
shall be deemed to be a separate life insurance policy issued 
at that time. 
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Pre-RSC History: Subsec. 12.2(10) amended by 1990, c. 39, 
subsec. 5(5), to substitute “after 1989” for “after December 1, 1982” 
and “before 1990” for “before December 2, 1982”, applicable with 
respect to riders added after 1989. 


(For earlier history, see end of s. 12.2.) 


(11) Definitions — In this section and paragraph 
56(1)(d.1) of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952, 

Related Provisions: 20(1.2) — Definitions in 12.2(11) apply to 
20(1)(c). ) f 

I.T. Application Rules: 69 (meaning of “7Jncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


“anniversary day” of a life insurance policy means 


(a) the day that is one year after the day immedi- 
ately preceding the day on which the policy was 
issued, and 


(b) each day that.occurs. at each. successive one- 
year interval after the day determined under para- 
graph (a); . 
History: “Anniversary day” in subsec. 12.2(11) substituted by 
1994, c, 7, Sch. Il (1991, c. 49), subsec. 8(5), applicable with’ re- 
spect to life insurance policies last acquired after 1989, That defini- 
tion formerly read: 


“anniversary day” of a life insurance policy means the last 
day of each calendar year ending after the policy was issued; 


Pre-RSC History: The definition “anniversary. day”. was para. 
12.2(11)(b). 


Para. 12.2(11)(b) substituted by 1990, c. 39, subsec. 5(6), applicable 
(by subsec. 5(7), as amended by 1991, ¢. 49, s. 251) with respect to 
life insurance policies last acquired after 1989. Para. 12.2(11)(b) 
formerly read: 


(b) “third anniversary” — “third anniversary” of a life insur- 
ance policy means 
(1) the end of the day that is three years after the end of 
the calendar year of issue of the policy, and 


(ii) the end of the day that occurs at every successive 
three year interval from the time determined under sub- 
paragraph (1) 
and for the purposes of this paragraph, where before 1985 a 
taxpayer has not disposed of an interest in an annuity contract 
last acquired by him before December 2, 1982, the contract 
shall be deemed to have been issued on December 31, 1984. 


“exempt policy” has the meaning prescribed by 
regulation. | 
Related Provisions: 148(9)“adjusted cost basis”. 


Pre-RSC History: The definition “exempt policy” was para. 
12.2(11)(a). 


Regulations: 306 (meaning of “exempt policy”). 


(12) Application of subsecs., 138(12) and 
148(9) — The definitions in subsections 138(12) 
and 148(9) apply. to this section. 


Origin of subsec. 12.2(12): R.S.C. 1985, c. 1. (Sth Supp.) (for- 
merly contained in the opening words, of subsecs. 138(12) and 
148(9)). 


(13) Application of subsec. 148(10) — Subsec- 
tion 148(10) applies to this section. 


Origin of subsec. 12.2(13): R.S.C. 1985, c. 1 (Sth Supp.) (for- 
merly contained in the opening words of subsec. 148(10)). 


S. 12.2 


Pre-RSC History [s. 12.2]: S. 12.2 added by 1980-81-82-83, ¢. 
140, 's. 5, subsecs. 12.2(1), (3)(7), (10) applicable to taxation years 
commencing after 1982. 


Definitions [s. 12.2]: “acquired” — 12.2(13), 148(10)(c), (e); 
“adjusted cost basis” — 148(9), 248(1); “amount” — 12.2(12), 
148(9), 248(1); “anniversary day” — 12.2(11); “annuity” — 248(1); 
“cash surrender value” + 12.2(12), 148(9);) “eorporation” — 
248(1), Interpretation Act 35(1); “exempt policy” —~ 12.2(11); “in- 
surer” — 12.2(13), 148(10)(a);. “life. insurance..policy” —.138(12), 
248(1); “life insurer” — 12.2(13), 148(10)(a), 248(1); “person” — 
248(1); “person whose life was insured” — 12.2(13), 148(10)(b); 
“premium” — 12.2(12), 148(9); “prescribed”, 
248(1); “taxation year” — 249; “taxpayer? — 248(1);. “trust” — 
104(1), 248(1), (3); 


Interpretation Bulletins: [T-355R2: Interest on loans to buy life 
insurance policies and annuity contracts, and interest on policy 
loans; IT-363R2: Deferred profit sharing plans — deductibility of 
employer contributions and taxation of amounts received by a bene- 
ficiary; IT-415R2: Deregistration of RRSPs. 


12.3 Transition inclusion re unpaid claims re- 
serve — Where an amount has been deducted under 
subsection 20(26) in computing the income of an in- 
surer for its taxation year that includes February 23, 
1994, there shall be included in computing the in- 
surer’s income for that taxation year and each subse- 
quent taxation year that begins before 2004, the pre- 
scribed portion for the year of the amount SO 
deducted. 

Related Provisions: 87(2)(g.1) — Amalgamation — continuing 
corporation; 138(11.5)(k) — Transfer of business BY: non-resident 
insurer, 


History: S. 12.3 amended by 1995, c. 3, s. 3, applicable to taxation 
years that end after February 22, 1994. S. 12.3 formerly read: 


12.3 Net reserve inclusion— Where a taxpayer has de- 
ducted an amount under subsection 20(26) in computing the 
taxpayer’s income for the taxpayer’s first taxation year that 
commences after June 17, 1987 and ends after 1987, there 
shall be included in computing the taxpayer’s income for 
each of the taxation years ending after 1988 and. commencing 
before 1993, the prescribed amount of the taxpayer’s net re- 
serve inclusion for that year. 


Pre-RSC History: S. 12.3 added by 1988, c. 55, s. 5, applicable to 
taxation years and fiscal periods commencing after June 17, 1987 
that end after 1987. . 


Definitions. [s.° 12.3]: “amount”, “insurer”, “prescribed” — 
248(1); “taxation year” — 11(2), 249; “taxpayer” — 248(1). 


Regulations: 8100(1) (prescribed amount of net reserve inclusion 
for former 12.3); 8101(2) (draft) (prescibed amount). 


12.4 Bad debt inclusion — Where, in a taxation 
year, a taxpayer disposes of a property that was'a 
property described in an inventory of the. taxpayer 
and in the year or a preceding taxation year an 
amount has been deducted under paragraph 20(1)(p) 
in computing the taxpayer’s income in respect of the 
property, there shall be included in computing the 
taxpayer’s. income for the year from the business in 
which the property was used or held, the amount, if 
any, by which 
(a) the total of allcamounts deducted under para- 
graph 20(1)(p): by. the taxpayer in respect of the 
property in computing the taxpayer’s. income for 
the year or a preceding taxation year 
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exceeds 


(b) the total of all amounts included under para- 
graph 12(1)(i) by the taxpayer in respect of the 
property in computing the taxpayer’s income for 
the year or a preceding taxation year. 
Related Provisions: 26(3) — Banks — write-offs and recov- 
eries; 87(2)(g.1) — Amalgamations; 138(11.5)(k) — Transfer of 
business by non-resident insurer; 142. UP seintpmann ii deemed 
disposition of mark-to-market debt obligation. 
Pre-RSC History: S. 12.4 added by 1988, c.'55,'s°5, applicable to 
taxation years and fiscal periods commencing after June 17, 1987 
that end after 1987. ; 


99 66. 


inventory ; 


” es 


Definitions [s. 12.4]: “amount”, “business”, prop- 
erty” —248(1);) “taxation year” —11(2),,.249;: “taxpayer” — 
248(1). 


Interpretation Bulletins: [T-442R: Bad debts and. reserves for 
doubtful: debts. : 


13. (1) Recaptured depreciation — Where, at 
the end of a taxation year, the total of the amounts 
determined for E to J. in the. definition “un- 
depreciated capital cost” in subsection (21) in re- 
spect of a taxpayer’s depreciable property of a par- 
ticular prescribed class exceeds the total of the 
amounts determined for A to D in that definition in 


respect thereof, the.excess shall, be included in com-. 


puting the taxpayer’s income for the year. 


Related Provisions: 13(3) — Interpretation where taxpayer is an 
individual; 13(5.2) — Where taxpayer paid rent for property before 
acquiring, it; 13(5.3) — Rules applicable; 13(8) — Property dis- 
posed of after ceasing business; 13(13) — Deductions; 13(15) — 
Vessel disposed of before 1974; 20(16) — Terminal loss where A to 
D exceed E to J and no property left in class; 28(1)(d) — Inclusion 
in farming or fishing income when using cash method; 104(5)(b), 
(c) — Trusts — 21-year deemed ‘disposition: rule; 110.6(1) — “in- 
vestment income’; 115(1)(a)Gii.2) — Non-resident’s taxable in- 
come earned in; Canada; 216(6)— Non-residents. See additional 
Related provisions and Definitions at-end of.s. 13. 


Pre-RSC History: Subsec. 13(1) substituted by 1988, c. 55, sub- 
sec. 6(1), applicable to: 1985 et seg: Subsec.. 13(1). formerly. tead: 


13. (1) Where, at the end of a taxation year, the aggregate of 
all amounts determined under subparagraphs (21)(f)(@ii) to 
(viii) in respect. of depreciable property of a particular pre- 
scribed class of a taxpayer exceeds the aggregate of all 

amounts determined under subparagraphs (21)(f)() to Gi.1) in. 
respect of depreciable property of that class ‘of the taxpayer, 
the excess shall be included in computing the i income, of the. 
taxpayer for that taxation year. 


Subsec. 13(1) substituted by, 1980-81-82-83,.c. 48, ive “5(L), 2 ap- 
plicable to taxation years ending after December 11, 1979, to substi- 
tute “(viii)” for “(vi)” ‘and “to (i-1)” for “and (ii). 

Subsec. 13(1) substituted for subsecs. 13(1), (1.1), (2) by 1976-77, 
c. 4, subsec. 3(1), applicable in respect of taxation years commenc- 
ing after May 25,1976. Subsecs. 13(1), (1.1),.(2) formerly read: 


13. (1) Excess of proceeds over undepreciatéd capital ~ 
cost — Where depreciable property of a taxpayer of a pre+ 
scribed class has, in a taxation year, been disposed of and the 
proceeds of disposition exceed the undepreciated capital cost 
to him of depreciable property of that class immediately 
before the disposition, the lesser of 


(a) the amount of the excess, and 


(b) the amount that the excess would be if the property 
had been, disposed of for the capital cost thereof to the 
taxpayer, 
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shall be included in computing his income for the year. 


(1.1) Determination of net amount — Notwithstanding sub- 
section (1), where in a taxation year a timber resource, prop- 
erty of a taxpayer has been disposed of, there shall be in- 
cluded in computing his income for the year the amount, if 
any, by which 


(a) the proceeds of disposition thereof, 
exceeds 


(b) the undepreciated capital cost to him, immediately 
before the disposition, of depreciable property of a pre- 
scribed class in which the timber resource was included. 


(2) Determination of net amount— Where one or more 
amounts are by subsection (1) or (1.1) required to be:included 
in computing a taxpayer’s income for a taxation year in re- 
spect of the disposition of depreciable property of a pre- 
scribed class and the taxpayer has, during the year but follow- 
ing the disposition, acquired further depreciable property of 
that class, notwithstanding subsections (1) and (1.1). and para- 
graph (21)(f), the following rules apply: 


(a) if the aggregate of the amounts that would, according 
to the terms of subsection (1) or (1.1), be included there- 
under in computing his income is equal to or exceeds the 
amount that would, according to the terms of paragraph 
(21)(f), be the undepreciated capital cost to him of depre- 
ciable property of that class at the end of the year before 
any deduction is made under paragraph 20(1)(a) for that 
year, 


(i) the amount to be included in computing his in- 
come for the year under subsection (1) or (1.1) in re- 
spect of dispositions of depreciable property of that 
class is that aggregate minus the amount that would 
be that undepreciated capital cost, and 


(ii) the undepreciated capital cost to him of deprecia- 
ble property of that class at the end of the year is nil; 
and 


(b) if the aggregate of the amounts that would, according 
_ to the terms of subsection (1) or (1.1), be included there- 
under in computing his income is less than the amount 
that would, according to the terms of paragraph (21)(f), 
be the undepreciated capital cost to him of depreciable 
property of that class at the end of the year before any 
deduction is made under paragraph 20(1)(a) for that year, 


(i) no amounts shall be included in computing his in- 
come for the year in respect of depreciable property 
of that class under subsection (1) or (1.1), and 


(ii) the undepreciated capital cost to him of deprecia- 
ble property of that class at the end of the year before 
any deduction is made under paragraph 20(1)(a) for 
the year is the amount that it would be according to 
the terms of paragraph (21)(f) minus that aggregate. 


Subsec. 13(1.1) added and 13(2) substituted to add references to 
subsec. (1.1) by 1974-75-76, c. 26, subsec. 6(1), applicable in re- 
spect of timber resource properties acquired after May 6, 1974. 


Selected Cases [subsec. 13(1)]: Odyssey Industries Inc. v. 
Canada, [1996] 2 C.T.C. 2401 (TCC) (Recaptured CCA is not 
profit from sale of assets; no reserve applicable where proceeds of 
disposition paid over time); Olympia and York Developments Ltd. v. 
The Queen, [1980] C.T.C. 265 (FCTD) (Conditional sale under sus- 
pensive condition was disposition for recapture purposes); The 
Queen v. Moulds, [1978] C.T.C. 146 (FCA) (Despite not having dis- 
puted reassessment eight years earlier, vendor not estopped from 
claiming no part of purchase price allocated to buildings where pur- 
chaser destroyed them upon closing; terminal loss permitted); The 
Queen v. Baziuk, [1976] C.T.C. 787 (FCTD) (Purchase price allo- 
cated to building destroyed before closing pursuant to contract con- 
stituted proceeds of disposition for recapture purposes); Zeal and 
Gold Ltd. v. MNR, [1973] C.T.C. 129. (FCTD) (Compensation. re- 


S. 13(3) 


sulting in recapture attributed to year claim acknowledged by in- 
surer, not year paid); Stanley v.. MNR, [1972] C.T.C. 34 (SCC) 
(Value greater than undepreciated capital cost allocated to building 
even though purchaser desired only land); Lea-Don Canada Ltd. v. 
MNR, |1970] C.T.C. 346 (SCC) (In non-arm’s length sale of asset to 
parent company, proceeds deemed to be fair market value). 


I.T. Application Rules: 20(2) (income from farming or sine — 
property acquired before 1972). 


Interpretation Bulletins: IT-121R3: Election to capitalize cost of 


_ borrowed money; IT-267R2: CCA — vessels; IT-288R2: Gifts of 


capital properties to a charity and others; IT-418: Partial disposi- 
tions of property; IT-478R: CCA — recapture and terminal loss; IT- 
481: Timber resource property and timber limits. 


(2) Idem — Notwithstanding subsection (1), where 
an excess amount is determined under that subsec- 
tion at the end of a taxation year in respect of a pas- 
senger vehicle having a cost to a taxpayer in excess 
of $20,000 or such other amount as .may be pre- 
scribed, that excess amount shall not be included in 
computing the taxpayer’s income for the year but 
shall be deemed, for the purposes of B in the defini- 
tion “undepreciated capital cost” in subsection (21), 
to be an amount included in the taxpayer’s income 
for the year by reason of this section. 
Related Provisions: 13(3) — Interpretation where taxpayer is an 
individual; 13(7)(g) — Limitation on capital cost of automobile; 
13(8) — Disposition after ceasing business; 20(16.1) — Terminal 
loss — vehicles; 67.2 — Interest on money borrowed for passenger 
vehicle; Reg. 1100(2.5) — 50% CCA in year of disposition. See ad- 
ditional Related provisions and Definitions at end of s. 13. 
Pre-RSC History: Subsec. 13(2) substituted by 1990, c. 39, sub- 
sec. 6(1), applicable with respect to fiscal periods and taxation years 
commencing after June 17, 1987 that end after 1987. Subsec. (2) 
formerly read: 
(2) Notwithstanding subsection (1), where the excess amount 
determined at the end of a taxation year under that subsection 
is in respect of 
(a) a motor vehicle owned by a taxpayer who is an indi- 
vidual, other than a trust, except where all or substan- 
tially all of the distance travelled by the vehicle through- 
out the period that he owned it was for the purpose of 
earning income, or 
(b) a passenger vehicle, having a cost to a taxpayer in 
excess of $20,000 or such other amount as may be pre- 
. scribed, owned, by a trust, partnership, or corporation, 
that excess amount shall not be included in computing the 
taxpayer’s income for the year but shall be deemed, for the 
purposes of subparagraph (21)(f)(ii), to be an amount in- 
cluded in the taxpayer’s income for the year by reason of this 
section. 


Subsec. 13(2) added by 1988, c. 55, subsec. 6(2), applicable to taxa- 


tion years and fiscal periods commencing after June 17, ASL that 
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end after 1987. 

For former subsec. 13(2), see History under subsec. 13(1). 
Regulations: 7307(1) (prescribed amount). 

Interpretation Bulletins: IT-478R: CCA — recapture and termi- 
nal loss; IT-521R: Motor vehicle expenses claimed by self-em- 
ployed individuals; IT-522R: Vehicle, travel and sales expenses of 
employees. 


1.T. Technical News: No.. 10 (1997 deduction limits and benefit 
rates for automobiles). 


(3) “Taxation year”, “year” and “income” of 
individual — Where a taxpayer is an individual 
whose income for a taxation year includes income 


S. 13(3) 


from a business the fiscal period of which does not 
coincide with the calendar year and depreciable 
property acquired for the purpose of gaining or pro- 
ducing income from the business has been disposed 
of, 


(a) for greater certainty, each reference in subsec- 
tions (1) and (2) to a “taxation year” and “year” 


and 


(b) a reference in subsection (1) to “the income”, 


shall be read as a reference to “the income from 
the business’. 


Related Provisions: 13(8) — Property. disposed of after ceasing 


business; 20(16.2) — Same rule applies for purposes of subsecs. 
20(16) and (16.1). See additional Related LEY and Definitions 
at end of s. 13. 


Pre-RSC History: Para. 13(3)(a) also referred to subsecs. 20(1 6) 
and (16.1). (See now: subsec. 20(16.2).) 


Para. 13(3)(a) substituted by 1990, c. 39, subsec. 6(2), applicable 
with respect to fiscal periods and taxation years commencing after 
June. 17, 1987 that end after 1987. Para. (a) formerly read: 


(a) for greater certainty, a reference in subsections (1) and 
20(16) to a “taxation year” shall be read*as a reference to a 
“fiscal period’, and 


Para: 13(3)(a) substituted by 1977-78, c-1, cibeas ofa, applicable 
to taxation years commencing after May 25, 1976 and ending after 
March 31, 1977, to add reference to subsec. 20(16). 


Paras. 13(3)(a), (b) substituted by 1976-77, c. 4, subsec. 3(2), appli- 
cable in respect of taxation years commencing after 2 Zoe tO: 
Paras. (a), (b) formerly read: 


(a) for greater certainty, a reference in’ subsection (1), (1.1) or 
(2) to a “taxation year” or “the year” shall be read as a refer- 
ence to a “fiscal period” or “the period”; and 

(b) a reference in subsection (1), (1.1) or (2) to “his income” 
shall be read as a reference to “his income from the 
business’”’. 


Subsec. 13(3) substituted by 1974-75-76, c. 26, subsec. 6(1), appli- 
cable in respect of timber resource properties acquired after May 6, 
1974, to add reference to subsec. (1.1). 


Interpretation Bulletins: IT-172R: CCA — taxation year of indi- 
viduals; IT-478R: CCA — recapture and terminal loss. 


(4) Exchanges of property — Where an amount 
in respect of the disposition in a taxation year (in this 
subsection referred to as the “‘initial year’) of depre- 
ciable property (in this section referred to as the 
“former property”) of a prescribed class of a tax- 
payer would, but for this subsection, be the amount 
determined. for F or G in the definition “un- 
depreciated capital cost” in subsection (21) in re- 
spect of the disposition of the former property that 1s. 
either 


(a) property the proceeds of disposition.of which 
were proceeds referred to in paragraph (b), (c) or 
(d) of the definition “proceeds of disposition, in 
subsection: (21), or 


(b) a property that was, immediately before the 
disposition, a former business property of the 
taxpayer, 
and the taxpayer so elects under this subsection in 
the taxpayer’s return of income for the taxation year 
in which the taxpayer acquires a depreciable prop- 


shall be read as a reference to a “fiscal period”; 
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erty of a prescribed class of the taxpayer that is a 


replacement property for the taxpayer’s former : 


property, 


(c) the amount otherwise determined for F or G_ 


in the definition “undepreciated capital cost’? in 
subsection (21) in respect of the disposition of the 


former property shall be reduced by the lesser of 


(i) the. amount, if any,.by which the amount 
otherwise determined for F or G in that defini- 
tion exceeds the undepreciated capital cost to 
the taxpayer of property of the prescribed 
class to which the former property belonged at 
the time immediately before the time that the 
former property was disposed of, and 


(ii) the amount that has been used by the tax- 
payer to acquire 


(A) where the former property is referred 
to in paragraph (a), before the end of the 
second taxation year following the initial 
year, or 


(B) in any other case, before the end of the 
first taxation year following the initial 
year, 


a replacement ‘property of a prescribed class 
that has not been disposed of by the taxpayer 
before the time at which the taxpayer disposed 
of the former property, and 


(d) the amount of the reduction determined under 
paragraph (c) shall be deemed to be proceeds of 
disposition of a depreciable property of the tax- 
payer that had a capital cost equal to that amount 
and that was. property of the same class as the re- 
placement property, fom a disposition ans on 
the later of 


(i) the time the replacement propenty was ac- 
quired by the taxpayer, and 


(11) the time the former property was disposed 
of by the taxpayer. 


Related Provisions: 13(4.1) — Replacement property for a for- 
mer property; 13(18) — Reassessments; 14(6) — Parallel rule for 
eligible capital property; 44(1) — Parallel rule for capital gains pur- 
poses; 44(4) — Deemed election; 44(6) — Deemed proceeds of dis- 
position; 87(2)(1.3) — Amalgamations — replacement property; 
96(3) — Election by members of partnership; 220(3.2), Reg. 


600(b) — Late filing of election or revocation. See additional Re-’ 


lated provisions and Definitions at end of s: 13... 


History: The portion of subsec. 13(4) between paras. (b) and (c) 
amended by 1998, c. 19, subsec. 73(1), 
former properties that occur after the 1993 taxation year. That en 
tion formerly read: 


and the taxpayer so elects under this subsection in the tax- ~ 


payer’s return of income under this Part for the year in which 


the taxpayer acquires, as a replacement for the former prop- ~ 
erty, a property (in this subsection referred to asa sein ba + 


ment property”’), 


Pre-RSC History: Subsec. 13(4) substituted by 1977. LS eae oll 


subsec. 6(2), applicable to dispositions of property after March 31, 
1977, Subsec. (4) formerly read: 


(4) Insurance and compensation prodedsebeowniars an 
amount that would otherwise be included in’ computing the 


applicable to dispositions of. 


Subdiv. b — Business or Property 


. income of a taxpayer for a taxation year (hereinafter referred 
» to as the “initial year”) by virtue of this section is 


(a) an amount receivable, in respect of loss or destruction 
Of property of ‘a prescribed class, 


ou! saa) under a policy of insurance, or 


(ii) otherwise as compensation for the property so 
ee 2 lost or destroyed, or 


(b) an amount receivable as LsbandhasalBG for property of 
a prescribed class: taken under statutory authority or as 
the sale price of property sold to a person by whom no- 
tice of an intention to take it under statutory authority 
was given, 


the following rule applies: 


(c) the amount shall, to the Seat that it fils been used by 
Bast} a taxpayer 


(i) before the end of the time certified by the Minis- 
_ ter of Industry, Trade and Commerce to be'a‘reason- 

able time following the initial year, if the property so 
We lost, destroyed, taken»or sold: was a vessel, or 


(ii) before the end of the second taxation year follow- 
. Ing the initial year if the property is not property re- 
ferred to in subparagraph (1) 


to acquire, as a replacement for the property referred to in 
paragraph (a) or (b), a property (in this section referred to 
as “replacement property”) of a prescribed class that has 
not been disposéd of by the taxpayer before the time the 

+, >property referred to in ae tele (a) or set was disposed 
of 


(iii) subject to, sibaaaarial: (iy), not, be included in 
computing the income of the taxpayer for the initial 
year, and 


(iv) be deemed to be proceeds of disposition of a de- 
preciable property of the taxpayer, that hada capital 
cost equal to the amount of those proceeds and that 
“) was property of the same class as the replacement 
property, from a disposition made onthe later of 


_(A) the time the replacement property was ac- 
quired, or 


(B) the time the property referred to in neo eae 
(a) or (b) was disposed of. 


Cl. 13(4)(c)(iv)(B) substituted by 1976-77, c. 4, subsec. 3(3), appli- 
cable in respect of taxation years commencing after May 25, 1976. 
Cl. (c)(iv)(B) formerly read: 


(B);the time immediately after the time Te property referred 
to in paragraph (a) or (b) was disposed of. 


Subsec. 13(4) substituted by, 1974-75- 16, Cc. 26, subsec. 4(2), appli- 
cable in respect of amounts that become receivable after May 6, 
1974. Subsec. (4) formerly read: 


(4) Where an. amount that would otherwise be included in 
computing the income of a taxpayer for a taxation year (here- 
inafter referred to as the “initial year”) by virtue of this sec- 
tion is 
(a) an amount payable, in respect of loss or destruction of 
property of a prescribed class, 


(1) under a policy of insurance, or 


(ii) otherwise as compensation for the property so 
lost or destroyed, or 


(b) an amount payable as compensation for property of a 
prescribed class taken under statutory authority or as the 
sale price of property sold’to a person by ‘whom notice of 
an intention to take it under statutory authority was 
given, 


SAL 


S. 13(4.1)(c) 


the following rules apply: 


(c) the amount shall, to the extent that it has been ex- 
pended by the taxpayer 


(i) in the taxation year immediately following the ini- 
tial year on acquiring property of the same class, 


(ii) in the taxation year immediately following the in- 
itial year on acquiring, if the property so lost, de- 
stroyed taken or sold was a building, a building of a 
prescribed class, or 


(iii) within a time certified by the Minister of Indus- 
try, Trade and Commerce to be a reasonable time 
following the initial year, on acquiring, if the prop- 
erty so lost, destroyed, taken or sold was a vessel of a 
prescribed class, 


not be included in computing the income of the taxpayer 
for the initial year; and 
(d) the amount shall, to the extent that it has not been 
included in computing the income of the taxpayer for the 
initial year, be deemed to be proceeds of a disposition 
made, 


(i) in the case of a vessel, in the taxation year in 
which it is in -whole or in part.expended in accor-. 
dance with paragraph (c), but only to the extent that 
it is so expended in that year and only if such year is 

within the time certified by the Minister of Industry, 
Trade and Commerce under subparagraph (c)(ii1), 
and 


(ii) in the case of any other property, in the taxation 
year immediately following the initial year 
of depreciable property of the taxpayer of the same class 
as the property so acquired. 
Selected Cases [subsec. 13(4)]: Posno v. The Queen, [1989] 2 
C.T.C. 234 (FCTD) (Aircraft acquired for personal use replacing 
one previously used in business within Scope of provision). 
Interpretation Bulletins: IT-259R2: Exchanges of property; IT- 
267R2: CCA — vessels; IT-271R: Expropriations — time and pro- 
ceeds of disposition. 


Information Circulars: 92-1: 
amended or revoked elections. 


Guidelines for accepting late, 


(4.1) Replacement for a former property — 
For the purposes of subsection (4), a particular de- 
preciable property of a prescribed class of a taxpayer 
isa replacement for a,former property of the tax- 
payer if 
(a) it is reasonable to conclude that the property 
‘was acquired by the taxpayer to replace the for- 
mer property; 
(a.1) it was acquired by the taxpayer and used by 
the taxpayer or a person related to the taxpayer 
for a use that is the same as or similar to the use 
to which the taxpayer or a person related to the 
taxpayer put the former property; 
(b) where the former property was used by the 
taxpayer or a person related to the taxpayer for 
the purpose of gaining or producing income from 
a business, the particular depreciable property 
was acquired for the purpose of gaining or pro- 
ducing income from that or a similar business or 
for use by a person related to the taxpayer for 
such.a purpose; and 


--(c) where the former property was taxable Cana- 
dian property (or would have been taxable Cana- 


S. 13(4.1)(c) 


dian property if the taxpayer were non-resident 
throughout the year in which the former property 
was disposed of and the former property were 
used in a business carried on by the taxpayer), the 
particular depreciable property was taxable Cana- 
dian property (or-would have.been taxable Cana- 
dian property if:the taxpayer were non-resident 
throughout the year in which ‘the particular prop- 
erty was acquired and the particular property 
were used in a business carried on by the 
taxpayer). 
Related Provisions: See Related provisions, and. Definitions at 
end of s. 13. : 
History: Para. 13(4.1)(a). amended. and. para. (a.1) added by 1998, 
c. 19, subsec. 73(2), applicable to dispositions. of former properties 
that occur after the 1993 taxation year except that, where a taxpayer 
so elects in respect of a former property that was disposed of before 
June 18, 1998 by notifying the Minister of National Revenue in 
writing on or before the filing-due date for the taxpayer’s first taxa- 
tion year that ends after June 18, 1998, para. 13(4.1)(a.1) shall, for 
the purpose of determining whether a property is a replacement 
property of the former property, be read as follows: 


(a.1) it was acquired by the taxpayer for a use that is the same 
as or similar to the use to which the taxpayer or a person re- 
lated to the taxpayer put the former property; 


Para. (a) formerly read: 


(a) it was acquired by the taxpayer for the same or a similar 

use as the use to which, the taxpayer ora person related to the 

taxpayer put the former property; 
Paras. 13(4.1)(a) to (c) substituted by: 1994; c. 7, Sch. IL (1991, c. 
49), subsec. 9(1), paras. (4.1)(a); (b) applicable to. dispositions of 
former properties occurring after July 13, 1990, and para. (c) appli- 
cable to property acquired asa replacement for a former property 
disposed of after April 2, 1990, other than a former property dis- 
posed of 


( a) under an agreement in writing entered into before April 3, 
1990; or 


(b) pursuant to a written notice of an intention to. take the prop- 

erty under statutory authority given before April 3, 1990 or for 

the sale price of the property sold to a person by whom such a 

notice was given before April 3, 1990. 
Paras. (a) to (c) formerly read: 


(a) it was acquired by the taxpayer for the same or a similar 
use as the use to which the taxpayer put the former property; 
(b) where the former property was used by the taxpayer, for 
the purpose.of gaining or producing income from a business, 
the particular depreciable property was acquired for the pur- 
pose of gaining or producing income from that or a similar 
business; and 


(c) where the taxpayer was not resident in Canada at the time 
the taxpayer acquired the particular depreciable property, in 
addition to the requirements in paragraphs (a) and (b), the 
particular depreciable;-property was. taxable. Canadian 
property. 
Pre-RSC History: Paras. 13(4.1)(a), (b) substituted by 1977-78, c. 
32, s. 2, applicable to dispositions of property after March 31, 1977. 


Subsec. 13(4.1) added by 1977-78, c. 1, subsec. 6(2), applicable to 
dispositions of property after March 31; 1977. 


Interpretation Bulletins: IT-259R2: Exchanges of anid 


(5) Reclassification of property — Where one 
or more depreciable properties of a taxpayer that 
were included in a prescribed class (in this: subsec- 
tion referred to as the “old class”) become included 
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at any time (in this subsection referred to as the) 
“transfer time”) in another prescribed class ‘(in this 
subsection referred.to as the “new class”), for the! 
purpose of determining at any subsequent ‘time the 
undepreciated capital cost to the taxpayer of depre- : 
ciable property of the old class and the new class 


(a) the value of A in the definition “undepreciated 
capital cost” in subsection (21) shall be deter- 
mined as if each of those. depreciable PEOReH 
were 


(i) properties of the new class acquired before 
the subsequent time, and 


(ii) never included in the old class: and 


(b) there shall be deducted in computing the total 
depreciation allowed to the taxpayer for property 
of the old class before the subsequent time, and 
added in computing the total depreciation al- 
lowed to the taxpayer for property of the new 
class before the subsequent time, the greater of 


(i) the amount determined by the formula 


A-—-B 
where 


A is the total of all amounts each of which is 
the capital cost to the taxpayer ofeach of 
those depreciable properties, and | 


is the undepreciated capital cost to the tax- 
payer of depreciable property of the oid 
class at the transfer time, and 


(ii) the total of all amounts each of which is an 
amount that would have been deducted under 
paragraph 20(1)(a) in respect of a depreciable 
property that'is one of those properties in 
computing the taxpayer’s income for a taxa- 
tion year that ended before the transfer time 
and at the end of which the property was in- 
cluded in the old class if 


(A) the property had been the only prop- 
erty included in a separate prescribed 
class, and 


(B) the rate allowed by the regulations 
made for the purpose of paragraph 20(1)(a) 
in respect of that separate class had been 
the effective rate that was used by the tax- 
payer to calculate a deduction under that 
paragraph in respect of the old class for the 
year. eit 
Related Provisions: 87(2)(d)(ii)(C) — Amalgamations — depre- 


ciable property. See additional Related provisions and Definitions at 
end of s. 13. 


History: Subsec. 13(5) amended by 1997, c. 25, subeee 3(1), ap- 
plicable to properties of a prescribed class that, after 1996, become 
included in property of another prescribed class. Subsec. (5) for- 
merly read: 


(5) Transferred property — Where depreciable property of 
a taxpayer that was included in a-prescribed class (in this sub- 
section referred to as the “former class’) has been transferred 
to another prescribed class (in this subsection referred to as 
the “other class”), for purposes of determining the un- 


Subdiv. b — Business or Property 


depreciated capital cost to the taxpayer of depreciable prop- 
erty of the former class and of the other class at any time ae 
the transfer i 


(a) the transferred property shall.be deemed to be depre- 
ciable property of the other class acquired before that 
time and not depreciable property of the former class ac- 
quired before that time; and 


(b) an amount equal to the greater of 


~ (i) the amount, if any, by which the capital cost to the 
taxpayer Of the transferred property exceeds the un- 
depreciated capital cost to the taxpayer of deprecia- 
ble property of the former class immediately before 
the transfer, and 


(ii) the total. of all amounts.that would have been de- 
ducted by the taxpayer in respect of the transferred 
property under paragraph 20(1)(a) in computing the 
taxpayer’s income for taxation years ending before 
the transfer had that property been the only property 
included in a separate prescribed class and had the 
rate allowed by the regulations made under para- 
graph 20(1)(a) in respect of that separate class been 
the effective rate that was used by the taxpayer to 
calculate a deduction under that paragraph in respect 
of the former class for taxation years at.the end of 
which the transferred property was included in the 
former class 


shall be included in computing the total depreciation al- 
lowed to the taxpayer for property, of the other class 
before that time and not included in computing the total 
depreciation allowed to the taxpayer for PEER of the 
former class before that time. 


Pre-RSC History: Subsec. 13(5) substituted by 1988, c. 55, sub- 
sec. 6(3), applicable to taxation years and fiscal periods commenc- 
ing after June 17, 1987 that end after 1987. Subsec. (5) formerly 
read: 


(5) Where depreciable property of a taxpayer that was in- 
cluded in a prescribed class (hereinafter in this subsection re- 
ferred to as the “‘former class”) has been transferred to an- 
other prescribed class (hereinafter in this subsection referred 
to as the “other class”), for the purposes of paragraph (21)(f) 


(a) there shall be added to the capital cost to the taxpayer 
of depreciable property of the former class acquired 
before the transfer, the greater of 


(1) the amount, if any, by which the capital cost to the 
taxpayer of the transferred property exceeds the un- 
depreciated capital cost to him of depreciable prop- 
erty of the former class immediately before the trans- 
fer, and 


(ii) the aggregate of all amounts that would have 
been allowed to the taxpayer in respect of the trans- 
ferred property, if it-had been a prescribed class, at 
the rate that was allowed to him in respect of prop- 
erty of the former class under regulations made 
under paragraph 20(1)(a) in computing income for 
the taxation years before the transfer; and 
(b) there shall be added to the total depreciation allowed 
to the taxpayer for property of the other class the greater 
of the amounts determined under subparagraphs (a)(i) 
and (il). 
Interpretation Bulletins: IT-190R2: CCA —transferred and 
misclassified property. 


Information Circulars: 84-1: Revision of capital cost allowance 
claims and other permissive deductions. 


(5.1) Rules applicable — Where at any time in a 
taxation year a taxpayer acquires a particular prop- 
erty in respect: of which, immediately before that 
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time, the taxpayer had a leasehold interest that was 


included in a prescribed class, for the purposes of 
this section, section 20: and any regulations made 
under paragraph 20(1)(a), the following rules apply: 


(a) the leasehold interest shall be deemed to have 
been disposed of by the taxpayer at that time for 
proceeds of ciSpOsHaOn equal to the amount, if 
any, by which 


(i) the capital cost immediately before that 
time of the leasehold interest 


exceeds 


(ii) the total of all amounts ehaithed by the tax- 
payer in respect of the leasehold interest and 
deductible under paragraph 20(1)(a) in com- 
puting the taxpayer’s income in previous taxa- 
tion years; 


(b) the particular property shall be deemed to be 
depreciable property of a prescribed class of the 
taxpayer acquired by the taxpayer at that time and 
there shall be added to the capital cost to the tax- 
payer of the property an amount equal to the cap- 
ital cost referred to in subparagraph (a)(i); and 


(c) the total referred to in subparagraph (a)(ii) 
shall be added to the total depreciation allowed to 
the taxpayer before that time in respect of the 
class to which the:particular property belongs. 


Related Provisions: See Related provisions and: Definitions at 
end of s. 13. 


Pre-RSC History: Subsec. 13(5.1) added by 1977-78, c. 1, subsec. 
6(3), applicable in respect of acquisitions of property after March 
314977: 


interpretation Bulletins: IT-464R: CCA — leasehold interests. 


(5.2) ldem — Where, at any time, a taxpayer has ac- 
quired a capital property that is depreciable property 
or real property in respect of which, before that time, 
the taxpayer or any person with whom the taxpayer 
was not dealing at arm’s length was entitled to a de- 
duction in computing income in respect of any 
amount paid or payable for the use of, or the right to 
use, the depreciable property or real property and the 
cost or the capital cost (determined without reference 
to this subsection) at that time of the property to the 
taxpayer is less than the fair market value thereof at 
that time determined without reference to any option 
with respect to that property, for the purposes of this 
section, section 20 and any regulations made under 
paragraph 20(1)(a), the following rules apply: 


(a) the property shall be deemed to have been ac- 
quired by the taxpayer at that time at a cost equal 
to the lesser of 


(1) the fair market value of the property at that 
time determined without reference to any op- 
tion with respect to that property, and 


(ii) the total of the cost or the capital cost (de- 
termined without reference to this subsection) 
of the property to the taxpayer and all 
amounts (other than amounts paid or payable 
to a person with whom the taxpayer was not 


S. 13(5.2)(a) 


dealing at arm’s length) each of which is an 
outlay or expense made or incurred by the tax- 
payer or by a person with whom the taxpayer 
was not dealing at arm’s length at any time for 
the use of, or the right to use, the property, 


and for the purposes of this paragraph and sub- 
section (5.3), where a particular corporation has 
been incorporated or otherwise formed after the 
time any other corporation with which the partic- 
ular corporation would not have been dealing at 
arm’s length had the particular corporation been 
in existence before that time, the particular corpo- 
‘ration shall be deemed to. have been in existence 
from the time of the formation of the other corpo- 
ration and to have been not dealing at arm’s 
length with the other corporation; 


(b) the amount by which the cost to the taxpayer 
of the property: determined ‘under paragraph (a) 
exceeds the cost or the capital cost thereof (deter- 
mined. without reference to this subsection) shall 
be added to the total depreciation allowed to the 
taxpayer before that time in respect of the pre- 
scribed class to which the property belongs; and 


(c) where the property would, but for this para- 
graph, not be depreciable property of the tax- 
payer, it shall be deemed to be depreciable prop- 
erty of a separate prescribed class of the taxpayer. 
Related Provisions: See Related provisions and Definitions at 
end of s. 13. 
Pre-RSC History: Subsec. 13(5.2) added by 1980-81-82-83,'c. 48, 
subsec. 5(2), applicable with respect to acquisitions of property oc- 
curring after December 11, 1979. 


Regulations: 1101(5g); Sch. Il:Cl. 36 (property under 13(5.2)(c) 
deemed to be a separate class). 


Interpretation Bulletins: IT-233R: Lease-option agreements; 
sale leaseback agreements. 


Forms: T1776: Statement of real estate rentals; T2083: Capital dis- 
positions supplementary schedules re: Real estate; T2085: Capital 
dispositions supplementary schedules re: Depreciable property. 


(5.3) Idem — Where, at any time in a taxation year, 
a taxpayer has disposed of a capital property that is 
an option with respect to depreciable property or real 
property in respect of which the taxpayer or any per- 
son with whom the taxpayer was not dealing at 
arm’s length was entitled to a deduction in comput- 
ing income in respect of any amount paid for the use 
of, or the right to use, the depreciable property or 
real property, for the purposes of this section, the 
amount, if any, by which the proceeds of disposition 
to the taxpayer of the option exceed the taxpayer’s 
cost in respect thereof shall be deemed to be an ex- 
cess referred to in subsection (1) in respect of the 
taxpayer for the year. 


Related Provisions: 49 — Options. See also Related provisions 
and Definitions at end of s. 13. 


Pre-RSC History: Subsec. 13(5.3) added by 1980-81-82-83, c. 48, 
subsec. 5(2), applicable with respect to dispositions occurring after 
January 12, 1981. 


Interpretation Bulletins: IT-233R: Lease-option agreements; 
sale leaseback agreements. 
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Forms: 1776: Statement of real estate rentals. 


(5.4) Idem — Where, before the time of disposition | 
of a capital property that was depreciable property of 
a taxpayer, the taxpayer, or any person. with whom , 
the taxpayer was not dealing at arm’s length, was en- 
titled to a deduction in computing income in respect 
of any outlay or expense made or incurred for the | 
use of, or the right to use, during a period of time, | 
that capital property (other than an outlay or expense | 
made or incurred by the taxpayer or a person with 
whom the taxpayer was not dealing at arm’s length | 
before the acquisition of the property), except where | 
the taxpayer disposed of the property to a person ; 
with whom the taxpayer was not dealing at arm’s 
length and that person was subject to the provisions — 
of subsection (5.2) with respect to the acquisition by 
that person of the property, the following rules 
apply: | 
(a) an amount equal to the lesser of 


(1) the total of all amounts (other than amounts 
paid or payable to the taxpayer or a person 
with whom the taxpayer was not dealing at 
arm’s length) each of which was a deductible 
outlay or expense made or incurred before the 
time of disposition by the taxpayer, or by a 
person with whom the taxpayer was. not deal- 
ing at arm’s length, for the use of, or the right 
to use, during the petiod of time, the property, 
and 


| 
| 
' 
| 
: 
| 


(ii) the amount, if any, by which the fair mar- 
ket value of the property at the earlier of 


(A) the expiration of the last period of time 

‘in respect of which the deductible outlay 
or expense referred to in subparagraph (i) 
was made or incurred, and 


(B) the time of the disposition 


exceeds the capital cost to the taxpayer of the 
property immediately before that time 


shall, immediately before the time of the disposi- 
tion, be added to the capital cost of the property 
to the person who owned the property at that 
time; and 


(b) the amount added to the capital cost to the 
taxpayer of the property pursuant to paragraph (a) 
shall be added immediately before the time of the 
disposition to the total depreciation allowed to 
the taxpayer before that time in respect of the 
prescribed class to which the property belongs. 
Related Provisions: 13(5.5)— Lease cancellation payment 


deemed not to be made for the use of property. See additional Re- 
lated provisions and Definitions at end of s. 13. 


(5.5) Lease cancellation payment — For the 
purposes of subsection (5.4), an amount deductible 
by a taxpayer under paragraph 20(1)(z) or (z.1) in 
respect of a cancellation of a lease of property shall, 
for greater certainty, be deemed not to be an outlay 
or expense that was made or incurred by the tax- 
payer for the use of, or the right to use, the:property. 
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Related Provisions: See Related Saige p and ‘Definitions at 
end of s. 13. 

Pre-RSC History: Subsecs. 13(5.4), (5.5) added by 1980-81-82- 
83, c. 140, subsec.. 6(1,), applicable with respect to property, owned 
by a taxpayer after November 12,.1981. 


(6) Misclassified property — Where, in calculat- 
ing the amount of a deduction allowed to a taxpayer 
under subsection 20(16) or regulations made for the 
purposes of paragraph 20(1)(a).1n respect of depre- 
ciable property of the taxpayer of.a prescribed class 
(in this subsection referred to as the “particular 
class”), there has. been added to the capital cost to 
the taxpayer of depreciable property of the particular 
class the capital cost of depreciable property (in this 
subsection referred: to as “added: property”) of an- 
other prescribed class, for the purposes of this sec- 
tion, section 20 and any regulations made for the 
purposes of. paragraph 20(1)(a), the added property 
shall, if the Minister: so directs with respect to any 
taxation year for which, under subsection 152(4), the 
Minister may make any reassessment or additional 
assessment or assess tax, interest or penalties under 
this Part, be deemed to have been property of the 
particular class and not of the other class at all times 
before the beginning of the, year and; except to the 
extent that the added property or any part thereof has 
been disposed of'by the taxpayer before the begin- 
ning of the year, to have been transferred from the 
particular class to the other class at the beginning of 
the year. 
Related Provisions: See Related provisions and Definitions at 
end of.s. 13. 
History: Subsec. 13(6) substituted by 1994; 'c.7, Sch. II (1991, c. 
49), subsec. 9(2), applicable after April 19, 1983. Subsec. (6) for- 
merly read: 
(6) Where, in calculating the amount of a deduction allowed 
to a taxpayer under subsection 20(16) or regulations made 
under paragraph 20(1)(a) in respect of depreciable property of 
the taxpayer of a prescribed class, there has been added to the 
capital cost to the taxpayer of depreciable. property: of: that 
class the capital cost of depreciable property (in this subsec- 
tion referred to as “added property”) of another prescribed 
class, for the purposes of this section, section 20 and any reg-) 
ulations made under paragraph 20(1)(a) the added property 
shall, if the Minister so directs with reference to any taxation 
year for which, within the time specified in paragraph 
152(4)(a) or (b), the Minister may make any reassessment or 
additional assessment or assess tax, interest or penalties under 
this Part as the circumstances require, be deemed to have 
been property of the first-mentioned class and not of the other 
class at all times before the commencement of that year and, 
except to the extent that that property or any part thereof has 
been disposed of by the taxpayer before the commencement 
of that year, to have been transferred from the first-mentioned 
class to the other class at the commencement of that year. 


Pre-RSC History: Subsec. 13(6) substituted by 1977-78, c. 1, 
subsec. 6(4), applicable to taxation years commencing after May 25, 
1976 and*ending after March 31, 1977. Subsec: (6) formerly read: 


(6) Where, in calculating the amount of a deduction allowed 
to a taxpayer under regulations made under paragraph 
20(1)(a) in respect of depreciable property of the taxpayer of 
a prescribed class, there has been added to the capital cost to 
the taxpayer of depreciable property of that class the capital 
cost of depreciable property (hereinafter in this subsection re- 
ferred to as “added property”) of another prescribed class, for 
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the purpose of this section and regulations made under para- 
graph 20(1)(a) ‘the added property shall, if the Minister’so di- 
rects with reference to any taxation year for which, within the 
‘time specified in paragraph 152(4)(a) or (b), the Minister may 
make any reassessment or additional assessment or assess tax; 
interest or penalties under this Part as the circumstances re-. 
quire, be deemed to have been property of the first-mentioned 
class and’not of the other’class at‘all times before’ the com- 
mencement of that year and, ‘except to: the extent that that 
property or’any part thereof has been disposed of by. the tax- 
payer before the commencement of that year, to have been 
transferred from the first-mentioned class to the other class at 
the commencement of that year. 


Interpretation Bulletins: IT- 190R2: CCA — transferred and 
misclassified property. 


Information Circulars: 84-1: Revision of capital cost allowance 
claims and other permissive deductions. 


(7) Rules applicable — Subject to subsection 
70(13), for the purposes of paragraphs 8(1)(j) and 
(p), this section, section 20 and any,regulations made 
for the purpose of paragraph 20(1)(a), 
History: The opening words of subsec. 13(7) substituted by 1994, 
c. 21, subsec. 7(1), applicable after 1992. the opening words for- 
merly read: 
(7) For the purposes of paragraphs 8(1)Q) and (p), this sec- 
tion, section 20 and any regulations.made under paragraph 
20(1)(a), the following rules apply: 


Pre-RSC History: That portion of subsec. 13(7) preceding para. 


(a) amended by 1988,'c. 55, subsec. 6(4), to add reference to paras. 


8(1)G) and (p), applicable with respect to changes in use occurring 
after April 1988. 


That portion. of subsec. 13(7) preceding para. (a) substituted by 
1977-78, c. 1, subsec. 6(4),.to add reference to section 20, applica- 
ble to taxation years commencing after May 25, 1976 and ending 
after March 31, 1977. 


(a) [change in use] — where a taxpayer, hav- 

ing acquired property for the purpose of gaining 
or producing income, has begun at a later time to 
use it for some other purpose, the taxpayer shall 
be deemed to have disposed of it at that later time 
for proceeds of disposition equal to its fair market 
value at that time and to have reacquired it imme- 
diately thereafter at a cost equal to that fair. mar- 
ket value, 


Related Provisions: 13(9) — Gaining or producing income; 


45 — Change in use ples Be tabeny property. See additional Re- 


lated provisions at end of s. 13. 


History; Para. 13(7)(a) Silents by 1994, c. 7, Sch. IL,(1991, c. 
49), subsec. 9(3), applicable to changes in use occurring after May 
22, 1985, except that in applying para. (a) to changes in use occur- 
ring before May 1988, it shall be read as follows: 


(a) where a taxpayer, having acquired property for. the pur- 
pose of gaining or producing income therefrom or for the pur- 
pose of gaining or producing income from a business, has be- 
gun at a later time to use it for some other purpose, ‘the 
taxpayer shall be deemed to have disposed of it at that later 
time for proceeds of disposition equal to its fair market value 
at that time and to have reacquired it immediately thereafter 
at a cost equal to that fair market value; 
Para. (a) formerly read: 

(a) where a taxpayer, having acquired property for the pur- 
pose of gaining or producing income, has commenced at a 
later time to use it for some other purpose, the taxpayer shall 
be deemed to have disposed of it at that later time at its fair 
market value at that later time; 
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Pre-RSC History: Para. 13(7)(a) amended by 1988, c. 55, subsec. 
6(4), to substitute, “gaining or producing income” for “gaining or 
producing income therefrom, or for the purpose of gaining or pro- 
ducing income from a business”, applicable with respect to changes 
in use occurring after April 1988. 


Interpretation Bulletins: IT-525R: Performing artists. 


(b) [change in use] — where a taxpayer, hav- 
ing acquired property for some other purpose, has 
begun at a later time to use it for the purpose of 
gaining or producing income, the taxpayer shall 
be deemed to have acquired it at that later time at 
a capital cost to the taxpayer equal to the lesser of 


(i) the fair market value of the property at that 
later time, and 


(ii) the total of 


(A) the cost to the taxpayer of the property 
at that later time determined without refer- 
ence to this paragraph, paragraph (a) and 
subparagraph (d)(i1), and 


(B) */4 of the amount, if any, by which 


(1) the fair market value of the property 
at that later time 


exceeds the total of 


(II) the cost to the taxpayer of the prop- 
erty as determined under clause (A), 
and 


(III) * of the amount deducted by the 
taxpayer under section 110.6 in respect 
of the amount, if any, by which the fair 
market value of the property at that 
later time exceeds the cost to the tax- 
payer of the property as determined 
under clause (A); 


Related Provisions: 13(7)(e) — Rules applicable; 13(9) — Gain- 
ing or producing income; 45 — Change in use rules — capital prop- 
erty; 70(12) — Capital cost of depreciable property on death; 
248(1) — “cost amount’(a). See additional Related provisions and 
Definitions at end of s. 13. 


History: Para. 13(7)(b) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 9(3), applicable to changes in use occurring after May 
22, 1985, except that in applying cl. 13(7)(b)@i)(B), 


(i) to changes in use of property by a person or partnership in 
taxation years and fiscal periods ending before 1988, the refer- 
ences therein to “°/4” and ““/s of” shall be read as references to 
“2” and “2 times”, respectively, 


(ii) to changes in use of property by an individual or a partner- 
ship in taxation years and fiscal periods ending after 1987 and 
before 1990, the references therein to ‘°/4” and ‘“/3” shall be 
read as references to “*/3” and “4/2”, respectively, 


(iii) to changes in use of property by a corporation in taxation 
years ending after 1987 and beginning before 1990 throughout 
which the corporation was a Canadian-controlled private corpo- 
ration, the reference therein to “?/s” shall, in respect of the cor- 
poration for the year, be read as a reference to the fraction de- 
termined as the total of 


(A) the proportion of '/2 that the number of days in the year 
that are before 1988 is of the number of days in the year, 


(B) the proportion of */3 that the number of days in the year 
that are after 1987 and before 1990 is of the number of days 
in the year, and 
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(C) the proportion of */4 that the number of days in the -year 
that are after 1989 is of the number of days in the year, 


and 


(iv) to changes in use of property by a corporation in taxation 
years ending after 1987 and beginning before 1990 where 
throughout the year the corporation was not a Canadian-con- 

trolled private corporation, the reference therein to “*/4” shall, in 
respect of the corporation for the year, be read as a reference to 
the fraction determined as the total of 


(A) the proportion of '/2 that the number of days in the year 
that are before July 1988 is of the number of days in the 
year, 


(B) the proportion of 7/3 that the number of days in the year 
that are after June 1988 and before 1990 is of the number of 
days in the year, and 


(C) the proportion of 7/4 that the number of days in the year 
that are after 1989 is of the number of days in the year. 


Para. (b) formerly read: 


(b) where a taxpayer, having acquired property for some 
other purpose, has commenced at a later time to use it for the 
purpose of gaining or producing income, the taxpayer shall be 
deemed to have acquired it at that later time at a capital cost 
to the taxpayer equal to the lesser of 


(i) its fair market value at that later time, and 
(ii) the total of 


(A) its cost to the taxpayer at that later time deter- 
mined without reference to this paragraph, paragraph 
(a) and subparagraph (d)(ii), and [ 


(B) 7/4 of the amount, if any, by which 


(I) the fair market value of the property at that: 
later time 


exceeds the total of 


(II) the cost to the taxpayer of the property im- 
mediately before that later time, and 


(III) * of the amount deducted by the taxpayer 
under section 110.6 in respect of the amount, if 
any, by which the fair market value of the prop- 
erty at that later time exceeds the cost to the tax- 
payer of the property immediately before. that 
later time; 


Pre-RSC History: That portion of para. 13(7)(b) preceding sub- 
para. (1) amended by 1988, c. 55, subsec. 6(5), to substitute, “gain- 
ing or producing income” for “gaining or producing income there- 
from, or for the purpose of gaining or producing income from a 
business”, applicable with respect to changes in use occurring after 
April 1988. 


Cl. 13(7)(b)(ii)(B) substituted by 1988, c. 55, subsec. 6(6), applica- 
ble (by subsec. 6(23), as amended by 1991, c. 49, s. 239, deemed to 
have come into force September 13, 1988) with respect to acquisi- 
tions of property occurring after May 22, 1985, other than acquisi- 
tions occurring before 1986 pursuant to an agreement in writing en- 
tered into before May 23, 1985, except that in applying clause 
13(7)(b)Gi)(B) 


(a) to changes in use of property by a person or partnership in 
taxation years and fiscal periods ending before 1988, the refer- 
ences therein to ““/s” and ““/; of” shall be read as references to 
“/.” and “2 times”, respectively; 


(b) to changes in use of property by an individual or a partner- 
ship in taxation years and fiscal periods ending after 1987 and 
before 1990, the references therein to ““/s” and “4/s” shall be 
read as references to “7/3” and “4”, respectively; 


(c) to changes in use of property by a corporation in taxation 
years ending after 1987 and commencing before 1990 through- 
out which the corporation was a Canadian-controlled private 
corporation, the reference therein to “?/s” shall, in respect of the 
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corporation for the year, be read.as a reference to ;the fraction 
determined as the aggregate of 


(i) that proportion of '/2 that the number of days in the year 
that are. before. 1988 is of the number of days in the year, 


S..13(7)(d) (ii) 


67.3 applies), has”, applicable with respect to changes, in use occur- 
ring after April 1988. 


Pre- RSC History: Para. 13(7)(c) ¢ Ra Maded by 1988, .c. 55, subsec. 


(ii) that proportion of */3 that the number of days’in the year | 


that are after 1987 and before 1990.is of the number of days 
in the year, and 
(iii) that proportion of */s that the number of days in the year 
that are after 1989 is of the number of days in the year; and 
(d) to changes in use of property by a corporation in taxation 
years ending after 1987 and commencing before 1990 where at 
any time in the year the corporation was not a Canadian-con- 
‘trolled private corporation, the reference therein to ““/s” shall, in 
respect of the corporation for the year, be read as a reference to 
the fraction determined as the aggregate of 


(i) that proportion of '/2 that the number of days in the year 
that are before suly 1988 is of the number of gaye in n the 
year, 

(11) that proportion of */3 that the number of days in ie year 


that are after June 1988 and before 1990 is of the number of 
days in the year, and 


(ili) that proportion of */4 that the number of days in the year 
that are after 1989 is of the number of days in the year. 


Cl. (ii)(B) formerly read: 


(B) '/2 of the amount, if any, by which his proceeds of dispo- 
sition of the property exceeds the cost to him of the property 
immediately before that later time to the extent that it can be 
established that no deduction under section 110.6 was 
claimed by him in respect of that amount; 


Para. 13(7)(b) amended by 1986, c. 6, subsec. 8(1), to substitute “a 
‘capital cost to him equal to the lesser of’ and new. subparas. (i) and 
(ii) for the words “its fair market value at that time”, applicable with 
respect to property acquired after May 22, 1985 other than property 
acquired before 1986 pursuant to an agreement in writing entered 
into before May 23, 1985. 


Interpretation Bulletins: IT-148R3: Recreational properties and 
club dues; IT-160R3: Personal use of aircraft; IT-209R: Inter-vivos 
gifts of capital ‘property to individuals directly or through trusts; IT- 
525R: Performing artists. 


(c) [partial use to produce income] — 
where property has, since it was acquired by a 
taxpayer, been regularly used in part for the pur- 
pose of gaining or producing income and in part 
for some other purpose, the taxpayer shall be 
deemed to have acquired, for the purpose of gain- 
‘Ing or producing income, the proportion of the 
property that the use regularly made of the prop- 
erty for gaining or producing income is of the 
whole use regularly made of the property at a 
capital cost to the taxpayer equal to the same pro- 
portion of the capital cost to the taxpayer of the 
whole property and, if the property has, in such a 
case, been disposed of, the proceeds of disposi- 


tion of the proportion of the property deemed to — 


have been acquired for gaining or producing in- 
come shall be deemed to ‘be the same proportion 
of the proceeds of disposition of the whole 
property; 
Related Provisions: 13(9) — Gaining or producing income. See 
additional Related provisions and Definitions at end of s. 13. 


History: Para. 13(7)(c) amended by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 9(4); to. substitute “where property has” for “where 
property (other than a motor vehicle in respect of which section 
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6(7), to add ‘ ‘(other than a motor vehicle in respect of which section 
67.3. applies)” and. to substitute “gaining or producing income” for 
“gaining or producing income therefrom or for the purpose of gain- 
ing or producing income from a' business”, applicable with respect 
to changes in.use occurring after April 1988. 


Interpretation Bulletins: IT-148R3: Recreational properties and 
club dues; IT-160R3: Personal use of aircraft; IT-217R: Depreciable 
property owned on December 31, 1971; IT-525R: Performing 
artists. 


(d) [partial. change in use] — where, at any 
time after a taxpayer has acquired property, there 
has been a change in the relation between the use 
regularly made by the taxpayer of the property 
for gaining or producing. income and the use reg- 
ularly, made of the property for other purposes, 


(i) if the use regularly made by the taxpayer of 
the property for the purpose of gaining or pro- 
ducing income has increased, the taxpayer 
shall be deemed to have acquired at that time 
depreciable property of that class at a capital 
cost equal to the total of 


(A) the proportion of the lesser of 
(1) its fair market value at that time, and 


(II) its cost to the taxpayer ‘at that time 
determined, without reference to. this 
subparagraph, Subpueageanh (ii) and 
paragraph (a) 
that the amount of the increase in the use 
regularly made by the taxpayer of the 
property for that purpose is of the whole of 
the use regularly made of the property, and 


(B) “4 of the amount, if any, by which 


(I) the amount deemed under subpara- 
graph 45(1)(c)(i) to be the taxpayer’s 
proceeds of disposition of the property 
in respect of the change 


exceeds the total of 


(II) that proportion of the cost to the 
taxpayer of the property as determined 
under subclause (A)(II) that the amount 
of the increase in the use regularly 
made by the taxpayer of the property 
for that purpose is of the whole of the 
use regularly made of the property, and 


(III) “/; of the amount deducted by the 
taxpayer under section 110.6 in respect 
of the amount, if any, by which the 
amount determined under subclause (I) 
exceeds the amount determined under 
subclause (II), and 


(ii) if the use regularly made of the property 
for the purpose of gaining or producing in- 
come has decreased, the taxpayer shall be 
deemed to have disposed at that time of depre- 
ciable property of that class and the proceeds 
of disposition. shall be deemed to be an 
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amount equal to the proportion of the fair 
market value of the property as of that time 
that the amount of the decrease in the use reg- 
ularly made by the taxpayer of the property 
for that purpose is of the whole use regularly 
made of the property; 

Related Provisions: 13(4) — Exchange of property; 13(7)(e) — 

Rules applicable; 13(9) — Gaining or producing income; 44(1) — 

Exchanges of property; 45(1)(c) — Partial change in use of capital 


property; 45(2) — Election where change in use; 70(12) — Capital | 


cost of depreciable property on death; 248(1)“cost amount”(a) — 
Application of 13(7) to determination of cost amount; 256(6) — 
Controlled corporation. See additional Related provisions ae Defi- 
nitions at end of s. 13. 


History: Subcls. 13(7)(d)(i)(B)(ID, (I) shail by 1994, c. 7, 


Sch. If (1991, c. 49), subsec: 9(5), applicable to changes in use oc- 
curring after May 22; 1985, except that in applying subcl. (III) 


(a) to changes in use of propefty by a person or partnership in 
taxation years and fiscal periods ending before: 1988, the refer- 
ence therein to ““/; of shall.be.read as.a reference to “2 times”, 
and 


(b) to changes in use: of property by an individual or a partner- 

ship in taxation years and fiscal periods ending after. 1987 and 
before 1990, the reference therein to “4/3” shall be read as a ref- 
erence to “@/2”. 


Subcls. (d)(i)(B)(II), (II) formerly read: 


(II) the cost to the taxpayer of the property immediately 
before that:time, and 


(III) */3-of the amount deducted by the taxpayer under section 
110.6 in respect of the ‘amount; if any, by which the amount 
determined under subclause (I) exceeds the cost to the tax- 
payer of the property immediately before that time, and 


Pre-RSC History: Cl. 13(7)(d)(i)(B) substituted by 1988, c. 55, 
subsec. 6(8), applicable (by subsec. 6(23), as amended by 1991, c. 


49, s. 239, deemed to have come into force September 13, 1988) . 


with respect to acquisitions of property occurring after May 22, 
1985,,.other than acquisitions occurring before 1986 pursuant to an 
agreement in writing entered into before May 23. 1985, except that 
in applying ‘clause 13(7)(d)(1)(B) 


(a) to changes in use of property by a person or partnership in 
taxation years and fiscal periods ending before 1988, the refer- 
ences therein to ““/4” and ““/; of” shall be read as references to 
“i” and “2 times”, respectively; 


(b) to changes. in use.of property. by an. individual or a partner- 
ship in taxation years and fiscal periods ending after 1987 and 


before ‘1990, the references therein to “7/7” and “4/3” shall be ; 


read as references to “2s” and ‘%”, respectively; 


(c) to changes in use of property by a corporation in taxation 
years ending after 1987 and commencing before 1990 through- 
out which the corporation was a Canadian-controlled private 
corporation, the reference therein to “%/4” shall, in respect of the 
corporation for the year, be read as a reference to the fraction 
determined as the aggregate of 


(i) that proportion of '/2 that the number of days in the year | 
that are before 1988 is of the number of days in the year, ° 


(11) that proportion of */3 that-the number of days in the year 
that are after 1987. and before 1990 is of the number of days 
in the year, and 


(111) that proportion of °/; that the number of days in the year 
that are after 1989 is of the number of days in the year; and 


(d) to changes in use of property by a corporation in taxation 
‘years ending after 1987 and commencing before 1990 where at 
any time in the year the corporation was not a Canadian-con- 
trolled private corporation, the reference therein to ‘““/4” shall, in 
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respect of the corporation for the year, be read as a reference to 
the fraction determined as the aggregate of - 


(i) that proportion of '/2 that the number of days in the year 
that are before July 1988 is of the number of days in. the 
year, 

“(ii) that proportion of 7/3 that the number of days-in the year 
that are after June 1988 and before 1990 is of the number of | 
days in the year, and 


| | 
*\ @iii) that proportion of */4 that the number of days in the year 
that are after 1989 is of the number of days in the year. 


Cl. (d)G)(B) formerly read: 


(B) Ye of the amount, if any, by which his todcolh of dispo- 
sition of the property.exceeds the cost to him of the property 
immediately before that time to the extent that it can be estab- 
lished that no deduction under section 110.6 was claimed by 
him ji in respect of that amount, and 
Subpara. 13(7)(d)(i) amended by 1986, c. 6, subsec. 8(2), to substi- — 
tute the words “equal to the aggregate of’ and clauses (A) and (B) | 
for the words “equal to the proportion of the fair market value of the | 


: 


property as of that time that the amount of the increase in the use | 
regularly made by him of the property for that purpose is of the — 


whole use regularly made of the property”, applicable with respect ; 


to. property acquired after May 22, 1985, other than property ac- _ 
quired before 1986 pursuant to an agreement entered into before — 
May 23, 1985. 


Interpretation Bulletins: IT-160R3: Personal use of aircraft; IT- 

209R: Inter-vivos gifts of capital property to individuals directly or 

through. trusts. - 
(e) [non- arm’s length acquisition] — not- 
withstanding any other provision. of this Act ex- 
cept subsection 70(13), where at a particular time 
a person or partnership (in this paragraph referred 
to as the “taxpayer”) has, directly or indirectly, in 
any manner whatever, acquired (otherwise than 
as a consequence of the death of the transferor) a 
‘depreciable property (other than a timber re- 
source property) of a prescribed class from a per- 
son or partnership with whom. the. taxpayer) did 
not deal. at arm’s. length (in this paragraph re- 

_ ferred to as the “transferor’) and, immediately 

before the transfer, the property was a capital 
property of the transferor, 


| 
| 
| 


(i) where the transferor was an pineal resi- 
dent in Canada or a partnership.any member 
of: which was either an individual resident in 
~Canada or another partnership: and the cost of 
the property to the taxpayer at the particular 
time determined without reference to this par- 
agraph exceeds the cost, or where the property 
_ « was depreciable property, the capital cost of 
the property to the transferor immediately 
before the transferor disposed of it, the capital 
cost of the property to the taxpayer at the par- 
ticular time shall be deemed: to be the:amount 
. that is equal to the total of 


(A) the cost or capital cost, as the case may 
be, of the property to the transferor imme- 
diately before the particular time, and 
(B) 94 of the amount, if any, by which 


(I) the transferor’s proceeds of disposi- 
tion of the property 
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“exceed the total of 


(II) the cost or capital cost, as the. case 
may be, to the transferor immediately 
before the particular time, 


(II) “3 of the amount deducted by any 

- person under section 110.6 in respect of 
the amount, if any, by which. the 
amount determined under subclause (I) 
exceeds the amount agicrmined under 
subclause (II), and 


(IV).the amount, if any, required by 
_. subsection 110.6(21) to be deducted in 

computing the capital cost to the tax- 

payer of the property. at that time 


and, for the purposes of’ paragraph’ (b) and 


subparagraph (d)(i), the cost of the property to 


the taxpayer shall be deemed to be the same 


amount, 


(ii), where the transferor was neither-an indi- 
vidual resident in Canada nor a partnership 
any member. of which was-either an individual 
resident in Canada or another partnership. and 
the cost of the property to the taxpayer at the 
particular time determined without. reference 
to this. paragraph exceeds the cost, or where 
the property was depreciable. property, the 
capital cost of the property to the transferor 
immediately before the transferor disposed of 
it, the capital cost.of the property, to the tax- 
payer at that time shall be deemed to be the 
amount that is equal to the total of 


(A) the cost.or capital cost, as the case may 
be, of the property to the transferor imme- 
diately before the, particular time, and 


(B) */4 of the amount, if any, by which the 
transferor’s proceeds of disposition of the 
property exceed the cost or capital cost, as 
the case may be, to the transferor immedi- 
ately before the particular time 


and, for the purposes of paragraph (b)' and 
subparagraph (d)(i), the cost of the property to 
the taxpayer shall be deemed to be the same 
amount, and 


(iii) where the cost or capital cost, as the case 
‘may be, of the property tothe transferor im- 
mediately before the transferor disposed of it 
exceeds the capital cost of the property to the 
taxpayer at that time determined without ref- 
erence to this paragraph, the capital cost of the 
property to the taxpayer at that time shall be 
deemed to be the amount that was the cost or 
capital cost, as the case may be, of the prop- 
erty to the transferor immediately before the 
transferor disposed of it and the excess shall 
be deemed ‘to have been allowed to the tax- 
payer in respect of the property under regula- 
tions made under paragraph 20(1)(a) in com- 
puting the taxpayer’s income for taxation 


ie} 


S. 13(7)(e) 


~ years ending before the acquisition of the 
property by the taxpayer; 

Related Provisions: 13(7)(e.1) — Where election made to trig- 
ger capital gains exemption; 13(7.3) — Control of corporations by 
one trustee; 13(21.2) — Transfer of property where u.c.c. exceeds 
fair market value; 70(12) — Capital cost of depreciable property on 
death; 85(5) — Similar rule on-section 85 rollover; 97(4) — Trans- 
fer of depreciable property to partnership; 248(8) — Occurrences as 
a consequence of death; 256(6) — Controlled corporation. See addi- 
tional Related provisions and Definitions at end of s. 13. 


History: Subcl. 13(7)(e)(i)(B)\(IV) added by 1995, c: 3, subsec. 
4(1), applicable to 1994 et seq. 


The opening words of para. .13(7)(e) substituted by 1994, c. 21, sub- 
sec, 7(2), applicable after 1992. The opening, words formerly. read: 


(e) notwithstanding any other provision of this Act, where at 
a particular time a person or partnership (in this paragraph 
referred to as the “‘taxpayer”) has, directly or indirectly, in 
any manner whatever, acquired (otherwise than as a conse- 
quence of.the death of the transferor) a depreciable property, 
(other than a timber resource property) of a prescribed class 
from a person or partnership with whom the taxpayer did not 
deal at arm’s length (in this paragraph referred to as the 
“transferor’) and the property was a capital property of the 
transferor, ar, Ad Re 


That portion of para. 13(7)(e) preceding subpara. (1) amended. by 
1994, c. 7, Sch. Il (1991,.c..49), subsec. 9(6), applicable. to property 
acquired after May 22, 1985. That portion formerly read: 


(e) notwithstanding any other provision of this Act, where at 
a particular time a person or partnership (in this paragraph 
réferred to as the “taxpayer”) has, directly or indirectly, in 
any manner whatever, acquired ‘a depreciable property of a 
prescribed class from a person or partnership with whom the 
taxpayer did not deal at arm’s length (in this paragraph re- 
ferred to as the “‘transferor”) and the property was a capital 
property of the transferor immediately. before the particular 
time, 


Pre-RSC History: Cl 13(7)(e)(i)(B)- substituted, (e)(ii)(B) 
amended to substitute “7/4” for “2”, by 1988, c. 55, subsecs. 6(9), 
(10), applicable (by subsec,\6(23.1), as added by 1991, c. 49, s. 239, 
deemed to have come into force September 13,1988) with respect 
to acquisitions of property occurring after May 22, 1985, other than 
acquisitions occurring before 1986 pursuant to an agreement in 
writing entered into before May 23, 1985, eed! that in applying 
cls. 13(7)(e)G)(B) and (ii)(B) 


(a) to acquisitions of property from a person or partnership in 
taxation years and fiscal periods ending before 1988, the refer- 
ences therein to ‘““/4” and “4/3 of’ shall be read as references to 
“Ih” and “2 times”, respectively, 


(b) to acquisitions of property from an individual or a partner- 

ship in taxation years and fiscal periods ending after 1987 and 

before 1990, the references therein to “4” and “/:” shall be 
~ read as references to “7/3” and “2”, respectively; 


(c) to acquisitions of property from..a corporation in: taxation 
years ending after. 1987 and commencing before, 1990 through- 
out which the corporation was a Canadian-controlled private 
corporation, the references therein to “/4” Shall be read as refer- 
ences to the fraction determined as the aggregate of 


(i) that proportion of '/2 that the number of days in the year 
that are before 1988 is of the number of days in the year, 


(ii) that proportion of 7/3 that the number of days in the year 
that are after 1987 and before 1990 is of the number of days 
in the year, and 


(iii) that proportion of */4 that the number of days in the year 
that are after 1989 is of the number of days in the year; and 
(d) to acquisitions of property by a corporation in taxation years 
ending after 1987 and commencing before 1990 where at any 


S. 13(7)(e) 


time in the year the corporation was not a Canadian-controlled 
private corporation, the references therein to “/s” shall be read 
as references to the fraction determined as the aggregate of 


(i) that proportion of '/ that the number of days in the year 
that are before July 1988 is of the number of days in the 
year, 


(ii) that proportion of 7/3 that the number of days in the year 
that are after June 1988 and before 1990 is of the number of 
days in the year, and 


(iii) that proportion of */4 that the number of days in the year 
that are-after 1989 is of the number of days in the year. 


Cl. (e)G)(B) formerly read: 


(B) ‘2 of the amount, if any, by which the transferor’s pro- 
ceeds of disposition of the property exceeds the cost or capi- 
tal cost, as the case may be, to the transferor immediately 
before that time to the extent that it can be established that no 
deduction under section 110.6 was claimed by any person in 
respect of that amount 


Para. 13(7)(e) added by 1986, c. 6, subsec. 8(3), applicable with re- 
spect to property acquired after May 22, 1985 other than property 
acquired before 1986 pursuant to an agreement in writing entered 
into before May 23, 1985. 


Pre-RSC History [former para. 13(7)(e)]: Former. para. 
13(7)(e) repealed by 1976-77, c. 4, subsec. 3(4), applicable for the 
purpose of determining the undepreciated capital cost to a taxpayer 
of depreciable property of a prescribed class at any time after May 
25, 1976. Para. (e) formerly read: 


(e) notwithstanding paragraph (21)(f), 


(i) the undepreciated capital cost. referred to in subpara- 
graph 44(1)(c)(i1) shall be determined after giving effect 
to the disposition of the former property referred to in 
subsection 44(1), and 


(ii) the undepreciated capital cost immediately before the 
time determined under clause (4)(c)(iv)(B) of the class of 
property to which the replacement property referred to in 
paragraph (4)(c) belongs shall be determined after giving 
effect to 


(A) the disposition of the former property referred to 
in subsection 44(1), and 


(B) the reduction, referred to in paragraph 44(1)(b), 
in the capital cost of that replacement property. 


Para. 13(7)(e) substituted by 1974-75-76, c. 26, subsec. 6(3), appli- 
cable after May 6, 1974. Para, (e) formerly read: 


(e) where a taxpayer has received or is entitled to receive 
from a government, municipality or other public. authority, in 
respect of or for the acquisition of property, a grant, subsidy 
or other assistance other than an amount authorized to be paid 
under an Appropriation Act and on terms and conditions ap- 
proved by the Treasury Board for the purpose of advancing or 
sustaining the technological capability of Canadian manufac- 
turing or other industry, the capital cost of the property shall 
be deemed to be the capital cost thereof to the taxpayer minus 
the amount of the grant, subsidy or other assistance. 


Regulations: 1102(14) — Class of property preserved on non- 
arm’s length acquisition. 


Interpretation Bulletins: IT-209R: Inter-vivos gifts of capital 
property to individuals directly or through trusts; IT-217R: Depre- 
ciable property owned on December 31, 1971. 


(e.1) [capital gains exemption election] — 
where a taxpayer is deemed by paragraph 
110.6(19)(a) to have disposed of and reacquired a 
property that immediately before the disposition 
was a depreciable property, the taxpayer shall be 
deemed to have acquired the property from him- 


80 


Income Tax Act, Part I, Div. B 


self, herself or itself and, in so having acquired 
the property, not to have been dealing with him- 
self, herself or itself at arm’s length; 
Related Provisions: 69(1) — Effect of acquiring property not at 
arm’s length. 


History: Para. 13(7)(e.1) added by 1995, c. 3, subsec. 4(2), applica- 
ble to 1994 et seq. 


Regulations: 1102(14) — Class of property preserved on deemed 
reacquisition. 


(f) [change in control] — where a corporation 
is deemed under paragraph 111(4)(e) to have dis- 
posed of and reacquired depreciable property 
(other than a timber resource property), the capi- 
tal cost to the corporation of the property at the 
time of the reacquisition is deemed to be the 
amount that is equal to the total of 


(i) the capital cost to the corporation of the 
property at the time of the disposition, and 


(ii) */4 of the amount, if any, by which the cor- 
poration’s proceeds of disposition of the prop- 
erty exceed the capital cost to the corporation 
of the property at the time of the disposition; 


Related Provisions: See Related provisions and Definitions at 
end-of s. 13. 


History: The opening words of para. 13(7)(f) amended by 1998, c: 
19, subsec. 73(3), applicable after April 26, 1995. The opening 
words formerly read: 


(f) [change in control or in exempt status] — where a cor- 
poration is deemed under paragraph 111(4)(e) or 149(10)(b) 
to have disposed of and reacquired depreciable property 
(other than a timber resource property), the capital cost to the 
corporation of the property at the time of the reacquisition 
shall be deemed to be the amount that is equal to the total of 


That portion of para. 13(7)(f) preceding subpara. (i) amended by 
1994, 'c. 7, Sch. II (1991, c. 49), subsec. 9(7), to substitute “deemed 
under” for “deemed by” and to add “(other than a timber resource 
property)”, applicable to property acquired after May 22, 1985. 


Pre-RSC History: Subpara. 13(7)(f)(ii) amended by 1988, c. 55, 
subsec. 6(11), to substitute “%/4” for “'/2”, applicable where control of 
a corporation is acquired by a person or group of persons after Janu- 
ary 15, 1987 and where, after June 5, 1987, a corporation becomes 
or ceases to be exempt from tax under Part I of the Act on its taxa- 
ble income, except that where control of a corporation is acquired or 
a corporation becomes or ceases to be exempt from tax under Part I 
of the Act on its taxable income in a taxation year ending after 1987 
and commencing before 1990, the reference to “/4” in subparagraph 
13(7)(f)(ii) shall, in respect of the corporation for the year, be read 
as a reference to the fraction determined as the aggregate of 


(a) where the corporation is a Canadian-controlled private cor- 
poration throughout its taxation year, 


(i) that proportion of '/2 that the number of days in the year 
that are before 1988 is of the number of days in the year, 


(ii) that proportion of 7% that the number of days in the year 
that are after 1987 and before 1990 is of the number of days 
in the year, and 


(iii) that proportion of */4 that the number of days in the year 
that are after 1989 is of the number of days in the year, and 


(b) where the corporation is a corporation that was not a Cana- 
dian-controlled private corporation throughout its taxation year, 


(i) that proportion of '/2 that the number of days in the year 
that are before July 1988 is of the number of days in the 
year, ; 


a 
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(ii) that proportion of */s that the number of days in the year 

that are after June 1988 and before 1990 is of the number of 

days in the year, and . 

(iii) that proportion of */4 that the number of days in the year 

that are after 1989 is of the number of days in the year. 
Para. 13(7)(f) added by 1987, c. 46, subsec. 4(1), applicable retroac- 
tively where control of a corporation is acquired by a person or 
group of persons after January 15, 1987 and where, after June 5, 
1987, a corporation becomes or ceases to be exempt from tax under 
Part I. of the Act on its taxable income. 
Interpretation Bulletins: IT-302R3: Losses of a corporation — 
the effect that acquisitions of control, amalgamations, and wind- 
ings-up have on their deductibility — after January 15, 1987. 


(g) [luxury automobile] — where the cost to a 
taxpayer of a passenger vehicle exceeds $20,000 
or such other amount as may be prescribed, the 
capital cost to the taxpayer of the vehicle shall be 
deemed to be $20,000 or that other prescribed 
amount, as the case may be; and 
Related Provisions: 13(2)— No recapture on luxury automo- 
bile; 13(7)(h) — Where vehicle acquired not at arm’s length; 
20(16.1) — No terminal loss on luxury automobile; 67.2 — Limita- 
tion on interest expense; 67.3 — Limitation on leasing cost; 
85(1)(e.4) — Transfer of property to corporation by shareholders; 
Reg. 1100(2.5) — 50% CCA in year of disposition. 


Regulations: 1101(laf) (separate class); 7307(1) (prescribed 
amount); Sch. I[:Cl? 10.1 (class for CCA). 


Interpretation Bulletins: IT-521R: Motor vehicle BGs 
claimed by self-employed individuals. 


1.T. Technical News: No. 10 (1997 deduction limits and benefit 
rates for automobiles); No. 12 ( 1998 deduction limits and benefit 
rates for automobiles). 


(h) [luxury automobile — non-arm’s length 
acquisition] — notwithstanding paragraph (g), 
where a passenger vehicle is acquired by a tax- 
‘payer at any time from a person with whom the 
taxpayer does not deal at arm’s length, the capital 
cost at that time to the taxpayer of the vehicle 
shall be deemed to be the least of 


_(1) the fair market value of the vehicle at that 
time, 


(ii) the amount that immediately before that 
time was the cost amount to that person of the 
vehicle, and 


(iii) $20,000 or such other amount as is 
prescribed. 
Related Provisions: 20(16.1) — Terminal loss; 67.4 — More 
than one owner. See additional Related provisions and Definitions 
at end of s. 13. 
History: That portion of para. 13(7)(h) preceding subpara. (i) 
amended by 1994, c. 7, Sch. II (1991, c. 49), subsec. 9(8), to add 
“notwithstanding paragraph (g),” applicable with respect to taxation 
years and fiscal periods beginning after June 17, 1987 that end after 
1987, 
Pre-RSC History: Paras. 13(7)(g), (h) added by 1988, c. 55, 
subsec, 6(12), applicable to taxation years and fiscal periods begin- 
ning after June 17, 1987 that end after 1987. 
Regulations: 7307(1) (prescribed amount). 


Interpretation Bulletins: IT-521R: Motor vehicle expenses 
claimed by self-employed individuals. 


1.T. Technical News: No. 10 (1997 deduction limits and Bench 
rates for automobiles). 
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Interpretation, Bulletins [subsec.. 13(7)]: IT-102R2» Conver- 
sion of. property, other than. real. property, from or. to inventory; IT- 
120R4: Principal residence; IT-218R:..Profit,) capital, gains. and 
losses from. the sale of real estate, including farmland and inherited 
land and conversion of realestate from capital property to inventory 
and vice versa; IT-478R: CCA —. recapture and terminal. loss; IT- 
522R: Vehicle, travel and sales expenses of employees, 


Information Circulars: 87-5: Capital cost of property, where 
trade-in is involved. 


(7.1) Deemed capital cost of certain prop- 
erty — For the purposes of this Act, where section 
80 applied to reduce the capital cost to a taxpayer of 
a depreciable property, ora taxpayer deducted an 
amount. under subsection 127(5) or-(6) in respect of a 
depreciable property or received or is entitled to re- 
ceive assistance from a government, municipality or 
other public authority in respect of, or for the acqui- 
sition of, depreciable property, whether as a grant, 
subsidy, forgivable.loan, deduction from tax, invest- 
ment allowance or as any: other form: of assistance 
other than 


(a) an amount described in paragraph 37(1)(d), 


(b) an amount deducted as. an allowance ne 
section, 65, or... : 


‘(b.1) an amount included in income ‘by virtue of 
paragraph 12(1)(u) or 56(1)(s), . 


the capital cost of the property to the taxpayer at.any 
particular time shall be deemed to be the amount, if 
any; by which the total. of. 


(c) the capital cost of the property to the taxpayer, 
determined ‘without’ reference to this subsection, 
subsection (7.4) and section 80, and 

(d) such part, if any, of the assistance as has been 
repaid by the taxpayer, pursuant to an obligation 
to repay all or any part of that assistance, in re- 
spect of that property before the disposition 
thereof. by the laxpAy eh and, before the particular 
time 


exceeds the total of 


(e) where the property was’ acquired in‘a taxation 
year ending before the particular time, all 
amounts deducted under subsection 127(5) or (6) 
by the taxpayer for a taxation year ending before 
the particular time, 


(f) the amount of assistance the taxpayer has re- 
ceived or is entitled, before the particular time, to 
receive, and ~ 


(g) all amounts by which the capital cost of the 
property to the taxpayer is required because of 
section 80 to be reduced at or before that time, 


in respect of that property before the disposition 
thereof by the taxpayer. 


Related Provisions: 6(8)(d) — GST rebate deemed to be assis- 
tance; 12(1)(t) — Investment tax credit; 13(7,2)— Receipt of pub- 
lic assistance; 13(7.4) — Deemed capital cost of certain property; 
65 — Allowances; 80(1)‘‘excluded obligation” (a)(iii) — Debt for- 
giveness rules do not apply, where amount has reduced capital cost 
of property; 80(5) — Reduction in. capital.cost on settlement of 
debt; 80(9) — Additional reduction in capital cost for limited pur- 
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poses; 87(2)(j.6) — Amalgamations — continuing corporation; 
127(11.5) — Ignore 13(7.1) for purposes of ITC qualified expendi- 
tures; 127(12) — Investment tax credit; 143.2(6)— Reduction in 
GST — input tax credit 


and rebate; 248(18) — GST 
additional Related provisions and Definitions at end of s. 13. 


History: The opening words of subsec. 13(7.1) and para. (c) 
amended and para. (g) added by 1995, c. 21, subsecs. 2(1)-(3), ap- 
plicable to taxation years that end after February 21, 1994. The 
opening words and para. (c) formerly read: 


(7.1) For the purposes of this Act, where a oe has. de- 
ducted an amount under subsection 127(5) or (6) in respect of 
a depreciable property or has received or is entitled to receive 
assistance from a government, municipality or other public 
authority in respect of, or for the acquisition of, depreciable 
property, whether as a grant, subsidy, forgivable loan, deduc- 
tion from tax,-investment allowance or as any. other form.of 
assistance other than . 


ehh 6 oe 


(c) the capital cost thereof to the taxpayer, determined 
without reference to this subsection and subsection (7.4), 
and 


Pre-RSC: History: Para. 13(7.1)(a) substituted by 1988, c. 55, 


subsec. 6(13), applicable with a to pda es made after | 


April 1988. Para. (a) formerly read: 


(a) an amount authorized to be paid under an Appropriation 
Act and.on terms and. conditions approved by the Treasury 
Board in respect of scientific research expenditures incurred 
for the purpose of advancing or sustaining the technological 
capability of Canadian manufacturing or other industry, 


All that portion of subsec. 13(7.1) following para. (b.1) substituted 
by 1988, c. 55, subsec. 6(14), i abe to 1988 et 4 That por- 
tion formerly read: 


the capital cost of the property to.the taxpayer shall be 
deemed to be. the amount by. which the aggregate of 


(c) the capital cost thereof to the taxpayer, determined 
without reference to this subsection and subsection (7.4), 
and 


(d) such part, if any, of the assistance as nie been repaid 
by the taxpayer, pursuant to an obligation to repay all or 
any part of that assistance, in’ respect of that property 
before the disposition thereof by him 


exceeds the aggregate of 


(e) all amounts deducted under subsection 127(5) or (6), 
and 


(f) the amount of the assistance the taxpayer has received 
or is entitled to receive, 


in respect of that property before the disposition thereof by 
the taxpayer. 


Para. 13(7.1)(c) amended by 1986, c. 6, subsec. 8(4), to. substitute 
“determined without reference to this subsection and subsection 
(7.4)” for “otherwise determined”, applicable to 1985 et seq. 


Para. 13(7.1)(b.1), all that portion of subsec. 13(7.1) following para. 
(c), substituted by 1980-81-82-83, c. 48, subsecs. 5(3), (4), para. 
13(7.1)(b.1) applicable to 1981 et seg., that portion applicable to 
taxation years ending after December 11, 1979. Para. 13(7.1)(b.1) 
and that portion formerly read: 


(b.1) an amount received under a program that is a pre- 
scribed program of the Government of Canada relating to 
home insulation for the purposes of paragraph 56(1)(s), 


(d) such part, if any, of the assistance as has been repaid 
by the taxpayer pursuant to an obligation to repay all or 
any part of that assistance, 
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exceeds the aggregate of 


(e) all amounts deducted under subsection 127(5) or (6) 
in respect of that property, and 


(f) the amount of the assistance. 


All that portion of subsec, 13(7.1) preceding, para. (a)-and para. 
13(7.1)(e) substituted by 1979, c. 5, s. 4, applicable to taxation years 
ending after November 16, 1978, to add references to subsection 
127(6) and to.add “depreciable property” in that portion. 


All that portion of subsec. 13(7.1) preceding para. (a) and all that 
portion following para. (d) substituted by 1977-78, c..4,-s..2..Those 
portions formerly read: 


66,99 


a’ before 


(7.1) For the purposes of this Act, where a taxpayer has de- 
ducted an amount under subsection 127(5).in respect of de- 

_ preciable property or has received or is entitled to receive as- 
sistance from a government, municipality or other public 
authority in respect of, or for the acquisition of, depreciable 
property, whether as a grant, subsidy, forgiveable loan, de- 
duction from tax, investment allowance or as any other form 
of assistance other than 


exceeds — 
(e) the amount of the assistance. 


Para. 13(7.1)(b.1) added se 1977-78, c.'1, subsec. 6(5), spplicaBle 
to 1977 et seq. 


Subsec. 13(7.1) added by 1974-75-76, c. 26, subsec. 6(4), applica- 
ble (by subsec. 6(10) as substituted by 1974-75-76, c. 71, s. 14) af- 


ter May 6, 1974, except that in its application to acquisitions of 


property occurring before November 19, 1974, subsection 13(7.1) 
of the said Act shall be read as follows: 


(7.1) For the purposes of this section and any regulations 
made under paragraph 20(1)(a), where a taxpayer has re- 
ceived or is entitled to receive from a government, municipal- 
ity or other public authority, in respect of or for the acquisi- 
tion’ Of property, a grant, subsidy or Other assistance other 
than an amount authorized to be paid under an Appropriation 
Act and on terms and conditions approved by the Treasury 
: Board for the purpose of advancing or sustaining the techno- 
logical capability of Canadian manufacturing or other indus- 
try, the capital cost of the property to the taxpayer shall be 
deemed to be the amount by which the aggregate of 


(a) the capital cost thereof to the’ taxpayer, otherwise de- 
termined, and 


(b) such part, if any, of the grant, subsidy or other assis- 
tance as has been repaid by the taxpayer pursuant to an 
obligation to repay all or any part of that grant, subsidy 
or other assistance, 


exceeds 
(c) the amount of the grant, subsidy or other assistance. 4 


Selected Cases [subsec. 13(7.1)]: Prince Albert Pulp Co. v. 
Canada, [1990] 2 C.T.C. 339 (FCTD); aff'd [1992] 1 C.T.C. 262 
(FCA) (Reduction in capital cost occurs in year investment tax 
credit used); Canadian Pacific Ltd. v. The Queen, [1988] 1 C. 6 I 
429 (FCA) (Government assistance deducted from capital cost); The 
Queen v. A.E.L. Mirotel Ltd., [1986] 2 C.T.C. 108 (FCA) (Invest- 
ment tax credits, government assistance, deducted from capital 
cost); The Queen v. British Columbia Forest Products Ltd., [1986] 1 
C.T.C. 1 (FCA) (Investment tax credit deducted from capital cost); 
The Queen v. G.T.E. Sylvania Canada Ltd.,- [1974] C.T.C.-751 
(FCA) (Reduction in taxable income consequent upon amendment 
to Quebec statute not “grant, subsidy or other assistance” for pur- 
poses of former paragraph 20(6)(h) [now subsection 13(7.1)]); 
Valley Camp Ltd. v. MNR, [1974] C.T.C. 418 (FCTD) (Former par- 
agraph 20(6)(h) [now subsection 13(7.1)] does not apply to ordinary 
business arrangements with Canadian National, hence no assistance 
from public authority in acquiring property). 
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Interpretation Bulletins: IT-273R: Government assistance — 
General comments; IT-478R: CCA — recapture and terminal.loss. 


(7.2) Receipt of public assistance — For the 
purposes of subsection (7.1), where at any time a 
taxpayer who is a beneficiary of a trust or a member 
of a partnership has received or is entitled to receive 
assistance from a government, municipality or other 
public authority whether as a grant, subsidy, forgiva- 
ble loan, deduction from tax, investment allowance 
or as any other form of assistance, the amount of the 
assistance that may reasonably be considered to be in 
respect of, or for the acquisition of, depreciable 
property of the trust or partnership shall be deemed 
to have been received at that time by the trust or 
partnership, as the case may be, as assistance from 


the government, municipality or other public author- 


ity for the acquisition of depreciable property. 


Related Provisions: 53(2)(c)(ix) — Reduction of adjusted cost 
base of partnership interest; 53(2)(h)(v) — Reduction of adjusted 
cost base of capital interest in trust. See Related provisions and Def- 
initions at end of s. 13. 


Pre-RSC History: Subsec. 13(7.2) added by 1985, c. 45, subsec. 
7(1), applicable with respect to property acquired after May 9, 1985 
other than property acquired pursuant to an aBrepment in writing 
entered into before May 10, 1985. 


(7.3) Control of corporations by one trus- 
tee — For the purposes of paragraph (7)(e), where 
at a particular time one corporation. would, but for 
this subsection, be related to another corporation by 
reason of both corporations being controlled by the 
same trustee or executor and.it is established that 


(a) the trustee or executor did not acquire control 
of the corporations as a result of one or more 
trusts or estates created by the same. individual or 
by two or more individuals not dealing with each 
other at arm’s length, and 


(b) the trust or estate under which the trustee or 
executor acquired control of each of the corpora- 
tions arose only on the death of the individual 
creating the trust or estate, 


the two corporations shall be deemed not to be re- 
lated to each. other at that particular time. 

Related Provisions: See Related provisions and Definitions at 
end of s. 13. 

Pre-RSC History: Subsec. 13(7.3) added by. 1986, c. 6, subsec. 
8(5), applicable with respect to. property acquired after May 22, 


1985 other than property acquired before 1986 pursuant to an agree- 
ment in writing entered into before May 23, 1985. 


(7.4) Deemed capital cost — Notwithstanding 
subsection (7.1), where a taxpayer has in a taxation 
year received an amount that would, but for this sub- 
section, be included in the taxpayer’s income. under 
paragraph 12(1)(x) in respect of the cost of a depre- 
ciable property acquired by the taxpayer in the. year, 
in the three taxation years immediately preceding the 
year or in the taxation year immediately following 
the year and the taxpayer elects under this subsection 
on or before the day on or before which the taxpayer 
is required to file the taxpayer’s return of income 
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under this Part for the year, or, where the-property is 
acquired in. the taxation year immediately. following 
the year, for that following year, the capital cost of 
the. property to the taxpayer shall be deemed to be 
the amount by which the total. of 


(a) the capital cost of the property to. the taxpayer 
otherwise determined, applying the provisions of 
subsection (7.1), where necessary, and 


(b) such part, if any, of the amount received by 
the taxpayer as has been. repaid by, the taxpayer 
pursuant to a legal obligation to repay all or any 
part of that amount, in respect. of that property 
and before the disposition thereof by. the tax- 
payer, and as may reasonably be considered to be 
in respect of the amount elected under this sub- 
‘section in respect of the property 


exceeds the amount elected by. the taxpayer under 
this subsection, but in no case shall the amount 
elected under this subsection exceed the least of 


(c) the amount so received by the taxpayer, 


(d) the capital cost of the property to the taxpayer 
otherwise determined, and 


(e) where the taxpayer has disposed of the prop- 

erty before the year, nil. 
Related Provisions: 87(2)(j.6) — Amalgamations — continuing 
corporation; 125.4(5) — Canadian film/video credit is deemed to be 
assistance; 125.5(5) — Film/video production services credit is 
deemed to be.assistance; 127(11.5) — Ignore 13(7.4) for purposes 
of ITC qualified expenditures; 220(3.2), Reg. 600(b) — Late filing 
of election or revocation. See Related provisions and Definitions at 
end of s. 13. 


Pre-RSC History: Subsec., 13(7.4): added by 1986, c. 6, subsec. 
8(5); applicable: to 1985 et seq. 


Selected Cases [subsec. :13(7.4)]: Woodward Stores Ltd. v. 
Canada, [1991] 1 €.T.C. 233 (FCTD) (“Fixturing allowance” (in- 
ducement) was capital receipt). . 


Interpretation, Bulletins: IT-478R: CCA. — recapture and termi- 
nal loss. 


Information Circulars: 92-1: Guidelines for accepting late, 


amended or revoked elections. 


(7.5) Deemed capital cost — For the lapse of 
this Act, 


(a) where a taxpayer, to acquire a property pre- 
scribed in respect of ‘the taxpayer, is required 
under the terms of a contract made after March 6, 
1996 to make a payment to Her Majesty in right 
of Canada or.a province or to a Canadian munici- 
pality in respect, of costs incurred or. to. be in- 
curred by the recipient of the payment. 


(i) the taxpayer is deemed to have acquired 
the property at a capital cost equal to the por- 
tion of that payment made by the taxpayer that 
can reasonably be regarded as being 1n respect 
of those costs, and 


(ii) the time of acquisition of the property by 
the taxpayer is deemed to be the later of the 
time the payment is made and the time at 
which those costs are incurred; 


S. 13(7.5)(b) 


(b) where 


(i) at any time after March 6, 1996 a taxpayer 
incurs a cost on account of capital for the 
building of, for the right to use or in respect 
of, a prescribed property, and 


(ii) the amount of the cost would, if this para- 
graph did not apply, not be included in the 
capital cost to the taxpayer of depreciable 
property of a prescribed class, 


the taxpayer is deemed to have acquired the prop- 
erty at that time at a capital cost equal to the 
amount of the cost; 


(c) where a taxpayer acquires an intangible prop- 
erty as a consequence of making a payment to 
which paragraph (a) applies or incurring a cost to 
which paragraph (b) applies, 
(i) the property referred to in paragraph (a) or 
(b) is deemed to include the intangible prop- 
erty, and 


(ii) the portion of the capital cost referred to in 
paragraph (a) or (b) that applies to the intangi- 
ble property is deemed to be the amount deter- 
mined by the formula 


B 
(Aaa 
C 


where 


A is the lesser of the amount of the payment 
made or cost incurred and the amount de- 
termined for C, 


is the fair market value of the intangible 
property at the time the payment was made 
or the cost was incurred, and 


is the fair market value at the time the pay- 
ment was made or the cost was incurred of 
all intangible properties acquired as a con- 
sequence of making the payment or incur- 
ring the cost; and 


(d) any property deemed by paragraph (a) or (b) 
to have been acquired at any time by a taxpayer 
as a consequence of making a payment or incur- 
ring a cost 


(i) is deemed to have been acquired for the 
purpose for which the payment was made or 
the cost was incurred, and 


(ii) is deemed to be owned by the taxpayer at 
any subsequent time that the taxpayer benefits 
from the property. 

Related Provisions: 66.1(6)“Canadian exploration expense”(1), 


66.2(5)“Canadian development expense’’(j) — Where property is 
depreciable property, its cost will not be CEE or CDE. 


History: Subsec. 13(7.5) added by 1997, c. 25, subsec. 3(2), appli- 
cable to taxation years that end after March 6, 1996. 


Regulations: 1102(14.2) (prescribed property for 13(7.5)(a)); 
1102(14.3) (prescribed property for 13(7.5)(b)). 


(8) Disposition after ceasing business — Not- 
withstanding subsections (3) and 11(2), where a tax- 
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payer, after ceasing to carry on a business, has ‘dis- 
posed of depreciable property of the taxpayer of a 
prescribed class that was acquired by the.taxpayer 
for the purpose of gaining or producing income from 
the business and that was not subsequently used by 
the taxpayer for some other purpose, in applying 
subsection (1) or (2), each reference therein to a 
“taxation year” and “year” shall not be read as a ref- 
erence to a “fiscal period”. Ty eahed 


Related Provisions: 13(1)—Recaptured depreciation; 
20(16.3) — Same rule for purposes of subsecs. 20(16) and (16.1); 
25(3) — Disposition in extended fiscal period. See additional Re- 
lated provisions and Definitions at end of s. 13. ' 


Pre-RSC History: Subsec. 13(8) also referred to subsecs, 20(16) 
and (16.1). (See now subsec. 20(16.2).) 


Subsec. 13(8) substituted by 1990, c. 39, subsec. 6(3), applicable 
with respect to fiscal periods and taxation years, commencing after 
June 17, 1987 that end after 1987. Subsec. (8) formerly read: 


(8) Property disposed of after ceasing business — Where — 
a taxpayer, after ceasing to carry on a business, has disposed 
of depreciable property of the taxpayer of a prescribed class. 
that was acquired by him for the purpose of gaining or pro- 
ducing income from the business and that’\was not subse’ 
quently used by him for some other purpose, in applying sub- 
section (1) or 20(16) a reference therein to a “taxation: year” 
shall, notwithstanding anything in subsection (3), not be read 
as a reference to a fiscal period. 


Subsec. 13(8) substituted by 1977-78, c. 1, subsec. 6(6), applicable 


to taxation years commencing after May 25, 1976 and ending after 
March 31, 1977. Subsec.- (8) formerly read: 


(8) Where a taxpayer, after ceasing to carry on a business, has 
disposed of depreciable property of the taxpayer of a’ pre- 
scribed class that was acquired by him for the purpose of 
gaining or producing income from the business and that was 
not subsequently used by him for some other purpose, in ap- 
plying subsection (1) in respect of the disposition of that 
property, a reference in that subsection to a “taxation year” 
shall, notwithstanding anything in subsection (3), not be read 
as a reference to a fiscal period. 
Subsec. 13(8) substituted by 1976-77,.c. 4, subsec. 3(5), applicable 
in respect of taxation years commencing after May 25, 1976, to re- 
peal reference to subsec. (1.1). 
Subsec. 13(8) substituted by 1974-75-76, c. 26, subsec. 4(4), to add 
a reference to subsec. (1.1), applicable to the 1974 and subsequent 
taxation years. ‘Tr 
Interpretation Bulletins: IT-172R: CCA — taxation year of indi- 
viduals; IT-478R: CCA — recapture and terminal loss. 


(9) Meaning of “gaining or producing in- 
come” — In applying paragraphs (7)(a) to (d) in te- 
spect of a non-resident taxpayer, a reference to 
“gaining or producing income” in relation to a busi- 
ness shall be read as a reference to gaining or pro- 
ducing income from a business wholly carried on in 
Canada or such part of a business as is wholly car- 
ried on in Canada. a1 


Related Provisions: See Related provisions and Definitions at 
end of s. 13. S83 


Pre-RSC History: Subsec. 13(9) substituted by 1988, c. 55, sub- 
sec. 6(15), applicable with respect to changes in use occurring after 
April 1988. Subsec. (9) formerly read: ee 


(9) “Business” defined — In applying paragraphs (7)(a) to 
(d) in respect of a non-resident taxpayer, a reference to a 
“business” shall be read as a reference to a business wholly’: 
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carried on in Canada or such part of a business as is wholly 
carried on in Canada. 
Interpretation Bulletins: IT-478R: CCA — recapture and termi- 
nal. loss. 


(10) Deemed capital cost — For the purposes of 
this Act, where a taxpayer has, after December 3, 
1970 and before April 1, 1972, acquired prescribed 
‘property 3 
(a) for use in a prescribed manufacturing or 
processing business carried on by the taxpayer, 
and | 
(b) that was not used for any purpose whatever 
before it was acquired by the taxpayer, 


the taxpayer shall be deemed to have acquired that 
property at a capital cost to the taxpayer equal to 
115% of the amount that, but for this subsection and 
section 21, would have been the capital cost to the 
taxpayer of that property. 

Related Provisions: See Related provisions and Definitions at 
end of s. 13. 

Regulations: 1102(15) (prescribed property, prescribed manufac- 
turing or processing business). 


Interpretation Bulletins: IT-273R: Government assistance — 
general comments. : 


(11) Deduction in respect of property used in 
performance of duties — Any amount deducted 
under subparagraph 8(1)(j)(ii) or (p)(ii) of this Act or 
subsection 11(11) of The Income Tax Act, chapter 52 
of the Statutes of Canada, 1948, shall be deemed, for 
the purposes of this section to have been deducted 
under regulations made under paragraph 20(1)(a). 


Related Provisions: See Related provisions and Definitions at 
end of s. 13. 


Pre-RSC History: Subsec. 13(11) substituted by 1988, c. 55, 
subsec. 6(16), applicable to 1988 et seq. Subsec. 13(11) formerly 
read. 


(11) Deduction in respect.of automobile used _ in 
performance of duties — Any deduction made under sub- 
paragraph 8(1)(j)(ii) of this Act or subsection 11(11) of The 
1948 Income Tax Act shall be deemed, for the purposes of 
this section, to have been made under regulations made under 
paragraph 20(1)(a). 


Interpretation Bulletins: IT-522R: Vehicle, travel and sales ex- 
penses of employees. 


(12) Application of para. 20(1)(cc) — Where, in 
computing the income of a taxpayer for a taxation 
year, an amount has been deducted under paragraph 
20(1)(cc) or the taxpayer has elected under subsec- 
tion 20(9) to make a deduction in respect of an 
amount that would otherwise have been deductible 
under that paragraph, the amount shall, if it was a 
payment on account of the capital cost of depreciable 
property, be deemed to have been allowed to the tax- 
payer in respect of the property under regulations 
made under paragraph 20(1)(a) in computing the in- 
come of the taxpayer 


(a) for the year, or 


(b) for the year in which the property was 
acquired, 
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whichever is the later. 


Related Provisions: See Related provisions and Definitions at 
end of s. 13. 


Interpretation Bulletins: IT-99R4: Legal and accounting fees. 


(13). Deduction under Canadian Vessel 
Construction Assistance Act— Where a de- 
duction has been made under the Canadian Vessel 
Construction Assistance Act for any taxation year, 
subsection (1) is applicable in respect of the pre- 
scribed class created by that Act or any other pre- 
scribed class to which the vessel may have been 
transferred. 


Related Provisions: See Related provisions and Definitions at 
end of s. 13. 


(14) Conversion cost — For the purposes of this 
section, section 20) and any regulations made under 
paragraph 20(1)(a),.a vessel.in respect of which any 
conversion. cost is.incurred: after March 23, 1967 
shall, to the extent of the conversion cost, be deemed 
to be included in a separate prescribed class. 

Related Provisions: 13(17) — Transfer of separate class to same 


class as vessel..See also Related provisions.and Definitions at end 
OlS. ho: 


Pre-RSC History: Subsec. 13(14) substituted by 1977-78, c. 1, 
subsec. 6(7), applicable to taxation years commencing after May 25, 
1976 and ending after March 31, 1977, to add reference to section 
20. 


Regulations: 1100(1)(v), 1101(2a). 
Interpretation Bulletins: IT-267R2: CCA — vessels. 


(15) Where subsec. (1) and subdivision c do 
not apply — Where a vessel owned by a taxpayer 
on January 1, 1966 or constructed pursuant to a con- 
struction contract entered into by the taxpayer prior 
to 1966 and not completed by that date was disposed 
of by the taxpayer before 1974, 


(a) subsection (1) and subdivision c.do not apply 
to the proceeds of disposition 


(i) if an amount at least equal to the proceeds 
of disposition was used by the taxpayer, 
before May, 1974 and during the taxation year 
of the taxpayer in which the vessel was dis- 
posed of or within 4 months from the end of 
that taxation year, under conditions satisfac- 
tory to. the appropriate minister, either for re- 
placement or to incur any conversion, cost 
with respect to a vessel owned by the. tax- 
payer, or 

(i1) if the appropriate minister certified. that 
the taxpayer had, on. satisfactory terms, 
deposited 


(A) on or before the day on which the tax- 
payer was required to file a return of the 
taxpayer’s income for the taxation year in 
which the vessel was. disposed of, or 


(B) on or before such day subsequent to 
the day referred to in clause (A) as the ap- 
propriate minister specified in respect of 
the taxpayer, 


S. 13(15)(a)(ii) 


an amount at least equal to the tax that would, 
but for this subsection, have been payable by 
the taxpayer under this Part in respect of the 
proceeds of disposition, or satisfactory secur- 
ity therefor, as a guarantee that the proceeds 
of disposition would be used before 1975 for 
replacement; and 


(b) if within the time specified for the filing Ay a 
return of the taxpayer’s income for the taxation 
year in which the vessel was disposed of 


(i) the taxpayer elected to have the vessel con- 
stituted a prescribed class, or 


(ii) where any conversion cost in respect of 


the vessel was included in a separate pre- 
scribed class, the taxpayer elected to have the 
vessel transferred to that class, 


the vessel shall be deemed to have been so trans- 
ferred immediately before the disposition thereof, 


but this paragraph does not apply unless the pro- 


ceeds of disposition of the vessel exceed the 

amount that would be the undepreciated capital 

cost of property of the class to which it would be 

so transferred. . 
Related Provisions: 13(16) — Election; 13(17) — Prescribed 
class; 13(18) — Reassessment;. 13(19), (20) — Disposition of- de- 
posit; 13(21)“appropriate minister”; 96(3) — Election by members 
of partnership; 150(1) — When return of income due. See addi- 
tional Related provisions and Definitions at end of s. 13. 


Pre-RSC History: Para. 13(15)(a) referred to “the Minister of 
Industry, Science and Technology” rather than “the appropriate 
minister”. Also, see the Table of Concordance for the restructuring 
of para. (b). 


Para. 13(15)(a) amended by 1990,.c. 1, s. 27, to substitute “Minister 
of Industry, Science and Technology” for “Minister of Regional In- 
dustrial Expansion”, in force February 23, 1990. 


Subsec. 13(15) amended by 1980-81-82-83, c. 167, Sch. I, to substi- 
tute “Minister of Regional Industrial Expansion” for “Minister of 
Industry, Trade and Commerce”. 


Subparas. 13(15)(a)(i), (ii) substituted by 1974-75-76, c. 26, subsec. 
4(5), applicable to 1972 et seq. 


(16) Election concerning vessel — Where a 
vessel owned by a taxpayer is disposed of by the tax- 
payer, the taxpayer may, if subsection (15) does not 
apply to the proceeds of disposition or if the tax- 
payer did not make an election under paragraph 
(15)(b) in respect of the vessel, within the time spec- 
ified for the filing of a return of the taxpayer’s in- 
come for the taxation year in which the vessel is dis- 
posed of, elect to have the proceeds that would be 
included in computing the taxpayer’s income for the 
year under this Part treated as proceeds of disposi- 
tion of property of another prescribed class that in- 
cludes a vessel owned by the taxpayer. 

Related Provisions: 96(3) — Election by members of partner- 


ship. See additional Related provisions and Definitions at end of s. 
£3 


Interpretation Bulletins: IT-267R2: CCA — vessels. 


(17) Separate prescribed class concerning 
vessel — Where a separate prescribed class has 
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been constituted either under this Act or the Cana- 
dian Vessel Construction Assistance Act by reason of 
the conversion of a vessel owned by a taxpayer and 
the vessel is disposed of by the taxpayer, if no elec- 
tion in respect of the vessel was made-under para- 
graph (15)(b), the separate prescribed class. consti- 
tuted by reason of the conversion shall be deemed to 
have been transferred to the class in which the vessel 
was included immediately before the disposition 
thereof... 
Related Provisions: See Related provisions and Definidons at 
end of s. 13. 


Interpretation Bulletins: [T-267R2: CCA — vessels. 


(18) Reassessments — Notwithstanding: any 
other provision of this Act, where a taxpayer has } 


(a) used an amount as described in paragraph | 


(4)(c), or 
(b) made an election under paragraph (15)(b) i in 


respect of a vessel and the proceeds of disposition _ 


of the vessel were used before 1975 for replace- 
ment under conditions satisfactory to the appro- 
priate minister, 


such reassessments of tax, interest or danalier shall 
be made as are necessary to give effect to subsec- 
tions (4) and (15). 

Related Provisions: 13(4) — Exchanges of property; BO) ap- 
propriate minister”. See additional Related provisions and Defini- 
tions at end of s. 13. 
Pre-RSC History: Para. 13(18)(a) referred. to “the Minister of 
Industry, Science and Technology” rather than “the appropriate 
minister”. ' 


Para. 13(18)(b) amended by 1990, c. 1, s. 27, to substitute “Minister 
of Industry, Science and Technology” for ‘Minister of Regional In- 
dustrial Expansion’, in force February.23, 1990. 


Subsec. 13(18) amended by 1980-81-82-83, c. 167, Sch. I, to substi- 
tute “Minister of Regional Industrial Expansion” for “Minister of 
Industry, Trade and Commerce”. 


Subsec. 13(18) substituted by 1974-75-76, c. 26, subsec. 4(6), PPP 
cable to 1972 et seq. 


(18.1) Ascertainment of certain property — 
For the purpose of determining whether property 
meets the criteria set out in the Regulations in re- 
spect of prescribed energy conservation property, the 
Technical Guide to Class 43.1, as amended. from 
time to time and published by the Department of 
Natural Resources, shall apply conclusively with re- 
spect to engineering and scientific matters. 


‘Related Provisions: 241(4)(d)(vi.1) — Disclosure of information 


to Department of Natural Resources. 


History: Subsec. 13(18.1) added by 1995, c. 3, subsec: 4(6), appli- 
cable to property acquired after February 21, 1994.’ 


Regulations: Reg. 8200.1 (prescribed energy conservation 
property). 


(19) Disposition of deposit — Allacatate part of 
a deposit made under subparagraph (15)(a)(ii) or 
under the Canadian Vessel Construction Assistance 
Act may be paid out to or on behalf of any person 
who, under conditions satisfactory to the appropriate 


’ 
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minister and asa‘replacement for the vessel epere! 
of, acquires a vessel before 1975 


(a) that was constructed in Canada and is regis- 
tered in Canada or is registered under conditions 

- satisfactory to the appropriate minister in any 
country or territory to which the British ‘Com- 
monwealth Merchant Shipping Agreement, 
signed at London on December 10, 1931, applies, 
and 


(b) in respect of the capital cost of which no of | 


lowance. has been made to any other. taxpayer 
under this Act or the Canadian Vessel Construc- 
tion Assistance, Act, 


‘or incurs any conversion cost with respect to a vessel 
owned by that person that is registered in Canada or 
is registered under conditions satisfactory to the ap- 
propriate minister in any country or territory to 
which the agreement referred to in paragraph (a) ap- 
plies, but the ratio of the amount paid out. to. the 
amount of the deposit shall not exceed the ratio of 
the capital cost to that person of the.vessel_or the 
conversion cost to that person of the vessel, as the 
case may be, to the proceeds of disposition of the 
vessel disposed of, and any deposit or part of a de- 
posit not so paid out before July 1, 1975 or not paid 
out pursuant to subsection (20) shall be paid. to the 
Receiver General and form part of the Consolidated 
Revenue Fund. 


Related Provisions: 13(21)“appropriate minister”. See additional 
Related provisions and Definitions at end of s. 13. 


Pre-RSC History: Subsec. 13(19) referred to “the Minister of 
Industry, Science and Technology” rather than. “the appropriate 
minister”. 

Subsec. 13(19) amended by 1990, c. 1, s. 27, to substitute “Minister 


of Industry, Science and Technology” for “Minister of Regional In- 
dustrial Expansion”, in force February 23,- 1990. 


Subsec. 13(19) amended by 1980-81-82-83, c. 167, Sch. I, to substi- 
tute “Minister of Regional Industrial Expansion” for “Minister of 
Industry, Trade and Commerce”. 

Subsec. 13(19) substituted by 1974-75-76, c. 26, subsec: 4(6), appli- 
cable to 1972 et seq. 


(20) Idem — Notwithstanding any other provision 


of this section, where a taxpayer made a’ deposit 
under subparagraph (15)(a)(@i1) and the proceeds of 
disposition in respect of which the deposit. was made 
were not used by any person before 1975 under con- 
ditions satisfactory to the appropriate minister as a 
replacement for the vessel. disposed.of, 


(a) to acquire a vessel described in paragraphs 
(19)(a) and (b), or 


(b) to incur any conversion cost with respect to a_ 


vessel owned by that person that is registered in 
Canada or is registered under conditions satisfac- 
tory to the appropriate minister in any country or 
territory to which the agreement referred to in 
paragraph (19)(a) applies, 


the appropriate minister may refund to the taxpayer 
the deposit, or the part thereof not paid out to the 
taxpayer under. subsection (19), as the case may be, 
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in which case there shall be added, in computing the 
income of the taxpayer for the taxation year of the 
taxpayer in which the vessel was disposéd of, that 
proportion of the amount that would have been in- 
cluded in computing the income for the year under 
this Part had the deposit not been made under sub- 
paragraph (15)(a)(ii) that the portion of the proceeds 
of disposition not so used before 1975 as.such.a re- 
placement is of the proceeds of disposition, and, not- 
withstanding any other provision of this Act, such 
reassessments. of tax, interest. or penalties shall be 
made as are vient to give effect to this 
subsection. 


Related Provisions: 13(21)“appropriate minister”. See additional 
Related provisions‘and Definitions at end of s. 13. 

Pre-RSC History: Subsec. 13(20) referred to “the Minister of 
Industry, Science and Technology” rather’ than “the appropriate 
minister”. 

Subsec. 13(20) amended by L99O esl, $2 Te to substitute “Minister 
of Industry, Science and Technology” for “Minister of Regional In- 
dustrial Expansion”, in force February 23,:1990. 

Subsec. 13(20) amended by 1980-8 1-82-83, c. 167, Sch. I, to substi- 
tute “Minister of Regional Industrial Expansion” for “Minister of 
Industry, Trade and Commerce”. Subsec. 13(20) substituted by 
1974-75-76, c. 26, subsec. 4(6), applicable to 1972 ef seg. 


(21) Definitions — In this section, 

Related Provisions: 20(1.1)— Definitions in’ 13(21) apply. to 
regulations made under: 20(1)(a); tm 1) — Definitions in 13(21) 
apply to s. 20. 

Pre-RSC History: (The opening words referred also to‘s..20 and 


regulations made under para. 20(1 Ya). See now subsecs. DOC) 
(27-1 )s) 


“All that portion of subsec. 13(21) preceding para. (a) substituted by 


1977-78; c. 4, subsec. 6(8), applicable to taxation yéars commenc- 
ing ‘after May 25, 1976 and ‘ending after March’31, 1977, to add 
reference to section 20: 


“appropriate minister’? means the Canadian Mari- 
time Commission, the Minister of Industry, Trade 
and Commerce, the Minister of Regional Industrial 
Expansion, the Minister of Industry, Science and 
Technology or the Minister of Industry or any other 
minister or body that was or is legally authorized to 
perform the act referred to in the provision in which 
this expression occurs at the time the act was or is 
performed;, ) | 

Origin of subsec. 13(21)“appropriate minister”: R.S.C. 
1985, c. 1 (Sth Supp.). (See “Pre-R.S.C. History” to subsecs. 13(15), 
(18), (19), (20).) 

History: The definition “appropriate minister” in subsec. 13(21) 
amended by 1995, c. 1, s. 44, in force sek 29, 1995. The defini- 
tion formerly read: 


“appropriate minister’ means the Canadian Maritime Com- 
mission, the Minister of Industry, Trade and Commerce, the 
Minister of Regional Industrial Expansion, the Minister of In- 
dustry, Science and Technology or such other minister or 
body as was or is legally authorized to perform the act re- 
ferred: to in the provision in which this expression occurs’ at 
the time the act was or is performed; 


“conversion’’, in respect of a vessel, means a con- 
version or major alteration in Canada by a taxpayer; 


Related Provisions: See Related provisions and Definitions at 
end of s. 13. 
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kitstory2 The definition “‘conversion” in subsec. 13(21) amended by 
1994, c..7, Sch, II (1991,-c. 49), subsec. 9(9), applicable, with re- 
spect to conversions beginning after July 13, 1990. That definition 
formerly read: . 
“conversion”, in respect of a vessel, means a conversion or 
major alteration in Canada by_a taxpayer in accordance. with 
plans approved in writing by the appropriate minister for the 
purposes of this Act; . 
Pre-RSC History: The definition “conversion” was para. 
13(21)(a); and thé para.-referred to “the Minister of Industry, Sci- 
ence and Technology” rather than “the appropriate minister”. 
Para. 13(21)(a) amended by 1990, c: 1, s. 27, to substitute “Minister 
of Industry, Science and Technology” for “Minister of Regional In- 
dustrial Expansion”, in force February 23, 1990. 


Para. 13(21)(a) amended by 1980-81-82-83, c. 167, Sch. I,.to substi- 
tute “Minister of Regional Industrial ig ane for “Minister of 
Industry, Trade and Commerce”. 


Interpretation Bulletins: IT-267R2: CCA — weseelsi 


“conversion cost’, in respect of a | vessel, means the 
cost of a conversion; . 

History: The definition “conversion cost” in. subsec.:.13(21) 
amended by 1994, c. 7, Sch. Il (1991, c. 49), subsec. 9(9), applica- 
ble with respect to conversions beginning after July 13, 1990. That 
definition formerly read: 


“conversion cost’, in respect of a vessel, means the cost ofa 
conversion as determined by ne appropriate minister for the 
purposes of this Act; 


Pre-RSC History: The definition “conversion cost” was included 


in para: 13(21)(a) and referred to “the Minister of Industry, Science — 


and Technology” rather than “the appropriate minister’. 


Interpretation Bulletins: IT-267R2: CCA — vessels. 


“depreciable property” of a taxpayer as of any time 


in a taxation year means property acquired by the | 


taxpayer in. respect of which the.taxpayer has been 
allowed, or would, if the taxpayer owned the prop- 
erty at the end of the year and this Act were read 
without reference to subsection (26), be entitled to, a 
deduction under paragraph 20(1)(a) in computing in- 
come for that year or a preceding taxation year; 

Related Provisions: 13(5.2)(c) — Certain real property deemed 
to be depreciable property; 54 — “Capital property”; 88(1)(c.7) — 
Extended meaning for certain windup rules; 248(1)“depreciable 


property” — Definition applies to entire Act. See additional Related 


provisions and Definitions at end of s. 13. 


History: The definition “depreciable property” in’ subsec.13(21) 
substituted by 1994, c. 7, Sch. II (1991, c. 49), subsec. 9(9), applica- 
ble in respect of property acquired after 1989. The definition for- 
merly read: 


“depreciable property” of a taxpayer as of any time in a taxa- 
tion. year means. property acquired by the taxpayer in respect 
of which the taxpayer was allowed, or, if the taxpayer owned 
the property at the end of the year, would be entitled to, a 
deduction under paragraph 20(1)(a) in computing income for 
that year or a previous taxation year; 


Pre-RSC History: The definition “depreciable: property” 
para. 13(21)(b). 


Para. 13(21)(b) substituted by 1980-81-82-83, c. 48, subsec: 5(5), 
applicable with respect to acquisitions of property occurring after 
December 11, 1979. Para. (b) formerly read: 


(b) “depreciable property” of a taxpayer as of any time in a 
taxation year.means property in respect of which the taxpayer 
has been allowed, or is entitled to, a deduction under regula- 
tions made under paragraph 20(1)(a) in computing income for 
that or a previous taxation year; 


was 
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Selected Cases [subsec. 13(21)“depreciable property”]: 
Kettle River Sawmills Ltd. v. Canada, {1992] 2.C.T.C..276 (FCTD), 
rev'd in part (Nov. 12, 1993), Doc. A-1299-92, A-1300-92 (FCA) 
(Timber rights acquired in 1961. but renewed after May 6, 1974, 
were “timber resource property”); Stearns Catalytic Ltd. v.. Canada, 
[1990]. 1 C.T.G;.398 (FETD) (Spare parts capable. of causing 
lengthy termination.of production if damaged. are ,“major parts” of 
capital property, not inventory); Avril Holdings Ltd. v. MNR, [1970] 
C.T.C. 572 (SCC) (Land containing sand and gravel deposits sold 
separately was depreciable property). 


Regulations: Part XI (capital cost allowance anes on hinge 
ble property). 
!.T. Application Rules: 18, 20 (property acquired before 1972). 


Interpretation Bulletins: IT-102R2: Conversion of property, 
other than real property, from or to inventory; IT-128R: CCA 
depreciable property; IT-220R2: CCA -- proceeds of disposition of 


depreciable. property. 


Forms: T2085: Capital dispositions supplementary prea s — 3B) 
preciable property. 


“disposition of property” nClidew? any dh sicielion 
or event entitling a taxpayer to proceeds of disposi- 
tion of property; 

Related Provisions: 54“disposition” — Disposition for capital 


gains purposes. See also Related provisions" ‘and Definitions « at end 
of s. 13. 


Pre-RSC History: The definition “disposition of property” was 


‘para. 13(21)(c). 


Selected Cases [Subsec. 13(21)“disposition of property”]: 
‘Larose v. MNR, [1992] 2 C.T.C. 2339 (TCC); amended: [unre- 


ported] (Nov. 18, 1991), Doc. 87-294(IT) (TCC) (Assessment in re- 
spect of sale of properties upheld despite court decision and. other 
circumstances denying taxpayer proceeds of sale; right to dispose of 
properties had been transferred to purchaser); Browning Harvey Ltd. 
v. MNR, [1990] 1 C.T.C: 161 (FCTD); aff'd [unreported] (May 21, 
1992) (FCA); leave to appeal to SCC refused [unreported] (Feb.:14, 
1993), Doc. 23167 (Capital assets sold conditionally remain raiite 
ciable property of the taxpayer until title passes).. 


Advance Tax Ruling: ATR-1: Transferof legal title in-land to 
bare trustee corporation — mortgagee’s requirements. sole reason 
for transfer. 


“proceeds of disposition” of property ani 
(a) the sale price of property that has been sold, 
(b) compensation for property unlawfully taken, 


(c) compensation for property destroyed and any 
-amount payable under a policy of insurance in re- 
spect of loss or destruction of property, 


(d) compensation for property taken under ‘statu- 
tory authority or the sale price of property sold to 
a person by whom notice of an intention to take it 
under statutory authority was given, 

(€) compensation for property injuriously af- 
fected, whether lawfully or unlawfully or under 
statutory authority or otherwise, 


(f) compensation for property damaged arr any 
amount payable under a policy of insurance in re- 
spect of damage to property, except to the extent 
that the compensation or amount, as the case may 
be, has within a reasonable time after:the damage 
been expended on repairing the damage,, 


(g) an amount by which the liability of a taxpayer 
to a mortgagee is reduced as a result of the sale of 
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mortgaged property under a provision of the 
mortgage, plus any amount received by the tax- 
payer out of the proceeds of the sale, and 


(h) any amount included because of section 79 in 
computing a taxpayer’s proceeds of gh yaaa of 
the property; 


Related Provisions: 12(1)(f) — Insurance proceeds received for 
amount expended; 13(4) — Exchanges of property;,13(21)— Un- 
depreciated: capital cost; 13(21.1) — Disposition of a building; 
44 — Exchanges of property; 54 — “proceeds of disposition”; 
79(3) — Deemed proceeds of disposition when property surren- 
dered to creditor; 248(1) — “Cost amount’(a). See additional Re- 
lated provisions and Definitions at end of s. 13. 


History: Para. (h) of the definition “proceeds of disposition” in 
subsec. 13(21) amended by 1995, c. 21, subsec. 2(4), applicable to 
taxation years that end after February 21, 1994. The para. formerly 
read: 


(h) any amount included in computing a taxpayer’s proceeds 
of disposition of the property by virtue of paragraph 79(c); 


Pre-RSC History: The definition “proceeds of disposition” was 
para. 13(21)(d). See Table of Concordance. 
Selected Cases. [subsec. 13(21)“proceeds __ of 


disposition”’]: Corbett v. Canada, [1997] 1 C.T.C. 2. (FCA) (No 
conflict. with section 79); Seaforth Plastics Ltd. v.. The Queen, 
[1979] C.T.C..241 (FCTD) (Amounts received, from insurance for 
business interruption income, not capital), , 


Interpretation Bulletins: IT-170R: Sale of property — when in- 
cluded in income computation; IT-259R2: Exchanges of property; 
IT-271R: Expropriations; [T-460: Dispositions — absence of con- 
sideration; IT-505: Mortgage foreclosures and Roneihons sales 
repossessions. 


“timber resource property” of a taxpayer means 


(a) a right or licence to cut or remove timber from 
a limit or area in Canada. (in this definition re- 
ferred to as an “original right’) if 


(1) that original right was acquired by the tax- 
payer (other than in the manner referred to in 
paragraph (b)) after May 6, 1974, and 


(11) at the time of the acquisition of the origi- 
nal right 


(A) the taxpayer may reasonably. be re- 
garded as having acquired, directly or indi- 
rectly, the right to extend or renew that 
original right or to acquire another such 
right or licence in substitution therefor, or 


(B) in the ordinary course of events, the 
taxpayer may reasonably expect to be able 
to extend or renew that original right or to 
acquire another such right or licence in 
substitution therefor, or 


(b) any right or licence owned by the taxpayer to 
cut or remove timber from a limit or area in Can- 
ada if that right or licence may reasonably be 
regarded 


(i) as an extension or renewal of or as one of a 
series of extensions or renewals of an original 
right of the taxpayer, or 


(ii) as having been acquired in substitution for 
or as one of a series of substitutions for an 
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original right of the taxpayer or any renewal 
or extension thereof; 


Related Provisions: 248(1)“timber resource property’’ — Defini- 
tion applies to entire Act; 248(10) — Series of transactions. 


Pre-RSC History: The definition “timber resource property” was 
para. 13(21)(d.1). See Table of Concordance. 


Para. 13(21)(d.1) added by 1974-75-76, c. 26, subsec: 4(7), applica- 


ble in respect of timber resource properties acquired after May 6, 
1974. 


Selected. Cases [subsec. 13(21)“timber resource 
property”): Kettle River Sawmills Ltd. v. Canada, [1992] 2 C.T.C. 
276 (FCTD); rev’d in part (Nov. 12, 1993), Doc. A-1299-92, A- 
1300-92 (FCA) (Timber rights acquired in 1961 but renewed after 
May 6, 1974, were “timber resource property”). 

Interpretation Bulletins: IT-393R2: Election re tax on rents and 
timber royalties — non-residents; IT-418: CCA — partial disposi- 
tions. of property; IT-481: Timber resource property and timber 
limits. 


“total depreciation” allowed to a taxpayer before 
any time for property of a prescribed class means the 
total of all amounts each of which is an amount de- 
ducted by the taxpayer under paragraph 20(1)(a) in 
respect of property of that class or an amount de- 
ducted under subsection 20(16), or that would have 
been so deducted but for subsection 20(16.1), in 
computing the taxpayer’s income for taxation years 
ending before that time; 
Related Provisions: See Related provisions: and Definitions at 
end Of s)-I3? 
Pre-RSC History: The definition 
13(21)(e). 
Para. 13(21)(e) substituted by 1988, c. 55, subsec. 6(17), applicable 
to taxation- years and fiscal periods commencing after June 17, 1987 
that. end, after 1987. Para... 13(21)(e) formerly read: 
“total depreciation’: allowed to.a taxpayer before any time for 
property of a prescribed class means the aggregate of all 
amounts each of which is an amount allowed to the taxpayer 
in respect of property of that class under regulations made 
under paragraph 20(1)(a), or deductible under subsection 
20(16), in computing income for taxation years ending before 
that time; 
Para. 13(21)(e) zbiietehated by 1977- 78, cal ecu 6(9), applicable 
to taxation years commencing after May 25, 1976 and ending after 
March. 31, 1977. Para. 13(21)(e) formerly read: 
“total depreciation” allowed to a taxpayer before any time for 
property of a. prescribed class means the aggregate of all 
amounts allowed to the taxpayer in respect of property of that 
class under regulations made under paragraph 20(1)(a) in 
computing income for taxation years before that time; 
Regulations: Part XI. 


Interpretation Bulletins: IT-478R: CCA — recapture and termi- 
nal loss. 


“total depreciation” was para. 


““ndepreciated capital cost” to a taxpayer of de- 
preciable property. of a prescribed class as of any 
time means the amount determined by the formula 


(A +B+C+D) 
Stig, of To.ngbatane of gor 


where 


Ais the total of all amounts anch of which is the 
capital cost to the taxpayer of a depreciable prop- 
erty of the class acquired before that time, 
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B is the total of all amounts included in the tax- 
payer’s income under this section for a taxation 
year ending before that time, to the extent that 
those amounts relate to depreciable property of 
the class, 


is the total of all amounts each of which is such 
part of any assistance as has been repaid by the 
taxpayer, pursuant to an obligation to repay all or 
any part of that assistance, in respect of a depre- 
ciable property of the class subsequent to the dis- 
position thereof by the taxpayer that would have 
been included in an amount determined under 
paragraph (7.1)(d) had the repayment been made 
before the disposition, 


is the total of all amounts each of which is an 
amount repaid in respect of a property of the 
class subsequent to the disposition thereof by the 
taxpayer that would have been an amount de- 
scribed in paragraph (7.4)(b) had the repayment 
been made before the disposition, 


E is the total depreciation allowed to the taxpayer 


for property of the class before that time, 


E.1 is the total of all amounts each of which is an 
amount by which the undepreciated capital cost 
to the taxpayer of depreciable property of that 
class is required (otherwise than because of a re- 
duction in the capital cost to the taxpayer of de- 
preciable property) to be reduced at or before that 
time because of subsection 80(5), 


is the total of all amounts each of which is an 
amount in respect of a disposition before that 
time of property (other than a timber resource 
property) of the taxpayer of the class, and is the 
lesser of 


(a) the proceeds of disposition of the property 
minus any outlays and expenses to the extent 
that they were made or incurred by the tax- 
payer for the purpose of making the disposi- 
tion, and 


(b) the capital. cost to the taxpayer of the 

property, 
is the total of all amounts each of which is the 
proceeds of disposition before that time of a tim- 
ber resource property of the taxpayer of the class 
minus any outlays and expenses to the extent that 
they were made or incurred by the taxpayer for 
the purpose of making the disposition, 


is, where the property of the class was acquired 
by the taxpayer for the purpose of gaining or pro- 
ducing income from a mine and the taxpayer so 
elects in prescribed manner and within a pre- 
scribed time in respect of that property, the 
amount equal to that portion of the income de- 
rived from the operation of the mine that is, by 
virtue of the provisions of the Income Tax Appli- 
cation Rules relating to income from the opera- 
tion of new mines, not included in computing in- 
come of the taxpayer or any other person, 
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I: is the total of all amounts deducted under subsec- 
tion 127(5) or (6), in respect of a°depreciable 
property of the class of the taxpayer, in comput- 
ing the taxpayers’ tax payable for a taxation year 
ending before that time and subsequent to the dis- 
position of that property by the taxpayer, and 


is the total of all amounts of assistance that the 
taxpayer received or was entitled to receive 
before that time, in respect of or for the acquisi- 
tion of a depreciable property of the class of the 

taxpayer subsequent to the disposition of that 
property by the taxpayer, that would have been 
included in an amount determined under para- 
graph (7.1)(f) had the assistance been received 
before the disposition; 


Related Provisions: 12(1)(f)-— Damage to depreciable prop-_ 
erty — insurance proceeds; 12(1)(t)—Investment tax credit; 
13(1) — Recapture where E to J exceed A to D; 13(2) — Recap- 
tured depreciation for vehicle; 13(4) — Exchanges of: property; 
13(5) — Transferred property; 13(5.2) — Where rent paid on .prop- 
erty before its acquisition; 13(7) — Rule affecting capital cost; 
13(21) — “timber resource property”; 13(22), (23) — Deductions 
deemed allowed to insurer for 1977 and 1978; 13(24) — Acquisi- 
tion of control — limitation re calculation of UCC; 13(26) — Re- 
striction on deduction before available for use; 13(33) — Consider- 
ation given for depreciable capital; 20(16) — Terminal loss; 
70(12) — Capital cost of depreciable property on death; 
87(2)G.6) — Amalgamations — continuing corporation; 
138(11.31)(b) — Change-in-use rule for insurance properties does 
not apply for purposes of UCC definition; 248(1)“undepreciated 
capital cost” — Definition applies to entire Act; 257— Formula 
cannot calculate to less than zero. See additional Related provisions 
and Definitions at end of s. 13. 


History: The description of E.1 added. to the definition “un- 
depreciated capital cost” in subsec. 13(21) and the corresponding 
formula amended by 1995, c. 21, subsec. 2(6), applicable to taxation 
years that end after February 21, 1994. 


Pre-RSC History: The definition .“undepreciated capital cost” 
was para. 13(21)(f). Descriptive subparagraphs have been replaced 
by the formula. The pre-R.S.C. version read: 


(f) “undepreciated capital cost” — “undepreciated capital 
cost” to a taxpayer of depreciable property of a prescribed 
class as of any time means the amount by which the aggre- 


gate of 


(i) the capital cost to the taxpayer of each depreciable 
property of that class acquired before that time, 


(it) all amounts included in the taxpayer’s income by vir- 
tue of this section for a taxation year ending prior to that 
time, to the extent that those.amounts relate to deprecia- 
ble property of that class, 


(1.1) all amounts each of which is such part of any assis- 
tance as has been repaid by the taxpayer, pursuant to an 
obligation to repay all or any part of that assistance, in 
respect of a depreciable property of that class subsequent 
to the disposition thereof by him that would have been 
included in an amount determined under paragraph 
13(7.1)(d) had the repayment been made before the dis- 
position, and 


(ti.2) all amounts each of which is‘an amount repaid in 
respect of a property of the class subsequent to the dispo- 
sition thereof by him that would have been an amount 
described in paragraph (7.4)(b) had the repayment been 
made before the disposition, 
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exceeds: the aggregate of 


(iii) the total depreciation allowed to the taxpayer for 
property of that class before that time, 


(iv) for each disposition before that time of property 
‘ (other than a timber resource property) of the taxpayer of 
that class, the lesser of 


(A) the proceeds of disposition of the property minus 
any outlays and expenses to the extent that they were 
made or incurred by him for the purpose of making 
the disposition, and 


(B) the capital cost to him of the property, 


(v) for each disposition before that time of a timber re- 
source property of the taxpayer of that class, the pro- 
ceeds of disposition of the property minus any outlays 
and expenses to the extent that they-were made or in- 
curred by him for the purpose of making the disposition, 


(vi) where the property of that class was acquired by the 
taxpayer for the.purpose of gaining or producing income 

- from a mine and the taxpayer so elects in prescribed 
manner and within a prescribed time in respect of that 
property, an amount equal to that portion of the income 
derived from the operation of the mine that is, by virtue 
of the provisions of the Income Tax Application Rules, 
1971 relating to income from the operation of new mines, 
not included in leit income of the taxpayer or ry 

other person, 


(vii) all amounts each of which is an amount deducted 
under subsection 127(5) or (6), in respect of a deprecia- 
ble property of that class of the taxpayer, in computing 
the taxpayer’s tax payable for a taxation year ending 
before that time and subsequent to the disposition of such 
property by him, and 


(viii) all amounts each of which is the amount of any_as- 
sistance the taxpayer received or was entitled to receive 
before that time, in respect of or for the acquisition of a 
depreciable property of that class of the taxpayer subse- 
quent to. the disposition of such property by him, that 
would have been included in an amount determined 
under paragraph 13(7.1)(f) had the assistance been re- 
ceived before the disposition; and 


Subpara. 13(21)(f)(vii) amended by 1988, c. 55, subsec. 6(18), to 
substitute “in computing the taxpayer’s tax payable for a taxation 
year ending before that time” for “before that time”, applicable to 
1988 et seq. 


Subpara. 13(21)(f)(ii.2) added by 1986, c. 6, subsec. 8(6), applica- 
ble to 1985 et seq. 


Subparas. 13(21)(f)(i.1), (vil), (vil) added by 1980-8 1-82-83, c. 48, 
subsec. 5(6), (7), applicable to taxation years ending after December 
IGOYS: 


Subparas. 13(21)(H(iv), (v). substituted by 1977-78, c. 1, subsec. 
6(10), applicable for.the purpose of computing after March 31, 1977 
the undepreciated capital cost to a taxpayer of depreciable property. 
Subparas. 13(21)(f)(iv), (v) formerly read: 


(iv) for each disposition before that time of property (other 
than a timber resource property) of the terpayet of that class, 
the lesser of 


(A) the proceeds of disposition of the property, and 
(B) the capital cost to him of the property, 


(v) for each disposition before that time of a timber resource 
property of the taxpayer of that class, the proceeds of disposi- 
tion of the property, and 


Para. 13(21)(f) substituted by 1976-77, c. 4, subsec. 3(6), applicable 
for the purpose of determining the undepreciated. capital cost to a 
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taxpayer of depreciable-property of a prescribed class at any. time 
after May 25, 1976. Para. 13(21)(f) formerly read: 


(f) “undepreciated capital cost”. to a taxpayer. of sdetieriable 
property of a prescribed class as of any time means the capital 
cost to the taxpayer of depreciable property of that class ac- 
quired before that time minus the aggregate of 


(i) the total depreciation allowed to. the taxpayer for prop- . 
erty of that class before that time, 


(11) for each disposition before that time of property 
- (other than a timber resource pee) of the taxpayer of 
that class, the least of 


(A) the proceeds of disposition of the property, 
(B) the capital cost to him of the property, and’ 


(C) the undepreciated capital cost to him of property 
of that class immediately before the disposition, 


(11.1) for each disposition before that time of a timber re- 
source property of the taxpayer of that class, the lesser of 


(A) the proceeds of disposition of the property, and 


_(B) the undepreciated capital cost to him»of property 
of that class immediately before the disposition, 


(111) each amount by which the undepreciated capital cost 
to the taxpayer of depreciable property of that class as of 
the end of a previous year was neducerl by virtue of sub- 
section (2), and 


(iv) where the property of that class was vebauiired by the 
taxpayer for the purpose.of gaining or,producing income 
from a mine and the taxpayer so elects in prescribed 
manner and within a prescribed time in respect of that 
property, an amount equal to that portion of the income 
derived from the operation of the mine that is, by virtue 
of the provisions ofthe Income Tax Application Rules, 
1971 relating to income from the operation of new mines, 
not included in computing income of the taxpayer or any 
other. person; and 


| Subpara: 13(21)(HGi) substituted, to: add donee than, a timber re- 
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source. property)”, 13(21)(f)Gi.1) added by, 1974-75-76, c. 26, sub- 
sec, 4(8), applicable in respect of timber resource. properties ac- 
quired after May 6, 1974. 


Selected Cases [subsec. 13(21)“undepreciated capital 
cost”]: Prince Albert Pulp Co. v. Canada, [1990] 2 C.T.C. 339 
(FCTD); aff'd [1992] 1 C.T.C. 262 (FCA) (Reduction in capital cost 
occurs in year investment tax credit used); Consumers’ Gas Co. Ltd. 
v. The Queen, [1987] 1 C.T.C. 79 (FCA) (Capital cost not reduced 
by reimbursement from government for relocating pipelines); Emco 
Ltd. v.. MNR, [1968] C.T.C..457 (Exch). (Taxpayer permitted to 
change previous allocation of purchase price entirely to land). 


Regulations: Part XI (amounts of depreciation allowed, for E). 
I.T. Application Rules: 18 (property acquired before 1972). 


Interpretation Bulletins; IT-172R: CCA — taxation year for in- 
dividuals; IT-327: CCA — Elections under Regulation 1103; IT- 
418: CCA — partial dispositions of property; IT-478R: CCA — re- 
capture and terminal loss; IT-481: Timber resource property and 
timber, limits. 


“vessel” means a vessel as defined in the Canada 
Shipping Act. 
Pre-RSC History: The definition “vessel” was para. 13(21)(g). 
Interpretation Bulletins: IT-267R2:.CCA — vessels. 


Advance Tax Ruling: ATR-52: Accelerated rate of CCA for 
vessels. 


(21.1) Disposition of building — Notwithstand- 
ing subsection (7) and the definition “proceeds. of 
disposition” in section 54, where at any particular 
time in a taxation year a ‘taxpayer disposes of a 
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building of a prescribed class and the proceeds of 
disposition of the building determined without refer- 
ence to this subsection and subsection (21.2) are less 
than the lesser of the cost amount and the capital cost 
to the taxpayer of the building immediately before 
the disposition, for the purposes of paragraph (a) of 
the description of F in the definition “undepreciated 
capital cost” in subsection (21) and subdivision c, 


(a) where in the year the taxpayer or a person 
with whom the taxpayer does not deal at arm’s 
length disposes of land subjacent to, or immedi- 
ately contiguous to and necessary for the use of, 
the building, the proceeds of disposition of the 
building are deemed to be the lesser of 


(i) the amount, if any, by which 


(A) the total of the fair market value of the 
building at the particular time and the fair 
market value of the land immediately 
before its disposition 


exceeds 


(B) the lesser of the fair market value of 
the land immediately before its disposition 
and the amount, if any, by which the cost 
amount to the vendor of the land (deter- 
mined without reference to this subsection) 
exceeds the total of the capital gains (de- 
termined without reference. to subpara- 
graphs 40(1)(a)(ii) and (iii)) in respect of 
dispositions of the land within 3 years 
before the particular time by the taxpayer 
or by a person with whom the taxpayer 
was not dealing at arm’s length to the tax- 
payer or to another person with whom the 
taxpayer was not dealing at arm’s length, 
and 


(11) the greater of 


(A) the fair market value of the building at 
the particular time, and 


(B) the lesser of the cost amount and the 
capital cost to the taxpayer of the building 
immediately before its disposition, 
and, notwithstanding any other provision of this 
Act, the proceeds of disposition of the land are 
deemed to be the amount, if any, by which 


(111) the total of the proceeds of disposition of 
the building and of the land determined with- 
out reference to this subsection and subsection 
(21.2) 


exceeds 


(iv) the proceeds of disposition of the building 
as determined under this paragraph, 


and the cost to the purchaser of the land shall be 
determined without reference to this SUDSeCTHOM, 
and 


(b) where comtipeatsl (a) does not apply with re-. 


spect to the disposition and; at any time before 
the disposition, the taxpayer or a person with 
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whom the taxpayer did not deal at arm’s length 
owned the land subjacent to, or immediately con- 
tiguous to and necessary for the use of, the build- 
ing, the proceeds of disposition of the, building 
are deemed to be an amount equal to the total of 


(i) the proceeds of disposition of the building 
determined without reference to this subsec- 
tion and subsection (21.2), and 


(i1) 1/4 of the amount by which the greater of 


(A) the cost amount to the taxpayer of the 
building, and 


(B) the fair market value of the building 


immediately before its disposition exceeds the 
proceeds of disposition referred to in subpara- 


graph (i). 
Related Provisions: 70(5)(c), (d)— Capital property of a de- 
ceased taxpayer. : 


History: Subsec. 13(21.1) amended by 1998, c. 19, subsec. 73(4), 
subject to s. 247 of 1998, c. 19 (grandfathering rule reproduced after 
s. 260), applicable to dispositions of property that occur after April 
26, 1995. The subsec. formerly. read:, 


(21.1) Notwithstanding subsection’ (7) and the definition 
“proceeds of disposition” in section 54, where at any particu- 
lar time in a taxation year a taxpayer disposed of a building of 
a prescribed class and the proceeds of disposition of the 
building determined without reference to this subsection are . 
less than the lesser of the cost amount and the capital cost to 
the taxpayer of the building immediately before its disposi- 
tion, for the purposes of paragraph (a) of the description of F 
in the definition “undepreciated capital cost” in subsection 
(21) and subdivision c, the following rules apply: 


(a) where in the same taxation year the taxpayer or a per- 
son with whom the taxpayer was not dealing at arm’s 
length disposed of the land subjacent to, or immediately 
contiguous to and necessary for the use of, the building, 
the proceeds of disposition of the building shall be 
deemed to be the lesser of 


(i) the amount, if any, by which 


(A) -the total ofthe fair market ane of, the 
building at the particular time and the fair,mar- 
ket value of the land immediately before. its 
disposition 


exceeds 


(B) the lesser of the fair market value of the land 
immediately before its disposition and the 
amount, if any, by which the cost amount to the 
vendor of the land (determined without reference 
to this subsection) exceeds the total of the capital 
gains (determined without reference to subpara- 
graphs 40(1)(a)(i1) and (iii)) in respect of dispo- 
sitions of the land within the 3 year period pre- 
ceding the particular time by the taxpayer or by a 
person with whom the taxpayer was. not dealing 
at arm’s length to the taxpayer or to another per- 
son with whom the taxpayer was not dealing at 
arm’s length, and 


(11) the greater of 


(A) the fair market value of the ett at the 
particular time, and 


(B) the lesser of the cost amount and the capital 
cost to the taxpayer of the building immediately — 
before its disposition 


Subdiv.' b — Business or Property 


and, notwithstanding any other provision ‘of this Act, the 
proceeds of disposition of the land shall be deemed to be 
the amount, if any, by which 
(iii) the total of the proceeds of disposition of the 
building and of ‘the land determined without refer- 
ence to’ this subsection + 


exceeds 


(iv) the proceeds of disposition of the building as de- 
termined, under*this. paragraph;> ., 


and the cost to the purchaSer of the land’ shall be deter- 
mined without: reference to this subsection; and 


(b) where paragraph (a).does not.apply with respect to 
the disposition and, at any, time before the disposition, the 
taxpayer or a person with whom the taxpayer was not 
dealing at arm’s length owned the land subjacent to, or 
immediately contiguous to and necessary for’ the use of, 
the building, the proceeds of disposition of the building 
shall be deemed to be an amount equal to the: total of 


(i) the proceeds of disposition of the building deter- 
_mined without reference to this subsection, and 


(i) '/4 of the amount by which the greater of, 


(A) the cost amount'to the taxpayer of the build- 
ing, and ; 


(B) the fair market value of the building © 


immediately before its disposition exceeds’ the ‘pro- 
ceeds of disposition referred to in subparagraph (i). 


Pre-RSC History: That portion of subpara. 13(21.1)(b)(ii) preced- 
ing cl. (A) amended by 1988, c. 55, subsec. 6(19), to substitute “'/4” 
for “'/2”, applicable. to taxation years and fiscal periods ending after 
1987, except that 


(a). where. the Sey is an individual, ora partnership, tt tax- 

ation years and fiscal periods ending after 1987 and before 

1990, the reference to ““'/4” in subparagraph 13(21. DO) shall 
-:be-read-as a reference to. “'/3”; 


(b) where the taxpayer is a Catincinysionthraicst Auinate corpora- 
tion throughout its taxation year, for taxation years.ending after 
1987 and commencing. before. 1990,.the reference to “'/4” in 
subparagraph 13(21.1)(b)(ii) shall, in respect of the corporation 
for the year, be read as a reference to the fraction determined as 
the aggregate of 


‘ (i) that proportion of '/2 thatthe number of:days in the year 
that are before 1988 is.of the number of days:in the year, 


(ii) that proportion of 1/3 that the number of days in the year 
‘that are after 1987 and before 1990 is of the number of days 
in the year, and 


(ii1) that proportion of '/4 that the number of days in the year 
that are after 1989 is of the number of days in the year; and 


(c) where the taxpayer is a corporation, that was not a Cana- 
dian-controlled private corporation throughout its taxation year, 
for taxation years ending after 1987 and commencing before 
1990, the reference to “'/4” in subparagraph 13(21.1)(b)(@i) 
shall, in respect of the corporation for the year, be read.as a 
reference. to the fraction determined as the aggregate of 


(i) that proportion of '/ that the number of days in the year 
that. are before July 1988 is. of the number of days in. the 
year, 


(ii) that proportion of '/; that the number of days in the year 
that are after June 1988 and before 1990 is of the number of 
days in the, year, and 


(iii) that proportion of '/; that the number of days in the year 
that are after 1989 is of the number of days in the year. 


All that portion of subsec. 13(21.1) preceding para. (a) amended by 
1985, c. 45, subsec. 7(2), to substitute “at any particular time” for 
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“at any time” and “the lesser of the cost amount and the capital 
cost” for “the cost amount”, applicable with respect to dispositions 
occurring after November 12, 1981 other than dispositions occur- 
ring pursuant to the terms of an agreement in writing entered into on 
or before that date. 


Para. 13(21.1)(a) substituted by 1985, ¢, 45, subsec: 703), applicable 
with respect to dispositions occurring after May 9, 1985 other than 
dispositions occurring pursuant to the terms of an agreement in 
writing entered into on or before’ that date. Para. 13(21. I)(a) for- 
merly read: 


(a) wherein the unncodakeuity) year the taxpayer or a person 
with whom he was not dealing at arm’s length disposed of the 

land subjacent to, or immediately contiguous to and necessary 

for the use of, the building, the proceeds of disposition, of the 
building shall be deemed to be the lesser of 


. @) the amount, if any, by which 


(A) the aggregate of the proceeds of disposition of 
the building and of the land determined without ref- 
erence to this subsection. ~ 


exceeds 


(B) the lesser of the cost amount to the vendor of the 
land, and_ its fair.market value, immediately before 
its disposition, and 


(11) the greater of; 


(A) the fair market value of the building irumidationtty 
before its disposition, and 


(B) the cost amount.to the. taxpayer of the Boia 
immediately before its disposition 


aad the proceeds of disposition of the land shall. be deemed to 
be the amount, if any, by which 


(iii) the aggregate of the proceeds of eiositions of the 
‘building and of the land determined without reference to 
this subsection 


exceeds 


(iv) the proceeds of disposition. of the building as_ deter- 
mined under this paragraph; and 


Subsec. 13(21.1) added by 1980-81-82-83, c. 140, subsec. 6(2), ap- 
plicable with respect to dispositions occurring after November 12, 
1981, other than dispositions occurring pursuant to the terms of an 
agreement \in. writing entered into on or before. that date. 


Interpretation Bulletins [subsec. 13(21.1)]: IT-220R2: 
CCA — proceeds of disposition of depreciable property; IT-349R3: 
Intergenerational transfers. of farm property on. death; IT-478R: 
CCA — recapture and terminal loss. 


(21.2) Loss on certain transfers — Where 


(a) a corporation, trust or partnership (in this sub- 
section referred to as the “transferor’’) disposes at 
a particular time (otherwise than in a disposition 
described in any of paragraphs (c) to (g) of the 
definition “superficial loss” in section 54) of a 
depreciable property of a particular prescribed 
class of the transferor, 


(b) the lesser of 


(i) the capital cost to the transferor of the 
transferred property, and | 

(ii) the proportion of the undepreciated capital 
cost to the transferor of all property of the par- 
ticular class immediately before that time that 


(A) the fair market value of the transferred 
property at that time 


S. 13(21.2)(b)(ii) 


is of 
(B) the fair market value of all property, of 
the particular class immediately peute that 
time 


exceeds the amount that would otherwise be the 
transferor’s proceeds of disposition of the trans- 
ferred property at the particular time, and 


(c) on the 30th day after the particular time, a 
person or partnership (inthis subsection referred 
to as the “subsequent owner’) who is the trans- 
feror or a person affiliated with the transferor 
owns or has a right to acquire the transferred 
property (other than a right, as security only, de- 
rived from a mortgage, agreement for sale or sim- 
ilar obligation), 


the following rules apply: 


(d) sections 85 and 97 do not aie to the 
disposition, 


(e) for the purposes of applying this section and 
section 20 and any regulations made for the pur- 
pose of paragraph 20(1)(a) to the transferor for 
taxation years that end after the particular time, 


(i) the transferor is deemed to have disposed 
of the transferred property for proceeds equal 
to the lesser of the amounts determined under 
subparagraphs (b)(i) and (ii) with respect to 
the transferred property, 


(ii) where 2 or more properties of a prescribed 
class of the transferor are disposed of at the 
same time, subparagraph (i) applies as if each 
property so disposed of had been separately 
disposed of in the order designated by the tax- 
payer or, if the taxpayer does not designate an 
order, in the order designated by the Minister, 


(iii) the transferor is deemed to own a prop- 
erty that was acquired before the beginning of 
the taxation year that includes. the particular 
time at a capital cost equal to the amount of 
the excess described in paragraph (b), and that 
is property of the particular class, until the 
time that is immediately before.the first time, 
after the particular time, 


(A). at. which a 30- Slane period begins 
throughout which neither the transferor nor 
a person. affiliated with the transferor owns 
or has a right to acquire the transferred 
property (other than a right, as security 
only, derived from a mortgage, agreement 
for sale or similar obligation), 


(B) at which the transferred property is not 
used by the transferor or a person affiliated 
with the transferor for the purpose of earn- 
ing income and is used for another 


purpose, 

(C) at which the transferred property 
would, if it were owned by the transferor, 
be deemed by section 128.1 or subsection 
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149(10) to have been disposed of by the 
transferor,” °* 


(D) that is immediately before One of 
the transferor is acquired by, a person or 
group of persons, where the transferor is a 
corporation, or 


(E) at which the winding-up of the trans- 
feror begins (other than a winding-up to 
which subsection 88(1) applies), where the 
transferor is a corporation, and 


(iv) the property described in subparagraph 
(iii) is considered to have become available 
for use by. the transferor at the time at which 
the transferred property is considered. to have 
become available for use aa the subsequent 
‘owner, 


(f) for the purposes of subparagraphs (e)(i11) and 
(iv), where a partnership otherwise ceases to exist 
at any time after the particular time, the partner- 
ship is deemed not to have ceased to exist, and 
each person who was a member of the partner- 
ship immediately before the partnership would, 
but for this paragraph, have ceased. to exist is 
deemed to remain a member of the partnership, 
until the time that is immediately after the first 
time described in clauses (e)(i1i)(A) to (E), and. 


(g) for the purposes of applying this section and 
section 20 and any regulations made for the pur- 
pose of paragraph 20(1)(a) to. the Bot ioe 
owner, 


(1) the A cient owner’s eApiital cost of the 
transferred property is deemed: to be the 
amount that was the transferor’s capital cost 
of the transferred property, and 


(11) the amount by which the transferor’s capi- 
tal cost of the transferred property exceeds its 
fair market value. at the particular time is 
deemed to:have been deducted under para- 
graph 20(1)(a) by the subsequent owner in re- 
spect of property of that class in computing 
income for taxation years that ended before 
the particular time. 


Related Provisions: 14(12) — Parallel rule for eligible capital 
property; 18(13)—(16) — Parallel rule for share or debt owned by 
financial institution; 40(3:3), (3.4) — Parallel rule with respect to 
capital losses; 69(5)(d)— No application “on winding-up; 
87(2)(g.3) — Amalgamations — continuing corporation; 
88(1)(d.1) — No application to property acquired’ on windup of sub- 
sidiary; 251.1 — Affiliated persons; 256(7)—(9) — Whether control 
acquired. 


History: Subsec: 13(21.2) added by 1998, c. 19, subsec. 73(4), ap- 
plicable, subject to s. 247 of 1998, c. 19 (grandfathering rule repro- 
duced after s. 260) to dispositions of property that occur after April 
26, 1995 except that, where 


(a) a property is disposed of after April 26, 1995 and before 
June 20, 1996, and 


(b) the transferor elects in writing, filed with the Minister of 
National Revenue before the end of the third month after the 
month in which this Act is assented to, 


Subdiyv. b — Business or Property 


the opening PPR of subpara. 13(21.2)(e)(aii) ‘shall, be read: as 
follows: 


(iii). the catia is deemed to own a property that was ac- 
quired before the beginning of the taxation year that includes 
the particular time at a capital cost equal to the amount of the 
excess described in paragraph (b), and that “is of a separate 
prescribed class that is the same class as the particular class, 
until the time that is immediately before the first time, after | 
the particular time, ; 


(22) Deduction for insurer — For the purposes of 
E in the definition “undepreciated capital. cost’ in 
subsection (21), an insurer shall be deemed to. have 
been allowed a deduction for depreciation for prop- 
erty of a prescribed class under paragraph 20(1)(a) in 
computing income for taxation years before its 1977 
taxation year equal to the total of 


(a) the amount determined, immediately after the 
end of its 1976 taxation year, for E in that defini- 
tion, with respect to property of. the. particular 
prescribed class of the insurer (determined with- 
out reference to this subsection), 


(b) the lesser of 


(i) the amount of its 1975-76 excess capital 
cost allowance with respect: to property of the 
particular prescribed class of the insurer, and 


(ii) that proportion of the amount, if any, by 
which its 1975 branch accounting election de- 
ficiency exceeds the amount determined under 
subparagraph 138(4.1)(d)(ii) that 


(A) the.amount of its 1975-76 excess capi- 
tal cost allowance with respect to property 
of the particular prescribed. class of. the 
insurer | 


is of | 
(B) the total of all its 1975-76 excess capi- 


tal cost allowances with respect to proper- 
ties of a prescribed class of the insurer, .and 


(c) the lesser of 
acy) the amount, if any, by which 


(A) the undepreciated capital cost of prop- 
erty of the particular prescribed class of 
the insurer immediately after the end of its 
1976 taxation year (determined without 
reference to this subsection), 


exceeds 


(B). the amount determined. under para- 

graph (b) in respect of property of the par- 

ticular prescribed class of the insurer, and 
(ii) that proportion of the amount, if any; by 
which its 1975 branch accounting election de- 
ficiency exceeds the total of 


(A) the amount determined under subpara- 
graph 138(4.1)(d)(@1), 

(B) the total ofall. amounts determined 
under paragraph (b) with respect to prop- 
erty of a prescribed class of: the insurer, 
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(C), the».total. described in  subclause 
138(4.1)(a)(i)(B)(IV), 
(D) the amount determined under subpara- 
_ graph 138(4.1)(b)(i1), and | 
’ (E) the amount determined under subpara- 
‘graph 138(4.1)(a)(ii) 
that 


(F) the, undepreciated capital cost of prop- 
erty of the particular prescribed class of 
the insurer immediately after the end of its 
1976 taxation year (determined without 
reference to this subsection), 
is of 
(G) the total of all amounts each of which 
is the. undepreciated capital cost of prop- 
erty of a prescribed class of the insurer im- 
mediately after the end of its 1976 taxation 
year (determined without reference to this 
subsection). 
Related Provisions: See Related provisions and Definitions at 
end of s. 13. 


Pre-RSC History: Subsec. 13(22) added by 1977-78, c. 1, subsec. 
6(11), applicable to 1977 et seq. 


(23) Deduction for life;insurer — For the pur- 
poses of E in the definition “undepreciated capital 
cost”? in subsection (21), a life insurer shall be 
deemed to have been allowed a deduction for depre- 
ciation for property of a prescribed class under para- 
graph 20(1)(a) in computing income for taxation 
years before its 1978 taxation year equal to the total 
of 


(a) the amount determined immediately after. the 
end of its 1977 taxation year for E in that defini- 
tion, with respect to property of the particular 
prescribed class of the insurer (determined with- 
out reference to this subsection), and 
(b) the amount, if any, by which 
(i) the total of all maximum amounts the in- 
surer was entitled to claim with respect to 
property of the particular prescribed class of 


the insurer in taxation years ending before 
1978 and after 1968 


exceeds 
(ii) the amount determined under WSS lsh 


(a). 
Related Provisions: See Related provisions and Definitions at 
end of s. 13. 


Pre-RSC History: Subsec. 13(23) added by 1977-78, c. 1, subsec. 
6(11); applicable’ to 1978 et seq. 


(23.1) Application of subsec. 138(12) — The 
definitions in subsection 138(12) apply to this 
section. 


Origin of subsec. 13(23.1): R.S.C. 1985, c. 1 (Sth Supp.) (for- 
merly contained in the opening words to subsec. 138(12)). 


(24) Acquisition of control — Where control of a 
corporation has been acquired at any time by a per- 
son or group of persons and, within the 12-month pe- 


S. 13(24) 


riod that ended immediately before that time, the 
corporation or a partnership of which it was a major- 
ity interest partner acquired depreciable property 
(other than property that was owned by the corpora- 
tion or partnership or by a person that would, if sec- 
tion 251.1 were read without reference.to the defini- 
tion “controlled” in subsection 251.1(2), be affiliated 
with the corporation throughout the period that be- 
gan immediately before the 12-month period began 
and ended at the time the property was acquired by 
the corporation or partnership) that was not used, or 
acquired for use, by the corporation or partnership in 
a business that was carried on by it immediately 
before the 12-month period began, 


(a) for the purposes of the description of A in the 
definition “undepreciated capital cost” in subsec- 
tion (21) and of sections 127 and 127.1, the prop- 
erty is, subject to paragraph (b), deemed not to 
have been acquired by the corporation or partner- 
ship before that time and to have been acquired 
by it immediately after that time; and 


(b) where the property was disposed of by it 
before that time and was not reacquired by it 
before that time, for the purpose of the descrip- 
tion of A in that definition, the property is 
deemed to have been acquired by the corporation 
or partnership immediately before the property 
was disposed of. 


Related Provisions: 13(25)— Change of control within 12 
months of incorporation; 87(2)(j.6) — Amalgamations — continu- 
ing corporation; 256(7)-(9) — Whether control acquired. See addi- 
tional Related provisions at end of s. 13. 


History: Subsec. 13(24) amended by 1998, c.-19,:subsec. 73(5), 
applicable to acquisitions of control that occur after April 26, 1995. 
The subsec.. formerly read: 


(24) Acquisition of control — Where at any time control of a 
corporation has been acquired by a person or group of per- 
sons and, within the twelve month period ending immediately 
before that time, the corporation, or a partnership of which it 
was a majority interest partner (within the meaning assigned 
by subsection 97(3.1)), acquired depreciable property (other 
than property that was owned by the corporation or partner- 
ship or by a.person.or persons. related to the corporation 
throughout the period commencing immediately before the 
twelve month period and ending at the time the property was 
acquired by the corporation or partnership) that was not used, 
or acquired for use, by the corporation or partnership in a 
business that was carried on by it immediately before that 
twelve month period, for the purposes of A in the definition 
“undepreciated capital: cost” in subsection (21) and of sec- 
tions 127 and 127.1, the property shall be deemed not to have 
been acquired by the corporation or partnership before. that 
time and shall be deemed to have been acquired by it immedi- 
ately after that time, except that, where the property was dis- 
posed of by it before that time and not reacquired by it before 
that time, forthe purposes of A in that definition, the property 
shall be deemed to have been acquired by the corporation or 
partnership immediately before the property was disposed of. 


Interpretation Bulletins: IT-302R3: Losses of a corporation — 
the effect that acquisitions of control, amalgamations, and wind- 
ings-up have on their deductibility — after January 15, 1987. 


1.T. Technical News: No. 7 (control by a group — 50/50 
arrangement). 
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(25) Early change of control — For the purpose 
of subsection (24), where a corporation referred to in 
that subsection was incorporated or otherwise 
formed in the 12-month period referred to in that 
subsection, the corporation is deemed to have been, 
throughout the period that began immediately before 
the 12-month period and ended immediately after it 
was incorporated or otherwise formed, ) 


(a) in existence; and 


(b) affiliated with every person with whom it was 
affiliated (otherwise than because of a right re- 
ferred to in paragraph 251(5)(b)) throughout the 
period that began when it was incorporated or 
otherwise formed and ended immediately before 
its control is acquired. 


History: Subsec. 13(25) amended by 1998, c. 19, subsec. 73(5), 
applicable to acquisitions of control that occur after April 26, 1995. 
The subsec. formerly read: 


(25) Early change of control — For the purposes of subsec- 
tion (24), where the corporation referred to in that subsection 
was incorporated or otherwise formed during the twelve 
month period referred to in that subsection, it shall be deemed 
to have been, throughout the period commencing immedi- 
ately before the twelve month period and ending immediately 
after it was incorporated or otherwise formed, 


(a) in existence; and 


(b) related to the person or persons to whom it was re- © 
lated (otherwise than by reason of a right referred to in 
paragraph 251(5)(b)) throughout the period commencing 
when it was incorporated or otherwise formed and ending 
immediately before the control of the corporation was 
acquired. 


Pre-RSC History: Subsecs. 13(24), (25) added by 1987, c. 46, 
subsec. 4(2), applicable with respect to acquisitions of property oc- 
curring after January 15, 1987 other than acquisitions of property 
occurring before 1988 where the persons acquiring the property 
were obliged on that date to acquire the property pursuant to the 
terms of agreements in writing entered into on or before that date. 


Interpretation — “obliged to acquire or dispose of 
property or to acquire control of a corporation”.: 1987, c. 
46, s. 72 reads as follows: 


72. For the purposes of this Act, a person shall be considered 
not to be obliged either to acquire or dispose of property or to 
acquire control of a corporation, as the case may be, if the 
person may be excused from performing the obligation as a 
result of changes to the [Jncome Tax Act} affecting acquisi- 
tions or dispositions of property or acquisitions of control of 
corporations. 


(26) Restriction on deduction before 
available for use —In applying the definition 
“undepreciated capital cost” in subsection (21) for 
the purpose of paragraph 20(1)(a) and any regula- 
tions made for the purpose of that paragraph, in com- 
puting a taxpayer’s income for a taxation year from a 
business or property, no amount shall be included in 
calculating the undepreciated capital cost to the tax- 
payer of depreciable property of a prescribed class in 
respect of the capital cost to the taxpayer of a prop- 
erty of that class (other than property that is a certi- 
fied production, as defined by regulations made for 
the purpose of paragraph 20(1)(a)) before the time 
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the property is considered to have become available 
for use by the taxpayer. 


Related Provisions: 13(27), (28) — Interpretation — available 
for use; 13(30) — Transfers of property; 13(32) — Leased property; 
20(28) — Deduction against rental income from building; 
37(1.2) — No R&D deduction for capital expenditure until property 
available for use; 127(11.2)-— No investment tax credit until prop- 
erty available for use; 248(19) — When. property. available for use. 


History: See under subsec. 13(29). 


Regulations: 1 100(2)(a)(i) (CCA in year property becomes avail- 
able for use); 1104(2) (definition of “certified production”). 


Advance Tax Ruling: ATR-44: Utilization of deductions and 
credits within a related corporate group. 


(27) Interpretation — available for use — For 
the purposes of subsection (26) and subject to sub- 
section (29), property (other than a building or part 
thereof) acquired by a taxpayer shall be considered 
to have become. available for use by the FONPAYEE at 
the earliest. of 


(a) the time the property is first used by the tax- 
payer for the purpose of earning income, 


(b) the time that is immediately after the begin- 
ning of the first taxation year of the taxpayer that 
begins more than 357 days after the end of the 
taxation year of the taxpayer in which the prop- 
erty was acquired by the taxpayer, 


(c) the time that is immediately before the dispo- 
sition of the property by the taxpayer, 


(d) the time. the property 


(i) is delivered to the taxpayer, or to a person 
or partnership (in this paragraph referred to as 
the “other person”) that will use the property 
for the benefit of the taxpayer, or, where the 
property is not of a type that is deliverable, is 
made available to the taxpayer or the other 
person, and 


(11) is capable, either alone or in combination 
with other property in the possession at that 
time of the taxpayer or the other person, of be- 
ing used by or for the benefit of the taxpayer 
or the other person to produce a commercially 
saleable product or to perform a commercially 
saleable service, including an intermediate 
product or service that is used or consumed, 
or to be used or consumed, by or for the bene- 
fit of the taxpayer or the other person in pro- 
ducing or performing any such product or 
service, 


(e) in the case of property acquired by the tax- 
payer for the prevention, reduction or elimination 
of air or water pollution: created by operations 
carried on by the taxpayer or that would be cre- 
ated by such operations if the property had not 
been acquired, the time at which the property is 
installed and capable of performing the function 
for which it was acquired, 


al 
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(f) in the case of property acquired by 


(i) a corporation a class of shares of the capi- 
tal stock of which is listed on a prescribed 
stock exchange, 


(i1) a corporation that is a public corporation 
because of an election made under subpara- 
graph (b)(1) of the definition “public corpora- 
tion” in subsection 89(1).or a designation 
made by the Minister in a notice to the corpo- 
ration under sh he Sa (b)(i1) of that defi- 
nition, or 


(iii) a subsidiary wholly-owned corporation - 

a corporation alee in subparagraph (1) or 

(it), 
the end of the taxation year for which deprecia- 
tion in respect of the property is first deducted in 
computing the earnings of the corporation in ac- 
cordance with generally accepted accounting 
principles and for the purpose of the financial 
statements of the corporation for the obi 
presented to its shareholders, 


(g) in the case of property acquired by the tax- 
payer in the course of carrying on a business of 
farming or fishing, the time at which the property 
has been delivered to the taxpayer and is capable 
of performing the function for which it was 
acquired, 


(h) in the case of property of a taxpayer that is a 
motor vehicle, trailer, trolley bus, aircraft or ves- 
sel for which one or more permits, certificates or 
licences evidencing that the property may be op- 
erated by the taxpayer in accordance. with any 
laws regulating the use of such property are re- 
quired to be obtained, the time all those permits, 
certificates or licences have been obtained, 


(i) in the case of property that is a spare part in- 
tended to replace a part of another property of the 
taxpayer if required due to a breakdown of that 
other property, the time the other property be- 
came available for use by the taxpayer, 


(j) in the case of a concrete gravity base structure 
and topside modules intended to be used at an oil 
production facility in a commercial discovery 
area (within the meaning assigned by section 2 of 
the Canada Petroleum Resources Act) on which 
the drilling of the first well that indicated the dis- 
covery began before March 5, 1982, in an off- 
shore region prescribed for the purposes of sub- 
section 127(9), the time the gravity base structure 
deballasts and lifts the assembled topside mod- 
ules, and 


(k) where the property is (within the meaning as- 
signed by subsection (4.1)) a replacement for a 
former property described in paragraph (4)(a) that 
was acquired before 1990 or that became availa- 
ble for use at or before the time the replacement 
property, is acquired, the time the replacement 
property is acquired, 


S. 13(27) 


and, for the purposes of paragraph (f), where depre- 
ciation is calculated by reference to a portion of the 
cost of the property, only that portion of the property 
shall be considered to have become available for use 
at the end of the taxation year referred to in that 
paragraph. 

Related Provisions: 13(21.2)(e)(iv) — When property consid- 
ered available for use following transfer to affiliated person; 13(30), 
(31) — Transfers of property; 20(28) — Deduction before available 
for use; 87(2)(j.6) — Continuing corporation; 248(19) — When 
property available for use. 

History: Para. 13(27)(d) amended by 1998, c. 19, subsec. 73(6), 
applicable to property acquired after 1989. The para. formerly read: 


(d) the time the property is delivered or made available to the 
taxpayer and is capable, either alone or in combination with 
other property in the taxpayer’s possession at that time, of 
producing a commercially saleable product or performing a 
commercially saleable service, including an intermediate 
product or service that is used or consumed, or is to, be-used 
or consumed, by the taxpayer in producing or providing any 
such product or service, 


See also under subsec. 13(29). 


Regulations: 1100(2)(a)(vii) (CCA in year property becomes 
available for use under 13(27)(b)); 3200, 3201 (prescribed stock ex- 
changes for -13(27)(f)(i)). 


(28) Idem — For the purposes of subsection (26) 
and subject to subsection (29), property that is a 
building or part thereof of a taxpayer shall be consid- 
ered to have become available for use by the tax- 
payer at the earliest of 


(a) the time all or substantially all of the building 
is first used by the taxpayer for the purpose for 
which it was acquired, 


(b) the time the construction of the building iS 
complete, 


(c) the time that is immediately after the begin- 
ning of the taxpayer’s first taxation year that be- 
gins more than 357 days after the end of the tax- 
payer’s taxation year in which the property was 
acquired by the taxpayer, 


(d) the time that 1s immediately before the dispo- 
sition of the property by the taxpayer, and 


(e) where the property: is (within the meaning as- 
signed by subsection (4.1)) a replacement for a 
former property described in paragraph (4)(a) that 
was acquired before 1990 or that became availa- 
ble for use at or before the time the replacement 
property is acquired, the time the replacement 
property is acquired, 


and, for the purpose of this’subsection, a renovation, 
alteration or addition to a particular building shall be 
considered to be a building separate from the partic- 
ular building. 

Related Provisions: 13(21.2)(e)(iv) — When property consid- 


ered available for use following transfer to affiliated person; 13(30), 
(31) — Transfers of property; 87(2)(j.6) — Continuing corporation. 


History: See under subsec. 13(29). 


Regulations: 1100(2)(a)(vii) (CCA in year property becomes 
available for use under 13(28)(c)). 
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(29) Idem — For the purposes of subsection (26), 
where a taxpayer acquires property (other than a 
building that is used or is to be used by the taxpayer 
principally for the purpose of gaining or producing 
gross revenue that is rent) in the taxpayer’s first tax- 
ation year (in this subsection referred to as the “par- 
ticular year”) that begins more than 357 days after 
the end of the taxpayer’s taxation year in which the 
taxpayer first acquired property after 1989, that is 
part of a project of the taxpayer, or in a taxation year 
subsequent to the particular year, and at the end of 
any taxation year (in this subsection referred to as 
the “inclusion year’) of the taxpayer 


(a) the property can reasonably be considered to 
be part.of the project, and 


(b) the property has not othemiuse become availa- 
ble for use, 


if the taxpayer so elects in prescribed form filed with 
the taxpayer’s return of income under this Part for 
the particular year, that particular portion of the 
property. the. capital.cost of. which does not exceed 
the amount, if any, by which 


(c) the total of all amounts each of which is a ihie 
capital cost to the taxpayer of a depreciable prop- 
erty (other than a building that is used or is to be 
used by the taxpayer principally for the purpose 
of gaining or producing gross revenue that is 
rent) that is part of the project, that was acquired 
by the taxpayer after 1989 and before the end of 
the taxpayer’s last taxation year that ends more 
than 357 days before the beginning of the inclu- 
sion year and that has not become available for 
use at or before the end of the inclusion year (ex- 
cept where the property has first become availa- 
ble. for use before the end of the inclusion year 
because of this subsection or paragraph (27)(b) or 
(28)(c)). 


exceeds 


(d) the total of all amounts each of which is the 
capital cost to the taxpayer of a depreciable prop- 
erty, other than the particular portion of the prop- 
erty, that is part of the project to the extent that 
the property is considered, because of this sub- 
section, to have become available for use before 
the.end of the inclusion year. 


shall be considered to have become available for use 
immediately before the end of the inclusion year. 


History: Subsecs. 13(26) to (29) added by 1994, c. 7, Sch. II (1991, 
c. 49), subsec..9(11), applicable'to property acquired by a laxpayer 
after 1989. other than property acquired 


(a) from a person with whom the taxpayer was not dealing at 
arm’s length (otherwise than by reason of a right referred to in 
para. 251(5)(b)) at-the time the property was acquired, or 
(b) in the course of a reorganization in respect of which, if a 
dividend were received by a corporation in the course of the 
reorganization, subsec. 55(2) would not be applicable to the 
dividend by reason of the application of para: 55(3)(b), 
where the property was depreciable property of the person from 
whom it was acquired and was owned by that person before 1990. 


Regulations: 4609 (prescribed offshore region). 
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Forms: T1031: Subsection 13(29) election re-certain depreciable 
properties, acquired for use ina long term project. 


(30) Transfers of property — Notwithstanding 
subsections (27) to (29), for the purpose of subsec- 
tion (26), property of a taxpayer shall be deemed to 
have become available for use by the taxpayer at the 
earlier of the time the property was acquired by the 
taxpayer and, if applicable, a prescribed time, where 
(a) the property was acquired 
(1) from a person with whom the taxpayer was 
not dealing at arm’s length (otherwise than 
because of a right referred. to in paragraph 
251(5)(b)) at the time the property was ac- 
quired by the taxpayer, or 


(i1) in the course of a reorganization in respect 
of which, if a dividend were received by a 
corporation in the course of the reorganiza- 
tion, subsection 55(2) would not apply to the 
dividend because of paragraph 55(3)(b); and 


(b) before the property was acquired by the tax- 
payer, it became available for use (determined 
without reference to paragraphs (27)(c) and 
(28)(d)) by the person from whom it was 
acquired. ; 
History: Subsec. 13(30) substituted by 1994, c.7, Sch. VIII (1993, 
c. 24), s. 4, applicable to property acquired after 1989. Subsec. 
13(30) formerly read: 
(30) Transfers of property — Notwithstanding’ subsections 
(27) to (29), for the purposes of subsection (26), property of a 
taxpayer shall be deemed to have become available for use by 
the taxpayer at the time at which the property was acquired 
where . 
(a) the property was acquired 
(i) froma person with whom the taxpayer was not 
dealing at arm’s length (otherwise than by reason of 
a right referred to in paragraph 251(5)(b)) at that 
time, or 
(ii) in the course of a reorganization in respect, of 
which, if a dividend were received by a corporation 
in the course of the reorganization, subsection 55(2) 
would not be applicable to the dividend by reason of 
the application of paragraph 55(3)(b); and 
(b) the property had become available for use by the per- 
son from whom it was acquired (determined without ref- 
erence to paragraphs (27)(c) and (28)(d)) before that 
time. 
Subsec. 13(30) added by 1994, c. 7, Sch. If (1991, c. 49), subsec. 
9(11), applicable in respect of property acquired after 1989. 


Regulations: 1 100(2.2)(j). 


(31) Idem — For the purposes of paragraphs (27)(b) 
and (28)(c) and subsection (29), where a property of 
a taxpayer was acquired from a person (in this sub- 
section referred to as “the transferor’) 


(a) with whom the taxpayer was, at the time the 


taxpayer. acquired the property, not dealing at 
arm’s length (otherwise than because of a right 
referred to in paragraph 251(5)(b)), or 


(b) in the course of a reorganization in respect of 
which, if a dividend were received by a corpora- 
tion in the course of the reorganization, subsec- 
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tion 55(2) would not apply to the dividend be- 
cause of the application of paragraph 55(3)(b), 


the taxpayer shall be deemed to have acquired the 
property at the time it was acquired by the transferor. 


History: Subsec. 13(31) added by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 9(11), applicable to property acquired after 1989. 


(32) Leased property — Where. a taxpayer has 
leased property that is depreciable property of a per- 
son with whom the taxpayer does not deal at arm’s 
length, the amount, if any, by which 


(a) the total of all amounts paid or payable by the 
taxpayer for the use of,,or the right to use, the 
property in a particular taxation year and before 
the time the property would have been considered 
to have become available for use by the taxpayer 
if the taxpayer had acquired the property, and 
that, but for this subsection, would be deductible 
in computing the taxpayer’s income for any taxa- 
tion year 


exceeds 


(b) the total of all amounts received or receivable 
by the taxpayer for the use of, or the right to use, 
the property in the particular taxation year and 
- before that time and that are included in the in- 
come of the taxpayer for any taxation year 


shall be deemed to be a cost to the taxpayer of a 
property included in Class 13 in Schedule II to the 
Income Tax Regulations and not to be an amount 
paid or payable for the use of, or the right to use, the 
property. 

History: Subsec. 13(32) added by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 9(11), applicable to depreciable property of a person re- 


ferred to in that subsection that was acquired by that person after 
1989. 


(33) Consideration given for depreciable 
property — For greater certainty, where a person 
acquires a depreciable property for consideration that 
can reasonably be considered to include a transfer of 
property, the portion of the cost to the person of the 
depreciable property attributable to the transfer shall 
not exceed the fair market value of the transferred 
property. 

Related Provisions: 68 — Allocation of amounts in considera- 
tion for disposition of property; 69(1) — Inadequate considerations. 


History: Subsec. 13(33) added by 1994, c. 21, subsec. 7(3), appli- 
cable to property acquired after November 1992. 


Related Provisions [s. 13]: 36 — Railway companies; 37(6) — 
Scientific research capital expenditures; 45(2) — Election where 
change in use; 68 — Allocation of amounts in consideration for dis- 
position of property; 70(5) — Depreciable and other capital prop- 
erty of deceased taxpayer; 70(9.1) — Transfer of farm property 
from spouse’s trust to children of settlor; 70(12) — Capital cost of 
depreciable property on death; 73(2)— Capital cost and amount 
deemed allowed to spouse, etc. or trust; 73(3)(e) — Inter vivos 
transfer of farm property by farmer to child; 80(9)(c) — Reduction 
of capital cost on debt forgiveness ignored for purposes of s. 13; 
85(5) — Rules on transfers of depreciable property; 87(2)(d) — 
Amalgamations — depreciable property; 87(2)(1.3) — Amalgama- 
tions — replacement property; 88(1)(f) — Winding-up; 97(4) — 
Where capital cost to partner exceeds proceeds of disposition; 
98(3)(e) — Rules where partnership ceases to exist; 98(5)(e) — 
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Rules where partnership business carried on’ as/sole proprietorship; 
104(5)(c) =~ Trust — deemed disposition of property; 104(16) — 
Trusts — capital cost allowance deduction; 107(2) — Distribution 
by trust in satisfaction of capital interest; 107.2 — Distribution by 
retirement compensation arrangement; 132.1(1)(d) — Deemed capi- 
tal cost. of, property following mutual, fund reorganization; 
138(11.8)— Rules on. transfer of. depreciable property ; 
138(11.91)(f) — Computation of income of non-resident insurer. 


Definitions [s. 13]: 356(7)—-(9); “affiliated” — 


“acquired” — 


13(25), 251-1; “amount” —248(1): “amount payable” — 13(23.1), 
138(12); “appropriate minister” —13(21); “arm’s length” — 
13(7)(e.1), 251; “assessment” —248(1); “‘assistance” — 79(4), 


125.4(5), 248(16), 248(18); “available for use”. — 13(21.2)(e)(iv), 
13(27)-(31), 248(19); “business” — 248(1); “calendar year” — In- 
terpretation Act~37(1)(a); “Canada” — 255; “capital cost” — 
13(7)-(7.4), (10), 13(21.2)(g)@), 7012), 128-1€1)(c), 128-1(4)(c), 
124¢eDia)s ; “capital property” — 
54, 248(1):; “class of shares”-— 248(6); “control” —.256(7)-(9); 


“conversion”, “conversion cost” — 13(21); “corporation” — 
248(1), Interpretation Act 35(1); “cost amount” — 248(1); “cost to 
an insurer of acquiring a mortgage or hypothec” — 13(23.1), 


138(12); “depreciable property” — 13(21), 248(1); “estate” — 
104(1), 248(1); “farming” — 248(1); “fiscal period” — 249.1; 
“fishing”, “former business property” — 248(1); “former. prop- 
“saining or producing income” — 13(9); “gross rev- 
enue” — 248(1); “income” — '13(3)(b); “individual’’, “life insurer’, 
> ince coe interest partner’, “Minister”, “motor vehicle” —'248(1); 
“1975 branch accounting election: deficiency’, “1975-76 excess 
capital cost allowance” — 13(23.1), 138(12); “non-resident’,. “pas- 
senger vehicle”, “person”, “prescribed”, “property” — 248(1); 
“province” — Interpretation Act 35(1); “public corporation” — 
89(1), 248(1); “regulation” — 248(1); “related” —13(25), 251(2); 
“replacement property” — 13(4), (4.1); “resident in Canada” — 
250; “share”, “shareholder”, “subsidiary,\wholly-owned corpora- 
tion” — 248(1); “tax payable” — 248(2); “taxable Canadian prop- 
erty” — 115(1)(b), 248(1); “taxation year” — 11(2), 13(3)(a), 
13(8), 249; “taxpayer” — 104(1), 248(1); “timber resource prop- 
erty” — 13(21), 248(1);. “trust’ — 104(1), 248(4),.(3)3)) “un- 
depreciated capital cost” — 13(21), 248(1); ““year” — 11(2), 
13(3)(a), 13(8). 
Regulations [s. 13]: 
property). 
1.T. Application Rules [s. 13]: 2001); (1.1);°B): 
Interpretation Bulletins [s. 13]: IT-151R4: Scientific research 
and experimental development expenditures; IT-297R2:~-Gifts in 


kind to charity and others; IT-325R2: Property transfers after sepa- 
ration, divorce and annulment. 


1105 (prescribed classes of depreciable 


Forms [s. 13]: T2S(8): Capital cost allowance. 


14. (1) Inclusion in income from business — 
Where, at the end of a taxation year, the total of all 
amounts each of which is an amount determined, in 
respect of a business of a taxpayer, for E in the defi- 
nition “cumulative eligible capital” in subsection (5) 
(in this section referred to as an. “eligible capital 
amount’) or for F in that definition exceeds the total 
of all amounts determined for A to D in that defini- 
tion in respect of the business (which excess is in 
this subsection referred to as “the excess’), 


(a) in the case of a taxpayer (other than 
(i) a corporation, 


(ii) a partnership all the members of which 
were 


(A) corporations, 
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(B) partnerships all the members of pasa 
were corporations, or 


(C) partnerships described in = subpara- 
graph, or 


(iii) a partnership that was not a Canadian 
partnership throughout the year)” 


_ who was resident in Canada throughout the year, 
(iv) the amount, if any, that is the lesser of 
(A) the excess, and 


(B) the amount ‘determined for! F in - 
definition “cumulative eligible capital” 
subsection (5) at the end of the: ta in re- 
spect of the business 


shall be included in computing the taxpayer’s 
income from that business for the year, and 


(v) there shall be included in computing the 
taxpayer’s income from the business. for the 
yout the amount determined by the formula 


A —B-+=C-D 
where 
A. is the excess, 


_B. is the amount determined for F in the Hetie 
nition “cumulative eligible capital” 1 in sub- 
section (5) at the end of pie year in respect 
of the business, 


C is 2 of the amount aetoriiiined for Q in ine 
- definition “cumulative eligible capital” in 
subsection (5) at the end of the year in re- 
spect of the business, and 


D is such amount as the taxpayer claims, not 
exceeding the taxpayer’s exempt gains bal- 
ance in respect of the business for the year 


(b) in any other case, the amount, if any, by 
which the excess exceeds '/2 of the amount deter- 
mined for Q in the definition “cumulative eligible 
capital” in subsection (5) in respect of the busi- 
ness shall be included in computing the tax- 
payer’s income from that business for that year. 


Related Provisions: 14(1.1) — Expenditure relating to qualified 
farm property; 14(3)—Non-arm’s length acquisition of eligible 
capital property; 14(8)—— Deemed residence in Canada;' 14(9) — 
Effect of excessive election for capital gains exemption; 20(1)(b) — 
Cumulative eligible capital amount; 20(4.2) — Bad debt. from dis- 
position of eligible capital property; 24(1) — Ceasing to carry on 
business; 24(2)(d) — Business carried on by spouse or controlled 
corporation; 28(1)(d) — Inclusion in farming or fishing income 
when using cash method; 39(9), (10) — Deduction from business 
investment loss; 39.1(5) — Partnership income inclusion — exempt 
capital gains balance; 70(5.1) — Eligible capital property of de- 
ceased; 70(9.8) — Farm. property used by corporation or partner- 
ship; 73(3) — Inter vivos transfer of farm property by farmer to 
child; 85(1)(d.1) — Transfer of property to corporation by share- 
holders; 87(2)(f) — Amalgamation — continuing ‘corporation; 
88(1)(c.1) — Windup — Amount to be included under para. 
14(1)(b); 98(3)(b) — Rules applicable where partnership ceases to 
exist; 98(5)(h) — Where partnership business carried on as, sole 
proprietorship; 107(2)(f) — Capital interest distribution by personal 
or prescribed trust; 110.6(2) — Capital gains deduction — qualified 
farm property; 110.6(3) — Capital gains deduction — other 'prop- 
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erty; 110.6(17)— Order of deduction; 146(1)‘earned  in- 
come”(h) — Amount under 14(1)(a)(v) excluded from earned in- 
come for RRSP purposes; 248(1)“eligible capital amount” — 
Definition applies to entire Act; 257 — Formula cannot calculate to 
less than zero. 


History: The closing words of subpara. 14(1)(a)(v) repealed by 
1998, c. 19, subsec. 74(1), applicable to fiscal periods that end after 
February 22, 1994, otherwise than solely because of an election 
under subsec. 25(1). The closing words formerly read: 


and, for the purposes of section 110.6 and of paragraph 3(b) 
as it applies for the purposes of ‘that section; the total of all 
amounts each of which is the portion of the amount so in- 
cluded that can reasonably be attributed to proceeds of a dis- 
position in the year of a qualified farm property (within the 
meaning assigned by subsection 110.6(1)):in excess of the 
taxpayer’s cost of the property shall be deemed to be a taxa- 
ble capital gain of the taxpayer from the disposition in the 
year of qualified farm property. 


Subpara. 14(1)(a)(v) amended by 1995, c. 3, subsec. 5(1), applica- 
ble to fiscal periods that end after February 22, 1994 otherwise than 
because of an election under subsec. 25(1). Subpara. (v) formerly 
read: 


(v) the amount, if any, by which the excess exceeds the total 
of 2 


(A) the amount determined under subparagraph (iv), and 


(B).'2 of the amount determined for Q in the definition 
_ “cumulative eligible capital” in subsection (5) in respect 
of the business 


shall be deemed to be a taxable capital gain of the taxpayer 
from a disposition of capital property by the taxpayer in the 
year and; for the purposes of section 110.6, that property shall 
be deemed to have been disposed of by the taxpayer in the 
year; and 


Subpara. 14(1)(a)(v) and para. 14(1)(b) substituted by 1994, c..7, 
Sch. II (1991, c. 49), subsec. 10(1), applicable 


(a) in the case of a corporation, to taxation years commencing 
after June 1988, and 


(b) in any other case, to fiscal periods commencing after 1987. 
That subpara. and para. formerly read; 


(v) the amount, if any, by which the excess exceeds the 
amount determined under subparagraph (iv) shall be 
deemed to be a taxable capital gain of the taxpayer from 
a disposition of capital property by the taxpayer in the 
year and, for the purposes of section 110.6, that property 
shall be. deemed to have been disposed of by the taxpayer 
in the year; and 


(b) in any other case, the excess shall be included in comput- 
ing the taxpayer’s income from that business for that year. 


Pre-RSC History: Subsec. 14(1) substituted by 1988, c. 55, sub- 
sec. 7(1), applicable 


(a) in the case of a corporation, for taxation years commencing 
after June 1988, and 


(b) in any other case, for fiscal periods commencing after 1987. 


Subsec. (1) formerly read: 


14. (1) Amount to be included in computing income from 
a business — Where, at the end of a taxation year, the 
aggregate of all amounts each of which is an amount deter- 
mined under subparagraph (5)(a)(iii) in respect of a business 
or an amount determined under subparagraph (5)(a)(iv) in re- 
spect of the business (the latter amount hereinafter referred to 
as an “eligible capital amount’) exceeds the aggregate of all 
amounts determined under subparagraphs (5)(a)(i) and (ii) in 
respect of the business of the taxpayer, the excess shall be 
included in computing the taxpayer’s income from that busi- 
ness for that taxation year. 
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Subsec. 14(1) substituted by 1977-78, c. 1; subsec. 7(1), applicable 
with respect to taxation years ending after March 1977. Subsec. (1) 
formerly read: 


14. (1) Sale of goodwill and other “nothings” — Where, as 
a result of a transaction occurring after 1971, an amount has 
become payable to a taxpayer in a taxation year in respect of 
a business carried on or formerly carried on by him and the 
consideration given by the taxpayer therefor was such that, if 
any payment had been made by the taxpayer after 1971 for 
that consideration, the payment would have been an eligible 
capital expenditure of the taxpayer in respect of the business, 
there shall be included in computing the taxpayer’s income 
for the year from the business the amount, if any, by which '/2 
of the amount so payable (which '/2 is hereafter in this section 
referred to, as an “eligible capital amount” in respect of the 

_ business) exceeds the, taxpayer’s cumulative eligible capital 
in respect of the business immediately before the amount so 
payable became payable to the taxpayer. 


Selected Cases [subsec. 14(1)]: Fortino v. Canada, [1997] 2 
C.T.C. 2184 (TCC) (Non-competition agreement proceeds not eligi- 
ble capital amounts); Edmonton Plaza Hotel. (1980) Ltd. v. The 
Queen, [1987] 2 C.T.C. 153 (FCTD) (Amount paid to municipality 
for provision of parking spaces required for expansion was capital); 
The Queen y. Goodwin Johnson (1960) Ltd., [1986] 1 C.T.C. 448 
(FCA) (Amount paid to company for surrender of rights under con- 
tract not eligible capital amount); Tekarra Lodge Ltd. v. The Queen, 
[1985]. 1..C.T.C.,334 (FCTD) (Proceeds of disposition of expired 
government licence were amounts received in respect of govern- 
ment right); Brooke Bond Foods Ltd. v. The Queen, [1984] C.T.C. 
115 (FCTD) (Cost of plans for construction eligible capital expendi- 
ture even though building not built); The Queen v. Timagami 
Financial ‘Services Ltd., {1982} C.T.C. 314 (FEA), (Goodwill por- 
tion of proceeds payable in subsequent year not included in current 
year eligible capital amount); The Queen vy. Lague, Leopold, Ltd., 
[1981] C.T.C. 348 (FCTD) (Sale of rights under contract less than 
two years after closing was sale of eligible capital property, not ad- 
venture in nature of trade). 


I.T. Application Rules: 21(1). 
Interpretation Bulletins: I[T-73R5: The small business deduc- 


tion; IT-365R2: Damages, settlements and similar receipts; IT- 
386R: Eligible capital amounts. See also list at end of s. 14. 


| Advance Tax Ruling: ATR-6: Vendor reacquires business assets 


following default by. purchaser. 


(1.1) Deemed taxable capital gain — For the 
purposes of section 110.6 and of paragraph 3(b) as it 
applies for the purposes of that section, an amount 
included under subparagraph (1)(a)(v) in computing 


_a taxpayer’s income for a particular taxation year 


from a business is deemed to be a taxable capital 
gain of the taxpayer for the year from the disposition 
in the year of qualified farm property to the extent of 
the lesser of 


(a) the amount included under subparagraph 
(1)(a)(v) in computing the taxpayer’s income for 
the particular year from the business, and 


(b).the amount.determined by the formula 


A+B 
where 


A. is 3/4 of the amount determined in respect of 
the taxpayer for the particular year equal to 
the amount, if any, by which 


(i) the total of all amounts each of which is 
the taxpayer’s proceeds from a disposition 


S. 14(1.1)(b) 


in the particular year or.a preceding taxa- 
tion year that began after 1987 of an eligi- 
ble capital property in respect of the busi- 
ness that, at the time of disposition, was a 
qualified farm property (as defined in sub- 
section 110.6(1)) of the taxpayer 


exceeds 


(ii) the total of = amounts each of which 
is if 


(A) an. eligible capital expenditure of 
the taxpayer in. respect of the business 
that was made or incurred in respect of 
a qualified farm property disposed of 
by the taxpayer in the particular year or 
a preceding taxation year that began af- 
ter 1987, or 


(B) an.outlay. or “expense a the tax- 
payer that was not deductible in com- 
puting the taxpayer’s income and was 
made or’ incurred for the purpose of 
making a disposition referred to in sub- 
paragraph (1), and 

B. is the total of all amounts each of which is 


(i) that portion of an amount deemed by 
subparagraph (1)(a)(v) (as it applied in re- 
spect of the business to’ fiscal periods: that 
began after 1987 and ended before Febru- 
ary 23, 1994) to be a taxable capital gain 
of the taxpayer that can reasonably be at- 

_ tributed to a disposition of a qualified farm 
property of the taxpayer, or 


(ii) an amount deemed by this:section:to be 
a taxable capital gain of the. taxpayer for a 
taxation year preceding the particular year 
from the’ disposition of opal zah farm 
property of the taxpayer. 
Related Provisions: 110.6(2) — Capital gains ‘exemption’ for 
qualified farm property; 257 ==, ormiula cannot calculate, to less 
than zero. 
History: Subsec. 14(1.1) added by 1998, c. 19, subsec. TA(2); ap- 
plicable to fiscal periods that end after February 22, 1994, otherwise 
than solely because of an election under subsec. 25(1). 


(2) Amount deemed payable — Where any 
amount.is, by any provision of this Act, deemed to 
be a taxpayer’s proceeds of disposition of any prop- 
erty disposed of by the taxpayer at any time, for the 
purposes of this section, that amount shall be 
deemed to have become payable to the taxpayer at 
that time. 

Pre-RSC History: Subsec. 14(2) substituted for 14(2), (3) by 


1977-78, c. 1, applicable to taxation years ending after March: 1977. 
Subsecs. (2), (3) formerly read: 


(2) Amount deemed payable — Where any amount is, by 
any provision of this Act, deemed to be a taxpayer’s proceeds 
of disposition of any property disposed of by him at any time, 
for the purposes of subsection (1) that amount shall be 
deemed to have become payable to him-at that time. 


(3) Subsequent outlays or expenses — Where a taxpayer 
has; during a taxation year but after the latest time at which 
any amount payable to him (in respect of which he is required 
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by subsection (1) to include;an amount in computing his in- . 

come for the year from a business) became payable to him, 

made.or incurred outlays. or expenses that are eligible, capital 

expenditures. in respect of the business, notwithstanding sub- , 

section (1) and paragraph (5)(a), the following rules. apply: 
(a) if the aggregate of the amounts that would, according: | 
to the terms of subsection (1), be included in computing 
his income for the year fromthe business is equal to or 
exceeds his cumulative eligible capital, in respect of the 
business at the end of the year, 


(i), the:amount. to be included in computing his. in- 
come forthe year from the business under subsection 
(1)- is: that aggregate-minus the amount that would 
‘otherwise be his cumulative eligible capital in» re- 
-. spect; of the business) at the end of the year, and 
(ii) his cumulative eligible capital in respect of the 
business at the end of the year is nil; and 
_ (b) if the aggregate of amounts that would, according to _ 
~ the terms of subsection (1), be included in computing his 
~ income for the year from the business is less than his cu- ~ 
mulative eligible capital in respect of the business at the 
end of the year, 
(i) no amounts shall be included in computing his in- 


come for the year from the business under subsection 
(1), and’ ; 


~ (ii) his cumulative eligible capital in respect of the 
business at the end of the year is the amount thereof 
otherwise determined minus that aggregate. 


Interpretation Bulletins: See list at end of s. 14. 


(3) Acquisition of eligible capital a 
Notwithstanding any other provision of this Act, 
where at any time a person or partnership (in this 
subsection referred to as the “taxpayer’’) has, directly 
or indirectly, in any manner whatever, acquired an 
eligible capital property in respect of a business from 
a person or partnership with whom the taxpayer did 
not deal at arm’s length (in this subsection referred 
to as the “transferor’) and the property was:an eligi- 
ble capital property of the transferor (other than 
property acquired by the taxpayer as a consequence 
of the death of the transferor), the eligible capital ex- 
penditure of the taxpayer in respect of the business 
shall, in respect of that acquisition, be deemed to be 
equal to 4/3 of the amount, if any, by which 


(a). the amount determined for E in the. definition 
“cumulative’eligible capital” in subsection (5) in 
respect of the disposition ‘of the cn ve the 
transferor 


_ exceeds 


(b) the total of all amounts that can reasonably be 
considered to have been claimed as deductions 
under section 110.6 by any person with whom the 
taxpayer was not dealing at arm’s length in re- 
spect of the disposition of the property ‘by “the 
transferor, or any other disposition of the prop- 
erty before that time, 


except that, where the:taxpayer’ disposes of the prop- 
erty after that time, the amount of the eligible capital 
expenditure deemed by this subsection’ to be made 
by the taxpayer in respect of the property shall be 
determined at any time after the disposition. as if the 
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amount determined under poe snes in’ eo sae 
thereof were the lesser of ’ 


(c).the amount otherwise so determined, and 
(d) the amount, if any, by which 


(i) the amount determined under paragraph (a) 
in respect of the disposition of the property by 
the’ transferor 


exceeds 


(ii) the amount AataioniHied for E in the defini- 
tion “cumulative eligible capital” in subsec- 
tion, (5) .in respect of the disposition ok the 
_property by the taxpayer. faite 
Related Provisions: 110.6(19)(b)(ii) — Where election made to 
trigger capital gains exemption; 248(8) — Occurrences as a conse- 
quence. of death. 


History: Subsec. 14(3) substituted 4 1994. c. 7, Sch. II (1991, C. 
49), subsec. 10(2), applicable with respect to acquisitions of prop- 
erty occurring after 1987, except that, in its application to acquisi- 
tions by a taxpayer after 1987 and before the taxpayer’s adjustment 
time in respect of the business in which the property is used, the 
reference, to ““/s of’ shall be read as a reference to “2 times”. Sub- 
sec, 14(3) formerly read: 


(3) Acquisition of eligible capital property — Notwith- 
standing any other provision of this Act, where at a particular 
time: a person or partnership (in this subsection referred to as 
the “taxpayer’”) has, directly or indirectly, in. any manner 
whatever, acquired an eligible capital property in respect of a. 
business from a person or partnership that disposed of the 
property to the taxpayer and with whom the taxpayer did not 
deal at arm’s length, and the property that was disposed of 
was an eligible capital property of the person or partnership, 
the eligible capital expenditure in respect of the, business 
made by the taxpayer relating to the acquisition shall be 
deemed to be “4 of the amount, if any, by which 


(a) the amount determined for E in the definition “cumu- 
lative eligible capital” in subsection (5) by the’ person or 
partnership in respect of the disposition 


exceeds 


(b) the amount; if any, determined under subparagraph 
(1)(a)(v) by the person or partnership in respect of the 
disposition to,the extent that the amount may reasonably 
be considered to have been claimed by. any person as a 
deduction under section 110.6, 


Pre-RSC History: Subsec. 14(3) added, by 1988, c. 55, subsec. 
7(2), applicable with respect to acquisitions of property after 1987, 
except that with respect to acquisitions by a taxpayer after 1987 and 
before the taxpayer’s adjustment time in respect of the business in 
which the property is used, the reference to ““/3 of” shall be read as a 
reference to “2 times”. 


For history of former subsec. 14(3); see under subsec. 14(2). 
Interpretation Bulletins: See list.at end of s. 14. 


(4) References to “taxation year” or “year” — 
Where a taxpayer is an individual and the taxpayer’s 
income for a taxation year includes income from a 
business the fiscal period of which does not coincide 
with the calendar year, for greater certainty a refer- 
ence in this section to a “taxation year” or “year” 
shall be read as a reference to a “fiscal period” or 
“period”’. 

Related Provisions: 11(2) — References to “taxation year” or 
“year” of an individual. 


(5) Definitions — In this section, 


S..14(5) cum 


“adjustment time” of a taxpayer in respect of a bus- 
iness is 


(a) in the case oh a corporation formed.as.a result 
of an amalgamation occurring after June 30, 
1988, the time immediately before the 
amalgamation, 


(b) in the case of any other roretieleioes the time 
immediately after the commencement of its first 
taxation year commencing after. June 30, 1988, 
and 


(c) for any other taxpayer, the time immediately 

after the commencement. of the taxpayer's first 
fiscal period commencing after 1987 in respect of 
the business. 


Related Provisions: 248(1)"sjustmen time” _~Defitiition ap- 
plies to entire Act. 


Pre-RSC History: The ee nition. “adjustment | time” 
14(5)(c). See Table of Concordance. 


Para. 14(5)(c) added by 1988, c. 55, subsec, a applicable after 
June 17, 1987. 


was para. 


“cumulative eligible capital” of a taxpayer at any 
time in respect of a business of the taxpayer means 
the amount determined by, the formula 


(eB ee efter ees 
where SYRGKA ra 
A is */4 of the total of all eligible capital expendi- 
tures:in respect of the business made or incurred 


by the taxpayer before that time and after the tax- 
payer’s adjustment time, 


B is the total of 


‘(a) all ‘amounts each of which is the amount 
that would have been included under subpara- 
graph (1)(a)(v) in computing the taxpayer’s 
income from the business for ‘a taxation year 
that ended before that time and after February 
22, 1994 if the amount determined for D in 
that, subparagraph for the year were nil, 


(b) all amounts included under paragraph 
(1)(b) in computing the taxpayer’s income 
from the business for taxation years that en- 
ded before that time and after the taxpayer’s 
adjustment time, and . 


(c)-all taxable capital gains included, because 
of the application of subparagraph (1)(a)(v) to 
the. taxpayer in respect of the business, in 
computing the taxpayer’s income for taxation 
years that began before February 23, 1994. 


C is *h of the amount, if any, of the taxpayer’s cu- 
mulative eligible capital in respect of the business 
at the taxpayer’s adjustment time, 


D is the amount, if any, by which 


(a) the total of all amounts deducted under 
paragraph 20(1)(b) in computing the tax- 
payer’s income from the business for taxation 
years ending before the taxpayer’s adjustment 
time 
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exceeds 


(b) the total of all amounts included under 
subsection (1) in computing the taxpayer’s in- 
come from the business: for taxation years 
ending before the taxpayer’s adjustment time, 


D.1 is, where the amount determined by B exceeds 
zero, /2°0f the amount determined for Q in re- 
spect of the business, 


E is the total of all amounts each of which is */4 of 
the amount, if any, by which 


(a) an amount which, as a result of a disposi- 
tion occurring after the taxpayer’s adjustment 
time and before that time, the taxpayer has or 
may become entitled to receive, in respect of 
the business cairied on or formerly carried on 
by the taxpayer where the consideration given 
by the taxpayer therefor was such that, if any 
payment had been made by the taxpayer after 
1971. for that consideration, the payment 
would have been an eligible capital expendi- 
ture of the taxpayer in respect of the business. 


exceeds 


(b) all outlays and expenses to the extent that 
they were not otherwise deductible in comput- 
ing the taxpayer’s income and were made or 
incurred by the taxpayer for the purpose’ of 
giving that consideration, and 


F is the amount determined by the formula 


(P+P.1+Q)-R 
where 


P is the total of all amounts deducted under par- 
agraph 20(1)(b) in computing: the taxpayer’s 
income from the business for taxation years 
ending before that time and after the tax- 

_ payer’s adjustment time, 


P. lis the total of all amounts each of which is an 
amount by which the c imulative eligible capi- 
tal of the taxpayer in respect of the business is 
required to be reduced at or before that time 
because of subsection 80(7), 


Q is the amount, if-any, by which 


(a) the total of all amounts deducted under 
paragraph 20(1)(b) in computing the tax- 
payer’s income from the business for taxa- 
tion years ending before the nace s ad- 
justment time 


exceeds 


(b) the total of all amounts included under 
subsection (1) in computing the taxpayer’s 
income for taxation years ending before 
the taxpayer’s adjustment time, and 


Ris the total of all amounts included under sub- 
paragraph (1)(a)(iv) in computing the tax- 
payer’s income from the business for taxation 
years ending before that time and after the 
taxpayer’s adjustment time; 
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Related Provisions: 14(1)— Inclusion in-income from business; 
14(3) — Non-arm’s length acquisition: of eligible capital property; 
14(12) — Acquisition of eligible capital property by affiliated per- 
son on cessation of business; 20(1)(b) — Annual deduction of 7% 
of cumulative eligible capital; 20(4.2) — Bad debts; 24(¢1),— Ceas- 
ing to carry on business; 24(2)(d) — Business carried on by spouse 
or controlled corporation; 70(5.1) — Eligible capital property of de- 
ceased; 87(2)(f) — Amaligamations — cumulative ‘eligible capital; 
89(1) — Capital dividend account; 98(3)(b) — Rules where partner- 
ship ceases to exist; 98(5)(h) — Where partnership business carried 
on as sole proprietorship; 248(1)“cumulative eligible capital” — 
Definition applies. to entire Act; 257 — formula cannot calculate to 
less than zero. 


History: P.1 added to the second formula in the definition “cumu- 
lative eligible capital” in subsec. 14(5) and its descriptioniadded by 
1995, c. 21, subsecs. 3(1) and (2), applicable to taxation.years. that 
end after February 21, 1994. 


The description of B in the definition “cumulative eligible capital” 


| in subsec. 14(5) amended by 1995, c. 3, subsec. 5(2), applicable: to 


fiscal periods that end after February 22, 1994 otherwise than be- 
cause. of an election under subsec. 25(1). The description of B for- 
merly read: 7 


Bis the total of all amounts deemed by subparagraph ~ 

(1)(a)(v) to have been a taxable’ capital gain of the tax- ‘ 
payer from a disposition of capital property and all 
amounts included by reason of paragraph (1)(b) in com- 
puting the taxpayer’s income from the ‘business for taxa- 
tion years ending before that time and after the taxpayer" S 
adjustment time, 


The first formula in “cumulative eligible capital” in subsec. 14(5)- 
was amended to include D.1, and the description of D.1 was added, 
by 1994, c. 7, Sch. II (1991, c. 49), subsecs. 10(3), (3.1), applicable 


-(a) in the case of a corporation, to taxation years commencing 
after June 1988; and 


(b) in any other case, to fiscal periods. commencing after 1987. 


Pre-RSC History: The definition. “cumulative éligible capital” 
was para. 14(5)(a). Descriptive subparagraphs have been replaced 
by the formula. The pre-R.S.C. version read: 


(a) “cumulative eligible capital” of a taxpayer at any time:in 
respect of a business of the taxpayer means the.amount, if 
any, by which. the aggregate of 


(i) / of the aggregate of all eligible capital expenditures 
in respect of the business made or incurred by the tax- 
payer before that time and after his adjustment time, 


(ii) the aggregate of all amounts deemed by subpara- : 
graph (1)(a)(v) to have been a taxable capital gain of the 
taxpayer from a disposition of capital property and all 
amounts included by reason of paragraph (1)(b) in com- 
puting the taxpayer’s income from the business ‘for taxa- 
tion years ending before that time and after the tax- ° 
payer’s adjustment: time, 


(tii) *2 of the amount, if any, of the taxpayer’s cumulative’ ' 
eligible capital in respect of the business at his adjust- 
ment time, 


(tii. ) the amount, if any, by which 


(A) the aggregate of all amounts. deducted under 
paragraph-20(1)(b) in computing the taxpayer’s in- 
come from the business for taxation years ending 
before his adjustment time 


exceeds 


(B) the aggregate of all amounts included under sub- 
section (1) in computing the taxpayer’s income fram 
the business for taxation years ending before his ad- 
justment time rg) 
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exceeds the total of 


(iv) the aggregate of all amounts each of which is “1 of 
the amount, if any, by which 


(A) an amount which, as a result of a disposition oc- — 
curring after the taxpayer’s adjustment time and 
before that time, he has or may become entitled to © 
receive, in respect of the business carried on or for- 
merly carried on by him where the consideration 
given by him therefor was such that, if any payment 
had been made by him after 1971 for that considera- 
tion, the payment would have been an eligible capital 
expenditure of the taxpayer in respect of the business 


exceeds 


(B) all outlays and expenses to the extent that they 
were not otherwise deductible in computing the tax- 
payer’s income and were made or incurred by him 
for the purpose of giving that consideration, and 


(v) the amount, if any, by which the total of 


(A) the aggregate of all amounts deducted under 
paragraph 20(1)(b) in computing the taxpayer's in- 
come from the business for taxation years ending 
before that time and after his adjustment time, and 


(B) the amount, if any, by which 


(I) the aggregate of all amounts deducted under 
paragraph 20(1)(b) in computing the taxpayer’s 
income from the business for taxation years end- 
ing before his adjustment time 


exceeds 


(II) the aggregate of ali amounts included under 
subsection (1) in computing the taxpayer’s in- 
come for taxation years ending before his adjust- 
ment time, 


exceeds 


(C) the aggregate of all amounts included under sub- 
paragraph (1)(a)(iv) in computing the taxpayer’s in- 
come from the business for taxation years ending 
before that time and after his adjustment time; 


Para. 14(5)(a) substituted by 1988, c. 55, subsec. 7(3), applicable 
(by subsec. 7(6), as amended by 1991, .c. 49, s. 240, deemed to have 
come into force September 13, 1988) 


(a) in the case of a corporation, for taxation years commencing 
after June 1988, and 


(b) in any other case, for fiscal periods commencing after 1987, 


except that, with respect to dispositions of property occurring on or 
before June 17, 1987 or after that date pursuant to the terms of an 
obligation entered into in writing on or before that date, cl. 
14(5)(a)(iv)(A) shall be read as follows: 


(A) an amount which, as a result of a disposition occurring 
after 1971, became payable to the taxpayer before that time 
and after the taxpayer’s adjustment time in respect of the bus- 
iness carried on or formerly carried on by the taxpayer where 
the: consideration given by the taxpayer therefor was such 
that, if any payment had been made by him after 1971 for that 
consideration, the payment would have been an eligible capi- 
tal expenditure of the taxpayer in respect of the business 


and, with respect to dispositions of property occurring after June 17, 
1987, otherwise than pursuant to the terms of an obligation entered 
into in writing before June 18, 1987, and before para. 14(5)(a), as 
amended, comes into effect, cl. 14(5)(a)(iv)(A) shall be read as 
follows: 


(A) an amount which, as a result of a disposition occurring 
after 1971 and before that time, the taxpayer has or may be- 
come entitled to receive, in respect of a business carried on or 
formerly carried on by the taxpayer where the consideration 
given by the taxpayer therefor was such that, if any payment 
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had been made by the taxpayer after 1971 for that considera- 
tion, the payment would have been an eligible capital expen- 
diture of the taxpayer in respect of the business, 


Para. 14(5)(a) formerly read: 


(a) “cumulative eligible capital” — “cumulative eligible 
capital” of a taxpayer at any time in respect of a business 
means the amount by which the aggregate of 


(i) 2 of the aggregate of the eligible capital expenditures 
in respect of the business made or incurred by the tax- 
payer before that time, and 


(11) all amounts included by virtue of subsection (1) in 
computing the taxpayer’s income from the business for a 
taxation year ending prior to that time, 


exceeds the aggregate of 


(iii) all amounts each of which is an amount in respect of 
any taxation year of the taxpayer ending before that time, 
equal to the amount, deducted under paragraph 20(1)(b) 
in computing the taxpayer’s income for that year from 
the business, and 


(iv) the aggregate of all amounts each of which is '/ of 
the amount, if any, by which 


(A) an amount that, as a result of a transaction occur- 
ring after 1971, became payable to the taxpayer 
before that time in respect of a business carried on or 
formerly carried on by him where the consideration 
given. by the taxpayer therefor was such that, if any 
payment had been made by. the taxpayer after 1971 
for that consideration, the payment would have been 
an eligible capital expenditure of the taxpayer in re- 
spect of the business, 


exceeds 


(B) any outlays and expenses to the extent that they 
were made or incurred by him for the purpose of giv- 
ing that consideration; and 


Para. 14(5)(a) substituted by 1977-78, c. 1, subsec. 7(2), applicable 


for the purpose of determining the cumulative eligible capital of a 


taxpayer in respect of a business at any time after March 1977. Para. 


14(5)(a) formerly read: 


(a) “cumulative eligible capital” of a taxpayer at any time in 
respect of a business means 


(i) ‘2 of the aggregate of the eligible capital expenditures 

in respect of the business made or incurred by the tax- 

payer before that time, 

minus 

(ii) the aggregate of 
(A) all amounts each of which is an amount in re- 
spect of any taxation year of the taxpayer ending 
before that time, equal to the amount deducted under 
paragraph 20(1)(b) in computing the taxpayer’s in- 
come for that year from the business, 
(B) for each eligible capital amount in respect of the 
business that became payable to the taxpayer before 
that time, the lesser of 


(1) the eligible capital amount, and 


(II) the cumulative eligible capital of the tax- 
payer in respect of the business immediately 
before the disposition as a result of which the el- 
igible capital amount became payable, and 


(C) all amounts by which the cumulative eligible 
capital of the taxpayer in respect of the business at 
the end of any taxation year of the taxpayer ending 
before that time was reduced by virtue’ of subsection 
(3); and 


Interpretation Bulletins: IT-143R2: Meaning of eligible capital 


expenditures; IT-365R2: Damages, settlements and similar receipts; 
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IT-386R:. Eligible capital amounts; IT-471R: Merger of partner- 
ships. See also list at end of s. 14. 


Forms: T2S(8)(A): Cumulative eligible capital deduction. 


“eligible capital expenditure” of a taxpayer in re- 
spect of a business means the portion of any outlay 
or expense made or incurred by the taxpayer, as a 
result of a transaction occurring after 1971, on ac- 
count of capital for the purpose of gaining or produc- 
ing income from the business, other than any such 
outlay or expense 


(a) in respect of which any amount is or would 
be, but for any provision of this Act limiting the 
quantum of any deduction, deductible (otherwise 
than under paragraph 20(1)(b)) in computing the 
taxpayer’s income from the business, or in re- 
spect of which any amount is, by virtue of any 
provision of this Act other than paragraph 
18(1)(b), not deductible in computing that 
income, 

(b) made. or incurred for the purpose of gaining or 
producing income that is exempt income, or 


(c) that is the cost of, or any part of the cost of, 
(i) tangible property of the taxpayer, 
(i1) intangible property that is depreciable 
property of the taxpayer, 


(111) property in respect of which any deduc- 
tion (otherwise than under. paragraph 
20(1)(b)) is. permitted in computing the tax- 
payer’s income from the business or would be 
so permitted if the taxpayer’s income from the 
business were sufficient for the purpose, or 
(iv) an interest in, or right to acquire, any 
property described in any of subparagraphs (1) 
to (41), 

but, for greater certainty and without: restricting the 

generality of the foregoing, does not anclune any 

portion of 


(d) any amount paid or payable to any creditor of 
the taxpayer as, on account or in lizu of payment 
of any debt or as or on account of the redemption, 
cancellation or purchase of any’ bond or 
debenture, 


(e) where the taxpayer is a-corporation, any 
amount paid or payable to. a person. as a share- 
holder of the corporation, or 
(f) any amount that is the cost of, or any part of 
the cost of, 
(i) an interest in a trust, 
(i1) an interest in a partnership, 
(iii) a share, bond, debenture, mortgage, note, 
bill or other similar property, or 
(iv) an interest in, or right to acquire, any 
property described in any of subparagraphs (i) 
to (ili); 
Related Provisions: 14(3)—Non-arm’s length acquisition of 


eligible capital. property; .87(2)(f) — Amalgamations — ‘curnulative 
eligible capital; 98(3)(b)— Rules applicable where partnership 
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ceases to exist; 107(2)(f) — Capital interest distribution by. personal 
or prescribed trust; 248(1)“eligible capital expenditure” — Defini- 
tion applies to entire Act. 

Pre-RSC History: The definition “eligible capital expenditure” 
was para. 14(5)(b). See Table of Concordance. 

Selected. Cases [subsec. 14(5)“eligible capital 
expenditure”]: 228262 Alberta Ltd. v.. MNR, [1996] 1 C.T.C. 
2416 (TCC) (Price rectification was eligible capital expenditure, not 
current expense or cost of borrowing); The Queen v. Royal Trust 
Corp. of Canada, [1983}'C.T.C. 159 (FCA) (Stockbroker’s commis- 
sion during public issue eligible capital expenditure). 
Interpretation Bulletins: IT-99R4: Legal and accounting fees; 
IT-104R2: Deductibility of fines or penalties; IT-143R2: Meaning 
of “eligible capital expenditure”; IT-187: Customer lists and ledger 
accounts; IT-341R3: Expenses of issuing shares or borrowing 
money; IT-364: Commencement of business operations. IT-386R: 
Eligible capital amounts. See also list at end of s., 14. 


“exempt gains balance” of an individual in respect 
of .a..business. of,.the. individual, for a.taxation year 
means the amount determined by the formula 


A+B 
where 
A is the lesser of | 
(a) the amount by which 
(1) the amount that would have been the in- 
dividual’s taxable capital gain determined 


under paragraph 110.6(19)(b) in respect of 
the business if 


(A) the amount designated in an elec- 
tion under pe cction 110.6(19) in re- 
spect of the business were equal to the 
fair market value at the end of February 
22, 1994 of all the eligible capital prop- 
erty owned: by the elector. at that time in 
respect of the business, and . 


(B) this Act were read without’ refer: 
ence to subsection 110. peas . | 


exceeds ) 
(ii) the amount determined by) the formula 
0.75(C — 1.1D) 
where. 


C is the amount designated in the election 
that was made ‘under subsection 
110.6(19) in respect of the business, 
and 


Dis the fair market value at the oud of 
February 22, 1994 of the property re- 
ferred to in clause (i)(A), and © 


(b) the individual’s taxable capital gain deter- 
mined. under. paragraph 110. G0 3)(b) in re- 
spect of the business, and 


B is the total of all amounts each of which is the 
amount determined for D in subparagraph 
(T)(a)(v) in respect of the business for a Pate 
ing taxation year. 


Related Provisions: 14(9) — Effect of ,excessive ci i ple 
257 — Formula cannot calculate to less than zero. 
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History: The definition “exempt gains balance” added to subsec. 
14(5) by 1995, c. 3, subsec. 5(3), applicable to fiscal periods that 
end after February 22, 1994 otherwise than because of an eléction 
under subsec. 25(1). ; 


(6) Exchange of property — Where in a taxation 
year (in this subsection referred to as the “initial 
year’) a taxpayer disposes of an eligible capital 
property (in this section referred to as the taxpayer’s 
“former property’) and the taxpayer so elects under 
this subsection in the taxpayer’s return of income for 
the year in which the taxpayer acquires an eligible 
capital property that is a replacement property for the 
taxpayer's former property, such amount, not ex- 
ceeding the amount that would otherwise be in- 
cluded in the amount determined for E in the defini- 
tion “cumulative eligible capital’’ in subsection (5) 
(if the description of E in that definition were read 
without reference to “3/4 of”) in respect of a_busi- 
ness, as has been used by the taxpayer before the end 
of the first taxation year after the initial year to ac- 
quire the replacement property 


(a) shall, subject to paragraph (b), not be included 
in the amount determined for E in that definition 
for the purpose of determining the cumulative eli- 

gible capital of the taxpayer in respect of the bus- 
iness; and 


(b) shall, to the extent of */1 thereof, be included 
in the amount determined for E in that definition 
for the purpose of determining the cumulative eli- 
gible capital of the taxpayer in respect of the bus- 
iness at a time that is the later of — 


(i) the time the replacement property, was ac- 
quired by the taxpayer, and 


(11) the time the former property was disposed 
of by the taxpayer. 


Related Provisions: 14(7) — Meaning of a “replacement prop- 
erty”; 96(3) — Election by members of partnership; 220(3.2), Reg. 
600(b) — Late filing of election or revocation. 


History: The opening words of subsec. 14(6) amended by 1998, c. 
19, subsee. 74(3), applicable to dispositions of former properties 
that occur after the 1993 taxation year. The opening words formerly 
read: 


(6) Where in a taxation year (in this subsection referred to as 
the “‘initial year”) a taxpayer has disposed of an eligible capi- 
tal property (in this section referred to as the taxpayer’s “for- 
mer property’’), if the taxpayer so elects under this subsection - 
in the taxpayer’s return of income under this Part for the year 
in which the taxpayer acquires, as a replacement property for 
the taxpayer’s former property, an eligible capital property (in 

‘this ‘section referred to as a “replacement property’), such 
amount not exceeding the amount that would otherwise be in- 
cluded in the amount determined for E in the definition “cu- 
mulative eligible capital” in subsection (5) (if the description 
of E in that definition were read without reference to “°/s of”) 
in respect of a business as has been used by the taxpayer 
before the end of the first taxation year following the initial 
year to acquire the replacement property 


Pre-RSC History: Subsec. 14(6) amended by 1988, c. 55, subsec. 
7(5), to substitute, in that portion preceding para. (a), “a taxpayer 
has disposed of” for “an amount has become: payable to a taxpayer 
in respect of the disposition of’, and “*/4 of’ for “'/2 of’, and in para. 


S. 14(7)(a.D) 


(b), “V/s”. for ‘“'h”, applicable with respect.to dispositions of eligible 
capital property occurring 
(a) in the case ofa corporation, in taxation years commencing 
after June 1988, and 


(b) in.any other case, in fiscal periods commencing after 1987, 
and, with respect to dispositions occurring 


(c) in the case of a corporation, in the last taxation year of the 
corporation commencing. before July 1988, and 


(d) in any other case, in the last fiscal period of the taxpayer 
commencing before 1988, 


the reference to “'/” in paragraph, 14(6)(b),.as it read before this 
amendment, shall be read as a reference to “7/4”. Subsec. 14(6) for- 
merly read: 


(6) Exchanges of property — Where in a taxation year (in 
this subsection referred to as the “initial year”) an amount has 
become payable to a taxpayer in respect of a disposition of an 
eligible capital property (in this section referred to as his “for- 
mer property”), if the taxpayer so elects under this subsection 
in his return of income under this Part for the year in which 
he ‘acquires, as a replacement property for his former prop- 
erty, an eligible capital property (in this section referred to as 
a “replacement property”), such amount not exceeding the 
amount that would otherwise be included in the aggregate 
computed under subparagraph (5)(a)(iv) (if that subparagraph 
were read without reference to “/2 of’) in respect of a busi- 
ness as has been used by the taxpayer before the end of the 
first taxation year following the initial year to acquire the re- 
placement property 


(a) shall, subject to paragraph (b), not be: included in the 
aggregate computed under subparagraph (5)(a)(iv) for the 
purpose of determining the cumulative eligible capital of 
the taxpayer in respect of the business, and 


(b) shall, to’ the extent of '/2 thereof, be included in the 
aggregate computed under subparagraph (5)(a)(iv) for the 
purpose of determining the cumulative eligible capital of 
the taxpayer in respect of the business at a time that is the 
later of 


(i) the time the replacement property was. acquired 
by the taxpayer, and 


(ii) the time the former property was disposed of by 
the taxpayer. 


All that portion of subsec. 14(6) preceding para. (a), all that portion 
of para. 14(6)(b) preceding subpara. (1) substituted by 1980-8 1-82- 
83, c. 48, subsecs. 6(1), (2), applicable with respect to dispositions 
occurring after December 11, 1979, to add “(Gf that subparagraph 
were read without reference to “1/2 of)” and.“‘to the extent of 1/2 
thereof”. 


Subsec. 14(6) added by 1977-78, c. 1, subsec. 7(3), applicable to 
dispositions of eligible capital property after March 31, 1977. 


_ Interpretation Bulletins: See list at end of s. 14. 


Information Circulars: 92-1: Guidelines for accepting late, 
amended or revoked elections. 


(7) Replacement property for a former prop- 
erty — For the purposes of subsection (6), a particu- 
lar eligible capital property of a taxpayer is a re- 


placement property for a former property of the 


taxpayer if ) 
(a) it is reasonable to conclude that the property 
was acquired. by the taxpayer to replace the for- 
mer property; 
(a.1) it was acquired by the taxpayer for a use 
that is the same as or similar to the use to which 
the taxpayer put the former property; 
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(b) it was acquired for the purpose of gaining or 
producing income from the same or a similar bus- 
iness as that in which the former property was 
used; and 


(c) where the former property was used by the 
taxpayer in a business carried on in Canada, the 
particular property was acquired for use by the 
taxpayer in a business carried on by the taxpayer 
in Canada. 

History: Para. 14(7)(a) amended and para. (a.1) added by 1998, c. 


19, subsec. 74(4), applicable to dispositions of former properties 
that occur after the 1993 taxation year. Para. (a) formerly read: 


(a) it was acquired by the taxpayer for the same or a similar 
use as the use to which the taxpayer put the former property; 


Para. 14(7)(c) substituted by 1994, c. 7, Sch, II (1991, c. 49), sub- 
sec. 10(4), applicable to property acquired asa replacement for a 
former property disposed of after April 2, 1990, other than a former 
property disposed of 
(a) under an agreement in writing entered into before April 3, 
1990; or 


(b) pursuant to a written notice of an intention to take the prop- 
erty under statutory authority given before April 3, 1990 or for 
the sale price of the property sold to a person by whom such a 
notice was given before April 3, 1990. 


Para. 14(7)(c) formerly read: 


(c) where the taxpayer was not resident in Canada at the time 
the taxpayer acquired the particular-property, in addition to 
the requirements in paragraphs (a) and (b), ‘the particular 
property was acquired for use by the taxpayer in a business 
carried on by the taxpayer in Canada. 


Pre-RSC History: Paras. 14(7)(a), (b) substituted by 1977-78, c. 
32,8. 3, applicable to dispositions of eligible capital property after 
March 31, 1977. 


Subsec. 14(7) added by 1977-78, c. 1, subsec. 7(3), applicable to 
dispositions of eligible capital property after March 31, 1977. 


Interpretation Bulletins: IT-259R2: Exchanges of property. See 
also list at end of s. 14. 


(8) Deemed residence in Canada — Where an 
individual was resident in Canada at any time in a 
particular taxation year and throughout 


(a) the preceding taxation year, or 
(b) the following taxation year, 


for the purpose of paragraph (1)(a), the individual 
shall be deemed to have been resident in Canada 
throughout the particular year. 


Related Provisions: 110.6(5) — Parallel rule for capital gains 
exemption. 


History: Subsec. See added by 1994, c. 21, s. 8, pu to 
1988 et seq. 


(9) Effect of election under subsec. 
110.6(19) — Where an individual elects under sub- 
section 110.6(19) in respect of a business, the indi- 
vidual shall be deemed to have received proceeds of 
a disposition on February 23, 1994 of eligible capital 
property in respect of the business equal to the 
amount determined by the formula 


Ainge 
eaepae aes 
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where 


A. is the amount determined in respect of the. busi- 
ness under subparagraph (a)(ii) of the description 
of A in the definition “exempt. ita balance” in 

‘subsection (5), and 


B is the amount determined in respect of the busi- 
ness under subparagraph (a)(i) of the description 
of A in the definition “exempt gains balance” in 
subsection (5). 


Related Provisions: 257 — formula cannot calculate to less than 
Zer0. 


History; Subsec. 14(9) added by 1995, c, 3, subsec. 5(4), applica- 
ble to fiscal periods that end after February 22, 1994 otherwise than 
because of an election under subsec. 25(1). 


(10) Deemed eligible capital expenditure — 
For the purposes of this Act, where a taxpayer re- 
ceived or is entitled to receive assistance from a gov- 
ernment, municipality or other public authority in re- 
spect of, or for the acquisition of, property the cost 
of which is an eligible capital expenditure of the tax- 
payer in respect of a business, whether as a grant, 
subsidy, forgivable loan, deduction from tax, invest- 
ment allowance or as any other form of assistance, 
that eligible capital expenditure shall at any time be 
deemed to be the amount, if any, by which the total 
of 


(a) that eligible capital expenditure, determined 
without reference to this subsection, and 


(b) such part, if any, of the SASRANSE as the tax- 
payer repaid. before 


(i) the taxpayer ceased to carry on ‘the busi- 
ness, and 


(ii) that time 


under a legal obligation to pay all or any part of 
the assistance 


& 


exceeds 


(c) the amount of the assistance the taxpayer re- 
ceived or is entitled to receive before the earlier 
of that time and the, time the LaxDay se ceases to 
carry on the business. 
Related Provisions: 14(5) — Definition of “exempt gains bal- 
ance”; 14(11)— Assistance deemed received by. trust. or: partner- 


ship; 20(1)(hh.1) — Deduction for repayment after DeSASING to carry 
on business. 


History: Subsec. 14(10) added by 1995, c. 21, subsec: 23), appli- 
cable to assistance that a taxpayer receives or becomes entitled to 
receive after February. 21, 1994 and repayments of such assistance. 


(11) Receipt of public assistance — For the 
purpose of subsection (10), where at any time’a tax- 
payer who is a beneficiary under a trust or a member 
of a partnership received or is entitled to receive as- 
sistance from a government, municipality or other 
public authority, whether as a grant, subsidy, forgiv- 
able loan, deduction from tax, investment allowance 
or as any other form of assistance, the amount of the 
assistance that can reasonably be considered to be in 
respect of, or for the acquisition of, property the cost 
of which was an eligible capital expenditure of ‘the 
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trust or partnership shall be deemed to have been re- 
ceived at that time by the trust or partnership, as the 
case may be, as assistance from the government, mu- 
nicipality or other public authority for the adh he Se 
of such property. 

History: Subsec. 14(11) added by 1995, c. 21, subsec. 3(3), appli- 


cable to assistance that a taxpayer receives or becomes entitled to 
receive after February 21, 1994 and repayments of such assistance. 


(12) Loss on certain transfers — Where 


(a) a corporation, trust or partnership (in this sub- 
section referred to as the “transferor’’) disposes at 
any time in a taxation year of a particular eligible 
capital property. in respect of a. business of. the 
transferor in respect of which it would, but for 
this subsection, be permitted a deduction under 
paragraph 24(1)(a) as a consequence of the dispo- 
sition, and 


(b) during the period that begins 30 days before 
and ends 30 days after the disposition, the trans- 
feror or a person affiliated with the transferor ac- 
quires a property (in this subsection referred to as 
the “substituted property”) that is, or 1s identical 
to, the particular property and, at the end ‘of that 
period, a person or partnership that 1s either the 
transferor or a person or partnership affiliated 
with the transferor owns the substituted property, 


the transferor is deemed, for the purposes of this sec- 
tion and sections 20 and 24, to continue to own eligi- 
ble capital property in respect of the business, and 
not to have ceased to carry on the business, until the 
time that is immediately before the first time, after 
the disposition, 

(c) at which a 30-day period begins throughout 

which neither the transferor nor a person affili- 

ated with the transferor owns - 


(i) the substituted property, or 


(11) a property that.is identical to the. substi- 
tuted property and that was acquired after the 
day that is 31 days before the period begins, 


(d) at which the substituted property is not eligi- 
ble capital property in respect of a business car- 
ried on by the transferor or a person affiliated 
with the transferor, 


(e) at which the substituted property would, if it 
were owned by the transferor, be deemed by sec- 
tion 128.1 or subsection 149(10) to have been 
disposed of by the transferor, 


(f) that is immediately before control of the trans- 
feror is acquired by a person or group of persons, 
where the transferor is a corporation, or 


(g) at which the winding-up of the transferor be- 
gins (other than a winding-up to which subsec- 
tion 88(1) applies), where the transferor is a 


corporation. 
Related Provisions: 13(21.2)— Parallel rule for depreciable 
capital property; 14(13)—-Deemed_ identical — property; 


18(13)—(16) — Parallel rule for share or debt owned by financial in- 
stitution; 40(3.3), (3.4) — Parallel rule re capital losses; 69(5)(d) — 


S. 15(1) 


No application on: winding-up; 87(2)(g.3) — Amalgamations — 
continuing corporation; 88(1)(d.1)— No application. to, property ac- 
quired on windup of subsidiary; 248(12) — Whether properties are 
identical; 251.1 — Affiliated persons; 256(7)(9) — Whether con- 
trol acquired. 


| History: Subsec. 14(12) added by tigre 19, subbed: 74(5), appli- 


cable, subject to s. 247 of 1998, c. 19 (grandfathering rule répro- 
duced in the history to s. 260) to dispositions of i es that occur 
after April 26, 1995. 


(13) Deemed identical property — For the pur- 


| pose of subsection (12), 


(a) a right to acquire a property (other than a 
right, as security only, derived from a mortgage, 

agreement. for sale or similar obligation). is 
deemed to be a property that is identical to the 
property; and. 


(b) where a partnership otherwise ceases ‘to exist 

at any time after the disposition, the. partnership 

is deemed not to have ceased to exist and each 

person who, immediately before the partnership 

would, but for this paragraph, have ceased to ex- 

ist, was a member of the partnership is deemed to 

- remain a member of the’ partnership, until the 

time that is immediately after the first time de- 
scribed in paragraphs (12)(c) to (g). 

History: Subsec. 14(13) added by 1998, CUED: subsec. 74(5), sub- 

ject to s. 247 of 1998, c. 19 (grandfathering rule reproduced in the 

history to s. 260), applicable to dispositions of property that occur 


' after April 26, 1995. 
Definitions [s. 14]: 


“acquired” — 256(7)-(9); “adjustment 
time” — 14(5), 248(1); “‘affiliated” — 251.1; “amount” — 248(1); 
“arm’s length” — 251(1); “assistance” —79(4), .125.4(5); 248(16), 
(18); “business” — 248(1); “calendar. year’ — Interpretation Act 
37(1)(a); “Canada” — 255; “Canadian partnership” — 102, 248(1); 
“capital property” — 54, 248(1); “control” — 256(7)-(9); “corpora- 
tion” — 248(1), Interpretation Act 35(1); “cumulative eligible capi- 
tal” — 14(5), 248(1); “depreciable, property” —,13(21), 248(1); “el- 
igible capital amount” — 14(1), 248(1); “eligible capital 
expenditure” — 14(5), 248(1); “eligible capital property” — 54, 
248(1); “exempt gains balance” — 14(5); “fiscal period’ —.249.1; 
“identical” — 14(13), 248(12) “individual” — 248(1); “prop- 
erty” — 248(1); “replacement property” — 14(6), (7); “resident in 
Canada” — 14(8), 250; “shareholder” — 248(1); “taxable capital 
gain” — 38(a), 248(1); “taxation year” — 11(2), 14(4), 249; “tax 
payer” — 248(1); “trust” — SEA 248(1),.(3); “year”? —=11(2), 
14(4). 


1.T. Application Rules [s. 14]: 21(1) (business carried on since 
before 1972). 


Interpretation Bulletins [s. 14]: IT-66R6: Capital dividends; IT- 
123R4: Disposition of eligible capital property; IT-123R6: Transac- 
tions involving eligible capital property; IT-143R2: Meaning of eli- 
gible capital expenditure; IT-187: Customer lists and ledger. ac- 
counts; IT-206R: Separate businesses; IT-313R2: Eligible capital 
property — rules where a taxpayer has ceased carrying on a busi- 


| ness or has died; IT-330R: Dispositions of capital property subject 


to warranty, covenant, etc.; IT-341R3: Expenses of issuing shares or 
borrowing money; IT-364: Commencement of business operations; 
IT-467R: Damages, settlements and similar payments; IT-488R2: 
Winding-up of 90%-owned taxable Canadian corporations. 


15. (1) Benefit conferred on shareholder — 
Where at any time in a taxation year a benefit is. con- 
ferred on a shareholder, or on a person in contempla- 
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tion of the person becoming a shareholder, by a cor- 
poration otherwise than by 


(a) the reduction of the paid-up capital, the re- 
demption, cancellation or acquisition by the cor- 
poration of shares of its capital stock or on the 
winding-up, discontinuance or reorganization of 
its business, or otherwise by way of a transaction 
to which section 88 applies, 


(b) the payment of a dividend or a em dividend, 


(c) conferring, on all owners of common shares 
of the capital stock of the corporation at that time, 
a right in respect of each common share, that is 
identical to every other right conferred at that 
time in respect of each other such share, to ac- 
quire additional shares of the capital stock of the 
corporation, and, for the purpose of this 
paragraph, 
(i) where 
(A) the voting rights attached to a particu- 
lar class of common shares of the capital 
stock of a corporation differ from the vot- 
ing rights attached to another class of com- 
-mon shares of the capital stock of the cor- 

- poration, and 


(B) there are no other differences peeeen 
the terms and conditions of the classes of 
shares that. could. cause the fair market 
value of a share of the particular class. to 
differ materially from the fair market value 
of a share of the other class, 


the shares of the particular class shall be 
deemed to be property that is identical to the 
shares of the other class, and 


(ul) rights are not considered identical if the 
cost of acquiring the rights differs, or 


(d) an action described in paragraph 84(1)(c.1), 
(c.2) or (c.3), 


the amount or value thereof shall, except to the ex- 
tent that it is deemed by section 84 to be a dividend, 
be included in computing the income of the share- 
holder for the year. 


Related Provisions: 15(1.1) — Where stock dividend paid; 


GST on shareholder benefit; 15(5) — Automobile available to 
shareholder; 15(7) — Application; 15(9) — Deemed benefit; 69(4), 
(5) — Property deemed disposed of by corporation at fair market 
value; 80.04(5.1) —No benefit conferred where debtor transfers 
property to eligible transferee under 80.04; 80.1(4) — Assets ac- 
quired from foreign affiliate of taxpayer as dividend in kind or as 


benefit to shareholder; 80.4(2) — Loans; 84(2) — Distribution on’ 


winding-up, etc.; 139(a) — Life insurance corporations; 184(3.1) — 
Election to treat dividend as loan; 214(3)(a)— Deemed dividend 
for purposes of non-resident withholding tax. 


History: Para. 15(1)(c) substituted by 1994, c. 21, subsec. 9(1), ap- 
plicable to benefits conferred after December 19, 1991. That para. 
formerly read: 


(c) conferring, on all owners of common shares of the capital 
stock of the corporation at that time, a right in respect of each 
common share, that is identical to every other right conferred 
at that time im respect of each other such share, to acquire 
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additional shares of the capital stock of the corporation, and: 
for the purpose. of this paragraph, rights shall not be. consid- 
ered identical if the cost of acquiring the rights differs, or 


That sportion, of subsec. 15(1) preceding pera. (a) amended to substi; 
tute “at any time in a taxation year” for “in a taxation year”, and 
para. (c) substituted, by 1994, c. 7, Sch. VIII ( 1993, c. 24), subsecs: 
5(1); (2); applicable to benefits conferred after December 19; 199: 
Para: (Cc) formerly read: 

(c) conferring on all owners of common shares of the capital ~ 

stock of. the, corporation a_ right. to. buy. additional, shares - 

thereof, or — / 
Para. 15(1)(b) amended by 1994, c. 7, Sch. TI (1991, c. 49), subsec. 
11(1), to’add “or a stock dividend”, ae to ——. conferred 
after June 1988. 
Pre-RSC History: Subsec. 15(1) substituted by 1988, c.'55,-s. 8, 
applicable with respect to benefits conferred after June 1988 and, in 
respect of actions occurring after 1987 and bebore July 1988, para. 
(g),shall be read as, follows: 


(g) an action described in paragraph RACING. 1); (c:2)-or ora 3), 


 Subsec. (1) formerly read: 


“15: (1) Appropriation of property to shareholder Where 
in.a taxation year — 


(a) a payment has been made by a ssiginiiior to a share- 
holder otherwise, than pursuant to a bona fide business 
transaction, 


(b) funds or. propecey of a corporation nai been. appro- 
priated in. any manner whatever to, or for the benefit of, a 
shareholder, or. 


(c)a benefit or advantage oe been conferred ona Snare 
holder by a corporation, 


- otherwise than 


_(d) on the reduction of capital, the Shits aisihes cancellan 

~ tion’ or acquisition by the corporation of shares of its cap- 
ital stock or the winding-up, discontinuance or reorgani- 
zation of its business, or otherwise by way! of) a 
transaction to which section 88 applies, 


rs (e) by the payment of a dividend,or a-stock dividend, 
(f) by conferring on all holders.of common: shares of the 


capital stock of the corporation a right to buy additional 
common shares thereof, or 


(g) by an action “described ‘in ParaBtApB (HO, 1) or 
(c.2); 
the-amount or value thereof shall, except to the extent that it 


is deemed to be a dividend by section 84, be included in com- 
“ puting the income of the shareholder for the year. 


Para. 15(1)(g) added by 1980- 81- 82-83, ¢. 48, subsec. 7(1), applica- 
ble with respect to actions occurring after 1978. 


Paras. 15(1)(d), (e) and all that portion of aileee: 15(1) follows 
para. (f) substituted by’ 1977-78, ¢.-1, subsees. 8(1), (2), applicable 
after March 31,1977. Paras. (d), (e) and that portion formerly read: 


(d) on the reduction of capital, the redemption of shares 
or the winding-up, discontinuance or reorganization of its 
business, or otherwise by. way of a transaction to, Which 
section 84, 88 or Part IT applies, . 


(e) by the payment of a dividend,.or 


the amount or value thereof shall be included in computing 
the income of the shareholder for the year. 


Selected Cases [subsec. 15(1)]: Felray Inc. v. R, [1998] 2 
C.T.C. 4 (FCTD) (Discontinuance of ,business implies erent of 
finality or complete cessation, not ‘merely diminution); Fingold-v. 
R., [1997] 3 C.T.C, 441 (FCA), (Shareholder benefit to be: measured 
by equity rate of return.on capital devoted); Hrga v.-R., [1997] 2 
C.T.C. 172 (FCTD) (No possible benefit from providing guarantee); 
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Doyle v. Canada, [1997], 1 C.T.C,,.2659 (TCC) (Payment: of share- 
holder’s legal fees by company, was taxable benefit); De Giorgio. v. 
Canada, [1996] 2 C.T.C. 2038 (TCC) (Reported income was not, a 
shareholder benefit); Donovan v. Canada, [1996] 1. C.T.C..264 
(FCA) (Value of benefit is interest on value of property); Chopp v. 
Canada, [1995] 2 C.T.C. 2946 (TCC) (Provision: not applicable 
where taxpayer unaware of accounting error which led to benefit); 
Riddell et al. v. Canada, [1995] 2 C.T.C, 434 (FCTD), (Provision 
applied where taxpayer unable to establish existence of loan); Vieira 
vy. Canada, [1995] 2 C.T.C. 2218 (TCC) (Appropriate time to deter- 
mine if appropriation occurréd was at end of taxation year); King v. 
Canada, {1995} 1 C:T.C. 2353 (TCC) (Conduct of taxpayers may 
consitute estoppel with respect to attribution and timing); Penny v. 
Canada, {1995} 1-C.T.C. 114 (FCTD) (Double taxation clearly con- 
templated by language of s: 15); Cartwright v: Canada, [1995] 1 
C.T.C.. 15: (FCTD) (Valuation of shareholder’s benefit of cottage 
was rental value for summer); Simpson (H.H.) v. MNR, [1992] 2 
C.T.C. 2387 (TCC) (Payment to shareholder by company’s bank to 
settle action by company and shareholders for failure to give rea- 
sonable notice before seizure and sale of assets not shareholder ap- 
propriation or benefit); Outerbridge Estate v. Canada, [1991] 1 
C.T.C.-113 (FCA) (Benefit acquired as son-in-law, not as 
shareholder); Youngman v. The Queen, [1990] 2:C.T.C.10 (FCA) 
(Shareholder occupying house owned by company received benefit 
to the extent that shortfall in fair market value rent paid exceeded 
benefit conferred upon company through interest free loan from 
shareholder); Vine Estate v. Canada, [1990] 1 C.T.C. 18 (FCTD) 
(Amount applied by. 50%. shareholder from one company to cover 
losses, of. another company he. owned was. taxable benefit) ; 
Outerbridge Estate v. Canada, [1989] 2 C.T.C, 55 (FCTD); aff'd 
[1991] 1 C.T.C. 113 (FCA) (Benefit received where shares acquired 
below fair market value); Grohne v. Canada, [1989] 1 C.T.C. 434 
(FCTD) (Shares acquired by director/shareholder pursuant to rights 
offering were not benefit received by virtue of office); Westcoast 
Petroleum Ltd. vy. Canada, [1989] 1 C.T.C. 363 (FCTD) (Amounts 
received due to pipeline service rate increase pending public hearing 
not liability since no obligation to repay; reserve under paragraph 
20(1)(m) denied, since no subsequent services to be tendered); 
Cooper v.. MNR, [1989] 1.C.T.C. 66 (FCTD) (Interest-free loan by 
estate to executor was not taxable benefit); Smith v.. The Queen, 
[1986], 1 €.T.C. 418 (FCTD) (Amounts paid by company to extin- 
guish debts of another shareholder benefits to. majority shareholder 
of both companies); Hall et al. v. The Queen, [1986] 1-C.T.C.,399 
(FCTD) (Company debt purchased at discount by shareholder a 
shareholder benefit); Mele v. The Queen, [1985].1 €.T.C. 257 
(FCTD); aff'd [unreported] (Sept. 12, 1990), File A-356-85 (FCA) 
(Loans by: corporation to third parties were personal advances by, 
and benefit to, controlling shareholder where not repaid); Hart v. 
The Queen, [1982] C.T.C. 275 (FCA) (Trip principally. in relation to 
business, paid for by company, was benefit to shareholder to the 
extent that it was of personal value apart from business value); 
Berbynuk vy. The Queen, [1978] C.T.C. 448 (FCTD) (Income sup- 
pressed by company was-not income of shareholder); Perrault v. 
The Queen, [1978] C.T.C. 395 (FCA) (Dividend paid to shareholder 
selling shares to controlling shareholder, in’satisfaction of purchase 
price obligation, taxable benefit to controlling shareholder); The 
Queen v. Neudorf, [1975] C.T.C. 192 (FCTD) (Where a corporation 
leasing shareholder’s building made an addition to it and lease 
amendment attributing ownership of addition to company executed 
only subsequent to assessment, contract insufficient to dislodge pre- 
sumption that addition was shareholder benefit); Angle v. MNR, 
[1975] 2 SCR 248 (Despite earlier case between same parties find- 
ing no debt to company for income tax purposes, debt found to exist 
in present case); Kennedy v. MNR, [1973] C.T.C. 437 (FCA) (Sale 
of building to shareholder below fair market value was shareholder 
benefit; improvements by company on shareholder’s property 
leased to company were. shareholder benefits to extent that value of 
property increased more than amount below. fair market value paid 
as rent); Guilder News Co, (1983) Ltd. et al. v. MNR,, [1973] C.T.C. 
1 (FCA) (Shares sold to shareholder. below F.M.V...resulted in 
shareholder benefit despite price adjustment clause in contract); St- 


S. 15(1.2) 


Germain v. MNR,,|1969], C.T.C.. 194. (SCC) (Improvements. made 
by .company to. shareholder’s building leased, to. company. were 
shareholder. benefits). 


Interpretation Bulletins: IT-63R5: Benefits, including standby 
charge for an automobile, from the personal use of a motor vehicle 
supplied by an employer — after 1992; IT-96R6: Options to acquire 
shares, bonds or debentures and by trusts to. acquire: trust units; IT- 
116R3: Rights. to buy, additional shares; IT-143R2: Meaning of “eli- 
gible capital expenditure”; IT-160R3: Personal use of aircraft; IT- 
169: Price adjustment clauses; IT-256R: Gains from theft, defalca- 
tion or embezzlement; IT-291R2: Transfer of property to a corpora- 
tion under subsection 85(1); IT-357R2: Expenses of training; IT- 
421R2: Benefits to individuals, corporations and shareholders from 
loans or debt; IT-432R2: Benefits conferred. on. shareholders; IT- 
498: The deductibility of interest on money borrowed to reloan to 
employees or shareholders; IT- 529: Flexible employee benefit 
programs. 


Information Circulars: 76-19R3: Transfer of property to a corpo- 
ration under section 85; 87-2: International transfer pricing and 
other international. transactions. 


Advance Tax Ruling: ATR-9: Transfer of personal ‘residence 
from corporation to its controlling shareholder; ATR-14: Non-arm’s 
length interest charges; ATR-15: Employee stock option plan; 
ATR-22R: Estate freeze using share exchange; ATR-27: Exchange 
and acquisition ‘of interests in capital; ATR-29: Amalgamation of 
social clubs; ATR-35: Partitioning of assets to get specific owner- 


ship — “butterfly”; ATR-36: Estate. freeze. 


(1.1) Conferring of benefit — Notwithstanding 


| subsection (1), where in a taxation year a corporation 
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has paid a stock dividend to a person and it may rea- 
sonably be considered that one of the purposes of 
that payment was to significantly alter the value of 
the interest of any. specified shareholder of the cor- 
poration, the fair market value of the stock dividend 
shall, except to the extent that it is otherwise in- 
cluded in computing that person’s income under par- 


| agraph 82(1)(a), be included in computing the in- 


come of that person for the year. 
Related Provisions: 52(3) — Cost of stock dividend. 
Pre-RSC History: Subsec., 15(1.1),. added. by 1986, c. 6, s. 9, 


_ applicable with respect to stock dividends paid after November 21, 


1985 other than stock dividends declared on or before that day. 


Interpretation Bulletins: IT-88R2: Stock, dividends, IT-432R2; 
Benefits conferred on. shareholders. 


(1.2) Forgiveness of shareholder debt — For 
the purpose of subsection (1), the value of the benefit 
where an obligation issued by a debtor is settled or 
extinguished at any time shall be deemed to be the 
forgiven amount: at that time in respect: of the 


_ obligation. 


Related Provisions: 6(15)— Forgiveness of employee loans; 
15(1.21) — Meaning of “forgiven amount’; 79(3)F(b)G@) — Where 
property surrendered to creditor; 80(1)“forgiven amount’B(b) — 
Debt forgiveness rules do not apply to amount of benefit; 80.01 — 
Deemed settlement of debts. 


History: Subsec. 15(1,2) amended by. 1995, c. 21,.s. 4, applicable 
to taxation years that end after February 21, 1994. Subsec. 15(1.2) 
formerly read: 


(1.2) Forgiveness of shareholder loans — For, the. pur- 
poses of subsection (1), the value of the benefit or advantage 
conferred on a shareholder, in circumstances where a loan or 
other obligation to pay.an amount is settled or extinguished at 
any. time without any payment by that shareholder or by. pay- 
ment by the shareholder of an amount. that is less than. the 


S. 15(1.2) 


amount of the obligation outstanding at that time, shall be 
deemed to be the amount, if any, by which the obligation out- 
standing at that time exceeds the total of the amount, if any, 
of the benefit in respect of the obligation that was included in 
the shareholder’s income at the time the obligation arose and 
the amount, if any. 

Pre-RSC History: Subsec. 15(1.2) added by 1987, c. 46, s. 5, 

applicable in respect of obligations settled or extinguished after 

February 17, 1987. 


Interpretation Bulletins: IT-421R2: Benefits to individuals, cor- 
porations and shareholders from loans or debt; IT-432R2: Benefits 
conferred on shareholders. 


(1.21) Forgiven amount — For the purpose of 
subsection (1.2), the “forgiven amount” at any time 
in respect of an obligation issued by a debtor has the 
meaning that would be assigned by subsection 80(1) 
if 
(a) the obligation were a commercial obligation 
(within the meaning assigned by subsection 
80(1)) issued by the debtor; 


(b) no amount included in computing income 
(otherwise than because of paragraph 6(1)(a)) be- 
cause of the obligation being settled or extin- 
guished were taken into account; 


(c) the definition “forgiven amount” in subsection 
80(1) were read without reference to paragraphs 
(f) and (h) of the description B in that definition; 
and 


(d) section 80 were read without reference to 
paragraphs (2)(b) and (q) of that section. 
Related Provisions: 80.01(1)“forgiven amount” — Application 
of definition for purposes of s. 80.01; 248(26) — Liability deemed 
to be obligation issued by debtor; 248(27) — Partial settlement of 
debt obligation. 


History: Subsec. 15(1.21) added by 1995, c. 21, s. 4, applicable to 
taxation years that end after February 21, 1994. 


(1.3) Cost of property or service — To the ex- 
tent that the cost to a person of purchasing a property 
or service or an amount payable by a person for the 
purpose of leasing property is taken into account in 
determining an amount required under this section to 
be included in computing a taxpayer’s:income for a 
taxation year, that cost or amount payable, as the 
case may be, shall include any tax that was payable 
by the person in respect of the property or service or 
that would have been so payable of the person were 
not exempt from the payment of that tax because of 
the nature of the person or the use to which the prop- 
erty or service is to be put. 


Related Provisions: 15(1.4) — Inclusion in income to reflect 
GST. 


History: Subsec. 15(1.3) amended by 1997, c. 10, subsec. 269(1), 
applicable to 1996 et seg. Subsec. (1.3) formerly read: 


(1.3) Goods and services tax — To the extent that an 
amount or value of a benefit required under subsection (1) to 
be included in computing the income of a taxpayer for a taxa- 
tion year is determined by reference to the cost to a corpora- 
tion of any property or service, that cost shall, for the pur- 
poses of that subsection, be determined without reference to 
any goods and services tax payable by that corporation in re- 
spect of the property or service. 
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Interpretation Bulletins: IT-63R5: Benefits, including standby 
charge for an automobile, from the personal use of a motor vehicle 
supplied by an employer — after 1992; IT-432R2: Benefits con- 
ferred on shareholders. 


(1.4) [Repealed] 


Related Provisions: 15(1.3) — GST excluded from amount of 
benefit under 15(1). 


History: Subsec. 15(1.4) repealed by 1997, c. 10, subsec. 269(1), 
applicable to 1996 et seg. Subsec. (1.4) formerly read: 


(1.4) ldem — Where the amount or value of a benefit (in this 
subsection referred to as the “benefit amount”) (other than a 
benefit referred to in subsection (5)) would be required under. 
subsection (1) to be included in computing a taxpayer’s in- 
come for a taxation year in respect of a supply, other than a 
zero-rated supply or an exempt supply (within the meanings 
assigned by Part IX of the Excise Tax Act), of property or a 
service if no amount were paid to the corporation or to a per- 
son related to the corporation in respect of the amount that 
would be so. required to be included, there shall be included 
in computing the taxpayer’s income for the year the total of 
all amounts each of which is an amount determined by the 
formula 


0.07 (A — B) 
where 


A is the amount that would be so required under subsection 
(1) to be included in computing the taxpayer’s income for 
the year; and 


B.. is the amount, if any, included in the benefit amount that 
can reasonably be attributed to tax imposed under an Act 
of the legislature of a province that is a prescribed tax for 
the purposes of section 154 of the Excise Tax Act. 


The portion of subsec. 15(1.4) before the formula substituted by. 
1994, c. 21, subsec. 9(2), applicable to 1993 et seg. That portion 
formerly read: ) 


(1.4) Idem — Where the amount or value (in this subsection 
referred to as the “benefit amount”) of a benefit would be re- 
quired under subsection (1) to be included in computing a 
taxpayer’s income for a taxation year in respect of a supply, 
other than a zero-rated supply or an exempt supply, (within 
the meanings assigned by Part IX of the Excise Tax Act) of 
property or a service, if no amount were paid to the corpora- 
tion orto a person related to the corporation in respect of the 
amount that would be so required to be included, there shall 
be included in computing the taxpayer’s income for the year 
the total of all amounts each of which is an amount deter- 
mined by the formula 


Subsec. 15(1.4) substituted by 1994, c. 7, Sch. VIII (1993, c. 24): 
subsec. 5(3), applicable to 1991 et seg., except that in its application 
to the 1991 taxation year the subsec. shall be read as follows: 


(1.4) Where the amount or value (in this subsection referred 
to as the “benefit amount”) of a benefit is required under sub- 
section (1) to be included in computing a taxpayer’s income 
for a taxation year in respect of a supply, other than a zero- 
rated supply or an exempt supply, (within the meanings. as- 
signed by Part IX of the Excise Tax Act) of property. or.a ser-, 
vice, there shall be. included in computing the taxpayer’s in- 
come for the year the total of all amounts each of which is an 
amount determined by the formula 


0.07(A — B) 
where 


A is an amount required under subsection (1) to be included 
in computing the taxpayer’s income for the year in re- 
spect of a supply (other than a zero-rated supply or an 
exempt supply, within the meanings assigned by Part IX 
of the Excise Tax Act) of property or a service; and 
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Bis an amount; if any, included in the benefit amount that 
can reasonably be attributed to tax imposed under an Act 
of the legislature of a province that is.a prescribed tax for 
the purposes of section 154 of the Excise Tax Act. 


Subsec. 15(1.4) formerly read: 


(1.4) ldem — Where the amount or value of a benefit is re- 
quired under subsection (1) to be included in computing the 
income of a taxpayer for a taxation year (in this subsection 
referred to as the “benefit amount”) in respect of a supply, 
'. other than a zero-rated supply or an exempt supply (within 
the meanings assigned by Part IX of the Excise Tax Act), of 
property or a service in respect of which section 173 of that 
Act applies, an additional amount, equal to: 7% of the amount 
by which the benefit amount exceeds the amount, if any, in- 
cluded in the benefit amount that may reasonably be attrib- 
_ uted to tax imposed under an Act of the legislature of a prov- 
ince that is a prescribed tax for the purposes of section 154 of 
the Excise Tax Act, shall be included in computing the in- 
come of the taxpayer for the year. 


Pre-RSC History: Subsecs. 15(1.3), (1.4) added by 1990, c. 45, s. 
40, applicable with respect to benefits conferred after 1990. 


Interpretation Bulletins: IT-63R5: Benefits, including standby 
charge for an automobile, from the personal use of 4 motor vehicle 
supplied by an employer — after 1992; IT-432R2: Benefits con- 
ferred on shareholders. 


(2) Shareholder debt — Where a person (other 


than a corporation resident in Canada) or a partner- | 


ship (other than a partnership each member of which 
is a corporation resident in Canada) is 


(a) a shareholder of a particular corporation, 


(b) connected with a shareholder of a particular 
corporation, or 


(c) a member of a partnership, or a beneficiary of 
a trust, that is a shareholder of a particular 
corporation 


and the person or partnership has in a taxation year 
received a loan from or has become indebted to the 
particular corporation, any other corporation related 
to the particular corporation or a partnership of 
which the particular corporation or a ‘corporation re- 
lated to the particular corporation is a member, the 
amount ofthe loan or indebtedness is included: in 
computing the income for the year of the person or 
partnership. Og 
Related Provisions [subsec. 15(2)]: 15(2:1) — Persons con- 
nected with shareholder; 15(2.2)—(2.6) — Exceptions to 15(2); 
15(7) — Application of subsec. 15(2); 20(1)G) — Repayment of 
loan by shareholder; 80(1)“excluded obligation”(a)(i) — Debt for- 
giveness rules do not apply where amount included in debtor’s in- 
come; 80.4(2), (3) — Deemed interest; 139(a) — Life insurance 
corporations; _214(3) — Non-residents’. Canadian income; 
227(6.1) — Repayment of non-resident. shareholder loan; 252(4) — 
Extended meaning of “spouse”. 


History: Subsec. 15(2) amended by 1998, c. 19, subsec. 75(1), ap- 
plicable to loans made and indebtedness asinie in 1990 et seq. The 
subsec. formerly read: 


(2) Where a person (other than a corporation resident in Can- 
ada) or a partnership (other than a partnership each member 
of which is a corporation resident in Canada) is a shareholder 
of a particular corporation, is connected with a shareholder of. 
a particular corporation or is a member of a partnership, or a 
beneficiary of a trust, that is a shareholder of a particular cor- 
poration and the person or partnership has in a taxation year 
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received a loan from or has become indebted to the particular 
corporation, to any other corporation related thereto or to a 
partnership of which the particular corporation or a corpora- 
tion related thereto is a member, the amount of the loan or 

indebtedness shall be’ included in computing the income for 
the year of the person or partnership, unless 


(a) the loan was made or the indebtedness arose 


(1) in the: ordinary course of the lender’s or creditor’ s 
. business and, in the case of a loan, the lending of 
money was part of its ordinary business, 


(11) in respect of an individual whois an employee of 
the lender or creditor or the spouse of an employee 
of the lender or creditor to enable or assist the indi- 
vidual to acquire a dwelling or a share of the capital 
stock of a cooperative housing corporation acquired 
for the sole purpose of acquiring the right to inhabit a 
dwelling owned by the corporation, where the dwell- 
ing is for the individual’s habitation, 


(11) where the lender or creditor is a corporation, in 
respect of an employee of the corporation, or of an- 
other corporation that is related to. the corporation, to 
enable or assist the employee to acquire from the 
corporation, or a corporation related thereto, previ- 
ously unissued fully paid shares of the capital stock 
of the corporation or the related corporation, as the 
case may be, to be held by the employee for the em- 
ployee’s own benefit, or 


(iv) in respect of an employee of the lender or credi- 
tor to enable or assist the employee to acquire an au- 
tomobile to be used by the employee in the perform- 
ance of the duties of the PROT s office or 
employment, 


and bona fide arrangements were made, at the time the 
loan was made or the indebtedness arose, for repayment 
thereof within a reasonable time; or 


(b) the loan or indebtedness was repaid within one year 
from the end of the taxation year of the lender or creditor 
in which it was made or incurred and it is established, by 
subsequent events or otherwise, that the repayment was 
not made as part of a series of loans or other transactions 
and repayments. 


Subparas. 15(2)(a)(ii), (111) substituted by 1994, c. 7, Sch. II (1991, 
c. 49), subsecs. 11(2), (3), subpara. (ii) applicable to 1985 et seq., 
subpara. (iii) applicable with respect to loans made and indebted- 
ness arising after 1981. Subparas. 15(2)(a)(ii), (iii) formerly read: 


(ii) in respect of an employee of the lender or creditor or the 
spouse of an employee of the lender or creditor to enable or 
assist the employee or the employee’s spouse to acquire a 
dwelling for his or her habitation, 


(111) where the lender or creditor is a corporation, in respect of 
an employee of the corporation to enable or assist the em- 
ployee to acquire from the corporation fully paid shares of the 
capital stock of the corporation, or to acquire from a corpora- 
tion related thereto fully paid shares of the capital stock of the 
related corporation, to be held by the employee for the em- 
ployee’s own benefit, or 


Pre-RSC History: Subsec. 15(2) substituted by 1980-81-82-83, c. 
140, subsec. 7(1), applicable with respect to loans made and indebt- 
edness incurred after 1981. Subsec. 15(2) formerly read: 


(2) Loan to shareholder, etc. — Where a particular corpo- 
ration, a corporation to which the particular corporation is re- 
lated or a partnership of which either or both of the corpora- 
tions is a member has in a taxation year made a loan to a 
person (other than a corporation resident in Canada) who is a 
shareholder of the particular corporation or who is connected 
with a shareholder of the particular corporation, the amount 
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thereof shall be included in computing the income for the 
year of the person to whom the loan was made unless 


(a) the loan was made 


(i) in the ordinary course of the lender’s. business and 
the lending of money was. part of its. ordinary 
business, 


(ii) to an employee of the lender or to the spouse of 
an employee of the lender to enable or assist the em- 
ployee or his spouse to acquire a dwelling for his 
habitation, 


(iii) where the lender is a corporation, to an em- 
ployee of the corporation to enable or assist the em- 
ployee to acquire from the corporation fully paid 
shares of the capital stock of the corporation, or to 
acquire from a‘corporation related to the corporation 
fully paid shares of the capital stock of the related 
corporation, to be held by him for his own benefit, or 


(iv) to an employee of the lender to enable or assist 
the employee to acquire an automobile to be used by 
him in the performance of the duties of his office or 
employment, 


and bona fide arrangements were made at the time the loan 
was made for repayment thereof within a reasonable time; or 


(b) the loan was.repaid within one year from. the end of 
the taxation year of the lender in which it was made and 
it is established, by subsequent events or otherwise, that 
the repayment was not made as a part of a series of loans 
and repayments. 


All that. portion of para. 15(2)(a) following subpara. (i) substituted 
by. 1980-81-82-83, c. 48, subsec. 7(2), applicable to 1979 et seq. 
That portion formerly read: 


Gi) to an officer or servant of the lender to enable or as- 
sist him to purchase or erect a dwelling house for his own 
occupation, 


(ii1) where the lender is a corporation, to an officer or 
servant of the corporation to enable or assist him to 
purchase from the corporation fully paid shares of the 
capital stock of the corporation, or to purchase from a 
corporation related to the corporation fully paid shares of 
the capital stock of the related corporation, to be held by 
him for his own benefit, or 


(iv) to an officer or servant of the lender to enable or as- 
sist him to purchase an automobile to be used by him in 
the performance of the duties of his office or 
employment, 


and bona fide arrangements were made at the time the loan 
was made for repayment thereof within a reasonable time; or 


Subpara. 15(2)(a)(iii) substituted by 1977-78, c. 32, s. 4, applicable 
in respect of loans made after March 31, 1977. 


Subsec. 15(2) substituted. by 1977-78, c. 1, subsec. 8(3), applicable 
in respect of loans made after March 31, 1977. Subsec. 15(2) for- 
merly read: 


(2) Loan to shareholder — Where a corporation has in a 
taxation year made a loan to a shareholder, the amount 
thereof shall be included in computing the income of the 
shareholder for the year unless 


(a) the loan was made 


(i) in the ordinary course of its business and the lend- 
ing of money was part of its ordinary business, 


(11) to an officer or servant of the corporation to en- 
able or assist him to purchase or erect a dwelling 
house for his own occupation, 


(111) to an officer or servant of the corporation to en- 
able or assist him to purchase from the corporation 
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fully paid shares of the corporation to be held by him 
for his own benefit, or 
(iv) to an officer or servant of the corporation to en- 
able or assist him to purchase an automobile to be 
used by him in the performance. of the duties of his 
office or employment, . 
and bona fide arrangements were made at the time the 
loan was made for repayment thereof within a reasonable 
time, or 
(b) the loan was repaid within one year from the end of 
the taxation year of the corporation in which it was made 
and it is established, by subsequent events or otherwise, 
that the repayment was not made as a part of a series aie 
loans and repayments, 
and, where the shareholder is a corporation, the amount so 
included in computing its income for the year shall be 
deemed to have been received by it as a dividend. 
Selected Cases [subsec. 15(2)]: Quigley v. Canada, [1996] 1 
C.T.C. 2378 (TCC) (“Was included” is question of fact and not - 
same as “ought to have been included”); Lavoie v. Canada, [1995] 2 
C.T.C. 2709D (TCC) (Demand loan not a binding agreement be- 
tween company and debtor where debtor was 98%, shareholder); 
Luoma v.Canada, [1995] 1 C.T:C..2993D (TCC) (Set-off is. not 
automatic where mutual debts exist; shareholder benefit properly 
assessed); Haynes v. Canada, [1995] 1 C.T.C. 2515. (TCC); (Evi- 
dence required to rebut onus of showing transaction was loan and 
not shareholder appropriation); Cormie v. Canada, [1995]'1-C.T.C. 
2463:(TCC) (Loans not made in ordinary course of business and no 
bona fide arrangements for repayment); Silden (J.):.v. MNR, [1993] 
2 C.T.C. 123 (FCA) (NB: [1990] 2 C.T.C. 533 (FCTD) rev’d on’ 
issue of repayment arrangements)); Perlingieri (G.) v. MNR, [1993] 
1 C.T.C. 2137 (FCC) (Demand loan not bona fide arrangement for 
repayment within reasonable time); Nellis v. The Queen, [1986] 2 
C.T.C. 216 (FCTD) (Loan to shareholder to acquire shares in other 
company was income); Schlamp v. The Queen, [1982] C.T.C. 304 
(FCTD) (Loan to acquire dwelling for shareholder’s habitation was 
income); Tick v. MNR, [1972] C.T.C. 137 (FCTD) (Owner of five 
private companies not permitted to set off one company’s debt to 
him against his debts to other companies for purposes of provision). 


Interpretation Bulletins: IT-119R3: Debts of shareholders, cer- 
tain persons connected with shareholders, etc.; IT-421R2: Benefits 
to individuals, corporations and shareholders from loans or debt; IT- 
503: Exploration and development shares. 


1.T. Technical News: No. 3 (paragraphs 15(2)(b) and 20(1)Q)). 


(2.1) Persons connected with a= share- 
holder — For the purposes of subsection (2); a per- 
son is connected with a shareholder of a particular 
corporation if that person does not deal at arm’s 
length with the shareholder and if that person*is:a 
person other than 
(a) a foreign affiliate of the particular corpora- 
tion; or 
(b) a foreign affiliate of a person eeidenie in ean: 
ada with which the particular COIpOTEHOH does 
not deal at arm’s length. 
Pre-RSC History: Subsec. 15(2.1) added by 1977-78, c. 1, subsec. 
8(3), applicable in respect of loans made after March 31, 1977. 


Interpretation Bulletins: IT-119R3: Debts of shareholders, cer- 
tain persons connected with shareholders, etc. 


(2.2) When s. 15(2) not to apply — non- 
resident persons — Subsection (2) does not ap- 
ply to indebtedness between non-resident persons. 


History: Subsec. 15(2.2) added by 1998, c. 19, subsec. 75(2), ap- 
plicable to loans made ‘and indebtedness arising in 1990 et seg.. 
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(2.3) When s. 15(2) not to apply — ordinary 
lending business — Subsection (2) does not ap- 
ply to a debt that arose in the ordinary course of the 
creditor’s business or a loan made in the ordinary 


course of the lender’s ordinary business of lending | 


money where, at the time the indebtedness arose or 
the loan was made, bona fide arrangements were 
made for repayment of the debt or loan within a rea- 
sonable time. 


Related Provisions: 80.4(2), (3) — Deemed interest. 


History: Subsec. 15(2.3) added by 1998, c. 19, subsec. 75(2), ap- 
plicable to loans made and indebtedness arising in 1990 et seg. 


(2.4) When s. 15(2) not to apply — certain em- 
ployees — Subsection (2) does not apply to'a_loan 
made or a debt that arose 


(a) in respect of an individual who is an em- 
ployee of the lender or creditor but not a speci- 
fied employee of the lender or creditor, 


(b) in respect of an individual who is an em- 
ployee of the lender or creditor or who is the 
spouse of an employee of the lender or creditor to 
enable or assist the individual to acquire a dwell- 
ing or a share of the capital stock of a cooperative 
housing corporation acquired for the sole purpose 
of acquiring the right to inhabit a dwelling owned 
by the corporation, where the dwelling is for the 
individual’s habitation, 

(c) where the lender or creditor is a particular 
corporation, in respect of an employee of the par- 
ticular corporation or of another corporation that 
is related to the particular corporation, to enable 
or assist the employee to acquire from the partic- 
ular corporation, or from another corporation re- 


lated to the particular corporation, previously © 


unissued fully paid shares of the capital stock of 


the particular corporation or the related corpora- — 


tion, as the case may be, to be held by the em- 
ployee for the employee’s own: benefit, or 


(d) in respect of an employee of the lender or 
creditor to enable or assist the employee to ac- 
quire a motor vehicle to be used by the employee 
in the performance of the duties of the em- 
ployee’s office or employment, 


where 


(e) it is reasonable to conclude that the employee 
or the employee’s spouse received the loan, or 
became indebted, because of the employee’s em- 
ployment and not because of any. person’s share- 
holdings, and 


(f) at the time the loan was made or the debt was 
incurred, bona fide arrangements were made for 
repayment of the loan or debt within a reasonable 
time. 


Related Provisions: 15(2.7) — Deemed specified employee of a 
partnership; 80.4(2), (3) — Deemed interest. 


History: Subsec. 15(2.4) added by 1998, c. 19, subsec. 75(2), ap- 
plicable to loans made and indebtedness arising in 1990 et seq., ex- 
cept that in its application to loans made and indebtedness arising 


S. 15(3) 


before April 26, 1995, subsec. 15(2.4) shall be read without refer- 
ence to paragraph (e). 


(2.5) When s. 15(2) not to apply — certain 
trusts — Subsection (2) does not apply to a loan 
made or a debt that arose in respect of a trust where 


(a) the lender or creditor is a private corporation; 


(b) the corporation is the settlor and sole benefici- 
ary of the trust; 


(c) the sole purpose of the trust is to facilitate the 
purchase and sale of the shares of the corpora- 
tion, or of another corporation related to the cor- 
poration, for an amount equal to their fair market 
value at the time of the purchase or sale, as the 
case may be, from or to the employees of the cor- 
poration or of the related corporation (other than 
employees who are specified employees, of the 
corporation or of another corporation related to 
the corporation), as the case may be; and 


(d) at the time the loan was made or the debt in- 
curred, bona fide arrangements were made for re- 
payment of the loan or debt within a reasonable 
time. 
Related Provisions: 15(2.7) — Deemed specified employee of a 
partnership; 80.4(2), (3) — Deemed interest. 


History: Subsec. 15(2:5) added by 1998, c. 19; subsec. 75(2), ap- 
plicable to loans made and indebtedness arising in 1990 et seq., ex- 
cept that in its application to loans made and indebtedness arising 
before June’ 20, 1996, subsec. 15(2:5) shall be read without refer- 
ence to “(other than employees who are specified employees of the 
corporation or of another corporation related to the corporation)”. 


(2.6) When s. 15(2) not to apply — repayment 
within one year — Subsection (2) does not apply 
to a loan or an indebtedness repaid within one year 
after the end of the taxation year of the lender or 
creditor in which the loan was made or the indebted- 
ness arose, where it is established, by subsequent 
events or otherwise, that the repayment was not part 
of a series of loans or other transactions and 
repayments. 

Related Provisions: 80.4(2), (3) — Deemed interest. 


History: Subsec. 15(2.6) added by 1998, c. 19, subsec. 75(2), ap- 
plicable to loans made and indebtedness arising in 1990 et seq. 


(2.7) Employee of partnership — For the: pur- 
pose of this section, an individual who is an em- 
ployee of a partnership is deemed to be a specified 
employee of the partnership where the individual is a 
specified shareholder of one or more corporations 
that, in total, are entitled, directly or indirectly, to a 
share of any income or loss of the partnership, which 
share is not less than 10% of the income or loss. 
Related Provisions: 248(1) — Definition of 
employee”, 

History: Subsec. 15(2.7) added by 1998, c. 19, subsec. 75(2), ap- 
plicable to loans made and indebtedness arising in 1990 et seq. 


(3) Interest or dividend on income bond or 
debenture — An amount paid as interest or a divi- 
dend by a corporation resident in Canada to a tax- 
payer in respect of an income bond or income deben- 
ture shall be deemed to have been paid by the 


“specified 
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corporation and received by the taxpayer as a divi- 
dend on a share of the capital stock of the corpora- 
tion, unless the corporation is entitled to deduct the 
amount so paid in computing its income: 

Related Provisions: 15(4) — Where paid by corporation not res- 
ident in Canada; 15-1(1), 15.2(1) — Parallel treatment for small 
business development bonds and small business bonds; 18(1)(g) — 
Payment on income bonds; 112(2.1)-— Where no deductions per- 
mitted; 214(3) — Non-residents’ Canadian income; 258(2) — 
Deemed dividend on preferred share. 

Pre-RSC History: Subsec, 15(3) substituted by 1979, c. 5, s. 5, 
applicable in respect of interest and dividends paid after November 
16, 1978. Subsec. 15(3) formerly read: 


. (3) Interest_on income bonds — An annual or other peri- 
odic amount paid by a corporation resident in Canada to a 
taxpayer in respect of an income bond or income debenture 
shall be deemed to have been paid by the corporation and re- 
ceived by the taxpayer as a dividend on a share of the capital 
stock of the corporation, unless the corporation is entitled to 
deduct-the amount so paid in computing its income. 


Selected Cases [subsec. 15(3)]: The, Queen y.. Canadian 
Pacific Ltd. (No. 1), [1977] C.T.C. 606 (FCA) (Interest on income 
bonds paid by U.S. subsidiary permitted treatment as deemed 
dividend). 


interpretation Bulletins: IT-52R4: Income bonds and income 
debentures; IT-243R4: Dividend refund to private corporations; IT- 
269R3: Part IV tax on taxable dividends received by'a private cor- 
poration or a subject corporation; IT-527: Distress preferred shares. 


(4) Idem, where corporation not resident — 
An amount paid as interest or a dividend bya corpo- 
ration not resident in Canada to a taxpayer in respect 
of an income bond or income debenture shall be 
deemed. to have been. received by the taxpayer as a 
dividend on a share of the capital stock of the corpo- 
ration unless the amount so. paid was, under the laws 
of the country in which the corporation was resident, 
deductible in computing the amount for. the year on 
which. the. corporation.was liable to pay income or 
profits tax imposed by the government of. that 
country. 

Related Provisions: 15(3) — Where paid by corporation resident 
in Canada; 18(1)(g)— Payment on income bonds; 214(3) — Non- 
residents’ Canadian income; 258 — Deemed dividend on preferred 
share. 

Pre-RSC History: Subsec. 15(4) substituted by 1979, c. 5, s. 5, 
applicable in respect of interest and dividends paid after November 
16, 1978. Subsec..15(4) formerly read: 


(4) Idem — An annual or other periodic amount paid by a 
corporation not resident: in Canada to a taxpayer in respect of 
an income bond or income debenture shall be deemed to have 
been received by the taxpayer as a dividend unless the 
amount so paid was, under the laws of the country in which 
the corporation was resident, deductible in computing the 
amount for the year on which the corporation was liable to 
pay income or profits tax imposed by the government of that 
country. 


Interpretation Bulletins: IT-52R4: Income bonds and. income 
debentures. 


(5) Automobile benefit — For the purposes of 
subsection (1), the value of the benefit to be included 
in computing a shareholder’s income for a taxation 
year with respect to an automobile made available to 
the shareholder, or a person related to the share- 
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holder, by a corporation shall (except»where an 
amount is determined under subparagraph 6(1)(e)G) 
in respect of the automobile in computing the share- 
holder’s income for the year) be computed on the as- 
sumption that subsections 6(1), (1-1), (2) and (7) ap- 
ply, with such modifications as the circumstances 
require, and as though the references therein to “the 
employer of the taxpayer’, “the taxpayer’s em- 
ployer” and “the employer” were read as: “the 
corporation’’. | 


Related Provisions: 15(1.4) — No. additional GST inclusion 
under 15(1.4) since already covered by 6(1)(e.1) and 15(5); 
15(7) — Application; spice Sap LR IE Canadian 
income: 


History: Subsec. 15(5) annie’ by: 1997; c. 10, oubgeb: 26902), 
applicable to 1996 et seg. Subsec. (5). formerly. read: 


(5) For the purpose of subsection (1), the value of the BéGSEt 
to be included in computing a sharehoider’s income for a tax- 
ation year with respect to an automobile made available to the 
shareholder, or a person related to the shareholder, by a cor- 
poration shall (except where an amount is determined under 
subparagraph 6(1)(e)(i) in respect of the automobile in com- 
puting the shareholder’s income for the year) be computed on 
the assumption that subsections 6(1), (1.1) and (2) apply, with 
such modifications as the circumstances require, and’as 
though the references therein to “the employer of. the: tax- 
payer’, “the taxpayer’s ampleyetn and “the CONT were 
read as “the corporation”. 


Subsec. 15(5) substituted. by 1994, c. 21, subsec. 9(3), applicable to 
1993 et seq. That subsec. formerly read: 


(5) Automobile benefit — For the purposes “a Si 
(1), the value of the benefit to be included in computing the 
income of a shareholder for a taxation year with respect to an 
automobile made available to the shareholder, or. to a person 
related to the shareholder, by,a corporation shall, except when 
an amount has been included in computing the shareholder’s 
income by virtue of paragraph 6(1)(e) in respect of the auto- 
mobile, be computed on the assumption that subsections 6(1), 
(2) and (2.2) apply, with such modifications as the circum- 
stances require, and as though the references in those subsec- 
tions to “the employer” or “the taxpayer’s employer’, as the 
case may be, were read as references to “the corporation”. 


Pre-RSC History: Subsec. 15(5) amended by 1984, c:-45,s:'7, to 
add reference to subsection 6(2.2) and to add “or “his employer”, as 
the case may be”, applicable to 1984 et seq. =u St 


Subsec. 15(5) substituted by 1980-81-82- 83, c. 140, subsec. 7(2), 
applicable to 1982 et seq. Subsec. 15(5) formerly read: 


(5) Where a corporation has made an automobile available to 
a shareholder in a taxation year for his personai use (whether 
for his exclusive personal use or otherwise), the amount, if 
any, by which an amount that would be a reasonable standby 
charge for the automobile for the aggregate number of days in 
the year during which it was made so available (whether or 
not it was used by the shareholder) exceeds the aggregate of 


(a) the amount paid in the year by the shareholder to the 
corporation for the use of the automobile, and 


(b) any amount included in computing the shareholder’s 
income for the year by virtue of subsection (1) in respect 
of the use by him of the automobile in the year, 
shall be included in computing his income for the year. 
Regulations: 200(2)(h), 200(4) (information returns). 


Interpretation Bulletins: IT-63R5; Benefits, including Sonam 
charge for an automobile, from the personal use of a motor ec 


| (6) [Repealed under former Act] 
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Pre-RSC History: Subsec. 15(6) repealed by 1980-81-82-83, c. 
140, subsec. 7(3), applicable to 1982 et seg. Subsec. 15(6) formerly 
read: 
(6) Application of ss. 6(2) — Subsection 6(2) is applicable 
mutatis mutandis to subsection (5). 


(7) Application of subsecs. (1), (2) and (5) — 
For greater certainty, subsections (1), (2) and (5) are 
applicable in computing, for the purposes of this 
Part, the income of a shareholder or of a person or 
partnership whether or not the corporation, or the 
lender or creditor, as the case may be, was resident 
or carried on business in Canada. 

Pre-RSC History: Subsec. 15(7) substituted by 1980-81-82-83, c. 


140, subsec. 7(4), applicable with respect to loans made and indebt- 
edness incurred after 1981. Subsec. 15(7) formerly read: 


(7) For greater certainty, subsections (1), (2) and-(5) are ap- 
plicable in computing, for the purposes of this Part, the in- 
come of a shareholder or of a person connected with a share- 
holder (within the meaning of subsection (2.1)) whether or 
not the. corporation or the lender,.as,the case may be; was 
resident or carried on business in Canada. 


Subsec. 15(7) substituted by 1977-78, c. 1, subsec. 8(4), applicable 
after March 31, 1977. Subsec. 15(7) formerly read: 
(7) For greater certainty, subsections (1), (2) and (5) are ap- 
plicable in computing the income of a shareholder for. the 
purposes of this Part whether or not the corporation was resi- 
dent or carried on business in Canada. 
Interpretation Bulletins: IT-63R5: Benefits, including standby 
charge for an automobile, from the personal use of a motor vehicle 
supplied by an employer — after 1992; IT-119R3: Loans to share- 
holders and certain persons connected. to shareholders; IT-432R2: 
Benefits conferred on shareholders. ; 


(8) [Repealed] 


History: Subsec. 15(8) repealed by 1998, c. 19, subsec. 75(3), ap- 
plicable to loans made and indebtedness arising in 1990 et seq. The 
subsec. formerly read: 


(8) Where subsec. (2) does not apply — Subsection (2) 
does not apply in respect of indebtedness between non-resi- 
dent persons. 


Pre-RSC History: Subsec. 15(8) substituted by 1980-81-82-83, c. 
140, subsec. 7(4), applicable to loans. made and indebtedness in- 
curred after 1981. Subsec. 15(8) formerly read: 


(8) Subsection (2) does not apply to a loan made by a non- 
resident person to another non-resident person. 


Subsec. 15(8) added by 1977-78, c. 1, subsec. 8(5), applicable to 
loans made after March 1977. 


Interpretation Bulletins: IT-119R3: Loans to shareholders and 
certain persons connected. with shareholders, 


(9) Deemed benefit to shareholder by corpo- 
ration — Where an amount in respect of a loan or 
debt is deemed by section 80.4 to be a benefit re- 
ceived by a person or partnership in a taxation year, 
the amount is deemed for the purpose of subsection 


(1) to be a benefit conferred in the year on a share- 


holder, unless subsection 6(9) or paragraph 12(1)(w) 
applies to the amount. 
History: Subsec. 15(9) amended by 1998, c.. 19, subsec. 75(4), ap- 
plicable to taxation years that end after November 1991. The sub- 
sec. formerly read: 

(9) Where an amount in respect of a loan or debt is deemed 


by section 80.4 to be a benefit received by. a person or part- 
nership in a taxation year, the amount of the loan or debt 
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(other than any amount to which subsection 6(9) or paragraph 
12(1)(w) applies) shall be deemed for the purposes of subsec- 
tion. (1) to be a benefit conferred in the year on a shareholder. 


Pre-RSC History: Subsec. 15(9) substituted by 1980-81-82-83, c. 
140, subsec. 7(4), applicable to 1982 et seq. Subsec. 15(9) formerly 
read: | 


(9) Where an amount in respect of a Joan is deemed by sub- 
section 80,4(1) to be a benefit received in a taxation year by 
an individual referred to in paragraph (b) thereof, that indi- 
vidual shall be deemed for the purposes of subsection (1) to 
be a. shareholder of a corporation and. the benefit shall be 
deemed to be a benefit conferred on a shareholder by the 
corporation. 

Subsec. 15(9) added by 1977-78, c. 1, subsec. 8(5), applicable to 

1979 et seq. 


Regulations: 200(2)(i) (information return), 


Interpretation Bulletins: IT-421R2: Benefits to individuals, cor- 
porations and shareholders from loans or debt. ~ 


Definitions [s. 15]: “Act” — Interpretation Act 35(1); “amount”, 
“business” — 248(1); “Canada” — 255; “common: share” — 
248(1);, “connected” —.15(2.1);. “corporation” — 248(1), Interpre- 
tation Act 35(1); “dividend”, “employee” —.248(1); “forgiven 
amount” — 15(1.21); “goods and services tax”, “income bond”, 
“income debenture”, “individual” — 248(1); “legislature” — Inter- 
pretation Act 35(1); “motor vehicle” —'248(1); “obligation” — 
248(26); “paid-up capital” — 89(1), 248(1); “person”, “prop- 
erty” — 248(1); “province” — Interpretation Act 35(1); “resident in 
Canada” — 250; “series. of transactions” — 248(20); “share”, 
“shareholder” — 248(1); “specified employee” — 15(2.7), 248(1); 
“specified shareholder” — 248(1); “spouse” — 252(4)(a); “stock 
dividend” — 248(1); “taxation year” — 249; “taxpayer” — 248(1). 


15.1 (1) Interest on small business 
development bonds — Any amount received by 
a taxpayer as or on account of interest on a small 
business development bond shall, except for the pur- 
poses of Part IV, be deemed to have been received as 
a taxable dividend. — 


Related Provisions: 15(3)— Parallel rule for income bonds; 
15.2(1) — Parallel rule for small business bonds. 


(2) Rules for small business development 
bonds — Where a corporation (in this section re- 
ferred: to as the “issuer”), has issued an obligation 
that is at any time a small business development 
bond, notwithstanding any other provision of this 
Act, 


(a) in computing the issuer’s income for a taxa- 
tion year, no deduction shall be made in respect 
of any amount paid or payable (depending on the 
method regularly followed in computing the is- 
suer’s income).as.or on account of interest on the 
obligation in respect Oh, a period that includes that 
time; 


(b) except for the purpose of subsection 129(1), 
to. the extent that any amount paid by the issuer as 
or on account of interest on the obligation is not 
allowed as a deduction because of paragraph (a), 
it shall, when paid, be-deemed to have been paid 
as a taxable dividend; and 


(c) except for the purposes of paragraph 
125(1)(b), the issuer’s taxable income for any 
taxation year that includes a period throughout 
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which the obligation was a small business devel- 
opment bond but 


(i) the issuer was not an eligible small busi- 
ness corporation, or 


(ii) all or substantially all of the proceeds from 
the issue of the obligation cannot reasonably 
be regarded as having been used by the issuer 
or a corporation with which it was not dealing 
at arm’s length in the financing of an active 
business carried on in Canada immediately 
before the obligation was issued 


shall be deemed to be an amount equal to the to- 
tal of 


(iii) the amount paid or payable (depending on 
the method regularly followed in computing 
the issuer’s income) as or on account of inter- 
est on the obligation in respect. of that period, 
and 


(iv) the issuer’s taxable income otherwise de- 
termined for the year. 


(3) Definitions — In this section, 


“eligible small business corporation” at any time 
means a taxable Canadian corporation that at that 
time is 
(a) a small business corporation, or 
(b) a cooperative corporation (within the meaning 
assigned by subsection 136(2)) all or substan- 
tially all of the assets of which are used in an. ac- 
tive business carried on by it in Canada; 


‘joint election”? means an election that is made in 
prescribed form, containing prescribed information, 
jointly by the issuer of an obligation and the person 
who is the holder of the obligation at the time of the 
election, that is filed with the Minister by the holder, 
and in which the holder and the issuer elect that this 
section apply to the obligation; 


Forms: T2216: Joint election for a small business development 
bond. 


“majority interest partner” — [Repealed] 


History: The definition “majority interest partner” in subsec. 
15.1(3) repealed by 1998, c. 19, s. 76, applicable after April 26, 
1995. The definition formerly read: 


“majority interest partner” of a partnership means a taxpayer 
who, if subsection 97(3.1) applied to this section, would be 
deemed to be a majority interest partner of the partnership; 


“qualifying debt obligation” of a corporation at a 
particular time means an obligation that is a bond, 
debenture, bill, note, mortgage or similar obligation 
issued after February 25, 1992 and before 1995, 


(a) the principal amount of which is not less than 
$10,000 or more than $500,000, 


(b) that is issued for a term of not more than 5 
years and, except in the event of a failure or de- 
fault under the terms or conditions of the obliga- 
tion, not less than one year, and 
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(c) that was issued not more than.5, years beter 
the particular time, ) 


if the obligation is issued by the corporation: 


(d) as part of a proposal to, or an arrangement 
with, its creditors that has been approved by a 
court under the Bankruptcy and Insolvency Act, 


(e) at a time when all or substantially all of. its 
assets are under the control. of a receiver, re- 

ceiver-manager, sequestrator or trustee in bank- 

ruptcy, or , 


(f) at a time when, because of financial difficulty, 
the corporation is in default, or could reasonably 
be expected to default, ona debt held: by.a person 
with whom the corporation was dealing at arm’s 
length and the obligation is issued, in whole or in 
part, directly or indirectly in proranss or’ substi- 
tution for that debt; 


“small business development bond” ‘at any time 
means oy . : 


(a) an obligation that is at that time a qualifying 
debt obligation issued after 1981 and before 1988 
by a Canadian-controlled private corporation in 
respect of which a joint election was made, within 
90 days after the later of its issue date.and March 

30,1983. 


(b) ‘an obligation that is at that time a 6 eu fpiats 
debt obligation issued after February 25, 1992 by 
a Canadian-controlled private corporation in re- 
spect of which a joint election was HERG within 
90 days after its issue date, or 


(c) an obligation that is at that time a qualifying 
debt obligation issued by a Canadian-controlled 
private corporation if 


(i) it is reasonable to consider that the corpo- 
ration and the holder of the obligation in- 
tended that this section apply to. the obliga- 
tion, having regard to such factors as may be 
relevant, including the rate of interest: stipu- 
lated under the terms of the obligation and the 
manner in which the corporation and the 
holder have treated the obligation for the pur- 
poses of this Act, and 


(11) the holder files with the Minister a joint 
election in respect of the obligation within 90 
days after the date of notification by the Min- 
ister that a joint election in respect of the obli- 
gation has not been filed. 


Related Provisions: 248(1)“small. business developmen 
bond” — Definition applies to entire Act. 


Forms: T2216: Joint election for a small business development 
bond. 


(4) Money borrowed — Notwithstanding any 
other provision of this Act, an amount paid or paya- 
ble by a taxpayer pursuant to a legal obligation to 
pay interest on borrowed money used for the purpose 
of acquiring a small business development bond 
shall be deemed to be an amount paid or payable, as 
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the case may be, on borrowed money used for the 
purpose of earning income “Trom a business or 


property. 


(5) False declaration — Where the Minister es- 
tablishes that an issuer has knowingly or under cir- 
cumstances amounting to gross negligence made a 
false declaration in a joint election in respect of an 
obligation, the reference in. subparagraph (2)(c)(iii) 
o “the amount paid or payable” shall in respect of 
the obligation be read: as.a reference to “3: times the 
amount paid or payable”. 


(6) Disqualification — Where at a particular time 
an issuer makes a joint election in respect of an obli- 
gation and 


(a) the issuer or any other corporation associated 
at the time the obligation was issued with the 
issuer, | 


(b) an individual who dontols or is a member of 
a related group that controls the issuer, or 


(c) a partnership any member of which, who is a 
majority interest partner of the partnership, con- 
trols, or is a member of a related group that con- 
trols, the issuer 


had at or before the particular time made a joint elec- 
tion in respect.of,any small business development 
bond or small business bond, as’ the case-may be, for 
the. purposes of this section, the issuer shall be 
deemed. not to be an-eligible small business corpora- 
tion in respect of the obligation. 


(7) Exception — Subsection. (6) does not apply in 
respect of an obligation issued at any time where the 
issue price of the obligation does not exceed the 
amount, if any, by which 


(a) $500,000 

exceeds 
(b) the total of all amounts each of which is the 
principal amount outstanding immediately. after 
that time in respect of 


(i) another obligation that is a small business 
development, bond issued by 


(A) the issuer, or 
(B) a corporation associated with the is- 
suer, or . 

(ii) a small business bond issued by 


(A) an individual who controls, or is a 
member of a related group..that controls, 
the issuer, or 


(B) a partnership any member of which, 
who is a majority interest partner of the 
partnership, controls, or is a member of a 
related group that controls, the issuer. 
Related Provisions [s. 15.1]: 136— Cooperative not private 
corporation — exception; 143(1)(k) — Communal organization 
(e.g. Hutterite colony) may issue small business development bond. 


History [s. 15.1]: The opening words of the definition of “qualify- 
ing debt obligation” in subsec. 15.1(3) amended by 1994, c. 8, sub- 


S.-15.1 


sec. 1(1), applicable to obligations issued after 1992; and, for the 
purpose of the definition “small business development bond” in 
subsec, 15.1(3), an election made before August 11, 1994 in respect 


| of an obligation issued after 1992 and before 1995 shall be deemed 


to have been made within 90 days after the day the obligation was 


| issued, The opening words formerly read: 


“qualifying debt obligation” of a corporation at a particular 
‘time means an,obligation that is a bond, debenture, bill, note, 
‘mortgage or similar obligation issued after December 11, 
1979. and. before:1988 or after February 25, 1992 and before 
1993, 


| S. 15.1 substituted by 1994, c. 7, Sch. VIII. (1993, c. 24),.s.-6, appli- 


cable to.obligations issued after February 25, 1992, For the purpose 
of the definition “small business development bond” in subsec. 
15.1(3), an election made in respect of an obligation after February 
25, 1992 and before September 9; 1993, shall be deemed to have 
been made within 90 days.after the day the obligation was issued. S. 
15.1 formerly read: 


15,1..(1),, Small, business,,development, bond — Any 
amount received by a taxpayer as or on account of interest in 
respect of a small business development bond shall, except 

. for the purposes of Part IV, be deemed to haye been received 
.as a taxable dividend. 


(2) idem — Where a corporation, in this section referred to 
as the “issuer”, has issued an obligation that is at any time a 
small business development bond, notwithstanding any other 
provision of this Act, the following rules apply: 


(a) in computing the income of the issuer for a taxation 
year, no deduction shall be made in respect of any 
amount paid or payable (depending on the method regu- 
‘larly followed by the issuer in computing its income) for 
@ period that includes that time as or on account of inter- 
est on the bond; 


(b) except for the: purposes of subsection 129(1), to the 
extent that any amount paid by the issuer as or ‘on ac- 
count of interest on the bond is, not allowed .as a deduc- 
tion by virtue, of paragraph: (a), it shall, when paid, be 
deemed to. have been paid. as a taxable dividend; and 


(c) [Repealed under former Act] 


‘(d) except for the purposes of paragraph 125(1)(b), the 
taxable income of the issuer for any taxation’year that in- 
cludes a period throughout which the obligation was a 
small business development bond shall, where 


(i) the issuer was not an eligible small business 
corporation, 


(ii) the property acquired with the proceeds of the 
bond or the property referred to in subparagraph 
(d)Gii) of the definition “qualifying debt obligation” 
in subsection (3) 


(A), was not property. used for specified purposes 
by the issuer, or 


(B) was not owned by the issuer, or 


(iii) all or substantially all of the proceeds from the 
issue of an obligation issued. in circumstances de- 
scribed in subparagraphs (e)(i) to (iii) of the defin- 
tion “qualifying debt obligation” in subsection (3) 
cannot. reasonably be regarded as haying been used 
by the issuer or a corporation with which it was not 
dealing at arm’s length in the financing of an active 
business carried on in Canada immediately before 
the time of its issuance, 


be deemed to be an amount equal to the total of 


(iv) the amount paid or payable (depending on the 
method regularly followed by the issuer in comput- 
ing its income) for that period as or on account of 
interest on the obligation, and 
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(v) its taxable income otherwise determined for the 
year. 


(3) Definitions — In this section, 


“eligible small business corporation” at any time means:a tax- , 


able Canadian corporation that at that time is, - 
(a) a small business corporation, .or 


(b) a cooperative corporation (within the meaning as- 
signed by subsection 136(2)) all‘or substantially all of the 
assets of which are used in an active business carried on 
by it in Canada; 


“joint election” means an election made in prescribed form 
jointly by the issuer of an obligation and the person who is 
the holder of the obligation at the election time and filed with 
the Minister by the holder’in which the issuer and the holder 
elect that the provisions of this section apply’ with respect to 
that obligation and in which the issuer declares that 


(a) it is an eligible small business corporation, and 


(b) the property, if any, acquired with the proceeds of or 
financed or refinanced by the obligation 1 is gay acl used 
for specified purposes; 


“property used for specified purposes” means property used 
primarily in the carrying on of an active business in Canada 
but does not include 


(a) property that is used by an issuer primarily for the 
purpose of being leased to any person, other than an eli- 
gible small business corporation, 


(i) that does not use. the property primarily for the 
purpose of leasing it to any other person, and 


(ii) that would be associated with the issuer if this 
Act were read without reference to paragraph 
251(5)(b), or 


(b) property used in a business carried on by an issuer as 
a member of a partnership; 


“qualifying debt obligation” of a corporation at any particular 
time means an obligation that is a bond, debenture, bill, note, 
mortgage or similar obligation issued after December 11, 
1979 and before 1988, 


(a) the principal amount of which is not less than $10,000 
or more:than $500,000, 


(b) that is issued for a term of not more than five years 
and, except in the event of a failure or default under the 
terms or conditions of the obligation, not less than one 
year, and 


(c) that was issued not more than five years before the 
particular time 


(d) all of the proceeds from the issuance before February 
1, 1982 of the obligation are used by the corporation 


(i) to acquire after December 11, 1979 and before 
February 1, 1982 property that is specified property 
of the corporation, 


(ji) to finance qualified expenditures (within the 
meaning assigned by paragraph 127(10.1)(c)) made 
by the corporation after December 11, 1979 and 
before February 1, 1982 in respect of scientific 
research, 


(iii) to repay at any time before February 1, 1982, in 
whole or in part, one or more obligations of the cor- 
poration to the extent of an amount not exceeding the 
cost to the corporation of property referred to in sub- 
paragraph (i) or qualified expenditures referred to in 
subparagraph (11) that was acquired or that were in- 
curred by the corporation after December 11, 1979 
and before the time of the repayment, or 
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_(iv) for any combination of purposes described. in: _ 
subparagraphs (1) to (ili), or - 
(e) the obligation is issued by the corporation 


(i) as part of a proposal to, or an arrangement with, . 
‘its creditors that has been approved by a court under 
the Bankruptcy and Insolvency Act; 


(ii) at a time when all or substantially all of its assets” 
are under the control of a receiver, receiver-manager, 
sequestrator or trustee in bankruptcy, ‘or t 


(iii) at a time when, by reason of financial difficulty, 
the corporation is in default, or could ‘reasonably. be 
expected to default, on a-debt held by a person with 
whom the corporation was dealing at arm’s length 
and it is issued, in whole or in part, directly or indi- 
rectly in exchange or substitution for that debt; 
“small business development bond” at any time means 


(a) an obligation that is at that time a qualifying debt ob- 

_ ligation issued before 1982 by a Canadian- controlled pri- 
vate corporation in respect of which a joint election. was 
made at a particular time that is within 90 days after the 
later of its ‘issue date and February 26, 1981, or 


(b) an obligation that is at that time a qualifying debt ob- 
ligation issued after 1981 by a Canadian-controlled pri- 
vate. corporation in respect of which.a joint election was 
made at a particular time that is within 90 days after the 
later of its issue date and March 30, 1983; 


“specified property” of an issuer means property acquired by 
the issuer that is p35 t 


(a) depreciable property that has not been used for any’ 

purpose whatever before it was acquired by the issuer, or | 
(b) capital property that is land (excluding any building | 

or other structure affixed to. land) other than land ac-.: 

quired by the issuer from a person with whom it was not. 
dealing at arm’s length, 


but does not include any 
(c) automobile, or 


(d) transportation equipment used principally for the pur- 
pose of transporting persons other than (EE aos who 
pay for the transportation services. 


(4) Presumption — Where an issuer has disposed of speci-, 
fied property, for the purposes of paragraph (2)(d), the prop- 
erty shall be deemed to be owned by the issuer and to be 
property used for specified purposes if, in the thirty day pe- 
riod after the date of disposition of the property, the principal 
amount of the obligation is reduced by an amount not less 
than the amount by which the proceeds of disposition to the 
issuer of the property exceed the expense incurred by it in 
disposing of the property. 


(5) Idem:— Notwithstanding any other provision of this Act, 


an amount paid or payable by a taxpayer pursuant to a legal 
obligation to pay interest on borrowed money used for the 
purpose of acquiring a small business development bond shall 
be deemed to be an amount paid or payable, as the case may 
be, on borrowed money used for the purpose of earning in- 
come from a business or property. 


(6) False declaration — Where an issuer knowingly or 
under circumstances amounting to gross negligence makes a 
false declaration in a joint election in respect of an obligation, 
the reference in subparagraph (2)(d)(iv) to “the amount” shall 
in respect of the issuer be read as a reference to “3 times the 
amount”. 


(7) Presumption — Where at any particular time an issuer 
makes a joint election in respect of an obligation and at or 
before that time the issuer or any other corporation associated 
with the issuer at or before that time: makes or-has made a 
joint election in respect of any other obligation, for the pur- 
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poses of this section, the issuer shall be deemed not to be an 
eligible small business corporation. 


(8) ldem — For the purposes of this section, where an eligi- 
ble small business.corporation has acquired property from. an- 
other person who did not deal at arm’s length with the corpo- 
ration immediately after the acquisition, the corporation shall 
be deemed to have acquired the property 


(a) from the person from whom that ere person ac- 
quired the property; and 


(b) at the time the other person acquired the property. 


(9) Exception — Where.an issuer or any corporation associ- 
ated with the issuer has made a joint election in respect of a 
small business development bond, subsection (7) shall not ap- 
ply with respect to the issuer and any corporation. associated 
with that issuer that would, but for that subsection, be an eli- 
gible small business corporation in respect of any obligation 
issued at any particular time after May 23, 1985-in circum- 
stances described in any of subparagraphs (e)(i) to (iii) of the 
definition “qualifying debt obligation” in subsection (3), if 
the issue price of any such bond does not exceed the amount, 
if any, by which 


(a) $500,000 
exceeds 


(b) the total of all amounts each of which is the principal 
amount outstanding at that time in respect of 


(i) a small business development bond issued 
(A) before the particular time by the issuer, or 


(B) at or before the particular time by a corpora- 
tion associated with the issuer, or 


(ii) a small business bond issued at or before the ey 
ticular time by 


(A) an individual who controls or is a member of 
a related group that controls the issuer, or 


(B) a partnership any member of which is a per- 
son who is a majority interest partner of the part- 
nership (within the meaning assigned by subsec- 
tion 97(3.1)) and who controls, or is a member 
of a related group that controls, the issuer. 


(10) Presumption — Notwithstanding the ‘definition ‘ ‘small 
business development bond” in subsection (3), where the 
holder of a qualifying debt obligation issued by a Canadian- 
controlled private corporation has not filed with the Minister 
a joint election within the time referred to in that definition 
and, after the issue of the qualifying debt obligation, the cor- 
poration has not issued a small business development bond, 
other than a small business development bond that is an obli- 
gation described in paragraph (e) of the definition “qualifying 
debt obligation” in subsection (3), the obligation shall be 
deemed to be a small:business development bond if 


(a) it is reasonable to consider that the corporation and 
the holder intended that this section would apply to the 
obligation having regard to such factors as may be rele- 
vant, including the rate of interest stipulated under the 
terms of the obligation and the manner in which the cor- 
poration and the holder have treated the obligation for the 
purposes of this Act; and 
(b) the holder files with the Minister a joint election 
within 90 days from the later of 
(i) the date of notification by the Minister that a joint 
election in respect of the obligation has not been 
filed pursuant to the definition “small business devel- 
opment bond” in subsection (3), and 


(ii) March 30, 1983 


(11) Penalties — For the purpose of subsection 163(3), 
where an amount is added to the taxable income of an issuer 
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by virtue of subsection (6), the amount shall be deemed to be 
a penalty assessed by the Minister under section 163. 


(12) Replacement property — Where, at any time after De- 
cember 11, 1979, an amount has become receivable by a cor- 
poration as proceeds of disposition (within the meaning as- 
signed by paragraph (b), (c) or (d) of the definition “proceeds 
of disposition” in subsection 13(21) or paragraph (b), (c) or 
(d) of the definition of that expression in section 54) of speci- 
fied property and the corporation has, before the end of the 
first taxation year following the taxation year in which.an > 
amount in respect of the disposition of the specified property 
has become receivable, acquired a replacement property 
(within the meaning assigned by subsection 13(4.1) or 44(5)) 
that is specified property, for the purpose of subsection (4) 
the cost to the corporation of its replacement property shall be 
deemed to be an expense incurred by it in disposing of the 
specified property. 


Cl. 15.1(3)(b)Giv)(A) amended by 1994, c. 7, Sch. V (1992, c. 27), 
para. 90(1)(q), to substitute “Bankruptcy and Insolvency Act’ for 
“Bankruptcy. Act’, in force November 30; 1992. 


Pre-RSC History [s. 15.1]: The definition “eligible small busi- 
ness corporation” was para. 15.1(3)(a); “qualifying debt obliga- 
tion”, para. (b); “small business development bond”, para. (c); 
“joint election”, para. (d); “property used for specified purposes”, 
para. (e); and “specified property”, para. (f). 


All that portion of subsec. 15.1(2) preceding para. (d) substituted by 
1986, c..6, subsec. 10(1), applicable after June 30, 1985. That por- 
tion formerly read: 


(2) |ldem — Where. a corporation (in this section. referred to 
as the “issuer”) has issued a small business development 
bond, notwithstanding any other provision of this Act, the fol- 
lowing rules apply: 


(a) in computing the income of the issuer for a taxation 
year, no deduction shall be made in respect of any 
amount paid or payable as or on account of interest on 
the bond; 


(b) except for the purposes of subsection 129(1), any 
amount paid by the, issuer as or on account of interest on 
the bond shall be deemed to have been paid as a taxable 
dividend; and 


Para. 15.1(2)(d) amended to substitute in that portion preceding sub- 
para. (i) “throughout which. the obligation was a small business de- 
velopment bond but” for “during which” and. to substitute in sub- 
para. (iv) “paid or payable (depending on. the method regularly 
followed by the issuer in computing its income) for that period” for 
“payable in respect of that period”, by 1986, c. 6, subsec. 10(2), 
applicable after June 30, 1985. 


Subpara. 15.1(3)(a)(i) (“eligible small business corporation”) 
amended to delete ‘(within the meaning assigned by paragraph 
70(11)(c))” which followed “a small business’ corporation”, by 
1986, c. 6, subsec. 10(3), applicable to 1985 et seq. 


All that portion of para. 15.1(3)(b) (“qualifying debt obligation”) 
preceding subpara. (iii) amended by 1986, c. 6, subsec. 10(4), appli- 


_ cable after June 30, 1985, to substitute in that portion preceding 


subpara. (i) “1988” for “1986” and to add, subpara. (ii.1). 


Cl. 15.1(3)(b)Gii)(B) (‘qualifying debt obligation”) amended by 
1986, c. 6, subsec. 15(3), to substitute “scientific research and ex- 
perimental development” for “scientific research”, applicable with 
respect to taxation years ending after May 23, 1985. 


All that portion of subsec. 15.1(9) preceding subpara. (b)(i) 
amended by 1986, c. 6, subsec. 10(5), applicable with respect to 
obligations issued after May 23, 1985, to substitute “May 23, 1985” 
for “November 12, 1981” and “the principal amount Outstanding: at 
that time in respect of’ for “the issue price of”. 
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Para. 15.1(2)(c) repealed by 1984, c. 45, subsec. 8(1) applicable to 
1985 et seq. Para, 15.1(2)(c) formerly read: 


(c) for the purposes of paragraph 125(6)(b), any amount paid 
by an eligible small business corporation as or on account of 
interest on the bond shall be deemed to be a qualifying taxa- 
ble dividend (except where the amount has been paid to a pri- 
vate corporation with which the issuer was connected within 
the meaning of subsection 186(4) and with which it was not 
associated); and 


All that portion of para. 15.1(3)(a) (“eligible small business corpo- 
ration”) following subpara. (11) repealed by 1984, c. 45, subsec. 
8(2), applicable to 1985 et seg. That portion formerly read: 


and in respect of which at the time of making an election 
under this section (in this section referred to as the “election 
time”) the aggregate of 


(iii) the corporation’s cumulative deduction account 
(within the meaning of paragraph 125(6)(b)) at the end of 
its last taxation year ending before the election time, and 


(iv) all amounts each of which is the cumulative deduc- 
tion account of another corporation that was associated 
with the corporation at any time during the period 


(A) commencing at the end of that other corpora- 
tion’s last taxation year ending before the election 
time, and 


(B) ending at the election time, 


determined at the end of that other corporation’s last tax- 
ation year ending before the election time 


does not exceed. $750,000 or, Where the bond is issued after 
1981, $1,000,000; 


All that portion of para. 15.1(3)(b) (“qualifying debt obligation”) 
preceding subpara. (i) amended by 1984, c.1, s. 62, to substitute 
“1986” for “1984”. 


Subpara. 15:1(2)(d)(iii) substituted by 1980-81-82-83, c. 140, sub- 
sec. 8(1), applicable with respect to small business development 
bonds issued after 1981. Subpara. 15.1(2)(d)Gii) formerly read: 


(iii) all or substantially all of the proceeds from the issue of 
an obligation issued in circumstances described in clauses 
(3)(b)Gv)(A) to (C) were not used by the issuer in the financ- 
ing of its business carried on immediately before the time of 
its issuance 


All that portion of para. 15.1(3)(a) (“eligible small business corpo- 
ration”) following subpara. (iv) substituted by 1980-81-82-83, c. 
140, subsec. 8(2), to add’ the words HOH) where the bond is issued 
after 1981, $1,000,000”. 


All that portion of para. 15.1(3)(b) C‘qualifying debt obligation”) 
preceding subpara. (i) and all that portion of subpara. 15.1(3)(b)(iii) 
preceding cl. (D) substituted by 1980-81-82-83, c. 140, subsecs. 
8(3), (4), to change references to read “February 1, 1982” from 
“1982” and to change “of” to “assigned by” in cl. (B). 


Para. 15.1(3)(c) (“small business development bond”) substituted by 
1980-81-82-83,.c. 140, subsec. 8(5). That para, formerly read: 


(c) “small business development bond” at any time means an 
obligation that is at that time a qualifying debt obligation is- 
sued by a Canadian-controlled private corporation in respect 
of which a joint election was made at a particular time that is 
within 90 days after the later of its issue date and the date this 
section comes into force; 


Subsec. 15.1(9) added by 1980-81-82-83, c. 140, subsec. 8(6), ap- 
plicable with respect to small business development bonds issued 
after November 12, 1981. 


Subsecs. 15.1(10)+(12) added by 1980-81-82-83, c. 140, subsec. 
8(6). Subsecs. 15.1(10), (11) are applicable with respect to obliga- 
tions issued after December 11, 1979. 
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S. 15.1 added by 1980-81-82-83, c. 48, s. 8, applicable after Decem- 
ber 11; 1979. 


Definitions [s. 15.1]: “active business”, “amount” — 248(1); 
“arm’s length” — 251(1); “associated” — 256; “borrowed money”, 
“business” — 248(1); “Canada” — 255; “Canadian-controlled_ pri- 
vate corporation” — 125(7), 248(1); “corporation” — 248(1), Inter- 
pretation Act 35(1); “eligible small business corporation” — 
15.1(3); “individual” — 248(1); “issuer” — 15.1(2); “joint elec- 
; “majority interest partner’, “Minister”, “person”, 
“prescribed”, “principal amount”, “property” — 248(1); “qualifying 
debt obligation” — 15.1(3); “related group” — 251(4); “small busi- 
ness bond” —15.2(3); 248(1); “small business corporation” — 
248(1); “small business development bond” — 15.1(3), 248(1); 
“taxable Canadian corporation”, “taxable dividend” — 89(1), 
248(1); “taxable income” — 2(2), 248(1); “taxation’ year” — 249; 
“taxpayer” — 248(1). 


Interpretation Bulletins [s. 15.1]: IT-269R3: Part IV tax on 
taxable dividends received by a private corporation or a subject cor- 
poration; IT-507R: Small business development bonds and small 
business. bonds. 


15.2 (1) Interest on small business bond — 
Any amount received by a taxpayer as or on account 
of interest on a. small business bond. shall, except for 
the purposes of Part [V, be deemed to have been re- 
ceived as a taxable dividend from.a taxable Canadian 
corporation. 


Related Provisions: ,15(3)— Parallel rule for income bonds; 
15.1(1) — Parallel rule for small business development bonds. 


(2) Rules for small business bonds — Where 
an individual or a partnership (in this section referred 
to as the “‘issuer”) has issued an obligation that is at 
any time a small business bond, notwithstanding any 
other provision of this Act, 


(a) in computing the issuer’s income for a taxa- 
tion year, no deduction shall be made in respect 
_of any amount paid or payable (depending on the 
method regularly followed in computing the is- 
suer’s Income) as or.on account of interest on the 
bond in respect of a period that includes. that 
time; and 


(b) for any taxation year that includes a period 
throughout which the obligation was a small bus- 
iness ‘bond but 


(i) the issuer was not an eligible issuer, or 


(ii) all or substantially all of the proceeds from 
the issue of the obligation were not used by 
the issuer in. the financing of an active busi- 
ness carried on by the issuer in Canada imme- 
diately before the time of the issue of the 
obligation, 


there shall be added to the tax otherwise payable 
under this Part by the issuer for that taxation year 
an amount equal to 29% of the amount of interest 
paid or payable (depending on the method regu- 
larly followed in computing the issuer’s income) 
in respect of the bond for that period. 


(3) Definitions — In this section, 
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“eligible issuer” at any time means 


(a) an individual (other than a trust) who is resi- 
dent in Canada and who 


(i) has not made a joint election before that 


time in respect of a small business bond, 
(i1).is not a majority interest partner of a part- 
nership that has made. a joint election before 
that time in respect of a small business bond, 
and 


(iii) neither controls nor is a member. of a re- 
lated group that controls 


(A) a corporation that has’ made a joint 
election before that time in respect of a 
small business development bond, or 


(B) a corporation that is associated with a 
corporation. referred to in clause (A), or 


(b) a partnership 7 
(i) each member of which is an individual 
(other than a trust) who is resident in Canada, 
(11) each majority interest partner, if any, of 
which is an eligible issuer, and 


(111) that has not made a joint election before 
that time in respect of a small business bond; 


‘joint ‘election’? means an election that is made in 
prescribed form, containing prescribed information, 
jointly by the issuer of an obligation and the person 
who is the holder of the obligation at the time of the 
election, that is filed with the Minister by the holder 
and in which the holder and the issuer elect that the 
provisions of this section apply with respect to that 
obligation; 

Related Provisions: 96(3) — Election by partners. 

Forms: T2218: Joint election for a‘small business bond. 


“majority interest partner” — [Repealed] 


History: The definition “majority interest partner” in subsec. 
15.2(3) repealed by 1998, c. 19, s. 77, applicable after April 26, 
1995. The definition formerly read: 


“majority interest partner” of a partnership means a taxpayer 
who, if subsection 97(3.1) applied to this section, would be 
deemed to be a majority interest partner of the partnership; 


“qualifying debt obligation” of an issuer at a par- 
ticular time means an obligation that is a bill, note, 
mortgage or similar obligation issued after February 
25, 1992 and before 1995, 


(a) the principal amount of which is not less than 
$10,000 or more than $500,000, 


(b) that is issued for a term of not more than 5— 


years and, except in the event of ‘a failure or de- 
fault under the terms or conditions of the obliga- 
tion, not less than one year, and . 


(c) that was issued not more than 5 years before 
the particular time, 


if the obligation is issued 


(d) as part of a proposal to, or an arrangement 
with, the issuer’s creditors that has been approved 


S. 15.2(5) 


by a court under the Bankruptcy and Insolvency 
Act, 


(e) at a time when all or substantially all of the 
issuer’s assets are under the control of a receiver, 
receiver-manager, sequestrator or trustee in bank- 
ruptcy, or 


(f) at a time when, because of financial difficulty, 

' the issuer is in default, or could reasonably be ex- 
pected to default, on a debt incurred in the course 
of the issuer’s business and held by a person with 
whom the issuer was dealing at arm’s length or, 
where the issuer is a partnership, by a person with 
whom each member of the partnership was deal- 
ing at arm’s length, and it is issued, in whole or 
in part, directly or indirectly in exchange or sub- 
stitution for that debt, 


and the funds from the issue of the obligation are 
used: in Canada in a business of the issuer carried’ on 
itch es before the time of issue, 


“small business bond” at any time means 


(a) an obligation that is at that time a qualifying 
debt obligation, issued by an individual or a part- 
nership, in respect of which a joint election was 
made within 90 days after its issue date, or 


_ (b) an obligation that is at that time a qualifying 
debt obligation issued by an individual or a part- 
nership if 


(i) it is reasonable to consider that the issuer 
and the holder of the obligation intended that 
this section apply to the obligation, having re- 
gard to such factors as may be relevant, in- 
cluding the.rate of interest stipulated under the 
terms of the obligation and the manner in 
which the issuer and the holder have treated 
the obligation for the purposes of this Act, and 


(ii) the holder files with the Minister a joint 
election in respect of the obligation within 90 
days after the date of notification by the Min- 
ister that a joint election in respect of the obli- 
gation has not been filed under paragraph (a). 


Related Provisions: 96(3) — Election by partners; 248(1)“small 
business bond” — Definition applies to entire Act. 


Forms: 12218: Joint election for a small business bond. 


(4) Status of interest — Notwithstanding any 


other provision of this Act, an amount paid or paya- 
ble by a taxpayer pursuant to a legal obligation to 
pay interest on borrowed money used for the purpose 
of acquiring a small business bond shall be deemed 
to be an amount paid or payable, as the case may be, 
on borrowed money used for the purpose of earning 
income from a business or property. 


(5) False declaration — Where the Minister es- 
tablishes that an issuer has knowingly or under cir- 
cumstances amounting to gross negligence made a 
false declaration in a joint election in respect of an 
obligation, the reference in paragraph (2)(b) to 
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“29%” shall; in respect of the obligation, be read as a 
reference to “87%”. 


(6) Partnerships — For the purpose of paragraph 
(2)(b), in the case of an issuer that is a partnership, 
the expression “tax otherwise payable under this Part 
by the issuer” shall be read as a reference to the “tax 
otherwise payable under this Part by each member of 
the partnership” and each member shall add to that 
member’s tax otherwise payable under this Part for 
the taxation year that includes the period described 
in paragraph (2)(b) the amount that can reasonably 
be regarded as that member’s share of the amount 
determined under that paragraph with respect to the 
partnership. 


(7) Deemed eligible issuer — Where, but for 
subparagraphs (a)(i), (ii) and (iii) and (b)(ii) of the 
definition “eligible issuer” in subsection (3), an indi- 
vidual or a partnership would be an “eligible issuer’, 
the individual or partnership shall be deemed. to. be 
an eligible issuer in respect of a small business bond 
at any time where the issue price of the: bond .does 
not exceed the amount, if any, by which 


(a) $500,000 
exceeds 
(b) where the issuer is an individual, the total of 
all amounts each of which is the principal amount 
outstanding immediately after that time in respect 
of 
(i) another obligation that is.a small business 
bond issued by 
(A) the individual, or 
(B) a partnership of which the individual is 
a majority interest partner, or 
(ii) a small business development bond issued 
by 
(A) a corporation that is controlled by the 
individual or by a related group of which 
the individual is a member, or 
(B) a corporation that is associated with a 
corporation referred to in clause (A), or 


(c) where the issuer is a partnership, the total of 
all amounts each of which is the principal amount 


outstanding immediately after that time in respect 


of 
(i) another obligation that is a small business 
bond issued by 
(A) the partnership, 
(B) an individual who is a majority interest 
partner of the partnership, or 


(C) a partnership of which the individual 
referred to in clause (B) is a majority inter- 
est partner, or 


(ii) a. small business development bond issued 
by 
(A) a corporation that is controlled by the 
individual referred to in clause (1)(B) or by 
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a related group of which the individual is a 
member, or 


(B) a corporation that is associated with a 
corporation referred to in clause (A). 


History [s. 15.2]: The opening words of the definition of “qualify- 
ing debt obligation” in subsec. 15.2(3) amended by 1994, c. 8, sub- 
sec. 2(1), applicable to obligations issued after 1992; and, for the 
purposes of the definition “small business bond” in subsec. 15.2(3), 
an election made before August 11, 1994 in respect of an obligation 
issued after 1992 and before 1995 shall be deemed to have been 
made within 90 days after the day the obligation was issued. The 
opening words formerly read: 


“qualifying debt obligation” of an issuer at a particular time 
means an obligation that is a bill, note, mortgage or similar 
obligation issued after November 12, 1981 and. before 1988 
or after February 25, 1992 and before 1993, 


S. 15.2 substituted by 1994, c. 7, Sch. VIII (1993, c. 24), s. 6 appli- 
cable with respect to obligations issued after February 25, 1992. For - 
the purposes of the definition “small business bond” in subsec. 
15.2(3), an election made in respect of an obligation after February 
25, 1992 and before September 9, 1993, shall be deemed to have 
been made within 90 days after the day the obligation was issued. S. 
15.2 formerly réad: 


15.2 (1) Small business bond — Any amount received by a 
taxpayer as or on account of interest in respect of a small bus- 

_iness bond shall, except: for the purposes of Part IV, be 
deemed to have been received as a taxable dividend from a 
taxable Canadian corporation. 


(2) |\dem — Where an individual or partnership (in this sec- 
tion referred to.as. the “issuer”) has issued an obligation that is 
at any time a small business bond, notwithstanding any other 
provision of this Act, the following rules apply: 


(a) in.computing the income of the issuer for a taxation 
year, no deduction shall be made in respect of any. 
amount paid or payable (depending on the method regu- 
larly followed by the issuer in computing its income) for 
a period that includes that time as or on account of inter- 
est on the bond; and 


(b) for any taxation year that includes a period through-: 
out which the obligation was a, small business bond but 


(i) the issuer was not an eligible issuer, or 


(ii) all or substantially all of the proceeds from the 
issue of an obligation issued in circumstances de- 
scribed in paragraph (d) of the definition “qualifying 
debt obligation” in subsection(3) were not used by 
the eligible issuer in the financing of an active busi- 
ness carried on by it in Canada immediately before 
the time of the issuance of the obligation, 


there shall be added to the tax otherwise payable by the 
issuer for that taxation year an amount equal to 34% of 
the amount of interest paid or payable (depending on the 
method regularly followed by the issuer in computing its 
income) in respect of the bond for that period. 


(3) Definitions — In this section, 
“eligible issuer” means 


(a) an individual (other than a trust) resident in Canada 
who has not, or is not a majority interest partner (within 
the meaning assigned by subsection 97(3.1)) of a partner- 
ship that has, previously made a joint election in respect 
of a small business bond or who does not control or isnot 
a member of a related group that controls a corporation 
that has previously made a joint election in respect of a 
small business development bond, or 


(b) a partnership, all the members of which are individu- 
als who are eligible issuers under paragraph (a); 
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“joint election” means an. election made in prescribed form: 


jointly by theissuer of an obligation and the person who is 


the holder of the obligation at the election time and filed with 


the Minister by the holder in which the issuer and the holder 
elect that the provisions of this section apply with respect to 
that obligation and in which the issuer declares that 


(a) it is an eligible issuer, and 


(b) the:requirements of paragraph (d) jot the WeaAltion 
“qualifying debt obligation”, in this subsection, have been 
met; 


“qualifying debt obligation” of an Hdividital or a SANG Rhip . 


at any time means an obligation that is a bill, note, mortgage 
or similar obligation issued after November oe 18h and 
before 1988, 


(a) the principal amount of which is not ne than $10, 000 
or more than $500,000, 


(b) that is issued for.a term of not more than five years 
and, except.in the event of a failure or default under the 

terms. or conditions of the obligation, not less than one 
year, and 


(c) that, was issued not more than. Ae’. years before that 
time 


» (d) the obligation is issued : 
(1) as part of a proposal to, or an arrangement with, 
the individual’s or partnership:s creditors, as the case 
may be, that has been approved by a court,under the 
Bankruptcy and Insolvency Act, 


(ii) at a time when all or substantially all of the indi-, 


vidual’s or partnership’s assets, as the case may be, 
are under the control of a receiver, receiver-manager, 
sequestrator or trustee in bankruptcy, or 


(ii) at a time when, by, reason. of financial difficulty, 
the individual or partnership is in default, or could 


~ reasonably be expected to default, on a debt incurred , 


in the course of the business of the individual or part- 
nership, as the case. may be;.and held, by a person 
with whom. the individual or.each member. of the 
partnership was dealing at arm’s length and it is is- 
sued, in whole or in part, directly, or pagersicaly in ex- 
change or substitution for that, debt, 


and the funds from the issuance thereof are used in Can- 
ada in a business of the individual’ or partnership carried 
on immediately before the time of issuance; 


“small business bond” at any time means an obligation that is 
at that time a qualifying debt obligation issued by an individ- 
ual or partnership in respect of which a joint election was 
made at.a particular time that is within 90 days alton the later 
of its issue date and March 30, 1983. 


(4) Presumption — Notwithstanding any other provision of 
this Act, an amount paid or payable by a taxpayer pursuant to 
a legal obligation to pay interest on, borrowed money used for 
the purpose of acquiring a, small business bond shall. be 
deemed to be.an amount paid or payable, as the case may be, 
on borrowed money used for the purpose of earning income 
from a business or. property. 


(5) False declaration — Where an issuer knowingly or 
under circumstances amounting to gross negligence: makes a 
false declaration in a joint election.in respect of an obligation, 
bye thte reference in paragraph (2)(b) to. “34%” shall be read as a 
reference to “102%”. 


(6) Partnerships — For the purposes of paragraph (2)(b), in 
the case of an issuer that is a partnership, the expression “tax 
otherwise payable by the issuer” shall be read'as a reference 
to the “tax otherwise payable by each member of the partner- 
ship’ and each member shall add to the member’s tax other- 
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wise payable for the taxation year that includes the period de- 
scribed in paragraph (2)(b) the amount that can reasonably be 
regarded as the member’s share of the amount determined 
under that paragraph with respect to the partnership. 


(7) Deemed eligible issuer — Where an individual, a part- 


nership of which the individual is a majority interest partner 


' (within the meaning assigned by: subsection-97(3.1)) or a cor- 


poration. that is controlled by 
(a) the individual, 


(b) a nes se aNthe of which the individual is a member, 
wt Gy Le i 


(c).a member of the partnership who is a majority interest 
partner of the partnership (within the meaning assigned 
by subsection 97(3.1)) 


has previously made a joint election in respect of a small bus- 
iness bond or, in the case of a corporation, a small business 
development bond, the individual and any partnership of 
which the individual is a majority interest partner (within the 
meaning. assigned by subsection 97(3.1)) shall be deemed to 
be an eligible issuer in réspect of any additional small busi- 


~ ness’ bond that the individual or partnership may issue at any 


particular time after May 23, 1985 if at the particular time the 


issue price of such additional bond. does not. exceed, the 


amount, if any, by which 
(d). $500,000 
exceeds, 


‘(e) where the issuer 1s an individual, the total of all 
‘amounts each of which is the principal amount outstand- 
ing at that particular time in respect of 


(i) another small business bond issued 


(A) before the particular time by the individual, 
or: 7 


(B) ator before the particular time by a partner- 
ship of which the individual is a majority interest 
partner (within the meaning assigned by subsec- 
tion 97(3.1)), or 


(11) a small business development bond: issued at or 
before the particular time by 


(A) a corporation that is controlled by the indi- 
vidual, or by a related group of which the indi- 
vidual is a member, or 


(B) a corporation that is associated with a corpo- 
ration referred to in clause (A), or 


(f), where, the issuer is a partnership, the total, of .all 
amounts.each of. which is the principal amount outstand- 
ing, at that particular time in respect of 


(i) another small business bond issued 


(A) before the particular time by the partnership, 
Ors a 


(B) at or before the particular time by an individ- 
ual who is a majority interest partner of the part- 
nership (within the meaning prianey by subsec- 
_tion 97(3.1)), or 


(ii) a small business development bond issued at or 
pefione the particular time by : 


(A) a corporation that is controlled by the indi- 
vidual referred to in clause (1)(B) or by a related 
group of which the individual is a member, or 


(B) a corporation that is associated with a corpo- 
ration referred to in clause (A). 


(8) Presumption — Notwithstanding the definition “small 
business bond” in subsection (3), where the holder of a quali-' 
fying debt obligation issued by an individual or a partnership 
has not filed with the Minister a joint election within the time 


S. 15.2 


referred to in the definition; the obligation shall be deemed to 
be a small business bond if 


(a) it is reasonable to consider that the issuer and the 
holder intended that this section would apply to the obli- 
gation having regard to such factors as may be relevant, 
including the rate of interest stipulated under the terms of 
the obligation and the manner in which the issuer and the 
holder have treated the obligation for the purposes of this 
Act; and 


(b) the holder files with the Minister a- joint election 
within 90 days after the date of notification by the Minis- 
ter that a joint election in respect of the obligation has not 
been filed pursuant to the definition “small business 
bond” in subsection (3). 


(9) Penalty — For the purpose of subsection 163(3), where 
an amount is added to the tax otherwise payable by an issuer 
by virtue of subsection (5), the amount shall be deemed to be 
a penalty assessed by the Minister under section 163. 


Subpara. (d)(i) of “qualifying debt obligation” in nea 15.2(3) 
amended by 1994, c. 7, Sch. V (1992, c. 27), para: 90(1)(q), to sub- 
stitute “Bankruptcy and Insolvency Act” for “Bankruptcy Act’, in 
force November 30, 1992. 


Pre-RSC History [s. 15.2]: Before amendment by 1993, c. 24, the 
definition “qualifying debt obligation” was para. 15.2(3)(a); “small 
business bond”, para. (b); “joint election”, para. (c);'and “eligible 
issuer”, para. (d). 


Subsec. 15.2(2) amended. by 1986, c..6, subsec. 11(1), applicable 
after June 30, 1985, to, substitute in that portion preceding para. (a), 
“issued an obligation that is at any time a small business bond” for 
“issued a small business bond” 
pending on the method regularly followed by the issuer in comput- 
ing its income) for a period that includes that time” for “paid or 
payable”; in para. (b), “a period throughout which the obligation 
was a small business development bond but” for “a period during 
which”; and in that portion following para. (b), “interest paid or 
payable (depending on the method regularly followed by the issuer 
in computing its income)” for “interest payable”. 


All that portion of para. 15,2(3)(a) preceding subpara. (iii) amended 


by 1986, c. 6, subsec. 11(2), to substitute “any time” for “any partic- | 


ular time” and “1988” for “1986” and to add subpara. (11.1), applica- 
ble after June 1985. 


Subsec. 15.2(7) amended by 1986, c. 6,.subsec. 11(3), applicable 
with respect to obligations issued after May 23, 1985, to substitute 
the heading “Deemed eligible issuer” for “Presumption”; to substi- 
tute in that portion following para. (c), “may issue at any particular 


time after May 23, 1985 if at the particular time” for “‘may issue if | 


at the particular time of its issue”; in paras. (e) and (f) to substitute 
“the principal amount outstanding at that particular time in respect 


of” for “the issue price of’; and to substitute “or” for “and” at the | 


end of subpara. (f)(1). 


All that portion of para. 15.2(3)(a) preceding subpara. (i) substituted 
by 1984, c. 1, s. 7, to substitute “1986”, for “1984”. 


S. 15.2 added by 1980-81-82-83, c. 140, s. 9; applicable with re- 


spect to obligations issued after November 12, 1981. 


Definitions [s. 15.2]: “active business”, “amount” — 248(1); 
“arm’s length” — 251(1); “associated” — 256; “borrowed money”, 


“business” — 248(1); “Canada” — 255; “ 

Interpretation Act 35(1); “eligible issuer” — 15.2(3); “individ- 
ual” — 248(1); “issuer” — 15.2(2); “joint election” — 15.2(3); 
“majority interest partner”, ‘Minister’, “person”, “prescribed”, 
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“principal amount”, ; “qualifying debt obliga- 
tion” — 15.2(3); “related group” — 251(4): “resident in Canada’ — 
250; “small business bond” — 15.2(3), 248(1); “small business de- 
velopment bond” — 15.1(3), 248(1); “tax otherwise payable under 
this Part” — 15.2(6); “taxable Canadian corporation”, “taxable divi- 
dend” — 89(1), 248(1); “taxation year” — 249; “taxpayer” — 
248(1); “ ? 


;.in para. (a), “paid or payable (de- | 
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Interpretation Bulletins [s. 15.2]: IT-269R3: Part IV tax on 
taxable dividends received by a private corporation ora subject cor- 
poration; IT-507R: Small business development bonds and’ small 
business bonds. 


16. (1) Income and capital combined — Where, 
under a contract or other arrangement, an amount 
can reasonably be regarded as being in part interest 
or other amount of an income nature and in part an 
amount of a capital nature, the following rules apply: 


(a) the part of the amount that can reasonably be 
regarded as interest shall, irrespective of when 
the contract or arrangement was made or the form 
or legal effect thereof, be. deemed to be interest 
on a debt obligation held by the person to whom 
the amount is paid or payable; and 


(b) the part of the amount that can reasonably be 
regarded as an amount of an income nature, other 
than interest, shall, irrespective of when the con- 
tract or arrangement was made or the form or le- 
gal effect thereof, be included in the income of 
the taxpayer to whom the amount is paid or paya- 
ble for the taxation year in which the amount was 
received or became due to the:extent it has not 
otherwise been’ included inthe’ taxpayer’s 
income. 
Related Provisions: 12(1)(c) — Interest income; 12(1)(g) — 
Amount fully eee where based on production or use; 12(3) — 
Application of subsec. (1); 138112) — 
“Gross escent revenue” of an insurer; 214(2) — Tax on non- 
residents. 


Pre-RSC History: Subsec. 16(1) substituted by 1988, c. 55, s. 9, 
applicable with respect to amounts paid or payable after June 1988. 
Subsec. 16(1) formerly read: 


16. (1) Income and capital combined — Where a payment 
under a contract or other arrangement can reasonably be re- 
garded as being in part a payment of interest or other payment 
of an income nature and in part a payment of a capital nature, 
the part of the payment that can reasonably be regarded as a 
payment of interest or other payment of. an income nature 
shall, irrespective of when the contract or arrangement was 
made or the form or legal effect thereof, be included in com- 
puting the recipient’s income from property for the taxation 
year in which it was received to the extent that it was not 
otherwise included 1 in computing the recipient’ S income. 


Subsec. 16(1) substituted by 1980-81-82-83, c. 140, subsec.: 10(1), 
applicable to 1981 et seg. Subsec. 16(1) formerly read: 


16. (1) Where a payment under a contract or other arrange- 
ment can reasonably be regarded as being in part a payment 
of interest or other payment of an income nature and in part a 
payment of a capital nature, the part of the payment that can 
reasonably be regarded as a payment of interest or other pay- 
ment of an income nature shall, irrespective of when the con- 
tract or arrangement was made or the form or legal effect 
thereof, be included in coaPaline 2 the recipient’s income from 
property. 
Selected Cases [subsec. 16(1)]: West Hill Realeab anne Co. 
v. MNR, [1991] 2 C.T.C. 83 (FCTD) (Where plaintiff sold condo- 
miniums and took back mortgages at below-market interest rates, 
excess of face value of mortgages over fair market value not interest 
under subsection 16(1)); Alepin vi The Queen, [1979] C.T.C. 360 
(FCTD) (Absent. agreement to contrary, amounts received apply 
first:to arrears. of interest); Rodmon Construction Inc. v. Fhe Queen, 
[1975] C.T.C. 73 (FCTD) (Not teasonable-to regard payments as 
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‘part interest where loan is interest free); Vanwest Logging Co. Ltd. 
vy. MNR, [1971] C.T.C. 199 (Exch) (Subsection 7(1) [now subsec- 
tion 16(1)] inapplicable to amount paid by instalments without in- 
terest; taxpayer’s intention relevant). 


Regulations: 201(1)(d) (information return). 


Interpretation Bulletins: IT-233R: Lease-option agreements; 
sale-leaseback agreements; IT-265R3: Payments of income and cap- 
ital combined; IT-365R2:,,Damages, settlements and‘ similar re- 
ceipts; IT-396R: Interest income: 


Forms: T5 Segment; TS Summ: Return of investment income; T5 
Supp: Statement of investment income. 


(2) Obligation issued at discount — Where, in 
the case of a bond, debenture, bill; note, mortgage or 
similar obligation issued after December 20, 1960 
and before June 19, 1971 by a person exempt from 
tax under section 149, a non-resident person not car- 
rying on business in Canada, or a government, mu- 
nicipality or municipal or other public body perform- 
ing a function of government, 


(a) the obligation was issued for an amount that 1s 
less than the principal amount of the obligation, 


(b) the interest stipulated to be payable on the ob- 
“ligation, expressed in terms of an annual rate on 


(i) the principal amount thereof, if no amount 
is payable on account of the principal amount 
before the maturity of the obligation, or 


(11) the amount outstanding from time to time 
as or on account of the principal amount 
thereof, in any other case, 


is less than 5%, and 


(c) the yield from the obligation, expressed in 
terms of an annual rate on the amount for which 
the obligation was issued (which annual rate 
shall, if the terms of the obligation or any agree- 
ment relating thereto conferred on the holder 
thereof a right to demand payment of the princi- 
pal amount of the obligation or the amount out- 
standing as or on account of the principal 
amount, as the case may be, before the maturity 
of the obligation, be calculated on the basis of the 
yield that produces the highest annual rate obtain- 
able either on the maturity of the obligation or 
conditional on the exercise of any such right) ex- 
ceeds the annual rate determined under paragraph 
(b) by more than '/s thereof, 


the amount by which the principal amount of the ob- 
ligation exceeds the amount for which the obligation 
was issued shall be included in computing the in- 
come of the first owner of the obligation who is a 
resident of Canada and is not a person exempt from 
tax under section 149 or a government, for the taxa- 
tion year of the owner of the obligation in which he, 
she or it became the owner thereof. 

Related Provisions: 16(5)— Application of subsec. 16(1); 
53(1)(g) — Addition to adjusted cost base; 142.4(1)‘tax ba- 
sis”(b) — Disposition of specified debt obligation by financial 
institution. 

Pre-RSC History: All that portion of subsec. 16(2) preceding 
para. (a) substituted by 1973-74, c. 14, s. 3, applicable to 1972 et 
seq. , 


S. 16(3) 


Interpretation Bulletins: IT-265R3: Payments of income and 
capital combined. 


(3) Idem — Where, in the case of a bond, deben- 
ture, bill, note, mortgage or similar obligation (other 
than an obligation that is a prescribed debt obligation 
for the purpose of subsection 12(9)) issued after June 
18, 1971 by a person exempt, because of section 
149, from Part I tax on part or all of the person’s 
income, a non-resident person not carrying on busi- 
ness in Canada or a government, municipality or mu- 
nicipal or other public body performing a function of 
government, 


(a) the obligation was issued for an amount that is 
less than the principal amount of the obligation, 
and 


(b) the yield from the obligation, expressed in 
terms of an annual rate on the amount for which 
the obligation was issued (which annual rate 
shall, if the terms of the obligation or any agree- 
ment relating thereto conferred on the holder 
thereof a right to demand payment of the princi- 
pal amount of the obligation or the amount out- 
standing as or on account of the principal 
amount, as the case may be, before the maturity 
of the obligation, be calculated on the basis of the 
yield that produces the highest annual rate obtain- 
able either on the maturity of the obligation or 
conditional on the exercise of any such right) ex- 
ceeds “/3 of the interest stipulated to be payable on 
the obligation, expressed in terms of an annual 
rate on 


(i) the principal amount of the obligation, if 
no amount is payable on account of the princi- 
pal amount before the maturity of the obliga- 
tion, or 


(ii) the amount outstanding from time to time 
as or on account of the principal amount 
thereof, in any other case, 


the amount by which the principal amount of the ob- 
ligation exceeds the amount for which the obligation 
was issued shall be included in computing the in- 
come of the first owner of the obligation 


(c) who is resident in Canada, | 


(d) who is not a government nor a person exempt, 
because of section 149, from tax under this Part 
on all or part of the person’s taxable income, and 


(e) of whom the obligation is a capital property, 


for the taxation year in which the owner acquired the 
obligation. 


Related Provisions: 16(5)— Application of subsec. 16(1); 
20(14) — Treatment of accrued bond interest; 53(1)(g) — Addition 
to adjusted cost base; 142.4(1)‘‘tax basis’’(b) — Disposition of spec- 
ified debt obligation by financial institution. 


History: All that portion of subsec. 16(3), after para. (b) substituted 
by 1994, c. 21, s. 10, applicable to 1990 et seg. That portion for- 
merly read: 


the amount by which the principal amount of the obligation 
exceeds the amount for which the obligation was issued shall 
be included in computing the income of the first owner of the 
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obligation who is a resident of Canada and is not a, person 
exempt from tax under section 149 or a government, for the 
taxation year of the owner of the obligation in which he, she 
or it became the owner thereof. 
That portion of subsec. 16(3) preceding para. (a) substituted’ by 
1994, c. 7, Sch. VIL (1993, c. 24), subsec. 7(1), applicable to 1991 
et seq. That portion formerly read: 
(3) Idem — Where, in the case of a bond, debenture, bill, 
note, mortgage or similar obligation issued after June 18, 
1971 by a person exempt from. tax under section 149, a non- 
resident person not carrying on business in Canada, or a gov- 
ernment, municipality or municipal or other public body per- 
forming a function of government, 


Interpretation Bulletins: [T-265R3: Payments oF income and 
capital combined. 


(4) Where subsec. (1) does not apply — Sub- 
section (1) does not apply to any amount received by 
a taxpayer in a taxation year 

(a) as an annuity payment; or 

(b) in satisfaction of the taxpayer’s rights under 

an annuity contract. 


Pre-RSC History: Para. 16(4)(b) substituted by 1980-81-82-83, c. 


140, subsec. 10(2), applicable with respect to dispositions occurring 
after November 12, 1981. Para. 16(4)(b) formerly read: 


(b) in satisfaction of the rights of the taxpayer under a life 
annuity contract, as defined by regulation. 


Subsec. 16(4) substituted by 1977-78, c..1, s. 9, jnplichaies to any 
amount received after March 31, 1978. Subsec. 16(4) formerly read: 


(4) Subsection (1) does not apply to any amount received by a 
taxpayer in a-taxation year 
(a). as an-annuity payment; 


(b) as a refund of premiums or contributions paid by the 
holder of.a life annuity contract, as defined by regulation, 
upon the death of such holder; or 


(c) in satisfaction of the rights, of the taxpayer seach a life 
annuity contract, as defined by regulation, that was en- 
tered into before June 14, 1963 except to the extent that 
the amount so received, exceeds the aggregate’ of 


(1) the value of his rights under the contract on the 
second anniversary date of the contract to occur after 
October 22, 1968, and 

(ii) the aggregate of premiums paid by the taxpayer 
under the contract after the said second anniversary 
date. 


(5) Idem — Subsection (1), does not. apply in any 
case where subsection (2) or (3) applies. 


(6) Indexed debt obligations — Subject to: sub- 
section (7) and for the purposes of this Act, where at 
any time ina taxpayer’s taxation year 


(a) an interest in an indexed debt obligation is 
held by the taxpayer, 


(i) an amount determined in prescribed man- 
ner shall be deemed to be. received and receiv- 
able by the taxpayer in the year as interest in 
respect of the obligation, and 


(ii) an amount determined in prescribed man- 
ner shall be deemed to be paid and payable in 
respect of the year by the taxpayer as interest 
under a legal obligation of the taxpayer to pay 
interest on borrowed money used for the pur- 
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pose of earning income from a business. or 
property; 
(b) an indexed debt obligation is an obligation of 
the taxpayer, 


(i) an amount determined in prescribed man- 
ner shall be deemed to be payable in respect 
of the year by the taxpayer as interest in re- 
spect of the obligation, and | 


(ii) an amount determined in prescribed man- 
ner shall be deemed to be received and receiv- 
able by the taxpayer in the year as interest in 
respect of the obligation; and 


(c) the taxpayer pays or credits an amount in re- 
spect of an amount determined under subpara- 
graph (b)(i) in respect of an indexed debt obliga- 
tion, the payment or crediting shall be deemed to 
be a payment or crediting of interest on the 
obligation. 
Related Provisions: 20(1)(c) — Interest deduction; 53(1)(g.1) — 
Addition to adjusted cost base; 53(2)(1.1) — Deduction from ad- 
justed cost base; .138(12)“gross investment revenue”G(a) — Gross 
investment revenue of insurer; 142.3(2) — Indexed debt obligation 
not subject to rules re income from specified debt obligations; 
142.4(1)“tax basis”(e), (n) — Disposition of specified debt obliga- 
tion by financial institution; 214(7) — Sale of obligation by non-. 
resident. 
History: The opening words of subsec. 16(6).amended by 1998, c. 
19, subsec. 78(1), applicable 


(a) to taxation years that end after entauibeh 1997; and 


(b) to a taxpayer’s taxation years that end after 1995: and before 
October 1997 where the taxpayer files an election 1 in accordance 
with para. 81(11)(b). 


The opening words formerly read: 


(6) For the purposes of this Act, where at any time in a tax- 
payer’s taxation year 


Subsec. 16(6) added by 1994, c. 7; Sch. VIII (1993, c. 24), subsec. 
7(2), applicable to debt obligations issued after October 16, 1991. 


Regulations: 7001 (amounts determined in prescribed manner). 


(7) Impaired indexed debt obligations — Para- 
graph (6)(a) does not apply to a taxpayer in respect 
of an indexed debt obligation for the part of a taxa- 
tion year throughout which the obligation is. im- 
paired where an amount in respect of the obligation 
is deductible because of subparagraph 20(1)()(Gi) in 
computing the taxpayer’s income for the year. 


History: Subsec. 16(7) added by 1998, c. 19, subsec. 78(2), 
applicable 


(a) to taxation years that end after September 1997; ne) 


(b) to a taxpayer’s taxation years that end after 1995 and before 
October 1997 where the taxpayer files an election in accordance 
. with para. 81(11)(b). 


Definitions [s. 16]: “amount”, “annuity”, “borrowed money’, 
“business” — 248(1); “Canada” — 255; “capital property” — 54, 
248(1); “indexed debt obligation”, “non-resident”, “prescribed”, 
“principal amount”, “Property. 5498); Oyegvedy 2 28801) 
“regulation” — 248(1); “taxation year’ *— 249; “taxpayer” — 
248(1). 


Interpretation Bulletins [s. 16]: IT-265R3: Payments of income 
and capital combined. 
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16.1 (1) Leasing properties — Where a taxpayer 
(in this section referred to as the “lessee’’) leases tan- 
gible property (other than prescribed property) that 
would, if the lessee acquired the property, be depre- 
ciable property of the lessee, from a person resident 


in Canada (or from a non-resident person who holds © 


the lease in the course of carrying on a business 
through a permanent establishment in Canada, as de- 
fined by regulation, any income from which is sub- 
ject to tax under this Part) who owns the property 
and with whom the lessee was dealing at arm’s 
length (in this section referred to as the “lessor’”) for 
a term of more than one year, if the lessee and the 
lessor jointly elect in prescribed form filed with their 
returns of income under this Part for their respective 
taxation years that include the particular time when 
the lease began, the following rules apply for the 
purposes of computing the income of the lessee for 
the taxation year that includes. the particular time and 
for all subsequent taxation: years: 


(a) in respect of amounts paid or payable for the 
use of, or for the right to use, the property, the 
lease shall be deemed not to be a lease; 


(b) the lessee shall be deemed to have acquired 
the property from the lessor at the particular time 
at a cost equal to its fair market value at that 
time; 


(c) the lessee shall be ashen to have borrowed 
money from the lessor at the particular time, for 
the purpose of acquiring the property, in a princi- 
pal amount equal to the fair market value of the 
property at that time; 


(d) interest shall be deemed to accrue on | the prin- 
cipal amount of the borrowed money outstanding 
from, time to time, compounded semi-annually, 
not in advance, at the prescribed rate in effect 


(i), at the earlier of 


(A): the time; if any, before the particular 
time, at which the lessee last entered into 
an agreement to lease the property, and 


(B) the particular time, or 


(ii) where the lease provides that the amount 
payable by the lessee for the use of, or the 
right to use, the property varies according to 
prevailing interest rates in effect from time to 
time, and the lessee so elects,.in respect of all 
of the property that is subject to the lease, in 
the lessee’s return of income under this Part 
for the taxation year of the lessee in which the 
lease began, at the beginning of the period for 
which the interest is being calculated; 


(e) all amounts paid or payable by or on behalf of 
the lessee for the use of, or the right to use, the 
property in the year shall be deemed to be 
blended payments, paid or payable by the lessee, 
of principal and interest on the borrowed money 
outstanding from time to time, calculated in ac- 
cordance with paragraph (d), applied firstly on 
account of interest on principal, secondly on ac- 
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count of interest on unpaid interest and thirdly on 
account of: unpaid principal, if any, and the 
amount, if any, by which any such payment ex- 
ceeds the total of those amounts. shall be deemed 
to be paid or payable on account of interest, and 
any amount deemed by reason of this. paragraph 
to be a payment of interest shall, be deemed _to 
have been .an amount paid or payable, as the case 
may be, pursuant to a legal obligation to pay. in- 
terest in respect of the year on the borrowed 
money; 


(f) at the time of the expiration or cancellation of 
the lease, the assignment of the-lease or the sub- 
lease of the property by the lessee, the lessee 
shall (except where subsection (4) applies) be 
deemed to have disposed of the property at that 
time for proceeds of disposition equal to the 
amount, if any, by which 


(i) the total. of 


(A) the amount referred to in paragraph 
(c), and 


(B) all amounts received or receivable by 
the lessee in respect of the cancellation or 
assignment of the lease or the sublease of 
the property 
exceeds 
(ii) the total of 


(A) all amounts deemed under paragraph 
(e) to have been paid or payable, as the 
case may be, by the lessee on account of 
the principal amount of the borrowed 
money, and 

(B) all amounts paid or payable by or on 
behalf of the lessee in respect. of the can- 
cellation or assignment of the lease or the 
sublease of the property; 


(g) for the purposes of subsections 13(5.2) and 
(5.3), each amount paid or payable by or on be- 
half of the lessee that would, but for this subsec- 
tion, have been an amount.paid-or payable for the 
use of, or the right to use, the property shall be 
deemed to have been deducted in computing the 
lessee’s income as an amount paid or payable by 
the lessee for the use of, or the right to use, the 
property after the particular time; 


(h) any amount paid or payable by or on behalf of 
the lessee in respect of the granting or assignment 
of the lease or the sublease of the ‘property that 
would, but for this paragraph, be the capital cost 
to the lessee of a leasehold interest 1n the prop- 
erty shall be deemed to be an amount paid or pay- 
able, as the case may be, by the lessee for the use 
of, or the right to use, the property for the. remain- 
ing term of the lease; and 


(i) where the lessee elects under this subsection in 
respect of a property and, at any time after the 
lease was entered. into, the owner of the property 
is a non-resident person who does not hold the 
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lease in the course of carrying on a business 
through a permanent establishment in Canada, as 
defined by regulation, any income from which is 
subject to tax under this Part, for the purposes of 
this subsection the lease shall be deemed to have 
been cancelled at that time. 


Related Provisions: 16.1(5)— Replacement — property; 
16.1(6) — Additional property; 16.1(7) — Renegotiation of lease. 


History: That portion of subsec. 16.1(1) preceding para. (e) substi- 
tuted by 1994, c. 7, Sch. II (1991, c. 49), subsec. 12(1), applicable 
to leases and subleases entered into after 10 p.m. EDST, April 26, 
1989, other than 


(a) leases entered into under an agreement in writing entered 
into at or before 10 p.m. EDST, April 26, 1989 under which the 
lessee thereunder has the right to require the lease of the prop- 
erty, and 


(b) subleases of properties that are subject to leases described in 
paragraph (a) or to leases entered into at or before 10 p.m. 
EDST, April 26, 1989, 


except that, with respect to leases and subleases entered into after 
10 p.m. EDST, April 26, 1989 and before June 12, 1989, the subsec. 
shall be read without reference to the words “resident in Canada (or 
from a non-resident person who holds the lease in the course of car- 
rying on a business through a permanent establishment in Canada, 
as defined by regulation, any income from which is subject to tax 
under this Part)” and the words “‘and with whom the lessee was 
dealing at arm’s length”, and, with respect to leases and subleases 
entered into after June 11, 1989 and before July 13, 1990, the sub- 
sec. shall be read without reference to cl. (d)(i)(A), to the words 
“the earlier of’ and to the words “any income from which 1s subject 
to tax under this Part”. That portion of subsec. 16.1(1) formerly 
read: 


16.1 (1) Leasing properties — Where, at any particular 
time, a taxpayer (in this section referred to as the “‘lessee”’) 
has leased tangible property (other than prescribed property) 
that would, if the lessee had acquired the property, have been 
depreciable property of the lessee, from a person resident in 
Canada. (or from a person not resident in Canada where the 
lease is held in the course of carrying on’a business through a 
permanent establishment in Canada, as defined ‘by regulation) 
who owns the property and with whom the lessee was dealing 
at arm’s length (in this section referred to as the “lessor”) for 
a term of more than one year, if the lessee and the lessor have 
jointly elected by filing the prescribed form with their returns 
of income under this Part for their respective taxation years 
that include the time at which the lease was entered into, the 
following rules apply for the purposes: of computing the in- 
come of the lessee for the taxation year that includes the par- 
ticular time and for all subsequent taxation years: 


(a) the lease shall be deemed not to be a lease; 


(b) the lessee shall be deemed to have acquired the prop- 
erty from the lessor at the particular time at a cost equal 
to its fair market value at that time; 


(c) the lessee shall be deemed to have borrowed money 
from the lessor at the particular time, for the purpose of 
acquiring the property, in a principal amount equal to the 
fair market value of the property at that time; 


(d) interest shall be deemed to accrue on the principal 
amount of the borrowed money outstanding from time to 
time; compounded semi-annually, not'in advance, at the 
prescribed rate in effect at the particular time (or, where a 
particular lease provides that the amount paid or payable 
by the lessee for the use of, or the right to use, the prop- 
erty varies according to prevailing interest rates in effect 
from time to time, and the lessee so-elects, in respect of 
all of the property that is subject to the particular lease, in 
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the lessee’s return of income under this Part for the taxa- 
_tion year of the lessee in which. the particularlease was 
entered into, the prescribed rate that is, in effect at the 
time the interest is being calculated); 
Para. 16.1(1)@) substituted by 1994, c. 7, Sch. Il (1991, c. 49), sub- 
sec. 12(2), applicable to leases and subleases entered into after June 
11, 1989, other than ‘d 
(a) leases entered into under an agreement. in writing entered 
into at or before 10 p.m. EDST, April 26, 1989 under which the 
lessee thereunder has the right to require the lease of Ws prop- 
erty, and 
(b) subleases of properties that are subject to leases described in 
paragraph (a) or to leases entered into at or before 10 p.m. 
EDST, April 26, 1989, 


except that, with respect to such leases and subleases entered into 

before July 13, 1990, para. (i) shall be read without reference to the 

words “any income from which is subject to tax under this Part”. 

Para. 16.1(1)G) formerly read: 
(i) where the lessee has made an election under this subsec- © 
tion in respect of a property and, at any time after the lease 
was entered into, the owner’ of the property is a person not 
resident in Canada (except where the person holds the lease 
in the course of carrying on a business through a permanent 
establishment in Canada, as defined by regulation), for the 
purposes of this subsection, the lease shall be deemed to have 
been cancelled. at that time. 


Pre-RSC History: See at end of s. 16.1. 


Regulations: 1100(2)(a)(vi) — Half-year CCA rule inapplicable 
to property deemed acquired by 16.1(1)(b); 4302 (prescribed rate of 
interest for 16.1(1)(d)); 8200 (prescribed property), 8201 (perma- 
nent establishment). 


Forms: T2145: Election in respect of the leasing of property. 


(2) Assignments and subleases — Subject to 
subsections (3) and (4), where at any particular time 
a lessee who has made an election under subsection 
(1) in respect of a leased property assigns the lease 
or subleases the property to another person (in this 
section referred to as the “‘assignee’’), 


(a) subsection (1) shall not apply in computing 
the income of the lessee in respect of the lease for 
any period after the particular time; and 


(b) if the lessee and the assignee jointly elect in 
prescribed form filed with their returns of income 
under this Part for their respective taxation years 
that include the particular time, subsection (1) 
shall apply to the assignee as if 


(1) the assignee leased the Bicsultoy at the par- 
ticular time from the owner of the property for 
a term of more than one year, and 


(ii) the assignee and the owner of the property 
jointly elected under subsection (1) in respect 
of the property with their returns of income 
under this Part for their respective taxation 
years that include the particular time. 

History: Para. 16.1(2)(b) substituted by 1994, c. 7, Sch. il (1991, oF 


49), subsec. 12(3), applicable to leases. and subleases entered into 
after 10 p.m. EDST, April 26,1989, other than 


(a) leases entered into pursuant to an agreement in writing en- 
tered into at or before 10 p.m. EDST, April 26, 1989 under 
which the lessee thereunder has the right to re the lease of 
the property, and 
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(b) subleases of properties that are subject to leases described in 
paragraph (a) or to leases entered into at or before 10 p.m. 
EDST, April 26, 1989. 


Para. 16.1(2)(b) formerly read: 


(b) if the lessee and the assignee have jointly elected by filing 
the prescribed form with their returns of income under this 
Part for their respective taxation years that include the time.at 
which the assignment or sublease was entered into, subsec- 
tion (1) shall apply to the assignee as if the assignee leased 
the property at that time from the owner of the property for a 
term of more than one ‘year. 


Pre-RSC History: See at end of s. 16.1. 


Forms: T2146: Election in respect of assigned leases or subleased 
property. 


(3) Idem — Subject to subsection (4), where at any 
particular time a lessee who has made an election 
under subsection (1) in respect of a leased property 
assigns the lease or subleases the property to another 
person with whom the lessee is not dealing at arm’s 
length, the other person shall, for the purposes of 
subsection (1) and for the purposes of computing 
that person’s income in respect of the lease for any 
period after the particular time, be deemed to be the 
same person as, and a continuation of, the lessee, ex- 
cept that, notwithstanding paragraph (1)(b), that 
other person shall be deemed to have acquired the 
property from the lessee at the time that it was ac- 
quired by the lessee at a cost equal to the amount 
that would be the lessee’s proceeds of disposition of 
the property determined under paragraph (1)(f) if 
that amount were determined without reference to 
clauses (1)(f)(1)(B) and (i1)(B). 


(4) Amalgamations and windings-up — Not- 
withstanding subsection (2), where at any time a par- 
ticular corporation that has made an election under 
subsection (1) in respect of a lease assigns the lease 


(a) by reason of an amalgamation (within the 
meaning assigned by subsection 87(1)), or 


(b) in the course of the winding-up of a Canadian 
corporation in respect of which subsection 88(1) 
applies, 


to another corporation with which it does not deal at 
arm’s length, the other corporation shall, for the pur- 
poses of subsection (1) and for the purposes of com- 
puting its income in respect of the lease after that 
time, be deemed to be the same person as, and a con- 
tinuation of, the particular corporation. 


(5) Replacement property — For the purposes of 
subsection (1), where at any time a property (in this 
subsection referred to as a “replacement property’) 
is provided by a lessor to a lessee as a replacement 
for a similar property of the lessor (in this subsection 
referred to as the “original property”) that was leased 
by the lessor to the lessee, and the amount payable 
by the lessee for the use of, or the right to use, the 
replacement property is the same as the amount that 
was so payable in respect of the original property, 
the replacement property shall be deemed to be the 
same. property as the original property. 
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History: See under subsec. 16.1(7). 


(6) Additional. property — For the purposes. of 
subsection (1), where at any. particular time 


(a) an addition or alteration (in this subsection re- 
ferred to as “additional property”) is made by a 
lessor to a property (in this subsection referred to 
as the “original property”) of the lessor that is the 
subject of a lease, 


(b) the lessor and the lessee of the original prop- 
erty have jointly elected under subsection (1) in 
respect of the original property, and 


(c) as a consequence of the addition or alteration, 
the total amount payable by the lessee for the use 
of, or the right to use, the original property and 
the additional property exceeds the amount so 
payable in respect of the original property, 


the following rules apply: 


(d) the lessee shall be deemed to have leased the 
additional property from the lessor at.the particu- 
lar time, 


(e) the term of the lease of the additional property 
shall be deemed to be greater than one year, 


(f) the lessor and the lessee shall be deemed to 
have jointly elected under subsection (1) in re- 
spect of the additional property, 


(g) the prescribed rate in effect at the particular 
time in respect of the additional property shall be 
deemed to be equal to the prescribed. rate in effect 
in respect of the original property at the particular 
time, 


(h) the additional property shall be deemed not to 
be prescribed property, and 


(1) the excess referred to in paragraph (c) shall be 
deemed to be an amount payable by the lessee for 
the use of, or the right to use, the additional 
property. 

History: See under subsec. 16.1(7). 


Regulations: 4301 (prescribed rate for 16.1(6)(g)); 4302 (pre- 
scribed rate for 16.1(6)(d). 


(7) Renegotiation of lease — For the purposes of 
subsection (1), where at any time: 


(a) a lease (in this subsection referred to as the 
“original lease’) of property is renegotiated in the 
course of a bona fide renegotiation, and 


(b) as a result of the renegotiation, the amount 
payable by the lessee of the property for the use 
of, or the right to use, the property is altered in 
respect of a period after that time (otherwise than 
because of an addition or alteration to which sub- 
section (6) applies), 

the original lease shall be deemed to have expired 


and the renegotiated lease shall be deemed to be a 
new lease of the property entered into at that time. 


Related Provisions: 16(1)— Income and capital combined; 
20(1)(c) — Deductions permitted — interest. 


S. 16.1(7) 


History: Subsecs. 16.1(5)-(7) added by 1994, c..7, Sch. Il (1991, ¢. 
49), subsec. 12(4), applicable to leases and subleases entered into 
after 10 p.m. EDST, April 26, 1989, other than — 


(a) leases entered into pursuant to an agreement in writing en- 
tered into at or before 10 p.m..EDST, April 26, 1989 under 
which the lessee thereunder has the right to require the lease of 
the property, and 


(b) subleases of properties that are subject,.to leases described in 
paragraph (a) or to leases entered into at or wood 10 p.m. 
EDST, April 26, 1989. 


Pre-RSC History: S. 16.1 added by 1990, c. 39, s. 7, applicable 
with respect to leases and subleases entered: into after 10 p.m. | 
EDST, April 26, 1989, other than 


(a) leases entered into pursuant to an agreement in writing en- 
tered into at or before 10 p.m. EDST, April 26, 1989 under 
which the lessee has the right to require the lease of the prop- 
erty, and 


(b) subleases of properties that are subject to leases described in 
paragraph (a) or to leases entered into at or before 10° p.m. 
EDST, April 26, 1989, 


except that, with respect to leases and subleases entered into after 
10 p.m. EDST, April 26, 1989 and before June 12, 1989, subsec. 
16.1(1) shall be read without reference to para. (i), the words “resi- 
dent in Canada (or from a person not resident in Canada where the 
lease is held in the course of carrying on a business through a per- 
manent establishment in Canada, as defined by regulation): and the 
words “and with whom the lessee was dealing at arm’s length”. 


Definitions [s. 16.1]: “amount” — 248(1); “arm’s length” — 
251(1); “borrowed money”, “business” — 248(1); “Canada” — 
255; “depreciable property” —- 13(21), 248(1); “lessee”, “lessor” — 
16.1(1); “person”, “prescribed”, “principal amount”, “property” — 
248(1); * “¢ ; “taxation year’ — 11(2), 249; 
“taxpayer” — 248(1). i ! 


Regulations [s. 16.1]: 4302 (prescribed i interest Hate), 8200 (pre- 
scribed property). 


17. (1) Loan to non-resident — Where a corpora- 
tion resident in Canada has lent money to a non-resi- 
dent person and the loan remained outstanding for 
one year or longer without interest on the loan com- 
puted at a reasonable rate having been included in 
computing the lender’s income, the corporation shall 
be deemed to have received, on the last day of each 
taxation year during which the loan was outstanding, 
interest on the loan at the prescribed rate computed © 
for the period in the taxation year during which it 
was outstanding. 


Income Tax Act, Part I, Div. B 


Related Provisions: 17(2), (3) — Exceptions; 218 Pere tion re 
loan from non-resident to wholly-owned subsidiary. _ 


Pre-RSC History: Subsec. 17(1) substituted by 1985, c. 45, s. 8. 
Subsec: 17(1) formerly read: 


17. (1) Loan to non-resident person — Where a corpora- 
tion resident in Canada has loaned money to a non-resident — 
person and the loan has remained outstanding for one year or 
longer without interest at a reasonable rate having been. in- 
cluded in computing the lender’s income, interest thereon, 
computed at a prescribed rate per annum for the taxation year 
or part of the year during which the loan was, outstanding, 
shall, for the purpose of computing the lender’s income, be 
deemed to have been received by the lender on the last day of 
each taxation year during all or pice = which the loan has 
been outstanding. : 


Subsec. 17(1) substituted by 1977-78, c. 1, s2/10, sippniodbte with 
respect to the computation of interest deemed to have been-received 
by. a lender after. December 31, 1978, to substitute: “a Pease’ 
rate” for “S%”. 


Selected Cases [subsec. 17(1)]. Liveuset Holdings vy ands 
[1996] 3 C.T.C. 246 (FCTD) (Deemed interest never received al- 
lowed as bad debt); Upper Lakes Shipping Ltd: ve MNR, {1993} 1 
C.T.C. 2011 (TCC) (5 per cent was reasonable rate of interest on 
loan made before 1979), 


Regulations: 4301(c) (prescribed rate of interest). 


(2) Exception — Subsection (1) does not apply if a 
tax has been paid on the amount of the loan under 
Part XUL. 


(3) Further exception — Subsection (1), does not 
apply if the loan was made to a subsidiary controlled 
corporation and it is established that the money. that 
was lent was used: in the subsidiary corporation’s 
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business for the purpose of gaining or producing 
‘income, 


Related Provisions: 247(7) — Loan described in 17(3) not sub- 


ject to transfer pricing rules. 


Selected Cases [subsec. 17(3)]: Massey-Ferguson Ltd. v. The 
Queen, 1977] C.T.C. 6 (FCA) (Subsection. 19(3) [now subsection 
-17(3)], applies to loan made through subsidiary where. latter’s func- 
tions include genuine business purpose of financing group compa- 
_mies; interest not assessed to parent). 

Definitions [s. 17]: “business” — 248(1); “Canada” — 255; “‘cor- 
poration” — 248(1), Interpretation Act 35(1); “non-resident”, “per- 
son”, “prescribed” — 248(1); “resident in Canada” — 250; “subsid- 
jiary controlled corporation” — 248(1); “taxation year” — 249, 


Deductions 


18. (1) General limitations — In computing the 
income of a taxpayer from.a business or property no 
deduction shall be made in respect of 


(a) general limitation — an outlay or expense 
except to the extent that it was made or incurred 
by the taxpayer for the purpose of gaining or pro- 
ducing income from the business or property; 


Related Provisions: 18(9)— Limitation re prepaid expenses; 
20(1) — Deductions permitted; 20(16)— Terminal loss; 21(1) — 
Cost of borrowed money; 26(2) — Banks; 67 — Unreasonable ex- 
penses not allowed; 67.1 — 50% limit on expenses for food and en- 
tertainment; Reg. 1102(1)(c) — No CCA unless property acquired 
for purpose of gaining or producing income. 


Selected Cases [para. 18(1)(a)]: 65302 British Columbia v. 
Canada, [1998]. 1 C.T.C..131 (FCA); rev’ g [1995].2,C.T.C., 2294 
(TCC) (Levies imposed on intentional over-production not 
deductible); Hickman Motors Ltd. v. R., [1998] 1 C.T.C. 213 (SCC) 
(Property retains depreciable character in hands of transferee on 
winding-up, if not used for other purposes); Sunys Petroleum Ltd. v. 
Canada, [1996] 3 C.T.C. 2931 (TCC) (“Avoidable” penalties may 
not be deductible); Thiele Drywall Inc. v. Canada, [1996] 3 C.T.C. 
2208 (TCC) (Nature of participation in tax evasion scheme was 
such that legal expenses to defend were not deductible); Buck 
Consultants Ltd. v. Canada, [1996] 3 C.T.C. 2016 (TCC) (Deduc- 
tion of “notional” rent during rent-free period disallowed, despite 
compliance with GAAP); Donohue Normick Inc. v. Canada, [1995] 
E.T.C. 2158; 96 D.T.C. 6061 (FCA) (Checklist of factors for deter- 
mining whether payment is capital or income in nature); Northwood 
Pulp & Timber Ltd. v. Canada, [1996] 2 C.T.C, 2123. (TCC) (Esti- 
mated.costs not related to cost of product were period costs); Adams 
v. Canada, [1996] 1 C.T.C. 2916 (TCC) (Inducement payments 
were for purpose of gaining or producing income); Canderel Ltd. v. 
Canada, [1995] 2 C.T.C, 22 (FCA) (Matching principle of account- 
ing has status of legal principle); Société Immobiliére SSQ Inc. v. 
MNR, [1993] 1 C.T.C. 2029 (TCC) (Costs incurred by partnership 
before taxpayer’s acquisition of interest therein not deductible; con- 
tracts not retroactive); Xuereb (G.L.) v. Canada, [1992] 2 C.T.C. 
2132 (TCC) (Pre-incorporation start-up expenses deductible to tax- 
payer transferring business to corporation); Moloney v. Canada, 
[1992] 2 C.T.C. 227 (FCA); leave to appeal to SCC refused (1993), 
154: NR 244 (note) (Sole purpose of activity was to obtain tax re- 
funds, not to earn income); Utah Mines Ltd. v. The Queen, [1992] 1 
C.T.C. 306 (FCA) (Deduction for mineral royalties paid to provin- 
cial government disallowed despite article II of Canada-U.S. Tax 
Convention); Goulard v. MNR, {1992] 1 C.T.C. 2396 (TCC) (nter- 
est expenses in respect of share purchase arose from legal obligation 
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to repay borrowed money for purpose of earning income); Symes v. 
Canada, [1991] 2 C.T.C. 1 (FCA); aff'd [1994] 1 C.T.C. 40.(SCC) 
(Child care expenses not business expenses; taxpayer not entitled to 
deduct such expenses in excess. of statutory limits established in 
section 63); Canada v. Young, [1989] 1 C.T.C. 421 (FCA) (Cost of 
subscriptions to investment publications by portfolio 
owner/manager not deductible); Morflot Freightliners Ltd. v. Can- 
ada, [1989] 1 C.T.C. 413 (FCTD) (Amounts advanced by parent to 
subsidiary were capital outlays to preserve enduring asset) ; 
Madronich y. MNR, [1989] 1 C.T.C. 247 (FCTD) (Systematic tree 
farming with reasonable expectation of profit in 50 years was 
business). 


Interpretation Bulletins: IT-80: Interest on money borrowed to 
redeem shares, or to pay dividends; IT-99R4: Legal and accounting 
fees; IT-104R2: Deductibility of fines or penalties; IT-153R3: Land 
developers — subdivision and development costs and carrying 
charges on land; IT-185R: Losses from theft, defalcation or embez- 
zlement; IT-211R: Membership dues — associations and ‘societies; 
IT-223: Overhead expense insurance vs. income: insurance; IT- 
233R: Lease-option agreements; sale-leaseback agreements; IT- 
261R: Prepayment of rents; IT-265R3: Payments of income and 
capital combined; IT-316: Awards for employees’ suggestions and 
inventions; IT-339R2: Meaning of “private health services plan”; 
IT-341R3: Expenses of issuing or selling shares, units in a trust, in- 
terests in a partnership or syndicate, and expenses of borrowing 
money; IT-348R: Costs incurred in conversion to metric measure- 
ment; IT-364: Commencement. of business operations; IT-373R: 
Farm woodlots and tree farms; IT-389R: Vacation-with-pay plans 
established under collective agreements; IT-461: Forfeited deposits; 
IT-467R: Damages, settlements and similar payments; IT-475: Ex- 
penditures on research and for business expansion; IT-487: General 
limitation on deduction of outlays or expenses; IT-521R: Motor ve- 
hicle expenses claimed by self-employed individuals; [T-525R: Per- 
forming artists. 


Information Circulars: 77-11: Sales tax reassessments. 
I.T. Technical News: No. 12 (meals and beverages at golf clubs). 


Advance Tax Ruling: ATR-4: Exchange of interest rates; ATR- 
20: Redemption premium on debentures; ATR-21: Pension benefit 
from an unregistered pension plan; ATR-23: Private health services 
plan; ATR-45: Share appreciation rights plan; ATR-50: Structured 
settlement. 

Forms: T2032: Statement of professional activities; T2124: State- 
ment of business activities; T2130: Reconciliation of net income per 
financial statements with net income for tax purposes. 


(b) capital outlay or loss — an outlay, loss or 
replacement of capital, a payment on account of 
capital or an allowance in respect of depreciation, 
obsolescence or depletion except as expressly 
permitted by this Part; 


Related Provisions: 14(5)‘eligible capital expenditure” — Defi- 
nition includes amounts deductible under 20(1)(b); 20(1) — Deduc- 
tions permitted; 20(10) — Convention expenses; 20(16) — Termi- 
nal loss; 24(1) — Ceasing to carry on business; 26(2) — Banks; 
30 — Clearing land, levelling land and laying tile drainage ; 
37(1)(b) — Deductible R&D expenditures on capital. 


Selected Cases [para. 18(1)(b)]: Sherway. Centre Ltd. v. Can- 
ada, [1996] 3 C.T.C. 2687 (TCC) (“Participating” interest was not 
“interest’”); Park Royal Shopping Centre Limited v. Canada, [1995] 
2 C.T.C. 2117 (TCC) (Architect’s fees for proposed contruction of 
building which was abandoned not deductible); Boulangerie St- 
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Augustine Inc. v. Canada, [1995] 2 C.T.C. 2149 (TCC) (Cost ‘of 
shareholder communications on take-over bid deductible); Kamsel 
Leasing Inc. v. MNR, [1993] 1 C.T.C. 2279 (TCC) (Agreement 
treated as “sale” not “lease” where option to acquire property at end 
of term substantially below probable market value). 


Interpretation Bulletins: IT-99R4: Legal and accounting fees; 
IT-104R2: Deductibility of fines or penalties; IT-143R2; Meaning 
of “eligible capital expenditure”; IT-187: Purchase of customer lists 
and ledger accounts; IT-233R: Lease-option agreements; sale-lease- 
back agreements; IT-261R: Prepayment of rents; IT-285R2: Capital 
cost allowance — general comments; IT-341R3: Expenses of issu- 
ing or selling shares, units in a trust, interests in a partnership or 
syndicate, and expenses of borrowing money; IT-357R2: Expenses 
of training; IT-364: Commencement of business operations; IT- 
467R: Damages, settlements and similar payments; IT-475: Ex- 
penditures on research and for business expansion. 


I.T. Technical News: No. 5 (lease agreements). 


Advance Tax Ruling: ATR-20: Redemption premium on deben- 
tures; ATR-SO: Structured settlement; ATR-59: Financing explora- 
tion and development through limited partnerships. 


(c) limitation re exempt income — an outlay 
or expense to the extent that it may reasonably be 
regarded as. having been made or incurred for the 
purpose of gaining or producing exempt income 
or in connection with property the income from 
which would be exempt; 


Related Provisions: 81(1) — Exempt income; sb bellies 
come” — Definition excludes. dividends and support amounts. 


interpretation Bulletins: IT-341R3: Expenses of issuing or sell- 
ing shares, units in a trust, interests in a partnership or syndicate, 
and expenses of borrowing money; IT-467R: Dames settlements 
and similar payments. 


(d) annual value of property: — the annual 
value of property except rent for property. leased 
by the taxpayer for use in the taxpayer’s business; 


(ec) reserves, etc. — an amount as, or on ac- 
count of, a reserve, a contingent liability or 
amount or a sinking fund except as expressly. per- 
mitted by this Part; 
Related Provisions: 20(1)(1), (1.1), (m), (m.1), (n), (0) — 
Reserves specifically allowed; 20(26) —- Deduction for unpaid 
claims reserve adjustment;. 40(1)(a)(ii1) — Capital gains. reserve; 
61.2-61.4 — Reserves re forgiven debt included in income. 
Pre-RSC History: Para. 18(1)(e) substituted by 1988; c. 55, sub- 


sec. 10(1), applicable to taxation. years commencing after June 
1988. Para. 18(1)(e) formerly read: 
(e) reserves, etc. — an amount transferred or credited to a 
reserve, contingent account or sinking fund except as ex- 
pressly permitted by this Part; 
Selected Cases [para. 18(1)(e)]: Barbican Properties Inc.. v. 
Canada, [1997] 1 C.T.C. 2383 (FCA) (Deferred interest held to be 
contingent and not deductible); Co-operators General Insurance 
Cos VMN, (1993 CL Ce 2316 (Tee) (Contingent premiums 
not deductible expense “‘incurred’”’). 


Interpretation Bulletins: [T-109R2: Unpaid amounts; IT-215R: 
Reserves, contingent accounts and sinking funds; IT-321R: Insur- 
ance agents and brokers — unearned commissions; IT-442R: Bad 
debts and reserves for doubtful debts; IT-467R: Damages, settle- 
ments and similar payments. 


Advance Tax Ruling: ATR-S50: Structured settlement. 
(e.1) unpaid claims under insurance poli- 


cies — an amount in respect of claims that were 
received by an insurer before the end of the year 
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under insurance policies and that are unpaid at 
the end of the year, except as expressly permitted 
by this. Part; 

Related Provisions: 20(7)(c) — Policy reserves foe! insurance 


corporations; 20(26) — Deduction for unpaid claims reserve adjust- 
ment; 138(3)(a)(ii) — Reserves in respect of life insurance claims. 


Pre-RSC History: Para. 18(1)(e.1) added by 1988, c.-55,:subsec. 
10(2), applicable to taxation years commencing after June 17, 1987 
that end after 1987. , 


-(f) payments on discounted bonds an 
amount paid or payable as or on account of the 
principal amount of any obligation described in 
paragraph 20(1)(f) except as expressly permitted 
by that paragraph; 

Interpretation Bulletins: IT-341R3: Expenses of issuing or sell- 


ing shares, units in a trust, interests in a partnership or OA 
and expenses of borrowing money. 


(g) payments on income bonds —an 
amount paid by a corporation as interest or other- 
wise to holders of its income bonds or income de- 
bentures unless the bonds or debentures have 
been issued or the income provisions thereof 
have been adopted since 1930 


(i) to afford relief to the debtor from financial 
difficulties, and 


(ii) in place of or as an amendment to bonds 

or debentures that at the end of 1930 provided 

unconditionally for a fixed rate of interest; 
Related Provisions: 15(3); (4) — Interest or dividend on income 


bond or debenture; 15.1(2)(a); 15.2(2)(a) — Parallel rules for small 
business development bonds and small business bonds: 


Interpretation Bulletins: IT-52R4: 
debentures: 


‘(h) personal and living expenses — per- 
sonal or living expenses of the taxpayer, other 
than travel expenses incurred by the taxpayer 
while away from home in the course of carrying 
on the taxpayer’s business; 


Income bonds and 


Related Provisions: 20(1)— Deductions permitted; 20(16) — 
Terminal loss; 56(1)(o)(i) — No deduction for personal or: living 
expenses against research grant income; 67 — Unreasonable ex- 
penses not allowed; 67.1 — 50% limit on expenses for food and en- 
tertainment; 248(1)personal or living expenses” — Reasonable ex- 
pectation of profit required. ; 


Pre-RSC History: Para. 18(1)(h) substituted by 1988, c. 55, sub- 
sec. 10(3), applicable to expenses incurred and amounts paid or 
payable. after 1987. Para. 18(1)(h) formerly read: 


(h) personal or living expenses — personal or living ex- 
penses of the taxpayer except travelling expenses (including 
the entire amount expended for meals and lodging) incurred 
by the-taxpayer while away from home in the course of carry- | 
ing on his business; 


Selected Cases [para. 18(1)(h)]: Symes v. Canada, [1994] 1 


C.T.C. 40 (SCC) (Child-care expenses not deductible as business 
expenses); The Queen v. Cork, [1990] 2 C.T.C. 116 (FCA) (Office 
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expenses of self-employed draftsman operating out of home 
deductible); Sher v. The Queen, [1980] :‘C.T:C. 168 (FCTD) (Busi- 
ness expenses unsupported by receipts not deductible); Deutsch v. 
The Queen, [1979] C.T.C. 217 (FCFED) (Deductibility. of claimed 
expenses related to automobile, travel and office at home allowed in 
part, despite inflated expenses and confusion of records). 


Interpretation Bulletins: IT-143R2: Meaning of “eligible capital 
expenditure”; IT-223: Overhead expense insurance vs. income 'in- 
surance; IT-322R: Farm losses; IT-334R2:. Miscellaneous receipts; 
‘IT-341R3: Expenses of issuing or selling shares, units in a trust, in- 
terests in a partnership or syndicate, and expenses of borrowing 
money; IT-357R2: Expenses ‘of training; IT-373R: Farm woodlots 
and tree farms; IT-518R: Food, beverages and entertainment ex- 
penses; IT-521R: Motor vehicle expenses claimed, by self-employed 
individuals. ’ . 


Forms: T2032: Statement of sroneistbtial activities;' T2124: State- 
ment of business activities. 
(i) limitation re employer’s. contribution 
under 
benefit plan — an amount paid by an employer 
to a trustee under a supplementary, unemployment 
benefit plan except.as. permitted by section 145; 
Related Provisions: 20(1)(x); 145(5) — Employer’s' contribution 
to supplementary unemployment benefit plan deductible. 
(j) limitation re employer’s contribution 
under deferred profit sharing plan — an 
amount paid by an employer to a trustee under a 
deferred profit sharing plan except as erpressly 
permitted by section 147; 
Related Provisions: 
deductible. 
-(k) limitation re pignipidyer s conthiBiticn 
np aay profit sharing plan — an amount paid 
by an employer to.a trustee under a profit sharing 
plan that is not 


(i) an employees profit sharing plan, 
(i1) a deferred profit sharing plan, or 
(iii) a registered pension plan; 


Pre-RSC History: Subpara. 18(1)(k)(iii) amended by, 1990, Ca35, 
s. 29, to substitute “pension, plan” for “pension, fund or plan’, appli- 
cable after 1985. 


Interpretation Bulletins: IT- ‘502: Employee benefit « plas and 
employee trusts!’ 
(1) use of recreational facilities and club 
dues — an outlay or expense made or incurred 
by the taxpayer after 1971, 


(1) for the use or maintenance of Broperty that | 


is a yacht, a camp, a lodge or a golf course or 

facility, unless the taxpayer made or incurred 
the outlay or expense in the ordinary course of 
the taxpayer’s business of providing the prop- 
erty for hire or reward, -or 


(ii) as membership fees or dues (whether initi- 
ation fees or otherwise) in any club the main 
purpose of which is to provide dining, recrea- 
tional or sporting facilities for its members; 


Related Provisions: 8(1)(f)(vi)— Salesman’s expenses. 


Selected Cases [para. 18(1)(I)]:: The Queen v. C.LP. Inc., 
[1988] 1 C.T.C, 32. (FCTD): (Expenses of chartered vessel 
deductible); The Queen v. Jaddco:Anderson Ltd.; {1984] C.T.C..137 


supplementary. .unemployment | 


Miia Rae ei s DPSP contribution 
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(FCA) (Rental expenses for fishing lodge to entertain clients not 
deductible)... i 


Interpretation Bulletins: .IT-148R3: Recreational properties and 
club .dues; IT-211R: Membership dues — Associations and socie- 
ties; IT- ATOR: Employees’ fringe benefits. 


LT. Technical News; No. 12 (meals and tego ye at golf clubs). 


-€.1) Petroleum and Gas Revenue Tax Act 

payments — any amount paid or that became 

payable in the year to Her Majesty in’ right° of 

Canada by virtue of an obligation imposed under 

the Petroleum and Gas Revenue Tax Act; 
Related Provisions: 53(1)(e)(i)(A.1), 53(2)(¢)G)(A. 1) — Adjust- 
ments to cost base — interest in partnership; 104(29) — Amounts 
deemed: payable to: beneficiaries; 208 -— Taxon certain royalties 
payable by tax-exempt person; 219(1)(k) — Reduction in branch 
tax. . : 


Pre- RSC History: Para. 18(1)(.1) added by 1980-81-82-83, c. wee, 
s. 114, applicable to’ 1981 et seq. 


(m) royalties, etc. — any amount (other than a 
prescribed amount) paid or payable by virtue of 
an obligation imposed by statute or a contractual 
obligation substituted: for an obligation imposed 
by statute to 


(i) Her Majesty in right of Canada or a 
province, 


(i) an agent of Her Majesty in rah of Canada 
or a province, or 


(iii) a corporation, commission or association 
that is controlled by Her Majesty in right of 
Canada or a province or by an agent of Her 
_Majesty in right of Canada or a province 


as a royalty, tax ‘(other than a tax or portion of a 
‘tax that can reasonably be considered to be a mu- 
nicipal or school tax), lease rental or bonus or as 
an amount, however described, that can reasona- 
bly be regarded as being in lieu of any such 
amount, or in respect of the late payment or non- 
payment of any such amount, and that can rea- 
-sonably be regarded as being in relation to — 


(iv) the acquisition, development or owner- 
ship of a Canadian resource property, or 


(v) the production in Canada 


(A) of petroleum, natural gas or related hy- 
drocarbons from a natural accumulation of 
petroleum or natural gas (other than a min- 
eral resource) located in Canada or from 
an oil or gas well located 1 in Canada, 


: (B) of sulphur from a natural accumulation 
of petroleum or natural gas located in Can- 
ada, from an oil or gas well located in Can- 
ada or from a mineral resource located in 
Canada, 


(C) to any stage that is not beyond the 
prime, metal stage or its equivalent, of 
metal, minerals (other than iron or petro- 
leum or related hydrocarbons) or coal from 
a mineral resource located in Canada, 
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(D) to any stage that is not beyond the pel- 
let stage or its equivalent, of iron from‘a 
mineral resource located in Canada, or 


(E) to any stage that is not beyond the 
crude oil stage or its equivalent, of petro- 
leum or related hydrocarbons from tar 
sands from. a mineral. resource located in 
Canada; 


Related Provisions: 12(1)(0) — Royalties, etc.; to be included in 
income; 66.2(5)“Canadian development expense’ (e); 66.4(5)“Cana- 
dian oil and gas property expense”(a); 80.2 — Reimbursement by 
taxpayer; 104(29) — Amounts deemed payable to beneficiaries; 
208 — Tax on certain royalties payable by tax-exempt person; 
219(1)(k) — Reduction in branch tax; Jnterpretation Act 8(2.1), 
(2. poo peaa cttw to exclusive economic zone and: continental 
shelf. 


History: The portion of para. 18(1)(m) following subpara. (iii) 
amended by 1997, c. 25, subsec. 4(1), applicable to taxation years 
that begin after 1996. That portion. formerly read: 


as.a royalty, tax (other than a tax or portion.of a tax. that may 
_teasonably be considered to be a municipal or school tax), 
“lease rental or bonus or as an amount, however described, 
that may reasonably be regarded as being in lieu of any such 
amount, and that‘may reasonably be regarded as being in rela- 
tion to 


(iv) the acquisition, development or ownership of a Cana- 
dian resource property, or 


(v) the production in Canada of 


(A) petroleum, natural gas ‘or related hydrocarbons 
from a natural accumulation of petroleum or natural 
gas in Canada, other than a mineral resource, OF from 
an oil or .gas well in Canada, 


(B) metal, minerals (other than iron or bspabeien or 
related hydrocarbons) or coal from a mineral re- 
source in Canada to any stage that is not beyond the 
prime metal. stage or its equivalent, 


(C) iron. from, a mineral resource in Canada to any 
stage that is not beyond the pellet. stage or .its 
equivalent; or 


(D) petroleum or related hydrocarbons from tar sands 
from a mineral resource in Canada to any stage that 
is not beyond the crude oil stage or its equivalent; 


Cl. 18(1)(m)(v)(B) substituted by 1994, c. 7, Sch Il (1991, c. 49), 
subsec. 13(1), applicable to amounts becoming payable after July 
13,1990. Cl. (v)(B). formerly read: 


(B) metal or minerals, other than iron or petroleum or related 
hydrocarbons, from a mineral resource in Canada to any stage 
that is not beyond the prime metal stage or its equivalent, 


Pre-RSC History: Subpara.18(1)(m)(iii) amended by 1988, c. 55, 
subsec. 10(4), to. substitute “controlled by” for “controlled, directly 
or indirectly in any manner whatever, by”, applicable to taxation 
years commencing after 1988. 


Cl. 18( 1)(m)(v)(A) amended to add “from a natural eatin of 
petroleum or naturai gas in Canada (other than a mineral resource) 
or’ by 1986, c. 6, subsec. 12(1), applicable with respect to amounts 
paid ‘or that become payable after March 1985.: 


Subpara. 18(1)(m)(iv) substituted by 1985, c. 45, subsec. 9(1), to 
delete “or a property that would. have been a,Canadian resource 
property if it had been acquired after 1971” from the conclusion of 
the subpara., applicable to taxation years commencing after 1984. 


Cls. 18(1)(m)(v)(A), (B) substituted and (C), (D) added by 1985, c. 
45, subsec. 9(2), applicable with respect to amounts payable after 
1984. Cls. (v)(A), (B) formerly read: 
(A) petroleum, ‘natural gas or related: hydrocarbons from a 
mineral resource in Canada or an oil or gas well in Canada, or 
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(B) metal or minerals, to any stage that is not beyond the 
prime metal stage or its eahivelonte? from a mineral resource, 
in Canada; 


All that’ portion of para. 18( 1)(m) preceding subpara. (i) wht sub- 
para. 18(1)(m)(v) substituted by 1980-81-82-83, c. 140, subsecs. 
11(1), (2). The portion preceding subpara. (i) of para. 18(1)(m) is 
applicable with respect to amounts paid or that became payable af- 
ter May 6, 1974 in respect of the period: after that date. Subpara. 
18(1)(m)(y) is by, 1984, c. 1, s. 109 (deemed to have come into force 
on March 30, 1983) applicable in respect of amounts paid or that 
became payable after December 31, 1982 in respect of the period 
after that date. Those portions of para. (m) formerly read: 


(m) any amount (other than a prescribed amount) paid or that 
became payable in the year by virtue of an obligation im- 
posed by statute or a contractual obligation substiure for an 
obligation imposed by statute to ; 


) the production in Canada of 


(A) petroleum, natural gas or related hydrocarbons, 
or : 


(B) metal or minerals to any stage that is not beyond 
the prime metal stage or its: equivalent 


from an oil-or gas well or mineral resource situated on. 
property in Canada from which the taxpayer. had, at the 
time of such production, a right to take or remove petro- 
leum, natural gas or related hydrocarbons or a Tight to 
take or remove metal or minerals; 


“All that portion of para. 18(1)(m) preceding subpara. (i) substituted 


by 1977-78, c. 1, subsec. 11(1), applicable in respect of amounts 
paid or that became payable after May 6, 1974 in Serer of the 
period after that date. 


All that portion of para. 18(1)(m) following subpara. (iii) salbétitutéd 
by 1976-77, c..4, subsec. 4(1), applicable with respect to amounts 
described in para. 18(1)(m), that are paid or payable, and with re- 
spect to the fair market value of property referred to therein that is 
paid or payable, after May 25, 1976. That Oe of para. (m) for- 
merly read: 


as a royalty or an equivalent amount, tax (other than a tax or 
portion thereof that may reasonably be considered to be a mu- 
nicipal or school tax levied for the purpose of providing ser- 
vices in the immediate, area of the property of the taxpayer), 

rental, bonus, levy or otherwise or as an amount, however de- 
scribed, that may reasonably be regarded as being in lieu of a 
royalty or an equivalent amount, tax, rental, bonus, levy or 
other amount (whether such royalty or equivalent amount, 
tax, rental, bonus, levy or other amount’ is paid or payable: 
pursuant to any other Act or a contract) that may reasonably 
be regarded as being in relation to 


(iv) the acquisition, development or owen of a Cana- 
dian resource property, or a property that would have 
been a Canadian resource property if it had been acquired 
after 1971, or , 


(v) the production in Canada of 


(A) petroleum, natural gas or related hydrocarbons, 
or ; anes 


(B) metal or industrial minerals to any stage that is 
not beyond the prime metal stage or its equivalent 


from an oil or gas well or mineral resource situated on 
. property in Canada from which the taxpayer had, at the 
time of such production, a right to take or remove petro- 
leum, natural gas or related hydrocarbons or a right to 
take or remove metal or industrial minerals. 
Para. 18(1)(m) added by 1974-75-76, c. 26, subsec. 7(1), applicable 
(by subsec. 7(5)) to amounts paid or payable or the fair market 
value of any property paid or payable after May 6, 1974 in respect 
of a period after May 6, 1974, except that for payments made after 
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May 6, 1974 in respect of the period from May 6, 1974 to Novem- 
ber 18, 1974 para. (m) shall be read as follows: 


(m) any amount paid or payable (other than an amount or 
property paid or payable to Her Majesty in right of Canada 
for the use and benefit of a band or bands as defined in the 
Indian Act) in the year or the fair market value of any prop- 
erty paid or payable in the year to 


(i) Her Majesty in right of Canada or a province, 


(ii) an agent of Her Majesty in right of Canada or a prov- 
ince, or 


(111) a corporation, commission or association that is con- 
trolled, directly or indirectly in any manner whatever, by 
Her Majesty in right of Canada or a province or by an 
agent of Her Majesty. in right of Canada or a province 


as a royalty or an equivalent amount, tax, rental, levy or oth- 
erwise Or as an amount, however described, that may reasona- 
bly be regarded as being in lieu of a royalty or an equivalent 
amount, tax, rental, levy or other amount (whether such roy- 
alty or equivalent amount, tax, rental, levy or other amount is 
paid or payable pursuant to any other Act or a contract), that 
may reasonably be regarded as attributable to the production 
in Canada of . 


(iv) of petroleum, natural gas or related hydrocarbons, or 


(v) metal or industrial minerals to any stage that is not 
beyond the prime metal stage or its equivalent 


‘from an oil or gas well or mineral resource situated on prop- 
erty in Canada from. which the taxpayer had, at the time of 
such production, a right to take or remove petroleum, natural 
gas or related hydrocarbons or a.right to take or remove metal 
or industrial minerals. 


Selected Cases [para. 18(1)(m)]: Utah Mines Ltd. v. The 
Queen, [1992] 1 C.T.C. 306 (FCA) (Deduction for mineral royalties 
paid to provincial government disallowed despite article III of Can- 
ada-U.S. Tax Convention). 


Regulations: 1211 (prescribed amounts). 


‘Remission Orders: Syncrude Remission Order, P:C,.. 1976-1026 
(remission of tax on royalties etc. relating to the Syncrude Project). 


‘interpretation Bulletins: IT-438R2: Crown charges — resource 
properties in Canada. 


Information Circulars: 86-3: Alberta Royalty Tax Credit — 
Individuals. ai 


(n) political 


contributions —a_ political 
contribution; 


Related Provisions: 127(3) — Tax credit for contributions to 
registered parties and candidates. 


Pre-RSC History: Para. 18(1)(n) added by 1976-77, c. 4, subsec. 
4(2), applicable in respect of political contributions paid or payable 
after May 25, 1976. 


(o) employee benefit plan contributions — 
an amount paid or payable as a contribution to an 
employee benefit plan; 


Related Provisions: 6(1)(a)(ii), 6(1)(g) — Employee benefit plan 
benefits taxable to. employee; 12(1)(n.1)— Income inclusion — 
amounts received by employer from employee benefit plan; 
18(10) — Exceptions where para. 18(1)(0) does not apply; 32.1 — 
‘Employee benefit plan deductions; 107.1 — Distribution by em- 
ployee benefit plan. 


Pre-RSC History: Para. 18(1)(0) added by 1980-81-82-83,c. 48, 
subsec. 9(1), applicable with respect to amounts paid or payable af- 
ter 1979. 


S. 18(1)(p) 


Interpretation Bulletins: IT-502: Employee: benefit plans and 
employee trusts. 


(0.1) salary deferral arrangement — except 
as expressly permitted by paragraphs 20(1)(00) 
and (pp), an outlay or expense made or incurred 
under a salary deferral arrangement in respect of 
another person, other than such an arrangement 
established primarily for the benefit of one or 
more non-resident employees in respect of ser- 
vices to be rendered outside Canada; 


Related Provisions: 6(1)(a)(v) — Value of benefits; 6(1)(i), 
56(1)(w) — Salary deferral arrangements — amounts included in 
income. 


History: Para. 18(1)(0.1) amended by 1994, c. 8, Sch. II (1991, c. 
49), subsec. 13(2), to add reference to para. 20(1)(pp) and to substi- 
tute “outside Canada” for “in a country other than Canada”, applica- 
ble to 1986 et seq. 


Pre-RSC History: Para. 18(1)(0.1) added by 1986, c. 55, subsec. 
4(1), applicable to 1986 et seq. 


(0.2) retirement compensation arrange- 
ment — except as expressly permitted by para- 
graph 20(1)(r), contributions made under a retire- 
ment compensation arrangement; ~ 


Pre-RSC History: Para. 18(1)(0.2), added by 1987, c. 46, s. 6, 
applicable after October 8, 1986. 


(p) limitation re personal services 
business expenses — an outlay or expense to 
the extent that it was made or incurred by a cor- 
poration in a taxation year for the purpose of 
gaining or producing income from a personal ser- 
vices business, other than 


(i) the -salary, wages or other remuneration 
paid in the year to an incorporated employee 
of the corporation, 


(ii) the cost to the corporation of any benefit 
or allowance provided to an incorporated em- 
ployee in the year, 


(iii) any amount expended by the corporation 
in connection with the selling of property or 
the negotiating of contracts by the corporation 
if the amount would have been deductible in 
computing the income of an incorporated em- 
ployee. for a taxation year from an office or 
employment if the amount had been expended 
by the incorporated employee under a contract 
of employment that required the employee to 
pay the amount, and 


(iv) any amount paid by the corporation in the 
year as or on account of legal expenses in- 
curred by it in collecting amounts owing to it 
on account of services rendered 


that would, if the income of the corporation were 
from a business other than a personal services 
business, be deductible in computing its income; 


Related Provisions: 122.3(1.1) — Restrictions on overseas em- 
ployment tax credit for incorporated employee; 207.6(3) — Retire- 
ment compensation arrangement for incorporated employee; 
248(1) — extended definition of “salary or wages”. 
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Pre-RSC History: Ali that portion of paragraph 18(1)(p) preced- 
ing subpara. (i) substituted by 1984, c. 45, subsec. 9(1), to substitute 
para. “125(7)(d)” for “125(6)(g.1)”, applicable to 1985 et seq. 


Para. 18(1)(p) added by 1980-8 1-82-83, c. 140, subsec. 11(3), appli- 
cable to taxation years commencing after November 12, 1981. 


Interpretation Bulletins: IT-73R5: The small business deduc- 
tion; IT-168R3: Athletes and players employed by football, hockey 
and similar clubs; [T-189R2: Corporations used by practising mem- 
bers of professions. 


(q) limitation re cancellation of lease — an 
amount paid or payable by the taxpayer for the 
cancellation of a lease of property of the taxpayer 
leased by the taxpayer to another person, except 
to the extent permitted by paragraph 20(1)(z) or 
(1); 

Pre-RSC History: Para. 18(1)(q) added by 1980-81-82-83, c. 140, 

subsec. 11(3), applicable with respect to lease cancellations occur- 


ring after December 1, 1982, other than a cancellation pursuant to 
an agreement in writing entered into before December 2, 1982. 


Interpretation Bulletins: IT-359R2: Premiums on leases. 


(r) certain automobile expenses — an 
amount paid or payable by the taxpayer as an al- 
lowance for the use by an individual of an auto- 
mobile to the extent that the amount exceeds an 
amount determined in accordance with prescribed 
rules, except where the amount so paid or paya- 
ble is required to be included in computing the 
individual’s income; 

Pre-RSC History: Para. 18(1)(r) added by 1988, c. 55, subsec. 


10(5), applicable with respect to allowances paid for use-after 1987 
of automobiles. 


Regulations: 7306 (prescribed rules). 


1.T. Technical News: No. 10 (1997 deduction limits and benefit 
rates for automobiles). 


(s) loans or lending assets — any loss, de- 
preciation or reduction in a taxation year in the 
value or amortized cost of a loan or lending asset 
of a taxpayer made or acquired by the taxpayer in 
the ordinary course of the taxpayer’s business of 
insurance or the lending of money and not dis- 
posed of by the taxpayer in the year, except as 
expressly permitted by this Part; 

History: Para. 18(1)(s) substituted by 1994, c. 7, Sch. II (1991, c. 

49), subsec. 13(3), applicable to taxation years and fiscal periods 


beginning after June 17, 1987 that end after 1987, Para. 18(1)(s) 
formerly read: 


(s) loans or lending assets — any loss, depreciation or re- 
duction in the value or amortized cost of a loan or lending 
asset described in subparagraph 20(1)(1)(ii) of a taxpayer who 
was an insurer or whose ordinary business included the lend- 
ing of money, acquired by the taxpayer in the ordinary course 
of the taxpayer’s business of insurance or lending money and 
not disposed of by the taxpayer in the taxation year, except as 
expressly permitted by this Part; and 


Pre-RSC History: Para. 18(1)(s) added by 1988, c. 55, subsec. 
10(5), applicable to taxation years, and fiscal periods commencing 
after June 17, 1987 that end after 1987. 


(t) payments under [Income Tax] Act — 
any amount paid or payable under this Act (other 
than tax paid or payable under Part XII.2 or Part 
XII.6); and 
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Related Provisions: 60(0) — Expenses of objection or appeal; 
20(1)(v) — Deduction for mining taxes; 20(1)(I1) — Deduction for 
interest repaid; 20(1)(nn) — Deduction for. Part XII.6 tax; 
104(30) — Deduction for Part XII.2 tax paid by trust. 
History: Para. 18(1)(t) amended by 1997, c. 25, subsec. 4(2), appli- 
cable to 1997 et seq. Para. (t) formerly read: 

(t) any amount paid or payable under this Act. 
Pre-RSC History: Para. 18(1)(t) added by 1990, c. 39, s. 8, appli- 
cable to 1989 et seq. 


Selected Cases [para. 18(1)(t)]: Harrowston Corp. v. Canada, 
[1997] 1.C.T.C. 101 (FCA) (Liability to pay tax did not result in 
deductible bad debt). 


Interpretation Bulletins: IT-104R2: Deductibility of fines or 
penalties. 
Information Circulars: 77-11: Sales tax reassessments — deduct- 
ibility in computing income. 
(u) RSP/RIF fees — any amount paid or paya- 
ble by the taxpayer for services in respect of a 
retirement savings plan or retirement income 
. fund under which the taxpayer is the annuitant.. 
Related Provisions: 18(11)(b) — No deduction for interest paid 
on money borrowed to make RRSP contribution. 


History: Para. 18(1)(u) added by 1997, c. 25, subsec. 4(2), applica- 
ble to amounts paid or payable after March 5, 1996. 


Selected Cases [subsec. 18(1)]: Canderel Ltd. v. Canada, 
[1995] 2 C.T.C. 22 (FCA) (Matching principle of accounting has 
status of legal principle). 


Interpretation Bulletins [subsec. 18(1)]: IT-357R2: ante 
of training. 


(2) Limit on certain interest and property 
tax — Notwithstanding paragraph 20(1)(c), in com- 
puting the taxpayer’s income for a particular taxation 
year from a business or property, no amount shall be 
deductible in respect of any expense incurred by the 
taxpayer in the year as, on account or in lieu of pay- 
ment of, or in satisfaction of, 


(a) interest on debt relating to the acquisition of 
land, or 

(b) property taxes (not including income or prof- 
its taxes or taxes computed by reference to the 
transfer of property) paid or payable by the tax- 
payer in respect of land to a province or to a Ca- 
nadian municipality, 


unless, having regard to all the circumstances (in- 
cluding the cost to the taxpayer of the land in rela- 
tion to the taxpayer’s gross revenue, if any, from the 
land for the particular year or any preceding taxation 
year), the land can reasonably be considered to have 
been, in the year, 


(c) used in the course of a business: carried on in 
the particular year by the taxpayer, other than a 
business in the ordinary course of. which land is 
held primarily for the purpose of resale or devel- 
opment, or 
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(d) held primarily for the purpose of gaining or 
producing income of the taxpayer from the land 
for the particular year, Fb 


except to the extent of the total of» 


(e) the amount, if any, by which the taxpayer’s 
“gross revenue, if any, from the land for the partic- 
ular year ‘exceeds the total of all amounts de- 
ducted in computing ‘the taxpayer’ s:income inks 
the land for :the year,. and i 


(f) in the case of a corporation whose: principal 

business is the leasing, rental or sale, or the de- 

velopment for lease, rental or sale, or any combi- 

nation thereof, of real property owned by it, to or 

fora person with whom the corporation is dealing 

at arm’s length, the corporation’s base level de- 

duction for the particular year. 
Related Provisions: 10(1. 1) — Cost of inventory; 18(2,1) — 
Limitations; 18(2.2)-(2.5) — Base level deduction; 18(3) — Defini- 
tions; 53(1)(d.3) — Addition to adjusted cost base of share; 
53(1)(e)(xi) — Addition to adjusted cost base of partnership inter- 
est; 53(1)(h) — Addition to adjusted cost base of land; 80(2)(b) — 
Application of debt forgiveness rules; 212(1)(b)(iii)(E) — Non-resi- 
dent withholding tax — interest; 241(4)(b) — Communication of 
information; 248(1)"“business”. 


Pre-RSC History: Subsec. 18(2) substituted by 1988, c. 55, sub- | 


sec. 10(6), applicable (by subsec. 10(23), as amended by 1994, c. 
21, s. 132) to 1988: et seq., except that in’ respect’ of. expenses in- 
curred in respect of land that may reasonably be considered to be 
held, but not used, in the course of a business carried On in the year 
by the taxpayer or land used in the course of a business in the ordi- 
nary course of which land is held primarily for the purpose of resale 
or development, for taxation years that end before 1993 that portion 
of subsection 18(2) following paragraph (d) shall be read as 
follows:. 


except to the extent of the aggregate of 


(e) the amount, if any, by which the taxpayer’s gross rev- 

enue, if any, from the land for the particular year exceeds 
“the aggregate of all amounts deducted in computing his 
. income from the land for the year, 


(f) in the case of a corporation whose: principal business 
is the leasing, rental or sale, or the development for lease, 
rental or sale, or any combination thereof, of real prop- 
erty owned by it, to or for a person with whom the corpo- 
ration is dealing at arm’s length, the corporation’s base 
level deduction for the particular year, and 


(g) the specified percentage of the amount by which the 
-agegregate of all such expenses incurred in the particular 
year exceeds the aggregate of the amounts; determined 
under paragraphs (e) and (f) for the year, 


and, for the purposes of pAAeePn (g), 
means the aggregate of 


“specified percentage” 


(h) that proportion of 100% that the. number of days in 
the particular year that are before 1988 is of the number 
of days in the year, 


(i) that proportion of 80%. that the number of days. in the 
particular year that are after 1987 and before 182 is of 
the number of days in the year, 


(j) that proportion of 60% that the number. of days in the 
particular year that are after 1988 and before 1990. is of 
the number of days in the year, 


(k) that proportion of 40% that the number of days in the 
particular year that are after 1989 and before 1991 is of 
the number of days in the year, and 
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(I) that proportion of 20% that the number of days in the 
particular year that are after,1990 and before 1992 is of. 
the number of days in the year. 

Subsec. 18(2) formerly read: 


_ (2) Limitation. re. certain interest and property taxes in 
“and — Notwithstanding paragraph 20(1)(c), in computing 
the taxpayer’s income for a taxation year from a business or 
property, no deduction shall be made. in, respect of -any 
amount paid or payable by the taxpayer in the year and after 
1971 as, on account or in lieu of payment of, or in satisfaction 
of, 


~ (a) interest'on borrowed money used to acquire land, or | 
on an amount payable by him for land, or 


(b) property taxes (not including income or profits taxes 
or taxes computed by reference to the transfer of prop- 
erty) paid or payable by him.in respect of land to. a prov- 
ince or a Canadian municipality, 


if, having regard to all the circumstances, including the cost 
to the taxpayer of the land in relation to his gross revenue, if 
any, therefrom:for that or any previous year, the land cannot 
reasonably be considered to have been, in that year, 


_(c) used in, or held: in the course of, a business carried on 
in the year by the taxpayer, or 
-(d) [Repealed] 3 
(e) held primarily for the purpose of gaining or producing 
income of the taxpayer from the land for that year, 
except to the extent that the taxpayer’ S gross revenue, if any, 
from the land for that year exceeds the aggregate of all other 


amounts deducted in computing his income from the land. for 
that year. 
Park 18(2)(c) substituted by 1979, c. 5, s. 6, applicable in respect of 
expenses incurred after November 16, 1978. Para. EN) formerly 
read: 
(c) used in, or held in the course of, carrying on a . business by 
the taxpayer other than a business in the ordinary course of 
which land is held primarily for the purpose of resale or de- 
velopment, or 
Para. 18(2)(c) substituted for paras. - 18(2)(c), (d) by 1974-75-76, ¢. 
26, subsec..7(2), applicable in respect of amounts paid or payable 
after May.6, 1974. Paras. 18(2)(c), (d) formerly read: 
(c) included in Sean SE of a business carried, on. by, the 
taxpayer, 
(d). otherwise used in, or held in the course of, carrying on,a 
business carried.on by the taxpayer, or 
Selected Cases [subsec. 18(2)]: Urbandale Realty Corp. Ltd. 
v. R., [1997] 3 C.T.C. 6 (FCTD) (Limitation provision not available 
to make otherwise non-deductible expense deductible); Ward v. The 
Queen, [1988] 1 C.T.C. 336 (FCTD) (Deductibility of taxpayer’s 
proportionate share of loss resulting from carrying costs of “golf 
course operation’). 
Interpretation Bulletins: IT-142R3: Settlement of debts on. the 
winding-up of a corporation; IT-153R3: Land developers — subdi- 
vision and development costs and carrying charges on land; IT- 
355R2:. Interest on loans. to buy.life insurance policies and annuity 
contracts, and interest on policy loans; IT-360R2: Interest payable 
in a foreign currency. 


(2.1) Where taxpayer fener of partner- 
ship — Where a taxpayer who is a member of a 
partnership was obligated to pay any amount as, on 
account or in lieu of payment of, or in satisfaction of, 
interest (in this subsection referred to as an “interest 
amount’) on money that was borrowed by the tax- 
payer before April 1, 1977 and that was used to ac- 
quire land owned by the partnership before that day 


139 


S. 18(2.1) 


or on an obligation entered into by the taxpayer 
before April 1, 1977 to pay for land owned by the 
partnership before that day, and, in a taxation year of 
the taxpayer, either, 


(a) the partnership has disposed of all or any por- 
tion of the land, or 


(b) the taxpayer has disposed of all or any portion 
of the taxpayer’s interest in the partnership 


to a person other than a person with whom the tax- 
payer. does not deal at arm’s length, in computing the 
taxpayer’s income for the year or any subsequent 
year, there may be deducted such portion of the tax- 
payer’s interest amount 


(c) that was, by virtue of subsection (2), not de- 
ductible in computing the income of the taxpayer 
for any previous taxation year, 


(d) that was not deductible in computing the in- 
come of any other taxpayer for any taxation year, 


(e) that was not included in computing the ad- 
justed cost base to the taxpayer of any property, 
and 


(f) that was not deductible under this subsection 
in computing the income of the taxpayer for any 
previous taxation year 


as is reasonable having regard to the portion of the 
land or interest in the partnership, as the case may 
be, so disposed of. 

Pre-RSC History: Subsec. 18(2.1) added by 1977-78, c. 1, subsec. 


11(2), applicable with respect to land owned by the partnership on 
or before March 31, 1977. 


(2.2) Base level deduction — For the purposes of 
this section, a corporation’s base level deduction for 
a taxation year is the amount that would be the 
amount of interest, computed at the prescribed rate, 
for the year in respect of a loan of $1,000,000 out- 
standing throughout the year, unless the corporation 
is associated in the year with one or more other cor- 
porations in which case, except as otherwise pro- 
vided in this section, its base level deduction for the 
year is nil. 

Related Provisions: 18(2.3), (2.4) — Associated corporations; 
18(2.5) — Special rules for base level deduction. 

Regulations: 4301(c) (prescribed rate of interest). 


Interpretation Bulletins: IT-153R3: Land developers — subdivi- 
sion and development costs and carrying charges on land. 


(2.3) Associated corporations — Notwithstand- 
ing subsection (2.2), if all of the corporations that are 
associated with each other in a taxation year have 
filed with the Minister in prescribed form an agree- 
ment whereby, for the purposes of this section, they 
allocate an amount to one or more of them for the 
taxation year and the amount so allocated or the total 
of the amounts so allocated, as the case may be, does 
not exceed $1,000,000, the base level deduction for 
the year for each of the corporations is the base level 
deduction that would be computed under subsection 
(2.2) in respect of the corporation if the reference in 
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that subsection to $1,000,000 were read as a refer- 
ence to the amount so allocated to it. 


Related Provisions: 18(2.4) — Failure to file agreement. — 


Interpretation Bulletins: [T-153R3: Land developers — subdivi- 
sion and development costs and carrying charges on land. 


Forms: T2005: Agreement among associated corporations to allo- 
cate an amount to calculate their base level deduction. 


(2.4) Failure to file agreement — If any of the 
corporations that are associated with each other in a 
taxation year has failed to file with the Minister an 
agreement as contemplated by subsection (2.3) 
within 30 days after notice in writing by, the Minister 
has been forwarded to any of them that. such an 
agreement is required for the purpose of any. assess- 
ment of tax under this Part, the Minister shall, for the 
purpose of this section, allocate an amount to one or 
more of them for the taxation year, which amount or | 
the total of which amounts, as the case may be, shall 
equal $1,000,000 and in any such case, the amount 
so allocated to any corporation shall be deemed to be 
an amount allocated to the corporation pursuant to 
subsection (2.3). 

Interpretation Bulletins: IT-153R3: Land developers — subdivi- 
sion and development costs and carrying charges on land. 


(2.5) Special rules for base level deduction — - 
Notwithstanding any other provision of this section, 


(a) where a corporation, in this paragraph referred 
to as the “first corporation”, has more than one 
taxation year ending in the same calendar year 
and is associated in two or more of those taxation 
years with another corporation that has a taxation 
year ending in that calendar year, the base level 
deduction of the first corporation for each taxa- 
tion year in which it is associated with the other 
corporation ending in that calendar year is, sub- 
ject to the application of paragraph (b), an 
amount equal to its base level deduction for the 
first such taxation year determined without refer- 
ence to paragraph (b); and 


(b) where a corporation has a taxation year that is 
less than 51 weeks, its base level deduction for 
the year is that proportion of its base level deduc- 
tion for the year determined without reference to 
this paragraph that the number of days in the year 
is of 365. 


Related Provisions: 18(2.2) — Base level deduction. 


Pre-RSC History: Subsecs. 18(2.2)-(2.5) added by POSS, cr 9; 
subsec. 10(7), applicable to 1988 et seq. 

Interpretation Bulletins: IT-153R3: Land developers — subdivi- 
sion and development costs and carrying charges on land. 


Forms: T2005: Agreement among associated corporations to allo- 
cate an amount to calculate their base level deduction. 


(3) Definitions — In subsection (2), 


‘interest on debt relating to the acquisition of 
land” includes 


(a) interest paid or payable in a year in respect of 
borrowed money that cannot be identified with 
particular land but that may nonetheless reasona- 
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bly be considered (having regard to all the. cir- 
cumstances) as interest on borrowed money used 
in respect of or for the acquisition of land;,and) 


(b) interest paid or payable in the year by a tax- 
payer in respect of borrowed money that may rea- 
sonably be considered (having regard to all the 
circumstances) to have been ws to assist, di- 
rectly or indirectly, 7, 


(i) another person with whom the to 
does not deal at arm’s length, 


(ii) a corporation of which the taxpayer is a 
specified shareholder, or... 


(iii) a partnership of which the taxpayer’s 
share of any income or loss is 10%’ or more, 


to acquire land to be used or held by that person, 
corporation or partnership otherwise than as de- 
scribed in paragraph (2)(c) or (d), except where 
the assistance is in the form of a loan to that per- 
son, corporation ‘or partnership and-a reasonable 
rate of interest on the loan” is charged val the 
taxpayer; 


a” 


Pre-RSC History: The definition “interest on debt .. was para. 


18(3)(b). See’ Table of Concordance. 
That portion of para. 18(3)(b) preceding subpara. (i) substituted by 


1988, c.55, subsec. 10(8), eappheh es to 1988 et seq. That portion — 


formerly read: 


(b) “interest on borrowed: money used i Baduire land” — 
“interest on. borrowed money used to acquire land” includes 


Subpara. 18(3)(b)(41) substituted by 1988, c. 55, subsec. 10(9), ap- 
plicable to taxation years commencing after April 1988. Subpara. 
18(3)(b)Gi) formerly read: 


(11) interest paid or payable in the year by a taxpayer in re- 
‘spect of borrowed money that may reasonably be considered 
(having regard to all the circumstances) to have been used to 
assist, directly or indirectly, another person -with whom: the 
taxpayer does not, deal at arm’s length to, acquire land to be 
used or held by that person; otherwise than as) described in 
paragraph (2)(c) or (e), except where the assistance is in the 
form of a loan to that person and a reasonable rate of interest 
thereon is charged by the taxpayer. 


Para. 18(3)(b) added by 1974-75-76, c. 26, subsec: 7(3), applicable 
to amounts paid or payable after May 6, 1974. 


“land” does not, except to the extent that it is used | 


for the provision of parking facilities for a fee or 
charge, include 


(a) any property that is a building or other struc- 
ture affixed to land, 


(b) the land subjacent to any Property described 
in paragraph (a), or 


(c) such land immediately contiguous to che land 
described in paragraph (b) that is.a parking area, 
driveway, yard, garden or similar landas is nec- 
essary for the use of any property described in 
paragraph (a). aa 
Related Rrovisions: 53(1)(h) — Addition t to adjusted cost base 
of land, 


Pre-RSC History: The definition ' 


‘land’. was para. 18(3)(a). See 
Table of Concordance. . 
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Subsec. 18(3) substituted by. 1974-75-76, c. 26, subsec. 7(3), appli- 
cable in respect of amounts paid or payable after May 6, 1974. Sub- 
sec. 18(3) formerly read: 


(3) Meaning of “land” in ss. (2) — In, subsection (2), “land” 
does not, include 


(a) any property that is a buitding or other depreciable 
property affixed’ to land, 


(b) the land subjacent to any property described in para- 
graph (a), or 


(c) such land immediately contiguous to ‘is land. de- 
scribed in paragraph (b) as may reasonably be considered 
to be used in connection with any property described in 
paragraph (a). 


Interpretation Bulletins: IT-153R3: Land dev etbpets — subdivi- 
sion and development costs, etc. 


(3.1) Costs relating to construction of 
building or ownership of land — Notwithstand- 
ing any other provision of this Act, in sere pubnS a 
taxpayer’s income for a taxation year, : 


(a) no deduction shall be made in respect of any 
outlay or expense made or incurred by the tax- 
payer (other than an amount deductible under 

.paragraph 20(1)(a), (aa) or (qq) or subsection 

. 20(29)) that can reasonably be regarded as a cost 
attributable tothe period of the construction, ren- 
ovation or alteration of a building by or on behalf 
-of the taxpayer, a person with whom the taxpayer 
does not deal at arm’s length, a corporation of 
which the taxpayer is a specified shareholder or a 
partnership of which the taxpayer’s share of any 
income or loss is 10% or more and relating to the 
construction, renovation or alteration, or a cost 
attributable to that period and relating to the own- 
ership during that period of land 


(i) that is subjacent to the building, or 
(ii) that 


(A) is immediately contiguous. to the land 
subjacent to the building, 


(B) is used, or is intended to be used, for a 
parking area, driveway, yard, garden or 
any other similar use, and 


(C) is necessary for the use or intended use 
of the building; and 


(b) the amount of such outlay or expense shall be 
included in computing the cost or capital cost, as 
the case may be, of the building to the taxpayer, 
to the person with whom the taxpayer does not 
deal at arm’s length, to the corporation of which 
the taxpayer is a specified shareholder or to the 
partnership of which the taxpayer’s share of any 
income. or loss is 10% or:more, as the case may 
be. 
Related Provisions: ‘18(3.2)—(3.7) — Interpretation and applica- 
tion of subsec. 18(3.1); 20(29) — Deduction against rental income 
from building; 53(1)(d.3) — Addition to adjusted cost base of share; 
53(1)(e)(xi) —- Addition to adjusted cost base of partnership inter- 
est; 80(2)(b) — Application of debt forgiveness tules; 241(4) — 
Communication of information, 


History: The opening words of para. 18(3.1)(a) substituted by 
1994, c. 21, subsec. 11(1), applicable after 1990 except that, in its 
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application to buildings acquired before 1990, the words “or subsec- 
tion 20(29)” shall be read as “‘, subsection 20(29) or section 37 or 
37.1”. The opening words of that para. formerly read: 


(a) no deduction ‘shall be made in respect of any outlay or 
expense made or incurred by the taxpayer (other than an 
amount deductible under paragraph 20(1)(a), (aa) or (gg) or 
subsection 20(29)) that can reasonably be regarded as a cost 
attributable to the period of the construction, renovation or 
alteration of a building by or on behalf of the taxpayer, a per- 
son with whom the taxpayer does not deal at arm’s length, a 
corporation of which the’ taxpayer is a specified shareholder 
or a partnership of which the taxpayer’s share of any income 
or loss is 10% or more and relating to the construction, reno- 
vation or alteration, or a cost attributable to that. period and 
relating to the ownership during that period of land 


That portion of para. 18(3.1)(a) preceding subpara. (i) substituted by 
1994, c. 7, Sch. If (1991, c. 49), subsec. 13(4), applicable to 1987 et 
seq. except that, in its application to buildings acquired before 1990, 
the reference in para. 18(3.1)(a) to “or subsection 20(29)” shall be 
read as “, subsection 20(29) or section 37 or 37:1”. That portion 
formerly read: 


(a) no-deduction shall be made in respect of any outlay or 
expense made or incurred by the taxpayer, other than an 
amount deductible by reason of paragraph 20(1)(a) or (aa), 
that may reasonably be regarded as a cost attributable to the 
period of the construction, renovation-or alteration of a build- 
ing and relating to the construction, renovation or alteration 
or a cost attributable to that period and relating to the owner- 
_ ship during that period, of land 


Pre-RSC History: That portion-of para. 18(3.1)(a) preceding sub- 
para.. (i) amended by. 1988, c. 55, subsec. 10(10), to substitute “by 
reason of pawacranh 20(4)a) or (aa)” for “by virtue of paragraph 
20(1)(a) or (aa) or section 37 or 37.1”, applicable in respect of 
buildings acquired by a taxpayer after 1989. 


Para. 18(3.1)(b) substituted by 1988, c. 55, subsec. 10(11), applica- 
ble to 1988 et seg. Para. 18(3.1)(b) formerly read: 


(b) the amount of such outlay or expense shall be included in 
computing the cost or the capital cost to the taxpayer of the 
land or building, as the case may be. ' 


Para. 18(3.1)(a) substituted by 1985, c. 45, subsec. 9(3), applicable 
with respect to outlays and expenses made or incurred after May 9, 
1985. Para. 18(3:1)(a) formerly. read: 


(a) no deduction shall be made in respect of any outlay or 

‘expense made or incurred by the taxpayer, other than an 
amount deductible by virtue of paragraph 20(1)(a) or (aa) or 
section 37 or 37.1, that 


(i) may reasonably be regarded as a cost incurred during 
the period of the construction, renovation or alteration of 
a building and that relates thereto or to costs incurred 
during that period relating to the ownership, during that 
period, of land ' 


(A) that is subjacent to the building, or 
(B) that 


(1) is immediately contiguous to the land subja- 
cent to the building, 


(II) is used, or is intended to be used; for a park- 
ing. area, driveway, yard, garden or any other 
similar use, and 


(III) is,necessary for the use or intended ‘use of 
the building, and 


(ii) was made or incurred before the completion of the 
construction, renovation or alteration of the building; and 


All that portion of para. 18(3.1)(a) preceding subpara. (i) substituted 
by 1984, c. 1, subsec. 8(1), to add “or section 37 or 37.1”, applica- 
ble with respect to outlays and expenses made or incurred: after 
1981. 
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Subsec. 18(3.1) added by 1980-81-82-83, c. 140, subsec. 11(4), ap- 
plicable with respect to outlays and expenses incurred after 1981. 


Interpretation Bulletins: IT-121R3: Election to capitalize cost of 
borrowed money; IT-142R3: Settlement of debts on the winding-up 
of a corporation; IT-355R2: Interest on loans to buy life insurance 
policies and annuity contracts, and interest on policy ‘loans. 


(3.2) Included costs — For the purposes of sub- 
section (3.1), costs relating to the construction, reno- 
vation or alteration of a building or to the ownership 
of land include 


(a) interest paid or payable by a taxpayer in re- 
spect of borrowed money that cannot be identi- 
fied with a particular building or particular land, 
but that can reasonably be considered (having re- 
gard to all the circumstances) as interest on bor- 
rowed money used by the taxpayer in respect of 
the construction, renovation or alteration of a — 
building or the ownership of land; and 

(b) interest paid or payable by a taxpayer in re- 
spect of borrowed money that may reasonably be 
considered (having regard to all the circum- 
stances) to have been used to assist, directly or 
indirectly, 


(i) another person with whom the taxpayer 
does not deal at arm’s length, 


(ii) a corporation of which the taxpayer is a | 
specified shareholder, or 


(iii) a partnership of which the taxpayer’s 
share of any income or loss is 10% or more, 


to construct, renovate or alter a building or to 
purchase land, except where the assistance is in 
the form of a loan to that other person, corpora- 
tion or partnership and a reasonable rate of inter- 
est on the loan is charged by the taxpayer. 
Pre-RSC History: Para. 18(3.2)(b). substituted by 1988, c. 55, 


subsec. 10(12), applicable to taxation years commencing ak April 
1988. Para. 18(3.2)(b) formerly read: 


(b) interest paid or payable by a taxpayer in respect of bor- 
rowed money that can reasonably be considered (having re- 
gard to all the circumstances) to have been used to assist, di- 
rectly or indirectly, 


(i) another person, or a partnership, with whom the tax- 
payer does not deal at arm’s length, or 
(ii) a corporation of which the taxpayer is a specified 
shareholder, 
to construct, renovate or alter a building or to purchase land, 
except where the assistance is in the form of a loan to that 


other person, partnership or corporation and a reasonable rate 
of interest thereon is charged by the taxpayer. 


Subpara. 18(3.2)(b)(ii) substituted by 1984, c. 45, subsec. 9(2), to 
delete “(within the meaning assigned by pte ae 
from the end, applicable to 1985 et seq. 


Subsec. 18(3.2) added by 1980-81-82-83, c. 140, subsec. 11(4), ap- 
plicable with respect to outlays made and expenses incurred after 
1981. 


(3.3) Completion — For the purposes of subsec- 
tion (3.1), the construction, renovation or alteration 
of a building is completed at the earlier of the day on 
which the construction, renovation or alteration is 
actually completed and the day on which all or sub- 
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stantially all of the building is used for the purpose 
for which it was constructed, renovated or altered. 
Pre-RSC History: Subsec. 18(3.3) added by 1980-81-82-83, c. 


140, subsec. 11(4), applicable with respect to outlays made and ex- 
penses incurred after 1981. 


(3.4) Where subsec. (3.1) does not apply — 
Subsection (3.1) does not apply to prohibit a deduc- 
tion in a taxation year of the specified percentage of 
any outlay or expense described in that subsection 
made or incurred before 1992 by 


(a) a corporation whose principal business is 
throughout the year the leasing, rental or sale, or 
the development for lease, rental or sale, or any 
combination thereof, of real property owned by it 
to or for a person with whom the corporation is 
dealing at arm’s length, or 


(b) a partnership 


(i) each member of which is a corporation de- 
scribed in paragraph (a), and 


(ii) the principal business of which is through- 
out the year the leasing, rental or sale, or the 
development for lease, rental or sale, or any 
combination thereof, of real property held by 
it, to or for a person with whom each member 
of the partnership is dealing at arm’s length, 


and for the purposes of this subsection, “specified 
percentage” means, in respect of an outlay or ex- 
pense made or incurred in 1988, 80%, in 1989, 60%, 
in 1990, 40%, and in 1991, 20%. 


Pre-RSC History: Subsec. 18(3.4) substituted by 1988, c. 55, 
subsec, 10(13), applicable with respect. to outlays and expenses 
made or incurred after 1987. Subsec. 18(3.4) formerly read: 


(3.4) Exceptions — Subsection (3.1) does not apply to pro- 
hibit a deduction in a taxation year by 


(a) a corporation whose principal business was through- 
out the year the leasing, rental or sale, or the develop- 
ment for lease, rental or sale, or any combination thereof, 
of real property owned by it to or for a person with whom 
the corporation was dealing at arm’s length; or 


(b) a partnership 


(i) each member of which is a corporation described 
in paragraph (a), and 

(ii) the principal business of which was throughout 
the year the leasing, rental or sale, or the develop- 
ment for lease, rental or sale, or any combination 
thereof, of real property held by it, to or for a person 
with whom each member of the partnership was 
dealing at arm’s length. 


Subsec. 18(3.4) added by 1980-81-82-83, c. 140, subsec. 11(4), ap- 
plicable with respect to outlays made and expenses incurred. after 
1981. 


(3.5) idem — Subsection (3.1) does not apply in re- 
spect of an outlay or expense in respect of a building 
or the land described in subparagraph (3-1)(a)(@) or 
(ii) in respect of the building, - 


(a) where the construction, renovation or altera- 
tion of the building was in progress on November 
12, 1981, 
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(b) where the installation of the footings or other 
base support of the building commenced after 
November 12, 1981 and before 1982, 


(c) if, in the case of a new building being con- 
structed in Canada or an existing building being 
renovated or altered in Canada, arrangements, ev- 
idenced in writing, for the construction, renova- 
tion or alteration were substantially advanced 
before November 13, 1981 and the installation of 
footings or other base support for the new build- 
ing or the renovation or alteration of the existing 
building, as the case may be, commenced before 
June 1, 1982, or 


(d) if, in the case of a new building being con- 
structed in Canada, the taxpayer was obligated to 
construct the building under the terms of an 
agreement in writing entered into before Novem- 
ber 13, 1981 and arrangements, evidenced in 
writing, respecting the construction of the build- 
ing were substantially advanced before June 1, 
1982 and the installation of footings or other base 
support for the building commenced before 1983, 


and the construction, renovation or alteration, as the 
case may be, of the building proceeds after 1982 
without undue delay (having regard to acts of God, 
labour disputes, fire, accidents or unusual delay by 
common. carriers or SUPBLLESS of. materials or 
equipment). 

Related Provisions: 18(3.7) — Commencement of installation of 
footings. 


History: That portion of subsec.. 18(3.5) preceding para. (a) substi- 
tuted by 1994, c. 7, Sch. II (1991, c. 49), subsec. 13(5), applicable 
to outlays and expenses made or incurred after May 9, 1985. That 
portion formerly read: 


(3.5) Idem — Subsection (3.1) does not apply in respect of 
an outlay or expense in respect of a building or the land de- 
scribed in subparagraph (3.1)(a)(i) or (ii), 


Pre-RSC History: Subsec. 18(3.5) added by 1980-81-82-83, c. 
140, subsec. 11(4), applicable with respect to outlays and expenses 
incurred after 1981. 


(3.6) Undue delay — For the purposes of subsec- 
tion (3.5), where more than, one building is being 
constructed under any of the circumstances de- 
scribed in that subsection on one site or on immedi- 
ately contiguous sites, no undue delay shall be re- 
garded as occurring in the construction of any such 
building if construction of at least one such building 
proceeds after 1982 without undue delay and contin- 
uous construction of all other such buildings pro- 
ceeds after 1983 without undue delay. 

Pre-RSC History: Subsec. 18(3.6) added by 1980-81-82-83, c. 


140, subsec. 11(4), applicable with respect to outlays and expenses 
incurred after 1981. 


(3.7) Commencement of footings — For the 
purposes of this section, the installation of footings 
or other base support for a building shall be deemed 
to commence on the first placement of concrete, pil- 
ings or other material that is to provide permanent 
support for the building. 
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Pre-RSC History: Subsec. 18(3.7) added by 1980-81-82-83, c. 
140, subsec. 11(4), applicable with respect to outlays and expenses 
incurred after 1981. 


(4) Limitation re deduction of interest by 
certain corporations — Notwithstanding any 
other provision of this Act, in computing the income 
for a taxation year of a corporation resident in Can- 
ada from a business or property, no deduction shall 
be made in respect of that proportion of any amount 
otherwise deductible in computing its income for the 
year in respect of interest. paid or payable by it on 
outstanding debts to specified non-residents that 


(a) the amount, if any, by which 


(i) the greatest aggregate amount that the cor- 
poration’s outstanding debts to specified non- 
residents were at any time in the year, 


exceeds 
(ii) 3 times the total of 


(A) the retained earnings of the corpora- 
tion at the commencement of the year, ex- 
cept to the extent that those earnings in- 
clude retained earnings. of any other 
corporation, 


(B) the corporation’s contributed surplus at 
the commencement of the year, to the ex- 
tent that it was contributed by a specified 
non-resident shareholder. of >the corpora- 
tion, and 


(C) the greater of the corporation’s paid-up 
capital at the commencement of the year 
and the corporation’s paid-up capital at the 
end of the year, excluding the paid-up cap- 
ital in respect of shares of any class of the 
capital stock of the corporation owned by a 
person other than a specified non-resident 
shareholder of the corporation, 


is of 


(b) the amount determined under subparagraph 
(a)(i) in respect of the corporation for the year. 


Related Provisions: 18(5)— Meaning of certain expressions; 
18(5.1).— Person deemed not to be specified shareholder; 18(6) — 
Loan made on conditions; 18(8) — Exception; Canada-U.S. tax 
treaty, Art. XXV:8 — Thin capitalization rules grandfathered from 
treaty non-discrimination provision. 


Pre-RSC History: Cls. 18(4)(a)(ii)(B), (C) substituted by 1980- 
81-82-83, c. 140, subsec. 11(5), applicable to taxation years com- 
mencing after November 12, 1981. Cls. 18(4)(a)(ii)(B), (C) for- 
merly read: 


(B) the corporation’s contributed surplus at the commence- 
ment of the year, and 


(C) the greater of the corporation’s paid-up capital. at the 
commencement of the year and the corporation’s paid-up 
capital at the end of the year, 


Subpara. 18(4)(a)(i) substituted by 1977-78, c. 1, subsec. 11(3), ap- 
plicable in respect of taxation years ending after March 31, 1977, 
except that in its application to any, such taxation year that-com- 
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mences, before April 1, 1977, subparagraph 18(4)(a)(ii) shall be read 
as follows: 


(ii) 3 times the aggregate of 


(A) the corporation’s paid- up capital limit (within tha 
meaning of subsection 89(1)) at the commencement of. 
the year, 


(B) the amount that the corporation’s designated surplus 
would be immediately after the commencement of the 

year, if control of the corporation (within the meaning of 
Part VII) had been acquired by another corporation. at 
that time, ; 


(C) the corporation’s tax-paid undistributed surplus on 
hand at the commencement of the year, 


(D) the corporation’s 1971 capital surplus on hand at the 
commencement of the year, 


(E) the corporation’s capital dividend account (within the 
meaning of subsection 89(1)) immediately after the com- 
mencement of the year, and 


(F) the amount, if any, by which the aggregate of 


(I) the corporation’s paid-up capital at the end of the 
year, and 


(iI) the amount, if any, by which the ibeasenton S 
paid-up capital as determined on March 31, 1977 ex- 
ceeds its paid-up capital as determined on April 1, 
1977 


exceeds 


(III) the corporation’s paid-up capital at the com- 
mencement of the year. 


Subpara. 18(4)(a)(@ii) formerly read: 
(ii) 3 times the aggregate of 


(A) the corporation’s paid-up capital limit (within the 
meaning of subsection 89(1)) at the commencement of 
the year, . 


(B) the amount that the corporation’s designated surplus 
would be immediately after the commencement of the 
year, if control of the corporation (within the meaning of 
Part VII) had been acquired by another corporation. at 
that time, 


(C) the corporation’s tax-paid undistributed surplus on 
hand. at the commencement of the year, 


(D) the corporation’s 1971 capital surplus on hand at the 
commencement of the year, 


(E) the corporation’s capital dividend account (within the 
meaning of subsection 89(1)) immediately after the com- 
mencement of the year, and 


(F) the amount, if any, by which the corporation’s paid- 
up capital limit (within the meaning of subsection 89(1)) 
at the end of the year exceeds the limit referred to in 
clause (A), 


Cl. 18(4)(a)Gi)(F) added by 1973-74, c. 14, s. 4, applicable to 1972 
et seq. 


Selected Cases [subsec. 18(4)]: Specialty Manufacturing Ltd. 

R., [1998] 1.C.T.C. 2095 (TCC) (Canada-U.S. Tax Convention 
does not prevent Canada from enforcing thin capitalization rules); 
Uddeholm Ltd. v. The Queen, [1987] 2 C.T.C. 236 (FCTD) (Thin 
capitalization rules apply on date interest on debt becomes payable); 
The Queen v. Thyssen Canada Ltd., [1987] 1 C.T.C. 112. (FCA); 
leave to appeal to SCC refused (1987), 79 NR 400 (note) (Late- 
payment charges not included in price paid attributed to payments 
of interest on outstanding debts; charges disallowed). 


Interpretation Bulletins: IT-59R3: Interest on debts owing to 
specified non-residents (thin capitalization); IT-121R3: Election to 
capitalize cost of borrowed money. 
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Information Circulars: 87-2R (draft): International transfer pric- 
ing and other international transactions. 


Advance Tax Ruling: ATR-43: Utilization of a non-resident- 
owned investment corporation as a holding corporation. 


(5) Definitions — Notwithstanding any other pro-— 


vision of this Act (other than subsection (5.1)), in 
this subsection and subsections (4) to (6), 


History: The introductory portion of subsec. 18(5) substituted by 
1994, c. 7, Sch. VII (1993, c. 24), subsec. 8(1), applicable to 1993 
et seq. and, where a corporation so elects. by notifying the Minister 
of National Revenue in. writing before December. 11, 1993, to its 
1989 to 1992 taxation years also. That portion formerly read: 


(5) Meaning of certain expressions — Notwithstanding 
“any other provision of this Act, in this subsection and subsec- 
tions (4) and (6), 


Pre-RSC History: All that portion of subsec. 18(5) preceding — 


para. (a) substituted by 1984, c. 45, subsec. 9(3), to add “Notwith- 
standing any other provision of this Act,” applicable to 1985 et seq. 


“outstanding debts to specified non-residents” of 
a corporation at any particular time in a taxation year 
means 


(a) the total of all amounts each of which is an 


amount outstanding at that time as or on account 


of a debt or other obligation to pay an amount 


(i) that was payable by the corporation to a 
person who was, at any time in the year, 


(A) a specified non-resident shareholder of 


the corporation, or 
(B). a non-resident person, or. a non-resi- 


dent-owned investment corporation, who | 


was not dealing at arm’s length with a 
specified shareholder of the PARE Sonne 
and 


(ii) on which any amount in respect of interest 
paid or payable by the corporation is or would 
be, but for subsection (4), deductible in com- 
puting the corporation’s income for the year, 


but does. not include 


(b) an amount outstanding at the particular time 
as or on account of a debt or: other obligation to 
pay an amount to a non-resident insurance corpo- 
ration to the extent that the amount was, for the 
non-resident insurance corporation’s taxation 
year that included the particular time, designated 
insurance property in respect of an insurance bus- 
iness catried on in Canada through a permanent 
establishment as defined by regulation; 


History: Para. (b).of the definition “outstanding debts to specified 
non-residents” in subsec. 18(5) amended by 1997, c. 25, subsec. 
4(3), applicable to 1997 et seq. Para. (b) formerly read: 


(b) any amount outstanding at the particular time as or on ac- 
count of a debt or other obligation to pay an amount to a non- 
resident insurance corporation where the amount outstanding 
at the particular time was, in the. non-resident insurance cor- 
poration’s taxation year that included the particular time, in-’ 
cluded, for the purposes of section 138, as property used by: it 
in the year in, or held by it in the year in the course of, carry- 
ing On an insurance business, through a permanent establish- 
ment (within the meaning assigned for the purpose of subsec- 
tion 112(2)) in Canada, 
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Para. (b) of “outstanding debts to specified non-residents” in subsec. 
18(5) amended by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 8(2), 
applicable to 1991 et seq. and, where a corporation so elects by no- 
tifying the Minister of National ‘Revenue in writing before Decem- 
ber 11, 1993, to. its, 1985, to 1990 taxation years also. Para. (b) for- 
merly read: 


(b) where the Boe serail is controlled by a non- ponkineey in- 
surance corporation, the total of all amounts each of which is 
an amount outstanding at the particular time as orion account 
ofa debt or other obligation to. pay an amount to the non- 
resident insurance corporation where.the amount outstanding 
at the particular time has, in the non-resident insurance corpo- 
ration’s taxation year that included the particular time, been 
included as property used by it in the year in, or held»by. it in 
the year in the course of (within the meaning, assigned by the 
definition “property used by it in the year in, or held by it in 
the year in the course of” in subsection eased: carrying on 
an insurance business in Canada; 


Pre-RSC History: The definition 
para. 18(5)(a). 


Subpara. 18(5)(a)(ii) substituted by 1988, c. 55, subsec. 10(14), ap- 
plicable to taxation years commencing after June 17, 1987 that end 
after 1987. Subpara.‘(a)(i) formerly read: , i 


“outstanding debts ...” was 


(11) where the corporation is controlled by a non-resident life 
insurance. corporation, the aggregate of all-amounts each; of 
which is an amount outstanding at that time as or,on account 
of a debt or other obligation to pay an amount to the life in- 
surance corporation and such debt or other obligation has, by 
“virtue of an election made under subsection 138(9); been in 
~ ‘cluded by the life’ insurance corporation in its taxation year 
that included the particular time as property held by it in the 
year in the course of carrying on an insurance business in 
Canada and the life insurance corporation has included the 
revenue therefrom in, computing its income for the year from 
carrying on. an insurance ‘business in Canada, 


Regulations: 8201 (permanent extablishment). 


Advance Tax Ruling: ATR-43: Utilization ‘of a non-resident- 
owned investment corporation as a holding corporation. 


“specified non-resident shareholder” of a corpora- 
tion at any time means a specified shareholder of the 
corporation. who was at that time a non-resident per- 
son or a non-resident-owned investment corporation; 
Pre- -RSC History: Definition ‘ 
holder” was para. 18(5)(b). 


Para. 18(5)(b) added by 1980-81-82-83, c. 140, subsec. 11(6), apph- 
cable to taxation, years commencing after November 12, 1981. 


‘specified non-resident. share- 


“specified shareholder” of a corporation at any 
time means a person who at that time, either alone or 
together with persons with whom that. person is not 
dealing at arm’s length, owns 


(a) shares of the capital stock of the corporation 
that give the holders thereof 25% or more of the 
votes that could be cast at an annual meeting of 
the shareholders of the corporation, or 


(b) shares of the capital stock of the corporation 
having a fair market value of 25%,or more of the 
fair market value ofall of the issued and out- 
standing shares of, the capital stock of the 
corporation, 


and, for the purpose of determining whether a partic- 
ular person is a specified shareholder of a corpora- 
tion at any time, where the particular person or a per- 
son with whom the particular person is not dealing at 
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arm’s length has at that time a right under a contract, 
in equity or otherwise, either immediately or in the 
future and either absolutely or contingently 


(c) to, or to acquire, shares in a corporation or to 
control the voting rights of shares in a corpora- 
tion, or 


(d) to cause a corporation to redeem, acquire or 
cancel any of its shares (other than shares held by 
the particular person or a person with whom the 
particular person is not dealing at arm’s length), 


the particular person or the person with whom the 
particular person is not dealing at arm’s length, as 
the case may be, shall be deemed at that time to own 
the shares referred to in paragraph (c) and the corpo- 
ration referred to in paragraph (d) shall be deemed at 
that time to have redeemed, acquired or cancelled 
the shares referred to in paragraph (d), unless the 
right is not exercisable at that time because the exer- 
cise thereof is contingent on the death, bankruptcy or 
permanent disability of an individual. 


Related Provisions: 18(5.1) — Person deemed not to be speci- 
fied shareholder. 


History: Definition “specified shareholder” in subsec. 18(5) 
amended by 1994, c. 7, Sch. VII (1993, c. 24), subsec. 8(3), appli- 
cable to 1993 et seq. and, where a corporation so elects by notifying 
the Minister of National Revenue in writing before December 11, 
1993, to its 1989 to 1992 taxation years also. That definition for- 
merly read: 


“specified shareholder” of a corporation at any time means a 
shareholder of the corporation who at that time, either alone 
or together with persons with whom that shareholder was not 
dealing at arm’s length, owned 25% or more of the issued 
shares of any class of the capital stock of the corporation. 


Pre-RSC History: Definition * 
18(5)(c). 


Para. 18(5)(c) added by 1980-81-82-83, c. 140, subsec. 11(6), appli- 
cable to taxation years ending after November V2EA9ST: 


Pre-RSC History [subsec. 18(5)]: once 18(5) substituted a 
1980-8 1-82-83, c. 140, subsec. 11(6), applicable to taxation years 
commencing after November 12, 1981. Subsec. 18(5) formerly 
read: 


‘specified shareholder” was para. 


(5) Meaning of certain expressions in ss. (4) — In subsec- 
tion (4), “outstanding debts to specified non-residents” of a 
corporation at any particular time in a taxation year means 


(a) the aggregate of amounts each of which is an amount 
outstanding at that time as or on account of a debt or 
other obligation to pay an amount 


(i) that was payable by the corporation to a person 
who was, at any time in the year, 


(A) a shareholder of the corporation who, either 
alone or together with persons with whom the 
shareholder was not dealing at arm’s length, 
owned 25% or more of the issued shares of any 
class of the corporation and who was 


(1) a person not resident in Canada; or 


(IL) a non-resident-owned investment corpo- 
ration, or 


(B) a person described in subclause (A)(I) or (II) 
who was not dealing at arm’s length with a 
shareholder of the corporation, if the share- 
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holder, either alone or together with persons 
with whom he was not dealing at arm’s length, 
owned 25% or more of the-issued shares of any 
class of the corporation, and 


(ii) on which any amount in respect of interest paid 
or payable by the corporation is or would be, but for 
subsection (4), deductible in computing the corpora- 
tion’s income for the year, 


but does not include 


(b) where the corporation is a subsidiary of a non-resi- 
dent life insurance corporation, the aggregate of amounts 
each of which is an amount outstanding at that time as or 
on account of a debt or other obligation to pay. an amount 
to the life insurance corporation and. such debt or other 
obligation has, by virtue of an election, made under sub- 
section 138(9), been included by the life insurance, corpo- 
ration in its taxation year that included the particular time 
as property held by it in the year in the course of carrying 
on an insurance business in Canada and the life insurance 
corporation has included the revenue therefrom in. com- 
puting its income for the year from carr ying on an insur- 
ance business in Canada. 


Subsec. 18(5) substituted by 1974-75-76, c. 26, ie 7(4), appli- 
cable to 1972 et seq: 


Subpara. 18(5)(a)Gi) substituted. by 1973-74,.c. 30, aber. 2(1), ap- 
plicable with respect to taxation years commencing after February 
19, 1973. Subpara. 18(5)(a)(ii) formerly read: 


(ii) a person described in clause (i)(A) or (B) who was not — 
dealing at arm’s length with a shareholder described in sub- 
paragraph (1), and 


Interpretation Bulletins: IT-59R3: Interest on debts owing to 
specified non-residents (thin capitalization). 


(5.1) Person deemed not to be specified 
shareholder — For the purposes of subsections (4) 
to (6), where 


(a) a particular person would, but for this subsec- 
tion, be: a specified shareholder of a corporation 
at any time, 


(b) there was in effect at that time an agreement 
or arrangement under which, on the: satisfaction 
of a condition or the occur[rjence of an event that 
itis reasonable to expect’ will be satisfied or will 
occur, the particular person will cease to be a 
specified shareholder, and 


(c) the purpose for which the particular person 
became a specified shareholder was the safe- 
guarding of rights or interests of the particular 
person or a person with whom the particular per- 
son is not dealing at arm’s length in respect of 
any indebtedness owing at any time to the partic- 
ular person or a person with whom the particular 
person is not dealing at arm’s length, 


the particular person shall be deemed not to be a 
specified shareholder of the corporation at that time. 


History: Subsec. 18(5.1) added by 1994, ¢. 7, Sch. VIII (1993, c. 
24), subsec. 8(4), applicable to 1993 et seg. and, where a corpora- 
tion so elects by notifying the Minister of National Revenue in writ- 
ing before December 11, 1993; to its 1989 to 1992" taxation years 
also. 
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(6) Loans made on condition — Where any loan 
(in this subsection referred to as the “‘first loan’’) has 
been made 


(a) by a specified non-resident shareholder of a 
corporation, or 


(b) by a non- -resident person, or a non-resident- 
owned investment corporation, who was not deal- 
ing at arm’s length with a specified shareholder 
of a corporation, 


to another person on condition that a hand ii this 


subsection referred to as the “second loan’) be made © 


by any person to a particular corporation resident in 
Canada, for the purposes of subsections (4) and (5), 
the lesser of 


(c) the amount of the. first loan, and 
(d) the amount of the second loan 


shall be deemed to be a debt incurred by the particu- 
lar corporation to the person who made the first loan. 


Related Provisions: 18(5.1) — Person deemed not to be speci- 
fied shareholder. 


Pre-RSC History: Subsec. 18(6) substituted by, 1985,,c. 45, sub- 


sec. 9(4), applicable with respect to loans outstanding in taxation — 


years of corporations resident in Canada referred to therein, com- 
mencing after May 9, 1985. Subsec. 18(6) formerly read: 


(6) Loan made on condition — Where any loan is made by 
a specified non-resident shareholder of a corporation to an- 
other person on condition that a loan be madé by any person ~ 
(in this subsection referred to as the “subsequent lender”) toa 
corporation resident in Canada, for the purposes of subsec- 
tions (4) and (5) the lesser of 


(a) the amount of the loan so made by the specified non- 
resident shareholder to the other person, and 


(b) the amount of the loan so made by the subsequent 
lender to the corporation, 


shall be deemed to be a debt incurred by the corporation to 
the specified non-resident shareholder. 


Subsec. 18(6) substituted by 1980-81-82-83, c. 140, subsec., 11(6), 

applicable to taxation years commencing after November 12, 1981. 

Subsec. 18(6) formerly read: 
(6) Where any loan is made by a. taxpayer who is a person 
described in clause (5)(a)(i)(A) or. (B) (in this subsection re- 
ferred to as the “first lender”) to another person on condition 
that a loan be made by any person (in this subsection referred 
to as the “subsequent lender”) to a corporation resident: in 
Canada, for the purposes of subsections (4) and (5) the lesser 
of 


(a) the amount of the loan.so made by the first lender to 
the other person, and 


(b) the amount of the loan so made by the subsequent 
lender to the corporation, shall be deemed to bea debt 
incurred by the corporation to the first lender. 


All that portion of subsec. 18(6) preceding para. (a) substituted by 
1976-77, c. 4, subsec. 4(3), applicable in respect of loans made after 
May 25, 1976. That portion formerly read: | 


(6) Where any loan is made by a taxpayer (in this subsection 
referred to as the “first lender’) to another person on condi- 
tion that a loan be made by any: person. (in-this. subsection 
referred to as the “subsequent lender”) to a corporation resi- 
dent in Canada, for the purposes of subsections (4) and (5) 
the lesser of 


Interpretation Bulletins: [T-59R3: Interest on debts owing to 
specified non-residents (thin capitalization). 
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(7) [Repealed under former Act] 


Pre-RSC History: Subsec. 18(7) repealed by 1985, c. 45, subsec. 
9(5), applicable to taxation years commencing after 1984. Subsec. 
18(7) formerly read: 


(7) Limitation on application of section 21 where ss. (4) 
applicable — Where 


(a) section 21 is applicable in respect of an amount or a 
part of an amount specified by a corporation resident in 
Canada in its election under that section that, but for that 
section, would have been deductible in computing its in- 
come for a taxation year, 


(b) a portion of the amount or of the part of the amount 
described in paragraph (a) may reasonably be considered 
to, be an amount that, but for section 21, would have been 
deductible in computing the income of the corporation 
for the year in respect of interest paid or payable by it on 
outstanding debts to specified non-residents, and 

(c). subsection: (4) ‘is’ or- would’ be, if this Act were read 
“without reference tovsection 21, applicable in computing 
the income of the corporation for the year, 


notwithstanding section 21, that proportion of the portion de- 

- scribed in paragraph (b) that, but for this subsection, would 

(d) be added by virtue of paragraph 21(1)(b) or subsec- 

tion 21(3) to the capital cost to the corporation of depre- 
ciable property acquired by it, or 


(e) be deemed by paragraph 21(2)(b) or subsection 21(4) 

‘to be Canadian exploration and development expenses, 
foreign exploration and development expenses, Canadian 
exploration expense, Canadian development expense. or 
Canadian oil and gas property expense as defined in-sec- 
tion 66, 66.1, 66.2 or 66.4, as the case may be, incurred 
by it in the year 


as the case may be, that the amount determined under: para- 
graph (4)(a) in respect of the corporation for the year is of the 
amount determined under paragraph (4)(b) in respect of the 
corporation for the year, shall not be. so added or be so 
deemed, as the case may be. 


Paras.. 18(7)(d), (e) substituted by 1980-81-82-83, c. 48, subsec. 
9(2), ‘applicable to taxation years ending after May 6, 1974. Paras. 
18(7)(d),-(e) formerly, read: 
(d) be added by virtue of section 21 to the capital:cost.to the 
corporation of depreciable property acquired by it, or 


(e) be deemed by section 21 to be exploration, prospecting 
and development expenses incurred by it in the year, 


(8) Where subsec. (4) does not apply — Sub- 
section (4) does not apply in computing the income 
for a taxation year of a corporation whose principal 
business in Canada throughout the year was the de- 
veloping or manufacturing of aircraft or aircraft 
components. 


Pre-RSC History: Subsec. 18(8) added by 1973- 74, c. 30, subsec. 
2(2), applicable with respect to 1973 et seq. 


Interpretation Bulletins: IT-59R3: Interest on’ debts owing to 
specified non-residents (thin capitalization). 


(9) Limitation respecting prepaid  ex- 
penses — Notwithstanding any other provision of 
this Act, 


(a) in computing a taxpayer’s income for a taxa- 
tion year from a business or property (other than 
income from a business computed in accordance 
with the method authorized by subsection 28(1)), 
no deduction shall be made in respect of an out- 
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lay or expense to the extent that it can reasonably 
be regarded as having been made or incurred 


(i) as consideration for services to be rendered 
after the end of the year, 


(ii) as, on account or in lieu of payment of, or 
in satisfaction of, interest, taxes (other than 
taxes imposed on insurance premiums), rent 
or royalty in respect of a period after the end 
of the year, or 


(iii) as consideration for insurance in respect 
of a period after the end of the year, other than 


(A) where the taxpayer is an insurer, con- 
sideration for reinsurance, and 


(B) consideration for insurance on the life 
of an individual under a group term life in- 
surance policy where all or part of the con- 
sideration is for insurance that is (or would 
be if the individual survived) in respect of 
a period that ends more than 13 months af- 
ter the consideration. is paid; 


(b) such portion of each outlay or expense (other © 


than an outlay or expense of a corporation, part- 
nership or trust as, on account of, in lieu of pay- 
ment of or in satisfaction of, interest) made or in- 
curred as would, but for paragraph (a), be 
deductible in computing :a taxpayer’s income for 
a taxation year shall be deductible in computing 
the taxpayer’s income for the subsequent year to 
which it can reasonably be considered to relate; 


(c) for the purposes of section 37.1, such portion 
of each qualified expenditure (within the meaning 
assigned by subsection 37.1(5)) as was made by a 
taxpayer in a taxation year and as would, but for 
paragraph (a), have been deductible in computing 
the taxpayer’s income for the year shall be 
deemed 


(i) not to be a qualified expenditure made by 
the taxpayer in the year, and 


(ii) to be a qualified expenditure made by the | 


taxpayer in the subsequent year to which the 
expenditure can reasonably be considered to 
relate; 


(d) for the purpose of paragraph (a), an outlay or 
expense of a taxpayer is deemed not to include 
any payment referred to in subparagraph 
37(1)(a)(i1) or (iil) that 


(i) is made by the taxpayer to a person or part- 
nership with which the taxpayer deals at arm’s 
length, and 


(ii) is not an expenditure described in subpara- 
graph 37(1)(a)(i); and 


(e) for the purposes of section 37 and the defini- 
tion “qualified expenditure” in subsection 127(9), 
the portion of an expenditure that is made or in- 
curred by a taxpayer in a taxation year and that 
would, but for paragraph (a), have been deducti- 
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ble under section 37 in computing the ores ae s 
income for the year, is deemed 


(i) not to be made or incurred by the taxpayer 
in the year, and 


(ii) to be made or incurred by the taxpayer in 
the subsequent taxation year to which the ex- 
penditure can reasonably be considered to 
relate. 


Related Provisions: 6(1)(a)(i), 6(4) — Group term life insurance 
premiums — taxable benefit; 18(9.01)— Group term» life: insur- 
ance — deductibility. of premiums; 20(1)(m.1)— Manufacturer’s 
warranty reserve; 20(1)(m.2) — Repayment of amount previously 
included in income; 87(2)(j.2) — Amalgamations — prepaid 
expenses. 


History: Para. 18(9)(d) amended and (e) added by 1996, c. 21, sub- 
sec. 5(1), para. (d) applicable to payments made after 1995, and 
para. (e) applicable to expenditures. made or incurred at any time. 
Para. (d) formerly read: 


(d) for the purposes of paragraph (a), an outlay or expense 
shall be deemed not to include any payment referred to in 
clause 37(1)(a)(i1)(B). 


Subpara. 18(9)(a)(i11) amended by 1995, c. 3, subsec. 6(1), applica- 
ble to premiums paid after February 1994 for insurance: Subpara. 
(iii) formerly read: 


(111) as consideration for insurance in respect of a period after 
the end of the year (other than an amount paid in respect of 
reinsurance by an insurer); 


Para. 18(9)(b) amended by 1994, c. 7, Sch. VUI (1993, c. 24), sub- 
sec. 8(5), applicable with respect to amounts paid as, on account of, 
in lieu of payment of or in satisfaction of; interest.in respect of a 
period or part thereof that is after 1991. Para. 18(9)(b) formerly 
read: 


(b) such portion of each outlay or expense made or incurred 
as would, but for paragraph (a), have been deductible in com- 
puting a taxpayer’s income for a taxation year shall be de- 
ductible in computing the taxpayer’s income for the subse- 
quent year to which it can reasonably be considered to relate; 


Pre-RSC History: Para. 18(9)(d) amended by 1988, c. 55, subsec. 
10(15), to substitute “clause 37(1)(a)(ii)(E)” for “subparagraph 
37(1)(a)(vi)”, applicable in respect of payments to which paragraph 
37(1)(a) is applicable. 


Para. 18(9)(d) added by 1986, c. 55, subsec. 4(2), applicable with 
respect to payments made after February 25, 1986. 


Subsec. 18(9) added by 1980-81-82-83, c. 48, subsec. 9(3), applica- 
ble with respect to outlays and expenses made or incurred after De- 
cember 11, 1979. 


Selected Cases [subsec. 18(9)]: Toronto College Park Ltd. v. 
Canada, [1996] 3 C.T.C. 94 (FCA) (Taxpayer does not have choice 
of methods under GAAP; expense to be matched with specific 
source of revenue and amortized). 


Interpretation Bulletins: IT-109R2: Unpaid amounts; IT-151R4: 
Scientific research and experimental development expenditures; IT- 
211R:.Membership dues — associations and societies; [f-233R: 
Lease-option agreements; sale-leaseback agreements; IT-341R3: 
Expenses of issuing or selling shares, units in a trust, interests in a 
partnership or syndicate, and expenses of borrowing money, IT- 
417R2: Prepaid expenses and deferred charges. 


(9.01) Group term life insurance — Where 


(a) a taxpayer pays a premium after) February 
1994 and before 1997 under a group term life in- 
surance policy for insurance on. the life ofan 
individual, 


148 


Subdiv. b — Business or Property 


(b) the insurance is for the remainder of the indi- 
vidual’s lifetime, and 


(c) no further premiums will be payable for the 
insurance, 


no amount may be deducted in computing the tax- 
payer’s income for a taxation year from a business or 
property in respect of the premium except that there 
may be so deducted, 


(d) where the year is the taxation year in which 
the premium was paid or a subsequent taxation 
year and the individual is alive at the end of the 
year, the lesser of 


(i) the amount determined by the formula 


A-B 
and 
(ii) 43 of the amount determined by the 
formula 
C 
Ae cris 
| 365 
where 


A is the amount that would, if this-Act were 
read without reference to this subsection, 
be deductible in respect of the premium in 
computing the taxpayer’s income, 

Bis the total amount deductible in respect of 
the premium in computing the taxpayer’s 
income for preceding taxation years, and 

C is the number of days in the year, and 


(e) where the individual died in the year, the 
amount determined under subparagraph (d)(i). 
Related Provisions: 6(4) — Taxable benefit from premiums paid 
by employer; 87(2)(G.2) — Amalgamations — prepaid expenses; 

257 — Formula cannot calculate to less than zero. 


History: Subsec. 18(9.01) added by 1995, c. 3, subsec. 6(2), appli- 
cable to premiums paid after February 1994 for insurance. 


(9.1) Penalties, bonuses and rate-reduction — 


payments — Subject to subsection 142.4(10), 
where at any time a payment, other than a payment 
that 


(a) can reasonably be considered to have been 
made in respect of the extension of the term of a 
debt obligation or in respect of the substitution or 
conversion of a'debt obligation to another debt 
obligation or share, or 


(b) is contingent or dependent on the use of or 
production from property or is computed by ref- 
erence to revenue, profit, cash flow, commodity 
price or any other similar criterion or by refer- 
ence to dividends paid or payable to shareholders 
of any class of shares of the capital stock of a 
corporation, 


is made to a person or partnership by a taxpayer in 
the course of carrying on a business or earning in- 
come from property in respect of borrowed money or 
on an amount payable for property acquired by the 
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taxpayer (in this subsection referred to as a “debt 
obligation’’) 


(c) as consideration for a reduction in the rate of 
interest payable by the taxpayer on the debt obli- 
gation, or 


(d) as a penalty or bonus payable by the taxpayer 
because of the repayment by the taxpayer of all 
or part of the principal amount of the debt obliga- 
tion before its maturity, 


the payment shall, to the extent that it can reasonably 
be considered to relate to, and does not exceed the 
value at that time of, an amount that, but for the re- 
duction described in paragraph (c) or the repayment 
described in paragraph (d), would have been paid or 
payable by, the taxpayer as interest on the debt obli- 
gation for a taxation year of the taxpayer ending af- 
ter that time, be deemed, 


(e) for the purposes of this Act, to have been paid 
by the taxpayer and received by the person or 

- partnership at that time as interest on the debt ob- 
ligation, and 


(f) for the purpose of computing the taxpayer’s 
income in respect of the business or property for 
the year, to have been paid or payable by the tax- 
payer in that year as interest pursuant to a legal 
obligation to pay interest, 


(1) in the case of a reduction described in para- 
graph: (c), on the debt obligation, and 


(ii) in the case of a repayment described in 
paragraph (d), 


(A) where the repayment was in respect of 
all or part of the principal amount of the 
debt obligation that was borrowed money, 
except to the extent that the borrowed 
money was used by the taxpayer to acquire 
property, on borrowed money used in the 
year for the purpose for which the bor- 
rowed money that was repaid was used, 
and 


(B) where the repayment was in respect of 
all or part of the principal amount of the 
debt obligation that was either borrowed 
money used to acquire property or an 
amount payable for property acquired by 
the taxpayer, on the debt obligation to the 
extent that the property or property substi- 
tuted therefor is used by the taxpayer in the 
year for the purpose of gaining or produc- 
ing income therefrom or for the purpose of 
gaining or producing income from a 
business. 
Related Provisions: 18(9.2) — Prepaid interest on debt obliga- 
tions; 20(1)(e) — Expenses re financing; 87(2)(j.6) — Amalgama- 
tions — continuing corporation; 248(5) — Substituted property. 
History: The opening words of subsec. 18(9.1) amended by 1998, 


c. 19, subsec..79(1), applicable to taxation years that end after Feb- 
ruary 22, 1994. The opening words formerly read: 


(9.1) Where at any time a payment, other than a payment that 
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Subsec. 18(9.1) added by 1994; c. 7, Sch. II (1991, c. 49), subsec. 
13(6), applicable with respect to payments made after 1984 except 
that, in its application with respect to payments made before July 
13, 1990, subsec. (9.1) shall be read without reference to para. (e). 


Interpretation Bulletins: IT-104R2: Deductibility of. fines or 
penalties; IT-341R3: Expenses of issuing or selling shares, units in a 
trust, interests in a partnership or 5 circ and expenses of bor- 
rowing money. 


(9.2) Interest on debt obligations — For the 
purposes of this Part, the amount of interest payable 
on borrowed money or on an amount payable for 
property (in this subsection and subsections (9.3) to 
(9.8) referred to as the “debt obligation”) by a corpo- 
ration, partnership or trust (in this subsection and 
subsections (9.3) to (9.7) referred to as the “bor- 
rower’) in respect of a taxation year shall, notwith- 
standing subparagraph (9.1)(f)@), be deemed to be 
an amount equal to the lesser of 


(a) the amount of interest, not in excess of a rea- 
sonable amount, that would be payable on the 
debt obligation by the borrower in respect of the 
year if no amount had been paid before the end of 
the year in satisfaction of the obligation to pay 
interest on the debt obligation in respect of the 
year and if the amount outstanding at each partic- 
ular time in the year that is after 1991 on account 
of the principal amount of the debt obligation 
were the amount, if any, by which 


(i) the amount outstanding at the particular 
time on account of the principal amount of the 
debt obligation 


exceeds the total of 


(ii) all amounts each of which is an amount 
paid before. the particular time in satisfaction, 
in whole or in part, of the obligation to pay 
interest on the debt obligation in respect of a 
period or part thereof that is after 1991, after 
the beginning of the year, and. after the time 
the amount was so paid (other than a period or 
part thereof that is in the year where no such 
amount was paid before the particular time in 
respect of a period, or part of a period, that is 
after the end of the year), and 


(ii) the amount, if any, by which... 


(A) the total of all amounts of interest pay- 
able on the debt obligation (determined 
without reference to this subsection) by the 
borrower in respect of taxation years end- 
ing after 1991 and before the year (to the 
extent that the interest does not exceed a 
reasonable amount) 


exceeds 


(B) the total of all amounts of interest 
deemed by this subsection to have been 
payable on the debt obligation by the bor- 
rower in respect of taxation years ending 
before the year, and 
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(b) the amount, if any, by which 

(i) the total of all amounts of interest payable 
on the debt obligation (determined without 
reference to this subsection) by the borrower 
in respect of the year or taxation years ending 
after 1991 and before the year (to the extent 
that the interest does not exceed a reasonable 
amount) 


exceeds 


(ii) the total of all amounts of interest deemed 
by this subsection to have been payable on the 
debt obligation by the borrower in respect of 
taxation years ending before the year. 


Related Provisions: 18(9.3)-(9.8) — Prepaid interest on debt 
obligations. 

History: Subsec. 18(9.2) added by 1994, c. 7, Sch. VII (1993, c. 
24), subsec. 8(6), applicable to. 1992 et seq. 

Interpretation Bulletins: IT-417R2: Prepaid expenses and de- 
ferred charges. 


(9.3) Interest on debt obligations — Where at 
any time in a taxation year of a borrower a debt obli- 
gation of the borrower is settled or extinguished or 
the holder of the. obligation acquires. or reacquires 
property of the borrower in circumstances in which 
section. 79. applies in respect of the, debt obligation 
and the total of | 


(a) all amounts each of which is an amount paid 
at or before that time in satisfaction, in whole or 
in part, of the obligation to.pay interest on the 
debt obligation in respect of a period or part of a 
period that is after that time, and 


(b) all amounts of interest payable on the debt ob- 
ligation (determined without reference to subsec- 
tion (9.2)) by the borrower in respect of taxation 
years ending after 1991 and before that time, or 
in respect of periods, or parts of periods, that are 
in such years and before that time (to the extent 
that the interest does not exceed a reasonable 
amount), 


exceeds the total of 


(c) all amounts of interest deemed bs cube cette 
(9.2) to have been payable on the debt obligation 
by the borrower in respect of taxation years end- 
ing before that time, and 


(d) the amount of interest that would be depuiied 
by subsection (9.2) to have. been payable on, the 
debt obligation by the borrower in respect of the 
year if the year had ended immediately before 
that time, 


(which excess is in this pe Shes referred to as the 
“excess. amount’’), the following rules apply: 
(e) for the purpose of applying section 79 in re- 
spect of the borrower, the principal amount at 
that time of the debt obligation shall be deemed 
to be equal to the:amount, if any, by which 


(i) the principal amount at that time — the 
debt obligation’ 
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exceeds 
(ii) the excess amount, and 


(f) the excess amount shall be deducted at that 
time in computing the forgiven amount in respect 
of the obligation (within the meaning assigned by 
subsection 80(1)). 


Related Provisions: 80(1)“forgiven amount’’B(c) — Deduction 
from forgiven amount as per 18(9.3)(f). 


History: The portion of subsec. 18(9.3) before para. (b) and paras. 
(e) and (f) amended by 1995, c. 21, subsecs. 5(1), (2), the opening 
words of subsec. 18(9.3) and para. (e) applicable to 1992 et seq. and 
paras. (a) and (f) applicable to taxation years that end after February 
21, 1994, except that they do not apply to any obligation settled or 
extinguished 


(a) before February 22, 1994; 
(b) after February 21, 1994 


(i) under the terms of an agreement in writing entered into 
on or before that date, or 


(ii) under the terms of any amendment to such an agree- 
ment, where that amendment was entered into in writing 
before July 12, 1994 and the amount of the settlement or 
extinguishment was not substantially greater than the settle- 
ment or extinguishment provided under the terms of the 
agreement; 


(c) before 1996 pursuant to a restructuring of debt in connection 
with a proceeding commenced in a court in Canada before Feb- 
ruary 22, 1994; 


(d) before 1996 in connection with a proposal (or notice of in- 
tention to: make a proposal) that was filed under the Bankruptcy 
and Insolvency. Act, or similar legislation of a country other 
than Canada, before February 22, 1994; or 


(e) before 1996 in connection with a written offer that was 
made by, or communicated to, the holder of the obligation 
before February 22, 1994. 


That portion of subsec. 18(9.3) before para. (b) and paras. (e) and 
(f) formerly read: 


(9.3) \dem — Where at any time in a taxation year of-a bor- 
rower a debt obligation of the borrower has been settled or 
extinguished and the total of 


(a) all amounts each of which is an amount paid before 
that time in satisfaction, in whole or in part, of the obliga- 
tion to pay interest on the debt obligation in respect of a 
period or part thereof that is after that time, and 


(e) for the purpose of applying paragraph 79(c) in respect 
of the borrower, where the debt obligation was. extin- 
guished in circumstances to which section 79 applies, the 
amount outstanding at that time on account of the princi- 
pal amount of the debt obligation shall be deemed to be 
the amount, if any, by which 


(i) the amount outstanding at that time on account of 
the principal amount of the debt obligation 


exceeds 
(ii) the excess amount, and 


(f) for the purpose of applying section 80 in respect of the 
borrower, where the debt obligation was settled or extin- 
guished in circumstances to which that section applies, 
the debt obligation shall be deemed to have been settled 
or extinguished by the payment of an amount equal to the 
total of 


(i) the amount, if any, of the payment made to settle 
or extinguish the debt obligation (determined without 
reference to this subsection), and 
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(ii) the excess amount. 
Subsec. 18(9.3) added by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 
8(6), applicable to 1992 et seq. 


Interpretation Bulletins: IT-417R2: Prepaid expenses and de- 
ferred charges. 


(9.4) idem — Where an amount is paid at any time 
by a person or partnership in respect. ofa debt obli- 
gation of a borrower 


(a) as, on account of, in lieu of payment of or in 
satisfaction of, interest on the debt obligation in 
respect of a period or part thereof that is after 
1991 and after that time, or 


(b) as consideration for a reduction in the rate of 
interest payable on the debt obligation (exclud- 
ing, for greater certainty, a payment described in 
paragraph (9.1)(a) or (b)) in respect of a period or 
part thereof that is after 1991 and after that time, 


that amount shall. be deemed, for. the purposes of 
subsection (9.5) and, subject to that subsection, for 
the purposes of clause (9.2)(a)(ili)(A), subparagraph 
(9.2)(b)(i), paragraph (9.3)(b) and subsection (9.6), 
to be an amount of interest payable on the debt obli- 
gation by the borrower in respect of that period or 
part thereof and shali be deemed, for the purposes of 
subparagraph (9.2)(a)(ii) and paragraph (9.3)(a), to 
be an amount paid at that time in satisfaction of the 
obligation to pay interest on the debt obligation in 
respect of that period or part thereof. 


History: Subsec. 18(9.4) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 8(6), applicable to 1992 et seq. 


Interpretation Bulletins: IT-417R2: Prepaid expenses and de- 
ferred charges. 


(9.5) Idem — Where the amount of interest payable 
on a debt obligation (determined without reference 
to subsection (9.2)) by a borrower in respect of a 
particular period or part thereof that is after 1991 can 
reasonably be regarded as an amount payable as con- 
sideration for 


(a) a reduction in the amount of interest that 
would otherwise be payable on the debt obliga- 
tion in respect of a subsequent period, or 


(b) a reduction in the amount that was or may be 
paid before the beginning of a subsequent period 
in satisfaction of the obligation to pay interest on 
the debt obligation in respect of that subsequent 
period 


(determined without reference to the existence of, or 
the amount of any interest paid or payable on, any 
other debt obligation), that amount shall, for the pur- 
poses of clause (9.2)(a)(ii1)(A), subparagraph 
(9.2)(b)(i), paragraph (9.3)(b) and subsection (9.6), 
be deemed to be an amount of interest payable on the 
debt obligation by the borrower in respect of the sub- 
sequent period and not to be an amount of interest 
payable on the debt obligation by the borrower in re- 
spect of the particular period and shall, when paid, 
be deemed for the purposes of subparagraph 
(9.2)(a)(ii) and paragraph (9.3)(a) to be an amount 
paid in satisfaction of the obligation to. pay interest 
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on the debt obligation in respect of the subsequent 
period. 


Related Provisions: 
obligations. 


History: Subsec. 18(9.5) added by 1994, c. 7, Sch. a (1993, ¢: 
24), subsec. 8(6), applicable to 1992 et seg. 


Interpretation Bulletins: IT-417R2: ae expenses and de- 
ferred charges. 


18(9.4) — Prepaid interest on debt 


(9.6) Idem — Where the liability in respect of a | 


debt obligation of a person or partnership is assumed 
by a borrower at any time, . 


(a) the amount of interest payable on the debt ob- 
ligation (determined without reference to subsec- 

- tion (9.2)) by any person or partnership in respect 
of a period shall, to the extent that that period is 
included in a taxation year of the borrower end- 
ing after 1991, be deemed, for the purposes of 
clause (9.2)(a)(i11)(A), subparagraph (9:2)(b)() 
and paragraph (9.3)(b), to be an amount of inter- 
est payable on the debt obligation by the bor- 
rower in respect of that year, and » 


(b) the application of subsections (9.2) and (9.3) 


to the borrower in respect of the debt obligation © 


after that time shall be determined on the assump- 
tion that subsection (9.2) applied to the borrower 
in respect of the debt obligation before that time, 


and, for the purposes of this subsection, where the 
borrower came into existence at a particular time.that 
is after the beginning of the particular period begin- 
ning at the beginning of the first period in respect of 
which interest was payable on the debt obligation by 
any person or partnership and ending at the particu- 
lar time, the borrower shall be deemed 


(c) to have. been in existence throughout the par- 
ticular period, and 


 (d) to have had, throughout the particular weriédl 
taxation years ending on the day of the year on 
which its first taxation year ended. 


History: Subsec. 18(9.6) added by 1994, 'c. 7, Sch. Vill (1993, c. 
24), subsec. 8(6), applicable to 1992 et seg. 


Interpretation Bulletins: IT-417R2: Prepaid expenses and de- 
ferred charges. 


(9.7) idem — Where the amount paid by a borrower 
at any particular time, in satisfaction of the obliga- 
tion to pay a particular amount of interest on a debt 
obligation in respect of a subsequent period or part 
thereof, exceeds the particular amount of that inter- 
est, discounted 


(a) for the particular period beginning at the par- 
ticular time and ending at the end of the subse- 
quent period or part thereof, and 


(b) at the rate or rates of interest applying under 
the debt obligation during the particular period 
(or, where ‘the rate of interest of any part of the 
particular period is not fixed at the particular 
time, at the prescribed rate of interest in effect at 
the particular time), 
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that excess shall 
(c) for the purposes of applying subsections (9.2) 
to (9.6) and (9.8), be deemed to be neither an 
amount of interest payable on the debt obligation 
nor an amount paid in satisfaction of the obliga- 
tion to pay interest on the debt obligation,,and 


(d) be deemed to be a payment described in. para- 
graph (9.1)(d) in respect of the debt obligation, 
History: Subsec..18(9.7): added by 1994, c. 7, Sch. VII (1993, c. 
24), subsec. 8(6), applicable, to 1992 et seg. 
Regulations: 4301(c) (prescribed rate of interest)? 


Interpretation Bulletins: iT” 417R2; Prepaid expenses and de- 
ferred charges. ~ 


(9.8) Idem — Nothing in any of subsections.(9.2) to 
(9.7) shall be construed as providing that . 


(a) the total of all amounts each of, which is the 
amount of interest payable on a-debt obligation 
by an individual (other than a trust), or deemed 
by subsection (9.2) to be payable on.the-debt ob- 
ligation by a corporation, partnership’or trust, in 
respect of a taxation year ending after 1991 and 
before any particular time, 


may exceed 


(b) the total of all amounts each of which is the 
amount of interest payable on the debt obligation 
(determined: without reference ‘to subsection 
pats 2)) by a person or partnership in respect-of a 
“taxation year ending after 1991 and before that 
oBaaictlae time. 

History: Subsec. 18(9.8) added by 1994, c. 7, Sch. VIII (1993, Ge 

24), subsec. 8(6), applicable to 1992 ef seq. 


Interpretation Bulletins: IT-417R2: Prepaid expenses and de- 
ferred charges. 


(10): Employee benefit plan — Paragraph (1)(0) 
does not apply in respect of a Seep sey ere to an-em- 
ployee benefit plan 


(a) to’ the extent that the contribution 


(i) is made in respect of services. performed by 

an employee who is not resident in Canada 

and is regularly employed in a country other 
than Canada, and 


(ii) cannot reasonably be regarded as having 
been made in respect of services performed or 
to be performed during a period when the em- 
ployee is resident in Canada; 
(b) the custodian, of which is non-resident, to the 
extent that the contribution... 
(i) is in respect of an employee who is non- 
resident at the time. the. contribution is made, 
and 


(ii) cannot reasonably be regarded as eine 
been made in respect of services performed or 
to be performed during a period when the em- 
ployee is resident in Canada; or 


(c) the custodian:of which is non-resident, to the 
extent that the contribution can reasonably be re- 
garded as having been made in respect of services 
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performed by an employee 'in a ‘palmer calen- 
_ dar month where tite 


(i) the employee was resident in Canada 
throughout no more than 60 of the 72 calendar 
months ending with the particular month, and 


(ii) the employee became a member of. the 
plan before the end of the month following the 
month in which the employee became resident 
in Canada, , 


and, for the purpose of this paragraph, where. ben- | 


. efits provided to an employee under. a particular 
employee benefit plan. are. replaced by benefits 
provided, under. another employee, benefit plan, 
the other plan shall. be deemed, in.respect of the 
employee, to be the same plan asthe. particular 
plan. 


History: Para. 18(10)(b). substituted, and para. (¢) added, ne 1994, 
c. 21, subsec. 11(2), applicable to contributions made after Nhe es 
Para. (b) formerly read: 


(b) the custodian of which is not resident in Canada, to the 
extent that the contribution 


(i) is in respect of an employee who was 


(A) not resident in Canada_at the time the contribu- 
tion was made, or 


(B) resident in Canada for a period (in this paragraph 
referred to as.an “excluded period”) of not more than 
36 of the 72 months preceding the date on which the 
contribution is made and was a beneficiary under the 
plan before becoming resident in Canada, and 


(ii) cannot reasonably be regarded as having been made 

in respect of services performed: or to be performed dur- 

ing a period (other than an excluded period) when, the : 
employee is resident in Canada. 


Pre-RSC History: Subsec. 18(10) added by. 1980-81-82-83, c. 48, 
subsec. 9(3), applicable with respect to. contributions made after 
BOTS: 


Interpretation Bulletins: IT-502: Employee benefit plans and 
employee trusts. 


(11) Limitation — Notwithstanding any other pro- 
vision of this Act, in computing the income of a tax- 
payer for a taxation year, no amount is deductible 
under: paragraph 20(1)(c), (d), (e), (e.1) or (f) in re- 
spect of borrowed money (or other property acquired 
by the taxpayer) in respect of any period after which 
the money (or other property). is used by. the taxpayer 
for the purpose of 


(a) making a payment after November 12, 1981 
as consideration for an income-averaging annuity 
contract, unless the contract. was acquired pursu- 


ant to an agreement in writing entered into before 


November 13, 1981; 


(b) paying a premium (within the meaning as- 
signed by subsection 146(1) read without refer- 
ence to the portion of the definition “premium” in 
that subsection following paragraph (b) of that 
definition) under a registered retirement savings 
plan after November 12, 1981; 
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(c) making a contribution to a registered pension 
plan or a deferred profit sharing plan any No- 
vember 12, 1981, other than 


(i) a contribution described in subparagraph 
8(1)(m)(i1) or (iii) (as they read in their appli- 
cation to the 1990 taxation year) that was re- 
quired to be made pursuant to an obligation 
entered into before November 13, 1981, or 


(ii) a contribution deductible under paragraph 
20(1)(q) or (y) in computing the taxpayer’s 
income; 


(d) making a payment as consideration for an an- 
nuity the payment for which was deductible in 
computing the taxpayer’s income by virtue of 
paragraph 60(); 


(ec), making a contribution to a retirement com- 
pensation arrangement where the contribution 
was deductible under paragraph 8(1)(m. 2) in 
computing the taxpayer’s income; 


(f) making a contribution toa net income stabili- 
zation account; 


(g) making a contribution to any account under a 
provincial pension plan prescribed ‘for the pur- 
pose of paragraph 60(v); or 


(h) making a contribution into a registered educa- 
tion savings plan, i 


and, for the purposes of this Babee chat to the extent 
that an indebtedness is incurred by a taxpayer in re- 
spect of a property and at any time that property or a 
property substituted therefor is used for any of the 
purposes referred to.in this subsection, the indebted- 
ness shall be deemed to be incurred at that time for 
that purpose. 
Related Provisions: 18(1)(u) — Investment counselling and ad- 
ministration fees for RRSP or RRIF are non-deductible ; 
110.6(1)“investment expense’’(a); 248(5) — Substituted property. - 
History: Para. 18(11)(h) added by 1998; c. 19, s. 3, applicable to 
1998 et seq. 
Para. 18(11)(g) added by 1994, c. 21, subsec. 11), EDEN A to 
1993 et seq. 
Para. 18(11)(b) amended by 1994, c. 7, Sch. VIII (1993, c. 24), sub- 
sec. 8(7), applicable to 1992 et seg. Para. 18(11)(b) formerly read: 
(b) paying a premium under a registered retirement savings 
plan after November 12, 1981; 
That portion of subsec. 18(11) following para. (e) amended (para. 
(f) being added) by 1994, c. 7, Sch VII (1993, c. 24), subsec. 8(8), 
applicable to 1991 et.seg. That portion formerly read: > ~ 
and, for the purposes of this subsection, where an indebted- 
ness is incurred by a taxpayer in respect of a property and at 
any time that property or a property substituted therefor is 
used for any of the purposes referred to in paragraphs (a) to 
(e), the indebtedness shall be deemed to be incurred at ‘that 
time for that purpose. 
That portion of subsec. 18(11) preceding para. (a) substituted by 


1994, c. 7, Sch. II (1991, c. 49), subsec. 13(7), fe BA to 1990 er 
seq. That portion formerly read: 


(11) Limitation — Notwithstanding any other provision of 
this Act, in computing the income of a taxpayer for a taxation 
year, no amount shall be deducted under paragraph 20(1)(c), 
(d) or (e) of this Act or paragraph 20(1)(k) of the Income Tax 
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Act, chapter 148 of the Revised Statutes of Canada, 1952, in 
respect of indebtedness incurred for the purpose of 


That portion of subsec. 18(11) following para. (e) added by 1994, c. 
7, Sch. II (1991, c. 49), subsec. 13(8), applicable to 1990 et seq. 


Pre-RSC History: That portion of para. 18(11)(c) preceding sub- 
para. (i) amended by 1990, c. 35, s. 29, to substitute “pension plan” 
for “pension fund or plan”, applicable after 1985. 


Subpara..18(11)(c)(i). amended to add “(as they read in their appli- 
cation to the 1990 taxation year)”, applicable to 1991 et seq.; sub- 
para. (c)(ii) substituted, applicable to 1992 et seq.; para. (e) added, 
applicable to 1989 et seq.;,by 1990, c. 35, subsecs. 3(1) to (3). Sub- 
para. (c)(ii) formerly read: 


(ii) a contribution deductible by the taxpayer | under paragraph 
20(1)(q), (s) or (y); or 


Paras. 18(11)(e) to (h) repealed by 1986, .c: 6; aaiece, 12(2), appli- 
cable to 1986 et seg. Paras. 18(11)(e) to (h) formerly read: 


(e) acquiring property that is or has become an indexed secur- 
ity or for which an indexed security has been substituted, 
other than an amount that relates to a period when the prop- 
erty or any property substituted therefor, as the case may be, 
was not an indexed. security; 


(f) acquiring property that is or has become an interest in a 
trust that is a participant under an indexed security investment 
plan or for which such an interest has been substituted, other 
than an amount that relates to a period when the property: or 
any property substituted therefor, as the case may be, was not 
an interest in such a trust; 


(g) making a contribution to, or acquiring property that is 
used to make a contribution to, a trust under which the tax- 
payer is a beneficiary and that is or has become a participant 
under, an indexed security investment plan, other than an 
amount that relates to a period when the trust was not such a 
participant; or 


(h) acquiring property that is a loan to a trust under which the 
taxpayer, or a person with whom the taxpayer does not deal at 
arm’s length, is a beneficiary and that is or has become a par- 
ticipant under an indexed security investment plan, or for 
which such a loan has been substituted, other than an amount 
that relates to a period when the trust was not-such a. 
participant. 


Paras. 18(11)(e) to (h) added by 1984, c. 1, subsec. 8(2), ‘paleable 
to taxation years ending after September 30, 1983. 


Subsec. 18(11) added by 1980-81-82-83, c. 140, subsec.»11(7). | 
Para. 18(11)(d) applicable to 1982 et seq. 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans; IT-167R6: Registered, pension plans — 
employee’s contributions; IT-307R3: Spousal registered retirement 
savings plans; IT-355R2: Interest on loans to buy life insurance pol- 
icies and annuity contracts, and interest on policy loans. 


(12) Work space in home — Notwithstanding 
any other provision of this Act, in computing an in- 
dividual’s income from a business for a taxation 
year, 


(a) no amount shall be deducted in respect of an 
otherwise deductible amount for any part (in this 
subsection referred to as the “work space’) of a 
self-contained domestic establishment in which 
the individual resides, except to the extent that 
the work space is either 


(i) the individual’s principal place of business, 
or 


(ii) used exclusively for the purpose. of earn- 
ing income from business and used on a regu- 
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lar and continuous basis for meeting clients, 
customers or patients of the individual in re- 
spect of the business; 


(b) where the conditions set out in subparagraph 
(a)(i) or (ii) are met, the amount for the work 
space that is deductible in computing the individ- 
ual’s income for the year from the business shall 
not exceed the individual’s income for the year 
from the business, computed without reference to 
the amount and sections 34.1 and 34.2; and 


(c) any amount not deductible by reason only of 
paragraph (b) in computing the individual’s in- 
come from the business for the immediately pre- 
ceding taxation year shall be deemed to be an 
amount otherwise deductible that, subject to 
paragraphs (a) and (b), may be deducted for the 
year for the work space in respect of the business. 


Related Provisions: 8(13) — Work space in home of employee. 


History: Para. 18(12)(b) amended by 1996, c. 21, subsec. 5(2), ap- 

plicable to 1995 et seq.. The para. formerly read: 
(b) where the conditions set out in subparagraph (a)(i) or (ii) 
are met, the amount for the work space that is deductible in 
computing the individual’s income from.the business for a 
taxation year shall not exceed the individual’s income from 
the business for the year, computed without reference to the 
amount; and 


Pre-RSC History: Subsec. 18(12) added by 1988, c. 55, subsec. 
10(16), applicable to fiscal periods commencing after 1987. 


Interpretation Bulletins: IT-504R2: Visual artists and writers; 
IT-514: Work space in home expenses. 


(13) When s. (15) applies to money lenders — 
Subsection (15) :applies, subject to subsection 
142.6(7), when 


(a) a taxpayer (in this subsection and subsection 
(15) referred to as the “transferor’’) disposes of a 
particular property; 


(b) the disposition is not described in. any_of 
paragraphs (c) to (g) of the definition “superficial 
loss” in section 54; 


(c) the transferor is not an insurer; 


(d) the ordinary business of the transferor in- 
cludes .the lending of money and the particular 
property was used or held in the OrdENAEN, course 
of that business; 


(e) the particular property is a shale) or a loan, 
bond, debenture, mortgage, note, agreement for 
sale or any other indebtedness; 


(f) the particular property was, immediately 
before the disposition, not a capital Peeper, of 
the transferor; 


(g) during the period that begins 30 days before 
and ends 30 days after the disposition, the trans- 
feror or a person affiliated with the transferor ac- 
quires a property (in this subsection and subsec- 
tion (15) referred to as the “substituted property’) 
that is, or is identical to, the — property; 
and 
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(h) at the end of the period, the transferor or a 

person affiliated with the transferor owns the sub- 

stituted property. 
Related Provisions: 18(14) — Alternate application of subsec. 
18(15); 40(2)(g)Q), 54"superficial loss” — Parallel rule for capital 
property; 
History: Subsec. 18(13) amended by abe c. 19, subsec. 79(2), 
applicable, subject to s. 247 of 1998, c. 19. (grandfathering rule re- 
produced after s. 260) to dispositions of property that occur after 


April 26, 1995, other than a disposition that occurred before July 
1995 to which subsec. 142.6(7) 


(a) does not apply; and 


(b) would apply if the disposition had occurred after June 1995. 
The subsec. formerly read: 


(13) Superficial loss — Subject to subsection 142.6(7) and 
notwithstanding any other provision of this Act, where a tax- 
payer (other than an insurer) 


(a) who was a resident of Canada. at any time in a taxa- 
tion year and whose ordinary business during that year 
included the lending of money, or 
(b) who at any time in the year carried on a business of 
lending money in Canada 
has sustained a loss on a disposition of property used or held 
in that business that is a share, or a loan, bond, debenture, 
mortgage, note, agreement of sale or any other indebtedness, 
other than a property that is a capital property of the taxpayer, 
no amount shall be deducted in computing the income of the 
taxpayer from that business for the year in respect of the loss 
where 
(c) during the period commencing 30 days before and 
ending 30 days after the disposition, the taxpayer or a 
person or partnership that does not deal at arm’s length 
with the taxpayer acquired or agreed to acquire the same 
or identical property (in this subsection referred to as the 
“substituted property”), and 
(d) at the end of the period described in paragraph (c), the 
taxpayer, person or partnership, as the case may be, 
owned or had a right to acquire the substituted property, 
-and any such loss shall be added in computing the cost to the 
taxpayer, person or partnership, as the case may be, of the 
substituted property. 
The opening words of subsec. 18(13) amended by 1995, c. 21, s. 48, 
applicable to dispositions occurring after October ae 1994, The 
opening words formerly read: 
(13) Superficial loss — Subject to subsection 138(5.2) and 
notwithstanding any other provision of this Act, where a 
taxpayer 
Pre-RSC History: Subsec. 18(13) added by 1988, c. 55, subsec. 
10(16), applicable to taxation years and fiscal periods commencing 
after June 17, 1987 that end after 1987. 


(14) When s. (15) applies to adventurers in 
trade — Subsection (15) applies where 


(a) a person (in this subsection and subsection 
(15) referred to as the “transferor’) disposes of a 
particular property; 

(b) the particular property is described in an in- 
ventory of a business that is an adventure or con- 
cern in the nature of trade; 


(c) the disposition is not a disposition that is 
deemed to have occurred by section 70, subsec- 
tion 104(4), section 128.1, paragraph 132.2(1)() 
or subsection 138(11.3) or 149(10); 
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..(d) during the period that begins 30 days before 
and ends 30 days after the disposition, the trans- 
feror or a person affiliated with the transferor ac- 
quires property (in this subsection and subsection 
(15) referred to as the “substituted property’’) that 
is, or is identical to, the particular property; and 


(e) at the end of the period, the transferor or a 
person affiliated with the transferor owns the sub- 
stituted property. 


Related Provisions: 10(1.01) — No writedown of inventory held 

as adventure in the nature of trade; 18(13) — Alternate application 
of subsec. 18(15); 40(2)(g)(1), cay eee loss” — Parallel rule 
for capital property; 


History: Subsec. 18(14) added by 1998, c. 19, subsec. 79(2), appli- 
cable to dispositions of property that occur after June 20, 1996, 
other than a disposition that occurred before 1997 to a person or 
partnership that was obliged on June. 20, 1996 to acquire the prop- 
erty pursuant to the terms of an agreement. in writing made on or 
before that day and, for the purpose of this application, a person, or 
partnership shall be considered not to be obliged to acquire property 
where the person or partnership can be excused from performing the 
obligation if there is a.change to the Act or. if there is an adverse 
assessment under the Act. 


(15) Loss on certain properties — If this stib 
section applies because of subsection (13). or (14). to 
a disposition of a particular property, | 
(a) the transferor’s loss, if any, from the disposi- 
tion is deemed to be nil, and 


(b) the amount of the transferor’s loss, if any, 
from the disposition (determined without refer- 
ence to this subsection) is deemed to be a loss of 
the transferor from a disposition of the particular 
property at the first time, after the disposition, 


(i) at which a 30-day period begins throughout 
which neither the transferor nor a person affil- 
lated with the transferor owns 


_ (A) the substituted property, or 


(B) a property that is identical to the sub- 
stituted property and that was acquired af- 
ter the day that is 31 days before the period 
begins, 
(ii) at which the substituted property would, if 
it were owned by the transferor, be deemed by 
section 128.1 or subsection 149(10) to have 
been disposed of by the transferor, 


(iii) that is immediately before control of the 
transferor is acquired by a person or group of 
persons, where the transferor is a corporation, 
or 


(iv) at which the winding-up of the transferor 
begins (other than a winding-up to which sub- 
section 88(1) applies), where the transferor is 
a corporation, 


and for the purpose of paragraph (b), where a part- 
nership otherwise ceases to exist at any time after the 
disposition, the partnership is deemed not to have 
ceased to exist, and each person who was a member 
of the partnership immediately before the partnership 
would, but for this subsection, have ceased to exist is 


deemed to remain a member of the partnership, until 
the time that is immediately after the first time de- 
scribed in subparagraphs (b)(i) to (iv). 

Related Provisions: 13(21.2) — Parallel rule for’ depreciable 
capital property; 14(12) — Parallel rule for eligible capital property; 
18(16) — Deemed identical property; 40(3.3),: (3:4) — Parallel rule 
for capital losses; 69(5)(d) — No application on winding-up; 
°87(2)(g.3) — Amalgamations — continuing ~~” corporation; 
248(12) — Whether properties are identical; 251.1 — Affiliated 
persons; 256(7)—-(9) — Whether control acquired. 

History: Subsec. 18(15) added by 1998, c. 19, subsec. 79(2), appli- 
cable to dispositions of property that occur after April 26, 1995. 
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(16) Deemed identical property — For the pur- 
poses of subsections (13), (14) and.(15), a right to 
acquire a property (other than a right, as security 
only, derived from a mortgage, agreement for sale or 
similar obligation) is deemed to be a property that'is 
identical to the property. 


History: Subsec. 18(16) added by 1998, c. 19, oe 79(2), appli- 
cable to dispositions of property that occur after April 26, 1995. 
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251.1; “amortized cost”, “amount”, “annuity” — 248(1); “arm’s 
length” — 251(1); agsOeiated? 256: “automobile”, “borrowed 
money’, “business” — 248(1); “calendar: year’ — Interpretation 
Act 37(1)(a); “Canada” — 255; “Canadian resource property” — 
66(15),,.248(1); “capital property”. — 54,, 248(1); “class of 
shares” — 248(6); “control” — 256(7)-(9), _ “corporation” — | 
248(1), Interpretation Act 35(1); “debt obligation” — 18(9.1), (9.2); 
gaily 1); “depreciable prop- 
erty” —13(21); 248(1);' “designated insurance property” — 
138(12), '248(1); “dividend”, “employee”, “employee benefit 
plany=> 248(1); “employees profit.sharing plan”? — 144(1),-248(1); 
“employer”, “gross revenue’, “group term life insurance policy” — 
248(1); “identical” — 18(16), 248(12); ‘Sncome-averaging annuity — 
contract”, “income bond”, “income debenture” — 248(1); “incorpo- 
rated employee” — 125(7)“personal services business” (a); “individ- 
ual”, “insurance corporation”, “insurer” — 248(1); “interest on, debt 
relating to the acquisition of land” — 18(3); “inventory” — 248(1); 
“land” — 18(3); “lending asset”, “life insurance corporation”, “‘min- 
eral resource”; “mineral”, “Minister”, “net income stabilization ac-. 
count’, “non-resident” — 248(1); ‘“non-resident-owned: investment 
corporation” — 133(8), 248(1); “outstanding debts to specified non- 
residents” — 18(5); “person”, “personal or living expenses’, “‘per- 
sonal. services business”, “prescribed”, “principal, amount” 
248(1); “profit sharing plan” — 147(1); “property” — 248(1); 
“province” — Interpretation Act 35(1); “received” — 248(7); “reg- 
istered education savings plan” — 146.1(1), 248(1); “registered 
pension plan” — 248(1); “registered retirement savings. plan” — 


2? 066 


BAB COs 248(1); “regulation” — 248(1); ; “resident in Canada” — 
250; “retirement compensation arrangement”, “retirement. income 
fund”, “retirement savings plan”, “salary” — 248(1)“salary or 
wages”; “salary deferral arrangement”, “self-contained domestic es- 
tablishment”, “share”, “shareholder” — 248(1); “‘specified non-resi- 
dent shareholder’ — 18(5); “specified shareholder”. — 18(5), 
18(5.1); 248(1); “substituted property” 18(13)(g), 248(5); “sup- 
plementary unemployment benefit fund” — 145(1), 248(1); “tar 
sands” — 248(1);\ “taxation year” — 11(2), 249; “taxpayer”: — 
248(1);. “trust” —104(1), 248(1),. (3); “writing” — Interpretation 
Act 35(1), 


Interpretation Bulletins [s. 18]: IT-105: Aldtitnisntians costs of 
pension, plans. i 
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18.1 (1) Definitions — The defimitionsti in this sub- 
section apply in this section. 


‘“‘matchable expenditure” of a taxpayer means the 
amount of an ako that is made oh the tax- 
payer to : 
(a) acquire a right to receive anal age 
(b) fulfil a covenant or obligation arising in cir- 
cumstances in which it is reasonable to. conclude 
that a relationship exists between the covenant or 
obligation and a right to receive production, or 


(c) preserve or protect a right to. receive 
production, ) 


but does not include an amount fot which a dedud- 
tion is provided under section 20 in computing the 
taxpayer's income. 


“right to receive production” means a right under 
which a taxpayer is entitled, either immediately or in 
the future and either absolutely or contingently, to 
receive an amount all or a portion of which is com- 
puted by reference to use of property, production, 
revenue, profit, cash flow, commodity price; cost or 
value of property or any other similar criterion or by 
reference to dividends paid or payable to sharehold- 
ers of any class of shares where the amount is in re- 
spect of another taxpayer’s activity, property or busi- 
ness but such a right does not include an income 
interest in a trust, a Canadian resource property or a 
foreign resource property. 

Related Provisions: 88(1)(a)(i) — Treatment of right to receive 
production’ -on windup of corporation; 248(1)“cost 
amount’(e)(iv) — Definition of cost amount does not apply to right 
to receive production. ; 

1.T.. Technical News: No. 10 (net profits interests and proposed 
section 18.1). 


“tax benefit”? means a reduction, avoidance or defer- 
ral of tax or other amount payable under this Act or 
an increase in a refund of tax or other amount under 
this ‘Act. 

“tax shelter’? means a property that would be a tax 


shelter (as defined in subsection 237.1(1)) if 


(a) the cost of a right to receive production were 
the total of all amounts each of which is a match- 
able expenditure to which the right relates; and 


*(b) subsections (2) to (13) did not apply for the 
purpose of computing an amount, or in the case 
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of a partnership a loss, represented to be 
deductible. 


“taxpayer” includes a partnership. 


(2) Limitation on the deductibility of 
matchable expenditure — In computing a tax- 
payer’s income from a business or property for a tax- 
ation year, no amount of a matchable expenditure 
may be deducted except as provided by subsection 
(3). ) 

Related Provisions: 18.1(15) — Non-applicability of limitation; 
87(2)G.2) — Amalgamation — continuing corporation; 
88(1)(a)(i) — Treatment of right to receive production on windup of 
corporation. 

1.T. Technical News: No. 10 (net profits interests and proposed 
section 18.1). 


(3) Deduction of matchable expenditure — If 
a taxpayer's matchable expenditure would, but for 
subsection (2) and this subsection, be deductible in 
computing the taxpayer’s income, there may be de- 
ducted in respect of the matchable expenditure in 
computing the taxpayer’s income for a taxation year 
the amount that is determined under subsection (4) 
for the year in respect of the expenditure. 

Related Provisions: 18.1(6)— Income inclusion; 18.1(10) — 


Amount of deduction if non-arm’s length disposition; 18.1(14) — 
Where right to receive production is reasonably certain. 


(4) Amount of deduction — For the purpose of 
subsection (3), the amount determined under this 
subsection for a taxation year in respect of a tax- 
payer’s matchable expenditure is the amount, if any, 
that is the least of 


(a) the total of 
(1) the lesser of 
(A) 1/5 of the matchable expenditure, and 
(B) the amount determined by the formula 


(A/B) x C 
where 


A is the number of months that are in the 
year and after the day on which the 
right to receive production to which the 
matchable expenditure relates is 
acquired, 

B is the lesser of 240 and the number of 
months that are in the period that be- 
gins on the day on which the right to 
receive production to which the match- 
able expenditure relates is acquired and 
that ends on the day the right is to ter- 
minate, and 


C is the amount of the matchable expen- 
diture, and 


(i1) the amount, if any, by which the amount 
determined under this paragraph for the pre- 
ceding taxation year in respect of the matcha- 
ble expenditure exceeds the amount of the 
matchable expenditure deductible in comput- 
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ing the taxpayer’s income for that preceding 
year, 


(b) the total of 


(i) all amounts each of which is included in 
computing the taxpayer’s income for the year 
(other than any portion of such amount that is 
the subject of a reserve claimed by the tax- 
payer for the year under this Act) in respect of 
the right to receive production to which the 
matchable expenditure relates, and _ 


(ii) the amount by which the amount deter- 
mined under this paragraph for the preceding 
taxation year in respect of the matchable ex- 
penditure exceeds the amount of the matcha- 
ble expenditure deductible in computing the 
taxpayer’s income for that preceding year, and 


(c) the amount, if any, by which 


(i) the total of all amounts each of which is an 
amount of the matchable expenditure that 
would, but for this section, have been deducti- 
ble in computing the taxpayer’s income for 
the year or a preceding taxation year 


exceeds 


(ii) the total of all amounts each of which is an 
amount of the matchable expenditure deducti- 
ble under subsection (3) in computing the tax- 
payer’s income for a preceding taxation year. 


Related Provisions: 18.1(5) — Rules for determining amount. 


(5) Special rules — For the purpose of this 
section, . 


(a) where a taxpayer’s matchable expenditure is 
made before the day on which the related right to 
receive production is acquired by the taxpayer, 
the expenditure is deemed to have been made on 
that day; 


(b) where a taxpayer has one or more rights to 
renew a particular right to receive production to 
which a matchable expenditure relates for one or 
more additional terms, after the term that includes 
the time at which the particular right was ac- 
quired, the particular right is deemed to terminate 
on the latest day on which the latest possible such 
term could terminate if all rights to renew the 
particular right were exercised; 


(c) where a taxpayer has 2 or more rights to re- 
ceive production that can reasonably be consid- 
ered to be related to each other, the rights are 
deemed to be one right; and 


(d) where the term of a taxpayer’s right to receive 
production is for an indeterminate period, the 
right is deemed to terminate 240 months after it is 
acquired. 


(6) Proceeds of disposition considered in- 
come — Where in a taxation year a taxpayer dis- 
poses of all or part of a right to receive production to 
which a matchable expenditure relates, the proceeds 
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of the disposition shall be included. in computing the 
taxpayer’s income for the year. 
Related Provisions: 12(1)(g.1) — Inclusion in income of pro- 


ceeds of disposition, 87(2)(j.2) — Amalgamation — continuing 
corporation. 


(7) Arm’s length disposition — Subject to. sub- 
sections (8) to (10), where in a taxation year a tax- 
payer disposes (otherwise than in a disposition to 
which subsection 87(1) or 88(1) applies) of all of the 
taxpayer’s right to receive production to. which a 
matchable expenditure (other than an expenditure no 
portion of which would, if this section were read 
without. reference to.this subsection, be deductible 
under subsection (3).in computing the taxpayer’s in- 
come) relates, or the taxpayer’s right expires, the 
amount deductible in respect. of. the expenditure 
under subsection (3) in.computing the taxpayer’s in- 
come for the year is deemed to be the-amount, if any, 
determined under paragraph (4)(c) for the year in re- 
spect of the expenditure. | 

Related Provisions: 87(2)(j.2) — Apanigenetae — continuing 


corporation; 88(1)(a)(1) — Treatment of right to receive: production 
on windup of corporation; 251.1 — Affiliated persons. . 


(8) Non-arm’s length disposition — Subsection 

(10) applies where 
(a) a taxpayer’s particular right to receive produc- 
tion to which a matchable expenditure (other than 
an expenditure no portion of which would, if this 
section were read without reference to subsec- 
tions (7) and (10), be deductible under subsection 
(3) in computing the taxpayer’s income) relates 
has expired or the taxpayer has disposed of all of 
the right (otherwise than in a disposition to which 
subsection 87(1) or 88(1) applies); 


(b) during the period that begins 30 days. before 
and ends, 30 days after the disposition or expiry, 
the taxpayer or a person affiliated, or who does 
not deal at arm’s length, with the taxpayer ac- 
quires a right to receive production (in this sub- 
section and subsection (10) teferred to as the 

“substituted property”) that is, or is identical to, 
the particular right; and 


(c) at the end of the period, the taxpayer or a per- 
son affiliated, or who. does not deal at arm’s 
length, with the taxpayer owns. the: substituted 


property. 


(9) Special case — Subsection (10): applies where 


(a) a taxpayer’s particular right to receive produc- 
tion to which a matchable expenditure (other than 
an expenditure no portion of which would, if this 
section were read without reference to subsec- 
tions (7) and (10), be deductible under subsection 
(3) in computing the taxpayer’s income) relates 
has expired or the taxpayer has disposed of all of 
the right (otherwise. than in a disposition to which 
subsection 87(1) or 88(1).applies); and 


(b) during the period that begins at the time of the 
disposition or expiry and ends 30 days after that 
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_time, a taxpayer that had an interest, directly or 
Andirectly, in the right has another interest, di- 
rectly or indirectly, in another right to. receive 
production, which other interest is a tax. shelter or 
a tax shelter investment (as defined by section 
143.2). 


Related Provisions: 18.1(12) — Identical properties. 


(10) Amount of deduction if non-arm’s length 
disposition — Where this subsection applies be- 
cause of subsection (8) or (9) to a disposition or ex- 
piry in a taxation year or a preceding taxation year of 
a taxpayer’s right to receive, production to.,.which a 
matchable expenditure relates, 


(a) the amount deductible under subsection (3) in 
respect of the expenditure in computing the tax- 
payer’s income for a taxation year that ends at or 
after the disposition or expiry of the right is the 
least of the amounts determined under subsection 
(4) for the year in respect of the expenditure; and 


(b) the least of the amounts determined under 
subsection (4) in:respect of the expenditure for a 
_taxation year is deemed to be the amount, if any, 
determined under paragraph (4)(c) in respect of 
the expenditure for the year where the year in- 
cludes the time that is immediately before the 
first time, after the disposition or expiry, 


(i) at which the right would, if it were owned 
by the taxpayer, be deemed by section 128.1 
or subsection 149(10) to have been disposed 
of by the taxpayer, 


(11) that is immediately before control of the 
taxpayer is acquired by a person or group of 
persons, if the taxpayer is a corporation, 


(i11) at: which. winding-up of the taxpayer be- 
gins (other than a winding-up to, which sub- 
section 88(1) applies), if the taxpayer is a 
corporation, 


(iv) if subsection (8) applies, at which a 30- 
day. period begins. throughout. which. neither 
the taxpayer nor a person affiliated; or who 
does not deal at arm’s length, with the. tax- 
payer owns 


(A) the substituted property, or 


(B).a property that is identical to the sub- 
stituted property and that was acquired af- 
ter the day that is 31 days before the period 
began, or 


(v) if subsection (9) applies, at which a 30-day 
period begins throughout which no taxpayer 
who had an interest, directly or indirectly, in 
the right has an interest, directly or indirectly, 
in another right to receive production if one or 
more of those direct or indirect interests in the 

_other right is a tax shelter or tax shelter invest- 
ment (as defined by section 143.2). 


Related Provisions: 18.1(11)— Partnerships; 18.1(12) — Iden- 
tical. properties; 256(7)-(9) — Whether and when. control acquired. 
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(11) Partnerships — For the purpose of paragraph 
(10)(b), where a partnership otherwise ceases to exist 
at any time after a disposition or expiry referred to in 
subsection (10), the partnership is deemed not to 
have ceased to exist, and each taxpayer who was a 
member of the partnership immediately before the 
partnership would, but for this subsection, have 
ceased to exist is deemed to remain a member of the 
partnership until the time that is immediately after 
the first of the times described in subparagraphs 


(10)(b)(@) to (v). 


(12) Identical property — For the purposes of 
subsections (8) and (10), a right to acquire a particu- 
lar right to receive production (other than a right, as 
security only, derived from a mortgage, agreement 
of sale or similar obligation) is deemed to be a right 
to receive production that is identical to the particu- 
lar right. | 


Related Provisions: 248(12) — Extended definition of identical 
properties. 


(13) Application of section 143.2 — For the pur- 
pose of applying section 143.2 to an amount that 
would, if this section were read without reference to 
this subsection, be a matchable expenditure any por- 
tion of the cost of which is deductible under subsec- 
tion (3), the expenditure is deemed to be a tax shelter 
investment and that section shall be read without ref- 
erence to subparagraph 143.2(6)(b)(ii). 


(14) Debt obligations —: Where the rate of return 
on a taxpayer’s right to receive production to which 
a matchable expenditure (other than an expenditure 
no portion of which would, if this section were read 
without reference to this subsection, be deductible 
under subsection (3) in computing the taxpayer’s in- 
come) relates is reasonably certain at the time the 
taxpayer acquires the right, 


(a) the right is, for the purposes of subsection 
12(9) and Part LXX of the Income Tax Regula- 
tions, deemed to be a debt obligation in respect of 
which no interest is stipulated to be payable in re- 
spect of its principal amount and the obligation is 
deemed to be satisfied at the time the right termi- 
nates for an amount equal to the total of the re- 
turn on the obligation and the amount that would 
otherwise be the matchable expenditure that is re- 
lated to the right; and 


(b) notwithstanding subsection (3), no amount 
may be deducted in computing the taxpayer’s in- 
come in respect of any matchable expenditure 
that relates to the right. 


(15) Non-applicability of section 18.1 — Sub- 
ject to subsections (1) and (14), this section does not 
apply to a taxpayer’s matchable expenditure in re- 
spect of a right to receive production if no portion of 
the expenditure can reasonably be considered to 
have been paid to another taxpayer, or to a person 
with whom the other taxpayer does not deal at arm’s 
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length, to acquire the right from the other taxpayer 
and 


(a) the taxpayer’s expenditure cannot reasonably 
be considered to relate to a tax shelter or tax shel- 
ter investment (as defined by section 143.2) and 
none of the main purposes for making the expen- 
diture is that the taxpayer, or a person with whom 
the taxpayer does not deal at arm’s length, Staak 
a tax benefit; or 


(b) before the end of the taxation year in which 
the expenditure is made, the total of all amounts 
each of which is included in computing the tax- 
payer’s income for the year (other than any por- 
tion of such an amount that is the subject of a re- 
serve claimed by the taxpayer for the year under 
this Act) in respect of the right to receive produc- 
tion to which the matchable expenditure relates 
exceeds 80% of the expenditure. 


History: S. 18.1 added by 1998, c. 19, s. 80, applicable to every 
expenditure made by a taxpayer or a partnership after November 17, 
1996 other than, in respect of a particular right to receive produc- 
tion, such an expenditure made 


(a) before 1997 under an agreement in writing made by the tax- 
payer or the partnership before 1997 to acquire ‘the particular 
right id 
(i) in return for paying selling commissions incurred before 
1997 in connection with the distribution of shares ofa mu- 
tual fund corporation or units of mutual fund trust, or 


(ii) to render production services before 1997 for a film or 
video production, 


and, for the purpose of applying this paragraph, the expenditure 
is deemed to have been made no earlier than the time and only 
to the extent it is considered for the purposes of the Act to have 
been made and, if subparagraph (ii) applies, only to the extent 
the services were rendered at or before that time, 


(b) before August 1997 if 


(i) the expenditure was made under an agreement in writing 
made by the taxpayer or the partnership before August 
1997 to acquire the particular right in return for paying sell- 
ing commissions incurred after 1996 and before August 
1997. in connection with the distribution, of shares of a mu- 
tual fund corporation or units of a mutual fund trust that is 
managed by an administrator of mutual funds, 


(ii) the particular right to receive production is identified in 
an advance income tax ruling request delivered to Revenue 
Canada before November 18, 1996, 


(iii) the total of all such expenditures made by any taxpayer 
or partnership in respect of all of the rights identified in the 
advance income tax ruling request does not. exceed 
$30,000,000, and 


(iv) all tax shelter investments (as defined insection 143.2 

of the Act) that can reasonably be considered to relate to 

the expenditure were acquired before August 1997, — 
and, for the purpose of applying this paragraph, an expenditure 
is deemed to have been made no earlier than the time and only 
to the extent it is considered for the purposes of the Act to have 
been made, 


(c) before August 1997 if 


(i) the expenditure is made under an agreement in writing 
made by the taxpayer or the partnership before August 
1997 to acquire the particular right in return for paying sell- 
ing commissions incurred after 1996 and before August 
1997 in connection with the distribution of shares of a mu- 
tual fund corporation or units of a mutual fund trust that is 
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managed by an administrator of mutual funds, other than by 
an administrator of a mutual fund that is or is related to an 
administrator to which paragraph (b) refers in respect of 
commissions incurred in connection with the distribution of 
the shares or units described in paragraph (b), 


(ii) the total of all such expenditures made by any taxpayer 
or partnership to acquire particular rights in return for pay- 
ing selling commissions in connection with the distribution 
of shares of the mutual fund corporation or units of the mu- 
tual fund trust that.is managed by the administrator of mu- 
tual funds or any other person that is related to the adminis- 
trator does not exceed $10,000,000, and 


(iii) all tax shelter investments (as defined in section 143.2 
of the Act) that can reasonably be considered to relate to 
the expenditure were acquired before August 1997, 


and, for the purpose of applying this paragraph, an expenditure 
is deemed to have been made no earlier than the time and only 
to the extent it is considered for the purposes of the Act to have 
been made, 


(d) before November 1997 under an agreement in writing made 
by the taxpayer or the partnership before November 1997 to ac- 
quire the particular right and to render production services 
before November 1997 for a film or video production if 


(1) at least 75% of the expenditures made in respect of the 
film or video production by the taxpayer or partnership per- 
tain to services performed in Canada by residents of Can- 
ada, and 


(ii) all tax shelter investments (as defined in section 143.2 
of the Act) that can reasonably. be considered to relate to 
the expenditure were acquired before November 1997, 


and, for the purpose of applying this paragraph, the expenditure — 
is deemed to have been made no earlier than the time and only 
to the extent it is considered for the purposes of the Act to have 
been made and only to the extent the services are rendered at or 
before that time, 


(e) before 1998, under an agreement in writing made by the tax- 
payer or the partnership before November 18, 1996 to acquire 
the particular right and, for the purpose of this paragraph, if the 
expenditure relates to service obligations to be fulfilled by the 
taxpayer or partnership, the expenditure is deemed to have been 

_ made no earlier than the time and only to the extent it is consid- 
ered for the purposes of the Act to have been made and only to 
the extent the services are rendered at or before that time, 


(f) before 1998, pursuant to the terms of a document that is a 
prospectus, preliminary prospectus or registration statement if 


(i) the document was filed before November 18, 1996 with 
a public authority in Canada in accordance with the securi- 
ties legislation of Canada or of any province and, where 
required by law, accepted for filing by the public authority, 


(ii) the particular right is identified,in the document, and 


(iii) all the funds raised pursuant to the document were 
raised before 1997 and all tax shelter investments (as de- 
fined in section 143.2 of the Act), that can reasonably be 
considered to relate to the: expenditure, were acquired 
before August 1997, 


and, for the purpose of applying this paragraph, if an expendi- 
ture relates to service obligations to be fulfilled by the taxpayer 
or partnership, the expenditure is deemed to have been made no 
earlier than the time and only to the extent it is considered for 
the purposes of the Act to have been made and only to the ex- 
tent the services are rendered at or before that time, or 


(g) before 1998, pursuant to the terms of an offering memoran- 
dum distributed as part of an offering of securities if 


(i) the memorandum contained a complete or substantially 
complete description of the securities contemplated in the 
offering as well as the terms and conditions of the offering, 
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(ii) the memorandum was distributed before November 18, 
1996, 


(ii1) solicitations in respect of the sale of the securities con- 
templated by the memorandum were made before Novem- 
ber 18, 1996, 


(iv) the sale of the securities was substantially in accor- 
dance with the memorandum, 


(v) the particular right is identified in the document, and 


(vi) all the funds raised pursuant to the memorandum were 
raised before 1997 and all tax shelter investments (as de- 
fined in section 143.2 of the Act) that can reasonably be 
considered to relate to the expenditure were acquired before 
August 1997, 


and, for the purpose of applying this paragraph, if an expendi- 

ture relates to service obligations to be fulfilled by the taxpayer 

or partnership, the expenditure is deemed to have been made no. 

earlier than the time and only to the extent it is considered for 

the purposes of the Act to have’ been made and only to the ex- 
- tent the services are rendered at or before that time, 


except that paragraphs (e), (f) and (g) apply to an expenditure only 
if 
(h) there is no agreement or other arrangement under which the 
obligations of the taxpayer or the partnership with respect to the 
expenditure can be changed, reduced or waived if there is a 
change to the Act or if there is an adverse assessment under the 
Act, 


(i) where the expenditure is associated with one or more tax 
shelters sold or offered for sale at a time and in circumstances 
in which section 237.1 of the’ Act requires an identification 
number to have been obtained, the identification number was 
obtained before that time, and 

(j) in the case of an expenditure, including an expenditure to 
which paragraph (e) applies, made pursuant to a document de- 
scribed in paragraph (f) or (g), a portion of the securities author- 
ized to be sold in 1996 pursuant to the document ‘were after 
1995 and before November 18, 1996 sold to, or subscribed for 
by, a person. who was not at the time of sale or subscription 


(i) a promoter, or an agent of a promoter, of the securities, 


(ii) a grantor of the right to receive production to which the 

expenditure relates, é 

(iii) a broker or dealer in securities, or 

(iv) a person who did not deal at arm’s length with a person 

referred to.in subparagraph (i). or (ii). 
Definitions [s. 18.1]: “affiliated” — 251.1; “amount” — 248(1); 
“arm’s length” — 251(1); “business” — 248(1); “Canadian re- 
source property” — 66(15), 248(1); “class of shares” — 248(6); 
“dividend” — 248(1); “foreign resource property” — 66(15), 
248(1); “identical” — 18.1(12); “matchable expenditure” — 
18.1(1); “principal amount’, “‘property” — 248(1); “right to receive 
production” — 18.1(1); “share”, “shareholder” — 248(1); “substi- 
tuted property” — 18.1(8)(b); “tax benefit”, “tax shelter” — 
18.1(1); “taxation year” — 249; “taxpayer” — 18.1(1), 248(1); 
“trust” — 104(1), 248(1), (3). 


19. (1) Limitation re advertising expense — In 
computing income, no deduction shall be made in re- 
spect of an otherwise deductible outlay or expense of 
a taxpayer for advertising space in an issue of a 
newspaper or periodical for an advertisement di- 
rected primarily to a market in Canada unless 


(a) the issue is a Canadian issue of a Canadian 
newspaper or periodical dated after 1975; or 


(b) the issue is an issue of a newspaper or period- 
ical dated after December 31, 1988 that would be 
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a Canadian issue of a Canadian newspaper or pe- 
riodical except that 


(i) its type has been wholly set in the United 
States or has been partly set. in the United 
States with the remainder having been set in 
Canada, or 


(ii) it has been. wholly printed in the United 
States or has been partly printed in the United 
States. with the remainder having. been printed 
in Canada. 


Selected Cases [subsec. 19(1)]: Jay-Kay Publications Ltd. v. 
MNR, [1972] C.T.C. 539 (FCA) (Amounts paid for advertising in 
non-Canadian | periodical. promoting medical. scholarship 
deductible). 


(2) [Repealed under former Act] 


Pre-RSC History: Subsec.-19(1) amended to. substitute, in that 
portion preceding para. (a), “an issue of-a newspaper or periodical” 
for “an issue of a non-Canadian newspaper or periodical dated after 
December 31, 1975” and to add paras. (a) and (b), by 1988, c. 65, s. 
133, in force January 1, 1989. 


Subsec. 19(1) substituted for 19(1) and (2) by 1974-75-76,.c. 106, s. 
1, in force January 1, 1976. Subsecs. 19(1), (2) formerly read: 


19. (1) In computing income, no deduction shall be made in 
respect of an otherwise deductible outlay or expense of a tax- 
payer for advertising space. in an issue of a non-Canadian 
newspaper or periodical dated after December 31, 1965 for an 
advertisement directed primarily to a market in Canada. 


(2) An issue or edition of an issue of any newspaper or peri- 
odical that is edited in whole or in part in Canada and printed 
and published in Canada and that was not on April 26, 1965 a 
Canadian newspaper or periodical shall be deemed, for. the 
purposes of subsection (1), not to be an issue of a non-Cana- 
dian newspaper or periodical if 


(a) throughout the period of 12 months ending April 26, 
1965 issues or editions of issues of that publication were 
being edited.in whole or-in. part in Canada and. printed 
and published in Canada at the usual intervals for issues 
of that publication and have since that date continued to 
be so edited, printed and published without interruption 
except for a reason other than the cessation of the busi- 
_ness of publishing that publication; and 

(b) in the case of a periodical, the periodical is similar, in 
content and in respect of the class of readers to which: it 
is directed, to the issues or editions of that periodical that 
were throughout. the period of 12 months ending April 
26, 1965 being edited in whole or in part in Canada and 
printed and published in Canada. 


(3) Where subsec. (1) does not apply — Sub- 
section (1) does not apply with respect to an adver- 
tisement in a special issue or edition of a newspaper 
that is edited in whole or in part and printed and pub- 
lished outside Canada if that special issue or edition 
is devoted to features or news related primarily to 
Canada and the publishers thereof publish such an 
issue or edition not more frequently than twice a 
year. ve 


(4) [Repealed under former Act] 


Pre-RSC History: Subsec. 19(4) repealed by 1974-75-76, c. 106, 
s. 2, in force January 1, 1976. Subsec. 19(4) formerly read: 


(4) Subsection (1) does not apply with respect to an advertise- 
ment in 


(a) a catalogue, or 
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(b) any publication the principal function of which is the 
encouragement, promotion or development of the fine 
arts, letters, scholarship or ‘religion: 


(5) Definitions — In this section, 


“Canadian issue” means, 
(a) in relation to a newspaper, an issue, including 
a'special issue, 
(i) the type of which, other than the type for 
advertisements or features, 1s set.in Canada, 


(ii) the whole of which, exclusive of any 
comics supplement, is printed in Canada, 
(iil) that is edited in Canada by individuals 
resident in Canada, and 

(iv) that is published in Canada, and . 


(b) in relation to a periodical, an issue, including 
a special issue, 
(i) the type of which, other than the type for 
advertisements, is set in Canada, 


(11) that 1s: printed: in Canada, 


(111) that is edited in Canada by individuals 
resident in Canada, and ; 


(av) that is published in Canada, 
but does not include an issue of a periodical 


(v) that is produced or published under a li-. 
cence granted by a person who produces or 
publishes. issues. of a periodical. that are 
printed, edited or published outside Canada, 
or 


(vi) the contents of which, excluding adver- 
tisements, aré substantially the same as’ the 
contents of an issue of a periodical, or the 
contents of one or more issues of one or more 
-periodicals, that was or were printed, edited or 
published outside’ Canada; 

Pre-RSC History: The definition “Canadian issue” was para. 

19(5)(a). See Table of Concordance. 


“Canadian newspaper or periodical” means a 
newspaper or periodical the exclusive right to pro- 
duce and publish issues. of whichis held by one or 
more of the following: 


(a) a Canadian citizen, 
(b) a partnership 


(1) in which interests representing in-value at 
least /4 of the total value of the partnership 
property are beneficially owned by, and 


(ti) at least “/4 of each income or loss of which 
from any source is included in the determina- 
tion of the income of, 
corporations described in paragraph (e) or Cana- 
dian citizens or any combination thereof, 
(c) an association or society of which at least */4 
of the members are Canadian citizens, 


(d) Her Majesty in right.of Canada or. a province, 
or a municipality in Canada,:or 
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(e) a corporation 


(1) that is incorporated under the laws of Can- 
ada or a, province, 


(ii) of which the chairperson or other presid- 
ing officer and at least */4 of the directors. or 
other similar officers are Canadian citizens, 
and 


(iii) that, if it 1s a corporation having share 
capital, is 


(A) a public corporation a class or classes 
of shares of the capital stock of which are 
listed on a prescribed stock exchange in 
Canada, other than a corporation con- 
trolled by citizens or subjects of a Cm UTELY 
other than Canada, or 


(B) a corporation of which at least */4 of the 
shares having full voting rights under all 
circumstances, and shares having a fair 
market value in total of at least */4 of the 
fair market value of all of the issued shares 
of the corporation, are beneficially owned 
by Canadian citizens or by public corpora- 
tions a class or classes of shares of the cap- 
ital stock of which are listed on a pre- 
scribed stock exchange in Canada, other 
than. a public corporation controlled by cit- 
izens or subjects of a country other than 
Canada, 


and, for the purposes of clause (B), where 
shares of a class of the capital stock. of a:cor- 
poration are owned, or deemed by this defini- 
tion to be owned, at any time by another cor- 
poration (in this definition referred to as the 
“holding corporation’), other than a public 
corporation a class or classes of shares of the 
capital stock of which are listed.on a pre- 
scribed stock exchange in Canada, each share- 
holder of the holding corporation shall be 
deemed to own at that time that proportion of 
the number of such shares of that class that 


(C) the fair market value of the shares of 


the capital stock of the holding corporation | 


owned at that time by the shareholder 
is of | | 


(D). the fair market value of all the issued 
shares of the capital stock.of the holding 
corporation outstanding at that time, 


and, where at any time shares of a class of the 
capital stock of a corporation are owned, or 
are deemed by this definition to be owned, by 


a partnership, each member of the partnership 


shall be deemed to own at that time the least 
proportion of the number of such shares of 
that class that 


(E) the member’s share of the income or 
loss.of the partnership from any source for 
its fiscal. period that includes that time 
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is of . 
(F) the income or loss of the partnership 


from that source for its fiscal period that 
includes that time, 


and for this purpose, where the income and 
loss of a partnership from any source for a fis- 
cal period are nil, the partnership shall be 
deemed to have had income from that source 
for that period in the amount of $1,000,000; 


Related Provisions: 19(6) — Trust property; 19(8) — Anti- 
avoidance — certain newspapers and periodicals deemed not to be 
Canadian. . 


History: Para. (b) and subpara. (e)(iii) of “Canadian newspaper...” 
substituted by 1994, c. 7, Sch. If (1991,.¢..49), subsecs. 14(1), (2), - 
applicable with respect to rights referred to in the definition that are . 
acquired after July 13, 1990 (and rights acquired after 1988 where 
the acquiror of the right so.elects by notifying the Minister of Na- 
tional Revenue in writing before 1992 [1994, c. 7, Sch. VIII (1993, 
c. 24), s. 159 provides that such an election made before December 
11, 1993 shall be deemed to have been made before 1992]) and, for 
this purpose where an individual who is a citizen or subject of a 
country other than Canada or a corporation controlled by such an 
individual or individuals has at any time after July 13, 1990 ac- 
quired, in an arm’s length transaction, 


(a) more than '/4 of the shares of a particular corporation that 
have full voting rights under all circumstances, or 


(b) shares of a particular corporation having a fair market value 
in total of more than 4 of the fair market value of all of the 
issued shares of the particular corporation, 


the particular corporation and any corporation controlled by the par- 
ticular corporation shall be deemed to have acquired at that time any 
right referred to in the definition that is owned by the particular cor- 
poration or controlled corporation at that time. Those portions of 
that definition formerly read: 


(b) a partnership of which at least */4 of the members are Ca- 
nadian citizens and in which interests representing in value at 
least */4 of the total value of the partnership property are bene- 
ficially owned by Canadian citizens, 
(iii) of which, if it is a corporation having share capital, at 
least */4 of the shares having full voting rights under all 
circumstances, and shares representing in total at least °*/s 
of the paid-up capital, are beneficially owned by Cana- . 
dian citizens or by corporations other than corporations 
controlled by citizens or-subjects of a country other than 
Canada; 


Pre-RSC History: Definition “Canadian newspaper or periodi- 
cal” was para, 19(5)(b).. See Table of Concordance. 


Cl. 19(5)(b)(v)(C) amended by 1988, c. 55, s. 11, to substitute “cor- 
porations controlled” for “corporations controlled directly or indi- 
rectly”, applicable to taxation years commencing after 1988. 


Regulations: 3200 (prescribed stock exchange for “Canadian 
newspaper or periodical’ (e)(iii)). 


‘issue of a non-Canadian newspaper or periodical 
[para. 19(5)(c)]’’ — [Repealed under former Act] 


Pre-RSC History: Para. 19(5)(c) repealed by 1988, c. 55, s. 133, 
in force January 1, 1989. Para 19(5)(c) formerly read: 


(c) “issue of a non-Canadian newspaper or periodical” — 
“issue of a non-Canadian newspaper or periodical” means an 
issue that is not a Canadian issue of a Canadian newspaper or 
periodical; and 


“substantially the same” means more than 20% the 
same; 
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Pre-RSC History: Definition 
19(5)(d). 

Pata. 19(5)(d) added by 1977-78, ¢..1, s. 12, applicable to 1978 et 
seq. 


“United States’? means 


(a) the United States of America, but does not in- 
clude Puerto Rico, the Virgin Islands, Guam or 
any other United States poe or territory, 
and 


(b) any areas beyond the territorial sea of the 
United States within which, in accordance with 
international law and its domestic laws, the 
United States may exercise rights with respect to 


“substantially the same’ was para. 


the seabed and subsoil.and the natural resources | 


of those areas. 
Pre-RSC History: Definition “United States” 


Para...19(5)(e) added by 1988, .c. 55, s. 133, in force January 1, 
1989, 


(6) Trust property — Where the right that is held 
by any person, partnership, association or society de- 
scribed in the definition “Canadian newspaper or pe- 
riodical”’ in subsection (5) to produce and publish is- 
sues of a newspaper or periodical is held as property 
of a trust or estate, the newspaper or periodical is not 
a Canadian newspaper. or periodical within the 
meaning of this section unless each. beneficiary 
under the trust or estate isa person, partnership, as- 
sociation or society so described. 


was para. 19(5)(e). 


(7) Grace period — Notwithstanding any other 
provision of this section, where.a newspaper or peri- 
odical that was at any time after June. 30,.1965 a Ca- 
nadian newspaper or periodical within the meaning 
of this section subsequently ceases to be such a Ca- 
nadian newspaper or periodical, the newspaper or 
periodical shall be deemed to continue to be a Cana- 
dian newspaper or periodical within the meaning of 
this section until the expiration of the 12th month 
following the month in which it so ceased to be a 
Canadian newspaper or periodical. 


(8) Non-Canadian newspaper or periodical — 
Where at any time one or more persons or partner- 
ships that are not described in any of paragraphs (a) 
to (e) of the definition “Canadian newspaper or peri- 
odical’” in subsection (5) have any direct or indirect 
influence that, if exercised, would result in control in 
fact of a person or partnership that holds a right to 
produce or publish issues of a newspaper or periodi- 
cal, the newspaper or periodical is deemed not to be 
a Canadian newspaper or periodical at that time. 


Related Provisions: 256(5.1) — General test for 
fact’. 


History: Subsec. 19(8) added by 1995, c. 46, s. 5, applicable after 
December 15,.1995, except that it.does not .apply to a newspaper or 
periodical where the influence that would result in control in fact of 
a person or partnership that holds the right to. produce or publish the 
newspaper or periodical arose as a consequence of a transaction or 
series of transactions that was completed before April 1993. 


Definitions [s. 19]: “beneficially owned” — 248(3); “Canada” — 
255; “Canadian issue” — 19(5); “Canadian newspaper or periodi- 


“control: in 
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“class of shares” — 248(6); “corporation” — 
“estate” — 104(1), 248(1); “paid- 
up capital” — 89(1), 248(1); “person”, “property” — 248(1); “prov- 
ince” — Interpretation Act 35(1); mpubiie corporation” — 89(1), 
248(1); “resident in Canada” — 250; “share”, “shareholder” — 
248(1); “substantially” — 19(5); “taxpayer” — 248(1); “trust” — 
104(1), apse (3); “United States” — sadly 


cal” — 19(5), (8); 
248(1), Interpretation Act 35(1); 


19.1 (1) Limitation re Pecrlsiie expense on 
broadcasting undertaking — Subject to subsec- 
tion (2), in computing income, no deduction shall be 
made in respect of an otherwise deductible outlay or 
expense of a taxpayer made or incurred after Sep- 
tember 21, 1976 for an advertisement directed pri- 
marily to.a market in Canada and broadcast by a for- 
eign broadcasting undertaking. 


(2) Exception — In computing income, a deduc- 
tion may be made in respect of an outlay or expense 
made or incurred before September 22, 1977 for an 
advertisement directed primarily to a market in Can- 
ada and broadcast by a foreign broadcasting under- 
taking pursuant to 


(a) a written agreement entered into on or before 
January 23, 1975; or 


(b) a written agreement entered into after January 
23, 1975 and before September 22, 1976 if the 
agreement is for a term of one year or less and by 
its express terms is not capable of being extended 
or renewed. 


(3) [Repealed under former Act] 
(4) Definitions — In this section, 


“foreign broadcasting undertaking” means a net- 
work operation or a broadcasting transmitting under- 
taking located outside Canada or on a ship or aircraft 
not registered in Canada; 


“network” includes any operation involving two or 
more broadcasting undertakings whereby control 
over all or any part of the programs or program 
schedules of any of the broadcasting undertakings 
involved in the operation is delegated to a network 
operator. 

Pre-RSC History [s. 19.1]: All that portion of subsec. 19.1(2) 
preceding para. (a) substituted and subsec. 19.1(3) repealed by 


1977-78, c. 1, subsecs. 13(1), (2), deemed to have come into force 
on September 22, 1976. 


S. 19.1 added by 1974-75-76, c. 106, s. 3, asec ts in force from 
and after September 22, 1976. 


Definitions [s. 19.1]: “broadcasting” — Interpretation Act 35(1); 
“Canada” — 255; “foreign broadcasting undertaking”, “net- 
work” — 19.1(4); “taxpayer” — 248(1). 


20. (1) Deductions permitted in computing 
income from business or property — Notwith- 
standing paragraphs 18(1)(a), (b) and (h), in comput- 
ing a taxpayer’s income for a taxation. year from a 
business or property, there may, be deducted such of 
the following amounts as are wholly applicable to 
that source or such part of the following amounts as 
may reasonably be regarded as applicable thereto: 
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Related Provisions: See Related provisions at end of s. 20. 


(a) capital cost of property — such part of 
the capital cost to the taxpayer of property, or 
such amount in respect of the capital cost to the 
- taxpayer of property, if any, as is allowed by 
regulation; 


Related Provisions: 13(5) — Transferred property; 13(5.2) — 
Rules applicable; 13(6) — Misclassified property; 13(7) — Change 
in use of depreciable property; 13(11) — Automobile, deduction; 
13(12) — Application of 20(1)(cc); 13(14) — Conversion cost of 
vessel;, 13(21.2) — Transfer of property where u.c.c. exceeds fair 
market value; 13(26)—(32) — Restriction on deduction before avail- 
able for use; 18(3.1)(a) — Costs relating to construction of building 
or ownership of land; 18(12)— Work space in home; 20(1.1) — 
Definitions in 13(21) apply to regulations; 20(16) — Terminal loss; 
21 — Cost of borrowed money; 28(1)(g) — Deduction from farm- 
ing or fishing income when using cash method; 34.2(2)(c) — Maxi- 
mum CCA deemed claimed for purposes of 1995 stub period in- 
come; 36 — Railway companies; 37(6) — Scientific research 
capital expenditures; 67.3 — Limitation re cost of leasing passenger 
vehicle; 68 — Allocation of cost between property and services; 
80(9)(c) — Reduction of capital cost on debt forgiveness ignored 
for purposes of CCA regulations; 85(5) — Rules on transfers of de- 
preciable property; 87(2)(d.1) — Amalgamations — depreciable 
property acquired from predecessor corporation; 104(13) — 
Trusts — Income payable to beneficiary; 107.2 — Distribution by a 
retirement compensation arrangement; 125.4(4) — No Canadian 
film/video production credit to corporation if investor can claim 
CCA; 127.52 — Minimum tax — adjusted taxable income deter- 
mined; 164(6) — Refund — disposition of property by legal repre- 
sentative of deceased taxpayer; 216(5) — Disposition by non-resi- 
dent of interest in real property, timber resource property or timber 
limit. See additional Related provisions and Definitions at end of s. 
20. 


Selected Cases [para. 20(1)(a)]: Hickman Motors Ltd. v..R., 
[1998] 1 C.T.C. 213 (SCC) (Property retains depreciable character 
in hands of transferee; on winding-up, if not used for other 
purposes); Alberta Wheat Pool and Saskatchewan Wheat Pool v. 
Canada, [1997] 1-C.T.C..2627 (TCC) (Only interest capitalized pur- 
suant to section 21 can be included in capital cost of property); 
Kamsel Leasing Inc. v. MNR, [1993] 1.C.T.C. 2279 (TCC) (Agree- 
ment treated as “sale” not “lease” where option to acquire property 
at end of term substantially below probable market value); Société 
Immobiliére SSQ Inc. v. MNR, [1993] .1-C.T.C. 2029 (TCC) (Costs 


incurred by partnership before taxpayer’s acquisition of interest not | 


deductible; contracts not retroactive); British Columbia Telephone 
Co. v. Canada, [1992] 1 C.T.-C, 26 (FCA) (Fibre. optic telephone 
transmission systems properly classified as cable); Vaillancourt v. 
Canada, [1991] 2 C.T.C. 42 (FCA) (Condominium was residential 
and within Class 31). 


Regulations: Part XI (CCA rules); Part XVII (farming and fishing 
property owned since before 1972); Reg. Sch. II-Sch. VI (classes of 


property). 

1.T. Application Rules: 18(2), 20, 26.1(2). 

Interpretation Bulletins: [T-79R3: Buildings or other structures; 
IT-121R3: Election to capitalize cost of borrowed money; IT-128R: 


Depreciable property; IT-147R3: Accelerated write-off of manufac- 
turing and processing machinery and equipment; IT-172R: Taxation 


year of individuals; IT-187: Customer lists and ledger accounts; IT- . 


195R4: Rental property — CCA restrictions; IT-267R2: CCA — 
Vessels; IT-283R2: CCA — video tapes, video tape cassettes, films, 
computer software and master recording media; IT-285R2; CCA — 
General comments; IT-304R: Condominiums; IT-306R2: Contrac- 
tor’s movable equipment; IT-317R: Radio and television equip- 
ment; IT-324: Emphyteutic lease; IT-325R2: Property transfers after 
separation, divorce and annulment; IT-327: Elections under regula- 
tion 1103; IT-336R: Pollution control property; IT-371: Rental 
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property — meaning of “principal business”; [T-422: Definition of 
tools; IT-464R: Leasehold interests; IT-465R: Non-resident: benefi- 
ciaries of trusts; IT-469R: Earth-moving equipment; IT-472: Class 8 
property; IT-476: Gas and oil exploration and production equip- 
ment; IT-477: Patents, franchises, concessions and licences; IT- 
478R: CCA — recapture and terminal loss; IT-481: Timber re- 
source property and timber limits; IT-482: Pipelines; IT-485: Cost 
of clearing or levelling land; IT-492: Industrial mineral mines; IT- 
501: Logging assets. 


information Circulars: 84-1: Revision of capital cost allowance 
claims and other permissive deductions; 87-5: Capital cost of prop- 
erty where trade-in is involved. 


I.T.. Technical News: No..1. (sales commission expenses of mu- 
tual-fund limited partnerships); No. 3 (loss utilization within a cor- 
porate group); No. 12 (“millennium bug”. expenditures). 


Advance Tax Ruling: ATR-1: Transfer of legal title in land to 
bare trustee corporation — mortgagee’s requirements sole reason 
for transfer. 


Forms: T1-CP Summ: Return in respect of certified productions; 
T1-CP Supp: Statement of certified productions; T2S(8): Capital 
cost allowance; T776: Statement ‘of real estate ‘rentals; T777: State- 
ment of employment expenses; T2041: Capital cost allowance 
schedule for self-employed persons; T2132: Capital cost allowance 
schedule (depreciation); T5014: Partnership capital cost allowance 
schedule. 


(b), cumulative eligible. capital amount — 
such amount as the taxpayer may claim in respect 
of a business, not exceeding 7% of the taxpayer’s 
cumulative eligible capital in respect of the busi- 
ness at the end of the year; 


Related Provisions: 14(1) — Inclusion in income from business; 
14(5) — Definitions — “cumulative eligible capital”, “eligible capi- 
tal expenditure”; 24 — Ceasing to carry on business; 28(1)(g) — 
Deduction from farming or fishing income when using cash 
method; 34.2(2)(c) — Maximum amount deemed claimed for pur- 
poses of 1995 stub period income; 70(5.1)-—=+ Eligible capital prop- 
erty of deceased; 70(9.8),— Leased farm property; 87(2)(f) — 
Amalgamations — cumulative eligible capital; 107(2)(f). — Capital 
interest distribution by personal or prescribed trust; 111(5.2) — 
Computation of cumulative eligible capital. See additional Related 
provisions and’ Definitions at end of s. 20. 


Pre-RSC History: Para. 20(1)(b) amended by 1988, c. 55, subsec. 
12(1), to substitute “a business, not exceeding 7%” for “any busi- 
ness, not exceeding 10%”, applicable 


(a) in the case of a corporation, for taxation years commencing 
after June 1988; and 


(b) in any other case, for fiscal periods commencing after 1987. 


Interpretation Bulletins: IT-99R4: Legal and accounting fees; 
IT-123R4: Disposition of and transactions involving eligible capital 
property; IT-123R6: Transactions involving eligible capital prop- 
erty; IT-143R2: Meaning of “eligible capital expenditure”; IT- 
302R3: Losses of a corporation — the effect that acquisitions of 
control, amalgamations, and windings-up have on their deductibil- 
ity — after January 15, 1987; IT-313R2: Eligible capital prop- 
erty — rules where a taxpayer has ceased carrying on a business or 
has died; IT-341R3: Expenses of issuing or selling shares, units in a 
trust, interests in a partnership or syndicate, and expenses of bor- 
rowing money. 


Forms: T5017: Calculation of deduction for cumulative eligible 
capital of a partnership. 


(c) interest —- an amount paid in the year or 
payable in respect of the year (depending upon 
the method regularly followed by the taxpayer in 
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computing the taxpayer’s income), pursuant to a 
legal obligation to pay interest on 


(i) borrowed money used for the purpose of 
earning income from a business or property 
(other than borrowed money used to acquire 
property the income from which would be ex- 
empt or to acquire a life insurance policy), 


(ii) an amount payable for property acquired 
for the purpose of gaining or producing in- 
come from the property or for the purpose of 
gaining or producing income from a business 
(other than property the income from which 
would be exempt or property that is an interest 
in a life insurance policy), — 


(iii) an amount paid to the taxpayer under 


(A) an appropriation Act and on terms and 
conditions approved by the Treasury 
Board for the purpose of advancing or sus- 
taining the technological capability of Ca- 
nadian manufacturing or other industry, or 


(B) the Northern Mineral Exploration As- 


sistance Regulations made under an appro- — 


priation Act that provides for payments in 
respect of the Northern Mineral Grants 
Program, or 


(iv) borrowed money used to acquire an inter- 
est in an annuity contract in respect of which 
section 12.2 applies (or would apply if the 
contract had an anniversary day in the year at 

a time when the taxpayer held the interest) ex- 
cept that, where annuity payments have begun 
under the contract in a preceding taxation 
year, the amount of interest paid or payable in 
the year shall not be deducted to the extent 
that it exceeds the amount included under sec- 
tion 12.2 in computing the taxpayer’s income 
for the year in respect of the taxpayer’s inter- 
est in the contract, 
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or a reasonable amount in respect thereof, which- 
ever 1s the lesser; 


Related Provisions: 9(3) — Capital gains not included. in income 
from property; 12.2(11)— “anniversary . day”; 15.1(2)(a), 
15.1(4) — Small business development bonds; 16(i),— Income and 
capital combined; 16(6) — Indexed debt obligations — amount 
deemed paid as interest; 17 — Loan to non-resident; 18(1)(e) — No 
deduction for contingent reserve; 18(1)(g) — Interest .on. income 
bonds; 18(1)(t)— No deduction for.interest paid on, late payments 
of income tax; 18(2) — Limitation — interest and property taxes on 
land; 18(4)-(8) — Thin. capitalization — limitation on deductibility 
of interest; 18(9)—(9.2) — Prepaid interest; 18(11) — No deduction 
for interest on money borrowed to make RRSP or certain other con- 
tributions; 20(1)(e)— Expense of borrowing money; 20(1)(f)— 
Amounts paid in satisfaction of the “‘principal.amount’; 20(1)(qq) 
(draft) — Interest on share purchase; 20(1.2) — Definitions. in 
12.2(11) apply; 20(2) — Borrowed money; 20(2.1) — Limitation; 
20(2.2) — Life insurance policy; 20(3) — Use of borrowed money; 
20(3.1)— Borrowed money; 20(14)— Accrued bond interest; 
20.1(1) — Borrowed money where property is disposed of; 20.1, 
20.2 (draft) — Money borrowed for distribution; 21(1)-(4) — Cost 
of borrowed money; 60(d) — Annual interest accruing in respect of 
estate tax or succession duties; 67.2 —- Interest.on money borrowed 
for passenger vehicle; 80.5 — Deemed interest — employee deduc- 
tion re funds borrowed to purchase auto or aircraft; 110.6(1) — “in- 
vestment expense”; 127.52(1)(b), (c), (c.2), (e.1) — Limitation on 
deduction for minimum tax purposes; 133(1) — No interest deduc- 
tion to NRO; 137(4.1) — Interest deemed paid on certain reductions 
of capital by ‘credit union; 138(5)(b) — Insurers — limitation; 
212(1)(b) — Non-resident withholding tax on interest; 218 — Loan 
to wholly-owned subsidiary. See additional Related nee ps 
Definitions at end of s. 20. 


History: Subpara. 20(1)(c)(iv) substituted by 1994, c. 7, Sch. Il 
(1991, c. 49), subsec. 15(1), applicable with respect to contracts last 
eoneres after 1989. Subpara. 20(1)(c)(v) formerly read: 


(iv) borrowed money used to acquire an interest in an annuity — 
contract to which section 12.2 applies, except that, where an- 
nuity payments have commenced under the ‘contract in:a pre= ° 
ceding taxation year, the amount of interest paid or payable in 
the year shall not be deducted to the extent that it exceeds the 
amount included under that section or under paragraph 
56(1)(d.1) of the Income Tax Act, chapter 148 of the Revised 
Statutes of Canada, 1952, in computing the taxpayer’s in- 
come for the year with respect to the taxpayer’ s interest in aie 
contract, 


Pre-RSC History: Subpara. 20(1)(c)(iv) amended. by 1990, c..39, 
subsec, 9(1), to substitute “section 12.2 applies” for “section.12.2 
applies, or would apply if the contract had a third anniversary in the 
year,” and “the taxpayer’s interest” for.“‘his interest’, applicable, (by 
subsec. 9(3), as amended by 1991, c. 49, s, ee with rene to 
contracts last acquired after 1989. 
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Subpara.. 20(1)(c)(iv), added. by.. 1980-81-82-83, c. 140, subsec. 
12(1), applicable, with respect to acquisitions occurring after June 
Zo, 1982. 


Selected Cases nme 20(1)(¢)}: Robitailleay. R., [1997] 3 
C.T.C. 3031 (TCC) (Interest on financing of personal assets not 
deductible); Parthenon Investments Ltd. y. R., [1997] 3 C.T.C. 152 
(FCA) (Novation did not create a borrower-lender relationship); 
Shell Canada Ltd. v. R., [1997] 3 C.T.C. 2238 (TCC) (New Zealand 
currency loans intended to get funds at lowest possible after-tax cost 
to borrower); Chase Manhattan Bank of Canada v. R., [1997] 2 
C.T.C. 3097 (TCC) (Interest on money borrowed to pay dividends 
not deductible); 74712 Alberta v. MNR (formerly. Cal-Gas), [1997] 
2 C.T.C. 30 (FCA) (Use of borrowed funds was to honour guaran- 
tee, not for use in business); Barbican Properties Inc. v. Canada, 
[1997] 1 C.T.C. 2383 (FCA) (Deferred interest held to be contin- 
gent and not deductible); Sherway Centre Ltd. vy. Canada, [1996] 3 
C.T.C. 2687: (TCC), (“Participating” interest was not “interest”); 
Hudson Bay Mining Smelting Co. v. Canada, [1996] 2 C.T.C. 
2245D. (TCC) (Payment for accrued interest is for an expectancy to 
receive interest and is not itself interest);.Ludco Enterprises Ltd. v. 
Canada, [1996] 3 C.T.C. 74 (FCA) (Previous treatment by Minister 
not binding); Redclay Holdings Ltd. v. Canada, [1996] 2 C.T.C. 
2347 (TCC) (Deduction disallowed in respect of particular year 
since obligation to pay was contingent, although eventually 
absolute); Tennant v. MNR, [1996] 1-C.T:C. 290 (SCC) (Deductibil- 
ity of interest not related to value of property acquired, especially 
replacement property, but to original purpose of loan); Canwest 
Broadcasting Ltd. v. Canada, [1995] 2 C.T.C. 2780 (TCC) (Interest 
incurred for purpose of gaining access to tax losses of unrelated 
company not deductible); Joy v. Canada, [1995] 1 C.T.C. 2834 
(TCC) (Reference to draft legislation not-permitted as guide to 
interpretation); Ludmer (D.) v. MNR, [1993] 2 C-T.C. 2494 (TCC) 
(Interest on money borrowed to acquire shares in non-resident cor- 
poration not deductible where dividends not expected to exceed in- 
terest costs; interest on money borrowed to earn capital gains not 
deductible); Mark Resources Inc. v. Canada, [1993] 2 C.T.C. 2259 
(TCC) (Interest on money borrowed to contribute capital to foreign 
affiliate for latter to oan MAYES MER income, and: use foreign tax 
losses not deductible; “income” means gross revenue from use of 
money; “reasonable amount” of interest need not exceed revenue); 
Morscher (A.A.) v. MNR, [1992] 2 C.T.C. 2534 (TCC) (interest on 
money used by lawyer to finance. work in progress, deductible); 
Grenier v. MNR, [1992] 1 C.T.C. 2703 (TCC); appealed to FCTD 
(May 22, 1992), File T-1193-92 (Taxpayer allowed to deduct inter- 
est only on portion of loan used to earn income); Kalef v.. MNR, 
[1992] 1 C.T.C. 2771 (TCC). (interest on loan for share purchase 
deductible only for year of purchase); Goulard v. MNR, [1992] 1 
C.T.C. 2396 (TCC) (Interest expenses in respect of share purchase 
arose from legal obligation to repay borrowed money for purpose of 
earning income); The Queen v. Attaie, [1990] 2 C.T.C. 157 (FCA) 
(Deductibility determined by current use of borrowed money, not 
original use); Holotnak v. The Queen, [1990] 1 C.T.C. 13 (FCA) 
(Deduction of interest disallowed when mortgage funds used to 
purchase residence); Malik'v.’:MNR, [1989] 1 C.T.C. 316 (FCTD) 
(Amounts paid with respect to debts when insufficient connection to 
employment not deductible); Bowater Canadian Ltd. v. The Queen, 
[1987] 2 C.T.C. 47 (FCA); leave to appeal to SCC refused (sub 
nom. Bowater Can. Ltd: v. MNR) (1987), 86 NR 265 (note) (Hold- 
ing company rendering technical and administrative services to sub- 
sidiaries disallowed interest deduction when not in business of 
financing); The Queen v. Bronfman Trust, [1987] 1 C.T.C. 117 
(SCC) (Relevancy of current use rather than original use of bor- 
rowed funds when assessing deductibility of interest payments); 
Emerson v. The Queen, [1986] 1 C.T.C. 422 (FCA); leave to appeal 
to SCC refused [1986] 1 SCR vii and 70 NR 160n (June 12, 1986) 
(Interest disallowed where-money borrowed to repay previous loan 
on shares no longer owned); The Queen v. Terra Mining & 
Exploration Ltd. (NPL), [1984] C.T.C., 176 (FCTD) (Accounting 
method used in financial statements must be the same for interest 
expense claims); Sternthal. v. The Queen, [1974] C.T.C. 851 
(FCTD) (Interest paid on borrowed money subsequently loaned in- 
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terest-free to children not deductible); MNR_y.. Mid-West Abrasive 


Co. of Canada Ltd., [1973] C.T.C, 548 (FCTD) (Interest payments 
on borrowed money not deductible prior to year in which money 
used); Trans-Prairie Pipelines Ltd. v. MNR, [1970] C.T.C. 537 
(Exch) (Interest and legal-expenses deductible on money borrowed 
to redeem preferred shares); DWS Corp. v. MNR, [1968] C.T.C. 65 
(Exch); aff’d [1969] C.T.C. vi (SCC) (Interest on money borrowed 
from subsidiary and loaned to another disallowed when loan not 
made for purpose of earning income). 


Regulations: 201(1)(b) (information return). 


Interpretation Bulletins: IT-80: Interest on money borrowed to 
redeem shares or pay dividends; IT-104R2: Deductibility of fines or 
penalties; IT-121R3: Election to capitalize cost of borrowed money; 
IT-153R3: Land developers — subdivision and development costs 
and carrying charges on land; IT-265R3: Payments of income and 
capital combined; IT-315: Interest expense incurred for the purpose 
of winding-up or amalgamation; IT-341R3: Expenses of issuing or 
selling shares, units in-a trust, interests in a partnership or syndicate, 
and expenses of borrowing money; IT-355R2: Interest on loans to 
buy life insurance policies and, annuity contracts, and interest on 
policy loans; IT-362R: Patronage dividends; IT-421R2: Benefits to 
individuals, corporations and shareholders from loans or debt; IT- 
445: Deduction of interest on borrowed funds which are loaned at 
less than a reasonable rate; IT-488R2: Winding-up of 90%-owned 
taxable Canadian corporations; IT-498:.Deductibility of interest on 
money borrowed to reloan to employees or shareholders. 


Information Circulars: 88-2; paras. 19, 20: General anti-avoid- 
ance rule — section 245 of the Income Tax Act; 88-2, Supplement, 
para. 5: General anti-avoidance rule. 

1.T. Technical News: No. 3 (loss | utididation within a corporate 
2roup; use of a partner’s assets by a partnership). 

Advance Tax Ruling: ATR-4: Exchange of interest rates; ATR- 
14: Non-arm’s length interest charges; ATR-16: Inter-company div- 
idends and interest expense; ATR-41: Convertible preferred shares; 
ATR-43: Utilization of a non-resident-owned investment corpora- 
tion as a holding corporation; ATR-44:. Utilization of deductions 
and credits within a related.corporate group; ATR-59: Financing ex- 
ploration and development through limited partnerships. 


Forms: T2210: Verification of policy loan interest by the insurer. 


‘(d) compound interest — an amount paid in 
the year pursuant to a legal obligation to pay in- 
terest on an amount.that would be deductible 
under paragraph (c) if it were paid in.the year or 
payable in respect of the year; 
Related Provisions: 18(11) — Limitation; 20(2.1) — Limitation; 
20(2.2) — Life insurance policy; 21(1)—(4) — Cost. of borrowed 
money; 67.2 — Interest on money borrowed for passenger vehicle; 
67.3 — Limitation re motor vehicle expenses; 127.52(1)(b), (c), 
(c.2), (e.1) — Limitation on deduction for minimum tax purposes; 
138(5)(b) — Insurers — limitation; 248(1) — “Borrowed money”. 
See additional Related provisions and Definitions at end of s. 20. 


Interpretation Bulletins: IT-121R3: Election to capitalize cost of 
borrowed money; IT-355R2: Intereston loans to buy life insurance 
policies. and annuity :contracts, and interest on policy ‘loans; IT- 
362R: Patronage dividends. 


Advance Tax Ruling: ATR-4: Exchange of interest rates. 
Forms: T2210: Verification of policy loan interest by the insurer. 


(e) expenses re financing — such part of an 
amount that is not otherwise deductible in com- 
puting the income of the taxpayer and that is an 
expense incurred in the year or a preceding taxa- 
tion year | 
(1) in the course of an issuance or sale of units 
of the taxpayer where the taxpayer is a unit 
trust, of interests in a partnership or syndicate 
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by the partnership or syndicate, as the case 
may be, or of shares of the capital stock of the 
taxpayer, 


(ii) in the course of a borrowing of money 
used by the taxpayer for the purpose of earn- 
ing income from a business or property (other 
than money used by the taxpayer for the pur- 
pose of acquiring property the income from 
which would be exempt), 


(ii.1) in the course of incurring indebtedness 
that is an amount payable for property ac- 
quired for the purpose of gaining or producing 
income therefrom or for the purpose of gain- 
ing or producing income from a business 
(other than property the income from which 
would be exempt or property that is an interest 
in a life insurance policy), or 


(ii.2) in the course of a rescheduling or re- 
structuring of a debt obligation of the taxpayer 
or an assumption of a debt obligation by the 
taxpayer, where the debt obligation is 


(A) in respect of a borrowing described in 
subparagraph (ii), or 


(B) in respect of an amount payable de- 
scribed in subparagraph (ii.1), 


and, in the case of a rescheduling or restruc- 
turing, the rescheduling or restructuring, as 
the case may be, provides for the modification 
of the terms or conditions of the debt obliga- 
tion or the conversion or substitution of the 
debt obligation to or with a share or another 
debt obligation, 


(including a commission, fee or other amount 
paid or payable for or on account of services ren- 
dered by a. person as a salesperson, agent or 
dealer in securities in the course of the issuance, 
sale or borrowing, but not including any amount 
that is paid or payable as or on account of the 
principal amount of the indebtedness or as or on 
account of interest) that is the lesser of 


(111) that proportion of 20% of the expense that 
the number of days in the year is of 365 and 


(iv) the amount, if any, by which the expense 
exceeds the total of all amounts deductible by 
the taxpayer in respect of the expense in com- 
puting the taxpayer’s income for a preceding 
taxation year, 


and, for the purposes of this paragraph, — 


(v) where in a taxation year all debt obliga- 
tions in respect of a borrowing described in 
subparagraph (ii) or in respect of indebtedness 
described in subparagraph (ii.1) are settled or 
extinguished (otherwise than in a transaction 
made as part of a series of borrowings or other 
transactions and repayments), by the taxpayer 
for consideration that does not include any 
unit, interest, share or debt obligation of the 
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taxpayer or any person with whom the tax- 
payer does not deal at arm’s length or any 
partnership or trust of which the taxpayer or 
any person with whom the taxpayer does not 
deal at arm’s length is a member or benefici- 
ary, this paragraph shall be read without refer- 
ence to the words “‘the lesser of’ and to sub- 
paragraph (iii), and 


(vi) where a partnership has ceased to exist at 
any particular time in a.fiscal period of the 
partnership, 7 


(A) no. amount may be deducted by the 
partnership under. this paragraph im com- 
puting its income for the period, and 


(B) there may be deducted for a taxation 
year ending at or after that time by any 
person or partnership that was a member 
of the partnership immediately before that 
time, that proportion of the amount that 
would, but for this subparagraph,. have 
been deductible under this paragraph by 
the ‘partnership in the fiscal peried ending 
in the year had it continued to exist and 
had the partnership interest not been re- 
deemed, acquired or cancelled, that the fair - 
~ market value of the member’s interest. in 
the partnership immediately before that 
time is of the fair market value of all the 
interests in the partnership immediately 
before that time; _ | 


Related Provisions: 18(11)— Limitation; 20(1)(e.1) — Deduc- 
tion for annual fees, etc.;-20(1)(e.2)—= Premiums ‘on life insurance 
used as collateral; 20(3) — Use of borrowed money; 21(1)-(4) — 
Cost of borrowed money; 53(2)(c)(x) — Deduction from adjusted 
cost base of partnership interest; 87(2)(j.6) — Amalgamations — 
continuing corporation; 110.6(1)— “investment expense”; 
127.52(1)(b), (c), (c.2), (e.1) — Limitation on deduction for mini- 
mum tax purposes; 248(1)— “Borrowed money”; 248(10) — Se- 
ries of transac. Ins. See additional Related provisions and Defini- 
tions at end of s. 20. 


History: The portion of para. 20(1)(e) between subparas, (ii.2) and 
(iii) amended by 1998, c. 19, subsec. 811), applicable to expenses 
incurred after 1987. That portion formerly read: 


(including a commission, fee or other amount paid.or payable . 
for or on account of services rendered by a person as a,sales- 
person, agent or dealer in securities in the course, of the. issu- 
ance, sale or borrowing, but not including any amount that is 
a payment described.in paragraph 18(9.1)(c) or (G) nor any 
amount, paid or payable as or on account of the. principal 
amount of the indebtedness.or as or on.account of. interest) . 
that is the lesser. of 


That portion of para. 20(1)(e) between subparas. (ii) and (iii) (sub- 
paras. (ii.1) and (ii.2) being added) substituted by 1994, c. 21, sub- 
sec. 12(1), applicable to expenses incurred after 1987. That portion 
of the para. formerly read: | 


(including a commission, fee or other amount paid or payable 
for or on account of services rendered by a person as a sales- 
man, agent or dealer in securities in the course of the issu- 
ance, sale or borrowing, but not including any amount paid or 
payable as or on account of the principal ‘amount of the in- 
debtedness or as or on account of interest) that is the lesser of, 
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Subpara. 20(1)(e)(v) substituted by 1994, c. 21, subsec. 12(2), appli- 
cable to expenses incurred after 1987. That subpara. formerly read: 


(v) where in a taxation year all debt obligations in respect of a 
borrowing are settled or extinguished (otherwise than in a 
transaction made as part of a series of borrowings or other 
transactions and repayments) by the taxpayer for considera- 
tion that does not include any unit, interest, share or debt obli- 
gation of the taxpayer or‘any person with whom the taxpayer 
does not deal at arm’s length or any partnership or trust of 
which the taxpayer or any person with whom the taxpayer 
does not deal at arm’s length is a member or beneficiary, this 
paragraph shall be read without reference to the words “the 
lesser of” and to subparagraph (iii), and 


Pre-RSC History: Para. 20(1)(e) substituted by 1988, c. 55, sub- 
sec. 12(2), applicable to expenses incurred after 1987 in respect of 
issuances, sales and borrowings occurring after 1987. Para. (e) for- 
merly read: 


(e) expenses of issuing or selling units, interests or 
shares or borrowing money — an expense incurred in the 
year ) 

_» (i) in the course of issuing or selling units of the taxpayer 
where the taxpayer is a unit trust, interests in a partner- 
ship or syndicate by the partnership or syndicate, as the 
case may be, or shares of the capital stock of the tax- 

_ payer, or 


(11) in the course of borrowing money used by the tax- 
payer for the purpose of earning income from a business 
or property (other than money used by the taxpayer for 
the purpose of acquiring property the income from which 
would be exempt), 


including a commission, fee or other amount paid or payable 
for or on account of services rendered by a person as a sales- 
man, agent or dealer in securities in the course of issuing or 
selling the units, interests or shares or borrowing the money, 
but not including any amount paid or payable as or on ac- 
count of the principal amount of the indebtedness or as or on 
account of interest; 


Para. 20(1)(e) substituted by 1979, c. 5, subsec. 7(1), applicable to 
amounts paid or payable after November 16, 1978. Para. (e) for- 
merly read: 


(e) an expense incurred in the year, 


(1) in the course of issuing or selling shares of the capital 
stock of the taxpayer, or 


(11) in the course of borrowing.money used by the tax- 
payer for the purpose of earning income from a business 
or property (other than money used by the taxpayer for 
the purpose of acquiring property the income from which 
would ‘be exempt), 


bu 


7 


not including any amount in respect of 


(111) a commission or bonus paid or payable to a person to 
whom the shares were issued or sold or from whom the 
money was borrowed, or for or on account of services 
rendered by a person as a salesman, agent or dealer in 
securities in the course of issuing or selling the shares or 
borrowing the money, or 


(iv) an amount paid or payable as or on account of the 
principal amount of the indebtedness incurred in the 
course of borrowing the money, or as or on account of 
interest; 


Selected Cases [para. 20(1)(e)]: Harrowston Corp. v. Canada, 
[1997] 1 C.T.C. 101 (FCA) (Liability to pay tax did not result in 
deductible bad debt); Sherway Centre Ltd. v. Canada, {1996} 3 
C.T.C. 2687 (TCC) (‘Participating” interest was not “interest’”); 
228262 Alberta Ltd. v. MNR, [1996] 1 C.T.C. 2416 (TCC) (Price 
rectification was eligible capital expenditure, not current expense or 
cost of borrowing); The Queen v. Royal Trust Corp. of Canada, 
[1983] C.T.C. 159 (FCA) (Commission payable to broker in the 
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course of public issue was eligible capital expenditure); MNR v. 
Yonge-Eglinton Building Ltd., {1974] C.T.C. 209 (FCA) (Payments 
incidental to borrowing of money under financing agreement for 
construction of building deductible); Riviera Hotel Co. Ltd. v. MNR, 
[1972] C.T.C. 157 (FCTD) (Bonus to discharge loan not 
deductible); Trans-Prairie Pipelines Ltd. v. MNR, [1970] C.T.C. 
537 (Exch) (Interest and legal expenses deductible on money bor- 
rowed to redeem preferred shares). 


Interpretation Bulletins: [T-99R4: Legal and accounting fees; 
IT-121R3: Election to capitalize cost of borrowed money; IT- 
143R2: Meaning of “eligible capital expenditure”; IT-341R3: Ex- 
penses of issuing or selling shares, units in a trust, interests in a 
partnership or syndicate, and expenses of borrowing money. 


Advance Tax Ruling: ATR-49: Long-term foreign debt; ATR-59: 
Financing exploration and development. through limited 
partnerships. 


(e.1) annual fees, etc. — an amount payable 
by the taxpayer (other than a payment that is con- 
tingent or dependent on the use of, or production 
from, property or is computed by reference to 
revenue, profit, cash flow, commodity price or 
any other similar criterion or by reference to divi- 
dends paid or payable to shareholders of any 
class of shares of the capital stock of a corpora- 
tion) as a standby charge, guarantee fee, registrar 
fee, transfer agent fee, filing fee, service fee or 
any similar fee, that can reasonably be considered 
to relate solely to the year and that is incurred by 
the taxpayer 


(i) for the purpose of borrowing money to be 
used by the taxpayer for the purpose of earn- 
ing income from a business or property (other 
than borrowed money used by the taxpayer 
for the purpose of acquiring property the in- 
come from which would be exempt income), 


(ii) in the course of incurring indebtedness 
that is an amount payable for. property ac- 
quired for the purpose of gaining or producing 
income therefrom or for the purpose of gain- 
ing or producing income from a business 
(other than property the income from which 
would be exempt or property that is an interest 
in a life insurance policy), or 


(iii) for the purpose of rescheduling or restruc- 
turing a debt obligation of the taxpayer or an 
assumption of a debt obligation by the tax- 
payer, where the debt obligation is 


(A) in respect of a borrowing described in 
subparagraph (i), or 


(B) in respect of an amount payable de- 
scribed in subparagraph (i1), 


and, in the case of a rescheduling or restructuring, 
the rescheduling or restructuring, as the case may 
be, provides for the modification of the terms or 
conditions of the debt obligation or the conver- 
sion or substitution of the debt obligation to or 
with a share or another debt obligation. 

Related Provisions: 18(11) — Limitation; 20(3) — Use of bor- 

rowed money; 21 — Cost of borrowed money; 87(2)(§.6) — Amal- 


gamations — continuing corporation; 110.6(1) — “investment ex- 
pense”; 127.52(1)(b), (c), (c.2), (e.1) — Limitation on deduction for 
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minimum tax ‘purposes; 248(1)— “Borrowed money”. See addi- 
tional Related provisions and Definitions at end of s. 20. 
History: Para. 20(1)(e.1) substituted by 1994, c. 21, subsec. 12(3), 
applicable to expenses incurred after 1987. That para. formerly 
read: 
(e.1) annual fees, etc. — an amount payable by the taxpayer 
(other than a payment that is contingent or dependent upon 
the use or production from property or is computed by refer- 
ence to revenue, profit, cash flow, commodity price or any 
other similar criterion or by reference to dividends paid or 
payable to shareholders of any class of shares of the capital 
stock of a corporation) as a standby charge, guarantee fee, 
registrar fee, transfer agent fee, filing fee, service fee or any 
similar fee, that may reasonably be considered to relate solely 
to the year and that relates to money borrowed: by the tax- 
payer and used by the taxpayer for the purpose of earning in- 
come from a business or property (other than money used by 
the taxpayer for the purpose of acquiring property the income 
from which would be exempt); 


Pre-RSC History: Para. 20(1)(e.1) added by 1988, c. 55, subsec. 
12(2), applicable to expenses incurred after 1987 in respect of issu- 
ances, sales and borrowings occurring after 1987. 


interpretation Bulletins: IT-121R3: Election to capitalize cost of 
borrowed money; IT-341R3: Expenses of issuing or selling shares, 
units in a trust, interests in-a partnership or syndicate, and expenses 
of borrowing money. 


Advance Tax Ruling: ATR-49: Long-term foreign debt. 


(e.2) premiums on life insurance used as 
collateral — such portion of the lesser of 


(1) the premiums payable. by the taxpayer 
under a life insurance policy (other than an 
annuity contract) in respect of the year, where 


(A) an interest in the policy is assigned to 
a restricted financial institution in the 
course of a borrowing from the institution, 


(B) the interest payable in respect of the 
borrowing is or would, but for subsections 
18(2) and (3.1) and sections 21 and 28, be 
deductible in computing the taxpayer’s in- 
come for the year, and ~ 


(C) the assignment referred to in clause 
(A) is required by the institution as collat- 
eral for the borrowing 


and 


(1i) the net cost of pure insurance in respect of 
the year, as determined in accordance with the 
regulations, in respect of the interest in the 
policy referred to in clause (i)(A), 


as can reasonably be considered to relate to the 
amount owing from time to. time during the year 
by the taxpayer to the institution under the 
borrowing; 
Related Provisions: 127.52(1)(b), (c), (c.2), (e.1) — Limitation 
on deduction for minimum tax purposes. 


History: Para. 20(1)(e.2) added by 1994, c..7, Sch. II (1991, c. 49), 
subsec. 15(2), applicable with respect to premiums payable after 
1989. 

Regulations: 308 (net cost of pure insurance). 


Interpretation Bulletins: IT-309R2: Premiums on life insurance 
used as collateral; IT-341R3: Expenses of issuing or selling shares, 
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units in a trust, interests in a partnership or syndicate, and expenses 

of borrowing money. 
(f) discount on certain sbligationnes on 
amount paid in the year in satisfaction of the 
principal amount of any bond, debenture, bill, 
note, mortgage or similar obligation issued by the 
taxpayer after June 18, 1971 on which interest 
was stipulated to be payable, to the extent that the 
amount so paid does not exceed, 


(i) in any case where the obligation was issued 
for an amount not less than 97% of its princi- 
pal amount, and the yield from the obligation, 
expressed in terms of an annual rate on the 
amount for which the obligation was issued 
(which annual rate shall, if the terms of the 
obligation or any agreement relating. thereto 
conferred on its holder a right to demand pay- | 
ment of the principal amount of the obligation 
or the amount outstanding as or on account of 
its principal amount, as the case may be, 
before the maturity of the obligation, be calcu- 
lated on the basis of the yield that produces 
the highest annual rate obtainable either on 
the maturity of the obligation or conditional 
on the exercise of any such right) does not ex- 
ceed */3 of the interest stipulated to be payable 
on the obligation, expressed in terms of an an- 
nual rate on 
(A) the principal amount of the obligation, 
if no amount is payable on account of the 
principal amount before the maturity of the 
obligation, or 


(B) the amount éutstanatie from time to 
time as or on account of the principal 
amount of the obligation, in any other 
case, 


the amount by which the lesser of the princi- 
pal amount of the obligation and all amounts 
paid in the year or in any preceding year in 
satisfaction of its principal amount exceeds 
the amount for which the obligation was is- 
sued, and 


(ii) in any other case, */4 of the asset of the 
amount so paid and the amount by which the 
lesser of the principal amount of the obliga- 
tion and all amounts paid in the year or in any 
preceding taxation year in satisfaction of its 
principal amount exceeds the amount for 
which the obligation was issued; 
Related Provisions: 18(1)(f) — Payments on discounted: bonds; 
18(11) — Limitation; 110.6(1) — “investment... expense”; 
127.52(1)(b), (c), (c.2), (e.1) — Limitation on deduction for mini- 
mum tax purposes. See additional Related provisions and Defini- 
tions at end of s. 20. 
Pre-RSC History: Subpara. 20(1)(f)(ii) amended by. 1988, c. 55, 
subsec. 12(3), to substitute ““/4” for “'/2” and “any preceding taxation 
year” for “any preceding year”, applicable to taxation years and-fis- 
cal periods ending after 1987, except that 


(a) where the taxpayer is an individual or a partnership, fi tax- 
ation years and fiscal periods ending after 1987 and before 
1990, the reference to “*/s” shall be read as a reference to “7/3”; 
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(b) where the taxpayer is a Canadian-controlled private corpora- 
tion throughout its taxation year, for taxation years ending after 
1987 and commencing before 1990, the reference to ““/s” shall, 
in respect of the corporation for the year, be read.as a reference 
to the fraction determined in the aggregate of 


(i) that proportion of '/2 that the number of days in the year 
that are before 1988 is of the number of days in the year, 


(ii) that proportion of 7/; that the number of days in the year 
that are after 1987 and before 1990 is of the number of days 
in the year, and 


(iii) that proportion of 7/4 that the number of days in the year 
that are after 1989 is of the number of days in the year; and 


(c) where the taxpayer is a corporation that was not a Canadian- 
controlled private corporation throughout its taxation year, for 
taxation years ending after 1987 and commencing before 1990, 
the reference to ““/s” shall, in respect of the corporation for the 
year, be read as a reference to the fraction determined as the 
aggregate of vee ! 
(i) that proportion of '/2 that the number of days in the year 
that are before July 1988 is of the number of days in the 
year, 
(ii) that proportion of */ that the number of days in the year 
that are after June 1988 and before 1990 is of the number of 
days in the year, and 
(iii) that proportion of */s that the number of days in the year 
that are after 1989 is of the number of days in the year. 
All that portion of para. 20(1)(f) following clause (i)(B) substituted 
by 1973-74, c. 14, s. 5, applicable to 1972 et seq. 


Interpretation Bulletins: IT-341R3: Expenses of issuing or sell- 
ing shares, units in a trust, interests in a partnership or syndicate, 
and expenses of borrowing money. 


(g) share transfer and other fees — where 
the taxpayer is a corporation, 


(i) an amount payable in the year as a fee for 
services rendered by a person as a registrar of 
or agent for the transfer of shares of the capi- 
tal stock of the taxpayer or as an agent for the 
remittance to shareholders of the taxpayer of 
dividends declared by it, 


(ii) an amount payable in the year as a fee to a 
stock exchange for the listing of shares of the 
capital stock of the taxpayer, and 


(iii) an expense incurred in the year in the 
course of printing and issuing a financial re- 
port to shareholders of the taxpayer or to any 
other person entitled by law to receive the 
report; ae 

Related Provisions: See Related provisions and Definitions at 

end of s. 20. 

Selected Cases [para. 20(1)(g)]: Boulangerie St-Augustine Inc. 


v. Canada, [1995] 2 C.T.C. 2149 (TCC) (Cost of shareholder com- 
munications on take-over bid deductible). 


(h), (i) [Repealed under former Act] 


Pre-RSC History: Paras. 20(1)(h), (i) repealed by 1984, c. 45, 
subsec. 10(1), applicable in respect of bills drawn after June 1984. 
Paras. 20(1)(h), (i) formerly read: 


(h) certification fee paid to bank — an amount payable by 
the taxpayer in the year as a fee to a bank to which the Bank 
Act or the Quebec Savings Banks Act applies for the certifica- 
tion of a non-interest-bearing post-dated bill drawn by the 
taxpayer on the bank and payable not more than 366 days 
from the date of the certification; 
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(i) sale of bill — where a bill described in paragraph (h) that 
was drawn by the taxpayer has been sold by the taxpayer in 
the year, the amount, if any, by which the principal amount of 
the bill exceeds the consideration paid by the purchaser to the 
taxpayer for the bill so sold; - 


Para. 20(1)(h) substituted by 1980-81-82-83, c. 48, subsec. 10(1), 
applicable with respect to amounts becoming payable after Decem- 
ber 11, 1979. to substitute “366” for “90”, 


(j) repayment of loan by shareholder — 
such part of any loan or indebtedness repaid by 
the taxpayer in the year as was by virtue of sub- 
section 15(2) included in computing the tax- 
payer’s income for.a preceding taxation year (ex- 
cept to the extent that the amount of the loan or 
indebtedness was deductible from the taxpayer’s 
income for the purpose of. computing the tax- 
payer’s taxable income for that preceding taxa- 
tion year), if it is established by subsequent 
events or otherwise that the repayment was not 
made as part of a series of loans or other transac- 
tions and repayments; 

Related Provisions: 20(3)— Use of borrowed money; 

110.6(1) — “investment expense”; 227(6.1) — Repayment of loan 

by shareholder when shareholder is non-resident; 248(10) — Series 


of transactions. See Related provisions and Definitions at end of s. 
20. 


Pre-RSC History: Para. 20(1)(j) substituted by 1980-81-82-83, c. 
140, subsec. 12(2), applicable to 1982 et seg. Para. 20(1)G) formerly 
read: 


(j) such part of any loan repaid by the taxpayer in the year as 
was by subsection 15(2) required to be included in computing 
the income of the taxpayer for a previous year (except to the 
extent that the amount of the loan was deductible from the 
taxpayer’s income for the purpose of computing his taxable 
income for that previous year), if it is established by subse- 
quent events or otherwise that the repayment was not made as 
part of a series of loans and repayments; 


Interpretation Bulletins: IT-119R3: Loans to shareholders and 
certain persons connected to shareholders. 


1.T. Technical News: No. 3 (paragraphs 15(2)(b) and 20(1)(j)). 
(k) [Repealed under former Act] 


Pre-RSC History: Para. 20(1)(k) repealed by 1988, c. 55, subsec. 
12(4), applicable with respect to amounts paid or payable after June 
1988. (See subsec. 16(1) as amended by 1988, c. 55). Para. 20(1)(k) 
formerly. read: 
(k) combined income and capital — such part of a 
payment 
(i) repaying borrowed money used for the purpose of 
earning income from a business or property (other than 
borrowed money used to acquire property the income 
from which would be exempt), or 
(ii) for property acquired for the purpose of gaining or 
producing income therefrom or for the purpose of gain- 
ing or producing income from a business (other than 
property the income from which would be exempt), 
made by the taxpayer in the year as is by subsection 16(1) 
required to be included in computing the recipient’s income 
for a taxation year; 


(1) doubtful or impaired debts —a reserve 
determined as the total of 
(i) a reasonable amount in respect of doubtful 


debts (other than a debt to which subpara- 
graph (ii) applies) that have been included in 
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computing the taxpayer’s income for the year 
or a preceding taxation year, and 


(ii) where the taxpayer is a financial institu- 
tion (as defined in subsection 142.2(1)) in the 
year or a taxpayer whose ordinary business in- 
cludes the Jending of money, an amount in re- 
spect of properties (other than mark-to-market 

properties, as defined in that subsection) that 
are 


(A) impaired loans or lending assets. that 
are specified debt obligations (as defined 
in that subsection) of the taxpayer, or 


(B) impaired loans or lending assets that 
were made or acquired by the taxpayer in 
the ordinary course of the taxpayer’s busi- 
ness of insurance or the lending of money 


equal to the total of 


(C) the percentage (not exceeding 100%) 
that the taxpayer claims of the prescribed 
reserve amount for the taxpayer for. the 
year, and 


(D) in respect of loans, lending assets or 
specified debt obligations that are impaired 
and for which an amount is not deductible 
for the year because of clause (C) (each of 
which in this clause is referred to as a 
“loan”), the taxpayer’s specified percent- 
age for the year of the lesser of 


(1) the total of all amounts each of 
which is a reasonable amount as a re- 
serve (other than any portion of which 
is in respect of a sectoral reserve) for a 
loan in respect of the amortized cost of 
the loan to the taxpayer at the end of 
the year, and 


(iI) the amount determined by the 
formula 


0.9M — N 
where 


M is the amount that is the taxpayer’s 
reserve or allowance for impairment 
(other than any portion of the 
amount that is in respect of a 
sectoral reserve) for all loans that is 
determined for the year in accor- 
dance with generally accepted ac- 
counting principles, and 


N is the total of all amounts each of 
which is. the specified reserve ad- 
justment for a loan (other than an 
income bond, an income debenture, 
a small business bond or small busi- 
ness development bond) for the year 
or a preceding taxation year; 

Related Provisions: 12(1)(d) — Income inclusion in following 
year; 12(4.1) — Regular interest income rules do not apply where 
20(1)(1)(Gii) applies; 16(7)) — Indexed debt obligation rules do not 
apply where: 20(1)(1)(ii) applies; 18(1)(s) — Limitation‘on deduc- 
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tion by insurer or money ‘lender; 20(1)(p)~ Bad debt deduction; 
20(2.3) — Sectoral. reserve;* 20(2.4) — Specified percentage; 
20(27) — Non-arm’s length acquisition of loan ‘or lending asset; 
20(30) — Specified. reserve:'adjustment; 22(1)— Sale: of accounts 
receivable; 34.2(2)(c) — Maximum ‘reserve deemed claimed for 
purposes of 1995 stub period income; 79.1(8)— Creditor cannot 
deduct amount for bad or impaired debt where property seized; 
87(2)(g) — Amalgamations — reserves; 87(2)(h) — Amalgama- 
tions — debts; 87(2.2) — Amalgamation of insurance corporations; 
88(1)(g) — Winding-up of subsidiary insurance corporations; 
111(5.3) — Doubtful debts and bad debts; 138(5)(a) — Deductions 
not allowed; 138(11.31)(b) — Change .in use rule for insurance 
properties does not apply. for purposes ‘of °20(1)(1);, 142:3(1)(c) — 
Amount deductible in respect of specified debt obligation; 
142.3(4) — Specified debt obligation rules do.not apply where 
20(1)()(G1) applies; 149(10)(a.1) — Exempt corporations; 257 — 
Formula cannot calculate to less than zero; Reg. 2405(3)“gross Ca- 
nadian life investment income”(d), (i) — Inclusion in life insurer’s 
income for following year. See additional Related provisions and 
Definitions at end of s. 20. 


History: Para. 20(1)(1) amended by 1998, C ‘19, subsec. 81(4), 
applicable 


(a) to taxation years that end after September 1997; and 


(b) to a taxpayer’s ‘taxation years that end after 1995 and before 
October 1997 where the taxpayer elects. in writing to have the 
amendment apply to the year and files the election with the 
Minister of National Revenue before October 1998. 


The para. formerly read: 


(1) reserve for doubtful debts — a reserve determined as the 
total of 


(1).a reasonable amount in respect of doubtful debts: that 
have been included in computing the income of the tax- 
payer for that year or, a preceding year, and 


(ji) where the taxpayer is a financial institution Gs de- 
fined in subsection 142.2(1)) in the year or a taxpayer 
whose ordinary business includes the lending of money, 
an amount in respect of properties (other than: mark-to- 
market properties, as defined in that subsection) that are 
doubtful loans or. lending assets. that, were made or ac- 
quired by the taxpayer in the ordinary course of the tax- 
payer’s business of insurance or the lending of money or 
that were specified debt obligations (as defined in that 
subsection) of the taxpayer, equal to the total of 


(A) the prescribed reserve amount for. the pax payer 
for the year, and 


(B) in respect of doubtful. loans. or, lending assets for 
which an amount was not deducted: for the ear by 
reason of clause (A) (in this clause referred to as the 
“loans”), the lesser of 


(1) a reasonable amount as a reserve for the loans 
in respect of the amortized cost of the pans to 
the taxpayer at the end of the yearj and © 


(II) the product obtained when the total of 


1. that part of the reserve for the loans re- 
ported in the financial statements of the tax-_ 
payer for the year that is in respect of the 
amortized cost to the taxpayer at the end of 
the year of the loans, and 


2. the total of all amounts included under 
subsection 12(3) or paragraph 142.3(1)(a) in 
computing the taxpayer’s income for the 
year or a preceding taxation year to the ex- 
tent that those armounts reduced the part of 
the reserve referred to in sub-subclause 1 


is multiplied by one minus the es recov- 
ery rate, 
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or such lesser amount as’ the taxpayer may. claim’ where 
‘the lesser amount is the total of a percentage of the 
amount determined under clause (A). and the same per- 
centage of the amount determined under clause (B); 


The opening words. of subpara. 20(1)(1)(ii) and sub-subcl, 
20(1)()Gi)(B)UD2 amended by 1998, c. 19, subsec. 81(2) and (3), 
applicable to taxation years that end after February 22, 1994. The 
opening words and sub-subcl. formerly read: 


(ii) an amount in respect of doubtful loans or lending assets of | 
a taxpayer who. was. an insurer or whose ordinary business 
included the lending of money, made or acquired by the tax- 
payer in the ordinary course of the taxpayer’s business of in- 
surance or the lending of money, equal to the total of 


2.. the total of all amounts included in computing the tax- 
payer’s income under subsection 12(3) for the year or a pre- 
ceding taxation year to the extent that those amounts reduced 
the part of the reserve referred to in'sub-subclause 1 


Pre-RSC History: Para. 20(1)(1) substituted by 1988, c. 55, sub- 
sec. 12(5), applicable to taxation years and fiscal periods commenc- 
ing after June 17, 1987 that end after 1987. Para. (1) formerly read: 


(1) a reasonable amount as a reserve for 


(i) doubtful debts that have been included in computing 
the income of the rae for os yeat or a Pave? 
year, and 


(ii) doubtful debts arising from loans made in the ordi- 
nary course of business by a taxpayer part of whose ordi- 
nary. business was the lending of money; 


Selected Cases [para. 20(1)(I)]: Stokesly Ltd. v. MNR, [1996] 3 
C.T.C. 2928 (TCC) (Change in structure of business did not alter 
character of business or character of inventory); Monaghan v. Can- 
ada, [1996] 2 C.T.C. 2169 (TCC) (Significant events occurring well 
after year-end do not affect determination of bad debt); Rostland 
Corp. vy. Canada..|1995], 2,C. EC 2276 (TCC) (Interest income in 
heavily leveraged real estate venture was income from an active 
business and not FAPI); Remington v. Canada, [1995] 1 C.T.C. 9 
(FCA) (Reserve allowed where conduct of taxpayer was adventure 
in nature of trade); Gibraltar Mines Ltd. v. The Queen, [1983] 
C.T.C. 261 (FCA) (Agreement that taxpayer would mine’ adjacent 
property; costs transferred to adjacent owner attributed to trading 
debts; reserve permitted). 


Regulations: 8000(a) (prescribed reserve amount). 
I.T. Application Rules: 23(5)“investment interest”. 


Interpretation Bulletins: IT-109R2: Unpaid amounts; IT-188R: 
Sale of accounts receivable; IT-291R2: Transfer of property to a 
corporation under subsection 85(1); IT-302R3: Losses of a corpora- 
tion — the effect that acquisitions of control, amalgamations, and 
windings-up have on their deductibility — after January 15, 1987; 
IT-345R: Special reserve — loans secured by mortgages; IT-442R: 
Bad debts and reserve for doubtful debts; IT-505: Moreepe foreclo- 
sures and conditional sales repossessions. 


Advance Tax Ruling: ATR-6: Vendor reacquires business assets 
following default by purchaser. 
(1.1) reserve for guarantees, etc. — a reserve 
in respect of credit risks under guarantees, indem- 
nities, letters of credit or other credit facilities, 
bankers’ acceptances, interest rate or currency 


swaps, foreign exchange or other future or option | 


contracts, interest rate protection agreements, risk 
participations and other similar instruments or 
commitments issued, made or assumed by a tax- 
payer who was.an insurer or whose ordinary busi- 
ness. included the lending of money in favour of 
persons with whom the taxpayer deals at arm’s 
length in the ordinary course of the taxpayer’s 
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business of insurance or the lending of money, 
equal to the lesser of 


(i) a reasonable amount as a reserve rie credit 

“risk losses of the taxpayer expected to arise 
after the end of the year under or in respect of 
such instruments or commitments, and 


(11) 90% of the reserve for credit risk losses of 
the taxpayer expected to arise after the end of 
the year under or in respect.of those instru- 
ments or commitments determined: for the 
year in accordance with generally accepted 
accounting principles, 


or such lesser amount as. the taxpayer may claim; 


Related Provisions: 12(1)(d.1) — Income inclusion in following 
year; 20(27) — Non-arm’s length acquisition of loan or lending as- 
sets; 34.2(2)(c) — Maximum reserve deemed claimed for purposes 
of 1995 stub period income; 87(2)(g)— Amalgamations — 
reserves; 87(2)(h) — Amalgamation — debts; 87(2.2) — Amalga- 
i Winding-up of sub- 
sidiary insurance corporations; 149(10)(a.1)\— Exempt corpora- 
tions. See additional Related provisions and Definitions at end of s. 
20. 


History: Subpara. 20(1)(.1)Gi) vende by 1998, c.. 19, subsec. 
81(5), applicable 


(a) to taxation’ years that end after September 1997; and 


(b) to a taxpayer's taxation years that end after 1995 and before 
October 1997 where the taxpayer elects in writing to have the 
amendment to para. 20(1)() (made byz 1998,..cs. 19. subsec. 
81(4)) apply to, the year and files the election with the Minister 
of National Revenue before October 1998. 

The subpara. formerly read: 


(ii) the product obtained when the. reserve ce credit. risk 
losses of the taxpayer expected to arise after the end of the 
year under or in respect of such instruments or commitments 
reported in the financial statements of the taxpayer for the 
year is multiplied by one. minus the prescribed recovery rate, 


Pre-RSC History: Para. 20(1)(1.1) added by, 1988, c. 55, subsec. 
12(5), applicable to taxation years and fiscal periods commencing 
after June 17, 1987 that end after 1987. 


Regulations: 8001 (prescribed recovery rate), 


(m) reserve in respect of certain goods 
and services — subject to subsection (6), 
where amounts described in paragraph 12(1)(a) 
have been included in computing the taxpayer’s 

‘income from a business for the year or a previous 
year, a reasonable amount as a reserve in respect 
of 


(i) goods that it is reasonably anticipated will 
have to be delivered after the end of the year, 


(ii) services that it is reasonably anticipated 
will have to be rendered after the end of the 
year, Awl 

(ii) periods for which rent or other amounts 
for the possession or use of land or chattels 
have been paid in advance, or 


(iv) repayments under arrangements or under- 
standings of the class described in subpara- 
graph 12(1)(a)(ii) that it is reasonably antici- 
pated will have to be made after the end of the 
year on the return or resale to the taxpayer of 
articles other than bottles; 
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Related Provisions: 12(1)(e)(i) — Income inclusion in following 
year; 20(6) — Special reserves; 20(7) — Where. 20(1)(m) does not 
apply; 20(24) — Amounts paid for undertaking future obligations; 
32(1) — Insurance agents and brokers; 34 — Professional business; 
34.2(2)(c) — Maximum reserve deemed claimed for purposes of 
1995 stub period income; 87(2)(g) — Amalgamations — reserves; 
149(10)(a.1) — Exempt corporations. See additional Related provi- 
sions and Definitions at end of s. 20. 


Selected Cases [para. 20(1)(m)]: Westcoast Petroleum Ltd. v. 
Canada, [1989] 1 C.T.C. 363 (FCTD) (Reserve cannot be claimed 
when no services are to be rendered); J.W. Baker Agency (1976) 
Ltd. v. Canada, [1989] 1 C.T.C: 246 (FCA) (Portion of insurance 
commissions deductible when commissions earned over life of 
policies); Sears Canada Inc. v. Canada, {1989} 1 €.T.C. 127 
(FCA); leave to appeal to SCC refused (sub nom.Sears Can. Inc. v. 
MNR) (1989), 100 NR 160 (note) (Maintenance agreement for ap- 
pliances constituted indemnity; reserves disallowed); Burrard 
Yarrows Corp. v. The Queen, [1988] 2 C.T.C..90 (FCA) (Reserve 
on progress payments permitted only on amounts earned in the 
year);, Dixie Lee (Maritimes) Ltd. v. The Queen, [1988] 1 C.T.C. 
193 (FCTD) (Amount received pursuant to franchise agreement re- 
garded as income when receivable). 


Interpretation Bulletins: IT-92R2: Income of contractors; IT- 
154R: Special reserves; IT-165R: Returnable containers; IT-215R: 


funeral costs; IT-261R: Prepayment of rents; IT-321R: Insurance 
agents and brokers — unearned commissions. 


(m.1) manufacturer’s warranty reserve — 
where an amount described in paragraph 12(1)(a) 
has been included in computing the taxpayer’s in- 
come from a business for the year or a preceding 
taxation year, a reasonable amount as a reserve in 
respect of goods or services that it is reasonably 
anticipated will have to be-delivered or rendered 


after the end of the year pursuant to an agreement — 


for an extended warranty 


(i) entered into by the taxpayer with a person 
with whom the taxpayer v was dealing at arm’s 
length, and 


(11) under which the only obligation of the tax- 


payer is to provide such goods or services | 


with respect to property manufactured by the 
taxpayer or by a corporation related to the 
taxpayer, 


not exceeding that portion of the amount paid or 
payable by the taxpayer to an insurer that carries 
on an insurance business in Canada to insure the 
taxpayer’s liability under the agreement in. re- 
spect of an outlay or expense made or incurred 
after December 11, 1979 and in respect of the pe- 
riod after the end of the year; 
Related Provisions: 12(1)(e)(i) — Income inclusion in following 
year; 20(24) — Amounts paid for undertaking future obligations; 
34.2(2)(c) — Maximum reserve deemed claimed for purposes of 
1995 stub period income; 87(2)(g), G)— Amalgamations — 
reserves; 149(10)(a.1) — Exempt corporations. See additional Re- 
lated provisions and Definitions at end of s. 20. 


Pre-RSC History: Para. 20(1)(m.1) added by 1980-81-82-83, c. | 


140, subsec. 12(3), applicable to 1979 et seq. 
Interpretation Bulletins: IT-154R: Special reserves. 
(m.2) repayment of amount previously 


included in income — a repayment in the year 
by the taxpayer of an amount required by para- 
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graph 12(1)(a) to be included in computing the 
taxpayer’s income from a business for the year or 
a preceding taxation year; 
Related Provisions: 87(2)(j) — Amalgamations. See additional 
Related provisions and Definitions at end of s. 20. 


Pre-RSC History: Para. 20(1)(m.2) added by 1984, c. 1, subsec. 
9(1), applicable to 1982 ef seq. 


interpretation Bulletins: IT-154R: Special reserves. 


(n) reserve for unpaid amounts — where an 
amount included in computing the taxpayer’s in- 
come from the business for the year or for a pre- 
ceding taxation year in respect of property sold in 
the course of the business is payable to the tax- 
payer after the end of the year and, except where 
the property is real property, all or part of the 
amount was, at the time of the sale, not due until 
at least 2 years after that time, a. reasonable 
amount as a reserve in respect of such part of the 
amount as can reasonably be regarded asa por- 
tion of the profit from the sale; 
Related Provisions: 12(1)(e)(ii) — Income inclusion in follow- 
ing year; 20(8)-——No. deduction in certain. circumstances; 
34.2(2)(c) — Maximum reserve deemed claimed for.purposes of 
1995 stub period income; 66.2(2) — Deduction for’ cumulative Ca- 
nadian development expenses; 66.4(2) — Deduction for cumulative 
Canadian oil and gas property expenses; 72(1)(a) — Reserves, etc., 
for year of death; 79.1(4), (6)(c) — Deemed amount where property - 
ba ee At by creditor; 87(2)(g), (i), Cl) — Amalgamations — 
Winding-up; 149(10)(a.1) — Exempt 
oorporatiods. See additional Related provisions and Definitions at 
end of s. 20. 
History: Para. 20(1)(n) amended by 1995, c. 21, subsec, 6(1), ap- 
plicable to taxation years that end after February 21, ea Para. (n) 
formerly read: ; 


(n) reserve for amount not due until. later Geta htiers 
an amount has been included in computing the taxpayer’s in- 
come.from the business for the year or for a previous year in 
respect of property. sold in the course of the business and that 
amount or a part thereof is not due, 


(1) where the property sold is property other than land, 
until a day that is 


(A) more than 2 years after the day on which. the 
property was sold, and 


(B) after the end of the taxation year, or 


(ii) where the property sold is land, until’ a b Gay that is 
after the end of the taxation year, 


a reasonable amount as a reserve in respect of such part.of the 
amount so included in computing the income as, may.reasona- 
bly be regarded as a portion of the profit from the sale; 


Pre-RSC History: All that portion of para. 20(1)(n) preceding 
subpara. (i) thereof substituted by 1974-75-76, c. 26, subsec. 8(1), 
applicable after November 18, 1974, to substitute “due” for 
“receivable”. Nes 3 


Selected Cases [para. 20(1)(n)]: Odyssey Industries Inc. v. 
Canada, [1996] 2 C.T.C. 2401 (TCC) (Recaptured CCA’ is not 
profit from sale of assets; no reserve applicable where. proceeds of 
disposition paid over time); The Queen v. Ennisclare Corp., [1984] 
C.T.C..286 (FCA) (“Reasonable”’ amount.as a reserve is determined 
in every case); Korvette Realties Ltd. vy. The Queen, |1976] C.T.C. 
780 (FCTD) (Sum paid as commission for services to be rendered 
not subject to reserve); The Queen v.' Esskay Farms Ltd., [1976] 
C.T.C. 24 (FCTD) (Trust company receiving proceeds of sale for its 
own benefit; reserve for amount not receivable permitted. Trust 
company not acting as agent; tax deferral permitted); MNR v. 
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Colford (John) Contracting Co. Ltd., {1962} C.T.C..546 (SCC) 
(Construction holdbacks deductible until architect’s or engineer’s fi- 
nal certificate issued). 


Interpretation Bulletins: IT-109R2: Unpaid amounts; IT-123R6: 
Transactions involving eligible capital property; IT-152R3: Special 
reserves — Sale of land; IT-154R: Special reserve; IT-345R: Special 
reserves — loans secured by mortgages; IT-436R: Reserves — 
where promissory notes are included in disposal proceeds; IT-442R: 
Bad debts and reserve for doubtful debts; IT-505: Mortgage foreclo- 
sures and conditional sales repossessions. 


Information Circulars: 88-2, para. 24: General anti-avoidance 
rule — section 245 of the Income Tax Act. 


Forms: T2069: Election in respect of amounts not deductible as 
reserves for the year of death. 


(0) reserve for quadrennial survey — such 
amount as may be prescribed as a reserve for ex- 
penses to be incurred by the taxpayer by reason 
of quadrennial or other special. surveys required 
under the Canada Shipping Act, or the regula- 
tions under that Act, or under the rules of any so- 
ciety or association for the classification and reg- 
istry of shipping approved by the Minister of 
Transport for the purposes of the Canada Ship- 
ping Act; 

Related Provisions: 12(1)(h) — Inclusion into income — previ- 

ous reserve for quadrennial survey; 87(2)(g) — Amalgamations — 


reserves; 149(10)(a.1) —- Exempt corporations. See additional Re- 
lated provisions and Definitions at end of s. 20. 


Regulations: 3600 (prescribed amount). 
(p) bad debts — the total of 


(i) all debts owing to the taxpayer that are es- 
tablished by the taxpayer to have become bad 
debts in the year and that have been included 
in computing the taxpayer’s income. for the 
year or a preceding taxation year, and 


(ii) all amounts each of which is that part of 
the amortized cost to the taxpayer at the end 
of the year of a loan or lending asset (other 
than a mark-to-market property, as defined in 
subsection 142.2(1)) that is established in the 
year by the taxpayer to have become uncol- 
lectible and that, 


(A) where the taxpayer is an insurer or a 
taxpayer whose ordinary business. includes 
the lending of money, was: made or ac- 
quired in the ordinary course of, the tax- 
payer’s business of insurance or the lend- 
ing of money, or 


(B) where the taxpayer is a financial insti- 
tution (as defined in subsection 142.2(1)) 
in the year, is a specified debt obligation 
(as defined in that subsection) of the 
taxpayer; 
Related Provisions: 12(1)(i) — Income inclusion — bad debts 
recovered; 12.4 — Bad debt inclusion; 20(1)(1) — Reserve for 
doubtful debts; 20(27) — Non-arm’s length acquisition of loan or 
lending assets; 22(1) — Sale of accounts receivable; 50(1)(a) — 
Deemed disposition where debt becomes bad debt; 79.1(7)(d) — 
Deduction by creditor for bad. debt where property. seized ; 
79.1(8) — No deduction for principal amount of bad debt where 
property seized by creditor; 87(2)(g)— Amalgamations — 
reserves; 87(2)(h) — Amalgamations — debts; 87(2.2) — Amalga- 
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mation of insurance corporations; 88(1)(g) — Winding-up of sub- 
sidiary insurance corporations; 111(5.3)— Doubtful debts and bad 
debts; 142.3(1)(c) — Amount deductible in respect of specified debt 
obligation; 142.4(1)“tax basis’(p) — Disposition of specified debt 
obligation by financial institution; 142.5(8)(d)@) — First deemed 
disposition of mark-to-market debt obligation. See additional Re- 
jated provisions and Definitions at end of s. 20. 


Selected Cases [para. 20(1)(p)]: Liampat Holdings v. Canada, 
[1996] 2 C.T.C. 246 (FCTD) (Deemed. interest never received al- 
lowed as bad debt); Monaghan v. Canada, [1996] 2 C.T.C. 2169 
(TCC) (Significant events occurring well after year-end do not af- 
fect determination of bad debt); Anjalie v. Canada, [1995] 1 C.T.C. 
2802 (TCC) (Taxpayer not permitted to change year in which bad 
debt arose). 


History: Subpara. 20(1)(p)(ii) amended by 1998, c. 19, subsec. 
81(6), applicable to taxation years that end after February 22, 1994. 
The subpara. formerly read: 


(ii) all amounts each of which is that part of. the amortized 
cost to the taxpayer at the end of the year of a loan or lending 
asset made or acquired in the ordinary course of business by a 
taxpayer who was an insurer or whose ordinary business in- 
cluded the lending of money established by the taxpayer to 
have become uncollectable in the year; 


Pre-RSC History: Para. 20(1)(p) substituted by 1988, c. 55, sub- 
sec. 12(6), applicable to taxation years and fiscal periods commenc- 
ing after June 17, 1987 that end after 1987. Para. 20(1)(p) formerly 
read: 


(p) bad debts — the total of debts owing to the taxpayer 


(1) that are established by him to have become bad debts 
in the year, and 


(11) that have (except in the case of debts arising from 
loans made in the ordinary course of business by a tax- 
payer part of whose ordinary business was the lending of 
money) been included in computing his income for the 
year or a previous year; 


Selected Cases [para. 20(1)(p)]: Brunette Investments Ltd. et 
al..v. The Queen, {1981] C.T.C. 486 (FCTD) (Losses on advances 
from solvent members of related group to insolvent members not 
deductible); Picadilly Hotels Ltd. y. The Queen, [1978] C.T.C. 658 
(FCTD) (Recaptured capital cost allowance included in year of 
transaction); The Queen vy. Pollock Sokoloff Holdings Corp., [1976] 
C.T.C. 349 (FCA) (Bad debt disallowed where loss not arising from 
taxpayer’s current business operations); The Queen vy. Keith Enter- 
prises, [1976] C.T:C. 21 (FCTD) (Unlicensed money lender al- 
lowed loss on bad debt.in ordinary course of its business). 


Interpretation Bulletins: IT-109R2: Unpaid amounts; IT-123R4: 
Disposition of and transactions involving eligible capital property; 
IT-123R6: Transactions involving eligible capital property; IT- 
159R3: Capital debts established to be bad debts; IT-188R: Sale of 
accounts receivable; IT-291R2: Transfer of property to a corpora- 
tion under subsection 85(1); IT-302R3: Losses of a corporation — 
the effect that acquisitions of control; amalgamations, and wind- 
ings-up have on. their deductibility — after January 15, 1987; IT- 
345R: Special reserve — loans. secured by mortgages; IT-442R: 
Bad debts and reserve for doubtful debts; IT-488R2: Winding-up of 
90%-owned taxable Canadian corporations; [T-505: SEY fore- 
closures and conditional sales repossessions. 


Advance Tax Ruling: ATR-6: Vendor reacquires business assets 
following default by purchaser. 


(q). employer’s contributions to registered 
pension plan — such amount in respect of em- 
ployer contributions to registered pension plans 
as is permitted by subsection 147.2(1); 
Related Provisions: 6(1)(a)(i)—Employer’s contribution to 
RPP not a taxable benefit; 18(1)(c) — Limitation re exempt income; 
146(5) — Amount of premium. deductible. See additional Related 
provisions and Definitions at end of s. 20. 
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Pre-RSC History: Para. 20(1)(q) substituted by 1990, c. 35, sub- 
sec. 4(1), applicable to 1991 et seq. with respect to contributions 
made to registered pension plans after 1990. Para. 20(1)(q) formerly 
read: 
(q) employer's contribution to pension fund — an amount 
paid by the taxpayer in the year or within 120 days from the 
end of the year to or under a registered pension plan in re- 
spect of services rendered by employees of the taxpayer in 
the year, subject, however, as follows: 


(i) in any case where the amount so paid is the aggregate 
of amounts each of which is identifiable as a specified 
amount in respect of an individual employee of the tax- 
payer, the amount deductible under this paragraph in re- 
spect of any one such individual employee is the lesser of 
the amount so specified in respect of that employee and 
$3,500, and 


(ii) in any other case, the amount deductible under this 
paragraph is the lesser of the amount so paid and an 
amount determined in prescribed manner, not exceeding 
however $3,500 multiplied by the number of employees 
of the taxpayer in respect of whom the amount so paid by 
the taxpayer was paid by him, 
less the amount, or portion thereof, that is deductible under 
paragraph (s); 
That portion of para. 20(1)(q) preceding subpara. (i) amended by 
1990, c. 35, s. 29, to substitute “pension plan” for “pension fund or 
plan”, applicable after 1985. 
All that portion of para. 20(1)(q) following subpara. (ii) substituted 
by 1980-81-82-83, c. 48, subsec. 10(2), applicable in respect of 
amounts paid after 1980 that are not deductible in computing in- 
come. for any. taxation year ending before 1981. That portion for- 
merly read: 
plus such amount as may be deducted as a special payment 
under paragraph (s); 
Subparas. 20(1)(q)Q), (ii) substituted by 1976-77, c. 4, s. 5, applica- 
ble to 1976 et seq., to substitute “$3,500” for “$2,500”. 
Selected Cases [para. 20(1)(q)]: West Hill Redevelopment Co. 
Ltd. v. MNR, [1969] C.T.C. 581 (Exch) (Deductions disallowed for 
amounts paid to company pension plan after registration 
withdrawn). 
interpretation Bulletins: IT-105: Administrative costs of pen- 
sion plans. 


information Circulars: 72-13R8: Employee’s pension plans. 


(r) employer’s contributions under 
retirement compensation arrangement — 
amounts paid by the taxpayer in the year as con- 
tributions under a retirement compensation ar- 
rangement in respect of services rendered by an 
employee or former employee of the taxpayer, 
other than where it is established, by subsequent 
events or otherwise, that the amounts were paid 
as part of a series of payments and refunds of 
contributions under the arrangement; 
Related Provisions: 12(1)(n.3) — Retirement compensation ar- 
rangement; 18(1)(0.2) — Retirement compensation arrangement; 
87(2)G.3) — Amalgamations — continuing corporation; 
153(1)(p) — Withholding; 227(8.2) — RCA — failure to withhold: 
248(10) — Series of transactions. See additional Related provisions 
and Definitions at end of s. 20. 
Pre-RSC History: Para. 20(1)(r) added by 1987, c. 46, s. 7, 
applicable after October 8, 1986. 
Forms: T737-RCA Supp: Statement of contributions paid to a cus- 
todian of a retirement compensation arrangement. 


Pre-RSC History [former para. 20(1)(r)]: Para. 20(1)(r) re- 
pealed by 1980-81-82-83, c. 48, subsec. 10(3), applicable to taxa- 
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tion years ending after 1980 in respect of amounts ipa after 1980. 
Para. 20(1)(r) formerly read: 


(r) idem — where a registered pension fund or plan contains 
a provision under which the taxpayer may provide superannu- 
ation or pension benefits for an employee or former employee © 
of the taxpayer by making a lump sum payment to or under 
the fund or plan in the year in which the employee or former 
employee 

(i) becomes eligible to retire, 


(ii) retires or otherwise ceases to be employed by the tax- 
payer, or 


(iii) reaches an age at which the superannuation or.pen- 
sion benefits so provided for become payable or com- 
mence to be payable to him, 


an amount paid by the taxpayer in the year or within 60 days 
from the end of the year pursuant thereto as the lump sum in 
respect of an employee or former employee who, in the year, 
became eligible to retire, retired or otherwise ceased to be 
employed by the taxpayer or reached the age referred to in 
subparagraph (iii) (except to the extent that it is deductible 
under paragraph (q)); 


(s) [Repealed under former Act] 


Pre-RSC History: Para. 20(1)(s) repealed by 1990, c. 35, subsec. 
4(2), applicable to 1991 et seg., with respect to contributions made 
to registered pension plans after 1990. Para. 20(1)(s) formerly read: 


(s) employer’s special contribution — where the taxpayer 
is an employer, the aggregate of all amounts each of which is 
the amount of a payment made by the employer in the year 
under a registered pension plan in respect of current or, past, 
services of the employer’s employees or former employees 
pursuant to a recommendation by a qualified actuary. in 
whose opinion the resources of the plan are required to be 
augmented by an amount not less than the aggregate of those 
payments to ensure that the obligation of the employer to the 
plan and all the obligations of the plan to the employees and 
former employees may be discharged in full, if the recom- 
mendation of the actuary was made in the year or in one of 
the three immediately preceding years on the basis. of as- 
sumptions that remain valid in the year of payment and if the 
payment was made so that it is irrevocably vested in or for 
the plan and has been approved by the Minister on the advice 
of the Superintendent of Financial Institutions, and, for 
greater certainty and without restricting the generality of this 
paragraph, it is hereby declared that this paragraph is, applica- 
ble where the resources of a plan are required to be aug- 
mented by reason of an increase in the superannuation or pen- 
sion benefits payable out of or under the plan; 


Para. 20(1)(s) amended by 1990, c. 35, s. 29, to substitute “plan” for 
“fund-or plan” (in seven places), applicable after 1985. 


Para. 20(1)(s) amended by 1987, c. 23, s. 37, to substitute “made by 
the employer in the year” for “made by him in the year”, “the em- 
ployer’s employees” for “his employees” and “the Superintendent 
of Financial Institutions” for “the Superintendent of Insurance”, in 
force from July 2, 1987. 


Para. 20(1)(s) substituted by 1980-81-82-83, c. 48, subsec. 10(4), 
applicable in respect of amounts paid after 1980 that are not deduct- 
ible in computing income for any taxation year ending before 1981. 
Para. 20(1)(s) formerly read: 


(s) where the taxpayer is an employer, the amount of a special 
payment made by him in the year on account of an employ- 
ees’ superannuation or pension fund or plan in respect of past 
services of employees pursuant to a recommendation by a 
qualified actuary in whose opinion the resources of the fund 
or plan were required to be augmented by an amount not less 
than the amount of the special payment to ensure that all the 
obligations of the fund or plan to the employees may be dis- 
charged in full, if the payment was made so that it is irrevoca- 
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bly vested in or for the fund or plan and the payment has been 
approved by the Minister on the advice of the Superintendent 
of Insurance, and for greater certainty’ and without restricting 
the generality of this paragraph, it is hereby declared that this 
paragraph is applicable where the resources of a fund or plan 
were required to be augmented by reason of an increase in the 
superannuation or pension benefits payable out of or under 
“the fund or plan; 
Selected Cases [para. 20(1)(s)]: Cam Gard Supply Ltd. v. 
MNR, [1977] C.T.C. 143 (SCC) (Taxpayer’s contribution to past 
service pension not deductible where fund under no obligation to 
employees); Produits LDG Products Inc. vy. The Queen, [1976] 
C.T.C. 591 (FCA) (Contributions to pension plan deductible despite 
investment of contributed funds in preferred shares of company); 
Mittler Bros. of Quebec Ltd. v. MNR, [1973] C.T:C. 182 (FCTD) 
(Contributions to pension plan not deductible for past services of 
employees when taxpayer under no obligation to members to re- 
quire special payment, despite prior approval of Minister); MNR v. 
Inland Industries Ltd., [1972] C.T.C. 27 (SCC) (Payment to ap- 
proved pension fund for past services not deductible where no obli- 
gation to make special payment); Western Smallware and 
Stationery Co. Ltd..v. MNR, [1972] C.T.C. 7 (FCTD) (Deductible 
contributions to pension plan for past services must be obligatory). 


Information Circulars: 72-13R8: Employee’s pension plans. 


(t) [Repealed under former Act] 


Pre-RSC History: Para. 20(1)(t)-repealed by 1988, c. 55, subsec. 
12(7), applicable after December 15, 1987. Para. 20(1)(t) formerly 
read: 


(t) scientific research and experimental development — 
such amount in respect of expenditures on scientific research 
and experimental development as is permitted by section 37 
Cesyicih 


The expression “scientific research and experimental development” 
substituted for “scientific research” by 1986, c. 6, subsec. 15(3), ap- 
plicable with respect to taxation years ending after May 23, 1985. 


Para. 20(1)(t) substituted by 1977-78, c. 32, subsec. 5(1), applicable 
to 1978 et seqg., to add reference to s. 37.1. 


(u) patronage dividends — such amounts in 
respect of payments made by the taxpayer pursu- 
ant to allocations in proportion to patronage as 
are permitted by section 135; 


Related Provisions: See Related Seah and Definitions at 
end of s. 20. 


(v) mining taxes — such amount as is allowed 
by regulation in respect of taxes on income for 
the year from mining operations; 


Related Provisions: See Related provisions and Definitions at 
end of s. 20. 

Selected Cases [para. 20(1)(v)]: Rio Algom Mines Ltd. v. MNR, 
[1970] C.T.C. 53 (SCC) (Proportion of income under federal Act 
must be considered in calculation of allowance for mining taxes 
paid to Ontario). 


Regulations: 3900 (amount allowed). 


(v.1). resource allowance — such amount as is 
allowed to the taxpayer for the year by regulation 
in respect of natural accumulations of petroleum 
or natural gas in Canada, oil or gas wells in Can- 
ada or mineral resources in Canada; 
Related Provisions: 20(15) — What can be allowed by regula- 
tion; 65 — Depletion allowance; 96(1)(d) — Partnerships — no de- 
duction for resource expenditures; 104(29)— Amounts deemed to 
be payable to beneficiaries; 219(1)(c) — Branch tax on non-resident 
corporations. See additional Related provisions and Definitions at 
end of s. 20. 
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Pre-RSC History: Para. 20(1)(v.1) amended by 1986; c. 6, subsec. 
31(2), applicable to taxation years ending after March 1985,.to add 
“natural accumulations of petroleum or natural gas in Canada”. 


Para. 20(1)(v.1) added by 1974-75-76, c. 71, subsec. 1(1), epplica: 
ble to 1976 et seq. 


Selected Cases [para. 20(1)(v.1)]: Echo Bay Mines Ltd. y. 
Canada, {1992] 2 C.T.C. 182 (FCTD) (Gains from settlement of 
forward sales contracts for silver were “resource profits’). 


Regulations: 1210 (amount allowed). 


Forms: T82: Saskatchewan Royalty Tax Estate Calculation 
(Individuals). 


(w) employer’s contributions under profit 

sharing plan — an amount paid by the taxpayer 

to a trustee in trust for employees of the taxpayer 

or of a corporation with whom the taxpayer does 

not deal at arm’s length, under an employees 

profit sharing plan as permitted by section 144; 
Related Provisions: 12(1)(n) — Receipts from employees profit 
sharing plan — inclusion in income of employer; 144(5) — Em- 
ployer’s contribution to trust deductible. See additional Related pro- 
visions and Definitions at end of s. 20. 


(x) .employer’s. contributions under 
registered supplementary unemployment 
benefit plan — an amount paid by the taxpayer 
to a trustee under a registered supplementary un- 
employment benefit plan as permitted by section 
145; 

Related Provisions: 6(1)(a)(i) —Employer’s contribution not a 

taxable benefit to employee; 18(1)(@)—— No deduction except as 


permitted by s..145; 145(5) — Payments by employer deductible. 
See additional Related provisions and Definitions at end of s. 20. 


(y) employer’s contributions under 
deferred profit sharing plan — an amount 
paid by the taxpayer to a trustee under a deferred 
profit sharing plan as permitted by subsection 
147(8); 
Related Provisions: 18(1)(c) — Limitation re exempt income. 
See additional Related provisions and Definitions at end of s. 20. 


(z) cancellation of lease — the proportion of 
an amount not otherwise deductible that was paid 
or that became payable by the taxpayer before the 
end of the year to a person for the cancellation of 
a lease of property of the taxpayer leased by the 
taxpayer to that person that 


(1) the number of days that remained in the 
term of the lease (including all renewal peri- 
ods of the lease), not exceeding 40 years, im- 
mediately before its cancellation and that were 
in the year 
is of 

(ii) the number of days that remained in the 
term of the lease (including all renewal peri- 


ods of the lease), not exceeding 40 years, im- 
mediately before its cancellation, 


in any case where the property was owned at the 
end of. the year by the taxpayer or by a person 
with whom the taxpayer was not dealing at arm’s 
length and no part of the amount was deductible 
by the taxpayer under paragraph (z.1) in comput- 
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ing the taxpayer’s income for a preceding taxa- 

tion year; 
Related Provisions: 13(5.5) — Lease cancellation payment not 
included as rental payment under 13(5.4) for CCA purposes ; 
18(1)(q) — Limitation re cancellation of lease; 20(1)(z.1) — Can- 
cellation payment where property not.owned .at end of. year; 
87(2)(j.5) — Amalgamations — cancellation of lease. See addi- 
tional Related provisions and Definitions at end of s. 20. 
Pre-RSC History: Para. 20(1)(z) substituted by 1980-81-82-83, c. 
140, subsec. 12(4), applicable with respect to lease cancellations oc- 
curring after November 12, 1981, other than a cancellation pursuant 
to an agreement in writing entered into on or before that date. Para. 
20(1)(z) formerly read: 


(z) an amount that would not otherwise be deductible; paid by 
the taxpayer in the year to a person with whom he was deal- 
ing at arm’s length for the cancellation of a lease of property 
of the taxpayer leased by him to that person; 


Interpretation Bulletins: 
amounts re leases; IT-467R: Damages, settlements, and similar 
payments. 


(z.1) idem — an amount not otherwise deducti- 
ble that was paid or that became payable by the 
_taxpayer before the end of the year to a person for 
the cancellation of a lease of property of the tax- 
payer leased by the taxpayer to that person, in 
any case where 


(i) the property was not owned at the end of 
the year by the taxpayer or by a person with 
whom the taxpayer was not dealing at arm’s 
length, and 


(11) no part of the amount was deductible by 
the taxpayer under this paragraph in comput- 
ing the taxpayer’s income for any. preceding 
taxation year, 


to the extent of the amount thereof (or in the case 
of capital property, */4 of the amount thereof) that 
was not deductible by the taxpayer under para- 
graph (z) in computing the taxpayer’s income for 
any preceding taxation year; 


Related Provisions: 13(5.5) — Lease cancellation. payment; 
18(1)(q) — Limitation re cancellation of lease; 20(1)(z) — Alterna- 
tive deduction for cancellation payment; 87(2)g.5) — Amalgama- 
tions — cancellation of lease. See additional Related provisions and 
Definitions at end of s. 20. 


Pre-RSC History: That portion of para. 20(1)(z.1) following sub- 
para. (ii) amended by 1988,'c. 55, subsec. 12(8), to substitute “?/s” 
for “'/”, applicable to taxation years and fiscal periods ending after 
1987, except that 


(a) where the taxpayer is an individual or a partnership, for tax- 
ation years and fiscal periods ending after 1987 and before 
1990, the reference to “*/s” shall be read as a reference to “7/3”; 


(b) where the taxpayer is a Canadian-controlled private corpora- 
tion throughout its taxation year, for taxation years ending after 
1987 and commencing before 1990, the reference to “*/4” shall, 
in respect of the corporation for the year, be read as a reference 
to the fraction determined as the aggregate of 


(i) that proportion of '/2 that the number of days in the year 
that are before 1988 is of the number of days in the year, 


(ii) that proportion of 7/3 that the number of days in the year 
that are after 1987 and before 1990 is of the number of days 
in the year, and 


(iii) that proportion of */4 that the number of days in the year 
that are after 1989 is of the number of days in the year; and 


IT-359R2: Premiums and other | 
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(c) where the taxpayer is a corporation that was not a Canadian- 
controlled private corporation throughout its taxation year, for 
taxation years ending after 1987 and commencing before 1990, 
the reference to “7/4” shall, in respect of the corporation for the 
year, be read as a reference to the fraction determined as the 
aggregate of 

(i) that proportion of '/ that the number of days in the year 

that are before July, 1988 is of the number of days in the 

year, 

_(ii) that proportion of */3 that the number of days in the year 

that are after June, 1988 and before 1990 is of the number 

of days in the year, and 


(iii) that proportion of */4 that the number of days in the year 
that are after 1989 is of the number of days in the year. 


Para. 20(1)(z.1) added by 1980-81-82-83, c. 140, subsec. 12(4), ap- 
plicable with respect to lease cancellations occurring after Novem- 
ber 12, 1981, other than a cancellation pursuant to an agreement in 
writing entered into on or before that date. 


Interpretation Bulletins: IT-359R2: Premiums and other 
amounts re leases; IT-467R: Damages, settlements, and similar 
payments. 


(aa) landscaping of grounds — an amount 
paid by the taxpayer in the year for the landscap- 
ing of grounds around a building or other struc- 
ture of the taxpayer that is used by the taxpayer 
primarily for the purpose of gaining or producing 
income therefrom or from.a business; 

Related Provisions: 18(3.1)(a) — Costs relating to construction 


of building or ownership of land. See Related provisions and Defi- 
nitions at end of s. 20. 


Selected Cases [para. 20(1)(aa)]: The Queen v. Hampton Golf 
Club. Ltd., [1986] 2 C.T.C. 403 (FCTD) (Capital cost allowance for 
greens and tees of golf course disallowed; expenses to clear trees 
and drain proposed fairways not deductible); Qualico Developments 
Ltd. v. The Queen, [1984] C.T.C. 122 (FCA) (Costs of landscaping 
grounds deductible when part of cost of.inventory in year of sale). 


Interpretation Bulletins: IT-296: Landscaping of grounds; IT- 
304R: CCA — condominiums; IT-485: Cost of clearing or levelling 
land. 


(bb) fees paid to investment counsel — an 
amount other than a commission paid by the tax- 
payer in the year to a person 


(i) for advice as to the advisability of purchas- 
ing or selling a specific share or oad of 
the taxpayer, or 


(ii) for services in respect of the administra- 
tion or management of shares or ‘securities of 
the taxpayer, 


if that person’s principal business 


(iii) is advising others as to the advisability of 
purchasing or selling Sprain’ shares or securi- 
ties, or 


(iv) includes the provision of services in re- 
spect of the administration or management of 
shares or securities; 


Related Provisions: 18(1)(u) — Investment. counsel fees for 
RRSP or RRIF are non-deductible; 87(2.2) — Amalgamation of in- 
Winding-up of subsidiary insur- 
ance corporations; 110.6(1) — “investment: expense”. See addi- 
tional Related provisions and Definitions at end of s. 20. 
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Pre-RSC History: Para. 20(1)(bb) substituted by 1974-75-76, c. 
26, subsec. 8(2), applicable to 1974 et seq. Para. 20(1)(bb) formerly 
read: 
(bb) one-half fees: paid to investment counsel — an 
amount equal to '/2 of the fee paid by the taxpayer in the year 
to a person for advice as to the advisability of purchasing or 
“selling a specific share or security, if that person’s principal 
business is advising others as to the advisability of purchasing 
or selling specific shares or securities; 
Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans; IT-238R2: Fees paid to investment 
counsel, 


(cc) expenses of representation — an 
amount paid by the taxpayer in the year as or on 
account of expenses incurred by the taxpayer in 
making any representation relating to a business 
carried on by the taxpayer, 


(1) to the government of a country, province or | 


- state or to’-a municipal or public body per- 
forming a function of government in Canada, 
or 


(11) to an agency of a government or of a mu- 
nicipal or public body referred to in subpara- 
graph (i) that had authority to make rules, reg- 
ulations or by-laws relating to the business 
carried on. by the taxpayer, 


including any representation for the purpose of 
obtaining a licence, permit, franchise or trade 
mark relating to the business carried on by the 
taxpayer; 
Related Provisions: 13(12) — Application of para. 20(1)(cc); 
20(9) — Amortizing claim over 10 years. See additional Related 
provisions and Definitions at end of s. 20. 


Interpretation Bulletins: IT-99R4: Legal and accounting fees. 


(dd) investigation of site — an amount paid 

by the taxpayer in the year for investigating the 

suitability of a site for a building or other struc- 

ture planned by the taxpayer for use in connec- 

tion with a business carried on by the taxpayer; 
Related Provisions: 53(1)(a) — Valuation or surveying costs — 
addition to adjusted cost base. See additional Related provisions and 
Definitions at end of s. 20. 


Selected Cases [para. 20(1)(dd)]: Brooke Bond Foods Ltd. y. 
The Queen, [1984] C.T.C. 115 (FCTD) (Costs of site soil analysis 
deductible); Queen and Metcalfe Carpark Ltd. v. MNR, [1973] 
C.T.C. 810 (FCTD) (Cost of feasibility study for rental project de- 
ductible for company in business of leasing: properties). 


Interpretation Bulletins: IT-350R: Investigation of site. 


(ee) utilities service connection — an 
amount paid by the taxpayer in the year to a per- 
son (other than a person with whom the taxpayer 
was not dealing at arm’s length) for the purpose 
of making a service connection to the taxpayer’s 
place of business for the supply, by means of 
wires, pipes or conduits, of electricity, gas, tele- 
phone service, water or sewers. supplied by that 
person, to the extent that the amount so paid was 
not paid 


(1) to acquire property of the taxpayer, or 


S. 20(1)(gg) 


(11) as consideration for the goods or services 
for the supply of which the service connection 
was undertaken or made; 


Related Provisions: See Related provisions and Definitions at 
end of s. 20. 


Selected Cases [para. 20(1)(ee)]: The Queen v. Guaranteed 
Homes Ltd., [1978] C.T.C. 636 (FCTD) (Deduction of utility ser- 
vice connection disallowed when lots in subdivision not taxpayer’s 
sole place of business). 


Interpretation Bulletins: IT-452: Utility. service connections. 


(ff) payments by farmers — an amount paid 
by the taxpayer in the year as a levy under the 
Western Grain Stabilization Act, as a premium in 
respect of the gross revenue insurance program 
established under the Farm Income Protection 
Act or as an administration fee in respect of a net 
income stabilization account; 


Related Provisions: 12(1)(p) — Certain payments made to farm- 
ers — income inclusion. See additional Related provisions and Def- 
initions at end of s. 20. 


History: Para, 20(1)(ff) amended by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 9(1), applicable to 1991 et seg. Para. 20(1)(ff) formerly 
read: 
(ff) an amount paid by the taxpayer in the year as the levy 
under the Western Grain Stabilization Act; 


Pre-RSC History: Para. 20(1)(ff) added by 1974-75-76, c. 87, s. 
48, proclaimed in force from April 1, 1976. 


Forms: T1163: Statement A — NISA account information and 
statement of farming activities for individuals; T1164: Statement 
B —NISA account information and statement of farming activities 
for additional farming operations; T1165: Statement C — statement 
of farming activities for Ontario self directed risk management 
(SDRM); T1175 Sched: 11: NISA/Farming — calculation: of CCA 
and business-use-of-home expenses. 


(gg) [Repealed] 


History: Para. 20(1)(gg) repealed by 1994, c..7, Sch. VIII (1993, c. 
24), s. 157, deemed to have come into force December '17, 1991. 
{The para. was re-enacted in amended form as 20(1)(qq): see 
below. ]} 


Para. 20(1)(gg) added: by 1994, c. 7, Sch. 111991, c. 49), subsec. 
15(3), applicable with respect to renovations and alterations made 
after 1990. 

Selected Cases [para. 20(1)(gg)]: Cargill Ltd. v. Canada, 
[1996] 2 C.T.C. 2102 (TCC) (Calculation of grain inventory on lo- 
cation-by-location basis was incorrect); Bastion Management Ltd. v. 
Canada, [1995] 2 C.T.C. 252 (FCA) (Bullion bought in year-end 
straddle scheme ‘not bought in ordinary course of business). 


Pre-RSC History [former para. 20(1)(gg)]: Former para. 
20(1)(gg) repealed by 1986, c. 55; subsec. 5(1), applicable to: taxa- 
tion years commencing, after February 25, 1986; with respect to tax- 
ation years that include that date, the words “the number of days in 
the year” shall be read as “the number of days in the year and before 
February 26, 1986”. Para. (gg) formerly read: 
(gg) inventory allowance — an amount in respect of any 
business carried on by the taxpayer in the year, equal to that 
portion of 3% of the cost amount to the taxpayer, at the com- 
mencement of the year, of the tangible property (other than 
real property or an interest therein and currency that is held 
for other than its numismatic value) that was 
(i) described in the taxpayer’s inventory in respect of the 
business, and 
(ii) held by him for sale or for the purposes of being 
processed, fabricated, manufactured, incorporated into, 
attached to, or otherwise converted into or used in the 
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packaging of, property for sale in the ordinary course of 
the business 


that the number of days in the year is of 365; 


All that portion of para. 20(1)(gg) preceding subpara. (i) amended 
by 1986, c. 6, subsec. 13(1), applicable to taxation years commenc- 
ing after May 23, 1985, to add “and currency that is held for other 
than its numismatic value”. 


Para. 20(1)(gg) added by 1977-78, c. 1, subsec. 14(1), applicable to 
fiscal periods of a business commencing after 1976 and to fiscal 
periods ending after March 31, 1977 except that in its application to 
fiscal periods that end after March 31, 1977 and commence before 
1977, the words in paragraph (gg) following subparagraph (ii) shall 
be read as “that the number of days in the year that are after March 
31, 1977 is of 365”. 


(hh) repayments of inducements, etc. -— an 

amount repaid by the taxpayer in the year pursu- 

ant to a legal obligation to repay all or part of a 
_ particular amount 


(i) included under paragraph 12(1)(x) in com- 
puting the taxpayer’s income for the year or a 
preceding taxation year, or 


Gi) that is, because of ‘subparagraph 
12(1)(x)(vi) or subsection 12(2.2), not in- 
cluded under paragraph 12(1)(x) in computing 
the taxpayer’s income for the year or a pre- 
ceding taxation year, where the particular 

_ amount relates to an outlay or expense (other 
than, an outlay or expense that is in respect of 
the cost of property of the taxpayer or that is 
or would be, if amounts deductible by the tax- 
payer were not limited because of paragraph 
66(4)(b), subsection 66.1(2) or subparagraph 
66.2(2)(a)(ii). or 66.4(2)(a)(ii), deductible 
under section 66, 66.1, 66.2 or 66.4) that 
would, but for the receipt of the particular 
amount, have been deductible in computing 
the taxpayer’s income for the year or a pre- 
ceding taxation year; 


Related Provisions: 60(s)— Repayment. of policy. loan; 
79(4)(d) — Subsequent payment by debtor following surrender of 
property deemed to be repayment of assistance; 87(2)(j.6) —- Amal- 
gamations — continuing corporation, 148(9)“adjusted cost ba- 
sis”E — “adjusted cost basis”. See additional Related provisions 
and Definitions at end of s. 20. 


History: Subpara. 20(1)(hh)(ii) amended by 1994, c. 8, s. 3, appli- 
cable to taxation years ending after December 2, 1992. Subpara. (ii) 
formerly read: 


(ii) that is, by reason of subparagraph 12(1)(x)(vi) or subsec- 
tion 12(2.2), not included in computing the income of the tax- 
payer under paragraph 12(1)(x) for the year or a preceding 
taxation year, where the particular amount relates to an outlay 
or expense (other than an outlay or expense that is in respect 
of the cost of property of the taxpayer or that is or would be, 
if amounts deductible by the taxpayer were not limited by 
reason of paragraph 66(4)(b) or subparagraph 66.1(2)(a)(ii), 
66.2(2)(a)(i) or 66.4(2)(a)(i1), deductible under section 66, 
66.1, 66.2 or 66.4) that would, but for the receipt of the par- 
ticular amount, have been deductible in computing the in- 
come of the taxpayer for the year or a eee taxation 
year; 
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Pre-RSC History: Para. 20(1)(hh) substituted by 1990, ¢:.45 sub- 
sec. 41(1), applicable with respect to amounts repaid after ue 
1990. That para. formerly read: 
(hh) repayments of inducements etc. — an amount repaid 
by the taxpayer in the year pursuant to a legal obligation to 
repay all or part of an amount included under paragraph 
12(1)(x) in computing his income for the year or a preceding 
taxation year;, anit 
Para. 20(1)(hh) added by 1986, c. 6, subsec. 13(2), ities to 
1985 et seq. 
Pre-RSC History [former para. 20(1)(hh)]: Para. 20(1)(th) 1 re- 
pealed by 1985, c. 45, subsec. 10(1), applicable to 1982 et seg: Para. 
20(1)(hh) formerly read: 


(hh) policy loan repayments —— an amount in respect at all 
or any part of any policy loan repaid by the taxpayer. i in the 
year not exceeding the amount, if any, by which 


(i) the amount required by subsection 148(1) to ‘be in- 
cluded in computing his income in the year or a previous 
year from a disposition described in subparagraph 
148(9)(c)(@i) in respect of that policy 

exceeds : 
(ii) the part of any loan on that policy repaid by the tax- 


payer that was deductible under this paragraph in com- 
puting his income for a previous taxation year; 


Para. 20(1)(hh) added by 1977-78, c. 1, subsec. 14(1), applicable to 
fiscal periods of a business commencing after 1976 a and to fiscal 
periods ending after March 31, 1977. 


(hh.1) repayment of obligation — */1 of any: 
amount (other than an amount to which. para- 
graph 14(10)(b) applies in respect of the ‘tax- 
payer) repaid by the taxpayer in the year under a 
legal obligation to repay all or part of an ‘amount 
to which paragraph 14(10)(c) appHe in _Beeheet 
of the taxpayer; 

Related Provisions: 79(4)(b) — suibeeepleht payment by debtor 


following surrender of property deemed .to, be repayment. of 
assistance. 


History: Para. -20(1)(hh. 1) added by 1995, c. 1, subsec, 6(2), ap- 
plicable to amounts repaid after February 21,. 1994. 


(ii) inventory adjustment — the amount re- 
quired by paragraph 12(1)(x), to. be included. in 
computing the taxpayer’s income ao ue TS 
ately preceding year; 

Related Provisions: 87(2)(j.1) — Amalgamations — inventory 


adjustment. See additional Related provisions and Definitions at end 
of s. 20. ; salen 


Pre-RSC History: Para. 20(1)(ii) added by 1979, c. 5, subsec. 
7(2), applicable to taxation years ending after November 16, 1978. 


(jj) reinsurance commission — the amount 
required by paragraph 12(1)(s) to be included, in 
computing the taxpayer’ s income.for the immedi- 
ately preceding taxation year; 
Related Provisions: 87(2.2) — Amalgamations of i insurance cor- 
porations; 88(1)(g) — Winding-up of subsidiary insurance corpora- 


tions. See additional Related provisions and Definitions at end oe: S. 
20. 


Pre-RSC History: Para. 20(1)Gj) added by 1980-81-82- 83, ¢. 48, 
subsec. 10(5), applicable to 1980 et ‘seq. Oty 
(kk) exploration and igwerdutirent 
grants — the amount of any assistance or bene- 
fit received by the taxpayer in the year as a de- 
duction from or reimbursement of an expense 
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that is a tax (other than the goods and services 
tax) or royalty to the extent that 


(i) the tax or royalty is, by reason of the re- 
ceipt of the amount by the taxpayer, not de- 
ductible in computing the taxpayer’s income 
for a taxation year, and 


(ii) the deduction or reimbursement was in- 


cluded by the taxpayer in the amount deter- 
mined for J in the definition “cumulative Ca- 
nadian exploration expense” in subsection 
66.1(6), for M in the definition “cumulative 
Canadian development expense” in subsection 
66.2(5) or for I in the definition “cumulative 
Canadian oil and gas property expense” in 
subsection 66.4(5); 


Related Provisions: See Related provisions and Definitions at 
end of s. 20. 


Pre-RSC History: That portion of para. 20(1)(kk) preceding sub- 
para. (ii) amended by 1990, c. 45, subsecs. 41(2), (3), to add “(other 
than the goods and services tax)” applicable with respect to amounts 
received after 1990, and to substitute subpara. (i) applicable with 
respect to amounts received after January 1990. Subpara. (i) for- 
merly read: 


(i) the tax or royalty would, if the amount had not been. re- 
ceived by him, have been deductible by, the taxpayer in com- 
puting his income for a taxation year, and 


Para. 20(1)(kk) added by 1980-81-82-83, c. 48, subsec. 10(5), appli- 
cable to 1981 et seq. 
(ll) repayment of interest — such part of any 
amount payable by the taxpayer because of a pro- 


vision of this Act, or of an Act of a province that | 


imposes a tax similar to the tax imposed. under 
this Act, as was paid in the year and as can rea- 
sonably be considered to be a repayment of inter- 
est that was included in computing the taxpayer’s 
income for the year or a preceding taxation year; 


Related Provisions: 129(2.2), 131(3.2), 132(2.2), 133(7.02), 
164(3.1) — Provisions requiring repayment of interest. See also Re- 
lated provisions and Definitions at end of s. 20. 


History: Para. 20(1)(1l) substituted by 1994, c. 21, subsec. 12(4), 
applicable to taxation years that begin after 1991. That para. for- 
merly read: 


(11) amount deemed to be tax payable — such part of any 
amount payable by the taxpayer by virtue of 


(i) paragraph 164(3.1)(a) or (4)(a) or any similar provi- 
sion of any Act of a province that imposes a tax similar 
~ to the tax imposed under this Act, or 


(ii) paragraph 18(4)(a) of the Petroleum and Gas Reve- 
nue Tax Act 


as was paid in the year and as may reasonably be considered 
to be repayment of interest that was included in computing 
the taxpayer’s income for the year or a preceding taxation 
year; 
Pre-RSC History: That portion of para. 20(1)(11) following sub- 
para. (ii) substituted by 1988, c. 55, subsec. 12(9), applicable to 
1988 et seg. That portion formerly read: 


as was paid in the year and as may reasonably be considered 
to be a repayment of interest that was included in computing 
his income for the year or a preceding taxation year, but not 
exceeding, where the taxpayer is an individual (other than a 
trust that is not a testamentary trust), the amount by which the 
excess determined under paragraph 110.1(1)(b) in respect of 
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the taxpayer for the year in which the interest was included in 
computing ‘his income exceeds $1,000; 


Subpara. 20(1)()G) amended by 1985, c. 45, subsec. 10(2), to add 
reference to para. 164(4)(a), applicable to 1985 et seq. 


Para. 20(1)(Il) substituted by 1984, c. 45, subsec. 9(2), applicable 

with respect to payments made after April 19, 1983. Para. 20(1)(1l) 

formerly read: 
(Il) amount deemed to be tax payable — such part of any 
amount payable by the taxpayer by virtue’ of paragraph 
164(3.1)(a) or by virtue of paragraph 91(3.1)(a) of the Petro- 
leum and Gas Revenue Tax Act as was paid in the year and as 
may reasonably be considered to be a repayment of interest 
that was included in computing his income for the year or a 
preceding taxation year, but not exceeding, where the tax- 
payer is an individual (other than a trust that is not a testa- 
mentary trust), the amount by which the excess determined 
under paragraph 110.1(1)(b) in respect of the taxpayer for the 
year in which the interest was included 1 in computing his in- 
come exceeds $1,000. 


Para. 20(1)(1l) added by 1984, ¢. 1, subsec. 9(2), applicable with 
respect to payments made. after April 19, 1983. 


(mm) cost of substances injected in reser- 
voir — the portion claimed by the taxpayer of an 
amount that is an ‘outlay’ or expense made or in- 
curred ‘by the taxpayer’ before the end of the year 
that is a cost to the taxpayer of any substance in- 
jected before that time.into a natural reservoir to 
assist in the recovery of petroleum, natural gas or 
related hydrocarbons to the extent that. that por- 
tion. was not 


(i) otherwise deducted in computing the tax- 
‘payer’s income for the year, or 


(ii) deducted in computing the taxpayer’s in- 
come for any preceding taxation year, 


except that where the year is less than 51 weeks, 
the amount that may be claimed under this para- 
graph, by the taxpayer for the year shall not ex- 
ceed the greater of 


(iii) that proportion of the maximum amount 
that may otherwise be claimed under this par- 
‘agraph by the taxpayer for the yéar that the 
number of days in the year is of 365, and 


(iv) the amount of such outlay or expense that 
was made or incurred by the taxpayer in the 
year and not otherwise deducted in computing 
the taxpayer’s income for the year; 


Related Provisions: !0(5)(c) — Property deemed to be inventory 
with cost of nil; 18(1)(t) — Part XII.6 tax not non-deductible; 
66(13.1) — Short taxation years; 87(2)(.2) — Prepaid expenses. 
See additional Related provisions and Definitions at end of s. 20. 


History: Para. 20(1)(mm) amended by 1997, c. 25, subsec. 5(1), 
applicable to 1996 et-seg. Para. (mm) formerly read: 


(mm) such portion, as may be claimed by the taxpayer, of an 
amount that is an outlay or expense made or incurred by the 
taxpayer before the end of the year that is a cost to the tax- 
payer of any substance injected before that time into.a natural 
reservoir to assist in the recovery of petroleum, natural gas or 
related hydrocarbons to the extent that that portion was not 


(i) otherwise deducted by the taxpayer in computing the 
taxpayer’s income for the year, 

(ii) deducted by the taxpayer in computing the taxpayer’s 
income for any preceding taxation year, 


S. 20(1)(mm) 


(iii) an outlay or expense described in the definition “Ca- 
nadian exploration expense” in subsection 66.1(6) or the 
definition “Canadian development expense” in subsec- 
tion 66.2(5), or 

(iv) a Canadian oil and gas property expense, 


except that where the year is less than 51 weeks, the amount 
that may be claimed under this paragraph by the taxpayer for 
the year shall not exceed the greater of 


(v) that proportion of the maximum amount that may oth- 
erwise be claimed under this paragraph by the taxpayer 
for the year that the number of days in the year is of 365, 
and 


(vi) the amount of such outlay or expense not referred to 
in any of subparagraphs (i) to (iv) that was made or in- 
curred by the taxpayer in the year; 

That portion of para. 20(1)(mm) following subpara. (iv) added by 


1994, c. 7, Sch. If (1991, c. 49), subsec. 15(4), applicable to taxation 
years beginning after July 13, 1990. 


Pre-RSC History: Para. 20(1)(mm) added by 1984, c. 45, subsec. 
9(2), applicable to 1984 et seq. 


(nn) Part X1l.6 tax — the tax, if any, under Part 
XIL.6 paid in the year or payable in respect of the 
year by the taxpayer (depending on the: method 
regularly followed by the taxpayer in computing 
the taxpayer’s income); 

History: Para. 20(1)(nn) added by 1997, c. 25, subsec. 5(1), appli- 

cable to 1997 et seq. 

Pre-RSC History: Para. 20(1)(nn) repealed by 1988, c. 55, subsec. 


12(10), applicable to 1988 et seg. [See s.'125.2 and subsec. 
190.1(3).] Para. (nn) formerly read: 


(nn) Part VI tax — the tax, if any, paid under Part VI by the 
taxpayer for the year; and 


Para. 20(1)(nn) added by. 1986, c. 6, subsec. 13(3), applicable after 
May 23, 1985. 


(oo) salary deferral arrangement — any de- 
ferred amount under a salary deferral arrange- 
ment in respect of another person to the extent 
that it was 


(i) included under paragraph 6(1)(a) as. a ben- 
efit in computing the income of the other per- 
son for the taxation year of the other person 
that ends in the taxpayer’s taxation year, and 


(11) in respect of services rendered to the tax- 

payer; 
Related Provisions: 6(1)(i) — Salary deferral arrangement pay- 
ments; 6(11) — Salary deferral arrangement; 12(1)(n.2) — For- 
feited salary deferral amounts; 18(1)(o.1) — Deductions — General 
limitations — Salary deferral arrangement; 87(2)(.3) — Amalga- 
mation — continuation of corporation. See additional Related provi- 
sions and Definitions at end of s. 20. 


Pre-RSC History: Para. 20(1)(00) added by 1986, c. 55, subsec. 
5(2), applicable to 1986 et seq. 


(pp) idem — any amount under a salary deferral 
arrangement in respect of another person (other 
than an arrangement established primarily for the 
benefit of one or more non-resident employees in 
respect of services to be rendered outside Can- 
ada) to the extent that it was 


(1) included under paragraph 6(1)(i) in com- 
puting the income of the other person for the 
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taxation year of the other person that ends in 
the taxpayer’s taxation year, and 


(ii) in respect of services rendered, to the 
taxpayer; 
Related Provisions: 18(1)(o.1) — Salary deferral arrangement; 
87(2)(j.3) — Amalgamations — continuation of corporation. 
History: Para. 20(1)(pp) added by 1994, c..7, Sch. II (1991, c. 49), 
subsec. 15(5), applicable to 1986 et seq. 


(qq) disability-related modifications to 
buildings — an amount paid by the taxpayer in 
the year for prescribed renovations or alterations 
to a building used by the taxpayer primarily for 
the purpose of gaining or producing income from 
the building or from a business that are made to 
enable individuals who have a mobility impair- 
ment to gain access to the building or to be mo- 
bile within it; 


Related Provisions: 18(3.1)(a) — Costs relating to Oi 
of building or ownership of land; ah ary Disability-related 
equipment. 


History: Para. 20(1)(qq) was moved from 20(1)(gg) and amended, 
by 1994, c. 7, Sch. VII (1993, c. 24), subsec, 9(2), applicable with 
respect to renovations and alterations made after 1990 except that, 
with respect to such renovations and alterations made before Febru- 
ary 26, 1992, the reference to “prescribed renovations or alterations 
to a building” shall be read as a reference to “prescribed renovations 
or alterations to a building pf the Perwett Para. 20(1)(gg) for- 
merly read: ; 


(gg) disability-related modifications to buildings —an 
amount paid by the taxpayer in the.year for such. prescribed 
renovations or alterations to a building of the taxpayer that is 
used by the taxpayer primarily for the purpose of gaining or 
producing income therefrom or from a business as are made 
for the purpose of enabling individuals who have a mobility 
impairment to gain access to the building or be mobile within 
it; / Talsy; 
Regulations: 8800 (prescribed renovations and alterations), 
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(rr) 


disability-related 
amount paid by the taxpayer in the year for any 


prescribed | disability-specific . device or 
equipment; 

Related Provisions: 20(1)(qq) — Disability-related modifica- 

tions to buildings. See also Related provisions and Definitions at 


end of' s. 20. 


History: Para. 20(1)(rr) substituted by 1994, c. 21, subsec. 12(5), 
applicable to amounts paid after February 25, 1992. That para. for- 
merly read: 


(rr) disability-related eOuIpiae! an amount he by the 
taxpayer in the year for prescribed devices or equipment ac- 
quired primarily to assist individuals who have a sight or 
hearing impairment.: 
Para. 20(1)(rr) added by 1994, c. 7, Sch. VII (1993, c. 24), subsec. 
9(2), applicable with respect to amounts ‘paid after February 25, 
1992. 


Regulations: 8801 (prescribed devices and equipment). 


(ss) qualifying environmental trusts — a 
contribution made in the year by the taxpayer to a 
qualifying environmental. trust under which. the 
taxpayer is a beneficiary, 


Related Provisions: 12(1)(z.1)— Inclusion in income of amount 
received from qualifying environmental trust; Be 2a, — Amal- 
gamations — continuing corporation. 


History: Para. 20(1)(ss) amended by, 1998. c./19, s_4, applicable to 
taxation years that end after February 18, 1997 and, for the purpose 
of para. 20(1)(ss), as amended, each contribution made after 1995 
and before February 19, 1997 by a taxpayer to a trust (other than a 
mining reclamation trust as defined in subsec. 248(1)) is deemed to 
have been made on February 19, 1997, The para. formerly read: 


(ss) mining reclamation trusts — a contribution made in the 
year by the taxpayer to a mining reclamation trust under 
which the taxpayer is a beneficiary; 


Para. 20(1)(ss) added by 1995, c. 3, subsec. 7(1), applicable to taxa- 


tion years that end after February 22, 1994 and, for the purpose of | 


para. (ss); each contribution made by a taxpayer to a trust before 
February-23; 1994 shall be deemed to have been made on February 
23, 1994. 


(tt) acquisition i interests in qualifying 
environmental trusts — the consideration 
paid by the taxpayer in the year for the acquisi- 
tion from another person or partnership of all or 
part of the taxpayer’s interest as a. beneficiary 
under a qualifying environmental trust, other than 


equipment — an 


S. 20(1) 


consideration that is the assumption of a reclama- 
‘tion obligation in respect of the trust; and 
Related Provisions: 12(1)(z.2) — Inclusion in income on dispo- 
sition of interest in qualifying environmental trust; 87(2)(j.93) — 
Amalgamations — continuing corporation. 
History: Para. 20(1)(tt) amended by 1998, c. 19, s. 4, applicable to 


taxation years that end after February 18, 1997. The para. formerly 
read: 


(tt) acquisition of interests in mining reclamation 
trusts — the consideration paid by the taxpayer in the year 
for the acquisition from another person or partnership of all 
_or part of the taxpayer’s interest as a beneficiary under a min- 
ing reclamation trust, other than consideration that is the as- 
sumption of a mining reclamation ohvepnon in respect of the 
trust; and 


Para. 20(1)(tt) added by 1995, c. 3, subsec. 7(1), applicable to taxa- 
tion years that end after February 22, 1994. 


(uu) debt forgiveness — any amount deducted 
in computing the taxpayer’s income for the year 
because of Daveeree? 80(15)(a) or subsection 
80.01(10). 


Related Provisions: 28(1)(g) — Deduction from farming or fish- 
ing income when using cash method. 


History: Para. 20(1)(uu) added by: 1995, c. 21, subsec. 6(3), appli- 
cable to taxation years that end after February 21, 1994. 


183 


S. 20(1) Income Tax Act, Part I, Div. B 


(1.1) Application of subsec. 13(21) — The defi- 
nitions in subsection 13(21) apply to any feeulations 
made under paragraph (1)(a). | 


Origin of ‘subsec. 20(1.1): R.S.C. 1985, ¢: 1 (Sth Supp. (for- 
merly contained in the opening words of subsec. 13(21)).. 


(1.2) Application of subsec. 12.2(11) — The 
definitions i in Reuse pun 12. vores 1) apply | to BaraerapH : 
(L)(c). * 

Origin of subsec. 20(1.2): R.S.C. 1985, c. 1 Shy (for- 
merly contained in the opening words of subsec. be: as 1)). 


(2) Borrowed money — For the purposes of para- 
graph (1)(c), where a person has borrowed money. in 
consideration of a promise by the person to» pay a 
larger amount and to pay interest on the ieee 
amount, idge 


(a) the larger amount shall be. deemed to be the 
amount borrowed, and 


(b) where the amount actually borrowed has been 
used in whole or in part for the purpose of earn- 
ing income from a business or property, the pro- 
portion of the larger amount that the amount actu- 
ally so used is of the amount actually borrowed 
shall be deemed to be the amount so used. 


Related Provisions: See Related Ponds and | Definitions at 
end of s. 20. | 


(2.1) Limitation of expression “interest” — 
For the purposes of paragraphs (1)(c) and (d), “inter- 
est” does not include an amount that is paid after the 
taxpayer’s 1977 taxation year or payable in respect 
of a period after the taxpayer’s 1977 taxation year, 
depending on the method regularly followed by the 
taxpayer in computing the taxpayer’s income, in re- 
spect of interest on a policy loan made by an insurer 
except to the extent that the amount of that interest is 
verified by the insurer in prescribed form. — within 
the prescribed time to be it ay DINAN (a 


(a) interest paid in the year on that loan; aii 


(b) interest (other than interest that, would, but for 
paragraph (2.2)(b), be interest on. money. bor- 
rowed before 1978 to acquire a life insurance pol- 
icy or on an amount payable for property ac- 
quired before 1978 that is an interest ina life 
insurance policy) that is not added to’ the adjusted 
cost basis (within the meaning given: that expres- 
sion in subsection: 148(9}) to the Bey hig of the 
taxpayer’s interest inthe policy. — © 


Related Provisions: See Related ee and Definitions at 
end of s. 20. UBUD 
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Pre-RSC History: Para. 20(2.1)(b) substituted by 1979, c. 5, sub- 
sec. 7(3), applicable to 1978 et seq. 


Subsec. 20(2.1) substituted by 1977-78, c. 32, subsec. 5(2), applica- 
ble to 1978 et seg. 


Subsec. 20(2.1) added by 1977-78, c. 1, subsec. 14(2), applicable to 
1978 et seq. 


Regulations: 4001 (prescribed time). 


Interpretation Bulletins: IT-355R2: Interest on loans to buy life 
insurance policies and annuity contracts, and interest on policy 
loans. 


Forms: T2210: Verification of policy loan interest by the insurer. 


(2.2) Limitation of expression “life insurance 
policy” — For the purposes of paragraphs (1)(c) 
and (d), a “life insurance policy” does not include a 
policy 


(a) that is or is issued puna to a registered 
pension plan, a registered retirement savings 
plan, an income-averaging annuity contract or a 
deferred profit sharing plan; 


(b) that was an annuity contract issued before 
1978 that provided for annuity payments to com- 
mence not later than the day on which the policy- 
holder attains 75 years of age; or 


(c) that is an annuity contract all of the insurer’s 
reserves for which vary in amount depending on 
the fair market value of a apestties group of 
properties. 


Related Provisions: 138(12)‘life insurance policy”. See addi- 
tional Related provisions and Definitions at:end of s. 20. 


History: Para. 20(2.2)(c) added by 1994, c. 7, Sch. I (1991, c. 49), 
subsec. 15(6), applicable to 1987 et seq. . 


Pre-RSC History: Para. 20(2.2)(a) amended by 1990, c. 35, s. 29, 
to substitute “pension plan” for “pension fund or plan”, applicable 
after 1985, 


Para. 20(2.2)(a) substituted by 1980-81-82-83, c. 140, subsec. 12(5), 
applicable after November 12, 1981. Para. 20(2.2)(a) formerly read: 


(a) referred to in paragraph 148(1)(b); or 


Subsec. 20(2.2) substituted by 1979, c. 5, subsec. 7(3), applicable to 
1978 et seq. 


Subsec. (2.2) added by 1977-78, c. 1, subsec. 14(2), applicable to 
1978 et seq. 


Interpretation Bulletins: IT-355R2: Interest on loans to buy life 
insurance policies and annuity contracts, and interest on policy 
loans. 


(2.3) Sectoral reserve — For the purpose of 
clause (1)(1)(i1)(D), a sectoral reserve is a reserve or 
an allowance for impairment for a loan that is deter- 
mined on a sector-by-sector basis (including a geo- 
graphic sector, an industrial sector or a sector of any 
other nature) and not on a property-by-property 
basis. 


History: Subsec. 20(2.3) added by 1998, c. 19, subsec. 81(7), 
applicable 


(a) to taxation years that end after September 1997; and 


(b) to a taxpayer’s taxation years that end after 1995 and before 
October 1997 where the taxpayer elects in writing to have the 
amendment to para. 20(1)(1) (made by 1998, c. 19, subsec. 
81(4)) apply to the year and files the election with the Minister 
of National Revenue before October 1998. 


S.20(3) 


(2.4) Specified percentage — For the purpose of 
clause (1)(1)(ii)(D), a taxpayer’s specified percentage 
for a taxation year is 


(a) where the taxpayer has a prescribed reserve 
amount for the year, the percentage that is the 
percentage of the prescribed reserve amount of 
the taxpayer for the year claimed by the taxpayer 
under clause (1)(1)(ii)(C) for the year, and 


(b) in any other case, 100%. 
History: Subsec. 20(2.4) added by 1998, c. 19, subsec. 81(7), 
applicable 
(a) to taxation years that end after September 1997; and 
(b) to a taxpayer’s taxation years that end after 1995 and before 
October 1997 where the taxpayer elects in writing to have the 
amendment to para. 20(1)(1) (made by 1998, c. 19, subsec. 


81(4)) apply to the year and files the election with the Minister 
of National Revenue before October 1998. 


Regulations: 8000(a) (prescribed reserve amount). 


(3) Borrowed money — For greater certainty, it is 
hereby declared that where a taxpayer has used bor- 
rowed money 


(a) to repay money previously wanieaveal or 


(b) to pay an amount payable for property de- 
scribed in subparagraph (1)(c)(@i) previously 
acquired, 


subject to subsection 20.1(6), the borrowed money 
shall, for the purposes of paragraphs (1)(c), (e) and 
(e.1), subsections 20.1(1) and (2), section 21 and 
subparagraph 95(2)(a)(ii) and for the purpose of par- 
agraph 20(1)(k) of the Income Tax Act, Chapter 148 
of the Revised Statutes of Canada, 1952, be deemed 
to have been used for the purpose for which the 
money previously borrowed was used or was 
deemed by this subsection to have been used, or to 
acquire the property in respect of which the amount 
was payable, as the case may be. 


Related Provisions: See Related provisions and Definitions at 
end of s. 20. 


History: That portion of subsec. 20(3) after para. (b) amended by 
1995, c. 21, s. 45, applicable to expenses incurred in taxation years 
that begin after 1994 except that, where there has been a change in 
the taxation year of a foreign affiliate of a taxpayer in 1994 and 
after February 22, 1994, the amended legislation applies to expenses 
incurred in taxation years of the foreign affiliate of the taxpayer that 
end after 1994, unless 


(a) such foreign affiliate had requested that change in the taxa- 
tion year in writing before February 22, 1994 from the income 
taxation authority of the country in which it was resident and 
subject to income taxation; or 


(b) the first taxation year of such foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the time 
that that taxation year would have begun if there had not been 
that change in the taxation year of such foreign affiliate. 


That portion formerly read: 


subject to subsection 20.1(6), the borrowed money shall, for 
the purposes of paragraphs (1)(c), (e) and (e.1), subsections 
20.1(1) and (2) and section 21, and for the purpose of para- 
graph 20(1)(k) of the Income Tax Act, chapter 148 of the Re- 
vised Statutes of Canada, 1952, be deemed to have been used 
for the purpose for which the money previously borrowed 
was used or was deemed by this subsection to have been 
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used, or to acquire the property in respect of which the 
amount was payable, as the case may be. 


That portion of subsec. 20(3) after para. (b) substituted xe 1994, C. 
21, subsec. 12(6), applicable to expenses incurred after 1987 except 
that, in its application to such expenses incurred before 1994, that 
portion shall be read without reference to the expressions “subject 
to subsection 20.1(6)” and heater 20.1(1) and sat That por- 
tion formerly read: 


the borrowed money shall, for the purposes of paragraph 
(1)(c) (or 20(1)(k) of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952) and section 21, be deemed 
to have been used for the purpose for which the money previ- 
ously borrowed was used or was deemed by this subsection to 
have been used, or to acquire the property in respect of which 
the said amount was so payable, as the case may be. 


Selected Cases [subsec. 20(3)]: Grenier v. MNR; [1992] 1 
C.T.C. 2703 (TCC); appealed :to FCTD (May 22,1992), File T- 
1193-92 (Interest deductible only on portion of loan used to earn 
income); Emerson v. The Queen, [1986] 1 C-T.C. 422 (FCA); leave 
to appeal to SCC refused [unreported] (June 12, 1986), Doc. 19907 
(Interest disallowed where money borrowed to repay previous loan 
on shares no longer owned). . 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter . 
148 of the Revised Statutes of Canada, 1952”). 


1.T. Technical. News: No. 3 (use of a partner’s assets by a 
partnership). 
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(4) Bad debts from dispositions of 
‘depreciable property — Where an amount that is 
owing to a taxpayer as or on account of the proceeds: 
of disposition of depreciable property (other than a 
timber resource property or a passenger vehicle hav- 
ing a cost to the taxpayer in excess of $20,000 or 
such other amount as may be prescribed) of the tax- 
payer of a prescribed class is established by the tax- 
payer to have become a bad debt in a taxation year, 
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there may be deducted in computing the taxpayer’s 
income for the year the lesser of 


(a) the amount so owing to the taxpayer, and 


(b) the amount, if any, by which the capital cost 
to the taxpayer of that property exceeds the total 
of the amounts, if any, realized by the taxpayer 
on account of the proceeds of disposition. 
Related Provisions: 20(1)(a) — Capital cost of. property; 
50(1)(a) — Deemed disposition where debt becomes bad debt; 
79.1(7)(d) — Deduction by creditor for bad debt where property 
seized; 79.1(8) — No deduction for principal amount of bad debt 
where property seized by creditor. See additional Related provisions 
and Definitions at end of s. 20. 
History: Subsec. 20(4) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 15(7), applicable with respect to amounts that are estab- 
lished after July 13, 1990 to have become bad debts. Subsec. 20(4) 
formerly read: 
(4) Uncollectable portion of proceeds of disposition of 
depreciable property — Where an amount that is owing to a 
taxpayer as or on account of the proceeds of disposition of 
depreciable property (other than a timber resource property) 
of the taxpayer of a prescribed class is established by the tax- 
payer to have become a bad debt in a taxation year, there may 
be deducted in computing the taxpayer’s income for the year 
the lesser of 


(a) the amount so owing to the taxpayer, and 


(b) the amount, if any, by which the capital cost to the 
taxpayer of that property exceeds the aggregate of the 
amounts, if any, realized by the taxpayer on account of 
the proceeds of disposition. 


Pre-RSC History: Subsec. 20(4) substituted by 1974-75-76, c. 26, 
subsec. 8(3), applicable in respect of dispositions of property after 
May 6, 1974, to add “(other than a timber resource property)”. 


Regulations: 7307(1) (prescribed amount). 


Interpretation Bulletins: IT-159R3: Capital debts established to 
be bad debts; IT-220R2: CCA — proceeds of disposition of depre- 
ciable property; IT-442R: Bad debts and reserve for doubtful debts. 


1.T. Technical News: No. 10 (1997 deduction limits and benefit 
rates for automobiles). 


(4.1) idem — Where an amount that is owing to a 
taxpayer as or on account of the proceeds of disposi- 
tion of a timber resource property of the taxpayer is 
established by the taxpayer to have become a bad 
debt in a taxation year, the amount so owing to the 
taxpayer may be deducted in computing the tax- 
payer’s income for the year. 

Related Provisions: 50(1)(a) — Deemed disposition where debt 
becomes bad debt; 79.1(7)(d) — Deduction by creditor for bad debt 
where property seized; 79.1(8)— No deduction for principal 


amount of bad debt where property seized by creditor. See Related 
provisions and Definitions at end of s. 20. 


Pre-RSC History: Subsec. 20(4.1) added by 1974-75-76, c. 26, 
subsec. 8(3), applicable in respect of dispositions of property after 
May 6, 1974. 


Interpretation Bulletins: IT-442R: Bad debts and reserve for 
doubtful debts. 


(4.2) idem — Where, in respect of a disposition of 
eligible capital property by a taxpayer, an amount 
that comes within the terms of paragraph (a) of the 
description of E in the definition “cumulative eligi- 
ble capital” in subsection 14(5) was included in the 
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calculation of the taxpayer’s cumulative eligible cap- 
ital and is established by the taxpayer to have be- 
come a bad debt in a taxation year, there shall be de- 
ducted in computing the income of the taxpayer for 
the year 


(a) the amount, if any, by which 
(i) */4 of the total of 


(A) the total of all amounts each of which 
is such an amount that was so established 
by the taxpayer to be a bad debt in the 
year, and 


(B) the total of all amounts each of which 
is such an amount that was so established 
by the taxpayer to be a bad debt in a pre- 
ceding taxation year, 


exceeds the total of 
(ii) the total of all amounts each of which is 


(A) the taxable capital gain of the taxpayer 
determined under subsection 14(1) for the 
year or a preceding taxation year and in re- 
spect of which a deduction can reasonably 
be considered to have been claimed under 
section 110.6, or 


(B) an amount determined in respect of the 
taxpayer for D in subparagraph 14(1)(a)(v) 
for the year or a preceding taxation year, 
and 


(iii) the total of all amounts deducted by the 
taxpayer under this subsection in preceding 
taxation years 


and the amount, if any, by which 


(b) 4 of the amount determined under clause 
(a)(i)(A) for the year 


exceeds 


(c) the amount determined under paragraph (a) 
for the year 


shall be deemed to be an allowable capital loss of the 
taxpayer from a disposition of capital property By! the 
taxpayer in the year. 


Related Provisions: 12(1)(i.1)—Bad debts recovered; 
39(11) — Bad debt recovery; 50(1)(a) — Deemed disposition 
where debt becomes bad debt; 79.1(7)(d) — Deduction by creditor 
for bad debt where property seized; 79.1(8)—— No deduction for 
principal amount of bad debt. where property seized by creditor; 
89(1)“capital dividend account’(c) — Capital dividend account. See 
additional Related provisions and Definitions at end of s. 20. 


History: Subpara. 20(4.2)(a)(ii) amended by 1995, c. 3, subsec. 
7(2), applicable to taxation years that end after February 22, 1994. 
Subpara. (ii) formerly read: 


(11) the total of all amounts each of which is an amount deter- 
mined under subparagraph 14(1)(a)(v) in respect of the tax- 
payer for the year or a preceding taxation year, and in respect 
of which a deduction under section 110.6 may reasonably be 
considered to have been claimea, and 


Pre-RSC History: Subsec. 20(4.2) added by 1988, c. 55, subsec. 
12(11), applicable with respect to dispositions of property occurring 
after June 17, 1987, other than dispositions pursuant to the terms of 
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an obligation. entered. into in writing before June 18, 1987, except 
that 3 


‘(a) in the case of a corporation, in respect of dispositions of 
property occurring in taxation years commencing before July 
1988, and 


(b) in any other case, in respect of dispositions of property oc- 
curring in fiscal periods commencing before 1988, 


the references to ““/s”” shall be read as references to “‘!/2”’. 


interpretation Bulletins: IT-123R6: Transactions involving eli- 
gible capital property. 


(5) Sale of agreement for sale or mortgage 
included in proceeds of disposition — Where 
depreciable property, other than a timber resource 
property, of a taxpayer has, in a taxation year, been 
disposed of to a person with whom the taxpayer was 
dealing at arm’s length, and the proceeds of disposi- 
tion include an agreement for sale of or mortgage on 
land that the taxpayer has, in a subsequent taxation 
year, sold to a person with whom the taxpayer was 
dealing at arm’s length, there may be deducted in 
computing the income of the taxpayer for the subse- 
quent year an amount equal to the lesser of 


(a) the amount, if any, by which the principal 
amount of the agreement for sale or mortgage 
outstanding at the time of the sale exceeds the 


consideration paid by the purchaser to the tax- — 


payer for the agreement for sale or mortgage, and 


(b) the amount determined under paragraph (a) 

less the amount, if any, by which the proceeds of 

_ disposition of the depreciable property exceed the 
-.. capital cost. to the taxpayer of that property. 


Related Provisions: See Related provisions pi emi ons at 
end of s. 20. 


Pre-RSC History: Subsec. 20(5) substituted by 1974-75-76, c. 26, 
subsec. 8(3), applicable in respect of dispositions of property after 
May 6, 1974, to add “(other than a timber resource property)”. 


Interpretation Bulletins: IT-323: Sale of mortgage included in 
proceeds of disposition of depreciable property. 


(5.1) ldem — Where a timber resource property of a 
taxpayer has, in a taxation year, been disposed of to 
a person with whom the taxpayer was dealing at 
arm’s length, and the proceeds of disposition include 
an agreement for sale of or mortgage on land that the 
taxpayer has, in a subsequent taxation year, sold to a 
person with whom the taxpayer was dealing at arm’s 
length, there may be deducted in computing the in- 
come ‘of the taxpayer for the subsequent year the 
amount, if any, by which the principal amount of the 
agreement for sale or mortgage outstanding at the 
time of the sale exceeds the consideration paid by 
the purchaser to the taxpayer for the agreement for 
sale or mortgage. 


Related Provisions: See Related provisions and Definitions at 
end of s. 20. 


Pre-RSC History: Subsec. 20(5.1) added by 1974-75-76, c. 26, 
subsec. 8(3), applicable in respect of dispositions of property after 
May 6, 1974. 


S. 20(7) 


(6) Special reserves — Where an amount is de- 
ductible in computing income for a taxation year 
under paragraph (1)(m) as a reserve in respect of 


(a) articles of food or drink that it is reasonably 
anticipated will have to be delivered after the end 
of the year, or 


(b) transportation that it is AuUOHABTY anticipated 
will have to be provided after the end of the year, 


there shall be substituted for the amount determined 
under that paragraph an amount not exceeding the 
total of amounts included in computing the tax- 
payer's income from the business for the year that 
were received or receivable (depending on the 
method regularly followed by the taxpayer in com- 
puting the taxpayer’s profit) in the year in respect of 


(c) articles of food or drink not delivered before 
the end of the year, or 


(d) transportation not provided before the end of 
the year, 


as the case may be. 


Related Provisions: 12(1)(e) — Reserves in respect of certain 
goods and services, etc., rendered. See additional Related provisions 
and Definitions at end of s. 20. 


Interpretation Bulletins: IT-154R: Special reserves. 


(7) Where para. (1)(m) does not apply — Para- 
graph (1)(m) does: not apply to allow a deduction 


(a) as a reserve in respect of guarantees, indemni- 
ties or warranties; 


(b) in computing the income of a taxpayer for a 
taxation year from a business in any case where 
the taxpayer’s income for the year from that busi- 
ness is computed in accordance with the method 
authorized by subsection 28(1); or 


(c) as a reserve in respect of insurance, except 
that in computing an insurer’s income for a taxa- 
tion year from an insurance business, other than a 
life insurance business, carried on by it, there 
may be deducted as a policy reserve any amount 
that the insurer claims not exceeding the amount 
prescribed in respect of the insurer for the year. 


Selected Cases [para. 20(7)(c)]: Gore Mutual Insurance Co. v. 
R., [1997] 2 C.T.C. 2530 (TCC) (Decision in Co-Operators General 
Insurance not affected by SCC decision in Notre-Dame de Bons 
Secours). 
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Related Provisions: 12(1)(e) — Income inclusion in following 


12(1)(s) — Reinsurance commission; 18(1)(e.1) — Unpaid 
Deduction for unpaid 
claims reserve adjustment; 87(2.2) — Amalgamation of insurance 
corporations; 88(1)(g)— Winding-up of subsidiary insurance cor- 
porations; Reg. 8100(a) — Unpaid claims reserve adjustment. See 
additional Related provisions and Definitions at end of s. 20. 


History: Para. 20(7)(c) amended by 1997, c..25, subsec. 5(2), ap- 
plicable to 1996 et seg. Para. (c) formerly read: 


year; 


(c) as a reserve in respect of insurance, except that an insur- 
ance corporation may, in computing its income for a taxation 
year from an insurance business, other than a life insurance 
business, carried on by it, deduct as policy reserves such 
amounts as are prescribed for the purposes of this paragraph. 


Pre-RSC History: Para. 20(7)(c) substituted by 1977-78, c. 1, 
subsec. 14(3), applicable to 1978. et seg., to substitute “may” for 
“shall” in the 2nd line. 


Selected Cases [subsec. 20(7)]: Sears Canada Inc. v. Canada, 
[1989] 1 C.T.C. 127 (FCA); leave to appeal.to SCC. refused. (sub 
nom. Sears Can. Inc. v. MNR) (1989), 100 NR 160 (note) (Mainte- 
nance agreement for appliances constituted indemnity; reserves 
disallowed); Amesbury Distributors Ltd. v. The Queen, {1984} 
C.T.C. 667 (FCTD) (Reserve from fee charged to dealers for after- 
sales service disallowed); Mister Muffler Ltd. v. The Queen, {1974] 
C.T.C. 813 (FCTD) (No reserve permitted for part of purchase price 
constituting contingent allowance for replacement). 


Regulations: 1400(1) (amount prescribed for 20(7)(c)). 
Interpretation Bulletins: IT-154R: Special reserves. 


(8) No deduction in respect of property in 
certain circumstances — Paragraph (1)(n) does 
not apply to allow a deduction in computing the in- 
come of a taxpayer for a taxation year from a busi- 
ness in respect of a property sold in the course of the 
business if 


(a) the taxpayer, at the end of the year or at any 
time in the immediately following taxation year, 


(i) was exempt from tax under any provision 
of this Part, or 
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(ii) was not resident in Canada and did not 
carry on the business in Canada; or 


(b) the sale occurred more than 36 months before 
the end of the year. 


Related Provisions: 149 — Exemptions. See additional Related 
provisions and Definitions at end of s. 20. 


Pre-RSC History: Subsec. 20(8) substituted by 1980-81-82-83, c. 
140, subsec. 12(6), applicable with respect to property sold after 
November 12, 1981 otherwise than pursuant to the terms in exis- 
tence on that date of an offer or agreement in writing made or en- 
tered into on or before that date. Subsec. 20(8) formerly read: 


(8) Paragraph (1)(n) does not apply. to-allow a deduction in». 
computing the income of a taxpayer for.a taxation year from a 
business in respect of a property sold in the course of the bus- _ 
iness if the taxpayer, at the end of the year or at any time in’ 
the immediately following year, : 

(a) was exempt from tax under any provision of this Part, 
or ; ; 
(b) was not resident in Canada and did not carry on the 
business in Canada. 


Subsec, 20(8) substituted by 1974-75-76, c. 26, subsec. 8(4), appli- 
cable in respect of dispositions of property after May 6, 1974. Pe 
sec. 20(8) formerly read: 


(8) Paragraph 1(n) does not apply to allow a deduction in 

computing the income of a taxpayer for a taxation year from a 

business in respect of property sold in the course of the busi- 

ness where the taxpayer ceases to be a resident of Canada or - 

becomés exempt from tax under any provision of this Part at 

any time inthe year or in the immediately following year. 
Interpretation Bulletins: IT-152R3: Special reserves — sale of 
land; IT- 1S4R: Special reserves. 


(9) Application of para. (1)(cc) — In lieu of 
making any deduction of an amount permitted by 
paragraph (1)(cc) in computing a taxpayer’s income 
for.a taxation year from a-business, the taxpayer 
may, if the taxpayer so elects in prescribed manner, 
make a deduction of '/i0 of that amount in computing 
the taxpayer’s income for that taxation. year and a 
like deduction in computing the taxpayer’s income 
for each of the 9 immediately following taxation 
years. Saply 

Related Provisions: 13(12) — Application of 20(1)(cc); 96(3) — 


Election by members of partnership: See additional Related provi- 
sions and Definitions at end of s. 20. 


Regulations: 4100 (prescribed manner). 
Interpretation Bulletins: [T-99R4: Legal and accounting fees. 


(10) Convention expenses — Notwithstanding 
paragraph 18(1)(b), there may be deducted in com- 
puting a taxpayer’s income for a taxation. year from a 
business an amount paid by the taxpayer in the year 
as or on account of expenses incurred. by the. tax- 
payer in attending, in connection with the business, 
not more than two conventions held during. the year 
by a business or professional organization at a loca- 
tion that may reasonably be regarded .as, consistent 
with the territorial scope of that organization. _ 

Related Provisions: 67.1(3) — Meals and entertainment in- 
cluded in fee for convention; Canada-U.S. tax treaty, Art. 
XXV:9 — Fees for convention held in U.S. deductible if would be 


deductible in Canada. See additional Related provisions en Defini- 
tions at end of s. 20. 
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Selected Cases [subsec. 20(10)]: Wees v. Canada, [1995] 1 
C.T.C. 2711 (FCA) (Seminars and inhouse meetings held to be con- 
ventions and deductions limited). 

Interpretation Bulletins: IT-131R2: Convention expenses; IT- 
357R2: Expenses of training. 


(11) Foreign taxes on income from property 
exceeding 15% — In computing the income of an 
individual from a property other than real property 
for a taxation year after 1975 that is income from a 
source outside Canada, there may be deducted the 
amount, if any, by which, 


(a) such part of any income or profits tax paid by 
the taxpayer to the government of a country other 
than Canada for the year as may reasonably be 
regarded as having been paid in respect of an 
amount that has been included in computing the 
taxpayer's income for the year from the property, 


exceeds 


(b) 15% of the amount referred to in paragraph 

(a). | 
Related Provisions: 20(12) — Deduction for foreign tax as alter- 
native to credit; 104(22)—(22.4) — Foreign tax credit for benefi- 
ciaries of trust; 126(1) — Foreign tax credit; 126(7)“non-business- 
income tax’’(b) — Limitation on foreign tax credit; 144(8.1) — Em- 
ployee profit sharing plan — Foreign tax deduction; Canada-U.S. 
tax treaty, Art. XXIX:5 — United States S. corporations. See. addi- 
tional Related provisions and Definitions at end of s. 20. 
Pre-RSC History: All that portion of subsec: 20(11) preceding 
para. (a) substituted by. 1974-75-76, c..26, subsec. 8(5), applicable 
to 1976 et seq., to add “other than real property”. 
Interpretation Bulletins: IT-201R2: Foreign tax credit — trusts 
and beneficiaries; IT-506: Foreign income taxes as a deduction from 
income: 


(12) Foreign non-business income tax — In 
computing a taxpayer’s income for a taxation year 
from a business or property; there may be deducted 
such amount as the taxpayer claims not exceeding 
the non-business income tax paid by the taxpayer for 
the year to the government of a country other than 
Canada (within the meaning assigned by subsection 
126(7) read without reference to paragraphs (c) and 
(e) of the definition “non-business-income tax” in 
that subsection) in respect of that income, other than 
any such tax, or part thereof, that can reasonably be 
regarded as having been paid by a corporation in re- 
Spect of income from a share of the capital stock of a 
foreign affiliate of the corporation. 
Related Provisions: 20(11)— Deduction to limit foreign tax 
credit of individual; 104(22)—-(22.4) — Foreign tax credit for benefi- 
ciaries of trust; 126(1)— Foreign tax credit; 126(7)“non-business- 
income tax’ (c) — Limitation on foreign tax credit. See additional 
Related provisions and Definitions at end of s. 20. 
History: Subsec. 20(12) amended by 1994, c. 7, Sch. VII (1993, c. 
24), subsec. 9(3), applicable to 1992 et seq. Subsec. 20(12) formerly 
read: 
(12) Foreign non-business income tax — In computing 
the income of a taxpayer for a taxation year, there may be 
deducted such amount as the taxpayer may claim not exceed- 
ing the non-business income tax paid by the taxpayer for the 
year to the government of a country other than Canada 
(within the meaning assigned by the definition “non-business- 
income tax” in subsection 126(7) if that definition read with- 
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out reference to paragraphs (c) and (e) thereof) other than any 
such tax, or part thereof, that may reasonably be regarded as 
having been paid by a corporation in respect of income from 
a share of the capital stock of a foreign affiliate of the 
corporation. 


Pre-RSC. History: Subsec. 20(12) substituted by 1980-81-82-83, 
c. 140, subsec. 12(7), applicable to taxation years commencing after 
November 12, 1981 to add reference to subpara. 126(7)(c)(v). 


Subsec. 20(12) added by 1977-78, c. 32, subsec. 5(3), applicable to 
1978 et seq. 


Selected Cases [subsec. 20(12)]: Kaiser v. MNR, [1991] 2 
C.T.C. 2168 (TCC) (No deduction for foreign non-business 
income); Taylor v. Canada, [1991] 1 C.T.C. 304 (FCA) (Deduction 
allowed in respect of non-business income tax paid during period of 
residence only). 


Interpretation Bulletins: IT-201R2: Foreign tax credit — trusts 
and beneficiaries; IT-506: Foreign income taxes as a deduction from 
income. 


Pre-RSC History [former subsec. 20(12)]: Former subsec. 
20(12) repealed by 1973-74, c. 30, s. 3, applicable to 1973 et seq. 
Subsec. 20(12) formerly read: 


(12) In computing the income of a taxpayer for a taxation 
year from a business carried on by him in a country other 
than Canada, there may be deducted the amount, if any, of 
any income or profits taxes paid to the government of a state, 
province or other political subdivision of that country to the 
extent that such taxes 


(a) were deductible under the laws of that country in 
computing the amount for the year on which the taxpayer 
is liable to pay income or profits tax imposed by the gov- 
ernment of that country, and 


(b) may reasonably be regarded as having been paid in 
respect of the income of the taxpayer for the year from 
that business. 


(13) Dividend on share from foreign affiliate 
of taxpayer — In computing the income for a taxa- 
tion year of a taxpayer resident in Canada, there may 
be deducted such amount in respect of a dividend re- 
ceived by the taxpayer in the year on a share owned 
by the taxpayer of the capital stock of a foreign affil- 
iate of the taxpayer as is provided by subdivision 1. 
Related Provisions: 91(5) — Amount deductible in respect of 
dividends received from foreign affiliate; 113(1) — Deduction re 


dividend received from foreign affiliate. See additional Related pro- 
visions and Definitions at end of s. 20. 


(14) Accrued bond interest — Where, by virtue 
of an assignment or other transfer of a debt obliga- 
tion, other than an income bond, an income deben- 
ture, a small business development bond or a small 
business bond, the transferee has become entitled to 
an amount of interest that accrued on the debt obli- 
gation for a period commencing before the time of 
transfer and ending at that time that is not payable 
until after that time, that amount 


(a) shall. be included as interest in computing the 
transferor’s income for the transferor’s taxation 
year in which the transfer occurred, except to the 
extent that it was otherwise included in comput- 
ing the transferor’s income for the year or a pre- 
ceding taxation year; and 


(b) may be deducted in computing the trans- 
feree’s income for a taxation year to the extent 


S. 20(14)(b) 


that the amount was included as interest in com- 

puting the transferee’s income for the year. 
Related Provisions: 12(9)— Deemed accrual; 16(3) — 
Purchase of bond at a discount; 53(2)(1) — Adjusted cost base — 
amounts to be deducted; 138(12)“gross investment revenue” E(b) — 
Inclusion in gross investment revenue of insurer; 142.4(1)“tax ba- 
sis”(m):— Disposition of specified debt obligation by financial in- 
stitution; 142.4(3)(b) — Disposition of specified debt obligation by 
financial institution; 142.5(3)(a) — Mark-to-market debt obligation; 
214(6) — Deemed interest; 214(9) — Deemed resident. See addi- 
tional Related provisions and Definitions at end of s. 20. 


Pre-RSC History: Subsec. 20(14) substituted by 1980-81-82-83, 
c. 140, subsec. 12(8), applicable with respect to transfers occurring 
after November 12, 1981. Subsec. 20(14) formerly read: 


(14) Where, by virtue of an assignment or other transfer of a 
bond, debenture or similar security (other than an income 
bond or an income debenture), including for greater certainty 
an assignment or other transfer after June 18, 1971 of a bill, 
note, mortgage, hypothec or similar obligation, the transferee 
has become entitled to interest in respect of a period com- 
mencing before the time of transfer and ending after that time 
that is not payable until after the time of transfer, an amount 
equal to that proportion of the interest that the number of days 
in the portion of the period that preceded the day of transfer is 
of the numberof days in the whole period 


(a) shall be included in computing the transferor’s in- 
come for the taxation year in which the transfer was 
made, and 


(b) may be deducted in computing the transferee’s in- 
come for a taxation year in the computation of which 
there has been included 


(i) the full amount of the interest under section 12, or 
(ii) a portion of the interest under paragraph (a). 


Selected Cases [subsec. 20(14)]: Antosko (H.B.) v. Canada, 
[1994] 2. C.T.C.:25 (SCC) (Ability to claim deduction not dependent 
on inclusion of interest by transferor). ) 


Regulations: 211 (information return by financial banshee 


Interpretation Bulletins: IT-320R2: RRSPs — qualified invest- 
ments; IT-396R: Interest income; IT-410R: Debt obligations — ac- 
crued. interest on transfer, 


(14.1) Interest on debt obligation — Where a 
person who has issued a debt obligation, other than 
an income bond, an income debenture, a small busi- 
ness development bond or a.small business bond, is 
obligated to pay an amount that is stipulated to be 
interest on that debt obligation in respect'of a period 
before its issue (in this subsection referred’to as the 
“unearned interest amount”) and it is reasonable to 
consider that the person to whom the debt obligation 
was issued paid to the issuer consideration for the 
debt obligation that: included an amount:in respect of 
the unearned interest amount, 


(a) for the purposes of subsection (14) and sec- 
tion 12, the issue of the debt obligation shall be 
deemed to be an assignment of the debt obliga- 
tion from the issuer, as transferor, to the person to 
whom the obligation was issued, as transferee, 
and an amount equal to the ‘unearned: interest 
amount shall be deemed to be interest that ac- 
crued on the obligation fora period commencing 
before the issue. and ending at the time of issue; 
and 
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(b) notwithstanding paragraph (a) or any other 

provision of this Act, no amount that can reason- 

ably be considered to be an amount in respect of 

the unearned interest amount shall be deducted or 

included in computing the income of the issuer. 
Related Provisions: See Related provisions and Definitions; at 
end of s. 20. 


Pre-RSC History: Subsec. 20(14.1) added by 1984, c. 1, subsec. 
9(3), applicable to taxation years commencing after 1982. 


(15) Regulations — For greater certainty it is 
hereby declared that, in the case of a regulation made 
under paragraph (1)(v.1) allowing to a taxpayer an 
amount in respect of natural accumulations of petro- 
leum or natural gas in Canada, oil or gas wells in 
Canada or mineral resources in Canada, 


(a) there may be allowed to the taxpayer by that 
regulation an amount in respect of any or all such 
accumulations, wells or resources; and 


(b) notwithstanding any. other. provision con- 
tained in this Act, the Governor in Council may 
prescribe the formula by which the amount that 
may be allowed to the taxpayer by that regulation 
shall be determined. 


Related Provisions: See Related provisions and Definitions at 
end of s. 20. 


Pre-RSC History: All that portion of subsec. 20(15) eat 
para. (b) amended to add “natural accumulations of petroleum or 
natural gas in Canada” in that portion preceding para. (a) and to 
substitute “such accumulations, wells or resources” for “such oil or 
gas wells in Canada or mineral resources in Canada”, by 1986, c. 6, 
subsec. 31(2), applicable to taxation years ending after March, 
1985. 


Subsec. 20(15) added by 1974-75-76, c. 71, subsec. 1(2), applicable 
to 1976 et seq. 


Regulations: 1210 (amount allowed under 20(1)(v.1)). 


(16) Terminal loss — Notwithstanding paragraphs 
18(1)(a), (b) and (h), where at the end of a taxation 
year, 


(a) the total of all amounts used to determine A to 
D in the definition “undepreciated capital cost” in 
subsection 13(21) in respect of a taxpayer’s de- 
preciable property of a particular class exceeds 
the total of all amounts used to determine E to J 
in that definition in respect of that property, and 


(b) the taxpayer no longer owns any property of 
that class, 


in computing the taxpayer’s income for. the year. 


(c) there shall be deducted the amount of the ex- 
cess determined under paragraph (a), and 


(d) no amount shall be deducted for the year 
under paragraph (1)(a) in respect of property of 
that. class. 


Related Provisions: 13(1) — Recapture where E to J exceed A 
to. D; 13(6) — Misclassified property; 13(21.1) — Limitation on 
disposition of a building; 13(21.2) — Limitation where. affiliated 
person acquires the property; No terminal loss for lux- 
ury automobile; 20(16.2) — Meaning of “taxation year’ and “year”; 
20(16.3) — Property disposed of after ceasing business; 28(1)(g) — 
Deduction from farming or fishing income when using cash 
method; 164(6)(b) — Disposition of property by legal representa- 
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tive of deceased taxpayer. See additional Related pibstsings and 
Definitions at end of s. 20. 


History: That portion of subsec. 20(16) following para. (d) re- 
pealed by 1994, c..7, Sch. I (1991, c. 49), subsec. 15(8), applicable 
to taxation years beginning after July 13, 1990. That portion for- 
merly read: | 


and the amount of the excess determined under paragraph (a) 
shall be deemed to have been deducted under paragraph 

--(1)(a) in computing the taxpayer’s income for the year from a 
business or property. 


Pre-RSC History: Para. 20(16)(a) substituted by 1988, c. 55, 
subsec. 12(12), applicable to 1985 et seg. Para. 20(16)(a) formerly 
read: 


(a) the aggregate of all amounts determined under subpara- 
graphs 13(21)(f)(G) to (11.1) in respect of depreciable property 
of a particular prescribed class of a taxpayer exceeds the ag- 
gregate of all amounts determined under subparagraphs 
13(21)(H ii) to (viii) in respect of cpprecilNe property of 
that class of the taxpayer, and 


Para. 20(16)(a) substituted by 1980-81-82-83, c. 48, subsec. 10(6), 
applicable to taxation years ending after December 11, 1979; to sub- 
stitute: “to: (11.1)” for “and (11) and “(viii)” for “(vi)”. 

Subsec. 20(16) added by 1977-78, c. 1, subse¢. 14(4), applicable to 


taxation years commencing after May 25, 1976 and ending after 
March 31, 1977. 


Selected, Cases [subsec. 20(1 6)]:. Gordon v.. Canada, [1995] 2 
C.T.C, 2185 (TCC) (Uncompleted film held to be “depreciable 
property”. Terminal loss allowed). 


Interpretation Bulletins: IT-172R: CCA — taxation year of indi- 
viduals; IT-195R4: Rental property — CCA restrictions; IT-288R2: 


Gifts of capital properties to a charity and others; IT-464R: CCA — | 


leasehold interests; IT-465R: Non-resident beneficiaries of trusts; 
IT-478R: CCA — recapture and terminal loss; IT-522R: Vehicle, 
travel and sales expenses of employees. 


(16.1) ldem — Subsection (16) does not apply in re- 
spect of a passenger vehicle of a taxpayer that has a 


cost to the taxpayer in excess of $20, 000 or such — 


other amount as is prescribed. 


Related Provisions: 13(2) — No recapture on yy automo- 
bile; 13(7)(g) — Dispo- 


sition after ceasing nae oie 20(16:2) 4 Meahinpok “taxation | 


year” and “year”; Reg. 1100(2.5) —50% CCA ‘in year of disposi- 
tion. See additional Related provisions and Definitions at end of s. 
20. 


History: Subsec. 20(16.1) amended by 1994; c. 7, Sch. VIII (1993, 
c. 24), subsec. 9(4), applicable to taxation years and. fiscal periods 
beginning after June 17, 1987 that end after 1987. Subsec. 20(16:1) 
formerly read: 


(16.1) Idem — Notwithstanding napiarmty (16)(c); where an 
excess amount is-determined under paragraph (16)(a) at the 
end of a taxation year in respect of a passenger vehicle having 
a cost: to a’ taxpayer in excess of $20,000 or such other 
amount as may be prescribed, that excess amount shall not be 
deducted in computing the taxpayer’s income for the year. 


Pre-RSC History: Subsec. 20(16.1) substituted by 1990, c. 39, 
subsec. 9(2), applicable with respect to fiscal periods and taxation 
years commencing after June 17, 1987 that end after 1987. Subsec. 
20(16.1) formerly read: 


(16.1) Idem — Notwithstanding paragraph (16)(c), where the 
excess amount at the end of a taxation year determined under 
paragraph (16)(a) is in respect of 


(a) a motor vehicle owned by a taxpayer who is an indi- 
vidual, other than:a trust, except where all or substan- 
tially all of the distance travelled by the vehicle through- 
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out the period that he owned it was. for the purpose of 
earning income from a business or property, or 


(b) a passenger vehicle, having.a cost toa taxpayer in 
excess of $20,000 or such other amount as may be pre- 
scribed, owned by.a trust, partnership or corporation, 


that excess shall not be 205, arg in. computing the taxpayer’s 
income for the year. 


Subsec. 20(16.1) added by 1988, c. 55, subsec. 12(13), applicable to 
taxation years and fiscal periods commencing after June 17, 1987 
that end after 1987. 

Regulations: 7307(1) (prescribed amount). ” 


Interpretation Bulletins: IT-478R: CCA — recapture and termi- 
nal loss; IT-521R: Motor vehicle expensesclaimed by. self-em- 
ployed individuals; IT-522R: Vehicle, travel-and sales expenses of 
employees. 


1.T. Technical News: No. 10 (1997 deduction limits’ and benefit 
rates for automobiles). 


(16, 2) Reference to “taxation year” and 
“year” of individual — Where a taxpayer is an 
individual and the taxpayer’s income for a taxation 
year includes income from a business the fiscal pe- 
riod of which does not coincide with the calendar 
year, if depreciable property acquired for the purpose 
of gaining or producing income from. the business 
has been disposed of, each reference in subsections 
(16) and (16.1) to a “taxation year’ and “year” shall, 
for greater certainty, be read as a reference to a “fis- 
cal period’’. 
Related Provisions: 11(2) — References to “taxation year” and 


“year”; 20(16.3) — Exception — disposition after ceasing business; 
249 — Taxation year; 249.1 — Fiscal period. 


Origin of subsec. 20(16.2):.R.S.C. 1985,.c.1 (Sth Supp.) (for- 
merly contained in para. 13(3)(a)). 


(16.3) Disposition after ceasing business — 
Where a taxpayer, after ceasing to carry on a busi- 
ness, has disposed of depreciable property of the tax- 
payer of a prescribed class that was acquired by the 
taxpayer for the purpose of gaining or producing in- 
come from the business and that was not subse- 
quently used by the taxpayer for some other purpose, 
in applying subsection (16) or (16.1), each reference 
in that subsection to a “taxation year’ and “year” 
shall, notwithstanding anything in subsection (16.2), 
not be read as a reference to a “fiscal period’. 


Origin of subsec. 20(16.3): R.S.C. 1985, c.1 (Sth Supp.) (for- 
merly contained in para. 13(8)). 


(17) Reduction of inventory allowance deduc- 
tion — Notwithstanding paragraph 20(1)(gg) of the 
Income Tax Act, chapter 148 of the Revised, Statutes 
of Canada, 1952; the deduction allowed under that 
paragraph to a taxpayer for a taxation year shall be 
reduced by 3% of that proportion of the lesser of 


(a) the cost amount to the taxpayer of the tax- 
payer’s qualifying inventory that was disposed of 
during the year by the taxpayer in a specified 
transaction to a person with whom the taxpayer 
was not dealing at arm’s length, and 


(b) the cost amount to the taxpayer of the tax- 
payer’s qualifying inventory at the beginning of 
the year, 
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that the number of days in the year and after the date 
of disposition is of 365. 

Selected Cases [subsec. 20(17)]: Brault-Clement Inc. v. Can- 
ada, [1992] 1 C.T.C. 44 (FCA); leave to appeal to SCC refused [un- 
reported] (Sept. 24, 1992), Doc. 22970 (Taxpayer was mandatary of 
provincial government in collecting tobacco tax; tax not part of 
“cost amount” of tobacco products in inventory); Plaza Pontiac 
Buick Ltd. v. MNR, [1991] 2.C.T.C..259 (FCTD); aff'd [1994] 1 
C.T.C. 27 (FCA) (Automobiles leased to customers not “held for 
sale”). 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


(18) Definitions — For the purposes of this subsec- 
tion and subsection (17), 


‘qualifying inventory” means tangible property de- 
scribed in subparagraphs 20(1)(gg)(i) and (11) of the 
Income Tax Act, chapter 148 of the Revised Statutes 
of Canada, 1952, other than real property or an inter- 
est therein or property of a taxpayer that becomes 
property of a new corporation by virtue of an amal- 
gamation or merger, 


“specified transaction’? means 
(a) a distribution by a corporation of qualifying 
inventory on or in the course of its winding-up, 


(b) a disposition by a taxpayer of all or a substan- 
tial part of the taxpayer’s qualifying inventory, or 


(c) a disposition at a particular time of qualifying 
inventory by a taxpayer one of the principal pur- 
poses of which was to permit a person with 
whom the taxpayer does not deal at arm’s length 
to obtain a deduction in respect thereof under par- 
agraph 20(1)(gg) of the Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952, for 
that person’s first taxation year commencing after 
the particular time, 


but does not include any such distribution or disposi- 
tion by a taxpayer to another person during a taxa- 
tion year of that other person that ends at least 11 
months after the commencement of the taxation year 
of the taxpayer during which the distribution or dis- 
position occurs. 

Pre-RSC History: The definition “qualifying inventory” was 
para. 20(18)(a), “specified transaction”, 20(18)(b). 

Subsecs. 20(17), (18) added by 1980-81-82-83, c. 48, subsec. 10(7), 
applicable with respect to dispositions of property occurring after 
December 11, 1979. [They refer to the inventory allowance under 
former para. 20(1)(gg), which was repealed in 1986.] 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


(19) Annuity contract — Where a taxpayer has in 
a particular taxation year received a payment under 
an annuity contract in respect of which an amount 
was by virtue of subsection 12(3) included in com- 
puting the taxpayer’s income for a taxation year 
commencing before 1983, there may be deducted in 
computing the taxpayer’s income for the particular 
year such amount, if any; as is allowed by regulation. 


Related Provisions: 20(20) — Disposal of annuity where pay- 
ments have not commenced; 148(9)“adjusted cost basis” — 
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Amount deducted reduces adjusted cost basis. See additional Re- 

lated provisions and Definitions at end of s. 20. 

Pre-RSC History: Subsec, 20(19) substituted by 1980-81+82-83, 

c. 140, subsec. 12(9), applicable with respect to taxation years com- 

mencing after 1982. Subsec. 20(19) formerly read: 
(19) Where a taxpayer has in a particular taxation year re- 
ceived a payment under an annuity contract in respect. of 
which an amount has by virtue of subsection 12(3) been in- 
cluded in computing his income for a taxation year, there may 
be deducted in computing his income for the particular year 
such amount, if any, as is allowed by regulation. 


Subsec. 20(19) added by 1980-81-82-83, c. 48, subsec. 10(7), ites 
cable with respect to dispositions of property occurring after Octo- 
ber 28, 1980. 


Regulations: 303 (amounts. that may be deducted), 


(20) Life insurance policy — Where in a taxation 
year a taxpayer disposes of an interest in a life insur- 
ance policy that is not an annuity contract (otherwise 
than as a consequence of a death) or of an interest in 
an annuity contract (other than a prescribed annuity 
contract), there may be deducted in computing the 
taxpayer’s income for the yee an amount equal to 
the lesser of ish 


(a) the total of all amounts in respect of the inter- 
est in the policy that were included under section 
12.2 of this Act or paragraph 56(1)(d.1) of the In- 
come Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, in computing the tax- 
payer’s income for the year or a Rien a 
taxation year, and 


(b) the amount, if any, by which the adjusted cost 
basis (within the meaning assigned by section 
148) to the taxpayer of that interest immediately 
before the disposition exceeds. the proceeds. of the 
disposition (within the meaning assigned by sec- 
tion 148) of the interest that the policyholder, a 
beneficiary or an assignee became entitled to 
receive. 


Related Provisions: 148(2) — Deemed proceeds of disposition; 
248(8) —Occurrences as a consequence of: death. See additional 
Related provisions and Definitions at-end of s. 20. 


History: That portion of subsec. 20(20) preceding para. (b) substi- 
tuted by 1994, c. 7, Sch. II (1991, c. 49), subsec. 15(9), applicable 
with respect to dispositions occurring after 1989. That portion for- 
merly read: 


(20) Life insurance policy — Where a taxpayer has in a par- 
ticular taxation year disposed of an interest in a life insurance 
policy that is not an annuity contract (otherwise than asa con- 
sequence of a death) or an interest in an annuity contract 
under which annuity payments have not-commenced. and. in 
respect of which an amount was included by virtue of subsec- 
tion 12.2(1) or (3). of this Act or subsection: 12.2(4) of the 
Income Tax Act, chapter 148 of the Revised Statutes of Can- . 
ada, 1952, in computing the taxpayer’s income for a taxation 
year, there may be deducted in computing the taxpayer’s in- 
come for the particular year an amount equal to the lesser of 


(a) the total of all amounts each of which is an amount in 
respect of the interest in the policy that was included by 
virtue of subsection 12.2(1), (3) or (5) of this Act or sub- 
section 12.2(4) of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952, in computing the tax- 
payer’s income for the year or a preceding taxation year, 
and 
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Pre-RSC History: Subsec. 20(20)'substituted by 1984, \c. 1, sub- 

sec. 9(4), applicable to taxation years commencing after 1982, Sub- 

sec. 20(20) formerly read: 
(20) Life insurance policy — Where a taxpayer has in a par- 
ticular taxation year disposed of an interest in a life insurance 
policy, that is not an annuity contract, (otherwise than as a 
consequence of a death) or an annuity contract under which 
annuity payments have not commenced and in. respect of 
which an amount was included by virtue of subsection 
12.2(1), (3) or (4) or paragraph 56(1)(d.1) in computing his 
income for a taxation year, there may be deducted in comput- 
ing his income for the particular year an amount equal to the 
lesser of 


(a) the aggregate of all amounts each of which is an 
amount in respect of the interest in the policy that was 
included by virtue of subsection 12.2(1), (3), (4) or (5) or 
paragraph 56(1)(d.1) in computing his income for the 
year or a preceding taxation year, and 


(b) an amount determined in prescribed manner. 


Subsec.-20(20) added by 1980-81-82-83, c. 140, subsec. 12(9), ap- 
plicable with respect to taxation years commencing after 1982. 


Regulations: 304 (prescribed annuity contract). 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-87R2: Policyholders’ income from 
life insurance policies. 


(21) Debt obligation — Where a taxpayer has in a 
particular taxation year disposed of a property that is 
an interest in a debt obligation for consideration 
equal to its fair market value at the time of disposi- 
tion, there may be deducted in computing the tax- 
payer’s income for the particular year the amount, if 
any, by which 


_(a) the total of all amounts each of which is an 
amount that was included in computing the tax- 
payer’s income for the particular year or a’ pre- 
ceding taxation year as interest.in mcapeRts of that 
property | 

exceeds the total of all amounts each of which is 


(b) the portion of an amount that was received or 
became receivable by the taxpayer in the particu- 
lar year or a preceding taxation year that can rea- 
sonably be considered to be in respect of an 
amount described in paragraph (a) and that was 
not repaid by the taxpayer to the, issuer of the 
debt obligation because of an adjustment in re- 
spect of interest received before the time of dis- 
position by the taxpayer, or 


(c) an amount in respect of that property that was 
deductible by the taxpayer by virtue of paragraph 
(14)(b) in computing the taxpayer’s income for 
the particular year or a preceding taxation year. 
Related Provisions: 12(9) — Deemed accrual; 142.5(3)(a) — 
Mark-to-market debt obligation; 142.5(8)(c) — First deemed dispo- 
sition of mark-to-market debt obligation. See additional Related 
provisions and Definitions at end of s. 20. 
History: Para. 20(21)(b) amended by 1994, c. 7, Sch. VHI (1993, c. 
24), subsec. 9(5), applicable with respect to dispositions occurring 
after December 20, 1991. Para. 20(21)(b) formerly read: » 
(b) the portion of an amount that was received or became re- 
ceivable by the taxpayer at or before that time that can rea- 
sonably be considered to be in respect of an amount described 
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in paragraph (a) and that was not repaid by the taxpayer to the 
issuer of the debt obligation because of an adjustment in re- 
spect of interest received before that-time by the taxpayer, or 


Para. 20(21)(b) substituted by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 15(10), applicable to 1986 et seg. Para. 20(21)(b) formerly 
read: 


(b) the portion of an amount that was received or became re- 
ceivable by the taxpayer at or before that time as can reasona- 
bly be considered to be im respect of an amount described in 
paragraph (a), or 


Pre-RSC History: Subsec. 20(21) substituted by 1984, c. 1, sub- 
sec. 9(4), applicable to taxation years commencing after 1982. Sub- 
sec. 20(21) formerly read: 


(21) Debt obligation — Where a taxpayer-has in a particular 
taxation year disposed of an interest.in a debt obligation for 
consideration equal to its fair market value at the time of dis- 
position, there may be deducted in computing his income for 
the particular year the amount, if any, by which 


(a) the aggregate of all, amounts each of which is an 
amount that was included in,computing his income for 
the particular year or a preceding taxation year as interest 
on the obligation 


exceeds the aggregate, of all amounts each of which is, 


(b) the portion of an amount that was received or became 
receivable by him at or before that time as can reasonably 
be considered to be interest on the obligation, or 


-(c) an amount in respect of the obligation that was de- 
ductible by him by virtue of paragraph (14)(b) in comput- 
ing his income for the particular year or a preceding taxa- 
tion year. 


Subsec. 20(21) added by 1980-81-82-83, c. 140, subsec. 12(9), ap- 
plicable to 1982 et seq. 


Interpretation Bulletins: IT-396R: Interest income. 


(22) Deduction for negative reserves — In 
computing an insurer’s income for a taxation year, 
there may be deducted the amount included under 
paragraph 12(1)(e.1) in computing the insurer’s in- 
come for the preceding taxation year. 


Related Provisions: 87(2.2) — Amalgamation of insurance cor- 
porations; 88(1)(g)(G) — Windup of subsidiary insurance corpora- 
tion; 138(11.91)(d.1) — Computation of income for non-resident 
insurer. See additional Related provisions and Definitions at end of 
Ser 0)! 


History: Subsec. 20(22) added by 1997, c. 25, subsec. 5(3), appli- 
cable to 1996 et seq. 


(23) [Repealed under former Act] 


Pre-RSC History: Former subsec. 20(22), subsec. 20(23) repealed 
by 1990, c. 35, subsec. 4(3), applicable to 1991 et seg., with respect 
to contributions made to registered pension plans after 1990. Sub- 
secs. (22), (23) formerly read: 


(22) Limitation — Notwithstanding any other provision of 
this section, where one or more members of a related group 
of employers have contributed to one or more registered pen- 
sion plans with respect to a particular individual or deceased 
individual, the amount deductible with respect to that individ- 
ual in computing the income of a member for taxation years 
ending in a calendar year shall not exceed, 


(a) in the case of an amount deductible under paragraph 
(1)(q), the lesser of 


(i) the amount paid by the member with respect to 
the individual that would be deductible under that 
paragraph if this Act were read without reference to 
this subsection, and 
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(ii) $3,500 less the aggregate of all amounts each of 
which is an amount deducted in any such taxation 
year under that paragraph with respect to the individ- 
ual by any other member of the group; and 


(b) in the case of an amount deductible under paragraph 
(1)(s), the lesser of 


(i) the amount paid by the member with respect to 
the individual that would be deductible under that 
paragraph if this Act were read without reference to 
this subsection, and 


(ii) the member’s portion of the amount by which 


(A) such amount that would be approved by the 
Minister with respect to the individual for the 
purposes of paragraph (1)(s) if the individual 
were a member of a registered pension plan that 
provides the maximum benefits available under 
a registered pension plan and 


(J) the individual’s eligible service in respect 
of the registered pension plans of all mem- 
bers were eligible service in respect of such 
a plan, 

(I) all the remuneration received by the in- 
dividual in respect of eligible service under 
the registered pension plans of all members 
were his remuneration in respect of eligible 
service under such a plan, and 


(III) the benefits under such a plan in respect 
of the individual were funded or insured to 
the same extent that the aggregate of the in- 
dividual’s benefits under the registered pen- 
sion plans of all members are funded or 
insured, 


exceeds 


(B) the aggregate of all amounts each of which is 
an amount deducted with respect to the individ- 
ual by a member of the group under paragraph 
(1)(q) in computing the member’s income for a 
taxation year ending in the calendar year... 


(23) “Member's portion’ — ‘For the purposes of: subpara- 
graph (22)(b)(ii), a “member’s portion” of an amount shall be 
deemed to be such portion of the amount. as may reasonably 
be determined to be the member’s portion thereof having re- 
gard to the remuneration received by the individual from, and 
his eligible service with, the member. 


Subsec. 20(22) amended by 1990, c. 35,.s. 29, to substitute “pension 
plans” for “pension funds or plans” (in four places) and “plan” for 
“fund or plan”, applicable after 1985. 


Subsecs. 20(22), (23) added by 1980-81-82-83, c. 140, subsec. 
12(9), applicable to taxation years commencing after November 12, 
1981. 


(24) Amounts paid for undertaking future ob- 
ligations — Where an amount is included under 
paragraph 12(1)(a) in computing a taxpayer’s in- 
come for a taxation year in respect of an undertaking 
to which that paragraph applies and the taxpayer 
paid a reasonable amount in a particular taxation 
year to another person as consideration for the as- 
sumption by that other person of the taxpayer’s obli- 
gations in respect of the undertaking, if the taxpayer 
and the other person jointly so elect, 


(a) the payment may be deducted in computing 
the taxpayer’s income for the particular year and 
no amount is deductible under paragraph (1)(m) 
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or (m.1) in computing the taxpayer’s income for 
that or any subsequent taxation year in respect of 
the undertaking; and 


(b) where the amount was_received by the other 
person in the course of. business, it shall be 
deemed to be an amount described in paragraph 


12(1)(a). 


Related Provisions: 20(25) — Manner of election; 87(2)(j) — 
Amalgamations — special reserve. See additional Related. provi- 
sions and Definitions at end of s. 20. 


History: Subsec. 20(24) substituted by 1994, c. 7, Sch. VHT (1993, 
c. 24), subsec. 9(6), Sep eane to 1991 et seq: Subsec. 20(24) for- 
merly read: 


(24) Where a taxpayer has under paragraph 12(1)(a) included 
in computing the taxpayer’s income for a taxation year 
amounts in respect of services not rendered or goods not de- 
livered before the end of the year and the taxpayer has paid a ~ 
reasonable amount in a particular taxation year to another. tax-, 
payer for undertaking to provide those services or goods, if . 
the payer and the recipient have jointly so elected, the follow- . 
ing rules apply: te 


(a) the payer may deduct the payment in computing the 
payer’s income for the particular year and no. amount is 
deductible in respect of those services and goods under 
paragraph (1)(m) in computing the payer’s income fot 
that or any subsequent. taxation. year;.and: ot 
(b): for the purposes of paragraph 12(1)(a), the recipient 
shall: be deemed, to have received the payment: in the 
course of a business on. account of services not rendered 
or goods not delivered before the end of the taxation year 
in which the recipient received the payment. 


Pre-RSC History: Subsec. 20(24) added by 1985,.c. 45,, subsec. 
10(3), applicable to 1982 et seqg., except that an election made under 
the subsec. before January 28, 1986 shall be deemed to have been 
made before the day on or before which the élection is MES to 
be made by subsec. (25). 


Interpretation Bulletins: IT-154R: Special reserves; IT-321R: 
Insurance agents and brokers — unearned commissions. 


(25) Manner of election — An election under sub- 
section (24) shall be made by notifying the Minister 
in writing on or before the earlier of the days on or 
before which either the payer or the recipient is re- 
quired to file a return of income pursuant to section 
150 for the taxation year in which the payment to 
which the election relates was made. 


Related Provisions: See Related provisions and Definitions at 
end of s. 20. 


Pre-RSC History: Subsec. 20(25) added by 1985, c. 45, subsec. 
10(3), applicable to 1982 er seq. 


Interpretation Bulletins: IT-154R: Special esti éR 


(26) Transition deduction re unpaid claims 
reserve — An insurer may deduct, in computing its 
income for its taxation year that includes February 
23, 1994, such amount as the insurer claims not ex- 
ceeding the amount prescribed to be the 1 insurer’ S un- 
paid claims reserve adjustment. we 
Related Provisions: 12.3 — Net reserve inclusion; Doct aye 
Deduction, for policy reserves; 87(2)(g.1) —Amalgamation;: Reg. 
1400 — Deduction for policy reserves. See additional Related.pro- 
visions and Definitions at end.of.s. 20. 
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History: Subsec. 20(26) amended by 1995,.c. 3, subsec. 7(3), ap- 
plicable to taxation years that include February 23, 1994. Subsec. 
(26) formerly read: 


(26) Deduction re net reserve adjustment — In computing 
the income from a business of a taxpayer who is an insurer or 
whose business. includes the lending of money for the. tax- 
payer’s first, taxation year that commences after June .17, 
1987 and ends after 1987, there may be deducted an amount 
equal to the taxpayer’s prescribed amount of net reserve ad- 
justment or such lesser amount as the taxpayer may claim. 


Regulations: 8100 (unpaid claims reserve adjustment). 


(27) Loans, etc., acquired in ordinary course 
of business — For the purposes of computing a 
deduction under paragraph (1)(1), (1.1) or (p) from 
the income for a taxation year of a taxpayer who was 
an insurer or whose ordinary business included the 
lending of money, a loan or lending asset or an in- 
strument or commitment described in paragraph 
(1)(1.1) acquired from a person with whom the tax- 
payer did not deal at arm’s length for an amount 
equal to its fair market value shall be deemed to have 
been acquired by the taxpayer in the ordinary course 
of the taxpayer’s business of insurance or the lending 
of money where 


(a) the person from whom the loan or lending as- 
set or instrument or commitment was acquired 
carried on the business of insurance or the lend- 
ing of money; and 


_(b) the loan or lending asset was aKa or ac- 
quired or the instrument, or commitment was is- 
sued, made or assumed by the person.in the ordi- 
nary course of the person’s business of insurance 
or the lending of money. 


Related Provisions: Sce Related provisions and Definitions at 
end of:s. 20. 


Pre-RSC History: Subsecs. 20(26), (27) added by 1988, c. 55, 
subsec. 12(14), applicable to taxation years and fiscal periods com- 
mencing after June 17, 1987 that end after 1987. ' 


Interpretation Bulletins: IT-442R: Bad debts and reserves for 
doubtful debts. 


(27.1) Application of subsecs. 13(21) and 
138(12) — The definitions in subsections 13(21) 
and 138(12) apply to this section. 

Origin of subsec. 20(27.1): R.S.C. 1985, c. 1 (Sth Supp.) (for- 


merly contained in the opening words of subsecs. 13(21) and 
138(12)). 


(28) Deduction before available for use — In 
computing a taxpayer’s income from a business or 
property for a taxation year ending before the time a 
building or a part thereof acquired after 1989 by the 
taxpayer becomes available for use by the taxpayer, 
there may be deducted an amount not exceeding the 
amount by which the lesser of 


(a) the amount that would be deductible under 
paragraph (1)(a) for the year in respect of the 
building if subsection 13(26) did not apply, and 


(b) the taxpayer’s income for the year from rent- 
ing the building, computed without reference to 
this subsection and before deducting any amount 
in respect of the building under paragraph (1)(a) 
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exceeds 


(c) the amount deductible under paragraph (1)(a) 
for the year in respect of the building, computed 
without reference to this subsection, 


and any amount so deducted shall be deemed to be 
an amount deducted by the taxpayer under paragraph 
(1)(a) in computing the taxpayer’s income for the 
year. 

Related Provisions: 20(29) — Deduction before available. for 


use. See additional Related provisions and Definitions at end of s. 
20. 


History: Subsec. 20(28) added by 1994, c..7, Sch. II (1991, c. 49), 
subsec. 15(11), applicable to taxation years-ending after 1989. 


(29) idem — Where, because of subsection 18(3.1), 
a deduction would, but for this subsection, not be al- 
lowed to a taxpayer in respect of an outlay or ex- 
pense in respect of a building, or part thereof, and 
the outlay or expense would, but for that subsection 
and without reference to this subsection, be deducti- 
ble in computing the taxpayer’s income for a taxa- 
tion year, there may be deducted in respect of such 
outlays and expenses in computing the taxpayer’s in- 
come for the year an amount equal to the lesser of 


(a) the total of all such outlays or expenses, and 


(b) the taxpayer’s income for the year from rent- 
ing the building or the part thereof computed 
without reference to subsection (28) and this 
subsection. 

Related Provisions: 18(3.1)(a) — Costs relating to construction 


of building or ownership of land. See additional Related provisions 
and Definitions at end of s. 20. 


History: Subsec. 20(29) added by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 15(11), applicable in respect of outlays and expenses made 
or incurred after 1989. 


(30) Specified reserve adjustment — For the 
purpose of the description of N in subclause 
(1)()Gi)(D)(ID, the specified reserve adjustment for 
a loan of a taxpayer for a taxation year is the amount 
determined by the formula 


0.1(A x B x C/365) 
where 


A. is the carrying amount of the impaired loan that is 
used or would be used in determining the interest 
income on the loan for the year in accordance 
with generally accepted accounting principles; 


B_ is the effective interest rate on the loan for the 
year determined in accordance with generally ac- 
cepted accounting principles; and 


C is the number of days in the year on which the 
loan is impaired. 


Related Provisions: See Related provisions and Definitions at 
end of s. 20. 


History: Subsec. 20(30) added by 1998, c. 19, subsec. 81(8), appli- 
cable 


(a) to taxation years that end after September 1997; and 


(b) to a taxpayer’s taxation years that end after 1995 and before 
October 1997 where the taxpayer elects in writing to have the 
amendment to para. 20(1)(1) (made by 1998, c. 19, subsec. 
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81(4)) apply to the year and files the election with the Minister 
- of National Revenue before October 1998. 


Related Provisions [s. 20]: 18 — Limitations on deductions; 
67 — Expenses must be reasonable; 67.1 — Limitation on expenses 


for passenger vehicle; 67.3 — Limitation re motor vehicle ex- 
penses; 70(13)— Capital cost of depreciable property on death; 
78 — Unpaid amounts; 80(9)(c) — Reduction of capital cost on 
debt forgiveness ignored for purposes of s. 20; 104(5) — Deemed 
disposition by a trust; 107.2 — Distribution by a retirement com- 
pensation arrangement; 132.2(1)(d) — Deemed capital cost of de- 
preciable property following mutual fund reorganization; 
138(11.5)(k) — Transfer of business by non-resident insurer; 
138(11.8) — Rules. on transfer’ of depreciable property; 
138(11.91)(f) — Computation of income of non-resident insurer; 
209 — “carved-out income’ (a). 


Definitions [s. 20]: “adjusted cost base” — 54, 248(1); “allowa- 
ble capital loss” — 38(b), 248(1); “amortized cost”, “amount” — 
248(1); “amount payable” — (in respect of a policy loan) 20(27.1), 
138(12); “anniversary day” — 12.2(11), 20(1.2); * 
248(1); “arm’s length” —251(1); “assistance” — 79(4), 125.4(5), 
248(16), (18); “available for use” — 13(27)-(31), 248(19); “bor- 
rowed money” — 20(2), 248(1); “business” — 248(1); “calendar 
year” — Interpretation Act 37(1)(a); “Canada” — 255; “Canadian 
oil and gas property expense” — 66.4(5), 248(1); “Canadian part- 
nership” —102(1), 248(1); “capital cost” — 13(7)-(7.4), 70(12), 
128.1(1)(c), 128.1(4)(c), 132.2(1)(d); “capital property” — 54, 
248(1); “ bi ; “corporation” — 248(1), Inter- 
pretation Act 35(1); “cumulative eligible capital” — 14(5), 248(1); 
“deferred amount” — 248(1); “deferred profit sharing plan” — 
147(1), 248(1); “depreciable property” — 13(21), 248(1); “disposi- 
tion” — 13(21), 20(27.1); “dividend” — 248(1); “eligible capital 
property” — 54, 248(1); “employee” — 248(1); “employees profit 
sharing plan” — 144(1), 248(1); “employer”, “exempt income” — 
248(1); “fiscal period” — 249(2), 249.1; “foreign affiliate” — 
95(1), 248(1); “goods and services tax” ; “income” — 
from business or property 9(1), (3); “income-averaging annuity con- 
tract”, “income bond”, “income debenture”, “individual”, “insur- 
ance corporation”, “insurer” — 248(1);. “interest in real prop- 
erty” — 248(4); “interest” — in respect of a policy loan 20(27.1), 
138(12); “interest”; — paid 20(2.1); “inventory”, “lending asset’, 
“life insurance business” — 248(1); “life insurance policy” — 
20(2.2), 138(12), 248(1); “mineral resource”, “mining reclamation 
trust’, peers “motor vehicle” — 248(1); “net cost of pure in- 
surance” — 148(9)“adjusted cost basis”L(a), Reg. 308; “net income 
stabilization account”, “non-resident”, “oil or gas well” — 248(1); 
“passenger vehicle”, Mk — 248(1); “policy loan” — 138(12); 
“prescribed”, “principal amount” — 248(1); “proceeds of disposi- 
tion” — 13(21); 20(27.1); “property” — 248(1); “province” — In- 
terpretation Act 35(1); eeunlatying environmental trust’, “regis- 
tered pension plan” — 248(1); “registered retirement savings 
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plan” — 146(1), 248(1); ofseistaied supplementary unemployment 
; “regulation” — 248(1); “resi- 
dent” — 250; “restricted finahial inBLition “retirement compen- 
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sang cola pve salary deferral arrangement” — 248(1); 

; “share”, “shareholder” — 248(1); 
“small iieinets bond” — 15.2(3), 248(1); “small business, develop- 
ment bond” — 15.1(3), 248(1); “specified percentage” — 20(2.4); 
“specified reserve adjustment” — 20(30); “subsidiary controlled 
corporation”, “superannuation or pension benefit” — 248(1); “taxa- 
ble Canadian corporation” — 89(1), 248(1); “taxable income” — 
2(2), 248(1); “taxation year” — 11(2), 20(16.2), (16.3), 249; “tax- 
payer” — 248(1); “testamentary trust” — 108(1), 248(1); “timber 
resource property” — 13(21), 248(1); “Treasury Board” — 248(1); 
“trust” — 104(1), 248(1, (3); “unit trust” — 108(2); 248(1); “‘writ- 
ing” — Interpretation Act 35(1); “year? — 11(2), 20(16.2),; (16.3). 


I.T. Application Rules [s. 20]: 20(3)(b), 20(5)(b). 
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20.1 (1) Borrowed money used to. earn 
income from property — Where 


(a) at any time after 1993-borrowed money ceases 
to be used by a taxpayer for the purpose of earn- 
ing income from a capital property (other than 
real property or depreciable property), and 


(b) the amount of the borrowed money that was 
so used by the taxpayer immediately before that 
time exceeds the total of 


(i) where the taxpayer disposed of the prop- 
erty at that time for an amount of considera- 
tion that is not less than the fair market value 
of the property at that time, the amount of the 
borrowed money used to acquire. the 
consideration, i 


(ii) where the taxpayer disposed of the prop- 


erty at that time and subparagraph (i) does not 
apply, the amount of the borrowed money 
that, if the taxpayer had received as considera- 
tion an amount of money equal to the amount 
by which the fair market value of the property 
at that time exceeds the amount included in 
the total by reason of subparagraph (iii), 


would be considered to be used to acquire the 


consideration, 


(iii) where the taxpayer disposed of the prop- 
erty at that time for consideration that in- 

cludes a reduction in the amount of the bor- 

rowed money, the amount of an reduction, 
and 


(iv) where the taxpayer did not dispose of the 
property at that time, the amount of the bor- 
rowed money that, if the taxpayer had dis- 
posed of the property at that time and received 
as consideration an amount of money equal to 
the fair market value of the property at that 
time, would be considered to be used to ac- 
quire the consideration, 


an amount of the borrowed money equal to the ex- 
cess shall, to the extent that the amount is outstand- 
ing after that time, be deemed to be used by the tax- 
payer for the purpose of earning income from the 
property. 


(2) Borrowed money used to earn income 
from business — Where at any particular time af- 
ter 1993 a taxpayer ceases to carry on a business 
and, as a consequence, borrowed money ceases to be 
used by the taxpayer for the purpose of earning in- 
come from the business, the following rules apply: 


(a) where, at any time (in this paragraph referred 
to as the “‘time of disposition’) at or after the par- 
ticular time, the taxpayer disposes of property 
that was last used by the taxpayer in the business, 
an. amount of the borrowed money equal to. the 
lesser of 


(i) the fair market value of the property at the 
time of disposition, and 
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(ii) the amount of the borrowed money out- 
standing at the time of disposition that is not 
deemed by this paragraph to have been used 
before the time of disposition to acquire any 
other property 


shall be deemed to have been used by the: tax- 
payer immediately before the time of disposition 
to acquire the property; 


(b) subject to paragraph (a), the borrowed money 
shall, after the particular time, be deemed not to 
have been used to acquire property ais was used 
by the taxpayer in the business; 


(c) the portion of the borrowed money outstand- 
ing at any time after the particular time that is not 
deemed by paragraph (a) to have been used 
before that subsequent time to acquire property 
shall be deemed to be used by the taxpayer at that 
subsequent time for the purpose of earne in- 
come from the business; and 


(d) the business shall be deemed to have fiscal 
periods after the particular time that coincide 
with the taxation years of the taxpayer, except 
that the first such fiscal period shall be deemed to 
begin at the end of the business’s last fiscal pe- 
riod that began before the particular time. 


Related Provisions: 20.1(3) — Deemed dispositions — rules. 


(3) Deemed dispositions — For the purpose of 

paragraph (2)(a), 
(a) where a property was used by a taxpayer in a 
business that the taxpayer has ceased to carry on, 
the taxpayer shall be deemed to dispose of the 
property at the time at which the taxpayer begins 
to use the property in another business or for any 
other purpose; 


(b) where a taxpayer, who has at any time ceased 
to carry on a business, regularly used a property 
in part in the business and in part for some other 
purpose, | 
(i) the taxpayer shall be deemed to have dis- 
- posed of the property at that time, and 


(ii) the fair market value of the property at 
that time shall be deemed to equal the propor- 
tion of the fair market value of the property at 
that time that the use regularly made of the 
property in the business was of the whole use 
regularly made of the property; and 


(c) where the taxpayer is a trust, subsections 
104(4) to (5.2) do not apply. 


(4) Amount payable for Bropertyesow here: an 
amount is payable by a taxpayer for property, the 
amount shall be deemed, for the purposes of this sec- 
tion and, where subsection (2) applies with respect to 
the amount, for the purposes of this Act, to be paya- 
ble in respect of borrowed money used by the tax- 
payer to acquire the property. 


(5) Interest in partnership — For the purposes of 
this section, where borrowed money that has been 


S. 20.10) (d)(D 


used to acquire an interest in a partnership is, as a 
consequence, considered to be used at any time for 
the purpose of earning income from a business or 
property of the partnership, the borrowed money 
shall be deemed to be used at that time for the pur- 
pose of earning income from property that is the in- 
terest in the partnership and not to be used for the 
purpose of earning income from the business or 
property of the partnership. 


(6) Refinancings — Where at any time a taxpayer 
uses borrowed money to repay money previously 
borrowed that was deemed by paragraph (2)(c) im- 
mediately before that time to be used for the HEnpON 
of earning income from a business, 
(a) paragraphs (2)(a) to (c) apply with respect to 
the borrowed money; and 
(b) subsection 20(3) does not apply with respect 
to the borrowed money. 
Related Provisions [s. 20.1]: 20(3) — Use of borrowed money; 
87(2)g.6) — Amalgamations — continuing corporation. 


History [s. 20.1]: S. 20.1 enacted by 1994, c. 21, s. 13, applicable 
after 1993. 


Definitions [s. 20.1]: “amount”, “borrowed money”, “busi- 
ness” — 248(1); “capital property” — 54, 248(1); “depreciable 
property” — 13(21), 248(1); “fiscal period” — 249.1; “property”, 


“taxpayer” — 248(1); 


“time of disposition” — 20.1(2)(a). 
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21. (1) Cost of borrowed money — Where in a 
taxation year a taxpayer has acquired depreciable 


property, if the taxpayer elects under this subsection 


in the taxpayer’s return of income under this Part for 
the year, 


(a) in computing the taxpayer’s income for the 
year and for such of the 3 immediately preceding 
taxation years as the taxpayer had, paragraphs 
20(1)(c), (d), (e) and (e.1) do not apply to the 
amount or to the part of the amount specified in 
the taxpayer’s election that, but for an election 
under this subsection in respect thereof, would be 
deductible in computing the taxpayer’s income 


(other than exempt income) for any such year in - 


respect of borrowed money used to acquire the 


Income Tax Act, Part I, Div. B 


depreciable property or the amount payable for 
the depreciable property; and _ 


(b) the amount or the part of the amount, as the 
case may be, described in paragraph (a) shall be 
added to the capital cost to the taxpayer of the 
depreciable property so acquired by the taxpayer. 


Related Provisions: 13(10)— Deemed capital cost of certain 
property; 13(21) — Definitions; 20(3) — Life insurance policy; 
21(5) — Reassessments; 80(2)(b) — Application of debt forgive- 
ness rules; 96(3)— Election by members of partnership; 
127(11.5)(b)G) — Ignore s. 21 for purposes of ITC qualified ex- 
penditures; 220(3.2), Reg. 600(a) — Late filing of election or 
revocation. 


History: Para. 21(1)(a) substituted by 1994, c. 7, Sch. IL (1991, Be 
49), subsec. 16(1), applicable after 1987. Para. 21(1)(a) formerly 
read: 


(a) in computing the taxpayer’s income for the year and for 
such of the 3 immediately preceding taxation years as the tax- 
payer had, paragraphs 20(1)(c), (d) and (e) do not apply to the 
amount or to the part of the amount specified by the taxpayer 
in the election that, but for an election under this subsection 
in respect thereof, would have been deductible in computing 
the taxpayer’s income (other than exempt income) for any 
such year in respect of borrowed money used to acquire the 
depreciable property or the amount payable for the deprecia- 
ble property acquired by the taxpayer; and 


Pre-RSC History: Para. 21(1)(a) substituted by 1985, c. 45, sub- 
sec. 11(1), applicable to taxation years commencing after 1984. ~ 
Para. 21(1)(a) formerly read: : - 


(a) in computing his income for the year and for such of the 3 
immediately preceding taxation years as the taxpayer had, if 
any, paragraphs 20(1)(c), (d) and (e) do not. apply to the 
amount or to the part of the amount specified by him in his 
election that, but for this subsection or subsection 18(3.1), 
would have been deductible in computing his income (other 
than exempt income) for the year and for those immediately 
preceding years, if any, by virtue of those paragraphs in re- 
spect of borrowed money used to acquire the depreciable 
property or the amount payable for the depreciable property 
acquired by him; and 
Para. 21(1)(a) substituted by 1980-81-82-83, c. 140, subsec. 13(1), 


applicable with respect to any outlay or expense made or incurred 
after 1981, to add “or subsection 18(3.1)”. 


All that portion of subsec. 21(1) preceding para. (a) substituted by 
1980-81-82-83, c. 48, subsec. 11(1), applicable to taxation years 
ending after December 11, 1979. That portion formerly read: 


21. (1) Where in a taxation year a taxpayer has.acquired prop- 
erty in respect of which he is entitled to a deduction under 
regulations made under paragraph 20(1)(a) in computing his 
income for that taxation year (in this section referred to as 
“depreciable property”), if he so elects in prescribed manner 
on or before the day on or before which he is required by 
section 150 to file his return of income for the year, 


Interpretation Bulletins: See list at end of s. 21. 


Information Circulars: 92-1: Guidelines for accepting late, 
amended or revoked elections. 


Advance Tax Ruling: ATR-1: Transfer of legal title in land to 
bare trustee corporation — mortgagee’s requirements sole reason 
for transfer. 


(2) Borrowed money used for exploration or 
development — Where in a’ taxation year a tax- 
payer has used borrowed money for the purpose of 
exploration, development or the acquisition of prop- 
erty and the expenses incurred by the taxpayer in re- 
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spect thereof are Canadian exploration and develop- 
ment expenses, foreign exploration and development 
expenses, Canadian exploration expenses, Canadian 
development expenses or Canadian oil and gas prop- 
erty expenses, as the case may be, if the, taxpayer 
elects under this subsection in the taxpayer’s return 
of income under this Part for the year, 


(a) in computing the taxpayer’s income for the 
year and for such of the 3 immediately preceding 
taxation years as the taxpayer had, paragraphs 
20(1)(c), (d), (e) and (e.1) do not apply to the 
amount or to the part of the amount specified in 


have been deductible in computing his income (other 
than exempt income) for the year and for those immedi- 
ately. preceding years, if any, by. virtue of those 
paragraphs in respect of the borrowed money used for the 
exploration, development or acquisition of property, as 
the case may be; and 


(b) the amount or the part of the amount, as the case may 
be, described in paragraph (a) shall be deemed to be Ca- 
nadian exploration and development expenses, foreign 
exploration and development expenses, Canadian explo- 
ration expense, Canadian development expense or Cana- 
dian oil and gas property expense as defined in section 
66, 66.1, 66.2 or 66.4, as the case may be, incurred by 
him in the year. 


the taxpayer s election that, but for an election That portion of subsec. 21(2) preceding para. (a) and para. 21(2)(b) 
under this subsection in respect thereof, would be | substituted by 1980-81-82-83, c. 48, subsecs. 11(2), (3), applicable 


deductible in computing the taxpayer’s income | to taxation years ending after December 11, 1979. That portion and 
(other than exempt income) for any such year in | pata. 21(2)(b) formerly read: 


respect of the borrowed money used for the ex- 
ploration, development or acquisition of property, 
as the case may be; and ~ | 


(b) the amount or the part of the amount, as the 
case may be, described in paragraph (a) shall be 
deemed to be Canadian exploration and develop- 
ment expenses, foreign exploration and develop- 
ment expenses, Canadian exploration expenses, 
Canadian development expenses or Canadian oil 
and gas property expenses, as the case may be, 
- incurred by the taxpayer in the year. | 
Related Provisions: 13(10) — Deemed capital cost of property; 
13(21) — Definitions; 21(5) — Reassessments; 66(18) — Expenses 
incurred by partnerships; 80(2)(b) — Application of debt forgive- 
ness rules; 96(3) — Election by members of partnership; 220(3.2), 
Reg. 600(a) — Late filing of election or revocation. 


History: Para. 21(2)(a) substituted by 1994, c. 7, Sch. II (1991, c. 


(2) Where in a taxation year a taxpayer has used borrowed 
money for the purpose of exploration, development or the ac- 
quisition of property and the expenses.incurred by, him in re- 
spect of the exploration, development or acquisition of prop- 
erty are. Canadian exploration and development expenses, 
foreign exploration and development expenses, Canadian ex- 


. ploration expense or Canadian, development ‘expense as. de- 


fined in section 66, 66.1 or 66.2, as the case may be, if he so 
elects in prescribed manner on or before the day on or before 
which he is required by section 150 to file his return of in- 
come for the year, the amount or the part of 


(b). the amount, as. the case may be, described in para- 
graph (a) shall be deemed to be Canadian exploration and 
development expenses, foreign exploration and develop- 
ment expense, Canadian exploration expense or Canadian 
development expense as defined in section 66, 66.1 or 
66.2, as the case may be, incurred by him in the year. 


All that portion of subsec, 21(2) preceding para. (b) substituted by 
1976-77, c. 4, subsec. 6(1), applicable in respect of taxation years 


49), subsec. 16(2), applicable after 1987. Para. 21(2)(a) formerly | ending after May 6, 1974. That portion formerly read: 


read: ° 


(a) in computing the taxpayer’s income for the year and for 
such of the 3 immediately preceding taxation years as the tax- 
/payer had, paragraphs 20(1)(c), (d) and (e) do not apply to the 
amount or to the part of the amount specified by the taxpayer 
in the election that, but for an election under this subsection 
in respect thereof, would have been deductible in computing 
the taxpayer’s income (other than exempt income) for ‘any 
such year in respect of the borrowed money used ‘for the ex- 
ploration, development or acquisition of property, as the case 
may be; and 


Pre-RSC History: Subsec. 21(2) substituted by 1985, c. 45, sub- 
sec. 11(2), applicable to taxation years commencing after 1984. 
Subsec. 21(2) formerly read: 


(2) Borrowed money used for exploration or develop- 
ment — Where in a taxation year a taxpayer has used bor- 
rowed money for the purpose of exploration, development or 
the acquisition of property and the expenses incurred by him 
in respect thereof are Canadian exploration and development 
expenses, foreign-exploration and development expenses, Ca- 


(2) Where in a taxation year a taxpayer has used borrowed 
money for the purpose of exploration or development or the 


- acquisition of property and the expenses incurred by him in 


respect of the exploration or development or the acquisition 
of property are foreign exploration and development ex- 
penses, Canadian exploration expense or Canadian develop- 
ment expense as defined in section 66, 66.1 or 66.2, as the 
case may be, if he so elects in prescribed manner on or before 
the day on or before which he is required by section 150 to 
file his return of income for the year 


(a) in computing his income for the year and for such of 
the 3 immediately preceding taxation years as the tax- 
payer had, if any, paragraphs 20(1)(c), (d) and (e) do not 
apply to the amount or to the part of the amount specified 
by him in his election that, but for.this subsection, would 
have been deductible in computing his income (other 
than exempt income) for the year and for those immedi- 
ately preceding years, if any, by virtue of those 
paragraphs in respect of the borrowed money used for the 
exploration or development, as the case may be; and 


nadian exploration expense, Canadian development. expense _Subsec. 21(2) substituted by 1974-75-76, c. 26, s. 9, applicable after 
or Canadian oil and gas property expense as defined in sec- May 6, 1974. Subsec. 21(2) formerly read: 


tion 66, 66.1, 66.2 or 66.4, as the case may be, if he elects 
under this subsection in his return of income under this Part 
for the year, 


(a) in computing his income for the year and for such of 
the 3 immediately preceding taxation years as the tax- 
payer had, if any, paragraphs 20(1)(c), (d) and (e) do not 
apply to the amount or to the part of the amount specified 
by him in his election that, but for this subsection, would 
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(2) Borrowed money used for exploration or develop- 
ment — Where in a taxation year a taxpayer has used bor- 
rowed money for the purpose of exploration, development or 
the acquisition of property and the expenses incurred by him 
in respect thereof are Canadian exploration and development 
expenses, foreign exploration and development expenses, Ca- 
nadian exploration expenses, Canadian development ex- 
penses or Canadian oil and gas property expenses, as the case 


S. 21(2) 


may be, if he elects under this subsection in his return of in- 
come under this Part for the year, 


(a) in computing the taxpayer’s income for the year and 
for such of the 3 immediately preceding ‘taxation years as 
the taxpayer had, paragraphs 20(1)(c), (d), (e) and (e.1) 
do not apply to the amount or to the part of the amount 
specified in the taxpayer’s election that, but for an elec- 
tion under this subsection in respect thereof, would have 
been deductible in computing the taxpayer’s income 
(other than exempt income) for any. such year in respect 
of the borrowed money used for the exploration, develop- 
ment or acquisition of property, as the case may be; and 


(b) the amount or the part of the amount, as the case may 
be, described in paragraph (a) shall be deemed to be Ca- 
nadian exploration and development expenses, foreign 
exploration and development expenses, Canadian explo- 
ration expenses, Canadian development expenses or Ca- 
nadian oil and gas property expenses, as the case may be, 
incurred by him in the year. 


Interpretation Bulletins: See list at end of s. 21. 


Information Circulars: 92-1: 
amended or revoked elections. 


Guidelines for accepting late, 


(3) Borrowing for depreciable property — In 


computing the income of a taxpayer for a particular 
taxation year, where the taxpayer _ 


(a) in-any preceding taxation year 


(i) made an election under subsection (1) in 
respect of borrowed money used to acquire 
depreciable property or an amount payable for 
depreciable property acquired by the taxpayer, 
or 


(ii) was, by virtue of subsection 18(3.1), re- 
quired to include an amount in respect of the 
construction of a depreciable property in com- 
puting the capital cost to the taxpayer of the 
depreciable property, and 


(b) in each taxation year, if any, after that preced- 
ing taxation year and before the particular year, 
made an election under this subsection covering 
the total amount that, but for an election under 
this subsection in respect thereof, would have 


been deductible in computing the taxpayer’s in-. 


come (other than exempt income) for each such 
year in respect of the borrowed money used to 
acquire the depreciable property or the amount 
payable for the depreciable property acquired by 
the taxpayer, 


if an election under this subsection is made in the 
taxpayer’s return of income under this Part for the 
particular year, paragraphs 20(1)(c), (d), (e) and (e.1) 
do not apply to the amount or to the part of the 
amount specified in the election that, but for an elec- 
tion under this subsection in respect thereof, would 
be deductible in computing the taxpayer’s income 
(other than exempt income) for the particular year in 
respect of the borrowed money used to acquire the 
depreciable property or the amount payable for the 
depreciable property acquired by the taxpayer, and 
the amount or part of the amount, as the case may 
be, shall be added to the capital cost to the taxpayer 
of the depreciable property. 
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Related Provisions: 96(3) — Election by members of partner- 
ship; 127(11.5)(b)(i) — Ignore s. 21 for purposes of ITC qualified 
expenditures; 220(3.2), Reg. 600(a) — Late filing of election or 
revocation. 


History: That portion of subsec. 21(3) following para. (b) substi- 
tuted by 1994, c. 7, Sch. II (1991, c. 49), subsec. 16(3), ge thaes 
after 1987. That portion formerly read: 


if the taxpayer elects under this subsection in the Seder! S 
return of income under this Part for the particular year, 
paragraphs 20(1)(c), (d) and (e) do not apply to the amount or 
to the part of the amount specified by the taxpayer in the elec- 
tion that, but for an election under this subsection in respect 
thereof, would have been deductible in computing the tax- 
payer’s income (other than exempt income) for the particular 
year in respect of the borrowed money used to acquire the 
depreciable property or the amount payable for the deprecia- 
ble property acquired by the taxpayer, and the'said amount or 
part of the amount, as the case may be, shall be added to the 
capital cost to the taxpayer of the depreciable property SO ac- 
quired [by the taxpayer]. 


Pre-RSC History: Subsec. 21(3) substituted by 1985, c. 45, sub- 
sec. 11(2), applicable to taxation years pitta cae § oe 1984. 
Subsec. 21(3) formerly read: 


(3) Idem — In computing the income of a faxpayet for a tax- 
ation year, where the taxpayer 


(a) in any preceding year made an election under subsec- 

tion (1) in respect.of borrowed money used to acquire de- 

preciable property or an amount payable for depreciable 
_ property acquired by him, and 


(b) in each taxation year, if any, after that ie LAG year 
and before the taxation year, made an election under this 
subsection covering the total amount that, but for this 
subsection or subsection 18(3.1), would have been de- 
ductible in computing his income (other than exempt in- 
come) for each such year by virtue of paragraphs | 
20(1)(c), (d) and (e) in respect of the borrowed money 
used to acquire the depreciable property or the amount 
payable for the depreciable property acquired: by him, 


if he elects under this subsection in his return of income 
under this Part for the year, paragraphs 20(1)(c), (d):and (e) 
do not apply to the amount or to the part of the amount speci- 
fied by him in his election that, but for this subsection or sub- 
section 18(3.1),; would have been deductible in computing his 
income (other than exempt income) for the year by virtue of 
any of those paragraphs in respect of the borrowed money 
‘used to acquire the depreciable property or the amount paya- 
ble for the depreciable property acquired by him, and the said 
amount or part of the amount, as the case’ may be, shall be 
added to the capital cost to him of the CEPR property so 
acquired by him. 


Subsec. 21(3) substituted i 1980-8 1-82-83, c. 140, subsee! 302), 
applicable with respect to any outlay or expense made or incurred 
after 1981. 


All that portion of subsec. 21(3) following para. (b) substituted by 
1980-81-82-83, c. 48, subsec. 11(4), applicable to taxation years 
ending after December 11, 1979. That portion formerly read: 


if he so elects in prescribed manner on or before the day on or 
before which he is required by section 150 to file his return of 
income for the year, paragraphs 20(1)(c), (d) and (e) do not 
apply to the amount or to the part of the amount specified by 
him in his election that, but for this subsection, would have 
been deductible in computing his income (other than exempt 
income) for the year by virtue of those paragraphs in respect 
of the borrowed money used to acquire the depreciable prop- 
erty or the amount payable for the depreciable property ac- 
quired by him, and the said amount or part of the amount, as 
the case may be, shall be added to the capital cost to him of 
the depreciable property as acquired by him. 
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Interpretation Bulletins: See list at-end of s. 21. 


(4) Borrowing for exploration, etc. — In com- 
puting the income of a taxpayer for a particular taxa- 
tion year, where the taxpayer 


(a) in any preceding taxation year made an elec- 
tion under subsection (2) in respect of borrowed 
money used for the purpose of exploration, devel- 
opment or acquisition of property, and 


(b) 1 in each taxation year, if any, after that preced- 
ing taxation year and before the particular year, 
made an election under this subsection covering 
the total amount that, but for an election under 
this subsection in. respect thereof, would: have 
been deductible in computing the. taxpayer’s in- 
come (other than exempt income) for each such 
year in respect. of the borrowed money used for 
the exploration, development or acquisition: of 
property,.as the case may. be, 


if an election under this subsection is’ made in ‘the 
taxpayer’s return of income under this Part for the 
particular year, paragraphs 20(1)(c), (d), (e) and (e.1) 
do not apply to the amount or to. the. part of the 
amount specified in the election that, but for an elec- 
tion under this subsection in respect thereof, would 
be deductible in computing the taxpayer’s income 
(other than exempt income) for the particular year in 
respect of the borrowed money used for the explora- 
tion, development or acquisition of property, and the 
amount or part of the amount, as the case may. be, 
shall be deemed to be Canadian exploration and de- 
velopment expenses, foreign exploration and. devel- 
opment expenses, Canadian exploration expenses, 
Canadian development expenses or Canadian oil and 
gas property expenses, as the case may be, incurred 
by the taxpayer in the particular year. 


Related Provisions: 96(3) — Election by members: of partner- 
ship; 220(3.2), Reg. 600(a) — Late filing of election or revocation. 


History: That portion of subsec. 21(4) following para. (b)»substi- 
tuted by 1994, c. 7, Sch. Il (1991, c. 49), subsec. 16(4), applicable 
after 1987. That portion formerly read: 


if the taxpayer elects under this subsection. in aw taxpayer's 
return of income under this Part for the particular year, 
paragraphs 20(1)(c), (d) and (e) do not apply to the amount or 
to the part of the amount specified by the taxpayer in the elec- 
tion that, but for an election under this subsection in respect 
thereof would have been deductible in computing the tax- 
payer’s income (other than exempt income) for the particular 
year in respect of the borrowed money used for the explora- 
tion, development or acquisition of property, and the’ said 
amount or part of the amount, asthe case may be, shall be 
deemed to be Canadian exploration and development ex- 
penses, foreign exploration and development expenses, Cana- 
dian exploration expenses, Canadian development expenses 
or Canadian oil and. gas property expenses, as the case may 
be, incurred by the taxpayer in the particular year. 


Pre-RSC History: Subsec. 21(4) substituted by 1985, c. 45, sub- 
sec. 11(2), applicable to taxation years commencing after 1984. 
Subsec. 21(4) formerly read: 
(4) Idem — In computing the income of a taxpayer for a tax- 
ation year, where the taxpayer 


(a) in any preceding year made an election under subsec- 
tion (2) in respect of borrowed money used for the pur- 


8. 21(5) 


pose of exploration, development or acquisition of prop- 
erty, and . 


(b) in each taxation year, if any, after that preceding year 

_ and before the taxation year, made an election under this 
subsection covering the total amount that, but for, this 

_ subsection, would have beén deductible in computing his 
income (other than exempt income) for each such year by 
virtue of paragraphs 20(1)(c), (d) and (e) in respect of the 
borrowed money used for the exploration, Svea 
or acquisition of property, 


if he elects. under this subsection in his return of income 
under this Part for the year, paragraphs 20(1)(c), (d) and (e) 
do not apply to the amount orto the part of the amount speci- 
fied by him in his election that, but for this subsection, would 
have been deductible in computing his income (other than ex- 
empt income) for the year by virtue of any of those 
paragraphs in respect of the borrowed money used for the ex- 
ploration, development or acquisition of property, and the 
said amount or part of the amount, as the case may be, shall 

‘be deemed to’ be Canadian exploration and development. ex- 
penses, foreign exploration and development expenses, Cana- 
dian exploration éxpense, Canadian development expense or 
Canadian oil and gas property expense as defined in section 
66, 66.1, 66.2 or 66.4, as the case may be, incurred by him in 
the year. 


All that portion of subsec. 21(4) ‘following pata. (b) substituted by 
1980-81-82-83, c. 48, subsec. 11(5), applicable to taxation years 
ending after December ,11, 1979,.to substitute, “if he elects under 
this subsection in his retutn of income under this Part” for “if he so 
elects:in prescribed manner on or before the day on or before which 
he is' required by section 150 to-file his return ‘of income”, and'“Ca- 
nadian development expense or Canadian: oil and) gas property’ ex- 
pense” for “or Canadian development expense”, and to. add_refer- 
ence to section 66.4. - 


Subsec. 21(4) substituted by 1976-77, c. 4, subsec. 6(2), applicable 
in respect of taxation, years ending after May 6, 1974. Subsec. 21(4) 
formerly read: 


(4) In computing the income of a taxpayer for a taxation year, 
where the taxpayer 


(a) in any. preceding year made an diction under. subsec- 
tion (2) in respect of: borrowed money used: for the pur- 
pose of exploration, prospecting or development, and _ 


_(b) in each taxation year, if-any, after that preceding year 
and before the taxation year, made an’ election under this 
subsection covering the total amount’ that, bat for! this 
subsection, would;have: been deductible in computing his 
income (other than exempt income) for each year by. vir- 
tue of paragraphs, 20(1)(c), (d) and (e) in respect of the 
borrowed money | used for the exploration, prospecting 
and development, ’ 


if he so elects in prescribed manner on or before the day on or 
before which he is required by section 150 to file his return of 
income for the: year, paragraphs 20(1)(c), (d) and (e) do not 
apply to. the amount or to the part of the amount specified by 
him in his election that, but for this subsection, would have 
been deductible in computing his income (other than exempt 
income) for the year by virtue of those paragraphs in respect 
of the borrowed money used for the exploration, prospecting 
and.development, and the said amount or part of the, amount, 
as the case may be, shall: be deemed tobe exploration, pros- 
pecting and development expenses incurred by him in the 
year. 


Interpretation Bulletins: See list at end of s. a1. 


(5) Reassessments — Notwithstanding any other 
provision of this-Act, where a taxpayer has made an 
election in accordance with the provisions of subsec- 
tion (1) or (2), such reassessments of tax, interest or 
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penalties shall be made as are necessary to give ef- 
fect thereto. 

Selected Cases [s. 21]: Alberta Wheat Pool and Saskatchewan 
Wheat Pool y. Canada, [1997] 1 C.T.C. 2627 (TCC) (Only interest 
capitalized pursuant to section 21 can be included in capital cost of 
property); Lornex Mining Corp. Ltd. v. Canada, [1996] 3 C.T.C. 
309 (FCTD) (“Exempt income” includes income exempt under sec- 
tion 28 of ITAR, 1971). 

Definitions [s. 21]: “amount”, “borrowed money” — 248(1); 
“Canadian exploration expense” — 66.1(6), 248(1); “Canadian ex- 
ploration and development expenses” — 66(15), 248(1); “Canadian 
development expense” — 66.2(5), 248(1); “Canadian oil and gas 
property expense” — 66.4(5), 248(1); “depreciable property” — 
13(21), 248(1); “exempt income” — 248(1); “foreign exploration 
and development expenses” — 66(15), 248(1); “prescribed”, “prop- 
erty”, “regulation” — 248(1); “taxation year” — 11(2), 249; “tax- 
payer” — 248(1). 

Interpretation Bulletins [s. 21]: IT-109R2: Unpaid amounts; IT- 
121R3: Election to capitalize cost of borrowed money; IT-142R3: 
Settlement of debts on the winding-up of a corporation; IT-341R3: 
Expenses of issuing or selling shares, units in a trust, interests in a 
partnership or syndicate, and expenses of borrowing money; IT- 
360R2: Interest payable in a foreign currency. 


Ceasing to Carry on Business 


22. (1) Sale of accounts receivable — Where a 
person who has been carrying on a business has, in a 
taxation year, sold all or substantially all the prop- 
erty used in carrying on the business, including the 
debts that have been or will be included in comput- 
ing the person’s income for that year or a previous 
year and that are still outstanding, and including the 
debts arising from loans made in the ordinary course 
of the person’s business if part of the person’s ordi- 
nary business was the lending of money and that are 
still outstanding, to a purchaser who proposes to 
continue the business which the vendor has been car- 
rying on, if the vendor and the purchaser have exe- 
cuted jointly an election in prescribed form to have 
this section apply, the following rules are applicable: 


(a) there may be deducted in computing the ven- 
dor’s income for the taxation year an amount 
equal to the difference between the face value of 
the debts so sold (other than debts in respect of 
which the vendor has made deductions under par- 
agraph 20(1)(p)), and the consideration paid by 
the purchaser to the vendor for the debts so sold; 


(b) an amount equal to the difference described in 
paragraph (a) shall be included in computing the 
purchaser’s income for the taxation year; 


(c) the debts so sold shall be deemed, for the pur- 
poses of paragraphs 20(1)(1) and (p), to have been 
included in computing the purchaser’s income for 
the taxation year or a previous year but no deduc- 
tion may be made by the purchaser under para- 
graph 20(1)(p) in respect of a debt in respect of 
which the vendor has previously made a deduc- 
tion; and 


(d) each amount deducted by the vendor in com- 
puting: income for a previous year under para- 
graph 20(1)(p) in respect of any of the debts so 
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sold shall be deemed, for the purpose of para- 
graph 12(1)(i),.to have been so deducted by bad 
purchaser. 
Related Provisions: 13(8) — ential of depreciable ileuate 
after ceasing to carry on business; 2013) — Election by members of 
partnership. 
Interpretation Bulletins: IT-188R: Sale of accounts receivable; 
IT-291R2: Transfer of property to a corporation under subsection 
85(1); IT-433R: Farming or fishing — use’ of cash: method; IT- 
442R: Bad debts and reserve for doubtful debts; IT-471R: Merger 
of partnership; IT-488R2: Winding-up of 90%-owned taxable Cana- 
dian corporations. 


Forms: T2022: Election in respect of the sale of eee receivable. 


(2) Statement by vendor and purchaser — — An 
election executéd for the purposes of Subsection (1) 
shall contain a statement by the vendor and the pur- 
chaser jointly as to the consideration paid for the 
debts sold by the vendor to the purchaser and that 
statement shall, subject to subsection 69(1), as 
against the Minister, be binding upon the vendor and 
the purchaser in so far as it may be relevant in re- 
spect of any matter arising under this ‘Act.: | 
Pre-RSC History: Subsec: 22(2) substituted by 1974-75-76, c. 26, 


s. 10, applicable in respect of sales of debts after May 6, 1974, to 
add, ‘‘subject to. subsection: 69(1),”. 


Definitions [s. 22]: “amount”, “business”, “Minister”, “person”, 
“prescribed”, “property”’— 248(1);: “taxation year” — 11(2), 249. 


23. (1) Sale of inventory — Where; on or after 
disposing of or ceasing to carry on a business or a 
part of a business, a taxpayer has sold all or any part 
of the property that was included in the inventory. of 
the business, the pfoperty so sold shall, for the pur- 
poses of this Part, be deemed to have been ‘sold by 
the taxpayer in the course. of carrying on the 
business. 


Related Provisions: 
inventory. 


Selected Cases [subsec. 23(1)]: Terminal Dock and 
Warehouse Co. Ltd. v. MNR, [1968] C.T.C. 78 (Exch) (Sale at dis- 
count not capital loss). 


Interpretation Bulletins: IT-287R: Sale of inventory; IT-457R: 
Election by professionals to exclude work in progress from income. 


12.4— Bad debt inclusion’ on sale of 


(2) [Repealed under former Act] 


Pre-RSC History: Subsec. 23(2) repealed by 1974-75-76, c. 26, s. 
11, applicable in respect of sales after May 6, 1974. Subsec. 23(2) 
formerly read: 


(2) Agreement as to price paid by vendor. ‘atid pur- 
‘chaser-—— Where a person: who has been carrying on.a busi- 
ness has sold all or part of the property that was included in 
the inventory of the business: (whether or not he has disposed 
of or ceased to carry on that business or a part of;that.busi- 
ness) to a person who has used: all or part of the property: so 
sold as inventory of a business carried on or to be carried-on 
by the purchaser, and the amount of the consideration paid by 
the purchaser is, in part, consideration for the property so sold 
and, in part, consideration for something else, the following 
rules are applicable: 


(a) such part of the consideration as the vendor and the 
purchaser have, in writing, agreed to be the price paid for 
the property So’ sold shall be deemed, both for'the pur- 
pose of computing income from the business of the ven- 
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dor and for the purpose of ‘computing income from the 
business of the purchaser, to be the price so paid; 


(b) and where an agreement as contemplated by para- 
graph (a) has not been filed with the Minister within. 60, 
days after notice in writing by the Minister has been for- 
warded to the vendor and the purchaser that such an 
agreement is required for the purpose of any assessment 
of tax under this Part, such part of the consideration paid 
as is fixed by the Minister shall be deemed to be the price 
agreed upon by them as the price paid for the property =e 
sold. 


(3) Reference to property in inventory — A 
reference in this section to property that was in- 
cluded in the inventory of a business shall be 
deemed to include a reference to property that would 
have been so included if the income:from the busi- 
ness had not been computed in accordance with the 
method authorized by subsection 28(1) or ParneeR) 
34(a). 

Pre-RSC History: Subsec. 23(3) amended by 1985, c. 45, ‘subsec. 
13(2), to substitute “property in inventory” for “property included in 


inventory” in the heading, and “paragraph 34(a)” for * Upuaege 
34(1)(d)”, applicable to 1985. ef seq. 


Definitions [s. 23]: “business”, 


“inventory”, “Minister”, 
“property”, “taxpayer” — 248(1). 


“person”, 


24. (1) Ceasing to carry on business — Not- 
withstanding paragraph 18(1)(b), where at any time 
after a taxpayer ceases to carry on a business the tax- 
payer no longer owns any property that was eligible 
capital property in respect of the business and ‘that 
has value, in computing the taxpayer’s income for 
taxation years ending after that time, 


(a) there shall be deducted, for the first such taxa- 
tion year, the amount of the taxpayer’s cumula- 
tive eligible capital in respect of the business at 
that time; 


(b) no amount may be deducted under paragraph 
20(1)(b) in respect of the business; 


(c) for the purposes of determining the value of P 
in the definition “cumulative eligible capital” in 
subsection 14(5), the amount deducted by the tax- 
payer under paragraph (a) shall be deemed to be 
an amount deducted under paragraph 20(1)(b) in 
computing the taxpayer’s income from the busi- 
ness for the taxation year that included that time; 
and 


(d) for the purposes of subsection 14( 1), section 

14 shall be read without glteddelae to subsection 

14(4). 
Related Provisions: 13(8) — Disposition of depreciable property 
after ceasing to carry on business; 14(12) — Limitation where affil- 
iated person acquires the property; 20(1)(hh.1) — Deduction for re- 
payment of assistance relating to eligible capital:expenditure after 
ceasing to carry on business; 
spouse or controlled corporation; 25 — Fiscal period for individual 
proprietor of business disposed of; 28(1)(g) — Deduction from 
farming or fishing income when using cash method; 70(5.1) — Eli- 
gible capital property of deceased taxpayer; 107(2)(f) — Capital in- 
terest distribution by personal or prescribed trust; Reg. 8103(6) = 
Mark-to-market — transition inclusion on ceasing to carry on busi- 
ness; Reg. 9204(5) — Residual portion of specified debt. obligation 
on ceasing to carry on business. 


ZEt 


24(2) — Business carried.on by © 


S. 24(2)(c) 


History: Subsec. 24(1) amended by 1994, c.. 7; Sch. Il (1991, c. 
49), S17, aml after July 13, 1990. Subsec. 24(1). formerly 
read; 


Bas (1) Ceashity to carry on sal acon ialhs Aniiedtacdiit 3 
paragraph 18(1)(b), where a taxpayer has ceased to carry on a 
business, in computing the taxpayer’s income for. the  tax- 
payer’s taxation year in which the taxpayer so ceased to gary 
on the business, 


(a). there shall be deducted: the amount of the taxpayer’s 
cumulative eligible capital; in.tespect of the business at 
the time the taxpayer so ceased to carry on the business; 


(b) no amount is deductible by virtue of paragraph 
20(1)(b) in respect of the business; 


(c) notwithstanding the definition ‘ ‘cumulative eligible 
capital” in subsection 14(5), the taxpayer’s cumulative 
eligible capital in respect of the business immediately af- 
ter the time the taxpayer so ceased to carry on, the busi- 
ness shall be deemed to be nil; and 


(d) for the purposes of -subsection.14(1), section 14 shall 
be read. without, reference to.subsection 14(4). 


Interpretation Bulletins: IT-123R6: Transactions involving eli- 
gible capital, property; IT-291R2; Transfer of property to a corpora- 
tion under subsection 85(1); IT-313R2: Eligible capital property — 
rules where a taxpayer has ceased carrying on a business or has 
died; IT-488R2: erasing: UP of 90%-owned ‘taxable Canadian 
corporations. if 


(2) Business carried on by. spouse or 
controlled corporation — Notwithstanding sub- 
section (1), where at any time an individual ceases to 
carry on a business. and thereafter the individual’s 
spouse, or a corporation controlled directly: or indi- 
rectly in any manner whatever by the individual, car- 
ries on the business and acquires. all of the property 
that. was eligible capital property in respect of the 
business owned by the individual before that time 
and that had value at that time, 


(a) in computing the individual’s income for the 
individual’s first taxation year ending after that 
time, subsection (1) shall be read without refer- 
ence to paragraph (1)(a) and the reference in par- 
agraph (1)(c) to “the amount deducted by the tax- 
payer under paragraph (a)” shall be read as a 
reference to “an. amount equal to. the taxpayer’s 
cumulative eligible capital in respect of the busi- 
ness immediately before that time’; 


(b) in computing the cumulative eligible capital 
of the spouse or the corporation, as the case may 
be, in respect of the business, the spouse or cor- 
poration shall be deemed to have acquired an eli- 
gible capital property and to have made an eligi- 
ble capital expenditure at that-time at a cost equal 
to. */3 of the total of 


(i) the cumulative eligible capital of the tax- 
payer in respect of the business immediately 
before that time, and 


(ii) the amount, if any, determined for F in the 
definition “cumulative eligible capital” in sub- 
section. 14(5) in respect of the. business of the 
individual at that, time; 


(c) for the purposes of determining the cumula- 
tive eligible capital in respect of the business of 


S. 24(2)(c) 


the spouse or corporation after that time, an 
amount equal to the amount determined under 
subparagraph (b)(ii) shall be added to the amount 
otherwise determined in respect thereof for P in 
the definition “cumulative eligible capital” in 
subsection 14(5); and 


(d) for the purposes of determining after that time 


(i) the amount deemed by subparagraph 
14(1)(a)(v) to be the spouse’s taxable capital 
gain, and 


(ii) the amount to be included under subpara- 
graph 14(1)(a)(v) or paragraph 14(1)(b) in 
computing the income of the spouse or 
corporation 


in respect of any subsequent disposition of prop- 
erty of the business, there shall be added to the 
amount otherwise determined for Q in the second 
formula in the definition “cumulative eligible 
capital” in subsection 14(5) the amount, if any, 
determined for Q in that formula in respect of the 
business of the individual immediately before the 
individual ceased to,carry on the business. 


Related Provisions: 14(12) — Certain property deemed not ac- 
quired by affiliated person; 25 — Fiscal period for individual pro- 
DaHOF of business disposed of; 252(4) — Extended meaning of 
“spouse”; 256(5.1) — Controlled directly or indirectly. 


History: Subpara. 24(2)(d)(ii) amended by 1995, c. 3, s. 8, applica- 
ble to fiscal periods that end after February 22, 1994. Subpara. (ii) 
formerly read: 


(ii) the amount to be included under paragraph 14(1)(b) in 
computing the income of the spouse or corporation 


Para. 24(2)(a) amended to substitute “in respect of the business” for 
“in respect of property”, and para. (d) added, by 1994, c. 7, Sch. 
VUI (1993, c. 24), subsecs. 10(1) and (2), applicable after July 13, 
1990. 


Subsec. 24(2) amended by 1994, .c. 7, Sch. II (1991, c. 49), s. 17, 
applicable after July 13,1990. Subsec. 24(2) formerly read: 


(2) Where business carried on by spouse or controlled 
corporation — Notwithstanding subsection (1), where an in- 
dividual has ceased to carry on a business and thereafter the 
individual’s spouse, or a corporation controlled directly or in- 
directly in any manner whatever by the individual, has carried 
on the business, 


(a) in computing the individual’s income for the individ- 
ual’s taxation year in which the individual so ceased to 
carry on the business, the provisions of subsection (1) 
shall be read without reference to paragraph (1)(a) and as 
if the reference in paragraph (1)(c) to “the time the tax- 
payer so ceased to carry on the business” were read as a 
reference to “the end of the taxation year in which the 
taxpayer so ceased to carry on the business”; and 


(b) in computing the cumulative eligible capital in re- 
spect of the business of the spouse or the corporation, as 
the case may be, at any time after the end of the taxation 
year in which the individual so ceased to carry on the 
business, there shall be included the amount of the indi- 
vidual’s cumulative eligible capital in respect thereof at 
the end of that taxation year. 


(3) Where partnership has ceased to exist — 
Notwithstanding subsection (1), where at any time a 
partnership ceases to exist in circumstances to which 
neither subsection 98(3) nor subsection 98(5) ap- 
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plies, there may be deducted, in computing the in- 
come for the first taxation year beginning after that 
time of a taxpayer who was a member of the partner- 
ship immediately before that time, an amount deter- 
mined by the formula 


ay sede 
C 


where 


A is the amount that would, had the partnership 
continued to exist, have been deductible under 
subsection (1) in computing its income; 


Bis the fair market value of the taxpayer’s interest 
in the partnership immediately before that time; 
and 


C ‘is the fair market value of all interests in the part- 
nership immediately before that time. 


History: Subsec. 24(3) added by 1994, c. 7, Sch. VIII (1993, c. 24), 
subsec. 10(3), applicable after July 13, 1990. 


Definitions [s. 24]: “amount”, “business” — 248(1); “controlled 
directly or indirectly” — 256(5.1); “corporation” —- 248(1), Inter- 
pretation Act 35(1); “cumulative eligible capital” — 14(5), 248(1); 
“eligible capital property” — 54, 248(1); “individual”, “prop- 
erty” — 248(1); “spouse” — 252(4)(a); “taxation year,’ 
249; “taxpayer” — 248(1). 


24.1 [Repealed] 


History: S. 24.1 repealed by 1996, c. 21, s. 6, applicable to ap- 
pointments made after 1995. S. 24.1 formerly read: 


24.1 Judges — Where in a taxation year a taxpayer has been 
appointed a judge by the Governor General or the Governor 
in Council or by the lieutenant governor in council of a proy- 
ince and the taxpayer elects in the taxpayer’s return of in- 
come under this Part for the year to have this section apply to 
the computation of the taxpayer’s income, 


(a) the taxpayer’s income from a’professional practice for 
a fiscal period ending in that taxation year and commenc- 
ing in the preceding taxation year shall be deemed to be 
that proportion of such income that the number of months 
in the taxation year during which the taxpayer was not a 
judge is of the number of months in the fiscal period; and 


(b) the amount by which the taxpayer’s income for that 
taxation year from the taxpayer’s professional practice, 
computed without reference to this section, exceeds the 
amount that.is deemed by paragraph (a) to be the tax- 
payer’s income for the fiscal period shall be deemed to 
be income of the taxpayer in the immediately following 
taxation year. 


Pre-RSC History: All that portion of s. 24.1 preceding para. (a) 
substituted by 1985, c. 45, s. 12, applicable to appointments made in 
1984 et seq. That portion of s. 24.1 formerly read: 


24.1 Where in a taxation year a taxpayer has been appointed a 
judge by the Governor in Council or by the lieutenant gover- 
nor in council of a province and the taxpayer so elects in his 
return of income under this Part for the year, 


S. 24.1 added by 1984, c. 45, s. 11, applicable to, appointments 
made in 1984 et seq. 


Definitions [s. 24.1]: “fiscal period’ — 249(2)(b), 249.1; “Gover- 
nor General’, “Governor in Council”, “lieutenant governor in coun- 
cil”, s‘provindey — Interpretation Act 33(l)s “taxation year’ — 
11(2), 249; “taxpayer” — 248(1). 
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25. (1) Fiscal period of business disposed of 
by individual — Where. an individual was the pro- 
prietor of a business. and disposed of it during a fis- 
cal period of the business, the fiscal period may, if 
the individual so elects and subsection 249.1(4) does 
not apply in respect of the business, be deemed to 
have ended at the time it would have ended if the 
individual had not disposed of the business during 
the fiscal period. 

Related Provisions: 13(8) — Disposition of depreciable property 
after ceasing to carry on business; 14(1) — Inclusion of eligible 


capital amount in income from business; 99(2) — Parallel rule 
where partnership ceases to exist. 


History: Subsec. 25(1) amended by 1996, c. 21, s. 7, applicable to 
fiscal periods that begin after 1994. The subsec. formerly read: 


(1) Fiscal period for individual proprietor of business 
disposed of — Where an individual was the proprietor of a 
business and disposed of it during a fiscal period of the busi- 
_ness, the fiscal period may, if the individual so elects, be 
deemed to have ended at the time it would have ended if the 
individual had not disposed of the business during the fiscal 
period. 


Interpretation Bulletins: IT-172R: Capital. cost allowance — 
taxation year of individuals; IT-179R: Change of fiscal period; IT- 
287R — Sale of inventory; IT-313R2: Eligible capital property — 
rules where a taxpayer has ceased. carrying on a business or has 
died; IT-478R: CCA — recapture and. terminal loss. 


Information Circulars: 76-19R3: Transfer of property to a corpo- 


ration under section 85. 


(2) Election — An election under subsection (1) is 
not valid unless the individual, at the time when the 
fiscal period of the business would, if the election 
were valid, be deemed to have ended, is resident in 
Canada. 


(3) Dispositions in the extended fiscal pe- 
riod — Where subsection (1) applies in respect of a 
fiscal period of a business of an individual, for the 
purpose of computing the individual’s income for 
the fiscal period, 


(a) section 13.shall be read without reference to 
subsection 13(8); and 


(b) section 24 shall be read without reference to 
paragraph 24(1)(d). 
Pre-RSC History: Subsec. 25(3) added by 1980-81-82-83, c. 140, 
s. 14, applicable to elections made after 1979. — 


Interpretation Bulletins: [T-313R2: Eligible capital property — 
rules where a taxpayer has ceased carrying on a business or has 
died; IT-478R: CCA — recapture and terminal loss. ~ 
Definitions [s. 25]: “business” — 248(1); “Canada” — 255; “fis- 
cal period” — 249.1; “individual!” — 248(1); “resident in Can- 
ada” — 250; “taxpayer” — 248(1). 


Special Cases 


26. (1) Banks — inclusions in income — There 
shall be included in computing the income of a bank 
for its first taxation year that commences after June 
17, 1987 and ends after 1987 the total of 


(a) the total of the specific provisions of the bank, 
as. determined, or as would be determined if such 


S. 26(2)(c)(i) 


a determination were required, under the Minis- 
ter’s rules, as at the end of its immediately pre- 
ceding taxation year, 


(b) the total of the general provisions of the bank, 
as determined, or as would be determined if such 
a determination were required, under the Minis- 
ter’s rules, as at the end of its immediately pre- 
ceding taxation year, 


(c) the amount, if any, by which 


(i) the amount of the special provision for 
losses on trans-border claims. of the bank, as 
determined, or as would be determined if such 
a determination were required, under the Min- 
ister’s rules, that was deductible by the bank 
under subsection (2) in computing its income 
for its immediately preceding taxation year 


exceeds 


(ii) that part of the amount determined under 
subparagraph (i) that was a realized loss of the 
bank for that immediately preceding taxation 
year, and 


(d) the amount, if any, of the tax allowable appro- 
priations account of the bank, as determined, or 
as would be determined if such a determination 
were required, under the Minister’s rules, at the 
end of its immediately preceding taxation year. 
Related Provisions: 20(1)(1) — Reserve for doubtful accounts; 


20(1)(1.1) — Reserve for guarantees; 33.1 — International banking 
centres; 87(2)(g.1) — Amalgamation — continuing corporation. 


(2) Banks — deductions from income — In 
computing the income for a taxation year of a bank, 
there may be deducted an amount not exceeding the 
total of 


(a) that part of the total of the amounts of the 
five-year average loan loss experiences of the 
bank, as determined, or as would be determined if 
such a determination were required, under the 
Minister’s rules, for all taxation years before its 
first taxation year that commences after June 17, 
1987 and ends after 1987 that is specified by the 
bank for the year and was not deducted by the 
bank in computing its income for any preceding 
taxation year, 


(b) that part of the total of the amounts trans- 
ferred by the bank to its tax allowable appropria- 
tions account, as permitted under the Minister’s 
rules, for all taxation years before its first taxa- 
tion year that commences after June 17, 1987 and 
ends after 1987 that is specified by the bank for 
the year and was not deducted by the bank in 
computing its income for any preceding taxation 
year, 


(c) that part of the amount, if any, by which 


(i) the amount of the special provision for 
losses on trans-border claims, as determined, 
or as would be determined if such a determi- 
nation were required, under the Minister’s 
rules, that was deductible by the. bank under 
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this subsection in computing its income for its 

last taxation year before its first taxation year 

that commences after June 17, 1987 and ends 
after 1987 


exceeds 


(ii) that part of the amount determined under 
subparagraph (i) that was a realized loss of the 
bank for that last taxation year 


that is specified by the bank for the year and was 
not deducted by the bank in computing its income 
for any preceding taxation year, 


(d) where the tax allowable appropriations ac- 
count of the bank at the end of its last taxation 
year before its first taxation year that commences 
after June 17, 1987 and ends after 1987, as deter- 
mined, or as would be determined if such a deter- 
mination were required, under the Minister’s 
rules, is a negative amount, that part of such 
amount expressed as. a positive number that is 
specified by the bank for the year and was not 
deducted by the bank in computing its income for 
any preceding taxation year, and 


(e) that part of the total of the amounts calculated 
in respect of the bank for the purposes of the 
Minister’s rules, or that would be calculated for 
the purposes of those rules if such a calculation 
were required, under Procedure 8 of the Proce- 
dures for the Determination of the Provision for 


Loan Losses as set out in Appendix 1 of those 


rules, for all taxation years before its first taxa- 


tion year that commences after June 17, 1987 and. 


ends after 1987 that is specified by the bank for 
the year and was not deducted by the bank in 
computing its income for any preceding taxation 
year. 


Related Provisions: 87(2)(g.1)— Amalgamation — continuing 
corporation. 


(3) Write-offs and recoveries — In computing 
the income of a bank, the following rules apply: 


(a) any amount that was recorded by the bank as 
a realized loss or a write-off of an asset that was 
included by the bank in. the calculation.of an 
amount deductible under the Minister’s rules, or 
would have been included in the calculation of 
such an amount if such a calculation had been re- 
quired, for any taxation year before its first taxa- 
tion year that commences after June 17, 1987 and 
ends after 1987, shall, for the purposes of para- 
graph 12(1)G) and section 12.4, be deemed to 
have been deducted by the bank under paragraph 
20(1)(p) in computing its income for the year for 
which it was so recorded; and 


(b) any amount that was recorded by the bank as 
a recovery of a realized loss or a write-off of an 
asset that was included by the bank in the calcu- 
lation of an amount deductible under the Minis- 
ter’s rules, or would have been included in the 
calculation of such an amount if such a calcula- 
tion had been required, for any taxation year 
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before its first taxation year that commences after 
June 17, 1987 and ends after 1987 shall, for the 
purposes of section 12.4, be deemed to have been 
included ‘by the bank under paragraph 12(1)Q) in 
computing its income for the year for which it 
was so recorded. ; 


(4) Definition .of “Minister’s rules” — For the 
purposes of this section, “Minister’s. rules”. means 
the Rules for the Determination of the Appropria- 
tions for Contingencies of a Bank issued under the 
authority of the Minister of Finance pursuant to sec- 
tion 308 of the Bank Act for the purposes of subsec- 
tions.(1) and (2) of this. section. 


Pre-RSC History [s. 26]: That.portion of subsec. 26(1); of 26(2) 
and of 26(3). preceding. para. (a) of each amended.by 1992, c. 1, 
Sch. V, s. 14, to substitute “a bank” for “a bank to which the Bank 
Act or the Quebec Savings Banks Act applies”, applicable from Feb- 
ruary 28, 1992. [“Bank” is now defined in the /nterpretation Act.] 


S. 26 substituted by 1988, c..55,.s. 13, applicable to taxation years 
commencing after June 17, 1987 that end after 1987. S. 26 formerly 
read: 


26. (1) Banks — There shall be included in computing the 
income for a taxation year of a bank to which the Bank Act or 
the Quebec Savings Banks Act applies, the amount by which 
the aggregate of the amounts that, at the end of the year, are 
set aside or reserved by way of write-down of the value of 
assets or appropriation to contingency reserves or contingent 
accounts for the purpose of meeting losses on. loans, bad: or 
doubtful debts, depreciation in the value of assets other than 
bank premises, or other contingencies, is; in the opinion of 
the Minister of Finance, having regard to all the circum- 
stances, in excess of the reasonable requirements of the’ bank. 


(2) ldem — In computing the income fora taxation year of a 
bank to which the Bank Act or the Quebec Savings Banks Act 
applies, no deduction may be made under paragraph 20(1)(1) 
or_(p) or subsection 33(1) and, notwithstanding paragraphs 
18(1)(a) and (b), there may be deducted the amount, if. any, 
by which such amount 


(a) as the bank may claim, not exceeding the amount, if 

any, by which Taree 
(i) the aggregate of all amounts each of which is an 
amount set aside or reserved for the year or a preced- 
ing taxation year as or on account of the general ap- 
propriations of the bank, either by way of write- 
down of the value of assets or appropriation to any 
contingency reserve or contingent account for the 
purpose of meeting losses on loans, bad or doubtful 
debts, depreciation in the value, of assets, other than 
depreciable property of the bank, or other 
contingencies 

exceeds 


(11) the aggregate of all amounts each of which is an 

amount deducted under this subsection in computing 

the income of the bank for a preceding taxation year; 

and 
(b) as is, in the opinion of the Minister of Finance, having 
regard to all the circumstances, not in excess of the rea- 
sonable requirements of the bank 


‘exceeds the aggregate of all amounts each: of Which is an 
amount deducted under paragraph 20(1)(p) in computing the 
bank’s income for the, year or.a preceding taxation year in 
respect of a debt owed to the bank that is included in the as- 
sets of the bank at the end of the year. 


All that portion of subsec. 26(2) preceding para. (a) amended to 
substitute “the amount, if any, by which such amount” for “such 
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amount’, and all that portion following para. (b) added, by 1987,-c. 
46, subsecs. 8(1), (2), applicable to taxation years ending after Janu- 
ary 15, 1987. / 
Subsec. 26(2) substituted by 1980-81-82-83, c. 48, s. 12, applicable 
to 1980 et seg. Subsec. 26(2) formerly read: ; 
(2) Notwithstanding paragraphs 18(1)(a) and (b), there may 
be deducted in computing the income for a taxation year of a 
bank to which the Bank Act or the Quebec Savings Banks Act 
applies, such amount as is set aside or reserved for the year 
either by way of write-down of the value of assets or appro- 
priation to any contingency reserve or contingent account for 
the purpose of meeting losses on loans, bad or doubtful debts, 
depreciation in the value of assets other than bank premises, 
or other contingencies, and is, in the opinion of the Minister 
of Finance, having regard to all the circumstances, not in ex- 
cess of the reasonable requirements of the bank. 


Definitions [s. 26]: “amount” — 248(1); “bank” — Interpretation 
Act 35(1); “Minister” — 26(4), 248(1); “taxation year” — 249. 


27. (1) Application of Part | to Crown corpora- 
tion — This Part applies to a federal Crown corpo- 
ration as if 


(a) any income or loss from a business carried on 
by the corporation as agent of Her Majesty, or 
from a property of Her Majesty administered by 
the corporation, were an income or loss of the 
corporation from the business or the property, as 
the case may be; and 


(b) any property, obligation or debt of any kind 
whatever held, administered, entered into or in- 
curred by the corporation as agent of Her Majesty 
were a property, obligation or debt, as the case 
may be, of the corporation. 
Related Provisions: 124(3) — No tax abatement for income 
earned in a province; 181(1) — Meaning of “long-term debt”; 
181.71, 190.211 — Capital taxes apply to federal Crown corpora- 
tions; 187.61, 191.4(3) — Part IV.1 and VJ.1 taxes on preferred 
share dividends apply to federal Crown corporations. 


History: Subsec. 27(1) amended by 1998, c. 19, s. 82, applicable 
(a) for the purpose of s. 181.71, to taxation years that end after 
June. 1989; 

(b) for the purposes of s. 187.61, and subsec. 191.4(3) after 
1987; 
(c) for the purpose of s. 190.211, after May 23, 1985; and 
(d) for all other purposes, after April 26, 1995. 
The subsec. formerly read: 


(1) Application of Part to Crown corporations — This Part 
applies to a prescribed federal Crown corporation as if any 
income or loss from 
(a) a business carried on by the corporation as agent of 
Her Majesty, and 
(b) a property of Her Majesty administered by the 
corporation, 
were an income or loss, as the case may be, of the corporation 
therefrom. 


Interpretation Bulletins: [T-347R2: Crown corporations. 


(2) Presumption — Notwithstanding any other 
provision of this Act, a prescribed federal Crown 
corporation and any corporation controlled by such a 
corporation shall be deemed not to be a private cor- 
poration and paragraph 149(1)(d) does not apply 
thereto. 


S. 28(1)(b)(ii) 


Related Provisions: 181.71, 190.211 — Capital taxes apply to 
prescribed federal Crown corporations; 187.61, 191.4(3) — Part 
IV.1 and VI.1 taxes on preferred share dividends ay to pre- 
scribed federal Crown corporations. 


Regulations: 7100 (prescribed federal Crown Bepststton) 
Interpretation Bulletins: [T-347R2: Crown corporations. 


(3) Transfers of land for disposition — Where 
land of Her Majesty has been transferred to a pre- 
scribed federal Crown corporation for purposes of 
disposition, the acquisition of the property by the 
corporation and any disposition, thereof shall be 
deemed not to have been in: the course of the busi- 
ness carried on by the corporation. 

Interpretation Bulletins: [T-347R2: Crown corporations. 


Pre-RSC History [s. 27]: S. 27 amended by 1984, c. 31, Schedule 
II, proclaimed in force September 1, 1984, to substitute “a pre- 
scribed federal Crown corporation” for references to ““a corporation 
specified in Schedule D to the Financial Administration Act’. 


Subsec. 27(2) substituted by 1979, c. 5,.s. 8, applicable to 1978 et 
seq. Subsec. 27(2) formerly read: 


(2) Notwithstanding any other provision of this Act, a corpo- 
ration specified in Schedule D to the Financial Administra- 
tion Act shall be deemed not to be a private corporation, and 
paragraph 149(1)(d) does, not apply to a corporation specified 
in Schedule D to that Act. 
Definitions [s. 27]: “business” — 248(1); “corporation” — 
248(1), Interpretation Act 35(1); “Her Majesty” — Interpretation 
Act 35(1); “private corporation” — 89(1), 248(1); “property” — 
248(1). ° 


28. (1) Farming or fishing business — For the 
purpose of computing the income of a taxpayer for a 
taxation year from a farming or fishing business, the 
income from the business for that year may, if the 
taxpayer so elects, be computed in accordance with a 
method (in this section referred to as the “cash 
method”). whereby the income. therefrom for that 
year shall be deemed to be an amount equal to the 
total of 


(a) all amounts that 


(i) were received in the year, or are deemed by 
this Act to have been received in the year, in 
the course of carrying on the business, and 


(ii) were in payment of or on account of an 
amount that would, if the income from the 
business were not computed in accordance 
with the cash method, be included in comput- 
ing income therefrom for that or any other 
year, and 


(b) with respect to a farming business, such 
amount, if any, as is specified by the taxpayer in 
respect of the business in the taxpayer’s return of 
income under this Part for the year, not exceeding 
the amount, if any, by which 


(i) the fair market value at the end of the year 
of inventory owned by the taxpayer in con- 
nection with the business at that time 


exceeds 


(ii) the amount determined under paragraph 
(c) for the year, 
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(c) with respect to a farming business, the 
amount, if any, that is the lesser of 


(i) the taxpayer’s loss from the business: for 
the year computed without reference. to. this 
paragraph and to paragraph (b), and. 


(i1) the. value of. inventory purchased by the 
taxpayer that was owned by the taxpayer in 
connection with the business at the end of the 
year, and 


(d) the total of all amounts each of which is an 
amount included in computing the taxpayer’s in- 
come for the year from the business because of 
subsection 13(1), 14(1), 80(13) or 80. ~ or (5), 


minus the total of 


(e) all amounts, other than amounts described in 
section 30, that 


(i) were paid in the year, or are deemed by 
this Act to have been paid in the year, in the 
course of carrying on the business, 


(ii) in the case of amounts paid, or deemed by 
this Act to have been paid, for inventory, were 
in payment of or on account of an amount that 
would be deductible in computing the income 
from the business for the year or any other 
taxation year if that income were not com- 
puted in accordance with the cash method, 
and 


(iii) in any other case, were in payment of or 
on account of an amount that would be de- 
ductible in computing the income from the 
business for a preceding taxation year, the 
year or the following taxation year if that in- 
come were not computed in accordance with 
the cash method, 


(e.1) all amounts, other than amounts described 
in section 30, that 


(i) would be deductible in computing the in- 

~-come from the business for the year if that in- 
come were not computed in accordance with 
the cash method, 


(ii), are not deductible in computing the in- 
come from the business for any other taxation 
year, and 


(ii1) were paid in a preceding taxation year in 
the course of carrying on the business, 


(f) the total of all amounts each of which is the 
amount, if any, included under paragraph (b) or 
(c) in computing the taxpayer’s income from the 
business for the immediately preceding taxation 
year, and 


(g) the total of all amounts each of which is an 
amount deducted for the year under paragraph 
20(1)(a), (b) or (uu), subsection 20(16) or 24(1), 

section 30 or subsection 80.3(2) or (4) in respect 
of the business, 
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except that paragraphs (b) and (c) do not apply in 
computing the income of the taxpayer for the taxa- 
tion year in which the taxpayer dies. 


Related Provisions: 20(7)(b) — No reserve available under 
20(1)(m) when using cash method; 23(3) — Reference to property 
included in inventory; 28(2) — Limitation where business carried 
on jointly with other persons; 28(4) — Non-resident; 29-31 — Ad- 
ditional special rules for farmers; 34.2(2)(a) — Para. 28(1)(b) ig- 
nored for purposes of 1995 stub period income; 76(1) — Security in 
satisfaction of income debt; 79(3)F(b)(v)(B)UD) — Proceeds of dis- 
position to debtor on surrender of property — unpaid interest in- 
cluded under 28(1)(e); 80(1)“excluded obligation’ (b) — Obligation 
not subject to debt forgiveness rules; 80.3 — Income deferral from 
destruction of livestock or drought-induced sales of breeding ani- 
mals; 85(1)(c.2) — Transfer of property. to corporation by share- 
holders; 87(2)(b) — Amalgamations — inventory; 88(1.6) — 
Winding-up; 248(1)“cash method” — Definition applies to entire 
Act. 


History: Para. 28(1)(d) amended by 1998; c. 19, subsec. 83(1), Ap- 
plicable to taxation. years that end after February. 21,..1994, The 
para. formerly read: 


(d) the total of all amounts each of which is.an amount in- 
cluded in computing the taxpayer’s income for the year from 
the business because of ssubsection 13(1), 14(1), 80(13) or 
(17) or 80.3(3) or (5), 


Subpara. 28(1)(e)(ii) amended and subpara. (i11) and para. (e.1) ad- 
ded by 1998, c. 19, subsec. 83(2), applicable to amounts paid after. 
April 26, 1995, other than amounts paid pursuant to an agreement in 
writing made by the payer on or before April 26, 1995. Subpara. (ii) 
formerly read: 


(11) were in payment of or on account of an amount that 
would, if the income from the business were not computed in 
accordance with the cash method, be deductible in computing 
mee therefrom for that or any other taxation year, 


Paras. 28(1)(d) and (g) amended by 1995, c. 21, subsecs. 7(1), (2), 
applicable to taxation years that end after February 21, 1994. Those 
paras. formerly read: 


(d) the total of all amounts each of which is an amount in- 
cluded in computing the taxpayer’s income for the year from 
the business by reason of subsection 13(1), 14(1) or 80.3(3) 
or(5)e 3 


(g) the total of all amounts, each of which is an amount de- 
ducted for the year as permitted under paragraph 20(1)(a) or 
(b), subsection 20(16) or 24(1), section 30 or subsection 
80.3(2) or (4) in respect of the business, 


That portion of subsec. 28(1) following para: (g) added by 1994, c. 
7, Sch. IL. (1991, .c. 49), subsec. 18(1), applicable to fiscal periods 
beginning after 1988. 


Pre-RSC History: Para. 28(1)(d) amended to substitute “the tax- 
payer’s income” for “his income” and “13(1), 141) or 80.3(3) or 
(5)” for “13(1) or 14(1)”, that: portion of para. 28(1)(e) preceding 
subpara. (i) amended to add “, other than amounts described in sec- 
tion 30,” and para. 28(1)(g) amended to substitute “24(1), section 30 
or subsection 80.3(2) or (4)” for “24(1)”, by 1990, c. 39, subsecs. 
10(1) and (2), applicable to fiscal periods commencing“after 1988. 


That portion of subsec. 28(1) following para. (a) substituted by 
1988, c. 55, subsec. 14(1), applicable (by subsec. 14(3), as amended 
by 1991, c. 49, s..241, deemed to have come into force September 
13, 1988) to fiscal periods commencing after 1988 except that for a 
fiscal period of a taxpayer commencing after 1988 and before 1995 
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in respect of a farming business that was carried on by the taxpayer 
before 1989, para. 28(1)(c) 


and 


“(c) the lesser of 


(i) the taxpayer’s loss from the business for the year 
computed without reference to this paragraph and to 
paragraph (b), and 


(ii) the aggregate of 


_ (A) the value at the end of the year of inventory 
purchased by him in taxation years commencing 
after 1988 that was owned by him in connection 
with the business at the end of the year, and 


(B) the amount determined by the formula 
(= x B) 
ii 


A is the number of taxation years of the busi- 
ness (not exceeding 6) commencing after 
1988, and 


Bis the value (determined in accordance with 
subsection (1.2)) at the end of the year of in- 
ventory purchased by him that was owned 
by him in connection with the business at 
that time and at the. beginning of the first 
taxation year of the business commencing 
after 1988 (in this paragraph referred to as 
the “particular year’) which value, in the 
case of inventory that is a specified animal, 
shall be determined in accordance with sub- 
section (1.2) as if the animal were acquired 
in the particular year for a cash cost equal to, 


where 


(1) in the case of an animal acquired in 
the taxation year immediately preceding 
the particular year, its cash cost other- 
wise determined, 


(II) in the case of an animal acquired in 
one of the two taxation years immedi- 
ately preceding the year referred to in 
subclause (I), '/2 of its cash cost other- 
wise determined, and 


(IID) in any other case, '/4 of its cash cost 
otherwise determined, 


and for this purpose, where a. taxpayer.ac-. 


quired a specified animal from a petson with 
whom he was not dealing at arm’s length, he 
shall be deemed to have acquired the animal 
at the time that it was acquired by that per- 
son, and” 


(b) shall, in any other case, be read.as follows: 


“(c) the amount, if any, by which the lesser of 


(i) the taxpayer’s loss from the business for the year 
computed without reference to this paragraph and to 
paragraph (b), and 


(ii) the value (determined in accordance with subsec- 
tion (1.2)) at the end of the year of inventory pur- 
chased by him that was owned by him in connection 
with the business at that time, which value, in the 
case of inventory that is a specified, animal acquired 
in any taxation year of the business commencing 
before 1989, shall be determined in accordance with 
subsection (1.2) as if the animal were acquired in the 


(a) shall, where the taxpayer so elects for the taxation year in 
the taxpayer’s return of income under Part I for the taxation 
year in which the fiscal period ends, be read as follows: 


21) 


first taxation year of the business commencing after 
1988 (in this paragraph referred to as the “particular 
year’) for a cash cost equal to, 


(A) in the case of an animal acquired in the taxa- 
tion year immediately preceding the particular 
year, its cash cost otherwise determined, 


(B) in the case of an animal acquired in one of 
the two taxation years immediately preceding 
the year referred to in clause (A), '/2 of its cash 
cost otherwise determined, and 


(C) in any other case, 4 of its cash cost other- 
wise determined, 


exceeds 


(ili) for taxation years commencing in _ 1989, 
$15,000, 


(iv) for taxation years commencing in 1990, $12,500, 
(v) for taxation years commencing in 1991, $10,000, 
(vi) for taxation years Commencing in 1992, $7,500, 


(vii) for taxation years commencing in 1993, $5,000, 
and 


(viii) for taxation years~ commencing ‘in “1994, 
$2,500, 


and where 


(x) such taxation’ year is less than 51 weeks, the 
amount referred to in subparagraph (111), (iv),-(v), 
(vi), (vil) or (viii), as the case may be, shall be read 
as that proportion of the amount;-determined)thereun- 
der that the number of days in the year is of 365, and 
(x) a taxpayer acquired a specified animal from a 
person with whom hé was not dealing at arm’s 
length, he shall, for the purpose ‘of subparagraph (11), 
be deemed to have acquired the animal at the time 
that it was acquired by that person, and” 


That portion of subsec. 28(1) formerly read: 


(b) such amount, if any, as may be specified by the tax- 
payer in respect of the business in his return of income 
under this Part for the year, not exceeding the fair market 
value at the end of the year of livestock (other than ani- 
mals. included in his basic herd within the meaning. as- 
signed by section 29) owned by him at that time in con- 
nection with the business. 


minus the aggregate of 
(c) all amounts that 


(i) were paid in the year, or are deemed by this Act to 
have been paid in the year, in the course of carrying 
on the business, and 


(ii) were in payment of or on account of an amount 
that would, if the income from the business were not 
computed in accordance with the cash method, be 
deductible in computing income therefrom for that or 
any other year, and . 
(d) the amount, if any, specified by the taxpayer in re- 
spect of the business in accordance with paragraph (b) in 
his return of income under this Part filed for the immedi- 
ately preceding taxation year; 


and minus any deductions. for the year permitted. by 
paragraphs 20(1)(a) and (b). 
All that portion of subsec. 28(1) preceding para. (a) Sabena tad by 
1980-8 1-82-83, c. 48, subsec. 13(1), applicable to 1972 et seq. 
Subsec. 28(1) substituted by 1973-74, c. 14, s. 6, applicable to 1972 
et seq. 
Selected Cases [subsec. 28(1)]: Hadler Turkey Farms Inc. v. 


The Queen, [1986] 1 C.T.C. 81 (FCTD) (Switch to cash option not 
permitted when taxpayer filed on accrual’ basis); Pollon v. The 


S. 28(1) 


Queen, {1984]. C.T.C..131 (FCTD) (Where income derived from 
farming, despite not physically taking part in operations, taxpayers 
operating independent businesses permitted to compute income on 
cash basis). 


Regulations: 1700-1704 (capital cost allowance rates for pre- 
1972 property of farming or fishing business). 


Interpretation Bulletins: IT-154R: Special reserves; IT-184R: 


Deferred cash purchase tickets issued by Canadian Wheat Board; 
IT-291R2: Transfer of property to a corporation under subsection 
85(1); IT-373R: Farm woodlots and tree farms; IT-427R: Livestock 
of farmers; IT-526: Farming — cash method inventory adjustments. 


Forms: T1163: Statement A—NISA account information and 
statement of farming activities for individuals; T1164: Statement 
B —NISA account information and statement of farming activities 
for additional farming operations; T1165: Statement C — statement 
of farming activities for Ontario self directed risk management 
(SDRM); T1175 Sched. “1: NISA/Farming — calculation of CCA 
and business-use-of-home expenses; T2034: Election to establish 
inventory unit prices for animals; T2042: Statement of farming in- 
come and expenses; T2121: Statement of fishing activities; TD3F: 
Fishermen’s election for tax deductions at source. 


(1.1) Acquisition of inventory — Where at any 
time, and in circumstances where paragraph 69(1)(a) 
or (c) applies, a taxpayer acquires inventory that is 
owned by the taxpayer in connection with a farming 
business the income from which is computed in ac- 
cordance with the cash method, for the purposes of 
this section an amount equal to the cost to the tax- 
payer of the inventory shall be deemed 


(a) to have been paid by the taxpayer at that time 
and in the course of carrying on that business, 
and 
(b) to be the only amount so paid for the inven- 
tory by the taxpayer, 
and the taxpayer shall be deemed to have purchased 
the inventory at the time it was so acquired. 


History: Subsec. 28(1.1) added by 1994, c. 7, Sch. If (1991, c. 49), 
subsec. 18(3), applicable to taxation years and fiscal periods ending 
after 1990. 


Interpretation Bulletins: IT-427R: Livestock of farmers. 


Forms: T2034: Election to establish inventory unit prices for 
animals. . 


History [former subsec. 28(1.1)]: Former subsec. 28(1.1) re- 


pealed by 1994, c. 7, Sch. IT (1991, c. 49), subsec. 18(2), applicable | 


to fiscal periods beginning after 1988. Former subsec. 28(1.1) had 
read: 


(1.1). Inventory — For the purposes of subsection (1), inven- 
tory owned in connection with a farming business means 
property that would have been included as inventory of the 
business if the income from the business had not been com- 
puted in accordance with the cash method, and includes live- 
stock but does not include animals included in a taxpayer’s 
basic herd (within the meaning assigned by section 29). 


Pre-RSC History [former subsec. 28(1.1)]: Former subsec. 
28(1.1) added by 1988, c. 55, subsec. 14(2), applicable (by 1991, c. 
49 s. 241, deemed to have come into force September 13, 1988) to 
fiscal periods commencing after 1988. 


(1.2) Valuation of inventory — For the purpose 
of paragraph (1)(c) and notwithstanding section 10, 
inventory of a taxpayer shall be valued at any. time at 
the lesser of the total amount paid by the taxpayer at 
or before that time to acquire’it (in this section re- 
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ferred to as its “cash cost”) and its fair market value, 
except that an animal (in this section referred to as a 
‘specified animal’’) that is a horse or, where the tax- 
payer has so elected in respect thereof for the taxa- 
tion year that includes that time or for any preceding 
taxation year, is a bovine animal registered under the 
Animal Pedigree Act, shall be valued 


(a) at any time in the taxation year in which it is 
acquired, at such amount as is designated by the 
taxpayer not exceeding its cash cost to the tax- 
payer and not less than 70% of its cash cost to the 
taxpayer; and 


(b) at any time in a subsequent taxation year, at 
such amount as is designated by the taxpayer not 
exceeding its cash cost to the taxpayer and not 
less than 70% of the total of 


(i) its value determined under this subsection 
at the end of the preceding taxation year, and 


(ii) the total amount paid on account of the 
purchase price of the animal during the year. 


Related Provisions: 85(1)(c.2) — Transfer of-property to corpo- 
ration. by shareholders; 88(1.6) — Winding-up. 


History: Subsec. 28(1.2) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 18(4), applicable to fiscal periods commencing after 
1988. Subsec. 28(1.2) formerly read: 


(1.2) Valuation of inventory — For the purpose of paragraph - 

_(1)(c) and notwithstanding section 10, inventory of a taxpayer 

- shall be valued at any time at the lesser of the amount paid by 
the taxpayer at or before that time to acquire it (in this section 
referred to as its “cash cost’) and its fair market value, except 
that an animal (in this section referred to as a “specified 
animal”) that is a horse or, where the taxpayer so elects in 
respect thereof, is a bovine animal registered under the 
Animal Pedigree Act shall be valued 


(a) at any time in the taxation year in which it is acquired, 
at such amount as is designated by the taxpayer not ex- 
ceeding its cash cost to the taxpayer and not less than 
70% of its cash cost to the taxpayer; and 


(b) at-any time in any subsequent taxation year, at such 
amount as is designated by the taxpayer not exceeding its 
cash cost to the taxpayer, and not less than 70% of its 
value determined under this subsection at the end of the 
preceding taxation year. 


Pre-RSC History: Subsec. 28(1.2) added by 1988, c. 55, subsec. 
14(2), applicable (by 1991, c. 49, s. 241, deemed to have come into 
force September 13, 1988) to fiscal periods commencing after 1988. 


Regulations: 1801, 1802 (valuation of inventory). 
Forms: T2034: Election to establish inventory unit prices for 


animals. 


(1.3) Short fiscal period — For each taxation year 
that is less than 51 weeks, the reference in subsection 
(1.2) to “70” shall -be read as a reference to the num- 
ber determined by the formula 


100 - (30 x i) | 


where f 
A is the number of days in the taxation year. 


Pre-RSC. History: Subsec. 28(1,3) added' by 1988, ¢. 55, subsec. 
14(2), applicable to.taxation years commencing after 1988. 
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(2) Where joint farming or fishing busi- 
ness — Subsection (1) does not apply for the pur- 
pose of computing the income ofa taxpayer for a 
taxation year from a farming or fishing. business car- 
ried on by the taxpayer jointly with. one. or more 
other persons, unless each of the other persons by 
whom the business is jointly carried on has elected 
to have his or her income from the business for that 
year computed in accordance with the cash method. 
Interpretation Bulletins: IT-373R: Farm woodlots and tree 
farms. 


(3) Concurrence of Minister — Where a tax- 
payer has filed a return of income under this Part for 
a taxation year wherein the taxpayer’s income for 
that year from a farming or fishing business has been 
computed in accordance with the cash method, in- 
come from the business for each subsequent taxation 
year shall, subject to the other provisions of this Part, 
be computed in accordance with that method unless 
the taxpayer, with the concurrence of the Minister 
and on such terms and conditions as are specified by 
the Minister, adopts some other method. 

Pre-RSC History: Subsecs..28(2), (3) substituted by 1980-81-82- 
83, c. 48, subsec.13(2), applicable to 1972 et seq. 


Interpretation Bulletins: IT- 373R: Farm woodlots and tree 
farms. 


(4) Non-resident — Notwithstanding subsections 
(1) and (5), where at the end of a taxation year a tax- 
payer who carried on a business the income from 
which was computed in accordance with the cash 
method is non-resident and does not carry on. that 
business in Canada, an amount.equal to the total of 
all amounts-each of which is the fair market value of 
an amount outstanding during the year as or on ac- 
count of a debt owing to the taxpayer that arose in 
the course of carrying on the business and that would 
have been included in computing the taxpayer’s in- 
come for the year if the amount had been received by 
the taxpayer in the year, shall (to the extent that the 
amount was not otherwise included in computing the 
taxpayer’s income for the year or a preceding taxa- 
tion year) be included in computing the taxpayer’s 
income from the business . | 

(a) for the year, if section 114 is not applicable; 

or | 


(b) if section 114 is applicable, for the period or | 


periods referred to in paragraph 114(a) i in respect 
of the year. 


Related Provisions: 28(4.1) — Non-resident; 28(5) — Accounts 
receivable; 128.1(4)(b) — Deemed disposition of property where 
taxpayer ceases to be resident in Canada; 253 — Extended meaning 
of “carrying on business in Canada”. 


History: Subsec.'28(4) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 18(5), applicable with respect to taxpayers who cease to 
reside in Canada or who cease to carry on business in Canada after 
July 13, 1990, Subsec. 28(4), formerly read: 


(4) Change in; residence — Where a taxpayer who, at a 
time when the taxpayer was a resident of Canada, carried on a 
business the income from which was computed in accordance 
with the method authorized by subsection (1) has, on or after 
disposing of or ceasing to carry on the business or a part of 


S. 28(5) 


-.. the: business, ceased to be a resident of Canada in a. taxation 
year, an amount equal to the value, at the time the taxpayer. 
ceased to be a resident of Canada, of 


(a) such part of the property that would have. been in- 
cluded in the inventory of the business or the part of the 
business if the income from the’ business had ‘not been 
computed in accordance with the method authorized by 
subsection (1) as remained the property of the taxpayer at 
the time the taxpayer ceased to be a resident of Canada, 
and 


(b) such part of amounts outstanding at the time the tax- 

_ payer ceased to be a resident of Canada as or on account 
of debts owing to the taxpayer that arose in the course of 
carrying on the business as would have been included in 
computing the taxpayer’s income for the year if the 
amounts had been received by the taxpayer in the year at 
a time when the taxpayer was a resident of Canada, 


“shall be included in computing the taxpayer: s income . 
(c) for the year, if section 114 is not applicable, or 


(d) if section 114 is applicable, for the period or periods 
in the year referred to.in paragraph 114(a). . 


Interpretation. Bulletins: IT-193-SR: Taxable income of rican 
uals resident in Canada during part of a year (Special Release); IT- 
427R: Livestock of farmers. 


(4.1) Idem — Notwithstanding subsection (1), 
where..at any time in a taxation year 
(a) a taxpayer who carried on a business the in- 
come from which is computed in accordance with 
the cash method is non-resident, and 


(b) a property that was inventory owned by the 
taxpayer in connection with the business is not 
used in connection with a business carried on in 
Canada by the taxpayer (other than inventory 
sold in the course of carrying on the business), 


the taxpayer shall (except where this subsection ap- 
plied in respect of the property at ‘an earlier time) be 
deemed to have disposed of the property at that time 
in the course of carrying on the business for pro- 
ceeds of disposition. equal to, its fair market value at 
that time and an amount equal to those proceeds 
shall be included in- computing the’ taxpayer’ S in- 
come from the business 


(c) for the year, if section 114 does not apply, or 


(d) if section 114 applies, for the period or peri- 
_ods in the year referred to in paragraph 114(a). 
Related Provisions: 28(4) — Non-resident; '253 — Extended 

meaning of “carrying on business in Canada”. 


History: Subsec.'28(4.1) added by 1994, c. 7, Sch: II (1991, c. 49), 
subsec. 18(5), applicable with respect to taxpayers who.cease to re- 
side in Canada after July 13, 1990 and with respect to property that 
ceases after July 13, 1990 to be used in connection with a , DUSHIess 
carried on in Canada. 


Interpretation Bulletins: IT-427R: Livestock of farmers. 


(5) Accounts receivable — There shall be in- 
cluded :in:computing the income of a taxpayer fora 
taxation year such part of an amount received by the 
taxpayer in the year, on or after disposing of or ceas- 
ing to carry on’a business or a part of a business, for, 
on account or in lieu of payment of, or‘in satisfaction 
of debts owing to the taxpayer that arose in the 
course of carrying on the business as would have 
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been included in computing the income of the tax- 
payer for the year had the amount so received been 
received by the taxpayer in the course of carrying on 
the business. 


Definitions [s. 28]: “amount”, “business” — 248(1), 253; “Can- 


tory”, “Minister”, “person”, “property” — 248(1); “specified 
animal” — 28(1.2); “taxation year” — 11(2), 249; .“taxpayer” — 
248(1). 

Interpretation Bulletins [s. 28]: IT-156R: Feedlot operators; IT- 
188R: Sale of accounts receivable; IT-433R: Farming or fishing — 
use of cash method; IT-505: Mortgage foreclosures and conditional 
sales repossessions; IT-526: Farming — cash method inventory 
adjustments. 


29. (1) Disposition of animal of basic herd 
class — Where a taxpayer has a basic herd of a 
class of animals and disposes of an animal of that 
class in the course of carrying on a farming business 
in a taxation year, if the taxpayer so elects in the tax- 
payer’s return of income under this Part for the year 
the following rules apply: 


(a) there shall be deducted in computing the tax- 
payer’s basic herd of that class at the end of the 
year such number as is designated by the tax- 
payer in the taxpayer’s election, not exceeding 
the least of 


(i) the number of animals of that class so dis- 
posed of by the taxpayer in that year, 


(ii) ‘io of the taxpayer’s basic herd of that 
class on December 31, 1971, and 


(111) the taxpayer’s basic herd of that class of 
animal at the end of the immediately preced- 
ing taxation year; and 


(b) there shall be deducted in computing the tax- 
payer’s income from the farming business for the 
taxation year the product obtained when 


(i) the number determined under paragraph (a) 
in respect of the taxpayer’s basic herd of that 
class for the year 


is multiplied by 


(ii) the quotient obtained when the fair market 
value on December 31, 1971 of the taxpayer’s 
animals of that class on that day is divided by 
the number of the taxpayer’s animals of that 
class on that day. 


Related Provisions: 28(1)(b) — Optional inclusion of inventory 
in income; 96(3) — Election by members of partnership. 


Forms: T2034: Election to establish inventory unit prices for 
animals. 


(2) Reduction in basic herd — Where a taxpayer 
carries on a farming business in a taxation year and 
the taxpayer’s basic herd of any class at the end of 
the immediately preceding year, minus the deduc- 
tion, if any, required by paragraph (1)(a) to be made 
in computing the taxpayer’s basic herd of that class 
at the end of the year, exceeds the number of animals 
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of that class owned by the taxpayer at the end of the 

year, | , 
(a) there shall be deducted in computing the tax- 
payer’s basic herd of that class at the end of the 
year the number of animals comprising the ex- 
cess, and 


(b) there shall be deducted in computing the tax- 
payer’s income from the farming business for the 
taxation year the product obtained when 


(i) the number of animals comprising the 
excess 


is multiplied by 


(ii) the quotient obtained when the fair market 
value on December 31, 1971 of the taxpayer’s 
animals of that class on that day is divided by 
the number of the taxpayer’s animals of that 
class on that day. 


(3) Interpretation — For the purposes of this sec- 

tion, 3 

(a) a taxpayer’s “basic herd” of any class of ani- 
mals at a particular time means such number of 
the animals of that class that the taxpayer had on 
hand at the end of [the taxpayer’s] 1971 taxation 
year as were, for the purpose of assessing the tax- 
payer’s tax under this Part for that year, accepted — 
by the Minister, as a consequence of an applica- 
tion made by the taxpayer, to be capital proper- 
ties and not to be stock-in-trade, minus the num- 
bers, if any, required by virtue of this section to 
be deducted in computing the taxpayer’s basic 
herd of that class at the end of taxation years of 
the taxpayer ending before the particular time; 


(b) “class of animals” means animals of a particu- 
lar species, namely, cattle, horses, sheep or 
swine, that are 


(i) purebred animals of that species for which 
a certificate of registration has been issued by 
a person recognized by breeders in Canada of 
purebred animals of that species to be the reg- 
istrar of the breed to which such.animals be- 
long, or issued by the Canadian National 
Livestock Records Corporation, or 


(11) animals of that species other than purebred 
animals described in subparagraph (1), 


each of which descriptions in subparagraphs (i) 
and (1i) shall be deemed to be of separate classes, 
except that where the number of the taxpayer’s 
animals described in subparagraph (i) or (ii), as 
the case may be, of a particular species is not 
greater than 10% of the total number of the tax- 
payer’s animals of that species that would. other- 
wise be of two separate classes by virtue. of this 
paragraph, the taxpayer’s animals described in 
subparagraphs (i) and (ii) of that species shall be 
deemed to be of a single class; and 

(c) in determining the number of animals of any 
class on hand at any time, an animal shall not be 
included if it was acquired for a feeder operation, 
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and an animal shall be included only if its actual 
age is not less than, 


(1) in the case of cattle, 2 years, 
(ii) in the case of horses, 3 years, and, 
(iii) in the case of sheep or swine, one year, 


except that 2 animals of a class under the age 
specified in subparagraph (i), (ii) or (iii), as the 

_ case may be, shall be counted.as one animal of 
the age so specified. 


Definitions [s. 29]: “basic herd” — 29(3); “business” — 248(1); 
“capital property” — 54, 248(1); “farming”, “Minister”, “‘per- 
son” — 248(1); “taxation year” —11(2), 249; “taxpayer” — 


248(1). 


Interpretation Bulletins [s. 29]: IT-427R: Livestock of farmers.” 


30. Improving land for farming — Notwith- 
standing paragraphs 18(1)(a) and (b), there may be 
deducted in computing a taxpayer’s income for a 
taxation year from a farming business any amount 
paid by the taxpayer before the end of the year for 
clearing land, levelling land or installing a land 
drainage system for the purposes of the business, to 
the extent that such amount has not been deducted 1 in 
a preceding taxation year. 


Related Provisions: 28(1)(g) — Deduction from farming or fish- 
ing income when using cash method. 


Pre-RSC History: S. 30 substituted by 1988, c. 55, s. 15, applica- 
ble with respect to amounts paid after 1987; and (by 1990, c. 39, s. 
59), where a taxpayer 


(a) claims a deduction under s. 30 in respect of such an amount 
in computing the taxpayer’s income from a farming, business 
for a fiscal period or a taxation year that commences before 
1989, and 


(b) computés income from the farming business for that fiscal 
period or taxation year, as the case may be, under s. 28, 


notwithstanding s. 28, the amount of the deduction described in (a) 
shall be deducted under s. 28 in computing the taxpayer’s income 
for that fiscal period or taxation year, as the case may be, in lieu of 
any other amount deductible under that, section in respect of 
amounts paid after 1987 to which s. 30 applies. S. 30 formerly read: 


30. Clearing land, levelling land. and laying tile drain- : 
- age — Notwithstanding paragraphs 18(1)(a) and (b), there 
may be deducted in computing a taxpayer’s income for a tax- 
ation year from a farming business any amount paid by him 
in the year for clearing land, levelling land or laying tile 
drainage for the purpose of carrying on the farm business. 


Definitions [s. 30]: “amount”, 
“taxation year” — 11(2);.249; “taxpayer” 


“business’’,. “farming” — 248(1); 
— 248(1). 


Interpretation Bulletins [s. 30]:. IT-485: Cost.of clearing or 
levelling land. 


31. (1) Loss from farming where chief source 
of income not. farming — Where a taxpayer’s 
chief source of income for a taxation year is neither 
farming nor a combination of farming and some 
other source of income, for the purposes of sections 
3 and 111 the taxpayer’s loss, if any, for the year 


20a 


' 16, to substitute “$6,250” for “$2,500”, 
 16(2), as amended by 1991, c.'49, s.'242, deemed to have come into 
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from all farming businesses carried on by the tax- 
payer shall be deemed to be the total of 


(a) the lesser of 


(i) the amount by which the total of the tax- 
payer’s losses for the year, determined with- 
out reference to this section and before mak- 
ing any deduction under section 37 or 37.1, 
from all farming businesses carried on by the 
taxpayer exceeds .the total of the taxpayer’s 
incomes for the year, so, determined. from. all 
such businesses, and 


(ii) $2,500 plus the lesser of 


(A) '/ of the amount by which the amount 
determined under subparagraph (i) exceeds 
$2,500, and 


(B) $6,250, and 
(b) the:amount, if any, by which 


(i) the amount that would be determined under 

subparagraph (a)(i) if it were read as though 

the words “‘and before making any deduction 

under section 37 or 37.1’ were deleted, 

exceeds : 

(ii) the amount determined under subpara- 

graph (a)(i). 
Related Provisions: 9(2)— Loss ftom business or property; 
31(1.1) — Restricted farm loss; 53(1)(4) — Addition<to* adjusted 
cost base for non-deductible losses; 53(2)(c)(i)(B) — Adjusted cost 
base of interest in partnership; 87(2.1)(a) — Amalgamation — Re- 
stricted farm loss carried forward; 96(1) — Restricted farm loss of 
partner; 101 — Disposition of land used in farming business of part- 
nership; 111(1)(c) — Carryover of restricted farm losses; 111(9) — 
Restricted farm loss where taxpayer not resident.in. Canada; 
127.52(1)(i)(ii)(B) — Calculation of previous year’s restricted farm 
loss for minimum tax purposes; 128.1(4)(f) — Restricted farm loss 
limitation on becoming ‘non-resident. 


History: The closing words of subsec. 31(1) repealed by 1995, c 
21, subsec. 8(1), applicable to taxation years that end after February 
21, 1994. The closing words. formerly read: 


and for the purposes of this Act the amount, if. any, by which 
the amount determined under subparagraph (a)(i) exceeds the 
amount determined under subparagraph (a)(ii) is the tax- 
payer’s “restricted farm loss” for the year. 


Pre-RSC History: Cl. 31(1)(a)(ii)(B) amended by 1988, c. 55, s. 
applicable (by subsec. 


force September 13, 1988) to fiscal periods commencing after 1988. 


Subparas. 31(1)(a)(@), (b)(i) substituted by 1979, c. 5, s. 9, applica- 
ble to taxation years ending after 1977, Subparas. 31a), (b)(i) 
formerly read: 


(i) the amount by which the aggregate of his losses for the 
year, determined without reference to this section and before 
making any deductions in respect of expenditures described 
in section 37, from all farming businesses carried on by him 

_ exceeds the aggregate of his incomes. for the year, so deter- 
mined from all such businesses, and 


(i) the amount that would be determined under subparagraph 
(a)(i) if it were read as though the words “‘and before making 
any deductions in respect of expenditures described in section 
37” were deleted, 


Subsec. 31(1) substituted by 1973-74, c. 14, s. 7, applicable to 1972 
et seq. 
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Selected Cases [subsec. 31(1)]: Phillips v. Canada, {1997] 1 
C.T.C. 59 (FCTD) (Consideration of psychological, physical and 
professional commitment as well as income and capital levels); 
Moldowan y. The Queen, [1977] C.T.C. 310 (SCC) (Taxpayer’s 
chief source of income determined from reasonable expectations of 
income from various revenue sources and ordinary mode and habit 
of work); McLaws v. The Queen, [1976] C.T.C. 15 (FCTD) (Losses 
from raising racehorses were from business with expectation of 
profit). 

Interpretation Bulletins: IT-302R3: Losses of a corporation — 
the effect that acquisitions of control, amalgamations, and wind- 
ings-up have on their deductibility — after January 15, 1987; IT- 
478R: CCA — recapture and terminal loss. See also list at end of s. 
31. 


Forms [subsec. 31(1)]: T624: Analysis of farm losses. 


(1.1) Restricted farm loss — For the purposes of 
this Act, a taxpayer’s “restricted farm loss” for a tax- 
ation year is the amount, if any, by which 


(a) the amount determined under: subparagraph 
(1)(a)() in respect of the taxpayer for the year 


exceeds 


(b) the total of the amount determined under sub- 
paragraph (1)(a)(ii) in respect of the taxpayer for 
the year and all amounts each of which is an 
amount by which the taxpayer’s restricted farm 
loss for the year is required to be reduced because 
of section 80. meet 

Related Provisions: 80(3)(c) — Reduction in restricted farm loss 


on debt forgiveness; 248(1)“restricted farm loss” — Definition ap- 
plies to entire Act. See also Related provisions to 31(1). 


History: Subsec. 31(1.1) added by 1995, c. 21, subsec. 8(2), appli- 
cable to taxation years that end after February 21, 1994. 


(2) Determination by Minister — For the pur- 
pose of this section, the Minister may determine that 
a taxpayer’s chief source of income for a taxation 
year is neither farming nor a combination of farming 
and some other source of income. 


Selected Cases: R. v. Donnelly, [1998] 1 C.T.C. 23 (FCA) (Dis- 
tinction between country person going to city to supplement farm- 
ing income and city person going to country). 

Definitions [s. 31]: 
ter” — 248(1); “taxation year” 


“amount”, “business”, “farming”, “Minis- 
— 11(2), 249; “taxpayer” — 248(1). 
Interpretation Bulletins [s. 31]: IT-156R: Feedlot operators; IT- 
232R3: Losses — their deductibility in the loss year or in other 


years; IT-262R2 — Losses of non-residents and part-year residents; 
IT-322R: Farm losses; IT-373R: Farm woodlots and tree farms. 


32. (1) Insurance agents and brokers — In 
computing a taxpayer’s income for a taxation year 
from the taxpayer’s business as an insurance agent or 
broker, no amount may be deducted under paragraph 
20(1)(m) for the year in respect of unearned commis- 
sions from the business, but in computing the tax- 
payer’s income for the year from the business there 
may be deducted, as a reserve in respect of such 
commissions, an amount equal to the lesser of 


(a) the total of all amounts each of which is that 
proportion of an amount that has been included in 
computing the taxpayer’s income for the year or.a 
preceding taxation year as a commission in re- 
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spect ofi an insurance contract (other than a life 
insurance contract) that 


(i) the number of days in the period provided 
for in the insurance contract that are after the 
end of the taxation year 


is of 
(ii) the number of days in that period, and 


(b) the total of all amounts each of which is the 
amount that would, but for this subsection, be de- 
ductible under paragraph 20(1)(n) for the year in 
respect of a commission referred to in paragraph 
(a). 
Related Provisions: 72(1)(b) — Reserves, etc. for year of death; 
87(2)§.6) — Amalgamations — continuing corporation. 
History: Subsec. 32(1) substituted by 1994, c. 7, Sch. IL (1991, c: 
49), subsec. 19(1), applicable to taxation years ending after 1990. 
Subsec. 32(1) formerly read: 


32. (1) Insurance agents and brokers — Paragraph 
20(1)(m) does not apply to allow a deduction to an insurance 
agent or broker in respect of unearned commissions but a tax- 
payer may, in computing the taxpayer’s income from a busi- 
ness as an insurance agent or broker for a taxation year, de- 
duct. as a reserve in respect of unearned commissions an 
amount equal to the proportion of an amount that has been 
included in computing the taxpayer’s income for the year or a 
previous year as a commission in respect of an insurance con- 
tract, other than a life insurance contract, that 


(a) the number of days in that portion of the period pro- 
vided for in the insurance contract that is after the end of 
the taxation year, 


is of 
(b) the whole of that period. 
Forms: T2069: Election in respect of amounts not deductible as 


reserves for the year of death. 


(2) Reserve to be included — There shall be in- 
cluded as income of a taxpayer for a taxation year 
from a business as an insurance agent or broker, the 
amount deducted under subsection (1) in computing 
the taxpayer’s income therefrom for the immediately 
preceding year. 


(3) Additional reserve — In computing a tax- 
payer’s income for a taxation year ending after 1990 
from.a business carried on by the taxpayer through- 
out the year as an insurance agent or broker, there 
may be deducted as an additional reserve an amount 
not exceeding 


(a) where the year ends in 1991, 90%, 
(b) where the year ends in 1992, 80%; 
(c) where the year ends in 1993, 70%, 
(d) where the year ends in 1994, 60%, 
(e) where the year ends in 1995, 50%, 
(f) where.the. year ends in 1996, 40%, 
(g) where the year ends in 1997, 30%, 
(h) where the year ends in 1998, 20%, 
(1). where the year ends in 1999, 10%, and 
(j) where the year ends after 1999, 0% 
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of the amount, if any, by which 


(k) the reserve that was deducted by the taxpayer 
under subsection (1) for the taxpayer’s last taxa- 
tion year ending before 1991 

exceeds 
(1) the amount deductible by the taxpayer under 
subsection (1) for the taxpayer’s first taxation 
year ending after 1990, 


and any amount so deducted by the taxpayer for a 
taxation year shall be deemed for the purposes’ of 
subsection (2) to have been deducted for that year 
pursuant to subsection (1). 


Related Provisions: 87(2)(j.6) — Rules seliotble — continuing 
corporation. 


History: Subsec. 32(3) added by 1994, c.'7, Sch. II (1991; 'c. 49), 
subsec. 19(2), applicable to taxation years ending after 1990. 


Definitions [s. 32]: “amount”, “business” — 248(1); 
year” — 11(2), 249; “taxpayer” — 248(1). 


Interpretation Bulletins [s. 32]: IT-321R: iisuarce agents and 
brokers — unearned commissions. 


“taxation 


32.1 (1) Employee benefit plan deductions — 
Where a taxpayer has made contributions to an em- 
ployee benefit plan in respect of the taxpayer’s em- 
ployees or former employees, the taxpayer may de- 
duct in computing the taxpayer’s income for a 
taxation year 


(a) such portion of an amount allocated to the 
taxpayer for the year under subsection (2) by the 
custodian of the plan as does not exceed the 
amount, if any, by which 


(i) the total of all amounts each of which is a 
contribution by the taxpayer to the plan for the 
year or a preceding year . 


exceeds the total of all amounts each of which is 


(11) an amount in respect of the plan deducted 
by the taxpayer in computing the taxpayer’s 
income for a preceding year, or 


(111) an amount received by the taxpayer in the 
year or a preceding year that was a return of 
amounts contributed by the taxpayer to the 
plan; and | 


(b) where.at. the end of the year all of the. obliga- 
tions of the plan to the taxpayer’s employees and 


former employees have been satisfied and no’ 


property of the plan will thereafter be paid to or 
otherwise be available for the benefit of the tax- 
payer, the amount, if any, by which © 


(i) the total of all amounts each of which is a 


contribution by the taxpayer to the plan for the 


year or a preceding year 

exceeds the total of all amounts each of which 1s 
(11) an amount in respect of the plan deducted 
by the taxpayer in computing the taxpayer’s 
income for a preceding year, or, by virtue of 
paragraph (a), for the year, or 
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(111) an amount received by the taxpayer in the 
year or a preceding year that was a return of 
amounts contributed by the taxpayer to the 
plan. 


Related Provisions: 6(1)(a)(ii), 6(1)(g) — Employee benefit plan 
benefits taxable; 12(1)(n) —Employer’s income inclusion — 
amounts received from employees profit sharing plan; 12(1)(n.1).— 
Employee benefit plan; 18(1)(0)— Employee benefit plan contribu- 
tions; 87(2)G.3) — Amalgamation — continuation of corporation; 
107.1 — Distribution by employee trust or employee benefit plan; 


_ 207.6(4) — Deemed contribution. 


Advance Tax Ruling: ATR-17: Employee benefit plan — 
purchase of company shares. 


(2) Allocation — Every custodian of an employee 
benefit plan shall each year allocate to persons who 


have. made contributions to the plan in respect of 


their employees or former employees the amount, if 
any, by which the total of 


(a) all payments made in the year out of or under 
the plan to or for the benefit of their employees or 
former employees (other than the portion thereof 
that, by virtue of subparagraph 6(1)(g)(ii), is not 
required to be included in computing the income 
of a taxpayer), and. 


(b) all payments made in the year out of or under 
the plan to the heirs or the legal representatives of 
their employees or former employees 


exceeds the income of the plan for the year. 
Related Provisions: 32.1(3).— Income of employee benefit plan. 


Pre-RSC History: Subsec.'32.1(2) substituted by 1980-81-82-83, 
c. 140, s.. 15, applicable to the 1980 and subsequent taxation years, 
to add a reference to payments made to the “heirs or the legal repre- 
sentatives of their employees or former employees”. 


(3) Income of employee benefit plan — For the 
purposes. of subsection (2), the income of an em- 
ployee benefit plan fora year 


(a) in the case of a, plan that is a trust, is the 
amount that would be its income for the year if 
section 104 were read without reference to sub- 
sections 104(4) to (24); and 


(b) in any other case, is the total of all amounts 
each of which is the amount, if any, by which a 
payment under the plan by the custodian thereof 
in the year exceeds 


(1) in the case of an annuity, that part of the 
payment determined in prescribed manner to 
have been a return of capital, and 


(ii) in any other case, that part of the payment 
that could, but for paragraph 6(1)(g), reasona- 
bly be regarded as being a payment of a capi- 
tal nature. 


Regulations: 300 (prescribed manner). 


Pre-RSC History [s. 32.1]: S. 32.1 added by 1980-81-82-83, c. 
48, s. 14, applicable with respect to benefits paid under an employee 
benefit, plan after 1979. 


Selected Cases [sS. 32.1]: J.W. Baker Agency (1976) Ltd. v. 
Canada , [1989] 1 C.T.C: 246 (FCA) (Provision intended to permit 
spreading commissions over duration of policies). 
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” se 


Definitions [s. 32.1]: “amount”, “annuity”, “employee benefit 
plan”, “person”, “prescribed”, “property” — 248(1); “taxation 
year” — 11(2), 249. 


Interpretation Bulletins [s. 32.1]: IT-502: Employee benefit 
plans and employee trusts. 


33. [Repealed under former Act] 


Pre-RSC History: S. 33 repealed by 1988, c. 55, s. 17, applicable 
to taxation years and fiscal periods commencing after June 17, 1987 
that end after 1987, except that the repeal of subsec. 33(2) is appli- 
cable with respect to taxation years and fiscal periods after the first 
taxation year or fiscal period that commences after June 17, 1987 
and ends after 1987. S. 33 formerly read: 


33. (1) Lending of money. on security — In computing the 
income for a taxation year of a taxpayer whose business in- 
cludes the lending of money on the security of a mortgage, 
hypothec or agreement of sale of real property, there may be 
deducted as a reserve, in lieu of any deduction under para- 
graph 20(1)(1), such amount as the taxpayer may claim not 
exceeding the lesser of 


(a) the aggregate of 
(i) 1'2% of the lesser of 
(A) the aggregate of 


(I) each amount outstanding at the end of the 

year as or on account of the amortized cost 
of loans made by the taxpayer on the secur- 

ity of a mortgage, hypothec or agreement for 
sale of real property, or as or on account of 
the amortized cost of any such mortgage, 

hypothec or agreement for sale purchased by 

him, 

(If) each amount due and unpaid at the end 
of the year as or on account of interest paya- 

ble to the taxpayer under a mortgage, hy- 

pothec or agreement for sale of real 

property, 

(Il) each amount that has been taken into 
account in computing the income of the tax- 

payer for the year as or on account of the 

value of real property of the taxpayer that 
was included in the inventory of the tax- 

payer at the end of the year and that was ac- 

quired, by foreclosure or otherwise, after de- 

fault made under a mortgage, hypothec or 
agreement for sale of real property (other- 

wise than as or on account of the value of 
real property in respect of which any amount 
for the year has been included under sub- 

clause (I) or (II)), and 


(IV) where a taxpayer is a corporation li- 
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(ii) 1% of the amount, if any, by which the aggregate 
referred to in clause (i)(A) exceeds the amount re- 
ferred to in clause (i)(B); and 


(b) the amount, if any, deducted under this subsection as 
a reserve in computing the taxpayer’s income for the im- 
mediately preceding taxation year plus '/; of the amount 
determined under paragraph (a); 


but no deduction may be made under this subsection asa re- 
serve in respect of loans made on the security of a mortgage 
or hypothec under the National Housing Act or any of the 
Housing Acts as defined in section 2 of the Canada Mortgage 
and Housing Corporation Act or in respect of a debt deducted 
as a bad debt under paragraph 20(1)(p) in computing the tax- 
payer’s income for the year or a preceding taxation year. 


(2) Reserve to be included — There shall be included as 
income of a taxpayer for a taxation year from a business de- 
scribed in subsection (1), the amount deducted under that 
subsection as a reserve in computing his income: therefrom 
for the immediately preceding year. 


(3) Amortized cost of an obligation — In this section, “‘am- 
ortized cost” of a bond, debenture, mortgage, hypothec or 
agreement for sale at any time means the amount, if any, by 
which the aggregate of 


(a) the cost to the taxpayer of acquiring the bond, deben- 
ture, mortgage, hypothec or agreement for sale, and 


(b) the portion of the amount, if any, by which 


(i) the principal amount of the bond, debenture, 
mortgage, hypothec or agreement for sale at the time 
it was acquired by the taxpayer ; 


exceeds 
(ii) the cost thereof to the taxpayer of acquiring it 


that was included in computing the taxpayer’s income for 
any taxation year ending at or before that time, 


exceeds the aggregate of 
(c) the portion of the amount, if any, by which 


(i) the cost to the taxpayer of acquiring the bond, de- 
benture, mortgage, hypothec or agreement for sale, 


exceeds 


(ii) the principal amount thereof at the time it was 
acquired by the taxpayer 


that was deducted in computing the taxpayer’s income 
for any taxation year ending at or before that time, and 


(d) the aggregate of all amounts that, before that time, the 
taxpayer became entitled to receive as or on account or in 
lieu of payment of or in satisfaction of the principal 
amount of the bond, debenture, mortgage, hypothec or 
agreement for sale. 


censed or otherwise authorized under the 
laws of Canada or a province to carry on in 
Canada the business of offering to the public 
its services as trustee, each amount outstand- 
ing at the end of the year as or on account of 
the- amortized cost of a bond or debenture 
(other than a bond or debenture that matures 
within | year after that time) owned by the 
taxpayer at that time and held by it in re- 
spect of money received by it in trust for in- 
vestment subject to a guarantee by it in re- 
spect of the repayment of the principal or the 
payment of interest, or both, and each 
amount due and unpaid as or on account of 
interest payable in respect of such bond or 
debenture to the corporation, and 


(B) $2,000,000,000, and 


All that portion of subsec. 33(1) following para. (b) substituted by 
1987, c. 46, s. 9, to add “or in respect of a debt deducted as a bad 
debt under paragraph 20(1)(p) in computing the taxpayer’s income 
for the year or a preceding taxation year’, applicable to taxation 
years ending after January 15, 1987. 


Para. 33(1)(a) substituted by 1974-75-76, c. 26, subsec. 12(1), appli- 
cable to 1974 et seq. Para. 33(1)(a) formerly read: 


(a) 1'2% of the aggregate of 


(i) each amount outstanding at the end of the year as or 
on account of the principal amount of loans made by the 
taxpayer on the security of a mortgage, hypothec or 
agreement of sale of real property, or as or on account of 
the principal amount of any such mortgage, hypothec or 
agreement of sale purchased by him, 


(i1) each amount due and unpaid at the end of the year as 
or On account of interest payable to the taxpayer under a 
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mortgage, hypothec or agreement of sale of real property, 
and 


(iii) each amount that has been taken into account in 
computing the income of the taxpayer for the year as or 
on account of the value of real property of the taxpayer 
that was included in the inventory of the taxpayer at the 
end of the year and that was acquired, by foreclosure or 
otherwise, after default made under a mortgage, hypothec 
or agreement of sale of real property (otherwise than as 
or on account of the value of real property in respect of 
which any amount for the year has been included under 
subparagraph (i) or (11)); and 


of account of an international banking centre business after July 13, 
1990. 


Regulations: 7900 (prescribed financial institution). 


“eligible loan’’, at any particular time, means 


(a) a loan or deposit (in this paragraph referred to 
as a “loan”) made by a taxpayer that is a pre- 
scribed financial institution to a non-resident per- 
son (in this paragraph referred to as the “bor- 
rower’) with whom the taxpayer is dealing at 
-arm’s length at the particular time, where 


Subsec. 33(3) added by 1974-75-76, c. 26, subsec, 12(2), applicable 
to 1974 et seq. 


33.1 (1) International banking centres — defi- 
nitions — In this section, 


“eligible deposit’, at any.particular time, means a 
debt owing at the particular time by a taxpayer that is 
a prescribed financial institution as or on account of 
an amount deposited with the taxpayer by 


(a) a non-resident person with whom the taxpayer 
is dealing at arm’s length at the particular time, 
where 


(i) at the particular: time, the deposit is re- 
corded in the books of account of an interna- 
tional banking centre business of the taxpayer, 


(11) at the particular time, the taxpayer is not 
obligated, either immediately or in the future 
and either absolutely or contingently, to repay 
any portion of the debt to a person other than 
a non-resident person, and . 


(iii) before the: deposit. was recorded in the 
books of account of the international banking 
centre business, the taxpayer made reasonable 
inquiries and had no reasonable cause to be- 
lieve that any portion of the amount was de- 
posited on behalf of, for the benefit of or as a 
condition of any transaction with, a person 
(other than a non-resident person with whom 
the taxpayer was dealing at arm’s length), or 


(b) another prescribed financial institution with 
whom the taxpayer is dealing at arm’s length at 
the particular time, where 


(i) at or before the time at which the deposit 
was made, the prescribed financial institution 
provided written notice to the taxpayer that 
the deposit was being made from deposits re- 
corded in the books of account of an interna- 
tional banking centre business of that pre- 
scribed financial institution, and 


(ii) a reasonable rate of interest is paid or pay- 
able by the taxpayer in respect of the deposit; 


Related Provisions: 212(1)(b)(xi) — Non-resident withholding 
tax — exemption. 


History: Subpara. (a)(iii) of the definition “eligible deposit” in sub- 
sec. 33.1(1) amended by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
20(1), to substitute “(other than a non-resident person with whom 
the taxpayer was dealing at arm’s length)” for “other than a non- 
resident person”, applicable to deposits first recorded in the books 
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(i) at the particular time, neither a person 
other than a non-resident person nor a person 
with whom the taxpayer is not dealing at 
arm’s length is obligated to the taxpayer, ei- 
ther immediately or in the future and either 


absolutely or contingently, to ‘pay to the tax- 


payer any amount in respect of the loan, 


- (ii) the loan was recorded in the books of ac- 


count of an international banking centre busi- 
ness of the taxpayer throughout the period 
commencing with the later of 


(A) the time at which the loan was made, 
and 


(B) the earliest of 


(I) the time at which the loan was first 
recorded in the books of account of a 
branch or office of the taxpayer located 
in Canada, 


(II) the end of the first taxation year in 
respect of which the taxpayer has made 
any designation under subsection (3), 
and 


(II) the end of 1992 
and ending at the particular time, 


(iii) in the case of a loan made before the end 
of the first taxation year in respect of which 
the taxpayer has made any designation under 
subsection (3) (other than a loan recorded in 
the books of account of an international bank- 
ing centre business of the taxpayer at the time 
at which the loan was made) or a loan made to 
a foreign bank, the taxpayer made. reasonable 
inquiries before the loan was recorded in the 
books of account of the international banking 
centre business and had no reasonable cause 
to believe that the borrower had used or would 
use any proceeds of the loan, directly or indi- 
rectly, for the purpose of 


(A) earning income in Canada, or 
(B) making a loan to a person other than a 
non-resident person, and 


(iv) in the case of any other loan, the taxpayer, 
before the loan was recorded in the books of 
account of the international banking centre 
business, 


(A) obtained a statement signed by or on 
behalf of the borrower that the borrower 


S. 33.101) eli 


would not use any proceeds of the loan, di- 
rectly or indirectly, for a purpose Se 
in subparagraph (iii), and 


(B) had no reasonable cause to believe that 
the borrower, would use any proceeds of 
the loan, directly or indirectly, for a pur- 
pose described in subparagraph (iii), 
(b) a loan acquired, by a taxpayer that is. a pre- 
scribed financial institution from a foreign bank 
with which the taxpayer is not dealing at arm’s 
length at the time the loan was acquired, where 
the conditions described in subparagraphs (a)(i) 
to (iil) are met at the particular time, or 


(c) a deposit made bya taxpayer that is a pre- 
scribed financial institution with another pre- 
scribed financial institution with whom the tax- 
payer is dealing at arm’s length at the particular 


time where, at or before the time at which the de- 


posit was made, the taxpayer provided written 
notice to the prescribed financial institution that 
the deposit was being made from deposits re- 
corded in the books of account of an international 
banking centre business of the taxpayer; 


Regulations: 7900 (prescribed financial institution). 


“foreign bank” has the meaning that would be as- 
signed by the definition “foreign bank” in subsection 
2(1) of the Bank Act if that definition were read 
without reference to paragraph (g) thereof; 


‘non-resident person” at any time, with respect to a 
taxpayer, includes a person that. the taxpayer, based 
on reasonable inquiries, believes at that time to be a 
person not resident in Canada. 


(2) Interpretation — For the purposes of this sec- 
tion, 


(a) a partnership shall be deemed to. be a person; 


(b) where a member of a partnership and a person 
do not deal with each other at arm’s length, the 
partnership and the person shall be deemed not to 
deal with:each other at arm’s length; 


(c) a partnership is a non-resident person only 
where all of its members are non-resident per- 
sons; and 


(d) a deposit made by or to a non-resident person 
or a loan made to a non-resident person does not 
include.a deposit made by or to, or a loan made 
to, as the case may be, a fixed place of business 
in Canada of the non-resident person. 


(3) Designation and exemption — Where a tax- 
payer that was, throughout a taxation year, a pre- 
scribed financial institution has designated in respect 
of the year, by filing a prescribed form with the Min- 
ister on or before the day that is 90 days after the 
commencement of the year, a branch or office of the 
taxpayer in the metropolitan area of Montreal in the 
Province of Quebec or in the metropolitan area of 
Vancouver in the Province of British Columbia as a 
branch or office in which an international banking 


Income Tax Act, Part I, Div. B 


centre business of the taxpayer is to be carried on 
and has not revoked that designation by filing a pre- 
scribed form with the Minister on or before that day, 
in computing the income of the taxpayer for the year 
no amount shall be added or deducted in respect of 
the taxpayer’s income or loss, as the case may be, for 
the year from. the international banking centre 
business. 

Related Provisions: 33.1(5) — Restriction; 33.1(6) — Election; 


33.1(7) — Election restriction; 33.1(12) — Return; 87(2)(j.8) — 
Amalgamations — continuing corporation. 4.3: 


Regulations: 7900 (prescribed financial institution). 


Forms: T781: Designation as an international banking centre; 
T781-C: Revocation. oF i desenauon, as an internaLlopal banking 
centre. 


(4) Income or loss aise an piptervational 
banking centre business — Subject to subsec- 
tion (5), the amount of a taxpayer’s income or loss, 
as the case may be, for a taxation year from an inter- 
national banking centre business shall be determined 
on the assumption that 


(a) the international banking centre business was 
a separate business carried on by the taxpayer the 
only income or loss of. which was derived from 
eligible loans for the period in the year during 
which they were recorded in the books of account | 
_ of the business; and 


(b) the only amount payable: for. the year by the 
taxpayer in respect of interest on.money_ bor- 
rowed for the purpose of earning income from the 
business was equal to the total of 


' (i) the total of all amounts each of which is the 
interest payable by the taxpayer in respect of 
an eligible deposit for the period in the year 
during which it was recorded in the books of 
account ofthe business; and 


(ii) the amount equal to that proportion of 


(A). the total of all amounts each of which 

is the amount determined in respect of a 

day in the year equal to the amount, if any, 
_ by which 


(1) 96% of the total of all amounts each 
of which is the amount outstanding on 
account of the principal amount of an 
eligible loan recorded in the books of 
account of the business at the end of the 
day 


exceeds 


(ID) the total of all amounts each of 
which is the amount outstanding on ac- 
count of the principal amount of an eli- 
gible deposit recorded. in the books of 
account of the business at the end of the 
day 


that 


(B) the total determined under. subpar 
graph (i) 
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is of . ie 
(C) the total of all amounts each of which 


is the amount outstandingon account of 
the principal amount of an eligible deposit 


recorded in the books of account of the | 


business at the end of a day in the year. 
Related Provisions: 33.1(6) — Election; 33.1(10) — No deduc- 
tion permitted; 33.1(11) — Rules clarifying application of provi- 
sion; 87(2)(j.8) — Amalgamations — continuing corporation. 


(5) Restriction — A taxpayer’s income for a taxa-_ 


tion year from an international banking centre busi- 
ness shall not exceed that proportion of such income 
determined. in accordance with subsection (4) that 


(a) the total of all amounts each of which is an 
amount determined in respect:of a day in the year 
equal to the lesser of 


(i) 96% of the total of all amounts each of 
which is the amount outstanding on account 
of the principal amount of an eligible loan re- 
_corded in the books of account of the business 
at the end of the day, and 
(i1) the total of all amounts each of which is 
the, amount. outstanding.on.account. of the 
principal. amount of an eligible deposit re- 
corded in the books of account of the business 
at the end of the day 
is of 
(b) 96% of the total of all amounts each of which 


is the amount outstanding on account of the prin- 


cipal amount of an eligible loan recorded in the 

books of account of the business at'the end of a 

day in the year. : ‘pe 
Related Provisions: 33.1(6) — Election. 


(6) Election — For the purposes of subsections (4) 
and (5), where a taxpayer so elects in the taxpayer’s 
return of income for a taxation year or in a pre- 
scribed form filed with the Minister within 90 days 
after the day of mailing of a notice of assessment for 
the year or a notification that no tax is payable for 
the year, an eligible deposit recorded in the books of 
account of an international banking centre business 
of the taxpayer at the end. of a day in the: year ‘shall 
be deemed not to have been recorded at any time in 
the day in the books of account’of that business and 
shall be deemed to have been recorded throughout 


that day in the books of account of another interna- | 


tional banking centre business of the taxpayer desig- 
nated by the taxpayer in the election. 


Related Provisions: 33.1(7) — Election restriction. 


Forms: T781-B: Election re deemed transfers of eligible deposits 
between international banking centres. 


(7) Election restriction — A taxpayer may elect, 


as provided in subsection (6), only in respect of eli- 


gible deposits recorded in the books of account ‘of an — 


international banking centre business at the end of a 
day to the extent that the total of those deposits ex- 
ceeds 96% of the total of all amounts outstanding on 
account of the principal amounts of eligible loans re- 


S. 33.1(11)(a) 


corded in the books of account, of the business at the 
end of the day. 


History: Subsec. 33.1(7) amended by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 20(2), to substitute “96% of the total” for “the: total’, 
applicable to taxation years commencing after December 17, 1987. 


(8) Limitation — In computing the income of a tax- 
payer for a taxation year, an amount paid or payable 
by the taxpayer on a deposit for the period in the 
year during which it’ was.an eligible deposit shall, 
notwithstanding any other provision of this Act, be 
deductible only in computing the income or loss of 
the taxpayer from an international banking centre 
business. 


(9) Exception — Where less than 90% of the reve- 
nue of a taxpayer for a taxation year from loans or 
deposits for the period in the year during which they 
were recorded in the books of account of an interna- 
tional banking centre business was derived from eli- 
gible loans in respect of which employees of the tax- 
payer ‘actively participated in the solicitation, 
negotiation, analysis or management thereof while 
employed at a branch or office designated under sub- 
section (3) as a branch or office in which an interna- 
tional banking centre business of the taxpayer is to 
be carried on, the amount, if any, of the taxpayer’s 
income for the year from the international banking 
centre business shall, notwithstanding subsection (3), 
be included in computing the taxpayer’s income for 
the year. 


(10) No deduction permitted — Notwithstanding 
any other provision of this Act, in computing the, in- 
come of a taxpayer no deduction shall be made in 
respect of any amount paid or payable in respect of 
indebtedness of the taxpayer to any person where, 
under an arrangement of which the taxpayer was 
aware or ought to have been aware at the time the 
indebtedness was incurred by the taxpayer, any por- 
tion of the indebtedness may reasonably be regarded 
as having been provided directly or indirectly from 
proceeds of a loan recorded in the books of account 
of an international banking centre business of a pre- 
scribed financial institution and any person has, in 
respect of that loan, signed a statement described in 
subparagraph (a)(iv) of the definition “eligible loan” 
in subsection (1). 


Regulations: 7900 (prescribed financial institution). 


(11) Application — For greater certainty, 


(a) where at any time a loan or deposit of a tax- 
payer ceases to be an eligible loan otherwise than 

by virtue of its disposition to another person, the 
taxpayer shall be deemed to have disposed of the 
loan or deposit in the course of carrying on an 
international banking centre business and to have 
received proceeds of disposition therefor equal to 
the fair market value of the loan or deposit at that 
time and to have reacquired the loan or deposit 
immediately after that time at a cost equal to its 
fair market value at.that time; 
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(b) a taxpayer’s loss for-a taxation year from an 
international banking centre business’ shall not be 
included in determining the taxpayer’s non-capi- 
tal loss forthe year; and 


(c) the amount, if any, by which 


(i) the amount that would be a taxpayer’s in- 
come for:a taxation year from an international 
banking centre business if this section were 
read without reference to subsection 6) 


exceeds 


(ii) the taxpayer’s income for the year from 
the international banking centre business 


shall be added in computing the income of the 
taxpayer for the year. 


Related Provisions: 54“superficial loss”(c) — Superficial loss 
rule does not apply. 


(12) Return — Every taxpayer that has: in respect 
of a taxation: year, designated a branch or office 
under subsection (3) as. a branch or office.in which 
an international: banking centre business of the. tax- 
payer is to be carried on shall, within six. months af- 
ter the end of the year, file with the Minister a return 
in. prescribed form. containing». prescribed 
information. | ; 

Forms: T781-A: International banking centre information return. 


Pre-RSC History [s. 33.1]: S. 33.1 added by 1987, c. 46, s. 10, 
applicable with respect to taxation years commencing after Decem- 
ber 171987. 


Definitions [s. 33.1]: “amount” — 248(1); “arm’s length” — 
251(1); “assessment”, “borrowed money”, “business” — 248(1); 
“carrying on business” -— 253; ‘eligible deposit”, “eligible loan” — 
33.101); “employed” — 248(1); “foreign bank” —.33.1(1);. “Minis- 
ter” —— 248(1); lens ani tak loss” — 111(8), 248(1);.“‘non-resi- 
dent” — 33.1(1), 248(1);.“‘office’, “person”, “prescribed”, “‘princi- 
pal amount” — 248(1); < ‘person’. — 33.1(2), 248(1); “resident in 
Canada” — 250; “taxation year” — 249; “taxpayer” — 248(1). 


9 66 


34. Professional business — In computing the 
income of a taxpayer for a taxation year from a busi- 
ness that is the professional practice of an account- 
ant, dentist, lawyer, medical doctor, veterinarian or 
chiropractor, the following rules apply: 


(a) where the taxpayer so elects. in the taxpayer’s 
return of income under this Part for the. year, 
there shall not be included any amount in respect 
of work in progress at the.end of the year; and 


(b) where the taxpayer has made an election 
under. this section; paragraph (a) shall apply in 
computing the taxpayer's income from the busi- 
ness. for all subsequent taxation years unless the 
taxpayer, with. the concurrence of the Minister 
and.on such terms and, conditions as are specified 
by the Minister, revokes the election, to. have that 
paragraph apply. 
Related: Provisions: 10(4)(a)— Sihudtion of work in progress; 
10(S)(a) —.Work in progress deemed.to be inventory; 23(3) — Ref- 
erence to property included in inventory; 34.2(2)(b) — Election 
deemed to have been made for purposes of 1995 stub period in- 
come; 70(2)— Rights or things included in income on death; 
96(3) — Election by members of partnership. 


Income Tax Act, Part I, Div. B 


Pre-RSC History: S. 34 substituted by 1985, c. 45, subsec. 13(1), 
applicable to 1985 et seq, S. 34 formerly read: 


34.'(1) Professional business — In computing the income 
of a taxpayer for a taxation year from a business that is the 
professional practice of an accountant, dentist, lawyer, medi- 
cal. doctor, veterinarian or chiropractor, the following rules 


apply: F 
(a) paragraph 12(1)(b) is not applicable; 


(b) every amount that becomes receivable by him in the 
year in respect of property sold or services rendered in 
the course of the business shall be included; © 


(c) for the purposes of paragraph (b), an amount shall be 
deemed to have become receivable in respect of services 
rendered in the course of the business on the day that is 
the earliest of 


(i) the day upon which the account in respect ci the 
services was rendered, 


(ii) the day upon which the account in respect of 
those services would have been rendered had there 
been no undue delay in rendering the account in re- 
spect of the services, and 


(iii) the day upon which the taxpayer_was paid for 
the services; and 


(d) where the taxpayer so elects in his return of income 
under this Part for the year, no amount shall be included 
in respect of work in progress atthe end of the taxation 
year, except as otherwise provided by this section. 


2) Application of para. (1)(d) where election made — 
Where a taxpayer has elected that paragraph (1)(d) be appli- 
cable in computing his income for a taxation year from a bus- 
iness that is the professional practice of an accountant, den- 
tist, lawyer, medical doctor, veterinarian or chiropractor, that 
paragraph shall apply in computing his income from the. busi- 
ness for all subsequent taxation years unless the taxpayer, 
with the concurrence of the Minister and upon such terms and 
conditions as are specified by the Minister, revokes his elec- 
tion to have that paragraph apply. — 


All that portion of subsec. 34(1) preceding para. (a) substituted by 
1980-81-82-83,.c. 140, subsec.. 16(1), applicable. with respect to 
1983 et seq. That portion formerly read: 


34. (1) In computing the income of a taxpayer for a taxation 
year from a business that is a profession, the following rules 


apply: 
Subsec. 34(2) substituted: by. 1980-8 1-82-83, c. “140; subsec. 16(2), 
applicable with respect to 1983 et seg. Subsec. 34(2) formerly read: 


(2) Where a taxpayer has elected that paragraph (1)(d) be ap- 
plicable in computing his income for a taxation year from a 
business that is a profession, that paragraph shall apply in: 
computing his income from the business for all subsequent , 
taxation years unless the taxpayer, with the concurrence of 
the Minister and upon such terms and conditions as are speci- 
fied by the Minister, revokes his election to have that para- 


graph apply. 
Para. 34(1)(a) substituted re 1973-74, c. 14, s. 8, pL D to age 
et seq. 


Definitions [s. 34]: “amount”, “business” — 248(1); “awyer” — 
232(1), 248(1); “Minister”, “property” — 248(1); “taxation 
year” —11(2), 249; “taxpayer” — 248(1). : 


1.T. Application Rules [s. 34]: 23(3)- (5) (where business carried 
on since before 1972). 


Interpretation Bulletins [s. 34]: IT- 188R: Sale of accounts re- 
ceivable; IT-189R2: Corporations used by practising members of 
professions; IT-212R3: Income of deceased persons — rights or 
things; IT-278R2: Death of a partner or-of a retired partner; IT- 
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457R: Election by professionals to exclude work in progress from 
income; IT-471R: Merger of partnerships. 


Forms [s. 34]: T2032: Statement of professional activities.” 


34.1 ) Additional business. income. [off- 
calendar fiscal period] — Where 


(a) an individual (other than a testamentary trust) 
- Carries on a business in a taxation year, 


(b) a fiscal period of the business begins in the 
year and ends after the end of the year (in this 
subsection Eeforted to as the “‘particular period’), 
and ic 


‘(c) the individual has elected under subsection 
249.1(4) in respect of the business and the elec- 
tion has not been revoked, 


there shall be included in computing the individual’s 
income for the year from the business, the amount 
determined by the formula 


C. 
3 ONE) 


where. 


A is the total ée the individual’s income from the 
business for the fiscal periods of the business that 
end in the year, 


B is the lesser of 


(i) the total of all amounts each of which is an 
amount included in the value of A in respect 
of the business and that is deemed to be a tax- 
able capital gain for the purpose of section 
110.6, and 


(ii) the total of all amounts deducted under 
section 110.6 in computing the individual’s 
taxable income for the year, 


C is the number of days on which the individual 
carries on the business that are both in the year 
and in the particular period, and 


D_ is the number. of days on which the individual 
carries on the business that are in fiscal periods of 
the business that end in the year. 

Related Provisions: 11(1) — Determination of income from fis- 

cal period of proprietor; 34.1(3) — Offsetting deduction in follow- 

ing year; 34.1(4) — Effect on 1995 stub period; 34.1(7).— Maxi- 
mum December 31, 1995 income; 34.1(8)— No additional 

inclusion on death, bankruptcy or cease of business; 96(1.1), 

(1.6) — Allocation of share of income to retiring partner; 257 — 

Formula cannot calculate to less than zero. 


(2) Additional income election — Where 


(a) an individual (other than a testamentary trust) 
begins carrying on a business in a taxation year 
and not earlier than the beginning of the first fis- 
cal period of the business that begins in the year 
and ends after the end of the year (in this subsec- 
tion referred to as the “particular period’), and 


(b) the individual has elected under subsection 
249.1(4) in respect of the business and the elec- 
tion has not been revoked, 


' cember: 31, 


S. 34.1(4) 


there shall be included in computing the individual’s 
income for the year from the business the lesser of 


(c) the amount designated in the individual’s re- 
turn of income for the year, and 


(d) the amount determined by the formula 


¢ 41° 
A-B 


where 


A is the individual’s income from the business 
for the. particular period, 


Bis the lesser of 


(i) the total of all amounts each of which is 
an amount included in the value of A in re- 
spect of the business and that is deemed to 
be a taxable capital gain for the purpose of 
section 110.6, and 


(ii) the total of all amounts deducted under 
section 110.6 in computing the individ- 
ual’s taxable income for the taxation year 
that includes the ane of the’ particular 
period, 


Cis the number of days on which the individual 
catries on the business that are both in the 
year and in the particular period, and 


D is the number of days on which the individual 
carries on the business that are in the particu- 
lar period. 

Related Provisions: 34.1(3) — Offsetting deduction in following 
year; 34.1(5) — Effect on 1995 stub period; 34.1(6) — Deemed De- 
1995 income; 34.1(8) — No. additional inclusion’ on 
death, bankruptcy or cease of business; 96(1.1), (1.6) — Allocation 
of share of income to retiring partner; 257 —~ Formula cannot calcu- 
late to less than zero. 


(3) Deduction — There shall be dedustad in com- 
puting an individual’s income for a taxation year 
from a business the amount, if any, included: under 
subsection (1) or (2) in computing the individual’s 
income for the preceding taxation year from the 
business. — 


(4) Deemed December 31, 1995 income — For 
the purpose of section 34.2, where 


(a) at the end of 1994 an individual carried on a 
particular business no fiscal period of which en- 
ded at that time, and 


(b) an amount is included under subsection (1) in 
computing the individual’s income for the 1995 
taxation year in respect of 


(i) the particular business, or 


(ii) another business that would, if subsection 
34.2(3) applied for the purpose of this subpar- 
agraph, be included in the particular business, 


subject to subsection (7), the December 31, 1995 in- 
come of the individual in respect of the particular 
business or the other business, as the case may be, is 
deemed to be the amount that would have been so 
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included if the descriptions of A and B in subsection 
(1) were read as follows: 


“A is the total of the individual’s income from 
the business for the fiscal periods of the bus- 
iness that end in the year (determined as if 
paragraphs 34.2(2)(a) to (d) applied in com- 
puting that income), 

Bis the lesser of 


(1) the total of all amounts each of which 
is.an amount included in the value of A 
in respect of the business and that 1s 
deemed to be a taxable capital gain for 
the purpose of section 110.6, and 


(ii) the total of the maximum amounts 
deductible under section 110.6 in com- 
puting the individual’s taxable income 
for the year,”’. 


(5) Deemed December 31, 1995 income — For 
the purpose of section 34.2, where 


(a) at the end of 1994 an individual carried on a 
particular business no fiscal period of which en- 
ded at that time, and 


(b) an amount is included under subsection (2) in 
computing the individual’s income for the 1995 
taxation year in respect of another business that 
would, if subsection 34.2(3) applied for the pur- 
pose of this paragraph, be included in the particu- 
lar business, 


the December 31, 1995 income of the individual in 
respect of the other business is deemed to be the 
amount that would have been so included if the de- 
scriptions of A and B in paragraph (2)(d) were read 
as follows: 


‘A is the individual’s income from the business 
for the particular period (determined as if 
paragraphs 34.2(2)(a) to (d) applied in com- 
puting that income), 


B is the lesser of 


(i) the total of all amounts each of which 
is an amount included in the value of A 
in respect of the business and that is 
deemed to be a taxable capital. gain for 
the purpose of section 110.6, and 


(ii) the total of the maximum amounts 
deductible under section 110.6 in com- 
puting the individual’s taxable income 
for the taxation year that includes the end 
of the particular period,”’. 


(6) Deemed December 31, 1995 income — For 
the purpose of section 34.2, where 


(a) at the end of 1995 an individual carries on a 
business as a member of a partnership no fiscal 
period of which ended at the end of 1994, 


(b) the business was carried on by a professional 
corporation as a member of the partnership at the 
end of 1994, 
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(c) the professional corporation transferred its in- 
terest in the partnership to the individual before 
the end of 1995, 


(d) the individual is a practising member of the 
professional body under the authority of which 
the professional corporation: genes the: 
profession, 


(e) the individual was a specified ahaecholder of 
the professional corporation immediately. before 
the transfer, 


(f) the professional corporation does not have a 
share of the income or loss of the partnership for 
the first fiscal period of the partnership that ends 
after the end of 1995, and 


(g) an amount is included under subsection (2) in 
computing the individual’s income for the. 1995 
taxation year in respect of the business, 


the December 31, 1995 income of the individual in 
respect of the business is deemed to be the amount 
that would have been so.included if the descriptions 
of A and B in paragraph (2)(d) were read as follows: 


“A is the individual’s income from the business 
for the particular period (determined as. if 
paragraphs 34.2(2)(a) to (d) apRNeda in,com- 
puting that income), 


Bis the lesser of 


(i) the total of all amounts each of which 
is an amount included in the value of A 
in respect of the business and that is 
deemed to be a taxable capital gain for 
the purpose of section 110.6, and 


(ii) the total of the maximum amounts 
deductible under section 110.6 in com- 
puting the individual’s taxable income 
for the taxation year that includes the end 
of the particular period,” 


and, for the purpose of computing the values. of C 
and D in paragraph (2)(d), the individual is deemed 
to carry on the business on. the days on which the 
corporation carried on the business. 


(7) Maximum December 31, 1995 income — 
Where an amount was included under subsection (1) 
in computing an individual’s income for the £995 
taxation year from a business and 


(a) the individual’s December 31, 1995 income 
otherwise determined under subsection (4) in re- 
spect of the business for the purpose. of section 
34.2 


exceeds 


(b) the amount that. would be described under 
paragraph (a) if the descriptions of A, B and D in 
subsection (1) were read. as. follows: 


“Ais the individual’s income from the busi- 
ness for the particular period (determined 
as if paragraphs 34.2(2)(a) to (d) applied 
in computing that income), 
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Bis the lesser of 


(i) the total of all amounts each of 
‘which is an amount included in the 
value of A in respect of the business 
and that is deemed to be a taxable 
capital gain for the purpose of section 
110.6, and . 


(ii) the total of the maximum amounts 
deductible under section’ 110.6 in 
computing the individual’s taxable in- 
come for the taxation year that in- 
cludes the end of the particular 
period, 

D is the number of days on which the indi- 
vidual carries on the business that are in 
the particular period.” 

for the purpose of applying subsection 34.2(4) to the 
1996 and subsequent taxation years, the December 
31, 1995 income of the individual in respect of the 
business is deemed to be the amount determined 
under paragraph (b). 


(8) No additional income inclusion — Subsec- 
tions (1) and (2) do not apply in computing an indi- 
vidual’s income for a taxation year from a business 
where 


(a) the individual dies or otherwise ceases to 
carry on the business in the year; or 

(b) the individual becomes a bankrupt in the cal- 
endar year in which the taxation year ends. 


Related Provisions: 34.1(9) — Income inclusion on death where 
election made or separate return filed. 


(9) Death of partner or proprietor — Where 


(a) an individual carries on a business in a taxa- 
tion year, 


(b) the individual dies in the year aid after the 
end of a fiscal period of the business that ends in 
the year, 


(c) another fiscal period of the business ends be- 
cause of the individual’s death (in this:subsection 
referred to as the “short period’), and 


(d) the individual’s legal representative 


(1) elects that this subsection apply in comput- 
ing the individual’s income for the year, or 


(ii) files a separate return of income under 
subsection 150(4) in respect of the individ- 
ual’s business, 


notwithstanding subsection (8), there shall be in- 
cluded in computing the individual’s income for the 


year from the business, the amount determined by © 


the formula 


(A —B) x C/D. 
where 


A is the total of the individual’s income from the 
business for fiscal periods (other than the short 
period) of the business that end in the year, 


S. 34.2(1) Dec 


B. is the lesser of 


(i) the total of all’ amounts, each of which is an 
amount included in the value of A’ in respect 
of the business that.is deemed to bea taxable 
capital gain for the purpose of section 110.6, 
and 

(ii) the total of all amounts deducted under 
section 110.6. in computing the individual’s 
taxable income for the year, 


C is the number of days in the short period, and 

D is the total number of days in fiscal periods of the 
business (other than the short panied) that end in 
the year. 


Related Provisions: 257 — Formula cannot calculate to less than 
zero; 150(4)(c)C-— Additional- amount deductible on’ deceased’s 


' separate return. 


History: Subsec. 34.1(9) added by 1998, c. 19,-s. 84; applicable to 
1996 et seq., except that subpara. 34.1(9)(d)(i1) does not apply to the 
1996 and 1997 taxation years. 

History [s. 34.1]: S. 34.1 added by 1996, c 

after 1994, 


. 21, s. 8, applicable 


Definitions [s. 34.1]: “amount”, “business” — 248(1); “calendar 
year” — Interpretation Act 37(1)(a); “December 31, 1995 in- 
come” — 34.1(4)-(7), 34.2(1); “fiscal. period” — 249.1; “individ- 


ual”, “legal representative” — 248(1); “particular period” — 
34.1(1)(b), 34.1(2)(a); “professional corporation” — 248(1); “short 
period” ; “specified shareholder” — 248(1);) “taxable 
capital gain” — 38, 248(1); “taxation year” — 249; “testamentary 


trust” — 108(1), 248(1). 


34.2 [1995 stub period reserve] — (1). Defini- 
tions — The definitions in this subsection apply in 
this section. 


“December 31, 1995 income” in respect of a busi- 


ness carried on by a taxpayer means the amount de- 
termined by the formula 


(A-B-C+D)xE 
where 


A is the total of all amounts each of which is the 
taxpayer’s income from the business fora quali- 
fying fiscal period, 

B is the total of all amounts each of whicli is the 
taxpayer’s loss from the business for a qualifying 
fiscal period, 

C is the lesser of 


(a) the total of all amounts each of which is an 
amount included in computing the taxpayer’s 

~ income or loss from the business for a qualify- 
ing fiscal period and that is deemed to be a 
taxable capital gain for the purpose. of section 
110.6, and 


(b) the total of the maximum amounts deduct- 
ible under section 110.6 in computing the tax- 
payer’s taxable income for the taxation year in 
which the qualifying fiscal periods end, 


(a) where the taxpayer is a professional corpo- 
ration, the total salary,or wages deductible in 
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computing the value of A or Bin respect of 
the business that is payable by the corporation 
to an individual 
(i) who is a practising member of the pro- 
fessional body under the authority of 
which the ee practised the profes- 
sion, and 


(ii) who is a specified shareholder of the 
corporation, and 


(b) in any other case, nil, and 


(a) where the taxpayer is a professional corpo- 
ration a taxation year of wiich ended at the 
end of 1995 because of the application of par- 
agraph 249.1(1)(b), the amount determined by 
the formula 


Bi=G 
F 
where 


F is the number of days in all qualifying fis- 
cal periods of the business, and 


G_ is the number of days in the year, and 
(b) in any other case, 1. | 


Related Provisions: 34.1(7) — Maximum December 31, 1995 
income where additional amount included under 34.1(1); 34.2(2) — 
Maximum. reserves and allowances deemed claimed for qualifying 
fiscal period; 96(1.1), (1.6) — Allocation of share of income to re- 
tiring partner; 257 — Formulas cannot calculate to less than zero. 


“qualifying fiscal period’ of a business hh a “tax- 
payer means 


(a) where at the end of 1994 the taxpayer carried | 
on the business and no fiscal period of the busi- 
ness ended at that time, a fiscal period of the bus- 
iness that 


(1) begins after the beginning of the taxpayer’s 
taxation year that includes the end of 1995, 
and 


(11) ends 


(A) at the end of 1995 because of ‘the ap- 
plication of paragraph 249.1(1)(b) or be- 
cause of the application of section.25 and 
paragraph 249.1(1)(b), or | 


(B) immediately before the end. of 1995 
because of the application. of subsection 
99(2) and paragraph 249.1(1)(b), 


(b) a fiscal period of the business that ends at the 
end of 1995 because of the application of para- 
graph 249.1(1)(b) where 


(i) the taxpayer is an individual who carries on 
the business as a member of a partnership at 
the end of 1995, 


(i1) the individual acquired the individual’s in- 
terest in the partnership in 1995 from a profes- 
sional corporation, 
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(iii) the professional corporation carried on 
the business. at the end: of 1994, as a member 
of the partnership and does not have a share of 
the income or loss of the. partnership for the 
fiscal period, : 

(iv) the individual is a practising member of 
the professional body under the authority of 


which the pape peniaiyen practised 


the profession, and: 


” (v) the individual was a ‘specified shareholder 


of the professional - corporation ‘immediately 
before acquiring the interest, and 


(c) where 


(1) the taxpayer 1s a a professional corporation 
that has a taxation year that ends at the end of 
1995 because of the application of paragraph 
249.1(1)(b), and. 


(ii) at the end of 1994 the sane was 2 baie 
on by the professional corporation as a*mem-. 
ber of a partnership, or by an individual 


_ (A) who transferred an interest in, the. part- 
nership to the professional SOIPARRUOR 
_ before the end of 1995, 


(B) who is a practising member of the pro- 
fessional. body under the, ,authority of 
which the professional corporation .prac- 
tises the Profession, 


(C) who. was.a specified shareholder. of the 
professional corporation immediately. after. 
the transfer, and 


» (D) who, does, not have..a share of the: in- 
come or loss of the partnership for the first 
fiscal period of the partnership that ends in 
1995; 


a fiscal period of the pesidisss tha: ends in that 


taxation year. 


“specified percentage” of a taxpayer for a particular 
taxation year in respect of a business means’ 


(a) where the first taxation year in which a quali- 
fying fiscal period of the business ends is 1995, 
or subsection 34.1(4), (5) or (6) applies in respect 
of the business, and the particular. vey ends in 


(1) :1995, 95%, 

(11) 1996, 85%, 

(ii) 1997, 75%, 

(iv) 1998, -65%, 

(v) 1999, 55%, 

(vi) 2000, 45%, 

(vii) 2001, 35%, 

(viii) 2002, 25%, 

(ix) 2003, 15%, and 

(x) any other year, 0%, and 
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(b) where the first taxation year in which a quali- 
fying fiscal period of a business of the taxpayer 
ends is 1996 and the particular year ends in 


(i) 1996, 95%, 

(ii) 1997, 85%, 

(iii) 1998, 75%, 

(iv) 1999, 65%, 

(v) 2000, 55%, 

(vi) 2001, 45%, 

(vii) 2002, 35%, 

(viii) 2003, 25%, 

(ix) 2004, 15%, and 
(x) any other year, 0%. 


(2) Computation of December 31, 1995 in- 
come — For the purpose of the definition “Decem- 
ber 31, 1995 income” in subsection (1), a taxpayer’s 
income or loss from a business for a qualifying fiscal 
period shall be computed as if. 


(a) this Act were read without reference to para- 
graph 28(1)(b); 


(b) the taxpayer had made the election referred to 
in. paragraph 34(a) in respect of the business for 
the. period; 


(c) the maximum amount deductible in respect of 
any reserve, allowance or other amount were de- 
ducted; and 


(d) the taxpayer had not received any taxable 
dividend. 


(3) Business defined — For the purposes of the 
definition “qualifying fiscal period” in subsection (1) 
and subparagraphs (6)(b)(i) and (c)(a), a reference to 
a particular business of a taxpayer includes another 
business substituted therefor, or for which the partic- 
ular business was substituted, by the taxpayer where 


(a) all or substantially all of the gross revenue of 
the particular business is derived from the sale, 
leasing, rental or development of properties or the 
rendering of services; and 


(b) all or substantially all of the gross revenue of 
the other business is derived from the sale, leas- 
ing, rental or development, as the case may be, of 
similar properties or the rendering of similar 
services. 


Related Provisions: 34.2(7) — Anti-avoidance rule re carrying — 


on business. 


(4) Reserve — Subject to subsection (6), where a 
taxpayer carries on a business in a particular taxation 
year, there may be deducted in computing the tax- 
payer’s income for the year from the business, as a 
reserve in respect of December 31, 1995 income, 


S. 34.2(6)(b)(i) 


such amount as the taxpayer claims: not exceeding 
the least of 


(a) the specified percentage for the pairtibialar year 
of the taxpayer’s December 31, 1995 income in 
respect of the business; 


(b) where an amount was deductible under this 
subsection in computing the taxpayer’s income 
for a preceding taxation year from the: business, 
the amount included under subsection (5) in com- 
puting the taxpayer’s income for the particular 
year from the business; and 


(c) the taxpayer’s income for the particular year 
computed before deducting any amount under 
this subsection in respect of the business or under 
any of paragraph 60(w), sections 61.2 to 61.4 and 
subsection 80(17). 


Related Provisions: 18(12)(b) — Reserve ignored for purposes 
of home. office limitations; 34.1(7)— Maximum;;December 31, 
1995 income where additional amount included under 34.1(1); 
34.2(3) — Similar business carried on; 34,2(5) — Reserve included 
in income the following year; 34.2(6) — No reserve on death, bank- 
ruptcy or cease of business; 34.2(8) —~ Reserve deduction ‘in year of 
death; 53(2)(c)(i.4) — Reduction:in ACB of passive. partner’s. part- 
nership interest; 87(2)(j) — Amalgamations — continuing corpora- 
tion; 96(1)(d) — Reserve ignored in determining income of partner- 
ship; 96(1.1), (1.6) — Allocation of share of income’ to retiring 
partner; 125(7)“specified partnership income” A(a)H — Reserve de- 
ducted from specified par vevhisionaee income for CCPC that is member 
of partnership. 


Forms: T1139: Reconciliation of 199X_ business income for tax 
purposes. 


(5) Reserve included in income — There shall 
be included in computing a taxpayer’s income for a 
taxation year from a business the amount deducted 
under subsection (4) in computing the taxpayer’s in- 
come therefrom ‘for the preceding taxation. year. 
Related Provisions: 87(2)(j) — Amalgamations — continuing 
corporation; 125(7)“specified; partnership income” A(a)G — Re- 
serve included in specified partnership income for CCPC that is 
member of partnership. 


Forms: T1139: Reconciliation of 199X business income for tax 
purposes. 


(6) No reserve — No deduction. shall be made 
under subsection (4) in computing a taxpayer’s in- 
come for a taxation year from a business where _ 


(a) at the end of the year or at any time in the 
following taxation year, 


(i) the taxpayer’s income from the business is 
exempt from tax under this Part, or 


(ii) the taxpayer is non-resident and does not 
carry on the business through a permanent. es- 
tablishment (as defined. by regulation) in 
Canada; 


(b) the taxpayer is a corporation and the year 
ends immediately before another taxation year 


(i) at the beginning of which the business is 
not carried on principally. by the corporation 
nor by members of a partnership of which the 
corporation is a member, 
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(ii) in which the corporation becomes a bank- 
rupt, or 
(iii) in which the corporation is dissolved or 
wound up (other than in circumstances to 
which subsection 88(1). applies); or 

(c) the taxpayer.is an individual, and 
(i) at the beginning of the year, the business is 
not carried on principally by the individual 
nor by members of a partnership of which the 
individual is a member, 
(11) the individual dies or becomes a bankrupt 
in the calendar year in which the taxation year 
ends, or 
(111) the individual is a trust that ceases to exist 
in the year. 


Related Provisions: 34.2(7) — Anti-avoidance rule re carrying 
on business; 34.2(8) — Optional deduction in year of death; 
96(1.6) — Members of partnership deemed to be carrying on busi- 
ness in Canada (except where 34.2(7) applies). 


Regulations: 8201 (permanent establishment). 


(7) Anti-avoidance rule — Where it is reasonable 


to conclude that one of the main reasons a person | 


catries on a business or is a member of a partnership 
is to avoid the application of subparagraph (6)(b)(1) 
or (c)(i), the person is deemed. not to carry on the 
business, and not to be a member of the partnership, 
for the purposes of those subparagraphs. 


(8) Death of partner or proprietor — Where 


(a) an individual carries ona business in a taxa- 
tion year, 


(b) the individual dies in the year, 


(c) an amount is included under subsection (5) in 
computing the individual’s income for the year 
from the business, and 


(d) the individual’s legal representative 


(i) elects that this subsection apply in comput- 
ing the individual’s income for the year, or 


(ii) files a separate return of income under 
subsection 150(4) in respect of the individ- 
ual’s business, 


there shall be deducted in computing the individual’s 
income for the year from the business the lesser of 


(e) the greatest amount that would have been de- 
ductible under subsection (4) in computing the 
individual’s income for the year from the busi- 
ness if the individual had not died, and 


(f) any amount that the representative claims. 


Related Provisions: 150(4)(c)B — Additional amount taxable on 
deceased’s separate return. 


History: Subsec. 34.2(8) added by 1998, c. 19, s. 85, applicable to 
1996 et seq. 


History [s. 34.2]: S. 34.2 dled by 1996, :c. 21, s. 8, applicable 
after 1994. 

Definitions [s. 34.2]: “amount”, “bankrupt” — 248(1); “busi- 
ness” — 34.2(3), (7), 248(1); “calendar year” — Interpretation Act 
37(1)(a); “corporation” — 248(1), Interpretation Act 35(1); “De- 
cember 31, 1995 income” — 34.1(4)-(7), 34.2(1); “fiscal pe- 
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riod” — 249.1; “gross revenue” — 248(1); “income or loss from a 


business” — 34.2(2); “individual”, “legal representative”, “‘non-res- 
ident” — 248(1); “permanent establishment” — Reg, 8201; “per- 
son”, “professional corporation” — 248(1); “qualifying fiscal pe- 
riod”, “specific percentage” — 34.2(1); “taxation year” — 249; 
“taxpayer” — 248(1); “trust” — 104(1), 248(1), (3). 


35. (1) Prospectors and grubstakers — Where 
a share of the capital stock of a corporation 


(a) is received in a taxation year by an individual 
as consideration for the disposition by the indi- 
vidual to the corporation of a mining property or 
interest therein acquired by the individual as a re- 
sult of the individual’s efforts as a prospector, ei- 
ther alone or with others, or 


(b) is received in a taxation year 


(1) by a person who has, either under an ar- 
rangement with a prospector made before the 
prospecting, exploration or development work 
or as an employer of a prospector, advanced 
money for, or paid part or all.of, the expenses 
of prospecting. or exploring for minerals or of 
developing a property for minerals, and 


(ii) as consideration for the disposition by the 
person referred to in subparagraph (1) to the 
corporation of a mining property or interest - 
therein acquired under the arrangement under 
which that person made the advance or paid 
the expenses, or if the prospector was the per- 
son’s employee, acquired by ‘the person 
through the employee’s. efforts, 


the following rules apply: 


(c) notwithstanding any other provision of this 
Act, no amount in respect of the-receipt of the 
share shall be included 


(1) in computing the income for the year of the 
individual or person, as the case may be, ex- 
cept as provided in paragraph (d), or 

(ii) in Computing at any time the amount to be 
determined for F in the definition “cumulative 
Canadian development expense” in subsection 
66.2(5) in respect of the individual or ea 
as the case may be, 


(d) in the case of an individual or partnership 
(other than a partnership each member of which 
is a taxable Canadian corporation), an amount in 
respect of the receipt.of the share equal to, the 
lesser of its fair market value atthe time of acqui- 
sition and its fair market value,at the time of dis- 
position or exchange of the share. shall be. in- 
cluded in computing the income of the individual 
or partnership, as the case may be, for the year in 
which the share is disposed of or exchanged, © 


(e) notwithstanding subdivision c, in computing 
the cost to the individual, person or partnership, 
as the case may be, of the share, no amount shall 
be included in respect of the disposition of the 
mining property or the interest therein, ‘as ‘the 
case may be, 
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(f) notwithstanding sections 66 and 66.2, in com- 
puting the cost to the corporation of the mining 
property or the interest therein, as the case may 
be, no amount shall be included in respect of the 
share, and 


(g) for the purpose of paragraph (d), an individual 
or partnership shall be deemed to have disposed 
of or exchanged shares that are identical proper- 
ties in the order in which they were acquired. 


Related Provisions: 35(2) — “prospector”; 81(1)(1) — Income 
exemption; 110(1)(d.2) — Deduction in computing taxable income; 
110.6(19)(a)(i)(A)B — Election to trigger capital gains exemp- 
tion — no income inclusion; 248(12) — Identical properties. 
Pre-RSC History: Paras. 35(1)(c) to.(e) amended and para. (g) 
added by 1986, c. 6, s. 14, applicable with respect to shares received 
after May 22, 1985. Paras. 35(1)(c) to (e) amended to add in sub- 
para. (c)(i) the words “except as provided in paragraph (d)”; to add 
a new para. (d); to renumber the former para. (d) as (e); to substitute 
in that para. “individual, person or partnership” for “individual or 
the person” and “disposition of the mining property or the interest 
therein” for “mining property or interest therein”; to renumber for- 
mer para. (€) as para. (f); and to substitute in that para. “sections 66 
and 66.2” for “section 66 or 66:2”. 


Para. 35(1)(c) substituted by 1976-77, c. 4, s. 7, deemed to have 
been applicable at all times after May 6, 1974. Para. 35(1)(c) for- 
merly read: 
(c) notwithstanding any other provision of this Act, no 
amount in respect of the receipt of the share shall be included 
in computing the income for the year of the individual or per- 
son, as the case may be; 
Para. 35(1)(e) substituted by 1974-75-76, c. 26, s. 13, applicable af- 
ter May 6, 1974, to add “or 66.2”. 


Selected Cases [subsec. 35(1)]: Geophysical Engineering Ltd. 
v. MNR, [1976] C.T.C. 687 (SCC) (Shares obtained in consideration 
for syndicate member’s interest in claims staked by another mem- 
ber’s employee as prospector not obtained for property acquired 
under arrangement with prospector, nor as employer of prospector); 
Winchell v. MNR, [1974] C.T.C. 782 (FCA) (Arrangement with 
prospector’s employer, not with prospector); Appleby v. MNR, 
[1974] C.T.C. 693 (SCC).(No exemption for disposition of shares 
during sales campaign by stock brokerage company controlled by 
taxpayer). 
Interpretation Bulletins: IT-171R2: Non-resident individuals — 
computation of taxable income earned in Canada and non-refund- 
able tax credits. 


(2) Definitions — In this section, 


“mining property” means a right to prospect, ex- 
plore or mine for minerals or a property the principal 
value of which depends on its mineral content; 


Pre-RSC. History: The definition “mining property” was para. 
35(2)(a). 


*‘prospector”’ means an individual who prospects or 
explores for minerals or develops a property for min- 
erals.on behalf of the individual, on behalf of the in- 
dividual and others or as an employee, 

Pre-RSC History: The definition “prospector” was para. 
35(2)(b). 

Selected Cases [subsec. 35(2)“prospector”]: Foster v. 
MNR, [1971] C.T.C. 335 (Exch) (“Prospector” includes independent 
contractor). 

Definitions [s. 35]: “amount” — 248(1); “corporation” — 248(1), 
Interpretation Act 35(1); “employee”, “employer” — 248(1); “iden- 
tical” — 248(12); “individual”, “mineral” — 248(1); “mining prop- 
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erty” —35(2);, “person”, “property” —- 248(1); “prospector” — 
35(2); “share” — 248(1); “taxable Canadian corporation’? — 89(1), 
248(1); “taxation year” 11(2), 249. 


36. Railway companies — Where any amount in 
respect of an expenditure incurred by a taxpayer on 
or in respect of the repair, replacement, alteration or 
renovation of depreciable property of the taxpayer of 
a prescribed. class is, under a uniform classification 
and system of accounts and returns prescribed by the 
National Transportation Agency pursuant to the 
Railway Act, required to be entered in the books of 
the taxpayer otherwise than as an expense, 


(a) no deduction may be made in respect of that 
expenditure in computing the income of the tax- 
payer for a taxation year; and 


(b) for the purposes of section 13 and regulations 
made under paragraph 20(1)(a), the taxpayer 
shall be deemed to have acquired, at the time the 
expenditure was incurred, depreciable property of 
a class prescribed by regulation at a capital cost 
equal to that amount. 


Related Provisions: Canada-U.S: tax treaty, Art. VII[:4—Art. 
VUI:6 — Income from railway business. : 


Pre-RSC History: S. 36 amended by; 1987, c. 34, s. 368, to 
substitute “National Transportation Agency” for “Canadian Trans- 
port Commission’, in force January 1, 1988. 


S. 36 substituted by 1976-77, c. 4, s. 8, applicable with respect to 
expenditures made after May 25, 1976. S. 36 formerly read: 


36. Where any amount in respect of an expenditure incurred 
by a taxpayer on or in respect of the repair, replacement, al- 
teration or renovation of depreciable property of the taxpayer 
of a class prescribed by regulations of the Governor in Coun- 
cil made for the purposes of this section is, under a uniform 
classification and system of accounts and returns prescribed 
by the Canadian Transport Commission pursuant to the Rail- 
way Act, required to be entered'in the books of the taxpayer 
otherwise than as an expense, 
(a) no deduction may be made in respect of that expendi- 
ture in computing the income of the taxpayer for a taxa- 
tion year; and 
(b) for the purposes of section 13 and regulations made 
under paragraph 20(1)(a), the taxpayer shall be deemed 
to have acquired, at the time the expenditure was in- 
curred, depreciable property of that class at a capital cost 
equal to that amount. 
Selected Cases [s. 36]: Canadian Pacific Ltd. v. The Queen, 
[1988] 1 C.T.C. 429 (FCA) (Government assistance in respect of 
capital outlays deducted from capital cost allowance); The Queen v. 
Canadian Pacific Ltd., [1977] C.T:C. 606 (FCA) (No capital cost 
allowance where assets acquired for: third parties). 
Definitions [s. 36]: “amount” — 248(1); “depreciable prop- 
erty” — 13(21), 248(1); “prescribed”, “regulation” — 248(1); “tax- 
ation year” — 249; “taxpayer” — 248(1). 
Regulations: Sch. II:Cl. .1,.Sch. U:Cl. 4, Sch. IsCh 6, Sch. II:Cl. 
35. 


37. (1) Scientific research and experimental 
development — Where. a taxpayer carried on a 
business in Canada in a taxation year, there may be 
deducted in computing the taxpayer’s income from 
the business for the year such amount as the taxpayer 
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claims not exceeding the amount, if any, by which | search was carried on); Eta: Performance Systems Corp. v. MNR, 


the total of 


(a) the total of all amounts each of which is an 
expenditure of a current nature made by the tax- 
payer in the year or ina Heroes taxation year 
ending after 1973 


(i) on scientific research and experimental de- 
velopment carried on.in Canada, directly un- 
dertaken by or on behalf of the taxpayer, and 
related. to a business of the taxpayer, 


(i.1) by payments to a corporation resident in 

Canada to be used for scientific research and 

experimental development. carried on in Can- 

ada that is related to a business of the tax- 

payer, but only where the taxpayer is entitled 

to exploit the results of that scientific research 
~- and experimental development, 


(ii) by payments to 
(A) an approved association that under- 


takes scientific research and experimental 
development, 


(B) an approved university, college, re- 
search institute or other similar institution, 


(C) a corporation resident in Canada and 
exempt from tax under paragraph 
149(1)G), or 


(D) [Repealed] 


(E) an approved organization that makes 
payments to an association, institution or 
corporation described in any of clauses (A) 
to (C) ; 


to be used for scientific research and experi- 
mental development carried on in Canada that 
is related to. a business of the taxpayer, but 
only where the taxpayer is entitled to exploit 
the results of that scientific research and ex- 
perimental development, or 


(ii1) where the taxpayer is a corporation, by 
payments to a corporation resident in Canada 
and exempt from tax because of paragraph 
149(1)G), for scientific research and experi- 
mental development that is basic research or 
applied research carried on in Canada 


(A) the primary purpose of which is the 
use of results therefrom by the taxpayer in 
conjunction with other scientific research 
and experimental development activities 
undertaken or to be undertaken by or on 
behalf of the taxpayer that relate to a busi- 
ness of the taxpayer, and 


(B) that has the technological potential for 
application to other businesses of a type 
unrelated to that carried on by the 
taxpayer, 
Selected Cases [para. 37(1)(a)]: Dew Engineering & 
Development Ltd. v. Canada, [¥996] 3 C.T.C. 2904 (TCC) (Portable 
laboratory was not a “building”’); RIS-Christie v. Canada, [1996] 3 
C.T.C. 2827 (TCC) (Taxpayer failed to establish that scientific re- 
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[1993] 1 C.T.C. 2710 (TCC). (Scientific research doesnot include 
routine data collection or research in social sciences or humanities). 


(b) the lesser of 


(i) the total of all amounts each of which is an 
expenditure of a capital nature made by the 
taxpayer (in respect of property acquired that 
would be depreciable property of the taxpayer 
if this section were not applicable in respect of 
the property, other than Jand-or a leasehold in- 
terest in land) in the year or in a preceding 
taxation year ending after 1958 on scientific 
research and experimental development car- 
ried on in Canada, directly undertaken by or 
on behalf of the taxpayer, and related to a bus- 
iness of the taxpayer, and | 


(ii) the undepreciated capital cost to the tax- — 
payer of the property so acquired as of the end 
of the taxation year (before making any de- 
duction under this paragraph in computing the 
income of the taxpayer for the taxation year), 


(c) the total of all amounts each of which is an 
expenditure made by the taxpayer in the year or 
in a preceding taxation year ending after 1973 by 
way of repayment of amounts described in para- . 
graph (d), and . 


(c.1) all amounts included by virtue of paragraph 
12(1)(v), in computing the taxpayer’s income for 
any previous taxation year, 


exceeds the total of 


(d) the total of all amounts each of which is the 
amount of any government assistance or non- 
government assistance (within the meanings as- 
signed to those expressions by subsection 127(9)) 
in respect of an expenditure described in para- 
graph (a) or (b) that, at the taxpayer’s filing-due 
date for the year, the taxpayer has received, is en- 
titled to receive or can reasonably be expected to 
receive, 


(e) that part of the total of all amounts each uF 
which is an amount deducted undér subsection 
127(5) in computing the tax payable: under this 
Part by the taxpayer for a preceding taxation year 
where the amount can reasonably be attributed to 


(i) a prescribed proxy amount for a preceding 
taxation year, 


(ii) an expenditure of a current nature incurred 
in a preceding taxation year that was a quali- 
fied expenditure incurred in that preceding 
year in respect of scientific research and ex- 
perimental development for the PEEIE SSS of 
section 127, or 


(111) an amount included because of paragraph 
127(13)(e) in the taxpayer’s SR&ED qualified 
expenditure pool at the end of a preceding .tax- 
ation year within the meaning assigned by 
subsection 127(9), 
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(f) the total of all amounts each of which is an 
amount deducted under this subsection in com- 
puting the taxpayer’s income for a preceding tax- 
ation year, except amounts described in subsec- 
tion (6), 


(f.1) the total of all amounts each of which is the 
lesser of 


(1) the amount deducted under section 61.3 in 
computing the taxpayer’s income for a pre- 
ceding taxation year, and 


(ii) the amount, if any, by which the amount 
that was deductible under this subsection in 
computing the taxpayer’s income for that pre- 
ceding year exceeds the amount claimed 
under this subsection in computing the tax- 
payer’s income for that preceding year, 


(g) the total of all amounts each of which is an 
amount equal to twice the amount claimed under 
subparagraph 194(2)(a)(i1) by the taxpayer for the 
year or any preceding taxation year, and 


(h) where the taxpayer is a corporation control of 


which has been acquired by a person or group of: 


persons before the end of the year, the amount 
determined for the year under subsection (6.1) 
with respect to the corporation. 


Related Provisions: 12(1)(t) — Investment tax credit male in 
income; 12(1)(v)— Income inclusion where calculation under 
37(1) would be negative; 18(9)(d), (e) — Certain prepaid expenses 
deemed incurred in later taxation year; 37(1.1)— Business of re- 
lated corporations; 37(1.2) — Deemed time of capital expenditure; 
37(4) — No deduction for acquisition of rights: 37(6) — Expendi- 
tures of a capital nature; 37(6.1) — Change of control of corpora- 
tion; 37(7), (8) — Interpretation; 37(11) — Prescribed form re- 
quired; 53(2)(k)— Deduction from adjusted cost base — 
government assistance; 87(2)(1) — Amalgamations — SR&ED; 
96(1)(e.1) — Partnerships — carryforward of expenses not allowed; 
127(9) — “contract. payment”, “qualified | expenditure”; 
127(10.8) — Further additions to investment tax. credits; 
127(11.2) — Investment tax credit; 149(1)G) — Non-profit corpora- 
tion for SR&ED — exemption; 248(1)“scientific research and ex- 
perimental development” — Definition applicable for purposes of 
entire Act; 248(16)-— GST — input tax credit and_ rebate; 
248(18) — 
Whether control acquired; Reg: 1102(1)(d) — No CCA for capital 
property deducted under 37(1)(b). See additional Related provisions 
and Definitions at end of s. 37. 


History: The opening words of subsec. 37(1) amended by 1996, c. 
21, subsec. 9(1), applicable to taxation years that begin after 1995. 
The opening words formerly read: 


(1) Scientific research and experimental development — 
Where a taxpayer carried on a business in Canada in a taxa- 
tion year and files with the Minister by the day on or before 
which the taxpayer’s return of income under this Part for the 
taxpayer’s following ‘taxation year is required to be filed, or 
would be required to be filed if tax under this Part were paya- 
ble by the taxpayer for that following year, a prescribed form 
containing prescribed information, there may be deducted in 
computing the taxpayer’s income from the business for the 
year such amount as the taxpayer claims not exceeding the 
amount, if any, by which the total of 


Subpara. 37(1)(a)(i.1) added by 1996, c. 21, subsec. 9(2), applicable 
to payments made after 1995. 
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Cl. 37(1)(a)(i1)(D) repealed by 1996, c.-21, subsec. 9(4); applicable 
to payments made after 1995. The clause formerly read: 


(D) a corporation resident in Canada, or 


The closing words of subpara. 37(1)(a)(ii) amended by' 1996, c. 21, 
subsec. 9(5), applicable to payments made after 1995. The closing 
words formerly read: 


to be used for scientific research and experimental develop- 
ment carried on in Canada, related to a business of the tax- 
payer, and provided that the taxpayer is entitled to exploit the 
results of such scientific research and experimental develop- 
ment, or 


Subpara. 37(1)(a)(i11) amended to delete the word: ‘‘and” at the end 
of the subpara. Bah 1996, c. 21, subsec. 9(6), applicable on June 20, 
1996. 


Paras. 37(1)(d) and (e) iuended by 1996, c: 21, subsec; 9(7), appli- 
cable to taxation years that begin after 1995. The paras. formerly 
read: 


(d) the total of all amounts each of which-is the amount of 
any government assistance or non-government assistance 
(within the meanings assigned to those expressions by sub- 
section 127(9)) in respect of an expenditure described in para- 
graph (a) or (b) that, at the time of filing of the return of in- 
‘come for the year, the taxpayer has received, is entitled to 
receive or can reasonably be expected to receive, 


(e) that. part:of the total of all amounts: each of which is an 
amount deducted under subsection 127(5) in computing’ the 
tax otherwise payable by the taxpayer under this Part for a 
preceding taxation year that can reasonably be attributed to a 
prescribed proxy amount of a preceding taxation year or ex- 
penditures of a current nature made in a preceding taxation 
year that were qualified expenditures in respect of scientific 
research and experimental development for the purposes, of 
section 127, 


Para. 37(1)(f.1) added by 1995, c: 21, s. 9, applicable to taxation 
years that end after February 21, 1994. 


The opening words of subsec. 37(1) amended by 1995, c. 3, subsec. 
9(1), applicable after February 21; 1994 to expenditures incurred at 
any time except that, for an expenditure incurred by a taxpayer in a 
taxation year that ended before February 22, 1994, the taxpayer may 
file the prescribed form referred to in subsec. 37(1) by the later of 
the day referred to in that subsec. and June 24; 1995. The opening 
words formerly read: 


(1) Scientific research and experimental development — 
Where a taxpayer carried on a business in Canada in a taxa- 
tion year and files with the taxpayer’s return of income under 
this Part for the year a prescribed form containing, prescribed 
information, there may be deducted in computing the tax- 
payer’s income from the business for the year such amount as 
the taxpayer may claim not exceeding the amount, if any, by 
which the total of 


Para. 37(1)(e) amended by 1994, c. 8, subsec. 4(1), applicable to 
taxation years ending after December pa eee Para. (e) formerly 
read: 


(e) that part of the total of all amounts each of which is an 
amount deducted under subsection 127(5) in computing the 
tax otherwise payable by the taxpayer under this Part for a 
preceding taxation year that may reasonably be attributed to 
expenditures of a current nature made in a preceding taxation 
year that were qualified expenditures in respect of scientific 
research and experimental development for the purposes of 
section 127, 


Subpara. 37(1)(a)(iii) added by 1994, c. 7, Sch: II (1991, c. 49), sub- 
sec. 21(1), applicable with respect to payments made after Decem- 
ber 15, 1987. 


Pre-RSC History: All that portion of subsec. 37(1) preceding 
para. (c) substituted by 1988, c. 55, subsec.'18(1), applicable with 
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respect to expenditures made after December 15, 1987, other than 
expenditures made after that date and before 1989 


(a) pursuant to 


(i) an obligation entered into in writing before December 
16, 1987, 


(ii) the terms of a prospectus, preliminary prospectus, regis- 
tration statement or offering memorandum filed before De- 
cember 16, 1987 with a public authority in Canada pursuant 
to and in accordance with the securities legislation of any 
province, or 


(iii) the terms of an offering memorandum distributed as 
part of an offering of securities where 


(A) the offering memorandum contained a complete or 
substantially complete description of the securities con- 
templated in the offering as well as the terms and con- 
ditions of the offering of the securities, 


(B) the offering memorandum was distributed before 
December 16, 1987, 


(C) solicitations in respect of the sale of the securities 
contemplated by the offering memorandum were made 
before December 16, 1987, and 


(D) the sale of the securities was substantially in accor- 
dance with the offering memorandum, 


and provided that, where the expenditure is made after Decem- 
ber 15, 1987 by way of a payment made to an entity described 
in subpara. 37(1)(a)(ii), the scientific research and:experimental 
development to be performed pursuant to that payment is so 
performed before 1989; and 


(b) to an entity described in clause 37(1)(a)@1)(A), (B) or (C), 
as part of a public fund raising campaign that commenced on or 
before December 15, 1987, or after that date pursuant to a set- 
tled plan evidenced in writing on or before that date, that may 
reasonably be considered to be for the purpose of funding the 
acquisition by the entity of a building which was under con- 
struction by or.on behalf of the entity on December 16, 1987, or 
of property necessary for the equipment of such a building for 
the purpose for which that building was intended. 


That portion of subsec. 37(1) formerly read: 


37. (1) Scientific research and experimental develop- 
ment — Where a taxpayer files with his return of income 
under this Part for a taxation year a prescribed form contain- 
ing prescribed information, carried on a business in Canada 
and made expenditures in respect of scientific research and 
experimental development in the year, there may be deducted 
in computing his income for the year the amount, if any, by 
which the aggregate of 


(a) such amounts as may be claimed by the taxpayer not 
exceeding all expenditures of a current nature made in 
Canada by the taxpayer in the year or in any previous 
taxation year ending after 1973 


(i) on scientific research and experimental develop- 
ment related to the business and directly undertaken 
by or on behalf of the taxpayer, 


(11) by payments to an approved association that un- 
dertakes scientific research and experimental devel- 
opment related to the class of business. of the 
taxpayer, 


(iii) by payments to an approved university, college, 
research institute or other similar institution to be 
used for scientific research and experimental devel- 
opment related to the class of business of the 
taxpayer, 


(iv) by payments to a corporation resident in Canada 
and exempt from tax under paragraph 149(1)(j), 
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(v) by payments.to a corporation resident in Canada 
for scientific research and experimental development 
related to the business of the taxpayer, or 


(vi) by payments. to an approved organization that 
makes payments to an association, institution or cor- 
poration described in any of subparagraphs (ii) to 
(iv) to be used for scientific research and experimen- 
tal development related to the class of business of the 
taxpayer, where the taxpayer is entitled to exploit the 
results of such scientific research and experimental 
development; 


(b) such amount as may be claimed by the a not 
exceeding the lesser of 


(i) the expenditures of a capital nature made in Can- 
ada (by acquiring property other than land) in the 
year and any previous year ending after 1958 on sci- 
entific research and experimental development relat- 
ing to the business and directly undertaken by or on 
behalf of the taxpayer, and 


(11) the undepreciated capital cost to the taxpayer of 
the’ property so acquired as of the end of the taxation 
year (before making any deduction under this para- 
graph in computing, the income ‘of RSENS for 
_the taxation year), ; 


Paras. 37(1)(c), (d) substituted by 1988, Ce 55. subsecs. “18(2), (3), 
applicable with respect to expenditures made. after cy 1988. Pa- 
ras. 37(1)(c), (d) formerly read: 


(c) such amounts as may be claimed by the taxpayer not ex- 
ceeding all expenditures in the year or in any previous taxa- 
tion year ending after 1973 by way of repayment of amounts. 
paid to the taxpayer under an Appropriation Act and on terms 
and conditions approved by the Treasury Board in respect of 
scientific research and experimental development expendi- 
tures incurred for the purpose of advancing or sustaining the 
technological capability of Canadian gpl aatipaye: or other 
industry, and ° 


(d) all amounts paid to him in the year or in any previous 
taxation year ending after 1973 under an Appropriation Act 
and on terms and conditions described in paragraph (c), 


Para. 37(1)(e) substituted by 1988, c. 55, subsec. 18(4), applicable 
to 1988 et seqg., and for taxation years ending after 1984 and before 
1988, the reference to “paragraph 127(10.1)(c)” in para. 37(1)(e) as 
it was before the substitution, shall be read as “the definition “quali- 
fied expenditure” in subsection 12709)". Para. 37(1)(e) formerly 
read: 
(e) that portion of the aggregate of all amounts deducted 
under subsection 127(5) in computing the tax otherwise paya- 
“ble by the taxpayer under this Part for the year or any previ- 
ous taxation year that may reasonably be attributed to ex- 
penditures of a current nature made in Canada in the year or — 
in any previous taxation year that were qualified expenditures 
in respect..of scientific research and. experimental develop- 
ment within the meaning of paragraph 127(10.1)(c), 


Para. 37(1)(f) substituted by 1988, c. 55, subsec. 18(4), applicable 
with respect to deductions claimed in computing income for taxa- 
tion years ending after December 15, 1987. Para. “SOD formerly 
read: 


(f) all amounts deducted by virtue of this sobasenie and para- 
graph 20(1)(t) in computing the taxpayer’s income for any 
preceding taxation year, except amounts described in subsec- 
tion, (6), 


Para. 37(1)(h) amended by 1988; c. 55; subsec. 18(5), to substitute 
“with respect to the corporation” for “with respect to the corpora- 
tion in respect of the business”, applicable after December 15, 1987. 


Para. 37(1)(h) added by 1987, c. 46, subsec. 11(1), applicable to 


acquisitions of control occurring after January 15,1987. other than, 
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acquisitions of control occurring before 1988, where the persons ac- 
quiring the control were obliged on that date to acquire the control 
pursuant to the terms of agreements in writing entered into on or 
before that date. See “Interpretation” below. 


Subpara. 37(1)(a)(vi) added by 1986, c. 55, 's. 6, applicable with re- 
spect to payments made after February 25, 1986. 


All that portion of subsec. 37(1) preceding para. (a) substituted by 
1986, c. 6, subsec. 15(1), applicable with respect to taxation years 
ending after May 23, 1985 except that the prescribed form referred 
to in subsec. 37(1) may be filed at any time on or before the day that 
is 90 days after February 13, 1986. That portion formerly read: 


37. (1) Scientific research — There may be deducted in 
computing the income for a taxation year of a taxpayer who 
carried ona business in Canada and made expenditures in re- 
spect of scientific research in the year the amount by which 
the aggregate of 


Para. 37(1)(g) added by 1984, c. 1, s. 10, applicable to 1983 et seq. 


Para. 37(1)(f) substituted by 1980-81-82-83, c. 140, s. 17(1), appli- 
cable to taxation years ending after January 12, 1981. 


Paras. 37(1)(c.1) and (f) added, and all that portion following para. 
37(1)(e) repealed by 1980-81-82-83, c. 48, s. 15, applicable to taxa- 
tion years ending after January 12, 1981. That portion following 
para. (e) formerly read: . 


to the extent that such expenditures were not deducted in 
computing his income for any previous taxation year. 


Para. 37(1)(e) amended by 1977-78, c. 4, s. 3, to substitute “de- 
ducted” for “deductible”. 


All that portion of subsec. 37(1) following para. (c) substituted by 
1977-78, c. 1, s. 15, applicable to 1977 et seg. That portion formerly 
read: 


exceeds 


(d) the aggregate of all amounts paid to him in the year or 
in any previous taxation year ending after 1973 under an 
Appropriation Act and on terms and conditions described 
in paragraph (c), 


to the extent that such expenditures were not deducted in 
computing his income for any previous taxation year. 


All that portion of para. 37(1)(a) preceding subpara. (1) and all that 
portion of subsec. 37(1) following para. (b) substituted by 1974-75- 
76, c. 26, subsecs. 14(1), (2), applicable to 1974 et seg. Those por- 
tions formerly read: 


(a) all expenditures of a current nature made in Canada in 
the year, 


(c) all expenditures in the year by way of repayment of 
amounts paid to the taxpayer under an Appropriation Act 
and on terms and conditions approved by the. Treasury. 
Board for the purpose of advancing or sustaining the 
technological capability of Canadian manufacturing or 
other industry, 


exceeds the aggregate of amounts paid to him in the year 
under an Appropriation Act and on terms and conditions de- 
scribed in paragraph (c). 


Interpretation — “obliged to acquire or dispose of 
property or to acquire control of a corporation”: 1987, c. 
46, s. 72 reads as follows: 


72. For the purposes of this Act, a person shall be considered 
not to be obliged either to acquire or dispose of property or to 
acquire control of a corporation, as the case may be, if the 
person may be excused from performing the obligation as a 
result of changes to the Income Tax Act affecting acquisitions 
or dispositions of property or acquisition of control of 
corporations. 


S. 37(1.2) 


Selected Cases [subsec. 37(1)]: Consoltex Inc. v. R., [1997] 2 
C.T.C. 2846 (TCC) (Expenditure not netted against receipts from 
sale of product produced through scientific research); Canalerta 
Technologies Inc. v. MNR, [1993] 1 C.T.C. 2141 (TCC) (Scientific 
research is activity for gaining knowledge based on testing hypothe- 
ses against empirical data through controlled experimentation and 
accurate measurements); Gulf, Canada Ltd. v. Canada, |1991] 1 
C.T.C. 99 (FCTD); aff'd [1992] 1.C.T.C. 183. (FCA); leave. to ap- 
peal to SCC refused (sub nom.Gulf Canada: Ltd..v. MNR) (1992), 
141 NR 393 (note) (Interpretation of: “Canadian exploration, ex- 
penses”, “Canadian development expenses”, “taxable production 
profits”). ’ 

Regulations: 2900(4) (prescribed proxy amount for 37(1)(e)). 
Interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures. See also list at end of s. 37. 
Information Circulars: 86-4R3: Sciéntific research and experi- 
mental development; 86-4R3 Supplement 1: Automotive industry. 
application paper; 86-4R3 Supplement 2: Aerospace industry appli- 
cation, paper; 94-1: Plastics industry application paper; 94-2: Ma- 
chinery and equipment industry application paper; 97-1: Adminis- 
trative guidelines for software development. 

Application Policies: SR&ED 94-02: Expenditures of sole-pur- 
pose SR&ED performers — para. 37(8)(a) of the Act and 2902(a) 
of the Regulations; SR&ED 95-05: SR&ED capital expenditures — 
retroactive deductions under subsec. 37(1);, SR&ED 96-04: Pay- 
ments to third parties for SR&ED; SR&ED 96-05: Penalties under 
subsection 163(2);;SR&ED 96-07: Prototypes, custom products, 
commercial assets, pilot plants and experimental production ; 
SR&ED 96-10: Third party payments — approval process, 
Forms: T85: Nova Scotia ‘research and development tax credit; 
T661: Claim for scientific research and experimental development 
expenditures carried on in Canada;,T1088: Manitoba research and 
development tax credit; T1129: Newfoundland scientific research 
and experimental development tax credit. 


(1.1) Business of related corporations — Not- 
withstanding paragraph (8)(c), for the purposes of 
subsection (1), where a taxpayer is a corporation, 
scientific research and experimental development, 
related. toa business carried on by another corpora- 
tion to which the taxpayer is related (otherwise than 
by reason of a right referred to in paragraph 
251(5)(b)) and in which that other corporation is ac- 
tively engaged, at the time at which an expenditure 
or payment in respect of the scientific research and 
experimental development, is made. by the taxpayer, 
shall be considered to be related to.a business of the 
taxpayer at that time. 

Related Provisions: See Related provisions and Definitions at 
Sieh ii GayehT 


Pre-RSC History: Subsec. 37(1.1), added by. 1988, c. 55, subsec. 
18(6), applicable after December 15, 1987. 


Interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures. See also list at end of s. 37. 


(1.2) Deemed time of capital expenditure — 
For the purposes of paragraph (1)(b), an expenditure 
made by a taxpayer in respect of property shall be 
deemed not to have been made before the property is 
considered to have become available for use by the 
taxpayer. 

Related Provisions: 13(26)— No CCA until property available 
for use; 127(11.2) — No investment tax credit until property availa- 
ble for use; 248(19) — When property available for use. 


History: Subsec. 37(1.2) added by 1994, c. 7, Sch. IT (1991, c. 49), 
subsec. 21(2), applicable in respect of expenditures made by a tax- 
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payer after 1989 other than expenditures in respect of property 
acquired 


(a) from a person with whom the taxpayer was not dealing at 


arm’s length (otherwise than by reason of a right referred to in 
para, 251(5)(b)) at the time the property was acquired, or 


(b) in the course of a reorganization in respect of which, if a 
dividend were received by a corporation in the course of the 
reorganization, subsec. 55(2) would not be applicable to the 
dividend by reason of the application of para. 55(3)(b), 


where the property was depreciable property of the person from 
whom it was acquired (or would, but for s. 37, be depreciable prop- 
erty of the person from whom it was acquired) and was owned by 
that person before 1990. 


(2) Research outside Canada — In computing 
the income of a taxpayer for a taxation year from a 
business of the taxpayer, there may be deducted ex- 
penditures of a current nature made by the taxpayer 
in the year 


(a) on scientific research and experimental devel-. 


opment carried on outside Canada, directly un- 
dertaken by or on behalf of the taxpayer, and re- 
lated to the business; or 


(b) by payments to an approved association, uni- 
versity, college, research institute or other similar 
institution to be used for scientific research and 
experimental development carried on outside 
Canada related to the business provided that the 
taxpayer is entitled to exploit the results of that 
scientific research and experimental 
development. 


Related Provisions: See Related provisions and Bétititichs at 
end of s. 37. 


Pre-RSC History: Subsec. 37(2) substituted by 1988, c. 55, sub- 
sec. 18(7), applicable with respect to expenditures made after De- 
cember 15, 1987 other than expenditures made after that date and 
before 1989 pursuant to 


(a) an obligation entered into in writing before December 16, 
1987; 


(b) the terms of a prospectus, preliminary prospectus, offering 
memorandum or registration statement filed before December 
16, 1987 with a public authority in Canada pursuant to and in 
accordance with the securities legislation of any province; or 


(c) the terms of an offering memorandum distributed as part of 
an offering of securities where 


(i) the offering memorandum contained a complete or sub- 
stantially complete description of the securities contem- 
plated in the offering as well as the terms and conditions of 
the offering of the securities, 


(ii) the offering memorandum was distributed before De- 
cember 16, 1987, 


(iii) solicitations in respect of the sale of the securities con- 
templated by the offering memorandum were made before 
December 16, 1987, and 


(iv) the sale of the securities was substantially in accor- 
dance with the offering memorandum. 


Subsec. 37(2) formerly read: 


(2) Research outside Canada — There may be deducted in 
computing the income for a taxation year of a taxpayer who 
carried on business in Canada and made expenditures in the 
year in respect of scientific research and experimental devel- 
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opment carried on outside Canada, all such Sei tat page of a 
current nature made in the year 


(a) on scientific research and experimental development 
related to the business and directly undertaken ig or on 
behalf of the taxpayer; or 


(b) by payments to an approved association, university, 
college, research institute or other similar institution to be * 
used for scientific research and experimental develop- 

_ ment related to the class of business of the taxpayer. 


Interpretation Bulletins: See list at end of s. 37. 


(3) Minister may obtain advice — The Minister 
may obtain the advice of the Department of Industry, 
the National Research Council of Canada, the De- 
fence Research Board or any other agency or depart- 
ment of the Government of Canada carrying on ac- 
tivities in the field of scientific research as to 
whether any particular activity constitutes scientific, 
research and experimental development. 

Related Provisions: 241(4)(a) — Disclosure of taxpayer infor-, 


mation in order to obtain advice. See also Related provisions and 
Definitions at end of s, 37. 


History: Subsec. 37(3) amended by 1995, ci 1, para.:63(1)(c), to 
substitute “Department of Industry” for “Department of Industry, 
Science and Technology”, in force March 29, 1995. 


Pre-RSC History: Subsec. 37(3) amended by 1990, c. 1, s..28, to 
substitute “Department of Industry, Science and Technology” for 
“Department of Regional Industrial Expansion”, applicable from 
February 23, 1990. : 


Subsec. 37(3) amended by 1980-81-82-83, c. 167, Sch. I, to substi- 
tute “Department of Regional Industrial Expansion” for “Depart- 
ment of Industry, Trade and Commerce”. 


Selected. Cases [subsec. 37(3)]: Stromotich v.. The. Queen, 
[1988] 1 C.T.C. 252 (FCTD); appealed to FCA (March 7, 1988), 
File A-391-88 (Minister not under duty to obtain advice), 


Interpretation Bulletins: Sce list at end of §. 37. 


(4) Where no deduction allowed under sec- 
tion — No deduction may be made under this sec- 
tion in respect, of an expenditure made to acquire 
rights in, or arising out of, scientific research and ex- 
perimental development. 


Related Provisions: See Related provisions and Definitions at 
end of s. 37. 


Interpretation Bulletins: [T-151R4: Scientific research and ex- 
perimental development expenditures. See also list at end of s. 37. 


(5) Where no deduction allowed under 
sections 110.1 and 118.1 — Where, in respect of 
an expenditure on scientific research and experimen- 
tal development made by a taxpayer in a taxation 
year, an amount is otherwise deductible under this 
section and under section 110.1 or 118.1, no deduc- 
tion may be made in respect of the expenditure under 
section 110.1 or 118.1 in computing the taxable in- 
come of, or the tax payable by, the taxpaye for any 
taxation year. 


Related Provisions: See Related provisions and Definitions at 
end of s. 37. 


Pre-RSC History: Subsec. 37(5) substituted. by 1988, c. 55, sub- 
sec, 18(8), applicable to 1988 et seg. Subsec..37(5) formerly. read: 


(5) Idem — Where in respect of an expenditure on scientific 
research and experimental development made by a taxpayer 
in a taxation year an amount is deductible under this section 
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and under section 110, ‘no deduction may be made in respect 
of the expenditure under section 110 in computing the taxable 
income of the taxpayer for any taxation year. 


Interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures. See also list at end of s. 37. 


(6) Expenditures of a capital nature — An 


amount claimed under subsection (1) that may rea-— 


sonably be considered to be in respect of a property 


described in paragraph (1)(b) shall, for the purpose > 


of section 13, be deemed to be an amount allowed to 
the taxpayer in respect of the. property under regula- 
tions made under paragraph 20(1)(a), and for that 


purpose the property shall be deemed to be of a sepa- 


rate prescribed class. 


Related Provisions: 87(2)(d)(ii)(D) — Amalgamations — depre- 
ciable property. See additional Related provisions and Definitions at 
end of s. 37. 


Pre-RSC History: Subsec. 37(6) substituted by, 1988, c. 55, sub- 
sec. 18(9), applicable after December 15,1987. Subsec. 37(6) for- 
merly read: 


(6) Expenditures of a capital nature — An amount claimed 
under paragraph (1)(b) in computing a deduction under that 
subsection shall, for the purpose of section 13, be deemed to 
be an amount allowed to the taxpayer in respect of the prop- 
erty acquired by the expenditures under regulations made 
under paragraph 20(1)(a), and for that purpose the property 
acquired by the expenditures shall be deemed to be of a sepa- 
rate prescribed class. 


Interpretation Bulletins: See list at end of s. 37. 


(6.1) Amount referred to in para. (1)(h) — 
Where.a taxpayer is a corporation control of which 
was last acquired by a person or group of persons at 
any time (in this subsection referred to as “that 
time’’) before the end of a taxation year of the corpo- 
ration, the amount determined for the purposes of 
paragraph (1)(h) for the year with respect to the cor- 
poration in respect of a business is the amount, if 
any, by which 


(a) the amount, if any, by which 
(i) the total of all,amounts.each of which is 


(A) an expenditure described in paragraph 
- (1)(a) or (c) that was made by the corpora- 
tion before that time, 


' (B) the lesser of the amounts determined in 
respect of the corporation under subpara- 
graphs (1)(b)(@j) and (ii) immediately 
before that time, or 


(C) an amount determined in respect of the 
corporation under paragraph (1)(c.1) for its 
taxation year ending immediately before 
that time 


exceeds the total of all amounts each of which is 


(ii) the total of all amounts determined in re- 
spect of the corporation under paragraphs 
(1)(d) to (g) for its taxation year ending imme- 
diately before that time, or 


(iii) the amount deducted by virtue of subsec- 
tion (1) in computing the corporation’s in- 
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come for its taxation year ending immediately 
before that. time ) 


exceeds 
(b) the. total of 


(1) where the business to which the amounts 
described in clause (a)(i)(A), (B) or (C) may 
reasonably be considered to have been related 
was carried on by the corporation for profit or 
with a reasonable expectation of profit 
throughout the year, the total of 


(A) the corporation’s income for the year 
from the business before making any de- 
duction under subsection (1), and 


(B) where properties were sold, leased, 
rented or developed, or services were ren- 
dered, in the course of carrying on the bus- 
iness before that time, the corporation’s in- 
come for the year, before making ‘any 
deduction under subsection (1), from: any 
other business substantially all the income 

of which was derived from the sale, leas- 
ing, rental or development, as the case may 
be, of similar properties or the rendering of 
similar services, and 


(11) the total of all amounts each of which is an 
amount determined in respect of a preceding 
taxation year of the corporation that ended af- 
ter that time equal to the lesser of. 


(A) the amount determined under subpara- 
graph (i) with respect to the corporation in 
respect of the business for that preceding 
year, and 


(B) the amount in respect of the business 
deducted by virtue of subsection (1) in 
computing the corporation’s income for 
that preceding year. 


Related Provisions: 256(7)-(9) — Whether control acquired. 
See also Related provisions and Definitions at end of s. 37. 


Pre-RSC History: All that portion of subsec. 37(6.1) preceding 
subpara, (a)(ii) amended by 1988, c. 55, subsec. 18(10) to substitute 
“with respect to the corporation” for “with respect to the corpora- 
tion in respect of a business” in that portion preceding para. (a), and 
“all amounts” for “all amounts determined in respect of the busi- 
ness” in subpara. (a)(i) and that portion of (a)(i) following cl. (C), 
applicable after December 15, 1987. 


That portion of subpara. 37(6.1)(b)(i) preceding cl. (A) amended by 
1988, c. 55, subsec. 18(11), to add “to which the amounts described 
in clause (a)(i)(A), (B) or (C), may reasonably be considered to have 
been related”, applicable after December 15, 1987. 


Subsec. 37(6.1) added by 1987, c. 46, subsec. 11(2), applicable to 
acquisitions of control occurring after January 15, 1987 other than 
acquisitions of control occurring before 1988, where the persons ac- 
quiring the control were obliged on that date to acquire the control 
pursuant to the terms of agreements in writing entered into on or 
before that date. 


Interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures. See also list at end of s. 37. 


1.T. Technical News: No. 7 (control by a group — 50/50 
arrangement). 


(7) Definitions — In this section, 
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“approved” means approved by the Minister after 
the Minister has, if the Minister considers-it neces- 
sary, obtained the advice of the Department of In- 
dustry or the National Research Council of Canada; 


History: The definition of “approved” in subsec. 37(7) amended by 
1995, c. 1, para. 63(1)(c), to substitute “Department of Industry” for 

“Department of Industry, Science and aera in force March 
291995, 


Pre-RSC History: The.definition <abrrvtiBty was para. 37(7)(a). 


Para. 37(7)(a) amended by 1990, ‘c. 1, s..28, to substitute “Depart- 
ment of Industry, Science and Technology” for “Department of Re- 
gional Industrial Expansion”, in force February 23, 1990. 


Para. 37(7)(a) amended by 1980-81- 82-83, Cid On, Sch. I, to substi- 
tute “Department of Regional Industrial. Expansion” for “Depart- 
ment of Industry, Trade and Commerce”. 


Application Policies: SR&ED 96-10: Third party payments — 
approval process. 


“scientific research and experimental develop- 
ment’’ — [Repealed] 


History: The definition “scientific research and experimental de- 
velopment’ in subsec. 37(7) repealed by 1996, c. 21, subsec. 9(8), 
applicable to work performed after February 27, 1995 except that, 
for the purposes of paras. 149(1)G). and (8)(b), the repeal does not 
apply to work performed pursuant to an agreement in writing en- 
tered into before February 28, 1995. The definition formerly read: 


“scientific research and experimental development” has the 
meaning given to that expression by regulation. 


Pre-RSC History: The definition “scientific research and experi- 
mental development” was 37(7)(b). [Paras. 37(7)(c)-(f) are now 
paras. 37(8)(a)+(d).] 


Selected Cases [subsec. 37(7)“scientific research and ex- 
perimental development’]: Eta Performance Systems Corp. v. 
MNR, [1993] 1 C.T.C. 2710 (TCC) (Scientific research does not in- 
clude routine data collection or research in social sciences or 
humanities); Cultures Laflamme (1984) Inc. v. MNR, [1993] 1 


C.T.C. 2634 (TCC) (Revenues from sales of experimental mush- | ° 


rooms do not reduce current expenses incurred ‘for. scientific re- 
search and experimental development in connection therewith). 


Regulations: 2900 (meaning of “scientific research and experi- 
mental development’). 


Information Circulars: 86-4R3: Scientific. research and experi- 
mental development; 86-4R3 Supplement 1: Automotive industry 
application paper; 86-4R3 Supplement 2: Aerospace industry appli- 
cation paper; 94-1: Plastics industry application paper; 94-2: Ma- 
chinery and equipment industry application paper; 97-1: Adminis- 
trative guidelines for software development. 


(8) Interpretation — In this section, 


(a) references to expenditures on or in respect of 
scientific research and experimental development 


(i) where the references occur in subsection 
(2), include only 


(A) expenditures each of which was an ex- 
penditure incurred for and all or substan- 
tially all. of which was attributable to the 
prosecution of scientific research and ex- 
perimental development, and 


(B) expenditures of a current nature that 
were directly attributable, as determined 
by regulation, to the prosecution of scien- 
tific research and experimental develop- 
ment, and 
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(ii) where the references occur other ete in 
subsection (2), include only 


(A) expenditures incurred by a taxpayer in 
a taxation year (other than a taxation year 
for which the taxpayer has elected under 
clause (B)), each of which is. - 


(I) an expenditure of a current nature 
all or substantially all of which was at- 
tributable to the prosecution, or to the 
provision of premises, facilities or 
equipment for the prosecution, of scien- 
tific research and experimental devel- 
opment in Canada, - 


(II) an expenditure of a current nature 
directly attributable, as determined by 
regulation, to the prosecution, or to the 
provision of premises, facilities or 
equipment for the prosecution, of scien- 
tific research and experimental devel- 
opment in Canada, or 


(II) an expenditure ‘of a capital nature 
that at the time it was incurred was for 
the provision of premises, facilities or 
equipment, where at that time it was 
intended 


1. that it would be used during all or 
substantially all of its operating time 
in its expected useful life for, or 


2. that all or substantially ‘all of its 
value would be consumed in, 


the prosecution of scientific research 
and experimental development in Can- 
ada, and 


(B) where a taxpayer-has elected in pre- 
scribed form and in accordance with sub- 
section (10) for a taxation year, expendi- 
tures incurred by the taxpayer in the year 
each of which is 


(1) an expenditure of a current nature 
for, and all or substantially all of which 
was attributable to, the lease of prem- 
ises, facilities or equipment for the 
prosecution of scientific research and 
experimental development in Canada, 
other than an expenditure in respect of 
general purpose office equipment or 
furniture, 


(If) an expenditure in respect of the 


prosecution of scientific research and — 
experimental development in Canada — 


directly undertaken on behalf shite the 
taxpayer, 

(if) an elena anion desasinée in sub- 
clause (A)(II), other than an expendi- 
ture in:respect of general purpose office 
equipment or furniture, 


(IV) that portion of an. expenditure 
made in respect of an expense incurred 
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in the year for salary or wages of an 


employee who is directly engaged in 


scientific research-and experimental de- 
velopment in Canada that can reasona- 
bly be considered to relate to such work 
having regard to the time spent by the 
employee thereon, and, for this pur- 
pose, where that portion is all or sub- 
stantially all of the expenditure, that 
portion shall be deemed to be the 
amount of the expenditure, 


(V) the cost of materials consumed in 
the prosecution of scientific research 
and experimental development in Can- 
ada, or 


(VI) 2 of any other expenditure of a 
current nature in respect of the lease of 
premises, facilities or equipment. used 
primarily for the prosecution of scien- 
tific research and experimental devel- 
opment in Canada, other than an expen- 
-diture in respect of general purpose 
office equipment,or furniture; 


Selected Cases [subpara. 37(8)(a)(ii)]: Dew Engineering & 
Development Ltd. v. Canada, [1996] 3 C.T-C. 2904 (TCC) (Portable 
laboratory was not a “building”’); Highland Foundry Ltd. v. Canada, 
[1994] 2 C.T.C. 2329 (TCC) (Time frame for “all or substantially 
all” is time period: over which prosecution or construction. takes 
place, not full useful life of equipment). 


(b) for greater certainty, references to scientific 
research and experimental development related to 
a business include any scientific research and ex- 
perimental development that may lead to or facil- 
itate an extension of that business; 


(c) except in the case of a taxpayer who derives 
all or substantially all of the taxpayer’s revenue 
from the prosecution of scientific research and 
experimental development (including the sale of 
rights arising out of scientific research and exper- 
imental development carried on by the taxpayer), 
the prosecution of scientific research and experi- 
mental development shall not be considered to be 
a business of the taxpayer to which scientific re- 
search and experimental development is related; 
and 


(d) notwithstanding paragraph (a), references to 
expenditures on or in respect of scientific re- 
search and experimental development shall not 
include 


(1) any capital expenditure made in respect of 
the acquisition of a building, other than a pre- 
scribed special-purpose building, including a 
leasehold interest therein, 


(ii) any outlay or expense made or incurred 
for the use of, or the right-to use, a building 
other than a prescribed special-purpose build- 
ing, and 
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(iii) payments made by a taxpayer to 


(A) ‘a corporation resident in Canada and 
exempt from tax under paragraph 
149(1)q), an approved research institute or 
an approved association, with which the 
taxpayer does not deal at arm’s length, 


(B) a corporation other than a corporation 
referred to in clause (A), or 


(C) an approved university, college or 
organization 


to be used for scientific research and experi- 
mental development 


(D) in the case of such a payment to a per- 
son described in clause (A) or (B), to the 
extent that the amount of the payment may 
reasonably be considered to have been 
made to enable the recipient to acquire a 
building or a leasehold interest in a build- 
ing or to pay an amount in respect of the 
rental expense in respect of a building, and 


(E) in the case. of a payment to a person 
described in clause’ (C), to the extent that 
the amount of the payment may reasonably 
be considered to have been made to enable 
the recipient to acquire a building, or a 
leasehold interest: in a building, in which 
the taxpayer has, or may reasonably be ex- 
pected to. acquire, an interest. 


Related Provisions: 37(1.1) — Business of related corporations; 
37(8) — Limitations; 37(9) — Salary or wages; 37(10) — Time for 
election; 38(9.1) — Limitation on payments to specified employees; 
96(3) — Election by members of partnership; 149(1)G)Gi)(A) — 
Non-profit SR&ED corporation’s expenditures; 248(1)“scientific 
research and experimental development” — Definition of SR&ED. 
See additional Related provisions and Definitions at end of s. 37. 


History: Subpara. 37(8)(a)(i1) amended by 1994, c. 8, subsec. 4(2), 
applicable (by subsec. 4(5), as amended by 1997; c. 25, s. 74, 
deemed to have come into force May 12, 1994), to taxation years of 
a taxpayer that end after December 2, 1992, except that it does not 
apply to taxation years of a taxpayer, that began before March 6, 
1996 with respect to rental expenses incurred pursuant to a written 
lease agreement renewed, extended or entered into before June 18, 
1987 by the taxpayer or a person with whom the taxpayer did not 
deal at arm’s length at the time the lease was renewed, extended or 
entered into. Subpara. (a)(ii) formerly read: 


(ii) where the references occur other than in subsection (2), 
include only 


(A) expenditures each of which was an expenditure in- 
curred for and all or substantially all of which was attrib- 
utable to the prosecution, or to.the provision of premises, 
facilities or equipment for the prosecution, of scientific 
research and experimental development in Canada, and 


(B) expenditures of a current nature that were directly at- 
tributable, as determined by regulation, to the prosecu- 
tion, or to the provision of premises, facilities or. equip- 
ment for the prosecution, of scientific research and 
experimental development in Canada; 
Subpara. 37(8)(d)(i) amended by 1994, c, 8, subsec. 4(3), applica- 
ble to taxation years ending after December 2, 1992. Subpara. (d)(1i) 
formerly read: 


(ii) any rental expense incurred in respect of a building other 
than a prescribed special-purpose building, and 
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Pre-RSC History: Paras. 37(8)(a)-(d) were 37(7)(c)-(f). 


Para. .37(7)(d) [now 37(8)(b)] substituted by 1988, c. 55, subsec. 
18(12), applicable after December 15, 1987. Para. 37(7)(d) formerly 
read: 


(d) references to scientific research and. experimental devel- 
opment relating to a business or class of business include any 
scientific research and experimental development that may 
lead to or facilitate-an extension of that business or, as the 
case may be, business of that class. 


Para. 37(7)(e) [now 37(8)(c)] added by 1988, c. 55, subsec. 18(13), 
applicable with respect to expenditures made after December 15, 
1987 other than expenditures made after that date and before 1989 
pursuant to 


(a) an obligation entered into in writing before December 16, 
1987; 

. (b) the terms of a prospectus, preliminary, prospectus, offering 
memorandum or registration statement. filed before December 
16, 1987 with a public authority in Canada pursuant to and in 
accordance with the securities legislation of any province; or 


(c) the terms of an offering memorandum distributed as part of 
an offering of securities where 


(i) the offering memorandum contained a complete or sub- 
stantially complete description of the securities contem- 
plated in the offering as well as the terms and conditions of 
the offering of the ‘securities, 


(ii) the offering memorandum was distributed before De- 
cember 16, 1987, 


(iif) solicitations in respect of the sale of the securities con- 
templated by the offering memorandum were made before 
December 16, 1987, and 


(iv) the sale of the securities. was substantially in accor- 
dance with the offering memorandum. 


Para. 37(7)(f) [now 37(8)(d)] added by 1988, c. 55, subsec. 18014), 
applicable: with respect to 


(a) buildings and leasehold interests acquired after 1987 other 
than a building or leasehold interest acquired before 1990 


(i), pursuant to .an-obligation entered into in writing before 
June 18, 1987, or 


(ii) the construction of which was commenced before June 
18, 1987 by or on behalf of the taxpayer; 


(b) rental expenses incurred after 1987, other than such rental 
expenses incurred pursuant to a written lease agreement re- 
newed, extended or entered into before June 18, 1987 by the 
mipayer or a person with whom the taxpayer did not deal at 
arm’s length at the time the lease was renewed, extended or en- 
tered into; and 


(c) payments described in subpara. 37(7)(f)(iii) made after De- 
cember 15, 1987 other than payments made pursuant to an 
agreement entered into in writing before December 16, 1987 
with a person with whom the taxpayer deals at arm’s length. 


Subparas. 37(7)(c)(1), (ii) [now 37(8)(a)(i), Gi)] substituted by 1986, 
c. 6, subsec. 15(2), applicable with respect to expenditures made in 
taxation years ending after May 23, 1985. Subparas. 37(7)(c)(i), (ii) 
formerly read: 


(i) where the references occur in subsection (2), include only 
expenditures incurred for and wholly attributable to the pros- 
ecution of scientific research, and 


(ii) where the references occur other than in subsection (2), 
include only expenditures incurred for and wholly attributable 
to the prosecution, or the provision of facilities for the prose- 
cution, of scientific research in Canada; and 


Selected Cases: Consoltex Inc. v. R., [1997] 2 C.T.C. 2846 
(TCC) (Cost of yarn used for scientific research fell within 
provision). 
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Regulations: 2900(2)-(4) (meaning of “expenditures directly at- 
tributable”); 2903 (prescribed special-purpose building). 

interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures. See also list at end of s. 37. 


Information Circulars: 86-4R3: Scientific research and experi- 
mental development; 86-4R3 Supplement 1: Automotive industry 
application paper; 86-4R3 Supplement 2:, Aerospace industry appli- 
cation paper; 94-1: Plastics industry application paper; 94-2: Ma- 
chinery and equipment industry application paper; 97-1: Adminis- 
trative guidelines for software development. 

Application Policies: SR&ED 94-02: Expenditures of sole-pur- 
pose SR&ED performers — para. 37(8)(a) of the Act and 2902(a) 
of the Regulations; SR&ED 96-06: Directly undertaking, supervis- 
ing or supporting v. “directly engaged” SR&ED salary and wages. 


(9) Salary or wages — For the purposes of 
clauses (8)(a)(1i)(A) and (B), an expenditure of a tax- 
payer does not include remuneration based on profits 
or a bonus, where the remuneration or bonus, as the 
case may be, is in respect of a specified employee of 
the taxpayer. 


History: Subsec. 37(9) added by 1994, c. 8, subsec. 4(4), applica- 
ble to taxation years ending after December 2, 1992. 


(9.1) Limitation re specified employees — For 
the purposes of clauses (8)(a)Gn(A) and (B), ex- 
penditures incurred by a taxpayer in a taxation year 
do not include expenses incurred in the. year in re- 
spect of salary or wages of a specified employee. of 
the taxpayer to the extent that those expenses exceed 
the amount determined by the formula 


B 
A ata? 
365 


where 


A is 5 times the Year’s Maximum Pensionable 
Earnings (as determined under section 18 of the 
Canada. Pension Plan) for the calendar year in 
which the taxation year ends; and . 


Bis the number of days in the taxation year on 
which the employee is a dibeetiore seed of 
the taxpayer. 


Related Provisions: 38(9.2)-(9.5) — Allocation of salary of 
specified employee of associated Corporations. 


History: Subsec. 379. 1} added by. 1997, G= 25" Say applicable to 
taxation years that begin after March 5, 1996. roe 


(9.2) Associated corporations — Where 


(a) in a taxation year of a corporation that ends in 
a calendar year, the corporation employs an indi- 
vidual who is a specified employee of the 
corporation, 


(b) the corporation is associated with anther cor- 
poration (in this subsection and subsection (9.3) 
referred to as the “associated corporation’’) in a 
taxation year of the associated corporation that 
ends in the calendar year, and 


(c) the individual is a specified employee of the 
associated corporation in the taxation year of the 
associated corporation that ends in the calendar 
year, 
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for the purposes of clauses (8)(a)(11)(A) and (B), the 


expenditures incurred by the corporation in its taxa- 


tion year or years that end in the calendar year and 
by each associated corporation in its taxation year or 
years that end in the calendar year do not include ex- 
penses incurred in those taxation years in respect of 
salary or wages of the specified employee unless the 
corporation and all of the associated corporations 
have filed with the Minister an agreement referred to 
in subsection (9.3) in respect of those years. 


Related Provisions: 37(9.5) — Certain individuals and partner- 
ships deemed to be associated corporations. 


History: Subsec. 37(9.2) added by 1997, c. 25,8. 6, abpheablen to 
taxation years that begin after March 5, 1996. 


(9.3) Agreement among associated corpora- 
tions — Where all of the members of a group of as- 
sociated corporations of which. an. individual, is a 
specified employee file, in respect of their taxation 
years that end in a particular calendar year, an agree- 
ment with the Minister in which they allocate an 
amount in respect of the individual to one. or more of 
them for those years and the amount so allocated or 
the total of the amounts so allocated, as the case may 
be, does not exceed the amount determined by the 
formula 


365 


where 


A is 5 times the Year’s Maximum Pensionable 
Earnings (as determined under section 18. of the 
Canada Pension Plan) for the particular calendar 
year, and 


B is the lesser of 365 and the number of days in 
those taxation years on which the individual was 
a specified employee of one or more of the 
corporations, 


the maximum amount that may be claimed in respect 
of salary or wages of the individual for the purposes 
of clauses (8)(a)(ii)(A) and (B) by each of the corpo- 
rations for each of those years is the amount so allo- 
cated to it for each of those years. 


Related Provisions: 37(9.5) — Certain individuals and partner- 
ships deemed to be associated corporations. 


History: Subsec. 37(9.3) added by 1997, c. 25, s. 6, applicable to 
taxation years that begin after March 5, 1996. 


(9.4) Filing — An agreement referred to in subsec- 
tion (9.3) is deemed not to have been filed by a tax- 
payer unless 


(a) it is in prescribed form; and 
(b) where the taxpayer is a corporation, it is ac- 
companied by 


(i) where its directors are legally entitled to 
administer its affairs, a certified copy of their 
resolution authorizing the agreement to be 
made, and 


(ii) where its directors are not legally entitled 
to administer its affairs, a certified copy of the 
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document by which the person legally entitled 
to administer its affairs authorized the agree- 
ment to be made. 


History: Subsec. 37(9.4) added by 1997, .c.. 25, s..6, applicable to 
taxation years that begin after March 5, 1996. 


(9.5) Deemed corporation — iret the purposes of 
_ Subsections (9.2) and (9. 3) and this subsection, each 


(a) individual related to a particular corporation, 


(b) partnership of which a majority interest part- 
ner is 


(1) an individual related toa particular corpo- 
ration, or 


(i1) a Corporation peaomaiede with a parsueplar 
corporation, and 


(c) limited partnership of which a member whose 
liability as.a member is not, limited is 


(i) an individual related to a particular corpo- 
ration, or 


(i1) a corporation associated witha | particular 
corporation, 


is deemed to be a corporation associated with the 


_ particular corporation. 


History: Subsec. 37(9.5) added by 1997, c..25, Ss. 6, applicable to 
taxation years that begin after March 5, 1996. 


(10) Time for election — Any election made 
under clause (8)(a)(Gi)(B) for a taxation year by a 
taxpayer shall be filed by the taxpayer on the day on 
which the taxpayer first files a prescribed form re- 
ferred to in subsection (11) for the year. 
History: Subsec. 37(10) amended by 1998, c. 19, subsec. 86(2), 
applicable after February 21, 1994 to expenditures incurred at any 
time except that, for taxation years that began before 1996, the ref- 
erence in subsec. 37(10) to “subsection (11)” shall be read as a ref- 
erence to “subsection (1)”> The subsec. formerly read: 
(10) Any election made under clause (8)(a)(i)(B) for a taxa- 
tion year by a taxpayer shall be filed by the taxpayer on the 
day on which the taxpayer first files a prescribed form re- 
ferred to in subsection (11) for the year. 


Subsec. 37(10) amended by 1996, ¢c..21; subsec. 9(9), applicable to 

taxation years that begin after 1995. The subsec: formerly read: 
(10). Any election under. clause (8)(a)(11)(B) made by a tax- 
‘payer fora taxation year, shall be filed with the taxpayer’s 
return of income under this Part for the year. 


Subsec. 37(10) added by 1994, c. 8, subsec. 4(4), applicable to taxa- 
tion years ending after December 2, 1992. 


(11) Filing requirement — Subject to subsection 
(12), no amount in respect of an expenditure that 
would be incurred by a taxpayer in a taxation year 
that begins after 1995 if this Act were read without 
reference to subsection 78(4) may be deducted under 
subsection (1) unless the taxpayer files with the Min- 
ister a prescribed form containing prescribed infor- 
mation in respect of the expenditure on or before the 
day that is 12 months after the taxpayer’s filing-due 
date for the year. 


Related Provisions: 127(9)“investment tax credit’(m) — Filing 
deadline applies to all investment tax credits. 
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History: Subsec. 37(11) added by 1996, c. 21, subsec. 9(10), appli- 
cable to taxation years that begin after 1995. Former subsec. S711) 
amended and renumbered as subsec. 37(12). See below. 


Forms: T1661: Claim for scientific research and experimental de- 
velopment carried on in Canada. 


(12) Misclassified expenditures — If a taxpayer 
has not filed a prescribed form in respect of an ex- 
penditure in accordance with subsection (11), for the 
purposes of this Act, the expenditure is deemed not 
to be an expenditure on or in respect of scientific re- 
search and experimental development. 
History: Subsec. 37(12) amended by 1998, c. 19, s. 5, applicable to 
1997 et seg. The subsec. formerly read: 
(12) Reclassified expenditures — A taxpayer is not re- 
quired to file the prescribed form. referred to in subsection 
(11) in respect of an expenditure that would be incurred in a 
taxation year by the taxpayer if this Act were read without 
reference to subsection 78(4) where the expenditure is reclas- 
sified by the Minister on an assessment of the taxpayer’s tax 
payable under this Part for the year, or on a determination 
that no tax under this Part is payable by the taxpayer for the 
year, as an expenditure in respect of scientific research and 
experimental development. 
Subsec. 37(12) renumbered (from 37(11)) and amended by 1996, c. 
21, subsec. 9(10), applicable to taxation years that begin after 1995. 
The subsec. formerly read: 
(11) Reclassified expenditures — For the purpose of sub- 
section (1), a taxpayer is not required to file the prescribed 
form referred to in that subsection in respect of an expendi- 
ture incurred in a taxation year by the taxpayer where the ex- 
penditure is reclassified by the Minister on an assessment of 
the taxpayer’s tax payable under this Part for the year, or on a 
determination that no tax under this Part is payable by the 
taxpayer for the year, as an expenditure in respect of scien- 
tific research and experimental development. 
Subsec. 37(11) (now subsec. 37(12)) added by 1995, c. 3, subsec. 
9(2), applicable after February 21, 1994 to expenditures incurred. at 
any time. 


(13) Non-arm’s length contract — linked 
work — For the purposes of this section and sec- 
tions 127 and 127.1, where 


(a) work is performed by a taxpayer for a person 
or partnership at a time when the person or part- 
nership does not deal at arm’s length with the 
taxpayer, and 


(b) the work would be scientific research and ex- 
perimental development if it were performed by 
the person or partnership, 


the work is deemed to be scientific research and ex- 
perimental development. 
History: Para. 37(13)(b) amended by 1998, c. 19, subsec. 86(3), 
applicable to taxation years that begin after 1995. The para. for- 
merly read: 
(b) the work would be scientific research and experimental 
development described in paragraph 2900(1)(d) of the Income 
Tax Regulations if it were performed by the person or 
partnership, 
Subsec. 37(13) added by 1996, c. 21, subsec. 9(10), applicable to 
taxation years that begin after 1995. 
Related Provisions [s. 37]: 87(2)(1) — Amalgamations — con- 
tinuing corporation; 127(12.1)— Investment tax credit; 256(8) — 
Deemed acquisition of shares. 
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Pre-RSC History [s. 37]: The expression “scientific research and 
experimental development” substituted for “scientific research” 
throughout the Act by 1986, c. 6, subsec. 15(3), applicable with re- 
spect to taxation years ending after May 23, 1985. 


Definitions [s. 37]: “acquired” — 256(7)-(); “amount” — 
248(1); “approved” — 37(7); “arm’s length” — 251(1); “associ- 
ated” — 13(9.5), 256: “available for use” — 13(27)-(32), 248(19); 
“business” — 248(1); “calendar year” — Interpretation Act 
37(1)(a); “Canada” — 255; “carrying on business” — 253; “‘con= 
trol” — 256(7)-(9); “corporation” — 248(1), Interpretation Act 
35(1); “depreciable property” — 13(21), 248(1); “expenditure” — 
37(8)(a), (d), 37(9); “filing-due date” — 150(1), 248(1); “‘individ- 
ual” — 248(1); “majority interest partner”, “Minister”, “person”, 
“prescribed”, “property” — 248(1); “received” — 248(7); “regula- 
tion” — 248(1); “related to a business” — 37(8)(b); “resident: in 
Canada” — 250(1); “scientific research and experimental develop- 
ment” — 37(8), (13), 248(1), Reg. 2900; “specified employee” — 
248(1); “tax payable” — 248(2); “taxable income” — 2(2), 248(1); 
“taxation year” — 11(2), 249; “taxpayer? — 248(1). 


Interpretation Bulletins [s. 37]: IT-121R3: Election to capital- 
ize cost of borrowed money; IT-151R4: Scientific research and ex~ 
perimental development expenditures. 


37.1 [Repealed] » 


History: S. 37.1 repealed by 1998, c. 19, s. 87, applicable to 1995 
et seq. S. 37.1 formerly read: H 


37.1 (1) Additional allowance for scientific research and 
experimental development — In computing the income for. 
a taxation year of a corporation that carried on business in 
Canada, other than a corporation referred to in subsection (2), 
there may be deducted an amount (in this section referred to 
as the “research allowance” of the corporation) equal to 50% 
of the amount, if any, by which 


(a) the qualified expenditure made by the corporation in 
the year 


exceeds 
(b) the total of 


(i) the expenditure base of the corporation for the 
year, and ’ 


(ii) the total of all amounts each of which is) an 
amount paid to the corporation in the year by 


(A) Her Majesty in right of Canada or a province 
in respect of scientific research and experimental 
development to the extent that the amount may 
reasonably be considered to relate to 


(I) the qualified expenditure made by the 
corporation in taxation years ending after 
fo 77, OF 


(Il) the cost of or depreciation on any re- 
search property of the corporation, 


(B) another corporation resident in’ Canada for 
scientific research and experimental develop- 
ment related to the business of that other corpo- 
ration, or 


(C) a corporation not resident in Canada if it 1s 
entitled to a deduction under subparagraph 
37(1)(a)(v) of the Income Tax Act, chapter 148 
of the Revised Statutes of Canada, 1952, in re- 
spect of the amount so paid. 


(2) Idem, where corporations, associated — In computing 
the income for a particular taxation year of a corporation that 
carried on business in Canada and that was associated in the 
particular year with one or more other such corporations, 
there may be deducted an amount (in this section referred to 
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as the “research allowance” of the corporation) determined in 
accordance with the following rules: 


(a) determine the amount in respect of the corporation by 
which. the qualified expenditure made by the corporation 
in, the particular, year exceeds. the total that would have 
been described in paragraph (1)(b)-in respect of the cor- 
poration for the particular year if subsection (1) had ap- 
plied to the corporation, 


(b) determine the amount, if any, _by which the total of 


(i) the qualified expenditure made by the corporation 
in the particular year, and 


(ii) the total of all amounts each of which is the qual- 
ified expenditure made by another corporation asso- 
ciated in the particular year with the corporation, 1n 
the other corporation’s*taxation year that ended in 
‘the calendar year in which. the particular year ended, 
exceeds 
(iit) the total of 
(A) the expenditure base of the corporation for 
the particular year, 
(B) the expenditure base of each other corpora- 
tion associated in the particular year with the 
corporation for that other corporation’s taxation 
year that ended tn the calendar year in which the 
particular year ended, and 
(C) the total of all amounts each of which is an 


amount that would be described in subparagraph 
(1)(b)(1) 1f subsection (1) were applicable 


(I) paid to the Soro anOn in | the particular 
year, and 


(II) paid to another corporation associated in 


the particular year with the corporation, if 


paid in the other ’corporation’s taxation year 
‘that ended in the calendar year in which the 
particular year ended, 

(c) determine. the total of 


(1) the amount determined under paragraph (a) in re- 
spect of the corporation for the year, and 


(ii) the total of all amounts each of which is the 
amount determined under paragraph (a) for another, 


corporation that is associated in the particular year 
with the corporation in respect of the other corpora- 
tion’s taxation year that ended in the calendar year in 
which the particular year ended, and 
(d) determine the amount that is 50% of that proportion 
of the amount determined under paragraph (b) that 


(i) the amount determined under paragraph (a) 
is of 
(ii) the total determined under paragraph (c), 


and the amount determined under paragraph (d).is the amount 
of the research allowance that may be deducted in computing 
the income for the particular year of the corporation.’ ” 


(3) Inclusion in income where research property 
disposed: of — Where at any time in a particular taxation 
year a corporation has disposed of a research property (other 
than to a corporation with which it was associated in the year 
in a transaction to which subsection 85(1) or 88(1) applied), 
there shall be included in computing the income of the corpo- 
ration for the year an amount equal to the lesser of 


(a) 50% of the lesser of 
(1) the fair market value at that time of the property, 
and 
(11) the capital cost to the corporation of the property 
at that time, and 
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(b) the amount, if. any, by which the total of 


(i) all amounts each of which is the research allow- 
ance deducted in computing the income of the corpo- 
ration for any taxation Yea commencing before that 
time, and 


(ii) all amounts each of which is an amount in re- 
spect of another corporation associated in the partic- 
ular year with the corporation, equal to the research 
allowance deducted in computing the income of the 
other corporation for any. taxation Spas ending in or 
before the particular year, 


exceeds the total of all amounts’ each of which is an 
amount in respect of a disposition of property before that 
» time, that was 


(ii) an amount included by virtue of this subsection 
in computing the income of the corporation for any 
taxation year commencing before that time, or 


(iv) an amount in respect of another corporation as- 
sociated in the particular year with the corporation 
included by virtue of this subsection in computing 
the income of that other corporation for any taxation 
year ending in or before the particular year. 


(4) Capital cost of research property disposed of to 
associated corporation — For the purposes of this subsec- 
tion and subsection (3), where at any time in a taxation year 
subsection 85(1) or 88(1) applied with respect to a disposition 
of research property by a. particular. corporation to another 
corporation with which it-was associated in the year, 


(a) the property shall be deemed to be a research property 
of the other corporation; and 


(b) where the capital cost to the particular corporation of 
the property exceeds its proceeds of disposition, the capi- 
tal cost to the other corporation shall be deemed to be the 
amount that was the capital cost thereof to the particular 
corporation. 


(5) Definitions — In this section, 


“base period” of a. corporation for a particular taxation year 
means, except as provided in balsarapn 87(2)(1.1), the period 
commencing 


(a) where the corporation has 3 consecutive taxation 
years commencing at, any time after the end of its 1976 
taxation year and ending immediately. before the particu- 
lar year, on the first day of the first of those 3. years, and 


(b) in any other case, on the later of the first day of its 
first taxation year and the first day of its 1977 taxation 
year 
and ending immediately before the first day of the particular 
taxation year; 


“expenditure base” ofa corporation for a particular taxation 
year means the product obtained when the amount, if any, by 
which 


(a) the total. of all amounts each of which is the qualified 
expenditure made by the corporation in a taxation year in 
its base period (or, in the case. of a new. corporation 
within the meaning of subsection 87(1), made by the cor- 
poration in.its base period), 


exceeds 
(b) the total of all amounts paid to the corporation by 


(i) Her Majesty in right of Canada or a province in 
respect of scientific research and experimental devel- 
opment to the extent that the amount may reasonably 
be considered to relate to 


(A) the qualified expenditure made by the corpo- 
ration in taxation years ending after 1976, or 
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(B) the cost of ot depreciation on any research 
property of the corporation, 


‘(ii) another corporation resident in Canada for scien- 
tific research and experimental development related 
to the business of that other corporation, or 


(iii) a corporation not resident in Canada if it was en- 
titled to a deduction under subparagraph 37(1)(a)(v) 
in respect of the amount so paid 


in a taxation year in its base period (or, in the case of a 
new corporation within the meaning of subsection 87(1), 
paid to the corporation in its base period), 


is multiplied by the proportion that the number of days in the 
particular year is of the numberof days in its base period; 


“qualified expenditure” made by a corporation in a taxation 
year means the total of expenditures (other than prescribed 
expenditures) each of which is 


(a) an expenditure, in respect of scientific research and 
experimental development carried on in Canada, made by 
it in the year and described in paragraph 37(1)(a), 


(b) an expenditure made by it in the year to acquire prop- 
erty that has not been used for any purpose whatever 
before it was acquired by the corporation and ,that is an 
expenditure described in subparagraph 37(1)(b)(@), or 


(c) a payment made by it in thé year to Her Majesty in 
right of Canada or a' province to the extent that it may 
reasonably be considered to be a repayment of an amount 
described in clause (1)(b)(@i)(A) with regard to that 
corporation; ato 


“research property” of a.corporation means property referred 
to. in paragraph (b) of the definition “qualified expenditure” in 
this subsection acquired by virtue of an expenditure made by 
the corporation after the end of its 1977 taxation year; 


“scientific research and experimental development” has the 
meaning given to that expression by regulation. 


(6) When certain qualified. expenditures deemed to be 
made — Where a corporation has in a taxation year ending 
in a particular calendar year made a payment to another cor- 
poration with which it is associated in the taxation year, 


(a) if the payment would, but for this paragraph, be in- 
cluded in the qualified expenditure made by the corpora- 
tion in the taxation year, such portion of the payment as 
may, reasonably be regarded as a payment for or on ac- 
count of a scientific research and experimental develop- 
ment expenditure to be made by the other corporation in 
a taxation year (in this paragraph referred to as a “‘subse- 
quent year”) ending after the particular calendar year 
shall be deemed, for the purposes of this section, not to 
have been paid at the time at which it was actually: paid, 
but to have been paid on the last day of the subsequent 
year; and 


(b) if the payment is received by the other corporation in 
a taxation year ending in a calendar year preceding the 
particular calendar year, the payment shall, if it may rea- 
sonably be regarded as a payment for or on account of a 
scientific research and experimental development expen- 
diture to be made by the other corporation in a taxation 
year (in this paragraph referred to as the “specified year’’) 
following the year in which the payment was received by 
it, be deemed, for the purposes of this section, not to have 
been paid to the other corporation in the ‘taxation year in 
which it was actually paid, but to have been paid on the 
last day of the specified year. 


(7) Certain corporations deemed to be associated — For 
the purpose of computing the research allowance of a particu- 
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lar corporation for a taxation year, where another corporation 
other than a corporation that was ie 


(a) a predecessor corporation (within the meaning of sub- 
section 87(1)) in respect of the particular corporation or 
in respect of a corporation associated with the particular 
corporation in the year, or 


_(b) a subsidiary corporation (within the meaning assigned 
to the expression “subsidiary” by subsection 88(1)) that 
was wound up before the taxation year, if its parent cor- 
poration (within the meaning assigned to the expression 
“parent” by that subsection) was the particular corpora- 
tion or a corporation associated with the particular corpo- 
ration in the year, 


was not associated with the particular corporation in the year 
but was associated with the particular corporation in a taxa- 
tion year in the: particular corporation’s base period for the 
year, and 


(c) all or substantially all of the property of the other cor- 
poration used by it in carrying on any business during 
that base period, was acquired in any manner whatever 
by the particular corporation, or by one or more corpora- 
tions associated with the particular corporation in the 
year, 


that other corporation shall (notwithstanding that it may have 
ceased to exist) be deemed to be a corporation 


(d) associated with the particular corporation in the year, 
and 


(e) that had taxation years ending on anniversaries of the 
last day of its taxation year in which it was last associated 
with the particular corporation. 


Pre-RSC History [s. 37.1]: The opening words of subsec. 37.1(5) 
included references to subsecs. &7(2) and 88(1.4). See now subsecs. 
&7(2.01) and 88(1.41). The definition “base period” was para. 
37.1(5)(a). The definition, “expenditure base” was para. 37.1(5)(b). 


The definition “qualified expenditure” was para. 37.1(5)(c). The 


definition “research property” was para. 37.1(5)(d). The definition 
“scientific research and experimental development” was para. 
37.1(5)(e). See Table of Concordance. 


The expression “scientific research and experimental development” 
substituted for “scientific research” by 1986, c. 6, subsec. 15(3), ap- 
plicable with respect to taxation years ending after May 23, 1985. 


Cl. 37.1(1)(b)Gi)(A). and. 37.1(5)(b)Gi)(A) amended and subpara. 
37.1(5)(c)Gii) added by 1979, c. 5, s. 10, applicable to taxation 
years ending after 1977. 


S. 37.1 added by 1977-78, c. 32, subsec. 6(1). For application, see 


37.2 and 37.3. 


Interpretation Bulletins [s. 37.1]: IT-121R3: Election to capi- 
talize cost of borrowed money; IT-151R4: Scientific research and 
experimental development expenditures. 


37.2 [Repealed] 


Origin of s. 37.2: R.S.C. 1985, c. 1 (Sth. Supp.) (formerly an 
application rule in 1977-78, c, 32, s. 6). 


History: S. 37.2 repealed by 1998, c. 19, s. 87, applicable to 1995 
et seq. S. 37.2 formerly read: 


37.2 (1) Application of section 37.1 — Section sia is ap- 
plicable to taxation years ending after 1977 and before 1989 
except that, 


(a) in its application to any taxation year commencing 
before 1978, the research allowance of a corporation 
shall be that proportion of the research allowance other- 
wise deductible that the number of days in the taxation 
year after 1977 is of the number of days in the taxation 
year; } 
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(b) in its application to a taxation year ending after 1987, 
the research allowance of a corporation shall be that pro- 
portion of the research allowance otherwise deductible 
that the number of days in the taxation year before 1988 
is of the number of days in the taxation year; and 


(c) with respect to the disposition. of a research property, 
section 37.1 is applicable to the 1978 and subsequent tax- 
ation years. uf 


(2) Idem — Words and expressions used in subsection (1) 
have the meanings assigned by section 37.1. 


37.3 [Repealed] 


Origin of s. 37.3: R.S.C. 1985, c. 1 (5th Supp.) (formerly an — 


application rule in 1984, c. 1, s. 11). 


History: S. 37.3 repealed by 1998, c. 19, s. 87, applicable to 1995 
et seq. S. 37.3 formerly read: - 


37.3 Application of subsecs.,37.1(1) and (2) — Notwith- 
standing section 37.2, subsections 37.1(1) and (2) do not ap- 
ply to a taxation year of a corporation that ends after October 
1983 unless 


(a) in the case of a particular taxation year that includes 
November 1, 1983, the corporation elects in its return of 
income under Part I for the year to have those subsec- 
tions apply, in which case each corporation that was as- 
sociated with the corporation in the year shall be deemed 
to have so elected in respect of its taxation year that en- 
ded in the calendar year in which the.particular taxation 
year ended; or 


(b) the qualified expenditure (within the meaning as- 
signed by subsection 37.1(5)) made by the corporation in 
the year includes 


(i) an expenditure that the corporation was obligated 
to make pursuant to an agreement in writing entered 
into by the corporation before April 20, 1983, or 


(11) an expenditure that the corporation was obligated 
to make in respect of a project pursuant to an agree- 
ment in writing entered into by the corporation 
before November 2, 1983, where the project com- 
menced before 1984 and proceeded without. undue 
delay, and arrangements, evidenced by writing, re- 
specting the project were substantially advanced 
before April 20, 1983, 


and the corporation elects in its return of income under 
Part I for the taxation year to have those subsections ap- 
ply, in which case the amount that may be deducted 
under section 37.1 in computing the income of the corpo- 
ration for the year shall be that proportion of the amount 
thereof that could, but for this section, have been so de- 
ducted by the corporation (on.the assumption that it is not 
associated in the year with any other corporation) that 


(iii) an amount equal to the total of expenditures 
made by the corporation in the year each of which is 
an expenditure described in the definition “qualified 
expenditure” in subsection 37.1(5) and is made pur- 
suant to an agreement referred to in subparagraph (i) 
or (ii) 


is of 


(iv) the qualified expenditure (within the meaning as- 
signed by subsection 37.1(5)) made by the corpora- 
tion in the year. 


S. 38 


Subdivision c — Taxable Capital 
Gains and Allowable Capital 
Losses 


38. Taxable capital gain and allowable capital 
loss — For the purposes of this Act, 


(a) subject to paragraph (a.1), a taxpayer’s taxa- 
ble capital gain for a taxation year from ‘the dis- 
position of any property is °/4 of the taxpayer’s 
capital gain for the year from the disposition of 
the property; 

Selected Cases [para. 38(a)]: Sani Sport Inc. v. Canada, [1990] 


2 C.T.C. 15 (FCA) (Part of expropriation compensation paid for 
loss of business use of land was capital). 


(a.1) a taxpayer’s taxable capital gain for a taxa- 
tion year from the disposition after February 18, 
1997 and before 2002 of any property is 3/8 of 
the taxpayer’s capital gain for the year from the 
disposition of the property where 


(i) the disposition is the making of a gift to a 
qualified donee (as defined in subsection 
149.1(1)), other than a private foundation, of a 
share, debt obligation or right listed on a pre- 
scribed stock exchange, a share of the capital 
stock of a mutual fund corporation, a unit of a 
mutual fund trust, an interest.in a related seg- 
regated fund trust (within the meaning as- 
signed by paragraph 138.1(1)(a)) or a pre- 
scribed debt obligation, or 


(ii) the disposition is deemed by section 70 to 
have occurred and the taxpayer is deemed by 
subsection 118.1(5) to have made a gift de- 
scribed in subparagraph (i) of the property; 


(b) a taxpayer’s allowable capital loss for a taxa- 
tion year from the disposition of any property is 
/4 of the taxpayer’s capital loss for the year from 
the disposition of that property; and 


(c) a taxpayer’s allowable business investment 
loss for a taxation year from the disposition of 
any property is 7/4 of the taxpayer’s business in- 
vestment loss for the year from the disposition of 
that property. 
Selected Cases [para. 38(c)]: Windrim v. Canada, [1991] 1 


C.T.C. 271 (FCTD) (Only portion of land necessary to use and en- 
joyment of mobile home). 


Related Provisions [s. 38]: 11(2) — Fiscal (business) year of 
individual does not apply for purposes of subdivision c; 39 — Capi- 
tal gains and losses; 83(2), 89(1)“capital dividend account”(a)(i) — 
Untaxed '/s or °/s of gain can be distributed free of tax by corporation 
as capital dividend; 96(1.7) — Partnerships and their members — 
gains and losses; 100(1) — Disposition of an interest in a partner- 
ship; 104(21)— Flow-through of taxable capital gain from trust to 
beneficiary; 110.6— Capital gains exemption; 111(8)“net capital 
loss’ —Carryover of unused allowable capital loss; 
127.52(1)(d)(i) — Untaxed '/4 of gain added to income for minimum 
tax purposes; 133(1)(d) — Non-resident-owned investment corpora- 
tion fully taxed on gains; 142.5(6) — Transitional allowable capital 
loss re mark-to-market property; 142.5(9)(e)— Deemed taxable 
capital gain where mark-to-market property acquired by financial 
institution on rollover; 149.1(6.4) — Rule re gifts of public securi- 
ties applies to gifts to registered national arts service organizations; 
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248(1)‘‘allowable business investment loss”, 248(1)“allowable capi- 
tal loss”, 248(1)“‘taxable capital gain” — Definitions in s..38 apply 
to entire Act; Canada-U.S. tax treaty, ATE. “ASE. = Gains: 


History: Para. 38(a) amended and para. (a.1) added by 1998, c. 19, 
s. 6, applicable after February 18, 1997. Para. (a) formerly read: 


(a) a taxpayer’s taxable capital gain for a taxation year from 
the disposition of any property is */4 of the taxpayer’s capital « 
gain for the year from the disposition of that property; 


Pre-RSC History [s. 38]: S. 38 amended by 1988, c. 55, s..19, to 
substitute “3/4” for “/2” in each of paras. (a), (b), (c), and to substi- 
tute “Taxable capital gain” for “Meaning of taxable capital gain” in 
the heading, applicable to taxation years and fiscal periods ending 
after 1987, except that 


(a) where the taxpayer is an individual or’a partnership, for tax- 
ation years and fiscal periods ending after 1987 and before 
1990, the references to ‘““/s” shall be read as references to “*/3”; 


(b) where the taxpayer is a Canadian-controlled private corpora- 
tion throughout its taxation year, for taxation years ending after 
1987 and commencing before 1990, the references to “/s” shall, 
in respect of the corporation for the year, be read as references 
to the fraction determined as the aggregate of 


(i) that proportion of '/ that the number of days in the year 
that are before 1988 is of the number of days in the year, 


‘ (ii) that proportion of 7/3 that the number of days in the year 
that are after 1987 and before 1990 is of the number of days 
in the year, and 
(iii) that proportion of ¥/4 that the number of days in the year 
that are after 1989 is of the number of days in the year; and 


(c) where the taxpayer-is a corporation that was not a Canadian- 
controlled. private corporation throughout its taxation year, for 
taxation years ending after 1987 and commencing before 1990, 
the references to ““/s” shall, in respect of the corporation for the 
year, be read as references to ae fraction determined as the ag- 
gregate of 


(i) that proportion of '/2 that the number of days in the year 
that are before July 1988 is of the number of days in the 
year, 


(ii) that proportion of 7/3 that the number of days in the year 


that are after June 1988 and before 1990 is of the number of 


days in the year, and 


(iii) that proportion of */4 that the number of days in the year 
that are after 1989 is of the number of days in the year. 


Paras. 38(d), (e) repealed by 1986, c. 6, s. 16, applicable to 1986 et 
seq. Paras. 38(d), (e) formerly read: 


(d) a taxpayer’s taxable capital gain for a taxation year from 
an indexed security investment plan is '/2 of the amount, if 
any, by which 


(i) the taxpayer’s capital gain for the year from the plan 
exceeds 


(ii) the aggregate of all amounts, other than a commission 
or an amount that may reasonably be considered to relate 
to a commission, paid by the taxpayer in the year to a 
person for services in respect of the administration of the 
plan; and 


(e) a taxpayer’s allowable capital loss for a taxation year from 
an indexed security investment plan is 2 of the aggregate of 


(i) the taxpayer’s capital loss, if any, for the year from the 
plan, and 


(ii) the amount, 1f any, by which 


(A) the aggregate of all amounts, other than a com- 
mission or an amount that may reasonably be consid- 
ered to relate to a commission, paid by the taxpayer 
in the year to a person for services in respect of the 
administration of the plan 
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exceeds 


(B) the taxpayer’s capital gain, if any, for the year 
from thé plan. 


Paras. 38(d), (e) added by 1984, c. 1, s. 12, applicable to taxation 
years ending after September 30, 1983. 


Para. 38(c) added by 1977-78, c. 42 


Selected Cases [s. 38]: Fortino v. Canada, [1997] 2 C.T.C. 
2184 (TCC) (Non-competition agreement proceeds not capital 
gain); Haslam et al. v. The. Queen, [1988] 1 C.T.C, 153 (FCTD) 
(Land values determined using “cost of development” approach); 

Doral Holdings Ltd. v. The Queen, [1987] 1 C.T.C. 398 (FCTD) 
(Mere possibility of future development could not considerably in- 
crease value of land acquired in 1971); The Queen v. Demco 
Management Ltd., [1986] 1 C.T.C. 92 (FCA) (Where property sold 
as a going concern, purchase price need ‘not be brokén down into 
component parts); Yager v. The Queen, [1985] 1 C.T.C. 89 (FCTD) 
(Valuation Day value of shares determined using double capitaliza- 
tion of intangibles method); The Queen v. Waddell, Hugh, Ltd:, 
[1983] C.T.C. 270 (FCA) (Fair market value accepted as Valuation — 
Day value where shares had “retention value” beyond that deter- 

mined using formula); Community Shopping Developments Ltd. v. 

The Queen, [1983] C.T.C. 60 (FCTD) (Taxable capital gain deter- 

mined as proportion of capital gain equal to years of ownership after 
Valuation Day, over total years of ownership); Smith v. The Queen, 

[1981] C.T.C. 476 (FCTD) (Revenue officer subject to examination 

for discovery on appraisal); National System of Baking of Alberta 

Ltd. v.. The Queen, [1980] C.T.C. 237 (FCA) (Valuation Day value 

determined without adjustment for possible takeover bid); Connor 
v.. The Queen, [1979] C.T.C. 365 (FCA) (Expert evidence of Valua-. 
tion Day value rejected in favour of Court’s criteria); Littler v. 

MNR, [1976] C.T.C. 379 (FCTD); aff'd on other grounds [1978] 

C.T.C. 235 (FCA) (Fair market value was price listed on stock ex- 

change despite premium paid for control). 


Definitions [s. 38]: “business investment loss” — 39(1)(c), 
248(1); “capital gain” —39(1)(a), 248(1); “ 
39(1)(b), 248(1); “disposition” — 54; “mutual fund corporation” — 
131(8), 248(1); “mutual fund trust” — 132(6), 248(1); “pre- 
scribed” — 248(1); “private foundation” — 149.1(1), 248(1); 
“property”, “share” — 248(1); “taxation year’ — 249; “tax- 
payer” — 248(1). 

Regulations: Prescribed debt obligations for 38(a.1) will include 
certain debt obligations that-have a readily determinable market 
value such as government bonds. department of Finance technical 
notes). 


Interpretation Bulletins [s. 38]: IT-484R2: Business investment 
losses. 


, 8. 2, applicable to 1978 et seq. 


Forms [s. 38]: T1170: Capital gains on gifts of certain capital 
property. 


39. (1) Meaning of capital gain and capital 
loss [and business investment loss] — For 
the purposes of this Act, 


(a) a taxpayer’s capital gain for a taxation year 
from the disposition of any property is the tax- 
payer’s gain for the year determined under this 
subdivision (to the extent of the amount thereof 
that would not, if section 3 were read without ref- 
erence to the expression “other than a taxable 
capital gain from the disposition of 4 property” in 
paragraph 3(a) and without reference to para- 
graph 3(b), be included in computing the tax- 
payer’s income for the year or any other taxation 
year) from the disposition of py property of the 
taxpayer other than 


(i) eligible capital property, 
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(i.1) an object that the Canadian Cultural 
Property Export Review Board has deter- 


and face value of promissory note received, despite evidence that 
note’s value-nil). 


mined meets the criteria set out in paragraphs 
29(3)(b) and (c) of the Cultural Property Ex- 
port and Import Act and that has been dis- 
posed of, 


(A) in the case of a gift to which subsec- 
tion 118.1(5) applies, within the period 
‘ending 36 months after the death of the 
taxpayer or, where written application 
therefor has been made to the Minister by 
the taxpayer’s legal representative within 
that period, within such longer period as 
the Minister considers reasonable in the 
circumstances, and 


(B) in any other case, at any time, 


to an institution or a public authority i in Can- 
ada that was, at the time of the disposition, 
designated under subsection 32(2) of that Act 
either generally or for a specified purpose re- 
lated to that object, 


(ii) a Canadian resource property, 
(11.1) a foreign. resource property, 


(ii.2) a property to the disposition of which 
subsection 142.4(4) or. (5) or 142.5(1) applies, 


(iii) an insurance policy, including a life insur- 
ance policy, except for that part of a life insur- 
ance policy in respect of which a policyholder 
is deemed by paragraph 138.1(1)(e) to have an 
interest in a related segregated fund trust, 


(iv) a timber resource property, or 


(v) an interest of a beneficiary under a quali- 
fying environmental trust; 


Selected Cases [para. 39(1)(a)]: ‘Sani Sport Inc. v. Canada, 
[1990] 2 C.T:C. 15 (FCA) (Part of expropriation compensation paid 
for loss of business use of land was capital); Dumais v. MNR, 
[1990] 1 C.T.C. 342 (FCTD) (Capital gain from disposition’ of com- 
munity property taxable to husband alone). 


(c) a taxpayer’s business investment loss for a 
taxation year from the disposition of any property 
is the amount, if any, by which the taxpayer’s 
capital loss for the year from a disposition after 
1977 


(i) to which subsection 50(1) applies, or 


(11) to a person with whom the taxpayer was 
dealing at arm’s length 


of any property that is 


(iii) a share of the capital stock of a small bus- 
iness corporation, or 


(iv) a debt owing to the taxpayer by a Cana- 
dian-controlled private corporation: (other 

. than, where the taxpayer is a corporation, a 
debt owing to it by a corporation with which it 
does not deal at arm’s length) that is 


(A) a small business. corporation, 


(B) a bankrupt (within the meaning as- 

signed by subsection 128(3)) that was a 
_ small business corporation at the time. it 

last became a bankrupt, or 


_(C) a corporation referred to in section 6 of 
the Winding-up and Restructuring Act that 
was insolvent (within the meaning of that 
Act) and was:a small business corporation 
at the time a winding-up order under that 
Act was made in respect of the 
corporation, ) ! 


~ exceeds the total of 


(v) in the case of a share referred to in subpar- 
agraph (iii), the amount, if any, of the increase 
after 1977 by virtue of the application of sub- 
section 85(4) in the adjusted cost base to the 
taxpayer of the share or of any share (in this 
subparagraph referred to as a “replaced 
share”) for which the share or a replaced share 
was substituted or exchanged, 


(b) a taxpayer’s capital loss for a taxation year 
from the disposition of any property is the tax- 
payer’s loss for the year determined under this 
subdivision (to the extent of the amount thereof 
that would not, if section 3 were read in. the man- 
ner described in paragraph (a) of this subsection 
and without reference to the expression “or the 
taxpayer’s allowable business investment loss for 
the year” in paragraph 3(d), be deductible in 
computing the taxpayer’s income for the year or 
any other taxation year) from the disposition of 
any property of the taxpayer other than 


(i) depreciable property, or 


(ii) property described in any of subpara- 
graphs (a)(i), (ii) to (iii) and (v); and 


Selected Cases [subpara. 39(1)(c)(v)]: Reeson Investments 
Ltd. v. Canada, [1990] 2 C.T.C. 190 (FCTD) (Conversion of capital 
loss to business investment loss prevented in transactions between 
associated companies; transfers of business investment loss 
permitted). 


(vi) in the case of a share referred to in sub- 
paragraph (iii) that was issued before 1972 or 
a share (in this subparagraph and. subpara- 
graph (vii) referred to as a “‘substituted share”) 
that was substituted or exchanged for such a 
share or for a substituted share, the total of all 
amounts each of which is an amount received 
after 1971 and before or on the disposition of 
the share or an amount receivable at the time 
of such a disposition by 


(A). the taxpayer, 
(B) where the taxpayer is an individual, the 


Selected Cases [para.39(1)(b)]: Sénécal (J.G.) v. MNR, [1993] 
2 C.T.C, 2218 (TCC) (Proceeds of disposition of land equal to cash 
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taxpayer's spouse, or 


S. 39(1)(c)(vi)(C) 


(C) a trust of which the taxpayer or the 
taxpayer’s spouse was a beneficiary 


as a taxable dividend on the share or on any 
other share in respect of which it is a substi- 
tuted share, except that this subparagraph 
shall not apply in respect of a share or substi- 
tuted share that was acquired after 1971 from 
a person with whom the taxpayer was dealing 
at arm’s length, 


(vii) in the case of a share to which subpara- 
graph (vi) applies and where the taxpayer is a 
trust referred to in paragraph 104(4)(a), the to- 
tal of all amounts each of which is an amount 
received after 1971 or receivable at the time 
of the disposition by the settlor (within the 
meaning assigned by subsection 108(1)) or by 
the settlor’s spouse as a taxable dividend on 
the share or on any other share in respect of 
which it is a substituted share, and 


(viii) the amount determined in respect of the 
taxpayer under subsection (9) or (10), as the 
case may be. 


Related Provisions: 12(1)(z.1) — Disposition of interest in qual- 
ifying environmental trust; 39(2) — Capital gains and losses in re- 
spect of foreign currencies; 39(3) — Gain — purchase of bonds by 
issuer; 39(12) — Amount paid under guarantee deemed to be busi- 
ness investment loss; 40 — Calculation of gain or loss; 55(2) — 
Deemed Capital gain on certain dividends; 80.03(2), (4) — Deemed 
capital gain on disposition of property following debt forgiveness; 
100(4) — Reduction in capital loss on disposition of partnership in- 
terest; 110.6 — Capital gains exemption; 118.1(7.1) — Gifts of cul- 
tural property; 136 — Cooperative can be private corporation for 
39(1)(c); 144(4) — Deemed capital gain from employees profit 
sharing plan; 248(1)“capital gain”, 248(1)“capital loss” — Defini- 
tions in 39(1) apply to entire Act; 252(4) — Extended meaning of 
“spouse”; Canada-U.S. tax treaty, Art. XIII — Gains. 


History: Subpara. 39(1)(a)(v) amended by 1998, c. 19, subsec. 
7(1), applicable to taxation years that end after February 18, 1997. 
The subpara. formerly read: 


(v) an interest of a beneficiary under a mining reclamation 
trust; 


Cl. 39(1)(c)(iv)(C) amended by 1996, c. 6, subsec. 167(2), to substi- 
tute “Winding-up and Restructuring Act” for “Winding-up Act”, ef- 
fective June 28, 1996. 


Subpara. 39(1)(a)(ii.2) added by 1995, c. 21, subsecs. 49(1), (2), ap- 
plicable to dispositions of property occurring after February 22, 
1994. Subpara. (ii.2) formerly read: 


(11) property described in subparagraph (a)(i), (ii), (ii.1), (iii) 
or (v); and 


Subpara. 39(1)(a)(v) added by 1995, c. 3, subsec. 10(1), applicable 
to taxation years that end after February 22, 1994. 


Subpara. 39(1)(b)(11) amended by 1995, c. 3, subsec. 10(2), applica- 
ble to taxation years that end after February 22, 1994. Subpara. (ii) 
formerly read: 


(11) property described in subparagraph (a)(i), (ii) or (iii); and 


Subpara. 39(1)(a)(i.1) substituted by 1994, c. 7, Sch. IL (1991, c. 
49), subsec. 22(1), applicable with respect to dispositions occurring 
after December 11, 1988. Subpara. 39(1)(a)(i.1) formerly read: 


(i.1) an object that the Canadian Cultural Property Export Re- 
view Board has determined meets all criteria set out in 
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paragraphs 23(3)(b) and (c) of the Cultural Property Export 
and Import Act and that has been disposed of, , 


(A) in the case of a gift to which subsection 118.1(5) ap- 
plies, within 15 months after the death of the taxpayer or 
such longer period as is reasonable in the circumstances, 
and 


(B) in any other case, at any time, 


to an institution or public authority in Canada that was at the 
time of the disposition designated under subsection 32(2) of 
that Act either generally or for a purpose related to that 
object, : 


Subpara. 39(1)(c)(iv) substituted by 1994, c. 7, Sch. Il (1991, c. 49), 
subsec. 22(2), applicable to 1987 et seg. Subpara. 39(1)(c)(iv) for- 
merly read: 


(iv) a debt owing to the taxpayer by a small business corpora- 
tion other than, where the taxpayer is a corporation, a debt 
owed to it by a small business corporation with which it does 
not deal at arm’s length 


Pre-RSC History: Cl. 39(1)(a)(i.1)(A) amended by 1988, c. 55, 
subsec. 20(1), to substitute “subsection 118.1(5)” for “subsection 
110(2.1)”, applicable to 1988 ef seq. 


Subpara. 39(1)(a)(v) repealed, subpara. 39(1)(b)(ii) amended to de- 
lete “or (v)”, and subpara. 39(1)(c)(viii) added, by 1986, c. 6, sub- 
secs. 17(1), (2), (4), applicable to 1986 et seq. Subpara. 39(1)(a)(v) 
formerly read: 


(v) an indexed security. 


Subparas. 39(1)(c)(iii) and (iv) amended to substitute “small busi- 
ness” for “Canadian-controlled private” and “a small business cor- 
poration” for “another corporation”, by 1986, c. 6, subsec. 17(3), 
applicable (by subsec. 17(7) as amended by 1986, c. 55, s. 80) with 
respect to dispositions made after 1985. 


Subpara. 39(1)(a)(ii) substituted and subpara. 39(1)(a)(ii.1) added 
by 1985, c. 45, subsec. 14(1), applicable to taxation years com- 
mencing after 1984. Subpara. 39(1)(a)(ii) formerly read: 


(ii) property referred to in any of paragraphs 59(2)(a) to (e), 


Subpara. 39(1)(c)(vi) substituted by 1985, c. 45, subsec. 14(2), ap- 
plicable to 1984 et seq: Subpara. 39(1)(c)(vi) formerly read: 


(vi) in the case of a share referred to in subparagraph (iii) that 
~ was issued before 1972 (other than a share that was acquired 

after 1971 from a person with whom the taxpayer was dealing 
at arm’s length) or a share (in this subparagraph and subpara- 
graph (vii) referred to as a “substituted share”) that was sub- 
stituted or exchanged for such a share or for a substituted 
share, the aggregate of all amounts each of which is an 
amount received after 1971 and before or upon the disposi- 
tion of the share or an amount receivable at the time of such a 
disposition by : 

(A) the taxpayer, 

(B) where the taxpayer is an individual, his spouse, or 


(C) a trust of which the taxpayer or his spouse was a 
beneficiary 


as a taxable dividend on the share or on any other share in 
respect of which it is a substituted share, and 


Subpara. 39(1)(a)(v) added, subpara. 39(1)(b)(ii) substituted by 
1984, c. 1, subsecs. 13(1), (2), applicable to taxation years ending 
after September 30, 1983. Subpara. 39(1)(b)(ii) substituted to sub- 
stitute ‘“(a)(i), (ii), Giii) or (v)” for “(a)(@), Gi) or (iii)”. 


Subpara. 39(1)(a)(iii) substituted by. 1980-81-82-83, c. 140, subsec. 
18(1), applicable with respect to dispositions occurring after No- 
vember 12, 1981, except that with respect to the disposition of in- 
surance policies other than life insurance policies, it is applicable to 
1980 et seg. Subpara. 39(1)(a)(iii) formerly read: 


(iii) a life insurance policy within the meaning of section 138 
(except for that part of a policy in respect of which a policy- 
holder is deemed by paragraph 138.1(1)(e) to have an interest 
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in a related segregated fund trust and an-annuity contract that 
is not a life annuity contract, as defined by regulation), or 


Subpara. 39(1)(a)(i.1) substituted by, 1980-81-81-83, c. 48, subsec. 
16(1), applicable with respect to any transfer of property occurring 
as a consequence of the death of a taxpayer occurring | after Septem- 
ber 5, 1977. 


All that portion of para. 39(1)(c) following subpara. (iv) substituted 
_ by 1980-81-82-83, c. 48, subsec. 16(2), applicable with respect to 
dispositions of property occurring after December 11, 1979. That 
portion formerly read: 


exceeds the aggregate of 


(v) the amount, if any, of the increase after 1977 in the 
adjusted cost base to the taxpayer of the property by. vir- 
tue of the application of subsection 85(4), and 


(vi) in the case of a share referred to in subparagraph (iii) 
_that was issued before 1972 or a share (in this subpara- 
graph referred to as a “substituted share’’) that was substi- 
tuted or exchanged for a share issued before 1972 or for a 

_ substituted share, the aggregate of all amounts received, 
after 1971 and before the disposition, by the taxpayer or 
any person with whom he was not dealing at. arm’s length 
as a taxable dividend on the share and any other share in 
respect of which it a substituted share. 


Paras. 39(1)(b), (c) substituted by 1979, c. 5, s. 11, para. 39(1)(b) 
applicable to 1978 et seq., para. 39(1)(c) applicable in respect of 
dispositions occurring after November 16, 1978. Paras. 39(1)(b),.(c) 
formerly read; 


(b) a taxpayer’s capital loss fora taxation year from the dis- 
position ‘of any property is his loss for the year determined 
under this subdivision (to the extent of the amount thereof 
that would not, if section 3 were read in the manner described 
in paragraph (a) of this subsection, be deductible in comput- 
ing his income for the year or any other taxation year) from 
the disposition of any property of the taxpayer other than 


(i) depreciable property, or 


(ii) property described in subparagraph (a)(1), (ii) or (ili); 
and 


(c) a taxpayer’s business investment loss for a taxation year 
from the disposition of any eee is the amount, if any, by 
which 


(i) his loss for the year determined under this subdivision 
(to the extent of the amount thereof that would not, if 
section 3 were read in the manner described in paragraph 
(a) of this subsection, be deductible in computing his in- 
come for the year or any other taxation year) from the 
disposition after 1977 of any property that is 


(A) a share of the capital stock of a Canadian-con- 
trolled private corporation, or 


(B) a debt owing to the taxpayer by a Canadian-con- 
trolled private corporation (other than, where the tax- 
payer is a corporation, a debt owed to it by another 
corporation with which it does not deal at arm’s 
length) 


and, except where subsection 50(1) applies, that has been 
disposed of to a person other than a person who does not 
deal at arm’s length with the taxpayer 


exceeds 


(ii) the amount, if any, of the increase after 1977 in the 
adjusted cost base to the taxpayer of the property by vir- 
tue of the application of subsection 85(4). 


Para. 39(1)(c) added by 1977-78, c. 42, s. 3, applicable to 1978 et 
seq. 


S. 39(2)(a) (ii) 


Subpara. 39(1)(a)(aii) substituted: by 1977-78, ¢..1, subsec. 16(1), 
applicable to 1978 et seg. Subpara. 39(1)(a)(iii) formerly read: 


(iii) a life insurance policy within the meaning of section 138 
(except an annuity contract), or 


Subpara. 39(1)(a)(1i) substituted by 1976-77, c. 4, s: 9, deemed to 
have been applicable at all times after May 6, 1974. Subpara. 
39(1)(a)(ii) formerly read: 


(ii) property, any amount receivable by the taxpayer for the 
disposition of which is required to be included in computing 
his income for the year by virtue of section 59, 


Subpara: 39(1)(a)(i.1) added by 1974-75-76, c. 50, s. 48, proclaimed 
in force from Sept. 6, 1977. 


Subpara. 39(1)(a)(iv) added by 1974-75-76, c. 26, s. 15; applicable 
in respect of timber resource properties acquired after May 6, 1974. 


Selected Cases [subsec. 39(1)]: Gordon v. Canada, [1996] 3 
C.T.C. 2229 (TCC) (Payment directly to creditors instead of to 
company whose debt was guaranteed was acceptable); Macdonald 
(1.V.) v. Canada, [1993] 2.C.T.C. 75 (FCA) (Inflation not accounted 
for in computation of capital gain); Dumais v. MNR, [1990] 1 
C.T.C. 342 (FCTD) (Proceeds of disposition of community property 
under Civil Code Article 1292 taxed.in hands of husband alone); 
Louie, H.¥., Co. Ltd. v. The Queen, [1986] 1.C.T.C. 499 (FCTD) 
(Loss on shares in construction company was business investment 
loss). 


Interpretation Bulletins: IT-123R5:. Transactions involving eli- 
gible capital property; IT-125R4: Dispositions of resource proper- 
ties; IT-159R3: Capital debts established to be bad debts;:IT-220R2: 
Capital cost allowance — proceeds of disposition. of depreciable 
property; IT-359R2: Premiums and other amounts re leases; IT- 
346R: Commodity futures and certain commodities; IT-407R4: Dis- 
positions of cultural property to designated Canadian institutions; 
IT-426: Shares sold subject to an earnout agreement; IT-444R; Cor- 
porations — involuntary dissolutions; IT-481: Timber resource 
property and timber limits; IT-484R2: Business investment losses. 
See also list at end of s. 39. 


Advance Tax Ruling: ATR-15: Employee stock option plan; 
ATR-28: Redemption of capital stock.of family. farm corporation. 


Forms: T1 Sched. 3: Capital gains (or losses); T2S(6): Summary of 
dispositions of capital property; T3 Sched. 1: Summary of disposi- 
tions of capital property; T871: Cultural property income tax certifi- 
cate; T1161: List of properties by an emigrant of Canada (Draft); 
T2083: Capital dispositions supplementary schedules re: real estate; 
T2085: Capital dispositions supplementary schedules re: deprecia- 


ble property. 


(2) Capital gains and losses in respect of 
foreign currencies — Notwithstanding subsection 
(1), where, by virtue of any fluctuation after 1971 in 
the value of the currency or currencies of one or 
more countries other than Canada relative to Cana- 
dian currency, a taxpayer has made a gain or sus- 
tained a loss in a taxation year, the aces rules 


apply: 
(a) the amount, if any, by which 


(i) the total of all such gains made by the tax- 
payer in the year (to the extent of the amounts 
thereof that would not, if section 3 were read 
in the manner described in paragraph (1)(a) of 
this section, be included in computing the tax- 
payer’s income for the year or any other taxa- 
tion year) 
exceeds 


(ii) the total of all such losses sustained by the 
taxpayer in the year (to the extent of the 
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amounts thereof that would not, if section 3 
were read in the manner described in para- 
graph (1)(a) of this section, be deductible in 
computing the taxpayer’s income for the year 
or any other taxation year), and 


(iii) if the taxpayer is an individual, $200, 


shall be deemed to be a capital gain of the tax- 
payer for the year from the disposition of cur- 
rency of a country other than Canada, the amount 
of which capital gain is the amount determined 
under this paragraph; and 


(b) the amount, if any, by which 
(i) the total determined under subparagraph 


(a)(i1), 
exceeds 


(ii) the total determined under subparagraph 
(a)(1), and 
(111) if the taxpayer is an individual: $200, 


shall be deemed to be a capital loss of the tax- 
payer for the year from the disposition of cur- 
rency of a country other than Canada, the amount 
of which capital loss. is the amount. determined 
under this paragraph. 
Related Provisions: 80.01(11) — Fluctuation in foreign currency 
ignored for purposes of debt parking and statute-barred debt rules; 
95(2)(g), (h) — Gain or loss of foreign affiliate on fluctuation of 
foreign currency; 142.3(1)(a), (b) — Foreign currency gain or loss 
by financial institution on specified debt obligation; 142.4(1)“tax 
basis’(f), (0) — Disposition of specified debt obligation by finan- 
cial institution; 144(4) — Deemed capital loss from employees 
profit sharing plan; 248(1)“amortized cost’(c.1), (f.1) — Effect on 
amortized cost of loan or lending asset. 


Selected Cases [subsec. 39(2)]: Tahsis Co. Ltd. v. The Queen, 
[1979] C.T.C. 410 (FCTD) (Pre-Valuation Day exchange rate not 
relevant). 


Interpretation Bulletins: IT-95R: Foreign exchange gains and 
losses. See also list at end of s. 39. 


Forms: T2087: Foreign exchange transactions. 


(3) Gain in respect of purchase of bonds, 
etc., by issuer — Where a taxpayer has issued any 
bond, debenture or similar obligation and has at any 
subsequent time in a taxation.year and after 1971 
purchased the obligation in the open market, in the 
manner in which any such obligation. would. nor- 
mally be purchased in the open market by any mem- 
ber of the public, 


(a) the amount, if any, by which the amount for 
which the obligation was issued by the taxpayer 
exceeds the purchase price paid or agreed to be 
paid by the taxpayer for the obligation shall be 
deemed to be a capital gain of the taxpayer for 
the taxation year from the disposition of a capital 
property, and 


(b) the amount, if any, by which the purchase 
price paid or agreed to be paid by the taxpayer for 
the obligation exceeds the greater of the principal 
amount of the obligation and the amount for 
which it was issued by the taxpayer shall be 
deemed to be a capital loss of the taxpayer for the 


Income Tax Act, Part I, Div. B 


taxation year from’ the disposition of a capital 

property, 
to the extent that the amount determined under para- 
graph (a) or (b) would not, if section 3 were read in 
the manner described in paragraph (1)(a). and this 
Act were read without reference to subsections 
80(12) and (13), be included or be deductible, as the 
case may be, in computing the taxpayer’s income for 
the year or any other taxation year. . 
Related Provisions: 80(1)‘‘forgiven amount’B(d) — Debt for- 


giveness rules do not apply where subsec. 39(3) applies; 248(27) — 
Purchase of partial obligation treated as purchase of obligation. 


History: The closing words of subsec. 39(3) amended by 1995, c. 
21, s. 10, applicable to taxation years that end after February 21, 
1994. The closing words formerly read: 
to the extent of the amount of the capital gain or capital loss, 
as the case may be, that’ would not, if section 3 were read in 
the manner described in paragraph (1)(a) of this section, be 
included or be deductible, as the case may be, in computing 
the taxpayer’s income for the year or any other taxation year. 
I.T. Application Rules: 26(1.1) (when obligation was outstanding 
on January 1, 1972). 


Interpretation Bulletins: See list at end of s. 39. 


(4) Election concerning. disposition — of 
Canadian securities — Except as provided in 
subsection (5), where a Canadian security has been. 
disposed of by a taxpayer in a taxation year and the 
taxpayer so elects in prescribed form: in the) tax- 
payer’s return of income under this Part for that year, 


(a) every Canadian security owned by the tax- 
payer in that year or any subsequent taxation year 
shall be deemed to have been a capital property 
owned by the taxpayer in those years; and 


(b) every disposition by the taxpayer of any such 

Canadian security shall be deemed to be a dispo- 

sition by the taxpayer of a capital property. 
Related Provisions: 39(4.1)— Look through partnerships. for 
purposes of 39(4); 39(5) — Taxpayers to whom subsec. (4) inappli- 
cable; 39(6) — Definition of “Canadian security”; 54.2 — Certain 
shares deemed to be capital property. E 


History: Subsec. 7(5) of 1998, c. 19 provides: 
(5) For the purpose of subsection 39(4) of the Act, if 


(a) an election referred to'in that subsection is made by a 
mutual fund corporation or mutual fund trust in pre- 
scribed form on or before its filing-due date for its taxa- 
tion year that includes the day on which this Act is as- 
sented to [June 18, 1998], and 


(b) the election is in respect of a particular taxation year 
that ends after 1990 and that is not after the corporation’ s 
or trust’s taxation year that includes the day on which 
this Act 1s assented to [June 18, 1998], 


the election is deemed to have been made in the corporation’s 
or trust’s return of income under Part I of the Act for the par- 
ticular year. 


Pre-RSC History: All that portion of subsec. 39(4) preceding 
para. (a) substituted by 1980-81-82-83, c. 140, subsec. 18(2), appli- 
cable with respect to elections made for taxation years ending after 
coming into force of c. 140. That portion formerly read: 


(4) Except as provided in subsection (5), where a Canadian 
security has been disposed of by a taxpayer in a taxation year, 
and the taxpayer so elects in his return of income for that 
year, 
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-Subsec. 39(4) added by 1977-78, c. 1, subsec. 16(2), applicable in 
respect of dispositions of property in 1977 et seq. 


Selected Cases [subsec. 39(4)]: Kane v. Canada, [1995] 1 
C.T.C. 1 (FCTD) (Election not available to individuals having pro- 
fessional knowledge of market in which they deal); Vancouver Art 
Metal Works Ltd. v. Canada, [1993] 1 C.T.C. 346 (FCA), leave to 
appeal to SCC refused (1993), 160 NR 314 (note) (Election not 
savailable to taxpayer whose dealings amount to carrying on 
business); Loewen (H.R.) v. MNR, [1993] 1.C.T.C. 212 (FCTD) 
(Late election not permitted). 


_Interpretation Bulletins: IT-479R: Transactions in securities. 
See also list at end of s. 39. 


Forms: 1123: Election on disposition of Canadian securities. 


(4.1) Members of partnerships — For the pur- 
pose of determining the income of a taxpayer who is 
‘a member of a partnership, subsections 4) and (5) 
apply as if 
(a) every Canadian security owned by the part- 
nership were owned by the taxpayer; and 


(b) every Canadian security disposed of by the 
partnership in a fiscal pertod.of the partnership 
were disposed of by the taxpayer at the end of 
that fiscal period. 

History: Subsec. 39(4.1) added by 1994, c. 7, Sch. IL. (1991, c. 49), 


subsec. 22(3), applicable to dispositions occurring after July 13, 
1990. 


(5) Exception — An election under subsection (4) 
does not apply to.a disposition of a Canadian secur- 
ity by a taxpayer (other than a mutual fund corpora- 
tion or a mutual fund trust) who at the time of the 
disposition is 

(a) a trader or dealer in securities, 


(b) a financial institution (as defined in subsec- 
tion 142.2(1)), 


(c)-(e) [Repealed] 


(f) a corporation whose principal business is the 
lending of money or the purchasing of debt obli- 
gations or a combination thereof, or 


(g) a non-resident, 


or any combination thereof. 


Related Provisions: 39(4.1)— Members of partnerships; 
96(3) — Election by members of partnership. 


History: The opening words of subsec. 39(5) amended by 1998, c. 
19, subsec. 7(2), applicable to 1991 et seg. The opening words for- 
merly read: 


(5) Where election under subsec. (4) does not apply — 
An election under subsection (4) does not apply to a disposi- 
tion of a Canadian security by a taxpayer who, at the time the 
security is disposed of, is 

Subsec. 7(5) of 1998, C.119 provides: 
(5) For the purpose of subsection 39(4) of the Act, if 


(a) an election referred to in that subsection is made by a 
mutual fund corporation or mutual fund trust in pre- 
scribed form on or before its filing-due date for its taxa- 
tion year that includes the day on which this Act is as- 
sented to [June 18, 1998], and 


(b) the election is in respect of a particular taxation year 
that ends after 1990 and that is not after the corporation’s 
or trust’s taxation year that includes the day on which 
this Act is assented to [June 18, 1998], 


S. 39(6) 


the election is deemed to have been made in the corporation’ s 
or trust’s return of income under Part I of the Act for the par- 
ticular year. 


Para. 39(5)(b) substituted for paras. (b) to (e) by 1995, c. 21, subsec. 
49(3), applicable to dispositions of property occurring after Febru- 
ary 22, 1994, other than the disposition of property in a taxation 
year that begins before November 1994 where the property is mark- 
to-market property (as defined in subsec. 142.2(1)) for the year. Pa- 
ras. (b) to (e) formerly read: 


(b) a bank, 

(c) a corporation licensed or otherwise authorized under the 
laws of Canada or a province to carry on in Canada the busi- 
ness ‘of offering to the public its services as trustee, 

(d) a credit union, 

(€) an insurance corporation, 


Pre-RSC History: Para. 39(5)(b) substituted by 1992, c. 1, Sch. V, 
s. 15, applicable from February 28, 1992. Para. (b) formerly read: 


(b) a bank to which the Bank Act or the Quebec Savings 
Banks Act applies, 


[The term “bank” is now defined in the Interpretation Act.] 


Para. 39(5)(d) substituted by 1985, c. 45, subsec. 14(3). Para. 
39(5)(d) formerly read: 


(d) a credit union within the meaning assigned by subsection 
137(6), 


Paras. 39(5)(e), (f) substituted by ‘1980-81-82-83, c. 140, subsec. 
18(3), applicable after November ‘12, 1981. Paras. 39(5)(e), (f) for- 
merly read; 


(e) a life insurance corporation, 
(f) a corporation whose principal business is 
(1) the lending of money, or 


(ii) the purchasing of conditional sales contracts, ac- 
counts receivable, bills of sale, chattel mortgages, bills of 
exchange or other obligations representing part or all of 
the sale price of merchandise or services, or 
Subsec. 39(5) added by 1977-78, c. 1, subsec. 16(2), applicable in 
respect of dispositions of property in 1977 et seq. 


Selected Cases [subsec. 39(5)]: Kane v. Canada, [1995] 1 
C.T.C. 1 (FCTD) (Election not available to individuals having pro- 
fessional knowledge of market in which they deal); Vancouver Art 
Metal Works Ltd. v. Canada, (sub nom. R. v. Vancouver Art Metal 
Works Ltd.), [1993] 1 C.T.C. 346 (FCA) (Professional trader/dealer 
or other person whose activity amounts to carrying on business can- 
not make election). 


Interpretation Bulletins: IT-479R: Transactions in securities. 
See also list at end. of.s..39. 


(6) Definition of “Canadian security” — For 
the purposes of this section, “Canadian security” 
means a security (other than a prescribed security) 
that is a share of the capital stock of a corporation 
resident in Canada, a unit of a mutual fund trust or a 
bond, debenture, bill, note; mortgage or similar obli- 
gation issued by a person resident in Canada. 
Pre-RSC History: Subsec. 39(6) amended by 1986, c. 6, subsec. 
17(5), applicable to 1986 et seg. to substitute “(other than a pre- 
scribed security)” for “(other than an indexed security ora pre- 
scribed security)”. 

Subsec. 39(6) substituted by 1984, c. 1, subsec. 13(3), applicable 
after September 30, 1983, to add “an indexed security or”. 


Subsec. 39(6) substituted by 1980-81-82-83, c. 48, subsec. 16(3), 
applicable to 1979 et seg. Subsec. 39(6) formerly read: 


(6) “Canadian security” defined — For the purposes of this 
section, “Canadian security” means a security (other than a 
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prescribed security) that is a share of the capital stock of a 
corporation resident in Canada.or a bond, debenture, bill, 
note, mortgage, hypothec or similar obligation issued by a 
person resident in Canada. 


Subsec. 39(6) added by 1977-78, c. 1, subsec,,16(2), sve Sol in 
respect of dispositions of property in 1977. et seq. 
Regulations: 6200 (prescribed security). 


Interpretation Bulletins: IT-479R: Transactions in securities. 
See also list at end of s. 39. 


(7) Unused share-purchase tax credit — The 
amount of any unused share-purchase,tax credit of a 
taxpayer for a particular taxation year, to the extent 
that it was not deducted from the taxpayer’s tax, oth- 
erwise payable under this Part for the immediately 
preceding taxation year, shall be deemed to be a cap- 
ital loss of the taxpayer from a disposition of prop- 
erty for the year immediately following the particu- 
lar taxation year. 

Related Provisions: 127.2(6)— Share-purchase tax credit. 
Pre-RSC History: Subsec.. 39(7) added by 1984, c. 1, subsec. 
13(3), applicable to 1983 ef seq. 


Interpretation Bulletins: IT-479R: Transactions in securities. 
See also list at end of s. 39. 


(8) Unused scientific research and 
experimental development tax credit — The 
amount of any unused scientific research and experi- 
mental development tax credit of a:taxpayer for a 
particular taxation year, to the extent that it was not 
deducted from the taxpayer’s tax otherwise payable 
under this Part for the immediately preceding taxa- 
tion year, shall be deemed to be a capital loss of the 
taxpayer from a disposition of property for the year 
immediately following the particular taxation year, 
except that where the taxpayer is an individual. the 
capital loss shall be deemed to be 147% of that 
amount. 


Related Provisions: 127.3(2) — Scientific research and experi- 
mental development tax credit. 


Pre-RSC History: Subsec. 39(8) added by 1984, c. 1, subsec. 
13(3), applicable to 1983 et seq. 


Interpretation Bulletins: IT-479R: Transactions in securities. 
See also list at end of s..39. 


(9) Deduction from business investment 
loss — In. computing the business. investment loss 
of a taxpayer who is an individual (other than a trust) 
for. a taxation year from the disposition of a particu- 
lar property, there shall be deducted an amount equal 
to the lesser of 


(a) the amount that would be the taxpayer’s busi- 
ness investment loss for the year from the dispo- 
sition of that particular property if paragraph 
(1)(c) were read. without reference to subpara- 
graph (1)(c)(viii), and | 

(b) the amount, if any, by which the total of 


(i) the total of all amounts each of which is 
twice the amount deducted by the taxpayer 
under section 110.6 in computing the tax- 
payer’s taxable income for a preceding taxa- 
tion year ending before 1988, 
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(i.1) the total of all amounts each of which is 
+ of the amount deducted by the taxpayer 


under section 110.6 in computing the tax- 
payer’s taxable income for a preceding taxa- 
tion year ending after 1987 and before 1990, 
and 


(i.2) the total of all amounts each of which is 
‘3; of the amount deducted by the taxpayer 
under section 110.6 in computing the tax- 


payer’s taxable income for a preceding taxa- | 


tion year ending after 1989 
exceeds 


(ii) the total of all amounts each of which 1s an 


amount deducted by the taxpayer under para- 
graph (1)(c) by virtue of subparagraph 


) 


7 


(1)(c)(viii) in computing the taxpayer’s busi- 


ness investment loss 


(A) from the disposition of property in tax-_ 


ation years preceding the year, or 


(B) from the disposition of property other 


‘than the particular property in the year, 


; 


7 


except that, where a particular amount was in- 
cluded under subparagraph 14(1)(a)(v) in the tax- 
payer’s income for a taxation year that ended af- 


ter 1987 and before 1990, the reference in 


subparagraph (i.1) to “/2” shall, in respect of that 


| 


portion of any amount deducted under section 
110.6 in respect of the particular amount, be read 


as SA f3? 


Related Provisions: 39(10) — Deduction from business invest- 


ment loss of trust. 


History: The closing words to para. 39(9)(b) added by 1994,c. 21, | 


subsec. 14(1), applicable to 1988 et seq. 


Pre-RSC History: All that portion of para. 39(9)(b) preceding 
subpara. (ii) substituted by 1988, c. 55, subsec. 20(2), applicable to | 


1988 et seg. That portion formerly read: 
(b) the amount, if any, by which 


(i) the aggregate of all amounts each of which is twice 
the amount deducted by the taxpayer under section 110.6 
in computing his taxable income for taxation years pre- 
ceding the year 


exceeds 


Subsec. 39(9) added by 1986, c. 6, subsec. 17(6), applicable to 1986 


et seq. 


Interpretation Bulletins: IT-484R2: Business investment losses. 


See also list at end of s. 39. 


(10) Idem, of a trust — In eotipakitig the Business 
investment loss of a trust for a taxation year from the 
disposition of a particular property, there shall be de- 
ducted an amount equal to the lesser of . 


(a) the amount that would be the trust’s business 
investment loss for the year from the disposition 
of that particular property if paragraph (1)(c) 
were read without reference to supRarecrapl 
(1)(c)(viii), and 


(b) the amount, if any, by which the total of 


(i) the total of all amounts each of which is_ 
twice the amount designated by the trust | 
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under subsection 104(21.2) in respect of a 
beneficiary in its return of income for a pre- 
ceding taxation year ending before 1988, 


(i.1) the total of all amounts each of which is 
*/2 of the amount designated by the trust under 
subsection 104(21.2) in respect of a benefici- 
ary in its return of income for a preceding tax- 
ation yeas aR? after 1987 and before 1990, 
and | 


(i.2) the total of all amounts each of which is 
‘/; of the amount designated by the trust under 
subsection 104(21:2) in respect of a benefici- 
ary in its return of income for a preceding tax- 
ation year ending after 1989 


exceeds 


(ii) the total of all amounts each of which is an 
-amount deducted by the trust under paragraph 
(1)(c) by virtue of subparagraph (1)(c)(viii) in 
computing its business investment loss 


(A) from. the disposition of property in tax- 
ation years preceding the year, or 


(B), from the disposition of property other 
than the particular property in the year, 


except that, where a particular amount was in- 
cluded under subparagraph 14(1)(a)(v) in the 
trust’s income for a taxation year that ended after 
1987 and before 1990, the reference in subpara- 
graph (1.1) to ““/2” shall, in respect of that portion 
of any amount deducted under section 110.6 in 
respect of the particular amount, be read as ““/3”. 


History: The closing words to para. 39(10)(b) added by 1994, c. 
21, subsec. 14(2), applicable to 1988 ef seq. 


Pre-RSC History: All that portion of para. 39(10)(b) preceding 
subpara. (ii) substituted by 1988, c. 55, subsec. 20(3), applicable to 
1988 et seq. That portion formerly read: 


(b) the amount, if any, by which 


(1) the aggregate of all amounts each of which is twice 
the amount designated by the trust under subsection 
104(21.2) in respect of a beneficiary in its return of in- 
come for taxation years preceding the year 


exceeds 


Subsec. 39(10) added by 1986, c. 6, subsec. 17(6), applicable to 
1986 eft seq. 


Interpretation Bulletins: IT-484R2: Business investment losses. 
See also list at end of s. 39. 


(11) Recovery of bad debt — Where an amount 
is received in a taxation year on account of a debt (in 
this subsection referred to as the “recovered 
amount’) in respect of which a deduction for bad 
debts had been made under subsection 20(4.2) in 
computing the taxpayer’s income for a preceding 
taxation year, the amount, if any, by which */s of the 
recovered amount exceeds the amount determined 
under paragraph 12(1)(i.1) in respect of the recov- 
ered amount shall be deemed to be a taxable capital 
gain of the taxpayer from a disposition of capital 
property by the taxpayer in the year. 


S. 39(13)(a) 


History: Subsec. 39(11) amended by 1995, c. 3, subsec. 10(3), ap- 
plicable to 1994 et seq. except that, in its application to.the 1994 
taxation year, it shall be read as follows: 


(11) Where an amount is received in a taxation. year on. ac- 
count of a debt (in this subsection referred to as the “recov- 
ered amount’) in respect of which a‘deduction for bad debts 
had been made under subsection 20(4.2) in computing the 
taxpayer’s income for a preceding taxation year, the amount, 
if any, by which */4 of the recovered amount exceeds the 
amount determined under paragraph 12(1)(i.1) in respect of 
the recovered amount shall be deemed to be a taxable capital 
gain of the taxpayer from a disposition of capital property by 
the taxpayer in the year and, for the purposes of section 
110.6, that property shall be deemed to have been disposed of 
by the taxpayer on the day on which the taxpayer received the 
recovered amount. 


Subsec. 39(11) formerly read: 


(11) Recovery of bad debt — Where an amount is received 
in a taxation year on account of a debt (in this subsection re- 
ferred to as the “recovered amount”) in respect of which a 
deduction for bad debts under subsection 20(4.2) had been 
made in computing the taxpayer’s income for a preceding 
taxation year, the amount, if any, by which */4 of the recov- 
ered amount exceeds the amount determined under paragraph. . 
{2(1)(.1) in respect of the recovered amount shall be deemed 
to be a taxable capital gain of the taxpayer from a disposition 
of capital property by the taxpayer in the year and, for the 
purposes of section 110.6, that property ‘shall be deemed to 
have been disposed of by the taxpayer in the year. 


Pre-RSC History: Subsec. 39(11) added by 1988, ‘¥ ys subsec. 
20(4), applicable after June 17,1987. 


(12) Guarantees — For the purpose of paragraph 
(1)(c), where 


(a) an amount was paid by a taxpayer in respect 
of a debt of a corporation under an arrangement 
under which the taxpayer guaranteed the debt, 


(b) the amount was paid to a person with whom 
the taxpayer was dealing at arm’s length, and 


(c) the corporation was a small business corpora- 
tion 


(i) at the time the debt was incurred, and 


(ii) at any time in the 12 months before the 
time an amount first became payable, by the 
taxpayer under the arrangement in respect of a 
debt of the corporation, 


that part of the amount that is owing to the taxpayer 
by the corporation shall be deemed to be a debt ow- 
ing to the taxpayer by a small business corporation. 
Related Provisions: 80(2)(1) — Application of debt forgiveness 
rules on payment by guarantor. 


History: Subsec. 39(12) added by 1994, c. 7, Sch. II (1994, c. 7, 
Sch. If (1991, c. 49)), subsec. 22(4), applicable to amounts paid af- 
ter 1985. 


Interpretation Bulletins: IT-484R2: Business investment losses. 
See also list at end of s, 39. 


(13) Repayment of assistance — The total of all 
amounts paid by a taxpayer in a taxation year each of 
which is 
(a) such part of any assistance described in sub- 
paragraph 53(2)(k)(i) in respect of, or for the ac- 
quisition of, a capital property (other than depre- 
ciable property) by the taxpayer that was repaid 
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by the taxpayer in the year where the repayment 
is made after the disposition of the property by 
the taxpayer and under an obligation to repay all 
or any part of that assistance, or 


(b) an amount repaid by the taxpayer in the year 
in respect of a capital property (other than depre- 
ciable property) acquired by the taxpayer that is 
repaid after the disposition thereof by the tax- 
payer and that would have been an amount de- 
scribed in subparagraph 53(2)(s)Gi) had the re- 
payment been made before the disposition of the 
property, 
shall be deemed to be a capital loss of the taxpayer 
for the year from the disposition of property by the 
taxpayer in the year and, for the purpose of section 
110.6, that property shall be deemed to have been 
disposed of by the taxpayer in the year. 


Related Provisions: 79(4)(a) — Subsequent payment by debtor 
following surrender of property deemed to be repayment of 
assistance. , 


History: Subsec. 39(13) added by 1994, c. 7, Sch. VIII (1993, c. 
24), s. 11, applicable to 1991 et seq. 


Pre-RSC History [s. 39]: The expression “scientific research and 
experimental development” substituted for “scientific research” by 
1986, c. 6, subsec. 15(3), applicable with respect to taxation years 
ending after May 23, 1985. 


Selected Cases [s. 39]: Fortino v. Canada, [1997] 2 C.T.C. 
2184 (TCC) (Non-competition agreement proceeds not capital 
gain); Lalande v. MNR, [1989] 2 C.T.C. 30 (FCA) (Losses on loans 
and guarantees for purpose of establishing school and seniors’ home 
not deductible current expense). 


Definitions [s. 39]: “adjusted cost base” —54, 248(1); 
“amount” —.248(1); “arm’s length” — 251(1); “bank” — Interpre- 
tation Act 35(1); “Canada” — 255; “Canadian-controlled private 
corporation” —— 248(1); “Canadian resource property” — 66(15), 
248(1); “Canadian. security” — 39(6); “capital gain” — 39(1)(a), 
248(1); “capital loss” — 39(1)(b), 248(1); “capital property’ — 54, 
248(1); “corporation” — 248(1), Interpretation Act 35(1); “credit 
union” — 137(6), 248(1); “depreciable property” — 13(21), 248(1); 
“disposition” — 54; “eligible capital property” — 54, 248(1); “fis- 
cal period” — 249(2)(b), 249.1; “foreign resource property” — 
66(15), 248(1); “individual”, “insurance corporation” — 248(1); 
“life insurance policy” — 138(12), 248(1); “Minister” — 248(1); 
“mutual fund corporation” — 131(8), 248(1); “mutual fund 
trust” — 132(6), 248(1); “prescribed” — 248(1); “principal 
amount” — 248(1), 26(1.1); “property”, “qualifying environmental 
trust” — 248(1); “received” — 248(7); “resident in Canada” — 
250; “share”, “small business corporation” — 248(1); “spouse” — 
252(4)(a); “taxable capital gain” — 38(a), 248(1); “taxable in- 
come” — 2(2), 248(1); “taxation year” — 249; “taxpayer” — 
248(1); “timber resource property” — 13(21), 248(1); “trust” — 
104(1), 248(1), (3); “unused scientific research and experimental 
development tax credit” — 127.3(2), 248(1); “unused share- 
purchase tax credit” — 127.2(6), 248(1). 


Interpretation Bulletins [s. 39]: IT-297R2: Gifts in kind to 
charity and others; IT-316: Awards for employees’ suggestions and 
inventions; IT-395R: Foreign tax credit — capital gains and capital 
losses on foreign property; IT-442R: Bad debts and reserves for 
doubtful debts; Foreign tax credit — foreign-source capital gains 
and losses; IT-479R: Transactions in securities. 


39.1 (1) Definitions — In this section, 


“exempt capital gains balance” of an individual for 
a taxation year that ends before 2005 in respect of a 
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flow-through entity means the amount determined by 
the formula 


A-B-C-F 
where 
A is . 
(a) if the entity is a trust referred to in any of 
paragraphs (f) to (j) of the definition “flow- 
through entity” in this subsection, the amount 
determined under paragraph 110.6(19)(c) in 


respect of the individual’s interest or interests 
therein, and 


(b) in any other case, the lesser of 


(i) “4 of the total of the taxable capital 


gains that resulted from elections made 


under: subsection 110.6(19) in respect of 
the individual’s interests in or shares of the 
capital stock of the entity, and 


(ii) the amount that would be determined 
under subparagraph (i) if 


(A) the amount designated in the elec- 
tion in respect of each interest or share 
were equal to the amount determined 
by the formula 


|p eae 
“where 


D. is the fair market value of the inter- 
est or share at the end of February 
22, 1994, and 


E is the amount, if any, by which the 
amount designated in the election 
that was made in respect of the in- 
terest or share exceeds !'/10 of its fair 
market value at the end of February 
22, 1994, and 


(B) this Act were read without refer- 
ence to subsection 110.6(20), 


B is the total of all amounts each of which is the 
amount by which the individual’s capital gain. for 
a preceding taxation year, determined without 
reference to subsection (2), from the disposition 
of an interest in or a share of the capital stock of 
the entity was reduced under that subsection, and 


Cais 
(a) if the entity is a trust described in ‘any of 
paragraphs (d) and (h) to (j) of the definition 
“flow-through entity” in this subsection, 4/3: of 
the total of all amounts each of. which is the 
amount by which the individual’s taxable cap- 
ital gain otherwise determined for a preceding 
taxation year that resulted from a designation 


made under subsection 104(21)' by the trust 
was reduced under subsection (3), © 
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(b) if the entity is a partnership, */s‘of the total 
of all amounts each of which is 


(i) the amount by which the individual’s 
share otherwise determined of the partner- 
ship’s taxable capital gains for its fiscal 
period that ended in a preceding taxation 
year was reduced under subsection (4), or 


(ii) the amount by which the individual’s 
share otherwise determined of the partner- 
ship’s income from a business for its fiscal 
period that ended in a preceding taxation 
year was reduced under subsection (5), and 


(c) in any other case, the total of all amounts 
each of which is the amount by which the to- 
tal of the individual’s capital gains otherwise 
determined under subsection 130.1(4) or 
131(1), subsections 138.1(3) and (4) or sub- 
section 144(4), as the case may be, for a pre- 
ceding taxation year in respect of the entity 
was reduced under subsection (6), and 


(a) if the entity is a trust described in any of 
paragraphs (g) to (j) of the definition “flow- 
through entity” in this subsection, the total of 
all amounts each of which is an amount in- 
_ cluded. before the year in the cost to the indi- 
vidual of a property under subsection 107(2.2) 
or paragraph 144(7.1)(c) because of the indi- 
vidual’s exempt capital gains balance in re- 
spect of the entity, and | 


(b) in any other case, nil; 


Related Provisions: 39.1(7) — Balance deemed nil after ceasing 
to be shareholder or beneficiary; 53(1)(p) — Addition. to. ACB; after 
balance expires at end of 2004; 53(1)(r) — Increase in ACB imme- 
diately before disposing of all interests or shares of a flow-through 
entity; 54“adjusted cost base”’(c) — ACB adjustment to flow- 
through entity preserved through disposition and reacquisition; 
87(2)(bb. 1) — Amalgamation — flow-through entity considered to 
be same corporation; .107(2.2) —Cost bump on distribution. of 
property from trust that is a flow-through entity; 132.2(1)G)Gi) — 
Effect of mutual fund reorganization; 144(1) — Employees profit 
sharing plan — unused portion of a beneficiary’s exempt capital 
gains balance; 144(7.1) — Employees profit sharing plan — where 
property received by beneficiary; 257 — Formulas cannot calculate 
to less than zero. 


History: The element F and its description added to the definition 
“exempt capital gains balance” in subsec. 39.1(1) by 1998, c. 19, 
subsec. 88(2), applicable to 1994 et seq. 


“flow-through entity” means 
(a) an investment corporation, 
(b) a mortgage investment corporation, 
(c) a mutual fund. corporation, 
(d) a mutual fund trust, 
(e) a partnership, 


(f) a related segregated fund trust ‘ee the purpose 
of section 138.1, 


(g) a trust governed by an employees profit shar- 
ing plan, 


S. 39.1(2) 


(h) a trust maintained primarily for the benefit of 
employees of a corporation or 2'or more corpora- 
tions that do not deal at arm’s length with each 
other, where one of the main purposes of the trust 
is to hold interests in shares of the capital stock of 
the corporation. or corporations, as the case. may 
be, or any corporation not dealing at arm’s length 
therewith, 


(i) a trust established exclusively for the benefit 
of one or more persons each of whom was, at the 
time the trust. was created, either a person from 
whom the trust received property or a creditor of 
that person, where one of the main purposes of 
the trust is to secure the payments required to be 
made by or on behalf of that person to such credi- 
tor; and 


(j) a trust all or aineeintiatly all of the Bic HEGHSS 
of which consist of shares of the capital stock of a 
corporation, where the trust ‘was established pur- 
suant to an agreement between 2 or more. share- 
holders of the corporation and one of the main 
purposes of the trust is to provide for the exercise 
of voting rights in respect of those shares pursu- 
ant to that agreement. 
Related Provisions: 54‘‘adjusted cost base”(c) — ACB adjust- 
ment. preserved through disposition and_ reacquisition; 
87(2)(bb.1) — Amalgamation — flow-through entity considered to 
be same corporation; 107(2.2)—— Cost. bump on distribution of 
property from trust that is a flow-through entity. See also: Defini- 
tions at end of 3911. 


History: Subsec. 39. 1h) added by 1995, c. 3, s. 11, sisvabile to 
1994 et seq. 


(2) Reduction of capital gain — Where at any 
time after February 22, 1994 an individual disposes 
of an interest in or a share of the capital stock of a 
flow-through entity, the individual’s capital gain, if 
any, otherwise determined for a taxation year from 
the disposition shall be reduced by such amount as 
the individual claims, not exceeding the amount de- 
termined by the formula 


Ta tet Be 
where . 


A_ is the exempt capital gains balance of the individ- 
ual for the year in respect of the entity, 

B is : . 
(a) if the entity made a designation under sub- 
section 104(21) in respect of the individual for 
the year, “/; of the amount, if any, claimed 
under subsection (3) by the individual for the 
year in respect of the entity, 


(b) if the entity is a partnership, “/3 of the total 
of 
(i) the amount, if any, claimed under sub- 
section (4) by the individual for the year in 
respect of the entity, and 


(ii) the amount, if any, claimed under sub- 
section (5) by the individual for the year in 
respect of the entity, and 
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(c) in any other case, the amount, if any, 
claimed under subsection (6) by the individual 
for the year in respect of the entity, and 


C is the total of all reductions under this subsection 
in the individual’s capital gains otherwise deter- 
mined for the year from the disposition of other 
interests in or shares of the capital stock of the 
entity. 

Related Provisions: 39.1(6) — Reduction of capital gains on 

ongoing basis; 110.6(19)-(30) — Election to trigger capital gains 

exemption; 132.2(1)(G)(Gi) — Effect of mutual fund reorganization; 

257 — Formula cannot calculate to less than zero. 


History: Subsec. 39.1(2) added by 1995, c. 3, s. 11, applicable to 
1994 e¢ seq. 


(3) Reduction of taxable capital gain — The 
taxable capital gain otherwise determined under sub- 
section 104(21) of an individual for a taxation year 
as a result of a designation made under that subsec- 
tion by a flow-through entity shall be reduced by 
such amount as the individual claims, not exceeding 
4 of the individual’s exempt capital gains balance 
for the year in respect of the entity. 


History: Subsec. 39.1(3) added ies 19955 C7 Shi s. hI; i bia to 
1994 et seg. 


(4) Reduction in share of partnership’s 
taxable capital gains — An individual’s share 
otherwise determined for a taxation year of a taxable 
capital gain of a partnership from the disposition of a 
property (other than property acquired by the part- 
nership after February 22, 1994 in a transfer to 
which subsection 97(2) applied) for its fiscal period 
that ends after February 22, 1994 and in the year 
shall be reduced by such amount as the individual 
claims, not exceeding the amount determined by the 
formula | 


A-B 
where 


A is */4 of the individual’s exempt capital gains bal- 
ance for the year in respect of the partnership, 
and 


B is the total of amounts claimed by the individual 
under this subsection in respect of other taxable 
capital gains of the partnership for that fiscal 
period. 

Related Provisions: 39.1(1)“exempt capital gains bal- 


ance” C(b)(i), 39.1(2)B(b)G) — Reduction in balance to reflect ap- 
plication of subsec. (4). 


History: Subsec. 39.1(4) added by 1995, c. 3, s. 11, applicable to 
1994 et. seq. 


(5) Reduction in share of partnership’s 
income from a business — An individual’s 
share otherwise determined for a taxation year of the 
income of a partnership from a business for the part- 
nership’s fiscal period that ends in the year and the 
individual’s share of the partnership’s taxable capital 
gain, if any, arising under subparagraph 14(1)(a)(v) 
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shall be reduced by such amount as the individual 
claims, not exceeding the lesser of 


(a) the amount, if any, by which */4 of the individ- 
ual’s exempt capital gains balance for the year in 
respect of the partnership exceeds the total of 


(i) the amount, if any, claimed under subsec- 
tion (4) by the individual for the year in re- 
spect of the partnership, and 


(ii) all amounts, if any, claimed under this 

~ subsection by the individual for the year in re- 
spect of other businesses of the partnership, 
and 


(b) the amount ‘determined by the formula 


AX a 
C 
where 


A is the amount included under subparagraph 
14(1)(a)(v) in computing the income of the 
partnership from the business for the fiscal 
period, 


B: is the amount that would otherwise. be the in- 
dividual’s share of the partnership’s income 
from the business for the fiscal period, and — 


C is the partnership’s income from the business 
for the fiscal period. 
Related Provisions: 39.1(1) ‘exempt capital gains bal- 


ance”’C(b)(ii), 39.1(2)B(b)(Gii) — Reduction in balance to reflect ap- 
plication of subsec. (4). 


History: Subsec. 39.1(5) added by 1995, c. 3, s: 11, applicable to 
1994 et seq. 


(6) Reduction of capital gains — The total capi- 
tal gains otherwise determined under. subsection 
130.1(4) or 131(1), subsections 138.1(3) and (4) or 
subsection 144(4), as the case may be, of an individ- 
ual for a taxation year as a result of one or more 
elections, allocations or designations made after Feb- 
ruary 22, 1994 by a flow-through entity shall be re- 
duced by such amount as the individual claims, not 
exceeding the individual’s exempt capital gains bal- 
ance for the year in respect of the. entity. 

Related Provisions: 39.1(1)“exempt capital gains balance”C(c), 


39.1(2)B(c) — Reduction in balance to reflect application of subsec. 
(4). 


History: Subsec. 39.1(6) added by 1995, c. 3, s. 11, Pees to 
1994 et seq. 


(7) Nil exempt capital gains balance — Not- 
withstanding subsection (1), where at any time an in- 
dividual ceases to be a member or shareholder of, or 
a beneficiary under, a flow-through entity, the ex- 
empt capital gains balance of the individual in re- 
spect of the entity for each taxation year that begins 
after that time is deemed to be nil. 


Related Provisions: 53(1)(r) — Increase in ACB on disposition 
before 2005. 


History: Subsec. 39.1(7) added by 1995, c. 3, s. 11, isongiae to 
1994 et seq. 
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. Definitions: “amount” — 248(1);. “capital gain” — 39(1)(a), 
248(1); “employees profit sharing plan” — 144(1), 248(1); “exempt 
capital gains balance” — 39.1(1), (7); “fiscal period” — 249(2)(b), 
249.1; “flow-through entity” — 39.1(1); “individual” — 248(1); 

“investment corporation’ — 130(3)(a), 248(1); “mortgage ‘invest- 
ment corporation” — 130.1(6), 248(1); “mutual fund corpora- 
tion” —131(8), (8.1), 248(1); “mutual fund. trust” — 132(6), (7), 
248(1);.“person” — 248(1);. “related segregated fund trust” — 
138.1(1)(a); “share” — (of corporation) 248(1); “share” — (of part- 
nership’s gains) 39.1(4); “shareholder” — 248(1); “taxable capital 
gain” — 38(a), 248(1); “taxation year” —11(2), 249; “trust”? — 
104(1), 248(1): 


40. (1) General rules —- Except as otherwise ex- 
pressly provided in this Part 


(a) a taxpayer’s, gain for.a taxation. year. from the 
disposition of any property is the amount, if any, 
by which 


- (i) if the Hb pee) was disposed of in iis year, 
the amount, if any, by which the taxpayer’s 

proceeds of disposition exceed the total of the 
adjusted cost base to the taxpayer of the prop- 
erty immediately before the disposition, and 
-any outlays and expenses to the extent. that 
they were made or incurred by the taxpayer 
for the purpose of making the disposition, or 


(ii) if the property was disposed of before the 
year, the amount, if any, claimed by the tax- 
payer under subparagraph (iii) in computing 
the taxpayer’s gain for the immediately pre- 
ceding year from the disposition of the 


property, 
exceeds 


(iii) subject to subsection (1.1), such amount 
as the taxpayer may claim 


(A) in the case of an individual (other than 
a trust) in prescribed form filed with the 
taxpayer’s return of income under this Part 
for the year, and 


(B) in any other case, in the taxpayer’s re- 
turn of income under this Part for the year, 


as a deduction, not exceeding the lesser of 


(C) a reasonable amount as a reserve in re- 
spect of such of the proceeds of disposition 
of the property that are payable to the tax- 
payer after the end of the year as can rea- 
sonably be regarded as a portion of the 
amount determined under subparagraph (1) 
in respect of the property, and 


(D) an amount equal to the product ob- 
tained when '/s of the amount determined 
under subparagraph (i) in respect of the 
property is multiplied by the amount, if 
any, by which 4 exceeds the number of 
preceding taxation years of the taxpayer 
ending after the disposition of the prop- 
erty; and 

Selected Cases [subpara. 40(1)(a)(iii)]: Regina Shoppers Mall 

Ltd. v. Canada, [1991] 1-C.T.C. 297 (FCA) (Taxpayer entitled to 


S. 40(1) 


file return inconsistent with ,Minister’s assessment for previous 


year). 


Selected Cases [para. 40(1)(a)|: Sénécal (J.G.) v. MNR, [1993] 
2 C.T.C. 2218 (TCC) (Proceeds of disposition of land equal to cash 
and face value of promissory note received, despite evidence that 
note’s value nil); Bodrug Estate v. Canada, [1991] 2 C.T.C. 347 
(FCA) (Damages paid under lawsuit in respect of provincial securi- 
ties, statute. not part of cost of shares deemed disposed of upon 
death); Watkins v.. Canada, [1990] 2 C.T.C, 205. (FCTD) (Mainte- 
nance cost of race horse not included in adjusted cost base of horse). 


(b) a taxpayer’s loss for a taxation year from the 
disposition of any property is, 


(i) if the property was disposed of.in the year, 
the amount, if any,.by which the total of the 
adjusted cost base to the taxpayer of the prop- 
erty immediately before the disposition and 
any outlays and expenses to the ‘extent that 
they were made or incurred by the taxpayer 
for the purpose of making the disposition, ex- 
ceeds the taxpayer’s proceeds of disposition 
of the property, and 


(ii) in any other case, nil, 


Related Provisions: 40(1.1) — Reserve where farm property 
transferred to child; 40(2) — Limitations; 40(3.3), (3.4) — Limita- 
tion on loss where property acquired by affiliated person; 44(1) — 
Exchanges of property; 53(1)(n) — Survey and valuation costs for 
disposition included in adjusted cost base; 69(11) — Deemed pro- 
ceeds of disposition; 72(1)(c)— No reserve for year of death; 
79.1(3), (6)(c) — Capital gains reserve where property repossessed 
by creditor; 84.1(2.1)—-Non-arm’s. length sale of shares; 

87(2)(e) — Amalgamations — capital property; 87(2)(m) — Amal- 
gamations — proceeds not due until after end of year; 87(2)(II) — 
Amalgamations — continuation of predecessor corporations; 

88(1)(d)(~i)(C) — Winding-up; 100(2) — Gain from disposition of 
interest in partnership; 104(6) — Reduction in loss where property 
disposed of owned by a trust; 112(3) — Loss on share that is capital 
property. 

History: Cl. 40(1)(a)(iii)(C) amended by 1995, c.21, subsec. 11(1), 

applicable. to taxation years that end after February 21, 1994, The 
clause formerly read: 


(C) a reasonable amount as a reserve in respect of such of the 
proceeds of disposition of the property that are not-due to the 
taxpayer until after the end of the year as may reasonably be 
regarded as a portion of the amount determined under subpar- 
agraph (i) in respect of the property, and 


Pre-RSC History: Subpara. 40(1)(a)(iii) substituted by 1988, c. 
55, subsec. 21(1), applicable to 1988 et'seg. Subpara. 40(1)(a)(iii) 
formerly read: 


(iii) subject to subsection (1.1), such amount as he may claim 
as a deduction, not exceeding the lesser of 


(A) a reasonable amount as a reserve in respect of such of 
the proceeds of disposition of the property that are not 
due to him until after the end of the year as may. reasona- 
bly be regarded as a portion of the amount determined 
under subparagraph (1) in respect of the property, and 


(B) an amount equal to the product obtained when '/s of 
the amount determined under subparagraph (i) in respect 
of the property is multiplied by the amount, if any, by 
which 4 exceeds the number of preceding taxation years 
of the taxpayer ending after the disposition of the prop- 
erty; and 
Subpara. 40(1)(a)(iii) substituted by 1980-81-82-83, c. 140, subsec. 
19(1), applicable with respect to dispositions occurring after No- 
vember 12, 1981 otherwise than pursuant to the terms in existence 
on November 12, 1981 of an offer or agreement in writing made or 
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entered into on or before that date or otherwise than by virtue of an 
event referred to in subpara. 54(h)(ii), (iii) or (iv) [now “proceeds of 
disposition’’(b), (c), or (d)| that occurred on.or before that date. Sub- 
para. 40(1)(a)(iii) formerly..read: 
(iii) such amount as he may claim, not exceeding a reasonable 
amount as a reserve in respect of such of the proceeds of dis- 
position of the property that are not due to him until after the 
end of the year as may reasonably be regarded as a portion of 
the amount determined under subparagraph (i) in — of 
the property; and 


Selected Cases [subsec. 40(1)]: Canada y. Young, [1989] 1 
C.T.C. 421 (FCA) (Cost of subscriptions to investment publications 
not deductible); Pineo v. The Queen, [1986] 2 C.T.C. 71 (FCTD) 
(Demand promissory note in consideration for shares “due” 
immediately); The Queen: v. Sterling, [1985] 1 C.T.C. 275 (FCA) 
(Interest and storage charges for gold bullion excluded from ad- 
justed. cost base); The Queen v. Derbecker, [1984]: €.T.C. 606 
(FCA) (Demand promissory note “due” immediately). 


.T. Application Rules: 26(3), 26(11). 


Interpretation Bulletins: IT-66R6: Capital dividends; IT-95R: 
Foreign exchange gains and losses; IT-99R4: Legal and accounting 
fees; IT-104R2: Deductibility of fines or penalties; IT-220R2: Capi- 
tal cost allowance — proceeds of disposition of depreciable prop- 
erty; IT-236R3: Reserves — disposition of capital property; IT- 
259R2: Exchanges of property; IT-268R4: Jnter vivos transfer of 
farm property to child; IT-328R3: Losses on shares on which divi- 
dends have been received; IT-426: Shares.sold subject to an.earnout 
agreement; IT-436R: Reserves — where promissory notes.,are in- 
cluded. in, disposal proceeds; IT-461:, Forfeited, deposits; IT-505: 
Mortgage foreclosures.and conditional sales repossessions. 


Information Circulars: 88-2, paras.24, 27:.General anti-avoid- 
ance rule — section 245 of the Income Tax Act. - 


Forms: T3, Sched. 2: Calculation of reserves On dispositions of 
capital property; T2017: Summary of reserves on dispositions of 
capital property; T2069: Election in respect.of amounts not.deducti- 
ble as reserves for the year of death; T2080-T2090: Capital disposi- 
tions supplementary schedules; T5008 Supp: Statement of securities 
transactions. 


(1.01) Gift of non-qualifying security [— re- 
serve] — A taxpayer’s gain for a particular taxation 
year from a disposition of a non-qualifying security 
of the taxpayer (as defined in subsection 118.1(18)) 
that is the making of a gift (other than an excepted 
gift, within the meaning assigned by subsection 
118.1(19)) to a qualified donee (as defined in sub- 
section 149.1(1)) is the amount, if any, by which 


(a) where: the disposition occurred in the-particu- 
lar year, the amount, if any, by which the tax- 
payer’s proceeds of disposition exceed the total 
of the adjusted cost base to the taxpayer of the 
security immediately before the disposition and 
any outlays and expenses to the extent they were 
made or incurred by the taxpayer for the purpose 
of making the disposition, and 


(b) where the disposition occurred in the 60- 
month period that ends at the beginning of the 
particular year, the amount, if any, deducted 
under paragraph (c) in computing the taxpayer’s 
gain for the preceding taxation year from the dis- 
position of the security 


exceeds 


(c) the amount that the taxpayer claims in pre- 
scribed form filed with the taxpayer’s return of 
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income for the particular year, where the taxpayer 
is not deemed by subsection 118.1(13) to have 
made a gift of property before the end of the par- 
ticular year as a consequence of a disposition of 
the security by the donee or as a consequence of 
the security ceasing to be a non-qualifying secur- 
ity of the taxpayer before the end of the particular 
year. 


Related Provisions: 72(1)(c)— No reserve for year of death; 
87(2)(m.1) — Amalgamation — continuing corporation; 110.1(6), 
118.1013) — Donation of non-qualifying security disallowed. 


History: Subsec. 40(1.01) added by 1998, c. 19, s. 8, applicable to 
1997 et seq. 


(1.1) Property disposed of to a child — Where 
the property referred to in subparagraph (1)(a)(iii) is 


property that the taxpayer disposed of to the tax- - 


payer’s child, who was resident in Canada immedi- 
ately before the disposition, and was 


(a) any land in Canada or depreciable property in 
Canada of a prescribed class that was, immedi- 
ately before the disposition, used by the taxpayer, 
the taxpayer’s spouse, or any of the taxpayer’s 
children in the business of farming, 


(b) immediately before the disposition, a share of . 


the capital stock of a family farm corporation of 
the taxpayer or an interest in a oad farm part- 
nership of the taxpayer, or 


(c) immediately before the disposition, a “share of 
the capital stock of a small business corporation 
of the taxpayer, 


in computing the amount of any claim in respect of 
that property under subparagraph (1)(a)(ii1), that sub- 
paragraph shall be read as if the references therein to 
“l/s” and “4” were references to “ “ho” and “9” 
respectively. 


Related Provisions: 40(8), 70(10)— Extended meaning of 
“child”. 

Pre-RSC History: Subsec. 40(1.1) added by 1980-81-82-83, c. 
140, subsec. 19(2), applicable with respect to dispositions occurring 
after November 12, 1981 otherwise than pursuant to the terms in 
existence on November 12, 1981 of an offer or agreement in writing 
made or entered into on or before that date or otherwise than by 
virtue of an event referred to in subpara. 54(h)(ii), (iii) or (iv) [now 
“proceeds of disposition’(b), (c) or (d)] that occurred on or before 
that date. 


Interpretation Bulletins: IT-268R4: Inter vivos transfer of farm 
property to child; IT-328R3: Losses on shares on which dividends 
have been received. 


(2) Limitations — Notwithstanding subsection (1), 


(a) [reserve] — subparagraph (1)(a)(iii) does 
not apply to permit a taxpayer to claim any 
amount under that subparagraph in computing a 
gain for a taxation year if 


(i) the taxpayer, at the ehd of the year or at 
any time in the immediately following year, 
was not resident in Canada or was exempt 
from tax under any provision of this Part, or 
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(11) the purchaser of the property sold is a cor- 
poration that, immediately after the sale, 


(A) was controlled, directly or indirectly, 
in any manner whatever, by the taxpayer, 


(B) was controlled, directly or indirectly, 
in any manner whatever, by a person or 
group of persons by whom the taxpayer 
was controlled, directly or neceideinsiing 
any manner whatever, or 


(C) controlled the taxpayer, directly or in- 
directly, in any manner whatever, where 
the taxpayer is a corporation; 


Related Provisions: 256(5.1)— Controlled. directly or indi- 
rectly — control in fact. 


Pre-RSC History: Subpara. 40(2)(a)(ii) amended by 1988, c. 55, 
subsec, 21(2), to substitute (4 times), “‘, directly or indirectly, in any 
for “directly or indirectly”, applicable with re- 


Para. 40(2)(a) ‘substituted by 1974-75-76, c. 26, subsec. 16(1), appli- 
cable in respect of dispositions of property after May 6, 1974. Para. 
40(2)(a) formerly: read: 


(a) subparagraph (1)(a)(iii) does not apply to petihic a tax- 
payer to claim any amount thereunder in computing a gain for 
a taxation year if the taxpayer was, at any.time.in.the year or 
the immediately following year, not resident in Canada; 
Interpretation Bulletins: IT-236R3: Reserves — disposition of 
capital property. 
(b) [principal residence] — where the tax- 
payer is an individual, the taxpayer’s gain for a 
taxation year from the disposition of a property 
that was the taxpayer’s principal residence at any 
time after the date (in this section referred to as 
the “acquisition date’) that is the later of Decem- 
ber 31, 1971 and the day on which the taxpayer 
last acquired or reacquired it, as the case may be, 
is the amount determined by the formula 


ASX 'B 
@ 


=D 


where 


A is the amount that would, if this Act were read 
without reference to this paragraph and sub- 
sections 110.6(19) and (21), be the taxpayer’s 
gain therefrom for the year, 


B is one plus the number of taxation years that 
end after the acquisition date for which the 
property was the taxpayer’s principal resi- 
dence and during which the taxpayer was resi- 
dent in Canada, 


C is the number of taxation years that end after 
the acquisition date during which the taxpayer 
owned the property whether jointly. with an- 
other person or otherwise, and 

Dis 

(i) where the acquisition date is before 
February 23, 1994 and the taxpayer or a 
spouse of the taxpayer elected under sub- 
section 110.6(19) in respect of the property 
or an interest therein that was owned, 1m- 


S. 40(2)(b) 


mediately before the disposition, by the 
taxpayer, “/3 of the lesser of 


(A) the total of all, amounts each of 
which is the taxable capital gain of the 
taxpayer or of a spouse of the taxpayer 
that would have resulted from an elec- 
tion by the taxpayer or spouse under 
subsection 110.6(19) in respect of the 
property or interest if 


(I) this Act were read without refer- 
ence to subsection 110.6(20), and 


(il) the amount designated in the 
election were equal to the amount, if 
any, by which the fair market value 
of the property or interest at the end 
of February 22, 1994 exceeds the 
amount determined by the formula 


E —1.1F 
where 


E is the amount designated in the 
election that was made in-respect 
of the property or interest, and 


F is the fair market value of the 
property or interest at the end of 
February 22, 1994, and 


(B) the total of all. amounts each of 
which is the taxable capital gain of the 
taxpayer or of a spouse of the taxpayer 
that would have resulted from an elec- 
tion that was made under. subsection 
110.6(19) in respect of the property or 
interest if the property were the princi- 
pal residence of neither the taxpayer 
nor the spouse for each particular taxa- 
tion year unless the property was desig- 
nated, in a return of income for the tax- 
ation year that includes February 22, 
1994 or for a preceding taxation year, 
to be the principal residence of either of 
them for the particular taxation year, 
and 


(11) in any other case, zero; 


Related Provisions: 40(4) — Disposal of principal residence to 
spouse or trust for spouse; 40(5)-— Where principal residence is 
property of trust for spouse; 40(6) — Special rule re principal resi- 
dence; 40(7.1) — Capital gains exemption election ignored for pur- 
poses of determining when property last acquired; 45(3) — Election 
re principal residence; 257 — Formulas cannot calculate to less than 
zero. 


History: Para. 40(2)(b) amended by. 1995, c. 3, subsec. 12(1), ap- 
plicable to dispositions that occur after February 22, 1994. Para. (b) 
formerly read: 


(b) where the taxpayer is an individual, the taxpayer’s gain 
for a taxation year from the disposition of a property that was 
the taxpayer’s principal residence at any time after the date, 
(in this section referred to as the “acquisition date”) that is the 
later of December 31, 1971 and the day on which the tax- 
payer last acquired or reacquired it, as the case may be, is the 
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taxpayer’s gain therefrom for.theyear otherwise determined 
minus that proportion. thereof that 


(i) one plus the number of taxation years ending after the 
acquisition date for which the property was the tax- 
payer’s principal residence. and’ during which the tax- 
payer was resident in Canada, 


is of 


(ii) the number of taxation years ending after the acquisi- 
tion date during which the taxpayer owned the property 
whether jointly with another person or otherwise; 


Pre-RSC History: Para. 40(2)(b) substituted by 1977-78, c. 1, 
subsec. 17(1), applicable with respect to dispositions after March 
1977. Para. 40(2)(b) formerly read: 


(b) where the taxpayer isan individual, his gain for a taxation 
year from the disposition of a property that was at any time 
his principal residence is his gain therefrom for the year oth- 
erwise determined minus that proportion thereof that 


(i) one plus the number of taxation years ending after 
1971 for which: the property. was his principal residence 
and during which he was resident in Canada, 


is of 


(11) the number of taxation years ending after 1971 during 
which he owned the property, whether jointly with an- 
other person or otherwise; 


Selected Cases [para. 40(2)(b)]: Mintenko v. Canada, [1989] 1 
C.T.C. 40.(FCTD) (Only. portion of tarm land necessary to use and 
enjoyment of principal residence). 


I.T. Application Rules: 26. 1(1). (change of use of property before 
1972). 


Interpretation Bulletins: IT-120R4: Principal residence; IT- 
268R3: Inter vivos transfer of farm property to child; IT-366R: Prin- 
cipal residence: transfer to spouse or spouse trust. 


Forms: T2091: Designation of a property as a principal residence 
by an individual; T2091(IND)WS: Principal residence worksheet. 


(c) [land used in farming business] — 
where the taxpayer is an individual, the tax- 
payer’s gain for a taxation year from the disposi- 
tion of land used in a farming business carried on 
by the taxpayer that includes property that was at 
any time the taxpayer’s principal residence is 


(i) the taxpayer’s gain for the year, otherwise 
determined, from the disposition of the por- 
tion of the land that does not include the prop- 
erty that was the taxpayer’s principal resi- 
dence, plus the taxpayer’s gain for the year, if 
any, determined under paragraph (b) from the 
disposition of the property that was the tax- 
payer’s principal residence,.or 


(i1) if the taxpayer so elects in prescribed man- 
ner in respect of the land, the taxpayer’s gain 
for the year from the disposition of the land 
including the property that was the taxpayer’s 
principal residence, determined without re- 
gard to paragraph (b) or subparagraph (i) of 
this paragraph, less the total of 
(A) $1,000, and 


(B) $1,000 for each taxation year ending 
after the acquisition date for which the 
property was the taxpayer’s principal resi- 
dence and during which the taxpayer was 
resident in Canada; 
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Related Provisions: 40(4) — Disposal of principal residence to 
spouse or trust for spouse. 
Pre-RSC History: Cl. 40(2)(c)(ii)(B) euhetinited by 1977-78, c. 1, 
subsec. 17(2), applicable with respect to peg eos after March 
1977. That cl. formerly read: 
(B) $1,000 for each taxation year ending after 1971 for which 
the property was his principal residence and during which he 
was resident in Canada; 


Regulations: 2300 (prescribed manner). 


Interpretation Bulletins: IT-120R4: Principal residence; IT- 
268R3: Inter vivos transfer of farm property to child; IT-366R: Prin- 
cipal residence: transfer to spouse or spouse trust. 


Forms: T2090: Capital dispositions supplementary schedule re: 
Election available to farmers disposing of farmland. 


(d) [disposition of bond] — where the tax- 
payer is a corporation, its loss for a taxation year 
from the disposition of a bond or debenture is its 
loss therefrom for the year otherwise determined, 
less the total of such amounts received by it as, 
on account or in lieu of payment of, or in satis- 
faction of interest thereon as were, by virtue of 
paragraph 81(1)(m), not included in computing 
its income; 


(e) [disposition to controller or controlled 
corporation] — [Repealed] 
Related Provisions: 53(1)(f.1) — Addition to adjusted cost base; 
69(5)(a)(ii) — No application where property appropriated by 
shareholder on winding-up; 98(5) — Where partnership business 
carried on as sole proprietorship; 256(5.1) — Controlled directly or 
indirectly — control in fact. 
History: Para. 40(2)(e) repealed by 1998, c.:19, subsec. 89(1), ap- 
plicable, subject to s. 247 of 1998, c. 19 (grandfathering rule repro- 
duced after s. 260), to dispositions of property that occur after April 
26, 1995. The para. formerly read: 


(e) [disposition to controller or controlled. corporation] — 
where the taxpayer is a corporation, its loss otherwise deter- 
mined from the disposition of any property disposed of by it 
to Ano saat 
(i) a person by whom it was controlled, directly or indi- 
rectly in any manner whatever, or 


(11) a corporation that was controlled, directly or indi- 
rectly in any manner whatever, by a person described in 
subparagraph (i), 
is nil; 1 
Pre-RSC History: Para. 40(2)(e) amended. by 1988, c. 55, subsec. 
21(3), to substitute (in 2 places) “controlled, directly or indirectly in 
any manner whatever,” for “controlled”, applicable with respect to 
dispositions after 1988. 


Selected Cases [para. 40(2)(e)]: Reeson Investments Ltd. v. 
Canada, [1990] 2 C.T.C. 190 (FCTD) (Conversion of capital loss to 
business investment loss prevented in transactions between associ- 
ated companies; transfers of business investment loss permitted). 


Advance Tax Ruling: ATR-57: Transfer of property for estate 

planning purposes. . 
(e.1) [disposition of debt of related per- 
son] — a taxpayer’s loss, if any, from the dispo- 
sition at any time to a particular person or part- 
nership of an obligation that was, immediately 
after that time, payable by another person or part- 
nership to the particular person or partnership is 
nil where the. taxpayer, the particular person or 
partnership and the other person or partnership 
are related to each other at that time or would be 
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‘related to each other at that time if paragraph 
80(2)G) applied for the purpose of this paragraph; 
Related Provisions: 40(2)(e.2), 40(2)(g)(ii) — Further limita- 
tions on loss on disposition of debt; 53(1)(f.1), (f.11) — Addition to 


adjusted cost base; 54° 
does not apply; 80.01(8) — Deemed settlement after debt parking. 


History: Para. 40(2)(e.1) added by 1995, c. 21, subsec. 11(2), ap- 


plicable to dispositions that occur after July 12, 1994, other than 
dispositions pursuant to agreements in writing entered into before 
July 13, 1994. 

LT. Application Rules: 26(5)(c)(ii)(A) (where property owned 
since June 18, 1971). 


(e.2) [settlement of commercial obliga- 
_ tion] — a taxpayer’s loss on the settlement or 
extinguishment of a particular commercial obli- 
~~ gation (in this paragraph having the meaning as- 
signed by subsection 80(1)) issued by a person or 
partnership and payable to the taxpayer shall, 
where any part of the consideration given by the 
‘person or partnership for the settlement or extin- 
guishment of the particular obligation consists of 
“one or more. other commercial obligations issued 
by the person or partnership to the taxpayer, be 
deemed to be the amount deferminad by the 
formula ! 


clans! 
B 


A xX 


where — 

A is the amount, if any, that would be the tax- 
payer’s loss from the disposition of the partic- 
ular obligation if this Act were read without 
reference to this paragraph, 


B_is the total fair market value of all the consid- 
eration given by the person or partnership for 
the settlement or extinguishment of the partic- 

_ular obligation, and 


C is the total fair market value of ihe other 
obligations; 
Related Provisions: 40(2)(e.2), 40(2)(g)Gi) — Further limita- 
tions on loss on disposition of debt; 53(1)(f.12) — Addition to ad- 
justed’ cost-base; 80(2)(h) — Application of debt forgiveness rules; 
257 — Formula cannot calculate to less than zero. 


History: Para. 40(2)(e.2) added by 1995, c. 21, subsec. 11(2), ap- 
plicable to dispositions’ that occur after December 20, 1994, other 
than dispositions pursuant to agreements in writing entered into 
before December 21, 1994. 


1.T. Application Rules: 26(5)(c)(ii)(A) (where property owned 
since June 18, 1971). 
(f) [right to a prize] — a taxpayer’s gain or loss 
from the disposition of 


(1) a chance to win a prize or bet, or 
(ii) a right to receive an amount as a prize or 
as winnings ona bet, 


in connection with a lottery scheme or a pool sys- 
tem of betting referred to in section 205 of the 
Criminal Code is nil; 


Pre-RSC History: The present wording of para. 40(2)(f) undoes 
(presumably inadvertently) the amendments ‘made by 1985, c. 22 


S. 40(2)(g) 


(see below). Section 205 (formerly 188.1) of the Criminal Code has 
been repealed. 


Para. 40(2)(f) amended by 1985, ¢. 22,'s. 5, to substitute “a prize” 
for “a prize or bet” in subpara. (i) and for “a prize or as winnings on 
a bet” in subpara. (11), and “a lottery scheme” for “a lottery scheme 
or a pool system of betting referred to in section 188.1 of the Crimi- 
nal Code”. 


Para. 40(2)(f) substituted by 1980-81-82-83, c. 161, s. 34, pro- 
claimed in force December 8, 1983. Para. 40(2)(f) formerly read: 


(f) a taxpayer’s gain or loss from the disposition of 
(i) a chance to win a prize, or 
(ii) a right to receive an amount as a prize, 

in connection with a lottery scheme is nil; 


Interpretation Bulletins: IT-213R: Prizes from lottery schemes, 
pool system betting and giveaway contests; IT-404R: Obes to 
lottery ticket vendors. 


(g) [various losses deemed nil] — a tax- 
payer’s loss, if any, from the disposition of a 
property, to the extent that it is 


(1) a superficial loss, 


(ii) a loss from the disposition of a debt or 
other right to receive an amount, unless the 
debt or right, as the case may be, was acquired 
by the taxpayer for the purpose of gaining or 
producing income from a business or property 
(other than exempt income) or as considera- 
tion for the disposition of capital property to a 
person with whom the taxpayer was dealing at 
arm’s length, 

Selected: Cases [subpara. 40(2)(g)(ii)]: W.F. Botkin 

Construction Ltd. v. Canada, {1993] 1 C.T.C. 2765 (TCC) (Loss on 


loan guarantee nil where no commercial reality to transaction other 
than to benefit taxpayer’s children). 


(ii1) a loss from the disposition of any per- 
sonal-use property of the taxpayer (other than 
listed personal property or.a debt referred.to in 
subsection 50(2)), or 


(iv) a loss from the disposition of property to 


(A) a trust governed by a plan or fund re- 
ferred to in any of subparagraphs (e)(i1) to 
(iv) of the definition “disposition” in sec- 
tion 54 under which the taxpayer is a bene- 
ficiary or immediately after the disposition 
becomes a beneficiary, or 


(B) a trust governed by a registered retire- 
ment savings plan under which the tax- 
payer or the taxpayer’s spouse is an annui- 
tant or becomes, within 60 days after the 
end of the taxation year, an annuitant, 
is nil; 
Related Provisions: 3(b)(ii) — Limitation on use of listed per- 
sonal property losses; 13(21.2) — Superficial loss rule for deprecia- 
ble property; 18(13)—(16) — Superficial loss in moneylending busi- 
ness or adventure in nature of trade; 40(2)(e.1) — Limitation on 
loss where commercial obligation disposed of.in exchange for an- 
other commercial obligation; 40(3.3), (3.4) — Limitation on loss 
where property acquired by affiliated person; 41 — Listed personal 
property losses can offset listed personal property gains; 53(1)(f) — 
Addition to adjusted cost base — superficial loss; 80(1) — “Unrec- 
ognized loss”; 112(3)-(4.22) — Reduction in capital loss on shares 
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whete dividends previously paid; 252(4) — Extended ae of 
“spouse”. 
Pre-RSC History: Cl. 40(2)(g)(iv)(A) amended by 1986, c. 6, 
subsec. 18(1) to substitute “(B) to (D)” for “(B) to: (E)”, applicable 
to 1986 et seq. 
Subpara. 40(2)(g)(ili) substituted by 1985, c. 45, subsec. 15(1), ap- 
plicable to 1985 et seq. Subpara. 40(2)(g)(iii) formerly read: 
(111) a loss from the disposition of any personal-use property 
of the taxpayer other than listed personal property, or 
Cl. 40(2)(g)Gv)(A) substituted by 1977-78, c. 32, subsec. 7(1). Cl. 
40(2)(g)G@v)(A) formerly read: 
(A) a trust governed by a plan referred to in any of clauses 
54(c)(v)(B) to (D) under which he is.a beneficiary or immedi- 
ately after the disposition becomes a beneficiary, or 
Subpara. 40(2)(g)(v) repealed by 1977-78, c. 1, subsec. 17(3), appli- 
cable with respect to transfers of property after May 25, 1976. That 
subpara. had read: 
(v) where the taxpayer is a trust governed by a plan referred 
‘to in any of clauses 54(c)(v)(A) or (D), a loss from the dispo- 
sition of property to a beneficiary or annuitant thereunder. 


Subparas. 40(2)(g)(iv), (v) added by 1976-77, c. 4, s. 10, applicable 
to transfers of property after May 25, 1976. 


I.T. Application Rules: 26(6). 


Interpretation Bulletins: IT-120R4: Principal residence; IT- 
124R6; Contributions to registered retirement savings plans; IT- 
159R3: Capital debts established to, be bad debts; IT-160R3: Per- 
sonal use of aircraft; IT-218R: Profit, capital gains and losses from 
the sale of real estate; IT-239R2: Deductibility of capital losses 
from guaranteeing loans and loaning funds in non-arm’s length cir- 
cumstances; IT-325R2: Property transfers after separation, divorce 
and annulment. 


(h) [Shares of controlled corporation] — 
where the taxpayer is a corporation, its loss other- 
wise determined from the disposition at any time 
in a taxation year of shares of the capital stock of 
a corporation (in this paragraph referred to as the 
“controlled corporation’) that was controlled, di- 
rectly or indirectly in any manner whatever, by it 
at any time in the year, is its loss therefrom other- 
wise determined less the amount, if any, by 
which 


Gj) all amounts added under paragraph 
53(1)(f.1) to the. cost to a corporation, other 


than the controlled corporation, of property | 


disposed of to that corporation by the con- 
trolled corporation that were added to the cost 
of the property during the period while the 
controlled corporation was controlled by the 
taxpayer and that can reasonably be attributed 
to losses on the property that accrued during 
the period while the controlled corporation 
was controlled by the taxpayer, 


exceeds 


(ii) all amounts by which losses have been re- 
duced by virtue of this paragraph in respect of 
dispositions before that time of shares of the 
capital stock of the controlled corporation; 
and 
Related Provisions: 40(3.3), (3.4) — Limitation on loss where 
property acquired by affiliated person; 87(2)(kk) — Amalgama- 
tions — Continuation of predecessor corporations; 112(3)—(4.22) — 
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Reduction in capital loss on shares where dividends previously paid; 
256(5.1) — Controlled directly or indirectly — control in fact. 


History: Subpara. 40(2)(h)@) amended by 1998, c.-19, subsec. 
89(2), applicable, subject to s. 247 of 1998, c. 19 (grandfathering 
rule reproduced after s. 260), to dispositions of property that occur 
after April 26, 1995. The subpara. formerly read: 


(i) all amounts added under paragraph 53(1)(f.1) to the cost to 
another corporation of property disposed of to that corpora- 
tion by the controlled corporation that were added to the cost 
of that property during the period that the controlled corpora- 
tion was controlled by the taxpayer and that may reasonably 
be considered to be attributable to losses on the property that 
accrued during the period that the controlled Porporaidn was 
controlled: by the taxpayer, 
Pre-RSC History: That portion of para. 40(2)(h) preceding sub- 
para. (i) amended by 1988, c. 55, subsec. 21(4), to substitute “con- 
trolled, directly or indirectly, in any manner whatever,” for “con- 
trolled”, applicable to dispositions after 1988. 


Para. 40(2)(h) added by 1979, c. 5, s. 12, applicable in respect of 
dispositions of property after November 16, 1978. 


(i) [shares of certain corporations] — 
where at a particular time a taxpayer has disposed 
of a share of the capital stock of a corporation 
that was at any time a prescribed venture capital 
corporation or a prescribed labour-sponsored 
venture capital corporation or a share of the capi- 
tal stock of a taxable Canadian corporation that . 
was held in a prescribed stock savings plan or of 
a property substituted for such a share, the tax- 
payer’s loss from the disposition thereof shall be 
deemed to be the amount, if any, by which 


_. G) the loss otherwise determined 
exceeds 
(ii) the amount, if any, by which 


(A) the amount of prescribed. assistance 
that the taxpayer (or a person with whom 
the taxpayer was not dealing at arm’s 
length) received or is entitled to receive in 
respect of the share 


exceeds 


(B) the total of all amounts determined 
under subparagraph (i) in respect. of any 
disposition of the share or of the property 
substituted for the share before the particu- 
lar time by the taxpayer or by a person 
with whom the taxpayer was not dealing at 
arm’s length. 


Related Provisions: 53(2)(k) — Reduction in adjusted cost 
base — government assistance; 112(3)-(4.22) — Reduction in capi- 
tal loss on shares where dividends previously paid; 248(5) — Sub- 
stituted property. 


History: Subpara. 40(2)(i)(ii) substituted by 1994, 'c. 21, s. 15, ap- 
plicable to 1991 et seg. That subpara. formerly read: 


(11) the amount, if any, by which the amount of any prescribed 
assistance in respect of the share received by the taxpayer or 
by a person with whom the taxpayer was not dealing at arm’s 
length exceeds the total of all amounts each of which is an 
amount determined under subparagraph (i) in respect of any 
disposition of the share or of the property substituted for the 
share before the particular time by the taxpayer or by a person 
with whom the taxpayer was not dealing at arm’s length. 


266 


Subdiv. c — Taxable Capital Gains 


Pre-RSC History: All that portion of para. 40(2)(i) preceding 
subpara. (i) substituted by 1987, c. 46, s. 12, to add “or a share of 
the capital stock of a taxable Canadian corporation that was held in 
a prescribed stock savings plan”, applicable to 1986 et seg. 


All that portion of para. 40(2)(1) preceding subpara. (i) substituted 
by 1986, c..6, subsec. 18(2), to add “or a prescribed labour-spon- 
sored venture capital corporation’, applicable, to 1985 et seq. 


Para. 40(2)(i) added by J7RD 81-82-83, c. 48, s. 17, applicable to 
1979 et seq. 


Regulations: 6700, 6700.1 Rone venture capital corpora- 
tion); 6701 (prescribed labour-sponsored venture capital corpora- 
tion); 6702 (prescribed assistance); 6705 (prescribed stock savings 
plan). 


(j) [Repealed under former Act] 


Pre-RSC History: Para. 40(2)(j) repealed by 1986, c. 6, subsec. 

18(3), applicable to 1986 et seq. Para. 40(2)(j) formerly read: 
(j) where the taxpayer is a participant under an indexed secur- 
ity investment plan ‘and pursuant to paragraph 47.1(2)(c) has 
‘transferred a security to the plan within 60 days after the day 
on which he acquired the security, his loss from the deemed 
disposition arising by virtue of-such transfer shall be deemed 
to be the. amount, if any, by which 


(i) the loss otherwise determined 
exceeds 


(ii) any outlays and expenses to the extent they were 
made or incurred by the taxpayer for the purpose of ac- 
quiring the security and were included in the cost to him 
of the security. 


Para. 40(2)G) added by 1984, c. 1, subsec. 14(1), applicable with 
respect to transfers occurring after September 30, 1983. 


(3) Deemed gain where amounts to be 
deducted from adjusted cost base exceed 
cost plus amounts to be added to adjusted 
cost base — Where 


(a) the total of all amounts required by subsection 
53(2) (except paragraph 53(2)(c)) to be deducted 
in computing the adjusted cost base to a taxpayer 
of any property:at any time in a taxation year 


exceeds: 
(b) the total of 


(i) the cost to the taxpayer of the property de- 
termined for the purpose of computing the ad- 
justed cost base to the taxpayer of that prop- 
erty at that time, and 


(ii). all amounts required by subsection 53(1) 
to be added to the cost to the taxpayer of the 
property in computing the adjusted cost base 
to the taxpayer of that property at that time, 


the following rules apply: 


(c) subject to paragraph 93(1)(b), the amount of 
the excess shall be deemed to be a gain of the 
taxpayer for the year from a disposition at that 
time of the property, 


(d) for the purposes of section 93, the definition 
“foreign accrual property income” in subsection 
95(1) and section 110.6, the property shall be 
deemed to have been disposed of by the taxpayer 
in the year, and 


S. 403.1) 


(e) for the purposes of section 93, the amount of 
the excess shall be deemed to be proceeds of dis- 
position of the property to the:taxpayer. 
Related Provisions: 40(3.1)-(3.2) — Deemed capital gain or 
loss for passive partners; 53(1)(a) — Addition to adjusted cost base 
of deemed gain; 93(1) — Election re disposition of share,in foreign 
affiliate; 98(1)(c)—- Where partnership .ceases to -exist; 
98.1(1)(c) — Residual interest in partnership. 


History: That portion of subsec. 40(3) following para. (b) substi- 
tuted by 1994, c. 7, Sch. If (1991, c. 49), 's\ 23, applicable to 1987 et 
seq. That portion formerly read: 


the amount of the excess shall be deemed to be a gain of the 
taxpayer for the year from a disposition at that time of that 
property and for the purposes of section 110.6, that property 
shall be deemed to have been disposed of by the taxpayer in 
the year. 


Pre-RSC History: That portion of subsec. 40(3) following sub- 
para. (b)(ii) substituted by 1988, c. 55, subsec, 21(5), applicable to 
1985 et seq. That portion formerly read: 


the amount of the excess shall be deemed to be a gain of the 
taxpayer for the year from a disposition at that time of that 
property. 
Para. 40(3)(b) substituted by 1974-75-76, c. 26, subsec. 16(2), ap- 
plicable to 1972 et seq. 


Selected Cases [subsec. 40(3)]: Stursberg (RK. G.).v. MNR, 
[1993] 2 C.T.C. 76 (FCA) (Transactions resulting in reduction of 
partner's share and corresponding increase of another partner’s 
share was disposition of part of first partner’s interest, not distribu- 
tion of capital). 

Interpretation Bulletins: IT-242R: Retired partners; IT-278R2: 
Death of a partner or of a retired partner. 


(3.1) Deemed gain for certain partners — 
Where, at the end of a fiscal period of a partnership, 
a member of the partnership. is.a limited partner of 
the partnership, or is a member of the partnership 
who was a specified member of the partnership at all 
times since becoming a member, except where the 
member’s partnership interest was held by the mem- 
ber on February 22, 1994 and is an excluded interest 
at the end of the fiscal period, 


(a) the amount determined under subsection 
(3.11) is deemed to be a gain from the disposi- 
tion, at the end of the fiscal period, of the mem- 
ber’s interest in the partnership; and 


(b) for the purpose of section 110.6, the interest is 
deemed to have been disposed of by the member 
at that time. 


Related Provisions: 40(3.12) — Election for deemed capital loss 
where ACB is later positive; 40(3.131) — Specified member of 
partnership — anti-avoidance rule; 40(3.14) — Limited partner; 
40(3.15) — Excluded interest; 40(3.18)— Grandfathered partners; 
40(3.19) — Subsec. 40(3.1).takes precedence over 40(3); 40(3.2) — 
Paras. 98(1)(c) and 98.1(1)(c) take precedence; 53(1)(e)(vi) — Ad- 
dition to adjusted cost base; 53(2)(c)(i.3), (4.4) — Reduction in ad- 
justed cost base. 

History: Subsec. 40(3.1) amended by 1998, c. 19, subsec. 89(3), 
applicable after February 21, 1994, except that subsec. 40(3.1) does 
not apply to a member of a partnership before the end of the part- 
nership’s fifth fiscal period that ends after 1994 if a following 
conditions are met: 


(a) the member acquired the partnership interest before 1995; 


(b) all or substantially all of the property (other than money) of 
the partnership is a film production or an interest in one or more 
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partnerships all or substantially all of the property of which is a 
film production; 


(c) the principal photography of the production (or, in the case 
of a production that is a television series, an episode of the se- 
ries) began. before 1995; 


(d) the funds used to produce the film production were raised 
before 1995 and the principal photography of the production 
was completed, and the funds were expended, before 1995 (or, 
in the case of a film production prescribed for the purpose of 
subpara. 96(2.2)(d)(ii), the principal photography of the produc- 
tion was completed, and the funds were expended, before 
March 2, 1995); and 


(e) one of the following conditions is met: 
(1) the producer of the production 


(A) had, before February 22, 1994, entered into a writ- 
ten agreement for the pre-production, distribution, 
broadcasting, financing or acquisition of the production 
or the acquisition of the screenplay for the production, 
or 


(B) had entered into a written contract before February 
22, 1994 with a screenwriter to write the screenplay for 
the production, 


(ii) the producer of the production received before 1995 a 
commitment for funding or government assistance (or an 
advance ruling or active status letter in respect of eligibility 
for such funding or other government assistance) for the 
production from a federal or provincial government agency 
the mandate of which is related to the provision of assis- 
tance to film productions in Canada, or 


(111) the production is a continuation of a television series 
an episode of which satisfies the requirements of this 
paragraph. 


The subsec. formerly read: 


(3.1) Where, at the end of a fiscal period of a partnership, a 
member of the partnership is a limited partner of the partner- 
ship or is a member of the partnership who was a specified 
member of the partnership at all times since becoming a 
member (except where the member’s partnership interest was 
held by the member on February 22, 1994 and is an excluded 
interest at the end of the fiscal period), the amount deter- 
mined under subsection (3.11) shall be deemed to be a gain 
from the disposition, at the end of the fiscal period, of the 
member’s interest in the partnership and, for the purpose of 
section 110.6, the interest shall be deemed to have been dis- 
posed of by the member at that time. 


Subsec. 40(3.1) added by 1995, c. 3, subsec. 12(2), applicable after 
February 21, 1994, except that subsec. 40(3.1) does not apply to a 
member of a partnership before the end of the partnership’s fifth 
fiscal period ending after 1994 where the following conditions are 
met: 


(a) the member acquires the partnership interest before 1995; 


(b) all or substantially all of the property (other than money) of 
the partnership is a film production or an interest in one or more 
partnerships all or substantially all of the property of which is a 
film production; 


(c) the principal photography of the production (or, in the case 
of a television series, an episode of the series) commences 
before 1995; 


(d) the funds used to produce the film production are raised 
before 1995 and the principal photography of the production is 
completed, and the funds are expended, before 1995 (or, in the 
case of a film production prescribed for the purpose of subpara. 
96(2.2)(d)(ii), the principal photography of the production is 
completed, and the funds are expended, before March 2, 1995); 
and 
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(e) one of the following conditions is met: ’ 


(i) the producer of the production has, before February 22, 
1994, entered into a written agreement for the pre-produc- 
tion, distribution, broadcasting, financing or acquisition of 
the production or the acquisition of the screenplay for the 
production (or has entered into a written contract before 
February 22, 1994 with a ‘screenwriter to write the screen- 
play for the production), 

(ii) the producer of the production receives before 1995 a 
commitment for funding or government assistance (or an 
advance ruling or active status letter in respect of eligibility 
for such funding or other government assistance) for the 
production from a federal or provincial government agency 
the mandate of which is related to the provision of assis- 
tance to film productions in Canada, or 


(iii) the production is a continuation of a television series 
an episode of which satisfies the requirements of paragraph 


(e). 


Pre-RSC History [former subsec. 40(3.1)]: Former subsec. — 
40(3.1) repealed by 1986, c. 6, subsec. 18(4), applicable to 1986 et 
seq. Subsec. 40(3.1) formerly read:. 


(3.1) Losses on transferring securities to an indexed 
security investment plan — Where, in any taxation year, a 
taxpayer pursuant to paragraph 47.1(2)(c) transfers a security 
owned by him to an indexed security investment plan under 
which he is the participant and 


(a) the total of all capital losses of the taxpayer for the 
year from dispositions of property arising by virtue of 
transfers to such plans 


exceeds 


(b) the total of all capital gains of the taxpayer for the 
year from dispositions of property arising MD virtue of 
transfers to such plans, 


the amount of the excess shall be deemed to be a gain of the 
taxpayer for the year from a disposition in the year of a e220 
tal property. 


Subsec. 40(3.1) added by 1984, c. 1, subsec. 14(2), applicable to 
taxation years commencing after December 31, 1984. 


(3.11) Amount of gain — For the purpose of sub- 
section (3.1), the amount determined at any time 
under this subsection in respect of a member’s inter- 
est in a partnership is the amount determined by the 
formula 


A-B 
where 


A is the total of all amounts required by subsection 
53(2) to be deducted in computing the adjusted 
cost base to the member of the interest in the 
partnership at that time, and 


B is the total of 


(a) the cost to the member of the interest de- 
termined for the purpose of computing the ad- 
justed cost base to the member of the interest 
at that time, and 


(b) all amounts required by subsection 53(1) 
to be added to the cost to the member of the 
interest in computing the adjusted cost base to 
the member of the interest at that time. 


Related Provisions: 257 — Formula cannot calculate to less than 
zero. 
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History: Subsec. 40(3.11) added by 1995, c. 3, subsec., 12(2), ap- 
plicable after February 21, 1994. 


(3.12) Deemed loss for certain partners — 
Where a corporation, an- individual (other than a 


trust) or a testamentary trust (each of which is re-_ 


ferred to in this subsection as the “taxpayer’) is a 
member of a partnership at the end of a fiscal period 
of the partnership, the taxpayer shall be deemed to 
have a loss from the disposition at that time of the 
member’s interest, in the partnership equal to the 
amount that the taxpayer elects in the taxpayer’s re- 
turn of income under this Part for the taxation year 
that includes that time, not exceeding the lesser of 


(a) the amount, if any, by which 
(i) the total of all amounts each of which was 
an amount deemed by subsection (3.1) to be a 


gain of the taxpayer from.a disposition of the 
interest before that time 


exceeds 


(ii) the total of all amounts each of which was 
an.amount.deemed by this subsection to be a 
loss of the taxpayer from a disposition of the 
interest before that time, and 


(b) the adjusted cost base to ihe taxpayer of the 
interest at that time. 


Related Provisions: 53(2)(c)(i.2) — Reduction in adjusted cost 
base. 


History: Subsec. 4003. 12) added by 1995, 
plicable after February 21, 1994. 


Cy.35 subsec. 12(2), ap- 


(3.13) Artificial transactions — For the purpose 
of applying section 53 at any time to a member of a 
partnership who would be a member described in 
subsection (3.1) of the partnership if the fiscal period 
of the partnership that includes that time ended at 
that time, where at any time after February 21, 1994 
the member of the partnership makes a contribution 
of capital to the partnership and 


(a) the partnership or a person or partnership with 
whom the partnership does not deal at arm’s 
length 


(i) makes a loan to the member or to a person 
‘with whom the member does not deal at arm’s 
length, or 


(11) pays an amount as, on account of, in lieu 
of payment of or in satisfaction of, a distribu- 
tion of the member’s share of the partnership 
profits or partnership capital, or 


(b) the member or a person with whom the mem- 
ber does not deal at arm’s length becomes in- 
debted to the partnership or a person or partner- 
ship. with whom. the partnership does, not deal at 
arm’s length, 
and it is established, by subsequent events or other- 
wise, that the loan, payment or indebtedness, as the 
case may be, was made or,arose as part of a series of 
contributions and such loans, payments or other 
transactions, the contribution of capital shall be 
deemed not to have been made. 


~ Subsec. 40(3.14) added by 1995, c. 3, subsec, 


S. 40(3.15) 


Related Provisions: 251 — Arm’s length. 
History: Subsec. 40(3.13) added by 1995, c. 3, subsec. 12(2), ap- 
plicable after February 21, 1994. 


(3.131) Specified member of a partnership — 
Where it can reasonably be considered that one of 


‘the main reasons that-a member of a partnership was 


not a specified member of the partnership at all times 
since becoming a member of the partnership is to 
avoid the application of subsection (3.1) to the mem- 
ber’s interest. in: the partnership, the»member >is 
deemed for the purpose of that subsection to have 
been a specified member of the partnership at all 
times since becoming a member of the partnership. 
Related Provisions: 
tax purposes. 


History: Subsec. 40(3.131) added by’ 1998, c. 19, subsec. 89(4), 
applicable after April 26, 1995, 


127.52(2.1) — Parallel rule for minimum 


(3.14) Limited partner — For the purpose of sub- 


section (3.1), a member of a partnership at a particu- 

lar time is a limited partner of the partnership at that 

time if, at that time or within 3 years after that time, 
(a) by operation of any law governing the part- 
nership arrangement, the liability of the member 
as a‘member of the partnership is limited; 


(b) the member or a person not dealing at arm’s 
length with the member is entitled, either imme- 
diately or in the future and either absolutely or 
~contingently, to receive an amount or to obtain a 
~ benefit that would be described in paragraph 
96(2.2)(d) if that paragraph were read without 
reference to subparagraphs Gi) and (v1); 


(c) one of the reasons for the existence of the 
member who owns the interest 


(i) can reasonably be considered to be to limit 
the liability of any person with respect to that 
interest, and 


(ii) cannot reasonably. be considered. to be to 
permit any person who has.an interest in the 
member, to carry on the person’s, business 
(other than an investment business) in the 
most effective manner; or 


(d) there is an agreement or other arrangement for 
the disposition of an interest in the partnership 
and one of the main reasons for the agreement or 
arrangement can reasonably be considered to be 
to attempt to avoid the application of this subsec- 
tion to the member. 
History: Para. 40(3.14)(b) amended by 1998, c. 19, subsec. 89(5), 
applicable to fiscal periods that end after November 1994. The para. 
formerly read: 
(b) the member or a person with whom the member does not 
deal at arm’s length is entitled to receive an amount or obtain 
a benefit that would be described in paragraph 96(2.2)(d) if it 
were read without reference to subparagraphs 96(2.2)(d)(ii) 
and (v1); 
12(2), applicable after 
February 21, 1994. 


(3.15) Excluded interest — For the purpose of 
subsection. (3.1), an. excluded interest in a. partner- 
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ship at any time means an interest in a partnership 
that actively carries on a business that was carried on 
by it throughout the period beginning February 22, 
1994 and ending at that time, or that earns income 
from a property that was owned. by it throughout.that 
period, unless in that period there was a substantial 
contribution of capital to the. partnership ora sub- 
stantial increase in the indebtedness. of the 
partnership. 

Related Provisions: 40(3.16) — Amounts considered not to be 
substantial; 40(3:17) — Whether carrying on-business before Febru- 
ary 22, 1994; 53(2)(c)(G:4)(E) — Effect.of excluded interest, on 
ACB of partnership with 1995 stub period income. 

History: Subsec. 40(3.15) added by 1995, c. 3, subsec. 12(2), ap- 
plicable after February 21, 1994. 


(3.16) Amounts considered not to be sub- 
stantial — For the purpose of subsection (3.15), an 
amount will be considered not to be: substantial 
where 


(a) the amount 


(i) was raised pursuant to the terms of a writ- 
ten agreement entered into by a partnership 
before February 22, 1994 to issue an interest 
in the partnership and was expended on ex- 
penditures contemplated by the agreement 
before 1995 (or before March 2, 1995 in the 
case of amounts expended to acquire a; film 
production prescribed for the purpose. of sub- 
paragraph 96(2.2)(d)(i1) the principal photog- 
raphy of which or, in the case of such a pro- 
duction that is a television series, one episode 
of the series, commences before 1995 and the 
production is completed before March 2, 
1995, or an interest in one or more partner- 
ships all or substantially all of the property of 
which is such a film production), 


(11) was raised pursuant to the terms of a writ- 


ten agreement (other than an agreement re-— 


ferred to in subparagraph (i)) entered into by a 
partnership before February 22, 1994 and was 
expended on expenditures contemplated by 
the agreement before 1995 (or before March 
2, 1995 in the case of amounts expended to 
acquire a film production prescribed for the 
purpose of subparagraph 96(2.2)(d)(ii) the 
principal photography of which or, in the case 
of such a production that is a television series, 
one episode of the series, commences before 
1995 and the production is completed before 
March 2, 1995, or an interest in one or more 
partnerships all or substantially all of the 
property of which is such a film production), 


(iii) was used by the partnership before 1995 
(or before March 2, 1995 in the case of 
amounts expended to acquire a film produc- 
tion prescribed for the purpose of subpara- 
graph 96(2.2)(d)(ii) the principal photography 
of which or, in the case of such a production 
that is a television series, one episode of the 
series, commences before 1995 and the pro- 
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duction is completed before March 2, IYO; or 
an interest in one or more partnerships all or 
substantially -all of the property of which is 
such a film production) to make an expendi- 
ture required to be made pursuant to the terms 
of a written agreement entered into by the 
partnership before February 22, 1994, or. 


(iv) was used to repay a loan, debt or contri- 
bution of capital that had been received or in- 
curred in respect of any such expenditure; 


(b) the amount was raised before 1995 pursuant 
to the terms of a prospectus, preliminary prospec- 
tus, offering memorandum or registration state- 
ment filed before February 22, 1994 with a public 
authority in Canada pursuant to and in accor- 
dance with the securities legislation of Canada or 
of a province and, where required by law, ac- 
cepted for filing by: the public authority, and ex- 
pended before 1995 (or before March 2,.1995 in 
the case of amounts expended to acquire a film 
production prescribed for the purpose of subpara- 
graph 96(2.2)(d)(ii), or an interest in one or more 
partnerships all or substantially all of the property 
of which is such a film production) on expendi- 
tures contemplated by the document that was 
filed before February 22, 1994; 


(c) the amount was raised before 1995 pursuant 
to the terms of an offering memorandum distrib- 
uted as part of an offering of securities where 


(i) the memorandum contained a complete or 
substantially complete description of the .se- 
curities contemplated in the offering as well 
as the terms and conditions of the offering, 

- (ii) the memorandum was distributed before 
February 22, 1994, 

(iii) solicitations in respect of the sale of the 
securities contemplated by the memorandum 
were made before February 22, 1994, 


(iv) the sale of the securities was substantially 
in accordance with the memorandum, and 


(v) the funds. are expended in accordance with 
the memorandum before 1995 (except that the 
funds may be expended before March 2, 1995 
in the case of a partnership all or substantially 
all of the property of which is a film produc- 
tion prescribed for the purpose of subpara- 
graph 96(2.2)(d)(ii) the principal photography 
of which or, in the case of such a production 
that is a television series, one episode of the 
series, commences before 1995 and the pro- 
duction is completed before March 2, 1995, or 
an interest in one or more partnerships all or 
substantially all of the property of which is 
such a film production); or 


(d) the amount was used for an activity that was 
carried on by the partnership on February 22, 
1994 but not for a significant expansion of the ac- 
tivity nor for the acquisition or production of a 
film production. 


Subdiv. c — Taxable Capital Gains 


Related Provisions: 40(3.17) — Partnership deemed to have car- 
ried on business before February 22, 1994; 40(3.18)(d) — 
Grandfathering of certain partnership interests. 


History: Subsec. 40(3.16) added by 1995, c. 3, subsec. 12(2), ap- 
plicable after February 21, 1994. 


(3.17) Whether carrying on business before 
February 22, 1994 — For the purpose of subsec- 
tion (3.15), a partnership in respect of which para- 
graph (3.16)(a), (b) or (c) applies shall be considered 
to have actively carried on the business, or earned 
income from the property, contemplated in the docu- 
ment referred to in that paragraph throughout the pe- 
riod beginning February 22, 1994 and ending on the 
earlier of the closing date, if any, stipulated in the 
document and January 1, 1995. 


History: Subsec. 40(3.17) added by 1995, c. 3, subsec. 12(2), ap- 
plicable after February 21, 1994. 


(3.18) Deemed partner — For the purpose of sub- 
section (3.1), a member of a partnership who ac- 
quired an interest in the partnership after February 
22, 1994 shall be deemed to have held the interest on 
February 22, 1994 where the member acquired the 
interest 


(a) in circumstances in which 
(i) paragraph 70(6)(d.1) applied, 
(ii) where the member is an individual, the 


member’s spouse held the partnership interest 
on February 22, 1994, 


(111) where the member is a trust, the taxpayer 
by whose will the trust was created held the 
partnership interest on February 22, 1994, and 


(iv) the partnership interest was, immediately 
before the death of the spouse or the taxpayer, 
as the case may be, an excluded interest; 


(b) in circumstances in which 
(i) paragraph 70(9.2)(c) applied, 
(i1) the member’s parent held the partnership 
interest on February 22, 1994, and 


(iii) the partnership interest was, immediately 
before the parent’s death, an excluded inter- 
est; 

(c) in circumstances in which 
(i) paragraph 70(9.3)(e) applied, 
(ii) the trust referred to in subsection 70(9.3) 
or the taxpayer by whose will the trust was 


created held the partnership interest on Febru- 
ary 22, 1994, and 


(i11) the partnership interest was, immediately 
before the death of the spouse referred to in 
subsection 70(9.3), an excluded interest; or 


(d) before 1995 pursuant to a document referred 
to in subparagraph (3.16)(a)(i) or paragraph 
(3.16)(b) or (c). 
Related Provisions: 252(2)(a) — Extended meaning of “parent”; 
252(4)(a) — Extended meaning of “spouse”. 
History: Subsec. 40(3.18) added by 1995, c. 3, subsec. 12(2), ap- 
plicable after February 21, 1994. 
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(3.19) Non-application of subsec. (3) — Sub- 
section (3) does not apply in any case where subsec- 
tion (3.1) applies. — 

History: Subsec. 40(3.19) added by 1995, c. 3, subsec. 12(2), ap- 
plicable after February 21, 1994. 


(3.2) Non-application of subsec. (3.1) — Sub- 
section (3.1) does not apply in any case where para- 
graph 98(1)(c) or 98.1(1)(c) applies. 

History: Subsec. 40(3.2) added by 1995, c. 3, subsec. 12(2), appli- 
cable after February 21, 1994. 


(3.3) When subsection (3.4) applies — Subsec- 
tion (3.4) applies when 


(a) a corporation, trust or partnership (in this sub- 
section and subsection (3.4) referred to as the 
“transferor’’) disposes of a particular capital prop- 
erty (other than depreciable property of a pre- 
scribed class) otherwise than in a disposition de- 
scribed. in any of paragraphs (c) to (g) of the 
definition “superficial loss” in section 54; 


(b) during the period that begins 30 days before 
and ends 30 days after the disposition, the trans- 
feror or a person affiliated with the transferor ac- 
quires a property (in this subsection and subsec- 
tion (3.4) referred to as the “substituted 
» property’’) that is, or is identical to, the particular 
property; and ; 


(c) at the end of the period, the transferor or a 
person affiliated with the transferor owns the sub- 
stituted property. 

Related Provisions: 251.1 — Affiliated persons. 

History: Subsecs. 40(3.3) added by 1998, .c. 19, subsec. 89(6), ap- 

plicable, subject to s.:247 of 1998, c. 19 (grandfathering rule repro- 


duced after s. 260), to dispositions of property that occur after April 
20, 1995: 


1.T. Application Rules: 26(5)(c)(ii)(A) (where property owned 
since June 18, 1971). 


(3.4) Loss on certain properties — If this sub- 
section applies. because of subsection (3.3) to a dis- 
position of a particular property, 


(a) the transferor’s loss, if any, from the disposi- 
tion is deemed to be nil, and 


(b) the amount of the transferor’s loss, if any, 
from the disposition (determined without refer- 
ence to paragraph (2)(g) and this subsection) is 
deemed to be a loss of the transferor from a dis- 
position of the particular property at the time that 
is immediately before the first time, after the 
disposition, 

(i) at which a 30-day period begins throughout 


which neither the transferor nor a person affil- 
iated with the transferor owns 


(A) the substituted property, or 


(B) a property that is identical to the sub- 
stituted property and that was acquired af- 
ter the day that is 31 days before the period 
begins, 
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(ii) at which the property would, if it were 
owned by the transferor, be deemed by section 
128.1 or subsection 149(10) to -have been dis- 
posed of by the transferor, 


(iii) that is immediately before control lof the 
transferor is acquired by a person or group of 
persons, where the transferor is a corporation, 


(iv) at which the transferor or a person affili- 

_ ated with the transferor is deemed by section 
50 to have disposed of the property, where the 
substituted property is a debt or a share of the 
capital. stock of a corporation, or: 


(v) at which the winding-up of the transferor 
begins (other than.a winding-up to which sub- 
section 88(1) applies), where the transferor is 
a corporation, 


and, for the purpose of paragraph (b); where a part- 
nership otherwise ceases to exist at any time after the 
disposition, the partnership is. deemed not to have 
ceased to exist, and each person who was a member 
of the partnership immediately before the partnership 
would, but for this subsection, have ceased to exist is 
deemed to remain a member of the partnership, until 
the. time that is immediately after the first time de- 
scribed in subparagraphs (b)(i) to (v). 


Related Provisions: 13(21.2)— Parallel rule for depreciable 


capital property; 14(12) — Parallel rule for eligible capital property; 
18(13)—(15) — Parallel rule for share or debt owned by financial in- 
stitution; 40(3.5) — Deemed identical property; 40(3.6) — Where 
share in corporation disposed of to the corporation; 69(5)(d) — No 
application on winding-up; 87(2)(g.3) — Amalgamations — contin- 
uing corporation; 93(2), (4) — Loss on disposition of share of for- 
eign affiliate; 112(3)-(4.22) — Reduction in capital loss on shares 
where dividends eh ee paid; 248(12) — Whether poe are 
identical; 256(7)—(9) — Whether control acquired. 


History: Subsecs. 40(3.4) added by 1998, c. 19, subsec. 89(6); ap- 
plicable, subject to s. 247 of 1998, c. 19 (grandfathering rule repro- 
duced after s. 260), to dispositions of property that occur after April 
26,1 1998, 


(3.5) Deemed identical property — For the pur- 
poses of subsections (3.3) and (3.4), 


(a) a right to acquire a property (other than a 


right, as security only, derived from. a mortgage, 


agreement for sale or similar obligation) is 
deemed to be a property that is identical to the 


property; ' 
(b) a share of the capital stock of a corporation 


that is acquired in exchange for another share in a. 


transaction to which section 51, 85.1, 86 or 87 
applies is deemed to be a property that is identi- 
cal to the other share; 


(c) where subsections (3.3) and (3.4) apply to the 


disposition by a transferor of a share of the capi- 
tal stock ofa corporation, and after the disposi- 
tion the corporation is merged with one or more 
other corporations, otherwise than in a transac- 
tion in respect of which paragraph (b) applies to 
the share, or is wound up in a winding-up to 
which subsection 88(1): applies, the corporation 
formed on the merger or the parent (within the 


ate 


Income Tax Act, Part I, Div. B 


meaning assigned by subsection 88(1)), as the 
case may be, is deemed to own the share while it 
is affiliated with the transferor; and © an 


~(d) where subsections (3.3) and (3.4) apply to the 


disposition by a transferor of a share of the capi- 


‘tal stock of a. corporation, and after the disposi- 
tion the share is redeemed, acquired or cancelled 


by the corporation, otherwise than in a transac- 
tion in respect of which paragraph (b) or (c)-ap- 
plies:to the share, the transferor is deemed to own 


the share while’ the corporation is affiliated with 


the transferor. 
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Related Provisions: 87(2)(g.2) — Amalgamation — continuing 
corporation. 


History: Subsecs. 40(3.5) added by 1998, c. 19, eine 89(6), ap- 
plicable, subject to s. 247 of 1998, c. 19 (grandfathering rule repro- 
duced after s. 260), to 3 lg of peepee that occur ds i ag 
26, 1995. R4 


(3.6) Loss on shulee — hie at any time a tax- 


payer disposes, to a corporation that is affiliated with 


the taxpayer immediately after the disposition, of a 
share-of a class of the capital stock of the corporation 
(other than a share that isa distress, preferred -share 
as defined in subsection 80(1)), ) 


(a) the taxpayer’s loss, if any, from the disposi- 
tion is deemed to be nil; and 


(b) in computing the adjusted cost base to the tax- 

payer after that time of a share of a class of the 

capital stock of the corporation owned by the tax- 

payer immediately after the disposition, there 

shall be added the proportion of the amount of 

the taxpayer’s loss from the disposition (deter- 
_mined without reference to paragraph (2)(g) and 
- this subsection) that 


(i) the fair market value, immediately after the 
disposition, of the share 
Sele oa sh | | 

(ii) the fair market value, immediately after 
the disposition, of all shares of the capital 
stock of the corporation owned by the 
_ taxpayer. 

Related Provisions: 53(1)(f.2) — Addition to adjusted cost base; 


84(3) — Deemed dividend of excess of proceeds over paid-up capi- 
tal; 251.1 — Affiliated persons. 


History: Subsecs. 40(3.6) added by 1998, c, 19, subsec. 89(6), ap- 
plicable, subject to s. 247 of 1998, c. 19 (grandfathering rule repro- 
duced after s. 260), to dispositions of property that occur after April 
26, 1995. 


(4) Disposal of principal residence to spouse 
or trust for spouse — Where a taxpayer has, after 
1971, disposed of property to an individual in cir- 
cumstances to which subsection 70(6) or 73(1) ap- 
plied, for the purposes of computing the individual’s 
gain from the disposition of the property under para- 
graph (2)(b) or (c), as the case may be, 


(a) the individual shall be deemed to have owned 
the property throughout the period during which 
the taxpayer owned it; 


S..40(5) 


Selected Cases [para. 40(4)(a)]:, Dumais. v. MNR, [1990] 1 
C.T.C; 342 (FCTD) (Capital gain from, disposition, of community 
property taxable to husband alone). 
~ (b) the property shall be deémed to have been the 
Andividual’ S principal residence 


@ in any. case where subsection 70(6) is ap- 
plicable, for any. taxation: year. for .which, it 
would, if the .taxpayer.had designated it in 
prescribed manner.to have.been the taxpayer's 
principal residence for) that;-year, have. been 
the taxpayer’ S principal residence, and 


(ii) in-any | case where subsection 73(1) is ap- 
plicable, for any taxation year for. which it 
was the taxpayer’s principal residence;.and 


) where the individual‘is a trust, the trust shall 
be deemed to have been. resident. in Canada; dur- 
ing each.taxation year sea which the taxpayer 
was resident in Canada., 


Related Provisions: 40(7.1) — Bffect of sleccichdt to ieipbat capi- 
tal gains exemption. 


‘Pre-RSC. History: All that “portion of subsec.. 40(4). preceding 


para. (a) substituted by 1985, c. 45, subsec. 15(2), applicable to dis- 
positions occurring after May 9, 1985. That pore of subsec. 40(4) 
formerly read: 


(4) Where principal residence disposed of to spouse or 
trust in favour of spouse — Where a taxpayer has, after 
1971, disposed of property to an individual who is deemed by 
subsection’ 70(6) or 73(1) to have acquired it for an amount 
equal to its adjusted cost: base tothe taxpayer immediately 
before the disposition, for the purposes. of computing the indi- 
vidual’s gain from the disposition of the property under para- 
graph (2)(b) or (c), a8 the case may be, 


Regulations: 2301 (prescribed manner of désignation). — 


Interpretation Bulletins: IT-120R4: Principal residence; IT- 
366R: Principal residence — transfer to spouse or spouse trust. 


(5) [Repealed] 


History: Subsec. 40(5) repealed by 1994, ¢..7; Sch. VIII (1993, c. 
24), s. 12, applicable to dispositions occurring after 1990. Subsec. 
40(5) formerly read: 


(5) Where principal residence is property of trust for 
spouse — For the purposes of determining whether any 
property of a trust described in subsection 70(6) or 73¢1) was 
its principal residence for any taxation: year, the reference in 
paragraph (a) of the definition “principal residence” in sec- 
tion 54 to “‘the taxpayer”. shall’be tead as if it were a reference) 
to the spouse-referred to.in subparagraph 70(6)(b)(i) or. 
73(1)(c)(), as the case, may; be. 


Pre-RSC History: Subsec. 40(5);substituted by: 1985, c. 45, sub- 
sec. 15(3), applicable to dispositions occurring after May 9, 1985. 
Subsec. 40(5) formerly read: 


(5) Principal residence. where property of trust in favour 
of spouse — For the purposes of determining whether any 
property of a trust described in subsection 70(6) or 73(1) was 
its principal residence for any taxation year, paragraph 54(g) 
shall be read as if 


(a) the reference in subparagraph (i) of that paragraph to 

“the taxpayer” were read as a teference to the spouse re- 
ferred to in subparagraph 70(6)(b)() or 73(1)(c)(), as the 
case may be, and 


’ (b) the references in subparagraph (iii) of that paragraph 
to “him” were read: as references, to ‘the trust and, the 
spouse mentioned in paragraph (a). 
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Para. 40(5)(a) substituted by 1977-78, c. 32, subsec. 7(2), applicable 
to 1978 et seq., to substitute “73(1)(c)(i)” for “paragraph 73(1)(a)”. 


(6) Special rule concerning principal resi- 
dence — Where a property was owned by a tax- 
payer, whether jointly with another person or other- 
wise, at the end of 1981 and continuously thereafter 
until disposed of by the taxpayer, the amount of the 
gain determined under paragraph (2)(b) in respect of 
the disposition shall not exceed the amount, if any, 
by which the total of 


(a) the taxpayer’s gain calculated in accordance 
with paragraph (2)(b) on the assumption that the 
taxpayer had disposed of the property on Decem- 
ber 31, 1981 for proceeds of disposition equal to 
its fair market value on that date, and 


(b) the taxpayer’s gain calculated in accordance 
with paragraph (2)(b) on the assumption that that 
paragraph applies and that — 


(i) the taxpayer acquired the property on Janu- 
ary 1, 1982 at a cost equal to its proceeds of 
disposition as determined under paragraph (a), 
and 


(ii) the description of B in paragraph (2)(b) is 
read without reference to “one plus” 


exceeds 


(c) the amount, if any, by which the fair market 
value of the property on December 31, 1981 ex- 
ceeds the proceeds of disposition of the property 
determined without reference to this subsection. 
Related Provisions: 40(7.1) — Effect of election to trigger capi- 
tal gains exemption. 
History: Subpara. 40(6)(b)(ii) amended by 1995, c. 3, subsec. 
12(3), applicable to dispositions that occur after February 22, 1994. 
Subpara. (ii) formerly read: 
(ii) subparagraph (2)(b)(i) is read without reference to “one 
plus” 
Pre-RSC History: Subsec. 40(6) added by 1980-81-82-83, c. 140, 
subsec. 19(3), applicable with respect to dispositions of property oc- 
curring after 198]. 


Interpretation Bulletins: IT-120R4: Principal residence; IT- 
366R: Principal residence — transfer to spouse ‘or spouse trust. 


(7) Property in satisfaction of interest in 
trust — Where property has been acquired by a tax- 
payer in satisfaction of all or any part of the tax- 
payer’s capital interest in a trust, in circumstances to 
which subsection 107(2) applies and subsection 
107(4) does not apply, for the purposes of paragraph 
(2)(b) and the definition “principal residence” in sec- 
tion 54, the taxpayer shall be deemed to have owned 
the property continuously since the trust last ac- 
quired it. 

Related Provisions: 40(7.1) — Effect of election to trigger capi- 
tal gains exemption; 107(2.01) — Principal residence distribution 
by spouse trust. 


Pre-RSC History: Subsec. 40(7) added by 1985, c. 45, subsec. 
15(4), applicable to dispositions occurring after May 9, 1985. 


Interpretation Bulletins: IT-120R4: Principal residence; IT- 
437R: Ownership of property (principal residence). 
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(7.1) Effect of election under subsec. 
110.6(19) — Where an election was made under 
subsection 110.6(19) in respect of a property of a 
taxpayer that was the taxpayer’s principal residence 
for the 1994 taxation year or that, in the taxpayer’s 
return of income for the taxation year in which the 
taxpayer disposes of the property or grants an option 
to acquire the property, is designated as the tax- 
payer’s principal residence, in determining, for the 
purposes of paragraph (2)(b) and subsections (4) to 
(7), the day on which the property was last acquired 
or reacquired by the taxpayer and the period 
throughout which the property was owned by the 
taxpayer this Act shall be read without reference to 
subsection 110.6(19). S30q 


History: Subsec. 40(7.1) added by 1995, c. 3, subsec. 12(4), appli- 
cable to dispositions that occur after February 22, 1994, 


(8) Application of subsec. 70(10) — The defini- 
tions in subsection 70(10) apply to this section. 
Origin of subsec. 40(8): R.S.C. 1985, c. 1 (Sth Supp.) (formerly 
contained in the opening words of subsec. 70(10)).. 


(9) Additions to taxable Canadian property — 
Where a non-resident person disposes of a taxable 
Canadian property that the person last acquired 
before April 27, 1995 and that would not be a taxa- 
ble Canadian property immediately before the dispo- 
sition if section 115 were read as it applied to dispo- 
sitions that occurred on April 26, 1995, the person’s 
gain or loss from the disposition is deemed to be the 
amount determined by the formula 


A X B/C 
where 


A is the amount of the gain or loss determined with- 
out reference to this subsection; 


B is the number of calendar months in the period 
that begins with May 1995 and ends with the cal- 
endar month that includes the time of the disposi- 
tion; and 


C is the number of calendar months in the period 
that begins with the calendar month in which the 
person last acquired the property and ends with 
the calendar month that includes the time-of the 
disposition. 

History: Subsec. 40(9) added by 1998, c. 19, subsec. 89(7), appli- 

cable, subject to s. 247 of the said c. 19 (grandfathering rule repro- 


duced after s. 260), to dispositions of property that occur after April 
20, 1995) 


Definitions [s. 40]: “acquired” — 256(7)-(9); “acquisition 
date” — 40(2)(b), 40(7.1); “adjusted cost base” — 54, 248(1); “af- 
filiated”” — 251.1; “amount” — 248(1); “arm’s length” — 251(1); 
“business” — 248(1); “Canada” — 255; “capital. gain”, “capital 
loss” — 39(1), 248(1); “capital property” — 54, 248(1); “child” — 
40(8), 70(10), 252(1); “class of shares” — 248(6); “control” — 
256(7)-(9); “controlled directly or indirectly” — 256(5.1); “corpo- 
ration” — 248(1), Interpretation Act 35(1); “disposition” — 54; 
“excepted gift? — 118.1(19); “excluded interest” —'40(3.15); 
“farming” — 248(1); “fiscal period” — 249(2)(b), 249.1; . “identi- 
cal” — 40(3.5), 248(12):; “individual”? — 248(1); “interest in a fam- 
ily farm partnership” — 40(8), 70(10); “last acquired” -40(7:1): 
“limited partner” — 40(3.14); “listed personal property” — 54, 
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248(1); “parent” — 252(2)(a); “person” — 248(1); “personal-use 
property” — 54; 248(1); “prescribed” — 248(1); “principal resi- 


dence”, “proceeds of disposition” — 54; “property” — 248(1); 
“province” — Interpretation Act 35(1); “ 

250; “share” —248(1); “share of the capital stock of a family farm 
corporation” — 40(8), 70(10); “small business corporation”, “‘speci- 


fied member” — 40(3.131), 248(1); “spouse” — 252(4)(a); “sub- 
stantial” — 40(3.16); “substituted property” — 248(5); “superficial 
loss” — 54; “taxable Canadian corporation” — 89(1), 248(1); “tax- 
ation year” — 249; “taxpayer” — 40(3.12), 248(1); “testamentary 
trust” — 108(1), 248(1); “trust” —'104(1), 248(1), (3); “written” — 
Interpretation Act 35(1) [writing]. 


Interpretation Bulletins [s. 40]: IT-332R: Personal-use 


property. 


41. (1) Taxable net gain from disposition of 
listed personal property — For the purposes of 
this Part, a taxpayer’s taxable net gain for a taxation 
year from dispositions of listed personal property is 
7/4 of the amount determined under subsection (2) to 
be the taxpayer’s net gain for the year from disposi- 
tions of such property. 

Related Provisions: 127.52(1)(d)(i) — Untaxed /4 of gain added 
to income for minimum tax purposes; 248(1)“taxable net gain” — 
Definition applies to entire Act. 


Pre-RSC History: Subsec. 41(1) amended by 1988, c. 55, s. 22, to. 


substitute “/4” for “'/2”, applicable to taxation years and fiscal peri- 
ods ending after 1987, except that 


(a) where the taxpayer is an individual or a partnership, for tax- 
ation years and fiscal periods ending after 1987 and before 
1990, the reference to ‘*/s’”’-shall be read as a reference to “7/3”; 


(b) where the taxpayer is a Canadian-controlled private corpora- 
tion throughout its taxation year, for taxation years ending ‘after 
1987 and commencing before 1990, the reference to:“/4” shall, 
in respect of the corporation for the year, be read as.a reference 
to the fraction determined as the aggregate of 


(i) that proportion of '/2 that the number of days in the year 
that are before 1988 is of the number of days in the year, 


(ii) that proportion of */; that the number of days in the year 
that are after 1987 and before 1990 is of the number of days 
in the year, and 


(ii1) that proportion of */4 that the number of days in the year 
that are after 1989 is of the number of days in the year; and 


(c) where the taxpayer is a corporation that was not a Canadian- 
controlled private corporation throughout its taxation year, for 
taxation years ending after 1987 and commencing before 1990, 
the reference to “/4” shall, in respect of the corporation for the 
year, be read as a reference to the fraction determined as ai 
aggregate of 


(i) that proportion of '/2 that the number of days in the year 
that are before July 1988 is of the number of days, in the 
year, 


(ii) that proportion of */; that the number of days in the year 
that are after June 1988 and before 1990 is of the number of 
days in the year, and 


(iii) that proportion of */4 that the number of days in the year 
that are after 1989 is of the number of days in the year. 


Interpretation Bulletins: See list at end of s. 41. 
Forms: T2081: Listed personal property. 


(2) Determination of net gain — A taxpayer's 
net gain for a taxation year from dispositions: of 


S. 41(2) 


listed personal property is an amount determined as 
follows: 


(a) determine the amount, if any, by which the to- 
tal of the taxpayer’s gains for the year from the 
disposition of listed personal property, other than 
property described in subparagraph 39(1)(a)(i.1), 
exceeds the total of the taxpayer’s losses for the 
year from dispositions of listed personal property, 
and 


(b) deduct. from the. amount determined under 

paragraph (a) such portion as the taxpayer may 

claim of the taxpayer’s listed-personal-property 

losses for the 7 taxation years immediately pre- 

ceding and the 3 taxation years immediately fol- 

lowing the taxation year, except that for the pur- 
_ poses of this paragraph 


“(i)'an amount in respect of a listed-personal- 
property loss is deductible for a taxation year 
only tothe extent that it exceeds the total of 
amounts deducted under this paragraph in re- 
spect of that loss for preceding taxation years, 


(ii) no amount is deductible in respect of the 
listed-personal-property loss of any year until 
the deductible listed-personal-property losses 
for previous years have been deducted, and 


(iii) no amount is deductible in respect of 
listed-personal-property losses from the 
amount determined under paragraph (a) for a 
taxation year except to the extent of the 
amount so determined for the year, 


and the remainder determined under paragraph (b) is 
the taxpayer’s net gain for the year from dispositions 
of listed personal property. 


Related Provisions: 46(1) — Personal-use property. 
Pre-RSC History: All that portion of para. 41(2)(b) preceding 


“subpara. (ii) substituted by 1984, c. 1, applicable with respect to: 


(a) the computation of a taxpayer's net gain from dispositions 
of listed personal property for the 1983 and subsequent taxation 
years, except that in the application of paragraph 41(2)(b) of the 
said Act, as enacted by subsection (1), to a listed personal-prop- 
erty loss determined for the 1982 and preceding taxation years, 

' the reference therein. to. “7 taxation years” shall be read as, a 
reference to “5 taxation years”, and 


(b) a taxpayer’s listed-personal-property losses for the 1983 and 
subsequent taxation years, except that in the application of para- 
graph 41(2)(b) of the said Act, as enacted. by. subsection (1), the 
reference therein to “3 taxation years” shall, in the case of a loss 
determined for the 1983 taxation year, be read as a reference to 
“taxation year” and, in the case of a‘loss determined for the 
1984 taxation, year, be read.as a reference. to “2 taxation years”. 


That portion of para. 41(2)(b) formerly read: 


(b) deduct from the amount determined under paragraph (a) 
his listed-personal-property losses for the 5 taxation years im- 
mediately preceding and the taxation year immediately fol- 
lowing the taxation year, except that for the purpose of this 
paragraph 
(i) an amount in respect of a listed-personal-property loss 
is only deductible to the extent that it exceeds the aggre- 
gate of amounts previously deductible in respect of that 
loss under this paragraph, 
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Para. 41(2)(a) substituted by 1974-75-76, c. 50, s. 49, in force from 
September 6, 1977, to add “other than property described in subpar- 
agraph 39(1)(a)(i.1)”. 

Interpretation Bulletins: IT-407R4: Dispositions of cultural 
property to designated Canadian institutions. See also list at end of 
s. 41. 


Forms: T1A: Request for loss carry-back; T3A: Request for loss 
carry-back by a trust; T2081: Listed personal property; T2088: Cap- 
ital dispositions supplementary schedules — net listed personal 
property losses — unapplied; net capital losses — unapplied. 


(3) Definition of “listed-personal-property 
loss” — In this section, “listed-personal-property 
loss” of a taxpayer for a taxation year means the 
amount, if any, by which the total of the taxpayer’s 
losses for the year from dispositions of listed per- 
sonal property exceeds the total of the taxpayer’s 
gains for the year from dispositions of listed personal 
property, other than property described in subpara- 
graph 39(1)(a)(i.1). 

Related Provisions: 152(6) — Reassessment; 
Effect of carryback of loss. 


Pre-RSC History: Subsec. 41(3) substituted by 1974-75-76, c. 50, 
s. 49, in force from September.6, 1977, to add “other than property 
described in subparagraph 39(1)(a)(i.1)”. 


Interpretation Bulletins [subsec. 41(3)]: IT-159R3: Capital 
debts established to be bad debts. See also, list at end of s. 41. 
Definitions [s. 41]: “amount” — 248(1); “disposition” — 54; 
“listed personal property” — 54, 248(1); “listed-personal-property 
loss” — 41(3); “property” — 248(1); “taxable net’ gain” — 41(1), 
248(1); “taxation year” — 249; “taxpayer” — 248(1). 


IT-332R: Personal-use 


164(5), (5.1) — 


Interpretation Bulletins [s. 41]: 
property. 


42. Dispositions subject to warranty — In 
computing a taxpayer’s proceeds of disposition of 
any property for the purposes. of this subdivision, 
there shall be included all amounts received or re- 
ceivable by the taxpayer as consideration for warran- 
ties, covenants or other conditional or contingent ob- 
ligations given or incurred by the taxpayer in respect 
of the disposition, and in computing the taxpayer’s 
income for the taxation year in which the property 
was disposed of and for each subsequent taxation 
year, any outlay or expense made or incurred by the 
taxpayer in any such year pursuant to or by reason of 
any such obligation shall be deemed to be a loss of 
the taxpayer for that year from a disposition of a cap- 
ital property and for the purposes of section 110.6, 
that capital property shall be deemed to have been 
disposed of by the taxpayer in that year. 


Related Provisions: 87(2)(n)— Amalgamations — outlays 
made pursuant to warranty. 


Pre-RSC History: S. 42 substituted by 1988, c. 55, s. 23, applica- 
ble to 1985 et seg. S. 42 formerly read: 


42. Dispositions subject to warranty — In computing a tax- 
payer’s proceeds of disposition of any property for the pur- 
poses of this subdivision, there shall be included any amount 
received or receivable by the taxpayer as consideration for 
any warranty, covenant or other conditional or contingent ob- 
ligation given or incurred by the taxpayer in respect of the 
disposition, and in computing the taxpayer’s income for the 
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taxation year in which the property was disposed:of and for 
each subsequent taxation year, any outlay or expense made or 
incurred by the taxpayer in any such year pursuant to or by 
virtue of the obligation shall be deemed to be a loss of: the 
taxpayer for that taxation year from the disposition of a capi- 
tal property. 


S. 42 substituted by 1985, c. 45, s..16, applicable to 1985 et seq. S. 
42 formerly read: 


42. Dispositions subject to warranty — In computing a tax- 
payer’s proceeds of disposition of any property for the pur- 
poses of this subdivision, there shall be included any amount 
received or receivable by the taxpayer as consideration for 
any warranty, covenant or other conditional or contingent ob- 
ligation incurred by the taxpayer in respect of the disposition, 
and in computing the taxpayer’s income for.the year in which 
the property was disposed of or for any of the 6 immediately 
following taxation years, any outlay or expense made or in- 
curred by the taxpayer in any such taxation. year pursuant to 
or by virtue of the obligation: shall, if the obligation was >a 
legal obligation incurred by. the taxpayer, be deemed to be a 
loss of the taxpayer for that taxation year from the disposition, 
of a capital property. 


Definitions [s. 42]: “amount” — 248(1); “capital property”? — 54, 
248(1); “property” — 248(1); “taxation year” — 249; “tax 
248(1). 


Interpretation Bulletins [s. 42]: IT-330R: Disposition of capival 
property subject to warranty, covenant, etc. 


43. Part dispositions — For the purpose of com- 
puting a taxpayer’s gain or loss for a taxation.year 
from the disposition of a part of a property, the ad- 
justed cost base to the taxpayer, immediately before 
the disposition, of that part is such portion of the ad- 
justed cost base to the taxpayer at that time’of the 
whole property as may epee 8 be regarded as at- 
tributable to that part. 


Related Provisions: 53(2)(d) — Reduction in adjusted cost base; 
98.2(c), 100(3)(c) — No application to transfer of partnership inter- 
est on death. 


Pre-RSC History: S. 43 substituted by 1974-75-76, c. 26, s. 17, 
applicable to 1972 et seq. 


Definitions [s. 43]: “adjusted cost base’ — 54, 248(1); “prop- 
erty” — 248(1); “taxation year” — 249; “taxpayer” — 248(1). 


Interpretation Bulletins [s. 43]: IT-200: Surface rentals and 
farming operations; IT-226R: Gift to a charity of a residual interest 
in real property or an equitable interest in a trust; IT-242R: Retired 
partners; IT-264R: Part dispositions; IT-278R2: Death of a partner 
or of a retired partner; IT-338R2: Partnership interests — changes 
in cost base resulting from the admission or retirement of a partner; 
IT-359R2: Premiums and other amounts re leases; IT-373R: Farm 
wood lots and tree farms; IT-418: Capital cost allowance — partial 
dispositions of property. 


43.1 (1) Life estates in real property — Not- 
withstanding any other provision of this Act, where 
at any time a taxpayer disposes of a remainder inter- 
est in real property (except as a result of a transac- 
tion to which subsection 73(3) would otherwise ap- 
ply or by way of a gift to a donee described in. the 
definition “total charitable gifts” or “total Crown 
gifts” in subsection 118.1(1)) to a person or partner- 
ship and retains a life estate or an estate pur autre vie 
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(in this section called the “life estate”) in the prop- 
erty, the taxpayer shall be deemed 


(a) to have disposed at that time of the life estate 
in the property for proceeds of disposition equal 
to its fair market value at that time; and 


(b) to have reacquired the life estate immediately 
after that time at a cost equal to the proceeds, of 
disposition referred to in paragraph (a). 
Related Provisions: 248(4) — Interest in real property. 
History: The opening words of subsec. 43.1(1) substituted by 


1994, c. 21, s. 16, applicable to dispositions occurring after Decem- 
ber 20, 1991. The opening words of that subsec. formerly read: 


43.1 (1) Life estates in real property — Notwithstanding 
any other provision of this Act, where at any time a taxpayer 
disposes of a remainder interest in real property (except as a 
result of a transaction to which subsection 73(3) would other- 
wise apply) to a person or partnership (other than a registered 
charity that is a charitable organization within the meaning 
assigned by subsection 149.1(1)) and retains a life estate or an 
estate pur autre vie (in this section called the “life estate’) in 
the property, the taxpayer shall be deemed 


See also History at end of s. 43.1. 


(2) idem — Where, as a result of an individual’s 
death, a life estate to which subsection (1) applied is 
terminated, 


(a) the holder of the life estate immediately 
before the death shall be deemed to have dis- 
posed of the life estate immediately before the 
death for proceeds of disposition equal to the ad- 
justed cost base to that person of the life estate 
immediately before the death; and 


(b) where a person who is the holder of the re- 
-mainder interest in the real property immediately 
before the death was not dealing at arm’s length 
with the holder of the life estate, there shall, after 
the death, be added in computing the adjusted 
cost base to that person of the real property an 
amount equal to the lesser of 


(i) the adjusted cost base of the life estate in 
the property immediately before the death, 
and 


(ii) the amount, if any, by which.the fair mar- 
ket value of the real property immediately af- 
ter the death exceeds the adjusted cost base to 
that person of the remainder interest immedi- 
ately before the death. 


Related Provisions: 53(1)(0) — Addition to adjusted cost base. 


History [s. 43.1]: S. 43.1 enacted by 1994, c. 7, Sch. VIII (1993, 
c. 24), s. 13, applicable with respect to dispositions and terminations 
occurring after December 20, 1991. 

Definitions [s. 43.1]: “adjusted cost base” — 54, 248(1); ‘“‘arm’s 
length” — 251(1); “individual” — 248(1); “life estate” — 43.1(1); 


“person”, “property”, “registered charity”, “taxpayer” — 248(1). 


44. (1) Exchanges of property — Where at any 
time in a taxation year (in this subsection referred to 


as the “initial year”) an amount has become receiva- 
ble by a taxpayer as proceeds of disposition of a cap- 


S. 44(1)(e)@(B) 


ital property (in this section referred to as the tax- 
payer’s “former property’) that is either 
(a) property the proceeds of disposition of which 
are described in paragraph (b), (c) or (d) of the 
definition “proceeds of disposition” in subsection 
13(21) or paragraph (b), (c) or (d) of the defini- 
tion “proceeds of disposition” in section 54, or 


(b) a property that was, immediately before the 
disposition, a former business property of the 
taxpayer, 
Selected Cases [para. 44(1)(b)]: Macklin (M.) v. Canada, 
[1993] 1 C.T.C. 21 (FCTD) (“Immediately” before disposition in- 
cludes period prior to event (stripping of topsoil) precluding use of 
land as farmland). 


and the taxpayer has 


(c) where the former property is described in par- 
agraph (a), before the end of the second taxation 
year following the initial year, and 


(d) in any other case, before the end of the first 
taxation year following the initial year, 


acquired a capital property that is a replacement 
property for the taxpayer’s former property and the 
replacement property has not been disposed of by the 
taxpayer before the time the taxpayer disposed of the 
taxpayer’s former property, notwithstanding subsec- 
tion 40(1), if the taxpayer so elects under this sub- 
section in the taxpayer’s return of income for the 
year in which the taxpayer acquired the replacement 
property, 
(e) the gain for a particular taxation year from the 
disposition of the taxpayer’s former property 
shall be deemed to be the amount, if any, by 
which 
(1) where the particular year is the initial year, 
the lesser of 


(A) the amount, if any, by which the pro- 
ceeds of disposition of the former property 
exceed 


(1) in the case of depreciable property, 
the lesser of the proceeds of disposition 
of the former property computed with- 
out reference to subsection (6) and the 
total of its adjusted cost base to the tax- 
payer immediately before the disposi- 
tion and: any outlays and expenses to 
the extent that they were made or in- 
curred by the taxpayer for the purpose 
of making the disposition, and 


(II) in any other case, the total of its ad- 
justed cost base to the taxpayer imme- 
diately before the disposition and any 
outlays and expenses to the extent that 
they were made or incurred by the tax- 
payer for the purpose of making the 
disposition, and 

(B) the amount, if any, by which the pro- 

ceeds of disposition of the former property 

exceed the total of the cost to the taxpayer, 


277 


S. 44(1)(e)()(B) 


or in the case of depreciable property, the 
capital cost to the taxpayer, determined 
without reference to paragraph (f), of the 
taxpayer's teplacement property and any 
outlays and expenses to the extent that 
they were made or incurred by the tax- 
payer for the purpose of making the dispo- 
sition, or. 
(ii) where the particular year is subsequent to 
the initial year, the amount, if any, claimed by 
the taxpayer under subparagraph (iii) in com- 
puting the taxpayer’s gain for the immediately 
preceding year from the disposition of the for- 
mer property, 


exceeds 


(iii) subject to subsection (1.1), such amount 
as the taxpayer claims, 


(A) in the case of an individual (other than 
a trust), in prescribed form filed with the 
taxpayer’s return of income under this Part 
for the particular year, and 


(B) in any other case, in the taxpayer’s re- 
turn of income under this Part for the par- 
ticular year, 


as a deduction, not exceeding the lesser of 


(C) a reasonable amount as a reserve in re- 
spect of such of the proceeds of disposition 
of the former property that are payable to 
the taxpayer after the end of the particular 
year as can reasonably be regarded as a 
portion of the amount determined under 
subparagraph (i) in respect of the property, 
and 


(D) an amount equal to the product ob- 
tained when '/s of the amount determined 
under subparagraph (i) in respect of the 
property is multiplied by the amount, if 
any, by which 4 exceeds the number of 
preceding taxation years of the taxpayer 
ending after the disposition of the prop- 
erty, and 


(f) the cost to the taxpayer or, in the case of de- 
preciable property, the capital cost to the tax- 
payer, of the taxpayer’s replacement property at 
any time after the time the taxpayer disposed of 
the taxpayer’s former property, shall be deemed 
to be 


(i) the cost to the taxpayer or, in the case of 
depreciable property, the capital cost to the 
taxpayer of the taxpayer’s replacement prop- 
erty otherwise determined, 


minus 
(ii) the amount, if any, by which the amount 
determined under clause (e€)(1)(A) exceeds the 
amount determined under clause (e)(i)(B). 


Related Provisions: 13(4) — Parallel rule for CCA recapture; 
14(6) — Parallel rule for eligible capital property; 44(4) — Deemed 
election; 44(5) — Replacement property; 44(6)— Deemed pro- 
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ceeds of disposition; 72(1)(c) = No reserve for year of death; 
72(2)(b) — Election by legal representative: and. transferee re 
reserves; 79.1(3), (6)(c) — Capital gains reserve where property re- 
possessed by creditor; 87(2)(1.3) — Amalgamations — replacement 
property acquired by new corporation; 87(2)(m)— Amalgama- 
tions — proceeds ‘not due until afterend’of year; 87(2)(11) — Amal- 
gamations —continuation of predecessor corporations; 


.88(1)(d)ti)(C) — Winding-up; 96(3) — Election by members of 


partnership; 220(3. 2), Reg: 600(6) *—Bate filing of election or 
revocation. 

History: The portion of subsec. 44(1) between paras. (d) and (e) 
amended by 1998, c. 19, subsec. 90(1), applicable to dispositions of 
former properties that occur after the 1993 taxation year. That por- 


tion formerly read: 


acquired a capital property (in this section referred to as the 
taxpayer’s “replacement property”) as a replacement for the 
taxpayer’s former property and the taxpayer’s: replacement 
property has not been disposed of by the taxpayer prior to the 
time the taxpayer disposed of the taxpayer’s former property, 
notwithstanding subsection 40(1), if the taxpayer so elects 
under this subsection in'the taxpayer’s return of income under 
this: Part for the year in which the = acquired the re- 
placement property, 


Cl. 44(1)(e)(i1)(C) amended by 1995, c. 21, s. 12, applicable to tax- 
ation years that end after February 21, 1994, The clause formerly 
read: 


(C) a reasonable amount as a reserve in respect of such of the 
proceeds of disposition of the former property that are not 
due to the taxpayer until after the end of the particular year as: 
can reasonably be regarded as a portion of the amount deter- 
mined under subparagraph (1) in respect of the property, and 


Subpara. 44(1)(e)Gii) substituted by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 24(1), applicable to 1990 er ge: Subpara. 44(1)(e)(iii) for- 
merly read: 


(aii) subject to subsection (1.1), such amount as the taxpayer 
may claim as a deduction, not exceeding the lesser of 


(A) a reasonable amount as a reserve in respect of such of 

_ the proceeds of disposition of the former property that are 
not due to the taxpayer until after the-end of the particular 
year as may reasonably be regarded as a portion of. the 
amount determined under subparagraph (i) in respect of 
the property, and 


(B) an amount equal to the product obtained. when '/s of 
the amount determined under subparagraph (1) in respect 
of the property is multiplied by the amount, if any, by 
which. 4 exceeds the number of preceding taxation years 
of the taxpayer ending after the disposition of. the prop- 
erty, and 


Pre-RSC History: Cl. 44(1)(e)(i)(A) substituted by 1984, c. 45, 
subsec. 12(1), -applicable with respect to dispositions occurring after 
February 15, 1984. Cl. 44(1)(e)(@)(A) formerly read: 


(A) the amount, if any, by which the proceeds of disposition 
of the former property exceed the aggregate of its adjusted 
cost base to him immediately before the disposition and any, 
outlays and expenses to the extent that they were made or in- 
curred by him for the purpose of making the disposition, and 


Subpara. 44(1)(e)(iii) substituted by 1980-8 1-82-83, c. 140, subsec. 
20(1), applicable with respect to dispositions occurring after No- 
vember 12, 1981 otherwise than pursuant to the terms:im éxistence 
on November 12, 1981 of an offer or agreement in writing made-or 
entered into on or before that date or otherwise than by virtue of an 
event referred to in subpara. 54(h)(ii), (iii) or (iv) of the Act that 
occurred on or before that date. Subpara, 44(1 )(e)(aii) formerly read: 


(iii) such amount as he may claim, not exceeding a reasonable 
amount, as a reserve in respect of such of the proceeds of 
disposition of the former property that are not due to him un- 
til after the end of the particular year as may reasonably be 
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regarded as a portion of the amount determined under subpar- 
agraph (i) in-respect of the property, and 
Para. 44(1)(e), subpara. 44(1)(f)(ii) substituted by 1980-81-82-83, c 
48, subsecs. 18(1), (2), applicable with respect to dispositions of 
property occurring after December 11, 1979. Para. 44(1)(e), sub- 
para. 44(1)(f)(@i) formerly read: 


(e) the gain, if any, from the disposition of his former prop- 
erty shall be deemed to be the lesser of 


(1) the gain therefrom otherwise determined, and 


(ii) the amount, if any, by which the proceeds of disposi- 
tion of his former property exceed the cost to him or, in 
the case of depreciable property, the capital cost to him, 
determined without reference to paragraph (f), of his re- 
placement property, and 


(11) the amount, if any, by which the gain described in 
subparagraph (e)(i) exceeds the amount, if any, deter- 
mined under subparagraph (e)(i1). 
For earlier history, see end of s. 44. 
Selected Cases [subsec. 44(1)]: Buonincontri v. The Queen, 
[1985] 1 C.T.C. 370 (FCTD) (Rental is income from property and 
not from business even if taxpayer in business of renting property). 
Interpretation Bulletins: IT-236R3: Reserves — disposition of 
capital property; IT-436R: Reserves — where promissory notes are 
included in disposal proceeds; IT-491: Former business. property. 
See also list at end of s.. 44. 


Information Circulars: 92-1: 
amended or revoked elections. 


Guidelines for accepting late, 


Forms: T1030:' Election to claim a capital gains reserve for indi- 
viduals (other than trusts) when calculating the amount of a capital 
gain using the replacement property rules; T2069: Election in re- 
spect of amounts not deductible as reserves for the year of death. 


(1.1) Farm property disposed of to child — 
Where the former property referred to in subpara- 
graph (1)(e)(ili) is real property in respect of the dis- 
position of which the rules in subsection 73(3) apply, 
in computing the amount of any claim in respect of 


that property under that subparagraph, it shall be 


read as if the references therein to “'/s” and ‘“4’’ were 
references to “'/io” and “9” respectively. 


Pre-RSC History: Subsec. 44(1.1) substituted by 1985, cy 455" §. 
17. Subsec..44(1.1) formerly read: 


(1.1) Property disposed of to a child — Where the former 
property referred to in subparagraph (1)(e)(iii)-is property that 
the taxpayer disposed of to his child, who was resident in 
Canada immediately before the disposition, and was 
(a) any land in Canada or depreciable property in Canada 
of a prescribed class that was, immediately before the 
disposition, used by the taxpayer, his spouse, or any of 
his children in the business of farming, 


(b) immediately before the disposition, a share of the 
capital stock of a family farm corporation of the taxpayer 
or an interest in a family farm partnership of the tax- 
payer, or 


(c) immediately before the disposition, a share of the cap- 
ital stock of a'small business corporation of the taxpayer, 


in Computing the amount of any claim in respect of such 
property under subparagraph (1)(e)(iii), that subparagraph 
shall be read as if the references therein to “Ys” and “4” were 
references to “1/10” and “9” respectively: 


Subsec. 44(1.1) added by 1980-81-82-83, c. 140, subsec. 20(2), ap- 
plicable with respect to dispositions occurring after November 12, 
1981 otherwise than pursuant to the terms in existence on Novem- 


S. 44(2) 


ber 12; 1981 of an offer or agreement in writing made or entered 
into on or before that date or otherwise than by virtue of an event 
referred to in subpara. 54(h)(ii), (111) or (iv) of the Act that occurred 
on or before that date. 


(2) Time of disposition and of receipt of pro- 
ceeds — For the purposes of this Act, the time at 
which a taxpayer has disposed of. a property. for 
which there are proceeds of disposition as described 
in paragraph (b), (c) or (d) of the definition “pro- 
ceeds of disposition” in subsection 13(21) or para- 
graph (b), (c) or (d) of the definition “proceeds of 
disposition” in section 54, and the time at which an 
amount, in respect of those proceeds of disposition 
has become receivable by the taxpayer shall be 
deemed to be the earliest of 


(a) the day the taxpayer has agreed to an amount 
as full compensation to the taxpayer for the prop- 
erty lost, destroyed, taken or sold, 
Selected Cases [para. 44(2)(a)]: Shaw (J.M.) v. MNR, [1993] 1 
C.T.C. 221 (FCA), leave to appeal to SCC refused (1993), 158 NR 
399 (note) (Amount paid as “interest” on award of additional com- 
pensation was interest income not proceeds of disposition of land). 
(b) where a claim, suit, appeal or other proceed- 
ing has been taken before one or more tribunals 
or courts of competent jurisdiction; the day on 
which the taxpayer’s compensation for the prop- 
erty is finally determined by those tribunals or 
courts, 


(c) where a claim, suit, appeal or other proceed- 
ing referred to in paragraph (b) has not been 
taken before a tribunal or court of competent ju- 
risdiction within two years of the loss, destruction 
or taking of the property, the day that is two years 
following the day of the loss, destruction or 
taking, 


(d) the time at which the taxpayer is deemed by 
section 70 or paragraph 128. dla to have dis- 
posed of the property, and 


(e) where the taxpayer is a corporation other than 
a subsidiary corporation referred. to in subsection 
88(1), the time immediately before the winding- 
up of the corporation, 


and the taxpayer shall be deemed to have owned the 
property continuously until the time so determined. 


Related Provisions: 59.1 — Involuntary disposition of resource 


property; 70(10), (11) — Definitions. 


History: Para. 44(2)(d) substituted by 1994, c. 21, subsec. 17(1), 
applicable after 1992 except that, where a corporation elects in ac- 
cordance with paragraph 111(4)(a) of 1994, c. 21 (i.e., elects before 
the end of December 1994 for new subsec. 250(5.1) to apply in re- 
spect of a continuance before 1993), the amended para. applies from 
the corporation’s time of continuation (within the meaning assigned 
by that paragraph). Para. 44(2)(d) formerly read: 


(d) the time at which the taxpayer is deemed by section 48 or 
70 to have disposed of the property, and 


Selected Cases [subsec. 44(2)]: Laurentide Rendering Inc. v. 
The. Queen, [1988] 2 C.T.C. 200 (FCA) (Expropriation compensa- 
tion, including allocation for recaptured capital cost allowance, re- 
ceivable when agreement concluded). 


Interpretation Bulletins: IT-125R4: Dispositions of resource 
properties; IT-185R: Losses from. theft, defalcation. or embezzle- 
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ment; IT-259R2: Exchanges of property; IT-271R: Expropria- 
tions — time and proceeds of disposition. 


(3) Where subsec. 70(3) does not apply — 
Subsection 70(3) does not apply to compensation re- 
ferred to in paragraph (b), (c) or (d) of the definition 
“proceeds of disposition” in subsection 13(21) or 
paragraph (b), (c) or (d) of the definition “proceeds 
of disposition” in section 54 that has been transferred 
or distributed to beneficiaries or other persons bene- 
ficially interested in an estate or trust. , 


(4) Deemed election — Where a former property 
of a taxpayer was a cgprecible property of the tax- 
payer 
(a) if the taxpayer has elected in respect of that 
property under subsection (1), the taxpayer shall 
be deemed to have elected in respect thereof 
under subsection 13(4); and 


(b) if the taxpayer has elected in respect of that | 


property under subsection 13(4), the taxpayer 
shall be deemed to have elected in respect thereof 
under subsection (1). 


(5) Replacement property — For the purposes of 
this section, a particular capital property of a tax- 
payer is a replacement property for a former property 
of the taxpayer, if . 
(a) it is reasonable to conclude that the property 
was acquired by the taxpayer to replace the for- 
mer property; 
(a.1) it was acquired by the taxpayer and used by 
the taxpayer or a person related to the taxpayer 
for a use that is the same as or similar to the use 
to which the taxpayer or a person related to the 
taxpayer put the former property; 


(b). where the former property was used by the 
taxpayer or a person related to the taxpayer for 
the purpose of gaining or producing income from 
a business, the particular capital property was ac- 
quired for the purpose of gaining or producing in- 
come from that or a similar business or for use by 
a person related to the taxpayer for such a pur- 
pose; and 


(c) where the former property was taxable Cana- 
dian property (or would have been taxable Cana- 
dian property if the taxpayer were non-resident 
throughout the year in which the former property 
was disposed of and the former property were 
used in a business carried on by the taxpayer), the 
particular capital property was taxable Canadian 
property (or would have been taxable Canadian 
property if the taxpayer were non-resident 
throughout the year in which the particular capi- 
tal property was acquired and the particular capi- 
tal property were used in a business carried on by 
the taxpayer). 
History: Para. 44(5)(a) amended and para. (a.1) added by 1998, c. 
19, subsec. 90(2), applicable to dispositions of former properties 
that occur after the 1993 taxation year except that, if a taxpayer so 
elects'in respect of a former property of the taxpayer that was dis- 
posed of before June 18, 1998 by notifying the Minister of National 


Income Tax Act, Part I, Div. B 


Revenue in. writing on or before the filing-due date for the tax- 
payer’s first taxation year that ends after June 18, 1998, para. 
44(5)(a.1). shall, for the purpose of determining whether a property 
of the taxpayer is a replacement property of the former property, be 
read as follows: 
(a.1) it was acquired by the taxpayer for ause that is the same ; 
as or similar to the use to which the taxpayer or a person re- 
lated to the taxpayer put the former property; 
Para. (a) formerly read: 
(a) it was acquired by the taxpayer for the same or a similar 
use as the use to which the taxpayer or a person related to the 
taxpayer put the former property; 
Paras. 44(5)(a) to (c) substituted by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 24(2), paras. 44(5)(a), (b) applicable to dispositions of for- 
mer properties occurring after July 13, 1990, and para. (c) applica- 
ble to property acquired as a replacement for a former property dis- 
posed of after April 2, 1990, other than a former property disposed 
of 


(a) under an agreement in writing entered into before fee = 
1990; or 


(b) pursuant to a written notice of an intention to:take the prop- 
erty.under statutory authority given before April 3, 1990-or for 
the sale price of the property sold to a person by whom such a 
notice was given before April 3, 1990. 


Paras. 44(5)(a) to (c) formerly read: 


(a) it was acquired by the taxpayer for the same or a similar 
use as the use to which the taxpayer put the former property; 


(b) where the former property was used by the taxpayer for 
the purpose of gaining or producing income from a business, ~ 
the particular capital property was acquired for the purpose of 
gaining or producing income from that or.a-similar business; 
and 


(c) where the taxpayer was not resident in Canada at the time 
the taxpayer acquired the particular capital property,.in addi- 
tion to the requirements in paragraphs (a) and (b), the particu- 
lar capital property was taxable Canadian property. 
Pre-RSC History: Paras. 44(5)(a), (b) substituted by 1977-78, c. 
32,s. 8, applicable to dispositions of property after March 31, 1977. 
For earlier history, see end of s. 44. 


Interpretation Bulletins: IT-259R2: Exchanges of property; ‘TT- 
271R: Expropriations — — time and proceeds of disposition. 


(6) Deemed proceeds of disposition — aire 
a taxpayer has disposed of property that was..a for- 
mer business property and was in part a building and 
in part the land (or an interest therein) subjacent to, 
or immediately contiguous to and necessary for the 
use of, the building, for the purposes of this RUpeVA- 
sion, the amount if any, by which | 


(a) the proceeds of disposition of one such part 
determined without regard to this subsection 


exceed 


(b) the adjusted cost base to the taxpayer of that 
part 


shall, to the extent that the taxpayer so elects i in the 
taxpayer's return of income under this Part for the 
year in which the taxpayer acquired a replacement 
property for the former business property, be deemed 
not to be proceeds of disposition of that part and to 
be proceeds of disposition of the other part. 

Related Provisions: .96(3) — Election by members of partner- 
ship; 220(3.2), Reg. 600(b) — Late filing of election or revocation; 
248(4) — Interest in real property. 
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History: The opening words of subsec. 44(6) substituted by 1994, 
c. 21, subsec. 17(2), applicable to dispositions occurring after De- 
cember 21, 1992. The opening words of that subsec. formerly read: 


(6) Deemed proceeds of disposition — Where:a taxpayer 
has disposed of property that was a former business property 
and was in part a building and in part the land, or an interest 
therein, subjacent to or necessary for the use of the building, 
for the purposes of subsection (1), the amount, if any, by 
which 


Pre-RSC History: Subsec. 44(6) substituted by 1984, c. 45; sub- 
sec. 12(2), applicable with respect to. dispositions occurring, after 
February 15, 1984. Subsec. 44(6) formerly read: 


(6) Deemed proceeds of disposition — Where a taxpayer 
has disposed of property that was a former business. property 
and was in part a building and in part the land, or an interest 
therein, subjacent to or necessary for the use ,of-the, building, 
for the purposes of subsections (1) and 13(4), the amount, if 
any, by which 


(a) the proceeds of disposition of one such part deter- 
mined without regard to this subsection 


exceed 


(b) the cost to him or, in the case of depreciable property, 
the capital cost to him of a replacement property. for that 
part ' 
shall, to the extent that the taxpayer so elects in his return of 
income under this Part for the year in which he acquired the 
replacement property, be deemed not to. be proceeds of dispo- 
sition of that part and to be proceeds of disposition of the 
other part. 


Subsec. 44(6) added by 1980-81-82-83, c. 48, subsec. 18(3), appli- — 


cable with respect to dispositions of property occurring after March 
31, 1977 except that, with respect to any acquisition of a replace- 
ment property by a taxpayer occurring in a taxation year ending 
before February 26, 1981, the reference in subsec. 44(6) to “the year 
in which he acquired the replacement property” shall be read as a 
reference to “the year in which this subsection comes into force”. 


Interpretation Bulletins: IT-271R: Expropriations — time and 
proceeds of disposition; [T-259R2: Exchanges of property. 


information Circulars: 92-1: 
amended or revoked elections. 


Guidelines for accepting late, 


(7) Where subpara. (1)(e)(iii) does not ap- 
ply — Subparagraph (1)(e)(Gii1) does not apply to 
permit a taxpayer to claim any amount.under that 
subparagraph in computing a gain for a taxation year 
where 


(a) the taxpayer, at the end of the year or at any 
time in the immediately following year, was not 
resident in Canada or was exempt from tax under 
any provision of this Part; or 


(b) the person to whom the former property of the 
taxpayer was disposed of was a corporation that, 
immediately after the disposition, 


(1) was controlled, directly or indirectly in any 
manner whateyer, by the taxpayer, 


(ii) was controlled, directly or indirectly in 
any manner whatever, by a person or group of 
persons by whom the taxpayer was controlled, 
directly or indirectly in any manner whatever, 
or 

(iii) controlled the taxpayer, directly or indi- 
rectly in any manner whatever, where the tax- 
payer is a corporation. 


S. 44 


Related Provisions: 256(5. Ladigee ttn pat: directly or indi- 
rectly — control in fact. 


Pre-RSC History: Para. 44(7)(b) amended by 1988, c. 55, s. 24, to 
substitute (in 4 places) “, directly or indirectly in any manner 
whatever,” for “directly or indirectly”, applicable with respect to 
dispositions after 1988. 


Subsec. 44(7) added by 1980-81-82-83, c. 48, subsec. 18(3), appli- 
cable with respect to dispositions of property occurring after De- 
cember 11, 1979. 


(8) Application of subsec. 70(10) — The defini- 
tions in subsection 70(10) apply to this section. 


Origin of subsec. 44(8): R.S.C. 1985, ¢. 1 (5th Supp.) eine aae 
contained in the opening words to subsec. 70(10)). 


Pre-RSC History [s. 44]; S. 44 substituted by 1977-78, esl Qs. 
18, applicable to dispositions of property after March 31, 1977..S. 
44 formerly read: 


44. (1) Deferral of gain on involuntary dispositions — 
Where in a taxation year an amount has become receivable, 
as described in subsection (2), by a taxpayer as proceeds of 
disposition described.in subparagraph 13(21)(d)(iii) or (iv) or 
54(h)(iii) or (iv) of any capital property (in.this section re- 
ferred to as his “former property”) and, before the end of the 
second taxation year following the taxation year in which 
such amount became:receivable, the taxpayer has acquired a 
capital property (in this section referred to as his: “replace- 
ment property”) asa replacement for his former property and 
his replacement property has not been disposed of by him 

. prior to the time he disposed of his former property, notwith- 
standing subsection 40(1) . rf 


(a) the gain, if any, from the disposition: of his former 

property is the lesser of 
(i) the gain therefrom otherwise determined, and 
(11) the amount, if any, by which the proceeds of dis- 
position of his former property exceed the cost, or in 
the case of depreciable property the capital cost to 
him, determined without reference to paragraph (b), 
of his replacement property, and 


(b) the cost, or in the case of depreciable property the 
capital cost to him of his replacement property, at any 
time after the time he disposed of his former. property, 
shall be deemed to be the cost, or in the case of deprecia- 
ble property the capital cost to him of his: replacement 
property otherwise determined, minus the amount, if any, 
by which the gain described in subparagraph (a)(i) ex- 
ceeds the amount, if any, determined under subparagraph 
(a)(ii). 
(2) ldem — For the purposes of this Act, the day on which a 
taxpayer has disposed’ of a property, the proceeds of disposi- 
tion from which are described in subparagraph 13(21)(d)(iii) 
or (iv) or 54(h)(@aii) or (iv), and the day on which an amount 
has become receivable by that taxpayer as proceeds of dispo- 
sition of such a property shall be deemed to be the earliest of 


(a) the day the taxpayer has agreed to an amount as full 
compensation to him for the property lost; destroyed, 
taken or sold, 


(b) where a claim, suit, appeal or other proceeding has 
been taken before one or more tribunals or courts of com- 
petent jurisdiction, the day on which the taxpayer’s com- 
pensation for the property is finally determined by. such 
tribunals or courts, 

(c) where a claim, suit, appeal or other proceeding, re- 
ferred to in paragraph (b), has not been taken before a 
tribunal or court of competent jurisdiction within two 
years of the loss, destruction or taking of the property, 
the day that is two years following the day of the loss, 
destruction or taking, 
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(d) the day on which the taxpayer is:deemed: by section 
48 or 70 to have disposed of the property, and 


(e) where the taxpayer is a corporation other than a sub- 
sidiary corporation referred to in subsection 88(1), the 
day immediately before the winding-up of ‘the 
corporation, 


- and he shall be deemed to have owned the property continu- 
ously until the day so determined. 


(3) Where subsec. 70(3) not to apply — Subsection 70(3) 
does not apply to compensation referred to in subparagraph 
13(21)(d)(ili) or (iv) or subparagraph 54(h)(iii) or (iv) that has 
been transferred or distributed to beneficiaries or other per- 
sons beneficially interested in an estate or trust. 


Para. 44(1)(c) repealed by 1976-77, c. 4, s. 11, applicable in respect 
of taxation years commencing after May 25, 1976. Para. 44(1)(c) 
formerly read: 


(c) where his replacement property was depreciable property 
of a prescribed class and that property was acquired by him 
prior to the time he disposed of his former property, the 
amount, if any, by which 


(i) the reduction in the capital cost to him of his replace- 
ment property by virtue of paragraph (b) 


exceeds 


(11) the undepreciated capital cost to him of depreciable 
property of the class to which his replacement property 
belongs, immediately before the reduction in the capital 
cost referred to in subparagraph (i), 


shall be included in computing his income for his taxation 
year in which his former property was disposed of and shall, 
for the purposes of subsection 13(2), be deemed to have been 
so included by virtue of subsection 13(1) in respect of a dis- 
position of depreciable property of the class to which his re- 
placement property belongs. 


S. 44 substituted by 1974-75-76, c. 26, s. 18, applicable in respect 
of amounts that have become receivable after May 6, 1974. S. 44 
formerly read: 


44. Where in a taxation year a taxpayer has received proceeds 
of disposition described in subparagraph 54(h)(iii) or (iv) of 
any property (in this section referred'to as his “former prop- 
erty”) and, before the end of the following taxation year, has 
expended an amount to acquire other property as a replace- 
ment for his former property, notwithstanding subsection 
40(1) 


(a) the gain, if any, from the disposition of his former 
property is the lesser of 


(i) the gain therefrom otherwise determined, and 


(ii) the amount, if any, by which the proceeds of dis- 
position, of his. former property exceed the cost to 
him, otherwise determined, of the other property, and 


(b) the cost to the taxpayer of the other-property shall be 
deemed to be the cost to him of the other property other- 
wise determined, minus the amount, if any, by which the 

. gain described in subparagraph (a)(i) exceeds the excess, 
if any, determined under subparagraph (a)(ii). 


Selected Cases [s. 44]: Glaxo Wellcome v. Canada, [1996] 1 
C.T.C. 2904 (TCC). (Vacant land did not»constitute “former busi- 
ness property”). 


Definitions [s. 44]: “amount” — 248(1); “adjusted cost base” — 
54, 248(1); “business” — 248(1); “capital property” — 54, 248(1); 
“child” — 44(8), 70(10), 252(1); “controlled directly or indi- 
rectly” — 256(5.1); “corporation” — 248(1), Interpretation Act 
35(1); “depreciable property” — 13(21),.248(1); “farming”, “former 
business property”, “individual” — 248(1); “interest” — (in real 
property) 248(4); “prescribed” — 248(1); “proceeds of disposi- 
tion” — 54; “property” — 248(1); “resident in Canada” — 250; “‘re- 
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placement. property” — 44(5); “taxable Canadian property” — 
115(1)(b), 248(1); “taxation year” — 249; “taxpayer” — 248(1); 
“trust” — 104(1), 248(1), (3). PCong 

Interpretation Bulletins [s. 44]: IT-259R2: Exchanges of prop- 
erty; IT-271R: Expropriations — time and proceeds of disposition. 


45. (1) Property with more than one use — For 
the purposes of this subdivision the following rules 


apply: | ae 
(a) where a taxpayer, 


(i) having acquired property for some other 
purpose, has commenced at a later time to use 
it for the purpose of gaining or producing in- 
come, or 


(ii) having acquired property for the purpose 
of gaining or producing income, has com- 
menced ata later time to use it for some other 
purpose, 

the taxpayer shall be deemed to have 


(iii) disposed of it at that later time for pro- 
ceeds equal to its fair market value at. that 
later time, and 


(iv) immediately thereafter reacquired it at a 
cost equal to that fair market value; 


(b) where property has, since it was acquired by a 
taxpayer, been regularly used in part for the pur- 
pose of gaining or producing income and in part 
for some other purpose, the taxpayer shall be 
deemed to have acquired, for that other purpose, 
the proportion of the property that the use regu- 
larly made of the property for that other purpose 
is of the whole use regularly made of the property 
at a cost to the taxpayer equal to the same propor- 
tion of the cost to the taxpayer of the whole prop- 
erty, and, if the property has, in such a case, been 
disposed of, the proceeds of disposition of the 
proportion of the property deemed to have been 
acquired for that other purpose shall be deemed 
to be the same proportion of the proceeds of dis- 
position of the whole property; and 


(c) where, at any time after a taxpayer has ac- 
‘quired property, there has been a change in the 
relation between the use regularly made by the 
taxpayer of the property for gaining or producing 
income and the use regularly made of the prop- 
erty for other purposes, 


(i) if the use regularly made of the property 
for those other purposes has increased, the 
taxpayer shall be deemed to have 


(A) disposed of the property at that time 
for proceeds equal to the proportion of the 
fair market value of the property at that 
time that the amount of the increase in the 
use regularly made by the taxpayer of the 
property for those other purposes is of the 
whole use regularly made of the property, 
and 
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- (B) immediately thereafter reacquired the 
property so disposed of at a cost equal to 
the proceeds referred to in clause (A), ‘and 


(11) 1f the use regularly made: of the property 
for those other purposes has. decreased,. the 
ean ie shall be deemed to have 


(A) disposed of the property at that time 
for proceeds equal to the proportion of the 
fair market’ value of the property at that 
time that the amount of the decrease in use 
regularly made by the taxpayer of the 

_ property for those other purposes is of the 
whole use. regularly made of the. property, 
and 


(B) immediately thereafter reacquired the 
property so disposed of at.a cost equal to 
the. proceeds referred to in clause (A). 


Related Provisions: 13(7)(a), (b), (d) — Change in use rules — 
depreciable property; 54“‘superficial loss’”(c) — Superficial loss rule 
does not apply. 


History: Subpara. 45(1)(c)(i) [which had Satter been inadvertently 
deleted — see below], re-enacted and (11) amended by 1994, c. 7, 
Sch. If (1991, c. 49), s. 25, applicable to 1972 et seg. Subpara. 
45(1)(c)(ii) formerly read: 


(ii) if the use regularly made by the taxpayer of the property 
for those other purposes has decreased, the taxpayer shall be 
“deemed to have disposed of property at that time and. the pro- 
ceeds of disposition shall be deemed to be an amount equal to 
the proportion of the fair market value of the property at that 
time that the amount of the decrease in use regularly made by 
the taxpayer of the property for those other purposes is of the . 
whole use regularly made of the property. 


Pre-RSC History: Subparas. 45(1)(a)(i), (ii) and para. (b) 
amended by 1988, c..55, subsecs. 25(1), (2), to substitute, in each, 
“gaining or producing income” for “gaining or producing income 
therefrom or for the purpose of gaining or producing income from a 
business”; and that portion of para. (c) preceding subpara. (11) 
amended by subsec. 25(3) to substitute “gaining or producing in- 
come” for “gaining or producing income therefrom or income from 
a business” and to [inadvertently] repeal subpara. (c)(i), all applica- 
ble with respect to changes in use occurring after April 1988. Sub- 
para. (c)(i) formerly read: 


(i) if the use regularly made by him of the property for those | 
other purposes has increased, he shall be deemed to have 


(A) disposed of property at that time for proceeds equal 
to the proportion of the fair market value of the property 
at that time that the amount of the increasein the use reg- 
ularly made by him of the property for those other pur- 
poses 1s of the whole use regularly made of the property, 
and 


(B) immediately thereafter reacquired the property so dis- 
posed of at a cost equal to the proceeds ‘referred to in 
clause (A), and: 


Selected Cases [subsec. 45(1)]: Duthie Estate v. Canada, 
[1995] 2 C.T.C. 157 (FCTD) (Change of use determined on balance 
of indications); Derlago v. The Queen, (1988) 2 C.T.C. 21 (FCTD) 
(Change in use of property deemed disposition; .proceeds equal to 
fair market value). 


Interpretation Bulletins: IT-83R3: Non-profit organizations — 
taxation of income from property; IT-160R3: Personal use of air- 
craft; IT-218R: Profit, capital gains and losses from the sale of real 
estate, including farmland and inherited land and conversion of real 
estate from capital property to inventory and vice versa. 


S. 45(3) 


(2) Election where change of use — For ‘the 
purposes of this subdivision and section 13, where 
subparagraph (1)(a)(i) or paragraph 13(7)(b) would 
otherwise apply to any property of a taxpayer for a 
taxation year and the taxpayer so,elects in respect. of 
the property in the taxpayer’s return of income for 
the year under this Part, the taxpayer shall be 
deemed not to have begun to use the property for the 
purpose of gaining or producing income except that, 
if in the taxpayer’s return of income under this Part 
for a subsequent taxation year the taxpayer rescinds 
the election in respect of the property, the taxpayer 
shall be deemed to have begun’so:to use the property 
on the first day of that subsequent year. 


Related Provisions: 13(1) — Recapture of depreciation; 54\prin- 
cipal residence”(b) — Effect of election on principal residence; 
220(3.2), Reg. 600(b) — Late filing of election or revocation. 


History: Subsec. 45(2) substituted by 1994, c. 21, s. 18,,applicable 
to 1992 et seg. That subsec. formerly read; 


(2) Election where change in use — For the purposes of 
this subdivision and section 13, where ‘subparagraph (1)(a)(), 
and paragraph 13(7)(b) would otherwise be applicable in. re- 
spect of any property of a taxpayer for a taxation year and the 
taxpayer so elects in the taxpayer’s return of income for the 
year under this Part, the taxpayer shall be deemed not to have 
commenced to use the property for the purpose of gaining or 
producing income therefrom orfor the purpose of gaining or 
producing income from a business except that, if in the tax- 
payer’s return of income for a subsequent year and under this 
Part the taxpayer rescinds the taxpayer’s election in respect of 
the property, the taxpayer shall be deemed to have com- 
menced so to use the property on the first day of that subse- 
~ quent eee 


Pre-RSC History: Subsec. 45(2) substituted by 1974-75- 16, P26, 
s. 19, applicable to 1972 et seq. 


Information -Circulars: 92-1: 


Guidelines for accepting late, 
amended or revoked elections. - 


(3) Election concerning principal _resi- 
dence — Where at any time a property that was ac- 
quired by a taxpayer for the purpose of gaining or 
producing income ceases to be used for that purpose 
and becomes the principal residence of the taxpayer, 
subsection (1) shall not apply to deem the taxpayer 
to have disposed of the property: at that time and to 
have reacquired it immediately thereafter if the tax- 
payer so elects by notifying the Minister in writing 
on or before the earlier of | 


(a) the day that is 90 days eh BP a demand by the 
Minister for an election under this subsection 1s 
sent to the taxpayer, and 


(b) the taxpayer’s filing-due date ‘for the taxation 
~ year in which the property is actually disposed of 
by the taxpayer. 
Related Provisions: 45(4) — Where biecHion cannot be made; 
54“principal residence’(b), (d) — Effect of election’ and parallel 
rule when moving out of principal residence; 220(3.2), Reg. 
600(b) — Late filing of election or revocation. 


History: Para. 45(3)(b) amended by 1996, c. 21, s. 10, applicable to 
1995 et seq. The para. formerly read: 


(b) April 30 following the year in which the property is actu- 
ally disposed of by the taxpayer. 
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Pre-RSC History: Subsec: 45(3) amended by 1988, c..55, subsec. 
25(4) to substitute “Election re” for “Election to use property.as” in 
the heading, and “gaining or producing income” for “gaining or pro- 
ducing income therefrom or for the purpose of gaining or producing 
income from a business”, applicable with respect to changes in use 
occurring after April 1988. 

Subsec. 45(3) added by 1985, c. 45, s. 18, applicable with respect. to 
property that a taxpayer commences to use as a principal residence 
after 1981, except that for any such property actually disposed of in 
taxation years ending after 1981 and before 1985, the reference to 
“April 30 following the year in which the property is actually dis- 
posed of by him” shall_be read as a reference to “April 30, 1986”. 


Information Circulars: 92-1: 


Guidelines for accepting late, 
amended or revoked elections. 


(4) Where election cannot be made — Not- 
withstanding subsection (3), an election described in 
that subsection shall be deemed not to have been 
made in respect of a change in use of property if any 
deduction in respect of the property has been al- 
lowed for any taxation year ending after 1984 and on 
or before the change in use under regulations made 
under paragraph 20(1)(a) to the taxpayer, the tax- 
payer’s spouse or a trust under which the taxpayer or 
the taxpayer’s spouse is a beneficiary. 

Pre-RSC History: Subsec. 45(4) substituted by 1988, c. 55, sub- 
sec. 25(5), applicable in respect of a deduction allowed under regu- 


lations made under paragraph 20(1)(a) for a taxation year commenc- 
ing after 1987. Subsec. 45(4) formerly read: 


(4) Where election cannot be made — Notwithstanding 
subsection (3), an election described therein shall be deemed 
not to have been made in respect of a property if any deduc- 
tion in respect thereof has been allowed for any taxation year 
ending after 1984 under paragraph 20(1)(a) or subsection 
104(16) to the taxpayer, his spouse or a trust under eis his 
spouse is a beneficiary. 


Subsec: 45(4) added by 1985, c. 45, s: 18, applicable with respect to 
property that a taxpayer commences to use as a principal residence 
after 1981. 
Definitions [s. 45]: “amount”, “business” — 248(1); “filing-due 
date” — 150(1); 248(1); “Minister” — 248(1); “principal resi- 
dence”, “proceeds of disposition” — 54; “property”, “regula- 
tion” — 248(1); “spouse” — 252(4)(a); “taxation year” — 249; 
“taxpayer”, “writing” — Interpretation Act 35(1). 


Interpretation Bulletins [s. 45]: IT-102R2: Conversion of prop- 
erty, other than real property, from or to renee saris IT-120R4: Prin- 
cipal residence. 


46. (1) Personal-use property — Where a tax- 
payer has disposed of any personal-use property of 
the taxpayer, for the purposes of this subdivision 


(a) the adjusted cost base to the taxpayer of the 
property immediately before the disposition shall 
be deemed to be the greater of $1,000 and the 
amount otherwise determined to be its adjusted 
cost base to the taxpayer at that time; and 


(b) the taxpayer’s proceeds of disposition of the 
property shall be deemed to be the greater of 
$1,000 and the taxpayer’s proceeds of disposition 
of the property otherwise determined. 

Related Provisions: 40(2)(g)(iii) — No loss allowed on most 


personal-use property; 46(3) — Properties ordinarily disposed of as 
a set; 50(2) — Personal-use property debts. 
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Forms: T2080: Personal-use property (other than listed personal 
property and principal residence). 


Interpretation Bulletins: [T-332R: Personal Use Property. 


(2) Where part only of property disposed 
of — Where a taxpayer has disposed of part of a 
personal-use property owned by the taxpayer and has 
retained another part of the property, for the pur- 
poses of this subdivision 


(a) the adjusted cost base to the taxpayer, imme- 
diately before the disposition, of the part so dis- 
posed of shall be deemed to be the greater of 


(i) the adjusted cost base to’ the taxpayer at 
that time of that part otherwise determined, 
and 


~ (ii) that proportion of $1,000 that the amount 
‘determined under subparagraph (i) is of the 
adjusted cost base to the taxpayer at that time 
of the whole property; and 


(b) the proceeds of disposition of the part so dis- 
posed of shall be deemed to be the greater of 


(i) the proceeds of disposition of that part oth- 
_ erwise determined, and 


(11) the amount determined under subpara- 
graph (a)(ii). 


(3) Properties ordinarily disposed of as a 
set — For the purposes of this subdivision, where a 
number of personal-use properties of a taxpayer that 
would, if the properties were disposed of, ordinarily 
be disposed of in one disposition as. a set, 


(a) have been disposed of by more than one dis- 
position so that all of the properties have been ac- 
quired by one person or by a group of persons not 
dealing with each other at arm’s length, and 


(b) had, immediately before the first disposition 
referred to in paragraph (a), a total fair market 
value greater than $1,000, 


the properties shall be deemed to be a single per- 
sonal-use property and each such disposition shall be 
deemed to be a disposition of a part of that property. 


(4) Decrease in value of personal-use 
property of corporation, etc. — Where it may 
reasonably be regarded that, by reason of a decrease 
in the fair market value of any personal-use property 
of a corporation, partnership or trust, 


(a) a taxpayer’s gain, if any, from the disposition 
of a share of the capital stock of a corporation, an 
interest in a trust or an interest in a partnership 
has become a loss, or is less than it would have 
been if the decrease had not occurred, or — 


(b) a taxpayer’s loss, if any, from the disposition 
of a share or interest described in paragraph (a) is 
greater than it would have been if the decrease 
had not occurred, 


the amount of the gain or loss, as the case may be, 
shall be deemed to be the amount that it would have 
been but for the decrease. 
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Definitions [s. 46]: “‘adjusted cost base” —54, 248(1); 
“amount” — 248(1); “corporation” — 248(1), Interpretation Act 
35(1); “personal-use property” — 54, 248(1); “proceeds of disposi- 
tion” — 54; “property”, “share”, “taxpayer” — 248(1);- “trust” — 
104(1), 248(1), (3). Ti 
Interpretation Bulletins © (835 46]: IT-332R: Personal-use 
property. ast 
47. (1) Identical properties — Where at any par- 
ticular time after 1971 a taxpayer who owns one 
property that was or two or more identical properties 
each of which was, as the case may be, acquired by 
the taxpayer after 1971, acquires one or more other 
properties (in this subsection referred to as “newly- 
acquired properties”) each of which is identical to 
each such previously-acquired property, for the pur- 
poses of computing, at any subsequent time, the ad- 
justed cost base of the canpayen of Sane Horne identi- 
cal property, 


(a) the taxpayer shall be deemed to have disposed 
of each such previously-acquired property imme- 
diately before the particular time for proceeds 
equal to its adjusted cost base to the taxpayer im- 
mediately before the particular time; 


(b) the taxpayer shall be deemed to have acquired 
the identical property at the particular time at a 
cost equal to the quotient obtained when 


(i) the total of the adjusted cost bases to the 
taxpayer immediately before the particular 
time of the previously-acquired properties, 
and the cost to the taxpayer (determined -with- 
out reference to this section) of the BEM -ac- 
quired properties 


is divided. by 


(ii) the number of the identical. properties 
owned by the taxpayer unmeenately after the 
particular time; 


(c) there shall be deducted, after the particular 
time, in computing the adjusted ‘cost base to the 
taxpayer of each such identical property, the 
amount determined by the formula 


A 


B 
where | 
A. is the total of all amounts deducted under par- 
agraph 53(2)(g.1) in computing immediately 
before the particular time the adjusted cost 


base to the taxpayer of the previously-ac- 
quired properties, and 


B. is the number of such identical properties 


owned by the taxpayer immediately after the 


particular time or, where subsection (2) ap- 
plies, the quotient determined under that sub- 
section in respect of the acquisition; and 


(d) there shall be added, after the particular time, 
in computing the adjusted cost base to the tax- 
payer of each such identical property the amount 
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determined under paragraph (c) in respect of the 
identical property. 
Related Provisions: 47(2) — Where identical properties are 
bonds, etc.; 53(1)(q) — Addition to adjusted cost base for amount 


| under 47(1)(d); 53(2)(g.1) —- Reduction in adjusted cost base under 


47(J )(c); 80.03(2)(a) — Deemed gain on disposition following debt 
forgiveness; 138(11.1) — Properties of life insurance, corporation; 
248(12) — Meaning of “identical properties”, 

History: Paras. 47(1)(c) and (d) added by 1995, c. 21, .s. 13, appli- 
cable to, taxation: years that end after February 21, 1994. 


I.T. Application Rules: 26(8)-(8.5) (property owned since before 
1972), 


Forms: T2082: Capital dispositions gap an schedule — 
shares. 


(2) Where identical properties are bonds, 
etc. — For the purposes of subsection (1), where a 
group of identical properties referred to in that sub- 
section is a group of identical. bonds, . debentures, 
bills, notes or similar obligations issued by a debtor, 
subparagraph. .(1)(b)(i1) shall be read as follows: 


“Ci) the quotient obtained when the total of the 
principal amounts of all such identical proper- 
ties owned by the taxpayer immediately after 
the particular time is divided by the principal 
amount of the identical property.” 


Related Provisions: 248(12) — Whether bonds, etc., are identi- 
cal properties. 


Pre-RSC History [subsec. 47(2)]: Subsec. 47(2) amended ‘by 
1988, c. 55, subsec. 26(1), to substitute “bonds, debentures, bills, 
notes or similar obligations issued. by, a debtor”. for, “obligations 
within the meaning of subsection (3)”, applicable to taxation years 
and fiscal periods commencing after June 17, ‘1987 that end after 
1987. 


Forms: T2084: Capital dispositions supplementary schedule — 
bonds-and other obligations. 


(3), (4) [Repealed under former Act] 


Pre-RSC History: Subsec. 47(3) repealed by 1988, c. 55, subsec. 
26(2), applicable to taxation years and fiscal periods commencing 
after June 17, 1987 that end after 1987. (See subsec. 248(12).) Sub- 
sec. 47(3) formerly read: 


(3) When bonds, etc., are identical — For the purposes of 
this subdivision, one bond, debenture, bill, note or other simi- 
lar obligation issued by a debtor is identical to another such 
obligation issued by that debtor if both are identical in respect 
of all rights (in equity or otherwise, either immediately or in 
‘the’ future and either absolutely or contingently) attaching 
thereto, except as regards the principal amount thereof. 


Subsec. 47(4) repealed by 1986, c. 6, s. 19, applicable to 1986 et 
seq. Subsec. 47(4) formerly read: 


(4) Meaning of “property” — For the purposes of subsection 
(1), “property” does not include an indexed security. 


Subsec. 47(4) added by 1984, c. 1, s. 16, applicable after September 
30, 1983. 


Definitions [s. 47]: “adjusted cost base’ — 54, 248(1); 
cal” — 138(11.1), 248(12); “principal amount”, “property”, 
payer” — 248(1). 


Interpretation Bulletins [s. 47]: IT-78: Capital property owned 
on December 31, 1971 — identical properties; IT-88R2: Stock divi- 
dends; IT-115R2: Fractional interest in shares; IT-199: Identical 
properties acquired in non-arm’s length transactions; IT-387R2: 
Meaning of “identical properties”. 


“identi- 
” aK 
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47.1 Indexed Security Investment Plans — 
(1)-(26) [Repealed under former Act] 


(26.1) Application of section 47.1 of R.S.C., 
1952, c. 148 — Words and expressions used in 
subsections (27) and (28) have the meanings as- 
signed to them by subsections 47.1(1) to (26) of the 
Income Tax Act, chapter 148 of the Revised Statutes 
of Canada, 1952, as the latter subsections read on 
July 1, 1986 and in so far as they are not inconsistent 
with subsections (27) and (28). 


Origin of subsec. 47.1(26.1): R.S.C. 1985, c. 1 (Sth Supp.). 


I.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


(27) Capital losses in 1986 — Notwithstanding 
any other provision of this Act, where paragraph 
47.1(10)(f) of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952, as that paragraph 
read on January 1, 1986, applied in respect of the ter- 
mination before 1986 of an indexed security invest- 
ment plan under which a taxpayer was a participant, 
any amount that would have been deemed under that 
paragraph to be a capital loss of the taxpayer from 
the Plan for the 1986 or a subsequent taxation, year 
shall be deemed to be a capital loss of the taxpayer 
for the 1986 taxation year from the disposition of 
property in 1986. | 

I.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952’). 


(28) Transition for 1986 — Where a taxpayer was 
a participant under a Plan on January 1, 1986, the 
following rules apply: 


(a) each indexed security owned under the Plan 
by the taxpayer on that date shall be deemed to 
have been disposed of under the Plan on that date 
for proceeds of disposition determined by the 
formula 


B 
Ate Xia 
C 


where 


A is the indexing base of the Plan on that date 
determined as if subparagraph 47.1(3)(a)(@) of 
the Income Tax Act, chapter 148 of the Re- 
vised Statutes of Canada, 1952, were read as 
“the fair market value of all indexed securities 
owned by the taxpayer under the Plan at the 
end of the preceding taxation year’’, 


B_ is the fair market value of the security on that 
date, and 


C is the fair market value of all indexed securi- 
ties owned under the Plan by the taxpayer on 
that date; 


(b) each indexed security deemed under para- 
graph (a) to have been disposed of under the Plan 
shall be deemed to have been reacquired outside 
the Plan by the taxpayer immediately after that 
date at a cost equal to the amount deemed under 
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paragraph (a) to be the proceeds of the disposi- 
tion of that security; 


(c) each put or call option referred to in clause 
47.1(4)(a)(iv)(B) or (C) of the Income Tax Act, 
chapter 148 of the Revised Statutes. of Canada, 
1952, as that clause read on January |, 1986, out- 
standing under the Plan on that date shall be 
deemed to have been closed out under. the. Plan 
on that date at a cost equal to the amount that the 
taxpayer would have had to pay on that date if the 
taxpayer had actually closed out the option on a 
prescribed stock exchange in Canada on that 
date; 


(d) each put or call option deemed under para- 
graph (c) to have been closed out shall be deemed 
to be written outside the Plan immediately after 
that date for proceeds equal to the amount 
deemed under paragraph (c) to be the cost at 
which the option was closed out; and 


(e) for greater certainty, the taxpayer’s indexed 
gain or loss, as the case may be, for the 1986 tax- 
ation year from the Plan and unindexed gain or 
loss, as the case may be, for that year from. the 
Plan shall be nil. 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Pre-RSC History [s. 47.1]: The description of “A” in para. 
47.1(28)(a) substituted by 1986, c. 55, s. 7, applicable after 1985. 
That description formerly read: 


A’ is the indexing base of the Plan on that date, 


Subsecs. 47.1(1)—(26) repealed and subsecs. 47.1(27), (28) added by 
1986, c. 6, subsecs. 20(1)-(3). The repeal of subsecs. 47.1(1)-(25) 
is applicable after January 1, 1986, the repeal of subsec. 47.1(26) is 
applicable to 1987 et seg. and the addition of subsecs. 47.1(27) and 
(28) is applicable after 1985. Subsecs. 47.1(1)—(26) formerly read: 


47.1 (1) Definitions — In this section and section 38, 


(a) “administrator” — ‘‘administrator”, in relation to a 
Plan, means the trader or dealer in securities, mutual fund’ 
corporation, mutual fund trust or insurer who has entered 
into the.contract described in paragraph (f) in respect of 
the Plan other than as the participant under the Plan; 

(b) “capital gain” — “capital gain” of a taxpayer for a 
taxation year from a Plan means the amount determined 
in respect of the Plan for the taxpayer for the year under 
subsection (9), 48(1.1), 70(5.4), 74(2), 75(2), 104(5.1) or 
128(2), whichever is applicable; 


(c) “capital loss” — “capital loss” of a taxpayer for a 
taxation year from a Plan means the amount determined 
in respect of the Plan for the taxpayer for the year under 
subsection (9), (10), (12), 48(1.1), 70(5.4), 74(2), 75(2), 
104(5.1) or 128(2), whichever is applicable; 


(d) “fair market value” — “fair market, value”, at any 
time of a security, means 


(i) in the case of a security listed or traded on a pre- 
scribed stock exchange in Canada and owned under 
or in respect of a Plan or transferred to a Plan, the 
quoted price at that time determined in accordance 
with the method regularly followed by the. adminis- 
trator of the Plan in determining quoted prices, and 
(11) in the case of a security that is a share of the capi- 
tal stock of a mutual fund corporation, a unit of a 
mutual fund trust or an interest in a related segre- 
gated fund trust, the amount that would be received 
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in respect of that share,,unit.or interest if it were re- 
deemed. or.disposed of at.that time, 


or such other amount ‘as may be prescribed; 


(e) “indexed security” — ‘indexed security” means a 
qualified security beneficially owned by a taxpayer under 
a Plan and, where the Plan is administered by a trader or 
dealer in securities, held in the care and custody of a 
trader or dealer in securities and registered in the name of 
a trader or dealer in securities or person who is a nominee 
for a trader or dealer in securities; 


(f) “indexed security investment plan” — “indexed se- 
curity investment plan” means a plan of investment in se- 
curities that are qualified securities in relation to the plan 
and that is evidenced by a written Contract 


(i) entered into between 


(A) a person resident in Canada who is an indi- 
vidual (other than a trust) or a trust (other than a 
mutual fund trust) of which each beneficiary is 


~ (1) an individual (other than a trust) or a per- 
son described in paragraph 110(1)(a), (b) or 
(b.1) (other than the taxpayer referred to in 
any such paragraph), or 


(II) a testamentary trust that arose on and in 
consequence of the death of. a person who 
was a beneficiary of the trust and of which 
all the beneficiaries are persons described in 
subclause (I), and 


(B) a person resident in Canada or licensed to 
carry on business in Canada who is a trader or 
dealer in securities, a mutual fund corporation, a 
mutual fund trust or an insurer in respect of a re- 
lated segregated fund trust, and : 


(ii) under which the. trader. or dealer, corporation, 
trust or insurer, as the case. may be, agrees to com- 
pute any taxable capital gain or allowable capital loss 
of the person referred to in clause (A) from the plan 
for each taxation year of such person in which the 
contract is in force; 


(g) “indexing factor” — “indexing factor” for a particu- 
lar month means the quotient obtained when 


(i) the Consumer Price Index, as published by Statis- 
tics Canada under the ‘authority of the Statistics Act, 
adjusted in the prescribed manner, for the month im- 
mediately preceding the particular month 


is divided by 
(11) the Consumer Price Index, as published by Statis- 
tics Canada under the authority of the Statistics Act, 


adjusted in the prescribed manner, for the month that 
is two months before the particular month, 


and such quotient is rounded to the nearest one-hundred 
thousandth or, where the quotient is equidistant from two 
one-hundred thousandths, to the larger thereof; 


(h) “participant” — “participant” under a Plan means any 
person who has entered into a contract described in para- 
graph (f) under which his taxable capital gain or allowa- 
ble capital loss from the Plan will be computed for each 
taxation year in which the contract is in force or a spouse 
or trust who has acquired all the rights and assumed all 
the obligations of the person under the contract in cir- 
cumstances described in subparagraph 70(5.4)(g)(ii); 


(i) “Plan” — “Plan” means an indexed’ security invest- 
ment plan; 
(j) “qualified security” — “qualified security”, at any 


time, means 


(i) in relation to a Plan administered by a trader or 
dealer in securities, a security in respect of which 
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there is at that time a subsisting certification by a 

prescribed stock exchange in Canada that the secur- 

ity is . 
(A) a share of a class of the capital stock of a 
corporation incorporated and having its head of- 
fice in Canada, other than a corporation recog- 
nized as a mutual fund corporation by that stock 
exchange, in respect of which the following re- 
quirements are met, namely: 


(1) the class to which the share belongs is 
listed, or is conditionally approved for list- 
ing, on that stock exchange, 


(IJ) the amount that the owner of the share is 
entitled to receive on the dissolution, liqui- 
dation or winding-up of the corporation is 
not limited to a fixed or determinable 
amount, other than an amount determinable 
by reference to the entitlement of another 
share described in this clause on the dissolu- 
tion, liquidation or winding-up of the 
corporation, 


(III) there is no right, privilege, restriction or 
condition attaching to the share under the 
corporation’s charter or any amendment 
thereto that 


]. gives the owner of the share the right 
to cause it to be redeemed, acquired or 
cancelled by the corporation, in whole 
or in part, or to cause the paid-up capital 
of the share to be reduced, 


2. limits the amount of the dividends 
that the corporation may declare or pay 
on the share, or that the owner thereof 
may receive thereon, to an amount not 
to exceed a fixed or determinable 
amount, other than an amount determi- 
nable by reference to a dividend payable 
on another share described in this 
clause, 


3. gives the owner of the share the right 
to conyert it into, or exchange it for, an- 
other property, other than a share that is, 

or that if issued would be, described in 
this clause read without reference to 
subclause (I), or 


4. gives the corporation the right with- 
out the consent of the beneficial owner 
of the share, or obligates the corpora- 
tion, to redeem, acquire or cancel (other 
than a right or obligation to redeem, ac- 
quire or cancel for the purpose of keep- 
ing the total number of shares of the 
class to which the share belongs that is 
owned by a person or group of persons 
below a specific percentage of all shares 
of that class that have been issued) the 
share, in whole or in part, to reduce the 
corporation’s paid-up capital in respect 
of the share or to. convert the share into, 
or exchange the share for, another prop- 
erty, other than a share that is, or that if 
issued would be, described in this 
clause, and 


(IV) the owners of all shares of the class 
have no right or obligation under a contract, 
in equity or otherwise, either immediately or 
in the future and either absolutely or contin- 
gently, to. dispose of their shares to the cor- 
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poration, a person not dealing at arm’s 
length with the corporation or a partnership 
or trust of which the corporation or a person 
not dealing at arm’s length with the corpora- 
tion is a member or beneficiary, 


(B) a right or warrant that is posted for trading, 
or that is conditionally approved for such post- 
ing, on that stock exchange and that grants the 
owner thereof the right to acquire a determinable 
number of shares described in clause (A) at a de- 
terminable price, or 


(C) a put or call option in respect of a share de- 
scribed in clause (A) that is traded on that stock 
exchange, 


unless the security is at that time 
(D) a prescribed security, 


(E) a share of the capital stock of a corporation 
in respect of which 25% or more of the issued 
shares of any class thereof are owned by the tax- 
payer who is the participant under the Plan, by 
any one or more persons with whom the tax- 
payer does not deal at arm’s length or by the tax- 
payer and any one or more such persons, 


(F) a share of the capital stock of a corporation 
that is prescribed to be an investment 
corporation, 


(G) a right, warrant or call option that, if exer- 
cised, would allow the taxpayer who is the par- 
ticipant under the Plan to acquire securities 
outside the Plan, or 


(H) a put option in respect of shares not owned 
under the Plan, other than any such shares that 
would be required to be acquired under the Plan 
on the exercise of a put option written under the 
Plan that together with the option is recognized 
as a Spread position by a prescribed stock ex- 
change in Canada, and 


(ii) in relation to a Plan administered by a mutual 
fund corporation or mutual fund trust or by an in- 
surer in respect of a related segregated fund trust, a 
share of the capital stock of the mutual fund corpora- 
tion, a unit of the mutual fund trust or an interest in 
the related segregated fund trust, other than a pre- 
scribed share, unit or interest; 


(k) “specified adjustment factor’ — “specified adjust- 
ment factor” for a taxation year in respect of a Plan 
means 


(i) where the Plan is administered by a trader or 
dealer in securities, nil, and 


(ii) where the Plan is administered by a mutual fund 
corporation, a mutual fund trust or an insurer, the 
amount, if any, obtained when .100 is subtracted 
from the quotient obtained when 


(A) the aggregate of 


(1) the total of all amounts that are obtained 
by determining, for each month in the year, 
the fair market value of all property, other 
than securities described in subparagraph 
(j)G), owned by the administrator in respect 
of the Plan at the end of a day (to be selected 
by the administrator) of the month after the 
twenty-third day thereof, and 


(II) the total of all amounts that are obtained 
by determining, for each month in the year, 
the fair market value of all property, other 


than securities described in subparagraph 
(j)(i), owned by the administrator in respect 
of the Plan at the end of a day (tobe selected 
by the administrator) between the tenth and 
twentieth days of the month 


is divided by 
(B) the aggregate of 


(I) the total of all amounts that are, obtained 
by determining, for each month in the year, 
the fair market value of all property owned 
by the administrator in respect of the Plan at 
the end of such day of that month as was 
used in computing the fair market value for 
that month for the purposes of subclause 
(A)(), and 


(II) the total of all amounts that are obtained 
by determining, for each month in the year, 
the fair market value of all property owned 
by the administrator in respect of the Plan at 
the end of such day in the month as was 
used in computing the fair market value for 
that month for the purposes of subclause 
(A)(I), 


except that where the amount thus obtained is .400 or 
greater, it shall be deemed to be 1; and 


(1) “trader or dealer in securities” — “trader or dealer 
in securities” means a person 


(i) who is registered or licensed under the laws of a 
province to trade in securities and who is a member 
of a prescribed contingency fund, 


(ii) that is 
(A) a bank to which the Bank Act or the Quebec 
Savings Banks Act applies, 


(B) a corporation licensed or otherwise author- 
ized under the laws of Canada or a province to 
carry on in Canada the business of offering to 
the public its services as trustee, or 


(C) a credit union, 


and that purchases or sells, through a person de- 
scribed in. subparagraph (i), securities as agent for 
other persons, or 


(ii1) who is a prescribed person. 


(2) Acquisitions and dispositions under a Plan — Where, 
in any month, a taxpayer who is a participant under a Plan 
owns a security that is a qualified security in relation to the 
Plan and that is, or would but for this section and subpara- 
graph 39(1)(a)(v) be, a capital property of the taxpayer, the 
following rules apply: 


(a) where 


(i) the security was acquired or disposed of by the 
taxpayer at any time in the month, 


(ii) the administrator of the Plan treats the acquisition 


or disposition as having taken place under the Plan, 
and 


(iii) the taxpayer does not notify the administrator of 
the Plan in writing within 21 days after the end of the 
month that the security was not acquired or disposed 
of under the Plan, 


the security shall be deemed to have been acquired or 
disposed of under the Plan; 


(b) where 


(i) the security was acquired or disposed of by the 
taxpayer at any time in the month, 
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(ii): the administrator of the Plan does not treat the 
acquisition or disposition as having taken place 
under the Plan, and 


(iii) the taxpayer notifies the administrator of the 
Plan in writing within 21 days after the end of the 
month that the security was acquired or disposed of 
under the Plan, 


the security shall be deemed to have been acquired or 
disposed of under the Plan; and 


(c) where the security was not acquired under the Plan by 

‘the taxpayer and the taxpayer notifies the administrator 
of the Plan in writing at any time that the security is to be 
transferred to the Plan, the security shall be deemed to 
have been disposed of immediately before that time by 
the taxpayer for proceeds of disposition equal to its fair 
market value at that time and shall be deemed to have 
been reacquired under the Plan by the taxpayer immedi- 
ately after that time at a cost equal to that fair market 
value. 


(iii) the total of all amounts that are obtained by de- 
termining, for each put or call option referred to in 
clause (iv)(B) or (C) that was closed out under the 
Plan in the month, the cost of closing out that option, 


exceeds the aggregate of; 


(iv) the total of all amounts that are obtained by de- 
termining, for 


(A) each indexed security owned by the taxpayer 
under the Plan that was disposed of in the 
month, 


(B) each call option written.under the Plan in the 

month on a prescribed stock exchange in Canada 

in respect of a security 

(1) that is an indexed security owned by the 
taxpayer under the Plan, 


(II) that the taxpayer will acquire under the 
Plan if he exercises a call option owned 
under the Plan that, together with the call 
option written under the Plan, is recognized 


(3) Indexing base at beginning of year — For the purposes 
of subsection (4), where a taxpayer is a participant under a 
Plan at the beginning of a taxation year, the indexing base of 
the Plan at that time is 


as a spread position by a prescribed stock 
exchange in Canada, or 


(III) that the taxpayer will acquire under the 


(a), where the taxpayer had a gain from the Plan for the 
preceding taxation year, the amount, if any, by which 


(i) the amount, if any, by which 


(A) the fair market value of all indexed securities 
owned by the taxpayer'under the Plan at the end 
of the preceding taxation year 


exceeds 


(B) the total of all amounts that are obtained by 
determining, for each put or call option referred 
to in clause (4)(a)(iv)(B) or (C) outstanding 
under the Plan at the end of the preceding taxa- 
tion year, the amount that the taxpayer would 
have had to pay at that time to close out that op- 
tion on a prescribed stock exchange in Canada 


exceeds 


(11) the amount, if any, by which the taxpayer’s gain 
from the Plan for the preceding taxation year exceeds 
the taxpayer’s capital gain from the Plan for the pre- 
ceding taxation year; and 


(b) in any other case, the aggregate of ) 
(i) the amount referred to in subparagraph (a)(i), and 


(ii) the amount, if any, by which the taxpayer’s loss 
from the Plan for the preceding taxation year exceeds 
the taxpayer’s capital loss from the Plan for the pre- 
ceding taxation year. 


Plan if he exercises a right or warrant owned 
under the Plan that does not expire at a time 
prior to the time at which the call option 
written under the Plan expires, and 


(C) each put option written under the Plan in the 
month on a prescribed stock exchange in Canada 
in respect of a security that is a qualified security 
in relation to the Plan and that the taxpayer will 
acquire under the Plan if exercised, 


the amount, if any, by which the proceeds to the taxpayer 
from such disposition or writing exceed such of any out- 
lays and expenses with respect to the disposition or writ- 
ing as were made or incurred by the taxpayer for the pur- 
pose of making the disposition or writing, and 


(v) the amount, if any, by which 


(A) the total of all amounts that are: obtained by 
determining, for each preceding month in the 
year, the indexed gain amount, if any, of the tax- 
payer from the Plan for that preceding month 


exceeds 


(B) where any portion of an indexed gain 
amount of the taxpayer from the Plan for a pre- 
ceding month in the year had the effect of reduc- 
ing to a lesser amount the amount that would 
otherwise have been the indexing base of the 
Plan at the end of any month following (and in 
the same year as) the preceding month, the total 


(4) Indexing base at end of a month and indexed gain 
amount for a month — For the purposes of this subsection 
and subsections (5) and (24), where a taxpayer is a participant 
under a Plan in any month in a taxation year, 


_of all such portions that had that effect; and 


(b) the indexed gain amount of the taxpayer for the 
month from the Plan is the amount, if any, by which the 
total determined under subparagraph (a)(iv) exceeds the 
aggregate of the product determined under. subparagraph 
(a)(G) and the totals determined under subparagraphs 
(a)(ii) and (iii). 

(5) Indexed gain or loss — For the purposes of subsection 

(7), where a taxpayer is a participant under a Plan in a taxa- 

tion year, 


(a) the indexing: base of the Plan at the end of the month 
is the amount, if any, by which the aggregate of 


(i) the product obtained when the indexing factor for 
the month is multiplied by 


(A) where the month is the first month in the 
year, the indexing base of the Plan at the begin- - 


ning of the year, and 


(B) in any other case, the indexing base of. the 
Plan at the end of the preceding month, 


(ii) the total of all amounts that are obtained by de- 
termining, for each indexed security acquired under 
the Plan by the taxpayer in the month, the cost of the 
security, and 


(a) the indexed gain of the taxpayer for the year from the 
Plan is the aggregate of 
(i) the amount, if any, by which 
(A) the total of all amounts that are obtained by 
determining, for each month in the year, the in- 
dexed gain amount of the taxpayer from the Plan 
for the month 
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exceeds 


(B) where any portion of an indexed gain 
amount of the taxpayer from the Plan for a 
month in the year had the effect of reducing to a 
lesser amount the amount that would otherwise 
have been the indexing base of ‘the Plan at the 
end of any month following (and in the same 
year as) that month, the total of all such portions 
that had that effect, and 


(ii) the amount, if any, by which 
(A) the amount, if any, by which 


(1) the fair market value of all indexed secur- 
ities owned by the taxpayer under the Plan at 
the end of the year 


exceeds 


(II) the indexing base of the Plan at the end 
of the last month in the year 


exceeds 


(B) the total of all amounts that are obtained by 
determining, for each put or call option referred 
to in clause (4)(a)(iv)(B) or (C) outstanding 
‘under the Plan at the end of the year, the amount 
that the taxpayer would have to pay at that time 
to close out that option on a prescribed stock ex- 
change in Canada; and 


(b) where the gain described in paragraph (a) is nil, the 
indexed loss of the taxpayer for the year from the Plan is 
the amount, if any, by which 


(i) the’ indexing -base described in subclause 
(a)(ii)(A)CD) 
exceeds 

(11) the amount, if any, by which . 
(A) the fair market value described in subclause 
(a)Gi)(A)) 

exceeds 
(B) the total described in clause (a)(ii)(B). 


(6) Unindexed gain or loss — For the purposes of subsec- 
tion (7), 


(a) a taxpayer’s unindexed gain for a taxation year from a 
Plan is the amount that would be determined under para- 
graph, (5)(a) to be the indexed gain of the taxpayer for the 
year from the Plan if the indexing factor for each month 
in the year were one; and 


(b) a taxpayer’s unindexed loss for a taxation year from a 
Plan is the amount that would be determined under para- 
graph (5)(b) to be the indexed loss of the taxpayer for the 
year from the Plan if the indexing factor foreach month 
in the year were one. 


(7) Gain or loss — For the purposes of subsections (3), (9), 
(10), (24), 48(1.1), 70(5.4), 104(5.1) and 128(2), 


(a) the gain of a taxpayer for a taxation year from.a Plan 
is 


(i) where the taxpayer had an indexed gain and an 
unindexed gain for the year from the Plan, the aggre- 
gate of 


(A) the indexed gain of the taxpayer for the year 
from the Plan, and 


(B) the product obtained when the specified ad- 
justment factor of the taxpayer for the year in re- 
spect of the Plan is multiplied by the amount, if 
any, by which 
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(1) the unindexed gain of the taxpayer for the 
year from the Plan 


exceeds 


(II) the indexed gain of the taxpayer for the 
year from the Plan, and 


(11) where the taxpayer had-an indexed loss and an 
unindexed gain for the year from the Plan, the 
amount, if any, by which 


(A) the product obtained when the specified ad- 
justment factor of the taxpayer for the year in re- 
spect of the Plan is multiplied by the aggregate 
of 
(1) the indexed loss of the taxpayer for the 
year from the Plan, and 


(II) the unindexed gain of the taxpayer for 
the year from the Plan 


exceeds 


(B) the indexed: loss of the taxpayer for the year 
from the Plan; and 


(b) the loss of a taxpayer for a taxation year from a Plan 
1S 
(1) where the taxpayer had an indexed loss and an 
unindexed loss for the year from the Plan, the 
amount, 1f any, by which: 


(A) the indexed loss of the taxpayer for the year 
from the Plan 


exceeds 


(B) the product obtained when the specified ad- 
justment factor of the taxpayer for the year in re- 
spect of the Plan is multiplied by the amount, if 
any, by which 


(1) the indexed loss of the taxpayer for the 
year from the Plan 


exceeds 


(II) the unindexed loss of the taxpayer for 
the year from the Plan, and 


(11) where the taxpayer had an indexed loss and an 
unindexed gain for the year from the Plan, the 
amount, if any, by which 


(A) the indexed loss of the taxpayer for the year 
from the Plan 


exceeds 


- (B) the amount determined under clause 


(a)(1i)(A). 


(8) Where Consumer Price Index declines — Where in a 
taxation year a taxpayer is a participant under a Plan and the 
Consumer Price Index, as published by. Statistics Canada 
under the authority of the Statistics Act, for the month imme- 
diately preceding the last month of the year or, where the tax- 
payer ceased to be a participant under the Plan in the year, the 
month immediately preceding: the month in which he so 
ceased is less than the Consumer Price Index so published for 
the month two months preceding the first month of the year 
or, where the taxpayer commenced to be a participant under 
the Plan in the year, the month immediately preceding the 
month in which he so commenced, subsection (7) shall, for 
the purpose of determining any gain or loss of the taxpayer 
for the year from the Plan, be read as if any reference therein 
to i 


“. ieee} i é. - s > 
(a) “indexed gain” were a reference to “unindexed gain”; 
(b) “unindexed gain” were a reference to “indexed gain”; 


(c) “indexed loss” were a reference to “‘unindexed loss”; 
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(d) “unindexed loss” were-a reference to “indexed loss”; 
and 

(e) “the specified adjustment factor” were a reference to 
“one minus the specified adjustment factor’. 


(9) Capital gain or loss — Where a taxpayer is a participant 
under a Plan in a taxation year, 


(a) the taxpayer’s.capital gain for the year from. the Plan 
is the. greater of 


(i) '/s of the gain of the taxpayer for the year from the 
Plan, and 


(11) the amount, if any, by which 


(A) the gain of the taxpayer for the year from the 
Plan 


exceeds 
(B) the amount, if any; by which 


(1) the fair market value of all indexed secur- 
" 1t1e§ owned by the taxpayer under the Plan at 
the end of the year wie 


exceeds . . 


(ID) ite: total of all amounts that are obtained 
by determining, for each put or call option 
referred to in clause (4)(a)Gv)(B) or (C) out- 
standing under the Plan at the end of the 
year, the amount that the taxpayer would 
have to pay at that time to close out that op- 
tion on a prescribed stock pxchangey in Can- 
ada; and 


(b) the taxpayer’s capital loss for the year from the Plan 
is '/4 of the, loss of the taxpayer for the year from the Plan. 


(10) Termination of a Plan — Where at any particular time 
in a taxation year a Plan under which a taxpayer is the partici- 
pant is terminated, the following rules apply: 


(a) the taxpayer’s indexed gain or loss, as ‘the case may 
be, for the year from the Plan,and unindexed. gain or loss, 
as the case may be, for the year from the Plan shall be 
computed as if the year ended.at the end, of-the month in 
which the Plan was terminated; 


(b) each indexed security owned under the Plan by the 
taxpayer immediately before the particular time, shall be 
deemed to have been disposed of under the Plan at that 
time for proceeds of disposition equal to the fair market 
value of the security at that time; 


(c) each security deemed to have been disposed of by vir- 
tue of paragraph (b) shall be deemed to be reacquired 
outside the Plan by the taxpayer immediately after the 
particular time at a cost equal to the amount for which it 
was so deemed to have been disposed of; 


(d) each put or call option ‘referred to in clause 
(4)(a)(iv)(B) or (C) outstanding under the Plan immedi- 
ately before the particular time shall be deemed to have 
been closed out under the Plan at that.time ata cost equal 
to the amount the taxpayer would have had to pay. at that 
time if he had actually. closed. out the option on a pre- 
scribed stock exchange in Canada; 


(e) each put or call option deemed to have been closed 
out by virtue of paragraph (d) shall be deemed to be writ- 
ten outside the Plan by the taxpayer immediately after the 
particular time for proceeds equal to the amount at which 
the option was.so deemed to have been closed out; and 


(f) where the taxpayer had a loss for the year from the 
Plan, the taxpayer shall, notwithstanding subsection (9), 
be deemed to have a capital loss from the Plan for the 
year, and each of the four subsequent taxation years equal 
to '/s. of the taxpayer’s loss for the year from the Plan. 
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(11) Deemed termination of a Plan — Where 


(a) a taxpayer who was a participant under a Plan at the 
end of a taxation year had a loss for the year from the 
Plan of less than $2,500 and did not own any indexed 
securities. under the Plan at the end of the year or have 
any obligations in respect of options referred to in clause 
(4)(a)(v)(B) or (C) outstanding under the Plan at the end 
of the year, 


(b) at any particular time in a taxation year a trust that is 
a participant under a Plan ceases to be a trust described in 
clause (1)(f)G)(A),. or 


(c) at any particular time in+a taxation year a taxpayer 
who is a participant under a Plan writes a call option 
under the Plan in respect of an indexed security and the 
option is not written on a prescribed stock exchange in 
Canada, | 


the Plan shall be-deemed to be bacon eain at the end of the 
year, or at the particular time, as the case may be. 


(12) Termination of a trust — Where paragraph (10)(f) is 
applicable in a.taxation year to a trust:in respect of a Plan and 
at any time in that year the trust is terminated, the trust shall, 
notwithstanding that paragraph, be deemed to have a capital 
loss from the Plan for that year equal to the aggregate of all 
amounts that are obtained by determining every amount that, 
but for the termination of the trust, would have been a capital 
loss of the trust from the Plan for that year or any subsequent 
taxation year. 


(13) Indexed securities exchanged! or replaced — Not- 
withstanding any other provision of this’Act, other than sub- 
sections (17) and 49(3) and paragraph 69(1)(b), where at any 
particular time an indexed. security. owned by a, taxpayer 
under a Plan is exchanged for or replaced by other property, 
the following rules apply: 


(a) the indexed security shall be deemed to have been 
disposed of under the Plan by the taxpayer immediately 
before the particular time for proceeds of disposition 
equal to the fair market value of the other property at that 
time; 


(b) where the other property includes a qualified security 
in relation to. the Plan, the qualified security. shall be 
deemed to be an indexed security acquired under the Plan 
by the taxpayer immediately after the particular time at a 
cost equal to: its fair market value at that time; and 


(c) where the other property includes a particular prop- 
erty that is not a qualified security in relation to,the Plan, 
the particular property shall be deemed to have: been ac- 
quired outside the Plan by the taxpayer immediately after 
the particular time at a cost equal to its fair market value 
at that time. 


(14) Rights and stock dividends — Where at any time a 
taxpayer who is a participant under a Plan receives, in respect 
of an indexed security owned under the Plan, a right de- 


scribed in clause (1)Q)G)(B) at nil cost or a stock dividend 


that is not a dividend, and the right or stock dividend is a 
qualified security in relation to the Plan, such right or stock 
dividend shall be deemed to be acquired under the Plan by the 
taxpayer at that time at a cost equal to nil. 


(15) Indexed securities withdrawn from a Plan or that 
cease to be qualified securities — Where at any particular 
time a security that is an indexed security owned under a Plan 
by a taxpayer is withdrawn from the Plan or ceases to be a 
qualified security in relation to the Plan, the following rules 
apply: 
(a) the security shall be deemed to have been disposed of 
under the Plan by the taxpayer immediately before the 
particular time for proceeds of disposition equal to its fair 
market value at that time; and 
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(b) the security shall be deemed to have been reacquired 
outside the Plan by the taxpayer immediately after the 
particular time at a cost equal to the fair market value 
referred to in paragraph (a). 


(16) Disqualification of option written under Plan — 
Where at any time a put or call option outstanding under a 
Plan ceases to be in respect of a security described in clause 
(4)(a)(iv)(B) or (C), the following rules apply in respect of 
the taxpayer who is the participant under the Plan; 


(a) the taxpayer shall be deemed to have closed out the 
option under the Plan immediately before that time at a 
cost equal to the amount that the taxpayer would have 
had to pay at that time if he had actually closed out the 
option on a prescribed ‘stock:exchange in Canada; and 


(b) the taxpayer shall be deemed to have written the op- 
tion outside the Plan immediately after that time for pro- 
ceeds of disposition equal to the amount at which the op- 
tion was deemed to have been closed out under paragraph 


(a). 


(17) Exercise of options — Where at any particular time a 
taxpayer who 1s a participant under a Plan disposes of an in- 
dexed security owned under the Plan by virtue of the exercise 
of a put option-owned or a call option written outside the 
Plan, the taxpayer shall be deemed to have’ disposed of the 
security under the Plan immediately before the time that is 
immediately before the particular time for proceeds of dispo- 
sition equal to the fair market value of the security at the par- 
ticular time and to, have reacquired. the security outside the 
Plan immediately before the particular time at a cost equal to 
that fair market value. 


(18) Shares of a mutual fund corporation — For the pur- 
poses of subparagraph (4)(a)(iv) and paragraph 131(1)(b), 
where a taxpayer owns a share of the capital stock of a mu- 
tual fund corporation under a Plan, the following rules apply: 


(a) any amount received in respect of the share by the 
taxpayer at any time in a taxation year in relation to a 
period during which the share was so owned that would, 
but for this paragraph, be deemed by paragraph 131(1)(b) 
to be'a' capital gain of the taxpayer for ‘the year from the 
disposition of capital property shall be deemed to be pro- 

- ceeds received.at that.time on the disposition of the share 
and not to be a capital gain of the taxpayer for the year 
from the disposition of capital property; and 


(b) any amount received by the taxpayer on the redemp- 
tion, in whole or in part, of the share in relation to a pe- 
riod during which the share was so owned shall, notwith- 
standing any other provision of this Act, be deemed to be 
proceeds received by the taxpayer on the disposition of 
the share. 


(19) Units of a mutual fund trust — For the purposes of 
subparagraph (4)(a)(iv), subsections 104(13) and (14) and 
section 105, where a taxpayer owns a unit of a mutual fund 
trust under a Plan, the following rules apply: 


(a) any amount that becomes receivable by the taxpayer 
in respect of the unit at any. time ina taxation year in 
relation to a period during which the unit was so owned 
that would, but for this paragraph, be deemed by virtue of 
subsection 104(13) or (14) or section 105, whichever is 
applicable, and subsection 104(21) to be a taxable capital 
gain of the taxpayer for the year from the disposition of 
capital property shall, notwithstanding those provisions, 
(1) be deemed to be proceeds received at that time on 
the disposition of the unit, 


(11) not be included in computing the’ income of the 
taxpayer for the year by virtue of subsection 104(13) 
or (14) or section 105; as the case may be, and 
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(iii) not be deemed by virtue of subsection 104(21) to 
be a taxable capital gain of the taxpayer for the year 
from the disposition of capital property; and 


(b) any amount received by the taxpayer as, on account 
of or in lieu of payment of, or in satisfaction of a distribu- 
tion or payment of, capital in respect of the unit in rela- 
tion to a period during which the unit was so owned 
shall, notwithstanding any other provision of this Act, be 
deemed to be proceeds received ms the taxpayer on the 
disposition of the unit. 


(20) Interest in a related segregated fun trust — For the 
purposes of this subdivision, where a taxpayer owns an inter- 
est in a related segregated fund trust poder a Plan, the follow- 
ing rules apply: : 


(a) any amount required by paragraph 138.1(1)(g) to be 
added at any time to the cost of the interest to the tax- 
payer shall be deemed to be a cost in respect of an inter- 
est in the trust acquired by the taxpayer at that time; 


(b) any amount deemed by paragraph 138.1(1)(f) to be an 
amount payable at any time in respect of the interest shall 
be deemed to be a cost in respect of an interest in the 
trust acquired by the taxpayer at that time; 


(c) any amount deemed by subsection 138.1(3) to be a 
capital gain or capital loss of the taxpayer for a taxation 
year from the disposition of property shall not be in- 
cluded in computing the taxpayer’s taxable capital gains 
or allowable capital losses, as the case may be, for the 
year, 


(d) any amount deemed by subsection: 138.1(4) to be a 
capital gain or capital loss allocated to the taxpayer in a 
taxation year shall not be included in computing the tax- 
payer’s taxable capital gains or allowable capil losses, 
as the case may be, for the year; and: 


(e) any acquisition fee, within the meaning of subsection 
138.1(6), in respect of the interest shall be deemed to be a 
cost in respect of the interest: 


(21) Where more than one Plan — Where at any time a 
taxpayer becomes a participant under two or more Plans ad- 
ministered by the same trader or dealer in securities, all such 
Plans shall be deemed to become one Plan. 


(22) Transfers between Plans — Where in any month in a 
taxation year there is a transfer by a taxpayer ofall indexed 
securities owned by him under a Plan under which the tax- 
payer is the participant and of all obligations outstanding 
under the Plan in respect of options written under the Plan (in 
this subsection referred to as the “first Plan’) to another Plan 
under which the taxpayer is the participant (in this subsection 


_teferred to as the “second Plan”) and immediately thereafter 


the first Plan is terminated, notwithstanding any other provi- 
sion of this section, the following rules apply: 


(a) the taxpayer shall be deemed to have no capital gain 
or loss. for the year from the first Plan; 


(b) for the purpose of computing the taxpayer’s capital 
gain or loss, as the case ark be, for the Lp from the 
second Plan, 


(i) where the taxpayer was not the participant under 
the second Plan at the end of the preceding month, he 
shall be deemed to have become the particapant) at the 
end of the preceding month, 


(11) all acquisitions and dispositions and each writing 
of an option in the month under the first Plan, other 
than dispositions arising by virtue of the transfer, 
shall be deemed to have taken Place, under the second 
Plan, 


(iii) the taxpayer shall be deemed to have acquired 
indexed securities under the second Plan on the last 
day of the preceding month at a cost equal to the 
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amount of the: indexing base, if any, of the first Plan 


at the end of the preceding month, and 


(iv) the taxpayer shall be deemed to have disposed of 
indexed securities under the second Plan on the last 
day of the preceding month for proceeds of disposi- 
tion equal to the amount, if any, by which 


(A) the total of all amounts that are obtained by 
determining, for each preceding month in the 
year, the indexed gain amount) of the taxpayer 
from: the first Plan for the pig month 


exceeds 


(B) where any portion of an indexed gain 
amount of the taxpayer from the first Plan for a 
preceding month in the year had the effect of re- 
ducing to a lesser amount the amount that would 
otherwise have been the indexing base of the 
first Plan at the end of any month in that year 
following that month, the total of all ‘such por- 
tions that had that effect; and 


(¢) the administrator of the first Plan shall, without notice 
or demand, within 21 days after the end of the month, 


(i) file with the Minister a.return in respect of the 
transfer in prescribed form and containing prescribed 
information, and 


(ii) send or deliver in person two copies of the return 
to each of the taxpayer and the administrator of the 
second Plan at their latest known address. 


(23) Taxation year — Where a taxpayer who is a ial titi tnt r 


under a Plan has a taxation year that ends on a particular day 
other than the last day of a month, the taxpayer’s gain or loss 
for the year from the Plan shall be computed as if the taxation 
_ year of the taxpayer were the period beginning on the first 
day of the first month ending in the year and ending on 


(a) where the year was a taxation year deemed to have 
-ended by virtue of paragraph 128(2)(d), the last day of 
the month that includes the particular day; and » 


(b) in any other case, the last day of the last month end- 
ing in the year. 
(24) Avoidance — Where 


(a) at any particular time in a taxation year a taxpayer 
who is a participant under a Plan withdraws an indexed 

security from the Plan or disposes of an indexed security 
owned by him under the Plan, 


(b) the taxpayer has an indexed gain amount from the 
Plan for any month in the year, and 


(c) the withdrawal or disposition was part of a transaction 
or event or series of transactions or events that may rea- 
sonably be considered to have artificially or unduly de- 
creased any gain or increased or created any loss 


(i) of the taxpayer from a Plan for the year, or 


(ii) of any person not dealing at arm’s length with the 
taxpayer from a Plan under which the person was a 
participant in the taxation year in which the particu- 
lar time occurred, . 


the specified adjustment factor in respect of each Plan re-. 


ferred to in paragraph (c) for the taxation year in which the 
particular time occurred shall, OGM ae paragraph 
(1)(k), be deemed to be one. 


(25) [dem — Where the result of one or,more acquisitions, 
dispositions, exchanges, declarations of trust or other transac- 
tions of any. kind whatever under a Plan (including the direct 
or indirect matching of a long position under a Plan with a 
short position outside of that Plan) is that a taxpayer or a per- 
son with whom the taxpayer does not deal at arm’s length 
may reasonably be considered, other than in circumstances 
described in subsection (24), to have artificially or unduly de- 
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‘creased or deferred the amount of taxesthat would otherwise 

be payable under this Act for a taxation year, the taxpayer 
shall be deemed to have terminated the Plan at the later of the 
time the Plan was tbo mits and the commencement of ae 
year.’ 094 


(26) Return required — Every person who administers a 
Plan under which a taxpayer is a participant in a taxation year 
shall, without notice or demand, within 60 days from the end 
of the year, 


(a) file with the Minister a return for the year in pre- 
scribed form and containing prescribed information; and 


(b) forward or deliver in person two copies of the return 
to the taxpayer at his latest known. address. 


That: portion of subsec. 47.1(7) preceding para. (a) amended by 
1985, .c. 45, subsec. 19(1), to add reference. to, subsec. 48(1: 1), appli- 
cable after September 1983. 


Para. 47.1(20)(e) added by 1985, c. 45, mort 19(2), applicable 
after September 1983. 


S. 47.1 added by TOSAreCHilese. ly applicable after September 30, 
1983. 


Definitions [s. 47.1]: “amount” — 248(1); “capital loss” — 
39(1)(b), 248(1); ompOranon Eee), Interpretation Act 35(1); 
“pr6ceeds” of disposition” 54; “taxation year” —- 249; “tax- 
payer” — 248(1). ° ; 


Regulations [s. 47.1]: 3200 (prescribed stock exchange). — 


48. (1) [Repealed] 


History: Subsec. 48(1) repealed by 1994, c. 21, s. 19, applicable 
after 1992 except that, where a corporation elects in accordance 
with paragraph 111(4)(a) of 1994, c. 21 (e., elects before the end 
of December 1994 for new subsec. 250(5.1) to apply in respect of a 
continuance before 1993), the repeal applies to the corporation from 
the corporation’s time of continuation (within the meaning assigned 
by that paragraph). That subsec. formerly read: 


48. (1) Deemed disposition of property. where taxpayer 
has ceased to be resident in Canada — For the purposes 
of this subdivision, where a taxpayer has ceased, at any par- 
ticular time in a taxation year and after 1971, to be resident in 
Canada, the taxpayer shall be, deemed to have. disposed, im- 
mediately before the particular time, of each property,.other 
than 


(a) any property that would, be taxable Canadian property 
if at no time in the year the taxpayer had been resident in 
Canada except where the taxpayer is an individual other 
than a trust and the taxpayer has elected in prescribed 
manner and. within a prescribed time. to be deemed to 
have disposed of such property owned. by the taxpayer 
immediately before the particular time, 


(b) a right to receive any payment described in paragraph 
212(1)(h), in any of paragtaphs 212(1)G) to (q) anda 
right to receive any payment of a benefit under the Can- 
ada Pension Plan or a provincial pension plan as defined 
in section 3 of that Act, or 


(c) where the taxpayer is an individual other than a trust 
or was, immediately before the particular time, a Cana- 
dian corporation, any property, not described in paragraph 
(a) or. (b) in respect of which, the taxpayer has elected in 
prescribed manner and within prescribed time and has 
furnished the Minister with security acceptable to the 
Minister for the payment of the additional tax under this 
Part that would have been payable by the taxpayer if the 
taxpayer had not so elected, 


that was owned by the taxpayer immediately before the par- 
ticular time for proceeds of disposition equal to the fair mar- 
ket value of the property immediately before the particular 
time and to have reacquired the property immediately after 
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the taxpayer so ceased to be resident in Canada at a cost equal 
to that fair market value, except that where the taxpayer has 
made an election under paragraph (a) or (c), the total of the 
taxpayer’s allowable capital losses for the year from disposi- 
tions under this subsection of such of those properties as were 
not listed personal property of the taxpayer shall be deemed 
to be the lesser of that total otherwise determined and the to- 
tal of the taxpayer’s taxable capital gains for the year from 
the dispositions under this subsection of such of those proper- 
ties as were not listed personal property of the taxpayer. 


Pre-RSC History: Para. 48(1)(a) and all that portion of subsec. 
48(1) following para. (c) substituted by 1986, c. 6, subsecs. 21(1), 
(2), applicable to 1985 et seq., except that for the 1985 taxation year 
para. 48(1)(a) shall be read as follows: 


(a) any property that is an indexed security or that would be 
taxable Canadian property if at no time in the year he had 
been resident in Canada except where the taxpayer is an indi- 
vidual other than a trust and he has elected in prescribed man- 
ner and within a prescribed time to be deemed to have dis- 
posed of such property owned by him immediate before the 
particular time. 


Para. 48(1)(a) and that portion of subsec. 48(1) following para. (c) 
formerly read: 


(a) any property that is an indexed security or that would be 
taxable Canadian property if at no time in the year he had 
been resident in Canada, 


(d) where the taxpayer is an individual other than a trust, the 
aggregate of his taxable capital gains for the year from dispo- 
sition of such of those properties as were not listed personal 
property of the taxpayer shall be deemed to be the amount, if 
any, by which 


(i) that aggregate otherwise determined, 
exceeds 
(ii) $2,500, 


(e) where the taxpayer is an individual other than a trust, the 
aggregate of his gains for the year from dispositions of such 
of those properties as were listed personal property of the tax- 
payer shall be deemed to be the amount, if any, by which that 
aggregate otherwise determined exceeds 2 times the amount 
by which $2,500 exceeds the amount determined under sub- 
paragraph (d)(i) in respect of the taxpayer for the year, and 


(f) where the taxpayer has made an election under paragraph 
(c), the aggregate of the taxpayer’s allowable capital losses 
for the year from dispositions of such of those properties as 
were not listed personal property of the taxpayer shall be 
deemed to be the lesser of that aggregate otherwise deter- 
mined and the amount, if any, deemed by paragraph (d) tr be 
the aggregate of his taxable capital gains for the year from 
dispositions of such of those properties as were not listed per- 
sonal property of the taxpayer. 


Para. 48(1)(c) substituted by 1984, c. 45, s. 13, to delete “whether 
such security is by way of a charge of any kind on property of the 
taxpayer or any other person or by way of guarantee from any other 
person” from the end, applicable after February 15, 1984. 


Para. 48(1)(a) substituted by 1984, c. 1, subsec. 18(1), applicable 
with respect to taxpayers who cease to be resident in Canada after 
September 30, 1983, to add “that is an indexed security or”. 


Para. 48(1)(b) substituted by 1979, c. 5, s. 13, applicable to 1978 et 
seq., to substitute “(q)” for “(p)”. 


Para. 48(1)(b) substituted by 1976-77, c. 4, s. 12, applicable to 1975 
et seq. Para. (b) formerly read: 


(b) a right to receive any payment described in any of 
paragraphs 121(1)(h) to (0); or 


(1.1) [Repealed under former Act] 
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Pre-RSC History: Subsec. 48(1.1) repealed by 1986, c. 6, subsec. 
21(3), applicable to 1986 et seg. Subsec. 48(1.1) formerly read: 


(1.1) Gains and losses from indexed security investment 
plans where taxpayer has ceased to be resident in Can- 
ada — For the purposes of this subdivision, where a taxpayer 
has ceased at any particular time in a taxation year to be resi- 
dent in Canada, the following rules apply: 


(a) each indexed security investment plan under which 
the taxpayer was a participant at the particular time shall 
be deemed to have been terminated immediately before 
that time and, notwithstanding paragraph 47.1(10)(f), the 
taxpayer’s capital gain or capital loss for the year from 
each such plan shall be deemed to be the amount of the 
taxpayer’s gain or loss, as the case may be, for the year 
from that plan and the taxpayer shall be deemed not to 
have a capital loss from that plan for any subsequent tax- 
ation year; and 


(b) where paragraph 47.1(10)(f) is applicable in the year 
to the taxpayer in respect of an indexed security invest- 
ment plan, the taxpayer shall, notwithstanding that para- 
graph, be deemed to have a capital loss from the plan for 
the year equal to the aggregate of all amounts that are 
obtained by determining every amount that, but for this 
paragraph, would have been a capital loss of the taxpayer 
from the plan for the year or any subsequent taxation 
year and not to have a capital loss from the plan for any 
subsequent taxation year. 


Subsec. 48(1.1) added by 1984, c. I, subsec. 18(2), applicable with 
respect to taxpayers who cease to be resident in Canada after Sep- 
tember 30, 1983. ; 


(2) [Repealed] 


History: Subsec. 48(2) repealed by 1994, c. 21, s. 19, applicable 
after 1992 except that, where a corporation elects in accordance 
with paragraph 111(4)(a) of 1994, c. 21 (1.e., elects before the end 
of December 1994 for new subsec. 250(5.1) to apply in respect of a 
continuance before 1993), the repeal applies to the corporation from 
the corporation’s time of continuation (within the meaning assigned 
by that paragraph). That subsec. formerly read: 


(2) Property in respect of which election made deemed 
to be taxable Canadian property — Any property of-a tax- 
payer described in paragraph (1)(c) in respect of which the 
taxpayer has made an election under that paragraph shall be 
deemed to be taxable Canadian property of the taxpayer from 
the time immediately after the taxpayer ceased to be resident 
in Canada until the time immediately after the taxpayer 


(a) disposes of it, or 
(b) next becomes resident in Canada, 


whichever first occurs. 


(3) [Repealed] 


History: Subsec. 48(3) repealed by 1994, c. 21, s. 19, applicable 
after 1992 except that, where a corporation elects in accordance 
with paragraph 111(4)(a) of 1994, c. 21 (i.e., elects before the end 
of December 1994 for new subsec. 250(5.1) to apply in respect of a 
continuance before 1993), the repeal applies to the corporation from 
the corporation’s time of continuation (within the meaning assigned 
by that paragraph). That subsec. formerly read: 


(3) Deemed acquisition of property on becoming a 
resident of Canada — For the purposes of this subdivision, 
where a taxpayer has become, at any particular time in a taxa- 
tion year and after 1971, resident in Canada, the taxpayer 
shall be deemed to have acquired at the particular time each 
property owned by the taxpayer at that time, other than 


_ (a) property that would be taxable Canadian property if 
the taxpayer had disposed of it immediately before the 
particular time, or 
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(b) property described in paragraph (1)(c) in respect of 
which the taxpayer had previously made an election 
under that paragraph in respect of the last preceding time’ 
the taxpayer ceased to be resident in Canada, 


at a cost equal to its fair market value at the particular time. | 


Pre-RSC History: Para. 48(3)(a) amended by 1986, c. 6, subsec. 
21(4) to substitute “taxable Canadian property” for “property de- 
scribed in paragraph (1)(a)”, applicable to 1985 et seq. 


(4) [Repealed] 


History: Subsec. 48(4) repealed by 1994, c. 21, s. 19, applicable 
after 1992 except that, where a corporation elects in accordance 


with paragraph 111(4)(a) of 1994, c. 21 (i.e., elects before the end. 


of December 1994 for new subsec. 250(5.1) to apply in respect ofa 
continuance before 1993), the repeal applies to’the corporation from 
the corporation’s time of continuation (within the meaning assigned 
by that paragraph). That subsec. formerly read: 


(4) Exception where taxpayer resident. in Canada for 
short term only — Subsection (1) does not apply in. respect 
of any property owned by an individual other than a trust at 
the particular time immediately before the individual ceased 
to be resident in Canada, if | 


(a) the property was 


(1) owned by the: individual aniinedintelyy before the 
individual last became resident in Canada, or 


(ii) acquired by the individual by inheritance or: be- 
quest.at any time after the individual last became res- 
ident in Canada; and 


(b) during the 10 years immediately preceding the partic- 
ular time, the individual was resident in Canada for a pe- 
riod or periods the total of which was 60 months or less. 


Pre-RSC History: Paras. 48(4)(a), (b) substituted by 1974-75-76, 
c. 26, s. 20, applicable to 1972 ef seq. 


(5) [Repealed] 


History: Subsec. 48(5) repealed by 1994, c. 21,°s..19, Estnelite 
after 1992 except that, where a corporation elects in accordance 
with paragraph 111(4)(a) of 1994, c,.21 (.e., elects. before the end 
of December 1994 for new subsec. 250(5.1) to apply in;respect of a 
continuance before 1993), the repeal applies to the corporation from 
the corporation’s time of continuation (within the meaning assigned 
by that paragraph). That subsec. formerly read: 


(5) Where corporation becomes resident in Canada — 
Where at any time a corporation becomes resident in Canada 
and immediately before that time the corporation was a for- 
eign affiliate of a taxpayer resident in Canada, for the pur- 
poses of subdivision 1, the following rules apply: 


(a) the taxation year of the corporation that would other- 
wise have included that time shall be deemed to have en- 
ded immediately before that time and a new taxation year 
shall be deemed to have commenced at that time; 


(b) the corporation shall be deemed to have been a con- 
trolled foreign affiliate (within the meaning ‘assigned by 
subsection 95(1)) of the taxpayer at the end of the taxa- 
tion year that is deemed by paragraph (a).to.have ended 
immediately before that time; and 


(c) such amount as is prescribed shall be included in the 
foreign accrual property income (within the meaning as- 
signed by subsection 95(1)) of the foreign affiliate for the 
taxation year that is deemed by paragraph (a) to have en- 
ded immediately before that time. 

Pre-RSC History: Subsec. 48(5) added by 1980-81-82-83, c. 140, 


s. 21(1), applicable with respect to corporations that became resi- 
dent in Canada after November 12, 1981. 


Pre-RSC History [s. 48]: S. 48 substituted by 1973-74, c. 14, s. 
9, applicable to 1972 et seq. 


S. 48.1(3) 


48.1 (1) Gain. when~ small business 


corporation becomes public [or listed] — 


Where 


(a) at any time in a taxation year an individual 
owns capital property that is a share of a class of 
the capital stock of a corporation that, 


(i) at that time, is a small business corpora- 
tion, and 


(ii) immediately after that time, ceases to be a 
small business corporation because. a class of 
its shares is listed on a prescribed stock. ex- 
change, and 


(b) the individual elects in. prescribed form to 
have this section apply, 


the individual shall be deemed, except for the pur- 
poses of sections 7 and 35 and _ paragraph 


: 110(1)(d.1), 


(c) to have disposed of the share at that time for 
proceeds of disposition equal to the greater of 


(i) the adjusted cost base to the individual of 
the share at that time, and 


(11) the lesser of the fair market value of the 
share at that time. and such amount as is desig- 
nated in the prescribed form by the individual 
in respect of the share, and 


(d) to have reacquired the share immediately after 
that time at a cost equal to those proceeds of 
disposition. 

Related Provisions: 53(4) — Effect on adjusted cost base where 


para. 48.1(1)(c) applies; 110.6(2.1) — Capital gains oe — 
qualified small business corporation shares. 


History: Subpara. 48.1(1)(a)(@ii) amended by 1998, c. 19, s. 91, ap- 
plicable to corporations that cease to be a small business corpora- 
tion after 1995. The subpara. formerly read: 


(ii) immediately after that time, becomes a public corporation 
because of the listing of a class of its shares on a prescribed. 
stock exchange in Canada, and 
Subsec. 91(3) of 1998, c. 19, provides: 
An election under subsec. 48.1(1), as amended, that is made by 
an individual for the 1995-taxation year is deemed to have been 
made on time, if 
(a) a class of the shares of the capital stock of the corpora- 
tion in respect of which the election is made was, on Janu- 
ary 1, 1996, listed on a stock exchange listed in section 
3201 of the Income Tax Regulations; 


'(b) the corporation was a small business corporation on De- 
“cember 31, 1995; and 
(c) the election is made before the end of the third month 
after the month in which this Act is assented to. 
Regulations: 3200 (prescribed stock exchange for 48.1(1)(a)(i1)). 


Forms: T2101: Elections in respect of gains on shares of a corpora- 
tion becoming public. 


(2) Time for election — An election made under 
subsection (1) by an individual for a taxation year 
shall be made on or before the individual’s filing-due 
date for the year. 


(3) Late filed election — Where the election re- 
ferred to in subsection (2) was not made on or before 
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the day referred to therein, the election shall be 
deemed for the purposes of subsections (1) and (2) to 
have been made on that day if, on or before the day 
that is 2 years after that day, 


(a) the election is made in prescribed forth: and 


(b) an estimate of the penalty in respect of that 
election is paid by the individual when the elec- 
tion is made. 


(4) Penalty for late filed election — For the pur- 
poses of this section, the penalty in respect of an 
election referred to in paragraph (3)(a) is an amount 
equal to the lesser of 


(a) 4 of 1% of the amount, if any, by which 


(i) the proceeds of disposition determined 
under subsection (1) 


exceed 
(ii) the amount referred to in subparagraph 


(1)(c)(i) a 
for each month or part of a month during the pe- 
riod commencing on the day referred to in sub- 
section (2) and ending on the day the election is 
made, and 


(b) an amount equal to the product obtained by 
multiplying $100 by the number of months each 
of which is a month all or part of which is during 
the period referred to in paragraph (a). 


(5) Unpaid balance of penalty — The Minister 
shall, with all due dispatch, examine each election 
referred to in paragraph (3)(a), assess the penalty 
payable and send a notice of assessment to the indi- 
vidual, who shall pay forthwith to the Receiver Gen- 
eral. the amount, if any, by which the penalty so as- 
sessed exceeds the total of all amounts previously 
paid on account of that penalty. 


History [s. 48.1]: Subsec. 48.1(2) amended by 1996, c. 21, s. 11, 
applicable to 1995 et seg. The subsec. formerly read: 


(2) Time for election — An election made under subsection 
(1) by. an individual for a taxation year shall, be made on or 
before the balance-due day of the individual for that. year. 


S. 48.1 added by 1994, c. 7, Sch. If (1991, c. 49),-s.:26, applicable 
to 1991 et seq. 


Definitions’ [s. 48.1]: “adjusted cost base” — 54, 248(1); 
“amount” — 248(1); “capital property” — 54, 248(1); “class of 
shares” — 248(6); “corporation” — 248(1), Interpretation Act 
35(1); “filing-due date” — 150(1), 248(1); “individual’’, “Minister”, 
“prescribed” — 248(1); “share”, “ 
248(1); “taxation year” — 11(2), 249. 


49. (1) Granting of options — Subject to subsec- 
tions (3) and (3.1), for the purposes of this subdivi- 
sion, the granting of an option, other than 


(a) an option to acquire or to dispose of a princi- 
pal residence, 


(b) an option granted by a corporation to acquire 
shares of its capital stock or bonds or debentures 
to be issued by it, or 


(c) an option granted by a trust to acquire units of 
the trust to be issued by the trust, 
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is a disposition of a property the adjusted cost base 
of which to the grantor immediately before the grant 
is nil. . 

Related Provisions: 13(5.3) — Disposition of option on depre- 


ciable property or real property; 49(2), (2.1) —— Where option ¢ ex- 
pires; 4(5) — Extension or renewal of options. 


History: ‘Subsec. 49(1) amended by 1994, c. 7, Sch. Il (1991, (oe 
49), subsec. 27(1), to substitute “(3) and (3.1)” for “(2), (3) and 
(3.1)” in that portion preceding para. (a), and to add para..(c), apph-. 
cable to options granted after 1989. 


Pre-RSC History: All that portion of subsec. 49(1) preceding 
para. (a) amended by 1986, c. 6, subsec..22(1),,to add reference to 
subsection (3.1), applicable to dispositions.of property under op- 
tions granted, extended or renewed after November 21, 1985. ;, 


Para. 49(1)(c) repealed by 1986, c. 6, subsec. 22(2), applicable to 
1986 et seg. Para. 49(1)(c) formerly read: 


(c) an option granted under an indexed security investment 
plan to acquire or dispose of a security that is a qualified se- 
curity in relation to the plan, 


Para. 49(1)(c) added by 1984, c. 1, subsec. 19(1), applicable with 


_ respect to options granted after September 30, 1983. 


Interpretation Bulletins: IT-96R6: Options granted by corpora- 
tions to acquire shares, bonds or debentures and by trusts to acquire 
trust units; IT-403R: Options on real estate. ° 


(2) Where option expires — Where at any time 
an option described in paragraph (1)(b) (other than 
an option to acquire shares of the capital stock of a 


_ corporation in consideration for the incurring, pursu- 


ant to an agreement described in paragraph (e) of the 
definition “Canadian exploration and development 
expenses” in subsection 66(15), paragraph (i) of the 
definition “Canadian exploration expense” in sub- 
section 66.1(6), paragraph (g) of the definition ““Ca- 
nadian development expense’’.in subsection 66.2(5) 
or paragraph (c) of the definition “Canadian oil and 
gas property expense” in subsection 66.4(5), of any 


_ expense described in whichever of those paragraphs 


is applicable) that has been granted by a COmperg en 
after 1971 expires, 


(a) the corporation shall be deemed. to ive) dis- 
posed of capital property at that time for proceeds 
equal to the proceeds received by it for the grant- 
ing of the option; and 


(b) the adjusted cost base to the corporation of 
that capital property immediately before that time 
shall be deemed to be nil. 


Related Provisions: 49(5) — Extension or renewal of options; 
54“superficial loss”(d) — Superficial loss rule does not apply; 
87(2)(0) — Amalgamations — expiry of options. previously 
granted. 


Pre-RSC History: All that portion of subsec. 49(2) preceding 
para. (a) substituted by 1980-81-82-83, c. 48, s. 19, applicable after 
December 11, 1979, to add reference to subpara. 66.4(5)(a)(iii). 


All that portion of subsec. 49(2) preceding para. (a) substituted by 
1977-78, c. 1, s. 19, deemed to have been applicable at all times 
after May 6, 1974. 


All that portion of subsec. 49(2) preceding para. (a) substituted by 
1974-75-76, c. 26, subsec. 21(1), applicable after May 6, 1974: That 
portion formerly read: 


(2) Where at any time an option described in paragraph (1)(b) 
(other than an option to acquire shares of the capital stock of 
a corporation in consideration for the incurring, pursuant to 
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an agreement described in subparagraph 66(15)(b)(v), of any 
expense described in that subparagraph) that has been granted 
by a corporation after 1971 expires, 


All that portion of subsec. 49(2) preceding para. (a) substituted by 
1973-74, c..14, s. 10, applicable to 1972 et seq. 


Interpretation Bulletins: IT-96R6: Options granted by corpora- 
tions to acquire shares, bonds or debentures and by trusts to acquire 
trust units; IT-98R2: Investment corporations. 


(2.1) Idem — Where at any time an option referred 
to in paragraph (1)(c) expires, 


(a) the trust shall be deemed to have disposed of 
capital property at that time for proceeds equal to 
the proceeds received by it for the granting of the 
option; and 
(b) the adjusted cost base to the trust of that capi- 
tal property immediately before that time shall be 
deemed to be nil. 
Related Provisions: 49(5) — Extension or renewal; 54“‘superfi- 
cial loss”(d) — Superficial loss rule does not apply. 


History: Subsec. 49(2.1) added by 1994, c. 7, Sch. Il (1991, c. 49), 
subsec. 27(2), applicable to options granted after 1989, 


interpretation Bulletins: IT-96R6: Options granted by corpora- 
tions to acquire shares, bonds or debentures and by trusts to acquire 
trust units. 


(3) Where option to acquire exercised — 
Where an option to acquire property is exercised so 
that property is disposed of by a taxpayer (in this 
subsection referred to as the “vendor’) or so that 
property is acquired by another taxpayer (in this sub- 
section referred to as the “purchaser’”’), for the pur- 
pose of computing the income of each such taxpayer 
the granting and the exercise of the option shall be 
deemed not to be dispositions of property and there 
shall be included | 


(a) in computing the vendor’s proceeds of dispo- 
“sition of the property, the consideration received 
by. the vendor for the option; and 


(b) in computing the cost to the purchaser of the 

property, 
(i) where paragraph 53(1)(j) applied to the ac- 
quisition of the property by the purchaser be- 
cause a person who did not deal at arm’s 
length with the purchaser was deemed _ be- 
cause of the acquisition to have received a 
benefit under section 7, the adjusted cost base 
to that person of the option immediately 
before that person last disposed of the option, 
and 


(ii) in any other case, the adjusted cost base to 
the purchaser of the option. 
Related Provisions: 49(3.2) — Election to have 49(3) not apply 
where option granted before Feb. 23/94; 49(5) — Extension or re- 
newal of option; 164(5)(c), 164(5.1)(c) — Effect of carryback of 
loss. 


History: Para: 49(3)(b) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 27(3), applicable after July 13, 1990. Para 49(3)(b) for- 
merly read: 


(b) in computing the cost to the purchaser of the property, the 
adjusted cost base to the purchaser of the option. 


S. 49(3) 


Pre-RSC History: That portion of subsec. 49(3) preceding para. 
(a) amended by 1988, c. 55, subsec. 27(1), to substitute “each such 
taxpayer” for “each such taxpayer (other than a vendor who is.an 
individual)”, applicable with respect to dispositions of property 
under options exercised after 1987. 


Subsec. 49(3) substituted by 1986, c. 6, subsec. 22(3), applicable 
with respect to dispositions of property under options granted, ex- 
tended or renewed after November 21, 1985 except that for the 
1985 taxation year paras. 49(3)(a) and (b) shall be read as follows: 


(a) in computing the vendor’s proceeds of disposition of the 
property (other than a property that is an indexed security), 
the consideration received by him for the option; and 


(b) in computing the cost to the purchaser of the property 
(other than a property acquired by him under an indexed se- 
curity investment plan), the adjusted cost base to him of the 
option, 


Subsec. 49(3) formerly read: 


(3) Where option: exercised — Where an option is exer- 
cised so that property is disposed of by a taxpayer (hereinaf- 
ter referred to as the “vendor’’) or so that property is acquired 
by another taxpayer (hereinafter referred to as. the “‘pur- 
chaser”), for the purpose of computing the income of each 
such taxpayer the granting of the option and the exercise 
thereof shall be deemed not to be dispositions of property 
and, 


(a) if the option is an option to acquire property, there 
shall be included 


(i) in computing the vendor’s proceeds of disposition 
of the property (other than a property that is an in- 
dexed security) the consideration received by him for 
the option, and 


(ii) in computing the cost to the purchaser of the 
property (other than a property acquired by him~ 
under an indexed security investment plan) the ad- 
justed cost base to him of the option; and 


(b) if the option is an option to dispose of property, there 
shall be deducted 


(i) in computing the vendor’s proceeds of disposition 
of the property (other than a property that is an in- 
dexed security), the adjusted cost base to him of the 
option, and 


(ii) in computing the cost to the purchaser of the 
property (other than a property acquired by him 
under an indexed security investment plan) the con- 
sideration received by him for the option. 


Paras. 49(3)(a) and (b) substituted by 1984, c. 1, subsec. 19(2), ap- 
plicable with respect to options exercised after September 30, 1983. 
Paras. 49(3)(a) and (b) formerly read: 


(a) if the option is an option to acquire property, there shall be 
included 


(i) in computing the vendor’s proceeds of disposition of 
the property, the consideration received by him for the 
option, and 1 
(ii) in computing the cost to the purchaser of the prop- 
erty, the adjusted cost base to him of the option; and 
(b) if the option is an option to dispose of property, there shall 
be deducted 
(i) in computing the vendor’s proceeds of disposition. of 
the property, the adjusted cost base to him of the option, 
and 
(ii) in computing the cost to the purchaser of the prop- 
erty, the consideration received by him for the option. 
Selected Cases [subsec. 49(3)]: Salt et al--v. The Queen, 


[1984] C.T.C. 414 (FCTD) (Amounts received for extended options 
included in proceeds of disposition). 
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Interpretation Bulletins: IT-96R6: Options granted by corpora- 
tions to acquire shares, bonds or debentures and by trusts to acquire 
trust units; IT-403R: Options on real estate. 


(3.01) Option to acquire specified property 
exercised — Where at any time a taxpayer exer- 
cises an option to acquire a specified property, 


(a) there shall be deducted after that time in com- 
puting the adjusted cost base to the taxpayer of 
the specified property the total of all amounts de- 
ducted under paragraph 53(2)(g.1) in computing, 
immediately before that time, the adjusted cost 
base to the taxpayer of the option; and 


(b) the amount determined under paragraph (a) in 
respect of that acquisition shall be added after 
that time in computing the adjusted cost base to 
the taxpayer of the specified property. 
Related Provisions: 53(1)(q) — Addition to adjusted cost base 
for amount under 49(3.01)(b); 53(2)(g.1) — Reduction in adjusted 
cost base under 49(3.01)(a); 80.03(2)(a) — Deemed gain on dispo- 
sition following debt forgiveness. 


History: Subsec. 49(3.01) added by 1995, c. 21, s. 14, applicable to 
taxation years that end after February 21, 1994. 


Interpretation Bulletins: IT-96R6: Options granted by corpora- 


tions to acquire shares, bonds or debentures and by trusts to acquire | 


trust units. 


(3.1) Where option to dispose exercised — 
Where an option to dispose of property is exercised 
so that property is disposed of by a taxpayer (in this 
subsection referred to as the “vendor’) or so that 
property is acquired by another taxpayer (in this sub- 
section referred to as the “purchaser’’), for the pur- 
pose of computing the income of each such taxpayer 
the granting and the exercise of the option shall be 
deemed not to be dispositions of property and there 
shall be deducted 


(a) in computing the vendor’s proceeds of dispo- | 


sition of the property, the adjusted cost base to 
the vendor of the option; and 


(b) in computing the cost to the purchaser of the 
property, the consideration received by the pur- 
chaser for the option. 


Related Provisions: 49(5) — Extension or renewal of option: 


Pre-RSC History: Subsec. 49(3.1) added by 1986, c. 6, subsec. 
22(3), applicable with respect to dispositions of property. under op- 
tions granted, extended or renewed after November 21,1985, ex- 
cept that with respect to the 1985 taxation year, paras. 49(3.1)(a) 
and (b) shall be read as follows: 


(a) in computing the vendor’s proceeds of disposition of the 
property (other than a property that is an indexed security), 
the adjusted cost base to him of the option; and 
(b) in computing ,the cost to the purchaser of the property 
(other than property acquired by him under an indexed secur- 
ity investment plan), the consideration received by him for 
the option. 
Interpretation Bulletins: IT-96R6: Options granted by corpora- 
tions to acquire shares, bonds or debentures and by trusts to acquire 
trust units; IT-403R: Options on real estate. 


(3.2) Option granted before February 23, 
1994 — Where an individual (other than a trust) 
who disposes of property pursuant to the exercise of 
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an option that was granted by the individual before 
February 23, 1994 so elects in the individual’s return 
of income for the taxation year in which the disposi- 
tion occurs, subsection (3) does not apply 1 in respect 
of the disposition in POMBE | the income of the 
individual. 


History: Subsec. 49(3.2) added by 1995, c. 3, s. 13, applicable to 
dispositions that occur after February 22, 1994. 


Interpretation Bulletins: IT-96R6: Options granted by corpora- 
tions to acquire shares, bonds or debentures and by trusts to acquire 
trust units. 


(4). ba ecoament where option exercised in 
subsequent year — Where 


(a) an option granted by a taxpayer in a taxation 
year (in this subsection referred to'as the “initial 
year’) is exercised in a subsequent taxation year 
(in this subsection referred to as the “subsequent 
year’), 

(b) the taxpayer has filed a return yu the tax- 
payer’s income for the initial Sheet as required by 
section 150, and 


(c) on or before the day on or béfore. which the 
taxpayer was required by section 150 to file a re- 
turn of the taxpayer’s income for the subsequent 
year, the taxpayer has filed an amended return for 
the initial year excluding from the taxpayer’s in- 
come the proceeds received by the taxpayer for 
the granting of the option, 


such reassessment of the taxpayer’s tax, interest or 
penalties for the year shall be made as is necessary to 
give effect to the exclusion. 


Related Provisions: 49(5) — Extension or PiSial of option; 
161(7)(b)Gii) — Effect of carryback of loss, ete. 

Pre-RSC History: Para. 49(4)(a) amended by 1988, c. 55, subsec. 
27(2), to substitute “‘an option” for “an option (other than-an option 
granted by an individual to acquire property)”, applicable with re- 
spect to dispositions of property under. options exercised after 1987. 
Para. 49(4)(a) substituted by 1986, -c. .6; subsec..22(4), to add 
“(other than an option granted by an individual to, acquire prop- 
erty)”, applicable with respect to dispositions of property under op- 
tions granted, extended or renewed after November 21, 1985. 
Interpretation Bulletins: IT-384R: Reassessment where option 
exercised in Subsequent year; [T-96R6: Options granted by corpora- 
tions to acquire shares, bonds or debentures and by trusts’to acquire 
trust units. See also list at.end of s. 49. 


(5) [Extension or renewal of option] — Where 
a taxpayer has granted an option (in this subsection 
referred to as the “original option”) to which subsec- 
tion (1), (2) or (2.1) applies, and grants one or more 
extensions or renewals of that original option, 


(a) for the purposes of subsections (1), (2) and 
(2.1), the granting of each extension or renewal 
shall be deemed to be the granting of an option at 
the time the extension or renewal is granted; 


(b) for the purposes of subsections (2).to (4) and 
subparagraph (b)(iv) of the definition “disposi- 
tion” in section 54, the original option and each 
extension or, renewal thereof shall be deemed to 
be the same option; and 
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(c) subsection (4) shall be read as if the year in 
which the original option was granted and each 
year in which any extension or renewal thereof 
was granted were all initial years. 


History: That portion of subsec. 49(5) preceding para. (c) amended 
by 1994, c..7, Sch. Il (1991, 1c. 49), subsec,27(4), to substitute 
“grants” for “has granted”, to add two: references to: subsection 
(2.1), and to substitute (2) to (4)” for “(2), (3), (3.1). and (4)”, ap- 
plicable with respect to options granted, extended or renewed after 
1989. 


Pre-RSC History: Para. 49(5)(b) substituted by 1986, c. 6, subsec. 
22(5), to add reference to subsection (3.1), applicable with respect 
to dispositions of property under options granted, extended or re- 
newed after November 21, 1985. 


Subsec. 49(5) added by 1974-75-76, c. 26, subsec. 21(2), applicable 
to extensions or renewals granted after May 6, 1974 in respect of an 
option. 


Interpretation Bulletins: IT-96R6: Options to acquire shares, 
bonds or debentures and by trusts to acquire trust units. 


Definitions [s. 49]: “adjusted cost base” — 54, 248(1); ‘“‘arm’s 
length” — 251(1); “assessment” — 248(1); “capital property” — 
54, 248(1); “corporation” — 248(1), Interpretation Act 35(1); “per- 
son” — 248(1); “principal residence” — 54; “property”, “share” — 
248(1); “specified property” —54; “taxation year’ — 249; “tax- 
payer” — 248(1); “trust” — 104(1), 248(1), (3). 

Interpretation Bulletins [s. 49]: IT-334R2: Miscellaneous. re- 


ceipts; IT-403R: Options on real estate; IT-479R: Transactions in 
securities. 


50. (1) Debts established to be bad debts and 
shares of bankrupt corporation — For the pur- 
poses of this subdivision, where 


(a) a debt owing to a taxpayer at the end of a tax- 
ation year (other than a debt owing to the tax- 

~ payer in respect of the disposition of personal-use 
property) is established by ‘the taxpayer’ to have 
become a bad debt in the year, or 


_(b) a share (other than a share received by a tax- 
payer as consideration in respect of the disposi- 
tion. of personal-use property) of the capital stock 
of a corporation is owned by the taxpayer at the 
end of a taxation year and 


(i) the corporation has during the year become 
a bankrupt (within the meaning of subsection 
128(3)), | 


(11) the corporation is a corporation referred to 
in section 6 of the Winding-up and Restruc- 
turing Act that is insolvent (within the mean- 
ing of that Act) and in respect. of which a 
winding-up order under that. Act. has, been 
made in the year, or 


(iii) at the end of the year, 
(A) the corporation is insolvent, 


(B) neither the corporation nor a. corpora- 
tion controlled by it carries on business, 


(C) the fair market value of the share is nil, 
and 


(D) it is reasonable to expect that the cor- 
poration will be dissolved or wound up 
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and will not commence ‘to carry on 
business 


and the taxpayer elects in the taxpayer’s return of in- 
come for the year to have this subsection apply in 
respect of the debt or the share, as.the case may be, 
the taxpayer shall be deemed to have disposed of the 
debt or the share, as the case may be, at the end of 
the year for proceeds equal to nil and to have reac- 
quired it immediately after the end of the year at a 
cost equal to nil. . 


Related Provisions: 39(1)(c) — Business investment loss; 
40(2)(e.2), (g)(i) —Restrictions on capital losses on debt; 
50(1,1) — Where insolvent corporation begins carrying on business 
again; 54“superficial loss”(c) — Superficial loss rule does not ap- 
ply; 79.1(8)— No bad debt deduction where property seized by 
creditor; 80.01(6)(b) — Debt deemed a specified: obligation after 
subsec. 50(1) applies; 80.01(8) — Deemed settlement. after debt 
parking; 96(3) — Election by members of partnership; 111(5.3) — 
Limitation on bad debt deduction after change in control of corpora- 
tion; 220(3.2), Reg. 600(b) — Late filing of election or revocation. 


History: Subpara. 50(1)(b)(ii) amended by 1996, c. 6, subsec. 
167(2), to substitute “Winding-up and. Restructuring Act” for 
“Winding-up. Act”, effective June 28, 1996. 


The portion of subsec. 50(1) after subpara. (b)(ii) amended by 1995, 
c. 21, s. 15, applicable to taxation years that end after February 21, 
1994. That portion formerly read: 


(iii) at the end of the-year, the corporation. is insol- 
vent and neither the corporation nor a corporation 
controlled by it carries on business, and 


(A) at the end of the year, the fair market value 
of the share is nil and it is reasonable to expect 
that the corporation will be dissolved or wound 
up and will not begin to carry on business, and 


(B) in the taxpayer’s return of income under this 
Part for the year the taxpayer elects to have: this 
subsection apply in respect of the share, 


the taxpayer shall be deemed to have disposed of the debt or 
the share, as the case may be, at the end of the year for pro- 
ceeds equal to nil and to have reacquired it immediately 
thereafter at a cost equal to nil. 


That portion of subsec. 50(1) following subpara. (b)(it) substituted 
by 1994, c. 7, Sch. Il (1991, c:49), subsec. 28(1), applicable 


(a) to 1990 et seq.; and 


(b) where the taxpayer so elects in respect of the shares of the 
capital stock of a corporation by notifying the Minister of Na- 
tional Revenue in writing before 1992 [1994, c. 7, Sch. VII 
(1993, c. 24), s. 159 provides that such an election made before 
December 11, 1993 shall be deemed to. have been made. before 
1992], to each of the taxpayer’s 1985 to 1989 taxation years in 
respect of the share owned by the taxpayer at the end of the 
year, except that the subsec. 1s not applicable in respect of any 
such taxation year in respect of the share where the corporation 
or. a corporation controlled by it carries on business during the 
24-month period immediately following the end of the year; 
and, where a taxpayer makes an election under this paragraph in 
respect of a share of the capital stock of a corporation, 


(i) the taxpayer shall be deemed to have elected, in the tax- 
payer’s returns of income under Part I of the Act for each 
of those years, to have subsec. 50(1) as amended, apply in 
respect of the share, and 


(ii) notwithstanding subsecs. 152(4) to (5), such assess- 
ments of tax, interest and penalties shall be made as are 
necessary to give effect to the election. 
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That portion of subsec. (1) formerly read: 


(iii) the corporation ceased to carry on all of its busi- 
nesses and was insolvent during the year, and 


(A) at the end of the year, the fair market value 
of the share is nil and it is reasonable to expect 
that the corporation will be dissolved or wound 
up and wili not commence to carry on any busi- 
ness, and 


(B) the corporation did not commence to carry 
on any business in the year or within 24 months 
following the end of the year, 


the taxpayer shall be deemed to have disposed of the debt or 
the share, as the case may be, at the end of the year and to 
have reacquired it immediately thereafter at a cost equal to 
nil. 
Pre-RSC History: Subpara. 50(1)(b)(iii) added by 1988, c. 55,:s. 
28, applicable to 1988 et seq. and, where the taxpayer so advises the 
Minister of National Revenue in writing, to the 1985, 1986 or 1987 
taxation year. 


Para. 50(1)(b) substituted by 1986, c. 6, subsec. 23(1), applicable to 
1985 et seq. Para. (b) formerly read: 


(b) a share of the capital stock of a corporation (other than a 
share received by a taxpayer as consideration in respect of the 
disposition of personal-use property) is owned by a taxpayer 
at the end of a taxation year and the corporation has during 
the year become a bankrupt (within the meaning assigned: by 
subsection 128(3)), 


Subsec. 50(1) substituted by 1977-78, c. 42, s. 4, applicable to 1978 
et seg. Subsec. (1). formerly read: 


50. (1) Debts established to be bad debts — For the pur- 
poses of this subdivision, where a debt owing to a taxpayer at 
the end of a taxation year (other than a debt owing to him in 
respect of the disposition of a personal-use property) is estab- 
lished by him to have become a bad debt in the year, he shall 
be deemed to have disposed of it at the end of the year and to 
have reacquired it immediately thereafter at a cost equal to 
nil. 


Winding-up Act: S. 6 of the Winding-up and Restructuring Act, 
R.S.C. 1985, c.. W-11,.as amended by 1996, c. 6, s. 136, effective 
June 28, 1996, provides: 


6. This Act applies to all corporations incorporated by or 
under the authority of an Act of Parliament, of the former 
Province of Canada or of the Province of Nova Scotia, New 
Brunswick, British Columbia, Prince Edward Island or New- 
foundland, and whose incorporation and affairs are subject to 
the legislative authority of Parliament, and to incorporate 
banks and savings banks, trust companies, insurance compa- 
nies, loan companies having borrowing powers, building so- 
cieties having a capital stock and incorporated trading compa- 
nies doing business in Canada wherever incorporated where 
any such body 


(a) is insolvent; 


(b) is in liquidation or in process of being wound up and, 
on petition by any of its shareholders or creditors, assign- 
ees or liquidators, asks to be brought under this Act; or 


(c) if it is a financial institution, is under the control, or 
its assets are under the control, of the Superintendent and 
is the subject of an applications for a winding-up order 
under section 10.1. 


S. 3 of the Winding-Up and Restructuring Act defines “insolvent” as 
follows: 
3. A company is deemed insolvent 


(a) if it is unable to pay its debts as they become due; 
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(b) if it calls a meeting of its creditors for the purpose of 
compounding with them; ae ‘dw 

(c) if it exhibits a statement showing its inability to meet 
its liabilities; era 

(d) if it has otherwise acknowledged its insolvency;. . 

(e) if it assigns, removes or disposes of, or attempts or is 
about to-assign, remove or dispose of, any of its property, 
with intent to defraud, defeat or delay its creditors, or any 
of them; I 
(f) if, with the intent referred to in paragraph (e), it has 
procured its money, goods, chattels, land or property ‘to 
be seized, levied on or taken, under: or wees any ee of 
execution; 


(g) if it has made any general conveyance or assignment 
of its property for the benefit of its creditors, or if, being: 
unable to meet its liabilities in full, it makes any sale or 
conveyance of the whole or the main part of its stock in 
trade or assets without the consent of its creditors or 
without satisfying their claims; or 


(h) if it permits any execution issued against it, mee 
which any of its goods, chattels, land or property are 
seized, levied on or taken in execution, to remain unsatis- 
fied until within four days of the time fixed by the sheriff 
or other officer for the sale thereof, or for fifteen days 
after the seizure. 


Selected Cases [subsec. 50(1)]: Gordon v. Okina! [1996] 3 
C.T.C. 2229 (TCC) (Payment ‘directly to creditors instead of to 
company whose debt was guaranteed was acceptable); Monaghan v. 
Canada, [1996] 2 C.T.C. 2169 (TCC) (Significant events occurring 
well after year-end do not affect determination of bad debt). 
Interpretation Bulletins: IT-159R3: Capital debts established to 
be bad debts; IT-188R: Sale of accounts teceivable; IT-220R2: Cap- 
ital cost allowance — proceeds of disposition of depreciable-prop- 
erty; IT-239R2: Deductibility of capital losses from guaranteeing 
loans for inadequate consideration and from loaning funds at less 
than a reasonable rate of interest in ‘non-arm’s length circumstances; 
IT-442R: Bad debts and reserves for doubtful -debts; IT-484R2: 
Business investment losses. 


(1.1) ldem — Where 


(a) a taxpayer is deemed because of subparagraph 
(1)(b) (ii) to have disposed of'a share of the capi- 
tal stock of a corporation at the end Bos a taxation 
year, and 


(b) the taxpayer or a person with whom the tax- 
payer is not dealing at arm’s length owns the 
share at the earliest time, during the 24-month pe- 
riod immediately following the disposition, that 
the corporation or a corporation controlled by it 
carries on business, 


the taxpayer or the person, as the case may be, shall 
be deemed to have disposed of the share ‘at that earli- 
est time for proceeds of disposition equal to its ad- 
justed cost base to the taxpayer determined immedi- 
ately before the time of the disposition referred to in 
paragraph (a) and to have reacquired it immediately 
after that earliest time at a cost equal to those 
proceeds. 


History: Subsec. 50(1.1) added by 1994, c. 7, Sch. 11 (1991, c. 49), 
subsec. 28(2), applicable to 1990 et seq. 


(2) Where debt a personal- use property — 
Where at the end of a taxation year a debt that is a 
personal-use property of a taxpayer is-owing to the 
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taxpayer by a person with whom the taxpayer deals 
at arm’s length and is established by the taxpayer to 
have become a bad debt in the year, 


(a) the taxpayer shall be deemed to have disposed 
of it at the end of the year for proceeds equal to 
the amount, if any, by which 


(1) its adjusted cost base to the Lane ed imme- 
diately before the end of the year 


exceeds 


(ii) the amount of the taxpayer’s gain, if any, 
from the disposition of the personal-use prop- 
erty the proceeds of disposition of which in- 
cluded the debt; and : 


(b) the taxpayer shall be deemed to have reac- 
quired the debt immediately after the end of the 
year at a cost equal to the amount of the proceeds 
determined under paragraph (a). 
Related Provisions: 46 — Disposition of personal-use property; 
54“superficial loss’(c) — Superficial loss rule does not apply. - 
Pre-RSC History: All that portion of subsec. 50(2) preceding 
para. (a) substituted by 1985, c. 45, s. 20, applicable to 1985 et seq. 
That portion of subsec. 50(2) formerly read: 
(2) Where debt personal-use property — Where a debt 
Owing to a taxpayer at the end ofa taxation year that.i1s a 
personal-use property of the taxpayer is established by him to 
have become a bad debt in the year, 


Interpretation Bulletins: IT-159R3: Capital debts established to 
be bad debts. 


(3) Disposal of RHOSP properties — Each trust 
that was at the end of 1985 governed by a registered 
home ownership savings plan (within the meaning 
assigned by paragraph 146.2(1)(h) of the Income Tax 
Act, chapter 148 of the Revised Statutes of Canada, 
1952, as it read in its application to the 1985 taxation 
year) shall be deemed to have disposed, immediately 
before 1986, of each property it holds at that time for 
proceeds of disposition equal to the fair market value 
of the property at that time and to have reacquired it 
immediately after 1985 at a cost equal to that fair 
market value. 

Pre-RSC History: Subsec. 50(3) added by 1986, c. 6, subsec. 
23(2). 

1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 

Definitions [s. 50]: “adjusted cost base” — 54, 248(1); 
“amount” — 248(1); “carrying on business” — 253; “corpora- 
tion” — 248(1), Interpretation Act 35(1); “personal-use prop- 
erty” — 54, 248(1); “share” — 248(1); “taxation year” — 249; 
“taxpayer” — 248(1). 


51. (1) Convertible property — Where a share of 
the capital stock of a corporation is acquired by a 
taxpayer from the corporation in exchange for 


(a) a capital property of the taxpayer that is an- 
other share of the corporation (in this section re- 
ferred to as a “convertible property’’), or 


(b) a capital property of the taxpayer that is a 
bond, debenture or note of the corporation the 
terms of which confer on the holder the right to 
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make the exchange (in this section referred to as 
a “convertible property’’) | 
and no consideration other than the share is received 


| by the taxpayer for the convertible property, 


(c) except for the purpose of subsection 20(21), 
the exchange shall be deemed not to be a disposi- 
tion of the convertible property, . 


(d) the cost to the taxpayer of all the shares ofa 
particular class acquired by the taxpayer on the 
exchange shall be deemed to be the amount deter- 
mined by the formula 


B 
pA 
Lyd & 


where 


A is the adjusted cost base to the taxpayer of the 
convertible property immediately before. the 
exchange, 


B. is the fair market value, immediately after the 
exchange, of all the shares of the particular 
‘class acquired by the taxpayer on the ex- 
change, and 


C_ is the fair market value, pags semsian4 after the 
_exchange, of all the shares aeayued by the 
taxpayer on the exchange, 


(d.1) there shall be deducted, after the exchange, 
in computing the adjusted cost base to the tax- 
payer of a share acquired by the taxpayer on the 
exchange, the amount determined by the formula 


B 
UN Svea 
C 


where 


A is the total of all amounts deducted under par- 
agraph 53(2)(g.1) in computing, immediately 
before the exchange, the adjusted cost base to 
the taxpayer of the convertible property, 


Bis the fair market value, immediately after the 
exchange, of that share, and 


Cis the fair market value, immediately after the 
exchange, of all the shares acquired by the 
taxpayer on the exchange, 


(d.2) the amount determined under paragraph 
(d.1) in respect of a share shall be added, after the 
exchange, in computing the adjusted cost base to 
the taxpayer of the share, 


(e) for the purposes of sections 74.4 and 74.5, the 
exchange shall be deemed to be a transfer of the 
convertible property by the taxpayer to the corpo- 
ration, and 


(f) where the convertible property is taxable Ca- 
nadian property of the taxpayer, the share ac- 
quired by the taxpayer on the exchange shall be 
deemed to be taxable Canadian property of the 
taxpayer. 
Related Provisions: 51(3) — Computation of paid-up capital af- 
ter exchange of shares; 51.1 — Conversion of debt obligation; 
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53(1)(q) — Addition to adjusted cost base for amount under 
51(1)(d.2); 53(2)(g.1) — Reduction in adjusted cost base under 
51(1)(d.1); 77 — Bond conversion; 80(2)(g) — Shares issued in set- 
tlement of debt; 80.03(2)(a) — Deemed gain on disposition follow- 
ing debt forgiveness; 84(1)(c.3) — Contributed surplus; 86(2) — 
Exchange of shares; 86(3) — Exchange of shares — reorganization 
of capital; Application of stop-loss rule where shares 
exchanged. 


History: The opening words of subsec. 51(1) amended by 1998, c. 
19, s. 92, applicable to exchanges that occur after June 20, 1996, 
other than exchanges that occur before 1997 under agreements in 
writing made on or before June 20, 1996. The opening .words for- 
merly read: 


(1) Where a share of the capital stock of a corporation is ac- 
quired by a taxpayer in exchange for 


Paras. 51(1)(d.1) and (d.2) added by 1995, c. 21, s. 16, applicable to 
taxation years that end after February 21, 1994. 


Subsec. 51(1) substituted by 1994, c. 21, subsec. 20(1), applicable 
to exchanges occurring, and reorganizations that begin, after De- 
cember 21, 1992. That subsec. formerly read: 


51. (1) Convertible property — Where shares of the capital 
stock of a corporation have been acquired by a taxpayer in 
exchange for a capital property of the taxpayer that was a 
share, bond, debenture or note of the corporation (in this sec- 
tion referred to as a “convertible property”) the terms of 
which conferred on the holder the right to make the exchange 
and no consideration was received by the taxpayer for the 
convertible property other than those shares, the following 
rules apply: 


(a) the exchange shall be deemed not to have been a dis- 
position of property; 


(b) the cost to the taxpayer of all the shares of a particular 
class acquired by the taxpayer on the exchange shall be 
deemed to be that proportion of the adjusted cost base to 
the taxpayer of the convertible property immediately 
before the exchange that 


(1) the fair market value, immediately after the ex- 
change, of all the shares of the particular class ac- 
quired by the taxpayer on the exchange 


1s Of 


(ii) the fair market value, immediately after the ex- 
change, of all the shares acquired by the taxpayer on 
the exchange; and 


(c) for the purposes of sections 74.4 and 74.5, the ex- 
change shall be deemed to be a transfer of the convertible 
property by the taxpayer to the corporation. 


Pre-RSC History: Para. 51(1)(c) added by. 1986, c. 6, s. 24, 
applicable to exchanges of property occurring after November 21, 
1985. 


Subsec, 51(1) substituted by 1985, c. 45, subsec. 21(1), applicable 
with respect to exchanges of property 


(a) occurring after May 9, 1985; or 


(b) occurring before May 10, 1985 and after 1983 where the 
taxpayer so elects by notifying the Minister in writing before 
1986. 


Subsec. 51(1) formerly read: 


51. (1) Convertible properties — Where shares of one class 
of the capital stock of a corporation have, after May 6, 1974, 
been acquired by a taxpayer in exchange for a capital prop- 
erty of the taxpayer that was a share, bond, debenture or note 
of the corporation (in this section referred to as a “convertible 
property”) the terms of which conferred upon the holder the 
right to make the exchange and no consideration was received 
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by. the taxpayer forthe convertible property other than shares 
of that class, 


(a) the exchange shall be deemed not-to have been,a dis- 
position of property, and 


(b) the cost to the taxpayer of the shares shall be deemed 
to be the adjusted cost base to him of the convertible 
property immediately before the exchange. 


S.51 renumbered subsec. 51(1) by 1980-81-82-83, c. 48, subsec. 
20(1), applicable with respect to-exchanges of property occurring 
after December 11, 1979. 


All that portion of s, 51 preceding para. (a) substituted by 1974-75- 
76, c. 26, s. 22, applicable in respect of exchanges of property after 
May 6, 1974. That portion formerly read: 


51. Where shares of the capital stock of a corporation have, 
after 1971, been acquired by a taxpayer in exchange for a 
share, bond, debenture or note of the corporation (in this sec- 
tion referred to as a “convertible property’) the terms -of 
which conferred upon the holder the right to make the 
exchange, . 


All that portion of s. 51 preceding para. (a) substituted by 1973-74, 
c. 14, s. 11, to delete “preferred” from before “share”. 


Selected Cases [subsec. 51(1)]:\ Mansfield v. The Queen, 
[1984] C.T.C. 547 (FCA); leave to appeal to SCC refused (1985), 
58 NR 237 (Debentures converted into common shares ‘constitute 
conferred employment benefit; value added to adjusted cost base). 


1.T. Application Rules: 26(28). 


Interpretation Bulletins: IT-115R2: Fractional interest in shares. _ 
See also list at end of s. 51. 


(2) Idem — Notwithstanding subsection (1), where 


(a) shares of the capital stock of a corporation 
have been acquired by a taxpayer in exchange for 
a convertible property in circumstances such that, 

but for this subsection, subsection ( L) would have: 
applied, 


(b) the fair market value of the convertible prop- 
erty immediately before the exchange exceeds the 
fair market value of the shares immediately after 
the exchange, and | 


(c) it is reasonable. to regard any portion of the 
excess (in this subsection referred to as the “gift 
portion”) as a benefit that the taxpayer desired to 
have conferred on a person related to the 
taxpayer, 


the following rules apply: 


(d) the taxpayer shall be deemed to have disposed 
of the convertible property for proceeds at dispo- 
sition equal to the lesser of 


(1) the total of its adjusted cost base to the tax- 
payer immediately before the exchange and 
the gift portion, and os 


(ii) the fair market value of the convertible 
property immediately before the exchange, 


(e) the taxpayer’s capital loss from the disposi- 
tion of the convertible property shall be deemed 
to be nil, and 


(f) the cost to the taxpayer of all the shares of a 
particular class acquired in exchange for the con- 
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vertible property shall be deemed to be that pro- 
portion of the lesser of 


(i) the adjusted cost base to the taxpayer of the 
convertible property immediately before the 
exchange, and 


(ii) the total of the fair market value immedi- 
ately after the exchange of all the shares ac- 
quired by the taxpayer in exchange for the 
convertible property and the amount that, but 
for paragraph (e), would have been the tax- 
payer’s capital loss on the disposition of the 
convertible property, 


that 


(iii) the fair market value, immediately after 

the exchange, of all the shares of the particu- 

lar class acquired by the taxpayer on the 
_ exchange 


is of 
(iv) the fair market value, immediately after 


the exchange, of all the shares aoe ey the 
taxpayer on the exchange. 


Related Provisions: 
where shares exchanged. 


a a of stop-loss rule 


Pre-RSC History: Para. 51(2)(a) amended to substitute “shares of 
the capital stock” for “shares of one class of the capital stock”, and 
para. 51(2)(f) substituted, by 1985, ¢c. 45, subsecs. 21(2), (3), appli- 
cable with respect to exchanges of property 


(a) occurring after May 9, 1985; or 


(b) occurring before May 10, 1985 and after 1983 where the 
taxpayer so elects by notifying the Minister in. writing before 
1986. 


Para. 51(2)(f) formerly read: 


(f) the cost to the taxpayer of the shares acquired in exchange 
for the convertible property shall be deemed to be the esser 
of 


(i) the adjusted cost base to the taxpayer of the converti- 
ble property immediately before the exchange, and 


(11) the aggregate of the fair market value immediately. 
after the exchange of the shares acquired in exchange for 
the convertible property and the amount that, but for par- 
agraph (e), would have been the taxpayer’s capital loss 
on the disposition of the convertible property. 


Subsec. 51(2) added by 1980-81-82-83, c. 48, subsec. 20(2), appli- 
cable with respect to exchanges of property occurring after Decem- 
ber 11, 1979. 


(3) Computation of paid-up capital — Where 
subsection (1) applies to the exchange of convertible 
property described in paragraph (1)(a) (referred to in 
this subsection as the “old shares’), in computing the 
paid-up capital in respect of a particular class of 
shares of the capital stock of the corporation at any 
particular time that is the time of, or any time after, 
the exchange 


(a) there shall be. deducted the amount deter- 
mined by the formula 


(A By shie 
“ A 


S. 51.1(a) 


where 


A is the total of all amounts each of which is the 
amount of the increase, if any, as a result of 
the exchange, in the paid-up capital in respect 
of a class of shares of the capital stock of the 
corporation, computed. without reference to 
this subsection as it applies to the exchange, 


B. is the paid-up capital immediately before the 
exchange in respect of the old shares, and 


C is the increase, if any, as a result of ‘the ex- 
change, in the paid-up capital.in respect of the 
particular class. of shares, computed without 
reference to this subsection as it applies to the 
exchange; and 


(b) there shall be added an amount equal to the 
lesser. of 


(i) the amount, if any, <b sate 


(A) the total of all amounts deemed by 
subsection 84(3), (4) or (4.1) to be a divi- 
dend. on shares of that class paid by the 
corporation before the particular time 


exceeds 


(B) the total that would be determined 
under clause (A) if this Act were read 
without reference to paragraph (a), and ~ 


(ii) the total of all amounts required by para- 
graph (a) to be deducted in respect of that par- 
ticular class of shares before the particular 
time. 
Related Provisions: 257 — Negative amounts in formulas. 
History: Subsec. 51(3) added by, 1994, c..21, subsec. 20(2), appli- 
cable. to exchanges. occurring after August 1992, other than ex- 
changes occurring after August 1992 and before December 21, 1992 
where the corporation issuing shares on the exchange elects in writ- 


ing and files the election with the Minister of National Revenue by 
December 31, 1994. 


(4) Application — Subsections (1) and (2) do not 
apply to any exchange to which subsection 85(1) or 
(2) or section 86 applies. 

Related Provisions: 86(3) — Application of section 86. 
History: Subsec. 51(4) added-by 1994, c, 21, subsec. 20(2), appli- 


cable to exchanges. occurring, and reorganizations that begin, after 
December 21, 1992. 


Interpretation Bulletins: IT-115R2: Fractional interest in shares. 


Definitions [s. 51]: “adjusted cost base” — 54, 248(1); “capital 
loss” — 39(1)(b), 248(1); “capital property” — 54, 248(1); “class of 
shares” — 248(6); “convertible property” — 51(1) (draft 51(1)(b)); 
“corporation” — 248(1), Interpretation Act 35(1); “disposition” — 
54; “paid-up capital” — 89(1), 248(1); “property”, “share” — 
248(1); “taxable Canadian’ property” — 115(1)(b), 248(1); “tax 
payer” — 248(1). 


Interpretation Bulletins [s: 51]: IT-96R6: Options to acquire 
shares, bonds or debentures and by trusts to acquire trust units; IT- 
146R4: Shares entitling shareholders to choose taxable, or capital 
dividends; IT-243R4: Dividend refund to private corporations, 


51.1 Conversion of debt obligation — Where 


(a) a taxpayer acquires a bond, debenture or note 
of a debtor (in this section referred to as the “new 
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obligation”) in exchange for a capital property of 
the taxpayer that is another bond, debenture or 
note of the same debtor (in this section referred to 
as the “convertible obligation”), 


(b) the terms of the convertible obligation con- 
ferred on the holder the right to make the ex- 
change, and 


(c) the principal amount of the new obligation is 
equal to the principal amount of the convertible 
obligation, 


the cost to the taxpayer of the new obligation and the 
proceeds of disposition of the convertible obligation 
shall be deemed to be equal to the adjusted cost base 
to the taxpayer of the convertible obligation immedi- 
ately before the exchange. 


History: S. 51.1 added by 1995, c. 21, s. 50, applicable to ex- 
changes occurring after October 1994. 

Definitions [s. 51.1]: “adjusted cost base” — 54, 248(1); 
“amount” — 248(1); “capital property” — 54, 248(1); “convertible 
obligation”, “new obligation” —51.1(a); “principal amount” — 
248(1); “proceeds of disposition” — 54; “taxpayer” — 248(1). 


1.T. Application Rules: 26(25) (where old bond owned since 
before 1972). 


52. (1) Cost of certain property value of which 
included in income — For the purposes of this 
subdivision, where a taxpayer has acquired property 
after 1971 (other than an annuity contract or property 
acquired as described in subsection (2), (3) or (6)) 
and an amount in respect of the value thereof was 
included in computing the taxpayer’s income other- 
wise than under section 7, the amount so included 
shall be added in computing the cost to the taxpayer 
of that property, except to the extent that the amount 
was otherwise added to the cost or included in com- 
puting the adjusted cost base to the taxpayer of the 
property. 

Related Provisions: 69(5)(c) — No application to property ap- 
propriated by shareholder on winding-up. 


History: Subsec. 52(1) amended by 1994, c. 7, Sch. VIII (1993, C. 


24), s. 14, applicable after October 16, 1991. Subsec. 52(1) formerly 
read: 


(1) Cost of certain property value of which included in 
income — For the purposes of this subdivision, where a tax- 
payer has acquired property after 1971 (other than an annuity 
contract or property acquired as described in subsection (2), 
(3) or (6)) and an amount in respect of the value thereof has 
been included in computing the taxpayer’s income otherwise 
than under section 7, the amount so included shall be added 
in computing the cost to the taxpayer of that property. 


Pre-RSC History: Subsec. 52(1) substituted by 1980-81-82-83, c. 
48, subsec. 21(1), applicable to taxation years commencing after 
October 28, 1980, to add “an annuity contract or”. 


Subsec. 52(1) substituted by 1974-75-76, c. 26, subsec. 23(1), appli- 
cable to 1972 et seq. 


Interpretation Bulletins: IT-96R6: Options to acquire shares, 
bonds or debentures and by trusts to acquire trust units; IT-432R2: 
Benefits conferred on shareholders. 


(1.1) Idem, where owner non-resident — For 
the purposes of this subdivision, where a non-resi- 
dent person has acquired property after 1971 (other 
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than property acquired as described in’ subsection 
(2), (3) or (6)) that would, if that person disposed of 
it, be taxable Canadian property. of that person and 


(a) an amount in respect of the value thereof has 
been included, otherwise than under section 7, in 
computing that person’s taxable income earned in 
Canada, or 


(b) an amount in respect of the value thereof has, 
for the purposes of computing the tax payable by 
that person under Part XII, been included in an 
amount that has been paid or credited to that 
person, 


the amount so included shall be added in computing 
the cost to that person of that property. 


Related Provisions: 69(5)(c) — No application to. property ap- 
propriated by shareholder on winding- up. 


Pre-RSC History: All that portion of subsec. 52(1. 1) preceding 
para. (a) substituted by 1974-75-76, c. 26, subsec. 23(2), applicable 
to 1972 et seq. 


Subsec. 52(1.1). added by 1973-74, c..14, subsec. 12(1), applicable 
to 1972 et seq. 


Interpretation Bulletins: IT-432R2: Benefits conferred on 
shareholders. 2 


(2) Cost of property received as dividend in 
kind — Where any property has, after.1971, been 
received by a shareholder of a corporation at any: 
time as, on account or in lieu of payment of, or in 
satisfaction of, a dividend payable in kind (other 
than a stock dividend) in respect of a share owned by 
the shareholder of the capital stock of the corpora- 
tion, the shareholder shall be deemed to have ac- 
quired the property at a cost to the shareholder equal 
to its fair market value at that time, and the corpora- 
tion shall be deemed to have disposed of the prop- 
erty at that time for proceeds equal to. that fair mar- 
ket value. 

Related Provisions: 69(5)(c)— No application to property ap- 
propriated by shareholder on winding-up; 80.1(4) —- Assets ac- 
quired from foreign affiliate of taxpayer as dividend in kind or as 
benefit to taxpayer. 


1.T. Technical News: No. 
dividends in kind). 


(3) Cost of stock dividend’! wHele' a share- 
holder of a corporation has, after 1971, received a 
stock dividend in respect of a share owned by the 
shareholder of the capital stock of the corporation, 
the shareholder shall be deemed to have acquired the 
share. or shares received by..the shareholder.as a 
stock dividend at.a cost to the shareholder ana to 
the total of 


(a) where the stock dividend is a sinha the 
amount of the stock dividend, 


(a.1) where the stock dividend is not a dividend, 
nil, and 

(b) where an- amount is included in the share- 
holder’s income in respect of the stock dividend 
under subsection 15(1.1), the amount so included. 


Related Provisions: 95(7)— Stock dividends from foreign 
affiliates. 


11 (U.S. spin-offs (divestitures) — 
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History: Paras. 52(3)(a), (a.1) substituted for para. (a) by 1994, c. 
7, Sch. Il (1991, c. 49), s. 29, applicable to stock dividends paid 
after May 23, 1985. Para, 52(3)(a) formerly read: 

(a) the amount of the stock dividend, and 


Pre-RSC History: Subsec. 52(3) substituted by 1986, c. 6, s. 25, 
applicable with respect to stock dividends received after May 23, 
1985 other than such stock dividends that were declared. by the cor- 
poration before May 24, 1985 and paid before 1986. Subsec. 52(3) 
formerly read: 


(3) Cost of stock dividend — Where a shareholder of a cor- 
poration has, after 1971, received a stock dividend in respect 
of a share owned by him of the capital stock of the corpora- 
tion, he shall be deemed to have acquired the share or shares 
received by him as a stock dividend at a cost to him equal to 


(a) where the stock dividend is a dividend, the amount of 
the stock dividend, and 


(b). where the stock dividend is not a dividend, nil. 


Subsec. 52(3) substituted by 1977-78, c..1, s: 20, applicable with 
respect to stock dividends received after 1976. Subsec. 52(3) for- 
merly read: 


(3) Where: a ehareHolded of a corporation has, after 1971, re- 
ceived a stock dividend in respect of a share owned by him of 
the capital stock of the corporation, he shall be deemed to 
have acquired the share or shares received by him as a stock 
dividend at a Cost to him equal to the amount of the stock 
dividend. 


Interpretation Bulletins: IT-88R2: Stock dividends. 


(4) Cost of property acquired as prize — 
Where any property has been acquired by a taxpayer 
at any time after 1971 as a prize in connection with a 
lottery scheme, the taxpayer shall be deemed to have 
acquired the property at a cost to the taxpayer equal 
to its fair market value at that time. 


Related Provisions: 40(2)(f) — No gain or loss on disposition of 
chance to win or right to receive a prize. 


Interpretation Bulletins: IT-213R: Prizes from lottery schemes 
and giveaway contests. 


(5) [Repealed under former Act] 


Pre-RSC History: Subsec, 52(5) repealed by 1973-74, c..14, sub- 
sec. 12(2), applicable in respect of property transferred after 1971. 
Subsec. 52(5) formerly read: 


(5) Cost of property transferred by trustee under 
employees profit sharing plan — Where any property has, 
after 1971, been transferred to a beneficiary sa bas trustee 
under an employees profit sharing plan, 


(a) subsection (1) does not BEET in respect of the prop- 
erty; and 


(b) the beneficiary shall be deemed to have acquired the © 
property ata cost to him equal to its fair market value at 
the time of the transfer. 


(6) Cost of right to receive from trust — Not- 
withstanding subsection (1), where a beneficiary 
under a trust acquires a right to enforce payment by 
the trust of an amount out of a capital gain or the 
income of the trust (determined without reference to 
the provisions of this Act) for the taxation year of the 
trust in which the right was acquired by the benefici- 
ary, for the purposes of this subdivision, the cost to 
the beneficiary of the right shall be deemed to be the 
amount that became so payable. 


Related Provisions: 107(2.1) — Distribution of trust property. 


S. 52 


Pre-RSC History: Subsec. 52(6) substituted by 1988, c. 55, s. 29, 
applicable with respect to rights acquired in a trust in the 1988 and 
subsequent taxation years of the trust. Subsec. 52(6) formerly read: 


(6) Cost of right received from unit trust — Where a bene- 
ficiary under a unit trust has, after 1971, acquired a right to 
enforce payment of an amount by the unit trust out of its capi- 
tal gains or income from property for its taxation year in 
which the right was acquired by him, notwithstanding subsec- 
tion (1), he shall be deemed to have acquired the right at a 
cost to him equal to the amount that became so payable minus 
such portion of that amount as was deductible in computing 
_ his income by virtue of subsection 65(1) or 104(16). . 


Subsec. 52(6) added by 1973-74, c. 14, subsec. 12(3), applicable to 
1972 et seq. 


Interpretation Bulletins: IT-286R2: Trusts — amounts payable; 
IT-390: Unit trusts — cost of rights and adjustments to cost base. 


(7) Cost of shares of subsidiary — Notwith- 
standing any other provision of this Act, where a 
corporation disposes of property to another corpora- 
tion in a transaction to which paragraph 219(1)(1) ap- 
plies, the cost'to it of any share of a particular class 
of the capital stock of the other corporation received 
by it as consideration for the property is deemed to 
be the lesser of the cost of the share to the corpora- 
tion otherwise determined immediately after the dis- 
position and the amount by which the paid-up capital 
in respect of that class increases because of the issu- 
ance of the share. 


History: Subsec. 52(7) amended by 1998, c. 19, s. 93, applicable to 
taxation years that begin after 1995. The subsec. formerly read: 


(7) Notwithstanding any other provision of this Act, where a 
corporation has disposed of property to its subsidiary wholly- 
owned, corporation in a transaction to which paragraph 
219(1)(k) applies, the cost to it of any share of a particular 
class of the capital stock of the subsidiary corporation re- 
~ ceived by it as consideration for the property shall be deemed 
to be equal to the lesser of the cost of the share-to the corpo- 
ration otherwise determined immediately after the disposition 
. and the amount, if any, by which the paid-up capital of that 
class increased by virtue,of the issuance of that share, 
Pre-RSC History: Subsec. 52(7) added by 1980-81-82-83, c. 48, 
subsec, 21(2), applicable with respect to dispositions of property oc- 
curring after December 11, 1979. 
Interpretation Bulletins: IT-137R3: Additional tax on certain 
corporations carrying on business in Canada. 


(8) Cost of shares on immigration [of corpo- 
ration] — Notwithstanding any other provision of 
this Act, where at any time a corporation becomes 
resident in Canada, the cost to any shareholder that is 
not at that time resident in Canada of any share of 
the capital stock of the corporation shall be deemed 
to be equal to the lesser of that cost otherwise deter- 
mined and the paid-up capital in respect of the share 
immediately after that time. 


Related Provisions: 128.1(1) — Effect of ssainigtntibn on corpo- 
ration; 250(4), (5) — Residence of corporation. 


History: Subsec. 52(8) added by 1994, c. 21, s. 21, applicable to 
dispositions occurring after 1992. 


Definitions [s. 52]: “amount” — 95(7), 248(1); “annuity” — 
248(1); “Canada” — 255; “capital gain” — 39(1)(a), 248(1); “class 
of shares” — 248(6); “corporation” — 248(1), Interpretation Act 
35(1); “dividend” — 248(1); “employees profit sharing plan” — 
144(1), 248(1); “non-resident” — 248(1); “paid-up capital” — 
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89(1), 248(1); “person”, “property” — 248(1); “resident in’ Can- 
ada” — 250; “share”, “shareholder”, “stock dividend”, “subsidiary 


wholly-owned corporation” — 248(1); “taxable Canadian  prop- 
erty” — 115(1)(b), 248(1); “taxation year” — 249; “taxpayer” — 
248(1); “trust” — 104(1), 248(1), (3); “unit~ trust” — 108(2), 
248(1). 


53. (1) Adjustments to cost base [additions to 
ACB] — In computing the adjusted cost base to a 
taxpayer of property at any time, there shall be added 
to the cost to the taxpayer of the property such of the 
following amounts in respect of the property as are 
applicable: 


(a) [negative ACB] — any amount deemed by 
subsection 40(3) to be a gain of the taxpayer for a 
taxation year from a disposition before wags time 
of the property; 


(b) [share, where 84(1) applied] — where the 
property is a share of the capital stock of.a corpo- 
ration resident in Canada, the amount of any divi- 
dend on the share deemed. by subsection 84(1) to 
have been received by the taxpayer. before that 
time; 

(c) [Share, where contribution of capital 
made] — where the property ‘is a share of the 
capital stock of a corporation and the taxpayer 
has, after 1971, made a contribution of capital to 
the corporation otherwise than by way of a loan, 
by way of a disposition of shares of a foreign af- 
filiate of the taxpayer to which subsection 85.1(3) 
or paragraph 95(2)(c) applies or, subject to sub- 
section (1.1), a disposition of property in respect 
of which the taxpayer and the corporation have 
made an election under section 85, that propor- 
tion of such part of the amount of the contribu- 
tion.as cannot reasonably be regarded as a benefit 
conferred by the taxpayer on a person (other than 
the corporation) who was related to the taxpayer 
that 


(i) the amount that may reasonably be re- 
garded as the increase in the fair market value, 
as a result of the contribution, of the share 
is of 

(ii) the amount that may reasonably be re- 
garded as the increase in the fair market value, 
as a result of the contribution, of all shares of 
the capital stock of the corporation owned by 
the taxpayer immediately after the 
contribution; 

Related Provisions: 52(8) — Cost to non- resident 7 share of 


corporation that becomes resident in Canada; 53(1)G) — Addition 
to ACB of share on which stock option benefit received. 


Pre-RSC History: That portion of para. 53(1)(c) preceding sub- 


para. (1) amended by 1988, c..55, subsec. 30(1), to substitute “a ben- 
efit conferred by the taxpayer Ona person” for “a gift made to or for 
the benefit of any person”, applicable with respect to contributions 
of capital occurring, after June 1988 in computing the adjusted cost 
base of property after June 1988. 


All that portion of para. 53(1)(c) preceding subpara. (i) substituted 
by 1980-81-82-83, c. 48, subsec. 22(1), applicable to.a contribution 
of capital made after December 11, -1979, to substitute “person 
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(other than the. corporation)” for 


“other shareholder. of- the 
corporation”. 


All that portion of para. 53(1)(c) preceding subpara. (i) substituted 
by 1976-77, c. 4, subsec. 13(1), applicable in respect: of contribu- 
tions of capital occurring after 1971 in computing the adjusted. cost 
base of a property after 1971. That portion formerly read: 


(c) where the property is a share of the capital stock of a cor-~ | 
poration resident in Canada and the taxpayer has; after 1971, 
made a contribution of capital to the corporation otherwise 
than by way of a loan or, subject.to subsection (1.1), a dispo- 
sition of property in respect of which the taxpayer and the 
corporation have made an election under section 85, that pro- 
portion of such part of the amount of the contribution as can- 
not reasonably be regarded as a gift made to or for the benefit 
of any other shareholder of the comorating who was related 
to the taxpayer that 


All that portion of para. 53(1)(c) i hee subpara. (i) substituted 
by 1974-75-76, c. 26, subsec. 24(1), applicable in respect of contri- 
butions of capital occurring after 1971 in computing the adjusted 
cost base of a property after 1971. 


Interpretation Bulletins: IT-291R2: Transfer of property to a 
corporation under. subsection 85(1); IT-456R: Capital: property — 
some adjustments to cost base; IT-527: Distress preferred shares. 


(d) [share of foreign affiliate] — where the 
property, is a share of the capital stock of a for- 
eign affiliate of the taxpayer, any amount re- 
quired by paragraph 92(1)(a) to. be added in com-, 
puting the adjusted cost base to the nee of 
the share; 


Related Provisions: 91(6) — Amounts deductible in . respect of 
dividends received. 


(d.1). [capital interest in trust] — where the 
property is a capital interest. of the taxpayer in a 
trust to which paragraph 94(1)(d) applies, any 
amount required by paragraph 94(5)(a) to be ad- 
ded in computing the adjusted cost base to the 
taxpayer of the interest; 


Related Provisions: 53(2)(h), (i), (Gj) — Deductions from ad- 
justed cost base — interest in a trust. 


Pre-RSC History: Para. 53(1)(d.1) added by ke 75- 16: c. 26, 
subsec. 24(2), applicable to 1972 et seg. 


(d.2) [unit in mutual fund trust] — where the 
property is a unit in a mutual fund trust, any 
amount required by subsection 132.1(2) to be ad- 
ded in computing the adjusted cost base to the 
taxpayer of the unit; 


Pre-RSC History: Para. 53(1)(d.2) added by 1988, 'c. 55, subsec. 
30(2), applicable to 1988 et seq. 


(d.3) [share] — where the property is a share of 
the capital stock of a corporation of which the 
taxpayer. was, at any time, a specified share- 
holder,-any expense incurred by the taxpayer in 
respect of land or a building of the corporation 
that was by reason of. subsection 18(2) or (3.1) 
not deductible by the taxpayer in computing the 
taxpayer's income for any taxation, year com-. 
mencing before that time; 


Related Provisions: 10(1.1) — Effect: of 53(1)(@.3 3) on cost of 
land inventory; 53(1)(h) — Where land owned directly by. taxpayer. 


Pre-RSC History: Para. 53(1)(d. 3) added by 1988, c. 55, subsec. 
30(2), applicable to 1988 et seq. ; 
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Interpretation Bulletins: IT-153R3: Land developers — subdivi- 
sion and development costs and carrying charges on land. 
(ec) [partnership interest] — where the prop- 
erty 1s an interest in a partnership, 


- death, other than an interest referred to in sub- 
section 96(1.5); 


(vi) any amount deemed by subsection 40(3.1) 
to be a gain of the taxpayer for a taxation year 


(1) an amount in respect of each fiscal period 
of the partnership. ending after 1971 and 
before that time, equal to the total of all 
amounts each of which is the taxpayer’s share 
(other than a share under an agreement re- 
ferred to in subsection’ 96(1.1)) of the income 
of the partnership from ‘any source for that fis- 
cal period, computed as if this Act were read 
without reference to 


(A) the fractions set out in subsection 
14(5),: paragraph 38(a) and subsection 
41(1), 


(A.1) paragraph 18(1)(.1), and 


(B) paragraph (i), paragraphs 12(1)(o) and 
(z.5), 18(1)(m), 20(1)(v.1) and 29(1)(b) 
and (2)(b), section 55, subsections 69(6) 
and (7) and paragraph 82(1)(b) of this Act 
and paragraphs 20(1)(gg) and 81(1)(r) and 
(s) of the Income Tax Act, chapter 148 of 
the Revised Statutes of Canada, 1952, and 
the provisions of the Income Tax Applica- 
tion Rules relating to income from the op- 
eration of new mines, 


(ii) the taxpayer’s share of any capital divi-: 


dends and any, life insurance capital dividends 
received by the partnership before. that time 
on shares of the capital stock of a corporation 
that were partnership property, 


(111) the taxpayer’s share of the amount, if any, 
~_ by which 

(A) any proceeds of a life insurance policy 
received by the partnership after 1971 and 
before that. time. in consequence. of the 
death of any person whose life was insured 
under the policy, 


exceeds 


(B) the adjusted cost basis (within. the 
meaning assigned by subsection 148(9)) of 
the policy to the partnership immediately 
before that person’s death, / 


(iv) where the taxpayer has, after 1971, made 
a contribution of capital to the partnership 
otherwise than by way of loan, such part of 
the amount of the contribution as cannot rea- 
sonably be regarded as a benefit conferred on 
any other member of the partnership who was 
related to the taxpayer, 


(v), where the time is immediately before. the 
taxpayer’s death and the taxpayer was at that 
time a member of.a partnership, the. value, at 
the time of the taxpayer’s death, of the rights 
or things referred to in subsection 70(2) in re- 
spect of a partnership interest held by the tax- 
payer immediately before the taxpayer’s 
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from a disposition before that time of the 
property, 

(vil) any. amount: deemed by paragraph 
98(1)(c) or 98.1(1)(c) to be a gain of the tax- 
payer for a taxation year from a disposition 
before that time of the property, 


(vii.1) a share of the taxpayer’s Canadian de- 
velopment expense or Canadian oil and gas 


. property expense that was deducted, at. or 


before that time in computing the adjusted 


cost base to the: taxpayer of the interest be- 


cause of subparagraph (2)(c)(i1) and in respect 
of which the taxpayer elected under paragraph 
(f) of the definition “Canadian development 
expense” in subsection 66.2(5) or paragraph 
(b) of the definition “Canadian. oi and. gas 
property expense” in subsection 66.4(5), as 
the case may be, 


(vill) an amount deemed, before that time, by 
subsection 66.1(7), 66.2(6) or 66.4(6) to be an 
amount referred to in the description of G in 
the definition “cumulative Canadian explora- 
tion expense’ in subsection 66.1(6), paragraph 
(a) of the description of F, in the definition 
“cumulative Canadian development expense” 
in subsection 66.2(5) or the description of G 
in that definition, or paragraph (a) of the 
description of F in the definition “cumulative 
Canadian oil and gas property. expense” in 
subsection 66.4(5) or the description of G in 
that definition in respect of the taxpayer, 


(ix) the amount, if any, by which 


(A) the taxpayer’s share of the amount of 

-any assistance or benefit that the partner- 
ship received or became entitled to receive 
after 1971 and before that time from a gov- 
ernment, municipality or other public au- 
thority, whether as a grant, subsidy, forgiv- 
able loan, deduction from royalty or tax, 
investment allowance or any other form of 
assistance or benefit, in respect of or re- 
lated to a Canadian resource property or an 
exploration or development expense in- 
curred in Canada 


exceeds 


(B) the part, if any, of the amount included 
in clause (A) in respect of the interest that 
was repaid before that time by the taxpayer 
under a legal obligation to repay all or any 
part of the amount, 


(x) any amount required by section 97 to be 
added before that time in computing the ad- 
justed cost base to the taxpayer of the interest, 
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(xi) of which the taxpayer’s share of any in- 
come or loss of the partnership was, at any 
time, 10% or more, any expense incurred by 
the taxpayer in respect of land or a building of 
the partnership that was by reason of subsec- 
tion 18(2) or (3.1) not deductible by the tax- 
payer in computing the taxpayer’s income for 
any taxation year CORMEENCMES before that 
time, and 


(xii) any amount required by paragraph 
110.6(23)(a) to be added at that time in com- 
puting the adjusted cost base to the taxpayer 
of the interest; | 


Related’ Provisions: 10(i.!) — Cost of land inventory; 
40(3.13) — Artificial transactions affecting partnership capital; 
53(2)(c) — Reduction in adjusted: cost base — partnership. interest; 
70(6)(d.1:)Gii) — Where transfer or distribution to spouse or trust; 
70(9.2)(c)Gii) — Transfer of family farm corporations and partner- 
ships; 70(9.3)(e)(iii) — Transfer of family farm corporation or part- 
nership from spouse’s trust to children of settlor: 87(2)(e.1) — 
Amalgamations — cost of partnership interest; 248(8) — Occur- 
rences as a consequence of death; 248(16) — GST input tax credit 
and rebate deemed to be assistance; 248(18) — GST — repayment 
of input tax credit. 


History: Cl. 53(1)(e)(i)(B) amended by 1997, c. 25, subsec. 7(1), 
applicable for the purpose of computing the adjusted cost base of 
property after 1996. Cl. (e)(i)(B) formerly read: 


(B) paragraph (i), paragraphs 12(1)(o), 18(1)(m), 20(1)(v.1) 
and 29(1)(b).and (2)(b), section 55, subsections 69(6) and (7) 
and paragraph 82(1)(b) of this Act and paragraphs 20(1)(gg) 
and 81(1)(r) and (s) of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952, and the provisions of the 
Income Tax Application Rules relating to income from the op- 
eration of new mines, 


New subpara..53(1)(e)(vi) added by 1995, c. 3, subsec..14(1), appli- 
cable after February 21, 1994. 


Subpara. 53(1)(e)(xii) added by 1995, c.3, subsec. 14(2), applicable 
to 1994 et seq. 


Subpara. 53(1)(e)(vii.1) added by 1994, c. 7, Sch. VHI (1993, c. 
24), subsec. 15(1), applicable after July 1990. 


Subpara. 53(1)(e)(ix) substituted by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 30(1), applicable for the purposes of computing the adjusted 
cost base of an interest in a partnership after January 1990. Subpara. 
(e)(ix) formerly read: 


(ix) the taxpayer’s share of the amount of any assistance or 
benefit that the partnership has received or has become enti- 
tled to receive after 1971 and before that time from a govern- 
ment, municipality or other public authority, whether as a 
grant, subsidy, forgivable loan,-deduction from royalty or tax, 
investment allowance or any other form of assistance or bene- 
fit, in respect of or related to a Canadian resource property or 
an exploration or development expense incurred in Canada, 


Pre-RSC History: Cl. 53(1)(e)()(A) substituted by 1988, c. 55, 
subsec. 30(3), applicable to 1988 et seg. Cl. (e)(i)(A) formerly read: 


(A) the references in section 14, paragraph-38(a) and subsec- 
tion 41(1) to “hn”, 


Subpara. 53(1)(e)(iv) amended by 1988, c. 55, subsec. 30(4), to sub- 
stitute “a benefit conferred on any other member” for “a gift made 
to or for the benefit of any other member’, applicable with respect 
to contributions of capital occurring after June 1988 in computing 
the adjusted cost base of property after June 1988, 


Subpara. 53(1)(e)(xi) added by 1988, c. 55, subsec. 30(5), applica- 
ble to 1988 ef seq. 
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Former subpara. 53(1)(e)(vi) repealed by 1985, c. 45, subsec: 22(1), 
applicable with respect to dispositions occurring after 1984, but for 
property disposed of by a partnership prior to.1985, subpara. 
53(1)(e)(vi) shall apply and be read as it was at the time of the dis- 
position having regard to any subsequent amendments thereto that 
applied at that time. Subpara. (e)(vi) formerly read: 


(vi) the taxpayer’s share (other than a share under an agree- 
ment referred to in subsection 96(1.1)) of the amount, if any, 
by which 


(A) any proceeds of disposition that'become receivable 
by the partnership in respect of the disposition after 1971 
of a property owned by the partnership.on December 31, 
1971 that is a property referred to in paragraph 59(2)(d) 
or (e) 


exceeds 


(B) the relevant percentage as defined in subsection 59(4) 
of the proceeds of disposition described in clause (A), 


Cl. 53(1)(e)G)(B) substituted. by 1984, c. 1, subsec. 20(1), to substi- 
tute “81(1)(r) and (s)” for “69(7.1)(b)”, applicable to 1982 et seq., 
except that for the period before January 19, 1984 the reference to 
“paragraph 81(1)(r)” shall be read as a reference to “paragraphs 
69(7.1)(b), 810. )(1)”. 


CL. 53(1)(e)G)(A-1) added by 1980-81-82-83, c. 68, subsec. 115(1), 
applicable to determining the adjusted cost base. of a partnership in- 
terest after December 31, 1980. 


Cl. 53(1)(e)G)(B), subpara. 53(1)(e)Gi) substituted, subpara. (x) ad- 
ded by. 1980-81-82-83, c. 140, subsecs, 22(1)-(3), applicable, as to 
cl. 53(1)(e)()(B), to taxation years ending after January 31, 1982, as 
to subpara. 53(1)(e)(ii), after June 28, 1982, and, as to subpara. 
53(1)(e)(x), to dispositions occurring after November 12, 1981. Cl. 
(i)(B), subpara. (i1) formerly read: 


(B) paragraph (i) of this subsection, paragraphs 42(1)(0), 
18(1)(m), 20(1)(v.1), 20(1)(gg), 29(1)(b)and 29(2)(b), 
section 55, subsections 69(6) and 69(7). and paragraph 
82(1)(b) and the provisions of the. Income. Tax Applica- 
tion Rules, 197] relating to income from the operation of 
new mines, 


(ii) the taxpayer’s share of any capital dividends received by 
the partnership before that time on shares of the ‘capital stock 
of a corporation that were partnership property, © 


Cl. 53(1)(e)G)(B), subpara. 53(1)(e)(viii) substituted, subpara. 
53(1)(e)(ix) added by 1980-81-82-83, c. 48, subsecs. 22(2), (3), ap- 
plicable, as to cl. 53(1)(e)G)(B) and subpara. 53(1)(e)Gx), in deter- 
mining the adjusted cost base of a partnership interest after October 
28, 1980 and in determining the adjusted cost base of a partnership 
interest disposed of. by a person after 1976 and before October 29, 
1980 where that person so elects in prescribed form before 1982, 
and, as to subpara. 53(1)(e)(vili),. to taxation years. ending after De- 
cember 11, 1979. Cl. @)(B) and subpara. (viii) formerly read: 


(B) paragraph 29(1)(b) or (2)(b), paragraph (i) of this 
subsection, section 55, paragraph 82(1)(b) and the provi- 
sions of the Income Tax Application Rules, 1971 relating 
to income from the operation of new mines} 
(vili) an amount deemed, before. that time, by. subsection 
66.1(7) or 66.2(6) to be an amount referred to in subpara- 
graph 66.1(6)(b)(vi) or 66.2(5)(b)(v) or (vi) in ered of the 
taxpayer; ; 


Cl. 53(1)(e)Gii)(B) substituted by 1977-78, c. 32, s. 9, apBiicable to 
life insurance proceeds received after March 31, 197. el. (iii)(B) 
formerly read: 


(B) all amounts paid as or on account of A int under the 
policy, 
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Subpara. 53(1)(e)(v) substituted, subpara. 53(1)(e)(viii) added by 
1977-78, c. 1, subsecs. 21(1), (2), applicable to 1977 et seg. Sub- 
para.’ (v) formerly read: 


(v) any amount included in computing the taxpayer’s income 
in respect of the partnership. by virtue of subsection 70(2), 
other than an amount included therein by virtue of subsection 
96(1.5), 


Subpara. 53(1)(e)(vii) substituted by 1976-77, c. 4, subsec. 13(2), 
applicable after May 25, 1976. Subpara. (vii) formerly read: 


(vii) any amount deemed by paragraph 98.1(1)(c) to be a gain 
of the taxpayer for a taxation year from a disposition before 
that time of the property; 


All that portion of subpara. 53(1)(e)(i), preceding cl. (A) and cl. 
53(1)(e)(i)(B) substituted, subparas. 53(1)(e)(v)—(vil) added by 
1974-75-76, c. 26, subsecs. 24(3)-(5), applicable to 1972 et seq. 


IT. Application Rules: 26(9)-(9.4) (where taxpayer became part- 
ner before 1972); 69 (meaning of “Income Tax Act, chapter 148 of 
the Revised Statutes of Canada, 1952” in cl. 53(1)(e)(i)(B)). 


interpretation Bulletins: IT-138R: Computation and flow- 
through of partnership income; IT-153R3: Land developers — sub- 
division and development costs and carrying charges on land; IT- 
242R: Retired partners; IT-278R2: Death of a partner or of a retired 
partner; IT-338R2: Partnership interests — effects on ACB of ad- 
mission or retirement of a partner; IT-353R2: Partnership inter- 
ests — some adjustments to cost base; IT-358: Partnerships — 
deferment of fiscal year-end; IT-430R3: Life insurance proceeds re- 


ceived by a private corporation or a partnership as a consequence of 


death; IT-471R: Merger of partnerships. 


1.T. Technical News: No. 5 (adjusted cost base of partnership 
interest); No. 9 (calculation of ACB of a partnership interest); No. 
12 (adjusted cost base of partnership interest — subparagraph 
53(1)(e)(viii)). 
Forms: T2065: Determination of adjusted cost base of a partner- 
ship interest; T5015: Reconciliation of partner’s capital account; 
T5016; Partner’s share of partnership capital. 


(f) [substituted property] — where the prop- 
erty is substituted property (within the meaning 
assigned by paragraph (a) of the definition “su- 
perficial loss” in section 54) of the taxpayer, the 
amount, if any, by which 


(i) the amount of the loss that was, because of 
the acquisition by the taxpayer of the prop- 
erty, a superficial loss of any taxpayer from a 
disposition of a property 


exceeds 


(ii) where the property disposed of was a 
share of the capital stock of a corporation, the 
amount that would, but for paragraph 
40(2)(g), be deducted under subsection 
112(3), (3.1) or (3.2) in computing the loss of 
any taxpayer in respect of the disposition of 
the share; 
Related Provisions: 40(2)(g)(i) — Superficial loss denied; 
40(2)(h) — Loss on disposition of share of controlled corporation; 
142,.4(1)“tax basis’(h) — Disposition of specified debt obligation 
by financial institution. 
History: Para. 53(1)(f) substituted by. 1994, c. 7, Sch. II. (1991, c. 
49), subsec. 30(2), applicable for the purposes of computing the ad- 
justed cost base of property after July 13, 1990. Para. 53(1)(f) for- 
merly read: 


(f) where the property is substituted property (within the 
meaning assigned by the definition “superficial loss” in sec- 
tion 54) of the taxpayer, the amount of the loss that was, by 
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virtue of the acquisition by the taxpayer of the property, a 
superficial loss of any taxpayer; 


Interpretation Bulletins: IT-456R: Capital property — some ad- 
justments to. cost base. 


(f.1) [property disposed of at loss by other 
corporation] — where the taxpayer is a taxable 
Canadian corporation and the property was dis- 
posed of by another taxable Canadian corporation 
to the taxpayer in circumstances such that 


(i) paragraph (f.2) does not apply to increase 
the adjusted cost base tothe other corporation 
of shares of the capital stock of the taxpayer, 
and 


(ii); the capital loss from the disposition was 

“deemed by paragraph 40(2)(e.1) (or, where 
the property was acquired by the taxpayer 
before1996;. by paragraph, 40(2)(e) ; or 
85(4)(a) as those, paragraphs, read in: their ap- 
plication to property acquired before April 26, 
1995) to. be nil, 


the amount that would otherwise have been the 

capital loss from the disposition; 
Related Provisions: 53(1)(f.11) — Alternative addition to ACB 
on dispositions subject to para. 40(2)(e.1); 142:4(1)“tax basis’’(h) — 
Disposition’ of specified debt obligation by finaricial institution. 
History: Para. 53(1)(f.1) amended by 1998, c. 19, subsec. 94(1), 
applicable, subject to s:'247 of 1998, c’ 19 (grandfathering rule re- 
produced after's. 260), to. dispositions of property that occur after 
April.26, 1995. The para. formerly read: 

.(f.1) where the taxpayer’is a taxable Canadian corporation 
and the: property. was disposed of by another taxable Canadian 
corporation to the taxpayer in circumstances such that para- 
graph (f.2) does not apply so as to increase the adjusted cost 
base to the other corporation of shares of the capital stock of 
the taxpayer and the capital loss from the disposition was 
deemed by paragraph 40(2)(e) or (e.1) or 85(4)(a) to be nil, 
the amount that would otherwise have been the capital loss 
from the disposition; 

Advance Tax Ruling: ATR-57: Transfer of property for estate 
planning purposes; ATR-66: Non-arm’s length transfer of debt fol- 
lowed by a winding-up and a sale of shares. 


(f.11) [property disposed of at loss by 
other person] — where the property was dis- 

- posed. of by a person (other than a non-resident 
person or a person exempt from tax under this 
Part on the person’s taxable income) or by an eli- 
gible Canadian partnership ‘(as defined in subsec- 
tion 80(1)) to the taxpayer in circumstances such 
that 


(i) paragraph (f.1) does not saan to increase 
the adjusted cost base to the taxpayer of the 
property, 

(ii) paragraph (f:2) does not apply to increase 
the adjusted, cost base to that person of shares 
of the capital stock of the taxpayer, and 


(iii) the capital loss from the disposition was 
deemed by, paragraph 40(2)(e.1) (or, where 
the. property was acquired. by the taxpayer 
before 1996, by. paragraph 85(4)(a) as it read 
in its’ application to property acquired before 
April 26, 1995) to be nil, 
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the amount that would otherwise be the capital 
loss from the disposition; 


History: Para. 53(1)(f.11) amended by 1998, c. 19, subsec. 94(1), 
applicable, subject to s. 247 of 1998, c. 19 (grandfathering rule re- 
produced after s. 260), to dispositions of property that occur after 
April 26, 1995. The para. formerly read: 
(f.11) where the property was disposed of by a person (other 
than a non-resident person or a person exempt from tax under 
this Part on the person’s taxable income) or by an eligible 
Canadian partnership (within the meaning assigned by sub- 
section 80(1)) to the taxpayer in circumstances such that para- 
graph (f.1) does not apply so as to increase the adjusted cost 
base to the taxpayer of the property, paragraph (f.2) does not 
apply so as to increase the adjusted cost base to that person of 
shares of the capital stock of the taxpayer and the capital loss 
from the disposition was deemed by paragraph 40(2)(e.1) or 
85(4)(a) to be nil, the amount that would otherwise be the 
capital loss from the disposition; 


(f.12) [commercial obligation owing to tax- 
payer] — where the property is a particular 
commercial obligation (in this paragraph having 
the meaning assigned by subsection 80(1)) paya- 
ble to the taxpayer as consideration for the settle- 
ment or extinguishment of another commercial 
obligation payable to the taxpayer and the tax- 
payer’s loss from the disposition of the other ob- 
ligation was reduced because of paragraph 
40(2)(e.2), the proportion of the reduction that 
the principal amount of the particular obligation 
is of the total of all amounts each of which is the 
principal amount of a commercial obligation pay- 
able to the taxpayer as consideration for the set- 
tlement or extinguishment of that other 
obligation; 


(f.2) [Share] — where the property is a share, 
any amount required by paragraph 40(3.6)(b) (or, 
where the property was acquired by the taxpayer 
before 1996, by paragraph 85(4)(b) as it read in 
its application to property disposed of before 
April 26, 1995) to be added in computing the ad- 
justed cost base to the taxpayer of the share; 


Related Provisions: 53(1)(f.1), (f.11) — Para. (f.2) takes prece- 
dence over (f.1) and.(f.11). 


History: Para. 53(1)(f.2) amended by 1998, c. 19, subsec. 94(2), 
applicable, subject to s. 247 of 1998, c. 19 (grandfathering rule re- 
produced after s. 260), to dispositions of property that occur after 
April 26, 1995. The para. formerly read: 


(f.2) where the property is a share of the capital stock of a 
corporation, any amount required by paragraph 85(4)(b) to be 
added in computing the adjusted cost base to the taxpayer of 
the share; 


Para. 53(1)(f.1) amended and paras. (f.11) and (f.12) added by 
1995, c. 21, subsec. 17(1), applicable to taxation years that end after 
February 21, 1994. Para. 53(1)(f.1) formerly read: 


(f.1) where the property has been ‘disposed of by a taxable 
Canadian corporation to the taxpayer, and the taxpayer is a 
taxable Canadian corporation, in circumstances such that par- 
agraph 85(4)(b) does not apply so as to increase the adjusted 
cost base to the corporation of shares of the capital stock of 
the taxpayer, and the corporation’s capital loss from the dis- 
position has been deemed by paragraph 40(2)(e) or 85(4)(a) 
to be nil, the amount that would otherwise have been the cor- 
poration’s capital loss from the disposition; 
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Pre-RSC History: Paras. 53(1)(f.1) substituted, (f:2) added. by 
1979, c. 5, subsec. 14(1), applicable, as to para..53(1)(f.1);4m re- 
spect of dispositions of property after November 16,1978, and,.as 
to para. 53(1)(f.2), in respect of dispositions of property after 1971. 


Para. 53(1)(f.1) added by 1977-78, c. 1, subsec. 21(3), applicable in 
respect of dispositions occurring after March 31, 1977, 


Interpretation Bulletins: IT-456R: Capital property — some ad- 
justments to cost base. 


(gz) [bond, mortgage, etc.] — where the prop- 
erty is a bond, debenture, bill, note, mortgage or 
similar obligation, the amount, if any, by which 
the principal amount of the obligation exceeds 
the amount for which the obligation was issued, 
if such excess was required by subsection 16(2) 
or (3) to be included in computing the income of 
the taxpayer for a taxation year SoD EHS 
before that time; 


(g.1) [indexed debt obligation] — where the 
property is an indexed debt obligation, any 
amount determined under subparagraph 
16(6)(a)(i) in respect of the obligation and re- 
quired to be included in computing the taxpayer’s 
income for a taxation year beginning Dekore. that 
time; 


Related Provisions: 53(2)(1.1) — Reduction in adjusted cost 
base — indexed debt obligation. 


History: Para. 53(1)(g.1) added by 1994, c. 7, Sch. VIII (1993, c: 
24), subsec. 15(2), applicable with respect to indexed debt obliga- 
tions issued after October 16, 1991. 


(h) [land] — where the property is land’ of the 
taxpayer, any amount paid by the taxpayer or by 
another taxpayer in respect of whom the taxpayer 
was a person, corporation or partnership de- 
scribed in subparagraph (b)(i), (ii) or (iii) of the 
definition “interest on debt relating to the acquisi- 
tion of land” in. subsection 18(3), after. 1971 and 
before that time pursuant to a legal obligation to 


pay 
(i) interest on debt relating to the acquisition 
of land (within the. meaning pissin by sub- 
section 18(3)), or 


(ii) property taxes (not including income’ or 
profits taxes or taxes imposed by reference to 
the transfer of property) paid by the taxpayer 
in respect of the property to a province or to a 
Canadian municipality ) 


to the extent that that amount was neither deduct- 
ible because of subsection 18(2) in computing the 
taxpayer’s income from the land or from a busi- 
ness for any taxation year beginning before that 
time nor in computing the income of another per- 
son in respect of whom the taxpayer was a per- 
son, corporation or partnership described in sub- 
paragraph (b)(1), (4i) or (111) of the definition 
“interest on debt relating to the acquisition of 
land” in subsection 18(3), and was not included 
in or added to the cost to that other person of any 
property otherwise than because of paragraph 
(d.3) or subparagraph (e)(xi);._, 
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Related Provisions: 43.1(2) — Life estates in real property; 

53(1)(d.3) — Where: land owned through a corporation. 

History: Subpara. 53(1)(h)(i) substituted by 1994, c. 7, Sch. II 

(1991, c..49), subsec. 30(3), applicable ‘to 1988 et seg. Subpara. 

53(1)(h)G) formerly read: 
(i) interest on debt relating to the acquisition of land, or an 
amount payable by the taxpayer for the land, or 

That portion of para. 53(1)(h) following subpara. (ii) substituted by 

1994, c. 7, Sch. If (1991, c. 49), subsec. 30(4), applicable to 1988 et 

seg. That portion formerly read: 
to the extent that that amount was not deductible by reason of 
subsection 18(2) in computing the taxpayer’s income from 
the land or from a business for any taxation year commencing 
before that time or, by reason of subsection 18(3), in comput- 
ing the income of another taxpayer in respect of whom the 
taxpayer was a person, corporation or partnership described 
in subparagraph (b)(i), (11) or (aii) of the definition “interest 
on debt relating to the acquisition of land” in subsection 
18(3), where that amount was not included in the cost to that 
other taxpayer of any property other than by reason of para- 
graph (d.3). or subparagraph (e)(xi); 

Pre-RSC History: That portion of para: 53(1)(h) preceding sub- 

para. (ii) substituted by 1988, c. 55, subsec. 30(6), applicable with 

respect to expenses incurred. in 1988 et seg.. That portion formerly 

read: 
‘(h) where. the property is land of the taxpayer, any amount 
paid by him after 1971 and before that time pursuant to a le- 
gal obligation to pay 


(1) interest on borrowed money used to. acquire the land, 
or on an.amount payable by. him for the land, or 


That portion of para. 53(1)(h) following subpara. (11) substituted by 
1988, c. 55, subsec. 30(7), applicable to 1988 et seg. That portion 
formerly read: 


to the extent that that amount was, by virtue of subsection 
18(2), not deductible in computing his income from the land 
or from a business for a taxation year commencing before 
that time; 


Interpretation Bulletins: [T-456R: Capital property — some ad- 
justments to cost base.. 


(i) [land used in farming] — where the prop- 
erty is land used in a farming business carried on 
by the taxpayer, an amount in respect of éach tax- 
ation year ending after 1971 and commencing 
before that time, equal to the taxpayer’s loss, if 
any, for that year from the farming business, to 
the extent that the loss 


(1) was not, by virtue of section 31, deductible 
in computing the taxpayer’s income for that 
year, . | 
(11) was» not deducted in computing the tax- 
payer’s taxable income for the taxation year in 
which the taxpayer disposed of the property or 
any preceding taxation year, 


(iii) did not exceed the total of 


(A) taxes (other than income or profits 
taxes or taxes imposed by reference to the 
transfer of the property) paid by the tax- 
payer in that year or payable by the tax- 
payer in respect of that year to a province 
or a Canadian pinpuann eran in respect of 
the property, and 
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(B) interest, paid by the taxpayer in that 
year or payable by the taxpayer in respect 
of that year, pursuant to a legal obligation 
to pay interest on borrowed money used to 
acquire the property or on any amount as 
consideration payable for the property, 


to the extent that those taxes and interest were 
included in computing the loss, and 


(iv). did. not exceed the remainder obtained 
when 


(A) the total of each of the taxpayer’s 
losses from the farming business for taxa- 
tion years preceding that year (to the ex- 
tent that they are required by this para- 
graph to be added in computing the 
taxpayer’s adjusted cost. base..of the 


__. property), 
is deducted from 


(B) the amount, if any, by which the tax- 
-payer’s proceeds of disposition of the 
property exceed the adjusted cost base to 
the taxpayer of the property immediately 
before that time, determined without refer- 
. ence to this paragraph; 
Related Provisions: 96(1)(e) — Partnerships — gains to be com- 
puted without reference to para. 53(1)(i); 101 — Corresponding rule 
for partnerships; 111(1)(c), (d) —Farming loss carryovers; 
111(3)— Limitations on deductibility of loss carryover; 111(6) — 
Limitation. 


Pre-RSC History: Subpara. 53(1)(i)(ii) substituted by 1984, c. 1, 
subsec. 20(2), applicable to 1983 et seg., to substitute “deducted” 
for “deductible” and “preceding” for “previous”. 


Interpretation Bulletins: [T-232R2: Non-capital losses, net capi- 
tal losses, restricted farm losses, farm losses and limited partnership 
losses — their composition and deductibility in computing taxable 
income. ey 


(j) [Share taxed as stock option benefit] — 
where the property is a share and, in respect of its 
acquisition by the taxpayer, a benefit was deemed 
by section 7 to have been received in any taxation 
year ending after 1971 and commencing before 
that time by the taxpayer or by a person that did 
not deal at arm’s length with the taxpayer, the 

--amount of the benefit so deemed ‘to have been 
received; 


Related Provisions: 49(3)(b)— Where option to acquire 
exercised. 


Pre-RSC History: Para. 53(1)(j) substituted by 1985, c. 45, sub- 
sec. 22(2), applicable in computing the adjusted cost base of a share 
acquired after 1984. Para. 53(1)G) formerly read: 


(j) where the property is a share in respect of the acquisition 
of which a benefit.was deemed by section 7 to have been re- 
ceived by the taxpayer in any taxation year ending after 1971 
and commencing before that time, the amount of the benefit 
so deemed to have been received: 


Selected Cases [para. 53(1)(j)]:; Mansfield v. The Queen, [1983] 
C.T.C. 97 (FCTD); aff'd [1984] C.T.C. 547 (FCA); leave to appeal 
to SCC refused (1985), 58 NR 237 (Debentures converted into com- 
mon shares constitute conferred employment benefit; value added to 
adjusted cost base). 
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Interpretation Bulletins: IT-96R6: Options to acquire shares, 
bonds or debentures and by. trusts to acquire trust units; IT-113R4: 
Benefits to employees — stock options. 


(k) [expropriation asset] — where the prop- 
erty is an expropriation asset of the taxpayer 
(within the meaning assigned by section 80.1) or 
an asset of the taxpayer assumed for the purposes 
of that section to be an expropriation asset 
thereof, any amount required by paragraph 
80.1(2)(b) to be added in computing the adjusted 
cost base to the taxpayer of the asset; 


Related Provisions: 53(2)(n) — Reduction in ACB of expropria- 
tion asset. 


Pre-RSC History: Para. 53(1)(k) added by 1973-74, c. 14, subsec. 
13(1), applicable to 1972 et seq. 


(1) [interest in related segregated fund 
trust] — where the property is an interest in a re- 
lated segregated fund trust referred to in section 
138.1, 


(i) each amount deemed by paragraph 
138.1(1)(f) to be an amount payable to the 
taxpayer before that time in respect of that 
interest, 


(ii) each amount required by subparagraph 
138.1(1)(g)(@i) to be added before that time in 
respect of that interest, 


(iii) each amount in respect of that interest 
that is a capital gain deemed to have been al- 
located under subsection 138.1(4) to the tax- 
payer before that time, and 


(iv) each amount in respect of that interest that 
before that time was deemed by subsection 
138.1(3) to be a capital gain of the taxpayer; 
Related Provisions: 53(2)(q) — Deductions from ACB of re- 


lated segregated fund trust; 138.1(5) — ACB of property in related 
segregated fund trust. 


Pre-RSC History: Para. 53(1)(1) added by 1977-78, c. 1, subsec. 
21(4), applicable to 1978 et seq. 


1.T. Application Rules: 26(4) (where property owned since 
before 1972). 


(m) [offshore investment fund property] — 
where the property is an offshore investment fund 
property (within the meaning assigned by subsec- 
tion 94.1(1)), 


(i) any amount included in respect of the prop- 
erty by virtue of subsection 94.1(1) in com- 
puting the taxpayer’s income for a taxation 
year commencing before that time, or 


(11) where the taxpayer is a controlled foreign 
affiliate (within the meaning of subsection 
95(1)), of a person resident in Canada, any 
amount included in respect of the property in 
computing the foreign accrual property in- 
come of the controlled foreign affiliate by rea- 
son of the description of C in the definition 
“foreign accrual property income”’ in subsec- 
tion 95(1) for a taxation .year commencing 
before that time; 
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Pre-RSC History: Subpara. 53(1)(m)(ii) substituted by 1985, c. 

45, subsec. 22(3), applicable after 1984. Subpara. 53(1)(m)(ii) for- 

merly read: 
(ii) where the taxpayer is a controlled foreign affiliate, within 
the meaning of paragraph 95(1)(a), of a person resident in 
Canada, any amount included in respect of the property in 
computing the income of the person by virtue of subpara- 
graph 95(1)(b)Gi.1) for a taxation year CORNER ne before 
that time. 


Para. 53(1)(m) added by 1984, c. 45, s. 14, applicable after 1984. 


Pre-RSC History [former para. 53(1)(m)]: Para. 53(1)(m) re- 
pealed by 1980-81-82-83, c. 140, subsec. 22(4), applicable with re- 
spect to dispositions occurring after November 12, 1981. Para. 
53(1)(m) formerly read: 


(m) where the property is an interest in an annuity contract, 
other than a life annuity contract as defined by regulation 
made under subsection 16(4), each amount in respect thereof 
that was included by virtue of subsection 12(3) in computing 
the income of the taxpayer for any taxation year commencing 
before that time. 


Para. 53(1)(m) added by 1980-81-82-83, c. 48, subsec. 22(4), appli- 
cable in determining the adjusted cost base of an interest in an annu- 
ity contract after October 28, 1980. 


(n) [surveying and valuation costs] — the 
reasonable costs incurred by the- taxpayer, before 
that time, of surveying or valuing the property for 
the purpose of its acquisition or disposition (to 
the extent that those costs are not deducted by the 
taxpayer in computing the taxpayer’s income for 
any taxation year or attributable to any other 
property); 

Related Provisions: 20(1)(dd) — Deduction for site investiga- 

tion expenses. 


Pre-RSC History: Para. 53(1)(n) added by 1985, c. 45, subsec. 
22(4), applicable with respect to costs incurred after 1984. 


Interpretation Bulletins: IT-407R4: Dispositions of cultural 
property to designated Canadian institutions. 


(o) [real property — remainder interest] — 
where the property is real property of the tax- 
payer, any amount required by paragraph 
43.1(2)(b) to be added in computing the adjusted 
cost base to the taxpayer of the property; 
History: Para. 53(1)(0) added by 1994, c..7, Sch. VIII (1993, c. 


24), subsec. 15(3), applicable in computing the adjusted cost base of 
property after December 20, 1991. 


(p) [flow-through entity after 2004] — where 
the time is after 2004 and the property is an inter- 
est in or a share of the capital stock of a flow- 
through entity (within the meaning assigned by 
subsection 39.1(1)), the amount determined by 
the formula i 


Aix == 
iaG 


where 


A is the amount, if any, that would, if the defini- 
tion “exempt capital gains balance” in subsec- 
tion 39.1(1) were read without reference to 
“that ends before 2005”, be the taxpayer’s ex- 
empt capital gains balance in respect of the 
entity for the taxpayer’s 2005 taxation year, 
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B is the fair market value at that time of the 
property, and 
C is the fair market value at that time of all the 
taxpayer’s interests in or shares of the capital 
stock of the entity; 
Related Provisions: 53(1)(r) — Increase in ACB before 2005. 
History: Para. 53(1)(p) added by 1995, c. 3, subsec. 14(3), applica- 
ble to 1994 et seq. 
(q) [history preservation rules — debt for- 
giveness] — any amount required under para- 
graph (4)(b), (5)(b), (6)(b), 47(1)(d), 49(3.01)(b), 
51(1)(d.2), 86(4)(b) or 87(5.1)(b) or (6.1)(b) to be 
added in computing the adjusted cost base to the 
taxpayer of the property; and 
History: Para. 53(1)(q) added by 1995, c. 21, subsec. 17(2), appli- 
cable to taxation years that end after February 21, 1994. 
(r) where the time is before 2005, the property is 
an interest in, or a share of the capital stock of, a 
flow-through entity described in any of 
paragraphs (a) to (f) of the definition “flow- 
through entity” in subsection 39.1(1) and imme- 
diately after that time the taxpayer disposed of all 
of the taxpayer’s interests in, and shares of the 
capital stock of, the entity, the amount deter- 
mined by the formula 


A x B/C 
where 


-A_ is the amount, if any, by which the taxpayer’s 
exempt. capital gains balance (as defined in 
subsection 39.1(1)) in respect of the entity for 
the taxpayer’s taxation year that includes that 
time exceeds the total of all amounts each of 
which is 

(i) the amount by which a capital gain is 
reduced under section 39.1 for the year be- 
cause of the taxpayer’s exempt capital 
gains balance in respect of the entity, or 


(11) 4/3 of an amount by which ‘a taxable 
capital gain, or the income from a busi- 
ness, is reduced under section 39.1 for the 
year because of the taxpayer’s exempt cap- 
ital gains balance in respect of the entity, 


B is the fair market value at that time of the 
property, and 

C is the fair market value at that time of all the 
taxpayer’s interests in, and shares of the capi- 
tal stock of, the entity. 


Related Provisions: 39.1(7) — Nil exempt capital gains balance; 
53(1)(p) — Increase in ACB after 2004. 


History: Para. 53(1)(r) added by 1998, c. 19, subsec. 94(3), appli- 
cable to 1994 et seq. 


(1.1) Deemed contribution of capital — For the 
purposes of paragraph (1)(c), where there has been a 
disposition of property before May 7, 1974, and 


(a) the taxpayer and the corporation referred to in 
that paragraph have made an election under sec- 
tion 85 in respect of that property, and 


S. 53(2)(a) 


(b) the consideration received by the taxpayer for 
the property did not include shares of the ee 
stock of the corporation, 


the disposition of property shall be deemed to be a 
contribution of capital equal to the amount, if any, 
by which 


(c) the amount that the taxpayer and the corpora- 
tion have agreed on in the election 


exceeds 


(d) the fair market value at the time of the dispo- 
sition of any consideration received by the tax- 
payer for the property. so disposed of. 
Pre-RSC History: Subsec. 53(1.1) added by 1974-75-76, c. 26, 
subsec. 24(6), applicable in respect of contributions of capital oc- 
curring before May 7, 1974 in computing the adjusted cost base of a 
property after 1971. 


Interpretation Bulletins: IT-456R: Capital property — some ad- 
justments to cost base. 


(2) Amounts to be deducted [from ACB] — In 
computing the adjusted cost base to. a taxpayer of 
property at any time, there shall be deducted such of 
the following amounts in respect of the property as 
are applicable: 


(a) [share] — where the property is a anaes of 
the capital stock of a corporation resident in Can- 
ada, 


(i) any amount received by the taxpayer after 
1971 and before that time as, on account or in 
lieu of payment of, or in satisfaction of, a div- 
idend on the share (other than a taxable divi- 
dend or a dividend in respect of which the 
corporation paying the dividend has elected in 
accordance with subsection 83(2) or (2.1) in 
respect of the full amount thereof), 


(ii) any amount received by the taxpayer after 
1971 and before that time on a reduction of 
the paid-up capital of the corporation in re- 
spect of the share, except to the extent that the 
amount is deemed by subsection 84(4) or (4.1) 
to be a dividend received by the taxpayer, 


(iii) any amount required to be deducted 
before that time under section 84.1 of the Jn- 
come Tax Act, chapter 148 of the Revised 
Statutes of Canada, 1952, as it applied before 
May 23, 1985 in computing the adjusted cost 
base to the taxpayer of the share, and 


(iv) any amount, to the extent that such 
amount is not proceeds of disposition of a 
share, received by the taxpayer before that 
time that would, but for subsection 84(8), be 
deemed by subsection 84(2) to be a dividend 
received by the taxpayer; 
Related Provisions: 40(2)(h), (i) — Limitation on capital loss on 
certain shares; 52(8) — Cost to non-resident of share of corporation 
that becomes resident. in Canada; 91(6)— Amounts deductible in 
respect of dividends received, 


History: Subpara. 53(2)(a)(ii) substituted by 1994, c. 7, Sch. I 
(1991, c. 49), subsec. 30(5), to add reference to subpara. 84(4.1), 
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applicable: for’ the purpose of computing the adjusted cost base of 
any share after 1989. 

Pre-RSC History: See end of siilaieer 53(2). 

I.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 19527)3 

Interpretation Bulletins: IT-456R: Capital property — some ad- 
justments to cost base. 

Advance Tax Ruling: ATR-54: Reduction of paid-up capital. 


(b) [Share of non-resident corporation] — 
where the property is a share of the capital stock 
of a corporation not resident in Canada, 


(i) any amount required by paragraph 
80.1(4)(d) or section 92 ‘to be deducted in 
computing the adjusted cost base to a tax- 
payer of the share, and 


(ii) any amount received by the taxpayer after 
1971 and before that time on a reduction of 
the paid-up capital of the corporation in re- 
spect of the share; 
Related Provisions: 52(8)— Cost to non-resident of share of 
corporation that becomes resident in Canada. 
Pre-RSC History: See end of subsec. 53(2). 
(b.1) [capital interest in non-resident 
trust] — where the property is a capital interest 
of the taxpayer in a trust to which paragraph 
94(1)(d) applies, any amount required by para- 
graph 94(5)(b) to be deducted in computing the 
adjusted cost base to the taxpayer of the interest; 
Pre-RSC History: See end of subsec. 53(2). 


(b.2) [property of corporation after change 
in control] — where the property is property of 
a corporation control of which was acquired by a 
person or group of persons at or before that time, 
any amount required by paragraph 111(4)(c) to 
be deducted in computing the Nas, cost base 
of the property; 

Related Provisions: 142.4(1)“tax basis”(q) — Disposition of 

specified debt obligation by financial institution. 


Pre-RSC History: See end of subsec. 53(2). 


(c) [partnership interest] — where the prop- 
erty is an interest in a partnership, 


(i) an amount in respect of each fiscal period 
of the partnership ending after 1971 and 
before that time, equal to the total of amounts 
each of which is the taxpayer’s share (other 
than a share under an agreement referred to in 
subsection 96(1.1)) of any loss of the partner- 
ship from any source for that fiscal period, 
computed as if this Act were read without ref- 
erence to 
(A) the fractions set out in subsection 
14(5) and paragraph 38(b), 
(A.1) paragraph 18(1)(1.1), _ 
(B) paragraphs 12(1)(o) and. (z.5), 
18(1)(m). and 20(1)(v.1), section 31, sub- 
section 40(2), section 55 and subsections 
69(6) and (7) of this Act and paragraphs 
20(1)(gg) and 81(1)(r) and (s) of the Jn- 
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come Tax Act, chapter 148 of the-Revised 
Statutes of Canada, 1952, and 


(C) subsections: 100(4)*and. 112(3:1),’ and 
“subsection 112(4.2) as it read:m its appli- 

cation to dispositions: of property’ that oc- 

curred. before April 27, 1995s)...9 »2 


except to the extent that all ora pave of 
such a loss may reasonably be considered to 
have been, included in the, taxpayer’s limited 
partnership. loss in respect of the partnership 
for the taxpayer’s taxation year in miyehy that 
fiscal period ended, 


(i.1) an amount in respect of each fiscal period 
of the partnership ending before that time that 
is the taxpayer’s limited partnership Joss in re- 
spect of the partnership for the taxation year 
in which that fiscal period ends to. the extent 
that such loss was deducted, by the taxpayer in 
computing the taxpayer’s taxable income for 


- any taxation year that commenced pelnre, that 


time, 


G.2) ‘any amount astniéd by wibeestion 
40(3.12) to be a loss of the taxpayer for a‘tax- 
ation year from a disposition before that time 
of the property, MES SA 
(1.3) if at that time the property is not a tax 

shelter investment as defined by section 143.2 
and the taxpayer would be a member, de- 


“scribed in subsection 40(3.1); of ‘the “partner- 
~ ship if the fiscal period of the partnership that 


includes that time ended at that time, the un- 
paid principal amount of any indebtedness of 
the taxpayer for which recourse is limited, ei- 
ther immediately or in the future and either 
absolutely or contingently, and that can rea- 
sonably be considered to have been used to 
acquire the property, - 


(1.4) if the taxpayer is a echpe of the part- 
nership who was a specified member of the 
partnership at all times since becoming a 


‘member of the partnership or the taxpayer is 


at that time a limited partner of the partnership 
for the purposes of subsection ey the 


_ amount 


(A) deducted under subsection 34, 24) in 
computing the taxpayer’s. come. for. the 
taxation year in respect of, the. interest, 
where that time is in the taxpayer’ s first 
taxation year in which a qualifying fiscal 
period (within the meaning assigned by 
subsection 34.2(1)) of the business carried 
on by the taxpayer as a member of the 
partnership ends and is after the end of that 
period, and 


(B) where that time is in siiseGeiier taxation 
year, deducted under, subsection 34.2(4) in 
respect of the interest in computing the 
taxpayer’s income: for the’ taxation gear 
preceding that other year 
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unless. 


(C) that time is immediately before a dis- 
position of the imterest and no amount is 
deductible under subsection 34.2(4) in re- 
spect of the interest in computing the tax- 


payer’s income for the taxation year fol-— 


lowing the taxation eat that includes that 
time, 


(D) the taxpayer has set 31, 1995 
income in respect of the business because 
of section 34.1, or. 


(E) the taxpayer’s partnership interest was 
held by the taxpayer on.February 22, 1994 
and is an excluded interest (within the 
meaning assigned by subsection 40(3.15)) 
at the end of the fiscal period of the part- 
nership that includes that time, 


(ii) an amount in respect of each fiscal period 
of the partnership ending after 1971 and 
before that time, other than a fiscal period af- 
ter the fiscal period ‘in which the taxpayer 
ceased to be a member of the partnership, 
equal to the taxpayer’s share of the total of 


(A) amounts that, but for paragraph 
96(1)(d), would’ be deductible in comput- 


ing the income of the partnership for the | 


fiscal period by virtue of the provisions of 
the Income Tax Application Rules relating 
to exploration and development expenses, 


(B) the Canadian exploration and develop- 
ment expenses and foreign exploration and 
development expenses, if any, incurred by 
the partnership in the fiscal period, 


(C) the Canadian exploration expense, if 
any, incurred by insite in the fis- 
cal period, 


(D) the Canadian Aevelopmend expense, if 
any, incurred by the partnership in the fis- 
cal period, and 


(E) the Canadian oil and gas property ex- 
pense, if any, incurred by the a ay 
in the fiscal ‘period, 


(iii) any amount deemed by subsection 
110.1(4) or 118.1(8) to have been a gift made, 
or by subsection 127(4.2) to have been an 
amount contributed, by the taxpayer by reason 
of the taxpayer’s membership in the partner- 
ship at the end of a fiscal period of the part- 
nership ending before that time, 


(iv) any amount.required by. section 97 to be 
deducted before that time in computing the 
adjusted cost base to,the taxpayer ofthe 
interest, 

(v) any amount received by the taxpayer after 
1971 and before that time as, on account or in 
lieu of payment of, or in satisfaction of, a dis- 
tribution of the taxpayer’s share (other than a 
share under an agreement referred to in sub- 


S. 53(2)(e) 


section 96(1.1)) of the partnership profits or 
partnership capital, 


Selected Cases [subpara. 53(2)(c)(v)]: Stursberg (R.K.G.) v. 
MNR, [1993] 2 C.T.C. 76 (FCA) (Transactions resulting in reduc- 
tion of partner’s share and corresponding increase of another part- 
ner’s share was disposition of part of first partner’s interest, not dis- 
tribution of capital). 


(vi) an amount equal to that portion of all 
amounts deducted under subsection 127(5) in 
computing the tax otherwise payable by, the 
taxpayer under this Part for the taxpayer’s tax- 
ation years ending before that time that may 
reasonably be.attributed to amounts added in 
computing the investment ‘tax credit of the 
_ taxpayer by virtue of subsection 127(8), 


(vil) any amount added pursuant to subsection 
127.2(4) in computing the taxpayer’s share- 
purchase tax credit for a taxation year ending 
before or after that time, 


(viii) an amount equal to 50% of the amount 
deemed to be designated pursuant to subsec- 
tion 127.3(4) before that time in respect of 
each share, debt obligation or right acquired 
by the partnership and deemed to have been 
acquired by _ the taxpayer under that 
subsection, 


(ix) the amount of all assistance received by 
the taxpayer before that time that has resulted 
in a reduction of the capital cost of a deprecia- 
ble property to the partnership by virtue of 
subsection 13(7.2), 


(x) any amount deductible by the taxpayer 
under subparagraph 20(1)(e)(vi) in respect of 
the partnership for a taxation year of the tax- 
payer ending at or after that time, and 


(xi) any amount required by paragraph 
110.6(23)(b) to be deducted at that time in 
computing the adjusted cost.base to the tax- 
payer of the interest; 


Related Provisions: 40(3) — Deemed gain when ACB becomes 
negative; 40(3.13) — Artificial transactions affecting partnership 
capital; 53(1)(e) — Addition to adjusted cost base — partnership in- 
terest; 66.8(1) — Resource expenses. of . limited’ partner; 
70(6)(d.1) — Where transfer or distribution to spouse or trust; 
70(9.2)(c)(iii) — Transfer of family farm corporations and partner- 
ships; 70(9.3)(e)(iii) — Transfer of family farm corporation or part- 
nership from spouse’s trust to children of settlor; 80(1)“excluded 
obligation’ (a)(i11) — Debt forgiveness rules do not apply where 
amount deducted in computing ACB (e.g., under 53(2)(c)(i.3)); 
87(2)(e.1) — 
Amalgamations — continuing corporation; 96(2.2)(c) — At-risk 
amount — amount deducted under 53(2)(c)(.3); 98(1)(c) — Dispo- 
sition of partnership property; 100(2) — Gain from disposition of 
interest. in partnership; 127(12.2) — Interpretation; 248(16) — 
GST — input tax credit and rebate; 248(18) — GST — repayment 
of input tax credit. 


History: Cl. 53(2)(c)(i)(C) and, subpara. 53(2)(c)(i.3) amended by 
1998, c. 19, subsec. 94(4) and (5),.cl. 53(2)(c)@)(C) applicable after 
April 26, 1995 and subpara. 53(2)(c)(i.3) applicable to indebtedness 
of a taxpayer arising after September 26, 1994, other than indebted- 
ness arising under an agreement in writing entered into by the tax- 
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payer before September 27, 1994. The cl. and subpara. formerly 
read: 


(C) subsections 112(3.1) and (4.2), 


(i.3) where at that time the taxpayer would be a member de- 
scribed in subsection 40(3.1) of the partnership, if the fiscal 
period of the partnership that includes that time ended at that 
time, the unpaid principal amount of any debt of the taxpayer 
at that time in respect of which recourse against the taxpayer 
is limited, either immediately or in the future and either abso- 
lutely or contingently, and that can reasonably be considered 
to have been used to acquire the property, 
Cl. 53(2)(c)(i)(B) amended by 1997, c. 25, subsec. 7(2), applicable 
for the purpose of computing the adjusted cost base of property after 
1996. Cl. @)(B) formerly read: 
(B) paragraphs 12(1)(0), 18(1)(m), 20(1)(v.1), section 31, 
subsection 40(2), section 55 and subsections 69(6) and (7) of 
this Act and paragraphs 20(1)(gg) and 81(1)(r) and (s) of the 
Income Tax Act, chapter 148 of the Revised Statutes of Can- 
ada, 1952, and: — 
Subpara. 53(2)(c)(i.4) added by 1996, c. 21, s. 12, applicable after 
1994. 
Subparas. 53(2)(c)(1.2) and (i.3) added by 1995, c. 3, subsec. 14(4), 
subpara. (1.2) applicable after February 21, 1994, and (1.3) applica- 
ble to debts entered into by a taxpayer after September 26, 1994 
other than such a debt entered into pursuant to an agreement in writ- 
ing entered into by the taxpayer before September 27, 1994. 


Subpara. 53(2)(c)(xi) added by 1995, c. 3, subsec. 14(5), applicable 
to 1994 et seq. 


Pre-RSC History: See end of subsec. 53(2). 


1.T. Application Rules: 26(9)-(9.4) (where taxpayer became part- 
ner before 1972); 69 (meaning of “Jncome Tax Act, chapter 148 of 
the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-138R: Computation and flow- 
through of partnership income; IT-242R: Retired partners; IT- 
278R2: Death of a partner or of a retired partner; IT-338R2: Part- 
nership interests — effects on ACB of admission or retirement of a 
partner; IT-341R3: Expenses of issuing or selling shares, units in a 
trust, interests in a partnership or syndicate, and expenses of bor- 
rowing money; IT-353R2: Partnership interests — some adjust- 
ments to cost base; IT-358: Partnerships — deferment of fiscal 
year-end. 


I1.T. Technical News: No. 5 (adjusted cost base of partnership 
interest); 9 (calculation of ACB of a partnership interest). 


Forms: T2065: Determination of adjusted cost base of a partner- 
ship interest; T5015: Reconciliation of partner’s capital account; 
T5016: Partner’s share of partnership capital. 


(d) [part of property retained] — where the 
property is such that the taxpayer has, after 1971 
and before that time, disposed of a part of it while 
retaining another part of it, the amount deter- 
mined under section 43 to be the adjusted cost 
base to the taxpayer of the part so disposed of; 


Interpretation Bulletins: IT-200: Surface rentals and farming 
operations. 


(e) [Share] — where the property is a share, or 
an interest in or a right to a share, of the capital 
stock of a corporation acquired before August, 
1976, an amount equal to any expense incurred 
by the taxpayer in consideration therefor, to the 
extent that the expense was, by virtue of 


(1) paragraph (e) of the definition “Canadian 
exploration and development expenses” in 
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subsection 66(15), a Canadian exploration and 
development expense, 

(ii) paragraph (i) of the definition “Canadian 
exploration expense” in subsection 66.1(6), a 
Canadian exploration expense, 

(iii) paragraph (g) of the definition “Canadian 
development expense” in subsection 66.2(5), 
a Canadian development expense, or 


(iv) paragraph (c) of the definition “Canadian 
oil and gas property expense” in subsection 
66.4(5), a Canadian oil and gas property 
expense 


incurred by the taxpayer; 
Pre-RSC History: See end of subsec. 53(2). 


(f) [consideration from joint exploration 
corporation] — where the property was re- 
ceived by the taxpayer as consideration for any 
payment or loan 


(i) made before April 20, 1983 by the tax- 
payer as a shareholder corporation (within the 
meaning assigned by subsection 66(15)) to a 


joint exploration corporation of the. share- 
holder, and 


(11) described in paragraph (a) of the definition. 
“agreed portion” in subsection 66(15), 


or the property was substituted for such a prop- 
erty, such portion of the payment or loan as may 
reasonably be considered to be related to an 
agreed portion (within the meaning assigned by 
subsection 66(15)) of the joint exploration corpo- 
ration’s 


(iii) Canadian exploration and development 
expenses, 
(iv) Canadian exploration expense, 
(v) Canadian development expense, or 
(vi) Canadian oil and gas property expense, 
as the case may be; 
Related Provisions: 248(5) — Substituted property. 
Pre-RSC History: See end of subsec. 53(2). - 
(f.1) [share of joint exploration corpora- 
tion] — where the property is a share of the capi- 
tal stock of a joint exploration corporation resi- 
dent in Canada and the taxpayer has, after 1971, 
made a contribution of capital to the corporation 
otherwise than by way of a loan, which contribu- 
tion was included in computing the adjusted cost 
base of the property by virtue of paragraph (1)(c), 
such portion of the contribution as may reasona- 
bly be considered to be part of an agreed portion 
(within the meaning assigned by subsection 
66(15)) of the corporation’s 


(i) Canadian exploration and development 
expenses, 


(ii) Canadian exploration expense, 
(ii) Canadian development expense, or 
(iv) Canadian oil and gas property expense, 


316 


Subdiv. c — Taxable:Capital Gains 


as the case may be; 


Pre-RSC History: See end of subsec. 53(2). 


(f.2) [resource expenses renounced by 
joint exploration corporation] — any 
amount required by paragraph 66(10.4)(a) to be 
deducted before that time in computing the ad- 
justed cost base to the taxpayer of the property; 


Advance Tax Ruling: ATR-60: Joint exploration corporations. 


(g) [debt forgiveness] — where section 80 is 
applicable in respect of the taxpayer, the amount, 
if any, by which the adjusted cost base to the tax- 
payer of the property is required in, prescribed 
manner to be reduced before that time; 


Regulations: 5400(1)(c)-(e) (prescribed manner). 


(g.1) [history preservation rules — debt 
forgiveness] — any amount required under 
paragraph (4)(a), (S)(a),  (6)(a),. 47C1)(c), 
49(3.01)(a), 51(1)(d.1), 86(4)(a) or 87(5.1)(a) or 
(6.1)(a) to be deducted in computing the adjusted 
cost base to the taxpayer of the property or any 
amount by which that adjusted cost base is re- 
quired to be reduced because of subsection 80(9), 
(10) or (11); | 


Related Provisions: 80.03(2), (3)— Gain on subsequent “sur- 
render” of property; 107(1)(a) — Reduction in gain on disposition 
of capital interest in trust. 


History: Para. 53(2)(g.1) added by 1995, c. 21, subsec. 17(3), ap- 
plicable to taxation years that end after February 21, 1994. 


Interpretation Bulletins: IT-96R6: Options to acquire ‘shares, 
bonds or debentures and by trusts to acquire trust units. 


(h) [capital interest in trust] — where the 
property is a capital interest of the taxpayer in a 
trust (other than an interest in a personal trust ac- 
quired by the taxpayer for no consideration or an 
interest of the taxpayer in a trust described in any 
of paragraphs (a) to (d) of the definition “trust” in 
subsection 108(1)), 


(i) any amount paid to the taxpayer by. the 
trust after 1971 and before that time as a dis- 
tribution or payment of capital by the trust 
(otherwise than as proceeds of disposition of 
the interest or part thereof), to the extent that 
the amount became payable before 1988, 


(i.1) any amount that has become payable to 
the taxpayer by the trust after 1987 and before 
that time in respect of the interest (otherwise 
than as proceeds of disposition of the interest 


or part thereof), except to the extent of the 


portion thereof 


(A) that was included in the taxpayer’s in- 
come by reason of subsection 104(13) or 
from which an amount of tax was deducted 
under Part XIII by reason of paragraph 
212(1)(c), or 


S. 53(2)() 


(B) where the trust was resident in Canada 
throughout its taxation year in which the 
amount became payable 


(I) that is equal to '/3 of the amount des- 
ignated by the trust under subsection 
104(21) in respect of the taxpayer, or 


(Il) that was designated by the trust 
under subsection 104(20) in respect of 
the taxpayer, 


(ii) an amount equal to that portion of all 
amounts deducted under subsection 127(5) in 
computing the tax otherwise payable by the 
taxpayer under this Part for the taxpayer’s tax- 
ation years ending before that time that may 
reasonably be attributed to amounts added in 
computing the investment tax credit of the 
taxpayer by virtue of subsection 127(7), 


(ii1) any amount, added pursuant to subsection 
127.2(3) in computing the taxpayer’s share- 
purchase tax credit for a taxation year ending 
before or after that time, 


(iv) an amount equal to 50% of the amount 
deemed to be designated pursuant to subsec- 
tion 127.3(3) before that time. in respect of 
each share, debt obligation or right acquired 
by the trust and deemed.to have been acquired 
by the taxpayer under that subsection, and 


(v) an amount equal to the amount of all assis- 
tance received by the taxpayer before that 
time that has resulted in a reduction of the 
capital cost of a depreciable property to the 
trust by virtue of subsection 13(7.2); 
Related Provisions: 53(1)(d.1)— Additions to adjusted cost 
base — capital interest in a trust; 53(2)(), (j) — further deduction 
from ACB of interest in a trust; 87(2)G.6) — Amalgamations — 
continuing corporation; 104(20) — Designation re non-taxable divi- 
dends; 104(24)— Whether amount payable to beneficiary; 
127(12.2) — Interpretation; 248(1)“personal trust” — Where inter- 
est deemed acquired for no consideration. 


Pre-RSC History: See end of subsec: 53(2). 


Interpretation Bulletins: IT-342R: Trusts: Income payable to 
beneficiaries; IT-381R3: Trusts — capital gains and losses and the 
flow-through of taxable capital gains to beneficiaries; [T-390: Unit 
trusts — cost of rights and adjustments to cost base; IT-456R: Capi- 
tal property — some adjustments. to cost base. 


(i) [capital interest in non-resident 
trust] — where the property is a capital interest 
in a trust (other than a unit trust) not resident in 
Canada that was purchased after 1971 by the tax- 
payer from a non-resident person at a time when 
the fair market value of such of the trust property 
as was 


(i) a Canadian resource property, 
(ii) [Repealed under former Act] 


(iii) an income interest in a trust.resident in 
Canada, 


(iy) taxable Canadian property, or 
(v) a timber resource property 
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was not less than 50% of the total of 
(vi) the fair market value of all the trust prop- 
erty, and 
(vii) the amount of any money of the trust on 
hand, 

that proportion of the amount, if any, by which 


(viii) the fair market value at that time of such 
of the trust property as was property described 
in subparagraphs (i) to (v) 

exceeds 
(ix) the total of the cost amounts to the trust at 
that time of such of the trust properties as 


were properties described in subparagraphs (i) 
to (v), 


that the fair market value at that time of the inter- 
est is of the fair market value at that time of all 
capital interests in the trust; 


Related Provisions: 53(3) — Application of 53(2)(i) and (j). 
Pre-RSC History: See end of subsec. 53(2). 
(j) [unit-of non-resident unit trust] — where 
the property is a unit of a unit trust not resident in 
Canada that was purchased after 1971 by the tax- 
payer from a non-resident person at a time when 
the fair market value of such of the trust property 
as was 
(i) a Canadian resource property, 
(ii) [Repealed under former Act] 
(iii) an. income interest in a trust resident in 
Canada, 
(iv) taxable Canadian property, or 
(v) a timber resource property 
was not less than 50% of the total of 


(vi) the fair market value of all the trust prop- 
erty, and 


(vil) the amount of any morhs of he trust on 
hand, 


that proportion of the amount, if any, By which 


(viii) the fair market value at that time of such 
of the trust property as was property described 
in subparagraphs ® to (Vv), 

exceeds 
(ix) the total of the cost amounts to the trust at 
that time of such of the trust properties as 


were properties described in subparagraphs (1) 
to (Vv), 


that the fair market value at that time of the unit 
is of the fair market value at that time of all of the 
issued units of the trust; 


Related Provisions: 53(3) — Application of 53(2)(i) and (j). 
Pre-RSC History: See end of subsec. 53(2). 


(k) [assistance received or receivable] — 
where the property was acquired by the taxpayer 
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after 1971, the amount, if any, by which the total 

of yrs 
(i) the amount of any assistance which the tax- 
payer has received or is entitled to receive 
before that time from a government, munici- 
pality or other public authority, m respect of, 
or for the acquisition of, the property, whether 
as a grant, subsidy, forgivable loan, deduction 
from tax not otherwise provided for under this 
paragraph, investment allowance or as any 
other form of assistance other than 


(A) an amount described in paragraph 
37(1)(d), 

-(B) an amount deducted as an allowance 
under section 65, 


(C). the amount of prescribed ‘assistance 
that the taxpayer has received or is entitled 
to receive in respect of, or for the acquisi- 
tion of, shares of the capital stock of a pre- 
scribed venture capital corporation or a 
prescribed labour-sponsored venture capi- 
tal corporation or shares of the capital 
stock of a taxable Canadian corporation 
that are held ina prescribed stock savings 
plan, or 


(D) an amount included in income by vir- 
tue of paragraph 12(1)(u) or-56(1)(s), and 
(ii) all amounts deducted under subsection 


127(5) or (6) in respect of the Aiba before 
that time, 


exceeds such part, if any, of the assistance re- 
ferred to in subparagraph (i) as has been repaid 
before that time by the taxpayer pursuant to’an 
obligation to repay all or any, part of that 
assistance; 


Related Provisions: 39(13) — Rena assistance deemed a capi- 
tal loss; 125.4(5) — Canadian film/video credit is deemed to be as- 
sistance; 125.5(5) — Film/video production services credit is 
deemed to be assistance: 127(12.2) — Interpretation; 127.4(1)“net 
cost”(b) — Labour-sponsored venture. capital corporation; 
248(16) — GST input tax credit and rebate deemed tobe assistance; 
248(18) — GST — repayment of input tax credit. 
History: Cl. 53(2)(k)(i)(C) substituted by 1994, ¢. 21, s.22, appli- 
cable. to 1991 et seg. That cl. formerly read: 
(C) the amount of any prescribed assistance received by the 
taxpayer that has been provided in respect of, or for the ac- | 
quisition of, shares of the capital stock of a prescribed venture 
capital corporation or a prescribed labour-sponsored venture 
capital corporation or shares of the capital stock of a taxable 
Canadian corporation that are held in a prescribed stock sav- 
ings plan; or 
Pre-RSC History: See end of subsec. 53(2). 


Regulations: 6700, 6700.1 (prescribed: venture capital corpora- 
tion); 6701 (prescribed labour-sponsored .venture. capital corpora- 
tion); 6702 (prescribed assistance); 6705 (prescribed stock savings 
plan). 


Interpretation Bulletins: 
general comments. 
(1) [debt abligationts — sicher ih property is a 
debt obligation, any amount that was: deductible 
by virtue of subsection 20(14) in computing the 


IT-273R: Government assistance — 
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taxpayer’s income for any taxation year com- 
mencing before that time in respect of interest on 
that debt obligation; 


Pre-RSC History: See end.of subsec. 53(2). 


(1.1) [indexed debt obligation] — where the 
property is an indexed debt obligation, 


(1) any amount determined under subpara- 


graph 16(6)(a)(1i) in respect of the obligation 


and deductible in computing the income of the 
taxpayer for a taxation year beginning before 
_that time, and 


(1) the amount of any payment that was. re- 
ceived or that became receivable by the tax- 
payer at or before that time in respect of an 
amount. that was added under paragraph 
(1)(g.1) to the cost to the taxpayer of the 
~ obligation; 
Related Provisions: 53(1)(g.1) — Addition to adjusted cost 
base — indexed debt obligation. 


History:. Para. 53(2)(1.1) added by 1994, c.. 7, Sch. VIII (1993, c. 
24), subsec, 15(4), applicable with respect to indexed debt obliga- 
tions issued after October 16, 1991. 


(m) [amounts deducted from income] — 
such part of the cost to the taxpayer of the prop- 
erty as was deductible: (otherwise than by virtue 
of this subdivision) in computing the taxpayer’s 
income for any taxation year commencing before 
that time and ending after 1971; 


Pre-RSC History: See end of subsec. 53(2). 


Interpretation Bulletins: IT-350R: Investigation of site; IT- 
456R: Capital property —.some adjustments to cost base. 


(n) [expropriation asset] — where the prop- 
erty is an expropriation asset of the taxpayer 
(within the meaning assigned by section 80.1) or 
an asset of the taxpayer assumed for the purposes 
of that section to. be. an expropriation asset 
thereof, any amount required. by paragraph 
80.1(2)(b) to be deducted in computing the ad- 
_Justed cost base to the taxpayer of the asset; 


Related Provisions: 53(1)(k) — Addition to ACB of expropria- 


tion. asset. 
Pre-RSC History: See end of subsec. 53(2). 


(o) [right to receive partnership prop- 
erty] — where the property is a right to receive 
partnership property within the meaning assigned 
by paragraph 98.2(a) or 100(3)(a), any amount 
received by the taxpayer in full or partial satisfac- 
tion of that right; | 


Pre-RSC History: See end of subsec. 53(2). 


(p) [debt owing by corporation] — where the © 


property is a debt owing to the taxpayer by a cor- 
poration, any amount required to be deducted 
before that time under section 84.1 of the Income 
Tax Act, chapter 148 of the Revised Statutes of 
Canada, 1952, as it applied before May 23, 1985 
or subsection 84.2(2) in computing the adjusted 
cost base to the taxpayer of the debt; 


S. 53(2)(u) 


Pre-RSC History: See end of subsec. 53(2). 


I.T. Application Rules: 69 (meaning of “Jncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


(q) [interest in related segregated fund 
trust] — where the property is an interest in a re- 
lated segregated fund trust referred to in section 
138.1, 


(i) each amount in respect of that interest that 
is a capital loss deemed to have been allocated 
under subsection 138.1(4) to the taxpayer 
before that time, and 


(11) each amount in respect of that interest that 
before that time was deemed by subsection 
138.1(3) to be a capital loss of the taxpayer; 


Related Provisions: 53(1)(1) — Addition to ACB of interest in 
related segregated fund trust; 138.1(5)— ACB of property in re- 


lated segregated fund trust. 


Pre-RSC History: See end of subsec. 53(2). 


(r) [Repealed under former Act] 
Pre-RSC History: See end of subsec. 53(2). 


(s) [amount elected under 53(2.1)] — the 
amount, if any, by which 


(i) the amount elected by the taxpayer before 
that time under subsection (2.1) 


exceeds 


(ii) any repayment before that time by the tax- 
payer of an amount received by the taxpayer 
as described in subsection (2.1) that may rea- 
sonably be considered to relate to the amount 
elected where the repayment is made pursuant 
to a legal obligation to repay all or any part of 
the amount so received; 
Related Provisions: 12(1)(t)— Income inclusion — investment 
tax credit; 12(1)(x),— Payments as inducement or as reimbursement 
etc.; 39(13) — Repayment of assistance; 40(3) — Deemed capital 
gain when ACB goes negative; 53(2.1) — Election; 87(2)(j.6) — 
Amalgamations — continuing corporation. 


Pre-RSC History: See end of subsec. 53(2). 


(t) [right to acquire shares] — where the 
property is a right to acquire shares under an 
agreement, any amount required by paragraph 
164(6.1)(b) to be deducted in computing the ad- 
justed cost base to the taxpayer of the right; 


History: Para. 53(2)(t) added by 1994, c. 7, Sch. VII (1993, c. 24), 
subsec. 15(5), applicable after July 13, 1990. 


1.T. Application Rules: 26(3). 


Interpretation Bulletins: [T-456R: Capital property — some ad- 
justments to cost base. 


(u) [non-qualifying real property] — where 
the property was at the end of February 22, 1994 
a non-qualifying real property (within the mean- 
ing assigned by subsection 110.6(1) as that sub- 
section applies to the 1994 taxation year) of a 
taxpayer, any amount required by paragraph 
110.6(21)(b) to be deducted in computing the ad- 
justed cost base to the taxpayer of the property; 
and 
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History: Para. 53(2)(u) added by 1995, c. 3, subsec. 14(6), applica- 
ble to 1994 et seq. 


-(v) [excessive capital gains election] _ 
where the taxpayer elected under subsection 
110.6(19) in respect of the property, any amount 
required by subsection 110.6(22) to be deducted 
in computing the adjusted cost base to the tax- 
payer of the property at that time. 


History: Para. 53(2)(v) added ey |e BE boy hm subse. 14(6), applica- 
ble to 1994 et seq: 


Pre-RSC History [subsec. 53(2)}: Cl.-53(2)(c)()(A) substituted 
by 1988, c. 55, subsec. 30(8), applicable to 1988 et seq. Cl. 
53(2)(c)()(A) formerly read: 


(A), the reference in section 14 and Zo tayen 38(b).to “hh”, 


Subpara. 53(2)(c)(ii1) amended by. 1988; ¢,:55, subsec. 30(9), to 
substitute “subsection 110.1(4) or 118.1(8)” for “subsection 
110(5y”, “by reason of” for “by virtue of’, and“‘a fiscal period” for 
“the fiscal period”, applicable with respect to gifts made and 
amounts contributed by [partners] in fiscal periods of pemcreps 
ending after 1987. 


Subpara. 53(2)(c)(x) added by. 1988,.c..55, subsec. 30(10), Sica! 
ble after 1987. 


All that portion of para. 53(2)(h) preceding subpara. (ii) substituted 
by 1988, c. 55, subsec: 30(11), applicable with respect to amounts 
that become payable by trusts after 1987, except that 


(a) with respect to amounts payable by trusts before 1990, the 
reference to “'/;” in subcl. (i.1)(B)(1) shall be read as a reference 
to “/2”: and : 


(b) subpara. (1.1) shall not apply with respect to that portion of 
an amount that becomes payable in a taxation year of the trust 
ending before 1990 to a taxpayer by a trust (other than a unit 
trust) created before October 2, 1987, that may reasonably be 
considered to be out of an amount that has been deducted under 
subsec. 20(16) or regulations made under para. 20(1)(a) or sub- 
sec. 65(1). in computing the income ofthe trust for the year, 
where 


(i) such portion is designated by the trust in respect of the 

taxpayer and not in respect of any other beneficiary under 

the trust and does not exceed the proportion of the aggre- 

gate of amounts that the trust so designates in respect of all 
- beneficiaries for the year that 


(A) the taxpayer’s share of the income of the trust for 
the year computed without reference to this Act 


is of 
(B) the income of the trust for the year computed with- 
out reference ito this Act, ; 


(i) no beneficial interest in the trust is created before the 
end of the year and after October: 1, 1987 (other than pursu- 
ant to the terms of a prospectus, preliminary prospectus, re- 
gistration statement, offering memorandum or notice filed 
before October 2, 1987 with a public authority in Canada, 
where such document was required by law to be so filed 
before trading in the securities can commence), and 


(iii). there has not been a substantial increase in the indebt- 
edness of the trust before the end of the year and after Oc- 
tober 1, 1987 (other than as a consequence of an agreement 
entered into in writing before October 2; 1987). 


That portion of para. 53(2)(h) preceding subpara. (11) formerly read: 


(h) where the property is a capital interest in a trust that was 
purchased by the taxpayer or a unit of a unit trust, 


(1) any amount paid to the taxpayer by the trust after 1971 
and before that time as, on account or in lieu of payment 
of, or in satisfaction-of a distribution or payment of capi- 
tal, otherwise than as proceeds of disposition of the inter- 
est or unit, as the case may be, or of a part thereof, 
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Cl..53(2)(k)(G@)(A) substituted by 1988, c. 55, subsec. 30(12), appli- 
cable with respect to expenditures made after April 1988. Cl. 
53(2)(k)G)(A) formerly read: 


(A) an amount authorized to be paid under an Appropriation 
Act and on terms and conditions approved by the Treasury 
Board in respect of scientific research and experimental de- 
velopment expenditures incurred for the purpose of advanc- 
ing or sustaining the technological capability of Canadian 
manufacturing or other industry, 


Para. 53(2)(b.2) added and cl. 53(2)(k)@)(C) chbstauted to add “or 
shares of the capital stock of a taxable Canadian corporation that are 
held in a prescribed stock savings plan”, by 1987, c. 46, subsecs. 
13(1), (2). Para. 53(2)(b.2) applicable to taxation years ending after 
January 15, 1987. Cl. 53(2)(k)(@)(C) applicable to 1986 et seq. 


Subpara. 53(2)(c)(i) amended to add all that portion following cl. 
(C), and subpara. 53(2)(c)(i.1) added, by 1986, c. 55, subsecs. 8(1), 
(2), applicable after February 25, 1986. 


The expression “‘scientific research and experimental development” 
in cl. 53(2)(k)G)(A) substituted for “scientific research” by 1986, c. 
6, subsec. 15(3), applicable with respect to taxation years ending 
after May 23, 1985. 


Subpara. 53(2)(a)(iii), cl. 53(2)(k)G)(C), and para, 53(2)(p) bet 
tuted, para. 53(2)(r) repealed and para. 53(2)(s) added by 1986, c. 6, 
subsecs. 26(1)-(5), applicable to 1985 et seq., except for the repeal 
of para. 53(2)(r) which is applicable with respect to dividends paid 
after May 23, 1985. Cl. 53(2)(k)(i)(C) was substituted to add “or a 
prescribed labour-sponsored venture capital corporation”, Subpara. 
53(2)(a)(iii) and paras. 53(2)(p) and (r) formerly read: 


(iii) any amount required by section 84.1 to be deducted 
before that time in computing the adjusted cost base to 
him of.the share, and 


(p) where the property is a debt owing to the taxpayer by a 
corporation, any amount required by section 84.1 or subsec- 
tion 84.2(2) to be deducted before that time in computing the 
adjusted cost base to him of the debt; 


(r) where the property is 


(i) a share. of a class of the capital stock of a corporation, 
~ which share was acquired (otherwise than by way of 
purchase) by the taxpayer as a consequence of the death 
» of a person, or another share of the same class acquired 
by that taxpayer after the death of that person, or 


(ii) a share substituted for a share referred to in subpara- 

graph (i), 
the aggregate of all amounts each of which is a dividend 
thereon received by the taxpayer on or before that time, or. 
deemed to have been received after that time by virtue of sub- 
section 84(2) or (3), that can reasonably be considered to be 
as, on account or in lieu of proceeds of a disposition and in 
respect of which the corporation has made an election under 
subsection 83(2.1). 


Cls. 53(2)(c)(ii)(B) to (E) substituted by 1985, c. 45, subsec. 22(5), 
applicable to taxation years commencing after 1984, Cls. (B) to (E) 
formerly read: 


(B) the Canadian exploration and development expenses and 
foreign exploration and development expenses, if any, in- 
curred by the partnership in the fiscal period, 


(C) the Canadian exploration expense, if any, incurred by. the 
partnership in the fiscal period, 


(D) the Canadian development expense, if any, incurred by 
the partnership in the fiscal period, and 

(E) the Canadian oil and gas property expense, if any, in- 
curred by the partnership in the fiscal. period, 
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Subparas. 53(2)(c)(ix), 53(2)(h)(v) added by 1985, c. 45, subsecs. 
22(6),.(7), applicable with respect to property acquired after May 9, 
1985. 


Subparas. 53(2)(4)(ii); 53(2)G)(41) repealed by 1985, c. 45, subsecs. 
22(8), (10), applicable to taxation years commencing after 1984. 
Subparas. (i)(ii) and G)(11) formerly read: 


(ii) property that would have been a Canadian resource 
property if it had been acquired after 1971, 


(ii) property that would have been a Canadian resource 
property if it had been acquired after 1971, 


Subparas. 53(2)(1)(ix), 53(2)()(@x) amended by 1985, c. 45, subsecs. 
22(9), (11), to substitute, in each, “the cost amounts” for “the ad- 
justed cost bases”, applicable in computing the adjusted cost base of 
‘property owned by a taxpayer after May 9, 1985. 


Cl. 53(2)(c)G)(B), all that portion of para. 53(2)(f) preceding sub- 
para. (ili), para. 53(2)(r), substituted; subparas.. 53(2)(c)(vii)- and 
(vil), 53(2)(h) (iii) and (iv), para. 53(2)(f.2) added, by, 1984, c. 1, 
subsecs. 20(3)—(8). Subparas...53(2)(c)(vii) and (viii), 53(2)(h)(iii) 
and (iv) are applicable to 1983 ef seq.; para, 53(2)(f.2) is applicable 
with respect to any property received by a taxpayer with:respect.to 
payments or loans made after. April 19, 1983; para. 53(2)(r) as sub- 
stituted is applicable after June 28, 1982 except that all that portion 
of para, 53(2)(r) following subpara. (ii) is applicable with respect to 
windings-up commencing after 1983; cl. 53(2)(c)G)(B) as substi- 
tuted is applicable to 1982 et seg. except that for the period before 
January 19, 1984 the reference to “paragraphs 81(1)(r)” shall be 
read as a reference to “paragraphs 69(7.1)(b), 81(1)(r)”. Cl. 
53(2)(c)()(B), all that portion of para. 53(2)(f) preceding subpara. 
(iii), para. 53(2)(r) formerly read: 


[(2,(0)(H)] 
(B) paragraphs 12(1)(0), 18(1)(m), 20(1)(v.1) and (gg), 
section 31, subséction 40(2), section 55, subsections 
'69(6) and (7) and paragraph 69(7.1)(b), and 


(2)(f) where the property was received by the taxpayer as 
consideration for any payment | 
(i) made by the taxpayer as a shareholder corporation 
(within the meaning assigned by subsection 66(15)) 
to a joint exploration corporation of the shareholder, 
and 


(ii) described in subparagraph 66(15)(a)(1), 


such portion of the payment as may reasonably be considered 
to be related to an agreed portion (within the meaning as- 
signed by paragraph 66(15)(a)) of the joint exploration 
corporation’s 
(r) where the property is 
(i) a share of a class of the capital stock of a corpora- 
tion acquired by the taxpayer as a consequence of the 


death of a person (otherwise than by way of 
purchase), 


(ii) a share of the class referred to in subparagraph (i) 
acquired by the taxpayer after the death of that per- 

son, or 

... (iii), a share substituted for a share referred to in sub- 

_ paragraph (i) or (ii), 
the aggregate of all amounts, each of which is a dividend 
thereon received by. the taxpayer (otherwise than pursuant to 
_a transaction described in subsection 84(2)) on or before. that 
time that can reasonably be considered to be as, on account or 
in lieu of proceeds of a disposition and in respect of which 
the corporation has made an election under subsection 
83(2.1). 
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Subparas. 53(2)(a)(iv), (c)Gv), (vi), cle(c)G)(C) added, 53(2)(a)(i), 
cl. (c)G@)(B), paras. 53(2)(h), (1), (t) substituted by 1980-81-82-83, c. 
140, subsecs. 22(4.1)—(11), subparas. 53(2)(a)(iv), (c)(iv), and para. 
(1) applicable with respect to dispositions occurring after November 
12, 1981, (c)(vi) and para. (h) applicable with respect to investment 
tax credits deducted for 1982 et seq., cl. 53(2)(c)(i)(B) applicable to 
taxation years ending after January 31, 1982, (C) applicable in de- 
termining the adjusted cost base of partnership interests after No- 
vember 12, 1981, subpara. (2)(a)(i) and para. (r) applicable after 
June 28; 1982. Cl. 53(2)(c)(i)(B), paras. 53(2)(h), (1), (r) formerly 
read: 


(B) paragraphs -12(1)(0), 18(1)(m), 20(1)(v.1) and 
20(1)(gg), section 31, subsection 40(2), section 55 
and subsections 69(6) and 69(7), 


(h) where the property is 


(i),a capital interest in a trust that was purchased by the 
taxpayer, or 


Gi) a unit of a unit trust, 


any amount paid to the taxpayer by the trust after 1971 and 

before that time as, on account or in lieu of payment of, or in 
satisfaction of a distribution or payment of capital, otherwise 
than as proceeds of disposition of the interest or unit, as the 
case may be, or of a part thereof; 


(1) where the property is a bond, debenture or similar security 
(other than an income bond or income debenture), any 
“amount that was deductible by virtue of subsection 20(14) in 
computing the taxpayer’s income for any taxation year com- 
mencing before that time in respect of interest thereon; 


(r) where the property is an interest in an annuity contract, 
other than a life annuity contract as defined by regulation 
made under subsection 16(4), each amount in respect thereof 
that was deducted by virtue of subsection .20(19) in comput- 
ing the income of the taxpayer for any taxation year com- 
mencing before that time. i 


Cl. 53(2)(c)i)(A.1) added by 1980-81-82-83, c. 68, subsec. 115(2), 
applicable to determining the adjusted cost base of a partnership in- 
terest after December 31, 1980. 


Cl. 53(2)(c)(i)(B) substituted, cl. 53(2)(c)Gi)(E),. subparas. 
53(2)(e)(iv), (f)(vi), Cf. 1) Gv), cl. 53(2)(k)G)(D), para. 53(2)(r) added 
by 1980-81-82-83, c. 48, subsecs. 22(5)—(11), applicable, as to cl. 
53(2)(c)(i)(E) and subparas. 53(2)(e)(iv), (f(vi), (f.1)Gv), to taxa- 
tion years ending after December 11, 1979, as to cl. 53(2)(c)(i)(B), 
in determining the adjusted cost base of a partnership interest after 
October 28, 1980 and in determining the adjusted cost base of a 
partnership interest disposed of by a person after 1976 and before 
October 29, 1980. where that person so elects)in prescribed form 
before 1982, as to cl. 53(2)(kK)G)(D), to. 1977 et seq:, as to para. 
53(2)(r), in determining the adjusted cost base of an interest in an 
annuity contract after October 28, 1980. Cl..53(2)(c)Gi)(B) formerly 
read: ) 


(B) section 31, subsection 40(2) and section 55, 


Subpara. 53(2)(k)(ii) substituted by 1979, c. 5, subsec. 14(2), appli- 
cable to taxation years ending after November 16, 1978, to add “or 
(6)”. 

Para. 53(2)(k) substituted by 1977-78, c. 4, s..4. Para. 53(2)(k) for- 
merly read: 


(k) where the property was acquired by the taxpayer after 
1971, the amount, if any, by which 


. (i) the amount of any, assistance which:he has received or 
is entitled to receive before that time from a government, 
_ municipality or other public authority, in respect of, or 
for the acquisition of, the property, whether as a grant, 
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subsidy, forgiveable loan, deduction from tax, investment 
allowance or as any other form of assistance other than 


(A) an amount authorized to be paid under an Appro- 
priation Act and on terms and conditions approved 
by the Treasury Board in respect of scientific re- 
search expenditures incurred for the purpose of ad- 
vancing or sustaining the technological capability of 
Canadian manufacturing or other industry, 


(B) an amount deducted as an allowance under sec- 
tion 65, or 


(C) the amount of any prescribed assistance received 
by the taxpayer that has been provided in respect of, 
or for the acquisition of, shares of the capital stock of 
a prescribed venture capital corporation, 


exceeds 


(ii) such part, if any, of the assistance referred to in sub- 
paragraph (i) as has been repaid before that time by him 
pursuant to an obligation to repay all or any part of that 
assistance; 


Subparas. 53(2)(a)(i)—(iii) substituted for (i)—(iv), clause | 
53(2)(k)(G)(C), paras. 53(2)(p), (q) added by. 1977-78, c. 1, subsecs. 
21(5), (6), (7). (For application. see below.) . Subparas. 
53(2)(a)(i)—Gv) formerly read: 


(i) any amount received by the taxpayer after 1971 and before 
that time as, on account or in lieu of payment of, or in satis- 
faction of, a dividend on the share (other than a taxable divi- 
dend or capital dividend), 


(ii) an amount in respect of any taxable dividend on the share 
received by the taxpayer after 1971 and before that time, on 
any portion of which tax under Part VII was payable. by the 
taxpayer, equal to the amount, by which that portion exceeds 
the tax under Part VII payable thereon, 


(iii) an amount in respect of any taxable dividend on the share 
received by the taxpayer after 1971 and before that time 
while he was not resident in Canada in respect of which tax 
under Part VIII was payable by the corporation, equal to the 
amount, if any, by which 


(A) that proportion of the dividend that such part of all 
dividends that were paid by the corporation-at the time 
the dividend was paid as was paid out of designated sur- 
plus (within the meaning of Part VII) is of all dividends 
that were paid by the corporation. at the time the 
individual 

exceeds 


(B) such part of any tax under Part XII that was payable 
by the taxpayer. on the dividend as may reasonably be. 
considered to have been payable on the proportion of the 
dividend described in clause (A), and 


(iv) any amount received by the taxpayer after 1971 and 
before that time on a reduction of the paid-up capital of the 
corporation in respect of the share, except to the extent that 
the amount is deemed by subsection 84(4) to be a dividend 
received by him; 


Para. 53(2)(b), subpara. 53(2)(c)(iii), paras. 53(2)(e), (0), substituted 
by 1976-77, c. 4, subsecs. 13(3)-(5,1). (For application, see. below.) 
Para. 53(2)(b), subpara. 53(2)(c)(iii), para. 53(2)(e) formerly. read: 


(b) where the property is a share of the capital stock of a cor- 
poration not resident in Canada, any amount required by par- 
agraph 80.1(4)(d) or section 92 to be deducted in computing 
the adjusted cost base to the taxpayer of the share; 


(iii) any amount deemed by subsection 110(5) to have 
been a gift made by the taxpayer by virtue of his mem- 
bership in the partnership at the end of any fiscal period 
of the partnership ending before that time, 
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(e) where the property is a share, or an interest therein or a 
right thereto, of the capital stock of a corporation, an amount 
equal-to any expense incurred by the taxpayer in considera- 
tion therefor, to the extent that the expense was, by virtue of 


(i) subparagraph 66(15)(b)(v), a Canadian exploration 
and development expense, 


(ii) subparagraph 66.1(6)(a)(v), a Canadian exploration 
expense, 


(iii) subparagraph 66.2(5)(a)(vi), a Canadian develop- 
ment expense . 


incurred by him; 


Para. 53(2)(b), all that portion of subpara. 53(2)(c)(i) preceding 
clause (A), all that portion of subpara..53(2)(c)(ii) preceding clause 
(B), subparas. 53(2)(c)(v), 53(2)(c)(iv [repealed], para. 53(2)(e), all 
that portion of 53 (2)(f) following subpara. (ii), paras. 53(2)(i), (j) 
substituted by 1974-75-76, c. 26, subsecs. 24(7)-(9), (11)—(13), 
(15), applicable to 1972 et seq. Para. 53(2)(b.1), clauses 
53(2)(c)(ii)(C), (D), paras. 53(2)(f.1), (0), added by 1974-75-76, c. 
26, subsecs. 24(10), (14), (17), applicable to 1972 et seq. Para. 
53(2)(k) substituted by 1974-75-76, c. 26, subsec. 25(16), applica- 
ble for the purpose of computing the adjusted cost base of a ‘prop- 
erty after 1971 in respect of acquisitions of property occurring No- 
vember 18, 1974 and in respect of the repayment on or after 


December 31, 1971 of grants, subsidies or other assistance. Para. 


53(2)(k) formerly read: ~~ eve 
(k) any grant, subsidy or other assistance from a government, 
municipality or other public authority received by the tax- . 
payer for or in respect of the acquisition by him after 1971 of 
the property, 

Paras. 53(2)(b), (e), (m) substituted, (n) added by 1973-74, c. 14, 

subsecs. 13(2)-(4), applicable to 1972 et seq. 

Application: 1977-78, c. 1, subsecs. 21(10)-(13) provide: 
Subparas. 53(2)(a)(i)—G1) are applicable for. the purpose of 
computing the adjusted cost base of any share after March 31, 
L977: ae. 

Cl. 53(2)(k)(i)(C) is applicable in respect of assistance provided 
after March 31, 1977. f 


Para. 53(2)(p) is applicable after March 31, 1977. 
Para. 53(2)(q) is:applicable to 1978 et seq. 
1976-77, c. 4, subsecs. 13(8)—(11) provide: 


Subpara. 53(2)(b)(i) 1s applicable in respect of the 1972 and 
subsequent taxation years in computing the adjusted cost base 
of a property after 1971 and subpara. 53(2)(b)(ii).1s applicable 
in respect of any reduction of the paid-up capital of a corpora- 
tion occurring after 1971 in computing the adjusted.cost base of 
a property after May 25, 1976. 


Subpara. 53(2)(c)(ii1) is applicable in respect of amounts con- 
tributed after June 23, 1975. 

Para. 53(2)(e) is applicable to property acquired before August 
1976, except that subpara. 53(2)(e)(ili) is applicable to amounts 
paid or payable and the fair market value of property paid or 
payable after May 6, 1974. 

Para. 53(2)(o) is applicable to 1972 et seq. 


1.T. Technical News: No. 5 (western grain transition payments). 


(2.1) Election — For the purpose of paragraph 
(2)(s), where in a taxation year a taxpayer receives 
an amount that would, but for this subsection, be in- 
cluded in the taxpayer’s income under paragraph 
12(1)(x) in respect of the cost of a property (other 
than depreciable property) acquired by the. taxpayer 
in the year, in the 3 taxation years preceding the year 
or in the taxation year following the year, the  tax- 
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payer may elect under this subsection on or before 
the date on or before which the taxpayer’s return of 
“income under this Part for the year is required to be 
filed or, where the property is acquired in the follow- 
ing year, for that following year, to reduce the cost 
of the property by such amount. as the taxpayer spec- 
ifies, not exceeding the least of. 


(a) the adjusted cost base, determined without 
reference to paragraph (2)(s), at oo time Mig 
property was acquired, 


_ (b) the amount.so received by the taxpayer, and 


(c) where the taxpayer has disposed ok ag Prop- 
erty before the year, nil. 


Related Provisions: 87(2)(j. 6) — Amalgamations — continuing 
corporation; 2280 2), Reg. 600(b) — Late ie of election or 
revocation. 


History: That portion of subsec. 53(2.1) mentee para. (a) shat 
tuted by 1994, c. 7, Sch. VUI (1993, c. 24), subsec. 15(6), applica- 
ble to 1991 et seg. That portion formerly read: 


' (2.1) Election — For the purposes of paragraph (2)(s), where 
a taxpayer has in a taxation year received an amount that 
would, but for this subsection, be included in the taxpayer’s 
income under paragraph 12(1)(x) in respect of the cost of a 
property acquired by the taxpayer in the year, in the three tax- 
ation years immediately preceding the year or in the taxation 
year immediately following the year, the taxpayer may elect 
under this subsection ‘on or before the date on or before which 
the taxpayer is required to file the taxpayer’s return of income 
under this Part for the year or, where the property is acquired 
in the immediately following year, for that following year, to 
reduce the cost of the property by such amount as the tax- 
payer may specify, not exceeding the least of 


Pre-RSC History: Subsec. 53(2.1) added.by 1986, c..6, subsec. 
26(6), applicable to 1985 et seq. 


Interpretation Bulletins: IT-456R: Capital property — some ad- 
justments to cost base. 


(3) Application of paras. (2)(i) and (j) — For the 
purposes of paragraphs (2)() and (G), where any 
property of a trust would, at.a particular time, have 
been a taxable Canadian property of the trust if it had 
been disposed of by the trust at that time, the prop- 
erty shall be deemed to have been a taxable Cana- 
dian property of the trust at that time. 


Interpretation Bulletins [subsec. 53(3)]: IT-138R: Computa- 
tion and flow-through of a partnership income. 


(4) Recomputation of adjusted cost base on 
transfers and deemed dispositions — Where 
at any time in a taxation year a person or partnership 
(in this subsection referred to as the “vendor’’) dis- 
poses of a specified property and the proceeds of dis- 
position of the property are determined under para- 
graph 48.1(1)(c), section 70 or 73, subsection 85(1), 
paragraph 87(4)(a) or (c). or 88(1)(a), subsection 
97(2) or 98(2), paragraph 98(3)(f) or (5)(f), subsec- 
tion 104(4), paragraph 107(2)(a), (2-1)(a), (4)(d) or 
(5)(a) or 111(4)(e) or section 128.1, 


(a) there shall be deducted after that time in com- 
puting the adjusted cost base to the person or 
partnership (in this subsection referred to as the 
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“transferee”) who acquires or reacquires the 
property at or immediately after that time the 
amount, if any, by.which 


(i) the total of all amounts deducted under par- 
agraph (2)(g.1) in computing, immediately 

- before that time, the adjusted cost base to the 
vendor of the property, 


exceeds 


(ii) the amount that would be the vendor’s 
capital gain for the year from that disposition 
if this Act were read without reference to sub- 
didegintin 40(1)(a)(Gii) and suBseCtiOn 100(2); 
and. 


(b) the amount determined under paragraph (a) in 
respect of that disposition shall be added after 
that time’ in computing the adjusted cost base to 
the transferee of the property. 


Related Provisions: 53(1)(q) — Addition to adjusted cost base 


for amount under 53(4)(b); 53(2)(g.1) — Reduction in adjusted cost 


base under 53(4)(a); 53(5) — Recomputation of ACB on other 
transfers; 80.03(2)(a) — Deemed gain on disposition following debt 
forgiveness; 251(1) — Arm’s length. 


History: The opening words of subsec, 53(4) amended by 1998, c. 
19, subsec. 94(6), applicable to taxation years that end after Febru- 
ary 21, 1994. The opening words formerly read: 


(4) Where at any time in a taxation year a person or partner- 
ship (in this subsection referred to as the “yendor’’) disposes 
of a specified property and the proceeds of disposition of the 
property are determined under paragraph 48.1(1)(c), section 
70 or 73, subsection 85(1), paragraph 85.1(1)(a), 87(4)(a) or 
(c) or 88(1)(a), subsection 97(2) or 98(2), paragraph 98(3)(f) 
or (5)(f), subsection 104(4), paragraph 107(2)(a), (2.1)(a), 
(4)(d) or (5)(a) or 111(4)(e) or section 128.1, 

Subsec. 53(4) added by 1995, c. 21, subsec. 17(4), applicable ‘to tax- 

ation years that end after Hebruary 21, 1994. 


(5) Recomputation of adjusted cost base on 
other transfers — Where 


(a) at any time in a taxation year a person or part- 
nership (in this subsection referred to as the “ven- 
dor’) disposes of a specified property to another 
person or partnership (in this subsection referred 
to as the “‘transferee’’), 


(b) immediately before that time, the vendor and 
the transferee do not deal with each other at 
arm’s length or would not deal with each other at 
arm’s length if paragraph 80(2)(j) applied for the 
purpose of this subsection, 


(c) paragraph (b) would apply in respect of the 
disposition if each right referred to in paragraph 
251(5)(b) that is: a right of the: transferee to: ac- 
quire the specified property from the vendor ora 
right of the transferee to acquire other property as 
part of a transaction’ or event or series of transac- 
tions or events that includes the: disposition were 
not taken into account, and 


(d) the proceeds of the disposition ‘are not deter- 
mined under any of the provisions referred to in 
subsection (4), 
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the following rules apply: 


(e) there shall be deducted after that time in com- 
puting the adjusted cost base to the transferee of 
the property the amount, if any, by which 


(i) the total of all amounts deducted under par- 
agraph (2)(g.1) in computing the adjusted cost 
base to the vendor of the property immedi- 
ately before that time 


exceeds 


(ii) the amount that would be the. vendor’s 
capital gain for the year from that disposition 
if this Act were read without reference to sub- 
paragraph 40(1)(a)(iii) and subsection 100(2), 
and 


(f) the amount determined under paragraph (e) in 
respect of that disposition shall be added after 
that time in computing the adjusted cost base to 
the transferee of the property. 


Related Provisions: 53(1)(q) — Addition to ACB for amount 
under. 53(5)(b); 53(2)(g.1) — Reduction in ACB under 53(5)(a); 
80.03(2)(a) — Deemed gain on disposition following debt 
forgiveness. 


History: Subsec. 53(5) amended by 1998, c. 19, subsec. 94(7), ap- 
plicable to taxation years that end after February 21, 1994. The sub- 
sec. formerly read: 


(5) Where at any time in a taxation year a person or partner- 
ship (in this subsection referred to as the “vendor’’) disposes 
of a specified property to another person or partnership (in 
this subsection referred to as the “transferee’’), the vendor and 
the transferee do not deal with each other at arm’s length (or 
would not deal with each other at arm’s length if paragraph 
80(2)G) applied for the purpose of this subsection) and the 
proceeds of disposition of the property at that time are not 
determined under any of the Bro yrsteys referred to in subsec- 
tion (4), 


(a) there shall be deducted after that time in computing 
the adjusted cost base to the transferee of the property the 
amount, if any, by which 


(i) the total of all amounts deducted under paragraph 
(2)(g.1) in-computing, immediately before that time, 
the adjusted cost base to the vendor of the property 


exceeds 


(ii) the amount that would be the vendor’s capital 
gain for the year from that disposition if this Act 
were read without reference to subparagraph 
40(1)(a)(iii) and subsection 100(2); and 


(b) the amount determined under paragraph (a) in respect 
of that disposition shall be added after that time in com- 
puting the adjusted cost base to the transferee of the 
property. 


Subsec. 53(5) added by 1995, c. 21, subsec. 17(4), applicable to tax- 
ation years that end after February 21, 1994. 


(6) Recomputation of adjusted cost base on 
amalgamation — Where a capital property that is 
a specified property is acquired by a new corporate 
entity at any time asa result of the amalgamation or 
merger of 2 or more predecessor corporations, 


(a) there shall be deducted after that time in com- 
puting the adjusted cost base to the new entity of 
the property the total of all. amounts deducted 
under paragraph (2)(g.1) in computing, immedi- 
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ately before that time, the adjusted cost base to a 
predecessor corporation of the property, unless 
those amounts are otherwise deducted under that 
paragraph in computing the adjusted cost base to 
the new entity of the property; and. 


(b) the amount deducted under paragraph (a) in 
respect of the acquisition shall be added after that 
time in computing the adjusted cost base to the 
new entity of the property. 


Related Provisions: 53(1)(q) — Addition’ to ACB for amount 
under 53(6)(b); 53(2)(g.1) — Reduction in ACB under 53(6)(a); 
80.03(2)(a) —Deemed gain on disposition Sst debt 
forgiveness. 


History: Subsec. 53(6) added by 19953 :c. 21) subsde, 17(4), appli- 
cable to taxation years that end after February 21, 1994, 


Definitions [s. 53]: “adjusted cost base’ —54, 248(1); 
“amount” — 248(1); “arm’s length” — 251(1); “assistance” — 
79(4), 125.4(5), 248(16), 248(18); “business” — 248(1); “Can- 
ada” — 255; “Canadian development expense” — 66.2(5), 248(1); 
“Canadian exploration and development expense” — 66(15), 
248(1); “Canadian exploration expense” — 66.1(6), 248(1); “Cana- 
dian oil and gas property expense” — 66.4(5), 248(1); “Canadian 
resource property” — 66(15), 248(1); “capital dividend” — 83(2), 
248(1); “capital interest” — 108(1), 248(1); “controlled foreign af- 
filiate” — 95(1), 248(1); “corporation” — 248(1), Interpretation 
Act 35(1); “dividend”, “farming” — 248(1); “fiscal. period” — 
249(2)(b), 249.1; “foreign affiliate’ — 95(1), 248(1); “foreign ex- 
ploration and development expense” — 66(15), 248(1); “income 


bond”, “income debenture” —248(1); “income interest in a 
trust” — 108(1), 248(1); “indexed debt obligation” — 248(1); “joint 
exploration corporation” — 66(15); “life insurance capital divi- 
dend” — 83(2.1), 248(1); “life. insurance policy” —,138(12), 


248(1); “limited partnership loss” — 248(1); “mutual fund trust” — 
132(6), 248(1);, “non-resident” — 248(1);. “person”, “personal 
trust”, “prescribed”, “principal amount”, “property” — 248(1); 
“province” Pe Act 35(1); “related” — 251(2); “resi- 


dent in Canada” — 250; “share”, “shareholder”, “specified mem- 
ber” — 248(1); “specified property” — 54; “specified. share- 
holder” — 248(1); “superficial loss” — 54; “taxable Canadian 


corporation” — 89(1), 248(1); “taxable Canadian property” — 
115(1)(b), 248(1); “taxable dividend” — 89(1),.248(1); “taxable-in- 
come” — 2(2), 248(1); “taxation year” — 249; “taxpayer” — 
248(1); “timber resource property” — 13(21), 248(1); “trust” — 
104(1), 248(1), (3); “unit trust’ — 108(2), 248(1); “vendor”? — 
53(4), (5). 


54. Definitions — In this subdivision, 


‘adjusted cost base”’ to a taxpayer of any property 
at any time means, except as otherwise provided, 


(a) where the property is depreciable property of 
the taxpayer, the capital cost to the taxpayer of 
the property as of that time, and 


(b) in any other case, the cost. to, the taxpayer of 
the property adjusted, as of that time, in accor- 
dance with section 53, 


except that 


(c) for greater certainty, where any property 
(other than an interest in or a share of the capital 
stock of a flow-through entity within the meaning 
assigned by subsection 39.1(1) that was last reac- 
quired by the taxpayer as a result of an election 
under subsection 110.6(19)) of the taxpayer is 
property that was reacquired by the taxpayer after 
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having been previously disposed of by the tax- 
payer, no adjustment to the cost to the taxpayer of 
the property that was required to be made under 
section 53 before its reacquisition by the taxpayer 
shall be made under that section to the cost to the 
taxpayer of the property as reacquired property of 
the taxpayer, and 


(d) in no case shall the adjusted cost base: toa 

taxpayer of any property at any time be less than 

nil; A 
Related Provisions: 40(3), (3.1) —Deemed capital gain where 
ACB is negative; 49(1) — Granting of options; 49(2) — Where op- 
tion expires;, 84.1(2) — Non-arm’s, length sale of shares; 91(6) — 
Amounts deductible in respect of dividends received; 92,— Ad- 
justed cost base of share of foreign affiliate; 93(4)(b) — Loss on 
disposition of shares of foreign affiliate; 110.6(19)(a)(ii) — Increase 
in cost base on capital gains exemption election; 142.4(1) ‘tax. ba- 
sis” — cost base for securities held by financial. institutions ; 
143.2(6) — Deemed cost reduction of tax shelter investment; 
248(1)“adjusted cost base” — Definition applies to entire Act. 


History: Paras. (c) and (d) of the definition “adjusted cost base” in 
s.54 amended by 1995, c. 3, s. 15, applicable to 1994 et seq. Paras. 
(c) and (d) formerly read: 


(c) for greater certainty, where any property of the taxpayer is 
property that was reacquired by the taxpayer after having 
been previously disposed of by the taxpayer, no adjustment to 
the cost to the taxpayer of the property that was required to be: 
made under section 53 before its reacquisition by the taxpayer 
shall be made under that section to the cost to the taxpayer of 
the property as reacquired property of the taxpayer, and 


(d) in no case shall the adjusted cost base of any property at 
the time of its disposition by the taxpayer be less than nil; 


Pre-RSC History: The definition “adjusted cost base” was para. 
54(a). 


‘Selected Cases [s. 54“adjusted cost base”]: Bodrug Estate 


v. Canada, [1991] 2 C.T.C. 347 (FCA) (Damages paid under law- 
suit in respect of provincial securities statute not part of cost of 
shares deemed disposed of upon death); Gaynor v. The Queen, 
[1991] 1 C.T.C. 470 (FCA) (Cost to taxpayer is cost in Canadian 
currency); Salt et al. v. The Queen, [1984] C.T.C. 414 (FCTD) 
(Where option exercised, adjusted cost base is actual purchase price, 


not Valuation Day value). 


Regulations: 4400, Sch. VII (ACB of publicly-traded shares. at 
end of 1971). 


1.T. Application Rules: 26(3)—-(27) (where property owned since 
before 1972). 

Interpretation Bulletins: IT-65: Stock splits and consolidations; 
IT-102R2: Conversion of property, other than real property, from.or 
to inventory; IT-218R: Profit, capital gains and losses from the sale 
of real estate, including farmland and inherited land and conversion 
of real estate from capital property to inventory and vice versa; IT- 
418: Partial disposition of property. 

1.T. Technical News: No. 9 (calculation of ACB of a partnership 
interest). 

Advance Tax Ruling: ATR-67: Increase in the cost of property 
on the winding-up of a wholly-owned subsidiary. 

Forms; T2065: Determination of adjusted cost base of a partner- 
ship interest; T2080—-T2090: Capital dispositions supplementary 
schedules, 


“capital property” of a taxpayer means 
(a) any depreciable property of the taxpayer, and 


(b) any property (other than depreciable prop- 
erty), any gain or loss from the disposition of 
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which would, if the property were disposed of, be 

a capital gain or a capital loss, as. the case may 

be, of the taxpayer; eu , 
Related Provisions: 39(1) — Determination of capital gain and 
capital loss; 39(4) —Election to treat Canadian securities as capital 
property; 54.2 — Certain shares deemed to be capital property; 
66.3(1)(a)(i) — Certain exploration and development shares 
deemed not to be capital property; 96(1.4) — Certain rights to share 
in income or loss of partnership: deemed not to be capital property; 
142.5(1),— Mark-to-market rules. for financial institutions; 
248(1)“capital property” — Definition applies to entire Act. 
Pre-RSC History: The definition “capital property” was para. 
54(b). 


LT. Application Rules: 26(5), (6) and (7). 


Interpretation Bulletins: IT-102R2: Conversion of property, 
other than real property, from or to inventory; IT-143R2: Meaning 
of “eligible capital expenditure”; IT-218R: Profit, capital gains and 
losses from the sale of real estate, including farmland and inherited 
land and conversion of real estate from capital property to inventory 
and vice versa; IT-325R2: Property transfers after separation, di- 
vorce and annulment; IT-442R: Bad debts and reserves for doubtful 
debts; IT-459: Adventure or concern.in the nature of trade. 


1.T. Technical News: No. 7 (rollovers of capital property — Mara 
Properties); No. 12 (“millennium bug” expenditures). 


Advance Tax Ruling: ATR-59: Financing exploration and devel- 
opment through limited partnerships. 


“disposition” of any property, except as expressly 
otherwise provided, includes 


(a) any transaction or event entitling a taxpayer to 
proceeds of disposition of property, 


(b) any transaction or event by which 


(i) any property of a taxpayer that is a share, 
bond, debenture, note, certificate, mortgage, 
agreement of sale or similar property, or an 
interest therein, is redeemed in whole or in 
part or is cancelled, 


(ii) any debt owing to a taxpayer or any other 
right of a taxpayer to receive an amount is set- 
tled or cancelled, 


(iii) any share owned by a taxpayer is con- 
verted by virtue of an amalgamation or 
merger, or | 


(iv) any option held by a taxpayer to acquire 
or dispose of property expires, and 


(c) any transfer of property to a trust, or any 
transfer of property of a trust to any beneficiary 
under the trust, except as provided in paragraph 


(e), 
but, for greater certainty, does not include 


(d) any transfer of property for the purpose only 
of securing a debt or a loan, or any transfer by a 
creditor for the purpose only of returning prop- 
erty that had been used as security for a debt or a 
loan, 


(e) any transfer of property by virtue of which 
there is a change in the legal ownership of the 
property without, any change in the beneficial 
ownership thereof, other than a transfer by a trust 
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resident in Canada to a trust not resident in Can- 
ada or a transfer to a trust governed by 


(i) a registered retirement savings plan, 
(ii) a deferred profit sharing plan, 

(iii) an employees profit sharing plan, or 
(iv) a registered retirement income fund 


by a person who is, immediately after the trans- 
fer, a beneficiary undér the plan or fund, or a 
transfer by any such trust governed by a plan or 
fund to a beneficiary thereunder, 


(f) any issue by a corporation of a bond, deben- 
ture, note, certificate or mortgage of the SUS 
tion, or: : 


(g) any issue by a corporation of a share of its 
capital stock, or any other transaction that, but for 
this paragraph, would be a disposition by a cor- 
poration of a share of its capital stock; 


Related Provisions: 48.1(1) — Gain when small business corpo- 
ration becomes public; 49(5) — Extension or renewal of option; 
51(1) — Convertible property; 70(5) — Deemed disposition of 
property on death; 80.03(2), (4) — Deemed capital gain on disposi- 
tion of property following debt forgiveness; 87(4)— Shares of 
predecessor corporation; 104(5.3) — Election by trust to postpone 
deemed disposition; 107(2.1) — Distribution of trust property; 
128.1(1)(b) — Deemed. disposition .of property on becoming resi- 
dent in Canada; 128.1(4)(b) — Deemed disposition of property on 
ceasing to be resident in Canada. 
Pre-RSC History: The definition pti ops was para. 54(c). 
See Table of Concordance. 
Former cl. 54(c)(v)(D) repealed, and (E) renumbered as (D) by 
1986, c. 6, subsec. 27(1), applicable to transfers made after 1985. 
Cl. (D) formerly. read: 

(D) a registered home ownership savings plan, or 
Cl. 54(c)@1)(C) and all that portion of subpara. 54(c)(v) preceding 
cl. (A) substituted by 1980-81-82-83, c. 140, subsec. 23(1) and (2), 
applicable with respect to share conversions or transfers occurring 


after November 12, 1981. Cl. 54(c)(ii)(C) and that portion formerly 
read: 


(C) any share owned by a taxpayer is converted by virtue 
of an amalgamation, or 


(v) any transfer of property by virtue of which there is a 
change in the legal ownership of the property without any 
change in the beneficial ownership thereof, other than a trans- 
fer to a trust governed by 


Cl. 54(c)(v)(E) added, all that portion of subpara. 54(c)(v) after cl. 
(E) substituted by 1977-78, c. 32, s. 10. That portion formerly read: 


by a person who is, immediately after the transfer, a benefici- 
ary under the plan, or a transfer by any such trust governed by 
a plan to a beneficiary thereunder, 


Subpara. 54(c)(v) substituted by 1974-75-76, c: 26, subsec. 25(1), 
applicable to 1974 et seg. Subpara. 54(c)(v) formerly read: 


(vy) any transfer of property by virtue of which there is a 
change in the legal ownership of the property without any 
change in the beneficial ownership thereof, 


Selected Cases [s. 54“disposition”]: 106443 vy. Canada, 
[1995] 1 C.T.C. 2788 (Sale with right of redemption made to secure 
repayment of debt); Stursberg (R.K.G.) v. MNR, [1993] 2 C.T.C. 76 
(FCA) (Transactions resulting in reduction of partner’s share and 
corresponding increase of another partner’s share was disposition of 
part of first partner’s interest, not distribution of capital); Larose v. 
MNR, {1992} 2 C.T.C. 2339 (TCC); amended [unreported] (Nov. 
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18, 1991), Doc. 87-294(IT) (TCC) (Assessment in respect of sale of 
properties upheld despite court decision and other circumstances de- 
nying taxpayer proceeds of sale; right to dispose of properties had 
been transferred to purchaser); Fisher, E.R., Ltd. v. The Queen. 
[1986] 2 C.T.C. 114 (FCTD) (Interest.on expropriation compensa- 
tion included in proceeds of disposition); Wise et al. v. The Queen, 
[1986] 1 C.T.C. 169 (FCA) (Deposit retained as liquidated damages 
in respect of aborted sale not taxable). 


Interpretation Bulletins: IT-65: Stock splits and consolidations; 
IT-96R6: Options to acquire shares, bonds or debentures and by 
trusts to acquire trust units; IT-102R2: Conversion of property, 
other than real property, from or to inventory; IT-124R6: Contribu- 
tions to registered retirement savings plans; IT-125R4: Dispositions 
of resource properties; IT-126R2: Meaning of “winding-up”; IT- 
133: Stock exchange transactions — date of disposition of shares; 
IT-146R4: Shares entitling shareholders to choose taxable or capital 
dividends; IT-170R: Sale of property — when included in income 
computation; IT-182: Compensation for loss of business income or 
property used in a business; IT-218R: Profit, capital gains and 
losses from the sale of real estate, including farmland and inherited 
land and conversion of real estate from capital property to inventory 
and vice versa; IT-220R2: Capital cost allowance — proceeds of 
disposition of depreciable property; IT-334R2: Miscellaneous re- 
ceipts; IT-436R: Reserves — promissory notes; IT-444R: Corpora- 


in terms of securities: IT-488R2: Winding-up of 90%-owned taxa- 
ble Canadian corporations; IT-505: Mortgage foreclosures and con- 
ditional sales repossessions. 


1.T. Technical News: No. 3 (loss utilization within a corporate 
group); No. 7 (revocable living trusts, protective trusts, bare trusts). 


Advance Tax Ruling: ATR-1: Transfer of legal title in land to 
bare trustee corporation — mortgagee’s requirements sole reason 
for transfer; ATR-54: Reduction of paid-up capital. 


“eligible capital property” of a taxpayer means any 
property, a part of the consideration for the disposi- 
tion of which would, if the taxpayer disposed of the 
property, be an eligible capital amount in respect of a 
business; 

Related Provisions: 14(3) — Non-arm’s length acquisition of 
eligible capital property; 87(2)(f) — Amalgamations — security or 
debt obligation; 98(3)(b) — Rules applicable where partnership 
ceases to exist; 248(1)“eligible capital property” — Definition ap- 
plies to entire Act. 

Pre-RSC History: The definition “eligible capital property” was 
para. 54(d). 

Para. 54(d) amended by 1988, c. 55, subsec. 31(1), to substitute “a 
part of the consideration” for “'/2 of any amount payable to the tax- 
payer as consideration”, and to delete “within the meaning given 


that expression in subsection 14(1)” from the end, applicable after 
Une ye 197 


Interpretation Bulletins: IT-123R4: Disposition of eligible capi- 
tal property; IT-123R5: Transactions involving eligible capital prop- 
erty; IT-143R2: Meaning of “eligible capital expenditure”. 


“listed personal property” of a taxpayer means the 
taxpayer’s personal-use property that is all or any 
portion of, or any interest in or right to, any 


(a) print, etching, drawing, painting, sculpture, or 
other similar work of art, 


(b) jewellery, 
(c) rare folio, rare manuscript, or rare book, 
(d) stamp, or 


(e) coin; 
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Related Provisions: 40(2)(g)(iii) — Limitations; 41 — Gain 
from listed personal property; 248(1)“listed personal property” — 
Definition applies to entire Act.) 0" 


Pre-RSC History: The definition “listed personal property” was 


para. 54(e). : 


Interpretation Bulletins: [T-159R3: Capital debts established to 
be bad debts. , 


“personal-use property” of a taxpayer includes 


(a), property owned by the taxpayer, that is used 
primarily for the personal use or enjoyment of the 
taxpayer or for the personal use or enjoyment of 
one or more individuals each of whom is 


(1) the taxpayer, 
(1) a person related to the taxpayer, or 
(111) where the taxpayer is a trust, a benefici- 


ary under the trust or any person related to the | 


beneficiary, 


(b) any debt owing to the taxpayer in respect of 
the disposition of property that was the tax- 
payer’s personal-use property, and 


(c) any property of the taxpayer that is an option 
to acquire property that would, if the taxpayer ac- 
quired..it, be personal-use property. of the 
» taxpayer, : 


and “personal-use property” of a partnership in- 
cludes. any partnership property that is used prima- 
rily for the personal use or enjoyment:of any mem- 
ber of the partnership or for the» personal’ use or 
enjoyment of one or more individuals each of whom 
is a member of the partnership or a person related to 
such a member; 

Related Provisions: 3(b)(ii), 40(2)(g)Gii) — No capital loss on 
personal-use property; 46 — Disposition of personal-use property; 
50(2) — Where debt personal-use property; 248(1)“personal-use 
property” — Definition applies to entire ‘Act. 

History: The definition “personal-use property” was para. 54(f). 
See Table of Concordance. 

Interpretation Bulletins: IT-159R3: Capital debts established to 
be bad debts; IT-218R: Profit, capital gains and losses from the sale 
of real estate, including farmland and inherited land and conversion 
of real estate from capital property to inventory and vice versa; IT- 
332R: Personal-use property. 

Forms: T2080: Capital dispositions. supplementary schedule — 
personal-use property. 


“principal residence” of a taxpayer for a taxation 
year means a particular. property that is a housing 
unit, a leasehold interest in a housing unit or a share 
of the capital stock of a co-operative housing corpo- 
ration acquired for the sole purpose of acquiring the 
right to inhabit a housing unit owned by the corpora- 
tion and that is owned, whether jointly with another 
person or otherwise, in the year by the taxpayer, if 


(a) where the taxpayer is an individual other than 
a personal trust, the housing unit was ordinarily 
inhabited in the year by the taxpayer, by the tax- 


I Sic, Should read “made an election” — ed: 
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payer’s spouse or former spouse or by a child of 
the taxpayer, 


_(a.1) where the taxpayer is a personal trust, the 
housing unit was ordinarily inhabited in the cal- 
endar year ending in the year by a specified bene- 
ficiary of the trust for the year, by the spouse or 
former spouse of such a beneficiary or by a child 
of such a beneficiary, or 


(b) where the taxpayer is a personal trust or an 
individual other than a trust, the taxpayer 


(i) elected! under subsection 45(2) that relates 
to the change in use of the particular property 
in the year or a preceding taxation year, other 
than an election rescinded under subsection 
45(2) in the taxpayer’s return of income for 
the year or a preceding taxation year, or 


(ii) elected! under subsection 45(3) that re- 
lates to a change in use of the particular prop- 
erty in a subsequent taxation year, 


except that, subject to section 54.1, a particular prop- 
erty shall be considered not to be a taxpayer’s princi- 
pal residence for a taxation year 


(c) where the taxpayer is an individual other than 
a personal trust, unless the particular property 
was designated by the taxpayer in prescribed 
form and manner to be the taxpayer’s principal 
residence for the year and no other property has 
been designated for the purposes of this defini- 
tion for the year by the taxpayer, by a person who 
was throughout the year the taxpayer’s spouse 
(other than a spouse who was throughout the year 
living apart from, and was separated under a judi- 

cial separation or written separation. agreement 
from, the taxpayer), by a person who was the tax- 
payer’s child (other than a child who was during 
the year a married person or 18 years or over) or, 
‘where the taxpayer was not during the year a 
married person or a person 18 years or over, by a 
person who was the taxpayer’s 


(i) mother or father, or 


(ii) brother or sister, where that brother or sis- 
ter was not during the yeara married person 
or a person 18 years or over, 


(c.1) where the taxpayer is a personal trust, unless 


(i) the particular property was designated by 
the trust in prescribed form and manner to be 
the taxpayer’s principal residence for the year, 


(ii) the trust specifies in the designation each 
individual (in this definition referred to as a 
“specified beneficiary” of the trust for the 
year) who, in the calendar year ending in the 
year, 


(A) is beneficially interested in the trust, 
and 
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(B). except where the trust is entitled to 
designate it for the year solely because of 
paragraph (b), ordinarily inhabited the 
housing unit or has a spouse, former 
spouse or child who ordinarily inhabited 
the housing unit, 


(iii) no corporation (other than. a_registered 
charity) or partnership is beneficially inter- 
ested in the trust at any time in the year, and 


(iv) no other property has been designated for 
the purpose of this definition for the calendar 
year ending in the year by any specified bene- 
ficiary of the trust for the year, by a person 
who was throughout that calendar year such a 
beneficiary's spouse (other than a spouse who 
was throughout that calendar year living apart 
from, and was separated pursuant to a judicial 
separation or written separation agreement 
from, the beneficiary), by a person who was a 
beneficiary’s child: (other than a child who 
was during that calendar year a married per- 
son or a person 18 years. or over) or, where 
such a beneficiary was not during that calen- 
dar year a married person or a person 18 years 
or over, by a person who was ‘such a 
4 S 


(A) mother or father, or 


(B) brother or sister, where that brother or 
sister was not during that calendar year a 
married person or a person 18 years or 
over, or 


(d) because of paragraph (b), if solely because of 
that paragraph the property would, but for this 
paragraph, have been a principal residence of the 
taxpayer for 4 or more preceding taxation years, 


and, for the purpose of this definition, 


(e) the principal residence of a taxpayer for a tax- 
ation year shall be. deemed to. include, except 
where the particular property consists of a share 
of the capital stock of a co-operative housing cor- 
poration, the land subjacent to the housing unit 
and:such portion of.any immediately contiguous 
land as can reasonably be regarded as contribut- 
ing to the use and enjoyment of the housing unit 
as a residence, except that where the total area of 
the subjacent land and of that portion exceeds '/2 
hectare, the excess shall be deemed not to have 
contributed to the use and enjoyment of the hous- 
ing unit as a residence unless the taxpayer estab- 
lishes that it was necessary to such use and enjoy- 
ment, and 


(f) a particular property designated under para- 
graph (c.1) by a trust for a year shall be deemed 
to be property designated for the purposes of this 
definition by each specified beneficiary of the 
trust for the calendar year ending in the year; 
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residence rules; 107(2.01) — Principal residence distribution. by 
spousal trust; 248(25) — Beneficially interested; 252(2) — Mother, 
father, etc.; 252(4) — Extended meaning of “spouse”. 


History: “Principal residence” in s. 54 substituted by 1994, c..7, 
Sch. VHI (1993, c. 24), s. 16, applicable to dispositions occurring 
after 1990. That definition formerly read: 


“principal residence” of a taxpayer for a taxation year means 
a housing unit, a leasehold interest in such a unit, or a share 
of the capital. stock of a co-operative housing corporation, 
owned, whether jointly with another person or otherwise, in 
the year by the taxpayer, if the housing unit was, or if the 
share was acquired for the sole purpose of acquiring the right 
to inhabit a housing unit owned by the corporation that was, 


(a) ordinarily inhabited in the year by the taxpayer, by the 
taxpayer’s spouse or former spouse or by a child of the 
taxpayer, or 


(b) property in respect of which the taxpayer has made an 
election for the year in accordance with subsection 45(2) 
or (3), 


except that, subject to section 54.1, in no case shall any such 
housing unit, interest or share, as the case may be, be consid- 
ered to be a taxpayer’s principal residence for a year 


(c) unless it has been designated by the taxpayer in pre- 
scribed form and manner to be the taxpayer’s principal 
residence for that year and no other such housing unit, 
leasehold interest or share has been so designated for that 
year by the taxpayer, by a person who was throughout the 
year the taxpayer’s spouse (other than a spouse who was 
throughout the year living apart from, and was separated ~ 
pursuant to a judicial separation or written separation 
agreement from, the taxpayer), by a person who was the 
taxpayer’s child (other than a child who was during the 
year a married person or 18 years of age or over) or, 
where the taxpayer was not during the year a married 
person or a person 18 years of age or over, by a person 
who was the taxpayer’s 


(i) mother or father, or 


(11) brother or sister and who was not during the year 
a married person or a person. 18 years of age or over, 
or 


(d) by virtue of paragraph (b), if by virtue of that para- 
graph the property would, but for this paragraph, have 
been the taxpayer’s principal residence for 4 or more pre- 
vious taxation years, 


and 


(e) for the purposes of this definition the principal resi- 
dence of a taxpayer for a taxation year shall be deemed to 
include, except where the property consists of a share of 
the capital stock of a co-operative housing corporation, 
the land subjacent to the housing unit and such portion of 
any immediately contiguous land as may reasonably be 
regarded as contributing to the taxpayer’s use and enjoy- 
ment of the housing unit as a residence, except that where 
the total area of the subjacent land and of that portion 
exceeds '/2 hectare, the excess shall be deemed not to 
have contributed to the individual’s use and enjoyment of 
the housing unit as a residence unless the taxpayer estab- 
lishes that it was necessary to that use and enjoyment, 
and 


(f) for the purposes of paragraph (c), a property desig- 
nated by a trust referred to in subsection 70(6) or 73(1) 
shall be deemed to be property designated by the spouse 
who is a beneficiary of the trust and property. designated 
by the spouse who is a beneficiary of any such trust shall 


Related Provisions: 40(2)(b), 40(4)-(6) — Principal residence be deemed to be a property designated by the trust; 
rules; 40(7) — Property in satisfaction of interest in trust; 45(3), | Pre-RSC History: The definition “principal residence” was para. 
(4) — Election where change in use; 54.1 — Exception to principal | 54(g). See Table of Concordance. 
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Subpara. 54(g)(i) substituted by 1988, c. 55, subsec. 31(2), applica- 
ble in respect of 1972 et seg. for dispositions occurring after 1987. 
Subpara. 54(g)(i) formerly read: 


(i) ordinarily inhabited in the year by the taxpayer, his spouse 
or former spouse, or a child of the taxpayer who, during the 
year, was dependent upon him for support and was a person 
described in subparagraph 109(1)(d)(), (ii). or (iii), or 


Subpara. 54(g)(i) amended by 1985, c. 45, subsec. '23(1), to substi- 
tute “was dependent” for “was wholly dependent’, applicable to 
1985 et seq. 


Subpara. 54(g)(i1) amended by 1985, c. 45, subsec. ‘23(1), to add 
reference to subsec. 45(3), applicable to 1982 et seq. 


All that portion of para. 54(g) following subpara. (iv) substituted by 
1985, c. 45, subsec..23(2), applicable with respect to dispositions 
occurring after May 9, 1985. That portion formerly read: 


‘and. for the purposes of this paragraph the “principal. resi- 
~dence” of a taxpayer for a taxation year shall be deemed to 

- include, except where the property consists of a share of the 
capital stock of a co-operative housing corporation, the land. 
-subjacent to the housing unit and such portion of any immedi-. | 
ately contiguous land as may reasonably be regarded as. con- 
tributing to the taxpayer’s use and enjoyment of the housing 
unit as a residence, except that where the total area of the 
subjacent land and of that portion exceeds '/2 hectare, the ex- 
cess shall be deemed not to have contributed to the individ- 
ual’s use and enjoyment of the housing unit as a residence 
unless the taxpayer establishes that it was necessary. to such 
use and enjoyment; 


Subpara. 54(g)(i1i) substituted, applicable with respect to designa- 
tions made in respect of 1982 et seg., and all that portion of para. 
54(g) following subpara. (iv) amended to substitute “'/2 hectare” for 
“one acre”, applicable with respect to dispositions occurring after 
1981, by 1980-81-82-83, c. 140, subsecs. 23(3), (4). Subpara. 
54(g)(ii) formerly: read: 


(i11) unless it has been designated by him in prescribed man- 
ner to be his principal residence for that year and no other 
property has been so designated by him for that year, or 


Subpara. 54(g)(i) substituted by 1976-77, c. 4, subsec. 14(1), appli- 
cable to 1972 et seq. 


All that portion of para. 54(g) following subpara. (ii) and preceding 
subpara. (iii) substituted by 1974-75-76, c..26, subsec. 25(2), appli- 
cable to 1972 et seq. 


All that portion of para. 54(g) preceding subpara. (iii) substituted by 
1973-74, c. 14, s. 14, applicable to 1972 et seq. 


Selected Cases [s. 54“principal residence”]: Carlile v. Can- 
ada, [1995] 2 C.T.C. 273 (FCA) (Uncertainty of being able to re- 
zone property was sufficient to meet test for principal residence ex- 
emption on whole property); Augart (E.) v. MNR, [1993] 2 C.T.C. 
34 (FCA) (Approximately 9 acres contributed to use and enjoyment 
where subdivision precluded by. law); Fourt v. MNR, [1991] 2 
C.T.C. 311 (FCTD) (Sale of lot adjacent to principal residence ex- 
empt; reasonably regarded as contributing to use and enjoyment of 
residence); The Queen v. Joyner, [1988] 2 C.T.C. 280 (FCTD) 
(Whether land in excess of one acre is part of taxpayer’s principal 
residence to be determined upon disposition of property); The 
Queen v. Yates, [1986] 2 C.T.C. 46 (FCA) (Proceeds exempt from 
taxation where additional acres necessary for use and enjoyment of 
taxpayer’s principal residence); Haber v. The Queen, [1982] C.T.C. 
405 (FCTD) (Taxpayer not ordinarily resident in residential prop- 
erty when home sold. one year after acquisition); The Queen v. 
Mitosinka, [1978] C.T.C. 664 (FCTD) (House held to be principal 
residence only for part occupied by taxpayer). 


Regulations: 2301 (prescribed manner of designation). 


1.T. Application Rules: 26.1(1) (change of use of property before 
1972). 


Interpretation Bulletins: IT-120R4: Principal’ residence; IT- 
218R: Profit, capital gains and losses from the sale of real estate, 
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including farmland and inherited land and conversion of real estate 
from capital property to inventory and vice versa; IT-268R3: Inter 
vivos transfer of farm property to child; IT-366R: Principal resi- 
dence: transfer to spouse or spouse trust; IT-437R: Ownership of 
property (principal residence). 

I.T. Technical News: No. 7 (principal residence and the capital 
gains election). 


Forms: T1079: Designation of a property as a principal residence 
by a personal trust; T1079-WS: Principal residence worksheet; 
T2091; Designation of a property as a principal residence by an in- 
dividual; T2091(IND) WS: Principal residence worksheet. 


‘“‘proceeds of disposition” of property includes, 
(a) the sale price of property that has been sold, 
(b) compensation for property unlawfully taken, 


(c) compensation for property destroyed, and any 
amount payable under a policy of insurance in re- 
spect of loss or destruction of property, 


(d) compensation for property taken under statu- 
tory authority or the sale price of property sold to 
a person by whom notice of an intention to take it 
under statutory authority was given, 

(e) compensation for property injuriously af- 
fected, whether lawfully or unlawfully or under 
Statutory authority or otherwise, 


(f) compensation for property damaged and any 
amount payable under a policy of insurance in re- 
spect of damage to property, except to the extent 
that such compensation or amount, as the case 
may be, has within a reasonable time after the 
damage been expended on repairing the damage, 


(g) an amount by which the liability of a taxpayer 
to a mortgagee is reduced as a result of the sale of 
mortgaged property under a provision of the 
mortgage, plus any amount received, by the tax- 
payer out of the proceeds of the sale, 


(h) any amount: included in computing a tax- 
payer’s proceeds of disposition of the property 
because of section 79, and 


(i) in the case of a share, an amount deemed by 
subparagraph 88(2)(b)(ii) not to be a dividend on 
that share, 


but notwithstanding any other provision of this Part, 
does not include 


(j) any amount that would otherwise be proceeds 
of disposition of a share to the extent that the 
amount is deemed by subsection 84(2) or (3) to 
be a dividend received and is not deemed by par- 
agraph 55(2)(a) or subparagraph 88(2)(b)(ii) not 
to be a dividend, or 
(k) any amount that would otherwise be proceeds 
of disposition of property of a taxpayer to the ex- 
tent that the amount is deemed by subsection 
84.1(1) or 212.1(1) to be a dividend paid to the 
taxpayer; 
Related Provisions: 13(21)‘proceeds of disposition” — Pro- 
ceeds of disposition of depreciable property; 13(21.1) — Disposi- 
tion of a building; 43.1 — Life estates in real property; 44(6) — 
Deemed proceeds of disposition on replacement of land and build- 
ing; 48.1(1) — Optional gaini\when small business corporation be- 
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comes public; 50(1) — Debts established to be bad debts and shares 
of bankrupt corporation; 51.1 — Deemed proceeds on conversion of 
convertible bond; 55(2) — Deemed proceeds or capital gain; 
69(1)(b) — Inadequate considerations — taxpayer deemed to have 
received proceeds of disposition; 69(4) — Shareholder appropria- 
tion — deemed proceeds of disposition to corporation; 69(11) — 
Deemed proceeds of disposition; 70(5) — Deemed disposition on 
death; 79(3) — Deemed proceeds to debtor on surrender of property 
to creditor; 79.1(5)-— Deemed proceeds where property sold and 
repossessed in same taxation year; 85(1)(a) — Transfer of property 
to corporation by shareholders; 85.1(1)(a)(@j) — Share for share ex- 
change; 86(1)(c) — Exchange of shares by a shareholder in course 
of reorganization of capital; 87(4)(a), (c) — Shares of predecessor 
corporation; 88(1)(a), (b) — Winding-up; 128.1(4)(b) — Deemed 
disposition of property on ceasing to be resident in Canada ; 
132.2(1)(c), (f), (i), G) — Deemed proceeds of disposition on mu- 
tual fund reorganization. 


History: Para. (h) of the definition “proceeds of disposition” in s. 
54 amended by 1995, c. 21; subsec. 18(1), applicable to taxation 
years that end after February 21, 1994. The para. formerly read: 


(h) any amount.included in computing a taxpayer’s proceeds 
of disposition of the property by virtue of paragraph 79(c), 
and 


Pre-RSC History: The definition “proceeds of disposition” was 
para. 54(h). See Table of Concordance. 


Subpara. 54(h)(ix.1) repealed and subpara. 54(h)(x1) substituted to 
add reference to subsec. 84.1(1) by 1986, c. 6, subsecs. 27(2), (3). 
The repeal of subpara. 54(h)(ix.1) is applicable to 1986 et seg. and 
the amendment of subpara. 54(h)(x1i) is applicable: with respect to 
dispositions made after May 22, 1985. Subpara. 54(h)(ix.1) for- 
merly read: 


(ix.1) in the case of a share that is an indexed security, any 
amount received in respect of that share on a reduction of the 
paid-up capital of a corporation, 


Subpara. 54(h)(ix.1) added by. 1984, c. 1, subsec. 21(1), applicable 
after September 30, 1983. 


Subpara. 54(h)(x) substituted by 1980-81-82-83, c. 140, subsec. 
23(5), applicable with respect to dividends paid after November 12, 
1981, to add “received”. 


Subpara. 54(h)(x) substituted by 1980-81-82-83, c. 48, s. 23, appli- 
cable after December 11, 1979, to add “paragraph 55(2)(a) or”. 


All that portion of para. 54(h) following subpara. (viii) substituted 
by 1977-78, c. 1, s. 22, applicable to transactions occurring after 
December 31, 1978 to which any of subpara. 88(2)(b)(ii) and sub- 
secs, 84(2) and (3) apply but in applying paragraph 54(h) to disposi- 
tions after March 31, 1977 and before 1979, subparagraph (x) 
thereof shall be read as follows: 


(x) any amount that would otherwise be proceeds of disposi- 
tion of property of a taxpayer to the extent that such amount 
is deemed by subsection 212.1(1) to be a dividend paid to the 
taxpayer; and 


That portion of para. (h) following subpara. (viii) formerly read: 
but notwithstanding any other provision of this Part, does not 
include 


(ix) any amount that would otherwise be proceeds of dis- 
position of a share to the extent that such amount is 
deemed by subsection 84(2) or (3) to be a dividend, or 


(x) any amount that would otherwise be proceeds of dis- 
position of a debt owing to a taxpayer to the extent that 
such amount 


(A) is deemed by subsection 84.1(1) to be a dividend 
received by the taxpayer, and 


(B) is a taxable dividend; and 


All that portion of para. 54(h) following subpara. (viii) substituted 
by 1974-75-76, c. 26, subsec. 25(3), applicable in respect of disposi- 
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tions of property occurring after November 18, 1974. That portion 
formerly read: 


but notwithstanding any other provision of this Part does not 
include any amount that would*otherwise be proceeds of dis- 
position of a share to the extent that such amount is deemed 
by subsection 84(2) or (3) to ‘be a dividend; and 


Selected Cases [s. 54“proceeds of disposition”: Corbett v. 
Canada, [1997] 1 ©€.T.C. 2 (FCA) (No conflict with section 79); 
Hogan v. MNR, {1995] 2 C.T.C. 108 (FCTD) (Proceeds of disposi- 
tion when property sold at mortgage sale was full amount of mort- 
gage, not lower amount upon subsequent resale); Sénécal (J.G.) v. 
MNR, [1993] 2.C.T.C. 2218 (TCC) (Proceeds of disposition of land 
equal to cash and face value of promissory note received, despite 
evidence that note’s value nil); Shaw (J.M.) v. MNR, [1993] 1 
C.T.C. 221 (FCA), leave to appeal to SCC refused (1993), 158 NR 
399 (note) (Amount paid as “interest” on award of additional com- 
pensation for expropriation was interest income, not proceeds of 
disposition); Sani Sport Inc. v.. Canada, [1990] 2 C.T.C. 15 (FCA) 
(Portion of compensation pertaining to expropriated property consti- 
tutes proceeds of disposition for-calculation-of capital gain); The 
Queen vy. Fradet et al.; [1986] 2 C.T.C. 321 (FCA) (Portion of sales 
price returned to purchaser not included in proceeds of disposition); 
Fisher, E.R., Ltd. v. The Queen, [1986] 2 C.T.C. 114 (FCTD) (inter- 
est On expropriation compensation included in proceeds of 
disposition); Salt et al. v. The Queen, [1984] C.T.C. 414 (FCTD) 
(Amounts received for extended. options inalatied in proceeds of 
disposition). 

Interpretation Bulletins: IT-125R4: Dispositions of resource 
properties; IT-149R4: Winding-up dividend; IT-170R: Sale of prop- 
erty — when included in income computation; IT-185R: Losses ~ 
from theft, defalcation or embezzlement; IT-200: Surface rentals 
and farming operations; IT-220R2: Capital cost allowance — pro- 
ceeds of disposition of depreciable property; IT-259R2: Exchanges 
of property; [T-271R: Expropriations; IT-436R: Reserves — where 
promissory notes are included in disposal proceeds; IT-444R: Cor- 
porations — involuntary dissolutions; IT-460: Dispositions — ab- 
sence of consideration; IT-505: Mortgage foreclosures and condi- 
tional sales. repossessions. 


Advance Tax Ruling: ATR-28: Redemption of ea stock of 
family farm corporation; ATR-35: Partitioning of assets to get spe- 
cific ownership — “butterfly”. 


“specified property” of a taxpayer is capital prop- 
erty of the taxpayer that is 


(a) a share, 
(b) a capital interest in a trust; 
_ (c) an interest in a partnership, or . 


(d) an option to acquire specified pianes of the 
taxpayer; 
History: The definition “specified property” added to s. 54 by 


1995, c. 21, subsec. 18(3), applicable to taxation years that end after 
February 21, 1994. 


“superficial loss” of a taxpayer means the tax- 
payer’s loss from the disposition of a particular prop- 
erty where 


(a) during the period that begins 30 days before 
and ends 30 days after the disposition, the tax- 
payer or a person affiliated with the taxpayer ac- 
quires a property (in this definition referred to as 
the “substituted property’’) that is, or is identical 
to, the particular property, and 


(b) at the end of that period, the taxpayer or a per- 
son affiliated with the taxpayer. owns or had. a 
right to acquire the substituted property, 
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except where the disposition was 


(c) a disposition deemed by paragraph 
33.1(11)(a), subsection 45(1), section 48 as it 
read in its application before 1993, section 50 or 
70, subsection 104(4), section 128.1; paragraph 
132.2(1)(f), subsection 138(11.3) or 142.5(2), 
paragraph 142.6(1)(b) or subsection 144(4.1) or 
(4.2) or 149(10) to have been made, 


(d) the expiry of an option, 


(e) a disposition to which paragraph 4002\e 1) 
applies, 


_(f). a disposition by a corporation the control of 
which was acquired by a person or group of per- 
sons within 30 days after the disposition, 


(g) a disposition by a person that, within 30, days 
after the disposition, became or ceased to, be.ex- 
empt from tax under this Part on its taxable in- 
come, or : 


(h) a dhepoREH to which subsection 40(3. 4) or 
69(5) applies, 


and, for the purpose of this definition, a right to. ac- 
quire a property (other than a right,as security only, 


derived from a mortgage, agreement for sale or simi- | 


lar obligation) is deemed to be a property that.is 
identical to the. property. 


Related Provisions: 13(21.2) — Superficial loss rule for depre- | 


ciable property; 18(13)-(16)— Superficial loss- in moneylending 
business or adventure in nature of trade; 40(2)(g)G) — Superficial 
loss deemed to be nil; 40(3.3), (3.4) — Limitation on loss, where 
property acquired by affiliated person; 53(1)(f) — Addition to ad- 
justed cost base of substituted, property; 248(12) — Identical 
properties; 251.1 — Affiliated persons; 252(4) — Extended mean- 
ing of “spouse”; 
control in fact; 256(7)—(9) — Whether control acquired. 


History: The definition “superficial loss” in s. 54 amended by 
1998, c. 19,'s. 95, applicable, subject to s. 247 of 1998, c. 19 
(grandfathering rule reproduced after s. 260), to dispositions of 
property that occur after April 26, 1995. The definition formerly 
read: 


“superficial loss” of a taxpayer means the taxpayer’s’ loss 
from the disposition of a property in any case where 


(a) the same or identical property (in this definition re- 
ferred to as “substituted property”) was acquired, during 
the period beginning 30 days before the disposition and 
ending 30 days after the disposition, by the taxpayer, the 
taxpayer’s spouse or a corporation controlled, directly ‘or 
indirectly in any manner whatever, by the taxpayer, and 


(b) at the end of the period referred to in paragraph (a) 
the taxpayer, the taxpayer’s spouse or the corporation, as 
the case may be; owned, in any manner whatever, the 
substituted property, 


except that a loss otherwise described in this definition shall 
be deemed not to be a superficial loss if the disposition giving 
rise to the loss 


(c) was a disposition deemed by paragraph 33.1(11)(a), 
subsection 45(1), section 48 as it read in its application 
before 1993, section 50 or 70; subsection 104(4), section 
128.1, paragraph 132.2(1)(f, subsection 138(11.3) or 
142.5(2), paragraph 142.6(1)(b) or subsection 144(4.1) or 
(4.2) or 149(10) to have. been made, 


(d) was the expiration of an option, or 
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(€) was a disposition of property by the taxpayer to which 
paragraph 40(2)¢e.1) or subsection 85(4) applies. 


Para. (c) of the definition “superficial loss” in s. 54 amended by 
1995, c. 21, s. 77, applicable to dispositions that occur after Febru- 
ary 22, 1994, except that in applying para: (c) before July 1994, it 
shall be read without:reference to “paragraph 132.2(1)(f)”. The 
para. formerly read: 


(c) was a disposition deemed by paragraph 33.1(11)(a), sub- 
section 45(1), section. 48 as it read in its application before 
1993, section 50 or 70, subsection 104(4), section 128.1. or 
subsection 138(11.3), 144(4.1) or (4.2) or 149(10) to have 
[been] made, ' 


Para. (e) of the definition “superficial loss” in s. 54 amended by 
1995, c. 21, subsec. 18(2), applicable to taxation years that end after 
February 21, 1994. The para. formerly read: 


(e) was a disposition of property by the taxpayer to which 
subsection 85(4) applies. 


Para. (c) of the definition “superficial loss” in s. 54 substituted by 
1994, c..21,.s. 23, applicable after 1992 except that, where’ a corpo- 
ration elects in accordance with paragraph 111(4)(a) of 1994, c. 21 
(i.e., elects before the end of December 1994 for new. subsec. 
250(5.1) to apply in respect of a continuance before 1993), the 
amended para. applies to the corporation from the corporation’s 
time of continuation (within the meaning’ assigned by that para- 
graph). Para. (c) formerly. read: 


(c) was a disposition deemed by paragraph 33.1(11)(a), sub- 
section 45(1), section 48, 50 or 70 or subsection 104(4), 
138(11.3), 144(4.1) or (4.2) or 149(10) to have been made, 


Para. (a) of the definition “superficial loss” in s..54 amended by 
1994, c. 7, Sch. Il (1991, c. 49), s. 31, to substitute “controlled, di- 
rectly”. for “controlled, whether directly”, applicable to taxation 
years beginning after 1988. 


Pre-RSC History: The definition 
54(i): 

Subpara. 54(1)(i1i) substituted by 1987, C. 46, s. 14, applicable with 
respect to taxation years commencing after. December 17, 1987. 
Subpara. 54(i)(11) formerly read: 


“superficial loss” was para. 


(iii) was a disposition deemed by section 48, 50. or 70 or sub- 
section 45(1), 104(4), 138(11.3), 144(4.1) or (4.2) or 149(10) 
to have been made, 


Subpara. 54(i)(vi) repealed by 1986, c..6, subsec. 27(4), applicable 
to 1986 et seg. Subpara. 54()(v1i) formerly read: 


(vi) was. a disposition. deemed by paragraph 47.1(2)(c) to 
have been made on the transfer of the property to an indexed 
security investment plan and the property was not within 30 
days after the disposition withdrawn from the plan or dis- 
posed of under the plan to a person with whom the taxpayer 
did not deal at arm’s length. 


Subpara. 54(4)(vi) added by 1984, c. 1, subsec. 21(2), applicable af- 
ter September 30, 1983. 


Subpara. 54() (ili) substituted by 1980-81-82-83, c. 140, subsec. 
23(6), applicable after November 12, 1981. Subpara. 54(i)(iti) for- 
merly read: 


(111) was a disposition deemed by section 48, 50: or 70 or sub- 
section 45(1), 104(4) or 144(4.1) or (4:2) to have been made, 


Subparas. 54(i)(i), (ii) substituted by 1976-77, c. 4, subsec. 14(2), 
applicable to transfers of property after May 25, 1976. Subparas. 
54(i)(i), 1) formerly read: 


(i) the same or. identical property. (in this paragraph referred 
to as “substituted property”) was acquired, during the period 
beginning 30 days before the disposition and ending 30 days 
after the disposition, by the taxpayer, his spouse, any ‘trust 
governed by a plan referred to in any of clauses 54(c)(v) (A) 
to (D) under which he is a beneficiary or immediately after 
the disposition becomes'a beneficiary, any beneficiary under 
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such a plan, or a corporation controlled, whether directly or 
indirectly in any manner whatever, by him, and 


(ii) at the end of the period referred to in subparagraph (i) the 
taxpayer, his spouse, the trust governed by a plan, the benefi- 
ciary or the corporation, as the case may be, owned, in any 
manner whatever, the substituted property, 


Subparas. 54(i)(i)—-(iii) substituted by 1974-75-76, c. 26, subsec. 
25(4), applicable to 1972 et seq. except that, in its application to 
1972 and 1973, subpara. Jags io is to be read without reference to 
subsec. 144(4.2). 


I.T. Application Rules: 26(6) (superficial loss where disposition 
from June 19 to December 31, 1971). 


Interpretation Bulletins: IT-159R3: Capital debts established to 
be bad debts; IT-325R2: Property transfers after separation, divorce 
and annulment; IT-387R2: Meaning of “identical properties”. 


I.T. Technical News: No. 7 (control by a group — 50/50 arrange- 
ment (re para. (f))). 


Definitions [s. 54]: “acquired” — 256(7)-(9); “affiliated” — 
251.1; “amount” — 248(1); “beneficially interested’ — 248(25); 
“brother” — 252(2); “business” — 248(1); “ 
terpretation Act 37(1)(a); “Canada” — 255; “capital gain” — 
39(1)(a), 248(1); “capital interest” —in a trust 108(1), 248(1); 
“capital loss” — 39(1)(b), 248(1); “capital property” — 54, 248(1); 


“control” 
256(5.1);, “corporation” — 248(1), Interpretation Act 35(1); 
“child” ; “deferred profit sharing plan” — 147(1), 248(1); 


“depreciable property” — 13(21), 248(1); “disposition” — 54; “div- 
idend” — 248(1); “eligible capital amount” — 14(1), 248(1); “eligi- 
ble capital property” — 54, 248(1); “employees profit sharing 
plan” — 144(1), 248(1); “father” — 252(2); “identical” — 248(12); 
“individual” — 248(1); “married” — 252(4)(c); “mother” — 
252(2); “person”, “personal trust” — 248(1); “personal-use prop- 
erty” — 54, 248(1); “prescribed”, “property” — 248(1); “registered 
charity” — 248(1); “registered retirement income fund” — 
146.3(1), 248(1); “registered retirement savings plan” — 146(1), 
248(1); “resident in Canada” — 250; “separation agreement” — 
248(1); “share” — 248(1); “sister” — 252(2); “specified benefici- 
ary” — 54“principal residence”(c.1)(ii); “spouse” — 252(4)(a); 
“substituted property” — 54“superficial loss’(a); “ i 
249; “taxpayer” — 248(1); “trust” — 104(1), 248(1), (3). 


54.1 (1) Exception to principal residence 
rules — A taxation year in which a taxpayer does 
not ordinarily inhabit the taxpayer’s property as a 
consequence of the relocation of the taxpayer’s or 
the taxpayer’s spouse’s place of employment while 
the taxpayer or the spouse, as the case may be, is 
employed by an employer who is not a person to 
whom the taxpayer or the spouse is related shall be 
deemed not to be a previous taxation year referred to 
in paragraph (d) of the definition “principal resi- 
dence” in section 54 if 


(a) the property subsequently becomes ordinarily 
inhabited by the taxpayer during the term of the 
taxpayer’s or the taxpayer’s spouse’s employ- 
ment by that employer or before the end of the 
taxation year immediately following the taxation 
year in which the taxpayer’s or the spouse’s em- 
ployment by that employer terminates; or 


(b) the taxpayer dies during the term of the tax- 
payer’s or the spouse’s employment by that 
employer. 


Related Provisions: 252(4) — Extended meaning of “spouse”. 
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(2) Definition of “property” — In this. section, 
“property”, in relation to a taxpayer, means a hous- 
ing unit Ws 


(a) owned by the taxpayer, 


(b) in respect of which the taxpayer has a Waser 
hold interest, or 


(c) in respect of which the taxpayer owned a 
share of the capital stock of a co-operative hous- 
ing corporation if the share: was acquired for the 
sole purpose of acquiring the right to inhabit a 
housing unit owned by the corporation | 
whether jointly with another person or otherwise in 
the year and that at all times was at least 40 kilome- 
tres farther from the taxpayer’s or the taxpayer’s 
spouse’s new place of employment than was the tax- 
payer’s subsequent place or places of residence. 
Related Provisions: 40(2)(b), 40(4)-(6) — Principal residence 
tules. 
Pre-RSC History [s. 54.1]: That portion of subsec. 54.1(2) fol- 
lowing para. (c) substituted by 1980-81-82-83, c. 140,.s. 24, appli- 
cable with respect to relocations neNIE after 1981, to substitute 
“40 kilometres” for “25 miles”. 


Subsec. 54.1(1), and that portion of subsec. 54.1(2) following para. 
(c), substituted by 1976-77, c. 4, s. 15, applicable to 1972 et seq. 


S. 54.1 added by 1974-75-76, c: 26, s. 26, applicable to 1972 et eg. 
Definitions [s. 54.1]: “corporation” — 248(1), Interpretation Act 
35(1); “employed”, “employer”, “employment”, “person” — 
248(1);. “property” — 54.1(2); “share” — 248(1); “spouse” — 
252(4)(a); “taxation year” — 249; “taxpayer” — 248(1). 
Interpretation Bulletins [s. 54.1]: IT-120R4:. Principal 
residence. 


54.2 Certain shares deemed to be capital 
property — Where any person has disposed of 
property that consisted of all or substantially all of 
the assets used in an active business carried on by 
that person to a corporation for consideration that in- 
cluded shares of the corporation, the shares shall be 
deemed to be capital property of the person. 
Related Provisions: 39(4) — Election re disposition of Canadian 
securities; 85(1) — Rollovers of property to. corporation; 
110.6(14)(f\(ii) — Shares qualify for capital gains exemption with- 
out waiting for 2-year holding period; 248(1) — “Business” does 
not include adventure or concern in the nature of trade. 


Pre-RSC History: S. 54.2 added by 1988, c. 55, s. 32, applicable 
with respect to dispositions occurring after 1987. 

Definitions [s. 54.2]: “active business”, “business” — 248(1); 
“capital property” — 54, 248(1); “corporation” — 248(1), Interpre- 
tation: Act 35(1); “disposition” —54; “person”, . “property”, 
“share” — 248(1). 

Information Circulars: 88-2 Supplement, para. 7: General anti- 
avoidance rule — section 245 of the Income Tax Act. 


55. (1) Definitions — In this section, 


“distribution”? means a direct or indirect transfer of 
property of a corporation (referred to in this section 
as the “distributing corporation’’) to one or more cor- 
porations (each of which is referred to in this section 
as a “transferee corporation’) where, in respect of 
each type of property owned by the distributing cor- 
poration immediately before the transfer, each trans- 
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feree corporation receives property of that type the 
fair market value of which is equal to or approxi- 
mates the amount determined by the formula 


B 
Aix = 
Gt 


where 


A 


is the fair market value, immediately before the 
transfer, of ‘all property of that type owned at that 
time by the distributing corporation, 


is the fair market value, immediately before the 
transfer, of all the shares of the capital. stock of 
the distributing corporation owned at that time by 
the transferee corporation, and 


is the fair market. value, immediately before the 
transfer, of all the issued shares of the capital 


stock of the distributing corporation; 


Related Provisions: 88(1)(c)(iv) — Winding-up. 


“permitted acquisition’, in relation to a distribution 


by 


of, 


a distributing corporation, means. an acquisition 


of property by a person or partnership on, or as part 


(a) ‘a distribution, or 


(b).a permitted exchange or permitted redemption 
in relation to a distribution by another distribut- 
ing corporation; 


“permitted exchange’, in relation to a distribution 


by 


a distributing corporation, means 


(a) an exchange of shares for shares of the capital 
stock of the distributing corporation to which 


“subsection 51(1) or 86(1) applies or would, if the 
' shares were capital property to the holder thereof, 


apply, other than an exchange that resulted in an 
acquisition of control of the distributing corpora- 
tion by any person or group of persons, and 


(b) an exchange of shares of the capital stock of 
the distributing corporation by one or more share- 
holders of the distributing corporation (each of 
whom is referred to in this paragraph as a “par- 
ticipant’) for shares of the capital stock of an- 
other corporation (referred to in this paragraph as 
the “acquiror’) in contemplation of the distribu- 
tion where 


(i) no share of the capital stock of the acquiror 
outstanding immediately after the exchange 


(other than directors’ qualifying shares) is — 


owned at that time by any person or partaer- 
ship other than a participant, 


and either | 
(ii) the acquiror owns, immediately before the 
distribution, all the shares each of which is a 
share of the capital stock of the distributing 


corporation that was owned immediately 
before the exchange by a participant, or 


(iii) the fair market value, immediately before 
the distribution, of each participant’s shares of 


the capital stock of the acquiror is equal.to or 
approximates, the amount determined by the 
formula 


(ax<) +R, 


where 


A is the fair market value, immediately 
before the distribution, of all the shares of 
the capital stock of the acquiror then out- 
standing (other than. shares issued to par- 
ticipants. in consideration for shares of a 
specified class all the shares of which were 
acquired by the acquiror on the exchange), 


-B is the fair market value, immediately 
before the exchange, ofall the shares of 
the capital stock of the distributing corpo- 
ration (other than shares of a specified 
class none or all of the shares of which 
were acquired by the acquiror. on the ex- 
change) owned. at that time by the 
participant, 


C is the fair market valne immediately 
before the exchange, of all the shares 
(other than shares of a specified class none 
or all of the shares of which were acquired 

by the acquiror on the exchange and shares 
to be redeemed, acquired or cancelled by 
_the distributing corporation pursuant to the 
exercise of a statutory right of dissent by 
the holder of the share) of the capital stock 
of the distributing corporation outstanding 
immediately before the exchange, and 


D is the fair market value, immediately 
before the distribution, of all the shares is- 
sued to the participant by the acquiror in 
consideration for shares of a specified 
class all of the shares of which were ac- 
quired by the acquiror on the exchange; 


Related Brovisions: 256(7)+(9) — Whether control acquired. 


‘permitted redemption’’, in relation to a distribu- 
tion by a distributing corporation, means 


(a) a redemption or purchase for cancellation by 
the distributing corporation, as part of the reor- 
ganization in which the distribution was made, of 
all the shares of its capital stock that were owned, 
immediately ‘before the, distribution, by a trans- 
feree corporation in relation to the’ distributing 
corporation, | 


(b) a redemption or purchase for cancellation by a 
transferee corporation in relation to the distribut- 
ing corporation, or by a corporation that, immedi- 
ately after the redemption or purchase, was a sub- 
sidiary wholly-owned. corporation. of the 
transferee corporation, as part of the reorganiza- 
tion in which the distribution was made, of all of 
the shares of the capital stock of the transferee 
corporation or the subsidiary wholly-owned cor- 
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poration that were acquired by the distributing 
corporation in consideration for the transfer of 
property received by the transferee corporation 
on the distribution, and 


(c) a redemption or purchase for cancellation by 
the distributing corporation, in contemplation of 
the distribution, of all the shares of its capital 
stock each of which is 


(i) a share of’ a specified class the cost of 
which, at the time of its issuance, to its origi- 
nal owner was equal to thé fair market value 
at that time of the consideration for which it 
was issued, or 


(ii) a share that was issued, in contemplation 
of the distribution, by the distributing corpora- 
tion in exchange for a share described 1 in sub- 
paragraph (1); 
History: Paras. (a) and (b) of the definition “permitted redemption” 
in subsec. 55(1) amended by 1998, c. 19, subsec. 96(1), applicable 
to dividends received after February 21, 1994. The paras. formerly 
read: 
(a) a redemption or purchase for cancellation by the distribut- 
ing corporation, as part of the reorganization in which the dis- 
tribution was made, of all the shares of its capital stock 
owned by a transferee corporation in relation to the distribut- 
ing corporation, 


(b) a redemption or purchase for cancellation by.a transferee 
corporation in relation to the distributing corporation, as part 
of the reorganization in which the distribution was made, of 
all of the shares of its capital stock owned by the distributing 
corporation, and 


*‘safe-income determination time” for a transaction 
or event or a series of transactions or events means 
the time that is the earlier of 


(a) the time that is immediately after the earliest 
disposition or increase in interest described in 
any of subparagraphs (3)(a)(4) to (v) that resulted 
from the transaction, event or series, and 


(b) the time that is immediately before the earliest 
time that a dividend is paid as part of the transac- 
tion, event or series; 

History: The definition “safe-income determination time” added to 


subsec. 55(1) by 1998, c. 19, subsec. 96(2), plain to dividends 
received after June 20, 1996. 


*‘specified class’? means a class of shares of the capi- 
tal stock of a distributing corporation where 


(a) the paid-up capital in respect of the class im- 
mediately before the beginning of the series of 
transactions or events that includes: a distribution 
by the distributing corporation, was not less than 
the fair market. value of the consideration for 

_ which the shares of that class then outstanding 
were issued, 


(b) under neither the terms and conditions of the 
shares nor any agreement in respect of the shares 
are the shares convertible into or exchangeable 
for shares other than shares of a specified class or 
shares of the capital stock of a transferee corpora- 
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tion in relation to the distributing - mpeg Hac 
and ) 


(c) under neither the terms and conditions of the 
shares nor any agreement in respect of the shares 
is any holder of the shares entitled to receive on 
the redemption, cancellation or acquisition of the 
shares by the corporation or by any person with 
whom the corporation does. not deal at arm’s 
length (excluding any premium for early redemp- 
tion) an amount. greater than the total of the fair 
market value of the consideration for which the 
shares were issued and the amount of any unpaid 
dividends thereon. 


History: New subsec. 55(1) added by 1995, c. 3, subsec. 1664), ap- 
plicable to dividends received after February 21, 1994 other than 
dividends received before 1995 in the course of a reorganization 
that was required on February 22, 1994 to be carried out pursuant to 
a written agreement entered into before February 22, 1994, 


Pre-RSC History: Former subsec. 55(1) repealed.by 1988; c..55, 
subsec. 33(1), applicable with respect to transactions entered into on 
or'after September 13, 1988, other than 


(a) transactions that are part of a series of transactions, deter- 
mined without reference to subsection 248(10), commencing 
before September 13, 1988 and completed before 1989; or 


(b) any one or more transactions, one.of which was entered into 
before April 13, 1988, that were entered into by a taxpayer in 
the course of an arrangement and in respect of which the tax- 
payer received from the Department. of National Revenue, 
before April 13, 1988, a confirmation or opinion in writing with 
respect to the tax consequences thereof. 


Subsec. 55(1) formerly read: 


55. (1) Avoidance — For the purposes of this subdivision, 
where the result of one or more sales, exchanges, declarations 
of trust, or other transactions of any kind whatever is that a 
taxpayer has disposed of property under circumstances such 
that he may reasonably be considered to have artificially or 
unduly 


(a) reduced the amount of his gain ones the dispasition, 
(b) created a loss from the disposition, or 
(c) increased the amount of his loss from the disposition, 


the taxpayer’s gain or loss, as the case may be, from the dis- 
position of the property shall be.computed as if such reduc- 
tion, creation or increase, as the case may be, had not 
occurred. 


Selected Cases [subsec. 55(1)]: Nova Corp. of Alberta v. R., 


[1997] 3:C.T.C. 291 (FCA) (Taxpayer must have done something to 
increase the loss for provision to’ apply); Nova Corporation of 
Alberta v. Canada, [1996] 1 C.T.C. 2164 (TCC) (Provision not ap- 
plicable where taxpayer did nothing to increase an existing loss in 


shares acquired in arm’s length transaction). 


(2) Deemed proceeds or capital gain — Where 
a corporation resident in Canada has received a taxa- 
ble dividend in respect of which it is entitled to a 
deduction under subsection 112(1) or (2) or 138(6) 
as part of a transaction or event or a series of trans- 
actions or events, one of the purposes of which (or, 
in the case of a dividend under subsection 84(3), one 
of the results of which) was to effect a significant 
reduction in the portion of the capital gain that, but 
for the dividend, would have been realized on a dis- 
position at fair market value of any share of capital 
stock immediately before the dividend and that could 
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reasonably be considered to be attributable to any- 
thing other than income earned or realized by any 
corporation after 1971 and before the safe-income 
determination time for the transaction, event or se- 
ries, notwithstanding any other section of this Act, 
the amount of the dividend (other than; the portion of 
it, if any, subject to tax under Part IV that is not re- 
funded as a consequence of the payment of a divi- 
dend to a corporation where the payment is part of 
the series) 


(a) shall be deemed not to be a dividend received 
by the corporation; 


(b) where a corporation has disposed of the share, 
shall be deemed to be proceeds of disposition of 
the share except to the extent that it is otherwise 
included in computing such proceeds; and 


(c) where a corporation has not disposed of the 
share, shall be deemed to be a gain of the corpo- 
ration for the year in which the dividend was re- 
ceived from the disposition of a capital property. 


Related Provisions: 54“proceeds of disposition’(j) — Effect of 
55(2) on proceeds of disposition; 55(3) — Exception; 55(4) — 
Arm’s length dealings; 55(5) — Applicable rules: 110.6(7)(a) — 
Capital gains exemption disallowed on butterfly; 112(3) — Stop- 
loss rule denying capital loss after dividends received on share; 
248(10) — Series of transactions; 256(7) — Where ‘control deemed 
not to be acquired; 256(8)— Where rights acquired rather than 
shares in order to avoid: 55(2). 


History: The opening words of subsec. 55(2) amended by 1998, c. 
19, subsec. 96(3), applicable to dividends received after June 20, 
1996. The opening words formerly read: 


(2) Where a corporation resident in-‘Canada has after April 21, 
1980 received a taxable dividend in respect of which it is en- 
titled to a deduction under subsection 112(1) or 138(6) as part 
of a transaction or event or a: series.of transactions or events 
(other than as part of a series of transactions or events that 
commenced before April 22, 1980), one of the purposes of 
which (or, in the case of a dividend under subsection 84(3), 
one of the results of which) was to effect a significant reduc- 
tion in the portion of the capital gain that, but for the divi- 
dend, would have been realized on a disposition at fair market 
value of any share of capital stock immediately before the 
dividend and that could reasonably be considered to be attrib- 
utable to anything other than income earned or realized by 
any corporation after 1971 and before the transaction or event 
or the commencement of the series of transactions or events 
referred to in paragraph (3)(a), notwithstanding any other sec- 
tion of this Act, the amount of the dividend (other than the 
portion thereof, if any, subject to tax under Part IV that is not 
refunded as a consequence of the payment of a dividend to a 
corporation where the payment is part of the series of transac- 
tions or events) 


Pre-RSC History: See at end of s. 55. 


Selected Cases [subsec. 55(2)]:. Nassau Walnut Investments 
Inc. V. R., [1998] 1 C.T.C. 33 (RCA) (Provision available to taxpay- 
ers assessed under subsection 55(2));. Deuce Holdings Ltd. v. R., 
[1998 1 C.T.C. 2550. (TCC). (‘Safe income” is after-tax 
computation; H,T. Hoy Holdings Ltd. v. R., [1997] 2 C.T.C. 2874 
(TCC) (Series of transactions structured to cause parties to be re- 
lated resulted in application of provision); Northern Hot Oil 
Services Ltd. v. R., [1997] 2 C.T.C. 2543 (TCC) (Teleological ap- 
proach to construction of provision); Placer Dome Inc. v. Canada, 
[1997] 1 C.T.C. 72 (FCA) (“Purpose” is subjective in nature; “re- 
sult” is objective); Industries S.L.M. Inc. v. Canada, [1996] 2 
C.T.C. 2572 (TCC) (Dividend subject to application of provision as 


S. 55(3)(a)(iv) 


significantly reducing capital gain on sale of shares); Champagne v. 
MNR, [1996] 2 C.T.C. 2537 (TCC) (Safe income to be calculated on 
basis of income available for distribution, not already distributed); 
Sabo Brothers Construction Ltd v. Canada, [1996] 2 C.T.C. 2073 
(TCC) (Business loss disallowed where no possibility of profit; tax 
benefits did not arise solely from operation of Act); CPL Holdings 
v. Canada, [1995] 1 C.T.C. 447 (FCTD) (Provision not applicable 
where transactions not motivated by same considerations and pur- 
pose was to improve legal protection). 


Information Circulars: 88-2, paras. 7, 13: General anti-avoidance 
rule — section 245 of the Income Tax Act. 


I.T. Technical News: No. 3 (loss utilization within a corporate 
group; butterfly, reorganizations); No. 7 (subsection 55(2) — recent 
cases). 


Advance Tax Ruling: ATR-22R: Estate, freeze using share ex- 
change; ATR-27: Exchange and acquisition of interests in capital 
properties through rollovers and winding-up (“butterfly”); ATR-35: 
Partitioning of assets to’ get specific ownership — “butterfly”; ATR- 


47: Transfer of assets to Realtyco; ATR-56: Purification of a family 


farm corporation; ATR-57: Transfer of property for estate planning 
purposes; ATR-58: Divisive reorganization. 


(3) Application — Subsection (2) does not apply to 
any dividend received by a corporation (in this sub- 
section and subsection (3.01) referred to as the “divi- 
dend recipient’) 


(a) if, as part of a transaction or event or a series 
of transactions or events as a part of which the 
dividend was received, there was not at any par- 
ticular time | , 

(i) a disposition of property, other than 


(A) money disposed of on the payment of 
a dividend or on a reduction of the paid-up 
capital of a share, and 


(B) property disposed of for proceeds that 
are not less than its fair: market value, 


to a person or partnership that was an unre- 
lated person immediately before the particular 
time, 

(ii) a significant increase (other than as a con- 
sequence of a disposition of shares of the cap- 
ital stock of a corporation for proceeds of dis- 
position that are not less than their fair market 
value) in the total direct interest in any corpo- 
ration of one or more persons or partnerships 
that were unrelated persons immediately 
before the particular time, 

(iii) a disposition, to a person or partnership 
who was an unrelated person immediately 
before the particular time, of 


(A) shares of the capital stock of the cor- 
poration that paid the dividend (referred to 
in this paragraph and subsection (3.01) as 
the “dividend payer’), or 
(B) property. more than 10% of the fair 
market value of which. was, at any time 
during the course of the series, derived 
from shares of the capital stock of the divi- 
dend payer, 
(iv) after the time the dividend was received, a 
disposition, to a person or partnership that was 
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an unrelated person immediately before the 
particular time, of 


(A) shares of the capital stock of the divi- 
dend recipient, or 


(B) property more than 10% of the fair 
market value of which was, at any time 
during the course of the series, derived 
from shares of the capital stock of the divi- 
dend recipient, and 


(v) a significant increase in the total of all di- 
rect interests in the dividend payer of one or 
more persons or partnerships who were unre- 
lated persons immediately before the particu- 
lar time; or | 
Selected Cases [para. 55(3)(a)]: Deuce Holdings Ltd. v. R., 
[1998 1 C.T.C. 2550 (TCC) (“Any dividend” means one dividend); 
CPL Holdings v. Canada, [1995] 1 C.T.C. 447 (FCTD) (Provision 
not applicable where transactions not motivated by same considera- 
tions and purpose was to improve legal protection). 


(b) if the dividend was received 
(i) in the course of a reorganization in which 


(A) a distributing corporation made a dis- 
tribution to one or more transferee corpo- 
rations, and 


(B) the distributing corporation was wound 
up or all of the shares of its capital stock 
owned. by each transferee corporation im- 
mediately before the distribution were re- 
deemed or cancelled otherwise than on an 
exchange to which subsection 51(1), 85(1) 
or 86(1) applies, and 


(ii) on a permitted redemption in relation to 
the distribution or on the winding-up of the 
distributing corporation. 


Related Provisions: 13(30) — Transfers of property; 55(3.01) — 
Rules of interpretation for 55(3)(a). 55(3.1), (3.2) — Exception for 
purchase butterfly; 88(1)(d) — Winding-up; — 88(1)(c)(iii), 
88(1)(c.2) — Cost base of property after windup; 110.6(7)(a) — 
Capital gains exemption disallowed on butterfly; 248(10) — Series 
of transactions; Reg. 1100(2.2), 1102(14)(a) — Depreciable prop- 
erty acquired on reorganization. 


History: The portion of subsec. 55(3) before para. (b) amended by 
1998, c. 19, subsec. 96(4), applicable to dividends received by a 
corporation after February 21, 1994, except that, 


(a) in respect of such dividends received before June 20, 1996, 
or received under an arrangement substantially advanced, as ev- 
idenced in writing, before June 20, 1996, subparas. 55(3)(a)(ii) 
and (v) shall, if paragraph (b) does not apply, be read as 
follows: 


(ii) a significant increase (other than as a consequence of 
a disposition of shares of the capital stock of a corpora- 
tion for proceeds of disposition that are not less than their 
fair market value) in the interest in any corporation of 
one or more persons or partnerships that were unrelated 
persons immediately before the particular time, 


(v) a significant increase in the interest in the dividend 
payer of one or more persons or partnerships that were 
unrelated persons immediately before the particular time; 
or 
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and 

(b) in respect of such dividends, where they are received on 
shares issued before June 20, 1996, and the corporation so 
elects in writing before the end of the fourth month after 
the month in which this Act is assented to or in its return of 
income under Part I of the Act for the year in which it re- 
ceived the dividends, the Act shall be read without refer- 
ence to subsec. ee 01), and para. 55(3)(a) shall be read as 
follows: 


(a) unless the dividend was received as part of a 
transaction or event or a series of transactions or 
events that resulted in 


(i) a disposition of any property to a person with 
whom the dividend recipient was dealing at 
arm’s length, or 


(ii) a significant increase in the interest in any 
corporation of any person with whom the: divi- 
dend recipient was dealing at arm’s length; or 


The portion before para. (b) formerly, read: 


(3) Exception — Subsection (2) does not apply to. any divi- 
dend received by a corporation, 


(a) unless the dividend was received as part of a transac- 
tion or event or a series of transactions or events that re- 
sulted in’ 


(i) a;disposition of eee to a person (other than 
the corporation) to whom that corporation was. not 
related, or 


(ii) a significant increase in the interest in any corpo- 
ration of any person (other than the corporation that — 
received the dividend) to whom the corporation that 
received the. dividend was not related; or 


Subsec. 96(15) of 1998, c..19, applicable to dividends received after 
February 21, 1994, provides: 


(15) Where a corporation elects under [paragraph (b) of the 
-application to this amendment (above) — ed.] in respect of 
dividends, 


(a) subsection 55(4) of the Act shall, in respect of those 
dividends; be read as follows: 


(4) Where it can reasonably be considered that the 
principal purpose of one or more transactions or 
events was to cause 2 or more persons to be related 
or to not deal with each other at arm’s length, or to 
‘cause one corporation to control another corpora- 
tion, so as to make subsection (2) inapplicable, for 
the purposes of this section, those persons are 
deemed not to be related or are deemed to deal 
with each other at arm’s length, or the corporation 
is deemed not to control the other corporation, as 
the case. may be. 4 


and 


(b) paragraph 55(5)(e) of the Act shall, in respect of those 
dividends, be read as follows: 


(e) in determining whether 2 or more persons deal 
with each other at arm’s length, ' 


(i) a person is deemed to deal ‘with another 
person at arm’s length and not to be related to 
the other person if the person is the brother or 
sister of the other person, and 


(i1) persons who are otherwise related to each 
other solely because of a right referred to in 

paragraph 251(5)(b) are deemed not to be re- 
lated to each other; and 


Subparas, 55(3)(a)(i) and (11) amended. by 1995, c. 3, subsec. 16(2), 
applicable to dividends received after February 21, 1994, other than 
dividends received as part of a transaction or event or a series of 
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transactions or events that was required. on February 22, 1994 to be 
carried out pursuant to a written agreement entered into before Feb- 
ruary 22, 1994. Subparas. (i) and (ii) formerly read: 


(i) a disposition of any property to a person with whom that 
corporation was dealing at arm’s length, or 


(ii) a significant increase in the interest in any corporation of 
any person with whom the corporation that received the divi- 
dend was dealing at arm’s length; or 


Para. 55(3)(b) amended by, 1995, c. 3, subsec. 16(3), applicable to 
dividends received after February 21, 1994 other than dividends re- 
ceived before 1995 in the course of a reorganization that was re- 
quired on February 22, 1994 to be carried out pursuant to a written 
agreement entered into before February 22, 1994. Para. (b) formerly 
read: 


(b) if the dividend was received in the course of a reorganiza- 
tion in which property of a particular corporation was trans- 
ferred, directly or indirectly, to one or more corporations 
(each of which is in this paragraph referred to as a “‘trans- 
‘feree”) and, in respect of each type of property so transferred, 
the fair market value of the property so received by each 
transferee was equal to or approximated the proportion of the 
fair market value of all property of that type owned by the 
particular corporation immediately before the transfer that 


(i) the total of the fair market value immediately before 
the transfer of all shares of the:capital stock of the partic- 
ular corporation owned by the transferee at that time 


is of 


(ii), the fair market value immediately before the transfer 
of all the issued shares of the capital stock of the particu- 
lar corporation at, that time, 


except that this paragraph does not apply in respect of a trans- 

fer where, in contemplation of and before the transfer, prop- 

erty has become property of the particular corporation, a cor- 

poration controlled by the particular corporation or a 

predecessor of any such corporation otherwise than as a result 
- of 


(iii) an amalgamation of corporations each of which was 
related to the particular: corporation, 


(iv) the winding-up of a corporation ies was related to 
the particular corporation, 


(v) a transaction to which subsection (2) would, but for 
_ this subsection, apply, 


(vi) a disposition of property. by. the particular..corpora- 
tion or a corporation controlled by it to another corpora- 
tion controlled by the particular corporation, 


(vii) a disposition of property by the particular corpora- 
tion or a predecessor thereof for consideration that con- 
sists only of money or indebtedness that is not converti- 
ble into other property, or of any combination thereof, or 


(viii) a prescribed transaction. 
Pre-RSC History: See at end of s. 55. 


Information Circulars; 88-2, para. 7: General anti-avoidance 
rule — section 245 of the Income Tax Act. 


IT. Technical News: No. 3 (butterfly reorganizations). 


Advance Tax Ruling: ATR-22R: Estate freeze using share ex- 
change; ATR-27: Exchange and acquisition of interests in capital 
properties through rollovers and winding-up (“butterfly”); ATR-35: 
Partitioning of assets to get specific ownership — “butterfly”; ATR- 
47: Transfer of assets to Realtyco; ATR-56: Purification of a family 
farm corporation; ATR-57: Transfer of property for estate planning 
purposes; ATR-58; Divisive reorganization. 


S.55(3.01) 


(3.01) Interpretation for para. (3)(a) — For the 
purposes of paragraph (3)(a), 


(a) an unrelated person’ means “a person (other 
than the dividend recipient) to. whom the divi- 
dend recipient is not related or a partnership any 
member of which (other than the dividend recipi- 
ent) is not related to the dividend recipient; 


(b) a corporation that is formed’ by an amalgama- 
tion of 2 or more other corporations is deemed to 
be the same corporation as, and a continuation of, 
each of the other corporations; 


(c) where there has been a -winding-up of a corpo- 
ration to which subsection 88(1) applies, the par- 
ent is deemed.to be the same corporation,as, and 
a continuation of, the subsidiary; ; 


~(d) proceeds of disposition shall be vesiiite 

“without reference to “paragraph 55(2)(a) or” 
paragraph (j) of the definition “proceeds of dispo. 
sition” in section 54; and 


(é) notwithstanding any other provision of ‘this 

“Act, where a non-resident person disposes of a 
‘property in a taxation year and the gain or loss 
from the disposition is not included in computing 
the person’s taxable income earned in Canada for 
the year, the person is deemed to have disposed 
of the property for proceeds of disposition that 
are less than its fair, market value unless, under 
‘the income tax laws of the country in which the 
person is resident, the gain or loss 1s computed as 
if the property were disposed of for proceeds of 
disposition that are not less than its fair market 
value and: the gain or loss so computed is recog- 
nized for the purposes of those laws. 


History: Subsec. 55(3.01) added by, 1998, c. 19, subsec. 96(5), ap- 
plicable to dividends received by a. corporation, after February 21, 
1994, except that in respect of such dividends, Where they are re- 
ceived on shares issued before June 20, 1996, and the corporation so 
elects in writing before the end of the fourth-month after the month 
in which this Act is assented to‘or in its return of income under Part 
I of the Act for the year in which it received the dividends, the Act 
stall be read without FORE Ce to subsec. 55 61. 


Sihaee 96(15) of 1998, c. 19, applicable to Givieade coreree after 
February 21, 1994, provides: 


(15) Where a corporation elects under [paragraph (b) of the 
application to this amendment (above) — ed.] in respect of 
chvidenas, 


y 


(a) subsection 55(4) of the Act shall, in respect of those 
dividends, be read. as follows: 


(4) Where it can'reasonably be considered that the 
principal: purpose of one or, more, transactions or 
events was to cause 2 or more persons to be related 
or to, not: deal with each; other at arm’s, length, or to 
cause, one corporation to control. another, corpora- 
tion, so as to make subsection (2) inapplicable, for 
the purposes of this section, those persons are 
deeméd not to be related or are’ deemed to deal 
with each other at arm’s length,/or ‘the corporation 
is deemed not’ to control the other ‘corporation, as 
the case may be. 
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and © 


(b) paragraph 55(5)(e) of the Act shall, in respect of those 
dividends, be read as follows: 


(e) in determining whether 2 or more persons deal 
with each other at arm’s length, 


(i) a person is deemed to deal with another 
person at arm’s length and not to be related to 
the other person if the person is the brother or 
sister of the other person, and 


(ii) persons who are otherwise related to each 
other solely because of a right referred to in 
paragraph 251(5)(b) are deemed not to be re- 
lated to each other; and 


(3.1) Where para. (3)(b) not applicable — Not- 
withstanding subsection (3), a dividend to which 
subsection (2) would, but for paragraph (3)(b), apply 
is not excluded from the application of subsection 
(2) where 


(a) in contemplation of and before a distribution 
made in the course of the reorganization in which 
the dividend was received, property became 
property of the distributing corporation, a.corpo-_ 
ration controlled by it or a predecessor corpora- 
tion of any such corporation. otherwise than as a 
result of 


(i) an amalgamation of corporations each of 
which was related to the distributing 
corporation, 


(ii) an amalgamation of a predecessor corpo- 
ration of the distributing corporation and one 
or more corporations controlled by that prede- 
cessor corporation, 


(ili) a reorganization in which a dividend was 
received to which subsection (2) would, but 
for paragraph (3)(b), apply, or 


(iv) a disposition of property by 


(A) the distributing corporation, a corpora- 
tion controlled by it or a predecessor cor- 
poration of any such corporation to a cor- 
poration controlled by the distributing © 
corporation or a predecessor corporation of 
the distributing corporation, 


(B) a corporation controlled by the distrib- 
uting corporation or by a predecessor cor- 
poration of the distributing corporation to 
the distributing corporation or predecessor 
corporation, as the case may be, or 


(C) the distributing corporation, a corpora- 
tion controlled by it or a predecessor cor- 
poration of any such corporation for con- 
sideration that consists only of money or 
indebtedness that is not convertible into 
other property, or of any combination 
thereof, 
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(b) the dividend was received as part of a series 
of transactions or events in which 


(i) a person or partnership (referred to in this 
subparagraph as the “vendor’) disposed of 
property and 


(A) the property is 


(1) a share of the capital stock of a dis- 
tributing corporation that made a distri- 
bution as part of the series or of a trans- 
_ feree corporation in relation to the 
distributing corporation, or 


(II) property 10% or more of the fair 

market value of which was, at any time 

during the course of the series; derived 

from one or more ‘shares described in 
~ subclause (1), 


(B) the vendor was, at any time during the 
course of the series, a specified share- 
holder of the distributing corporation or of 
the transferee corporation, and 


(C), the. property. or any other property 
(other than property received by the trans- 
feree corporation on the distribution). ac- 
quired by any person or partnership in sub- 
stitution therefor’ was acquired (otherwise 
than on a permitted acquisition, permitted 
exchange or permitted redemption in rela- 
tion to the distribution) by a person (other 
than the vendor) who was not related to the 
vendor or, as part of the series, ceased to 
be related 10. the. vendor (Or by ad 
partnership, 


(ii) control of a distributing corporation that 
made a distribution as part of the series or of a 
transferee corporation in relation to the dis- 
tributing corporation. was, acquired (otherwise 
than as a result of a permitted acquisition, per- 
mitted exchange or permitted redemption in 
relation to the distribution) by any person or 
group of persons, or Rs 


(ii) in. contemplation of a distribution by a 
distributing corporation, a share of the capital 
stock of the, distributing corporation was ac- 
quired (otherwise than on a permitted acquisi- 
tion or permitted: exchange in relation to the 
distribution or on an amalgamation of 2 or 
more predecessor corporations of the distrib- 
uting corporation) by 


(A) a transferee corporation in relation to 
the distributing corporation or by a person 
or partnership with whom the transferee 
corporation did not deal at: arm’s, length 
from a person to. whom the acquiror. was 
not related or from a partnership, 


(B) a person or any member of a. group of 
persons who. acquired control. of the. dis- 
tributing corporation as part of the series, 
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(C) a particular partnership any interest in 
which is held, directly or indirectly 
through one or more partnerships, by a 
person referred to in clause (B), or 


(D) a person or partnership with whom a 


person referred to in clause (B) or a partic- © 


ular partnership referred to in clause (C) 
did not deal at arm’s length, 


(c) the dividend was received by a transferee cor- 
poration from a distributing corporation that, im- 
mediately after the reorganization in the course of 
which a distribution was made and the dividend 
was received, was not related to the transferee 
corporation and the total of all amounts each of 


which is the fair market value, at the time of ac- | 


quisition, of a-property that 


(i) was acquired, as part of the series of trans- 

actions or events that includes the receipt of 

the dividend, by a person (other than the 

transferee corporation) who was not related to 

the transferee corporation or, as part of the se- 

ries, ceased to be related to the transferee cor- 
_ poration or by.a partnership, otherwise than 


(A) as a result of a disposition in the ordi- 
nary course of business, 


(B) on a permitted acquisition in relation 
to a distribution, or 


(C) as a result of an amalgamation of 2 or 
more corporations that were related to each 
‘other immediately ‘before the amalgama- 
tion, and 


(ii) is a property (other than money, indebted- 
ness that is not convertible into other property, 
a share of the capital stock of, the transferee 
corporation and property more than 10% of 
the fair market value of which is attributable 
to one or more such shares) 


(A) that was received by the transferee 
corporation on the distribution, 


(B) more than 10% of the fair market value 
of which was, at any time after the distri- 
bution and before the end of the series, at- 
tributable to property. (other than money 
and indebtedness that is not convertible 
into other property) described in clause (A) 
or (C), or 


(C) to which, at any time during the course 
of the series, the fair market value of prop- 
erty described in clause (A) was-wholly or 
partly attributable 


is greater than 10% of the fair market value, at. 


the time of the distribution, of all the property 
(other than money and indebtedness that is not 
convertible into other property) received by. the 
transferee corporation on the distribution, or 


(d) the dividend was received by a distributing 
corporation that, immediately after the reorgani- 
zation in the course of which. a distribution was 
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made and the dividend was received, was not re- 
lated to the ‘transferee corporation that paid the 
dividend and the total of all amounts each of 
which is the fair market value, at the time of ac- 
quisition, of a property that 


(1) was acquired, as’ part of the series of trans- 
actions or'events that includes the receipt of 
the dividend, by a person (other than the dis- 
tributing corporation) who was not related to 
the distributing corporation or, as part of the 
series, ceased to be related to the distributing 
corporation’ or by a partnership, otherwise 
than 


(A) as a result of a apovition in the ordi- 
nary course of business, 


(B) on a permitted acquisition in relation 
to a distribution, or 


(C) as a result of an amalgamation of 2 or 
more corporations that were related to each 
other immediately before the amalgama- 
tion, and 


(ii) is a property (other than money, indebted- 
ness that is not convertible into. other property, 
a share of the capital stock of the distributing 
corporation and property more than 10% of 
the fair market value of which is attributable 
to one or more such shares) 


_ (A) that was owned by, the distributing cor- 

poration immediately before the distribu- 
tion and not disposed of by it on the 
distribution, 
(B) more than 10% of the fair market value 
of which was, at any time after the distri- 
bution and before the end of the series, at- 
tributable to property (other than money 
and indebtedness that is not convertible 
into other property) described in clause (A) 
or (C), or 


(C) to which, at any time during the course 
of the series, the fair market value of prop- 
erty described in clause (A) was wholly or 
partly attributable 


is greater than 10% of the fair market value at the 
time of the distribution, of.all the property (other 


than money ,and.indebtedness, that 1s not converti- 


ble. into. other. property) owned. immediately 
before that time by the distributing corporation 
and not disposed of by it’on the distribution. 


Related Provisions: 55(3.2) — Interpretation; 88(1)(c)(iv), 
88(1)(c.2) — Limitation: of cost base of, property on winding-up; 
256(7)—(9) — Whether control acquired. 


History: Cls. 55(3.1)(c)(i)(B), (C) and 55(3.1)(d)(@i)(B), (C) 
amended by 1998, c. 19, subsecs. 96(6) and (7), applicable to divi- 
dends received after April 26,1995 except that, with respect to ac- 
quisitions of property that occur before June 20, 1996 or under a 
written agreement made before June 20, 1996, 


cl. 55(3.1)(c)Gi)(B) shall be read as follows: 


(B) more than 10% of the fair market value of which 
was, at any time after the distribution and before the end 
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of the series, attributable to property (other than money 
and indebtedness that is not. convertible into other ERIPP- 
erty) described in clause (A), or 


and 
cl. 55(3.1)(d)Gi)(B) shall be read as follows: 


(B) more than 10% of the fair market value of which 
was, at any time after the distribution and before the end 
of the series, attributable to property (other than money 
and indebtedness that is not convertible into other prop- 
erty) described in clause (A), or 


. 55(3.1)(c)Gi)(B), (C) and 55(3.1)(d)Gi)(B), (C) formerly read: 


(B) more than 10% of the fair market value of which was, at 
any time after the distribution and before the end of the se- 
ries, attributable to property received by the transferee corpo- 
ration on the distribution, or 


(C) to which, at any time during the course of the series, more 
than. 10% of the fair market value of a property referred to 
clause (A) was attributable 


(B) more than 10% of the fair market value of which was, at 
any time after the distribution, attributable to property de- 
scribed in clause (A), or 


(C) to which, at any time during the course of the series, more 
than 10% of the fair market value of a property referred to in 
clause (A) was attributable 


Subsec. 55(3.1) amended by 1995, c. 3, subsec. 16(4), applicable to 


dividends received after February 21, 1994 other than dividends re- 


and 


ceived before 1995 in the course of a reorganization that was re- 
quired on February 22, 1994 to be carried out pursuant to a written 
agreement entered into before February 22, 1994, except that, in ap- 
plying the Act to dividends received before June 23, 1994, 


(a) para. 55(3.1)(b) shall be read as follows: 


(b) the dividend was received as part of a series of trans- 
actions or events in which 


(i) a person or partnership (referred to in this subpar- 
agraph as the “vendor”) disposed of property and 


(A) the property is 


(I) a share of the capital stock of a distribut- 
ing corporation that made a distribution as 
part of the series or of a transferee corpora- 
tion in relation to the distributing corpora- 
tion, or 


(II) property 10% or more of the fair market 
value of which was, at any time during the 
course of the series, derived from one or 
more shares described in subclause (1), 


(B) the property or any other property (other 
than property received by the transferee corpora- 
tion on the distribution) acquired by any person 
or partnership in substitution therefor was ac- 
quired (otherwise than on a permitted acquisi- 
tion, permitted exchange or permitted redemp- 
tion in relation to the distribution) by a person 
(other than the vendor) who was not related to 
the vendor or, as part of the series, ceased to be 
related to the vendor or by a partnership, and 


(C) either 


(I) control of the distributing corporation or 
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(il) the vendor was, at any time during the 
course of the series, a specified. shareholder 
of the distributing corporation or a transferee 
‘corporation in relation to the distributing 
‘corporation, or 


(ii) a share of the capital stock of a distributing cor- 
poration was acquired (otherwise than on a permitted 
acquisition or permitted exchange in relation to a dis- 
tribution by the distributing corporation or on an 
amalgamation of 2 or more predecessor corporations 
of the distributing corporation), in contemplation of a 
distribution by the distributing corporation, by 


(A) a transferee corporation in relation to the dis- 
tributing corporation, or by any person or part- 
nership with whom the transferee corporation 
did not deal at arm’s ‘length from a) person, to 
whom the acquiror was not related, 


(B) a person or any member of a group of per- 
sons who acquired control of the distributing 
corporation as part of the series, 


(C) a particular partnership any interest in which 
is held, directly or indirectly through one: or 
more partnerships, by a person referred to in 
clause (B), or 


(D) a person or partnership with whom a person 
referred to in clause (B) or a particular partner- 
ship referred to in clause (C) did not deal at 
arm’s length, or 


(b) the Act shall be read without reference to paras. 55(3.1)(c) 
and (d). 


Subsec. 55(3.1) formerly read: 


(3.1) Idem. — Notwithstanding subsection (3),:a dividend to 
which subsection (2) would, but for paragraph (3)(b), other- 
wise apply is not excluded from the application of subsection 
(2) where the dividend is received as part of a series of trans- 
actions or events in which 


(a) a person or partnership (in this subsection referred to 
as the “foreign vendor’) who, or any member of which, 
is resident-in a country other than Canada disposes of 
property that is 


(i) a share of the capital stock of the particular corpo- 
ration referred to in paragraph (3)(b) or of a trans- 
feree (within the meaning assigned by that para- 
graph) in relation to the particular.corporation that is 
taxable Canadian property of the foreign vendor or, 
where the foreign vendor is a partnership, would be 
taxable Canadian property of the foreign vendor if 
the foreign vendor were non-resident, or 


(ii) property the fair market value of which, at any 
time during the course of the series of transactions or 
events, is derived principally from one or more 
shares which, if owned by the foreign vendor, would 
be shares described in subparagraph (i); and 


(b) the property disposed of by. the foreign vendor or any 
other property acquired by any person or partnership in 
substitution for it is acquired by a person (other than the 
particular corporation) or partnership that, at any time 
during the course of the series of transactions or events, 
deals at arm’s length with the foreign, vendor. 


of a transferee corporation in relation to the 
distributing corporation was acquired (other- 
wise than as a result of a permitted acquisi- 
tion, permitted exchange or permitted re- 
demption in relation to the distribution) by 
any person or group of persons, or 


Subsec. 55(3.1) added by 1994, c. 21, s. 24, applicable to dividends 
received after May 4, 1993, other than a dividend received as part of 
a series of transactions or events in which a foreign vendor was 
obliged on May 4, 1993 to dispose of property described in para. 
55(3.1)(a), under a written agreement entered into cry ny oy 
1993. 
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1.T. Technical News: No. 3 (butterfly reorganizations). 


(3.2) Interpretation of para. (3.1)(b) — For the 
purpose of paragraph (3.1)(b), 


(a) in determining whether the vendor referred to 
in subparagraph (3.1)(b)(i) is at any time a speci- 
fied shareholder of a transferee corporation or of 
a distributing corporation, the references in the 
definition “specified shareholder’ in subsection 
248(1) to “taxpayer” shall be read as “person or 
partnership”; 


'(b) a corporation that is formed by the amalgama- 
tion of 2 or more corporations (each of which is 
referred to in this paragraph as a “predecessor 


corporation”’) shall be deemed to. be the same cor- | 


poration as, and a continuation of, each of the 
predecessor corporations; 


(c) subject to paragraph (d), each particular per- 
son who acquired a share of the capital stock of a 
distributing corporation in contemplation of a dis- 
tribution by the distributing corporation shail be 
deemed, in respect of that acquisition, not to be 
related to the person from whom the particular 
person acquired the share unless 


(1) the particular person acquired all the shares 
of the capital stock of the distributing corpora- 
tion that were owned, at any time during the 
course of the series of transactions or events 
that included the distribution and before the 
acquisition, by the other person, or 


(11) immediately after the reorganization in the 
course of which the distribution was made, the 
particular person was related to the distribut- 
ing corporation; 3 


(d) where a share is acquired by an individual 
from a personal trust in satisfaction of all or a 
part of the individual’s capital interest in the 
trust, the individual shall be deemed, in respect of 
that acquisition, to be related to the trust; 


(e) subject to paragraph (f), where at any time a 
share of the capital stock of a corporation is re- 
deemed or cancelled (otherwise than on an amal- 
gamation where the only consideration received 
or receivable for the share by the shareholder on 
the amalgamation is a share of the capital stock 
of the corporation formed by the amalgamation), 
the corporation shall be deemed to have acquired 
the share at that time; 


(f) where a share of the capital stock of a corpora- 
tion is redeemed, acquired or cancelled by the 
corporation pursuant to the exercise of a statutory 
right of dissent by the holder of the share, the 
corporation shall be deemed not to have acquired 
the share; 


(g) control of a corporation shall be deemed not 
to have been acquired by a person or group of 
persons where it is so acquired solely because of 


(i) the incorporation of the corporation, or 
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(ii) the acquisition by an individual of one or 
more shares for the sole purpose of qualifying 
as a director of the corporation; and 


(h) each corporation that is a shareholder and 
specified shareholder of a distributing corpora- 
tion at any time during the course of a series of 
transactions or events, a part of which includes a 
distribution made by the distributing corporation, 
is deemed to be a transferee corporation in rela- 
tion to the distributing corporation. 


Related Provisions: 88(1)(c)(iv), 88(1)(¢.2).— Winding-up; 
256(7)—(9) — Whether control acquired. 


History: Para. 55(3.2)(h) added by 1998, c. 19, subsec. 96(8), ap- 
plicable to dividends received after June 20, 1996 other than divi- 
dends received in the course of a reorganization that is carried out 
under a series of transactions or events substantially ‘advanced, as 
evidenced in writing, before June 21, 1996 or that was required on 
June 20, 1996 to be carried out under a written agreement made 
before June 21, 1996, and for the purpose of this application, a reor- 
ganization is deemed. not to be required to be carried out if the par- 
ties to that agreement can be relieved of that. requirement if there is 
a change to the Act. 


Subsec. 55(3.2) added by 1995, c. 3, subsec, 16(4), applicable to 
dividends received after February 21, 1994 other than dividends re- 
ceived before 1995 in the course of a reorganization that was re- 
quired on February 22, 1994 to be carried out pursuant to a written 
agreement entered into before February 22, 1994, except that, in ap- 
plying the Act to dividends received before June 23, 1994, the Act 
shall be read without reference to paras. 55(3.2)(c) and (e). 


(3.3) interpretation of “specified 
shareholder” changed—In determining 
whether a person is a specified shareholder of a cor- 
poration for the purposes of subparagraph (3.1)(b)() 
and paragraph (3.2)(h), the reference in the defini- 
tion “specified shareholder” in subsection 248(1) to 
“or of any other corporation that is related to the cor- 
poration” shall be read as “‘or of any other corpora- 
tion that is related to the corporation and that has a 
significant direct or indirect interest in any issued 
shares of the capital stock of the corporation’. 


History: Subsec. 55(3.3) added by 1998, c. 19, subsec. 96(9), ap- 
plicable to dividends received after 1996. 


(4) Avoidance of subsec. (2) — For the purposes 
of this section, where it can reasonably be consid- 
ered that one of the main purposes of one or more 
transactions or events was to cause 2 or more per- 
sons to be related to each other or to cause a corpora- 
tion to control another corporation, so that subsec- 
tion (2) would, but for this subsection, not apply to a 
dividend, those persons shall be deemed not to be re- 
lated, to each other or the corporation shall be 
deemed not to control the other corporation, as the 
case may be. 


Related Provisions: 55(5)(e) — Determination of “related” and 
“arm’s length”. 


History: Subsec. 55(4) amended by 1994, c. 3, subsec. 16(5), ap- 
plicable to dividends received after February 21, 1994, other than 
dividends received as part of a transaction or event or a series of 
transactions or events that was required on February 22, 1994 to be 
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carried out pursuant to a written agreement entered into before Feb- 
ruary 22, 1994. Subsec. 55(4) formerly read: 


(4) Arm’s length dealings — Where it may reasonably be 
considered that the principal purpose of one or more transac- 
tions or events was to cause two or more persons to be related 
or to not deal with each other at arm’s length, or to cause one 
corporation to contro] another corporation, so as to make sub- 
section (2) inapplicable, for the purposes of this section, those 
persons shall be deemed not to be related or shall be deemed 
to deal with each other at arm’s length, or the corporation 
shall be deemed not to control the other corporation, as the 
case may be. 


(5) Applicable rules — For the purposes of this 
section, 


(a) where a dividend referred to in subsection (2) 
was received by a corporation as part of a trans- 
action or event or a series of transactions or 
events, the portion of a capital gain attributable to 
any income expected to be earned or realized by 
a corporation after the safe-income determination 
time for the transaction, event or series is deemed 
to be a portion of a capital gain attributable to an- 
ything other than income; 


(b) the income earned or realized by a corpora- 
tion for a period throughout which it was resident 
in Canada and not a private corporation shall be 
deemed to be the total of 


(i) its income for the period otherwise deter- 
mined on the assumption that no amounts 
were deductible by the corporation by reason 
of section 37.1 of this Act. or paragraph 
20(1)(gg) of the Income Tax Act, chapter 148 
of the Revised Statutes of Canada, 1952, 


(ii) the amount, if any, by which 


(A) the amount, if any, by which the total 
of the capital gains of the corporation for 
the period exceeds the total of the taxable 
capital gains of the corporation for the 
period 

exceeds 


(B) the amount, if any, by which the total 
of the capital losses of the corporation for 
the period exceeds the total of the allowa- 
ble capital losses of the corporation for the 
period, and 


(iii) the total of all amounts each of which is | 
an amount in respect of a business carried on 

by the corporation at any time in the period, 

equal to the amount, if any, by which the total 

of . 


(A) where the period commenced before 
the corporation’s adjustment time, the 
amount, if any, by which 


(1) the total of the amounts in respect of 
the business required to be included in 
the calculation of the corporation’s cu- 
mulative eligible capital by reason of 
the description of E in the definition 
“cumulative eligible capital” in subsec- 
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tion 14(5) with respect to that portion 
- of the period preceding its. adjustment 
time 
exceeds the total of 
' (IL) the cumulative eligible capital of 
the corporation in respect of the busi- 
ness at the commencement of: the 
period, 


(IID '/: of the total of the eligible capital 
expenditures in respect of the business 
that were made or incurred by. the) cor- 
poration during that, portion of, the pe- 
riod preceding its adjustment time, and 


(IV) to the extent that the amount deter- 
mined under subclause (I) exceeds the 
total of the amounts determined under 
subclauses (II) and (ID), '/2 of the total 
of the eligible capital. expenditures in 
respect of the business that were made 
or incurred by the corporation. during 
that. portion. of the. period following its 
adjustment time, 


(B) '4 of the total of the amounts in respect 
of the business required to be included in 
the. calculation of the corporation’s cumu- 
lative eligible capital by reason. of the 
description of E in the definition “cumula- 
tive eligible capital’ in subsection 14(5) 
with respect to that portion of the period 
following its adjustment time, and 


(C) 4 of all amounts received in the period 

that were required to be included in the 
corporation’s income by reason of para- 
graph 12(1)a.1) 


exceeds the total of 


(D) where the period commenced after the 
corporation’s adjustment time, '/3 of the 
cumulative eligible capital of the corpora- 
tion in respect of the business at the com- 
mencement of the period, 


(E) '/4 of the total of the, eligible capital ex- 
penditures in respect of the business made 
or incurred by the corporation. with.respect 
to that portion of the period after its adjust- 
ment time and a portion of which were not 
included in subclause (A)(IV), 


(F) where the period commenced before 
the.corporation’s adjustment time, '/2 of the 
amount, if any, by which the. total of the 
amounts determined in respect of the cor- 
poration under subclauses (A)(II) and CID) 
exceeds the amount determined in respect 
of the corporation under subclause (A)(D, 
and 


(G) '4 of all amounts deducted by the cor- 
poration under subsection 20(4.2) in re- 
spect of debts established by it to have be- 
come bad debts during the period; 
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(c) the income earned or realized by a corporation 
for a period throughout which it was a private 
corporation is deemed to be its income for the pe- 
riod otherwise determined on the assumption that 
no amounts were deductible by the corporation 
under section 37.1 of this Act, as that section ap- 
plies for taxation years that ended before 1995, or 
paragraph 20(1)(gg) of the Income Tax Act, chap- 
ter 148 of the Revised Statutes of Canada, 1952; 


(d) the income earned or realized by a corpora- 
tion for a period ending at a time when it was a 
foreign affiliate of another corporation shall be 
deemed to be the total of the amount, if any, that 
would have been deductible by that other corpo- 
ration at that time by. virtue of paragraph 
113(1)(a) and the amount, if-any, that would have 
been deductible by that other corporation at that 
time by virtue of paragraph 113(1)(b) if that other 
corporation 


(i) owned all of the shares of the capital stock 
of the foreign affiliate immediately before that 
time, 


(ii) had disposed at that time of all of the 
shares referred to in subparagraph (i) for pro- 
ceeds of disposition equal to their fair market 
value at that time, and 


(iit) had made an election under subsection 
93(1) in respect of the full amount of the pro- 
ceeds of disposition referred to in subpara- 
graph (it); 
(e) in determining whether 2 or more persons are 
related to each other, in determining whether a 
person is at any time a specified shareholder of a 
corporation and in determining whether control 
of a corporation has been acquired by a person or 
group of persons, 


(1) a person shall be deemed. to be dealing 
with another person at arm’s length and not to 
be related to the other person if the person is 
the brother or sister of the other person, 


(ii) where at any time a person is related to 
each beneficiary (other than a registered char- 
ity) under a trust who is or may (otherwise 
than by reason of the death of another benefi- 
ciary under the trust) be entitled to share in 
the income or capital of the trust, the person 
and the trust shall be deemed to be related at 
that time to each other and, for this purpose, a 
person shall be deemed to be related to him- 
self, herself or itself, 


(iii) a trust and a person shall be deemed not 
to be related to each other unless they are 
deemed by paragraph (3.2)(d) or subparagraph 
(ii) to be related to each other or the person is 
a corporation that is controlled by the trust, 
and 


(iv) persons who are related to each other 
solely because of a right referred to in para- 


S. 55(5) 


graph 251(5)(b) shall be deemed not to be re- 
lated to each other; and 


(f) where a corporation has received a dividend 
any portion of which is a taxable dividend, 


(i) the corporation may designate in its return 
of income under this Part for the taxation year 
during which the dividend was received any 
portion of the taxable dividend to be a sepa- 
rate taxable dividend, and 


(i1) the amount, if any, by which the portion of 
the dividend that is a taxable dividend exceeds 
the portion designated ‘under subparagraph (i) 
shall be deemed to be a separate taxable 
dividend. 


Selected Cases [para. 55(5)(f)]: Nassau Walnut Investments 
Inc. V. R., [1998] 1 C.T.C. 33 (FCA) (Provision available to taxpay- 
ers assessed under subsection 55(2)); Administration Gilles Leclair 
Inc. v. R., [1997] 3.C.T.C. 3053. (TCC) (Taxpayer not precluded 
from late filing of designation for separate dividends); Placer Dome 
Inc. v. Canada, [1997] 1 C.T.C. 72 (FCA) (“Purpose” is subjective 
in nature; “result” is objective); CPL Holdings v. Canada, [1995] 1 
C.T.C. 447 (FCTD) (Provision not applicable where transactions 
not motivated by same considerations: and purpose was to improve 
legal protection); Trico Industries Ltd. v. Canada, [1994] 2 C.T.C. 
2053 (TCC) (Separate designation not permitted where not made at 
proper time). 


1.T. Technical News: No. 7 (subsection 55(2) — recent cases). 


Related Provisions: 141.1 — Insurance corporation deemed not 
to be private corporation; 256(7)-(9) — Whether control acquired. 


History: Paras. 55(5)(a) and (c) amended by 1998, c. 19, subsecs. 
96(10) and (11), para. 55(5)(a) applicable to dividends received af- 
ter June 20, 1996 and para. 55(5)(c) applicable to 1995 et seq. The 
paras. formerly read: 


(a) the portion of any capital gain attributable to any income 
that is expected to be earned or realized by a corporation after 
the time of receipt of the dividend referred to in subsection 
(2) shall, for greater certainty, be deemed to be a portion of 
the capital gain attributable to anything other than income; 


(c) the income earned or realized by a corporation for a pe- 
riod throughout which it was a private corporation shall be 
deemed to be its income for the period otherwise determined 
on the assumption that no amounts were deductible by the 
corporation by reason of section 37.1 of this Act or paragraph 
20(1)(gg) of the Income Tax Act, chapter 148 of the Revised 
Statutes of Canada, 1952; 


Para. 55(5)(e) amended by 1995, c. 3, subsec.. 16(6), applicable to 
dividends received after February 21, 1994, other than dividends re- 
ceived as part of a transaction or event or a series of transactions or 
events that was required on February 22, 1994 to be carried out pur- 
suant to a written agreement entered into before February 22, 1994. 
Para. (e) formerly read: 


(e) in determining whether two or more persons are dealing 
with each other at arm’s length, persons shall be deemed to 
be dealing with each other at arm’s length and not to be re- 
lated to each other if one is the brother or sister of the other; 
and 


Selected Cases [subsec. 55(5)]: Nassau Walnut Investments 
Inc. V. R., [1998] 1 C.T.C. 33 (FCA) (Provision available to taxpay- 
ers assessed under subsection 55(2)). 


1.T. Application Rules: 69 (meaning of “/Jncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 
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Pre-RSC History [s. 55]: Subpara. 55(5)(b)(ii) substituted by 
1988, c. 55, subsec. 33(2), applicable to 1988 et seg. Subpara. 
55(5)(b)(ii) formerly read: 


(ii) /2 of the amount, if any, by which the aggregate of the 
capital gains of the corporation for the period exceeds the ag- 
gregate of its capital losses for the period, and 


Subpara. 55(5)(b)(iii) substituted by 1988, c. 55, subsec. 33(3), ap- 
plicable after June 17,.1987, except that, with respect to amounts 
included in the calculation of a corporation’s income by reason of 
para. 12(1)(i.1) or subsec. 20(4,2) relating to an amount owing in 
respect of a disposition of property occurring in a taxation year of 
the corporation commencing before July 1988, cls. 55(5)(b)(iii)(C) 
and (G) shall be read without reference to the-expression “'/3 of”. 
Subpara. 55(5)(b)(iii). formerly read: 


' (iii) the aggregate of all amounts each of which is an amount 
in respect of a business carried on by the corporation at any 
time in the period, equal to the amount, if any, by which 


(A) the aggregate of the eligible capital amounts (within 
the meaning assigned by subsection 14(1)) in respect of 
the business that became payable to the corporation in the 
period 


exceeds the aggregate of 


.(B) the cumulative eligible capital of the corporation in 
respect of the business at the commencement of the pe- 
riod, and 


(C) '2 of the aggregate of the eligible capital expenditures 
in respect of the business that were made or incurred as 
the corporation in the period; 


Paras. 55(2)(a) and 55(3)(b) and subsec. 55(4) substituted by 1984, 
c. 45, subsecs. 15(1)-(3), applicable as to para. 55(2)(a) to 1985 et 
seq., as to para. 55(3)(b) with respect to transfers of property occur- 
ring after December 31, 1984 by a particular corporation referred to 
in para. 55(3)(b), or, where the particular corporation so elects at 
any time on or before the later of the day that is 90 days after this 
section comes into force and March 31, 1985, to transfers of prop- 
erty occurring after December 31, 1981, and as to subsec. 55(4) af- 
ter December 31, 1981. Para. 55(2)(a) substituted to delete “except 
for the purpose of computing the corporation’s cumulative deduc- 
tion account. (within the meaning assigned by paragraph 
125(6)(b)),” located after “shall”. Para. :55(3)(b): and subsec. 55(4) 
formerly read: 


(b) if the dividend was received in the course ofa series of 
transactions or events the principal purpose of which was to 
effect a reorganization in order to transfer, directly or indi- 
rectly, property of a particular corporation to one or more cor- 
porations (each of which is in this section referred to as a 
““transferee”) and in the course of the series of transactions or 
events (other than a series of transactions or events that com- 
menced before December 8, 1982) no person other than the 
transferee owned any of the shares of the particular corpora- 
tion that the transferee owned immediately before the series 
of transactions or events and, in respect of each type of prop- 
erty transferred by the particular corporation, the fair market 
value of the property so received by each transferee was 
equal to or approximated the proportion of the fair market 
value of all property of that type owned by the particular cor- 
poration immediately before the series of transactions or 
events that 


(i) the aggregate of the fair market value at that time of 
all shares of the capital stock of the particular corporation 
owned by the transferee at that time, 


is of 


(ii) the fair market value at that time of all the issued 
shares of the capital tone of the particular corporation at 
that time, ' 
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and, for the purposes ofthis paragraph, 


(iii) a series of transactions or events shall be deemed to 
include any related transactions or events completed in 
contemplation of the series, and 


(iv) where an individual owns shares of a igiautlce cor- 
poration immediately before a series of transactions or 
events, and transfers all such shares.to.a.corporation all 
the shares and rights to shares of which-are owned by the 
individual and no person other than the corporation 
owned any of the transferred shares from the time of the 
transfer until the time of the. completion.of the series, the 
corporation shall be deemed to. have owned the trans- 
ferred shares immediately before the series and the trans- 
ferred shares shall be deemed not to have been owned by 
the individual. 


(4) Arm’s length dealings — Where it may reasonably be 
considered that the principal purpose of one or more transac- 
tions or events was to cause two or more persons to not deal 
with each other-at, arm’s length so as to:make subsection (2) 
‘inapplicable, for the purposes of that subsection, those per- 
sons shall be deemed to deal with each other at arm’s length. 


All that portion of para. 55(3)(b) preceding subpara. (1) substituted 
by 1984, c..1, s: 22. That portion formerly read: 


(b) if the dividend was received in the course of a series of 
transactions or events the principal purpose of which was to 
effect a reorganization in order to transfer, directly or indi- 
rectly, property of a particular corporation. to one or more cor- 
porations (each of which is in this section referred to as a 
“‘transferee”) and in the course of the series of transactions or 
events no person other than the transferee owned any of the © 
shares of the particular corporation that the transferee owned 
immediately before the series of transactions or events and, in 
respect of each type of property transferred by the particular 
corporation, the fair market value thereof received by each 
transferee was equal to or approximated the proportion of the 
fair market value of all property of that type owned by the 
particular corporation immediately before the” series of trans- 
actions or events that 


All that portion of subsec: 55(2) eee para. (a) and para. 
55(3)(b) substituted by 1980-81-82-83, c. 140, subsecs. 25(1), (2), 
applicable, as to that portion of subsec. 55(2), with respect to divi- 
dends received after November 12, 1981, and, as to:para:55(3)(b), 
with respect to transfers of property occurring after June 28, 1982. 


‘That portion and para. 55(3)(b) formerly read: 


(2) Where a corporation resident in Canada has after April 21, 
1980 received a taxable dividend in respect of which it is en- 
titled to a deduction under subsection 112(1) or 138(6) as part 
of a transaction or event or a series of transactions or events 
(other than as part of a series of transactions or events that 
commenced before April 22, 1980), one of the purposes of 
which (or, in the case of a dividend under subsection 84(3), 
one of the results of which) was to effect a significant reduc- 
tion in the portion ofthe capital gain that, but for the divi- 
dend, would have been realized on a disposition, at fair market 
value of any share of capital stock immediately. before the 
dividend and that could reasonably be considered to be attrib- 
utable to anything other than income earned or realized by 
any corporation after 1971 and before the dividend was re- 
ceived, notwithstanding any other section! of this: Act, the 
amount of the dividend (other than, the portion thereof, if any, 
subject to tax under Part IV) - 


(b) if the dividend was received in the course of a series 
of transactions or events the principal purpose of which 
was to effect a reorganization in order to distribute prop- 
erty of a corporation to one or more corporations (each of 
which is in this section referred to as a “transferee”) and 
in respect of each type of property distributed by the cor- 
poration, the fair market value’ thereof received by each 
particular transferee was equal to or appfoximated the 
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proportion of the fair market value of all property of that 
type owned by the corporation immediately before’ the 
series of transactions or events that. 


(i) the aggregate of the fair:market tdlue at that't time 
of all shares of the capital stock of the corporation 
owned by the particular transferee or by a person, or 
persons that immediately after the series of transac- 
tions or events owned all of the issued shares of the 
capital stock of that particular transferee, 


is of 
(i1) the fair market value at that time of all the issued 
shares’ of the capital stock of the corporation; 


and, for the purposes of this paragraph, a series of transac- 
tions or events shall be deemed to include any related transac- 
tions or events completed in contemplation of the series. 


ee) renumbered as subsec. 55(1) and subsecs. 55(2)-(5) added by 
1980-81-82-83, c. 48, subsecs. 24(1), (2), applicable after April 21, 
1980. 


Definitions [s. 55]: “acquired” — 55(3.2)(e), (f), 256(7); ‘“‘ac- 
quiror” — 55(1)“permitted exchange’(b); “acquisition of con- 
trol” — 55(3.2)(g), 55(5)(e), 256(7), (8); “adjustment time” — 
14(5), 248(1); “allowable capital: loss” —:38(b),.248(1); 
“amount” — 248(1); “arm’s length” — 55(4), 55(5)(e), 251(1); 


“brother” — 252(2); “business” — 248(1); “Canada” — 255; “‘capi- 
tal gain”, “capital loss” — 39(1), 248(1); “capital property” — 54, 
248(1); “class of shares” — 248(6); “control” — 55(3.2)(g), 


55(5)(e), 256(7); “corporation” — 55(3.2)(b), 248(1), Interpretation 
Act 35(1); “cumulative eligible capital” — 14(5), 248(1); “disposi- 


tion” — 54; “distributing corporation” — 55(1) (under “distribu- 
tion”); “distribution” — 55(1); “dividend” —248(1); “dividend 
payer” — 55(3)(a)(iii)(A); “dividend recipient” —55(3); “eligible 


capital property” — 54, 248(1); “foreign vendor” — 55(3.1)(a); “in- 
come earned or realized...” — 55(5)(b), (c); “individual”, “non-resi- 
dent” — 248(1); “participant” — 55(1) [under “permitted ex- 
change”(b)]; “permitted acquisition”, “permitted exchange”, 
“permitted redemption” — 55(1); “person” — 248(1); “proceeds of 
disposition” — 55(3.01)(d); “property” — 248(1); “related” — 
55(3.2)(c), (d), 55(5)(e), 251(2); “resident in Canada” — 250; “safe- 
i inati ;. ‘series, of transactions” — 
248(10); “share”, “shareholder” — 248(1);..“sister”,— 252(2); 
“specified class” — 55(1); “specified shareholder” — 55(3.2)(a), 
55(3.3), 248(1); “subsidiary wholly-owned corporation” — 248(1); 
“taxable Canadian corporation” — 89(1), 248(1); “taxable Canadian 
property” — 115(1)(b), 248(1); “taxable capital gain’ — 38(a), 
248(1); “taxable dividend” — 89(1), 248(1); “taxpayer” — 248(1); 
“transferee” — 55(1)“distribution”;. “transferee corporation” — 
55(1)distribution”, 55(3.2)(h);, “trust” — 104(1), 248(1), (3); “un- 
related” —.55(3,01)(a). “vendor? — 55(3.1)(b)(1). 


Subdivision d — Other Sources 
of Income 


56. (1) Amounts to be included in income for 
year — Without restricting the generality of section 
3, there shall be included in computing the income of 
a taxpayer for a taxation year, 


(a) pension benefits, unemployment 
insurance benefits, etc. — any amount re- 
ceived by the taxpayer in the year as, on account 
or in lieu of payment of, or in satisfaction of, 


(i) a superannuation or pension benefit includ- 
ing, without limiting the generality of the 
foregoing, 
(A) the amount of any pension, supple- 
ment or spouse’s allowance under the Old 
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Age Security Act and the amount of any 
similar payment under a law of a province, 
(B) the amount of any benefit under the 
Canada Pension Plan or a provincial pen- 


sion plan as defined in section 3 of that 
Act, | . 


(C) the amount of any payment out of or 
under a prescribed siamo pension pu, 
and 


(C.1) the amount of any bot out of or 
under a foreign retirement arrangement es- 
tablished under the laws of a country, ex- 
cept to the extent that the amount would 
not, if the taxpayer were resident in the 
country, be subject to income taxation in 
the country, 


but not including 


‘(D) the portion of a benefit received out 6 
or under an employee benefit plan that is 
required by paragraph 6(1)(g) to be in- 
cluded in computing the taxpayer’s income 
for the year, or would be required to be so 
included if that paragraph were read with- 
out reference to subparagraph 6(1)(g)(1i), 


'(E) the portion of an amount received out 
of or under a retirement compensation ar- 
rangement that is required by paragraph 
(x) or (z) to be included in computing the 
taxpayer’s income for the year, and 


(F) a‘benefit received under section 71 of 
the Canada Pension Plan or under a simi- 
lar provision of a provincial pension plan 
as defined in section 3 of that Act, 


(11) a retiring allowance, other than an amount 
received out of or under an employee benefit 
plan, a retirement compensation arrangement 
or a salary deferral arrangement, 


(i), a death benefit, 


(iv) a benefit under the Unemployment Insur- 
ance Act, other than a payment relating to a 
course or program designed to facilitate. the 
re-entry into the labour force of a claimant 
under that Act, or a benefit under Part I, VUI 
or VUL1 of the Employment Insurance Act, 


(v) a benefit under regulations made under an 
appropriation Act providing for a scheme. of 
transitional assistance benefits to persons em- 
ployed in the production of products to which 
the. Canada-United States Agreement on Au- 
tomotive Products, signed on January 16, 
1965 applies, or 


(vi) except to the extent otherwise required to 
be included in computing the taxpayer’s in- 
come, a prescribed benefit under a govern- 
ment assistance program; 


(vil) [Repealed] 


Related Provisions: 56(8) — CPP/QPP benefits for previous 
years; 57 — Certain superannuation or pension benefits; 604) — 


S. 56(1)(a) 


Transfer of superannuation benefits; 60(j.01) — Transfer of surplus; 
60(j.03), (j.04) — Deduction for repayments of pension benefits; 


spousal RRSP; 60(n)(iii) — Deduction for repayment of pension or 
benefits; 60(v.1)—+ UI/EI benefit repayment; 60.2(1) — Refund of 
undeducted past: service AVCs; 78(4) — Unpaid remuneration and 
other amounts; 81(1)(d)-(g) — Certain pensions exempt from tax; 
104(27) — Testamentary trust — income included under subpara. 
56(1)(a)G); 104(28)— Death benefit flowed through trust; 
110(1)(f) — Deductions for payments; 110(1)() — Unemployment 
insurance benefit repayment; 118. Credit for, UI/EI premium 
and CPP contributions; 147.4(4) — Amount deemed received when 
converting pension rights before 1997 to annuity contract com- 
mencing after age 69; 153(1) — Withholding of tax at source; 
212(1)(h) — Pension payments to non-residents — withholding tax; 
212(1)G) — Benefits paid to non-residents — withholding tax; 
254 — Contract. under pension plan; Canada-U.S. tax treaty, Art. 
XVIII — Pensions and annuities; Art. XXIX:7 — exemption for 
half of old age security paid to citizen of U.S. resident in Canada. 


History: Cl. 56(1)(a)@)(F) added by 1998, c. 19, subsec. 9(1), ap- 
plicable to 1997 et seq., except that cl. 56(1)(a)(i)(F) does not apply 
to. benefits received before August 1997 by a taxpayer in respect of 
the death of an individual if the taxpayer is an estate that arose on or 
as a consequence of the death of the individual. 


Subpara. 56(1)(a)Gv) amended by 1998, c. 19, subsec. 97(1), 
deemed to have come into force on June 30, 1996. The subpara. 
toy read: 


(iv) a benefit under the Employment Insurance Act, other than 
a payment relating to the cost of a course or program de- 
signed to facilitate’ the re-entry into the. labour force of a 
claimant under that Act, 


Subpara. 56(1)(a)(iv) amended by 1996, c. 23, para. 187(d), to sub- 
stitute “Employment Insurance Act’ for “Unemployment Insurance 
Act’, in force June 30, 1996. 


Subpara. 56(1)(a)(vi) substituted for subparas..(vi), (vii), by 1994, c. 
21, subsec. 25(1), applicable to benefits received after October 
1991. Subparas. (vi) and (vii) formerly read: 


(vi) a benefit under the Labour Adjustment Benefits Act, or 


(vii) an income assistance payment made pursuant to an 
agreement under section 5 of the Department of Labour Act; 


Cl. 56(1)(a)G)(C.1) added by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 32(1), applicable to payments received after July 13, 1990. 


Subpara. 56(1)(a)(iv) substituted by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 32(2), applicable to 1988 et seg. Subpara. 56(1)(a)(iv) for- 
merly read: 


(iv) a benefit under the Unemployment Insurance Act, 


Subpara. 56(1)(a)(vii) added by 1994, c. 7, Sch. If (1991, c. 49), 
subsec. 32(3), applicable to payments received after September 14, 
1989. 


Pre-RSC History: Subparas.. 56(1)(a)(i), (ii) substituted by 1987, 
c, 46, subsec. 15(1), applicable after October 8, 1986, except that cl. 
56(1)(a)(i)(C) is applicable to 1987 et seq. Subparas. 56(1)(a)(i), (a1) 
formerly read: 


(i) a superannuation or pension benefit (other than the portion 
thereof received out of or under an employee benefit plan that 
is required by paragraph 6(1)(g) to be included in computing 
his income for the year, or would be required to be so in- 
cluded if that paragraph were read without reference to sub- 
paragraph (ii) thereof), including, without limiting the gener- 
ality of the foregoing, 


(A) the amount of any. pension, supplement or spouse’s 
allowance under the Old Age Security Act and the amount 
of any similar payment under a law of a province, and 


(B) the amount of any benefit under the Canada Pension 
Plan or a provincial pension plan as defined in section 3 
of that Act, 
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(ii) a retiring allowance, other than an amount received out of 
or under an employee benefit plan, 


All that portion of subpara. 56(1)(a)(i) preceding cl. (A) substituted 
by 1984, c. 1, s. 23, applicable to 1980 et seq: That portion formerly 
read: 


(i) a superannuation or pension benefit, (other than the por- 
tion thereof received out of or under an employee benefit plan 
that is required by paragraph 6(1)(g) to be included in com- 
puting his income for the year) including, without limiting the 
generality of the foregoing, 
All that portion of para. 56(1)(a) preceding subpara. (i) substituted, 
all that portion of subpara. 56(1)(a)G) following cl. (B) repealed, 
and subpara. 56(1)(a)(vi)_ substituted for subparas. (vi)—(vili) by 
1980-81-82-83, c. 140, subsecs. 26(1)—-(3), applicable, as to those 
portions, to 1982 et seqg., and as to subpara. 56(1)(a)(vi), with re- 
spect to 
(a) amounts received after 1981 as a benefit ae the Labour 
Adjustment Benefits Act, and 


(b) amounts received in. respect of any termination. of an office 
or employment after November 12, 1981, except see “Applica- 
tion to 1982 taxation year” below, 


Those portions and subparas. 56(1)(a)(vi)=(viii) formerly read: 
(a) any amount received in the year as, on account or in lieu 
of payment of, or in satisfaction of, ( 


[following cl. (B)] 
56(1)(a) but not including 
(C) the amount of any social assistance payment 
made on a means or a.needs test basis, 
(I) by a registered charity, or 


(II) under a prescribed program provided for by 
an Act of the Parliament of Canada or a law of a 
province, 


(vi) a benefit under any law of Canada providing for a 
scheme of adjustment assistance benefits to persons em- 
ployed in the production of textile and clothing goods, 


(vii) a benefit under any law of Canada providing for a.- 
scheme of adjustment assistance benefits to persons em- 
ployed in the leather tanning industry or in the production 
of leather footwear, or 

(vill) a termination payment; 


All that portion of subpara. 56(1)(a)(i) preceding cl. (A) and sub- 
para. 56(1)(a)(i) substituted by 1980-81-82-83, c. 48, subsecs. 
25(1), (2), applicable with respect to amounts received after 1979. 
That portion and subpara. 56(1)(i) formerly. read:, 


(1) a superannuation or-pension benefit, including, without 
limiting the generality of the foregoing, 


(ii) a retiring allowance, 


1980-81-82-83, c. 140, subsec. 26(8), provides that in its -abniegee 
to the 1982 taxation year, subpara. 56(1)(a)(vi) shall be read as 
follows: 


(vi) a benefit under 


(A) any law of Canada providing for adjustment assis- 
tance benefits to persons employed in 


(I) the production of textile and clothing. goods or 
leather footwear, or ~ 


(II) the leather tanning industry, or 
(B) the Labour Adjustment Benefits Act; 


Subpara. 56(1)(a)(viii) added by 1979, c. 5, subsec. 15(1), applica- 
ble in respect of amounts received in respect of a termination after 
November 16, 1978 of an office or employment: 
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“Registered charity” substituted for “registered Canadian charitable 
organization” by 1976-77, c. 4, s. 87 and Schedule II, applicable to 
1977. et seq. 


Cl. 56(1)(a)G)(A) gabesiartedl i 1974-75-76, c. 58, 0 12(1), 
applicable to~1975 et. seqg., im force’ October 1, 1975. Cl. 
56(1)(a)(i)(A) formerly read: 


(A) the amount of any pension or supplement under the Old 
Age Security Act and the amount of any similar: payment 
under a law of a province, and 


Subpara. 56(1)(a)(vii) added by 1974-75-76, c. 26, subsec. 27(1), 
applicable to 1974 et seq. 


Selected Cases [para. 56(1)(a)]: Schwartz v. Canada, [1996] 1 
C.T.C. 303 (SCC) (Retiring allowance not related to employment 
which never started);- Layton v. Canada, [1995] 2.:C.T.C. 2408 
(TCC) (Grant was not “income from a source”); Kaiser v. Canada, 
[1994] 2 C.T.C. 2385 (TCC) (Inherited IRA fund from U.S. taxable 
under clause 56(1)(a)(G)(C.1)); Williams v. Canada, [1992] 1 C.T.C. 
225 (SCC) (Benefits paid under Unemployment Insurance Act ex- 
empt from tax pursuant to Indian Act); Cewe, Jack, Ltd. v.. Jorgen- 
son, [1980] C.T.C. 314 (SCC) (Sum received in respect of dismissal 
not income); The Queen v. Herman, [1978] C.T.C. 442 (RCTD) 
(Amounts received as pension benefits from U.N. fund taxable as 
pension benefits); The Queen v. Atkins, [1976] C.T.C. 497 (FCA) 
(Sum received upon dismissal non-taxable damages). 


Regulations: 103(4), (6)(e) (withholding required for retiring al- | 


lowance); .200(2)(e) (information return); 5502 (prescribed benefits 
for 56(1)(a)(vi));:7800(1) (prescribed provincial pension plan). 
Interpretation Bulletins: [T-75R3: Scholarships, fellowships, 
bursaries, prizes, and research grants; IT-122R2: U.S. social secur- 
ity taxes.and benefits; IT-167R6; Registered pension plans — em- 
ployee’s contributions; IT-247: Employer’s contribution to pension- 
ers’ premiums under provincial medical and hospital services plans; 
IT-337R3: Retiring allowances; IT-365R2: Damages, settlements 
and similar receipts; IT-397R: Amounts excluded ftom income — 
statutory exemptions and certain service or RCMP pensions, al- 
lowances and compensation; IT-499R: Superannuation cr pension 
benefits; IT-508R: Death benefits; IT-528: Transfers of funds be- 
tween registered plans; IT-529: Flexible employee benefit 
programs. 

information Circulars: 79-8R3: Forms to use to directly transfer 
funds to or between plans, or to purchase an annuity. 

Advance Tax Ruling: ATR-12: Retiring allowance; ATR-21: 
Pension benefit from an unregistered pension plan. 

Forms: T4A(OAS) Supp: Statement of old age security; T4A(P): 
Statement of Canada Pension Plan benefits; T4U: Statement of un- 
employment insurance benefits paid. 


(a.l) Benefits under CPP/QPP — where the 
taxpayer is an estate that arose on or as a conse- 
quence of the death of an individual, each benefit 
received under section 71 of the Canada Pension 
Plan, or under a similar provision of a provincial 
pension plan as defined in section 3 of that Act, 
after July 1997 and in the year in respect of the 
death of. the individual; 
History: Para. 56(1)(a.1) added by 1998, c. 19, subsec. 9(2), appli- 
cable to 1997 et seq. 
(b) Support — the total of all amounts each of 
which is an amount determined by the formula 


A -(B+C) 
where 


A is the total of all amounts each of which is a 
support amount received after 1996 and 
before the end of the year by the taxpayer 


S. 56(1)(b) 


from a particular person where the taxpayer 
and the particular person were living separate 
and apart at the time the amount was received, 


Bis the total of all amounts each of which is a 
child support amount that became receivable 
by the taxpayer from the particular person 
under an agreement or order on or after its 
commencement day and before the end of the 
year in respect of a period that began on or 
after its commencement day, and. 


C is the total of all amounts each of which isa 
support amount received after 1996 by the 
taxpayer from’ the particular person and in- 
cluded in the taxpayer’s income for a preced- 
ing taxation year; 


Related Provisions: 56(12) — iene. must be discretionary; 
56.1 — Maintenance payments; 56.1(4) — Definitions of “com- 
mencement day”, “support amount” and “child support: amount”; 
60(b) — Deduction for alimony payments; 60(c)— Deduction for 
maintenance payments; 60(c.2) — Repayment of support payments; 
60.1 — Maintenance payments; 122.64(3) — Disclosure of name 
and address for enforcement of support payments; 146(1)“earned 
income” — RRSP — earned income includes amounts under 
56(1)(b); 212(1)(f) — Withholding tax on alimony or maintenance 
paid to non-resident before May 1997; 248(1)“exempt income” — 
Support amount is not exempt income; e974), (Direhxtended 
meaning of “spouse”, “former spouse” and “marriage”; Can- 
ada—U.S. tax treaty, Art. XVIII:6 — Child support payments ex- 
empt if paid by U.S. resident. 


History: The description of B in para. 56(1)(b) amended by 1998, 
c. 19, subsec. 97(2), applicable to amounts received after 1996. The 
description formerly read: 


Bis the total of all amounts each of which isa child support 
amount that became receivable by the taxpayer from the 
particular person under an agreement.or order on or after 
its commencement day and before the end of the year in 
respect of a period that began after its commencement 
day, and 


Para. 56(1)(b) amended by 1997, c. 25, subsec. 8(1), applicable to 
amounts received after 1996. Para. (b) formerly read: 


(b) alimony — an amount received by the taxpayer in the 
year as alimony or other allowance payable on a periodic ba- 
sis for the maintenance of the taxpayer, children of the tax- 
payer or both the taxpayer and the children if the taxpayer, 
' because of the breakdown of the taxpayer’s marriage, was 
living separate and apart from the spouse or former spouse 
“who was required to make the payment at the time the pay- 
ment was received and throughout the remainder of the year 
and the amount was received under a decree, order or judg- 
ment of a competent tribunal or under’a written agreement; 


Para. 56(1)(b) substituted for former paras. (b) and (c) by 1994, c. 7, 
Sch. VIII (1993, c. 24), subsec. 17(1), applicable to amounts -re- 
ceived under a decree, order or judgment of a competent tribunal or 
under a written agreement, with respect to a breakdown of a mar- 
riage occurring after 1992. Paras. (b) and (c) formerly read: 


(b) alimony — any amount received by the taxpayer in the 
year, pursuant to a decree, order or judgment of a competent 
tribunal or pursuant to a written agreement,.as alimony or 
other allowance payable on a periodic basis. for the mainte- 
nance of the recipient thereof, children of the, marriage, or 
both the recipient and children of the marriage, if the recipi- 
ent was living apart from, and was separated pursuant to a 
divorce, judicial separation or written separation agreement 
from, the spouse or former spouse required to make the pay- 
ment at the time the payment was received and throughout 
the remainder of the year; 
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(c) maintenance — any amount received by the taxpayer in 
the year, pursuant to an order of a competent tribunal, as an 
allowance payable on a periodic basis for the maintenance of 
the taxpayer, children of the taxpayer, or both the taxpayer 
and children of the taxpayer if, at the time the payment was 
received and throughout the remainder of the year, the tax- 

. payer was living apart from. the taxpayer's spouse who was 
required to make the payment; 


Pre-RSC History: Para. 56(1)(c) substituted by 1980-81-82-83, c. 
140, subsec. 26(4), applicable (a) in the case of an order made after 
December 11, 1979, after that date; and (by in any other case where 
the taxpayer and the person required to make the payment agree in 
writing at any time. in a taxation year, in the year and subsequent 
taxation years. Para. (c) formerly read: | 


(c) any, amount received by the taxpayer in the year, pursuant 
to an order of a competent tribunal, as an allowance payable 
on a periodic basis for the maintenance of the taxpayer, chil- 
dren of the taxpayer, or both the taxpayer and children of the 
taxpayer, if, at the time the payment ‘was received and 
throughout the remainder of the year, the taxpayer was living 
apart from the person required to make the payment and was 
either the spouse of that person or an individual described in 
paragraph 73(1)(d); 
Para. 56(1)(c) substituted by 1980-81-82-83, c. 48, subsec. 25(3), 
applicable with respect to payments made (a) in the case of an order 
made after December 11, 1979, after that date; and (b) in any other 
case where the payor and the taxpayer agree in writing at any time 
in a taxation year, in the year and subsequent taxation years. Para. 
(c) formerly read: 


(c) maintenance where recipient living apart from 
spouse — any amount received by the taxpayer in the year, 
pursuant to an order of a competent tribunal, as an allowance 
~ payable on a periodic basis for the maintenance of the recipi- 
ent thereof, children of the marriage, or both the recipient and 
children of the marriage, if the recipient was living apart from 
the spouse:required to make the payment at the time the pay- 
ment was received and throughout the remainder of the year; 


Selected Cases [para. 56(1)(b)]: Pelletier v. Canada, [1995] 1 
C.T.C. 2327 (TCC) (Replacement of periodic payments with lump 
sum by supplementary agreement resulted in non-taxability) ; 
Thibaudeau v. Canada, [1995] 1 C.T.C. 382 (SCC); reversing 
[1994] 2 C.T.C. 4 (FCA); reversing [1992] 2.C.T.C. 2497 (TCC) 
(Provision is not unconstitutional under subsection 15(1) of the 
Charter); Gagnon v. The Queen, [1986] 1 C.T.C. 410 (SCC) (Stated 
purposes of amounts not affecting nature of allowance paid to 
taxpayer); The Queen v. Sigglekow, [1985] 2 C.T.C.. 251 (FCTD) 
(Amount received included in taxpayer’s income despite divorce 
decree providing former husband to pay “tax-free” amount); The 
Queen y. Sills, [1985] 1 C.T.C. 49 (FCA); leave to appeal to SCC 
refused (1986), 68 NR 320 (note) (Sums payable on periodic basis 
remain allowances even if not paid on time). 


Interpretation Bulletins: IT-99R4: Legal and accounting fees; 
IT-118R3: Alimony and maintenance; IT-325R2: Property transfers 
after separation, divorce and annulment. 


Forms: T1157: Election for child support payments; T1158: Regis- 
tration of family support payments. 


(c) [Repealed] 


Related Provisions: 56(12) — Allowance must be discretionary; 
56.1 — Maintenance payments; 60(c) — Maintenance payments; 
60(c.2) — Repayment of support payments; 122.64(3) — Disclo- 
sure of name and address for enforcement of support payments; 
146(1)“earned income”(b) — RRSP — earned income includes 
amounts under 56(1)(c); Canada-U.S. tax treaty, Art. XVIII:6 — 
Child support payments exempt if paid by U.S. resident. 


History: Para. 56(1)(c) repealed by 1997, c. 25, subsec. 8(1), appli- 
cable to amounts received after 1996. Para, (c) formerly read: 


(c) maintenance — an amount received by the taxpayer in 
the year as an allowance payable on a periodic: basis for the 
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maintenance of the taxpayer, children of the taxpayer or both 
the taxpayer and the children if 


(i) at the time the amount was received and throughout 
the remainder of the year the taxpayer was living separate 
and apart from the person who was required to make the 
payment, 


(11) the person who was required to make the payment is 
the natural parent of a child of the taxpayer, and 


(i11) the amount was received under an order made by a 
competent tribunal in accordance with the laws of a 
province; 


Para: 56(1)(c):substituted for para. (c.1) by 1994, c..7, Sch. VUI 
(1993, c.. 24), subsec. 17(2), applicable to'amounts received under 
an order made after 1992. Para. (c.1) formerly read: 


(c.1) idem — any amount received by the taxpayer in the 
year, pursuant to an order made by a competent tribunal in 
accordance with the laws of a province, as an allowance pay- 
able on a periodic basis for the maintenance of the taxpayer, 
the children of the taxpayer or both the taxpayer and the chil- 
dren of the taxpayer if 


(i) the order was made 
(A) after February 10, 1988, or 


(B) before February 11, 1988 and the taxpayer and 
the person required to pay the amount jointly elected 
in writing before the end of the year to have this par- 
agraph and paragraph’ 60(c.1) apply with alii to 
all those amounts, 


(ii) at the time the amount was received and throughout 
the remainder of the year, the taxpayer was living apart 
from the person required to pay the amount, and 


__ (iii) the person required to pay the amount is-a person of 
the opposite sex who 


(A) before the date of this order cohabited with the 
taxpayer in a conjugal relationship, or 


(B) is the natural parent of a child of the taxpayer, 


Pre-RSC History: Para. 56(1)(c.1) substituted by 1988, c. 55, 
subsec. 34(1), applicable, 


(a) with respect to orders made under the laws. of Ontario, to 
1986 et seq., and 


(b) in any other case, to 1988 et Seq... 


except that with respect to amounts received pursuant to orders 
made after December 11, 1979: under the laws of Ontario, the refer- 
ences in subpara. (i) to “February 10, 1988” and. “February. 11, 
1988” shall be read.as.references to. “‘December 11,, 1979” and ““De- 
cember 12, 1979”, respectively. Para. 56(1)(c.1) formerly read: 


(c.l) idem — any amount received by the taxpayer in the 
year, pursuant to an order made in accordance with the laws 
of a province by a competent tribunal, as an allowance paya- 
ble on a periodic basis for the maintenance of the taxpayer, 
children of the taxpayer, or both the taxpayer and children of 
the taxpayer if, at the time the payment was. received and 
throughout the remainder of the year, the taxpayer was living 
apart from the person required to make the payment and was 
an individual within a prescribed class of persons described in 
the laws of the province. 


Para. 56(1)(c.1) added by 1980-81-82-83, c. 140, subsec. 26(4), ap- 
plicable (a) in the case of an order made after December 11, 1979, 
after that date; and (b) in any other case where the taxpayer and the 
person required to make the payment agree in writing at any time in 
a taxation year, in the year and subsequent taxation years. 


Selected Cases [para. 56(1)(c)]: The Queen y. Sigglekow, 
[1985] 2 C.T.C. 251 (FCTD) (Amount received included in tax- 
payer’s income despite divorce decree providing former husband to 
pay “tax-free” amount); James v. The Queen, [1985] 1-C.T.C. 239 
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(FCTD) (Maintenance payments included in:taxpayer’s income not- 
withstanding that payments made late and in smaller amounts). 


Interpretation Bulletins: IT-99R4:; Legal and-accounting fees; 
IT-118R3: Alimony and maintenance; IT-325R2: Property transfers 
after separation, divorce and annulment. 


(c.1) [Repealed] 
History: See under para. 56(1)(c). 


(c.2) reimbursement of support pay- 
ments — an amount received by the taxpayer in 
the year under a decree, order or judgment of a 
competent tribunal as a reimbursement. of an 
amount deducted under paragraph 60(b) or (c), or 
under paragraph 60(c.1) as it applies, in.comput- 
ing the taxpayer’s income for the year. or a pre- 
ceding taxation year to decrees, orders, and judg- 
ments made before 1993; 

Related Provisions: 60(c.2) — Repayment of support payments; 


146(1)“earned income”’(b) — Amount under 56(1)(c.2) included’ in 
RRSP earned income. 


History: Para. 56(1)(c.2) added by 1994, ¢.-7, Sch. VIIE (1993, c. 
24), subsec. 17(3), applicable to payments received after 1990. 


-(d) annuity payments — any amount received 
by the taxpayer in the year as an a Hake 
other than an amount 


(i) otherwise required to be included in com- 
puting the taxpayer’s income for the year, or 


(i1) with respect to an interest in an annuity 
contract to which subsection 12.2(1) applies 
(or would apply if the contract had an anniver- 
sary day in the year at a time when the tax- 
payer held the interest); 


Related Provisions: 56(1.1) — Definitions in 12.2(11) apply; 
58 — Government annuities and like annuities; 60(a) — Deduction 
of capital element; 153(1)(f) — Withholding:at source; 212(1)(0) — 
Withholding tax on annuity payment to non-resident. 


History: Subpara. 56(1)(d)(ii) substituted for subparas. (ii), (iii), by 
1994, c. 7, Sch. II (1991, c..49), subsec. 32(4), applicable to con- 
tracts last acquired after 1989. Subparas. 56(1)(d)(ii), (iii) formerly 
read: 


(11) with respect to an interest in an annuity contract to which 
subsection 12.2(1) applies or would apply if the interest had 
been last acquired after December 19, 1980 and before De- 
cember 2, 1982 (other than a contract to which subsection 
12.2(1) does not apply in the year by reason of subsection 
12.2(6) of the Income Tax Act, chapter 148. of the Revised 
Statutes of Canada, 1952), or 


(ii1) with respect to an interest in an annuity contract to which 
subsection 12.2(3) applies; 


Pre-RSC History: Subpara. 56(1)(d)(iii) substituted and (iv) re- 
pealed by 1990, c. 39, subsec. 11(1), applicable (by subsec. 11(6), 
as amended by 1991, c. 49, s. 253) with respect to contracts last 
acquired after 1989. Subparas. 56(1)(d)(iii) and (iv) formerly read: 


(ii1) with respect to an interest in an annuity contract to which 
subsection 12.2(3) applies or would apply if the contract had 
a third anniversary in the year, or 


(iv) with respect to an interest in an annuity contract to which 
subsection 12.2(4) applies; 
Para. 56(1)(d) substituted by 1980-8 1-82-83, c. 140, subsec. 26(4), 
applicable after December 1, 1982. Para. 56(1)(d) formerly read: 


(d) any amount received by the taxpayer in the year as an 
annuity payment except to the extent that the payment is oth- 


S. 56(1)(d.2) 


erwise required to be included in eomopetiNs his income for 
the year; 


Selected Cases [para. 56(1)(d)]: Thibault v. The Queen, [1975] 
C.T.C. 587 (FCTD) (Interest on monthly payments and indemnity 
amounts taxable income when ‘calculated on annuity basis). 


Interpretation Bulletins: [T-85R2: Health and welfare trusts for 
employees; IT-111R2: Annuities purchased from charitable organi- 
zations; IT-365R2: Damages, settlements and similar receipts. 


Advance Tax Ruling: ATR-40: Taxability of receipts under a 
structured settlement; ATR-50: Structured settlement; ATR- 68: 
Structured settlement. 


(d.1) [Repealed under former Act] 


Pre-RSC History: Para. 56(1)(d.1) repealed by 1990, c. 39, sub- 
sec. 11(2), applicable (by subsec. 11(6), as:amended by 1991, c¢,.49, 
s. 253) with respect to contracts last acquired after 1989. Para. 
S6(1)(d. 1) formerly read: 


(d. 1) idem — any amount paid i in | the year as an annuity pay- 
ment with ae age to 


ty an interest in an annuity contract (other than a contract 
to which subsection 12.2(3) does not apply in the year by 
virtue of subsection 12.2(7)) to which subsection 12.2(3) 
does not apply but would apply if the contract had a third 
anniversary in the year, or 


(ii) an interest in an annuity contract (other than a con- 
tract to which subsection 12.2(1) does not apply in the 
year by virtue of subsection 12.2(6)) to which subsection 
12.2(1) does not apply but would apply if the interest had 
been last acquired after December 19, 1980 and before 
December 2, 1982 


where such interest was held. by the taxpayer at the time of 
the payment, except to the extent that the aggregate of such 
amounts with respect to such an interest in a particular annu- 
ity contract exceeds the amount by which the accumulating 
fund at the end of the calendar year ending in the year, as 
determined in prescribed manner, with respect to the interest 
exceeds the aggregate of its adjusted cost basis at the end of — 
that calendar year and the amount at the end of that calendar 
year of unallocated income accrued in respect of the interest 
before 1982, as determined-in. prescribed manner; 


Para. 56(1)(d:1) added by 1980+81-82-83, c. 140, subsec. mae, ap- 
plicable after, December 1, 1982. 


(d.2) idem — any amount received out of or 
under, or as proceeds of disposition of, an annuity 
the payment for which was) — 


(i) deductible in computing the taxpayer’s in- 
come because of paragraph 60(1) or because 
of.subsection 146(5.5) of the Income. Tax Act, 
Chapter 148 of the Revised Statutes of Can- 
ada, 1952, 


(ii) made in circumstances to which subsec- 
tion 146(21) applied, or 


(iii) made pursuant to or under a deferred 
profit sharing plan by a trustee under the plan 
to purchase the annuity for a beneficiary 
under the plan; 


ft 


Related Provisions: 60.2(1) — Refund of undeducted past ser- 
vice, AVCs;,.147(2)(k)(vi) — Purchase. of annuity by DPSP; 
147(10.6) — Purchase of annuity by DPSP. before, 1997, 


History: Subpara. 56(1)(d.2)(iii) added by 1997, c. 25, subsec. 
8(2), applicable to 1996 et seq: 
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Para. 56(1)(d.2) substituted by 1994, c. 21, subsec. 25(2), applicable 
to 1992 et seq. Para. (d.2) formerly read: 


(d.2) idem — any amount received out of or under, or as pro- 
ceeds of disposition of, an annuity the payment for which was 
deductible in computing the taxpayer’s income by reason of 
paragraph 60(1) of this Act or subsection 146(5.5) of the In- 
come Tax Act, chapter 148 of the Revised Statutes of Canada, 
P92. 

Pre-RSC History: Para. 56(1)(d.2) substituted by 1984, c. 45, s. 

16, to add “or subsection 146(5.5)”, applicable to 1984 ef seq. 


Para. (d.2) added by 1980-81-82-83, c. 140, subsec. 26(4), applica- 
ble to 1982 et seq. 


1.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: [T-517R: Pension tax credit. 


(e) disposition of income-averaging 
annuity contract — any amount received by 
the taxpayer in the year as, on account or in lieu 
of payment of, or in satisfaction of, proceeds of 
the surrender, cancellation, redemption, sale or 
other disposition of an income-averaging annuity 
contract; 

Related Provisions: 153(1)(k) — Withholding of tax at source; 


Canada-U.S. tax treaty, Art. XVIII:3 — Pension income excludes 
payment from IAAC. 


Regulations: 208 (information return). 


(f) idem — any amount deemed by subsection 
61.1(1) to have been received by the taxpayer in 
the year as proceeds of the disposition of an in- 
come-averaging annuity contract; 


Related Provisions: 212(1)(n), 214(3)(b)— Non-resident with- 
holding tax. 


Pre-RSC History: Para. 56(1)(f) substituted by 1976-77, c. 4, 
subsec. 16(1), applicable after May 25, 1976, to substitute “61.1(1)” 
for “61(3)”. 


Regulations: 208 (information return). 


(g) supplementary unemployment benefit 
plan — amounts received by the taxpayer in the 
year from a trustee under a supplementary unem- 
ployment benefit plan as provided by section 
145; 
Related Provisions: 6(1)(a)(i) — Employer-paid premiums not a 
taxable benefit; 145(3) — Amounts received taxable; 146(1)“earned 


income’’(b) — Amount under 56(1)(g) included in RRSP earned in- 
come; 153(1)(e) — Withholding of tax at source. 


(h) registered retirement savings plan, 
etc. — amounts required by section 146 in re- 
spect of a registered retirement savings plan or a 
registered retirement income fund to be included 
in computing the taxpayer’s income for the year; 
Related Provisions: 60.2(1)— Refund of undeducted past ser- 


vice AVCs; 146(8) — Benefits taxable; 148(8:1) — Inter vivos 
transfer to spouse; 153(1)(j) — Withholding of tax at source. 


Pre-RSC History: Para 56(1)(h) substituted by 1979, c. 5, subsec. 
15(2), applicable after June 29, 1978. Para. 56(1)(h) formerly read: 


(h) registered retirement savings plan — amounts in re- 
spect of a registered retirement savings plan required by sec- 
tion 146 to be included in computing the taxpayer’s income 
for the year; 


Regulations: 214 (information return). 
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Advance Tax Ruling: ATR-37: Refund of premiums transferred 
to spouse. 


(h.1) home buyers’ plan — amounts required 
by section 146.01 to be included in computing 
the taxpayer’s income for the year; 


Related Provisions: 146.01(4), (5), (6) — Income inclusions. 


History: Para. 56(1)(h.1) added by 1994, c. 7, Sch. VII (1993, c. 
24), subsec. 17(4), applicable to 1992 et seq. 


(i) deferred profit sharing plan — amounts 
received by the taxpayer in the year under a de- 
ferred profit sharing plan as provided by section 
147; 
Related Provisions: 60(j.2) — Transfer to spousal RRSP; 
147(10) — Amounts received from DPSP- taxable; 153(1)(h) — 
Withholding of tax at source; 212(1)(m) — DPSP payments to non- 
residents. 
Selected Cases [para. 56(1)(i)]: The Queen v. Powell, [1980] 
C.T.C. 382:(FCTD) (Amount of increase in value from time of ac- 
quisition of shares in DPSP included in income). 


Interpretation Bulletins: IT-281R2: Elections on single pay- 
ments from a deferred profit-sharing plan. 


Advance Tax Ruling: ATR-31!: Funding -of divorce settlement 
amount from DPSP. 


(j) life insurance policy proceeds — any 
amount required by subsection 148(1) or (1.1) to 
be included in computing the taxpayer’s income 
for the year; 


Related Provisions: 148(9)“adjusted. cost basis’”C — increase in 
adjusted cost basis. 


Regulations: 217 (information return). 


Interpretation Bulletins: IT-87R2: Policyholders’ income from 
life insurance policies. 


Forms: T5 Segment; T5 Summ: Return of investment income; T5 


Supp: Statement of investment income. 


(k) [Repealed under former Act] 


Pre-RSC History: Para. 56(1)(j) substituted by 1979, c. 5, subsec. 
15(3), applicable to 1980 ef seq., to add “or (1.1)”. 


Para. 56(1)(j) substituted for paras. 56(1)Gj), (k) by 1977-78, c. 1, 
subsec. 23(1), applicable to 1978 ef seg. Paras. 56(1)(j), (k) for- 
merly read: 


(j) amounts that the taxpayer became entitled to receive in the 
year upon the disposition of an interest ina life insurance pol- 
icy, to the extent provided by section 148; 


(k) allocations under insurance policies — amounts allo- 
cated to the taxpayer in the year by an insurer as provided by 
paragraph 148(1)(b); 

(1) legal expenses [awarded] — amounts re- 
ceived by the taxpayer in the year as 


(i) legal costs awarded to the taxpayer by a 
court on an appeal in relation to an assessment 
of any tax, interest or penalties referred to in 
paragraph 60(0), 


(i1) reimbursement of costs incurred in rela- 
tion to a decision of the Canada Employment 
and Immigration Commission, the Canada 
Employment and Insurance Commission, a 
board of referees or an umpire under the Un- 
employment Insurance Act or.the Employment 
Insurance. Act, or 
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. (iil) reimbursement of costs incurred in_rela- 
tion to an. assessment. or.a decision under the 
Canada Pension Plan or.a provincial pension 
plan as defined in section 3 of that Act, 


if with respect to that assessment or decision, as 
the case may. be,.an amount has. been deducted or 
may. be deductible under paragraph ONO) t in com- 
puting the taxpayer’s income; 
Related Provisions: 60(0) — Expense of objection or appeal; 
152(1.2) — Rule applies to determination of LOSSES. as well as 
assessment. 
History: Subpara..56(1)(1)(1i) amended by, 1998, -c. 19; subsec. 
97(3), deemed to have-come into force on June 30, 1996, The sub- 
para. formerly read: 


(ii) reimbursement of costs incurred in relation to a Act traded 

of the Canada Employment Insurance Commission, a board 

of referees or an umpire under the Employment Insurance 

Act, or 
pabpata: 56(1)(1)Gi) amended by 1996, ¢. 23, para; 187(d); to sub- 
stitute “Employment Insurance Act” for “ eg) Geum Insurance 
Act’, in force June 30, 1996. 


Para. 56(1)(1) amended, by. 1996, .c.. 11, para: ar to, substitute 
“Canada Employment Insurance Commission” for “Canada Em- 
ployment and Immigration Commission”, in force July 12, 1996. 
Pre-RSC History: Subpara. 56(1)(1)(i) substituted, subpara. 
56(1)()Gii) added by 1980-81-82-83, c. 48, subsecs. 25(4), (5), ap- 
plicable to any award or reimbursement with respect to costs in- 
curred after December 11, 1979. Subpara. 56(1)(1)G) formerly read: 
(i) legal costs awarded to him by a court on an appeal in rela- 
tion to an assessment of tax, interest or penalties under this 
Act, or 
Para. 56(1)(1) substituted by 1976-77, c.4, subsec. 16(2), applicable 
in respect.of amounts described therein that are received: after May 
25, 1976. Para. 56(1)(1) formerly read: 


(1) amounts received by the taxpayer in. the year as legal costs 
awarded to him by a court on an appeal in relation to, 


(1) an assessment of tax, interest or penalties under this 
Act, or 


(11) a decision of the Unemployment Tienes Commis- 
sion, a board of referees or an umpire under the Unem- 
ployment Insurance Act, 1971, 


if with respect to that assessment or decision, as the case may 
be, an amount has been deducted or may be deductible under 
paragraph 60(0) in computing his income; 
Para. 56(1)(1) substituted by 1974-75-76, c..26, subsec: 27(2), appli- 
cable to 1975 et seg. Para. 56(1)(1) formerly. read: 
(1) amounts.received by the. taxpayer in the year as.legal costs 
awarded to him by a court on an appeal in relation to.an as- 
sessment of tax, interest or penalties under this Act, if with 
respect to that assessment an amount has. been deducted or 
may, be deductible under paragraph 60(0) in computing his 
income; 


interpretation Bulletins: IT-99R4: Legal and accounting fees. 


(1.1) idem — amounts received by the taxpayer 
in the year as an award or a reimbursement in re- 
spect of legal expenses (other than those relating 
to a division or settlement of property arising out 
of, or on a breakdown of, a marriage) paid to col- 
lect or establish a right to a retiring allowance or 
a benefit under a pension fund or plan (other than 
a benefit under the Canada Pension Plan or a 
provincial pension plan as defined. in section 3 of 
that Act) in respect of employment; 


S. 56(1)(n)(iii) 


Related Provisions: 60(0.1) — Deductions in computing in- 
come — legal expenses in respect of retiring allowances and pen- 
sion benefits. 
History: Para. 56(1)(1.1) amended by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 17(5), to substitute “an award or a reimbursement” for 
“an award or reimbursement” and “arising out of, or on a break- 
down of,,a marriage” for “arising from a marriage or,other conjugal 
relationship” and applicable after 1992. 
Pre-RSC History: Para. 56(1)(1.1) added. by 1990, c..39, subsec. 
11(3), applicable with respect to amounts received after 1985, other 
than amounts received as an award or reimbursement in respect of 
legal expenses paid before 1986. 

(m) [Repealed] 
Related Provisions: 60(n) — Deduction of overpayment of pen- 
sion or benefits; 63(3)“earned income’(b), 64(b)(ii) — Amount 
under 56(1)(m) is earned income for child care expenses and for 
part-time. attendant deduction; 153(1)(i) — Withholding, of tax at 
source; 248(1) — Extended meaning of “personal or living 
expenses’. 
History: Para. 56(1)(m). repealed by 1996, c. 23; s. 172, in force 
January 1, 1998. It formerly read: 


(m) training allowance — amounts received by the taxpayer 
in the year as or on account of a training allowance paid to 
the taxpayer under the National Training Act, except to the 
extent that they were paid to the taxpayer as or on account of 
an allowance for the taxpayer’s personal.or living expenses 
while the taxpayer was away from home; 


Pre-RSC History: Para. 56(1)(m) substituted by 1980-81-82-83, 
c. 109, subsec. 19(1), proclaimed in force August 2, 1982. Para. 
56(1)(m) formerly read: 


(m) adult training allowance — amounts received by the 
taxpayer in the year as or on account of an adult training al- 
lowance paid to him under the Adult Occupational Training 
Act, except to the extent that they were paid to him as or on 
~ account of an allowance for his personal or living expenses 
while he was living away from home; 
Regulations: 200(2)(c) (information return). 
Interpretation Bulletins: IT-75R3: Scholarships, fellowships, 
bursaries, prizes, and research grants; IT-337R3: Retiring 
allowances. 


(n) scholarships, bursaries, etc. — the 
amount, if any, by which 


(1) the total of all amounts (other than amounts 
described in paragraph (q), amounts received 
in the course of business, and amounts re- 
ceived in respect of, in the course of or by vir- 
tue of an office or employment) received by 
the taxpayer in the year, each of which is an 
amount received by the taxpayer as or on ac- 
count of a scholarship, fellowship or bursary, 
or a prize for achievement in a field of en- 
deavour ordinarily carried on by the taxpayer 
(other than a prescribed prize), 


exceeds the greater of $500 and the total of all 
amounts each of which is the lesser of 


(ii) the amount included under subparagraph 
(i) for the year in respect of a scholarship, fel- 
lowship, bursary or prize that is to be used by 
the taxpayer in the production of a literary, 
dramatic, musical or artistic work, and 


(iii) the total of all amounts each of which is 
an expense incurred by the. taxpayer in the 
year for the purpose of fulfilling the condi- 
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tions under which the amount described in 
subparagraph (ii) was received, other than 


(A) personal or living expenses of the tax- 
payer (except expenses in respect of travel, 
meals and lodging incurred by the taxpayer 
in the course of fulfilling those conditions 
and while absent from the taxpayer’s usual 
place of residence for the period to which 
the scholarship, fellowship, bursary or 
prize, as the case may be, relates), 


(B) expenses for which the taxpayer was 
reimbursed, and 


(C) expenses that are otherwise deductible 

in computing the taxpayer’s income; 
Related Provisions: 56(1)(p) — Amounts to be included in in- 
come — refund of scholarships, bursaries and research grants; 
60(q) — Refund of income payments; 62(1) — Moving expenses; 
63(3)“earned income’(b), 64(b)(ii) — Amount under 56(1)(n) is 
earned income for child care expenses and for part-time attendant 
deduction; 115(2)(a)-(b.1), 115(2)(e)Gi) — Non-resident’s taxable 
income earned in Canada; 248(1)— Extended meaning of “‘per- 
sonal or ‘living expenses” Canada-U.S. tax treaty, Art. XX — 
Students. 


History: That portion of para. 56(1)(n) following subpara. (i) sub- 
stituted by 1994, c. 7, Sch. II (1991, c. 49); subsec. 32(5), applicable 
to 1987 et seq. That portion formerly read: 
exceeds 
(ii) $500; 

Pre-RSC History: Subpara. 56(1)(n)(i) substituted by 1987, c. 46, 
subsec. 15(2), to add “(other than a prescribed prize)”, applicable to 
1983 et seg. except that, in respect of amounts received before May 
24, 1985, subpara. 56(1)(n)() shall be read without reference to the 
words “amounts received in the course of business, and amounts 
received in respect of, in the course of or by virtue of an office or 
employment”. 


Subpara. 56(1)(n)(i) substituted by 1986, c. 6, subsec. 28(1), appli- 
cable with respect to amounts received after May 23, 1985, to add 
“amounts received in the course of business, and amounts received 
in respect of, in the course of or by virtue of an office or 
employment”. 

Subpara. 56(1)(n)() substituted by 1979, c. 5, subsec. 15(4), appli- 
cable in respect of amounts received after 1978, to add “(other than 
amounts described in paragraph (q))”. 


Selected Cases [para. 56(1)(n)]: Foulds v. R., [1997] 2 C.T.C. 
2660 (TCC) (Prize for outstanding achievement in music not 
taxable); Cai v. Canada, [1996] 3 C.T.C. 2724 (TCC) (Taxpayer’s 
presence in Canada was more than just as student); The Queen v. 
Savage, [1983] C.T.C. 393 (SCC) (Award received by employee for 
passing self-improvement course was a “prize” for achievement); 
McLaughlin v. MNR, [1978] C.T.C, 602 (FCTD). (Prize for achieve- 
ment not taxable when taxpayer not competing for award); The 
Queen v. Amyot, [1976] C.T,C. 352 (FCTD) (Grant used primarily 
to advance career of taxpayer is taxable). 


Regulations: 200(2)(a) (information return); 7700 (prescribed 
prize). 


Interpretation Bulletins: IT-75R3: Scholarships, fellowships, 
bursaries, prizes and research grants; IT-178R3: Moving expenses; 
IT-257R: Canada Council grants; IT-340R: Scholarships, fellow- 
ships, bursaries and research grants — forgivable loans, repayable 
awards, etc.; IT-515R2: Education tax credit; IT-516R2: Tuition tax 
credit. 


(o) research grants — the amount, if any, by 


which any grant received by the taxpayer in the 
year to enable the taxpayer to carry on research 
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or any similar work exceeds the total of expenses 
incurred by the taxpayer in the year for the pur- 
pose of carrying on the work, other than 


(i) personal or living expenses of the taxpayer 
except travel expenses (including the entire 
amount expended for meals and lodging) in- 
curred by the taxpayer while away from home 
in the course of carrying on the work, 


(i1) expenses in respect of which the taxpayer 
has been reimbursed, or 


(iii) expenses that are otherwise deductible in 

computing the taxpayer’s income for the year; 
Related Provisions: 60(q) — Refund of income payments; 
62(1) — Moving expenses; 63(3)“earned income’’(b), 64(b)(ii) — 
Amount under 56(1)(0) is earned income for child care expenses 
and for part-time attendant deduction; 115(2)(b.1), 115(2)(e)Gi) — 
Non-resident’s taxable income earned in Canada; 146(1)“earned in- 
come”(b) — Amount under 56(1)(o) is earned income for RRSP; 
248(1) — Extended meaning of “personal or living expenses”; Can- 
ada-U.S. tax treaty, Art. XX — Students. 


Regulations: 200(2)(b) (information return). 


Interpretation Bulletins: IT-75R3: Scholarships, fellowships, 
bursaries, prizes and research grants; IT-178R3: Moving expenses; 
IT-257R: Canada Council grants; IT-340R: Scholarships, fellow- 
ships, bursaries, business and research grants — forgivable loans 
and repayable awards, etc. 


(p) refund of scholarships, bursaries and 
research grants — amounts as described in 
paragraph 60(q) received by the taxpayer in the 
year from an individual; 


Related Provisions: 56(1)(n) — Scholarships, bursaries, etc.; 
60(q) — Refund of income payments. 


Interpretation Bulletins: IT-340R: Scholarships, fellowships, 
bursaries, and research grants — forgivable loans and repayable 
awards. 


(q) education savings plan payments — 
amounts in respect of a registered education sav- 
ings plan required by section 146.1 to be included 
in computing the taxpayer’s income for the year; 
Related Provisions: 146.1(7) — Amounts to be included in ben- 
eficiary’s income; 212(1)(r) — RESP payments to non-residents. 


Interpretation Bulletins: IT-75R3: Scholarships, fellowships, 
bursaries, prizes and research grants. 


(r) financial assistance — amounts received 
in the year by the taxpayer as 


(i) earnings supplements provided under a 
project sponsored by a government or govern- 
ment agency in Canada to encourage individu- 
als to obtain or keep employment, 


(i1) financial assistance under a program es- 
tablished by the Canada Employment Insur- 
ance Commission under Part II of the Employ- 
ment Insurance Act, or 


(iii) financial assistance under a program. that 
is ) 
(A) established by a government or gov- 


ernment agency in Canada or by an 
organization, 
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(B) similar to a program established under 
Part Il of that Act, and 


(C) the subject of an agreement between 
the government, government agency or or- 
ganization and the Canada Employment 
Insurance Commission because of section 
63 of that Act; 


Related Provisions: 56(1)(u) — Inclusion’ of social assistance 
payments generally (subject to offsetting deduction); 60(n)(ii1) — 
“Deduction for amounts repaid”; 63(3)“earned income”(b) — 
Amount under 56(1)(r) is earned income for child care expenses; 
153(1)(s) — Withholding of tax at source. 

History: Para. 56(1)(r) added by 1998, c.. 19, subsec. 97(4), appli- 
cable to 1993 et seq., except that, in its application before July 
1996, para. 56(1)(r) shall be read without reference to subparas. (ii) 
and (iii). 


Pre-RSC History: Former para. 56(1)(r) repealed by 1986, c. 6, 
subsec. 28(2), applicable to 1986 et seg. Para: 56(1)(r) formerly 
read: 


(r) payments from registered home ownership savings 
plan — amounts in respect of a registered home ownership 
savings plan required by section 146:2 to be included in com- 
puting the taxpayer’s income for. the year; 


Paras. 56(1)(p), (q) and former para. (r) added by 1974-75-76, c. 26, 
subsec. 27(3), paras. 56(1)(p) and (r) applicable to 1974 et seq., 
para. 56(1)(q) applicable to 1972. et seq. 


(s) grants under prescribed programs — 
the amount of any grant received in the year 
under a prescribed program of the Government of 
Canada relating to home insulation or energy 
conversion by 


(i) the taxpayer, other than a married taxpayer 
who resided with the taxpayer’s spouse at the 
time the grant was received and whose in- 
come for the year is less than the taxpayer’s 
spouse’s income for the year, or 


(ii) the spouse of the taxpayer with whom the 
taxpayer resided at the time the grant was re- 
ceived, if the spouse’s income for the year is 
less than the taxpayer’s income for the year 


to the extent that the amount is not required by 
paragraph 12(1)(u) to be included in computing 
the taxpayer’s or the taxpayer’s spouse’s income 
for the year or a subsequent year; 


Related Provisions: 56(9) — Definition of “income for the 
year”; 13(7.1)(b.1) — Deemed capital cost of. certain: property; 
252(4) — Extended meaning of “‘spouse”’. 


Pre-RSC History: Para. 56(1)(s) substituted by 1980-81-82-83, c. 
48, subsec. 25(6), applicable to 1981 et seq. Para. 56(1)(s) formerly 
read: 


(s) the amount of any grant received in the year under a pre- 
scribed program of the Government of Canada relating. to 
home insulation by 


(i). the. taxpayer, other than a married taxpayer who re- 
sided with his spouse at the time the grant was received 
and whose income for the year is less than the income for 
the year of his spouse, or 


(ii) the spouse of the taxpayer with whom he resided at 
the time the grant was received, if the spouse’s income 
for the year is less than the income for the year of the 
taxpayer; and 


S. 56(1)(u) 


Para. 56(1)(s) added by 1977-78, c. 1, subsec. 23(2), applicable to 
1977 et seq. 


Regulations: 224 (information oor) 5500, 5501 (prescribed 
program). 


Forms: T4 NEP: Statement of National Energy Program payments. 


(t) registered retirement income fund — 
amounts in respect of a registered retirement in- 
come fund required by section 146.3 to be in- 
cluded in computing the taxpayer’s income for 
the year; 

Related Provisions: 60.2(1) — Refund. of undeducted past ser- 


vice AVCs; 146.3(5) — Benefits taxable; 153(1)(1) — Withholding 
of tax at source; 212(1)(q) — RRIF payments to non-residents. 


Pre-RSC History: Para. 56(1)(t) added by 1977-78, c. 32, s. 11. 
Regulations: 215 (information return). 


Forms: T2205: Calculation of amounts from a spousal RRSP or 
RRIF to be included in income. 


(u) social assistance payments — a social 
assistance payment made on the basis of a means, 
needs or income test and received in the year'by 


(i) the taxpayer, other than a married taxpayer 
who resided with the taxpayer’s spouse at the 
time the payment was received and whose in- 
come for the year is less than the spouse’s in- 
come for the year, or 


(11) the taxpayer’s spouse, if the taxpayer re- 
sided with the spouse at the time the payment 
was received and if the spouse’s income for 
the year is less than the taxpayer’s income for 
the year, 


except to the extent that the payment is otherwise 
required to be included in computing ‘the income 
for a taxation year of the taxpayer or the tax- 
payer’s spouse; 


Related Provisions: 56(1)(r) — Inclusion of social assistance 
payments intended to supplement employment income (with no off- 
setting deduction); 56(9) — Definition of “income for. the -year”; 
81(1)(h) — Exemption for payments to foster care givers; 
110(1)(f) — Deduction for payments; 252(4) — Extended meaning 
of “spouse”. 

History: The closing words of para. 56(1)(u) amended by 1998, c. 


19, subsec. 97(5), applicable to 1993 et seg. The closing words for- 
merly read: 


except to the extent that the payment is otherwise required to 
be included in computing the income for a taxation year from 
a business or property of ‘the sspgenent or the taxpayer’s 
spouse; 


Para. 56(1)(u) substituted by 1994, c. 7, Sch. Il (1991, c. 49), sub- 
sec. 32(6), applicable to 1982 et seg. Para. 56(1)(11) formerly read: 


(u) social assistance payments — a social assistance pay- 
ment made in the year 


(i) on the basis of a means, needs or income test, and 


(ii) in respect of the taxpayer or of a person who, at the 
time of the payment, is related to the taxpayer or is a per- 
son in respect of whom any individual was entitled to re- 
ceive a family allowance payment under the Family Al- 
lowances Act 


and received by 


(iii) the taxpayer, other than a married taxpayer who re- 
sides with the taxpayer’s spouse at the time of the pay- 
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ment and. whose income for the year is less than the 
spouse’s income for the year, or 


(iv) the taxpayer’sspouse with whom the taxpayer. re-. 
sides at the time of the payment if the spouse’s income 
for the year is less than the taxpayer’s income. for the 
year; , 
Pre-RSC History: Para. 56(1)(u) substituted by 1988, c. 55, sub- 
sec. 34(2), applicable to 1982 ef seg. Para. 56(1)(u) formerly read: 
(u) social assistance payments — a social assistance pay- 
ment made on the basis of a means, needs or income test re- 
ceived in the year by 
(i) the taxpayer, other ‘than a married taxpayer who -re- 
sided with his spouse at the time the payment was re- 
ceived and whose income for the year is less than his 
spouse’s income, or, 


(ii) the spouse of the taxpayer with whom he resided at 
the time the payment was received if the spouse’s income. 
for the year is less than the taxpayer’s income for the 
year; } 
Para; 56(1)(u) added by: 1980-8 1-82-83, c. 140, subsec. 26(5), appli- 
cable to 1982 et seq. 
Regulations: 233 (information return). 


Forms: T5007 Summ: Summary of benefits, T5007 Supp: State- 
ment of benefits. 
(vy) workers’ compensation — compensation 
received under an. employees’ or workers’ com- 
pensation law of Canada or a-province in respect 
of an injury, a disability or death; 
Related Provisions: 110(1)(f) — Deductions for payments. 
History: Para. 56(1)(v). substituted by 1994, c..7, Sch. HI (1992, c. 


1), s. 13, applicable from February 28, 1992. Para. (v) formerly 
read: 


(v) workmen’s compensation — compensation received 
under an employee’s or workmen’s compensation law of 
Canada or a ld sas in respect of an injury, disability’ or 
death; 
Pre-RSC History: Para. 56(1)(v) added by 1980-81-82-83, c. 140, 
subsec. 26(5), applicable to 1982 et seq. 


Regulations: 232 (information return): 

Interpretation Bulletins: IT-202R2: pesceclaed or workers’ 

compensation. 

Forms: T5007 Summ: Summary of benefits; T5007 Supp: State- 

ment of benefits. 
(w) salary deferral arrangement — the total 
of all amounts each of which is an amount re- 
ceived by the taxpayer as a benefit (other than an 
amount received by or from a trust governed by a 
salary deferral arrangement) in the year out of or 
under a salary deferral arrangement in respect of 
a person other than the taxpayer except to the ex- 
tent that the amount, or another amount that may 
reasonably be considered to relate thereto, has 


been included in computing. the income of that | 


other person for the year or for any preceding 
taxation year; 
Related Provisions: 6(1)() — Inclusions — salary deferral ar- 
rangement payments; 6(11) — Salary deferral arrangement. 
Pre-RSC History: Para: 56(1)(w) added by 1986, c. 55, s. 9, 
applicable to 1986 et seq. 
(x) retirement compensation arrange- 
ment — any amount, including. a return of con- 
tributions, received in the year by the taxpayer or 
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another person, other than an amount required to 
be included in that other person’s income for a 
taxation year under paragraph 12(1)(n.3), out of 
or under a retirement compensation alrangement 
_ that,.can reasonably be considered to have been 
‘received i in respect of an office or employment of 
the taxpayer; 
Related Provisions: 56(11) — Viesonitiog of property by: F RCA 
trust; 60(j.1) — Transfer of retiring allowances; 60(t) — Deduc- 
tions — amount included under 56(1)(x); 149(1)(q.1) —RCA 
trust — exempt, from Part I tax; 107.2 — Distribution by RCA to 
beneficiary; 153(1)(q) — Withholding of tax at source; 160.3 — Li- 
ability in respect of amounts received out of or under RCA trust; 
207.6(7) — Transfer from RCA to another RCA; 212(1)G) —Non- 
resident withholding tax. 
Interpretation Bulletins: IT-499R: Superannuation or pension 
benefits. 
Forms: T4A-RCA Summ: Return for an RCA; T4A-RCA Supp: 
Statement of amounts paid out of, under or in conjunction with an 
RCA. 


(y) idem — any amount received or that became 
receivable in the year by the taxpayer as proceeds 
from the disposition of af interest in a retirement 
compensation arrangement; 

Related Provisions: 60(u) — Deductions — amount included 


under 56(1)(y); 153(1)(r) — Withholding of tax at source; 
214(3)(b.1) — Non-resident withholding tax — deemed payments. 


Forms: T4A-RCA Summ: Return for an RCA; T4A-RCA Supp: 
Statement of amounts paid out of, under or in conjunction with an 
RCA, 


(z) idem — the total of all amounts, including a 
return of contributions, each of which is an 
amount received in the year by the taxpayer out 
of or under a retirement compensation arrange- 
ment that can reasonably be considered to have 
been received in respect of an: office or employ- 
ment of a person other than the taxpayer, except 
to the extent that the amount was required 


(i) under paragraph 12(1)(n.3) to be included 
in computing the taxpayer’s income for a tax- 
ation year, or 


(i1) under paragraph (x) or subsection 70(2) to 
be included in computing ‘the income for the 
year of a person resident in Canada other than 
the taxpayer; and. 
Related Provisions: 56(11) — Disposition of property by F RCA 
trust; 60(t)-— Deductions — amount included under 56(1)(z); 
153(1)(q) — Withholding of tax, at source; .212(1)(4) —Non-resi- 
dent withholding tax. 


Pre-RSC History: Paras. 56(1)(x), (y), (z) added by 1987, c. 46, 
subsec.. 15(3), applicable after October 8, 1986. 


Interpretation Bulletins: IT-499R: Superannuation or pefsion 
benefits. 


(aa) [benefit from registered national arts 

_service organization] — the value of benefits 
received or enjoyed by any person in the year in 
respect of workshops, seminars, training pro- 
grams and similar development programs be- 
cause of the taxpayer’s membership in.a regis- 
tered national arts service organization: 
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Related Provisions: service 


organizations. 


History: Para. 56(1)(aa) added by 1994,.c. oh Sch. II (1991, c.49), 
subsec. 32(7), applicable after July 13,1990. 


Interpretation Bulletins [subsec. 56(1)]: IT- 307R3: Spousal 
registered retirement savings plans; IT- SO5RZ. _ Damages, settle- 
ments and similar receipts. ai 


Forms [subsec. 56(1)]: T4A-RCA Summ: Return for an RCA; 
T4A-RCA Supp: Statement of amounts paid out of, under or in con- 
junction with an RCA, 


(1.1) Application of subsec. 12. Pout) — The 
definitions in subsection 12.2(11) apply to paragraph 


(1)(d). 


149.1(6.4) — National | arts 


Origin of subsec. 56(1. 4): Ruste, 1985, c. 1.(Sth, Supp.) (for- — 


merly contained in the opening words of subsec. 12.2(11)). 


(2) Indirect payments — A payment or transfer of 


property made pursuant. to the direction of, or with | 


the concurrence of, a taxpayer to. some,other person 


for the benefit of the taxpayer or as a benefit that the © 


taxpayer desired to have conferred on the’ other per- 


son (other than by an assignment of any portion of a_ 


retirement pension pursuant to section 65.1 of the 
Canada Pension Plan or a.comparable:provision of a 
provincial pension plan as defined in section 3 of 
that Act or of a prescribed provincial pension plan) 
shall be included in computing the taxpayer’s in- 
come to the extent that it would be if the payment or 
transfer had been made to the taxpayer. © 

Related Provisions:  74.1-74.5 — Attribution ~ rules; 
80.04(5.1) — No benefit conferred where debtor transfers property 
to eligible transferee under 80.04; 135(4)“payment’’(c) — Patronage 
dividend payments; 212(2), 214(3)(a) — Non-resident eae 
tax; 246 — Benefit conferred on a person. 


Pre-RSC History: Subsec. 56(2) substituted by 1987, c. 46, sub- | 


sec. 15(4), to add “(other than by an assignment of any portion of a 
retirement pension pursuant to section 64.1 of the Canada Pension 
Plan or a comparable provision of a provincial pension plan as de- 


fined in section 3 of that Act or of a prescribed. provincial. pension | 


plan)”, applicable to 1987 et seq. 


Selected Cases [subsec. 56(2)]: Newman v. MNR, (May 21, 
1998) (SCC); rev’g [1996] 3 C.T.C. 270 (FCA) (Dividend payment 
not subject to provision; entitlement relates to capital, not effort ex- 
pended by shareholder); Minet Inc. v. Canada, [1996)°3 C.T.C. 
2108 (TCC) (Part XHI tax wrongly assessed against.Canadian tax- 
payer instead of non-resident); Ascot Enterprises v. Canada, [1996] 
1 C.T.C. 384 (FCA) (Desire to confer benefit is critical to applica- 
tion of provision); McClurg v. MNR, [1991])1-C.T-:C. 169 (SCC) 
(Dividends to wife on separate: class of shares not included in tax- 
payer’s income); Century 21 Ramos Realty Inc. et al. v. The Queen 
(sub nom. Ramos vy. The Queen), [1987] 1°C.T:C. 340 (Ont. CA); 
leave to appeal to SCC refused (1987),.44, DLR (4th), vii (note) 
(Conviction for tax evasion; benefit from transactions attributed to 
taxpayer when ultimate remuneration earned by’ taxpayer through 
corporation); Boardman et.al. v..The Queen, [1986] 1 C.T.C. 103 
(FCTD); appealed to FCA (Dec. 20, 1985), File A-1015-85 (Trans- 
fer of houses; net fair market value included in transferor’s income); 
The Queen v. Hoffman, {1985] 2 C.T.C. 347 (FCTD) (Amounts 
withheld from income received by U.S. citizen working in Canada 
and forwarded to U.S. government included in income); Champ v. 
The Queen, [1983] C.T.C. 1 (FCTD) (Indirect benefit from payment 
of dividends included ‘in income); Barbeau v. The Queen, |1981] 
C.T.C..496 (FCTD) (Commissions in lieu of salary paid to holding 
company were income from employment); Fraser Companies Ltd. 
v. The Queen, [1981] C.T.C. 61 (FCTD) (Proceeds of sale received 
from U.S. subsidiary loaned interest-free from Canadian parent to 
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subsidiary exempted from Canadian income. tax constitute loan, not 
transfer of interest income); Murphy v. The Queen, [1980] C.T.C. 
386 (FCTD) (Income distributed to wife attributed to taxpayer e€XeC- 
utor and beneficiary of father’s estate); McClain Industries of 
Canada Inc: v. The Queen, [1978] C.T.C. 511 (FCTD) (Taxpayer 
taxable on portion of commission assigned to third party); Perrault 
v. The. Queen, [1978] C.T.C. 395 (FCA) (Renunciation of dividends 
taxable benefit when extinguishing shareholder debt); Nelson v. The 
Queen, [1974] C.T.C. 360 (FCA) (Dividends not indirect payment 
when issued shares held in trust for members of partnership in equal 
shares or when agreement calling for equal equity shareholdings); 
The Queen v. Quinn, [1973] C.T.C. 258 (FCTD) (Interest on sums 
in scholarship trust fund not received by taxpayer or beneficiary son 
not, included in taxpayer's income); Campeau yv. MNR, [1970] 
C.T.C..306 (Exch) (Amounts paid by operating companies when 
management companies not providing services taxable in hands of 
shareholder-employees), 


Regulations: 7800(1) (prescribed provincial pension plan). 


Interpretation Bulletins: IT-75R3: Scholarships, fellowships, 
bursaries, prizes, and research grants; IT-335R: Indirect payments; 
IT-362R: Patronage dividends; IT-385R2: Disposition of an income 
interest in a trust; IT-415R2: Deregistration of registered retirement 
savings plans; IT-432R; Benefits conferred on shareholders. 


Advance Tax Ruling: ATR-3: Winding-up of an estate; ATR-14: 
Non-arm’s length interest charges; ATR-15: Employee stock option 
plan; ATR-17: Employee: benefit plan — purchase of company 
shares; ATR-22R: Estate freeze using share exchange; ATR-27: Ex- 
change and acquisition of interests in capital properties through rol- 
lovers and winding-up (“butterfly”); ATR-29: Amalgamation of so- 


cial clubs; ATR-35: Partitioning of assets to get specific ownership 


(“butterfly”); ATR-36; Estate freeze. 


(3) [Repealed under former Act] 


Pre-RSC History: Subsec. 56(3) repealed by 1988, c.. 55, subsec. 

34(3), applicable with respect to transactions entered into on or after 

September 13, 1988, other than 
(a) transactions that are part of.a series of transactions, deter- 
mined without reference to subsection 248(10), commencing 
before September 13, 1988, and completed before 1989; or 
(b) any one or more transactions, one of which was entered into 
before April 13, 1988, that were entered into by a taxpayer in 
the course of an arrangement and in respect of which the tax- 
payer received from the Department of National Revenue, 
before April 13, 1988, a confirmation or opinion in writing with 
respect to the tax consequences thereof. 


Subsec. 56(3) formerly read: 


(3) Undistributed payments or profits — For the purposes 
of this Part, a payment or transfer in a taxation year of prop- 
erty made to the taxpayer or some other person for the benefit 
of the taxpayer and other persons jointly or a profit made by 
the taxpayer and other persons jointly in a taxation year shall 
be deemed to have been received by the taxpayer in the year 
to the extent of his interest therein notwithstanding that there 
was_ no distribution or division thereof in that year. 


(4) Transfer of rights to income — Where a tax- 
payer has, at any time before the end of a taxation 
year, transferred or assigned to a person with whom 
the taxpayer was not dealing at arm’s length the right 
to an amount (other than any portion of a retirement 
pension assigned by the taxpayer under section 65.1 
of the Canada Pension Plan or a comparable provi- 
sion of a provincial pension plan as defined in sec- 
tion 3 of that Act) that would, if the right had not 
been so transferred or assigned, be included in com- 
puting the taxpayer’s income for the taxation year, 
the part of the amount that relates to the period in the 
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year throughout which the taxpayer is resident in 
Canada shall be included in computing the tax- 
payer’s income for the year unless the income is 
from property and the taxpayer has also transferred 
or assigned: the property. 


Related Provisions: 82(2) — Dividends deemed received by tax- 
payer; 212(12) re ees non- pia withholding tax where income 
attributed. 


History: Subsec. 56(4) substituted SH 1994, c..21, subsec. 25(3), 
applicable to 1992 et seg. That subsec. formerly read: 


(4) Transfer of rights to income — Where a taxpayer has, at 

any time before the end of:a taxation year (whether before or 
after the end of 1971), transferred or: assigned to a person 
with whom the taxpayer: was not dealing at arm’s length the 
right to an amount (other than any portion of a retirement 
pension assigned: by the taxpayer pursuant to section.65.1,of 
the Canada Pension Plan or a comparable provision of a pro- 
vincial pension plan as defined in section 3 of that Act or of a 
prescribed provincial pension plan) that would, if the right 
thereto had not been so transferred or assigned, be included in 
computing the taxpayer’s income for the taxation year be- 
cause the amount would have been received or receivable by 
the taxpayer in or in respect of the year, the amount shall be 
included in computing the taxpayer’s income for the year un- 
less the income: is from property and the tapayer. has also 
transferred. or assigned the property. 


Pre-RSC History: Subsec. 56(4) substituted by 1987, c. 46, sub- 
sec. 15(5), to add “(other than any portion of a retirement pension 
assigned by the taxpayer pursuant to section 64.1 of the Canada 
Pension Plan or a comparable provision of a provincial pension 
plan as defined in section 3 of that Act or of a prescribed provincial 
peseeoe plan)” and to substitute “the taxpayer’s lee for the 
year” for “the taxpayer’s income for the taxation’ year’, applicable 
to 1987 et seq. 


Selected Cases [subsec. 56(4)]: De Groote v. The Queen, 
[1984] C-T.C. 687 (FCTD) (Dividends assigned by shareholder to 
company included in company’s income); Fraser Companies Ltd. v. 
The Queen, {1981] C.T.C. 61 (FCTD) (Proceeds of “sale received 
from U.S. subsidiary loaned interest-free from Canadian parent to 
subsidiary exempted from Canadian, income tax constitute loan, not 
transfer of interest income); The Queen y. Campbell, [1980] C,T.C. 
319 (SCC) (Taxpayer not assigning own money when assigning 
fees to company under arrangement in which fees belong to 
company); The Queen v. Canadian-American Loan and Investment 
Corp. Ltd., [1974] C.T.C. 101 (FCTD) (Income taxable in tax- 
payer's hands when profits income from business rather than 
property); The Queen v. Guay, [1973] C.T:C: 148 (FCTD) (Bonus 
payments held to be taxable income for taxpayer dealing personally 
with company). 

Regulations: 7800(1) (prescribed provincial pension plan). 


Interpretation Bulletins: IT-440R2: Transfer of rights to income; 
IT-499R: Superannuation or pension benefits. 


(4.1) Interest ee or Tow interest loans — 
Where 


(a) a particular individual (other than a trust) or a 
trust in which the particular individual is benefi- 
cially interested has, directly or indirectly by 
means of a trust or by any means whatever, re- 
ceived'a loan from or become indebted to 


(i) another individual (in this subsection re- 
ferred to as the “creditor’) who 


(A) does not-deal at arm’s length; with the 
particular individual, and 


(B) is not a trust, or 
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- (ii) a trust (in this subsection referred to’as the 
“creditor trust’) to which another individual 
(in this subsection referred to as the “original 
transferor”) who 


(A) does not deal at arm’s length with the 
particular individual, 


(B) was resident in Canada at any time in 
the period during which the loan or indebt- 
edness is outstanding, and 


(C) is not a ‘trust, 


has, directly or indirectly by means of a trust 
or by any means whatever, transferred prop- 
erty, and 


(b) it can reasonably be considered that one of the 
main reasons for making the loan or incurring the 

indebtedness was to reduce or apse tax zntd caus- 
ing income from 


(i) the. loaned property, 


(a1) property that the loan or indebtedness ena- 
bled or assisted the particular individual, or 
the trust in which the particular individual is 
beneficially interested, to acquire, or 


_ (iii) property substituted for property referred 
to in subparagraph (i) or (ii) 


to be included in the income of. the particular” 
individual, 


the following rules apply: 


(c) any income of the particular individual for a 
taxation year from the property referred to in par- 
agraph (b) that relates to the period or periods in 
the. year throughout which the creditor or the 
creditor trust, as the case may be, was resident in 
Canada and the particular individual was not 
dealing at arm’s length with the creditor or the 
original transferor, as the case may be, shall be 
deemed, 


(i) where subparagraph (a)(i) applies, to be 48 
come of the creditor for that year and not of 
the particular individual except to Wie extent 
that 


(A) section 74.1 applies or would, oak for 
subsection 74.5(3), apply, or . 


(B) subsection 75(2) applies 
to that income, and } 
(ii) where subparagraph (a)(ii) applies, to be 
income of the creditor trust for that year and 
not of the particular individual except to the 
extent that 

(A) subparagraph (i) applies, 

(B) section 74.1 applies or would, but for 

subsection 74.5(3), apply, or 


(C) subsection 75(2) applies (otherwise 
than because of paragraph (d)) 


to that income; and 
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(d) where subsection 75(2) applies to any of the 
property referred to in paragraph (b) and subpara- 
graph (c)(ii) applies to income from the property, 
subsection 75(2) applies after subparagraph 
(c)(ii) is applied. 
Related Provisions: 56(4.2) — Loans for value; 56(4.3) — Re- 
payment of existing indebtedness; 74.4(2) — Transfers and loan to 
corporation; 82(2)-—-‘Dividends deemed received by taxpayer; 
96(1.8) — Transfer or loan of partnership interest; 212(12)— No 
non-resident withholding tax where income attributed; 248(5) — 
Substituted property; 248(25)— Meaning of “beneficially 
interested”’. i 
History: Subpara. 56(4.1)(b)(ii) substituted by 1994, c. 21, subsec. 
25(4), applicable to income relating to periods that begin after De- 
cember 21, 1992. That subpara. formerly read: 


(ii) property that the loan or indebtedness aot assisted 
the particular individual to acquire, or 


That portion of para. 56(4.1)(a) preceding subpara. (i niidided by 
1994, c. 7, Sch. VII (1993, c. 24), subsec. 17(6), to delete “(within 
the meaning assigned by subsection 74.5(10))” from, after ““‘benefi- 
cially interested”, applicable after 1990. 


Subsec. 56(4.1) substituted by 1994, c. 7, Sch. II (199.1, c..49), sub- 
sec. 32(8), applicable with respect to income relating to periods 
commencing after 1990. Subsec. 56(4.1) formerly read: 


(4.1) Interest free or low interest loans — Where an indi- 
vidual has lent property, directly or indirectly by means of a 
trust or by any means whatever, to another individual with 
whom the individual was not dealing at arm’s length and it 
may reasonably be considered that one of the main reasons 
for the loan was to reduce or avoid tax by causing income 
from the property. or property substituted therefor to. be. in- 
cluded in the income of the other individual, any,income for a 
taxation year from. the property or from property substituted 
therefor that relates, to the period or periods of. the year 
throughout which the individual was resident in Canada and 
was not dealing at arm’s length with the other individual, 
shall be deemed to be income of the individual and not of the 
other individual except to the extent that section 74.1 is'other- 
wise applicable. 


Pre-RSC History: Subsec. 56(4.1) added by 1988, . 55; subsec. 
34(4), applicable with respect to loans that are outstanding after 
1988 except that, in the case of a loan outstanding on January 1, 
1989 the subsec. does not apply to income relating to any period 
ending before 1989. 


Interpretation Bulletins: IT-511R: Interspousal and certain other 
transfers and loans of property. 


(4.2) Exception — Notwithstanding any other pro- 
vision of this Act, subsection (4.1) does not apply to 
any income derived in a particular taxation year 
where 


(a) interest was charged on the loan or indebted- 
ness at a rate equal to or greater than the lesser of 


(i) the prescribed rate of interest in effect at 
the time the loan was made or the indebted- 
ness arose, and 


(ii) the rate that would, having regard to all 
the circumstances, have been agreed on, at the 
time the loan was made or the indebtedness 
arose, between parties dealing with each other 
at arm’s length; 


(b) the amount of interest that was payable in re- 
spect of the particular year in respect of the loan 


S. 56(4.3) 


or indebtedness was paid not later than 30 days 
after the end of the particular year; and 


(c) the amount of interest that was payable in re- 
spect of each taxation year preceding the particu- 
lar year in respect of the loan or indebtedness was 
paid not later than 30 days after the end of each 
of those preceding taxation years. 


History: Subsec. 56(4.2) substituted by 1994, c. 7, Sch. I1.(1991, c. 
49), subsec. 32(8), applicable with respect to income relating to pe- 
riods commencing after 1990. Subsec. 56(4.2) formerly read: 


(4.2) Where subsec. (4.1) does not apply — Notwith- 
standing any other provision of this Act, subsection (4.1) does 
not apply to any income derived in a particular taxation year 
from lent property or from ‘property substituted therefor if 


(a) interest was charged on the loan at a rate equal to or 
greater than the lesser of 


(i) the prescribed rate that was in effect at the time 
the loan was made, and 


(ii) the rate that would, having regard to all circum- 
stances, have been agreed on, at the time the loan 
was made, between parties dealing with each other at 
arm’s length; 


(b) the amount of interest that was payable in respect of 
the particular year in respect of the loan was paid not 
later than 30 days after the end of the particular year; and 


(c) the amount of interest that was payable in respect of 
each taxation year preceding the particular year in respect 
of the loan was paid not later than 30 days after the end 
of each such taxation year.’ 


| Pre-RSC History: Subpara. 56(4.2)(a)(i) amended by 1990, c. 39, 


subsec. 11(4), to substitute “prescribed rate” for “rate prescribed for 
the purposes of subsection 161(1)”, applicable with respect to inter- 
est to be calculated in respect of periods that are after September 
1989, 


Subsec. 56(4:2) added by 1988; c. 55, subsec. 34(4), applicable with 
respect to loans that are outstanding after 1988. 


Regulations: 4301(c) (prescribed rate of interest). 


interpretation Bulletins: IT-511R: Interspousal and certain other 
transfers and loans of property. 


(4.3) Repayment of existing indebtedness — 
For the purposes of subsection (4.1), where at any 
time a particular property is used to repay, in whole 
or in part, a loan or indebtedness that enabled or as- 
sisted an individual to acquire another property, 
there shall be included in computing the income 
from the particular property that proportion of the in- 
come or loss, as the case may be, derived after that 
time from the other property or from property substi- 
tuted therefor that the amount so repaid is of the cost 
to the individual of the other property, but for greater 
certainty nothing in this subsection shall affect the 
application of subsection (4.1) to any income or loss 
derived from the other property or from property 
substituted therefor. 


Related Provisions: 248(5) — Substituted property. 


| History: Subsec, 56(4.3) substituted by 1994, c. 7, Sch. II (1991, c. 


49), subsec, 32(8), applicable to income relating to periods com- 
mencing after 1990. Subsec. 56(4.3) formerly read: 


(4.3) Repayment of existing indebtedness — For the pur- 
poses of subsection (4.1), where at any time an individual has 
lent property (in this subsection referred to as the “lent prop- 
erty”) either directly or indirectly, by means of a trust or by 
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any other means whatever, to a person, and the lent property 
or property substituted therefor is used 


(a) to repay, in whole or in part, borrowed money with 
which other property was acquired, or 


(b) to reduce an amount payable for other property, 


there shall.be included in computing the income from the lent 
property, or from property substituted therefor, that is so 
used, that proportion of the income or loss, as the case may 
be, derived after that time from the other property or from 
property substituted therefor that the fair market value at that 
time of the lent property, or property substituted therefor, that 
is so used is of the cost to that person of the other property at 
the time of its acquisition, but for greater certainty nothing in 
this subsection shall affect the application of subsection (4.1) 
to any income or loss derived from the other property or from 
property substituted therefor. 


spect of the person for each such month shall be deemed 
to have been received by the individual; and 


(b) an allowance. referred to in that subsection is paid in 
respect of a person for a particular month of a taxation 
year and no amount in respect of the allowance would, 
but for this paragraph, be included in computing the in- 
come for the year of any individual, the individual to - 
whom the allowance is paid shall be.deemed to have:sup- 
ported the person in the particular month. 


Para. 56(7)(a) substituted by 1994, c. 7, Sch. Hf (1991, c. 49), sub- 
sec. 32(9), applicable to 1988 et seg. Para. 56(7)(a) formerly read: 


(a) an amount is allowed under subsection 118(1) by reason 
of paragraph 118(1)(b) in computing an individual’s tax pay-. 
able under this Part for a taxation year in respect of a person, 
the individual shall be deemed to be the only individual to 
have supported the person in each month of the year; and 


Pre-RSC History: Subsec. 56(4.3) added by 1988, c. 55, subsec. | Pre-RSC History: Subsecs. 56(5) to (7) substituted and (8) re- 
34(4), applicable with respect to loans that are outstanding after | pealed by 1988, c. 55, subsec. 34(5), einen to 1988 et seq. Sub- 
1988. secs. 56(5) to (8) formerly read: 


Interpretation Bulletins: IT-511R: Interspousal and certain other 
transfers and loans of property. 


(5)-(7) [Repealed] 


History: Subsecs. 56(5) to (7) repealed by 1994, c. 7, Sch. VII 
(1992, c. 48), subsec. 1(1), applicable to 1993 et.seq. Subsecs. (5) to 
(7) formerly read: 


(5) Family allowances — An individual who is deemed by 
subsection (6) or (7) to have supported in a particular month 
of a taxation year a person in respect of whom 


(a) a family allowance under the Family.Allowances Act, 
or 


(b) an allowance under a law of a province that provides 
for payment ofan allowance ‘similar to the family allow- 
ance provided under the Family Allowances Act 


is paid for the particular month shall include in computing the 
individual income for the year an amount equal to the total of 
all amounts each of which is the amount.of such an allowance 
received by the individual or the individual’s spouse for a 
month of the year in which the individual is deemed to have 
supported the person. 


(6) Deemed support — For the purposes of subsection (5) 
and subject to subsection (7), an individual shall be deemed 
to have supported a person in a particular month of a taxation 
year if 


(a) the person is a child of, or is dependent for support in 
the particular month on, the individual or the individual’s 
spouse; and 


(b) where the individual is earicd at the end of the par- 
ticular month, 


(i) the individual’ s income forthe year (computed 
without reference to subsection (5) and section 63) 
exceeds that of the individual’s spouse; and 


(ii) the individual’s spouse was not, by reason of a 
breakdown of the marriage, living separate and apart 
from the individual at the end of the particular month 
and for a period of at least 90 days commencing in 
the year. 


(7) ldem — For the purposes of subsection (5), where 


(a) an amount is allowed under subsection 118(1) be- 
cause of paragraph 118(1)(b) in computing an individ- 
ual’s tax payable under this Part for a taxation year in 
respect of a person referred to in subsection (5), the indi- 
vidual shall be deemed to be the only individual to. have 
supported the person in each month of the year and any 
allowance referred to in subsection (5) that is paid in re- 
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(5) Family Allowances Act, 1973 — Subject to subsection 
(6), a taxpayer who is deemed by subsection (7) to have sup- 
ported a child in a taxation year, in respect of whom 


“(aja family allowance under the Family Allowances Act, 
1973, or : 


(b) an allowance under a law of a province that provides 
for payment of an allowance similar to the family allow- 
ance provided under the Family Allowances Act, 1973 


has been paid in the taxation year, shall include in computing 
his income for the taxation. year an amount equal to the said 
allowance. 


(6) Where law of a province: allows no deduction — 
Where, in respect of a particular child, an allowance, similar 
to the ‘family allowance provided under the Family AI- 
lowances Act, 1973, is provided under the law of a province 
and the law of that province 


(a) imposes a tax upon the income of individuals, and 


(b) would. not, if that child had no income, permit, in 
computing taxable income, a deduction for that child, 


a taxpayer is not required, in computing his income for*the 
year, to include: any amount in respect of the allowance. 


(7) Taxpayer deemed to support — For the purposes of 
subsection (5), 


(a) a taxpayer who, in computing his taxable income for a 
taxation year, deducts an amount under section 109 in re- 
spect of a child in respect of whom an allowance de- 
scribed in subsection (5) has been paid.in the taxation 
year, or 


(b) if naragraph (a) does not apply, a taxpayer to whom 
an allowance described in subsection (5) has been paid in 
a taxation year in respect of a child, 


shall be deemed to have supported the child in the taxation 
year. 


(8) Partial including of allowance in income — Notwith- 
standing subsection (5), where. more than one taxpayer has, in 
computing his taxable income for a taxation year, made a de- 
duction under section 109 in respect of a child in respect of 
whom an:allowance described in subsection (5) has been paid 
in the taxation year, each such taxpayer shall include in com- 
puting his income for the taxation year that portion. of the 
amount that, but for this subsection, he would be required by 
subsection (5) to include in computing his income in the taxa- 
tion year in respect of that child that. + - 


(a) the amount of the deduction made by him under sec- 
tion 109 in respect of that child, 
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1s of 


(b) the aggregate of the deductions made by each of the 
‘said taxpayers under section 109 in respect of that child. 


Subsec. 56(6) substituted by 1976-77, c. 4, subsec. 16(3), applicable 
to 1976 et seg. Subsec. 56(6) formerly read: 


(6) Where, under the law of a province, payment of an allow- 
ance similar to the family allowance provided under the Fam- 
ily Aliowances Act, 1973 is provided and a law of the prov- 
ince imposes a tax upon the income of individuals, but does 
not permit a deduction for the child in respect of whom the 
allowance was paid in computing taxable income, an amount 
equal to such allowance is not required to be included in com- 
puting the income of a taxpayer under this Act. 


Subsecs. 56(5) to (8) added by 1973-74, c. 44, s. 23, proclaimed i in 
force January 1, 1974. 


(8) CPP/QPP benefits for previous years — 
Notwithstanding subsection (1), where 


(a) one or more amounts are received by an indi- 
vidual (other than a trust) in a taxation year as, on 
account of, in lieu of payment of or in satisfaction 
of, any benefit under the Canada Pension Plan or 
a provincial pension plan as defined in section 3 
of that Act, and 


(b) a portion, not less than $300, of the total of 
those amounts relates to one or more preceding 
taxation years, 


that portion shall, at the option of the individual, not 
be included in the individual’s income. 


Related Provisions; 120.3 -—-CPP/QPP: benefits: for previous 
years; 146(1)“earned income” (b.1)— RRSP — earned income in- 
cludes, amount under 56(8)(a). 


History: The portion of subsec. 56(8) before para. (b) amended by 
1998, c. 19, subsec. 9(3), applicable to.amounts received by an indi- 
vidual after 1994, other than an individual to whom tax hasbeen 
remitted under subsec. 23(2) of the. Financial Administration Act in 
respect of the amounts referred to in para. 56(8)(a), as amended. 
That portion formerly read: 


(8) CPP/QPP disability benefits for previous. years — 
Notwithstanding subsection (1), where 


(a) one or more amounts are received by an individual 
(other than a trust) in.a.taxation year as, on account of, in 
lieu of payment of or in satisfaction of, a disability pen- 
sion under the Canada Pension Plan or a provincial plan 
as defined in section 3 of that Act, and 


Subsec. 56(8) added: by 1994, :c..7, Sch. I (1991, c. 49), ‘subsec. 
32(10), applicable with respect ‘to amounts received after 1989. 


(9) Meaning of “income for the year’ — For 
the purposes of paragraphs (1)(s) and (u), “imcome 
for the year” of a person means the amount that 
would, but for those paragraphs, paragraphs 60(v.1) 
and (w) and section 63, be the income of that person 
for the year. 
History: Subsec. 56(9) substituted by 1994, c. 7, Sch. VII (1992, c. 
48), subsec. 1(2), applicable to 1993 er seq. Subsec. 56(9) formerly 
read: 
(9) Definition of “income for the year’ — For the purposes 
of paragraphs (1)(s) and (u) and subsection (6), “income for 
the year” of a person means the amount that would, but for 


those paragraphs, subsection (5), paragraphs 60(v.1) and (w) 
and section 63, be the income of that person for the year. 


S. 56(12) 


Subsec. 56(9) amended by 1994, .c. 7, Sch. IL (1991, c. 49), subsec. 


32(11), to add reference to paragraph 60(v.1), applicable to. 1989 et 


Seq. 

Pre-RSC History: Subsec. 56(9) substituted by 1990, c. 39, sub- 

sec. 11(5), applicable to 1989 e¢ seg. Subsec. 56(9) formerly read: 
(9) Definition of ‘income for the year” — For the purposes 
of paragraphs 56(1)(s) and (u), “income for the year” of a 
person means the amount that would, but for. those 
paragraphs, be the income of that person for the year. 

Subsec. 56(9) substituted by 1980-81-82-83, c. 140, subsec. 26(6), 

applicable to 1982 et seq. Subsec. 56(9) added by 1977-78, c.1, sub- 

sec. 23(3), applicable to 1977 et seg. 


(10) Severability of retirement compensation 
arrangement — Where a retirement compensation 
arrangement is part of a plan or arrangement (in this 
subsection referred to as the “plan’) under which 
amounts not related to the retirement compensation 


arrangement are payable or provided; for: the pur- 


poses of this Act, other than this subsection, 


(a), the retirement compensation arrangement 
shall be deemed to be.a separate arrangement in- 
dependent of other parts of the plan of which itis 
a part; and 


(b) subject to subsection 6(14), amounts paid out 

of or under the plan shall be deemed. to have first 

been paid out of the retirement compensation. ar- 

rangement unless a provision in the plan other- 
‘wise provides, 


Pre-RSC History: Subsec. 56(10) added by. 1987, c. 46, subsec. 
15(6), applicable after October 8, 1986. 


(11) Disposition of property by RCA trust — 
For the purposes. of paragraphs (1)(x) and (z),.where, 
at any time in a year, a trust governed by .a retire- 
ment compensation arrangement 


(a) disposes of property to a person for considera- 
tion less than the fair market value of the. prop- 
erty at the time of the disposition, or for no 
consideration, 


(b) acquires. property from.-a.person, for consider- 
ation. greater.than the fair. market value of the 
property at.the time of the acquisition, or 


(c) permits a person to use or enjoy property of 
the trust forno consideration or for consideration 
less than the fair market value of such use or 
enjoyment, 
the amount,,if any, by which such fair market value 
differs from the consideration or, if there: 1s no con- 
sideration, the amount of the fair market value shall 
be deemed to be an amount received at that time by 
the person out of or under the arrangement that can 
reasonably be considered to have been received in 
respect of an office or employment of a tae 


Pre-RSC History: Subsec. 56(11) added by 1987, c. 46, subsec. 
15(6), applicable after October 8, 1986. 


(12) [Repealed] 


History: Subsec. 56(12) repealed by 1997, c. 25, subsec. 8(3), ap- 
plicable to amounts received after 1996. Subsec. (12) formerly read: 


(12). Definition of “allowance” — Subject to subsections 
56.1(2) and 60.1(2), for the purposes of paragraphs (1)(b), (Cc) 
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and (c.1) (in this subsection referred to as the “former 
paragraphs”) and 60(b), (c) and (c.1) (in this subsection re- 
ferred to as the “latter paragraphs’’), “allowance” does not in- 
clude any amount that is received by a person, referred to in 
the former paragraphs as .“‘the taxpayer” ‘and in. the: latter 
paragraphs as “the recipient”, unless that person has discre- 
tion as to the use of the amount. 


Pre-RSC History: Subsec. 56(12) added by 1988, c. 55, subsec. 
34(6), applicable, with respect to decrees, orders, judgments and 
written agreements made or entered into before March 28, 1986 or 
after 1987, to 1986 et seq., except that, for the 1986 and 1987 taxa- 
tion years, subsec. 56(12) shall be read as follows: 


(12) Subject to subsections 56.1(2) and 60.1(2), for the pur- 
poses of paragraphs (1)(b), (c) and ‘(c.1), “allowance” does 
not include any amount that is received by-a person referred 
to.in those. paragraphs as “the taxpayer” unless that. person 
has discretion as to the use of the amount. 


Interpretation Bulletins: IT-118R3: Alimony and maintenance. , 


Definitions [s. 56}: “allowance” — 56(12); “amount” — 248(1); 
“anniversary day’? — 12.2(11), 56(1:1); “annuity’?— 248(1); “arm’s 
length” — 251(1); “assessment” — 248(1); “beneficially inter- 
ested” — 248(25); “borrowed TONEY", “business” — 248(1); “Can- 
ada” — 255; “child” —252(1); “child support amount”, “com- 
mencement day” — 56.1(4); “death benefit” — 248(1); “deferred 
profit sharing plan” — 147(1), 248(1); “employee. benefit. plan’, 
“employment” — 248(1); “estate” — 104(1), 248(1); “foreign re- 
tirement “arrangement” — 248(1); “income for the year’ — 56(9); 
“income-averaging annuity contract” — 61(4), 248(1); “individual”, 


“insurer” —/248(1); PSA BE — 252(4)(b); “married” — 
252(4)(c); “office” ; “parent” — 252(2);; “person”, -“‘per- 
sonal or ype expenses”, oreccribed’, “property.” — 248(1); 
“province” — Interpretation Act 35(1); “received” — 248(7); “reg- 


istered education savings plan” — 146.1(1), 2481); “registered re- 
tirement income fund” — 146.3(1), 248(1); “registered retirement 
savings plans 146(1), 248(1);, “regulation”.— 248(1); “re- 
lated” — 251(2); “resident in Canada” — 250; “retirement compen- 
sation asap Bercy Tene allowance”, “salary deferral arrange- 
ment” — 248(1);. “spouse” — 252(4); “superannuation or pension 
benefit” — 248(1); “supplementary unemployment benefit plan” — 
145(1), 248(1); “support amount” — 56.1(4); “taxation year” — 
249; “taxpayer” — 248(1); “trust” — 104(1), 248(1), (3); “writ- 
ing” — Interpretation Act 35(1). . : 


Interpretation Bulletins [s. 56]: IT-495R2: Child care expenses. 
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56.1 (1) Support — For the purposes of paragraph 
56(1)(b) and subsection 118(5), where an order or 
agreement, or any variation thereof, provides for the 
payment of an amount to a taxpayer or for the bene- 
fit of the taxpayer, children in the taxpayer’s custody 
or both the taxpayer and those children, the amount 
or any part thereof 


(a) when payable, is deemed to be sivable to and 
receivable by the taxpayer; and 
(b) when paid, is deemed to have been paid to 
and received by the taxpayer. | 
History: Subsec. 56.1(1) amended by 1997, c. 25, subsec. 9(1), ap- 
plicable to amounts received after 1996. Subsec. (1) formerly read: 


56.1 (1) Maintenance — Where a decree, order, judgment or 
written agreement described in paragraph 56(1)(b) or (c), or 
any variation thereof, provides for the periodic payment of an 
amount 
(a) to a taxpayer by a person who is 
(i) the taxpayer’s spouse or former spouse, or 


(ii) where the amount is paid under an order made by 
a competent tribunal in accordance with the laws of a 
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province, an individual of the opposite sex who is the 
natural parent of a child of the taxpayer, or 


-.(b) for the benefit of the taxpayer, children in the custody 
of the taxpayer or both the taxpayer and those children, 


the amount or any part thereof, when paid, shall be deemed 
for the purposes of paragraphs 56(1)(b) and (c) to have been 
paid to and received by the taxpayer. 


Subsec. 56.1(1) substituted by 1994, c. 7, Sch. VIII (1993,.c. 24), s. 
18, applicable (by subsec. 18(2), as amended by. 1994, c, 21, s. 134) 
to amounts received under a decree, order or judgment made by a 
competent tribunal after 1992 or under a written agreement entered 
into after 1992 other than such a decree, order or judgment, or writ- 
ten agreement, made with respect to a marriage breakdown that oc- 
curred before 1993. Subsec. (1) formerly read: 


56.1_(1) ete after May 6, 1974, a decree, order, judgment 
or written agreement described in paragraph 56(1)(b), (c) or 
(c.1), or any variation thereof, has been made providing for 
the periodic payment of an amount . 


(a) to a taxpayer by a person who is 
(i) the taxpayer’s spouse or former spouse, or 


(il), where. the amount is paid pursuant to an order 
made by a competent tribunal after February 10, 
1988 in accordance with the laws of a province, an 
individual of the opposite sex who 


(A) before the date of the order cohabited with 
the taxpayer in a conjugal relationship, or | 


(B) is the natural parent of a child of the tax- 
payer, or ; 


(b) for the benefit of the taxpayer, childern’ in the custody - 
of the taxpayer or both the taxpayer and those children, 


the amount or any part thereof, when paid, shall be deemed, 
for the purposes of paragraphs 56(1)(b), (c) and (c. Ld to have 
been paid to and received by the taxpayer. 


Pre-RSC History: Subsec. 56.1(1) substituted by 1988, c. 55, 
subsec. 35(1), applicable 


(a) in respect of orders made under ae laws of Giitario! to 1986 
et seq., and 


(b) in any other case, to 1988 et seq., 


except that, with respect to amounts received pursuant to orders 
made after May 6, 1974 under the laws of Ontario, in applying sub- 
paragraph 56.1(1)(a)(ii), the réference therein to “February 10, 
1988” shall be read as a reference to “May 6, 1974”. Subsec. 
56.1(1) formerly read: 


56.1 (1) Where, after May 6, 1974, a decree, order, judgment 
or written agreement described in paragraph 56(1)(b), (c) or 

—(c.1), or any variatio. thereof, has been made providing for 
the periodic payment of an amount to a taxpayer by a person 
who is his spouse, former spouse or, where the amount was 
paid pursuant to an order made in accordance with the laws of 
a province, an individual within a prescribed class of persons 
described in the laws of the province, or for the benefit of the’ 
taxpayer or children in the custody of the taxpayer,. the 
amount or any part thereof, when paid, shall be deemed, for 
the purposes of paragraphs 56(1)(b), (c) and (c.1), to have 
been paid to and received by the taxpayer if, at the time the 
amount was paid and throughout the remainder of the year in 
which the amount was paid, the taxpayer was iii apart 
from. that person. 


Subsec. 56.1(1) substituted for.s. 56.1 by 1984, c. 45, s. 17, ppiice 
ble in respect of payments made after 1983. S. 56.1 formerly read: 


56.1 Where, after May 6, 1974, a decree, order, judgment or 
written agreement described in paragraph 56(1)(b), (c) or 
(c.1), or any variation thereof, has been made providing for 
the periodic payment of an amount to the taxpayer by a per- 
son who is his spouse, former spouse or an individual within 
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a prescribed class of persons described in the laws of a prov- 

ince, or for the benefit of the taxpayer or children in the cus- 

tody of the taxpayer, the amount or any part thereof, when 
_ paid, shall be deemed, for the purposes of paragraphs 

56(1)(b), (c) and (c.1), to have been paid to and received by. 

the taxpayer if, at the time the amount was paid and through- 

out the remainder of the year in which the amount was paid, 
_the taxpayer was living apart from the person. 


(2) Agreement — For the purposes of section 56, 
this section and subsection 118(5), the amount deter- 
mined by the formula 


AmB 
where 


A is the total of all amounts each of which is an 
amount (other than an amount that is otherwise a 
support amount) that became payable by a person 
in.a taxation year, under an order of a competent 

_ tribunal or under a written agreement, in respect 
of.an expense (other than an expenditure in re- 
spect of a self-contained domestic establishment 
in which the person resides or an expenditure for 
the acquisition of tangible property that is not an 
expenditure on account of a medical or education 
expense or in respect of the acquisition, improve- 
ment or maintenance of a self-contained domestic 
establishment.in which the taxpayer described in 
paragraph (a) or (b) resides) incurred in the year 
or the preceding taxation year for the mainte- 
nance of a taxpayer, children in the taxpayer’s 
custody or both the taxpayer and those children, 
where the taxpayer is 


(a) the person’s spouse or former spouse, or 


(b) where the amount became payable under 
an order made by a competent tribunal in ac- 
cordance with the laws of a province, an indi- 
vidual who is the parent of a child of whom 
the person is a natural parent, 


and 
Bis the amount, if any, by which 


(a) the total of all amounts each of which is an 
amount included in the total determined for A 
in respect of the acquisition or improvement 
of a self-contained domestic establishment in 
which the taxpayer resides, including any pay- 
ment of principal or interest in respect of a 
Joan made or indebtedness incurred to fi- 
nance, in any manner whatever, such acquisi- 
tion or improvement 


exceeds 
(b) the total of all amounts each of which is an 


amount equal to '/s of the original principal. 


amount of a loan or indebtedness described in 
paragraph (a), 
is, where the order or written agreement, as the case 
may be, provides that this subsection and subsection 
60.1(2) shall apply to any amount paid or payable 
thereunder, deemed to be an amount payable to and 
receivable by the taxpayer as an allowance on a peri- 


S. 56.1(2) 


odic basis, and the taxpayer is deemed to have dis- 
cretion as to the use of that amount. 


History: The portion of subsec. 56.1(2) preceding the formula, the 
description of A, and the closing words of subsec. (2), amended by 
1997, c. 25, subsecs. 9(2)-(4), applicable to amounts received after 
1996. Those portions formerly read: 


(2) For the purposes of paragraphs 56(1)(b) and (c), the 
amount determined by the formula 


A is the total of all amounts each of which is an-amount 
(other than an amount to which paragraph 56(1)(b) or (c) 
otherwise applies) paid by a person in a taxation year, 
under a decree, order or judgment of a competent tribunal 
or under a written agreement, in respect of an expense 
(other than an expenditure in respect of a self-contained 
domestic establishment in which the person resides or an 
expenditure for the acquisition of tangible property that is 
not an expenditure on account of a medical or education 
expense or in respect of the acquisition, improvement or 
maintenance of a self-contained domestic establishment 
in which the taxpayer described in paragraph (a) or (b) 
resides) incurred in the year or the preceding taxation 
year for the maintenance of a taxpayer who is 


(a) that person’s spouse or former spouse, or 


(b) where the amount is paid under an order made by 
a competent tribunal in accordance with the laws of a 
province, an individual of the opposite sex who is the 
natural parent of a child of the person, 


or for the maintenance of children in the taxpayer’s cus- 
tody or both the taxpayer and those children if, at the 
time the expense was incurred and throughout the re- 
mainder of the year, the taxpayer was living separate and 
apart from that person, and 


shall, where the decree, order, judgment or written agree- 
ment, as the case may be, provides that this subsection and 
subsection 60.1(2) shall apply to any payment made thereun- 
der, be deemed to be an amount paid by that person and re- 
ceived by the taxpayer as an allowance payable on a periodic 
basis. 


Subsec. 56.1(2) substituted by 1994, c. 7, Sch. VII (1993, c. 24), s. 
18, applicable (by subsec. 18(2), as amended by 1994, c. 21, s. 134) 
to amounts received under a decree, order or judgment made by a 
competent tribunal after 1992 or under a written agreement entered 
into after 1992 other than such a decree, order or judgment, or writ- 
ten agreement, made with respect to a marriage breakdown that oc- 
curred before 1993. Subsec. (2) formerly read: 


(2) For the purposes of paragraphs 56(1)(b), (c) and (c.1), the 
amount, if any, by which 


(a) the total of all amounts each of which is an amount 
(other than an amount to which paragraph 56(1)(b), (c) or 
(c.1) otherwise applies) paid by a person in a taxation 
year, pursuant to a decree, order or judgment of a compe- 
tent tribunal or pursuant to a written agreement, in re- 
spect of an expense (other than an expenditure in respect 
of a self-contained domestic establishment in which the 
person resides or an expenditure for the acquisition of 
tangible property that is not an expenditure on account of 
a medical or educational expense or in respect of the ac- 
quisition, improvement or maintenance of a self-con- 
tained domestic establishment in which the taxpayer de- 
scribed in subparagraph (i) or (ii) resides) incurred in the 
year or the immediately preceding taxation year for 
maintenance of a taxpayer who is 


(i) that person’s spouse or former spouse, or 


361 


S. 56.1(2) 


(ii). where the amount is paid pursuant to an order 
made by a competent tribunal after February 10, 
1988 in accordance with the laws of a Pons an 
individual of the opposite sex who 


(A) before the date of the order cohabited with 
‘the person in a conjugal relationship, or 


(B) is the natural parent of a child of the person, 


or for the maintenance of children in the taxpayer’s cus- 
tody or both the taxpayer and those children if, at the 
time the expense was incurred and throughout the re- 

. mainder of the year, the taxpayer was living apart from 
that person 


exceeds 
(b) the amount, if any, by which 


(i) the total of all amounts each of which is an 
amount included in the total determined under para- 
graph (a) in respect of the acquisition or improve- 
ment of a self-contained domestic establishment in 
which the taxpayer resides, including any payment of 
principal or interest in respect of a loan made or in- 
debtedness incurred to finance, in any manner 
whatever, such acquisition or improvement 


exceeds 


(ii) the total of all amounts each of which is an 
amount equal to '/s of the original principal amount 
of a loan ‘or indebtedness described in subparagraph 
(i) 
shall, where the decree, order, judgment or written agree- 
ment, as the case may be, provides that this subsection and 
subsection 60.1(2) shall apply to any payment made pursuant 
thereto, be deemed to be an amount paid by that person and 
received by the taxpayer as an allowance pete on a peri- 
odic basis. 


Pre-RSC History: Para. 56.1(2)(a) substituted by 1988, c. 55, 
subsec. 35(2), applicable 


(a) in respect of orders made under the laws of Ontario, to 1986 
et seq., and 


(b) in any other case, to 1988 et seq. 
Para. (a) formerly read: 


(a) the aggregate of.all amounts each of which is an.amount 
(other than an amount to which paragraph 56(1)(b), (c) or 
(c.1) otherwise applies) paid by a person in a taxation year, 
pursuant to a decree, order or judgment of a competent tribu- 
nal or pursuant to a written agreement, in respect of an ex- 
pense (other than an expenditure in respect of a self-contained 
domestic establishment of the person or an expenditure for 
the acquisition of tangible property that is not an expenditure 
on account of a medical or educational expense or in respect 
of the acquisition, improvement or maintenance of an owner- 
occupied home of a taxpayer described in subparagraph (1) or 
(11)) incurred in the year or the immediately preceding taxa- 
tion year for maintenance of a taxpayer who is 


(1) that person’s spouse or former spouse, or 


(ii) where the amount was paid pursuant to an order made 
in accordance with the laws of a province, an individual 
within a prescribed class of persons described in the laws 
of the province, 


or for the maintenance of children of the taxpayer in the tax- 
payer’s custody, or both the taxpayer and such children, if at 
the time the expense was incurred and throughout the remain- 
der of the year, the taxpayer was living apart from that person 


Subpara. 56.1(2)(b)(i) amended by 1988, c. 55, subsec. 35(3), to 
substitute “a self-contained domestic establishment in which the 
taxpayer resides” for “an owner-occupied home of the taxpayer”. 
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Subsec, 56.1(2) added by 1984, \c. 45,-s..17, applicable in respect of 
payments made after 1993. 


Selected Cases: Larsson v. Canada, [1996] 3 C.T-C. 2430 (TCC) 
(Inclusion/deduction process should be favoured in ambiguous or 
doubtful cases). . 


(3) Prior payments — For the purposes of this 
section and section 56, where a written agreement or 
order of a competent tribunal made at any time in\a 
taxation year provides that an amount received 
before that time and in the year or the preceding tax- 
ation year is to be considered to have been paid and 
received thereunder, 


(a) the amount is deemed to have been received 
thereunder; and 


(b) the agreement or order is deemed, except for 
the purpose of this subsection, to have been made 
on the day on which the first such amount was 
received, except that, where the agreement or or- 
der is made after April 1997 and varies a child 
support amount payable to the recipient from the 
last such amount received by the recipient before 
May 1997, each varied amount of child support 
received under the agreement or order is deemed 
to have been receivable under an agreement or 
order the commencement day of which is the day 
on which the first payment of the silos amount 
is required to be made. 


History: Subsec. 56. 1(3) amended by 1997, c. 25, subsec, 9(5), ap- 
plicable to amounts received after 1996. _Subsec. (3) formerly read: 


(3) For the purposes of this section and section 56, where a 
decree, order or judgment of a competent tribunal or a written 
agreement made at any time in a taxation year provides that 
an amount received before that time and in the year or the 
preceding taxation year is to be considered to have been paid 
and received thereunder, the amount shall be deemed to have 
been received thereunder. 


Subsec. 56.1(3) substituted by 1994, c: 7, Sch. VIII (1993, c. 24), s. 
18, applicable (by subsec. 18(2), as amended by 1994, c. 21, s. 134), 
to amounts received under a decree, order or judgment made by a 
competent tribunal after 1992 or under a written agreement entered 
into after 1992 other than such a decree, order or judgment or writ- 
ten. agreement made with respect to a: marriage breakdown that oc- 
curred before 1993. Subsec. (3). formerly read: 


(3) For the purposes of this section and section 56;'where a 
decree, order or judgment of a competent tribunal or a written 
agreement made at any time in a taxation year provides that 
an amount received before that time and in the year or the 
immediately preceding taxation year is to be considered as 
having been paid and received pursuant thereto, the cet 
‘tules apply: 


(a) the amount shall be deemed to’ have been received 
pursuant thereto; and 


(b) the person who made ‘the payment shall be deemed to 
have been separated pursuant to a divorce; judicial! sepa- 
ration or written separation agreement from that person’s 
spouse or former spouse at the time the payment was 
made and throughout the remainder of the year. 


Pre-RSC History: Subsec. 56.1(3) added by 1984, c. 45, s. 17, 
applicable in respect of payments made after 1983. 


(4) Definitions — The definitions in this subsec- 
tion apply in this section and section:56: to: 
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“child support amount” means any support amount 
that is not identified in the agreement or order under 
which it is receivable:as being solely for the support 
of a recipient who is a spouse or former spouse of 
the payer or who is a parent of a child of whom the 
payer is a natural parent. | 


Related Provisions: 60.1(4) — Definition applies to sections 60 
and 60.1. 


“commencement day” at any time of an agreement 
or order means 


(a) where the agreement or order is made after 
April 1997, the day it is made; and 


(b) where the agreement or.order is made, before 
May 1997, the day, if any, that.is after April 1997 
and is the earliest of 


(i) the day specified as the commencement 
day of the agreement or: order by the payer 
and recipient under the agreement or order. in 
a joint election filed with the Minister in pre- 
scribed form and manner, 


(ii) where the agreement or rity i is varied af- 
ter April 1997 to change the child support 
amounts payable to the recipient, the day on 
which the first payment of the varied amount 
is required to be made, 


(iii) where a subsequent agreement or order is 
made after April 1997, the effect of which is 
‘to change the total child support amounts pay- 
able to the recipient by the payer, the com- 
mencement day of the first such subsequent 
agreement or order, and 


(iv) the day specified in the agreement or or- 
der, or any variation thereof, as the com- 
mencement day of the agreement or order for 
the purposes of this Act. 


Related Provisions: 60.1(4) — Definition applies to ‘sections 60 
and 60.1. 


‘support amount” means an amount payable or re- 
ceivable as an allowance on a periodic basis for the 
maintenance of the recipient, children of the recipi- 
ent or both the recipient. and children of the recipient, 
if the recipient has discretion as to the use, of the 
amount, and 


(a) the recipient is the spouse or former spouse of 
the payer, the recipient and payer are living sepa- 
rate and apart because of the breakdown of their 
marriage and the amount is receivable under an 
order of a competent tribunal or under a written 
agreement; or 


(b) the payer is a natural parent of a child of the 
recipient and the amount is receivable under an 
order made by a competent tribunal in accor- 
dance with the laws of a province. 
Related Provisions: 60.1(4) — Definition applies to sections 60 
and 60.1; 118(5) — No personal credit in respect of person to whom 
support amount payable; 248(1)“exempt income” — Support 
amount 1s not exempt income. 


S. 56.1 


History: Subsec. 56:1(4) added by 1997, c. 25, subsec. 9(6), appli- 
cable (as amended by 1998, c. 19, subsec. 307(1), deemed to have 
come into force on April 25, 1997) after 1996, except that 


(a) a support amount, as defined in subsection 36. 1(4) does not 
include an amount 


(i) that was received under a decree, order or judgment of a 
competent tribunal, or under a written agreement, that does 
not have a commencement day (within the meaning _as- 
signed by that subsec. 56.1(4)), and 


» (1) that 1f paid and received would, but for this amendment, 
not be:included in computing the income of the recipient of 
the amount; and 


(b) with respect to an amount payable or receivable under a de- 
cree, order or judgment of a competent tribunal, or under a writ- 
ten agreement, made after March 27, 1986 and before 1988, the 
portion of the definition “support amount” in subsec. 56.1(4) 
before paragraph (a) shall be read without reference to “the re- 
cipient has discretion as to the use of the amount, and”. 


Pre-RSC History: Former subsec. 56.1(4) repealed by 1988, c. 55, 
subsec. 35(4). Subsec. 56.1(4) formerly read: 


(4) Definitions — For the purposes of this subsection and 
subsections (2) and 60.1(2), 


(a) “owner-occupied home” — “owner-occupied home” 
of a taxpayer means a housing unit or a share of the capi- 
tal stock of a cooperative housing corporation owned, 
whether jointly with another person or otherwise, in a 
taxation year by the taxpayer, if the housing unit was, or 
if the share was acquired for the sole purpose.of acquir- 
ing the right to inhabit a housing unit owned by the cor- 
poration that was, inhabited by the taxpayer at any time 
in the year; and 


(b) “housing unit” — “housing unit” includes the land 
subjacent to the housing unit and such portion of any im- 
mediately contiguous land as may reasonably be regarded 
as contributing to the taxpayer’s use and enjoyment of 
the housing unit as a residence. 


Subsec. 56.1(4) added by 1988, c. 45, s. 17, applicable in respect of 
payments made after 1983. 


Forms: T1157: Election for child support payments; T1158: Regis- 
tration of family support payments. 


Related Provisions [s. 56.1]: 60.1 — Maintenance payments; 
252(3), (4) — Extended meaning of “spouse” and “former spouse”. 


Pre-RSC History [s. 56.1]: S..56.1 substituted. by 1980-81-82-83, 
c. 140, s. 27, applicable with respect to payments made (a) in. the 
case of an order made after December 11, 1979, after that date; and 
(b) in any other case where the taxpayer and the person required to 
make the payment agree in writing at any time in a taxation year, in 
the year and subsequent taxation years. 


S. 56.1 substituted by 1980-81-82-83, c. 48, s. 26, applicable with 
respect to payments made (a) in the case of an order made after 
December 11, 1979, after that date; and (b) in any other case where 
the payor and the taxpayer agree in writing at any time in a taxation 
year, in the year and. subsequent taxation years. S. 56.1 formerly 
read: 


56.1 Where, after May 6, 1974, a decree, order, judgment or 
written agreement described in paragraph 56(1)(b) or (c), or 
any variation thereof, has been made providing for the peri- 
odic payment of an amount to the taxpayer by his spouse or 
former spouse or for the benefit of the taxpayer or children of 
the marriage in the custody of the taxpayer, the amount or 
any part thereof, when paid, shall be deemed to have been 
paid to and received by the taxpayer if the taxpayer was liv- 
ing apart from:the spouse or former spouse at the time the 
amount was paid and throughout the remainder of the year in 
which the amount was paid. 
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S. 56.1 added by 1974-75, c. 26, s. 28, applicable in respect of 
amounts paid after May 6, 1974. 
Definitions [s. 56.1]: “amount” — 248(1); “child” — 252(1); 
“child support amount’, “commencement day” — 56.1(4); “corpo- 
ration” — 248(1), Interpretation Act 35(1); “employee benefit 
plan” — 248(1); “former spouse” — 252(3), (4)(a); “individual” — 
248(1); “marriage” — 252(4)(b); “Minister” — 248(1); “parent” — 
ZILte); poeta “prescribed”, “principal amount”, “property” — 
248(1); “province” — Interpretation Act 35(1); “received” — 
248(7); ° ‘self-contained domestic establishment”, “share” — 248(1); 
“spouse” — 252(3), (4)(a); “superannuation or pension benefit” — 
248(1); “support amount” — 56.1(4); “taxation year” — 249; “tax- 
payer” — 248(1); “written” — Interpretation Act 35(1)'[writing]. 
Interpretation Bulletins is. 56.1]: IT-118R3: Alimony and 
maintenance. 


56.2 Reserve claimed for debt forgiveness — 
There shall be included in computing an individual’s 
income for a taxation year during which the individ- 
ual was not a bankrupt the amount, if any, deducted 
under section 61.2 in computing the individual’s in- 
come for the preceding taxation year. 


History: S. 56.2 added by 1995, c. 21, s. 19, applicable to taxation 
years that end after February 21, 1994. 


Definitions [s. 56.2]: “amount”, 
248(1); “taxation year” — 249. 


“bankrupt”, “individual” — 


56.3 Reserve claimed for debt forgiveness — 
There shall be included in computing a taxpayer’s 
income for a taxation year during which the taxpayer 
was not a bankrupt the amount, if any, deducted 
under section 61.4 in computing the taxpayer’s in- 
come for the preceding taxation year. 

Related Provisions: 61.4(a)B(Gi) — Effect on reserve for subse- 
quent year; 87(2)(g) — Amalgamations — carryover of reserve; 
115(1)(a)Gui.21) — Non-resident’s taxable income earned in 
Canada. 


History: S. 56.3 added by 1995, c. 21, s. 19, applicable to taxation 
years that end after February 21, 1994. 


Definitions [s. 56.3]: “amount”, “bankrupt” — 248(1); 
year” — 249; “taxpayer” — 248(1). 


“taxation 


57. (1) Certain superannuation or pension 
benefits — Notwithstanding subparagraph 
56(1)(a)(), there shall be included in computing the 
income, of a taxpayer in respect of a payment re- 
ceived by the taxpayer out of or under a superannua- 
tion or pension fund or plan the investment income 
of which has at some time been exempt from taxa- 
tion under the Income War Tax Act by reason of an 
election for such exemption by the trustees or corpo- 
ration administering the fund or plan, only that part 
of the payment that remains after Gedncuns the pro- 
portion thereof 


(a) that the total of the amounts paid by the tax- 
payer into or under the fund or plan during the 
period when its income was exempt by reason of 
that election is of the total of all amounts paid by 
the taxpayer into or under the fund or plan, or 


(b) that the total of the amounts paid by the tax- 
payer into or under the fund or plan during the 
period when its income was exempt by reason of 
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that election together with simple interest on each 
amount so paid from the end of the year of pay- 
ment thereof to the commencement of the super- 
annuation allowance or pension at 3% per annum 
is of the total of all amounts paid by the taxpayer 
into or under the fund or plan together with sim- 
ple interest, computed in the same..manner, .on 
each amount so paid, 


whichever is the greater. 


Related Provisions: 57(2)- Lay ¥<exceptigns fom aastatigax 
212(1)(h)(iv) — Parallel exemption from non- -resident withholding 
tax. ; 


(2) Exception — This section does not apply in re- 
spect of a payment received by a taxpayer out'of or 
under a superannuation or pension fund or plan if the 
taxpayer made no payment into or under the fund or 
plan. 


(3) Limitation — Where a payment, to which sub- 
section (1) would otherwise be ‘applicable, is re- 
ceived by a taxpayer out of or under a superannua- 
tion or pension fund or plan in respect of a period of 
service for part only of which the taxpayer made 
payments into or under the fund or plan, subsection 
(1). 1s applicable only to that part of the payment 
which may reasonably be regarded as: having been 
received in respect of the period for which the tax- 
payer made payments into or under the fund or plan 
and any part of the payment which may reasonably 
be regarded as having been received in respect of a 
period for which the taxpayer made, no payments 
into or under the fund or plan shall be included in 
computing the taxpayer’s income for the year with- 
out any deduction whatever. 


(4) Certain payments from pension: plan — 
Where a taxpayer, during the period from August 15, 
1944 to December 31,1945; made a contribution in 
excess of $300 to or under a registered pension plan 
in respect of services rendered by the taxpayer 
before the taxpayer became a contributor, there shall 
be included in computing the taxpayer’s income in 
respect of a payment received by the taxpayer out of 
or under the plan only that part of the payment that 
remains after deducting the proportion thereof that 
the contribution so made minus $300 is of the total 
of the amounts paid by the taxpayer to or under ‘the 
plan. (i 

Related Provisions: 212(1)(h)(iv) — Parallel eR ACh. 
residents. 


Pre-RSC History: Subsec. 57(4) amended by 1990, c..35, 8°29, to 
substitute “plan” for “fund or plan” (in three places), ahve ¥ af- 
ter 1985. 


(5) Payments to widow, etc., of eontdnutes — 
Where, in respect of the death of a taxpayer who was 
a contributor to or under a superannuation or pension 
fund or plan described in subsection (1) or (4), a 
payment is received by a person in a taxation. year 
out of or under the fund. or plan, there shall be in- 
cluded in computing the income of that person for 
the year in respect thereof only that part of the pay- 
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ment that would, if the payment had been received 
by the taxpayer in the year out of or under the fund 
or plan, have been included by virtue of this section 
in computing the income of the taxpayer for the year. 
Definitions [s. 57]: “amount” — 248(1); “corporation” — 248(1), 
Interpretation Act 35(1); eae pension plan”, ‘superannuation 


or pension benefit” — 248(1); “taxation year” — 249; “tax- 
payer” — 248(1). 


Interpretation Bulletins [s. 57]: IT-499R: Superannuation or 
pension benefits. 


58. (1) Government annuities and like annui- 
ties — In determining the amount that shall be in- 
cluded in computing the income of a taxpayer in re- 
spect of payments received by the taxpayer in a 
taxation year under contracts entered into before 
May 26, 1932 with the Government of Canada or an- 
nuity contracts like those issued under the Govern- 
ment Annuities Act entered into before that day with 
the government of a province or a corporation incor- 
porated or licensed to carry on an annuities business 
in Canada, there may be deducted from the total of 
the payments received the lesser of 


(a) the total of the amounts that would have been 
so received if the contracts had continued in force 
as they were immediately before June 25, 1940, 
without the exercise of any option or contractual 
right to enlarge the annuity by the payment of ad- 
ditional sums or premiums unless those addi- 
tional sums or premiums had been paid. before 
that day, and 


(b) $5,000. 


Related Provisions: 58(3) — Limitation; 
element. 


58(4) — Capital 


(2) Annuities before 1940 — In determining the 
amount that shall be included in computing the in- 
come of a taxpayer in respect of payments received 
by the taxpayer in a taxation year under annuity con- 
tracts. entered into after May 25, 1932, and before 
June 25, 1940, with the Government of Canada or 
annuity contracts like those issued under the Govern- 
ment Annuities Act entered into during that period 
with the government of a province or a corporation 
incorporated or licensed to carry on an annuities bus- 
iness in Canada, there may be deducted from the to- 
tal of the payments received the lesser of 


(a) the total of the amounts that would have been 
received under the contracts if they had continued 
in force as they were immediately before June 25, 
1940, without the exercise of any option or con- 
tractual right to enlarge the annuity by the pay- 
ment of additional sums or premiums unless such 
additional sums or premiums had been pal 
before that day, and 


(b) $1,200. 


Related Provisions: 58(3) — Limitation; 
element. 


58(4) — Capital 


(3) Limitation — Where a taxpayer has received 
annuity payments in respect of which the taxpayer 


S. 59(1) 


would otherwise be entitled to make deductions 
under both subsection (1) and subsection (2), | 


(a) if the amount deductible under subsection (1) 
is $1,200 or more, [the taxpayer] may not make a 
deduction under subsection (2); and 


(b) if the amount deductible under subsection (1) 
is less than $1,200, the taxpayer may make one 
deduction computed as though subsection (2) ap- 
plied to all contracts entered into before June 25, 
1940. 


Related Provisions: 58(4) — Capital element. 


(4) Capital element — The amount remaining af- 
ter deducting from the total of the annuity payments 
to which this section applies received in a taxation 
year the deductions permitted by subsection (1), (2) 
or (3) shall. be deemed to be the annuity payment in 
respect of which the ‘capital element is deductible 
under paragraph 60(a). 


i (5) Spouses — Where a taxpayer and the tax- 


payer’s spouse each received annuity payments in 
respect of which they may deduct amounts under this 
section, the amount deductible shall be computed as 
if their annuities belonged to one person and may be 
deducted by either of them or be apportioned be- 
tween them in such manner as is agreed to by them 
or, in case of disagreement, as the Minister 


_ determines. 


Related Provisions: 252(4) — Extended meaning of “spouse”. 
History: Subsec. 58(5) substituted by 1994, c. 7, Sah: VII (1993, 


i C. 24),.s. 19, applicable after 1992. Subsec. 58(5) formerly read: 


(5) Husband: and wife — Where a husband and wife have 
each received annuity payments in respect of which they may 
make a deduction under this section, the amount deductible 
shall be computed as if their annuities belonged to one person 
and may be deducted by either of them or apportioned be- 
tween them in such manner as may be agreed by them or, in 
case of disagreement, as the Minister may determine. 


(6) Pension benefits — This section does not ap- 
ply to superannuation or ‘pension benefits received 
out of or under a registered pension plan. 


Pre-RSC History: Subsec. 58(6) amended by 1990, c. 35, s. 29, to 
substitute “plan” for “fund or plan”, applicable after 1985. 


(7) Enlargement of annuity — For the purpose of 
this section, an annuity shall: be deemed to have been 
enlarged on or after June 25, 1940, if what is payable 
under the contract has, at any such time, been in- 
creased ‘whether by increasing the amount of each 
periodic payment, by increasing the number of pay- 
ments or otherwise. 


Definitions [s. 58]: “amount”, “annuity”, “business” — 248(1); 
“corporation” — 248(1), Interpretation Act 35(1); “Minister” — 
248(1); “province” — Interpretation Act 35(1); “registered pension 
; “spouse” — 252(4); “superannuation or pension 
benefit” — 248(1); “taxation year” — 249; “taxpayer” — 248(1). 


59. (1) Consideration for foreign resource 
property — Where a taxpayer has disposed of a 
foreign resource property, the amount, if any, by 
which the taxpayer’s proceeds of disposition there- 
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from exceed any outlays or expenses made or in- 
curred by the taxpayer for the purpose of making the 
disposition and that were not otherwise deductible 
for the purposes of this Part shall be included in 
computing the taxpayer’s income for a taxation year 
to the extent that the proceeds become receivable in 
that year. 


Related Provisions: 72(2) — Election by legal representative 
and transferee re reserves; 87(2)(p) — Consideration for resource 
property disposition; 104(5.2) — Rules for trusts. 


Pre-RSC History: Subsec. 59(1) substituted for former subsecs. 
59(1) to (1.2) by 1985, c. 45, subsec. 24(1), applicable with respect 
to dispositions occurring in taxation years commencing after 1984. 
Subsecs. 59(1). to (1.2) formerly read: 


59. (1) Amount receivable as consideration for 
disposition of resource property — Where a taxpayer has 
disposed of a foreign resource property, the taxpayer’s pro- 
ceeds of disposition therefrom shall be included. in computing 
his income for a taxation year to the extent that the proceeds 
become receivable in that year. 


(1.1) Idem — Where a taxpayer disposes of a Canadian re- 
source property that is a property described in subparagraph — 
66(15)(c)(i1), (v) or (vi) or of any right to (including a right to 
receive proceeds of disposition in respect of a disposition 
thereof) or interest in any such property (other than property 
of a trust), the. taxpayer’s proceeds of disposition therefrom 
shall be included in the amount referred to in clause 
66.2(5)(b)(v)(A) to the extent that the proceeds become 
receivable. 


(1.2) Idem — Where a taxpayer disposes of 


(a) a Canadian resource property that is a property de- 
scribed in subparagraph 66(15)(c)(1), (iii) or (iv) or any 
right to (including a right to receive proceeds of disposi- 
tion in respect of a disposition thereof) or interest in any 
such property (other than property of a trust), or 


(b) any right, licence or privilege described in subsection 
83A(Sa) of this Act as it read in its application to the 
1971 taxation year, that was acquired by the, taxpayer, 


(i) in the case of 


(A) a corporation that is a principal-business cor- 
poration within the meaning assigned by subsec- 
tion 66(15). or that was, at the time it acquired 
the property, such a principal-business corpora- 
tion, or 


(B) an association, partnership or syndicate de- 
scribed in subsection 83A(4) of this Act as it 
read in its application to the 1971 taxation year, 


before 1972, and 


(ii) in any other case, after April 10, 1962 and before 
1972, 


under an agreement or other contract or arrangement de- 
scribed therein, 


the taxpayer’s proceeds of disposition therefrom shall be in- 
cluded in the amount referred to in clause 66.4(5)(b)(v)(A) to 
the extent that the proceeds become receivable. 


Subsec. 59(1.1) substituted, subsec. 59(1.2) added by 1980-81-82- 
83, c. 48, subsec. 27(1), applicable in respect of dispositions occur- 
ring after December 11, 1979. Subsec. 59(1.1) formerly read: 


59. (1.1) Where a taxpayer disposes of 


(a) a Canadian resource property, or 
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(b) any right, licence or privilege described, in subsection 
83A(5a) of this Act as it read in its application, to the 
1971 taxation year, that was acquired by the taxpayer, 
(i) in the case of 
(A) a corporation that is a principal-business. cor- 
poration within the meaning assigned by subsec- 
tion 66(15) or that was, at the time it acquired 
the property, such a principal-business corpora- 
tion, or 


(B) an association, partnership or syndicate de- — 
scribed in subsection 83A(4) of this Act as it 
read in its application to the 1971 taxation year, 


before 1972, and 


(ii) in any other case, after oO 10, 1962 and before 
TO72; 


under an agreement or “other contract or arrangement de- 
scribed therein, 


the taxpayer’s proceeds of disposition therefrom shall be in- 
cluded in the amount referred to in clause 66.2(5)(b)(v)(A) to 
the extent that the proceeds become receivable. 


All that portion of subsec. 59(1.1) following para. (b) substituted by 
1979,.c.''5; $16; applicable to 1977 et seq., to substitute “clause 
66.2(5)(b)(v)(A)” for “subparagraph 66.2(5)(b)(v)”. 

Subsec. 59(1.1) added by 1974-75-76, c. 26, subsec. 29(1), applica- 
ble in respect of dispositions occurring after May 6, 1974. . 
Subsec. 59(1)-substituted by 1974-75-76, c.26, subsec. 29(1), appli- 
cable in respect of dispositions occurring, after May 6, 1974. Subsec. 
59(1) formerly read: 


-59.\(1) Where in a taxation year ‘a taxpayer disposes of 
(a) a Canadian resource property, 
(b) a foreign resource property, or 


(c) any right, licence or privilege described in subsection 

83A(Sa) of this Act as it read in its application to the 

1971 taxation year, that was acquired by the taxpayer, 
(i) in the case of 


(A) a corporation that is a principal-business cor- 
poration within the meaning assigned by subsec- 
tion ‘66(15) or that was, at the time it acquired 
the property, such a Serbia -business corpora- 
tion, or 

(B) an association, partnership or syndicate de- 
scribed in subsection 83A(4) of this Act as it 
read in its application to the 1971 taxation year, 

before 1972, and 


(11) in any other case, after April 10, 1962 and before 
1972; 
under an agreement or other contract or arrangement de- 
scribed therein, 


the amount receivable by the taxpayer as consideration forthe 
disposition thereof shall be included in computing his income 
for the year, notwithstanding that the amount or any part 
thereof may not be received until a subsequent taxation year. 
Interpretation Bulletins: IT-125R4: Dispositions of resource 
property. =n 


(2) Deduction under. former section 64 in 
preceding year — There shall be included in com- 
puting a taxpayer’s income for a taxation year any 
amount that has been deducted as a reserve under 
subsection 64(1), (1.1) or (1.2) of the Income Tax 
Act, chapter 148 of the Revised ‘Statutes of Canada, 
1952, in computing the taxpayer's income for the 
immediately preceding taxation year. 
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Related Provisions: 66(5) — Dealers; 85(1) — Transfer of prop- 
erty to corporation by shareholder; 85(2) — Transfer of property: to 
corporation from partnership; 88 — Winding-up; 115(4) — Non- 
resident’s income earned on Canadian resource property. 


Pre-RSC History: Subsec. 59(2) substituted for former ‘subsecs. 
59(2), (2.1) by 1985, c. 45, subsec. 24(2), applicable to taxation 
years commencing after 1984. Subsecs. 59(2), (2.1) formerly read: 


(2) Amount deducted under s. 64 in preceding year — 
There shall be included in computing a taxpayer’s income for 
a taxation year any amount in respect of 


(a) a Canadian resource property, 

(b) a foreign resource property, 

(c) any property described in paragraph (1.2)(b), 

(d) any property described in any of subparagraphs 
66(15)(c)(i) to (vii) that is not property described i in para- 
graph (1.2)(b), or 

(e) any property that would be described in any of sub- 


paragraphs 66(15)(c)(i) to (vii) if the references therein to 
“in Canada” were read as references to “outside Canada”, 


that has been deducted as a reserve under subsection 64(1) in 
computing his income for the immediately preceding taxation 
year. 


'. (2.1) Idem — There: shall: be cher. in computing a tax- 
payer’s income for a taxation year any amount that has been 
deducted as a reserve under subsection 64(1.1) or (1.2) in 
computing his income for the ae preceding taxation 
year. 

Paras. 59(2)(c)-(e) substituted by 1980-81-82-83, c. 48, subsec. 
27(2), applicable in respect of dispositions occurring after Decem- 
ber 11,1979: Paras. 59(2)(c)—(e) formerly read: 
(c) any property described in paragraph (1.1)(b), 
(d) any property described in any of subparagraphs 
66(15)(c)G) to (vi) that is not property described in paragraph 
(1.1)(b), or 
(e) any property. described in any of subparagraphs 
66(15)(c)G) to (vi) if,the references therein to “in Canada” 
were read as references to “outside Canada”, 
Subsec. 59(2.1) substituted by 1980-81-82-83, c. 48, subsec. 27(3), 
applicable in respect of dispositions occurring after December 11, 
1979, to add “or (1.2)”. 
Subsec. 59(2) substituted by 1974-75-76, c. 26, subsec. 29(2), appli- 
cable in respect of dispositions occurring after May 6, 1974. Subsec. 
59(2) formerly read: 
(2) There shall be included in computing a taxpayer’s income 
for a taxation’ year any amount in respect of 


(a)-a Canadian resource property, 
(b) a foreign resource property, or 


(c) any property referred to in paragraph (1)(c) or para- 
graph (3)(a) or (b), that has been deducted under section 
64 in computing his income for the immediately preced- 
ing taxation year. 


Subsec. 59(2.1) added by 1974-75-76, c. 26, subsec. 29(2), applica- 
ble in respect of dispositions occurring after May 6, 1974. 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised, Statutes of Canada, 1952’). 


(3), (3.1) [Repealed under former Act] 


Pre-RSC History: Subsecs. 59(3), (3.1) repealed by 1985, c. 45, 
subsec. .24(3), applicable with respect to dispositions occurring in 
taxation years commencing after 1984. Subsecs. 59(3), (3.1) for- 
merly read: 


(3) Disposition of resource property acquired before 
1972 — Where a taxpayer has made a disposition ‘after 1971 
of property owned, or deemed to have been owned, by him on 
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December 31, 197] and thereafter without interruption until 
the date of disposition and that property would. be property 
described in any of subparagraphs 66(15)(c)(i) to (vii) if the 
references therein to “in Canada” were read as references to 
“outside Canada”, the following rules apply: 


(a) the relevant percentage of the taxpayer’s proceeds of 
disposition therefrom shall be included in computing his 
income for a taxation year to the extent that the proceeds 
become receivable in that year, and 


(b) where the taxpayer and the person who acquired the 
property were not dealing with each other at arm’s 
length, for the Purposes of this section and sections 64 
and 66, \ ; 


(i) the cost to that person of the property shall be 
deemed to be the amount included in the taxpayer’s 
income by virtue of paragraph (a) in respect of the 
disposition by the taxpayer of the property, and 


(ii) when that person subsequently disposes of the 
property or any right or interest therein, that person 
shall be deemed to have owned the property on De- 
cember 31, 1971 and thereafter without interruption 
until the disposition thereof. 


(3.1), dem — Where a taxpayer. has made a disposition of 
property owned, or deemed to have been:owned, by him on 
December 31, 1971 and thereafter without interruption until 
the date of disposition and that property is property described 
in any of subparagraphs .66(15)(c)(@) to (vii). and is not prop- 
erty described, in paragraph (1.2)(b), the following rules 
apply: 
(a) the relevant percentage of the taxpayer’s proceeds of 
» disposition therefrom shall be-included in the amount re- 
ferred to in clause 66.2(5)(b)(v)(A) to the extent that the 
proceeds become receivable; and 


(b) where the taxpayer and the person who acquired the 
property were not. dealing with each other at arm’s 
length, for the purposes of this section and sections 66 
and 66.2 


(i) the cost to that person of the property shall be 
deemed to be the amount included in the amount re- 
ferred to in paragraph (a) in respect of the disposition 
by the taxpayer of the property, and 


(ii) when that person subsequently disposes of the 
property or any right or interest therein, that person 

~~ shall be deemed to have-owned the property on De- 
cember 31, 1971 and thereafter without interruption 
until the disposition. thereof. 


All that portion of subsec. 59(3) preceding para. (a) substi- 
tuted by 1980-81-82-83, c. 48, subséc. 27(4), applicable in re- ' 
spect of dispositions occurring after December 11, 1979. That 
portion formerly read: 


(3) Where a taxpayer has made a Petits after, 1971 
of property owned, or deemed to have been owned, by 
him on December 31, 1971 and thereafter without in- 
terruption until the date of disposition that would be 
property described in subparagraphs 66(15)(c)(1) to (v1) 
if the references therein to “in Canada”, were read as 
references to “outside Canada”, the following rules 
apply: 
All that portion of subsec. 59(3.1) preceding para. (a) substi- 
tuted by 1980-81-82-83, c. 48, subsec. 27(5), applicable in re- 
spect of dispositions occurring after December 11, 1979. That 
portion formerly read: 


(3.1) Where a taxpayer has made a disposition of prop- 
erty owned, or deemed to have been owned, by him on 
December 31, 1971 and thereafter without interruption 
until the date of disposition that is property described 
in any of subparagraphs 66(15)(c)(i) to, (vi) and is not 


S. 59(3), (3.1) 


property described in paragraph (1.1)(b), the following 
rules apply: 
Para. 59(3.1)(a) substituted by 1979, c. 5, s. 16, applicable to 
1977 et seq., to substitute “clause 66.2(5)(b)(v)(A)” for “sub- 
paragraph 66.2(5)(b)(v)”. 
Subsec. 59(3.1) added by 1974-75-76, c. 26, subsec. 29(2), 
applicable in respect of dispositions occurring after May 6, 
1974. 


Subsec. 59(3) substituted by 1974-75-76, c. 26, subsec. 29(2), 
applicable in respect of dispositions occurring ue May 6, 
1974. Subsec. 59(3) formerly read: 


(3) Where a taxpayer had made a disposition after 1971 

of property owned by him on December 31, 1971 that 
(a) is property described in any of subparagraphs 
66(15)(c)(@) to (vi) and is not property described in 
paragraph (1)(c), or 
(b) would be property described in subparagraphs 
66(15)(c)(i) to (vi) if the references therein to “in 
Canada” were read as references to “outside 
Canada’”’, 


the following rules apply: 


(c) the relevant percentage of the amount receiva- 
ble by the taxpayer as consideration for the dispo- 
sition thereof shall be included in computing his 
income for his taxation year in which the disposi- 
tion was made, notwithstanding that the amount or 
any part thereof may not be received until a subse- 
quent taxation year; and 


(d) where the taxpayer and the person who ac- 
quired the property were not dealing with each 
other at arm’s length, for the purposes of this sec- 
tion, section 64 and ‘section 66 
(i) the cost to that person of the property shall 
be deemed to be the amount included in the 
taxpayer’s income by virtue of paragraph (c) 
in respect of the disposition by the taxpayer of 
the property, and 
(ii) when that person subsequently disposes of 
the property or any right or interest therein, the 
amount receivable by that person as considera- 
tion for the disposition shall be deemed to be 
the relevant percentage of the amount actually 
receivable by that person as consideration 
therefor. 


Selected Cases [subsec. 59(3.1)]: De Luca v. MNR, [1991] 2 
C.T.C. 243 (FCA) (Income from payment of balance of purchase 
price on transaction completed prior to 1972 validly assessed in 
year of receipt). 


(3.2) Recovery of exploration and 
development expenses — There shall be in- 
cluded in computing a taxpayer’s income for a taxa- 
tion year 
(a) any amount referred to in paragraph 
66(12.4)(b); 
(b) any amount referred to in subsection 66.1(1); 
(c) any amount referred to in subsection 66.2(1); 


(d) any amount referred to in subparagraph 
66(10.4)(b)(ii); and 
(e) any amount referred to in paragraph 
66(10.4)(c). 

Related Provisions: 66(5)— Dealers; 104(5.2) — Rules for 


trusts; 110.6(1) — “investment income”; 115(1)(a)(iii.1) — Non- 
resident’s taxable income earned in Canada. 
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Pre-RSC History: Paras. 59(3.2)(d), (e) added by 1984, c. I, 
subsec. 24(1), applicable after April 19, 1983. 


Subsec. 59(3.2) added by 1974-75-76, c. 26, subsec. 29(2), applica- 
ble in respect of dispositions occurring after May 6, 1974. 


1.T. Application Rules: 29(11)(b)(iv); 29(12)(b)(iv) (undeducted 
expenses incurred before 1972). 

Interpretation Bulletins: IT-125R4: Bae es of resource 
property. 


(3.3) Amounts to be included in income — 
There shall be included in computing a -taxpayer’s 
income for a taxation year 


(a) 333% of the total of all amounts, each of 
which is the stated percentage of 


(i) an amount that became receivable by the 
taxpayer after December 31, 1983 and in the 
year (other than an amount that would have 
been a Canadian oil and gas exploration ex- 
pense if it had been an expense incurred. by 
the taxpayer at the time it became receivable), 


(ii) an amount that became receivable by the 
taxpayer after December 31, 1983 and in the 
year that would have been a Canadian oil and 
gas exploration expense described in para- 
graph (c) or (d) of the definition “Canadian 
exploration expense” in subsection 66,1(6) in - 
respect of a qualified tertiary oil recovery pro- 
ject if it had been an expense incurred by the 
taxpayer at the time it became receivable, or 


(iii) 30% of an amount that became receivable 
by the taxpayer in the year and in 1984 that 
would have been a Canadian oil and gas ex- 
ploration expense (other than an expense de- 
scribed in paragraph (c) or (d) of the defini- 
tion “Canadian exploration expense” in 
subsection 66.1(6) in respect of a qualified 
tertiary oil recovery project) incurred in re- 
spect of non-conventional lands if it had been 
an expense incurred by the arpaye at the 
time it became receivable 


and in. respect of which the consideration given 
by the taxpayer was a property (other than a 
share, depreciable property of a prescribed class 
or a Canadian resource property) or services the 
cost of which may reasonably be regarded as hav- 
ing been an expenditure that was added in com- 
puting the earned depletion base of the taxpayer 
or in computing the earned depletion base of a 
predecessor where the taxpayer-is, a successor 
corporation to the predecessor; 


(b) 33'3% of the total of all amounts, ean of 
which is the stated percentage of an amount in re- 
spect of a disposition of depreciable property of a 
prescribed class (other than a disposition of.such 
property that had been used by the taxpayer to 
any person with whom the taxpayer was not deal- 
ing at arm’s length) of the taxpayer after Decem- 
ber 11, 1979 and in the year,’ the capital cost of 
which was added in computing the earned deple- 
tion base of the taxpayer or of a person’ with 


368 


Subdiv. d — Other Sources of Income S. 59(3.3) 


whom the taxpayer was not dealing at arm’s 
length or in computing the earned depletion base 
of a predecessor where the taxpayer is a succes- 
sor corporation to the predecessor, that is equal to 
the lesser of 


and 


(11) the capital cost of the property to the tax- 
payer, the person with whom the taxpayer was 
not dealing at arm’s length or the predecessor, 
as the case may be, computed as if no amount 
had been added thereto by virtue of paragraph 
21(1)(b)-or subsection 21(3); 


(c) 33'3% of the total of all amounts, each of 
which is an amount in respect of a disposition of 


depreciable property of a prescribed class that is | 


bituminous sands equipment (other than a dispo- 
sition of such property that had been used by the 
taxpayer to any person with whom the taxpayer 


was not dealing at arm’s length) of the taxpayer | 


after December 11, 1979 and before 1990 and in 
the year, the capital cost of which was added in 
computing the supplementary depletion base of 
the taxpayer or of a person with whom the tax- 
payer was not dealing at arm’s length or in com- 
puting the supplementary depletion. base of.a 
predecessor where the taxpayer is a successor 
corporation to the predecessor, that is equal to the 
lesser of 


(1) the proceeds of disposition of the property, 
and 


. Gi) the capital cost of the property. to the tax- 
payer, the person with whom the taxpayer was 

_ not dealing at arm’s length or the predecessor, 
as the case may be, computed as if no amount 
had been added thereto by virtue of paragraph 
21(1)(b) or subsection 21(3); . 


(d) 50% of the total of all amounts; each of which 
iS an amount in respect of a disposition of depre- 
ciable property of a prescribed class that is. en- 
hanced recovery equipment (other than a disposi- 
tion of such property that had been used by the 
taxpayer to any person with whom the taxpayer 
was not dealing at arm’s length) of.the. taxpayer 
after December 11, 1979 and before 1990. and in 
the year, the capital cost of which was added in 
computing the supplementary depletion base of 
the taxpayer or of a person with whom the tax- 
payer was not dealing at arm’s length or in com- 
puting the supplementary depletion base of a 
predecessor where the taxpayer is a successor 
corporation to the predecessor, that is equal to the 
lesser of 


(i) the proceeds of disposition of the: property, 
and 


(ii) the capital cost of the property to the tax- 
payer, the person with whom the taxpayer was 
not dealing at arm’s length or the predecessor, 
as the case may be, computed as if no amount 


(i) the proceeds of disposition of the property, 


had been added thereto by virtue of paragraph 
21(1)(b) or subsection 21(3); 


(e) 6673% of the total of all amounts, each of 
which is an amount that. became receivable by the 
taxpayer after December 11, 1979 and before 
1990 and in the year and in respect of which the 
consideration given by the taxpayer was a prop- 
erty (other than a share or a Canadian resource 
property) or services the cost of which may rea- 
sonably be regarded as having been an expendi- 
ture in connection with an oil or gas well in re- 
spect of which an amount was included in 
computing the taxpayer’s frontier exploration 
base or in computing the frontier exploration base 
of a predecessor, where the taxpayer is a succes- 
sor corporation to the predecessor; and 


(f) 33'4% of the total of all’ amounts, each of 
which is the stated percentage of an amount that 
became receivable by the taxpayer after April 19, 
1983 and in the year and in respect of which the 
consideration given by the taxpayer was a prop- 
erty (other than a. share, depreciable property of a 
prescribed: class or a Canadian resource property) 

“or services the cost of which may reasonably be 
regarded as having been an expenditure that was 
included in computing the mining exploration de- 
pletion base of the taxpayer or in computing the 
mining exploration depletion base of a specified 
predecessor of the taxpayer. 


Related Provisions: 66(5) — Dealers; 66.1(2) — Deduction for 
principal business corporation; 87(1.2) — Amalgamation — contin- 
uing corporation; 88(1.5) — Winding-up — Parent deemed continu- 
ation of subsidiary. . 


Pre-RSC History: That portion of para. 59(3.3)(a) and of (3.3)(b) 
preceding subpara. (i) of each amended to-add “‘the stated percent- 
age of’; that portion of para. (3.3)(a) following subpara. (iii) substi- 
tuted; that portion of para. (3.3)(c): and of (3.3)(d) preceding sub- 
para. (i) of each, and para. (3.3)(e) amended to substitute “after 
December 11, 1979: and before 1990” for “after December 11, 
1979” and para. (3.3)(f) substituted by 1988, c..55, subsecs. 36(1) to 
(6), applicable to 1988 et seg. The substituted, portion: of para. 
59(3.3)(a) and para. 59(3.3)(f) formerly read: 


and in respect.of which the consideration given by the tax- 
payer was. a property (other than a property disposed of by the 
taxpayer tO any person with whom he was: not dealing at 
arm’s length,-a share, depreciable property of a prescribed 
class or a Canadian resource property) or services the cost of 
which may reasonably be regarded as having been an expen- 
diture that was added in computing the earned depletion base 
of the taxpayer or of a person with whom he was not dealing 
at arm’s length or in computing the earned depletion base of a 
predecessor where the taxpayer is a successor corporation to 
the predecessor; 


(f) 333% of the aggregate of all amounts, each of which is an 
amount that became receivable by the taxpayer after April 19, 
1983 and in the year and in respect of which the consideration 
given by the taxpayer was a property (other than a property 
disposed of by the taxpayer to any person with whom he was 
not dealing at arm’s length, a share, depreciable property of a 
prescribed class or a Canadian resource property) or services 
the cost of which may reasonably be regarded as having been 
an expenditure that was included in computing the mining ex- 
ploration depletion base of the taxpayer or of a person with 
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. whom he was not dealing at.arm’s length or in computing the 
mining exploration-depletion base of a specified predecessor 
of the taxpayer. 


All that portion of para. 59(3.3)(a) following subpara. (iii), all that 
portion of paras. 59(3.3)(b), (c) and (d) preceding subpara. (i) of 
each, and para. 59(3.3)(e) amended by 1987, c. 46, subsecs. 16(1) to 
(5), to substitute, in each, “where the taxpayer isa successor corpo- 
ration to the predecessor” for “where; the taxpayer is a successor 
corporation or a second successor corporation.to the predecessor, as 
the case may be”, applicable to taxation years ending after February 
LT) 1987. a 


Paras. 59(3.3)(a), (e),.(f) amended by 1985, c..45, subsecs. 24(4), 
(5) to substitute, in each, “a Canadian resource property” for “a 
property that would have been a Canadian resource property if it 
had been acquired by the taxpayer at the time the consideration was 
given”, applicable to taxation ‘years commencing after 1984. 


Paras. 59(3.3)(a) and (f) substituted by 1984, c. 45, subsecs. 18(1), 
(2), applicable to 1984 et seg.-as to ‘para. 59(3.3)(a) and after April 
19, 1983 as to para. pie eee 3)(f). Paras. 59(3.3)(a) and (f) formerly 
read: 


(a) 33'3%,of the aggregate of all amounts, each of which.1s an 
amount that became receivable by the taxpayer_after Decem- 
ber 11, 1979 and in the year and in respect of which the con- 
sideration given by the taxpayer was a property (other than a 
share, depreciable property of a prescribed class or a property 
that would have been a:Canadian resource property if it had 
been acquired by the taxpayer. at the time the consideration 
was given). or services the cost of which to the taxpayer may 
reasonably be regarded as having been an expenditure that 
was added in computing the taxpayer’s earned depletion base 
or in computing the earned depletion base of a predecessor 
where the taxpayer is a successor corporation or a second 
successor corporation to the predecessor, as the case may be; 


(f) 33'4% of the aggregate of all amounts, each of which is an 
amount that became receivable by the taxpayer after April 19, 
1983 and in the year and in respect of which the consideration 
given by the taxpayer was a‘ property (other than a share, de- 
preciable property of a-prescribed class. or a property that 
would have been a Canadian resource property if it had been 
acquired by the taxpayer at the time the consideration was 
given) or services the cost of which to the:taxpayer may rea- 
sonably be regarded as having been an ‘expenditure that was 
included in computing the taxpayer’s mining exploration de- 
pletion base or in computing the mining exploration depletion 
base of a specified predecessor of the taxpayer. 


Paras. 59(3.3)(a) to (e) amended by substituting “predecessor” for 
“predecessor corporation” wherever that expression appeared; para. 
59(3.3)(f) added by 1984, c. 1, subsecs. 24(2); (3). The amendments 
to paras. 59(3:3)(a) to (e) are applicable with respect to acquisitions 
of property by a successor corporation from a predecessor after 
April 19, 1983. 


Subsec. 59(3.3) added by 1980-81-82-83, c. 48, subsec. 27(6), ap- 
plicable to taxation years ending after December 11, 1979. 


Regulations: 1105 (classes in Schedule II are prescribed). 


(3.4) Definitions — For the purposes of this sub- 
section and subsection (3.3), 


“specified predecessor” of a taxpayer means a per- 
son who is-a predecessor of 
(a) the. taxpayer, or 
(b) a person who is a specified predecessor of the 
taxpayer; 


Pre-RSC. History: The definition 
para. 59(3.4)(c). 


“specified predecessor” was 
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Para. 59(3.4)(c) added by 1984, c. 1, subsec. 24(4), applicable to 
acquisitions of property by a successor corporation from a predeces- 
sor after April 19, 1983. 


“stated percentage” means 


(a) in respect of an amount sede in para- 
graph (3.3)(a) or (f). that became receivable by a 
taxpayer, 
(1) 100% where the amount became receivable 
before July, 1988, 


| (ii) 50% where the amount became receivable 
after June, 1988 and before 1990, and 


(iii) 0% where the amount became receivable 
after 1989, and 


(b) in respect of the disposition described in para- 
graph (3.3)(b) of a depreciable property ofa tax- 


payer, 
(1) 100% where the property was Hisosed of 
before July, 1988, 


(ii) 50% where the property was disposed of 
after June, 1988 and before 1990, and 


(iit) 0% where the property. was disposed of 
after 1989; 


Related Provisions: 59(3.5) — Variation of stated he 


Pre-RSC History: The definition “stated Abia was para. 
59(3.4)(b). See Table of Concordance. 


Para. 59(3.4)(b) added by 1988, c. 55, subsec. 36(7), applicable to 
1988 et seq. 


For earlier para. (b), see History note at end of subsec. (3.4). 


“successor corporation” means a corporation that 
has at any time after November 7, 1969 acquired, by 
purchase, amalgamation, merger, winding-up or oth- 
erwise (other than pursuant to an amalgamation that 
is described in subsection 87(1.2) or a winding-up to 
which the rules in subsection 88(1) apply), from an- 
other person (in this subsection and subsection (3.3) 
referred to-as the “predecessor’’) all or substantially 
all of the Canadian resource properties of the prede- 
cessor in circumstances in which any: of subsection 
29(25) of the Income Tax Application Rules and ‘sub- 
sections. 66.7(1) and (3) to (5) apply. to we 
corporation. 


Pre-RSC History: The definition ‘ 
para. 59(3.4)(a). 


Para. 59(3.4)(a) amended by 1987, c. 46, subsec. 16(6), to substitute 
“in circumstances in which any of subsection 29(25) of the Income 
Tax Application Rulés, 1971 and subsections 66.7(1) and (3) to (5) 
apply to the corporation” for “and that, with respect to acquisitions 
of property. after November 16, 1978 (except in the case of an amal- 
gamation or a winding-up), has jointly elected with the predecessor 
under subsection 66.1(4), 66.2(3) or 66.4(3)”, applicable to taxation 
years ending after February 17, 1987: 


Para. 59(3.4)(a) substituted by 1985, c. 45, subsec. 24(6), applicable 
with respect to acquisitions. occurring after 1982 except that with 
respect to acquisitions occurring after 1982 and in a taxation year 
commencing before 1985, the reference in para. (a) to “Canadian 
resource properties of the predecessor” shall be read as a reference 
o “property of the predecessor used by him in carrying on in Can- 
ada any of the businesses described in any of subparagraphs 
66(15)(h)(i) to (vil) as were carried on by him”. 


‘successor corporation” was 
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Para. 59(3.4)(a) formerly read: | 


(a) “successor corporation” — “successor corporation” 
means a corporation that has, at any. time after November 7, 
1969, acquired, by purchase or otherwise (including an acqui- 
sition as a result of an amalgamation described in section 87), 
from another person (in this subsection and subsection (3.3) 
referred to as the “predecessor”) all or substantially all of the 
property of the predecessor used by him. in carrying on in 
Canada any of the businesses described in any of subpara- 
graphs 66(15)(h)(i) to (vii) as were carried on by him, and 
that, with respect to acquisitions of property after November 
16, 1978 (except in the case of an amalgamation or a wind- 
ing-up), has jointly elected with the predecessor under sub- 
section 66.1(4), 66.2(3) or 66.4(3); 


Para. 59(3.4)(a) amended by 1984, c. 1, subsec. 24(4), applicable to 
acquisitions of property by a successor corporation from a predeces- 
sor after April 19, 1983. Para. (a) formerly read: 


(a) “successor. corporation” means a Corporation: that:has, at 
any time after November 7, 1969, acquired, by purchase or 
otherwise (including an acquisition as a result of an amalga- 
mation described in section 87), from another corporation (in 
this subsection and subsection (3.3) referred to as the “‘prede- 
cessor corporation”) all or substantially: all of the property of 
the predecéssor corporation used by it in carrying on in Can- 
ada any of the businesses described in any of subparagraphs 
66(15)(h)G@) to (vii) as were carried on by it, and that, with 
respect to acquisitions of property after November 16, 1978 
(except in the case of an amalgamation or a winding-up), has 
jointly elected with the predecessor corporation under subsec- 
tion 66.1(4) or 66.2(3); and 


Pre-RSC History [subsec. 59(3.4)]:; Former para. 59(3.4)(b) 
repealed by 1987, c. 46, subsec. 16(6), applicable to taxation years 
ending after February 17, 1987. Para. 59(3.4)(b) formerly read: 


(b). “second successor corporation” — “‘second successor 
corporation’”® means a corporation that has. at any time after 
November 7, 1969 acquired, by purchase, amalgamation, 
merger, winding-up or otherwise (other than pursuant to an 
amalgamation that is described in subsection 87(1.2) or a 
winding-up to which the rules in stibsection 88(1) apply), 
from another corporation (in this paragraph referred to as the 
“first successor corporation’) that was. a successor corpora- 
tion, all.or, substantially all of the Canadian resource proper- 
ties of the first successor corporation and that, with respect to 
acquisitions of property after November 16, 1978 (except in 
the case of an amalgamation or a winding-up), has jointly 
elected with the first. successor corporation under subsection 
66.1(5), 66.2(4) or 66.4(4); and 


Para. 59(3.4)(b) substituted by 1985, c. 45, subsec. 24(6), applicable 
with respect to acquisitions occurring after 1982 except that with 
respect to acquisitions occurring after 1982 and in a taxation year 
commencing before 1985, the reference in para. (b) to “Canadian 
resource properties of the first successor corporation” shall be read 
as a reference to “property of the first successor corporation used by 
it in carrying on in Canada any of the businesses described in any of 
subparagraphs 66(15)(h)(i) to (vii) as were carried on by it”. Para. 
59(3.4)(b) formerly read: 


(b) “second successor corporation” — “second successor 
corporation” means a corporation that has, at any time after 
November 7, 1969, acquired, by purchase or otherwise (in- 
cluding an acquisition as a result of an amalgamation de- 
scribed in section 87), from another corporation (in this para- 
~ graph referred to as the “first successor corporation”) that was 
a successor corporation, all or substantially all of the property 
of the first successor corporation used by it in carrying on in 
Canada any of the businesses described in any of subpara- 
graphs 66(15)(h)(i) to (vii) as were carried on by it, and that, 
with respect to acquisitions of property after November 16, 
1978 (except in the case of an amalgamation or a winding- 
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up), has jointly elected: with the first successor corporation 
under subsection 66:1(5), 66.2(4) or 66.4(4); and 


Para. 59(3.4)(b) amended by 1984, c..1, subsec. 24(4), applicable to 
acquisitions of property by a successor corporation from a predeces- 
sor after April 19, 1983. Para. (b) formerly read: 


(b) “second successor corporation” means a ree in that 
has, at any time after November 7, 1969, acquired, by 
purchase or otherwise (including an acquisition as a result of 
an amalgamation described in section 87), from another cor- 
poration (in this paragraph referred to as the “first successor 
corporation’’) that was a successor corporation, all or substan- 
tially all of the property of the first successor corporation 
used by it in carrying on in Canada any of the businesses de- 
scribed in any of subparagraphs 66(15)(h)(i) to (vii) as were 
carried on by it, and that, with respect-to acquisitions of prop- 
erty after November 16; 1978 (except in the case of an amal- 
“gamation or a winding-up), has jointly elected with the first 
successor corporation under subsection .66.1(5). or 66.2(4). 


Subsec; 59(3.4) added. by 1980-81-82-83, c. 48, subsec. 27(6), ap- 
plicable to taxation years ending, after December. 11, 1979: 


(3.5) Variation of stated percentage — Not- 
withstanding the definition “stated percentage” in 


subsection (3.4), where 


(a) an amount became receivable by a taxpayer 
within 60 days after the end of: 1989 in respect of 
a disposition of property or services, and 


(b) the person to whom the disposition was made 
is a corporation that, before the end of 1989, had 
issued, or had undertaken to issue, a flow-through 
share and the corporation renounces under sub- 
section 66(12.66), effective on December 31, 
1989, an amount in respect of Canadian explora- 
tion expenses that includes. an expenditure in re- 
spect of the amount referred to in paragraph (a), 


the stated percentage in respect of the amount de- 
scribed in paragraph (a) shall be 50%. 


Pre-RSC History: Subsec. 59(3.5) added by 1988, c. 55; subsec. 
36(8), applicable to 1988 et seq. 


(4) [Repealed under former Act] 


Pre-RSC History [subsec. 59(4)]: Subsec. 59(4) Sealed, by 
1985, c..45, subsec. 24(7), applicable with respect to dispositions 
occurring in taxation years commencing after 1984. Subsec. 59(4) 
formerly read: 


(4) Determination of “relevant percentage” — For the pur- 
poses of this section, the “relevant percentage” of proceeds of 
disposition of property is 60% plus the percentage (not ex- 
ceeding 40%) obtained when 5% is multiplied by the number 
of full calendar years in the period commencing at the end of 
1972 and ending with the end of the calendar year in which 
the disposition was made. 


Subsec. 59(4) substituted by 1974-75-76, c. 26, subsec, 29(2), appli- 
cable in respect of dispositions occurring after May 6, 1974. Subsec. 
59(4) formerly read: 


(4) For the purposes of paragraphs (3)(c) and (d), the “rele- 
vant percentage” of any amount receivable as consideration 
for the disposition of property is 60% plus the percentage (not 
exceeding 40%) obtained when 5% is multiplied by the num- 
ber of full calendar years in the period commencing at the end 
of 1972 and ending with the end of the calendar year in which 
the disposition was made. 


(5) Definitions of “disposition” and 
“proceeds of disposition” — In this section, 
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“disposition” and “proceeds of disposition” have the 
meanings assigned by section 54. 
Pre-RSC History: Subsec. 59(5) substituted by 1974-75-76, c. 26, 


subsec. 29(2), applicable in respect of dispositions occurring after 
May 6, 1974. Subsec. 59(5) formerly read: 


(5) In this section, “Canadian resource property” and “foreign 

resource property” have the meanings assigned by section 66. 
Interpretation Bulletins: IT-125R4: Dispositions of resource 
property. 


(6) Definitions in regulations under section 
65 — In this section, “bituminous sands equipment’, 
“Canadian oil and gas exploration expense”, “earned 
depletion. base”, “enhanced recovery equipment’, 
“frontier exploration base’, “mining exploration de- 
pletion base’, “non-conventional lands’, “qualified 
tertiary oil recovery project” and “supplementary de- 
pletion base’ have the meanings assigned by regula- 
tions made for the purposes of section 65. 
Pre-RSC History: Subsec. 59(6) substituted by 1984, -c, 45, sub- 
sec. 18(3), to add “Canadian oil and gas exploration expense”, 
“non-conventional lands” and “qualified tertiary oil recovery co 
ject”, applicable after April 19, 1983. 


Subsec. 59(6) substituted by 1984, c. 1, subsec. 24(5), applicable 
after April 19, 1983, to add “mining exploration depletion base”. 


Subsec. 59(6) added by 1980-81-82-83, c. 48, subsec. 27(7), appli- 
cable to taxation years ending after December 11, 1979. 


Regulations [subsec. 59(6)]: Part XII. 


Definitions [s. 59]: “amount? —248(1); “arm’s length” — 
251(1);. “Canada” — 255; “Canadian exploration. expense” — 
66.1(6), 248(1); “Canadian resource property” —66(15), 248(1); 
“corporation” — 248(1), Interpretation Act 35(1); “depreciable 
property” — 13(21),-248(1); “disposition” — 54, 59(5); “flow- 
through share”, “foreign resource property” — 66(15), 248(1); “oil 
or gas well”, Pee “prescribed” — 248(1); “proceeds of dispo- 
sitio er ”, “share” — 248(1); “specified pred- 
ecessor” — 50(3.4): « ‘stated. percentage” — 59(3.4); “successor cor- 
poration” — 59(3.4); “taxation year” — 249; “taxpayer” — 248(1). 
See also 59(6). 


59.1 Involuntary disposition of resource 
property — Where in a particular taxation year an 
amount is deemed by subsection 44(2) to have be- 
come receivable by a taxpayer as proceeds of dispo- 
sition described in paragraph (d) of the definition 
“proceeds of disposition” in section 54 of any Cana- 
dian resource property and the taxpayer elects, in the 
taxpayer's return of income under this Part for the 
year, to have this section apply to those proceeds of 
disposition, 
(a) there shall be deducted in computing the tax- 
payer’s income for the particular year such 
amount as the taxpayer may claim, not exceeding 
the least of, 


(i) the total of all those proceeds so becoming 
receivable in the particular year by the tax- 
payer to the extent that they have been in- 
cluded in the amount referred to in paragraph 
(a) of the description of F in the definition 
“cumulative Canadian development expense” 
in subsection 66.2(5) or in paragraph (a) of 
the description of F in the definition “‘cumula- 
tive Canadian oil and gas property expense” 
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in subsection 66. Ayes in whe ws of the 
taxpayer, 

(ii) the amount required to be included in 
computing the taxpayer’s income for the par- 
ticular year by virtue of paragraph 59(3.2)(c), 
and 

(iii) the taxpayer’s income for the particular 
year determined without reference to this 
section; 


(b) the amount, if any, by which 
(i) the amount deducted under paragraph (a) 
exceeds 


(ii) the total of such of the Canadian explora- 
tion expenses, Canadian development ex- 
penses and Canadian oil and gas property ex- 
penses made or incurred by the taxpayer in the 
taxpayer’s ten taxation years immediately fol- 
lowing the particular year as were designated 
by the taxpayer in the taxpayer’s return of in- 
come for the year in which the expense was 
made or incurred, 


shall be included in computing the taxpayer’s in- 
come for the particular year and, notwithstanding 
subsections 152(4) and (5), such reassessment of 
the taxpayer’s tax, interest or penalties for any 
year shall be made as is neseseaty: to. give effect 
to such inclusion; and 


(c) any Canadian exploration expense, Canadian 
development expense or Canadian oil and gas 
property expense made or incurred by the tax- 
payer and designated in the taxpayer’s return of 
income in accordance. with subparagraph (b)(ii) 
shall (except for the purposes of subsections 
66(12.1), (12.2), (12.3): and (12.5) and. for the 
purpose of computing the taxpayer’s earned de- 
pletion base within the meaning assigned by reg- 
ulations made for the purposes of section 65) be 
deemed not to be a Canadian exploration. ex- 
pense, a Canadian development expense or. a Ca- 
nadian oil and gas property expense, 'as the case 
may be, of the taxpayer. 


Related Provisions: 66(18)— ‘Members of partnerships: | 


History: That portion of s. 59.1 preceding para. (a) substituted by 
1994. ,C sae penn (LOOT, C49), S95, applicable with respect to 
amounts deemed to have become receivable in taxation years begin- 
ning after 1984. That portion formerly read: 


59.1 Involuntary disposition of resource property — 
Where in a particular taxation year an amount is deemed by 
subsection 44(2) to have become receivable by a taxpayer as 
proceeds of disposition described in paragraph (d) of the defi- 
nition “proceeds of disposition” in section 54 of any property 
described in subsection 59(1.1), (1.2) or (3.1) of the Income 
Tax Act, chapter 148 of the Revised Statutes of Canada, 1952, 
and the taxpayer has filed a return of the taxpayer’s income 
for the year, as required by section 150, in which the taxpayer 
has elected to have this section apply in respect of those pro- 
ceeds of disposition, 


Pre-RSC History: All that portion of s. 59.1 ‘preceding subpara. 
(a)(ii), subpara. 59.1(b)Gi) and para. 59.1(c) substituted by 1980-81- 
82-83, c. 48, subsecs. 28(1)-(3), applicable to taxation years ending 
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after December 11, 1979. That portion, subpara. 59.1(b)(ii) and 
para. 59.1(c) formerly read: 


59.1 Where in a particular taxation year an amount is deemed 
by subsection 44(2) to have become receivable by.a taxpayer 
as proceeds of disposition. described in subparagraph 
54(h)(iv) of any property described in subsection 59(1.1) or 
(3.1) and the taxpayer has filed a return of his income for the 
year, as required by section 150, in which he has elected to 
have this section apply in respect of such proceeds of 
disposition, 

(a) there shall be deducted in computing the taxpayer’s 

income for the particular year such amount as the tax- 

payer may claim, not exceeding the least of, 


(i) the aggregate of all such proceeds so becoming 
receivable in the particular year by the taxpayer to 
the extent that they have been included in the amount 
referred to in subparagraph 66.2(5)(b)(v) in respect 
of the taxpayer, | 


(ii) the aggregate of such of the Canadian exploration 
expenses and Canadian development expenses made 
or incurred by the taxpayer in his ten taxation years 
immediately following the particular year as were 
designated by the taxpayer in his return: of income 
for the year in which the expense was made or 
incurred, 


(c) any Canadian exploration expense or Canadian devel- 
opment expense made or incurred by the taxpayer and 
designated in his return of income in accordance with 
subparagraph (b)(1i) shall (except for the purposes of sub- 
sections 66(12.1), (12.2) and (12.3) and for the purpose 
of computing the taxpayer’s earned depletion base within 
the meaning assigned by regulations made for the pur- 
poses of section 65) be deemed not to be a Canadian ex- 
ploration expense of the taxpayer or a Canadian develop- 
ment expense of the taxpayer, as the case may be. 


S. 59.1 added by 1977-78, c. 1, s. 24, applicable to amounts deemed 
to have become receivable after 1976. 


Definitions [s. 59.1]: “amount” — 248(1); “Canadian develop- 
ment expense” — 66.2(5), 248(1); “Canadian exploration ex- 
pense” — 66.1(6), 248(1); “Canadian oil and gas property ex- 
pense” — 66.4(5), 248(1); “Canadian resource property” — 66(15), 
248(1); “Minister”, “property”, “regulations” — 248(1); “taxation 
year” — 249; “taxpayer” — 248(1). 

Interpretation Bulletins [s. 59.1]: IT-125R4: Dispositions of 
resource properties. 


Subdivision e — Deductions in 
Computing Income 


60. Other deductions — There may be deducted 
in computing a taxpayer’s income for a taxation year 
such of the following amounts as are applicable: | 


(a) capital element of annuity payments — 
the capital element of each annuity, payment in- 
cluded by virtue of paragraph 56(1)(d) in com- 
puting the taxpayer’s income for the year, that is 
to say, 


(1) if the annuity was paid under a contract, an 
amount equal to that part of the payment de- 
termined in prescribed manner to have been a 
return of capital, and 


in Computing Income S. 60(b) 


(ii) if the annuity: was paid under a will or 
trust, such part of the payment as can be es- 
tablished by the recipient not to have been 
paid out of the income of the estate or trust; 


Related Provisions: 58(4) — Government annuities and like an- 
nuities; 110.6(1) —“‘investment income”;;147.4(4) — Deemed an- 
nuity on conversion.of pension rights before 1997 to annuity con- 
tract. commencing after age 69; 148(9)“adjusted cost basis” K — 
Reduction in adjusted cost basis. See additional Related provisions 
and Definitions at end of s. 60. ie’ 


Pre-RSC History: All that portion of para. 60(a) preceding sub- 
para. (i) substituted by 1980-81-82-83, c. 140, subsec. 28(1), appli- 
cable after December 1, 1982. That portion formerly read: 


(a) the capital element of each annuity_payment (other than a 
superannuation or pension benefit, a payment out of or under 
an employee benefit. plan, registered retirement savings plan 
or registered retirement income fund, a payment under an in- - 
come-averaging annuity contract. or a payment of an annuity 
paid or purchased pursuant to a deferred profit sharing plan or 
., pursuant to.a plan referred to in subsection 147(15) as.a “‘re- 
voked plan”) included in computing the taxpayer’s income 
for the year, that is to.say, 
All that portion of para. 60(a) preceding subpara. (i) substituted by 
1980-81-82-83, c. 48, subsec,.29(1), applicable with respect to. pay- 
ments made after 1979. That portion formerly read; 
(a) the capital element of each annuity payment (other than a. 
superannuation or pension benefit, a payment under a regis- 
tered retirement savings plan, a payment under a registered 
retirement income fund, a payment under an income-averag- 
ing annuity. contract or a payment of an annuity paid or pur- 
chased pursuant to a deferred profit sharing plan or pursuant 
to a plan referred to in subsection 147(15) as a “revoked 
plan”) included in computing the taxpayer’s income for the 
year, that is to say, 
All that portion of para. 60(a) preceding subpara. (i) substituted by 
1977-78, c. 32, subsec. 12(1), to add reference to “‘a‘payment under 
a registered retirement income fund”. 
All that portion of para, 60(a) preceding subpara. (i), substituted by 
1973-74, c. 30, s. 4, to add “or pursuant to,a plan referred to in 
subsection 147(15) as a ‘revoked plan’”, applicable with respect to 
any annuity payment received after February 19, 1973. 


Selected Cases [para. 60(a)]: Speerstra v. MNR, [1973] C.T.C. 
179 (FCTD) (Payments to taxpayer under annuity contracts not re- 
funds of capital). 
Regulations: 300 (prescribed manner). 

Interpretation Bulletins: [T-85R2: Health and welfare trusts for 
employees; IT-111R2: Annuities purchased from charitable organi- 
zations; IT-415R2: Deregistration of registered retirement savings 
plans. 


Advance Tax Ruling: ATR-68: Structured settlement. 


(b) support — the total of all amounts each of 
which is an amount: determined by the formula 


A.= (B +-C) 
where 


A. is the total of all amounts each of which is a 
support amount paid after 1996 and before the 
end of the year by the taxpayer to a particular 
person, where the taxpayer and the particular 
person were living separate and ‘apart at the 
time the amount was paid, 


B.-is the total of all amounts each of which is a 


child support amount that became payable by 
the taxpayer to the particular person under an 
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agreement or order on or after its commence- 
ment day and before the end of the year in re- 
spect of a period that began on or after its 
commencement day, and 


C is the total of all amounts each of which is a 
support amount paid by the taxpayer to the 
particular person after 1996 and deductible in 
computing the taxpayer’s income for a pre- 
ceding taxation year; 


Related Provisions: 4(3) — Deductions applicable; 56(1)(b) — 
Alimony; 56(1)(c) — Maintenance; 56(1)(c.2) — Reimbursement 
of support payments; 56(12) — Allowance must be discretionary; 
56.1(4), 60.1(4) — Definitions of “commencement day”, “support 
amount” and “child support amount”; 60.1(1), (2) — Payments to 
third parties; 60.1(3) — Payments made before agreement signed or 
court order made; 118(5) — No personal credits in respect of person 
to whom support paid; 146(1)‘“earned income’’(f) — Amount under 
60(b) reduces RRSP earned income; 212(1)(f) — Withholding tax 
on alimony or maintenance paid to non-resident before May 1997; 
252(3), (4) — Extended meaning of “spouse”, “former spouse” and 
“marriage”; Canada-U.S. Tax Convention Art. X VIII:6 — Exemp- 
tions for cross-border alimony and support. See additional Related 
provisions and Definitions at end of s. 60. 


History: The description of B in para. 60(b) amended by 1998, c. 
19, subsec. 99(1), applicable to amounts paid after 1996. That 
description formerly read: 


B is the total of all amounts each of which is a child support 
amount that became payable by the taxpayer to the par- 
ticular person under an agreement or order on or after its 
commencement day and before the end of the year in re- 
spect of a period that began after its commencement day, 
and 


Para. 60(b) amended by 1997, c. 25, s. 10, applicable to amounts 
received after 1996. Para. (b) formerly read: 


(b) alimony payments — an amount paid by the taxpayer in 
the year as alimony or other aliowance payable on a periodic 
basis for the maintenance of the recipient, children of the re- 
cipient or both the recipient and the children, if the taxpayer, 
because of the breakdown of the taxpayer’s marriage, was 
living separate and apart from the spouse or former spouse to 
whom the taxpayer was required to make the payment at the 
time the payment was made and throughout the remainder of 
the year and the amount was paid under a decree, order or 
judgment of a competent tribunal or under a written 
agreement; 


Para. 60(b) substituted for paras. (b) and (c) by 1994, c. 7, Sch. VII 
(1993, c. 24), subsec. 20(1), applicable to amounts received under a 
decree, order or judgment of a competent tribunal or under a written 
agreement, with respect to a breakdown of a marriage occurring af- 
ter 1992. Paras. (b) and (c) formerly read: 


(b) alimony payments — an amount paid by the taxpayer in 
the year, pursuant to a decree, order or judgment of a compe- 
tent tribunal or pursuant to a written agreement, as alimony or 
other allowance payable on a periodic basis for the mainte- 
nance of the recipient thereof, children of the marriage, or 
both the recipient and children of the marriage, if the taxpayer 
was living apart from, and was separated pursuant to a di- 
vorce, judicial separation or written separation agreement 
from, the taxpayer’s spouse or former spouse to whom the 
taxpayer was required to. make the payment at the time the 
payment was made and throughout the remainder of the year; 


(c) maintenance payments — an amount paid by the tax- 
payer in the year, pursuant to an order of a competent tribu- 
nal, as an allowance payable on a periodic basis for the main- 
tenance of the recipient thereof, children of the recipient, or 
both the recipient and children of the recipient if, at the time 
the payment was made and throughout the remainder of the 
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year, the taxpayer was living apart from the taxpayer’s spouse 
to whom the taxpayer was required to make the payment; 


Pre-RSC History: Para. 60(c) substituted by 1980-81-82-83, c. 
140, subsec, 28(2), applicable with respect to payments made (a) in 
the case of an order made after December 11, 1979, after that date; 
and (b) in any other case where the taxpayer and the recipient agree 
in writing at any time in a taxation year, in the year and subsequent 
taxation years. Para. (c) formerly read: 


(c) an amount paid by the taxpayer in the year, eae to.an 
order of a competent tribunal, as an allowance payable on a 
periodic basis for the maintenance of the recipient thereof, 
children of the recipient, or both the recipient and children of 
the recipient if, at the time the payment was made and 
throughout the remainder of the year, he was living apart 
from the recipient, who was either his spouse or an individual 
described in paragraph 73(1)(d), to whom he was required to 
make the payment; i 


Para. 60(c) amended by 1980-81-82-83, c. 48, subsec. 29(2), appli- 
cable with respect to payments made (a) in the case of an order 
made after December 11, 1979, after that date; and (b) in any other 
case where the taxpayer and the recipient agree in writing at any 
time in a taxation year, in the year and subsequent taxation years. 
Para. (c) formerly read: 


(c) an amount paid by the taxpayer in the year, pursuant to an 
order of a competent tribunal, as an allowance payable on a 
periodic basis for the maintenance of the recipient thereof, 
children of the marriage, or both the recipient and children of 
the marriage, if he was living apart from his spouse to whom 
he was required to make the payment at the time the payment 
was made and throughout the remainder of the year; 


Selected Cases [para. 60(b)]: Paustian v. Canada, [1995] 1 
C.T.C. 2395 (TCC) (Entitlement to deduction under para. 60(b) dis- 
qualifies deduction under s. 118); Burgess v. MNR, [1991] 1 C.T.C. 
163 (FCTD) (Exchange of solicitors’ letters not “written separation 
agreement’); Caston v. Canada, [1990] 1 C.T.C..439 (FCTD); ap- 
pealed to FCA (May 1990), File A-348-90 (Payments pursuant to 
oral agreement and payments made after application adjourned sine 
die not deductible); McKimmon v. The Queen, |1990] 1.C.T.C. 109 
(FCA) (Five annual maintenance payments not deductible; factors 
to be considered); Lariviére v. The Queen, [1989] 1 C.T.C. 297 
(FCA) (Three unequal annual maintenance payments, intended as 
alimentary pension for former spouse, deductible); Gagnon v.. The 
Queen, [1986] 1 C.T.C. 410 (SCC) (Payments, adjustable according 
to municipal and school taxes constituted an “allowance”’); Hanlin 
v. The Queen, [1985] 1 C.T.C..54 (FCTD) (Monthly and annual 
payments deductible as. periodic payments); The Queen v. Taylor 
Estate, [1984] C.T.C. 244 (FCTD) (Payments to “spouse or former 
spouse” not deductible where marriage invalid); Ahern v. The 
Queen, [1982] C.T.C. 362 (FCTD) (Payments made for benefit of 
child, not a child of the marriage, not deductible); The Queen v. Do- 
rion, [1981] C.T.C. 136 (FCTD) (Lump sum in consideration for 
waiver of benefits under marriage contract not deductible); Lavoie 
v. The Queen, [1979] C.T.Cs 48.(FCTD) (Interest.on sum owed to 
taxpayer by province, included in lump sum paid, not deductible); 
Hardtman v. The Queen, [1977] C.T.C. 358 (FCTD) (Maintenance 
payments prior to separation agreement not deductible); The Queen 
v, Guay, [1977] C.T.C, 266 (FCA) (Payments for medical and other 
expenses paid directly to third parties for benefit of former spouse 
and children not deductible); The Queen v. Pascoe, [1975] C.T.C. 
656 (FCA) (Payments of medical and educational expenses on be- 
half of children not “allowance”); A.G. Can. v. Weaver, [1975] 
C.T.C. 646 (FECA) (Payments on account of mortgage and paslity 
expenses not “allowance”). 


Regulations: 100(3)(d) (payroll deduction of employee contubu- 
tion reduces source withholding if required by pre- ‘May 1997 court 
order). 


Interpretation Bulletins: IT-118R3: Aiimony and maintenance; 
IT-325R2: Property transfers after separation, divorce and annul- 
ment; IT-513R: Personal tax credits. 


374 


Subdiv. e — Deductions > 


Forms: T1157: Election for child support payments; T1158: Regis- 
tration of family support payments. 


(c) [Repealed] 


Related Provisions: 60.001 — Application in Ontario. See also 
under 60(b) above. _ 


History: Para. 60(c) repealed by 1997, c. 25, s. 10, applicable to 
amounts received after 1996. Para. (c) formerly read: 


(c) maintenance — an amount paid by the taxpayer in the 
year as an allowance payable on a periodic basis for the main- 
tenance of the recipient, children of the recipient or both the 
recipient and the children, if 


(i) at the time the amount was paid and throughout the 
remainder of the year the taxpayer was living separate 
and apart from the recipient, 


(ii) the taxpayer is the natural parent of a child of the re- 
cipient, and i 


(iii) the amount was received under an order made by a 
competent tribunal in accordance with the laws of a 
province; 
Para. 60(c) substituted for para. (c.1) by 1994, c. 7, Sch. VII (1993, 
c. 24), subsec. 20(2), applicable with respect to orders made after 
1992. Para: (c:1) formerly read: : 


(c.1) idem — an amount paid by the taxpayer in the year, 
pursuant to an order made by a competent tribunal in accor- 
dance with the-laws of a province, as an allowance payable 
on a periodic basis. for the maintenance of the recipient 
thereof, children of the recipient, or both the recipient. and 
children of the recipient if 


(i) the order was made 
(A) after February 10, 1988, or | 


(B) before February 11, 1988 and ‘the taxpayer and 
the recipient jointly elected in writing before the end 
of the-year: to have this paragraph and paragraph 
56(1)(c.1) apply with respect to the payment, 


(ii) at the time the payment was made and throughout the 
remainder of the year, the taxpayer was living apart from 
the recipient, and 

(iii) the taxpayer required to pay the amount is an indi- 
vidual of the opposite sex who ; 


(A) before the date of the order cohabited with the 
recipient in a conjugal relationship, or 


(B) is the natural parent of a child of the recipient; 


Pre-RSC History: Para. 60(c.1) substituted by 1988,.c. 55, subsec. 
37(1), applicable 


(a) with respect to orders made under the laws of Ontario, to 
1986 et seg. (and in applying subpara. (c.1)(i) to such orders 
made after December 11, 1979, the references to “February 10, 
1988” and “February 11, 1988” shall be read as “December 11, 
1979” and “December 12, 1979” respectively); and 


(b) in any other case, to 1988 et seq. 
Para. (c.1) formerly read: 


(c.1) ldem — an. amount paid by. the taxpayer in the year, 
pursuant to an order made in accordance with the laws of a 
province by a competent tribunal, as an allowance payable on 
a periodic basis for the maintenance of the recipient thereof, 
children of the recipient, or both the recipient and children of 
the recipient if, at the time the payment was made and 
throughout the remainder of the year, he was living apart 
from the recipient who was an individual. within a prescribed 
class of persons described in the laws of the province; 


Para. 60 (c.1) added by 1980-81-82-83, c. 140, subsec, 28(2), appli-’ 
cable with respect to payments made (a) in the case of an order 


in Computing Income S. 60(f) 


made after December 11, 1979, after that date; and (b) in any other 
case where the taxpayer and the recipient agree in writing at any 
time in a taxation year, in the year and subsequent taxation years. 


Selected Cases [para. 60(c)]: MNR v. Hastie, [1974] C.T.C. 


131 (FCTD) (Mortgage payments, made to mortgagee, upon ali- 
mentary allowance for benefit of wife and children deductible). 


Regulations: 100(3)(d) (payroll deduction of support reduces 
source withholding). 


Interpretation Bulletins: IT-118R3: Alimony and maintenance; 
IT-325R2: Property transfers after separation, divorce and 
annulment. 


(c.1) [Repealed] 
History: See under para. 60(c). 


(c.2) repayment of support payments — an 
amount paid by the taxpayer in the year or one of 
the 2 preceding taxation years under a decree, or- 
der or judgment of a competent tribunal as a re- 
payment of an amount included under paragraph 
56(1)(b) or (c), or under paragraph 56(1)(c.1) (as 
it applies, in computing the taxpayer’s income for 
the year or a preceding taxation year, to decrees, 
orders and judgments made before 1993) to the 
extent that it was not so deducted for a preceding 
taxation year; 

Related Provisions: 56(1)(c.2) — Reimbursement of support 


payments; 146(1)“earned income”(f) — Amount deducted under 
60(c.2) reduces RRSP earned income. 


History: Para. 60(c.2) added by 1994, c. 7, Sch. VIII (1993, c. 24), 
subsec. 20(3), applicable to payments made after 1990. 


(d) interest on death duties — an amount 
equal to annual interest accruing within the taxa- 
tion year in respect of succession duties, inheri- 
tance taxes or estate taxes; 


Related Provisions: 4(3) — Deductions applicable. See addi- 
tional Related provisions and Definitions at end of s. 60. 


Interpretation Bulletins: IT-203: Interest on death duties. 


(e) [Repealed under former Act] 


Pre-RSC History: Para. 60(e) repealed by 1988, c. 55, subsec. 
37(2), applicable to 1988 et seg. Para. 60(e) formerly read: 


(e) tuition fees — where the taxpayer was during the year a 
student in full-time attendance at a university outside Canada 
in a course leading to a degree, the amount of any fees for his 
tuition paid to the university in respect of a period not ex- 
ceeding 12 months commencing in the year and not included 
in the calculation of a deduction under this subsection for a 
previous year except any such fees 


(i) paid in respect of a course of less than 13 consecutive 
weeks’ duration, . 


(11) paid on his behalf by his employer to the extent that 
the amount thereof exceeds an amount included in his in- 
come for the year in which such payment was made in 
respect of such payment, or 


(iii) paid on his behalf by. the employer of his parent, to 
the extent that the amount thereof is not included in com- 
puting the income of the parent by virtue of subparagraph 
6(1)(b)(x); 
Subpara. 60(e)(iii) added by 1980-81-82-83, c. 140, subsec. 28(3), 
applicable to 1982 et seq. 


(f) [Repealed under former Act] 


375 


S. 60(f) 


Pre-RSC History: Para. 60(f) repealed by 1988, c. 55, subsec. 
37(2), applicable to 1988 et seq. (See s. 118.5.) Para. 60(f) formerly 
read: 
(f) ldem — where the taxpayer was during the year a student 
enrolled at.an educational institution in Canada 


(i) that is a university, college or other educational insti- 
tution providing courses at a post-secondary school level, 


(ii) that is a school operated by or on behalf of Her: Maj- 
esty in right of Canada or a province, a municipality in 
Canada, or a municipal or public body performing a 
function of government in Canada, 


(i11) that is a high school or secondary school providing 
courses leading to a secondary school certificate or di- 
ploma that is a requirement for entrance to a college or 
university, or 


(iv) that is certified by the Minister of Employment and 
Immigration to be an educational institution providing 
courses, other than courses designed for university credit, 
that furnish a person with skills for, or improve a per- 
son’s skills in, an occupation, . 


the amount of any fees for his tuition paid to the educational 
institution in respect of a period not exceeding 12 months 
commencing in the year and not included in the calculation of 
a deduction under this section for a preceding taxation year, if 
such amount exceeds $100 and, in the case of an educational 
institution described in subparagraph (iv), the student is en- 
rolled therein in order to furnish him with skills‘ for, or im- 
prove his skills in, an occupation, except to the extent that 


(v) such amount was paid.on his behalf by his employer 
and was not included in computing his income for the 
year in which such payment was made, or 


(vi) such amount was included as part of an allowance 
received by his parent on his behalf from an employer 
and was not included in computing the income of his par- 
ent by virtue of subparagraph. 6(1)(b)(x); 


All that portion of para. 60(f) following subpara. (iii) substituted by 
1980-81-82-83, c. 140, subsec. 28(4), applicable to 1982. et seq. 
That portion formerly read: 


(iv) that is certified by the Minister of Manpower and Im- 
migration to be an educational institution by which 
courses are conducted that provide or improve the quali- 
fications of a person for employment or for the carrying 
on of a business or profession, 


the amount of any fees for his tuition paid to the educational 
institution in respect of a period not exceeding 12: months 
commencing in the year and not included in the calculation of 
a deduction under this subsection for a previous. year, if such 
amount exceeds $25, but where such amount was paid on his 
behalf by. his employer, only the part thereof that does not 
exceed the amount included in his income for the year in 
which such payment was made in respect of such payment; 


(g) [Repealed under former Act] 


Pre-RSC History: Para. 60(g) repealed by 1988, c..55, subsec. 
37(2), applicable to 1988 et seg. (See s. 118.5.) Para. 60(g) formerly 
read: 


(g) Idem — where the taxpayer resided. during the whole of 
the year in Canada near the boundary between Canada and 
the United States of America, if 


(i) he was during the year a student enrolled at an educa- 
tional institution in the United States that is a university, 
college or other educational institution providing courses 
at a post-secondary school level, and 


(ii) he commuted to that educational institution in the 
United States, , 


the amount of any fees for his tuition paid to the educational 
institution in respect of a period not exceeding 12 months 
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commencing in the year and not included in the calculation of 
a deduction under this section for a preceding taxation year, if 
such amount exceeds $100, except to the extent that 


(iii) such amount was paid on his behalf by his employer 
and was not included in computing his income for the 
year in which such payment was made, or 


(iv) such amount was included as part of an allowance 
received by his parent on his behalf from an employer’ 
and was not included in computing the income of the par- 
ent by virtue of subparagraph 6(1)(b)(x); 


All that portion of para. 60(g) following subpara. (ii) substituted by 
1980-81-82-83, c. 140, subsec. 28(5), applicable to 1982 ef seq. 
That portion: formerly read: 


the amount of any fees for his tuition paid to the educational 
institution in respect of a period not exceeding 12 months 
commencing in the year and not included in the calculation of 
a deduction under this subsection for a previous year, if such 
amount exceeds $25, but where such amount was paid on his 
behalf by his employer, only the part thereof that does not 
exceed the amount included in his income for the year in 
which such payment was made in respect of such payment; 


(h) [Repealed under former Act] 
Pre-RSC History: Para. 60(h) repealed by 1988, c: 55, subsec. 
37(2), applicable to 1988 et seg. (See s. 118.7.) Para. 60(h) formerly 
read; 
(h) Canada Pension Plan contributions — an amount pay- 
able by the taxpayer in respect of self-employed earnings for 
the year'as a contribution under the’ Canada Pension Plan or 
under a provincial pension plan as defined in section 3 of the 
Canada Pension Plan. 


(i) premium or payment under RRSP or 
RRIF — any amount that is deductible under sec- 
tion 146 or subsection 147.3(13.1) in computing 
the income of the taxpayer for the year; 


Related. Provisions: 4(3)— Deductions applicable; 


~ 127.52(1)(a) — Limitation on deduction for minimum tax purposes; 


146(5), (5.1), (6), (6.1), (8.2) — RRSP payments and premiums de- 
ductible; 152(6) — Reassessment. See additional Related provisions 
and Definitions at end of s. 60. age 
History: Para. 60(i) amended by 1994, c. 7, Sch. VII (1993, c. 24), 
subsec. 20(4), applicable to 1992 et seq: Para. (1) formerly read: 


(i) premium or payment under RRSP — any amount that 
by virtue of section 146 is deductible in computing the in- 
come of the taxpayer for the taxation year; 


Pre-RSC History: Para. 60(i) substituted by 1977-78, c. 1, subsec. 
25(1). Para. 601) formerly read: 


(i) an amount paid by the taxpayer as a premium under a reg- 
istered retirement savings plan, or as a payment to or under 
such a plan under which his spouse is the annuitant, as per- 
mitted by section 146; 


Para. 60(4) substituted by 1974-75, c. 26, subsec. 30(1), applicable 
to 1974 et seq. Para. 60(i) formerly read: 


(i) premium under registered retirement savings plan — 
an amount paid by the taxpayer as a premium, under a regis- 
tered retirement savings plan as permitted by section 146; 


Regulations: 100(3)(c) (payroll deduction of RRSP contribution 
reduces source withholding). 
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Interpretation Bulletins: IT- Ne Contributions to registered 
retirement savings plans. 


(j) transfer of Slipetannuation benefits — 
such part of the total of all amounts each of 
which is 


(i) a superannuation or pension benefit (other 
than any amount in respect of the benefit that 
is deducted in computing the taxable income 
of the taxpayer for a taxation year because of 
subparagraph 110(1)(G) or a benefit that is 
part of a series of periodic payments) payable 
out of or under.a pension plan that is not a 
registered pension plan, attributable to ser- 
vices rendered by the taxpayer or a spouse or 
former spouse of the taxpayer in a period 
throughout which that person was not resident 
in Canada, and included in computing the in- 
come of the taxpayer for the year because of 
subparagraph 56(1)(a)(i), or | 
(ii) an eligible amount in respect of the tax- 
“payer for the year under section 60.01, sub- 
section 104(27) or (27.1) or paragraph 
147(10.2)(d), 


as 


(iil) is designated by the taxpayer in the tax- 
payer’s return of income under this Part for 
‘the year, and 


(iv) does not exceed the total of all amounts 
each of which is an amount paid by the tax- 
payer in the year or within 60 days after the 
end of the year 


(A) asa contribution to or under a regis- 


tered pension plan for the taxpayer’s bene- 


fit, other than the portion thereof deducti- 
_.ble under paragraph 8(1)(m) in computing 
the taxpayer’s income for the year, or 
(B) as a premium (within the meaning as- 
signed by subsection 146(1)) under a regis- 
tered retirement savings plan under which 
the taxpayer is the annuitant (within the 
meaning assigned by subsection 146(1)), 
other than the portion thereof designated 
for a taxation year for the purposes of par- 
agraph (1), | 
to the extent that the amount was not deducted 
in computing the taxpayer’s income for a pre- 
ceding taxation year; 
Related Provisions: 60(j.01)— Transfer of surplus; 60.2(1) — 
Refund of undeducted past service AVCs; 104(27) — Pension bene- 
fits; 104(27.1) — DPSP benefits; 127.52(1)(a) — Limitation on de- 
duction for minimum tax purposes; 146(5)— Amount of RRSP 
premiums deductible; 146(6.1) — Recontribution of certain with- 
drawals; 
ceived taxable; 146(16) — RRSP — deduction on transfer of funds; 
147(10.2) — Single payment on retirement etc.; 147(21) — Restric- 
tion re transfers; 147.1(3)(a) Deemed registration; 147.3 — 
Transfer from RPP; 147.:3(12)— Restriction re _ transfers; 
204.2(1)(b)(i)(A) — Excess amount for a year in respect of RRSP; 
212(1)(h)(iii. 1) — Pension benefits;-252(3), (4) — Extended mean- 
ing of “spouse” and “former spouse”. See additional Related provi- 
sions and Definitions at end of s. 60. 


146(8.2) — Amount deductible; 147(10) — Amounts re- | 


S: 60(j) 


History: Subpara. 60(j)(i) amended by 1994, c..7, Sch. VIII (1993, 
c. 24), subsec. 20(5), applicable after 1992. Subpara..(j)(i) formerly 
read: 


(i) a superannuation or pension benefit (other than any 
amount in respect of the benefit that is deducted in computing 
the taxable income of the taxpayer for a taxation year by rea- 
son of subparagraph 110(1)(f)(i) or a benefit that is part of a 
“series of periodic payments) payable out of or under a pen- 

sion plan that is not a registered pension plan, attributable to 
services rendered by the taxpayer or'a spouse (in this subpar- 
agraph having the meaning assigned by subsection 146(1.1)) 
or former, spouse of the taxpayer in a period throughout 
which that person was not resident in Canada, and included in 
computing the income of the taxpayer for the year by reason 
of subparagraph 56(1)(a)(4),, or 


Suboaces 60(j)(i1) amended by 1994, c..7, Sch. If (1991, c. 49), sub- 
sec..34(1), to substitute “under.section 60.01, subsection 104(27)” 
for. “pursuant to subsection 104(27)”, applicable to 1990 et seq. 


Pre-RSC History: Para. 60(j) substituted by 1990, c. 35, subsec. 
5(1), applicable to 1986 et seg. except that 


(a) in its application to the 1986 and 1987 taxation years, para. 
60(j) shall be read as follows: 


(j) such. part of the aggregate of all amounts each of 
which is an amount included in computing the income of 
the taxpayer for the year (other than any portion thereof 
deducted by the ‘taxpayer under subsection 60.2(1) in 
computing the taxpayer’s income for the year) by virtue 
of subparagraph 56(1)(a)(i) (where the amount is re- 
ceived out of or under a registered pension plan or is an 
amount described in subparagraph 6(1)(g)(iii) or clause 
56(1)(a)(i)(A) or. (B)), or subsection 147(10) as 


(i) is designated by the taxpayer in the taxpayer’s re- 
turn of income under this Part for the year, and 


(11) does not exceed the aggregate of all amounts 
each of which is an amount paid by the taxpayer in 
the year or within 60 days after the end of the year 


(A) as, a contribution to or under a registered 
pension plan for the taxpayer’s benefit, other 
than the portion thereof deductible under para- 
graph 8(1)(m) or (m.1) in computing the tax- 
payer’s income for the year, or 


(B) as 'a premium (within the meaning assigned 
by subsection 146(1)) under a registered retire- 
ment savings plan under which the taxpayer is 
the annuitant (within the meaning assigned by 
subsection, 146(1)), other than the portion thereof 
that has been designated for the purposes of par- 
agraph (1), 

to the extent that it was not deducted in computing 

the taxpayer’s income for a preceding taxation year; 


(b) in its application to the 1988 taxation year, para. 60(j) shall 
be read as follows: 


(j) such part of the aggregate of all amounts each of 

which is 
(i), an amount received by the taxpayer (other than 
any portion thereof deducted by the taxpayer under 
subsection 60.2(1) in computing the taxpayer’s in- 
come for the year) that cannot reasonably be consid- 
ered to be a payment in’respect of the actuarial sur- 
plus under a defined benefit provision (within the 
meaning assigned by subsection 147.1(1)) of a regis- 
tered pension plan and that is included in computing 
the income of the taxpayer for the year by virtue of 
subparagraph 56(1)(a)(i) (where the amount is re- 
ceived out of or under a registered pension plan or is 
an amount described in subparagraph 6(1)(g)(iii) or 
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as 


(c) in its application to the 1989 taxation year, para. 60(j) shall 
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clause 56(1)(a)(i)(A) or (B)) or subsection 147(10), 
or 


(ii) an eligible amount in respect of the taxpayer for 
the year pursuant to subsection 104(27) 


(iii) is designated by the. taxpayer in the taxpayer’s 
return of income under this Part for the year, and 


(iv) does not exceed the aggregate of all amounts 
each of which is an amount paid by the taxpayer in 
the year or within 60 days after the end of the year 


(A) as a contribution to or under a registered 
pension plan for the taxpayer’s benefit, other 
than the portion thereof deductible under para- 
graph 8(1)(m) or (m.1) in computing the tax- 
payer’s income for the year, or 


(B) as a premium (within the meaning assigned 
by subsection 146(1)) under a registered retire- 
ment savings plan under which the taxpayer is 
the annuitant (within the meaning assigned by 
subsection 146(1)), other than the portion thereof 
that has been designated for the purposes of par- 
agraph (1), 

to the extent that it was not deducted in computing 

the taxpayer’s income for a preceding taxation year; 


be read as follows: 


(j) such part of the aggregate of all amounts each of 
which is 


as 


(i) an amount received by the taxpayer (other than 
any portion thereof deducted by the taxpayer under 
subsection 60.2(1) in computing the taxpayer’s in- 
come for the year) 


(A) that is part of a series of periodic payments, 
that cannot reasonably be considered to be a pay- 
ment in respect of the actuarial surplus under a 
defined benefit provision (within the meaning 
assigned by subsection 147.1(1)) of a registered 
pension plan, and that is included in computing 
the income of the taxpayer for the year by virtue 
of subparagraph 56(1)(a)(i) (where the amount is 
received out of or under a registered pension 
plan) or subsection 147(10), or 


(B) that is included in computing the income of 
the taxpayer for the year by virtue of subpara- 
graph 56(1)(a)(i) (where the amount is described 
in subparagraph 6(1)(g)(iii) or clause 
56(1)(a)()(A) or (B)), 
(11) an eligible amount in respect of the taxpayer for 
the year, pursuant to subsection 104(27) or (27.1) or 
paragraph 147(10.2)(d), or 


(iii) a prescribed amount 


(iv) is designated by the taxpayer in the taxpayer’s 
return of income under this Part for the year, and 


(v) does not exceed the aggregate of all amounts 
each of which is an amount paid by the taxpayer in 
the year or within 60 days after the end of the year 


(A) as a contribution to or under a registered 
pension plan for the taxpayer’s benefit, other 
than the portion thereof deductible under para- 
graph 8(1)(m) or (m.1) in computing the tax- 
payer’s income for the year, or 

(B) as a premium (within the meaning assigned 


by subsection 146(1)) under a registered retire- 
ment savings plan under which the taxpayer is 


the annuitant (within the meaning assigned by 
subsection 146(1)), other than the portion thereof 
that has been designated for the purposes of par- 
agraph (1), 
to the extent that it was not deducted in fb aurains 
the taxpayer’ s income for: a preceding taxation year; 
and 


(d) in its application to the’ ae taxation year, para. 60(j) shall 
be read as though 


(i) the reference therein to “paragraph 8(1)(m)” were a ref- 
erence to “paragraph 8(1)(m) or (m.1)”, and 


(ii) subpara. 60G)@) in respect of amounts payable in the 
year and before June 7, 1990, were read as follows: 


(i) a superannuation or pension benefit (other than 
any amount in respect of the benefit that is deducted 
in computing the taxable income of the taxpayer for 
a taxation year by reason of subparagraph 
110(1)(HG) or a benefit that is part of a series of peri- 
odic payments) payable out of or under a pension 
plan that is not.a registered pension plan attributable 
to services rendered by a person in a period through- 
out which thé person was not resident in Canada, and 
included in computing the income of the taxpayer for 
the year by reason of subparagraph 56(1)(a)(i), or. 


Para. 60(j) formerly read: 


(j) transfer of superannuation benefits — such part of the 
aggregate of all amounts each of which is an amount included 
in computing the income of the taxpayer for the year by vir- 
tue of subparagraph 56(1)(a)(1) (where the amount is received 
out of or under a registered pension fund or plan or is an 
amount described in subparagraph 6(1)(g)(iii) or clause 
56(1)(a)G)(A) or (B)), or subsection. 147(1) as 


(i) is designated by the taxpayer in his return of income 
under this Part for the year, and | 


(11) does not exceed the aggregate of all amounts each of 
which is an amount paid by him in the year or within 60 
days after the end of the year 


(A) asa contribution to or under a registered pension 
fund‘or plan, other than the portion thereof deducti- 
ble under paragraph 8(1)(m) in computing his in- 
come for the year, or 


(B) as a premium (within the meaning of section 
146) under.a registered retirement savings plan under 
which he is the annuitant (within the meaning of sec- 
tion 146), other than the portion thereof that has been 
designated for the purposes of paragraph (1), 


to the extent that it was not deducted in computing his 
income for a preceding taxation year; 


Para. 60(j) amended by 1984, c. 45, s. 19, to substitute that portion 
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preceding subpara. (i), applicable to 1984 et seq. except that in its 
application to the 1984 taxation year para. om shall be read as 
follows: 


(j) such part of the amount that is the greater of) © 
(i) the aggregate of all amounts each of which is 


(A) an amount received on or before February 15,, 
1984 that is included in computing the income of the 
taxpayer for the year by virtue of subpara.56(1)(a)(i) 
or subsec. 147(10), or 


(B) an amount received after February 15, 1984 that 
is included in computing the income of the taxpayer ° 
for the year by virtue of subpara. 56(1)(a)(i) (where 
the amount is received out or of under a registered 
pension fund or plan or is an amount described in 
subpara. 6(1)(g)(iii). or cl: 56(1)(a)G)(A) or (6) or 
subsec. 147(10), and 
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(ii) the lesser of 


(A) the aggregate of all amounts each of which is an 
amount, paid by him in the year and before February 
16, 1984 as a premium (within the meaning of sec- 
tion 146) under a registered retirement savings plan 
under which he is the annuitant (within the meaning 
of section 146), other than the portion thereof that 
has been designated for the purposes of paragraph 
(1), and ; 


(B) the aggregate of all amounts each of which is an 
amount included in computing the income of the tax- 
payer for the year by. yirtue of subparagraph 
56(1)(a)(i) or subsection 147(10), 


as 
(iii) is designated by the taxpayer in his return of income 
under this Part for the year, and 


(iv) does not exceed the aggregate of all amounts each of 
which is an amount paid by him in the year or within 60 
_days after the end of the year 


(A) as a contribution to or under a registered pension 
fund or plan, other than the portion thereof deducti- 
ble under paragraph 8(1)(m) in computing his in- 
come for the year, or 


(B) as a premium (within the’ meaning of section 
146) under a registered retirement savings plan under 
which he is the annuitant (within the meaning of sec- 
tion 146), other than the portion thereof that has been 
designated for the purposes of paragraph (1), 


to the extent that it was not deducted in computing his 
income for a previous. year; 


That portion of para. 60(j) preceding subpara. (i) formerly read: 


such part of the aggregate of all amounts each of which is an 
amount included in computing the income of the taxpayer for 
the year by virtue of subparagraph 56(1)(a)(j), subsection 
147(10) or any refund of deductions as deferred pay under 
subsection 206.21(1) or (2) of The Queen’s Regulations and 
Orders as 


All that portion of para. 60(j) preceding subpara. (i) substituted by 
1980-8 1-82-83, c. 140, subsec. 28(6), applicable with respect to re- 
tirements occurring after November 12, 1981, other than retirements 
occurring before 1982 pursuant to an arrangement made before No- 
vember 13, 1981.:That portion formerly read: 


(j) transfer of superannuation benefits and retiring al- 
lowances — such part of the aggregate of all amounts each 
of which is an amount included in computing the income of 
the taxpayer for the year by virtue of subparagraph 56(1)(a)(i) 
or (ii) or subsection 147(10) or any refund of deductions as 
deferred pay under subsection 206.21(1) or (2) of The 
Queen’s Regulations and Orders as 


Para, 60(j) substituted by 1980-81-82-83, c. 48, subsec. 29(3), appli- 
cable to 1979 et seq. Para. 60(j) formerly read: 


(j) such part of any amount included in computing the income 
of the taxpayer for the year by virtue of subparagraph 
56(1)(a)(i) or (11) or subsection 147(10) or any refund of de- 
ductions as deferred pay under subsection 206.21(1) or (2) of 
The Queen’s Regulations and Orders as does not exceed the 
amount by which 


(i) any amount paid by him in the year or within 60 days 
after the end of the year 


(A) as a contribution to or under a registered pension 
fund or plan, or 


(B) as a premium, as defined by section 146, under a 
registered retirement savings plan under which he is 
the annuitant (within the meaning of paragraph 
146(1)(a)), 


S. 60(j.01)Gi)(A) 


, to the extent that it was not deductible in computing his 
income for the immediately preceding year, 


exceeds 
(ii) the aggregate of the amounts, if any, deducted under 
paragraph (1), paragraph 8(1)(m) or subsection 146(5) in 
_ computing his income for the year; 
Cl. 60G)G)(B) substituted by 1977-78, c. 32, subsec. 12(2). Cl. 
60(G)()(B) formerly read: 
(B) as a premium, as defined by section 146, under a regis- 
tered retirement savings plan, 


All that portion of para. 60(G) preceding subpara. (i) substituted by 
1977-78, c. 1, subsec. 25(2), applicable after March 31, 1977. That 
portion formerly read: 


(j) such part of any amount included in computing the income 
of the taxpayer for'the year by virtue of subparagraph 
56(1)(a)(i) or (ii) or subsection 146.2(6) or 147(10) or any 
refund of deductions as deferred pay under subsection 
206.21(1) or (2) of The Queen’s Regulations and Orders as 
does not exceed the amount by which 


Subpara. 60(j)(ii) substituted by 1976-77, c. 4, s. 17, applicable to 
1976 et seqg., to substitute.““deducted” for “deductible”. 


All that portion of para. 60) preceding subpara. (i) substituted by 
1974-75-76, c. 26, subsec. 30(1), applicable to 1974 et seg. That 
portion formerly read: 


(j) such part of any amount included in computing the income 
of the taxpayer for the year by virtue of subparagraph 56(a)(i) 
or (ii) or subsection 147(10) as-does not exceed the amount 
by which 
1.T. Application Rules: 40(3), 40(6). 
Interpretation Bulletins: IT-99R4: Legal and accounting fees; 
IT-124R6: Contributions to registered retirement savings plans; IT- 
528: Transfers of funds between registered plans. 


Information Circulars: 79-8R3: Forms to use to directly transfer 
funds to or between plans, or to purchase an annuity. 

Advance Tax Ruling: ATR-31: Funding of divorce settlement 
amount from DPSP. 


Forms: TD2: Tax deduction waiver for a direct transfer of an eligi- 
ble retiring allowance; T2097: Designation of transfers to an RRSP. 


(j.01) transfer of surplus — such part of the 
total of all amounts each of which is an amount 
received by the taxpayer before March 28, 1988 
that can reasonably be considered to be a pay- 
ment in respect of the actuarial surplus under a 
defined benefit provision (within the meaning as- 
signed by subsection 147.1(1)) of a registered 
pension plan and that is included in computing 
the income of the taxpayer for the year by virtue 
of subparagraph 56(1)(a)(i) (other than any por- 
tion thereof deducted by the taxpayer under sub- 
section 60.2(1) in computing the taxpayer’s in- 
come for the year) as 

(i) is designated by the taxpayer in the tax- 

payer's return of income under this Part for 

the year, and 


(ii) does not exceed the total of all amounts 
each of which is an amount paid by the tax- 
payer in the year or within 60 days after the 
end of the year 


(A) as a contribution to or under a regis- 
tered pension plan for the taxpayer’s bene- 
fit, other than the portion thereof deducti- 
ble under paragraph (j) or (j.1) or 8(1)(m) 
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of this Act or paragraph 8(1)(m.1) of the 
Income Tax Act, chapter 148 of the Re- 
vised Statutes of Canada, 1952, in comput- 
ing the taxpayer’s income for the year, or 
(B) as a premium (within the meaning as- 
signed by subsection 146(1)) under a regis- 
tered retirement savings plan under which 
the taxpayer is the annuitant (within the 
meaning assigned by subsection 146(1)), 
other than the portion thereof that has been 
designated for the purposes of paragraph 
G), G-D) or (), 
to the extent that it was not deducted in com- 
. puting the taxpayer’s income for a preceding 
taxation year; 
Related Provisions: 104(27) — Testamentary trust — pension 
benefits; 127.52(1)(a) — Limitation on deduction for minimum tax 
purposes; 146(15)— Amount of RRSP premiums deductible; 


147.3(4.1) — Transfer of surplus — defined benefit to money 
purchase; 204.2(1)(b)(i)(A) — Excess amount in respect of RRSP. 


Pre-RSC History: Para. 60(j.01) added by 1990, c. 35, subsec. 
5(2), applicable to the 1988 taxation year. 


Interpretation Bulletins: IT-99R4: Legal and accounting fees. 


(.02) payment to registered pension 
plan — an amount equal to the lesser.of 


(i) the total of 


(A) all contributions made in the year by 
the taxpayer to registered pension plans in 
respect of eligible service of the taxpayer 
before 1990 under the plans, where the 
taxpayer was obliged under the terms of an 
agreement in writing entered into before 
March 28, 1988 to make the contributions, 
and 


(B) all amounts each of which is an 
amount paid in the year by the taxpayer to 
a registered pension plan as 


(1) a repayment under a prescribed stat- 
utory provision of an amount received 
from the plan that was included under 
subsection 56(1) in computing the tax- 
payer’s income for a taxation year end- 
ing before. 1990, where the taxpayer 
was obliged as a consequence of a writ- 
ten election made before March 28, 
1988 to make the repayment, or — 


(II) interest in respect of a repayment 
referred to in subclause (I), 


other than the portion of that total that is de- 
ductible under paragraph 8(1)(m) or para- 
graph (.03) in computing the taxpayer’s in- 
come for the year, and 

(ii) the total of all amounts each of which is an 
amount paid out of or under a registered pen- 
sion plan as part of a series of periodic pay- 
ments and included under subsection 56(1) in 
computing the taxpayer’s income for the year, 
other than the portion of that total that can 
reasonably be considered to have been desig- 
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nated by the Dey tae for the purpose of para- 
graph (j.2); 
Related Provisions: 60(j.04) — Repayments of post-1989 pen- 
sion benefits; 127.52(1)(a) — Limitation on deduction for minimum 
tax purposes. 
History: Para. 60(j.02) added by 1994, c.7, Sch. VIII (1993, c. 24), 
subsec. 20(6), applicable to 1990 et seg. . 
Regulations: 6503 (prescribed 
60G-02)(1)(B)(D). 
(j.03) repayments of pre-1990 pension 
benefits — an amount equal to the lesser of 


(i) the total of all amounts each of which is an 
amount paid in the year or a preceding taxa- 
tion year by the taxpayer to a registered pen- 
sion plan that was not deductible in comput- 
ing the taxpayer’s income for a preceding 
taxation year and that was paid as 


(A) a repayment under a prescribed statu- 
tory provision of an amount received from 
the plan that was included under subsec- 
tion 56(1) in computing the taxpayer’s in- 
come for a taxation gear ending before 
1990, or 


(B) interest in respect of a repayment re- 
ferred to in clause (A), and : 


(ii) the amount, if any, by which $3,500 ex- 
ceeds the amount deducted under paragraph 
8(1)(m) in computing the taxpayer’s income 
for the year; 

Related Provisions: 60(.02) — Payments to registered pension 


plan; 127.52(1)(a) — Limitation on deduction for minimum tax 
purposes. 
History: Para. 60(j.03) added by 1994, c. 7, Sch. “VIII (1993, c. 24), 
subsec. 20(6), applicable to 1991 et seq. 
Regulations: 6503 (prescribed 
60(j.03)(i)(A)). 
(j.04) repayments of post-1989 pension 
benefits — the total of all amounts each of 
which is an amount paid in the year by the tax- 
payer to a registered pension plan as 


(i) a repayment under a prescribed statutory 
provision of an amount received from the plan 
that 


(A) was included under subsection 56(1) in 
computing the taxpayer’s income for a tax- 
ation year ending after 1989, and = 


statutory provisions for 


statutory provisions for 


(B) can reasonably be considered not to 
have been designated by the taxpayer for 
the purpose. of paragraph (j.2), or. 
(ii) interest in respect of a repayment referred 
to in subparagraph (i), 
except to the extent that the total was deductible 
under paragraph 8(1)(m) in SOmPUNRE the tax- 
payer’s income for the year; 


Related Provisions: 127.52(1)(a) — Limitation on deduction for 
minimum tax purposes. 


History: Para. 60(j.04) added by 1994, c. 7, Sch. VIII (1993, c. 24), 
subsec. 20(6), applicable to 1990 et seq. 
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Regulations: 6503 - (prescribed 

60(j.04)(i)). 
(j.1) transfer of retiring allowances — such 
part of the total of all amounts each of which is 
an amount paid to the taxpayer by an employer, 
or under a retirement compensation arrangement 
to which the employer has contributed, as a retir- 
ing allowance and included in computing the tax- 
payer’s income for the year by virtue of subpara- 
graph 56(1)(a)(ii) or paragraph 56(1)(x) as 


(i) is designated by the taxpayer in the tax- 
payer’s return of income under this Part for 
the. year, 


statutory provisions for 


(11) does not exceed the amount, it any, by 
which the total of » 


(A) $2,000 multiplied by the number of 
years before 1996 during which the em- 


ployee or former employee in respect of 


-whom the payment was made (in this para- 
graph referred to as the “retiree”) was em- 
ployed by the employer or a person related 
to the employer, and 


(B) $1,500. multiplied by, the number by 
which the number of years before 1989 de- 
scribed in clause (A) exceeds the number 
that can reasonably. be regarded as the 


equivalent number of years before 1989 in > 


respect of which employer ‘contributions 
under either a pension plan or a deferred 


profit sharing plan of the employer or a 


person related to the employer had vested 
in the retiree at the time of the payment 


exceeds the total of | 
(C) all amounts deducted under this para- 


graph in respect of amounts paid before 


the year in respect of the retiree 


(1) by the employer or a person related 
to the employer, or 


(II) under a retirement compensation 
arrangement to which the employer or a 
person related to the employer has 
contributed, 


(C.1). all other amounts deducted. under 
this paragraph for the year in respect of 
amounts. paid in the year in TRSBeeh of the 
retiree 


(1) by a person related to the employer, 
or 


(iI) under a retirement compensation 


arrangement to which a person related 


to the employer has contributed, and 


(D) all amounts deducted under paragraph 
(t) in computing the retiree’s income for 
the year in respect of a retirement compen- 
sation arrangement. to which the employer 
or a person related to the employer has 
contributed, and 


381 


S. 60(j.1) 


(iii) does not exceed the total of all amounts 
each of which is an amount paid by the tax- 
payer in the year or within 60 days after the 
end of the year in respect of the amount so 
designated 


(A) as a contribution to or under a regis- 
tered pension plan, other than the portion 
thereof deductible under’ paragraph ® or 
8(1)(m) in computing the taxpayer’s in- 
come for the year, or 


(B) as a premium (within the meaning as- 
signed by section 146) under a registered 
retirement savings plan under which the 
taxpayer is the annuitant (within the mean- 
ing assigned by section 146), other than 
the portion thereof that has been desig- 
nated for the purposes of paragraph 3 or 
(), 

“to the extent that it was not deducted in com- 

puting the taxpayer’s income for a preceding 

taxation year 


and for the purposes of this paragraph, “person 
related to the employer” includes 


(iv) any.person whose business. was acquired 
or continued by the employer, and 


(v). a previous employer of the retiree whose 
service therewith is recognized in determining 
the retiree’s pension benefits; 


Related Provisions: 60(j.01)— Transfer of . surplus; 
127.52(1)(a) — Limitation on deduction for minimum tax purposes; 
146(5) — Amount of RRSP: premiums deductible; 146(6.1) — Re- 
contribution of certain withdrawals; 147.3 — Transfer from RPP; 
204.2(1)(b)(i)(A) — Excess amount in respect of RRSP. See. addi- 
tional Related provisions and Definitions at end of s. 60. 


History: Cl. 60G.1)(ii)(A) amended by 1996, c. 21, s. 13, applica- 
ble to 1996 et seg. The clause formerly read: 


(A) $2,000 multiplied by the number of years during which 
the employee or former employee in respect of whom the 
payment was made (in this paragraph referred to as the “re- 
tiree”) was employed by the employer or a person related to 
the employer, and 
That portion of para. 60(.1) Senn cls. (41)(B) and (id) substi- 
tuted by 1994, c. 7, Sch. II (1991, c. 49), subsec. 34(2), applicable 
to. 1990 et seg., except that where a taxpayer so elects in the tax- 
payer’s return of income under Part I for the 1990 taxation year, 


(a) the amendment shall not apply in respect of the taxpayer for 
that year, and ~ | 
(b) the expression “amount paid to the taxpayer” in para. 60(j.1) 
shall be read as “amount paid before July 14, 1990 to the tax- 
payer” for that year. 

That portion formerly read: 
exceeds the total of 


(C) all amounts deducted under this paragraph in respect 
of amounts paid before the year in respect of the retiree 
by the employer or a person related to the employer, or 
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under a retirement compensation arrangement to which 
the employer or the person has contributed, and 


(D) all amounts deducted under paragraph (t) in comput- 
ing the retiree’s income for the year, and 


(iii) does not exceed the total of all amounts each of which is 
an amount paid by the taxpayer in the year or within 60 days 
after the end of the year . 
Pre-RSC History: Cl. 60(.1)(ii)(B) amended by 1990, c. 35, sub- 
sec. 5(3), to. substitute. “number of years before 1989” for “number 
of years” (twice), applicable to 1989 et seq. 
Cls. 60(.1)(ii)(B) and (iii)(A) amended by 1990, c. 35, s. 29, to sub- 
stitute “registered pension plan” for “registered pension fund or 
plan”, applicable after 1985. 
All that portion of para. 60(j.1) preceding subpara. (iii) amended by 
1987, c. 46, subsec. 17(1), to substitute the portion of para. 60(j.1) 
preceding subpara. (i) and the portion of subpara. (11) following cl. 
(B), applicable after October 8, 1986. The substituted portions for- 
merly read: 


such part of the aggregate of all amounts each of which is an 
amount paid to the taxpayer by an employer as a retiring al- 
lowance and included in computing his income for the year 
by virtue of subparagraph 56(1)(a)(1i) as 


exceeds the aggregate of all amounts deducted under this par- 
agraph in respect of amounts paid before the year by the em- 
ployer or a person related to the alga ‘in tespect of the 
retiree, and 


Para. 60(j.1) added by 1980-81-82-83, c. 140, subsec. 28(7), appli- 
cable with respect to retirements occurring after November 12, 
1981, other than retirements occurring before 1982 pursuant to an 
arrangement made before November 13, 1981. 


Regulations: 100(3)(c) (no source withholding where amount is 
paid by employer directly to RRSP); 100(3.1) (limitation on extent 
to which payroll deduction of employee contribution reduces source 
withholding). 


Interpretation Bulletins: IT-99R4: Legal and addutiiting fees; 
IT-124R6: Contributions to registered retirement savings plans; IT- 
337R3: Retiring allowances. 


information Circulars: 79-8R3: Forms to use to directly transfer 
funds to or between plans, or to purchase an annuity. 


I.T. Technical News: No. 7 (retiring allowances). 


Advance Tax Ruling: ATR-12: Retiring allowance; ATR-48: 
Transfer of retiring allowance to an RRSP. 


Forms: NRTA1: Authorization for non-resident tax exemption; 
T2097: Designation of transfers to an RRSP; TD2: Tax deduction 
waiver in respect of funds to be transferred, 


(j.2) transfer to spousal RRSP — for taxa- 
tion years ending after 1988 and before 1995, 
such part of the total of all amounts (other than 
amounts paid out of or under a registered retire- 
ment savings plan or a registered retirement in- 
come fund that by reason of section 254 are con- 
sidered to be amounts paid out of or under a 
registered pension plan) paid on a periodic basis 
out of or under a registered pension plan or a de- 
ferred profit sharing plan and included, by reason 
of subsection 56(1), in computing the taxpayer’s 
income for the year as 


(i) is designated by the taxpayer in the tax- 
payer’s return of income under this Part for 
the year, and 


Income Tax Act; 
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(ii) does not exceed the least of 
(A) $6,000, 


(B) the amount, if any, by which that total 
exceeds the part of that total designated for 
the year for the purposes of paragraph (j) 
of this Act or deducted under paragraph 
60(k) of the Income Tax Act, chapter 148 
of the Revised Statutes of Canada, 1952, in 
computing the taxpayer’s income sor the 
‘year, and 


(C) the total of all amounts each of which 
is paid by the taxpayer in the year or 
within 60 days after the end of the year as 
a premium (within the meaning assigned 
by subsection 146(1)) under a registered 
retirement savings plan under. which the 
taxpayer’ § spouse (or, where the taxpayer 
died in the year or within 60 days after the 
_. end of the year, an individual who was the 
taxpayer’s spouse immediately before the 
death) is the annuitant (within the meaning 
assigned by subsection 146(1)), to. the ex- 
tent that the amount was not deducted in 
- computing the taxpayer’s income for a pre- 
ceding taxation year; 
Related Provisions: 60(.02) — Payment to registered pension — 
plan; 606.04) —Repayments of post-1989 pension benefits; 
i Limitation on de: 
duction for minimum tax purposes; MAGLLse “earned income” 
146(5.1)— Amount. of spousal RRSP premiums deductible: 
146(8.3) — Spousal RRSP payments; 146(16) RRSP — deduc- 
tion on transfer of funds; 146.3(5.1) — Amount included in income; 
147(21) — Restriction re transfers; 147.1(3)(a) — Deemed registra- 
tion; 147.3(12)(b)(@’) — RPP = restriction*~ re transfers; 
204.2(1){b)()(A) — Excess amount..in respect. of RRSP; 
212(1)(h)Gu.1)(B), 212(1)(m)Gi) — Exemption on pemeys to non- 
resident. 
History: Cl. 60(j.2)(ii)(C) substituted by 1994, c. 21, subsec. 26(1), 
applicable to 1992 et seg. That cl. formerly read: 


(C) the, total of all amounts each of which is an amount paid 
by the taxpayer in the year or within 60 days after the end of 
the year as a premium (within the meaning assigned by sub- 
section '146(1)) under a registered retirement savings plan 
under which the taxpayer’s spouse 1s the annuitant (within the 
meaning assigned by subsection 146(1)), to the extent that the 
amount was not deducted in computing the taxpayer’s income 
for a preceding taxation year; 


Pre-RSC History: Para.:60(j.2) added by 1990, c. 35, subsec. 5(4), 
applicable to 1989 et seq. — ~ 

Interpretation Bulletins: IT-99R4: Legal and accounting fees; 
IT-307R3: Spousal registered retirement savings’ plans. 
Information Circulars: 79-8R3: Forms to use to directly transfer 
funds to or between plans, or to purchase an annuity. 

Forms: T2097: Identification of amounts transferred to an RRSP. 


(k) [Repealed under former Act] 


Pre-RSC History: Para. 60(k) repealed by 1990, c. 35, subsec. 
5(5), applicable to 1990 et seq.; and in its application to the 1989 
taxation year para. 60(k) shall be read as follows: 


(k) transfers to Sie profit sharing Blane ee the least 
of 
(i) the aggregate of all amounts each of which is an 
amount paid-by ‘the taxpayer in the year or within 60 days 
after the end of the year to a trustee under a deferred 
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profit sharing plan that had at least 5 beneficiaries at all 
times throughout the year, to the extent that the amount 
was not deducted in computing the taxpayer’s income for 
the immediately preceding taxation year, 


(ii) the aggregate of all amounts each of which is an 
amount that is included in computing the taxpayer’s in- 
come for the year by reason of subsection 147(10) and is 
either part of a series of periodic payments or a pre- 
scribed amount, and 


(ii1) the amount by which the aggregate of 


(A) the aggregate that is determined under paragraph 
-(j) in respect of the taxpayer for the year by adding 
‘the amounts referred to in subparagraphs (i) to (iii) 

thereof, and 


(B) the aggregate of all amounts each of which is 
such portion of a prescribed amount as is not in- 
cluded in the aggregate referred to in clause (A) 
exceeds the amount, if any, deductible under paragraph 
« G) in computing the taxpayer’s income for the year; 
Para. 60(k) formerly read: 
(k) transfers to deferred profit sharing plans — the least 
of 
(i) any amount paid by the taxpayer in the year or within 
60 days, after the end.of the year to a trustee under a de- 
ferred profit sharing plan that had at least 5 beneficiaries 
at all times throughout the year, to the extent that it was 
not deductible in computing his income for the immedi- 
ately preceding year, — 


(11) any amount included in computing his income for the 
year by virtue of subsection 147(10), and 
(iii) the amount by which 


(A) the aggregate of amounts included in computing 
his income for the year by virtue of subparagraph 
56(1)(a)(i) and subsection 147(10) 


exceeds 
(B) the amount, if any, deductible under paragraph 
(j) in computing his income for the year; 


Cl. 60(k)(ii1)(A) substituted by 1980-81-82-83, c. 140, subsec. 
28(8), applicable with respect to retirements occurring after Novem- 
ber 12; 1981, other than retirements occurring before 1982 pursuant 
to an arrangement made before November 13, 1981.) Cl. 
60(k)(i1i)(A) formerly read: 


(A) the aggregate of amounts included in computing his in- 
come for the year by virtue of subparagraphs 56(1)(a)(@) and 
(ii) and subsection 147(10) 

(1) transfer of refund of premium under 
RRSP — the total of all amounts each of which 
is an amount paid by or on behalf of the taxpayer 
in the year or within 60 days after the end of the 
year 


(i) as a premium under a registered retirement 
savings plan under which the taxpayer is the 
annuitant, 


(ii) to acquire, from a person licensed or oth- 
erwise authorized under the laws of Canada or 
a province to carry on in Canada an annuities 
business, an annuity 


(A) under which the taxpayer is the 
annuitant 


(1) for the taxpayer’s life, or for the 
lives jointly of the taxpayer and the tax- 
payer’s spouse either without a guaran- 
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teed period, or with a guaranteed period 
that is not greater than 90 years minus 
the lesser of the age in whole years of 
the taxpayer and the age in whole years 
of the taxpayer’s spouse at the time the 
annuity was acquired, or 


(I) for a term equal to 90 years minus 
the age in whole years of the taxpayer 
or the age in whole years of the tax- 
payer’s spouse, at the time the annuity 
was acquired, or 


(B) under which the taxpayer, or a trust 
under which the taxpayer is the sole person 
beneficially interested in amounts payable 
under the annuity, is the annuitant for a 
term not exceeding 18 years minus the age 
in whole years of the taxpayer at the time 
the annuity was acquired 


that does not provide for any payment there- 
under except 


(C) the single payment by or on behalf of 
the taxpayer, 


(D) annual or more frequent periodic 
payments 


(I) beginning not later than one year af- 
ter the date of the payment referred to 
in clause (C), and 


(II) each of which is equal to all other 
such payments or not equal to all other 
such payments solely because of an ad- 
justment that would, if the annuity were 
an annuity under a retirement savings 
plan, be in accordance with subpara- 
graphs 146(3)(b)(ii) to (v), and 


(E) payments in full or partial commuta- 
tion of the annuity and, where the commu- 
tation is partial, 
(I) equal annual or more frequent peri- 
odic payments thereafter, or 


(II) annual or more frequent periodic 
payments thereafter that are not equal 
solely because of an adjustment that 
would, if the annuity were an annuity 
under a retirement savings plan, be in 
accordance with subparagraphs 
146(3)(b) (aii) to (Vv), 
or | 


(iii) to a carrier as consideration for a regis- 
tered retirement income fund under which the 
taxpayer is the annuitant 


where that total 


(iv) is designated by the taxpayer in the tax- 
payer’s return of income under this Part for 
the year, 

(v) does not exceed the total of 


(A) the amount included in computing the 
taxpayer’s income for the year as a refund 


S. 60(1)(v)(A) 


of premiums out of or under a registered 
retirement savings plan under which the 
taxpayer's spouse was the annuitant, 


(B) the amount included in computing the 
taxpayer’s income for the year as a refund 
of premiums out of or under a registered 
retirement savings plan where the taxpayer 
was dependent by reason of physical or 
mental infirmity on the annuitant under the 
plan, 


(B.1) the least of.’ 


(I) the amount paid by or on behalf of 
the taxpayer to acquire an annuity that 


would be described in subparagraph (11) 
if that subparagraph were read without 
reference to clause (A) thereof, 


(11) the amount (other than any portion 
thereof included in the amount deter- 


mined ‘under clause (B) or (B.2)) in- 


cluded in computing the taxpayer’s in- 
come for the. year.as 


1. a payment (other than a payment 
that, is part. of a series of periodic 
payments or that relates to an actua- 
rial surplus) received by the tax- 
_ payer out of or under a registered 
pension plan, 
2. a refund of premiums out of or 
under a registered retirement sav- 
ings. plan, or 
3. a designated benefit in respect of 
a registered retirement income fund 
(in: this clause having the meaning 
assigned by subsection 146.3(1)) 


as.a consequence of the death of an in- 
dividual of whom the taxpayer is a 
child or grandchild, and 


(iI) the. amount, if any, by which the 
amount determined for the year under 
subclause (II) in respect.of the taxpayer 
exceeds the amount, if any, by which 


1, the total of all designated benefits 
of the. taxpayer for the year in re- 
spect of registered retirement in- 
come. funds 


exceeds 


2. the total of all amounts that 
would be. eligible amounts of the 
taxpayer for the year in respect of 
those funds (within the meaning that 
would be assigned by subsection 
146.3(6.11) if the taxpayer were de- 
scribed in paragraph (b) thereof), 
and : 


(B.2) all eligible amounts of the taxpayer 
for the year in respect of registered retire- 
ment income funds (within the meaning 
assigned by subsection 146.3(6.11)), 
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and, where the amount is paid by a direct 
transfer from the issuer of a registered retire- 
ment savings plan or a carrier of a registered 
retirement income fund, 


(C) the amount included in computing the 
taxpayer’s income for the year as a conse- 
quence of a payment described in subpara- 
graph 146(2)(b)(ii), and 


(D) the amount, if any, by which 


(I) the amount received by the taxpayer 
out of or under a registered retirement 
income fund under which the taxpayer 
is the annuitant [(or, where the tax- 
payer’s spouse died before 1993, under 
which the spouse was the annuitant)] 
and included because of subsection 
146.3(5) in computing the taxpayer’s 
income for the year _, 


exceeds 


(I) the amount, if any, by which the 
minimum amount (within the meaning 
assigned by subsection 146.3(1)) under 
the fund for the year exceeds the total 
of all amounts received out of or under 
the fund in the year by an individual 
who was an annuitant under the fund 
before the taxpayer became the annui- 
tant under the fund and that were in- 
cluded because of subsection 146.3(5) 
in computing that individual’s income 
for the year, and 


(vi) was not deducted in computing the tax- 
payer’s income for a preceding taxation year; 


Related Provisions: 56(1)(d.2) — Income inclusion; 60(j) — 
Transfer of superannuation benefits; 604.01) — Transfer of surplus; 
104(27) — Pension benefits; 127.52(1)(a) — Minimum. tax — ad- 
justed taxable income determined; 146(2), (3) — Acceptance. of 
plan for.registration; 146(5) — Amount of RRSP premiums deduct- 
ible; 146(6.1) — Recontribution of certain withdrawals; 146(8.1) — 
RRSP — deemed receipt of refund of premiums; 146(8.2) — 
RRSP — amount deductible; 146(16) — RRSP — deduction on 
transfer of funds; 146(16)(d) — RRSP —transfer of funds; 
146(21) — Transfer from prescribed provincial pension plan; 
146.3(5.1) — Amount included in income; 146.3(6.11) — Transfer 
of designated benefit; 147.3 — Transfer from RPP; 148(1)(e) — 
Amounts included in computing policyholder’s income; 
204.2(1)(b)(i)(A) — Excess amount for a year in respect of RRSP; 
212(1)(q)G)(B) — Exemption from non-resident withholding tax; 
248(8) — Occurrences as a consequence of death; 252(3), (4) — 
Extended meaning of “spouse”. See additional Related’ provisions 
and Definitions at end of s. 60. ra'tt} 


History: Cls. 60(1)(ii)(A) and (B) amended by 1998, ¢. 19, subsec. 
99(2), applicable to 1989 et seg.. The cls. formerly read: 


(A) under which the taxpayer is the annuitant 


(1) for the taxpayer’s life, or for the lives jointly of the 
taxpayer and the taxpayer’s spouse either with a guaran- 
teed period that is not greater than 90 years minus the age 
~ of the taxpayer or the age of the taxpayer’s spouse, at the 
time of its acquisition or without a guaranteed period, or 


(II) for a term of years equal to 90 minus the age of the 
taxpayer or the age of the taxpayer’s spouse, at the time 
of its acquisition, or 
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(B) under which the taxpayer, or a trust under which the tax- 
payer is the sole person beneficially interested in all amounts 
payable under the annuity, is the annuitant for a term of years 


Pre-RSC History: All that portion of subpara.60(1)(ii) preceding 
cl. (D) substituted, and cl. 60(1)(v)(B.1) added, by 1990, c. 35, sub- 
secs. 5(6), (7), applicable to 1989 et seq.; and in its application to 
the 1988 taxation year cl. 60()Gi)(A) shall be read as follows: 


not exceeding 18 minus the age of the ae at hie time of 
its acquisition ’ 


The opening words of cl. 60(1)(v)(B.1) substituted, subel. (B.1)(ID) 
substituted, and subcl. (IID) added, by 1994, c. 21, subsecs. 26(2), 
(3), applicable to 1993 et seg. The opening words of cl. (B.1) and 
subcl. (II) formerly read: , 


(B.1) the lesser of 


(A) for the taxpayer’s life, or for the lives jointly of the tax- 
payer and the taxpayer’s spouse (in this paragraph having the 
meaning assigned by subsection 146(1.1)), either with a guar- 
anteed period that is not greater than 90 years minus the age 
of the taxpayer, or the age of the taxpayer’s spouse, at the 
time of its acquisition or without a guaranteed period, or 


That portion of subpara. 60(1)(ii) formerly: read: 
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(II) the amount (other than any portion thereof included in the 
amount determined. under clause (B)) included in computing 
the taxpayer’s income for the year as a payment (other than a 
payment that is part of a series of periodic payments or that 
relates to an actuarial surplus) received by the taxpayer out of 
or under’ a registered pension plan, or as a refund of’ premi- 
ums out of or under a registered retirement savings plan, as a 
consequence of the death of an individual, where the taxpayer 
isa child or grandchild of the individual, and. 


(Gk 60(1)(v)(B.2) substituted by 1994, c. 21, subsec. 26(4), applica- 
ble to 1993 et seq.; and subpara. 60(1)(v) shall apply to a taxpayer 
for the 1992 ‘taxation year as if it were read without reference to cl. 
(B.2), unless the taxpayer otherwise elects.by notifying the Minister 
of National Revenue in writing. That cl. formerly, read: 


(ii) to acquire, from a person licensed or otherwise authorized 
under the laws of Canada or a province to carry on in Canada 
an annuities business, an annuity under which he:is the 
annuitant 


(A) for his life, or for the lives joinedy of the taxpayer and 
his spouse, either with a guaranteed period that is not 
greater than 90 years minus’ his age, or the age of his 
spouse, at the time of its acquisition or \hareaae a guaran- 
teed period, or 


(B) for a term of years equal to 90 minus his age, or the 
age of his spouse, at the time.of its acquisition 


that does not provide for any payment thereunder except 
(C) the single payment by the’ taxpayer, 


Para. 60(1) substituted by 1986, c. 55, s. 10, applicable to, 1986 et 


(B.2) the’ amount included in computing the taxpayer’s: in- seg. Para. 60(1) formerly read: 


come for the year that was received by the taxpayer, as a con- 
sequence of the death of the taxpayer’s spouse, out of or 
under a provincial pension plan prescribed for the purposes of 
paragraph (v), 
Cl. 60(1)(v)(D) substituted by 1994, c. 21, subsec. 26(5), applicable 
to 1993 et seg. except that, for the 1993 to 1996 taxation years, 
subcl. 60(1)(v)(D)() shall be read as follows: 


(I) the amount received by the taxpayer out of or under a reg- 
istered retirement*income fund under which the taxpayer is 
the annuitant (or, where the taxpayer’s spouse died: before 
1993, under which the spouse was the. annuitant) and in- 
cluded because of subsection 146.3(5) in computing the tax- 
payer’s income for the year 


Cl. 60(1)(v)(D) formerly read: 


(D) the portion of the amount received by the taxpayer out of 
or under a registered retirement income fund and included in 
computing the taxpayer’s income for the year by virtue of 
subsection 146.3(5) that exceeds the minimum amount 
(within. the meaning assigned by, subsection .146,3(1)) .re- 
quired to be paid to the annuitant in the year under that fund, 
and ‘ 


Subcl. 60(1)(ii)(A)() amended by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 20(7), applicable after 1992. That subcl. formerly read: 


(1) for the taxpayer’s life, or for the lives jointly of the tax- 
payer and the taxpayer’s spouse (in this paragraph having the 
meaning assigned by subsection 146(1.1)), either with a guar- 
anteed period that is not greater than 90 years minus. the age 
of the taxpayer or the age of the taxpayer’s spouse, at the time 
of its acquisition or without a guaranteed period, or 


Cls. 60(1)@i)(D) and (E) amended by the said c. 7, subsec. 20(8), 
applicable to. 1990 et seq. Those cls, formerly read: 


(D) equal annual or more frequent: periodic payments com- 
mencing not later than one year after the date of the payment 
referred to in clause (C), and 


(E) payments in full or partial commutation of the annuity 
and, where the commutation is partial, equal annual or more 
frequent periodic payments thereafter, - 
Cl: 60(1)(v)(B.2) added by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
34(3), applicable to 1990 er seq. 
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(1) transfer of refund of premium under registered 
retirement savings plan — the aggregate of all amounts 
each of which is an amount paid by the taxpayer in the year 
or within 60 days after the end of the year 


(i) asa premium under a registered retirement savings 
plan (within the meaning assigned by section 146) under 
which he is the annuitant (within the meaning assigned 
by section 146), or 


(ii) to acquire, from a person licensed or otherwise au- 
thorized under the laws of Canada or a province to carry 
on in Canada an annuities business, an annuity under 
which he is the annuitant 


(A) for his life, or 
(B) for a term of years equal to 90 minus his age at 
the time of its acquisition 

that does not provide for any payment thereunder except 
(C) the single payment by the taxpayer, and 
(D) equal annuity payments that are to be made an- 
nually or at more frequent periodic intervals and that 


commence not later than one year from the date of 
the payment referred to in clause (C) 


where such aggregate 


(iii) is designated by the taxpayer in his returh of income 
under this Part for the year, 


(iv) does not exceed, in the case of a premium under a 
registered retirement savings plan, the amount included 
in computing his income for the year as a refund of pre- 
miums (within the meaning assigned by section 146) out 
of a registered retirement savings plan under which the 
taxpayer’s spouse was the annuitant, 


(v) does not exceed, in any other case, the amount in- 
cluded in computing his income for the year as a refund 
- of premiums (within, the meaning assigned by section 
146) and the. taxpayer was dependent.on the annuitant 
(within the meaning assigned by section 146) of the reg- 
istered retirement savings plan out of which the refund of 
premiums was paid by reason of physical or mental infir- 
mity, or was the spouse of the annuitant and before the 
end. of the year had attained the age of 71 years, and 


S. 60(D 


(vi) was not deducted in computing his income for a pre- 
ceding taxation year; 


Para. 60(1) substituted by 1980-81-82-83, c. 140, subsec. 28(9), ap- 
plicable to 1982 et seq. Para. 60(1) formerly read: 


(1) such part of the aggregate of amounts paid by the taxpayer 
in the year or within 60 days after the end of the year.as a 
premium (within the meaning of section 146) under a regis- 
tered retirement savings plan under which he isthe annuitant 
(within the meaning of section 146) as 


(1) is designated by the taxpayer in his return of income 
under this Part for the year, 


(11) does not exceed the amount included in computing 
his income for the year by virtue of subsection 146(8) to 
the extent that that amount is a refund of premiums 
(within the meaning of section 146) under a registered 
retirement savings plan received by the taxpayer out of or 
under the plan on or after the death of the person who 
was, immediately before his death, the annuitant thereun- 
der and the taxpayer’s spouse, and 


(iii) was’ not deducted in computing the taxpayer’s in- 
come for a previous year; 


Para. 60(1) substituted by 1980-81-82-83, c. 48, subsec. 29(4), appli- 
cable to 1979 et seq. Para. 60(1) formerly read: 


(1) the lesser of 
(i) the amount, if any, by which 


(A) the aggregate of amounts paid by the taxpayer in 
the year or within 60 days after the end of the year as 
a premium, as defined by section 146, under a‘ regis- 
tered retirement savings plan, to the extent that they 
were not deductible in computing his income for the 
immediately. preceding year, 


exceeds 


(B) the aggregate of amounts deductible under para- 
graph (i) in computing his income for the year, and 


(ii) any amount included in computing his income for the 
year by virtue of subsection 146(8) to. the extent that that 
amount is a refund of premiums, as defined by section 
146, under a registered retirement savings plan received 
by the taxpayer under the plan on or after the death of the 
person who was, immediately before his death, 


(A) the annuitant thereunder, and 
_(B) the taxpayer’s spouse; 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans; IT-307R3: Spousal registered retirement 
savings plans; IT-S500R: RRSPs — death of an annuitant; IT-517R: 
Pension tax credit; IT-528: Transfers of funds between registered 
plans. 


Information Circulars: 79-8R3: Forms to. use to directly transfer 
funds to or between plans, or to purchase an annuity. 


Advance Tax Ruling: ATR-37: Refund of premiums transferred 
to spouse. 


Forms: T212: Pension income allocations/designations; T2030: 
Direct transfer under subpara. 60(1)(v); T2097: Designation of trans- 
fers to an RRSP. 


(m) estate tax applicable to certain prop- 
erty — that proportion of any superannuation or 
pension benefit, death benefit, benefit under a 
registered retirement savings plan or benefit 
under a deferred profit sharing plan, received by 
the taxpayer in the year, on or after the death of a 
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predecessor, in payment of or on account of prop- 
erty to which the taxpayer is the successor, that 


(i) such part of any tax payable under the Es- 
tate Tax Act, chapter E-9 of the Revised Stat- 
utes of Canada, 1970, in respect of the death 
of the predecessor as is determined under that 
Act to be the part thereof applicable to the 
property in payment of or on account of which 
the benefit was so received, 
is of 

(ii) the value of the property in payment of or 
on account of which the benefit was so re- 
ceived, computed as provided for the purpose 
of subsection 62(4) of the Estate Tax Act, 
chapter E-9 of the Revised Stanytes of Canada, 
1970; 


(m.1) succession .duties applicable to 
certain property — that proportion of any. su- 
perannuation or pension. benefit, death benefit, 
benefit under a registered retirement savings 
plan, benefit under a deferred profit sharing plan 
or benefit that is a payment under an income- 
averaging annuity contract, received by the tax- 
payer in the year, on or after the death of a prede- 
cessor, in payment of or on account of property to ~ 
which the taxpayer is the successor, that 


(i) such part of any succession duties payable 
under a law of a province in respect of the 
death of the predecessor as may reasonably be 
regarded as attributable to the property in pay- 
ment of or on account of wisisiet the benefit 
was so received, 
is. of 
(11) the value of the property in payment of or 
on account of which the benefit was so re- 
ceived, as computed for the purposes of the 
_law referred to in subparagraph (i); 
Pre-RSC History: Para. 60(m) substituted, 60(m.1) added by 
1973-74, c. 14, s. 16, applicable to 1972 et seq. in the case of any 


benefit received upon or after the death of a locas ores whose 
death occurred after 1958. 


(n) repayment of pension or benefits — the 
amount of 


(i), any pension described . clause 
S6(1)(a)G)(A), 

(i.1) any amount described in subparagraph 
56(1)(a) Gt), at arth 16 
(ii) | any benefit described in iistixe 
56(1)(a)G)(B), 


(ii.1) any benefit described in Lippalanon 
56(1)(a)(vi), or 


(iii) any amount or benefit described in sub- 
paragraph 56(1)(a)(iv) or paragraph 56(1)(2), 


received by the taxpayer and included in comput- 
ing the taxpayer’s income for the year or a pre- 
ceding taxation year; to the extent of the, amount 
or benefit repaid by the taxpayer in the year oth- 
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erwise than because of Part VII of the Unemploy- 
ment Insurance Act or Part VIt of the se uithea 
ment Insurance Act; 
History: The opening words of para. 60(n) and the portion after 
subpara. (ii.1) amended by 1998, c. 19, subsecs. 99(3) and (4), 
deemed to have come into force on June 30, 1996. The opening 
words and that portion formerly read: 
(n) overpayment of pension or benefits — the amount of 
any Overpayment of 


(ii.2) [Repealed] 

(111) any benefit under the Employment Insurance Act, 

(iv) [Repealed] | 
received by the taxpayer and included in computing the tax- 
payer’s-income for the year or a preceding taxation year, to 
the extent of the amount thereof repaid by the taxpayer in the 


year otherwise than by virtue of Part VII of the Employment 
Insurance Act; 


Para. 60(n) amended by 1996, 'c. 23, para. 187(d) and s. 172.1, to 
substitute “Employment Insurance Act” for “Unemployment Insur- 
ance Act” in subpara. 60(n)(iii) and the closing words of para. 
60(n), and to repeal subpara. 60(n)(iv); the substitutions in force 
June 30, 1996, and the repeal in force January 1, 1998. Subpara. (iv) 
formerly read: 


(iv) any amount described in paragraph 56(1)(m) 


Subpara. 60(n)(i.1) added by 1994, c. 21, subsec. 26(6), applicable 


to repayments made after 1990. 
Subpara. 60(n)(i1.2) repealed by 1994, c. 21, subsec. 26(7), applica- 


ble to repayments made after October 1991. That subpara. formerly - 


read: 

(ii.2) any amount described.in subparagraph 56(1)(a)(vii), 
Subpara. 60(n)(ii.2) added by 1994, c. 7, Sch. IT(199 1c. 49), sub- 
sec. 34(4), applicable: to lat ag made after September 14, 
1989. 
Pre-RSC History: All that portion of para. 60(n) following sub- 


para. (iii) substituted by 1985, c. 45, subsec. 25(1), applicable to 
1984 et seq. That portion formerly read: 


received by the taxpayer in a previous taxation year, to the 
extent of the amount thereof repaid by him in the year other- 
wise than by virtue of 


(iv) the deduction or withholding thereof from any other 
payment made to him in the year, or 


(v) Part VIII of the Unemployment Insurance Act, 1971; 


Subpara. 60(n)(ii.1) added by 1980-81-82-83, c. 140, subsec. 
28(10), applicable with respect to amounts repaid’ after. 1981. 


All that portion of para. 60(n) following subpara. (iii) substituted by 
1979, c. 5, s. 17, applicable to 1979 et seq. That portion formerly 
read: 


received by the taxpayer in a previous taxation year, to the 
extent of the amount thereof repaid by him in the year other- 
wise than by virtue of the deduction or withholding thereof 
from any other payment made to him in the year; 


Forms: T2204: Calculation of UUM overpayment of CPP con- | 


tributions and UI premiums. 


(o) legal expenses — amounts paid by the tax- 
payer in the year in respect of fees or expenses 
incurred in ‘preparing, instituting or prosecuting 
an objection to, or an appeal in relation to, 
(i) an assessment of tax, interest or penalties 
under this Act or an Act of a province that im- 
poses a tax similar to the tax imposed under 
this Act, 
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(i1) a decision of the Canada Employment and 
Immigration Commission, the Canada Em- 
ployment and Insurance Commission, a board 
of referees or an umpire under the Unemploy- 
ment Insurance Act or the Employment Insur- 
ance Act, 


(ii) an assessment of any income tax deducti- 
ble by the taxpayer under section 126 or any 
interest or penalty with respect thereto, or 


(iv) an assessment or a decision made under 
the Canada Pension Plan or a provincial pen- 
sion plan as defined in section 3 of that Act; 
Related Provisions: 56(1)(1) — Reimbursed costs included in in- 
come; 152(1.2) — Rule applies to determination of losses as well as 


assessment. See additional Related provisions and Definitions at 
end of s..60, 


History: Subpara. 60(0)(ii) aiieadal by 1998, c. 19, subsec. 99(5), 
deemed to have come into force on June 30, 1996. The subpara. 
formerly read: 


(ii) a decision of the Canada Employment Insurance Commis- 
sion, a board of referees or an umpire under the Employment 
Insurance Act, 
Subpara. 60(0)(ii) amended by 1996, c. 23, para. '187(d), to substi- 
tute “Employment Insurance Act’ for “Unemployment Insurance 
Act’, in force June 30, 1996, 
Subpara. 60(0)(ii) amended by 1996, c. 11, para. 99(c), to substitute 
“Canada Employment Insurance .Commission” for “Canada Em- 
ployment and Immigration Commission”, in force July 12, 1996. 
Pre-RSC History: Para. 60(0). substituted by. 1980-81-82-83, c. 
48, subsec. 29(5), applicable with respect to expenses incurred after 
December 11, 1979. Para. 60(0) formerly read: 


(o) amounts paid by the taxpayer in the year in respect of fees 
or expenses incurred in preparing, instituting or prosecuting 
an objection.to, or an appeal. in relation to, 


(i) an assessment of tax, interest or penalties, under this 
Act, or ; 


(11) a decision of the Unemployment Insurance Commis- 
sion, a board of referees or an umpire, under the \Unem- 
ployment Insurance Act, 1971; 
Para. 60(0) substituted by 1974-75-76, c. 26, subsec. 30(2), applica- 
ble to, 1975 et seq. Para. 60(0) formerly read: 
(o) amounts'paid by the taxpayer in the year in respect of fees 
or expenses incurred in preparing, instituting or prosecuting 
an objection to, or an appeal in relation to, an assessment of 
tax, interest or penalties under this Act; and _ 


Interpretation Bulletins: IT-99R4: Legal. and accounting fees; 
IT-337R3: Retiring allowances. 


(0.1) legal expenses — the amount, if any, by 
which the lesser of 


(i) the. total of all legal expenses (other, than 
those relating to a division or settlement of 
property arising out of, or. on a breakdown of, 
a marriage) paid by the taxpayer in the year or 
in any of the 7 preceding taxation years to col- 
lect or establish a right to an amount of 


(A) a benefit under a pension fund or plan 
(other than a benefit under the Canada 
Pension Plan or a provincial pension plan 
as defined in section 3 of that Act) in re- 
spect of the employment of the taxpayer or 
a deceased individual of whom the tax- 
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payer was a dependant, relation or legal 
representative, or 


(B) a retiring allowance of the taxpayer or 
a deceased individual of whom the tax- 
payer was a dependant, relation or legal 
representative, and 


(ii) the amount, if any, by which the total of 
all amounts each of which is 


(A) an amount described in clause (1)(A) 
or (B) 


(I) that is received after 1985, 


(I) in respect of which legal. expenses 
described in subparagraph (1) were 
paid, and 


(III) that is included in computing the 
income of the taxpayer for the year or a 
preceding taxation year, or 


(B) an amount included in computing the 
income. of the taxpayer under. paragraph 
56(1)(.1) for the year or a preceding taxa- 
tion year, 


exceeds the total of ali amounts each of which 
is an amount deducted under paragraph (j), 
4.01), G.1) or G.2) in computing the income 
of the taxpayer for the year or a preceding tax- 
ation year, to the extent that the amount may 
reasonably be considered to have been deduct- — 
ible as a consequence of the receipt of an 
amount referred to in clause (A), 


exceeds 


(iii) the portion of the total described in sub- 
paragraph (1) in respect of the taxpayer that 
may reasonably be considered to have been 
deductible under this paragraph in computing 


History: Para. 60(p) repealed by 1994,.c. 7, Sch. VII (1992, c. 48), 
subsec. 2(2), applicable to 1995 et seq. Para. 60(p) formerly read: 


(p) overpayment of allowance — the amount of any over- 
payment of an allowance included under subsection 56(5) in 
computing the taxpayer’s income for the year or a preceding 
taxation year or an amount included because of subparagraph 
115(2)(e)Gii) in computing the taxpayer’s taxable income 
earned in Canada for the year or a preceding taxation year to 
the extent of the amount thereof repaid in the year under the 
Family Allowances Act, or under a law of a province’ that pro- 
vides for the payment of an allowance similar to the family 
allowance provided under the Family Allowances Act; 


Para. 60(p) substituted by 1994, c. 7, Sch. VII (1992, c. 48), subsec. 
2(1), applicable to 1990 et seq., and is to be repealed by subsec. 2(2) 
applicable to 1995 et seg. Para. 60(p) formerly read: 


(p) overpayment of allowance — the amount of any  over- 
payment of an allowance included in computing the tax- 
payer’s income for the year or a preceding taxation year by 
reason of subsection 56(5) of this Act or subsection 56(8). of 
the Income Tax Act, chapter 148 of the Revised Statutes of 
Canada, 1952, or an amount included in computing the tax- 
payer’s taxable income earned in Canada for the year. or a 
preceding taxation year by virtue of subparagraph 
115(2)(e)(Giii) to the extent of the amount thereof that has been » 
repaid in the year under the Family Allowances Act, or under 
a law of a province that provides for the payment of an allow- 
ance similar to the family allowance provided under the Fam- 
ily Allowances Act; 


Pre-RSC History: Para. 60(p) substituted by 1985, c. 45, subsec. 
25(2), applicable to 1984 et seg. Para. 60(p) formerly read: 


(p) overpayment of allowance — the amount of any over- 
payment of an allowance included in computing his income 
in a previous year by virtue of subsection 56(5) or (8) or an 
amount included in his taxable income in a previous year by 
virtue of subparagraph 115(2)(e)(iii) to: the extent that the 
overpayment has been repaid or recovered in the year under 
the Family Allowances Act, 1973, or under a law of a prov- 
ince that provides for the payment of an allowance similar to. 
the family allowance provided under the Family Allowances . 
Act, 1973, otherwise than by the deduction or withholding 
thereof from any other payment made oad that Act or any 


the income of the taxpayer for a preceding Shape 
taxation year; Para. 60(p) added by 1973-74, c. 44, s. 24, proclaimed in force Jan- 
uary 1, 1974. 


Related Provisions: 56(1)(1:1)— Amounts included in in- 
come — amounts received as award or in reimbursement of legal 
expenses paid to collect or establish a right to: retiring allowance, 
etc. See additional Related provisions and Definitions at end of s. 
60. 


History: That portion of subpara. 60(0.1)(i) preceding cl. (A) 
amended by 1994,.c. 7, Sch. VII (1993, :c. 24), subsec. 20(9); appli- 
cable after 1992. That portion formerly read: 


(i) the total of all legal expenses (other:than those relating to a 
division or settlement of property arising from a marriage. or 
other conjugal relationship) paid by the taxpayer after 1985 
and in the year or any of the 7 immediately preceding taxa- 
tion years to collect or establish a right to an amount of 


Pre-RSC History: Para. 60(0.1) added by 1990, c. 39, subsec. 
12(1), applicable to 1986 et seq except that 


(a) with respect to the 1986 and 1987 taxation years subpara. 
(11) shall be read as if the reference therein to “(j.01), G.1) or 
(j.2)” were a reference to “G. 1)”; and 


(b) with respect to the 1988 taxation year, subpara. (ii) shall be | 
read as if the reference therein to “(j.01), (j.1) or (j.2)” were a 
reference to “(j.01) or G.1)”. 


interpretation Bulletins: IT-99R4: Legal and accounting fees. 
(p) [Repealed] 
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(q) refund of income payments — where the 
taxpayer is an individual, an amount paid by the 
taxpayer in the year to a person with whom the 
taxpayer was dealing at arm’s length (in.this par- 
agraph referred to as the “payer’) if 


(1) the amount has been included in computing 
the income of the taxpayer in a preceding tax- 
ation year as an amount described in subpara- 
graph 56(1)(n)@) or paragraph 56(1)(0) paid 
to the taxpayer by the payer, 

(ii) at the time the amount was paid by. the 


payer to the taxpayer a. condition was. stipu- 
lated for the taxpayer to. fulfil, 


(iii) as.a result of the failure of the taxpayer to 
fulfil the condition referred to in subparagraph 


(ii) the taxpayer was required to repay the 


amount to the payer, 


(iv) during the period for which the amount 
referred to in subparagraph (i) was paid the 
taxpayer did not provide other than occasional 
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services to the payer as an officer or under a 
contract of employment, and 


(v) the amount was paid to the taxpayer for 
_the purpose of enabling the taxpayer to further 

the taxpayer’s education; 
Related Provisions: 56(1)(p) — Refund of scholarships, bursa- 


ries and research grants, See additional Related provisions and Defi- 
nitions at end of s. 60. 


Pre-RSC History: Subpara..60(q)(i). amended by 1985, c. 45, 
subsec. 25(3), to substitute “his income for the year or a preceding 
taxation year” for “the income of the taxpayer in a preceding taxa- 
tion year”, applicable to 1984 et seq. 


Subpara. 60(q){i) substituted by 1980-81-82-83, c. 140, subsec. 


28(11), applicable to 1981 et seg. Subpara. 60(q)(i) formerly read: 


(i) the amount has been included in computing the income of 
the taxpayer in a previous year as a wage or salary or as an 
amount described in subparagraph 56(1)(n)(i) or paragraph 
56(1)(0) paid to him by the payer, 
Para. 60(q) added by 1974-75-76, c. 26, subsec. 30(3), applicable to 
1974 et seq. 
Interpretation Bulletins: IT-75R3: Scholarships, fellowships, 
bursaries, prizes, and research grants; IT-340R: Scholarships, fel- 
lowships, bursaries and research grants: 


(r) amounts included under subsec. 
146.2(6) — where an amount has been included 
in computing the income of the taxpayer by vir- 
tue of subsection 146.2(6) of the Income Tax Act, 
chapter 148 of the Revised Statutes of Canada, 
1952 (as it read in its application to the 1985 tax- 
ation year) for any of the taxpayer’s three imme- 
diately preceding taxation years, the taxpayer 
may deduct the lesser of 


(i) the amount that had been so included in 
computing the taxpayer’s income, and 


(i), the total of all amounts used by the tax- 
payer to acquire in the year the taxpayer’s 
owner-occupied home (within the meaning as- 
signed by paragraph 146.2(1)(f) of the Income 
Tax Act, chapter 148 of the Revised Statutes 
of Canada, 1952, as it read in its application to 
the 1985 taxation year), 


except that no amount may be deducted by the 
taxpayer for the year under this paragraph if an 
amount has been deducted 


(iii) under subsection 146.2(6.1) of the Income 
Tax Act, chapter 148 of the Revised Statutes 
of Canada, 1952 (as it read 1n its application 
to taxation years before 1986) in computing 
the taxpayer’s income for any taxation year 
ending before 1986, or 


(iv) under this paragraph for any preceding 
taxation year ending after 1985; 


Related Provisions: See Related provisions and Definitions at 
end of s. 60. 


Pre-RSC History: Para. 60(r) substituted by 1986, c. 6, s. 29, 
applicable to 1986 et seg. Para. 60(r) formerly read: 


(r) contribution under a registered home ownership 
savings plan — any amount that by virtue of section 146.2 
is deductible in computing the income of the taxpayer for the 
taxation year; and 


S. 60(t)(ii)(A.1) 


Para. 60(r) substituted by 1977-78, c, 1, subsec. 25(3). Para. 60(r) 
formerly read: } 


(r) an amount paid by the taxpayer as a contribution under a 
registered home ownership savings plan as permitted by sec- 
tion 146.2. 


Para. 60(r) added by 1974-75-76, c. 26, subsec. 30(3), applicable to 
1974 et seq. 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


(s) repayment of policy loan — the total of 
all repayments made by the taxpayer in the year 
in respect of a policy loan (within the meaning 
assigned by subsection 148(9) made under a life 
insurance policy, not exceeding the amount, if 
~ any, by which 
(i) the total of all amounts required by subsec- 
tion 148(1) to be included in computing the 
taxpayer’s income for the year or a preceding 
taxation year from a disposition described in 
paragraph (b) of the definition “disposition” in 
subsection 148(9) in respect of that policy 


exceeds 


(ii) the total of all repayments made by the 
taxpayer in respect of the policy loan that 
were deductible in computing the taxpayer’s 
income for a preceding taxation year; 


Related Provisions: 148(9) — “value”. See additional Related 
provisions and Definitions at end of s. 60. 


History: That portion of para. 60(s) preceding subpara. (i) amended 
by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 20(10), to substitute 
“all repayments” for “payments”, applicable to repayments made af- 
ter December 20, 1991. 


Pre-RSC History: Para. 60(s) added by 1985, c. 45, subsec. 25(4), 
applicable to 1982 et seq. 


(t) RCA distributions — where an amount in 
respect of a particular retirement compensation 
atrangement is required by paragraph 56(1)(x) or 
(z) or subsection 70(2) to be included in comput- 
ing the taxpayer’s income for the year, an amount 
equal to the lesser of | 


(i) the total of all amounts in respect of the 
particular arrangement so required to be in- 
cluded in computing the .taxpayer’s income 
for the year, and 


(ii) the amount, if any, by which the total of 
all amounts each of which is 


(A) an amount (other than an amount de- 
ductible under paragraph 8(1)(m.2) or 
transferred to the particular arrangement 
under circumstances in which subsection 
207.6(7) applies) contributed under the 
particular arrangement by the taxpayer 
while it was a retirement compensation ar- 
rangement and before the end of the year, 


(A.1) an amount transferred in respect of 
the taxpayer before the end of the year to 
the particular arrangement from another 
retirement compensation arrangement 
under circumstances in which subsection 
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207.6(7) applies, to the extent that the 
amount would have been deductible under 
this paragraph in respect of the other ar- 
rangement in computing the taxpayer’s in- 
come if it had been received by the tax- 
payer out of the other arrangement, 


(B) an amount paid by the taxpayer before 
the end of the year and at a time when the 
taxpayer was resident in Canada to acquire 
an interest in the particular arrangement, or 


(C). an amount that was received or be- 
came receivable by the taxpayer before the 
end of the year and at a time when the tax- 
payer was resident in Canada as proceeds 
from the disposition of an interest in the 
particular arrangement, 


exceeds the total of all amounts each of which 


1S 


(D) an amount deducted under this para- 
graph or paragraph (u) in respect of the 
particular arrangement in computing the 
taxpayer’s income for a preceding taxation 
year, Or 


(E) an amount transferred in respect of the 
taxpayer. before. the end of the year from 
the particular arrangement to another. re- 
tirement compensation arrangement. under 
circumstances in which _ subsection 
207.6(7) applies, to the extent that the 
amount would have been deductible under 
this paragraph in respect of the» particular 
arrangement in computing the taxpayer’s 
income if it had been received by. the tax- 
payer out of the particular arrangement; 


Related. Provisions: 107.2 — Distribution by retirement ,com- 
pensation arrangement. See additional Related provisions and Defi- 
nitions at end of s. 60. 


History: Para. 60(t) amended by 1998, c. 19, subsec. 99(6), appli- 
cable to 1996 et seq. The para. formerly read: 


(t) amount included under para. 56(1)(x) or (z) or 
subsec. 70(2) — where an amount in respect of a retirement 
compensation arrangement is required by paragraph 56(1)(x) 
or (z) or subsection 70(2) to be included in computing the 
taxpayer’s income for the year, an amount equal to the lesser 


of 


(i) the total of all amounts in respect of the arrangement 
so required to be included in the taxpayer’s income for 
the year, and 


(ii) the amount, if any, by which the total of 


(A) all amounts, other than amounts deductible under 
paragraph 8(1)(m.2), contributed under the arrange- 
ment by the taxpayer while it was a retirement com- 
pensation arrangement and before the end of the 
year, 


(B) all amounts paid by the taxpayer before the end 
of the year and at a time when the taxpayer was resi- 
dent in Canada to acquire an interest in the arrange- 
ment, and 


(C) all amounts that were received or became receiv- 
able by the taxpayer before the end of the year and at 
a time when the taxpayer was resident in Canada as 
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proceeds from the disposition of an-interest in the 
arrangement, 


exceeds the total of all amounts deducted under this para- 
graph or paragraph (u) in respect of the arrangement in 
computing the taxpayer’s income for a preceding taxation 
year; 


Pre-RSC History: Cl. 60(t)(ii)(A) amended by 1990, c. 35, sub- 
sec. 5(8), to add “, other than amounts deductible under paragraph 
8(1)(m.2),”, applicable to 1989 et seq. 


(u) RCA dispositions — where an amount in 
respect of a particular retirement compensation 
arrangement is required by paragraph 56(1)(y) to 
be included in computing the taxpayer’s income 
for the year, an amount equal to the lesser of 


(i) the total of all amounts in respect of the 
particular arrangement so required to be in- 
cluded in computing the taxpayer’s income 
for the year, and 


(ii) the amount, if any, by which the total of 
all amounts each of which is 


(A) an amount (other than an amount de- 
ductible under paragraph 8(1)(m.2) or 
transferred to. the particular arrangement 
under circumstances in which subsection 
207.6(7). applies) contributed under the 
particular arrangement by the taxpayer 
while it was a retirement compensation ar- 
rangement and before. the end of the year, 


(A.1) an amount transferred in respect of 
the taxpayer before the end of the year to 
the particular arrangement from another 
retirement compensation arrangement 
under circumstances in which subsection 
207.6(7) applies, to the extent that the 
amount would have been deductible under 
paragraph (t) in respect of the other ar- 
rangement in computing the taxpayer’s in- 
come if it had been received by the tax- 
payer out of the other arrangement, or 


(B) an amount paid by the taxpayer before 
the end of the year and at a time when the 
taxpayer was resident in Canada to acquire 
an interest in the particular arrangement 


exceeds the total of all amounts each of which 


1S 
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(C) an amount. deducted. under paragraph 
(t) in respect of the particular arrangement 
in computing the taxpayer’s income for the 
year or a preceding taxation year, 


(D) an amount. deducted under this para- 
graph in respect of the particular arrange- 
ment in computing the taxpayer’s income 
for a preceding taxation year, or . 


(E) an amount transferred in respect of the 
taxpayer before the end of the year from 
the. particular arrangement to another re- 
tirement compensation arrangement under 
circumstances. in which. subsection 
207.6(7) applies, to the extent that the 
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amount would have been deductible under 
paragraph (t) in respect of the particular ar- 
rangement in computing the taxpayer’s in- 
come if it had been received by the. tax- 
payer out of the particular arrangement; 
Related Provisions: 56(1)(y) — Retirement. compensation” ar- 
rangements; 107.2 — Distribution by a retirement compensation ar- 
rangement. See additional Related provisions and Definitions at.end 
of s. 60. 
History: Para. 60(u) amended by 1998, c. 19, subsec. 99(6), appli- 
cable to 1996 et seg. The para. formerly read: 
- (u) amount included under para. 56(1)(y) — where an 
“amount in respect of a retirement compensation arrangement 
is required by paragraph 56(1)(y) to be included in computing 
the taxpayer’s income for the year, an amount equal to the 
_ lesser of 
(i) the total of all amounts in respect of the arrangement 
so required to be included in the taxpayer’s income for 
- the year, and 


(ii) the amount, if any, by which the total of 


(A) all amounts, other than amounts deductible under 
paragraph 8(1)(m.2), contributed under the arrange- 
ment by the taxpayer while it was a retirement com- 
pensation arrangement and before the end of the 
year, and 

(B) aJl amounts paid by the taxpayer before the end 
of the year and at a time when the taxpayer was resi- 
dent in Canada to acquire an interest in the 
arrangement . 


exceeds the total of 


(C) the total of all amounts deducted under para- 
graph (t) in respect of the arrangement in computing 
the taxpayer’s income for the year or a preceding 
taxation year, and _ 


(D) the total of all amounts deducted under this para- 
graph in respect of the arrangement in computing the 
taxpayer’s. income for a preceding taxation year; 


Pre- RSC History: Cls. 60(u)(ii)(A) amended by 1990, c. 35, sub- 
sec..5(9), to add **, other than amounts. deductible under paragraph 
8(1)(m.2),”, applicable to 1989 et seq. 


Paras. 60(t), (u) added by. 1987, c. 46, subsec. 172), applicable after 
October 8, 1986. 


(v) contribution to a provincial pension 
plan — the least of 


(1) the amount contributed by the taxpayer to 
the taxpayer’s account under a prescribed pro- 
vincial pension plan in the year or within 60 
days after the end of the year to the.extent that 
the amount has not been deducted in comput- 
ing the taxpayer’s income for a preceding tax- 
ation year, 


(ii) the prescribed amount for the year in re- 
spect of the plan, and 


(iii) the amount by which the taxpayer’s 
RRSP deduction limit for the year exceeds the 
total of the amounts deducted under subsec- 
tions 146(5) and (5.1) in computing the tax- 
payer’s income for the year; 
Related Provisions: 18(11)(g) — No deduction for interest paid 
on money borrowed to make contribution; 60(1)(v)(B.2) — Transfer 


of premium under RRSP; 118(3) — Pension tax credit; 60.02 — 
60(v)(iii) applicable since 1991; 146(1) — Unused RRSP deduction 
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room; 146(21) — Transfer from prescribed provincial pension plan. 
See additional Related provisions and Definitions at end of s. 60. 


Pre-RSC History: Subpara. 60(v)(iii) substituted by 1990, c. 35, 
subsec. 5(10), applicable to 1991 et seg. Subpara. (iii) formerly 
read: 


(iii) the amount by which the amount determined in respect of 
the taxpayer for the year under paragraph: 146(5)(a) or (b) 
(whichever is applicable in respect of the taxpayer) exceeds 
- the aggregate of the amounts deducted under subsections 
146(5) and (5.1), in computing his income for the year. 
Para. 60(v) added by 1987, c. 46, subsec. 17(2), applicable to 1987 
et seq. except that, for the 1987 taxation year, the reference in sub- 
para. (1) to “in ihe year” shall be read as a reference to “before the 
end of the year”. 


Regulations: 7800(1) (prescribed  peryee pension plan is the 
Saskatchewan Pension Plan); 7800(2) (prescribed amount). 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans. 


Forms: T2097: Identification of amounts transferred to an RRSP. 


(v.1) Ul.and El benefit repayment — any 
benefit repayment payable by the taxpayer under 
Part VII of the Unemployment Insurance Act or 
Part VII of the Employment Insurance. Act on or 
before April 30 of the following year, to the ex- 
tent that the amount was not deductible in com- 
puting the taxpayer’s income for any preceding 
taxation year; and 
Related Provisions: 56(1)(a)(iv) — Unemployment insur- 
ance/employment insurance benefits taxable; 56(9) — Meaning of 
“income for the year”; 60(n)(iii) — Deduction for repayment under 
other Parts of the UI/EI Act; 63(2) — Child care expenses — in- 
come exceeding income of supporting person. 


History: Para. 60(v.1) amended by 1998; c. 19, subsec. 99(7), 
deemed to have come into force on’ June 30, 1996. The para. for- 
merly read: 


(v.1) Ul benefit repayment — any benefit repayment paya- 
ble by the taxpayer under Part VII of the Employment Insur- 
ance Act on or before April 30 of the following year, to the 
extent that the amount was not deductible in computing the 
taxpayer’s income or taxable income for any preceding taxa- 
tion year; and 

Para. 60(v.1) amended by 1996, c. 23, para. 187(d), to substitute 


“Employment Insurance Act” for “Unemployment Insurance Act’, 
in force June 30, 1996. 


Para. 60(v.1) added by 1994, c. 7, Sch. If (1991, c. 49), subsec. 
34(6), applicable to 1989 et seq. 


(w) tax under Part I.2 — the amount of the tax- 
payer’s tax payable under Part I.2 for the year. 


Related Provisions: 56(9) — Meaning of “income for the year”; 
180.2 — OAS benefits clawback. See additional Related provisions 
and Definitions at end of s. 60. 


Pre-RSC History: Para. 60(w) added by 1990, c. 39, subsec. 
12(2), applicable to 1989 et seq. 


Related Provisions [s. 60]: 4(2), (3)— Whether deductions 
under s. 60 are applicable to a particular source. 


Definitions [s. 60]: “allowance” — 56(12); “amount” — 248(1); 
“annuitant” — 146(1), 146.3(1); “annuity”, “benefit under a de- 
ferred profit sharing plan’, “business” — 248(1);. “Canada” — 255; 
“child” — 252(1); “child support amount”, “commencement 
day” — 56.1(4), 60.1(4); “death benefit” — 248(1); “deferred profit 
sharing erg 147(1), 248(1); “eligible amount” — 60.01; “em 
ployee”, “employee benefit plan”, “employer”, “employment” — 
248(1); “estate” — 104(1), 248(1); “income-averaging annuity con- 
tract” — 61(4), 248(1); “individual” — 248(1); “life insurance pol- 
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icy” —--138(12), 248(1); “marriage” — 252(4)(b); “parent” — 
252(2); “person”; “‘prescribed’, “property” — 248(1); “province” — 
Interpretation Act 35(1); “registered pension plan” —.248(1); “reg- 
istered retirement income fund” — 146.3(1), 248(1); “registered re- 
tirement savings plan”, “RRSP deduction limit” — 146(1), 248(1); 
“related” — 251(2); “resident in Canada” — 250; “retirement com- 
pensation arrangement”, “retiring allowance” —248(1); 
“spouse” — 252(3), (4)(a); “superannuation or pension benefit” — 
248(1); “support amount” — 56.1(4), 60.1(4); “taxable income” — 
2(2), -248(1); “taxation year” —'249; “taxpayer” — 248(1); 
“trust” — 104(1), 248(1), (3); “writing” — Interpretation Act 35(1). 


60.001 Application of subpara. 60(c.1)(i) — In 
the application of subparagraph 60(c.1)() in respect 
of amounts received pursuant to orders made after 
December 11, 1979 under the laws of Ontario, the 
references in that subparagraph to “February 10, 
1988” and “February 11, 1988” shall be read as ref- 
erences to “December 1, 1979” and “December 12, 
1979", respectively. 

Origin of s. 60.001: R.S.C. 1985, c: 1 (5th *Supp.). (Formerly 
contained in the application rule in 1988, c.'55,-s. 37. For the history 
of subparagraph 60(c.1)(i), see under para: 60(c).) 


Definitions: “amount” — 248(1). 


60.01 Eligible amount — For the purpose of para- 
graph 60(j), the amount, if any, by which 


(a) the amount of any payment received by a tax- 
payer in a taxation year out of or under a foreign 
retirement arrangement and included in comput- 
ing the taxpayer’s income because of clause 
56(1)(a)G)(C.1) (other than any portion thereof 
that is included in respect of the taxpayer for-the 
year under subparagraph 60(j)(1) or that is part of 
a series of periodic payments) 


exceeds 


(b) the portion, 1f any, of the payment included 
under paragraph (a) that can reasonably be con- 
sidered to derive from contributions to the for- 
eign retirement arrangement made by a person 
other than the taxpayer or the taxpayer’ S spouse 
or former spouse, 


is an eligible amount in respect of the taxpayer for 
the year. 


History: Para. 60.01(b) amended by.-1994,.c. 7,.Sch. VII-(1993, c. 
24), s. 21, applicable after 1992. Para. (b) formerly read: 


(b) the portion, if any, of the payment included under para- 
graph (a) that can reasonably be considered to derive from 
contributions to the foreign retirement arrangement made by 
a person other than the taxpayer or the taxpayer’s spouse 
(within the meaning assigned by ees "M6(T. 1)) or for- 
mer spouse 


S. 60.01 added by 1994, 'c. 7, Sch. I. (1991, c. 49), s.35, applicable 
to payments received after July 13, 1990. 

Definitions [s. 60.01]: “amount” — 248(1); “foreign retirement 
arrangement” — 248(1); “former spouse” — 252(3); “person” — 
248(1); “spouse” — 252(4)(a); “taxation year” — 249; “tax- 
payer” — 248(1). 

Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans; IT-528: Transfers of funds between regis- 
tered plans. 


Forms: 12097: Identification of amounts transferred to an RRSP. 
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60.02 Application of subpara. 60(v)(iii) — Sub- 
paragraph 60(v)(iii) is applicable to the 1991 and 
subsequent taxation years. 


Origin of s. 60.02: R.S.C. 1985, c. 1 (Sth Supp.). (Formerly 
contained in the application rule in 1990, c. 35, s. 5.) 


Definitions: “taxation year” — 249. 


60.1 (1) Support — For the purposes of paragraph 
60(b) and subsection 118(5), where an order or 
agreement, or any variation thereof, provides for the 
payment of an amount by a taxpayer to a person or 
for the benefit of the person, children in the person’s 
custody or both the person and those. children, the 
amount or any part thereof 


(a) when payable, is deemed to be payable to and 
receivable by that person; and 


(b) when paid, is deemed to have been paid to 
and received by that person. 


Related Provisions: 60.11 — Application to orders made in On- 
tario after May 6, 1974. 


History: Subsec. 60.1(1) amended by 1997, c. 25, subsec. 11(1), 
applicable to amounts paid after 1996. Subsec. (1) formerly read: 


60.1 (1) Maintenance payments — Where a decree, order, 

_ judgment or written agreement described in paragraph 60(b) 
or (c), or any variation thereof, provides for the periodic pay- 
ment of an amount by a taxpayer 


(a) to a person who is 
(i) the taxpayer’s spouse or former spouse, or 


(11) where the amount is paid under an order made by 
a competent tribunal in accordance with the laws of a 
province, an individual of the opposite sex who is the 
natural parent of a child of the taxpayer, or 


(b) for the benefit of the person, children in the custody 
of the person or both the person and those children, 


the amount or any part thereof, when paid, shall be deemed 
for the purposes of paragraphs 60(b) and (c) to have Beet 
paid to and received by that person. 


Subsec. 60.1(1) amended by 1994, c..7, Sch. VII (1993, c. 24), s. 
22, applicable (by subsec. 22(2), as amended by 1994, c. 21, s. 135) 
to amounts paid under a decree, order or judgment made by a com- 
petent tribunal after 1992 or under a written agreement entered into 
after 1992 other than such a decree, order or judgment, or written 
agreement, made with respect to a marriage breakdown that oc- 
curred before 1993. Subsec. (1) formerly read: 


(1) Where, after May 6, 1974, a decree, order, judgment or 
written agreement described in paragraph’ 60(b), (c) or (c.1), 
or any variation thereof, has been made providing for the pe- 
riodic. payment of an amount by a taxpayer 


(a) to a person who is 
(i) the taxpayer’s spouse or former spouse, or 


(ii) where the amount is paid pursuant to an order 
made by a competent. tribunal after February 10, 
1988 in accordance with the laws of a province, an 
individual of the opposite sex who 


(A) before the date of the order cohabited with 
the taxpayer in a conjugal relationship, or 


(B) is the natural parent of a child of the tax- 
payer, or er . . 


(b) for the benefit of the person or children in the custody 
of the person, or both the person and those children, 
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the amount or any part thereof; when paid, shall be deemed, 
. for the purposes of paragraphs 60(b), (c) and (c.1), to have 
been paid to and received by that person. 


Pre-RSC History: Subsec. 60.1(1) substituted by 1988, ¢. 55, 
subsec. 38(1), applicable 


(a) with respect to orders made under the laws of oao, to 
1986 eft seq., and 


(b) in any other case, to 1988 ef seq., 


except that, with respect to amounts paid pursuant to orders made 
after May 6, 1974 under the laws of Ontario, in applying subpara. 
60.1(1)(a)(ii), the reference therein to “February 10, 1988” shall be 
read as a reference to “May 6, 1974”. (See s. 60.11.) Subsec. 
60.1(1) formerly read: 


60.1. (1) Where, after May 6, 1974, a.decree, order, judgment 
or written agreement described in paragraph: 60(b), (c) or 
(c.1); or any: variation thereof, has been made providing for 
the periodic payment of an amount by the taxpayer to or for 
the benefit of a person who is his spouse, former spouse, or, 
where the amount was paid, pursuant to an order made in ac- 
cordance with the laws of a province, an individual within a 
prescribed class of persons described in the laws of the prov- 
ince;.or for the benefit of children in the custody of such a 
person, the amount or any part thereof; when. paid, shall be 
deemed, for the purposes of paragraphs 60(b), (c) and (c.1), 
to have been paid to, and received by that person if, at the 
time the payment was received and throughout the remainder 
of the year in which the payment was received, the taxpayer 
was living apart from that person. 


Subsec. 60.1(1) substituted for s. 60.1 by 1984, c. 45, s. 20, applica- 
ble in respect of payments made after 1983. S. 60.1 formerly read: 


60.1 Where, after May 6, 1974, a decree, order, judgment or 
written agreement described in paragraph 60(b), (c) or (c.1), 
or any variation thereof, hasbeen made providing for the pe- 
riodic payment of an amount by the taxpayer to or for the 
benefit of a person who is his spouse, former spouse, or an 
individual within a prescribed class of persons described in 
the laws of a province, or for the benefit of children in the 
custody of such a person, the amount or any part thereof, 
when paid, shall be deemed, for the purposes of paragraphs 
60(b), (c) and (c.1), to have been paid to and received by that 
person if, at the time the payment was received and through- 
out the remainder of the year in which the payment was re- 
ceived, the taxpayer was living apart from that person. 


Selected Cases: Sadler v. R., [1997] 3 C.T.C. 2698 (TCC) (Cus- 
tody and control not the same as legal control, but general care and 
custody). 


(2) Agreement — For the purposes of section 60, 
this section and subsection 118(5), the amount deter- 
mined by the formula 


AB 
where 
A is the total of all amounts each of which is an 
amount (other than an amount that is otherwise a 


support amount) that became payable by a tax- 
payer ina taxation year, under an order of a com- 


petent tribunal or under a written agreement, in 


respect of an expense (other than an expenditure 
in respect of a self-contained domestic establish- 
ment in which the taxpayer resides or an expendi- 
ture for the acquisition of tangible property that is 
not an expenditure on account of a medical or ed- 
ucation expense or in respect of the acquisition, 
improvement or maintenance of a self-contained 
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domestic establishment in which the person de- 
scribed in paragraph (a) or (b) resides) incurred in 
the year or the preceding taxation year for the 
maintenance of a person, children in the person’s 
custody or both the person and those children, 
where the person is 


(a) the taxpayer’s spouse or former spouse, or 


(b) where the amount became payable under 
an order made by a competent tribunal in ac- 
cordance with the laws of a province, an indi- 
vidual who is a parent of a child ‘of whom the 
taxpayer is a natural parent, 


and | 
B is the amount, if any, by which 


(a) the total of all amounts each of which is an 
amount included in the total determined for A 
in respect of the acquisition or improvement 
of a self-contained domestic establishment in 
which that, person resides, including any pay- 
ment of principal or interest in:respect of a 
loan made.or indebtedness incurred to fi- 
nance, in any manner. whatever, such acquisi- 
tion or improvement 


exceeds 


(b) the total of all amounts each of which is an 
amount equal to '/s of the original principal 
amount of a loan or indebtedness described in 
paragraph (a), 
is, where the order or written agreement, as the case 
may be, provides that this subsection and subsection 
56.1(2) shall apply to any amount paid or payable 
thereunder, deemed to be an amount payable by the 
taxpayer to that person and receivable by that person 
as an allowance on a periodic basis, and that person 
is deemed to have discretion as to the use of that 
amount. 


Related Provisions: 56.1 — Parallel rule for recipient. 


History: The portion of subsec. 60.1(2) before the formula, the 
description of A, and the closing words of subsec. (2), amended by 
1997, c. 25, subsecs. 11(2)—(4), applicable to amounts paid after 
1996. Those portions formerly read: 


(2) For the purposes of paragraphs 60(b) and (c), the amount 
determined by the formula 


e ORG TES 


A is the total of all amounts each of which is an amount 
(other than an amount to which paragraph 60(b) or (c) 
otherwise applies) paid by a taxpayer in a taxation year, 
under a decree, order or judgment of a competent tribunal 
or under ‘a written agreement, in respect of an expense 
(other than an'expenditure in respect of a self-contained 
domestic establishment in which the taxpayer resides or 
an expenditure for the acquisition of tangible property 
that is not an expenditure on account of a medical or edu- 
cation expense or in respect of the acquisition, improve- 
ment or maintenance of a self-contained domestic estab- 
lishment in which the person’ described in paragraph (a) 
or (b) resides) incurred in the year or the preceding taxa- 
tion year for maintenance of a person who is 


(a) the taxpayer’s spouse or former.spouse, or 


(b) where the amount is paid under an order made by 
a competent tribunal in accordance with the laws of a 
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province, an individual of the opposite sex who is the 
natural parent of a child of the taxpayer, 


or for the maintenance of children in the person’s custody 
or both the person and those children if, at the time the 
expense was incurred.and throughout the remainder of 
the year, the taxpayer was living separate and apart. from 
that person, and 


shall, where the decree, order, judgment or written agree- 
ment, as the case may be, provides. that this subsection and 
subsection 56.1(2) shall apply to any payment made thereun- 
der, be deemed tobe an amount paid by the. taxpayer and re- 
ceived by that person as an allowance payable on a periodic 
basis. 


Subsec. 60.1(2) amended by 1994, c. 7, Sch. VIII (1993, c. 24), s. 
22, applicable (by subsec. 22(2), as amended by 1994,.c. 21, s. 135) 
to amounts paid under a decree, order or.judgment made by a com- 
petent tribunal after 1992 or under a written agreement entered into 
after 1992 other than such a decree, order or judgment, or written 
agreement, made with respect to a marriage breakdown that oc- 
curred before 1993. Subsec. (2) formerly read: 


(2) For the purposes. of paragraphs 60(b), (c) and (c.1), the 
amount, if any, by which 


(a) the total of all amounts each of which is an amount 
(other than an amount to which paragraph 60(b), (c) or 
(c.1) otherwise applies) paid by a taxpayer in a taxation 
year, pursuant to a decree, order or judgment of a compe- 
tent tribunal or pursuant to a written agreement, in re- 
spect of an expense (other than an expenditure in respect 
of a self-contained domestic establishment in which the 
taxpayer resides or an expenditure for the acquisition of 
tangible property that is not an expenditure on account of 
a medical or educational expense or in respect of the ac- 
quisition, improvement or maintenance of a self-con- 
tained domestic establishment in which the person de- 
scribed in subparagraph (1) or (ii) resides) incurred in the 
year or the immediately preceding taxation year for 
maintenance of a person who is 


(i) the taxpayer’s spouse or former spouse, or 


(11). where the. amount is paid pursuant to an order 
made by a competent tribunal after February 10, 
1988 in accordance with the laws of a province, an 
individual of the opposite sex who 


(A) before: the date of the order cohabited with — 
the taxpayer in a conjugal relationship, or 


(B) is the natural parent of a child of. the 
taxpayer, 


or for the maintenance of children in the person’s custody 
or both the person and those children if, at the time the 
expense was incurred and throughout the remainder of 
the year, the taxpayer was living apart from that person 


exceeds 
(b) the amount, if any, by which 


(i) the total of all-amounts each of which is an 
amount included in the total determined under para- 
graph (a) in respect of the acquisition or improve- 
ment of a self-contained domestic establishment in 
which that person resides, including any payment of 
principal or interest in respect of a loan made or in- 
debtedness incurred to finance, in any manner 
whatever, the acquisition or improvement 


exceeds 


(ii) the total of all amounts each of which is an 
amount equal to '/s of the original principal amount 
of a loan or indebtedness described in subparagraph 


(i) 
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shall, where the decree, order, judgment or written agree- 

- ment, as the case may be, provides that this subsection and 
subsection 56.1(2) shall apply to any payment made pursuant 
thereto, be deemed to be an amount paid by. the taxpayer and 
received by that person as an allowance payable on a periodic 
basis. 

Pre-RSC History: Para. 60.1(2)(a) substituted by 1988, c. 55, 
subsec. 38(2), applicable 


(a) with respect to orders made under the laws of Ontario, to 
1986 et seq., and 


(b) in any other case, to 1988 et seq. 
Para. (a) formerly read: 


(a) the aggregate of all amounts each of which is an amount 
(other than an amount to which paragraph 60(b), (c) or (c.1) 
otherwise applies) paid by a taxpayer in a taxation year, pur- 
suant to a decree, order or judgment of a competent tribunal 
or pursuant to a written agreement, in respect of an expense 
(other than an expenditure in respect of a self-contained do- 
‘mestic establishment of the taxpayer or an expenditure for the 
acquisition of tangible property that is not an expenditure on 
account of a medical or educational expense or in respect of 
the acquisition, improvement or maintenance of an owner-oc- 
cupied home of a person described in subparagraph (i) or (ii)) 
incurred in the year or the immediately aneeaee taxation 
year for maintenance of a person who is 


(i) the taxpayer’s spouse or former spouse, or 


(ii) where the amount was paid pursuant to an order made 
in accordance with the laws of a province, an individual 
within a prescribed class of persons described in the laws | 
of the province, 


or for the maintenance of children of that person in that per- 
son’s custody, or both that person and such children, if at the 
time the expense was incurred and throughout the remainder 
of the year, the taxpayer was living apart from that person, 


Subpara. 60.1(2)(b)(i), amended by, 1988, c. 55, subsec. 38(3), to 
substitute. “a self-contained domestic establishment in which that 
person resides” for “an owner-occupied home of that person’. 


Subsec. 60.1(2) added by 1984, c. 45, s. 20, applicable i in respect of 
payments made after 1983. 


Selected Cases [Subsec. 60.1(2)]: Larsson .v. Canada, [1996] 3 
C.T.C. 2430 (TCC) (Unclusion/deduction process should be 
favoured in ambiguous or doubtful cases). 


(3) Prior payments — For the purposes of this 
section and section 60, where a written agreement or 
order of a competent tribunal made at any time ina 
taxation year provides that an amount. paid before 
that time and in the year or the preceding taxation 
year is to be considered to have been paid and re- 
ceived thereunder, 


(a) the amount is deemed to have been paid there- 
under; and 


(b) the agreement or order ‘is deeninie tenicinpt for 
the purpose of this subsection, to have been made 
on the day on which the first such amount was 
paid, except that, where the agreement or order is 
made after April 1997 and varies a child support 
amount payable to the recipient from the last such 
amount paid to the recipient before May 1997, 
each varied amount of child support paid under 
the agreement or order is deemed to have been 
payable under an agreement or order the com- 
mencement day of which is the day on which the 
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first payment of ~ varied amount is required to 
be made. 


Related Provisions: 56.1 — Parallel rule for recipient. 


History: Subsec. 60.1(3) amended by 1997, c. 25, subsec. 11(5), 
applicable to amounts paid after 1996. Subsec. (3) formerly read: 


(3) For the purposes of this-section and section 60, where a 
decree, order or judgment of a competent tribunal.or a written 
agreement made at any time in a taxation year provides that 
an amount paid before that time and in the year or the preced- 
ing taxation year is to be considered to have been paid and 
received thereunder, the amount shall be deemed to have 
been paid thereunder. 


Subsec. 60.1(3) amended by 1994, c..7, Sch. VIII (1993, c. 24), s. 
22, applicable (by. subsec. 22(2) as amended by 1994, c. 21, s. 135) 
to amounts paid under a decree, order or judgment made by a com- 
petent tribunal after 1992 or under a written agreement entered into 
after 1992 other than such a‘decree, order or judgment, or written 
agreement, made with respect to a marriage breakdown that oc- 
curred before 1993. Subsec. (3) formerly read: 


(3) For the purposes of this section and section 60, Where a 
decree, order or judgment ‘of a competent tribunal ora written 
agreement made at any time in a taxation year provides that 
an amount paid before that time and in the year or the imme- 
diately preceding taxation year is to be considered as having 
been paid and received pursuant thereto, the following rules 


apply: 
(a) the amount shall be deemed to have been paid pursu- 
ant thereto; and 


(b). the person who made the payment:shall be deemed to 
have been separated. pursuant to-a divorce, judicial sepa- 
ration or written separation agreement from the person’s 
spouse or former spouse at the time the payment was 
made and throughout the remainder of the year. | 


Pre-RSC History: Subsec. 60.1(3) added by 1984, c. 45, s. 20, 
applicable in respect of payments made after 1983. 


(4) Definitions — The definitions in subsection 
56.1(4) apply in this section and section 60. 


History: Subsec. 60.1(4) added by 1997, c..25, subsec. 11(6), ap- 
plicable after 1996. 


Related Provisions [s. 60.1]: 252(3), (4) — Extended meaning 
of “spouse” and “former spouse”. 


Pre-RSC History [s. 60.1]: S. 60.1 substituted by 1980-81-82-83, 
c. 140, s..29, applicable with respect to payments made (a) in the 
case of an order: made after December 11, 1979, after that date; and 
(b) in any other case where the taxpayer.and the recipient agree in 
writing at. any time in a taxation year, in the year and subsequent 
taxation years. S. 60.1 was amended to add references to para. 
60(c.1) and to substitute “within a prescribed class of persons de- 
scribed in the laws of a province” for “referred to in paragraph 
73(1)(d)”. 


S. 60.1 substituted by 1980-81-82-83, c. 48, s. 30, applicable with 
respect to payments made (a) in the case of an order made after 
December 11, 1979, after that date; and (b) in any other case where 
the taxpayer and the recipient agree in writing at any time in a taxa- 
tion year, in the year and subsequent taxation years. S. 60.1 for- 
merly read: 


60.1 Where, after May 6, 1974, a decree, order, judgment or 
written agreement described in paragraph 60(b) or (c), or any 
variation thereof, has been made providing for the periodic 
payment of an amount by the taxpayer to or for the benefit of 
his spouse, former spouse or children of the marriage in the 
custody of the spouse or former spouse, the’ amount or any 
part thereof, when paid, shall be deemed to have been paid to 
and received by the spouse or former spouse if the taxpayer 
was living apart from the spouse or former spouse at the time 


S. 60.2(1) 


the payment was received and throughout the remainder of 
the year in which the payment was received. 


S. 60.1 added by 1974-75-76, ic. 26, s. 31, applicable in speck of 
amounts paid ‘after: May 6, 1974. 


Selected Cases [s. 60.1]: Lariviére v. The Queen, [1989] 1 
C.T.C. 297 (FCA) (Maintenance sum payable periodically to former 
spouse deductible). 


Definitions [s. 60.1]: “amount” — 248(1); “child” — 252(1); 
“child support amount”, “commencement day” — 56.1(4), 60.1(4); 
“former spouse” — 252(3); “housing unit” — 56.1(4); “individ- 
ual” — 248(1); “parent” = 252(2); “person”, “prescribed”, “princi- 
pal amount”, “property” —248(1); “province” — Interpretation 
Act 35(1); “received” — 248(7), “self-contained domestic establish- 
ment” — 248(1); “spouse” — 252(3), (4)(a);. “support amount” 
56.1(4), 60.1(4); “taxation year” — 249;- “taxpayer” — 248(1); 
“written” — Interpretation Act 35(1) [writing]. 


Regulations [s. 60.1]: 6502 (prescribed class of persons). 


interpretation Bulletins [s. 60.1]: IT-118R3: cron and 
maintenance. ~ 


60.11 Application of subpara. 60.1(1)(a)(ii) — 
In the application of subparagraph 60.1(1)(a)(ii) in 
respect of amounts paid pursuant to orders. made af- 
ter May 6, 1974 under the laws of Ontario, the refer- 
ence in that subparagraph to “February 10, 1988” 
shall be read as a reference to “May 6, 1974”. 


Origin of s. 60.11: R.S.C. 1985, c. 1 (Sth ae Pormeny! in the 
application rule in 1988, c. 55, s. 38.) 


Definitions: “amount” — 248(1). 


60.2 (1) Refund of undeducted past service 
AVCs — There may be deducted in computing a 
taxpayer’s income for a taxation year an amount 
equal to the total of 


(a) where the taxation year ends before 1991, the 
total of all amounts each of which is that portion 
of an amount paid to the taxpayer before 1991 
and included by reason of subparagraph 
56(1)(a)Gi) or paragraph 56(1)(h) or (t) in com- 
puting the taxpayer’s income for the year or a 
preceding taxation year that can reasonably be 
~ considered to be a refund of additional voluntary 
contributions made by the taxpayer before Octo- 
ber 9, 1986 to a registered pension plan for the 
taxpayer’s benefit in respect of services rendered 
by the taxpayer before the year in which the con- 
tributions were made, to the extent that the con- 
tributions were not deducted in computing the 
taxpayer’s income for any taxation year; and 


(b) the least. of 
(i) $3,500, 


(ii) the total of all amounts each of which is an 
amount included after 1986 by reason of sub- 
paragraph 56(1)(a)(i) or paragraph 56(1)(d. 2), 
(h) or (t) in computing the taxpayer’ s income 
for the year, and 

(iii) the balance of. the annuitized voluntary 
contributions of the taxpayer at the end of the 
year. 


Related Provisions: 8(1)(m) — Employee’s RRP contributions; 
60(j.01) — Transfer of surplus. 
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(2) Definition of “balance of the annuitized 
voluntary contributions” — For the purposes of 
subsection (1), “balance of the annuitized voluntary 
contributions” of a taxpayer at the end of a taxation 
year means the amount, if any, by which 


(a) such part of the total of all amounts each of 
which is an additional voluntary contribution 
made by the taxpayer to a registered pension plan 
before October 9, 1986 in respect of services ren- 
dered by the taxpayer before the year in which 
the contribution was made, to the extent that the 
contribution was not deducted in computing the 
taxpayer’s income for any taxation year, as may 
reasonably be considered as having been 


(i) used before October 9, 1986 to acquire or 
provide an annuity for the taxpayer’s benefit 
under a registered pension plan or registered 
retirement savings plan, or 


(11) transferred’ before October 9, 1986 to a 
registered retirement income fund under 
which the taxpayer was the annuitant (within 
the meaning assigned by subsection 146.3(1)) 
at the time of the transfer 


exceeds 
(b) the total of all amounts each of which is 


(i) an amount deducted under paragraph (1)(b) 
in computing the taxpayer’s income for a pic 
ceding taxation year, or 


(ii) an amount deducted under paragraph 
(1)(a) in computing the taxpayer’s. income for 
the year or a preceding taxation year, to the 
extent that the amount can reasonably be con- 
sidered to be in respect of a refund of addi- 
tional voluntary contributions included in de- 
termining the total under paragraph (a). 


Pre-RSC History [s. 60.2]: S. 60.2 added by 1990, c. 35, s. 6, 
applicable to 1986 et seq. 


Definitions [s.._ 60.2]: “additional voluntary contribution”, 
“amount”, “annuity” — 248(1);.“balance” — 60.2(2); “registered 
pension plan” — 248(1); “registered retirement income fund” — 
146.3(1), 248(1); “registered retirement savings plan” — 146(1), 
248(1); “taxation year” — 249; “taxpayer” — 248(1). 


61. (1) Payment made as consideration for 
income-averaging annuity — In computing the 
income for a taxation year of an individual resident 
in Canada, there may be deducted an amount equal 
to the lesser of 


(a) such amount as the individual may claim, not 
exceeding the total of amounts each of which is a 
single payment 


(1) made by the individual in the year or 
within 60 days after the end of the year as 
consideration for an income-averaging annu- 
ity contract of the individual, and 


2ie., s. 64 of R.S.C. 1952, c. 148, asiamended: 
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(ii). in respect of which no amount has been 
deducted in computing the individual’s in- 
come for the immediately preceding taxation 
year, and 


(b) the amount, if any, by which the total of: 


(i) the remainder obtained when the total of 
the amounts deductible in computing the indi- 
vidual’s income for the year by reason of 
paragraphs 60(j) and (1) of this Act and para- 
graph 60(k) of the Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952, 
is deducted from the total of amounts. de- 
scribed in subsection (2) in respect of the indi- 
vidual for the year, 


(ii) the amount, if any, by which the amount 
determined under paragraph 3(b) in respect of 
the individual for the year exceeds the total of 
amounts each of which is an allowable busi- 
ness investment loss of the individual for the 
year, 


(i11) the individual’s income for the year from 
the production of a literary, dramatic, musical 
or artistic work, 


(iv) the individual’s income for the year from 
the individual’s activities as an athlete, a mu- - 
sician or a public entertainer such as a theatre, 
motion picture, radio or television artist, and 


(iv.1) the amount, if any, by which the amount 
included in computing the income of the indi- 
vidual for the year by virtue of section 59 ex- 
ceeds the total of amounts deducted in com- 
puting the individual’s income for the. year 
under sections 647, 66, 66.1, 66.2 and 66.4 
and under section 29 of the Income Tax Jos Nat 
cation Rules, 


exceeds 


(v) the total of amounts each of which is the 
annual annuity amount of the individual in re- 
spect of an income-averaging annuity contract 
in respect of the consideration for which any 
amount has been deducted under this subsec- 
tion in computing the individual’s income for 
the year. 
Pre-RSC History: Subpara. 61(1)(b)(iv. 1) substituted by 1980-81- 


82-83, c. 48, subsec. 31(1), applicable to taxation years ending after 
December 11, 1979, to add reference to s. 66.4. 


Subpara. 61(1)(b)(ii) substituted by 1979, c. 5, subsec. 18(1), appli- 
cable to 1979 et seg. Subpara. 61(1)(b)(ii) formerly read: 


(ii) the amount determined under paragraph 3(b) in respect of 
the individual for the year, 


Subpara. 61(1)(b)(iv.1) substituted by 1977-78, c. 1, s. 26, applica- 
ble to 1978 et seq., to add references to ss. 66.1 and 66.2. 
Subpara. 61(1)(b)(iv.1) added by 1973-74, c. 30, s. 5, applicable to 
1973 et seq. 


1.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 
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(2) ldem — For the purposes of subsection (1), an 
amount described in this subsection in respect of an 
individual for a taxation year is any following 
amount: 


(a) any single Payne received by the individual 
in the year 


(a) out of or under a superannuation or pension 


fund or plan 


(A) on the death, withdrawal or retirement 
from employment of an employee or for- 
mer employee, 


(B) on the winding-up of the fund or plan 
in full satisfaction of all rights of the payee 
in or under the fund or plan, or | 


(C) to which the payee is entitled by virtue | 


of an amendment to the plan although the 
payee continues to be an employee to 
whom the plan is applicable, 


(11) on retirement as an employee in recogni- - 


tion of long service and not made out of or 
under a superannuation fund or plan, 


(iii) pursuant to an employees profit sharing 
plan in full satisfaction of all the individual’s 
rights in or under the plan, to the extent that 


the amount thereof is required to be included | 


in computing the individual’s income for the 
year in which the payment was received, or 


(iv) pursuant to a deferred profit sharing plan 
on the death, withdrawal or retirement from 
employment of an employee or former em- 
ployee, to the extent that the amount thereof is 
required to be included in computing the indi- 
vidual’s income for the year; 


(b). a payment or payments made by an employer 
to the individual.as an employee or former em- 
ployee on or after retirement in respect of loss of 
office or employment, if made in the year of re- 
tirement or within one year after that year; 


(c) a payment or payments paid to the individual 
as a death benefit, if paid in the year of death or 
within one year ‘after that year; 


(d) any amount included in computing the indi- 
vidual’s income for the year by virtue of subsec- 
tion 146(8), to the extent that the amount is a re- 
fund of premiums, as defined by section 146, 
under a registered retirement savings plan re- 
ceived by the individual under the plan on or af- 
ter the death of the person who was, immediately 
before the person’s death, the annuitant 
thereunder; 


(e) any amount included in computing the indi- 
vidual’s income for the year by virtue of section 
13, 14 or 23, subsection 28(4) or (5) or paragraph 
106(2)(a). of. this. Act or subparagraph 
56(1)(a)(viii). of the Income Tax Act, chapter 148 
of the Revised Statutes of Canada, 1952; 
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(f) any amount deemed by section 7 to be a bene- 
fit received by the individual in the year by virtue 
of the individual’s employment; 


(g) the amount, if any, by which any amount re- 
ceived by the individual in the year as or on ac- 
count of a prize for achievement in a field of en- 
deavour ordinarily carried on by the individual 
exceeds $500; — 


(h) any amount included in computing the indi- 
vidual’s income for the year by virtue of subsec- 
tion 146.2(6) of the Income Tax Act, chapter 148 
of the Revised Statutes of Canada, 1952; 


(1) apayment made in the year to an individual by 
virtue of paragraph 51(2)(b) of the Judges Act; 


(j) except where the individual claimed a deduc- 
tion under paragraph 23(3)(a) of the Income Tax 
Application Rules in computing the individual’s 
income for the year, any amount included in 
computing that income by virtue of paragraph 
23(3)(c) of that Act; and 


(k) where the individual ceased to be a member 
of a partnership in the year or the preceding year 
and paragraph 34(a) applied in computing the in- 
dividual’s income therefrom in the preceding 
year, the amount included in the individual’s. in- 
come for the year by virtue of paragraph 3(a) to 
_ ‘the extent that, having regard. to all the circum- 
stances including the proportion in. which the 
members of the partnership have agreed. to share 
the profits of the partnership, it can reasonably be 
considered to be in respect of. the individual’s 
‘share of the work in progress of the partnership at 
the time the individual ceased to be a member 
thereof, if, during the remainder of the year in 
which the individual ceased to be a member and 
in the following year, the individual did not 


(i) become employed in the business that had 
been carried on by the partnership, 


(ii) carry on a business that is a profession, or 


(iii) become a member. of a partnership that 
carries on a business that is a profession. 
Pre-RSC History: Paras. 61(2)(j), (k) added by 1980-81-82-83, c. 
48, subsec. 31(2), applicable to 1980 ef seq. 
Para. 61(2)(e) substituted by 1979, c. 5, subsec. 18(2), applicable in 
respect.of amounts received in respect. of a-termination after No- 


vember 16, 1978 of an office or employment, to add “subparagraph 
56(1)(a)(viii)”. 

Para. 61(2)(i) added by 1976-77, c. 4, subsec.'18(1), applicable to 
1976 et seg. — 


Para. ae alled by 1974-75-76, c. 26,'s. 32, applicable to 1974 
et seq. 


1.T. Application Rules: 69 (meaning of ‘/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


(3) [Repealed under former Act] 


Pre-RSC History: Subsec. 61(3) repealed by 1976-77, c. 4, sub- 
sec. 18(2), applicable after May '25, 1976. Subsec. 61(3) formerly 
read; 
(3) Where: income-averaging annuity contract ceases to 
be such — Where a contract that was at any time an income- 
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averaging annuity contract of an individual has, at a subse- 
quent time, ceased to be an income-averaging annuity con- 
tract otherwise than by virtue of the surrender, cancellation, 
redemption, sale or the disposition thereof, the individual 
shall be deemed to have received at that subsequent time as 
proceeds of the disposition of an income-averaging annuity 
contract an amount equal to the fair market value of the con- 
: tract at that subsequent time and to have acquired the con- 
tract, as another contract not being an income-averaging an- 
nuity contract, immediately thereafter at a cost to him equal 
to that fair market value. 


(4) Definitions — In this section, 


“annual annuity amount” of an individual in re- 
spect of an income-averaging annuity contract means 
the total of the equal payments described in para- 
graph (c) of the definition “income-averaging annu- 
ity contract’ 1n this subsection that, under the con- 
tract, are receivable by the individual in the twelve 
month period commencing on the day that the first 
such payment under the contract becomes receivable 
by the individual; : 

Pre-RSC History: Zhe definition “annual annuity amount” was 
para. 61(4)(a). 


‘“fncome-averaging annuity contract” of an indi- 
vidual means a contract between the individual and a 
person licensed or otherwise authorized under the 
laws of Canada or a province to carry on in Canada 
an annuities business or a corporation licensed or 
otherwise authorized under the laws of Canada or a 
province to carry on in Canada the business of offer- 
ing to the public its services as trustee, under which 


(a) in consideration of a qualifying payment as 
consideration under the contract, that person 
agrees to pay to the individual, commencing at a 
time not later than 10 months after the individual 
has made the qualifying payment, 


(i) an annuity to the individual for. the individ- 
ual’s life, with or without a guaranteed term 
not exceeding the number of years that is the 
lesser of 


(A) 15, and 


(B) 85 minus the age of the individual at 
the time the annuity payments commence, 
or 


(11) an annuity to the individual for a guaran- 
‘teed term described in subparagraph (1), or 


(b) in consideration of a single. payment in re- 
spect of the individual’s 1981 taxation year, other 
than a qualifying payment, made by the individ- 
ual as consideration under the contract, that per- 
son makes all payments provided for under the 
contract to the individual before 1983 


and under which no payments are provided except 
the single payment by the individual and, 


(c) in respect of a contract referred to in para- 
graph (a), equal annuity payments that are to be 
made annually or at more frequent periodic inter- 
vals, or 
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(d) in respect of a contract referred to in para- 
graph (b), nail oe mop iets to’ the 
individual; 


Pre-RSC History: The definition “income-averaging annuity con- 
tract” was para. 61(4)(b). See Table of Concordance. 


Para. 61(4)(b) substituted by 1980-81-82-83, c. 140; s. 30(1), appli- 
cable after November 12, 1981. Para. 61(4)(b) formerly. read: 


(b) “income-averaging annuity contract” of an individual 


means a contract 


(i) between the individual and a person licensed or other- 
wise authorized under the laws of Canada or a province 
to carry on in Canada an annuities business or a corpora- 
tion licensed or otherwise authorized under the laws of 
Canada or a province to carry on in Canada the business 
of offering to the public its services as trustee, 
(ii) under which, in consideration of a single payment by 
the individual as. consideration under. the contract, that 
_ person agrees to pay to the individual, commencing at a 
time no later than 10 months after the individual has 
made the single payment, 


(A) an annuity to the inde vidual for his life, with or 
without a guaranteed term not exceeding the number 
of years that is the lesser of 


(I) 15, and 
(II), 85. minus. the age of the individual at the 
time the annuity. payments commence, or 


(B) an annuity to the individual for a pastanir’ term 
described in clause (A), and’ 


Gii) that does not provide for any ae thereunder 
except 


_ (A) the single payment by the. individual, and 


(B) equal annuity. payments that are to be made an- 
nually or at more frequent periodic intervals, 


Subpara. 61(4)(b)(i) substituted by 1973- ink CHL4SS NEF: Gpepcaple 
to 1972 et seq. 


“qualifying payment” means a single payment 
made ‘before November 13, 1981 (or made on or af- 
ter November 13, 1981 pursuant to an agreement in 
writing entered into before that date to'make such a 
payment in respect of the individual’s 1981 taxation 
year, or pursuant to an arrangement in writing made 
before that date to have funds withheld. before 1982 
from any of the individual’s remuneration described 
in paragraph (1)(b). earned or received before. No- 
vember 13, 1981 and paid by or on behalf of the 
individual). 

Pre-RSC History: We definition * “qualifying PAyIe ‘was para. 
61(4)(c). 

Para. 61(4)(c) added by 1980-81- 82- 83, c. 140, s. 30(1), applicable 
after November 12, 1981. 


Selected Cases [subsec. 61(4)]: Huet v. Pash [1995] 1 
C.T.C. 367 (FCTD) (Retroactive legislation not unconstitutional). 


Definitions [s. 61]: “amount”, “annuity”, “business” — 248(1); 
“Canada” — 255; “corporation” — 248(1), Interpretation Act 
35(1); “death’ benefit” — 248(1); “deferred profit sharing plan” — 
147(1), 248(1); ipmpleves:sy- 248M “employees. profit. sharing 
“employment”, “individual”, “office”, 

“person” — 248(1); ovinee. — Interpretation Act 35(1);,“regis- 
tered retirement savings plan” — 146(1), 248(1); “resident in Can- 
ada” — 250; “taxation year” — 249: “taxpayer” —.248(1); “writ- 
ing” — Interpretation Act 35(1). GLY 
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61.1 (1) Where income-averaging annuity 
contract ceases to be such — Where a contract 
that .was at any time an income-averaging annuity 
contract of an individual has, at a subsequent time, 
ceased to be an income-averaging annuity contract 
otherwise than by virtue of the surrender, cancella- 
tion, redemption, sale or the disposition thereof, the 
individual. shall be deemed. to have received at that 
subsequent time as proceeds of the disposition of an 
income-averaging annuity contract an amount equal 
to the fair market value of the contract at that subse- 
quent time and to have acquired the contract, as an- 
other contract not being an income-averaging annu- 
ity contract, immediately thereafter at a cost to the 
individual equal to that fair market value. 

Related Provisions: 56(1)(f) — Disposition of income-averaging 
annuity contracts; 61 — Payment made. as. consideration for in- 
come-averaging annuity; 212(1)(n) — Withholding tax on payment 
to non-resident. 


(2) Where annuitant dies and payments con- 
tinued — Where an individual who was an annui- 
tant under an income-averaging annuity contract has 
died and payments are subsequently made under that 
contract, the payments shall be deemed to be pay- 
ments under an income-averaging annuity contract. 


Interpretation Bulletins [subsec. 61.1(2)]: IT-212R3: Income 
of deceased persons — rights or things. 


Pre-RSC History [s. 61.1]: S: 61.1 added by 1976-77, c. 4; s..19, 
applicable after May 25, 1976. —: 


Definitions [s. 61.1]: “income-averaging annuity contract” — 
61(4), 248(1); “individual” — 248(1). 


61.2 Reserve for debt forgiveness for 
resident individuals — There may be deducted in 
computing the income for a taxation year of an indi- 
vidual (other than a trust) resident in Canada 
throughout the year such amount as the individual 


claims not exceeding the amount determined by the. 


formula 


A + B = 0.2(C — $40,000) 
where ‘ic 
A is the amount, if any, by which 


(a) the total of all amounts each of which is an 
amount that, because of the application of sec- 
tion 80 to an obligation payable by the indi- 
vidual (or a partnership of which the individ- 
ual was a member) was included under 
subsection 80(13) in computing the income of 
the individual for the year or the income of 
the partnership for a fiscal period that ends in 
the year (to the extent that, where the amount 
was included in computing income of a part- 
nership, it relates to the individual’s share of 
that income) 


exceeds 


(b) the total of all amounts deducted because 
of paragraph 80(15)(a) in computing the indi- 
vidual’s income for the year, 
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Bis the amount, if any, included under section 56.2 
in computing the individual’ Ss income for the 
year, and 


C is the greater of $40,000 and the individual’s in- 
come for the year, determined without reference 
to this section, section 56.2, paragraph 60(w), 
subsection 80(13) and paragraph -80(15)(a). 
Related Provisions: 56.2 — Inclusion into income in following 
year; 61.3, 61.4 — Alternative deductions for corporations, non-re- 
sidents and trusts; 80(16) — Designation by Revenue Canada to re- 
duce reserve under 61.2; 114(a)— No deduction under 61.2 for 


ZeTO. 


History: S. 61.2 added by. 1995, c, 21,.s.20, applicable to taxation 
years that end after February 21,.1994. 

Definitions. [s. 61.2]: “amount” — 248(1); “fiscal period” — 
249(2)(b),. 249.1; “individual” — 248(1); “resident in Canada” — 
250; “taxation year” — 249; “trust” — 104(1), 248(1), (3). 


61.3 (1) Deduction for insolvency with 
respect to resident corporations — There shall 
be deducted in computing the income for a taxation 
year of a corporation resident in Canada throughout 
the year that is not exempt from tax under this Part 
on its taxable income, the lesser of 


(a) the amount, if any, by which 


(i) the total of all amounts each of which is an 
amount that, because of the application of sec- 
tion 80 to a commercial obligation (in this 
section having the meaning assigned by sub- 
section 80(1)) issued by the corporation (or a 
partnership of which the corporation was a 
member) was included under subsection 
80(13) in computing the income of the corpo- 
ration for the year or the income of the part- 
nership for a fiscal period that ends in the year 
(to the extent that. the amount, where it was 
included in. computing income of a partner- 
ship, relates to the corporation’s share of that 
income) 


exceeds 


(ii) the total of all amounts deducted because 
of paragraph 80(15)(a) in computing the cor- 
poration’s income for the year, and 


(b) the amount determined by the formula 


‘A-2(B-C-D-E) 
where 


A is the amount determined under paragraph (a) 
in respect of the corporation for the year, 


Bis the total of. 


(i) the fair market value of the assets of the 
corporation at the end of the year, 


(ii) the amounts paid before the end of the 
year on account of the corporation’s tax 
payable under this Part or any of Parts 1.3, 
II, VI and XIV for the year or on account 
of a similar tax payable for the year under 
an Act of a province, and 
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(iii) all amounts paid by the corporation in 
the 12-month period preceding the end of 
the year to a person with whom the corpo- 
ration does not deal at arm’s length 


(A) as a dividend fother than a stock 
dividend), 


(B) on a reduction of paid-up ittel in 
respect of any class of shares of its cap- 
ital stock, : 


(C) on a redemption, acquisition. or 
cancellation of its shares, or 


(D) as a distribution or appropriation in 
any manner whatever to or for the ben- 
efit of the shareholders of any class of 
its capital stock, to the extent that the 
distribution or appropriation cannot 
reasonably be considered to have re- 
sulted in a reduction in the amount oth- 
erwise determined for C in respect of 
the corporation for the year, 


Cis the total liabilities of the corporation. at the 
end of the year (determined without reference 
to the corporation’s liabilities for tax. payable 
under this Part or any of Parts I.3, If, VI and 
XIV for the year or for a similar tax payable 
for the year under an Act of a pee and, 
for this purpose, 


(i) the equity and consolidation methods of 
accounting shall not be used, and 


(11) subject to subparagraph (i) and except 
as otherwise provided in this description, 
the total liabilities of the corporation shall 


(A) where the corporation is not an in- 
surance corporation or a bank to which 
clause (B) or (C) applies and the bal- 
ance sheet as of the end of the year was 
presented to the shareholders of the 
corporation and was prepared in accor- 
dance with generally accepted account- 
ing principles, be considered to be the 
total liabilities shown on that balance 
sheet, 


(B) where the corporation is.a bank or 
an insurance corporation that is re- 
quired to report to the Superintendent 
of Financial Institutions and the bal- 
ance sheet as of the end of the year was 


accepted by the Superintendent, be con- | 


sidered to be the total liabilities shown 
on that balance sheet, 


(C) where the corporation is an insur- 
ance corporation that is required to re- 
port to the superintendent of insurance 
or other similar officer or authority of 
the province under whose laws the cor- 
poration is incorporated and the bal- 
ance sheet as of the end of the year was 
accepted by that officer or authority, be 
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considered: to be the total liabilities 
shown on. that balance sheet, and 


(D) in any other case, be considered to 
be the amount that would be shown as 
total liabilities of the corporation at the 
end of the year on a balance sheet pre- 
pared in accordance with generally ac- 
cepted accounting principles, 


D is the total of all amounts each of which is the 
principal amount at the end of the year of a 
distress preferred share (within the meaning 
assigned by subsection 80(1)) issued by the 
corporation, and 


E is 50% of the amount, if any, ve which 


(i) the amount that would be the corpora- 
tion’s income for the year if that amount 
were determined without reference to this 
section and section 61.4 


exceeds 


(ii) the amount determined. under. para- 

graph (a) in respect of the corporation for 

the year. 
Related. Provisions: 37(1)(f.1) — Reduction in claim wrote for 
R&D expenditures; 61.2 — Reserve for individuals; 61.3(3) — 
Anti-avoidance; 61.4 — Additional reserve; 80(16) — Designation . 
by Revenue Canada to reduce reserve under 61.3; 80.01(8), (9) — 
Deemed settlement on debt parking or debt becoming statute- 
barred; 80.04(4)G) — Agreement to transfer forgiven amount; 
87(2)(1.21) — Amalgamations — continuing corporation. 


History: The description of E in para. 61.3(1)(b) amended by 1998, 
c. 19, subsec. 101(1), applicable to taxation years that end after Feb- 
ruary 21, 1994. That description formerly read: 


Eis 50% of the amount, if any, by which the amount that 
would be the corporation’s. income for the year if that 
amount were determined without reference to this sec- 

* tion, section 61.4 and subsection 80(17) exceeds the 
amount determined under paragraph (a) in respect of the 
corporation for the year. 


(2) Reserve for insolvency with respect to 
non-resident corporations — There shall be de- 
ducted in computing the income for a taxation year 
of a corporation that is non-resident at anys time in 
the year, the lesser of 


(a) the amount, if any, by which 


(i) the total of all amounts each of which is an 
amount that, because of the application of sec- 
tion 80 to a commercial obligation issued by 
the corporation (or a partnership of which the 
corporation was a member) was included 
under subsection 80(13) in computing the cor- 
poration’s taxable income or taxable income 
earned in Canada for the year or the income of 
the partnership for a fiscal period that ends in 
the year (to the extent that, where the amount 
was included in computing income of a part- 
nership, it relates to the corporation’s ‘share of 
the partnership’s income added in computing 
the corporation’s taxable income or taxable 
income earned in Canada for the year) 
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exceeds 


(ii) the total of all amounts aesduiotsa because 
of paragraph 80(15)(a) in. computing the cor- 
poration’s taxable income or taxable income 
earned in Canada for the year, and. 


(b) the amount determined by the formula 


Ai= B+ C-—D-—E) 
where 


_ A is the amount determined under paragraph (a) 
in respect of the corporation for the year, 


B is the total of — 


(i) the fair market value of the assets of the 
corporation at the end of the year, 


(ii) the amounts paid before the end of the 
year on account of the corporation’s tax 
payable under this Part or any of Parts I.3, 
Il, VI and XIV for the year or on account 
of a similar tax payable for the year under 
an Act of a province, and 

(iii) all amounts paid in the 12-month pe- 
riod preceding the end of the year by the 
corporation to a person with whom the 
corporation does not deal at arm’s length 


(A) as a dividend (other than a stock 

dividend), 

(B) on a reduction of paid-up capital in 
-tespect of any class of shares of its cap- 

ital stock, 


(C) on a redemption, acquisition or 
cancellation of its shares, or 


(D) as.a distribution, or appropriation in 

'.any, manner whatever to or for the ben- 
efit of the shareholders of any class, of 
its capital stock, to the extent that. the 

_ distribution or appropriation cannot 
reasonably be considered to have tre- 
sulted in a reduction of the amount oth-. 
erwise determined for C in respect of 
the corporation for the year, .. 


_C. is the: total. liabilities of the corporation ,at the 
end of the year (determined without reference 
to the corporation’s liabilities for tax payable 
under this Part or any of Parts I.3, Il, VI and 
XIV for the year or for a similar tax payable 
for the year under an Act of a province), de- 
termined in the manner described in the 
description of C in paragraph (1)(b), 

is the total of all amounts each of which is the 
principal amount at the end of the year of a 
distress. preferred share (within the meaning 
assigned by subsection 80(1)). issued. by. the 
corporation, and 


E. is 50% of the amount, if any, by which 


(i) the amount that would be the corpora- 
tion’s taxable. income or taxable income 
earned in Canada for the year if that 
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amount were determined without reference 
to this section and section 61.4 


exceeds 


(ii) the amount determined under para- 
graph (a) in hedenite of the corporation for 
the year. | 


Related Provisions: 37(1)(f. 1) — Reduction in claim allowed for 
R&D’ expenditurés; 61.3(3) — Anti-avoidance; 61.4 — Additional 
reserve; 80(16) — Designation by Revenue. Canada to reduce re- 
serve under 61.3; 80.01(8), (9) + Deemed settlement on debt park- 
ing or debt becoming :statute-barred; 80,04(4)4)-—-Agreement to 
transfer forgiven, amount; 87(2)(1.21) — Amalgamations — contin- 
uing corporation. 


History: The rE AR of E in para. 61; 3(2)(b) amended by 1998, 
c. 19, subsec, 101(2),,applicable to taxation years that end after Feb- 


_ Tuary 21, 1994. That description formerly read; 


Eis 50% of the amount, if any, by which the amount that 
would be the corporation’s taxable income or taxable in- 
come earned in Canada for the year if that amount were 
determined without reference’ to this section, section 61.4 

, and: subsection. 80(17,) exceeds. the amount, determined 

-under paragraph (a) in respect, of the corporation for the 


year. 


(3) Anti-avoidance — Subsections (1) and (2) do 


not apply to.a corporation for, a taxation 'year where 


property was transferred.in the 12-month period pre- 
ceding the end of the year or the corporation became 
indebted in that period and it can reasonably be con- 
sidered that one of the reasons for the transfer or the 
indebtedness was to increase the amount that the cor- 
poration would, but for this subsection, be-entitled to 
deduct under subsection:(1) or (2). 


Related Provisions: 160.4 — Joint liability of transferee where 
property transferred’so that 61.3(3) applies. 


History: S. 61.3 added by 1995, c, 21, s, 20, applicable to taxation 
years that end after February 21, 1994. 


Definitions [s. 61.3]: “Act” — Interpretation Act 35(1); 
“amount” — 248(1); “arm’s-length” — 251(1); “bank” — Interpre- 
tation Act 35(1); “class of shares” —-248(6); “commercial obliga- 
tion” — 61.3(1)(a)@), 80(1); “corporation” — 248(1), Interpreta- 
tion Act 35(1); “dividend” — 248(1); “fiscal period” — 249(2)(b), 
249.1; “insurance corporation”, “non-resident” — 248(1); “of- 
ficer” rere cotter “paid-up GARR 5 89(1), 248(1); “prin- 
cipal. amount”, “property” — 248(1); < PROVINES, | —Antemmretation 
Act 35(1); “resident in Canada” — 250; “share”, “shareholder”, 
“Stock dividend” — 248(1); “taxable income’ 3/2). 248(1); ‘tax- 
able income éarned™ in Canada” — 115(1), 248(1); ‘taxation 
year” —249, 


61.4 Reserve for debt forgiveness for 
corporations and others — There may be de- 
ducted as a reserve in computing the income for a 
taxation year of a taxpayer that is a corporation or 
trust resident in Canada throughout the year or a 
non-resident person who carried on business through 
a fixed placed of business in Canada at the end of the 
year such amount as the taxpayer claims not.exceed- 
ing the least of 


(a) the amount determined by the formula 


A+B 


S. 61.4(a) 


where 
A is the amount, if any, by which 


(i) the total of all amounts each of which is 
an amount that, because of the application 
of section 80 to a commercial obligation 
(within the meaning assigned by subsec- 
tion 80(1)) issued by the taxpayer (or a 
partnership of which the taxpayer was a 
member) was included under subsection 
80(13) in computing the income of the tax- 
payer for the year or a preceding taxation 
year or of the partnership for a fiscal pe- 
riod that ends in that year or preceding 


year (to the extent that, where the amount 


was included in computing income of a 
partnership, it relates to the taxpayer’s 
share of that income) 


exceeds the total of 


(ii) all amounts each of which is an amount 
deducted under paragraph 80(15)(a) in 
computing the taxpayer’s income for the 
year or a preceding taxation year, and 


(iii) all amounts deducted under section 

61.3 in computing the taxpayer’s income 
for the year or a preceding taxation year, 
and 


-B_ is the amount, if any, by which the amount de- 
termined for A in respect of the taxpayer for 
the year exceeds the total of 


(i) the amount that would be determined 
for A in respect of the taxpayer for the, 


year if that value did not take into account 
amounts included or deducted in comput- 
ing the taxpayer’s income for any preced- 
ing taxation year, and 


(ii) the amount, if any, included under sec- 
tion 56.3 in computing the taxpayer’s in- 
come for the year, 


(b) the total of 


(i) “/s of the amount that would be determined 
for A in paragraph (a) in respect of the tax- 
payer for the year if that value did not take 
into account amounts included or. deducted. in 
computing the taxpayer’s income for any pre- 
ceding taxation year, 


(ii) */s of the amount that would be determined 
for A in paragraph (a) in respect of the tax- 
payer for the year if that value did not take 
into account amounts included or deducted in 
computing the taxpayer’s income for the year 
or any preceding taxation year (other than. the 
last preceding taxation year), 


(iii) 7/5 of the amount that would be deter- 
mined for A in paragraph (a) in respect of the 
taxpayer for the year if that value did not take 
into account amounts included or deducted in 
computing the taxpayer’s income for the year 


, on business in Canada” — 253; 
_ tation Act 35(1); 
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or any preceding taxation year (other than the 
second. last preceding taxation year), and 


(iv) ’s of the amount that would be deter- 
mined for A in‘paragraph (a) in respect of the 
taxpayer for the year if that value did not take 
into.account amounts included or deducted in 
computing the taxpayer’s income for the year 
or any preceding taxation year (other than the 
third last preceding taxation year), and 


(c) where the taxpayer is a corporation.that com- 
mences to wind up in the year (otherwise than in 
circumstances to which the rules in subsection 


88(1) apply), nil. 


Related Provisions: 56.3 — Inclusion into income in following 
year; 61.2 —Reserve for resident individuals; 61.3'— Additional 
reserve, for insolvent corporation; 80.04(4)q) — Agreement to 
transfer forgiven amount; 87(2)(g), UF 1) — Amalgamations — car- 
ryover of reserve. 


History: S. 61.4 added by, 1995::¢: od s. 20, applicable to taxation 

years that end after February 21, 1994, 

Definitions [s. 61.4]: “amount”, “business” — 248(1); “carrying 

“corporation” — 248(1), Interpre- 
“fiscal period’ — 249(2)(b), 249.1; “non-resi- 

“resident in. Canada” — 250; “taxation year’ — 

“trust”? — 104(1),.248(1), (3). 


dent” — 248(1); 
249; “taxpayer” — 248(1); 


62. (1) Moving expenses — Where a taxpayer 
has, at any time, commenced 
(a) to carry on a business or to be employed at a 
location in Canada (in this subsection referred to 
s “the new work location’), or © 


(b) to be a student in full-time attendance at an 
educational institution (in this subsection referred 
to as “the new work location’) that is a univer- 
sity, college or other educational institution pro- 
viding courses at a post-secondary school level, 


and by reason thereof has moved from the residence 
in Canada at which, before the move, the taxpayer 
ordinarily resided (in this section referred to as “the 
old residence”’) to a residence in Canada at which, 
after the move, the taxpayer ordinarily resided (in 
this section referred to as “the new residence’), so 
that the distance between the old residence and the 
new work location is not less than 40°kilometres 
greater than the distance between the new residence 
and‘ the new work location, in computing the tax- 
payer’s income for the taxation year in which the 
taxpayér moved from the old residence to the new 
residence or for the immediately following taxation 
year, there may be deducted amounts paid by the 
taxpayer aS or on account of moving expenses in- 
curred in the course of moving from the old resi- 
dence to the new residence, to the extent that 


(c) they were not paid on the taxpayer’ S behalf by 
the taxpayer’s employer, 


(d) they were not deductible by virtue of this sec- 
tion in computing the taxpayer’s income for the 
preceding taxation year, 


(e) they would ‘not, but for this section, be de- 
ductible in computing the taxpayer’s income, 
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(f) the total of those amounts does not exceed 


(i) in any case described in paragraph (a), the 
taxpayer’ s income for the year from the tax- 
payer’s employment at the new work location 
or from carrying on the new business at the 
new work location, as the case may be, or 


_ (ii) in any case described in paragraph (b), the 
total of amounts required to be included in 
computing the taxpayer’s income for the year 
by virtue of paragraphs 56(1)(n) and (0), and 


(g) any reimbursement or allowance received by 
the taxpayer in respect of those expenses is in- 
cluded in computing the taxpayer’s income. 


Related Provisions: 4(2) — Deductions under s. 62 not applica- 
ble to any particular source; 64.1 — Individuals absent from Can- 
ada; 115(2) — Non-resident’s taxable income earned in Canada; 
118.2(2)(1.5) — Medical expense credit for moving expenses. 


Pre-RSC History: Para. 62(1)(g) substituted by 1985, c. 45, s, 26, 
applicable to 1985 et seq, Para. 62(1)(g) formerly read: 


(g) any reimbursement received by him for such expenses has 
been included in computing his income for the year. 


All that Dotan of subsec. 62(1) preceding para. (c) substituted by 
1984, c..45, s..21, applicable with respect to relocations occurring 
after 1983. That portion formerly. read: 


62. (1) Moving expenses — A eas a pelath 
(a) has, at.any time, 


(1) ceased. to carry on business or to be employed at 
the location or locations, as the case may be, in Can- 
ada at which he ordinarily, so carried on business or 
was so employed, or * 


(ii) ceased to be a student in full-time attendance at 
an educational institution in Canada.-that is a.univer- 
sity, college or other educational institution provid- 
ing courses at a post-secondary school level, . 


and commenced to carry on a business or to be employed 
at another location in Canada (hereinafter referred to as 
his “new work location’), or 


(b) has, at any time, commenced to_be a student in full- 
time attendance at an educational institution (hereinafter 
referred to as his “new work location’) that is a univer- 
sity, college or other educational institution providing 
courses at a post-secondary. school level, 


and by reason thereof has moved from the residence in Can- 
ada at which; before the move, he ordinarily resided.on ordi- 
nary working days (hereinafter referred to as his “old resi- 
dence”) to a residence in Canada at which, after the move, he 
ordinarily so resided (hereinafter referred to as his “new resi- 
dence”), so that the distance between his old residence and 
his. new work location is not less than 40 kilometres greater 
than the distance between his new residence and his new 
work location, in computing his income for the taxation year 
in which he moved from his old residence to his new resi- 
dence or for the immediately following taxation- year, there 
may be deducted amounts paid by him. as or on account of 
moving expenses incurred in the course of moving from his 
old residence to his new residence, to the extent that 


All that portion of subsec. 62(1) of the Act following para.(b) and 


preceding para. (c) substituted by 1980-81-82-83, c. 140,s. 31, ap- 
plicable with respect to relocations occurring after 1981, to substi- 
tute “40 kilometres” for “25 miles”. 

Selected Cases [subsec. 62(1)]: Giannakopoulos v. MNR, 
[1995] 2 C.T.C. 316 (FCA) (Distance to be measured along shortest 
normal route, not straight line); Glaubitz v. Canada, [1994] 2 
C.T.C..2448 (TCC) (Deduction disallowed where expenses not in- 


S. 62(3)(f) 


curred for pupose of. commencing: work at new work location); 
Schultz v. The Queen, [1988] 2 C.T.C. 293 (FCTD) (Moving ex- 
penses deductible when incurred due to loss of employment or to 
initiate new business); Midyette v. The Queen, [1985] 2 C.T.C. 362 
(FCTD) (Teacher taxpayer on one-year fellowship abroad; moving 
expenses not deductible); Rath v. The Queen, [1982] C.T.C. 207 
(FCA) (Deduction disallowed when payment for loss and replace- 
ment costs of goods not moving expenses); Storrow v. The Queen, 
[1978] C.T.C. 792 (FCTD) (Costs incurred in connection with ac- 
quisition of new residence not moving expenses). 


Interpretation Bulletins: See list at end of s. 62. 
UT. Technical News: No. 6 (road distance to be used instead of 
“as the crow flies’’). 


Forms: T1-M: Claim for moving expenses. 


(2) Application of subsec. (1) to certain stu- 
dents — Where a taxpayer would, if subsection (1) 
were read without reference to paragraph (a) thereof 
and 


(a) if the reference therein to “moved from the 
residence in Canada at which” were read as a ref- 
erence to “moved from the residence at which’, 
or 


_ (bo) if the reference therein to “to a residence in 
- Canada at which” were read as a reference to* ‘to 
a residence at which’, 


be entitled to deduct an amount by virtue of that sub- 
section in computing the taxpayer’s income for a 
taxation year, that amount may be deducted in com- 


puting the taxpayer’s income for the year. 


Related Provisions: 64.1 — Individuals absent from Canada; 
115(2) — Non-resident’s taxable income earned in Canada; 
118.2(2)(1.5) — Medical expense credit for moving expenses. 


Interpretation Bulletins: Sce list at end of s. 62. 


(3) Definition of “moving expenses” — In sub- 
section (1), “moving expenses” includes any expense 
incurred as or on account of | 


(a) travel costs (including a reasonable amount 
expended for meals and lodging), in the course of 
moving the taxpayer and members of the tax- 
payer’s household from the old residence to the 
new residence, 


(b) the cost to the taxpayer of. transporting or 
storing household effects in the course of moving 
. from the old residence to the new residence, 


(c) the cost to the taxpayer of meals and lodging 
near the old residence or the new residence for 
the taxpayer and members of the taxpayer’s 
household for a period not exceeding 15 days, 


(d) the cost to the taxpayer of cancelling the lease 
by virtue of which the taxpayer was the lessee of 
the old residence, | 


(e) the taxpayer’s selling costs in respect of the 
sale of the old residence, and 


(f) where the old residence is sold by the taxpayer 
or the taxpayer’s spouse as a result of the move, 
the cost to, the taxpayer of legal services in re- 
spect of the purchase of the new residence and of 
any. tax, fee or duty (other than any goods and 
services tax or value-added tax) imposed on. the 
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transfer or registration of title to the’ new 
residence, 


Selected Cases [para. 62(3)(f)]: Lachman v. Canada, [1995] 2 
C.T.C. 2944D (TCC) (B.C. land transfer tax. and GST both included 
in moving expenses); Johnson v. Canada, [1995] 2 C.T.C. 2110 
(TCC) (GST is not a tax imposed.on transfer or registration of title 
to new residence); Mann v. Canada, [1995] 2 C,.T.C..2049. (TCC) 
(GST and,Ontario land transfer tax deductible under provision in 
respect of newly constructed home). 


but, for greater certainty, does not elias seh 
(other than costs referred to in paragraph (f)) in- 
curred by the taxpayer in respect of the acquisition 
of the new residence. 


Related Provisions: 56(1)(n) — Scholarships, bursaries, etc.; 
56(1)(o0) — Research grants; 64.1 — Individuals absent from Can- 
ada; 115(2) — Non-resident’s taxable income earned in Canada; 
118.2(2)(1.5) — Medical expense credit for moving expenses. 


History: Para. 62(3)(f) amended by 1998, c. 19, s. 102, applicable 
to costs incurred after 1990. The para. formerly read: 
(f) where the old residence is being or has been sold by the 
taxpayer or the taxpayer’s spouse’as a result of the move, the 
cost to the taxpayer of legal services in respect of the 
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purchase of the new residence and of any taxes imposed on 
the transfer or registration of title to the new residence, 


Pre-RSC History: All that portion of subsec. 62(3) following 
para. (d) substituted by 1977-78, c. 1, s. 27, applicable in respect of 
costs incurred after December 31, 1976. That portion formerly read: 


(e) his selling costs in respect of the sale of his old 
residence, ; 


but, for greater ‘certainty, does’ not include costs incurred by 
the taxpayer in pea of the acquisition of his new 
residence. 


All that portion of subsec. 62(3) following para. @) substituted by 
1976-77, c. 4, s. 20, applicable in respect. of costs. incurred after 
May 25, 1976. That portion formerly read: 


(e) his selling costs in respect of the sale.of his old pence. 


Selected Cases [subsec. 62(3)]: Séguin v.R., [1998} 1,.C.T.C. 
2453. (TCC) (Mortgage interest at old location not included in moy-, 
ing expenses); Oster.y. Canada, [1995]. 1. C,T.C. 2224 (TCC) 
(Transfer allowances equal to one month’s pay were taxable bene- 
fits and not moving expenses); Collin v. MNR, [1990] 2 C.T.C. 92 
(FCTD) (Amount paid by vendor to enable making of loan to pur- 
chaser was cost of disposition not reduction in price); Gold v. The 
Queen, [1977] C.T.C. 616 (FCTD) (Living and:education expenses 
of child in former city of residence not “moving expenses”’): 


Selected Cases [s. 62]: Cameron (D.) v. MNR, [1993] 1 C.T.C. 
2745: (TCC) (Distance measured as space between two points (“as 
the crow flies”), not along shortest road between two points). 


Definitions [s. 62]: “amount”, “business” — 248(1); “Canada” — 
64.1, 255; “carrying on business” — 253; “employed”, “employer”, 
Re PO pouds and services tax” — 248(1); “JHOvaDE eX-. 
penses” — 62(3); “spouse” — 252(4)(a); awe ‘year’ — 249; 
‘taxpayer’ — 248(1). 
Interpretation Bulletins [s. 62]: IT-178R3: Moving expenses; 
IT-193 SR: Taxable income of individuals resident in Canada dur- 
ing part of a year (Special Release); IT-518R: Food, beverages and 
entertainment expenses. 


Forms [s. 62]: T1-M: Claim ae moving asnliga . 


63. (1) Child care expenses — Subject to subsec- 
tion (2), where a prescribed form containing pre- 
scribed information is filed with a taxpayer’s return 
of income (other than a return filed under subsection 
70(2) or 104(23), paragraph 128(2)(e) or subsection 
150(4)) under this Part for a taxation year, there may 
be deducted in computing the taxpayer’s income for 
the year such amount as the taxpayer claims not ex- 
ceeding the total of all amounts each of which is an 
amount paid, as or on account of child care expenses 
incurred for services rendered in the year in respect 
of an eligible child of the taxpayer, 


(a) by the taxpayer, where the taxpayer is a tax- 
payer described in subsection (2) and the support- 
ing person of the child for the year is a person 
described in. subparagraph (2)(b)(vi), or. 


(b) by the taxpayer or a supporting person of the 
child for the year, in any other case, . 


to the extent that 
(c) the amount is not included in computing? i 
amount deductible under this subsection by an in- 
dividual (other than the taxpayer), and | 
(d) the amount is not an amount (other than an 


amount that is included in computing the tax- 
payer’s income and that is not deductible in com- 
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puting the taxpayer’s taxable income) in respect 
of which any taxpayer is or was entitled to a re- 
imbursement or any other form of assistance, 


and the payment of which is proven by filing with 
the Minister one or more receipts each of which was 
issued by the payee and contains, where the payee is 
an individual, that individual’s Social. Insurance 
Number, but not exceeding the amount, if any, by 
which 


(e) the lesser of 


(i) 7/3 of the taxpayer’s earned income for the 
year, and 


(ii) the total of 


(A) the product. obtained when $5,000 is 
multiplied by the number of eligible chil- 
dren of the taxpayer for the year each of 
whom 7 ; 


(I) is under 7 years of age at the end of 
the year, or 


(II) is a person in respect of whom an 
amount may be deducted under section 
118.3 in computing a taxpayer’s tax 
payable under this Part for the year, and 


(B) the product obtained when $3,000 is 
multiplied by the number of eligible chil- 
dren of the taxpayer for the year (other 
than those referred to in clause (A)) 


exceeds 


(f) the total of all amounts each of which is an 
amount that is deducted, in respect of the tax- 
payer’s eligible children for the year, under this 
section in computing the income for the year of 
an individual (other than the taxpayer) to whom 
subsection (2) applies for the year. 


S. 63(1) 


Related Provisions: 4(2) — Deductions under s. 63 not applica- 
ble to any particular source; 63(2.2) — Deduction for person attend- 
ing school or university; 64.1 — Individuals absent from Canada; 
220(2.1) — Waiver of filing of documents. 


History: Para. 63(1)(f) amended by 1997, c. 25, subsec. 12(1), ap- 
plicable to 1996 et seq. Para. (f) formerly read: 


(f) the total of all amounts each of which is an amount de- 

ducted, in respect of the eligible children of the taxpayer that 

are referred to in subparagraph (e)(ii), under this subsection 

for the year by an individual (other than the taxpayer) to 
- whom subsection (2) is applicable for the year. 


That portion of subsec, 63(1) preceding para. (a) amended by 1994, 
c. 7, Sch. VIII (1993, c. 24), subsec. 23(1), applicable to 1992 et 
seq. That portion formerly read: _ 


(1) Subject to subsection (2), where a taxpayer who has an 
eligible child for a taxation year files with the taxpayer’s re- 
turn of income (other than a return of income filed under sub- 
section 70(2) or 104(23), paragraph 128(2)(e) or subsection 
150(4)) under this Part for the year a prescribed form contain- 
ing prescribed information, there may be deducted in comput- 
ing the income of the taxpayer for the year the total of all 
amounts each of which is an amount paid in the year as or on 
account of child care expenses in respect of an eligible child 
of the taxpayer for the year 


That portion of cl. 63(1)(e)(ii)(A) preceding subcl. (1), and cl. 
(1)(e)Gi)(B), amended by 1994, c. 7, Sch. VII (1993, c. 24), sub- 
secs. 23(2) and (3), to substitute, respectively, “$5,000” for 
“$4,000” and “$3,000” for “$2,000”, applicable to 1993 et seq. 


Subcl. 63(1)(e)Gi)(A)CD substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 36(1), applicable to 1991 et seg. That subcl. formerly 
read: 


(II) has a severe and prolonged mental or physical impair- 
ment that has been certified as such in prescribed form by a 
medical doctor or, where the impairment is an impairment of 
sight, by a medical doctor or an optometrist, where a copy of 
the certificate has been filed with the Minister, and 


Pre-RSC History: That portion of subsec. 63(1) preceding para. 
(a), and para. 63(1)(e), substituted by 1988, c. 55, subsecs. 39(1), 
(2), applicable to 1988 et seg. That portion of subsec. 63(1) and 
para. 63(1)(e) formerly read: 


63. (1) Subject to subsection (2), there may be deducted in 
computing the income of a taxpayer for a taxation year the 
aggregate of all amounts each of which is an amount paid in 
the year as or on account of child care expenses in respect of 
an eligible child of the taxpayer for the year 


(e) the least of 
(i) $8,000, 


(ii) the product obtained when $2,000 is multiplied 
by the number of eligible children of the taxpayer for 
the year in respect of whom the child care expenses 
were incurred, and 


(ili) 7% of the taxpayer’s earned income for the year 


That portion of subsec. 63(1) preceding para. (a) substituted by 
1984, c. 45, s. 22, to add “there may be deducted” after “Subject to 
subsection (2)” and to delete “may be deducted” from the end, ap- 
plicable to 1983 et seg. 
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Subsec. 63(1) substituted by 1984, c. 1, subsec. 25(1), applicable to 
1983 et seq. Subsec. (1) formerly read: 


63. (1) There may be deducted in pbiipiting the income for a 
taxation year of a taxpayer who is 


(a) a woman, or 
(b) a man 
(i) who at any time in the year was not married, 


(ii) who at any time in the year was separated from 
his wife pursuant to a decree, order or judgment of a 
competent tribunal or pursuant to a _ written 
agreement, 


(iii) whose wife is certified by a qualified medical 
practitioner to be a person who, 


(A) by reason of: mental or physical infirmity 
and her confinement throughout a period of not 
less than 2 weeks in the year to bed, to a wheel- 
chair or as a patient in a hospital, asylum or 
other similar institution, was incapable of caring 
for children, or 


(B) by reason of mental or physical infirmity, 
was in the year, and is likely to be for a long- 
continued period of indefinite duration, incapa- 
ble of caring for children, or 


(iv) whose wife was confined to prison throughout a 
period of not less than 2 weeks in the year, 


amounts paid by the taxpayer in the year as or on account 
of child care expenses in respect of the taxpayer’s chil- 
dren, to the extent that 


(c) payment of the amounts is proven by filing with the 
Minister receipts each of which contains the Social Insur- 
ance Number of any individual payee who issued the re- 
ceipt, and 
(d) the aggregate of the amounts so paid by the taxpayer 
in the year does not exceed the least of(i) $4,000,(ii) the 
product obtained when $1,000 is multiplied by the num- 
ber of the taxpayer’s children in respect of whom the 
child care expenses were incurred, and(iil) 7/3 of the tax- 
payer’s earned income for the year. 
Para. 63(1)(d) substituted by 1976-77, c. 4, subsec. 21(1), applicable 
to 1976 et seq., to substitute “$4,000” for “$2,000” and “$1,000” for 
“$500”. 
Subpara. 63(1)(b)(ii) substituted by 1974-75-76, c. 26, s. 33, appli- 
cable to 1974 et seg. Subpara. 63(1)(b)(a1) formerly read: 
(ii) who at any time in the year was separated from his wife 
pursuant to a written agreement, 
Selected Cases [subsec. 63(1)]: Wells v. R., [1997] 3 C.T.C. 
2581 (TCC) (Requirement to file receipts with social insurance 
number was directory, not mandatory); Symes y. Canada, [1994] 1 
C.T.C. 40 (SCC) (Child care expenses not business expenses; tax- 
payer not entitled to deduct such expenses in excess of statutory 
limits established in section 63). 


Interpretation Bulletins: See list at end of:s. 63. 
Information Circulars: 82-2R2: SIN legislation that relates to the 
preparation of information slips. 


Forms: 1778: Child care expenses deduction; T1065: Child care 
expenses information sheet. 


(2) Income exceeding income of supporting 
person — Where the income for a taxation year of 
a taxpayer who has an eligible child for the year ex- 
ceeds the income for that year of a supporting person 
of that child (on the assumption that both incomes 
are computed without reference to this section and 


Income Tax Act, Part I, Div. B 


‘paragraphs 60(v.1) and (w)), the amount that may be 


deducted by the taxpayer under subsection (1) for the 
year as or on account of child care expenses shall not 
exceed the lesser of 


(a) the amount that would, but for this subsection, 
be deductible by the taxpayer for the year under 
subsection (1); and 


(b) the product obtained when the total of . 


(i) the product obtained when $150. is multi- 
plied by the number of eligible children of the 
taxpayer for the year each of whom 


(A) is under 7 years of age at the end of 
the year, or 


(B) is a person in respect of whom an 
amount may be deducted under section 
118.3 in computing a taxpayer’s tax paya- 
ble under this Part for the year, and 


(ii) the product obtained when $90 is multi- 
plied by the number of eligible children of the 
taxpayer for the year (other than those re- 
ferred to in subparagraph (i)) 


is multiplied by the number of weeks in the year 
during which the child care expenses were in- . 
curred and throughout which the supporting per- 
son was 


(111) a student in attendance at a designated ed- 
ucational institution (as defined in subsection 
118.6(1)) or a secondary school and enrolled 
in a program of the institution or school of not 
less than 3 consecutive weeks. duration. that 
provides that each student.in the program 
spend. not.less than 10 hours per week on 
courses or work in the program, 


(iv) a person certified by a medical doctor to 
be a person who 


(A) by reason of mental or physical infir- 
mity and confinement throughout a period 
of not less than 2 weeks in the year to bed 
or to a wheelchair or as a patient in a hos- 
pital, an asylum or other similar institution, 
was incapable of caring for children, or 


(B) by reason of mental or physical infir- 
mity, was in the year, and is likely to be 
for a long-continued period of indefinite 
duration, incapable of caring for children, 


(v) a person confined to a prison or similar in- 
stitution throughout a period of not less than 2 
weeks in the year, or 


_ (vi) a person who, because of a breakdown of 
the person’s marriage, was living separate and 
apart from the taxpayer at the end of the year 
and for a period of at least 90 days beginning 
in the year. 

Related Provisions: 3(f) — Nil income is deemed to be $0 in- 


come for comparative purposes; 118.4(2) — Reference to medical 
practitioners. 
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History: Subpara. 63(2)(b)(iii) amended by 1997, c. 25, subsec. 
12(2), applicable to 1996 et seg. Subpara. (b)(ii1) formerly read: 


(iii) a person in full-time attendance at a designated educa- 
tional institution (within the meaning assigned by subsection 
118.6(1)), 


That portion of subpara. 63(2)(b)(i) preceding cl. (A), and subpara. 
(2)(b)(i1), amended by 1994, c. 7, Sch. VII (1993, c. 24), subsecs. 
23(4) and (5), to substitute “$150” for “$120” and “$90” for “$60”, 
applicable to 1993 ef seq. 


Subpara. 63(2)(b)(vi) substituted by 1994, c. 7, Sch. VHT (1993, c. 
24), subsec. 23(6), applicable to 1993 et seq. That subpara. formerly 
read: 


(vi) a person who, by reason of a breakdown of the person’s 
marriage or similar domestic relationship, was living separate 
and apart from the taxpayer at the end of the year and for a 
period of at least 90 days commencing in the year. 


That portion of subsec. 63(2) preceding para. (a) amended by 1994, 
c. 7, Sch. II (1991, c. 49), subsec. 36(2), to add reference to para- 
graph 60(v.1), applicable to 1989 et seq. 


Cl. 63(2)(b)()(B) substituted by 1994, c. 7, Sch. Il (1991, c. 49), 
subsec. 36(3), applicable to 1991 et seg. That cl. formerly read: 


(B) has a severe and prolonged mental or physical impair- 
ment that has been certified as such in prescribed form by a 
medical doctor or, where the impairment is an impairment of 
sight, by a medical doctor or an optometrist, where a copy of 
the certificate has been filed with the Minister, and 


Pre-RSC History: That portion of subsec: 63(2) preceding para. 
(a) amended by 1990, c. 39, subsec, 13(1), to substitute “paragraph 
60(w)” for “paragraphs 56(1)(s) and (u)”, applicable to 1989 et seq. 


Para. 63(2)(b) substituted by 1988, c. 55, subsec. 39(3), applicable 
to 1988 et seq. Para. (b) formerly read: 


(b) the product obtained when the lesser of 
(i) $240, and 


(11) $60 multiplied by the number of eligible children of 
the taxpayer for the year in respect of whom the child 
care expenses were incurred 


is multiplied by the number of weeks in the year during 
which the child care expenses were incurred and throughout 
which the supporting person was a person described in one or 
more of the following subparagraphs: 


(111) a person in full-time attendance ata designated edu- 
cational institution (within the meaning assigned by para- 
graph 110(9)(a)), 


(iv) a person certified by a qualified medical practitioner 
to be a person who 


(A) by reason of mental or physical infirmity and 
confinement throughout a period of not less than 2 
weeks in the year to bed, to a wheelchair or as a pa- 
tient ina hospital, an asylum or other. similar institu- 
tion, was incapable of caring for children, or 


(B) by reason of mental or physical infirmity, was in 

. the year, and is likely to be for a long-continued pe- 
riod of indefinite duration, incapable of caring for 
children, 


(v) a person confined to a prison or similar institution 
throughout a period of not less than 2 weeks in the year, 
or 


(vi) a person living separate and apart from the taxpayer, 
throughout a period of not less than 90 days commencing 
in the year, by reason of a breakdown of their marriage or 
similar domestic relationship. 


S. 63(2.1) 


Subsec. 63(2) substituted by 1984, c. 1, subsec. 25(1), applicable to 
1983 et seq. Subsec. (2) formerly read: 


(2) Application of ss. (1) in certain cases — For the pur- 
poses of subsection (1), 
(a) where the taxpayer is a man, subparagraph (1)(d)(i) 
shall be read as follows: 
“(i) the lesser of $4,000 and an amount equal to the 


product obtained when the number of weeks in the 
year throughout which 


(A) he was not married, 


(B) he was separated from his wife pursuant to 
a written agreement, or 
(C) his wife was confined as described in 
clause (b)(iii)(A) or subparagraph (b)(iv) or 
was incapable as. described in clause 
(b)(aii)(B), 
as the case may. be, is multiplied by the lesser of 
$120 and the product obtained when $30 is multi- 
plied by the number of children in respect of 
whom the child care expenses were incurred”; and 


(b) where the taxpayer is a wife described in subpara- 
graph (1)(b)(iii) or (iv), 
(i) subparagraph (1)(d)(i) shall be read as follows: 
“(i) $4,000 minus the amount deductible by 


virtue of this section in ‘computing the income 
for the year of the taxpayer’s spouse”, and 


(ii) subparagraph (1)(d)(ii) shall be read as follows: 
“(i) the amount, if any, by which 


(A) the product obtained when $1,000 is 
multiplied by the number of his children 
in respect of whom the child care. ex- 
penses were incurred, 


exceeds 


(B) the amount deductible by virtue of this 
section in computing the income for the 
year of the taxpayer’s spouse”. 


Subsec. 63(2) substituted by 1976-77, c. 4, subsec. 21(2), applicable 
to 1976 et seq., to. substitute “$4,000” for “$2,000”, “$120” for 
“$60”, “$30” for “$15” and “$1,000” for “$500”. 


Selected Cases [subsec. 63(2)]: Kelner v. Canada, [1996] 1 
C.T.C, 2687. (TCC) (“Separate and apart” given same meaning as in 
Divorce Act and can exist within same dwelling); McLaren v. MNR, 
[1990] 2 C.T.C. 429 (FCTD) (Provision not applicable where sup- 
porting person has no income). 


Interpretation Bulletins: Sce list at end of s. 63. 


(2.1) Taxpayer and supporting person with 
equal incomes — For the purposes of this section, 
where in any taxation year the income of a taxpayer 
who has an eligible child for the year and the income 
of a supporting person of the child are equal (on the 
assumption that both incomes are computed without 
reference to this section and paragraphs 60(v.1) and 
(w)), no deduction shall be allowed .under this sec- 
tion to the taxpayer and the supporting person in re- 
spect of the child unless they jointly elect to treat the 
income of one of them as exceeding the income of 
the other for the year. 

History: Subsec. 63(2.1) amended by 1994, c.'7, Sch. II (1991, c. 


49), subsec. 36(4), to add reference to paragraph 60(v.1), applicable 
to 1989 et seq. 


Pre-RSC History: Subsec. 63(2.1) amended by 1990, c. 39, sub- 


| sec: 13(2), to substitute, “where in any taxation year’ for “where, in 
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any taxation year,” and “paragraph 60(w)” for “paragraphs 56(1)(s) 
and (u)’”, applicable to 1989 et seq. y52.: TS 
Subsec. 63(2.1) added by 1984, c. 1, subsec. mag Secale to 
1983 et seq. 


Interpretation Bulletins: See list at end of s. 63. 


(2.2) Expenses while at school — There may be 
deducted in computing a taxpayer’s income for a 
taxation year such part of the amount determined 
under subsection (2.3) as the taxpayer claims, where 


(a) the taxpayer is, at any time in the year, a stu- 
dent in attendance at a designated educational in- 
stitution (as defined in subsection 118.6(1)) or a 


secondary school and enrolled in a program of. 


the institution or school of not less than 3 consec- 
utive weeks duration that provides that each stu- 
dent in the program spend not less than 10 hours 
per week on courses or work in the program; 


(b) there is no supporting person of an eligible 
child of the taxpayer for the year or the income of 
the taxpayer for the year exceeds the: income for 
the year of a supporting person of the child (on 
the assumption that both incomes are computed 
without reference to this section and paragraphs 
60(v.1) and (w)); and 


(c) a prescribed form containing prescribed infor- 
mation is filed with the taxpayer’s return of in- 
come (other than a return filed under subsection 
°70(2) or 104(23), paragraph 128(2)(e) or subsec- 
tion 150(4)) for the year. 
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History: Subsec. 63(2.2) added by 1997, c. 25, aaa He ap- 
plicable. to: 1996 et seq. 


(2.3) Amount deductible — For the purpose of 
subsection (2.2), the amount determined in respect of 
a taxpayer for a taxation year is the least of 


(a) the amount by which the total of all amounts, 
each of which is an amount paid as or on account 
of child care expenses incurred for, services ren- 
dered in the year in respect of an eligible child of 
the taxpayer, exceeds the amount that is deducti- 
ble under. subsection (1) in computing. the. tax- 
payer’s income for the year, 

(b) 7/3 of the taxpayer’s income for the year com- | 
puted without reference to this section and 
paragraphs 60(v.1) and (w), 

(c) the amount determined by the formula 


(A+B) x C 
where 


A is the product obtained when $150 is multi- 
plied by the number of eligible children of the 
taxpayer for the year each of whom is 


(i) under 7 aici of age at the end of the 
year, or 


(ii) a person in respect of vine’ an amount 

‘may be deducted under section 118.3 in 
computing a taxpayer’s tax payable under 
this Part for the year, 


B is the product obtained when $90 is multiplied 
by the number of the taxpayer’s eligible chil- 
dren for the year (other than those referred to 
in the description of A), and 

Beer hse at 

(i) where there is a supporting person of an 
eligible child of the taxpayer for the year, 
the number of weeks, in the year, in which 
both the taxpayer and: the supporting per- 
son were students described in paragraph 
(2.2)(a), and 

(ii) in any other case, the number of weeks, 
in the year, in which the taxpayer was a 
student described in paragraph (2.2)(a), 


_(d) the amount by which the total calculated 
under subparagraph (1)(e)(ii) in respect of eligi- 
., ble children of the taxpayer for the year exceeds 
the amount that is deductible under subsection (1) 
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in computing the taxpayer’s income for the eae 
and 


(e) where there is a supporting person of an eligi- 
ble child of the taxpayer for the year, the amount 
by which the amount calculated under paragraph 
(2)(b) for the year in respect of the taxpayer ex- 
ceeds 7/3 of the taxpayer’s earned income for the 
year. | 


History: Subsec. 63(2.3) added by 1997, c. 25, subsec. 12(3), ap- 
plicable to 1996 et seq. 


(3) Definitions — In this section, 


“child care expense” means an expense incurred in 
a taxation year for the purpose of providing in Can- 
ada, for an eligible child of a taxpayer, child care 
services including baby sitting services, day nursery 
services or services provided at a boarding school or 
camp if the services were provided 


(a) to enable the taxpayer, or the supporting per- 
son of the child for the year, who resided with the 
child at the time the expense was incurred, 


(i) to perform the duties of an office or 
employment, 


(11) to.carry on a business either alone or as a 
partner actively engaged in the business, 


(iii) [Repealed] 


(iv) to carry on research or any ee work 
in respect of which the taxpayer or supporting 
person received a grant, or. 


(v) to attend a designated educational institu- 
tion (as defined in subsection 118.6(1)) or a 
secondary school, where the taxpayer is en- 
rolled in a program of the institution or school 
of not less than 3 consecutive weeks duration 
that provides that each student in the program 
spend not less than 10 hours per week on 
courses or work in the program, and 


(b) by a resident of Canada other than a person 
(i) who is the father or the mother of the child, 
_ (ii) who is a supporting person of the child or 
is under 18 years of age and related to the tax- 
payer, or 
(iii) in respect of whom an amount is deducted 
under section 118 in computing the tax paya- 


ble under this Part for the year by the taxpayer 
or by a supporting person of the child, 


except that 


(c) any such expenses paid in the year for a 
child’s attendance at a boarding school or camp 
to the extent that the total thereof exceeds the 
product obtained when 


(i) in the case of a child of the taxpayer who 


(A) is under 7 years of age at the end of 
the year, or 


(B) is a person in respect of whom an 
amount may be deducted under section 


S. 63(3) chi 


118.3 in computing a taxpayer’s tax paya- 
ble under this Part for the year, 


~ $150, and 
(ii) in any other case, $90 


is multiplied by the number of weeks in the year 
during which the child attended the school or 
--camp, and 


(d) for greater certainty, any expenses described 
in subsection 118.2(2) and any other expenses 
that are paid for medical or hospital care, cloth- 
ing, transportation or education or for board and 
lodging, except as otherwise expressly prowiand 
in this definition, 


are not child care expenses; 
Related Provisions: 64.1 — Individuals absent from Canada. 


History: Subpara. (a)(v) added to the definition “child care ex- 
pense” in subsec. 63(3) by 1997, c. 25, subsec. 12(4), applicable to 
1996 et. seq: 


Subpara. (a)(iii) of the definition “child care expense” in subsec. 
63(3) repealed by 1996, c. 23, subsec. 173(1), in force January 1, 
1998. Subpara. (a)(iii) formerly read: 


(111) to undertake an occupational training course in respect of 
which the. taxpayer or supporting person received, a training 
allowance paid to himor her under the National Training Act, 
or 


That portion of subpara. (c)(i) following cl. (B), and subpara. (c)(i1), 
of the definition “child care expense” in subsec. 63(3) amended by 
1994, 'c. 7, Sch. VIIT (1993, c: 24), subsecs. 23(7) and (8), to substi- 
tute “$150” for “$120”, and “$90” for “$60”, applicable to 1993 et 
Seq. 

Subpara. (b)(ii) substituted by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 36(5), applicable to 1990 et seg. That subpara. formerly read: 


(ii) who is a supporting person of the child or was under 21 
years of age and connected with the taxpayer or the tax- 
payer’s spouse by blood relationship, marriage, or adoption, 
or 


Cl. (c)(i)(B) substituted by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
36(6), applicable to 1991 et seg. That cl. formerly read: 


(B) has a severe and prolonged mental or physical impair- 

_tIment that has been certified as such in prescribed form by a 
medical doctor or, where the impairment is an impairment of - 
sight, by a medical doctor or an optometrist, where a copy of 
the certificate has been filed with the Minister, 


Pre-RSC History: The definition “child care expense” was para. 
63(3)(a). See Table of Concordance. 


That portion of para. 63(3)(a) preceding subpara. (1), cl: 
63(3)(a)(ii)(C), and subparas. 63(3)(a)(ii1), (iv) substituted by 1988, 
c. 55, subsecs. 39(4) to (6), applicable to 1988 et seg. Those substi- 
tuted portions formerly read: 


(a) “child care expense” — “child care expense” means an 
expense incurred for the purpose of providing in Canada, for 
any eligible child of a taxpayer, child care services including 
baby sitting services, day nursery services or lodging at a 
boarding school or camp if the services were provided 


63(3)‘child care expense‘ 


(C) in respect of whom a.deduction has been made 
under section 109 in computing the taxable income 
for the year of the taxpayer or of a supporting person 
of the child, 
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(iii) any such expenses incurred in the year for a child’s 
lodging at a boarding school or camp, to the extent that 
the aggregate thereof exceeds the product obtained when 
$60 is multiplied by the number of weeks in the year dur- 
ing which the child was so lodged, and 
(iv) for greater certainty, any expenses described in para- 
graph 110(1)(c) and any other expenses that are incurred 
for medical or hospital care, clothing, transportation or 
education or for board and lodging (except as otherwise 
expressly provided in this paragraph), 
All that portion of para. 63(3)(a) preceding cl. (1i)(A) substituted, 
subparas. 63(3)(a)(ii) to (iv) substituted for subparas. (iii) to (v), by 
1984, c. 1, subsecs. 25(2)-(5), applicable to 1983 et seg. Also, 
“$60” substituted for “$30” in subpara. (i11). All that portion of para. 
63(3)(a) preceding cl. (ii)(A), subpara. 63(3)(a)(iii) formerly, read: 
(a) “child care expense” — “child care expense” of a tax- 
payer means an expense incurred by the taxpayer for the pur- 
pose of providing in Canada, for any child of the taxpayer, 
child care services including baby sitting services, day. nurs- 
ery services or lodging at a boarding school or camp, if 
(1) the child was, during the year, ordinarily in the cus- 
tody of the taxpayer and 


(A) under 14 years of age, or 
(B) 14 years of age or over and dependent by reason 
of mental or physical infirmity, 


(11) the services were provided to enable the taxpayer 


(iii) the services were provided by a resident of Canada 
other than a person 


(A) in respect of whom a deduction has been made 
under section 109 in computing the taxable income 
for the year of the taxpayer or his spouse, or 


(B) who, during the year, was under 21 years of age 
and connected with the taxpayer or his spouse by 
blood relationship, marriage or adoption, 


Cl. 63(3)(a)Gi)(C) substituted by 1980-81-82-83, c. 109, subsec. 
19(2), proclaimed in force August 2, 1982. Cl. (a)(ii)(C) formerly 
Treads 


to undertake an occupational training course in respect of 
which he received an adult training allowance paid to him 
under the Adult Occupational Training Act, or 


Subparas. 63(3)(a)(ii), (iv) substituted by 1976-77, c. 4, subsecs. 
21(3), (4), applicable to 1976 ef seq., to substitute (in subpara. 
63(3)(a)(iv))“$30” for “$15”. Subpara. (a)(ii) formerly read: 


(ii) the services were provided. to enable the taxpayer to per- 
form the duties of an office or employment or to carry on a 
business either alone or as a- fides actively engaged in the 
business, and 


Interpretation Bulletins: See list at end of s. 63. 


“earned income” of a taxpayer means the total of 


(a) all salaries, wages and other remuneration, in- 
cluding gratuities, received by the taxpayer in re- 
spect of, in the course of, or because of, offices 
and employments, 


(b) all amounts that are included, or that would, 
but for paragraph 81(1)(a), be included, because 
of section 6 or 7 or paragraph 56(1)(n), (0) or (r), 
in computing the taxpayer’s income, 


(c) all the taxpayer’s incomes or the amounts that 
would, but for paragraph 81(1)(a), be the tax- 
payer's incomes from all businesses carried on 
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either alone or as a partner actively engaged in 
the business, and 


(d) all amounts received by the taxpayer as, on 
account of, in lieu of payment of or in satisfaction 
of, a disability pension under the Canada Pension 
Plan or a provincial pension plan as defined in 
section 3 of that Act; 


Related Provisions: 122.6“earned income” — definition in 63(3) 
applies to Child Tax Benefit. ’ 


History: Para. (b) of the definition ‘ ‘earned income” in subsec, 
63(3) amended by 1998, c. 19, subsec. 103(2), applica le. after 
1997. The para. formerly read: 


(b) all amounts that are included, or that would, but for para- 
graph 81(1)(a), be included, because of section 6 or 7 or para- | 
graph 56(1)(m), (n), (0) or (r), in. computing the taxpayer’s 
income, 


Para. (b) of the definition “earned income” in subsec. 63(3) 
amended by 1998, c. 19, subsec. 103(1), applicable after 1992 and 
before 1998. The para. formerly read: 


(b) all amounts that are included or that would, but for ‘para- 
graph 81(1)(a), be included because of section 6 or 7 or.para- 
graph 56(1)(n) or (0),.in computing the taxpayer’s income, 


Para. (d) of the definition “earned income” in subsec. 63(3) 
amended by 1998, c. 19, s. 10, applicable to amounts received after 
1994. The para. formerly read: 


(d) all amounts described in paragraph 56(8)(a) received by 
the taxpayer in the year; 


Para. (b) of the definition “earned income’ in subsec. 63(3) — 
amended by 1996, c. 23, subsec. 173(2), in force January 1, 1998. 
Para. (b) formerly read: 


(b) all amounts that are included or that would, but for para- 
graph 81(1)(a), be included because of section 6 or 7 or para- 
graph 56(1)(m), (n) or (0), in computing the taxpayer’s 
income, 


Paras. (a) to (d) of the definition, “earned income” in subsec. 63(3) 
substituted for (a) to (c) by 1994, c. 7, Sch. VII (1992, c. 48), sub- 
sec. 3(1), applicable to 1993 et seg. Paras. (a) to (c) formerly read: 


(a) all salaries, wages and other remuneration, including gra- 
tuities, received by the taxpayer in respect of, in the course 
of, or by virtue of offices and employments, and all amounts 
included in computing the taxpayer’s income by virtue of sec- 
tions. 6. and 7, 


(b) amounts included in computing the taxpayer's income by 
virtue of paragraph 56(1)(m), (n) or (0), and 
(c) the taxpayer’s incomes from all businesses “carried on ei- 
ther alone or as a partner actively engaged in the business; 
Pre-RSC History: The definition 
63(3)(b). 
Interpretation Bulletins: IT-434R: Rental of real property by 


“earned income”. was para. 


, individual. See also list at end of s. 63. 


“eligible child” of a taxpayer for a taxation year 
means 


(a) a child of the taxpayer or of si taxpayer’s 
spouse, or 


(b) a child dependent on the taxpayer or the tax- 
payer’s spouse and whose income for the year 
does not exceed the amount used under paragraph 
(c) of the description. of B in subsection 118(1) 
for the year 


if, at any time during the year, the child - 
(c) is under 16 years of age, or 
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(d) is dependent on the taxpayer or on the tax- 
payer’s spouse and has a mental or AIR pa 
infirmity; 
History: Para. (c) of the definition “eligible child” in subsec, 63(3) 
amended by 1997, c. 25, subsec. 12(5), applicable to 1996 et seq. 
Para. (c) formerly read: 
(c) is under 14 years of age, or 


Para. (b) of the definition ‘ ‘eligible. child” in subsec. 63(3). substi- 
tuted by 1994, c. 7, Sch. VII (1992, c. 48), subsec. 3(2), applicable 
to 1993 et seg. Para. (b) formerly read: 


(b) a child in, respect of whom the taxpayer deducted an 
amount under section 118 for the year, 


Pre-RSC. History: The definition 
63(3)(c). 


Para. 63(3)(c) substituted, by 1988, c. 55, subsecs. 39(7), applicable 
to 1988 et seq. Para. (c) formerly read: 


“eligible child” was, para. 


(c) “eligible child” of a taxpayer for a taxation year means 
(i) a child of the taxpayer or of his spouse, or 


(11) a child in respect of whom the taxpayer deducted an 
amount under section 109 for the year, 


if, at any time during the year, the child was under 14 years of 
age or was over 13 years. of age and dependent on. the tax- 
payer by reason of mental or physical infirmity; and 


Para. 63(3)(c), added by 1984, c. ‘1, subsec. 25(6), applicable to 
1983 ef seq. 


“supporting person” of an eligible child of a tax- 
payer for a taxation year means a a other than 
the taxpayer, who is 


(a) a parent of the child, 
(b) the taxpayer’s spouse, or 


(c) an individual who deducted an amount under 
section 118 for the year in respect of the child, 


if the parent, spouse or individual, as the case may 
be, resided with the taxpayer at any time during the 
year and at any time. within 60 days. after the end of 
the year. 

History: The opening words of the definition “supporting person” 


in subsec. 63(3) amended by 1997; c. 25, subsec. 12(6), applicable 
to 1983 et seg. The opening words formerly read: 


“supporting person” of an eligible child of a taxpayer for a 


taxation year means 
Pre-RSC History: The definition ‘ ‘supporting person” was para. 
63(3)(d). 
Subpara. 63(3)(d)(iii) amended to substitute “section 118” for “sec- 
tion 109”, by 1988, c. 55, subsec. 39(8), applicable to 1988 ‘et seq. 


Para. 63(3)(d) added by 1984, c.1, subsec. 25(6), applicable to 1983 


et Seq. 


(4) Commuter’s child care expense — Where 
in a taxation year a person resides in Canada near the 
boundary between Canada and the United States and 
while so resident incurs expenses for child care ser- 
vices that would be child care expenses if 


(a) the definition “child care expense” in subsec- 
tion (3) were read without reference to the words 
“in Canada”, and 


(b) the reference in paragraph (b) of the definition 
“child care expense” in subsection (3) to “resi- 
dent of Canada” were read as “‘person’’, 
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641,255; “child” — 


S. 64(a) 


those expenses (other than-expenses paid for a 
child’s attendance at'a boarding school or camp 
outside Canada) shall be deemed to be child care ex- 
penses for the purpose of this section if the child care 
services are provided at a place that is closer to the 
person’s principal place of residence by a reasonably 
accessible route, having regard to the circumstances, 
than any place in Canada where such child care ser- 
vices are available and, in respect of those expenses, 
subsection (1) shall be read without reference to the 
words “and contains, where the payee is an individ- 
ual, that individual’s Social Insurance Number”. 


History: Subsec. 63(4) added, by 1994, c..21, s..27, applicable to 
1992 et seq. 


Pre-RSC History [former subsec. 63(4)]: Subsec. 63(4) re- 
pealed by 1984, c. 1, subsec. 25(7), applicable to. 1983 et seg. Sub- 
sec. 63(4) formerly read: 


(4) Custody — For the purposes of this section, it shall be 
assumed that.a child of a woman and a man who were living 
together without being married to each other was ordinarily in 
the custody of the woman and not in the custody of the man. 


Selected Cases [s. 63]: Senger-Hammond y. Canada, [1997] | 
C.T.C. 2728 (TCC) (Purpose of legislation is to permit deduction of 
child care expenses, not collection of tax from baby-sitters). 


amount”, “business” — 248(1); “Canada” — 
252(1);. “child care expense”, “earned in- 
come”, “eligible child” — 63(3); “employment” — 248(1); “fa- 
ther” “individual” — 248(1); “marriage” — 252(4)(b); 
“medical doctor” — 118.4(2); “Minister” — satis “mother” — 


Definitions [s. 63]: ¥: 


252(2); “office” — 248(1); “parent” — 252(2); “person”, “pre- 
scribed” — 248(1); “spouse” — 252(4)(a); “supporting: person” — 
63(3); “taxable income” — 2(2), 248(1); “taxation year” — 249; 


“taxpayer” — 248(1). 


Interpretation Bulletins [s. 63]: IT-193 SR: Taxable income of 
individuals resident in Canada during part of a year (Special Re- 
lease); IT-495R2: Child -care expenses; IT-518R: Food, beverages 
and entertainment expenses. 


63.1 [See s. 64.1] 


64. Attendant care expenses — If a taxpayer in 
respect of whom an amount may be deducted be- 
cause of section 118.3 for a taxation year files. with 
the taxpayer’s return of income (other than a return 
of income filed under subsection 70(2), paragraph 
104(23)(d) or 128(2)(e) or subsection 150(4)), for the 
year a prescribed form containing prescribed infor- 
mation, there may be deducted in computing the tax- 
payer’s income for the year the lesser of 


(a) the amount determined by the formula 
A-B 
where 


A is the total of all amounts each of which is an 
amount that was 


(1) paid in the year by the taxpayer to a 
person who, at the time of the payment, is 
neither the taxpayer’s spouse nor under 18 
years of age as or on account of attendant 


S. 64(a) 


care provided in Canada to. the Si eee to 
enable the taxpayer to 


(A) perform the duties of an office or 
employment, 

(B) carry on a business either alone or 

as a partner actively engaged in the 

business, or 


(C) [Repealed]. 


(D) carry on research or any similar 
work in respect of which | the taxpayer 
received a grant, 


the payment of which is proven by filing 
with the Minister one or more receipts 
each of which was issued by the payee and 
contains, where the payee is an individual, 
that individual’s Social Insurance Number, 
and 


(ii) not included in computing a deduction 
under section 118.2 for any taxation year, 
and 


B is the total of all amounts each of which is the 
amount of a reimbursement or any other form 
of assistance (other than prescribed assistance 
or an amount that is included in computing a 
taxpayer’s income and that is not deductible 
in computing the taxpayer’s taxable income) 
that any taxpayer is or was entitled to receive 
in-respect of an amount included in computing 
the value of A, and 


(b) 7/3 of the total of all amounts each of which is 


(1) an amount included under any of sections 
5,6 and 7 in computing the taxpayer’s income 
for the year from an office or employment, 


(ii) an amount included by reason of para- 
graph 56(1)(n) or (0) in computing a tax- 
payer’s income for the year, or 


(111) the taxpayer’s income for the year from a 
business carried on either alone or as a partner 
actively engaged in the business. 


(c) [Repealed] 


Related Provisions: 4(2) — Deductions under s. 64 not applica- 
ble to any particular source; 64.1 — Individuals absent from Can- 
ada; 118.2(2)(b), (b.1), (c) — Medical expense — attendant care; 
252(4)(a) — Extended meaning of “spouse”; 257 — Formula can- 
not calculate to less than zero. 


History: The opening words of s. 64 amended and para. (c) re- 
pealed by 1998, c. 19, s. 11, applicable to 1997 et seq. The opening 
words and para. (c) formerly read: 


64. Where a taxpayer in respect of whom an amount may be 
deducted by reason of section 118.3 for a taxation year files 
with the taxpayer’s return of income (other than a return of 
income filed under subsection 70(2) or 104(23), paragraph 
128(2)(e) or subsection 150(4)) under this Part for the year a 
prescribed form containing prescribed information, there may 
be deducted in computing the taxpayer’s income for the year 
an amount that is equal to the least of 


(c) $5,000. 
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Cl. 64(a)A(i)(C), repealed by 1996, c..23, subsec. 174(1), in force 
January 1, 1998. Cl. (C) formerly read: 


(C) undertake an occupational training course in respect of 
which the taxpayer received a training allowance under the 
National Training Act, or 


Subpara. 64(b)(i1) amended by 1996, c. 23, subsec. 174(2), in force 
January 1, 1998. Subpara. (ii) formerly read: 


(11) an amount included by reason of paragraph 56(1)(m), (n) 
or (0) in computing the taxpayer’s income for the year, or 


Para. 64(a) substituted by 1994, c. 7, Sch. II (1991, c. 49), s. 37(1), 
applicable to 1989 et seg., except that, in its application to the 1989 
and 1990 taxation years, that portion of subpara. (i) in the descrip- 
tion of A preceding cl. (A) thereof shall be read’as follows: 


(i) paid in the year by the taxpayer to a person (other than a 
person related to the taxpayer or a person under 18 years of 
age) as or on account of attendant care provided in Canada to 
the taxpayer to enable the taxpayer to 


Para, 64(a) formerly read: 


(a) the total of all amounts each of which is an amount that 
was 


(i) paid in the year by the taxpayer to a person (other than 
a person related to the taxpayer or a person under 18 
years of age) as or on account of attendant care provided 
in Canada to the taxpayer to enable the taxpayer to 


(A) perform the duties of an office or employment, 


(B) carry on a business either alone or as a partner 
actively engaged in the business, 


(C) undertake an occupational training course in re- 
spect of which the taxpayer received a training al- 
lowance under the National Training Act, or 


(D) carry on research or any. similar work in respect 
of which the taxpayer received a grant, 


the payment of which is proven by filing with the Minis- 
ter one. or more receipts each of which was issued by the 
payee and contains, where the payee is an individual, that 
individual’s Social Insurance Number, and 
(ii) not included in computing a deduction under section 
118.2 for the year or any subsequent taxation year, 
Pre-RSC History: S. 64 added by 1990, c. 39, s. 14, applicable to 
1989 et seq. 
Definitions [s. 64]: “amount”, “business” — 248(1); “Canada” — 
64.1, 255; “employment”, “individual”, “Minister”, “office”, “‘per- 
on”, “prescribed” — 248(1); “spouse” — 252(4)(a); “taxable in- 
come” — 2(2), 248(1); “taxation year’ — 249; per — 
248(1). 
Regulations: No assistance prescribed to date for + 64(a)B. 
Interpretation Bulletins: IT-519R2: Medical expense and disa- 
bility tax credits and attendant care expense deduction. 
information Circulars: 82-2R2: SIN legislation ‘that relates to the 
preparation of information slips. : 
Forms: T929: Attendant care expenses. 
Pre-RSC History [s. 64]: Former s. 64 repealed by 1980-81- 82- 
83, c. 140, s. 32, applicable with respect to dispositions occurring 
after November 12, 1981 otherwise than pursuant to the terms in 


existence on November 12, 1981 of an offer or agreement in writing 
made.or entered into on or before that date. S. 64 formerly read: 


9%) 66. 


64. (1) Reserve in respect of consideration for 
disposition. of resource property not receivable until 
subsequent year — In computing a taxpayer’s income for a 
taxation year (in this subsection referred to as the” ‘current 
year”), where : 


(a) by virtue of subsection 59(1) or (3), an amount has 
been included in computing the taxpayer’s income for the 
current year or a previous year, or 
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(b) by virtue of subsection 83A(Sba) or (5c) of this Actas 
it read in its application to a taxation year before the 1972 

_ taxation year,.an amount has been included in computing 
the taxpayer’s income for. that previous year, 


in respect of the disposition of any property. and that amount 
or a part thereof is not due until a day that is after the end of 


the current year, there may be deducted as a reserve in respect , 


of that amount the part thereof that is not due until a day that 
is after the end of the current year (not exceeding, where the 
property was disposed of in a taxation year preceding the cur- 
rent year, any amount deducted under this subsection in re- 
spect of the disposition of the property in computing the tax- 
payer’s income for the taxation year immediately preceding 
the current year), and for greater certainty, no deduction may 
be made in respect of that amount by. virtueof beach 
20(1)(n). 


(1.1) Idem — Where, by virtue of aaiciiel 59(3.2)(c), an | 


amount has been included in computing a taxpayer’s income 
for a taxation year (in this subsection referred to as the “initial 
~~ year’) and an amount has by virtue of the disposition ‘of a 
property to which subsection 59(1.1) or (3.1) applies been in- 
cluded, by virtue of clause 66.2(5)(b)(v)(A), in computing the 
cumulative Canadian development expense of the taxpayer at 
any time in the-initial year and all or a portion of the amount 
' s0 included in computing the taxpayer’s Cumulative Canadian 
development expense is not due until after the end of a taxa- 
tion year, there may be deducted as a reserve in computing 
the income of the taxpayer for that taxation year in respect of 
the portion of the amount that is not due until after the end of 
that taxation year, i i 


(a) where the taxation year is the initial year, the lesser of 


(i) the amount included in computing the taxpayer’ s 
income for the taxation year by virtue of paragraph 
59(3.2)(c), and 


(11) the part of the portion of the amount imrespect-of 
a disposition of the property that is not due until.a 
day that is after the end of the taxation year, or 


(b) in any other case, the lesser of 


(i) the amount deducted under this paragraph or para- 
graph (a) in respect of the property in computing the 
taxpayer’s income for the immediately preceding 
taxation year, and 


(ii) the’ part of the portion of the amount in respect of 
the property. that is not due until a day that is after 
the end of the taxation year 


‘and for greater certainty, no deduction may be made in 
respect of any amount or portion of any amount referred 
to in paragraph (a) or (b) by virtue of paragraph 20(1)(n). 


(1.2) Idem — Where, by virtue of paragraph 59(3:2)(c), an 
amount has been included in computing a taxpayer’s income 
for a taxation year (in this subsection referred to as the “initial 
year’) and an amount in respect of the disposition of a prop- 
erty to which subsection 59(1.2) applies has been included, 
by virtue of clause 66.4(5)(b)(v)(A), in computing the cumu- 
lative Canadian oil and gas property expense of the taxpayer 
at any time in the initial year and all or a portion of the 
amount so included in computing the taxpayer’s cumulative 
Canadian oil and gas property expense is not due until after 
the end of'a taxation year, there may be deducted as a reserve 
in computing the income of the taxpayer for that taxation year 
in respect of the portion of the amount that is not due until 
after the end of that taxation year, 


(a) where the taxation year is the initial year, the least of 


(i) the amount, if any, by which the amount included 
in computing the taxpayer’s income for the taxation 
year by virtue of paragraph 59(3.2)(c) exceeds the 
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amount deducted under paragraph (1. Ifa) a in com- 
puting his income for the year, 


(ii) the amount determined under subsection’ 66.4(1) ° 
in respect of the taxpayer for the year, and 


(iii) the part of the portion ‘of the amount in respect 
‘of a disposition of the property that is not’'due until a 
_ day that is after the end of the year, or 


(b) in any other case, the lesser of 


(i) the amount deducted under this subsection in re- 
spect of the property in computing the taxpayer’s in- — 
come for the immediately preceding taxation year, 
and 


. . (ii) the part of the portion of the amount in respect of 
_.the property that is not due until a day Lh is after 
the end of the taxation year, 


and for greater certainty, paragraph 20(1)(n) does not ap- 
ply with respect to any amount deductible under this 
subsection. 


(2) Application — Subsections Go cary dnd (1.2) do not ap- 
~ ply to allow a deduction in computing the income of a tax- 


payer for a taxation year if the taxpayer, at the end of the year 
or at any time in the immediately following year, 


(a) was exempt from tax under any provision of this Part; 
or : 

.(b) was not resident in Canada and did not carry on busi- 
ness in Canada. 


, All that portion of subsec. 64(1.1). preceding para. (a) substituted by 
1980-81-82-83, c. 48, subsec. 32(1), applicable to 1977 et beg. That 


portion formerly read: 
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(1.1) Where by virtue of paragraph 59(3.2)(c), an amount has 
been included in computing a taxpayer’s income for a taxa- 
tion year (in this section referred to as the “initial year”) and 
an amount has by virtue of the disposition of a property to 
which subsection 59(1.1) or (3.1) applies. been included, by 
virtue of subparagraph 66.2(5)(b)(v),:in computing the cumu- 
lative Canadian development expense of the taxpayer at any 
time in the initial year and all or a portion of the amount so 
included in computing the taxpayer’s cumulative Canadian 


development expense is not due until after the end of a taxa- 


tion year, there may be deducted as a reserve in computing 
the income of the taxpayer for that taxation year in respect of 
the portion of the amount that is not due until after the end of 
that taxation year, 


- Subsec. 64(1.2) added by 1980-81-82-83, c. 48, subsec. 32(2), ap- 
plicable to taxation years ending after December 11, 1979. 


All that portion of subsec. 64(2) preceding para. (a) substituted by 
1980-81-82-83, c. 48, subsec. 32(3), applicable to taxation years 
ending after December 11, 1979, to add reference to subsec. (1.2). 


Subsec. 64(2) substituted by 1977-78, c. 1, s. 28, applicable to 1977 
et seg. Subsec. 64(2) formerly read: 


(2) Subsections (1) and (1.1) do not apply to allow a deduc- 
tion in computing the income of a taxpayer for a taxation year 
if the taxpayer, at any time in the year or-in the immediately 
aaie ly: yout 


(a) ceases to be a resident of Canada: 


(b) becomes exempt from tax under any provision of this 
Part; or 


(c) if a non-resident, ceases to carry on business in 
Canada. 


All that portion of subsec. 64(1). following para: (b) substituted by 
1974-75-76, c. 26, subsec. 34(1), applicable to taxation years ending 
after November 18, 1974, to substitute “due” for “receivable”, 


Subsec. 64(1.1) added by 1974-75-76, c. 26, subsec. 34(1), applica- 
ble to taxation years ending after May 6, 1974. 
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All that portion of subsec. 64(2) preceding para. (a) substituted by 
1974-75-76, c. 26, subsec. 34(2), applicable to taxation years ending 
after November 18, 1974, to add reference to subsec. (1.1). 


64.1 Individuals absent from Canada — In ap- 
plying sections 62, 63 and 64 in respect of a taxpayer 
who is, throughout all or part of a taxation year, ab- 
sent from but resident in Canada, the following rules 
apply for the year or that part of the year, as the case 
may be: 


(a) subsection 62(1), the definition “‘child care ex- 
pense” in subsection 63(3) and section 64 shall be 
read without reference to the words “in Canada’; 


(b) subsection 63(1) and section 64 shall be read 
without reference to the words “and contains, 
where the payee is an individual, that individual’s 
Social Insurance Number’, if the payment re- 
ferred to in that subsection or section, as the case 
may be, is made to a person who is not resident in 
Canada; and 


(c) paragraph (b) of the definition “child care ex- 
pense” in subsection 63(3) shall be read as if the 
word “person” were substituted for the words 
“resident of Canada” where they appear therein. 


Pre-RSC History: S. 64.1 substituted for s. 63.1 by 1990, c. 39, s. 
14, applicable to 1989 et seg. S. 63.1 formerly read: 


63.1 Application to deemed residents — Where a taxpayer 
is deemed by section 250 to be resident in Canada throughout 
all or part of a taxation year, in applying sections 62 and 63 in 
respect of him for the period when he is so deemed to be resi- 
dent in Canada, the following rules apply: 


(a) [Repealed] 


(b) subsection 62(1) shall be read without reference to the 
words “in Canada”; 


(c) subsection 63(1) shall be read without reference to the 
words “‘and contains, where the payee is an individual, 
that individual’s Social Insurance Number’, if the pay- 
ment referred to in that subsection is made to a person 
who is neither resident in Canada nor deemed by section 
250 to be resident in Canada; 


(d) paragraph 63(3)(a) shall be read without reference to 
the words “in Canada”; and 


(e) subparagraph 63(3)(a)(ii) shall be read as if the word 
“person” were substituted for the words “resident of Can- 
ada” where they appear therein. 


That portion of s. 63.1 preceding para. (b) substituted by 1988, 
55, s. 40, applicable to 1988 et seg. That portion formerly read: 


° 


63.1. Application to deemed residents — Where a tax- 
payer is deemed by section.250 to be resident in Canada 
throughout a taxation year or during a part of a taxation year, 
in applying sections 60, 62 and 63 in respect of him during 
the period when he is so deemed to be resident in Canada, the 
following rules apply: 


(a) paragraph 60(f) shall be read without reference to the 
words “in Canada”; 


Para. 63.1(c) substituted, para. 63.1(e) amended to substitute 
“63(3)(a)(ii)” for ““63(3)(a)(iii)” by 1984, c. 1, s. 26, applicable to 
1983 et seq. Para. 63.1(c) formerly read: 


(c) paragraph 63(1)(c) shall be read without reference to the 
words “each of which contains the Social Insurance Number 
of any individual payee who issued the receipt” if the pay- 
ment referred to in that paragraph is made to a person who is 
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neither resident in Canada nor deemed by section 250 to be 
resident in Canada; 


S. 63.1 added by 1976-77, c. 4, s. 22, applicable to 1976 et seq. 
Definitions [s. 64.1]: “Canada” — 255; “person” — 248(1); “res- 
ident” — 250; “taxation year” — 249; “taxpayer” — 248(1). 


Remission Orders: Child Care Expense and Moving Expense 
Remission Order, P.C. 1991-257 (same relief as section 64.1 for 
1984-88, can be applied for retroactively). 


Interpretation Bulletins: IT-178R3: Moving expenses; IT- 
495R2: Child care expenses; IT-519R2: Medical expense and disa- 
bility tax credits and attendant care expense deduction. 


65. (1) Allowance for oil or gas well, mine or 
timber limit — There may be deducted in comput- 
ing a taxpayer’s income for a taxation year such 
amount as an allowance, if any, in respect of 


(a) a natural accumulation of petroleum or natural 
gas, oil or gas well, mineral resource or timber 
limit, 


(b) the processing of ore (other than iron ore or 
tar sands) from a mineral resource to any stage 
that. is not beyond the prime metal stage or its 
equivalent, 


(c) the processing of iron ore from a mineral re- 
source to any stage that is not beyond the pellet 
stage or its equivalent, or 


(d) the processing of tar sands from a mineral re- 
source to any stage that is not beyond the crude 
oil stage or its equivalent 


as is allowed to the taxpayer by regulation. 


Related Provisions: 20(1)(v.1) — Resource allowance; 53(2) — 
Amounts to be deducted; 65(3) — Allocation of allowance for coal 
mine; 66(1) — Exploration and development expenses of principal- 
business corporations; 66.7 — Successor rules; 96(1)(d) — No de- 
duction at partnership level; 104(17) — Trusts — depletion allow- 
ance; 127.52(1)(e) — Limitation on deduction for minimum tax 
purposes; 133(1)(b) — No deduction allowed ‘to non-resident- 
owned investment corporation; 209 — Tax on carved-out income. 


Pre-RSC History: Para. 65(1)(a) substituted by 1986, c. 6, subsec. 
31(2), applicable to taxation years ending after March 1985, to add 
“a natural accumulation of petroleum or natural gas”. 


Para. 65(1)(b) substituted, and (c) and (d) added, by 1985, c. 45, 
subsec: 27(1), applicable to 1985 et, seg. Para. ab formerly 
read: 


(b) the processing, to the prime metal stage or its étuivalent, 
of ore from a mineral resource, 


Subsec. 65(1) substituted by 1973-74, c. 30, s. 6, applicable to 1973 
et seq. Subsec. 65(1) formerly read: 


65. (1) There may be deducted in computing a taxpayer’s in- 
come for a taxation year such amount as an allowance in re- 
spect of an oil or gas well, mineral resource or timber limit, if 
any, as is allowed to the taxpayer by regulation. 


Selected Cases [subsec. 65(1)]: Echo Bay Mines Ltd. v. Can- 
ada, [1992] 2. C.T.C. 182 (FCTD) (Gains from settlement of for- 
ward ‘sales contracts for silver were “resource profits”); Canterra 
Energy Ltd. v. The Queen, [1987] 1 C.T.C. 89 (FCA) (Frontier ex- 
ploration allowance can result in figure less than zero; mathematical 
formula requires technical interpretation of ““minus”); Cominco Ltd. 
v. The Queen, [1984] C.T.C, 548 (FCTD); aff'd [unreported] (Dec. 
2, 1985) (FCA); leave to appeal to SCC refused (sub nom. Cominco 
Ltd. v. MNR) (1986), 66 NR 77 (note) (Allowance disallowed when 
insurance proceeds for loss of income not from production or 
processing of minerals); Texaco Exploration Co. v. The Queen, 


414 


Subdiv. e — Deductions, in Computing, Income 


[1975] C.T.C. 404 (FCTD) (Value of abandoned, properties de- 
ducted in calculating allowance for net increases in capital invest- 
ment in property); MNR v. Consolidated Mogul Mines Ltd., [1968] 
C.T.C. 429 (SCC) (Taxpayer engaged in business of mining or ex- 
ploring for minerals despite principal business of development and 
management of other mining companies). 

Regulations: 1200. 


1.T. Application Rules: 29(1)-(4), (11)-(14), (16), (24). 


(2) Regulations — For greater certainty it is 
hereby declared that, in the case of a regulation made 
under subsection (1) allowing to a taxpayer an 
amount in respect of a natural accumulation of petro- 
leum or natural gas, an oil or gas well or a mineral 
resource or in respect of the processing of ore, 


(a) there may be allowed to the taxpayer by that 
regulation an amount in respect of any or all 


(i) natural accumulations of petroleum or nat- 
ural gas, oil or gas wells or mineral resources 
in which the taxpayer has. any interest, or 


(ii) processing operations described in any of 
paragraphs (1)(b), (c) or (d) that are carried on 
by the taxpayer; and 


(b) notwithstanding any other provision con-. 
tained in this Act, the Governor in Council may 
prescribe the formula by which the amount that 
may be allowed to the taxpayer Pitt that regulation 
shall be determined. 


Related Provisions: 20(1)(v)— Deduction: for mining taxes; 
59(6) — Definitions in regulations apply for purposes of s. 59; 
66(1) — Exploration and development expenses of principal-busi- 
ness corporations; 66.7 — Successor rules; 221 — Rules applicable 
to regulations generally. 


Pre-RSC History: All that portion of subsec. 65(2) preceding 
para. (a) and subpara. 65(2)(a)(1) substituted by 1986, c. 6, subsec. 
31(2), applicable to taxation years ending after March 1985, to add, 
respectively, “a natural accumulation of petroleum or natural gas” 
and “natural accumulations.of petroleum or natural gas”. 
Subpara. 65(2)(a)(i1) amended by 1985, c. 45, subsec:'27(2), to. sub- 
stitute “any of paragraphs (1)(b), (c) or (d)” for.““paragraph (1)(b)”, 
applicable to 1985 et seq. 
Subsec. 65(2) substituted by 1973-74, c. 30, s..6, Aine to 1973 
et seq. Subsec. 65(2) formerly read: 
(2) For greater certainty it is hereby declared that, in the case” 
of a'regulation made under subsection (1) allowing to a tax- 
payer an amount in respect of an oil or gas well or a mineral 
resource, 
(a) there may be allowed to the taxpayer by such regula- 
tion an amount in respect of any or all oil or gas wells or 
mineral resources in which the taxpayer has ‘any interest, 
and 
(b) notwithstanding any other provision contained in this 
Act, the Governor in Council may prescribe the formula 
by which the amount that may be allowed to the taxpayer 
by such regulation shall be determined. 


Regulations: Part XII. 
1.T. Application Rules: 29(1)-(4), (11)-(14), (16), (24). 


(3) Lessee’s share of allowance — Where a de- 
duction. is allowed under subsection.(1) in respect of 
a. coal mine operated by a_ lessee, the lessor and 
lessee may agree as to what portion of the allowance 


S. 66(2) 


each may deduct and, in the event that they cannot 
agree, the Minister may fix the portions. 


1.T. Application Rules: 29(1)-(4), (11)-(14), (16), (24). 


Forms [subsec. 65(3)]: T3015: Allocation agreement to deter- 
mine.a taxpayer's threshold amount in respect of an-oil or gas well. 


Definitions [s. 65]: “amount”, “mineral resource”, ‘Minister’, 


“oil or gas well’, “regulation”, “tar sands” — 248(1); “taxation 
year’ — 249: “taxpayer” — 248(1). 


66. (1) Exploration and development 
expenses of principal-business corpora- 
tions — A principal-business. corporation. may. de- 
duct, 1n computing its income. for.a taxation year, the 
lesser of 


(a) the total of such of its Canadian exploration 
and development expenses as were incurred by it 
before the end of the taxation year, to the extent 
that they were not deductible in computing in- 
come for a previous taxation year, and 


(b) of that total, an amount equal to its income for 
the taxation year if no. deduction were allowed 
under this subsection, section 65 or subsection 
66.1(2), minus the deductions allowed for the 
year by sections 112 and 113. 

Related Provisions: 66(10) — Joint exploration corporation; 


87(6), (7) — Obligations of predecessor corporation. See additional 
Related provisions and. Definitions at end of s. 66. 


Pre-RSC History: Para. 66(1)(b) substituted by 1977-78, c. 1, 
subsec. 29(1), applicable to. taxation years ending after May 6, 


| 1974. 


Para. 66(1)(b) substituted by 1974-75-76, c. 26, subsec. 35(1), ap- 
plicable in respect of taxation years ending after May 6, 1974, to 
add reference to's. 66.1. 


Para. 66(1)(b) substituted by 1973-74, c. 14, subsec. 18(1), applica- 
ble to’ 1972 et seq. 


| Selected Cases [subsec. 66(1)]: Phénix v. R., [1998] 1 C.T.C. 


2379 (TCC) (Capital items may form part of CEE); The Queen v. 
Alberta and Southern Gas Co. Ltd., [1978] €.T.C. 780 (SCC) (Tax 
considerations ‘of transaction in acquiring and ending rights not arti- 
ficially reducing income; deduction permitted). 


I.T. Application Rules: 29. 


Interpretation Bulletins: IT-400: Exploration and development 
expenses — meaning of principal-business corporation. 


(2) Expenses of special product corpora- 
tions — A corporation (other than a principal-busi- 
ness corporation the principal business of which is 
described in paragraph (a) or (b) of the definition 
“principal-business corporation” in subsection (15)), 
whose principal business is the production or mar- 
keting of sodium chloride or potash or whose busi- 
ness includes manufacturing products the manufac- 
turing of which involves processing sodium chloride 
or potash, may deduct, in computing its income for a 
taxation year, the drilling and exploration expenses 
incurred by it in the year and before May 7, 1974 on 
or in respect of exploring or drilling for halite or 
sylvite. 

Related Provisions: See additional Related provisions and Defi- 
nitions. at end of -s. 66. 
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Pre-RSC History: Subsec. 66(2) substituted by 1974-75-76, c. 26, 
subsec. 35(1), applicable in respect of taxation years ending after 
May 6, 1974, to add “‘and before May 7, 1974”. 


1.T. Application Rules: 29. 


(3) Expenses of other taxpayers — A taxpayer 
other than a principal-business corporation may de- 
duct, in computing the taxpayer’s income for a taxa- 
tion year, the total of the taxpayer’s Canadian explo- 
ration and development expenses to the extent that 
they were not deducted in computing the pail S 
income for a preceding taxation year. 


Related Provisions: 66(5) — Dealers; 66(10) — Joint explora- 
tion corporation. See additional Related provisions and Definitions 
at end of s. 66. 


Pre-RSC History: Subsec. 66(3) substituted by 1985, c. 45, sub- 
sec, 28(1), applicable to 1985 et seg. Subsec. 66(3) formerly read: 


(3) Expenses of other taxpayers — A taxpayer who is an 
individual ora corporation other than a -principal-business 
corporation may deduct, in computing his income for a taxa- 
tion year, the lesser of 


(a) the aggregate of such of his Canadian exploration and 
development expenses as were incurred by him before 
the end of the taxation year to the extent they were not 
deductible in computing his income for a previous taxa- 
tion year, and 


(b) of that aggregate, the greater of 


(i) such amount as the taxpayer may claim, not ex- 
ceeding 20% of the aggregate determined under par- 
agraph (a), and 


(ii) the amount, if any, by which the aggregate of 


(A) such part of his income for the taxation year 
as may reasonably be regarded as attributable to 
the production of petroleum or natural gas from 
wells in Canada or to the production of minerals 
from mines in Canada, 


(B) his income for the taxation year from royal- 
ties in respect of an oil or gas well in Canada or 
a mine in Canada, 


(C) the amount, if any, included. in computing 
his income for the year by virtue of paragraph 
59(3.2)(b), or (c), and 


(D) the aggregate of amounts included in. com- 
puting his income for the year by virtue of any 
of paragraphs 59(2)(a), (c) and (d) and subsec- 
tion 59(2.1) 


exceeds 


(E) the aggregate of amounts deducted in com- 
puting his income for the year under subsection 
64(1) in respect of property described in para- 
graph 59(1.2)(b), or under subsection 64(1.1) or 
(1.2), 


if no deduction were allowed under this subsection, 
subsection 66.1(3) or section 65. 


Cl. 66(3)(b)(ii)(E) substituted by 1980-81-82-83, c. 48, subsec. 
33(1), applicable to taxation years ending after December 11, 1979. 
Cl. 66(3)(b)(11)(E) formerly read: 


(E) the aggregate of amounts deducted in computing his in- 
come for the year, under paragraph 64(1)(a) in respect of 
property described in subsection 59(1.1), under paragraph 
64(1)(b) or under subsection 64(1.1), 


That portion of para. 66(3)(b) preceding subpara. (i) and that por- 
tion following clause (ii)(E) substituted by 1977-78, c. 1, subsecs. 
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29(2), (3), applicable to taxation years ending after May 6, 1974. 
Those portions formerly read: 


(b) of that aggregate, the amount, if any, by which the greater 
of 


if no deductions were allowed under section 65, 
exceeds 


(iii) the amount of any deduction allowed by the Income 
Tax Application Rules, 1971 in respect of this subpara- 
graph in computing his income for the year. 


All that portion of subpara. 66(3)(b)(ii) following clause (C) substi- 
tuted by 1976-77, c. 4, subsec. 23(1), applicable to taxation years 
ending after May 6, 1974. That portion formerly read: 


(D) the amount included in computing his income for the 
year by virtue of subsections 59(2) and (2.1) 


exceeds 


(E) the amount deducted under section 64 in computing 
his income for the year, 


if no deductions were allowed under section 65, 
All that portion of subpara. 66(3)(b)(ii) preceding cl. (A) and cl. 
66(3)(b)Gii)(C) substituted, (D), (E) added by 1974-75-76, c. 26, 
subsecs. 35(1.1), (2), applicable in respect of taxation years ending 


after May 6, 1974. That portion and cl. 66(3)(b)(1)(C) formerly 
read: 


(ii) the aggregate of 


(C) the aggregate of amounts each of which is an amount, 
in respect of a Canadian resource property or a property 
referred to in paragraph 59(1)(c) or 59(3)(a) that has been 
disposéd of by him, equal to the amount, if any, by which 


(I) the amount included in computing his income for 
the year by virtue of section 59 in respect of the dis- 
position of the property, 


exceeds 


(I) the amount deducted under section 64 in respect 
of the property in computing his income for the year, 


Cl. 66(3)(b)(@i)(A) substituted by 1973-74, c. 14, subsec. 18(2), ap- 
plicable to 1972 et seq. 


1.T. Application Rules: 29. 


(4) Foreign exploration and development ex- 
penses — A taxpayer who is resident throughout a 
taxation year in Canada may deduct, in computing 
the taxpayer’s income for that taxation year, the 
lesser of 


(a) the amount, if any, by which 


(i) the total of the foreign exploration and de- 
velopment expenses incurred by the taxpayer 
before the end of the year 


exceeds the total of 


(ii) such of the expenses described in subpara- 
graph (i) as were deductible in computing the 
taxpayer’s income for a PES taxation 
year, and 


(iii) all amounts by which the amount de- 
scribed in this paragraph in respect of the tax- 
payer is required because of subsection 80(8) 
to be reduced at or before the end Of the year, 
and 
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(b) of that total, the greater of, 


(i) such amount as the taxpayer may claim not 
exceeding 10% of. the total determined under 
paragraph (a), and 

(ii) the total of 


(A) such part of the taxpayer’s income for 
the taxation year as may reasonably be re- 
garded as attributable to the production of 
petroleum or natural gas from natural ac- 
cumulations thereof outside Canada or 
from oil or gas wells outside Canada or to 
the production of minerals from mines 
outside Canada, 


(B) the taxpayer’s income > for the taxation 
year from royalties in respect of a natural 
accumulation of petroleum or natural gas 
outside Canada, an, oil or gas well outside 
Canada or a mine outside Canada, and 


(C) the total of amounts each of which is 
an amount, in respect of a foreign resource 
property that has been disposed of by the 
taxpayer, equal to the amount, if any, by 
which 


(1) the amount included in computing 
the taxpayer’s income for the year by 
virtue of section 59 in respect of the 
disposition of the property, 


exceeds 


(II) the amount deducted under section 
642 in respect of the property in com- 
puting the taxpayer’s income for the 
year, 


determined as if no deductions were allowed 
under this subsection, subsections (1) and (3), 
section 65 and subsections 66.1(2) and (3). 


Related Provisions: 66(5) — Dealers; 66(11.4) — Change of 
control; 66(13.1) —,Short taxation year; 66.7(2)(a) — Successor of 
foreign exploration and development expenses; 80(8)(e) — Reduc- 
tion of FEDE on debt forgiveness; 87(7) — Obligations of prede- 
cessor corporation; 104(5.2) — Rules for trusts; 110.6(1)“invest- 
ment expense’(d) — effect of claim under 66(4) on capital gains 
exemption. See additional Related provisions and Definitions at end 
of s. 66. 


History: The closing words to para. 66(4)(b) repealed and closing 
words to subpara. 66(4)(b)(ii).added by 1998, c. 19, subsecs. 104(1) 
and (2), applicable to taxation years that end after May 6, 1974. The 
closing words to para. 66(4)(b) formerly read: 


if no deduction were allowed under this subsection, subsec- 
tion (1) or (3), section 65 or subsection 66.1(2) or (3). 

Para. 66(4)(a) amended by 1995, c. 21, s. 21, applicable to taxation 

years that end after February 21, 1994. The para. formerly read: 
(a) the total of such of the taxpayer’s foreign exploration and 
development expenses as were incurred by the taxpayer 
before the end of the taxation year to the extent they were not 
deductible in computing the taxpayer’s income for a previous 
taxation year, and 

Pre-RSC History: Cls. 66(4)(b)(ii)(A) and (B) substituted by 

1986, c. 6, subsec. 31(2), applicable to taxation years ending after 


2i-e., s. 64 of R.S.C. 1952, c. 148, as amended. 


S.66(6) 


March 1985, to add, respectively; “natural accumulations thereof 
outside Canada or from oil or gas” and “a natural accumulation of 
petroleum or natural gas outside Canada”. 


All that portion of cl. 66(4)(b)(Gi)(C) preceding subcl. (1) amended 
to delete the’ words “or a property referred to in subsection 59(3)” 
which had followed “a foreign resource property”, by 1985,’c. 45, 
subsec. 28(2), applicable with respect to transactions occurring in 
taxation years commencing after 1984. 


All that portion, of para. 66(4)(b), following subcl. (i)(C)CUD substi- 
tuted by 1977-78, c. 1, subsec. 29(4), applicable to taxation. years 
ending after May. 6, 1974. 


That portion of cl. 66(4)(b)(ii(C) preceding subcl. (I) and that por- 
tion of subpara. 66(4)(b)(ii) following cl..(C) substituted by 1976- 
77, c. 4,° subsecs: 23(2),' (3), wishes one cla: May 6, 1974. Those 
portions formerly read: 


(C) the aggregate of amounts each of which is an amount, 
in respect of a foreign resource property or. a property re- 
ferred to, in paragraph 59(3)(b) that has been disposed of 
by him, equal to the amount, if any, by, which 


minus the deductions allowed for the year by subsections (8) 
and (9) and subsection 87(7). 


All that portion of subisec, 66(4) preceding para. (a) mieenced by 
1974-75-76, c. 26, subsec. 35(3), applicable in respect of taxation 
years commencing after May 6, 1974. That portion formerly read: 


(4) A taxpayer may deduct, in computing his income for a 
taxation year, the lesser of 


Cl. 66(4)(b)Gi)(A) substituted by 1973-74, c. 14, subsec. 18(3), ap- 
plicable to 1972 et seq. 


1.T. Application Rules: 29. 


(5) Dealers — Subsections (3) and (4) and sections 
59, 642, 66.1, 66.2, 66.4 and 66.7 do not apply in 
computing the income for a taxation year of a tax- 
payer (other than a principal-business corporation) 
whose business includes trading or dealing in rights, 
licences or privileges to explore for, drill for or take 
minerals, petroleum, natural gas or other related 
hydrocarbons, 


Related Provisions: 253 — Extended meaning of “carrying on 
business”. See additional Related provisions and Definitions at end 
of s. 66. 


History: Subsec. 66(5) amended by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 38(1), to add reference to section 66.7 and to delete 
“under this Part” from after “taxation year”, applicable to taxation 
years ending after February 17, 1987. 


Pre-RSC History: Subsec. 66(5) substituted by 1980-81-82-83, c. 
48, subsec. 33(2), applicable to taxation years ending after Decem- 
ber 11, 1979, to add reference to s. 66.4. 


Subsec. 66(5) substituted by 1974-75-76, c. 26, subsec. 35(4), appli- 
cable in respect of taxation years ending after May 6, 1974, to add 
references to ss. 66.1 and 66.2, 


1.T. Application Rules: 29. 


Interpretation Bulletins: IT-291R2: Transfer of property to a 
corporation under subsection 85(1); IT-314: Income of dealers in oil 
and gas leases; IT-400: Exploration and development expenses — 
meaning of principal-business corporation: 


(6) [Repealed under former Act] 
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Pre-RSC History: Subsec. 66(6) repealed by 1987, c. 46, subsec. 
18(1), applicable to taxation years ene after February. 17, 1987. 
Subsec. 66(6) formerly read: 


(6). Successor corporation’s Canadian exploration and 
development expenses — Where a corporation (in this 
subsection referred to as the “successor corporation’’) has at 
any time after 1971. acquired, by purchase, amalgamation, 
merger, winding-up or otherwise (other than, pursuant to an 
amalgamation that is described in subsection 87(1.2) or a 
winding-up to which the rules in subsection 88(1) apply), 
from another person (in this subsection referred to as the 
“predecessor”) all or substantially all of the Canadian re- 
source properties of the predecessor and (except in the case of 
an amalgamation or a winding-up) the predecessor and the 
successor. corporation have jointly elected in prescribed form 
on or before the day that is the earlier of the days on or before 
which either taxpayer making the election is required to file a 
return of income pursuant to section 150 for the taxation year 
in which the transaction to which the election relates oc- 
curred, there may be deducted by the successor corporation in 
computing its income under this Part for a taxation year the 
lesser of 


(a) the aggregate of the Canadian exploration and devel- 
opment expenses incurred by. the predecessor before that 
time to the extent that such expenses were not deductible 
by the successor corporation in computing its income for 
a previous taxation year and were not deductible by the 
predecessor in computing its income for any taxation 
year; and 


(b) the amount that is equal to. such part ~ its income for 
the year, if no deduction were allowed under this section, 
section 65, or 66.1 or the Income Tax Application Rules, 
1971 in respect of this paragraph (minus the deductions 
allowed for the year by subsections (2), (7) and 66.1(5), 
sections 112 and 113 and the provisions of the Income 
Tax Application Rules, 1971 allowing a deduction for the 
purposes of this paragraph), as may reasonably be re- 
garded as attributable to 


(i) the disposition-of any. Canadian resource property 
owned by. the predecessor immediately. before the ac- 
quisition by the successor corporation of the property 
so acquired, 


(ii) the production of petroleum or natural gas from 
natural accumulations thereof or from oil or gas 
wells, or the production of minerals from mines, ‘situ- 
ated on property in Canada in respect of which the 
predecessor had, immediately before the acquisition 
by the successor corporation of the property so ac- 
quired, an interest or a right to take or remove petro- 
leum or natural gas or a right to take or remove min- 
erals, and 


(iii) the amount, if any, by which the aggregate of all 
amounts each of which is an-amount 


(A) required by subsection. 59(2) to be included 
in Computing its income for the year, and 


(B) in respect of a reserve deducted in comput- 
ing the predecessor’s income and deemed by 
paragraph 87(2)(g) or by virtue of that paragraph 
and paragraph 88(1)(e.2) to have been deducted 
by the successor corporation as a reserve in com- 
puting its income for a preceding year, 


exceeds the aggregate of amounts, if any, deducted 
in computing the successor corporation’s income for 
the year by virtue of subsection 64(1), (1.1) or (1.2) 
in respect of dispositions. of property by the 
predecessor; 


and, in respect of any such expense included in the aggre- 
gate determined under paragraph (a), no deduction may 
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be made under this section by the predecessor in.comput- 

ing his income for a taxation year subsequent to his taxa- 

tion-year in which the Property so acquired was acquired 
by the successor corporation. 


Subpara. 66(6)(b)(i1) substituted by 1986, c. 6, subsec. 31(2), appli- 
cable to taxation years ending after Matoh 1985, to add “natural ac- 
cumulations thereof or from oil or gas”. 


All that portion of subsec. 66(6) preceding para. (a) substituted by 
1985, c. 45, subsec., 28(3), applicable with respect to acquisitions 
occurring after 1982 except that with respect to acquisitions occur- 
ring after 1982 and in a taxation year commencing before 1985 the 
reference in subsec. 66(6) to “Canadian resource properties of the 


predecessor” shall be read as a reference to “property of the prede- 


cessor used by him:in-carrying on in Canada such of the businesses 
described in any of subparagraphs (15)(h)(1) to (vii) as were carried 
on by him”. That portion of subsec. 66(6) formerly read: 


(6) Successor corporation’s Canadian exploration and 

~ development expenses — Where a corporation (in this 
subsection referred to as the “successor corporation”) has, at 
any time after 1971, acquired, by purchase or otherwise (in- 
cluding an acquisition as a’result of an)amalgamation de- 
scribed in section 87), from another person (in this subsection 
referred to as the “predecessor”) all or substantially all of the 
property: of the predecessor used by him in carrying on in 
Canada such of the businesses described in any of subpara- 
graphs (15)(h)(@) to (vii) as were carried on by him, and (ex- 
cept in the case of an amalgamation or a. winding-up) the 
predecessor and the successor corporation have jointly 
elected in prescribed form on or before the day that is the 
earlier of the days on or before which either taxpayer making 
the election is required to’file-a return of income pursuant to 
section 150 for the taxation year in which the transaction to 
which the election relates occurred, there may be deducted by 
the successor corporation in computing its income under this 
Part for a taxation year, the lesser of 


Subpara. 66(6)(b)() amended’ to substitute “Canadian resource 
property” for “property described in ‘any of subparagraphs (15)(c)(i) 
to (vii)” by 1985, c. 45, subsec. 28(4), applicable with respect to 
transactions occurring in taxation years commencing after 1984. 


Cl. 66(6)(b)(i1i)(A) amended by 1985, c.. 45, subsec. 24(8), to delete 
a reference to subsection 59(2. 1), applicable to taxation years com- 
mencing after 1984. * 


All that portion of subsec. 66(6) preceding para. (a) substituted; all 
that portion of subsec. 66(6) following para. (b) amended to substi- 
tute “his” for “its” wherever it appears therein; subsec. 66(6) 
amended to substitute “predecessor” and “‘predecessor’s” for “‘pred- 
ecessor corporation” and “predecessor corporation’s”, wherever the 
expressions appeared therein, by 1984, c. 1, subsecs. 27(1)- (3), ap- 
plicable with respect to acquisitions of property by a successor cor- 
poration froma predecessor after April 19, 1983. All that na th of 
subsec. 66(6) preceding para. (a) formerly read: 


(6) Successor corporation’s Canadian exploration and 
development expenses — Where a corporation (in this 
subsection referred to as the “successor corporation”) has, at 
any time after 1971, acquired, by purchase or otherwise (in- 
cluding an acquisition as a result of! an amalgamation de- 
scribed in section 87), from another corporation (in this sub- 
section referred. to as the “predecessor corporation’) all. or 
substantially all of the property of the predecessor corpora- 
tion used by it in carrying on in Canada such of the busi- 
nesses described in any of subparagraphs (15)(h)Q) to (vii) as 
were carried on by it, and (except in the case of an amalgama- 
tion or a winding-up) the predecessor corporation and the 
successor corporation have jointly elected in prescribed form 
on or before the day that is the earlier of the days on or before 
which either taxpayer making the election is required to file a 
return of income pursuant to section 150 for the taxation year 
in which the transaction to which the election relates oc- 
curred, there may be deducted by the successor corporation in 
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computing its income under this Part for a taxation year, the under this section by the predecessor corporation in comput- 

lesser of ing its income’ for a taxation year subsequent to its taxation 
Subpara. 66(6)(b)(i) and all that portion of subpara. 66(6)(b)(iii) fol- year in which the property so acquired was acquired by the 
lowing clause: (B). substituted by 1980-81-82-83, c. 48, subsecs. SUpEESEPTCOTPOIAEON 


33(3), (4), applicable to taxation years ending after December 11, | All that portion of subsec. 66(6) preceding para. (a) and para. 
1979, to substitute “(vii)” for “(vi)” in subpara. 66(6)(b)(1) a: to 66(6)(b) substituted by 1974-75-76, c. 26, subsecs. 35(5), (6), appli- 
add reference to subsec, (1.2) in that portion. cable in respect of taxation years ending after May 6, 1974, to add a 
reference in para. 66(6)(b) to subsec. 66,1(2). That portion formerly 


All that portion of subsec, 66(6) preceding para. (a) substituted, sub- 


para. 66(6)(b)(i11) added by 1979, c.5, subsecs. 19(1), (2), applica- read: 


ble, as to that portion, with respect to acquisitions of property after 
November 16, 1978, and, as to subpara, 66(6)(b)(ii1), to 1979 et seq. 
That portion formerly read: . 


(6) Where a corporation (in this subsection referred to as the 
“successor corporation”) /has,.at any time after 1971, -ac- 
quired, by purchase or otherwise (including an acquisition as 
a result of an amalgamation described in section 87), from 
another corporation (in this subsection referred to .as_ the 
“predecessor corporation”) all or substantially all of the prop- 


(6) Where a principal-business corporation (in this subsection 
referred to as the “successor corporation’) has, at any time 
after 1971, acquired from another principal-business corpora- 
tion (in this subsection referred to as the “predecessor corpo- 


: ration”) all or substantially all of the property of the predeces- 


sor corporation used by it in carrying on in Canada its 
principal business, there may be deducted by the successor 
corporation, in computing its income‘under this Part for a tax- 
ation year, the lesser of 


erty of the predecessor corporation used by it in carrying on (7) [Repealed under former Act] 


in Canada such of the businesses described in any of subpara- 


: graphs (15)(h)() to (vii) as were carried on by it, there may Pre-RSC History: Subsec. _66(7) repealed by 1987, C. 46, subsec. 


be deducted by the successor corporation in computing its in- 


18(1), applicable to taxation years ending after February Bie Lo: 


come under this Part for a taxation year, the lesser of _| Subsec. 66(7) formerly read: 


Subsec. 66(6) substituted by 1977- 78, c. 1, subsec, 29(5), applicable 
to 1977 et seq. Subsec. 66(6) formerly read: 


(6) Where a corporation (in this subsection referred to as the 
“successor corporation”) has, at any time after 1971, ac- 
quired, by purchase or otherwise (including an acquisition as 
a result of an amalgamation described in subsection 87(1)), 
from another corporation (in this subsection referred to as the 
“predecessor corporation”) all or substantially all of the prop- 
erty of the predecessor corporation used by it in carrying on 
in Canada its business, there may be deducted by: the succes- 
sor corporation, in computing its income under this Part for a 
taxation year, the lesser of 


(a) the aggregate of the Canadian exploration and devel- 
opment expenses incurred. by the predecessor corporation 
to the extent that such expenses | 


(i) were not deductible by the successor corporation 
in computing its income for a previous taxation year, 
and were not deductible by the predecessor corpora- 
tion in computing its income for the taxation year in 
which ‘the property so acquired was acquired by: the 
successor Corporation or its income fora previous 
taxation year, and 


(ii) would have been deductible by the predecessor 
corporation in computing its income for the taxation 
year in which the property so acquired was acquired 
by the successor corporation, if the predecessor cor- 
poration’s income for that taxation year had been 
sufficient for the purpose;.and., 


(b) of that aggregate, an amount equal to such part of its 
income for the year if no deduction were allowed under 
this section, section 65, subsection 66.1(2) or the Income 
Tax Application Rules, 1971 in respect of this paragraph 
(minus any deductions allowed for the year by subsec- 
tions (2) and (7), sections 112 and 113 and the provisions 
of the Income Tax Application Rules, 1971 allowing a de- 
duction for the purposes of this paragraph), as may rea- 
sonably be regarded as attributable to the production of 
petroleum or natural gas from wells, or the production of 
minerals from mines, situated on, property in Canada 
from which the predecessor corporation had, immediately 
before the acquisition by the successor corporation of the 
property so acquired, a right to take or remove petroleum 
or natural gas ora right to take or remove minerals; 


and, in respect of any such expenses included in the aggregate 
determined under paragraph (a), no deduction may be made 
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(7). Second ‘successor. corporation’s: Canadian 
exploration and development expenses — Where a cor- 
poration (in this subsection referred to as the “second succes- 
sor corporation”) has at any time after 1971 acquired, by 
purchase, amalgamation, merger, winding-up or otherwise 
(other than pursuant to an amalgamation that is described in 
subsection 87(1.2) or a winding-up to which the rules in sub- 
section 88(1) apply), from another corporation (in this sub- 
section referred to as the “first successor corporation”) that 
was a successor corporation, within the meaning of subsec- 
tion (6), all or substantially all of the Canadian resource 
properties of the first succecsor corporation and (except in the 
case of an amalgamation or a winding-up) the first successor 
corporation and the second successor corporation have jointly 
elected in prescribed form on or before the day that is the 
earlier of the days on or before which either taxpayer making 
the election is required to file a return of income pursuant to 
section 150 for the taxation year in which the transaction to 
which the election relates occurred, there may be deducted by 
the second successor corporation in computing its income 
under this Part for a taxation year the lesser of 


(a) the amount determined under paragraph (6)(a). in re- 
spect of the first successor corporation to the extent that 
it was not deductible by the second successor corporation 
in computing its income for a previous taxation year and 
was not deductible by the first successor corporation in 
computing its income for any taxation year; and 


(b). the amount that.is equal to such part of its income for 
the. year, if no deduction were allowed under this section, 
section 65 or 66.1 or the Income Tax Application Rules, 
197] in respect of this paragraph (minus the deductions 
allowed for the year by. subsection (2), sections 112 and 
113 and the provisions of the Income Tax Application 
Rules, 1971] allowing a deduction for the purposes of this 
paragraph), as may. reasonably be regarded as attributable 
to 


(i) the disposition of any Canadian resource property 
owned by the predecessor of the first successor cor- 
poration, within the meaning of subsection (6), im- 
mediately before the acquisition by the first succes- 
sor corporation of the property so acquired by the 
second successor corporation, 


(ii) the production of petroleum or natural gas from 
natural accumulations thereof or from oil or gas 
wells, or the production of minerals from mines, situ- 
ated on property in Canada in respect of which the 
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predecessor of the first’successor corporation, within 
the meaning of subsection (6), had, immediately 
before the acquisition by the first successor corpora- 
tion of the property so acquired’ by’ the second suc- 
cessor corporation,.an interest or a right.to take or 
remove petroleum or natural gas or aright to take or 
remove minerals, and ; 


(iii) the amount, if any, by which the aggregate of all 
amounts each of which is an amount 


(A) required by subsection 59(2) to be included 
in computing its income for the year, and 


(B) in respect of a reserve deducted in comput- 
ing the income of the predecessor of: the first 
successor corporation and deemed by paragraph 
87(2)(g) or by virtue of that paragraph and para- 
graph 88(1)(e.2) to: have been deducted: by: the 
second successor corporation as a reserve in 
computing its income for a preceding year, 


exceeds the aggregate of amounts, if any, deducted 
in computing the income of the ‘second successor 
corporation for the year by virtue of subsection 
64(1), (1.1) or (1.2) in respect ‘of dispositions of 
property ‘by the predecessor: of the iis successor 
corporation; 1G 


and, in respect of any expense included in the amount de- 
termined under paragraph (a), no deduction may be made 
under this section by. the first successor corporation in 
computing its income for a taxation year subsequent to its 
taxation year in which the property so acquired was ac- 
quired by the second successor corporation. 


Subpara. 66(7)(b)(i1) substituted by. 1986, c: 6, subsec. 31(2), to add 
“natural accumulations thereof or from oil or gas”, applicable to 
taxation years ending after March: 1985. 


All that portion of subsec. 66(7) preceding para. (a) substituted by 
1985, c. 45, subsec. 28(5), applicable with respect to acquisitions 
occurring after 1982 except that with respect to acquisitions occur- 
ring after 1982 and in a taxation year commencing before 1985 the 
reference in subsec. 66(7) to “Canadian resource properties of the 
first successor corporation” shall be read as a reference to. “property 
of the first successor corporation used by it in carrying on in Canada 
such of the businesses described in any of subparagraphs (15)(h)(i) 
to (vii) as were carried on by it”. That portion of subsec. 66(7) for- 
merly read: 


(7). Second successor corporation’s Canadian 
exploration and development expenses — Where a cor- 

_ poration (in this subsection referred to as the “second succes- 
sor corporation”) has, at any time after 1971, acquired, by 
purchase or otherwise (including an acquisition as a result of 
an amalgamation described in section 87), from another cor- 
poration (in this subsection referred to as the “first successor 
corporation”) that was a successor corporation within the 
meaning of subsection (6), all or substantially all of the prop- 
erty of the first successor corporation used by it in carrying 
on in-Canada such of the businesses described in any of sub- 
paragraphs (15)(h)(1) to (vii) as were carried on by it, and (ex- 
cept in the case of an amalgamation or a winding-up) the first 
successor corporation and the second successor corporation 
have; jointly elected in prescribed form on or before the day 
that is the-earlier of the days on-or before which either tax- 
payer making the election is required to file:a return of in- 
come pursuant to section 150: for the taxation year in which 
the transaction: to: which ‘the! election relates occurred, there 
may be deducted by the'second successor corporation in com- 
puting its income under this Part for a taxation year, the lesser 
of 


) 


Subpara: 66(7)(b)(i) amended by ' 1985, c. 45, subsec. 28(6), to sub- 
stitute “Canadian resource property” for “property described in any 
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of subparagraphs (15)(c)(i) to (vii)”, applicable with respect to 
transactions occurring in taxation years commencing after 1984. 

Cl. 66(7)(b)(iii)(A) amended by 1985, c. 45, subsec. 24(8), to delete 
a reference to subsection 59(2.1), applicable to taxation years com- 


‘mencing after 1984. 


Subsec. 66(7) amended to substitute “predecessor” for “predecessor 
corporation” wherever it appeared therein, by 1984, c. 1, subsec. 
27(4), applicable with respect to acquisitions of property by a suc- 


cessor corporation from a predecessor after April 19, 1983. 


Subpara. 66(7)(b)(i) and all that portion of subpara. 66(7)(b)(iii) fol- 
lowing cl. (B) substituted by 1980-81-82-83, c. 48, subsecs. 33(5), 
(6), applicable to taxation years ending after December 11, 1979, to 
substitute “(vii)” for “(vi)” in subpara. 66(7)(b)(@). and to Se refer- 
ence to subsec. (1.2) in that portion. 


All that portion of subsec. 66(7) preceding para. (a) vib bina sub- 
para. 66(7)(b)(iii) added by 1979, c. 5, subsecs. 19(3), (4), applica- 
ble, as to that portion, with respect to acquisitions of property after 
November 16, 1978, and, as to subpara. 66(7)(b) (iii), to dead et seq. 
That portion formerly read: 


(7). Where a:corporation (in this subsection referred to_as the 
“second. successor corporation’) has, at any time. after 1971, 
acquired, by purchase or otherwise (including an acquisition 
as a result of an amalgamation described in section 87), from 
another corporation (in this subsection referred to as the “first 
successor corporation”) that was a successor corporation 
within the meaning of subsection: (6), all or substantially all 
of the property of the first successor corporation used by it in 
‘carrying on in Canada such of the businesses described in any 
of subparagraphs (15)(h)(i) to (vil) as were carried on by it, 
there may be deducted by the second successor corporation in 
computing its income under this Part for a taxation year, the 

lesser of 


Subsec. 66(7) substituted by 1977-78, c: 1, subsec. 29(5), applicable 
to 1977 et seg. Subsec. 66(7) formerly read: 


(7) Where a corporation (in this subsection referred to as the 
“second successor corporation”) has, at any time after 1971, 
acquired by purchase or otherwise (including an acquisition 
as a result of an amalgamation described in subsection 87(1)), 
from another corporation (in this subsection referred to as the 
“first successor corporation”) that was a successor corpora- 
tion within the meaning of subsection (6), all or substantially 
all of the property of the first successor corporation used by it 
in carrying on in Canada its business, there may be deducted 
by the second successor corporation, in computing its income 
under this Part for a taxation year, the: lesser of _ 


(a) the aggregate determined by adding the expenses re- 
ferred to in paragraph (6)(a) for the purpose of determin- 
ing the deduction allowable to the: first successor corpo- 
ration under subsection (6) in.computing its income for a 
previous taxation year, to the extent that such expenses 


(i) were not deductible by the second successor cor- 
poration or any other corporation in computing its in- 
come for a previous taxation year, and were not de- 
ductible by the first successor corporation in 
computing its income for the taxation year in which 
the property so acquired was acquired by the second 
successor corporation, and 


(ii) would, but for the provisions of paragraph (6)(b), 
have been deductible by the first successor corpora- 
tion in computing its income for the taxation year in 
which the property so acquired was acquited by the 
second successor corporation, and 


(b) of that aggregate, an amount equal to such part of its 
income for the year if no deduction were allowed under 
this section or section 65, subsection 66.1(2) or the In- 
come Tax Application Rules, 1971 in respect of this para- 
graph (minus any deductions allowed for the year by sub- 
section (2), sections 112 and 113 and the provisions of 
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the Income Tax Application Rules, 1971 allowing a de- 
duction for the purposes of this paragraph) as may rea- 
sonably be regarded as attributable to the production of 
petroleum or natural gas from wells, or the production of 
minerals from mines, situated on property in Canada 
from which the predecessor of the first successor corpo- 
ration within the meaning of subsection (6) had, immedi- 
ately before the acquisition by the first successor corpo- 
ration of the property so acquired by. the second 
successor corporation, a right to take or remove petro- 
leum or natural gas or a right to take or remove minerals; 


and, in respect of any such expenses included in the aggregate 
determined under paragraph (a), no deduction may be made 
under this section by the first successor corporation in com- 
puting its income for a taxation year subsequent to its taxa- 
tion year in which the property so acquired was acquired by 
the second successor corporation. 


that portion of subsec. 66(7) preceding para. (a) and para. 
66(7)(b) substituted by 1974-75-76, c. 26, subsecs. 35(7), (8), appli- 
cable in respect of taxation years ending after May 6; 1974, to add a 
reference in para. 66(7)(b) to subsec. 66.1(2). That portion formerly 
read: 


(7) Where. a principal-business corporation (in this subsection 
referred to as the “second successor corporation’’) has at any 
time after 1971 acquired from a corporation (in this subsec- 
tion referred to as the “first successor corporation’’) that was a 
successor corporation within the meaning of subsection (6), 
all or substantially all of the property of the first successor 
corporation used by it in carrying on in Canada its principal 
business, there may be deducted by the second successor cor- 
poration, in computing its income under this Part for a taxa- 
tion year, the lesser of 


[Repealed under former Act] 


Pre-RSC History: Subsec. 66(8) repealed by 1987, c. 46, subsec. 
), applicable to taxation years ending after February 17, 1987. 
Subsec. 66(8) formerly read: 


18(1 


(8) Successor corporation’s foreign exploration and 


- development expenses — In computing the income of a 


Canadian corporation for a taxation year, there may be de- 
ducted the amount that would be deductible under subsection 
(6) in computing its income for the year if 


(a) the references therein to “in Canada” were read as ref- 
erences to “outside Canada”, 


(b) the reference in paragraph (a) thereof to “Canadian 
exploration and development expenses” were read as a 
sg elon to “foreign thik Bis and development 
expenses”, 


(c) the reference in paragraph (b) thereof to “subsections 
(2), (7) and 66,1(5)” were read as a reference to “subsec- 
tions (2), (6), (7), (9), 66.1(4). and (5)”, 


(d) paragraph (b) thereof were read without reference to 
the expression “or the Income Tax Application Rules, 
1971 in respect of this paragraph” or the expression “and 
the provisions of the Income Tax Application Rules, 1971 
allowing a deduction for the purposes of this paragraph”, 
and 


(e) the references therein to “Canadian resource prop- 
erty” and “Canadian resource properties” were read as. 
references to “foreign resource property” and “foreign re- 
source properties”, respectively. 


Para; 66(8)(e) substituted by 1985, .c. 45, subsec. 28(7), applicable 
with respect to transactions occurring in taxation years commencing 
after 1984. Para. 66(8)(e) formerly read: 


(e) the reference therein to “any property described in any of 
subparagraphs (15)(c)(i) to (vii)” were read as a reference to 
“any property that would be described in any of subpara- 
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graphs (15)(c)(i) to (vii) if references therein to “in Canada” 
were read as references to ‘“‘outside Canada” ” 


Para. 66(8)(e) substituted by 1980-81-82-83, c. 48, subsec. 33(7), 
applicable to taxation years ending after December 11, 1979. Para. 
66(8)(e) formerly read: 


(e) the reference’ therein to “any property described in any of 
subparagraphs (15)(c)(i) to (vi)” were read as a reference to 
“any property that would be described in any of subpara- 
graphs (15)(c)(i) to (vi) if the references therein to “in Can- 
ada” were read as references to “outside Canada’”’. 


Paras. 66(8)(c), (d) substituted, (e) added by 1977-78, c. 1, subsec. 
29(6), applicable to 1977 et seg. Paras. 66(8)(c), (d) formerly read: 


(c) the reference in paragraph (b) thereof to “subsection (7)” 
were readas a reference to “subsection (9)”, and 


(d) paragraph (b) thereof were read without reference to the 

expression “or the Income Tax Application Rules, 1971 in re- 

spect of this paragraph” or the expression “and the provisions 

of the Income Tax Application Rules, 1971 allowing a deduc- 
‘ tion for the purposes of this paragraph”. 


All that portion of subsec. 66(8) preceding para. (a) substituted by 
1974-75-76, c. 26, subsec. 35(9), applicable in respect of taxation 
years ending after May 6, 1974, to substitute “Canadian” for “prin- 
cipal-business”. 


(9) [Repealed under former Act] 


Pre-RSC History [Subsec. 66(9)]: Subsec. 66(9) repealed by 
1987, c. 46, subsec. 18(1), applicable to taxation years cae after 
February 17, 1987. Subsec.'66(9) formerly read: 


(9) Second successor corporation’s foreign exploration 
and development expenses — In computing the income of 
a Canadian corporation fora taxation year, there may be de- 
ducted the amount that would be deductible under subsection 
(7) in computing its income for the year if 


(a) the references therein to “subsection (6)” and “para- 
graph (6)(a)” were read as references to those provisions 
as they are required to be read for the purposes of subsec- 
tion (8), 


(b) the references therein ‘to “in Canada” were read as 
references to “outside Canada”, 


(c) the reference in paragraph (b) thereof to “subsection 
(2)” were read asa reference to “subsections (2), (6), (7), 
66.1(4) and (5)”, ' 


(d) paragraph (b) thereof were read without reference to 
the expression “or the Income Tax Application Rules, 
1971 in respect of this paragraph” or the expression “and 
the provisions of the Income Tax Application Rules, 1971 
allowing a eae for the purposes of this paragraph”, 
and 


(e) the references therein to “Canadian resource prop- 
erty” and “Canadian resource properties” were read as 
references to “foreign resource property” and “foreign re- 
source properties”, respectively. 


Para. 66(9)(e) substituted by 1985, c. 45, subsec. 28(8), applicable 
with respect to transactions occurring in taxation years commencing 
after 1984. Para. 66(9)(e) formerly read: 


(é) the reference therein to “any property described in any of 
subparagraphs (15)(c)(i) to (vii)” were read as a reference to 
“any property that would be described in any of subpara- 
graphs (15)(c)(i) to (vii) if references therein to “in Canada” 
were read as references to “outside Canada’””’. 


Para. 66(9)(e) substituted by 1980-81-82-83, c. 48, subsec. 33(8), 
applicable to taxation years ending after December 11, 1979. Para. 
66(9)(e) formerly read: 


(e) the reference therein to “any property described in any of 
subparagraphs (15)(c)(i) to (vi)” were read as a reference to 
“any property that would be described in any of subpara- 
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graphs (15)(c)(i) to (vi) if the references therein to “in Can- 
ada” were read as references to “outside Canada””.. 


Paras. 66(9)(a)—(c) substituted, (d), (e) added by 1977-78, c. 1, sub- 
sec. 29(7), applicable to 1977 et seg. Paras. 66(9)(a)-(c) formerly 
read: 
(a) the references therein to “subsection (6)”, “paragraph 
(6)(a)” and “paragraph (6)(b)” were read as references to 
those provisions as they are required to be read for the pur- 
poses of subsection (8), 


(b) the references therein to “in Canada” were read as refer- 
ences to “outside Canada’, and 


(c) paragraph (b) thereof were read without reference to the 
expression “or the Income Tax Application Rules, 1971 in re- 
spect of this paragraph” or the expression “and the provisions 
of the Income Tax Application Rules, 1971 allowing a deduc- 
tion for the purposes of this paragraph”. . 


All that portion of subsec. 66(9) preceding para. (a), substituted by 
1974-75-76, c. 26, subsec. 35(10), applicable in respect of taxation 
years ending after May 6, 1974, to substitute “Canadian” for “prin- 
cipal-business” and “deductible” for “determined”. 


(10) [Repealed] 


Related Provisions: 66(15)“agreed portion” — Reduction for 
amounts previously renounced; 79(3)F(b)(Gi) — Where property 
surrendered to creditor; 80(1)“forgiven amount’B(e) — Debt for- 
giveness rules do not apply to amount renounced. See additional 
Related provisions and Definitions at end of s. 66. 


History: Subsec. 66(10) repealed by 1997,:c. 25, subsec. 13(1), ap- 
plicable to renunciations made 


(a) after 2006, in respect of a payment or loan received by a 
joint exploration corporation before March 6, 1996; 


(b) after 2006, in respect of a payment or loan received by a 
joint exploration corporation after March 5, 1996 under an 
agreement in writing made 


(1) by the corporation before March 6, 1996, or 
(11) by another corporation before March 6, 1996, where 


(A) the other corporation controlled the corporation at 
the time the agreement was made, or 


(B) the other corporation undertook, at the time the 
agreement was made, to form the.corporation; and 


(c) after March 5, 1996, in any other case. 
Subsec. (10) formerly read: 


(10) Joint exploration corporation — A joint exploration 
corporation may, in any particular taxation year or within 6 
months from the end of that year, elect in prescribed form to 
renounce in favour of another corporation an agreed portion 
of the total of such of the joint exploration corporation’s Ca- 
nadian exploration and development expenses as were in- 
curred by it during a period, after 1971 and before the end of 
the particular taxation year, throughout which the other cor- 
poration was a shareholder corporation, to the extent that the 
total of those expenses exceeds any amount deductible under 
subsection (1) in respect thereof by the joint exploration cor- 
poration in computing its income for any taxation year previ- 
ous to the particular year and, on the election, that agreed 
portion 


(a) shall be deemed, for the purpose of subsection (1) or 
(3), as the case may be, to be Canadian exploration and 
development expenses incurred by the other corporation 
during its taxation year in which the particular taxation 
year ends; and 


(b) shall be subtracted from the total described in para- 
graph (1)(a) in determining the amount deductible by the 
joint exploration corporation under subsection (1) in 
computing its income. 
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Pre-RSC History: Subsec. 66(10) substituted by 1977-78, c. 1, 
subsec. 29(8), applicable with respect to elections made for a joint 


exploration corporation’s 1977 and subsequent taxation years. Sub- 


sec..(10) formerly read: 


(10) A joint exploration corporation may in a taxation year 
elect in prescribed form to renounce in favour of another cor- 
poration an agreed portion of the aggregate of such of the 
joint exploration corporation’s Canadian exploration and de- 
velopment expenses as were incurred by it during a period, 
after 1971 and before the end of the taxation year, throughout 
“which the other corporation was a shareholder corporation, to 
_the extent that the aggregate of such expenses exceeds any 
amount deductible under subsection (1) in respect thereof by 
the joint exploration corporation in computing its income for 
any taxation year previous to the year in which the election 
was made, and upon the election the said agreed portion » 


(a) shall be deemed, for the purposes of subsection (1) or 
(3), as the case may. be, to be Canadian exploration and 
development expenses. incurred by the other corporation 
in the taxation year-of the corporation in which the elec-. 
tion was made, and 


(b) shall be subtracted from the aggregate described in 
paragraph (1)(a) in determining the amount deductible by 
the joint exploration corporation under subsection (1) in 
computing its income. 


All that portion of subsec. 66(10) preceding para. (b) substituted by 
1973-74, c. 14, subsec. 18(4), applicable to 1972 et seq. 


!.T. Application Rules: 29. 


Forms: T2035: Election to renounce exploration, development and 
oil and gas property expenses. 


(10.1) [Repealed] 


Related Provisions: 66(3)—Expenses of, other taxpayers; 
Where property surrendered. to creditor; 80(1)‘‘for- 
given amount’ B(e) — Debt forgiveness rules. do: not apply to 
amount renounced; 163(2.2) — False statement or omissions — 
penalty; 248(16) — GST — input tax credit and rebate; 248(18) — 
GST — repayment of input tax credits. See additional Related pro- 
visions and Definitions at end of s. 66. 


History: Subsec. 66(10.1) repealed by 1997, c. 25, Uy 13(1), 
applicable on the same basis as the repeal of subsec. 66(10). Subsec. 
(10.1) formerly read: 


(10.1) Idem — A joint exploration corporation may, in any 
particular taxation year or within 6 months from the end of 
that year, elect in prescribed form in respect of that year to 
renounce in favour of another corporation an agreed portion 
of the total of such of the joint exploration corporation’s Ca- 
nadian exploration expenses as were incurred by it during a 
period (ending before the end of the particular taxation year) 
throughout which the other corporation was a shareholder 
corporation, to the extent that the total of those expenses ex- 
ceeds the total of all amounts each of which is 


(a) an amount deducted or required to be deducted under 
subsection 66.1(2) in respect of those expenses by the 
joint exploration corporation in computing its income for 
any taxation year preceding the particular taxation year, 
or 


(b) assistance that any person has received, is entitled to 
receive or, at any time, becomes entitled to receive in re- 
spect of those expenses incurred during the period or that 
can reasonably be regarded as relating to Canadian ex- 
ploration activities of the joint exploration corporation 
during the period, other than that portion of the assistance 
arising. because of. section 127 or 127.1, in respect of a 
shareholder .corporation of the joint: .exploration 
corporation, 


422 


Subdiv. e — Deductions in Computing Income 


and, on the making of the election, that agreed portion 


(c) shall be deemed, for the purposes of the definitions 
“Canadian exploration expense” and “cumulative Cana- 
dian exploration expense” in subsection 66.1(6), to be a 
Canadian exploration expense incurred by the other cor- 
poration during its taxation year in which the particular 
taxation year ends or, if it/has no-such year, its last taxa- 
tion year, and 


(d) shall be included in the amount determined for F in 

_ the definition “cumulative, Canadian exploration ex- 
pense” in subsection 66.1(6). by the joint exploration cor- 
poration in computing its cumulative Canadian expiora- 
tion expense, at the time the election is made or, where 
the election is made after the end of the particular taxa- 
tion year, immediately before the end of that year. 


Paras. 66(10. 1)(a), (d) amended by 1994, c. 8, subsecs. 5(1), (2), 
applicable to taxation years ending after December 2, 1992. Paras. 
(a), (d) formerly read: 


(a) an amount deductible under subsection 66.1(2) in respect 

-of those expenses by the joint exploration corporation in com- 
puting its income for any taxation year preceding the particu- 
lar taxation year, or 


(d) shall be included in the amount determined for F in the 
definition “cumulative Canadian exploration expense” in sub- 
section 66.1(6) by reason of its being deducted or deductible, 
as the case may be, by the joint exploration corporation in 
computing that corporation’s cumulative Canadian explora- 
tion expense, at the time that the election is made or, where 
the election is made after the end of the particular taxation 
year, immediately before the end of that year. 


Para. 66(10.1)(b) substituted by 1994, c. 7, Sch. If (1991, c. 49), 
subsec. 38(2), applicable to assistance for expenses Saal dat after 
November 1985. Para. (b) formerly read: 


(b) assistance that any person has received, is entitled to re- 
ceive or, at any time, becomes entitled to receive in respect of 
those expenses incurred during the period or that can reasona- 

- bly be related to Canadian exploration activities of the joint 
exploration corporation during the period; 


Pre-RSC History: Para. 66(10.1)(b) substituted by 1986, c. 55S, 
subsec. 11(1). Para. (b) formerly read: 


(b) an amount of assistance or benefit that any person has re- 
ceived, is entitled to receive or, at any time, becomes entitled 
to receive from a government, municipality or other public 
authority in respect of such expenses made or incurred during 
that period or that can reasonably be related to Canadian ex- 
ploration activities of the joint exploration corporation during 
the period, whether such amount is by way’ of a grant, sub- 
sidy, forgivable loan, deduction. from royalty or tax, invest- 
ment allowance or any other form of assistance or. benefit; 


Subsec. 66(10.1) substituted by 1984, c. 1, subsec. 27(5). For appli- 
cation, see under subsec. 66(10.4): Subsec. (10.1) formerly read: 


(10.1) A joint exploration corporation may, in any particular 
taxation year or within 6 months from the end of that year, 
elect in prescribed form to renounce in favour of another cor- 
poration an agreed portion of the aggregate of such of the 
joint exploration corporation’s Canadian exploration ex- 
penses as were incurred by it during a period, before the end 
of the particular taxation year, throughout which the other ° 

~ corporation was a shareholder corporation, to the extent that 
the aggregate of such expenses exceeds any amount deducti- 
ble under subsection 66.1(2) in respect thereof by the joint 
exploration corporation in computing its income for any taxa- 
tion year previous to the particular year, and on the election 
the said agreed portion 


(a) shall be deemed, for the purposes of paragraphs 
66.1(6)(a). and (b) to be a Canadian exploration expense 


S. 66(10.2) 


incurred by the other corporation during its taxation year 
in which the particular taxation year ends; and 


(b) shall be included in the amount deducted or deducti- 
ble, as the case may be, by the joint exploration corpora- 
tion under subparagraph 66.1(6)(b)(v) in computing its 
cumulative Canadian exploration expense. 


Siheee 66(10. 1) substituted by 1977-78, c: 1, subsec.,29(8), appli- 
cable with respect to elections made for a joint exploration corpora- 
tion’s 1977 and subsequent taxation years. Subsec..(10.1) formerly 
read: 


(10.1) A joint exploration corporation may ina taxation year 
elect in prescribed form to renounce in favour of another cor- 
poration an, agreed) portion of the aggregate of such of the 
joint exploration corporation’s Canadian exploration ex- 
penses.as were incurred by it during a period, before the end 
of the taxation year, throughout which the other corporation 
was a shareholder corporation, to the extent that the aggregate 
of such expenses exceeds any amount deductible under sub- 
section 66.1(2) or deducted under subsection. 66.1(3),:as the 
case may be, in respect thereof by the joint exploration corpo- 
ration in computing its income for any taxation year, previous 
to the year in which the election was made, and upon the 
election the said agreed portion 


(a) shall, in respect of a Canadian exploration expense, be 
deemed for the purposes of paragraph 66.1(6)(a) to be a 
Canadian exploration expense incurred by the other cor- 
poration in the taxation year of the corporation in which 
the election was made; and 
(b) shall be included in. the amount deducted or deducti- 
ble, as the case may be, by the joint-exploration corpora- 
tion under subparagraph 66.1(6)(b)(v) in. pee sass its 
cumulative Canadian exploration expense. 
Subsec. 66(10.1) added by 1974-75-76, c. 26, subsec. 35(11), apphi- 
cable in respect of taxation years ending after May 6,°1974. 


_ LT. Application Rules: 29. 


Advance Tax Ruling: ATR-60: Joint uichinidtion corporations. 


Forms: T2035: Election to renounce exploration, development and 
oil and gas property expenses. 


(10.2) [Repealed] 


| Related Provisions: 66.1(6) ‘restricted. expense” (c) — inclusion 


of renounced expense; 79(3)F(b)(ii) — Where property surrendered 


— to creditor; 80(1)“forgiven amount’B(e) — Debt forgiveness. rules 


do not apply to amount renounced; 163(2.2) — False. statement or 
omissions — penalty; 248(16) — GST, input. tax credit.and. rebate 
deemed to be assistance; 248(18) — GST —.repayment.of input tax 


_ credit. See additional Related provisions and Definitions at end of s. 
66. 


History: Subsec. 66(10.2) repealed by 1997, c. 25, subsec. 13(1), 
applicable on the same basis as the repeal of subsec. 66(10). Subsec. 
(10.2) formerly. read: 


(10.2) Idem — A joint exploration corporation may, in any 
particular taxation year or within 6, months, from the end of 
that year, elect in prescribed form in. respect of that year to 
renounce in favour of another corporation an agreed portion 
of the total of such of the joint exploration corporation’s Ca- 
nadian development expenses as were incurred by it during a 
period (ending before the end of the particular taxation year) 
throughout which the other corporation was a shareholder 
corporation, to the extent that the total of those expenses ex- 
ceeds the total of all amounts each of which is 


(a) an amount deducted under subsection 66.2(2) in re- 
spect of those expenses by the joint exploration corpora- 
tion in computing its income for any taxation year pre- 
ceding the particular taxation year, or 

(b) assistance that any person has received, is entitled to 
receive or, at any time, becomes entitled to receive in re- 
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spect of those expenses incurred during the period or that 
can reasonably be related to Canadian development activ- 
ities of the joint exploration CORD RT AHO during the 
period, 


and, on the making of the election, that agreed portion 


(c) shall be deemed, for the purposes of the definitions 
“Canadian development expense” and “cumulative Cana- 
dian development expense” in subsection 66.2(5), to be a 
Canadian development expense incurred by the other cor- 
poration during its taxation year in which the particular 
taxation year ends or, if it has no such year, its last taxa- 
tion year, and 


Income Tax Act, 
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ration in computing its income for any taxation year previous 
to the year in which the election was made, and upon the 
election the said agreed portion 


(a) shall, in respect of a Canadian development expense, 
be deemed for the purposes of paragraph 66.2(5)(a) to be 
a Canadian development expense incurred by the other 
corporation in the taxation year of the corporation in 
which the election was made; and 


(b) shall be included in the amount deducted ‘by the joint 
exploration corporation under = subparagraph 
66.2(5)(b)(iv) in computing its cumulative Canadian de- 
velopment expense. 


Subsec. 66(10.2) added by 1974-75-76, c. 26, subsec. 35(11), appli- 
cable in respect of taxation years ending after May 6, 1974. 


(d) shall be included in the amount determined for E in 
the definition “cumulative Canadian development ex- 
pense” in subsection 66.2(5) by reason of its being de- 
ducted by the joint exploration corporation in computing 
that corporation’s cumulative Canadian development ex- 
pense, at the time the election is made or, where the elec- 
tion is made after the end of the particular taxation year, 
immediately before the end of that year. 


Pre-RSC History: Para. 66(10.2)(b) substituted by 1986, c. 55, 
subsec. 11(2). Para. '(b) formerly read: 


Forms: T2035: Election to renounce exploration, development and 
oil and gas property expenses. 


(10.3) [Repealed] 


History: Subsec. 66(10.3) repealed by 1997, c. 25, subsec. 13(1), 
applicable on the same basis as the repeal of subsec. ahs Subsec. 
(10.3) formerly. read: 


(b) an amount of assistance or benefit that any person has re- 
ceived, is entitled to receive or, at any time, becomes entitled 
to receive from a government, municipality or other public 
authority in respect of such expenses made or incurred during 
the period or that can reasonably be related to Canadian de- 
velopment activities of the joint exploration corporation dur- 
ing the period, whether such amount'is by way of a grant, 
subsidy, forgivable loan, deduction from royalty or tax, in- 
vestment allowance or any eises sist ofp assistance or 
benefit; 


Subsec. 66(10.2) substituted by 1984,.c.: 1, subsec. 27(5). For appli- 
cation, see under subsec. 66(10.4). Sobset (10.2) formerly ‘read: 


(10.2) A joint exploration corporation may, inany particular: | 


taxation year or within 6 months from the end of that year, 
elect in prescribed form to renounce in favour of another cor- 


poration an agreed portion of the aggregate of such of the 


joint exploration corporation’s Canadian development ex- 
penses as were incurred by it during a period, before.the end 
of the particular taxation year, throughout which the other 


corporation was a shareholder corporation, to the extent that’ 
the aggregate of such expenses exceeds any amount deducted 


under subsection 66.2(2) in respect thereof by the joint explo- 
ration corporation in computing its income for any taxation 
year previous to the particular year, and on the election the 
said agreed portion 


(a) shall be deemed, for the purposes of paragraphs 


66.2(5)(a) and (b), to be a Canadian development ex- 


pense incurred by the other corporation during its taxa-- 
tion year in which the particular taxation year ends; and’ 


(b) shall be included in the amount deducted by the joint 


exploration’ — corporation under subparagraph 
66.2(5)(b)(iv) in computing its cumulative Canadian de- 
velopment expense. 


(10.3) Idem — A joint exploration corporation may, in any 
particular taxation year or within 6 months from the end of 
that year, elect in prescribed form in respect of that year to 
renounce in favour of another corporation an agreed portion 
of the total of such of the joint exploration corporation’s Ca- 
nadian oil and gas property expenses as were incurred by it 
during a period (ending before the end. of the particular taxa- 
tion year) throughout which the other corporation was a 
shareholder corporation, ‘to the extent that the total of those 
expenses exceeds the total of all amounts each of which is 


(a) an amount deducted under subsection 66.4(2) in re- 
spect of those expenses by the joint exploration corpora- 
tion in computing its income for any. taxation year pre- 
ceding the particular taxation year, or 


(b) assistance, that, any person has received, is entitled to 
receive or, at any time, becomes entitled to receive. in re- 
spect of those expenses incurred during, the period or that 
can reasonably be. related, to those expenses during the 
DEMOds | 


and, on the making of the election, that. agreed portion 


(c) shall be deemed, for the purposes of the definitions 
“Canadian oil and. gas property expense” and “cumula- 
tive Canadian oil and gas property expense” in subsec- 
tion, 66.4(5), to be a Canadian oil and gas property ex- 
pense incurred. by the other, corporation during its 
taxation year in which the particular taxation year ends 
or, if it has no such year, its last taxation year, and . 


(d) shall be included inthe amount determined for E in 
the definition “cumulative Canadian oil and gas property 
expense” in subsection 66.4(5) by reason of its being de-, 
ducted by the joint exploration corporation in computing 
that corporation’s cumulative Canadian oil and gas prop- 
erty expense, at the time the election is made or, where 


the election is made after the end of the particular taxa- 
tion year, immediately before the end of that year. 


_ Related Provisions: 79(3)F(b)(ii) — Where property surrendered 
to creditor; 80(1)“forgiven amount’ B(e)— Debt forgiveness. rules 
do not apply to amount renounced; ,163(2.2) —.False statement or 
omission — penalty; 248(16)-—— GST input. tax credit andrebate 
deemed to be assistance; 248(18) — GST — repayment of input tax 
credits. See additional Related. provisions and Definitions at the end 
of s. 66. 


Pre-RSC History: Para. 66(10. 3)(b) substituted by 1986, ¢. 55, 
subsec. 11(3). Para. 66(10.3)(b) formerly read: 


(b) any amount of assistance or benefit that any person has 
received, is entitled to receive or, at any time, becomés enti- 


Subsec. 66(10.2) substituted by 1977-78, c. 1, subsec. 29(8), appli- 
cable with respect to elections made for a joint exploration corpora- 
tion’s 1977 and subsequent taxation years. Subsec. (10.2) formerly 
read: 
(10.2).A: joint exploration corporation may in a taxation year 
elect in prescribed form to renounce in favour of another cor- 
poration an agreed portion of the aggregate of such of the 
joint exploration corporation’s Canadian development ex- 
penses as were incurred by it during a period, before the end 
of the taxation year, throughout which the other corporation 
was a shareholder corporation, to the extent that the aggregate 
of such expenses exceeds any amount deducted under subsec- 
tion 66.2(2) in respect thereof by the joint exploration corpo- 
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~tled to receive from a government, municipality or other pub- 
lic authority in respect of such expenses made or incurred 
during the period or that can reasonably. be related to such 
expenses during the period, whether such amount is by way 
of a grant, subsidy, forgivable loan, deduction from royalty or 
tax, investment allowance or any other form of assistance or 
benefit; 


Subsec: 66(10.3) substituted by 1984, c. 1, subsec. 27(5). For appli- 
cation, see under subsec. 66(10.4). Subsec. 66(10.3) formerly read: 


(10.3) Idem — A joint exploration corporation may, in any 
particular taxation year or within 6 months from the end of 
that year, elect in prescribed form to renounce in favour of 
another corporation an agreed portion of the aggregate of 
such of the joint exploration corporation’s Canadian oil and 
gas property expenses as were incurred by it before the end of 
the particular taxation year and during a period throughout 
which the other corporation was a shareholder corporation, to 
the extent that the aggregate of such expenses exceeds any 
amount deducted under subsection 66.4(2) in respect thereof 
by the joint exploration corporation in computing its income 
for any taxation year preceding the particular year, and on the 
election the agreed portion 


(a) shall be deemed, for the purposes of paragraphs 
66.4(5)(a) and (b), to be a Canadian oil and gas property 
expense incurred by the other corporation during its taxa- 
tion year in which the particular taxation year ends; and 


(b) shall be included. in the amount deducted by the joint 
exploration corporation under subparagraph 
66.4(5)(b)(iv) in computing its cumulative Canadian oil 
and. gas property expense. 
Subsec. 66(10.3) added by 1980-81-82-83, c. 48, subsec. 33(9), ap- 
plicable to taxation years ending after December 11, 1979. 


I.T. Application Rules: 29. 


Forms: T2035: Election to renounce exploration, development and 
oil and gas property expenses. 


(10.4) Idem — Where a taxpayer has, after April 19, 
1983, made a payment or loan described in para- 
graph (a) of the definition “agreed portion” in sub- 
section (15) to a joint exploration corporation in re- 
spect of which the corporation has at any time 
renounced in favour of the taxpayer any Canadian 
exploration expenses, Canadian development ex- 
penses or Canadian oil and gas property expenses (in 
this subsection referred to as “resource expenses”’) 
under subsection (10.1), (10.2) or (10.3), the follow- 
ing rules apply: 


(a) where the taxpayer receives as consideration 


for the payment or loan property that is capital 
property to the taxpayer, 


(1) there shall be deducted in computing the 
adjusted cost base to the taxpayer of the prop- 
erty at any time the amount of any resource 
expenses renounced by the corporation in the 
taxpayer’s. favour in respect of the loan or 
payment at or before that time, 


(ii) there shall be deducted in computing the 
adjusted cost base to the taxpayer at any time 
of any property for which the property, or any 
property substituted therefor, was exchanged 
the amount of any resource expenses re- 
nounced by the corporation in the taxpayer’s 
favour in respect of the loan or payment at or 
before that time (except to the extent such 
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amount has been deducted under subpara- 
graph (1i)), and 


(iii) the amount of any resource expenses re- 
nounced by the. corporation in favour of the 
taxpayer in respect of the loan or payment at 
any time, except to the extent that the renunci- 
ation of those expenses results in a deduction 
under subparagraph (i) or (ii), shall, for, the 
purposes of this Act, be deemed to be a capital 
gain of the taxpayer from the disposition by 
the taxpayer of property at that time; 


(b) where the taxpayer receives as consideration 
for the payment or loan property that is not capi- 
tal property to the taxpayer, 


(i) there shall be deducted in. computing the 
cost to the taxpayer of the property at any 
time the amount of any resource expenses re- 
nounced by the corporation in the taxpayer’s 
favour in respect of the loan or payment at or 
before that time, and 


(11) there shall be included in computing the 
amount referred to in paragraph 59(3.2)(d) for 
a taxation year the amount of any resource ex- 
penses renounced by the corporation in the 
taxpayer’s favour in respect of the loan or 
payment at any time in the year, except to the 
extent that the amount has been deducted 
under subparagraph (i); and 


(c) where the taxpayer does not receive any prop- 
erty as consideration for the payment, there shall 
be included in computing the amount referred to 
in paragraph 59(3.2)(e) for a taxation year the 
amount of any resource expenses renounced by 

the corporation in the taxpayer’s favour in respect 
of the payment in the year, except to the extent 
that the amount has been deducted from the ad- 
justed cost base to the taxpayer of shares of the 
corporation under paragraph 53(2)(f.1) in respect 
of the payment. 


Related Provisions: 53(2)(f), (f.1), (f.2) — Deductions from ad- 
justed cost base — renounced expenses; 59(3.2)(d), (e) — Recovery 
of exploration and development expenses; 59(3.3)(f) — Resource 
property — amounts included in income; 248(5) — Substituted 
property. See additional Related provisions and Definitions at the 
end of s. 66. 


Pre-RSC History: Subsec. 66(10.4) added by 1984, c. 1, subsec. 
2h): 


Application: 1984, c. 1, subsec. 27(12), provides that subsecs. 
66(10.1) to (10.3) as substituted and subsec. (10.4) are applicable 
with respect to any Canadian exploration expense, Canadian devel- 
opment expense or Canadian oil and gas property expense incurred 
after March 16, 1983 by a joint exploration corporation (other than 
such an expense incurred after March 16, 1983 and before October, 
1984 in respect of which payments or loans referred to in subpara. 
66(15)(i)(ii) as enacted by 1984, c. 1, are made to the joint explora- 
tion corporation pursuant to arrangements that were substantially 
advanced and evidenced in writing on or before March 16, 1983), 
except that 


(a) the repeal of paras. 66(10.1)(b), (10.2)(b) and (10.3)(b) and 
the enactment of paras. 66(10.1)(d), (10.2)(d) and (10.3)(d) as 
provided by 1984, c. 1, are applicable with respect to an agreed 
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portion of the aggregate of such expenses that is renounced af- 
ter April 19, 1983; and 


(b) the repeal of paras. 66(10.1)(a), (10.2)(a) and (10.3)(a) and 
the enactment of paras. 66(10.1)(¢), (10.2)(c) and (10.3)(c), as 
provided by 1984, c. 1, are applicable with respect to an agreed 
portion of the aggregate of such aise that is ‘renounced af- 
ter April 19,.1983. 


Advance Tax Ruling: ATR-60: Joint exploration corporations. 


(11) Acquisition of control — Where after March 
31, 1977 and before November 13, 1981 control of a 
corporation has been acquired by a person or persons 
who did not control the corporation at the time when 
it last ceased to carry on active business, 


(a) the amount by which the Canadian explora- 
tion and development expenses incurred by the 
corporation before it last ceased to carry on active 
business exceeds the total of all amounts other- 
wise deductible by the corporation in respect of 
Canadian exploration and development expenses 
in computing its income for taxation years ending 
before control was so acquired, shall be deemed 
to have been deductible under this section by the 
corporation in computing its income for taxation 
years ending before control was so acquired; 


(b) the amount by which the cumulative Cana- 
dian exploration expense of the corporation at the 
time it last ceased to carry on active business ex- 
ceeds the total of amounts: otherwise deducted 
under section 66.1 in computing its income for 
taxation years ending after that, time and before 
control was so acquired, shall be deemed to have 
been deducted under that section by the corpora- 
tion in computing its income for taxation years 
ending before control was so acquired; 


(c) the amount by which the cumulative Canadian 

_ development expense of the corporation at the 
time it last ceased to carry on active business ex- 
ceeds the total of amounts otherwise deducted 
under section 66.2 in computing its income for 
taxation years ending after that time and before 
control was. so acquired, shall be deemed to have 
been deducted under that section by the corpora- 
tion in computing its income for taxation yeats 
ending before control was so acquired; 


(d) the amount by which the cumulative Cana- 
dian oil and gas property expense of the corpora- 
tion at the time it last ceased to carry on active 
business exceeds the total of amounts otherwise 
deducted under section 66.4 in computing its in- 
come for taxation years ending after that time and 
before control was so acquired, shall be deemed 
to have been deducted under that section by the 
corporation in computing its income for taxation 
years ending before control was so acquired; and 


(e) the amount by which the foreign exploration 
and development expenses incurred by the corpo- 
ration before it last ceased to carry on active busi- 
ness exceeds the total of all amounts otherwise 
deductible by the corporation in respect of for- 
eign exploration and development expenses in 
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computing its income for taxation years ending 
before control was so acquired, shall be deemed 
to have been deductible under this section by the 
corporation in computing its income for taxation 
years ending before control was so acquired. 


Related Provisions: 66(11.3) — Acquisition of control: before 
1983; 249(4) — Deemed year end where. change of control occurs; 
256(7)—(9) — Whether control acquired. See additional Related 
provisions and Definitions at end of s. 66. 


Pre-RSC History: All that portion of subsec. 66(1 1) preceding 
para.-(a) substituted by 1980-81-82-83, c..140, subsec. 33(1), appli- 
cable, with respect to taxation years ending after. November 12, 
1981. That portion. formerly. read: 


(11) Where control of a corporation has} odicet March 31, 4977 
and after’ the corporation last ceased to carry on active busi- 
ness, been acquired by a person’‘or persons who did not ‘con- 
trol the corporation at ‘the time when. it so ceased to carry on 
active business, ; 


Para. 66(11)(d) substituted, (c) sete by ingens c. 48, sub- 
sec. 33(10), applicable to taxation years ending after December 11, 
1979. Para. 66(11)(d) formerly read: ' 


(d) the amount by which the foreign exploration and develop- 
ment expenses incurred by the corporation before it last 
ceased to Carry on active business exceeds the aggregate of 
all amounts otherwise deductible by the corporation in re- 
spect of foreign exploration and development expenses in 
computing its income for taxation years ending before control 
was so acquired, shall be deemed to: have been deductible 
under this section by the corporation in computing its income 
for taxation years ending before control-.was so acquired. 


Subsec. 66(11) substituted by 1977-78, c. 1, subsec. 29(9), applica- 
ble to acquisitions of control after March:31, 1977. Subsec: 66(11) 
formerly read: 


(11) Where control of a corporation has, after 1971 and be- 
tween a time when the corporation ceased to carry on active 
business. and a time when it commenced to carry on active 
business again, been acquired by 


(a) a person, Or 


(b) a person and other persons with whom: that person 
does not deal at arm’s length, 


who did not control the corporation at the time when it so 
ceased to carry on active business, all of the Canadian explo- 
ration and development expenses, cumulative Canadian: ex- 
ploration expense, cumulative. Canadian development ex- 
pense and foreign exploration and development expenses 
incurred by the corporation before the time when it com- 
menced to carry on active business again shall be deemed to 
have been deductible or deducted, as the case may be, in 
computing its incomes for taxation years ending before the 
time when such control. was. so. acquired. 


All that portion of subsec..66(11) following para. (b) substituted by 
1974-75-76, c. 26, subsec. 35(12), applicable in respect of taxation 
years ending after May 6, 1974. That portion formerly read: 


who did not control the corporation at the time when it so 
ceased to carry on active business, all of the Canadian explo- 
ration and development expenses and foreign exploration and 
development expenses incurred by the corporation before the 
time when it commenced to carry on active business again 
_shall be deemed to have been deductible in computing its in- 
comes for taxation years ending before’ the time when such 
control was so acquired. ~ 


1.T. Application Rules: 29. 
1.T. Technical News: No. 7 (contrel by a group — 50/50 
arrangement). 


(11.1) [Repealed under former Act] 
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Pre-RSC History: Subsec. 66(11-1) repealed by 1987, c. 46, sub- 
sec. 18(2), applicable to taxation years ending after February 17, 
1987. Subsec. 66(11.1) formerly read: 


(11.1) Idem — Where at any time after. November 12, 1981 


(a) control of a corporation has been acquired by a person 
or persons, or 


(b) a corporation ceases to be exempt from tax under this 
Part on its taxable income, 


_for the purposes of the provisions of this Act relating to de- 
ductions with respect to Canadian exploration and develop- 
ment expenses, foreign exploration and development ex- 
penses, Canadian exploration expense, Canadian 

- development expense and Canadian oil and gas property ex- 
pense (in this subsection referred to as “exploration and de- 
velopment expenses”) made or incurred by the corporation 
before that time, the following rules apply: 


(c) the corporation shall after that time be deemed to be a 
_ successor corporation that jointly elected with a prede- 
‘ cessor in prescribed form as required under subsections 
(6), (8), 66.1(4), 66.2(3) and 66.4(3); 


(d) the corporation shall be deemed to have acquired at 
that time all or substantially all of the Canadian resource 
properties and foreign resource properties of the prede- 
cessor owned by it immediately before that time; . 


(e) the exploration and development expenses made or 
incurred by the corporation before that time..shall be 
deemed not to have been made or incurred by the corpo- 
ration before that time but to have been made or incurred 
by the predecessor of the corporation before. that, time; 


(f) except where paragraph (b) applies, in computing the 
income of the corporation for its taxation year that in- 
cludes that time, 


(i) any disposition by the corporation, in the year 
before that time, of a Canadian resource property or 
foreign resource property shall be deemed to be a 
disposition described in en ath eaten (6)(b)(i) and 
66.1(4)(b) (i), 


(ii) the first two references in each of e Ribjamtdevachs 
66.2(3)(a)(@i) and 66.4(3)(a)Gi) to “successor corpo- 

_ ration” shall be read as references. to “corporation” 
and the references in those subparagraphs to “owned 
by the predecessor immediately before the acquisi- 
tion thereof by the successor corporation” shall be 
read as references to “in the year and before that 
time”, and 


(iii) the production referred to in subparagraphs 
(6)(b)(ii), . -66.1(4)(b) Gi), 66.2(3)(b)G) and 
66.4(3)(b)G) shall be deemed to include the produc- 
tion of petroleum or natural gas from natural accu- 
mulations thereof or from oil or gas wells, and the 
production of minerals from mines, situated on prop- 
erty in respect of which the corporation had, in the 
year and before that time, an interest or a right to 
take or remove petroleum or natural gas or a right to 
take or remove minerals; and 


(g) where another corporation (in this paragraph referred 
to as the “subsidiary”) was at that time a subsidiary 
wholly-owned corporation (within the meaning assigned 
by subsection 87(1.4)) of the corporation (in this para- 
graph referred to .as the “parent”), if both corporations 
agree to have this paragraph apply to them in respect.of a 
taxation year of the subsidiary ending after that time and 
notify the Minister in writing of the agreement in the re- 
turn of income under this Part of the subsidiary for that 
year, the subsidiary may designate in favour of the par- 
ent, in respect of that year, an amount equal to such por- 
tion of the amount that would be its income for the year 
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if no deductions were allowed under sections, 65, 66, 
66.1, 66.2 and 66.4 and section 29 of the Income Tax Ap- 
plication Rules, 1971, as may reasonably. be regarded as 
being attributable to 


(i) the production of petroleum or natural gas from 
natural accumulations, thereof or from oil or gas 
wells, or the production of minerals from mines, situ- 
ated on property in respect of which the subsidiary 
had, immediately before that time, an interest or right 
to take or remove petroleum or natural gas or.a right 
to take or remove minerals, and 


(ii) the disposition of any Canadian resource property 
or foreign resource property, owned by the subsidi- 
ary immediately before that time, 


to the extent that such portion of the amount is not desig- 
nated under this paragraph in favour of any other tax- 
payer, and the amount so designated shall be deemed, for 
the purposes of determining the amount under paragraphs 
(6)(b), 66.1(4)(b), 66.2(3)(b) and 66.4(3)(b), 


(iii) to be the income from the sources described in 
subparagraph (i) or (ii), as the case may be, of the 
parent for its taxation year in which that taxation 
year of the subsidiary ends, and 


(iv) not to be the income from the sources described 
in subparagraph (i) or (ii), as the case may be, of the 
subsidiary for that year. 


Subpara. 66(11.1)(f)(@i1) substituted by 1986, c. 6, subsec: 31(2), ap- 
plicable to taxation years ending after March 1985, to add “natural 
accumulations thereof or from oil or gas”. 


Para. 66(11.1)(g) added by 1986, c. 6, subsec. 30(1), applicable to 
1985 et seqg., except that a notice referred to in para. 66(11.1)(g) of 
an agreement between a subsidiary and a parent to have that para- 
graph apply to them in respect of a taxation year. of the subsidiary 
that ended after 1984 and before February 13, 1986, that is filed in 
writing with the Minister of National Revenue on or before the day 
that is 90 days after February 13, 1986, shall be deemed to have 
been given in the return of income of the subsidiary for that taxation 
year. 


Para. 66(11.1)(d), subpara. 66(11.1)(fG) substituted by 1985, c. 45, 
subsecs. 28(9), (10), applicable with respect to, transactions occur- 
ring in taxation years commencing after 1984. Para. 66(11.1)(d), 
subpara. 66(11.1)(f)G) formerly read: 


(d) the corporation shall be deemed to have acquired at that 
time all or substantially all of the propérty of a predecessor 
that was used by him in carrying on such of the businesses 
described in any of subparagraphs (15)(h)(@) to (vii) as were 
carried on by the corporation immediately before that time; 


(i) any disposition by the corporation, in the year before 
that time, of property described in any of paragraphs 
59(2)(a) to (e) shall be deemed to be a disposition de- 
scribed in subparagraphs (6)(b)(i) and 66.1(4)(b)(), 


Paras. 66(11.1)(c)-(e) substituted to substitute “predecessor” for 
“predecessor corporation” and “him” for “it” wherever the expres- 
sions appeared; para. 66(11.1)(f) added by 1984, c. I, subsec. 27(6), 
applicable with respect to acquisitions of property by a successor 
corporation from a predecessor after April 19, 1983 except that 
para. 66(11.1)(f) is applicable to taxation years ending after Novem- 
ber 12, 1981 and the reference in that paragraph to “predecessor” 
shall be read as a reference to “predecessor corporation” with re- 
spect to acquisitions of property by a successor corporation on or 
before April 19, 1983. 


Subsec. 66(11.1) added by 1980-81-82-83, c. 140, subsec. 33(2), 
applicable with respect to taxation years ending after November 12, 
1981. 


(11.2) [Repealed under former Act] 
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Pre-RSC History: Subsec. 66(11.2) repealed by 1987, c. 46, sub- 
sec. 18(2); applicable to taxation years ending after February 17, 
1987. Subsec. 66(11.2) formerly read: 


(11.2) Idem — Where a corporation (in this subsection re- 
ferred to as the “acquiring corporation”) has at any time after 
November 12, 1981 acquired, by purchase, amalgamation, 
merger, winding-up or otherwise (other than pursuant to an 
amalgamation that is described in subsection 87(1.2) or a 
winding-up to which the rules in subsection 88(1) apply), 
from another corporation (in this subsection referred to as the 
“predecessor’), all or substantially all of the Canadian re- 
source properties of the predecessor and (except in the case of 
an amalgamation or a winding-up) the predecessor and the 
acquiring corporation have jointly elected in prescribed form 
on or before the day that is the earlier of the days on or before 
which either taxpayer making the election is required to file a 
return of income pursuant to section 150 for the taxation year 
in which the transaction to which the election relates oc- 
curred, and the provisions in subsection (11.1) apply with re- 
spect to the deduction of Canadian exploration and develop- 
ment expenses, foreign exploration and development 
expenses, Canadian exploration expenses, Canadian develop- 
ment expenses or Canadian oil and gas property expenses (in 
this subsection referred to as “exploration and development 
expenses”) made or incurred by the predecessor, the follow- 
ing rules apply: 


(a) with respect to the exploration and development ex- 
penses, the acquiring corporation shall be deemed after 
that time to be a successor corporation of the predecessor 
for the purposes of subsections (6), (8); 66.1(4), 66.2(3) 
and 66.4(3), and 


(b) with respect to the deduction of the predecessor’s ex- 
ploration and development expenses by the acquiring 
corporation, the provisions that apply with respect to the 
deduction of the exploration and development expenses 
by the predecessor by virtue of the application of subsec- 
tion (11.1) shall apply after that time to the deduction by 
the acquiring corporation of these expenses. 


All that portion of subsec. 66(11.2) preceding para. (a) substituted 
by 1985, c. 45, subsec. 28(11), applicable with respect to transac- 
tions occurring in taxation years commencing after 1984. That por- 
tion of subsec. 66(11.2) formerly read: 


(11.2) Idem — Where a.corporation (in this subsection re- 
ferred to as the “acquiring corporation”’) has, at any time after 
November 12, 1981, acquired, by purchase or otherwise (in- 
cluding an acquisition as a result of an amalgamation de- 
scribed in section 87), from another corporation (in this sub- 
section referred to as the “predecessor’’), all or substantially 
all of the property of the predecessor used by it in carrying on 
in Canada such of the businesses described in any of subpara- 
graphs (15)(h)(@) to (vii) as were carried on by it, and (except 
in the case of an amalgamation or a winding-up) the prede- 
cessor and the acquiring corporation have jointly elected in 
prescribed form on or before the day that is the earlier of the 
days on or before which either taxpayer making the election 
is required to file a return of income pursuant to section 150 
for the taxation year in which the transaction to which the 
election relates occurred, and the provisions in subsection 
(11.1) apply with respect to the deduction of Canadian explo- 
ration and development expenses, foreign exploration and de- 
velopment expenses, Canadian exploration expense, Cana- 
dian development expense or Canadian oil and gas property 
expense (in this subsection referred to as “exploration and de- 
velopment expenses”) made or incurred by the predecessor, 
the following rules apply: 


Subsec. 66(11.2) amended by 1984, c. 1, subsec. 27(7), applicable 
with respect to acquisitions of property by a successor corporation 
from a predecessor after April 19, 1983, to substitute “predecessor” 
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for the expressions “predecessor corporation” 
*s” wherever they appeared. 


and “predecessor’s” 
and “‘predecessor corporation’s 


Subsec. 66(11.2) added by 1980-81-82-83, c. 140, subsec. 33(2), 
applicable with respect to taxation years ending after November 12, 
1981. 


(11.3) Control — For the purposes of subsections 
(11) and 66.7(10), where a corporation acquired con- 
trol of another corporation after November 12, 1981 
and before 1983 by reason of the acquisition of 
shares of the other corporation pursuant to an agree- 
ment in writing concluded on or before November 
12, 1981, it shall be deemed to have. acquired. that 
control on or before November 12, 1981: : 
Related Provisions: See Related Provisions | and Definitions at 
end of s. 66. 

Pre-RSC History: Subsec. 66(11.3) amended by 1987, c. 46, 
subsec. 18(3), to substitute “subsection (11) and 66.7(10)” for “sub- 


sections (11) and (11.1)”, applicable to taxation years ending after 
February 17, 1987. 


Subsec. 66(11.3) added, by 1980- 81-82-83, c. 140, subsec. 552); 
applicable with respect to taxation years ending after November 12, 
1981. 


I.T. Application Rules: 29. 


(11.4) Change of control — Where, 


(a) at any time, control of a corporation has been 
acquired by a person or group of persons, 


(b) within the 12-month period that ended imme- 
diately before that time, the corporation or a part- 
nership of which it was a majority. interest partner 
acquired a Canadian resource property or a for- 
eign resource property (other than a property that 
was owned by the corporation or partnership or a 
person that would, if section 251.1 were read 
without reference to the definition “controlled” in 
subsection 251.1(3), be affiliated with the corpo- 
ration throughout the period that began immedi- 
ately before the 12-month period began and en- 
ded at the time the property was acquired by the 
corporation or partnership), and 


(c) immediately before the twelve month period 
commenced, the corporation was not a principal- 
business corporation and the partnership, if it 
were a corporation, would not be a principal-bus- 
iness corporation, 


for the purposes of subsection (4) and sections 66.2 
and 66.4, except as those provisions apply for the 
purposes of section 66.7, the property shall be 
deemed not to have been acquired by the corporation 
or partnership before that time and shall be deemed 
to have been acquired by it at that time, except that, 
where the property has been disposed of by it before 
that time and not reacquired by it before that time, 
the property shall be deemed to have been acquired 
by the corporation or partnership immediately before 
it disposed of the property. 

Related Provisions: 66(11.5) — Where .control changed within 
12: months of incorporation; 87(2)(j.6) — Amalgamations — con- 


tinuing corporation; 256(7)-(9) — Whether control acquired. See 
additional Related provisions and Definitions at end of s: 66. 
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History: Para. 66(11.4)(b) amended by 1998; c. 19, subsec. 104(3), 
applicable after April 26, 1995. The para. formerly read: 


(b) within the twelve month period ending immediately 
before that time, the corporation, or a partnership of which it 
was a majority interest partner (within the meaning assigned ~ 
by subsection 97(3.1)) acquired a Canadian resource. property 
or a foreign resource property (other than a property that was 
owned by the corporation, partnership or a person or persons 
related to the corporation throughout the period commencing 
immediately before the twelve month period and ending at 
the time the property was acquired by the corporation or part- 
nership), and 


1.T. Technical News: No. 7 (control by a group — 50/50 
arrangement). 


(11.5) Early change of control — For the pur- 
pose of subsection (11.4),: where the corporation. re- 
ferred to in that subsection was incorporated or oth- 
erwise formed in the 12-month period referred to in 
that subsection, the corporation is deemed to have 
been, throughout the period that began immediately 
before the 12-month period and ended immediately 
after it was incorporated or otherwise formed, . 


(a) in existence; and 


(b) affiliated with every person with whom it was: 
affiliated (otherwise than because.of a right re- 
ferred to in paragraph 251(5)(b)) throughout the 
period that began when. it was incorporated or 
otherwise formed and ended immediately before 
its control was. acquired. 


Related Provisions: 256(7)(9) — Whether control acquired. 
See additional Related provisions and Definitions at end of s. 66. 


History: Subsec. 66(11.5) amended by. 1998, c. 19, subsec. 104(4), 
applicable to acquisitions of control that occur after April 26, 1995. 
The subsec. formerly read: 


(11.5) Change of control within 12 months of incorpora- 
tion — For the purposes of subsection (11.4), where the cor- 
poration referred to in that subsection was incorporated or 
otherwise formed during the twelve month period referred to 
in that subsection, it shall be deemed to have been, through- 
out the period commencing immediately before the twelve 
month period and ending immediately after it was incorpo- 
rated or otherwise. formed, 


(a) in existence; and 


(b) related to the person or persons to whom it was re- 
lated (otherwise than by virtue of a right referred to in 
paragraph 251(5)(b)) throughout the period commencing 
when it was incorporated or otherwise formed and ending 
immediately before control of the corporation was 
acquired. 


Pre-RSC History: Subsecs. 66(11.4), (11.5) added by 1987, c. 46, 
subsec. 18(4), applicable with respect to acquisitions of property oc- 
curring after January 15, 1987 other than acquisitions of property 
occurring before 1988, where the person.acquiring the property was 
obliged on that date to acquire the property pursuant to the terms of 
an agreement in writing entered into on or before that date. 


(12) Computation of exploration and 
development expenses —In computing a tax- 
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payer’s Canadian exploration and development 
expenses, | 


(a) there shall be deducted any amount paid to the 
taxpayer before May 7, 1974 ; 


(i). and after 1971 under the Northern Mineral 
Exploration Assistance Regulations made 
under an appropriation Act that provides for 
payments in respect of the Northern Mineral 
Grants Program, or. 


(ii) pursuant to any agreement entered into be- 
tween the taxpayer and Her Majesty in right 
of Canada under the Northern Mineral Grants 
Program or the Development Program. of the 
Department of Indian Affairs and Northern 
Development, to the extent that ‘the amount 
has been expended by the taxpayer as or on 
account of Canadian exploration and develop- 
ment expenses incurred by the taxpayer; and 


(b) there shall be included any amount, except an 
amount in respect of interest, paid by the tax- 
payer after 1971 and. before. May 7, 1974 under 
the Regulations referred to in subparagraph (a)(i) 
to Her Majesty in right of Canada.. 


Related Provisions: 66(12.1)— Limitations. See additional Re- 
lated provisions and Definitions at end of.s. 66. — 


Pre-RSC History: All that portion of para. 66(12)(a) preceding 
subpara. (ii) and para. 66(12)(b) substituted by 1974-75-76, c. 26, 
subsecs. 35(13), (14), applicable, as-to that portion, in respect of 
amounts receivable by the taxpayer after 1971 and applicable;-as to 
para. 66(12)(b), in respect-of amounts payable by the taxpayer after 
1971. 


_..T. Application Rules: 29. 


(12.1) Limitations of Canadian exploration 
and development expenses — Except as ex- 
pressly otherwise provided in this Act, 


(a) where as a result of a transaction occurring af- 
ter May 6, 1974 an amount has become receiva+ 
ble by a taxpayer at a particular time in a taxation 
year and the, consideration, given by the taxpayer 

_ therefor was property (other than a share or a Ca- 
nadian resource property, or an interest therein or 
a right thereto) or services, the original cost of 
which to the taxpayer may reasonably be re- 
garded as having been primarily Canadian explo- 
ration and development expenses of the taxpayer 
(or would have been so regarded if they had been 
incurred by the taxpayer after 1971 and before 
May 7, 1974) or a Canadian exploration expense, 
there shall at that time be included in the amount 
determined for G in the definition “cumulative 
Canadian exploration expense” in subsection 
66.1(6) in respect of the taxpayer the amount that 
became receivable by the taxpayer at that time; 
and 


(b) where as a result of a transaction occurring 
after May 6, 1974 an amount has become receiv- 
able by a taxpayer at a particular time in a taxa- 
tion year and the consideration given by the tax- 
payer therefor was property (other than a share or 
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a Canadian resource property, or an interest 
therein or a right thereto) or services, the original 
cost of which to the taxpayer may reasonably be 
regarded as having been primarily a Canadian de- 
velopment expense, there shall at that time be in- 
cluded in the amount determined for G in the def- 
inition “cumulative Canadian development 
expense” in subsection 66.2(5) in respect of the 
taxpayer the amount that became receivable by 
the taxpayer at that time. 

Related Provisions: 59(1) — Amounts received as consideration 


for disposition of resource property; 66(15) — Definitions: See ad- 
ditional Related provisions and Definitions at end of s. 66. 


Pre-RSC History: Subsec. 66(12.1) amended by 1985, c. 45, 
subsec. 28(12), to substitute, in each of paras. (a) and (b), “a share 
or a Canadian resource property, or an interest therein” for “a prop- 
erty referred to in paragraph 59(2)(a), (c) or (d) or a share or interest 
therein”, applicable with respect to transactions occurring in taxa- 
tion years commencing after 1984. 


Subsec. 66(12.1) added by 1974-75-76, c. 26, subsec. 35(15), appli- 
cable in respect of transactions occurring after May 6, 1974. 


I.T. Application Rules: 29. 
Interpretation Bulletins: IT-125R4: aA a of ‘resource 
properties. 


Advance Tax Ruling: ATR-59: Financing exploration and devel- 
opment through limited partnerships. 


(12.2) Unitized oil or gas field in Canada — 
Where, pursuant to an agreement between a taxpayer 
and another person to unitize an oil or gas field in 
Canada, an amount has become receivable by the 
taxpayer at a particular time after May 6, 1974 from 
that other person in respect of Canadian exploration 
expense incurred by the taxpayer or Canadian explo- 
ration and development expenses incurred by the 
taxpayer (or expenses that would have been Cana- 
dian exploration and development expenses if they 
had been incurred by the taxpayer after 1971 and 
before May 7, 1974) in respect of that field or any 
part thereof, the following rules apply: 


(a) there shall, at that time, be included by the 
taxpayer in the amount determined for G in the 
definition “cumulative Canadian exploration ex- 
pense” in subsection 66.1(6) the amount that be- 
came receivable by the taxpayer; and 


(b) there shall, at that time, be included by the 
other person in the amount referred to in para- 
graph (c) of the definition “Canadian exploration 
expense” in subsection 66.1(6) the amount that 
became payable by that person. 


Related Provisions: 66(15) — Definitions. See additional Re- 
lated provisions and Definitions at end of s. 66. 


Pre-RSC History: Subsec. 66(12.2) added by 1974-75-76, c. 26, 
subsec. 35(15), applicable in respect of transactions occurring after 
May 6, 1974. 


1.T. Application Rules: 29. 
Interpretation Bulletins: IT-125R4: Dispositions of resource 
properties. 


(12.3) Idem — Where, pursuant to an agreement be- 
tween a taxpayer and another person to unitize an oil 
or gas field in Canada, an amount has. become re- 
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ceivable by the taxpayer at a particular time after 
May 6, 1974 from that other person in respect of Ca- 
nadian development expense incurred by the tax- 
payer in respect of that field or any part thereof, the 
following rules apply: 


(a) there shall, at that time, be included by the 
taxpayer in the amount determined for G in the 
definition “cumulative Canadian development ex- 
pense” in subsection 66.2(5). the amount that be- 
came receivable by the taxpayer; and 


(b) there shall, at that time, be included by the 

other person in the amount referred to in para- 

graph (a) of the definition “Canadian develop- 

ment expense” in subsection 66.2(5) the amount 
_ that became payable by-that person. 


Related. Provisions: See Related provisions and Definitions: at 
end of s. 66. 


Pre-RSC History: Subsec. 66(12 3) added by 1974-75-76, ¢. 26, 
subsec. 35(15), applicable in respect of transactions occurring after 
May 6, 1974... 


1.T. Application Rules: 29. 
Interpretation Bulletins: IT-125R4: Dispositions of resource 


| properties. 


(12.4) Limitation of foreign exploration and 
development expenses — Where, as a result of - 
a transaction occurring after May 6, 1974, an amount 
has become receivable by a taxpayer at a particular 
time in a taxation year and the consideration given 
by the taxpayer therefor was property (other than a 
foreign resource property) or services, the original 
cost of which to the taxpayer may reasonably be re- 
garded as having been primarily foreign exploration 
and development expenses of the taxpayer (or would 
have been so regarded if,.they had been incurred by 
the taxpayer after 1971), the following rules apply: 


(a) in computing the taxpayer’s foreign explora- 
tion and development expenses at that time, there 
shall be deducted the amount receivable by ‘the 
taxpayer; 

(b) where the amount receivable exceeds the total 
of the taxpayer’s foreign exploration. and devel- 
opment expenses incurred before that time to the 
extent that those expenses were not deducted or 
deductible, as the case may be, in computing the 
taxpayer’s income for a previous taxation year, 
there shall be included in the amount referred to 
in paragraph 59(3.2)(a) the amount by which 


(i) the amount receivable 
exceeds 


(11) the total of the taxpayer’s foreign explora- 
tion and development expenses. incurred -by 
the taxpayer before that time to the extent that 
those expenses ‘were not deducted or deducti- 
ble, as the case may be, in computing the tax- 
payer’s income for a previous taxation year; 
and 


(c) where an amount is included: inthe: amount 
referred to in paragraph 59(3.2)(a) by virtue: of 
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paragraph (b), the total of the taxpayer’s foreign 
exploration and development expenses at that 
time shall be deemed to be nil. 

Related Provisions: 59(3.2)(a) — Income inclusion; 95(1) — 


“foreign affiliate”. See additional Related provisions and Defini- 
tions at end of s. 66. 


Pre-RSC History: All that portion of subsec. 66(12.4) preceding 
para. (a) amended by 1985, c. 45, subsec. 28(13), to delete the 
words “or a property that would have been a foreign resource prop- 
erty if it had been acquired after 1971” which had followed “foreign 
resource property”, applicable with respect to transactions occurring 
in taxation years commencing after 1984. 


Subsec. 66(12.4) added by 1974-75-76, c. 26, subsec. 35(15), appli- 
cable in respect of transactions occurring after May 6, 1974. 


1.T. Application Rules: 29. 


(12.5) Unitized oil or gas field in Canada — 
Where, pursuant to an agreement between. a taxpayer 
and. another person to unitize an oil or gas field in 
Canada, an amount has become receivable by the 
taxpayer at a particular time from that other person 
in respect of Canadian oil and gas property expense 
incurred by the taxpayer in respect of that field or 
any part thereof, the following rules apply: 


(a) there shall, at that time, be included by the 
taxpayer in the amount determined for G in the 
definition “cumulative Canadian oil and gas 
property expense” in subsection 66.4(5) the 
amount that became receivable by the taxpayer; 
and 


(b) there shall, at that time, be included by the 
other person in the amount referred to in para- 
graph (a) of the definition “Canadian oi] and gas 
property expense” in subsection 66:4(5) the 
amount that became payable by that person. 


Related Provisions: See Related provisions and Definitions: at 
end of s. 66. 


Pre-RSC History: Subsec, 66(12.5) added by 1980-81-82-83, c. 
48, subsec. 33(11), applicable to taxation years ending after Decem- 
ber'Tl, too 


I.T. Application Rules: 29. 


Interpretation Bulletins: IT-125R4: Dispositions of resource 
properties. 


(12.6) Canadian exploration expenses to 
flow-through shareholder — Where a person 
gave consideration under an agreement to a corpora- 
tion for the issue of a flow-through share of the cor- 
poration and, in the period that begins on the day the 
agreement was made and ends 24 months after the 
end of the month that includes that day, the corpora- 
tion incurred Canadian exploration expenses, the 
corporation may, after it complies with subsection 
(12.68) in respect of the share and before March of 
the first calendar year. that begins after the period, 
renounce, effective on the day on which the renunci- 
ation is made or on an earlier day set out in the form 
prescribed for the purposes.of subsection (12.7), to 
the person in respect of the share the amount, if any, 
by. which the part of those expenses, that was in- 
curred on or before the effective date of the renunci- 


S. 66(12.6) 


ation (which part-is.in this subsection referred to as 
the “specified expenses’) exceeds the total of 


(a) the assistance that the corporation has. re- 
ceived, is entitled to receive or can reasonably be 
expected to receive at any time, and that can rea- 
sonably be related to the specified expenses or to 
Canadian exploration activities to which the spec- 
ified expenses relate (other than assistance that 
can reasonably be related to expenses referred to 
in paragraph (b) or (b.1)), 


(b) all specified expenses that are prescribed Ca- 
nadian exploration and development pvennend 
expenses of the corporation, : 


(b.1) all specified expenses each of which is a 
cost of, or for the use..of, seismic data 


(i) that had been acquired (otherwise than as a 
consequence of performing work that resulted 
in the..creation of the data).by. any other per- 
son before the cost.was incurred, 


(ii) in respect of which a right to use had been 
. acquired by any other person before the cost 
was, incurred, or 


(iii) all or substantially all of anden resulted 
from work performed more than one year 
_ before the.cost was incurred, and 


(c) the total of amounts that are renounced « on or 
before the date on which the renunciation is made 
by any other renunciation under this subsection in 
respect of those expenses, 

but not in any case 


(d) exceeding the amount, 1f:any, by which the 
consideration for the share exceeds the total of 
other amounts renounced under this subsection or 
subsection (12.601) or (12.62) [or (12.64) before 
1999 —ed.] in respect of the share on or before 
the day on which’ the renunciation is made, or 


(e) exceeding the amount, if any, by which the 
cumulative Canadian exploration expense of the 
corporation on the effective date of the renuncia- 
tion computed before taking into account. any 
amounts renounced under. this subsection, on the 
date on which the renunciation is made, exceeds 
the total of all amounts renounced under this: sub- 
section in respect of any other share. 


(1) on the date on which the renunciation 1s 
made, and 


(ii) effective on or before the effective date of 
the renunciation. 


Related Provisions: 66(12.601), (12.602) — Flow-through, share 
rules for first $2 million of Canadian.development expenses ; 
66(12,61) — Effect of renunciation of Canadian ,exploration ex- 
pense; 66(12.62)(d) — Canadian development expenses to. flow- 
through shareholder; 66(12.64)(c) — Canadian oil and gas property 
expenses to flow-through shareholder; 66(12.66) — Expense in the 
first. 60 days of the year; 66(12.67) — Restriction on, renunciation; 
66(12.68) — Filing selling.instruments; 66(12.69) — Filing re. part- 
ners;. 66(12.7) — Filing; 66(12.71) — Restriction on renunciation; 
66(12.72)— Application of sections. 231 to 231.2; 66(12.73) — 
Adjustment, in renunciation;. 66(12,741) — Late renunciation; 
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66(16) — Partnership deemed to be a person; 66(19) — Renuncia- 
tion by member of partnership, etc.; 66.3(3) — Cost of flow- 
through shares; 66.3(4)(a)(ii)(B) — Paid-up capital; 87(4.4) — 
Amalgamations — flow-through shares; 110.6(1)“investment ex- 
pense’”(d) — effect of renunciation on capital gains exemption; 
163(2.2) — False statement or omissions — penalty; 211.91 — Tax 
on issuer using one-year look-back rule; 248(1)“specified future tax 
consequence”(b) — Reduction under 66(12.73) is a specified. future 
tax consequence; 248(16) — GST — input tax credit and rebate; 
248(18) — GST — repayment of input tax credit. See additional 
Related provisions and Definitions at end of s. 66. 


History: The portion of subsec. 66(12.6) before para. (c) amended, 
para. (b.1) added and para. (d) amended by 1997, c. 25, subsecs. 
13(2)-(4); the portion before para. (c) applicable to expenses in- 
curred after February 1996, para. (b.1) applicable to costs incurred 
after March 5, 1996, other than costs incurred under an agreement 
in writing made before March 6, 1996, and para. (d) applicable to 
renunciations made after 1998. The amended portions formerly 
read: 


(12.6) Where a person gave consideration under an agreement 
to a corporation for the issue of a flow-through share of the 
corporation and, during the period beginning on the day the 
agreement was entered into and ending 24 months after the 
end of the month that included that day, the corporation in- 
curred Canadian exploration expenses, the corporation may, 
after it complies with subsection (12.68) in respect of the 
share and before March of the first calendar year beginning 
after that period, renounce, effective on the date on which the 
renunciation is made or on an earlier date set out in the form 
prescribed for the purposes of subsection (12.7), to the person 
in respect of the share the amount, if any, by which those ex- 
penses incurred. by it during that period and on or before the 
effective date of the renunciation exceed the total of 


(a) the assistance that it has received, is entitled to re- 
ceive, or may reasonably be expected to receive at any 
time, and that may reasonably be related to those ex- 
penses or to Canadian exploration activities to which 
those expenses relate (other than assistance that may rea- 
sonably be: attributable to expenses referred to in para- 


graph (b)), 


(b) any of those expenses that are prescribed Canadian 
exploration and development overhead expenses of the 
corporation, and 


(d) exceeding the amount, if any, by which the consideration 
for the share exceeds the total of other amounts renounced 
under this subsection or subsection (12.601), (12.62) or 
(12.64) in respect of the share on or before the date on which 
the renunciation is. made, or 


The opening words of subsec. 66(12.6) amended by: 1994, c. 8, sub- 
sec. 5(3), applicable to expenses incurred after February 1986. They 
formerly read: 


(12.6) Where a‘person gave consideration under an agreement 
to a corporation for the issue of a flow-through share of the 
corporation and, during the period beginning on the day the 
agreement was entered into and ending 24 months after the 
end of the month that included that day, the corporation in- 
curred Canadian exploration expenses, the corporation may, 


after it complies with subsection (12.68) in respect of the | 


share and before March of the first calendar year beginning 
after that period, renounce, effective on the date on which the 
renunciation is made or on an earlier date set out in the form 
prescribed for the purposes of subsection (12.7), to the person 
in respect of the share the amount, if any, by which those ex- 
penses incurred by it during that period and on or before the 
effective date of the renunciation exceed the total of 


Income Tax Act, Part I, Div. B 


Para. 66(12.6)(d) amended by 1994, c. 8, subsec. 5(4), applicable to 
expenses incurred after December 2, 1992, Para. (d) formerly read: 


(d) exceeding the amount, if any, by which the consideration 
for the share exceeds the total of other amounts renounced in 
respect of the share under this subsection or subsection 
(12.62) or (12.64) on or before the date on which the renunci- 
ation is made, or 


Pre-RSC History: Subsec. 66(12.6) added by 1986, c. 55, subsec. 
11(4), applicable with respect to expenses incurred: after February 
1986. 


Regulations: 228 (information return); 1206(1), (4.1), (4.2) (pre- 
scribed Canadian exploration and development overhead expenses, 
for 66(12.6)(b)). 


Forms: T101: Summary of renunciation, reduction of amount pre- 
viously renounced, allocation of assistance and calculation of Part 
XII.6 tax; T101 Supp: Renounced resource expenses/assistance 
statement;.T102 Summ: Summary of renounced resource, expenses 
and assistance attributable to members of a partnership; T102 Supp: 
Statement of renounced resource expense, reduction of amount pre- 
viously renounced and assistance allocation to member of 
partnership. 


(12.601) Flow-through share rules for first $2 
million of Canadian development ex- 
penses — Where 


(a) a person gave consideration under an agree- 
ment to a corporation for the issue of a flow- 
through share of the corporation, 


(a.1) the. corporation’s taxable capital amount at 
the time the consideration was given was not 
more than $15,000,000, and 


(b) during the period beginning on the later of 
December 3, 1992 and the particular day, the 
agreement was entered into and ending on. the 
day that is 24 months after the end of the month 
that included that particular day, the corporation 
incurred Canadian development expenses de- 
scribed in paragraph (a) or (b) of the definition 
“Canadian development expense” in subsection 
66.2(5) or that would be described in paragraph 
(f) of that definition if the words “paragraphs (a) 
to (e)” in that paragraph were read as “paragraphs 
(a) and (b)”, Epi 


the corporation may, after it complies with subsec- 
tion (12.68) in respect of the share and before March 
of the first calendar year that begins after that period, 
renounce, effective on the day on which the renunci- 
ation is. made or on an earlier day set out in the form 
prescribed for the purposes of subsection (12.7), to 
the person in respect of the share the amount, if any, 
by which the part of those: expenses that) was in- 
curred on or before the effective date of the renunci- 
ation (which part is in this subsection referred to as 
the “specified expenses’’) exceeds the total of 


(c) the assistance that the corporation has re- 
ceived, is entitled to receive, or can reasonably be 
expected to receive at any time, and that can rea- 
‘sonably be related to the specified expenses or 
Canadian development activities to which the 
specified expenses relate (other than assistance 
that can reasonably be related to expenses re- 
ferred to in paragraph (d)), 
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(d) all specified expenses that are prescribed Ca- 
nadian exploration and development overhead 
expenses of the corporation, and: 


(e) all amounts that are renounced on or before 
the day on which the renunciation is made by any 
other renunciation under this subsection or sub- 
section (12.62) in respect of those expenses. 


Related Provisions: 66(12.6011) — Meaning of “taxable capital 
amount” for 66(12.601)(a.1);  66(12.602) — Restriction; 
66(12.62)(c),; (d) —- Canadian development expenses to flow- 
through shareholder; 66(12.64)(c) — Canadian oil and gas property 
expenses to flow-through shareholder; 66(12.66) — Expenses’ in 
first 60 days of following year; 66(12.67) — Restrictions on renun- 
ciation; 66(12.69)— Filing re partners; 66(12.7) — Filing; 
66(12.71) — Restriction on renunciation; 66(12.72) — Application 
‘of sections 231 to 231.3; 66(12.73) — Adjustment in renunciation; 


66(12.741)— Late renunciation; 66(16) — Partnership deemed to 


be a person; 66(19) — Renunciation by member of partnership, etc.; 
66.1(6)“restricted expense”(c) — inclusion of renounced expenses; 
66.3(4)(a)(ii)(B) — Paid-up capital; 87(4.4) — Amalgamations; 
110.6(1)“investment expense”(d) — Effect of renunciation on capi- 
tal gains exemption; 163(2.2) — False statements or omissions — 
penalty; 211.91 — Tax on issuer using one-year look-back rule; 
248(1)“specified future tax consequence”(b) — Reduction under 
66(12.73) is a specified future tax consequence. 


History: The portion of subsec. 66(12.601) before para. (b) 
amended by 1997, c. 25, subsec. 13(5), applicable to renunciations 


made after March 5, 1996, other than a renunciation made before 


1999 in respect of consideration given 
(a) before March 6, 1996; or 


(b) under an agreement in writing made before March 6, 1996 
or under the terms of a prospectus, preliminary prospectus, re- 
gistration statement, offering memorandum or notice’ filed 


before March 6, 1996 with a public authority in Canada in ac- 


cordance with securities legislation of a province. 
That portion formerly read: 
(12.601) Where 


(a) a person gave consideration under an agreement to a 
corporation for the issue of a flow-through share of) the 
corporation, and 


The portion of subsec. 66(12.601) between paras. (b) and (e) 
amended by 1997, c. 25, subsec. 13(6), applicable to expenses in- 
curred after December 2, 1992. That portion formerly read: 


the corporation may, after it complies with subsection (12.68) 
in respect of the share and before March of the first calendar 
year beginning after that period, renounce, effective on the 
day on which the renunciation is made or on an earlier day set 
out in the form prescribed for the purposes of subsection 
(12.7), to the person in respect of the share the amount, if 
any, by which those. expenses incurred by it during that pe- 
riod and on or before the effective date of the renunciation 
exceed the total of 


(c) the assistance that it has received, is entitled to re- 
ceive, or can reasonably be expected to receive at any 
time, and that can reasonably be related to those expenses 
or Canadian development activities to..which those ex- 
penses relate (other than assistance that can reasonably 
be attributable to expenses referred to in paragraph (b)), 


(d) any of those expenses that are prescribed Canadian 
exploration and development overhead expenses of the 
corporation, and 
Subsec. 66(12.601) added by 1994, c. 8, subsec. 5(5), applicable to 
expenses incurred after December 2, 1992. 


Regulations: 1206(1), (4:1), (4.2) (prescribed Canadian explora- 
tion and development overhead expenses, for 66(12.601)(d)). 
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Forms: T101: Summary of renunciation, reduction of amount pre- 
viously renounced, allocation, of assistance and calculation of Part 
XII.6 tax; T101. Supp: Renounced resource expenses/assistance 
statement; T102 Summ: Summary of renounced resource expenses 
and assistance attributable to members of a partnership; T102 Supp: 
Statement of renounced resource expense, reduction of amount pre- 
viously renounced and assistance allocation to member. of 
partnership. . 


(12.6011) Taxable capital amount — For. the 


purpose of subsection (12.601), a particular corpora- 
tion’s taxable capital amount at any time is the total 
of , 


(a) its taxable capital employed in Canada for its 
last taxation year that ended more than 30 days 
before that time, and 


(b) the total of all amounts each of which is the 
taxable capital employed in Canada of another 
corporation associated at that time with the par- 
ticular corporation for the other corporation’s last 
taxation year that ended more-than 30 days before 
that time. 
Related Provisions: 66(12.6012) — Meaning of taxable capital 


employed | in Canada; 66(12.6013) — Effect. of See oe or 
merger; 256 — Associated. corporations. 


History: Subsec. 66(12.6011) added by 1997, c. 25, subsec. 13(7), 
applicable after March 5, 1996, except that the amount determined 


-under subsec. (12.6011) in respect of a renunciation by a corpora- 
_ tion shall be determined as if each other corporation associated with 


the corporation were not so associated where the renunciation was 
made before 1999 in respect of consideration given 


(a) before December 6, 1996; or 


(b) under an agreement in writing made before December 6, 
1996 or under the terms of a prospectus, preliminary prospec- 
tus, registration statement, offering memorandum or notice filed 
before December 7, 1996 with a public authority in Canada in 
accordance with securities legislation of a province: 


(12.6012) Taxable capital employed in Can- 
ada — For the purpose of determining a corpora- 
tion’s taxable capital amount at a particular time 
under subsection (12.6011) and for the purpose of 
subsection (12.6013), a particular corporation’s taxa- 
ble capital employed in Canada for a taxation year is 
the: amount that’ would be its taxable capital em- 
ployed in Canada for the year, determined in accor- 
dance with subsection 181.2(1) and without refer- 
ence to the portion of its investment allowance (as 
determined under subsection 181.2(4)) that is attrib- 
utable to shares of the capital stock of, dividends 
payable by, or indebtedness of, another corporation 
that 


(a) was not associated with the particular corpo- 
ration at the particular time; and 


(b) was associated with the particular corporation 
at the end of the particular corporation’s last taxa- 
tion year that ended more than 30 days before 
that time. 


Related Provisions: 256 — Associated corporations. 


History: Subsec. 66(12.6012) added by 1997, c. 25, subsec. 13(7), 
applicable after March 5, 1996. 
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(12.6013) Amalgamations and mergers — For 
the purpose of determining the taxable capital 
amount at a particular time under subsection 
(12.6011) of any corporation and for the purpose of 
this. subsection, a particular corporation that was cre- 
ated as a consequence of an amalgamation or merger 
of other corporations (each of which is in this. sub- 
section referred to as a “predecessor corporation”), 
and that does not have a taxation year that ended 
more than 30 days before the particular time, is 
deemed to have taxable capital employed in Canada 
for a taxation year that ended more than 30 days 
before the particular time equal to the total of all 
amounts each of which is the taxable capital: em- 
ployed in Canada of a predecessor corporation for its 
last taxation year that ended more than 30 days 
before the particular time. 


History: Subsec. 66(12.6013) added by 1997. Cc. 25, subsec. 13(7), 
applicable after March 5, 1996. 


(12.602) Idem — A corporation shall be deemed not 
to have renounced any particular amount under sub- 
section (12.601) in respect.of a share where 


(a) the particular amount exceeds the amount, if 
any, by which the consideration for the share ex- 
ceeds the total of other amounts renounced in. re- 
spect of the share under subsection. (12.6), 
(12.601) or (12.62): [or (12.64) before: 1999.— 
éd.] on or before the day on which the renuncia- 
tion is made; . 


(b) the particular amount exceeds the amount, if 
any, by which 


(i) the cumulative Canadian development ex- 
pense of the corporation on_the effective date 
of the renunciation, computed before taking 
into. account. any..amounts. renounced. under 
subsection (12. 601) on the day on which the 
renunciation is s made, 


exceeds 


(ii) the. total of all amounts renounced under 
subsection (12.601) by the corporation in. re- 
spect. of any other share: ' 


(A) on the day on which the renunciation 
is made, and 


(B) effective on or before the effective 
date of the renunciation; or 


(c) the particular amount relates to Canadian de- 
velopment expenses incurred by the corporation 
in a calendar year and the total amounts re- 
nounced, on or before the day on which the re- 
nunciation is made, under subsection (12.601) in 
respect of 


(1) Canadian development expenses incurred 
by the corporation in that calendar year, or 


(ii) Canadian development expenses incurred 


in that calendar year by another corporation | 


associated with the corporation at the time the 
other corporation incurred such expenses 


exceeds $1,000,000. 


Income Tax: Act, Part I, Div. B 


Related Provisions: 66(12.66)— Expenses in first 60 days of 


following year. 


History: Para. 66(12.602)(a) amended by 1997, c. 25, -subsec. 
13(8), applicable to renunciations made after 1998. Para. (a) for- 
merly read: 
(a) the particular amount excéeds the amount, if any, by 
which’ the consideration for the share exceeds the total of 
other amounts renounced in respect of the share under sub- 
section (12.6), (12.601), (12.62) or (12.64).0n or before. the 
day on which the renunciation is made; 


The closing words of para. 66(12.602)(c) amended by 1997, c: 25, 
subsec. 13(9), applicable to renunciations made after March 5, 
1996, other than a renunciation made before 1999 in respect of con- 
sideration given 


(a) before March 6, 1996; or 


(b) under an. agreement in writing made before March 6, 1996 
or under, the terms of a prospectus, preliminary prospectus, re- 
gistration statement, offering memorandum or notice filed 
before March 6, 1996 with a public authority in Canada in ac- 
cordance with securities legislation of a province. 


The closing words formerly read: 

exceeds $2,000,000. . 
Subsec. 66(12.602) added by 1994, c. 8, subsec. 5(5), applicable to 
expenses incurred after December 2, 1992. 


(12.61) Effect of renunciation — Subject to sub- 
sections (12.69) to (12.702), where under subsection 


(12.6) or (12.601) a corporation renounces. an © 


amount to a person, 


(a) the Canadian exploration expenses or Cana- 
dian development expenses to which the amount 
relates shall. be deemed to be Canadian explora- 
tion expenses incurred in that amount by the per- 
son on the effective date of the renunciation; and 


(b) the Canadian exploration expenses or Cana- 
dian development expenses to which the amount 
relates shall, except for the purposes of that re- 
nunciation, be deemed on and after the effective 
date of the renunciation never to have been Cana- 
dian exploration expenses or Canadian develop- 
ment expenses incurred by the corporation. 
Related Provisions: 66(16) — Partnership deemed to be a per- 
son; 66(17) — Non-arm’s length partnerships. See additional Re- 
lated provisions and Definitions at end of s. 66.- 
History: The opening words of subsec. 66(12.61) amended by 
1997, c. 25, subsec. 13(10), applicable to renunciations made after 
1998. The opening words formerly read: 
(12.61) Subject to subsections. (12.69) to (12.701), where 
under subsection (12.6) or (12.601) a corporation renounces 
an amount to a person, 
Subsec. 66(12.61) amended by 1994, c. 8; subsec. 5(5), i aecias 
to expenses: incurred after December 2, 1992. Subsec. (12.61) for- 
merly: read: 
(12.61) Effect of renunciation — Subject to subsections 
(12.69) to (12.701), where under subsection (12.6) a corpora- 
tion renounces an amount to a person, 
(a) the Canadian exploration expenses to which the 
amount relates shall be deemed to be Canadian explora- 
tion expenses incurred in that amount by the person on 
_ the effective date of the renunciation; and 


(b) the Canadian exploration expenses to which the 
amount relates shall, except for the purpose of that renun- 
ciation, be deemed on-and after the effective date of the 
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renunciation never to have been Canadian exploration ex- 
penses incurred by the corporation. 


That portion of subsec. 66(12.61) preceding para. (a) amended by 
1994, c. 7, Sch. If (1991, c.-49), subsec. 38(3), applicable after July 
13, 1990. That portion formerly read: 


(12.61) Where. a person: renounces,.an amount to a person 
under subsection (12.6), 


Pre-RSC History: Subsec, 66(12.61) added by 1986, c, 55, sub- 
sec. 11(4), applicable with respect to expenses incurred after Febru- 
ary 1986. 


(12.62) Canadian development expenses to 


flow-through shareholder — Where a person 
gave consideration under an agreement to a corpora- 
tion for the issue of a flow-through share of the cor- 
poration and, in the period that begins on the day the 
agreement was made and ends 24 months after the 
end of the month that includes that day, the corpora- 
tion. incurred Canadian development expenses, the 
corporation may, after it complies with subsection 
(12.68) in respect of the share and before March of 
the first calendar year that begins after the period, 
renounce, effective on the day on which the renunci- 
ation is made or on an earlier day set out in the form 
prescribed for the purposes of subsection (12.7), to 


the person in respect of the share the amount, if any, 


by which the part of those expenses that was in- 
curred on or before the effective date of the renunci- 
ation (which part 1s\in this. subsection, referred to.as 
the “specified expenses”) exceeds the total of 


(a) the assistance that the corporation has rfe- 
ceived, is entitled to receive, or can reasonably be 
expected to receive at any time, and that can rea- 
sonably be related to the specified expenses ‘or to 
Canadian development activities’ to which the 
specified expenses relate (other than assistance 
that can reasonably be related to expenses _re- 
ferred to in paragraph (b) or. (b.1)), 


(b) all specified expenses that are prescribed Ca- 
nadian exploration and development overhead 
expenses of the corporation, 


(b.1) all specified expenses that are described in 
paragraph (e) of the definition “Canadian devel- 
opment expense” in subsection 66:2(5) or that are 
described in paragraph (f) of that definition be- 
cause of the reference in the latter paragraph to 
paragraph (e), and 

(c) the total of amounts that are renounced on or 
before the day on which the renunciation is made 
by any other renunciation under this subsection 
or subsection. (12.601) in respect of. those 
expenses, 


but not in any case 


(d) exceeding the amount, if any, by which the 


consideration for the share exceeds the total of 
other amounts renounced in respect of the share 
under this subsection or subsection (12.6) or 
(12.601) [or (12.64) before 1999 — ed.] on or 
before the day on which the renunciation is made, 
or 


S. 66(12.62) 


(e) exceeding the amount, if any, by which the 
cumulative Canadian development expense of the 
corporation on the effective date of the renuncia- 
tion computed before taking into account any 
amounts renounced under this subsection on the 
date on which the renunciation is made, exceeds 
the total of all amounts renounced under this’ sub- 
section in respect of any other share 


(i) on the date on which the renunciation. is 
made,. and 


(11) effective on or before the effective date of 
the renunciation. 


Related Provisions: 66(12.601), (12.602) — Flow-through share 
rules for first $2 million of Canadian development expenses ; 
66(12.63) — Effect of renunciation of Canadian development ex- 
pense; 66(12.64)(c) — Canadian oil and gas property expenses to 
flow-through shareholder; 66(12.67) — Restriction on renunciation; 
66(12.68) — Filing selling instruments; 66(12.69) — Filing re part- 
ners; 66(12.7) — Filing; 66(12.71) — Restriction on renunciation; 
66(12.72) — Application of sections 231 to 231.3; 66(12.73) 
Adjustment in renunciation; 66(12.741) — Late renunciation; 
66(16) — Partnership deemed to be a person; 66(19) — Renuncia- 
tion by member of partnership, etc. ; 66.1(6)“restricted ex- 
pense”(c) — Inclusion of amount renounced; 66.2(5) — Defini- 
tions; 66.3(3) — Cost of flow-through shares; 66.3(4)(a)(Gi)(B) — 
Paid-up capital; 87(4.4) — Flow-through shares; 110.6(1)“invest- 
ment expense’’(d) — effect.of renunciation on.capital: gains exemp- 
tion;  163(2:2) — False statement’ or omissions — penalty; 
248(16) — GST input tax credit and rebate deemed to be assistance; 
248(18)— GST — repayment of input tax credit. See additional 
Related provisions and Definitions at end of s. 66.. 


History: The portion of subsec. 66(12:62) before para. (c) amended 
by 1997, c. 25, subsec. 13(11), applicable to expenses incurred after 
February 1996. This portion formerly read: 


(12.62) Where a person gave consideration under an agree- 
ment to a corporation for the issue of a flow-through share of 
the corporation and, during the period beginning on the day 
the agreement was entered into and ending 24 months after 
the end of the month that included that day, the corporation 
incurred Canadian development expenses, the corporation 

“may, after it complies with subsection (12.68) in respect of 
the share and before March of the first calendar year begin- 
ning, after that period, renounce, effective on the. date .on 
which the renunciation is made or on an earlier date set out in 
the form prescribed for the purposes of subsection (12.7), to 
the person in respect of the share the amount, if any, by 
which those expenses incurred by it during that period and on 
or before the effective date of the renunciation exceed the to- 
tal of 


(a) the assistance that it has received, is, entitled to re- 
ceive, or may reasonably be expected to receive at any 
time, and that may reasonably be related. to those. ex- 
penses or to Canadian development activities to which 
those expenses relate (other than assistance that may rea- 
sonably be-attributable to expenses referred to in para- 
graph. (b)), 

(b) any of those: expenses’ that are prescribed Canadian 
exploration and development overhead expenses of the 
corporation, and 


Para. 66(12.62)(b.1) added by 1997, c. 25, subsec. 13(12), applica- 
ble to renunciations made after March 5, 1996, other than a renunci- 
ation made before 1999 in respect of consideration given 


(a) before March 6, 1996; or 


(b) under an agreement in writing made before March 6, 1996 
or under the terms of a prospectus, preliminary prospectus, re- 
gistration statement, offering memorandum or notice filed 
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before March 6,-1996 with a public authority in Canada in ac- 
. cordance with securities legislation of a province. 


Para. 66(12.62)(d) amended by 1997, c. 25, subsec. 13(13), applica- 
ble to renunciations: made after 1998; Para. (d) formerly read: 


(d) exceeding the amount, if any, by which the consideration 
for the share exceeds the total of other amounts renounced in 
respect of the share under this subsection or subsection 
(12.6), (12.601) or (12.64) on or before the date on which the 
renunciation is made, or 


The opening words of subsec. 66(12.62) amended by 1994, c. 8, 
subsec. 5(6), applicable to expenses incurred after February 1986. 
They formerly read: 


(12.62) Where a person has given rine under an 
agreement to a corporation for the issue of a flow-through 
share of the corporation and, during the period commencing 
on the day the agreement was entered into and ending 24 
months after the end of the month that included that day, the 
corporation has incurred Canadian development expenses, the 
corporation may, after it has complied with subsection 
(12.68) in respect of the share and within that. period or 
within 30 days thereafter, renounce, effective on the date on 
which the renunciation is made or on such earlier date as may 
be set out in the form prescribed for the purposes of subsec- 
tion (12.7), to the person in respect of the share the amount, if 
any, by which those expenses incurred by it during that pe- 
riod and on or before the effective date of the renunciation 
exceed the total of 


That portion of subsec. 66(12.62) between paras. (b) and (e) 
amended by 1994, c. 8, subsec: 5(7), applicable to expenses: in- 
curred after December 2, 1992. That portion formerly read: 

(c) the total of amounts that are renounced on or before the 


date on which the renunciation is made by any other renunci- 
ation under this subsection in respect of those expenses, 


but not in any case 


(d) exceeding the amount, if any, by which the consideration 
~ for the share exceeds the total of other amounts renounced in 
respect of the share under this subsection or subsection (12.6) 
or (12.64) on or before the date on which the renunciation is 
made, or 
Pre-RSC History: Subsec. 66(12.62) added by 1986, c. 55, sub- 
sec. 11(4), applicable with respect to expenses incurred after Febru- 
ary 1986. 
Regulations: 228 (information return); 1206(1), (4.1), (4.2) (pre- 
scribed Canadian exploration and development overhead expenses, 
for 66(12.62)(b)). 


Forms: T101: Summary of renunciation, reduction of amount pre- 
viously renounced, allocation of assistance and calculation of Part 
XII.6 tax; T101 Supp: Renounced resource expenses/assistance 
statement; T102 Summ: Summary of renounced resource expenses 
and assistance attributable to members of a partnership; T102 Supp: 
Statement of renounced resource expense, reduction of amount pre- 
viously renounced and assistance allocation to member of 
partnership. 


(12.63) Effect of renunciation — Subject to sub- 
sections (12.691) to (12.702), where under subsec- 
tion (12.62) a corporation renounces an amount to a 
person, 


(a) the Canadian development expenses to which 
the amount relates shall be deemed to be Cana- 
dian development expenses incurred in that 
amount by the person on the effective date of the 
renunciation; and 


(b) the Canadian development expenses to which 
the amount relates shall, except for the purposes 
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of that renunciation, be deemed on and after the 
effective date of the renunciation never to have 
been Canadian development expenses incurred 
by the corporation. 


Related Provisions: 66(16) — Partnership Bedmacdl to be a per- 
son; 66.2(5) — Definitions. See additional Related provisions and 
Definitions at end of s. 66. 


History: That portion of subsec. 66(12.63) preceding ‘para. (a) 
amended by 1997, c. 25, subsec. 13(14), applicable to renunciations 
made after 1998. That portion formerly read: 


(12.63) Subject to subsections (12.69). to. (12:701), where’ 
under subsection (12.62) a eorborioh renounces an amount 
to a person, 


That portion of subsec. 66(12.63) Weer ding para. (a) amehied by 
1994,.c. 7, Sch. IL (1991; c: 49), subsec. 38(4); sensi after va 
13, 1990. That portion formerly read: 


(12.63) Where a corporation renounces an amount to a person 
under subsection (12.62), 


Pre-RSC History: Subsec. 66(12.63) added by 1986, c. 55, sub- 
sec. 11(4), applicable with respect to wesc incurred after Febru- 
ary 1986. 


(12.64) [Repealed] 


Related Provisions: 66(12. 602) — a cninthrowah share rules for 
first $2 million of Canadian. development expense; 66(12.62)(d) — 
Canadian development, expenses to flow-through shareholder; 
66(12.65) — Effect of renunciation of Canadian oil and gas prop- ~ 
erty expenses; 66(12.67)— Restriction on renunciation; 
66(12.68) — Filing selling instruments; 66 (12.69) — Filing re part- 
ners; 66(12.7) — Filing; 66(12.71) — Restriction on renunciation; 
66(12.72) — Application of sections 231 to 231.3; 66(12.73) — 
Adjustment in renunciation; 66(12.741) — Late renunciation; 
66(16) — Partnership deemed to be a person; 66(19) — Renuncia- 
tion by. member of partnership, etc.; 66.3(3) —Cost of flow- 
through shares; 66.3(4)(a)(Gi)(B) — Paid-up: capital; 87(4.4) — 
Flow-through shares; 110.6(1)“investment.expense’’(d) — effect of 
renunciation on capital gains exemption; 163(2.2) — False state- 
ment or omissions — penalty; 248(16) — GST input tax credit and 
rebate deemed to be assistance; 248(18) —-GST — repayment of 
input tax credit. See additional Related provisions and cuter at 
end of s. 66. 


History: Subsec. 66(12.64) repealed by 1997, c. 25; subsec. 13(15), 
applicable to renunciations made after March 5, 1996, other than a 
renunciation made before 1999 in respect of consideration given 


(a) before. March 6, 1996; or 


(b) under an agreement in writing rade before March es 1996 
or under the terms of a prospectus, preliminary prospectus, re- 
gistration statement, offering memorandum or notice filed 
before March 6, 1996 with a public authority in Canada in ac- 
cordance with securities legislation of a province. 


Subsec. (12.64) formerly read: 


(12.64) Canadian oil and gas property expenses to flow- 
through shareholder — Where a person gave consideration 
under an agreement to a corporation for the issue of a flow- 
through share of the corporation and, during the period begin- 
ning on the day the agreement was entered into and ending 24 
months after the end of the month that included that day, the 
corporation incurred Canadian oil and gas property expenses, 
the. corporation may, after it complies with subsection (12.68) 
in respect of the. share and before March of the. first calendar 
year beginning after that period, renounce, effective on the 
date. on which the renunciation is made or on an earlier date 
set out in the form prescribed for the purposes of subsection 
(12.7), to the person in respect of the share the amount, if 
any, by which those expenses incurred by it during that pe- 
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riod and on or before the effective date of the renunciation 
exceed the total of 


(a) the assistance that it has received, is entitled to re- 
ceive, or may reasonably be expected to receive at any 
time, and that may reasonably be related to those ex- 
penses, and 


(b) the total of amounts that are renounced on or before 
the date on which the renunciation is made by any other 
renunciation under this subsection in respect of those 
expenses, 


but not in any case 


(c) exceeding the amount, if any, by which the considera- 
tion for the share exceeds the total of other amounts re- 
nounced in respect of the share under this subsection or 
subsection (12.6), (12.601) or (12.62) on or before the 
date on which the renunciation is made, or 


(d) exceeding the amount, if any, by which the cumula- 
tive Canadian oil and gas property expense of the corpo- 
ration on the effective date of the renunciation computed 
before taking into account any amounts renounced under 

~ this subsection on the date on which the renunciation is 
made, exceeds the total of all amounts renounced under 
this subsection in respect of any other share 


(i) on the date on which the renunciation is made, 
and 


(ii) effective on or before the effective date of the 
renunciation. 


The opening words of subsec. 66(12.64) amended by 1994, c. 8, 
subsec. 5(8), applicable to expenses incurred after February 1986. 
They formerly read: ‘ 


(12.64) Where a person has given consideration under an 
agreement to a corporation for the issue of a flow-through 
share of the corporation and, during the period commencing 
on the day the agreement was entered into and ending 24 
months after the end of the month that included that day, the 
corporation has incurred Canadian oil and gas property ex- 
penses, the corporation may, after it has complied with’ sub- 
‘section (12.68) in respect of the share and within that period 
or within. 30 days thereafter, renounce, effective on the date 
on which the renunciation is made or on such earlier date as 
may be set out in the form prescribed for the purposes of sub- 
section (12.7), to the person in respect of the share the 

amount, if any, by which those expenses incurred by it during 
that period and on or before the effective date of the renuncia- 
tion exceed the total of 


Para. 66(12.64)(c) amended by 1994, c. 8, subsec. 5(9), applicable 
to expenses, incurred after December 2, 1992. Para. (c) formerly 
read: 


(c) exceeding the amount, if any, by which the consideration 
for the share exceeds the total of other amounts renounced in 
respect of the share under this subsection or subsection (12.6) 
or (12.62) on or before the date on which the renunciation is 
made, or 


Pre-RSC History: Subsec. 66(12.64) added by 1986, c. 55, sub- 
sec. 11(4), applicable with respect to expenses incurred after Febru- 
ary 1986. 


Regulations: 228 (information return). 


Forms: T101: Summary of renunciation of Canadian exploration 
expense, Canadian development expense and Canadian oil and gas 
property expense and allocation of assistance; T101 Supp: Re- 
nounced resource expenses/assistance statement; T102 Summ: 
Summary of renounced resource expenses and assistance attributa- 
ble to members of a partnership; T102 Supp: Statement of re- 
nounced resource expense, reduction of amount previously re- 
nounced and assistance allocation to member of partnership. 


(12.65) [Repealed] 


S. 66(12.66)(e) 


Related Provisions: 66(16) — Partnership deemed to be a per- 
son. See additional Related provisions and Definitions at end of s. 
66. 


History: Subsec. 66(12,65) repealed by 1997, c. 25, subsec. 13(15), 
applicable on the same basis as the repeal of 66(12.64). Subsec. 
(12.65) formerly read: 


(12.65) Effect of renunciation — Subject to subsections — 
(12.69) to (12.701), where under subsection (12.64) a eve 
,» ‘ration renounces an amount to a person, 


(a) the Canadian oil and gas property expenses to which 

the amount relates shall be deemed to be Canadian oil 

and gas property expenses incurred in that amount by the 
“person on the effective date of the renunciation; and 


(b) the Canadian oil and gas property expense to which 
the amount relates, shall, except for the purposes of that 
renunciation, be deemed on and after the effective date of 
the renunciation never to have been Canadian oil and ‘gas 
property expenses incurred by the corporation. 


That portion of subsec. 66(12.65) preceding para. (a) amended by 
1994, c. 7, Sch. 11 (1991, c. 49), subsec. 38(5), applicable after July 
13, 1990. That portion formerly read: 


(12.65) Where a corporation renounces an amount to a person 
under subsection (12.64), 


Pre-RSC History: Subsec. 66(12.65) added ig 1986, c. 55, sub- 
sec. 11(4), applicable with respect to expenses incurred after Febru- 
ary 1986. 


(12.66) Expenses in the first 60 days of 
year — Where 


(a) a corporation that issues a flow-through share 
to a person under an agreement, incurs, in a par- 
ticular calendar year, Canadian exploration ex- 
penses or Canadian development expenses, 


(a.1) the agreement was made in the preceding 
calendar year, 
(b) the expenses 
(i) are described in paragraph (a), (d) or (f) of 
the definition “Canadian exploration expense” 
in subsection 66.1(6).or paragraph (a) or (b) 
of the definition “Canadian development ex- 
pense” in subsection 66.2(5), 
(ii) would be described in paragraph (h) of the 
definition “Canadian exploration expense” in 
subsection 66.1(6) if the words “paragraphs 
(a), (b), (c), (d), (f) and. (g)” were read as 
“paragraphs (a), (d) and (f)’”’, or 
(iii) would be described in paragraph (f) of the 
definition “Canadian development expense” 
in subsection, 66.2(5):if the words “any of 
paragraphs (a) to (e)” were read as “paragraph 
(a) or (b)”, 
(c) before the end of that preceding year the per- 
son paid the consideration in money for the share 
to be issued, 


(d) the corporation and. the person deal with each 
other at arm’s length throughout. the particular 
year, and 


(e) in January, February. or March of the particu- 
lar year, the corporation renounces. an amount in 
respect of the expenses to the person in respect of 
the share in accordance with subsection (12.6) or 
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(12.601) and the effective date of the renuncia- 
tion is the last day of that preceding year, 


the corporation is for the purpose of subsection 
(12.6) or for the purposes of subsection (12.601) and 
paragraph (12.602)(b), as the case may be, deemed 
to have incurred the expenses on the last day of the 
year. 


Related Provisions: 66(12.6) — Canadian exploration expenses 
to flow-through shareholder; 66(16) — Partnership deemed to be a 
person; 66(17) — Non-arm’s length partnerships; 87(4.4) — Amal- 
gamations; 163(2.21), (2.22) — Penalty for false statement or omis- 
sion; 211.91 — Tax on issuer using one-year look-back rule; 
248(1)“specified future tax consequence’”(b) — Reduction under 
66(12.73) is a specified future tax consequence. See additional Re- 
lated provisions and Definitions at end of s. 66. 


History: The closing words of subsec. 66(12.66) amended by 1998, 
c. 19, subsec. 104(5), applicable to expenses incurred after 1992. 
The closing words formerly read: 


the corporation shall for the purpose of subsection (12. 6) or 
(12.601) be deemed to have incurred the expenses on the ef- 
fective date of the renunciation. 


Para. 66(12.66)(a) amended, para. (a.1) added, by 1997, c. 25, sub- 
sec. 13(16), applicable to expenses incurred after 1996, except that 


amended para. (a) and para. (a.1) do not apply to expenses in- 
curred in January or February of 1997 in respect of an agree- 
ment that was made in 1995; and 


for the purpose of applying para. (a.1) to expenses incurred in 
1998, any agreement made in 1996 is deemed to have been 
made in 1997. . 


Para. (a) formerly read: 


(a) a corporation that issues a flow-through share to a person 
under an agreement incurs, within 60 days after the end of a 
calendar year, Canadian exploration expenses or Canadian 
development expenses, 


Para. 66(12.66)(b) amended by 1997, c. 25, subsec. 13(17), applica- 
ble to expenses incurred after 1992. Para. (b) formerly read: 


(b) the expenses are expenses described in paragraph (a), (d) 
or (f) of the definition “Canadian exploration expense” in 
subsection 66.1(6) or paragraph (a) or‘(b).of the definition 
“Canadian development expense” expense in subsection 
66.2(5), 


Paras. 66(12.66)(c), (d) and (e) amended by 1997, c. 25, subsec. 
13(18), applicable to expenses incurred after 1996, except that 
amended paras. (c) to (e) do not apply to expenses incurred in Janu- 
ary or February of 1997 in respect of an agreement that was made in 
1995. Paras. (c) to (e) formerly read: 


(c) before the end of the year, the agreement was entered into 
between the corporation and the person and the person paid 
the consideration for the share in money, 


(d) the corporation and the person deal with each other at 
arm’s length throughout the 60. days, and 


(e) within 90 days after the end of the year, the corporation 
renounces an amount in respect of the expenses to the person 
in respect of the share in accordance with subsection (12.6) or 
(12.601) and the effective date of the renunciation is the last 
day of the year, 


Subsec. 66(12.66) amended by 1994, c. 8, subsec. 5(10), applicable 
to expenses incurred after 1992. Subsec. (12.66) formerly read: 


(12.66) Where 


(a) a corporation that issues a flow-through share to a 
person under an agreement incurs, within 60 days after 
the end of a calendar year, Canadian exploration 
expenses, 
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(b) the Canadian exploration expenses are expenses de- 
scribed in paragraph (a), (d) or (f) of the definition “Ca- 
nadian exploration expense” in subsection 66.1(6), 
(c) before the end of the year,.the agreement was.entered 
into between the corporation and the person and.the per- 
son paid the consideration for the share in money, 


(d) the corporation and the person deal with each other at 
arm’s length throughout the 60. days, and 


(e) within 90 days after the end of the year the corpora- 
tion renounces an amount in respect of the Canadian ex- 
ploration expenses to the person in respect of the share in 
accordance with subsection (12.6) and the effective date 
of the renunciation is the last day of the year, 


the corporation shall, for purposes ofsubsection. (12.6) be 
deemed.to have incurred the expenses on the effective date of 
the renunciation. 


Pre-RSC History: Para. 66(12.66)(b) substituted by 1988, c. 55, 
subsec.. 41(1), applicable with respect. to, expenses. incurred after 
1987, except that an amount in respect of oil or gas expenses re- 
nounced under subsec. 66(12.66) by a corporation on or before the 
day that is 30 days after September 13, 1988 shall be deemed to 
have been renounced within 90 days after the end of 1987. Para. (b) 
formerly read: 
(b) the Canadian exploration expenses are expenses described 
in subparagraph 66.1(6)(a)(iii) incurred in respect of a min- 
eral resource other than a bituminous sands deposit, an oil 
sands deposit or an oil shale deposit, 
Subsec. 66(12.66) added by 1986, c. 55, subsec. 11(4), applicable 
with respect to expenses incurred after February 1986. 


Selected Cases [subsec. 66(12.66)]:; Furukawa y. Canada, — 
[1996] 2 C.T.C. 2641 (TCC) (Marketing incentives did not qualify 
as assistance; shares not prescribed Seu 


(12.67) Restrictions on renunciation aay cor- 
poration shall be deemed 


(a) not.to have renounced under any of subsec- 
tions, (12.6), (12.601) and (12.62) [or (12.64) 
before 1999 — ed.] any expenses that are deemed 
to have been incurred by it because of a renuncia- 
tion under this section by another corporation that 
is not related to it; 


(b) not to have renounced under subsection 
(12.601) to a trust, corporation or partnership any 
Canadian development expenses (other than ex- 
penses renounced to another corporation that re- 
nounces under subsection (12.6) any Canadian 
exploration expense deemed to have been in- 
curred by it because of the renunciation under 
subsection (12.601)) if, in respect of the renunci- 
ation under subsection (12.601), it has.a prohib- 
ited relationship with the trust, corpasasan or 
partnership; 


(c) not to have renounced under’ subsection 
(12.601) any Canadian development expenses 
deemed to have been incurred by it because of a 
renunciation under subsection (12.62); and 


(d) not to have renounced under subsection (12.6) 
to a particular trust, corporation or partnership 
any Canadian exploration expenses (other than 
expenses ultimately renounced by another corpo- 
ration under subsection (12.6) to an individual 
(other than a trust) or to a trust, corporation or 
partnership with which that other. corporation 
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does not have, in respect of that ultimate renunci- 
ation, a prohibited relationship) deemed to: be in- 
curred by it because of a renunciation under sub- 
section (12.601) if, in respect of the renunciation 
under: subsection (12.6), it has a prohibited rela- 

_.. tionship with the particular trust, corporation or 
partnership. 

Related Provisions: 66(12. 671). Peabahited relationship.’ See 

additional Related provisions and Definitions. at end of s. 66. 


History: Para. 66(12.67)(a) amended by 1997, c. 25, subsec. 
13(19), applicable to renunciations made after 1998. Para. (a). for- 
merly read: 


(a) not to have renounced under any of subsections (12.6), 
(12.601), (12.62) and (12.64) any expenses that are deemed to 
have been incurred by it because of a renunciation under this 
section by another corporation that is not’related to it; 


Subsec. 66(12.67) amended by 1994, ¢. 8, subsec. 5(11), applicable 
to expenses incurred after December 2, 1992. ‘Subsec. “a2. 67) for- 
merly read: 


(12.67) Restriction on renunciation — A corporation shall 
not renounce under any of subsections (12.6), (12.62) and 
(12.64) any expenses that are deemed to have. been incurred 
by it by virtue of a renunciation under this section by another 
corporation that is not related to it. 


Pre-RSC History: Subsec. 66(12.67) added by 1986, c. 55, sub- 
sec. 11(4), applicable with respect to expenses incurred after Febru- 
ary 1986, 


(12.671) Prohibited relationship — For the pur- 
poses of subsection (12.67), where a trust, corpora- 
tion (in paragraph (b) referred to as the “shareholder 
corporation”) or partnership, as the case may be, 
gave consideration under a particular agreement for 
the issue of a flow-through share of a particular cor- 
poration, the particular corporation has, in respect of 
a renunciation under subsection (12.6) or (12.601) in 
respect of the share, a prohibited relationship 


(a) with the trust if, at any time after the particu- 
lar agreement was entered into and before the 
share is issued to the trust, the particular corpora- 
tion or any corporation related to the particular 
corporation is beneficially interested in the trust; 


(b) with the shareholder corporation if, immedi- 
ately before the particular agreement was entered 
into, the shareholder corporation was related to 
the particular corporation; or 


(c) with the partnership if any part of the amount 
renounced would, but for subsection (12.7001) 
[or (12.7). before. 1999 — ed.], be included, be- 
cause of paragraph (h) of the definition “Cana- 
dian exploration expense” in subsection 66.1(6), 
in the Canadian exploration expense of 


(1) the particular corporation, or 
(11) any other corporation that, at any time 


(A) after the particular agreement was en- 
tered into, and 

(B) before that: part of the amount re- 
nounced would, but for this paragraph, be 
incurred, 


would, if flow-through shares issued by the 
particular corporation’ under agreements en- 


S. 66(12.69) 


tered into at the same time as or after the time 
the particular agreement was entered into 
were disregarded, be related to the particular 
corporation. 

History: The opening words of para. 66(12.671)(c) amended by 


1997, c. 25, subsec. 13(20), applicable to renunciations made after 
1998. The opening words formerly read: 


(c) with the partnership if any part of the amount renounced 

would, but for subsection (12.7), be included, because of par- 

agraph (h) of the definition “Canadian exploration expense” 

in subsection 66.1(6), in the Canadian exploration expense of 
Subsec. 66(12.671) added by 1994, c. 8, subsec. 5(11), applicable to 
expenses incurred after December 2, 1992. 


(12.68) Filing selling instruments — A corpora- 
tion that agrees to issue or prepares a selling instru- 
ment in respect of flow-through shares shall file with 
the Minister a prescribed form together with a copy 
of the selling instrument or agreement. to, issue the 


| shares on or before the last day of the month follow- 


ing the earlier of 


(a) the month in which the agreement to issue the 
shares is entered into, and 


(b) the month in which the selling instrument is 
first delivered to a potential investor, 


and the Minister shall thereupon assign an identifica- 
tion number to the form and notify the corporation of 
the number. 

Related Provisions: 66(12.61)— Effect. of renunciation; 
66(12.74).— Late filed forms; 87(4.4) — Flow-through shares. See 
additional Related provisions and Definitions at end of s. 66. 
Pre-RSC History: Subsec. .66(12.68) added by 1986, c. 55, sub- 
sec. 11(4), applicable with respect to expenses incurred after Febru- 
ary 1986 except that a prescribed form referred to in the subsec. that 
is filed with the Minister before March 20, 1987 shall be deemed to 
have been timely filed. — 


Forms: T100: Flow-through share information. 


(12.69) Filing re partners — Where, in a fiscal 
period of a partnership, an expense is incurred by the 
partnership as a consequence of a renunciation of an 
amount under subsection (12.6), (12.601) or (12.62) 
[or (12.64) before 1999 — ed.], the partnership shall, 
before the end of the third month that begins after 
the end of the period, file with the Minister a pre- 
scribed form identifying the share of the expense at- 
tributable to each member of the partnership at the 
end of the period. 
Related Provisions: 66(12.61) — Effect of renunciation; 
66(12.6901)— Consequences of partnership failing to file; 
66(12.74) — Late filed forms; 66(15) — Definitions. See additional 
Related provisions and Definitions at end of s. 66. 
History: Subsec. 66(12.69) amended by 1997, c. 25, subsec. 
13(21), applicable-to renunciations made after 1998. Subsec. 
(12.69) formerly read: 
(12.69) Where; in a-fiscal period of a partnership, an expense 
is or, but for this subsection, would be incurred by. the part- 
nership as a consequence of a renunciation of an amount 
under subsection (12.6), (12.601), (12.62) or (12.64), the part- 
nership shall, on or before the last day of the third month fol- 
lowing the end of that period, file with the Minister’a pre- 
scribed form indicating the share of the expense attributable 
to each member of the partnership at the end of the period 
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and, where the prescribed form is not so filed, the partnership 
shall be deemed not to have incurred the expense. 

Subsec. 66(12.69) amended by 1994, c. 8, subsec. 5(12), applicable 

to expenses incurred after December 2, 1992. -Subsec. (12.69) for- 

merly read: 
(12.69) Where, in a fiscal period of a partnership, an expense 
is or, but for this subsection, would be incurred by the part- 
nership as a consequence of a renunciation of an amount 
under subsection (12.6), (12.62) or (12.64), the partnership 
shall, on or before the last day of the third month following 
the end of that period, file with the Minister a prescribed form 
indicating the share of the expense attributable to each mem- 
ber of the partnership at the end of the period and, where the 
prescribed form is not so filed, the partnership shall be 
deemed not to have incurred the expense. 


Subsec. 66(12.69) substituted by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 38(6), applicable to fiscal periods ending after July 13, 
1990. Subsec. 66(12.69) formerly read: 


(12.69) Where, as a consequence of a renunciation of an 
amount under subsection (12.6), (12.62) or (12.64), an ex- 
pense is incurred by a partnership in a fiscal period thereof, 
the partnership shall, on or before the last day of the. third 
month following the end of that period, file with the Minister 
an information return in prescribed form indicating the share 
of the expense attributable to each member of the partnership 
at the end of that period. 


Pre-RSC History: Subsec. 66(12.69) added by, 1986, c. 55, sub- 
sec. 11(4), applicable with respect to expenses incurred after Febru- 
ary 1986 except that a prescribed form referred to in the subsec. that 
is filed with the Minister before March 20, 1987 shall ‘be deemed to 
have been timely filed. 


(12.6901) Consequences of failure to file — 
Where a partnership fails to file a prescribed form as 
required under subsection (12.69) in respect of an 
expense, except for the purpose of subsection 
(12.69) the partnership is deemed not to have in- 
curred the expense. 


History: Subsec. (12.6901) added by 1997, c. 25, subsec. 13(21), 
applicable to renunciations made after 1998. 


(12.691) Filing re assistance —. Where a partner- 
ship receives or becomes entitled. to receive assis- 
tance as an agent for its members or former members 
at a particular time in respect of any Canadian explo- 
ration expense or Canadian development expense [or 
Canadian oil and gas property expense before 
1999 — ed.] that is or, but for paragraph (12.61)(b) 
or (12.63)(b) [or (12.65)(b) before. 1999 — ed.], 
would be incurred by a corporation, the following 
rules apply: | 


(a) where the entitlement of any such member or 
former member to any part of the assistance is 
known by the partnership as of the end of. the 
partnership’s first fiscal period ending after the 
particular time and that part of the assistance-was 
not required to be reported under paragraph (b) in 
respect of a calendar year ending before the end 
of that fiscal period, the partnership shall, on or 
before the last day of the third month following 
the end of that fiscal period, file with the Minister 
a prescribed form indicating the share of that part 
of the assistance paid to each of those members 
or former members before the end. of that fiscal 
period or to which each of those members or for- 
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mer members is entitled at the end of that fiscal 
period; 

(b) where the entitlement of any of those mem- 
bers or former members to any part of the assis- 
tance is known by the partnership as of the end of 
a calendar year that ends after the particular time 
and that part of the assistance was not required to 
be reported under paragraph (a) in respect of a 
fiscal period ending at or before the end of that 
calendar year, or under this paragraph in respect 
of a preceding calendar year, the partnership 
shall, on or before the last day of the third month 
following the end of that calendar year, file with 
the Minister a prescribed form indicating the 
share of that part of the assistance paid to each of 
those members or former members before the end 
of that fiscal period or to which each of those 
members or former members is entitled at the end 
of that calendar year; and 


(c) where a prescribed form required to be filed 
under paragraph (a) or (b) is not so filed, the part 
of that expense relating to the assistance required 
to be reported in the prescribed form shall be 
deemed not to have been incurred by the 
partnership. 


Related Provisions: 163(2.3) — False statement or omissions. 


History: The opening words of subsec. 66(12.691) amended by 
1997, c. 25, subsec. 13(22), applicable to renunciations made after 
1998. The opening words formerly read: 


(12.691) Idem — Where a partnership receives, or becomes 
entitled to receive assistance as an agent for its members or 
former members at a particular time in respect of any Cana- 
dian exploration expense, Canadian development expense: or © 
Canadian oil and gas property expense that is or, but for para- 
graph (12.61)(b), (12.63)(b) or (12.65)(b),. would be incurred 
by a corporation, the following rules apply: 


Subsec. 66(12.691) added by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 38(6), applicable to assistance that a partnership receives or be- 
comes entitled to receive after: 1989 and in a fiscal period of the 
partnership ending after July 13, 1990. 


(12.7) Filing re renunciation — - Where a corpora- 


tion renounces an amount in respect of Canadian ex- 
ploration expenses or Canadian development ex- 
penses [or Canadian oil and gas property expenses 
before 1999—ed.] under subsection (12.6), 
(12.601) or (12.62) [or (12.64) before 1999 — ed.], 
the corporation shall file a prescribed form in respect 
of the renunciation with the Minister before the end 
of the first month after the month in which the re- 
nunciation is made. 

Related Provisions: 66(12.7001) — Consequences of corpora- 


tion failing to file; 66(12.74) — Late filed forms. See additional Re- 
lated provisions and Definitions at end of s. 66. 


History: Subsec. 66(12.7) amended by 1997, c. 25, subsec. 13(23), 
applicable to renunciations made after 1998. Subsec. (12.7) for- 
merly read: 


(12.7) Filing — Where a’corporation renounces an amount in 
respect of Canadian exploration expenses, Canadian develop- 
ment expenses or Canadian oil and gas. property expenses 
under subsection (12.6), (12.601), (12.62) or (12.64), the cor- 
poration shall file a prescribed form in respect of the renunci- 
ation with the Minister before ‘the end of the first month fol- 
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lowing the month in which the renunciation is made and, 
where the prescribed form is not so filed, subsections (12,61), 
(12.63) and (12.65) do not apply in respect of the amount so 
renounced. 


Subsec. 66(12.7) amended by 1994, c. 8, subsec. 5(13), applicable 
to: renunciations after December 2, 1992. Subsec. (12.7) formerly 
read: 


(12.7) Where a corporation renounces an amount in respect of 
Canadian exploration expenses, Canadian development ex- 
penses or Canadian oil and gas property expenses under sub- 
section (12.6), (12.62) or (12.64), the corporation shall file a 
prescribed form in respect of the renunciation with the Minis- 
ter before the end of the first month following the month in 
which the renunciation is made and, where the prescribed 
form is not so filed, subsections (12.61), (12.63) and (12.65) 
do not apply in respect of the amount so renounced. 


Subsec. 66(12, 7) substituted by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 38(6), applicable to renunciations made after July 13, 1990. 
Subsec. 66(12.7) formerly read: 


(12.7) Where a corporation renounces an amount in respect of 
Canadian exploration expenses, Canadian development ex- 
penses or Canadian oil and gas. property expenses. under sub- 
section (12.6), (12.62) or (12.64), the corporation shall file a 
prescribed form in respect of the renunciation with the Minis- 
ter on or before the last day of the month following the month 
in which the renunciation was made. 


Pre-RSC History: Subsec. 66(12.7) added by 1986, c. 55, subsec. 
11(4), applicable with respect to expenses incurred after February 
1986 except that a prescribed form referred to in the subsec. that is 
filed with the Minister before March 20,.1987 shall be deemed to 
have been timely filed. 


Forms: T101: Summary of renunciation, reduction of amount pre- 
viously renounced, allocation of assistance and calculation of Part 
XII.6 tax; T101 Supp: Renounced resource expenses/assistance 
statement; T102 Summ: Summary of renounced resource expenses 
and assistance attributable to members of a partnership; T102 Supp: 
Statement of renounced resource expense, reduction of amount pre- 
viously renounced and assistance allocation to member of 
partnership. 


(12.7001) Consequences of failure to file — 
Where a corporation fails to file a prescribed form as 
required under subsection (12.7) in respect of a re- 
nunciation of an amount, subsections (12.61) and 
(12.63) [and (12.65) before 1999 — ed.] do not ap- 
ply in respect of the amount. 


History: Subsec. (12.7001) added by 1997, c. 25, subsec. 13(23), 
applicable to renunciations made after 1998. 


(12.701) Filing re assistance — Where a corpo- 
ration receives or becomes entitled to receive assis- 
tance as an agent in respect of any Canadian explora- 
tion expense or Canadian development expense [or 
Canadian oil and gas property expense before 
1999 — ed.] that is or, but for paragraph (12.61)(b) 
or (12.63)(b) [or (12.65)(b) before 1999 — ed.], 
would be incurred by the corporation, the corpora- 
tion shall, before the end of the first month after the 
particular month in which it first becomes known to 
the corporation that a person that holds a flow- 
through share of the corporation is entitled to a share 
of any part of the assistance, file with the Minister a 
prescribed form identifying the share of the assis- 
tance to which each of those persons is entitled at the 
end of the particular month. 
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Related Provisions: 66(12.702) — Consequences of corporation 
failing to file; 66(16) — Partnership deemed to be a person; 
163(2.3) — False statement or omissions. 


History: Subsec. 66(12.701). amended by 1997, c. 25, subsec. 
13(23), applicable to renunciations made after 1998. Subsec. 
(12.701) formerly read: 


(12.701) Idem — Where at a particular time a corporation re- 
ceives or becomes entitled to receive assistance as an agent in 
respect of any Canadian exploration expense, Canadian de- 
velopment expense or Canadian oil and gas property expense 
that is or, but for paragraph (12.61)(b), (12.63)(b) or 
(12.65)(b), would be incurred by the corporation, the corpora- 
tion shall, before the end of the first month following the par- 
ticular month in which it first becomes known that a person 

_ or partnership that holds a flow-through share of the corpora- 
tion is entitled to a share of any part of the assistance, file 
with the Minister a prescribed form indicating the share of 
that part of the assistance to which each of those persons or 
partnerships is entitled at the end of the particular month and, 
where the prescribed form is not so filed, the part of the ex- 
pense relating to the assistance required to be reported in the 
prescribed form shall be deemed not to have been incurred by 
the corporation. . 


Subsec. 66(12.701) added by 1994, c. 7, Sch. I (1991, c. 49), sub- 
sec. 38(6), applicable to assistance that a corporation receives or be- 
comes entitled to receive after July 13, 1990. 


(12.702) Consequences of failure to file — 
Where a corporation fails to file a prescribed form as 
required under subsection (12.701) in respect. of as- 
sistance, except for the purpose of subsection 
(12.701) the Canadian exploration expense or Cana- 
dian development expense [or Canadian oil and gas 
property expense before 1999 — ed.] to which the 
assistance relates is deemed not to have been in- 
curred by the corporation. 


History: Subsec. 66(12.702) added by 1997, c. 25, eeyeat 13(23), 
applicable to renunciations made after 1998. 


(12.71) Restriction on renunciation — A corpo- 
ration may renounce an amount under subsection 
(12.6), (12.601) or (12.62) [or (12.64) before 
1999 — ed.] in respect of Canadian exploration ex- 
penses or Canadian development expenses [or Cana- 
dian oil and gas property expenses before 1999 — 
ed.] incurred by it only to the extent that, but for the 
renunciation, it would be entitled to a deduction in 
respect. of the expenses in computing its income. 
History: Subsec: 66(12.71) amended by 1997, c. 25, subsec. 
13(23), applicable to renunciations made after 1998. Subsec. 
(12.71) formerly read: 
(12.71) A corporation may renounce an amount under subsec- 
tion (12.6), (12.601), (12.62) or (12.64) in respect of Cana- 
dian exploration expenses, Canadian development expenses 
or Canadian oil and gas property expenses incurred by it only 
to the extent that, but for the renunciation, it would be entitled 
to claim a deduction in respect of the expenses in computing 
its income for the purposes of this Part. 
Subsec. 66(12.71) amended by 1994, c. 8, subsec. 5(14), applicable 
to renunciations after December 2, 1992. Subsec. (12.71) formerly 
read: 
(12.71) A corporation may renounce an amount under subsec- 
tion (12.6), (12.62) or (12.64) in respect of Canadian explora- 
tion expenses, Canadian development expenses or Canadian 


oil and gas property expenses incurred by it only to the extent 
that, but for the renunciation, it would be entitled to claim a 
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deduction in respect of the expenses in computing its income 
for the purposes of this. Part. 


Pre-RSC History: Subsec. 66(12.71) added by 1986, c. 55, sub- 
sec. 11(4), applicable with respect to Capen incurred after Febru- 
ary 1986. 


(12.72) [Repealed] 


History: Subsec. 66(12.72) repealed by 1997, c. 25, subsec. 13(23), 
applicable April 25, 1997 (Royal: Assent). Subsec. (12.72) formerly 
read: - 


(12.72) Application of sections 231 to 231.3 — Without 
restricting the generality of sections 231 to 231.3, where a 
corporation renounces an amount under subsection (12.6), 
(12.601), (12.62) or (12.64), sections 231 to 231.3 apply, with 
such modifications as the circumstances require, for the pur- 
pose of permitting the Minister to verify or ascertain the Ca- 
nadian exploration expenses, Canadian development ex- 
penses or Canadian oil and gas property expenses of the 
corporation in respect of which the amount is renounced, the 
amounts renounced in respect of those.expenses, any infor- 
mation in respect of those expenses or the amounts renounced 
and the amount of, or information relating to, any assistance 
in respect of those expenses. 


Subsec. 66(12.72) amended by 1994, c. 8, subsec. 5(14), applicable 
after December 2, 1992. Subsec. (12.72) IDE read: 


(12.72) Without restricting the generality of sections 231 to 
231.3, where a corporation has renounced an amount under 
subsection (12.6), (12.62) or (12.64), sections 231 to 231.3 
apply, with such modifications as the circumstances require, 
for the purpose of permitting the Minister to verify or ascer- 
tain the Canadian exploration expenses, Canadian: develop- 
ment expenses or Canadian oil and-gas property expenses of 
the corporation in respect of which the amount was re- 
nounced, the amounts renounced in respect of those expenses, 
any information in respect of the expenses or the amounts re- 
nounced and the amount of, or information relating to, any 
assistance in respect of the expenses. 


Subsec. 66(12.72) substituted by 1994, c..7, Sch. I (1991, c. 49), 
subsec..38(7), applicable after July 13, 1990, Subsec. (12.72) for- 
merly read: 


(12.72) Without restricting the generality of sections 231 to 
231.3, where a corporation has renounced: any amount under 
subsection (12.6), (12.62).or (12.64), notwithstanding that a 
return of income has not been filed by any taxpayer under 
section 150 for the. taxation year of the taxpayer in which the 
amount so renounced is deemed to be Canadian exploration 
expenses, Canadian development expenses or Canadian oil 
and gas property expenses: incurred by the taxpayer or.a part- 
nership of which the taxpayer is a member, sections 231 to 
231.3 apply, with such modifications as the circumstances re- 
quire, for the purpose of permitting the Minister to verify or 
ascertain the Canadian exploration expenses, Canadian devel- 
opment expenses, or Canadian oil and gas property expenses 
of the corporation in respect of which the amount was re- 
nounced, the amounts renounced in respect of those expenses, 
and any information in respect of the expenses or the amounts 
renounced. 


Pre-RSC History: Subsec. 66(12.72) added by 1986, c. 55, sub- 
sec. 11(4), applicable with respect to expenses incurred after Febru- 
ary 1986. 


(12.73) Reductions in renunciations — Where 
an amount that a corporation purports to renounce to 
a person under subsection (12.6), (12.601) or (12.62) 
[or (12.64) before 1999 — ed.] exceeds the amount 
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that it can renounce to the person Sader that 
subsection, 


(a) the corporation shall file a statement with the 
Minister in prescribed form where 


(i) the Minister sends a notice in writing to the 
corporation demanding the statement, or- 


(ii) the excess arose as a consequence of.a re- 
nunciation purported to be made in a calendar 

year under subsection (12.6) or (12.601) be- 
cause of the application of subsection (12.66) 
and, at the end of the year, the corporation 
knew or ought to have known of all or part of 
the excess; 


(b) where subparagraph (a)(i) applies, the state- 
ment shall be filed not later than 30 days after the 
Minister sends a notice in. writing to the corpora- 
tion demanding the statement; 


(c) where subparagraph (a)(11)' applies, the: state- 
ment shall be filed before March of the calendar 
year following the calendar year in which the 
purported renunciation was made; 


(d) except for the purpose of Part XI. 6, any 
amount that is purported to have. been “so. re- 
nounced to any person is deemed, after the state- . 
ment is filed with the Minister, to have always 
been reduced by the portion of the excess identi- 
fied in the statement in Se ce of that purported 
renunciation; and 


(e) where a corporation fails in the statement to 
apply the excess fully to reduce one or more. pur- 
ported renunciations, ‘the Minister may at any 
time reduce the total amount purported to be re- 
nounced by the corporation to one or more per- 
sons by the amount of the unapplied excess in 
which case, except for the purpose of Part XIL.6, 
the amount purported to have been so renounced 
to a person is deemed, after that time, always to 
have been reduced by the portion of the unap- 
_ plied excess allocated by the Minister in respect 
of that person. 
Related Provisions: 66(16) — Partnership deemed to be a per- 
son; 152(4)(b)(v) — Three-year extension to normal. reassessment 
period; 163(2.21), (2.22) — Penalty for false statement or omission; 
248(1)“specified future tax consequence’’(b) — Reduction is a spec- 
ified future tax consequence. See also Related provisions and Defi- 
nitions at end of s. 66. , 
History: Subsec. 66(12.73) amended by 1997, c. 25, subsec. 
13(23),. applicable to purported renunciations made after 1996. ex- 
cept that, in respect of purported renunciations made before 1999, 
the portion of subsec. (12.73) before para. (a) shall be read as:° 


(12.73) Where an amount that a corporation purports. to re- 

nounce to a person under subsection (12.6), (12.601), (12.62) 

or (12.64) exceeds the amount it can renounce to’ the person 
under that subsection, 


Subsec. (12.73) formerly read: 


(12.73), Adjustment in renunciation — Where the total of 
all amounts that a corporation purports, to renounce to persons 
under subsection (12:6), (12.601), (12.62) or (12.64) in re- 
spect of expenses incurred by it in any- period ending on the 
effective date of the purported renunciation exceeds the total 
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amount of those expenses in respect of which it may re- 
nounce amounts under-that subsection, it shall 


(a) reduce the amount so renounced to one or more per- 
sons to effect a reduction in the total of the amounts so 
purported to be renounced by the amount of the excess, 
and 


(b) file a statement with the Minister indicating the ad- 
justments made in the renunciations, ~ 


and if the corporation does not so reduce the amounts and file 
that statement with the Minister within 30 days after notice in 
writing by the Minister is forwarded to the corporation that 
such a reduction 1s or will be required for the purposes of any 
assessment of tax under this Part, the Minister may, for the 
purposes of this section, reduce the amounts purported to be 
renounced by the corporation to one or more persons to effect 

__a reduction in the total of the amounts so purported. to, be.re- 
nounced by the amount of the excess, and in any such case, 
notwithstanding subsections (12.61), (12.63) and (12.65), the 
amount renounced to. each of, the persons shall be deemed to 
be the amount as reduced by the corporation or the Minister, 
as the case may be. 


Subsec..66(12.73) amended. by 1994, c. 8, subsec. 5(14), applicable 
to renunciations made after December 2, 1992. Subsec, (12.73) for- 
merly read: 


(12.73) Where the total of all amounts that a corporation pur- 
ported to renounce to persons under subsection (12.6), 
(12.62) or (12.64) in respect of expenses incurred by it in any 
period ending on the effective date of the purported renuncia- 
tion exceeds the total amount of those expenses in respect of 
which it may renounce amounts under those subsections, it 
shall reduce, the amounts so renounced to one or more of 
those persons to effect'a reduction in the total of the amounts 
so purported to be renounced by the amount of the excess and 
file a statement with the Minister indicating the adjustments 
made in the renunciations and if the corporation has failed to 
so reduce the amounts and file such a statement with the Min- 
ister within 30 days after notice in writing by the Minister has 
been forwarded to the corporation that such a reduction is or 
will be required for the purposes of any assessment of. tax 
under this Part, the Minister may, for the purposes of this sec- 
tion, reduce the amounts purported to be renounced by the 
corporation to one or more of those persons to effect a reduc- 
tion in the total of the amounts so purported to be renounced 
by. the amount of the excess,.and in any such case, notwith- 
standing subsections (12.61), (12.63) and (12.65), the amount 
renounced to each of the persons shall be deemed to be the 
amount as reduced by the corporation or the Minister, as the 
case may be. 


Pre-RSC History: Subsec. 66(12.73) added by 1986, c. 55, sub- 
sec. 11(4), applicable with respect to expenses incurred after Febru- 
ary 1986. 


(12.74) Late filed forms — A corporation or part- 
nership may file with the Minister a document re- 
ferred to in subsection (12.68), (12.69), (12.691), 
(12.7) or (12.701) after the particular day on or 
before which the document is required to be filed 
under the applicable subsection and the document 
shall, except for the purposes of this subsection and 
subsection (12.75), be deemed to have been filed on 
the day on or before which it was required to be filed 
if 
(a) if it is filed 


(i) on or before the day that is 90 days after 
the particular day, or 
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(11) after that day that is 90 days after the par- 
‘ticular day where, in the opinion of the Minis- 
ter, the circumstances. are such that it would 
be just and equitable to permit the document 
to be filed; and 


(b) the corporation or partnership, as the case 
may be, pays to the Receiver General at the time 
of filing a penalty in respect of the late filing. 


Related Provisions: 66(12.75) — Penalty. 


History: Subsec. 66(12.74) substituted by 1994, c. 7, Sch. II (1991, 
c. 49), subsec. 38(8), applicable to documents filed after June 1988, 
except that with respect to documents filed before July 14, 1990, the 
reference in the subsec. to “(12.691), (12.7) or (12.701)” shall be 
read as “or (12.7)”. Subsec. 66(12.74) formerly read: 


(12.74) Late filed forms — A corporation or partnership may 
file with the Minister a document referred to in subsection 
(12.68), (12.69) or (12.7) after the day on or before which the 
document is required to be filed under the applicable subsec- 
tion and the document shall be deemed to have been filed on 
the day on or before which it was required to be filed 

(a) if it is filed within 90 days after that day; and 


(b) if the corporation or partnership, as the case may be, 
pays to the Receiver General at the time of filing a pen- 
alty in respect of the late filing. 


Pre-RSC History: Subsec. 66(12.74) added by 1988, c.,55, sub- 
sec. 41(2), applicable after March 19, 1987 except that, where the 
document was filed before July 1988, subsec. 66(12.74) shall be 
read without reference to paras. (a) and (b) thereof. 


(12.741) Late renunciation — Where a corpora- 
tion purports to renounce an amount under subsec- 
tion (12.6), (12.601) or (12.62) [or (12.64) before 
1999 —ed.] after the period in which the corpora- 
tion was entitled to renounce the amount, the amount 
is deemed, except for the purposes of this subsection 
and subsections (12.7) and (12.75), to have been re- 
nounced at the end of the period if . 


(a) the corporation purports to renounce the 
amount 


(i) on or before the day that is 90 days. after 
the end of that period, or 


(ii) after the day that is 90 days after the end 
of that period where, in the opinion of the 
Minister, the circumstances are such that it 
would be just and equitable that the amount be 
renounced; and 


(b) the corporation pays to the Receiver General a 
penalty in respect of the renunciation not more 
than 90 days after the renunciation. 


Related Provisions: 66(12.75) — Penalty. 


History: Subsec. 66(12.741) preceding para. (a) amended by 1997, 
c. 25, subsec. 13(24), applicable to renunciations made after 1998. 
That portion formerly read: 


(12.741) Where a corporation purports to renounce an amount 
under subsection (12.6), (12.601), (12.62) or (12.64) after the 
period during which the corporation would otherwise be enti- 
tled to renounce the amount, the amount’shall, except for the 
purposes of this subsection and subsections (12.7) and 
(12.75), be deemed to have been renounced at the end of the 
period if 

Subsec. 66(12.741) added by 1994, c. 8, subsec. 5(15), applicable to 

renunciations purported to be made after February 1993. 
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(12.75) Penalty — For the purposes of subsections 
(12.74) and (12.741), the penalty in respect of the 
late filing of a document referred to in subsection 
(12.68), (12.69); (12.691), (12.7) or (12.701) or in 
respect of a renunciation referred to in subsection 
(12.741) is the lesser of $15,000 and 


(a) where the penalty is in respect of the late fil- 
ing of a document referred: to in subsection 
(12.68), (12.69) or (12.7), the. greater of 


(i) $100, and 


Gi) '/4 of 1% of the maximum amount in re- 
spect of the Canadian exploration expenses 
and Canadian development expenses [and Ca- 
nadian oil and gas property expenses. before 
1999 — ed.] renounced.or attributed or to be 
renounced or attributed as set out in the 
document; 


(b) where the penalty is in respect of the late fil- 
ing of a document referred to in subsection 
(12.691) or (12.701), the greater of 


(i) $100, and 
(ii) '/4 of 1% of the assistance reported in the 
document; and 


(c) where the penalty is in respect of a renuncia- 
tion referred to in subsection (12.741), the greater 
of 


(i) $100, and 
die. 4). of: 1% 
renunciation. 


History: The opening words of para. 66(12.75)(c) amended by 
1998, c. 19, subsec. 104(6), applicable to renunciations purported to 
be made after February 1993. The opening words formerly read: 


of the amount of the 


(c) where the penalty is in respect of a renunciation referred 
to in subsection (12.74), the greater of 


Subpara. 66(12.75)(a)(41) amended by 1997, c. 25, subsec. 13(25), 
applicable to renunciations made after 1998. Subpara. (a)(ii) for- 
merly read: 


(ii) '44 of 1% of the maximum amount in respect of the Cana- 
dian exploration expenses, Canadian development expenses 
and. Canadian oil and gas property expenses renounced or at- 
tributed or to be renounced or attributed as set out in the 
document; 


The opening words of subsec. 66(12.75), amended and para. (c) ad- 
ded, by 1994, c. 8, subsecs. 5(16), (17), applicable to renunciations 
purported to be made after February 1993. The opening words for- 
merly read: 


(12.75) For the purposes of subsection (12.74), the penalty in 
respect of the late filing of a document referred to in subsec- 
tion (12.68), (12.69), (12.691), (12.7) or-(12.701) is the lesser 
of $15,000 and 


Subsec. 66(12.75) substituted by 1994, c..7, Sch. II (1991, c. 49), 
subsec. 38(9), applicable to documents filed after July 13,.1990, ex- 
cept that in its application to documents filed on or before Decem- 
ber 17, 1991, the subsec, shall be read as follows: 


(12.75) For the purposes of subsection (12.74), the penalty in 
respect of the late filing of a document referred to in subsec- 
tion (12.691) or (12.701) is nil and the penalty in respect of 
the late filing of a document referred to in subsection (12.68), 
(12.69) or (12.7) is the lesser of 


(a) $15,000, and 
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(b) Ys of 1% of the maximum amount in respect of the 
Canadian exploration expenses, Canadian development 
expenses and Canadian oil and gas property expenses re- 
nounced or attributed or to be renounced or attributed as 
set out in the document. 


Subsec. 66(12.75) formerly read: 


(12.75) For the purposes of subsection (12.74), the penalty in 
respect of the late filing of a document referred to in subsec- 
tion (12.68), (12.69) or (12.7) is the lesser of 


(a) $15,000, and 


(b) /s:0f 1% of the maximum amount in respect of the 
Canadian exploration expenses, Canadian development 
expenses and Canadian oil and gas property expenses re- 
nounced, to be renounced, attributed or to be attributed as 
set out in the document. 


Pre-RSC History: Subsec. 66(12.75) added by 1988, c. 55, sub- 
sec. 41(2), applicable after March 19, 1987. 


(13) Limitation — Where a taxpayer has incurred 
an outlay or expense in respect of which a deduction 
from income is authorized under more than one pro- 
vision of this section or section 66.1, 66.2 or 66.4, 
the taxpayer is not entitled to make the deduction 
under more than one provision but is entitled to se- 
lect the provision under which’ to’ make the 
deduction. 


Related Provisions: See Related provisions and Definitions at . 


end of. s. 66. 


Pre-RSC History: Subsec. 66(13) substituted by 1980-81-82-83, 
c. 48, subsec. 33(12), to add reference to section 66.4, applicable to 
taxation years ending after December 11, 1979. 


Subsec. 66(13) substituted by 1974-75-76, c. 26, subsec. 35(16), ap- 
plicable in respect of taxation years ending after May 6, 1974. Sub- 
sec. 66(13) formerly read: 


(13) Where a taxpayer has incurred expenses the deduction of 
which from income is authorized under more than/one provi- 
sion of this section, he is not entitled to make the deduction 
under more than one provision but is entitled to select the 
provision under which to make the deduction. 


1.T. Application Rules: 29(1)-(4), (6)-(34). 


(13.1) Short taxation years — Where a taxpayer 
has a taxation year that is less than 51 weeks, the 
amount determined in respect of the year under any 
of subparagraph 66(4)(b)G) and _ paragraphs 
66.2(2)(c), 66.4(2)(b) and 66.7(4)(a) and (5)(a) shall 
not exceed that proportion of the amount otherwise 
determined thereunder that the number of days in the 
year is of 365. 

Related Provisions: 20(1)(mm) — Deductions — injection sub- 


stances. See additional Related provisions and Definitions at end of 
s. 66. 


Pre-RSC History: Subsec. 66(13.1) added by 1987, c. 46, subsec. 
18(5), applicable to taxation years commencing after June 5, 1987. 


(14) Amounts deemed deductible under this 
subdivision — For the purposes of section 3, any 
amount deductible under the Income Tax Application 
Rules in respect of this subsection shall be deemed to 
be deductible under this subdivision. 


Related Provisions: See Related provisions and Definitions at 
end of s. 66. ¥e 


1.T. Application Rules: 29, 30(3). 
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(14.1) Designation respecting Canadian 
exploration expense — A corporation may des- 
ignate for a taxation year, by filing a designation in 
prescribed form with the Minister on or before the 
day on or before which it is required to file a return 
of its income for the year under section 150, a partic- 
ular amount not exceeding the lesser of 


(a) its prescribed Canadian exploration expense 
for the year, and 


(b) its cumulative Canadian exploration expense 
at the end of the year, 


and the particular amount shall be added in eae 


ing its cumulative offset account immediately before 
the end of the year and deducted in computing its 
cumulative Canadian exploration expense at any 
time after the end of the year. 

Related Provisions: 66.1(3)(a) — Expenses of other taxpayers; 
66.1(6)“cumulative Canadian exploration expense’”K — Reduction 
in CCEE; 66.5(1) — Deduction from income — cumulative offset 
account. See additional Related provisions and Definitions at end of 
s. 66. 

Regulations: 1217 (prescribed Gana exploration expense). 


Forms: T2098: Designation by a corporation to increase its cumu- 
lative offset account. 


(14.2) Designation respecting cumulative 
Canadian development expense — A corpora- 
tion may designate for a taxation year, by filing a 
designation in prescribed form with the Minister on 
or before the day on or before which it is required to 
file a return of its income for the year under section 
150, a particular amount not exceeding: 


(a) where a deduction has been made under sub- 
section 66.2(2) in computing its income for the 
year, the lesser of 


(i) 30% of its prescribed Canadian develop- 
ment expense for the year, and 


(ii) the amount, if any, by which 30%. of its 
cumulative Canadian development expense at 
the end of the year exceeds the amount, if any, 
deducted for the year under subsection 66.2(2) 
in computing its income for the year, or 


(b) where a deduction has not been made under 
subsection 66.2(2) in computing its income for 
the year, the lesser of 


(i) 30% of its prescribed Canadian develop- 
ment expense for the year, and 


(ii) 30% of the amount, if any, of its adjusted 
cumulative Canadian development expense at 
the end of the year, 


and the particular amount shall be added in comput- 
ing its cumulative offset account immediately before 
the end of the year and deducted in computing its 
cumulative Canadian development expense at any 
time after the end of the year. 

Related Provisions: 66(14.3) — Meaning of “‘adjusted cumula- 
tive Canadian development expense”; 66.2(5)“cumulative Canadian 
development expense”N — Reduction in CCDE; 66.5(1) — Deduc- 
tion from income — cumulative offset account. See additional Re- 
lated provisions and Definitions at end of s: 66. 
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Regulations: 1218 (prescribed Canadian development expense). 


Forms: T2098: Designation by a corporation to increase its cumu- 
lative offset account. — 


(14.3) Definition of “adjusted cumulative 
Canadian development expense” — For the 
purposes of paragraph (14.2)(b), “adjusted cumula- 
tive Canadian development expense” of a corpora- 
tion at the end of a taxation year means the amount, 
if any, that would be its cumulative Canadian devel- 
opment expense: at the end of the year, if no Cana- 
dian resource property were disposed of by it in the 
year. 

Related Provisions: See Related Proigipas and Definitions at 
end of s. 66. 


(14.4) Special cases — Where, in the opinion of 
the Minister, the circumstances of a case are such 
that it would be just. and equitable 


(a) to permit a designation under subsection 
(14.1) or (14.2) to be filed after the day on or 
before which it-is required by that subsection to 
be filed, or 


(b) to permit a designation filed under subsection 
(14.1) or (14.2) to be amended, 


the Minister may permit the designation to be filed 
or amended, as the case may be, after that day, and 
where the designation or amendment is filed pursu- 
ant to that permission, it shall be deemed to have 
been filed on the day on or before which it was re- 
quired to be filed if 


(c) it is filed with the Minister in prescribed form, 
and 


(d) the corporation filing it pays to the Receiver 
General at the time of filing the penalty in respect 
of it, 
and where a designation is amended under this sub- 
section, the designation to which the amendment is 
made shall be deemed not to. have been effective. 


Related Provisions: See Related provisions and Definitions at 
end-of s. 66. 


(14.5) Penalty for late designation — For the 
purposes of this section, the penalty in respect of a 
designation or amended designation referred to in 
paragraph (14.4)(a) or (b) is the lesser of 


(a) an amount determined by the formula 


.0025 x Ax B 
where 
A is 
(i) in the case of a late-filed designation, 
the amount designated therein, and 


(ii) in the case of an amended designation, 
the amount, if any, by which the amount 
designated in. the designation being 
amended differs from the amount desig- 
nated in the amended designation, and 


B.-is the number of months each of which is in- 
cluded in whole or in part in the period com- 
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mencing on the day on or before which the 
designation was required to be filed ‘under 
subsection (14.1) or (14.2), as the case may 
be, and ending on the day the late-filed desig- 
nation. or amended designation, as the case 
may be, is filed, and 


(b) an amount, not exceeding $8,000, equal to the 
product obtained by multiplying $100 by. the 
number of months each of which is included in 
whole or in part in the period referred to in the 
description of B in paragraph (a). 
Related Provisions: See Related provisions and Definitions at 
the end of s. 66. 
Pre-RSC History: Subsecs. 66(14.1)-(14.5) added by 1986, c. 2, 
s. 16, applicable to 1985 et seq., except that a designation under 
subsec. 66(14.1) or (14.2), filed with the Minister of National Reve- 
nue on or before the day that is 90 days after February 13, 1986, 
shall be deemed to have: been filed before the day on or before 
which the designation is required to be filed by subsec. 66(14.1) or 
(14.2). 


(14.6) Deduction of carved-out income — A 
taxpayer may deduct in computing the taxpayer’s in- 
come under this Part for a taxation year, an amount 
equal to the total of the taxpayer’s carved-out in- 
comes for the year within the meaning assigned by 
subsection 209(1). 


Related Provisions: See Related provisions and Definitions at 
end of s. 66. 


Pre-RSC History: Subsec. 66(14.6) added by 1986, c. 55, subsec. 
11(5), applicable to 1985 et seq. 


(15) Definitions — In this section, 


Related Provisions: 66.1(6.1) — Application to section 66.1; 
66.2(5.1) — Application to. section 66.2; 66.4(5.1) — Application 
to section 66.4; 66.7(18) — Application to section 66.7. 


Pre-RSC History: The opening words also referred to ss. 66.1, 
66.2, 66.4 and 66.7. See now subsecs. 66.1(6.1); 66.2(5.1), 
66.4(5.1), 66.7(18). 


The opening words of subsec. 66(15) substituted by 1987, c. 46, 
subsec. 18(6), to add reference to section 66.7, applicable to taxa- 
tion years ending after February 17, 1987. 

The opening words of subsec. 66(15) substituted by 1974-75-76, c. 
26, subsec. 35(17), applicable in respect of taxation years ending 
after May 6, 1974. That portion formerly read: 


(15) In this section, 


“agreed portion’ in respect of a corporation that 
was a shareholder corporation of a joint exploration 
corporation means such amount as may be agreed on 
between the joint exploration corporation and the 
shareholder corporation not exceeding 


(a) the total of all amounts each of which is a 
payment or loan referred to in paragraph (b) of 
the definition “shareholder corporation” in this 
subsection (except to the extent that the payment 
or loan was made by a shareholder corporation 
that was not a Canadian corporation and was used 
by the joint exploration corporation to acquire a 
Canadian resource property after December 11, 
1979 from a shareholder corporation that was not 
a Canadian corporation) made by the shareholder 


corporation to the joint exploration corporation | 
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during the period it was a shareholder corporation 
of the joint exploration corporation, 


minus 


(b) the total of the amounts, if any, previously re- 
nounced by the joint exploration corporation 
under any of subsections (10) to (10.3) in favour 
of the shareholder corporation;. 


Related Provisions: 53(2)(f.1) — Deduction from n agiusted cost 
base. 


Pre-RSC History: The definition 
66(15)(a). 


Subpara. 66(15)(a)(i) substituted by 1984, c. 1, subsec. 27(8), appli- 
cable to 1982 et seg. Subpara..66(15)(a)(i) formerly read: 


“agreed portion” was para. 


(i) the payments referred to in subparagraph (1)(ii) (except to 
the extent that such payments were made by a shareholder 
corporation that was not.a Canadian corporation and were 
used by the joint exploration corporation to. acquire a Cana- 
dian resource property after December 11, 1979 from a share- 
holder corporation that was not a Canadian corporation) made 
by the shareholder corporation to the joint exploration corpo- 
ration during the period it was a shareholder corporation of 
the joint exploration corporation, 


All that portion of subsec. 66(15) preceding para. (a) and subpara. 
66(15)(a)(i), (ii) substituted by 1980-81-82-83, c. 48, subsecs. 
33(13)\-(15), applicable to taxation years ending after December 11, 
1979, to add reference to section 66.4 in that portion and reference 


to subsection (10.3) in subpara. (i). Subpara. (ii) formerly read as . 


follows: 
(1) the payments referred to in subparagraph (1)(ii) made by 
the shareholder corporation to the joint exploration corpora- 
tion during the period it was a shareholder eo eporauenl of the 
joint corporation, 

Subpara. 66(15)(a)(ii) substituted by 1976-77, c. 4, subsec. 23(4), 

applicable after May 6, 1974. Subpara. 66(15)(a)(i1) formerly, read: 
(ii) the aggregate of the amounts, if any, previously re- 
nounced by the joint exploration corporation under subsection 
(10) in favour of the shareholder corporation; 

Subpara. 66(15)(a)(j) amended by 1974-75-76, c. 26, subsec. 35(18) 

to substitute “(i)(ii)” for “(1)(iii)”, applicable to 1972 ef seq. 


Advance Tax Ruling: ATR-60: Joint exploration corporations. 


“assistance” means any amount, other than a pre- 
scribed. amount, received or receivable at any time 
from a person or government, municipality or other 
public authority whether the amount is by way of a 
grant, subsidy, rebate, forgivable loan, deduction 
from royalty or tax, rebate of royalty or tax, invest- 
ment allowance or any other form of assistance or 
benefit; 

Related Provisions: 66(16) — Partnership deemed to be a per- 


son; 248(16) — GST input tax credit and rebate deemed to be gov- 
ernment assistance. 


Pre-RSC History: The definition 
66(15)(a.1). 


Para. 66(15)(a.1) added by 1986, c..55, subsec. 11(6), applicable 
with respect to expenses incurred after February 1986. 


“assistance” was para. 


“Canadian exploration and development ex- 
penses” incurred by a taxpayer means any eATiealse 
incurred before May 7, 1974 that is © | 


(a) any drilling or exploration expense, including 
any general geological or geophysical. expense, 
incurred by the taxpayer after 1971 on orn re- 
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spect of exploring or drilling for petroleum or 
natural gas in Canada, 


(b) any prospecting, exploration or development 
‘expense incurred by the taxpayer after 1971 in 
searching for minerals in Canada, 


(c) the cost to the taxpayer of any Canadian re- 
source property acquired by the taxpayer after 
1971. 


(d) the taxpayer’s share of the Canadian explora- 
tion and development expenses incurred after 
1971 by any association, partnership or syndicate 
in a fiscal period thereof, if at the end of that fis- 
cal period the taxpayer was a member or partner 
thereof, . 


(e) any expense incurred by the taxpayer after 
1971 pursuant to an agreement with a corporation 
under which the taxpayer incurred the expense 
solely in consideration for shares. of the capital 
stock of the corporation issued to the taxpayer by 
the corporation or any interest in such shares or 
right thereto, to the extent that the expense was 
incurred as or on account of the cost of 


(i) drilling or exploration activities, including 
any general geological or geophysical activi- 
ties, in or in respect of exploring or drilling 
for petroleum or natural gas in Canada, 


(ii). prospecting, exploration or development 
activities in searching for minerals in Canada, 
or 


(iii) acquiring a Canadian resource property, 
and 


(f) any annual payment made by the taxpayer for 
the preservation of a Canadian resource property, 


but, for greater certainty, does not include 


(g) any consideration given by the taxpayer for 
any share or any interest therein or right thereto, 
except as provided by paragraph (e), or 


(h) any expense described in paragraph (e) in- 
curred by another taxpayer to the extent that the 
expense was, by virtue of that paragraph, a Cana- 
dian exploration and development expense of that 
other taxpayer; 


Related Provisions: 49(2)— Where option expires; 
53(2)(e)(i) — Deduction from adjusted cost base of shares; 
66.7(1) — Deduction to successor corporation; 248(1)“Canadian 
exploration and development expenses” — Definition applies to en- 
tire Act. See additional Related provisions and Definitions at end of 
s. 66. 

History: Para. (c) of the definition “Canadian exploration and de- 
velopment expenses”.in subsec. 66(15) amended by 1998, c. 19, 
subsec. 104(7), applicable to taxation years that begin after 1984. 
The para. formerly read: 


(c) the cost to the taxpayer of any Canadian resource property 
acquired by the taxpayer, 
Pre-RSC History: 7he definition “Canadian exploration and de- 


velopment expenses” was para. 66(15)(b). See Table of 
Concordance. 


Subpara. 66(15)(b)(v.1) amended by 1985, c. 45, subsec. 28(14), to 
delete the words “‘or property that would have been a Canadian re- 


S. 66(15) Can 


source property if it had been acquired by the taxpayer after 1971” 
which had followed “Canadian resource property”, applicable with 
respect to transactions occurring in taxation years commencing after 
1984. 


All that portion of para. 66(15)(b) preceding subpara. (i) substituted, 
subpara. 66(15)(b)(v.1) added by 1974-75-76, c..26, subsecs. (19), 
(20), applicable, as to that portion, after May 6, 1974, and as to sub- 
para. 66(15)(b)(v.1), to 1974 et seq. That portion formerly read: 


(b) “Canadian exploration and development expenses” in- 
curred by a taxpayer means 


All that portion of para. 66(15)(b) following subpara. (iv) substi- 
tuted by 1973-74, c..14, subsec. 18(5), applicable to 1972 et seq. 


Selected Cases [subsec. 66(15)“Canadian exploration and 
development expenses”]: Gulf Canada Ltd. v. Canada, [1991] 
1 C.T.C, 99 (FCTD); aff'd [1992], 1, C.T.C. 183 (FCA); leave: to 
appeal to SCC refused (sub nom. Gulf Canada Ltd. v. MNR) (1992), 
141 NR 393 (note) (Interpretation of: “Canadian exploration ex- 
penses”, “Canadian development expenses”, “taxable production 
profits”). 


Interpretation Bulletins: IT-109R2: Unpaid amounts. 


“Canadian resource property” of a taxpayer 
means any property of the taxpayer that is 


(a) any right, licence or privilege to explore for, 
drill for or take petroleum, natural gas or related 
hydrocarbons in Canada, 


(b) any right, licence or privilege to 


(i) store underground petroleum, natural gas 
or related hydrocarbons in Canada, or 


(11) prospect, explore, drill or mine for miner- 
als in a mineral resource in Canada, 


(c) any oil or gas well in Canada or any real prop- 
erty in Canada the principal value of which de- 
pends on its petroleum or natural gas content (but 
not including any depreciable property used or to 
be used in connection with the extraction or re- 
moval of petroleum or natural gas therefrom), 


(d) any rental or royalty computed by reference to 
the amount or value of production from an oil or 
gas well in Canada or from a natural] accumula- 
tion of petroleum or natural gas in Canada, 


(e) any rental or royalty computed by reference to 
the amount or value of production from a mineral 
resource in Canada, 


(f) any real property in Canada the principal 
value of which depends upon its mineral resource 
content (but not including any depreciable prop- 
erty used or to be used in connection with the ex- 
traction or removal of minerals therefrom), or 


(g) any right to or interest in any property de- 
scribed in any of paragraphs (a) to (f), other than 
such a right or interest that the taxpayer has by 
virtue of being a beneficiary of a trust; 


Related Provisions: 18.1(1)“right to receive production” — Ca- 
nadian resource property excluded from matchable expenditure 
rules; 59(1) — Disposition of resource property; 66(5) — Dealers; 
69 — Inadequate consideration and fair market value; 209 — Tax 
on carved-out income; 248(1)“Canadian resource property” — Def- 
inition applies to entire Act; Interpretation Act 8(2.1), (2.2) — Ap- 
plication to exclusive economic zone and continental shelf. See ad- 
ditional Related provisions and Definitions at end of s. 66. 
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Pre-RSC History: The definition “Canadian resource property” 
was para. 66(15)(c). See Table of Concordance. 


Subparas. 66(15)(c)(iii) and (iv) substituted by 1986, c. 6, subsec. 
31(2), applicable to taxation years ending after March 1985. Sub- 
paras. 66(15)(c)(iii) and (iv) formerly read: 


(iii) any oil or gas well in Canada, ' 


(iv) any rental or royalty computed by reference to the 
amount or value of production from an oil or gas well in 
Canada, 


All that portion of para. 66(15)(c) preceding subpara. (i) amended 
by 1985, c. 45, subsec. 28(15), to substitute “any property of the 
taxpayer” for “any property acquired by him after 1971”, applicable 
to taxation. years commencing after 1984. 


Subpara. 66(15)(c)(vii) substituted by 1985, c. 45, subsec. 28(16), 
applicable with respect to transactions occurring in taxation years 
commencing after 1984. Subpara. 66(15)(c)(vii) formerly read: 


(vii) any right to or interest in any property (other than prop- 
erty of a trust) described in any of subparagraphs (1) to (vi) 
(including a right to receive ger of disposition in respect 
of a disposition thereof); 


Para. 66(15)(c) substituted by 1980-81-82-83, c. 48, subsec. 33(16), 
applicable to taxation years ending after December 11, 1979. Para. 
(c) formerly read as follows: 


(c) “Canadian resource property” of a taxpayer means any 
property acquired by him after 1971 that is, 


(i) any right, licence or privilege to explore for, drill for, 
take or store underground petroleum, natural gas or other 
related hydrocarbons in Canada, 


(ii) any right, licence or privilege to prospect, explore, 
drill, or mine for, minerals in a mineral resource in 
Canada, 


(111) any oil or gas.well situated in Canada, 


(iv) any rental or royalty computed by reference to’ the 
amount or value of production from an oil or gas well, or 
a mineral resource, situated in Canada, 


(v) any real property situated in Canada the principal 
value of which depends upon its mineral resource content 
(but not including any depreciable property situated on 
the surface of the property or used or to be used in con- 
nection with the extraction or removal of minerals there- 
from), or 


(vi) any right to or interest in. any property: (other, than 
property of a trust) described in any of subparagraphs (i) 
to (v) (including a right to receive proceeds of disposition 
in respect of a disposition thereof); 


Subpara. 66(15)(c)(i) substituted by 1979, c. 5, subsec. 19(5), appli- 
cable for the purposes of determining the Canadian resource prop- 
erty of a taxpayer after November 16, 1978,.to add “or, store 
underground”. 


Subpara. 66(15)(c)(vi) substituted by 1974-75-76, ¢: 26, subsec. 
35(21), applicable to 1974 et seq. except that it shall not apply to 
any right or interest in property of a trust acquired before November 
19, 1974 in respect of which a deduction has been claimed in re- 
spect of a taxation year ending before 1976 under section 66 or 
66.2. Subpara. 66(15)(c)(vi) formerly read: 


(vi) any right to or interest in any property described in any of 
subparagraphs (i) to (v); 


Selected Cases [subsec. 66(15)“Canadian. resource 
property”: Alberta Energy Co. v. R., [1998] 1 C.T.C. 305 (FCA); 
aff'd [1995].1.C.T.C. 2111 (TCC) (Right or privilege was Canadian 
resource property, not eligible capital amount); De Luca v. MNR, 
[1991] 2 C.T.C. 243 (FCA) (Income from payment of balance of 
purchase price on transaction completed prior to 1972 validly as- 
sessed in year of receipt); Gulf Canada Ltd. v. Canada, [1991] J 
C.T.C. 99 (FCTD); aff'd [1992] 1 C.T.C. 183 (FCA); leave to ap- 
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peal to SCC refused (sub nom. Gulf Canada Ltd. v. MNR) (1992), 
141 NR 393 (note) (Interpretation of: “Canadian exploration ex- 
penses”, “Canadian development expenses”, “taxable production 
profits”); The Queen v. Alberta and Southern Gas Co: Ltd., [1978] 
C.T.C. 780 (SCC) (Sum paid to purchase rights,to gas on lands is 
payment for acquisition of Canadian resource property). 


Interpretation Bulletins: IT-125R4: Dispositions of resource 
properties; IT-291R2: Transfer of property to a corporation under 
subsection 85(1). 


1.T. Technical News: No. 10 (net profits interests and promosed 
section 18.1). 


“drilling or exploration expense” incurred on or in 
respect of exploring or drilling for petroleum or nat- 
ural gas includes any expense incurred on or in re- 
spect of . 


(a) drilling or converting a well for the disposal 
of waste liquids from a petroleum or natural gas 
well, 


(b) drilling for water or gas for imjdetigal into a 
petroleum or natural gas formation, or 
(c) drilling or converting a well for the injection 
of water or gas to assist in the recovery of petro- 
leum or natural gas from another well; 


Related Provisions: 66(16) — Partnerships — person — taxa- 
tion year; 87(4.4) — Flow-through shares. 


Pre-RSC History: The definition “drilling or exploration ex- , 


pense” was para. 66(15)(d). 


Para. 66(15)(d) substituted by 1974-75-76, c. 26, subsec. 35(22), ap- 
plicable to 1974 et seq. Para. 66(15)(d) formerly read: 


(d) “drilling or exploration expense” incurred on or in respect 
of exploring or drilling for petroleum or natural gas includes 


(i) any annual payment made for the preservation of a 
Canadian resource property, a foreign resource property 
or any property referred to in paragraph 59(1)(c), and 
(ii) any expense incurred on or in respect of 
(A) drilling or converting a well for the disposal of 
waste liquids from a petroleum or natural gas well, 
(B) drilling for water or gas for injection into a petro- 
leum or natural gas formation, or 
(C) drilling or converting a well for the injection of 


water or gas to.assist.in the recovery of petroleum or 
natural gas from another well; 


Rediiletion=: 6202, 6202.1 (prescribed share). 


Interpretation Bulletins: IT-400: Exploration and development 
expenses — meaning of principal-business corporation. 


“‘expense’’, incurred before a particular time by a 
taxpayer, 


(a) includes an amount designated by? the tax- 
payer at that time under paragraph 98(3)(d) or 
(5)(d) of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952, as a cost in re- 
spect of property that is a Canadian resource 
property or a foreign resource property, 


but 


(b) for greater certainty, does not include any 
amount paid or payable 


(i) as consideration for services to be rendered 
after that time, or 
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(ii) as, on account or in lieu of payment of, or 
in satisfaction of, rent in respect of a period 
after that time; 
Related Provisions: 66(15)“outlay” —same meaning as 
“expense”. 


Pre-RSC History: The definition “expense” was formerly “out- 
lay” or “expense” in paras. 66(15)(g.2) and (g.3). See Table of 
Concordance. 


Para. 66(15)(g.2).added by. 1980-81-82-83, c. 48,. subsec. 33(17), 
applicable in respect of amounts paid or payable after October 28, 
1980. 

Para. 66(15)(g. 3) substituted by 1984, C. il subsec. 27(9), applicable 
after 1980, to add “or (5)(d)”. 

Para. 66(15)(g.3) added by 1980- Ye 82-83, c. 140, subsec. 33(4), 
applicable after 1980. ' 

Selected Cases: Phénix v. R., [1998] 1 C.T.C. 2379 (TCC) (Cap- 
ital items may form part of CEE). 

1.T. Application Rules: 69 (meaning of “Jncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952’). 


interpretation Bulletins: TT-503: Sela tng and development 
shares. 


‘flow-through share” means.a share (other than a 
prescribed share) of the capital stock of a principal- 
business corporation that is issued to a person under. 
an agreement in writing entered into between the 
person and the corporation after February 1986, 
under which the corporation agrees for consideration 
that does not include property to be exchanged or 
transferred by the person under the agreement in cir- 
cumstances in which section 51,85, 85.1, 86 or 87 
applies 
(a) to incur, in the period that begins on the day 
the agreement was made and ends 24 months af- 
ter the end of the month that includes that day, 
Canadian exploration expenses or Canadian de- 
velopment expenses [or Canadian oil and gas 
property expenses before 1999 — ed:] in an 
amount not less than the consideration for which 
the share is to be issued, and 


(b) to renounce, before March of the first calen- 
dar year that begins after that period, in. pre- 
scribed form to. the person in respect of the share, 
an amount in respect of the Canadian exploration 
expenses or Canadian development expenses [or 
Canadian oil and gas property expenses before 
1999 — ed.] so incurred by it not exceeding the 
consideration received by the corporation sae the 
share, 


and includes a right of a person to have such a share 
issued to that person and any interest acquired in 
such a share by a person pursuant to such an 
agreement; 

Related Provisions: 66(12.6), 2: AGN ON -through of ex- 
penditures to shareholder; 66(16)—- Partnership deemed to be a 
person; 127.52(1)(e), (e.1)—— Minimum tax; 248(1)“flow-through 
share” — Definition applies to entire Act. 

History: Paras. (a) and (b) of the definition “flow-through share” in 
subsec. 66(15) amended by 1997, c. 25,-subsec. 13(26), applicable 
to renunciations made after 1998. Paras. (a) and (b) formerly read: 


(a) to incur, during the period commencing on ‘the day the 
agreement was entered into and ending 24 months after the 
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end of the month that includes that day; Canadian exploration 
expenses, Canadian development expenses or Canadian. oil 
and gas property expenses in an amount not less than the con- 
sideration for which the share is to be issued, and 


(b) to renounce, before March of the first calendar year begin- 
ning after that period, in prescribed form to the person in re- 
spect of the share, an amount in respect of the Canadian ex- 
ploration expenses, Canadian development expenses. or 
Canadian oil and gas property expenses so: incurred by it not 
exceeding the consideration received by the corporation for 
the share, 


Para. (b) of the definition “flow-through share” in subsec. 66(15) 
amended by 1994, c. 8, subsec. 5(18), applicable to shares issued 
pursuant to an agreement entered into after EpKay 1986. Para. (b) 
og read: 


(b) to renounce, within that period or within 30 days thereaf- 
ter, in prescribed form to the person in respect of the share, an 
amount in respect of the Canadian exploration expenses, Ca- 
nadian development expenses or Canadian oil and gas prop- 
erty expenses so incurred by it not exceeding the considera- 
tion received by the corporation for the share, 


That portion of the definition “flow through share” preceding para. 
(a) amended by 1994, c. 7, Sch. II (1991, c. 49), subsec. 38(10), to 
add “for ‘consideration that does not include property to be: ex- 
changed or transferred by the person under the agreement in cir- 
cumstances in which section 5.1; 85, 85.1, 86:or 87 applies”, appli- 
cable to shares issued pursuant to an peice ment in writing entered 
into after July 13, 1990. 


Pre-RSC History: The ep oiion “flow- Seco share” was para. 
66(15)(d.1). 


Para. 66(15)(d.1) added by 1986, c. 35; subsec. NM, applicable 
with respect to: 


(a) shares issued pursuant to an agreement entered. into after 
1986; and 


(b) shares issued pursuant to an agreement. entered: into by a 
corporation. after February 1986 and before 1987 where the cor- 
poration elects in prescribed form, filed with the Minister of 
National Revenue with its return of income pursuant to s.. 150 
for the taxation year in respect of which the election is made, to 
have this ‘subsec. apply with respect to shares issued pursuant to’ 
the agreement, except that the prescribed form may be filed 
within 90. days after December 19,1986. , 


Selected Cases: Esplen v. Canada, [1996] 1 C.T.C. 2044 (TCC) 
(Where loan repayment tied: to price. of: shares; shares, were. pre- 
scribed shares). 


Regulations: 6202(1), (2) (prescribed share). 


‘foreign exploration and development expenses” 
incurred by a taxpayer means 


(a) any drilling or exploration expense, including 
any general geological or geophysical expense, 
incurred by the taxpayer after 1971 on or in re- 
spect of exploring or drilling for, petroleum. or 
natural gas outside Canada, 


(b) any prospecting, exploration or development 
expense incurred by the taxpayer after 1971 in 
searching for minerals outside Canada, 


(c) the cost to the taxpayer of any foreign re- 
source property acquired by [the taxpayer], 


(d) subject to section 66.8, the taxpayer’s share of 
the foreign exploration and development ex- 
penses incurred after 1971 by. a partnership in a 
fiscal period thereof, if at the end of that period 
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the taxpayer was a member of the partnership, 
and 


(e) any annual payment made by the taxpayer for 
the preservation of a foreign resource property, 


but does not include 


(f) any amount included at any time in the capital 
cost to the taxpayer of any depreciable. property 
of a prescribed class, 


(g) an expenditure incurred at any time after the 
commencement of production from a foreign re- 
source property of the taxpayer in order to evalu- 
ate the feasibility of a method of recovery of pe- 
troleum, natural gas or related hydrocarbons from 
the portion of a natural reservoir to which the for- 
eign resource property relates, 


(h) an expenditure (other than a drilling expense) 
incurred at any time after the commencement of 
production from a foreign resource property of 
the taxpayer in order to assist in the recovery of 
petroleum, natural gas. or related, hydrocarbons 
from the portion of a natural reservoir to. which 
the foreign resource property relates, or 


(i) an expenditure incurred at any time relating to 
the injection of any substance to assist in the re- 
covery of petroleum, natural gas or related hydro- 
carbons from a natural reservoir; 
Related Provisions: 66(4) — Deduction for FEDE; 66.7(2) — 
Deduction to successor corporation; 80(8)(e) — Reduction of FEDE 


on debt forgiveness; 248(1)“foreign exploration and development 
expenses” — Definition applies to entire Act. 


History: The words “but does not include” and paras. (f) to (i), 
added to the definition “foreign exploration and development ex- 
penses” in subsec. 66(15) by 1997, c. 25, subsec. 13(27), applicable 
to taxation years that end after December 5, 1996. 

Pre-RSC History: The definition “foreign exploration and devel- 
opment expenses.” was para. 66(15)(e). See. Table of Concordance. 
Subpara. 66(15)(e)(iv) amended by 1988, c. 55, subsec. 41(3), to 
add “subject to. section 66.8”, applicable after June_.17, 1987. 


Subpara. 66(15)(e)(v):amended by 1985, c.'45, subsec’ 28(17), to 
delete the words “or property that would have been a foreign re- 
source property if it had been acquired by the taxpayer after 1971” 
which had followed “foreign resource property”, applicable with re- 
spect to.transactions occurring ‘in ‘taxation years Commencing after 
1984. 


Subpara. 66(15)(e)(iv) substituted by 1979, c. 5, subsec. 19(6). Sub- 
para. (e)(iv) formerly read: 


(iv) his share of the foreign exploration and development ex- 
penses incurred after 1971 by any association, partnership or 
syndicate in a fiscal period thereof, if at the énd of that fiscal 
period he was a member or partner thereof, and 


Subpara. 66(15)(e)(v) added by 1974-75-76, c. 26, subsec. an: 
applicable to 1974 et seq. 


Interpretation Bulletins: IT-109R2: Unpaid’ amounts. 


“foreign resource property” of a taxpayer means 
any property that would be a Canadian resource 
property of the taxpayer if the definition “Canadian 
resource property” in this subsection were read as if 
the references therein to “in’ Canada”. were read. as 
references to “outside Canada”; 
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Related Provisions: 18.1(1)“right to receive production” — for- 
eign resource property excluded from matchable expenditure rules; 
248(1)“foreign resource property” — Definition, applies. to entire 
Act. Y Corer 


Pre-RSC History: The definition “foreign resource property” ue 
para. 66(15)(f). 


Interpretation Bulletins: [T-125R4: aera aah of resource 


properties. 


“joint exploration corporation” means a principal- 


business corporation that has not at any time since its 
incorporation had more than 10 shareholders, not in- 
cluding any individual holding a share for the sole 
purpose of qualifying as a director; 


Related Provisions: 248(1)“Joint exploration corporation” — 
Definition applies. to entire Act, 


Pre-RSC History: The definition ‘Zoint exploration canteen 


was para. 66(15)(g). 


Interpretation Bulletins: IT-400: Bxplorution and cdbeel bondi 
expenses — meaning. of principal-business corporation. 


Advance Tax Ruling: ATR-60: Joint exploration corporations. 


“oil or gas well [para. 66(15)(g. Hr" — [Repealed 
under former Act] a HOOT ; 
Pre-RSC History: Para. 66(15)(g. 1). meee by 1986, c. 6, sub- 


sec. 30(2), applicable to taxation years cuaUte after March- “1985. 
Para. 66(15)(s. 1) formerly read: 


(g.1) “oil or gas well” — “oil or gas well” means any well - 
(other than an exploratory probe) drilled for the purpose of 
producing petroleum or natural gas or of determining the ex- 


istence, location, extent or quality of an accumulation’ of pe-'/> 


troleum or natural gas; 


Para. 66(15)(g.1); substituted by, 1980-81-82-83, c. 140; subsec. 
33(3), REREAD RS: after. 1980, . to add. “other than an epploiory 
probe.” 


Para. 66(15)(g; I) faded by 1980-81-82 83, c. 48, aibiee, 33(17), 
applicable after 1980. 


“original owner” of a Canadian resource property 
or a foreign resource property means a person 


(a) who owned the property and disposed of it to 
a corporation that acquired it in circumstances in 
which subsection 29(25) of the Income Tax Ap- 
plication Rules or subsection 66. 7(1), (2), 13 G) 
or (5) applies, or would apply if, the corporation 
had continued to own the property, to the COorpo- 
ration in respect of the property, and 


(b) who- would, but for subsection. 66. 7(12), (13) 
or (17), as the case may be, be entitled in comput- 
ing that person’s income for a taxation year end- 
ing after that person disposed of the property to a 
deduction under section 29 of the Income Tax Ap- 
plication Rules or subsection (2), (3) or (4), 
66.1(2) or (3), 66.2(2) or 66.4(2) of this Act in 
respect of expenses described in subparagraph 
29(25)(c)(i) or (i) of that Act, Canadian explora- 
tion and development. expenses, foreign explora- 
tion and development expenses, Canadian explo- 
ration expenses, Canadian development expenses 
or Canadian oil and gas property expenses: in- 
curred by the person. before the. DOTS aispased 
of the property; 
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Pre-RSC History: The ett 
66(15)(g.11). 


Para. 66(15)(g.11) added by 1987, c. 46, subsec. 18(7), applicable to 
taxation years ending after February 17, 1987. 


“original owner” was para 


“outlay” made before a particular time by a tax- 
payer, has the meaning assigned to the expression 
“expense” by this subsection; 


Pre-RSC History: The definition “outlay” was formerly “outlay” 
or “expense” in paras. 66(15)(g.2) and (g.3). 


Interpretation Bulletins: IT-503: Exploration and development 
shares. 


“predecessor owner” of a Canadian resource prop- 
erty or a foreign resource Property means a 
corporation 


(a) that acquired the property in circumstances in 
which subsection 29(25) of the Income Tax Ap- 
plication Rules or subsection. 66.7(1), (2),-(3); (4) 
or (5) applies, or would apply if the corporation 
had continued to.own the property, to the corpo- 
ration in respect of the property, 


(b) that disposed of the property to another corpo- 
ration that acquired it in circumstances in which 
subsection 29(25) of the Income Tax Application 
Rules or subsection 66.7(1), (2), (3), (4) or (5) ap- 
plies, or would apply if the other corporation had 
continued to own the property, to the other corpo- 
ration in respect of the property, and 


(c) that would, but for subsection 66.7(14), (15) 
or (17), as the case may be, be entitled in comput- 
ing its income for a taxation year ending after it 
disposed of the property to a deduction under 
subsection 29(25) of the Income Tax Application 
Riiles or subsection 66.7(1), (2), (3), (4) or (5) in 
respect of expenses incurred by an original owner 
of the property; 

Pre-RSC History: The definition “predecessor owner” was para. 

66(15)(g.4). 


Para. 66(15)(g.4), added by..1987, c. 46, subsec. 18(8), applicable to 
taxation years ending after February 17, 1987. 


“principal-business corporation” means a corpora- 
tion the principal business of which is any of, or a 
combination of, 


(a) the production, refining or marketing of petro- 
leum, petroleum products or natural gas, 


(a.1) exploring or drilling for petroleum or natu- 
ral gas, 

(b) mining or exploring for minerals, 

(c) the processing of mineral ores for the purpose 
of recovering metals or minerals from the ores, 


(d) the processing or marketing of metals or min- 
erals that were recovered from mineral ores and 
that include metals or minerals recovered from 
mineral ores processed by the corporation, 


(e) the fabrication of metals, 


(f) the operation of a pipeline for the transmission 
of oil or gas, 


451 


S. 66(15) pri 


(f.1) the production or marketing of calcium chlo- 
ride, gypsum, kaolin, sodium chloride or potash, 


(g) the manufacturing of products, where the 
manufacturing involves the processing of calcium 
chloride, gypsum, kaolin, sodium chloride or 
potash, 


(h) the generation of energy using teat de- 
scribed in Class 43.1 of Schedule II to the Income 
Tax Regulations, and 


(i) the development of projects for which itis rea- 
sonable to expect that at least 50% of the capital 
cost of the depreciable property to be used. in 
each project would be the capital cost of property 
described in Class 43.1 of Schedule II to the Jn- 
come Tax Regulations, 


or a corporation all or substantially all of the assets 
of which are shares of the ‘capital stock or indebted- 
ness of one or more principal-business corporations 
that are related to the corporation (otherwise than be- 
cause of a right referred to in paragraph 251(5)(b)); 


Related. Provisions: 66(2) — Expenses of special products cor- 
porations; 66.1(2) — Deduction for principal-business corporation; 
66.1(3) — Deduction for corporation that is a principal-business 
corporation solely under paras. (h) and (1); 115(4) — Non-resident’s 
income from Canadian resource property. See additional Related 
provisions at end of s. 66, 

History: Paras. (h) and (i) added to the definition “‘principal-busi- 
ness corporation” in subsec. 66(15) by 1997, c. 25, subsec. 13(28), 
applicable after December 5, 1996. 


The definition “principal-business corporation” in subsec. 66(15) 
substituted by 1994, :c..21, s. 28, epreae to Moree et Seq., Scent 
that 


(a) a corporation may elect that the amended definition not ap- 
ply to its 1993 to. 1996.taxation years by so notifying the Minis- 
ter of National Revenue in writing by December 31, 1994; and 


(b) it does not apply to transactions.and events that occur before 
the 1993 taxation year. 


The definition “principal-business corporation” formerly read: 


“principal-business corporation” means a corporation whose 
principal business is 


(a) production, refining or marketing of petroleum, petro- 
leum products or natural gas, or exploring or drilling for. 
petroleum or natural gas, 
(b) mining or exploring for minerals, .. 
(c) processing mineral ores for the purpose of recovering 
metals therefrom, 
(d) a combination of 
(1) processing mineral ores for the purpose of recov- 
ering metals therefrom, and 


(ii) processing metals recovered from the ores so 
processed, 


(e) fabricating metals, 


(f) operating a pipeline for the transmission of oil or nat- 
ural gas, or 


(g) production or marketing of sodium chloride or potash, 
or whose business includes manufacturing products the 
manufacturing of which involves processing sodium 
chloride ‘or potash, 

or a corporation all or substantially all of the assets of which 


are shares of the capital stock of one or more other corpora- 
tions that are related to the-corporation (otherwise than by 
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reason of a right referred to in paragraph-251(5)(b)) and 
whose principal business is described in any of paragraphs (a) 
to (g); 

Pre-RSC History: The definition “principal-business corpora- 

tion” was para. 66(15)(h). See Table of Concordance. 

All that portion of para. 66(15)(h) following subpara. (vii) added by 


1987, c. 46, subsec. 18(8.1), applicable to taxation years ending af- 
ter February 17, 1987. 


Subpara. 66(15)(h)(vii) added by 1974-75-76, c. 26, subsec. 35(24), 
applicable to 1974 et seq. 


Interpretation Bulletins: IT-400: Exploration and development 
expenses — meaning of principal-business corporation. 


Advance Tax Ruling: ATR-60: Joint exploration corporations. 


“production” from a Canadian resource property or 
a foreign resource property means. 


(a) petroleum, natural gas and related hydrocar- 
bons produced from the property, 


(b) heavy crude oil produced from the property 
processed to any stage that is not beyond the 
crude oil stage or its equivalent, 


(c) ore (other than iron ore or tar sands) produced 
from the property processed to any stage that is 
not beyond the prime metal. stage or its 
equivalent, 


(d) iron ore produced from the property 
processed to any stage that is not beyond the pel- 
let stage or its equivalent, 


(e) tar sands produced from the property 
processed to any stage that is not beyond the 
crude oil stage or its equivalent, and 


(f) any rental or royalty from the property com- 

puted by reference to the amount or value of the 

production of petroleum, natural gas or related 

hydrocarbons or ore; 
Pre-RSC History: The definition 
66(15)(h.01). 


Para. 66(15)(h.01) added by 1987, c. 46, subsec. 18(9), applicable to 
taxation years ending after February 17, 1987. 


“production” was para. 


“reserve amount” of a corporation for a taxation 
year in respect of an original owner or predecessor 
owner of a Canadian resource property means the 
amount determined by the formula 


A—B 
where 
A is the total of all amounts that are 


(a) required by subsection 59(2) to be in- 
cluded in computing the corporation’s income 
for the year, and 


(b) in respect of a reserve, deducted in com- 
puting the income of the original owner or 
predecessor owner and deemed by paragraph 
87(2)(g) or by virtue of that paragraph and 
paragraph 88(1)(e.2) to have been deducted 


e., those subsecs. of R:S.C..1952, c. 148,;.as amended. 
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by the corporation as a reserve in computing 
its income for a preceding taxation year, and 


B is the total of amounts deducted in computing the 
corporation’s income for the year by virtue of 
subsection 64(1), (1.1). or (1.2)? in respect of dis- 
positions. by the original owner or: predecessor 
owner, as the case may be; 

Related Provisions: 257 — Formula cannot calculate to Ae than 

ZeTo. : 

Pre-RSC History: The definition 

66(15)(h.02). 

Para. 66(15)(h.02) added by 1987, c. 46, subsec. 18(9), a atid to 

taxation years:ending after February 17, 1987: 


“reserve amount” was para. 


“selling instrument” in respect of Hose @avet 
shares means a prospectus, registration statement, of- 
fering memorandum, term sheet or other similar doc- 
ument that describes the terms of the offer (including 
the price and number of shares) pursuant to which a 
corporation offers to issue flow-through shares; 
Pre-RSC History: The depenittores ‘selling instrument” was para. 
66(15)(h.1). 


Para. 66(15)(h.1) added by 1986, c. 55, subsec.: 11(8), applicable 
with respect to,expenses. incurred after February 1986: 


“shareholder corporation’ of a joint exploration 


corporation means'a corporation that for the period. 


in respect of which the expression is being applied 
(a) was a shareholder of the joint exploration cor- 
poration, and 
(b) made a payment or loan to the joint explora- 
tion corporation in respect of Canadian explora- 
tion and development expenses, a, Canadian, ex- 
ploration. expense,, a ‘Canadian. development 
expense or a Canadian oil and gas property ex- 
pense incurred or to be incurred by the joint eX- 
ploration corporation. 

Pre-RSC History: The definition “shareholder corporation” was 

para. 66(15)(i). 


Subpara. 66(15)(i)Gi) substituted by 1984, c. 1, subsec. 27(10), ap- 
plicable to 1982 et seq., to substitute “a payment or loan” for “‘pay- 
ments” and to add “or to be incurred”. 


Subpara. 66(15)()(i) substituted by. 1980-81-82-83, c:, 48, subsec. 


33(18), to add reference to “or a Canadian oil and gas property ex-. 


pense”, 
LOTD: 
Subpara. 66(15)(i)Gi) substituted by 1974-75-76, c. 26, subsec. 
35(25), applicable :in respect of taxation’ years ending after: May 6, 
1974. Subpara. 66(15)(i)(i1) formerly read: _ ' 
(11) made payments to the joint exploration corporation in re- 
spect of Canadian exploration and development eHpereys in- 
curred by the joint exploration corporation. 


Para,.66(15)(i) substituted by 1973-74, c. 14, subsec, 18(6), splice 
ble to. 1972 et seq. 


Advance Tax Ruling: ATR- 60: Joint exploration corporations. 


(15.1) Application of subsecs. 66.1(6), 66.2(5), 
66.4(5) and 66.5(2) — The definitions’ in subsec- 
tions 66.1(6), 66.2(5), 66.4(5) and 66.5(2) apply to 
this section. 


applicable to taxation years ending after December 11, 


i 
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Origin of subsec. 66(15.1): R.S.C. 1985, c. 1 (Sth Supp.). For- 
merly contained.in the opening words to 66.1(6), 66.2(5), 66.4(5) 
and 66.5(2). 


(16) Partnerships — For the purposes of subsec- 
‘tions (12.6) to (12.73), the definitions “assistance” 
cand “flow-through share” in subsection (15) and sub- 
sections (18), (19) and 66.3(3) and (4), a partnership 
is deemed to be a person and its taxation year is 
deemed to be its fiscal period. 


History: Subsec. 66(16) amended by 1997, c. 25, subsec: 13(29), 
applicable to fiscal periods that end after 1995. Subsec..(16) for- 
merly read: 


(16) For the purposes of subsections (12.6) to (12.66), the 
definitions “assistance” and “flow-through share” in subsec- 
tion (15) and subsections (18), (19) and 66.3(3) and (4), a 
partnership shall be deemed to be a person and its taxation 
year shall be deemed to be its fiscal period. 


(17) Non-arm’s .length partnerships,— Where 
an expense would, but for paragraph (12.61)(b), be 
incurred: during the first 60 days of a calendar year 
by a corporation and the expense is deemed by sub- 
section (12.61) to be incurred by a partnership, the 
partnership and the corporation shall be deemed not 
to deal with each other at arm’s length throughout 
that period for the purposes of paragraph (12.66)(d) 
only where a share of the expense of the partnership 
is included because of paragraph (h) of the definition 
“Canadian exploration expense” in subsection 
66.1(6) in the Canadian exploration expense of the 
corporation or a member of the partnership with 
whom the corporation does not deal at arm’s length 
at any time during that period, 


History: Subsec. 66(16) amended to add reference to subsecs. (18) 
and (19), and subsec. 66(17) substituted, by 1994, c..7, Sch. II 
(1991, c. 49), subsec. 38(11), applicable to fiscal periods ending af- 
ter February 1986. Subsec. 66(17) formerly read: 


(17) Non-arm’s length partnerships — For the purpose of. 
paragraph (12.66)(d), where an expense incurred during a pe- 
riod by a corporation that is, but for this subsection, deemed 
by subsection (12.61) to be incurred by a partnership is attrib- 
utable directly or indirectly to a member of the partnership 
who does not deal with the corporation at arm’s length, the 
partnership and the corporation shall be deemed not to deal 
with each other at arm’s length during the period. 


Pre-RSC History: Subsecs. 66(16), (17) added by 1986, c. 55, 
subsec. 11(9), applicable with respect to fiscal periods ending after 
February 1986, 


(18) Members. of partnerships — For the pur- 
poses of this section, subsection 21(2), sections 59.1 
and 66.1 to 66.7, paragraph (d) of the definition “in- 
vestment expense” in subsection 110.6(1) and the 
descriptions of C and D in subsection 211.91(1), 
where a person’s share of an outlay or expense made 
or incurred by a partnership in a fiscal period of the 
partnership is included in respect of the person under 
paragraph (d) of the definition “foreign exploration 
and development expenses’’ in subsection (15), para- 
graph (h) of the definition “Canadian exploration ex- 
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pense” in subsection 66.1(6), paragraph (f) of the 
definition “Canadian development expense” in sub- 
section 66.2(5) or paragraph (b) of the definition 
“Canadian oil and gas property expense” in subsec- 
tion 66.4(5), the portion of the outlay or expense so 
included is deemed, except for the purposes of ap- 
plying the definitions “foreign exploration and de- 
velopment expenses”, “Canadian exploration ex- 
pense”, “Canadian development expense” and 
“Canadian oil and gas property expense” in respect 
of the person, to be made or incurred by the person 
at the end of that fiscal period. 


Related Provisions: 6(16) — Partnership deemed to be a person; 
66.1(7) — Canadian exploration expense — share of partner; 
66.2(6) — Canadian development expense — share of partner; 
66.4(6) — Canadian oil and gas property expense — share of part- 
ner; 96(1)(d) — Partnerships — no deduction at partnership level. 


History: Subsec. 66(18) amended by 1997, :c..25, subsec. 13(30), 
applicable to fiscal periods that end after 1996. Subsec. (18) for- 
merly read: 


(18) For the purposes of this section, subsection 21(2), sec- 
tions 59.1 and 66.1 to 66.7 and paragraph (d) of the definition 
“investment expense” in subsection 110.6(1), where a per- 
son’s share of an outlay or expense incurred by a partnership 
in a fiscal period thereof is included in respect of the person 
under paragraph (d) of the definition “foreign exploration and 
development expenses” in subsection (15), paragraph (h) of 
the definition “Canadian exploration expense” in subsection 
66.1(6), paragraph (f) of the definition “Canadian develop- 
ment expense” in subsection 66.2(5) or paragraph (b) of the 
definition “Canadian oil and gas property expense” in subsec- 
tion 66.4(5), the portion of the outlay or expense so included 
shall be deemed, except for the purposes of applying the defi- 
nitions “foreign exploration and development expenses”, 
“Canadian exploration expense”, “Canadian development ex- 
pense” and “Canadian oil and gas property expense” in re- 
spect of the person, to be made or incurred by the person at 
the end of that fiscal period. 


Subsec. 66(18) added by 1991, c.49, subsec. 38(12) applicable to 
fiscal periods ending after February 1986. 


(19) Renunciation by corporate partner, 
etc. — [New version effective 1999 —ed.] A cor- 
poration is not entitled to renounce under subsection 
(12.6), (12.601) or (12.62) to a person a specified 
amount in respect of the corporation where the cor- 
poration would not be entitled to so renounce the 
specified amount if 


(a) the expression “end of that fiscal period” in 
subsection (18) were read as “time the outlay or 
expense was made or incurred by the partner- 
ship”; and 


(b) the expression “‘on the effective date of the re- 
nunciation” in each of paragraphs (12.61)(a) and 
(12.63)(a) were read as “at the earliest time that 
any part of such expense was incurred by the 
corporation”. 


Related Provisions: 66(16) — Partnership deemed to be a per- 
son; 66(20) — Meaning of “specified amount”. 
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History: Subsec. 66(19) amended by ‘1997, c. 25, subsec. 13(31), 
applicable to renunciations made. after 1998. Subsec. (19) formerly 
read: 


(19) Renunciation by member of partnership, etc. — Not- 
withstanding subsections (12.6), (12.601), (12.62) and 
(12.64), where at any time a corporation 


(a) would, but for this subsection, be entitled to renounce 
under subsection (12.6), (12.601), (12.62) or (12.64) to 
another person 


* (1) all or part.of the corporation’s share of an outlay 
or. expense made or incurred by a partnership: of 
which the corporation is a member or former mem- 
ber at that time, or 


(ii) all or part of an amount renounced to the corpo- 
ration under subsection (12. a (12.601), (12. eee or 
(12.64), and 


(b) would not be entitled to so renounce the amount de- 
scribed in subparagraph (a)(1) or (ii) to the other person if 


(i) the expression “end of that fiscal period” in sub-* 
section (18) were read as “time the outlay or expense 
was made or incurred by the partnership”, and 


(ii) the expression “on the effective date of the re- 
nunciation” in each of paragraphs (12.61 )(a), 
(12.63)(a) and (12.65)(a) were read as “at the earliest 
time that any part of such expense was incurred by 
the corporation”, 


the corporation is, not entitled, to. renounce that amount. under 
subsection (12.6), (12.601), (12.62). or (12.64), as the case 
may be, at that time to the other person. 


Subsec. 66(19) amended by 1994, c. 8, subsec. 5(19), applicable to 
renunciations of outlays or expenses made or incurred after Decem- 
ber 2, 1992. Subsec. (19) formerly read: 


(19) Notwithstanding subsections (12.6), (12.62) and (12.64), 
where. at any time. a corporation 


(a) would, but for this subsection, be entitled to renounce 


@) all or, part of its share of an outlay or expense 
made or incurred by a partnership of which the cor- 
poration is a member or former member at that time, 
or 


(ii) all or part of an amount renounced to the corpo- 
ration under subsection (12.6), (12.62) or (12.64), 


under subsection (12.6), (12.62) or (12. 6) to another 
person, and 


(b) would, if 


(1) the expression “end of that fiscal period” in sub- 
section (18) were read as “‘time the outlay or expense 
was made or incurred by the partnership”, and 


(ii) the expression “on the effective date of the re- 
nunciation” in each of paragraphs (12.61)(a), 
(12.63)(a) and (12.65)(a) were read as “at the earliest 
time that any part of such ‘expense was incurred by 
the corporation”, 


not be entitled to so renounce the amount described in 
subparagraph (a)(i) or (ii) to the other person, 


the corporation is not entitled to renounce that amount under 
subsection (12.6), (12.62) or (12.64), as the case may be, at 
that time to the other person. 


Subsec. 66(19) added by 1994, c. 7, Sch. If (1991, c. 49), subsec. 
38(12) applicable to renunciations of outlays or expenses made or 
incurred after July 13, 1990, other than such outlays or expenses 
made or incurred pursuant to an agreement in writing entered into 
before July 14, 1990. 


tion” 
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(20) Specified amount — [Effective 1999:] For 
the purpose of subsection (19), a specified amount in 
respect of a corporation is an amount that represents 


(a) all or part of the corporation’s share of an out- 

lay or expense made or incurred by a partnership 

of which the corporation is a member. or arOnees 
--member; or 


(b) all or part of an amount renounced to the cor- 
poration under subsection (12.6), (12.601) or 
(12.62). 


History: Subsec. 66(20) added by 1997, c. 25, subsec. 13(31), ap- 
plicable to renunciations made after 1998. 


Related Provisions [s. 66]: 35(1)(e)— Prospectors and grub- 
stakers; 66.1(6), 66.2(5), 66.4(5) — Definitions; 66.7 — Successor 
rules; 66,8(1) — Resource expenses. of limited partner; 87(1.2) — 
Amalgamations — new corporation deemed continuation of prede- 
cessor; 88(1.5) — Winding-up — parent deemed continuation of 
subsidiary; 127.52(1)(e) — Addition to adjusted taxable income for 
minimum tax purposes; 209— Tax on carved-out income; 
248(16) — GST — input tax credit and rebate; 248(18)-— GST — 
repayment of input tax credit. 


Definitions [s. 66]: “acquired” — 256(7)-(9); “adjusted cost 
; “adjusted cumulative Canadian development 
expense” — 66(14.3); “affiliated” — 66(11.5), 251.1; “agreed por- 
— 66(15); “amount” — 248(1); “arm’s length” — 251(1); 
“assessment” — 248(1); “assistance” — 66(15), 79(4), 125.4(5), 
248(16),.248(18); “associated” — 256; “business” — 248(1); “cal- 
endar year” — Interpretation Act 37(1)(a); “Canada” — 255, Inter- 
pretation Act 8(2.1), (2.2); “Canadian corporation” — 89(1), 
248(1); “Canadian development expense” — 66.2(5), 248(1); “Ca- 
nadian exploration expense” — 66.1(6), 248(1); “Canadian explora- 
tion and development expenses” — 66(15), 248(1); “Canadian oil 
and gas property expense” — 66.4(5), 248(1); “Canadian resource 
property” — 66(15), 248(1); “capital gain” — 39(1), 248(1); “capi- 
tal property” — 54, 248(1); “control” — 256(7)-(9); “corpora- 
tion” — 248(1), Interpretation Act 35(1); “cumulative Canadian de- 
velopment expense” — 66(15.1), 66.2(5); “cumulative Canadian 
exploration expense” — 66(15.1), 66.1(6); “cumulative Canadian 
oil and gas property expense” — 66(15.1), 66.4; “cumulative offset 
account” — 66(15.1), 66.5(2); “depreciable property” — 13(21), 
248(1); “disposition” — 54, 66.4(5); “drilling or exploration ex- 
pense”, “expense” — 66(15); “fiscal period” — 66(16), 249(2), 
249.1; “flow-through share” — 66(15); “foreign exploration and de- 
velopment expenses”, “foreign resource property” — 66(15), 
248(1); “individual” — 248(1); “joint exploration corporation” — 
66(15); “majority interest partner’, “mineral resource”, “mineral”, 
“Minister”, “oil or gas well” — 248(1); “original owner”, “out- 
lay” a 
66(15); “prescribed” — 
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ites ” 


248(1); “principal-business corporation”, 
“production” — 66(15); “prohibited relationship” — 66(12.671); 
“property” — 248(1); “related” — 66(11.5), 251(2);.. “reserve 
amount” — 66(15); “restricted expense” — 66(15.1), 66.1(6); “sell- 
ing instrument” — 66(15); “share”, “shareholder” — 248(1); 
“shareholder corporation” — 66(15); “specified amount” — 66(20); 
“specified purpose” — 66(15.1), 66.1(6); “tar sands” — 248(1); 
“taxable capital amount’? — RSC1985cls5 66(12.6011); “taxable 
capital employed in Canada” — 66(12.6012); “taxation year” — 
66(16), 249; “taxpayer” — 248(1); “ 
35(1). 


I.T. Application Rules [s. 66]: 29, 30. 


Interpretation Bulletins [s. 66]: IT-143R2: Meaning of “eligible 
capital expenditure”. 


66.1 [Canadian exploration expenses] — (1) 
Amount to be included in income — There 
shall be included in computing the amount referred 
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to in paragraph 59(3.2)(b) in respect of a taxpayer 
for a taxation year the amount, if any, by which 


(a) the total of all amounts referred to in the de- 
scriptions of F to M in the definition “cumulative 
Canadian exploration expense” in subsection (6) 
that are deducted in computing the taxpayer’s cu- 
mulative Canadian exploration expense at the end 
of the year see 


exceeds the total of 


(b) all amounts referred to in the descriptions of 
A to E.1 in the definition “cumulative Canadian 
exploration expense” in subsection (6) that are in- 
cluded in computing the taxpayer’s cumulative 
Canadian exploration expense at the.end of the 
year, and 


(c) the total determined under subparagraph 
66.7(12.1)(a)(@) in respect of the taxpayer for the 
year. 


Related Provisions: 59(3.2)(b) — Income inclusion; 66.7(1) — | 


Successor of Canadian exploration and development expenses; 
87(1.3) — Amalgamations — shareholder corporation. See addi- 
tional Related provisions and Definitions at’end of s. 66.1. 


History: Subsec. 66.1(1) substituted by 1994, c. 7; Sch. II (1991, c. 

49), subsec. 39(1), applicable to taxation years ending after Febru- 
ary 17, 1987, except that with respect to:such taxation years begin- 
ning before February 18, 1987, the reference to “E.1” in para. (b) 
shall be read as “D”. Subsec. (1) formerly. read: 


66.1 (1) A taxpayer shall include, in computing the amount 
referred to in paragraph 59(3.2)(b), the amount, if any, by 
which 


(a) the total of all amounts referred to in the descriptions 
of F to M in the definition “cumulative Canadian explo- 
ration expense” in subsection (6) that would be taken into 

- account in computing the taxpayer’s cumulative Cana- 
dian, exploration expense at the end of the year 


exceeds 


(b) the total of all amounts referred to in the descriptions 
of A to D in the definition referred to in paragraph (a) 
that would be taken into account in computing the tax- 
payer’s cumulative Canadian exploration expense at the 
end of the year. 


Pre-RSC History: Para. 66.1(1)(a) amended by 1987, c. 46, sub- 
sec. 19(1), to substitute “(6)(b)(v) to (xi1)” for “(6)(b)(v) to (x1)”, 
applicable to taxation years ending after February 17, 1987. 


Para, 66.1(1)(a) amended by 1986, c. 55, subsec. 12(1), to substitute 
“(xi)” for “(x)”, applicable with respect to expenditures made after 
November 1985. 


Para. 66.1(1)(a) amended by 1986, c.-2; subsec. 17(1), applicable to 
1985 et seq., to substitute “(x)” for “(ix)”. 


Para. 66.1(1)(a) substituted by 1980-81-82-83, c. 48, subsec. 34(1), 
to add reference to subparagraph 6(b)(ix), applicable to 1981 et seq. 


(2) Deduction for certain principal-business 
corporations — In computing the income for a 
taxation year of a principal-business corporation 
(other than a corporation that would not be a princi- 
pal-business corporation if the definition “principal- 
business corporation” in subsection 66(15) were read 
without reference to paragraphs (h) and (i) of that 
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definition), there may be deducted any amount that 
the corporation claims not exceeding the lesser of 


(a) the total of 


(i) the amount, if any, by which its cumulative 
Canadian exploration expense at the end of 
the year exceeds the amount, if any, desig- 
nated by it for the year under subsection 
66(14.1), and 


(11) the amount, if any, by which 


(A) the total determined under subpara- 
graph 66.7(12.1)(a)(i) in respect of the cor- 
poration for the year 


exceeds 


(B) the amount that would be determined 
under subsection (1).in respect of the cor- 
poration for the year, if that subsection 
were read without reference to paragraph 
(c) thereof, and 


(b) the amount, if any, by which 


(i) the amount that would be its income for the 
year if no deduction (other than a prescribed 
deduction) were allowed under this subsection 
or section 65 


exceeds 


(ii) the total of all amounts each of which is an 
amount deducted by the corporation under 
section 112 or 113 in computing its taxable in- 
come for the year. 


Related Provisions: 65 — Allowance for oil or gas well, mine or 
timber limit; 66— Exploration and development expenses; 
66.1(3) — Deduction for other taxpayers; 66.7(1) — Successor of 
Canadian exploration and development expenses; 209 — Tax on 
carved-out income. See additional Related provisions and Defini- 
tions at end of s. 66.1. 


History: The opening words of subsec. 66.1(2) amended by 1997, 
c. 25, subsec. 14(1), applicable. to taxation years that end.after De- 
cember 5, 1996. The opening words formerly read: 


(2) Deduction for principal-business corporation — In 
computing the income of a principal-business corporation for 
a taxation year, there may be deducted any amount that the 
corporation claims not exceeding the lesser of 


Subsec. 66.1(2) amended by 1994, c. 8, subsec. 6(1), applicable to 
taxation years ending after December 2, 1992. Subsec. (2) formerly 
read: 


(2) In, computing its income for a taxation year, a taxpayer 
that is a principal-business corporation 


(a) shall deduct an amount equal to the lesser of 


(i) the amount, if any by which its cumulative Cana- 
dian exploration expense at the end of the year ex- 
ceeds the amount, if any, designated by it for the 
year under subsection 66(14.1), and 


(ii) its income for the year (computed without refer- 
ence to subsection 59(3.3)) if no deduction (other 
than a prescribed deduction) were allowed under this 
subsection or section 65 minus the deductions al- 
lowed for the year by sections 112 and 113; and 


(b) may deduct such amount as it claims not exceeding 
the total of 


(i) the lesser of 
(A) the amount, if any, by which 
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(1) the total determined under subparagraph 
66.7(12.1)(a)(i) in respect of the taxpayer for 
the year 


exceeds 


(II) the amount that would, but for paragraph 
(1)(c), be the amount determined under sub- 
section (1) in respect of the taxpayer for the 
year, and 


(B) the amount, if any, by which 


(I) the amount, if-:any, determined under 
subparagraph (a)(ii) in respect of the tax- 
payer for the year 


exceeds 


(II) the amount, if any, deducted under para- 
graph (a) by the taxpayer for the year, and 


(ii) the least of 


(A) the total of amounts included under subsec- 
tion 59(3.3) in computing its income for the 
year, 


(B) the total of 


(I) the amount, if any, by which the amount 
determined under subparagraph. (a)(i) in re- 
spect of the taxpayer for the year exceeds 
the amount determined under subparagraph 
(a)Gi) in respect of the taxpayer for the year, 
and 


(IJ) the amount, if any, by which the amount 
determined under clause (i)(A) in respect of 
the taxpayer for the year exceeds the amount 
determined under clause (i)(B) in respect of 
the taxpayer for the year, and 


(C) the amount that would be determined under 
subparagraph .(a)(il) in respect of the taxpayer 
for the year if that subparagraph were read with- 
out reference to the expression “(computed with- 
out reference to subsection 59(3.3))”. 


Para. 66.1(2)(b) substituted by 1994, c. 7, Sch. If (1991, c. 49), sub- 
sec. 39(2), applicable to taxation years ending after February 17, 
1987. Para. (b) formerly read: 


(b) may deduct such amount as it may claim not exceeding 
the least of 


(1) the total of amounts required to be included in com- 
puting its income for the year by virtue of subsection 
59(3:3); 


(ii) the amount, if any, by which the amount described in 
subparagraph (a)(i) exceeds the amount described 1 in sub- 
paragraph (a)(11), and 

(iii) the amount that would be determined under subpara- 
graph (a)(ii) if that subparagraph were read without refer- 


ence to “(computed without reference to subsection 
59(333)3:?. 
Pre-RSC History: Subpara. 66.1(2)(a)(i) substituted by 1986, c. 2, 


subsec. 17(2), applicable to 1985. et seg. Subpara (a)(i) formerly 
read: 


(i) its cumulative Canadian exploration expense at the end of 
the year, and 


Subsec. 66.1(2) substituted by 1980-81-82-83, c. 48, subsec. 34(2), 
applicable to taxation years late after December 1, 1979. Sub- 
sec. (2) formerly read: 


(2) A taxpayer that is a principal-business corporation shall 
deduct in computing its income for a taxation year an amount 
equal to the lesser of 


(a) its cumulative Canadian exploration expense at the 
end of the year; and 
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(b) its income. for the year if no deduction. were allowed 
under this subsection or section 65, minus the deductions — 
allowed for the year by sections 112 and 113. 


Para. 66.1(2)(b) substituted by 1977-78, c. 1, subsec. 30(1), applica- 
ble to taxation years ending after May 6, 1974. Para. (b) formeahy 
read: 


' (b) its income for the year if no deductions. were allowed 
under this subsection or section 65, minus the deductions al- 
lowed for the year by subsections (4) and (5) and sections 66, 
112 and 113. 


Regulations: 1213 (prescribed deduction). 
Interpretation Bulletins: IT-400: Exploration and development 
expenses — meaning of principal-business corporation. 


Advance Tax Ruling: ATR-59: Financing exploration and devel- 
opment through limited partnerships. 


(3) Expenses of other taxpayer — In computing 
the income for a taxation year of a taxpayer that is 
not a principal-business corporation, or that is a cor- 
poration that would not be a principal-business cor- 
poration if the definition “principal-business corpo- 
ration” in subsection 66(15) were read without 
reference to paragraphs (h) and (i) of that definition, 
there may be deducted such amount as the taxpayer 
claims not exceeding the total of 


(a) the amount, if any, by which the taxpayer’s 
cumulative Canadian exploration expense at the 
end of the year exceeds the amount, if any, desig- 
nated by the taxpayer for the year under subsec- 
tion 66(14.1), and 


(b) the amount, if any, by which 


(i) the total determined under subparagraph 
66.7(12.1)(a)(i) in respect of the taxpayer for 
the year 


exceeds 


(i1) the amount that would, but for paragraph 
(1)(c), be the amount determined under sub- 
section (1) in respect of the taxpayer for the 
year. 


Related Provisions: 110.6(1)“investment expense”(d) — effect 
of claim under 66.1(3) on capital gains exemption. See additional 
Related provisions and Definitions at end.of s. 66.1. 


History: The opening words of subsec. 66.1(3) amended by 1997, 
c. 25, subsec. 14(2), applicable to taxation years that end after De- 
cember 5, 1996. The opening words formerly read: 


(3) In computing the income of a taxpayer (other than a prin- 
cipal-business corporation) for a taxation year, there may be 
deducted such amount as the taxpayer claims not exceeding 
the total of 


Subsec. 66.1(3) substituted by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 39(3), applicable to taxation years ending after February 17, 
1987. Subsec. (3) formerly read: 


(3) A taxpayer other than a. principal-business corporation 
may deduct, in computing the taxpayer’s income for a taxa- 
tion year, such amount as the taxpayer may claim not exceed- 
ing the amount, if any, by which the taxpayer’s cumulative 
Canadian exploration expense at the end of the year exceeds 
the amount, if any, designated by the taxpayer for the year 
under subsection 66(14.1): 
Pre-RSC History: Subsec. 66.1(3) amended by 1986, c. 2, subsec. 
17(3), applicable to 1985 et seqg., to add “the amount, if any, by 
which” and “exceeds the amount, if oy) Jaibiihk by him for the 
year under subsection 66(14.1)”. 


456 


Subdiv. e — Deductions in Computing Income S. 66.1(4) 


Subsec. 66.1(3) substituted by 1985, .c.45, subsec. 29(1), gota 
to. 1985, et seg. Subsec. (3) formerly read: 


(3) Deduction for Canadian exploration expense of 
others — A taxpayer who is an individual or a corporation, 
other than a principal-business corporation, may deduct in 
computing his income for a taxation year such amount as he 
may claim not exceeding the aggregate of 


All that portion of cl..66.1(3)(b)(ii)(B) following subcl. (V) substi- 
tuted by. 1977-78, c. 1; subsec. 30(2), camper to taxation years 
ending after May 6, 1974. . 


Subsec. 66.1(3) substituted by 1976-77, c. 4, subsec. 24(1), applica- 
ble to taxation years ending after May 25, 1976. Subsec. (3) for- 
merly read: 


(3) A taxpayer who is an individual or ’a corporation, other 
than a principal-business corporation, may deduct in comput- 
ing his income for a taxation year such amount as he may 
‘claim not exceeding 30% of his cumulative Canadian explo- 
ration expense at the end of the year. 


Advance Tax Ruling: ATR-59: Financing exploration and devel- 
opment through limited partnerships. 


(a) the lesser of 
(i) the amount, if any, by which his Canadian explo- 
_ Tation expense incurred after May 25, 1976 exceeds 
the aggregate of all amounts claimed by him under 
this paragraph in a previous taxation year, and ~ 
» (ii) the, amount of his cumulative Canadian explora- 
tion expense at the end of the hans and 


‘(b) the lesser of» 


(i) the amount by which his cumulative Canadian ex- 
ploration expense at the end of the year exceeds the 


(4) [Repealed under former Act]. 


Pre-RSC History: Subsec. 66.1(4) repealed by 1987, c. 46, sub- 
sec, 19(2), applicable to taxation years ending after February 17, 
1987. Subsec. (4) formerly read: 


amount described in subparagraph (a)(i), and 
1,9 (ii) the. greater of 


(A) 30% of the amount by which his cumulative 
Canadian exploration expense at the end of the 
“year exceeds the amount described in subpara- 
graph (a)(1), and 


(B) the amount, if any, by which the aggregate 
of 


(I) such part of his income for the taxation 
year as may reasonably be regarded as. at- 
tributable to the production of petroleum or 
natural gas from wells in Canada or to the 
production of minerals from mines in 
Canada, 


(If) his income for the taxation year from 
royalties in respect of an oil or gas well in 
Canada or a mine in Canada, 


(Il) the aggregate of amounts included in» 
computing his income for the year by virtue 
of paragraph 59(3.2)(b) or (c), and 


(IV) the aggregate of amounts included in 
computing his income for the year by virtue 
of any. of paragraphs 59(2)(a), (c) and (d) 
_and subsection 59(2.1) 


would exceed 


(V) the aggregate of amounts deducted in 
computing his income for the year under 
subsection 64(1) in respect of property de- 
scribed in paragraph 59(1.2)(b) or under 
subsection 64(1.1) or (1.2), 


if no deduction. were allowed under this subsec- 
tion or section 65. 


(4) Successor corporation’s Canadian exploration ex- 
pense — Where a corporation (in this subsection referred to 
as the “successor corporation’) has at.any time after May 6, 
1974 acquired, by purchase, amalgamation, merger, winding- 
up or otherwise (other than pursuant to an amalgamation that 
is described in subsection 87(1.2) or a winding-up to which 
the rules in subsection 88(1) apply), from another person (in 
this subsection referred to as the “predecessor”) all or sub- 
stantially all of the Canadian resource properties of the prede- 
cessor and (except in the case of an amalgamation or a wind- 
ing-up) the predecessor and the successor corporation have 
jointly elected in prescribed form on or before the day that is 
the earlier of the days on or before which either taxpayer 
making the: election is required to file a return ofincome pur- 
suant to section 150 for the taxation year in which the trans- 
action to which the election relates occurred, there may be 
deducted by the successor corporation in computing its in- 
come under this Part for a taxation year such amount as it 
may claim not exceeding the lesser of 


(a) the aggregate of 


(i) the cumulative Canadian exploration expense of 
the predecessor, determined at the time immediately 
after the properties were so acquired by the successor 
corporation, and 


(ii) all amounts required to be ndidou under aatapraph 
(10)(c) to the cumulative Canadian exploration ex- 
pense of the predecessor in respect of the successor 
corporation at any time before the end of the year, 


to the extent that it has not been deducted by the succes- 
sor corporation in computing its income for a preceding 
taxation year and has not been deducted by the predeces- 
sor in computing his income for any taxation year or des- 
ignated by the predecessor pursuant to subsection 
66(14.1) for any taxation year, and 


Subpara. 66.1(3)(a)(i), subcl. 66.1(3)(b)(ii)(B)(V) substituted by 
1980-81-82-83, c. 48, subsecs. 34(3), (4), applicable, as to subcl. 
66.1(3)(b)(ii)(B)(V), to taxation years ending after December 11, 
1979. Subpara. (a)(i) and subcl. (b)(ii)(B)(V) formerly read: 


(i) the amount by which his Canadian exploration expense in- 
curred after May 25, 1976 and before 1982 except the aggre- 
gate of all amounts claimed by virtue of this paragraph in a 
previous taxation year, and 


(b) the amount that is equal to such part of its income for 
the year, if no deduction were allowed under. this section, 
section 65 or 66 or the Income Tax Application Rules, 
1971 in respect of this paragraph (minus the deductions 
allowed for the year by subsections (5) and 66(2), (6) and 
(7), sections 112 and 113 and the provisions of the /n- 
come Tax Application Rules, 1971 allowing a deduction 
for the purposes of this paragraph), as may reasonably be 
regarded as attributable to 


(i) the amount included in computing its income for 
the year under paragraph 59(3.2)(c) that may reason- 
ably be regarded as being attributable to the disposi- 
tion in the year or a preceding taxation year of any 
Canadian resource property owned by the predeces- 
sor immediately before the acquisition of the prop- 
erty by the successor corporation to the extent that 


(V) the aggregate of amounts deducted in computing his 
income for the year, under paragraph 64(1)(a) in respect 
of property described in subsection 59(1.1), under para- 
graph 64(1)(b) or under subsection 64(1.1), 


Subpara. 66:1(3)(a)(i) substituted by 1979, c. 5, subsec. 20(1), to 
substitute “1982” for “July 1979”. 
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the proceeds of such disposition have not been in- 
cluded in determining an amount under this subpara- 
graph for a preceding taxation year or in determining 
an amount under subparagraph (5)(b)(i) in the year 
ora preceding taxation year, 


(ii) the production of petroleum or Btls! gas from 
natural accumulations thereof.or from oil or gas 
wells, or the production of minerals from mines, situ- 
ated on property in Canada in respect. of which the 
predecessor had, immediately before the acquisition 
by the successor corporation of the property so ac- 
quired, an interest or a right to take or remove petro- 
leum or natural gas or a right to take or remove min- 
erals, and 


(i11) the amount, 1f any, by which the aggregate of all 
amounts each of which is an amount 


(A) required by subsection 59(2) to be included 
in computing its income for the year, and 


(B) in respect of a reserve deducted: in comput- 
ing the predecessor’s income and deemed by 
paragraph 87(2)(g) or by virtue of that paragraph 
and paragraph 88(1)(e.2) to have been deducted 
by the successor corporation as a reserve in com- 
puting its income for a preceding year 


exceeds the aggregate of amounts, if any, deducted 

“in computing the successor corporation’s income for 
the year by virtue of subsection 64(1), (1.1) or (1.2) 
in respect of dispositions of property by. the 
predecessor; 


and, in respect of any expense included in the aggregate 
referred to in paragraph (a), no deduction may be made 
under this section by the predecessor in computing ‘his 
income for a' taxation year subsequent to his taxation year 
in which the property was acquired by the successor 
corporation. 


Para. 66.1(4)(a) subsstiinted by 1986, c.55, subsec. 12(2), applicable 
with respect to expenses incurred after March 1987. Para. (a) for- 
merly. read: 


(a) the cumulative Canadian exploration expense of: the pred- 
ecessor, determined at the time immediately after the proper- 
ties were so acquired by the successor corporation; to the ex- 
tent that it has not been deducted by the successor corporation 
in computing its income for a preceding taxation year and has 
not been deducted by the predecessor in computing his in- 
come for any taxation year or designated by the predecessor 
pursuant to subsection 66(14.1) for any taxation year, and 


All that portion of subsec. 66.1(4) following para. (b) amended by 
1986, c..55, subsec. 12(3), to substitute “aggregate” for “cumulative 
Canadian exploration expense”, and “the property was acquired” for 
“the property so acquired was acquired”, applicable with respect to 
expenses incurred after March 1987. 


Subpara. 66:1(4)(b)(ii) substituted by 1986, c. 6, subsec. 31(2), ap- 
plicable to taxation years ending after March 1985, to add “natural 
accumulations thereof or from oil or gas”. 


Para. 66.1(4)(a) substituted by 1986, c. 2, subsec. 17(4), applicable 
to 1985 et seg. Para. (a) formerly read: 


(a) the cumulative Canadian exploration expense of the pred- 
ecessor, determined at the time immediately after the property 
so acquired was acquired by the successor corporation, to the 
extent that it has not been deducted by the successor corpora- 
tion in computing its income for a previous taxation year and 
has not been deducted by the predecessor in computing his 
income for any taxation year; and 


All that portion of subsec. 66.1(4) preceding para. (a) substituted by 
1985, c. 45, subsec. 29(2), applicable with respect to acquisitions 
occurring after 1982 except that with respect to such acquisitions 
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occurring after 1982 and in a taxation year commencing before 
1985, the reference to “Canadian resource properties of the prede- 
cessor’ shall be read as.a reference to “property of the predecessor 
used by him in carrying on in Canada such of the businesses de- 
scribed in subparagraphs 66(15)(h)(i). to (vii) as were carried on by 
him”. That portion of subsec.. (4) formerly read: ., 


(4) Where a corporation (in this subsection referred to as the 
“successor corporation”) has, at any time after May 6, 1974, 
acquired, by purchase or otherwise (including an acquisition 
as a result of an amalgamation described in section 87), from 
another person (in, this subsection referred to as the “prede- 
cessor”) all or substantially all of the property of the prede- 
cessor used by him in carrying on in Canada such of the busi- 
nesses described in any of subparagraphs 66(15)(h)(i) to (vii) 
as were carried on by him, and (except in the case of an amal- 
gamation or a winding-up) the predecessor and the successor 
corporation have jointly elected in prescribed form on or 
before the day that is the earlier of the days on or before 
which either taxpayer making the election is required to file a 
return of income pursuant to section 150 for the taxation year 
in which the transaction to which the election relates oc- 
curred, there may be deducted by the successor corporation in 
computing its income under this Part for a taxation year, such 
amount as it may claim not exceeding the lesser of 


Subpara. 66.1(4)(b)(i) substituted by 1985, c. 45, subsec. 29(3), ap- 
plicable to taxation years commencing after 1984. Subpara. (b)(i) 
formerly read: 


(i) the disposition of any property described in any of subpar- 
agraphs 66(15)(c)(@) to (vii) owned by the predecessor imme- 
diately before the acquisition by the successor corporation of © 
the property so acquired, 


Cl. 66.1(4)(b)Gii)(A) amended by 1985, c. 45, subsec. 24(8), to de- 
lete a reference to subsection 59(2.1), applicable to taxation years 
commencing after 1984. 


All that portion of subsec. 66.1(4) preceding para. (b), subparas. 
66.1(4)(b)(i) to (iii); all that portion of subsec. 66.1(4) following 
para. (b) substituted by 1984, c: 1, subsecs. 28(1), (2), applicable 
with respect to acquisitions of property by a successor corporation 
from a predecessor after April 19, 1983. Those portions and sub- 
paras. formerly read: 


(4) Where a corporation (in this subsection referred to as the 
“successor corporation’) has, at any time after May 6, 1974, 
acquired, by purchase or otherwise (including an acquisition 
as a result of an amalgamation described in section 87), from 
another corporation (in this subsection referred to as the 
“predecessor corporation’) all or substantially. all of the prop- 
erty of the predecessor corporation used by it in carrying on 
in Canada such of the businesses described in any of subpara- 
graphs 66(15)(h)(1) to (vii) as were carried on by it, and (ex- 
cept in the case of an amalgamation or a winding-up) the 
predecessor corporation and the successor corporation have 
jointly elected in prescribed form on or before the day that is 
the earlier of the days on or before which either taxpayer. 
making the election is required to file a return of income pur- 
suant to section 150 for the taxation year in which the trans- 
action to which the election relates occurred, there may be 
deducted by the successor corporation in computing its in- 
come under this Part for a taxation year, such amount as it 
may claim not exceeding the lesser of 


(a) the cumulative Canadian exploration expense of the 
predecessor corporation, determined at the time immedi- 
ately after the property so acquired was acquired by the 
successor corporation, to the extent that it has not been 
deducted by the successor corporation in computing its 
income for a previous taxation year and has not been de- 
ducted by the predecessor corporation in: computing its 
income for any taxation year; and: 
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(i) the disposition of any property described in any of 

subparagraphs 66(15)(c)(1) to (vii) owned by the 

predecessor corporation immediately’ before the ac- 
‘quisition by the successsor corporation of the prop- 
“erty so acquired, 


(11) the production of petroleum or natural gas from 
wells, or the production of minerals from mines, situ- 
ated on property in Canada in respect of which the 
predecessor corporation had, itnmediately before the 
acquisition by the successor corporation of the prop- 
erty so acquired, an interest or a right to take or re- 
move petroleum or natural gas ora si to take or 
remove minerals, and 


(iii) the amount, if any, by which the aggregate of all 
amounts each of which is an amount 


(A) required by subsection 59(2) or (2.1) to be 
included in COmpULE its income for the year, 
and 


(B) in respect of a reserve deducted in comput- 
ing the predecessor corporation’s income and 
deemed by paragraph 87(2)(g) or by virtue of 
that paragraph and paragraph 88(1)(e.2) to have 
been deducted by the successor corporation as a 
reserve in computing its income for a preceding 
year, 


exceeds the aggregate of amounts, if any, deducted 
in computing the successor corporation’s income for 
the year by virtue of subsection 64(1), (1.1) or (1.2) 
in respect of dispositions of property by the prede- 
cessor corporation; 


and, in respect of any expense included in the cumulative 
Canadian exploration expense referred to. in paragraph 
(a), no deduction may be made under this section by the 
predecéssor corporation in computing its income for a 
taxation year subsequent to its taxation year in which the 
property so aecitsd was sear by the successor 
corporation. 


Subpara. 66. 1(4)(b)G) and all that portion of subpara. 66.1(4)(b)(iii) 
following cl. (B) substituted by. 1980-81-82-83, c, 48, subsecs. 
34(5), (6), applicable to taxation years ending after December 11, 
1979, to substitute “(vii)” for “(vi)” in subpara. 66.1(4)(b)(ii) and to 
add reference to subsec. (1.2) in that portion. 


All that portion of subsec. 66.1(4) preceding para. (a) substituted, 
subpara. 66.1(4)(b)(ili) added by 1979, c. 5, subsecs. 20(2), (3) ap- 
plicable, as to that portion, with respect to acquisitions of property 
after November 16, 1978 and, as to subpara. 66.1(4)(b)(iii), to 1979 
et seq. That portion formerly read: | 


(4) Where a corporation (in this subsection referred to as. the 
“successor corporation”) has, at any time after May 6, 1974, 
acquired, by purchase or otherwise (including an acquisition 
as a result of an amalgamation described in section 87), from 
another corporation (in this subsection referred to as the 
“predecessor corporation”) all or substantially all of the prop- 
‘erty of the predecessor corporation used by it in carrying on 
in Canada such of the businesses described in any of subpara- 
graphs 66(15)(h)(i) to (vii) as were carried on by it, there may 
be deducted by the successor corporation in computing its in- 
come under this Part fora taxation year, such amount as it 
may claim not exceeding the lesser of 


Subsec. 66.1(4) substituted by 1977-78, c. 1, subsec. 30(3), applica- 
ble to 1977 et seq. Subsec. (4) formerly read: 


(4) Where a corporation (in this subsection referred to as the 
“successor corporation’) has, at any time after May 6, 1974, 
acquired by purchase or otherwise (including an acquisition 
as‘a result of an amalgamation described in subsec. 87(1)) 
from another corporation (in this subsection referred to as the 
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“predecessor corporation’) all or substantially all of the prop- 
erty of the predecessor corporation used by it in carrying on 
in Canada its business, there may be deducted by the succes- 
sor corporation in Sie ee its income under this Part for a 
taxation year 


(a) where the successor corporation is a principal-busi- 
ness corporation, the lesser of 


(i) the cumulative Canadian exploration expense of 
the predecessor corporation to the extent that such 
expense 


(A) was deductible but not deducted Hi the suc- 
cessor corporation in computing its income for a 
‘previous taxation year, and was not deducted by 
thé predecessor corporation in computing its in- 
come for the taxation year in which the property 
so acquired was acquired by the successor cor- 
poration or its income ‘for a previous taxation 
» year, and 


(B) would have been deductible but was not de- 
ducted by the predecessor corporation in com- 
puting its income for the taxation year in which 
the property so acquired was acquired by the 
successor corporation, and. 


(ii) of the cumulative Canadian exploration expense 
referred to in subparagraph (i), an amount equal to 
such part of its income for the year if no deduction 
were allowed under this section, section 65 or the /n- 
come’Tax Application Rules, 1971 in respect of this 
paragraph (minus any deductions allowed for the 
year by sections 66, 66.2,.112 and 113 and the provi- 
sions of the Jucome Tax Application Rules, 1971 al- 
lowing a deduction for the purposes of this para- 
graph), as may reasonably. be regarded as attributable 
to the production of petroleum or natural: gas from 
wells, or the production of minerals froni mines, situ- 
ated on property in Canada from which the predeces- 
sor corporation, had, immediately before the acquisi- 
tion by the successor corporation of the. property so 
acquired, a right to take or remove petroleum or nat- 
ural gas or a right to take or remove minerals; and 


(b) where the successor corporation is not a principal- 
business corporation, the lesser of 


(i) 30% of the amount referred to in subparagraph 
(a)(i), and 


(ii) the amount of income referred to in subparagraph 
(a)(i), ; | 

and, in respect of any such expense included in the cumula- 

tive Canadian exploration expense referred to in subpara- 

graph (a)(i), no deduction may be made under this section by 

the predecessor corporation in computing its income for a 

taxation year subsequent to its taxation year in which the 


. property so acquired was acquired by the successor 


corporat mn. 


(5) [Repealed under former Act] 


Pre-RSC History: Subsec. 66.1(5) repealed by 1987, c. 46, sub- 
sec, 19(2), applicable to. taxation years.ending after February 17, 
1987. Subsec. (5) formerly read: 


(5) _Second..successor corporation’s Canadian 
exploration expenses — Where a corporation, (in this sub- 
section referred to as the “second successor corporation’) has 
at any time after May 6, 1974 acquired, by purchase, amalga- 
mation, merger, winding-up or otherwise (other than pursuant 
to an amalgamation that is described in subsection 87(1.2) or 
a winding-up to which the rules in subsection 88(1) apply), 
from another corporation (in this subsection referred to as the 
“first successor corporation”) that was a successor corpora- 
tion, within the meaning of subsection (4), all or substantially 
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all of the Canadian resource properties of the first successor 
corporation and (except in the case of an amalgamation or a 
winding-up) the first successor corporation and the second 
successor corporation have jointly elected in prescribed form 
on or before the day that is the earlier of the days on or before 
which either taxpayer making the election is required to file a 
return of income pursuant to section 150 for the taxation year 
in which the transaction to which the election relates oc- 
curred, there may be deducted by the second successor corpo- 
ration in computing its income under this Part for a taxation 
year such amount as it may claim not exceeding the lesser of 


(a) the aggregate of 


(1) the amount determined under paragraph (4)(a) for 
the first successor corporation at the time immedi- 
ately after the property so acquired was acquired by 
the second successor corporation, and 


(ii) all amounts required to be added under paragraph 
(11)(b) to the cumulative Canadian exploration ex- 
pense of the first successor corporation in respect of 
the second successor at any time before the end of 
the year, 


to the extent that it has not been deducted by the second 
successor corporation in computing its income for a pre- 
ceding taxation year and has not been deducted by the 
first. successor corporation in computing its income for 
any taxation year; and 


(b) the amount that is equal to such part of its income for 
the year, if no deduction were allowed under this section, 
section 65 or 66 or the Income Tax Application Rules, 
1971 in respect of this paragraph (minus the deductions 
allowed for the year by subsections 66(2) and (7), sec- 
tions 112 and 113 and the provisions of the Income Tax 
Application Rules, 1971 allowing a deduction for the pur- 
poses of this paragraph), as may reese be regarded 
as attributable to 


(i) the amount included in computing its income for 
the year under paragraph 59(3.2)(c) that may reason- 
ably be regarded as being attributable to the disposi- 
tion in the year or a preceding taxation year of any 
Canadian resource property owned by the predeces- 
sor, within the meaning of subsection (4), of the first 
successor corporation immediately before the acqui- 
sition by the first successor corporation of the prop- 
erty so acquired by the second successor corporation 
to the extent that the proceeds of such disposition 
have not been included in determining an amount 
under this subparagraph for a preceding taxation 
year, 


(ii) the production of petroleum or natural gas from 
natural accumulations thereof or from oil or gas 
wells, or the production of minerals from mines, situ- 
ated on property in Canada in respect of which the 
predecessor of the first successor corporation, within 
the meaning of subsection (4), had, immediately 
before the acquisition by the first successor corpora- 
tion of the property so acquired by the second suc- 
cessor corporation, an interest or a right to take or 
remove petroleum or natural gas or a right to take or 
remove minerals, and 


(111) the amount, if any, by which the aggregate of all 
amounts each of which is an amount 


(A) required by subsection 59(2). to be included 
in computing its income for the year, and 


(B) in respect of a reserve deducted in comput- 
ing the income of the predecessor of the first 
successor corporation and deemed by paragraph 
87(2)(g) or by virtue of that paragraph and para- 
graph 88(1)(e.2) to have been deducted by the 
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second successor corporation as a reserve in 
computing its income for a preceding year, 


exceeds the aggregate of amounts, if any, deducted 
in computing the income of the second successor 
corporation for the year by virtue of: subsection 
64(1), (1.1) or (1.2) in respect. of dispositions of 
property by the predecessor of the first successor 
corporation; 


and, in respect of any expense included in the aggregate 
referred to in paragraph (a), no deduction may be made 
under this section by the first successor corporation in 
computing its income for a taxation year subsequent to its 
taxation year in income for a taxation year subsequent to 
its taxation year in which the property was acquired by 
the second successor corporation. 


Para. 66.1(5)(a) substituted by 1986, c. 55, subsec. 12(4), applicable 
with respect to expenses incurred after March 1987. Para. (a) for- 
merly read: 


(a) the amount determined under paragraph (4)(a) for the first 
successor corporation at the time immediately after the prop- 
erty so acquired was acquired by the second successor corpo- 
ration, to the extent that it has not been deducted by the sec- 
ond successor corporation in computing its income for a 
previous taxation year and has not been deducted by the first 
successor corporation in computing any income for any taxa- 
tion year; and 


All that portion of subsec. 66.1(5) following para. (b) amended by 
1986, c. 55, subsec. 12(5), to substitute “aggregate” for “amount” 
and “the property was acquired” for “the property so acquired was - 
acquired”, applicable with respect to expenses incurred after March 
1987. 


Subpara. 66.1(5)(b)(ii) substituted by 1986, c. 6, subsec. 31(2), ap- 
plicable to taxation years ending after March 1985, to add “natural 
accumulations thereof or from oil or gas”. 


All that portion of subsec. 66.1(5) preceding para. (a) substituted by 
1985, c, 45, subsec. 29(4), applicable with respect to acquisitions 
occurring after 1982 except that with respect to acquisitions occur- 
ring after 1982 and in a taxation year commencing before 1985, the 
reference to “Canadian resource properties of the first successor 
corporation” shall be read as a reference to “property of the first 
successor corporation used by it in carrying on in Canada such of 
the businesses described in subparagraphs 66(15)(h)(1) to (vii) as 
were carried on by it”. That portion of subsec. (5) formerly read: 


(5) Where a corporation (in this subsection referred to as the 
“second successor corporation’) has, at any time after May 6, 
1974, acquired, by purchase or otherwise (including an acqui- 
sition as a result of an amalgamation described in section 87), 
from another corporation (in this subsection referred to as the 
“first successor corporation”) that was a successor corpora- 
tion within the meaning of subsection (4), all or substantially 
all of the property of the first successor corporation used:by it 
in carrying on in Canada such of the businesses described. in 
any of subparagraphs 66(15)(h)(1) to (vii) as were carried on 
by it, and (except in the case of an amalgamation or a wind- 
ing-up) the first successor corporation and the second succes- 
sor corporation have jointly elected in prescribed form on or 
before the day that is the earlier of the days on or before 
which either taxpayer making the election is required to file a 
return of income pursuant to section 150 for the taxation year 
in which the transaction to which the election relates. oc- 
curred, there may be deducted by the second successor corpo- 
ration in computing its income under this Part for a taxation 
year, such amount as it may claim not exceeding the lesser of 


Subpara. 66.1(5)(b)(i) substituted by 1985, c. 45, subsec. 29(5), ap- 
plicable to taxation years commencing after 1984. Subpara. (b)(i) 
formerly read: 
(i) the disposition of any property described in any of subpar- 
agraphs 66(15)(c)(i) to (vii) owned by the predecessor of the 
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first successor corporation, within the meaning of subsection 
(4), immediately before the acquisition by the first successor 
corporation of the property so acquired by the second succes- 
sor corporation, 


Cl. 66.1(5)(b)Giii)(A) amended by 1985, c. 45, subsec. 24(8), to de- 
lete a reference to subsection 59(2.1), applicable to taxation years 
commencing after, 1984. ¥ 


Subpara. 66.1(5)(b)(i1) amended by 1984, c. 1, subsec. 28(3), appli- 
cable with respect to acquisitions of property by. a successor. corpo- 
ration from a predecessor after April 19, 1983, to substitute “prede- 
cessor” for “predecessor corporation” wherever it appeared. 


Subpara. 66.1(5)(b)(i) and all that portion of subpara. 66.1(5)(b)(iii) 
following cl. (B) substituted by 1980-81-82-83, c. 48, subsecs. 
34(7), (8), applicable to taxation years ending after December 11, 
1979, to substitute “(vii)” for “(vi)” in subpara. 66.1(5)(b)(i) and to 
add reference to subsec. (1:2) in that portion. 


All that portion of subsec. 66.1(5) preceding ‘para. (a) substituted, 
subpara. 66.1(5)(b)(iii) added by 1979, c..5, subsecs. 20(4), (5) ap- 
plicable, as to that portion with respect to acquisitions of property 
after November 16, 1978, and, as to subpara. 66.1(5)(b)(iii), to 1979 
et seq. That, portion formerly, read: 


(5) Where a corporation (in this subsection, referred to as the 
“second successor corporation”) has, at any time after May 6, 
1974, acquired, by purchase or otherwise (including an acqui- 
sition as a result of an amalgamation described in section 87), 
from another corporation (in this subsection referred to as the 
“first. successor corporation”) that.was a successor corpora- 
tion within the meaning of subsection (4), all or substantially 
all of the property of the first successor corporation used by it 
in carrying on in Canada such of the businesses described in 
any of subparagraphs 66(15)(h)(i) to (vii) as were carried on 
by it, there may be deducted by the second successor corpora- 
tion in computing its income under this Part for a taxation 
year, such amount as it may claim not exceeding the lesser of 


Subsec, 66.1(5) substituted by 1977-78, c. 1, subsec. 30(3), applica- 
ble to 1977 et seg. Subsec. (5) formerly read: — 


(5) Where a corporation (in this subsection referred to as the 
“second successor corporation”) has, at any time after May 6, 
‘1974, acquired by purchase or otherwise (including an acqui- 
sition as a result of an amalgamation described in subsection 
87(1)) from another corporation (in this subsection referred to 
"as the “first successor corporation”) that was a succéssor cor- 
poration within the meaning of subsection (4), all or substan- 
tially all of the property of the first successor corporation 
used by it in carrying on in Canada its business, there may be 
. deducted by the second successor corporation, in computing 
its income under this Part for a taxation year, the lesser of 


(a) the amount determined by adding the expenses re- 

ferred to in subparagraph (4)(a)(i) for the purpose of de- 
termining the deduction allowable to the first successor 
corporation under subsection (4) in computing its income 
for a previous taxation year, to, the extent that such 
expense 


(i) was not deductible or deducted, as the case may 
be, by the second successor corporation or any other 
corporation in computing its income for a previous 
taxation year, and was not deductible or deducted, as 

_.the case may be, by the first successor corporation in 
computing its income for the taxation year in which 
the property so acquired was acquired by the second 
successor corporation, and 


(ii) would, but for paragraph (4)(b), have been de- 
ductible by the first successor corporation in comput- 
ing its income for the taxation year in which the 
property so acquired was acquired by the second suc- 
cessor corporation; 


(b) where the second successor corporation is a principal- 
business corporation, of that amount, an amount equal to 
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such part of its income for the year if no deduction were 
,, allowed under this section, section 65 or the Income Tax 
‘Application Rules, 1971 in respect of this paragraph (mi- 
nus any deductions allowed for the year by sections 66, 
66.2, 112 and 113 and the provisions of the Income Tax 
Application Rules, 1971 allowing a deduction for the pur- 
poses of this paragraph) as may reasonably be regarded 
as attributable to the production of petroleum or natural 
gas from wells, or the production of minerals from mines, 
situated on property in Canada from which the predeces- 
sor of the first successor corporation within the meaning 
of subsection (4) had, immediately before the acquisition 
by the first successor corporation of the property so ac- 
“quired by the second successor corporation, a right to 
take or remove petroleum or natural gas or a right to take 
or remove minerals; and 


(c) where the second successor corporation is not a prin- 
cipal-business corporation, the lesser of 


(i) 30% of the amount referred to in paragraph (a), 
and 


(ii) the amount of income determined under para- 
graph (b); 


and, in respect of any such expense included in the cumu- 
lative Canadian exploration expense referred in para- 
graph (a), no deduction may be made under this section 
by the first successor corporation in computing its in- 
come for a taxation year subsequent to its taxation year in 
which the property so acquired was acquired by the sec- 
ond successor corporation. 


(6) Definitions — In this section, 


Pre-RSC History: The opening words also referred to ss. 66, 66.2 
and 66.4. See now subsecs: 66(15.1), 66.2(5.1), 66.4(5.1). 


“Canadian exploration expense” of a taxpayer 

means any expense incurred after May 6, 1974 that 

is ' 
(a) any expense including a geological, geophysi- 
cal or geochemical expense incurred by the tax- 
payer (other than an expense incurred in drilling 
or completing an oil or gas well or in building a 
temporary access road to, or preparing a site in 
respect of, any such well) for the purpose of de- 
termining the existence, location, extent or qual- 
ity of an accumulation of petroleum or natural 
gas (other than a mineral resource) in Canada, 


(b) any expense (other than an expense incurred 
in drilling or completing an oil or gas well or in 
building a temporary access road to, or preparing 
a site in respect of, any such well) incurred by the 
taxpayer after March, 1985 for the purpose of 
bringing a natural accumulation of petroleum or 
natural gas (other than a mineral resource) in 
Canada into production and incurred prior to the 
commencement of the production (other than the 
production from an oil or gas well) in reasonable 
commercial quantities from such accumulation, 
including 


(i) clearing, removing overburden and strip- 
ping, and 
(ii) sinking a shaft or constructing an adit or 
other underground entry, 
(c). any. expense incurred before April, 1987 in 
drilling or completing an oil or gas well in Can- 
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ada or in building a temporary access road to, or 
preparing a site in respect of, any such well, 
(i) incurred by the taxpayer in the year, or 
(ii) incurred by the taxpayer in any previous 
year and included by the taxpayer in comput- 


ing the taxpayer’s Canadian development ex- 
pense for a previous taxation year, 


if, within six months after the end of the year, the 


drilling of the well is completed and 


(111) it is determined that the well is: the first 
well capable of production in commercial 


quantities from an accumulation of petroleum © 
or natural gas (other than a mineral resource) | 


not previously known to exist, or 


(iv) it is reasonable to expect that the well will 
not come into production in commercial quan- 
tities within twelve months of its completion, 


(d) any expense incurred by the taxpayer after 
March, 1987 and in a taxation year of the tax- 
payer ‘in drilling or completing an oil or gas well 
in Canada or in building a temporary access road 
to, or preparing a site in respect of, any such well 
if 


(i) the well resulted in the discovery. of a natu- 
ral accumulation of petroleum or natural gas 
and the discovery occurred at any time before 
six months after the end of the year, 


(i1) the well is abandoned in the year or within 
six months after the end of the year without 
ever having produced otherwise than for spec- 
ified purposes, 


(i11) the period of 24 months commencing on 
the day of completion of the drilling of the 
well ends in the year, the expense was in- 
curred within that period and in the year and 
the: well has not within that period produced 
otherwise than for specified purposes, or 


(iv) there has been filed with the Minister, on 
or before the day that is 6 months after the end 
of the taxation year of the taxpayer in which 
the drilling of the well was commenced, a cer- 
tificate issued by the Minister of Natural Re- 
sources certifying that, on the basis of evi- 
dence submitted to that Minister, that Minister 
is satisfied that 


(A) the total of expenses incurred and to be 
incurred in drilling and completing the 
well, in building a temporary access road 
to the well and in preparing the site in re- 
spect of the well will exceed $5,000,000, 
and 


(B) the well will not produce, otherwise 
than for a specified purpose, within the pe- 
riod of 24 months commencing on the day 
on which the drilling of the well is 
completed, 
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(e) any expense deemed by subsection (9) to be a 
Canadian exploration expense incurred by the 
taxpayer, . 


(f) any expense incurred by the taxpayer (other 
than an expense incurred in drilling or complet- 
ing an oil or gas well or in building a temporary 
access road to, or preparing a site in respect of, 
any such well) for the purpose of determining the 
existence, location, extent or quality of a mineral 
resource in Canada including any expense in- 
curred in the course of. . 


(i) prospecting, 


(i1) carrying out geological, geophysical or ge- 
-ochemical surveys, 


(iii) drilling by rotary, diamond, persion or 
other methods, or 


(iv) trenching, digging test pits and prelimi- 
nary sampling, 


but not including 
(v) any Canadian development expense, or 


(vi) any expense that may reasonably be con- 

_ sidered to be related to a mine that has come 
into production in reasonable commercial ~ 
quantities or to be related to a potential,or ac- 
tual extension thereof, 


_ (g) any expense. incurred by the taxpayer after 


November 16, 1978 for the purpose of bringing a 
new mine in.a mineral resource in Canada into 
production in reasonable commercial quantities 
and incurred before the coming into. fare Sucton 
of the new mine, including 


(i) clearing, removing overburden and strip- 
ping, and 


(ii) sinking a mine shaft, constructing an adit 
or other underground entry, 


(g.1) any Canadian renewable and conservation 
expense incurred by the taxpayer, 


(h) subject to section 66.8, the taxpayer’s share of 
any expense referred to.in any of paragraphs (a) 
to (d) and (f) to (g.1) incurred by a partnership in 
a fiscal period thereof, if at the end of the period 
the taxpayer is a member of the partnership, or 


(i) any expense referred to in any of paragraphs 
(a) to (g) incurred by the taxpayer pursuant to an 


“ agreement in writing with a corporation, entered 


into before 1987, under which the taxpayer in- 
curred the expense solely as consideration for 
shares, other than prescribed shares, of the capital 
stock of the corporation issued to the taxpayer or 
any interest in such shares or night thereto, 


but, for greater certainty, shall not include 


(j) any consideration given by the taxpayer for 
any share or any interest therein or right thereto, 
except as provided by paragraph (i), 
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(k) any expense described in paragraph (i) in- 
curred by any other taxpayer to the extent that the 
expense was, 


__ (i) by virtue of that paragraph, a Canadian ex- 
_ ploration expense of that other taxpayer, 


(11) by. virtue of paragraph (g) of the definition 
“Canadian development expense” in subsec- 
tion 66.2(5), a Canadian development expense 
of that other taxpayer, or 

(111) by virtue of paragraph (c) of the defini- 
tion “Canadian oil and gas property expense” 


in subsection 66.4(5), a Canadian oil and gas 


property expense of that other taxpayer, 


(1) any amount (other than a Canadian renewable 

and conservation expense) included at any time 

in the capital cost to the taxpayer of any deprecia- 
- ble property of a prescribed class, 


(m) an expenditure incurred at any time after the. 


commencement of. production from a Canadian 
resource property of the taxpayer in order to eval- 
uate the feasibility of a method of recovery of, or 
to assist in the recovery of, petroleum, natural gas 


or related hydrocarbons from the portion of a nat-. 


ural reservoir to which the Canadian resource 
property relates, 


(n) an expenditure incurred at any time relating to 


the injection of any. substance to assist in the re- 


covery of petroleum, natural gas or related hydro- 
carbons from a natural reservoir, or. 


(0) the taxpayer’s share of any consideration, ex-. 
pense, cost'or expenditure referred to in any of 


paragraphs (j) to (n) given or incurred by a 
“partnership, 


but any assistance that a taxpayer has received or is 
entitled to receive after May 25, 1976 in respect of 
or related to the taxpayer’s Canadian exploration ex- 
pense shall not reduce the amount of any of the ex- 
penses described in any of paragraphs (a) to (4); 
Related Provisions: 13(7.5) — Depreciable property treatment 
for costs associated with building roads and similar projects ; 
66.1(8) — Expenses in first 60 days of year; 66.1(10) — Certificate 
ceasing to be valid; 66.2(2) — Deduction — Canadian development 
expenses; 66.3 — Exploration and development shares; 248(1)Ca- 
nadian exploration expense” — Definition applies to entire Act; 
248(16) — GST input tax credit and rebate deemed to be assistance; 
248(18) — GST — repayment of input tax credit; Interpretation Act 
8(2.1), (2.2) — Application to exclusive economic zone and conti- 
nental shelf. See additional Related provisions and Definitions at 
end of s. 66.1. 


History: Para. (g.1) added to the definition “Canadian exploration 
expense” in subsec. 66.1(6), and para. (h) amended, by 1997, c: 25, 
subsec. 14(3), applicable after December 5, 1996. Para. (h) formerly 
read: 


(h) subject to section 66.8, the taxpayer’s sharé of any ex- 
pense referred to in any of paragraphs (a), (b), (c), (d), (f) and 
(g) incurred by a partnership in a fiscal period thereof, if at 
the end of that period the taxpayer was a member of the part- 
nership, or 


Paras. (1) to (0) added to “Canadian exploration expense” by 1997, 
c. 25, subsec. 14(4), applicable to taxation years that end after De- 
cember 5, 1996. 
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The opening words of subpara. 66.1(6)“Canadian exploration ex- 
pense’’(d)(iv) amended by 1994, c. 41, para. 37(1)(o), in force Janu- 
ary 12, 1995. They formerly read: 


(iv) there has been filed with the. Minister, on, or before the 
day that is 6 months after the end of the taxation year of the 
taxpayer in which the drilling of the well was commenced, a 
certificate issued by the Minister of Energy, Mines and Re- 
sources certifying that, on the basis of evidence, submitted. to 
that Minister, that Minister is satisfied that 


Pre-RSC History: The definition “Canadian exploration ex- 
pense’ ” was para. 66.1(6)(a). See Table of Concordance. 


Cl. 66.1(6)(a) (ii. 1)(D) substituted by 1988,.c. 55, subsec. 42(1), ap- 
plicable after March 1987, except that a certificate referred to.in that 
clause that is filed with the Minister of National Revenue within 
120 days after September 13, 1988 shall be deemed to have been 
filed on or before the day that is 6.months after the end of the taxa- 
tion year of the taxpayer in which the drilling of the well to which 
the certificate relates, was commenced. Cl. (a)(ii.1)(D) formerly 
read: 


(D) a certificate in prescribed form in respect of the well has 
been filed with the Minister on or before the day that is 60 
days after the end of the calendar year in which the drilling of 
the well has commenced, 


Subpara. 66.1(6)(a)(iv) amended by 1988, c.. 55; subsec: 42(2),' to 
add “subject to section 66.8” and to substitute “subparagraphs a 
(1.1), (ii), Gi.1), (iil) or (ii.1)” for “subparagraphs (i) to (iti.1)”, 
plicable after June 17, 1987. 


All that portion of para. 66,1(6)(a) preceding subpara. (1) amended 
by 1986, c. 55, subsec. 12(6), to substitute “expense incurred” for 
“outlay or expense made or incurred”. 


All that portion of Subpara. 66.1(6)(a)(11) preceding cl. (A) amended 
by 1986, c. 55, subsec. 12(7), to substitute “before April 1987” for 
“before 1986”, applicable after 1985. 


Subparas. 66.1(6)(a)(11.1) and (ii.2) substituted by 1986, c. 55, sub- 
sec. 12(8), applicable after 1985. Those, paras. formerly read: 


(11.1) any expense incurred after 1985 in drilling or complet- 
ing an oil or gas. well in Canada or in building a temporary 
access road to, or preparing a site in respect of, any such well, 


(A) incurred by him in the year, or , 


(B) incurred by'him in’any previous year and melade’ by 
him in computing his Canadian development expense for 
a previous taxation year, 


if the drilling of the well is completed within six months after 
the end of the year and the well is abandoned within six 
months after the end of the year and within twelve months 
after the drilling of the well is completed, 


(ii.2) any expense incurred by him after 1985 in drilling or 
completing an oil or gas well in Canada or in building a tem- 
porary access road to, or preparing a site in respect: of, any 
such well 


(A) in a prescribed frontier exploration area, except 
where the well is drilled for the purpose of production in 
commercial quantities from an accumulation of petro- 
leum or natural gas that was known to be capable of, be- 
ing produced in commercial quantities at the time the 
drilling of the well commenced or for the purpose of de- 
lineating or determining the extent or quality of an ac- 
cumulation of petroleum or natural gas and the drilling of 
the well commenced after any production in commercial 
quantities of any petroleum or natural gas from the ac- 
cumulation, or 


(B) in any area other than a prescribed frontier explora- 
tion area, except where the well is drilled for the purpose 
of production from, or delineating or determining the ex- 
tent or quality of, an accumulation of petroleum or natu- 
ral gas capable of being produced in commercial quanti- 
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ties that was known to exist at the time the drilling of the 
well commenced, 


Subpara. 66.1(6)(a)(v) amended by 1986, c. 55, subsec. 12(9), to 
substitute “agreement in writing with a corporation, entered into 
before 1987,” for “‘agreement With a corporation”. 


All that portion of para. 66.1(6)(a) following subpara. (vii) substi- 
tuted by 1986, c. 55, subsec. 12(10), applicable with respect to ex- 
penses incurred after December 19, 1986. That portion formerly 
read: : 


but no amount of assistance or benefit that a taxpayer has re- 
ceived or is entitled to receive after May 25, 1976 from a 
government, municipality or other public authority in respect 
of or related to his Canadian exploration expense, whether as 
a grant, subsidy, forgivable loan, deduction from royalty or 
tax, investment allowance or any other form of assistance or 
benefit, shall reduce the amount of any of the expenses de- 
scribed in any of subparagraphs (i) to (v); and 


Subpara. 66.1(6)(a)(i.1) added by 1986, c. 6, subsec. 31(1), applica- 
ble with respect to expenses incurred after March 1985. 


All that portion of subpara. 66.1(6)(a)(iii) preceding cl. (A) substi- 
tuted by 1985, c. 45, subsec. 29(6), applicable with respect to ex- 
penses incurred after May 9, 1985. That portion of subpara.:(a)(iii) 
formerly read: 


(111) any expense incurred by him for the purpose of determin- 
ing the existence, location, extent or quality of a mineral re- 
source in Canada including any expense incurred in the 
course of 


Cl. 66.1(6)(a)@ii)(F), amended by 1985, c. 45, subsec. 29(7), to de- 


lete the words “whether or not.owned by the taxpayer” which had , 


followed “related to a mine”; applicable with respect to expenses 
incurred after May 9, 1985. 


All that portion of subpara. 66.1(6)(a)(iii.1) preceding cl. (A) substi- 
tuted by 1985, c. 45, subsec. 29(8), applicable with respect to ex- 
penses incurred after May 9, 1985. That portion of. subpara. 
(a)(iii.1) formerly read: 


(ii1.1) any expense incurred by him after November 16, 1978 
for the purpose of bringing a mineral resource in Canada into 
production and incurred prior to the commencement of pro- 
duction from the resource in reasonable commercial quanti- 
ties, including 


All those portions of subparas. 66.1(6)(a)(ii), (ii.1) and (11.2) preced- 
ing cl. (A) respectively, substituted by 1984, c. 45, subsecs. 
23(1)-(3), applicable with respect to outlays or expenses made or 
incurred after 1983. Subpara. 66.1(6)(a)(ii) amended to replace 
“1984” with “1986”, subpara. (ii.1) amended to replace “1983” with 
“1985” and “a particular oil or gas well” with “any such well”, sub- 
para. (11.2) amended to replace “1983” with “1985”. 


All those portions of subparas. 66.1(6)(a)(ii), Gii.1), (ii.2) preceding 
cl. (A) and subpara. 66.1(6)(a)(v) substituted by 1980-81-82-83, c. 
140, subsecs. 34(1)-(4), applicable, as to those portions, with re- 
spect to any outlay or expense made or incurred after 1981, and, as 
to subpara. 66.1(6)(a)(v), with respect to any outlay or expense 
made or incurred after 1982, to substitute “1984” for “1982” in that 
portion of subpara. 66.1(6)(a)(ii), and “1983” for “1981” in those 
portions of subparas. 66.1(6)(a)(ii.1), (ii.2), and to add “other than 
prescribed shares,” in subpara. 66.1(6)(a)(v). 


All that portion of subsec. 66.1(6) preceding para. (a), all that por- 
tion of para. 66.1(6)(a) preceding subpara. (iii) and subpara. 
66.1(6)(a)(vii) substituted by 1980-81-82-83, c. 48, subsecs. 34(9)\- 
(11), applicable as to that portion preceding para. (a) and subpara. 
(vii), to taxation years ending after December 11, 1979, and, as to 
that portion preceding subpara, (iii), in respect of any. outlay or ex- 
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pense made or.incurred after 1980. Those portions and subpara. 
(a)(vii) formerly read: 


(6) In this section and sections 66 and 66.2, 


(a) “Canadian exploration expense” of a taxpayer means 
any outlay or expense made or incurred, or deemed to 
have been made or incurred, after May 6, 1974 that is 


(i) any expense including a geological, geophysical 
or geochemical expense incurred by him (other than 
an expense referred to in subparagraph (ii)) for the 
purpose of determining the existence, location, ex- 
tent or quality of an accumulation of petroleum or 
natural gas (other than a mineral resource) in 
Canada, 

(ii) any expense incurred in drilling or completing an 
oil or gas well in Canada, building a temporary ac- 
cess road to the well or in preparing the site in re- 
spect of the well, 


(A) incurred by him in the year, or 


(B) incurred by him in any previous year and in- 
cluded by him in computing his Canadian devel- 
opment expense for a previous taxation year, 


if, within ‘six months after the end of the year; the 
drilling of the well is completed and 


(C) it is determined that the well is the first well 
capable of production in’ commercial quantities 
from: an accumulation of petroleum or natural 
gas (other than a mineral resource) not. previ- 
ously known to exist, or 


(D) it is reasonable to expect that the well will - 

not come into production in commercial quanti- 

ties within twelve months of its completion, 
(vii) any expense described in subparagraph (v) in- 
‘curred by any other taxpayer to the extent that the 
expense was, by virtue of that subparagraph, a Cana- 
dian exploration expense of that other taxpayer or 
was, by virtue of subparagraph 66.2(5)(a)(v), a Cana- 
dian development expense of that other taxpayer, 


All that portion of subpara. 66.1(6)(a)(ii) preceding cl..(A), sub- 
paras. 66.1(6)(a)(iv), (v) substituted, subpara. 66.1(6)(a) Gii.1) ad- 
ded by 1979, c. 5, subsecs. 20(6), (7), applicable, as to that portion, 
to, taxation years ending after May 6, 1974. Subparas. (a)(iv), (v) 
formerly read: 


(iv) his share of any expense referred to in any of subpara- 
graphs (i) to (iii) incurred by any association, partnership or 
syndicate in a fiscal period of that association, partnership or 
syndicate, if at the end of that fiscal period he was a member 
or partner thereof, or 


(v) any expense referred to in any of subparagraphs (i) to (11) 
incurred by the taxpayer pursuant to an agreement with a cor- 
poration under. which the; taxpayer incurred the expense 
solely as consideration for shares of the capital stock of the 
corporation issued to him by the corporation or any interest in 
such shares or right thereto, 


All that portion of para. 66.1(6)(a) following subpara. (vi) substi- 
tuted by 1976-77, c..4, subsec. 24(2), applicable to taxation years 
ending after May 25, 1976. That portion formerly read: 


(vii) any expense described in subparagraph (v) incurred by 
any other taxpayer to the extent that the expense was, by vir- 
tue of that subparagraph, a Canadian exploration expense of 
that. other taxpayer or was, by virtue of subparagraph 
66.2(5)(a)(vi), a Canadian development expense of that, other 
taxpayer; and 


Selected Cases [subsec. 66.1(6)“Canadian exploration 
expense”]: Wheeler v. R., [1997] 2 C.T.C. 2960 (TCC) (No re- 
quirement that well be proven to be established reserve for purposes 
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of CEE deduction); Northcor Energy Ltd. v. R., [1998] 1 C.T.C. 
3178 (TCC) (No deduction where company. never reimbursed for 
CEE); Teck-Bullmoose Coal Inc. vy. Canada, [1997] 1.C.T.C. 2603 
(TCC) (Upgrading existing road not CEE); Placer Dome Inc. v. 
Canada, [1993] 1 C.T.C. 2411 (TCC) (Underground mine and open 
pit mine were distinct mines); Gulf Canada Ltd. v. Canada, [1991] 
1C.L.C. 99 (FCTD); aff d [1992] 1 Coc... 183. (RCA): leave to 
appeal to SCC refused (sub nom. Gulf Canada Ltd. v. MNR) (1992), 
141 NR 393 (note) (Interpretation of: “Canadian exploration ex- 
penses”, “Canadian development expenses’, “taxable production 
profits”); Edmonton Liquid Gas Ltd. v. The Queen, [1984] C.T.C. 
536 (FCA) (Expense of drilling test wells abandoned as “dry holes” 
considered as “Canadian exploration expenses’’). 


Regulations: 1215 (prescribed frontier exploration area); 6202 
(prescribed share). 


Interpretation Bulletins: IT-109R2: Unpaid amounts; IT-503: 
Exploration and development shares. 


Advance Tax Ruling: ATR-59: Financing exploration and devel- 
opment through limited partnerships. 


*‘Canadian renewable and conservation expense” 
has the meaning assigned by regulation, and for the 
purpose of determining whether an outlay or expense 
meets the criteria set out in the: Regulations in re- 
spect of Canadian renewable and conservation ex- 
penses, the Technical Guide to Canadian Renewable 
and Conservation Expenses, as amended from time 
to time and published by the Department of Natural 
Resources, shall apply conclusively with respect to 
engineering and scientific matters; 


Related Provisions: 241(4)(d)(vi.1) Communication with 
Dept. of Natural Resources permitted for purpose of determining 
whether an expense is a CRCE; Reg. 1102(1)(a.1) — CRCE ineligi- 
ble for capital cost allowance. 


History: The definition “Canadian renewable and conservation ex- 
pense” added to subsec. 66.1(6) by 1997, c. 25, subsec. 14(5), appli- 
cable after December 5, 1996. ° 


Regulations: 1219 (meaning of Canadian renewable and conser- 
vation expense). 


“cumulative Canadian exploration expense” of a 
taxpayer at any time in a taxation year means the 
amount determined by the formula 


(A+B+C+D+E+E1) - 
Cicerone tn phe ahalontes fo AES) 


where 


A is the total of all Canadian exploration expenses 


made or incurred by the taxpayer before: that 


time, 


B is the total of all amounts required by subsection 
(1) to be included in computing the amount re- 


ferred to in paragraph 59(3.2)(b) for the tax-. 


payer’s taxation years ending before that time, 


C is the total of all amounts, except amounts in re- 


spect of interest, paid by the taxpayer after May 
6, 1974 and before that time to Her Majesty in 
right of Canada in respect of amounts paid to the 
taxpayer before May 25, 1976 under the regula- 
tions referred to in paragraph (a) of the descrip- 
tion of H, 
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Dis the total of.all amounts referred to in the 
description of G that are established by the tax- 
payer to have become bad debts before that time, 


E is such part, if any, of the amount determined for 
J as has been repaid before that time by the tax- 
payer pursuant to a legal obligation to repay all or 
any part of that amount, and 


E.1 is the total of all specified amounts determined 


under paragraph 66.7(12.1)(a) in respect of the 
taxpayer for: taxation ae ending before that 
time, 2 


Fis the total of all amounts deducted or’required to 
be deducted in computing the' taxpayer’s income 
for a taxation year ending before that time in re- 
spect of the taxpayer’s cumulative Canadian ex- 
ploration expense, 


G is the total of all amounts that became receivable 
by the taxpayer before that time that are to be in- 
cluded in the amount determined under this 

' description by virtue of paragraph 66(12.1)(a) or 
(12.2)(a), 


H is the total of all amounts Baia to ue fAsAVer af- 
ter May 6, 1974 and before May 25, 1976 


(a)under the Northern Mineral Exploration 
Assistance Regulations made under an appro- 
- priations ‘Act that provides for payments in re- 
spect of the Northern Mineral Graiits Pro- 
gram, or ; 


(b) pursuant to any agreement entered into be- 
tween the taxpayer and. Her. Majesty in. right 
of Canada under the Northern Mineral Grants 
Program or the Development Program of the 
Department of,Indian Affairs and Northern 
Development, 


to the extent that the amounts have been ex- 
pended by the taxpayer as or on account of Cana- 
dian exploration and development expenses or 
Canadian exploration expense incurred by the 
taxpayer, 


I is the total of all amounts each of which is an 


amount received before that time on. account. of 
any amount referred to in the description of D, 


J. is the total amount of assistance that the taxpayer 


has received or is entitled to receive in respect of 
any Canadian exploration expense incurred after 

_ 1980 or that.can reasonably be related. to, Cana- 
dian exploration activities after 1980, to the ex- 
tent that the assistance has not reduced the tax- 
payer’s Canadian.exploration expense by virtue 
of paragraph (9)(g), 

J.lis the total of all amounts by which the cumula- 
tive Canadian exploration expense of the tax- 
payer is required because of subsection 80(8) to 
be reduced at or before that time, 


K is the total of all amounts that are required to be 
deducted before that time under subsection 
66(14.1) in computing the taxpayer’s cumulative 
Canadian exploration expense, 
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L is that portion of the total of all amounts deducted 
by the taxpayer under subsection 127(5) or (6) for 
a taxation year ending before that time that may 
reasonably be attributed to a qualified Canadian 
exploration expenditure (within the meaning as- 
signed by subsection 127(9)) made ina braepding 
taxation year, and 


M is the total of all amounts that are required to be 
deducted before that time under: paragraph 
66.7(12)(b) in computing the taxpayer’s cumula- 
tive Canadian exploration expense; 


Related Provisions: 12(1)(t)—AInvestment tax © credit; 
20(1)(kk) — Exploration & development grants; 
Deemed disposition where debt becomes bad debt; 59(3.2) — Re- 


covery of exploration & development expenses;, 66(10.1)(b) — 


Joint exploration corporation; 66(12.1) — Limitations of Canadian. 


exploration & development expenses; 66(12.2) — Unitized: oil or 
gas field in Canada; 66(15) — Definitions; 66.1(1) —- Amount to be 
included in income; 66.1(7) — Share of partner, 66.7(3) — Deduc- 
tion to successor corporation; 79(4)(c) — Subsequent payment by 


debtor following surrender of property deemed to be repayment of 


assistance; 79.1(8) — No claim for principal amount of bad debt 
where property seized by creditor; 80(8)(b) — Reduction of CCEE 
on. debt. forgiveness; 87(2)G.6) —Amalgamations — continuing 
corporation; 96(2.2)(d) — At-risk amount; .127(12.3) — Reduction 
of cumulative Canadian exploration expense of trust; 248(16) — 
GST input tax credit and rebate deemed to be assistance; 248(18) — 
GST — repayment of input tax credit; 257 — Formula cannot cal- 
culate to less than zero. See additional Related provisions and Defi- 
nitions at end of S. 66.1. 


History: The Seuecioner of J.1 in the definition “cumulative Cana- 
dian exploration expense” in subsec. 66.1(6) added and the corre- 


sponding formula amended by 1995, Obeid beg eee applicable to taxa- 


tion years that end after February 21, 1994. 


The description of F in the definition “cumulative Canadian explo- 


ration expense” in subsec. 66.1(6) amended by 1994, c. 8, subsec. 
6(2), applicable to taxation years ending after December Zoe, 
The description of F formerly read: 


F is the total of all amounts deducted or déductible, as the 
casei may be, in computing the taxpayer’s income for a 
taxation year ending before that. time in respect of the 
taxpayer’s cumulative Canadian exploration expense, 


E.1 and its description added to the definition “cumulative Canadian 
exploration expense” in subsec. 66.1(6) by 1994, c. 7, Sch. II (1991, 
c. 49), subsecs. 39(4) and (4.1), applicable to taxation years begin- 
ning after February ch £9a7 


Pre-RSC History: The definition “cumulative Canadian explora- 
tion expense” was para. 66.1(6)(b). It contained descriptive subpar- 
agraphs instead of the present formula. The pre> -R.S. C.. version 
read: 


(b) “cumulative Canadian exploration expense” — “cu- 
mulative Canadian exploration expense” of a taxpayer at any 
time shall be the amount, if any, by which the aggregate of 


(i) the aggregate of all Canadian exploration expenses 
made or incurred by him before that time, 


(ii) the aggregate of all amounts required by virtue of 
subsection (1) to be included in computing the amount 
referred.to in paragraph 59(3.2)(b) Hep his taxation years 
ending before. that time, 


(tii) the aggregate of amounts, except amounts in respect 
of interest, paid by him after May 6, 1974 and before that 
time to Her Majesty in right of Canada in respect of 
amounts paid to him before May 25, 1976 under the reg- 
ulations referred to in clause (vii)(A), 
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(iv) any amount referred to in subparagraph (vi) that is 
established by him to have become a bad debt before that 
time, and 


(iv.1) such part, if any, of the amount included in subpar- 
agraph (ix) as has been repaid before that time by the 
taxpayer pursuant to a legal obligation to repay all or 
any part of that amount 


exceeds the aggregate of all amounts each of which is 


(v) any amount deducted or deductible, as the case may, 
be, in computing his income for a taxation year ending 
before that time in respect of his cumulative Daren 
exploration expense, (ewes 


(vi) any amount that became receivable by him. before 
that time that is to be included in the amount determined 
under this subparagraph by virtue of thet Me 
66(12:1)(a) or (12.2)(a), 


(vii) the aggregate of all amounts paid to sa after May 
6; 1974 and before May 25, 1976...: 


(A) under the Northern Mineral Exploration Assis- 
tance Regulations made under an Appropriations Act 
that provides for payments in respect of the Northern 
Mineral Grants Program, or 


(B) pursuant to any agreement entered into between 
the taxpayer and Her Majesty in right.of Canada 
under the Northern Mineral Grants Program or. the 
Development Program of the Department of Indian 
Affairs and Northern Development, 


to. the extent that the amounts have been expended be the 
taxpayer as or on account of Canadian exploration and — 
development expenses or Canadian exploration expense 
incurred by him, 


‘| (viii) any amount received before that time on account-of 
any amount referred to in subparagraph (iv), 


(ix) any assistance that he has received or is entitled to 
receive in respect of any Canadian exploration expense 
incurred after 1980 or that can reasonably be related to 
_Canadian exploration activities after 1980, to. the extent 
that the assistance has not reduced his Canadian explo- 
ration expense by virtue of paragraph (9)(g), 

(x) any amount that is required to be deducted before 
that time under subsection 66(14.1) in computing his cu- 
mulative Canadian exploration expense, 


(xi ) that portion of the aggregate of all amounts eaucied 
by the taxpayer under subsection 127(5) or (6) for a tax- 
ation year ending before that time that may reasonably 
be attributed to a qualified Canadian exploration expen- 
diture (within the meaning assigned by subsection 
127(9)) made in a preceding taxation year, or 


(xii) any amount that is required to be deducted before 
that time under paragraph 66.7(12)(b) in computing his 
cumulative: Canadian exploration expense; 
Subpara. 66.1(6)(b)(iv.1) added by 1990, c.°45, s. 42, ola saceata 
with respect to amounts repaid after January 1990. ; 


Subpara. 66.1(6)(b)(xi) substituted by 1988, c..55, subsec. 42(3), 


applicable to 1988 et seg. Subpara. (b)(x1) formerly read: 


(xi) that portion of the aggregate of all amounts deducted by 
the taxpayer under subsection 127(5) or (6) for the taxation 
year in which that time is included or any preceding taxation 
year, that may reasonably be attributed to a qualified Cana- 
dian exploration expenditure within the meaning assigned by 
subsection 127(9), or 


Subpara. 66.1(6)(b)(xii) added by 1987, c. 46, subsec. 19(3), appli- 
cable to taxation years ending after February 17, 1987. ~ 


Subpara. 66.1(6)(b)(ix) substituted by 1986, c. 55, subsec. 12(11), 
applicable with respect to expenses incurred after December 19, 
1986, except that in its application with respect to expenses incurred 
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after December 19, 1986 and before April 1987 it shall be read as 
follows: 


(ix) any assistance that. he has. received or is Zee to re- 
ceive in respect of a.Canadian exploration expense incurred 
after 1980 or that can reasonably be related to Canadian ex- 
ploration activities after 1980, . : 


Subpara. (b)(ix) formerly read: 


(ix) any amount of assistance or benefit that he has. reavined 
or is entitled to receive from a government, municipality or 
other public authority in respect of any Canadian ‘exploration 
expense made or incurred after December ‘31, 1980 or that 
can reasonably be related to Canadian exploration. activities 
after that date, whether such amount is. by. way of a grant, 
subsidy, forgiveable loan, deduction from royalty or tax, in- 
vestment allowance c or any other form of assistance or bene- 
fit, or 


Subpara. 66.1(6)(b)(xi) added by 1986, c. 55, subsec. 12(12), appli- 
cable with respect to expenditures made after November 1985. 
Subpara. 66.1(6)(b)(x) added by 1986, G aSUDSeGs 17(5), ebeaCa- 
ble to 1985 et seq. 

Subpara. 66.1(6)(b)(i) substituted, subpara. 66,1(6)(b)(Gx) ‘added by 
1980-81-82-83, c. 48, subsecs. 34(12), (13), applicablerg asito sub- 
para. 66.1(6)(b)(Gx), to 1981 et seq. 


Subpara; 66.1(6)(b)(i) substituted by 1977-78,.c. ar suibsec. 30(4), 
applicable to taxation years ending after May 6, 1974. 


Subparas. 66.1(6)(b)(ili), (vii) substituted by 1976-77, c. 4, subsec. 
24(3), (4), applicable to taxation years ending after May 25, 1976. 
Subparas. (b)(ii1), (vii) formerly read: 
(iii) the aggregate of amounts, except amounts in respect of 
interest, paid by him after May 6, 1974 and before that time 
under the regulations referred to in clause Ske to ‘Her 
Majesty in right of Canada, and ~ ess 


(vii) the aggregate of all amounts paid to him after May. 6, 
1974 and before that time | 


(A). under the Northiah Mineral Exploration Assistance 
Regulations made under an Appropriation. Act that, pro- 
vides for payments in respect of the Northern Mineral 
Grants Program, or 

(B) pursuant to any agreement, entered into. between the 
taxpayer and Her Majesty in right of Canada under ‘the 
Northern Mineral Grants ‘Program or the) Development 
Program of the Department of Indian Affairs and North- 
erm Development, to the extent that the amounts. have 
been expended by the taxpayer as or on account of Cana- 
dian exploration and development expenses or Canadian 
exploration expense incurred by him, or 


“restricted expense’. of a taxpayer means an 


expense | 
(a) incurred by the taxpayer before April, 1987, 


(b) that is deemed by paragraph 66(10.2)(c) to 
have been incurred by the taxpayer, or included 
by the taxpayer in the amount referred to in para- 
graph (a) of the definition “Canadian develop- 
ment expense’. in subsection 66.2(5) by virtue of 
paragraph 66(12.3)(b), to the extent that. the: ex- 
pense was originally incurred before April, 1987, 


(c) that was renounced by the taxpayer under sub- 
section 66(10.2), (12.601) or (12.62), 


(d) in respect of which an amount referred to in 


subsection 66(12.3) becomes. receivable by. the 
taxpayer, 


-66.1(6)(c). See Table of Concordance. © 
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(e) deemed to be a Canadian exploration expense 
of the taxpayer or any other taxpayer by virtue of 
subsection (9), or 


(f) where the taxpayer is a corporation, that was 
incurred by the corporation before the. time con- 
trol of the corporation was last acquired by a per- 
son or persons; 

History: Para. (c) of the definition “restricted expense” in. subsec. 


66.1(6) was amended by 1994, c. 8, subsec. 6(3), applicable to ex- 
penses incurred after December, 2, 1992. Para.) (c). formerly read: 


(c) that was renounced by the taxpayer under subsection 
66(10.2) or (12.62), 


Pre-RSC History: The definition “restricted expense” was para. 


Para. 66.1(6)(c) added by 1986, c. 55, subsec. 12(13), applicable 
with respect to expenses incurred after March 1987. 


“specified purpose’ means 


(a) the operation of an oil or gas well for the sole 
purpose of testing the well or the well head and 
related equipment, in accordance with generally 
accepted engineering practices, 


(b) the burning ‘of natural gas and related hydro- 
carbons to protect the environment, and 


(c) prescribed purposes. 


Pre-RSC History: The definition 
66.1(6)(d). . 


Para. 66. 1(6)(d). added by 1986;.¢.55, saibS6as 12(13), -applicable 
with respect to expenses incurred after March 1987. 


(6.1) Application of subsecs. 66(15), 66.2(5) 
and 66.4(5)— The definitions in subsections 
66(15), 66.2(5) and 66. 4(5) apply to this section. 

Origin of subsec. 66. 1(6.1): R.S.C...1985, c. 1 (Sth Supp.) (for- 


merly contained in, the opening words. of subsecs. 66(15), 66.2(5) 
and 66.4(5)). 


“specified purpose”’. was para. 


(7) Share of partner — Where a taxpayer is a 
member of a partnership, the taxpayer’s share of any 
amount that would be an amount referred to in the 
description of E, Gor J in the definition “cumulative 
Canadian exploration expense” in=subsection-(6),;in 
respect of the partnership for a taxation: year of the 
partnership if section 96 were read without reference 
to paragraph.96(1)(d) shall, for the purposes of this 
Act, be deemed to be an amount referred to in the 
description of E, G or J, as the case may be, in that 
definition in respect of the taxpayer for the taxation 
year of the taxpayer in which the partnership’ s taxa- 
tion year ends. | 

Related Provisions: 87(1.2) — Amalgamations —new corpora- 
tion deemed continuation of predecessor; 88(1.5) — Windup — 


parent corporation deemed to be continuation of subsidiary. See ad- 
ditional.Related provisions and Definitions at end of. s..66.1. 


History: Subsec. 66.1(7) amended by 1994, c. 7; Sch. IL (1991, c. 
49), subsec. 39(5), to, add reference to “E” (twice) applicable after 
January 1990. | 

Pre-RSC History: Subsec. 66.1(7) substituted by 1980-81-82-83, 
c. 48, subseéc. Sal 4); yl to 1981 et seg. Subsec. (7) for- 
merly read: 


~(7) Where a taxpayer is a member of a partnership, his share 
of any amount that would be an amount referred to in subpar- 
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agraph (6)(b)(vi) in respect of the partnership for a taxation 
year of the partnership if section 96 were read without refer- 
ence to paragraph (1)(d) thereof shall, for the purposes of this 
Act, be deemed to be an amount referred to in subparagraph 
(6)(b)(vi) in respect of the taxpayer for the taxation year of 
the taxpayer in which the partnership’s taxation year ends. 

Subsec. 66.1(7) added by 1977-78, 'c. 1, subsec. 30(5), applicable to 

1977 et seq. 

Interpretation Bulletins: IT-353R2: Partnership interests — 

some adjustments to cost base. 

1.T. Technical News: No. 12 (adjusted cost base of partnership 

interest — subparagraph 53(1)(e)(viii)). 


(8) [Repealed] 
History: Subsec. 66.1(8) repealed by. 1997, c. 25, subsec. 14(6), 
applicable after March 6, 1996. Subsec. (8) formerly read: 

(8) Expenses in first 60 days of year — Where 


(a) after December 31, 1985, a taxpayer incurs, within.60 
days after the end of a.calendar year, Canadian explora- 
tion expenses pursuant to an agreement referred to in par- 
agraph (1) of the definition “Canadian exploration ex- 
pense” in subsection (6), 


(b) the Canadian exploration expenses are expenses de- 
scribed in paragraph (f) of the definition “Canadian ex- 
ploration expense” in subsection (6) incurred in respect 
of a mineral resource other than.a bituminous sands de- 
posit, an oil sands deposit or an oil shale deposit, 


(c) the agreement was entered into between the taxpayer 
and the corporation on or before the last day of the year, 


(d) the funds relating to the Canadian exploration ex- 
penses have ‘on or before the last day of the year been 
advanced to an agent acting on behalf of the taxpayer for 
the purposes of paying the expenses, and 

(e) the taxpayer and the corporation deal with each other 
at arm’s length throughout the 60 days, 


the Canadian exploration expenses shall be deemed to have 
been incurred immediately before the end of the year and 
shall be deemed not to have been incurred in the subsequent 
year. 


Pre-RSC History: Subsec. 66.1(8) added by 1986, c. 55; subsec. 
12(14), applicable with respect to expenses incurred after December 
“1985. 


(9) Canadian development expenses. for 
preceding years — Where at oe time in a tax- 
payer’s taxation year 


(a) an oil or gas well resulted in the discovery of 
a natural accumulation of petroleum or natural 
gas, 


(b) the period of 24 months commencing on the 
day of completion of the drilling of an oil or gas 
well ends and the well has not, within that period, 
produced otherwise than for specified purposes, 
or 


(c) an oil or gas well that has never produced, 
otherwise’ than for Ramat purposes, is 
abandoned, 


the amount, if any, by which the total of 


(d) all. Canadian development expenses (other 
than restricted expenses) described in subpara- 
graph (a)(ii) of the definition “Canadian develop- 
ment expense” in subsection 66.2(5) in respect of 
the well that are deemed by subsection 66(10.2) 
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or (12.63) to have been incurred by the taxpayer 
in the year or a preceding taxation year, =~ 


(e) all Canadian development expenses (other 
than restricted expenses) described in subpara- 
graph (a)(ii) of the definition “Canadian develop- 
ment expense” in subsection 66.2(5) in respect of 
the well that are required by paragraph 
66(12.3)(b) to be included by the taxpayer in the 
amount referred to in paragraph (a) of that defini- 
tion for the year or a preceding taxation year, and 


(f) all Canadian development expenses (other 
than expenses referred to in paragraph (d) or (e) 
and restricted expenses) described in subpara- 
graph (a)(ii) of the definition “Canadian develop- 
ment expense” in subsection 66. 2(5) incurred by 
the taxpayer in respect of the well in a taxation 
year preceding the year, 


exceeds 


(g) any assistance that the taxpayer or a partner- 
ship of which the taxpayer is a member has re- 
ceived or is entitled: to receive in respect of the 
expenses referred to in | any of paragraphs (d) to 


(f), 


shall, for the purposes of this Act, be deemed to be a 
Canadian exploration expense referred to in para- - 
graph (c) of the definition “Canadian exploration ex- 
pense” in subsection (6) incurred by the taxpayer at 
that time. 

Related Provisions: 66.2(5)“cumulative Canadian development 
expense’, M — Reduction in CCDE; 66.7(9) — Canadian develop- 
ment expense becoming Canadian exploration expense; 248(16) — 
GST input tax credit and rebate deemed to be government assis- 
tance; 248(18) — GST — repayment of input tax ‘credit. See addi- 
tional Related provisions and Definitions at end of's. 66.1. 


Pre-RSC History: Subsec. 66.1(9) added by 1986, c. 55, subsec. 
12(14), applicable with respect to expenses incurred after March 
1987. 


(10) Certificate ceasing to be valid — A certifi- 
cate in. respect of an oil or gas well issued by the 
Minister of Natural Resources for the purposes of 
paragraph (d)(iv) of the definition “Canadian explo- 
ration expense” in subsection (6) shall be deemed 
never to have been issued and never to have been 
filed with the Minister where 


(a) the well produces, otherwise than for a speci- 
fied purpose, within the period of 24 months 
commencing on the day on which the th of 
the well was completed; or 


(b) in applying for the certificate, the applicant, in 
“any material respect, provided any incorrect in- 
formation or failed to:provide information. 


History: The opening words of subsec. 66.1(10) amended by 1994, 
c. 41, para: 37(1)(0), in force January 12, 1995. They formerly read: 


(10) A certificate in respect of an oil or gas well issued by the 
Minister of Energy, Mines and Resources for the purposes of 
paragraph (d)(iv) of the definition “Canadian exploration ex- 
pense” in subsection (6) shall be deemed never to have been 
issued and never to have been filed with the Minister where 


Pre-RSC History: Subsec. 66.1(10) added by 1988,-c. i ‘subsec. 
42(4), applicable after March 1987. 
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Pre-RSC History [former subsec. 66.1(10)]: Former subsec. 
66.1(10) repealed by 1987, c. 46, subsec. 19(4), applicable to taxa- 
tion years ending after February 17, 1987. Subsec. 66.1(10) for- 
merly read: 


(10) Successor — Where a corporation (in this subsection 
referred to as the “successor’) acquires a Canadian resource 
property from another person (in this subsection referred to as 
the “predecessor’), subsection 66.2(3), applies in respect of 
the acquisition and the cumulative Canadian development ex- 
pense of the predecessor determined under clause 
66.2(3)(a)G)(A) in respect of the successor includes a Cana- 
dian development expense incurred by the predecessor in re- 
spect of an oil or gas well that would, but for this subsection, 
be deemed by subsection (9) to be a Canadian exploration ex- 
pense incurred by the predecessor at any time after the acqui- 
sition,in respect of the well, the following rules apply: 


(a) subsection (9) does not apply to the predecessor in 
respect of the expense; 


(b) an amount equal to the lesser of 


(i) the amount that would be deemed by subsection 
(9) to be a Canadian exploration expense of the pred- 
ecessor at that time if that subsection applied in re- 
spect of the expense, and 


(11) the cumulative Canadian development expense of 
the predecessor as determined. under subparagraph 
66.2(3)(a)(i) in respect of the successor immediately 
before that time 


shall be deducted at that time from the cumulative Cana- 
dian development expense of the predecessor in respect 
of the successor for the purposes of subparagraph 
66.2(3)(a)(); and 


(c) the, amount required by paragraph (b) to be deducted 
shall be added at that time to the cumulative Canadian 
exploration expense of the predecessor under subpara- 
graph 66.1(4)}(a)(ii) in respect of the successor. 


Subsec. 66.1(10) added by 1986, c. 55, subsec. 12(14), applicable 
with respect to expenses incurred after March 1987. 


(11) [Repealed under former Act] 


Pre-RSC History: Subsec. 66.1(11) repealed by 1987, c. 46, sub- 
sec. 19(4), applicable to taxation years ending after Febolary 17, 
1987. Subsec. (11) formerly read: 


(11) Second successor — Where a corporation (in this sub- 
section referred to as the “second successor”) acquires a Ca- 
nadian resource property from another corporation (in this 
subsection referred to as the “first successor”) that had ac- 
quired the property from another person) (in this subsection 
referred to as the “‘predecessor”), subsection 66.2(4) applies: 
in respect of the acquisition and the cumulative Canadian de- 
velopment expense determined under clause 66.2 (4)(a)(i)(A) 
in respect of the second successor includes a Canadian devel- 
opment expense incurred by the predecessor in respect of an 
oil or gas well that would, but for subsection (10), be deemed 
by subsection (9) to be a Canadian exploration expense in- 
curred by the predecessor at any time after the acquisition in 
respect of the well, the following rules apply: 


(a) an amount equal to the lesser of 


(i) the amount that would be deemed by subsection 
(9) to be a Canadian exploration expense of the pred- 
ecessor at that time if that subsection applied in re- 
spect of the expense, and 


(ii) the cumulative Canadian development expense of 
the predecessor: as determined under subparagraph 
66.2(4)(a)(i) in respect of the second successor im- 
mediately before that time 


shall be deducted at that time from the cumulative Cana- 
dian development expense of the predecessor in respect 


of 


S. 66.2(1)(d) 


of the second successor for the purposes of SHPSOERER 
66.2(4)(a)(); and 


(b) the amount required by paragraph (a) to be deducted 
shall be added at that time to the cumulative Canadian 
exploration expense under subparagraph 66.1(5)(a)(ii) in 
respect of the second successor. 


Subsec. 66.1(11) added by 1986, c. 55, subsec. 1214), applicable 
with respect to expenses incurred after March 1987. 


Related Provisions [s. 66.1]: 66(5) — Dealers; 66(18) — Mem- 
bers of partnerships; 66.7 — Successor rules; 66.8(1) — Resource 
expenses of limited partner; 88(1.5) — Winding-up — parent 
deemed continuation of subsidiary; 127.52(1)(e) — Limitation on 
deduction for minimum tax purposes. 


Pre-RSC History [s. 66.1]: S. 66.1 added by 1974-75-76, c. 26, s. 
36, applicable to taxation years ending after May 6, 1974. 


Selected Cases [s. 66.1]: Phénix v. R., [1998] 1 C.T.C. 2379 
(TCC). (Capital items may form part of CEE); Central Supply 
Company (1972) Ltd. y. R.,, [1997] 3 C.T.C. 102 (FCA); rev’d 
[1995] 2 C.T.C. 2320 (TCC) (Deduction permitted under specific 
provisions of the Act may nevertheless unduly or artificially reduce 
income); Oro Del Norte S.A. v. Canada, [1993] 1 C.T.C. 245 
(FCTD) (Exploration, drilling and tunnelling expenses were “Cana- 
dian exploration expenses’’). 


Definitions [s. 66.1]: “amount” — 248(1); “assistance” — 
66(15), 66.1(6.1), 79(4),-125.4(5), 248(16), 248(18); “Canada” — 
255, Interpretation, Act: 8(2.1); (2.2); “Canadian development ex- 
pense” — 66.2(5), 248(1); “Canadian exploration expense” — 
66.1(6), 248(1); “Canadian exploration and development ex- 
penses” — 66(15), 66.1(6.1); “Canadian oil and gas property ex- 
pense” — 66.4(5), 248(1); “Canadian renewable and. conservation 
expense” — 66.1(6); “corporation” — 248(1), Interpretation Act 


35(1); “cumulative Canadian development expense” — 66.1(6.1), 
66.2(5); “expense” — 66(15), 66.1(6.1); “fiscal period” — 249(2), 
249.1;°“mineral resource”, Minister" 248(1), “oil or gas 


well” — 248(1); “outlay” — 66(15), 66.1(6.1); “person”, “pre- 
scribed” — 248(1); “principal-business corporation” — 66(15), 
66. 16. 1); “property”, “regulation”, “share” — 248(1);. “taxation 
year” — 249; “taxpayer” — 248(1); “writing” — Interpretation Act 
35(1). 


66.2 [Canadian development expenses] — (1) 
Amount to be included in income — There 
shall be included in computing the amount referred 
to in paragraph 59(3.2)(c) in respect of a taxpayer for 
a taxation year the amount, if any, by which the total 


(a) all amounts referred to in the descriptions of E 
to.O in the definition. “cumulative Canadian de- 
velopment expense” in subsection (5) that are de- 
ducted in computing the taxpayer’s cumulative 
Canadian development expense at the end of 
year, and 


(b) the amount that is designated by the taxpayer 
for the year under subsection 66(14.2) 


exceeds the total of 


(c) all amounts referred to in the descriptions of 
A ‘to D.1 in the definition “cumulative Canadian 
development expense” in subsection (5) that are 
included in computing the taxpayer’s cumulative 
Canadian development expense at the end of the 
year, and 

(d) the total determined under subparagraph 
66.7(12.1)(b)(i) in respect of the taxpayer for the 
year. 
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Related Provisions: 59(3.2)(c) — Income inclusion; 66(11.4) — 
Change of control; 66.7(12) — Reduction of Canadian resource ex- 
penses;. 104(5.2).— Rules for trusts; 115(1)(a)(ii1.1) — Non-resi- 
dent’s taxable income earned in Canada. See additional Related pro- 
visions and Definitions at end of s. 66.2. 


History: Subsec. 66.2(1) substituted by 1994, 'c. 7, Sch. II (1991, c. 
49), subsec. 40(1), applicable to taxation years ending after Febru- 
ary 17, 1987, except that with respect to-such taxation years:com- 
mencing before February 18, 1987, the reference to “D.1”.in para. 
(c) shall be read as a reference to “‘C’”..Subsec. (1) formerly read: 


66.2 (1) A taxpayer shall include, in computing the amount 
referred to in paragraph 59(3. 2\(c), the amount, it any, by 
which 


(a) the total ‘of 


(i) all amounts referred to in ‘the descriptions of E to 
O in the ZENO ‘cumulative Canadian develop- 
ment expense” in subsection (5) that would be taken’ 
into account in computing the taxpayer’s cumulative 
Canadian development expense at the end of the 
year, and 


(i1) the amount that is designated for hey year stley 
subsection 66(14.2) 


exceeds 


(b) the total of all amounts referred to in the descriptions 
of A to C in the definition “cumulative Canadian ‘devel- 
opment expense” in ‘subsection(5) that would be taken 
into account in computing the taxpayer’s cumulative Ca- 
nadian development expense at the end of the year: 


Pre-RSC History: Subpara. 66.2(1)(a)(i) amended by 1987, c. 46, 
subsec. 20(1), to substitute “(5)(b)(iv) to (xiii)”. for “(5)(b)(iv) to 
(xii)”, applicable to taxation years ending after February 17, 1987. 
Para. 66.2(1)(a) substituted by 1986, c..2, subsec..18(1), applicable 
to. 1985. et seg. Para. (a) formerly read: 
(a) the aggregate of all amounts referred to-in subparagraphs 
(5)(b)(iv) to (xi) that would be taken into account in comput- 
ing his cumulative Canadian development expense at the ones 
of the year 
Para. 66.2(1)(a) substituted by 1980-81-82-83, c. 48, subsec. 35(1), 
applicable to taxation years ending after December 11, 1979, to sub- 
stitute “(xi)” for “(x)”. Pets 
Interpretation Bulletins: IT-125R4: Dispositions of resource 
properties. 


(2) Deduction for age AEP cane 


development expenses — A taxpayer may de-. 


duct, in computing the taxpayer’s income for a taxa- 
tion year, such amount as the taxpayer may claim not 
exceeding the total of 


(a) the lesser of 
(1) the total of 


(A) the taxpayer’s puna Ganadian | 


development expense.at the. end of the 
year, and 
(B) the amount, if any, by which. 

(1) the total determined under subpara- 


graph 66.7(12.1)(b)G) in respect -of the 
taxpayer for the year 


exceeds 


(Il) the amount that would, but for par- 
agraph (1)(d), be determined under sub- 
section (1) in respect of the taxpayer 
for the year, and 
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(ii) the amount, if any, by which the amount 
determined under subparagraph 66.4(2)(a)(il) 
exceeds the amount determined under subpar- 
_ agraph 66.4(2)(a)(i), 
ims the lesser of 


~@) ‘the amount, if any, by which the amount 

determined under subparagraph (a)(i) exceeds 

the amount determined under subparagraph 

(a)(ii); and 

(ii) the amount, if any, by which the total of 

all amounts each of which is 
(A) an amount included in:the taxpayer’s 
income for the year by virtue of a disposi- 
tion in the year of inventory described in 
section 66.3 that was a share, any interest 
therein or right thereto, acquired by the 
taxpayer under circumstances described in 
paragraph (g):of the definition “Canadian 
development expense” in subsection (5) or 
paragraph (i) of the definition “Canadian 
exploration “expense” in subsection 
66.1(6), or | 
(B) an amount included. by. virtue of para- 
graph 12(1)(e) 1n computing the taxpayer’s 
income for the year to the extent that it re- . 
lates to: inventory described in clause (A) 


exceeds 


(C) the total of all amounts deducted as a 
reserve by..virtue of paragraph 20(1)(n) in 
computing the taxpayer’s: income for the 
year to the extent-that the reserve relates. to 
inventory described in clause (A), and 


(c) 30% of the amount, if any, by which -the 
amount determined under subparagraph (b)(i) ex- 
ceeds the amount determined under auppaestaph 
(b) (ii). 
Related Provisions: 66(13.1)—Short — taxation - year; 
110.6(1)“investment. expense’”’(d) — effect of claim.under 66.2(2) 
on capital, gains exemption. See additional Related provisions and 
Definitions.at end of s.. 66,2..; 
History: Subpara. 66:2(2)(a)(i) substituted by 1994, c. 7, Sch. II 
(1991, c. 49), subsec. 40(2), applicable to taxation years ending af- 
ter February 17, 1987: Subpara.(a)(1) formerly read: 
(i) the amount of the taxpayer’s cumulative Canadian devel- 
opment expense at the end of the year, and 
Pre-RSC History: Subsec. 66.2(2) substituted: by, 1980-81-82-83, 
c..48, subsec..35(2), applicable to taxation years ending after De- 
cember 11, 1979. Subsec. (2) formerly read: 
(2) A taxpayer may deduct, in computing his income for a 
taxation year, such amount as he may.claim not exceeding the 
aggregate of 
. (a) the lesser of , 
(i) the amount of his cumulative Canadian develop- 
ment expense at:the-end of the) year, and 
(11) the amount by which the aggregate of 
(A) any amount included in his income for the 
year by virtue of the sale of inventory of the tax- 
payer described in section 66.3, and 
(B) any amount included by virtue of paragraph 
12(1)(e) in computing his income for the year to 
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the extent that that amount relates to inventory 
described in section 66.3 


exceeds 


(C) any amount deducted as a reserve by virtue 
of paragraph, 20(1)(n) in computing his income 
for the year to the extent that that reserve relates 
to inventory described in section 66.3, and 


(b) 30% of the amount, if any, by. which the amount de- 
termined under subparagraph (a)(i) exceeds the amount 
determined under subparagraph (a)(1i). 


Subsec. 66.2(2) substituted by 1976-77, c. 4, subsec: 25(1), applica- 
ble to taxation years. ending after May 25, 1976. Subsec. (2) for- 
merly read: 


(2) A taxpayer may deduct, son at aaitag his income for a 
taxation year, such amount as he may claim not exceeding 
30%, of his cumulative Canadian development expense at the 
end of the year. 


Interpretation Bulletins: IT-438R2: Crown charges — resource 
properties in Canada. 


Advance Tax Ruling: ATR-59: Financing exploration and devel- 
opment through limited. partnerships. ) 


(3) [Repealed under former Act] 


History: Subsec. 66.2(3) repealed by 1987, c. 46, subsec. 20(2), 
applicable to taxation years ending after February 17, 1987. Subsec. 
(3) formerly read: 


(3) Successor corporation’s Canadian development ex- 
pense — Where a corporation (in this subsection referred to 
as the “successor corporation”) has at any time after May 6, 

. 1974 acquired, by: purchase, amalgamation, merger, winding- 
up or otherwise (other than pursuant to an.amalgamation that 
is described in subsection 87(1.2) or a winding-up to which 
the rules in subsection 88(1) apply), from another person (in 
this subsection referred to as. the .“‘predecessor”), all or sub- 
stantially all-of the Canadian resource properties of the prede- 
cessor and (except in the case of an amalgamation or a wind- 
ing-up) the predecessor and the successor corporation have — 
jointly elected in prescribed form on or before the day that is 
the earlier of the days on or before which either taxpayer 
-making the election is required to file a return of income pur- 
suant to section 150 for the taxation year in which the trans- 
action to which the election relates occurred, there may be 
deducted by the successor corporation in computing its in- 
come under this Part for a taxation year such amount as it 
may claim not exceeding the lesser of 


(a) 30% of the amount by which 
(1) the amount, if any, by which 


(A) the cumulative Canadian development ex- 
pense of the predecessor, determined at the time 
immediately after the properties were so ac- 
quired by the successor corporation, to the extent 
that it has not been | 


(I) deducted by the successor corporation in 
computing its income for a preceding taxa- 
tion year, 

(II) deducted by. the predecessor in comput- 
ing his income for any taxation year, or 


(III) designated by the predecessor pursuant 
to subsection 66(14.2) for any taxation year 


exceeds 
(B) any amount required to be deducted under 
paragraph 66.1(10)(b) in respect of the successor 
corporation at any time before the end of the 
year, 
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exceeds 


(ii) the aggregate of all amounts each of which is an 
amount that became receivable by the successor cor- 
poration in the’taxation year ora preceding taxation 
year, is included in the amount. determined under 
clause '(5)(b)(v)(A) and may reasonably be regarded 
as attributable to the disposition by the successor 
corporation of any property owned by the predeces- 
sor immediately before the acquisition thereof by the 
successor corporation, and 


(b) the amount that is equal to such, part of its income for 
the year, if no deduction were allowed under this section, 
section 65, 66 or 66.1 or the Jncome Tax Application 
Rules, 1971 in respect of this paragraph (minus the de- 
ductions allowed for the year by subsection (4) and sec- 
tions 112 and 113); as may Sarai be regarded as at- 
tributable to 


(i) the production of petroleum, or natural gas from 
natural, accumulations thereof or from oil or gas 
wells, or the production of minerals from mines, situ- 
ated on. property, in Canada in. respect, of which the 
predecessor had, immediately before the, acquisition 
by the, successor corporation of the property so ac- 
quired, an interest or a right to take or remove petro- 

.. leum or natural gas or a right to take. or remove min- 
erals, and ; a 


(ii) the amount, if any, by which the aggregate of all 
amounts each of which is an amount 


(A) required by subsection 59(2) to be included 
in computing its income for the year, and 


(B), in respect. of a reserve deducted in comput- 
ing the predecessor’s, income and deemed by 
paragraph 87(2)(g) or by virtue of that paragraph 
and paragraph 88(1)(e.2) to have been deducted 
by the successor corporation as a reserve in com- 
puting its income for a preceding year, 


exceeds the aggregate of amounts, if any, deducted 
in-computing the successor corporation’s income for 
the year by virtue of subsection 64(1), (1.1) or (1.2) 
in respect of dispositions: of Prcpeaty by the 
predecessor; 


and, in respect of any expense included in the cumulative Ca- 
nadian’ development expense referred to in clause (a)(i)(A), 
no deduction may be made under this section by the prede- 
cessor in, computing; his income for a taxation year subse- 
quent to his taxation year in which,the property.so acquired 
was. acquired by the successor corporation. 


Subpara. 66.2(3)(a)(i) substituted, and all that portion of subsec. 
66.2(3) following para. (b) amended to substitute “clause (a)(i)(A)” 
for “subparagraph (a)(i)”, by 1986, c: 55, subsecs. 13(1), (2), appli- 
cable with respect to expenses incurred after March 1987. Subpara. 
(a)(i) formerly read: 


(i) the cumulative Canadian development expense of. the 
predecessor, determined at the time immediately after the 
properties were so acquired by the successor corporation, to 
the extent that it has not been deducted by the successor cor- 
poration in computing its income for a preceding taxation 
year and has not been deducted by the predecessor in comput- 
ing his income for any taxation year or designated by the 
predecessor pursuant to subsection 66(14.2) for any taxation 
year, 


Subpatai 66.2(3)(a)(i) sek dado by 1986, c. 2, subsec. 18(2), to sub- 
stitute “the properties were so acquired” for “the property so ac- 
quired was acquired” and-to add “or designated by the predecessor 
pursuant to subsection 66(14.2) for any taxation year”, applicable to 
1985. et seq. 
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Subpara. 66.2(3)(b)(i) substituted by 1986, c. 2, subsec. 31(2), ap- 
plicable to taxation years ending after March 1985 to add “natural 
accumulations thereof. or from oil or gas”. 


All that portion of subsec. 66.2(3) preceding para. (a) substituted by 
1985, c. 45, subsec. 30(1), applicable with respect to acquisitions 
occurring after 1982 except that with respect to acquisitions occur- 
ring after 1982 and ina taxation year commencing before 1985 the 
reference to “Canadian resource properties of the predecessor” shall 
be read as a reference to “‘property of the predecessor used by him 
in carrying on in Canada such of the businesses described in any of 
subparagraphs 66(15)(h)(i) to (vii) as were carried on by him”. That 
portion of subsec. (3) formerly read: 


(3) Successor corporation’s Canadian development ex- 
pense — Where. a corporation (in this subsection referred to 
as the “successor corporation”) has, at any time after May 6, 
1974, acquired, by purchase or otherwise (including an acqui- 
sition as a result of an amalgamation described in section 87), 
from another person (in this subsection referred to as the 
“predecessor’) all or substantially all of the property of the 
predecessor used by him in carrying on in Canada such of the 
businesses described in any of subparagraphs 66(15)(h)(1) to 
(vii) as were carried on by him, and (except in the case of an 
amalgamation or a winding-up) the predecessor and the suc- 
cessor corporation have jointly elected in prescribed form on 
or before the day that is the earlier of the days on or before 
which either taxpayer making the election is required to file a 
return of income pursuant to section 150 for the taxation year 
in which the transaction to which. the election relates oc- 
curred, there may be deducted by the successor corporation in 
computing its income under this Part for a taxation year, such 
amount as it may claim not exceeding the lesser of 


Subpara. 66.2(3)(a)(i1) substituted by 1985, c. 45, subsec. 30(2), ap- 
plicable with. respect’ to dispositions occurring in taxation years 
commencing after 1984. Subpara. (a)(ii) formerly read: 


(ii) the aggregate of all amounts each of which is an amount 
that became receivable by the successor corporation in the 
taxation year or in a preceding taxation year, that is required 
to be included in the amount determined under clause 
66.2(5)(b)(v)(A) by virtue of subsection 59(1.1) or paragraph 
59(3.1)(a) and that may reasonably be regarded as attributable 
to the disposition by the successor corporation of any prop- 
erty owned by the predecessor immediately before the acqui- 
sition thereof by the successor corporation, and 


Cl. 66.2(3)(b)(Gi)(A) amended by 1985,.c. 45, subsec. 24(8), to de- 
lete a reference to subsection 59(2.1), applicable to taxation years 
commencing after 1984. 


All that portion of subsec. 66.2(3) preceding para. (b), all that por- 
tion of subsec. 66.2(3) following para. (b) substituted; subsec. 
66.2(3) amended by substituting “predecessor” and “predecessor’s” 
for “predecessor corporation” and “predecessor corporation’s” 
wherever those expressions appeared, by 1984, c. 1, subsecs. 29(1), 
(2), (4), applicable with respect to acquisitions of property by a suc- 
cessor corporation from a predecessor after April 19, 1983. That 
portion of subsec. 66.2(3) preceding para. (b), that portion following 
para. (b) formerly read: 


(3) Successor corporation’s Canadian development ex- 
pense — Where a corporation (in this subsection referred to 
as the “successor corporation’) has, at any time after May 6, 
1974, acquired, by purchase or otherwise (including an acqui- 
sition as a result of an amalgamation described in section 87), 
from another corporation (in this subsection referred to as the 
“predecessor corporation”) all or substantially all of the prop- 
erty of the predecessor corporation used by it in carrying on 
in Canada such of the businesses described in any of subpara- 
graphs 66(15)(h)(i) to (vii) as were carried on by it, and:(ex- 
cept in the case of an amalgamation or a winding-up) the 
predecessor corporation and the successor corporation have 
jointly elected in prescribed form on or before the day that is 
the earlier of the days on or before which either taxpayer 
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making the election is required to file a return of income pur- 

suant to section 150 for the taxation year in which the trans- 

action to which the election relates occurred, there may be 

deducted by the successor corporation in computing its in- 

come under this Part’for a taxation year, such amount as it 
“may claim not exceeding the lesser of 


(a) 30% of the amount by which 


(1) the cumulative Canadian development expense of 
the predecessor corporation determined at the time 
immediately after the property so acquired was ac- 
quired by the successor corporation’ to the extent it 
has not been deducted by. the predecessor corporation 
in computing its income for any taxation year and 
has not been deducted by the successor corporation 
in computing its income for a previous taxation year, 


exceeds 


(11) the aggregate of all amounts each of which was 
an amount that became receivable in the taxation 
year or in a previous taxation year by the successor 
corporation, that are required to be included in the 
amount determined under clause 66.2(5)(b)(v)(A) by 
virtue of subsection 59(1.1) or paragraph 59(3.1)(a) 
and that may reasonably be regarded as’ attributable 
to the disposition by the successor corporation of any 
property owned by the predecessor corporation im- 
mediately before the acquisition thereof by the suc- 
cessor.corporation, and. , 


and, in respect of any expense included in the cumulative Ca- 
nadian development expense referred to in subparagraph | 
(a)(), no deduction may be made.under this section by the 
predecessor in computing his income fora taxation year sub- 
sequent to his taxation year in which the property so acquired 
was acquired by the successor corporation. 


All that portion of subpara. 66.2(3)(b)(ii) following cl. (B) ‘substi- 
tuted by 1980-81-82-83, c. 48, subsec. 35(3), applicable to taxation 
years ending after December 11, 1979, to add reference to subsec. 
rs: . 


Subsec, 66.2(3) substituted by 1979, c. 5, subsec. 21(1), applicable, 
as to para. 66.2(3)(a), to 1977 et seq., as to para, 66.2(3)(b), to 1979 
et .seq., and with respect to the election referred to in: subsec. 
66.2(3), with respect to acquisitions of property after November 16, 
1978. Subsec. (3), formerly read: 


(3) Where; a corporation (in this subsection referred to as the 
“successor corporation’) has, at any time after May 6; 1974, 
acquired, by purchase or otherwise (including an acquisition 
as a result of an amalgamation described in section 87), from 
another corporation (in this subsection referred to as the 
“predecessor corporation’’) all or substantially all of the prop- 
erty of the predecessor corporation used by it in carrying on 
in Canada such of the businesses described in any of subpara- 
graphs 66(15)(h)(i) to (vii) as were carried on by it, there may 
be deducted by the successor corporation in computing its in- 
come under this Part for a taxation year, such amount as it 
may claim not exceeding the lesser of 


(a) 30% of the cumulative Canadian development ex- 
pense of the predecessor corporation, determined at the 
time immediately after the property so acquired was ac- 
quired by the successor corporation, to the extent that it 
has not been deducted by the successor corporation in 
computing its income for a previous taxation year and 
has not been deducted by the predecessor corporation in 
computing its income for any taxation year; and 


(b) the amount that is equal to such part of its income for 
the year, if no deduction were allowed under this section, 
section 65, 66: or 66.1 or the Income Tax Application 
Rules, 1971, in respect of this paragraph (minus the de- 
ductions allowed for the year by subsection (4) and sec- 
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tions 112 and 113, as may reasonably be regarded as at- 
tributable to 


(i) the disposition of any property described in any of 
subparagraphs 66(15)(c)(1) to (vi) owned by the 
predecessor corporation immediately before the ac- 

~ quisition by the successor corporation of the property 
so acquired, and 


(ii) the production of petroleum or natural gas from 
wells, or the production of minerals from mines, situ- 
ated on property in Canada in respect of which the 
predecessor corporation had, immediately before the 
acquisition by the successor corporation of the prop- 
erty so acquired, an interest or a right to take or re- 
move petroleum or natural me or a right to take or 
remove minerals; 


and, in respect of any expense included in the cumulative 
Canadian development expense referred to in paragraph 
(a), no deduction may be made under this section by the 
predecessor corporation in computing its income for a 
taxation year subsequent to its taxation year in which the 
property so acquired was acquired by the successor 
corporation. 


(3) Where a corporation (in this subsection referred to as the 
“successor corporation”) has, at any time after May 6, 1974, 
acquired by purchase or otherwise (including an acquisition 
as a result of an amalgamation described in subsection 87(1)) 
from another corporation (in this subsection referred to as the 
“predecessor corporation”) all or substantially all of the prop- 
erty of the predecessor corporation used by it in carrying on 
its business in Canada, there may be deducted by the succes- 
sor corporation, in computing its income under this Part for a 
taxation year, in respect of the cumulative Canadian develop- 
ment expense incurred by the ne corporation, to the 
extent that such expense 


(a) was deductible but not deducted by the successor cor- 
poration in computing its income for a previous taxation 
year, and was not deducted by the predecessor corpora- 
tion in computing its income for the taxation year in 
which the property so acquired was acquired by the suc- 
cessor corporation or its income for a previous taxation 
year, and 


(b) would have been deductible by the predecessor cor- 
poration in computing its income for the taxation»year in 
which the property so Ab gnis was acquired by the suc- 
cessor corporation, 


an amount that is equal to the lesser of 


(c) 30% of the amount of such cumulative Canadian de- 
velopment expense, and 


(d) such part of its income for the year if no deduction 
were allowed under this section, section 65 or the Income 
Tax Application Rules, 1971, in respect of this paragraph 
(minus any deductions allowed for the year by sections 
66, 66.1, 112 and 113 and the provisions of the /ncome 
Tax Application Rules, 1971 allowing a deduction for the 
purposes of this paragraph), as may reasonably be re- 
garded as attributable to the production of petroleum or 
natural gas from wells, or the production of minerals 
from mines, situated on property in Canada from which 
the predecessor corporation had, immediately before the 
acquisition by the successor corporation of the property 
so acquired, a right to take or remove petroleum or natu- 
ral gas or a right to take or remove minerals; 


and, in respect of any such expense included in the amount of 
such cumulative Canadian development expense, no deduc- 
tion may be made under this section by the predecessor cor- 
poration in computing its income for a taxation year subse- 
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quent to its taxation year in which the property so acquired 
was acquired by the successor corporation. 


(4) [Repealed under former Act] 


History: Subsec. 66.2(4) repealed by 1987; c. 46, subsec. 20(2), 
applicable to taxation years RHE? after February 17, 1987. Subsec. 
66.2(4) formerly read: 


Subsec. 66.2(3) substituted by 1977-78, c. 1, subsec. 31(1), applica- 
ble to 1977 et seq. Subsec. (3) formerly read: 
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(4) Second successor corporation’s Canadian 
development expense — Where a corporation (in this sub- 
section referred to as the “second successor corporation’) has 
at any time after May 6, 1974 acquired, by purchase, amalga- 
mation, merger, winding-up or otherwise (other than pursuant 
to an amalgamation that is described in subsection 87(1.2) or 
a winding-up to which the rules in subsection 88(1) apply), 
from another corporation (in this subsection referred to as the 
“first successor corporation”) that was-a successor corpora- 
tion, within the meaning of subsection (3), all or substantially 
all of the Canadian resource properties of the first successor 
corporation and (except in the case of an amalgamation or a 
winding-up) the first successor corporation and the second 
successor corporation have jointly elected in prescribed form 
on or before the day that is the earlier of the days on or before 
which either taxpayer making the election is required to file a 
return of income pursuant to section 150 for the taxation year 
in which the transaction to which the election relates oc- 
curred, there may be deducted by the second successor corpo- 
ration in computing its income under this Part for a taxation 
year such amount as it may claim not exceeding the lesser of 


(a) 30% of the amount by which 
(i) the amount, if any, by which 


(A) the amount, if any, by which the amount de- 
termined under subparagraph (3)(a)(i) in respect 
of the first successor corporation immediately 
after the property so acquired was acquired by 
the second successor corporation exceeds the 
amount determined under subparagraph (3)(a)(i1) 
in respect of the first successor corporation at 
that time to the extent that it has not been de- 
ducted by the first successor corporation in com- 
puting its income for any taxation year and has 
not been deducted by the second successor cor- 
poration in computing its income for a preceding 
taxation year 


exceeds 


(B) any amount required to be deducted. under 
paragraph 66.1(11)(a) in respect of the second 
successor corporation at any time before the end 
of the year 


exceeds 


(11) the aggregate of all amounts each of which is an 
amount that became, receivable in the taxation year 
or a preceding taxation year by the second successor 
corporation, is included in the amount determined 
under clause (5)(b)(v)(A) and may reasonably be re- 
garded as attributable to the disposition by the sec- 
ond successor corporation of any property owned by 
the predecessor of the first successor corporation im- 
mediately before the acquisition thereof by the first 
successor corporation, and 


(b) the amount that is equal to such part of its income. for 
the year, if no deduction were allowed under this section, 
section 65, 66 or 66.1 or the Income Tax Application 
Rules, 1971 in respect of this paragraph (minus the de- 
ductions allowed for the year by sections 112 and 113), 
as may reasonably be regarded as attributable to 


(i) the production of petroleum or natural gas from 
natural accumulations thereof or from oil or gas 
wells, or the production of minerals from mines, situ- 
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ated on property in Canada in respect of which the 
predecessor of the first successor corporation had, 
immediately before the acquisition by the first suc- 
cessor corporation of the property so acquired by the 
second successor corporation, an interest or a right to: 
take or remove petroleum or natural gas or a right to 
take or remove minerals, and 


(ii) the amount; if any, by which the aggregate of all 
amounts each of which is an amount 


(A) required by subsection 59(2) to be included 
in computing its income for the year, and 


_(B) in respect of a reserve deducted in comput- 
ing the income of the predecessor of the first 
successor corporation and deemed by paragraph 
87(2)(g) or by virtue of that paragraph and para- 
graph 88(1)(e.2) to have been deducted by the 
second successor corporation as a reserve in. 
computing its income for a preceding year, 


exceeds the aggregate of amounts, if any, deducted 
in computing the income of the second successor 
corporation for the year by virtue’ of subsection 
64(1), (1-1) or (1.2) in respect of dispositions of 
property by the predecessor of the first successor 
corporation; 


and, in respect of any expense included in the amount re- 
ferred to in clause (a)(i)(A), no deduction may be made 
under this section by the first successor corporation in 
computing its income for a taxation year subsequent to its 
taxation year in which the property so acquired was ac- 
quired by the second successor corporation. 


Subpara. 66.2(4)(a)(i) substituted, and all that portion of subsec. 
66.2(4) following para. (b) amended to substitute “clause (a)(1)(A)” 
for “subparagraph (a)@)”, by 1986, c. 55, subsecs. 13(3), (4), appli- 
cable with respect to expenses incurred after March 1987. Subpara. 
66.2(4)(a)(i) formerly read: 


(i) the amount, if any, by which the amount determined under 
subparagraph (3)(a)(1) in respect of the first successor corpo- 
ration immediately after the property so acquired was ac- 
quired by. the second successor corporation exceeds the 
amount determined under paragraph (3)(a)(ii) in respect of 
the first successor corporation at that time, to the extent it has 
not been deducted by the first successor corporation in com- 
puting its income for any taxation year and has not been de- 
ducted by the second successor corporation in computing its 
income for a preceding taxation year 


Subpara. 66.2(4)(b)(@j) amended by 1986, c. 6, subsec. 31(2), to add 
“natural accumulations thereof or from oil or gas”, applicable to 
taxation years ending after March 1985. 


All that portion of subsec. 66.2(4) preceding para. (a) substituted by 
1985, c. 45, subsec. 30(3), applicable with respect to acquisitions 
occurring after 1982 except that with respect to acquisitions occur- 
ring after 1982 and in a taxation year commencing before 1985 the 
reference to “Canadian resource properties of the first successor 
corporation” shall be read as a reference to “property of the first 
successor corporation used by it in carrying on in Canada such of 
the businesses described in any of subparagraphs 66(15)(h)(i) to 
(vii) as were carried on by it”. That portion of subsec. 66.2(4) for- 
merly read: 


(4) Second successor corporation’s Canadian 
development expense — Where a corporation (in this sub- 
section referred to as the “second successor corporation’) has, 
at any time after May 6, 1974, acquired, by purchase or other- 
wise (including an acquisition as a result of an amalgamation 
described in section 87), from another corporation (in this 
subsection referred to as the “first successor corporation’’) 
that was a successor corporation within the meaning of sub- 
section (3), all or substantially all of the property of the first 
successor corporation used by it in carrying on in Canada 
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such of the businesses described in any of subparagraphs 
66(15)(h)(i) to (vii) as were carried on by it and (except in the 
case of an amalgamation or a winding-up) the first successor 
corporation and the second successor corporation have jointly 
elected in prescribed form on or before the day that is the 
earlier of the days on or before which either taxpayer making 
the election is required to file a return of income pursuant to 
section 150 for the taxation year in which the transaction to 
which the election relates occurred, there may be deducted by 
the second successor corporation in computing its income 
under this Part for a taxation year, such amount as it may 
claim not exceeding the lesser of 


All that portion of para. 66.2(4)(a) preceding subpara. (ii) substi- 
tuted by 1985, c. 45, subsec. 30(4), applicable to taxation years end- 
ing after 1984. That portion of para. 66.2(4)(a) formerly read: 


(a) 30% of the amount by which the 


(1) cumulative Canadian development expense of the 
predecessor referred to in subparagraph (3)(a)(i) deter- 
mined at the time immediately after the property so ac- 
quired was acquired by the first successor corporation to 
the extent it has not been deducted by the first successor 
corporation in computing its income for any taxation year 
and has not been deducted by the second successor cor- 
poration in computing its income for a previous taxation 
year, 


exceeds 


Subpara. 66.2(4)(a)(ii) substituted by 1985, c. 45, subsec. 30(5), ap- 
plicable with respect to dispositions occurring in taxation years 
commencing after 1984. Subpara. 66.2(4)(a)(Gi) formerly read: 


(ii) the aggregate of all amounts each of which was, an 
amount that became receivable in the taxation year or in a 
previous taxation year by the second successor corporation, 
that are required to be included in the amount determined 
-under clause 66.2(5)(b)(v)(A). by virtue of subsection 59(1.1) 
or paragraph 59(3.1)(a) and that may reasonably be regarded 
as attributable to the disposition by the second successor cor- 
poration of any property owned by the predecessor of the first 
successor corporation immediately before the acquisition 
thereof by the second successor corporation, and 


Cl. 66.2(4)(b)Gi)(A) amended by 1985, c..45, subsec: 24(8), to de- 
lete a reference to subsection 59(2.1), applicable to taxation years 
commencing after 1984. 


Subsec. 66.2(4) amended by 1984, c. 1, subsec. 29(4), applicable 
with respect to acquisitions of property by a successor corporation 
from a predecessor after April 19, 1983, to substitute “predecessor” 
and “‘predecessor’s” for “predecessor corporation” and “predecessor 


corporation’s” wherever those expressions appeared. 


All that portion of subpara. 66.2(4)(b)(1i) following cl. (B) substi- 
tuted by 1980-81-82-83, c. 48, subsec. 35(4),. applicable to taxation 
years ending after December 11, 1979, to add reference to subsec. 
(1.2). 


Subsec. 66.2(4) substituted by 1979, c. 5, subsec. 21(1), applicable, 
as to para. 66,.2(4)(a), to 1977 et seq., as to para. 66.2(4)(b), to 1979 
et seg., and with respect to the election referred to im subsec. 
66.2(4), with respect to acquisitions of property after November 16, 
1978. Subsec. 66.2(4) formerly read: 


(4) Where a corporation (in this subsection referred to as the 
“second successor corporation’) has, at any time after May 6, 
1974, acquired, by purchase or otherwise (including an acqui- 
sition as a result of an amalgamation described in section 87), 
from another corporation (in this subsection referred to as the 
“first successor corporation”) that was a successor corpora- 
tion within the meaning of subsection (3), all or substantially 
all of the property of the first successor corporation used by: it 
in carrying on in Canada such of the businesses described in 
any of subparagraphs 66(15)(h)(i) to (vii) as were carried on 
by it, there may be deducted by the second successor corpora- 
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tion-in computing its income under this Part for a taxation 
year; such amount as it may claim not exceeding the lesser of 


(a) 30% of the cumulative Canadian development ex- 
pense of the predecessor corporation referred to in para- 
graph (3)(a), determined at the time immediately after the 
property so acquired was acquired by the first successor 
corporation to the extent that it has not been deducted by 
the second successor corporation in computing its income 
fora previous taxation year and has not been deducted by 
the first successor corporation in computing its income 
for any taxation year; and 


(b) the amount that is equal to such part of its income for 
the year, if no deduction were allowed under this section, 
section 65, 66 or 66.1 or the Income Tax Application 
Rules, 1971] in respect of this paragraph (minus the de- 
ductions allowed for the year by sections 112. and 113), 
as may reasonably be regarded as attributable to 


(1) the disposition of any property described in any of 
subparagraphs 66(15)(c)(i) to (vi) owned by the 
predecessor of the first successor corporation, within 
the meaning of subsection (3), immediately before 
the acquisition by the first successor corporation of 
the property so acquired by the second successor cor- 
poration, and 


(ii) the. production of petroleum or, natural, gas from 
wells, or the, production of minerals from mines, situ- 
ated on property in Canada in respect of which the 
predecessor of the first successor corporation, within 
the meaning of subsection (3), had, immediately 
before the acquisition by the first successor corpora- 
tion ofthe property so acquired. by the second suc- 
cessor corporation, an. interest or.a right to take or 
remove petroleum or natural gas or a right to take or 
remove minerals; 


and, in respect of any expense included in the amount re- 
ferred to in paragraph (a), no deduction may be made under 
this section by the first successor corporation in computing its 
income for a taxation year subsequent to its taxation year in 
which the property so acquired was acquired by the second 
successor corporation. 


Subsec. 66.2(4) substituted by 1977-78, c. 1, subsec. 31(1), applica- 
ble to 1977: et seq. Subsec. 66.2(4): formerly read: 


(4) Where.a corporation (in this subsection referred to as the 
“second successor corporation”) has, at any time after May 6, 
1974, acquired by purchase or otherwise (including an acqui- 
sition as a result of an amalgamation described in subsection 
87(1)) from a corporation (in this subsection referred to as the 
“first successor Corporation’) that was a successor corpora- 
tion within the meaning of subsection (3), all.or substantially 
all of the property of the first successor corporation used by it 


in carrying on in Canada its business, there may be deducted 


by the second successor corporation, in computing its income 
under this Part for a taxation year, in respect of the cumula- 
tive Canadian development expense referred to in paragraph 
(3)(a) for the purpose of determining the deduction allowable 


to the first successor corporation under subsection (3) in com-’ 


puting its income for a previous taxation year, to the extent 
that such expense 


(a) was not deducted by the second successor corporation 
or any other corporation in computing its income for a 
previous taxation year, and was not deducted by the first 
successor corporation in computing its income for. the 
taxation year in which the property so acquired was ac- 
quired by the second successor corporation, and 


(b) would, but for paragraph (3)(b), have been deductible 
by the first successor corporation in computing its in- 
come for the taxation year in which the property so ac- 
quired was acquired by the second successor corporation, 
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an amount that is equal to. the lesser of 


(c) 30% of the amount of the aggregate referred to in par- 
agraph (a), and 


(d) such part of its income for the year if no deduction 
were allowed under this section, section 65 or the Income 
Tax Application Rules, 1971 in respect of this paragraph 
(minus any deductions allowed for the year by sections 
66, 66.1, 112 and 113 and the provisions of the Income 
Tax Application Rules, 1971 allowing a deduction for the 
purposes of this paragraph) as may reasonably be re- 
garded as attributable to the production of petroleum or 
natural gas from: wells, or the production of minerals 
from mines, situated on property in Canada from which 
the predecessor of the first successor corporation within 
the meaning of subsection (3) had, immediately before 
the acquisition by the first successor corporation of the 
property so acquired by the second successor corpora- 
tion, a right to. take or remove petroleum or-natural gas or 
a Tight to take or remove minerals; 


and, in respect of the aggregate referred to in paragraph (a), 
no deduction may be made under this section by the first suc- 
cessor corporation in computing its income for a‘taxation year 
subsequent to its taxation year in which the property, so: ac- 
quired was acquired by the second successor corporation. 


(5) Definitions — In this section, 

Related Provisions: 66(15.1) — Application of subsecs. 66.1(6), 
66.2(5), 66.4(5) and 66.5(2); 66.1(6.1) — Application of ‘subsecs. 
66(15), 66.2(5) and 66.4(5). 

Pre-RSC History: The opening words also referred to ss. 66 and 
66.1. See now subsecs. 66(15.1) and 66.1(6.1).°-- 


“Canadian development expense” of a. taxpayer 
means any, cost or expense incurred after. May 6, 
1974 that is 
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(a) any expense incurred by the taxpayer in 


_ (i) drilling or converting a well in Canada for 
the disposal of waste liquids. from an oil or 
gas well, 

(ii) drilling or completing an oil or gas well in 
Canada, building a temporary access road to 
the well or preparing a site in ‘respect of the 
well, to the extent that the expense ‘was not a 
Canadian exploration expense of the taxpayer 
in the taxation year in which it was: incurred, 


(iii) drilling or converting a well in Canada for 
the injection of ‘water, gas or any other sub- 
stance to assist in the recovery of petroleum or 
natural gas from another well, 

(iv) drilling for water or gas in Canada for in- 
jection into a petroleum or natural gas forma- 
tion, or 


(v) drilling or converting a well in Canada for 
the purposes of monitoring fluid levels, pres- 
sure changes or other phenomena in an ac- 
cumulation of petroleum or natural gas, 
(b) any expense incurred by the taxpayer in drill- 
ing or recompleting an oil or gas well in Canada 
after the commencement of production from the 
well, 
(c) any expense incurred by the taxpayer before 


November 17, 1978 for the purpose of bringing a 
mineral resource in Canada into production and 
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incurred prior to the commencement of produc- 
tion from the resource in reasonable commercial 
quantities, including 


(i) clearing, removing overburden and strip- 
ping, and 

(ii) sinking a mine shaft, constructing an adit 
or other underground entry, 


(d) any expense (other than an amount included 
in the capital cost of depreciable property) in- 
curred by the taxpayer after 1987 


(i) in sinking or excavating a mine shaft, main 
haulage way or similar underground work de- 
signed for continuing use, for a mine in a min- 
eral resource in Canada built or excavated af- 
ter the mine came into production, or 


(ii) in extending any such shaft, haulage way 
or work, 


(e) notwithstanding paragraph 18(1)(m), the cost 
to the taxpayer of any property described in para- 
graph (b), (e) or (f) of the definition “Canadian 
resource property” in subsection. 66(15). or any 
right to or interest in such property (other than 
such a right or interest that the taxpayer has by 
virtue of being a beneficiary of a trust) but not 
including any. payment made to any of the per- 
sons referred to in any of subparagraphs 
18(1)(m)() to (iii) for the preservation of a tax- 
payer’s rights in respect of a Canadian resource 
property nor a payment to which paragraph 
18(1)(m) applied by virtue of subparagraph 
18(1)Gn)(v), 

(f) subject to section 66.8, the taxpayer’s share of 
any expense referred to in any of paragraphs (a) 
to (e) incurred by a partnership in a fiscal period 
thereof at the end of which the taxpayer was a 
member of the partnership, unless the taxpayer 
elects in respect of the share in prescribed form 
and manner on or before the day that is 6 months 
after the taxpayer’s taxation year in which that 
period ends, or 


(g) any cost or expense referred to in any of 
paragraphs (a) to (e) incurred by the taxpayer 
pursuant to an agreement in writing with a corpo- 
ration, entered into before 1987, under which the 
taxpayer incurred the cost or expense solely as 
consideration for shares, other than prescribed 
shares, of the capital stock of the corporation is- 
sued to the taxpayer or any interest in such shares 
or right thereto, 


but, for greater certainty, shall not include 


(h) any consideration given by the taxpayer for 
any share or any interest therein or right thereto, 
except as provided by paragraph (g), 

(i) any expense described in paragraph (g) in- 
curred by any other taxpayer to the extent that the 
expense. was, 


(i) by: virtue of that paragraph, a Canadian de- 
velopment expense of that other taxpayer, 
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(ii) by virtue of paragraph (i) of the definition 
“Canadian exploration expense” in subsection 
66.1(6), a Canadian exploration expense of 
that other taxpayer, or 

(iii) by virtue of paragraph (c) of the defini- 
tion “Canadian oil and gas property.expense” 
in subsection 66.4(5), a Canadian oil and gas 
property expense of that other taxpayer, 


(j) any amount included at any time in the capital 
cost to the taxpayer of any depreciable property 
of a prescribed class, or 


(k) the taxpayer’s share of any consideration, ex- 
pense, cost or expenditure referred to in any of 
paragraphs (h) to (j) given or incurred by a 
partnership, 


but any assistance that a taxpayer has received or is 
entitled to receive after May 25, 1976 in respect of 
or related to the taxpayer’s Canadian development 
expense shall not reduce the amount of any of the 
expenses described in any of paragraphs (a) to (g); 


Related Provisions: 13(7.5) — Depreciable property treatment 
for costs associated with building roads and similar projects ; 
18(1)(m) — Royalties, etc.; 53(1)(e)(vii.1) — Addition to adjusted 
cost base — partnership interest; 66.2(2) — Deduction for cumula- 
tive Canadian development expenses; 66.2(8) — Presumption; 
66.3 — Exploration and development shares; 248(1)“Canadian de- 
velopment expense” — Definition applies to entire Act; 248(16) — 
GST input tax credit and rebate deemed to be government assis- 
tance; 248(18) — GST — repayment of input tax credit; Jnterpreta- 
tion Act 8(2.1), (2.2) — Application to exclusive economic zone 
and continental shelf. See additional Related provisions and Defini- 
tions .at end of\s. 66.2. 


History: Paras. (j) and (k) added to the definition “Canadian devel- 
opment expense” in subsec. 66.2(5) by 1997, c. 25, s. 15, applicable 
to taxation years that end after December 5, 1996. 


Para. (f) of “Canadian development expense” in subsec. 66.2(5) 
amended by 1994, c. 7, Sch. VIII (1993, c. 24), s. 24, applicable to 
partnership fiscal periods ending after July 1990, ‘except that an 
election referred to in the para. that is filed before December 11, 
1993, shall be deemed to have been filed on a timely basis. Para. (f) 
formerly read: 


(f) subject to section 66.8, the taxpayer’s share of any ex- 
pense referred to in any of paragraphs (a) to (e) incurred by a 
partnership in a fiscal period thereof, if, at the end of that :pe- 
riod, the taxpayer was a member of the partnership, or 


Pre-RSC History: The definition “Canadian development ex- 
pense” was para. 66.2(5)(a). See Table of Concordance. 


Subpara. 66.2(5)(a)(ii.1) added by 1988, c. 55, subsec. 43(1), appli- 
cable with respect to expenses incurred after 1987, other than 
amounts included in the capital cost of depreciable property. 


Subpara. 66.2(5)(a)(iv) amended by 1988, c. 55, subsec. 43(2), to 
add “‘subject to section 66.8”, applicable after June 17, 1987. 


All that portion of para. '66.2(5)(a) preceding subpara. (i) amended 
by 1986, c. 55, subsec. 13(5), to substitute “any cost or expense in- 
curred” for “any outlay or expense made or incurred”. 


Cl. 66.2(5)(a)(i)(B) amended by 1986, c. 55, subsec. 13(6), to sub- 
stitute “was not a Canadian exploration expense of the taxpayer in 
the taxation year in which it was incurred” for “is nota Canadian 
exploration.expense”, applicable with respect to expenses incurred 
after March 1987. 

Subpara. 66.2(5)(a)(v) amended by 1986, c. 55, subsec. 13(7), to 
substitute “cost or expense” for “expense” (in two places) and 
“agreement in writing with a corporation, entered into before 1987,” 
for “agreement with a corporation’. 
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All that portion of para: 66.2(5)(a). following subpara. (vii) substi- 
tuted by 1986, c. 55, subsec. 13(8), applicable with respect to ex- 
penses incurred after December 19, 1986. That portion of para. (a) 
formerly read: 


but no amount of assistance or benefit that a taxpayer has re- 
ceived or is entitled to receive after May 25, 1976 from a 
government, municipality or other public authority in respect 
of or related to his Canadian development expense, whether 
as a grant, subsidy, forgivable loan, deduction from royalty or 
tax, investment allowance or any other form of assistance or 
benefit, shall reduce the amount of any of the expenses de- 
scribed in any of subparagraphs (i) to (v); and 


Cl. 66.2(5)(a)(1)(E): added by, 1985, c. 45, subséc. 30(6), applicable 
with respect to expenses incurred after 1981. 


Subpara. 66.2(5)(a)(iii) substituted by 1985, c, 45, subsec. 30(7), 
applicable with respect to dispositions occurring in taxation years 
commencing after 1984. Subpara. (a)(ii1) formerly read: 


(111) notwithstanding paragraph 18(1)(m), the cost to him of 
any Canadian resource property described in subparagraph 
66(15)(c)(ii), (v) or (vi) or of any right to (including a right to 
receive proceeds of disposition in respect thereof) or interest 
in any such property (other than property of a trust), but not 
including any payment made to any of the persons referred to 
in any of subparagraphs 18(1)(m)(i) to (iii) for the preserva- 
tion of a taxpayer’s rights in respect of a Canadian resource 
property or a property that would have been a Canadian re- 
source property if it had been acquired by the taxpayer after 
1971, and not including a:payment’to which paragraph 
18(1)(m) applied by virtue of subparagraph (v) thereof, 


Cl. 66.2(5)(a)(i)(C) substituted to substitute “water, gas or any other 
substance” for “water or gas”; subsec. 66.2(5) amended to substitute 
“predecessor” and “predecessor’s” for “predecessor corporation” 
and “predecessor corporation’s”, wherever those expressions ap- 
peared, by 1984, c. 1, subsecs. 29(3) and (4) respectively. Subsec. 
29(3) of c. 1, applicable with respect to expenses incurred after 
1980. Subsec. 29(4) of.c. 1, applicable with respect to acquisitions 
of property by a successor corporation from a predecessor after 
April 19, 1983. ! 


Subpara. 66.2(5)(a)(v) substituted by 1980-81-82-83, c. 140, subsec. 
35(1), applicable with respect to any outlay or expense made or in- 
curred after. 1982, to add *, other than prescribed shares,”. 


All that portion of para. 66.2(5)(a) preceding subpara. (i), subparas. 
66.2(5)(a)(ii), (v) and (vii) substituted by 1980-81-82-83, c. 48, 
subsecs. 35(5)-(8), subpara. 66.2(5)(a)(iii), applicable with respect 
to acquisitions of property occurring after December 11, 1979 and 
subpara. 66.2(5)(a)(vil) applicable to taxation years ending after De- 
cember 11, 1979, That portion and subparas.. (a)(ii1), (v) and (vi1) 
formerly read: 


(a) “Canadian development expense” of a taxpayer means 
any outlay or expense, made or incurred, or.deemed to have 
been made or incurred, after May 6, 1974 that is 


(111) notwithstanding paragraph 18(1)(m), the cost to him 
of a Canadian resource property or an amount paid or 
payable to Her Majesty in right of the Province of Sas- 
katchewan as a net royalty payment pursuant to a net roy- 
-alty petroleum and natural gas lease that was in effect on 
March 31, 1977 to the extent that it can reasonably be 
regarded as a cost of acquiring the lease, but not includ- 
ing any payment made to any of the persons referred to in 
any of subparagraphs 18(1)(m)(i) to (iii) for the preserva- 
tion of a taxpayer’s rights in respect of a Canadian re- 
source property or a property that would have been a Ca- 
nadian resource property if it had been acquired by the 
taxpayer after 1971, and not including a payment (other 
than a net royalty payment referred to in this subpara- 
graph) to which paragraph 18(1)(m) applied by virtue of 
subparagraph (v) thereof, 
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(v) any expense referred to in any of subparagraphs (i) to 
(iii) incurred by the taxpayer pursuant to an agreement 
with a corporation under which the taxpayer incurred the 
expense solely as consideration for shares of the capital 
stock of the corporation issued to him by the corporation 
or any interest in such shares or right thereto, 


(vii) any expense described in subparagraph (v) incurred 
by any other taxpayer to the extent that the expense was, 
by virtue of that subparagraph, a Canadian development 
expense of that other taxpayer or was, by virtue of sub- 
paragraph 66.1(6)(a)(v), a,Canadian exploration expense 
of that other taxpayer, 


Cl. 66.2(5)(a)(i)(B) substituted, subparas. 66.2(5)(a)(i.1) added, (ii), 
(iv) substituted by 1979, c. 5, subsecs. 21(2)—(5), applicable, as to 
cl. 66.2(5)(a)()(B), to taxation-years ending after May 6, 1974, as to 
subpara.66,.2(5)(a)G.1), with respect to expenses incurred after No- 
vember 16, 1978. Subparas. (a)(ii), (iv) formerly read: 


(ii) any expense incurred by him for the purpose of bringing a 
mineral resource in Canada into production and incurred prior 
to the commencement of production from the resource in rea- 
‘sonable commercial quantities, including 


(A) clearing, removing overburden and stripping, and 


' (B) sinking a mine shaft, constructing an adit or other un- 
* derground entry, 


(iv) his share of any expense referred to in any of subpara- 
graphs (i) to (iii), incurred-by any association, partnership or 
syndicate in a fiscal period of that association, partnership or 
syndicate, if at the end of that fiscal period he was a member 
‘or partner thereof, or 


Subpara. 66.2(5)(a)(ii) substituted by 1977-78, .c, 1, subsec. 31(2), 
applicable with respect to amounts paid or payable after May 6, 
1974 in respect of the period after that date. 


All that portion of para. 66.2(5)(a) following subpara. (ii) substi- 
tuted by 1976-77, c. 4, subsec. 25(2), subparas. 66.2(5)(a)(iii)—(vii), 
applicable to amounts paid or payable and. the fair market value of 
property paid or payable after May 6, 1974, and that portion of para. 
66.2(5)(a) following subpara. (vii) applicable to taxation years end- 
ing after May 25, 1976. 


Selected Cases [subsec. 66.2(5)“Canadian development 
expense”]: Gulf Canada Ltd. v. Canada, [1991] 1.C.T.C. 99 
(FCTD); aff’d [1992] 1 C.T.C. 183 (FCA); leave to appeal to SCC 
refused (sub nom. Gulf Canada Ltd. v.. MNR) (1992), 141 NR 393 
(note) (Interpretation of: “Canadian exploration expenses”, “Cana- 
dian development. expenses”, “taxable production : profits”) ; 
International Nickel Co. of Canada Ltd. v. MNR, [1969]. C.T.C. 106 
(Exch) (Expenses for establishment of town for employees not de- 
velopment expenses). 


Regulations: 6202 (prescribed share). 


Interpretation Bulletins: IT-109R2: Unpaid amounts; IT-438R2: 
Crown charges — resource properties in Canada; IT-503: Explora- 
tion and development shares. 


Advance Tax Ruling: ATR-59: Financing exploration and devel- 
opment through limited partnerships. 


Forms: T1086: Election by a partner. 
“cumulative Canadian development expense” of a 


taxpayer at any time in a taxation year means the 
amount determined by the formula 


(A+B+C+D+D.1)-(E+F 
+G+H+1I+J+K+L+M+M.1+N +O) 
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where 


A. is the total of all Canadian development expenses 


made or incurred by the taxpayer before that 
time, . | 


the total of all amounts required by virtue of sub- 
section (1) to be included in computing the 
amount referred to in paragraph 59(3.2)(c) for 
taxation years ending before that time, 


is the total. of all amounts referred to in the 
description of F or G that are established by the 
taxpayer to have become a bad debt before that 
time, 


is such part, if any, of the amount determined. for 
M as has been repaid before that time by the tax- 
payer pursuant to:a legal eae seat to repay all or 
any part of that amount, 


D.1 is the total of all specified amounts determined 


under paragraph 66.7(12.1)(b). in respect of the 
taxpayer for taxation years ending before. that 
time, 


is the total of all amounts deducted in computing 
the taxpayer’s income for a taxation year ending 
before that time in respect of the taxpayer’s cu- 
mulative Canadian development expense, 


is the total- of all amounts each of which is an 
amount in respect of a property described in para- 
graph (b), (e) or (f) of the definition “Canadian 
resource property” in subsection 66(15) or a right 
to or interest in such a property, other than such a 
right or interest that the taxpayer has by virtue of 
being a beneficiary of a trust, (in this description 
referred to as the “particular property”) disposed 
of by the taxpayer before that time equal to the 
amount, if any, by which . 


(a) the amount, if any, by which the proceeds 
of disposition in respect of the particular prop- 
erty that became receivable by the taxpayer 
after May 6, 1974 and before that time exceed 
any outlays or expenses that were made or in- 
curred. by the taxpayer after May 6, 1974, and 


before that time for the purpose of making the | 


disposition and that were not otherwise de- 
ductible for the purposes of this Part 


exceeds 
(b) the amount, if any, by which 


(i) the total of all amounts. that would be 
determined under paragraph 66.7(4)(a), 
immediately before the time (in this para- 
graph referred to as the “relevant time’’) 


when such proceeds of disposition became | 


receivable,.in. respect of the taxpayer. and 
an original owner of the particular property 


(or of any other. property acquired by the | 


taxpayer with the particular property in cir- 
cumstances in which subsection 66.7(4) 
applied and in respect’ of which the pro- 
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ceeds ‘of disposition became receivable by 
the taxpayer at the relevant time) if 


(A) amounts that became receivable at 
or after the relevant time were not 
taken into account, 


(B) each designation made under sub- 
paragraph 66.7(4)(a)(iii) in respect of 
an. amount that became. receivable 

before the relevant time were made 

before the relevant time, 


(C) paragraph 66.7(4)(a) were read 
without reference to “30% of’, and 


(D) no reduction under subsection 
80(8) at or after the relevant time were 
taken into account 


exceeds the total of, - 


(ii) all amounts that would. be determined 
under paragraph 66.7(4)(a) at the relevant 
time in respect of the taxpayer and an orig- 
inal owner of the particular property (or of 
that other property) if 


(A) amounts that became receivable af- 
ter the relevant time were not taken into 
~ account, 


(B) each designation made under sub- 
paragraph 66.7(4)(a)(iii) in respect of 
an amount that became receivable at or 
before the relevant,.time were made 
before the relevant time, 


(C) paragraph 66.7(4)(a) were read 
without reference to “30% of’, 


(D) amounts described in subparagraph 
66.7(4)(a)(ii1) that became receivable at 
the relevant time were not taken into 
account, and 


(E) no reduction under subsection 80(8) 
at or after the relevant time were taken 
into account, and | 


(111) such portion of the amount otherwise 
determined under this paragraph as was 
otherwise applied to reduce the amount 
otherwise | determined under this 
description, ~~ | | 


G is the total of all amounts that became receivable 


by the taxpayer before that time that are to be in- 
cluded. in the amount determined under this 
description by virtue of paragraph 66(12.1)(b) or 
(12.3)(a), 


is the total of all amounts each of which is an 
amount included by the taxpayer as an expense 
under paragraph (a) of the definition “Canadian 
development expense” in this subsection in com- 
puting the taxpayer’ s Canadian development ex- 
pense for a previous taxation year that has be- 
come a Canadian exploration expense of the 
taxpayer by virtue of subparagraph (c)(1i) of the 
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definition “Canadian exploration expense” in 
subsection 66.1(6), 


is the total of all amounts each of which is an 
amount that before that time has become a Cana- 
dian exploration expense of the taxpayer by vir- 
tue of subsection 66.1(9), 

is the total of all amounts’ each of which is an 


amount received before that time on account of 
any amount referred to in the description of C, 


is the total of all amounts paid to the taxpayer af- 
ter May 6,.1974 and before May 25, 1976 


(a) under the Northern’ Mineral Exploration 
Assistance Regulations made under an appro- 
priation Act that provides for payments in re- 
spect of the Northern Mineral Grants Pro- 
gram, or 


(b) pursuant to any agreement, entered into 


between the taxpayer and Her Majesty in right | 


of Canada under the Northern Mineral Grants 
Program. or the Development Program. of the 
Department of Indian Affairs and Northern 
Development, 


to the extent that the amounts have been ex- 
pended by the taxpayer as or on account of Cana- 
dian development expense incurred by the 
taxpayer, 

is the amount by which the total of all amounts 
determined under subsection 66.4(1) in respect of 
a taxation year of the taxpayer ending at or before 
that time exceeds the total. of all amounts each of 
which is the least of 


(a) the amount that would be determined 
under paragraph 66.7(4)(a), at a time (hereaf- 
ter in this description referred to only as the 
“particular time’) that is the end of the latest 
taxation year of the taxpayer ending at or 
before that time, in respect of the taxpayer as 
successor in respect of a disposition (in this 
description referred to as the “original disposi- 
tion”) of Canadian resource property by a per- 
son who is an original owner of the property 
because of the original disposition, if 


(i) that paragraph were read without refer- 
ence .to “30% of’, 


(ii) where the taxpayer has disposed of all 
or part of the property in circumstances in 
which subsection 66.7(4) applied, that sub- 
section continued to apply to the taxpayer 
in respect of the original disposition as if 
subsequent successors were the same per- 
son as the taxpayer, and 


(111) each designation made under subpara- 
graph 66.7(4)(a)(ii1) in respect of an 
amount that became receivable before the 
particular time were made before the par- 
ticular time, 


(b) the amount, if any, by which the total of 
all amounts each of which became receivable 
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at or before the particular time and. before 
1993 by the taxpayer and is included in com- 
_ puting the amount determined under subpara- 
graph 66.7(5)(a)(ii) in respect of the original 
disposition exceeds the amount, if any, by 

~ which | 
_ (1) where the taxpayer disposed. of. all or 
part of the property before the particular 
time in circumstances in which subsection 
66.7(5) applied, the amount that would be 
determined at the particular time under 
subparagraph 66.7(5)(a)(i) in respect of the 
original disposition if that subparagraph 
continued to apply to the taxpayer in re- 
spect of the original disposition as if sub- 
sequent successors were the same person 

as the taxpayer, and 


(ii) in any other case, the amount deter- 
mined at the particular time under subpara- 
graph 66.7(5)(a)(i) in respect of the origi- 
nal disposition 


exceeds 


(11) the amount that. would be determined 
at the particular time under subparagraph 
66.7(5)(a)(1). in respect of the original dis- 
position if that subparagraph were read 
without reference to the words “or the suc- 
cessor’, wherever they appear therein, and 
if amounts that became receivable after 
1992 were not taken into account, and 


(c) where 


(1) after the original disposition and at or 
before the particular time, the taxpayer dis- 
posed of all or part of the property in cir- 
cumstances in which subsection 66.7(4) 
applied, otherwise than by way of an amal- 
gamation or merger or solely because of 
the application of paragraph 66.7(10)(c), 
and 
(ii) the winding-up of the taxpayer began 
- at or before that time or the taxpayer’s dis- 
position referred to in subparagraph (i) 
(other than a disposition under an agree- 
ment in’ writing entered into before De- 
cember 22, 1992) occurred after December 
ys bags Le poe 


nil, 


M is the total amount of assistance that the taxpayer 


has received or is entitled to receive in respect of 
any Canadian development expense (including an 
expense that has become a Canadian exploration 
expense of the taxpayer by virtue of subsection 
66.1(9)) incurred after 1980 or that can reasona- 
bly be related to Canadian development activities 
after 1980, 


_M.1 is the total of all amounts by which the cumula- 


tive Canadian development expense of the tax- 
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payer is required because of subsection 80(8) to 
be reduced at or before that time, 


N is the total of all amounts that are required to be 
deducted before that time under subsection 
66(14.2) in computing the taxpayer’s cumulative 
Canadian development expense, and 


O is the total of all amounts that are required to be 
deducted before that time under paragraph 
66.7(12)(c) in computing the taxpayer’s cumula- 
tive Canadian development expense. 


Related Provisions: 35(1)(c) — Prospectors and grubstakers; 
50(1)(a) — Deemed disposition where debt becomes bad debt; 
59(3.2) — Recovery of exploration & development expenses ; 
66(12.1) — Limitations of Canadian exploration & development ex- 
penses; 66(12.3) — Unitized oil or gas field in Canada; 66.2(7) — 
Exception; 66.4(1) — Recovery of costs; 66.7(4) — Deduction to 
successor corporation; 70(5.2)(a) — Resource properties and land 
inventories of deceased; 79(4)(c) — Subsequent payment by debtor 
following surrender of property deemed to be repayment of assis- 
tance; 79.1(8) — No claim for principal amount of bad debt where 
property seized by creditor; 80(8)(c) — Reduction of CCDE on debt 
forgiveness; 96(2.2)(d) — at-risk amount; 104(5.2) — Rules for 
trusts; 248(16) — GST input tax credit and rebate deemed to be 
government assistance; 248(18) — GST — repayment of input tax 
credit; 257 —- Formula cannot calculate to less than zero. See addi- 
tional Related provisions and Definitions at end of s. 66.2. 


History: Cls. (b)(i)(D) and (b)(ii)(E) added to the description of F 
in the definition “cumulative Canadian development expense” in 
subsec. 66.2(5) added by 1995, c. 21, subsecs. 23(2) and (3), appli- 
cable to taxation years that end after February 21, 1994. 


The description of M.1 added to the definition “cumulative Cana- 
dian development expense” in subsec. 66.2(5) and the correspond- 
ing formula amended by 1995, c. 21, subsecs. 23(1) and (4), appli- 
cable to taxation years that end after February 21, 1994. 


All that portion of the description of F in the definition “cumulative 
Canadian. development expense”’ in subsec.:66.2(5) following para. 
(a) substituted by 1994, c, 21, subsec..29(1), applicable to taxation 
years ending after February 17, 1987. That portion of the descrip- 
tion of F formerly read: 


exceeds the amount equal to 


(b) where the proceeds of disposition referred to in para- 
graph (a) may reasonably be attributed to the disposition 
of a property that was acquired by the taxpayer in cir- 
cumstances in which subsection 66.7(4) applies to the 
taxpayer as successor, the lesser of 


(i) the amount determined under paragraph (a) in re- 
spect of the property, and 


(ii) the total of all amounts each of which is an 
amount that would be determined at that time under 
paragraph 66.7(4)(a) in respect of the acquisition of 
the property by the taxpayer if that paragraph were 
read without reference to “30% of”, and 


(c) in any other case, nil, 


The description of L in the definition “cumulative Canadian devel- 
opment expense” in subsec. 66.2(5) substituted by 1994, c. 21, sub- 
sec. 29(2), applicable to taxation years ending after December 21, 
1992, except that where a taxpayer so elects by notifying the Minis- 
ter of National Revenue in writing by December 31, 1994, the 
description of L shall apply in respect of the taxpayer to taxation 
years ending after February 17, 1987; and, notwithstanding subsecs. 
152(4).to (5), such assessments and determinations in respect of any 
taxation year shall be made as are necessary to give effect to. the 
election. That description formerly read: 


Lis the amount by which the total of all amounts each of 
which is an amount determined under subsection 66.4(1) 
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in respect of a taxation year of the taxpayer ending at or 
before that time exceeds the totalof all amounts each of 
which is the lesser of 


(a) the amount that would be determined at that time 
under paragraph 66.7(4)(a) in respect of the acquisi- 
tion of property from a particular original owner or 
predecessor owner of the property by the taxpayer if 
that paragraph were read without reference to “30% 
of’, and 


(b) the amount, if any, by which the total of the 
amounts that became receivable at or before that 
time by the taxpayer and that are described in sub- 
paragraph 66.7(5)(a)(ii) in respect of the disposition 
of property acquired from the particular original 
owner or predecessor owner exceeds. the amount de- 
termined in subparagraph 66.7(5)(a)(i) in respect of 
the acquisition of that property, 


D.1 and its description added the definition “cumulative Canadian 
development expense” in subsec. 66.2(5) by 1994, c. 7, Sch. II 
(1991, c. 49), subsecs. 40(3)and (3.1), applicable to taxation years 
beginning after February 17, 1987. 


Pre-RSC History: The definition “cumulative Canadian develop- 
ment expense” was para. 66.2(5)(b). It contained descriptive: sub- 
paragraphs instead of the present formula. The pre-R.S.C. version 
read: 


(b). “cumulative Canadian development expense” of a tax- 
payer at any time in a taxation year means the amount, if any, 
by which the aggregate of 


(i) the aggregate of all Canadian development expenses 
made or incurred by him before that time, 


(ii) the aggregate of all amounts required by virtue of 
subsection (1) to be included in computing the amount 
referred to in paragraph 59(3.2)(c) for taxation years 
ending before that time, 


(iii) any amount referred to in subparagraph (v) or (vi) 
that is established by him to have become a bad debt 
before that time, and 


(iii.1) such part, if any, of the amount included in subpar- 
agraph (xi) as has been repaid before that time-by the 
taxpayer pursuant to a legal obligation to repay all or 
any part of that amount 


exceeds the aggregate of all amounts each of which is 


(iv) any amount deducted in computing his income for a 
taxation year ending before that time in respect of his cu- 
mulative Canadian development expense, 


(v) the aggregate of all amounts each of which is an 
amount in respect of a property described in subpara- 
graph 66(15)(c)(ii), (v) or (vi) or a right to or interest in 
such property, other than such a right or interest that he 
has by virtue of being a beneficiary of a trust, (in this 
subparagraph referred to as the “particular property”) 
disposed of by the taxpayer before that time equal to the 
amount, if any, by which 


(A) the amount, if any, by which the proceeds of dis- 
position in respect of the particular property that be- 
came receivable by him after May 6, 1974 and 
before that time exceeds any outlays or expenses that 
were made or incurred by him after May 6, 1974 and 
before that time for the purpose of making the dispo- 
sition and that were not otherwise deductible for the 
purposes of this Part 


exceeds the amount equal to 


(B) where the proceeds of disposition referred to in 
clause (A) may reasonably be attributed to the dispo- 
sition of a property that was acquired by the tax- 
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payer in circumstances in which subsection 66.7(4) 
applies to the taxpayer as successor, the lesser of 


(1) the amount determined under clause (A) in 
respect of the property, and 


(II) the aggregate of all amounts each of which 
is an amount that would be determined at that 
time under paragraph 66.7(4)(a) in respect of 
the acquisition of the property by the taxpayer if 
that paragraph were read without reference to 
“30% of”, and 


(C) in any other case, nil, 


(vi) any amount that became receivable by him before 
that time that is to be included in the amount determined 
under this. subparagraph. by virtue of paragraph 
66(12.1)(b) or, 66(12.3)(a), 


(vii) any amount included by him as an expense under 
subparagraph (a)(i) in computing his Canadian develop- 
ment expense for a previous taxation year that has be- 
come a Canadian. exploration expense. of the taxpayer by 
virtue of clause 66.1(6)(a)(ti)(B), 


(vii.1) any amount that before that time has become a 
Canadian exploration expense of the taxpayer by virtue 
of subsection 66.1(9), 


(viii) any amount received before that time on account of 
any amount referred to in subparagraph (iii), 


(ix) the aggregate of all amounts paid to him after May 6, 
/1974 and before May 25, 1976 


(A) under the Northern Mineral Exploration Assis- 
tance Regulations made under an Appropriation Act 
that provides for payments in respect of the Northern 
Mineral Grants Program,, or 


(B) pursuant to any agreement, entered into between 
the taxpayer and Her Majesty in right of Canada 
under the Northern Mineral Grants Program or the 
Development Program of the Department of Indian 
Affairs and Northern Development, 


to the extent that the amounts have been expended by the 
taxpayer as or on account of Canadian development ex- 
pense incurred by him, 


(x) the.amount by which the aggregate of all amounts 
each of which is.an amount determined under subsection 
66.4(1) in respect of a taxation year of the taxpayer end- 
ing at or before that time exceeds the aggregate of all 
amounts each of which is the lesser of 


(A) the amount that would be determined at that time 
under paragraph 66.7(4)(a) in respect of the acquisi- 
tion of property from a particular original owner or 
predecessor owner of the property by the taxpayer if 
that paragraph were read without reference to “30% 
of”, and 


(B) the amount, if any, by which the aggregate of the 
amounts that became receivable at or before that 
time by the taxpayer and that are-described in sub- 
paragraph 66.7(5)(a)(ii) in respect of the disposition 
of property acquired from the particular original 
owner or predecessor owner exceeds the amount de- 
termined in subparagraph 66.7(5)(a)(i) in respect of 
the acquisition of such property, 


(xi) any assistance that he has received or is entitled to 
receive in respect of any Canadian development expense 
(including an expense that has become a Canadian. ex- 
ploration expense of the taxpayer by virtue of subsection 
66.1(9)) incurred after 1980 or that can’ reasonably be 
related to Canadian development activities after 1980, 
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(xii) any amount that is required to be deducted before 
that time under subsection 66(14.2) in computing his cu- 
mulative Canadian development, expense, or 


(xiii) any amount that is required to be deducted before 
that time under paragraph 66.7(12)(c) in computing his 
cumulative Canadian development expense. 


Subpara. 66.2(5)(b)(iii.1) added by'1990; c.'45, s.'43, applicable 
with respect to amounts repaid after January 1990. 


All that portion of subpara. 66.2(5)(b)(v) following cl. (A), subpara. 
66.2(5)(b)(x) substituted, and subpara. 66.2(5)(b)(xiii) added, by 
1987, c. 46, subsecs. 20(3) to (5), applicable to taxation years end- 
ing after February 17, 1987. The said portion of subpara. (v) and 
subpara: (x) formerly read: 


exceeds 
(B) the amount equal to, 


(I) where there has been an acquisition of property 
by the taxpayer froma predecessor (within the mean- 
ing of subsection (3)) or from a first successor corpo- 
ration (within the meaning of subsection (4)) and the 
particular property is all or part of the property that 
was so acquired, the amount, if any, by which the 
amount determined (immediately before the particu- 
lar time at which the amount receivable by the tax- 
payer for the particular property so became receiva- 
ble by him) under subparagraph 66.2(3)(a)(i) in 
respect of the acquisition, or under 66.2(4)(a)() in 
respect of the earlier acquisition by the first succes- 
sor corporation from its predecessor, as the case may 
be, exceeds the aggregate of such amounts that be- 
came receivable by the taxpayer before the particular 
time and that are described in subparagraph 
66.2(3)(a)(i) or 66.2(4)(a)(1), as the case may be, as 
may reasonably be attributed to the disposition by 
the taxpayer of property owned by the predecessor or 
the first successor corporation, as the case may be, 
and 


(II) in any other case, nil, 


(x) the amount by which the aggregate of all amounts each of 
which is an amount determined under subsection 66.4(1) in 
respect of taxation years of the taxpayer ending at or before 
that time exceeds the aggregate of all amounts each of which 
is 


(A) the lesser of 


(I) the amount, if any, by which the amount deter- 
mined under subparagraph (3)(a)(i) in respect of the 
acquisition of property by the taxpayer acquired from 
a particular predecessor before that time exceeds the 
aggregate of such amounts that became receivable at 
or before that time by the taxpayer that are described 
in subparagraph (3)(a)(ii) in respect of the’ disposi- 
tion of such property, and 


(ID the amount, if any, by which the aggregate of the 
amounts that became receivable at or before. that 
time by the taxpayer that are described in subpara- 
graph 66.4(3)(a)(ii) in respect of the disposition of 
property acquired from the particular predecessor ex- 
ceeds the amount determined in subparagraph 
66.4(3)(a)(i) in respect of the acquisition of such 
property, or 


(B) the lesser of 


(I) the amount, if any, by which the amount deter- 
mined under subparagraph (4)(a)(i) in respect of the 
acquisition of property by the taxpayer acquired from 
a particular predecessor before that time exceeds the 
aggregate of such amounts that became receivable at 
or before that time by the taxpayer that are described 
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in subparagraph (4)(a)(@i) im respect of the disposi- 
tion of such property, and 


(IL) the amount, if any, by which the aggregate of the 
amounts that-became ‘receivable at or before that 
time by the taxpayer that-are described in subpara- 
graph 66.4(4)(a)(ii) in respect of the disposition of 
property acquired from the particular predecessor ex- 
ceeds the amount determined in subparagraph 
66.4(4)(a)(i) in respect of the acquisition of such 
property, 
Subpara. 66,.2(5)(b)(vii). amended by 1986, c..55, subsec. 13(9), to 
substitute “clause 66.1(6)(a)(i)(B)” for “clause 66.1(6)(a)(1)(B) or 
(ii.1)(B)”, and subpara. 66.2(5)(b)(vii.1) added, applicable with re- 
spect to expenses incurred after March 1987. 


Subpara. 66.2(5)(b)(xi) substituted by 1986,.c.. 55, subsee.. 13(10), 
applicable with respect to expenses incurred after December 19, 
1986, except that in its application with respect to expenses incurred 
after that day and before April 1987, subpara. 66.2(5)(b)(xi) shall be 
read as follows: 


(xi) any assistance that he has received or is entitled to re- 
ceive in respect of any Canadian development expense in- 
curred after 1980 or that can-reasonably, be related to Cana- 
dian development activities after 1980, or 


Subpara. 66.2(5)(b)(xi) formerly read: 


(xi) any amount of. assistance or benefit that he has received 
or is entitled. to. receive from. a government, municipality or 
other public authority in respect of any. Canadian develop- 
ment. expense made or.incurred after December 31, 1980 or 
that can reasonably..be related to Canadian. development ac- 
tivities. after that date; whether. such, amount is by way of a 
grant, subsidy, forgiveable loan, deduction from, royalty or 
tax, investment allowance or any other form of assistance or 
benefit, or 


Subpara. 66.2(5)(b)(xii) added by 1986, c. 2, subsec. 18(3), applica- 
ble to 1985 et seq. 


All that portion of subpara. 66.2(5)(b)(v) preceding cl. (B) substi- 
tuted by 1985, c. 45, subsec. 30(8), applicable with respect to dispo- 
sitions occurring in taxation years commencing after 1984, but for 
dispositions, occurring in taxation years commencing before 1985 
subparagraph 66.2(5)(b)(v) shall apply and be read as it was. at,the 
time the. disposition occurred, having. regard to .any subsequent 
amendments thereto that applied at that time. That portion of sub- 
para. 66.2(5)(b)(v) formerly read: 


(v) the aggregate of all amounts each of which is an amount 
in respect of a property (referred to herein as “the particular 
property”) disposed of by the taxpayer equal to the amount, if 
any, by. which | 


(A) any amount, in respect of the disposition of the par- 
ticular property, that’became receivable by him after May 
6, 1974 and before that time that is required to be in- 
cluded in the amount determined under this clause by vir- 
tue of subsection 59(1.1) or paragraph, 59(3.1)(a), 


exceeds 


Para. 66.2(5)(b);.amended by, 1984, c..1, subsec, 29(4), applicable 
with respect to. acquisitions of property by a successor corporation 
from a predecessor after April 19, 1983, to substitute “predecessor” 
and ‘‘predecessor’s” for “predecessor corporation” and. “predecessor 


corporation’s” wherever those expressions appeared, 


Subpara. 66.2(5)(b)(x) substituted by 1980-81-82-83, c. 140, sub- 
sec. 35(2), applicable with respect to taxation years ending after De- 
cember 11, 1979. 


Subparas. 66.2(5)(b)(i), (vii) substituted, subparas. 66.2(5)(b)(x), 
(xi) added by 1980-8 1-82-83, c. 48, subsecs. 35(9)\-(11), applicable, 
as to subpara. 66.2(5)(b)(x), to taxation years ending after Decem- 
ber 11, 1979, and; as to subpara. 66.2(5)(b)(xi), to.1981 et seq. 


read: 
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All that portion of para:.66.2(5)(b) preceding subpara. (i), subpara. 
66.2(5)(b)(v) substituted by. 1979,.c. 5, subsecs. 21(6), (7), applica- 
ble to 1977 et seq. That portion and subpara. 66.2(5)(b)(v) formerly 


(b) “cumulative Canadian development expense” of a tax- 
payer at any time shall be the amount, if any, by which the 
aggregate of 


' (v) any amount that became receivable by him after May 
6, 1974 and before that time that is required to be in- 
cluded in the amount determined under this subparagraph 
by virtue of subsection 59(1.1) or paragraph 59(3.1)(a), 


Subpara. 66.2(5)(b)(i) substituted by 1977-78, c. 1, subsec. 31(3), 
applicable to taxation years ending after May 6, 1974. 


Subparas. 66.2(5)(b)(i), (ix) substituted by 1976-77, c. 4, subsecs. 
25(3), (4), applicable to taxation years ending after May 6, 1974. 


Interpretation Bulletins: IT-109R2: Unpaid amounts; IT-125R4: 
Dispositions of resource properties. 


(5.1) Application of subsecs. 66(15), 66.1(6) 
and 66.4(5)— The definitions in subsections 
66(15), 66.1(6) and 66.4(5) apply to this section. 


Origin of subsec. 66.2(5.1): R.S.C. 1985, c. 1 (Sth Supp.) (for- 
merly contained in the opening words of subsecs. 66(15), 66.1(6) 
and 66.4(5)). 


(6) Presumption — Except as provided in subsec- 
tion (7), where a taxpayer is a member of a partner- 
ship, the taxpayer’s share of any amount that would » 
be an amount referred to in the description of D in 
the definition “cumulative Canadian development 
expense” in subsection (5), in paragraph (a) of the 
description of F.in that definition or in the descrip- 
tion.of G or M in that definition in respect of the 
partnership for a taxation year of the partnership if 
section 96 were read without reference to paragraph 
96(1)(d) shall, for the purposes of this Act, be 
deemed to be an amount referred to in the descrip- 
tion of D in the definition “cumulative Canadian de- 
velopment expense” in subsection (5), in paragraph 
(a) of the description of F in that definition or in the 
description of G or M in that definition, whichever is 
applicable, in respect of the taxpayer for the taxation 
year of the taxpayer in which the partnership’s taxa- 
tion year ends. 


History: Subsec, 66.2(6) amended by 1994, c. 7, Sch. Il (1991, c. 
49), subsec. 40(4), applicable after January, 1990. Subsec. (6) for- 
merly read: 


(6) Presumption — Except as provided in subsection (7), 
where a taxpayer is a member of a partnership, the taxpayer’s 
share of any amount that would be an amount referred to in 
paragraph (a) of the description of F in the definition “cumu- 
lative Canadian development expense” in subsection (5) or in 
the description of G or M in that definition in respect of the 
partnership for a taxation year of the partnership if section 96 
were read without reference to paragraph 96(1)(d) shall, for 
the purposes of this Act, be deemed to be an amount referred 
to in paragraph (a) of the description of F in the definition 
“cumulative Canadian development expense” in subsection 
(5) or in the description of G or M in that definition, as the 
case may be, in respect of the taxpayer for the taxation year 
of the taxpayer in which the partnership’s taxation year ends. 


Pre-RSC History: Subsec. 66.2(6) substituted by 1980-81-82-83, 
c. 48, subsec. 35(12), applicable to 1977 et seg.; except that in its 
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application tothe 1977 to 1980 taxation years it shall be read with- 
out the references to “or (xi)”. Subsec. 66.2(6) formerly read: 


(6) Where a taxpayer is a member of.a partnership, his share 
of any amount that would be an amount referred to in subpar- 
agraph (5)(b)(v) or (vi) in respect of the partnership for a tax- 
ation year of the partnership if section 96 Were read without 
reference to paragraph (1)(d) thereof shall, for the purposes of 
this Act, be deemed to be an amount-referred to in subpara- 
graph (5)(b)(v) or (vi), whichever is applicable, in respect of 
the taxpayer for the taxation year of the taxpayer in which the 
partnership’s taxation year ends. 


Subsec, 66.2(6) added by 1977-78, c. 1, subsec. 31(4), applicable to 
1977 et.seq. 
Interpretation Bulletins: IT-125R4: Disposiots of resource 


properties; IT-353R2: Partnership interest — some adjustments to 
cost base. 


1.T. Technical News: No. 12 (adjusted cost base of partnership 
interest — subparagraph 53(1)(e)(vii1)). 


(7) Exception — Where a non-resident person is a 
member of a partnership that is deemed under para- 
graph 115(4)(b) to have disposed of any Canadian 
resource property, the person’s share of any amount 
that would be an amount referred to in the descrip- 
tion of D in the definition “cumulative Canadian de- 
velopment expense” in subsection (5), mn paragraph 
(a) of the description of F in that definition or in the 
description of G or M in that definition in respect of 
the partnership for a taxation year of the partnership 
if section 96 were read without reference to para- 
graph 96(1)(d) shall, for the purposes of this Act, be 
deemed to be an amount referred to in the descrip- 
tion of D in the definition “cumulative Canadian de- 
velopment expense” in subsection (5), in paragraph 
(a) of the description of F in that definition or in the 
description of G or M in that definition, whichever is 
applicable, in respect of the person for the taxation 
year of the person that is deemed ct ti 
115(4)(a) to have ended. 
History: Subsec.66.2(7) substituted by 1994, c. 7, Sch. If (1991; c. 
49), subsec. 40(4), applicable after January 1990. Subsec. 66. ae 
formerly read: 
(7) Exception — Where: a non-resident person is:a member 
of a partnership that is deemed under paragraph 115(4)(b) to 
have disposed of a property, the non-resident person’s share 
of any amount that would be an amount referred to in para- 
graph (a) of the description of F in the definition “cumulative 
Canadian development expense” in subsection (5) or in the 
description of G or M in that definition in respect of the part- 
nership for a taxation year of the partnership if section 96 
were read without reference to paragraph 96(1)(d) shall, for 
the purposes. of this Act; be deemed in respect; of the non- 
resident person to be an amount referred to in paragraph (a) 
of the description of F in the definition “cumulative Canadian 
development expense” in subsection (5) or in the description 
of G or M in that definition, as the case may be, for the taxa- 
tion year of the non-resident person that is deemed under par- 
agraph 115(4)(a) to have ended. 


Pre-RSC History: Subsec. 66.2(7) substituted by 1985, c. 45, 
subsec. 30(9), applicable with respect to dispositions occurring in 
taxation years commencing after 1984. Subsec. 66.2(7) formerly 
read: 


(7) Exception — Where a non-resident person is a member 
of a partnership that is deemed under paragraph 115(4)(b) to 
have disposed of a property. described in subsection 59(1.1), 
his share of any amount that would be an amount referred to 


' continuation of predecessor; 


| penses’”’, 


'“taxation year’ — 11(2), 249; 
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in clause (5)(b)(v)(A) or subparagraph (5)(b)(vi). or (xi) in re- 
spect of the partnership for a taxation year of the partnership. 
_ if section 96 were read without reference to paragraph (1)(d) 
thereof shall, for the purposes of this Act, be deemed to be an 
amount referred to in clause (5)(b)(v)(A) or subparagraph 
(5)(b)(vi) or (xi), as the case may be, in respect of the non- 
resident person for the taxation year of the non-resident per- 
son that is deemed under paragraph 115(4)(a) to have ended. 


Subsec. 66.2(7) added by 1980-81-82-83, c. 48, subsec. 35(12), ap- 
plicable to taxation years ending after December 11, 1978, except 
that in its application to taxation years ending before 1981 it shall 
be read without the references to “or (xi)”. 


Interpretation Bulletins: IT-125R4: Dispositions of resource 


_ properties. 


(8) Presumption — Where pursuant to the terms 
of an arrangement in writing entered into before De- 
cember 12, 1979 a taxpayer acquired a property de- 
scribed in paragraph (a) of the definition “Canadian 
oil and gas property expense” in subsection 66.4(5), 
for the purposes of this Act, the cost of acquisition 


shall be deemed to be a Canadian development ex- 


pense incurred at the time the taxpayer, acquired the 
property. 


_Pre-RSC History: Subsec. 66.2(8) added by 1980-81-82-83, c. 48, 


subsec. 35(12), applicable to taxation years ending before Decem- 
ber: Uh 2979: 


Related Provisions [s. 66.2]: 66(5) — Dealers; 66(18) — Mem- 
bers of ‘partnerships; 66.7 — Successor rules; 66.8(1) — Resource 
expenses of limited partner; 87(1.2) — New corporation deemed 
88(1.5) — Winding-up — parent 
deemed continuation of subsidiary; 127.52(1)(e) — Limitation on 
deduction for minimum tax purposes. 


Pre-RSC History [s. 66.2]: S. 66.2. added by 1974-75-76, c. 26, s. 
36, applicable to taxation years ending after May 6, 1974. 


_ Selected Cases [s. 66.2]: Gulf Canada Ltd. v. Canada, [1991] 1 


C.T.C. 99 (FCTD); aff'd [1992] 1 C.T.C. 183 (FCA); leave to.ap- 
peal to SCC refused (sub nom. Gulf Canada Ltd. v. MNR) (1992), 
141 NR 393 (note) (Interpretation of: “Canadian exploration ex- 
“Canadian development expenses”, “taxable production 
profits’). 


Definitions [s. 66.2]: “amount” — 248(i);: “assistance” — 
66(15), 66.2(5.1), 79(4), 125.4(5), 248(16), 248(18); “Canada” — 
255, Interpretation Act 8(2.1), (2.2); “Canadian development ex- 
pense” — 66.2(5), (8), 248(1); “Canadian exploration expense” — 
66.1(6), 248(1); “Canadian exploration and development ex- 
pense” — 66(15), 66.2(5.1); “Canadian exploration expense” — 
66.1(6), 248(1); “Canadian oil and gas property expense” — 
66.4(5), 248(1); “Canadian resource property” — 66(15), 248(1); 
“corporation” — 248(1), Interpretation Act: 35(1); “disposition” — 
54, 66.2(5.1), 66.4(5); “expense” — 66(15), $4 2(5.1); “fiscal pe- 
riod” — 249(2)(b), 249.1; “mineral resource”, “non-resident”, “oil 
or gas well’, “person”, “prescribed” — 248(1); “proceeds of dispo- 
sition” — 54, 66.2(5.1), 66.4(5); “property”, “share” — 248(1); 
“taxpayer” — 248(1); “writing” — 
Interpretation Act 35(1). 


66.3. (1) Exploration and development 
shares — Any shares of the capital stock of a cor- 
poration or any interest in any such shares or right 
thereto acquired by a taxpayer under circumstances 


‘described in paragraph (i) of the definition “Cana- 


dian exploration expense” in subsection 66.1(6), par- 
agraph (g) of the definition “Canadian, development 
expense” in subsection 66.2(5) or paragraph (c) of 
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the definition “Canadian oil and gas property ex- 
pense” in ‘subsection 66.4(5) 


(a) shall, if acquired before November 13, 1981, 
be deemed 


(i) not to be a capital property of the taxpayer, 


(ii) subject to subsection 142.6(3), to be in- 
ventory of the taxpayer, and 


(ili) to have been acquired by the taxpayer ata 
cost to the taxpayer of nil; and 


(b) shall, if acquired after November 12, 1981, be 
deemed to have been acquired by the taxpayer at 
a cost to the taxpayer of nil. 
History: Para. 66.3(1)(a) amended by 1995, c. 21,.s. 51, applicable 
to taxation years that begin after October 1994. The para. formerly 
read: 
(a) shall, if acquired before November 13, 1981; be deemed 
not to be a capital property of the taxpayer but to be inventory 
of the taxpayer acquired at a cost to, the taxpayer of nil, and 


(2) Deductions from paid-up capital — Where, 
at any time after May 23, 1985, a corporation has 
issued a share of its capital stock under circum- 
stances described in paragraph (1). of the definition 
“Canadian exploration. expense” in. subsection 
66.1(6), paragraph (g) of the definition “Canadian 
development expense” in subsection 66.2(5). or para- 
graph (c) of the definition “Canadian oil and gas 
property expense” in subsection 66.4(5) or has is- 
sued a share of its capital stock on the exercise of an 
interest in or right to such a share granted under cir- 
cumstances described in any of those paragraphs, in 
computing, at any particular time after that time, the 
paid-up capital'in respect of the class of shares of the 
capital stock of the corporation that included that 
share | 


(a) there shall be deducted the amount, if any, by 
which 


(i) the increase as a result of the issue of the 
share in the paid-up capital, determined with- 
out reference to this subsection as it applies to 
the share, in respect of all of the shares of that 
class 


exceeds 
(i1) the amount, if any, by which 
(A) the total: amount of consideration re- 
ceived by the corporation in respect of the 


share, including any consideration for the 
interest or right in respect of the share 


exceeds 


(B) 50% of the amount of the expense re- 
ferred to in paragraph (1) of the definition 
“Canadian exploration expense” in subsec- 
tion 66.1(6), paragraph (g) of the definition 
“Canadian development’ expense” in sub- 
section 66.2(5) or paragraph (c) of the def- 
inition “Canadian oil and gas property ex- 
pense” in subsection 66.4(5)- that was 
incurred by a taxpayer who acquired the 
share or the interest or right on the exercise 
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of which the share was issued, as the case 
may be, pursuant to an agreement with the 
corporation under which the taxpayer in- 
curred the expense solely as consideration 
for the share, interest or right, as the case 
may be; and 


(b) there shall be added an amount equal to the 
lesser of | 


(1) the amount, if any, by which 


(A) the total of all amounts each of which 
is an amount deemed by subsection 84(3), 
(4) or (4.1) to be a dividend on shares of 
that class paid by the corporation after 
May 23, 1985 and before the particular 
time . 

exceeds 


(B) the total that would be determined 
under clause (A) if this Act were read 
without reference to paragraph (a), and 


(ii) the total of all amounts each of which is an 

amount required by paragraph (a) to be de- 

ducted in computing the paid-up capital in re- 

spect of that class of shares after. May 22, 
- 1985 and before the particular time. 


(3) Cost of flow-through shares — Any flow- . 
through share (within the meaning assigned by sub- 
section 66(15)) of a corporation acquired by a person 
who was a party to the agreement pursuant to which 
it was issued shall be deemed to have been acquired 
by the person at a cost to the person of nil. 


Pre-RSC History: Subsec. 66.3(3) added by 1986, c, 55, .s. 14, 
applicable after February 1986. 


(4) Paid-up capital — Where, at any time after 
February, 1986, a corporation has issued .a flow- 
through share (within the meaning assigned by sub- 
section 66(15)), in computing, at any particular time 
after that time, the paid-up capital in respect of the 
class of shares of the capital stock of the corporation 
that included that share 


(a) there shall be deducted the amount, if any, by 
which | 


(i) the increase as a result of the issue of the 
share in the paid-up capital, determined. with- 
out reference to this subsection as it applies to 
the share, in respect of all of the shares ofthat 
class 


exceeds ! 
(11) the amount, if any, by which 
(A) the total amount of consideration re- 


ceived by the corporation in respect of the 
share 


exceeds 
(B) 50% of the total of the expenses that 
were renounced by the corporation under 


subsection 66(12.6), (12.601), (12.62). or 
(12.64) in respect of the share; and 
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(b) there shall be added an amount equal to the 
lesser of 


(i) the amount, if any, by which 


(A) the total of all amounts each of which 
is an amount deemed by subsection 84(3), 
(4) or (4.1) to be a dividend on shares of 
that class paid by the corporation after 
February, 1986 and before: the particular 
time , 


exceeds 


(B) the total that would be determined 
under clause (A) if this Act were read 
without reference to paragraph (a), and 


(1i) the total of all amounts each of which is an 
amount required by paragraph (a) to be de- 
ducted in computing the paid-up capital in re- 
spect of that class of shares after February, 
1986 and before the particular time. 
History: Cl. 66.3(4)(a)(ii)(B) amended by 1994, c. 8, s. 7, applica- 
ble after December 2, 1992. Cl. (B) formerly read: 
(B) 50% of the total of the expenses that were renounced by 
the corporation under subsection 66(12.6), (12.62) or (12.64) 
in respect of the share; and 
Pre-RSC History: Subsec. 66.3(4) added by 1986, c. 55,.s. 14, 
applicable after February 1986. 
Related Provisions [s. 66.3]: 66(16)— Partnerships — per- 
son — taxation year; 66.4(2) — Deduction — Canadian oil and gas 
property expenses; 66.7 — Successor rules. 
Pre-RSC History [s. 66.3]: S. 66.3 renumbered as subsec. 
66.3(1) and subsec. 66.3(2) added by 1986, c. 6, s. 32, applicable 
after May 23, 1985. 
S. 66.3 substituted by 1980-81-82-83, c. 140, s. 36, applicable with 
respect to property acquired after November 12, 1981. S. 66.3 for- 
merly read: 


66.3 Shares taxed as inventory — Any shares of the capi- 

- tal stock of a corporation or any interest in any such shares or 
right thereto acquired by a taxpayer under the circumstances 
described in subparagraph 66.1(6)(a)(v), 66.2(5)(a)(v) or 
66.4(5)(a)(iii) shall be deemed not to be a capital property of 
the taxpayer but to be inventory of the taxpayer acquired at a 
cost to the taxpayer of nil. 

S. 66.3 substituted by 1980-81-82-83, c. 48, s. 36, to add reference 
to subpara. 66.4(5)(a)(iii), applicable to taxation years ending after 
December.11, 1979. 

S. 66.3 added by 1976-77, c. 4, s. 26, applicable in respect of prop- 
erty acquired after July 31, 1976. 

Definitions [s. 66.3]: “amount” — 248(1); “capital property” — 
54, 248(1); “class of shares” — 248(6); “corporation” — 248(1), In- 
terpretation Act 35(1); “dividend”, “inventory” — 248(1); “paid-up 
capital” — 89(1), 248(1); “person” — 66(16), 248(1); “share”, “tax- 
payer” — 248(1). 

Interpretation Bulletins [s. 66.3]: IT-503: Exploration and de- 
velopment shares. 


66.4 [Canadian oil and gas property ex- 
penses] — (1) Recovery of costs — For the 
purposes of the description of B in the definition 
“cumulative Canadian oil and gas property expense” 
in subsection (5) and the description of L in the defi- 
nition “cumulative Canadian development expense” 
in subsection 66.2(5) and for the purpose of subpara- 


S. 66.4(1) 


graph 64(1.2)(a)(ii) of the Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952, as it 
applies to dispositions occurring before November 
13, 1981, the amount determined under this subsec- 
tion in respect of a taxpayer for a taxation year is the 
amount, if any, by which 


(a) the total of all amounts referred to in the de- 
scriptions of E to J inthe definition “cumulative 
Canadian oil and gas property expense” in sub- 
section (5) that are deducted in computing the 
taxpayer’s cumulative Canadian oil and gas prop- 
erty expense at the end of the year 


exceeds the total of 


(b) all amounts referred to in the descriptions of 
A to D.1 in the definition “cumulative Canadian 
oil and gas property expense” in subsection (5) 
that are included in computing the taxpayer’s cu- 
mulative Canadian oil and gas property expense 
at the end of the year, and 


(c) the total determined under subparagraph 
66.7(12.1)(c)(i) in respect of the taxpayer for the 
year. 


Related Provisions: 66(11)— Acquisition of control; 
66(11.4) — Change of control; 66(13) — Limitation; 104(5.2) — 
Rules for trusts. See additional Related provisions and Definitions 
at end of s. 66.4. 


History: The opening words of subsec. 66.4(1) substituted by 
1994, c. 21, subsec. 30(1), applicable to taxation years that end after 
February 17, 1987. The opening words of that subsec. formerly 
read: 


66.4 (1). Recovery of costs — For the purposes of the de- 
scriptions of A in the definition “cumulative Canadian oil and 
gas property expense” in subsection (5) and L in the defini- 
tion “cumulative Canadian development expense” in subsec- 
tion 66.2(5), and of subparagraph 64(1.2)(a)(ii) of the Income 
Tax Act, chapter 148 of the Revised Statutes of Canada, 1952, 
as it read immediately before March 30, 1983, the amount 
determined under this subsection in. respect of a taxpayer for 
a taxation year is the amount, if any, by which 


Subsec. 66.4(1) substituted by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 41(1), applicable to taxation years ending after February 17, 
1987, except that with respect to such taxation years commencing 
before February 18, 1987, the reference to “(A to D.1)” in para. (b) 
shall be read as “(A to C)’. Subsec. 66.4(1) formerly read: 


66.4 (1) Recovery of costs — For the purposes of the de- 
scriptions of B in the definition “cumulative Canadian oil and 
gas property expense” in subsection (5) and L in the defini- 
tion “cumulative Canadian development expense” in subsec- 
tion 66.2(5), and of subparagraph 64(1.2)(a)(ii) of the Income 
Tax Act, chapter 148 of the Revised Statutes of Canada, 1952, 
as. it read before March 30, 1983, the amount determined 
under this subsection in respect of a taxpayer for a taxation 
year is the amount, if any, by which 


(a) the total of all amounts referred to in the descriptions 
of E to J in the definition “cumulative Canadian oil and 
gas property expense” in subsection (5) that would be 
taken into account in computing the taxpayer’s cumula- 
tive Canadian oil and gas property expense at the end of 
the year 


exceeds 


(b) the total of all amounts referred to in the descriptions 
of A to C in the definition “cumulative Canadian oil and 
gas property expense” in subsection (5) that would be 
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taken into account in computing his cumulative Canadian 
_. oil.and gas property expense at.the end of the year. 
Pre-RSC History: Para. 66.4(1)(a) amended by 1987, c. 46, sub- 
sec. 21(1), to substitute “(5)(b)(iv) to Gx)” for “(5)(b)(iv) to (viil)”, 
applicable to taxation years ending after February 17, 1987. 


I.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


(2) Deduction for cumulative Canadian oil 
and gas property expense — A taxpayer may 
deduct, in computing the taxpayer’s income for a 
taxation year, such amount as the taxpayer. may 
claim not exceeding the total of 


(a) the lesser of 
(i) the total of 


(A) the taxpayer’s cumulative Canadian oil 
and gas property expense at the end of the 
year, and 


(B) the amount, if any, by which 


(J) the total determined under subpara- 
graph 66.7(12.1)(c)(@) in respect of the 
taxpayer for the year 


exceeds 


(II) the amount that would, but for par- 
agraph (1)(c), be determined under sub- 
section (1) in respect of the taxpayer 
for the year, and 


(ii) the amount, if any, by which the t: tal of 
all amounts each of which is 


(A) an amount included in the taxpayer’s 
income for the year by virtue of a disposi- 
tion in the year of inventory described in 
section 66.3 that was a share, any interest 
therein or right thereto acquired by the tax- 
payer under circumstances described in 
paragraph (c) of the definition “Canadian 
oil and gas property expense” in subsec- 
tion (5), or 


(B) an amount included by virtue of para- 
graph 12(1)(e) in computing ‘the taxpayer’s 
income for the year to the extent that it re- 
lates to inventory described in clause (A) 


exceeds 


(C) the total of all amounts deducted as a 
reserve by virtue of paragraph 20(1)(n) in 
computing the taxpayer’s income for the 
year to the extent that the reserve relates to 
inventory described in clause (A); and 


(b) 10% of the amount, if any, by which the 
amount determined under subparagraph (a)(i) ex- 
ceeds the amount determined under subparagraph 
(a)(i1). 
Related Provisions: 66(10.3) — Joint exploration corporation; 
66(13.1) — Short taxation year; 66.2(2) — Deduction for cumula- 
tive Canadian development expense; 110.6(1)“investment ex- 
pense’’(d) — effect of claim under 66.4(2) on capital gains exemp- 


tion. See additional Related provisions and Definitions at end of s. 
66.4. 
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History: Subpara. 66.4(2)(a)(i) substituted by 1994, c. 7, Sch. I 
(1991, c. 49), subsec. 41(2), applicable to taxation years ending af- 
ter February 17, 1987. Subpara. 66.4(2)(a)(i) formerly read: 


(i) the amount of the taxpayer’s cumulative Canadian oil and 
gas property expense at the end of the year, and 


Interpretation Bulletins: IT-438R2: Crown charges — resource 
properties in Canada. 


(3) [Repealed under former Act] | 


Pre-RSC History: Subsec. 66.4(3) repealed by 1987, c. 46, sub- 
sec. 21(2), applicable to taxation years ending after February 17, 
1987. Subsec. 66.4(3) formerly read: 


(3) Successor corporation’s Canadian oil and gas 
property expense — Where a corporation (in this subsec- 
tion referred to as the “successor corporation”) has at any 
time acquired, by purchase, amalgamation, merger, winding- 
up or otherwise (other than pursuant,to an amalgamation that 
is described in subsection:87(1.2), ora winding-up to which 
the rules in subsection 88(1) apply), from another person (in 
this subsection referred to as the “predecessor”) all or sub- 
stantially ‘all of the Canadian resource properties of the prede- 
cessor and (except in the case of an amalgamation or a wind- 
ing-up) the predecessor and the successor corporation have 
jointly elected in prescribed form on or before the day that is 
the earlier of the days on or before which either taxpayer 
making the election is required to file a return of income pur- 
suant to section 150 for the taxation year in which the trans- 
action to which the election relates occurred, there may bé 
deducted by the successor corporation in computing ‘its in- 
come under this Part:for a taxation year such amount as it 
may claim not exceeding the lesser of 


(a) 10% of the amount by which 


(i) the cumulative Canadian oil and gas property ex- 
pense of the predecessor, determined at the time im- 
mediately after the property so acquired was ac- 

' quired by the successor corporation, to the extent it 
has not been deducted by the predecessor in comput- - 
ing his income for any taxation year and has not been 
deducted by the successor corporation in computing 
its income for a preceding taxation year, 


exceeds 


(ii) the aggregate of all amounts each of which is an 
amount that became receivable in the taxation year 
or a preceding taxation year by the successor corpo- 
ration, is 1 cluded in the amount determined under 
clause (5)(bj)(v)(A) and may reasonably be regarded 
as attributable to the disposition by the successor 
corporation of any property owned by the predeces- 
sor immediately before the acquisition thereof by the 
successor corporation, and 


(b) the amount that is equal to such part’of its income for 
the year, if no deduction were allowed under this section, 
section 65, 66, 66.1 or 66.2 or the Income Tax ‘Applica- 
tion Rules, 197] in respect of this paragraph (minus the 
deductions allowed for the year by subsection (4) and 
sections 112 and 113), as may reasonably be regarded.as, ... 
attributable to 


(1) the production of petroleum or natural gas from 
natural accumulations: thereof or from: oil or gas. . 
wells; or.the production of minerals from mines, situ-.. 
ated on property in Canada in respect of which the 
predecessor had, immediately before the acquisition — 
by the successor corporation of the property so ac- 
quired, an interest or a right to take or remove petro- 
leum or natural gas or a right to take or remove min- 
erals, and 
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(ii) the amount, if any, by which the aggregate of all 
amounts each of which is an amount 


(A) required by subsection 59(2) to be included . 
in computing its income for the year, and 


(B) in respect of a reserve deducted in comput- 
ing the predecessor’s' income and: deemed by 
paragraph 87(2)(g) or by virtue of that paragraph 
and paragraph 88(1)(e.2) to-have been deducted 

~ by the successor corporation as a reserve in. com; >; 
puting its income for a preceding year, 


exceeds the aggregate of amounts, if any, deducted 
in computing the successor corporation’s income for’ 
the year by virtue of subsection 64(1), (1.1) or (1.2) 
in respect of dispositions of property by the 
predecessor, 


and, in respect of any expense included in the cumulative Ca- 
nadian oil and gas property expense referred to in’ subpara- 
graph (a)(i), no deduction may be made under this section by 
the predecessor in Computing his income for a taxation year 
‘subsequent to his taxation year in which the property SO ac- 
quired was acquired by the successor corporation. 


Subpara. .66.4(3)(b)(i), substituted by 1986, c. 6, subsec: 31(2), to 
add “‘natural:accumulations thereof or from,oil or gas”, applicable to 
taxation years ending after March 1985. 


All that portion of subsec. 66.4(3) preceding para. (a) substituted by 
1985, c. 45, subsec. 31(1), applicable with respect to acquisitions 
occurring after 1982, except that with respect to acquisitions occur- 
ring after 1982 and in taxation years commencing before 1985 the 
reference to “Canadian resource properties of the predecessor” shall 
be read as a reference to “property of the predecessor used by him 


in carrying on in Canada such of the businesses described in any of 


subparagraphs 66(15)(h)(i) to (vii) as were carried on by him”, That 
portion of subsec. 66.4(3) formerly read: 


(3) Successor corporation’ s Canadian oil and gas 
property expense — Where a corporation (in this subsec- 
tion referred to as the “successor corporation”) has, at any 
time, acquired, by purchase or otherwise (including an acqui-_ 
“sition as a result of an amalgamation described in section 87), 
from another person (in this subsection referred to as the 
predecessor”) all or substantially all of the property of the 

- predecessor uséd by him in carrying on.in Canada such of the 
businesses described in any of subparagraphs 66(15)(h)(i) to 
(vii) as were carried on by. him and (except in the case of an 
amalgamation or a winding-up) the predecessor and the suc- 
cessor corporation have jointly elected in prescribed form on 
or before the day that is the earlier of the days on or before 
which either taxpayer making the election is required to file a 
return of income pursuant to section 150 for the taxation year 
in which the transaction to which the election relates oc- 
curred, there may be deducted by the successor corporation in 
computing its income under this Part for a taxation year, such 
amount as it may claim not exceeding the lesser of 


Subpara. 66.4(3)(a)(ii) substituted by 1985, c. 45, subsec. 31(2), ap- 
plicable with respect to dispositions occurring in taxation years 
commencing after 1984. Subpara. 66.4(3)(a)(ii) formerly read: 


{ii) the aggregate of all amounts each of which is an amount 
that became receivable by the successor corporation in the 
taxation year or in a preceding taxation year, that is required 
to be included in’ the amount determined under clause 
(5)(b)(v)(A) by virtue of subsection 59(1.2) and that may rea- 
sonably be regarded as attributable to the disposition by the 
successor corporation of any property owned by the predeces- 
sor immediately before the acquisition thereof by the succes- 
sor corporation, and 


Cl. 66.4(3)(b)(Gi)(A) amended by 1985, c. 45, subsec. 24(8), to de- 
lete a reference to subsection 59(2.1), applicable to taxation years 
commencing after 1984. 


All that portion of subsec. 66.4(3) preceding para. (b) substituted; 
all that portion of subsec..66.4(3) following para. (b) amended to 
substitute “his” for “its” .wherever.the, word appeared;. subsec. 
66.4(3) amended to substitute “predecessor” and ‘“‘predecessor’s” 
for. “predecessor, corporation” and “predecessor corporation’s”, 
wherever those expressions appeared, by 1984, c. 1, subsecs. 
30(1)+(3), applicable with respect to acquisitions of property by a 
successor corporation from a predecessor after April 19, 1983. That 
portion of subsec. 66.4(3) preceding para. (b) formerly read: 


(3) Successor corporation’s Canadian oil and gas 
property expense — Where a corporation (in this subsec- 
tion referred to as the “successor corporation”) has, at any 
time, acquired, by purchase or otherwise (including an acqui- 
sition as a result of an amalgamation described in section 87), 
from another corporation (in this subsection referred to as the 
“predecessor corporation’? all or substantially all of the prop- 
erty of the predecessor corporation used by it in carrying on 
in Canada such of the businesses described in any of subpara- 
graphs 66(15)(h)(i) to (vii) as were carried on by it and (ex- 
cept in the case of an amalgamation or a winding-up) the 
predecessor corporation and the successor corporation have 
jointly elected in prescribed form on or before the day that is 
the earlier of the days on or before which. either taxpayer 
making the election is required to file a return of income pur- 
suant to section 150, for the taxation year in which the trans- 
action to which the election relates. occurred, there may be 
deducted by the successor corporation in computing its in- 
come under this. Part for a taxation. year, such amount as it 
may claim not-exceeding the lesser of 


(a) 10% of the amount by which 


(i) the cumulative Canadian oil and gas property ex- 
pense of the predecessor corporation determined at 
the time immediately after the property so acquired 
was acquired by the successor corporation to the ex- 
tent it has not been deducted by the predecessor cor- 
poration in computing its income for any taxation 
year and has not been deducted by the successor cor- 
poration in computing its income for a previous taxa- 
tion year, 


exceeds 


(ii) the aggregate of all amounts. each of which was 
an.amount that became receivable in the taxation 
year or 1n a previous taxation year by the successor 
corporation, that are required to be included in the 
amount determined under clause (5)(b)(v)(A) by vir- 
tue of subsection 59(1.2) and that may reasonably be 
regarded as attributable to the disposition by the suc- 
cessor corporation of any property owned by the 
predecessor corporation immediately before the ac- 
quisition thereof by the successor corporation, and 


(4) [Repealed under former Act] 


Pre-RSC History: Subsec: 66.4(4) repealed by 1987, c. 46, sub- 
sec. 21(2), applicable to taxation years ending after February 17, 
1987. Subsec. 66.4(4) formerly read: 


(4) Second successor corporation’s Canadian oil and 
gas property expense — Where a corporation (in this sub- 
section referred to as the “second successor corporation”) has 
at any time acquired, by purchase, amalgamation, merger, 
winding-up or otherwise (other than pursuant to an amalga- 
mation that is described in subsection 87(1.2) or a winding-up 
to which the rules in subsection 88(1) apply), from another 
corporation (in this subsection referred to as the “first succes- 
sor corporation”) that was a successor corporation, within the 
meaning of subsection (3), all or substantially all of the Cana- 
dian resource properties of the first successor corporation and 
(except in the case.of an amalgamation or a winding-up) the 
first successor corporation and the second successor corpora- 
tion have jointly elected in prescribed form on or before the 
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day that is the earlier of the days on or before which either 
taxpayer making the election is required to filé a return of 
income pursuant-to section 150 for the taxation year in which 


the transaction to which the election relates occurred, there 


may be deducted by the second successor corporation in com- 
puting its income under this Part for a taxation year such 
amount as it may claim not exceeding the lesser of 


(a) 10% of the amount by which 


(i) the amount, if any, by which the amount deter- 
mined under subparagraph (3)(a)(i) in respect of the 
first successor corporation immediately after the 
property so acquired was acquired by the second suc- 
cessor corporation exceeds the amount determined 
under paragraph (3)(a)(ii) in respect of the first suc- 
cessor corporation at that time, to the extent it has 
not been deducted by the first successor corporation 
in computing its income for any taxation year and 
has not been deducted by the second successor cor- 
poration in computing its income for a preceding tax- 
ation year, 


exceeds 


(11) the aggregate of all amounts each of which is an 
amount that became receivable in the taxation year 
or a preceding taxation year by the second successor 
corporation, is included in the amount determined 
under clause (5)(b)(v)(A) and may reasonably be re- 
garded as attributable to the disposition by the sec- 
ond successor corporation of any property owned by 
the predecessor of the first successor corporation im- 
mediately before the acquisition thereof by the first 
successor corporation, and 


(b) the amount that is equal to such part of its income for 
the year if no deduction were allowed under this section, 
section 65, 66, 66.1 or 66.2 or the Income Tax Applica- 
tion Rules, 1971 in respect of this paragraph (minus the 
deductions allowed for the year by sections 112 and 113), 
as may reasonably be regarded as attributable to 


(1) the production of petroleum or natural gas from 
natural accumulations thereof or from oil or gas 
wells, or the production of minerals from mines, situ- 
ated on property in Canada in respect of which the 
predecessor: of the first successor corporation had, 
immediately before the acquisition by the first suc- 
cessor corporation of the property so acquired by the 
second successor corporation, an interest or a right to 
take or remove petroleum or natural gas or a right to 
take or remove minerals, and 


(ii) the amount, if any, by which the aggregate of all 
amounts each of which is an amount 


(..) required by subsection 59(2) to be included 
in computing its incorne for the year, and 


(B) in respect of a reserve deducted in comput- 
ing the income of the predecessor of the first 
successor corporation and deemed by paragraph 
87(2)(g) or by virtue of that paragraph and para- 
graph 88(1)(e.2) to have been deducted by. the 
second successor corporation as a reserve in 
computing its income for a preceding year, 


exceeds the aggregate of amounts, if any, deducted 
in computing the income of the second successor 
corporation for the year by virtue of subsection 
64(1), (1.1), or (1.2) in respect of dispositions of 
property by the predecessor of the first successor 
corporation, 


and, in respect of any expense included in the amount re- 
ferred to in subparagraph (a)(i), no deduction may be made 
under this section by the first successor corporation in com- 
puting its income for a taxation year subsequent to its taxa- 
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tion year in which the property so Sage was acquired by 
the second successor corporation. 


Subpara. 66.4(4)(b)(i) substituted by 1986, c. 6, subsec. 31(2), to 
add “natural accumulations thereof or from oil or gas”, applicable to 
taxation years ending after March 1985. 


All that portion of subsec. 66.4(4) preceding para. (a) substituted by 
1985, c. 45, subsec. 31(3), applicable with respect to acquisitions 
occurring after 1982, except that with respect to acquisitions occur- 
ring after 1982 and in taxation years commencing before 1985, the 
reference to’ “Canadian resource properties of the first successor 
corporation” shall be read as a reference to “property of the first 
successor corporation used by it in carrying on in Canada such of 
the businesses described in any, of the subparagraphs 66(15)(h)(i) to 
(vii) as were carried on by it”. That portion of subsec. 66.4(4) for- 
merly read: 


(4) Second successor corporation's Canadian oil and 
gas property expense — Where a corporation (in this sub- 
section referred to as the “‘second successor corporation’) has, 
at any time, acquired, by purchase or otherwise (including an 
acquisition as a result of an amalgamation described in sec- 
tion 87), from another corporation (in this subsection referred 
to as the “first successor corporation”) that was a successor 
corporation within the meaning of subsection (3), all or sub- 
stantially all of the property of the first successor corporation 
used by it in carrying on in Canada‘such of the businesses 
described in any of subparagraphs 66(15)(h)() to (vii) as 
were carried on by it and (except in the. case of an amalgama- 
tion or a winding-up) the first successor corporation and the 
second successor corporation have jointly elected in pre- 
scribed form on or before the day that is the earlier of the 
days on or before which either taxpayer making the election 
is required to file a return of income pursuant to section 150 
for the taxation year in which the transaction to which. the 
election relates occurred, there may. be deducted by the sec- 
ond successor corporation in computing its income under this 
Part for a taxation year, such amount as it may claim not ex- 
ceeding the lesser of 


Subpara. 66.4(4)(a)(i) substituted by 1985, c. 45, subsec. 31(4), ap- 
plicable to taxation years ending after 1984. Subpara. 66.4(4)(a)(i) 
formerly read: 


(i) the cumulative Canadian oil cath: gas property expense of 
the predecessor referred to in. subparagraph (3)(a)(i) deter- 
mined at the time immediately after the property so acquired 
was acquired by the first successor corporation to the extent it 
has not been deducted by the first)successor corporation. in 
computing its income for any taxation year and has not been 
deducted by the second successor corporation in HOUND 
its income for a previous taxation year, 


Subpara. 66.4(4)(a)(ii) substituted by 1985, c. 45, subsec. 31(5), ap- 
plicable with respect to dispositions occurring in taxation years 
commencing after 1984. Subpara. 66.4(4)(a) (ii) formerly read: 


(ii) the aggregate of all amounts each of which was an 
amount that became receivable in the taxation year or in a 
previous taxation year by the second successor corporation, 
that are required to be included in the amount determined 
under clause (5)(b)(v)(A) by virtue of subsection 59(1.2) and 
that may reasonably be regarded as attributable to the-disposi- 
tion by, the second successor corporation of any property 
owned by the predecessor of the. first successor corporation 
immediately before the acquisition thereof by the second suc- 
cessor corporation, and 


Cl. 66.4(4)(b)(@1)(A) amended by 1985, c. 45, subsec. 24(8), to de- 
lete a reference to subsection 59(2.1), applicable to taxation years 
commencing after 1984. 


(5) Definitions — In this section 


Related Provisions: 66(15.1) — Application of subsecs. 66.1(6), 
66.2(5), 66.4(5) and 66.5(2); 66.1(6.1) — Application of subsecs. 
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66(15), 66.2(5) and 66.4(5); 66.2(5.1) — Application of subsecs. 
66(15), 66.1(6) and 66.4(5). 


Pre-RSC History: The opening words also referred to ss. 66, 66.1 
and 66.2. See now subsecs. 66(15.1), 66.1(6.1), 66.2(5.1). 


‘Canadian oil and gas property expense” of a tax- 
payer means any cost or expense incurred after De- 
cember 11, 1979 that is 


(a) notwithstanding paragraph 18(1)(m), the cost 
to the taxpayer of any property described in para- 
graph (a), (c) or (d) of the definition “Canadian 
fesource property” in subsection 66(15) or a right 
to or interest in such property (other than such a 
right or interest that the taxpayer has by reason of 

- being a beneficiary of a trust) or an amount paid 
or payable to Her Majesty in right of the Province 
of Saskatchewan as a net royalty payment pursu- 
ant to a net royalty petroleum and natural gas 
lease that was in effect on March 31, 1977 to the 
extent that it can reasonably be regarded as a cost 
of acquiring the lease, but not including any pay- 
ment made to any of the persons referred to in 
any of subparagraphs 18(1)(m)(i) to (iii) for the 
preservation of a taxpayer’s rights in respect of a 
Canadian resource property nor a payment (other 
than a net royalty payment referred to in this par- 
agraph) to which paragraph 18(1)(m) applied by 
virtue of subparagraph 18(1)(m)(v), 


(b) subject to section 66.8, the taxpayer’s share of 
any expense referred to in paragraph (a) incurred 
by a partnership in a fiscal period thereof at the 
end of which the taxpayer was a member of the 
partnership, unless the taxpayer elects in respect 
of-the share in prescribed form and manner on or 
before the day that is 6 months after the tax- 
payer’s taxation year in which that period ends, 
or 


(c) any cost or expense referred to in paragraph 
(a) incurred by the taxpayer pursuant to an agree- 
ment in writing with a corporation, entered into 
before 1987, under which the taxpayer incurred 
the cost or expense solely as consideration for 
shares, other than prescribed shares, of the capital 
stock of the corporation issued to the taxpayer or 
any interest in such shares or right thereto, 


but, for greater certainty, shall not include 


(d) any consideration given by the taxpayer for 
any share or any interest therein or right thereto, 
except as provided by paragraph (c), or 


(e) any expense described in paragraph (c) in- 
curred by any other taxpayer to the extent that the 
expense was, 


(1) by virtue of that paragraph, a Canadian oil 
and gas property expense of that other 
taxpayer, 


(ii) by virtue of paragraph (1) of the definition 
“Canadian exploration expense” in subsection 
66.1(6), a Canadian exploration expense of 
that other taxpayer, or 


S. 66.4(5) Can 


(iii) by virtue of paragraph (g) of the defini- 
tion “Canadian development expense” in sub- 
section 66.2(5), a Canadian development ex- 
pense of that other taxpayer, 


but any amount of assistance that a taxpayer has re- 
ceived or is entitled to receive in respect of or related 
to the taxpayer’s Canadian oil and gas property ex- 
pense shall not reduce the amount of any of the ex- 
penses described in any of paragraphs (a) to (c); 
Related Provisions: 49(2)— Where option — expires; 
53(1)(e)(vii. 1) — Addition to adjusted cost base — partnership in- 
terest; 66(10.3) — Joint exploration corporation; 66(12.5) — Unit- 
ized oil or gas field in Canada; 66.2(8) — Presumption; 66.3 — Ex- 
ploration and development. shares; 66:4(1) — Recovery. of. costs; 
66.4(2) — Deduction for cumulative Canadian oil and gas property 
expense; 248(1)“Canadian oil and gas property expense” — Defini- 
tion applies to entire Act; 248(16) — GST input tax credit and re- 
bate deemed to be assistance; 248(18) — GST — repayment of in- 
put tax credit; Interpretation Act 8(2.1), (2.2) — Application to 
exclusive economic zone and continental shelf. See additional Re- 
lated provisions and Definitions at end of s. 66.4. 


History: Para. (b) of “Canadian oil and gas property expense” in 
subsec. 66.4(5) amended by 1994, c. 7, Sch. VIII (1993, c. 24), s. 
25, applicable to partnership fiscal periods ending after July 1990, 
except that an election referred to in the para. that is filed before 
December 11, 1993,:shall be deemed to have been filed on a timely 
basis. That para. formerly read: 


(b) subject to section 66.8, the taxpayer’s share of any ex- 
pense referred to in paragraph (a) incurred by a partnership in 
a fiscal period thereof, if at the end of that fiscal period [the 
taxpayer] was a member thereof, or 


Pre-RSC History: The definition “Canadian oil and gas property 
expense” was para. 66.4(5)(a). See Table of Concordance. 


Subpara. 66.4(5)(a)(ii) amended by 1988, c. 55, s. 44, to add “sub- 
ject to section 66.8”, applicable after June 17, 1987. 


All that portion of para. 66.4(5)(a) preceding subpara. (1) amended 
to substitute “any cost or expense incurred” for “any outlay or ex- 
pense made or incurred”, subpara. 66.4(5)(a)(iii) amended to substi- 
tute “cost or expense” for “expense” (in two places) and “agreement 
in writing with a corporation, entered into: before 1987” for “agree- 
ment with a corporation”, and all that portion of para. 66.4(5)(a) 
following subpara. (v) substituted by 1986, c. 55, subsecs. 15(1) to 
(3). That portion of para. 66.4(5)(a) formerly read: 


but no amount of assistance or benefit that a taxpayer has re- 
ceived or is entitled to receive from a government, municipal- 
ity or other public authority in respect of or related to his Ca- 
nadian oil and gas property expense, whether. as a grant, 
subsidy, forgiveable loan, deduction from royalty or tax, in- 
vestment allowance or any other form of assistance or bene- 
fit, shall reduce the amount of any of the expenses described 
in any of subparagraphs (1) to (iii); 

Subpara. 66.4(5)(a)(i) substituted by 1985, c. 45, subsec. 31(6), ap- 

plicable with respect to dispositions occurring in taxation years 

commencing after 1984. Subpara. 66.4(5)(a)() formerly read: 


(i) notwithstanding paragraph 18(1)(m), the cost to him of a 
Canadian resource property described in subparagraph 
66(15)(c)(i), (iii) or (iv) or of any right to.(including a right to 
receive proceeds of disposition in respect thereof) or interest 
in any such property (other than property of a trust) or an 
amount paid or payable to Her Majesty in right of the Prov- 
ince of Saskatchewan as a net royalty payment pursuant to a 
_ net royalty petroleum and natural gas lease that was in effect 
on March 31, 1977 to the extent that it can reasonably be re- 
garded as a cost of acquiring the lease, but not including any 
payment made to any of the persons referred to in any of sub- 
paragraphs 18(1)(m)(i) to (iii) for the preservation of a tax- 
payer’s rights in respect of a Canadian resource property or a 
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property that would have been a Canadian resource property 

_if it had been acquired. by the taxpayer after 1971, and not 
including a payment (other than a net royalty payment re- 
ferred to in this subparagraph) to which paragraph 18(1)(m) 
applied by virtue of subparagraph (v) thereof, 


Subpara. 66.4(5)(a)(iii) substituted by -1980-81-82-83, c. 140,-s. 
37(1), applicable with respect to any outlay or expense made or in- 
curred after 1982, to add “, other than prescribed shares,”.,., 


Regulations: 6202 (prescribed share). 


Interpretation Bulletins: IT-109R2: Unpaid amounts; IT-438R2: 


Crown charges — resource properties in:Canada; IT-503: Explora- 
tion and development shares. 


Forms: T1086: Election by a partner. 


“cumulative Canadian oil and gas property ex- 
pense” of a taxpayer at any time in a taxation year 
means the amount determined by the formula 


(A +B + C+ D,+.D.1) 
—-(E+F+G+H+I14+I11+4J) 


A is the total of all Canadian oil and gas property 
expenses made or incurred by the taxpayer before 
that time, 


Bis the total of all amounts determined under sub- 
section (1) in respect of the taxpayer for taxation 
years ending before that time, 


C is the total of all amounts referred to in the 
description of F or G that are established by the 
taxpayer to have become. bad debts before. that 
time, 


D is such part, if any, of the amount determined for 
I as has been repaid before that time by the tax- 
payer pursuant to a legal obligation to repay all « or 
any part of that amount, 


D.1 is the total of all specified amounts, determined 
under paragraph 66.7(12.1)(c) in respect. of the 
taxpayer for taxation years ending before that 
time, 


E is the total of all amounts deducted in computing 
the taxpayer’s income for a taxation year ending 
before that time in respect of the taxpayer’s cu- 
mulative Canadian oil and gas property expense, 


F is the total ‘of all’amounts each of which is an 
amount in respect of a property described in para- 
graph (a), (c) or (d).of the definition “Canadian 
resource property”’ in subsection 66(15) or.a right 
to or interest in such a property, other than such a 
right or interest that the taxpayer has by reason of 
being a beneficiary of a trust, (in this description 
referred to as “the particular property’) disposed 
of by the taxpayer before that time equal to the 
amount, if any, by which 


(a) the amount, if any, by which the proceeds 
of disposition in respect of the particular prop- 
erty that became receivable by ‘the taxpayer 
before that time exceed any outlays or ex- 
' penses made or incurred by the taxpayer 
before that time for the purpose of making the 
disposition and. that. were not otherwise de- 
ductible for the purposes ofthis Part 
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exceeds the total of 
(b) the amount, if any, by which 


~ (i) the total of all amounts that would be 
determined under paragraph 66.7(5)(a), 
immediately before the time:(in this: para- 
graph and paragraph (c) referred to as the 
“relevant time’) when such proceeds of 
disposition became receivable, in respect 
of the taxpayer and an original owner of 
-the particular property (or of any other 
property acquired by the taxpayer with the 
particular property in circumstances in 
which subsection 66.7(5) applied. and in 
respect of which the proceeds of disposi- 
tion became receivable: by the ceRR ane at 
the relevant time) if 


(A) amounts: that became receivable at 
or after the relevant time were not 
taken into account, 


(B) each designation made tive! sub- 
paragraph 66.7(4)(a)(ii) in respect of 
an amount that became receivable 
before the relevant time were made 
before the relevant time, — 


(C) paragraph 66. 75)(a) were. read 
without. reference to “10% of”, and 


(D) no reduction under subsection 
80(8) at or after the relevant time. were 
_,, taken into account 


exceeds the total of 


(ii) all amounts that would be determined 
under paragraph 66.7(5)(a) at the relevant 
time in respect of the taxpayer and an orig- 
inal owner of the particular property (or of 
that other agogae described in HN 
graph (i)) if 

(A) amounts that Bicatne reveivalsle af- 

ter the relevant time were not taken into 

account, 


(B) each designation made under sub- 
paragraph 66.7(4)(a)(ii) in respect of 
an amount that became receivable at or 
before the relevant time were made 
before the relevant time, 


_ (C) paragraph 66. 7(3)(a) were read 
without reference to: “10% of’, and 
(D) no reduction under’ subsection 


80(8) at or after the relevant time. were 
taken into account; and 


(11) such portion of the amount determined 
under this. paragraph as was otherwise ap- 
plied to reduce the amount.otherwise de- 
termined under this description, and 


(c) the amount, if any, by. which 


(i) the total of all. amounts that would be 
determined under paragraph 66.7(4)(a), 
immediately before the relevant: time, in 
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respect of the taxpayer and an original 
owner of the particular property (or of any 
other property acquired by the taxpayer 
with the particular property in circum- 
stances in which subsection 66.7(4) ap- 
plied and in respect of which the proceeds 
of disposition became receivable by the 
taxpayer at the relevant time) if 


(A) amounts that became receivable at 
or after the relevant time were not 
taken into account, 


(B) each designation made under sub- 
paragraph 66.7(4)(a)(iii) in respect of 
an amount that became receivable 
before the relevant time were made 
before the relevant time, 


(C) paragraph 66.7(4)(a) ‘were read 
without reference to “30% of’, and 


(D). no reduction under. subsection 
80(8) at or after the relevant time were 
taken into account © 


exceeds the total of 


(ii) all amounts that would be determined 
under paragraph 66.7(4)(a) at the relevant 
time in respect of the taxpayer and an orig- 
inal owner of the particular property (or of 
that other property described in subpara- 
graph (1)) if 

(A) amounts that became receivable af- 

ter the relevant time were not taken into 

account, 


(B) each designation made aaa sub- 
paragraph 66.7(4)(a)(iii) in respect of 
an amount that became receivable at or 
before the relevant time were made 
before the relevant time, 


(C) paragraph 66.7(4)(a) were read 
without reference to “30% of”, 


(D) amounts described in subparagraph 
66.7(4)(a)(i1) that became receivable at 
the relevant time were not taken into 
account, and 


(E) no reduction under subsection 80(8) 
at or after the relevant time were taken 
into account, and 


(iii) such portion of the amount otherwise 

~determined under this paragraph as was 
otherwise applied to reduce the amount 
otherwise determined. under _.. this 
description, 


G_ is the total of all amounts that became receivable 


by the taxpayer before that time that are to be in- 
cluded in the amount determined under this 
description by virtue of paragraph 66(12.5)(a), 


H is the total of all amounts each of which is an 
amount received before that time on account of 
any amount referred to in the description of C, 
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I is the total amount of assistance that the taxpayer 
has received or is entitled to receive in respect of 
any Canadian oil and gas property expense in- 
curred after 1980 or that can reasonably be re- 
lated to any such expense after 1980, 


I.1 is the total of all amounts by which the cumula- 
tive Canadian oil and gas property expense of the 
taxpayer is required because of subsection 80(8) 
to be reduced at or before that time, and 


J is the total of all amounts that are required to be 
deducted before that time under paragraph 
66.7(12)(d) in computing the taxpayer’s cumula- 
tive Canadian oil and gas property expense; 


Related Provisions: 20(1)(kk) — Exploration and development 
grants; 50(1)(a)— Deemed disposition where debt becomes bad 
debt; 66(10.3) — Joint exploration corporation; 66(12.5) — Unit- 
ized oil or gas field in Canada; 66.7(5) — Deduction to successor 
corporation; 70(5.2) — Resource properties and land inventories of 
deceased taxpayer; 79(4)(c)—- Subsequent payment by debtor fol- 
lowing surrender of property deemed tobe repayment of assistance; 
79.1(8) — No claim for principal amount of bad debt where prop- 
erty seized by creditor; 80(8)(d) — Reduction of CCOGPE on debt 
forgiveness; 96(2.2)(d) — At-risk amount; 104(5.2) — Rules for 
trusts; 248(16) — GST — input tax credit and rebate; 248(18) — 
GST — repayment of input tax credit; 257 — Formula cannot cal- 
culate to less than zero. See additional Related provisions and Defi- 
nitions at end of s. 66.4. 


History: Cls. (b)(i)(D), (b)(ii)(D), (c)(i)(D) and (c)(ii)(E) added to 
the description of F in the definition “cumulative Canadian oil and 
gas property. expense” in subsec. 66.4(5) by 1995,.c. 21, subsecs. 
24(2)+(5), applicable to taxation years that end after February 21, 
1994, 


The description of I.] added to the definition “cumulative Canadian 
oil and gas property expense” in subsec. 66.4(5) and the corre- 
sponding formula amended by 1995, c. 21, subsecs. 24(6) and (1), 
applicable to taxation years that end after February 21, 1994. 


All that portion of the description of F in the definition “cumulative 
Canadian oil and gas property expense” in subsec. 66.4(5) following 
para. (a) substituted by 1994, c. 21, subsec. 30(2), applicable to tax- 
ation years ending after February 17, 1987. That portion of the 
description of F formerly read: 


exceeds the amount equal to 


(b) where the proceeds of disposition referred to in para- 
graph (a) may reasonably be attributed to the disposition 
of.a property that was acquired by the taxpayer in cir- 
cumstances in. which subsection 66.7(5) applies to the 
taxpayer as successor, the lesser of 


(i) the amount determined under paragraph (a) in re- 
spect of the property,: and 


(ii) the total of all amounts each of which is an 
amount that would be determined at that time under 
paragraph 66.7(5)(a) in respect of the acquisition of 
the property by the taxpayer if that paragraph were 
read without reference to “10%. of’,.and 


(c) in any other case, nil, 


D,1 and its description added to in the definition “cumulative Cana- 
dian oil and gas property expense” in subsec, 66.4(5) by 1994, c. 7, 
Sch. II (1991, c, 49), subsecs. 41(3) and (3.1), applicable to taxation 
years beginning after February 17, 1987. 


Pre-RSC History: The. definition “cumulative Canadian oil and 
gas property expense” was para. 66.4(5)(b). It contained descrip- 


S. 66.4(5) cum 


tive subparagraphs instead of the present formula, The pre-R.S.C. 


version read: 


(b) “cumulative Canadian oil and gas property expense” of a 
taxpayer at any time in a taxation year means the amount, if 
any, by which the aggregate of 


(i) the aggregate of all Canadian oil and gas property 
expenses made or incurred by him before that time, 


(ii) the aggregate of all amounts determined under sub- 
section (1) in respect of the taxpayer for taxation years 
ending before that time, 


(iii) any amount referred to in subparagraph (v) or (vi) 
that is established by him to have become a bad debt 
before that time, and 


(iii.1) such part, if any, of the amount included in subpar- 
agraph (viii) as has been repaid before that time by the 
taxpayer pursuant to a legal obligation to repay all or 
any part of that amount 


exceeds the aggregate of all amounts each of which is 


(iv) an amount deducted in computing his income for a 
taxation year ending before that time in respect of his cu- 
mulative Canadian oil and gas property expense, 


(v) the aggregate of all amounts each of which is an 
amount in respect of a property described in subpara- 
graph 66(15)(c)(i), (iii) or (iv) or a right to or interest in 
such property, other than such a right or interest that he’ 
has by reason of being a beneficiary of a trust, (in this 
subparagraph referred to as “the particular property”) 
disposed of by the taxpayer before that time equal to the 
amount, if any, by which 


(A) the amount, if any, by which the proceeds of dis- 
position in respect of the particular property that be- 
came receivable by him before that time exceeds any 
outlays or expenses made or incurred by him before 
that time for the purpose of making the disposition 
and that were not otherwise deductible for the pur- 
poses of this Part 


exceeds the amount equal to 


(B) where the proceeds of disposition referred to in 
clause (A) may reasonably be attributed to the dispo- 
sition of a property that was acquired by the tax- 
Payer in. circumstances in which subsection 66.7(5) 
applies to the taxpayer as successor, the lesser of 


(I) the amount determined under clause (A) in 
respect of the property, and 


(II) the aggregate of all amounts each of which 
is an amount that would be determined at that 
time under paragraph 66.7(5)(a) in respect of 
the acquisition of the property by the taxpayer if 
that paragraph were read without reference to 
“10% of”, and 


(C) in any other case, nil, 


(vi) an amount that became receivable by him before that 
time that is to be included in the amount determined 
under this subparagraph by virtue of paragraph 
66(12.5)(a), 


(vii) an amount received before that time on account of 
any amount referred to in subparagraph (iii), 


(vill) any assistance that he has received or is entitled to 
receive in respect of any Canadian oil and gas property 
expense incurred after 1980 or that can reasonably be 
related to any such expense after 1980, or 


(ix) any amount that is required to be deducted before 
that time under paragraph 66.7(12)(d) in computing his 
cumulative Canadian oil and gas property expense; 
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Subpara. 66.4(5)(b)(iii.1) added by 1990, c. 45;.s.44, applicable 
with respect to amounts repaid-after January 1990. 


All that portion of subpara. 66:4(5)(b)(v) following cl. (A) substi- 
tuted and subpara. 66.4(5)(b)(ix) added, by 1987, c. 46, subsecs. 
21(3), (4), applicable to taxation years ending after February 17, 
1987. That portion of subpara. (v) formerly read: 


exceeds 
(B) the amount equal to, 


(I) where there has been an acquisition of property 
by the taxpayer from a predecessor (within the mean- 
ing of subsection (3)) or from a first successor corpo- 
ration (within the meaning of subsection (4)) and the 
particular property is all or part of the property that 
was so acquired, the amount, if any, by which the 
amount determined (immediately before the particu- 
lar time at which the amount receivable by the tax- 
payer for the particular property so became receiva- 
ble by him) under subparagraph (3)(a)(1) in respect 
of the acquisition, or under subparagraph (4)(a)(i) in 
respect of the earlier acquisition by the first succes- 
sor corporation from its predecessor, as the case may 
be, exceeds the’ aggregate of such amounts that be- 
came receivable by the taxpayer before the particular 
time and that are described in subparagraph (3)(a)(ii) 
or (4)(a)(ii), as the case may be, as may reasonably 
be attributed to the disposition by the taxpayer of 
property owned by the. predecessor or the first suc- 
cessor corporation, as the case may be, and 


(iI) in any other case, nil, 


Subpara. 66.4(5)(b)(vili) substituted by 1986, c. 55, subsec. 15(4). 
Subpara. 66.4(5)(b)(vili) formerly read: 


(vill) any amount of assistance or benefit that he has received 
or is entitled to receive from a government, municipality or 
other public authority in respect of any Canadian oil and gas 
property expense made or incurred after December 31, 1980 
or that can reasonably be related to any-such expense after 
that date, whether such amount is by way of a grant, subsidy, 
forgivable loan, deduction from royalty or tax, investment al- 
lowance or any other form of assistance or benefit; and 


All that portion of subpara. 66.4(5)(b)(v) preceding cl. (B) substi- 
tuted by 1985, c. 45, subsec. 31(7), applicable with respect to dispo- 
sitions Occurring in taxation years commencing after 1984, but for 
dispositions occurring in taxation years commencing before 1985 
subparagraph 66.4(5)(b)(v) shall apply and be read as it was at the 
time the disposition occurred having regard to any subsequent 
amendments thereto that applied at that time. That portion of sub- 
para. 66.4(5)(b)(v) formerly read: i 
(v) the aggregate of all-amounts each of which is an amount 
in respect of a property (referred to herein as “the particular 
property”) disposed of by the taxpayer equal to the amount, if 
any, by which 
(A) the amount, in respect of the disposition of the partic- 
ular property, that became receivable by him before that 
time that is required to be included in the amount deter- 
mined under this clause by virtue of subsection 59(1.2), 


exceeds 


Interpretation Bulletins: IT-125R4: ee uide ee of resource 
properties. 


“disposition” and “proceeds of disposition” have 
the meanings assigned by section 54. 


Pre-RSC History: The definitions “isnosition” and. ‘ ‘proceeds of 
disposition” were para. 66.4(5)(c). 


Para. 66.4(5)(c) added by 1985, c. 45, subsec. 31(8), applicable with 
respect to dispositions occurring in taxation years ee after 
1984. 
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(5.1) Application of subsecs. 66(15) and 
66.1(6) — The definitions in subsections 66(15) and 
66.1(6) apply to this section. 

Origin of subsec. 66.4(5.1): R.S.C. 1985, c. 1 (Sth Supp.) (for- 


merly contained in the opening words of subsecs. 66(15) and 
66.1(6)). 


(6) Share of partner — Except as provided in sub- 
section (7), where a taxpayer is a member of a part- 
nership, the taxpayer’s share of any amount that 
would be an amount referred to in the description of 
D in the definition “cumulative Canadian oil and gas 
property expense” in subsection (5), in paragraph (a) 
of the description of F in that definition or in the 
description of G or I in that definition in respect of 
the partnership for a taxation year of the partnership 
if section 96 were read without reference to para- 
graph 96(1)(d) shall, for the purposes of this Act, be 
deemed to be an amount referred to in the descrip- 
tion of D in the definition “cumulative Canadian oil 
and gas property expense” in subsection (5), in para- 
graph (a) of the description of F in that definition or 
in the description of G or I in that definition, which- 
ever is applicable, in respect of the taxpayer for the 
taxation year of the taxpayer in which the partner- 
ship’s taxation year ends. 

History: Subsec. 66.4(6) amended by 1994; c. 7, Sch. Il (1991, c. 


49), subsec. 41(4), to add reference to the description of D (twice), 
applicable after January 1990. 


Interpretation Bulletins: IT-125R4: Dispositions of resource 
properties; IT-353R2: Partnership interests — some adjustments to 
cost base. 


.T. Technical News: No. 12 (adjusted cost base of partnership 
interest — subparagraph 53(1)(e)(vii1)). 


(7) Exception — Where a non-resident person is a 
member of a partnership that is deemed under para- 
graph 115(4)(b) to have disposed of any Canadian 
resource property, the person’s share of any amount 
that would be an amount referred to in the descrip- 
tion of D in the definition “cumulative Canadian oil 
and gas property expense” in subsection (5), in para- 
graph (a) of the description of F in that definition or 
in the description of G or I in that definition in re- 
spect of the partnership for a taxation year of the 
partnership if section 96 were read without reference 
to paragraph 96(1)(d) shall, for the purposes of this 
Act, be deemed to be an amount referred to in the 
description of D in the definition “cumulative Cana- 
dian oil and gas property expense” in subsection (5), 
in paragraph (a) of the description of F in that defini- 
tion or in the description of G or I in that definition, 
whichever is applicable, in respect of the person for 
the taxation year of the person that is deemed under 
paragraph 115(4)(a) to have ended. 

History: Subsec. 66.4(7) substituted by 1994, c. 7, Sch. II (1991, c. 


49), subsec. 41(4), applicable to taxation years of partnerships be- 
ginning after 1984. Subsec. 66.4(7) formerly read: 


(7) idem — Where a non-resident person is.a member of,a 
partnership that is deemed under paragraph 115(4)(b) to have 
disposed of a property described in any of paragraphs 
59(1.2)(a), (2)(c) and (d) of the Income Tax Act, chapter 148 
of the Revised Statutes of Canada, 1952, the non-resident’s 


- pense” — 66.1(6), 66.4(5.1), 248(1); 


S. 66.4 


share of any amount that would be an amount referred to iin 
paragraph (a) of the description of F in the definition “cumu- 
lative Canadian oil and. gas property expense” in subsection 

_ (5) or in the description of G or | in that definition in respect 

” of the partnership for a taxation year of the partnership if sec- 
tion 96 were read without reference to paragraph 96(1)(d) 
shall; for the purposes of this Act, be deemed to bean amount 
referred to,in paragraph (a) of the description of F in. the defi- 
nition “cumulative Canadian oil and gas property expense” in 
subsection (5) or in the description of G or I in that definition, 
as the case may be, in respect of the non-resident person for 
the taxation year of the non-resident person that is deemed ~ 
under paragraph 115(4)(a) to have ended: 


Interpretation Bulletins: .IT- 125R4:. Dispositions. of resource 
properties. 


Related Provisions [s. 66. 4]:.66(5) — Dealers; 66(18) - — Mem- 
bers of partnerships; 66.7 — Successor rules; 66.8(1) — Resource 
expenses of limited partner; 87(1.2) — New corporation deemed 
continuation of predecessor;, 127.52(1)(e),— Limitation on deduc- 
tion. for minimum tax. purposes. 


Pre-RSC History. [s. 66.4]: S. 66.4-amended by 1984, c. 1, 
subsec. 30(3), applicable with respect to acquisitions of property by 
a successor corporation from a predecessor after April 19, 1983, to 
substitute “predecessor” and.‘ PEP deoessor st for “predecessor cor- 
poration” and “predecessor corporation’s”, wherever those expres- 
sions appeared. 


S. 66.4 added by 1980-81-82-83, c. 48, s. 37, applicable to taxation 
years ending after December 11, 1979 except that,-in its application 
to a taxation year that includes December 11, 1979, subpara. 
66.4(2)(a)(ii) shall be read as follows: 


“(ji) the amount, if any, by which the aggregate of all 
amounts each of which is | 
(A) an amount included in his income for the year by vir- 
tue of a disposition in the year of inventory described in 
section 66.3 that was a share, any interest therein or right 
» thereto acquired by the taxpayer under circumstances de- 
scribed in subparagraph (5)(a)(11i), 
(B) an amount included by. virtue of paragraph. 12(1)(e) 
in computing his income for.the year to the extent that it 
relates to inventory described in clause (A), or 


(B.1) an amount included by virtue of paragraph 
59(3.2)(c) in his income for the year, 


exceeds the aggregate of all amounts each of which is 


(C) an amount deducted as a reserve by virtue of para- 
graph 20(1)(n). in computing his income for the year to 
the extent that the reserve relates to inventory described 
in clause (A), or 


(D) an amount deducted under subsection 64(1) in re- 
spect of property described in paragraph 59(1.2)(b) or 
under subsection 64(1.1) or (1.2) in computing his in- 
come for the year to the extent that the reserve relates to 
property disposed of in the year, and”. 


Selected Cases [s. 66.4]: Bow River Pipe Lines Ltd. v. R., 
[1997] 3 C.T.C. 397 (FCA) (Entitlement of non-partners to claim 
COGPE established). 


Definitions [s. 66.4]: “amount” — 248(1); . “assistance” — 
66(15), 66.4(5:1),°79(4), 125.4(5),: 248(16), 248(18); “Canada” — 
255, Interpretation Act 8(2.1), (2.2); “Canadian exploration ex- 
“Canadian oil and gas prop- 
erty. expense” —'66.4(5), -248(1); “Canadian resource property” — 
66(15), 66.4(5.1), 248(1); “corporation” — 248(1), Interpretation 
Act 35(1); “disposition” — 54, 66.4(5); “expense” — 66(15), 
66.4(5.1); “fiscal period” — 249.1; “inventory”, “mineral”, “non- 


resident”, “oil or gas well”, “prescribed” — 248(1); “proceeds of 
disposition” — 54, 66.4(5); “property”, “share” — 248(1); “taxation 
year” — 11(2), 249; “taxpayer” — 248(1); “writing” — Interpreta- 


tion Act 35(1). 
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66.5 (1) Deduction from income — In comput- 
ing its income for a taxation year that ends before 
1995, a corporation that has not made a designation 
for the year under subsection 66(14.1) or (14.2) may 
deduct such amount as it may claim not exceeding 
its cumulative offset account at the end of the. year. 
Related Provisions: 66.7 — Successor rules; 66.8(1) — Re- 


source expenses of limited partner; 196 — Tax on deduction under 
s. 66.5. 


Forms: T2099: Part IX tax return in respect of amounts deducted 
under subsection 66.5(1). 


(2) Definition of “cumulative offset account” 
— In this section, “cumulative offset account” of a 
corporation at any time means the amount, if any, by 
which 


(a) the total of all amounts required to be ‘added 
under subsections 66(14.1) and (14.2) in comput- 
ing its cumulative offset account before that time, 


exceeds 


(b) the total of all amounts deducted under sub- 
section (1) in computing its income for taxation 
_years ending before that time. 


Related Provisions: 87(2)(pp) — Avablensstation — sinelatow 
offset account computation. 


(3) Change of control — Where at any time after 
June 5, 1987 control of a corporation has been_ac- 
quired by a person or group of persons, the amount 
deductible under subsection (1) by the corporation in 
computing its income for.a taxation year ending after 
that time shall not exceed the. amount, if. any, by 
which 


(a) the part of its income for the year that may 
reasonably be regarded as attributable to produc- 
tion from Canadian resource properties owned by 
it immediately before that time 


exceeds 


(b) the total of all amounts deducted under sub- 
section 29(25) of the Income Tax Application 
Rules and subsections 66.7(1), (3), (4) and (5) by 
it in respect of its income for the year in comput- 
ing its income for the year. 


Related Provisions: 249(4) — Deemed year end where change 
of control occurs; 256(7)-(9) — Whether control acquired. 


Pre-RSC History: Subsec. 66.5(3) added by 1987, c. 46, s. 22, 
applicable to taxation years ending after June 5, 1987. 


Subsec. 66.5(1) substituted by 1986, c. 58, s. 9. Subsec. 66.5(1) for- 
merly read: 


66.5 (1) Deduction from income — A corporation that has: 
not made a designation for a taxation year pursuant,to subsec- * 
tion 66(14.1) or.(14.2) may deduct in computing its income 
for the year such amount as it may claim not exceeding its 
cumulative offset account at the end of the year. 


S. 66.5 added by 1986, c. 2, s. 19, applicable to 1985 et seq. 


Definitions [s. 66.5]: “acquired” — 256(7)-(9); “amount” — 
248(1); “control” — 256(7)—(9); “corporation” — 248(1), Interpre- 
tation Act 35(1); “cumulative offset account” — 66.5(2); “per- 
on” — 248(1); “taxation year” — 249. ; 
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66.6 Acquisition from tax-exempt; [person] — 
Where a corporation acquires, by’ purchase, amalga- 
mation, merger, winding-up or otherwise; all or sub- 
stantially all of the Canadian resource properties or 
foreign resource properties of a person, whose. taxa- 
ble income is exempt from tax under this Part, sub- 
section 29(25) of the Income Tax Application Rules 
and subsections 66.7(1) to (5) do not apply to the 
corporation in ‘Tespect of the acquisition of. the 
properties. 


Related Provisions: 66.7 — Successor rules; 
source expenses of limited partner. 


History: S, 66.6 amended by 1998, c. 19, s..105, enpiloatia to ac- 
quisitions that occur after April 26, 1995, other than an acquisition 
that. occurs before 1996 and that was required by an agreement in 
writing entered into before April 27, 1995. The. section pormet’y 
Meg 


66.8(1) — Re- 


66.6.:(1) Where subsec. 29(25) of ITAR and subsecs. : 

_ 66.7(1), (2), etc. do not apply — Where a particular corpo- 
ration has at any time after July 19, 1985 acquired by 
purchase, amalgamation, merger, winding-up or otherwise, | 
from another person who is exempt from tax under this Part’. 
on that person’s taxable income (other than‘ a corporation that’ 
is referred. to.in paragraph 149(1)(d) and: that 1s a-principal- 
business corporation within the meaning, assigned by subsec- 
tion 66(15)) all or substantially all of the person’s Canadian 
resource properties, subsection 29(25) of the Income Tax Ap- 
plication: Rules and ‘subsections’ 66.7(1), (2), (3) and (4)>do ¢ ~ 
not apply tothe particular corporation in respect of the acqui- 
sition of the properties except to the extent that the properties 
were acquired by it before 1987 pursuant to-an agreement. in 
writing made by it before July 20, 1985. 


(2) Where subsec. 66.7(5) does not apply — Where a 
particular corporation has at any time.after July 19, 1985 ac- 
quired by purchase, amalgamation, merger, winding-up or 
otherwise, from another person who 1s exempt from tax under 
this: Part on that, person’s taxable income.all; on substantially 
all of the. person’s.Canadian resource properties, subsection 
-66.7(5).does not apply to the particular corporation-in respect 
of the acquisition of, the properties except to the extent that 
the properties were acquired by it before 1987 pursuant to an 
agreement in writing made by it before July 20, 1985. 


Pre-RSC History: S. 66.6 amended by 1987, c. 46, s. 22.1, to 
substitute “subsections 66.7(1), (2)” for “suibsecs. 66(6),.(7)” in the 
heading to subsec. (1), “the meaning assigned by paragraph 
66(15)(h)’” for “the meaning of paragraph .66(15)(h)”, “subsection 


| 29(25).of the Income Tax Application Rules, 1971 and: subsections 


66.7(1), (2), (3) and. (4)” for.“subsections 66(6) and (7), 66.1(4) and 
(5) and 66.2(3) and (4)”; “subsection 66. 7(5)” for.“subsecs, 66.4(3) 
and (4)” in the heading to subsec. (2), and “subsection 66. 7(5) does 
not” for “subsections 66.4(3) and (4) do not”, applicable to taxati on 
years ending after February 17, 1987. 


S. 66.6 added by 1986, c. 55,, 8.316, applicable to taxation’ years end- 
ing after July Nie gel bethe ts 'g 


Definitions [s. 66.6]: “business” 948 (1): Sih ai ye bod 
248(1), Interpretation Act BIL); “person”, “property” — 248(1); 
“taxable income” — 2(2), 248(1); “writing” — Interpretation Act 
35(1). ( 


Interpretation Bulletins: IT-126R2: Meaning of “winding-up”: 


66.7 (1) Successor of Canadian exploration 
and development expenses — Subject to sub- 


sections (6) and (7), where after 1971 a corporation 
(in this. subsection referred to as the ““successor’’) ac- 
quired .a particular Canadian resource. property 
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S. 66.7(2)(a) 


(whether by way. of a purchase, amalgamation, Related Provisions: 66(1) — Exploration and development ex- 


merger, winding-up or otherwise), there may be de- 
ducted by the successor in computing its income for 
a taxation year an amount not exceeding the total of 
all amounts each of which is an amount determined 
in respect of an original owner of the particular prop- 
erty that is the lesser of 


(a) the Canadian exploration and development 
expenses incurred by the original owner before 
the original owner disposed of the particular 
property to the extent that those expenses were 
not otherwise deducted in computing the income 
of the successor for the year, were not deducted 
in computing the income of the successor for a 
preceding taxation year and were not deductible 

‘under subsection 66(1) or deducted under subsec- 
tion 66(2) or (3) by the original owner, or de- 
ducted by any predecessor owner of the particular 
property, in computing income for any taxation 
year, and 


(b) the amount, if any, by which 


(i) the part of the successor’s income for the 
year that may reasonably be regarded as at- 
tributable to 


(A) the amount included in computing its 
income for the year under paragraph 
59(3.2)(c) that may reasonably be regarded 
as attributable to the disposition by it in the 
year or a preceding taxation year of any in- 
terest in or right to the particular property 
to the extent that the proceeds of the dispo- 
sition have not been included in determin- 


ing an amount under clause 
29(25)(d)(G)(A) of the Income Tax Appli- 
cation Rules, this clause, clause 


(3)(b)(i)(A) or paragraph (10)(g) for a pre- 
ceding taxation year, 


(B) its reserve amount for the year in re- 
spect of the original owner and each prede- 
cessor owner, if any, of the particular 
property, or 
(C) production from the 
property, 
computed as if no deduction were allowed 
under section 29 of the Income Tax Applica- 


tion Rules, this section or any of sections 65 to 
66.5, 


exceeds the total of 


particular 


(ii) all other amounts deducted under subsec- 
tion 29(25) of the Income Tax Application 
Rules, this subsection and subsections (3), (4) 
and (5) for the year that can reasonably be re- 
garded as attributable to the part of its income 
for the year described in subparagraph (i) in 
respect of the particular property, and 


(iii) all amounts added because of subsection 
80(13) in computing the amount determined 
under. subparagraph (1). 


penses; 66.6(1) — Application; 66.7(6), (7) — Application rules; 
66.7(10) — Change of control; 66.7(11) — Change of control — 
anti-avoidance rule; 66.7(12) — Reduction of Canadian resource 
expenses; 66.7(14) — Disposal of Canadian resource properties; 
66.7(16) — Non-successor acquisitions; 66.7(17) — Restriction on 
deductions. See additional Related provisions and Definitions at end 
of s. 66.7. 


History: Subpara. 66.7(1)(b)(iii) amended by 1998, c. 19, subsec. 
106(1), applicable to taxation. years that end after February 21, 
1994. The subpara. formerly read: 


(iii) all amounts added because of subsection 80(13) or (17) 
in computing the amount determined under subparagraph (i). 


The portion of para. 66.7(1)(b) after subpara. (1) amended by 1995S, 
c. 21, subsec. 25(1), applicable to taxation years that end after Feb- 
ruary 21, 1994. That portion formerly read: 


exceeds 


(ii) the total of all other amounts deducted under subsec- 
tion 29(25) of the Income Tax Application Rules, this 
subsection and subsections (3), (4) and (5) for the year 

_ that may reasonably be regarded as attributable to the 
part of its income for the year described in subparagraph 
(1) in respect of the particular property. 


Para. 66.7(1)(a) substituted by 1994, c. 7, Sch. If (1991, c. 49), sub- 
sec. 42(1), applicable to taxation years ending after February 17, 
1987. Para, 66.7(1)(a) formerly read: ; 


(a) the Canadian exploration and development expenses in- 
curred by the original owner before that owner disposed of 
the particular property to the extent that those.expenses were 
not deducted by the successor in computing its income for a 
preceding taxation year and were not deductible under sub- 
section 66(1), or deducted under subsection 66(2) or (3), by 
the original owner or deducted by any predecessor owner of 
the particular property in computing income for any taxation 
year, and 


Forms: T2010: Election to deduct resource expenses upon acquisi- 
tion of resource property by a corporation. 


(2) Successor of foreign exploration and 


development expenses — Subject to subsec- 


tions (6) and (8), where after 1971 a corporation (in 
this subsection referred to as the “successor’’) ac- 
quired a. particular foreign resource property 
(whether by way of a purchase, amalgamation, 
merger, winding-up or otherwise), there may be de- 
ducted by the successor in computing its income for 
a taxation year an amount not exceeding the total of 
all amounts each of which is an amount determined 
in respect of an original owner of the particular prop- 
erty that is the lesser of 


(a) the amount, if any, by which 


(i) the foreign exploration and development 
expenses incurred by the original owner 
before the original owner disposed of the par- 
ticular property to the extent that those ex- 
penses were not otherwise deducted in com- 
puting the successor’s income for the year, 
were not deducted in computing the succes- 
sor’s income for a preceding taxation year and 
were not deductible by the original owner, or 
deducted by any predecessor owner of the 
particular property, in computing income for 
any taxation year 
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exceeds 


(ii) the total of all amounts each of which is an 
amount by which the amount described in this 
paragraph is required because of subsection 
80(8) to be reduced at or before the end of the 
year, and 


(b) the amount, if any, by which the total of 


(i) the part of the successor’s income for the 
year that can reasonably be regarded as attrib- 
utable to 


(A) the amount included under subsection 
59(1) in computing its income for the year 
that can reasonably be regarded as attribu- 
table to the disposition by it of any interest 
in or right to the particular property, or 


(B) production from the. particular 


property, 
computed as if no deduction were allowed 
under sections 65 to 66.5 and this section, and 


(11) the lesser. of 


(A) the total of all amounts each of which 
is the amount designated by the successor 
for the year in respect of a Canadian re- 
source property owned by the original 
owner immediately before being acquired 
with the particular property by the succes- 
sor or a predecessor owner of the particu- 
lar property, not exceeding the amount in- 
cluded in the successor’s income for the 
year, computed as if no deduction were al- 
lowed under section 29 of the Income Tax 
Application Rules, this section or any of 
sections 65 to 66.5, that can reasonably be 
regarded as being attributable to the pro- 
duction after 1988 from the Canadian re- 
source property, and 


(B) the amount, if any, by which 10% of 
the amount described in paragraph (a) for 
the year in respect of the original owner 
exceeds the total of all amounts each of 
which would, but for this subparagraph, 
clause (ili)(B) and subparagraph 
(10)(h)(vi), be determined under this para- 
graph for the year in respect of the particu- 
lar property or other foreign resource prop- 
erty owned by the original owner 
immediately before being acquired with 
the particular property by the successor or 
a predecessor owner of the particular 


property 
exceeds the total of 


(iii) all other amounts deducted under this 
subsection for the year that can reasonably be 
regarded as attributable to 


(A) the part of its income for the year de- 
scribed in subparagraph (i) in respect of 
the particular property, or 
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- (B) a part. of its income for the year de- 
scribed in clause (ii)(A) in respect of 
which an amount is designated by the- ‘suc- 

~ cessor under clause (ii)(A), and © 


(iv) all amounts added because of subsection 
80(13) in computing the amount determined 
under subparagraph (i), 


and income in respect of which an amount is desig- 
nated under clause (b)(1i)(A) shall, for the purposes 
of clause 29(25)(d)()(B) of the Income Tax Applica- 
tion Rules, clauses (1)(b)G)(C), (3)(b)G)(C), 
(4)(b)()(B) and (5)(b)G)(B) and subparagraph 
(10)(g)(ii), be deemed not to be attributable to pro- 
duction from a Canadian resource property. 


Related Provisions: 66(4) — Foreign exploration and develop- 
ment expenses; 66.6(1),— Application; 66.7(6), (8)— Application 
rules; 66.7(10) — Change of control; 66.7(11) — Change of con- 
trol — anti-avoidance rule; 66.7(13) — Reduction of foreign re- 
source expenses; 66.7(15) — Disposal of foreign resource proper- 
ties; 66.7(16)—Non-successor acquisitions; ~66.7(17) — 
Restriction on deductions; 80(1)“successor pool” — Debt. forgive- 
ness; 80(8)(a) — Reduction of undeducted balances on debt for- 
giveness. See additional Related provisions and Definitions at end 
of s. 66.7. 


History: Subpara. 66.7(2)(b)(iv) amended by 1998, c. 19, subsec. 
106(2), applicable to taxation years that end after February 21, 
1994. The subpara. formerly read: ‘ 


(iv) all amounts added because of subsection 80(13) or (17) 
in computing the amount determined under subparagraph (1), 


Para. 66.7(2)(a) and the portion of para. 66.7(2)(b) after subpara. (11) 
amended by 1995, c. 21, subsecs. 25(2) and (3), applicable to taxa- 
tion years that end after February 21, 1994. Para. 66.7(2)(a) and that 
portion of para. 66.7(2)(b) formerly read: 


(a) the foreign exploration and development expenses in- 
curred by. the original owner before the original owner dis- 
posed of the particular property to the extent that those ex- 
penses were not otherwise deducted in computing the income 
of the successor for the year, were not deducted in computing 
the income of the successor for a preceding taxation year and 
were not deductible by the original owner, or deducted by any 
predecessor owner of the particular property, in computing 
income for any taxation year, and 


exceeds 


(11) the total of all other amounts deducted under this 
subsection for the year that can reasonably be regarded as 
: attributable to 


(A) the part of its income for the year described in 
subparagraph (i) in respect of the particular property, 
or 


(B) a part of its income for the year described in 
clause (1i)(A) in respect of which an amount is desig- 
nated by the successor under clause (ii)(A), 


Cl. 66.7(2)(b)(ii)(B) substituted by 1994, c. 21, subsec. 31(1), appli- 
cable to taxation years ending after February 17, 1987. That cl. for- 
merly read: 


(B) the amount, if any, by which 10% of the amount de- 
scribed in paragraph (a) for the year in respect of the original 
owner exceeds the total of all amounts each of which would, 
but for this subparagraph, clause (11i)(B) and, subparagraph 
(10)(h)(iv), be determined under this paragraph for the year in 
respect of the particular property or other foreign resource 
property owned by the original owner immediately before be- 
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ing acquired with the particular property by the successor or a 
predecessor owner of the particular property 


Paras. 66.7(2)(a), (b) substituted by 1994, c. 7, Sch: II (1991, c. 49), 
subsec. 42(2), applicable: to taxation years ending after February 17, 
1987, except that, where subsec..66.7(2) applies to the successor re- 
ferred to therein by reason of the application of subsec. 66.7(10), cl. 
(b)(1)(A) shall be read without reference to the expression “after 
1988”. Paras. 66.7(2)(a), (b) formerly read: 


(a) the foreign exploration and development expenses in- 
cutred by the original owner before that owner disposed of 

- the particular property'to the extent that those expenses were 
not deducted by the successor in computing its: income for a 
preceding taxation year and were not deductible by the origi- 
nal owner or deducted by any predecessor.owner of the par- 
ticular property in computing income for any taxation year, 
and 


(b) the amount, if any, by which 


(i) the part of the successor’s income for the year that 
may reasonably be regarded as attributable to 


(A) the amount included in computing its income for 
the year under subsection 59(1) that may reasonably 
be regarded as attributable to the disposition by it of 
any interest in or right to the particular property, or 


(B) production from the particular property, 


computed as if no deduction were allowed under this sec- 
tion or any of sections 65 to 66.5, 


exceeds 


(ii) the total of all other amounts deducted under this sub- 
section for the year that may reasonably be regarded as 
attributable to the part of its income for the year de- 
scribed in subparagraph (1) in respect of the particular 


property. 
Forms: T2010: Election to deduct resource expenses upon acquisi- 
tion of resource property by a corporation. 


(3) Successor of Canadian exploration ex- 
pense — Subject to subsections (6) and (7), where 
after May 6, 1974 a corporation (in this subsection 
referred to as the “successor’’) acquired a particular 
Canadian resource property (whether by way of a 
purchase, amalgamation, merger, winding-up or oth- 
erwise), there may be deducted by the successor in 
computing its income for a taxation year an amount 
not exceeding the total of all amounts each of which 
is an amount determined in respect of an original 
owner of the particular property that is the lesser of 


(a) the amount, if any, by which 
(i) the total of | 


(A) the cumulative Canadian exploration 
expense of the original owner determined 
immediately after the disposition of the 
particular property by the original owner, 
and 


(B) all amounts required to be added under 
paragraph (9)(f) to the cumulative Cana- 
dian exploration expense of the original 
owner in respect of a predecessor owner of 
the particular property, or the successor, as 
the case may be, at any time after the dis- 
position of the particular property by the 
original owner and before the end of the 
year, 
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to the extent that an amount in respect of that 
total was not 


(C) deducted or required to be deducted 
under subsection 66.1(2) or (3) by the orig- 
inal owner or deducted by any predecessor 
owner of the particular property in com- 
puting income for any taxation year, 


(D) otherwise deducted. in computing the 
successor’s income for the year, 


(E) deducted in computing the successor’s 
income for a preceding taxation year, or 


(F) designated by the original owner pur- 
suant to subsection 66(14.1) for any taxa- 
tion year, 

exceeds 


(11) the total of all amounts each of which is an 

amount by which the amount described in this 

paragraph is required because of subsection 

80(8) to be reduced at or before the end of the 
~ year, and ; 


(b) the amount, if any, by which 


(i) the part of the successor’s income for the 
year that may reasonably be regarded as at- 
tributable to | 


(A) the amount included in computing its 
income for the year under paragraph 
59(3.2)(c) that may reasonably be regarded 
as being attributable to the disposition by it 
in the year or a preceding taxation year of 
any interest in or right to the particular 
property to the extent that the proceeds 
have not been included in determining an 
amount under clause 29(25)(d)(i)(A) of the 
Income Tax Application Rules, this clause, 
clause (1)(b)(i)(A) or paragraph (10)(g) for 
a preceding taxation year, 


(B). its reserve amount for the year in re- 
spect of the original owner and each prede- 
cessor owner, if any, of the particular 
property, or 
(C) production from the particular 
property, 
computed as if no deduction were allowed 
under section 29 of the Income Tax Applica- 


tion Rules, this section or any of sections 65 to 
66.5, ; 


exceeds the total of 


(ii) all other amounts deducted under subsec- 
tion 29(25) of the Income Tax Application 
Rules, this subsection and subsections (1), (4) 
and (5) for the year that can reasonably be re- 
garded as attributable to the part of its income 
for the year described in subparagraph (i) in 
respect of the particular property, and 

(iii) all amounts added because of subsection 
80(13) in computing the amount determined 
under subparagraph (1). 


S. 66.7(3) 


Related Provisions: 66.6(1) — Application; 66.7(6), (7), (9) — 
Application rules; 66.7(10), (11) — Change of control; 66,7(12) — 
Reduction of Canadian resource expenses; 66.7(14) — Disposal of 
Canadian resource. properties; 66.7(16) — Non-successor acquisi- 
tions; 66.7(17) — Restriction on: deductions; 80(1)“successor 
pool” — Debt forgiveness; 80(8)(a).— Reduction of undeducted 
balances on debt forgiveness. See additional Related provisions and 
Definitions at end of s. 66.7. 


History: Subpara. 66.7(3)(b)(iii) amended by 1998, c. 19, subsec. 
106(3), applicable to taxation years that’ end after February 21, 
1994. The subpara. formerly read: 


(iii) all amounts added because of subsection 80(13) or (17) 
in computing the amount determined under subparagraph (1). 


Para. 66.7(3)(a) and the portion of para. 66.7(3)(b) after subpara. (i) 
amended by 1995, c. 21, subsecs. 25(4) and (5), applicable to taxa- 
tion years that end after February 21, 1994. Para. 66. 7(3)(a) and that 
portion of para. 66.7(3)(b) formerly read: 


(a) the total of 


(i) the cumulative Canadian exploration expense of the 
original owner determined immediately after the disposi- 
tion of the particular property by the original owner, and 


(ii) all amounts required to be added under paragraph 
(9)(f) to the cumulative Canadian exploration expense of 
the original owner in respect of a predecessor owner of 
the particular property, or the successor, as the case may 
be, at any time.after the disposition of the particular prop- 
erty by the original owner and before the end of the year, 


to the extent that an amount in respect of that total was not 
(111) deducted or required to be deducted under subsection 
66.1(2) or (3) by the original owner or deducted by any 
predecessor owner of the particular property in comput- 
ing income for any taxation year, 
(iii.1) otherwise deducted in computing the income of the 
successor for the year, 
(iv) deducted by the successor in computing income for a 
preceding taxation year, or 


(v) designated by the original owner pursuant to subsec- 
tion 66(14.1) for any taxation year, and 


exceeds 


(ii) the total of all other amounts deducted under subsec- 
tion 29(25) of the: Income Tax Application Rules, this 
subsection and subsections (1), (4) and (5) for the year 
that may reasonably, be regarded as attributable to the 
part of its income for the year described in subparagraph 
(i) in respect of the particular property. 
Subpara. 66.7(3)(a)(iii) amended by 1994, c. 8, subsec. 8(1), appli- 
cable to taxation years ending after December 2, 1992. Subpara. (iii) 
formerly read: 
(iii). deductible under. subsection 66.1(2) or deducted: under 
subsection. 66.1(3) by the original owner or. deducted by any 
predecessor owner of the particular property in computing in- 
come for any taxation year, 
Subpara. 66.7(3)(a)(iii.1) added by 1994, c. 7, Sch. II (1991, c. 49), 
subsec: 42(3), applicable to taxation years ending after February 17, 
1987. 


Forms: T2010: Election.to deduct resource expenses upon acquisi- 
tion of resource property by a corporation. 


(4) Successor of Canadian development ex- 
pense — Subject to subsections (6) and (7), where 
after May 6, 1974 a corporation (in this subsection 
referred to as the “successor’’) acquired a particular 
Canadian resource property (whether by way of a 
purchase, amalgamation, merger, winding-up or oth- 
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erwise), there may be deducted by the successor in 
computing its income for a taxation year an amount 
not exceeding the total of all,amounts each of which: 
is an amount determined in respect of an original 
owner of the particular property that is the lesser of 


(a) 30% of the amount, if any, by which | 
(i) the amount, if any, by which 


(A) the cumulative Canadian development 
expense of the original.owner determined 
immediately after the disposition of the 
particular property by the original owner to 
the extent that it has not been 


(I) deducted by the original « owner or 
any predecessor owner of the particular 
property in computing income for any 
taxation year, 


(1.1) otherwise deducted: in Henaipetitig 
the income of the successor for the 
year, 


(IL) deducted by the successor in com- 
puting its income for any: preceding 
taxation year, or 


(IIT) designated by the original owner 
pursuant to subsection 66(14.2) for any - 
taxation year, 


exceeds 


(B) any amount required to be. deducted 
under paragraph (9)(e) from the cumula- 
tive Canadian development expense of the 
original owner in respect of a predecessor 
owner of the particular property or the suc- 
cessor, as the case may be, at any time af- 

‘ter the disposition of the particular prop- 
erty by the original owner and before the 
end of the year, 


exceeds the total of 


(ii) all amounts. each of which is an amount, 
(other than any portion thereof that can. rea- 
. sonably be considered to result ina reduction 

of the amount otherwise determined under this 
paragraph in respect of another original owner 
of a relevant mining property who is not a 
predecessor owner of a relevant mining prop- 
erty.or who became a predecessor owner of a 
relevant mining property before. the original 
owner became.a predecessor owner, of a rele- 
vant mining property) that became receivable 
by a predecessor owner of the particular prop- 
erty or the successor in the year or a.preceding 
taxation year and that 


(A) was included by the predeaeinel owner 
oor the successor in computing an amount 
determined under paragraph (a) of the 
description of F in the definition “cumula- 
tive Canadian development expense” in 
subsection 66.2(5) at the end: of the year, 
and 
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(B) can reasonably be regarded as attribu-: 


table to the disposition of a property (in 
this subparagraph referred to asa “relevant 
mining property”) that is the particular 
property or another: Canadian resource 
property that was acquired from the origi- 
nal owner with the particular property by 
the successor or a predecessor owner of 
the particular property, 7 


(iii) all amounts each of which is an amount 
(other than any portion thereof that can rea- 
sonably be considered to result in a reduction 
of the amount otherwise determined under 
paragraph (5)(a) in respect of the original 
owner or under this. paragraph or paragraph 
(5)(a) in respect of another original owner of a 
relevant oil and gas property who is not a 
predecessor owner of a relevant oil and gas 
_ property or who became a predecessor owner 
of a relevant oil and gas property before the 
original owner became a predecessor owner of 
a relevant oil and gas property) that became 
receivable by a predecessor owner of the par- 
ticular property or the successor after 1992 
and in the year or a preceding taxation year 
and that 


(A) is designated in respect of the original 
owner by the predecessor owner or the 
successor, as the case may be, in pre- 
scribed form filed with the Minister within 
6 months after the end of the taxation year 
in which the amount became receivable, 


(B) was included by the predecessor owner 
or the successor. in computing an amount 
determined under paragraph (a) of the 
description of F in the definition “cumula- 
tive Canadian oil and gas property ex- 
pense” in subsection 66.4(5) at the end of 
the year, and . 


(C) can reasonably be regarded as attribu- 
table to the disposition of a property (in 
this subparagraph referred to as a “relevant 
oil and gas property”) that is the particular 
property or another Canadian resource 
property that was acquired from the origi- 
nal owner with the particular property by 
the successor or a predecessor owner of 
the particular property, and 


(iv) all amounts each of which is an amount 
by which the amount described in this para- 
graph is required because of subsection 80(8) 
to be reduced at or before the end of the year, 
and 


S. 66.7(4) 


(b) the amount, if any, by which 


(i) the part of the successor’s income for the 
year that can reasonably, be regarded as attrib- 
utable to 


(A) its reserve amount for the year in re- 
spect of the original owner and each prede- 
cessor owner of the particular property, or 


(B) production from the particular 

property, , 
computed as if no deduction were allowed 
under section 29 of the Income Tax Applica- 
tion Rules, this section or any of sections 65 to 
66.5, except that, where the successor ac- 
quired the particular property from the origi- 
nal owner at any time in the year (otherwise 
than by way of an amalgamation or merger or 
solely because of the application of paragraph 
(10)(c)) and did not deal with the original 
owner at arm’s length at that time, the amount 
determined ‘under this subparagraph shall be 
deemed to be nil, 


exceeds the total of. 


(11) all other amounts deducted under subsec- 
tion 29(25) of the Income Tax Application 
Rules, this subsection and subsections (1), (3) 
and (5) for the year that can reasonably be re- 
garded as attributable to the part of its income 
for the year described in subparagraph (i) in 
respect of the particular property, and 


(iii) all amounts added because of subsection 

80(13) in computing the amount determined 

under subparagraph (i). 
Related Provisions: 66(13.1) — Short taxation year; 66.6(1) — 
Application; 66.7(6), (7), (9) — Application rules; 66.7(10) — 
Change of control; 66.7(11) — Change of control — anti-avoidance 
rule; 66.7(12) — Reduction: of Canadian resource expenses; 
66.7(12.1) — Canadian resource properties — Specified amount; 
66.7(14) — Disposal of Canadian resource properties; 66.7(16) — 
Non-successor acquisitions; 66.7(17) — Restriction on deductions; 
80(1)“successor pool” — Debt. forgiveness; 80(8)(a) — Reduction 
of undeducted balances on debt forgiveness. See additional Related 
provisions and Definitions at end of s, 66.7. 


History: Subpara. 66.7(4)(b)Gii) amended by 1998, c. 19; subsec. 


106(4), applicable to taxation years that end after February 21, 
1994. The subpara. formerly read: 


(iii) all amounts added because of subsection 80(13) or (17) 
in computing the amount determined under subparagraph (i). 


Subpara. 66.7(4)(a)(iv) added and the portion of para. 66.7(4)(b) af- 
ter subpara. (1) amended by 1995, c. 21, subsecs. 25(6) and (7), ap- 
plicable to taxation years that end after February 21, 1994. That por- 
tion of para. 66.7(4)(b) after subpara. (i) formerly read: 


exceeds 


(ii) the total of all other amounts deducted under subsec- 
tion 29(25) of the Income Tax Application Rules, this 
subsection and subsections (1), (3) and (5) for the year 
that may reasonably be regarded as attributable to the 
part of its income for the year described in subparagraph 
. (i) in respect of the particular property. 
All that portion of para. 66.7(4)(a) following subpara. (i) substituted 
by 1994, c. 21, subsec. 31(2), applicable to taxation years ending 
after February 17, 1987 except that, where a taxpayer files a form 
referred to in cl. 66.7(4)(a)(iii)(A) with the Minister of National 


499 


S. 66.7(4) 


Revenue before the end of the sixth month beginning after the end 
of the taxpayer’s taxation year that includes June 15, 1994, the tax- 
payer shall be deemed to have filed the form in a timely manner. 
That portion of the para. formerly read: 


exceeds 


(ii) the total of all amounts each of which is an amount 
that became receivable by a predecessor owner of the 
particular property or the successor in the year or a pre- 
ceding taxation year and that 


(A) was included by the predecessor owner or the 
successor in the amount determined under paragraph 
(a) of the description of F in the definition “cumula- 
tive Canadian development expense” in subsection 
66.2(5) at the end of the year, and 


(B) may reasonably be regarded as attributable to the 
disposition of the particular property by the prede- 
cessor Owner or the. successor, and 


Subcl. 66:7(4)(a)(i)(A)C.1) added by 1994, c. 7, Sch. IL (1991, c. 
49), subsec. 42(4), applicable to taxation years ending after Febru- 
ary 17, 1987. 


Subpara. 66.7(4)(b)() substituted by 1994, c. 7, Sch. If (1991, c. 
49), subsec. 42(5), applicable to dispositions occurring in taxation 
years beginning after December 16, 1991 and with respect to a dis- 
position of a property made by a taxpayer in a taxation year ending 
after February 17, 1987 and beginning before December 17, 1991, 
where 


(a). the taxpayer, and 


(b) each corporation that, before the end of the taxpayer’s taxa- 
tion year that includes December 17, 1991, acquired the prop- 
erty or any other property that was disposed of by the taxpayer 
in a taxation year ending after February 17, 1987 as part of a 
transaction or an event as a consequence of which that corpora- 
tion was or, but for those subsecs., would be entitled to deduct 
an amount under 66.7(3), (4) or (5) in respect of.an expense 
incurred by the taxpayer, 


so elected by notice in writing filed with Revenue Canada on or 
before the day that was 180 days after the end of the taxpayer’s 
taxation year that included December 17, 1991; and, 


(c) notwithstanding 152(4) to (5), such assessments of tax, in- 
terest and penalties shall be made as are necessary to give effect 
to the election, and 

(d) where the taxpayer so elected in respect of a disposition, a 
designation under 66.7(12.1)(a)(@/)(B), (b)G)(B) or (c)G)(B) in 
respect of the disposition shall be deemed to have been filed as 
required if it was filed with Revenue Canada on or before the 
day that was 180 days after the end of the taxpayer’s taxation 
year that included December 17, 1991. 


Subpara. 66.7(4)(b)(i) formerly read: 


(i) the part of the successor’s income for the year that may 
reasonably be regarded as attributable to 


(A) its reserve amount for the year in respect of the origi- 
nal owner and each predecessor owner of the particular 
property, or 
(B) production from the particular property, 

computed as if no deduction were allowed under section 29 


of the Income Tax Application Rules, this section or any of 
sections 65 to 66.5, 


Forms: T2010: Election to deduct resource expenses upon acquisi- 
tion of resource property by a corporation. 


(5) Successor of Canadian oil and gas 
property expense — Subject to subsections (6) 
and (7), where after December 11, 1979 a corpora- 
tion (in this subsection referred to as the “succes- 
sor’) acquired a particular Canadian resource prop- 
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erty (whether by way of a purchase, amalgamation, 
merger, winding-up or otherwise), there may be de- 
ducted by the successor in computing its income for 
a taxation year an amount not exceeding the total of 
all amounts each of which is. an amount determined 
in respect of an original owner of the particular prop- 
erty that is the lesser of 


(a) 10% of the amount, if any, by which 


(i) the cumulative Canadian oil and gas prop- 
erty expense of the original owner determined 
immediately after the disposition of the partic- 
ular property by the original owner to the ex- 
tent it has not been 


(A) deducted by the original owner or any 
predecessor owner of the particular prop- 
erty in computing income for any taxation 
year, | 


(A.1) otherwise deducted in computing the 
income of the successor for the year, or 


(B) deducted by the successor in comput- 
ing its income for any preceding taxation 
year 


exceeds the total of 


(ii) the total of all amounts each of which is an 
amount (other than any portion thereof that 
can reasonably be considered to result in a re- 
duction of the amount otherwise determined 
under this paragraph or paragraph (4)(a) in re- 
spect of another original owner of a relevant 
oil and gas property who is not a predecessor 
owner of a relevant oil and gas property or 
who became a predecessor owner of a rele- 
vant oil and gas property before the original 
owner became a predecessor owner of a rele- 
vant oil and gas property) that became receiv- 
able by a predecessor owner of the particular 
property or the successor in the year or a pre- 
ceding taxation year and that 


(A) was included by the predecessor owner 
or the successor in computing an amount 
determined under paragraph (a) of the 
description of F in the definition “cumula- 
tive Canadian oil and gas property ex- 
pense” in subsection 66.4(5) at. the end of 
the year, and 


(B) can reasonably be regarded as attribu- 
table to the disposition of a property (in 
this subparagraph referred to as a “‘relevant 
oil and gas property’’) that is the particular 
property or another Canadian resource 
property that was acquired from the origi- 
nal owner with the particular property by 
the successor or a predecessor owner of 
the particular property, and 


(iii) the total of all amounts each of which is 
an amount by which the amount described in 
this paragraph is required because of subsec- 
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tion 80(8) to be reduced at or before the end 
-of the year, and 


(b) the amount, if any, by which . 


(i) the part of the successor’s income for the 
year that can reasonably be regarded as attrib- 
utable to 


(A) its reserve amount for the year in re- 
spect of the original owner and each prede- 
cessor owner of the particular property, or 


(B) production from the particular 
property, 

computed as if no deduction were allowed 
under section 29 of the Income Tax Applica- 
tion Rules, this section or any of sections 65 to 
66.5, except that, where the successor ac- 
quired the particular property from. the origi- 
nal owner at any time in the. year (otherwise 
than by way of an amalgamation or merger or 
solely because of the application of paragraph 
(10)(c)) and did not deal with the. original 
owner at arm’s length at that time, the amount 
determined under this subparagraph shall be 
deemed to be nil, 


exceeds the total of 


(11) all other amounts deducted under subsec- 
tion 29(25) of the Income Tax Application 
Rules, this subsection and subsections (1), (3) 
and (4) for the year that can reasonably be re- 
garded as attributable to the part of its income 
for the year described in subparagraph (i) in 
respect of the particular property, and 


(iii) all amounts added because of. subsection 
80(13) in computing the amount determined 
under subparagraph (i). 


Related Provisions: 66(13.1) — Short taxation year; 66.6(2) — 
Application; 66.7(6), (7) — Application rules; 66.7(10) — Change 
of control; 66.7(11) — Change of control — anti-avoidance. rule; 
66.7(12) — 
Disposal of Canadian resource properties; 66.7(16) — Non-succes- 
sor acquisitions; 66.7(17) — Restriction on deductions; 80(1)‘‘suc- 
cessor pool” — Debt forgiveness; 80(8)(a)— Reduction of un- 
deducted balances on debt forgiveness..See additional, Related 
provisions and Definitions at end of s. 66.7. 


History: Subpara. 66.7(5)(b)(ii1) amended by 1998, c. 19, eee 
106(5), applicable to taxation years that end after February 21, 
1994. The subpara. formerly read: 


(iii) all amounts added because of subsection 80(13) or (17) 
in computing the amount determined under subparagraph (i). 


The portion of para. 66.7(5)(a) between subparas. (i) and. (ii) 
amended to add the words “the total of’ and subpara. 66.7(5)(a)(iii) 


added by 1995, c. 21, subsecs. 25(8) and (9), applicable to taxation 


years that end after February 21, 1994. 


The portion of para. 66.7(5)(b) after subpara. (i) amended by 1995, 
c. 21, subsec. 25(10), applicable to taxation years that end after Feb- 
ruary 21, 1994. That portion formerly read: 


exceeds 


(ii) the total of all other amounts deducted under subsec- 
tion 29(25) of the Income Tax Application Rules, this 
subsection and subsections (1), (3) and (4) for the year 
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that’ may reasonably be regarded as attributable to. the 
part of its income for the year described in subparagraph 
(i) in respect of the particular property. 


Subpara. 66.7(5)(a)(i) substituted by 1994, c. 21, subsec. 31(3), ap- 
plicable to taxation years ending atter February 17, 1987. That sub- 
para, formerly read: 


(ai) the total of all amounts each of which is an amount.that 
became receivable by a predecessor owner of the particular 
property or the successor in the year or a preceding taxation 
year and that 


(A) was included by the predecessor owner or the succes- 

sor in the amount determined under paragraph (a) of the 
- description of F in the definition “cumulative: Canadian 

oil and gas property expense” in subsection 66.4(5) at the 
>. end of the year, and 


(B) may reasonably be regarded as attributable to the dis- 
position of the particular property by the predecessor 
owner or the successor,.and 


Cl. 66.7(5)(a)(i(A.1) added by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 42(6), applicable to taxation years ending after February. 17, 
1987. 


Subpara.. 66.7(5)(b)(i) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 42(7), applicable to dispositions occurring in taxation 


. years beginning after December 16, 1991 and with respect to a dis- 


position of a property made by a taxpayer in a taxation year ending 
after February 17, 1987 and beginning before December 17, 1991, 
where 


(a) the taxpayer, and 


(b) each corporation that, before the end of the taxpayer’s taxa- 
tion year that includes December 17, 1991, acquired the prop- 
erty or any other property. that was disposed of by the taxpayer 
in a taxation year ending after February 17, 1987 as part of a 
transaction or an event as a consequence of which that corpora- 
tion was or, but for those subsecs., would be entitled to deduct 
an amount under subsec. 66.7(3), (4) or (5) in respect of an ex- 
pense incurred by the taxpayer, 


so elected by notice in writing filed with the Minister of National 
Revenue on or before the day that was 180 days after the end of the 
taxpayer’s taxation year that included December 17, 1991; and, 


(c) notwithstanding subsecs. 152(4) to (5), such assessments of 
tax, interest and penalties shall be made as are necessary to give 
effect to the election, and 


(d) where the taxpayer so elected in respect of a disposition, a 

designation under cl. 66.7(12.1)(a)(i)(B), (b)(i)(B) or (c)(i)(B) 

in respect of the disposition shall be deemed to have been filed 

as required if it was filed with the Minister of National Revenue 

on or before the day that was 180 days after the end of the tax- 
- payer’s taxation year that included December 17, 1991. 


Subpara. 66.7(5)(b)(i) formerly read; 


(i) the part of the successor’s income for the year that may 
reasonably be regarded as attributable to 


(A) its reserve amount for the year in respect of the origi- 
nal owner and each predecessor owner of the particular 
property, or 


(B) production from the particular property, 


computed as if no deduction were allowed under section 29 
of the Income Tax Application Rules, this section or any of 
sections 65 to 66.5, 


Forms: T2010: Election to deduct resource expenses upon acquisi- 
tion of resource property by a corporation. 


(6) Where subsec. 29(25) of ITAR and 
subsecs. (1) to (5) do not apply — Subsection 
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29(25) of the Income Tax Application Rules and sub- 
sections (1) to (5) do not apply 


(a) in respect of a Canadian resource property or 
a foreign resource property acquired by way of an 
amalgamation to which subsection 87(1.2) ap- 
plies or a winding-up to which subsection 88(1.5) 
applies; or 

(b) to permit, in respect of the acquisition by a 
corporation before February 18, 1987 of a Cana- 
dian resource property or a foreign resource prop- 
erty, a deduction by the corporation of an amount 
that the corporation would not have been entitled 
to deduct under section 29 of the Income Tax Ap- 
plication Rules or section 66, 66.1, 66.2 or 66.4 if 
those sections, as they read in their application to 
taxation years ending before February 18, 1987, 
applied to taxation years ending after February 
17, 1987. 


Related Provisions: See Related provisions and Definitions at 
end of s. 66.7. 


(7) Application of subsec. 29(25) of ITAR and 
subsecs. (1), (3), (4) and (5) — Subsection 
29(25) of the Income Tax Application Rules and sub- 
sections (1), (3), (4) and (5) apply only to a corpora- 
tion that has acquired a particular Canadian resource 
property 
(a) where it acquired the particular property in a 
taxation year commencing before 1985 and, at 
the time it acquired the particular property, the 
corporation acquired all or substantially all of the 
property used by the person from whom it ac- 
quired the particular property in carrying on in 
Canada such of the businesses described in 
paragraphs (a) to (g) of the definition “principal- 
business corporation” in subsection 66(15) as 
were carried on by the person; 


(b) where it acquired the particular property in a 
taxation year commencing after 1984 and, at the 
time it acquired the particular property, the cor- 
poration acquired all or substantially all of the 
Canadian resource properties of the person from 
whom it acquired the particular property; 


(c) where it acquired the particular property after 
June 5, 1987 by way of an amalgamation or 
winding-up and it has filed an election in pre- 
scribed form with the Minister on or before the 
day on or before which the corporation is re- 
quired to file a return of income pursuant to sec- 
tion 150 for its taxation year in which it acquired 
the particular property; 

(d) where it acquired the particular property after 
November 16, 1978 and in a taxation year ending 
before February 18, 1987 by any means other 
than by way of an amalgamation or winding-up 
and it and the person from whom it acquired the 
particular property, have filed with the Minister a 
joint election under and in accordance with any 
of subsection 29(25) of the Income Tax Applica- 
tion Rules, subsection 29(29) of the Income. Tax 


Income Tax Act, Part I, Div. B 


Application Rules, 1971, Part UL of chapter 63 of 
the Statutes of Canada, 1970-71-72, and subsec- 
tions 66(6) and (7), 66.1(4) and (5), 66.2(3) and 
(4) and 66.4(3) and (4) of the Income Tax Act, 
chapter 148 of the Revised Statutes of Canada, 
1952, as all of those subsections read in their ap- 
plication to that year; and 


(e) where it acquired the particular property in a 
taxation year ending after February 17, 1987 by 
any means other than by way of an amalgamation 
or winding-up and it and the person from whom 
it acquired the particular property have filed a 
joint election in prescribed form with the Minis- 
ter on or before the earlier of the days on or 
before which either of them is required to file a 
return of income pursuant to section 150 for its or 
the person’s taxation year in which the. corpora- 
tion acquired the particular property. 

Related Provisions: 220(3.2), Reg. 600(c) — Late filing of elec- 

tion or révocation under 66.7(7)(c), (d) or (e). See additional Re- 

lated provisions and Definitions at end of s. 66.7. 


1.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”; meaning of “/ncome 
Tax Application Rules, 1971, Part II of chapter 63 of the Statutes of 
Canada, 1970-71-72”). 

Information Circulars: 92-1: Guidelines for accepting late, 
amended or revoked elections. 


Forms: T2010: Election.to deduct resource expenses upon acquisi- 
tion of resource property by a corporation. 


(8) Application of subsec. (2) — Subsection (2) 

applies only to a corporation that has acquired a par- 

ticular foreign resource property — 
(a) where it acquired the particular property in a 
taxation year commencing before 1985 and, at 
the time it acquired the particular property, the 
corporation acquired all or substantially all of the 
property used by the person from whom it ac- 
quired the particular property in carrying’ on 
outside Canada such of the businesses described 
in paragraphs (a) to (g) of the definition “princi- 
pal-business corporation” in subsection 66(15) as 
were carried on by that person; 
(b) where it acquired the particular property ina 
taxation year commencing after 1984 and, at the 
time it acquired the particular property, the cor- 
poration acquired all or substantially all of the 
foreign resource properties of the person from 
whom it acquired the particular property; 


(c) where it acquired the particular property after 
June 5, 1987 by way of an amalgamation or 
winding-up and it has filed an election in pre- 
scribed form with the Minister on or before the 
day on or before which the corporation is re- 
quired to file a return of income pursuant to sec- 
tion 150 for its taxation year in which it acquired 
the particular property; 


(d) where it acquired the particular property after 
November 16, 1978 and in a taxation year ending 
before February 18, 1987 by any means other 
than by way of an amalgamation or winding-up 


502 


Subdiv. e — Deductions in Computing Income 


and it and the person-from whom it acquired the 
particular property, have filed with the Minister a 
joint election under and in accordance with sub- 
section 66(6) or (7) (as. modified by subsections 
66(8) and (9), respectively) of the Income Tax 
Act, chapter 148 of the Revised Statutes of Can- 
ada, 1952, as those subsections read in their ap- 
plication to that year; and 


_(e€) where it acquired the particular property in a 
taxation year ending after February 17, 1987 by 
any means other than by way of an amalgamation 
or winding-up and it and the person from whom 
it acquired the. particular property have filed a 

_ joint election in prescribed form with the Minis- 
ter on or before the earlier of the days on or 
before which either of them is required to file a 
return of income pursuant to section 150 for its or 
the person’s taxation year in which the corpora- 
tion acquired the particular property. 

Related Provisions: 220(3.2), Reg. 600(c), — Late filing of elec- 


tion..or revocation, under 66.7(8)(c), (d) or (e)...See additional. Re- 
lated provisions and Definitions at end of s. 66.7. 


1.T. Application Rules: 69 (meaning of “Income Tax Act; chapter 
148 of the Revised Statutes of Canada, 1952”). 


Information Circulars: 92-1: 
amended or revoked elections. 


Guidelines: for accepting ‘late, 


Forms: T2010: Election to deduct resource expenses upon acquisi- 
tion of resource property by a corporation. 


(9) Canadian development expense 
becoming Canadian exploration expense — 
Where 


_,.(a)a corporation neared a 2 ae cliany resource 
property, 
(b) subsection (4) applies in tapi of the acqui- 
sition, and 


(c) the cumulative Canadian development ex- 
pense of an original owner of the property deter- 
mined under clause (4)(a)(i)(A) in respect of the 
corporation includes a Canadian-development ex- 
pense incurred by the original owner in respect of 
an oil or gas well that would, but for this subsec- 
tion, be deemed by subsection 66,1(9) to be a Ca- 
nadian exploration expense incurred in, respect of 
the well by the original owner at any particular 
time after the acquisition by the corporation and 
before it disposed of the property, 


the following rules apply: 


(d) subsection 66.1(9) does not apply in respect 
of the Canadian development expense incurred in 
respect of the well by the original owner, 


(e) an amount equal to the lesser of 


(i) the amount that: would be deemed by sub- 
section 66.1(9) to be a Canadian exploration 
expense incurred in respect of the well by the 
original owner at the particular time if that 

~subsection applied in respect of ‘the Rt 
and 
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(i1) the cumulative Canadian development ex- 
pense of the original owner as: determined 
under clause (4)(a)(i)(A) in respect of the cor- 
poration immediately before the particular 
time 
shall be deducted at the particular time from the 
cumulative Canadian development expense of the 
original owner in respect of the corporation for 
the purposes of subparagraph (4)(a)(1), and 


(f) the amount required by paragraph (e) to be de- 
ducted shall be added at.the particular time to the 
cumulative Canadian exploration expense of the 
original owner in respect of the corporation for 
the purpose of paragraph (3)(a). 
Related Provisions: See Related provisions and Definitions at 
end of's. 66.7. 


History: Para. 66.7(9)(f) amended by 1995, c. 21, subsec. 25(11), 
applicable to taxation years that is after February 21, 1994. The 
para. formerly read: 


(f) the amount required to be deducted by paragraph (e) shall 
be added at the particular time to the cumulative Canadian 

exploration expense of the original owner in respect of the 

corporation for the purposes of subparagraph (3)(a)(ii). 


(10) Change of control — Where at any time af- 
ter November 12, 1981 


(a) control of a corporation has been acquired by 
a person or group of persons, or 


(b) a corporation ceased on or before April 26, 
1995 to be exempt from tax under this-Part on its 
taxable income, | 


for the purposes of the provisions of the Income Tax 
Application Rules and this Act (other than subsec- 
tions 66(12.6), (12.601), (12.602), (12.62) [(12.64) 


before 1999 — ed.] and (12.71)) relating to deduc- 


tions in respect of drilling and exploration expenses, 
prospecting, exploration and development expenses, 
Canadian exploration and development expenses, 
foreign exploration and’ development expenses, Ca- 
nadian exploration expenses, Canadian development 
expenses and Canadian oil and gas property ex- 
penses (Gin this subsection referred to as “resource ex- 
penses”) incurred by the corporation before that 
time, the following rules apply: 


(c) the corporation shall be deemed after that time 
to be a successor (within the meaning assigned by 
subsection 29(25) of the Income Tax Application 
Rules or any of subsections (1) to (5)) that had, at 
that time, acquired all the properties owned by 
the corporation immediately before that time 
from an original owner thereof, 


(c.1) where the corporation did not own a foreign 
resource property immediately before that time, 
the corporation is deemed to have owned a for- 
eign resource property immediately before that 
time, 


(d) a joint election shall be deemed to have been 
filed in accordance with subsections (7) and (8) 
in respect of the acquisition, 
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(e) the resource expenses incurred by the corpo- 
ration before that time shall be deemed to have 
been incurred by an original owner of the proper: 
ties and not by the corporation, 


(f) [Repealed] 


(g) where the corporation (in this paragraph re- 
ferred to as the “transferee”’) was, immediately 
before and at that time, 


(i) a parent corporation (within the meaning 
assigned by subsection 87(1.4)), or 


(ii) a subsidiary wholly- owned corporation 
(within the meaning assigned by subsection 
87(1.4)) 


of a particular corporation (in this paragraph re- 
ferred to as the “transferor’’), if both corporations 
agree to have this paragraph apply to them in re- 
spect of a taxation year of the transferor ending 
after that time and notify the Minister in writing 
of the agreement in the return of income under 
this Part of the transferor for that year, the trans- 
feror may, if throughout that year the transferee 
was such a parent corporation or subsidiary 
wholly-owned corporation of the transferor, des- 
ignate in favour of the transferee, in respect of 
that year, for the purpose of making a deduction 
under subsection 29(25) of the Income Tax Appli- 
cation Rules.or this section in respect of resource 
expenses incurred by the transferee before that 
time and when it was such a parent corporation or 
subsidiary wholly-owned corporation of. the 
transferor, an amount not exceeding such portion 
of the amount that would be its income for the 
year, if no deductions were allowed under any of 
section 29 of the Income Tax Application Rules, 


this section arid sections 65 to 66.5, that may rea- | 


sonably be regarded as being attributable to 


(iii) the production from Canadian resource 
properties owned by the transferor immedi- 
ately before that time, and 


(iv) the disposition in the year of any. Cana- 
dian resource properties owned by the trans- 
feror immediately before that time, 


to the extent that such portion of the amount so 
designated is not designated under this paragraph 
in favour of any other taxpayer, and the amount 
so designated shall be deemed, for the purposes 
of determining the amount under paragraph 
29(25)(d) of the Income Tax Application Rules 
and paragraphs (1)(b), (3)(b), (4)(b) and (5)(b), 


(v) to be income from. the sources described in 
subparagraph (iii) or (iv), as the case may be, 
of the transferee for its taxation year in which 
that taxation year of the transferor ends, and 


(vi) not to be income from the sources de- 
scribed in subparagraph (iii) or (iv), as the 
case may be, of the transferor for that year, 
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(h) where the corporation (in this paragraph re- 
ferred to as the “transferee”) was, immediately 
before and at that time, 


(i) a parent corporation (within the meaning 
assigned by subsection 87(1.4)), or 


(ii) a subsidiary wholly-owned corporation 
(within the meaning assigned by subsection 
87(1.4)) 


of.a particular corporation (in this paragraph re- 
ferred to as the “transferor’’), if both corporations 
agree to have this paragraph apply to them in re- 
spect of a taxation year of the transferor ending 
after that time and notify the Minister in writing 


of the agreement in the return of income under 


this Part of the transferor for that year, the trans- 
feror may, if throughout that year the transferee 
was such a parent corporation or subsidiary 
wholly-owned corporation of the transferor, des- 
ignate in favour of the transferee, in respect of 
that: year, for the purpose of making a deduction 
under this section in respect of resource expenses 
incurred by the transferee before that time and 
when it was such a parent corporation or subsidi- 
ary wholly-owned corporation of the transferor, 
an amount: not exceeding such portion of ‘the 
amount that would be its income for the year, if © 
no. deductions. were allowed under this section 
and sections 65 to 66.5, that may reasonably be 
regarded as being attributable to 


(iii) the production from foreign. resource 
properties owned by the transferor immedi- 
ately before that time, and 


(iv) the disposition of any foreign resource 
properties owned by the transferor immedi- 
ately before that time, 


to the extent that such portion of the amount so 
designated is. not designated under this paragraph 
in favour of any other taxpayer, and the amount 
so designated shall be deemed; ; 


(v) for the purposes of determining ‘the 
amounts under paragraph (2)(b), to be income 
from the sources described in subparagraph 
(ii1) or (iv), as the case may be, of the trans- 
feree for its taxation year in which that taxa- 
tion year of the transferor ends, and 


(vi) for the purposes of determining the 
amount under paragraph (2)(b), not to be in- 
come from the sources described in subpara- 
graph (iii) or (iv), as the case may be, of the 
transferor for that year, 
(1) where, immediately before and at that time, 
the corporation (in this paragraph referred to as 
the “transferee”) and another corporation (in this 
paragraph referred to.as the “‘transferor”’) were 
both subsidiary wholly-owned corporations 
(within the meaning assigned by subsection 
87(1.4)) of a particular parent corporation (within 
the meaning assigned by subsection 87(1.4)), if 
the transferee and the transferor agree to have this 
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paragraph apply to them in respect of a taxation 
year of the transferor ending after that time and 
notify the Minister in writing of the agreement in 
the return of income under this Part of the trans- 
feror for that year, paragraph (g) or (h), or both, 
as the agreement provides, shall apply for that 
year to the transferee and transferor as though 
one were the parent corporation (within the 
meaning of subsection 87(1.4)) of the other, and 


(j) where that time is after January 15, 1987 and 
at that time the corporation was.a member of a 
partnership that owned a Canadian resource prop- 
erty or a foreign resource property at that time 


(i) for the purpose of paragraph (c), the corpo- 
ration shall be deemed to have owned imme- 
diately before that time that portion of the 
property owned by the partnership at that time 
that is equal to its percentage share of the total 
of amounts that would be paid to all members 
of the partnership if it were wound up at that 
time, and 


(ii) for the purposes of clause 29(25)(d)(i)(B) 
of the Income Tax Application Rules and 
clauses (1)(0)G)(C), (2)(b)@(B), (3)(b)G)(C), 
(4)(b)G)(B) and (5)(b)G)(B) for a taxation 
year ending after that time, the lesser of 


(A) its share of the part of the income of 
the partnership for the fiscal period of the 
partnership ending in the year that may 
reasonably be regarded as being attributa- 
ble to the production from the property, 
and | 


(B) an amount that would be determined 
under clause (A) for the year if its share of 
the income of the partnership for the fiscal 
period of the partnership ending in the year 
were determined on the basis of the per- 
“centage share referred to in subparagraph 
(i), 
shall be deemed to be income of the corpora- 
tion for the year that may reasonably be attrib- 
—utable to production from the property. 
Related Provisions: 66(11.3) — Control; 149(10) — Ceasing to 
be exempt after April 26, 1995; 249(4) — Deemed year end where 


change of control occurs; 256(7)-(9) — Whether control acquired. 
See additional Related provisions and Definitions at end of s. 66.7. 


History: Para. 66.7(10)(b) amended and para. (c.1) added by 1998, 
c. 19, subsecs. 106(6) and (7), para. 66.7(10)(b) applicable after 
April 26, 1995 and para. (c.1) applicable to taxation years that end 
after February 17, 1987. Para. (b) formerly read: 


(b) a corporation ceases to be exempt from tax under this Part 
on its taxable income, 


That portion of subsec. 66.7(10) between paras. (b) and (c) amended . 


by 1997, c. 25, s. 16, applicable to taxation years that begin after 
1998. That portion formerly read: 


for the purposes of the provisions of the Income Tax Applica- 
tion Rules and this Act (other than subsections 66(12.6), 
(12.601), (12.602), (12.62), (12.64) and (12.71)) relating to 
deductions with respect to drilling and exploration expenses, 
prospecting, exploration and development expenses, Cana- 
dian exploration and development expenses, foreign explora- 
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tion and development expenses, Canadian exploration ex- 
penses, Canadian development expenses and Canadian oil 
pad gas property expenses (in this subsection referred to as 
“resource expenses”) incurred by the corporation before that 
time, the following rules apply: 


That portion of subsec. 66.7(10) between paras. (b) and (c) amended 
by 1994, c. 8, subsec. 8(2), applicable to taxation years ending after 
December 2, 1992. That portion formerly read: 


for the purposes of the provisions of the Income Tax Applica- 
tion Rules, and this Act, other than subsections 66(12.6), 
(12.62), (12.64) and (12.71), relating to deductions with re- 
spect to drilling and exploration expenses, prospecting, explo- 
ration and development expenses, Canadian exploration and 
development expenses, foreign exploration and development 
expenses, Canadian exploration expenses, Canadian develop-, 
ment expenses and Canadian oil and gas property expenses 
(in this subsection referred to. as “resource expenses”) in- 
curred by the corporation before that time, the following rules 
apply: 

Para. 66.7(10)(f) repealed by 1994, c. 7, Sch. TI (1991, c. 49), sub- 

sec. 42(8), applicable to taxation years ending after February 17, 

1987, Para. (f) formerly read: 


(f) where, pursuant to paragraph (e), foreign exploration and 
development’ expenses incurred by the corporation are 
deemed to'have been incurred by ‘an. original owner of the 
properties, the corporation may designate in respect of a taxa- 
tion year an amount not exceeding the lesser of 
(1) the amount included in its income for the year, com- 
puted as if no deduction were allowed under section 29 
of the Income Tax Application Rules, this section or sec- 
tions 65 to 66.5, that may reasonably be regarded as be- 
ing attributable to the production from a Canadian re- 
source property owned. by it immediately before that 
time, and . 
(ii) the amount, if any, by which 10% of the amount de- 
scribed in paragraph (2)(a) for the year with respect to 
those expenses exceeds the amount that would be deter- 
mined under paragraph (2)(b) for the year if this para- 
graph and subparagraph (h)(vi) did not apply, 
as being an amount attributable to the production described in 
clause (2)(b)(i)(B), and the amount so designated shall, for 
the purpose of clause 29(25)(d)(i)(B) of the Income Tax Ap- 
plication Rules; clauses (1)(b)()(C), (3)(b)G)(C), (4)(b)G)(B), 
(5)(b)@)(B) and subparagraph (g)(ii1) be deemed not to be an 
amount attributable to production. from a Canadian resource 
property in the year; 
Subpara. 66.7(10)(h)(v) amended by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 42(9), to substitute “paragraph (2)(b)” for “paragraph 
(2)(b) and subparagraph (f)(i1)”, applicable to taxation years ending 
after February 17, 1987. 
1.T. Technical News: No. 7 (control by a group — 50/50 
arrangement). 
Advance Tax Ruling: ATR-19: Earned ep heess base and cumu- 
lative Canadian development expense. 


(11) Idem — Where, at any time, 


(a) control of a taxpayer that is a corporation has 
been acquired by a person or group of persons, or 


(b) a taxpayer has disposed of all or substantially 
all of the taxpayer’s Canadian resource properties 
or foreign resource properties, 


and, before that time, the taxpayer or a partnership of 
which the taxpayer was a member acquired a prop- 
erty that is a Canadian resource property, a foreign 
resource property or an interest in a partnership and 
it may reasonably be considered that one of the main 
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purposes of the acquisition was to avoid any limita- 
tion provided in subsection 29(25) of the Income Tax 
Application Rules or any of subsections (1) to (5) on 
the deduction in respect of any expenses incurred by 
the taxpayer or a corporation referred to as a trans- 
feree in paragraph (10)(g) or (h), the taxpayer or the 
partnership, as the case may be, shall be deemed, for 
the purposes of applying those subsections to or in 
respect of the taxpayer, not to have acquired the 
property. 

Related Provisions: 87(2)(j.6) — Amalgamations — continuing 
corporation; 249(4) — Deemed year end where change of control 
occurs; 256(7)— (9) — Whether control acquired. See additional Re- 
lated provisions and Definitions at end of s. 66.7. 


1.T. Technical News: No. 7 (control by a group — 50/50 
arrangement). 


(12) Reduction of Canadian resource ex- 
penses — Where in a taxation year an original 
owner of Canadian resource properties disposes of 
all or substantially all of the original owner’s Cana- 
dian resource properties to a particular corporation in 
circumstances in which subsection 29(25) of the In- 
come Tax Application Rules or subsection (1), (Ai), 
(4) or (5) applies, 


(a) the Canadian exploration and development 
expenses incurred by the’ original owner before 
that owner so disposed of the properties shall, for 
the purposes of this subdivision, be deemed after 
the disposition not to have been incurred by the 
original owner except for the purposes of making 
a deduction under subsection 66(1) or (2) for the 
year and of determining the amount that may be 
deducted under subsection (1) by the particular 
corporation or by any other corporation that sub- 
sequently acquires any of the properties; 


(b) in determining the cumulative Canadian ex- 
ploration expense of the original owner at any 
time after the time referred to in subparagraph 
(3)(a)@), there shall be deducted the amount 
thereof determined immediately after the 
disposition; ; 


(b.1) for the purposes of paragraph (3)(a), the cu- | 


mulative Canadian exploration expenses of the 
original owner determined immediately after the 
disposition that was deducted or required to be 
deducted under subsection 66.1(2) or (3).1n com- 
puting the original owner’s income for the year 
shall be deemed to be equal to the lesser. of 


(i) the amount deducted under paragraph (b) 
in respect of the disposition, and 


(ii) the amount, if any, by which 


(A) the specified amount determined under 
paragraph (12.1)(a) in respect of the origi- 
nal owner for the year 


exceeds 


(B) the total of all amounts each of which 
is an amount determined under this para- 
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graph in respect of any disposition. made 
by the original owner before the SHeDOSI- 
tion and in the year;)> to 


(b.2) for greater certainty, any amount (other than 
the amount determined under paragraph (b.1)) 
that was deducted or required to be deducted 
under subsection 66.1(2) or (3) by the original 
owner for the year or a subsequent taxation year 
shall, for the purposes of paragraph (3)(a), be 
deemed not to be in respect of the cumulative Ca- 
nadian exploration expense of the original owner 
determined immediately after the disposition; 


(c) in determining the cumulative Canadian de- 
velopment expense of the original owner at any 
time after the time referred to in clause 
(4)(a)(i)(A), there shall be deducted the amount 
thereof © determined immediately after the 
disposition; 


-(c.1) for the purpose of paragraph (4)(a), the cu- 


mulative Canadian development expense of the 
original owner determined immediately, after the 
disposition that was deducted. under. subsection 


_ 66.2(2) in computing the original owner’s income 
for the year shall be deemed to be equal to the 
lesser of : 


_ (i). the amount dedicted ae arnt (c) 
in respect of the disposition, and 


(ii) the amount, if any, by which 
) (A) the specified amount determined under 


paragraph (12.1)(b) in respect of the origi- 
nal,owner for the year 

exceeds 
(B) the total of all amounts determined 
under this paragraph in respect of any dis- 
positions made by the original owner 
before the disposition and in the year; 


(c,2) for greater.certainty, any amount (other than 


the amount. determined under paragraph (c.1)) 
that was deducted. under subsection 66.2(2) by 
the original owner for the year ora subsequent 
taxation year shall, for the purpose of paragraph 
(4)(a), be deemed not to be in respect.of. the cu- 


mulative Canadian development expense ‘of the 


original owner deterred immediately alten the 
disposition; 


(d) in ‘determining the cumulative Canadian oil 
and gas property expense of the original owner at 
any time after the time referred to in. subpara- 
graph (5)(a)(), there shall be deducted the 
amount thereof determined hamamnas after the 
disposition; 


(d.1) for the purpose of paragraph (5)(a), the cu- 
mulative Canadian oil and gas property expense 
of the original owner determined immediately af- 
ter the. disposition that was. deducted. under sub- 
section 66.4(2) in computing the original owner’s 
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income for the year shall be deemed to be equal 
to. the lesser of 


(i) the amount deducted under paragraph (d) 
in respect of the disposition, and 


(ii) the amount, if any, by’ which 


(A) the specified amount determined under 
paragraph (12.1)(c).in respect of the origi- 
nal owner for the year 


exceeds 


(B) the total of all amounts determined 
under this paragraph in respect of: any dis- 
positions made by the original owner 
before the disposition and in. the; year; 


(d.2) for greater certainty, any amount (other than 
the. amount-determined under paragraph (d.1)) 
that was. deducted. under subsection 66.4(2) by 
the original owner for the year or a subsequent 
taxation year shall, for the purpose of paragraph 
(5)(a), be deemed not to be in respect of the cu- 
mulative Canadian oil and gas property expense 
of the original owner determined immediately af- 
ter the disposition; and 


(e) the drilling and exploration expenses, inohad: 
ing all general geological and geophysical’ ex- 
penses, incurred by the original owner before 
1972 on or in respect of exploring or drilling for 
petroleum or natural gas in Canada and the pros- 
pecting, exploration and development expenses 
incurred by the original owner before 1972 in 
searching for minerals in Canada shall, for the 
purposes of section 29 of the Income Tax Appli- 
cation Rules, be deemed after the disposition not 
to have been incurred by the original owner ex- 
cept for the purposes of making a deduction 
under that section for the year and of determining 
the amount that may be deducted under subsec- 
tion 29(25) of that Act by the particular corpora- 
tion or any other corporation that subsequently 
“acquires any of the properties. 


Related Provisions: 66.1(6)“cumulative Canadian exploration 
expense” M — Reduction in CCEE; 66.2(5)““cumulative Canadian 
development expense”O — Reduction in CCDE; 66.4(5)“cumula- 
tive Canadian oil and gas property expense”J — Reduction in 
CCOGPE. See Related provisions and Definitions at end of s. 66.7. 


History: Paras. 66.7(12)(b.1) and (b.2) amended by 1994, c. 8, sub- 
sec. 8(3), applicable to taxation years ending after December 2, 
1992. Paras. (b.1) and (b.2) formerly read: 


(b.1) for the purpose of paragraph (3)(a), the cumulative Ca- 
nadian exploration expense of the original owner determined 
immediately after the disposition that was deductible under 
subsection 66.1(2) or deducted under subsection 66.1(3) in 
computing the. original owner’s income for the year shall be, 
deemed to be equal to the lesser of 


~ (i) the amount deducted under paragraph (b) in respect of 
the disposition, and 


(ii) the amount, if any, ee which 


(A) the specified amount determined under para- 
graph (12.1)(a) in-respect of the original owner for 
the year 


S. 66.7(12.1)(a)(@)(B) 


exceeds 


(B) the total of all amounts determined under this 
paragraph in respect of any dispositions made by the 
original owner before the disposition and in the year; 


(b.2) for greater certainty, any amount (other than the amount 
determined under paragraph (b.1)) that was deductible under 
subsection 66.1(2), or deducted under subsection. 66.1(3) by 
the original owner for the year or a subsequent taxation year 
shall, for the purpose of paragraph (3)(a), be deemed not to be 
in respect of the cumulative Canadian. exploration expense of 
the. original owner determined immediately after the 
disposition; 
That portion of subsec. 66.7(12) preceding para. (a) amended to 
substitute “in a taxation year” for “in a taxation year and after June 
5, 1987”, para, 66.7(12)(b) substituted, and paras; (b.1), (b.2), (c.1), 
(c.2), (d.1),.(d.2) added by 1994, c.:7, Sch. II (1991, c. 49), subsecs. 
42(11) to (15), applicable with, respect to dispositions occurring in 
taxation years Commencing on or after December 17, 1991 to the 
amending legislation and with respect to a disposition of a property 
made by a taxpayer in a taxation year ending after February 17, 
1987 and commencing before December 17, 1991, where 
(a) the taxpayer, and 
(b) each corporation that, before the end of the taxpayer’s taxa- 
tion year that includes December 17, 1991, acquired the prop- 
erty or any other property that was disposed of by the taxpayer 
in-a taxation year ending after February 17, 1987 as part of a 
‘ transaction or an event as a consequence of which that corpora- 
tion was or, but for those subsecs., would be entitled to deduct 
an amount under subsec. 66.7(3), (4) or (5) in respect of an ex- 
pense incurred by the taxpayer, 


so elected by notice'in writing filed with the Minister of National 
Revenue.on, or before the day that was 180. days-after the end of the 
taxpayer’s taxation year that included December .17, 1991; and, 


(c) notwithstanding subsecs. ,152(4) to (5), such assessments of 
tax, interest and penalties shall be made as are necessary to give 
effect to the election, and 


(d) where the taxpayer so elected in respect of a disposition, a 
designation under cl. 66:7(12.1)(a)G)(B), (6)(@)(B) or (c)(i)(B) 
in respect of the disposition shall be deemed to have been filed 
as required if it was filed with the Minister of National Revenue 
on or before the day that was 180 days after the end of the tax- 
payer’s taxation year that included December 17,. 1991. 


Para. 66.7(12)(b), formerly read: 


(b) in determining, the cumulative Canadian exploration eX- 
pense of the original owner at any time afiter the time referred 
to in subparagraph (3)(a)(1), there shall be deducted the 
amount, if any, by which the amount thereof determined im- 

_ mediately after-the disposition exceeds the: amount claimed 
by, the original owner under subsection 66.1(2) or (3) for the 
year; 


(12.1) Specified amount — Where in a taxation 


year an original owner of Canadian resource proper- 
ties disposes of all or substantially all of the original 
owner’s Canadian resource properties in circum- 
stances in which subsection (3), (4) or (5) applies, 


(a) the lesser of 


(i):the total of all amounts each of sith’ is the 
amount, if any, by which 


(A) an amount deducted under paragraph 
(12)(b).in respect of a disposition in the 
year by the original owner 

exceeds 


(B) the amount, if any, designated by the 
original owner in prescribed form filed 
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with the Minister within 6 months after the 
end of the year in respect of an amount de- 
termined under clause (A), and 


(ii) the total of 


(A) the amount claimed under subsection 
66.1(2) or (3) by the original owner for the 
year, and 


(B) the amount that would, but for para- 
graph 66.1(1)(c), be determined under sub- 
section 66.1(1) in respect of the original 
owner for the year — 


is the specified amount in respect of the original 
owner for the year for the purposes of clause 
(12)(b.1)Gi)(A) and of determining the value of 
E.1 in the definition “cumulative Canadian explo- 
ration expense” in subsection 66.1(6); 


(b) the lesser of 


(i) the total of all amounts each of which is the 
amount, if any, by which 


(A) an amount deducted under paragraph 
(12)(c) in respect of a disposition in the 
year by the original owner 


exceeds 


(B) the amount, if any, designated by the 
original owner in prescribed form filed 
with the Minister within 6 months after the 
end of the year in respect of an amount de- 
termined under clause (A), and 


(ii) the total of 


(A) the amount claimed under subsection 
66.2(2) by the original owner for the year, 
and 


(B) the amount that would, but for para- 
graph 66.2(1)(d), be determined under sub- 
section 66.2(1) in respect of the original 
owner for the year 


is the specified amount in respect of the original 
owner for the year for the purposes of clause 
(12)(c.1)@i)(A) and of determining the value of 
D.1 in the definition “cumulative Canadian de- 
velopment expense” in subsection 66.2(5); and 


(c) the lesser of 


(1) the total of all amounts each of which is the 
amount, if any, by which 


(A) an amount deducted under paragraph 
(12)(d) in respect of a disposition in the 
year by the original owner 


exceeds 


(B) the amount, if any, designated by the 
original owner in prescribed form filed 
with the Minister within 6 months after the 
end of the year in respect of an amount de- 
termined under clause (A), and 
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(ii) the total of 


(A) the amount claimed under subsection 
66.4(2) by the original owner for the year, 
and 


(B) the amount that would, but for para- 
graph 66.4(1)(c), be determined under sub- 
section 66.4(1) in respect of the original 
owner for the year | 


is the specified amount in respect of the original 
owner for the year for the purposes of clause 
(12)(d.1)@i)(A) and of determining the value of 
D.1 in the definition “cumulative Canadian oil 
and gas property expense” in subsection 66.4(5). 


Related Provisions: 66.1(1)— Amount tobe included in in- 
come; 66.1(2)(b) — Deduction for principal-business corporation; 
66.1(3)(b) — Expenses of other taxpayers; 66.1(6)“cumulative Ca- 
nadian exploration expense”E.1 — addition to CCEE; 66.2(2)(a) — 
Deduction for cumulative Canadian development expenses; 
66.2(5)“cumulative Canadian development expense’’D.1 — Addi- 
tion to CCDE; 66.4(1)(¢) — Recovery of costs; 66.4(2)(a)(i) — De- 
duction for cumulative Canadian oil and gas property expense; 
66.4(5)“cumulative Canadian oil and gas property expense’D.1 
addition to CCOGPE. 


History: Subsec. 66.7(12.1) added by 1994, c. 7, Sch. If (1991, c. 
49), subsecs. 42(11) to (15), applicable to dispositions occurring in 
taxation years commencing on or after December 17, 1991 to the 
amending legislation and with respect to a disposition of a property © 
made by a taxpayer in a taxation year ending after February 17, 
1987 and commencing before December 17, 1991, where 


(a) the taxpayer, and 


(b) each corporation that, before the end of the taxpayer’s taxa- 
tion year that includes December 17, 1991, acquired the prop- 
erty or any other property that was disposed of by the taxpayer 
in a taxation year ending after February 17, 1987 as part of a 
transaction or an event as a consequence of which that corpora- 
tion was or, but for those subsecs. would be entitled to deduct 
an amount under subsec. 66.7(3), (4) or (5) im respect of an ex- 
pense incurred by the taxpayer, 


so elected by notice in writing filed with the Minister of National 
Revenue on or before the day that was 180 days after the end of the 
taxpayer’s taxation year that included December 17, 1991; and, 


(c) notwithstanding subsecs. 152(4) to (5), such assessments of 
tax, interest and penalties shall be made as are necessary to give 
effect to the election, and 

(d) where the taxpayer so elected in respect of a disposition, a 
designation under cl. 66.7(12.1)(a)(i)(B), (b)()(B) or (c)G)(B) 
in respect of the disposition shall be deemed to have been filed 
as required if it was filed with the Minister of National Revenue 
on or before the day that was 180 days after the end of the tax- 
payer’s taxation year that included December 17, 1991. 


Forms: T1046: Designation of resource amount by an original 
owner. 


(13) Reduction of foreign resource ex- 
penses — Where after June 5, 1987 an original 
owner of foreign resource properties disposes of all 
or substantially all of the original owner’s foreign re- 
source properties to a particular corporation in cir- 
cumstances in which subsection (2) applies, the for- 
eign exploration and development expenses incurred 
by the original owner before that owner so disposed 
of the properties shall be deemed after the disposi- 
tion not to have been incurred by the original owner 
except for the purposes of determining the amounts 


508 


Subdiv. e — Deductions in Computing Income 


that may be deducted under that subsection by the 
particular corporation or any other corporation ‘that 
subsequently acquires any of the properties. 


Related Provisions: See Related provisions and Definitions at 
end of s. 66.7. 


(14) Disposal of Canadian resource proper- 
ties — Where in a taxation year a predecessor 
owner of Canadian resource properties disposes of 
Canadian resource properties to’a corporation in cir- 
cumstances in which subsection 29(25) of the Jn- 
come. Tax Application Rules or subsection (1), (3), 
(4) or (5) applies, 


(a) for the purposes of applying any of those sub- 
sections to the predecessor owner in respect of its 
acquisition of any Canadian. resource property 
owned by it immediately before the disposition, it 
shall be deemed, after the disposition, never to 
have acquired any such properties. except for the 
purposes of 


(i) determining an amount deductible under 
subsection (1) or (3) for the year, 


(11) where the predecessor owner and the cor- 
poration dealt with each other at arm’s length 
at the time of the disposition or the disposition 
was by way of an amalgamation or merger, 
determining an amount deductible under sub- 
section (4) or (5) for the year, and 


(iii) determining the amount for F in the defi- 
nition “cumulative Canadian development ex- 
pense” in subsection 66.2(5), the amounts for 
paragraphs (a) and (b) in the description of L 
in that definition and the amount for F in the 
definition “cumulative Canadian oil and gas 
property expense” in subsection 66.4(5); and 


(b) where the corporation or another corporation 
acquires any of the properties on or after the dis- 
position in circumstances in which subsection (4) 
or (5) applies, amounts that become receivable by 
the predecessor owner after the disposition in re- 
spect of Canadian resource properties retained by 
it at the time of the disposition shall, for the pur- 
poses of applying subsection (4) or (5) to the cor- 
poration or the other corporation in respect of the 
acquisition, be deemed not to have become re- 
ceivable by the predecessor owner. 


Related Provisions: 66.6 — Canadian resource properties ac- 
quired from exempt person. See additional Related provisions and 
Definitions at end of s. 66.7. 


History: Subsec. 66.7(14) substituted by 1994, c. 21, subsec. 31(4), 


applicable to dispositions occurring in taxation years ending after 


February 17, 1987. That subsec. formerly read: 


(14) Where in a taxation year a predecessor owner of Cana- 
dian resource properties disposes of all or substantially all of 
its Canadian resource properties to a corporation in circum- 
stances in which subsection 29(25) of the Income Tax Appli- 
cation Rules or subsection (1), (3), (4) or (5) applies, for the 
purposes of applying any of those subsections to the prede- 
cessor owner in respect of its acquisition of any of those 
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properties, it.shall be deemed, after the disposition, never to 
have acquired the properties except for the purposes of 


(a) determining an amount deductible under subsection 
(1) or (3) for the year; and 


(b) where the predecessor owner and the corporation 
dealt with each other at arm’s length at the time of the 
disposition or the disposition was by way of an amalga- 
mation or merger, determining an amount deductible 
under subsection (4) or (5) for the year. 


Subsec. 66.7(14) substituted by 1994, c. 7, Sch. If (1991, c. 49), 
subsec. 42(16), applicable to dispositions occurring in taxation 
years ending after February 17, 1987. Subsec. 66.7(14). formerly 
read: 


(14) Where, in a taxation year and after June 5, 1987, a prede- 
cessor owner of Canadian resource properties disposes of all 
or substantially all of its’Canadian resource properties to a 
corporation in circumstances in which subsection 29(25) of 
the Income Tax Application Rules or subsection (1), (3), (4) 
or (5) applies, for the purposes of applying any of those sub- 
sections to the predecessor owner in respect of its acquisition 
of any of those properties, it shall be deemed, after the dispo- 
sition,-never to have acquired the properties except for the 
purposes of making a deduction under subsection (1) or (3) 
for the year. 


(15) Disposal of foreign resource proper- 
ties — Where. after June 5, 1987 a predecessor 
owner of foreign resource properties disposes of. all 
or substantially all of its foreign resource properties 
to a corporation in circumstances in which subsec- 
tion (2) applies, for the purpose of applying that sub- 
section to the predecessor owner in respect of its ac- 
quisition of any of those properties (or other foreign 
resource properties retained by it at the time of the 
disposition which were acquired by it in circum- 
stances in which subsection (2) applied), it shall be 
deemed, after the disposition, never to have acquired 
the properties. . 

Related Provisions: See Related provisions and Definitions. at 
end of s. 66.7. . 


History: Subsec. 66.7(15) substituted by 1994, c. 21, subsec. 31(4), 


applicable to taxation years ending after February 17, 1987. That 
subsec. formerly read: 


(15) Where after June 5, 1987 a predecessor owner of foreign 
resource properties disposes of all or substantially all of its 
foreign resource properties to a corporation in circumstances 
in which subsection (2) applies, for the purposes of applying 
that subsection to the predecessor owner in respect of its ac- 
quisition of any of those properties, it shall be deemed, after 
the disposition, never to have acquired the properties. 


(16) Non-successor acquisitions — Where at 
any time a Canadian resource property or a foreign 
resource property is acquired by a person in circum- 
stances in which none of subsection 29(25) of the Jn- 
come. Tax Application Rules and subsections (1) to 
(5) apply, every person who: was an original owner 
or predecessor owner of the property by reason of 
having disposed of the property before that time 
shall, for the purpose of applying those subsections 
to or in respect of the person or any other person 
who after that time acquires the property, be deemed 
after that time not to be an original owner or prede- 
cessor owner of the property by reason of having 
disposed of the property before that time. 
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Related Provisions: See Related piopisipag and Redpipans at 
end of s. 66.7. 


(17) Restriction on deductions — Where in a 
particular taxation year and before June 6, 1987 a 
person disposed of a Canadian resource property or a 
foreign resource property in circumstances in which 
any of subsection 29(25) of the Income Tax Applica- 
tion Rules and subsections (1) to (5)-applies, no de- 
duction in respect of an expense incurred before. the 
property was disposed of may be made. under this 
section or section 66, 66.1, 66.2 or 66.4 by the per- 
son in computing the person’s income for a taxation 
year subsequent to the particular taxation year. 


(18) Application. of subsec. 66(15) — The defi- 
nitions in subsection 66(15) apply to this section. 


Origin of subsec. 66.7(18): R.S.C. 1985, c. 1 (Sth Supp.). 


Related Provisions [s. 66.7]: 66(5) — Dealers; 66(18) —- Mem- 
bers, of partnerships; 66.1(6) — Canadian exploration expense; 
66.8(1) — Resource expenses of limited partners; 87(1.2) — Amal- 
gamation — new corporation deemed continuation, of predecessor; 
88(1.5) — Windup — parent continuation of subsidiary. 


Pre-RSC History [s. 66.7]: S. 66.7 added by 1987, .c. 46, s. 23, 
applicable to taxation years ending after February 17, 1987 except 
that with respect to property acquired before January 15, 1987, or 
acquired before 1988 where the person acquiring the property was 
obliged on that date to acquire the property’ pursuant to the terms of 
an-agreement in writing entered into. on or before that date, 


(a) clauses. 66.7(1)(b)(G)(C), © (2)(b)G)(B), (3)(b)G)(C), 
(4)(b)(G)(B) and (5)(b)G)(B) shall be read as follows: 


“where the: particular property was an interest in or a 
right to. take or remove petroleum or natural gas or a right 
to take or remove minerals from a property, the produc- 
tion from that property,”; 


and 
(b) subsection 66.7(11) is not applicable. 


Interpretation — “obliged to acquire or dispose of 
property or to acquire control of a corporation”: 1987, c. 
46, s. 72 reads as follows: 


72. For the purposes of this Act, a person shall be considered 
not to be obliged either to acquire or dispose of property or to 
acquire control of a corporation, as the case may’ be, if the 
person may be excused from performing the obligations as a 
result of changes to the [Income Tax Act] affecting acquisi- 
tions or dispositions of abe or ph A iy Sees of control of 
corporations. 


Definitions [s. 66.7]: “acquired” — 256(7)-(9); “amount” — 
248(1); “arm’s length” — 251(1); “business” — 248(1); “Can- 
ada” — 255;..“‘Canadian development expense” — 66. 29) 248(1); 
“Canadian exploration and development, expense” — 66(15), 
248(1); “Canadian exploration SAD ese *— 66.1(6), 248(1); “Cana- 
dian oil and gas property-expense” — 66.4(5), 248(1); “Canadian 
resource property” — 66(15), 66.7(18), 248(1); “carrying on busi- 
ness” — 253; “control” — 256(7)—-(9); “corporation” — 248(1), In- 
terpretation Act. 35(1); “expense” — 66(15), 66.7(18);, “fiscal pe- 
riod” — 249(2), 249.1;, “foreign exploration. and development 
expenses”, “foreign resource property” — 66(15), 248(1);. “min- 
eral”, “Minister”, “oil or gas well”, “person”, “prescribed”, “prop- 
erty” — 248(1); “specified amount” — 66.7(12.1); “subsidiary 
wholly-owned corporation” — 248(1); “taxable income” — 2(2), 
248(1); “taxation year” — 249; “taxpayer” — 248(1); “writing” — 
Interpretation Act 35(1). 


Interpretation Bulletins [s. 66.7]: IT- P26R23 Meaning of 
“winding-up”. 
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66.8 (1) Resource expenses of limited part- 
ner — Where a taxpayer is a limited partner of:a 
partnership at the end of a fiscal period of the part- 
nership, the following rules apply: \. 


(a) determine the amount, if any, by which - 


(i) the total of all amounts each of. which i is the 
taxpayer’ s share of 


(A) the Canadian oil and gas property ex- 
_penses (in this subsection referred to. as 
“property, expenses’), 
(B) the Canadian development expenses 
(in this subsection referred to as “‘develop- 
ment. expenses”), 
(C) the Canadian exploration expenses (in 
this subsection referred to as “exploration 
expenses’’), Or. | 


‘(D) the foreign exploration wid develop- 
ment expenses (in this subsection referred 
to as “foreign expenses’’), 
incurred: by the partnership in the fiscal period 
determined without. reference’ to this 
subsection 


exceeds 
(ii) the amount, if any, by which : 
(A) the taxpayer’s at-risk amount at the 
end of the fiscal period in respect of the 
partnership 


‘exceeds 
(B) the total of 


(I) the amount required, by .subsection 
127(8) in respect, of the, partnership to 
be added in computing the investment 
tax credit of: the taxpayer in respect of 
the fiscal period, and 


(II) the taxpayer’s share of any losses 
of the partnership for the fiscal period 
from a farming business; 


(b). the amount determined under: paragraph (a) 
- ‘shall be applied 


(i) first to reduce the taxpayer’s share of Par 
erty expenses, 


(ii) if any remains unapplied, then to reduce 
the taxpayer’s share of development expenses, 


(iii) if any remains unapplied, then to reduce 
the taxpayer’s share of exploration SAPRES 
and 


(iv) if any remains unapplied, then to oneringe 
the taxpayer’s share of foreign expenses, 


incurred by the partnership in the fiscal period; 
and 


(c) for the purposes of stibparagranh 53(2)(c)(ii), 
sections 66 to 66.7, subsection 96(2.1) and sec- 
tion 111, the taxpayer’s share of each class of ex- 
penses described in subparagraph (a)(i) incurred 
by the partnership in the fiscal period shall be 
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deemed to be the amount by which the taxpayer’s 
share of that class of expenses as determined 
under subparagraph (a)(i) exceeds the amount, if 
any, that was applied under paragraph (b) to re- 
duce the taxpayer’s share of that class of 
expenses. 


(2) Expenses in following fiscal period — For 
the purposes of subparagraph (1)(a)(i), the amount 
by which a taxpayer’s share of a class of expenses 
incurred by a partnership is reduced under paragraph 


(1)(b) in respect of a fiscal period of the partnership. 


shall be added to the taxpayer’s share, otherwise de- 
termined, of that class of expenses incurred by the 
partnership in the immediately following fiscal pe- 
riod of the partnership. 


(3) Interpretation — In this section, 


(a) the expressions “at-risk amount” of a taxpayer 
in respect of a partnership and “limited partner” 
of a partnership have the meanings assigned by 
subsections 96(2.2) and (2.4), respectively, ex- 
cept that, with respect to the definition “limited 
partner’, the definition “exempt interest” in sub- 
section 96(2.5) shall be read as though the refer- 
ence therein to 


(i) “February 25, 1986” were a reference to 
“June 17, 1987”, 


(ii) “February 26, 1986” were a reference to 
“June 18, 1987”, 


(iii) “January 1, 1987” were a reference to 
“January 1, 1988”, 


(iv) “June 12, 1986” were a reference to “June 
18, 1987”, and 


(v). “prospectus, preliminary prospectus or re- 
gistration statement” were read as “‘prospec- 
tus, preliminary prospectus, registration state- 
ment, offering memorandum or notice. that is 
required to be filed before any distribution of 
securities may commence”; 


(b) a reference to a taxpayer who is a member of 
a particular partnership shall include a reference 
to another partnership that is a member, of the 
particular partnership; and 


(c) a taxpayer’s share of Canadian development 
expenses or Canadian oil and gas property ex- 
penses incurred by a partnership in a fiscal period 
in respect of which the taxpayer has elected in re- 
spect of the share under paragraph (f) of the defi- 
nition “Canadian development expense” in sub- 
section 66.2(5) or paragraph (b) of the definition 
“Canadian oil and gas property expense” in sub- 
section 66.4(5), as the case may be, shall be 
deemed to be nil. 

History [s. 66.8]: Para. 66.8(3)(c) added by 1994, c. 7, Sch. VIII 

(1993, c. 24), s. 26, applicable with respect to partnership fiscal pe- 

riods ending after July 1990. 


Pre-RSC History [s. 66.8]: S. 66.8 added by 1988, c. 55, s. 45, 
applicable to taxation years ending after June 17, 1987. 


S. 67.101) 


Definitions [s. 66.8]: “amount”, “business” — 248(1); “Canadian 
development expense” — 66.2(5), 248(1); “Canadian: exploration 
expense” — 66.1(6), 248(1); “Canadian oil and gas property ex- 
pense” — 66.4(5), 248(1); “farming” — 248(1); “fiscal period” — 
249(2), 249.1; “foreign exploration and development expenses” — 
66(15), 248(1); “investment tax credit” — 127(9), 248(1);) “‘prop- 
erty”, “taxpayer” — 248(1). See also 66.8(3). 


Subdivision f — Rules Relating to 
Computation of Income 


67. General limitation re expenses — In com- 
puting income, no deduction shall be made in respect 
of an outlay or expense in respect of. which any 
amount is otherwise deductible under this. Act, ex- 
cept to the extent that the outlay or expense was rea- 
sonable in the circumstances. 


Related Provisions: 8(9)— Employee’s aircraft costs must be 
reasonable; 18(1)(a) — Expense not deductible unless for purpose 
of earning income; 18(1)(h) — Personal or living expenses disal- 
lowed; 247(8) — Transfer pricing rules take priority. over, s. 67. 


Selected Cases [s. 67]: Mohammed v. R., [1997] 3.C.T.C. 321 
(FCA) (“Reasonable expectation of profit” and “expectation of rea- 
sonable profit” not synonymous. 100%. financing of project not nec- 
essarily unreasonable); Shell Canada Ltd. v. R., [1997] 3 C.T.C. 
2238 (TCC) (New Zealand currency loans intended to get funds at 
lowest possible after-tax cost to borrower); Monga v. Canada, 
[1997] 1 C.T.C. 2529 (TCC) (Interest exceeding gross rental in- 
come was unreasonable); Graves v. Canada, [1990] 1 C.T.C. 357 
(FCTD) (Half of expenses of two-car garage at taxpayer's home 
where business car parked not deductible); MSS Inc. v. The Queen, 
[1989] 2 C.T.C. 30 (FCA) (Management expenses paid to another 
company not reasonable where services already provided by tax- 
payer’s employees); Maduke Foods Ltd. v. Canada, [1989] 2 C.T.C. 
284 (FCTD) (Management salaries paid to spouse and children 
reduced); Compagnie Idéal Body Inc. v. Canada, [1989] 2 C.T.C. 
187 (FCTD) (Only $100,000 of $210,000 bonus paid to spouse in- 
heriting controlling interest was reasonable); Moloney v.. Canada, 
(1989); liCoT.C..213,{PCED):.aff df 1992))2-.C.T.C..226 (FCA); 
leave to appeal to SCC refused [unreported] (May 6, 1993), Doc. 
23336 (Elaborate scheme found lacking in business purpose, deduc- 
tions not permitted); Gabco Ltd. v. MNR, [1968] C.T.C, 313 (Exch) 
($56,000 paid to president’s brother over 15 months reasonable). 


Definitions [s. 67]: “amount” — 248(1). 
1.T. Application Rules: 31. 


Interpretation Bulletins: IT-75R3: Scholarships, fellowships, 
bursaries, prizes, and research grants; IT-131R2: Convention ex- 
penses; IT-178R3: Moving expenses; IT-357R2: Expenses of train- 
ing; IT-467R: Damages, settlements and similar payments; IT- 
468R: Management or administration fees paid to non-residents; IT- 
521R: Motor vehicle expenses claimed by self-employed individu- 
als; IT-525R: Performing artists. 


Information Circulars: 87-2: International transfer pricing and 
other international transactions. 


1.T. Technical News: No. 12 (meals and beverages at golf clubs). 


Advance Tax Ruling: ATR-12: Retiring allowance; ATR-45: 
Share appreciation rights plan. 


67.1 (1) Expenses for food, etc. — For the pur- 
poses of this Act, other than sections 62, 63 and 
118.2, an amount paid or payable in respect of the 
human consumption of food or beverages or the en- 


511 


S. 67.1(1) 


joyment of entertainment shall be deemed to be 50% 
of the lesser of i 
(a) the amount actually paid or payable in respect 
thereof, and . 
(b) an amount in respect merase that would be 
reasonable in the circumstances. 
Related Provisions: 8(4) — Limitation on meals of employee. 
History: The opening words of subsec. 67.1(1) amended by 1995, 
c. 3, s. 17, to substitute “50%” for “80%”, applicable to expenses 


incurred after February 21, 1994 in respect of food and beverages 
consumed and entertainment enjoyed after February 1994. 


Interpretation Bulletins: IT-504R2: Visual artists and writers; 
IT-518R: Food beverages and entertainment expenses, IT- 525R: 
Performing artists. 


Information Circulars: 73-21R7: Away from home expenses. 


I.T. Technical News: No. 12 (meals and beverages at golf clubs). 


(2) Exceptions — Subsection (1) does not apply to 
an amount paid or payable by a person in respect of 
the consumption of food or beverages or the enjoy- 
ment of entertainment where the amount 


(a) is paid or payable for food, beverages or en- 
tertainment provided for, or in expectation of, 


compensation in the ordinary course of a business, 
carried on by that person of providing the food, 


beverages or entertainment for compensation; 


(b) relates to a fund-raising event the primary 
purpose of which is to benefit a registered 
charity; i 

(c) is an amount for which the person is compen- 

sated and the amount of the compensation is rea- 

sonable and specifically identified in writing. to 
the person paying the compensation; ; 

(d) is required to be included in computing the 


income of an employee of the person or would be 
so required but for subparagraph 6(6)(a)(ii); or 


(e) is incurred by the person for food, beverages 
or entertainment generally available to all indi- 
viduals employed by the person at a particular 
place of business of the person and consumed or 
enjoyed by such individuals. 


Income Tax. Act, Part I, Div. B 


History: Para. 67.1(2)(e) substituted by 1994, c. 7, Sch. II (1991, c. 
~ 49), s. 43, applicable to taxation years pe i after July 13, 1990. 
Para. 67.1(2)(e) formerly read: 


(e) is incurred by the person for food, beverages or entertain- 
ment generally available to all employees of the person at a 
particular location. 


(3) Fees for convention, etc. — For the purposes 
of this section, where a fee paid or payable for a con- 
ference, convention, seminar or similar event entitles 
the participant to food, beverages or‘ entertainment 
(other than incidental beverages and refreshments 
made available during the course of meetings or re- 
ceptions at the event) and a reasonable part of the 
fee, determined on the basis of the cost of providing 
the food, beverages and entertainment, is not identi- 
fied in the account for the fee as compensation for 
the food, beverages and. entertainment, $50 or such 
other amount as may be prescribed shall be deemed 
to be the actual amount paid or payable in respect of 
food, beverages and entertainment for each day of 
the event on which food, beverages, or entertainment 


_is provided and, for the purposes of this Act, the fee 


for the event shall be deemed to be the actual amount 
of the fee minus the amount deemed by this subsec- 
tion to be the actual amount paid or payable for the 
food, beverages and entertainment. 
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Related Provisions:. 20(10) — Deduction for convention 
expenses, 


Regulations: No amount other than $50 has been prescribed for 
purposes of 67.1(3). 


Interpretation Bulletins: IT-131R2: Convention expenses. 


(4) Interpretation — For the purposes of this 
section, 


_ (a) no amount. paid or payable for travel on an 
airplane, train or bus shall be considered to be in 
respect of food, beverages or entertainment con- 
sumed or enjoyed while travelling thereon; and 


(b) “entertainment” includes amusement and 


recreation. 


Pre-RSC History [s. 67.1]: S. 67.1 added by 1988, c. 55, s. 46, 
subsecs. 67.1(1), (2), (4), applicable with respect to amounts in- 
curred after June 17, 1987 in respect of food and beverages con- 
sumed and entertainment enjoyed after 1987 and subsec. 67.1(3) ap- 
plicable with respect to amounts incurred after June 1988. 


Selected Cases: Racco Industrial Roofing Ltd. v. R., [1997] 2 
C.T.C. 3055 (TCC) (Limitation does not apply to per diem amount 
paid to employee; ejusdem generis rule Suggests that entertainment 
must also be involved). 


Definitions [s. 67.1]: “amount”, “business”, ‘ 
vidual”, “person”, “prescribed”, “registered charity” 
“writing” — Interpretation Act 35(1). ~: 
Interpretation Bulletins: IT-518R: Food, beverages and en- 
tertainment expenses; IT-522R: Vehicle, travel and sales expenses 
of employees. 


$9) (6c 


— 248(1); 


67.2 Interest on money borrowed for 
passenger vehicle — For the purposes of this 
Act, where an amount is paid or payable for a period 
by a person in respect of interest on borrowed money 
used to acquire a passenger vehicle or on an amount 
paid.or payable for the acquisition of such a vehicle, 
in computing the person’s income for a taxation 
year, the amount of interest so paid or payable shall 
be deemed to be the lesser of the actual amount paid 
or payable and the amount determined by the 
formula 


A x BS 
30 


where 


A is $250 or such other amount as may be pre- 
scribed; and 


B_ is the number of days in the period in respect of 
which the interest was paid or payable, as the 
case may be. 


Related Provisions: 8(1)(j)— Automobile and aircraft costs; 
20(1)(c) — Interest deductible; 20(1)(d)—- Compound interest de- 
ductible; 67.4 — More than one owner or lessor. 


History: S. 67.2 substituted by 1994, c. 7, Sch. II (1991, c. 49), s. 
44, applicable to taxation years and fiscal periods commencing after 
June 17, 1987 that end after 1987. S. 67.2 formerly read: 


67.2 Interest on money borrowed for passenger vehi- 
cle — For the purposes of this Act, where an amount in re- 
spect of interest is payable by a person on borrowed money 
used to acquire, or on an amount payable for the acquisition 
of, a,passenger vehicle, in computing the income of the per- 
son for a taxation year the amount of interest so payable shall 


S. 67.3(c) 


be deemed.to be the lesser of the actual amount payable and 
the amount determined. by, the formula 


iS ee 


30 
where 
A is $250 or such other amount as may be prescribed; and 


Bis the number of days in the year in respect of which the 
interest was payable. 


Pre-RSC History: S. 67.2 added by 1988, c. 55, s. 46, applicable 
to taxation years and fiscal periods commencing after June 17, 1987 
that end after 1987. 


Definitions [s. 67.2]: “amount”, “borrowed money”, “passenger 
vehicle”, “prescribed” — 248(1); “taxation year” — 11(2), 249. 
Regulations: 7307(2) (prescribed amount), 
Interpretation Bulletins: IT-355R2: Interest on loans to buy life 
insurance policies and annuity contracts, and interest on policy 
loans; [T-521R: Motor vehicle expenses claimed by self-employed 
individuals; IT-522R: Vehicle, travel and sales expenses of employ- 
ees; IT-525R: Performing artists. 


1.T. Technical News: No. 10 (1997 deduction limits and benefit 
rates for automobiles). 


99 66 


67.3 Limitation re cost of leasing passenger 
vehicle — Notwithstanding any. other section of 
this Act, where 


(a) in a taxation year all or part of the actual lease 
charges in respect of a passenger vehicle are paid 
or payable, directly or indirectly, by a taxpayer, 
and 


(b) in computing the taxpayer’s income for the 
year an amount may be deducted in respect of 
those charges, 


in determining the amount that may be so deducted, 
the total of those charges shall be ee, not to ex- 
ceed the lesser of : 


(c) the amount determined by the formula 


Rae) re rae eee 
(Ax 59 


where 
Ais $600 or such other amount as is prescribed, 


B_ is the number of days in the period commenc- 
ing at the beginning of the term of the lease 
and ending at the earlier of the end of the year 
and the end of the lease, 


Cis the total of all amounts deducted in comput- 
ing the taxpayer’s income for preceding taxa- 
tion years in respect of the actual lease 
charges in respect of the vehicle, 


D is the amount of interest that would be earned 
on the part of the total of all refundable 
amounts in respect of the lease that exceeds 
$1,000 if interest were | 

(i) payable on the refundable amounts at 
the prescribed rate, and 

(ii) computed for the period before the end 
of the year during which the refundable 
amounts were outstanding, and 
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E. is the total of all reimbursements that became in determining the amount that may be so deducted, the cost 
receivable before the end of the year by the to the taxpayer of leasing the vehicle shall not exceed. the 


taxpayer in respect of the lease, and lesser.of . 


(d) the amount determined by the formula 


(c) the amount détéeniined by the formula 


AxB 


AxB ip i smolt 
-D-=+E 
0.85C where 
where A is $600 or such other amount as may be prescribed, 
A is the total of the actual lease charges in re- Fe eT eS enol rare arate oe a 
, : ing which the vehicle was leased by the taxpayer 
spect of the lease incurred in respect of the fondthe lessor) 
Yeat.On the a of rhe ar eas Ruane z C. is the total of all amounts deducted.in computing the 
respect of the lease paid in the year (depend- taxpayer’s income for preceding taxation years in re- 
ing on the method regularly followed. by the spect of the lease of the vehicle, 
taxpayer in computing income), D__ is the amount of interest that would be cumaed on that 
B is $20,000 or such other amount as is _ part of the total of all refundable amounts paid by or 
rescribed on behalf of the taxpayer in respect of the lease that 
E 4 . exceeds $1, 000 if interest were ; 

C is the greater of $23,529 (or such other (i) payable on the refundable amounts at the pre- 
amount.as is prescribed) and the manufac- scribed rate, and 
turer’s list price for the vehicle, (ii) computed for the period before the end of the 

D is the amount of interest that would be earned oie tie: ae ne ee ee 
on that part of the total of all refundable = ‘ 

E is the total of all reimbursements eceiyatile by the 


amounts paid in respect of the lease that ex- 
ceeds $1,000 if interest were 


(1) payable on the refundable amounts at 
the prescribed rate, and 


(ii) computed for the period in the year 
during which the refundable amounts are 
outstanding, and 


E is the total of all reimbursements that became 
receivable during the year by the taxpayer. in 


Notwithstanding anyother provision of this Act, where 


taxpayer in respect’of the lease of the vehicle before 
the end of the year; and © 


(d) the amount determined by the formula 


AxXB 
0.85C- 


( ) Dee 


where’ 


A 


is the total of the actual lease charges payable to the 
lessor by the taxpayer for the lease of the vehicle 
during the year, : 


respect of the lease. B ‘is $20,000 or such other amount as may be 
Related Provisions: 67.4 — More than one owner or lessor; prescribed, 
257 — Formula cannot calculate to, less than zero. Cis’ the greater of $23;529 (or such otter a amount as 
History: S. 67.3 substituted by 1994, c. 7, Sch. II (1991, c. 49), s. aS eS Borge Ee) Tae AE REASON 
45, applicable to taxation years and fiscal periods beginning after (i) the manufacturer’s list price for the vehicle, 
June 17, 1987 that end after 1987, except that with respect to and 
amounts paid or payable as a reimbursement in respect of a lease (ii) the provincial sales tax, if any, that would 
expense, it is applicable to taxation years that end after July 13, have been payable by a purchaser of the vehicle 
1990; and with respect to leases entered into before 1991 the if it had been purchased at the manufacturer’s 
description of C in para. (d) shall be read as follows: list price for the vehicle at the time the first lease 
C is the greater of $23,529 (or such other amount as may be of the vehicle was entered Into aay es the ea 
prescribed) and the total of ince under the laws of which the vehicle was 
oe Tore registered for the greatest part of the year, 
() the manutaciires s dea prerHorgne yeuicle, and D is the amount of interest that would be earned on that 
(ii) the provincial sales tax, if any, that would have e part of the total of all refundable amounts paid by or 
been payable by a purchaser of the vehicle if it had on behalf of the taxpayer in respect of the pase that 
been purchased at the manufacturer’s list price for exceeds $1,000 if interest were > 
the vehicle at the time the first lease of the vehicle (i) payable on the refundable amountsat the pre- 
was entered into and in the province under the laws scribed. rate, and 
of which the vehicle. was registered for the greatest a emer E 
part of the year, (ii) computed for the period in the year during 
which the refundable amounts are ORISHA MIB: 
-S. 67.3: formerly. read: and 
67.3 Limitation re cost of leasing passenger vehicle — E is the total of all reimbursements receivable by the 


taxpayer in respect of the lease of the vehicle during 
the. year. 


(a) a taxpayer leases a passenger vehicle from a lessor in 


ar taaaiorbycaccand Pre-RSC History: Subpara. (i) of the description of D’in each of 


paras. 67.3(c) and (d) amended by. 1990, c, 39, subsecs. 15(1) and 
(b) in computing the taxpayer’s income for the year an (2), to substitute “prescribed rate” for “prescribed rate that would be 
amount may be deducted in respect of the vehicle, applicable if the amounts were amounts payable under this Act”, 
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applicable with respect to interest to be calculated in So of peri- 
ods after September 1989. 


- §. 67.3 added by 1988, c. 55, s. 46, applicable to taxation years and 
fiscal periods commencing after June 17, 1987 that end after 1987. 


Definitions [s. 67.3]: “amount”, “borrowed money’, “motor vehi- 
cle”, “passenger vehicle”, “prescribed” — 248(1);. “taxation, 
year’ —11(2), 249; “taxpayer” — 248(1); “trust” — 104(1), 
248(1), (3). 
Regulations: 4301(c) (prescribed rate of interest): 7307(1), (3), 
(4) (prescribed amounts). 
interpretation Bulletins: IT-521R: Motor. vehicle expenses 
ciaimed by self-employed individuals; IT-522R: Vehicle, travel and 
sales expenses of employees; IT-525R: Performing artists. 
1.T. Technical News: No. 10 (1997 deduction limits and benefit 
- rates for automobiles); No. 12 (1998 deduction limits and benefit 
rates for automobiles). 


67.4. More than one owner or lessor — Where a 
person owns or leases a motor vehicle jointly with 
one or more other persons, the reference in para- 
graph 13(7)(g) to the amount of $20,000, in section 
67.2 to the amount of $250 and in section 67.3 to the 
amounts of $600, $20,000 and $23,529 shall be read 
as a reference to that proportion of each of those 
amounts or such other amounts as may be prescribed 
for the purposes thereof that the fair market value of 
the first-mentioned person’s interest in the vehicle is 
of the fair market value of the interests in the vehicle 
of all those persons. MIE: 

Pre-RSC History: S. 67.4 added by 1988, c. 55, s. 46, applicable 


to taxation years and fiscal periods commencing gs June 17, 1987 
that end after 1987. 


Definitions [s. 67.4]: 
248(1). 


Regulations: 7307 (prescribed amounts). 


“amount”, “motor, vehicle”, “person” — 


Interpretation Bulletins: IT-521R: Motor vehicle expenses 
claimed by self-employed individuals; IT-522R: Vehicle, travel and 
sales expenses of employees; IT-525R: Performing artists. 


1.T. Technical News: No. 10 (1997 deduction: limits and benefit 
rates for automobiles). 


67.5 (1) Non-deductibility of illegal pay- 
ments — In computing income, no deduction shall 
be made in respect of an outlay made or expense in- 
curred for the purpose of doing anything that is an 
offence under any of sections 119 to 121, 123 to 125, 
393 and 426 of the Criminal Code or an offence 
under section 465 of that Act as it relates to an of- 
fence described in any of those sections. 


(2) Reassessments — Notwithstanding subsec- 
tions 152(4) to (5), the Minister may make such as- 
sessments, reassessments and additional assessments 
of tax, interest and penalties and such determinations 
and redeterminations as are necessary to give effect 

‘to subsection (1) for any taxation year. 

Related Provisions: 165(1.1) — Limitation of right to object to 
assessments or determination; Ns IAG ance ds of right to 
appeal. 

History: S. 67.5 added by 1994, c. 7, Sch. II (1991, ¢ c. 49), s. 46, 


applicable to outlays made and expenses incurred after July 13, 
1990. ; 


Related Provisions: 


S. 68 


Definitions [s. 67.5]: “‘assessment”, “Minister” — 248(1); “taxa- 


tion year” — 249, 
Interpretation Bulletins: IT-525R: Performing artists. 


68. Allocation of amounts in consideration 
for disposition of property — Where an amount 


received or receivable from a person can reasonably 


be regarded as being in part the consideration for the 
disposition of a particular property of a taxpayer or 
as being in part consideration for. the. provision. of 
particular services by a taxpayer, 


(a) the part of the amount that can reasonably be 
regarded. as being the, consideration for the dispo- 
sition shall be deemed:to be proceeds of disposi- 

. tion of the particular: property: irrespective of the 
form or legal effect of the contract or agreement, 
and the person to whom the property was dis- 
posed of shall be deemed to have acquired it for 
an amount equal to that part; and 


(b) the part of the amount that can reasonably be 

_ tegarded as being consideration for the provision 

of particular services shall be deemed to be an 
amount received or receivable by the taxpayer in 
respect of those services irrespective of the form 
or legal effect of the contract or agreement, and 
that part shall be deemed to be an amount paid or 
payable to the taxpayer by the person to whom 
the services were rendered in respect of those 
services. : . 


wid (ave_ Serviced etc: to be rendered; 
12(1)(b) — Amounts receivable in respect of .services, etc, ren- 
dered; 13(33)— Consideration given for depreciable capital; 
247(8) — Transfer pricing rules take priority overs, 68. 


Pre-RSC History: S. 68 substituted by 1988, c,.55,.s. 47, applica- 
ble. with respect to amounts received or receivable after June 1988 
otherwise than pursuant to agreements entered into in writing before 
May 1988. S. 68 formerly read: . 


68. Amounts in part consideration for disposition of prop- 
erty — Where an amount can reasonably be regarded as be- 
ing in‘part the consideration for the disposition of any prop- 
erty of a taxpayer and as being in part consideration’ for 
something else, the part of the amount that can reasonably. be 
regarded-as being the consideration for such disposition shall 
be deemed to be proceeds of disposition of that property irre- 
spective of the form’ or, legal ‘effect of the contract or agree- 
ment; and the person to whom the property was disposed of 
shall be deemed to have ‘eckson the property at the same 
part of that amount. 


Selected Cases [s. 68]: Baur Investments Ltd. v. MNR, [1990] 2 
C.T.C. 122 (FCTD) (Appraisal evidence insufficient to dislodge al- 
location on ‘disposition similar to allocation at time of acquisition); 
Golden et al. v. The Queen, [1980] C.T.C. 488 (FCTD) (Minister 
may reallocate amounts between land and buildings in arm’s length 
transaction); A:G. Can. v. Matador Inc: et al:, [1980] C€.T.C. 51 
(FCA) (Price for land and building below fair market value of land 
divided pro rata); The Queen v. Malloney’s Studio Ltd., [1979] 
C.T.C. 206 (SCC) (No: amount allocated to building where demol- 
ished before purchase); The Queen 'v. Jessiman Bros. Cartage Ltd., 
{1978] C.T.C. 274 (FCTD) (Going concern value of assets rather 
than trade-in value accepted); Crown Trust Co. v. The Queen, 
[1977] C.T.C. 320 (FCTD) (Price for land and buildings allocated 
pursuant to assessment rolls in absence of expert evidence); Stanley 
v. MNR, [1972] C.T.C. 34.(SCC) (Value greater than undepreciated 
capital cost allocated to building even though: purchaser desired 
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only land); Munday v. MNR, [1971] C.T.C. 585:(FCTD) (Part ‘of 
price allocated to building destroyed by purchaser after closing); 
Emco Ltd. v. MNR, [1968] C.T.C. 457 (Exch) (Taxpayer permitted 
to change previous allocation of purchase price entirely to land). 

Definitions [s. 68]: “property”? — 248(1); 
“received” — 248(7); “taxpayer” . 


“amount”, “person”, 
— 248(1). | 


Interpretation Bulletins: IT-143R2: Meaning of “eligible capital 
expenditure”; IT-220R2: Capital cost allowance — proceeds of dis- 
position of depreciable property. 


69. (1) Inadequate considerations — Except as 
expressly otherwise provided in this Act, 


(a) where a taxpayer has acquired anything from 
a person with whom the taxpayer was not dealing 
at arm’s length at an amount in excess of the fair 
market value thereof at the time the taxpayer so 
acquired it, the taxpayer shall be deemed to have 
acquired it at that fair market value; 


(b) where a taxpayer has disposed of anything 


(i) to a person with whom the taxpayer was 
not dealing at arm’s length for no proceeds or 
for proceeds less than the fair market value 
thereof at the time the taxpayer so disposed of 
it, or 


(ii) to any person by way of gift inter vivos, 


the taxpayer shall be deemed to have received 
proceeds of disposition therefor equal to that fair 
market value; and 


(c) where a taxpayer has acquired property by 
way of gift, bequest or inheritance, the taxpayer 
shall be deemed to have acquired the property at 
its fair market value at the time the taxpayer so 
acquired it. 


Selected Cases [para. 69(1)(c)]: Sweeney v. Canada, [1990] 2 
C.T.C. 342 (FCTD); appealed to FCA (Oct. 4, 1990), File A-825-90 
(Son’s right to purchase father’s shares on death not gift). 


Related Provisions: 13(33) — Consideration given for deprecia- 
ble capital; 15(1) — Benefit conferred on: shareholder; 28(1.1) — 
Farming or fishing business — acquisition of inventory; 38(a.1) — 
Gift of publicly traded shares to charity; 53(5) — Recomputation of 
ACB on non-arm’s length disposition; 69(1.1) — Idem; 69(6):— In- 
adequate considerations; 73(1) — Rollover at cost on ‘transfer to 
spouse; 73(3) — Rollover of farm property on transfer to child or 
grandchild; 79(3)E(a) — Where property surrendered to a creditor; 
97(1) — Contribution of property by partner to partnership deemed 
to be at fair market! value; 106(1.1) — Cost of income interest in a 
trust; 107(1.1) — Cost of capital interest in a trust; 127(11.8)(b) — 
Ignore 69(1)(c) for certain non-arm’s length costs re investment tax 
credit; 146(9) — Disposition or. acquisition of property by RRSP; 
146.3(4) — Disposition or acquisition of property by RRIF; 
247(8) — Transfer pricing rules take priority over subsec. 69(1); 
251—Arm’s. length; Canada-U.S. tax treaty, Art. IX — Adjust- 
ments for transactions between related persons. 


Selected Cases [subsec. 69(1)]: Gilvesy Enterprises Inc. v. 
Canada, {1997} 1.C.T.C. 2410 (TCC) (“Shotgun” clause may have 
impact on valuation of assets); Kieboom v. MNR, [1992] 2 C.T.C. 
59 (FCA) (Taxpayer “transferred” property to related parties by re- 
ducing equity in corporation on subscription for shares by related 
parties); Terry v. The Queen, [1985] 1 C.T.C; 135 (FCTD) (Gift of 
shares valued; evidence of Crown’s valuator, not having full access 
to information, rejected); Gervais v. The Queen, [1984] C.T.C. 661 
(FCTD) (Difference between acquisition price, paid by son to fa- 
ther, and fair market value not gift); Bouchard v. The Queen, [1983] 
C.T.C.. 173: (FCTD) (No capital gain on transfer to child of legal 
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estate of property held in trust by parents); Hutterian Brethren et al. 
v. The Queen, [1980] C.T.C. 1 (FCA) (Farming not charitable or 
religious activity; value of members’ labour not gift where they and 
families received colony’s support in return); Lea-Don Canada Ltd. 
v. MNR, [1970] C.T.C. 346 (SCC) (Proceeds of non-arm’s length 
sale of assets to parent company deemed fair market value). 


Regulations: 1102(14) — Class of depreciable property preserved 
on non-arm’s length acquisition. 


I.T. Application Rules: 20(1.3), 32. 


Interpretation Bulletins: IT-125R4: Dispositions of resource 
properties; IT-140R3: Buy-sell agreements; IT-188R: Sale of ac- 
counts receivable; IT-212R3: Income of deceased persons — rights 
or things; IT-213R: Prizes from lottery schemes and giveaway con- 
tests; IT-226R: Gift to a charity of a residual interest in real prop- 
erty or an equitable interest in a trust; IT-288R2: Gifts-of capital 
properties to a charity and others; [T-297R2: Gifts in kind to charity 
and others; [T-385R2: Disposition of an income interest in a trust; 
IT-403R: Options on real estate; IT-405: Inadequate considera- 
tions — acquisitions and dispositions; IT-427R: Livestock of farm- 
ers; IT-432R2: Benefits conferred on shareholders: IT-433R: Farm- 
ing or fishing —use of cash method; IT-442R: Bad debts and 
reserves. for doubtful debts; IT-504R2: Visual artists and writers. 
See also, list at end of s. 69. 


Information: Circulars: 87-2: International transfer pricing and 


_ other international transactions; 89-3: Policy statement. on business 


equity valuations. 


Advance Tax Ruling: ATR-1: Transfer of legal title in-land to 
bare, trustee corporation — mortgagee’s requirements .sole reason 
for transfer; ATR-9: Transfer of personal residence from corpora- 


‘tion to its controlling shareholder; ATR-36: Estate freeze. 


(1.1) Idem, where subsec. 70(3) applies — 
Where a taxpayer.has. acquired property that is. a 
right or thing to which subsection BAC) applies, the 
following rules apply: 


(a) paragraph (1)(c) is not applicable to that Hesp- 
erty; and 


(b) the taxpayer shall be deemed to have acquired 
the property at a cost equal to the total of 
(i) such part, if any, of the cost thereof to the 
taxpayer who has died as had not been de- 
ducted by the taxpayer in computing the tax- 
payer’s income for any year, and 


(1) any expenditures made. or incurred by. the 
taxpayer to acquire the property. 


Pre-RSC History: Subsec. 69(1.1) added by 1974-75- 16, c. 26, 


subsec. 37(1), applicable in respect of appropriations, dispositions 
or acquisitions of property after May 6, 1974. 


Interpretation Bulletins: IT-212R3: Income of deceased per- 
sons — rights or things; IT-427R: Livestock of farmers. See also 
list at end of s. 69. 


(1.2) Idem — Where, at any time, 
(a) a taxpayer disposed of property for proceeds 
of disposition (determined without reference to 
this subsection) equal to or greater than the fair 
market value at that time of the property, and 


(b) there existed at that time an agreement under 
which a person with whom the taxpayer was not 
dealing at arm’s length agreed to pay as rent, roy- 
alty or other payment for the use of or the right to 
use the property an amount less than the amount 
that would have been reasonable in the circum- 
stances if the taxpayer and the person had been 
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dealing at arm’s length at the time the agreement 
was entered into, 


the taxpayer’s proceeds of disposition of the prop- 
erty shall be deemed to be the greater of 


(c) those proceeds determined without reference 
to this subsection, and 


(d) the fair market value of the property at the 
time of the disposition, determined without refer- 
ence to the existence of the agreement. 


Related Provisions: 247(8) — Transfer pricing rules take prior- 
ity over subsec. 69(1. 2). 


‘History: Subsec. 69(1.2) added by 1994, c. 7, Sch. VII (1993, c. 
24), subsec. 27(1), applicable to dispositions occurring after Decem- 
ber 20, 1991. 


(2) [Repealed] 


Related Provisions: 67 — General limitation re expenses; 
127.55 — Minimum tax not applicable; 233.1 — Disclosure of 
transactions with related non-residents; 251 — Arm’s. length; 
253 — Extended meaning of carrying on business; Canada-U.S. tax 
treaty, Art. Ix — Adjustments for transactions between related per 
sons; Art. XII:7 — Withholding tax where ANE exceed arm’s- 
length amount. 


History: Subsec. 69(2) repealed by 1998, c..19, subsec. 107(1), ap- 
plicable to taxation years that begin after 1997. The ee for- 
merly read: 


(2) Unreasonable consideration [on dealings with non- 
resident] — Where a taxpayer has paid or agreed to pay to.a 
non-resident; person with whom the taxpayer was not dealing 
at.arm’s length as price, rental, royalty or other payment, for 
or for the use. or reproduction of any property, or as consider- 
ation for the carriage of goods or passengers or for other ser- 
vices, an amount greater than the amount (in this subsection 

‘referred to as “the reasonable amount”) that would have been 
reasonable in the circumstances if the non-resident person 
and the taxpayer had been dealing at arm’s length, the reason- 
able amount shall, for the purpose of computing the tax- 
payer’s income under this Part, be deemed to have been the 
amount that was paid or is payable therefor. 


Pre-RSC History: Subsec. 69(2) substituted by 1985, c. 45, sub- 
sec. 32(1), applicable with respect to transactions or events occur- 
ring after May 9, 1985. Subsec. 69(2) formerly read: 


(2) Idem — Where a taxpayer carrying on business in Can- 
ada has paid or agreed to pay, to a non-resident person with 
whom he was not dealing at arm’s length as price, rental, roy- 
alty or other payment for or for the use or reproduction of any 
property, or as consideration for. the carriage of goods or pas- 
sengers or for other services, an amount greater than the 
amount (in this subsection referred to as “the reasonable 
‘amount”) that would have been reasonable in the circum- 
stances if the non-resident person and the taxpayer had been 
dealing at arm’s length, the reasonable amount shall, for the 
purpose of computing the taxpayer’s income from the busi- 
ness, be deemed to have been the amount that was paid. or is 
payable therefor. 


Interpretation Bulletins: IT-468R: Management or administra- 
tion fees paid to non-residents. See also list at end of s. 69. 


Information Circulars: 87-2 and draft 87-2R: International trans- 
fer pricing and other international transactions; 94-4; International 
transfer pricing — advance pricing agreements (APA). 


(3) [Repealed] 


Related Provisions: 67 — General limitation re expenses; 
233.1 — Disclosure of transactions with related non-residents ; 
251 — Arm’s length; 253 — Extended meaning of carrying on, bus- 


S. 69(4) 


iness; Canada-U.S. tax treaty, Art. Ix —- Adjustments. for transac- 
tions between related persons. ts 


History: Subsec. 69(3) repealed by 1998, c. 19, subsec. 107(1), ap- 
plicable to taxation years that een after 1997. The subsec. for- 
merly read: 


(3) Idem — Where a non-resident person has neither paid nor 
agreed to pay to a taxpayer with whom the person was not 
dealing at arm’s length as price, rental, royalty or other pay- 

_ment for or for the use or reproduction of any property or as 
consideration for the carriage of goods or passengers or for 
other services, an amount equal to or greater than the amount 
that would have been a reasonable amount in the circum- 
stances if the non-resident person and the taxpayer had been 
dealing at arm’s length, that reasonable amount shall, for the 
purpose of computing the taxpayer’s income under this Part, 
be deemed to have been received or ote by the tax- 
payer therefor. 


Subsec. 69(3) substituted by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 47(1), applicable to transactions or events occurring alte July 
13,‘1990: Subsec. 69(3) formerly read: 


GB) Idem — Where a non-resident person has Seinen paid nor 
agreed to pay to a taxpayer with whom the [person] was not 
dealing at arm’s length as price, rental, royalty or other pay- 
ment for or for the use or reproduction of any property, or as 
consideration for the carriage of goods or passengers or for 
other services, the amount that would have been reasonable in 
the circumstances if the non-resident person and the taxpayer 
had been dealing at arm’s length, that amount shall; for the 
purpose of computing the taxpayer’s income under this Part, 
be deemed to have been received or receivable by. the tax- 
payer therefor. 


Pre-RSC History: Subsec. 69(3) substituted by 1985, c. 45, sub- 
sec. 32(1), applicable with respect to transactions or events occur- 
ring after May 9, 1985. Subsec. 69(3) formerly read: 


(3) ldem — Where a non-resident person has. paid, or agreed 
to pay, to a taxpayer carrying on business in Canada with 
whom he was not dealing at arm’s length as price, rental; roy- 
alty or other payment for or for the use or reproduction of any 
property, or as:consideration for the carriage of goods or pas- 
sengers or for other services, an amount less than the amount 
(in this subsection referred to as “the reasonable amount’) 
that would have been reasonable in the.circumstances.if the 
non-resident person and the taxpayer had been dealing at 
arm’s length, the reasonable amount shall, for the purpose of 
computing the taxpayer’s income from the business, be 
deemed to have been the amount that was paid or is payable 
therefor. 


Interpretation Bulletins: See list at end of s.69. 


Information Circulars: 87-2 and draft 87-2R: International trans- 
fer pricing and other international transactions; 94-4: International 
transfer pricing — advance pricing agreements (APA). 


(4) Shareholder appropriations — Where at any 
time property of a corporation has been appropriated 
in any manner whatever to or for the benefit of a 
shareholder of the corporation for no consideration 
or for consideration that is less than the property’s 
fair market value and a sale of the property at its fair 


| market value would have increased the corporation’s 


income or reduced a loss of the corporation, the cor- 
poration shall be deemed to have disposed of the 
property, and to have received proceeds of disposi- 
tion therefor equal to its fair market value, at that 
time. 


Related Provisions: 15(1) — Benefit conferred on shareholder. 
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History: Subsec. 69(4) substituted by 1994, c. 21, s. 32, applicable 

to appropriations occurring after December 21, 1992: That subsec. 

formerly read: 
(4) ldem — Where propertyof a corporation has been appro- 
priated in any manner whatever to, or for the benefit of, a 
shareholder, for no consideration or for a consideration below 
the fair market value, if the sale thereof at the fair market 
value would have increased the corporation’s income for a 
taxation year, for the purpose of determining the corpora- 
tion’s income for the year, it shall be deemed to have sold the 
property during the year and to have received therefor the fair 
market value thereof. 


Selected Cases [Subsec. 69(4)]: Boardman et al. v. The Queen, 
[1986] 1 €.T.C..103 (FCTD); appealed to FCA (Dec. 20, 1985), 
File A-1015-85 (Transfer of title to houses pursuant to order in di- 
vorce proceedings deemed sale at fair market value). 


Interpretation Bulletins: See list at end of s. 69. 


(5) Idem — Where in a taxation year of a corpora- 
tion property of the corporation has been. appropri- 
ated in any manner whatever to, or for the benefit of, 
a shareholder, on the winding-up of the corporation, 
the following rules apply: 


(a) the corporation is deemed, for the purpose of 
computing its income for the year, to have dis- 
posed of the property immediately before the 
winding-up for proceeds equal to its fair market 
value at that time; 


(b) the shareholder shall be deemed to have ac- 
quired the property at a cost equal to its fair mar- 
Ket value immediately before ‘the winding-up; 


(c) subsections 52(1), (1.1). and (2) are not appli- 
cable for the purposes of determining the cost to 
the shareholder of the property; and 


(d) subsections 13(21.2); 14(12), 18(15) and 
40(3.4) and (3.6) do not apply in respect of any 
property disposed of on the winding-up. 


.(e) [Repealed] 


Related Provisions: 15(1) — Benefit conferred on shareholder; 
54“superficial loss’(h) — Superficial loss rule inapplicable when 
69(5) applies; 84(2) — Distribution on winding-up, etc. 


History: Paras. 69(5)(a) and (d) amended and (e) repealed by 1998, 
c. 19, subsecs. 107(2) and (3), para. (a) applicable to. windings-up 
that begin after 1995, para. (d) applicable to windings-up that begin 
after April 26,1995 except that, in its application to windings-up 
that began before 1996, it shall be read as. follows: 


(d) subsections 13(21.2), 1412), 18(15), 40(3.4) and (3.6) 
and 85(4) and (5.1) do not apply to the winding-up; and 
and the repeal of para. (e) applicable to windings-up that begin after 
1995. The paras. formerly read: 


(a) for the purpose of computing the corporation’s income for 
the year, 


(1) it shall be deemed to have sold each such property im- 
mediately before the winding-up and to have received 
therefor the fair market ‘value thereof at that time, ‘and 


(ii) paragraph 40(2)(e) shall not apply in computing the 
loss, 1f any, from the sale of any such property; 


(d) subsections 85(4) and (5.1) shall not apply in respect of 
the winding-up; and 

(e) paragraph 40(2)(e) does not apply in computing the loss, 
if any, of the shareholder from the disposition of a share of 
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the capital stock of the corporation to the corporation on the 
winding-up. 
Para. 69(5)(e) added by 1994, c, 7, Sch. II (1991, c, 49), subsec. 
47(2), applicable to dispositions of shares after 1985... 


Pre-RSC History: Para. 69(5)(d) substituted by 1980-8 1-82-83, c. 
140, subsec. 38(1), applicable with respect to appropriations occur- 
ring after November 12, 1981. Para. 69(5)(d) formerly read: 
(d) subsection 85(4) shall not apply in respect of the winding- 
up, i on 
Para. 69(5)(d) added by 1979, c. 5, s. 22, applicable in respect of an 
appropriation of property after November 16, 1978. 


Subsec. 69(5) substituted by 1974-75-76, c..26, subsec. 37(2), appli- 
cable in respect of appropriations, dispositions or acquisitions of 
property after May 6, 1974. Subsec. 69(5) formerly read: 


(5) Where property of a corporation has been appropriated in 
any manner whatever to, or for the benefit of, a shareholder, 
on the winding-up of the corporation, if the sale thereof at the 
fair market value immediately prior to the winding-up would 
have increased the corporation’s income for a taxation year, 
for the purpose of determining the corporation’s income for 
the year, it shall be deemed to have sold the property during 
the year and to have received therefor the fair market value 
thereof. 


Interpretation Bulletins: IT-444R: Gorpeidonaaedu sonar 
dissolutions; IT-488R2: Winding-up of 90%-owned taxable Cana- 
dian corporations. See also list at end of s. 69. 


Information Circulars: 89-3: Policy statement on business un 
valuations. 


(6) idem — Where: a taxpayer who is an operator 
with respect to a natural accumulation of petroleum 
or natural gas in Canada, an oil or gas well in Can- 
ada or a mineral resource in Canada disposes by vir- 
tue of an obligation imposed by statute or a contrac- 
tual obligation substituted for an obligation imposed 
by statute of any petroleum, natural gas or related 
hydrocarbons or metal or minerals produced in the 
operation to 


(a) Her Majesty in right of Canada or a province, 


(b) an agent of Her Majesty in right of Canada or 
a province, or 


(c) a corporation, commission or association that 
is controlled by Her Majesty in right of Canada 
or a province or by an agent of Her Majesty in 
right of Canada or a province 
for no proceeds of disposition or for proceeds of dis- 
position less than the fair market value thereof at the 
time the taxpayer so disposes of it, the taxpayer shall 
be deemed to have received proceeds of. disposition 
therefor equal to that fair market value determined, 
in circumstances where the taxpayer is required by a 
law or contract to so dispose thereof, without regard 
to that law or contract. 
Related Provisions: 69(7) — Unreasonable consideration; 


104(29) — Amounts deemed to be payable to beneficiaries ; 
219(1)(k) — Reduction in branch tax. 


Pre-RSC History: Para. 69(6)(c) amended by 1988, c. 55, subsec. 
48(1), to substitute “that is controlled” for “that is’ controHed} di- 
rectly or indirectly in any manner whatever,” applicable to taxation 
years commencing after 1988. 


All that portion of subsec. 69(6) preceding para. (a) amended by 
1986, c. 6, subsec. 31(2), applicable to taxation years ending after 
March 1985 to substitute “is an operator with respect to a natural 
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accumulation of petroleum or natural gas in Catiada,” for’ “oper- 
ates”, to add “in Canada” after “an oil or gas well” and to substitute 
“the operation to” for “the operation of such well or resource to”. 


Subsec. 69(6) substituted by 1977-78, ¢. 32, 8:13, applicable after 

April 10, 1978. Subsec. 69(6) formerly read: sy ; 

_ (6) Where,a taxpayer who operates, an.oil.or gas;well or min: 
eral resource in Canada disposes. of..any..petroleum,, natural. 
gas or related hydrocarbons or metal or industrial minerals 
ag as in the operation of such well or resource to’ 


(a) Her Majesty in right of Canada or a province, 


(b) an agent of Her Majesty in right of Canada or a prov: 
ince, or 


(c) a corporation, commission. or asbociation that is con- 
trolled, directly or indirectly in any manner whatever, by 
Her Majesty in right of Canada or a province or by an 
agent of Hér Majesty in right of Canada ora province 


for no proceeds of disposition or for: proceeds of ‘disposition 
Jess than the fair market value thereof at the: time he-so dis- 
poses of it, he shall be deemed. to.have. received proceeds of 
disposition therefor equal to that. fair market value deter- 
mined, in circumstances where he is required by a law or con- 
* tract‘ to so. dispose: thereof, without wea to:that law or~ 
contract. | i 


Stibsec. 69(6) added by: 1974-75-76, c. 26, subsec. 37(2), applicable 
in respect of appropriations, dispositions or: acquisitions of property 
after May 6; 1974. 


Remission Orders: Syncrude Remission Order, CRG. 1978,.6. 


794 (P.C. 1976-1026) (remission of tax on toyalties etc. relating to. 


the Syncrude Project). 


Interpretation Bulletins: IT-438R2: Crown Gadhads — resource 
properties in Canada. See also list at end of s. 69. 


(7) idem — Where a taxpayer who is an operator 
with respect to a natural accumulation of petroleum 
or natural gas in Canada, an oil or gas well in Can- 
ada or a mineral resource in Canada acquires any pe- 
troleum, natural gas or related hydrocarbons or metal 
or, minerals produced in the operation from 


(a) Her Majesty in right of Canada or a province, 


(b) an agent of Her Majesty in right of Canada or 
a province, or 


(c) a corporation, commission or. ahsGcitinns that 


is controlled by Her Majesty in right of Canada | 


or a province or by an agent of Her Majesty ir in 
. right of Canada or a province 


for an amount in excess of the fair market value 
thereof at-the time the taxpayer so acquired. the pe- 
troleum, natural gas or related hydrocarbons or metal 
or minerals, the taxpayer shall be deemed. to have.ac- 
quired the petroleum, natural gas or related hydro- 
carbons or metal or minerals at that fair market value 
determined, in circumstances where the taxpayer is 
required by a law or contract to so acquire the petro- 
leum, natural gas or related hydrocarbons or metal or 
minerals, without regard to, that law or. contract. 

Related Provisions: 69(9) — Fair market value of resource out- 


put acquired from Crown; .104(29) — Amounts deemed to be paya- 
ble to beneficiaries; 219(1)(k) — Reduction in branch tax. 


Pre-RSC History: Para. 69(7)(c) amended by’ 1988, c. 55, subsec. 
48(2), to substitute “that'is controlled” for “that is controlled, di- 
rectly or indirectly in any manner whatever,” applicable to taxation 
years commencing after 1988. 


S. 69(8) 


All that portion of subsec. 69(7) preceding para. (a) amended ‘by 


1986,.¢. 6, subsec. 31(2), applicable to taxation years ending: after 
March 1985, to substitute “is an operator with respect to a. natural 
accumulation of petroleum or natural gas in Canada” for “operates”, 
to add “in Canada” after “an oil or gas well” and to substitute “the 


‘operation, from” for “the operation of such well or resource from”. 


Subsec. 69(7) substituted by 1977-78; °c. 32, s..13, applicable after 
April 10, 1978. Subsec. 69(7) formerly read: 


(7) Where a taxpayer who operates an oil or gas well or a 
mineral resource in Canada acquires any petroleum, natural 
gas or related hydrocarbons or metal or industrial minerals 
‘produced in the operation of such well or resource from 


(a) Her: Majesty in right of Canada or a province, 


(b) an agent of Her Majesty in right of panne or a prov- 
ince, or — 


(c) a corporation, commission or association that is con- 
trolled, directly or indirectly in any manner whatever, by 
Her: Majesty in right of Canada or a province or by an 
agent of Her Majesty in right of Canada or a province 


for an amount in excess of the fair market value thereof at. the 
time he so acquired the petroleum, natural gas or related hy- 
drocarbons or metal or industrial minerals, he shall be 
deemed to have.acquired the petroleum, natural gas or related 
hydrocarbons or metalior industrial minerals at that fair mar- 
ket value determined, in circumstances where he is required 
by a law or contract to so acquire the petroleum, natural gas 
or related hydrocarbons or metal or industrial minerals, with- 
out regard to that law or contract. 


Subsec. 69(7) added by 1974-75-76, c. 26, subsec. 37(2), applicable 
in respect of appropriations, dispositions or acquisitions of property 
after May 6, 1974. 

Remission Orders: Syncrude Remission Order, C.R.C. 1978, c. 
794 (P.C. 1976-1026) (remission of tax on royalties etc. relating to 
the Syncrude Project). 


Interpretation Bulletins: IT-438R2: Crown charges — resource 
properties in Canada. See also list at end of s. 69. 


(7.1) [Repealed under former Act] 


Pre-RSC History: Subsec, 69(7.1) repealed by 1984, c. 1, subsec. 
31(1), applicable with respect to dispositions of aviation turbine fuel 
occurring after April.30, 1983. Subsec. 69(7.1) formerly read: 


(7.1) Aviation turbine fuel — Where in a month a taxpayer 
has disposed of aviation turbine fuel, he shali be deemed to 
have received, for each cubic metre of aviation turbine fuel so 
disposed of that was used on an international flight (within 
the meaning assigned by subsection 234.1(4)) and for which 
an export licence is required under Part VI of the National 
Energy Board Act, proceeds of disposition Sages to the aggre- 
gate of 


(a) the proceeds, of disposition thereof as determined 
without reference to this subsection, and 


(b) the amount prescribed in respect of a cubic metre of 
aviation turbine fuel for that month. 


Subsec. 69(7.1) added by 1980-81-82-83, c. 140, subsec. 38(2), ap- 
plicable with respect to dispositions occurring after January 31, 
1982, except that with respect to dispositions occurring after Janu- 
ary 31, 1982 and before March 1, 1982, subsec: 69(7.1) shall be 
read without reference to the words “and for which an export li- 
cence jis required under Part VI of the National Energy Board Act’. 


(8) Fair market value of resource output 
disposed of to Crown — For the purposes of 
subsection (6), the fair market value at the time of 
disposition of a unit of any particular quantity of pe- 
troleum, natural gas or related hydrocarbons or metal 
or minerals disposed of by the taxpayer referred to in 
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that subsection to a person referred to in any of 
paragraphs (6)(a) to (c) shall be deemed to be the 
amount by which 


(a) the average proceeds of disposition that be- 
came receivable in the month that included that 
time by that person for the disposition of a like 
unit from a person other than a person referred to 
in any of paragraphs (6)(a) to (c) 


exceed the total of 


(b) the average total of all expenses (including 
depreciation) incurred by that person in respect of 
that month for each like unit that may reasonably 
be attributed to transmitting, transporting, mar- 
keting or processing thereof to. the extent that 
those expenses are reasonable and necessary and 
do not include any cost of acquisition’ thereof, 
and 


(c) in respect of the unit disposed of by. the tax- 
payer, the amount that may reasonably be attrib- 
uted as being an amount paid to, an amount that 
became payable to or an amount that became re- 
ceivable by, Her Majesty in Right of Canada for 
the use and benefit of a band or bands as defined 
in the Indian Act. 


Related Provisions: 69(10)— Certain persons deemed. to. be 
same person. 


Pre-RSC History: All that portion of subsec. 69(8) following 
para. (a) substituted (para. (c), added), by 1985,.c..45, subsec. 32(2), 
applicable to 1978 et seg. That portion of subsec. 69(8) formerly 
read: 


exceeds 


(b) the average aggregate of all expenses (including de- 
preciation) incurred by that person in respect of that 
month for each such unit that may reasonably be attrib- 
uted to transmitting, transporting, marketing or process- 
ing thereof to the’ extent that such expenses are reasona- 
ble and necessary and do not include any cost of 
acquisition thereof. 


Subsec, 69(8) substituted by 1977-78, ‘c. 32, s. 13, applicable after 
April 10, 1978. Subsec. 69(8) formerly read: 


(8) For the purposes of subsection (6), the fair market value at 
the time of disposition of a,unit of any particular quantity of 
petroleum, natural gas or related hydrocarbons or metal or in- 
dustrial minerals disposed of by the taxpayer referred to in 
that subsection to a person referred to in any of paragraphs 
(6)(a) to (c) shall be deemed to be the amount by which 


(a) the average proceeds of disposition that became re- 
ceivable in the month that included that time. by that per- 
son for the disposition of a like unit from a person other 
than a person referred to in any of paragraphs (6)(a) to (c) 


exceeds 


(b) the average aggregate of all expenses (including de- 
preciation) incurred by that person in respect of: that 
month for each such unit that may'reasonably be attrib- 
uted to transmitting, transporting, marketing or process- 
ing thereof to the extent that such expenses are Teasona- 
ble and necessary and ‘do not include any’ cost of 
acquisition thereof. 


Subsec. 69(8) added by 1974-75-76, c. 26, subsec. 37(2), applicable 
in respect of appropriations, dispositions or acquisitions of property 
after May 6, 1974. 
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Remission Orders: Syncrude Remission Order, C.R.C, 1978, c. 
794 (P.C. 1976-1026) (remission of tax on bevels etc. relating to 
the Syncrude Project). 


Interpretation Bulletins: IT-438R2: Crown charges — resource 
properties in Canada. See also, list at end of s. 69. | 


(9) Fair market value of resource output 
acquired from Crown — For the purposes of sub- 
section (7), the fair market value of a unit of any par- 
ticular quantity of petroleum, natural gas or related 
hydrocarbons or metals or minerals acquired by the 
taxpayer referred to in that subsection from a person 
referred to in any of paragraphs (7)(a) to (c) shall be 
deemed to be equal to the total of 


(a) the amount, if any, paid or payable to the tax- 
payer by that person in respect of that unit, and 


(b) the amount, if any, in respect of that unit paid 
or payable to Her Majesty in right of Canada by 
that person for the use and benefit of a band or 
bands as defined in the Indian Act. 


Pre-RSC History: Subsec. 69(9) substituted by 1985, c. 45, sub- 
sec. 32(3), applicable to 1978 et seg. Subsec. 69(9) formerly read: 


(9) Fair market value of resource output acquired from 
Crown — For the purposes of subsection (7), the fair market 
value of a unit of any particular quantity of petroleum, natural 
gas or related hydrocarbons or metal or minerals acquired by. 
the taxpayer referred to in that subsection from a person re- - 
ferred to in any of paragraphs (7)(a) to (c) shall be deemed to 
be equal to the amount, if any, paid or sees to the ie ae 
by that person in respect of that unit. 


Subsec. 69(9) substituted by 1977-78, c. 32, s. 13, applicable after 
April 10, 1978. Subsec. 69(9) formerly read: 


(9) For the purposes of subsection (7), the fair market value 
of a unit of any particular quantity of petroleum, natural gas 
or related hydrocarbons or metal or industrial minerals ac- 
quired by the taxpayer referred to in that subsection from a 
person referred to in any of paragraphs (7)(a) to (c) shall be 
deemed to be equal to the amount, if any, paid or payable to 
the taxpayer by: that person in respect of that unit. 


Subsec. 69(9) added by 1974-75-76, c. 26, subsec. 37(2), applicable 
in respect of appropriations, dispositions or pepe bts of property 
after May 6, 1974. 


Remission Orders: Syncrude Remission Order, C.R.C. 1978, c. 
794 (P.C. 1976-1026) (remission of tax on woyaliies etc. relating to 
the Syncrude Project). 


Interpretation Bulletins: IT-438R2: Crown charges — resource 
properties in Canada. See also list at end of s. 69. 


(10) Certain persons deemed to be same per- 
son — For the purposes of subsection (8), where a 
person referred to in any of paragraphs (6)(a) to (c) 
disposes of a unit of any particular quantity of petro- 
leum, natural gas or related hydrocarbons or metal or 
minerals to another person referred to in any of those 
paragraphs, those persons shall be deemed to be the 
same person. 


Pre-RSC History: Subsec. 69(10) substituted by 1977-78, c. 32, s. 
13, applicable after April 10, 1978. Subsec. (10) formerly read: 


(10) For the purposes of subsection (8), where a person re- 
ferred to in any of paragraphs (6)(a) to (c) disposes of a unit 
of any particular quantity of petroleum, natural gas or related 
hydrocarbons or metal or industrial minerals to another per- 
son referred to in any of those paragraphs, those persons shall 
be deemed to be the same person. 
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Subsec. 69(10) added by 1974-75-76, c. 26, subsec. 37(2), applica- 
ble in respect of appropriations, dispositions or acquisitions of prop- 
erty after May 6, 1974. 


Remission Orders: Syncrude Remission Order, C.R.C. 1978, c. 
794 (P.C..1976-1026) (remission of tax on royalties etc. relating to 
the Syncrude Project). 


Interpretation Bulletins: IT-438R2: Crown charges — resource 
properties in Canada. See also list at end of s. 69. 


(11) Deemed proceeds of disposition — 
Where, at any particular time as part of a series of 
transactions or events, a taxpayer disposes of prop- 
erty for proceeds of disposition that are less than its 
fair market value and it can reasonably be considered 
that one of the main purposes of the series is 


(a) to obtain the benefit of 


(i) any deduction (other than a deduction 
under subsection 110.6(2.1) in respect of a 
capital gain from a disposition of a share ac- 
quired by the taxpayer in an acquisition to 
which subsection 85(3) or 98(3) applied) in 
computing income, taxable income, taxable 
income earned in Canada or tax payable under 
this Act, or 


(ii) any balance of undeducted outlays, ex- 
penses or other amounts 


available to a person (other than a person that 
would be affiliated with the taxpayer immediately 
before the series began, if section 251.1 were 
read without reference to the definition “con- 
trolled” in subsection 251.1(3)) in respect of a 
subsequent disposition of the property or property 
substituted for the property, or 


(b) to obtain the benefit of an exemption availa- 
ble to any person from tax payable under this Act 
on any income arising on a subsequent. disposi- 
tion of the property or property substituted for the 
property, 


notwithstanding any other provision of this Act, 
where the subsequent disposition occurs, or arrange- 
ments for the subsequent disposition are made, 
before the day that is 3 years after the particular 
time, the taxpayer is deemed to have disposed of the 
property at the particular time for proceeds of dispo- 
sition equal to its fair market value at the particular 
time. 


Related Provisions [subsec. 69(11)]: 69(12) — Reassessment 
to give effect to 69(11); 69(13) — Amalgamation or merger; 
69(14) — Where corporation incorporated during series of transac- 
tions; 87 — Amalgamations; 88(1) — Winding-up; 160(1.1) — 
Joint liability of vendor and specified person; 248(5) — Substituted 
property. 


History: Subsec. 69(11) amended by 1998, c. 19, subsec. 107(4), 
applicable to each disposition that is part of a series of transactions 
or events that begins after April 26, 1995, other than a disposition 
that occurred before 1996 to a person who was obliged on that day 
to acquire the property under the terms of an agreement in writing 
entered into on or before that day, and for the purpose of this appli- 
cation, a person is considered not to be obliged to acquire property 
where the person can be excused from the obligation if there is a 
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change to the Act or if there is an adverse assessment under the Act. 
The subsec. formerly read: 


(11) Where, at any time as part of a series of transactions, a 
person or partnership (in this subsection and subsection (12) 
referred to as the “vendor”) has disposed of property for pro- 
ceeds of disposition that are less than its fair market value and 

~ it may reasonably be considered that one of the main pur- 
poses of the series was to obtain the benefit of 


(a) any deduction in computing income, taxable income, 
taxable income earned in Canada or tax payable under 
this Act, or 


(b) any balance of undeducted outlays, expenses or other 
amounts 


available to a specified person in respect of a subsequent dis- 
position of the property or property substituted for the prop- 
erty, notwithstanding any other provision of this Act, the ven- 
dor shall, where the subsequent disposition occurs within 
three years after that time, be deemed to have disposed of the 
property at that time for proceeds of disposition equal to its 
fair market value at that time. 


Pre-RSC History: Subsec. 69(11) added by 1987, c. 46, s. 24, 
applicable with respect to property disposed of after January 15, 
1987 except where the person or partnership disposing of the prop- 
erty after that date was obliged on that date to dispose of it pursuant 
to an agreement in writing entered into on or before that date or 
where the person or partnership disposed of the property as part of a 
series of transactions that commenced on or before that date. 


Interpretation — “obliged to acquire or dispose of 
property or to acquire control of a corporation”: 1987, c. 
46, s. 72 reads as follows: 


72. For the purposes of this Act, a person shall be considered 
not to be obliged either to acquire or dispose of property or to 
acquire control of a corporation, as the case may be, if the 
person may be excused from performing the obligation as a 
result of changes to the [Income Tax Act] affecting acquisi-_ 
tions or dispositions of property or acquisitions of control of 
corporations. 


Interpretation Bulletins: IT-488R2: Winding-up of 90%-owned 
taxable Canadian corporations. See also list at end of s. 69. 


Information Circulars: 88-2, para. 9: General anti-avoidance 
rule — section 245 of the Income Tax Act. 


I.T. Technical News: No. 9 (loss consolidation within a corporate 
group). 


Pre-RSC History [former subsec. 69(11)]: Former subsec. 
69(11) repealed by 1984, c. 1, subsec. 31(2), applicable with respect 
to dispositions of aviation turbine fuel occurring after April 30, 
1983. Subsec. 69(11) formerly read: 


(11) Interpretation — For the purposes of subsection (7.1), 

aviation turbine fuel shall be deemed to be used on an inter- 

national flight if 
(a) it is purchased in Canada by an air carrier that is resi- 
dent in Canada and is specified, on a fuel certificate re- 
ferred to in section 234.1, to be fuel used on an interna- 
tional flight; or 
(b) it is purchased in Canada by an air carrier that is not 
resident in Canada, unless it is purchased in respect of an 
aircraft having a maximum take-off weight not exceeding 
34,000 kilograms. 

Subsec. 69(11) added by 1980-81-82-83, c. 140, subsec. 38(3), ap- 


plicable with respect to dispositions occurring after January 31, 
1982. 


(12) Reassessments — Notwithstanding subsec- 
tions 152(4) to (5), the Minister may at any time 
make such assessments or reassessments of the tax, 
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interest and penalties payable by the taxpayer as are 
necessary to give effect to subsection (11). 


History: Subsec. 69(12) amended by 1998, c. 19, subsec. 107(4), 
applicable on the same basis as the amendment to subsec. 69(11). 
The subsec. formerly read: . 


(12) Definition of “specified person” — For the purposes of 
subsection (11), a “specified person”’ is 


(a) a person that was not (otherwise than by. virtue of a 
right referred to in paragraph 251(5)(b)) related. to the 
vendor immediately before the series. of transactions 
commenced; 


(b) a partnership of which neither the vendor nor a person 
who was (otherwise than by virtue of a right referred to 
in paragraph 251(5)(b)) related to the vendor immedi- 
ately before the series commenced was a majority inter- 
est partner (within the meaning assigned by subsection 
97(3.1)) immediately before the series commenced; or 


(c) where the vendor is a partnership, a person who was 
neither 


(i) a majority interest partner (within the meaning as- 
signed by subsection 97(3.1)) of the partnership im- 
mediately before the series commenced, nor 


(i1).a person who was (otherwise:than by virtue of a 
right referred to in paragraph 251(5)(b)) related to a 
person described in subparagraph (i).immediately 
before the series commenced, 


Pre-RSC History: Subsec. 69(12) added by 1987, \c. 46, s. 24; 
applicable with respect to property disposed of after January 15, 
1987 except where the person or partnership disposing of the prop- 
erty after that date was obliged on that date to dispose of it pursuant 
to an agreement in writing entered into on or before that date or 
where the person or partnership disposed of the property as part of a 
series of transactions that commenced on or before that date. See 
“Interpretation” under subsec. 69(11). 


Interpretation Bulletins: See list at end of s. 69. 


(12.1) [Repealed] 


History: Subsec. 69(12.1) repealed by 1998, c. 19, subsec. 107(4), 
applicable on the same basis as the amendment to subsec. 69(11). 
The subsec. formerly read: 


(12.1) Application of subsecs. (11) and (12) — Subsec- 
tions,(11) and (12) are applicable with respect to property dis- 
posed of after January 15, 1987 except where the person or 
partnership disposing of the property after that date was - 
obliged on that date to dispose of it pursuant to an agreement 
in writing entered into on or before that date or where the 
person or partnership disposed of the property as part of a 
series of transactions that commenced on or before that date. 


(12.2) [Repealed] 


Origin of subsecs. 69(12.1), (12.2): R.S.C. 1985, c. 1 (5th 
Supp.). This was formerly an application rule in 1987, c. 46, s. 24. 


History: Subsec. 69(12.2) repealed by 1998, c. 19, subsec. 107(4), 

applicable on the samé basis as the amendment to subsec. 69(11). 

The subsec. formerly read: 
(12.2) Obligation to acquire property, etc. — For the pur- 
poses of subsection (12:1), a person shall be considered not to 
be obliged either to acquire or dispose of property if the per- 
son may be excused from performing the obligation as a re- 
sult of changes to this Act affecting acquisitions or disposi- 
tions of property. 


(13) Amalgamation or merger — Where there is 
an amalgamation or merger of a corporation with 
one or more other corporations to form one corporate 
entity (in this subsection referred to as the “new cor- 


Income Tax: Act, Part I, Div. B» 


poration”), each property of the corporation that be- 
comes property of the new corporation as a result of 
the amalgamation or merger is deemed, for the pur- 
pose of determining whether subsection (11) applies 
to the amalgamation ‘or merger, to have been dis- 
posed of by the corporation immediately before the 
amalgamation or merger for proceeds equal to 


(a) in the case of a Canadian resource property or 
a foreign resource property, nil; and. 


(b) in the case of.any other property, the cost 
amount to the corporation of the property imme- 
diately before the amalgamation or merger. 


Related Provisions: AO Ce —Rules applicable — capital 
property. 

History: Subsec. 69(13) amended by 1998, c. 19, subsec. 107(5), 
applicable to amalgamations and mergers that occur after April 26, 
1995..The subsec. formerly read: 


(13) Where there has been an amalgamation or merger of a 
corporation with one or more other corporations to form one 
corporate entity (in this subsection referred to. as the “new 
corporation”), each property of the corporation that became 
property of the new corporation as a result of the amalgama- 
tion or merger shall be deemed, for the purpose of determin- 
ing whether subsection (11) is applicable in respect of the 
amalgamation or merger, to have been disposed of by the cor- 
poration immediately before the amalgamation or merger for 
proceeds of disposition equal to 


(a) in the case of a Canadian resource property or a for- 
eign resource property, nil; and 

(b) [Repealed] 

(c) in the case Of any other property, the cost amount to 


the corporation of the property ear TTS before the 
amalgamation or merger. 


Para. 69(13)(b) repealed by 1994, c.'7, Sch. VII (1993,.c: 24), sub- 
sec. 27(2), applicable to an amalgamation or. merger of a corpora- 
tion occurring after the beginning of its first taxation year beginning 
after June 1988. Para. (b) formerly read: - 
(b) in the case of eligible capital property, an amount equal to 
4/3 of the cost amount to the corporation of the property imme- 
diately before the amalgamation or merger; and ° 
Pre-RSC History: Para. 69(13)(b) amended by 1988, ce. 55, sub- 
sec. 48(3), to substitute “eligible capital property” for “any eligible 
capital property” and “3 of the cost, amount” for “twice the cost 
amount”, applicable with respect to an amalgamation or merger of a 
corporation occurring after the commencement of its first taxation 
year commencing after June 1988.: 


Subsec. 69(13) added by 1987, c.'46, s. 24, applicable with respect 
to amalgamations and mergers occurring after January 15, 1987. 


(14) New taxpayer — For the purpose of subsec- 
tion (11), where a taxpayer is incorporated or other- 
wise comes into existence at a particular time during 
a series of transactions or events, the taxpayer is 
deemed. 


(a) to have existed at the time that was immedi- 
ately before the series began; and 


(b) to have been affiliated at that time with:every 
person with whom the taxpayer is affiliated (oth- 
erwise than because of a right referred to in para- 
graph 251(5)(b)) at the particular time... 
History: Subsec. (14) added by 1998, c. 19, subsec.: 107(5), spiie 


cable to each disposition that is part of a series of transactions or 
events that begins after April 26, 1995, other than a disposition that 
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occurred before 1996 to:a person who was obliged on that day to 
acquire the property under the terms of an agreement in writing en- 
tered into on or before that day, and for the purpose of this ‘applica- 
tion,.a person is considered not to be obliged to acquire property 
where the person can be excused from the obligation if there is a 
change to the Act or if there is an adverse assessment under the Act. 
Definitions [s. 69]: “amount” — 248(1); “affiliated” — 69(14), 
251.1; “assessment” — 248(1); “business” — 248(1); “Canada” — 
255; “Canadian resource property” — 66(15), 248(1); “corpora- 
tion” — 248(1), Interpretation Act 35(1); “eligible capital prop- 
ety” — 54, 248(1); “foreign resource property” — 66(15), 248(1); 
“non-resident”, “‘oil or gas well”, “person”, “prescribed” — 248(1); 
“proceeds. of disposition” — 54 [technically doesnot apply to s. 
69]; “property” —- 248(1); “province” — Interpretation Act 35(1); 
“series of transactions or.events” — 248(10); “shareholder” — 
248(1); Substituted property” — 24865); “tax, payable”, — 248(2); 
“taxable income” — 2(2), ZA8(1); “taxable income earned in Can- 
ada” — 115(1), 248(1); “taxation ye —11(2), 249; “tax- 
payer’ ” — 248(1). 

Interpretation Bulletins [s. 69]: IT-169: Price nid Nerieit 
clauses; IT-209R: Inter vivos gifts of capital property to individuals 
directly or through trusts; IT-268R4: Jnter vives transfer of farm 
property to child; IT-490: Barter transactions. : 


70. (1) Death ofa taxpayer — In computing the 
income of a taxpayer for.the taxation year in, which 
the taxpayer died, , 


(a) an amount: of interest, rent, oyalty ain hui 
(other than an amount with respect to an ‘interest 
in an annuity contract to which paragraph 
148(2)(b) applies), remuneration from. an office 
or employment,:or other amount payable periodi- 
cally, that was, not paid before the taxpayer’s 
death, shall: be deemed to have accrued. in. equal 
daily amounts in the period for or in respect. of 
which the amount was payable, and the value of 
the portion thereof so deemed to have accruéd to 
the day of death shall be included in computing 
the taxpayer’s income for the year in which the 
taxpayer died; and — 


(b), paragraph. 12( 1)(t) shall. be read..as follows:: 


“(t) the amount deducted under subsection 
127(5) or (6) in computing the taxpayer’s 
tax payable for the year or a preceding taxa- 
‘tion year to the extent that it was not in-— 
cluded in computing the taxpayer’s income 
for a preceding taxation year under this par- 
agraph or is not included in an amount deter- 
mined under paragraph 13(7.1)(e) or 
37(1)(e) or subparagraph 53(2)(c)(vi) or 
(h)(ii) or for I in the definition “un- 
depreciated capital cost” in subsection 
13(21) or L in the definition “cumulative 
Canadian exploration expense” in subsection , 
66.1(6);” 
Related Provisions: 7(1)(e) — Stock option benefit where em- 
ployee has died;'28(1)— Farming or fishing businéss; 61.2 — De- 
duction of debt forgiveness reserve for year of death; 70(5) — Capi- 
tal property of deceased; 80(2)(p), (q):— Debt forgiveness rules — 
debt. obligation settled by estate; 118.1(1)“total gifts”(a)(i); 
118. 1(5) — Unlimited claim for. charitable donations after, death; 
146(8.8) — RRSP — effect of death; 146.01(6) — RRSP Home 
Buyers’. Plan — income inclusions; 146.3(6)— RRIF — effect-of 
death; 147.2(6) — Additional deductible pension. contributions for 
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year of death; 148.1(2)(b)(j) — No tax on provision <of funeral or 
cemetary’ services from eligible funeral arrangement; 156.:1(3) — 
Instalments not required after death; 164(6) — Election by:executor 
to carry ‘back ‘losses of estate to. year of death. 


Pre-RSC History: Subsec. 70(1) substituted by 1988, c, 55, sub- 
sec. 49(1), applicable after 1987. Subsec. 70(1) formerly read: 


70. (1) Death of a taxpayer — In computing the income of 
a taxpayer for the taxation year in which he died, an amount 
of interest, rent, royalty, annuity (other than an,;amount with 
respect to an interest in an annuity contract to which para- 
graph 148(2)(b) applies), remuneration from an office or em- 
ployment, or other amount payable periodically, that was not 
paid before his death, shall be deemed to have accrued in 
equal daily amounts in the period for or in respect of which 
the amount was payable, and the value of the portion thereof 
so deemed to have accrued to the day of death shall:be in- 
cluded in computing the taxpayer’s income for the year in 
which he died. 


Subsec. 70(1) substituted by 1980-81-82-83, c. 140, subsec. 39(1), 
applicable after November 12, 1981. Subsec. 70(1) formerly read: 


70. (1) In computing the income of a taxpayer for the taxation 
year in, which he died, an amount of interest, rent, royalty, 
annuity, remuneration from an office or employment, or other 
amount payable periodically, that was not paid before his 
death, shall be deemed to have accrued in equal daily 
amounts in the period for or in respect of which the amount 
was payable, and the value of the portion thereof so deemed 
to have accrued to the day of death shall be included in com- 
puting the taxpayer’s income for the year in which he died 


Interpretation Bulletins: IT-210R2: Income of deceased per- 
sons ‘periodic payments and investment tax credit; IT-212R3: In- 
come of deceased persons — rights or things; IT-234: Income of de- 
ceased persons — farm crops; IT-396R: Interest income; IT-410R: 
Debt obligations —.accrued interest on transfer. 


(2) Amounts receivable — Where a. taxpayer 
who has died had at the time of death rights or things 
(other than any capital property or any amount. in- 
cluded in computing the taxpayer’s income by virtue 
of subsection (1)), the amount of which ‘when real- 
ized or disposed of would have been included in 
computing the taxpayer’s income, the value thereof 


at the time of death shall be included in computing 


the taxpayer’s income for the taxation year in which 
the taxpayer died, unless the taxpayer’s.legal repre- 
sentative has, not later than the day that is one year 
after the.date of death of the taxpayer or the day that 
is 90 days after the mailing of any notice of assess- 
ment in respect of the tax of the taxpayer for the year 
of death, whichever is the later day, elected other- 
wise,.in which case the legal representative shall file 
a separate return of income for the year under this 
Part and pay the tax for the year under this Part as if 


(a) the taxpayer were another person; 


(b) that other person’s only income for the year 
were the value of the rights or things; and 


(c) subject to sections 114.2 and 118.93, that 
other person were entitled to the deductions to 
which the taxpayer was ‘entitled under sections 
110, 118 to'118:7 and 118.9 for the year in com- 
puting the taxpayer’s taxable income or tax paya- 
ble under this Part, as the case may be, for the 
year. 
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Related Provisions: 28(1) — Farming or fishing- business; 
53(1)(e)(v) — Adjustments to cost base; 60(t) — Deductions — 
amount included under 70(2); 70(3) — Rights or things transferred 
to beneficiaries; 70(4) — Revocation of election; 110.4(5) — Ex- 
ception; 114.2 — Deductions in separate returns; 118.93 — Credits 
in separate returns; 120.2(4)(a) — No minimum tax carryover on 
special return; 127.1(1)(a) — No refundable investment tax credit 
on special return; 127.55 — Minimum tax not. applicable; 159(5) — 
Election where certain provisions applicable. 


Pre-RSC History: Para. 70(2)(c) substituted by 1988, c. 55, sub- 
sec. 49(2), applicable to 1988 ef seg. Para. 70(2)(c) formerly read: 


(c) subject to section 114.2, that other person were entitled to 
the deductions to which the taxpayer was entitled under sec- 
tions 109 to 110.2 for the year in computing his taxable in- 
come for the year. 


All that.portion of subsec. 70(2) preceding para. (a) substituted by 
1986, c. 6, subsec. 33(1), applicable to 1986 et seq., to delete refer- 
ence to “indexed security” located after “other than any capital 
property”. 

Subsec. 70(2) substituted by 1985, c. 45, subsec. 33(1), applicable 
to 1985 et seg. Subsec. 70(2) formerly read: 


(2) Amounts receivable — Where a taxpayer who has died 
had at the time of his death rights or things (other than any 
capital property, indexed security or any amount included in 
computing his income by virtue of subsection (1)), the 
amount whereof when realized or disposed of would have 
been included in computing his income, the value thereof at 
the time of death shall be included in computing the tax- 
payer’s income for the taxation year in which he died, except 
that where his legal representative has, within one year from 
the date of death of the taxpayer or within 90 days after the 
mailing of any notice of assessment in respect of the tax of 
the taxpayer for the year of death, whichever is the later day, 
so elected, a separate return of the value shall be filed and tax 
thereon shall be paid under this Part for the taxation year in 
which the taxpayer died as if he had been another person enti- 
tled to the deductions to which he was entitled under section 
109 for that year. 


Subsec. 70(2) substituted by 1984; c. 1, subsec. 32(1), applicable 
with respect to deaths oonee after September 30, 1983, to add 
“indexed security”. 


Interpretation Bulletins: IT-210R2: Income of deceased per- 
sons — periodic payments and investment tax credit; IT-212R3: In- 
come of deceased persons — rights or things; IT-234: Farm crops; 
IT-278R2: Death of a partner or of a retired person; IT-326R3: Re- 
turns of deceased persons as “another person”; IT-337R3: Retiring 
allowances; IT-382: Debts bequeathed or forgiven on death; IT- 
427R: Livestock of farmers; IT-457R: Election by professionals to 
exclude work in progress from income; IT-502: Employee benefit 
plans and employee trusts. 


(3) Rights or things transferred to benefi- 
ciaries — Where before the time for making an 
election under subsection (2) has expired, a right or 
thing to which that subsection would otherwise ap- 
ply has been transferred or distributed to benefi- 
ciaries or other persons beneficially interested in the 
estate or trust, 


(a) subsection (2) is not applicable to that right or 
thing; and 


(b) an amount received by one of the benefi- 
Clarles or persons on the realization or disposition 
of the right or thing shall be included in comput- 
ing the income of the beneficiary or person for 
the taxation year in which the beneficiary or per- 
son received it. 
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Related Provisions: 44(3) — Where subsec. 70(3) not to. apply; 
69(1.1) — Property to which subsec: 70(3) applies; 70(3.1) — 
Exception. 

History: Para. 70(3)(b) amended by 1998, c. 19, subsec. 108(1), 
applicable to taxation years that end after November 1991. The 
para. formerly read: 


(b) an amount received by one of the beneficiaries or other . 
such persons on the realization or disposition of the right or 
thing shall be included in computing the taxpayer’s income 
for the taxation year in which the taxpayer received it. 


Selected Cases [subsec. 70(3)]: Tory Estate (Montreal Trust 
Co.) v. MNR, [1976]. C.T.C. 415 (SCC) (Transfer of deceased’s ac- 
counts receivable by estate to beneficiary taxable to estate in 
amount exceeding beneficiary’s interest). 


Interpretation Bulletins: IT-210R2: Income of deceased per- 
sons — periodic payments and investment tax credit; IT-212R3: In- 
come of deceased persons — rights or things; IT-278R2: Death of a 
partner or of a retired partner; IT-427R: Livestock of farmers. 


(3.1) Exception — For the purposes of this section, 
“rights or things” do not include an interest in a life 
insurance policy (other than an annuity contract of a 
taxpayer where the payment therefor was deductible 
in computing the taxpayer’s income because of para- 
graph 60(1) or was made in circumstances in which 
subsection 146(21) applied), eligible capital prop- 
erty, land included in the inventory of a business, a 
Canadian resource property or a foreign: resource 
property. 
History: Subsec. 70(3.1) substituted by 1994, c. 21, subsec. a: 
applicable to 1992 et seg. That subsec. formerly read: 


(3.1) Exception — For the purposes of this section, “rights 
or things” do not include an interest in a life insurance policy 
(other than an annuity contract of a taxpayer where the pay- 
ment therefor was deductible in computing the taxpayer’s in- 
come by virtue of paragraph 60(1)), eligible capital property, 
land included in the inventory of a business, a Canadian re- 
source property or a foreign resource property. 


Pre-RSC History: Subsec. 70(3.1) amended by 1985, c. 45, sub- 
sec. 33(2), applicable to taxation years commencing after 1984, to 
substitute “a Canadian resource property or a foreign resource prop- 
erty” for “or a property described in any of paragraphs 59(2)(a) to 
(e)”. 

Subsec. 70(3.1) substituted by 1980-81-82-83,.c. 140, subsec. 39(2), 
applicable after November 12, 1981. Subsec. 70(3-1) formerly read: 


(3.1) For the purposes of this section, “rights or things” do 
not include eligible capital property, land included in the in- 
ventory of a business or a property described in Any. of 
paragraphs 59(2)(a) to, (e). 


Subsec. 70(3.1) added by 1974-75-76, c. 26, subsec. 38(1), applica- 
ble where the death of the taxpayer referred to occurred ae May 6, 
1974. 


Interpretation Bulletins: IT-212R3: Income of deceased per- 
sons — rights or things; IT-313R2: Eligible capital property — 
rules where a taxpayer has ceased carrying on a business or has 
died. 


(4) Revocation of election — An election made 
under subsection (2) may be revoked by a notice of 
revocation signed by the legal representative of the 
taxpayer and filed with the Minister within the time 
that an election under that subsection may be made. 


Interpretation Bulletins: IT-212R3: Income of deceased per- 
sons — rights or things. 
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(5) Capital property of a deceased tax- 
payer — Where in a taxation year a taxpayer dies, 


(a) the taxpayer. shall be deemed to have, imme- 
diately before the taxpayer’s death, disposed of 
each capital property of the taxpayer and received 
proceeds of disposition therefor equal to the fair 
market value of the Braperty rine et) before 
the death; 


(b) any person who as a consequence of the tax- 
payer’s death acquires any property that is 
deemed by paragraph (a) to have been disposed 
of by the taxpayer shall be deemed to have ac- 
quired it at the time of the death at a cost equal to 
its fair market value ee before the 
death; 


(c) where any depreciable property of the tax- 
payer of a prescribed class that is deemed by par- 
agraph (a) to have been disposed of is acquired 
by any person as a consequence of the taxpayer's 
death (other than where the taxpayer’s proceeds 
of disposition of the property under paragraph (a) 
are redetermined under subsection 13(21.1)) and 
the amount that was the capital cost to the tax- 
payer of the property exceeds the amount deter- 
mined under paragraph (b) to be the cost to the 
person thereof, for the purposes of sections 13 
and 20 and any regulations made for the purpose 
of paragraph 20(1)(a), 
(i) the capital cost to, the person of the prop- 
erty shall be deemed to be the amount that 
was the capital, cost. to the taxpayer of the 
‘property, and 


(ii) the: excess shall be deemed to have been 
allowed to the person in respect of the prop- 
erty under regulations made for the purpose of 
paragraph 20(1)(a) in computing income for 
taxation. years that ended before the person ac- 
quired the property; and 


@) where a property of the taxpayer that was 
deemed by paragraph (a) to have been disposed 
of 1s acquired by any person as a consequence of 
the taxpayer’s death and the taxpayer’s proceeds 
of disposition of the property under paragraph (a) 
are redetermined under subsection 13(21.1), not- 
withstanding paragraph (b), 
(1) where the property was depreciable prop- 
erty of a prescribed class and the amount that 
was the capital cost to the taxpayer of the 
property exceeds the amount so redetermined 
under subsection 13(21.1), for the purposes of 
sections 13 and 20 and any regulations made 
for the purpose of paragraph 20(1)(a), 


(A) its capital cost to the’ person shall be 
deemed to be the amount that was its capi- 
tal cost to the taxpayer, and 


(B) the excess shall be deemed to have > 


been allowed to the person in respect of 
the property under regulations made for 
the purpose of paragraph 20(1)(a) in com- 


525 


S. 70(5) 


puting income for taxation years that en- 
ded before the person acquired the prop- 
erty, and 


(ii) where the property is land (other than land 
to which subparagraph (i), applies), its cost to 
the person shall be deemed to be the amount 
that was the taxpayer’s proceeds of disposi- 
tion of the land as redetermined under subsec- 
tion 13(21.1). 


Related Provisions: 38(a.1)(ii) — Reduced capital gains on gift 
on death of publicly-traded securities to charity; 43.1(2) — Life es- 
tates in real property; 44(2) — Exchanges of property; 53(4) — Ef- 
fect on adjusted cost base of share, partnership interest or trust inter- 
est; 54“superficial loss’(c) — Superficial loss rule does not apply; 
70(5.3) — Fair market value;'70(6)— Where transfer or distribu- 
tion to’ spouse’ or trust; 70(6.2)— Election; 70(9)— Transfer of 
farm property to taxpayer’ Transfer of family 
farm corporations and partnerships; 70(12) — Capital cost of cer- 
tain depreciable. property; 70(13)— Order of disposal of deprecia- 
ble. property; 80(2)(p), (q) — Debt forgiveness rules — debt obliga- 
tion settled, by estate; 110.6(14)(g) — Related persons, etc.; 
118.1(5)— Gift by will deemed made immediately before death; 
143.1(4) — Death of beneficiary; 159(5) — Election where certain 
provisions applicable; 164(6)-— Election by executor to. carry back 
losses of estate to year of death; 248(8) — Occurrences.as a conse- 
quence of death; 256(7)(a)(i)(D) — Control of corporation deemed 
not acquired; Canada-U.S. tax treaty, Art. XXIX B:6, 7 — Credit 
for U.S. estate taxes. 


History: Paras. 70(5)(a) to. (c) substituted, and para. (d) added, by 
1994, c..21, subsec. 33(2), applicable to dispositions and acquisi- 
tions occurring after 1992. Paras. (a) to (c) formerly read: 


(a) the taxpayer shall be deemed to have disposed, tmmedi- 

-ately before death, of each property that was at that time a 
capital property of the taxpayer and to have received proceeds 
of disposition therefor equal to the fair market value of the 
property at that time; 


(b) any person who as a consequence of the death acquires 
any property that is deemed by paragraph (a) to have been 
disposed of by the taxpayer at any time shall be deemed to 
have acquiréd it immediately after that time at a cost equal to 
its fair market value at that time; and 


(c) where any depreciable property of the taxpayer of a’ pre- 
scribed class that is deemed by paragraph (a) to have been 
disposed of is acquired by any person as a consequence of the 
death and the amount that was the capital cost to the taxpayer 
of that property exceeds the amount determined under para- 
graph (b) to be the cost to that person thereof, for the pur- 
poses of sections 13 and 20 and any regulations made for the 
purpose of paragraph 20(1)(a), 


(1) the capital cost to that person of the property shall be 
deemed to be the amount that was the capital cost to the 
taxpayer of the property, and 


(ii) the excess shall be deemed to have been allowed to 
that person in respect of the property under regulations 
made for the purpose of paragraph 20(1)(a) in computing 
income for the taxation years ending before the person 
acquired the property. 


Subsec. 70(5) amended by 1994, c. 7, Sch. VII (1993, c. 24), sub- 
sec. 28(1), applicable to dispositions occurring after 1992. Subsec. 
(5) formerly read: 


(5) Depreciable and other capital property of deceased 
taxpayer — Where in a taxation year a taxpayer has died, the 
following rules apply: 
(a) the taxpayer shall be deemed to have disposed, imme- 
diately before the taxpayer’s death, of each property 
owned by the taxpayer at that time that was a capital 
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property of the taxpayer (other than depreciable property 
of a prescribed class) and to have received proceeds of 
disposition therefor equal to the fair market value of the 
property at that time; 


(b) the taxpayer shall be deemed to have disposed, imme- 
diately before the taxpayer's death, of all depreciable 
property of a prescribed class owned by the taxpayer at 
that time and to have received proceeds of disposition 
therefor equal to, 


(i) where the fair market value of that property at that 
time exceeds the undepreciated capital cost thereof to 
the taxpayer at that time,, the amount of that un- 

- depreciated capital cost plus '/2 of the amount of the 
excess, and ; 


(ii) in any other case, the fair market value: of: that 
property at that time plus '/ of the amount, if any, by 
’ which the undepreciated capital cost thereof to the 
taxpayer at that time exceeds that fair market value; 


(c) any person who, as a consequence of the death of the 
taxpayer, has acquired any particular capital property of 
the taxpayer (other than depreciable property of ‘a pre- 
scribed class) that is deemed by paragraph (a) to have 
been disposed of by the taxpayer at any time shall be 
deemed to have acquired it immediately after that time at 
a cost equal to its fair market value immediately before 
the death of the taxpayer; 


(d) any person who, as a consequence of the death of the 
taxpayer, has acquired any particular depreciable prop- 
erty of the taxpayer of a prescribed class that is deemed 
by paragraph (b) to have been disposed of by the tax- 
payer at any time shall be deemed to have acquired it im- 
mediately after that time at a cost equal to that proportion 
of the proceeds of disposition. of all depreciable property 
of that, class deemed. by. paragraph (b). to have been re- 
ceived by the taxpayer that the fair market value immedi- 
ately before the death. of the taxpayer of the particular 
property is of the fair market value at that time of all of 
that property. of that class; and 


(e) where any depreciable. property. of the taxpayer of a 
prescribed class that.is deemed. by paragraph (b) to have 
been disposed of by the taxpayer has been acquired by 
any person as a consequence. of the death, of the taxpayer 
and the amount that was the capital cost to the taxpayer 
of that property exceeds the amount determined under 
paragraph (d) to be the cost to that person thereof, for the 
purposes of sections 13 and 20 and any regulations made 
under paragraph 20(1)(a), 


(i) the capital cost to. that person of. the eee shall 
be deemed .to be the amount that was the capital cost 
to the taxpayer of the property, and 


(ii) the excess. shall. be deemed to have been allowed 
to that person in respect of the property under regula- 
tions made under paragraph. 20(1)(a) in computing 
income for taxation years before the acquisition by 
that person of the property. 


Pre-RSC History: Paras. 70(5)(c) to (e) amended by 1985, c. 45, 
subsec. 33(3), applicable with respect to transfers, distributions and 
acquisitions occurring after 1981, to substitute.in each paragraph 


“as a consequence of the death of the taxpayer” for “by virtue of the | 


death of the taxpayer”. 


All that portion of subsec. 70(5) preceding para. (e) substituted by 
1973-74, c. 14, subsec. 19(1), applicable to 1972 et seq. 


Selected Cases [subsec. 70(5)]: Greenwood Estate v. Canada, 
[1991] 1 C.T.C. 47 (FCTD); appealed to FCA (April 29, 1991), File 
A-371-91 (Agreement between sons and father to purchase shares 
on death prevents shares from vesting indefeasibly in spousal trust); 
Gladden Estate v. The Queen, [1985] 1 C.T.C..163 (FCTD) (Capital 
gain from deemed disposition of shares in Canadian companies ex- 
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empt as “‘sale or exchange” of capital assets under Canada-U.S. Tax 
Treaty); Pappas Estate v. The. Queen, {1981}, C.T.C. 266° (FCTD) 
(Vacancies factored into value of rental property); The Queen v. 
Mastronardi Estate, [1977] C.T.C. 355 (FCA) (Insurance payable to 
company on death of shareholder not relevant to value of shares 
“immediately before his death”);.Katz Estate v. The Queen, {1976} 
C.T.C. 633 (FCTD) (Deemed disposition is for purposes of both 
capital gain and recapture of capital cost allowance). 

1.T. Application Rules: 20(1.2) (where depreciable property 
owned since before 1972 is transferred on death). 


Interpretation Bulletins; IT- 140R3: Buy-sell ‘agreements; IT- 
242R: Retired partners; IT-217R: Depreciable property owned on 
December 31, 1971; IT-259R2: Exchanges of property; IT-278R2: 
Death of a partner or of a retired partner; [T-288R2: Gifts of capital 
properties to a charity and others; IT-305R4: Testamentary spouse 
trusts; IT-325R2: Property: transfers after separation; divorce and 
annulment; IT-382: Debts bequeathed or forgiven on.death; IT- 
349R3: Intergenerational transfers of farm property on death; IT- 
416R3: Valuation of shares of a’corporation receiving life insurance 
proceeds on death of a ‘shareholder; IT-504R2:) Visual artists and 
writers; IT-522R: Vehicle, travel and sales:expenses of employees. 
Information Circulars: 89-3: tines statement On business equity 
valuations, i 


Forms: T2086: Capital AARpORLiDG siehbibaentady sotiedne — de- 
preciable property upon the death of a taxpayer: . 


(5.1) Eligible capital property of deceased — 
Notwithstanding subsection 24(1), where at any time 
a taxpayer dies and any person (in this subsection re- 
ferred to as the beneficiary), as a consequence of the. 
taxpayer’s death, acquires an eligible capital prop- 
erty of the taxpayer in respect of a business carried 
on ‘by the taxpayer immediately before that time 
(otherwise than by way of:a distribution of property 
by a trust that claimed a deduction under paragraph 
20(1)(b) in respect of the property or in’ circum- 
stances to which subsection 24(2) applies), 


(a) the taxpayer shall be deemed to have disposed 
of the property, immediately before the tax- 
payer’s death, for proceeds equal ‘to * of that 
proportion of the cumulative eligible capital of 
the taxpayer in respect of the business’ that the 
fair market value immediately before that time of 
_ the property is of the fair market value immedi- 
ately before that time of all of the eligible capital 
property of the taxpayer in neypepe of the 
business; 


(b) subject to sntaldvant (c), the usiisabiaced shall 
be deemed to have acquired a capital property at 
the time of the taxpayer’s death at.a cost equal to 
the proceeds referred to in paragraph (a); 


(c) where the beneficiary continues to carry on 
the business previously carried on by ‘the tax- 
payer, the beneficiary shall be deemed to have, at 
the time of the taxpayer’s death, acquired an eli- 
gible capital property and made an eligible capi- 
tal property: expenditure ata cost equal to the to- 
tal of 

(i) the proceeds referred to in paragraph (a), 

and £ 

(ii) “4 of that proportion of the amount, if any, 

determined for F in the definition “cumulative 

eligible capital” in-subsection 14(5) in respect 
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of the business of the taxpayer at that time 
that the fair market value immediately before 
that time of the particular property is of the 
fair market.value immediately before that time 
of all eligible capital property of the taxpayer 
in respect of the business, 


and, for the purposes of determining at any time 
the beneficiary’s cumulative eligible capital in re- 
spect of the business, an amount equal to */4 of the 
amount determined under subparagraph (1i) shall 
be added to the amount.otherwise determined, in 
respect of the. business, for P in the definition 
“cumulative eligible capital”. in subsection 14(5); 
and 


(d) for the purposes of Hebbronthinse after that 
time, 


(i) the amount decries by subparagraph 
14(1)(a)(v) to be the beneficiary” S taxable 
capital gain, rN leg 


(ii) the amount to be included under subpara- 
graph. 14(1)(a)(v). or paragraph 14(1)(b) in 
computing the beneficiary’s income 


in respect of any subsequent disposition of the 
property of the business, there shall be added to 
the amount determined for Q in the definition 
“cumulative eligible capital” in [subsection] 
14(5) the amount determined by the formula 


B 
Ary i= 
C 


where 


“Ao is the amount, if any, deteardinitd for Q in that 
_ definition in respect of the business of the tax- 
payer immediately before that time, 


Bis the fair market value immediately before 
’ “that time of the particular property, and 


C is the fair market value immediately before 
_ that time of all eligible capital property of the 
taxpayer in respect of the business. 


Related Provisions: 14(1) — Inclusion in income from business; 
24(1).— Ceasing to carry on business; 24(2) —- Where business car- 
ried on by spouse or controlled corporation; 110.6(1)“qualified farm 
property” (d)(ii) — “qualified farm property”; 248(8) — Occur- 
rences as a consequence of death; 252(4) — Extended meaning of 
“spouse’’. 

History: Subpara. 70(5.1)(d)(ii) amended by 1995, c. 3, s. 18, ap- 
plicable to dispositions and acquisitions that occur after February 
22, 1994. Subpara. (ii) formerly read: 


(ti) the amount to be included under paragraph 14(1)(b) in 
‘computing the beneficiary’s:income 


Para. 70(5.1)(b) and the opening words of para. (c) substituted by 
1994, c. 21, subsec. 33(3) and (4), applicable to dispositions and 
acquisitions occurring after 1992. Para. (b) and the opening words 
of para. (c) formerly read: 


(b) subject. to paragraph (c), the beneficiary shall be deemed 
to have acquired: a capital. property, immediately after the 
death of the taxpayer, at a cost equal to the proceeds referred 
to. in paragraph (a); 

(c) where the beneficiary continues to carry on the business 
previously carried on by the taxpayer, the beneficiary shall be 
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deemed to have acquired an eligible capital property and to 
have made an eligible capital expenditure at a cost equal to 
the total of 


Para. 70(5.1)(d) added by 1994, c. 7, Sch. VIII (1993, c. 24), ‘sub- 
sec. 28(2), applicable to acquisitions occurring as a consequence of 
the death of a taxpayer after the beginning of the first fiscal period 
of the taxpayer’s business beginning after 1987. 


Subsec. 70(5.1) substituted by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 48(1), applicable to acquisitions occurring as a consequence of 
the death of a taxpayer after the beginning of the first fiscal period 
of the taxpayer’s business beginning after 1987, except that in ap- 
plying the subsec. in respect of acquisitions occurring before July 
13, 1990 the subsec. shall be read without reference to “(otherwise 
than under a distribution of property by a trust that has claimed a 
deduction under paragraph 20(1)(b) in respect of the property or in 


- circumstances to which subsection 24(2) applies)”: Subsec. 70(5.1) 


formerly read: 


(5.1) Eligible capil property of deceased — Notwith- 
standing subsection 24(1), where in a taxation year a taxpayer 
has died and any person (other than a spouse or corporation to 
whom subsection 24(2) applies), as_a consequence of the 
death of the taxpayer, has acquired any particular eligible 
capital property of the taxpayer, the following rules apply: 


(a) the taxpayer shall be deemed to have disposed, imme- 
diately before the taxpayer’s death, of the property and to 
have received proceeds of disposition-therefor in respect 
of a business carried on by the taxpayer equal to ‘/3 of the 
cumulative eligible capital in respect of the business at 
that time; and 


(b) the person who has so acquired the property shall be 
deemed to have acquired a capital property, immediately 
after the death of the taxpayer, at a cost equal to the pro- 
ceeds of disposition referred to in paragraph (a), except 
that, where the person continues to carry on the business 
previously carried on by the taxpayer, the person shall be 

. deemed to have acquired an eligible capital property and 
to have made an eligible capital expenditure at a cost 
equal to.the total of 


(i) the proceeds of disposition referred to in para- 
graph (a), and 


(11) the amount, if any, determined for F in the defini- 
tion “cumulative eligible capital” in subsection 14(5) 
in respect of the business of the taxpayer at that time 


and, for the purposes of determining at any time the per- 
son’s cumulative eligible capital in respect of the busi- 
ness, an amount equal to the amount determined under 
subparagraph (1) shall be added to the amount otherwise 
determined for P in that definition. 


Pre-RSC History: Para. 70(5.1)(a) amended to. substitute ““/s of” 
for “two times”, and para. (b) substituted by 1988, c. 55, subsec. 
49(3), applicable with respect to acquisitions occurring as a conse- 
quence of the death of a taxpayer after the commencement of the 


first fiscal period of the taxpayer’s business commencing after 


1987. Para. 70(5.1)(b) formerly read: 


(b) the person who has so acquired the property shall be 
deemed to have acquired a capital property, immediately after 
the death of the taxpayer, at a cost equal to the proceeds of 
disposition referred to in paragraph (a) except that, where the 
person continues to carry on the business previously carried 
on by the taxpayer, the person shall be deemed to have ac- 
quired an eligible capital property (within the meaning of par- 
agraph 54(d)) and to have made an eligible capital expendi- 
ture (within the meaning of paragraph 14(5)(b)) at a cost 
equal to those proceeds. 


All that portion of subsec. 70(5.1) preceding para. (a) amended by 
1985, c. 45, subsec. 33(4), applicable with respect to transfers, dis- 
tributions and acquisitions occurring after 1981, to substitute “as a 
consequence of the death of the taxpayer” for “by virtue of the 
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death of the taxpayer” and to substitute the heading “Eligible capital 
property of deceased” for “Eligible capital property of deceased 
taxpayer’. 

Subsec. 70(5.1) added by 1974-75-76, c. 26, subsec. 38(2), applica- 
ble where the death of the taxpayer referred to occurred after May 6, 
1974. 


Interpretation Bulletins: IT-313R2: Eligible capital property — 
rules where a taxpayer has ceased. carrying on a business or:has 
died. 


(5.2) Resource’ properties and land 
inventories of a deceased taxpayer — Where 
in a taxation year a taxpayer dies, 


(a) for the purposes: of subsection 59(1), para- 
graph (a) of the description of F in the definition 
“cumulative Canadian development expense” in 
subsection 66.2(5) and paragraph (a) of the 
description of F in the definition “cumulative Ca- 
nadian oil and gas property expense” in subsec- 
tion 66.4(5), the taxpayer shall be deemed to 


have, immediately before the taxpayer’s death, 


disposed of each Canadian resource property and 
foreign resource property of the taxpayer and re- 
ceived proceeds of disposition, therefor equal to 
its fair market value immediately before the 
death; 


(b) notwithstanding paragraph (a), where the tax- 
payer was resident in Canada immediately before 
the taxpayer’s death, any Canadian. resource 
property or foreign resource property of the tax- 
payer that is, on-or after the death and as a conse- 
quence of the death, transferred or distributed to a 
spouse of the taxpayer described in paragraph 
(6)(a) or a trust described in paragraph (6)(b) and 
it can be shown within the period ending 36 
months after the death or, where written applica- 
tion therefor has been made to the Minister by the 
taxpayer’s legal representative within that period, 
within such longer period as the Minister consid- 
ers reasonable in the circumstances, that the prop- 
erty vested indefeasibly in the spouse or trust, as 
the case may be, 


(i) the taxpayer shall be deemed to have, im- 
mediately before the death, disposed of the 
property and received proceeds of disposition 
therefor equal to such amount as is specified 
by the taxpayer’s legal representative in the 
return of income of the taxpayer filed under 
paragraph 150(1)(b), not exceeding its fair 
market value immediately before the death, 
and 


(11) the spouse or trust, as the case may be, 
shall be deemed to have acquired the property 
at the time of the death at a cost equal to the 
amount included in the taxpayer’s income 
under subsection 59(1) or included in the 
amount determined under paragraph (a) of the 
description of F in the definition “cumulative 
Canadian development expense” in subsection 
66.2(5) or paragraph (a) of the description of 
F in the definition “cumulative Canadian oil 
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and gas property expense” in subsection 

66.4(5), as the case may be, in respect of the 

property; 
(c) the taxpayer shall be deemed to have, imme- 
diately before the taxpayer’s death, disposed of 
each property that was land included in the inven- 
tory of a business of the taxpayer and received 
proceeds of disposition therefor equal to its fair 
market value immediately before the death; and 


(d) notwithstanding paragraph (c), where the tax- 
payer was resident in Canada immediately before 
the taxpayer’s death, any property that is land in- 
cluded in the inventory of a business of the tax- 
payer is, on or after the death and as a conse- 
quence of the death, transferred or distributed to a 
spouse of the taxpayer described in paragraph 
(6)(a) or a trust described in paragraph (6)(b) and 
it can be shown within the period ending 36 
months after the death of the taxpayer or, where 
written application therefor has been made to the 
Minister by the taxpayer’s legal representative 
within that period, within such longer period as 
the Minister considers reasonable in the circum- 
stances, that the property vested indefeasibly in 
the spouse or trust, as the case may be, 


(i) the taxpayer shall be deemed to have, im- 
mediately before the death, disposed of the 
land and received proceeds of disposition 
therefor equal to its cost amount to the tax- 
payer immediately before the death, and 


(ii) the spouse or trust, as the case may be, 

shall be deemed to have acquired the property 

at the time of the death at a cost — to those 
- proceeds. 


Related Provisions: 104(4)(a)(i.1) Deemed disposition of 
trust property; 159(5) — Election where certain provisions applica- 
ble; 248(8) — Occurrences as a consequence of death; 248(9.2) — 
Meaning of “vested indefeasibly”. 


History: Subsec. 70(5.2) substituted by 1994, c. 21, subsec. 33(5), 
applicable to dispositions and acquisitions occurring after 1992. 
That subsec. formerly read: 


(5.2) Resource properties and land inventories of 
deceased taxpayer — Where in a taxation year a taxpayer 
has died, the following rules apply: 


(a) for the purposes of subsection 59(1), paragraph (a) of 
the description of F in the definition “cumulative Cana- 
dian development expense” in subsection 66.2(5) and 
paragraph (a) of the description of F in the definition “cu- 
mulative Canadian oil and gas property expense” in sub- 
section 66.4(5), the taxpayer shall be deemed to have, 
immediately before the taxpayer’s death, disposed of 
each property owned by the taxpayer at that time that was 
a Canadian resource property or a foreign resource prop- 
erty and to have received proceeds of disposition therefor 
equal to its fair market value at that time; 


(b), (c) [Repealed under former Act] 


(d) notwithstanding paragraph (a), where any property of 
a taxpayer who was resident in Canada immediately 
before the taxpayer’s death that is a Canadian resource 
property or foreign resource property has, on or after the 
death of the taxpayer and as a consequence thereof, been 
transferred or distributed to the taxpayer’s spouse re- 
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ferred to in paragraph (6)(a) or a trust referred to in para- 
graph (6)(b), if it can be shown, within the period ending 
36 months after the death of the taxpayer or, where writ- 
ten application therefor has been made to the Minister by 


with respect to such property, any reference in that paragraph to 
“a Canadian resource property or foreign resource property” 
shall be read as a reference to “a property referred to in any of 
paragraphs 59(2)(a).to (e)’. 


the taxpayer’s legal representative within that period, Paras. 70(5.2)(a), (b), (d) and (f) formerly akaH 


within such longer period as the Minister considers rea- 
sonable in the circumstances, that the property has be- 
come vested indefeasibly in the spouse or trust, as the 
case may be, the following rules apply: 


(i) the taxpayer shall be deemed to have disposed of 
the property immediately before the taxpayer’s death 
and to have received proceeds of disposition therefor 
equal to such amount as is specified by the tax- 
payer’s legal representative in the return:of income 
of the taxpayer referred to in paragraph 150(1)(b), 
not exceeding the fair market value of the property 
immediately before the taxpayer’s death, and 


(ii) the spouse or trust, as the case may be, shall be 
deemed to have acquired the property for an amount 
equal to the amount included in the taxpayer’s in- 
‘come by virtue of subsection 59(1) or included in the 
amount determined under paragraph (a) of the 
description of F in the definition “cumulative Cana- 
dian development expense” in subsection 66.2(5) or 
paragraph (a) of the description of F in the definition 
“cumulative Canadian oil and gas property expense” 
in subsection 66.4(5), as the case may be, in respect 
of the property; 


(e) the taxpayer shall be deemed to have disposed, imme- 
diately before the taxpayer’s death, of each property that 
was land included in the inventory of a business of the 
taxpayer and to have received proceeds. of disposition 
therefor equal to the fair market value of the property at 
that time;.and 


(f) notwithstanding paragraph (e), where any property of 
a taxpayer who was resident in Canada immediately 
before the taxpayer’s death that is land included in the 
inventory of a business has, on or after the taxpayer’s 
death and as a consequence thereof, been transferred or 
distributed to the taxpayer’s spouse referred to in para- 
graph (6)(a) or a trust referred to in paragraph (6)(b), if it 
can be shown within the period ending 36 months after 
the death of the taxpayer or, where written application 
therefor has been made to the Minister by the taxpayer’s 
legal representative within that period, within such longer 
period as the Minister considers reasonable in the cir- 
cumstances, that the property has become vested indefea- 
sibly in the spouse or trust, as the case may be, the tax- 
payer shall be deemed to have disposed of the land 
immediately before the taxpayer’s death and to have re- 
ceived proceeds of disposition therefor equal to the cost 
amount thereof immediately before the taxpayer’s death 
and the spouse or trust, as the case may be, shall be 
deemed to have acquired the property for an amount 
equal to those proceeds. 


Pre-RSC History: Subsec. 70(5.2) amended by 1985, c. 45, sub- 
secs. 33(5)-(7), to substitute para. 70(5.2)(a) and repeal para. 
70(5.2)(b), applicable with respect to deaths occurring in taxation 
years commencing after 1984, and to substitute paras. 70(5.2)(d) 
and (f) applicable : 


(a) with respect to deaths occurring after 1984; and 


(b) with respect to any property of a taxpayer who died after 
1981 and before 1985 if the taxpayer’s legal representative and 
each person to whom any interest in the property is transferred 
or distributed as a consequence of the death of the taxpayer 
jointly elect to have this paragraph apply by notifying the Min- 
ister of National Revenue in writing on or before the later of 
December 31, 1985 and the day that is 90 days after October 
29, 1985, except that in the application of paragraph 70(5.2)(d) 
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(a) for the purposes of subsections 59(1), (1.1) and (1.2), the 
taxpayer shall be deemed to have disposed, immediately 
before his death, of each property owned by him at that time 
that was a property, right, licence or privilege referred to in 
any of those subsections and to have received proceeds of 
disposition-therefor equal to the fair market value of the prop- 
erty, right, licence or privilege at that time; 


(b) for the purposes of subsections 59(3) and (3.1), the tax- 
payer shall be deemed to have disposed, immediately before 
his death, of each property owned by him or deemed to have 
been owned by him on December 31, 1971, and thereafter 
without interruption, that was a property referred to in sub- 
section 59(3) or (3.1) and shall be deemed to have received 
proceeds of disposition therefor equal to the fair market value 


- of the property at that time; 


(d) notwithstanding paragraphs (a) and (b), where any prop- 
erty of a taxpayer who was a resident of Canada immediately 
before his death that is a property referred to in‘ any of 
paragraphs 59(2)(a) to (e) has, on or after the death of the 
taxpayer and as a consequence thereof, been transferred or 
distributed to the taxpayer’s spouse referred to in paragraph 
(6)(a) or a trust referred to in paragraph (6)(b), if the property 
can, within 15 months after the death of the taxpayer or such 
longer period as‘1s reasonable in the circumstances, be estab- 
lished to have become vested indefeasibly in the spouse or 
trust, as the case may be, not later than 15 months after the 
death of the taxpayer, the following rules apply: 


(i) the taxpayer shall be deemed to have disposed of the 
property immediately before his death and to have re- 
ceived proceeds of disposition therefor, equal -to such 
_ amount as is specified by the taxpayer’s legal representa- 
tives in the return of income of the taxpayer referred to in 
paragraph 150(1)(b) not exceeding the fair market value 
of the property immediately before his death; 


(ii) the spouse or trust, as the case may be, shall) be 
deemed to have acquired\the property for an amount 
equal to the amount included in the taxpayer’s income or 
included in the amount. referred to in clause 
66.2(5)(b)(v)(A) or 66.4(5)(b)(v)(A), as the case may be, 
in respect of the property by virtue of subsection 59(1), 
(1.1), (1.2), (3) or (3.1), as the case may be, in respect of 
the deemed disposition by the taxpayer of the property; 
and » rep) 


(111) in the case of a property of the taxpayer to which 
subsection 59(3) or (3.1) applies, when the spouse or 
trust, as the case may be, subsequently disposes. of the 
property or any right or interest therein, that spouse or 
trust, as the case may be, shall be deemed to have owned 
the property on December 31, 1971 and thereafter with- 
out interruption until that disposition; 


(f) notwithstanding paragraph (e), where any property of a 
taxpayer who was resident in Canada immediately before his 
death that is land included in the inventory of a business has, 
on or after his death and as a consequence thereof, been trans- 
ferred or distributed to his spouse referred to in paragraph 
(6)(a) or a trust referred to in paragraph (6)(b), if the property 
can, within 15 months after the death of the taxpayer or such 
longer period as is reasonable in the circumstances, be estab- 
lished to have‘ become vested indefeasibly in the spouse or 


-trust, as. the case may be, not later than 15 months after the 


death of the taxpayer, the taxpayer shall be deemed to have 
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disposed of the land immediately before his death and re- 
ceived proceeds of disposition therefor equal to the cost 
amount thereof immediately before his death, and the spouse 
or trust, as the case may be, shall be deemed to have acquired 
the property for an amount equal to those proceeds. 


Para. 70(5.2)(a) and subpara. 70(5.2)(d)(ii) substituted by 1980-81- 
82-83, c. 48, subsecs. 38(1), (2), applicable to taxation years ending 
after December 11, 1979. Para. 70(5.2)(a) and subpara. 
70(5.2)(d)Gi) formerly read: 


(a) for the purposes of subsections 59(1) and (1.1), the tax- 
payer shall be deemed to have disposed, immediately before 
his death, of each property owned by him at that time that 
was a property, right, licence or privilege referred to in that 
subsection and to have received proceeds of disposition there- 
for equal to the fair market value of the property, right, li- 
cence or privilege at that time; 


(ii) the spouse or trust, as the case may be, shall be 
deemed to have acquired the property for an amount 
equal to the amount included in the taxpayer’s income or 
included in the amount referred to in subparagraph 
66.2(5)(b)(v), as the case may be, in respect of the prop- 
erty by virtue of subsection 59(1), (1.1);.(3) or (3.1), as 
the case may be, in respect of the deemed disposition by 
the taxpayer of the property; and 

Para. 70(5.2)(c) repealed and all that portion of para. 70(5.2)(d) pre- 

ceding subpara. (i) substituted by 1976-77, c. 4, subsec. 27(1), ap- 

plicable in respect of deaths occurring after May 6, 1974. 

Subsec. 70(5.2) added by 1974-75-76, c. 26, subsec. 38(2), applica- 

ble where the death of the taxpayer referred to occurred after May 6, 

1974. 


Interpretation Bulletins: IT-125R4: Dispositions of resource 
properties; IT-212R3: Income of deceased persons.— rights or 
things; IT-449R: Meaning of “vested indefeasibly”. 


(5.3) Fair market value — For the purposes of 
subsection (5) of this section and subsections 70(9.4) 
and (9.5) of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952, the fair market 
value, immediately before the death of the taxpayer 
referred to in any of those subsections, of any share 
of the capital stock of a corporation deemed to have 
been disposed of as a consequence of the taxpayer’s 
death shall be determined as though the fair market 
value at that time of any life insurance policy under 
which the taxpayer was the person whose life was 


insured were the cash surrender value (within the | 


meaning assigned by subsection 148(9)) of the pol- 
icy at that time. 


Related Provisions: 248(8) — Occurrences as a consequence of 
death. 


Pre-RSC History: Subsec. 70(5.3) amended by 1985, c. 45, sub- 
sec. 33(8), applicable with respect to deaths occurring after Decem- 
ber 1, 1982, to substitute “policy under which the taxpayer was the 
person whose life was insured” for “policy under which the corpo- 
ration was a beneficiary and the taxpayer was the person whose life 
was insured”. 


Subsec. 70(5.3) substituted by 1984, c. 1, subsec. 32(2), applicable 
with respect to deaths occurring after December 31, 1982, to add 
“(within the meaning assigned by paragraph 148(9)(b) (now 
148(9)“cash surrender value”)). 


Subsec. 70(5.3) added by. 1980-81-82-83, c. 140, subsec. 39(3), ap- 
plicable with respect to deaths occurring after December 1, 1982. 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 
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Interpretation Bulletins: IT-416R3: Valuation of shares of a 
corporation receiving life insurance proceeds on death of a 
shareholder. 


Information Circulars: 89-3: Policy statement on business equity 
valuations. 


(5.4) NISA on death — Where .a taxpayer who dies 
has at the time of death a net income stabilization 
account, all amounts held for or on behalf of the tax- 
payer in the taxpayer’s NISA Fund No. 2 shall be 
deemed to have been paid out of that fund to the tax- 
payer immediately before that time. 


Related Provisions: 12(10.2) —NISA receipts; 248(9.1) — 
Whether trust created by taxpayer’s will. 


History: Subsec. 70(5.4) added by 1994, c. 7, Sch. VII (1993, c. 
24), subsec. 28(3), applicable to 1991 et seq. 


Interpretation Bulletins: IT-212R3: Income of deceased per- 
sons — rights or things; IT-305R4: Testamentary spouse trusts. 


Pre-RSC History [former subsec. 70(5.4)]: Former subsec. 
70(5.4) repealed by 1986, c. 6, subsec. 33(2), applicable to 1986 er 
seq. That subsec. formerly read: 


(5.4) Indexed securities of deceased taxpayer — Where a 
taxpayer has died in a taxation year, the following rules 
apply: 
(a) the taxpayer shall be deemed to have disposed, imme- 
diately before his death, of each indexed security owned 
by him at that time for proceeds of ‘disposition equal to 
the fair market value (within the meaning assigned by 
paragraph 47.1(1)(d)) of the security at that time; i 


(b) the taxpayer shall be deemed to have closed out, im- 
mediately before his death, each put or call option re- 
ferred to in clause 47.1(4)(a)(iv)(B) or (C) outstanding 
under an indexed security investment plan under which 
the taxpayer was a participant immediately before his 
death at a cost equal to the amount the taxpayer would 
have had to pay at that time if he had actually closed out 
the option.on a prescribed stock exchange in Canada; 


(c) the taxpayer’s capital gain or capital loss for the year 
from an indexed’ security investment plan under which 
the taxpayer was a participant immediately before his 
death shall, notwithstanding subsection 47.1(9), be 
deemed to be the amount of the taxpayer’s gain or loss, 
as the case may be, for the year from the plan; 


(d) where paragraph 47.1(10)(f) is applicable in the year 

_.to the taxpayer in respect of an indexed security invest- 
ment plan, the taxpayer shall, notwithstanding that para- 
graph, be deemed to have a capital loss for the year from 
the plan equal to the aggregate of all amounts that are 
obtained, by. determining every amount that, but for the 
taxpayer's death, would have been a capital loss of the 
taxpayer from the plan for the year, or any subsequent 
taxation year; . 


(e) any person, who, as a consequence of the death of the 
taxpayer, has acquired any security of the taxpayer that is 
deemed by paragraph (a) to have been disposed of by.the 
taxpayer at any time shall be deemed to have acquired 
the security immediately after that time at a cost equal to 
its fair market value (within the meaning assigned by par- 
agraph 47.1(1)(d)) immediately before the death of the 
taxpayer; 

(f) any person who, as a consequence of the death of the 
taxpayer, has assumed the obligation in respect of any 
put or call option deemed by paragraph (b) to have been 
closed out by the taxpayer at any time’ shall be deemed to 
have written the option immediately after that time for 
proceeds equal to the amount the taxpayer would have 
had to pay immediately before his death if he had closed 
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out the option on a prescribed stock exchange in Canada; 
and 


(g) notwithstanding paragraphs (a), (b), (c), (e) and (f), 
where 


(i) all indexed securities owned under an indexed se- 
curity investment plan by the taxpayer immediately 
before his death and all obligations outstanding at 
that time in respect of options written under the plan 
have, on or after his death and as a consequence 
thereof, been transferred or distributed to or assumed 
by the taxpayer’s spouse referred to in paragraph 
(6)(a) or a trust referred to in paragraph (6)(b), and 


(ii) 1t can be shown, within. the period ending 36 
months after the death of the taxpayer or, where writ- 
ten application therefor has been made to the Minis- 
ter by the taxpayer’s legal representative within that 
period, within such longer period as the Minister 
considers reasonable in the circumstances, that 


(A) all rights. and obligations of. the. taxpayer 
under the contract evidencing the plan have been 
transferred to. or assumed by the spouse or trust, 
as the case may be, and 


(B) the securities became indefeasibly vested in 
the spouse or trust, as the case may be, under the 
plan, 


the capital gain or capital loss of the spouse or trust, as 
the case may be, for any taxation year from the plan shall 
be computed as if 


(111) the plan prior to the death of the taxpayer (in this 
paragraph referred to as the “first plan”) and the plan 
at the time of and subsequent to the death of the tax- 
payer (in this paragraph referred to as the “second 
plan”) were two separate plans administered by two 
separate persons, 


(iv) the spouse or trust, as the case may be, was the 
participant under the first plan at all times in the year 
prior to the death of the taxpayer, 


(v) all the securities and obligations referred to in 
subparagraph (i) were transferred by ‘the spouse or 
trust, as the case may be, to the second plan immedi- 
ately before the death of the taxpayer and subsection 
47.1(22) were applicable, and 


(vi) in the case of the trust, the trust’s first, taxation 
year commenced at the beginning of the year and en- 
ded on the day on which it would otherwise have 
ended, 


and the taxpayer shall be deemed not to have any capital 
gain or capital loss for the year from the plan. 


Subsec. 70(5.4) amended by 1985, c. 45, subsecs. 33(9), (10), to 
substitute “as a consequence of the death of the taxpayer” for “by 
virtue of the death of the taxpayer” in paras. 70(5.4)(e) and (f), and 
to substitute subpara. 70(5.4)(g)(), applicable with respect to trans- 
fers, distributions and acquisitions occurring after 1981. All that 
portion of subpara. 70(5.4)(g)(ii) preceding cl. (B) substituted by 
subsec. 33(11) of the said c. 45, applicable 


(a) with respect to deaths occurring after 1984; and 


(b) with respect to any property of a taxpayer who died after 
1981 and before 1985 if the taxpayer’s legal representative and 
each person to whom any interest in the property is transferred 
or distributed as a consequence of the death of the taxpayer 
jointly elect to have this paragraph apply by notifying the Min- 
ister of National Revenue in writing on or before the later of 
December 31, 1985 and the day that is 90 days after October 
29, 1985. 


S. 70(6)(d)(i) 


Subpara. 70(5.4)(g)(i) and subpara. 70(5.4)(g)(ii). preceding cl. (B) 
formerly read: 


(i) all indexed securities owned under an indexed security in- 
vestment plan by the taxpayer immediately before his death 
and all obligations outstanding at that time in respect of op- 
tions written under the-plan have, on or after his death and as 
a consequence thereof or as a consequence of a disclaimer or 
renunciation by a person who was a beneficiary under the 
taxpayer’s will or intestacy, been transferred or distributed to 
or assumed by the taxpayer’s spouse referred to in paragraph 
(6)(a) or a trust referred to in paragraph (6)(b), and 


(ii) it can be established, within 15 months after the death of 
the taxpayer or such longer period as is reasonable in-the cir- 
cumstances, that 


(A) all rights and obligations, of the taxpayer under the 
contract evidencing the plan have been transferred to or 
assumed by the spouse or trust, as the case may be, not 
later than 15 months after the death of the taxpayer, and 


Subsec. 70(5.4) added by 1984, c. 1, subsec. 32(2), applicable with 
respect to deaths occurring after September 30, 1983.. 


(6) Where transfer or distribution to spouse 
or spouse trust — Where any property of a tax- 
payer who was resident in Canada immediately 
before the taxpayer’s death that is a property to 
which subsection (5) would otherwise apply is, as a 
consequence of the death, transferred or distributed 
to 


(a) the taxpayer’s spouse who was resident in 
Canada immediately before the taxpayer’s death, 
or ‘ 


(b) a trust, created by the taxpayer’s will,. that 
was resident in Canada immediately after the 
time the property vested indefeasibly in the trust 
and under which 


(i) the taxpayer’s spouse is entitled to receive 
all of the income of the trust that arises before 
the spouse’s death, and 


(ii) no person except the spouse may, before 
the spouse’s death, receive or otherwise ob- 
tain the use of any of the income or capital of 
the trust, 


if it can be shown, within the period ending 36 
months after the death of the taxpayer or, where 
written application therefor has been made to the 
Minister by the taxpayer’s legal representative 
within that period, within such longer period as the 
Minister considers reasonable in the circumstances, 
that the property has become vested indefeasibly in 
the spouse or trust, as the case may be, the following 
rules apply: 


(c) paragraphs (5)(a) and (b) do not apply in re- 
spect of the property, 


(d) subject to paragraph (d.1), the taxpayer shall 
be deemed to have, immediately before the tax- 
payer’s death, disposed of the property and re- 
ceived proceeds of disposition therefor equal to 


(i) where the property was depreciable prop- 
erty. of a prescribed class,, the lesser of the 
capital cost and the cost amount to the tax- 
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payer of the property immediately before the | 
death, and 


(ii) in any other case, its adjusted cost base to 
the taxpayer immediately before the death, 


and the spouse or trust, as the case may be, shall 
be deemed to have acquired the property at the 
time of the death at a cost equal to those 
proceeds, 


(d.1) where the Bigipetty! is an interest in a part- 
nership (other than an interest in a partnership to 
which subsection 100(3) applies), 


(i) the taxpayer shall, except for the purposes | 


of paragraph 98(5)(g), be deemed not to have 
disposed of the property as a consequence of 
the taxpayer’s death, 


(ii) the spouse or the trust, as the case may be, 
shall be deemed to have acquired the property 
at the time of the death at a cost equal to its 
cost to the taxpayer, and 


(iii) each amount added or deducted in .com- 
puting the adjusted cost base to the taxpayer 
of the property shall be deemed to be required 
by subsection 53(1) or (2) to be added or de- 
ducted, as the case may be, in computing the 
adjusted cost base to the spouse or the trust, as 
the case may be, of the property; and 


(e) where the property was depreciable property 
of the taxpayer of a prescribed class, paragraph 
(5)(c) applies as if the references therein to “para- 
graph (a)” and to “paragraph (b)” were read as 
references ‘to “paragraph (6)(d)”. 


Related Provisions: 40(3.18)(a) — Grandfathering of partner- 
ship interest transferred under 70(6)(d.1); 40(4) — Where principal 
residence disposed of to spouse or trust in favour of spouse ; 
70(6.2) — Election; 70(7) — Special. rules «applicable. re trust for 
benefit of spouse; 72(2) — Election by legal representative and 
transferee:re reserves; 73(1)(c) — Inter vivos transfer of property of 
spouse, etc., or trust; 104(4)(a)(.1).— Deemed disposition on death 
of spouse;. 108(3) — Income of trust; 108(4) — Trust not disquali- 
fied by reason only of payment of certain duties and taxes ; 
148(8) — Disposition at non-arm’s length and similar cases; 
148(8.2) — Transfer to spouse at:death; 248(8) — Occurrences as a 
consequence of death; -248(9.1)— Whether trust created by tax- 
payer’s will; 248(9.2)— Meaning of “vested indefeasibly”; 
248(23.1) — Transfer under provincial family law after death; 
252(3), (4) — Extended meaning of “spouse” and “former spouse”; 
256(7)(a)(i)(D) — Control of corporation deemed not acquired; 
Canada-U:S. tax treaty, Art. XX VI:3(g) — Relief from double taxa- 
tion; Art. XXIX'B:5, 6 — Credit for U.S. estate taxes. 


History: Para. 70(6)(d) and subpara. (d.1)(ii) substituted by 1994, 
c. 21, subsecs. 33(6), (7), applicable to dispositions and acquisitions 
occurring after 1992. That para. and subpara. formerly read: 


(d) subject to paragraph (d.1), the taxpayer shall be deemed to 
have disposed of the property immediately before the tax- 
payer’s death and to have received proceeds: of. disposition 
therefor equal to, 


(i) where the property was depreciable property of the 
taxpayer of a prescribed class, that proportion of the un- 
depreciated capital cost to the taxpayer. immediately 
before the taxpayer’s death of all of the depreciable prop- 
erty of the taxpayer of that class that the fair market value 
at that time of the property is of the fair market value at 
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that time of allof the depreciable property of the tax- 
payer of that class, and 


(11): in any other case, the adjusted cost base to the tax- 
payer of the property immediately before the taxpayer's 
death, 


and the spouse. or trust, as the case may, be, shall be deemed 
to have acquired the property for an amount equal to those 
proceeds, 


(11) the spouse or the trust, as the case may. be, shall be 
deemed to have acquired the property for an amount equal to 
the cost thereof to the taxpayer, and 


That portion of subsec. 70(6) preceding para. (a), and paras. (c) and 
(e) amended by 1994, c. 7, Sch. VIII (1993, c. 24), subsecs. 28(4) to 
(6), applicable to dispositions occurring after 1992. Those portions 
formerly read: 


(6) Where transfer or distribution to spouse or trust — 
Where any property of a taxpayer who was resident in Can- 

~ ada immediately before the taxpayer’s death that is a property 
to which paragraphs (5)(a) and (c), or (5)(b) and (d), as the 
case may be, would otherwise apply has, on or after the tax- 
payer’s death and as a consequence thereof been transferred 
or distributed to . 


(e) where the property was depreciable property of the tax- 
payer of a prescribed class, paragraph (5)(e) is applicable as if 
the reference therein to “paragraph (b)” and to “paragraph 
(d)” were read as references to “paragraph (6)(d)”. 


That portion of para. 70(6)(d) preceding subpara. (i) amended to 
add “subject to paragraph (d.1), and para. (d.1) added, by 1994, c. 7, 
Sch. II (1991, c. 49), subsecs. 48(2), (3), applicable to transfers, dis- 
tributions and acquisitions occurring after January 15, 1987. 


Pre-RSC History: Subsec. 70(6) amended by 1985, c. 45, subsecs. 
33(12)—(14), to substitute all that portion preceding para. (a) and to 
repeal para. (f), applicable with respect to transfers, distributions 
and acquisitions occurring after 1981, and to substitute all that por- 
tion following para. (b) and preceding para. (c), applicable 


(a) with respect to deaths occurring after 1984; and 


(b) with respect to any property of a taxpayer-who died after 
1981 and before 1985 if the taxpayer’s legal representative and 
each person to whom any interest in the property is transferred 
or distributed as a consequence of the death of the taxpayer 
jointly elect to have this paragraph apply by notifying the Min- 
ister of National Revenue in writing on or before the later of 
December 31, 1985 and the day that is 90 days after October 
29, 198. 


The substituted portions and para. 70(6)(f) formerly read: 


(6) Where transfer or distribution. to, spouse or trust — 
Where any property of a taxpayer who was resident in Can- 
ada immediately before his death that is a property to which 
paragraphs (5)(a) and (c), or paragraphs (5)(b) and (d), as the 
case may be, would otherwise apply has, on or after his death 
and as a consequence thereof or as a consequence of a dis- 
claimer or renunciation by a person who was a beneficiary 
under the taxpayer’s will or saint been ent or dis- 
tributed to 


[portion following para. (b) and preceding para. (c)] 


if the property can, within 15 months after the death ‘of the 
taxpayer or such longer period as is reasonable in the circum- 
stances, be established to have become vested indefeasibly in 
the spouse or trust, as the case may be, not later than 15 
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months after the death of the taxpayer, the following rules 
apply: 


(f) notwithstanding any other provision of this Act, where 
the transfer or distribution of the property occurred as a 
consequence of a renunciation, the renunciation with re- 
spect to the property shall be deemed not.to have been a 
disposition of the property. 
All that portion of subsec. 70(6) preceding para. (a) substituted, and 
para. 70(6)(f) added by 1980-81-82-83, c. 140, subsecs. 39(4), (5), 
applicable after 1980. That portion of subsec. wisi preceding para. 
(a) formerly read: 


(6) Where any property of a taxpayer who was resident in 
Canada immediately before his death that is a property to 
which paragraphs (5)(a) and (c) or paragraphs (5)(b) and (d), 
as the case may be, would otherwise apply has, on or after his 
death and.as a consequence thereof, been transferred or dis- 
tributed to 


All that portion of subsec. 70(6) preceding para. (a), all that portion 
of para. 70(6)(b) preceding subpara. (i) and following para. (b) and 
preceding para. (c) substituted by 1974-75-76, c. 26, subsecs. 
38(3)-(5), applicable to 1972 et seq. 


Subsec. 70(6) substituted by 1973-74, c. 14, subsec. 19(2), applica- 
ble to 1972 et seq. 


Selected Cases [subsec. 70(6)]: Husel Estate v. Canada, 
[1995] 1 C.T.C. 2298 (TCC) (Rollover appplies only if property re- 
ceived qua beneficiary); Labbé v. Canada, [1995] 1 C.T.C. 2209 
(TCC) (Interposition of holding company disqualifies shares as 
family farm corporation); Greenwood Estate v. Canada, [1991] 1 
C.T.C. 47 (FCTD); appealed to FCA (April 29, 1991), File A-371- 
91 (Agreement between sons and father to purchase shares on death 
prevents shares from vesting indefeasibly in spousal trust); Hillis v. 
The Queen, [1983] C.T.C. 348 (FCA) (Rollover to spouse only on 
one-third of intestate succession after sons renounced two-thirds to 
which they were entitled). 


1.T. Application Rules: 20(1.1)(a) (property owned since before 
1972). 


Interpretation Bulletins: IT-120R4: Principal residence; IT- 
125R4: Dispositions of resource properties; IT-236R3: Reserves — 
disposition of capital property; IT-242R: Retired partners; IT- 
259R2: Exchange of property; IT-278R2: Death of a partner or of a 
retired partner; IT-305R4: Testamentary spouse trusts; IT-321R: In- 
surance agents and brokers — unearned commissions; IT-325R2: 
Property transfers after separation, divorce and annulment; I[T-382: 
Debts bequeathed or forgiven on death; IT-449R: Meaning of 
“vested indefeasibly”; IT-522R: Vehicle, travel and sales expenses 
of employees. 


Advance Tax Ruling: ATR-37: Refund of premiums transferred 


to spouse. 


(6.1) Transfer or distribution of NISA to 
spouse or trust — Where a property that is a net 
income stabilization account of a taxpayer is, on or 
after the taxpayer’s death and as a consequence 
thereof, transferred or distributed to 


(a) the taxpayer’s spouse, or 


(b) a trust, created by the taxpayer’s will, under 
which 


(i) the taxpayer’s spouse is entitled to receive 
all of the income of the trust that arises before 
the spouse’s death, and 


(ii) no person except the spouse may, before 
the spouse’s death, receive or otherwise ob- 
tain the use of any of the income or capital of 
the trust, 
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subsections (5.4) and 73(5) do not apply in respect of 
the taxpayer’s NISA Fund No. 2 if it can be shown, 
within the period ending 36 months after the death of 
the taxpayer or, where written application therefor 
has been made to the Minister by the taxpayer’s le- 
gal representative within that period, within such 
longer period as the Minister considers reasonable in 
the circumstances, that the property has vested inde- 
feasibly in the spouse or trust, as the case may be. 

Related Provisions: 12(10.2) — NISA receipts; 70(6.2) — Elec- 
tion; 70(7) — Special rules applicable in respect of trust for benefit 
of spouse; 104(5.1)— NISA Fund No. 2 held by spousal trust; 
104(6) — Deduction in computing income of trust; 104(14.1) — 
NISA election; 108(3) — Meaning of “income” of trust; 108(4) — 


_Trust not disqualified by. reason only.of payment of certain duties 


and. taxes; 248(8) — Occurrences as a consequence of death; 
248(9:1) — Whether trust created by taxpayer’s will; 248(9.2) — 
Meaning of “vested indefeasibly”; 252(3), (4) — Extended meaning 
of “spouse” and “former spouse”. 

History: Subsec. 70(6.1) added by 1994, c. 7, Sch. VII Shee C. 
24), subsec. 28(8), applicable to 1991 et seq. 


History [former subsec. 70(6.1)]: Former subsec. 70(6.1) re- 
pealed by 1994, c..7, Sch. VIII (1993, c. 24), subsec. 28(7), applica- 
ble to 1990 et seq. That subsec, had read: 


(6.1) How trust created — For the purposes of subsection 
(6) and paragraph 104(4)(a), a trust shall be considered to be 
created by a taxpayer’s will if the trust is created 


(a) under the terms of the taxpayer’s will; or 


(b) by an order of a court in relation to the taxpayer’s 
estate made pursuant to any law of a province providing 
for the relief or support of dependants. 


Pre-RSC History [former subsec. 70(6.1)]: Paras. 70(6.1)(a), 
(b) substituted for (a)-(c) by 1980-81-82-83, c. 140, subsec. 39(6), 
applicable after 1980. Paras. 70(6.1)(a)-(c) formerly read: 


(a) under the terms of the taxpayer’s will; 


(b) by a disclaimer by a beneficiary under the taxpayer’s will; 
or 


(c) by an order of a court in relation to the testator’s estate 
made pursuant to any law of.a province providing for the re- 
lief or support of a testator’s dependants. 
Subsec., 70(6.1) added by 1974-75-76, c. 26, subsec. 38(6), applica- 
ble to 1972 et seq. 
Interpretation Bulletins: IT-212R3: Income of deceased per- 
sons — rights or things; IT-305R4: Testamentary spouse trusts. 


(6.2) Election — Subsection (6) or (6.1) does not 
apply to any property of a deceased taxpayer in re- 
spect of which the taxpayer’s legal representative 
elects, in the taxpayer’s return of income under this 
Part (other than a return of income filed under sub- 
section (2) or 104(23), paragraph 128(2)(e) or sub- 
section 150(4)) for the year in which the taxpayer 
died, to have subsection (5) or (5.4), as the case may 
be, apply. 

Related Provisions: 220(3.2), Reg. 600(b) — Late filing of elec- 
tion or revocation. 


History: Subsec. 70(6.2) amended by 1994, c. 7, Sch. VII (1993, 
c. 24), subsec. 28(8), applicable to 1991 et seg. That subsec. for- 
merly read: 


(6.2) Election — Subsection (6) does not apply to any prop- 
erty of a deceased taxpayer in respect of which the legal rep- 
resentative of the taxpayer has elected, in the return of in- 
come of the taxpayer for the year in which the taxpayer died, 
to have subsection (5) apply. 
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Pre-RSC History: Subsec. 70(6.2) added by 1976-77, c. 4, subsec. 
27(2), applicable in respect of deaths occurring: after, December 31, 
1975. fi 

Interpretation Bulletins: IT-305R4: Testamentary spouse trusts. 


Information Circulars: 92-1: 
amended or revoked elections. 


Guidelines’ for accepting late, 


(7) Special rules applicable i in respect of trust 
for benefit of spouse — Where a trust created by 
a taxpayer’s will would, but for the payment of, or 
provision for payment of, any particular testamen- 
tary debts in respect of the taxpayer, be a trust to 
which subsection (6) or (6.1). applies, 


(a) for the purpose of determining the day on or 
before which a return (in this subsection referred 
to as the “taxpayer’s return”) of the taxpayer’s in- 
come for the taxation year in-which the taxpayer 
died is required to be filed by the taxpayer’s legal 
representatives, subsection 150(1) shall be.read 
without reference to paragraph 150(1)(b) and. as 
if paragraph 150(1)(d) read as follows: 


“(d) in the case of any other person, by the 
person’s legal representative within 18 
months after the person’s death; or’; and 


(b) where the taxpayer’s legal representative so 


elects in the taxpayer’s return (other than a return 


of income filed under subsection (2) or 104(23), 
paragraph 128(2)(e) or subsection 150(4)) and 
lists therein one or more. properties (other than a 
net income stabilization account) that were,.on or 
after the taxpayer’s death and as a consequence 
thereof, transferred or distributed to. the trust, the 
total fair market value of which properties imme- 
diately after the taxpayer’s death was not less 
than the total of the non-qualifying debts in re- 
spect of the taxpayer, 


(i) subsection (6) does not apply in respect of 
the properties so listed, and 

(11) notwithstanding the payment of, or ‘provi- 
sion for payment of, any such particular testa- 


mentary debts, the trust shall-be deemed to’ be 


a trust described in subsection (6), 
except that, where the fair market value, immedi- 


ately after the taxpayer’s death, of all of the 


properties so listed exceeds the total of the non- 
qualifying debts in respect of the taxpayer (the 
amount of which excess'is referred to in this sub- 
section as the “‘listed value excess’) and ‘the tax- 
payer’s legal representative designates in the tax- 
payer’s return one’ property so listed (other than 
money) that is capital property other than eed 
ciable property, 


(111) the amount of the taxpayer’s capital gain 
or capital loss, as the case may be, from the 
disposition of that property deemed by sub- 
section (5) to have been made by the taxpayer 
is that proportion of that capital gain or capital 
loss otherwise determined that 


(A) the amount, if any, by which the fair 
market value of that property immediately 
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after the taxpayer’s death exceeds the 
listed value excess, 


is of 


(B) the. fair market value of that property 
immediately after the taxpayer’s death, and 


(iv) the cost to the trust of that property is 


(A) where the taxpayer has a capital, gain 
from. the disposition, of that. property 
‘deemed by subsection (5) to have been 
made by the taxpayer, the total of 


(1) its adjusted cost base to the taxpayer 
immediately before the taxpayer’s 
death, and 


(II)‘the amount determined under sub- 
paragraph (iii) to be the taxpayer’s cap- 
ital gain from the disposition of that 
property, or — 


(B) where the. taxpayer has.a capital loss 
from the.disposition of. that property 
deemed by subsection (5).to. have- been 
made. by the; taxpayer, the.amount.by 
which 


(I) its adjusted cost base to the taxpayer 
immediately before the taxpayer’s 
death _ 


exceeds 


(II) the amount determined under sub- 
paragraph (iii) to be the taxpayer’s cap- 
ital loss from the disposition: of that 
property. 

Related Provisions: 70(8) — Meaning of certain expressions; 


248(8) — Occurrences as a consequence of death; 248(9.1) — 
Whether trust created by taxpayer’s will. 


History: Para. 70(7)(a) amended by 1996, c. 21, s. 14, applicable 
after 1994. The para. formerly read: 


(a) for the purpose of determining the day on or before which 
a return (in this subsection referred to as the “taxpayer’s re- 
turn”). of the taxpayer’s income for the taxation year in which 

_ the taxpayer died is required to be filed by the taxpayer’s le- 
gal representatives, subsection 150(1) shall be read without 
reference to paragraph 150(1)(b) and the reference in para- 
graph 150(1)(d) to “on or before April 30 in the next year’ 
shall be read as a reference to “within 18 months after the 
person’s death”; and 


That portion of subsec. 70(7) preceding para. (a) amended oe 1994, 
c. 7, Sch. VIII (1993, c..24), subsec. 28(9), applicable to 1991 et 
seq. That portion formerly read 


(7) Special rules applicable in respect of trust for benefit 
of spouse — Where a trust created by a taxpayer’s will 
would, but for the payment of,.or provision for payment of, 
any; particular testamentary. debts: in. respect.of the taxpayer, 
be a trust described in subsection (6), the following rules 
apply: 

All that portion of para. 70(7)(b) preceding subpara. (iii) amended 

by 1994,'c.. 7, Sch. VII (1993, c..24), subsec. 28(10), applicable to 

1991 et seg. That portion formerly read: 


(b) where the taxpayer’s legal representative has so elected in 
the taxpayer’s, return and has listed therein one or more speci- 
fied properties (including any money) that have, on or after 
the taxpayer’s death and as a consequence thereof, been 
transferred or distributed to the trust, the total fair market 
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value of which properties immediately~after the taxpayer's: 
death was not less than the total-of the non-qualifying debts in 
respets of the taxpayer, 


(i) subsection (6) does not apply in respect of the speci- 
fied properties so listed, and 


(11) notwithstanding the payment, of, or provision for. pay- 
ment of, any such particular testamentary debts, the trust, . 
shall be deemed to be a trust described in subsection (6), 


except that where the fair market value, immediately after the 
taxpayer's death, of all of the specified properties so listed. , 
exceeds the total of the non-qualifying debts in respect of the 
taxpayer (the amount of which excess is referred to in this 
Subsection as the “listed value excess’’) and the taxpayer’s le- 
gal representative has designated in the taxpayer’s return one 
specified property so listed (other than money) that is a capi- 
tal property other than depreciable property, 


Para. 70(7)(a) substituted by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 48(4), applicable to 1990 et seq. Para. 70(7)(a) formerly read: 


(a) for the purpose of determining the day on or before which 
/a return (in this subsection referred to as the “taxpayer’s re- 
turn’) of the taxpayer’s income for the-taxation year in which 
the taxpayer died is required to be filed by the taxpayer’s le- 
gal representative, the reference in paragraph 150(1)(b) to “6 
months” shall be read, except for the purposes of section 161, 
as a reference to “18 months”; and’ ~ ‘ 


Pre-RSC History: Subparas. 70(7)(b)(iii), (iv) substituted by | 


1976-77, c. 4, subsec. 27(3), applicable to losses arising from trans- 
fers or distributions after May 25, 1976. Subparas. ioe a gfe (iv) 
formerly read: 

- (iii) the amount of the taxpayer’s capital gain, if any, from the 
‘disposition of that property deemed by subsection (5) to have 
been made by him is that Suet coate of that capital gain other- 
wise determined that 


(A) the amount, if any, by which the fair market value of 
that property immediately after the taxpayer’s death ex- 
ceeds the listed value excess, 


is of 
(B) the fair market value of that property immediately af- 
ter his death, and 

(iv) the cost to the trust of that property is the aggregate of 
(A) its adjusted cost base to the taxpayer immediately 
before his death, and 


(B) the amount determined under subparagraph (111) to be 
the taxpayer’s capital gain from the disposition of that 
‘property. 

Interpretation Bulletins: IT-305R4: Testamentary spouse trusts. 


(8) Meaning of certain expressions in. 


subsec. (7) — In subsection (7), 


(a) the “fair market value” at any time of any 
property subject to a mortgage is the amount, if 
any, by which the fair market value at that time 


of the property otherwise determined exceeds the - 


amount outstanding at that time of the debt se- 
cured by the mortgage, as the case may be’; 

(b) “non-qualifying debt” in respect of a taxpayer 
who has died and by whose will any trust has 
been created that would, but for the payment of, 
or provision for payment of, any particular testa- 


4 Sic. Disregard the words “‘as. the case may be’ 
(That change was non-substantive.) — ed. 
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“mentary debts in:respect: of the taxpayer,:be a 
trust described in subsection (6), means any, such 
particular testamentary debt in respect of the tax- 
payer other than 


(4) any estate, legacy, succession or inheri- 
tance duty payable, in consequence of the tax- 
payer’s death, in respect of any propery of, or 
interest in, the. trust,.or 


(ii) any debt secured by a mortgage on prop- 
‘erty owned by the taxpayer immediately 
before the taxpayer’s death; and | 


(c) “testamentary debt” 


,.in respect of a taxpayer 
who has died, means 


(i) any debt owing by the taxpayer, or any 
other obligation of the taxpayer, to pay an 
amount,.that was outstanding immediately 
before the taxpayer’s death, and 


(ii) any amount payable (other than any 
amount payable to any person. as.a beneficiary 

of the taxpayer’s estate) by the taxpayer’s es- 

tate in consequence of the taxpayer’s death, 


including any income or profits tax payable by or 
in respect of the taxpayer for the taxation year in 
which the taxpayer died or for any previous taxa- 
tion year, and ‘any estate, legacy, succession or 
inheritance duty. payable in consequence of the 
taxpayer’s death. 


Related Provisions: 248(8) - — Occurrences, as, a consequence of 
death. 


Interpretation Bulletins: IT-305R4: Testamentary spouse trusts. 


(9) Transfer of farm property to child — Where 
any land in Canada or depreciable property in Can- 
ada of a prescribed class of a taxpayer to. which sub- 
section (5) would otherwise apply was, before the 
taxpayer’ s death, used principally in the business of 
farming in which the taxpayer, the taxpayer's spouse 
or any of the taxpayer’s children was actively en- 
gaged on a regular and continuous basis'‘and the 
property is, as a consequence of the death, trans- 
ferred. or distributed, to.a.child of the taxpayer who 
was resident in Canada immediately before the death 
and it can be shown, within the period ending 36 
months after the death or, where written application 
therefor has been made to the Minister by the tax- 
payer’s legal representative within that. period, 
within such longer period as the Minister considers 
reasonable in the circumstances, that the property 
has vested indefeasibly in the child, ; 


- (a) paragraphs (5)(a) and (b) do-not apply in re- 
spect of the property, 


(b) the taxpayer shall be deemed to have, imme- 
diately before the taxpayer’s death, disposed of 


’: they should have been deleted along with “or hypothec” inthe'R.S.C. 1985, consolidation. 
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the property and received proceeds of disposition 
therefor equal to 


(i) where the property was depreciable prop- 
erty of a prescribed class, the lesser of the 
capital cost and the cost amount to the tax- 
payer of the property immediately before the 
death, and 


(i1) where the property is land (other than land 
to which subparagraph (1) applies), its ad- 
justed cost base to the taxpayer aria! 
before the death, 


and the child shall be deemed to have sequiel 
the property at the time of the death at a cost 
equal to those proceeds, and 


(c) where the property was depreciable property 
of a prescribed class, paragraphs (5)(c) and (d) 
apply as if the references therein to “paragraph 
(a)” and “paragraph (b)” were read as “paragraph 
(9)(b)”, 
except that, where the taxpayer’s legal representative 
so elects in the taxpayer’s return of income under 
this Part for the year in which the taxpayer died, par- 
agraph (b) shall be read as follows: 


“(b) the taxpayer shall be deemed to have, im- 
mediately before the taxpayer’s death, disposed 
of the property and received proceeds of dispo- 
sition therefor equal to such amount as the legal 
representative elects in the taxpayer’s return of 
income under this Part for the year in which the 
taxpayer died, not greater than the greater of 
nor less than the lesser of 


(i) where the property was depreciable prop- 
erty of a prescribed class, . 


(A) its fair market value immediately 
before the death, and 


(B) the lesser of the capital cost and the 
cost amount to the taxpayer of the prop- 
erty immediately before the death, and 


(ii) where the property is land (other than 
land to which subparagraph (1) applies), 


(A) its fair market value immediately 
before the death, and 


(B) its adjusted cost base to the taxpayer 
immediately before the death, 


and the child shall be deemed to have acquired 
the property at the time of the death at a cost 
equal to those proceeds, except that for the pur- 
pose of this paragraph, where the elected 
amount exceeds the greater of the amounts de- 
termined under clauses (1)(A) and (B) or (ii) (A) 
and (B), as the case may be, it shall be deemed 
to be equal to the greater thereof, and where the 
elected amount is less than the lesser of the 
amounts determined under clauses (i)(A) and 
(B) or (ii) (A) and (B), as the case may be, it 
shall be deemed to be equal to the lesser 
thereof, and’. 
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Related Provisions: 70(9.6) — Transfer to parent; 70(9.8) — 
Leased farm property; 70(10) — Definitions; 70(12) — Capital cost 
of certain depreciable property; 73(3) — Inter vivos transfer of farm 
property by farmer to his child; 220(3.2), Reg. 600(b) — Late filing 
of election or revocation; 248(8) — Occurrences as a consequence 
of death; 248(9.2) — Meaning of “vested indefeasibly”; 252(4) — 
Extended meaning of “spouse”. 


History: All that portion of subsec. 70(9) following para. (a) sub- 
stituted by 1994, c. 21, subsec. 33(8), applicable to dispositions and 
acquisitions occurting after 1992. That portion of the subsec. for- 
merly read: 


(b) the taxpayer shall be deemed to have disposed of the 
property immediately before the taxpayer's death and to 
have received proceeds of disposition therefor equal to, 


(1) where the property was depreciable property. of 
the taxpayer of a prescribed:class, that proportion of 
the undepreciated capital cost to the taxpayer imme- 
diately before the taxpayer’s death of all of the de- 
preciable property of the taxpayer of that class that 
the fair market value at that time of the property was 
of the fair market value at that time of all of the de- 
preciable property of the taxpayer of that class, and 


(ii) where the property was land, its adjusted cost 
base to the taxpayer immediately before the tax- 
payer’s death, 


and the child shall be deemed to have acquired the prop- 
erty for an amount equal to those proceeds, and 


(c) where the. property was depreciable property of the 
taxpayer of a prescribed class, paragraph (5)(c) applies as 
if the references therein to “paragraph (a)” and to “para- 
graph (b)” were read as references to “paragraph (9)(b)”, 


except that, where the.legal representative of the taxpayer has 
so elected in the taxpayer’s return of income under this Part 
for the year in which the taxpayer died, paragraph (b) shall be 
read as follows: 


“(b) the taxpayer shall. be deemed to have disposed of 
the property immediately before the taxpayer’s death 
and to have received proceeds of disposition therefor 
equal to such amount as the legal representative has 
elected, not greater than the greater of or less than the 
lesser of 


(i) where the property was depreciable property of 
a prescribed class, 


(A) the fair market value of the property im- 
mediately before the death of the taxpayer, and 


(B) that portion of the undepreciated capital 
cost to the taxpayer immediately before the 
taxpayer’s death of all the depreciable prop- 
erty of that class. of the taxpayer that. the fair 
market value at that time of the property dis- 
posed of was of the fair market value at that 
time of. all of the depreciable property of that 
class of the taxpayer, and 


(11) where the property was land not described in 
subparagraph (i), 


(A) the fair market value of the land immedi- 
ately before the taxpayer’s death, and 


(B) the adjusted cost base to the taxpayer of 
the land immediately before the taxpayer’s 
death, 


and the child shall be deemed to have acquired the 
property for an amount equal to those proceeds, except 
that for the purposes of this paragraph, where. the 
elected amount exceeds the greater of the amounts de- 
termined under subparagraphs (i) and (ii), it shall be 
deemed to be equal to the’ greater thereof, and where 
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the elected amount is less than the lesser of the 
amounts determined under those. subparagraphs, it shall 
be deemed to be equal to the lesser thereof; and” 


All that portion of subsec. 70(9), preceding. para. (b) amended by 
1994, c. 7, Sch. VHI (1993, c. 24), subsec. 28(11), applicable. with 
respect to. dispositions occurring after 1992. That portion formerly 
read: 


(9) Transfer of farm property to child — Where any land in 
Canada or depreciable property in Canada of a prescribed 
class of a taxpayer to which paragraphs (5)(a) and (c) or 
(5)(b) and (d), as the case.may be, would otherwise apply 
was, immediately before the taxpayer’s death, used by the 
taxpayer, the taxpayer’s spouse or any. of the taxpayer’s. chil- 
dren in the business of farming and the property has, on or 
after the death of the taxpayer and as a consequence thereof, 
been transferred or distributed to a child of the taxpayer who 
was resident in Canada immediately before the death of the - 
taxpayer and it can be shown, within the period ending 36 
months after the death of the taxpayer or, where written appli- 
cation therefor has been made to the Minister by the tax- 
payer’s legal representative within that period, within such 
longer period as the Minister considers reasonable in-the cir- 
cumstances, that the property has become vested indefeasibly 
in the child, the following rules apply: » 

(a) paragraphs (5)(a) to (d) are not applicable to the 

property; 

Para. 70(9)(c) amended by 1994, c. 7, Sch. VIII (1993, c. 24), sub- 


sec. 28(12), applicable with respect to dispositions occurring after 
1992. That para. formerly read: 


(c) where the property was depreciable, property of the tax- 
payer of a prescribed class, paragraph (5)(e) is applicable as if 
the reference therein to “paragraph (b)” and to “paragraph 
(d)” were read as references to “paragraph (9)(b)”, 


Pre-RSC History: All that portion of subsec. 70(9) preceding 
para, (a) substituted by 1985, c. 45, subsec.. 33(15), applicable 


(a) with respect to deaths occurring after 1984; and 


(b) with respect to any property of a taxpayer who died after 
1981 and before 1985 if the taxpayer’s legal representative and 
each person to whom any interest in the property is transferred 
or distributed as a consequence of the death of the taxpayer 
jointly elect to have this paragraph apply by notifying the Min- 


ister of National Revenue in writing on or before the later of 


December. 31, 1985, and the day that is 90 days after October 
PLS MM LS CS. 


That portion preceding para. (a) formerly read: 


(9) Transfer of farm property by farmer to his child — 
Where any land in Canada or depreciable property in Canada 
of a prescribed class of a taxpayer to which paragraphs 5(a) 
and (c) or paragraphs 5(b) and (d), as the case may be, would 
otherwise apply was, immediately before his death, used by 
him, his spouse or any of his children in the business of farm- 
ing and the property has, on or after the death of the taxpayer 
and as a consequence thereof, been transferred or distributed 
to a child of the taxpayer who was resident in Canada imme- 
diately before the death of the taxpayer and the property can, 
within 15 months after the death of the taxpayer or such 
longer period as is reasonable in the circumstances, be estab- 
lished: to have become vested indefeasibly in the child not 
later than 15 months after the death of the taxpayer, the fol- 
lowing rules apply: 

Subsec. 70(9) amended by 1984, c. 45, subsec. 24(1), to add all that 

portion following para. (c), applicable with respect to transfers or 

distributions of property occurring after 1983. 


All that portion of subsec. 70(9) preceding para (a) substituted by 
1976-77, c.. 4, subsec. 27(4), applicable to 1972 et seq. 


Selected Cases [subsec. 70(9)]: Boger Estate v. MNR, [1991] 
2 C.T.C. 168 (FCTD); appealed to FCA (Nov. 28, 1991), File A- 


S. 709.1 (ce) 


1199-91 (Bequeathed property unaffected by Family Relief Act or- 
der vested indefeasibly; rollover allowed). 


1.T. Application Rules: 26(18) (farmland owned since before 
1972). 


Interpretation Bulletins: IT-349R3: Intergenerational transfers 
of farm property on death; IT-382: Debts bequeathed or forgiven on 
death; IT-449R: Meaning of “vested indefeasibly”’. 


Information Circulars: 92-1: Guidelines for accepting late, 
amended or revoked elections. 


(9.1) Transfer of farm property from spouse’s 
trust to settior’s children — Where any property 
in Canada of a taxpayer that is land or depreciable 
property of a prescribed class has been transferred or 
distributed to a trust described in subsection (6) or 
subsection 73(1) and the property or a replacement 


property therefor in respect of which the trust has 


made an election under subsection 13(4).or 44(1) 
was, immediately before the death of the taxpayer’s 
spouse who was a beneficiary under the trust, used in 
the business of farming and has, on the death of the 
spouse and as a consequence thereof, been trans- 
ferred or distributed to and become yested indefeasi- 
bly in a child of the taxpayer who was resident in 
Canada immediately before the death of the spouse, 
the following rules apply: 


(a) subsections 104(4) and (5) do not apply to the 
trust in respect of the property, 


(b) the trust. shall be deemed-to have, immedi- 
ately before the spouse’s death, disposed of the 
property and received proceeds of disposition 
therefor equal to 


(1) where the property. was depreciable prop- 
erty of a-prescribed class, the lesser of the 
capital cost and the cost amount to the trust of 
the property immediately before the death,. 
and 


(11) where the property is land (other than land 
to which subparagraph (1) applies), its ad- 
justed cost base to the trust immediately 
before the death,, 


and the child shall be deemed to have acquired 
the property at the time of the death at a cost 
equal to those proceeds, 


(c) where any depreciable property of a pre- 
scribed class that is deemed by paragraph (b) to 
have been disposed of by the trust is acquired by 
a child of the taxpayer as a consequence of the 
spouse’s death (other than. where the trust’s pro- 
ceeds of disposition of the property under para- 
graph (b) are redetermined under subsection 
13(21.1)) and the amount that was the capital cost 
to the trust of the property exceeds the amount 
determined under paragraph (b) to be the cost to 
the child of the property, for the purposes of sec- 
tions 13 and 20 and any regulations made for the 
purpose of paragraph 20(1)(a), 

(i) its capital cost to the child shall be deemed 

to be the amount that was its capital cost to 

the trust, and 
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(ii) the excess shall’ be deemed to have been 
allowed to the child in respect of the property 
under regulations made for the purpose of par- 


agraph 20(1)(a) in computing income for taxa- 


tion years that ended before the child acquired 
the property, and 


(d) where the property of the trust that j is deemed 


by paragraph (b) to have been disposed of i 1S ac- 

quired by a child of the taxpayer as a conse- 

» quence. of the spouse’s death and: the trust’s pro- 

‘ceeds of disposition. of the property under 

paragraph (b).are redetermined under subsection 
13(21.1), notwithstanding paragraph (b), 


(i) where the property was depreciable prop- 

erty of a prescribed class and the amount that 
was its capital cost to the trust’ exceeds the 
amount so redetermined under subsection 
13(21.1), for the purposes of sections 13 and 
20 and any regulations made for the purpose 
of paragraph 20(1)(a), 


(A) its capital cost to the child shall be. 


deemed to be the amount that was its capi- 
tal cost to. the trust, and 


(B) the excess shall. be deemed to have 
been allowed to the child in respect of the 
‘property under regulations made for the 
purpose of paragraph 20(1)(a) in comput- 
‘ing income for taxation years that ended 
before the child acquired the property, and 


(ii) where the property is land (other than land 
to which subparagraph (i) applies), its cost to 
the child shall be deemed to be the amount 
that was the trust’s proceeds of disposition as 
redetermined under subsection 13(21.1), 


except that, where the trust so elects in its return of 
income under this Part for its taxation year in which 
the spouse died, paraprap (b) shall.be read as 
follows: 


“(b) the trust shall be deemed to have, immedi- 
ately before the spouse’s death, disposed of the 
“property and received proceeds of ‘disposition 
therefor equal to such amount as the trust elects 
in its return of income under this Part for the 
year in which the spouse died, not. greater than 
the, greater of nor less than the lesser of 


(i) where the property was depreciable prop- 
erty of a prescribed class, 


(A) its fair market value immediately 
before the death, ‘and 


(B) the lesser of the capital cost and the 
cost amount to the trust of the property 
immediately before the death, and 


(ii) where the property is land (other than 

land to which subparagraph (1) applies), 
(A) its fair market value immediately 
before the death, and 


(B) its adjusted cost base to the trust im- 
mediately before the death, . 
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and the child shall be deemed to have acquired 
the property at the time of the death at a cost 
equal to those proceeds, except that for the pur- 
pose of this paragraph, where the elected 
amount exceeds the greater of the amounts de-— 
termined under clauses (i)(A) and (B) or (1i)(A) 
and (B), as the case may be, it shall be deemed 
to be equal to the greater thereof, and where the 
elected amount is less than the lesser of the 
amounts. determined under clauses (i)(A) and 
(B) or (i)(A) and (B), as the case may be, it 
shall be deemed to be equal to the lesser 
thereof,” uss 
Related pine: 70(9.6) — Transfer to parent; 70(10) — 
Definitions; 70(12) — Capital cost of certain depreciable property; 
70(13) — Order of disposal of depreciable property; 73(4) — Inter 
vivos transfer of family farm, corporations. and partnerships ; 
220(3.2); 248(8)— Occurrences as a consequence of death; 
Meaning of “vested indefeasibly”; 252(4) — Extended 
“spouse”; Reg. SO ene filing of. election or 


meaning of 
revocation. 


History: All that portion of subsec. 70(9.1) following para: (a) sub- 
stituted by 1994, c. 21, subsec. 33(9), applicable to dispositions and 
acquisitions occurring after 1992. That portion of the subsec. for- 
merly read: 


(b) the trust shall be deemed to have disposed of the 
property immediately before the death of the taxpayer’s 
spouse and to have received proceeds of disposition 
therefor equal to, 


(i) where the property was depreciable property of 
the trust of a prescribed class, that proportion of the 
undepreciated capital cost to the trust immediately 
before the death of the spouse of all of the deprecia- 
ble property of the trust of that class that the fair 
market value at that time of the property was of the 
fair market value at that time of all of the depreciable 
property of the trust of that class, and 


(ii) where the property. was. land, its adjusted. cost 
base to the trust immediately before, the death. of the 
spouse, 


and the child shall be deemed to have acquired the prop- 
-erty for an amount equal to those proceeds, ahd’ 


(c) where any depreciable property of the trust of a pre- 
scribed class that is deemed by paragraph (b) to have 
been disposed_of by the trust has been. acquired. by a child 
of the taxpayer by virtue of the death of the taxpayer’s 
spouse and the amount that was the capital cost. to the 
trust of that property exceeds the. amount. determined 
under paragraph (b) to be the cost to the child of that 
property, for the purposes of sections 13 and 20 and any 
regulations made under paragraph 20(1)(a), 


(i) the capital cost to the child of the property shall 
be deemed to be the amount that was the Segoe cost 
to the trust of the property, and 


(11) the excess shall be deemed to have been allowed 
to the child in respect of the property under regula- 
tions made under paragraph 20(1)(a) in computing 
income for taxation years before the acquisition by 
the child of the property, 


except that, where the trust has so elected in its return of in- 
come under this Part for its taxation year in which the tax- 
payer’s spouse died, paragraph (b) shall be read as follows: 


“(b) the trust shall be deemed to have disposed of the 
property immediately before the death of the tax-— 
payer’s spouse and to have received proceeds of dispo- 
sition therefor equal to such amount as the trust has 


538 


Subdiv. f — Rules re Computation of Income 


elected, not greater than the greater of or less. than the 
lesser of 


(1) where the property was depreciable ages of 
a prescribed class, 


(A) the fair market value of the property im- 
mediately before the death of the spouse, ‘and 


(B) that proportion of the undepreciated capi- 
tal cost to the trust immediately before the 
death of the spouse of all the depreciable prop- 
erty of that class of the trust that the fair mar- 
ket value at that time of the property disposed 
of was of the fair market value at that time of 
all the depreciable property of that class of the 
trust, and 


(ii) where the property was land not described in 
subparagraph (i), 
(A) the fair market value of the land immedi- 
ately before the death of the spouse, and 


(B) the adjusted cost base to the trust of the 
land immediately before the death of the 
spouse, 


and the child shall be deemed to have acquired the 
property for an amount equal to those proceeds, except 
that for the purposes of this paragraph, where the 
elected amount exceeds the greater of the amounts de- 
termined under subparagraphs (i) and (11), it, shall be 
deemed to be equal to the greater, thereof, and. where 
the elected amount is less than the lesser of the 
amounts determined under those subparagraphs, it shall 
be deemed to be equal to the lesser thereof; and”. 


Para. 70(9.1)(a) amended by 1994, c..7, Sch. VIII (1993, c. 24), sub- 
sec. 28(13), applicable after December 20, 1991. That para. for- 
merly read: 


(a) subsections 104(4) and (5) are not applicable to the 
property; 
Pre-RSC History: All that portion of subsec. 70(9.1) preceding 
para. (a) substituted by 1985, c. 45, subsec. 33(16), applicable to 
1984 et seq. That portion formerly read: 


(9.1) Transfer of farm property from spouse’s trust to 
children of settlor — Where any land or depreciable prop- 
erty of a prescribed class has been transferred or distributed 
to a trust described in subsection (6) or subséction 73(1), and 
the property was, immediately before the death of the tax- 
payer’s spouse who was a beneficiary under. the trust, used in 
the business of farming and has, on the death of the spouse 
and as a consequence thereof, been transferred or distributed 
to and become vested indefeasibly in a child of the taxpayer 
who was resident in Canada immediately before the death of 
the spouse, the following rules apply: 


Subsec. 70(9.1) amended by 1984, c. 45, subsec. 24(2), to add all 
that portion following para. (c), applicable with respect to transfers 
or distributions of property occurring after 1983. 

Subsec.,70(9.1), added by, 1974-75-76, c. 26, subsec. 38(7), applica- 
ble to 1972 et seq. 

Interpretation Bulletins: IT-349R3: Intergenerational transfers 
of farm property; IT-449R: Meaning of “vested indefeasibly”. 


Information Circulars: 92-1: 
amended or revoked elections. 


Guidelines for accepting late, 


(9.2) Transfer of family farm corporations and 
partnerships — Where at any time property of a 
taxpayer that was, immediately before the taxpayer’s 
death, a share of the capital stock of a family farm 
corporation of the taxpayer or an interest in a family 
farm partnership of the taxpayer to which subsection 
(5) would otherwise apply is, as a consequence of 


S.:70(9.2) 


the death, transferred or distributed to a child of the 
taxpayer who was resident in Canada:immediately 
before the death and it can be shown, within the pe- 
riod ending 36 months after the death or, where writ- 
ten application therefor has been made to the Minis- 
ter by the taxpayer’s legal representative within that 
period, within such longer period as the Minister 
considers reasonable in the circumstances, that the 
property has vested indefeasibly in the child, 


(a) subsection (5) does not apply in respect of the 
property, and 


(b) where the property is a share of the capital 
stock of a family farm corporation, the taxpayer 
shall be deemed to have, immediately before the 
taxpayer’s death, disposed of the property and re- 
ceived proceeds of disposition therefor equal to 
its adjusted cost base to the taxpayer immediately 
before the death, and the child shall be deemed to 
have acquired the property at the time of the 
death ata cost equal to those proceeds, and 


(c) where the property is an interest in a family 
farm partnership (other than an interest in a part- 
nership to which subsection. 100(3) applies), 


(i) the taxpayer shall, except for the purpose 
of paragraph 98(5)(g), be deemed not to have 
disposed of the property as a consequence of 
the taxpayer’s death, 


(11) the child shall be deemed to have acquired 
the property at the time of the death at a cost 
equal to the cost to the taxpayer of the inter- 
est, and 


(iii) each amount added or deducted in com- 
puting the adjusted cost base to the taxpayer 
of the property shall be deemed to be required 
by subsection 53(1) or (2) to be added or de- 
ducted, as the case may be, in computing its 
adjusted cost base to the child, 


except that, where the taxpayer’s legal representative 
so elects in the taxpayer’s return of income under 
this Part for the year in which the taxpayer died, par- 
agraph (c) does not apply and paragraph (b) shall be 
read as follows: 


“(b) the taxpayer shall be deemed to have, im- 
mediately before the taxpayer’s death, disposed 
of the property and received proceeds of dispo- 
sition therefor equal to such amount as the legal 
representative elects in the taxpayer’s return of 
income under this Part for the year in which the 
taxpayer died, not greater than the greater of 
nor less than the lesser of 


(i) its fair market value immediately before 
the death, and 


(i1) its adjusted cost base to the taxpayer im- 
mediately before the death, 


and the child shall be deemed to have acquired 
the property at the time of the death at a cost 
equal to those proceeds, except that for the pur- 
pose of this paragraph, where the elected 
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That portion of subsec. 70(9.2) preceding para. (b) amended by 


amount exceeds the greater of the amounts de- 
1994, c. 7, Sch. VII (1993, c. 24), subsec. 28(14), applicable to 


termined under subparagraphs (i) and (ii), it 


dispositions occurring after 1992. That portion formerly read: 


shall be deemed to be equal to the greater 
thereof, and where the elected amount is less 
than the lesser of the amounts determined under 
subparagraphs (1) and (11), it shall be deemed to 
be equal to the lesser thereof, and,”. 


(9.2) Transfer of family farm corporations and partner- 
ships — Where at any particular time after April 10, i978 
property of a taxpayer that was, immediately before the tax- 
payer’s death, a share of the capital stock of a family farm 
corporation of the taxpayer or an interest in a family farm 


partnership of the taxpayer to which paragraphs (5)(a) and (c) 
would otherwise apply has, on or after the death of the tax- 
payer and as a consequence thereof, been transferred or dis- 
tributed to a child of the taxpayer who was resident in Canada 
immediately before the death of the taxpayer and it can be 
shown, within the period ending 36 months after the death of 
the taxpayer or, where written application therefor has been 
made to the Minister. by the taxpayer’s legal representative 
within that period, within such longer period as the Minister 
considers reasonable in the circumstances, that the property 
has become vested indefeasibly in the child, the following 
rules apply: 


Related Provisions: 40(3.18)(b) — Grandfathering of partner- 
ship interest transferred under 70(9.2)(c); 70(9.6) — Transfer to 
parent; 70(10) — Definitions; 220(3.2) —- Late, amended or re- 
voked elections; 220(3.2); 248(8) — Occurrences as a consequence 
of death; 248(9.2) — Meaning of “vested indefeasibly”; Reg. 
600(b) — Late filing of election or revocation. 


History: All that portion of subsec, 70(9.2) following para. (a) sub- 
stituted by 1994, c. 21, subsec. 33(10), applicable to dispositions 
~and acquisitions occurring after 1992. That portion of the subsec. 
formerly read: 


(b) where the property is a share of the capital stock of a 
family farm corporation, the taxpayer shall be deemed to 
have disposed of the property immediately before the 
taxpayer’s death and to have received proceeds of dispo- 
sition therefor equal to its adjusted cost base to the tax- 
payer immediately before the death, and the child shall 
be deemed to have acquired the property for an amount — 
equal to the proceeds, and 


(a) paragraphs. (5)(a) and (c) are not applicable to the 

property; 
All that portion of subsec. 70(9.2) following para. (a) substituted by 
1994, c. 7, Sch. II (1991, c. 49); subsec. 48(5), applicable to trans- 
fers, distributions and acquisitions occurring after January 15, 1987. 
That portion formerly read: 


(b) the taxpayer shall be deemed to have disposed of the 
property immediately before the taxpayer’s death and to 
have received proceeds of disposition therefor equal to its 
adjusted cost base to the taxpayer immediately before the 
taxpayer’s death and the child shall be deemed to have 
acquired the property for an amount equal to those 
proceeds 


(c) where the property is an interest in a family farm part- 
nership (other than an interest in a partnership to which 
subsection 100(3) applies), 


(i) the taxpayer shall, except for the purposes of par- 
agraph 98(5)(g), be deemed not to have disposed of 
the property as a consequence of the taxpayer’s 


oath except that, where the legai representative of the taxpayer has 


so elected in the taxpayer’s return of income under this Part 
for the year in which the taxpayer died, paragraph (b) shall be 
read as follows: 


(ii) the child shall be deemed to have acquired the 
property for an amount equal to the cost thereof to 


Be RDO ein ae “(b) the taxpayer shall be deemed to have disposed of 


the property immediately before the taxpayer’s death 
and to have received proceeds of disposition therefor 
equal to such amount as the legal representative has 
elected, not greater than the greater of or less than the 
lesser of 


(ii) each amount added or deducted in computing 
the adjusted cost base to the taxpayer of the-property 
shall be deemed to be required by subsection 53(1) 
or (2) to be added or deducted, as the case may be, in 
computing the adjusted cost base to the child of the 
property, (i) the fair market value of the property immedi- 


except that, where the legal representative of the taxpayer so afer vn SCR aye DE Neaa ae 


elects in the taxpayer’s return of income under this Part for 
the year in which the taxpayer died, paragraph (c) does not 
apply and paragraph (b) shall be read as follows: 


(ii) the adjusted cost base to the taxpayer of the 
property immediately before the taxpayer’s death, 


and the child shall be deemed to have acquired. the 
property for an amount equal to those proceeds, except 
that for the purposes of this paragraph, where the 
elected amount exceeds the greater of the amounts de- 
termined under subparagraphs (i) and (ii), it shall be 
deemed to be equal to the greater thereof, and where 
the elected amount is less than the lesser of the 
amounts determined under those subparagraphs, it shall 
be deemed to be equal to the lesser thereof.” ; > 


“(b) the taxpayer shall be deemed to have disposed of 
the property immediately before the taxpayer’s death 
and to have received proceeds of disposition therefor 
equal to such amount as the legal representative elects, 
not greater than the greater of or less than the lesser of 


(i) the fair market value of the property immedi- 
ately before the death, and 


Pre-RSC History: All that portion of subsec. 70(9.2) preceding 


(ii) the adjusted cost base to the taxpayer of the 
para. (a) substituted by 1985, c. 45, subsec. 33(17), applicable 


property immediately before the death, 


and the child shall be deemed to have acquired the (a) with respect to deaths occurring after 1984; and 


property for an amount equal to those proceeds, except 
that for the purposes of this paragraph, where the 
elected amount exceeds the greater of the amounts de- 
termined under subparagraphs (i) and (ii), it,shall be 
deemed to be equal to the greater thereof, and where 
the elected amount is less than the lesser of the 
amounts determined under those subparagraphs, it shall 
be deemed to be equal to the lesser thereof,”. 


(b) with respect to’ any property of a taxpayer who died after 
1981 and before 1985 if the taxpayer’s legal representative and 
each person to whom any interest in the property is transferred 
or distributed as a consequence of the death of the taxpayer 
jointly elect to have this paragraph apply by notifying the Min- 
ister of National Revenue in writing on or before the later of 
December 31, 1985 and the day that is 90 days after October 
29, 1985. 
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That portion preceding para. (a) formerly read: 


(9.2) Transfer of family farm corporations and partner- 
ships — Where at any particular time after April 10, 1978 
property ofa taxpayer that was, immediately before the tax- 
payer's death, a share of the capital stock of a family farm 
corporation of the taxpayer or an interest.in a family farm 
partnership of the taxpayer to which paragraphs (5)(a) and (c) 
would otherwise apply has, on or after the death of the tax- 
payer and as a consequence thereof, been transferred or dis- 
tributed to a child of the taxpayer who was resident in Canada 
immediately before the death of the taxpayer and the property 
can, within 15 months after the death of the taxpayer or such 
longer period as is reasonable in the circumstances, be estab- 
lished to have become vested indefeasibly in the child not 
later than 15 months after the death of the taxpayer, the fol- 
lowing rules apply: rm 
Subsec. 70(9.2) amended by 1984, c. 45, subsec. 24(3) to add all 


that portion following para. (b), applicable with respect to transfers 
or distributions of property occurring after 1983. 


Subsec. 70(9.2) added by 1977-78, c..32, s. 14, applicable after 
April 10, 1978. 

Interpretation Bulletins: IT-349R3: Intergenerational transfers 
of farm property on death; IT-449R: Meaning of “vested 
indefeasibly”. 


(9.3) Transfer of family farm corporation or | 


partnership from spouse’s trust to children 
of settlor — Where property of a taxpayer has been 
transferred or distributed to a trust described in sub- 
section (6) or 73(1) and the property was, 


(a) immediately before the transfer or distribu- 
tion, a share of the capital stock of a family farm 
corporation of the taxpayer or an interest in a 
family farm partnership of the taxpayer, and 


(b) immediately before the death of the tax- 
payer’s spouse who was a beneficiary under the 
trust, 

(1) a share in the capital stock of a Canadian 


corporation that would be a share in the capi- 
tal stock of a family farm corporation if para- 


graph (a) of the definition “share of the capital 


stock of a family farm corporation” in subsec- 
tion (10) were read without the words “in 
which the person or a spouse, child or parent 
of the person was actively engaged on a regu- 


lar and continuous basis’, or 


(11) an interest in a partnership that carried on 
the business of farming in Canada in which it 
used all or substantially all of its property, 


and has, at any time after April 10, 1978, on the 
death of the spouse and as a consequence thereof, 
been transferred or distributed to. and become vested 
indefeasibly in a child of the taxpayer who was resi- 
dent in Canada immediately before the death of the 
spouse, the following rules apply: 


(c) subsection 104(4) does not apply to the trust 
in respect of the property, 


(d) where the property is a share of the capital 
stock of a family farm corporation, the trust shall 
be deemed to have disposed of the share immedi- 
ately before the death of the spouse and to have 
received proceeds of disposition therefor equal to 
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its adjusted cost base to the trust immediately 
before the death of the spouse, and the child shall 
be deemed to have acquired the property for an 
amount equal to those proceeds, and _ 


(e) where the property is an interest in a family 
farm partnership (other than an interest in a part- 
nership to which subsection 100(3) applies), 


(i) the trust shall, except for the purposes of 
paragraph 98(5)(g), be deemed: not to have 
disposed of the property as a consequence of 
the death of the spouse, 


(ii) the child shall be deemed to have acquired 
the property for an amount equal to the cost 
thereof to the trust, and 


(iii) each amount added or deducted in com- 
puting the adjusted cost base to the trust of the 
property shall be deemed to be required by 
subsection 53(1) or (2) to be added or de- 
ducted, as the case may be, in computing the 
adjusted cost base to the child of the property, 


except that, where the trust so elects in its return of 
income under this Part for its taxation year in which 
the spouse died, paragraph (e) shall not apply and 
paragraph. (d) shall be read as follows: 


“(d) the trust shall be deemed to have disposed 
of the property immediately before the death of 
the spouse and to have received proceeds of dis- 
position therefor equal to such amount as the 
trust elects, not greater than the greater of or 
less than the lesser of 


(i) the fair market value of the property im- 
mediately before the death of the spouse, 
and . 

(11) the adjusted cost base to the trust of the 
property immediately before the death of the 
spouse, 


and the. child shall be deemed to have acquired 
the property for an amount equal to those pro- 
ceeds, except that for the purposes of this para- 
graph, where the elected amount exceeds the 
greater of the amounts determined under sub- 
paragraphs (i) and (ii), it shall be deemed to be 
equal to the greater thereof, and where the 
elected amount is less than the lesser of the 
amounts determined under those subparagraphs, 
it shall be deemed to be equal to the lesser 
thereof,”’. 
Related Provisions: 40(3.18)(c) — Grandfathering of partner- 
ship interest transferred under 70(9.3)(e); 70(9.6) — Transfer to 
parent; 70(10) — Definitions; 220(3.2) — Late, amended or re- 
voked elections; 220(3.2); 248(8) — Occurrences as a consequence 
of death; 248(9.2) — Meaning of “vested indefeasibly”; 252(4) — 
Extended meaning of “spouse”; Reg: 600(b) — Late filing of elec- 
tion or revocation. 
History: Subpara. 70(9.3)(b)(i) amended by 1994, c; 7, Sch. VII 
(1993, c. 24), subsec. 28(15), applicable to 1992 et seg. That sub- 
para. formerly read: 
(i) a share in the capital stock of a Canadian corporation that 


would be a share in the capital stock of a family farm corpo- 
ration if paragraph (a) of the definition “share of the capital 
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stock of a family farm corporation” in subsection (10) were 
read without the words “and in. which that person, or-that per- 
son’s spouse or child was actively, engaged” and, subpara- 
staph (b)(ii) of that definition were read without the words 
“in which that person or that person’s APL or child was 
actively engaged”, or): 


Para. 70(9.3)(c) amendéd by 1994, ¢. 7, Sch. VIII (1993, c. 24), sub- 
sec. 28(16), applicable after December 20; 1991.:That para. for- 
merly read: 


(c) subsection 104(4) is not applicable to the property; 


All that portion of subsec. 70(9.3) following para: (c) substituted by 
1994, c. 7, Sch. II (1991, c. 49),;:subsec. 48(6), applicable to trans- 
fers, distributions and acquisitions occurring. after January £31987. 
That portion formerly read: 


(d) the trust shall be deemed. to have en of the 
property immediately before the death of the taxpayer’s 
spouse ‘and-to have received’ proceeds: of disposition 
therefor equal to its adjusted cost base tothe trust:imme- 

diately before the death of that spouse, and the child shall 
be deemed. to have acquired the property for. an amount 
equal to those proceeds, 


except that, where the trust has so elected in its return of in- 
come under this Part for its taxation year in which the tax- 
payer’s spouse died, paragraph (d) shall be read as follows: 


“(d) the trust shall be deemed to have disposed of the 
property immediately before the death of the tax- 

payer’s spouse and to have received proceeds of dispo- | 
sition therefor equal, to. such amount asthe. trust has 
elected, not greater than the greater of or less than the 
lesser of . 


(i) the fair market value of the property. . immedi- 
ately before the death of the spouse, and 


(11) the adjusted cost base to-the trust of the prop- 
erty immediately before the death of the, spouse, 


and the. child shall: be deemed to have acquired the 
property for an amount equal to those proceeds, except 
that for the purposes of this paragraph, where the 
elected amount exceeds the greater of the amounts de- 
termined under, subparagraphs (i) and (ii); 1t, shall be 
deemed to be equal to the greater thereof, and where 
the elected amount is less than the lesser of the 
amounts determined under those subparagraphs, it shall 
be deemed to be equal to the lesser thereof.?: >: 


Pre-RSC History: Para. 70(9.3)(b) substituted and all that portion 
following para’ 70(9.3)(d) added by 1984, c. 45, subsecs. 24(4), (5), 
applicable as to para. 70(9.3)(b) to transfers made after; May 25, 
1978 and as to-that portion following para. 70(9.3)(d). with. respect 
to transfers or distributions of property occurring, after 1983. Para. 
70(9.3)(b) formerly read: 


(b) immediately before the: death of the taxpayer’s spouse 

who was.a beneficiary under the trust, a share in the, capital 

stock of a Canadian corporation, or an interest in, a partner- 

ship, that carried on the business of farming in Canada in 

which it used all or: substantially all of its property; m 
Subsec., 70(9.3) added by 1977-78, c. 32, s. 14, applicable after 
April 10, 1978. ! | 


Interpretation Bulletins: IT-349R3: Intergenerational transfers 
of farm property on death; IT-449R: Meaning of “vested 
indefeasibly”. 


Information: Circulars; 92-1: 
amended or revoked elections: 
(9.4) [Repealed under former Act] 


Pre-RSC History: Subsec. 70(9.4) repealed by 1986, c. 6, subsec. 
33(3), applicable by subsec. 33(7) (as amended by 1988, c. 55, s. 


Guidelines for accepting late, 
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198) with respect to deaths of taxpayers occurring after 1987. Sub- 
sec. .70(9,4) formerly read: 


(9.4) Transfer of shares of small business corporation — 
Where at any particular time property of a taxpayer that was, 
immediately before the taxpayer’s death, a share of the capi- 
tal stock of ‘a small: business corporation to. which paragraphs 
(5)(a) and (c) would otherwise apply has, on or after the death 
of the taxpayer and as a consequence thereof; been trans- 
ferred or distributed‘to a child of the taxpayer:who was resi- 
dent in Canada immediately before the death of the taxpayer 
and it can be shown, within the period ending 36 months after 
the death of the taxpayer or, where written application there- 
‘for has been made to the Minister by the taxpayer’s legal:rep- 
resentative within that period; within such longer period as 
the Minister considers. reasonable in the circumstances, that 
the property has become vested mnepgest es in the child; the 
following rules apply: . 
(a) paragraphs (5)(a) and me are not applicable to the: 
property; 
(b) the taxpayer‘shall be deemed to have steer of the: 
share immediately before his death and to have received ° 
proceeds of disposition therefor equal to the amount, if 
any, by which 


(i) the fair Market value of the share iiisaibea ys 
before his death _ 


exceeds the lesser of 


(ii) the taxpayer’ S wabrera a gain ocr determined 
from the disposition of the share, and : 


(iil) the amount of his cumulative nad business 
gains account immediately before the disposition or 
such lesser amount as is specified by the taxpayer’s 
legal representative:in respect of the-transfer of the 
share; 


»(c) the child shall be deemed to have acquired the share 
at a cost equal to the proceeds of disposition deemed to 
have been merved by the’ piri under paragraph (b); 
and 


(d) where two or more shares have been disposed of at 

_ the same time, this subsection applies as if each share had 
been separately disposed of in the order designated by the 
taxpayer’s legal representative or if no such designation 
is made, in the order designated by. the Minister. 


All that portion of subsec. 70(9. 4) preceding para. (a) substituted by 
1985, c. 45, subsec. 33(18), applicable 


(a) with respect to deaths occurring after 1984; and. 


(b) with respect to any property. of a taxpayer who died after 
1981 and before 1985 if the taxpayer’s legal representative and 
each person to whom any interest in the property is transferred 
or distributed as a consequence of the death of the taxpayer 
jointly elect to have this paragraph apply by notifying the Min- 
ister of National Revenue in writing on or before the later of 
December 31, 1985 and the oe that is 90 oat after October 
29,1985. 


That portion preceding para. (a) formerly read: 


(9.4) Transfer of share of capital stock of small business 
corporation — Where at any particular time property of a 
taxpayer that was, immediately before the taxpayer’s death, a 
share of the capital stock of a small business corporation: to 
which paragraphs (5)(a) and,(c) would otherwise apply has, 
on or after the death of the taxpayer and as a consequence 
thereof, been transferred or distributed to a child of the tax- 
payer who was resident in Canada immediately before the 
death of the taxpayer and the property can, within 15 months 
after the death of the taxpayer or such longer period as is rea- 
sonable in the circumstances, be established to have become 
vested indefeasibly in the child not later than 15 months after 
the death’ of the taxpayer, the following rules ‘apply: 
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Subsec. 70(9.4) added by 1977-78, c. 42; subsec..5(1), applicable in 
respect of a disposition after May 25, 1978 of a share.of the apie 
stock of a small business corporation. ' 


(9.5) [Repealed under former Act] 


Pre-RSC History: Subsec: 70(9.5) repealed by 1986, c. de subsec. 
33(3), applicable by subsec. 33(7) (as amended by 1988, c. 55, s. 
198) with respect to deaths of taxpayers occurring after 1987 except 
that the repeal of subsec. 70(9.5) is applicable with respect to deaths 
of taxpayers’ spouses occurring after 1987. Subsec. 70(9.5) for- 
merly read: 


(9.5) Transfer of share Gi sapltal spe . small business 
corporation from spouse’s trust to children of settlor — 
Where property of a taxpayer has. been transferred or distrib- 
uted to a trust described in subsection ) or subsection 73(1) 
and the property was, 


-(a) immediately before such transfer or’ distribution, a 
share of the capital stock of a small business iy aie 
and 


(b) immediately before the death of the tdoapayatbs spouse 
who was a beneficiary under the trust, a share of the capi; 
tal stock of a small business corporation, 


and has, at any particular time after the,death of the laxnevier 
on the death of the spouse and as a consequence thereof, been 
. transferred or, distributed to and become’ vested indefeasibly 
in a child of the taxpayer who was resident in Canada imme- 
diately before the death of the spouse, the follows rules 
apply: 
(c) subsection 104(4) is not applicable to the share; 


(d) the trust shall be deemed to have disposed of the 
share immediately before the death of the taxpayer’s 
spouse and to have received proceeds of disposition. 
therefor equal to the amount, if any, by which © 


(i) the fair market value of the share immediately 
before the death of that spouse 


exceeds the least of 


_ (ii) the trust’s capital gain otherwise determined from 
the disposition of the share, 


(111) the amount, 1f any, by which thd taxpayer’ S$ Ccu- 
mulative small business gains. account immediately 
after his death exceeds the aggregate of all amounts 
each of which is an amount that would, but for this 
subsection, have been a capital gain of the trust in 
respect of a previous disposition by it, and 


(iv) such lesser amount as is specified by the trust in 
respect of the transfer or distribution of the share; 


(e).the child shall be deemed to have acquired the share 
at a cost equal to the proceeds determined under Dee 
graph (d); and 


(f) where two or more shares have been disposed of by 
the trust at the same time, this subsection applies as if 
each share so disposed of had been separately disposed of 
in the order designated by the trust or if no such designa- 
tion is made, in the order designated by the Minister. 


Subpara. 70(9.5)(d)(iv) and para. 70(9.5)(f) amended by 1985, c. 
45, subsecs. 33(19), (20), to substitute “by the trust” for oa the 
spouse’s legal representative”. 


Subsec. 70(9.5) added by 1977-78, c. 42, subsec. 5(1), applicable in — 


respect of a disposition after May 25, 1978 of a share of the capital 
stock of a small business corporation. 


(9.6) Transfer to parent — Where » 


(a) any property has been acquired by a taxpayer 
in circumstances where any of: subsections (9), 
(9.1), (9,2), (9.3) and 73(3) and (4) applied... 
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(b) as a consequence of the death of the taxpayer 
after 1983 the property has been transferred or 
distributed to a parent of the taxpayer, and 


(c) the taxpayer’s legal representative has so 
elected in the taxpayer’s return of income under 
this Part for the year in which the taxpayer died, 


subsection (9) or (9.2), as the case may be, shall ap- 
ply in respect. of the transfer or distribution as if the 
references therein to. “child”. were read as references 
to “parent”. } | 


Related Provisions: 248(8) — Occurrences as a consequence of 


- death. 


Pre-RSC History: Subsec. 70(9.6) added by 1984, c. 45, subsec. 
24(6), applicable with respect to transfers or distributions of prop- 
erty” occurring after 1983. 


Interpretation Bulletins: IT-268R4: Inter. vivos transfer of farm 


property to child. 


(9.7) [Repealed under former Act] 


Pre-RSC History: Subsec. 70(9.7) repealed by 1986, c. 6, subsec. 
33(4), applicable by subsec:33(7) (as amended by 1988, c: 55, s. 
198) with respect to deaths of taxpayers occurring after 1987. Sub- 
sec. 70(9.7) formerly read; 


ste 7) Transfer to.parent — Where” 


(a) at any particular time capital property of a taxpayer 
that was, immediately before the taxpayer’s death,-a 
share of the capital-stock.of.a small business corporation 
that was acquired by the taxpayer in circumstances where 
any of subsections (9.4), (9.5) or 73(5) applied has, as a 
consequence of the death of the taxpayer after 1983, been 
transferred or distributed to a parent of the taxpayer who 
was resident in Canada immediately before the death of 
the taxpayer, 


(b) it,can be shown, within the. period, ending 36 months 
after the death of the taxpayer or, where written applica- 
tion therefor has been made to the Minister by the tax- 

“payer’s legal representative within that period, within 
such longer period as the Minister.considers reasonable 
in the circumstances, that the property has become vested 
indefeasibly in the parent, and 


(c) the taxpayer’s legal representative has so elected in 
the taxpayer’s return of income under this Part for the 
year in which the taxpayer died, 


the following rules apply: 


(d) paragraphs (5)(a) and (c). are, not. applicable to. the 
property; 


(e) the taxpayer shall be deemed to have ‘disposed of the 
share immediately before his death and to have received 
proceeds of disposition therefor.equal to such amount as 
the legal representative has elected, not greater than the 
greater of or less than the lesser of 


(i) the fair market value of the share immediately 
before his death, and 


(ii) the adjusted cost base to the taxpayer of tie share 
immediately before his death, 


except that for the purposes of this paragraph, where such 
elected amount exceeds the greater of the amounts deter- 
mined under subparagraphs. (i) and (ii), it shall be 
deemed to be equal to the greater thereof, and where such 
elected amount is less than the lesser of the amounts de- 
termined under those subparagraphs, it shall be deemed 
to be equal to the lesser thereof; and, 
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(f) the parent shall be deemed to have acquired the share 
at a cost equal to the proceeds of disposition deemed to 
have been received by the taxpayer under paragraph (e). 


Para. 70(9.7)(b) substituted by 1985, c. 45, subsec.. 33(21), 
applicable 


(a) with respect, to deaths occurring after 1984; and 


(b) with respect to any property of a taxpayer who died in 1984 
if the taxpayer’s legal representative and each person to whom 
any interest in the property is transferred or distributed as a con- 
sequence of the death of the taxpayer jointly elect to have this 
paragraph apply by notifying the Minister of National Revenue 
in writing on or before the later of December 31, 1985 and the 
day that is 90 days after October 29, 1985. 


Para. 70(9.7)(b) formerly read: 


(b) the property can, within 15 months after the death of the 
taxpayer or such longer period as is reasonable in the circum- 
stances, be shown to have become vested indefeasibly in the 
parent not later than 15 months after the death of the tax- 
payer, and 


Subsec. 70(9.7) added by 1984, c. 45, subsec,.24(6), applicable with 
respect to transfers or distributions of property occurring after 1983. 


(9.8) Leased farm property — For the purposes 


of subsections (9) and 14(1), paragraph 20(1)(b), 


subsection 73(3) and paragraph (d) of the definition 
“qualified farm property” in subsection 110.6(1), 
where at any time any property of the taxpayer was 
used by 


(a) a corporation a share of the capital stock of 
which is a share of the capital stock of a family 
farm corporation of the taxpayer, the taxpayer’s 
spouse or any of the taxpayer’s children, or 


(b) a partnership an interest in which is an inter- 
est in a family farm partnership of the taxpayer, 
the taxpayer’s spouse or any of the taxpayer’s 
children 


in the course of carrying on the business of farming 
in Canada, the property shall be deemed to have 
been used at that time by the taxpayer in the business 
of farming. 


Related Provisions: 252(4) — Extended meaning of “spouse”. 


History: That portion of subsec. 70(9.8) preceding para. (a) substi- 
tuted by 1994, c. 7, Sch. II (1991, c. 49), subsec. 48(7), applicable 
to 1986 et seq. That portion formerly read: 


(9.8) Leased farm property — For the purposes of subsec- 
tions (9) and 73(3), where at any time any property of a tax- 
payer was used by 


Pre-RSC History: Subsec. 70(9.8) added by 1984, c. 45, subsec. 
24(6), applicable with respect to transfers or dispositions ‘of prop- 
erty occurring after 1983. 


interpretation Bulletins: IT-268R4: Inter vivos transfer of farm 
property to child. 


(10) Definitions — In this section, 


Related Provisions: 40(8)— Application of subsec. 70(10); 
44(8) — Application of subsec. 70(10); 73(6) — Application of 
subsec. 70(10). 


Pre-RSC History: That portion of subsec, 70(10) preceding para. 
(a) substituted by 1990, c. 35, s. 7, applicable after 1988. That por- 
tion formerly read: 


(10) Definitions — For the purposes of this section and sec- 
tions 40, 44, 73 and 146, 
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All that portion of subsec. 70(10) preceding para. (a) substituted by 
1980-8 1-82-83, c. 140, subsec. 39(7), applicable with respect to dis- 
positions occurring after November 12, 1981 otherwise than pursu- 
ant to the terms, in existence on November 12, 1981, of an offer or 
agreement in writing made or entered into on or before that date, or 
otherwise than by virtue of an event referred to in subpara. 54(h)(ii), 
(iii) or (iv) that occurred on or before that date. That portion for- 
merly read: 


(10) For the purposes of this section and section 73, 


“child” of a taxpayer includes 3 
(a) a child of the taxpayer’s child, 
(b) a child of the taxpayer’s child’s child, and 


(c) a person who, at any time before the person 
attained the age of 19 years, was wholly depen- 
dent on the taxpayer for support and of whom the 
taxpayer had, at that time, in law or in fact, the 
custody and control; 
Related Provisions: 84.1(2.2)(a)(i), 212.1(3)(b)(i) — Extended 
meaning of “child” applies for dividend stripping rules; 
110.6(1)“child” — Extended meaning applies for capital gains ex- 
emption; 148(9)“child’” — Extended meaning applies for life insur- 


ance policy rules; 252(1) — Additional extended meaning of 
“child”. 


Pre-RSC History: The definition “child” was para. 70(10)(a). 


Subpara. 70(10)(a)(iii) amended by 1988, c. 55, subsec. 49(4), to 
substitute “19 years” for “21 years”, applicable to 1988 et seq. 


All that portion of subsec. 70(10) preceding para. (b) substituted by 
1984, c. 45, subsec. 24(7), to add reference to's. 146. and to add 
subpara. 70(10)(a)(ii1), applicable with respect to transfers or distri- 
butions of property occurring after 1983. 


Interpretation Bulletins: IT-489R: Non-arm’s length sale of 
shares to a corporation. 


‘fnterest in a family farm partnership” of a per- 
son at a particular time means an interest owned by 
the person at that time in a partnership where, at that 
time, all or substantially all of the fair market value 
of the property of the partnership was attributable to 


(a) property that has been used by 
(i) the partnership, 
(ii) the person, 
(iii) a spouse, child or parent of the person, or 
(iv) a corporation a share of the capital stock 
of which was a share of the capital stock of a 


family farm corporation of the person or of a 
spouse, child or parent of the person, 


principally in the course of carrying on the busi- 
ness of farming in Canada in which the person or 
a spouse, child or parent of the person was ac- 
tively engaged on a regular and continuous basis, 


(b) shares of the capital stock or indebtedness of 

one or more corporations all or substantially all 

of the fair market value of the property of which 

was attributable to property described: in para- 

graph (c), or F 

(c) properties described in paragraph (a) or (b); 
Related Provisions: 252(4) — Extended meaning of “spouse”. 
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History: The definition: “interest in a family. farm partnership” in 
subsec. 70(10) amended by 1993, c. 24, subsec. 28(18), applicable 
to 1992 et seg. That definition formerly read: 


“interest in a family farm partnership” of a person at a partic-’ 
ular time means an interest in a partnership that, at that time, 
carried on the business of farming in Canada in which it used 
all or substantially all of its property and in which that person 
or that person’s spouse or child was actively engaged; 


Pre-RSC History: The definition 
nership” was Parse 70(10)(c). 


“interest in a family farm part- 


“share of the capital stock of a family farm corpa- 
ration” of a person at a particular time means a 
share of the capital stock of a corporation owned by 
the person at that time where, at that time, all or sub- 
stantially all of the fair market value of the PEODe ety 
owned bythe corporation was attributable to 


(a) property that has been used by 


(i) the corporation or any other corporation,.a 
share of the capital stock of which was a share 
of the capital stock of a family farm corpora- 
tion of the person or of a spouse, child or par- 
ent of the person, 


(i.1)'a corporation controlled by a pales als ie 
referred to in subparagraph (1), | 


(ii) the person, 
(ili) ,a.spouse, child or parent “ the person, or 


(iv) a partnership, an interest in which was an 
interest in a family farm partnership of the 
person or of a spouse, child or parent.of the 
person, 
principally in the course of carrying on the busi- 
ness of farming in Canada in which the person or 
‘a spouse, child or parént of the person was’ ac- 
tively engaged on a regular and continuous basis, 


(b) shares of the capital stock or indebtedness of 
one or more corporations all or substantially all 
of the fair market value of the property of which 
was attributable to property described. in para- 
graph (c), or 
(c) properties described in paragraph (a) or (b). 
Related Provisions: 70(12)— Value of NIS/ 
252(4) — Extended meaning of “spouse”. 
History: Subpara. (a)(i:1) added to the definition “share of the cap- 
ital stock of a family farm corporation” in subsec..70(10) by 1998, 
c. 19, subsec. 108(2), applicable to 1994 et seg. 


The definition “share of the ‘capital Stock". lll subsec. 70(10) 
amended by 1994, c. 7, Sch. VII (1993, c. 24), subsec. 28(17), ap- 
plicable to 1992 et seg. That definition formerly read: 


deemed nil; 


“share of the capital stock of a family farm corporation” of a 
person at a particular time means 


(a) a share of the capital stock of a corporation that, at 
that time, carried on the business of farming in Canada in 
which it used all or substantially all of its property and in 
which that person or that person’s spouse or child was 
actively engaged, or 


(b) a share of the capital stock of a corporation all or sub- 
stantially all of the property of which was, at that time, 


(i) shares of the capital stock of one or more corpora- 
tions described in paragraph (a); or a bond, deben- 


S. 7001) 


ture, bill, note, mortgage or similar obligation issued 
by such a corporation, 


(ii) property used by the corporation in carrying on 
the business of farming in Canada in which that per- 
son, or that person’s spouse or child was actively en- 
gaged, or 


(ii) any combination of properties described in sub- 
paragraphs (i) and (ii). 


Pre- RSC History: The shelbacthig “share of the capital ...” was 
para. 70(10)(b). 


Para., 70(10)(b) substituted. by 1984, c. 1, subsec. 32(3), applicable 
with respect to transfers made after May. 25, 1978. Para. 70(10)(b) 
formerly read: 


(b) “share of the capital stock of a Mig farm corpora- 
tion” — “share of the capital stock of a family farm corpora- 
tion” of a person at a particular time means a share of the 
capital stock of a corporation that, at that ‘time, carried on the 

' business of farming in Canada in which it used all or substan- 
tially all of its property and in which that person, his spouse 
or his child was actively engaged; and 


1.T. Application Rules: 20(1-11), 26(20). 


Interpretation Bulletins: IT-236R3: Reserves — disposition of 
capital property; IT-349R3: Intergenerational transfers: of farm 
property on death. 


Advance Tax Ruling: ATR-28: fedebpunl of capital stock of 
family farm corporation; ATR-56: Purification of a family farm 
corporation. 


Pre-RSC History [subsec. 70(10)]: Subsec. 70(10) substituted 
by 1977-78. C2) 32's 14: applicable after April 10, 1978. Subsec, 
70(10) formerly read: 


(10) Extended meaning of “child” — For the purposes of 
subsections (9) and (9.1), “child” of a taxpayer includes a 
child of his child and a child of his child’s child. 


Subsec. 70(10) substituted by 1976-77, c. 4, subsec. 27(5), applica- 
ble to 1972 et seq. 


Subsec. 70(10) added by 1973-74, c. 14, subsec. 19(3), applicable to 
1972 et seq. 


Interpretation Bulletins: IT-268R4: In er vivos ee of farm 
property to child: 


(11) Application of subsec. 138(12) — The. def- 
initions.in subsection 138(12) apply to.this section. 


Origin of subsec. 70(11): R.S.C. 1985, c. 1 (Sth Supp.). 


Pre-RSC History [former subsec. 70(11)]:. Former ‘subsec. 
70(11) repealed by 1986, c. 6, subsec: 33(5), applicable to 1985. et 
seq. Former. subsec. 70(1 1) had read: 


(1 1) Définitions — For the purposes of this section and sec- 
tions 40, 44 and 73, 


(a) “cumulative small business gains account” — 
“cumulative small business gains account” of a taxpayer 
at any particular time means the amount, if any, by which 
$200,000 exceeds the aggregate of all amounts each of 
which is an amount that would, but for subsection (9.4) 
or 73(5), have been a capital gain of the taxpayer in re- 
spect of the disposition before that time of a share of the 
capital stock of a small business corporation, other than a 
disposition of such a share to his child that was reac- 
quired before that time by the’ taxpayer as a consequence 
of the ‘child’s Beat 


(b) [Repealed] 


(c) “small business corporation” — “small business 
“corporation” at any particular time means a_ particular 
corporation that is a Canadian-controlled private corpora- 
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tion all or substantially all of the assets of which were at 
that time 


(i) used in an active business carried on in Canada by 
the particular corporation or by a corporation con- 
trolled by it, 


(ii) shares of the capital stock of one or more small 
business corporations that were at that time con- 
nected with the particular corporation (within the 
meaning of subsection 186(4) on the assumption that 
such small business corporation was at that time a 
“payer corporation” within the meaning of that sub- 
section) or a bond, debenture, bill, note, mortgage, 
hypothec or similar obligation issued by such a con- 
nected corporation, or 


(iii) assets described in subparagraphs (i) and (ii). 


Para. 70(11)(a) substituted by 1984; c. 45, subsec. 24(8), to add 
“other than a disposition of such a share to his child that was reac- 
quired before that time by the taxpayer as a consequence. of the 
child’s death” applicable with respect to transfers or distributions of 
property occurring after 1983. 


All that portion of subsec. 70(11) preceding para. (a) substituted by 
1980-8 1-82-83, c. 140, subsec. 39(8), applicable with respect to dis- 
positions occurring after November 12, 1981 otherwise than pursu- 
ant to the terms, in existence on November 12, 1981, of an offer or 
agreement in writing made or entered into on or before that date, or 
otherwise than by virtue of an-event referred to in subpara. 54(h)(ii), 
(111) or (iv) that occurred on or before that date..That portion for- 
merly read: 


(11) For the purposes of this section and section 73, 


Subpara. 70(11)(c)(i) substituted by 1980-81-82-83, c. 48, subsec. 
38(3), applicable after May 25, 1978. 


Para. 70(11)(b) repealed, subparas. 70(11)(c)G) substituted, (111) ad- 
ded by 1979, c. 5, subsecs, 23(1)—(3), applicable in respect of a dis- 
position after May 25, 1978 of a share of the capital stock of a small 
business corporation. 


Subsec. 70(11) added by 1977-78, c. 42, subsec. 5(2), applicable in 
respect of a disposition after May 25, 1978 of a share of the capital 
stock of a small business corporation. 


(12) Value of NISA — For the purpose of the defi- 
nition “share of the capital stock of a family farm 
corporation” in subsection (10), the fair market value 
of a net income stabilization account ' fies be 
deemed to be nil. 


History: Subsec..70(12) added by 1994,:c. 7, Sch. VIII nee c 
24), subsec. 28(19), applicable to 1992 et seq. 


(13) Capital cost of certain depreciable prop- 
erty — For the purposes of this section and, where a 
provision of this section (other than this subsection) 
applies, for the purposes of sections 13 and 20 (but 
not for the purposes of any regulation made for the 
purpose of paragraph 20(1)(a)), 


(a) the capital cost to a taxpayer of depreciable 
property of a prescribed class disposed of imme- 
diately before the taxpayer’s death, or 


(b) the capital cost to a trust, to which subsection 
(9.1) applies, of depreciable property of a pre- 
scribed class disposed of immediately before the 
death of the spouse described in that subsection, 


shall, in respect of property that was not disposed of 
by the taxpayer or the trust before that time, be the 


_ Definitions [s. 70]: ‘active business” 
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amount that it would be if subsection 13(7) were 
read without reference to 


(c) the expression “the lesser of’ in paragraph (b) 
and clause (d)(i)(A) thereof, and 


(d) subparagraph (b)(ii), subclause (@)(iy(A)(MD, 

clause (d)(i)(B) and paragraph (e) thereof. 
Related Provisions: 
property. 


History: Subsec. 70(13) added by 1994, c. 21, subsec. 33(11), ap- 
plicable to dispositions and acquisitions occurring after 1992. 


13(7) — Change in use of depreciable 


Interpretation Bulletins: IT-349R3: Intergenerational. transfers 
of farm property on death. 


(14) Order of disposal of depreciable prop- 
erty — Where 2 or more depreciable properties of a 
prescribed class are disposed of at the same time as a 
consequence of a taxpayer’s death, this section and 
paragraph (a) of the definition “cost amount” in sub- 
section 248(1) apply as if each property so disposed 
of were separately disposed of in the order desig- 
nated by the taxpayer’s legal representative or, in the 
case of a trust described in subsection (9.1), by the 
trust and, where the taxpayer’s legal representative 
or the trust, as the case may. be, does not designate 
an order, in the order designated by the Minister. 


History: Subsec. 70(14) added by 1994, c. 21, subsec. 33(11), ap- 
plicable to dispositions and acquisitions occurring after 1992. 


Interpretation Bulletins: IT-349R3: Intergenerational transfers 
of farm property on death. 


Selected Cases [s. 70]: Van Son Estate v. The Queen, [1990] 1 
C.T.C. 182 (FCTD) (Rollover applied although widow sold to sur- 
vivor two years after death upon terms similar to shareholder’s 
agreement calling for purchase upon death). 


248(1); “adjusted cost 
base” — 54, 248(1); “amount”, “annuity”, “business” — 248(1); 


“Canada” — 255; “Canadian resource property” — 66(15), 248(1); 
“capital cost” — 70(12); “capital gain”, “capital loss” — 39(1), 
248(1); “capital property” — 54, 248(1); “carrying on business” — 


253; “child” —.70(10), 252(1); “corporation” — 248(1), Interpreta- 
tion Act 35(1);.““cost amount’ — 248(1); “created by the taxpayer’s 
will” — 248(9.1); “cumulative eligible capital” — 14(5), 248(1); 
“depreciable property” — 13(21), 248(1); “eligible capital expendi- 
ture” — 14(5), 248(1); “eligible capital property” — 54, 248(1); 
“employment” — 248(1); “estate” — 104(1), 248(1); “fair market 
value” — 70(8), 70(12); “family farm corporation”, “family farm 
partnership” — 70(10); “farming” — 248(1); “foreign resource 
property” — 66(15), 248(1); “income” — of trust 108(3); “interest 
in a family farm partnership” —70(10); “inventory” — 248(1): 
“life insurance policy” — 138(12), 248(1); “Minister”, “net income 
stabilization account’, “NISA Fund No. 2”, “office” — 248(1); 
“non-qualifying debt” — 70(8); “parent” — 252(2); “person”, “pre- 
scribed”, “property”, “regulation”? — 248(1); “related” — 251(2); 
“resident in Canada” — 250; “rights or things” — 70(3.1); 


“share” — 248(1); “share in the capital stock of a family farm cor- 
poration” — 70(10); “specified investment business” — 125(7); 
“spouse” — 252(3), (4)(a); “tax payable” — 248(2); “taxable in- 
come” — 2(2), 248(1); “taxation year” — 11(2), 249; “taxpayer” — 


248(1); ‘testamentary debt” — 70(8); “ 
“undepreciated capital cost” — 13(21), 248(1); 
bly” — 248(9.2). 


Interpretation Bulletins [s. 70]: IT-226R: Gift.to a charity of a 
residual interest in real property or an equitable interest in a trust. 


“vested indefeasi- 


71. [Repealed under former Act} 
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Pre-RSC History: S. 71 repealed by 1986, c. 6, s. 34, applicable 
to 1986 et seq.; and in its application to the 1985 taxation years. 71 
shall be read as follows: 


71. Where a taxpayer dies in the 1985 taxation year, the fol- 
lowing rules apply: 
(a) in computing his income for the 1985 taxation year, 
paragraph 3(e) shall be read 
(1) without reference to the words “the least of’, and 


(ii) without reference to moiunchacks (ii) and (iii) 
thereof; and 


(b) in computing his income for the 1984 taxation year, 
paragraph 3(e), as it read in its application to the year, 
shall be read 


(i) without reference to the words “the lesser of”, and 
(ii) without reference to subparagraph (ii) thereof. 


S. 71 formerly read: 


71. Application of paragraph 3(e) on death of taxpayer — 
In computing the income of a taxpayer for the taxation year in 
which he died and the immediately preceding. taxation year, 
paragraph 3(e) shall be read 


(a) without reference to the words “‘the lesser of”, and 
(b) without reference to subparagraph (ii) thereof. 


All that portion of s:'71 preceding para: (a) substituted by 1977-78, 
c. 1, s. 32, applicable with respect to deaths occurring after March 
31, 1977. That portion formerly read: 


71. Application of para. 3(e) to year in which taxpayer 
died — In computing the income of a taxpayer for the taxa- 
tion year in which he died, hp ide 3(e) shall be read 


72. (1) Reserves, etc., for year of death — 
Where in a taxation year a taxpayer has died,’ 


(a) paragraph 20(1)(n) does not apply to allow, in 
‘computing the income of the taxpayer for the 
year from a business, the deduction of any 
_amount as a reserve in respect of property sold in 
the course of the business; 


(b) no amount is deductible under tlnecsar 
32(1) as a reserve in respect of unearned commis- 
sions in PDP MRIS the taxpayer’ s income for the 
year; 


(c) no amount may be claimed under subpara- 
graph 40(1)(a)(i11),. paragraph 40(1.01)(c) or sub- 
paragraph 44(1)(e)(iii) in computing any gain of 
the taxpayer for the year; 


(d) subsection. 64(1)9 does not apply to allow, in 
computing the income of the taxpayer for the 
year, the deduction of any amount as a reserve in 
respect of the disposition of any property; and 


(e) subsection 64(1.1)> does not apply to allow, in 
computing the mcome of the taxpayer for the 
year, the deduction of any amount as a reserve in 
respect of the disposition of any property. 
Related Provisions: 61.2 — Deduction of debt forgiveness re- 


serve for year of death; 72(2) — Election by legal representative 
and transferee re reserves. 


S..72(2)(a)(ili)(D) 


History: Para. 72(1)(c) amended by 1998, c. 19, s. 12, applicable to 

1997 et seq. The para. formerly read: 
(c) no amount may be claimed under . subparagraph 
40(1)(a)(iti) or 44(1)(e)Gii) in computing any gain of the tax- 
payer for the year; 

Para. 72(1)(c) substituted by 1994, c. 7, Sch. II (1991, c. 49), sub- 

sec. 49(1), applicable to 1990 et seq. Para. 72(1)(c) formerly read: 
(c) subparagraph 40(1)(a)(ii) does not apply to permit the 
claiming of any amount under that subparagraph in comput- 
ing any gain of the taxpayer for the year; 

Pre-RSC History: Para. 72(1)(e) added by 1976-77, c. 4, subsec. 

28(1), applicable in respect of deaths occurring after May 25, 1976. 


Interpretation Bulletins: IT-152R3:, Special reserves — sale of 
land; IT-154R: Special reserves; IT-236R3: Reserves — disposition 
of capital. property; IT-321R: Insurance agents and brokers — 
unearned commissions. 


(2). Election by legal representative and 
transferee re reserves — Where property of a 
taxpayer that is a right to receive any amount has, on 
or after the death of the taxpayer and as a conse- 
quence thereof, been transferred or distributed to the 
taxpayer’s spouse described in paragraph.70(6)(a) or 
to a trust described in paragraph 70(6)(b) (in this 
subsection referred to as the “‘transferee”), if the tax- 
payer was resident in Canada immediately before the 
taxpayer’s death and the taxpayer’s legal representa- 
tive and the transferee have executed jointly an elec- 


tion in respect of the property in prescribed form, 


(a) any amount in respect of the property that 
would, but for paragraph (1)(a), (b), (d) or (e), as 
the case may be, have been deductible as a re- 
serve in computing the taxpayer’s income for the 
taxation year in which the taxpayer died shall, 


(1) notwithstanding subsection (1), be de- 
‘ducted in computing the taxpayer’s income 
for the taxation year in which the taxpayer 
died, 

(ii) be included in computing the transferee’s 
income for the transferee’s first taxation year 
ending after the death of the taxpayer, and 


(ii1) be deemed to be 


(A). an amount that has been included in 
computing the transferee’s income from a 
business for a previous. year in respect of 
property sold in the course of the business, 


(B) an amount that has been included in 
computing the transferee’s income for a 
previous year aS a commission in respect 
of an insurance contract, other than a life 
insurance contract, 


(C) an amount that by virtue of subsection 
59(1) has been included in computing the 
transferee’s income for.a preceding taxa- 
tion year, or 

(D) for the purposes of subsection 
64(1.1)5, an amount that by virtue of para- 
graph 59(3.2)(c) has been included in com- 


‘The section 64 meant to be referred to is s. 64 of R.S.C. 1952, c. 148 — ed. 
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puting the transferee’s income for a pre- 
ceding taxation year and to be an amount 
deducted by the transferee pursuant to par- 
agraph 64(1.1)(a)> in computing the trans- 
feree’s income for the transferee’s last tax- 
ation year ending before the death, 


as the case may be; 


(b) any amount in respect of the property that 
could, but for paragraph (1)(c), have been 
claimed under subparagraph 40(1)(a)(iii) or 
44(1)(e)(iii) in computing the amount of any gain 
of the taxpayer for the year shall, 


(i) notwithstanding paragraph (1)(c), be 
deemed to have been so claimed; and 


(ii) for the purpose of computing the trans- 
feree’s income for the transferee’s first taxa- 
tion year ending: after the death of the tax- 
payer and any subsequent taxation year, be 
deemed to have been 


(A) proceeds of the disposition of capital 
“property disposed of by the transferee in 
that first taxation year, and 


(B) the amount. determined under subpara- 
graph 40(1)(a)() or 44(1)(e)G), as the case 
may be; in respect.of the capital property 
referred to in clause (A); and 


(c) notwithstanding paragraphs (a) and (b), where 
‘any property had been disposed of by the tax- 

payer, in computing the income of the transferee 

for any taxation year ending after the death of the 
_ taxpayer, 


(i) the amount of the transferee’s deduction 
under paragraph 20(1)(n) as a reserve in re- 
spect of the property sold in the course of 
business, 


(ii) the amount of the ahneteret: s claim under 
subparagraph 40(1)(a)(iii) or 44(1)(e)(ii) in 
respect of the disposition of the property, and 


(iii) the amount of the transferee’s deduction 
under section 64° as a reserve in respect of the 
disposition of the property 


shall be computed as if the transferee were the 
- taxpayer who had disposed of the property and as 

if the property were disposed of by the transferee 

at the time it was disposed of by the taxpayer. 


Related Provisions: 220(3.2), Reg. 600(b) — Late filing of elec- 
tion or revocation; 248(8) — Occurrences as a consequence of 
death. 


History: That portion of para. 72(2)(b) preceding subpara. (i), and 
subpara. 72(2)(c)(ii), amended to add to éach “or 44(1)(e)(aii)”, and 
cl. 72(2)(b)(ii)(B) amended to add “or 44(1)(e)(i), as the case may 
be”, by 1994, c. 7, Sch. I (1991, c. 49), subsecs. 49(2) to (4), appli- 
cable to 1990 et seq. 
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Pre-RSC History: That portion of subpara. 72(2)(b)(ii) preceding 
cl. (A) amended by 1988, c. 55, s. 50, to substitute “deemed to have 
been” for “deemed, except for the purposes of section 3 as it applies 
for the purposes of section 110.6, to have been”, applicable to 1988 
et seq. in respect of properties disposed of after 1984. 


All that portion of subpara. 72(2)(b)(ii) preceding cl. (A) amended 
by 1986, c. 6, s. 35, applicable to 1985 et seq., to substitute “pur- 
pose” for “purposes” and to add “except for the purposes of section 
3 as it applies for the purposes of section 110.6”. 


Cls. 72(2)(a)(iii)(C) and (D) substituted by 1985, c. 45, s. 34, appli- 
cable with respect to deaths occurring in taxation years.commencing 
after 1984. Cls. 72(2)(a)(iii)(C) and (D) formerly read: _ 


(C) an amount that, by virtue of subsection 59(1) or (3), has 
been included in computing the transferee’s income for a pre- 
vious year, or 


(D) for the purposes of subsection 64(1.1), an amount that, by 
virtue of subsection 59(1.1) or (3.1) and paragraph 59(3.2)(c), 
has been included in computing the transferee’s income for a 
previous year and to be an amount deducted by the transferee 
pursuant to paragraph 64(1.1)(a) in computing Sha income for 
the immediately preceding year, 


Para. 72(2)(c) added by 1980-81-82-83, c. 140, s. 40(1), applicable 
after November 12, 1981. 


All that portion of para. 72(2)(a) preceding subpara. (i) substituted, 
cl. 72(2)(a)(iii)(D) added by 1976-77, c. 4, subsecs. 28(2), (3), ap- 
plicable in respect of deaths occurring after May 25, 1976. That por- 
tion of para. 72(2)(a) formerly read: 


(a) any amount in respect of the property that would, but for 
paragraph (1)(a), (b) or (d), as the case.may be, have been 
deductible as a reserve in computing the taxpayer’s income 
for the taxation year in which he dies shall, 


All that portion of subsec. 72(2) preceding para. Di substituted by 
1973-74, c. 14, s. 20. 


Interpretation Bulletins [subsec. 72(2)}; IT-152R3: Spsdial 
reserves — sale of land; IT-236R3: Reserves — cee sion of capi- 
tal property. 


Information Circulars [subsec. 72(2)]: 92- 1: Guidelines for 
accepting late, amended or revoked elections. 


Forms [subsec. 72(2)]: T2069: Election in respect of amounts 
not deductible as reserves for the year of death. 


Definitions [s. 72]: “amount”, “business” — 248(1); “Canada” — 
255; “capital property” — 54, 248(1); “prescribed”, “property” — 
248(1); “ Yi ; “spouse” —252(4)(a); “taxa- 
tion year” — 11(2), 249; “taxpayer? — 248(1); “trust” — 104(1), 
248(1), (3). 


73. (1) Inter vivos transfer of property of 
spouse, etc., or trust — For the purposes of this 
Part, where at any time after 1977 any particular cap- 
ital property of a taxpayer has been ele to 


(a) the taxpayer’s spouse, 


(b) a former spouse of the taxpayer in settlement 
_ of rights arising out of their marriage, or. . 
(c) a trust created by the taxpayer under which 
(i) the taxpayer’s spouse is entitled to receive 


all of the income of the trust that arises before 
the spouse’s death, and 


SThe section 64 meant to be referred to is s. 64 of R.S.C. 1952, c. 148 — ed. 


©The section 64 meant to be referred to is s. 64 of R.S.C. 1952, c. 148. 
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(ii) no person except the spouse may, before 
the spouse’s death, receive or otherwise ob- 
tain the use of any of the income or capital of 
the trust, 


~ (d) [Repealed] 


and both the taxpayer and the transferee were resi- 
dent in Canada at that time, unless the taxpayer 
elects in the taxpayer’s return of income under this 
Part for the taxation year in which the property was 
transferred not to have the provisions of this subsec- 
tion apply, the particular property shall be deemed to 
have been disposed of at that time by the taxpayer 
for proceeds equal to, 


(e) where the particular property is depreciable 
property of a prescribed class, that proportion of 
the undepreciated capital cost to the taxpayer im- 
mediately before that time of all property of that 
class that the fair market value immediately 
before that time of the particular property is of 
the fair market value immediately before that 
time of all of that property of that class, and 


(f) in any other case, the adjusted cost base to the 
taxpayer of the particular property immediately 
before that time, 


and to have been acquired at that time by the trans- 
feree for an amount equal to those proceeds. 


Related Provisions: 40(4) — Where principal residence disposed 
of to a spouse; 53(4) — Effect on adjusted cost base of share, part- 
nership interest or trust interest; 56.1 — Maintenance payments; 
70(6)(a) — Where transfer, or distribution to spouse or trust; 
73(1.1) — Interpretation; 74.1(1) — Attribution of income or loss 
on property transferred to spouse; 74.2(1) — Gain or loss deemed 
that of lender or transferor; 104(4)(a) — Deemed disposition by a 
trust; 108(3) — Meaning of “income” of trust; 108(4) — Trust not 
disqualified by reason only of payment of certain taxes; 148(8) — 
Disposition at non-arm’s length and similar cases; 148(8.1) — Inter 
vivos transfer to spouse; 220(3.2) — Late filing of election or revo- 
cation; 252(3), (4) — Extended meaning of “spouse”, “marriage” 
and “former spouse”; Reg. 600(b) — Late filing of election or 
revocation. 


History: Para. 73(1)(d) repealed by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 29(1), applicable with respect to transfers of property 
occurring after 1992. Para. (d) formerly read: 


(d) an individual of the opposite sex, under an order for the 
support or maintenance of the individual, made by a compe- 
tent tribunal in accordance with the laws of a province, where 
the individual and the taxpayer: cohabited in a conjugal rela- 
tionship before the date of the order, 


Para. 73(1)(d) substituted by 1994, c. 7, Sch. II (1991, c. 49), s. 50, 
applicable with respect to transfers occurring after July 13, 1990. 
Para. 73(1)(d) formerly read: 


(d) an individual pursuant to a decree, order or judgment of a 
competent tribunal made in accordance with prescribed provi- 
sions of the law of a province if that individual either entered 
into a written agreement with the taxpayer in accordance with 
those provisions or is a person within a prescribed class of 
persons referred to in those provisions, 


Pre-RSC History: All that portion of subsec. 73(1) between paras. 
(d) and (e) substituted by 1980-81-82-83, c. 48, .s. 39, applicable 
with respect to property transferred after 1979. That portion for- 
merly read: 


and both the taxpayer and the transferee were resident in Can- 
ada at that time, the particular property shall be deemed to 


S. 73(1.1) 


have been disposed of at that time by the taxpayer for pro- 
ceeds equal to, 


Subsec. 73(1) substituted by’ 1977-78, c. 32, subsec. 15(1), applica- 
ble to 1978 et seq. Subsec. 73(1) formerly read: 


73. (1) Inter vivos transfer of property to spouse or 
trust — For the purposes of this Part, where at any time after 
1971 any particular capital property, has been transferred by a 
taxpayer to his spouse, or to a trust created by him under 
which 
(a) his spouse is entitled to receive all of the income of 
the trust that. arises before the spouse’s death, and 


(b) no person except the spouse may, before the spouse’s 
death, receive or otherwise obtain the use of any of the 
income or capital of the trust, 


and both the taxpayer and the spouse or trust, as the case may 
be, were resident in Canada at that time, the particular prop- 
erty shall be deemed to have been disposed of at that time by 
the taxpayer for proceeds equal to, 


(c) where the particular property is depreciable property 
of a prescribed class, that proportion of the undepreciated 
capital cost to the taxpayer immediately before that.time 
of all property of that class that the fair market value im- 
mediately before that time of the particular property is of 
the fair market value immediately before that time of all 
of that property of that class, and 


(d) in any other case, the adjusted cost base to the tax- 
payer of the particular property immediately before that 
time, 
and to have been acquired at that time by the spouse or trust, 
as the case may be, for an amount equal to those proceeds. 


Selected Cases: King v. Canada, [1995] 1 C.T.C..2353 (TCC) 
(Conduct of taxpayers may constitute estoppel with respect to attri- 
bution and timing). 


1.T. Application Rules: 20(1.1) (where property owned since 
before 1972). 


Interpretation Bulletins: IT-120R4: Principal residence; IT- 
209R: Inter vivos gifts of capital property to individuals directly or 
through trusts; IT-325R2: Property transfers after separation, di- 
vorce and annulment. 


Information Circulars: 92-1: Guidelines for: accepting late, 
amended or revoked elections. 


(1.1) Interpretation — For greater certainty, 
where, under the laws of a province or because of a 
decree, order or judgment of a competent tribunal 
made in accordance with those laws, a person re- 
ferred to in subsection (1) 


(a) acquires or is deemed to have acquired, 


(b) is deemed or declared to have or is awarded, 
or 


(c) has vested in that person, 


property that was or would, but for those provisions, 
have been a capital property of the taxpayer referred 
to in subsection (1), that property shall, for the pur- 
poses of that subsection, be deemed to be capital 
property of the taxpayer that has been transferred to 
that person. 

History: The opening words of subsec. 73(1.1) substituted by 
1994, c. 21, s. 34, applicable to transfers occurring after July 13, 
1990. The opening words formerly read: 


(1.1) Interpretation — For greater certainty, where, by the 
operation of prescribed provisions of the law of a province or 
by virtue of a decree, order or judgment of a competent tribu- 
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nal made in accordance with those provisions, a person re- 
ferred to in subsection (1) 


Pre-RSC History: Subsec. 73(1.1) added by 1977-78, c. RO %s sub- 
sec. 15(1), applicable-to 1978 et seq.- 


Regulations: 6500(2) (prescribed provisions; no longer needed). 
1.T. Application Rules: 20(1.1). 


Interpretation Bulletins: [T-325R2: Property transfers after sep- 
aration, divorce and annulment. 


(1.2) [Repealed under former Act] 


Pre-RSC History: Subsec. 73(1.2) repealed by 1980-81-82-83, c. 
140, s: 41, applicable after 1981. Subsec. 73(1.2) formerly read: 


(1.2) Idem — For the purposes of subsection (1), “spouse” 
and “former spouse” includes a party to a void or voidable 
marriage, as the case may. be. 


Subsec. 73(1.2) added by 1977- 78, c. 32, subsec: 15(1), applicable 
to 1978 et seq. 


(2) Capital cost and amount deemed allowed 
to spouse, etc., or trust — Where a transferee is 
deemed by subsection (1) to have acquired any par- 
ticular depreciable property of a prescribed class of a 
taxpayer for an amount determined under paragraph 
(1)(e) and the capital cost to the taxpayer of the par- 
ticular property exceeds the amount determined 
under that paragraph, for the purposes of sections 13 
and 20 and any regulations made under paragraph 


20(1)(a) 


(a) the capital cost to the transferee of the particu- 
lar property shall be deemed to be the amount 
that was the capital cost to the taxpayer thereof; 
and 


(b) the excess shall be deemed to have been al- 
lowed to the transferee in respect of the particular 
property under regulations made under paragraph 
20(1)(a) in computing income for taxation years 
before the acquisition thereof. 


Pre-RSC History: Subsec. 73(2) substituted by 1977-78, c. 32, 
subsec. 15(1), applicable to 1978 et seg. Subsec. 73(2) formerly 
read: 


(2) Capital cost and amount deemed allowed to spouse 
or trust — Where’a spouse’or trust, as the case may be, is 
deemed by subsection (1) to have acquired any particular de- 
preciable property of a prescribed class of:a taxpayer for an 
amount determined under paragraph (1)(c) and the capital 
cost to the taxpayer of the particular property exceeds the 
amount determined under that paragraph, for the purposes of 
sections 13 and 20.and any regulations made under paragraph 
20(1)(a) 


(a) the capital cost to the spouse or trust, as. the case may 
be, of the particular property shall be deemed to be the 
amount that was the capital cost to the taxpayer thereof, 
and 


(b) the excess Shall be deemed to have been allowed to 
the spouse or trust, as the case may be, in respect of the 
particular property under regulations made under para- 
graph 20(1)(a) in computing income for taxation years 
before the acquisition thereof. 


I.T. Application Rules: 20(1.1) (where property owned since 
before 1972). 


Interpretation Bulletins: IT-209R: Inter vives gifts of capital 
property to individuals directly or through trusts; IT-325R2: Prop- 
erty transfers after separation, divorce and annulment. 
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(3) Inter vivos transfer of farm property to 
child — For the purposes of this Part, where at any 
time any land in Canada or depreciable property in 
Canada of a prescribed class of a taxpayer or any eli- 
gible capital property in respect of a business carried 


on in Canada by a taxpayer is transferred by the tax- 


payer to a child of the taxpayer who was resident in 
Canada immediately before the transfer, and the 
property was, before the transfer, used’principally in 
the business of farming in which the taxpayer, the 


_taxpayer’s spouse or any of the taxpayer’s children: 


was actively engaged on a regular and continuous 
basis, : 1 OVE 


(a) where the property transferred was pod 30 
ble property of a prescribed class, the taxpayer 
shall be deemed to have disposed of the property 
at the time of the transfer for proceeds of disposi- 
tion equal to, 


(i) in any case to which neither subparagraph 
(ii), nor (iii) applies, the proceeds of disposi- 
tion otherwise determined, 


(ii) if the proceeds of disposition otherwise 
determined exceeded the greater of 


(A) the fair market value of the property 
immediately before. the. time of the trans- 
fer, and 


_(B) that proportion of the. undepreciated 
capital cost to the taxpayer immediately 
before the time of the transfer of all of the 
depreciable property of the taxpayer of that 
class that the fair market value at that time 
of the property so transferred was of the 
fair market value. at that time of all of the 
depreciable paapeNyie of the cgi of that 
class, 


the greater of the amounts referred to in 
clauses (A) and (B), or 


(aii) 1f the proceeds of disposition otherwise 
determined were less than the lesser of the 
amounts referred to in clauses (11)(A) and (B), 
the lesser of those amounts; 


(b) where the property transferred was. land,. the 
taxpayer shall be deemed to have disposed of the 
property at the time of the transfer for ener 
of disposition equal to, ‘ 


(1) in any case to which neither subparagraph 
(ii) nor (iii) applies, the. proceeds of disposi- 
tion otherwise determined, 


(11) if the proceeds of. disposition pease 
determined exceeded the greater of: 


(A) the fair market value of the land imme- 
diately before the time of the transfer, and 


-(B) the adjusted cost base to the taxpayer 
of the land immediately before the time of 
the transfer, 


the greater of the amounts referred to in 
clauses (A) and (B), or 
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(iii) 1f the proceeds of disposition otherwise 
determined were less than the lesser of the 
amounts referred to in clauses (ii)(A) and (B), 
the lesser of those amounts; 


(b.1) where the property transferred was eligible 
capital property, the taxpayer shall be deemed to 
have disposed of the property at the time of the 
transfer for proceeds of disposition equal to, 
(i) in any case to which neither subparagraph 
(ii) nor (111) applies, the proceeds of GASROS!- 
tion otherwise determined, ) 
(ii) if the proceeds of disposition otherwise 
determined exceeded the greater of 
(A) the fair market value of the property 
immediately before the time of the trans- 
fer, and 


(B) the amount determined by the formula 


: (a x 3 


~ where 


A is the cumulative eligible capital of the 
taxpayer in respect of the business, 


B is the fair market value of the property 
immediately before the transfer, and 


C is the fair market value immediately 


before that time of all eligible capital — 


property of the peat in nospo of 
the business, 


the greater of the amounts referred to in 
clauses (A) and (B), or 


(iii) if the proceeds. of. disposition otherwise 
determined were less than the lesser of the 
amounts referred to in clauses (ii)(A) and. (B), 
the lesser of those amounts; 


(c) section 69 does not apply in determining the 
proceeds of disposition of the depreciable prop- 
erty, the land or the eligible capital property; 


(d) the child shall be deemed to have acquired the 
depreciable property or the land, as the case may 
be, for an amount equal to the proceeds of dispo- 
sition, determined under paragraph (a) or (b), 
respectively; 


(d.1) where the property transferred was eligible 
capital property of the taxpayer, the child shall be 
deemed to have acquired a capital property, im- 
mediately after the transfer, at a cost equal to the 
proceeds of disposition determined under para- 
graph (b.1), except that, where the child contin- 


ues to. carry on the business previously carried on. 


by the taxpayer, the taxpayer’s spouse or any of 

the taxpayer’s children, the taxpayer shall be 

deemed to have acquired an eligible capital prop- 

erty and to have made an eligible capital expendi- 

ture at a cost. equal to the total of 
(i) the proceeds of disposition referred to in 
paragraph. (b.1), and 
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(ii) “/3 of. the amount. determined. by the 
formula . 


(ax) a 


where | 


A is the amount, if any, aSbeliahee for F in 
the definition “cumulative eligible capital” 
in subsection 14(5) in respect of the busi- 
ness. of the taxpayer immediately before 
the time of the transfer, 


Bis the fair market value of the property im- 
mediately before that time, 


Cis the fair market value immediately before 
that time of all eligible capital property of 
the taxpayer in respect of the business, and 


D is the amount, if any, included under sub- 
paragraph 14(1)(a)(iv) in computing the 
income of the taxpayer as a result of the 
disposition, : 

and, for the purpose of determining at any subse- 
quent time the child’s cumulative eligible capital 


_in respect of the business, an amount equal to °/s 


of the amount determined under subparagraph (11) 
shall be added to the amount otherwise deter- 
mined in respect thereof for P in the definition 
“cumulative eligible capital” in subsection 14(5); 


- (d.2), for the purposes: of determining malar the 


time of the transfer 


(i) the amount deemed by eel Ret EO 
14(1)(a)(v) to be the child’s taxable capital 
gain, and 


(ii) the amount to be included under subpara- 
graph 14(1)(a)(v) or paragraph 14(1)(b) in 
computing the. child’s income 


in respect of any subsequent disposition of the 
property of the business, there shall be added to 
the amount otherwise determined for Q in the 
definition “cumulative eligible ‘capital’ in subsec- 
tion 14(5) the amount determined by the formula 


B 
AX = 
C 
where 
A is the amount, if any, determined for Q in that 
definition in respect of the business of the tax- 
payer immediately before the time of the 
transfer, 


B is the fair market value immediately before 
that time of the property transferred, and 


C is the fair market value immediately before 
that time of all eligible capital property of the 
taxpayer in respect of the business; and 


(e) where the child is. deemed to, have acquired 
depreciable property of a prescribed class of the 
taxpayer for an amount determined under para- 
graph (d) and the capital cost to the taxpayer of 
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the property exceeds the amount determined 
under that paragraph, for the purposes of sections 
13 and 20 and any regulations made under para- 
graph 20(1)(a), 


(i) the capital cost to the child of the property 
shall be deemed to be the amount that was the 
capital cost to the taxpayer thereof, and 


(ii) the excess shall be deemed to have been 
allowed to the child in respect of the property 
under regulations made under paragraph 
20(1)(a) in computing income for taxation 
years before the acquisition thereof. 


Related Provisions: 44(1.1) — Farm property disposed of to 
child; 70(9) — Transfer of farm property by farmer to child; 
70(9.6) — Transfer to parent; 70(9.8) — Leased farm property; 
75.1 — Gain or loss deemed that of transferor; 110.6(1)“qualified 
farm property” (d)(ii) — Property to which 73(3)(d.1) applies eligi- 
ble for capital gains exemption; 110.6(2) — Capital gains exemp- 
tion on farm property; 
257 — Formula cannot calculate to less than zero. 


History: Subpara. 73(3)(d.2)(ii) amended by 1995, c. 3, s. 19, ap- 
plicable to transfers that occur after February 22, 1994. Subpara. (11) 
formerly read: 


(11) the amount to be included under paragraph EXD) in 
computing the child’s income 


That portion of subsec. 73(3) preceding para. (a) amended by 1994, 
c. 7, Sch. VII (1993, c. 24), subsec. 29(2), applicable to transfers 
occurring after 1992. That portion formerly read: 


(3) Inter vivos transfer of farm property by farmer to his 
child — For the purposes of this Part, where at any time after 
1971 any land in Canada or depreciable property in Canada 
of a prescribed class of a taxpayer or any eligible capital 
property in respect of a business carried on in Canada by a 
taxpayer has been transferred by a taxpayer to a child of the 
taxpayer who was resident in Canada immediately before the 
transfer, and the property was, immediately before the trans- 
fer, used by the taxpayer, the taxpayer’s spouse or any of the 
taxpayer’s children in the business of farming, the ciiag he 
rules apply: 


Cl. 73(3)(b.1)Gi)(B) and all that portion of para. (d.1) following 
subpara. (1) amended, and para. (d.2) added, by 1994, c. 7, Sch. VIII 
(1993, c. 24), subsecs. 29(3) to (5), applicable to transfers by a tax- 
payer occurring after the beginning of the first fiscal period of the 
taxpayer’s business beginning after 1987. Those portions formerly 
read: 


(B) “4 of the taxpayer’s cumulative eligible capital in re- 
spect of the business immediately before the time of the 
transfer, 


(ii) the amount, if any, by which 


(A) the amount, if any, determined for F in the defi- 
nition “cumulative eligible capital” in subsection 
14(S) in respect of the business of the taxpayer im- 
mediately before the time of the transfer 


exceeds 


(B) the amount, if any, included in the income of the 
taxpayer by reason of subparagraph 14(1)(a)(iv) as a 
result of the disposition, 


and, for the purposes of determining at any time the child’s 
cumulative eligible capital in respect of the business, an 
amount equal to the amount determined under subparagraph 
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(it) shall be added to the amount otherwise determined for P 
in the definition “cumulative eligible capital” in subsection 
. 14(5); and 


Pre-RSC History: Cl. 73(3)(b.1)(ii)(B) amended to substitute ““/s 
of” for “2 times”, and para. 73(3)(d.1), substituted, by 1988, c. 55, 
subsecs. 51(1), (2), applicable with respect to transfers occurring af- 
ter the commencement of the first fiscal period commencing after 
1987 of a taxpayer’s business. Para. 73(3)(d.1) formerly read: 


(d.1) where the property transferred was eligible capital prop- 
erty of the taxpayer, the child shall be deemed to have ac- 
quired a capital property, immediately after the transfer, at a 
cost equal to the proceeds of disposition determined under 
paragraph (b.1) except that, where the child continues to carry 
on the business previously carried on by the taxpayer, his 
spouse or any of his children, he shall be deemed to have ac- 
quired an eligible capital property (within the meaning of par- 
agraph 54(d)) and to. have made an eligible capital expendi- 
ture (within the meaning of paragraph: 14(5)(b)) at a cost 
equal to those proceeds; and 


Paras. 73(3)(a) to (b.1) amended by 1985, c. 45, subsec. 35(1), ap- 
plicable with respect to transfers occurring after 1981, to substitute 
in each “at the time of the transfer for proceeds of disposition equal 
to” for “at the time of the transfer and to have received proceeds of 
disposition therefor equal to”; to substitute “depreciable property” 
for “depreciable property of the taxpayer” in para. (a); to substitute 
“Jand” for “land of the taxpayer” in para. (b); and to substitute “eli- 
gible capital property” for “eligible capital property in respect of a 
business of the taxpayer” ir para. (b.1). 


Para. 73(3)(d) amended by 1985, c. 45, subsec. 35(2), to substitute 
“determined” for “deemed to have been received”, applicable to 
transfers occurring after 1981. 


All that portion of subsec. 73(3) preceding para. (a), para. 73(3)(c) 
substituted, paras. 73(3)(b.1), (d.1) added by 1977-78, c. 32, sub- 
secs. 15(2)-(4), applicable to transfers of eligible capital property 
after April 10, 1978. That portion of subsec. 73(3) preceding para. 
(a), and para. 73(3)(c), formerly read: 


(3) For the purposes of this Part, where at any time after 1971 
any land in Canada or depreciable property in Canada of a 
prescribed class of a taxpayer has been transferred by a tax- 
payer to a child of his who was resident in Canada immedi- 
ately before the transfer, and the property was, immediately 
before the transfer, used by him, his spouse or any of his chil- 
dren in the business of farming, the following rules apply: 


(c) section 69 does not apply in determining the proceeds 
of disposition of the depreciable property or the land; 


Subsec. 73(3) added by 1973-74, c. 14, s. 20.1, applicable to 1972 et 
seq. 


I.T. Application Rules: 26(19) (property owned since before 
1972). 


Interpretation Bulletins: IT-268R4: Inter vives transfer of farm 
property to child. 


(4) Inter vivos transfer of family farm 
corporations and partnerships — For the pur- 
poses of this Part, where at any particular time after 
April 10, 1978 a taxpayer has transferred property to 
a child of the taxpayer who was resident in Canada 
immediately before the transfer, and the property 
was, immediately before the transfer, a share of the 
capital stock of a family farm corporation of the tax- 
payer or an interest in a family farm partnership of 
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the taxpayer (within the meaning assigned by sub- 
section 70(10)), the following rules apply: 


(a) the taxpayer shall be deemed to have disposed 
of the property at the time of the transfer for pro- 
ceeds of disposition equal to, 


(i) in any case to which neither subparagraph 
(11) nor (iii) applies, the proceeds of disposi- 
tion otherwise determined, 

(ii) if the proceeds of disposition otherwise 
determined exceeded the greater of 


(A) the fair market value of the property 
immediately before the time of the trans- 
fer, and 


(B) the adjusted cost base to the taxpayer 
of the property immediately before the 
time of the transfer, 


the greater of the amounts referred to in 
clauses (A) and (B), or 


(iii) if the proceeds of disposition otherwise 
determined were less than the lesser of the 
amounts referred to in clauses (ii)(A) and (B), 
the lesser of those amounts; 


(b) section 69 does not apply in determining the 
proceeds of disposition of the property; and 


(c) the child shall be deemed to have acquired the 

property for an amount equal to the proceeds of 

disposition determined under paragraph (a). 
Related Provisions: 53(4) — Effect on adjusted cost base of 
share or partnership interest; 70(9.2) — Transfer of family farm cor- 
porations and partnerships; 70(9.6) — Transfer to parent; 70(10) — 
“child”; 75.1 — Gain or loss deemed that of transfer. 


Pre-RSC History: Para. 73(4)(a) amended by 1985, c. 45, subsec. 
35(3), to substitute “for proceeds of disposition equal to” for “and to 
have received proceeds of disposition therefor equal to”; para. 
73(4)(c) amended by 1985, c. 45, subsec. 35(4), to substitute “deter- 
mined under paragraph (a)” for “deemed to have been received 
under paragraph (a)”, applicable with respect to transfers occurring 
after 1981. 

Subsec. 73(4) substituted by 1977-78, c. 32, subsec. 15(5), applica- 
ble after April 10, 1978. Subsec. 73(4) formerly read: 


(4) Extended meaning of “child” — For the purposes of 
subsection (3), “child” of a taxpayer includes a child of his 
child and a child of his child’s child. 


Subsec. 73(4) added by 1973-74, c. 14, s. 20.1, applicable to 1972 er 
Seq. 

1.T. Application Rules: 20(1.1). 

Interpretation Bulletins: IT-268R4: /nter vivos transfer of farm 
property to child. 


Advance Tax Ruling: ATR-56: Purification of a family farm 
corporation. 


(5) Disposition of a NISA — Where at any time a 
taxpayer disposes of an interest in the taxpayer’s 
NISA Fund No. 2, an amount equal to the balance in 
the fund so disposed of shall be deemed to have been 
paid out of the fund at that time to the taxpayer ex- 
cept that, 


(a) where the interest is disposed of to the tax- 
payer’s spouse, former spouse or an individual 
referred to in paragraph (1)(d) (as it applies to 
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transfers of property that occurred’ before 1993) 
in settlement of rights arising out of their mar- 
riage, on or after the breakdown of the marriage, 
that amount shall not be deemed to have been 
paid to the taxpayer if 


(i) the disposition is made under a decree, or- 
der or judgment of a competent tribunal or, in 
the case of a spouse or former spouse, a writ- 
ten separation agreement, and 


(ii) the taxpayer elects in the taxpayer’s return 

of income under this Part for the taxation year 

in which the property was disposed of to have 

this paragraph apply to the disposition; and 
(b) where the interest is disposed of to a taxable 
Canadian corporation in a transaction in respect 
of which an election is made under section 85, an 
amount equal to the proceeds of disposition in re- 
spect of that interest shall be deemed to be paid, 
at that time, to the taxpayer out of the taxpayer’s 
NISA Fund No. 2. 


History: Subsec. 73(5) added by 1994, c. 7, Sch. VII (1993, c. 24), 
subsec. 29(6), applicable to dispositions occurring after 1990 except 
that in applying the subsec. before 1993, the reference to “marriage” 
shall be read as a reference to “marriage or other conjugal relation- 
ship”. (After 1992, “marriage” is defined in new 252(4)(b).) 


Pre-RSC History [former subsec. 73(5)]: Former subsec. 
73(5) repealed by 1986, c. 6, s. 36, applicable with respect to dispo- 
sitions made after 1987, and in applying subsec. 73(5) at any time 
after May 22, 1985, all that portion preceding para. (a) shall be read 
as follows: 


(5) For the purpose of this Part, where at any particular time a 
taxpayer has transferred property to his child who was resi- 
dent in Canada immediately before the transfer and the prop- 
erty was, immediately before the transfer, a share of the capi- 
tal stock of a small business corporation, except where the 
rules in subsection 74(2) or 74.2(1) require any taxable capi- 
tal gain from the disposition by the taxpayer of that property 
to be included in the income of a person other than the tax- 
payer, the following rules apply: 


Subsec. 73(5) formerly read: 


(5) Inter vivos transfer of share of the capital stock of 
small business corporation — For the purposes of this Part, 
where at any particular time a taxpayer has transferred prop- 
erty to his child who was resident in Canada immediately 
before the transfer and the property was, immediately before 
the transfer, a share of the capital stock of a small business 
corporation, except where the rules in subsection 74(2) re- 
quire any taxable capital gain from the disposition by the tax- 
payer of that property to be included in the income of a per- 
son other than the taxpayer, the following rules apply: 

(a) the taxpayer shall be deemed to have disposed of the 


share at the time of the transfer for proceeds of disposi- 
tion equal to the amount, if any, by which 


(i) the fair market value of the share at that time 
exceeds the lesser of 

(ii) the taxpayer’s capital gain otherwise determined 

from the disposition of the share, and 

(iii) the amount of the taxpayer’s cumulative small 

business gains account immediately before the trans- 


fer or such lesser amount as the taxpayer specifies in 
respect of the transfer of the share; 


(b) the child shall be deemed to have acquired the share 
at a cost equal to the proceeds of disposition determined 
under paragraph (a); and 
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(c) where two or more shares have been disposed. of at 
_.. the same time, this subsection applies as if each share had 
been separately disposed of in the order designated by the 
taxpayer or if the taxpayer does not so designate, in the 
order designated by the Minister. 


All that portion of para. 73(5)(a) preceding subpara. (i) amended by 
1985, c. 45, subsec. 35(5), to substitute “for proceeds of disposition 
equal” for “and to have received proceeds of disposition therefor 
equal”; para, 73(5)(b) amended, by 1985, c. 45, subsec. 35(6), to 
substitute “determined under. paragraph (a)” for “deemed to have 
been received by the taxpayer under paragraph (a)”, both amend- 
ments applicable with respect to transfers occurring after 1981. 


All that portion of subsec. 73(5) preceding para. (a) substituted by 
1979, c. 5, s. 24, applicable in respect of a disposition after Novem- 
ber 16, 1978 of a share of the capital stock of a small business cor- 
poration. That portion formerly read: 


(5) For the purposes of this Part, where at any particular time 
a taxpayer has transferred property to.a child of his’ who was 
resident in: Canada immediately: before. the: transfer, and the 
property was, immediately before the. transfer, a.share.of the 
capital stock of a small business corporation, the following 
rules apply: , 


Subsec..73(5). added by 1977-78, c. 42, s. 6, applicable in respect.of 
a disposition after May 25, 1978 of a share of the capital stock of a 
small business corporation. 


Selected Cases [subsec. 73(5)]: Brouillette v. R., (1998) 1 
C.T.C. 2229. (TCC) (Transfer to trust for benefit of child not legal 
equivalent of transfer to the child); Paxton v.. Canada, December 
12, 1996, Court File No. A-513-94 (unreported) (FCA) (“Inverse 
sham” had effect of invalidating non-arm’s length transfer) ; 
Kieboom (A.) v. MNR, [1992] 2. C.T.C..59 (RCA) (Taxpayer “trans- 
ferred” property to related parties by reducing equity in corporation 
on subscription for shares by related parties). 


Interpretation Bulletins: IT-268R3: Inter vivos transfer of farm 
property to child. 


(6) Application of subsec. 70(10) — The defini- 
tions in subsection 70(10) apply to this section. 


Origin of subsec. 73(6): R.S.C. 1985, c. 1 (Sth Supp.). 


Interpretation Bulletins: IT-268R4: /nter vivos transfer of farm 
property to child. 


Definitions [s. 73]: “adjusted cost base” — 54; 248(1); “amount”, 
“business” —248(1); “Canada” — 255; “capital property” — 54, 
73(1.1), 248(1); “carrying on business” — 253; “child”: — 70(10), 
73(6), 252(1); “cumulative eligible capital” — 14(5), 248(1); ‘“de- 
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54; 248(1); “farming” — 248(1); “former spouse” — 2'52(3),(4)(a); 
“income” — of trust 108(3);’ “individual” —248(1); “interest in a 
family farm partnership” — 70(10), 73(6); “marriage” — 252(4)(b); 
“NISA Fund No. 2”, “person”, “prescribed” — 248(1); “proceeds of 
disposition” — 54; “property” — 248(1); “* 
tion Act 35(1); “regulation” — 248(1); “resident in Canada” — 250; 
“separation agreement” ; “share of the capital stock of a 
family farm corporation” — 70(10), 73(6);, “* 
(4)(a); “taxable Canadian corporation” — 89(1), 248(1); “taxation 
year” 11(2), 249; “taxpayer” ; “transfer” — 73(1.1); 
“trust” — 104(1), 248(1), (3); “undepreciated capital cost” — 
13(21), 248(1). 


74. [Repealed under former Act] 


Pre-RSC. History [s. 74]: S. 74 repealed by 1986, c. 6, s. 37, 
applicable with respect to transfers.of property made after May 22, 
1985 except that 


(a) the repeal of the rule in paragraph 74(2)(f) is applicable with 
respect to transfers of property made after 1985, and 
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(b) with respect to, transfers of property. made after May 22, 
1985 and before 1986, subsec, 7A(7) shall be: read as follows: 


(7) Notwithstanding subsection (2), where a person has 
transferred property either directly or indirectly by means 
of a trust-or by any other means whatever to his spouse or 
to a person who has since become his spouse, subsection 
(2) does not: apply. with, respect to any.part of a capital 
gain or capital loss of the spouse from an indexed secur- 
ity investment plan that may reasonably be considered to 
relate to the period throughout which the person is living 
apart-and is separated from his spouse: pursuant to a de- 
cree, order or judgment of a competent tribunal or a writ- 
ten separation agreement or to any part of that period, if 
the’ person files with his return of income under this Part 
for the taxation year during which he commenced to so 
live apart and be so separated from his spouse an election 
completed jointly with hs spouse not to have that subsec- 
tion apply. 


IS th formerly read: i 


74. (1) Transfers to spouse — Where. a person has on or 
after August 1, 1917, transferred property either directly or 
indirectly by means of a trust or by any other means whatever 
to his spouse, or to a person who has since’ become his 
spouse, any income or-loss,.as the case may be, for a taxation 
year from the property or from property substituted therefor 
shall, during the lifetime of the transferor while. he is resident 
in Canada and the transferée is his spouse, be deemed to be 
income or a loss, as the case may be, of the transferor and not 
of the transferee; 


(2) Gain or loss deemed that of fences — Whee a per- 
son has, after 1971, transferred property either directly or in- 
directly by means of a trust or by any other means whatever 
to his spouse, or to a person who has since become his 
spouse, (which property is referred to: in this subsection«as 
“transferred property”), the following rules sagt 


(a) the amount, if any, by which 


(i) the aggregate of the transferee’ S eaxable’ capital 
gains for the year from dispositions of transferred 
property other than listed personal property and from 
dispositions of property (other than listed personal 
property) substituted for transferred property ~ 


exceeds 


(ii) the aggregate of the transferee’s allowable capital 
losses. for the year from dispositions of transferred 
property other than listed personal property and from 
dispositions of property (other than. listed personal 
property) substituted ‘for transferred property, 


shall, during the lifetime of the transferor while the trans- 
feror is resident in Canada and the transferee is his 
Spouse, be deemed to be a taxable capital gain of the 
transferor for the year from the disposition of Sp ee 
other than listed personal property; HM 


(b) the amount, if any, by which the aggregate -deter- 
mined under subparagraph (a)(11) exceeds the aggregate 
determined, under. subparagraph .(a)(i) shall; during. the 
lifetime of the transferor while the transferor is resident 
in Canada and the transferee is his spouse, be deemed to 
be an allowable capital loss of the transferor for the year 
. from-the disposition of property other than listed perepnal 
property; 
(c) the amount; if any, by which 


(i) the amount that the aggregate of the tcthenteheie Ss 
gains for the year from dispositions of listed: personal 
property would be if the transferee had at no time 
owned listed personal property other than listed per- 
sonal property that was transferred sa aia or prop- 
erty substituted therefor i 
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exceeds 


(ii) the amount that the aggregate of the transferee’ s 
losses for the year from dispositions, of listed per- 
sonal property would.be if the transferee had at no 
time owned listed personal property other than listed 
personal property that was transferred property or 
property substituted therefor, 


shall, during the lifetime of the transferor while the trans- 
feror is resident in Canada and the transferee is his 
Spouse, be deemed to be a gain of the transferor for the 
year from the disposition of listed personal property; 


(d) the amount, if any, by which the aggregate deter- 

mined under subparagraph (c)(ii) exceeds the aggregate 

determined under subparagraph (c)(i) shall, during the 

lifetime of the transferor while the transferor is resident 

in Canada andthe transferee is his spouse, be deemed to 

be a loss of the transferor for the year from the disposi- 
~ tion of listed personal property; 


(e) any taxable capital gain or allowable capital loss or 
any gain or loss taken into account in, computing an 
amount described in paragraph (a), (b), (c) or (d) shall, 
except for the purposes of those paragraphs, to the extent 
thatthe amount so described is deemed by virtue of this 
subsection to be a taxable capital gain or an allowable 
capital loss or a gain or loss of the transferor, be deemed 
not to be a taxable capital gain or an, allowable capital 
loss or a gain or loss, as the case may be, of the trans- 
feree; and 


“(f) such part of the capital gain or capital loss of the 
transferee for the year from an indexed security invest- 
ment plan as may reasonably be considered to. be derived 
from the transferred property or property substituted 

. therefor shall, during the lifetime of the transferor while 
he is resident in,Canada and the transferee is his spouse, 
be deemed to be a capital gain or capital loss, as the case 
may be, of the transferor for the year from an indexed 
security investment plan and shall be deemed not to be 
included in the capital gain or capital loss, as the case 
may be, of the transferee from his plan. 


(3)-(5) [Repealed] 


(6) Application — This section does not apply in respect of a 
transfer by a taxpayer of property 


(a) as a payment of a premium under a registered retire- 
ment savings plan under which the taxpayer’s spouse is, 
immediately after the transfer, the annuitant (within the 
meanings of subsection 146(1)); or 


(b) as or on account of an amount paid by the taxpayer to 
his spouse in a taxation year that is deductible in comput- 
ing his income for the year and is required to be included 
in computing the income of his spouse. 


(7) Spouse living apart — Notwithstanding subsections (1) 
and (2), where a person has transferred property either di- 
rectly or indirectly by means of a trust or by any other means 
whatever to his spouse or to a person who has since become 
his spouse, ; 


(a) subsection (1) does not apply with respect to any in- 
come or loss ‘fromthe property, or property substituted 
therefor, that relates to the period during which the per- 
son is living apart and is separated from his spouse pur- 
suant to a decree, order or judgment of a competent tribu- 
nal or a written separation agreement; and 


(b) subsection (2) does not apply with respect to a dispo- 
sition of the property, or property substituted therefor, 
during the period the person is living apart and is sepa- 
rated from his spouse pursuant to a decree, order or judg- 
ment of a competent tribunal or a written separation 
agreement, or to any part of a capital gain or capital loss 


S. 74 


of the spouse from an indexed security. investment plan 
that may reasonably be considered to relate to that period 
or any part thereof, if the person files: with his return. of 
income under this Part for the taxation year during which 
he commenced to so live apart and be so separated from 
his spouse an election completed jointly with his spouse 
not to have that subsection apply. 


(8) Exception — Subsection (7) does not apply where a per- 
son who is separated from his spouse pursuant to a written 
separation agreement ceases to live apart from that spouse 
within 12 months from the date on which the agreement was 
entered into. 


Para. 74(2)(f) added and para. 74(7)(b) amended to add: “or to any 
part of a capital gain or capital loss of the spouse from an indexed 
security investment plan that may reasonably be considered to relate 
to that period or any part thereof” by 1984, c. 1,.s. 33, applicable 
after September 30, 1983. 


Subsecs. 74(3), (4), (5) repealed by 1980-81-82-83, c. 48, subsec. 
40(1), applicable as to subsecs. 74(3), (4), with respect to remunera- 
tion paid after 1979 for services rendered as an, employee after 
1979, and as to subsec. 74(5) with respect to fiscal periods ending 
after December 11, 1979. Subsecs. 74(3) to (5) formerly read: 


(3) Remuneration received.as employee of spouse — 
Where a person has received remuneration as. an employee of 
his spouse, the amount thereof shall not be deducted in com- 
puting the spouse’s income and shall not be included in com- 
puting the employee’s income. 


(4) Remuneration, received as employee of spouse’s 
partnership — Where, in a.taxation year, a: person has re- 
ceived remuneration as the employee of a partnership in 
which his spouse was a partner, the proportion of the remu- 
neration that the spouse’s interest in the partnership business 
was of the interest of all the partners shall be deemed to have 
been received by the spouse as part of the income from the 
business for the year and not to have been received by the 
employee. 


(5) Where husband and wife partners in business — 
Where’ a husband and: wife were partners in a business, the 
income of one spouse from the business for a taxation year 
may, in the discretion of the Minister, be deemed to belong to 
the other spouse. 


Subsec. 74(6) substituted by subsec. 40(2) of said c. 48, applicable 


by subsec. 40(4) to'1979 et seg. Subsec. 74(6) formerly read: 


(6) Transfer to R,R.S.P — This section does not apply in 
respect of a transfer of property by a taxpayer, as a payment 
under a registered retirement savings plan under which the 
taxpayer’s spouse is, immediately after the transfer, an annui- 
tant, where that payment would be a premium as described in 
paragraph 146(1)(f) had the transferor been the annuitant 
under the plan. 


Subsecs. 74(7), (8) added by subsec. 40(2) of said c. 48, subsec. 
74(7) other than para. (b) applicable after December 11, 1979 with 
respect to any income or loss from property, and para. (b) applicable 
to 1980 et seg. except that where a decree, order:or judgment was 
made, or written separation agreement entered into, before 1981, 
para. (b) shall be read as follows: 


(b) subsection (2) does not apply with respect to a disposition 
of the property, or property substituted therefor, during the 
period the person is living apart and is separated from that 
spouse pursuant to a decree, order or judgment of a compe- 
tent tribunal or a written separation agreement, if the person 
files with his return of income under this Part for the 1980 or 
1981 taxation year an election completed jointly with his 
spouse not.to, have the provisions of that subsection apply. 


Subsec. 74(8) is applicable after December 11, 1979. 


Subsec. 74(6) substituted by 1976-77, c. 4, s. 29, applicable to 1974 
et seq. 


555 


S. 74 


Subsecs. 74(1) and (2) substituted by 1974-75-76, c. 26, subsec. 
39(1) and by subsec. 39(3, applicable to 1975 et seg. Subsecs. (1) 
and (2) formerly read: 


(1) Where a person has, on or after August 1, 1917, trans- 
ferred property either directly or indirectly, by means of a 
trust or by any other means whatever to his spouse, or to a 
person who has since become his spouse, the income for a 
taxation year from the property or from property substituted 
therefor shall, during the lifetime of the transferor while he is 
resident in Canada and the transferee is his spouse, be 
deemed to be income of the transferor and not of the 
transferee. 


(2) Where a person has, after 1971, transferred property either 
directly or indirectly, by means of a trust or by any other 
means whatever to his spouse, or to a person who has since 
become his spouse (which property is referred to in this sub- 
section as “transferred property”), in computing the trans- 
feror’s income for any taxation year the amount, if any, by 
which 


(a) the aggregate of 


(i) the transferee’s taxable capital gains for the year 
from dispositions of transferred property other than 
listed personal property and from dispositions of 
property (other than listed personal property) substi- 
tuted for transferred property, and 


(11) the amount that the transferee’s taxable net gain 
for the year from dispositions of listed personal prop- 
erty would be if the transferee had at no ttme owned 
listed personal property or property substituted 
therefor, 

exceeds 


(b) the aggregate of the transferee’s allowable capital 
losses for the year from dispositions of transferred prop- 
erty other than listed personal property and from disposi- 
tions of property (other than listed personal property) 
substituted for transferred property, 


shall, during the lifetime of the transferor while the transferor 
is resident in Canada and the transferee is his spouse, be 
deemed to be a taxable capital gain of the transferor for the 
year from the disposition of property other than listed per- 
sonal property, and any gain or loss taken into account in 
computing the aggregate described in paragraph (a) or the ag- 
gregate described in paragraph (b) shall, for the purposes of 
computing the income of the transferee for a taxation year, be 
deemed not to have been a gain or loss of the transferee. 


Subsec. 74(6) added by 1974-75-76, c. 26, subsec. 39(2), applicable 
to 1974 et seq. 


Selected Cases [subsec. 74(1)]: Kieboom v. MNR, [1992] 2 
C.T.C. 59 (FCA) (Taxpayer “transferred” property to related parties 
by reducing equity in corporation on subscription for shares by re- 
lated parties). 


74.1 (1) Transfers and loans to spouse — 
Where an individual has transferred or lent property 
(otherwise than by an assignment of any portion of a 
retirement pension pursuant to section 65.1 of the 
Canada Pension Plan or a comparable provision of a 
provincial pension plan as defined in section 3 of 
that Act or of a prescribed provincial pension plan), 
either directly or indirectly, by means of a trust or by 
any other means whatever, to or for the benefit of a 
person who is the individual’s spouse or who has 
since become the individual’s spouse, any income or 
loss, as the case may be, of that person for a taxation 
year from the property or from property substituted 
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therefor, that relates to the period in the year 
throughout which the individual is resident in Can- 
ada and that person is the individual’s spouse, shall 
be deemed to be income or a loss, as the case may 
be, of the individual for the year and not of that 
person. : 


Related Provisions: 73(1) — Transfer to spouse deemed at cost; 
74.1(3) — Repayment of existing indebtedness; 74.2(1) — Gain or 
loss deemed that of lender or transferor; 82(2) — Attributed divi- 
dends deemed received by taxpayer; 252(4) — Extended meaning 
of “spouse”. See additional Related provisions and Definitions at 
end of s. 74.1. 


Pre-RSC History: Subsec. 74.1(1) substituted by 1987, c. 46, s. 
25, to add “(otherwise than by an assignment of any portion of a 
retirement pension pursuant to section 64.1 of the Canada Pension 
Plan or a comparable provision of a provincial pension:plan as de- 
fined in section 3 of that Act or of a prescribed provincial pension 
plan)”, applicable with respect to transfers of property made after 
May 22, 1985 and with respect to loans that are outstanding on or 
after May 22, 1985 except that, in the case of a loan outstanding on 
May 22, 1985, ) 


(a) subsection 74.1(1) is not applicable with respect to loans 
that are repaid before 1988; and 


(b) in the case of a loan that is not repaid before 1988, subsec- 
tion 74.1(1) does not apply to any income or loss, as the case 
may be, relating to any period ending before 1988. 


Regulations: 7800(1) (prescribed provincial pension plan is the - 
Saskatchewan Pension Plan). 


Interpretation Bulletins: IT-295R4: Taxable dividends received 
after 1987 by a spouse; IT-325R2: Property transfers after separa- 
tion, divorce and annulment; IT-385R2: Disposition of an income 
interest in a trust; IT-434R: Rental of real property by individual; 
IT-511R: Interspousal and certain other transfers and loans of 


property. 


(2) Transfers and loans to minors — Where an 
individual has transferred or lent property, either di- 
rectly or indirectly, by means of a trust or by any 
other means whatever, to or for the benefit of a per- 
son who was under 18 years of age (other than an 
amount received in respect of that person asa conse- 
quence of the operation of subsection 122.61(1)) and 
who 


(a) does not deal with the individual at arm’s 
length, or 


(b) is the niece or nephew of the individual, 


any income or loss, as the case may be, of that per- 
son for a taxation year from the property or from 
property substituted therefor, that relates to the pe- 
riod in the year throughout. which the individual is 
resident in Canada, shall be deemed to be income or 
a loss, as the case may be, of the individual and not 
of that person unless that person has, before the end 
of the year, attained the age of 18 years. 


Related Provisions: 69(1)(b) — Transfer not at arm’s length 
deemed to be disposition at fair market value; 74.1(3)— Repay- 
ment of existing indebtedness; 75(1) — Transfers before May 23, 
1985; 82(2) — Attributed dividends deemed received by taxpayer. 
See also Related provisions and Definitions at end of s. 74.1. 


History: That portion of subsec. 74.1(2) preceding para. (a) 
amended by 1994, c. 7, Sch. VII (1992, c.: 48), \s. 4, to add the 
phrase in parentheses, applicable to 1993 et seq... 
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Pre-RSC History: Subsec. 74.1(2) substituted by 1986, 'c. 55, s. 
17, to add: 


“and who 
(a) does not deal with the individual at arm’s length, or 
(b) is the niece or nephew of the individual,” 


applicable with respect to transfers of property made after May 22, 
1985 and with respect to loans that are outstanding on or after May 
22, 1985, except that in the case of a loan outstanding on May 22, 
1985 


(a) it is not applicable if the loan is repaid before 1988; and 


(b) if the loan is not repaid before 1988, it does not apply to any 
income or loss, as the case may be, relating to any period end- 
ing before 1988. 


Interpretation Bulletins: IT-268R4: Jnter vivos transfer of farm 
property to child; IT-325R2: Property transfers after separation, di- 
vorce and annulment; IT-385R2: Disposition of an income interest 
in a trust; IT-434R: Rental of real property by individual; IT-510: 
Transfers and loans of property made after May 22, 1985 to a re- 
lated minor. 


(3) Repayment of existing indebtedness — 
For the purposes of subsections (1) and (2), where, at 
any time, an individual has lent or transferred prop- 
erty (in this subsection referred to as the “lent or 
transferred property’’) either directly or indirectly, by 
means of a trust or by any other means whatever, to 
or for the benefit of a person, and the lent or trans- 
ferred property or property substituted therefor is 
used 


(a) to repay, in whole or in part, borrowed money 
with which other property was acquired, or 


(b) to reduce an amount payable for other 

property, 
there shall be included in computing the income 
from the lent or transferred property, or from prop- 
erty substituted therefor, that is so used, that propor- 
tion of the income or loss, as the case may be, de- 
rived after that time from the other property or from 
property substituted therefor that the fair market 
value at that time of the lent or transferred property, 
or property substituted therefor, that is so used is of 
the cost to that person of the other property at the 
time of its acquisition, but for greater certainty noth- 
ing in this subsection shall affect the application of 
subsections (1) and (2) to any income or loss derived 
from the other property or from property substituted 
therefor. 
Interpretation Bulletins [subsec. 74.1(3)]: IT-325R2: Property 


transfers after separation, divorce and annulment; IT-510: Transfers 
and loans of property made after May 22, 1985 to a related minor. 


Related Provisions [s. 74.1]: 56(2) — Indirect payments; 
56(4.1) — Interest free or low interest loans; 74.3 — Transfers or 
loans to a trust; 74.4(4) — Benefit not granted to a designated per- 
son; 74.5(1) — Transfers for fair market value consideration; 
74.5(2) — Loans for value; 74.5(3) — Spouses living apart; 
74.5(6) — Back-to-back loans and transfers; 74.5(7) — Guarantees; 
74.5(9) — Transfers or loans to a trust; 74.5(11) — Artificial trans- 
actions; 74.5(12) — Attribution rules — exemption; 82(2) — Divi- 
dends deemed received; 96(1.8) — Transfer or loan of. partnership 
interest; 212(12) — No non-resident withholding tax where income 
attributed; 248(5) — Substituted property. 


Pre-RSC History [s. 74.1]: S. 74.1 added by 1986, c. 6, s. 38, 
applicable with respect to transfers of property made after May 22, 


S. 74.2(1)(e)(i) 


1985 and with respect to loans that are outstanding on or after May 
22, 1985, except that in the case of a loan outstanding on, May 22, 
1985, 


(a) s. 74.1 is not applicable with respect to loans that are repaid 
before 1988; and 


(b) in the case of a loan that is not repaid before 1988, s. 74.1 
- does not apply to any income or loss, as the case may be, relat- 
ing to any period ending before 1988. 


Definitions [s. 74.1]: “amount” — 248(1); ‘“arm’s length” — 
251(1); “beneficially interested” — 74.5(10); “borrowed money” — 
248(1); “Canada” — 255; “individual” — 248(1); “nephew”, 
“niece” — 252(2)(g); “person”, “property” — 248(1); “resident in 
Canada” — 250; “spouse” — 252(4)(a); “substituted property” — 
248(5); “taxation year” — 249; “trust” — 104(1), 248(1), (3). 


74.2 (1) Gain or loss deemed that of lender or 
transferor — Where an individual has lent or trans- 
ferred property (in this section referred to as “lent or 
transferred property”), either directly or indirectly, 
by means of a trust or by any other means whatever, 
to or for the benefit of a person (in this subsection 
referred to as the “recipient’”) who is the individual’s 
spouse or who has since become the individual’s 
spouse, the following rules apply for the purposes of 
computing the income of the individual and the re- 
cipient for a taxation year: 


(a) the amount, if any, by which 


(i) the total of the recipient’s taxable capital 
gains for the year from dispositions of prop- 
erty (other than listed personal property) that 
is lent or transferred property or property sub- 
stituted therefor occurring in the period. (in 
this subsection referred to as the “attribution 
period’’) throughout which the individual is 
resident in Canada and the recipient is the in- 
dividual’s spouse 


exceeds 


(ii) the total of the recipient’s allowable capi- 
tal losses for the year from dispositions occur- 
ring in the attribution period of property 
(other than listed personal property) that is 
lent or transferred property or property substi- 
tuted therefor 


shall be deemed to be a taxable capital gain of the 
individual for the year from the disposition of 
property other than listed personal property; 


(b) the amount, if any; by which the total deter- 
mined under subparagraph (a)(ii) exceeds the to- 
tal determined under subparagraph (a)(i) shall be 
deemed to be an allowable. capital loss of the in- 
dividual for the year from the disposition of prop- 
erty other than listed personal property; 


(c) the amount, if any, by which 


(i) the amount that the total of the recipient’s 
gains for the year from dispositions occurring 
in the attribution period of listed personal 
property that is lent or transferred property or 
property substituted therefor would be if the 
recipient had at no time owned listed personal 
property other than listed personal property 
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that was lent or transferred property or prop- 
erty substituted therefor 


exceeds 


(ii) the amount that the total of the recipient’s 
losses for the year from dispositions of listed 


personal property that is lent or transferred | 
property or property substituted therefor — 


would be if the recipient had at no time owned 
listed personal property other than listed per- 
sonal property that was lent or transferred 
property or property substituted therefor, 


shall be deemed to be a gain of the individual for 


the year from the disposition of listed personal 
property; 

(d) the amount, if any, by which the total deter- 
mined under subparagraph (c)(ii) exceeds the to- 
tal determined under subparagraph (c)(i) shall be 
deemed to be a loss of the individual for the year 
from. the disposition of listed personal property; 
and 


(e) any taxable capital. gain or allowable capital 
loss or any gain or, loss taken into account in 
computing an amount described in paragraph (a), 
(b), (c) or (d) shall, except for the purposes of 
those paragraphs and to the extent that the 
amount so described is deemed by virtue of this 
subsection to be a taxable capital gain or an al- 
lowable capital loss or a gain or loss of the indi- 
vidual, be deemed not to be a taxable capital gain 
or an allowable capital loss or a gain or loss, as 
the case may be, of the recipient. - 

Related Provisions: 73(1) — Transfer to spouse deemed at cost: 

74.1(1) — Transfers and loans to spouse; 248(5) — Substituted 


property; 252(4) — Extended meaning of “spouse”. See additional 
Related provisions at end of s. 74.2. 


Interpretation Bulletins: See list at end of s..74.2. 


(2) Deemed gain or loss — Where an amount is 
deemed by subsection (1) or 75(2) or section 75.1 of 
this Act, or subsection 74(2) of the Income Tax Act, 
chapter 148 of the Revised Statutes of Canada, 1952, 
to be a taxable capital gain or an allowable capital 
loss of an individual for a taxation year, 


(a) for the purposes of sections 3 and 111, as they 
apply for the purposes of section 110.6, such por- 
tion of the gain or loss as may reasonably be con- 
sidered to relate to the disposition of a property 
by another person in the year shall be deemed to 
arise from the disposition of that property by the 
individual in the year; and 


(b) for the purposes of section 110.6, that prop- 
erty shall be deemed to have been disposed of by 
the individual on the day on which it was dis- 
posed of by the other person. 


History: Para. 74.2(2)(b) amended by 1995, c. 3, s. 20, applicable 
to 1994 et seg. Para. (b) formerly read: 


(b) for the purposes of section 110.6, that property shall be 
deemed: to have been disposed of by the individual in the 
year. 


Income Tax: Act, Part I, Div. B 


That portion of subsec. 74,2(2) preceding para. (a) substituted, by 
1994, c. 7, Sch. II (1991, c. 49), s. 51, applicable to 198% et seq. 
That portion formerly read: 


(2) Deemed gain or loss — Where an individual is decried 
under subsection (1) or section 75.1 of this Act or subsection 
74(2) of the Income Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, to have ai taxable capital Bie or allow- 
able capital loss for a taxation’ year, 


1.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952") 


Interpretation Bulletins [subsec. 74.2(2)]: IT-369R: Attribu- 
tion of trust income to settlor. See also list ‘at end of s. 74.2. 


Related Provisions [s. 74.2]: 74.3 — Transfers or loans to a 
trust; 74.4(4) — Benefit not granted to a designated person; 
74:5(1) — Transfer for fair market value consideration; 74:5(2) — 
Loans for value; 74.5(3) — Spouses living apart; 74.5(6) — Back- 
to-back loans and transfers; 74.5(7) — Guarantees; 74.5(12) — “At 
tribution rules — exemption. 


Pre-RSC History [s. 74.2]: Subsec. 74.2(2) substituted by 1988; 
c. 55, s. 52, applicable to 1985 et ae Subsec. 74. sag formerly 
read: 


(2) Deemed gain or loss — For the Sar BORAN of sections 3 
and 111 as they apply for the purposés of section 110.6, 
where an individual is deemed under subsection (1), subsec- 
tion 74(2)-or section, 75.1 to, have a taxable capital, gain:or 
allowable capital loss for a taxation. year, such portion of the 
gain or loss as may reasonably be considered to relate to the 
disposition of a property by another person in the year shall 
be deemed to arise from the disposition of that property by - 
the individual in the year. 


S. 74.2 added by 1986, c.-6, s. 38. Subsec.'74.2(1) is applicable with 
respect to transfers of property made after:May 22, 1985 and with 
respect to loans that are outstanding on or after May 22, 1985, ex- 
cept that in the case of a loan outstanding on May 22, 1985 


(a) subsec. 74.2(1) is not applicable with respect to loans that 
are repaid before 1988; and 


(b) in the case of a loan that is not repaid before 1988, section 
74.2 does not apply to any disposition of property occurring 
before 1988. 


Subsec. 74, 2(2) is applicable to. 1985 et seq. 


Selected Cases [s. 74. 2]: King v. Canada, {1995} 1C. T. C. 2353 
(TCC) (Conduct of taxpayers may constitute estoppel with eppeet 
to attribution and timing). 

Definitions [s. 74.2]: “allowable capital loss” — 38(b); 248(1); 
“amount” — 248(1);, “Canada” — 255; “individual” — 248(1); 
“listed personal property” — 54, 248(1); “person”, “property” — 
248(1); “resident in Canada” — 250; 


“spouse” — 252(4)(a); “sub- 
stituted property” — 248(5); “taxable capital” gain” — 38(a), 
248(1); “taxation year” — 249; 


“trust” — 104(1), 248(1), (3). 


Interpretation Bulletins [s. 74.2]: IT-325R2: Property transfers 
after separation, divorce and annulment; IT-511R: siattiepve and 
certain other transfers and loans of sire 


74.3 (1) Transfers or loans to a trust — Where 
an individual has lent or transferred property (in this 
section referred to as “lent or transferred property’), 
either directly or indirectly, by means of a trust or by 
any other means whatever, to a trust in which an- 
other individual who is at any time a designated per- 
son in respect of the individual is beneficially inter- 
ested at any time, the following rules apply: 


(a) for the purposes of section:74.1,.the income.of 
the designated person for a taxation year from the 
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lent or transferred property shall be deemed to be 
an amount equal to the lesser of 


(i) the amount in respect of the trust that was 
included by virtue of paragraph 12(1)(m) in 
computing the income for the year of the des- 
ignated person, and 


(ii) that proportion of the amount that would 
be the income of the trust for the year from 
_ the lent. or transferred property or from prop- 
erty substituted therefor if no deduction were 
made under subsections 104(6) or (12) that 


(A) the amount determined under subpara- 
graph (i) in respect.of the designated per- 
son for the year 


is of 


(B) the total of all amounts each of which 
is an amount determined under subpara- 
graph (i) for the year in respect of the des- 
ignated person or any other person who is 
throughout the year a designated person in 
respect of the individual; and 


“'(b) for the purposes of section 74. 2, an amount 
equal to the lesser of 


(i) the amount that was designated under sub- 
section 104(21) in respect of the designated 
person in the trust’s return of income for the 
year, and © , 


(ii) the amount, if any, by which 


(A) the total of all amounts each of which 
‘is a taxable capital gain for the year from 
the disposition by the trust of the lent or 
transferred property, or PRORETTS substituted 
therefor 


exceeds 


(B) the total of all amounts each of which 

isan allowable capital loss for the year 
from the disposition by the trust of the lent 
or transferred property or property substi- 
tuted therefor, 


shall be deemed to be a taxable capital gain of the 
designated person for the year from the disposi- 
tion of property (other than listed personal prop- 
erty) that is lent or transferred property. 


Related Provisions: 82(2) — Attributed dividends deemed re- 
ceived by individual; 248(5) — Substituted property. See additional 
Related provisions at end of s. 74.3. 


(2) Definition of “designated person” — In 
this section, “designated person’’, in respect of an in- 
dividual, has the meaning assigned by subsection 
74.5(5). 


Origin of subsec. 74.3(2): R.S.C. 1985, c. 1 (Sth Supp.). 
Pre-RSC History [former subsec. 74.3(2)]: Subsec. 74.3(2) 


repealed by 1986, c. 55, subsec. 18(1), applicable to transfers. of 


S. 74.4(2)(a) 


property made after May 22, 1985 and loans outstanding on or after 
May 22, 1985. Subsec. 74.3(2) formerly read: 


(2) Definition of “designated person” — For the purposes 
of subsection (1), “designated person”, in respect of an indi- 
vidual, means a person : 


(a) who is the individual’s spouse; or 
(b) who is under 18 years of age. 


Related Provisions [s: 74.3]: 56(4.1) — Interest free or low- 
interest loans; .74.4(4) — Benefit not granted to a designated person; 
74.5(5) — “Designated person”; 74.5(6) — Back to back loans and 
transfers; 74.5(7) — Guarantees; 74:5(12) — Attribution rules — 
exemption; 75(2) — Reversionary trusts — attribution rules; 
82(2) — Dividends deemed received; 96(1.8) — Transfer or loan of 
partnership interest; 212(12) — No. non-resident. withholding tax 
where income attributed; 248(25) — Beneficially interested. 


Pre-RSC History [s. 74.3]: S. 74.3 added by 1986, c. 6, s. 38, 
applicable with respect to transfers of property made after May 22, 
1985 and with respect to loans that are outstanding on or after May 
22» £985. 

Definitions [s. 74.3]: “allowable capital. loss” — 38(b), 248(1); 
“amount” — 248(1); “beneficially interested” — 248(25); “desig- 
nated person” — 74.3(2), 74.5(5); “individual” — 248(1); “listed 
personal property” — 54; 248(1); “property” — 248(1); “substituted 
property” — 248(5); “taxable capital gain” — 38(a), 248(1); “‘taxa- 
tion year” — 249; “trust” — 104(1), 248(1), (3). 

Interpretation Bulletins [s. 74.3]: IT-510: Transfers and. loans 
of property made after May 22, 1985 to.a related minor; IT-511R: 
Interspousal and certain other transfers and loans of property. 


74.4 (1) Definitions — In this section, 


“designated person’, in respect of an ‘adi vidal, 
has the meaning assigned by subsection 74.5(5); 


Origin of 74.4(1)designated person”: R.S.C. 1985, c. 1 (Sth 
Supp.). 
“excluded conetelewa tint at any time, means con- 
sideration received by an individual that is 

(a) indebtedness, 


(b) a share of the capital stock of a corporation, 
or 


(c) a right to receive indebtedness or a share of 
the capital stock of a corporation. 


(2) Transfers and loans to corporations — 


Where an individual has transferred or lent property, 
either directly or indirectly, by means of a trust or by 
any other means whatever, to a corporation and one 
of the main purposes of the transfer or loan may. rea- 
sonably be considered to be to reduce the income of 
the individual and to benefit, either directly or indi- 
rectly, by means of a trust or by any other means 
whatever, a person who is a designated person in re- 
spect of the individual, in computing the income of 
the individual for any taxation year that includes a 


period after the loan or transfer throughout which 


(a) the person is a designated person in respect of 
the individual and would have been a specified 
shareholder of the corporation if the definition 
“specified shareholder” in subsection 248(1) 
were read without reference to paragraphs (a) and 
(d) of that definition and if the reference therein 
to “any other corporation that is related to the 
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corporation” were read as a reference to “any 
other corporation (other than a small business 
corporation) that is related to the corporation”, 


(b) the individual was resident in Canada, and 


(c) the corporation was not a small business 
corporation, 


the individual shall be deemed to have received as 
interest in the year the amount, if any, by which 


(d) the amount that would be interest on the out- 
standing amount of the loan or transferred prop- 
erty for such periods in the year if the interest 
were computed thereon at the prescribed rate of 
interest for such periods 


exceeds the total of 


(e) any interest received in the year by the indi- 
vidual in respect of the transfer or loan (other 
than amounts deemed by this subsection to be in- 
terest), and 


(f) °/s of all taxable dividends received (other than 
dividends deemed by section 84 to have been re- 
ceived) by the individual in the year on shares 
that were received from the corporation as ‘con- 
sideration for the transfer or as repayment for the 
loan that were excluded consideration at the time 
the dividends were received or on shares substi- 
tuted therefor that were excluded consideration at 
that time. 

Related Provisions: 56(4.1) — Interest free or low interest loan 

to individual; 74.4(4) — Benefit not granted to a designated person; 

§2(2) — Attributed dividends deemed received by individual; 


248(5) — Substituted property. See additional Related provisions 
and Definitions at end of s. 74.4. 


History: Para. 74.4(2)(a) substituted by 1994, c. 7, Sch. If (1991, c. 
49), s. 52, applicable to 1987 et seq. with respect to loans and trans- 
fers made after October 27, 1986. Para. 74.4(2)(a) formerly read: 


(a) the person is a designated person in respect of the individ- 
ual and would have been a specified shareholder of the corpo- 
ration if the definition “specified shareholder” in subsection 
248(1) were read without reference to paragraphs (a) and (d) 
of that definition, 


Pre-RSC History: Para. 74.4(2)(f) amended by 1988, c. 55, s. 53, 
to substitute “*/s” for ““/s”, applicable with respect to taxable divi- 
dends received in 1988 et seq. 


Regulations: 4301(c) (prescribed rate of interest for 74.4(2)(d)). 


information Circulars: 88-2, para. 10: General anti-avoidance 
rule — section 245 of the Income Tax Act: 


Advance Tax Ruling: ATR-25: Estate freeze; ATR-36: Estate 
freeze; ATR-47: Transfer of assets to Realtyco. 


(3) Outstanding amount — For the purposes of 
subsection (2), the outstanding amount of a trans- 
ferred property or loan at.a particular. time is 


(a) in the case of a transfer of property to a corpo- 
ration, the amount, if any, by which the fair mar- 
ket value of the property at the time of the trans- 
fer exceeds the total of 


(i) the fair market value, at’ the time of the 
transfer, of the consideration (other than con- 
sideration that is excluded consideration at the 
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particular time) received by ne transferor for 
the property, and 


(ii) the fair market value, at the time of re- 
ceipt, of any consideration (other than consid- 
eration that is excluded consideration at the 
particular time) received by the transferor at 
or before the particular time from the corpora- 
tion or from a person with whom the trans- 
feror deals at arm’s length, in exchange for 
excluded consideration previously received by 
the transferor as consideration for the property 
or for excluded consideration substituted for 
such consideration; 


(b) in the case of a loan of money or property to a 
corporation, the amount, if any, by which 


(i) the principal amount of the loan of money 
at the time the loan was made, or 


(ii) the fair market value of the property lent 
at the time the loan was. made, 


as the case may be, exceeds the fair market value, 
at the’ time the repayment is received by the 
lender, of any repayment of the loan (other than a 
repayment that is excluded consideration at the 
particular time). 


(4). Benefit not granted to a designated per- 

son — For the purposes of subsection (2), one of 
the main purposes of a transfer or loan by an individ- 
ual to a corporation shall not be considered to be to 
benefit, either directly or indirectly, a designated 
person in respect of the individual, where 


(a) the only interest that the designated person 
has in the corporation is a beneficial interest in 
shares of the corporation held by a trust; 


(b) by the terms of the trust, the designated per- 
son may not receive or otherwise obtain the use 
of any of the income or capital of the trust while 
being a designated person in respect of the indi- 
vidual; and 


(c) the designated person has not received or oth- 
erwise obtained the use of any of the income or 
capital of the trust, and no deduction has been 
made by the trust in computing its income under 
subsection 104(6) or (12) in respect of amounts 
paid or payable to, or included in the income of, 
that person while being a designated person in re- 
spect of the individual. 

Pre-RSC History [subsec. 74.4(4)]: Subsec. 74,4(4) added. by 


1987, c. 46, s. 26, applicable to. 1987 et seq., but only with respect. 
to loans and transfers made after October 27, 1986. 


Related Provisions [s. 74.4]: 51(1)(c) — Exchange deemed 
transfer of convertible property by taxpayer to corporation ; 
74.5(4) — Exemption where spouses are living separate and apart; 
74.5(5) — “Meaning of designated person”; 74.5(6) — Back-to- 
back loans and transfers; 74.5(7) — Guarantees; 74.5(9) — Trans- 
fers or loans to a trust; 74.5(11) — Artificial transactions; 82(2) — 
Dividends deemed received; 87(2)(j.7) — Amalgamations — con- 
tinuing corporation; 212(12)— No non-resident withholding tax 
where income attributed; 248(25) — Meaning of “beneficial 
interest’. 
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Pre-RSC History [s. 74.4]: S. 74.4 added by 1986, c. 55, subsec. 
19(2), applicable to 1987 et seg. but‘only with respect to loans and 
transfers of property made after October 27, 1986. 


Definitions [s. 74.4]: “amount” — 248(1); “arm’s length” — 
251(1); “Canada” — 255; oorporation : — 248(1), Interpretation 
Act 35(1); “designated person” — 74.4(1), 74.5(5); “dividend” — 
248(1); “excluded consideration” — 74.4(1); “individual”, “per- 
son’, “prescribed”, ppanacrpal amount”, “property” — 248(1); “re- 
Bil LOARTT). “résident in Canada” — 250; ae “small 
business corporation”, “ ; “substi- 
tuted” — 248(5); “taxable dividend” — 89(1), 248(1); “taxation 
year” — 249; “trust” — 104(1), 248(1), (3). 


Pre-RSC History [former s. 74.4]: Former s. 74.4 repealed by 
1986, c. 55, subsec. 19(1), applicable with respect to loans and 
transfers of property made after November 21, 1985. Former s. 74.4 
had read: 


74.4 (1) Definitions —In this section, 


“designated benefit”, at any particular time, in respect of 
property loaned or transferred either directly or indirectly by 
means of a trust or by any other means whatever by an indi- 
vidual (in this definition referred. to.as. the “transferor”) to a 
corporation, means“designated benefit”, at any particular 
time, in respect of property loaned or transferred either di- 
rectly or indirectly by means of a trust or by any other means 
whatever by an individual (in this definition referred to as the 
“transferor’) to a corporation, means 


(a). in the case of a-loan of property that. is money, the 
principal amount of the loan outstanding at the particular 
time, 


(b) in the case of a loan of property other than money, the 
fair market value of the property at the time the loan was 
made, and °. 


(c) in the case of a transfer of property, the amount, if 
~ any, by which 
(i) the fair market value of the property at the time 
the transfer was made to the corporation 


exceeds 
(ii) the aggregate of 


(A) the fair market value, at the time the transfer 
was made, of the consideration, other than con- 
‘sideration that is excluded consideration at the 
particular time, received by the transferor for the 
property, and 


(B) the fair market value, at the time of receipt, 
of any consideration, other than consideration 
that is excluded consideration at the particular 
time, received by the transferor at or before the 
particular time from the corporation or from a 
person with whom the transferor deals at arm’s 
length, in exchange for excluded consideration 
previously received by the transferor as. consid- 
eration for the property; 


“designated shareholder” of a subject corporation iy respect 
of an individual means a shareholder of the subject corpora- 
tion that is‘“designated shareholder” of a subject corporation 
in respect of an individual means a shareholder of the subject 
corporation that is 


(a) a person who is the individual’s spouse, 
(b) a person who is under 18 years of age, 


(c) a partnership of which a person described in para- 
graph (a) or (b) is a member, 


(d) a trust in which a person described in paragraph (a) or 
(b) is beneficially interested, or 
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(e) a corporation (other than a small business corpora- 
tion) of which a person described in paragraph (a) or (b) 
is a specified shareholder; 
“excluded consideration”, at any time, means consideration 
received by an individual that is 
(a) indebtedness, 
(b) a share of the capital stock of a corporation, where the 
articles of the corporation provide for more than one 
class of shares at that time, or 


(c) a right to receive a share described in paragraph (b); 


“monthly designated benefit” in respect of a property, for a 
month or a portion thereof, means the greatest amount that 


the designated benefit in respect of the property is at any time 
in the month or the portion, as the case may be. 


(2) Transfers and loans to corporation for benefit of 
spouse or minor — Where an individual has loaned or 
transferred property, either directly or indirectly, by means of 
a trust or by any other means whatever, to a corporation (in 
this section referred to as the “subject corporation”) other 
than a small business corporation, in computing the income 
of the individual for a taxation year, with respect to the period 
(in this section referred to as the “relevant period”) in the year 
and after the time of the loan or transfer and throughout 
which the individual is resident in Canada and any share- 
holder of the subject corporation is a designated shareholder 
in respect of the individual, an amount equal to the amount 
calculated under subsection (3) in respect of the property 
shall be deemed to be a taxable dividend received by the indi- 
vidual in the year from the subject corporation. 


(3) Calculation of amount — For the purpose of subsection 
(2), the amount calculated under this subsection in respect of 
the property with respect to the relevant period in the year is 
the amount, if any, by which’ the lesser of 


(a) the amount, if any, by which 
(i) the aggregate of 


(A) the aggregate of all amounts each of which 
is the product obtained when 


(I) the monthly designated benefit in respect 
of the property for a month, or a portion 
thereof, in the relevant period 


is multiplied by 


(II) 7 of the quotient obtained when the rate 
of interest prescribed for the purpose of sub- 
section 161(1) that is in effect during that 
month is divided by 12, and 


(B) the aggregate of all amounts each of which is 
an amount calculated under clause (A) in respect 
of the property with respect to a relevant period 
in a preceding taxation year 


exceeds 
(ii) the aggregate of 


(A) the aggregate of all amounts each of which 
is a taxable dividend paid in the year or a preced- 
ing taxation year to the individual or to a taxable 
Canadian corporation that is wholly-owned by 
him, on a share that is excluded consideration re- 
ceived by him as consideration for the loan or 
transfer of the property or excluded considera- 
tion substituted therefor, and 


(B) 7/s of the aggregate of all amounts each of 
which is an amount included in computing the 
income for the year or a preceding taxation year 
of the individual or a taxable Canadian corpora- 
tion that is wholly-owned by him as interest on 
excluded consideration, received by him as con- 
sideration for the loan or transfer of the property 
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or on excluded: consideration substituted there- 
for, and 


(b) the aggregate of all amounts each of which is 


(i) a taxable dividend paid by the subject corporation 
in the relevant period or a relevant period in a pre- 
ceding taxation year to a designated shareholder of 
the subject corporation in respect of the individual, 
or 


(ii) a capital gain of the individual’s spouse from a 
disposition of property occurring in the relevant pe- 
riod or in a relevant period in a preceding taxation 
year, to the extent that,the gain may reasonably be 

attributed to an increase in the value of the property 
loaned or transferred or of property substituted 
therefor 


exceeds 


(c) the aggregate of all amounts each of which is an 
amount calculated under this subsection for the purpose 
of subsection (2).in respect of the property for a preced- 
ing taxation year. 


(4) Deduction permitted — Where an individual has loaned 
or transferred property, either directly or indirectly, by means 
of a trust or by any other means whatever, to a corporation 
and as a consequence thereof an amount (in this subsection 
referred to as the “attributed amount”) has, by virtue of sub- 
section (2), been deemed to be a taxable dividend received 
from a subject corporation by an individual in a taxation year, 
the following rules apply: - 


(a) an amount equal to the lesser of 


(i) the aggregate of all taxable dividends paid ay the 
subject corporation in the year to a designated share- 
holder of the subject corporation in respect of the in- 
dividual, and 


(ii) that portion of the attributed amount that 


(A) the amount determined under subparagraph 
(i) in respect of the designated shareholder for 
the year 

is of 
(B) the aggregate of all amounts each of which is 
an amount determined under subparagraph (1) for 
the year in respect of a designated shareholder of 
the subject. corporation in respect of the 

individual 

shall be deemed not to be a taxable, dividend received 


from the subject corporation in the year by the designated 
shareholder; and 


(b) an amount equal-to the lesser of 


(i) the amount that would have been the amount de- 
termined under subparagraph (3)(b)(ii) for the year in 
respect of the designated shareholder if that subpara- 
graph were read without reference to the words “or 
in a relevant period in a preceding taxation year”, 
and 


(11) the amount, if any, by which 
(A) the attributed amount 
exceeds 


(B) the aggregate of all amounts each of which is 
an amount determined under paragraph (a) for 
the year in respect of a designated shareholder of 
the subject corporation in respect of the 
individual, 


shall be deemed not to be a capital gain of the designated 
shareholder from the disposition of a:property by him in 
the year. 
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(5) Time of dividend — For the purposes: ofthis section, 
where one or more loans or transfers of property have been 
made as part of a series of transactions or events which in- 
cludes the payment of a dividend, and it may reasonably be 
considered that the payment of the dividend was made in con- 
‘templation of such loans or transfers, the dividend shall be 
deemed to have been paid immediately after the first such 
loan or transfer, as the case may be. 


S. 74.4 added by 1986, c. 6, s. 38, applicable with respect to loans 
and transfers of property made after November 21, 1985. 


74.5 (1) Transfers for fair market considera- 
tion — Notwithstanding any other provision of. this 
Act, subsections 74.1(1):and (2) and section 74.2 do 
not apply to any income, gain or loss’derived in a 
particular taxation year from transferred property or 
from property substituted therefor if 


(a) at the time of the transfer the fair market value 
of the transferred property did not exceed the fair 
market value of the property received by the 
transferor as consideration for the transferred 
property, 

(b) where the consideration received by the trans- 
feror included indebtedness, 


(i) interest was charged on the indebtedness at 
a rate equal to or greater than the lesser of 


(A) the prescribed rate that was in effect at 
the time the indebtedness was incurred, 
and 


(B) the rate that would, having regard to 
all the circumstances, have been agreed on, 
at the time the indebtedness was incurred, 
between parties dealing oe each other at 
arm’s length, 


(ii) the amount of interest that \ was payable in 
respect of the particular year in respect of the 
indebtedness was paid not later than 30 days 
after the end of the particular year, and 


(iii) the amount of interest that was payable in 
respect of each taxation year preceding the 
particular year in respect of, the indebtedness 
was paid not later than 30 days after the end 
of each such taxation year; and 


(c) where the property was transferred to or for 
the benefit of the transferor’s spouse, the trans- 
feror elected in the transferor’s return of income 
under this Part for the taxation year in which the 
_ property was. transferred not to have the provi- 
sions of subsection 73(1) apply. 

Related Provisions: 74.5(6) — Back-to-back loans.and transfers; 


252(4) — Extended meaning of “spouse’’. See additional Related 
provisions: and Definitions at end of s. 74.5. 


Pre-RSC History: Cl. 74.5(1)(b)(i)(A) amended by 1990, c. 39, 
subsec. 16(1), to substitute “prescribed rate” for “rate presctibed for 
the purpose of subsection 161(1)”, applicable with respect to inter- 
est to be calculated in respect of periods after September 1989. 


Regulations: 4301(c) (prescribed rate of interest for 


TA. S(1)(b)G)(A)). 


Interpretation Bulletins: [T-510: Transfers and loans of property 
made after May 22, 1985,to a related minor; IT-511R: Interspousal 
and certain other transfers and loans. of: property: 
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(2) Loans for value — Notwithstanding any other 
provision of this Act, subsections 74.1(1) and (2) and 
section 74.2 do not apply to any income, gain or loss 
derived in a particular taxation year from lent prop- 
erty or from property substituted therefor if 


(a) interest was charged on the loan at a rate 
equal to or greater than the lesser of 


(i) the prescribed rate that was in effect at the 
time the loan was made, and 


(11) the rate that would, having regard to all 
the circumstances, have been agreed on, at the 
time the loan was made, between parties deal- 
ing with each other at arm’s length; © 


(b) the amount of interest that was payable in re- 
spect of the particular year in respect of the loan 
was paid not later than 30 days after the end of 
the particular year; and 


(c) the amount of interest that was payable in re- 
spect of each taxation year preceding the particu- 
lar year in respect of the loan was. paid. not later 
than 30 days after the end of each such taxation 
year. : 


Related Provisions: 74.5(7) — Guarantees. See additional Re- 
lated provisions and Definitions at end of s. 74.5. 


Pre-RSC History: Subpara. 74.5(2)(a)(i) amended by 1990, c. 39, 
subsec. 16(2), to substitute “prescribed rate” for “rate prescribed for 
the purpose of subsection 161(1)”, applicable with respect to inter- 
est: to be calculated in respect.of periods after September 1989. 


Regulations: 4301(c) (prescribed rate.of interest for 74.5(2)(a)(i)). 


Interpretation Bulletins: IT-510: Transfers and loans of property 
made after May 22, 1985 to a related minor; IT-511R: Interspousal 
and certain other transfers and loans of property. 


(3) Spouses living apart — Notwithstanding sub- 
section 74.1(1) and section 74.2, where an individual 
has lent or transferred property, either directly or in- 
directly, by means of a trust or by any other means 
whatever, to or for the benefit of a person who is the 
individual’s spouse or who has since become the in- 
dividual’s spouse, 


(a) subsection 74.1(1) does not apply to any in- 
come or loss from the property, or property sub- 
stituted therefor, that relates to the period 
throughout which the individual is living separate 
and apart from. that. person because of a break- 
down of their marriage; and 


(b) section 74.2 does not apply to a disposition of 
the property, or property substituted therefor, oc- 
curring at any time while the individual is living 
separate and apart from that person because of a 
breakdown of their marriage, if an election com- 
pleted jointly with that person not to have that 
section apply is filed with the individual’s return 
of income under this Part for the taxation year 
that includes that time or for any preceding taxa- 
tion year. 
Related Provisions: 252(4) — Extended meaning of “spouse”. 


History: Para. 74.5(3)(b) substituted by 1994, c. 7, Sch IL (1991,.c. 
49), s. 53, applicable to transfers of property made after May 22, 


S. 74.5(4) 


1985 and loans outstanding on or after May 22, 1985. Para. 
74.5(3)(b) formerly read: 


(b) section 74.2. does not apply with respect to a disposition 
of the property, or property substituted therefor, during the 
period throughout which the individual is living separate and 
apart from that person by reason of a breakdown of their mar- 
riage, if the individual files with. the individual’s return of in- 
come under this Part for the taxation year during which the 
individual commenced to so live separate and apart from that 
person an election completed jointly with that person not to 
have that section apply. 


Pre-RSC History: Paras. 74.5(3)(a) and (b) substituted by 1986, c. 
55, subsec. 20(1), applicable with respect to transfers of property 
made after May 22, 1985 and loans outstanding on or after May 22, 
1985. Paras. 74.5(3)(a) and (b) formerly read: 


(a) subsection 74.1(1) does not apply with respect to any in- 
come or loss from the property, or property substituted there- 
for, that relates to the period throughout which the individual 
is living apart and is separated from that person pursuant to a 
decree, order or judgment of a competent tribunal or a written 
separation agreement; and 


(b) section 74.2 does not apply with respect to a disposition 
of the property, or property substituted therefor, during the 
period throughout which the individual is living apart and is 
separated from that person pursuant to a decree, order or 
judgment of a competent tribunal or a written separation 
agreement, if the individual files with his return of income 
under this Part for the taxation year during which he com- 
menced to so live apart and be so separated from that person 
an election completed jointly with that person not to have that 
section apply. 


Interpretation Bulletins: IT-434R: Rental of real property by 
individual; IT-511R: Interspousal and‘ certain other transfers and 
loans of property. 


(4) Idem — No amount shall be included in com- 
puting the income of an individual under subsection 
74.4(2) in respect of a designated person in respect 
of the individual who is the spouse of the individual 


_ for any period throughout which the individual is liv- 


ing separate and apart from the designated person by 
reason of a breakdown of their marriage. 


Related Provisions: See Related provisions and Definitions at 
end of s. 74.5. 


Pre-RSC History: Subsec. 74.5(4) substituted by 1986, c. 55, 
subsec. 20(2), applicable with respect to transfers of property made 
after May 22, 1985 and loans outstanding on or after May 22, 1985. 
Subsec. 74.5(4) formerly read: 


(4) Idem — Notwithstanding any other provision of this Act 
and except as provided in subsection (5), where an individual 
has loaned or transferred property, either directly or indi- 
rectly, by means of a trust or by any other means whatever, to 
a corporation the shareholders of which include 


(a) a person who is or who has since become the individ- 
ual’s spouse, 


(b) a partnership of which such a person is a member, 


(c) a trust in which such a person is. beneficially inter- 
ested, or 


(d) another corporation of which such a person is the sole 
shareholder, 


no amount shall be determined under subparagraph 
74.4(3)(b)(i) or (ii)'in respect of a taxable dividend paid by 
the corporation to that person or that other corporation or in 
respect of a capital gain realized by that person with respect 
to the period throughout which the individual is living apart 
and is separated from that person pursuant to a decree, order 
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or judgment of a competent tribunal or a written wise giao 
agreement. 


(5) Definition of “designated person” — For 
the purposes of this section, “designated person” in 
respect of an. individual, means a person 


(a) who is the spouse of the individual; or 
(b). who is under.18 years of age.and who 


(1) does not deal with the individual at arm’s 
length, or 


(ii) is the niece or nephew of the individual. 
Related Provisions: 252(4) — Extended meaning of “spouse”. 


Pre-RSC History: Subsec. 74.5(5) substituted ‘by 1986, -c. 55, 
subsec, 20(2), applicable with respect to. transfers of property made 
after May 22, 1985 and loans outstanding on or after May 22,1985. 
Subsec...74.5(5) formerly read:. 


(5) Exception — Subsections (3) and (4) do not apply where 
an individual who is separated from his spouse pursuant to a 
written separation agreement ceases to live apart from that 
spouse within 12. months after the. date on which the, agree- 
ment was entered. into. 


Interpretation Bulletins: IT-511R: Interspousal and certain other 
transfers and loans of property. 


(6) Back to back loans and transfers — Where 
an individual has lent or transferred property 


(a) to another person and that property, or prop- 
erty substituted therefor, is lent or transferred by 
any person (in this subsection referred to as a 
“third party”) directly or indirectly to.or for the 
benefit of a specified person with respect to the 
individual, or 


(b) to another person on condition that property 
be lent or transferred by, any person (in this sub- 
section referred to as a “third party”) directly or 
indirectly to or for the benefit of a specified per- 
son with respect to the individual, 


the following rules apply: 


(c) for the. purposes of sections 74, 1, 74. 2, 74, 3 
and 74.4, the property lent or transferred by the 
third: party shall be deemed to have. been lent.or 
transferred, as the case may be, by the individual 
to or for the benefit of the specified person, and 


(d) for the purposes of subsection (1), the consid- 
eration received by the third party for the transfer 

_of the property. shall be deemed to have been. re- 
ceived. by the individual. 


Related Provisions: 74.5(8) — “Specified person”. See addi- 
tional Related provisions and Definitions at,end of s. 74.5. 
Pre-RSC History: Subsec. 74.5(6) amended by 1986, c..55, sub- 
sec. 20(2),. to substitute “directly or indirectly to or for the benefit 
of” tor “‘to or for the benefit of” in paras. (a) and (b) and to substi- 
tute “sections 74.1, 74.2, 74.3 and 74.4” for “sections 74.1, 74.2 and 
74.4”, applicable with respect to transfers of property made after 
May: 22,:1985 and loans outstanding on or after May 22, 1985. 
Interpretation Bulletins: IT-510: Transfers and loans of property 
made after May 22,1985 to a related minor; [T-511R: Interspousal 
and certain other transfers: and loans of property. 


(7). Guarantees — Where an individual is obli- 
gated, either absolutely or contingently, to effect any 
undertaking including any. guarantee, covenant or 
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agreement given to ensure the repayment, in whole 
or in part, of a loan made by any person (in this sub-= 
section referred to as the “third party”) directly or 1n- 
directly to or for the benefit of a specified person 
with respect to the individual or the payment, in 
whole or in part, of any interest payable in respect of 
the loan, the following rules apply: 


(a) for the purposes of sections 74.1, 74.2, 74.3 
and 74.4, the property lent by the third party shall 
be deemed to have been lent by the individual to 
or for the benefit of the specified person; and 


_ (b) for the purposes of paragraphs (2)(b) and (c), 
the amount of interest that is paid in respect of 
the loan shall be deemed not to include any 
amount paid by the individual to the third party 
as interest on the loan. 


Related Provisions: 74.5(8) — “Specified person’. Sep addi- 
tional Related provisions and Definitions at end of s. 74.5. 


Pre-RSC History: Subsec. 74.5(7) amended by 1986, c. 55, sub- 
sec. 20(2), to substitute “directly or indirectly to or for the benefit 
of” for “to or for the benefit of” in that portion of subsec. 74.5(7) 
preceding para. (a) and to substitute “sections 74.1, 74.2, 74:3 and 
74.4” for “sections 74.1, 74.2 and 74.4” in para. (a), applicable with 
respect to transfers of property made after May 22, 1985 and loans 
outstanding on or after May 22, 1985. 


Interpretation Bulletins: IT-510: Transfers and loans of property — 
made after May 22, 1985 to a related minor; IT-511R: Interspousal 
and certain other transfers and loans of property. — 


| (8) Definition of “specified person” — For the 


purposes of subsections (6). and (7), “specified per- 
son’, with respect to an individual, means 


(a) a designated person in respect of the individ- 
ual; or - 
(b) a corporation, other than a small business cor- 
poration, of which a designated person in respect 
of the individual would have been a specified 
_ shareholder if the definition “specified share- 
holder” in subsection 248(1) were read without 
reference to paragraphs (a) and (d) of that 
definition. 


Pre-RSC History: Sibed 74.5(8) substituted by 1986, c. 55, 
subsec. 20(2), applicable with respect to transfers of property made 
after May 22, 1985 and loans outstanding on or after hs 22; 1985. 
Subsec. 74.5(8) formerly read: 


(8) “Specified person” defined — For the purposes of sub- 
sections (6) and (7), “specified person”, with respect to an 
individual, means 


(a) a person who is: or who has become the spouse of the 
individual; 


(b) a person who is under 18 years of age; or 


(c) a corporation, other than a small business corporation, 

' ~ the shareholders of which include a person described in 
paragraph (a) or (b), a trust in which such a: person is 
beneficially interested, a partnership of which, such.a per- 
son is a member or another corporation, other than. a 
small business corporation, of which such a person is a 
specified shareholder. 


Interpretation Bulletins: IT-510: Transfers and loans of property 
made after May 22, 1985 to a related minor; IT-511R: Interspousal 
and certain other transfers and loans of property. 
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(9) Transfers or loans to a trust — Where a tax- 
payer has lent or transferred property, either directly 
or indirectly, by means of a trust or by any other 
means whatever, to a trust in which another taxpayer 
is beneficially interested, the taxpayer shall, for, the 
purposes of this section and sections 74.1 to 74.4, be 
deemed to have lent or transferred the property, as 
the case may be, to or for the benefit of the other 
taxpayer. 

Related Provisions: 248(25) — Beneficially interested. 
interpretation Bulletins: IT-510: Transfers and loans of property 


made after May 22, 1985 to a related minor; IT-511R: Interspousal 
and certain other transfers and loans of property. 


(10) [Repealed] 


History: Subsec. 74.5(10) repealed by 1994, c. 7, Sch. VIII (1993, 
c. 24), s. 30, applicable ater 1990. yee subsec. 248(25).) Subsec. 
(10) formerly read: 


(10) Beneficially interested — For the purposes of this sec- 
tion and sections 74.1 to 74.4, a taxpayer is beneficially inter- 
ested in a trust if the taxpayer has any right (whether immedi- 
ate or future, whether absolute or contingent or whether 
conditional on or subject to the exercise of a discretionary 
power by any person or persons) to receive any: of the income 
or capital of the trust either directly from the trust or indi- 
rectly through one or more other trusts. 


(11) Artificial transactions — Notwithstanding 
any other provision of this Act, sections 74.1 to 74.4 
do not apply to a transfer or loan of property where it 
may reasonably be concluded that one of the main 
reasons for the transfer or loan was to reduce the 
amount of tax that would, but for this subsection, be 
payable under this Part on the income and gains de- 
rived from the property or from property substituted 
therefor. 

Interpretation Bulletins: IT-510: Transfers and loans of property 


made after May 22, 1985 to a related minor; IT-511R: Interspousal 
and certain other transfers and loans of property. 


(12) Where sections 74.1 to 74.3 do not ap- 
ply — Sections 74.1, 74.2 and 74.3 do not apply in 
respect of a transfer by an individual of property 


(a) as a payment of a premium under a registered 
retirement savings plan under which the individ- 
ual’s spouse is, immediately after the transfer, the 
annuitant (within the meaning of subsection 
146(1)) to the extent that the premium is deducti- 
ble in computing the income of the individual for 
a taxation year; 


(a.1) as an amount contributed under a provincial 
pension plan prescribed for the purposes of para- 
graph 60(v) under which the individual’s spouse 
is, immediately after the transfer, the annuitant 
(within the meaning assigned by subsection 
146(1)) or the owner of the account under the 
plan to the extent that the amount does not ex- 
ceed the amount by which the amount prescribed 
for the purposes of subparagraph 60(v)(ii) for the 


year in respect of the plan exceeds the total of all: 


other contributions to the plan for the year to the 
account of the spouse under the plan; or 


S. 75(1) 


(b) as or on account of an amount paid by the in- 
dividual to another individual who is the individ- 
ual’s spouse or a person who was under 18 years 
of age in a taxation year and who ~ 


(1) does not deal with the individual at arm’s 
length, or 


(ii) 1s the niece or nephew of the individual, 


that is deductible in computing the individual’s 
income for the year and is required to be included 
in computing the income of the other individual. 


Related Provisions: 146(5.1) — Amount of spousal RRSP pre- 
miums deductible; 146(8.3) — oS pOasAl RRSP. payments; pine cos 
Extended meaning of “‘spouse”. 


Pre-RSC History: Para. 74.5(12)(a.1) added by 1987, c. 46, s. 
26.1, applicable to 1987 et seq. 


Subsec. 74.5(12) added by 1986, c. 55, subsec. 20(3), applicable 
with respect to transfers of property after May 22, 1985. 


Interpretation Bulletins [subsec. 74.5(12)]: IT-510: Transfers 
and loans of property made after May 22, 1985 to a related minor; 
IT-511R: Interspousal and certain other transfers and loans of 
property. 

Related Provisions [s. 74.5]: 51(1)(c)— Exchange deemed 
transfer of convertible property by taxpayer to corporation; 
87(2)G.7) — Amalgamations — continuing corporation, 248(5) — 
Substituted property. 


Pre-RSC History [s. 74.5]: S. 74.5 added by 1986, c. 6, 5, 38, 
applicable with respect to transfers of property made after May 22, 
1985 and with respect to loans that are outstanding on or after May 
225551 985. 


Definitions [s. 74. sp “amount” — 248(1); “arm’s length” — 
251(1); “beneficially interested” — 248(25); “capital gain” — 
39(1)(a), 248(1);, “corporation” — 248(1), Interpretation Act 35(1);. 
“designated. person” — 74.5(5); .“individual” — 248(1); “mar- 
riage” — 252(4)(b); ERR ERY 2 “niece” — 252(2)(g);. “person”, 
“prescribed? ; “Tegistered retirement savings 
plan” — 146(1), 248(1); “shareholder”, “small business. corpora- 
tion” — 248(1); “specified person” — 74.5(8); “specified share- 
holder” — 248(1); “spouse” — 252(4)(a); “substituted property” — 
248(5); “taxable dividend” — 89(1), 248(1); “taxation year” — 
249; “taxpayer” — 248(1); “trust” — 104(1), 248(1), (3). 


75. (1) [Repealed under former Act] 


Pre-RSC History: Subsec. 75(1) repealed by 1986, c. 6, subsec. 
39(1), applicable with respect to transfers of property after May 22, 
1985. Subsec. 75(1) formerly read: 


75. (1) Transfers to minors — Where a taxpayer has, since 
1930, transferred property to a person who was under 18 
years of age, either directly or indirectly, by means of a trust 
or by any other means whatever, any income or loss, as the 
case may be, for a taxation year from the property or from 
property substituted therefor shall, during the lifetime of the 
transferor while he is resident in Canada, be deemed to be 
income or a loss, as the case may be, of the transferor and not 
of the transferee, unless the transferee has, before the end of 
the year, attained the age of 18 years. 


Subsec. 75(1) substituted by 1974-75-76, c. 26, s. 40, applicable to 
1975. et seq. Subsec. 75(1) formerly read: 


75. (1) Where a taxpayer has, since 1930, transferred property 
to a person who was under 18 years of age, either directly or 
indirectly, by. means.of a trust. or by any other means 
whatever, the income for a taxation year from. the property or 
from property substituted therefor shall, during the lifetime of 
the transferor while he is resident in Canada, be deemed to be 
income of the transferor and not of the transferee, unless the 
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transferee has, before the end of the year, attained the age of 
18 years 


Selected Cases [subsec. 75(1)]: Harvey v. Canada, [1995] 1 
C.T.C. 2507 (TCC) (Minimum formalities required where subsec. 
75(1) sought to be avoided). 


(2) Trusts — Where, by a trust created in any man- 
ner whatever since 1934, property is held on condi- 
tion 

(a) that it or property substituted therefor may 


(i) revert to the person from whom the prop- 

erty or property for which it was substituted 
- was directly or indirectly received (in this 

subsection referred to as “‘the person’’), or 


(i1) pass to persons to be determined by the 
person at a time subsequent to the creation of 
the trust, or 


(b) that, during the lifetime of the person, the 


property shall not be disposed of except with the, 


person’s consent or in accordance with the per- 
son’s direction, 


any income or loss from the property or from prop- 
erty substituted therefor, any taxable capital gain or 
allowable capital loss from the disposition of the 
property or of property substituted therefor, shall, 
during the lifetime of the person while the person is 
resident in Canada be deemed to be income or a loss, 
as the case may be, or a taxable capital gain or al- 
lowable capital loss, as the case may be, .of the 
person. 

Related Provisions: 56(4.1) — Interest free or low interest loans; 
74.2(2) — Deemed gain or loss; 75(3) — Exceptions; 82(2) — Div- 
idends deemed received; 107(4.1) — Denial of rollover under sub- 
sec. 107(2); 160(1) — Tax liability — non-arm’s length property 
transfer; 212(12) — Deemed payments to spouse, etc; 248(5) — 
Substituted property; 256(1.2)(f)(iv) — Associated corporations — 
where shares owned by trust described in 75(2). 


Pre-RSC History: All that portion of subsec. 75(2) following 
para. (b) substituted by 1986, c. 6, subsec. 39(2), applicable to 1987 
et seq., to delete the words added by 1984, c. 1, and to substitute 
“the person” for “such person” in two places. 

All that portion of subsec. 75(2) following para. (b) substituted by 
1984, c. 1, subsec. 34(1), to add “or such part of any capital gain or 
capital loss from an indexed security investment plan as may rea- 
sonably be considered to be derived from the property or from prop- 
erty substituted therefor” immediately before “shall, during the life- 
time”, and “a capital gain or capital loss, as the case may. be” 
immediately before “or a taxable capital gain”, applicable after Sep- 
tember 30, 1983. 


Interpretation Bulletins: IT-325R2: Property transfers after sep- 
aration, divorce and annulment; IT-369R: Attribution of trust in- 
come to settlor; IT-447: Residence of ‘a trust or estate. 


(3) Exceptions — Subsection (2) does not apply to 
property held in a taxation year 


(a) by a trust governed by a registered pension 
plan, an employees profit sharing plan, a regis- 
tered supplementary unemployment benefit plan, 
a registered retirement savings plan, a deferred 
profit sharing plan, a registered education savings 
plan, a registered retirement income fund or an 
employee benefit plan; 
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(b) by an employee trust, a related segregated 
fund. trust (within the meaning assigned by para- 
graph 138.1(1)(a)) or a trust described in para- 
graph 149(1)(y); 
(c) by a trust that 

(i) is not resident in Canada, 


(ii) is resident in a country under che laws of 
which an income tax is imposed, 


(iii) is exempt under the laws referred to in: 
subparagraph (ii) from the payment of income 
tax to the government of the country of We SAney 
the trust is a resident, and 


(iv) was established principally in connection 
with, or the principal purpose of which is to 
administer or provide benefits under, one. or 
more superannuation, pension or. retirement 
funds or plans or any funds or plans estab- 
lished to provide employee benefits; 


(c.1) by a qualifying environmental trust; or 
(d) by a prescribed trust. 


History: Para. 75(3)(c.1) amended by 1998, c. 19, s. 13, applicable 
to taxation years that end after February 22, 1994. The para. for- 
merly read: 


(c.1) by a: mining reclamation trust; or 


Para. 75(3)(c.1) added by 1995, c. 3, s. 21, applicable to’ taxation 
years that'end after February 22, 1994. 


Pre-RSC History: Para. 75(3)(a) amended by 1990, c. 35, s. 29, to 
substitute “pension plan” for “pension fund or plan’, applicable af- 
ter 1985. 


Para. 75(3)(a) substituted by 1986, c. 6, subsec. 39(3), to delete “a 
registered home ownership savings plan” from after “a registered 
education savings plan”, applicable to 1986 et seq. 


Subsec. 75(3) added by 1985, c. 45, s. 36, applicable to 1982 et seq. 


Subsec. 75(3) repealed by 1980-81-82-83, c. 48, s. 41, applicable 
after December 11, 1979. Subsec. 75(3) formerly read: 


(3) New property deemed substituted — For. the purpose 
of this section and section 74, where a person who did own or 
hold property has disposed of it and acquired other. property 
in substitution therefor and subsequently, by one or more fur- 
ther transactions, has effected one or more: further. substitu- 
tions, the property acquired by any such transaction shall be 
deemed to have been substituted for the property originally 
owned or held. 


Regulations: No trusts prescribed for purposes of 75(3)(d) to ate. 


Definitions [s. 75]: “allowable capital loss” — 38(b), 248(1); 
“Canada” — 255; “capital gain”, “capital loss”? —39(1), 248(1); 
“deferred profit sharing plan” — 147(1), 248(1); “employee benefit 
plan” — 248(1); “employee profit sharing plan” — 144(1), 248(1); 


“employee trust’, “person”, “property — 248(1); “qualifying envi- 


ronmental trust” — 248(1); “registered education savings plan” — 
146.1(1),.248(1); “registered pension plan” — 248(1); “registered 
retirement income fund” — 146.3(1), 248(1); “registered retirement 


savings plan” — 146(1), 248(1); “registered supplementary unem- 
: “resident in Canada” — 
“taxable capital gain” — 


“taxpayer” — 248(1); 


250; “substituted property” — 248(5); 
38(a), 248(1); “taxation year” —'249; 
“trust” — 104(1), 248(1), (3). 


Interpretation Bulletins [s. 75]: IT-268R3: Inter vivos transfer 
of farm property to child; IT-369R: Attribution of trust)income to 
settlor. 
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75.1 (1).Gain or loss deemed that of trans- 
feror — Where 


(a) subsection 73(3) or (4) applied to the transfer 
of property (in this subsection referred to as 
“transferred property’) by a taxpayer to a child of 
the taxpayer, 


(b) the transfer was made at less than the fair 
market value of the transferred property immedi- 
ately before the time of the transfer, and 


(c) in.a taxation year, the transferee disposed of 
the transferred property and did not, before the 
end of that year, attain the age of 18 years, 


the following rules apply: 
(d) the amount, if any, by which 


(1) the total of the: transferee’ s taxable capital 
gains for the year from dispositions of trans- 
ferred property 


exceeds 


(ii) the total of the transferee’ s allowable capi- 
tal losses for the year: from dispositions of 
transferred property, 


shall, during the lifetime of the transferor while 
the transferor is resident in Canada, be deemed to 
be a taxable capital gain of the transferor for the 
year from the disposition of property, 


(e) the amount, if any, by which the total deter- 
mined under subparagraph (d)(ii) exceeds the to- 
tal determined under subparagraph (d)(i)' shall, 
during the lifetime of the transferor while the 
transferor is resident in Canada, be deemed to be 
an allowable capital loss of the transferor for the 
year from the disposition of property, and 


(f) any taxable capital gain or allowable capital 
loss taken into account in computing an amount 
described in paragraph (d) or the amount de- 
scribed in paragraph (e) shall, except for the pur- 
poses of those paragraphs, to the extent that the 
amount so described is deemed by virtue of this 
subsection to be a taxable capital gain or an al- 
lowable capital loss of the transferor, be deemed 
not to be a taxable capital gain or an allowable 
capital loss, as the case may be, of the transferee. 


Related Provisions: 38 — Taxable capital gain and allowable 
capital loss; 39(1)-— Capital gain and capital loss; 74.2(2) — 
Deemed gain or loss. 


History: Para. 75.1(1)(a) amended by 1994, c. 7, Sch. Il (1991, ¢: 
49), s. 54, applicable to property transferred after 1989. Para. 
75.1(1)(a) formerly. read: 


(a) a taxpayer has, after 1971, transferred property (in this 
subsection referred to as “transferred property”) to a child of 
the taxpayer in circumstances where subsection 73(3) applied 
in respect of the transfer, 


S. 76(2) 


Pre-RSC History: All that portion of subsec. 75.1(1) following 
para. (c) substituted by 1974-75-76, c. 26, s. 41, applicable to 1975 
et seq. That portion formerly read: 


in computing the, transferor’s income for, any taxation year the 
amount, if any, by which 
(d) the aggregate of the transferee’s taxable capital gains 
for the year from the disposition of the transferred 
property, 
exceeds 
_(e) the aggregate of the transferee’s allowable capital 
losses for the year from the disposition of the transferred 
property, 
shall, during the lifetime of the transferor while the transferor 
is resident in Canada, be deemed to be a taxable capital gain 
of the transferor for the year from the disposition of property, 
and any gain or loss taken into account in computing the ag- 
~ gregate described in paragraph (d) or the aggregate described 
- in paragraph (e) shall, for the: purposes of computing the in- 
come of the transferee for a taxation year, be deemed not to 
have been a gain or loss of the transferee. 


(2) Definition of “child” — For the purposes of 
this section, “child” of a taxpayer includes a child of 
the. taxpayer’s child and a child of, the taxpayer’s 
child’s child. 


Related Provisions: 70(10) — Parallel definition for other pur- 
poses; 252(1) — Further extended meaning of “child”. 

Pre-RSC. History: [s..75.1]: S:.75.1 added: by 1973-74, ¢.-14, s. 
20.2, applicable to 1972 et seq. 

Definitions [s. 75.1]: “allowable capital loss’ — 38(b), 248(1); 
“amount” —.248(1); “Canada” — 255; :“child” — 75.1(2),, 252(1); 
“property” — 248(1); “resident in Canada” — 250; “taxable capital 
gain” — 38(a), 248(1); “taxation year” — 249; “taxpayer” — 
248(1). j 
Interpretation Bulletins [s. 75.1]: ft. 268R4: Inter vivos transfer 
of farm property to child. 


76. (1) Security in satisfaction of income 
debt — Where a person receives a security or other 
right or a certificate of indebtedness or other evi- 
dence of indebtedness wholly or partially as payment 
of, in lieu of payment of or in satisfaction of, a debt 
that is then payable, the amount of which debt would 
be included in computing the person’s income if it 
were paid, the value of the security, right or indebt- 
edness or the applicable portion thereof shall, not- 
withstanding the form or legal effect of the transac- 
tion, be included in computing the person’s income 
for the taxation year in which it is received. 


Related Provisions: 214(4) —.Non-resident — securities. 


Selected Cases [subsec: 76(1)]}: Nellis v. The Queen, [1986] 2 
C.T.C. 216 (FCTD) (Mortgage received in satisfaction of debt was 
security in lieu of payment and included in income); Pendray 
Farms Ltd. et al. v. The Queen, [1980] C.T.C. 109 (FCTD) 
(Amounts received. in cash by marketing association as agent and 
then by taxpayer in “revolving loan fund certificates” taxable), 


Advance Tax Ruling: ATR-6: Vendor reacquires business assets 
following default by purchaser. 


(2) ldem — Where a security or other right or.a cer- 
tificate of indebtedness or other evidence of indebt- 
edness is received by a person wholly or partially as 
payment of, in lieu of payment of or in satisfaction 
of, a debt before the debt is payable, but is not itself 


567 


S.'76(2) 


payable or redeemable before the day on which the 
debt is payable, it shall, for the purpose of subsection 
(1), be deemed to be received by the person holding 
it at that time when the debt becomes payable. 
History: Subsecs. 76(1), (2) substituted by 1994, c. 7, Sch. II 
(1991, c. 49), s. 55, applicable to securities, rights, certificates of 
indebtedness and other evidences of indebtedness received after 
July 13, 1990. Subsecs. 76(1), (2) formerly read: 


76. (1) Security in satisfaction of income debt — Where a 
person has received a security or other right or a certificate of 
indebtedness or other evidence of indebtedness wholly or par- 
tially as, in lieu of payment of, or in satisfaction of, a debt 
that was then payable, the amount of which debt would. be 
included in computing the person’s income if it had been 
paid, the value of the security, right or indebtedness or the 
applicable portion thereof shall, notwithstanding the form or 
legal effect of the transaction, be included in computing the 
person’s income for the taxation year in which it: was 
received. 

(2) Idem — Where a security or other right or a certificate of 
indebtedness or other evidence of indebtedness has been re- 
ceived by a person wholly or partially as, in lieu of payment 
of, or in satisfaction of, a debt before the debt was payable, 
but was not itself payable or redeemable before the day on 
which the debt was payable, it shall, for the purpose of sub- 
section (1), be.deemed to have been received when the debt 
became payable by the person holding it at that time. 


(3) Section enacted for greater certainty — 
This section is enacted for greater certainty and shall 
not be construed as limiting the generality of the 
other provisions of this Part by which amounts are 
required to be included in computing income. 


(4) Debt deemed not to be income debt — 
Where a cash purchase ticket or other form of settle- 
ment prescribed pursuant to the Canada Grain Act or 
by the Minister is issued to a taxpayer in respect of 
grain delivered in a taxation year of a taxpayer to a 
primary elevator or process elevator and the ticket or 
other form of settlement entitles the holder thereof to 
payment by the operator of the elevator of the 
purchase price, without interest, stated in the ticket 
for the grain at a date that is after the end of that 
taxation year, the amount of the purchase price 
stated in the ticket or other form of settlement shall, 
notwithstanding any other provision of this section, 
be included in computing the income of the taxpayer 
to whom the ticket or other form of settlement was 
issued for the taxpayer’s taxation year immediately 
following the taxation year in which the grain was 
delivered and not for the taxation year in which the 
grain was delivered. 


Related Provisions: 76(5) — Meaning of certain expressions. 


Interpretation Bulletins: IT-184R: Deferred cash purchase tick- 
ets issued for grain; IT-433R: Farming or fishing — use of cash 
method. 


(5) Definitions of certain expressions — In 
subsection (4), the expressions “cash purchase 
ticket’, “operator”, “primary elevator’ and “process 
elevator’ have the meanings assigned by the Canada 
Grain Act and “grain” means wheat, oats, barley, 
rye, flaxseed and rapeseed produced in the desig- 
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nated area defined by the Canadian Wheat Board 
Act. 


Related Provisions: 24 — Ceasing to carry on business; 
214(4) — Non-resident’s tax on securities income. 


Pre-RSC History: Subsecs. 76(4), (5) substituted by 1974-75-76, 
c. 26, s. 42, applicable to 1974 et seq. Subsecs. sedge ©) formerly 
read: 


(4) Where a cash purchase ticket is issued to a taxpayer in 
respect of grain delivered in a taxation year of a taxpayer to a 
primary elevator and such ticket entitles the holder thereof to 
payment by the operator of the elevator of the purchase price, 
without interest, stated in the ticket for the grain at a date that 
is after the end of that taxation year, the amount of the 
purchase price stated in the ticket shall, notwithstanding any 
other provision of this section, be included in computing the 
income of the taxpayer to whom the ticket was issued for his 
taxation year immediately following the taxation year in 
which the grain was delivered and not for the taxation year in 
which the grain was delivered. 


(5) For the purposes of subsection (4), the expressions “cash 
purchase ticket’, “operator” and “primary elevator” have the 
meanings assigned by the Canada Grain Act and “grain” 
means wheat, oats, barley, rye, flaxseed and rapeseed pro- 
duced in the designated area defined by the Canadian Wheat 
Board Act. 


Subsecs. 76(4), (5) added by 1973-74, c. 30, subsec. 6(1), applicable 
to. 1973 et seq. 

Definitions [s. 76]: “amount”, “Minister”, “person”, 
payer” — 248(1); “taxation year” — 249. See also 76(5). 


Interpretation Bulletins [s. 76]: IT-77R: Securities in satisfac- 
tion of an income debt. 


“tax- . 


77. [Repealed] 


History: S. 77 repealed by 1995, c. 21, s. 52, applicable to ex- 
changes occurring after October 1994. S. 77 formerly read: 


77. Bond conversion — Where a bond of a debtor is ac- 
quired by a taxpayer in exchange for another bond. of the 
same debtor and 


(a) the terms of the bond for which it was exchanged con- 
ferred on the holder thereof the right to make the ex- 
change, and | 


(b) the amount payable to the holder of the bond on its 
maturity is the same as the amount that.would have been 
payable to the holder of the bond for which it was ex- 
changed on the maturity of that bond, 


the cost of the bond so acquired and the sale price of the bond 
for which it was exchanged shall be deemed to be, 


(c) in the eyent that the bond that was exchanged was 
property described in an inventory of a business carried 
on by the taxpayer, the amount at which it had been val- 
ued at the end of the last complete fiscal period Ds ‘the 
business preceding the exchange, or 
(d) in any other event, the adjusted cost base to the tax- 
payer of the bond that was exchanged, immediately _ 
before the exchange. 
Pre-RSC History: Para. 77(a) substituted by 1974-75-76, c. 26, s. 
43, applicable to exchanges of bonds after May 6, 1974. Para. 77(a) 
formerly read: 
(a) the terms on which the bond for which it was exchanged ~ 
was issued conferred upon the holder thereof the right to 
make the exchange, and 


78. (1) Unpaid amounts — Where an amount in 
respect of a deductible outlay or expense that was 
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owing by a taxpayer to a person with whom the tax- 
payer was not dealing at arm’s length at the time the 
outlay or expense was incurred and at the end of the 
second taxation year following the taxation year in 
which the outlay or expense was incurred, is unpaid 
at the end of that second taxation year, either 


(a) the amount so unpaid shall be included in 
computing the taxpayer’s income for the third 
taxation year following the taxation year in which 
the outlay or expense was incurred, or 


(b) where the taxpayer and that person have filed 
an agreement in prescribed form on or before the 
day on or before which the taxpayer is required 
by section 150 to file the taxpayer’s return of in- 
come for the third succeeding taxation year, for 
the purposes of this Act the following rules ap- 
ply: 

_ (i) the amount so unpaid shall be deemed to 
have been paid by the taxpayer and received 
by that person on the first day of that third 
taxation year, and section 153, except subsec- 
tion 153(3), is applicable to the extent that it 
would apply if that amount were being paid to 
that person by the taxpayer, and 


(ii) that person shall be deemed to have made 
a loan to the taxpayer on the first day of that 
third taxation year in an amount equal to the 
amount so unpaid minus the amount, if any, 
deducted or withheld therefrom by the tax- 
payer on account of that person’s tax for that 
third taxation year. | 
Related Provisions: 12(1)(b) — Income inclusion for certain 
amounts not received until after end of year; 78(3) — Late filing; 
78(4) — Unpaid remuneration; 78(5)— Application; 80(1)“ex- 
cluded obligation”’(c) — Obligation not subject to debt forgiveness 
rules; 127(26) — Parallel rule for unpaid amounts re investment tax 
credit; 248(1)“salary deferral arrangement’(k) — No SDA where 
bonus paid within 3 years. 


Interpretation Bulletins: IT-109R2: Unpaid amounts; IT-152R3: 
Special reserves — sale of land. 


Information Circulars: 88-2, para. 16: General anti-avoidance 
rule — section 245 of the Income Tax Act. 


Forms: T2047: Agreement in respect of unpaid amounts. 


(2) Idem — Where an amount in respect of a de- 
ductible outlay or expense that was owing by a tax- 
payer that is a corporation to a person with whom the 
taxpayer was not dealing at arm’s length is unpaid at 
the time when the taxpayer is wound up, and the tax- 
payer is wound up before the end of the second taxa- 
tion year following the taxation year in which the 
outlay or expense was incurred, the amount so un- 
paid shall be included in computing the taxpayer’s 


income for the taxation year in which it is wound up. 


Related Provisions: 80(1)“excluded obligation” (c) — Obligation 
not subject to debt forgiveness rules. 


Interpretation Bulletins: IT-109R2: Unpaid amounts. 
(3) Late filing — Where, in respect of an amount 


described in subsection (1) that was owing by a tax- 
payer to a person, an agreement in a form prescribed 
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for the purposes of this section is filed after the day 
on or before which the agreement is required to be 
filed for the purposes of paragraph (1)(b), both 
paragraphs (1)(a) and (b) apply in respect of the said 
amount, except that paragraph (1)(a) shall be read 
and construed as requiring 25% only of the said 
amount to be included in computing the taxpayer’s 
income. 


Interpretation Bulletins: IT-109R2: Unpaid amounts. 


(4) Unpaid remuneration and_ other 
amounts — Where an amount in respect of a tax- 
payer’s expense that is a superannuation or pension 
benefit, a retiring allowance, salary, wages or other 
remuneration (other than reasonable vacation or holi- 
day pay or a deferred amount under a salary deferral 
arrangement) in respect of an office or employment 
is unpaid on the day that is 180 days after the end of 
the taxation year in which the expense was incurred, 
for the purposes of this Act other than this subsec- 
tion, the amount shall be deemed not to have been 
incurred as an expense in the year and shall be 
deemed to be incurred as an expense in the taxation 
year in which the amount is paid. 

Related Provisions: 37(11) — SR&ED expense must be claimed 
as such even if not deductible due to 78(4); 80(1)““excluded obliga- 
tion”(c) — Obligation not subject to debt forgiveness rules; 
127(9)“investment tax credit”(m) — investment tax credit must be 
claimed as such even if not deductible due to 78(4); 127(26) — Un- 
paid amounts re investment tax credit; 248(1)“salary deferral ar- 
rangement’(k) — No SDA where bonus paid within 3 years. 


History: Subsec. 78(4) amended by 1994, c. 7, Sch. II (1991, c. 
49), s. 56, to add “a superannuation or pension benefit, a retiring 
allowance”, applicable to expenses incurred after July 1990. 


For earlier History, see under-78(5). 


Selected Cases [subsec. 78(4)]: The Queen v. V and R 
Enterprises Ltd., [1979] C.T.C. 465 (FCTD) (Payments at year-end 
to officers in addition to basic salaries were not “bonuses”, but part 
of regular remuneration, and deductible); McClain Industries of 
Canada Inc. v.. The: Queen, [1978] C.T.C.. 511 (FCTD) (Unpaid 
commissions assigned to non-resident company taxable as benefits 
conferred on another). 


Interpretation Bulletins: IT-109R2: Unpaid amounts. 
Forms: T2049: Agreement in respect of unpaid remuneration. 


(5) Where subsec. (1) does not apply — Sub- 
section (1) does not apply in any case where subsec- 
tion (4) applies. 

Pre-RSC History [subsecs. 78(3)-(6)]: Subsecs. 78(3) to (5) 
substituted for former subsecs. 78(3) to (6) by 1986, c. 55, s. 21, 
applicable with respect to expenses incurred in taxation years com- 
mencing after February 25, 1986. Those subsections formerly read: 


(3) Unpaid remuneration — Where an amount in respect of 
a deductible outlay or expense that was owing by a taxpayer 
to a person as salary, wages or other remuneration in respect 
of an office or employment is unpaid at the end of the first 
taxation year following the taxation year in which the outlay 
or expense was incurred, either 


(a) the amount so unpaid shall be included in computing 
the taxpayer’s income for the second taxation year fol- 
lowing the taxation year in which the outlay or expense 
was. incurred, or 


(b) where the taxpayer and that person have filed an 
agreement in prescribed form on or before the day on or 
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before which the taxpayer is required by. section -150-to 
file his return. of income for the first taxation year follow- 
ing the taxation year in which the outlay or expense was 
incurred, for the purposes of this Act the following rules 
apply: 
(i) the amount so unpaid shall be deemed to have 
been paid by the taxpayer and received by that per- 
son on the first day of the said second taxation year, 
and section 153, except subsection (3) thereof, is ap- 
plicable to the extent that it. would apply. if. that 
amount were nes paid to that person by the tax- 
payer; and 


(ii) that person shall be deemed to have made ‘a loan 
to the taxpayer on the first day of the said second 
taxation. year in. an amount equal to.the amount so 
unpaid minus the amount, if any, deducted or with- 
held therefrom by the taxpayer on account of that 
person’s tax for the said second taxation year: 


(4) Where unpaid at time corporation wound up — Where 
an amount in respect of a deductible outlay or expense de- 
scribed in subsection (3) that was owing by a taxpayer that is 
a corporation is unpaid at the time when the taxpayer is 
wound up, and the taxpayer is‘wound up before the end of the 
first taxation year following the taxationyear in which the 
outlay or expense was incurred, the amount so unpaid shall be 
included in computing the taxpayer’s income for the taxation 
year in which it is wound up. 


(5) Application — Subsection (1) does not apply in any case 
where subsection (3) applies and subsection (2) does not ap- 
ply in any case where subsection (4) applies. 


(6) Late filing — Where, in respect of an amount described in 
subsection (1) or (3) that was owing by a taxpayer to a per- 
son, an agreement in a form prescribed for the purposes of 
this section is filed after the day on or before which the agree- 
ment is required to be filed for the purposes of paragraph 
(1)(b) or paragraph (3)(b), as the case may be, both 
paragraphs (1)(a) and (1)(b) or paragraphs (3)(a) and (3)(b), 
as the case may be, apply in respect of the said amount, ex- 
cept that paragraph (1)(a) or paragraph (3)(a), as the case may 
be, shall be read and construed as requiring 25% only of the 
said amount to be included in computing the taxpayer’s 
income. 


Definitions [s. 78]: “amount” — 248(1); “arm’s: length” — 
251(1); “corporation” — 248(1), idea sd ost Act 35(1); “‘deferred 
amount”, “employment”, “office”, cRerson’s prescribed”, “retiring 
allowance”, “‘salary deferral arrangement’,.“‘salary or wages’, “‘su- 
perannuation or pension benefit” — 248(1); “taxation year” — 
11(2), 249; “taxpayer” — 248(1). 


Interpretation Bulletins [s. 78]: IT-109R2: Unpaid amounts; IT- 
152R3: Special reserves — sale of land. 
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79. (1) Definitions — In this section, 


“creditor” of a particular person includes a person 
to whom the particular person is obligated to pay an 
amount under a mortgage or similar obligation and, 
where property was sold to the particular person 
under a conditional sales agreement, the seller of the 
property (or any assignee with respect to the agree- 
ment) shall be deemed to be a creditor of the particu- 
lar person in respect of that property; 


Related Provisions: 79.1(1)creditor’ — Definition applies to s. 
79:1. 


“debt” includes an obligation to pay an amount 
under a mortgage or similar obligation. or. under a 
conditional sales agreement; 
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Related Provisions: .79.1(1)“debt” — Definition applies to. s. 
79.1. 
“person” includes a partnership; 
Related Provisions: 79.1(1)‘person’ ’ Definition applies to s. 
79.1. 
“property” does not include 

(a) money, or 

(b) indebtedness owed by or guaranteed by the 


government of a country, or a province, state, or 


other political subdivision of that country; 
Related Provisions: 79.1(1)“property” — Definition applies to s. 


“specified amount” at any time of a debt owed or 
assumed by.a person means . apo 
(a) the unpaid principal amount of the debt at that 
time, and 


(b) unpaid ‘interest acerued to that time on the 
debt. arog Ik 


Related Provisions: 79. 1(1)“specified amount” — 
plies to s- 79.1. 


~ Definition ap- 


(2) Surrender of property — For the purposes of 
this section, a property is. surrendered at any time by 
a person to another person where the beneficial own- — 
ership of the property is acquired or reacquired at 
that time from the person by the other person and the 


acquisition or reacquisition of the property was in 


consequence of the person’s failure to pay all or part 
of one or more specified amounts of debts owed by 
the person to the other person immediately before 
that time.’ 

Related Provisions: 79.1(2) — Seizure of property by creditor; 
180.2(1)“adjusted income” — No OAS clawback on gain to. which 
79(2) applies. . “¢ 


(3) Proceeds of disposition for debtor — 
Where a particular property is surrendered at any 
time by a person (in this subsection referred to as the 
“debtor”’) to a creditor of the debtor, the debtor’s 
proceeds of disposition of the particular property 
shall be deemed to be the amount determined by the 
formula 


G 
Cs sale Sat erate tira bar 


where 


A_ is the total of all specified amounts of debts of the 
debtor that are in respect of properties surren- 
dered at that time by the debtor to the creditor 
and that are owing immediately before that time 
to the creditor; 


B. is the total of all amounts each of whichis a spec- 
ified amount of a debt that is owed by the debtor 
immediately before. that time to a person (other 
than the creditor), to the extent that the amount 
ceases to be owing by. the debtor as a conse- 
quence of properties being surrendered at that 
time by the debtor to the creditor; 
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C. is the total of all amounts each of which is a spec- 
ified amount of a particular debt that is owed by 
the debtor immediately before that time to a per- 
son (other than a specified amount included in the 


amount determined for A or B as a consequence. 


of properties being surrendered at that time by the 
debtor to the creditor), where 


(a) any property surrendered at that time by 
the debtor to the creditor was security for 


(i) the particular debt, and 


(ii) another debt that is owed by the debtor 
immediately before that time. to the credi- 
tor, and 


(b) the other debt is subordinate to the particu- 
lar debt in respect of that property; 


(a) where a specified amount of a debt owed 
by the debtor immediately before that time to 
‘a person (other than the creditor) ceases, as a 
consequence of the surrender at that time of 
properties by the debtor to the creditor, to be 
secured by all properties owned by the debtor 
immediately before that time, the lesser of 


(i) the amount, if any, by which the total of 
all such specified amounts exceeds the 
portion of that total included in any of the 
amounts determined for B or C as a conse- 
quence of properties being surrendered at 
that time by the debtor to the creditor, and 


(i1) the amount, if any, by which the total 
cost amount to the debtor of all properties 
surrendered at that. time by the debtor to 
the creditor exceeds the total amount that 
would, but for this description and. the 
description of F, be determined under this 
subsection as a consequence of the surren- 
der, and 


(b) in any other case, nil; 


(a) where the particular property is surren- 
dered at, that time,by the debtor in circum- 
stances in which paragraph 69(1)(b). would, 
but for this subsection, apply and the fair mar- 
ket value of all properties surrendered at that 
‘time by the debtor to the creditor exceeds the 
amount that would, but for this description 
and the description of F, be determined under 
this subsection as a consequence of the sur- 
render, that excess, and 


(b) in any other case, nil; 


F is the total of all amounts each of which is the 
lesser of 


(a) the portion of a particular specified 
amount of a particular debt included in the 
amount determined for A, B, C or D in com- 
puting the debtor’s proceeds of disposition of 
the particular property, and 
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(b) the total of 


(1) all amounts included under paragraph 
6(1)(a) or subsection 15(1) in computing 
the income of any person because the par- 
ticular debt was settled, or deemed by sub- 
section 80.01(8) to have been settled, at or 
before the end of the taxation year that in- 
cludes that time, 


(ii) all amounts renounced under subsec- 
tion 66(10), (10.1), (10.2) or (10.3) by the 
debtor in respect of the’ particular debt, 


(iii) all amounts each of which is a for- 
given amount (within the meaning as- 
signed by subsection 80(1)) in respect of 
the debt at a previous time that the particu- 
lar debt was deemed. by subsection 
80.01(8) to have been settled, 


(iv) where the..particular debt is an. ex- 
cluded obligation (within the meaning as- 
signed by subsection 80(1)), the particular 
specified amount, and 


(v) the lesser of 


(A) the unpaid interest accrued to that 
“time on the particular debt, and 


(B) the total of 


(1) the amount, if any, by which the 
total of all amounts included be- 
cause of section 80.4 in computing 
the debtor’s income for the taxation 
year that includes that time or for,a 
preceding taxation year in respect of 
interest on the. particular debt ex- 
ceeds. the total of all amounts. paid 
before that time on account of inter- 
est on the particular debt, and 


(II) such portion of that ‘unpaid in- 
terest as ‘would, if it were paid, be 
included in the amount determined 
under paragraph 28( me) in ol 
of the debtor; 


G is the fair market value at that time of the particu- 
lar property; and 


H_is.the fair market value at that time of all proper- 
ties. surrendered by the debtor to the creditor .at 
that time. 


Related Provisions: 13(21)‘proceeds of disposition”(h) — Inclu- 
sion in proceeds of disposition for depreciable property rules ; 
15(1.21)(b) — Inclusion. under 79(3) ignored for calculating share- 
holder benefit from forgiven amount; 18(9.3) — Rule where debtor 
previously prepaid interest; 79(2) — Meaning of “surrendered”; 
79(4) — Subsequent payment. by debtor; 79(5) — Where amount 
included in consequence of properties being surrendered before. the 
year; 79(7)— Where debt denominated in foreign currency; 
80(1)“forgiven amount”B(f) — Debt forgiveness rules do not apply; 
87(2)(h.1) — Amalgamations — continuing corporation; 
118(2)B — Inclusion under s. 79 ignored for old age credit thresh- 
old; 122.5(1)“adjusted income” — Inclusion under s. 79 ignored for 
GST credit threshold; 122.6“adjusted income” — Inclusion under s. 
79 ignored for Child Tax Benefit threshold; 257 — Formula cannot 
calculate to less than zero. 


S. 79(4) 


(4) Subsequent payment by debtor — An 
amount paid at any time by a person as, on account 
of or in satisfaction of, a specified amount of a debt 
that can reasonably be considered to have been in- 
cluded in the amount determined for A, C or D in 
subsection (3) in respect of a property surrendered 
before that time by the person shall be deemed to be 
a repayment of assistance, at that time in respect of 
the property, to which 


(a) subsection 39(13) applies, where the property 
was capital property (other than depreciable prop- 
erty) of the person immediately before its 
surrender; 


(b) paragraph 20(1)(hh.1) applies, where the cost 
of the property to the person was an eligible capi- 
tal expenditure; 


(c) the description of E in the definition “cumula- 
tive Canadian exploration expense” in subsection 
66.1(6), the description of D in the definition “cu- 
mulative Canadian development expense” in sub- 
section 66.2(5) or the description of D in the defi- 
nition “cumulative Canadian oil and gas property 
expense” in subsection 66.4(5), as the case may 
be, applies, where the cost of the property to the 
person was a Canadian exploration expense, a 
Canadian development expense or a Canadian oil 
and gas property expense; or 


(d) paragraph 20(1 )(hh) applies, in any other 
case. 


(5) Subsequent application with respect to 
employee or shareholder debt — Any amount 
included under paragraph 6(1)(a) or subsection 15(1) 
in computing a person’s income for a taxation year 
that can reasonably be considered to have been in- 
cluded in the amount determined for A, C or D in 
subsection (3) as a consequence of properties being 
surrendered before the year by the person shall be 
deemed to be a repayment by the person, immedi- 
ately before the end of the year, of assistance to 
which subsection (4) applies. 


(6) Surrender of property not payment or 
repayment by debtor— Where a specified 
amount of a debt is included in the amount deter- 
mined at any time for A, B, C or D in subsection (3) 
in respect of a property surrendered at that time by a 
person to a creditor of the person, for the purpose of 
computing the person’s income, no amount shall be 
considered to have been paid or repaid by the person 
as a consequence of the acquisition or reacquisition 
of the surrendered property by the creditor. 


Advance Tax Ruling: ATR-6: Vendor reacquires business assets 
following default by purchaser. 


(7) Foreign exchange — Where a debt is denomi- 
nated in a currency (other than Canadian currency), 
any amount determined for A, B, C or D in subsec- 
tion (3) in respect of the debt shall be determined 
with reference to the relative value of that currency 
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and Canadian currency at the time the debt was 
issued. 


History: S. 79 amended by 1995, c. 21, subsec. 26(1), applicable to 
property acquired. or reacquired after February 21, 1994, other than 
property acquired or reacquired pursuant toa court order: made 
before. February 22, 1994. Subsec. 26(3) of S.C.. 1995; c. 21;-pro- 
vides that where a taxpayer so elects in writing filed with the Minis- 
ter of National Revenue, para. 79(f) shall apply to the taxpayer in 
respect of property Stiga» by the taxpayer after 1991 as if it 
read as follows: 


(e.1) where the property is capital property of the taxpayer 
and was disposed of by the taxpayer to the other person in the 
year and subsequently reacquired by the taxpayer in the year, 
the taxpayer’s proceeds of disposition of the property shall be 
deemed to be the lesser of the proceeds of disposition of the 
property to the taxpayer (determined without reference to this 
paragraph) and the amount that is the greater of 


(i) the amount, if any, by which such proceeds (deter- 
mined without reference to this paragraph) exceeds such 
portion of the proceeds as is represented by the tax- 
payer’s claim, and 


(ii) the cost amount to the taxpayer of the property imme- 
diately before its disposition by the taxpayer; 


(f) the taxpayer shall be deemed to have reacquired the_prop- 
erty at the amount, if any, by which the cost at that time of 
the taxpayer’s claim exceeds the amount described in subpar- 
agraph (e)(i) or (ii) in respect of that property or the amount, 
if any, by: which the proceeds of disposition of the property 
are reduced because of paragraph (e.1), as the case may be; 


S. 79 formerly read: 


79. Mortgage foreclosures and conditional sales repos- 
sessions — Where, at any time in a taxation year, a taxpayer 
who 


(a) was:a mortgagee or other creditor of another person 
who had previously acquired property, or 


(b) had previously sold property to another person under 
a conditional sales agreement, 


has acquired or reacquired the beneficial ownership of the 
property in consequence of the other person’s failure to pay 
all or any part of an amount (in this section referred to as the 
“taxpayer’s claim”) owing by that person to the taxpayer, the 
following rules apply: 


(c) there shall be included, in computing the other per- 
son’s proceeds of disposition of the property, the princi- 
pal amount of the taxpayer’s claim plus all amounts each 

~ Of which is the principal amount of any debt that had 
been owing by the other person, to the extent that it has 
been extinguished by virtue of the grees > or reacqui- 
sition, as the case may be, 


(d) any amount paid by the other person after the acquisi- 
tion or reacquisition, as the case may be, as, on’account 
of or in satisfaction of the taxpayer’s claim shall be 
deemed to be a loss of that person, for that person’s taxa- 
tion year in which payment of that amount was made, 
from the disposition of the property, 


(e) in computing the income of the taxpayer for the year, 


(i) the amount, if any, claimed by the taxpayer under 
subparagraph 40(1)(a)(iii) or 44(1)(e)(@i1) in comput- 
ing the taxpayer’s gain for the immediately preced- 
ing taxation year from the disposition of the prop- 
erty, and 


(ii) the amount, if any, deducted under paragraph 
20(1)(n) in computing the income of the taxpayer for 
the immediately preceding year in noi of the 


property, 
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shall be deemed to be nil, 


(f) the taxpayer shall be deemed to have acquired or reac- 
quired, as the case may be, the property at the amount, if 
any, by which the cost at that time of the taxpayer’s 
claim exceeds the amount described in subparagraph 
(e)(i) or (ii), as the case may be, in respect of the 
property, 

(g) the adjusted cost base to the taxpayer of the tax- 
payer’s claim shall be deemed to be nil, and 


(h) in computing the taxpayer’s income for the year or:a: 
subsequent year, no amount is deductible in respect of 
the taxpayer’s claim by virtue of paragraph 20(1)(1) or 
(p). | 


Subpara. 79(e)(1) amended by 1994, c. 7, Sch. If (1991, c. 49), s. 57, 
to add “or 44(1)(e)(iit)”, applicable 


(a) to property in respect of which a taxpayer has claimed an 
amount under subpara. 44(1)(e)(i1) and that was reacquired by 
the taxpayer after 1985 and before July 13, 1990, where the tax- 
payer so elects before July 1991, and. 


(b) to property acquired or reacquired after July 12, 1990, 


and, notwithstanding subsecs. 152(4) to (5), such assessments of 
tax, interest and penalties shall be made as are necessary to give 
effect to an election made pursuant to para. (a). 


Pre-RSC History: Para. 79(f) substituted by 1980-81-82-83, c. 
140, s. 42(1), applicable with respect to acquisitions and reacquisi- 
tions occurring after November 12, 1981. Para. 79(f) formerly read: 


(f) the taxpayer shall be deemed to have acquired or reac- 
quired, as the case may be, the property at the amount, if any, 
by which the principal amount of the taxpayer’s claim ex- 
ceeds the amount described in subparagraph (e)(i) or (11), as 
the case may be, in respect of the property; 


Selected Cases [s. 79]: Hallbauer v. Canada, [1997] 1 C.T.C. 
2428 (TCC) (Strong causal relationship required between creditor’s 
acquisition and failure by debtor to pay); Corbett v. Canada, [1997] 
1 C.T.C. 2 (FCA) (Section intended to apply where no fixed price of 
sale. No conflict with sections 13 and 54); Peters (D.L.) v. Canada, 
{1993} 1 C.T.C. 2628 (TCC) (Section 80 applies to unpaid interest 
on obligation to which section 79 applied); Moysey (R.) v. Canada, 
[1992] 2 C.T.C. 2657 (TCC) (Section applies only to principal 
amount extinguished, not unpaid interest); Ward v. The Queen, 
[1988] 1 C.T.C. 336 (FCTD) (Member of group purchasing “golf 
course” operation permitted to deduct share of loss. after 
foreclosure). 


Definitions [s. 79]: “amount” — 248(1); “assistance” — 79(4), 
125.4(5), 248(16), (18); “Canadian exploration expense” — 66.1(6), 
248(1); “Canadian development expense” — 66.2(5), 248(1); “Ca- 
nadian oil and gas property expense” — 66.4(5), 248(1); “creditor”, 
“debt” — 79(1); “debtor” — 79(3); “eligible capital expendi- 
ture” — 14(5), 248(1); “person? — 79(1), 248(1),. “principal 
amount” — 248(1); “property” — 79(1), 248(1); “province” — In- 
terpretation Act 35(1); “specified amount” — 79(1); “surren- 
dered” — 79(2); “taxation year” — 249, 


79.1 (1) Definitions — In this section, 


“creditor” has the meaning assigned by subsection 
79(1); 


“debt” has the meaning assigned by subsection 
79(1); 


“person” has the meaning assigned by subsection 
T9(1); 


“property” has the meaning assigned by subsection 
79(1); 


S. 79.1(4) 


“specified amount” has the Soon assigned by 
subsection 79(1);: 


“specified cost” to a person of a debt owing to the 
person means 


(a) where the debt is capital property of the per- 
son, the adjusted cost base to ~~ pana of the 
debt, and | 


(b) in any other case, the amount, if any, by 
which 


(i) the. cost amount to the person of the debt 
exceeds 


(ii) such portion of that cost amount as would 

be deductible in computing the person’s in- 

come (otherwise than in respect of the princi- 

pal amount of the debt) if the debt were estab- 

lished by the person to have become:a bad 

debt or to have become uncollectable. 
Related Provisions: 20(1)(p), 20(4)-(4.2), 50(1) — Provisions 
allowing deductions for bad debts. 


(2) Seizure of property — For the purposes of 
this section, a property is seized at any time by a per- 
son in respect of a debt where the beneficial owner- 
ship of the property is acquired or reacquired at that 
time by the person and the acquisition or reacquisi- 
tion of the property was in consequence of another 
person’s failure to pay to the person all or part of the 
specified amount of the debt. 

Related Provisions: 50(1) — Deemed disposition of debt on bad 
debt, windup, insolvency or bankruptcy; 79(2) — Surrender of 
property by. debtor; 138(11.93)(a) — Section 79.1 does not apply to 
insurer. 


(3) Creditor’s capital gains reserves — Where 
a property is seized at any time in a particular taxa- 
tion year by a creditor in respect of a debt, for the 
purpose of computing the income of the creditor for 
the particular year, the amount claimed by the credi- 
tor under subparagraph 40(1)(a)(aii) or 44(1)(e)(ii) 
in computing the creditor’s gain for the preceding 
taxation year from any disposition before the partic- 
ular year of the property shall be deemed to be the 
amount, if any, by which the amount so claimed ex- 
ceeds the total of all amounts each of which is an 
amount determined under paragraph (6)(a) or (b) in 
respect of the seizure. 


(4) Creditor’s inventory reserves — Where a 
property is seized at any time in a particular taxation 
year by a creditor in respect of a debt, for the pur- 
pose of computing the income of the creditor for the 
particular year, the amount deducted under para- 
graph 20(1)(n) in computing the income of the credi- 
tor for the preceding taxation year in respect of any 
disposition of the property before the particular year 
shall be deemed to be the amount, if any, by which 
the amount so deducted exceeds the total of all 
amounts each of which is an amount determined 
under paragraph (6)(a) or (b) in respect of the 
seizure. 
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(5) Adjustment where disposition and 
reacquisition of capital property in same 
year — Where a property is seized at any time in a 
taxation year by a creditor in respect of one or more 
debts and the property was capital property of the 
creditor that was disposed of by the creditor at a pre- 
vious time in the year, the proceeds of disposition of 
the property to the creditor at the previous time shall 
be deemed to be the lesser of the amount of the pro- 
ceeds (determined without reference to this subsec- 
tion) and the amount that is the greater of — 


(a) the amount, if any, by which the amount of 
such proceeds (determined without reference to 
this subsection) exceeds such portion of the pro- 
ceeds as is represented by the specified amounts 
of those debts immediately before that time, and 


(b) the cost amount tothe creditor of the property 
immediately before the previous time. 


(6) Cost of seized properties for creditor — 
Where a particular property is seized at any time in a 
taxation year by a creditor in respect of one or more 
debts, the cost to the creditor of the particular prop- 


erty shall. be deemed to be the amount,, if any, by. 


which the total of 
(a) that proportion of the total soesitied costs im- 


mediately before that time to the creditor of those — 


debts that 


(i) the fair market value of the particular prop- 
erty immediately before that time 


is of 


(ii) the fair market value of ‘all properties im- | 


mediately before that time that were seized by 
the creditor at that time in Tenet of those 
debts, and 


(b) all amounts each of which isan ities or ex- 


pense made or incurred,:or a specified amount at 
that time of a debt that is assumed, by the creditor 
at or before that time to protect the creditor’s in- 
terest in the particular property, except to the ex- 
tent the outlay or expense 


(i) was included in the cost to the creditor of | 


property other than the particular property, 


(ii) was. included before that time in comput- 
ing, for the purposes of this Act, any balance 
of undeducted outlays, expenses or other 
-amounts of the creditor, or 


(iii) was deductible in computing the credi- 

tor’s income for the year or a preceding taxa- 

tion year 
exceeds 


(c) the amount, if any, claimed or deducted under 
paragraph :20(1)(m) or subparagraph 40(1)(a)(iii) 
or 44(1)(e)(i11), as the case may be, in respect of 
the particular property in computing the credi- 
tor’s income or capital gain for the preceding tax- 
ation year or the amount by which the proceeds 
of disposition of the creditor of the particular 
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property are reduced because of subsection (5) in 
respect of.a disposition of the particular property 
by the creditor occurring: before iat. time and in 
the year. 


Related Provisions: 79.1(3) — Capital gains reserve; 79.1(4) — 
Inventory reserve. 


(7) Treatment of debt — Where a property is 
seized at any time in a taxation year by a créditor in 
respect of a particular debt; 


(a) the creditor shall be deemed to have disposed 
of the particular debt at that time; 


(b) the amount received'on account of the partic- 
ular debt as a consequence of the seizure shall be 
deemed 


~~ (i) to be received at that time, and 
(11) to be equal to. 


(A) where the particular debt is capital 
_ property, the adjusted cost. base. to the 
creditor of the particular debt, and 


(B) in any other case, the cost amount to 
the creditor of the particular debt; ) 


(c) iter any portion of the. particular. debt. is 
outstanding immediately after that time, the cred-. 
itor shall be deemed to have reacquired that por- 
tion immediately after that time at a cost equal to 


(i) where the particular debt is capital prop- 
erty, nil, and 


(ii); in any other case, the amount, if any, by 
which 


(A) the cost amount to the creditor of the 
particular debt 


exceeds 


(B) the specified cost to the creditor of the 
particular debt; and 


(d) where no portion of the particular debt.is, out- 

standing immediately after that time and the par- 

ticular debt is not capital property, the creditor 

may deduct as a bad debt.in computing the credi- 

. tor’s income for the year the amount described in 
subparagraph (c)(ii) in respect of the seizure. 

Related Provisions: 79.1(8)—No deduction for principal 


amount, of bad debt; 142.4(3)(a) — Disposition of Specified debt 
obligation. 


(8) Claims for debts — Where a ardslrby is 
seized at any time in a taxation: year by a creditor in 
respect of a debt, no amount in respect of the, debt 


(a) is deductible in computing the creditor’ s in- 
come for the year or a subsequent taxation year 
as.a bad, doubtful or impaired. debt; or 


(b) shall be included after that time in computing, 
for the purposes of this Act, any balance of un- 
deducted outlays, expenses or other amounts of 
the creditor as a bad, doubtful or impaired debt. 


Related Provisions: 50(1)(a) — Deemed disposition of bad debt; 
79.1(7)(d) — Deduction by creditor for bad debt. 
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History: Subsec. 79.1(8) amended by 1998, c. 19, s. 110, 
applicable 


(a) to taxation. years that end after September 1997; and 


(b) to a taxpayer’s taxation years that end after 1995 and before 
October 1997 where the taxpayer files an election in accordance 
with para. 81(11)(b). 


The subsec. formerly read: 


(8) Claims for bad and doubtful debts — Where a property 
is seized at any time in a taxation year by a creditor in respect 
of a debt, no amount in respect of the principal amount of the 
debt shall. be 


(a) deductible in computing the-creditor’s income for the 
year or a subsequent taxation year as a bad or doubtful 
debt; or 

(b) included after that time in computing, for the pur- 
poses of this Act, any balance of undeducted outlays, ex- 


penses or other amounts of the creditor as a bad or doubt- 
ful debt. 


S. 79.1 .added by 1995, c. 21, s. 26, applicable to property acquired 
or reacquired, after February 21, 1994, other than property acquired 
or reacquired pursuant to a court order made before February 22, 
1994. 


Definitions [s. 79.1]: “adjusted cost base” — 54, 248(1); 
“amount” — 248(1); “capital gain” — 39(1), 248(1); “capital prop- 
erty’ — 54, 248(1); “cost” — 79.1(6); “cost. amount” — 248(1); 
»“ereditor’, “debt”—79(1);.79.1(1); “disposition” — 50(1), 54; 
“person” — 79(1), 79.1(1),. 248(1);. “principal amount” — 248(1); 
“proceeds of disposition” — 54; “property” — 79(1), 79.1(1), 


248(1); “seized” — 79.1(2); “specified amount” — 79(1), 79.1(1); 


“specified cost” —79.1(1); “taxation year’ — 249. 


80. (1) Definitions — In this section, 


“commercial debt obligation’”’ issued by a debtor 
means a debt obligation issued by the debtor 


(a) where interest was paid or payable by the 
debtor in respect of it pursuant to a legal obliga- 
tion, or . ; 


(b) if interest had been paid or payable by the 
debtor in respect of it pursuant to a legal 
obligation, 


an amount in respect of the interest was or would 
have been deductible in computing the debtor’s in- 
come, taxable income or taxable income earned in 
Canada, as the case may be, if this Act were read 
without reference to subsections 15.1(2) and 15.2(2), 
paragraph 18(1)(g), subsections 18(2), (3.1) and (4) 
and section 21; 

Related Provisions: 80.01(1)“commercial debt obligation” — 
Definition applies to s. 80.01; 80.02(1) — Definition applies to s. 
80.02; 80.03(1)(a) — Definition’ applies to os: 80.03; 
80.03(7)(b)(i) —- Commercial: debt obligation deemed issued where 
amount designated; 80.04(1) — Definition applies to s. 80.04; 
80.04(4)(e) — Commercial debt obligation deemed issued on agree- 
ment to transfer forgiven amount; 95(2)(g.1)(i) — Application to 
FAPI;.248(26) — Liability deemed to be obligation issued by 
debtor; 248(27) — Partial settlement of debt obligation. 


“commercial obligation” issued by a debtor means 


(a) a commercial debt obligation issued by the 
debtor, or 
(b) a distress preferred share issued by the debtor; 


Related Provisions: 40(2)(e.2) — Disposition of commercial ob- 
ligation in exchange for another obligation issued by same person; 
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80(2)(b) — Obligation to pay interest deemed to be a debt obliga- 
tion; 80.01(1)“commercial obligation” — Definition applies to s. 
80.01; 80.02(1) — Definition applies to s. 80.02; 80.03(1)(a) — 
Definition applies to s. 80.03; 80.04(1) — Definition applies to s. 
80.04. 


“debtor” includes any corporation that has issued a 
distress preferred share and any partnership; 


Related Provisions: 80.01(1)“debtor® — Definition applies to s. 
80.01; 80.04(1) — Definition applies to s. 80.04. 


“directed person” at any time in respect of a debtor 
means ) 


(a) a taxable Canadian corporation or an eligible 
Canadian partnership by which the debtor is con- 
trolled at that time, or 


(b) a taxable Canadian corporation or an eligible 
Canadian partnership that is controlled at that 
time by 

(i) the debtor, 


(ii) the debtor and one or more persons related 
to the debtor, or 

(ili) a person or group of persons by which the 
debtor is controlled at that time; 


Related Provisions: 80.04(1) — Definition applies to s. 80.04; 


256(5.1) — Controlled, directly or indirectly — control in fact. 


“distress preferred share” issued by a corporation 
means, at any time, a share issued after February 21, 
1994 (other than a share issued pursuant to an agree- 
ment in writing entered into on or before that date) 
by the corporation that is a share described in para- 
graph (e) of the definition “term preferred share” in 
subsection 248(1) that would be a term. preferred 
share at that time if that definition were read without 
reference to paragraphs (e) and (f); 

Related Provisions: 61.3(1)(b)D, 61.3(2)(b)D — Deduction of 
principal amount of distress preferred share in determining debt for- 
giveness reserve; 80.01(1)“distress preferred share” — Definition 
applies to s. 80.01; 80.02(1) — Definition applies to s. 80.02; 
80.03(1)(a) — Definition applies to s. 80.03. 


“eligible Canadian partnership” at any time means 
a Canadian partnership none of the members of 
which is, at that time, 
(a) a non-resident owned investment corporation, 
(b) a person exempt, because of subsection 
149(1), from tax under this Part on all or part of 
the person’s taxable income, 
(c) a partnership, other than an eligible Canadian 
partnership, or 
(d) a trust, other than a trust in which no non-resi- 
dent person and no person described in paragraph 
(a), (b) or (c) is beneficially interested; 
Related Provisions: 80.04(1) — Definition applies to s. 80.04; 
102(1) — Canadian partnership. 


“excluded obligation” means an obligation issued 
by a debtor where 
(a) the proceeds from the issue of the obligation 


(i) were included in computing the debtor’s 
income or, but for the expression “other than a 
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prescribed amount” in paragraph 12(1)(x), 
would have been so included, 


(ii) were deducted in computing, for the pur- 
poses of this Act, any balance of undeducted 
outlays, expenses or other amounts, or 


(iii) were deducted in computing. the capital 
cost or. cost amount to the debtor of any prop- 
erty of the debtor, 


(b) an amount paid by the debtor in satisfaction 
of the entire principal amount of the obligation 
would be included in the amount determined 
under paragraph 28(1)(e) or section 30 in respect 
of the debtor, 


(c) section 78 applies to the obligation, or 


(d) the principal amount of the obligation would, 
if this Act were read without reference to sections 
79 and 80 and the obligation were settled without 
any amount being paid in satisfaction of its prin- 
cipal amount, be included in computing the 
debtor’s income because of the settlement of the 
obligation; 
Related Provisions: 79(3)F(b)(iv) — Proceeds of disposition for 
debtor; 80(1)“forgiven amount’”B(j) — Debt forgiveness rules do 
not apply to principal amount of excluded: obligation; 80(2)(a) — 
Debt forgiveness rules do not apply to obligation settled as consid- 
eration for share described in para: (c). 


“excluded property” at any time means property of 
a non-resident debtor that would not be taxable Ca- 
nadian property of the debtor if it were disposed of at 
that time by the debtor; 


Related Provisions: 111(9) — Losses s ignored while taxpayer is 
non-resident. 


“excluded security” issued by a.corporation to a 
person as consideration for the settlement.of a debt 
means 


(a) a distress preferred share issued by the corpo- 
ration to the person, or 


(b) a share issued by the corporation to the person 
under the terms of the debt, where the debt was a 
bond, debenture or note listed on a prescribed 
stock exchange in Canada and the terms for the 
conversion to the share were not established or 
substantially modified after the later of February 
22, 1994 and the time that the bond, debenture or 
note was issued;. 


Regulations: 3200 (prescribed stock exchange;/not yet amended 
to.apply for purposes of 80(1)). 


“forgiven amount” at any time in respect of a com- 
mercial obligation issued by a debtor is the amount 
determined by the formula 


AB 
where 


A is the lesser of the amount for which the obliga- 
tion was issued and the principal amount of the 
obligation, and 
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B. is the total of 


(a) the amount, if any, paid at that time in sat- 
isfaction of the principal amount of the 
obligation, 


(b) the amount, if any, included under para- 
graph 6(1)(a) or subsection 15(1) in comput- 
ing the income of any person because of the 
settlement of the obligation at that time, 


(c) the amount, if any, deducted at that time 
under paragraph 18(9.3)(f) in computing the 
forgiven amount in respect of the obligation, 


(d) the capital gain, if any, of the debtor re- 
sulting from the application of subsection 
39(3) to the purchase at that time of the obli- 
gation by the debtor, 


(e) such portion of the principal amount of the 
obligation as relates to an amount renounced 
under subsection 66(10), (10.1), (10. 2) or 
(10.3) by the debtor, 


(f) any portion of the principal amount.of. the 
obligation that is included in the amount de- 
termined for A, B, C or D in subsection 79(3) 
in respect of the debtor for the taxation year of 
the debtor that includes that time or for a pre- 
ceding taxation year, 


(g) the total of all amounts each of nn isa 
forgiven amount at a previous time that the 
obligation was deemed by subsection 80.01(8) 
or (9) to have been settled, 


(h) such portion of the principal amount of the 
obligation as can reasonably be considered to 
have been included under section 80.4 in com- 
puting the debtor’s income for a taxation year 
that includes that time or for a preceding taxa- 
tion year, 


(i) where the debtor is a bankrupt at that time, 
the principal amount of the obligation, 


(j) such portion of the principal amount of the 
obligation as represents the principal amount 
of an excluded obligation, . 


(k) where the debtor is a partnership and the 
obligation was, since the later of the creation 
of the partnership or the issue of the obliga- 
tion, always payable to a member of the. part- 
nership actively engaged, on a regular, contin- 
uous and substantial basis, in those activities 
of the partnership that are other than the fi- 
nancing of the partnership business, the prin- 
cipal amount of the obligation, and 


(1) the amount, if any, given at or before that 
time by the debtor to another person as con- 
sideration for the assumption by the other per- 
son of the obligation; 
Related Provisions: 6(15.1) — Meaning of “forgiven amount” 
for employee benefits; 15(1.21) — Meaning of “forgiven amount” 
for shareholder benefits; 80(2)(k) — Determination of forgiven 
amount where obligation denominated in foreign currency ; 
80.01(1)“forgiven amount” — Application of definition to s. 80.01; 
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80.01(8)(b) — Determination of forgiven amount following debt 
parking; 80.02(3)—-(6) — Distress preferred share — determination 
of amount paid in satisfaction of principal; 80.03(1)(a) — Defini- 
‘tion applies to s. 80.03; 80.03(7)(b)Gi) — Deemed forgiven amount 
where amount designated following debt forgiveness; 80.04(1) — 
Definition applies to s. 80.04; 80.04(4)(f) — Agreement to transfer 
forgiven amount; 87(2)(h:1) — Amalgamations — continuing cor- 
poration; 137.1(10) — Settlement of debts by deposit insurance cor- 
poration; 248(26) — Liability deemed to be obligation issued by 
debtor; 248(27) — Partial settlement of debt obligation; 257 — 
Formula cannot calculate to less than zero. 


I.T. Application Rules: 26(1.1) (eb outstanding since before 
1972). 


Advance Tax Ruling: ATR-27: Exchange and acquisition of in- 
terests in capital properties through rollovers and winding-up 
poubticrity =). 


“person” inahadie a ation 


‘Related Provisions: 80(15)(c) — Where commercial debt obli- 
gation issued by partnership; 80.01(1)“person” — Definition ap- 
plies to s. 80.01; 80.02(1) — Definition applies to s. 80.02; 
80.03(1)(a) — Definition applies to s. 80.03; 80.04(1) — Definition 
applies to s. 80.04. 


“relevant loss balance” at a particular time for a 
commercial obligation and in respect of a debtor’s 
non-capital loss, farm loss, restricted farm loss or net 
capital loss, as the case may be, for a particular taxa- 
tion year means the amount of such loss that would 
be deductible in computing the debtor’s taxable in- 
come or taxable income earned in Canada, as the 
case may be, for the taxation year that includes, that 
time if 

(a) the debtor had sufficient incomes from all 

sources and sufficient taxable capital gains, 


(b) subsections (3) and (4) did not apply to re- 


duce such loss at or after that time, and 


(c) paragraph 111(4)(a) and subsection 111(5) did 
not apply to the debtor, 


except that, where the debtor is a corporation the 
control of which was acquired at a previous time by 
a person or group of ‘persons and the particular year 
ended before the previous time, the relevant loss bal- 
ance at the particular time for the obligation and in 
respect of such loss for the particular year shall be 
deemed to be nil unless 


(d) the obligation was issued by the debtor 
before, and not in contemplation of, the acquisi- 
tion of control, or 


(e) all or substantially all of the proceeds from 
the issue of the obligation were used to satisfy the 
principal amount of another obligation to which 
paragraph (d) or this paragraph would apply if the 
other obligation were still outstanding; 
Related Provisions: 80(15)(c)(iv)(B) — Application of para. (e) 
of definition where obligation issued by _ partnership; 
80.04(4)(h)Gi) — Application of para. (e) of definition on agree- 
ment to transfer forgiven amount; 256(7) — Whether control ac- 
quired; 256(8) — Deemed acquisition of shares.., 


1.T. Technical News: No. 7 (control by a group — 50/50 
arrangement). 
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“successor pool’ at any time for a: commercial obli- 
gation and in respect of an amount determined in re- 
lation. to.a debtor means such portion of that amount 
as would be deductible under subsection 66.7(2), (3), 
(4) or (5), as the case may be, in computing: the 
debtor’s income for the taxation year that ‘includes 
that time, if 


(a) the debtor had sufficient incomes from all 
sources, 


(b) subsection (8) ‘did not apply 6 reduce the 
amount so determined at that time, 


(c) the year-ended immediately after that time, 
and I 8 


(d) paragraphs 66.7(4)(a) and (5)(a) were read 
«without reference to the: expressions “30% of” 
and “10% of’, respectively, 


except that the successor pool at.that.time for the ob- 
ligation shall be deemed to be nil unless 


(e) the obligation was issued by the debtor 
before, and not in contemplation of, the event de- 
scribed in paragraph (8)(a) that gives rise to the 
deductibility under subsection 66.7(2), (3); (4) or 
(5), as the case may be, of all or part of that 
amount in computing the debtor’s income, or- 


(f) all or'substantially all of the proceeds from the 
issue of the obligation were used to satisfy the 
principal amount of another obligation to which 
paragraph (e) or this paragraph would apply if the 
other. obligation were still outstanding; 
Related Provisions: 80(15)(c)(iv)(B) — Application of para. (f) 
of definition where obligation issued by partnership; 
80.04(4)(h) Git) Application, of .para. (f) of definition on agree- 
ment to transfer forgiven amount; 256(8) — Deemed acquisition of 
shares. 


“unrecognized loss” at a particular time, in respect 
of an obligation issued by a debtor, from the disposi- 
tion of a property means the amount that would, but 
for subparagraph 40(2)(g)(ii), be a capital loss from 
the: disposition by the debtor at or before:the particu- 
lar time of a debt or other right to receive an amount, 
except that where the debtor is a corporation the con- 
trol of which was acquired before the particular time 
and after the time of the disposition by a person or 
group of persons, the unrecognized loss at the partic- 
ular time in respect of the es is deemed to be 
nil unless 


(a) the obligation was issued by the debtor 
before, and not in eontompnen of, the acquisl 
tion of control, or 


(b) all or substantially all of, the Croteeds from 
the issue of the obligation were used to, satisfy the 
principal amount of another obligation to which 
paragraph (a) or this paragraph would apply if the 
other obligation were still outstanding. 
Related Provisions: 80(15)(c)(iv)(B)— Application of para. (b) 
of definition where obligation issued _ by partnership ; 
80.04(4)(h) (Gi) — Application of para. (b) of definition on agree- 
ment to transfer forgiven amount; 87(2)(1.21) — Amalgamations — 
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continuing corporation; 256(7) — Whether control acquired; 
256(8) — Deemed acquisition of.shares. 


History: The opening words of the definition “unrecognized loss” 
in subsec. 80(1) amended by 1998, c. 19, subsec. 111(1), applicable 
to taxation years that end after February 21, 1994. The opening 
words formerly read: 


“unrecognized loss” at a particular time, in respect of an obli- 
gation issued by a debtor, from the disposition of a property 
means the amount that would, but for subparagraph 
40(2)(g)(ii), be a capital loss from the disposition at or before 
the particular time of a debt or other. right to receive an 
amount, except that where the debtor is a corporation the con- 
trol of which was acquired before the particular time and after 
the time of the disposition by a person or group of persons, 
the unrecognized loss at the particular time in respect of the 
obligation shall be deemed to be nil unless 


(2) Application of debt forgiveness rules — 
For the purposes of this section, 


(a) [When obligation settled] — an obligation 
issued by a debtor is settled at any time where the 
obligation is settled or extinguished at that time 
(otherwise than by way of a bequest or inheri- 
tance or as consideration for the issue of a share 
described in paragraph (b) of the definition “ex 
cluded security” in subsection (1)); 


Related Provisions: 6(15) — Forgiveness of debt owing by em- 
ployee — taxable benefit; 15(1.2) — Forgiveness of debt owing by 
shareholder — taxable benefit; 80.01(2)(a) — Application to s. 
80.01; .80.01(3)-(9) — Deemed settlement of debts; 80.02(2)(c) — 
Meaning of “settled” for distress preferred share; 80.02(7)(a) — 
Deemed settlement where share ceases to be distress preferred 
share; 80.03(7)(b)(i) — Deemed settlement where amount desig- 
nated; 80.04(3) — Application to s. 80.04; 80.04(4)(e) — Deemed 
settlement on agreement to transfer forgiven amount. 


(b) [interest deemed to be obligation] — an 
amount of interest payable by a debtor in respect 
of an obligation issued by the debtor shall be 
deemed to be an obligation issued by the debtor 
that 


(i) has a principal amount, and 
(11) was issued by the debtor for an amount, 


equal to the portion of the amount of such interest 
that was deductible or would, but for subsection 
18(2) or (3.1) or section 21, have been deductible 
in computing the debtor’s income for a taxation 
year; 

Related Provisions: 6(15.1)(d), 15(1.21)(d) — 80(2)(b) ignored 


for employee and shareholder benefit purposes; 80.01(2)(a) — Ap- 
plication to s. 80.01; 80.04(3) — Application to s. 80.04. 


(c) [ordering of rules] — subsections (3) to (5) 
and (7) to (13) apply in numerical order to the 
forgiven amount in respect of a commercial 
obligation; 
Related Provisions: 80(15) — Deduction by member of partner- 
ship; 80.04(4)(b) — Transfer of forgiven amount to related person 


after maximum designations; 248(27)(b), (c) — Partial settlement of 
debt deemed to be proportional to entire amount. 


(d) [applicable fraction] — the applicable 
fraction of the unapplied portion of a forgiven 
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amount at any time in respect of an obligation is- 
sued by a debtor is 


(i) in respect of a loss for a taxation year that 
ends after 1989, “/4, 


(11) in respect of a loss for a taxation year that 
ended before 1988, '/2, and 


(iii) in respect of a loss for any other taxation 
year, the fraction required to be used under 
section 38 for that year; 


(e) [where applicable fraction reduces 
loss] — where an applicable fraction (as deter- 
mined under paragraph (d)) of the unapplied por- 
tion of a forgiven amount is applied under sub- 
section (4) to reduce at any time a loss for a 
taxation year, the portion of the forgiven amount 
so applied shall, except for the purpose. of reduc- 
ing the loss, be deemed to be..the quotient ob- 
tained when the amount of the reduction is. di- 
vided by the applicable fraction; 


(f) [cumulative eligible capital] — where */; 
of the unapplied: portion of.a forgiven amount is 
applied under subsection (7) to reduce cumulative 
eligible capital, except for the purpose of reduc- 
ing the cumulative eligible capital, the portion of 
the forgiven amount so applied shall be deemed 
to be 43 of the amount of the reduction; 


(g) [amount paid in satisfaction of debt] — 
where a corporation issues a share (other than an 
excluded security) to a person as consideration 
for the settlement of a debt.issued by, the corpora- 
tion and payable to the person, the amount paid in 
satisfaction of the debt because of the issue of the 
share 1s deemed to be equal to the fair market 
value of the share at the time it was issued; 


Related Provisions: 51(1) — Conversion of convertible debt into 
shares. 


(g.1) [amount paid in satisfaction of 
debt] — where a debt issued by a corporation 
and payable to a person is settled at any time, the 
amount, if any, that can reasonably be considered 
to be the increase, as a consequence of the settle- 
ment of the debt, in the fair market value of 
shares of the capital stock of the corporation 
owned by the person (other than any shares ac- 
quired by the person as consideration for the set- 
tlement of the debt) is deemed to be an amount 
paid at that time in satisfaction of the debt; 


(h) [debt replaced with debt] — where any 
part of the consideration given by a debtor to an- 
other person for the settlement at any time of a 
particular commercial debt obligation issued by 
the debtor and payable to the other person con- 
sists of a new commercial debt obligation issued 
by the debtor to the other person 


(i) an amount equal to the principal! amount of 
the new obligation shall be deemed to be paid 
by the debtor at that time, because of the issue 
of the new obligation, in satisfaction: of. the 
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principal amount of the particular obligation, 


and 


(ii) the new obligation shall be deemed to. 


have been issued for an amount equal to the 
amount, if any, by which 


(A) the principal amount of the new 
obligation 
exceeds _ 


(B) the amount, if any, by which the prin- 
cipal amount of the new obligation ex- 
ceeds the amount for which the particular 
obligation was issued; 


Related Provisions: 40(2)(e.2) — Limitation on capital loss; 
80(2)(1) — Where debt replaced with debt to third party; 
248(1)“principal amount” — Principal amount excludes amounts 
payable on account of interest. , 


(i) [multiple debts settled] — where..2 or 
more commercial obligations issued by a debtor 
_ are settled at the same time, those obligations 
shall be treated as if they were settled at different 
times in the order designated by the debtor in a 
prescribed form filed with the debtor’s return of 
income under this Part for the debtor’s taxation 
year that includes that time or, if the debtor does 
not so designate any such order, in the order des- 
ignated by the Minister; 
Related Provisions: 220(3.21) — Late filing, amendment or rev- 
ocation of designation. 


Forms: 12153: ait under para. Gaping for forgiven 
debts. 


(j) [“related” and “controlled”] — for the 
purpose of determining, at any time, whether 2 
persons are related to each other or whether any 
person is controlled by any other person, it shall 
be assumed that 


(1) each partnership and each trust is a corpo- 
ration having a capital stock of a single class 
of voting shares divided into 100 issued 
shares, 


(11) each member of a partnership and each 
beneficiary under a trust owned at that time 
the number of issued shares of that class that 
is equal to the proportion of 100 that 


(A) the fair market value at that time of the 
member’s interest in the partnership or the 
beneficiary’s interest in the trust, as the 
case may be 


is of 
(B) the fair market value at that time of all 
members” interests in the partnership or all 


beneficiaries’ interests in the trust, as the 
case may be, and 


(iti) where a beneficiary’s share of the income 
or capital of a trust depends on the exercise by 
any person of, or the failure by any person to 
exercise, any discretionary power, the fair 


S. 80(2)(n) 


market value at any time of the beneficiary’s 
interest in the trust is equal to 


(A) where the beneficiary is not entitled to 
receive or otherwise obtain the use of any 
of the income or capital of the trust before 
the death after that time of one or more 
other beneficiaries under the trust, nil, and 


(B) in any other. case, the total fair market 
value at. that time of all beneficiaries’ in- 
terests under the trust; 

Related Provisions: 40(2)(e.1) — Application to stop-loss rule; 


80.01(2)(a) — Application to s. 80.01; 80.04(3) — Application to s. 
80.04. 


(k) [foreign currency obligation] — where 
an obligation is denominated. in.a currency, (other 
than Canadian currency), the forgiven amount at 
any time in respect of the obligation shall be de- 
termined with reference to. the relative value of 
that currency and Canadian currency at the time 
the obligation was issued; 

Related Provisions: 79(7) — Parallel rule re proceeds of disposi- 

tion where property surrendered to creditor; 80.01(11) — Debt 


parking and statute-barred debt rules ignored where currency 
fluctuates. 


(1) [debt replaced with debt to third 
party] — where an amount is paid in satisfaction 
_of the principal amount of a particular commer- 
cial obligation issued by a debtor and, as a conse- 
quence of the payment, the debtor is legally 
obliged to pay that amount to another person, the 
obligation to pay that amount to the other person 
shall be deemed to be a commercial obligation 
that was issued by the debtor at the same time 
and in the same circumstances as the particular 
obligation; 
Related Provisions: 80(2)(h) — Where debt replaced with new 
debt; 80.01(2)(a) — Application to s. 80,01. 


(m) [amount reducible only to zero] — for 
greater certainty, the amount that can be applied 
under this section to reduce another amount may 
not exceed that other amount; 


Related Provisions: 257 — Formulas cannot calculate to less 
than. zero. 


(n) [Where debt owed by partnership] — 
except for the purposes of this paragraph, where 


(i) a commercial debt obligation issued by a 
debtor is settled at any ‘time, 


(ii) the debtor is at that time a member of a 
partnership, and 


(iii) the obligation was, under the agreement 
governing the obligation, treated immediately 
before that time as a debt owed by the 
partnership, 


the obligation shall be considered to have been 
issued by the partnership and not by the debtor; 


Related Provisions: 80(2)(0)— Override rule where debtor 
jointly liable with others; 80(15) — Commercial debt obligation is- 


579 


S. 80(2)(n) 


sued by partnership; 80.01(2)(a) — Application ‘to s. 
80.04(3) — Application to s. 80.04. 


(o) [where joint liability for debt] — notwith- 
standing paragraph (n), where a commercial debt 
obligation for which a particular person is jointly 
liable with one or more other persons is settled at 
any time in respect of the particular person but 


80.01; 


not in respect of all of the other persons, the por- 
tion of the obligation that can reasonably be con- 
sidered to be the particular person’s share of the 
obligation shall be considered to have been is- 
sued by the particular person and settled at that 


time and not at any subsequent time; 


(p) [death of debtor] — a commercial debt ob- 
ligation issued by an individual that is outstand- 
ing at the time of the individual’s death and set- 
tled at a subsequent time shall, if the estate of the 
individual was liable for the obligation immedi- 
ately before the subsequent time, be deemed to 
have been issued by the estate at the same time 
and in the same circumstances as the obligation 


was issued by the individual; and 


Related Provisions: 80(2)(q) — Where debt settled within 6 


months of death. 
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History: Para. 80(2)(g) amended and para. (g.1) added by 1998, c. 
19, subsec. 111(2), applicable to taxation years that end after Febru- 
ary 21, 1994. Para. (g) formerly read: 


(g) the amount paid in satisfaction of a debt issued by a cor- 
poration and payable to a person shall _ 


(1) where any part of the consideration given to the per- 
son for the’ settlement of the debt consists of a share 
(other than an excluded security) issued by the corpora- 
tion to the person, be deemed to be equal to the total of 


(A) the fair market value of the share at the time it 
was issued, and 


(B) the amount, if any, that can reasonably be con- 
sidered to be the increase, as a consequence of the 
settlement of the debt, in the fais market value of 
other shares of the capital stock of the corporation 
owned by the person, and 


(ii) in any other case, be deemed to include ge amount 
described in clause (1)(B); ; 


(3) Reductions of non-capital losses — Where 
a commercial obligation issued by a debtor is settled 
at any time, the forgiven amount at that time in re- 


spect of the obligation shall be applied to reduce at 
that time, in the following order, 


(q) [death of debtor] — where a commercial 
debt obligation issued by an individual would, 


but for this paragraph, be settled at any time in 
the period ending 6 months after the death of an 
individual (or within such longer period as is ac- 
ceptable to the Minister and the estate of the indi- 
vidual) and the estate of the individual was liable 


immediately before that time for the obligation 


(1) the obligation shall be deemed. to. have 


been settled at the beginning of the day on 
which the individual died and not at that time, 


(ii) any amount paid at that time by the estate 
in satisfaction of the principal amount of the 


obligation shall be deemed to have been paid 
at the beginning of the day on which the indi- 


vidual died, 


(iii) any amount given by the estate at or 
before that time to another person as consider- 
ation for assumption by the other person of 


the obligation shall be deemed to have been 
given at the beginning of the day on which the 


individual died, and 


(iv) paragraph (b) shall not apply in respect of 
the settlement to interest that accrues within 


that period, 


except that this paragraph does not apply in cir- 
cumstances in which any amount is because of 
the settlement included under paragraph 6(1)(a) 
or subsection 15(1) in computing the income of | 
any person or in which section 79 applies in re- 


spect of the obligation. 


Related Provisions: 6(15.1)(d), 15(1.21)(d) — 80(2)(q) ignored 
for employee and shareholder benefit purposes; 80(2)(p) — Where 


debt not settled within 6 months of death. 
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(a) the debtor’s non-capital loss for each taxation 
year that ended before that time to the extent that 
the amount so applied 


(i) does not exceed the amount (in subsection 
(4) referred to as the debtor’s “ordinary non- 
capital loss at that time for the year’’) that 
would be the relevant loss balance at that tirtie 
for the obligation and in respect of the 
debtor’s,non-capital loss for..the year if the 
description of E in the definition “non-capital 
loss” in subsection 111(8) were read without 
reference to the expression “the taxpayer’s al- 
lowable business investment loss for the 
year’, and 


(ii) does not, because of. this subsection, re- 
duce the debtor’s non-capital loss for a pre- 
ceding taxation year; 


(b) the debtor’s farm loss for each taxation year 
that ended before that time, to the extent that the 
amount so applied 


(1) does not exceed the amount that is the rele- 
vant loss balance at that time for the obliga- 
tion and in respect of the debtor’s farm loss 
for the year, and 


(ii) does not, because of this subsection, re- 
duce the debtor’s farm loss for a preceding 
taxation year; and 


(c) the debtor’s restricted farm late pe each taxa- 
tion year that ended before that time, to the extent 
that the amount so applied 


(1) does not exceed the amount that is the rele- 
vant loss: balance at that time for the obliga- 
tion and in respect of the debtor’s: agstricted 
farm loss for the year, and 
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(ii) does not, because of this subsection, re- 

duce the debtor’s restricted farm loss for a 

preceding taxation year. 
Related Provisions: 31(1.1)(b) — Reduction in restricted farm 
loss; 80(2)(c) — Order of application of rules; 80(2)(m)— Reduc- 
tion cannot exceed the amount of losses; 80(4)(a) — Reduction of 
allowable business investment loss carryforward; 111(8)“farm 
loss”C — Reduction in farm loss; 111(8)“non-capital loss”D.2 — 
Reduction in non-capital loss. 


(4) Reductions of capital losses — Where a 
_commercial obligation issued by a debtor is settled at 
any time, the applicable fraction of the remaining 
-unapplied portion of a forgiven amount at that time 
in respect of the obligation shall be applied to reduce 
at that time, in the following order, 


(a) the debtor’s non-capital loss for each taxation 
year that ended before that time to the extent that 
the amount so applied 


(i) does not exceed the amount, if any, by 
which 


(A) the relevant loss balance at that time 
for the obligation and in respect of the 
debtor’s non-capital loss for the year 


exceeds 


(B) the debtor’s Blain non-capital loss 
(within the meaning assigned by subpara- 
graph (3)(a)(i)) at that time for the year, 
AuCs 7 


(ii) does not, because of this subsection, re- 
duce the debtor’s non-capital loss for a pre- 
ceding taxation year; and 


(b) the debtor’s net capital loss for each taxation 
year that ended before that time, to the extent that 
the amount so applied 


(i) does not exceed the relevant loss balance at 
that time for the obligation and in respect of 
the debtor’s net capital loss for the year, and 


(ii) does not, because of this subsection, re- 
duce the debtor’s net capital loss for a preced- 
ing taxation year. 
Related Provisions: 80(2)(c) — Order of application of rules; 
80(2)(e) — Determination of applicable fraction; 80(2)(m) — Re- 
duction cannot exceed the amount of losses; 111(8)“net capital 
loss”D — Reduction in net capital loss; 111(8)“non-capital 
‘loss’D.2 — Reduction in non-capital loss. 


(5) Reductions with respect to depreciable 
property — Where a commercial obligation issued 
by a debtor is settled at any time, the remaining un- 
applied portion of the forgiven amount at that time in 
respect of the obligation shall be applied, in such 
manner as is designated by the debtor in a prescribed 
form filed with the debtor’s return of income under 
this Part for the taxation year that includes that time, 
to reduce immediately after that time the following 
amounts: 


(a) the capital cost to the debtor of a depreciable 


property that is owned by the debtor immediately 
after that time; and 
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(b) the undepreciated capital cost to the debtor of 

depreciable property of a prescribed class imme- 

diately after that time. 
Related Provisions: 13(7.1)(g)— Reduction in capital cost of 
depreciable property; 13(21)“undepreciated capital cost”E.1 — Re- 
duction in undepreciated. capital cost; 80(2)(c) — Order of applica- 
tion of rules; 80(2)(m) — Reduction cannot exceed the capital cost 
or u.c.c.; 80(6) — Restriction with respect to depreciable property; 
80(13)D(a) — Income inclusion of remaining balance; 80(16) — 
Designation by Revenue Canada where debtor fails to designate; 
80.04(4)(b) — Transfer of forgiven amount after maximum desig- 
nations; 96(3)— Designation by members of partnership; 
220(3.21) — Late filing; amendment or revocation. of designation. 


Regulations: 1105 (prescribed classes of depreciable property). 


Forms: T2153: Designations under para. 80(2)(i) for forgiven 
debts; T2154: Application of designated forgiven debt under sec. 
80. 


(6) Restriction with respect to depreciable 
property — Where. a commercial. obligation issued 
by a debtor is settled at any time, 


(a) an amount may be applied under subsection 
(5) to reduce, immediately after that time, the 
capital cost to the debtor of a depreciable prop- 
erty, of a prescribed class only to the extent that 


(i) the undepreciated capital cost to the debtor 
of -depreciable. property of that class at that 
time 


exceeds 


(ii) the total of all other reductions immedi- 
ately after that time to that undepreciated cap- 
ital cost; and 


-(b) an amount may be applied under subsection 
(5) to reduce, immediately after that time, the 
capital cost to the, debtor of a depreciable prop- 
erty (other than a depreciable property of a pre- 
scribed class) only to the extent that 


(1) the capital cost to the debtor of the prop- 
erty at that time 


exceeds 


(ii) the amount that was allowed to the debtor 
before that time under Part XVII of the Jn- 
come Tax Regulations in respect of the 
property. 

Regulations: 1105 (prescribed classes of depreciable property). 


(7) Reductions of cumulative eligible capi- 


tal — Where a commercial obligation issued by a 
debtor is settled at any time, */4 of the remaining un- 
applied portion of the forgiven amount at that time in 
respect of the obligation shall be applied (to the ex- 
tent designated. in a prescribed form filed with the 
debtor’s.return of income. under this Part for the tax- 
ation year that includes that time) to reduce immedi- 
ately after that time the cumulative eligible capital of 
the debtor in. respect of each business of the debtor 
(or, where the debtor is at that time non-resident, in 
respect of each business carried on in Canada by the 
debtor). 


Related Provisions: 14(5)“cumulative eligible capital”F:P.1 — 
Reduction in cumulative eligible capital; 80(2)(c) — Order of appli- 
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cation of rules; 80(2)(f) — Rule where cumulative eligible capital 
reduced; 80(2)(m) — Reduction cannot exceed the amount of cu- 
mulative eligible capital; 80(13)D(a) — Income inclusion of re- 
maining balance; 80(16) — Designation by Revenue Canada where 
debtor fails to designate; 80. 04(4)(b) — Transfer of forgiven 
amount after maximum designations220(3.21) — Late filing, 
amendment or revocation of designation; 253 — Extended meaning 
of carrying on business in Canada. 


Forms: T2153: Designations tides para. 80(2)() for forgiven 
debts; T2154: Application of designales forgiven debt under sec. 
80. 


(8) Reductions of resource expenditures — 
Where a commercial obligation issued by a debtor.is 
settled at any time, the remaining unapplied portion 
of the forgiven amount at that time in respect of the 
obligation shall be applied (to the extent designated 
in a prescribed form filed with the debtor’s return of 
income under this Part for the taxation year that in- 
cludes that time) to reduce immediately after that 
time the following amounts: 


(a) where the debtor is a corporation resident in 
Canada throughout that year, each particular 
amount that would be determined in respect of 
the debtor under paragraph 66.7(2)(a), (3)(a), 
(4)(a) or (5)(a) if paragraphs 66.7(4)(a) and (5)(a) 
were read without reference to the expressions 
“30% of’ and “10% of’, respectively, as a conse- 
quence of the acquisition of control of the debtor 
by a person or group of persons, the debtor ceas- 
ing to be exempt from tax under this. Part on its 
taxable income or the acquisition of properties by 
the debtor by way of an amalgamation or merger, 
where the amount so applied does not exceed the 
successor pool immediately after that time for the 
obligation and in respect of the particular 
amount; 


(b) the cumulative Canadian exploration expense 
(within the meaning assigned by subsection 
66.1(6)) of the debtor; 


(c) the cumulative Canadian development ex- 
pense (within the meaning assigned by subsection 
66.2(5)) of the debtor; 


(d) the cumulative Canadian oil and gas property 
expense (within the meaning assigned by subsec- 
tion 66.4(5)) of the debtor; and 


(e) the total determined under paragraph 66(4)(a) 
in respect of the debtor, where 


(i) the debtor is resident in aaah Set am 
that year, and 


(ii) the amount so applied does not exceed 
such portion of the total of the debtor’s for- 
eign exploration and development expenses 
(within the meaning assigned by subsection 
66(15)) as were incurred by the debtor before 
that time and would be deductible: under sub- 
section 66(4) in computing the debtor’s in- 
come for that year if the debtor had sufficient 
income described in subparagraph 66(4)(b)(ii) 
and if that year ended at that time. 
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Related Provisions: 66(4)(a)(iii) — Reduction in claim for for- | 
eign exploration and dexelepment expenses; 66.1(6)° ‘cumulative | 
Canadian exploration expense’J.1.— Reduction..in CCEE; { 
66.2(5)“cumulative Canadian development expense”M.1 — Reduc- | 
tion in CCDE; 66.4(5)“cumulative Canadian oil and gas property 
expense’ T.1 — Reduction in CCOGPE; 66.7(2)(a)(ii), 66. 7(3)(a)(ii), 
66.7(4)(a)(iv), 66.7(5)(a)(iii) — Reductions in successor pools; | f 
80(2)(c) — Order of application of rules; 80(2)(m) — Reduction | 
cannot exceed the resource expenditures reduced; 80(13)D(a) — In- | 
Designation by ; 
Revenue, Canada, where debtor, fails to designate; 80.04(4)(b) — | 
Transfer of forgiven amount after maximum designations; | 
220(3.21) — Late filing, amendment or revocation’ of Secenae | 
256(7)—(9) — Whether control acquired. | 


Forms: T2153: Designations under para. 80(2)(i) for forgiven ) 
debts; T2154: Application of designated forgiven debt under Sec. | 
80. 


! 


(9) Reductions of adjusted cost bases of 


capital properties — Where a commercial obliga- 
tion issued by a debtor is settled at any time and 
amounts have been designated under subsections (5), | 
(7) and (8) to the maximum extent permitted in re- | 
spect of the settlement, subject to subsection (18) 


(a) the remaining unapplied portion of the for-— 
given amount at that time in respect of the obliga-_ 
tion shall be applied (to the extent designated in a 
prescribed form filed with the debtor’s return of 

_ income under this Part for the taxation year that 
includes that time).to reduce immediately after 
that time the adjusted cost bases to the debtor of 
capital properties (other than shares of the capital 
stock of corporations of which the debtor is a 
specified shareholder at that time, debts issued by 
corporations of which the debtor is a specified 
shareholder at that time, interests in partnerships 
that are related to the debtor at that time, depre- 
ciable property that is not of a: prescribed class, 
personal-use properties and excluded properties) 
that are owned by. the debtor immediately after 
that time; 


(b) an amount may va applied under this subsec- 
tion to reduce, immediately after that time, the 
capital cost to the debtor of a depreciable prop- 
erty of a prescribed class only. to. the extent. that 


(1) the capital cost immediately after that time 
to the debtor of the property (determined 
without reference to the settlement of the obli- 
gation at that time) 


exceeds AA Sa 
(11) its capital cost immediately after that time 
to the debtor. for the purposes of paragraphs 
8(1)G) and (p), sections 13> and 20 and any 
regulations made for the purpose of paragraph 


20(1)(a) (determined without reference to: the 
settlement of the obligation at that time); and 


(c) for the purposes of paragraphs 8(1)(Q) and (p), 
sections 13 and 20 and any regulations made for 
the purpose of paragraph 20(1)(a), no amount 
shall be considered to have been pi nt under 
this subsection. 
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Related Provisions: 53(2)(g.1)— Reduction in adjusted cost 
base; 80(2)(c) — Order of application of rules; 80(2)(m) — Reduc- 
tion cannot exceed ‘the adjusted cost base; 80(10), (11) — ‘Reduction 
of ACB of certain shares, debt ‘and pafttnership interests ; 
80(13)D(a) — Income inclusion of remaining balance; 80(16) — 
Designation by Revenue Canada where debtor fails to designate; 
80(18) — Limitation on designation by partnership; 80.04(4)(b) 
Transfer of forgiven amount after maximum designations; 96(3) — 
Designation by members of partnership; 220(3.21) — Late filing, 
amendment or revocation of designation. 


Regulations: 1105 (prescribed classes. of depreciable property). 


Forms: T2153: Designations under para. 80(2)(i) for forgiven 
debts; T2154: Application of designated forgiven debt under sec. 
80: 


(10) Reduction of adjusted: cost bases of 
certain shares and debts — Where a commer- 
cial obligation issued by a debtor is settled at any 
time in a taxation year and amounts have been desig- 


nated by the debtor under. subsections (5), (7), (8) | 


and (9) to the maximum extent permitted in respect 
of the settlement, subject to subsection (18) the re- 
maining unapplied portion of that forgiven amount 
shall be applied (to the extent that it is designated in 
a prescribed form filed with the debtor’s return of-in- 


come under: this Part'for the year)’ to reduce immedi- | 


ately after that time the adjusted cost bases to the 
debtor of capital properties, owned by the debtor im- 
mediately after that time, that are shares of the. capi- 
tal stock of corporations of which the debtor is a 
specified shareholder at that time and debts issued by 
corporations of which the debtor is a specified share- 
holder at that time (other than shares of the capital 
stock. of. corporations, related to the, debtor. at that 


time, debts-issued. by corporations related to the | 


debtor at that time and excluded properties). 


Related Provisions: 53(2)(g.1) —-Reduction in adjusted cost 
base; 80(2)(c) —.Order of application of ,rules;.80(2)(m) — Reduc- 
tion cannot exceed the adjusted cost base; 80(11) — Reduction of 
ACB of certain shares, debt and partnership interests; 80(13)D(a) — 
Income inclusion of remaining balance; 80(16) — Designation by 
Revenue Canada where debtor fails to designate; 80(18) — Limita- 
tion on designation by partnership; 80.04(4)(b) — Transfer of for- 
given amount after maximum designations; 96(3) —- Designation by 
members of partnership; 220(3.21) — Late filing, amendment or 
revocation of designation. 


Forms: T2153: Designations under para.°80(2)(i) for forgiven 
debts; T2154: Application of designated forgiven debt-under sec. 
80. 


(11) Reduction of adjusted cost bases of 


certain shares, debts and partnership inter- 
ests — Where a commercial obligation issued by a 
debtor is settled at any time in a taxation year and 
amounts have been designated by the debtor under 
subsections (5), (7), (8), (9) and (10) to the maxi- 
mum extent permitted in respect of the settlement, 
subject to subsection (18) the remaining unapplied 
portion of that forgiven amount shall be applied (to 
the extent that it is designated:in a prescribed form 
filed with the debtor’s return of income under this 
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Part for the year) to'reduce immediately after that 
time the adjusted cost bases ‘to the debtor of 


(a) shares: and debts that are capital properties 
(other than excluded properties and properties the 
adjusted cost bases of which are reduced at that 
time under subsection (9) or (10)) of the debtor 
immediately after that time; and 


(b) interests in partnerships that are related to the 
debtor at that time that are capital properties 
(other than excluded properties) of the debtor im- 
mediately after that time. 
Related Provisions; 53(2)(g.1)— Reduction in adjusted cost 
base; 80(2)(c) — Order of application of rules; 80(2)(m) — Reduc- 
tion cannot exceed the adjusted cost base; 80(13)B(a) — Income in- 
clusion where reductions in ACB are excessive; 80(16) — Designa- 
tion by Revenue Canada where debtor fails to designate; 80(18) — 
Limitation on designation by partnership; 80.03 — Gains on -subse- 
quent dispositions; 96(3) — Designation by members of partner- 
ship; 220(3.21) —Late filing,amendment or revocation of 
designation. 


Forms: T2153: Designations under para. 80(2)(i) for forgiven 
debts; T2154: Application of designated forgiven debt under sec. 
80. : 


(12) Capital gain where current year capital 
loss — Where a commercial obligation issued by a 
debtor (other than a partnership) is settled at any 
time in a taxation year and amounts have been desig- 
nated by the debtor under subsections (5), (7), (8) 
and (9) to the maximum extent permitted in respect 
of the settlement, 


(a) the debtor shall be deemed to have a capital 
gain for the year from the disposition of capital 
property (or, where the debtor is non-resident at 
the end of the year, taxable Canadian property), 
equal to the lesser of 


~ (4) the remaining unapplied portion of the for- 
given amount at that time in respect of the ob- 
ligation, and 


(ii). the amount, if any, by wichy the total of 


(A) all of the debtor’s capital losses for the 
year from the dispositions of properties 
(other than listed personal properties and 
excluded properties), and 


(B) “/s of the amount that would, because 
of subsection 88(1.2), be deductible under 
paragraph 111(1)(b) in computing the 
debtor’s taxable income for the year, if the 
debtor had sufficient income and taxable 
capital gains for the year, 


exceeds the total of 


(C) all of the debtor’s capital gains for the 
year from the dispositions of such proper- 
ties (determined without reference to this 
subsection), and 


(D) all amounts each of which is an 
amount deemed by this subsection to be a 
capital gain of the debtor for the year as a 
consequence of the application of this sub- 
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section to other commercial obligations 
settled before that time; and 


(b) the forgiven amount at that time in respect of 
the obligation shall be considered: to have been 
applied under this subsection to the extent of the 
amount deemed by this subsection to be a capital 
gain of the debtor for the year as a consequence 
of the application of this subsection to the settle- 
ment of the obligation at that time. 


Related Provisions: 80(2)(c) — Order of application of rules. 


(13) Income inclusion — Where a commercial 
obligation issued by a debtor is settled at any time in 
a taxation year, there shall be added, in computing 
the debtor’s income for the year from the source in 
connection with which the obligation was issued, the 
amount determined by the formula 


(A+B-C-D)xE 
where 


A. is the remaining unapplied portion of the forgiven 
amount at that time in respect of the obligation, 


B. is the lesser of 


(a) the total of all amounts designated under 
subsection (11) by the debtor in respect of the 
settlement of the obligation at that time, and 


(b) the residual balance at that time in respect 
of the settlement of the obligation, 


C is the total of all amounts each of which is an 
amount specified in an agreement filed under sec- 
tion 80.04 in respect of the settlement of the obli- 
gation at that time, 


D is 
(a) where the debtor has designated amounts 
under subsections (5), (7), (8), (9) and (10) to 


the maximum extent permitted in respect of 
the settlement, the amount, if any, by which 


(1) the total of all amounts each of which is 
an unrecognized loss at that time, in re- 
spect of the obligation, from the disposi- 
tion of a property 

exceeds 


(ii) *%/3 of the total of all amounts each of 
which is an amount by which the amount 


determined before that time under this sub- — 


section in respect of a settlement of an ob- 
ligation issued by the debtor has been re- 
duced because of an amount determined 
under this paragraph, and 


(b) in any other case, nil, and 


(a) where the debtor is a partnership, 1, and 
(b) in any other case, 0.75. 


Related Provisions: 4(1) — Income from a source; 12(1)(z.3) — 
Inclusion into income from-business or property; 28(1)(d) — Inclu- 
sion in farming or fishing income when using cash method ; 
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61.2-61.4 — Reserves to offset amount included under. 80(13); 
66.7(1)(b)Gii), 66.7(2)(b)Qv), 66.7(3)(b)(iii), 66.7(4)(b) (ii), 
66.7(5)(b)(iii) — Resource expenditures — reduction. in. successor 
pools; 80(2)(c) — Order of application of rules; 80(14) — Determi- 
nation of residual balance; 80(16) — Designation by Revenue Can- 
ada to reduce reserve under 61.2; 80.04(8) — Where corporations 
become related in order to transfer forgiven amount; 95(1)“‘foreign 
accrual property income” A. 1 — “3 inclusion in FAPI; 137.1010) — 
Settlement of debts by deposit insurance corporation; 257 — 
Formula cannot calculate to less than zero. 


History: Para. (b) of the description of B in subsec. 80(13) 
amended by 1998, c. 19, subsec. 111(3), applicable to taxation years 
that end after February 21, 1994. The para. formerly read: 


(b) the total of 


(i) the residual balance at that time in respect of the set- 
tlement of the obligation, and 


(ii) the amount, if any, by which the amount determined | 
for C in respect of the settlement exceeds the amount de-- 
termined for A in respect of the settlement, 


Interpretation Bulletins: See list at end of s. 80. 
Information Circulars: See list at end of s. 80. 


Advance Tax Ruling: ATR-27: Exchange and acquisition of in- 
terests in capital properties through rollovers and winding-up 
(“butterfly”). 5 


(14) Residual balance — For the purpose of sub- 
section (13), the residual balance at any time. in a 
taxation year in respect of the settlement of a partic- 
ular commercial obligation issued by a debtor is the 
amount, if any, by which 


(a) the gross tax attributes of directed persons at 
that time in respect of the debtor 


exceeds the total of 


(b) the value of A in subsection (13) in respect of 
the settlement of the particular obligation at that 
time, ADS: { 

(c) all amounts each of which is 


(i) the amount, if any, by which the value of A 
in subsection (13) in respect of a settlement 
before that time and in the year of a commer- 
cial obligation issued by the debtor exceeds 
the value of C in that subsection in respect of 
the settlement, 


(ii) the value of A in subsection (13) in re- 
spect of a settlement of a commercial obliga- 
tion that is deemed by paragraph 80.04(4)(e) 
to have been issued by a directed person in re- 
spect of the debtor because of the filing of an 
agreement under section 80.04 in respect of a 
settlement before that time and in the year of a 
commercial obligation issued by the debtor, or 


(iii) the amount specified in an agreement 
(other than an agreement with a directed per- 
son in respect of the debtor) filed under sec- 
tion 80.04 in respect of the settlement before 
that time and in the year of a commercial obli- 
gation issued by the debtor, and 


(d) all amounts each of which is an amount in re- 
spect of a settlement at a particular time before 
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» that time and in the year of a commercial obliga- 
tion issued by the debtor equal to the least. of 


(i) the total of all amounts designated under 
subsection (11) in respect of the settlement, 


(11) the residual balance of the debtor at the 
particular time, and 


(i11) the amount, if any, by which the sum of 
the values of A and B in subsection (13) in 
respect of the settlement exceeds the value of 
C in that subsection in respect of the 
settlement. 


Related Provisions: 80(14.1)— Meaning of “gross tax 
attributes”. 


History: Subsec. 80(14) amended by 1998, c. 19, subsec. 111(4), 
applicable to taxation years that end after February 21, 1994. The 
subsec. formerly read: 


(14) For-the purpose of subsection (13), the residual balance 

_at any time in a taxation year in respect of the settlement of a 
particular commercial obligation issued by a debtor is the 
amount, if any, by which the total of 


(a) all amounts each of which is an amount that would be 
applied under any of subsections (3) to (10) and (12) in 
respect of the settlements of separate commercial obliga- 
tions issued by directed persons at that time in-respect of 
the debtor if 


(i) those obligations were issued at that time by those 
directed persons and were settled immediately after 
that time, 


(ii) an amount equal to the forgiven amount at that 
time in respect of the particular obligation were the 
forgiven amount immediately after that time in re- 
spect of each of those: obligations, 


(111) amounts were designated under subsections (5), 
(7), (8), (9) and (10) by those directed persons to the 
maximum extent permitted in respect of the settle- 
ment of each of those obligations, and 


(iv) no amounts were designated under subsection 
(11) by any of those directed persons in respect of 
the settlement of any of those obligations, and 


(b) where the debtor is a partnership, all amounts each of 
which is '/4 of an amount deducted because of paragraph 
(c) or (d) in computing the residual balance at that time in 
respect of the settlement of the particular obligation, 


exceeds the total of 


(c) all amounts each of which is “/s of the amount that 
would be included under subsection (13) in computing 
the debtor’s income for the year in respect of the settle- 
ment at or before that time of a commercial obligation 
issued by the debtor if the amounts determined for B and 
D in subsection (13) were nil, 


(d) all amounts each of which is */3 of an amount that 
would, if the amount determined for D in subsection (13) 
were nil, be included under subsection (13) in computing 
the income of any of those directed persons in respect of 
the settlement of an obligation that is deemed by para- 
graph 80.04(4)(e) to. have been issued by the. directed 
person because of the filing of an agreement under sec- 
tion 80.04 in respect of the settlement at or before that 
time and in the year of a commercial obligation issued by 
the debtor, 


(e) all amounts each of which is an amount specified in 
an agreement (other than an agreement with any of those 
directed persons) filed under section 80.04 in respect of 


S. 80(15)(b) 


the setthement at or before that time and in the year-of a 
commercial obligation issued by the debtor, and 


(f) all amounts each of which is the lesser of 


(1) the total of all amounts designated under subsec- 
tion (11) in respect of the settlement before that time 
and in the year of another commercial obligation is- 
sued by the debtor, and 


(i1) the residual balance of the debtor at that previous 
time. 


(14.1) Gross tax attributes — The gross tax at- 
tributes of directed persons at any time in respect of 
a debtor means the total of all amounts each of 
which is an amount that would be applied under any 
of subsections (3) to (10) and (12) in respect of a 
settlement of a separate commercial obligation (in 
this subsection referred to as a “notional obligation’’) 
issued by directed persons at that time in respect of 
the debtor if the following assumptions were made: 


(a) a notional obligation was issued immediately 
before that time by each of those directed persons 
and was settled at that time; 


(b) the forgiven amount iat that time in respect of 
each of those notional obligations was equal to 
the total of all amounts each of which is a for- 
given amount at or before that time and in the 
year in respect of a commercial obligation issued 
by the debtor; 


(c) amounts were designated under subsections 
(5), (7), (8), (9). and (10) by each of those di- 
rected persons to the maximum extent permitted 
in respect of the settlement of each of those no- 
tional obligations; and 


(d) no amounts were designated under subsection 
(11) by any of those directed persons in respect 
of. the settlement. of any of, the. notional 
obligations. 


History: Subsec. 80(14.1) added by 1998, c. 19, subsec. 111(4), 
applicable to taxation years that end after February 21, 1994. 


(15) Members of partnerships — Where a com- 
mercial debt obligation issued by a partnership (in 
this subsection referred to as the “partnership obliga- 
tion’’) is settled at any time in a fiscal period of the 
partnership that ends in a taxation year of a member 
of the partnership, 


(a) the member may deduct, in computing the 
member’s income for the year, such amount as 
the member claims not exceeding the relevant 
limit in respect of the partnership obligation; 


(b) for the purpose of paragraph (a), the relevant 
limit in respect of the partnership obligation is the 
amount that would be included in computing the 
member’s income for the year as a consequence 
of the application of subsection (13) and section 
96 to the settlement of the partnership obligation 
if the partnership had designated amounts under 
subsections (5), (7), (8), (9) and (10) to the maxi- 
mum extent permitted in respect of each obliga- 
tion settled in that fiscal period and if income 
arising from the application of subsection (13) 
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were from a source of income separate from any 
other sources of partnership income; and 


(c) for the purposes of this section and section 
80.04, 


(i) the member shall be deemed to have issued 
a commercial debt obligation that was settled 
at the end of that fiscal period, 


(ii) the amount deducted under paragraph (a) 
in respect of the partnership obligation in 
computing the: member’s income shall ‘be 
treated as if it were the forgiven amount at the 
end of that fiscal period in respect of the obli- 
gation referred to in subparagraph (4), 


(i11) subject to subparagraph (iv), the obliga- 
tion referred to in subparagraph (i) shall be 
deemed to have been issued at the same time 
at which, and in the same circumstances in 
which, the partnership. obligation was issued, 


(iv) where the member is a corporation the 
control of which was acquired at a particular 
time that is before the end of that fiscal period 
and before the corporation became a member 
of the partnership and the partnership obliga- 
tion was issued before the particular time, 


(A) subject to the application of this sub- 
paragraph to an acquisition of control of 
the corporation after the particular time 
and before the end of that fiscal period, the 
obligation referred to in subparagraph (i) 
shall be deemed to have been issued by the 
member after the particular time, and 


(B) paragraph (e) of the definition “rele- 
vant loss balance” in subsection (1), para- 
graph (f) of the definition “successor pool” 
in that subsection and paragraph (b) of the 
definition “unrecognized loss” in that sub- 
section do not apply in respect of that ac- 
quisition of control, .and 


(v) the source in connection with reali bi the 
obligation ‘referred to in subparagraph (i) was 
issued shall be deemed to be the source in 
connection with which the partnership obliga- 
tion was issued. 
Related Provisions: 4(1)— Income from a source: 20(1)(uu) — 
Deduction for amount allowed under para. 80(15)(a); 61.2:A(b) — 
Effect. of para. 80(15)(a) on reserve for individuals; 61.2;:A(b), 
61.3(1)(a)Gi), 61.3(2)(a)Gi), 61.4(a)AGi) — Reserye in respect of 
debt forgiven; 80(1) — “Person” includes a partnership; 80(2)(n) — 
Commercial debt obligation issued by partner — deemed issued by 
partnership; 80(13)E(a) — Income: inclusion where debtor is  part- 
nership; 80(14)(b) — Residual balance: where debtor is partnership; 
80(18) — Limitation on designation by partnership; 96(3) — Desig- 
nation by members of partnership; 256(7) — Whether control ac- 
quired; 256(8) — Deemed acquisition of shares. 


(16) Designations by Minister — Where a com- 
mercial obligation issued by a debtor is settled at any 
time in a taxation year and, as a consequence of the 
settlement an amount would, but for this. subsection, 
be deducted under section 61.2 or 61.3 in computing 
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the debtor’s income for the year and\the debtor has 
not designated’ amounts under subsections (5) to (11) 
to the maximum extent possible in. respect of the 
settlement, 


(a) the Minister may designate amounts under 
subsections (5) to (11) to the extent that the 
debtor would have been permitted to )_ designate 
those amounts; and 


(b) the amounts designated by the Minister shall, 
except for the purpose of this subsection, be 
deemed to have been designated by the debtor as 
required by subsections (5) to (11). 


(17) [Repealed] 


Related Provisions: 4(1) — Income from a source; 12(1)(z.3),— 
Inclusion in income from business or property; 28(1)(d) — Inclu- 
sion in farming or fishing income when using cash method ; 
66.7(1)(b) (Gil), 66.7(2)(b)Gv), 66.7(3)(b) (iii), | 66.7(4)(b)Gii), 

66.7(5)(b)(iii) — Resource expenditures — reduction in successor 
pools. 


History: Subsec. 80(17) repealed by 1998, c. 19, subsec. 111(5), 
applicable to taxation years that end after ‘February 21, 1994. The 
subsec. formerly. read: 


(17) Income inclusion where resid baisiice a positive 
amount — Where a commercial obligation issued by ‘a cor- 
poration is settled at any time in a taxation year and, as a con- 
sequence of the settlement an amount is deducted under sec- 
tion 61.3 in computing the corporation’s income for the year, 
unless the corporation has commenced to wind up on or 
before the day that is 12 months after the end of the year there 
shall be added in computing the corporation’s income for the 
year from the source in connection with which the obligation 
was issued 50% of the lesser of ; 


(a) the total of all amounts designated under subsection 
(11) by the corporation in respect of the settlement of the 
obligation at that time, and 


(b) the amount, if any, by which the lesser of 


_. G) the residual balance (within the meaning assigned 
_ by subsection (14)) of the corporation at that time in 
respect of the settlement of the obligation, and 


(ii) the amount, if any, by which the amount de- 
ducted under section 61.3 in computing the corpora- 
tion’s income. for the year exceeds the amount, if 
any, deducted because of paragraph 37(1)(f.1) in de- 
termining the balance determined under subsection 
37(1) in respect of the corporation after the year be- 
cause of an amount deducted under section 61.3 in 
computing the corporation’s income for the year 


exceeds the total of all amounts included because of this 
subsection in computing the corporation’s income for the 
year in respect of a settlement before that time of a com- 
mercial obligation issued by the corporation. ' 


(18) Partnership designations — Where a com- 
mercial obligation issued by a partnership is settled 
at any time after December 20, 1994, the amount 
designated under subsection (9), (10) or (11) in re- 
spect of the settlement by the partnership to reduce 
the adjusted cost base of a capital property acquired 
shall not exceed the amount, if any, by which the ad- 
justed cost base at that time to the partnership of the 
property exceeds the fair market value at that time of 
the property. 
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History [s. 80]: S: 80 substituted by 1995, c; 21, s.°27, applicable 
to taxation years that end after February 21; ;1994, except that, 


(a) the amended section does not, other than for the purposes of 
subsections 6(15) and (45.1) and 15(1.2) and (1.21), and section 
79, apply. to any obligation settled or.extinguished 


(i) before February 22, 1994, 
(ii) after February 21, 1994 


~ (A) under the terms of an agreement’in tab pie entered 


into on or before that date, or 


(B) under the tetms of any amendment’ to’ such an 
agreement, where that amendment was entered into in 
writing before July 12, 1994 and the amount of the set- 
tlement or extinguishment was not substantially greater 
than the settlement or extinguishment pees under 
the terms of the agreement, 


(iii) before 1996 pursuant to a restructuring of debt in cons 


nection with a proceeding commenced in a court in Canada 
before, February 22, 1994, 


(iv) before 1996 in connection with a anode (cg notice of 

intention to make a proposal) that was filed under the Bank- 

ruptcy and Insolvency Act, or similar legislation: of a coun- 
. try other than Canada, before February. 22, 1994, or 


(v) before, 1996 in connection with a written offer that was 
made by, or communicated to, the holder of the LFA 
before February 22, 1994; 


(b) in its application with respect to interest accruing ‘before 
July 14, 1990, the words “was deductible” in paragraph 
80(2)(b), shall.be read.as “was deducted”; and ‘ 


(c) a form referred to in section 80 shall be deemed to have 
been filed on-a timely basis if it is filed with the Minister of 
National Revenue before 1996. 

History [former s. 80]: subsec. 80(4) 


Subsec.. 80(4) substituted by 1994, c. Ty Sch, I (1991, c. 49), s S. 58, 
applicable to interest in respect of debts or other obligations settled 
or extinguished after May 9, 1985, except that, in its application to 
interest accruing before. faly 14, 1990, the subsec. shall be read as 
follows: 


(4) For the purposes 3 subsections (1) and (3), an amount of 
interest in respect of a debt or other obligation of a taxpayer 
shall be deemed to be a debt or other obligation issued by the 
taxpayer that, 


(a) has a principal amount, and 
(b), was issued, by the taxpayer for an amount, 


equal to the portion of the amount of the interest that was 
deducted, or would, but for subsection 18(2) or (3.1) or sec- 
tion 21, be deductible, in computing’the’ taxpayer’s' income 
under this. Part for a taxation year, 


Subséc. (4) formerly read: 


(4) Principal for interest ndyabiaed BE the purposes of 
subsections (1) and (3), an amount of interest payable by a 
taxpayer on a debt or! other obligation shall be deemed. to 
have a principal amount equal to the portion thereof that was 
deducted, or would, but for subsection 18(2) or (3. 1) or sec- 
tion 21, have been deductible, in computing the taxpayer’s 
income for a taxation year under this Part. 


Pre-RSC History [former s. 80]: subsec. 80(1) 
Para. 80(1)(f) substituted by 1987, c. 46, s. 27, applicable to 1983 et 
seq. Para. (f) formerly read: 


(f) the excess is otherwise required to be included in comput 
~ ing his income for the year or to be deducted in computing © 
the capital cost to him of any depreciable’ property or the ad- 

justed cost base to him of any capital property, 


Para. 80(1)(d) substituted, paras. 80(1)(g) and (h) added by 1985, c. 


45, subsecs. 37(1), (2), applicable with respect to debts and obliga~ 


S. 80 


tions settled or peruse after “we 9, 1985. Para. (d) formerly 
read: 


(d) the debt or obligation was such that, if interest had been. 
paid by the taxpayer in respect of it, no deduction would have 
been permitted by this Part in respect of that interest in com- _ 
puting the taxpayer’s income, 
Subpara. 80(1)(a)(G.1) added by 1984, c. 1, s.. 35, applicable to 1983 
et seq. : 
S, 80 renumbered. as subsec. 80(1) by 1980-81-82-83, c; 140, sub- 
sec. 43(1), applicable after November 12, 1981. 
Para. 80(1)(f) substituted by 1973-74, c: 14, s. 21, appeals to 
1972 et seq. 
subsec. 80(2) 
Subsec. 80(2) added by ,1980-81-82- 83,.¢ 140, subsec. 43(2), appli- 
cable to amalgamations occurring after November 12, 1981. 
subsec. 80(3) 


Subsec. 80(3), substituted by. 1985, c. "48: subsec. 37(3), applicable 
with Tespect to debts and other obligations settled or extinguished 
after 1983 except that an election under subsec. 80(3) in respect of 


the settlement or extinguishment of a debt or other obligation of a 


parent to pay an amount to a subsidiary, may be filed in prescribed 
form at any time on or before the day that is the later of 


(a) the day on or before, which it would. be peauuted by subsec. 
-80(3). to be filed, and! 


’ (b) December 31, 1986. 
Subsec. (3) formerly read: 


(3) Deemed settlement on winding- up — Where there has 
been..a winding-up to which subsection 88(1) applies and a 
debt or other obligation of the subsidiary to pay an amount to 
the parent is settled or extinguished on ithe winding-up with- 
out any payment by the subsidiary or by the payment of an. 
amount less than,both the principal amount of the debt or ob- 
‘ligation and the amount that would have. been the parent’s 
cost amount of the debt or obligation immediately before the 
winding-up if the definition “cost amount” in section 248 
were read without reference to paragraph (e) thereof, the debt 
or obligation shall.be deemed to have been settled or extin- 
guished on the winding-up by a payment made by the subsid- 
iary and received by the parent of an amount equal to the 
amount that would have been the parent’s cost amount of the 
‘debt or obligation immediately before ‘the winding-up if the 
definition “cost amount” in section 248 were read without 
reference to ‘paragraph (e) thereof, if the parent so elects in 
prescribed form on or before the day the parent is required to 
file a return of income pursuant to section 150 for the taxation 
year in which the debt or GSH EaeFOND) was. settled or 
extinguished. 


Subsec. 80(3) added by 1980-81-82-83, c. 140, subsec. 43(2), appli- 
cable by 1984, c. 1, s. 110 (deemed in force on March 30, 1983), to 
windings-up occurring after November 12, 1981, except that an 
election under subsec. 80(3) may be made at any time before 1984. 


subsec. 80(4) 


Subsec. 80(4),added, by 1985, c. 45, subsec. 37(4), applicable with 
respect to debts and obligations settled or extinguished. after May 9, 
1985. 


_ Selected Cases [former s. 80]: Central City Financial Services 
- Ltd. v. R, [1997] 3 C.T.C. 2949 (TCC) (Mere assignment of debt is 


not a settlement of it); Wigmar Holdings Ltd. v..R., [1997] 2.C.T.C: 
263 (FCA) (Test in section 80 is legal settlement or extinguishment 
of particular debt in legally binding form); Queenswood Associates 
Ltd. v. R., [1997] 2 C.T.C. 2688 (TCC) (Forgiveness of debt related 
to inventory to be included in computation of income); ‘Molstad 


. Development Co. v. Canada, [1997] 2 C.T.C. 2360 (TCC) (Bor- 


rowed funds were capital, even if proceeds used to acquire 
inventory); Denthor Developments Ltd. v. Canada, [1997] 1°C.T-C. 
2075 (TCC) (No proceeds of disposition of land until land is sold); 
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Carma Developers Ltd. v. Canada, [1996] 3 C.T.C. 2029 (TCC) 
(“Settlement” means final settlement and extinguishment of debt 
from debtor’s perspective); King Rentals Ltd. v. Canada, [1995] 2 
C.T.C. 2612 (TCC) (Consideration for debt was amount of debt for 
which shares were issued and credit made to share capital, not fair 
market value of the debt). 


Definitions [s. 80]: “acquired” — 256(7)—(9); “adjusted cost 
base” — 54, 248(1); “amount” — 248(1); “applicable fraction” — 
80(2)(d);_ “bankrupt” — 248(1); “beneficially interested” — 
248(25); “business” — 80.03(7)(b)(ii1), 248(1); “Canada” — 255; 
“Canadian partnership” — 102(1), 248(1); “capital gain”, “capital 
loss” — 39(1), 248(1); “capital property” — 54, 248(1); “carried on 
in Canada” — 253; “commercial debt obligation” — 80(1); “‘con- 
trol” — 80(2)Q), 256(7)-(9); “controlled, directly or indirectly” — 
256(5.1); “corporation” — 248(1), Interpretation Act 35(1); “cost 
amount” — 248(1); “cumulative eligible capital” — 14(5), 248(1); 
“debtor” — 80(1); “depreciable property” — 13(21), 248(1); “di- 


rected person” — 80(1); “distress preferred share’, “eligible Cana- 


dian partnership”, “excluded obligation”, “excluded property”, ““ex- 
cluded security” — 80(1); “farm loss” — 111(8), 248(1); “fiscal 
period” — 249(2)(b), 249.1; “forgiven amount” — 80(1), 
80.01(8)(b), 80.03(7)(b)(i1); “gross tax attributes” — 80(14.1) 
“listed personal property” — 54, 248(1); “Minister” — 248(1); “net 
capital loss”, “non-capital loss” — 111(8), 248(1); “non-resi- 
dent” — 248(1); “non-resident-owned investment corporation” — 
133(8), 248(1); “ordinary non-capital loss” — 80(3)(a)(@); “partner- 
ship obligation” — 80(15); “person” — 80(1), 248(1); “personal- 
use property” — 54, 248(1); “prescribed”, “principal amount”, 
“property”, “regulation” — 248(1); “related” — 80(2)(Gj), 251(2); 
“relevant limit” — 80(15)(b); “relevant loss balance” — 80(1); 
“residual balance” — 80(14); “resident in Canada” — 250; “re- 
stricted farm loss’ —31,  248(1); “settled” — 80(2)(a), 
80.01(3)-(9), 80.02(2)(c), 80.02(7)(a), 80.03(7)(b)(G); “share” — 
248(1); “source” — 4(1), 80.03(7)(b)(iv); “specified share- 
holder” — 248(1); “successor pool” — 80(1); “taxable Canadian 
corporation” — 89(1), 248(1); “taxable Canadian property” — 
115(1)(b), 248(1); “taxable capital gain” — 38(a), 248(1); “taxable 
income” — 2(2), 248(1); “taxable income earned in Canada” — 
115(1), 248(1); “taxation year” — 11(2), 249; “trust” — 104(1), 
248(1), (3); “undepreciated capital cost” — 13(21), 248(1); “unrec- 
ognized loss” — 80(1); “writing” — Interpretation Act 35(1). 


1.T. Application Rules [s. 80]: 26(1.1) (debt outstanding since 
before 1972.). 


Interpretation Bulletins [s. 80]: IT-109R2: Unpaid amounts; IT- 
142R3: Settlement of debts on the winding-up of a corporation; IT- 
143R2: Meaning of “eligible capital expenditure”; IT-232R3: 
Losses — their deductibility in the loss year or in other years; IT- 
262R2: Losses of non-residents and part-year residents; IT-268R3: 
Inter vivos transfer of farm property to child; IT-293R: Debtor’s 
gain on settlement of debt; IT-382: Debts bequeathed or forgiven on 
death; IT-430R3: Life insurance proceeds received by a private cor- 
poration or a partnership as a consequence of death; IT-474R: 
Amalgamations of Canadian corporations; IT-488R2: Winding-up 
of 90%-owned taxable Canadian corporations. 


Information Circulars [s. 80]: 88-2, para. 23: General anti- 
avoidance rule — section 245 of the Income Tax Act; 88-2 Supple- 
ment, para. 6: General anti-avoidance rule — section 245 of the In- 
come Tax Act. 


80.01 (1) Definitions — In this section, 


“commercial debt obligation” has the meaning as- 
signed by subsection 80(1); 


“commercial obligation” has the meaning assigned 
by. subsection 80(1); 


“debtor” has the meaning assigned by subsection 
80(1); 
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“distress preferred share” has the meaning as- 
signed by subsection 80(1); 


‘forgiven amount” has the meaning assigned by 
subsection 80(1) except that, where an amount 
would be included in computing a person’s income 
under paragraph 6(1)(a) or subsection 15(1) as a con- 
sequence of the settlement of an obligation if the ob- 
ligation were settled without any payment being 
made in satisfaction of its principal amount, “‘for- 
given amount” in respect of that obligation has the 
meaning assigned by subsection 6(15.1) or 15(1.21), 
as the case may be; 


‘“‘person” has the meaning assigned by subsection 
80(1); 


“specified cost” at any time to a person of an obliga- 
tion means, 


(a) where the obligation is capital property of the 
person at that time, the adjusted cost base at that 
time to the person of the obligation, and 


(b) in any other case, the cost amount to the per- 
son of the obligation. 


(2) Application — For the purposes of this section, 


(a) paragraphs 80(2)(a), (b), (j), (1) and (n) apply; 
and 


(b) a person has a significant interest in a corpo- 
ration at any time if the person owned at that time 


(i) shares of the capital stock of the corpora- 
tion that would give the person 25% or more 
of the votes that could be cast under all cir- 
cumstances at an annual meeting of share- 
holders of the corporation, or 


(i1) shares of the capital stock of the corpora- 
tion having a fair market value of 25% or 
more of the fair market value of all the issued 
shares of the capital stock of the corporation 


and, for the purposes of this paragraph, a person 
shall be deemed to own at any time each share of 
the capital stock of a corporation that is owned, 
otherwise than because of this. paragraph, at that 
time by another person with whom the person 
does not deal at arm’s length. 


(3) Deemed settlement on amalgamation — 
Where a commercial obligation or another obligation 
(in this subsection referred to as the “indebtedness”’) 
of a debtor that is a corporation to pay an amount to 
another corporation (in this subsection referred to as 
the “creditor’’) is settled on an amalgamation of the 
debtor and the creditor, the indebtedness shall be 
deemed to have been settled immediately before the 
time that is immediately before the amalgamation by 
a payment made by the debtor and received by the 
creditor of an amount equal to the amount that would 
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have been the creditor’s cost amount of the indebted- 
ness at that time if 


(a) the definition “cost amount” in subsection 
248(1) were read without AAAS to paragraph 
'(e) of that definition; and- 


(b) that cost amount included amounts added in 
computing the creditor’s income in respect of the 
portion of the indebtedness representing unpaid 
interest, to the extent those amounts have not 
been deducted in computing the creditor’s in- 
come as bad debts in respect of that unpaid 
interest. 


Related Provisions: 80(3)-(13) — Treatment of obligation 
deemed to have been settled. 


(4) Deemed settlement on winding-up —- 
Where there is a winding-up of a‘subsidiary to which 
the rules in subsection 88(1) apply and 


(a) a debt or other obligation (in this subsection 
referred to as the “subsidiary’s obligation’) of the 
subsidiary to pay an amount to the parent, or 


(b) a debt or other obligation (in this subsection 
referred to as the “parent’s obligation”) of the 
parent to pay an amount to the subsidiary 


is, aS a consequence of the winding-up, settled at a 
particular time without. any payment of an amount or 
by the payment of an, amount that is less than the 
principal amount of the subsidiary’s obligation or the 
parent’s obligation, as the case may be, 


(c) where that payment is less than the amount 
that would have been the cost amount to the par- 
ent or subsidiary of the subsidiary’s obligation or 
the parent’s obligation immediately before the 
particular time if the definition “cost amount’ in 
subsection 248(1) were read without reference to 
paragraph (e) of that definition and the parent so 
elects in a prescribed form on or before the day 
on or before which the parent is required to file a 
return of income pursuant to section 150 for the 


taxation year that includes the particular time, the’ 


amount paid at that time in satisfaction of the 
principal amount of the subsidiary’s obligation or 
the parent’s obligation shall be deemed to be 
equal to the amount that would be the cost 
amount to the parent or the subsidiary, as the case 
may be, of the subsidiary’s obligation or the par- 
ent’s obligation ey before the particular 
time if 


(i) the definition “cost amount” in subsection 
248(1) were read without reference to para- 
graph (e) of that definition, and 


(ii) that cost amount included amounts added 
in computing the parent’s income or the sub- 
sidiary’s income in respect of the portion of 
the indebtedness: representing unpaid interest, 
to the extent that the parent. or the subsidiary 
has not deducted any amounts as bad debts in 
respect of that unpaid interest, and 


S. 80.01(6)(a)(i)(A) 


(d) for the purposes of applying section 80 to the 
subsidiary’s obligation, where property is distrib- 
uted at any time in circumstances to which para- 
_ graph 88(1)(a) or (b) applies and the subsidiary’s 
obligation is settled as a consequence of the dis- 
tribution, the subsidiary’s obligation shall be 
deemed to have been settled immediately before 
the time that is immediately before the time of 
the distribution and not at any later time. 
Related Provisions: 50(1)(b)(ji) — Deemed disposition of debt 
or shares on winding-up; 80(3)-(13) — Treatment of obligation 
deemed to have been settled; 80.01(5) — Where distress preferred 


share issued; 220(3.2), Reg. 600(b) — Late. tiling or revocation of 
election under 80.01(4)(c). 


Advance Tax Ruling: ATR-66: Non-arm’s length transfer of debt. 
followed by a -winding-up and a sale of shares. 


Forms: T2027: Election to deem amount of settlement of a debt or 
obligation. 


(5) Deemed settlement on winding-up — 
Where there is a winding-up of a subsidiary to which 
the rules in subsection 88(1) apply and, as a conse- 
quence of the winding-up, a distress preferred share 
issued by the subsidiary and owned by the parent (or 
a distress preferred share issued by the parent and 
owned by the subsidiary) is settled at any time with- 
out any payment of an amount or by the payment of 
an amount that is less than the principal amount of 
the share, 


(a). where the payment was. less than the adjusted 
cost base of the share to the parent or the subsidi- 
ary, as the case may be, immediately before that 
time, for the purposes of applying the provisions 
of this Act to the issuer of the share, the amount 
paid at that time in satisfaction of the principal 
amount of the share shall be deemed to be equal 
to its adjusted cost base to the parent or to the 
subsidiary, as the case may be; and 


(b). for the purposes of applying section 80 to the 
share, where property is distributed at any time in 
circumstances to which paragraph 88(1)(a) or (b) 
applies and the share is settled as a consequence 
of the distribution, the share shall be deemed to 
have been ‘settled immediately before the time 
that is immediately before the time of the distri- 
bution and not at any later time. 
Related Provisions: 50(1)(b)(ii) — Deemed disposition of debt 
or shares on winding-up; 80(3)—(13) — Treatment of obligation 
deemed to have been ‘settled; 80.02(2)(c) — Meaning of “settled” 
for distress preferred shares; 88(1)(b) — Determination of proceeds 
of disposition to parent. 


(6) Specified obligation in relation to debt 
parking — For the purpose of subsection (7), an 


_ obligation issued by a debtor is, at a particular time, 


a specified obligation of the debtor where 
(a) at any previous time (other than a time before 
the last time, if any, the obligation became a 
parked obligation before the particular time), 
(i) a person who owned the obligation 
(A) dealt at arm’s length with the debtor, 
and 
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(B) where the debtor is a corporation, did 
not have a significant interest in the debtor, 
or 


(ii) the obligation was acquired by the holder 
of the obligation from another person who 
was, at the time of that acquisition, not related 
to the holder or related to the holder only be- 
cause of paragraph 251(5)(b); or 


(b) the obligation is deemed by subsection 50(1) 
to be reacquired at the particular time. 
Related Provisions: 80(2)(j), 80.01(2)(a) — Special rules for de- 
termining the meaning of “related” and “arm’s length”; 80.01(7) — 
Meaning of “parked obligation”. 


(7) Parked obligation — For the purposes of this 
subsection and subsections (6), (8) and (10), 


(a) an obligation issued by a debtor is a “parked 
obligation” at any time where at that time 


(i) the obligation is a. specified obligation of 
the debtor, and 


(ii) the holder of the obligation 


(A) does not deal at arm’s length with the 
debtor, or 


(B) where the debtor is a corporation and 
the holder acquired the obligation after 
July 12, 1994 (otherwise than pursuant to 
an agreement in writing entered into on or 
before July 12, 1994), has a significant in- 
terest in the debtor; and | 


(b) an obligation that is, at any time, acquired or 
reacquired in circumstances to which subpara- 
graph (6)(a)(1i) or paragraph (6)(b) applies shall, 
if the obligation is a parked obligation immedi- 
ately after that time, be deemed to have become a 
parked obligation at that time. 

Related Provisions: 80(2)(j), 80.01(2)(a) — Special rules for de- 


termining the meaning of “related” and thence “arm’s length”; 
80.01(6) —.Meaning of “specified obligation”. 


(8) Deemed settlement after debt parking — 
Where at any particular time after February 21, 1994 
a commercial debt obligation that was issued by a 
debtor becomes a parked obligation (otherwise than 
pursuant to an agreement in writing entered into 
before February 22, 1994) and the specified. cost.at 
the particular time to the holder of the obligation is 
less than 80% of the principal amount of the obliga- 
tion, for the purpose of applying the provisions of 
this Act to the debtor 


(a) the obligation shall be deemed’ to have been 
settled at the particular time; and 


(b) the forgiven amount at the particular time in 
respect of the obligation shall be determined as if 
the debtor had paid an amount at the particular 
time in satisfaction of the principal amount of the 
obligation equal to that specified cost. 
Related Provisions: 40(2)(e.1), (e.2), (g)(ii) —Stop-loss rules 
on disposition of debt; 50(1)(a) — Deemed disposition of bad debt; 
79(3)F(b)(), (ii) — Where property surrendered to creditor; 
80(1)“*forgiven amount” B(g) — Debt forgiveness rules do not apply 
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if parked obligation subsequently forgiven; 80(3)—(13) — Treat- 


' ment of obligation deemed to have been settled; 80.01(7) — Mean- 


ing of “parked obligation”; 80.01(10) — Subsequent payments; 
80.01(11) — Foreign currency fluctuation to be ignored. 


(9) Statute-barred debt — Where at any particu- 
lar time after February 21, 1994 a commercial debt 
obligation issued by a debtor that is payable to a per- 
son (other than a person with whom the debtor 1s re- 
lated at the particular time) becomes unenforceable 
in a court of competent jurisdiction because of a stat- 


_utory limitation period and the obligation would, but 
for this subsection, not have been settled or extin- 


guished at the particular time, for the purpose of ap- 
plying the provisions of this Act to:the debtor, the 
obligation shall be deemed to have been settled at 
the particular time. ne | 

Related Provisions: 80(1)‘forgiven amount’B(g)— Debt for- 
giveness rules do not apply; 80(2)(), 80.01(2)(a) — Special rules 
for determining the meaning of “related”; 80(3)—(13) — Treatment 


of obligation deemed to have been settled; 80.01(10) — Subsequent 
payments; 80.01(11) — Foreign currency fluctuation. to be ignored. 


(10) Subsequent payments in satisfaction of 
debt — Where a commercial debt obligation issued 
by a debtor is first deemed by subsection (8) or (9) to 
have been settled ata particular time, at'a subsequent - 
time a payment is made by the debtor of an amount 
in satisfaction of the principal amount of the obliga- 
tion and it cannot reasonably be considered that one 
of the reasons the obligation became a parked obli- 


_ gation or became unenforceable, as the case may be, 


before the subsequent time was to have this subsec- 
tion apply to the payment, in computing the debtor’s 
income for the taxation year (in this subsection re- 
ferred to as the “subsequent year’) that includes the 
subsequent time from the source in connection with 
which the obligation was: issued, there may be de- 


ducted the amount determined’ by the formula 


07 AreeaBiediG 
where | 
A. is the amount of the payment, 
Bis the amount, if any, by which 
(a) the principal amount of the obligation, 
exceeds the total of | 


(b) all amounts éach of which is a forgiven 
amount at any time 


(i) in the period that began at the particular 
time and ended immediately before the 
subsequent time, and 


(ii) at which a particular portion of the ob- 
ligation is deemed by subsection (8) or (9) 
to be settled 


in respect of the particular portion, and 


(c) all amounts paid in satisfaction of the prin- 
cipal amount of the obligation in the period 
that began at the particular time and ended im- 
mediately before the subsequent time, and 
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C is the amount, if any, by which the total of » 


(a) all amounts deducted under section 61.3 in 
computing the debtor’s income for the subse- 
quent year or a preceding taxation year, 


(b) all amounts added because of subsection 
80(13) in computing the debtor’s income for 
the subsequent year or a preceding taxation 
year in respect of a settlement under subsec- 
tion (8) or (9) in a period during which the 
debtor was exempt from tax under this Part on 
its taxable income, and 


(c) all amounts added because of subsection 
80(13) in computing the debtor’s income for 
the subsequent year or a preceding taxation 
year in respect of a settlement under subsec- 
tion (8) or (9) in a period during which the 
debtor was non-resident (other than any of 
those’ amounts added in computing the 
debtor’s taxable income or taxable income 
earned in Canada) 


exceeds the total of 


(d) the amount, if any, deducted because of 
paragraph 37(1)(f.1) in. determining the bal- 
ance determined under subsection 37(1) in re- 
spect of the debtor immediately after the sub- 
sequent year, and 


(e) all amounts by which the amount deducti- 

ble under this subsection in respect of a pay- 

ment made by the debtor before the subse- 

quent time in computing the debtor’s income 

for the subsequent year or a preceding year 

has been reduced because of this description. 
Related Provisions: 3, 4(1)—JIncome from a_ source; 
20(1)(uu) — Deduction for amount allowed under subsec. 
80.01(10); 80.01(7) — Meaning of “parked obligation”; 
87(2)(.21) — Amalgamations — continuing corporation; 257 — 
Formula cannot calculate to less than. zero. 


(11) Foreign currency gains and losses — 
Where an obligation issued by a debtor is denomi- 
nated in a currency (other than the Canadian cur- 
rency) and the obligation is deemed by subsection 
(8) or (9) to have been settled, those subsections do 
not apply for the purpose of determining any gain or 
loss of the debtor on the settlement that is attributa- 
ble to a fluctuation in the value of the currency rela- 
tive to the value of Canadian currency. 

Related Provisions: 39(2) — Gain or loss on fluctuation of for- 
eign currency; 79(7) — Currency fluctuation where property surren- 


dered to creditor; 80(2)(k) — Determination of forgiven amount 
where obligation denominated in foreign currency. 


History [s. 80.01]: S. 80.01 added by 1995, c. 21, s. 27, applicable 
to taxation years that end after February 21, 1994, except that it 
does not, other than for the purposes of subsections 6(15) and (15.1) 
and 15(1.2) and (1.21) and section 79, apply to any obligation set- 
tled or extinguished 

(i) before February 22, 1994, 

(ii) after February 21, 1994 


(A) under the terms of an agreement in writing entered into 
on or before that date, or 


S. 80.02(2)(c) 


(B) under the terms of any amendment to such an agree- 

ment, where that amendment was entered into in. writing 

before July 12,1994 and the amount of the settlement or 

extinguishment was not substantially greater than the settle- 

ment or extinguishment provided under the terms of the 
~ agreement, 


(iii) before 1996 pursuant to a restructuring of debt in connec- 
tion with a proceeding commenced in a court in Canada before 
February 22, 1994, 


(iv) before 1996 in connection with a proposal (or notice of in- 
tention to make a proposal) that was filed under the Bankruptcy 
and Insolvency Act, or similar legislation of a country other 
than Canada, before February 22, 1994, or 


(v) before 1996 in connection with a written offer that was 

made by, or communicated to, the holder of the obligation 

before February 22, 1994. 
Definitions [s. 80.01]: “adjusted cost base” —54, 248(1); 
“amount” — 248(1); -“arm’s length” — 80(2)q), 80.01(2)(a), 
251(1); “capital property” — 54, 248(1); “commercial debt obliga- 
tion”, “commercial obligation” — 80(1), 80.01(1); “corporation” — 
248(1), Interpretation Act 35(1); “cost amount” — 248(1); “credi- 
tor” — 80.01(3); “debtor”, “distress preferred share” — 80(1), 
80.01(1); “forgiven amount” — 80(1), 80.01(1), 80.01(8)(b); “‘par- 
ent” — 88(1); “parked obligation” — 80.01(7); “person” — 80(1), 
80.01(1); “prescribed”, “principal amount” — 248(1); “related” — 
80(2)G), 80.01(2)(a), 251(2); “settled” — 80(2)(a), 80.01(3)-(9), 
80.02(2)(c), 80.02(7)(a); “significant interest” — 80.01(2)(b); 
“source” — 4(1); “specified cost” — 80.01(1); “specified obliga- 
tion” — 80.01(6); “specified shareholder” — 248(1); “subsidi- 
ary” — 88(1); “taxation year” — 249; “writing” — Interpretation 
Act 35(1). 


80.02 (1) Definitions — In this section, “commer- 
cial debt obligation”, “commercial obligation’, “dis- 
tress preferred share” and “person” have the mean- 


ings assigned by subsection 80(1). 


(2) General rules for distress preferred 
shares — For the purpose of applying the provi- 
sions of this Act to an issuer of a distress preferred 
share, . 


(a) the principal amount, at any time, of the share 
shall be deemed: to be the amount (determined at 
that time) for which the share was issued; 


(b) the amount for which the share was issued 
shall, at any time, be deemed to be the amount, if 
any, by which the total of 


(i) the amount for which the share was issued, 
determined without reference to this para- 
graph, and 

(ii) all amounts by which the paid-up capital 
in respect of the share increased after the 
share was issued and before that time 


exceeds 


(iii) the total of all amounts each of which is 
an amount paid before that time on a reduc- 
tion of the paid-up capital in respect of the 
share, except to the extent that the amount is 
deemed by section 84 to have been paid as a 
dividend; , 

(c) the share shall be deemed to be settled at such 

time as it is redeemed, acquired or cancelled by 

the issuer; and | 
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(d) a payment in satisfaction of the principal 
amount of the share is any payment made on a 
reduction of the paid-up capital in respect of the 
share to the extent that the payment would be 
proceeds of disposition of the share within the 
meaning that would be assigned by the definition 
“proceeds of disposition” in section 54 if that def- 
inition were read without reference to paragraph 
(j). ee 
Related Provisions: 80.02(3)(b), 80.02(5)(b) — Deemed 
amounts for purposes of subpara. 80.02(2)(b)(i). 


(3) Substitution of distress preferred share 
for debt — Where any part of the consideration 
given by a corporation to another person for the set- 
tlement or extinguishment at any time of a commer- 
cial debt obligation that was issued by the corpora- 
tion and owned immediately before that time by the 


other person consists of a distress preferred share is- 


sued by the corporation to the other person, 


(a) for the purposes of section 80, the amount 


paid at that time in satisfaction of the principal 


amount of the obligation because of the issue of | 


that share shall be deemed ‘to be equal to the 
lesser of 


(i) the principal amount of the obligation, and 
(ii) the amount by which the paid-up capital in 


respect of the class of shares that include that , 


share increases because of the issue of that 
share; and 
(b) for the purpose of subparagraph (2)(b)(1), the 
amount for which the share was issued shall be 
deemed to be equal to the amount deemed by par- 
agraph (a) to have been paid at that time.” 
Related Provisions: 80.02(2) — General rules. 


(4) Substitution of commercial debt 
obligation for distress preferred share — 
Where any part of the consideration given by a cor- 
poration to another person for the settlement at any 
time of a distress preferred share that was issued by 
the corporation and owned immediately before ‘that 
time by the other person consists of a commercial 


debt obligation issued by the corporation to the other — 


person, for the purposes of section 80 
(a) the amount paid at that time in satisfaction of 


the principal amount of the share because of the 


issue of that obligation shall be deemed to be 
equal to. the principal amount of. the obligation; 
and 


(b) the amount for which the obligation was. is- 
sued shall be deemed to be equal to its. principal 
amount. | 

Related Provisions: 80.02(2) — General rules. 


(5) Substitution of distress preferred share 
for other distress preferred share — Where 
any part of the consideration given by a corporation 
to another person for the settlement at any time of a 
particular distress preferred share. that was issued by 
the corporation and owned immediately before that 
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time by the other person consists of another, distress 
preferred share issued by the corporation to the other 
person, for the purposes of section 80 


(a) the amount paid at that time in satisfaction of 
the principal amount of the particular share be- 
cause of the issue of the other share shall be 
deemed to be équal to the amount by which the 
paid-up capital in respect of the class of shares 
that includes the other share increases because of 
the issue of the other share; and 
(b) for the purpose of subparagraph (2)(b)(i), the 
amount for which the other share was issued shall 
be deemed to be equal to the amount deemed by 
paragraph (a) to have been paid at that time. 
Related Provisions: 80,02(2) — General rules. 


(6) Substitution of © non-commercial 
obligation for distress preferred share — 
Where any part of the consideration given by a cor- 
poration to another person for the settlement at any 
time of a distress preferred share that was issued by 
the corporation and owned immediately before. that 
time by the other person consists of another share 
(other than a distress preferred share) or an obliga- 
tion (other than a commercial obligation) issued by 
the corporation to the other person, for the purposes - 
of section 80, the amount paid at that time in satis- 
faction of the principal amount of the distress pre- 
ferred share because of the issue of the other share or 
obligation shall be deemed to be equal: to the fair 
market value of the other share-or obligation, as the 
case may be, at that time. 


Related Provisions: 80.02(2) — General rules.) 


(7) Deemed settlement on expiry of term — 
Where at any time a distress preferred share becomes 
a share that is not a distress preferred share, for the 
purposes of section 80 


(a) the share shall be deemed to have been dextled 
immediately before that time; and 


(b) a payment equal to,the fair market value 4 
the share at that time shall be deemed to: have 
been made immediately. before that time, in satis- 
_ faction of the principal amount of the share. 


Related Provisions: 80(1)“distress preferred share”, 248(1)term 
preferred share”(e) ~- Maximum term of distress preferred share is 
5 years, 


History [s. 80.02]: S: 80.02.added by 1995, c. 2A, S. on applicable 
to taxation years that end after February 21, 1994, except that it 
does not, other than for the purposes of subsections 6(15) and (15.1) 
and 15(1.2):and (1.21) and section 79, apply to any a Sie set- 
tled or extinguished 


(i) before February 22, 1994, 
(11) after February 21, 1994 


(A) under the terms’of an agreement in writing gnieréd into 
on or before that date, or 


(B) under the terms of any amendment to’ such an ‘agree- 
ment, where that amendment was entered into in writing 
before July 12, 1994 and the amount of the settlement or 
extinguishment was not substantially greater than the Settle- 
ment or extinguishment provided under. the. terms of the 
agreement, 
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(iii) before 1996 pursuant to a restructuring of debt in connec- 
tion with a proceeding commenced in a court in Canada before 
February 22, 1994, 


(iv) before 1996 in connection with a proposal (or notice of in- 
tention to make a proposal) that was filed under the Bankruptcy 
and Insolvency, Act, or similar legislation of a country other 
than Canada, before February 22, 1994, or 


mA) before 1996 in connection with a written offer that was 
made by, or communicated to, the holder’ of the obligation 
before February 22, 1994; 


Definitions [s. 80.02]: “amount” — 80.02(2)(b), 248(1): “class of 
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shares” — 248(6); “commercial debt obligation”, “commercial obli- 
gation” — 80(1), 80.02(1); “corporation” — 248(1), Interpretation 
Act 35(1); “distress preferred share” — 80(1), 80.02(1); “divi- 
dend” — 248(1); “paid-up capital” — 89(1), 248(1); “payment in 
satisfaction” — 80.02(2)(d); “person” — 80(1), 80.02(1); “principal 
amount” —,80:02(2)(a), 248(1); “settled” 
80.02(2)(c), 80.02(7)(a); “s 23 


80.03 (1) [Definitions — In this section, “ccommer- 
cial debt obligation’, “commercial obligation”, “dis- 
tress preferred share”, “forgiven amount” and “per- 
son” have the meanings assigned by subsection 
80(1).]? 

History: Subsec. 80.03(1) accidentally deleted, instead of amended 
to repeal “taxable dividend”, by 1998, c. 19, subsec, 112), with 
the version in square brackets above to have been applicable to tax- 
ation years that end after February 21, 1994.°The subsec. formerly 
read: 

(1) In this section, . 


(a) “commercial debt obligation’, “commercial obliga- 
toni, “distress preferred share”, “forgiven amount” and ’ 
“person” have the meanings assigned by subsection 

80(1); and 


(b) “taxable dividend” does not include any capital gains 
dividends (within the meaning assigned: by subsection 
131(1)). 


(2) Deferred recognition of debtor’s gain on 
settlement of debt — Where at any time in a tax- 
ation year a person (in this subsection referred to as 
the “‘transferor”) surrenders a particular capital prop- 
erty (other than a distress preferred share) that is a 
share, a capital interest in a trust or an interest in a 
partnership, the person shall be deemed to have a 
capital gain from the disposition at that time of an- 
other capital property (or, where the particular prop- 
erty is a taxable Canadian property, another taxable 
Canadian property) equal to the amount, if. any; by 
which 


(a) the total of all amounts deducted under para- 
graph 53(2)(g.1) in computing the adjusted cost 
base to the transferor of the particular property 
immediately before that time 


exceeds the total of 


(b) the amount that would be the transferor’s cap- 
ital gain for the year from the disposition of the 
particular property if this Act were read without 
reference to subsection 100(2), and 
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(c) where, at the end of the year, the transferor is 
resident in Canada or is a non-resident person 
who carries on business in Canada through a 
fixed place of business, the amount designated 
under subsection (7) by the transferor in respect 
of the disposition, at that time or immediately af- 
ter that time, of the particular property. 
Related Provisions: 80.03(3) — Meaning of “surrender 
Extended meaning of carrying on business in Canada. 


”; 253. — 


(3) Surrender of capital, property — For the 
purpose of subsection (2), a person shall be consid- 
ered to have surrendered a Perpaety atvany time only 
where 


(a) in the case of a share of,the capital stock of a 
» particular corporation, 


(i) the person is a corporation that disposed of 
the share at that time and: the proceeds of dis- 
position of the share are determined under 
paragraph 88(1)(b), or 


(ii) the person is a corporation that owned the 
share at that time and, immediately after that 
time, amalgamates or. merges with the particu- 
lar corporation; 


(b) in the case of a capital interest in a trust, the 
person. disposed of the interest at that time and 
the proceeds of disposition are determined under 
paragraph 107(2)(c); and 


(c) in the case of an interest in a partnership, the 
person disposed of the interest at that time and 
the proceeds of disposition. are determined under 
paragraph 98(3)(a) or (5)(a). 


(4)-(6) [Repealed] 


History: Subsecs. 80.03(4) to (6). repealed. by 1998,,c. 19, subsec. 
112(2), applicabie to taxation years .that end after February 21, 
1994. The subsecs. formerly read: 


(4) Dispositions by corporations — Where at any time in a 
taxation year a corporation (in this subsection referred to as 
the “vendor’) disposes of a particular capital property that is 
a share, an interest in a partnership or. a capital interest in a 
trust, otherwise than by way of a disposition to which subsec- 
tion (2) or 53(6) applies, a disposition to another corporation 
in circumstances to which subsection 53(5) applies, or a dis- 
position the proceeds from’ which are determined under sub- 
section 47(1), section 86 or any of the provisions (other than 
subsection 97(2)) referred to in subsection 53(4), the vendor 
shall be deemed to have a capital gain from the disposition at 
that time of another capital property (or where the particular 
property is a taxable Canadian property, another taxable Ca- 
nadian property) equal to the amount, if any, by which the 
lesser of 


(a) all amounts deducted under paragraph 53(2)(g.1) in 
computing the adjusted cost, base to the vendor of the 
particular property immediately before that time, and 


(b) where the particular property 
(i) is a share, the total of all amounts each of which is 


(A) a taxable dividend on the share that was re- 
ceived in the specified period relating to the dis- 


7Subsec, 80.03(1) accidentally deleted by 1998, c. 19, subsec. 112(1). The Dept. of: Finance has confirmed that the: English version will be 


corrected in an upcoming technical bill. 
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position of the share, to the extent that the divi- 
dend is deductible in computing taxable income 
of a holder of the share or a beneficiary under a 
trust that held the share, or 


(B) a capital dividend on the share that. was Te- 
ceived in the specified period relating to the dis- 
position of the share, 


(ii) is an interest in a partnership, the total of .all 
amounts. each of which is 


(A) the share of a taxable dividend abi to the 
interest that was received after July 12, 1994 and 
in a fiscal period of the partnership that ended in 
the specified period relating to the disposition of 
the interest, to the extent that such share is de- 
ductible in computing taxable income of a per- 
son holding the interest in the partnership or a 
beneficiary under a trust that held the interest in 
the partnership, or 


(B) the share of a capital dividend relating to the 
interest that was received after July 12, 1994 and 
in a fiscal period of the partnership that ended in 
the specified period relating to the disposition of 
the interest, or 


(ii1) is a capital interest in a trust, the total of all 
amounts each of which is such portion of-a taxable 
dividend that was received by the trust in the speci- 
fied period relating to the disposition of the capital 
interest and that was deemed by subsection 104(19) 
to have been received in respect of the capital inter- 
est, to the extent that such portion was deductible in 
computing taxable income of a person holding the 
capital interest 


exceeds the total of 


(c) the amount that would be the vendor’s capital gain for 
the year from the disposition of the particular property if 
this Act were read without reference to subparagraph 
40(1)(a)@ii) and subsection 100(2), and 


(d) where the vendor is resident in Canada at the end-of 
the year or is a non-resident person who carries on busi- 
ness in Canada through a fixed place of business at the 
end of the year, the-amount designated under subsection 
(7) by the vendor in respect of the disposition of the par- 
ticular property. 
(5) Specified period — For the purpose of subsection (4), 
the specified period relating to a disposition at a particular 
time of a property by a person is the period 
(a) that began at or on the later of July 12, 1994.and the 


last time before the particular time that the person ac- 
quired the property, and 


(b) that ended at the particular time. © 


(6) When property acquired — For the purposes of this 
subsection and subsection (5), where, as a consequence of the 
disposition at a particular time of a property to a person, an 
amount is deducted under paragraph 53(2)(g.1) in computing 
the adjusted cost base of the property after the particular time, 
the person shall be deemed not to have acquired the property 
at the particular time and to have acquired the property at the 
time it was last acquired before the particular time: 


(7) Alternative treatment — Where at any time in 
a taxation year a person disposes of a property, for 
the purposes of subsection (2) and section 80 


(a) the person may designate an amount in a pre- 
scribed form filed with the person’s return of in- 
come under this Part for the year; and 
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(b) where an amount is designated by the person 
under paragraph (a) in respect of the disposition, 


(i) the person shall be deemed to have issued a 
commercial debt obligation at that time that is 
settled immediately after that time, 


(ii) the lesser of the amount so designated and 
the amount that would, but for this subsection, 
be a capital gain determined in-respect of the 
disposition because of subsection (2) shall be 
treated as if it were the forgiven amount at the 
time of the settlement in respect of the obliga- 
tion referred to in subparagraph (1), 


(111) the source in connection with which the 
obligation referred to in subparagraph (i) was 
issued shall be deemed to be the business, if 
any, carried on by the person at the eng of the 
year, and 


(iv) where the person does not carry on a busi- 
ness at the end of the year, the person shall be 
deemed to carry on an active business at the 
end of the year and the source in connection 
with which the obligation referred to in sub- 
paragraph (i) was issued shall be deemed to be 
the business deemed by. this subparagraph to 
be carried on. ' 


Related Provisions: 87(2)(h.1) — Amalgamations — continuing 
corporation; 220(3.21) — Late filing, amendment or revocation of 
designation. 


History: The opening words of subsec. 80.03(7) and subpara. 
80.03(7)(b)(ii) amended by 1998, c. 19, subsecs. 112(3) and (4), ap- 
plicable to taxation years that end after February 21, 1994. The 
opening words, and subpara. formerly read: 


(7) Where at any time in a taxation year a person disposes of 
a property, for the purposes of subsections Qs and (4) and 
section 80 


(ii) the lesser of the amount so designated and the amount that 
would, but for this subsection, be a capital gain determined in 
respect of the ‘disposition because of subsection (2) or (4) 
shall be treated as if it were the forgiven amount at the time 
of the settlement in respect of the obligation referred to in 
subparagraph (1), 


Forms: 12155: Alternative treatment of capital gains under sec. 
80.03 that arise from a forgiven debt. 


(8) Lifetime capital gains exemption — Where, 


as a consequence of the disposition at any time by an 
individual of a property that is a qualified farm prop- 
erty of the individual or a qualified small business 
corporation share of the individual (within the mean- 
ings assigned by subsection 110.6(1)), the individual 
is deemed by subsection (2) to have a capital gain at 
that time from the disposition of another property, 
for the purposes of sections 3, 74.3 and 111, as they 
apply for the purpose of section 110.6, the other 
property shall be deemed to be a qualified farm 
property of the individual or a qualified small busi- 
ness corporation share of the sgrpiiersic as the case 
may be. 109 
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History [s. 80.03]: S. 80.03 added by 1995, c. 21, s. 27, applicable: 


to taxation years that end after February 21, 1994, except that 


(a) it does not, other than for the purposes of subsections 6(15) 
and (15.1) and 15(1.2) and (1.21) and section 79, apply to any 
obligation settled or extinguished 


(1) before February 22, 1994, 
(ii) after February 21, 1994 


(A) under the terms of an agreement in writing entered 
into on or before that date, or 


(B) . under the terms of any amendment to such an 
agreement, where that amendment was entered into in 
writing before July 12, 1994 and the amount of the set- 
tlement or extinguishment was not substantially greater 
than the settlement or extinguishment provided under 
the terms of the agreement, 


(iii) before. 1996 pursuant to a restructuring of debt in con- 
nection with a proceeding commenced in a court in Canada 
before February 22, 1994, 


~ (iv) before 1996 in connection with a proposal (or notice of 
intention to make a proposal) that was filed under the Bank- 
ruptcy and Insolvency Act, or similar legislation of a coun- 
try other than Canada, before February 22, 1994, or 


(v) before 1996 in connection with a written offer that was 
made by, or communicated to, the holder of the obligation 
before February 22, 1994; and. 


(b) a form referred to in subsection 80.03(7) shall be deemed to 
have been filed on a timely basis if it is filed with the Minister 
of National Revenue before 1996. 


Definitions [s. 80.03]: “active business’ — 248(1); “adjusted 
cost base” — 54, 248(1); “amount” — 248(1); “business” — 
248(1); “capital dividend” — 83(2), 248(1); “capital gain” — 
39(1)(a), 248(1);°“ 
“capital property” — 54, 248(1); “carried on business -in Can- 
ada” — 253; “commercial debt obligation”. — 80(1), 80.03(1)(a), 
80.03(7)(b)(i); “commercial obligation” — 80(1), 80.03(1)(a); “cor- 
poration” — 248(1), Interpretation Act 35(1); “directed person” — 
80(1), 80:04(1); “distress preferred share” — 80(1), 80.03(1)(a); 


“fiscal period” — 249(2)(b), 249.1; “forgiven amount’ — 80(1), 
80.03(1)(a), 80.03(7)(b)(i1); “individual”, “non-resident” — 248(1); 
“person” — 80(1), 80.03(1)(a); “prescribed” — 248(1); “proceeds 


“resident in Can- 


“property” — 248(1); 
ada” — 250; “settled” — 80. 03(7)(b)Q); “share” — 248(1); 
SOW GE — 4(1), 80. 03(7)(b)(iv); surrender — 80.03(3); “taxable 
“taxable income” — 2(2), 
ARCA): “taxation year” — 249; eu — 80.03(2); “trust” — 
104(1), 248(1), (3); “vendor” — 80.03(4). 


80.04 (1) Definitions — In this section, ““commer- 
cial debt: obligation’, “commercial obligation’, 
“debtor”, “directed person’, “eligible Canadian part- 
nership’, “forgiven amount” and “person” have the 
meanings assigned by subsection 80(1). 


(2) Eligible transferee — For the purpose of this 
section, an “eligible transferee” of a debtor at any 
time is a directed person at that time in respect of the 
debtor or a taxable Canadian corporation or eligible 
Canadian partnership related (otherwise than: be- 
cause of a right referred to in paragraph 251(5)(b)) at 
that time to the debtor. 


Related Provisions: 87(2)(h.1) — Amalgamations — continuing 
corporation. 


(3) Application — Paragraphs 80(2)(a), (b), Gj), () 
and (n) apply for the purpose of this section. 
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(4) Agreement respecting transfer of forgiven 
amount — Where 


(a),a particular commercial obligation (other than 
an obligation deemed by paragraph (e) to have 
been issued) issued by a debtor is settled at a par- 
ticular time, 


(b) amounts have been designated by the debtor 
under subsections 80(5) to (10) to the maximum 
extent permitted in respect of the settlement of 
the particular obligation at the particular time, 


(c) the debtor and an eligible transferee of the 
debtor at the particular time file under this section 
an agreement between them in respect of that set- 
tlement, and , 


(d) an amount is specified in that agreement 
_ the following rules apply: 


(e) except for the purposes of subsection 80(11), 
the transferee shall be deemed to have issued a 
commercial debt obligation that was settled at the 
particular time, 


(f) the specified amount shall be lace} to be the 
forgiven amount at the particular time in respect 
of the obligation referred to in paragraph (e), 


(g) subject to paragraph (h), the obligation re- 
ferred to in paragraph (e) shall be deemed to have 
been issued at the same time (in paragraph (h) re- 
ferred to as the “time of issue”) at which, and in 
the same circumstances in which, the particular 
obligation was issued, 


(h) where the transferee i is a corporation the con- 
trol of which was acquired by.a person or: group 
of persons after the time of issue and the trans- 
feree and the debtor were not related to each 
other immediately before that acquisition of 
control, 
(i) the obligation referred to in paragraph (e) 
shall be deemed to have been issued after that 
acquisition of control, and 
(ii) paragraph (e) of the definition “relevant 
loss balance” in subsection 80(1), paragraph 
(f) of the definition “successor pool” in that 
subsection and paragraph (b) of the definition 
“unrecognized loss” in that subsection do not 
apply in respect of that acquisition of control, 


(1) the source in connection with which the obli- 
gation referred to in paragraph (e) was issued 
shall be deemed to be the source in connection 
with which the particular obligation was issued, 
and 


(j) for the purposes of sections 61.3 and 61.4, the 
amount included under subsection 80(13) in com- 
puting the income of the eligible transferee in. re- 
spect of the settlement of the obligation referred 
to in paragraph (e) or deducted under paragraph 
-80(15)(a)-in respect of such income shall be 
deemed to. be nil: 


Related Provisions: 80(13)C — Amount specified in agreement 
reduces income inclusion; 80(14)(c) — Calculation of residual bal- 
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ance for income inclusion; 80(15)(c) — Where commercial debt ob- 
ligation issued by partnership; 80.04(5) — Where consideration 
given for entering into agreement; 80.04(6)— How and when 
agreement to be filed with Revenue Canada; 87(2)(h.1) — Amalga- 
mations — continuing corporation; 256(7)— Whether control ac- 
quired; 256(8)-—— Deemed acquisition of shares. 


(5) Consideration for agreement — For the pur- 
poses of this Part, where property is acquired at any 
time by an eligible transferee as consideration for en- 
tering into an agreement with a debtor that is filed 
under this section 


(a) where the property was owned by the debtor 
immediately before that time, 


(i) the debtor shall be deemed to have dis- 
posed of the property at that time for proceeds 
equal to the fair market value of the property 
at that time, and 


(i1) no amount may be deducted in computing 
the debtor’s income as a consequence of the 
transfer of the property, except any amount 
arising as a consequence of the application of 
subparagraph (1); 


(b) the cost at which the property was acquired 
by the eligible transferee at that time shall be 
deemed to be equal to the fair market value of the 
property at that time; and 


(c) the eligible transferee shall not be required to 
add an amount in computing income solely be- 
cause of the acquisition at that time of the 


property. 
(d) [Repealed] 


Related Provisions: 80.04(5.1)— No benefit conferred on 
debtor as a consequence of the agreement; 191.3(1.1) — Similar 
rule for purposes of Part VI.1 tax. 


History: Para. 80.04(5)(d) repealed by 1998, C. 19, subsec. 113(1), 
applicable to taxation years that end after February 21, 1994. The 
para. formerly read: 


(d) no benefit shall be considered to have been conferred on 
the debtor as a consequence of the debtor entering into an 
agreement filed under this section. 


(5.1) No benefit conferred — For the purposes of 
this Part, where a debtor and an eligible transferee 
enter into an agreement that is filed under this sec- 
tion, no benefit shall be considered to have been con- 
ferred on the debtor as a consequence of the 
agreement. 


History: Subsec. 80.04(5.1) added by 1998, c. 19, subsec. 113(2), 
applicable to taxation years that end after February 21, 1994. 


(6) Manner of filing agreement — Subject to 
subsection (7), a particular agreement between a 
debtor and an eligible transferee in respect of an ob- 
ligation issued by the debtor that was settled at any 
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time shall be deemed not to have been filed under 
this section 


(a) where it is not filed with the Minister in a pre- 
scribed form 


(i) on or before the later of 


(A) the day on or before which the 
debtor’s return of income under this Part is 
required to be filed for the taxation year or 
fiscal period, as the case may be, that in- 
cludes that time (or would be required to 
be filed if tax under this Part were payable 
by the debtor for the year), and 


(B) the day on or before which the trans- 
feree’s return of income under this Part is 
required to be filed for the taxation year or 
fiscal period, as the case may be, that in- 
cludes that time, or 


(11) within the period within which the debtor 
or the transferee may serve a notice of objec- 
tion to an assessment of tax payable under this 
Part for a taxation year or fiscal period, as the 
case may be, described in clause (i)(A) or (B), 
as the case may be; 


(b) where it is not accompanied by, 


(i) where the debtor is a corporation and its 
directors are legally entitled to administer its 
affairs, a certified copy of their resolution au- 
thorizing the agreement to be made, 


(ii) where the debtor is a corporation and its 
directors are not legally entitled to administer 
its affairs, a certified copy of the document by 
which the person legally entitled to administer 
its affairs authorized the agreement to be 
made, 


(111) where the transferee is a corporation and 
its directors are legally entitled to administer 
its affairs, a certified copy of their resolution 
authorizing the agreement to be made, and 


(iv) where the transferee is a corporation and 
its directors are not legally entitled to admin- 
ister its affairs, a certified copy of the docu- 
ment by which the person legally entitled to 
administer its affairs authorized the agreement 
to be made; or 


(c) if an agreement amending the particular 
agreement has been filed in accordance. with this 
section, except where subsection (8) applies to 
the particular agreement. 


Related Provisions: 80.04(7)-— Deemed due dates for partner- 
ship to file return and service notice of objection; 96(3) — Agree- 
ment of members of partnership; 150(1)— Due. date for return; 
165(1) — Deadline for serving notice of objection. 


Forms: T2156: Agreement to transfer forgiven debt under s. 80.04, 


(7) Filing by partnership — For the purpose of 
subsection (6), where an obligation is settled at any 
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time in. a.fiscal period of a partnership, it shall be 
assumed. that 


(a) the partnership is ata to file: a return of 


income under this Part for the fiscal period on or 


before the latest day on or before which any 
member of the partnership during the fiscal pe- 
riod is required to file a return of income under 
this Part for the taxation year in which that fiscal 
period ends (or would be required to file such a 
return of income if tax under this Part were paya- 
ble by the member for that year); and 


(b) the partnership may serve a notice of objec- 
tion described in subparagraph (6)(a)(ii) within 
each period within which any member of the 
partnership during the fiscal period may serve a 
notice of objection to tax payable under this Part 


for a taxation ics in rwhntehnd that, fiscal period 


~ ends. 


(8) Related corporations ~—- Where at any time a 
corporation becomes related to another’ corporation 
and it:can reasonably be considered that the main 
purpose of the corporation becoming related to the 
other corporation is to enable the corporations to file 
an agreement under this section, the amount. speci- 
fied in the agreement shall.be deemed to be nil for 
the purpose of the description of C in subsection 
80(13). 


(9) Assessment of taxpayers in respect. of 
agreement — The Minister shall, notwithstanding 
subsections 152(4) to (5), assess ori reassess: the: tax, 
interest and penalties payable under this Act by any 
taxpayer in order to take into account an pareenevent 
filed under this sectron. Hos 


(10) Liability of debtor — Without affecting the 


liability of any person under any other provision of 
this Act, where a debtor and an eligible transferee 
file an agreement between them under this section in 
respect of an obligation issued by the debtor that was 
settled, at. any. time, the. debtor .is,..to. the extent of 
30% of the amount specified in the agreement, liable 
to. pay | 
(a) where the transferee is a corporation; all ois 
payable under this Act by it for taxation -years 
that end in the period that begins at that time and 
ends 4 calendar years after that time; 


(b) where the transferee is a partnership, the total 
of all amounts each of which is the tax payable 
under this Act by a person for a taxation year 


(i) that begins or ends. in that period, and 3 


(ii) that.includes the:end of a fiscal. period of | 


the partnership during which the person was a 
« member of the partnership; and 


(c) interest and penalties in respect of such taxes. 


Related Provisions: 80.04(11) — Joint and several liability; 


80.04(12) — Assessmént;'80.04(14) —- Where partnership is a 
member of a partnership; 87(2)(h.f)—> Amalgamations —— continu- 
ing corporation. 


S. 80.04 


History: Para. 80.04(10)(a):amended by 1998, c. 19, subsec. 
113(3), applicable to taxation years that end after February 21, 


1994. The para. formerly read: 


(a) where the transferee is a ‘corporation, all taxes payable 
under this Act by it for taxation years that end‘in the period 
, that begins at that time and:ends 10 calendar years after that 
time; 


(11) Joint liability — Where taxes, interest and 
penalties are payable under this Act by a person for a 
taxation year and those taxes, interest and penalties 
are payable by a debtor because of subsection (10), 
the debtor and the person are jointly and severally 


liable to pay those amounts. 


Related Provisions: 87(2)(h.1) — Amalgamations — continuing 
corporation. 


(12) Assessments in respect of liability — 
Where a debtor and an eligible transferee file an 
agreement between them under this section in re- 
spect of an obligation issued by the debtor that was 
settled at a particular time, 


(a) where the debtor is an individual or a corpora- 

tion, the Minister may at any subsequent time as- 
sess the debtor in respect of taxes, interest and 

penalties for which the debtor is liable because of 
| subsection (10); and 


(b) where the debtor is a partnership, the Minister 
may at any subsequent time assess any person 
who has been a member of the partnership in re- 
spect of taxes, interest and penalties for which the 
partnership is liable because of subsection (10), 
to the extent that those amounts relate to taxation 
years of the transferee (or, where the transferee is 
another partnership, members of the other part- 
nership) that end at or after 


(1) where the person was not a member of the 
partnership at the particular time, the first sub- 
sequent time the person Uetomes a theinber of 
the partnership, and 


(ii) in any other case, the particular time. 


Related Provisions: 80. 04(13) —— Provisions applicable. to  as- 
sessment; 80.04(14) — Where partnership 1s a member.of a partner- 
ship; 87(2)(h.1) — Amalgamations — continuing corporation. 


(13) Application of Division |— The provisions 
of Division I apply to an assessment under subsec- 
tion (12) as though it had been made. under section 
Rey? 


(14) Partnership members — For the purposes 
of paragraphs (10)(b) and. (12)(b) and this. subsec- 
tion, where at any time a member of a particular 
partnership is another partnership, each member of 
the other partnership shall be deemed to be'a mem- 
ber of the particular partnership ‘at that time. 


History [s. 80.04]: S. 80.04 added by 1995, c. 21, s. 27, applicable 
to taxation years that end after February 21, 1994, except that 


(a) it does not, other than for the purposes of subsections 6(15) 
and (15.1) and.15(1.2) and (1,21) and, section 79, apply to any 
obligation settled or extinguished 


(i) before February 22, 1994, 
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(ii) after February 21, 1994 


(A) under the terms of an agreement in writing entered 
into on or before that date, or 


(B) under the terms of any amendment to such an 
agreement, where that amendment was entered into in 
writing before July 12, 1994 and the amount of the set- 
tlement or extinguishment was not substantially greater 
than the settlement or extinguishment provided under 
the terms of the agreement, 


(iii) before 1996 pursuant to a restructuring of debt in con- 
nection with a proceeding commenced in a court in Canada 
before February 22, 1994, 


(iv) before 1996 in connection with a proposal (or notice of 
intention to make a proposal) that was filed under the Bank- 
ruptcy and Insolvency Act, or similar legislation of a coun- 
try other than Canada, before February 22, 1994, or 


(v) before 1996: in connection with a written offer that was 
made by, or communicated to, the holder of the obligation 
before February 22, 1994; and 


(b) a form referred to in subsection 80.04(6) shall be deemed to 
have been filed on a timely basis if it is filed with the Minister 
of National Revenue before 1996. 


Definitions [s. 80.04]: “amount” — 80.04(5), 248(1); “bene- 
fit” — 80.04(5.1); “commercial debt obligation” — 80(1), 80.04(1), 
(4)(e); “commercial obligation” — 80(1), 80.04(1); “corpora- 
tion” — 248(1), Interpretation Act s. 35(1); “debtor”, “directed per- 
son”, “eligible Canadian partnership” — 80(1), 80.04(1); “eligible 
transferee” — 80.04(2); “fiscal period” — 249(2)(b), 249.1; “for- 
given amount” — 80(1), 80.01(8)(b), 80.04(1); “individual”, “Min- 
ister” — 248(1); “person” — 80(1), 80.04(1); “prescribed” — 
248(1); “related” — 80(2)q), 80.04(3), (8), 251(2); “settled” — 
80(2)(a), 80.01(3)-(9), 80.02(2)(c), 80.02(7)(a), 80.04(4)(e); “speci- 
fied amount” — 80.04(4)(d); “taxable Canadian corporation” — 
89(1), 248(1); “taxation year” — 249; “time of issue” — 
80.04(4)(g). 


80.1 (1) Expropriation assets acquired as 
compensation for or as consideration for 
sale of foreign property taken by or sold to 
foreign issuer — Where in a taxation year ending 
coincidentally with or after December 31, 1971 a 
taxpayer resident in Canada has acquired any bonds, 
debentures, mortgages, notes or similar obligations 
(in this section referred to as “expropriation assets”) 
issued by the government of a country other than 
Canada or issued by a person resident in a country 
other than Canada and guaranteed by the govern- 
ment of that country, 


(a) as compensation for 


(i) shares owned by the taxpayer of the capital 
stock of a foreign affiliate of the taxpayer that 
carried on business in that country, or 


(ii) all or substantially all of the property used 
by the taxpayer in carrying on business in that 
country, 


(which shares or property, as the case may be, are 
referred to in this section as “foreign property”), 
taken, after June 18, 1971, from the taxpayer by 
the issuer under the authority of a law of that 
country, or 
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(b) as consideration for the sale of foreign prop- 
erty sold, after June 18, 1971, by the taxpayer to 
the issuer, if 


(i) the sale was, by a law of that country, ex- 
pressly required to be made, or 


(ii) the sale was made after notice or other 
manifestation of an intention to take the for- 
eign property, 
if the taxpayer has so elected, in prescribed form and 
within prescribed time, in respect of all of the expro- 
priation assets so acquired by the taxpayer, the fol- 
lowing rule applies, namely, an amount in respect of 
each such expropriation asset, equal to 


(c) the principal amount of the asset, or 


(d) where the taxpayer has designated in the tax- 
payer’s election an amount in respect of the asset 
that is less than the principal amount thereof; the 
amount so designated, 


shall be deemed to be 
(e) the cost to the taxpayer of the asset, and 


(f) for the purpose of computing the taxpayer’s 

proceeds of disposition of the foreign property so 

taken or sold, the amount received by the tax- 

payer by virtue of the taxpayer’s acquisition of — 

the asset, 
except that in no case may the taxpayer designate an 
amount in respect of any expropriation asset so that 
the taxpayer’s proceeds of disposition of the foreign 
property so taken or sold (computed having regard to 
the provisions of paragraph (f)) are less than the cost 
amount to the taxpayer of the foreign property im- 
mediately before it was so taken or sold. 


Related Provisions: 53(1)(k), 53(2)(n) — Adjustments to cost 
base; 90-95 — Shareholders of corporations not resident in Canada. 


Regulations: 4500 (prescribed time). 
Forms: T2079: Elections re expropriation assets. 


(2) Election re interest received or to be 
received on expropriation assets acquired 
by taxpayer — Where a taxpayer has elected in 
prescribed form and within prescribed time in re- 
spect of all amounts (each of which is referred to in 
this subsection as an “interest amount’) received or 
to be received by the taxpayer as or on account of 
interest on all expropriation assets acquired by the 
taxpayer as compensation for, or as consideration for 
the sale of, foreign property taken by or sold to any 
particular issuer as described in subsection (1), the 
following rules apply in respect of each such asset so 
acquired by the taxpayer: 


(a) in computing the taxpayer’s income for a tax- 
ation year from the asset, there may be deducted, 
in respect of each interest amount received by the 
taxpayer in the year on the asset, the lesser of the 
interest amount and the total of 


(1) the amount required by paragraph (b) to be 
added, by virtue of the receipt by the taxpayer 
of the interest amount, in computing the ad- 
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justed cost base to the taxpayer of the asset; 
and 


(11) the greater of 


(A) the adjusted cost base to the taxpayer 


of the asset immediately before the interest 
amount was so, received by the taxpayer, 
and 


(B) the adjusted principal amount to the 
taxpayer of the asset immediately before 
the interest amount was so received by. the 
taxpayer, 
and there shall be included; in respect of each 
amount (in this paragraph referred to as a “capital 
amount’) received by the taxpayer in the year as, 
on account or in lieu of payment of, or in satis- 
faction of, 


(iii) any proceeds of disposition of the asset, 
or 


(iv) the principal: amount of the asset, 


the amount, if any, by which the capital amount 
exceeds the greater of the adjusted cost base to 
the taxpayer of the asset immediately before the 
capital amount was received by the taxpayer and 
its adjusted principal amount to the taxpayer at 
that time; 


(b) in computing, at any particular time, the ad- 
justed cost base to the taxpayer of the asset, there 
shall be added, in respect of each interest amount 
received by the taxpayer on the asset before the 
particular time, an amount equal to the lesser of 
~~ (i) any income or profits tax paid by the tax- 
- payer to the government of a country other 
than Canada in respect of the interest amount, 
and Dif, 
(ii) that proportion of the tax referred to in 
subparagraph (1) that.the adjusted cost base to 
the taxpayer of the asset immediately before 
the interest amount was received by the tax- 
payer is of the amount, if any, by which the 
interest amount exceeds the tax referred to in 
that subparagraph, 


and there shall be deducted 


(111) each interest. amount received by the tax- 
payer on the asset before the particular time, 
and 


(iv) each amount received by the taxpayer 
before the particular time on account of the 
principal amount of the asset; 


(c) the receipt by the taxpayer of an amount de- 
scribed in subparagraph (b)(iv) in respect of the 
asset shall be deemed not to be a partial disposi- 
tion thereof; and 


(d) for the purposes of section 126, notwithstand- 
ing the definition “non-business-income tax” in 
subsection 126(7), the “non-business-income tax” 
paid by a taxpayer does not include any tax, or 
any portion thereof, the amount of which is re- 


S. 80.1(4)(b)(i) 


quired by paragraph (b) to be added in:computing 
the adjusted cost base to the taxpayer of the asset. 


Related Provisions: aN 53(2)(n) — Adjustments’ to cost 
base. 


Regulations: 4500 peered time). 


Forms: 12079: Elections re‘expropriation assets. 

(3) Where interest amount and_ capital 
amount received at same time — For the pur- 
poses of subsection (2), where an interest amount on 
an expropriation asset and a capital amount with re- 
spect to that asset are received by a taxpayer at, the 
same time, the interest amount shall be deemed to 
have been received by the taxpayer immediately 
before the capital amount. 


(4) Assets acquired from forage affiliate of 
taxpayer as dividend in kind or as benefit to 
shareholder — Where a foreign affiliate of a tax- 
payer resident in Canada. would,..on the assumption 
that the foreign affiliate were resident in Canada and 
its only foreign affiliates were corporations that were 
foreign affiliates ofthe taxpayer, be entitled to make 
an election under-subsection (1) in respect of assets 
acquired. by it that would, on that assumption, be ex- 
propriation. assets of the foreign affiliate, and all or 
any of those assets are subsequently acquired by. the 
taxpayer from the foreign affiliate as a dividend pay- 
able in kind, or as a benefit received from the foreign 
affiliate that would otherwise be required by subsec- 
tion 15(1) to be included in computing the income of 
the taxpayer, if the taxpayer has so elected, in pre- 
scribed form and within prescribed time, in respect 
of all of the assets, so. acquired. by the taxpayer from 
the foreign. affiliate, the following rules-apply in_re- 
spect of each such asset so.acquired by, the taxpayer: 


(a) an amount equal-to 
(i) the principal amount of the asset, Or 


(ii) where the taxpayer has designated in the 
taxpayer’s election an amount in respect of 
the asset that is less than the principal amount 
thereof, the amount so designated, 


shall be deemed to be, 


(111) notwithstanding subsection 52(2), the cost. 
to the taxpayer of the asset, and 


(iv) the amount of the dividend ‘or benefit, as 
“the case may be, received by the taxpayer by 
virtue of the Peep by the taxpayer of Lig 
asset; 


(b) where the asset was so acquired as such a 
benefit and the, taxpayer has designated in the. 
election a class of shares as described in this par- 
agraph in respect of the asset, the amount of the 
benefit shall be deemed 


(i) to have been received by the taxpayer : as a 
dividend from: the foreign’ affiliate in: respect 

- of: such: class of:shares of the capital stock 
thereof as the taxpayer has wdesignated in the 
election, and 
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(ii) not to be an amount required by subsec- 
tion 15(1) to be included in computing the 
taxpayer’s income; 


(c) in computing the taxable income of the tax- 
payer for the taxation year in which the taxpayer 
acquired the asset, there may be deducted from 
the taxpayer’s income for the year the amount, if 
any, by which the amount received by the tax- 
payer as a dividend by virtue of the acquisition 
by the taxpayer of the asset exceeds the total of 
amounts deductible in respect of the dividend 
under sections 91 and 113 in computing the tax- 
payer’s income or taxable income, as the case 
may be, for the year; 


(d) there shall be deducted in damputine the ad- 
justed cost base to the taxpayer of each share of 
the capital stock of the foreign affiliate that 1s a 
share of a class in respect of which an amount 
was received by the taxpayer as a dividend by 
virtue of the acquisition by the taxpayer of the as- 
set, the quotient obtained by dividing the amount, 
if any, deducted by the taxpayer under paragraph 
(c) in respect of the dividend by the number of 
shares of that class owned by the taxpayer imme- 
diately before that amount was received by the 
taxpayer as a dividend; 


(e) any capital loss of the taxpayer from the dis- 
position, after that time when the asset was so ac- 
quired by the taxpayer, of a share of the capital 

_ stock of the foreign SALE shall be deemed to 
be nil; and 


(f) where the taxpayer has so elected in pre- 
scribed form and within prescribed time, subsec- 
tion (2) applies as if the asset were an expropria- 
tion asset acquired by. the taxpayer as 
compensation for foreign property. taken by a par- 
ticular issuer as described in subsection (1). 


Related Provisions: 53(2)(b) — Reduction in adjusted cost base; 
220(3.2), Reg. 600(b) — Late filing or revocation of election. 


Pre-RSC History: Para. 80.1(4)(c) substituted by 1977-78, c. 1, s. 
33, applicable to 1972 et seq. 


Regulations: 4500 (prescribed time). 


Forms: T2079: Elections re expropriation assets. 


(5) Assets acquired from foreign affiliate of 
taxpayer as consideration for settlement, 
etc., of debt — Where a foreign affiliate of a tax- 
payer resident in Canada would, on the assumption 
that the foreign affiliate were resident in Canada and 
its only foreign affiliates were corporations that were 
foreign affiliates of the taxpayer, be entitled to make 
an election under subsection (1) in respect of assets 
acquired by it that would, on that assumption, be ex- 
propriation assets of the foreign affiliate, and all or 
any of those assets are subsequently acquired by the 
taxpayer from the foreign affiliate as consideration 
for the settlement or extinguishment of a capital 
property of the taxpayer that was a debt payable by 
the foreign affiliate to the taxpayer or any other obli- 
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gation of the foreign affiliate to pay an amount to the 
taxpayer (which debt or other obligation is referred 
to in this subsection as the “obligation”’), if the tax- 
payer has so elected, in prescribed form and within 
prescribed time, in respect of all of the assets so ac- 
quired by the taxpayer from the foreign affiliate, the 
following rules apply in respect of each such asset so 
acquired by the taxpayer, 


(a) paragraph (4)(a) applies in respect of the asset 
as if subparagraph (4)(a)(iv) were read as 
follows: 


“(iv) the taxpayer’s proceeds of the. disposi- 
tion of the obligation settled or extinguished 
by virtue of the ACM Pato by, the taxpayer 
of the asset;” 


(b) where the taxpayer has desieaniet in the tax- 
payer’s election a class of shares as described in 
this paragraph in respect of the asset, 


(i) the amount, if any, by which the cost to the 
taxpayer of the asset (computed having regard 
to paragraph (a) and paragraph (4)(a)) exceeds 
the amount of the obligation settled or extin- 
guished by virtue of the acquisition by the tax- 
payer of the asset shall be deemed to have 
been received by the taxpayer as a dividend 
from the foreign affiliate in respect of such 
class of shares of the capital stock thereof as 
the taxpayer has designated in the election, 
and 


(11) the taxpayer’s gain, if any, from the dispo- 
sition of the obligation shall be deemed to be 
nil; ; 
(c) the taxpayer’s loss, if any, from the disposi- 
tion of the obligation shall be deemed to be nil; 
and 


(d) paragraphs (4)(c) to (f) apply in respect of the 
asset. 


Regulations: 4500 (prescribed time). 


Forms: T2079: Elections re expropriation assets. 


(6) Assets acquired from foreign affiliate of 
taxpayer on winding-up, etc. — Where a for- 
eign affiliate of a taxpayer resident in Canada would, 
on the assumption that the foreign affiliate were resi- 
dent in Canada and its only foreign affiliates were 
corporations that were foreign affiliates of the tax- 
payer, be entitled to make an election under subsec- 
tion (1) in respect of assets acquired by it that would, 
on that assumption, be expropriation assets. of the 
foreign affiliate, and all or any of those assets are 
subsequently acquired by the taxpayer from the for- 
eign affiliate, 


(a) on the winding-up, discontinuance or reorgan- 
ization of the business of the foreign affiliate, or 


(b) as consideration for the redemption, cancella- 
tion or acquisition by the foreign affiliate of 
shares of its capital stock, 
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if the taxpayer has so elected, in prescribed form and 
within prescribed time, 


(c) in respect of all of the assets so acquired by 


the taxpayer from the foreign affiliate, subsection 


(1) applies in respect of each such asset, or 


(d) in respect of all amounts received or to be re- 
ceived by the taxpayer as or on account of inter- 
est on all of the assets so acquired by the taxpayer 
from the foreign affiliate, subsection (2) applies 
in respect of each such asset, 


as if the assets were expropriation. assets acquired. by 
the taxpayer as consideration for the sale of foreign 
property that consisted of shares of the capital stock 
of the foreign affiliate owned by the taxpayer imme- 
diately before the assets were so acquired and that 
was sold to.a particular issuer as described in subsec- 
tion (1). 

Regulations: 4500 (prescribed time), 

Forms: T2079: Elections re expropriation assets. 

(7) Definition. of “adjusted | principal 
amount” — In this section, “adjusted principal 
amount” to a taxpayer of an-expropriation asset at 


any particular time means the amount, if any, by 
which 


(a) the total of the principal amount of the asset 
and, in respect of each interest amount received 
by the taxpayer on the asset before the particular 
time, the lesser of the tax referred to in subpara- 
graph (2)(b)(i) in respect of that interest amount 
and the proportion determined under subpara- 
graph (2)(b)(i1) in respect thereof, 


exceeds 


(b) the total of each amount received by. the tax- 
payer before the particular time as an interest 
amount on the asset and each amount received by 
the taxpayer before the particular time as, on ac- 
count or in lieu of payment of, or in satisfaction 
of, the principal amount of the asset. | 


(8) Currency in which adjusted principal 
amount to be computed or expressed — For 
the purposes of this section, the adjusted principal 
amount, at any particular time, of an expropriation 
asset or of any asset assumed for the purposes of this 
section to be an expropriation asset shall be com- 
puted in the currency in which the principal amount 
of the asset is, under the terms thereof, payable, ex- 
cept that for greater certainty, for the purposes of 
paragraph (2)(a), the adjusted principal amount at 
any particular time of such an asset is its adjusted 
principal amount at that time computed as provided 
in this subsection but expressed in Canadian 
currency. | 


(9) Election in respect of two or more 
expropriation assets acquired by taxpayer — 
For the purposes of subdivision c and subsection (2), 


8 Sic. Should read “section” — ed. 
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and in applying subsections (7) and (8) for those pur- 
poses, where two. or more expropriation assets that 
were | 


(a) issued by the government of a eaupay, other 
» than Canada, or 


(b) issued by a person resident in a country other 
than Canada and guaranteed by the soreieieat 
of that country 


at the same time, or as compensation for, or consid- 
eration for the sale of, the same foreign property, 
have been acquired by a taxpayer and the taxpayer 
has so elected, in prescribed form and within pre- 
scribed time, in respect of all of the expropriation as- 
sets that were so issued or guaranteed by the govern- 
ment of that country and acquired by the taxpayer 
before the making of the election, all of those expro- 
priation assets shall be considered to be a single ex- 
propriation asset that was issued or guaranteed by 
the government of that country and acquired by the 
taxpayer. 

Regulations: 4500 (prescribed ey 

Forms: T2079: Elections re expropriation assets. 


Pre-RSC History [s. &. 1]: S. 80.1 added by 1973-74, c. 14, s. 
DD 


Definitions [s. 80.1]: “adjusted cost .base” — 54, 248(1); “ad- 
justed principal amount” — 80.1(7); “amount”, “business” — 
248(1); “Canada” — 255; “capital loss” —39(1)(b), 2481); “capi- 
tal. property” — 54, 248(1); “class of shares” — 248(6); “corpora- 
tion” — 248(1), Interpretation Act 35(1); “cost.amount’, “divi- 
dend” — 248(1); “expropriation assets” — 80.1(1); “foreign 
affiliate” — 95(1), 248(1); “person”, “prescribed”, “principal 
amount”, “property” — 248(1); “resident in Canada” — 250; 
“share” — 248(1); “taxable income” — 2(2),:248(1); “taxation 
year” — 11(2), 249; “taxpayer” — 248(1). 


80.2 Reimbursement by taxpayer [resource 
royalties] — Where 


(a) a taxpayer, under the terms of a contract, pays 
to another person an amount (in this subsection® 
referred to as the “specified payment’) that may 
reasonably be considered to have been received 
by the other person as a reimbursement, contribu- 
tion or allowance in respect of an amount (re- 
ferred to in paragraph (b) as the “particular 
amount’) paid or payable by the other person, 


(b) the particular amount is included in the in- 
come of the other person or is denied as a deduc- 
tion in computing the income of the other person 
by reason of paragraph 12(1)(0) or 18(1)(m), as 
the case may be, and 

(c) the taxpayer was resident in Canada or carry- 


ing on business in Canada at the time the speci- 
fied payment was made by the taxpayer, 


the following rules apply for the purposes of this 
Act, other than this section: 


(d) the taxpayer shall be deemed neither to have 
made nor to have become obligated to make the 


S. 80.2(d) 


specified payment to the other person but to have 
paid an amount described in paragraph 18(1)(m) 
equal to the amount of the specified payment, and 


(e) the other person shall be deemed neither to 
have received nor to have become entitled to re- 
ceive the specified payment from the taxpayer. 


Related Provisions: 104(29) — Amounts deemed to be payable 
to beneficiaries. 


Pre-RSC History: S. 80.2 substituted by 1990, c. 45,.s. 45, appli- 
cable with respect to payments made after January 1990. S. 80.2 
formerly read: 


80.2 Reimbursement by taxpayer — Where 


(a) a taxpayer, under the terms of a contract, reimburses 

another person for an amount paid or that became paya- 

ble by that other person and such amount is included in 

the income of that other person or denied as a deduction — 
in computing the income of that other person by virtue of 

paragraph 12(1)(o0) or paragraph 18(1)(m), as the case 

may be, and 


(b) the taxpayer was resident in Canada or carrying on 
business in Canada at the time of the reimbursement, 


the following rules apply for the purposes of this Act: 


(c) the taxpayer shall be deemed not to have made the 
reimbursement to the other person but to have paid an 
amount described in paragraph 18(1)(m) equal to the 
amount of the reimbursement, and 


(d) the other person shall be deemed not to have received 
the reimbursement from the taxpayer. 


Para. 80.2(a) substituted by 1977-78, c. 1, s. 34, applicable to 1977 
et seq. Para. 80.2(a) formerly read: 


(a) a taxpayer, under the terms of a contract, reimburses an- 
other person for.an amount, or the fair market value of prop- 
erty, paid or payable by that other person and such amount or 
value of property, as the case may be, is included in the in- 
come of that other person or denied as a deduction in comput- 
ing the income of that other person by virtue of paragraph 
12(1)(o) or paragraph 18(1)(m), as the case may be, and 


S. 80.2 substituted by 1976-77, c. 4, s. 30, applicable to reimburse- 
ments referred to therein that are made after May 25, 1976. S: 80.2 
formerly read: 


80.2 Reimbursement by taxpayer for payment to Crown 
deemed paid direct to Crown — Where pursuant to a con- 
tract between a taxpayer and another person (in this section 
referred to as the “payee”’) any amount is paid or payable by 
the taxpayer or any property is transferred by the taxpayer to 
the payee as reimbursement in respect of any amount paid or 
payable referred to in paragraph 18(1)(m) or the fair market 
value of any property paid or payable referred to in that para- 
graph by the payee to any of the persons referred to in any of 
subparagraphs 18(1)(m)(1) to (iii), for the purposes of this Act 
the following rules apply 

(a) the taxpayer shall be deemed to have paid the amount 


or property, as the case may be, to a person or persons 
referred to in any of those subparagraphs, 


~ (b) the payee shall, to the extent of that reimbursement, 
be deemed not to have paid an amount or property, as the 
case may be, 


(c) the payee shall be deemed not to have received any 
reimbursement from the taxpayer, and 

(d) paragraph 12(1)(0) shall not apply in respect of the 
amount or property paid or payable, as the case may be. 


S. 80.2 added by 1974-75-76, c. 26, s. 43.1, applicable in respect of 
amounts or property paid or payable on or after May 6, 1974. 
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Definitions: “amount”, “person”, “property” — 248(1); “resident 
in Canada” — 250; “specified payment” — 80.2(a); “taxpayer” — 
248(1). 


Interpretation Bulletins: IT-438R2: Crown charges — resource 
properties in Canada. 


80.3 (1) Definitions — In this section, 


“breeding animals” means 


(a) horses that are over 12 months of age and are 
kept for breeding in the commercial Bh 
of pregnant mares’ urine, and ~ 


(b) deer, elk and other similar grazing ungulates, 

bovine cattle, bison, goats and sheep that are over 

12 months of age and are kept for breeding; 
History: Para. (b) of the definition “breeding animals” in subsec. 
80.3(1) amended by 1994, c. 7, Sch. VIII (1993, c. 24), s. 31, to. add 
“deer, elk and other similar grazing ungulates”, applicable to fiscal 
periods and taxation years ending after 1990. 


“breeding herd” of a taxpayer at any time means 
the number determined by the formula 


A-—(B-—-C) 
where 


A_ is the total number of the taxpayer’s breeding ani- 
mals held in the course of carrying on a farming 
business at that time, 


B. is the total number of the taxpayer’s breeding ani- 
mals held in the business at that time that are fe- 
male bovine cattle that have not renee birth to 
calves, and 


C is the lesser of the number determined as the 
value of B and one-half the total number of the 
taxpayer’s breeding animals held in the business 
at that time that are female bovine cattle that have 
given birth to calves. 


(2) Income deferral from the destruction of 
livestock — Where a particular amount in respect 
of the forced destruction of livestock under statutory 
authority in a taxation year of a taxpayer is included 
in computing the income of the taxpayer for the year 
from a farming business, there may be deducted in 
computing that income such amount as the taxpayer 
claims not exceeding the particular amount. 


Related Provisions: 28(1)(g) — Deduction for farmer using cash 
method; 80.3(3) — Inclusion of deferred amount; 80.3(6) — Where 
subsecs. (2) and (4) not to apply; 257— Negative amounts in 
formulas. 


(3) Inclusion of deferred amount — The 
amount deducted under subsection (2) in computing 
the income of a taxpayer from a farming business for 
a taxation year shall be deemed to be income of the 
taxpayer from the business for the taxpayer’ s imme- 
diately following taxation year. 


Related Provisions: 28(1)(d)— Amount under 80.3(3) to be ad- 
ded to income of farmer using cash method; 87(2)(tt) — Amalga- 
mations — deferral of amounts received; 88(1)(e.2) — Winding- 
up — rules applicable. 
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(4) Income deferral for sales in prescribed 
drought region — Where in a taxation year a tax- 
payer carries on a farming business in a region that is 
a prescribed drought region at any time in the year 
and the taxpayer’s breeding herd at the end of the 
year in respect of the business does not exceed 85% 
of the taxpayer’s breeding herd at the beginning of 
the year in respect of the business, there may be de- 
ducted in computing the taxpayer’s income from the 
business for the year such amount as the taxpayer 
claims, not exceeding the amount, if any, determined 
by the formula 


(A-—B)xC 
where — 
A is the amount bby which 


(a) the total of all amounts included in com- 
puting the taxpayer’s income for the year 
from the business in respect of the sale of 
breeding animals in the year 


exceeds 


(b) the total of all amounts deducted under 
paragraph 20(1)(n) in computing the tax- 
payer’s income from the business for the year 
in respect of an amount referred to in para- 
graph (a) of this description; ! 


Bis the total of all amounts deducted in computing 
the ‘taxpayer’ s income from the business for the 
year in respect of the acquisition of breeding ani- 
mals, and 

C is 

(a) 30% where the taxpayer’s breeding herd at 
the end of the year in respect of the business 
exceeds. 70% of the taxpayer’s breeding herd 
at the beginning of the year in respect of the 
business, and. 


(b) 90% where the taxpayer’s breeding herd at 


the end of the year in respect of the business. 


does not exceed 70% of the taxpayer’s breed- 
ing herd at the beginning of the year in respect 
of the business. | 
Related Provisions: 28(1)(g) — Deduction for farmer using cash 
method; 80.3(5) — Inclusion of deferred amount; 80.3(6) — Where 


subsecs. (2) and (4) not to apply; 257 — Formula cannot caiculate 
to less than zero. 


Regulations: 7305 (prescribed drought region). 


(5) Inclusion of deferred amount — The 
amount deducted under subsection (4) in computing 
the income of a taxpayer for a particular taxation 
year from a farming business carried on in a pre- 
scribed drought region may, to the extent that. the 


taxpayer so elects, be included in computing the tax- 


payer’s income from. the business for a taxation year 
ending after the particular taxation year, and shall, 
except to the extent that the amount has been in- 
cluded under this subsection in computing the tax- 
payer’s income from the business for a preceding 
taxation year after the particular year, be deemed to 


S. 80.3(6) 


be income of the taxpayer from the business for the 
taxation year of the taxpayer that is the earliest of 


(a) the first taxation year beginning after the end 
of the period or series of continuous periods, as 
the case may be, for which the region is a pre- 
scribed drought region, 


(b) the first taxation year, following the particular 
taxation year, at the end of which the taxpayer is 


(i) non-resident, and 


(ii) not carrying on business through a fixed 
place of business in Canada, and ~ 


(c) the taxation year in which. the. taxpayer dies. 


Related Provisions: 28(1)(d) — Inclusion in farming or fishing 
income. when using cash method. 


History: Subsec. 80.3(5) substituted by 1994, c. 7, Sch; II (1991, c. 
49), subsec. 59(1), applicable to. fiscal periods and taxation years 
ending after 1987, Subsec. 80.3(5) formerly read: 


(5) Inclusion of deferred. amount — The, amount Heducind 
under subsection (4) in computing the income of a taxpayer 
for a taxation year from a farming business carried on in a 
prescribed drought region shall be deemed to be income of 
the taxpayer from the business for the taxpayer’s first taxation 
year commencing after the end of the period. or series of con- 
tinuous periods, as the case may be, for which the region was 
a prescribed drought region or, where the taxpayer has died 
before the‘ beginning of that first taxation year, for the taxa- 
tion year in which the taxpayer died, except'to the extent that 
the amount has been included in computing the taxpayer’s in- 
come from the business for a preceding taxation year. 


Regulations: 7305 (prescribed drought region). 
(6) Where subsecs. (2) and (4) do not ap- 


ply — Subsections (2) and (4) do not apply to a tax- 
payer in respect of a farming business for a taxation 


year 


(a) in which the taxpayer died; or 


(b) where at the end of the year the taxpayer is 
non-resident and not carrying on’ the business 
through a fixed place of business:in Canada. 


History: Para. 80.3(6)(b) substituted by 1994, c.7, Sch. IT (1991; c. 
49), subsec. 59(2), applicable to fiscal, periods and taxation years 
ending after 1987. Para. 80.3(6)(b) formerly read: 


(b) where the taxpayer is not resident in Canada at the end of 
the year and at any time in the year did not catty On the busi- 
ness in Canada. 


Pre-RSC History [s. 80.3]: S. 80.3 substituted by 1990, ¢. 39, s. 
17, applicable to fiscal periods and taxation years ‘ending after 1987. 
S. 80.3 formerly read: 


80.3 (1) Income deferral from destruction of livestock — 
Where an amount that would otherwise be included. in com- 
puting the income of a taxpayer for a particular taxation year 
~ from the business of farming is an amount received or receiv- 
able (depending upon the method followed by the taxpayer in 
computing his income from that business for that year) by the 
taxpayer in respect of the forced destruction of livestock 
under statutory authority, that amount shall, except where the’ 
taxpayer has reported the amount'as income in his return of 
income for the particular taxation year, be deemed to be in- 
come of the taxpayer from that business for his taxation year 
immediately following the particular taxation year. 


(2) Where ss. (1) not to apply — Subsection (1) does not 
apply to an amount received or receivable, as the case may 
be, by a taxpayer in a taxation year in which he died .or 
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ceased to be a resident of Canada or.in any subsequent taxa- 


tion year. 
S. 80.3 added by 1976-77, c. 4, s. 30, applicable to 1976 et seq. 
Definitions [s. 80.3]: ° 


“amount” — 248(1); “breeding animals”, 


“breeding herd” — 80.3(1); “business” — 248(1); “Canada” — 
255; “farming”, “taxpayer” — 248(1); “taxation year” — 11(2), 


249; “year” — 11(2). 
Interpretation Bulletins [s. 80.3]: [T-425: Miscellaneous farm 
income. 


80.4 (1) Loans [to employees] — Where a per- 
son or partnership receives a loan or otherwise incurs 
a debt because of or as a consequence of a previous, 
the current or an intended office or employment of 
an individual, or because of the services performed 
or to be performed by a corporation carrying on a 
personal services business, the individual or corpora- 
tion, as the case may be, shall be deemed to have 
received a benefit in a taxation year equal to the 
amount, if any, by which the total of 


(a) all interest on all such loans and debts com- 
puted at the prescribed rate on each such loan and 
debt for the period in the year during which it 
was outstanding, and 


(b) the total of all amounts each of which is an 
amount of interest that was paid or payable in re- 
spect of the year on such a loan or debt by 
(1) a person or partnership (in this paragraph 
referred to as the “employer’’) that employed 
or intended to employ the individual, 


(ii) a person (other than the debtor) related to 
the employer, or 


(iii) a person or partnership to or for whom or 
which the services were or were to be pro- 
vided or performed by the corporation or a 
person (other than the debtor) that does not 
deal at arm’s length with that person or any 
member of such partnership, 


exceeds the total of 


(c) the amount of interest for the year paid on all 
such loans and debts not later than 30 days after 
the end of the year, and 


(d) any portion of the total determined in respect 
of the year under paragraph (b) that is reimbursed 
in the year or within 30 days after the end of the 
year by the debtor to the person or entity who 
made the payment referred | to in that PRA eer Ph 


interest ‘housing loan to an : 


Income Tax Act, Part I, Div. B 


ployee” S as will not ffect th 
come Tax Act that allows a an off sett 


Related Provisions: 6(9) — Inclusion as income from office or 
employment; 12(1)(w) — Benefit from carrying on personal ser- 
vices business; 15(2) — Shareholder debt; 20(1)(c)(v) — Deduct- 
ibility of interest; 79(3)F(b)(v)(B)(1) — Where property surrendered 
to creditor; 80(1)“forgiven amount”B(h) — Debt forgiveness rules 
do not apply: 80.4(3) — Loans — exceptions; 80.4(4) — Interest on 
loans for home purchase or relocation; 80.5 — Interest deemed 
paid; 110(1)(j) — Deduction — home relocation loan. 


History: That portion of subsec. 80.4(1) preceding para. (a) 
amended by 1994, c. 7, Sch. VIII (1993, c. 24), s. 32, applicable to 
taxation years commencing after 1991. That portion formerly read: 


(1) Loans — Where a person or partnership received a loan 
or otherwise incurred a debt by virtue of the office or employ- 
ment or intended office or employment of an individual, or by 
virtue of the services performed or to be performed by a cor- 
poration carrying on a personal services business, the individ- 
ual or corporation, as the case may be, shall be deemed to 
have received a benefit in a taxation year equal tothe amount, 
if any, by which the total of 


Pre-RSC History: Para. 80.4(1)(a) substituted by 1985, c. 45, 
subsec. 38(1). Para. 80.4(1)(a) formerly read: 


(a) the amount of interest for the year on all such loans and 
debts computed at such prescribed rates as are in effect from 
time to time during the period in the year that the loans and 
debts were outstanding, and 


All that portion of subsec. 80.4(1) following subpara. 80.4(1)(b)(iii) 
substituted by 1985, c. 45, subsec. 38(2), applicable to 1984 ef seq. 
That portion formerly read: 


exceeds 


(c) the amount of interest for the year paid on all such 
loans and debts not later than 30 days after the end of the 
year. 


All that portion of subsec. 80.4(1) precede para. ah ‘subparas. 
80.4(1)(b)(ii), (iii) substituted and subpara. 80.4(1)(b)(iv) repealed 
by mg c. 45, subsecs. 25(1), (2), to substitute para. ae spe 
for “125(6)(g.1)” in that portion preceding para: (a), and to add “ 

at the end of subpara. (ii), applicable to 1985 ef seq. Subparas 
80.4(1)(b)(iii) and (iv) formerly read: 


(iii) the entity (within the meaning assigned by paragraph 
125(9)(b)), to or for which the services were ‘or were to be 
performed by the corporation, or 


(iv) a person (other than the debtor) related to the ‘entity 
(within the meaning assigned by paragraph 125(9)(b)); 


See also History at end of s. 80.4. 
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Selected Cases [subsec. 80.4(1)]: Vine Estate. v. Canada, 
[1990] 1 C.T.C. 18 (FCTD) (Amount applied. by 50%. shareholder 
from one company to cover losses of another fully owned company 
was benefit); Cooper v. MNR, [1989] 1 C.T.C. 66 (FCTD) (Provi- 
sion applies only to corporate officers and shareholders, not to loan 
from estate to executor). 


Regulations: 4301(c) (prescribed rate of interest for 80.4(1)(a)); 
but see also ITA 80.4(7)“prescribed rate”. 


Interpretation Bulletins: [T-171R2: Non-resident individuals — 
computation of taxable income earned in Canada and non-refund- 
able tax credits; IT-421R2: Benefits to individuals, corporations and 
shareholders from loans or debt. 


1.T. Technical News: No. 6 (payment of mortgage interest: sub- 
sidy by employer). 


(2) Idem — Where a person (other than a corpora- 
tion resident in Canada) or a partnership (other than 
a partnership each member of which is a corporation 
resident in Canada) was 


(a) a shareholder of a corporation, 


(b) connected with a shareholder of a corporation, 
or 


(c) a member of a partnership, or. a beneficiary of 
a trust, that was a shareholder of a corporation, 


and by virtue of such shareholding that person or 
partnership received a loan from, or otherwise in- 
curred a debt to, that corporation, any other corpora- 
tion related thereto or a partnership of which that 
corporation or any corporation related: thereto. was a 
member, the person or partnership shall be deemed 
to. have received a benefit in a taxation year equal to 
the amount, if any, by which 


(d) all interest on all such loans and debts com- 
puted at the prescribed rate on each such loan and 


debt for the period in. the year during which it 


was outstanding 
exceeds 


(e) the amount of interest for the year paid on all 
such loans and debts not later than 30 days after 
the later of the end of the year and December 31, 
1982. 


Related Provisions: 15(9) — Deemed benefit to shareholder; 
20(1)(c)(vi) — Deductibility of interest; 79(3)F(b)(v)(B)C) — 
Where property surrendered to creditor; 80(1)“forgiven 
amount’ B(h) — Debt forgiveness rules do not apply; 80.4(3) — Ex- 
ceptions; 80.5 — Deemed interest; 95(1)“foreign accrual property 
income” A(d) — Definitions — “foreign accrual property income”. 


Pre-RSC History: Para. 80.4(2)(d) ‘substituted by 1985, c.. 45, 
subsec. 38(3). Para. 80.4(2)(d) formerly read: 


(d) the amount of interest for the year on all such loans and 
debts computed at such prescribed rates as are in effect from 
time to time during the period in the year that the loans and 
debts were outstanding 


See also History at end of s. 80.4. 


Regulations: 4301(c) (prescribed rate of interest for 80.4(2)(d); 
but see also ITA 80.4(7)“prescribed rate”. 


Interpretation Bulletins: IT-421R2: Benefits to individuals, cor- 
porations and shareholders from loans or debt. 


S. 80.4(5) 


(3) Where subsecs. (1) and (2) do not ap- 
ply — Subsections:(1) and (2) do not apply in re- 
spect of any loan or debt, or any part thereof, 


(a) on which the rate of interest was equal to or 
greater than the rate that would, having regard to 
all the circumstances (including the terms and 
conditions of the loan or debt), have been agreed 
on, at the time the loan was received or the debt 
was incurred, between parties dealing with each 
other at arm’s length if 


(1) none of the parties received the loan or in- 
curred the debt by virtue of an office or em- 
ployment or by virtue of the shareholding of a 
person or partnership, and 


(ii) the ordinary business of the creditor in- 
‘cluded the lending of money, 


except where an amount is paid or payable in any 
taxation year to the creditor in respect of interest 
on the loan or debt Ae a party other than the 
debtor; or 


(b) that was included in computing the income of 
a person or partnership under this Part. 


Selected Cases [subsec. 80.4(3)]: Quigley v. Canada, [1996] 1 
C.T.C. 2378 (TCC) (“Was included” is question of fact and not 
same as “ought to have been included”), 


(4) Interest on loans for home purchase or 
relocation — For the purpose of computing the 
benefit under subsection (1) in a taxation year in re- 
spect of a home purchase loan or a home relocation 
Joan and for the purpose of paragraph 110(1)Q), the 
amount of interest. determined under paragraph (1)(a) 
shall not exceed the amount of interest that would 
have been determined thereunder if it had been com- 
puted at the prescribed rate in effect at the time the 
loan was received or the debt was incurred, as the 
case may be. 

Related Provisions: 80(14)(d) — Residual balance; 80.4(6) — 


Interest rate cap reset every 5 years; 110(1.4) — Replacement of 
home relocation loan, 


Pre-RSC History: Subsec. 80.4(4) amended by 1986, c. 6, subsec. 
40(1), applicable to 1985 et seq., to substitute heading “Interest on 
loans for home purchase or relocation” for “Interest on home 
purchase loans”, to substitute “in respect of a home purchase loan or 
a home relocation loan and for the purpose of paragraph 110(1)GQ)” 
for “on a home purchase loan”, and to add “as the case may be” 
after “the debt was incurred”. 


See also History at end of s. 80.4. 


Regulations: 4301(c) (prescribed rate of interest); but see also 
ITA 80.4(7)“prescribed rate”. 


Interpretation Bulletins: IT-421R2: Benefits to individuals, cor- 
porations and shareholders from loans or debt. 


(5) Idem — Where an individual has, before No- 
vember 13, 1981, 


(a) received a housing loan, or 


(b) made arrangements in writing in respect of a 
home purchase loan that would, if the loan were 
made before 1982, have been a housing loan, 
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for the purpose of computing the amount of interest 
referred to im’ paragraph (1)(a) on the loan, md 
amount of the loan may be reduced: 


(c) for the 1982 taxation year, by the amount, if 
any, by which $40,000 exceeds: the total of. 


(i) all amounts claimed as a reduction under 
this subsection for the year by the individual’s 
spouse. with whom the individual resided in 
the year, and 


(ii) all amounts claimed as a reduction under 
this subsection for the year by the individual 
on all other loans, and 


(d) for the 1983 taxation year; by the amount, if 
any, by which $20,000 exceeds the total of 


(i) all amounts claimed-as a reduction under 
this subsection for the year by the individual’s 

_ spouse with whom the individual resided in 
the year, and 


(ii) all amounts claimed as a reduction mies 
this subsection for the year by the individual 
on all other loans. 


(6) Deemed new home purchase loans — For 
the purposes of this section, other than paragraph 
(3)(a) and subsection (5); where a home purchase 
loan or a home relocation loan of an individual has a 
term for repayment exceeding five years, the balance 
outstanding on the loan on the date that is five years 
from the day the loan was received or was last 
deemed by this subsection ‘to have been received 
Shall be deemed to be a new home purchase loan re- 
ceived by the individual on that date. 

Related Provisions: 110(1)(j) + Home _ relocation loan; 


1100 4) — Replacement of home relocation loan; 252(4) — Ex- 
tended meaning of “spouse”, 


Pre-RSC History: Subsec. 80. 4(6) amended by 1986, c. 6, SATE 
40(2), applicable to 1985 et seqg., to add “or a home relocation 
loan”. . 


Interpretation Bulletins: IT-421R2: Benefits to individuals, cor- 
porations and shareholders from loans or debt. 


(7) Definitions — In this section, 


“home purchase loan’ means that portion of any 
loan received or debt otherwise incurred by an indi- 
vidual in the circumstances described in subsection 
(1) that is used to acquire, or to repay a loan or debt 
that was received or incurred to acquire, a dwelling, 
or a share of the capital stock of a cooperative hous- 
ing corporation acquired for the sole purpose of ac- 
quiring the right to inhabit a dwelling owned by the 
corporation, where the dwelling is for the habitation 
of 


(a) the individual by virtue of whose office or 
employment the loan is received or the debt is 
incurred, 


(b)-a specified shareholder of the corporation by 
virtue of whose services the loan is received or 
the debt is incurred, or © 
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(c) a person related to a person described in- para- 
graph (a) or (b), 
or that is used. to repay a home purchase loan;' 


History: That portion of “home purchase loan” preceding para. (a) 
in subsec. 80.4(7) substituted by 1994, c. 7, Sch. II (1991, c. 49), s. 
60, applicable to 1985 et seg. That portion formerly read: | 


“home purchase loan” means that portion of any loan re- 
ceived or debt otherwise incurred by an individual in the cir-- 
cumstances described in subsection (1) that is ‘used to acquire, 
or to repay a loan or debt that had been received or incurred 
to acquire, a dwelling for the habitation of 


Pre-RSC History: The definition “home purchase loan” was 
para. 80.4(7)(a). 


Para. 80.4(7)(a) substituted by 1984, c. 45, subsec. 25(3), to: delete 
from subpara. (ii) “(within the meaning assigned by paragraph 

125(9)(c))” located after “a specified shareholder” and to add after 
subpara. (iii) “or that is used to repay a home purchase loan; and”, 
applicable to taxation years ending after 1981, except that subpara. 
(11), as it read immediately prior to the coming into force of c. 45, 
shall continue to apply to the 1984 and prior taxation years: 


Interpretation Bulletins: [T-421R2: Benefits to individuals, cor- 
porations and shareholders from loans or debt. 


“prescribed rate” of interest means 
(a) 6% per annum before 1978, 
(b) 8% per annum for 1978, and 


(c) for any year, or part thereof, after 1978, such 

rate of interest as is prescribed therefor except 
that, for the purpose of computing the benefit 
under subsection (1) in a taxation year on a home 
purchase loan received after November 12, 1981 
and before 1982, the prescribed rate of interest at 
the time the loan was received shall be deemed to 
be 16% per annum. 


Pre-RSC History: The definition “prescribed rate” 
80.4(7)(b). 


was para. 


Regulations: 4301(c) (prescribed rate of interest for para. (c)). 


(8) Persons connected with a shareholder — 
For the purposes of subsection (2), a person is con- 
nected with a shareholder of a corporation if that 
person does not deal at arm’s length with the share- 
holder and if.that person is a person other than 


(a) a foreign affiliate of the corporation; or 


(b)a foreign affiliate of a person resident in Can- 
ada with which the corporation does not deal at 
arm’s length. 


Pre-RSC History [s. 80.4]: S. 80.4 substituted by 1980-81-82-83, 
c. 140, subsec. 44(1), applicable by 1984, c. 1, s. 111 (deemed to be 
in force on March 30, 1983), to taxation years ending after. 1981 
except that 


(a) where the taxation year ended in 1982, subsections 80.4(1) 
and (2) of the said Act, as enacted by c. 140, shall not apply to 
the part of that taxation year that is before 1982; and 


(b) subsection 80.4(2) of the said Act, as enacted. by .c..140, 
shall not apply before July 1, 1983 in respect of any loan re- 
ceived or debt incurred before December 8, 1982 by a corpora- 
tion that is not resident in Canada and that was not dealing at 
arm’s length with the creditor corporation. 
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Subdiv. f — Rules re Computation of Income 


(a) para. 80.4(1)(d) shall be deemed to have read as follows: 


“(d) the amount, if any, by which interest in respect of 
the taxation year on all loans each of which is described 
in paragraph (a), (a.1) or (b) (other than housing loans 
and excluded loans) received by him, computed at a pre- 
scribed rate per annum, exceeds the interest in respect of 
the taxation year paid by him before the end of the imme- 
diately following taxation year on all such loans,”; 


(b) subpara. 80.4(2)(a)() shall be deemed to have read as 
follows: 


“() the portion of any loan described in paragraph (1)(a) 
or (a.1) made to an officer or employee of a corporation 
or to an individual who becomes an officer or employee 
of a corporation to enable or assist him to purchase fully 
paid shares of the capital stock of the corporation or of a 
corporation related thereto to be held by him for his own 
benefit,”; and 


(c) para. 80.4(2)(b) shall be deemed to have read as follows: 


“(b) “housing loan” means the portion: of any loan made 
to 


(i) an officer or employee or to his spouse, or 


(ii) an individual who becomes an officer or em- 
ployee or to his spouse, where such loan is made 
within ninety days preceding the day he becomes an 
officer or employee, 


by virtue of his office or employment, to enable or assist 
him or his spouse to acquire a dwelling for his habitation 
if the acquisition of that dwelling was made in the course 
of a change in his residence and he was (or would have 
been had he moved from a location in Canada after 1971 
and incurred moving expenses) entitled to a deduction 
under section 62;” 


S. 80.4 formerly read: 


80.4 (1) Loans to officers, employees and sharehold- 
ers — Where an individual 


(a) is an officer or employee or is related to an officer or 
employee and has received a loan by virtue of his office 
or employment or the office or employment of a person 
to whom he is related, 


(a.1) becomes an officer or employee, or is related to an- 


other person who becomes an officer or employee, and, © 


within the ninety days preceding the day he or that other 
person becomes an officer or employee, has received a 
loan by virtue of his office or employment or the office 
or employment of that other person, or 


(b) is a shareholder of a particular corporation or is. re- 
lated to a shareholder of a particular corporation and has | 
received a loan (other than an excluded loan) from the 
particular corporation, from a corporation related to the 
particular corporation or from a partnership of which the 
particular corporation or a corporation related to the par- 
ticular corporation is a member, 


he shall be deemed to have received a benefit in a taxation 
year equal to the amount, if any, by which the aggregate of 


(c) the amount, if any, by which interest in respect of the 
taxation year on all housing loans received by him, com- 
puted at a prescribed rate per annum, exceeds the aggre- 
gate of 


(i) interest in respect of the taxation year paid by him 
before the end of the immediately following taxation 
year on all such loans, and 


And (by 1980-81-82-83, subsec. 44(3)), in applying s. 80.4 for the 
1980 and 1981 taxation years, 


S. 80.4 


(11) the product obtained when the prescribed rate per 
annum is multiplied by 


' (A) in the case of an individual whose spouse 
with whom he resided in the taxation year had a 
housing loan, an amount (in this subsection re- 
ferred to as his “agreed amount”) equal to such 
portion of $50,000 as has, by agreement between 
the individual and his spouse, been allocated to 
him and that, when, added to the agreed amount 
of his spouse, does not exceed $50,000, and 


(B) in any other case, $50,000, and 


(d) the amount, if any, by which interest in respect of the 
taxation year on all loans described in paragraphs (a) and 
(b). (other than, housing loans and excluded loans). re- 
ceived by him, computed at a prescribed rate per annum, 
exceeds the interest in respect of the taxation year paid 
by him before the end of the immediately following taxa- 
tion year on all such loans, 


exceeds 


(e) in the case of the individual referred to in clause 
(c)(ii)(A), that proportion of $500 that his agreed amount 
is of $50,000, and 


_(f) in any other case, $500. 


(1.1) Exception — Subsection (1) does not apply in any tax- 
ation year with respect to a loan referred to in paragraph 
(1)(a) or (a.1), unless the interest for the year that was paid 
thereon before the end of the immediately following taxation 
year is less than the interest that would have been payable 
thereon for the year if interest thereon were charged. at the 
rate of interest specified for the year in which the loan was 
made or the year in which the terms or conditions relating to 
the loan were last modified, whichever year is later: 


(2). Definitions — For the purposes of this section, 
(a) “excluded loan” — “excluded loan’ means 


(i) the portion of any loan described in paragraph 
(1)(a) made to an officer or employee of a corpora- 
tion to enable or assist him to purchase fully paid 
shares of the capital stock of the corporation or of a 
corporation related to it to: be held by him for his 
own benefit, 


(i) the portion of any loan included in computing the 
income of the individual to whom it was made, and 


(iii) a loan made by an individual (other than-a trust) 
to an individual with whom he was not dealing at 
arm’s length; 


(b). “housing loan” — “housing loan” means. the portion 
of any. loan made to an officer or employee or to his 
spouse, by virtue of his office or employment, to enable 
or assist him or his spouse to acquire a dwelling for his 
habitation if the acquisition of that dwelling was made in 
the course of a change in his residence and he was (or 
would have been had he moved from a location in Can- 
ada after 1971 and incurred moving expenses) entitled to 
a deduction under section 62; 


(c) “rate of interest specified for the year’ — “rate of 
interest specified for the year” in respect of a loan means 


(i) 6% per annum for any year before 1978, 
(ii) 8% per annum for 1978, and 


(iii) for any year after 1978, the rate of interest pre- 
scribed therefor for the purposes of subsection (1). 


Selected Cases: Marchand v. R., [1997] 2 C.T.C.. 312 (FCA) 
(Blending of market and other interest rates not permitted). 


Definitions [s. 80.4]: “amount” — 248(1); “arm’s length” — 
251(1); “Canada” — 255; “carrying on business” — 253; “‘corpora- 


tion” — 248(1), Interpretation. Act 35(1); “employee” 
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248(1); 


S. 80.4 


“employer” — 80.4(1)(b)(i); “employment” — 248(1); “foreign af- 
filiate” — 95(1), 248(1); “home purchase loan” — 80.4(7); “home 
relocation loan”, “individual”, “office”, “officer”, “person” 
248(1); “personal services business” — 125(7), 248(1): “pre- 
scribed” — 80.4(7); 248(1); “related” — 251(2); “resident in Can- 
ada” — 250; “share”, “shareholder”, “specified shareholder” — 
248(1); “spouse” — 252(4)(a): “taxation year’ — 249; “writing” — 
Interpretation Act 35(1). 

Pre-RSC History [former s. 80.4]: Paras. 80.4(1)(a.1), (2)(c), 
subsec. 80.4(1.1) added, all that portion of subsec. 80.4(2) preced- 
ing para. (a) substituted by 1980-81-82-83, c. 48, subsecs. 
42(1)-(4), applicable to 1980 et seg. That portion formerly read: 


39 “se 


9 “ 


(2) For the purpose of subsection (1), 


All that portion of subsec. 80.4(1) following subpara. (c)() substi- 
tuted, by 1979, c. 5, subsec. 25(1), applicable with respect to loans 
made after November 16, 1978. That portion (except for para (d), 
which remained unaltered) formerly read: 


(ii) the product obtained when the prescribed rate per an- 
num is multiplied by $50,000, and 


(e) $500. 
Para. 80.4(2)(b) substituted by 1979, c. 5, subsec. 25(2), applicable 
to 1979 et seq. 
Subpara.. 80.4(2)(a)(i) and para. 80.4(2)(b) substituted by 1977-78, 
c. 32, subsecs. 16(2), (3),. applicable to 1979. et seq. 


S. 80.4 added by 1977-78, c. 1, s. 35, applicable to 1979 et seq. 


80.5 Deemed interest — Where a benefit is 
deemed by section 80.4 to have been received in a 
taxation year by . 


(a) an individual or corporation under subsection 
80.4(1), or 


(b) a person or partnership under subsection 
80.4(2), 


the amount of the benefit shall, for the purposes of 
subparagraph 8(1)(j)(@j) and paragraph 20(1)(c), be 
deemed to be interest paid in, and payable in respect 
of, the year by the debtor pursuant to a legal obliga- 
tion to pay interest on borrowed money. 


Pre-RSC History: All that portion of 's. 80.5 following para. (b) | 


substituted by 1984, c. 1, s. 36, applicable to taxation years com- 
mencing after 1981. That portion formerly read: 


the amount of the benefit shall, for the purpose of paragraph 
20(1)(c), be deemed to be interest paid in the year and paya- 
ble in respect of the year, pursuant to a legal obligation to pay 
interest on borrowed money, by the debtor. 


S. 80.5 added by 1980-81-82-83, c. 140 s. 45(1), applicable, by 
1984,.c. 1, s. 112 (deemed in force on March 30, 1983), to taxation 
years commencing after 1981 except that in its application to the 
1982 taxation year, where a debtor would otherwise be entitled to 
make a deduction under para. 20(1)(c) with respect to a benefit 
deemed by s. 80.5 to be interest paid in the year and payable in 
respect of the year, the individual or corporation referred to in para. 
80.5(a) may in computing its income for the year, deduct an amount 
equal to the amount that the debtor would otherwise be entitled to 
deduct in computing its income for the year where the debtor elects 
in his return of income for the 1982 taxation year not to make such 
deduction. 


Definitions: “amount” — 248(1); “corporation” — 248(1), Inter- 
pretation Act 35(1); “individual”, er earie Coy ee: SHARON 
year” — 249, 


Interpretation Bulletins: IT-421R2: Benefits to individuals, cor- 
porations and shareholders from loans or debt. 
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Subdivision g — Amounts Not — 
Included in Computing Income 


81. (1) Amounts not included in income — 
There shall not be included in computing the income 
of a taxpayer. for a taxation.year, 


(a) statutory exemptions — an amount that is 
declared to be exempt from income tax by any 
other enactment of Parliament, other than an 
amount received or receivable by an individual 
that is exempt by virtue of a provision contained 
‘in a tax convention or agreement with another 
country that has the force of law in Canada; 


Related Provisions; 110(1)(f)(j) — Deduction for amount ex- 
empted by treaty; 126(3)(c) — Employees of international organiza- 
tions; 212(1)(h) —— Pension benefits. 

Pre-RSC History: Para. 81(1)(a) substituted by 1980-81-82-83, c. 
140, subsec. 46(1), applicable to 1982 et seq. Para. 81(1)(a) for- 
merly read: 


(a) an amount that is declared to be exempt from income tax 
by any other enactment of the Parliament of Canada. 


Selected Cases [para. 81(1)(a)]: Poker v. Canada, [1995] 1 
C.T.C, 84 (FCTD) (Factors considered with respect to taxability of 
income earned by taxpayer identified in Indian Act); Williams v. 
Canada, [1990].2 C.T.C. 124 (FCA); rev’d.[1992] 1 C.T.C. 225 
(SCC) (Unemployment insurance benefits received by Indian after 
work on reserve completed not taxable). 


Remission Orders: Indian Income Tax Remission Order, PC. 
1993-523, P.C. 1993- 1649 (remission of tax on income from an em- 
ployer that resides on a reserve); Indian Income Tax Remission Or- 
der (Yukon Territory Lands), P.C, 1995-197 (certain lands in Yukon 
treated as Indian reserves for income tax purposes); Indians and 
Bands on certain Indian Settlements Remission Orders, P.C. 1992- 
1052 (remission of tax payable by Indians and Indian bands); Indi- 
ans and Bands on Certain Indian Settlements Remission Orders 
(1997), P.C. 1992-1529 (remission of tax payable by Indians and 
Indian bands), 


interpretation Bulletins: IT-62: Indians [withdrawn — under 
revision]. 


I.T. Technical News: No. 2 (tax exemption for Indians); No. 5 
(statutory exemptions — /ndian Act); No. 7 (Indians: interest in- 
come — situs of savings accounts); No. 9 habeas of Indians’ in- 
vestment income).: 


Forms: TD1-IN: Determination of exemption yin an Indian’s em- 
ployment income. 
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Subdiv’ ¢— Amounts Not Included 


(b) War Savings Certificate — an amount re- 

ceived under a War Savings Certificate issued by 
His Majesty in right of Canada or under a similar 
savings certificate issued by His Majesty in right 
of Newfoundland before April 1, 1949; 


(c) ship or aircraft of non-residents — the 
income for the year of a non-resident person 
earned in Canada from the operation of a ship or 
aircraft in international traffic, if tae country 
where that person resided grants substantially 
similar relief for the year to a person resident in 
Canada; 

Related Provisions: 1 15(1)(b)(ii)(B) — Exclusion of ship or air- 

craft from taxable Canadian property; 250(6) — Residence of inter- 


national shipping corporation; Canada—U.S. tax treaty, Art. VIII — 
Operation of ships or aircraft in international traffic. 

Pre-RSC History: Para. 81(1)(c) substituted by 1974-75-76, c. 26, 
subsec. 44(1), applicable to 1974 et seq.; to delete “by him” after 
“operation”. 
Selected Cases [para. 81(1)(c)]: Crown Forest Industries Ltd. 
v. Canada, [1992] 2 C:T.C. 1 (PCTD); aff'd (Nov: 8, 1993), Doc. 
A-1103-92, A-1104-92, A-1105-92 (FCA), (Corporation liable to, 
_but exempt from, US tax was resident in US under treaty by virtue 
of place of management and business); Furness, Withy & Co. Ltd. v. 
MNR, [1968] C.T.C. 35 (SCC) (income from services rendered in 
Canada to unrelated companies not exempt; ‘income from’services 
by company’ § Canadian branches rendered to ships in company’s 
service exempt). 

Interpretation Bulletins: IT-494: Hire of ships and aircraft from 
non-residents. 


(d) service at ip allowance or compen- 
sation — a pension: payment; an allowance or 
compensation that is received under or is subject 
to the Pension Act, the Merchant Navy Veteran 
and Civilian War-related Benefits Act or the War 
Veterans Allowance Act, an amount received 
under the Gallantry Awards Order or compensa- 
tion received under the regulations made under 
section 9 of the Aeronautics Act; 


Related Provisions: 212(1)(h)(iii) —Exemption from non- resi- 
dent withholding tax. 


History: Para. 81(1)(d) amended Wy 1994, c.:7, Sch. 1V (1992, c. 
24), s. 15, to substitute “Merchant Navy Veteran and Civilian War- 
related Benefits Act’ for..“Civilian War Pension and Allowances 
Act’, effective July 1,.1992. 


Para. 81(1)(d) amended by 1994, c. 7, Sch. II (1991, c. 49), subsec. . 


61(1), to add “an amount received under the Gallantry Awards Or- 
der’, applicable to 1986 et seq. 

Pre-RSC History: Para. 81(1)(d) amended by 1987, c. 45, s. 17, to 
delete reference to the Compensation for Former Prisoners of War 


Act, applicable to taxation years commencing after February 1, 
1988. 


Para. 81(1)(d) amended by 1985, c. 28, s. 9, to substitute “section 
7.7 of the Aeronautics Act’ for “section 7 of the Aeronautics Act’. 


S. 81(1)(g) 


Para. 81(1)(d) amended by 1974-75-76, c. 95, s. 13, deemed.to be in 
force April 1, 1976, to add reference to the Compensation for For- 
mer Prisoners of War Act. 


Interpretation Bulletins: IT-397R: Amounts excluded from in- 
come — statutory exemptions and certain service or RCMP pen- 
sions, allowances and syail saponin 


(ec) war pensions — a pension payment re- 
ceived on account of disability or death arising 
out of a war from a country that was an ally of 
Canada at the time of the war, if that country 
grants substantially similar relief for the year to a 
person receiving a pension referred to in para- 
graph (d); 
Related Provisions: 212(1)(h) (G11) — Exemption from non-resi- 
dent withholding tax. 


History: Para. 81(1)(e) substituted by 1994, c..7, Sch. If (1991, c. 


49), subsec. 61(2), ap pern, to 1988 et Be Para. (e) formerly 


‘read: 


(e) service pension from another country — a’ pension 
payment received on account of disability or death arising out 
of war service from a country that was an ally of Her majesty 
or His Majesty at the time of the war service, if that country 
grants substantially similar relief for the year to a person re- 
ceiving a pension referred to in paragraph (d); 


Interpretation Bulletins: IT-397R: Amounts excluded from in- 
come — statutory exemptions and certain service or RCMP a 


‘sions, allowances and compensation. 


(f) Halifax disaster pensions, Bratits or al- 
lowances — a pension payment, a grant or an 
allowance in respect of death or injury sustained 
in the explosion at Halifax in 1917 and received 
from the Halifax Relief Commission the incorpo- 

. ration of which was confirmed by An Act respect- 
ing the Halifax Relief Commission, chapter 24 of 
the Statutes of Canada, 1918, or received pursu- 
ant to the Halifax Relief Commission Pension 
Continuation Act, chapter 88 of the Sas of 
Canada, 1974-75-76; 


Related Provisions: 212(1)(h)Gi1) — Exemption from non-resi- 
dent withholding tax. 


History: Para. 81(1)(f) amended by 1995, c. 18, s. 88, in force Sep- 
tember 15, 1995. Para. (f) formerly: read: 


(f) a pension payment, a grant or an allowance in respect of 
death or injury sustained in the explosion:at Halifax in 1917 
received from the Halifax Relief Commission the incorpora- 
tion of which was confirmed by An Act respecting the Halifax 
Relief Commission, chapter 24 of the Statutes of Canada, 
1918, or from the Canadian Pension Commission pursuant to 
the Halifax Relief Commission Pension Continuation Act, 
chapter 88 of the Statutes of Canada, 1974-75-76; 


Pre-RSC History: Para. 81(1)(f) substituted by 1974-75-76, c. 88, 
s. 8, proclaimed in force from June 11, 1976. Para. (f) formerly 
read: 
(f).a pension payment in respect of death or injury sustained 
in the explosion at Halifax in 1917 received from the Halifax 
Relief Commission the incorporation of which was confirmed 
by chapter 24 of the Statutes of Canada, 1918; 


(g) compensation by Federal Republic of 
Germany —a payment made by the Federal 
Republic of Germany or by a public body per- 
forming a function of government within that 
country as compensation to a victim of National 
Socialist persecution, where no tax is payable in 
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S. 81(1)(g) 


respect of that payment under a law of the Fed- 
eral Republic of Germany that imposes an in- 
come tax; eer 

Related Provisions: 212(1)(h)(iii) — Exemption from non-resi- 

dent withholding tax. 
(g.1) income from personal injury award 
property — the income for the year from any 
property acquired by or on behalf of a person as 
an award of, or pursuant to an action for, dam- 
ages in respect of physical or mental injury to 
that person, or from any property substituted 
therefor and any taxable capital gain for the year 
from the disposition of any such property, 


(i) where the income was income from the 
property, if the income was earned in respect 
of a period before the end of the taxation year 
in which the person attained the age of 21 
years, and 


(ii) in any other case, if the person was less 
than 21 years of age during any part of the 
year; 
Related Provisions: 81(1)(g.2) — Income: from income exempt 
under paragraph (g.1); 81(5) — Election to increase ACB of capital 
property at age 21; 248(5) — Substituted property. 
Pre-RSC History: Para. 81(1)(g.1) substituted by 1985, c: 45, 
subsec. 39(1), applicable. to 1984 et seg. Para. (g.1) formerly read: 
(g.1) income from property acquired as-personal. injury 
award — the income of the taxpayer for the year from any 
property, or any property substituted therefor, or the taxable 
capital gain of the taxpayer for the year from the disposition 
of any such property, acquired by the taxpayer or by any per- 
son for the benefit of the taxpayer as an award of, or pursuant 
to an action for, damages in respect of physical or mental in- 
jury to the taxpayer, if the income or taxable capital gain was 
received 
(i) by the taxpayer, 
(11) by the taxpayer’s guardian, curator, tutor, committee 
or other legal representative, or 
(iii) by an officer of a court for the benefit of the 
taxpayer, 
before the taxpayer attained the age of 21 years; 
All that portion of para. 81(1)(g.1) preceding subpara. (1) substituted 
by 1974-75-76, c. 26, subsec. 44(2), applicable to 1972 et seq. 
Para. 81(1)(g.1) added by 1973-74, c. 14, subsec. 23(2), applicable 
to 1972 et seq. 


Interpretation Bulletins: IT-365R2: Damages, settlements and 

similar receipts. 
(g.2) income from income exempt under 
para. (g.1) — any income for the year from any 
income that is by virtue of this paragraph or para- 
graph (g.1) not required to be included in com- 
puting the taxpayer’s income (other than any in- 
come attributable to any period after the end of 
the taxation year in which the person on whose 
behalf the income was earned attained the age of 
21 years); 

Pre-RSC History: Para. 81(1)(g.2) substituted by 1985, c. 45, 

subsec. 39(1), applicable to 1984 er seq. Para. (g.2) formerly read: 


(g.2) any income of the taxpayer for the year (other than any 
such income received after he attained the age of 21 years) 
from any income that is, by virtue of paragraph (g.1) or this 
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paragraph, not required to be included in computing the tax- 
payer's income for any taxation year; 


Para. 81( 1)(g. 2) added by 1973-74, c. 14, subsec. 23(2), applicable 
to 1972 et seq. 


Interpretation Bulletins: IT-365R2: Damages, settlements and 
similar receipts. 


(g.3) [Repealed. under former Act] 


Pre-RSC History: Para. 81(1)(g.3) repealed by. 1985, c. 45, sub- 
sec. 39(1), applicable to 1984 et seq. Para. (g.3) formerly read: 


(g.3) interest paid on property acquired as award and 
held for benefit of taxpayer under 21 years — any amount 
paid to the taxpayer in the year by a person described in sub- 
paragraph (g.1)(ii) or (iii) as, on account or in eu of payment 
of, or in satisfaction of, interest on 
_ (i) any property, or any property substituted therefor, ac- 
quired by or for the benefit of the taxpayer as described 
in paragraph (g.1), or 
(ii) any income of the taxpayer from any property re- 
ferred to in subparagraph (i), 
in respect of a period during which 


(iii) the property or the income, as the case may be, was 
held or was received and held, as the case may be, by that 
person or, if that person was an officer of a court, under 
his jurisdiction, and 


(iv) the taxpayer was under the age of 21 years; 


Para. 81(1)(g.3) added: by 1973-74, c. 14, subsec. 23(2), applicable - 
to 1972 et seq. 


(h) social assistance — where the taxpayer is 
an individual (other than a trust), a social assis- 
tance payment (other than a prescribed payment) 
ordinarily made on the basis of a means, needs or 
income test under a program provided for by an 
Act of Parliament or a law of a province, to the 
extent that it is received directly or indirectly by 
the taxpayer for the benefit of another individual 
(other than the taxpayer’s spouse or a person who 
is related to the LAxDay es or to the taxpayer’s 
spouse), if 


(i) no family allowance under the Family Al- 
lowances Act or any similar allowance under a 
law of a province that provides for payment of 
an allowance similar to the family allowance 
provided under that Act is payable in respect 
of the other individual for the period in re- 
spect of which the social assistance payment 
is made, and 


(ii) the other individual resides in the tax- 
payer’s principal place of residence, or the 
taxpayer’s principal place of residence 1s 
maintained for use as the residence of that 
other individual, throughout the period re- 
ferred to in subparagraph (i); 
Related Provisions: 56(1)(u), 110(1)(f) — Income inclusion and 
deduction — social assistance payments; 252(4) — Extended mean- 
ing of “spouse”. 
History: That portion of para. 81(1)(h) preceding subpara. (i) 
amended by 1994, c. 7, Sch. VIII (1993, c. 24), s. 33, to substitute 
“the taxpayer’s spouse or a person who is related to the taxpayer or 
to the taxpayer’s spouse” for “a person who is cohabiting in a con- 
jugal relationship with the taxpayer or who is related to the taxpayer 
or to such a person”, applicable after 1992. 
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| Para. 81(1)(h) added by 1994, c. 7, Sch. II (1991, c..49), subsec. 
61(3), applicable to 1982 et, seg. and, notwithstanding subsecs. 
152(4) to (5), if before 1992 [1994, c. 7, Sch. VIIT (1993, c. 24), s. 
159 provides that such a request made before December 11, 1993 
shall be deemed to, have been made. before 1992] a taxpayer re- 


quested the Minister of National. Revenue to do so, such. assess-. 


ments of tax, amounts deemed to be paid on.account of tax, interest 
_and penalties payable or deemed to be paid by the taxpayer for any 
such year shall be made as-are necessary to give effect to the pare. 
in respect of the taxpayer. 


Regulations: No prescribed payments to date. 


Pre-RSC History [former para. 81(1)(h)]: Para. 81(1)(h) re- 
pealed by 1980-81-82-83, c. 140, subsec.  46(2), applicable to 1982 
et seq. Para. (h) formerly read: 


(h) workmen’s compensation — compensation received. 
under an employees’ or workmen’s compensation law of 
‘Canada or a province in respect of an injury, disability or 
death, except any such compensation received by a person as 
the employer or former employer of the person in respect of 
‘whose injury, disability or death the compensation was paid; 


(i) RCMP pension or compensation — a 
pension payment or compensation received under 
section 5, 31 or 45 of the Royal Canadian 
Mounted Police Pension Continuation Act, chap- 
ter R-10 of the Revised Statutes of Canada, 1970, 
or section 32 or 33 of the Royal Canadian 
Mounted Police Superannuation Act, in respect 
of an injury, disability or death; 


Related Provisions: 212(1)(h)(Gii) — Exemption from non-resi- 
dent withholding tax. 


Interpretation Bulletins: IT-397R: Amounts excluded from in- 
come — statutory exemptions and certain service or RCMP pen- 
sions, allowances and compensation. 


(j) [Repealed under former Act] 


Pre-RSC History: Para. 81(1)(j), repealed by 1980-81-82-83, c. 
140; subsec. 46(3), applicable to 1982 et seg. Para: (4) formerly 
read: 


(j) social assistance payments — the amount of any social 
assistance payment made on a means or a needs test basis, 


(1) by a registered charity, or 


(11) under a prescribed program provided for by an Act of 
the Parliament of Canada or a law of a province; 


“Registered charity” substituted for “registered Canadian charitable 
organization” in subpara. 81(1)Q)(i) by 1976-77, c. 4, .s..87 and 
Schedule I, applicable to, 1977-et seq. 


(k) employees profit sharing plan — a pay- 
ment or part of a payment from an employees 
profit sharing plan that section 144 provides is 
not to be included; 


(1) prospecting — an amount in respect of the 
receipt of a share that section 35 provides is not 
to be included; 

Selected Cases [para. 81(1)(I)]: Cooper v. MNR, [1977] C.T.C. 


107 (FCA) (Proceeds from disposition of shares received for claims 
acquired pursuant to agreement with prospector exempt). 


(m) interest on certain obligations — inter- 
est that accrued to, became receivable or was re- 
ceived by, a corporation resident in Canada (in 
this paragraph referred to as the “parent corpora- 
tion”) on a bond, debenture, bill, note, mortgage 
or similar obligation received by it as considera- 
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tion for the disposition by it, before June 18, 
1971, of 


(i) a business carried on by it in a cia 
other than Canada, or 


(ii) all of the shares of a corporation that car- 
ried on a business in a country other than Can- 

_ada, and such of the debts and other obliga- 
tions of that corporation as were, immediately 
before the disposition, owing to the parent 
corporation, 

if 

(iii) the business was of a public utility or 
public service nature, 
(iv) the business or the property described in 
subparagraph (11), as the case may be, was dis- 
posed of to a person or persons resident in that 
country, and 


(v) the obligation received by the parent cor- 
poration was issued by or guaranteed by the 
government of that country or any agent 
thereof; 

Related Provisions: 40(2)(d) — Reduction in capital loss on 


bond to reflect exempt income; 87(2)(Gj) — Amalgamations — con- 
tinuation of predecessor corporations. 


Pre-RSC History: All that portion of para. 81(1)(m) preceding 
subpara. (i) substituted by 1980-81-82-83, c. 48, subsec. 43(1), ap- 
plicable to taxation years commencing after October 28, 1980. That 
portion formerly read: 


(m) interest received by a corporation resident in Canada (in 
this paragraph referred to as the “parent corporation”) on a 
bond, debenture, bill, note, mortgage, hypothec or similar ob- 
ligation received by it as consideration for the disposition by 
it, before June 18, 1971, of 


(n) Governor General — income from the of- 
fice of Governor General of Canada; 


(0), (p) [Repealed] 
History: Paras. 81(1)(o) and (p) repealed by 1998, c. 19, subsec. 
14(1), applicable to 1998 et seg. The paras. formerly read: 


(o). RESP refunds —a refund of payments (within the 
meaning assigned by subsection 146.1(1)); 


(p) educational assistance payments — an educational as- 
sistance payment (within the meaning assigned by subsection 
146.1(1)) received by a beneficiary under an education sav- 
ings plan (within the meaning assigned by subsection 
146.1(1)) that is not registered or the registration of which has 
been revoked pursuant to section 146.1; 


Pre-RSC History: Paras. 81(1)(0) and (p) added by 1974-75-76, c. 
26, subsec. 44(3), applicable to 1972 et seq. 
(q) provincial indemnities — an amount paid 
to an individual as an indemnity under a_ pre- 
scribed provision of the law of a province; or 
Pre-RSC History: Para. 81(1)(q) added by 1979, c. 5,.s. 26, 
applicable with respect to amounts received after 1977. 
Regulations: 6501 (prescribed provisions — criminal injuries 
compensation and motor vehicle accident claims). 
(r) foreign retirement arrangements — an 
amount that is credited or added to a deposit or 
account governed by a foreign retirement ar- 
rangement as interest or other income in respect 
of the deposit or account, where the amount 


S. 81(1)(r) 


would; but for this paragraph, be included in the 
taxpayer’s income solely because of that credit- 
ing or adding. 

Related Provisions: 56(1)(a)(i)(C.1) — Inclusion in: income of 


payment. from foreign retirement.arrangement; 146(20) — Where 
amount credited or added deemed not received. 


History: Para. 81(1)\(r) added. by. 1994, c. 7, Sch. I (1991, c. 49), 
subsec. 61(4), applicable to 1990 et seq. 


(s) [Repealed under former Act] 


Pre-RSC History [paras. 81(1)(r), (s)]: Former para. 81(1)(r), 
para. (s) repealed by 1986, c. 2, subsec. 20(1), applicable to 1986 et 
seq. Paras. (r), (s) formerly read: 


(r) [amount under Petroleum and Gas Revenue Act] — 
an amount determined under section 83.1 of the Petroleum 

and: Gas Revenue Tax Act for the year computed without ref- 
erence to paragraph (1)(c) thereof; or 


(s) [incremental resource royalty] — the amount, if any, by 
which the amount of an incremental resource royalty received 
by the taxpayer in the year exceeds the aggregate of all incre- 
mental payouts by him in respect of the royalty. 
Paras. 81(1)(r), (s) added by 1980-81-82-83, c. 104, subsec. 31(1), 
applicable to 1982 ef seq. 


Selected Cases [subsec. 81(1)]: ACTRA Fraternal Benefit 
Society v. R., [1997] 3 C.T.C. 61 (FCA) (Allocation of assets to par- 
ticular fund was rebuttable presumption only). 


(1.1). [Repealed under former Act] 


Pre-RSC History: Subsec. 81(1.1) repealed by 1986, c. 2, subsec. 

20(2), applicable to 1986 ef seg. Subsec. (1.1) formerly read: 
(1.1) Interpretation — In paragraph (1)(s), “incremental pay- 
out” and “incremental resource royalty” have the same mean- 
ings as in the Petroleum and Gas Revenue Tax Act. 


Subsec. 81(1.1) added by 1980-81-82-83, c. 104, subsec. 31(2), ap- 
plicable to 1982 et seq. 


(2) M.L.A.’s expense allowance’— Where an 
elected member of a provincial legislative assembly 
has, under an Act of the provincial legislature, been 
paid an allowance in a taxation year for expenses in- 
cident to the discharge of the member’s duties in that 
capacity, the allowance shall not be included in com- 
puting the member’s income for the year unless it 
exceeds '/2 of the maximum fixed amount provided 
by law as payable to the member by way of salary, 
indemnity and other remuneration as a member in re- 
spect.of attendance at a session of the legislature, in 
which event there shall.be-included in computing the 
member’s income for the year only the amount by 
which the allowance exceeds 1/2 of that maximum 
fixed amount. 


Related Provisions: 6(1)(b) — Personal or living-expenses. 


Interpretation Bulletins: IT-266: Taxation of members of pro- 
vincial legislative assemblies. 


(3) Municipal officers’ expense allowance — 
Where a person who is 


(a) an elected officer of an Soha loo 
municipality, 


(b) an officer of a municipal utilities board, com- 
mission or corporation or any other similar body, 
the incumbent of whose office as such an officer 
is elected by popular vote, or 
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(c) a member of a public or separate school board 
or similar body governing a school district, 


has been paid by the municipal corporation or the 
body of which the person was such an officer or 
member (in this subsection referred to as the per- 
son’s “employer”’) an amount as an allowance in a 
taxation year for expenses incident to the. discharge 
of the person’s duties as such an officer or member, 
the allowance shall not be included in computing the 
person’s income for the year unless it exceeds 'h of 
the amount that was paid to the person in the year by 
the person’s employer as salary or other remunera- 
tion as such an officer or member, in which event 
there shall be included in computing the person’s in- 
come for the year only the amount by which the al- 
lowance exceeds '/2 of the amount so paid to. the per- 
son by way of salary or remuneration. 


Related Provisions: 6(1) — Amounts included as income from 
office or employment, 


Pre-RSC History: Subsec. 81(3) st substituted by 1974-75-76, c. 26, 
subsec. 44(4), applicable to 1974 ef seq. Subsec. (3) ay ee read: 


(3) Where 
(a) an elected officer of an incorporated municipality, or 


(b) an officer of a school board or school district, a mu- 
nicipal utilities board, commission or corporation or any 
other similar body, the incumbent of whose office as 
such an officer is elected by popular vote, 


has been paid by the municipal corporation or the body. of 
which he was such an officer (in this subsection referred to as 
his “employer”) an amount as an allowance in a taxation year 
for expenses incident to the discharge of his duties as such an 
officer, the allowance shall not be included in computing his 
income for the year unless it exceeds '/2 of the amount that 
was paid to him in the year by his employer as salary or other 
remuneration as such an officer, in which event there shall be 
included in computing his income for the year only the 
amount by which the allowance exceeds '/2 of the amount so 
paid to him by way of salary or remuneration. 


Interpretation Bulletins: IT-292: Taxation of elected officers of 
incorporated municipalities, school boards, etc. 


(3.1) Travel expenses — An amount received by 
an individual in respect of the individual’s part-time 
employment by an employer with whom the individ- 
ual was dealing at arm’s length as an allowance for, 
or reimbursement of, travel expenses incurred during 
a period throughout which the individual had other 
employment or was carrying on a business shall not 
be included in computing the individual’s income to 
the extent that it is paid by the employer and does 
not exceed a reasonable amount on account of travel 
expenses (other than expenses incurred in the per- 
formance of the duties of the individual’s part-time 
employment) incurred by the individual in respect of 
that part-time employment, if the duties of the part- 
time employment are performed at a location not less 
than 80 kilometres from both the individual’s ordi- 
nary place of residence and principal place of em- 
ployment or business. 

Pre-RSC History: Subsec. 81(3.1) substituted by 1980-81-82-83, 


c. 140 subsec. 46(4), applicable with respect to travelling expenses 
incurred after 1981, to substitute “80 kilometres” for “50 miles”. 
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Subsec. 81(3.1) added by 1980-81-82-83, c. 48, subsec. sia ap- | 


plicable in respect of amounts: received after 1979. 


interpretation Bulletins: IT-522R: Vehicle, travel and sales ex- 
penses of Fei te eet 


(4) [Repealed under former “mee 


Pre-RSC History: Subsec. 81(4) repealed by 1980-8 1-82- 83; )C. 
48, subsec. 43(3), applicable after December ie nike Subsec. ae 
formerly read: 


_ (4) Property subsequently substituted — For the purposes 
of paragraphs (1)(g.1), (g.2) and (g.3), where a person: who 
did own, or.hold property has disposed of it and acquired 
other property in substitution therefor and subsequently, by 
one or more further transactions, has effected one or more 
further substitutions, the property acquired by : any such trans-— 
action shall be deemed to have been substituted for the prop- 
erty originally owned or held. 


Subsec. 81(4) added by 1973-74, c.14, subsec. 23(3), applicable to 
1972 ‘et seq. 


(5) Election aH Witeres a taxpayer ora: person de- 
scribed in. paragraph (1)(g.1) has acquired capital 
property under the circumstances described: in that 


paragraph, the taxpayer or the:person may, in the re- — 


turn of income of the taxpayer for the taxation, year 
in which the taxpayer attains the age of 21 years, 
elect to treat any such capital property held by the 
taxpayer or person as having been disposed of on the 
day immediately preceding the day on which the tax- 
payer attained the age of 21. years for proceeds of 
disposition equal to the fair. market. value of. the 
property on that day and the person or taxpayer mak- 
ing the election shall be deemed to have reacquired 
that property immediately thereafter at a cost equal 
to those proceeds. 


Pre- RSC History: Subsec. 81(5) ied by’ 1976.77, ci 4)°s. 31, 
applicable to 1972 et seq. 


Definitions [s. 81]: “Act” -— Lae foreseen Act. 35(1); 
-amount” — 24a(1); “arm’s. length” —251(1), “business”, — 
248(1); “Canada” — 255; “capital property” — 54, 248(1); “corpo- 


ration” — 248(1), Interpretation Act 35(1); “employees profit shar- 
ing plan” — 144(1), 248(1); “employer” — 81(3)(c), 248(1); “for- 
eign retirement arrangement”, “individual”, “international 
traffic” — 248(1); “legislative assembly” — Interpretation: Act 


35(1); “non-resident”, “office”, “person”, “prescribed”, “prop- 
erty” —.248(1); “province” — Interpretation: Act 35(1),.“regula- 
tion” —.248(1); “related” — 251(2); “resident in Canada” DO 
“share” — 248(1); “taxable capital gain” — 38(a), 248(1); “taxation 


year” — 249; Dai yoni — 248(1); “trust” — 104(1), 248(1), (3). 
“SuBUIViSsion h — Corporations 
Resident in Canada and Their 


Shareholders 


82. (1) Taxable dividends received — In coim- 
puting the income of a taxpayer for a taxation year, 
there shall be included 


(a) the total of 


(i) all amounts each of which is a taxable divi- 
dend received by the ‘taxpayer in the year as 
part of a dividend rental arrangement of the 


S. 82(1) 


taxpayer from a corporation resident in Can- 

ada or a taxable dividend received by the tax- 

payer in the year from a corporation resident 

in Canada that is not a taxable Canadian 
corporation, 


(i.1) where the taxpayer is a trust, all amounts 
each of which is all or part of a taxable divi- 
dend (other than a taxable dividend described 

ye subparagraph (i)). that was received by the 
trust in the year on a share of the capital stock 
of a taxable Canadian corporation and that can 
reasonably be considered as. having been in- 
cluded in computing the income of a benefici- 
ary under the trust who was non-resident at 
the end of the year, and 


(ii) the amount, if any, by neh 


(A) the total of all amounts received by the 
taxpayer in the year from corporations res- 
ident in Canada. as, on account of, in lieu 
of payment of or in satisfaction of, taxable 
dividends, other than an amount included 
in computing the income of the taxpayer 
because of fgubparageaph (i) or (1. i" 


exceeds 


(B) where the taxpayer is an individual, the 
total of all amounts paid by the taxpayer in 
the year that are deemed by subsection 
260(5) to have been received by another 
person as taxable dividends, 


plus 


(b) where the taxpayer is an individual, other than 
a trust that is a registered charity, 4 of the 
amount determined under subparagraph (a)(ii) in 
respect of the taxpayer for the year. 


Related Provisions: 12(1)() — Inclusion into income from busi- 
ness or property; 52(3) — Cost of stock dividend; 82(1.1) — Appli- 
cation of 82(1)(a)G); 82(2) — Dividends included in income by at- 
tribution rules; 82(3) — Dividends received by spouse; 90 — 
Dividends received from non-resident corporation; 104(19) — Tax- 
able dividend received by trust; 112(3)(b)(i) — Reduction in loss on 
subsequent disposition of share by. corporate. shareholder; 
112(4)-(4.3) —.Loss on share held: as inventory; 121 — Dividend 
tax credit; 127.52(1)(f) — Exclusion of gross-up for:minimum tax 
purposes; 137(4.2) — Credit unions — deemed interest deemed not 
to’ be ‘a-dividend; Canada-U.S. tax treaty, Art. X Taxation of 
dividends. 


History: Subpara. 82(1)(a)(.1) added and cl. 82(1)(a)(ii)(A) 
amended by 1998, c. 19, subsecs. 114(1) and (2), applicable to taxa- 
tion years that end after sh 26, 199352 Cl: DEO. eli 
read: 


(A) the total of all amounts received by the taxpayer in the 
year from corporations resident in Canada’as, on account or 
in lieu of payment of, or in satisfaction of, taxable dividends, 
other than an amount included in computing the income of 
the taxpayer by reason, of subparagraph (i), 


Pre-RSC History: Subsec. 82(1) substituted by 1990, c. 39, s. 18, 
applicable to 1989 ef seg. except that no amount shall be included in 
the ageregate determined under cl. 82(1)(a)(ii)(B) in respect of an 
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amount paid before June 1989. (See also subsec. 82(1.1).) Subsec. 
(1) formerly read: 


82. (1) In computing the income of a taxpayer for a taxation 
year, there shall be included 


(a) all amounts received by him in the year from corpora- 
tions resident in Canada as, on account or in lieu of pay- 
ment of, or in satisfaction of, taxable dividends, 


plus 


(b) where the taxpayer is an individual, other than a trust 
that is a registered charity, '/+ of the aggregate of all 
amounts described in paragraph (a) received by him in 
the year from taxable Canadian corporations. 


Para. 82(1)(b) amended by 1988, c. 55, subsec. 54(1), to substitute 
“/4” for “3”, applicable with respect to taxable dividends received 
in taxation years ending after 1987. 


All that portion of subsec. 82(1) following para. (a) amended by 
1986, c. 55, s. 22, to substitute “3” for “2”, applicable to taxable 
dividends received after 1986. 


Para. 82(1)(b) substituted by 1977-78, c. 1, s. 36, applicable in re- 
spect of taxable dividends received after 1977, to substitute “'/.” for 


Yee 


Para. 82(1)(b) substituted by 1976-77, c. 4, s. 31.1, applicable to 
1977 et seq. Para. (b) formerly read: 


(b) where the taxpayer is an individual, other than a trust re- 
ferred to in paragraph 149(1)(h), '4 of the aggregate of all 
amounts described in paragraph (a) received by him in the 
year from taxable Canadian corporations. 


Para. 82(1)(b) substituted by 1974-75-76, c. 26, s. 45, applicable to 
1972 et seq. 


Regulations: 201(1)(a) (information return). 
Interpretation Bulletins: IT-67R3: Taxable dividends from cor- 
porations resident in Canada; IT-432R2: Benefits conferred on 


shareholders; IT-524: Trusts — flow-through of taxable dividends 
to a beneficiary — after 1987. 


1.T. Technical News: No. 11 (U.S. spin-offs (divestitures) — 
dividends in kind). 


Forms: T5 Segment; TS Summary: Return of investment income; 
T5 Supplementary: Statement of investment income. 


(1.1) Limitations as to subpara. (1)(a)(i) — An 
amount shall be included in the amounts described in 
subparagraph (1)(a)(i) in respect of a taxable divi- 
dend received at any time as part of a dividend rental 
arrangement only where that dividend was received 
on a share acquired before that time and after April, 
1989. | 

Origin of subsec. 82(1.1): R.S.C. 1985, c. 1 (Sth Supp.) (for- 


merly contained in the application rule for subsec. 82(1) in 1990, c. 
39, subsec. 18(2)). 


(2) Certain dividends [deemed] received by 
taxpayer — Where by reason of subsection 56(4) 
or (4.1) or sections 74.1 to 75 of this Act or section 
74 of the Income Tax Act, chapter 148 of the Revised 
Statutes of Canada, 1952, there is included in com- 
puting a taxpayer’s income for a taxation year a divi- 
dend received by another person, for the purposes of 
this Act, the dividend shall be deemed to have been 
received by the taxpayer. 

Pre-RSC History: Subsec. 82(2) substituted by 1988, c. 55, sub- 


sec. 54(2), applicable to dividends received after June 18, 1987. 
Subsec. (2) formerly read: 


(2) Certain dividends deemed received by taxpayer — 
Where, by virtue of subsection. 56(4) or sections 74 to 75, 
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there is included in computing a taxpayer’s income for a taxa- 
tion year a dividend received by some other person, for the 
purposes of this section and sections 112 and 121, the divi- 
dend shall be deemed to have been received by the taxpayer. 


Subsec. 82(2) amended by 1986, c. 6, s. 41, applicable after May 
21, 1985, to substitute “sections 74 to 75” for “section 74 or 75”. 


I.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952’). 


Interpretation Bulletins: IT-440R2: Transfer of rights to income. 


(3) Dividends received by spouse — Where the 
amount that would, but for this subsection, be de- 
ductible under subsection 118(1) by reason of para- 
graph 118(1)(a) in computing a taxpayer’s tax paya- 
ble under this Part for a taxation year is less than the 
amount that would be so deductible if no amount 
were required by subsection (1) to be included in 
computing the income for the year of the taxpayer’s 
spouse and the taxpayer so elects in the taxpayer’s 
return of income for the year under this Part, all 
amounts described in paragraph (1)(a) received in 
the year from taxable Canadian corporations by the 
taxpayer’s spouse shall be deemed to have been so 
received by the taxpayer and not by the spouse. 
Related Provisions: 220(3.2) — Late filing of election or revo- 
cation; 252(4) — Extended meaning of “spouse”; Reg. 600(b) — 
Late filing of election or revocation. 


Pre-RSC History: Subsec. 82(3) substituted by 1988, c. 55, sub- 
sec. 54(3), applicable to 1988 et seg. Subsec. (3) formerly read: 


(3) Where the amount that would, but for this subsection, be 
deductible under paragraph 109(1)(a) from a taxpayer’s in- 
come for a taxation year is less than the amount that would be 
deductible under that paragraph from his income for the year 
if no amount were required by subsection (1) to be included 
in computing his spouse’s income for the year and the tax- 
payer so elects in his return of income for the year under this 
Part, all amounts described in paragraph (1)(a) received in the | 
year from taxable Canadian corporations by the taxpayer’s 
spouse shall be deemed to have been so received by the tax- 
payer and not by his spouse. 


Selected Cases [subsec. 82(3)]: Gillis v. The Queen, [1977] 
C.T.C. 343 (FCTD) (All of spouse’s income to be included if any is 
included), 


Interpretation Bulletins [subsec. 82(3)]: IT-295R4: Taxable 
dividends received after 1987 by a spouse; IT-513R: Personal tax 
credits. 

Definitions [s. 82]: “amount” — 248(1); “Canada” — 255; “Ca- 
nadian corporation” — 89(1), 248(1); “corporation” — 248(1), In- 
terpretation Act 35(1); “dividend”, “dividend rental arrangement’, 
“individual”, “person” — 248(1); “received” — 248(7); “registered 
charity” — 248(1); “resident in Canada” — 250; “series of transac- 
tions” — 248(10); “spouse” — 252(4)(a); “tax payable” — 248(2); 
“taxable Canadian corporation”, “taxable dividend” — 89(1), 
248(1); “taxation year” — 249; “taxpayer” — 248(1); “trust” — 
104(1), 248(1), (3). 


83. (1) Qualifying dividends — Where a qualify- 
ing dividend has been paid by a public corporation to 
shareholders of a series of tax-deferred preferred 
shares of a class of the capital stock of the corpora- 
tion that were outstanding on March 31, 1977, the 
following rules apply: 


(a) no part of the qualifying dividend shall be in- 
cluded in computing the income of any share- 
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holder of the conan Ha by virtue of this subdi- 
vision; and 


(b) in computing the adigical cost..base to any 
shareholder of the corporation of any tax-deferred 
preferred share of the corporation owned by the 
shareholder, there shall be deducted in respect of 
the qualifying dividend an amount as provided by 
subparagraph 53(2)(a)(i). 
Related Provisions: 83(3) — Late filed elections; 83(6) — 
“Qualifying dividend” defined; 89(3)— Simultaneous. dividends; 
184 — Tax on excessive elections. 
-Pre-RSC History: Subsec. 83(1) substituted by 1977418 c. I, 
subsec. 37(1), applicable in respect of dividends payable after 1978, 
except that with respect to diyidends that became payable after 
March 31, 1977 and before 1979 subsec. (1) shall’ be read as 
follows: iF \ sie es 


83. (1) Dividend out of tax-paid undistributed surplus or 
1971 capital surplus — Where at any particular time after 
1971 and before 1979, a particular dividend becomes payable 
by a Canadian corporation to shareholders. of .a- particular 
class of shares of its capital stock, if the corporation so elects 
in respect of the full amount of the dividend, in prescribed 
manner and prescribed form and at or before the particular 
time or the first day on which any part of the dividend was 
paid if that day is earlier than the particular time, the follow- 
ing rules apply: 


(a) the dividend shall be deemed to be payable out a 16 
corporation’s tax-paid undistributed surplus on hand to 
the extent of such amount as the corporation may claim 
not exceeding the lesser of the amount of the dividend 


controls directly or indirectly the corporation, shall, to 
the extent that such portion exceeds the amount, if any, 
by which 


(iii) the amount,.1f any, by which the corporation’s 
paid-up capital in respect of. the particular class of 
shares of its capital stock as determined on March 
31, 1977 exceeds the amount determined on that date 
in respect of that class of that class of shares under 
clause BS of this Act as it read on that 
date 


exceeds iG 


(iv) the aggregate of all amounts each of which is the 
portion of a dividend in respect of the particular class 
of ‘shares deemed to be payable out of the corpora- 
tion’s 1971. capital surplus on hand after, March 31, 
1977 and before the particular time that was received 
by a person who was a non-resident or a non-resi- 
dent-owned investment corporation and who, either 
alone or together with other non-residents or non-res- 
ident-owned investment corporations related to him, 
controlled directly or indirectly the corporation at the 
time the dividend was paid _ 


be deemed to be a taxable dividend for the purposes of 
subparagraph 53(2)(a)(@i), section 133 and subsection 
212(2) but not for the’ purposes of subparagraph 
89(1)(1)(xvili); and: 


(d) in computing the adjusted cost base to any share- 
holder of the corporation of any share of the particular 
class of the capital stock of the corporation owned by 
him, there shall be: deducted in respect of the dividend an 
amount as provided by pki 53(2)(a)(a): 


~ and the corporation’s tax-paid undistributed eeiusiigs on Subsec. (1). formerly read: 


hand immediately before the particular time; 


(b) the dividend shall be deemed to be payable out of the 
corporation’s 1971 capital SurpIns on hand to LER extent 
of the lesser of 


(i) the amount, if any, by sca the dividend exceeds 
the portion of the dividend deemed by paragraph (a) 
to be payable out of the corporation’s tax-paid undis- 
tributed surplus on hand, and 


(11) the corporation’s 1971 capital surplus on hand 
immediately before the particular time; 


(c) no part of the dividend shall be included in computing 
the income of any shareholder of the corporation by vir- 
tue of this subdivision, except to the extent that the divi- 
dend was received by a non-resident-owned investment 
corporation and was deemed by paragraph (c.1) to be a 
taxable dividend; 


(c.1) where the corporation is a corporation other than a 
non-resident-owned investment corporation and, immedi- 
ately before the particular time, it had 1971 undistributed 
income on hand or had, after March 31, 1977 and before 
the particular time, received a dividend from another cor- 
poration related to it that 


(1) was. payable out. of the. other corporation’ s 1971 
capital surplus on hand, and 
(ii) would, had the corporation: not been resident in 


Canada, have been deemed.to be a taxable dividend 
by virtue of this paragraph, 


such portion of the particular dividend deemed to. be pay- 
able out of the corporation’s 1971 capital surplus on hand 
as was received by a person who was a non-resident or a 
non-resident-owned investment corporation and who, ei- 
ther alone or together with other non-residents’ or non- 
resident-owned investment corporations related to him, 
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83. (1) Dividend out of tax-paid undistributed surplus or 
1971 capital surplus — Where at any particular time after 
1971 a dividend becomes payable by. a Canadian corporation 
to shareholders of any class of shares of its capital stock, if 


‘the corporation so elects in respect of the full amount of the 


dividend, in prescribed manner and prescribed form and at or 
before the particular time or the first day on which any part of 
the dividend was paid if that day is earlier than the particular 
time, the following rules apply: 


(a) the dividend shall be deemed to be payable out of the 
corporation’s tax-paid undistributed surpius on hand to 
the extent of the lesser of the amount of the dividend and 
the corporation’s tax-paid undistributed surplus on hand 
immediately before the particular time; _ 


(b) the dividend shall be deemed to be payable out of the 
corporation’s 1971 capital surplus on hand to the extent 
of the lesser of 


(i) the amount, if any, by which the dividend exceeds 
the aggregate of the corporation’s 1971 undistributed 
income on hand immediately before the particular 
time and the portion of the dividend deemed by para- 
graph (a) to be payable out of the corporation’s tax- 
paid undistributed surplus on hand, and 


(ii) the corporation’s 1971 capital.surplus. on hand 
immediately before the particular time; 


(c) no:part of the dividend shall be included in computing 
the income of any shareholder of the corporation by vir- 
tue of this subdivision; and 


(d) in computing the adjusted cost base to any share- 
holder of the corporation of any share of the capital stock 
of the corporation owned by him, there shall be deducted 
in respect of the dividend an amount as provided by sub- 
paragraph 53(2)(a)(i). 


S. 83(1) 


All that portion of subsec. 83(1) preceding para. (c) substituted by 
1973-74, c. 14, subsec. 24(1), applicable with respect to any divi- 
dend that became payable after 1971. 

Regulations: 2107 (tax-deferred preferred series). 
Interpretation Bulletins: IT-67R3: Taxable dividends from cor- 
porations resident in Canada; IT-465R: Non-resident beneficiaries 
of trusts. 


(2) Capital dividend — Where at any particular 
time after 1971 a dividend becomes payable by a pri- 
vate corporation to shareholders of any class of 
shares of its capital stock and the corporation so 
elects in respect of the full amount of the dividend, 
in prescribed manner and prescribed form and at or 
before the particular time or the first day on which 
any part of the dividend was paid if that day is ear- 
lier than the particular time, the following rules ap- 
ply: 
(a) the dividend shall be deemed to be a capital 
dividend to the extent of the corporation’s capital 
dividend account immediately before the particu- 
lar time; and 


(b) no part of the dividend shall be included in 
computing the income of any shareholder of the 
corporation. 


Related Provisions: 83(2.1)—Capital dividend on certain 
shares: disallowed; 83(3) — Late filed elections; 87(2)(z.1) — 
Amalgamations — capital dividend account; 88(2)(b) — Winding- 
up of a Canadian corporation; 89(1) — Capital: dividend account; 


“ce ” 


dividend; 89(3)— Simultaneous dividends; 
through of capital dividend through trust; 108(3)(a) — “Income” of 
a trust; 112(3)(a), 112(3)(b)G1) — Reduction in loss on disposition 
of share on which capital dividend paid; 112(3.1)(a), 
112(3.1)(b)Gi) — Reduction in loss of partner on disposition of 
share by partnership; 112(3.2)(b) — Reduction in loss on disposi- 
tion of share by trust; 112(5.2)B(b)(iv) — Adjustment for dividends 
received on mark-to-market property; 133(1)(e) — NRO investment 
corporations; 184, 185-—Tax on excessive elections; 
212(1)(c)G1) — Tax on payments to non-residents — estate or trust 
income derived from capital dividend; 212(2)(b) — Tax on capital 
dividend paid to non-resident; 220(3.2) — Late filing of election or 
revocation; 248(1)“capital dividend” — Definition applies to entire 
Act; Reg. 600(b) — Late filing of election or revocation. 


Pre-RSC History: Para. 83(2)(a) substituted by 1977-78, c. 1, 
subsec. 37(2), applicable with respect to dividends that became pay- 
able after March 31, 1977. Para. (a) formerly read: 


(a) the dividend shall be deemed to be a capital dividend to 
the extent of the lesser of the portion thereof in excess of the 
corporation’s 1971 undistributed income, on hand immedi- 
ately before the particular time and the corporation’s capital 
dividend account immediately before the particular time; and 


Para. 83(2)(a) substituted by 1973-74, c. 14, subsec. 24(2), applica- 
ble to any dividend that became payable after 1971. 


Regulations: 2101 (prescribed manner, prescribed form). 


Interpretation Bulletins: IT-66R6: Capital dividends; IT-67R3: 
Taxable dividends from corporations resident in Canada; IT-146R4: 
Shares entitling shareholders to choose taxable or capital dividends; 
IT-149R4: Winding-up dividend; IT-430R3: Life insurance pro- 
ceeds received by a private corporation or a partnership as a conse- 
quence of death. 


Information Circulars: 92-1: 


Guidelines for accepting late, 
amended or revoked elections. 


I.T. Technical News: No. 9 (life insurance policy used as security 
for indebtedness). 


104(20) — Flow- | 


Income Tax Act, Part I, Div. B 


Advance Tax Ruling: ATR-54: Reduction of paid-up. capital;. 
Forms: T2054: Election in respect of a capital dividend. © 


(2.1) Idem — Notwithstanding subsection (2), 
where a dividend that, but for this subsection, would 
be a capital dividend is paid on a share of the capital 
stock of a corporation and the share (or another share 


‘for which the share was substituted) was acquired by 


its holder in a transaction or as part of a series of 
transactions one of the main purposes oe which was 
to receive the dividend, — 


(a) the dividend shall, for the purposes of this Act 
(other than for the purposes of Part IIT and com- 
puting the capital dividend account of the corpo- 
ration), be deemed to be received by the share- 
holder and paid by the corporation as a taxable 
dividend and not as a capital dividend; and 


(b) paragraph (2)(b) does not apply in zene of 

the dividend. 
Related Provisions: 83(2.2)-(2. HOP Roo HAEHS S1Q)G1)— 
Amalgamations — capital dividend account;  112(3)(a)(i), 
112(3)(b)@1), 112(3.1)(a), 112(3.1)(b)Gi), 112(3.2)(b):— Taxable 
dividend under 83(2.1) excluded from stop-loss rule on disposition 
of share; 248(1)“life insurance capital dividend” — Definition ap- 
plies to entire Act248(10) — Series of transactions. 


Interpretation Bulletins: IT-66R6: Capital dividends. 
Advance Tax Ruling: ATR-54: Reduction of paid-up capital;. 


Pre-RSC History [former subsec. 83(2.1)]: Former subsec. 
83(2.1) repealed by 1986, c. 6, subsec. 42(1), applicable with re- 
spect to dividends paid after May 23, 1985. Subsec, (2.1) formerly 
read: 
(2.1) Idem — Where at any particular time after June 28, 
1982 a dividend becomes payable by a private corporation to 
shareholders of any class of shares of its capital stock and the 
corporation elects, in prescribed form and manner, before the 
later of 
(a) June 30, 1983, and 
(b) the particular time or the first day on which any part 
of the dividend was paid if that day is earlier than the 
particular time 
in respect of the full amount of the dividend, the following 
rules apply: 
(c) the dividend shall be deemed to be a life insurance 
capital dividend to the extent of the corporation’s life in- 
surance capital dividend account immediately before the 
particular time; and 


(d) no part of the dividend shall be included in computing 
the income of any shareholder of the corporation. 


Subsec. 83(2.1) added by 1980-81-82-83, c..140, subsec, 47(1), ap- 
plicable with respect to dividends paid after June 28, 1982. 


(2.2) Where subsec. (2.1) does not apply — 
Subsection (2.1) does not apply in respect of a. par- 
ticular dividend, in respect of which an election is 
made under subsection (2), paid on a share of the 
capital stock of a particular corporation to an indi- 
vidual where it is reasonable to consider that all or 
substantially all of the capital dividend account of 
the particular corporation immediately before the 
particular dividend became payable consisted of 
amounts other than any amount 


(a) added to that capital dividend account under 
paragraph (b) of the definition “capital dividend 
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account” in subsection 89(1) in respect of a divi- 
dend received on a share of the capital stock of 
another corporation, which share (or another 
share for which the share was substituted) was 
acquired by the particular corporation in a trans- 
action or as part of a series of transactions one of 
the main purposes of which was that the particu- 
lar corporation receive the dividend, but not in re- 
spect of a dividend where it is reasonable to con- 
sider that the purpose of paying the dividend was 
to distribute an amount that was received by the 
other corporation and included in computing the 
other corporation’s capital dividend account by 
reason of paragraph (d) of that definition; 


(b) added to that capital dividend account under 
paragraph 87(2)(z.1) as a result of an amalgama- 
tion or winding-up or a series of transactions in- 
cluding the amalgamation or winding-up that 
would not have been so added had the amalgama- 
tion or winding-up occurred or the series of trans- 
actions been commenced after 4:00 p.m. Eastern 
Daylight Saving Time, September 25, 1987; 


(c) added to that capital dividend account at a 
time when the particular corporation was. con- 
trolled, directly or indirectly, in any manner 
whatever, by one or more non-resident persons; 
or 


(d) in respect of a capital gain from a disposition 
of a property by the particular corporation or an- 
other corporation that may reasonably be consid- 

. ered as having accrued while the property (or an- 
other property for which it was substituted) was a 
property of a corporation that was controlled, di- 
rectly or indirectly, in any manner whatever, by 
one or more non-resident persons. 


Related Provisions: 248(5) — Substituted property; 248(10) — 
Series of transactions; 256(5.1) — Controlled directly or indi- 
rectly — control in fact. 


Interpretation Bulletins: IT-66R6: Capital dividends. 


(2.3) idem — Subsection (2.1) does not apply in re- 
spect of a dividend, in respect of which an election is 
made under subsection (2), paid on a share of the 
capital stock of a corporation where it is reasonable 
to consider that the purpose of paying the dividend 
was to distribute an amount that was received by the 
corporation and included in computing its capital 
dividend account by reason of paragraph (d) of the 
definition “capital dividend account’ in subsection 
89(1). | 


Interpretation Bulletins: IT-66R6: Capital dividends. 


(2.4) Idem — Subsection (2.1) does not apply in re- 
spect of a particular dividend, in respect of which an 
election is made under subsection (2), paid on a 
share of the capital stock of a particular corporation 
to a corporation (in this subsection referred to as the 
“related corporation”) related (otherwise than by rea- 
son of a right referred to in paragraph 251(5)(b)) to 
the particular corporation where it is reasonable to 


S. 83(3) 


consider that all or substantially all of the capital 
dividend account of the particular corporation imme- 
diately before the particular dividend became paya- 
ble consisted of amounts other than any amount 


(a) added to that capital dividend account under 
paragraph (b) of the definition “capital dividend 
account” in subsection 89(1) in respect of a divi- 
dend received on a share of the capital stock of 
another corporation if it is reasonable to consider 
that any portion of the capital dividend account of 
that other corporation immediately. before. that 
dividend became payable consisted of amounts 
added to that account under paragraph 87(2)(z.1) 
or paragraph (b) of that definition as a result of a 
transaction or a series of transactions that would 
not have been so added had the transaction. oc- 
curred or the series of transactions been com- 
menced after 4:00 p.m. Eastern Daylight Saving 
Time, September 25, 1987; 


(b) that represented. the capital dividend account 
of a corporation before it became related to the 
related corporation; 


(c) added to the capital dividend account of the 
particular corporation at a time when that corpo- 
ration was controlled; directly or indirectly, in 
any manner whatever, by one or more non-resi- 
dent persons; 


(d) in respect: of a capital gain-from a disposition 
of a property by the particular corporation or an- 
other corporation that may reasonably be consid- 
ered as having accrued while the property (or an- 
other property for which it was substituted) was a 
property of a corporation that was controlled, di- 
rectly or indirectly, in any manner whatever, by 
- one or more non-resident persons; or 


(e) in respect of a capital gain from a disposition 
of a property (or another property for which it 
was substituted) that may reasonably be consid- 
ered as having accrued while the property or the 
other property was a property of a person that 
was not related to the related corporation. 


Related Provisions: 248(5) — Substituted property; 248(10) — 
Series of transactions; 256(5.1) — Controlled directly or indi- 
rectly — control in fact. 


Pre-RSC History: Subsecs. 83(2.1) to (2.4) added by 1988, c. 55, 
s. 55, applicable with respect to dividends paid after 4 p.m. EDST, 
September 25, 1987. 


Interpretation Bulletins: IT-66R6: Capital dividends. 


(3) Late filed elections — Where at any particular 
time after 1974 a dividend has become payable by a 
corporation to shareholders of any class of shares of 
its’ capital stock, and subsection (1) or (2) would 
have applied to the dividend except that the election 
referred to therein was not made on or before the day 
on or before which the election was required by that 
subsection to be made, the election shall be deemed 
to have been made at the particular time or on the 
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first day on which any part of the dividend was paid, 
whichever is the earlier, if 


(a) the election is made in prescribed manner and 
prescribed form; 


(b) an estimate of the penalty in respect of that 
election is paid by the corporation when that elec- 
tion is made; and 
(c) the directors or other person or persons legally 
entitled to administer the affairs of the corpora- 
tion have, before the time the election is made, 
authorized the election to be made. 

Related Provisions: 83(3.1) — Request for late filed election; 


83(4) — Penalty for late i election, 83(5)— Unpaid balance of 


penalty. 


Pre-RSC History: All that portion of subsec. 83(3) preceding 
para. (a) amended by 1986, c.-6, subsec. 42(2), applicable with re- 
spect to dividends paid after May 23, 1985, to substitute “subsection 
(1) or (2) for “subsection (1), (2) or (2.1)”. 


All that portion of subsec. 83(3) preceding para. (a) substituted by 


1980-81-82-83, c. 140, subsec. 47(2), applicable after June 28, 
1982, to add reference to “subsec. (2.1)”. 


Subsec. 83(3) substituted by 1976-77, c. 4, s. 32, applicable in re- 


spect of dividends that became payable after December 31, 1974. . 


Subsec. 83(3) added. by. 1974-75-76, c. 26,:s..46,, applicable in re- 
spect. of, dividends that. became payable. after 1974. ; 


Regulations: 2101(e) (prescribed manner, prescribed form). 
Forms: T2054: Election in respect of a capital dividend. 


(3.1) Request for election — The Minister may 


at any time, by written request served personally or. 


by registered mail, request that’an election referred 


to in subsection (3) be made by a taxpayer, and 
where the taxpayer on whom such a request is served 


does not comply therewith within 90 days of service 
thereof on the taxpayer, subsection (3) does not ap- 
ply to such an election made by the taxpayer. 


Related Provisions: 244(5), (6) — Proof of service; 248(7) — 
Mail deemed received on day mailed. _ 


Pre-RSC History: Subsec. 83(3.1) added by 1976-77, c. 4, s. 32, 
applicable in respect of dividends that became payable after Decem- 
ber 31, 1974. 


(4) Penalty for late filed éiantine — For the pur- 
poses of this section, the penalty ‘in respect of an 
election referred to in paragiany (3)(a).1 is an amount 
equal to the lesser of 


(a) 1% per annum of the amount of the dividend 
referred to in the election for each month or part 
of a month during the period commencing with 
the time that the dividend became payable, or the 
first day on which any part of the dividend was 
paid if that day is earlier, and ending with the oy 
on which that election was made, and 


(b) the product obtained when $500 is multiplied 
by the proportion that the number of months or 
parts of months during the period referred to in 
paragraph (a) bears to 12. 
Related Provisions: 83(5) — Unpaid balance of penalty. 
Pre-RSE History: Paras. '83(4)(a), (b) substituted by 1976-77, c. 


4, s. 32, applicable in respect of dividends that became payable after 
December 31, 1974. 


Income Tax Act, Part I; Div. B 


Subsec. 83(4) added by 1974-75-76, c..26,.s. 46, applicable in re- 


. spect of dividends that became payable after 1974. 


(5) Unpaid balance of penalty — — The Mihister 
shall, with all due dispatch, examine each election 
referred to in paragraph (3)(a), assess the penalty 
payable and send a notice of assessment to the cor- 
poration and the corporation shall pay, forthwith to 


the Receiver General, the amount, if any, by which 


the penalty so assessed exceeds the total of all 
amounts previously paid on account of that penalty. 
Pre-RSC History: Subsec. 83(5) added by 1974- 75- 76,.c. 26, s. 


46,-applicable in respect of dividends that become Beet 4G after 
1974. 


(6) Definition of “qualifying dividend” — For 
the purposes of subsection (1), “qualifying dividend” 
means a dividend on shares of a series of a class of 
the capital stock of a public corporation that is pre- 
scribed to be a tax-deferred preferred series that be- 
came payable by the corporation after 1978 and not 
later than 


(a) where the. terms. as. at March. 31, 1977 of the 
shares of that series entitled the holder of any 
such share to exchange it after a particular date 
for a share or shares of another series or class of 
preferred shares of the capital stock of the COrpo- 
ration, that particular date, 


(b) where the terms as at March 31, 1977 of re 
‘shares of that series required the corporation to 
offer to purchase at a time not later than a partic- 
ular date all of the shares of that series from all of 
the holders of those shares, Sa sets date, 
and 


(c) in any other case, October 1, 1991, 


whichever is applicable in respect of that series of 
shares, except that a dividend on shares. of such a se- 
ries that would otherwise be-a qualifying dividend 
shall be deemed not to be a qualifying dividend if 


(d) at:the time that the dividend became payable, 
the terms of the shares of that series differ from 
the terms as at March St, A of the shares of 
“that series, or 


(e) after March 31, 1977. the corporation issued 
additional shares of that. series. 


Pre-RSC. History: Subsec. 83(6) added by 1977: 78; 0c. a subsec. 
37(3), applicable in respect of dividends payable after 1978. 


Regulations: 2107 (tax-deferred preferred series). 


Roi Amalgamation where there are tax- 


deferred preferred shares — For the purposes 
of this section, where, after March 31, 1977; there 
has been an amalgamation within the meaning. of 
section 87 and one or more of the predecessor corpo- 
rations had a series of shares outstanding on March 
31, 1977 that was prescribed to be a tax-deferred 
preferred series, the following rules apply: 


(a) the series of shares of the capital:stock of the 
predecessor corporation that was prescribed to be 
a tax-deferred preferred series shall be deemed ‘to 
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. have been continued in existence in the form of 
the new shares; and 


(b) the new corporation shall be deemed to be the 
same corporation as, and a continuation of, each 
such predecessor corporation. 


Pre-RSC History: Subsec. 83(7) added by 1977-78, ¢. 32, s. 17, 
applicable in respect of dividends payable after 1978. 


Regulations: 2107 (tax-deferred preferred series). 


_ Definitions [s. 83]: “adjusted.cost base” — 54, 248(1); “amount”, 
“assessment” — 248(1);, “Canadian corporation” — 89(1), 248(1); 
“capital dividend” — 83(2), 248(1); “capital dividend account” — 
89(1); “capital gain” — 39(1)(a), 248(1); “class of shares” — 
248(6); “controlled directly or indirectly” — 256(5.1); “corpora- 
tion” — 248(1), Interpretation Act-35(1); “dividend”, “individual”, 
“Minister”, “non-resident”, “person”, “preferred share”, “pre- 
scribed” — 2491); “private corporation” — 89(1), 248(1); “prop- 
erty” — 248(1); “qualifying dividend” — 83(6); “received” — 
248(7); “series of transactions or events” — 248(10); “share”, 
“shareholder” — 248(1); “substituted property” — 248(5); “taxable 
dividend” — 89(1), 248(1). 


” “ce 


84. (1) Deemed dividend — Where a corporation 
resident in Canada has at any time after 1971 in- 
creased the paid-up capital in respect of the shares of 
any particular class of its capital stock, otherwise 
than by ) 

(a) payment of a stock dividend, 

(b) a transaction by which 


(i) the value of its assets less its liabilities has 
been increased, or 


(ii) its liabilities less the value of its: assets 
have been decreased, 


by an amount not.less than the amount of the in- 
crease in the paid-up capital’ in respect of the 
shares of the particular class, 


(c) a transaction by which the paid-up capital in 
respect of the shares of all other classes of its 
capital stock has been reduced by an amount not 
less than the amount of the increase in the paid- 
up capital in respect of the shares of the particular 
class, 


(c.1) where the corporation is an-insurance corpo- 
ration, any action by which it converts contrib- 
uted surplus related to its insurance business into 
paid-up capital in respect’of the shares of its capi- 
tal stock, 


(c.2) where the corporation is a bank, any action 
by which it converts any of its contributed sur- 
plus that arose on the issuance of shares of its 
capital stock into paid-up capital in respect of 
shares of its capital stock, or 


(c.3) where the corporation is neither an insur- 
ance.corporation nor.a bank, any action by which 
it converts into paid-up capital in respect of a 
class of shares of its capital stock any of its con- 
tributed surplus that arose after March 31, 1977 


(i) on the issuance of shares of that class or 
shares of another class for which the shares of 
that class were substituted (other than an issu- 
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ance to which section 51, 66.3, 84.1, 85, 85.1, 
86 or 87, subsection 192(4.1) or 194(4.1) or 
section 212.1 applied), 


(ii) on the acquisition of property by the cor- 
poration from a person who at the time of the 
acquisition held any of the issued shares of 
that class or shares of another class for which 
shares of ‘that class were substituted for no 
consideration or for consideration that did not 
include shares of the capital stock of the cor- 
poration, or 


(ili) as a result of any action by which the 
paid-up capital in respect of that class of 
shares or in respect of shares of another class 
for which shares of that class were substituted 
was reduced by the corporation, to the extent 
of the reduction in paid-up capital that re- 
sulted from the action, 


the corporation shall be deemed to have paid at that 
time a dividend on the issued shares of the particular 
class equal. to the amount, if any, by which the 
amount of the 1 increase in the paid-up capital exceeds 
the total of : 


(d) the aiitount) if any, of the increase referred to 
in subparagraph (b)(i) or the decrease referred to 
in subparagraph (b)(i1), as the case may be, 


(e) the amount, if any, of the reduction referred to 
in paragraph (c), and 


(f) the amount, if any, of the increase in the paid- 
up capital that resulted from a conversion re- 
ferred to in paragraph (c.1), (c.2) or (c.3), 


and a dividend shall be deemed to have been re- 
ceived at that time by each person who held any of 
the issued shares of the particular class immediately 
after that time equal to that proportion of the divi- 
dend so deemed to have been paid by the corporation 
that the number of the shares of the particular class 
held by the person immediately after that time is of 
the number of the issued shares of that class out- 
standing immediately after that time. 


Related Provisions: 15(1)— Benefit conferred on share- 
holder — income inclusion; 53(1)(b) — Addition to adjusted cost 
base; 82(1) — Income inclusion of dividend deemed received; 
84(8) — Application; 84(10) — Reduction of contributed surplus; 
84(11) — Computation of contributed surplus; 85(2.1) — Reduc- 
tion in paid-up capital to prevent deemed dividend on s. 85 rollover; 
86(2.1) — Adjustment to paid-up capital on internal reorganization; 
87(2)(y) — Amalgamations — contributed surplus; 89(3) — Simul- 
taneous dividends; 131(4) —S. 84 does not apply to mutual fund 
corporation; .131(11)(c) — Rules re prescribed: labour-sponsored 
venture capital corporations; 138(11.9) — Computation of contrib- 
uted surplus. 


History: Para. 84(1)(c.3) substituted by 1994, c. 21, subsec. 35(1), 
applicable to actions occurring after July 13, 1990, except that for 
such actions occurring before December 21, 1992, subpara. (c.3)(ii1) 
shall be read as follows: 


(iii) on the reduction by the corporation of the paid-up capital 
in respect of that class of shares or in respect of shares of 
another class for which shares of that class were substituted, 
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Para. (c:3) formerly read: 


(c.3) where the corporation is neither an insurance corpora- 
tion nor a bank, any action by which it converts into paid-up 
capital in respect of a class of shares of its capital stock any 
of its contributed surplus that arose after March 31, 1977 


(i) on the issuance of shares of that class or shares of an- 
other class for which the shares of that class were substi- 
tuted (other than an issuance to which section 51, 66.3, 
84.1, 85, 85.1, 86 or 87, subsection 192(4.1) or 194(4.1) 
or section 212.1 applied), 


(ii) on the acquisition of property by the corporation from 
a person who at the time of the acquisition held any of 
the issued shares of that class or shares of another class 
for which shares of that class were substituted for no con- 
sideration or for consideration that: did not include shares 
of the capital stock of the corporation, or 

(111) on the reduction by the corporation of the paid-up 
capital in respect of that class of shares or in respect of 
shares of another class for which shares of that class were 
substituted, 


Para. 84(1)(c.3) substituted by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 62(1), applicable to actions occurring after July 13, 1990. Para. 
(c.3) formerly read: 


(c.3) where the corporation is a corporation other than an in- 
surance corporation or a bank, any action by which it con- 
verts any of its contributed surplus that arose on the issuance, 
after March 31, 1977, of shares of a class of its capital stock 
(other than an issuance to which section 51, 66.3, 84.1, 85, 
85.1, 86 or 87, subsection 192(4.1). or 194(4.1) or section 
212.1 applied) into paid-up capital in respect of ena of that 
class of its capital stock, 


Para. 84(1)(f) added by 1994, c. 7, Sch. IIT (1991, c. 49), subsec. 
62(2), applicable after 1985. 


Pre-RSC History: Paras. 84(1)(c.2), (c.3) amended to substitute 
“a bank” for “a bank to which the Bank Act or the Quebec Savings 
Banks Act applies” [“bank” is now defined in the Interpretation 
Act], and subpara. (c.3)(i11) amended to substitute “for which 
shares” for “for which the shares”, by 1992,.c..1, Sch. V, s. 16, and 
para 159(a), applicable from February 28, 1992. 


Para. 84(1)(c.3) added by 1988, c. 55, subsec. 56(1); applicable to 
actions occurring after 1987. 


Paras. 84(1)(c.1), (c.2) added by 1980-81-82-83, c., 48, subsec. 
44(1), applicable, as to para. 84(1)(c.1), with respect to actions oc- 
curring after 1978 and, as to para. 84(1)(c.2), with respect to actions 
occurring after November 30, 1980. 


Selected Cases [subsec. 84(1)]: Aylward v. R., [1997] Pee, 
2748 (TCC) (Section 7, when applicable, overrides subsection 
84(1)). 
Regulations: 201(1)(a) (information return). 

Interpretation Bulletins: IT-67R3: Taxable dividends from cor- 
porations resident in Canada; IT-243R4: Dividend refund to private 


corporations; IT-432R2: Benefits conferred on shareholders; IT- 
463R2: Paid-up capital. 

Information Circulars: 76-19R3: Transfer of property to a corpo- 
ration under section 85. 

Advance Tax Ruling: ATR-33: Exchange of shares. 


Forms: T5 Segment; T5 Summary: Return of investment income; 
TS Supplementary: Statement of investment income. 


(2) Distribution on winding-up, etc. — Where 
funds or property of a corporation resident in Canada 
have at any time after March 31, 1977 been distrib- 
uted or otherwise appropriated in any manner 
whatever to or for the benefit of the shareholders of 
any. class of shares in its capital stock, on the wind- 
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ing-up, discontinuance or reorganization of its busi- 
ness, the corporation shall be deemed to have paid at 
that time a dividend on the shares of that class equal 
to the amount, if any, by. which, 


(a) the amount or value of phe funds or property 
distributed or appropriated, as case may be, 


exceeds 


(b) the amount, if any, by which the paid-up capi- 
tal in respect of the shares of that class is reduced 

on the distribution or appropriation, as the case 
may be, 


and a dividend shall be deemed to» have been re- 
ceived at that time by each person who held any of 
the issued shares at that time equal to that proportion 
of the amount of the excess that the number of the 
shares of that class held by the person immediately 
before that time is of the number of the issued shares 
of that class outstanding immediately before that 
time. 


Related Provisions: 15(1) — Benefit conferred on shareholder; 
54“proceeds: of , disposition”(j) — exclusion of deemed dividend; 
55(1) — “Permitted redemption” for butterfly purposes; .69(5) — 
Unreasonable consideration; 84(5)— Amount distributed or paid 
where a share; 84(6), (8) — Application rules; 88(1) — Winding- 
up; Winding up of a Canadian corporation; 89(3) — Si- 
multaneous dividends; 131(4) —S..84 does not apply to mutual - 
fund corporation; 137(4.2) — No application to credit union. 


Pre-RSC History: Subsec. 84(2) substituted by 1977-78, c. 1, 
subsec. 38(1), applicable with respect to transactions occurring after 
March 31, 1977. Subsec. (2) formerly read: 


(2) Distributions on winding-up, etc. — Where funds or 
property of a corporation resident in Canada have at any time 
after 1971 been distributed or otherwise appropriated in any 
manner whatever to or for the benefit of the shareholders of 
any class of shares in its capital stock, on the winding-up, dis- 
continuance or reorganization of its business, the corporation 
shall be deemed to have paid at that time a dividend on shares 
of that class equal to the amount, if any, by which, 


(a) the amount or value of the funds or property distrib- 
uted or appropriated, as the case may be, 


exceeds the lesser of 


(b) the amount, if any, by which the paid-up capital in 
respect of the shares of that class immediately before that 
time is reduced on the distribution or appropriation, as 
the case may be, and 


(c) the paid-up capital limit of the corporation immedi- 
ately before that time, 


and.a dividend shall be deemed to have been received at that 
time by each person who held any of the issued shares at that 
time equal to that proportion of the amount of the excess that 
the number of the shares of that class held by him immedi- 
ately before that time is of the number of the issued shares of 
that class outstanding immediately before that time: 


Selected Cases [subsec. 84(2)]: Felray Inc. v. R.; [1998] 2 
C.T.C. 4 (FCTD) (Discontinuance of business implies element of 
finality or complete cessation, not merely diminution); RMM 
Canadian Enterprises Inc. v. R., [1997] 3 C.T.C. 2103 (TEC) (Lan- 
guage of provision very broad and covers variety of ways corporate 
funds can end up in shareholders’ hands); Maccala v. Canada, 
[1995] 1 €.T.C. 2215 (TCC) (Mere reception of property upon dis- 
solution of company does not constitute appropriation of capital un- 
less there is something more); David v. The Queen, [1975] C.T.C. 
197 (FCTD) (Proceeds from disposition of shares deemed partial 
appropriation. of undistributed income); Craddock v. MNR, [1969] 
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C.T.C. 566 (SCC) (Proceeds from disposition of shares deemed par- 
tial appropriation of undistributed income); Smythe et al. v. MNR, 
[1969] C.T.C..558 (SCC) (Proceeds from .disposition of. shares 
deemed partial appropriation of undistributed income). 


Interpretation Bulletins: IT-67R3: Taxable dividends from cor- 
porations resident in Canada; IT-126R2: Meaning of “winding-up”; 
IT-149R4: Winding-up dividend; IT-243R4: Dividend refund to pri- 
vate corporations; IT-409: Winding-up of a non-profit organization; 
IT-444R: Corporations — involuntary dissolutions; IT-488R2: 
Winding-up of 90%-owned taxable Canadian corporations. 


(3) Redemption, etc. — Where at any time after 
December 31, 1977 a corporation resident in Canada 
‘has redeemed, acquired or cancelled in any manner 
whatever (otherwise than by way of a transaction de- 
scribed in subsection (2)) any of the shares of any 
class of its capital stock, 


(a) the corporation shall be deemed to have paid 
at that time a dividend on a‘separate class of 
shares comprising the shares so redeemed, ac- 
quired or cancelled equal to the amount, if any, 
by which the amount paid by the corporation on 
the redemption, acquisition or cancellation, as the 
case may be, of those shares exceeds the paid-up 
Capital in respect of those shares immediately 
before that time; and | 


(b) a dividend shall be deemed to have been re- } 


ceived at that time by each person who held any 
of the shares of that separate class at that. time 
equal to that portion of the amount of the excess 
determined under paragraph (a) that. the number 
of those shares held by the person immediately 
before that time is of the total number of shares 
of that separate class that the corporation has re- 
deemed, acquired or cancelled, at that time. 


Related Provisions: 8(12) — Return of employee shares by trus- 
tee; 40(3.6) — Stop-loss rule on disposition of share of corporation 
to the corporation; 54“‘proceeds of disposition’’(j) — exclusion of 
deemed dividend; 55(1) — “Permitted redemption” for butterfly 
purposes; 55(2) — Deemed proceeds or capital gain on capital gains 
strip; 84(5) — Amount distributed or paid where a share; 84(6), 
(8) —-- Application rules; 84(9) — Shares disposed of on redemp- 
tion; 89(3) — Simultaneous dividends; 131(4) — S. 84 does not ap- 
ply to mutual fund corporation; 137(4.1) — Deemed interest on cer- 
tain reductions of capital by credit union; 137(4,2)— No 
application to credit union; 191.1(1) — Application of Part VI.1 tax 
to corporation. 


Pre-RSC History: Subsec. 84(3) substituted by 1977-78, c. 1, 
subsec. 38(1), applicable with respect to transactions occurring after 
March 31, 1977 except that all that portion of subsec. 84(3) preced- 
ing para. (a), as enacted by subsec. 38(1), shall, with respect to 
transactions or events occurring after March 31, 1977 and before 
1978, be read as follows: 


(3) Redemption, etc. — Where at any time after March 31, 
1977 a corporation resident in Canada has redeemed, ac- 
quired or cancelled in any manner whatever (otherwise than 
by way of a transaction described in subsection (2) or a trans- 
action in respect of which the corporation is required to pay 
tax under section 182) any of the shares of any class of its 
capital stock, 


Subsec. (3) formerly read: 


(3) Where at any time after 1971 a corporation resident in 
Canada has redeemed, acquired or cancelled in any manner 
whatever (otherwise than by way of a transaction described in 
subsection (2)) any of the shares of any class of its capital 
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stock, the corporation shall be deemed to have paid: at that 
time a dividend on a class of shares comprising the shares so 
redeemed, acquired or cancelled,. equal to, 


(a) in the case; of any such shares in respect of the re- 
demption or acquisition of which the corporation is re- 
quired to pay tax under section 182, the amount, if any, 
by which the paid-up capital in respect of those shares 
immediately. before that time exceeds the paid-up capital 
limit of the corporation immediately before that time, and 


(b) in the case of any other such shares, the amount, if. 
any, by which the amount paid by the corporation on the 
redemption, acquisition or cancellation, as the case may 
be, of those shares exceeds the lesser of 
(i) the paid-up capital in respect of those shares im- 
mediately before that time, and- 
(11) the amount, if any, by which the paid-up capital 
limit of the corporation immediately before that time 
exceeds the amount that was its paid-up capital in re- 
spect of the shares referred to in paragraph (a) so re- 
deemed, acquired or cancelled at that time, 


and.a dividend shall be deemed to have been received at 
that time by each person who held any of those shares at 
that time equal to the aggregate of 


(c) that proportion of the excess referred to in paragraph 
(a) that the number of those shares held by him immedi- 
ately before that time and described in that paragraph is 
of the total number of those shares described in that para- 
graph, and. 


(d) that proportion of the excess referred to in paragraph 
(b) that the number of those shares held by him immedi- 
ately before that time and not described in paragraph (a) 
is of the total number of those shares not described in that 
paragraph. 
Selected Cases: MacMillan Bloedel Ltd. v. R.; [1997] 3 C.T.C. 
3012 (TCC) (Foreign exchange difference between issue prices and 
redemption price of preferred shares not a deemed dividend). 


Interpretation Bulletins: IT-146R4: Shares entitling sharehold- 
ers to choose taxable or capital dividends; IT-243R4: Dividend re- 
fund to private corporations; IT-269R3: Part IV tax on taxable divi- 
dends received by private corporation or subject: corporation; IT- 
450R: Share for share exchange; IT-489R: Non-arm’s length sale of 
shares to a corporation. : 


Advance Tax Ruling: ATR-28: Redemption of capital stock of 
family farm corporation; ATR-35: Partitioning of assets to get spe- 
cific ownership — “butterfly”; ATR-54: Reduction of paid-up capi- 
tal; ATR-57: Transfer of property for estate planning purposes; 
ATR-58: Divisive reorganization. 


(4) Reduction of paid-up capital — Where at 
any time after March 31, 1977 a corporation resident 
in Canada has reduced the paid-up capital in respect 
of any class of shares of its capital stock otherwise 
than by way of a redemption, acquisition or cancella- 
tion of any shares of that class or a transaction de- 
scribed in subsection (2) or (4:1), © 


(a) the corporation shall be deemed to have paid 
at that time a dividend on shares of that class 
equal to the amount, if any, by which the amount 
paid by it on the reduction of the paid-up capital, 
exceeds the amount by which the paid-up capital 
in respect of that class of shares of the corpora- 
tion has been so reduced; and 


(b) a dividend shall be deemed to have been re- 
ceived at that time by each person who held any 
of the issued shares at that time equal to that pro- 
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portion of the amount of the excess referred to in 
paragraph (a) that the number of the shares of 
that class held by the person immediately before 
that time is of the number of the issued shares of 
that class outstanding immediately before that 
time. 


Related Provisions: 53(2)(a)(ii) — Reduction in adjusted cost 
base; 84(5) — Amount distributed or paid where a share; 84(8) — 


Application; 89(3) — Simultaneous dividends; 131(4) — S. 84 does | 


not apply to mutual fund corporation; 137(4.1) — Deemed interest 
on certain reductions of capital by credit union; 137(4. 2) — No ap- 
plication to credit union. 


Pre-RSC History: All that portion of subsec. 84(4) preceding 
para. (a) substituted by 1977-78, c, 32, subsec. 18(1), applicable in 
respect of amounts paid after April 10, 1978, to add “or (4.1)”. 


All that portion of subsec. 84(4) preceding para. (b) substituted by | 
1977-78, c. 1, subsec. 38(1), applicable with respect to transactions | 


occurring after March 31, 1977. That portion formerly read: 


(4) Where at any time after.1971 a corporation resident in 
Canada has reduced the paid-up capital in respect of any 
shares of any class of its capital stock otherwise than by way 
of a redemption, acquisition or cancellation of those shares or 
a transaction described in subsection (2), 


(a) the corporation shall be deemed to have paid at that 
time a dividend on shares of that class equal to the 
amount, if any, by which the amount paid by it on the 
reduction of the paid-up capital exceeds the paid-up capi- 
tal limit of the corporation immediately before that time, 
and 


Interpretation Bulletins: IT-67R3: Taxable dividends from cor- 
porations resident in Canada; IT-243R4: Dividend refund to private 
corporations; IT-450R: Share for share exchange. 


(4.1) Deemed dividend on reduction of paid- 
up capital — Where at any time after April 10, 
1978,:a public corporation has reduced the paid-up 


capital in respect of any class of shares. of its capital 


stock otherwise than by way of a redemption, acqui- 
sition or cancellation of any shares of that class or a 
transaction described in subsection (2) or section 86, 
any amount paid by it on the reduction of the paid-up 
capital shall be deemed to have been paid by the cor- 
poration and received by the person to whom it was 
paid, as a dividend. 

Related Provisions: 53(2)(a) — Reduction in adjusted ‘cost base; 
84(4) — Reduction of paid-up capital; 89(3) — Simultaneous divi- 
dends; 131(4) —S. 84 does not apply to mutual fund corporation. 


Pre-RSC History: Subsec. 84(4.1) added by 1977-78, c. 32, sub- 


sec. 18(2), applicable in respect of amounts paid after April 10, | 


1978. 


Interpretation Bulletins: [T-243R4: Dividend refund to private 
corporations; IT-450R: Share for share exchange. 


(4.2) Deemed dividend on term preferred 
share — Where, at any time after November 16, 
1978, the paid-up capital in respect of a term pre- 
ferred share owned by a shareholder that is 


(a) a specified financial institution, or 


(b) a partnership or trust of which a specified fi- 
nancial institution or a person related to such an 
institution was a member or a beneficiary, 


was reduced otherwise than by way of a redemption, 
acquisition or cancellation of the share or of a trans- 
action described in subsection (2) or (4.1), the 
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amount received by the shareholder ‘on the reduction 
of the paid-up capital in respect of the share shall be 
deemed to be a dividend received by the shareholder 
at that time unless the share was not acquired in the 
ordinary course of the business carried on” by the 
shareholder. 

Related Provisions: 89(3),— Lanuninaees sporti 131(4)— 


S. 84 does not apply to, mutual fund corporanons 248(13) — Inter- 
ests in trusts or partnerships. 


(4.3) Deemed dividend on guaranteed 
share — Where at any time after 1987 the paid-up 
capital in respect of a share of the capital stock of-a 


-particular corporation..owned | 


(a) by a shareholder that is another SorponattOn to 
which subsection 112(2:2) or (2.4) would, if the 

. particular corporation were a taxable Canadian 
corporation, apply to, deny the deduction under 
subsection 112(1) or (2) or 138(6) of a dividend 
received.on the share, or 


(b) by a partnership or trust of which’ such other 
corporation is’ a member or PERSE as the 
“case may be, 


was reduced otherwise than by way of a redemption, 
acquisition or cancellation of the share or of a trans- 
action described in subsection (2) or (4.1), the . 
amount received by the shareholder on the reduction 
of the paid-up capital in respect of the share shall be 
deemed to be a dividend received by the shareholder 
at that time. 

Related Provisions: 89(3) — Simultaneous dividends; 131(4) — 
S. 84 does not apply to mutual fund corporation; 248(13) — Inter- 
ests in trusts or partnerships. 


Pre-RSC History: Subsecs. 84(4.2), (4.3) added by 1988, -c. 55, 
subsec. 56(2), applicable with. respect to reductions of paid-up capi- 
tal occurring after 1987. 


(5) Amount distributed or paid where. a 
share — Where 


(a) the amount of property distributed by a corpo- 
ration or otherwise appropriated to or for the ben- 
efit. of its shareholders as described in paragraph 


(2)(a), or 

(b) the amount paid by a corporation as described 

in paragraph (3)(a) or (4)(a), 
includes a share of the capital stock of the corpora- 
tion, for the purposes of ‘subsections (2) to © the 
following rules apply: 


(c) in computing the amount referred to in para- 
graph (a) at any time, the share shall be valued at 
an amount equal to its paid-up capital at that 
time, and 


(d) in computing the amount caren to in para- 
graph (b) at any time, the share shall be valued at 
an amount equal to the amount by. which the 
paid-up capital in respect of the class of shares to 
which it belongs has increased by virtue of its 
issue. 


poigieom FPaerat Ep 51(3), 86(2. Deris SOTO of hPa up 
capital after share exchange. 


622 


Subdiv. h — Corporations Resident in Canada 


Pre-RSC. History: Subsec. 84(5) substituted by 1977-78, c. 1, 
subsec. 38(2), applicable to transactions occurring after 1976 except 
that in its application to transactions occurring before April 1, 1977, 
the reference in para. 84(5)(b) to para (3)(a) shall be read as a refer- 
ence to para. (3)(b). Subsec. (5) formerly read: 


(5) Where 
(a) the amount of the property distributed or appropriated 
by a corporation as described in paragraph (2)(a), or 
' (b) the amount paid by a corporation as described in par- 
agraph (3)(b) or (4)(a), 
includes a share of the capital stock of the corporation, for the 
purposes of subsections (2) to (4) the following rules apply: 


(c) in computing that amount at any time, the share shall 
be valued at an amount equal to the paid-up capital in 
respect of the share at that time; and 


(d) the value of the share shall be included in computing 
the paid-up capital limit of the corporation immediately 
before that time. 


(6) Where subsec. (2) or (3) does not apply — 
Subsection (2) or (3), as the case may be, is not ap- 
plicable 
(a) in respect of any transaction or event, to the 
extent that subsection (1) is applicable in respect 
of that transaction or event; and 


(b) in respect of any purchase by a corporation of 
any of its shares in the open market, if the corpo- 
ration acquired those shares in the manner in 
which. shares would normally be purchased by 
any member of the public in the open market. 
Pre-RSC History: Para. 84(6)(a) amended by 1988, 'c. 55, subsec. 


56(3), to. substitute “to the extent that” for “if”, applicable to trans- 
actions and events occurring after April 1988. 


(7) When dividend payable — A dividend that is 
deemed by this section or section 84.1 or 212.1 to 
have been paid at a particular time shall be deemed, 
for the purposes of this subdivision and sections 131 
and 133, to have become payable at that time. 


Related Provisions: 
shareholder. 


History: Subsec. 84(7) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 62(3), applicable with respect to dividends paid after 
1988. Subsec. (7) formerly read: 


(7) A dividend that is deemed by this section or by section 
212.1 to have been paid at a particular time shall be deemed, 
for the purposes of this subdivision, to have become payable 
at that time. 


Pre-RSC History: Subsec. 84(7) substituted by 1977-78, c. 1, 
subsec. 38(3), applicable with respect to transactions occurring after 
March 31, 1977. Subsec. (7) formerly read: 


(7) A dividend that is deemed by this section or section 84.1 
to have been paid at a particular time shall be deemed, for the 
purposes of this subdivision, to have become payable at that 
time. 
Subsec. 84(7) substituted by 1974-75-76, c. 26, s. 47, applicable to 
dividends deemed to have been paid after November 18, 1974, to 
add reference to s. 84.1. 


(8) Where subsec. (3) does not apply — Sub- 
section (3) does not apply to deem a dividend to 
have been received by a shareholder of a public cor- 
poration where the shareholder is an individual resi- 
dent in Canada who deals at arm’s length with the 


15(1) — Appropriation of property to a 
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corporation and the shares redeemed, acquired or 
cancelled are prescribed shares of the capital stock of 
the corporation. 
Pre-RSC History: Subsec. 84(8) substituted by 1986, c. 6, s. 43, 
applicable to transactions and events occurring after May 23, 1985. 
Subsec. (8) formerly read: 
(8) Application — Subsections (1) to (4) do not apply. to 
deem‘a dividend to have been received by a shareholder of a 


public corporation unless, at the time the dividend was paid, 
the shareholder was 


(a) a non-resident person; 


(b) a person resident in Canada who did not deal at arm’s 
length with the corporation; 
(c) a private corporation; 


(d) a corporation that was not a private corporation and 
the dividend was received. in the course of a series. of 
transactions or events to which subsection 55(2) would, 
but for paragraph 55(3)(b), apply; or 


(e) a corporation that would not, in respect of the divi- 
dend, be entitled to a deduction under section 112 or sub- 
section 138(6) in computing its taxable income, 


and, where the shareholder was a person described in para- 
graph (b), the dividend was paid in respect of a security other 
than an indexed security. 


All that portion of subsec. 84(8) following para. (e) or added by 
1984, c. 1, s. 37, applicable with respect to dividends paid after Sep- 
tember 30, 1983. 


Subsec. 84(8) added by 1980-81-82-83, c. 140, s. 48(1), applicable 
with respect to dividends paid after November 12, 1981. 


Regulations: 6206: (prescribed. shares — Class I shares of Reed 
Stenhouse). 


(9) Shares disposed of on redemptions, 
etc. — For greater certainty it is declared that where 
a shareholder of a corporation has disposed of a 
share of the capital stock of the corporation as a re- 
sult of the redemption, acquisition or cancellation of 
the share by the corporation, the shareholder shall, 
for the purposes of this Act, be deemed to have dis- 
posed of the share to the corporation. 


Pre-RSC History: Subsec. 84(9) added by 1985, c. 45, s. 40. 


Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations; IT-444R: Corporations — involuntary. dissolutions; 
IT-484R2: Business investment losses. 


(10) Reduction of contributed surplus — For 
the purpose of paragraph (1)(c.3), there shall be de- 
ducted in determining at any time a corporation’s 
contributed surplus that arose after March 31, 1977 
in any manner described in that paragraph the lesser 
of 


(a) the amount, if any, by which the amount of a 
dividend paid by the corporation at or before that 
time and after March 31, 1977 and when it was a 
public corporation exceeded its retained earnings 
immediately before the payment of the dividend, 
and 


(b) the amount of its contributed surplus immedi- 
ately before the payment of the dividend referred 
to in paragraph (a) that arose after March 31, 
1977. 
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Related Provisions: 84(11) — Computation of contributed sur- 
plus; 87(2)(y) — Amalgamations — contributed surplus. 


History: Subsec. 84(10) added by 1994, c. 7, Sch. II (1991,'c. 49), 
subsec, 62(4), applicable to the determination after July 13, 1990. of 
the contributed surplus of a corporation. 


Interpretation Bulletins: IT-463R2: Paid-up capital. 


(11) Computation of contributed surplus — 
For the purpose of subparagraph (1)(c.3)(ii), where 
the property acquired by the corporation (in this sub- 
section referred to as the “acquiring corporation’’) 
consists of shares (in this subsection referred to as 
the “subject shares”) of any class of the capital stock 
of another corporation resident in Canada (in this 
subsection referred to as the “subject corporation”) 
and, immediately after the acquisition of the subject 
shares, the subject corporation would be connected 
(within the meaning that would be assigned by sub- 
section 186(4) if the references in that subsection to 
“payer corporation” and “particular corporation” 
were read as “subject corporation” and “acquiring 
corporation’, respectively) with the acquiring corpo- 
ration, the contributed surplus of the acquiring cor- 
poration that arose on the acquisition of the subject 
shares shall be deemed to be the lesser of 


(a) the amount added to the contributed surplus of 
the acquiring corporation on the acquisition of 
the subject shares, and 


(b) the amount, if any, by which the paid-up capi- 
tal in respect of the subject shares at the time of 
the acquisition exceeded the fair market value of 
any consideration given by the acquiring corpora- 
tion for the subject shares. 

Related Provisions: 84(10) — Reduction of contributed surplus. 


History: Subsec. 84(11) added by 1994, c. 21, subsec.'35(2), appli- 
cable to actions occurring after December 20, 1992. 


Interpretation Bulletins: IT-463R2: Paid-up capital. 


Definitions [s..84]: “amount” — 248(1); “arm’s length” — 
251(1); “bank” — Interpretation Act 35(1); “business” — 248(1); 
“Canada” — 255; “class of shares” — 248(6); “contributed sur- 
plus” — 84(10), (11); “corporation” — 248(1), Interpretation Act 
35(1); “dividend”, “insurance corporation”, “non-resident” — 
248(1); “paid-up capital” — 89(1), 248(1); “person”, “pre- 
scribed” — 248(1); “private corporation”, “public corporation” — 
89(1), 248(1); “property” — 248(1); “received” — 248(7); “resident 


in Canada” — 250; “share”, “shareholder”, “specified financial in- . 


stitution” — 248(1); “taxable Canadian corporation” — 89(1), 
248(1); “taxable income” — 2(2), 248(1); “term preferred share” — 
248(1); “trust” — 104(1), 248(1), (3). 


84.1 (1) Non-arm’s length sale of shares — 
Where after May 22, 1985 a taxpayer resident in 
Canada (other than a corporation) disposes of shares 
that are capital property of the taxpayer (in this sec- 
tion referred to as the “subject shares”) of any class 
of the capital stock of a corporation resident in Can- 
ada (in this section referred to as the “subject corpo- 
ration’) to another corporation (in this section re- 
ferred to as the “purchaser corporation”) with which 
the taxpayer does not deal at arm’s length and, im- 
mediately after the disposition, the subject corpora- 
tion would be connected (within the meaning as- 
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signed by subsection 186(4) if the references therein 
o “payer corporation” and to “particular corpora- 
tion” were read as “subject corporation” and “pur- 
chaser corporation” respectively) with the purchaser 
corporation, 


(a) where shares (in this section referred to as the 
“new shares’) of the purchaser corporation have 
been issued as consideration for the subject 
shares, in computing the paid-up capital, at any 
particular time after the issue of the new shares, 
in respect of any particular class of shares of the 
capital stock of the purchaser corporation, there 
shall be deducted an amount determined by the 
formula 


) C 
ie aaa 


where 


A is the increase, if any, determined without ref- 
erence to this section as it applies to the acqui- 
sition of the subject shares, in the paid-up cap- 
ital in respect of all shares of the capital stock 
of the purchaser corporation as a Mage of the 
issue of the new shares, 


B_ is the amount, if any, by which the greater of 


(i) the paid-up capital, immediately before 
the disposition, in respect of the sha 
shares, and 


(ii) subject to walreuaa (2)(a) and (a. 1d 
the adjusted cost base to the taxpayer, im- 
mediately before the disposition; bE aie 
subject shares, 


exceeds the fair market value, ibe tals af- 
ter the disposition, of any consideration (other 
than the new shares) received by the taxpayer 
from the purchaser corporation for the subject 
shares, and 


C. is the increase, if any, determined without ref- 
erence to this section as it applies to the .acqui- 
sition of the subject shares, in the paid-up cap- 
ital in respect of the particular class of shares 
as a result of the issue of the new shares; and 


(b) for the purposes of this Act, a dividend shall 
be deemed to be paid to the taxpayer by the pur- 
chaser corporation and received by the. taxpayer 
from the purchaser corporation at the time of the 
disposition in an amount determined. by the 
formula 


(A + D) -(E + F) 
where 


A is the increase, if any, determined without ref- 
erence to this section as it applies to the acqui- 
sition of the subject shares, in the paid-up cap- 
ital in respect of all shares of the capital stock 
of the purchaser corporation as a ae of the 
issue of the new shares; 
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D is the fair market value, immediately after the 
disposition, of any consideration (other than 
the new shares) received by the taxpayer from 
the purchaser corporation for the subject 
shares, 


E is the greater of 


(i) the paid-up capital, immediately before 
the disposition, in respect of ee Sea 
shares, and 


(11) subject to paragraphs (2)(a) and (a.1), 

the adjusted cost base to the taxpayer, im- 
mediately before the disposition, of the. 
subject shares, and 


F_ is the total of all amounts each of which is an 
amount requited to be deducted by the pur- 
_.chaser corporation: under paragraph (a) in 
- computing the paid-up capital in respect of. 
any class of shares of its capital stock by vir- 
tue of the acquisition of the subject shares. 
Reductions in ad- 
justed cost base; 54"proceeds of disposition”(k) — exclusion of 
deemed dividend; 84(7) — When dividend payable; 84.1(2) — 
Non-arm’s length sale of shares; 85(2.1) — Alternative reduction in 


ceived by the taxpayer as ‘consideration for the subject 
shares that was any particular debt owing by the pur- 
chaser corporation or any particular share of the capital 
stock of the purchaser corporation, there shall be de- 
ducted from the adjusted cost base of that property to the 
taxpayer otherwise determined, an amount equal to that 
proportion of the amount, if any, by which the lesser of 


(1) the adjusted cost base referred to in subparagraph 
(a)(i), and 


(ii) the aggregate of the fair market value referred to 

~ in subparagraph (a)(ii), the principal amounts of all 
such particular debts and the amount, if any, by 
which the paid-up capital in respect of all the shares 
of the capital stock of the purchaser corporation is 
increased by virtue of the issue of all such particular 
shares, 


exceeds 


(iii) the greater of the fair market value referred to in 
subparagraph (a)(11) and the paid-up capital referred 
to in subparagraph (a)(iii), 


that the cost to the taxpayer of the particular debt or 
share, as the case may’ be, is of the aggregate of the costs 
to him of all such particular debts and particular shares so 
received as consideration for the subject shares. 


paid-up capital of new shares; 89(1) — Definitions; 212.1 — Simi- Subpara. 84.1(1)(b)(@i) substituted by 1980-81-82-83, c. 140, s. 


lar rule for non-residents; 257 — Negative amounts in formulas. 49(1 


History: That portion of para. 84.1(1)(b) preceding the formula | VY&™ 


amended by 1994, c. 7, Sch. IE.(1991, c. 49), subsec. 63(1),. to add 
“and received by the taxpayer from the purchaser corporation”, ap- 
plicable to dispositions occurring after May 22, 1985. 


Pre-RSC History: Subsec. 84.1(1) substituted by 1986, c. 6, sub- 
sec. 44(1), applicable in respect of dispositions made after May 22, 
1985. Subsec. (1) formerly read: 


), applicable with respect to dispositions occurring after No- 
ber 12, 1981. Subpara. (b)(ii) formerly read: 


(ii) the aggregate of the fair market value referred to in sub- 
paragraph (a)(ii) and the principal amounts of all such partic- 
ular debts and the sian up capital in respect of all such partic- 
ular shares, 


All that portion of subsec. 84.1(1) preceding para. (a) substituted, 
by 1977-78, c. 32, subsec. 19(1); applicable in respect of disposi- 


84.1 (1) Where, at any particular time in a, taxation year and tions after April 10, 1978. That portion formerly read: 


after April 10, 1978, a taxpayer resident in Canada (other 
than a corporation) disposes of shares that are capital property 
of the taxpayer (in this section referred to as the “subject 
shares”) of any class of the capital-stock of a corporation resi- 
‘dent in Canada (in this section referred to as the “subject cor- 
poration’’) to another corporation (in this section referred to 

as the ‘ purchaser corporation”), with which the taxpayer does 
not deal at arm’s length and, immediately after the disposi- 
tion, the subject corporation is connected (within the meaning 
of subsection. 186(4) on the. assumption that the references 
therein to “payer corporation” and to “particular corporation” 
were read as “subject corporation” and “purchaser corpora- 
tion” respectively) with the purchaser corporation, 


84.1 (1) Where, at any particular time in a taxation year and 
after March 31, 1977, a taxpayer resident in Canada (other 
than a corporation) disposes of shares that are capital property 
of the taxpayer (in this section referred to as the “subject 
shares”) of any class of the capital stock of a corporation resi- 
dent in Canada (in this section referred to as the “subject cor- 
poration”) to another corporation (in this section referred to 
as the “purchaser corporation”), that, immediately after the 
disposition, does not deal at arm’s length with the taxpayer, 
and immediately after the disposition the purchaser corpora- 
tion controls (within the meaning of subsection 186(2)) the 
subject corporation, 


(a) an amount equal to the amount, if any, by which the Subsec. 84.1(1) substituted by 1977-78, c. 1,.s. 39, applicable in 
lesser of respect of dispositions after March 31, 1977. Subsec. (1) formerly 
(1) the adjusted cost base to the taxpayer of the sub- read: 


ject. shares'immediately before the disposition, and 


(11) the fair market value of any consideration (other 
than any debt owing by, or share of the capital stock 
of, the purchaser corporation) received by the tax- 
payer for the subject shares from the purchaser 
corporation, 


exceeds 
(iii) the paid-up capital in respect of the subject 
shares immediately before the disposition 
shall be deemed to be a capital gain of the taxpayer for 
the taxation year from the disposition of a capital prop- 
erty; and 
(b) in computing the adjusted cost base to the taxpayer at 
any time after the particular time of any property re- 
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84.1 (1) Deemed dividend on repayment of debt — 
Where, at any time before a particular time.and after Novem- 
ber 18, 1974, a corporation incurred any debt as consideration 
for the purchase of shares of the capital stock of a second 
corporation and, 


(a) at any time before the debt was incurred, any particu- 
lar person, or the group of persons to whom the debt was 
owed at the time it was incurred, 


(i) controlled the second corporation, directly or indi- 
rectly in any manner whatever, or 


(ii) beneficially owned shares of the capital stock of 
the second corporation representing more than 50% 
of its paid-up capital, and 


S. 84.1(1) Income Tax Act, Part I, Div. B 


Information Circulars: 88-2 Supplement, paras. 4,9: General 
anti-avoidance rule — section 245 of the Income Tax Act. 


(b) at any time before the particular time, the particular 
person or group of persons referred to im paragraph (a) 


Advance Tax Ruling: ATR-27: Exchange and acquisition of in- 
terests in capital properties through rollovers and winding-up (“but- 
terfly”); ATR-32: Rollover of fixed assets from Opco into Holdco; 
ATR-35: Partitioning of assets to get specific ownership — “butter- 
fly”; ATR-36: Estate freeze; ATR-42: Transfer of shares; ATR-55: 
Amalgamation followed by sale of shares; ATR-57: Transfer of 
property for estate planning purposes. 


(i) controlled the corporation, directly or indirectly in 
any manner whatever, 


(ii) beneficially owned shares of the capital stock of 
the corporation representing. more than 50% of its 
paid-up capital, or . 

(iii) held an amount of debt payable by the corpora- 
tion that exceeded the paid-up capital of the corpora- 
tion, at a time when shares of the capital stock of the 
corporation representing more than 50% of its paid- 
up capital were beneficially owned by 


(2) Idem — For the purposes of this section, 


(a) where a share disposed of by a taxpayer was 
acquired by a taxpayer before 1972, the adjusted 
cost base to the taxpayer of the share at any time 
shall be deemed to be the total of 


(i) the amount that would be its adjusted cost 
base to the taxpayer if the Income Tax Appli- 
cation Rules. were read without reference to 
subsections 26(3) and (7) of that Act, and 


(ii) the total of all amounts each of which is an 


(A) that particular person, 
(B) that group of persons, 


(C) persons related to the particular person or 
any member of the group of persons, or 


(D) any combination of persons referred to in 
clause (A), (B). or (C), 


the following rules apply: 


(c) where the corporation has, at the particular time, 


made any payment on account of that debt, or any other 
debt substituted for that. debt, 


(i) a dividend shall be deemed to have been paid by 


amount received by the taxpayer after 1971 
and before that time as a dividend on the share 
and in respect of which the corporation that 


the corporation at the particular time equal to the 
lesser of 


paid the dividend has made an election under 
subsection 83(1); | . 


(a.1) where a share disposed of by a taxpayer was 
acquired by the taxpayer after 1971 from a person 
with whom the taxpayer was not dealing at arm’s 
length, was a share substituted for such a share or 
was a share substituted for a share owned by the 
taxpayer at the end of 1971, the adjusted cost 
base to the taxpayer of the share at any time shall 
be deemed to be the amount, if any, by which its 
adjusted cost base to the taxpayer, otherwise de- 
termined, exceeds the total of 


(A) the amount of that payment, and 
(B) the amount, if any, by which 


(1) the aggregate of the payment referred to 
in clause:(A) and all payments made: before 
the particular time on account of that debt, 
or any other debt substituted therefor, 


exceeds 


(II) the debt limit of the corporation in re- 
spect of that debt, 


(ii) a dividend shall be deemed to have been received 


at the particular time, by each person who received 
any portion of that payment, equal to that proportion 
of the dividend so deemed to have been paid by the 
“corporation at that time that the portion of that pay- 
ment received by that person is of the amount of that 
payment, and 

(ili) section 83 (except paragraph 83(1)(d)) shall be 
applicable to the dividend referred to in. subpara- 
graph (i).as though the persons. referred to in subpar- 
agraph (ii) were shareholders of a class of shares of 
the capital stock of the corporation, and 


(d) where any portion of that debt, or any debt substituted 
for that debt, is converted into shares of the capital stock 
of the corporation, an amount equal to the lesser of 


(1) the portion of that debt, or any debt substituted for 
that debt; that was:so-converted,; and ° 


(ii) the amount, if any, by which 
(A) the amount of the debt owed by the corpora- 
tion at the time it was incurred, 

exceeds 


(B) debt limit of the corporation in respect of 
that debt 


shall be added to the aggregate of the amounts deter- 
mined under subparagraph 89(1)(d)(iv.1) at any time 
after the time of the conversion. 


(i) where the share or a share for which the 
share was substituted was owned at the end of 
1971 by the taxpayer or a person with whom 
the taxpayer did not deal at arm’s length, the 


amount in respect of such share equal to the 


amount, if any, by which 


(A) the fair market value of the share or 
the share for which it was substituted, as 
the case may be, on valuation day (within 
the meaning assigned by section 24 of the 
Income Tax Application Rules) 


exceeds. the total of 


(B) the actual cost (within the meaning as- 
signed by subsection 26(13) of that Act) of 
the share or the share for which it was sub- 
stituted, as the case may be, on January 1, 
1972, to the taxpayer or the person with 
whom the taxpayer did not deal at arm’s 
length, and 


(C) the total of all amounts each of which 
is an amount received by the taxpayer or 
the person with whom the taxpayer did not 


deal at arm’s length after 1971 and before 
that time as a dividend on the share or the 
share for which it was substituted and in 


Interpretation Bulletins: IT-67R3: Taxable dividends from cor- 
porations resident in Canada; IT-489R: Non-arm’s. length sale of 
shares to a corporation. 
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respect of which the corporation that paid 
the dividend has made an election under 
subsection 83(1), and 


(ii) the total of all amounts each of which is an 
amount determined after 1984 under subpara- 
“graph 40(1)(a)(1) in respect of a previous dis- 
position of the share ora share for which the 
share was substituted (or such lesser amount 
as is established by the taxpayer to be the 
amount in respect of which a deduction under 
section 110.6 was claimed) by the taxpayer or 
an individual with whom the an did not 
deal at arm’s length; 


(a.2) [Repealed] 


(b) in respect of any disposition described in sub-. 


section (1) by a taxpayer of shares of the capital 
stock of a subject corporation to a purchaser cor- 
poration, the taxpayer shall, for greater certainty, 
be deemed not to deal at arm’s length with the 
purchaser corporation if the taxpayer 


(1) was, immediately before the disposition, 
one of a group of fewer than 6 persons that 
controlled the subject corporation, and 


(ii) was, immediately after the disposition, one 
of a group of fewer than 6 persons that con- 
trolled the purchaser corporation, each mem- 
ber of which was a member of the group re- 
ferred to in subparagraph (i); and 


(c) [Repealed] 


(d) a trust anda beneficiary of the trust or a per- 
son related to a beneficiary of the trust shall be 
deemed not to deal with each other at arm’s 
length. 


(e) [Repealed] 


Related Provisions: 84.1(2.01)— Rules for 84.1(2)(a.1); 
84.1(2.1) — Where capital gains reserve claimed; 84.1(2.2) — 
Rules for 84.1(2)(b); 252(4) — Extended meaning of “spouse”. 


History: Paras. 84.1(2)(a.2), (c) and (e) repealed by 1998, c. 19, 
subsecs. 115(1) to (3), the repéal of para. (a.2) applicable to 1994 et 
seq. and the repeal of paras. (c) and (e) in force on June 18, 1998. 
The paras. formerly read: 


‘(a.2) for the purposes of paragraph (a.1), where a corporation 
(in this paragraph referred to as the “issuing corporation’”’) is- 

. Sues previously unissued shares of a class of its capital stock 
(in this paragraph referred to as the “new shares’’) to a tax- 
payer, the taxpayer and the issuing corporation shall be 
deemed not to have been dealing with each other at arm’s 
length at the time the new shares were acquired by the 
taxpayer; 


(c) for the purposes of determining whether or not a taxpayer 
referred to in paragraph (b) was a.member of a group of 
fewer than 6 persons that controlled a corporation at any time, 
any. shares of the capital stock of that corporation owned at 
that time by 


(i) the taxpayer’s child (within the meaning assigned by 
subsection 70(10)), who is under 18 years of age, or the 
taxpayer’s spouse, 


(ii) a trust of which the taxpayer, a person described in 
subparagraph (i) or a corporation described in subpara- 
graph (iii), is a beneficiary, or 


S..84.1(2) 


(iti) a corporation controlled by the taxpayer, by a:person 
described in subparagraph (i), by a trust described in sub- 
paragraph (ii) or by any combination thereof 


shall be deemed to be owned at that time by the taxpayer and 
not by the person who actually owned the shares at that time; 


(e) for the purpose of paragraph (b), 


(i) a group of persons in respect of a corporation means 
any 2 or more persons each of whom owns shares of the 
capital stock of the corporation, 


(ii) a corporation that is controlled by one or more mem- 
bers of a particular group of persons in respect of that 
corporation shall be considered to: be controlled by that 
group of persons, and 


(iii) a corporation may be controlled by a person or a par- 
ticular group of persons notwithstanding that the corpora- 
tion is also controlled or deemed to be controlled by an- 
other person or group of persons. 


Para. 84.1(2)(e) added by 1994, c. 7, Sch. VII (1993, c. 24), s. 34, 
applicable to dispositions occurring after December 20, 1991. 


Subparas. 84.1(2)(c)(@) to (iii) substituted, para. (d) added, by. 1994, 
c. 7, Sch. II (1991, c. 49), subsecs. 63(2), (3), applicable to: disposi- 
tions occurring after July 13, 1990. Subparas. (i) to (iii) formerly 
read: 


(i) the taxpayer’s spouse, 


(i) an inter vivos trust of which the taxpayer, the spouse, a 
corporation described in subparagraph (iii) or.any combina- 
tion thereof is a beneficiary, or 


(ii1) a corporation controlled by the taxpayer, the spouse, a 
trust described in subparagraph (ii) or any combination 
thereof 


Pre-RSC. History: Para. 84.1(2)(a): and that portion of para. 
84.1(2)(a.1). preceding subpara. (ii) substituted by 1988, c. 55, sub- 
secs. 57(1), (2), applicable in respect of dispositions made after May 
22, 1985. Para. 84.1(2)(a) and that portion of para. 84.1(2)(a.1) for- 
merly read: : 


(a) where a share disposed of by the taxpayer was acquired by 
him before 1972 or was a share substituted for such a share, 
the adjusted cost base to the taxpayer of the share shall be 
deemed to be the amount that would be its adjusted cost base 
to him if the Income Tax Application Rules, 1971 were read 
without reference to subsections 26(3) and (7) thereof; 


(a.1) where a share disposed of by the taxpayer was acquired 
by him after 1971 from a person with whom he was not deal- 
ing at arm’s length, or was a share substituted for such a 
share, the adjusted cost base to. the taxpayer of the share shall 
be deemed to be the amount, if any, by which its adjusted 
cost base to him, otherwise determined, pexeeeds the aggre- 
gate of 


(i) where the share or a share for which the share was 
substituted was owned at the end of 1971 by a person 
with whom the taxpayer did not deal at arm’s length, the 
amount in respect of such share equal to the amount, if 
any, by which the share’s fair market value on valuation 
day (within the meaning assigned by section 24 of the 
Income. Tax Application Rules, 1971) exceeds the actual 
cost (within the meaning assigned by subsection 26(13) 
of those Rules) of the share, on January 1, 1972, to that 
person, and 


Para. 84.1(2)(a) substituted and paras. 84.1(2)(a.1) and (a.2) added 
by 1986, c: 6, subsec. 44(2), applicable in respect of dispositions 
made after May 22, 1985. Para. 84.1(2)(a) formerly read: 


(a) where after 1971 a taxpayer (other than a corporation) has 
acquired any share from a person with whom he did not deal 
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at arm’s length, for the purposes of computing the taxpayer’s 
adjusted cost base of the share, 


(i) he shall be deemed to have acquired it at a cost equal 
to-its adjusted cost base to that person immediately 
before the acquisition thereof by the taxpayer, and 


(ii) subsection 26(5) of the Income Tax Application 
Rules, 1971 shall be read without reference to paragraph 
(c) thereof; 
Para. 84.1(2)(c) substituted by 1979, c. 5, s. 27, applicable in re- 
spect of dispositions after April 10, 1978. 
Para. 84.1(2)(b) substituted, (c) added, by 1977-78, c. 32, subsec. 
19(2), applicable in respect of dispositions after April 10, 1978. 
Para. 84.1(2)(b) formerly read: 
(b) a taxpayer who is one of a group of less than 10 persons 
who act in concert to control a corporation shall be deemed 
not to deal with the corporation-at arm’s length. 


Subsec. 84.1(2) substituted by 1977-78, c. 1, s. 39, applicable in 
respect of dispositions after March 31, 1977. Subsec. 84.1(2) for- 
merly read: 
(2) “Debt limit’ defined — For the purpose of this section, 
the “debt limit” of a corporation in respect of any debt in- 
curred by it as consideration for the purchase of shares of the 
capital stock of a second corporation shall be the amount, if 
any, by which 
(a) the amount of the debt owed by the corporation at the 
time it was incurred 
exceeds 
(b)’the amount if any, by which the aggregate of 


(1) the amount of the debt owed by the corporation at 
the time it was incurred, and 


(ii) the fair market value, at the time the debt was 
incurred, of any other consideration (other than 
‘shares of the capital stock of the corporation) given 
by the corporation for the purchase of the shares of 
the capital stock of the second corporation, 


exceeds the lesser of 
(c) 
" (iii) the paid-up capital limit of the. second corpora- 
tion at the time the debt was incurred, and 
(iv) the paid-up capital, ‘at the time the debt was in- 
curred; of the shares of the capital stock of the sec- 
ond corporation so: purchased. 


Interpretation Bulletins: IT-67R3: Taxable dividends from cor- 
porations resident in Canada; IT-489R: Non-arm’s length sale of 
shares: to a: corporation. 


Advance Tax Ruling: ATR-42: Transfer of shares; ATR-55: 
Amalgamation followed by sale of shares. 


(2.01) Rules for para. 84.1(2)(a.1) — For the 
purpose. of paragraph (2)(a.1), 


(a) where at any time a corporation issues a share 
of its capital stock to a taxpayer, the taxpayer and 
the corporation are deemed not to be dealing with 
each other at arm’s length at that time; 


(b) where a taxpayer is deemed by paragraph 
110.6(19)(a) to have reacquired a share, the tax- 
payer is deemed to have acquired the share at the 
beginning of February 23, 1994 from a person 
with whom the taxpayer was not dealing at arm’s 
length; and 

(c). where a share owned by a particular person, 
or a share substituted for that share, has by one or 
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more transactions or events between persons not 

dealing at arm’s length become vested in another 

person, the particular person and the other person 

are deemed at all times not to be dealing at arm’s 

length with each other whether or not the particu- 

lar person and the other person coexisted. 
History: Subsec. 84.1(2:01) added by 1998, c. 19, subsec. 115(4), 
applicable to 1994 et seq., except that para. 84.1(2.01)(c).is applica- 
ble in respect of the determination of the adjusted cost base of a 
share after June 20, 1996. 


(2.1) idem — For the purposes of subparagraph 


-(2)(a.1) Gi), where the taxpayer or an individual with 


whom the taxpayer did not deal at arm’s length (in 
this subsection referred to as the “transferor’’) dis- 
poses of a share in a taxation year and claims an 
amount under subparagraph 40(1)(a)(iii) in comput- 
ing the gain for the year from the disposition, the 
amount in respect of which a deduction under sec- 
tion 110.6 was claimed in respect of the transferor’s 
gain from the disposition shall be deemed to be 
equal to the lesser of 


(a) the total of 


(i) the amount claimed under subparagraph 
40(1)(a)(@11) by the transferor for the year in 
respect of the disposition, and 


(ii) “3 of the amount deducted under section 
110.6 in computing the taxable income of the 
transferor for the year in respect of the taxable 
capital gain from the disposition, and 


(b) “4 of the maximum amount that could have 
been deducted under section 110.6 in computing 
the taxable income of the transferor for the year 
in respect of the taxable capital gain from the dis- 
position if 
(1) no amount had been claimed by the trans- 
feror under subparagraph 40(1)(a)(iii) in com- 
puting the gain for the year from the disposi- 
tion, and 


(ii) all amounts deducted under section 110.6 
in computing the taxable income of the trans- 
feror for the year in respect of taxable capital 
gains from dispositions of property to which 
this subsection does not apply were deducted 
before determining the maximum amount that 
could have been deducted under section 110.6 
in respect of the taxable capital gain from the 
disposition, 
and, for the purposes of subparagraph (11), “/4 of 
the total of all amounts determined under this 
subsection for the year in respect of other prop- 
erty disposed of before the disposition of the 
share shall be deemed to have been deducted 
under section 110.6 in computing the taxable in- 
come of the transferor for the year in respect of 
the taxable capital gain from the disposition of 
property to which this subsection does not apply, 
and, for the purposes of this subsection, where more 


than one share to which this subsection applies is 
disposed of in the year, each such share shall be 
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deemed to have been separately disposed of in the 
order designated by the taxpayer in the taxpayer’s re- 
turn of income under this Part for the year. 

History: Subsec. 84.1(2.1) added by 1994,\c. 7, Sch. II (1991, c. 


49), subsec. 62(4), applicable to dispositions occurring after July 13, 
1990. 


(2.2) Rules for para. 84.1(2)(b) — For the pur- 
pose of paragraph (2)(b), 


(a) in determining whether or not a taxpayer re- 
ferred to in that paragraph was a member of a 
group of fewer than 6 persons that controlled a 
corporation at any time, any shares of the capital 
stock of that corporation owned at that time by 


(i) the taxpayer’s child (as defined in subsec- 
tion 70(10)), who is under 18 years of age, or 
the taxpayer’s spouse, 


(il) a trust of which the taxpayer, a person de- 
scribed in subparagraph (i) or a corporation 
described in subparagraph (iii), is a benefici- 
ary, or 


(i11) a corporation controlled by the taxpayer, 
by a person described in subparagraph (i) or 
(ii) or by any combination of those persons or 
trusts é 


are deemed to be owned at that time by the tax- 
payer and not by the person who actually owned 
the shares at that time; 


_ (b) a group of persons in respect of a corporation 
means any 2 or more persons each of whom owns 
shares of the capital stock of the corporation; 


(c) a. corporation that is controlled by one or more 
members of a particular group of persons in re- 
spect of that corporation is considered to be con- 
trolled by that group of persons; and 


(d) a corporation may be controlled by a person 
or a particular group of persons even though the 
corporation is also controlled or deemed to be 
controlled by another person or group of persons. 


History: Subsec. 84.1(2.2) added by 1998, c. 19, subsec. 115(5), in 
force on June 18, 1998. 


(3) Addition to paid-up capital — In computing 
the paid-up capital at any time after May 22, 1985 in 
respect of any class of shares of the capital stock of a 
corporation, there shall be added an amount equal to 
the lesser of 


(a) the amount, if any, by which 


(i) the total of all amounts each of which is an 
amount deemed by subsection 84(3), (4). or 
(4.1) to be a dividend on shares of the class 
paid after May 22, 1985 and before that time 
by the corporation 


exceeds 


(ii) the total of such dividends that would be 
determined under subparagraph (1) if this Act 
were read without reference to paragraph 
(1)(a), and 
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(b) the total of all amounts required by paragraph 
(1)(a) to be deducted in computing the paid-up 
capital in respect of that class of shares after May 
22, 1985 and before that time. 


Pre-RSC History: Subsec. 84.1(3) substituted by 1986, c. 6, sub- 
sec. 44(3), applicable in respect of dispositions made after May 22, 
1985. Subsec. 84.1(3) formerly read: 
(3),Where.ss. (1) not to apply — Notwithstanding subsec- 
tion (1), this section does not apply in respect of any share of 
the capital stock of a subject corporation that would otherwise 
be a subject share referred to in that subsection in respect of a 
taxpayer referred to therein, if the share was acquired by the 
taxpayer referred to therein after 1971 and it was owned after 
1971 and before the taxpayer acquired it by a person with 
whom the taxpayer was dealing at arm’s length. 
Interpretation Bulletins: IT-67R3: Taxable dividends from cor- 
porations resident in Canada; IT-489R: Non-arm’s length sale of 
shares to a corporation. 
Pre-RSC History [s. 84.1]: S. 84.1 added by 1974-75-76, c..26, s. 
47, applicable in respect of payments made after November 18, 
1974. 
Definitions [s. 84.1]: “adjusted cost base’ —54, 248(1); 
“amount” — 248(1); » “arm’s length” —°84,1(2)(b); — (d), 
84:1(2.01)(a),'(c), 251(1); “child” —.70(10), 252(1); “class of 
shares” — 248(6); “control” — 84.1(2.2)(c), (d); “corporation” — 
248(1), Interpretation Act 35(1); “dividend” — 248(1); “group” — 
84.1(2.2)(a), (b); “individual” — 248(1); “paid-up capital” — 
84.1(3), 89(1), 248(1); “person” — 248(1); “private corporation” — 
89(1), '248(1); “resident in Canada” — 250;. “share” —248(1); 
“spouse” — 252(4)(a); “taxable income” — 2(2),:248(1); “taxation 
year” — 249; “taxpayer” — 248(1); “trust” — 104(1), 248(1), (3). 


84.2 (1) Computation of paid-up capital in 
respect of particular class of shares — In 
computing the paid-up capital in respect of any par- 
ticular class of shares of the capital stock of a corpo- 
ration at any particular time after March 31, 1977, 


(a) there shall be deducted that proportion of the 
amount, if any, by which the paid-up capital in 
respect of all of the issued shares of the capital 
stock of the corporation on April 1, 1977, deter- 
mined without reference to this section, exceeds 
the greater of Bt 


(i) the amount that the paid-up capital limit of 
the corporation would have been on March 
31, 1977 if paragraph 89(1)(d) of the Income 
Tax Act, chapter 148 of the Revised Statutes 
of Canada, 1952, as it read at that date, were 
read without. reference to clause 
89(1)(d)(iv.1)(F) of that Act and without ref- 
erence to all subparagraphs of. paragraph 
89(1)(d) of that Act except subparagraphs 
89(1)(d)(iv.1) and (vii) of that Act, and 
(ii) the paid-up capital limit of the corporation 
on March 31, 1977, 
that the. paid-up capital on, April 1, 1977, deter- 
mined without reference to this section, in respect 
of the particular class of shares is of the paid-up 
capital on April 1, 1977, determined without ref- 
erence to this section, in respect of all of the is- 
sued and outstanding shares of the capital stock 
of the corporation; and 
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(b) there shall be added an amount equal to the 
lesser of 


(i) the amount, if any, by which 


(A) the total of all amounts each of which 
is an amount deemed by subsection 84(3) 
or (4) to be a dividend on shares of the par- 
ticular class paid by the corporation after 
March 31, 1977 and before the particular 
time 

exceeds 


(B) the total that would be determined 
under clause (A) if this Act were read 
without reference to paragraph (a), and 


(11) the amount required by paragraph (a) to be 
deducted in computing the paid-up capital of 
shares of the particular class. 


Related Provisions: 84.1 — Non-arm’s length sale of shares. 


1.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


(2) Debt deficiency — In computing, after March 
31, 1977, the adjusted cost base to an individual of a 
debt that was owing to the individual by a corpora- 
tion on March 31, 1977, there shall be deducted the 
amount of any dividend that would have been 
deemed to have been received by the individual on 
that day if the corporation had paid the debt in full 
on that day. 


Related Provisions: 53(2)(p) — Deduction from adjusted cost 
base; 84.2(3) — Where debt converted to shares. 


(3). ldem — Where, after March 31, 1977 and 
before 1979, any debt referred to in subsection (2) 
owing by a corporation and held by an individual on 
March 31, 1977 and continuously after that date until 
conversion, is converted into shares of a particular 
class of the capital stock of the corporation, 


(a) subsection (2) shall not apply in respect of the 
debt; and 


(b) in computing the paid-up capital in respect of 
the shares of the particular class at any particular 
time after the conversion, 


(1) there shall be deducted the amount by 
which the adjusted cost base to the taxpayer of 
the debt would, but for paragraph (a), have 
been reduced by virtue of subsection (2), and 


(ii) there shall be added an amount equal to 
the lesser of 


(A) the amount, if any, by which 


(J) the total of all amounts deemed by 
subsection 84(3),. (4) or (4.1) to be a 
dividend on shares of the particular 
class paid by the corporation after the 
conversion and before the particular 
time, ; 


exceeds 


(II) the total that. would be determined 
under subclause (1) if this Act were 
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read without reference to. subparagraph 
(4), and 


(B) the amount required by subparagraph 
(i) to be deducted in computing the paid- 
up capital of shares of the particular class. 


Pre-RSC History: Subcl. 84.2(3)(b)(11)(A)(1) substituted by 1977- 
78, c. 32, s. 20, applicable after April 10, 1978, to add reference to 
subsec. 84(4.1). 


Pre-RSC History [s. 84.2]: S. 84.2 substituted by 1977-78, c. 1, 
s. 39, applicable after March 31, 1977. S. 84.2 formerly read: 


84.2 Special rules relating to shares issued or debt 
incurred before November 19, 1974 — Where a corpora- 
tion has, at any particular time before July 1976, notified the 
Minister in writing that it wishes 


(a) to have subparagraph 89(1)(d)(iv.1) apply to all 
shares, if any, issued by it before November 19, 1974, 
and Aipod 

(b) to have section 84.1 apply to all debt, if any, incurred 
by it before November 19, 1974, 


the following rules apply: 


(c) subsection 89(6) shall not apply for the purposes of 
computing the paid-up capital deficiency of the corpora- 
_ tion at any time after the particular time, 


(d) section 84:1 shall be read without reference to “‘and 
after November 18, 1974”, 


(e) the amount of any dividend that the corporation - 
would, by virtue of paragraph 84.1(1)(c), be deemed to 
have paid in respect of payments, before the particular 
time, of or on account of any debt incurred by the corpo- 
ration prior to, November 19,.1974, or any debt substi- 
tuted for that debt, shall be deemed tobe nil, 


(f) subparagraph 84.1(2)(b)(iii) shall be read as “the paid- 
up capital limit of the second corporation at the time the 
debt was incurred or on November 18, 1974, where that 
day is later’, 


(g) subparagraph 84.1(2)(b)(iv) shall be read as “the 
paid-up capital, at the time the debt was incurred, of the 
shares of the second corporation so purchased (on the as- 
sumption that paragraph 89(1)(c) applied at that time)’, 
and 


(h) no direction shall be made under subsection 247(1) in 
respect of any amount received, after the particular time, 
by a taxpayer in respect of 


(1) any disposition of or reduction in the paid-up cap- 
ital of shares referred to-in paragraph (a), or 


(ii) any payment on account of debt referred to in 
paragraph (b) or any debt substituted: therefor. 


S. 84.2 added by 1974-75-76, c. 26, s. 47, applicable to 1974 et seq. 


Definitions [s. 84.2]: “adjusted cost base” —54, 248(1); 
“amount” — 248(1); “class of shares” — 248(6); “corporation” 
248(1), Interpretation Act. 35(1); “dividend” — 248(1); “paid-up 
capital” — 89(1), 248(1); “share” — 248(1); “taxation year” — 
249; “taxpayer” — 248(1). 


85. (1) Transfer of property to corporation by 
shareholders [rollover] — Where a taxpayer has, 
in a taxation year, disposed of any of the taxpayer’s 
property that was eligible property to.a taxable Cana- 
dian corporation for. consideration that includes 
shares of the capital stock of the corporation, if the 
taxpayer and the corporation have jointly elected in 
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prescribed form and in accordance with subsection 
(6), the following rules apply: 


(a) the amount that the taxpayer and the corpora- 
tion have agreed on in their election in respect of 
the property shall be deemed to be the taxpayer’s 
proceeds of disposition of the property and the 
corporation’s cost of the property; 


(b) subject to paragraph (c), where ‘the amount 
that the taxpayer and the corporation have agreed 
on in their election in tespect of the property is 
less'than the fair market value, at the time of the 
disposition, of the consideration therefor (other 
than any shares of the capital stock of the corpo- 
ration or a right to receive any such shares) re- 
ceived by the taxpayer, the amount so agreed on 
shall, irrespective of the amount actually so 


agreed on by them, be deemed to be an amount 


equal to that fair market value; 


(c) where the amount that the taxpayer and the 
corporation have agreed on in their election in re- 
spect of the property is greater than the fair mar- 
ket value, at the time of the disposition, of the 
property so.disposed of, the amount so agreed on 
shall, irrespective of the amount actually so 
agreed on, be deemed to be an amount equal to 
that fair market value; 


(c.1) where the’ property was inventory, capital 
property (other than depreciable property of a 
prescribed class), a NISA ‘Fund No. 2 or a’ prop- 
erty that is eligible property because of paragraph 
~ (1.1)(g) or (g.1), and the amount that the taxpayer 
and corporation have agreed on in their election 
in‘respect of the property is less than the lesser of 


(i) the fair market value of the property at the 
time of the disposition, and 


(ii) the cost amount to the taxpayer of the 
property at the time of the disposition, 


the amount so agreed on shall, irrespective of the 
amount actually so agreed on by them, be 
deemed tobe an amount equal to the lesser of the 
amounts described in subparagraphs (i) and (ii); 


(c.2) subject to paragraphs (b) and (c) and not- 
withstanding paragraph (c.1), where the taxpayer 
carries on a farming business the income from 
which is computed. in accordance with the cash 
method and the property was inventory owned in 
connection with that business immediately before 
the particular time the property was disposed of 
to the corporation, 


(i) the amount that the taxpayer and the corpo- 
ration agreed on in their election in respect of 
inventory purchased by the taxpayer shall be 
deemed to be equal to the amount determined 
by the formula 
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where 


A is the amount that would be included be- 
_ cause of paragraph 28(1)(c) in computing 
the taxpayer’s income for the taxpayer’s 
last taxation year beginning before the par- 
ticular time if that year had ended immedi- 
ately before the particular time, 


B is the value (determined in accordance 
with subsection 28(1.2)) to the taxpayer 
immediately before the. particular time of 
the purchased inventory in respect of 
which the election is made, 


C is the value (determined in accordance 

~ with subsection 28(1.2)) of all of the in- 
ventory purchased by the taxpayer that was 
owned by the taxpayer in connection with 
that business immediately before the’ par- 
ticular time, and 


‘Dis such additional amount as the taxpayer 
and the corporation designate in respect of 
_. the. property, 
(iy for the’ purpose of subparagraph 
28(1)(a)(@), the disposition of the property and 
the receipt of proceeds of disposition therefor 
shall be deemed to have occurred at the partic- 
ular time and in the course of carrying on the 
business, and — 
(iii) where the property is owned by the cor- 
“poration in connection with a farming busi- 
ness and the income from that business is 
computed -in) accordance with the cash 
method, for the purposes of section 28, 


(A) an amount equal to the cost to the cor- 
poration of the property shall be deemed to 
have been. paid by the corporation, and 


(B) the corporation shall be deemed to 
have purchased the property for an amount 
equal to that cost, 


at the particular time and in the course of car- 
rying on that business; 


(d) where the property was eligible eébital prop- 
erty in respect of a business of the taxpayer and 
the amount that, but for this paragraph, would be 
the proceeds of disposition of the property is less 
than the least of 


(i) *4 of the taxpayer’s cumulative eligible 
capital in respect of the business immediately 
before the disposition, 
(ii) the cost to the taxpayer of the property, 
and 
(iii) the fair market value of the property at 
the time of the disposition, 
the amount agreed on by the taxpayer and the 
corporation in their election in respect of the 
property shall, irrespective of the amount actually 
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so agreed on by them, be deemed to be the least 
of the amounts described in subparagraphs (i) to 
(iii); 

(d.1) for the purpose of determining after the time 
of the disposition the amount to be included 
under paragraph 14(1)(b) in computing the corpo- 
ration’s income, there shall be added to the 
amount otherwise determined for Q in the defini- 
tion “cumulative eligible capital” in subsection 
14(5) the amount determined by the formula 


(a x a - 2(D - E) 


where 


A. is the amount, if any, determined for Q in that 


definition in respect of the taxpayer’s business 
immediately before the time of the 
disposition, 

B is the fair market value immediately before 
that time of the eligible capital property dis- 
posed of to the corporation by the taxpayer, 


C is the fair market value immediately before 
that time of all eligible capital property of the 
taxpayer in respect of the business, 


D is the amount, if any, that would be included 
under subsection 14(1) in computing the tax- 
payer’s income as a result of the disposition if 


(i) the amounts determined for C and D in 
subparagraph 14(1)(a)(v) were zero, and 


(ii) paragraph 14(1)(b) were read as 
follows: 


“(b) in any other case, the excess shall 
be included in computing the tax- 
payer’s income from that business for 
that year.”, and 


E is the amount, if any, that would be included 
- under subsection 14(1) in. computing the tax- 
payer’s income as a result of the disposition if 
the amount determined for D in subparagraph 
14(1)(a)(v) were zero; 


(e) where the property was depreciable property 
of a prescribed class of the taxpayer and the 
amount that, but for this paragraph, would be the 
proceeds of disposition thereof is less than the 
least of 


(i) the undepreciated capital cost to the tax- 
payer of all property of that class immediately 
before the disposition, 


(11) the cost to the taxpayer of the property, 
and 


(ii) the fair market value of the property at 
the time of the disposition, 


the amount agreed on by the taxpayer and the 
corporation in their election in respect of the 
property shall, irrespective of the amount actually 
so agreed on by them, be deemed to be the least 
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of the amounts described in subparagraphs (i) to 
(iii); 

(e.1) where two or more properties, each of 
which is a property described in paragraph (d) or 
each of which is a property described in_para- 
graph (e), are disposed of at the same time, para- 
graph (d) or (e), as the case may be, applies as if 
each property so disposed of had been separately 
disposed of in the order designated by the tax- 
payer before the time referred to in subsection (6) 
for the filing ofan election in respect of those 
properties or, if the taxpayer does not so desig- 
nate any such order, in the order designated by 


the Minister; 


(e.2) where the fair market value of the property 
immediately before the disposition exceeds the 
greater of 


(i) the fair market value, immediately after the 
disposition, of the consideration received by 
the taxpayer for the property disposed of by 
the taxpayer, and 


(ii) the amount that the taxpayer and the cor- 
poration have agreed on in their election in re- 
spect of the property, determined without ref- 
erence to this paragraph, 


and it is reasonable to regard any part of the ex- 
cess as a benefit that the taxpayer desired to have 
conferred on a person related to the taxpayer 
(other than a corporation that was a wholly 
owned corporation of the taxpayer immediately 
after the disposition), the amount that the tax- 
payer and the corporation agreed on in their elec- 
tion in respect of the property shall, regardless of 
the amount actually so agreed on by them, be 
deemed (except for the purposes of paragraphs 
(g) and (h)) to be an amount equal to the total of 
the amount referred to in subparagraph (ii) and 
that part of the excess; 


(e.3), where, under any of paragraphs (c.1), (d) 
and (e), the amount that the taxpayer and the cor- 
poration have agreed on in their election in re- 
spect of the property (in this paragraph referred to 
as “the elected amount’) would be deemed to be 
an amount that is greater or less than the amount 
that would be deemed, subject to paragraph (c), 
to be the elected amount under paragraph (b), the 
elected amount shall be deemed to be the greater 
of 


(i) the amount deemed by paragraph (c.1), (d) 
or (e), as the case may be, to be the elected 
amount, and 


(11) the amount deemed by paragraph (b) to be 
the elected amount; 


(e.4) where 
(1) the property is depreciable property of a 


prescribed class of the taxpayer and is a pas- 
senger vehicle the cost to the taxpayer of 
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which was more than $20,000 or such other 
amount as may be prescribed, and 


(ii) the taxpayer and the corporation do not 
deal at arm’s length, 


the amount that the taxpayer and the corporation 
have agreed on in their election in respect of. the 
property shall be deemed to be an amount equal 
to the undepreciated capital cost to the taxpayer 
of the class immediately before the disposition, 
except that, for the purposes of subsection 6(2), 
the cost to the corporation of the vehicle shall be 
deemed to be an amount equal to its fair market 
value immediately before the disposition; 


(f) the cost to the taxpayer of any particular prop- 
erty (other than shares of the capital stock of the 
corporation or a right to receive:any such shares) 
received by the taxpayer as consideration for the 
disposition shall be deemed to be an amount 
equal to the lesser of 


(i) the fair market value of the particular prop- 
erty at the time of the disposition, and 


(ii) that proportion of the fair market value, at 
the time of the disposition, of the property dis- 
posed of by the taxpayer to the corporation 
that 


(A) the amount determined under subpara- 
graph (1) 
is of 

(B) the fair market value, at the time of the 
disposition, of all properties (other than 
shares of the capital stock of the corpora- 
tion or a right to receive any such shares) 
received by the. taxpayer as consideration 
for the disposition; 


(g) the cost to:the taxpayer of any preferred 
shares of any class of the capital stock of the cor- 
poration receivable by the taxpayer as considera- 


tion for the disposition shall be deemed to be the 


lesser of the fair market value of those shares im- 
mediately after the disposition and that propor- 
tion of the amount, if any, by which the proceeds 
of the disposition exceed the fair market value of 
the consideration (other than shares of the capital 
stock of the corporation or a right to receive any 
such shares) received by the taxpayer for the dis- 
position, that 


(i) the fair market value, immediately after the 
disposition, of those preferred shares of that 
class, 


is of 
(ii) the fair market value, immediately after 
the disposition, of all preferred shares of the 
capital stock of the corporation receivable by 
the taxpayer as consideration for the 
disposition; 

(h) the cost to the taxpayer of any common shares 

of any class of the capital stock of the corporation 
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receivable by the taxpayer as consideration for 
the disposition shall be deemed to be that propor- 
tion of the amount, if any, by which the proceeds 
of the disposition exceed the total of the fair mar- 
Ket value, at the time of the disposition, of the 
consideration (other than shares of the capital 
stock of the corporation or.a right to receive any 
such shares) received by the taxpayer for the dis- 
position and the cost to the taxpayer of all pre- 
ferred shares of the capital stock of the corpora- 
tion receivable by the taxpayer as consideration 
for the disposition, that 


(i) the fair market value, immediately after the 
disposition, of those common shares of that 
class, | 


is of 


(i1) the fair market value, immediately after 
the disposition, of all common shares of the 
capital stock of the corporation receivable by 
the taxpayer as consideration for the disposi- 
tion; and 


(i) where the property so disposed of is taxable 
Canadian property of the taxpayer, all of the 
shares of the capital stock of the Canadian corpo- 
ration received by the taxpayer as consideration 

for the property shall be deemed to be taxable 
Canadian property of the taxpayer. 


Related Provisions: 13(7)(e) — Deemed maximum capital cost 
on non-arm’s length transfer; 13(7)(g), (h) —- Maximum capital cost 
of passenger vehicles; 13(21.2)(d) — No election allowed on cer- 
tain transfers of depreciable property where u.c.c. exceeds fair mar- 
ket value; 40(3.3), (3.4) — Limitation on loss where share acquired 
by affiliated person; 51(4) — Application of 85(1) to exchange of 
convertible property; 53(4) — Effect on adjusted cost base of share, 
partnership interest or trust-interest; 54.2 — Certain shares deemed 
to be capital property; 55(1) — “Permitted redemption” for butterfly 
purposes; 55(3.1)(b) — Rules where foreign vendor’s capital gain 
exempted by treaty; 69(11) — Where corporation later sells trans- 
ferred property and shelters gain; 85(1.1) — “Eligible property”; 
85(2) — Rollover of property to corporation from partnership; 
85(5), (5.1) — Rules on transfers of depreciable property; 85(6) — 
Time for election; 86(3) — Section 86 does not apply where 85(1) 
applies; 97(2)(a) — Rollover of property to a partnership; 
138(11.5) — Transfer of insurance business by non-resident insurer; 
142.5(9) — Transitional rule — mark-to-market property acquired 
by financial institution on rollover; 256(7)(c), (d) — Whether con- 
trol of corporation acquired on rollover; 257 — Formula cannot cal- 
culate to less than zero; Canada-U.S. tax treaty, Art. XII[:8 — 
Deferral of tax for U.S. resident transferor. 


History: The opening words of para. 85(1)(c.1) amended by 1995, 
c. 21, subsec. 53(1), applicable to dispositions occurring after Feb- 
ruary 22, 1994. The opening words of para. (c.l) formerly read: 


(c.1) where the property of the taxpayer was inventory, capi- 
tal property (other than depreciable property of a prescribed 
class), a NISA Fund No. 2 or a property (other than capital 
property or an inventory) of the taxpayer that is a security or 
debt obligation used in the year in, or held in the year in the 
course of, carrying on-the, business of insurance or lending 
money, and the amount that the taxpayer and corporation 
have agreed on in their election in respect of the property is 
less than the lesser of 


Para. 85(1)(d.1) amended by 1995, c. 3, s. 22, applicable to disposi- 
tions of property in respect of a business that occur in a fiscal period 
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of the business that ends after February 22, 1994 otherwise than be- 
cause of an election under subsec. 25(1). Para. (d.1) formerly read: 


(d.1) for the purpose of determining after the time of the dis- 
position the. amount to be included under paragraph: 14(1)(b) 
in computing the corporation’s income, there shall be added 
to the amount otherwise determined for Q in the definition 
“cumulative eligible capital” in subsection 14(5) the amount 
determined by the formula 


B 
(ax?) —~2(D +E) -@+G)) 


where 


A is the amount, if any, determined for Q in that definition 
in respect of the taxpayer’s business immediately before 
the time of the disposition, 


Bis the fair market value immediately before that time of 
the eligible capital property disposed of to the corpora- 
tion by the taxpayer, 


C_ is the fair market value immediately before that time of 
all eligible capital property of the taxpayer in respect of 
the business, 


D_ is the amount, if any, that would be included under sub- 
section 14(1) in computing the taxpayer’s income as a re- 
sult of the disposition if paragraph 14(1)(b) were read as 
follows: 


“(b) in any other case, the excess shall. be included 
in, computing the taxpayer’s income from that bus- 
iness for that year.”, 


E_ is the amount, if any, that would be deemed under sub- 
section 14(1) to be a taxable capital gain of the taxpayer 
as a result of the disposition if clause 14(1)(a)(v)(B) were 
read as follows: 


“(B) zero” 


F is the amount, if any, included under subsection 14(1) in 
computing the taxpayer’s income as a result of the dispo-. 
sition, and 


G is. the amount, if any, deemed under subsection 14(1) to 
be a taxable capital gain of the taxpayer as a result of the 
disposition; 


Para. 85(1)(d. 1) substituted by 1994, c. 21, subsec. 36(1), sasonieHble 
to the disposition of property to a corporation occurring after the 
beginning of its first taxation year that begins after June 1988. That 
para. formerly read: 


(d.1) for the purpose of determining after the time of the dis- 
position the amount to be included under paragraph 14(1)(b) 
in computing the corporation’s income, there shall be added 
to the amount otherwise determined for Q. in the definition 
“cumulative eligible capital” in subsection 14(5) the amount, 
determined by the formula . 


ABE 
€ 
where 


A is the amount, if any, determined for Q in that definition 
in respect of the taxpayer’s business immediately before 
the time of the disposition, 


B_ is the fair market value immediately before that time of 
the eligible capital property disposed of to. the corpora- 
tion by the, taxpayer, and 


Cis the fair market value immediately before that time of 


all eligible capital property of the taxpayer in respect of 
the business; 


That portion of para. 85(1)(c.1) preceding subpara. (i) amended by 
1994, c. 7, Sch. VII (1993, c. 24), subsec. 35(1), to substitute 
“where the property of the taxpayer” for “where the property” and 
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to add reference to “a NISA Fund No. 2”, applicable to dispositions 
occurring after 1990. 


Para. 85(1)(d. 1) added by 1994, c. 7, Sch, VII (1993, c. 24), sub- 
sec. 35(2), applicable to the disposition of property to a corporation 
occurring after the beginning of its first taxation year een: af- 
ter June: 1988. 


Para. 85(1)(c.2) added by 1994, ¢:'7, Sch. II (1991, c. 49), subsec. 
64(1), applicable to dispositions occurring after July 13, 1990. 

That portion of para. 85(1)(e.2) following subpara. (ii) aménded by 
1994; ¢.°7, Sch. II (1991; 'c. 49), subsec. 64(2), to add “(other than 
the corporation, where all of its issued shares, except directors’ 


_qualifying shares, are owned by the taxpayer immediately before 
_.the disposition),” 


; applicable to dispositions occurring after June 
1988. 


Pre-RSC History: That portion of subsec. 85(1) preceding para. 
(a) and that portion of para. 85(1)(c.1) preceding subpara. (i) substi- 
tuted by 1988, c. 55, subsecs. 58(1), (2), applicable to dispositions 
of property occurring after 1986. Those portions formerly read: 


85. (1) Transfer of property to corporation by sharehold- 
ers — Where a taxpayer has after May 6, 1974 disposed of 
any of his property that was a capital property (other than real 
property, an. interest therein or an option in respect thereof, 
owned by a non-resident person), a Canadian resource prop- 
erty, a foreign resource property, an eligible capital property 
 or-an inventory (other than real property)'to a taxable Cana- 
* dian corporation for consideration that includes shares of the 
capital stock of the corporation, if the taxpayer and the corpo- 
ration have jointly so elected in prescribed form and within 
the time referred to in sHpseL US Sy the following rules 


apply: Betelitit eee) 


(c.1) where the property was inventory or capital prop- 
erty (other than depreciable property of a prescribed 
class) of the taxpayer and the amount that the taxpayer 
and the corporation have agreed upon in their election in 
respect of the property is less than the lesser of 


~ Subpara. 85(1)(d)(i) amended by 1988, c. 55, subsec. 58(3), to sub- 


stitute “4/s of’ for “2 times”, applicable 


(a) in the case of a corporation, with respect to dispositions by it 
‘of property occurring after the commencement of its first taxa- 
tion year commencing. after June 1988; and 


(b) in any other case, with respect to dispositions of property in 
respect of a-business occurring after the commencement of the 
first fiscal period commencing «after 1987 of the business. 


Para. 85(1)(e.2) substituted by'1988, c. 55, subsec. 58(4), applicable 


with respect to dispositions occurring after June 1988. Para. 
85(1)(e.2) formerly read: 


(e:2) where the fair market value of the property at the time of 
the disposition exceeds: the greater of’ 


(i) the fair market value at the time of the dba: of 
the consideration received by the taxpayer for the prop- 
erty disposed of by. him, and. 


(ii) the amount that the taxpayer and the corporation. have 
agreed upon in their election in respect of the property, 
determined without reference to this paragraph, 


and it is reasonable to regard any portion of such excess as a 
gift made by the taxpayer to or for the benefit of any other 
shareholder of the corporation, the amount that the taxpayer 
and the corporation have agreed upon’ in their election in re- 
spect of the property shall, irrespective of the amount actually 
so agreed upon by them, be deemed (except for the purposes 
of paragraphs (g) and (h)) to be an amount equal to the aggre- 
gate of ' 


(iii) the amount teferred to in sti dhragi (11), and 
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(iv) the portion of such excess that may reasonably be 
regarded as a giftsmade by the taxpayer to or for the ben- 
efit of any other shareholder of the corporation; 


Para. 85(1)(e.4) added by 1988, c. 55; subsec. 58(5); applicable to 
taxation years and fiscal periods commencing after June 17, 1987 
that end after 1987. 


All that portion-of subsec. 85(1) preceding para. (a) amended by 
1985, c. 45, subsec. 41(1), applicable to 1984 et seq., to substitute 
“non-resident person), a Canadian resource property, a foreign re- 
source property,” for “non-resident), a property referred to in sub- 
section 59(2),”. 


All that portion of subsec. 85(1) preceding para. (a) substituted by 
1980-81-82-83,.c: 48, subsec. 45(1), applicable with respect to dis- 
positions of property occurring after December 11, 1979 except that 
in its application to dispositions occurring before August 29, 1980, 
subsection 85(1) shall be read without reference therein to the ex- 
pression “an interest therein”. That portion formerly read: 


85. (1) Where a taxpayer has, after May 6, 1974, disposed of 
any property that was a capital property (other than real prop- 
erty or an option in respect thereof owned by a non-resident), 
an eligible capital property, an inventory other than real prop- 
erty or a property referred to in subsection 59(2) of the tax- 
payer to a Canadian corporation for consideration including 
shares of the capital stock of the corporation, if the taxpayer 
and the corporation have jointly so elected in prescribed form 
and within the time SOLA to in AAs ee the follow- 
ing rules apply: 


All that portion of para. 85(1)(e.3) preceding subpara. (1) substituted 
by 1977-78, c. 1, subsec. 40(1), applicable to dispositions of prop- 
erty after May 6, 1974 


All that portion of subsec. 85(1) preceding para. (a), paras. 85(1)(d), 
(e), (i) substituted, subsecs. 85(1)(c.1),. (e.1)-(e.3) added by 1974- 
75-76, c. 26, subsecs. 48(1)-(3), applicable to dispositions of prop- 
erty after May 6, 1974. That Poon: and paras. 85(1)(d); (e),, (i) for- 
merly read: 


85. (1) Transfer of property to corporation by controlling 
shareholder — Where a taxpayer has, after 1971, disposed 
of any property that was a capital property or eligible capital 
property of the taxpayer or a property referred to in subsec- 
tion 59(2) of the taxpayer to a Canadian corporation, and im- 
mediately after the disposition owned not less than 80% of 
the issued shares of each class of the capital stock of the’cor- 
poration, if the taxpayer:and the corporation have jointly so 
elected in prescribed form and within prescribed time the fol- 
lowing rules apply: 


(d) where the property was eligible.capital property in re- 
spect of a business of the taxpayer and the amount that, 
but for this paragraph, would be the proceeds of disposi- 
tion thereof is less than the least of 


(i) 2 times the taxpayer’s cumulative eligible capital 
in respect of the business immediately before the 
disposition, 


(11) the cost to the taxpayer of the property, and 


(iii) the fair market value of the property at the time 
of the disposition, 


the amount agreed upon by the taxpayer and the corpora- 
tion in their election in respect of the property shall, irre- 
spective of the amount actually so agreed upon by them, 
and notwithstanding paragraphs (b) and (c), be deemed to 
be the least of the amounts described in subparagraphs (i) 
to (ili); | 

(e) where the property was depreciable property of a pre- 
scribed class of the taxpayer and the amount that, but for 
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this paragraph, would be the proceeds nf disposition - 
thereof is less than the least of 


(i) the undepreciated capital cost to the taxpayer of 
all property of that class immediately before the 
disposition, 


(ii), the cost to the taxpayer of the property, and 


, (iii) the fair market value of the property at the time 
__ of the disposition, 


the amount agreed upon by the taxpayer and the corpora- 

_tion in their election in respect of the property shall, irre- 
spective of the amount actually so agreed upon by them, 
and notwithstanding paragraphs (b) and (c), be deemed to 
be the least of the amounts described in subparagraphs (1) 
to (111); 


(i) for greater certainty, where the application of this sub- 
section results in a capital loss of the taxpayer from the 
disposition of any property, subsection (4) is applicable. 


All that portion of subsec. 85(1) preceding para. (a) substituted by 
1973-74, c. 14, subsec. 25(1), applicable with respect to dispositions 
made after 1971. 


Selected Cases [subsec. 85(1)]: Dale v..R., [1997] 2 C.T.C. 
286 (FCA) (Retroactive court approval-of share issue was binding 
on Minister); Deconinck v. The Queen, [1990] 2.C.T.C, 464 (FCA) 


| (Particulars provided in statement of claim on appeal too late to 


cause finding of erroneous assessment based on vague ‘election 


. form). 


_ Regulations: 7307(1) (prescribed amount for 85(1)(e.4)(i)). 


I.T. Application Rules: 20(1.2) (transfer of depreciable, property 
by person who owned it before 1972). 


Interpretation Bulletins: IT-188R: Sale of accounts receivable; 


IT-217R: Depreciable property owned on December 31, 1971; IT- 
243R4: Dividend refund to private corporations; IT-291R2: Trans- 
fer of property to a corporation under subsection 85(1); IT-427R: 
Livestock of farmers; IT-433R: Farming or fishing — use of cash 
method; IT-457R: Election by professionals to.exclude work in pro- 
gress from income; IT-489R: Non-arm’s length sale of shares to a 
corporation; IT-521R: Motor vehicle expenses claimed by self-em- 


_ ployed individuals; IT-522R: Vehicle, travel and sales expenses of 


employees. 


Information Circulars: 76-19R3: Transfer of property to a corpo- 
ration under section 85; 81-11R3: Corporate instalments; 88-2, pa- 
ras. 9, 10, 13, 14, 22: General anti-avoidance rule — section 245 of 
the Income Tax Act; 88-2 Supplement, paras. 3, 8: General anti- 
avoidance rule — section 245 ‘of the Income Tax Act; 89-3: Policy 
statement on business equity valuations. 


1.T. Technical News: No. 3 (section 85 — Dale case); No. 7 
(rollovers of capital property — Mara Properties); No. 10 (1997 de- 
duction‘ limits and benefit rates for automobiles (for 85(1)(e.4)(i)). 


Advance Tax Ruling: ATR-6: Vendor reacquires business assets 
following default by purchaser; ATR-7: Amalgamation involving 
losses and control; ATR-19: Earned depletion base and cumulative 
Canadian development expense; ATR-25: Estate freeze; ATR-27: 
Exchange and acquisition of interests in capital properties through 
rollovers and winding-up (“butterfly”); ATR-28: Redemption of 
capital stock of family farm corporation; ATR-32: Rollover of fixed 
assets from Opco into Holdco; ATR-35: Partitioning of assets to get 
specific ownership — “‘butterfly”; ATR-36: Estate freeze; ATR-42: 
Transfer of shares; ATR-55: Amalgamation followed by sale of 
shares; ATR-57: Transfer of property for estate planning purposes; 
ATR-58: Divisive reorganization; ATR-70: Distribution of taxable 
Canadian property by a trust to a non-resident. 


Forms: T2057: Election on disposition of property by a taxpayer to 
a taxable Canadian corporation. 
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(1.1) Definition of “eligible property” — For the 
purposes of subsection (1), “eligible property” 
means 


(a) a capital property (other than real property, or 
an interest in or an option in respect of real prop- 
erty, owned by a non-resident person); 

(b) a capital property that is real property, or an 
interest in or an option in respect of real property, 
owned by a non-resident insurer where that prop- 
erty and the property received as consideration 
for that property are designated insurance prop- 
erty for the year; 


(c) a Canadian resource property; 
(d) a foreign resource property; 
(e) an eligible capital property; 


(f) an inventory (other than real property, an in- 
terest in real property or an option in respect of 
real property); 


(g) a property that is a security or debt obligation 


used by the taxpayer in the year in, or held: by it 


in the year in the course of, carrying on the busi- 
ness of insurance or lending money, other than 


(i) a capital property, 
(ii) inventory, or 


(iii) where the taxpayer is a financial institu- 
tion in the year, a mark-to-market property for 
the year; 


(g.1) where the taxpayer is a financial institution 
in the year, a specified debt obligation (other than 
a mark-to-market property of the taxpayer for the 
year); 


(h) a capital property that is real property, an in- 
terest in real property or an option in respect of 
real property, owned by a non-resident person 
(other than a non-resident insurer) and used in the 
year in a business carried on in Canada by. that 
person; or 


(i) a NISA Fund No. 2. 


Related Provisions: B5( 1:2) ot Limitation on 85(1.1)(h) — ap- 
plication; 248(4) — Interest in real property includes a leasehold in- 
terest but not a security interest. 


History: Para. 85(1.1)(b) amended by 1997, c. 25, s. 17, applicable 
to dispositions that occur in an insurer’s 1997 or subsequent. taxa- 
tion year. Para. (b) formerly read: 


(b) a capital property that is real property or an, interest in. or 
an, option in respect of real property, owned by a non-resident 
insurer where that property and the property received as con- 
sideration for that property are property used by it in the year 
in, or held by it in the year in the course of (within the mean- 
ing assigned by subsection 138(12)), carrying on an insurance 
business in Canada; 


Para. 85(1.1)(g) amended, and para. (g.1) added, by 1995, c. 21, 
subsecs. 53(2), (3); para. (g) applicable to dispositions occurring in 
taxation years that begin after October 1994, and para. (g.1) applica- 
ble to dispositions occurring after February 22, 1994. Para. (g) for- 
merly read: 


(g) a property (other than a capital property or an inventory) 
that is a security or debt obligation used by the taxpayer in 
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the year in, or held by it in the year in the course of, carrying 
on the business of insurance or lending money; 


Para. 85(1.1)(f) amended by 1994, c. 7, Sch. VII (1993, c. 24), sub- 
sec. 35(3), applicable to dispositions occurring after December 20, 
1991. Para. (f) formerly read: 


(f) an inventory (other than real property); 


Para. 85(1.1)(1) added by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 
35(4), applicable to dispositions occurring after 1990. 


Para. 85(1.1)(h) added by 1994, c. 7, Sch. rat (1991, c. 49), subsec. 
64(3), applicable to 


(a) dispositions occurring after 1989, and 


(b) dispositions occurring after 1984 where the taxpayer is a 
resident of a country with which Canada has a‘tax treaty and a 
provision of that treaty that was prescribed for the purposes of 
section 115.1 of the Act was effective at the time the disposi-+ 
tion occurred. 


Pre-RSC History: Subsec. 85(1.1) added by 1988, c, 55, subsec. 
58(6), applicable to dispositions of property occurring after 1986. 


Interpretation Bulletins: IT-291R2: Transfer of propert to a 
corporation under subsection 85(1). 


Pre-RSC History [former subsec. 85(1.1)]: Former subsec. 
85(1.1) repealed by 1984, c. 45, subsec. 26(1), applicable with re- 
spect to dispositions of property made after February 15, 1984. Sub- 
sec. 85(1.1) formerly read: 


(1.1) Exception to subsection (1) — Subsection (1) does 
not apply with respect to any disposition by a taxpayer of any 
of his property referred to in subsection 59(2) if the corpora- - 
tion to which the property was disposed of has carried on any 
business before the disposition. . 


Subsec. 85(1.1) added by 1973-74, c. 14, subsec. 25(2), applicable 
with respect to PispOsiions made after 1971. 


(1.2) Application of subsec. (1) — Subsection 
(1) does not apply to a disposition by a taxpayer to a 
corporation of a property referred to in paragraph 
(1.1)(h) unless 


(a) immediately after the aighbetdba the corpora- 
tion is controlled by the taxpayer, a person or per- 
sons related (otherwise than because of a right re- 
ferred to in paragraph 251(5)(b)) to the taxpayer 
or the taxpayer and a person or persons so related 
to the taxpayer; 


(b) the disposition is part of a transaction or se- 
ries of transactions in which all or substantially 
all of the property used in the business referred to 
in paragraph (1.1)(h) is disposed of by the tax- 
payer to the corporation; and 


(c) the disposition is not part of a series = trans- 
actions that result in control. of the. corporation 
being acquired by a person or group of persons 
after the time that is immediately after the 
disposition. 

Related Provisions: 256(7)-(9) — Whether control acquired. 


History: Subsec. 85(1.2) added by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 64(4), applicable to 


(a) dispositions occurring after 1989, and 


(b) dispositions occurring after 1984 where the taxpayer is a 
resident of a country with which Canada has a tax treaty and a 
provision of that treaty that was prescribed for the purposes of 
section 115.1 of the said Act was effective at the time the dispo- 
sition occurred, 
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(1.3) Meaning of “wholly owned. corpora- 
tion” — For the purposes of this subsection and par- 
agraph (1)(e.2), “wholly owned corporation” of a 
taxpayer means a corporation all the issued and out- 
standing shares of the capital stock of which (except 
directors’ qualifying shares) belong to 


(a) the taxpayer; 


(b) a corporation that is a wholly owned corpora- 
tion of the taxpayer; or 


(c) any combination of persons described in para- 
graph (a) or (b). 


History: Subsec. 85(1.3) added by 1994, c.7, Sch. II (1991, c. 49), 
subsec. 64(4),,applicable to dispositions occurring after June 1988. 


(1.4) Definitions — For the purpose of subsection 
(1.1), “financial institution’, “mark-to-market prop- 
erty” and “specified debt obligation” have the mean- 
ings assigned by subsection 142.2(1). 


History: Subsec. 85(1.4) added by. 1995, c. 21; subsec. 53(4), ap- 
plicable to dispositions occurring after February 22, 1994. 


(2) Transfer of property to corporation from 
partnership — Where 


(a) a partnership has disposed, to a taxable Cana- 
dian corporation for consideration that includes 
shares of the corporation’s capital stock, of any 
partnership property that was 


(1) a capital property (other than real property, 
or an interest in or an option in respect of real 
property, where the partnership was not a Ca- 
nadian partnership at the time of. the 
disposition), 


(ii) a property described in any of paragraphs 
0) UG) wen pk Lei A peers | 


(111) a property that would be described in par- 
agraph (1.1)(g). or (g.1) if the references in 
those paragraphs to “taxpayer” were read as 
“partnership”, and 


(b) the corporation and all the members of the 
partnership have jointly so elected, in prescribed 
form and within the time referred to in subsection 


(6), 


paragraphs (1)(a) to (4) are applicable, with such 
modifications as the circumstances require, in re- 
spect of the disposition as if the partnership were a 
taxpayer resident in Canada who had disposed of the 
property to the corporation. 


Related Provisions: 13(21.2)(d) — No election allowed on cer- 
tain transfers of depreciable property where u.c.c. exceeds fair mar- 
ket value; 40(3.3), (3.4) — Limitation on loss where share acquired 
by affiliated person; 51(4) — Application of 85(2).to exchange of 
convertible property; 54.2 — Certain shares deemed to be capital 
property; 69(11) — Where corporation later sells transferred prop- 
erty and shelters gain; 85(3) — Where partnership wound up; 
85(5) — Rules on transfers of depreciable property, 85(6) — Time 
for election; 86(3) — Section 86 does not apply where 85(2) ap- 
plies; 248(4) — Interest in real property; Canada-U.S. tax treaty, 
Art. XIII:8 — Deferral of tax for U.S. resident transferor. 


S. 85(2) 


History: The portion of subsec. 85(2) before para. (b) amended by 
1998, c. 19; subsec. 116(1), applicable to dispositions that occur af- 
ter June 20, 1996. That portion formerly read: 


(2) Where, after May 6, 1974, 


(a) a partnership has disposed of any partnership property 
that was a capital property (other than real property, or an 
interest in or an option in respect of real property, owned 
by a partnership that was not a Canadian partnership at 
the time of the disposition), a Canadian resource prop- 
erty, a foreign resource property, an eligible capital prop- 
erty, an inventory (other than real property) or a property 
(other than a capital property or an inventory) that is a 
security or debt obligation used by it in the year in, or 
held by it inthe year in the course.of, carrying on the 
business of insurance or lending money to a taxable Ca- 
nadian corporation for consideration that includes shares 
of the capital stock of the corporation, and 


Pre-RSC History: Para. 85(2)(a) substituted by 1988, c. 55, sub- 
sec. 58(7), applicable to dispositions of property occurring after 
1986. Para. 85(2)(a) formerly read: 


(a) a partnership has disposed of any partnership property that 
was a capital property (other than real property, an interest 
therein or an option in respect thereof, owned by a partner- 
ship that was not a Canadian partnership at the time of the 
disposition), a Canadian resource property, a foreign resource 
property, an eligible capital property or an inventory (other 
than real property) to a taxable Canadian corporation for con- 
sideration that includes shares of the capital stock of the cor- 
poration, and ‘ 


Para. 85(2)(a) amended by 1985, c. 45, subsec. 41(2), applicable to 
taxation years commencing after 1984, to substitute “a Canadian re- 
source property, a foreign resource property,” for “‘a property re- 
ferred to in subsection 59(2)”. 


That portion of subsec. 85(2) following para. (b) substituted by 
1984, c. 45, subsec. 26(2), applicable with respect to dispositions of 
property made after February 15, 1984..That portion of subsec. 
85(2) formerly read_as follows: 


paragraphs (1)(a) to (1) and subsection (1.1) are applicable in 
respect of the disposition. mutatis mutandis as if the partner- 
ship were a taxpayer resident in Canada who had disposed of 
the property to the corporation. 


Para. 85(2)(a) substituted by 1980-81-82-83, c. 48, subsec. 45(2), 
applicable with respect to dispositions of property occurring after 
December 11, 1979 except that in its application to dispositions oc- 
curring before August 29, 1980, paragraph 85(2)(a) shall be read 
without reference therein to the expression “an interest therein”. 
Para. 85(2)(a) formerly read: 


(a) a partnership has disposed of any partnership property that 
was a capital property (other than real property or an interest 
therein owned by a partnership that was not a Canadian part- 
nership at the time of the disposition), an eligible capital 

‘ property, an inventory other than real property or a property 
referred to in subsection 59(2) of the partnership to a Cana- 
dian corporation for consideration, including shares of the 
capital stock of the corporation, and 


Subsecs. 85(2) substituted, 85(2.1) repealed by. 1974-75-76, c. 26, 
subsec. 48(4), applicable to dispositions of property after May 6, 
1974. Subsecs. 85(2), (2.1) formerly read: 


(2) Where, after 1971, 


(a) any partnership property that was a capital property or 
eligible capital property of a partnership or a property re- 
ferred to in subsection 59(2) of a partnership has been 
disposed of to a Canadian corporation, 


(b) immediately after the disposition, not less than 80% 
of the issued shares of each class of the capital stock of 
the corporation was partnership property, and 
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(c) the corporation and all the members of the partnership 
have so elected in respect of the disposition, in prescribed 
form and within prescribed time; 
paragraphs (1)(a) to (i) are applicable in respect of the dispo- 
sition mutatis mutandis as if the partnership were a taxpayer 
resident in Canada who had A yebesee of the property to the 
corporation. 


(2.1) Subsection (2) 966 not apply with respect to any. dispo- 

_ sition by a partnership of any partnership property referred to 
in subsection 59(2) if the corporation to which the property 
was disposed of has carried on any business. before the 
disposition. 

Para. 85(2)(a) substituted by 1973-74, c. 14, subsec. 25(3), applica- 
ble with respect to dispositions made after 1971. 


Former subsec. 85(2.1) added by 1973-74, c. 14, subsec. 25(4), ap- 
plicable with respect to dispositions made after 1971. 


I.T. Application Rules: 20(1.2) (transfer of depreciable property 
by person who owned it before 1972). 


Interpretation Bulletins: IT-217R: Depreciable property owned 
on December 31, 1971; IT-378R: Winding-up of a partnership; IT- 
457R: Election by professionals to exclude work in progress from 
income. 


Information Circulars: 76-19R3: Transfer of property to a corpo- 
ration under section 85; 81-11R3: Corporate instalments. 


Forms: T2058: Election on disposition of property by a partnership 
to a taxable Canadian corporation. 


(2.1) Computing paid-up capital — Where sub- 
section (1) or (2) applies to a disposition of property 
(other than a disposition of property to which section 
84.1 or 212.1 applies) to a corporation by a person or 
partnership (in this subsection referred to. as the 
“taxpayer’), 
(a) in computing the paid-up capital-i in respect of 
any particular class of shares of the capital stock 
of the corporation at the time of, and at any time 
after, the issue of shares of the capital stock of 
the corporation in consideration for the disposi- 
tion of the property, there shall be deducted an 
amount determined by the formula 


(A yaoi 
wig A 


where 


A. is the increase, if any, determined without ref- 
erence to this section as it applies to the dispo- 
sition of the property, in the paid-up capital in 
respect of all the shares of the capital stock of 
the corporation as a result of the acquisition 
by the corporation of the property, 


B is the amount, if any, by which the corpora- 
tion’s cost of the property, immediately after 
the acquisition, determined under subsection 
(1) or (2), as the case may be, exceeds the fair 
market value, immediately after the acquisi- 
tion, of any consideration (other than shares of 
the capital stock of the corporation) received 
by the taxpayer from the corporation for the 
property, and 


Cis the increase, if any, determined without ref- 
erence to this section as it applies to the dispo- 
sition of the property, in the paid-up capital in 
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respect of the particular class of shares as. a 
result of the acquisition by the corporation of 
the property; and: 


(b) in computing the paid- “up capital, at any time 
after November 21, 1985, in respect of any class 
of shares of the capital stock of a corporation, 
there shall be added an amount-equal to the lesser 
ODgs | } 
~ (i) the amount, if any, by which. 


(A) the. total of all amounts, each of which 
is an amount deemed by subsection 84(3), 
(4) or (4.1) to be a dividend on shares of 
that class paid after November 21, 1985 
and before that time by the See 


exceeds 


(B) the total of satitk disadnas that would 
be determined under clause (A) if the Act 
were read without reference to paragraph 
(a), and 


(ii) the total of all amounts required by para- 
graph (a) to be deducted in computing. the 
paid-up capital in respect of that class of 
shares after November ae 1283 and before 
that time. 


Related Provisions: 257 — Formula cannot calculate to less than 
Zero. 


History: All that portion of subsec. 85(2:1) preceding the formula 
in para. (a). substituted by 1994, c. 21, subsec. 36(2), applicable to 
dispositions occurring after November 21, 1985 and, notwithstand- 
ing subsections 152(4) to (5), such assessments and determinations 
in respect of any taxation year may be made as are consequential on 
the application of the provision, as amended, to dispositions occur- 
ring before 1993. That portion of the subsec. formerly read: 


(2.1) Computation of paid-up capital — Where subsection 
(1) or (2) has been applicable in respect of a disposition to a 
corporation, after November 21, 1985, of property (other than 
a disposition of property in respect of which section 84.1 or 
212.1 applies) by a person or partnership (in this subsection 
referred to as the “taxpayer”), the following rules apply: 
(a) in computing the paid-up capital, at any time after the 
disposition of the property, in respect of ‘any particular 
class of shares of the capital stock of: the corporation, 
there. shall be deducted an.amount. determined . by .the 
_ formula ‘a ; ' 
Pre-RSC History: Subsec. 85(2.1) added by 1986, c. 6, s.. 45, 
applicable for the purpose of computing paid-up capital of shares 
after November 21; 1985. (For history of former subsec.: wipes 1) see 
history under.subsec. 85(2).) . 


Interpretation Bulletins: IT-291R2: Transfer DE property to a: 
corporation under subsection 85(1), 


Advance Tax Ruling: ATR-28: Redemption of apitat stock of 
family farm corporation; ATR-32: Rollover of fixed assets from 
Opco into Holdco; ATR-35; Partitioning of assets to get specific 
ownership — “butterfly”; ATR-36: Estate freeze;. 


(3) Where partnership wound up — Where, 


(a) in respect of any disposition of. partnership 
property of a partnership to a corporation, stibsec= 
tion (2) applies, 


(b) the affairs of the partnership were Babies up 
within 60 days after the disposition, and 
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(c) immediately before the winding-up there was 
no partnership property other than money or 
property received from the corporation as consid- 
eration for the disposition, 


the following rules apply: 


(d) the cost to any member of the partnership of 
any property (other than shares of the capital 
stock of the corporation ora right to receive any 
such shares) received by the member as consider- 
ation for the disposition of the member’s. partner- 
ship interest on the winding-up shall be deemed 
to be the fair market value of the property at the 
time of the winding-up, 


(e) the cost to any member of the partnership of 
any preferred shares of any class of the capital 
stock of the corporation receivable by the mem- 
ber as consideration for the disposition of the 
member’s partnership interest on the winding-up 
shall be deemed to. be 


(1) where any common shares of the capital 
stock of the corporation were also receivable 
by the member as consideration for the dispo- 
sition of the interest, the lesser of 


(A) the fair market value, immediately af- 
ter the winding-up, of the preferred shares 
of that class so receivable by the member, 
and 


(B) that proportion of the amount, if any, 
by which the adjusted cost base to the 
member of the member’s partnership inter- 
est immediately before the winding-up ex- 
ceeds the total of the fair market value, at 
the time of the winding-up, of the consid- 
eration (other than shares of the capital 
stock of the corporation or a right to re- 
ceive any such shares) received by the 
member for the disposition of the interest, 
that 


(I) the fair market value, immediately 
after the winding-up, of the preferred 
shares of that class so receivable by the 
member, 
is of ) | 

(II) the fair market value, immediately 
after the winding-up, of all preferred 
shares of the capital stock of the corpo- 


ration receivable by the member as 
consideration for the disposition, and 


(ii) in any other case, the amount determined 
under clause (i)(B), 


(f) the cost to any member of the partnership of 
any common shares of any class of the capital 
stock of the corporation receivable by the mem- 
ber as consideration for the disposition of the 
member’s partnership interest on the winding-up 
shall be deemed to be that proportion of the 
amount, if any, by which the adjusted cost base to 
the member of the member’s partnership interest 


S. 85(4) 


immediately before the winding-up exceeds the 
total of the fair market value, at the time of the 
winding-up, of the consideration (other than 
shares of the capital stock of the corporation or a 
right to receive any such shares) received by the 
member for the disposition of the interest and the 
cost to the member of all preferred shares of the 
capital stock of the corporation receivable by the 
member as consideration for the disposition of 
the interest, that 


(1) the fair market value, immediately after the 
winding-up, of the common shares of that 
class so receivable by the member, 


is of 
(ii) the fair market value, immediately after 
the winding-up, of all common shares of the 
capital stock of the corporation so receivable 


by the member as consideration for the 
disposition, 


(g) the proceeds of disposition of the partnership 
interest of any member of the partnership shall be 
deemed to be the cost to the member of all shares 
and property receivable or received by the mem- 
ber as consideration for the disposition of the in- 
terest plus the amount of any money received by 
the member as consideration for the disposition, 
and 


(h) where the partnership has distributed partner- 
ship property referred to in paragraph (c) to a 
member of the partnership, the partnership shall 
be deemed to have disposed of that property for 
proceeds equal to the cost. amount to the partner- 
ship of the property immediately before its 
distribution. 

Pre-RSC History: Para. 85(3)(h) added by 1973-74, c. 14, subsec. 


25(5), applicable with respect to distributions of partnership prop- 
erty received as consideration for dispositions made after 1971. 


Related Provisions: 69(11)(a)(i) — Exception to rule deeming 
proceeds at FMV where capital gains exemption claimed after in- 
corporation of partnership; 98(2)— Deemed proceeds; 98(4) — 
Winding-up of partnership. 


I.T. Application Rules: 20(1.2) (transfer of depreciable property 
by person who owned it before 1972). 


Interpretation Bulletins: [T-217R: Depreciable property owned 
on December 31, 1971; IT-242R: Retired partners; IT-338R2: Part- 
nership interests — effects on adjusted cost base resulting from the 
admission or retirement of a partner; IT-378R: Winding-up of a 
partnership; IT-457R: Election by PRESS to exclude work in 
progress from income. 


(4) [Repealed] 


Related Provisions: 40(2)(e), (g) — Other limitations on capital 


loss; 40(2)(e.1) — Loss on disposition of debt owing by related per- 


son deemed nil; 53(1)(f.1), (f.2) — Additions to adjusted cost base; 
54“superficial loss”(e) — Superficial loss rule does not apply; 
69(5)(d) — No application where property appropriated by share- 
holder on winding-up; 80.01(8)—— Deemed settlement after debt 
parking; 93(2) — Loss limitation on disposition of share; 97(3), 
(3.1) — Property acquired from majority interest partner; 112(3), 
(3.1) —Loss on share that is capital property; 252(4) — Extended 
meaning of “spouse”; 256(5.1) — Controlled directly or indi- 
rectly — control in fact. 
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History: Subsec. 85(4) repealed by 1998, c. 19, subsec. 116(3), ap- 
plicable, subject to s. 247 of 1998, c. 19 (grandfathering rule repro- 
duced after s. 260), to dispositions of property that occur after April 
26, 1995. The subsec. formerly read: 


(4) Loss from disposition to controlled corporation — 
Where a taxpayer or a partnership (in this subsection referred 
to as the “taxpayer”) disposes of any capital property (other 
than depreciable property of a prescribed class) of the tax- 
payer or eligible capital property in respect of a business of 
the taxpayer in respect of which the taxpayer would, but for 
this subsection, be permitted a deduction under paragraph 
24(1)(a), to a corporation that immediately after the disposi- 
tion is controlled, directly or indirectly in any manner 
whatever, by the taxpayer, by the spouse of the taxpayer or by 
a person or group of persons by whom the taxpayer is con- 
trolled, directly or indirectly in any manner whatever, 


(a) notwithstanding any other provision of this Act, 
(i) the capital loss therefrom, and 


(ii) any deduction under paragraph 24(1)(a) in re- 
spect of the business in computing the taxpayer’s in- 
come for the taxation year in which the taxpayer 
ceased to carry on the business 


shall be deemed to be nil; and 


(b) except where the property. so disposed of was, imme- 
diately after the disposition, an obligation that was paya- 
ble to the corporation by another corporation that is re- 
lated to the corporation or by a corporation or a 
partnership that would be’ related to the corporation if 
paragraph 80(2)(j) applied for the purpose of this para- 
graph, in computing the adjusted cost base to the tax- 
payer of all shares of any particular class of the capital 
stock of the corporation owned by the taxpayer immedi- 
ately after the disposition, there shall be added that pro- 
portion of the amount, if any, by which 


(i) the cost amount to the taxpayer immediately 
before the disposition of the property so disposed of, 


exceeds the total of 


(ii) the taxpayer’s proceeds of disposition of the 
property or, where the property is an eligible capital 
property, 4/3 of the taxpayer’s eligible capital 
amount resulting from the disposition of the prop- 
erty, and 


(ii.1) where the property, disposed of by the taxpayer 
is a share of the capital stock of a corporation, the 
total of all amounts each of which is an amount that, 
but for paragraphs (a) and 40(2)(e), would be de- 
ducted ; 


(A) under subsection 93(2) or 112(3) or (3.2) in 
computing a loss of the taxpayer from the dispo- 
sition, or 


(B) where the taxpayer is a partnership, by a cor- 
poration that is a member of the partnership 
under subsection 112(3.1) in computing its share 
of the loss of the partnership from’ the 
disposition, 


that 


(iii) the. fair market value, immediately after the dis- 
position, of all shares of that class so owned by the 
taxpayer, 


is of 


(iv) the fair market value, immediately after the dis- 
position, of all shares of the capital stock of the cor- 
poration so owned by the taxpayer. 


Subpara.. 85(4)(b)(ii) amended by 1998, c. 19, subsec. 116(2), 
applicable 


(a) in the case of a corporation, to dispositions by it of property 
that occur after the beginning of its first taxation year that be- 
gins after June 1988; and 


(b) in any other case, to dispositions of property in respect of a 
business that occur after the beginning of the first fiscal period, 
that begins after 1987, of the business. 


The subpara. formerly read: 


(i1) the taxpayer’s proceeds of disposition of the property or, 
where the property is an eligible capital property, the tax- 
‘payer’s eligible capital amount resulting from the disposition 
of the property, and 


The opening words of para. 85(4)(b) amended by 1995, c. 21, s. 28, 
applicable to property disposed of after July 12, 1994, other than 
property disposed of pursuant to an agreement in writing entered 
into before July 13, 1994. The opening words formerly read: 


(b) in computing the adjusted cost base to the taxpayer of all 
shares of any particular class of the capital stock of the corpo- 
ration owned by the taxpayer immediately after the disposi- 
tion, there shall be added that proportion of the amount, if 
any, by which 


The opening words of para. 85(4)(b) substituted by 1994, c. 21, sub- 
sec. 36(3), applicable 


(a) in the case of a corporation, to dispositions by it of property 
occurring after the beginning of its first taxation year that be- 
gins. after June 1988; and : 


(b) in any other case, to dispositions of property in respect of a 
business occurring after the beginning of the first fiscal period, 
that begins after 1987, of the business. 


The opening words of that para. formerly read: 


(b) in computing the adjusted cost base to the taxpayer of all 
shares of any particular class of the capital stock of the corpo- 
ration owned by the taxpayer immediately after the disposi- 

- tion, there shall be added, in the case of capital property, the 
amount that is equal to, and in the case of eligible capital 
property, ‘3; of the amount that is equal to, that proportion of 
the amount, if any, by which 


That portion of subsec. 85(4) preceding para. (b): substituted by 
1994, c..7, Sch. II (1991, c. 49), subsec. 64(5), applicable to disposi- 
tions occurring after July 13, 1990. That portion formerly read: 


(4) Where loss from disposition of property to controlled 
corporation — Where a taxpayer or a partnership (in this 
subsection referred to as the taxpayer) has, after May 6, 1974, 
disposed of any capital property or eligible capital property of 
the taxpayer to a corporation that, immediately after the dis- 
position, was controlled, directly or indirectly in any manner 
whatever, by the taxpayer, by the spouse of the taxpayer or by 
a person or group of persons by whom the taxpayer was con- 
trolled, directly. or indirectly in any manner whatever, and, 
but for this subsection, subsection 24(2) and paragraphs 
40(2)(e) and (g), the taxpayer would have had a capital loss 
therefrom or a deduction pursuant to paragraph 24(1)(a) in 
computing the taxpayer’s income for the taxation year in 
which the taxpayer ceased to carry on a business, as the case 
may be, the following rules apply: 


(a) notwithstanding section 24 and paragraphs 40(2)(e) 
and (g), the taxpayer’s capital loss therefrom, or the tax- 
payer’s deduction pursuant to paragraph 24(1)(a) in com- 
puting the taxpayer’s income for the taxation year in 

' which the taxpayer ceased to carry on the business, as the 
case may be, otherwise determined shall be deemed to be 
nil; and 


That portion of para. 85(4)(b) between subparas, (i) and (iii) substi- 
tuted by 1994, c. 7,-Sch. II (1991,.c. 49), subsec. 64(6), applicable 
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with respect to dispositions occurring after July 13, 1990. That por- 
tion formerly read: 


exceeds 


(ii) the taxpayer’s proceeds of disposition of the property 
or, where the property was an eligible capital property, 
the taxpayer’s eligible capital amount, as a result of the 
disposition of that property 


that 


Pre-RSC History: That portion of para. 85(4)(b) otelig sub- 
para. (i) amended by 1988, c. 55, subsec. 58(8), to substitute “4/3 of 
for “twice”, applicable 


(a) in the case of a corporation, with respect to sipeptisiti Gas by it 
of property occurring after the commencement of its first taxa- 
tion year commencing after June, 1988; and 


(b) in any other case, with respect to dispositions of property. in 
respect of a business occurring after the commencement of the 
first fiscal period commencing after 1987 of the business. 


Subsec. 85(4) substituted by 1974-75-76, c. 26, subsec. 48(5), appli- 
cable to dispositions of property after May.6, 1974. Subsec. 85(4) 
formerly read: 


(4) Where capital loss from disposition of property to 
controlled corporation — Where a taxpayer has, after 1971, 
disposed of any capital property of the taxpayer to a corpora- 
tion that, immediately after the disposition, was controlled, 
directly or indirectly in any manner whatever, by the taxpayer 
or by a person or group of persons by whom the taxpayer was 
controlled directly or indirectly in any manner whatever, and, 
but for this subsection, the taxpayer would have had a capital 
loss therefrom, the following rules apply: 


(a) his capital loss therefrom otherwise determined. shall 
be deemed to be nil; 


(b) where, immediately after the disposition, the taxpayer 

owned any common shares of any class of the. capital 
stock of the corporation, in computing the adjusted cost 
-base to him of all common shares of that class owned by 

him immediately after the disposition there shall be ad- 

ded that proportion of the amount, if any, by which the 

adjusted cost base to him, immediately before the dispo- 

sition, of the property so disposed of exceeds his pro- 
_ceeds of the disposition, that 


(1) the fair market value, immediately after the dispo- 
sition, of all common shares. of that class so owned 
by him, 
is of © 
(ii) the fair market value, immediately after the dis- 
position, of all common shares of the capital stock of 
the corporation owned by him immediately after the 
disposition; and 
(c) where, immediately after the disposition, the taxpayer 
owned no common. shares of any. class of the capital 
stock of the corporation, in computing the adjusted cost 
base to him of all preferred shares of any class of the cap- 
ital: stock of the corporation owned by him at that time, 
there shall be added that proportion of the amount, if any, 
by which the adjusted cost base to him, immediately 
before the disposition, of the property so disposed of ex- 
ceeds his proceeds of the disposition, that 


(1) the fair market value, immediately after the dispo- 
sition, of all preferred shares of that class so owned 
by him, 

is of 
(ii) the fair market value, immediately after the dis- 
position, of all preferred shares of the capital stock of 


the corporation owned Sep him immediately after the 
disposition. 


S. 85(5.1) 


1.T. Application Rules: Pago (where property. owned 
since June 18, 1971). 


Interpretation Bulletins: IT- 291R2: Transfer, of property to a 
corporation under subsection 85(1). 


Advance Tax Ruling: ATR-57: Transfer of property for estate 
planning purposes; ATR-66: Non-arm’s length transfer of debt fol- 
lowed by a winding-up and a sale of shares. 


(5) Rules on transfers of deprediable prop- 
erty — Where subsection (1) or (2) has applied to a 
disposition at any time of depreciable property to a 
person (in this subsection referred to as the “trans- 
feree”) and the capital cost to the transferor of the 
property exceeds the transferor’s proceeds of dispo- 
sition of the property, for the purposes of sections 13 
and 20 and any regulations made for the Purpose of 
paragraph 20(1)(a), Tene 


(a) the capital cost to the transferee of the prop- 
erty is deemed to be the amount that was its capi- 
tal cost to the transferor; and 


(b) the excess is deemed to have been deducted 
by the transferee under paragraph 20(1)(a):1 in re- 
spect of the property in computing income for 
taxation years that ended before that time: 


Related Provisions: 13(7)(e) — Similar rule on non-arm’s length 
transfer of depreciable property; 132.2(1 Md) — Parallel rule‘on mu- 
tual fund reorganization. i 


History: Subsec. 85(5) amended by 1998, c. 19, subsec. 116(4), 
applicable, subject to s. 247 of 1998, c. 19 (grandfathering rule re- 
produced after s. 260), to dispositions of property that occur after 
April 26, 1995. The subsec. formerly read: 


(5) Where subsection (1), (2) or'(5.1) has applied in respect of 
a disposition of depreciable property to a person or partner- 
ship (in this subsection referred to as the “transferee”) and the 
capital cost to the transferor of the property exceeds. the trans- 
feror’s proceeds of disposition of the property, for the pur- 
poses of sections 13 and 20 and any regulations made under 
paragraph 20(1)(a), 


(a) the capital cost of the property to the transferee shall 
be deemed to be the amount that was the capital cost of 
the property to the transferor; and 


(b) the excess shall be deemed to have been allowed to 
the transferee in respect.of the property under regulations 
made under paragraph 20(1)(a) in computing income for 
taxation years before the acquisition by the transferee of 
the property. 


Pre-RSC History: All that portion of. subsec. 85(5) preceding 
para. (a) substituted by 1980-81-82-83, c. 140, subsec, 50(1), appli- 
cable with respect to dispositions occurring after November 12, 
1981 other than dispositions occurring after that date pursuant to an 
agreement in writing entered into on or before that date. That por- 
tion of subsec. 85(5) formerly read: 


(5) Rules where depreciable property transferred to 
controlled corporation — Where subsection (1) or (2) has 
been applicable in respect of any disposition of any deprecia- 
ble property to a corporation (in this subsection referred to as 
“the transferee”) and the capital cost to the transferor of the 
property exceeds the transferor’s proceeds of the disposition, 
for the purposes of sections 13 and 20 and any regulations 
made under paragraph 20(1 )(a) 


Interpretation Bulletins: IT-291R2: Transfer of property to a 
corporation under subsection 85(1). 


(5.1) [Repealed] 
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Related Provisions: 13(7)(¢) — Limitation on capital cost on 
non-arm’s length transfer; 69(5)(d) — No application where prop- 
erty appropriated by shareholder on winding-up; 88(1)(d.1) — 
Winding-up; 252(4) — Extended meaning of “spouse”; 256(5.1) — 
Controlled directly or indirectly — control in fact. 


History: Subsec. 85(5.1) repealed by 1998, c. 19, subsec. 116(5), 
applicable, subject to s. 247 of 1998, c. 19 (grandfathering rule re- 
produced after s. 260), to dispositions of property that occur after 
April 26, 1995..The subsec. formerly. read: 


(5.1) Idem — Where a-person or a partnership (in this sub- 
section referred to as the “taxpayer’) has disposed of any de- 
preciable property of a prescribed class of the taxpayer to a 
transferee that was 


(a) a corporation that, immediately after the disposition, 
was controlled, directly or indirectly in any manner 

whatever, by the taxpayer, by the spouse of the taxpayer 

or by a person, group of persons or partnership by whom 

or which the taxpayer was controlled, directly or indi- 

rectly in any manner whatever, | 


(b) a person, spouse of a person, member of a group of 
persons or partnership who or that immediately after the 
disposition controlled the taxpayer, directly or indirectly 
in any manner whatever, or 


(c) a partnership and, immediately after the disposition, 
the taxpayer’s interest in the partnership as a member 
thereof is as described in paragraph 97(3.1)(a) or (b), 


and the fair market value of the property at the time of the 
disposition is less than both the cost to the taxpayer of the 
property and the amount (in this subsection referred to as the 
“proportionate amount”) that is the proportion of the un- 
depreciated capital cost to the taxpayer of all property of that 
class immediately before the disposition that the fair market 
value of the property at the time of the disposition is of the 
fair market value of all property of that class at the time of 
disposition, the following rules apply: 


(d) subsections (1) and (2) and section 97 are not applica- 
ble with respect to the disposition, 


(e) the lesser. of the cost to the taxpayer of the. property 
and the proportionate amount in respect of the property 
shall be deemed to be the taxpayer’s proceeds of disposi- 
tion and the transferee’s cost of the property, 


(f), where two or more depreciable properties of a pre- 
scribed class of the taxpayer are disposed of at the same 
time, paragraph (e) applies as if each property so dis- 
posed of had been separately disposed of in the order 
designated by the taxpayer or, if the taxpayer does not so 
designate any such order, in the order designated by the 
Minister, and 


(g) the cost to the taxpayer of any particular property re- 
ceived by the taxpayer as consideration for the disposi- © 
tion shall be deemed to be an amount equal to the lesser 
of 


(i) the fair market value of the particular property at 
the time of the disposition, and 


(ii) that proportion of the fair market value, at the 
time of the disposition, of the property disposed of 
by. the taxpayer that. 


(A) the amount determined under subparagraph 
(i) 

is of 
(B) the fair market value, at the time of the dis- 


position, of all properties received by. the tax- 
payer as consideration for the disposition. 


Pre-RSC History: Subsec. 85(5.1) added by 1980-81-82-83, c. 
140, subsec. 50(2), applicable with respect to dispositions occurring 
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after November 12, 1981 other than dispositions occurring after that 
date pursuant to an agreement in writing entered into on or before 
that date. 


interpretation Bulletins: IT-291R2: Transfer of property to a 
corporation under subsection 85(1); IT-338R2;, Partnership inter- 
ests — effects on adjusted cost base resulting from the admission or 
retirement of a partner. 


(6) Time for election — Any election under sub- 
section (1) or (2) shall be made on or before the day 
that is the earliest of the days on or before which any 
taxpayer making the election is required to file a re- 
turn of income pursuant to section 150 for the taxa- 
tion year in which the transaction to which the elec- 
tion relates occurred. 


Related Provisions: 85(7)— (9) — Late-filed election. 


Pre-RSC History: Subsec. 85(6) added by 1974-75- 16, c. 26, 
subsec. 48(6), applicable to 1972 et seq. 


(7) Late filed election — Where the election re- 
ferred to in subsection (6) was not made on or before 
the day on or before which the election was required 
by that subsection to, be made and that day is after 
May 6, 1974, the election shall be deemed to have 
been. made on that day if, on or before the day that is 
3 years after that day, 


(a) the election is made in prescribed form; and ° 


(b) an estimate of the penalty in respect of that 
election 1s paid by the taxpayer.or the partner- 
ship, as the case may be, when that election is 
made. 


Related Provisions: 85(8), (9) — Penalty for late-filed election. 


Pre-RSC History: All that portion of subsec. 85(7). preceding 
para, (a) substituted by, 1977-78, c. 1, subsec. 40(2).to substitute “3 
years” for “one year” applicable, by 1977-78, c. 32, s..21, to all 
elections required by subsection 85(6) to be made after May 6, 
1974. 


Subsec. 85(7) added by 1974-75-76, c. 26, subsec. 48(6), SSplicable 
to 1972 et seq. 


Information Circulars: 76-19R3: Transfer of property to a corpo- 


. ration under section 85. 


(7.1) Special cases — Where, in the opinion of 
the Minister, the circumstances of a case are such 
that it. would be just and equitable 


(a) to permit an election under subsection (1) or 
(2) to be made after the day that is:3 years after 
the day on or before which the election was re- 
quired by subsection (6) to be made, or 


(b) to permit an election made under Subsection 
(1) or (2) to be amended, 


the election or amended election shall be deemed to 
have been made on the day on or before which the 
election was so required to be made if 


(c) the election or amended election is made in 
prescribed form, and 


(d) an estimate of the penalty in respect of the 
election or amended election is paid by the tax- 
payer or partnership, as the case may be, when 
the election or amended election is made, 
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and where this subsection applies to the amendment 
of an election, that election shall be deemed not to 
have been effective. 


Related Provisions: 85(8), (9) — Penalty for late-filed election. 


Pre-RSC History: Subsec. 85(7.1) added by 1984, c. 45, subsec. 
26(3), applicable after February 15, 1984. 


Information Circulars: 76-19R3: Transfer of property to a corpo- 
ration under section 85; 92-1: Guidelines for accepting late, 
amended or revoked elections. 


(8) Penalty for late filed election — For the pur- 
poses of this section, the penalty in respect of an 
election or an amended election referred to in para- 
graph (7)(a) or (7.1)(c) is an amount equal to the 
lesser of 


(a) 44 of 1% of the amount, if any, by which 


(i) the fair market value of the property in re- 
spect of which that election or amended elec- 
tion was made, at the time the property was 
disposed of, 


exceeds 


(ii) the amount agreed on in the election or 
amended election by the taxpayer or partner- 
ship, as the case may be, andthe corporation, 


for each month or part of a month during the pe- 
riod commencing with the day on or before 
which the election is required by subsection (6) to 
be made and ending on the day the election or 
amended election is made, and 


(b) an amount, not exceeding $8,000, equal to the 
product obtained by multiplying $100 by the 
number of months each of which is a month all or 
part of which is during the penn referred to in 
paragraph (a). 
Related Provisions: 220(3.1) — Waiver of penalty by Revenue 
Canada, 


Pre-RSC History: Subsec. 85(8) substituted by 1984, c. 45, sub- 
sec. 26(3), to add a reference. to, para. (7:1)(c), to add “or amended 
election” following references to an election and to amend para. (b), 
applicable after February 15, 1984. Para. see formerly read: 


(b) $4,000. 


Para. 85(8)(b) substituted by 1977-78, c. 1, subsec. 40(3), to substi- 
tute “$4,000” for “$25,000”, applicable with respect to elections 
made after 1977. 


Subsec. 85(8) substituted by 1976-77, c. 4, s. 33, applicable to 1972 
et seq. 


Subsec, 85(8) added by 1974-75-76, c. 26, subsec. 48(6), applicable 
to 1972 et seq. 


(9) Unpaid palais of veriaity= — The Minister 
shall, with all due dispatch, examine each election 
and amended election referred to in paragraph (7)(a) 
or (7.1)(c), assess the penalty payable and send a no- 
tice of assessment to the taxpayer or partnership, as 
the case may be, and the taxpayer or partnership, as 
the case may be, shall pay forthwith to the Receiver 
General the amount, if any, by which the penalty so 
assessed exceeds the total of all amounts. previously 
paid on account of that penalty. 


S. 85.1(1)(a) 


Pre-RSC History: Subsec. 85(9) substituted by 1984, c. 45, sub- 
sec. 26(3), to add reference to para. (7.1)(c) and to-add “and 
amended election”, applicable after February 15, 1984. 


Subsec. 85(9) added: by 1974-75-76; c. 26, subsec. 48(6), applicable 
to 1972 et seq. 


Definitions [s. 85]: “acquired” — 256(7)-(9); “adjusted cost 
base” — 54, 248(1); “amount” — 248(1); “arm’s length” — 251(1); 
“assessment”, “business” — 248(1); “Canada” — 255; “Canadian 
corporation” — 89(1), 248(1); “Canadian partnership” — 102(1), 
248(1); “Canadian resource property” — 66(15), 248(1); “capital 
loss” — 39(1)(b), 248(1); “capital property” — 54, 248(1); “cash 
method” — 28(1), 248(1); “class* of shares” —248(6); “common 
share” — 248(1); “control” — 256(7)—+9); “controlled directly or 
indirectly” — 256(5.1); “corporation” — 248(1), Interpretation Act 
35(1); “cumulative: eligible: capital” — 14(5), 248(1); “depreciable 
property” — 13(21), 248(1); “designated insurance property” — 
138(12), 248(1); “eligible capital property” — 54, 248(1); “farm- 
ing” — 248(1); “financial institution” — 85(1.4), 142.2(1); “foreign 
affiliate” — 95(1),248(1);: Jorelgn resource property” — 66(15), 
248(1);: “insurer” — 248(1); “interest” — in real prpperly 248(4); 
“inventory” — 248(1); ““mark-to- market property” — 85(1.4), 
142.2(1); “Minister”, “NISA Fund No. 2”, “non-resident” — 
248(1); “paid-up capital” — 89(1), 248(1); “passenger vehicle”, 
“person’; “preferred share”, “prescribed”, “property”, “regula- 
251(2): “resident in Canada” — 250; 


tion” — 248(1); “related” — 
“share”, “ ; “specified debt obligation” — 
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— 851.4), 142.2(1); “spouse” — 252(4)(a); “taxable Canadian corpo- 


ration” — 89(1), 248(1); “taxable Canadian property” — 115(1)(b),’ 
248(1); “taxable dividend” — 89(1), 248(1); “taxation year” — 
249; “taxpayer” — 248(1);-“undepreciated capital cost” — 13(21), 
248(1);. “wholly owned corporation” —:85(1.3). 


Interpretation. Bulletins [s. 85]: IT-188R: Sale of accounts 
receivable. 


Information Circulars [s. 85]: 76-19R3: Transfer of property to 
a corporation under section 85. 


85.1 (1) Share for share exchange — Where 
shares of any particular class of the capital stock of a 
Canadian corporation (in this section referred to as. 
the “purchaser’’) are issued to a taxpayer (in this sec- 
tion referred to as the “‘vendor’) by the purchaser in 
exchange for.a capital property of the vendor that is 
shares of any particular class of the capital stock (in 
this section referred to as the “exchanged shares”) of 
another corporation that is a taxable Canadian corpo- 
ration (in this section referred to as the “acquired 
corporation’’), subject to subsection (2), 


(a).except where the vendor has, in the vendor’s 
return of income for the taxation year in which 
the exchange occurred, included in computing the 
vendor’s income for that year any portion of the 
gain or loss, otherwise determined, from the dis- 
position of the exchanged shares, the vendor shall 
be deemed 


(i) to have disposed of the exchanged shares 
for proceeds of disposition equal to the ad- 
justed cost base to the vendor of those shares 
immediately before the exchange, and 


(ii) to have acquired the shares of the pur- 
chaser at a cost to the vendor equal to the ad- 
justed cost base to the vendor of the ex- 
changed shares immediately before the 
exchange, 
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and where the exchanged shares were taxable Ca- 
nadian property of the vendor, the shares of the 
purchaser so acquired by the vendor shall be 
deemed to be taxable Canadian property of the 
vendor; and 


(b) the cost to the purchaser of each exchanged 
share, at any time up to. and including the time 
the purchaser disposed of the share, shall. be 
deemed to be the lesser of 


(i) its fair market: value immediately before 
the exchange, and 


(ii) its paid-up capital immediately before the 
exchange. 


Related Provisions: 7(1.5)— Shares acquired through employee 
stock option; 85.1(2) — Where rollover not to apply; 112(7) — Ap- 
plication of stop-loss rule where ‘shares exchanged; 219.1 — Corpo- 
rate emigration; 256(7)(c), (d) — Whether control of corporation 
acquired on rollover; Canada-U.S. tax treaty, Art. XIII:8 — Deferral 
of tax for U.S. resident transferor. 


History: That portion of subsec. 85.1(1) preceding para. (a) ; 


amended by 1994, c. 7,-Sch..VUI (1993, c. 24),:s. 36, applicable to 
exchanges of shares occurring after December 20, 1991. That. por- 
tion formerly read: 


85.1 (1) Share for share exchange — Where shares of any 
particular class of the capital stock of a Canadian corporation 
(in this section referred to as the “purchaser”) have, after May 
6, 1974, been issued to a taxpayer (in this section referred to 
as the “vendor’”) by the purchaser in exchange for capital 
property of the vendor that is shares of any particular class of 
the capital stock (in this section referred to as. the “exchanged 
shares”) of another corporation (in this section referred to as 
the “acquired corporation’), subject to subsection (2), the fol- 
' lowing rules apply: 


Pre-RSC History: All that portion of subsec. 85.1(1) preceding, 


para. (a) amended by 1987, c. 46, subsec. 28(1), to substitute “been 
issued to a taxpayer (in this section referred to as the “véndor’’) by 
the purchaser” for “been acquired by a taxpayer (in this section re- 
ferred to as the “vendor’’) from the purchaser”, applicable with re- 
spect to shares exchanged after June. 5, 1987, other than shares ex- 
changed after that date pursuant. to 


(a) an agreement in writing to do so entered into on or before 
that date; or 


(b) the terms of a prospectus, preliminary prospectus, proxy 
statement, preliminary proxy statement or registration statement 
filed before June 6, 1987 with a public authority in a country or 
a political subdivision of that country in accordance with the 
securities legislation of that country or subdivision.and, where 
required by law, accepted for filing by such public authority. 


Para. 85.1(1)(b) substituted by 1987, c. 46, subsec. 28(2), applicable 
with respect to shares exchanged after February 17, 1987, other than 
shares exchanged after that date pursuant to 


(a)-an agreement in writing to do so entered into on or before 
that date; or 


(b) the terms of a prospectus, preliminary prospectus, proxy 
statement, preliminary proxy statement or registration statement 
filed before February 18, 1987 with a public authority in a 
country or a political subdivision of that country in accordance 
with the securities legislation of that country or ‘subdivision 
and, where required by law, accepted for filing by such public 
authority. 
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Para. 85.1(1)(b) formerly read: 


(b) the cost to-the purchaser of each exchanged share, at any 
particular time up to and including the time he disposed of 
such share, shall be deemed to be 


(i) its fair market value immediately before the exchange 
if, at the particular time or at any earlier time after the 
exchange, the purchaser owned shares of the capital stock 
of the acquired corporation 3 


(A) to which are attached not less than 10% of all the 
votes that could then be cast for any and all purposes 
by holders.of-all shares of the capital stock. of the 
acquired corporation, and 


(B) that represent not less than 10% of the fair mar- 
ket value of all issued and outstanding shares of the 
capital stock of the acquired corporation, and 


(ii) in any other case, nil. 
IT. Application Rules: 26(26), (28). 


Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations; IT-291R2: Transfer of property to a corporation under 
subsection 85(1); IT-450R: Share for share exchange. 


Advance Tax Ruling: ATR-26: Share exchange. 


(2) Where subsec. (1) does not apply — Sub- 
section (1) does not.apply where 


(a) the vendor and purchaser were, immediately 
before the exchange, not dealing. with each other 
_at.arm’s length (otherwise than because of a right 
referred to in paragraph 251(5)(b) that is a right 
of the purchaser to acquire the exchanged 
shares); 


. (b) the. vendor or persons with whom the vendor 
did not deal at arm’s length, or the vendor to- 
gether with persons with whom the vendor did 
not deal at arm’s length, 


(i) controlled the purchaser, or 


(ii) beneficially owned shares of the capital 
stock of the purchaser having a fair market 
value of more than 50% of the: fair market 
value of all of the outstanding shares of the 
capital stock of the purchaser, 


immediately after the exchange; 


(c) the vendor and the purchaser have filed an 
election under subsection 85(1) or (2) with re- 
spect to the exchanged shares; or 


(d) consideration other than shares of the particu- 
lar class of the capital stock of the purchaser was 
received by the vendor for the exchanged shares, 
notwithstanding that the vendor may have dis- 
posed of shares of the capital stock of the ac- 
quired corporation. (other than the exchanged 
shares) to the purchaser for consideration. other 
than shares of one class of the capital stock of the 
purchaser. 

History: Para. 85.1(2)(a) substituted by 1994, ¢) ar s. 37,:applica- 


ble to exchanges occurring after December 21, 1992. That para. for- 
merly read: 


(a) the vendor and purchaser were, immediately before the 
exchange, not dealing with each other at arm’s length; 
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Pre-RSC History: Subpara. 85.1(2)(b)(i), substituted by 1988, c. 
55, s. 59, applicable with respect to exchanges occurring after 1988. 
Subpara. 85.1(2)(b)(i) formerly read: 


(i) controlled, directly or indirectly in ee manner whatever, 
the purchaser, or 


Subpara. 85.1(2)(b)(ii) substituted by 1977-78, c. 1, s. 41, applica- | 


ble to exchanges occurring after March 31, 
85.1(2)(b)(ii). formerly read: 


(ii) beneficially owned shares of the capital stock of the pur- 
chaser representing more than 50% of its paid-up capital, 


Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations; IT-291R2: Transfer of property toa corporation under 
subsection 85(1); IT-450R: Share for share exchange: 


Advance Tax Ruling: ATR-26: Share exchange. 


1977. Subpara. 


(2.1) Computation of paid-up capital — Where, 


at any time, a purchaser has issued shares of its capi- | 


tal stock as a result of an exchange to which subsec- 
tion (1)-applied, in computing the paid-up capital in 
respect of any particular class of shares of its capital 
stock at any particular time after that time 


(a) there shall be deducted that proportion of the 
amount, if any, by which 


(i) the increase, if any, as a result of the issue, 
in the paid-up capital in respect of all the 
shares of the capital stock of the purchaser, 
computed without reference to this subsection 
as it applies to the issue, 


exceeds 


(ii) the paid-up capital in respect of all of the 
~exchanged shares received as a result of the 
~ exchange 
that 
(iii) the increase, if any, as a result of the is- 
_ gue, in the paid-up capital in respect of the 
-particular class of shares, computed without 
reference to this subsection as it applies to the 
issue, 


is of 
(iv) the amount, if any, A in subpar- 
agraph (i) in respect of the issue; and 


(b) there shall be added an amount Lae Ns to the 
lesser of 


(1) the amount, if any, by which 


(A) the total of all‘amounts each of which 
is an amount deemed by subsection 84(3), 
(4) or (4.1) to be a dividend on shares of 
that class paid by the purchaser before the 
particular time 


exceeds 


(B) the total that would be determined 
under clause (A) if this Act were read 
without reference to paragraph (a), and 
(ii)'the total of all amounts required by para- 
graph (a) to be deducted in respect of that par- 
ticular class of shares before the particular 
time. 
Related Provisions: 219.1 — Comporate emigration. 


S. 85.1(3)(d) 


Pre-RSC History: Subsec, 85.1(2.1) added by 1987, c. 46, subsec. 
28(3) applicable with respect to shares exchanged after June 5, 
1987, other than shares exchanged after that date pursuant to 


(a) an agreement in writing to do so entered into on or before 
that date; or 


(b) the terms of a prospectus, preliminary prospectus, proxy 
statement, preliminary proxy statement or registration statement 
'. filed before June 6, 1987 with a public authority in a country or 
a political subdivision of that country in accordance with the 
securities legislation of that country or subdivision and, where 
required by law, accepted for filing by. such public authority. 


Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations; IT-291R2: Transfer of property to a corporation under 
subsection 85(1); IT-450R: Share for share exchange, 


(3) Disposition of shares of foreign affili- 
ate — Where a taxpayer has disposed of capital 
property that was shares of the capital stock of a for- 
eign affiliate of the taxpayer to any corporation that 
was, immediately following the disposition, a for- 
eign affiliate of the taxpayer (in this subsection re- 
ferred to as the “acquiring affiliate”) for considera- 
tion including shares of the capital stock of the 
acquiring affiliate, 


. (a) the cost to the taxpayer of any property (other 
than shares of the capital stock of the acquiring 
affiliate) receivable by the taxpayer as considera- 
tion for the disposition shall be deemed to be the 
fair market value of the property. at. the time of 
the disposition; 


(b) the cost to the taxpayer of any shares of any 
class of the capital stock of the acquiring affiliate 
receivable by.the taxpayer as consideration for 
the disposition shall be deemed to be that propor- 
tion of the amount, if any, by which the total of 
the adjusted cost bases to the taxpayer, immedi- 
ately before the disposition, of the shares dis- 
posed of exceeds the fair market: value at that 
time of the consideration receivable for the dispo- 
sition (other than shares of the capital stock of the 
acquiring affiliate) that 


(i) the fair market value, immediately after the 
disposition, of those shares of the acquiring 
affiliate of that class 
is of ' 
(ii) the fair market value, immediately after 
the disposition, of all shares of the capital 
stock of the acquiring affiliate receivable by 
the taxpayer as consideration for the 
disposition; 
(c) the taxpayer’s. proceeds of disposition of the 
shares shall be deemed to be an amount equal to 
the cost to the taxpayer of all shares and other 
property receivable by the taxpayer from the ac- 
quiring affiliate as consideration for the disposi- 
tion; and 


(d) the cost to the acquiring affiliate of the shares 
acquired from the taxpayer shall be deemed to be 
an amount equal to the taxpayer’s proceeds of 
disposition referred to in paragraph (c). 
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Related Provisions: 53(1)(c) — Addition to adjusted cost base of 
share; 85.1(4) — Exception. 


(4) Exception — Subsection (3) is not applicable in 
respect of a disposition at any time by a taxpayer of 
a share of the capital stock of a foreign affiliate, all 
or substantially all of the property of which at that 
time was excluded property (within the meaning as- 
signed by subsection 95(1)), to another foreign affili- 
ate of the taxpayer where the disposition is part of a 
series of transactions or events for the purpose of 
disposing of the share to a person who, immediately 
after the series of transactions or events, was a per- 
son (other than a foreign affiliate of the taxpayer) 
with whom the taxpayer was dealing at arm’s length. 


Related Provisions: 248(10) — Series of transactions. 


Pre-RSC History: Subsec. 85.1(4) added by 1980-81-82-83, c. 
140, s. 51, applicable with respect to dispositions occurring after 
November 12, 1981. 


Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations; IT-291R2: Transfer of property to a corporation under 
subsection 85(1). 


Pre-RSC History [s. 85.1]: S. 85.1 added by 1974-75-76, c. 26, s. 
49, ‘subsecs. 85.1(1), (2) applicable in respect of transactions after 
May 6, 1974, subsec. 85.1(3) applicable to 1972 et seq. 


Definitions [s. 85.1]: “acquired corporation” — 85.1(1); “ad- 


justed cost base” —54, 248(1); “amount” — 248(1); “arm’s 
length” — 251(1); “Canadian corporation” — 89(1),-248(1); “capi- 
tal property” — 54, 248(1); “class of shares” — 248(6); “corpora- 


tion” — 248(1), Interpretation Act 35(1); “dividend” — 248(1); 
pe xcnaneet share” — 85.1(1); “foreign affiliate” — 95(1), 248(1); 
“paid-up capital” — 89(1), sige “person”, “property” — 248(1); 
“purchaser’-— 85.1(1); “series of transactions” — 248(10); 
“share” —248(1); “taxable Canadian corporation” — 89(1), 
248(1); “taxable Canadian property” — 115(1)(b), 248(1); “taxation 
year” — 249; “taxpayer” — 248(1); “vendor” — 85.1(1). 


86. (1) Exchange of shares by a shareholder 
in course of reorganization of capital — 
Where, at a particular time after May 6, 1974, in the 
course of a reorganization of the capital of a corpora- 
tion, a taxpayer has. disposed of capital property that 
was all the shares of any particular class of the capi- 
tal stock of the corporation that were owned by the 
taxpayer at the particular time (in this section re- 
ferred to as the “old shares”), and property is receiv- 
able from the corporation therefor that includes other 
shares of the capital stock of the corporation (in this 
section referred to as the “new shares’’), the follow- 
ing rules apply: 


(a) the cost to the taxpayer of any property (other 
than new shares) receivable by the taxpayer for 
the old shares shall be deemed to be its fair mar- 
ket value at the time of the disposition; 


(b) the cost to the taxpayer of any new shares of 
any Class of the capital stock of the corporation 
receivable by the taxpayer for the old shares shall 
be deemed to be that proportion of the amount, if 
any, by which the total of the adjusted cost bases 
to the taxpayer, immediately before the disposi- 
tion, of the old shares exceeds the fair market 
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value at that time of the consideration receivable 
for the old shares (other than new shares) that 


(1) the fair market value, immediately after the 
disposition, of those new shares of that class, 


is. of | 
(ii) the fair market value, immediately after 
the disposition, of all new shares of the capital 


stock of the corporation receivable by the tax- 
payer for the old shares; and 


(c) the taxpayer shall be deemed to have disposed 
of the old shares for proceeds of disposition equal 
to the cost to the taxpayer of all new shares and 
other property receivable by the taxpayer for the 
old shares. 
Related Provisions: 7(1.5) — Exchange of shares; 51(1), (2)— 
Conversion of-debt to shares; 51(4) — Application of s. 86 to ex- 
change of convertible property; 55(1) — “Permitted redemption” 
for butterfly purposes; 85(1)—(3) — Transfer of property to corpora- 
tion; 86(2.1) — Computation of paid-up capital; 86(3) — Applica- 
tion; 86(4) — Debt forgiveness — reduction in adjusted cost base of 
new shares; 112(7)— Application of stop-loss rule where shares 
exchanged; Canada-U.S. tax treaty, Art. XIII:8 — Deferral of tax 
for U.S. resident transferor. 


1.T. Application Rules: 26(27), (28). 


Interpretation Bulletins: IT-146R4: Shares entitling sharehold- 
ers to choose taxable or capital dividends. - 


Advance Tax Ruling: ATR-22R: Estate freeze using share ex- 
change; ATR-33: Exchange of shares. 


(2) Idem — Notwithstanding paragraphs (1)(b) and 
(c), where a taxpayer has disposed. of old shares in 
circumstances described in subsection (1). and the 
fair market value of the old shares immediately 
before the disposition exceeds the total of 


(a) the cost to the taxpayer of the property (other 
than new shares) receivable by the taxpayer for 
the old shares as determined under paragraph 
(1)(a), and ~ 

(b) the fair market value of the new shares, im- 
mediately after the disposition, 


and it is reasonable to regard any portion of the ex- 
cess (in this subsection referred to as the “gift por- 
tion”) as a benefit that the taxpayer desired to have 
conferred on a person related to the taxpayer, ae fol- 
lowing rules apply: . 


(c) the taxpayer shall be deemed to have disposed 
of the old shares for proceeds of eppostgn equal 
to the lesser of 


(i) the total of the cost to the taxpayer of the 
property as determined under paragraph (1)(a) 
and the gift portion 


and 


(ii) the fair market value of the old shares im- 
mediately before the disposition, 
(d) the taxpayer’s capital loss from the disposi- 
tion of the old shares shall be deemed to be nil, 
and 


(e) the cost to the taxpayer of any new shares of 
any class of the capital stock of the corporation 
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receivable by the taxpayer for the old shares shall 
be deemed to be that proportion of the amount, if 
any, by which the total of the adjusted cost bases 
.to. the taxpayer, immediately before the disposi- 
tion, of the: old shares exceeds the total deter- 
mined under subparagraph (c)(i) that 


(i) the fair market value, immediately after the 
disposition, of the new shares of that class, 


is of 
(ii) the fair market value, immediately after 
the disposition, of all new shares of the capital 


stock of the corporation receivable by the tax- 
payer for the old ‘shares. 


Related Provisions: 86(3) — Application. 


1.T. Application Rules: 26(27), (28) (where shares or property 
owned since before 1972). 


Advance Tax Ruling: ATR-22R: Estate freeze Hsing share ex- 
change; ATR-33; Exchange of shares. 


(2.1) Computation of paid-up capital — Where 
subsection (1) applies.to a disposition of shares of 
the capital stock of a corporation (in this subsection 
referred to as the “exchange’”’), in computing the 
paid-up capital in respect of a particular class of 
shares of the capital stock of the corporation at any 
particular time that is the time of, or any time after, 
the exchange, . 


(a) there shall be deducted the amount deter- 
mined by the formula 


(A Bye 
8 A 


where 


Ais the total of all amounts each of which is the 
increase, if any, as a result of the exchange, in 
‘the paid-up capital in ‘respect of a class of 
shares of the capital stock of the corporation, 
computed without reference to this subsection 
as it applies to the exchange, 


B is the amount, if any, by which the paid-up 
capital in respect of the old shares exceeds the 
fair market value of the consideration (other 
than shares of the capital stock of the corpora- 
tion) given by the corporation for the old 
shares on the exchange, and 


C is the increase, if any, as a result of the ex- 
change, in the paid-up capital in respect of the 
particular class of shares, computed without 
reference to this subsection as it applies to the 
exchange; and 


(b) there shall. be added an amount equal. to the 
lesser of 


(1) the amount, if any, by which 
(A) the total of all amounts deemed by 
subsection 84(3), (4) or (4.1) to be a divi- 


dend on shares of that class paid by. the 
corporation before the particular time 


S. 86(4)(a) 


- exceeds 


(B) the total that would be determined 
under clause (A) if this Act were read 
without reference to paragraph (a), and 


(ii) the total of all amounts required by para- 

graph (a) to be deducted in respect.of that par- 

ticular class of shares before the particular 
_ time. 


Related Provisions: 257 — Formula cannot patonkcte to less than 
Zero. 


History: Subsec. 86(2.1) added by 1994, c. 21, subsec. 38(1), ap- 
plicable to exchanges occurring after August 1992, other than an 
exchange. occurring after August 1992 and before December 21, 
1992 where the corporation issuing shares on the exchange so elects 
in writing and files the election with the Minister of National Reve- 
nue by December 31,1994. 


(3) Application — Subsections (1) and (2) do not 


apply in any case where Subsection 85(1) or (2) 


applies. 
Related Provisions: 51(4) — Application of section 51. 


' History: Subsec. 86(3) substituted by 1994, c. 21, subsec. 38(2), 


applicable to reorganizations that begin after December .21, 1992. 
That subsec. formerly read: 


(3) Where subsecs. (1) and (2) do not apply — Subsec- 
tions (1) and (2) are not applicable in any case where section 
51 or any of subsections 85(1) to (3).is applicable. 


(4) Computation of adjusted cost base — 
Where a taxpayer has disposed of old shares in cir- 
cumstances described in subsection (1), 


(a) there shall be deducted after the disposition in 
computing the adjusted cost base to the taxpayer 
of each new share the amount determined by the 
formula 


B 
YS eo dia 
Ce 


_ where 
A. is the amount, if any, by which 


(i) the total of all amounts deducted under 
paragraph 53(2)(g.1) in computing the ad- 
justed cost base to the taxpayer of the old 
shares immediately before the disposition 


exceeds 


(ii) the amount that would. be the tax- 

payer’s capital gain for the taxation year 

that includes. the time of the disposition 

from the disposition of the old shares if 

- paragraph 40(1)(a) were read without ref- 

erence to subparagraph (iii) of that 
paragraph, 

Bis the fair market value of the new share at the 

. time it was acquired by the taxpayer in con- 

sideration for the disposition of the old shares, 

and 


C_ is the total of all amounts each of which is the 
fair market value of a new share at the time it 
was acquired by the taxpayer in consideration 
for the disposition of the old shares; and 
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(b) the amount determined under paragraph (a) in 
respect of the acquisition shall be added in com- 
puting the adjusted. cost base to the taxpayer of 
the new share after the disposition, 


Related Provisions: 53(1)(q) — Addition to adjusted cost base 
for amount under 86(4)(b); 53(2)(g.1) — Reduction in adjusted cost 
base under 86(4)(a); 80.03(2)(a) — Deemed gain on disposition fol- 
lowing debt forgiveness. 


History: Subsec. 86(4) added by 1995, c. 21, s. 29, applicable to 
taxation years that end after February 21, 1994. 


Pre-RSC History [s. 86]: All that portion of subsec. 86(1) pre- 
ceding subpara. (b)(i) and subsec. 86(2) substituted, subsec. 86(3) 
added, by 1980-81-82-83, c. 48, subsecs. 46(1), (2), applicable with 
respect to reorganizations occurring after December 11, 1979. That 
portion and subsec. 86(2) formerly read as follows: 


86. (1) Where, at a particular time after May 6, 1974, in the 
course of reorganization of the capital of a corporation, a tax- 
payer has disposed of capital property that was all the shares 
of any particular class of the capital stock of the corporation 
that were owned by him at the particular time (in this section 
referred to as the “old shares”), and property is receivable 
from the corporation therefor that includes other shares of the 
capital stock of the corporation (in this section referred to as 
the “new shares”), the following rules apply: 


(a) the cost to the taxpayer of any property (other than 
shares of the capital stock of the corporation) receivable 
by him for the old shares shall be deemed to be its fair 
market value at the time of the disposition; 


(b) the cost to the taxpayer of any new shares of any class 
_of the capital stock of the corporation. receivable by him 
for the old shares shall be deemed to be that proportion of 
the amount, if any, by which the aggregate of the ad- 
justed cost bases to him, immediately before the disposi- 
tion, of the old shares exceeds the fair market: value at 
that time of the consideration receivable therefor (other 
than shares of the capital stock of the corporation) that 


(2) Application — This section is not applicable in any case 
where section 51 or any of subsections 85(1) to (3) 1s 
applicable. 


S. 86 substituted by 1974-75-76, c. 26, s. 50, applicable in respect 
of dispositions after May 6, 1974 by a taxpayer of shares of any 
class of the capital stock of a corporation in the course of a reorgan- 
ization of the capital of the corporation. S. 86 formerly read: 


86. (1) Disposition of shares by a shareholder in course 
of reorganization of capital— Where in the course of a 
reorganization of the capital of a corporation, a taxpayer has, 
after 1971, disposed of, and the corporation has acquired, cat- 
egory A shares of any class of the capital stock of the corpo- 
ration, the following rules apply: 


(a) the cost to the taxpayer of any property (other than 
shares. of the capital stock of the corporation or a right to 
receive any such shares) received by him as considera- 
tion for the disposition shall be deemed to be its fair mar- 
ket value at the time of the disposition; 


(b) the cost to the taxpayer of any category B. shares. of 
any class of the capital stock of the corporation receiva- 
ble by him as consideration for the disposition shall be 
deemed to be, 


(1) where category A shares were also receivable by 
him as consideration for the disposition, the lesser of 


(A) the fair market value, immediately after the 
disposition, of those category B shares of that 
class, and 
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(B) that proportion of the amount, if any, by 
which the adjusted cost base to him, immedi- 
ately before the disposition, of the category A 
shares so disposed of exceeds the fair market 
value of the consideration for the disposition 
(other than shares of the capital stock of the cor- 
poration or a right to receive any such shares) re- 
ceived by him from the corporation, that 


(I) the fair market value, immediately after 
the disposition, of those category B shares of 
that class, 


is of 


(II) the fair market value, immediately after 
the disposition, of all category B shares of 
the capital stock of the corporation receiva- 
ble by him as consideration for the disposi- 
tion, and 


(ii) in any other case, the amount determined under 
clause (i)(B); 


~(c) the cost to the taxpayer of any category A shares of 
any class of the capital stock of the corporation receiva- 
ble by him as consideration for the disposition shall be 

“deemed to be that proportion of the amount, if any, by 
which the adjusted cost base to him, immediately before 
the disposition, of the category A shares so disposed of 
exceeds the aggregate of the fair market value of the con- 
sideration (other than shares of the capital stock of the 
corporation or a right to receive any such shares) re- 
ceived by him from the corporation as consideration for 
the disposition and the cost to him of all category B 
shares of the capital stock of the corporation receivable 
by him as consideration for the disposition, that. 


(i) the fair market value, immediately after the dispo- 
sition, of the category A shares of that class receiva- 
ble by him as consideration for the disposition, 


is of 
(11) the fair market value, immediately after the dis- 
position, of all category A shares of the capital stock 


of the corporation receivable by him as consideration 
for the-disposition; and 


(d) his proceeds of the disposition of the: shares shall be 
deemed to be the cost to him of all shares and other prop- 
erty receivable or received by him as consideration for 
the disposition of the shares plus the amount of any 
money received by him on the disposition. 


(2) Definitions — For the purposes of this section, 


(a) “category A share” means a common share where the 
taxpayer has disposed of a common share in the course of 
‘a reorganization, and means a preferred share where the 
taxpayer has disposed of a preferred share in the course 
of a reorganization; and 


(b) “category B share” means a preferred share where a 
category. A share means a common share, and means a 
common share where a category A share means a pre- 
ferred share. 


(3) Application — This section is not applicable in any case 
where any of subsections 85(1) to (3) is applicable. 


Definitions [s. 86]: “adjusted cost base” —54, 248(1); 
“amount” — 248(1); “capital loss” — 39(1)(b), 248(1); “capital 
property” — 54, 248(1); “class of shares” — 248(6); “common 
shareion 248(1); “corporation” — 248(1), Interpretation Act 35(1); 


“person”, “preferred share”, “property”, “share”, “taxpayer” — 
248(1). 


I.T. Application Rules [s. 86]: 26(27) (where old shares owned 
since before 1972). 
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Interpretation Bulletins [s. 86]: IT-146R4: Shares entitling 
shareholders to choose taxable or capital dividends; IT-243R4: Div- 
idend refund to private corporations. 


87. (1) Amalgamations — In this section, an 
amalgamation means a merger of two or more corpo- 
rations each of which was, immediately before the 
merger, a taxable Canadian corporation (each of 
which corporations is referred to in this section as a 
“predecessor corporation’) to form one corporate en- 
tity (in this section referred to as the “new corpora- 
tion”) in such a manner that 


(a) all of the property (except amounts receivable 
from any predecessor corporation or shares of the 
capital stock of any predecessor corporation) of 
the predecessor corporations immediately before 
the merger becomes property of the new corpora- 
tion by virtue of the merger, 


(b) all of. the liabilities (except amounts payable 
to any predecessor corporation) of the predeces- 
sor corporations immediately before the merger 
become liabilities of the new corporation by vir- 
tue of the merger, and 


(c) all of the shareholders (except any predeces- 
sor corporation), who owned shares of the capital 
stock of any predecessor corporation immediately 
before the merger, receive shares of the capital 
stock of the new corporation because of the 
merger, 


otherwise than as a result of the acquisition of prop- 
erty of one corporation by another corporation, pur- 
suant to the purchase of that property by the other 
corporation or as a result of the distribution of that 
property to the other corporation on the winding-up 
of the corporation. 


Related Provisions: 53(6) — Effect of amalgamation or merger 
on adjusted cost base of share, partnership interest or trust interest; 
69(13) — Amalgamation or merger — deemed proceeds of disposi- 
tion; 80.03(1), (3)(a)Gi) — Capital gain on amalgamation following 
debt forgiveness; 87(1.1) — Shares deemed to have been received 
by virtue of merger; 87(9) — Rules applicable in respect of certain 
mergers; 89(1)“Canadian corporation” — Whether amalgamated 
corporation is a Canadian corporation; 89(2) — Where corporation 
is beneficiary under life insurance policy; 112(7) — Application of 
stop-loss rule following amalgamation; 128.2 — Predecessor corpo- 
rations take on residence status of amalgamated corporation ; 
137(4.3) — Determination of preferred-rate amount; 251(3.1), 
(3.2) — Amalgamated corporation deemed related to predecessor. 
See additional Related provisions and Definitions at end of s. 87. 


History: Para. 87(1)(c) amended by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 37(1), applicable to amalgamations occurring after 
1989. Para. (c) formerly read: 


(c) all of the shareholders (except any predecessor corpora- 
tion) of the predecessor corporations immediately before the 
merger receive shares of the capital stock of the new corpora- 
tion by virtue of the merger, 


Pre-RSC History: All that portion of subsec. 87(1) preceding 
para. (a) substituted by 1979, c. 5, subsec. 28(1), applicable in re- 
spect of amalgamations occurring after November 16, 1978, to add 
“taxable”. 

Paras. 87(1)(a)—(c) substituted by 1974-75-76, c. 26, subsec. 51(1), 
applicable in respect of amalgamations occurring after 1971. 


.T. Application Rules: 26(28). 


S. 87(1.2) 


Interpretation Bulletins: IT-302R3: Losses of a corporation — 
the effect that acquisitions of control, amalgamations, and wind- 
ings-up have on their deductibility — after January 15, 1987. See 
also list at end of s. 87. 


Information Circulars: 88-2, paras. 20, 28: General anti-avoid- 
ance rule — section 245 of the Income Tax Act; 88-2 Supplement, 
para. 9: General anti-avoidance rule — section 245 of the Income 
Tax Act. 


Advance Tax Ruling: ATR-29: Amalgamation of social clubs; 
ATR-55: Amalgamation followed by sale of shares; ATR-59: Fi- 
nancing exploration and development through limited partnerships. 


(1.1) Shares deemed to have been received 
by virtue of merger — For the purposes of para-: 
graph (1)(c) and the Income Tax Application Rules, 
where there is a merger of 


(a) a corporation and one or more of its subsidi- 
ary wholly-owned corporations, or 


(b) two or more corporations each of which is a 
subsidiary wholly-owned corporation of the same 
corporation, 


any shares of the capital stock of a predecessor cor- 
poration owned by a shareholder (except any prede- 
cessor corporation). immediately before, the merger 
that were. not cancelled on the merger shall be 
deemed to be shares of the capital stock of the new 
corporation received by the shareholder by virtue of 
the merger as consideration for the disposition of the 
shares of the capital stock of the predecessor 
corporations. 

Related Provisions: 87(1.4) — Subsidiary wholly-owned corpo- 


ration. See additional Related provisions and Definitions at end of s. 
87. 


Pre-RSC History: Subsec. 87(1.1) added by 1977-78, c. 1, subsec. 
42(1), applicable with respect to mergers occurring after December 
14, 1975. 


Interpretation Bulletins: See list at end of s. 87. 


(1.2) New corporation continuation of a pred- 
ecessor — Where there has been an amalgamation 
of corporations described in paragraph (1.1)(a) or of 
2 or more corporations each of which is a subsidiary 
wholly-owned corporation of the same person, the 
new corporation shall, for the purposes of section 29 
of the Income Tax.Application Rules, subsection 
59(3.3) and sections 66, 66.1, 66.2, 66.4 and 66.7, be 
deemed to be the same corporation as, and a continu- 
ation of, each predecessor corporation, except that 
this subsection shall not affect the determination of 
any predecessor corporation’s fiscal period, taxable 
income or tax payable. 

Related Provisions: 87(1.4) — Subsidiary wholly-owned corpo- 


ration. See additional Related provisions and Definitions at end of s. 
87. 


History: Subsec. 87(1.2) substituted by 1994, c. 21, subsec. 39(1), 
applicable to amalgamations occurring after December 21, 1992. 
That subsec. formerly read: 


(1.2) New corporation continuation of predecessor — 
Where there has been an amalgamation of corporations de- 
scribed in paragraph (1.1)(a) or (b), the new corporation shall, 
for the purposes of section 29 of the Income Tax Application 
Rules, subsection 59(3.3) and sections 66, 66.1, 66.2, 66.4 
and 66.7, be deemed to be the same corporation as and a con- 
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tinuation of each predecessor corporation, except that this 
subsection shall in no respect affect the determination of any 
predecessor corporation’s fiscal period, taxable income or tax 
payable. 


Pre-RSC History: Subsec. 87(1.2) amended by 1987, c. 46, sub- 


sec. 29(1), to add reference to section 66.7, applicable to taxation 
years ending after February 17, 1987 with respect to amalgamations 
occurring after 1982, and with respect to amalgamations occurring 
after December 14, 1975 and before: 1983 where an. election has 
been made under subsection 87(1.2) as that subsection read: at that 
time. 


Subsec. 87(1.2) substituted by 1985, c. 45, subsec. 42(1), applicable 
with respect to amalgamations occurring after 1982. Subsec. 87(1.2) 
formerly read: 


(1.2) Parent corporation’s resource expenses on amal- 
gamation — Where there has been an amalgamation of a 
corporation (in this subsection referred to as the “‘parent cor- 
poration”) and one or more other corporations, each of which 
was a subsidiary wholly-owned corporation of the parent cor- 
poration, and the new corporation has elected under this sub- 
section in its return of income under this Part for its first taxa- 
tion year ending after October 28, 1980, the following rules 
apply for that year and all Seer taxation years of the 
new corporation: 


(a) with respect to exploration or development expenses, 
Canadian exploration and development expenses, foreign 
exploration and development expenses, cumulative Cana- 
dian exploration expense, cumulative Canadian develop- 
ment expense.and cumulative Canadian. oil and. gas prop- 
erty expense of 


(1) the parent. corporation, or 


(11) a predecessor of the parent corporation where the 
parent corporation is a successor corporation or. a 
second successor corporation of the predecessor for 
the purposes of subsection 29(25) or (29) of the Jn- 
come Tax Application Rules, 1971 or subsection 
66(6), (7), (8) or (9), 66.1(4) or (5), 66.2(3) or (4) or 
66.4(3) or (4), 


the new corporation shall be deemed to be the same cor- 
poration as, and a continuation of, the parent corporation, 
except that an.election under this subsection shall in no 
respect affect the determination of the fiscal period of, 
the taxable income of, or the tax payable by, the parent 
corporation; and 


(b) for the purposes of subsections 29(25) and (29) of the 
Income Tax Application Rules, 1971 and subsections 
66(6), (7), (8) and (9), 66.1(4) and (5), 66.2(3) and (4) 
and 66.4(3).and (4), the new corporation shall be deemed 
not to bea successor corporation with respect to the ex- 
penses described in paragraph (a) of the parent 
corporation. | 


Subpara. 87(1.2)(a)(ii) substituted by 1984, c. 1, subsec. 38(1), to 
substitute “predecessor” for “predecessor corporation’, applicable 
with respect to acquisitions of property by a successor corporation 
from a predecessor after April 19, 1983. 


Para. 87(1.2)(a) substituted by 1980-81-82-83, c. 140, s. 52, appli- 
cable with respect to amalgamations occurring after December 14, 
1973, 


Subsec. 87(1.2) added by 1980-81-82-83, c. 48, subsec. 47(1), ap- 
plicable in respect of amalgamations occurring after December 14, 
1995: 


Regulations: 1214 (resource and processing allowances — pur- 
poses for which amalgamated corporation deemed to be. continua- 
tion of predecessors). 


Interpretation Bulletins: IT-125R4: Dispositions of resource 
properties. See also list at end of s. 87. 
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(1.3) [Repealed under former Act] 


Pre-RSC History: Subsec. 87(1. 3). repealed by 1985, c. 45, sub- 
sec. 42(1), applicable with respect to amalgamations occurring after 
1982. Subsec. 87(1.3) formerly read: 


(1.3) Shareholder corporation — Where there a been an 

_ amalgamation of a shareholder corporation (within the mean- _ 

ing assigned by paragraph 66(15)(i)) and one or more other 
corporations each of which is a subsidiary wholly-owned cor- 
poration of the shareholder corporation, for the purposes of 
sections 66, 66.1, 66.2 and 66:4, the new corporation shall be , 
deemed to. be a shareholder corporation and to be the same, 
corporation as, and a continuation of, the shareholder 
corporation. 


Subsec. 87(1.3) substituted by 1980-81-82-83, c. 140, subsec. 52(1), 
applicable with respect to amalgamations Bet he after December 
14, 1975. , 


Subsec. 87(1.3) added by 1980-81-82-83, c. 48, subsec. 47(1), ap- 
plicable in respect of amalgamations soe after December 14, 
1975: 


(1.4) Definition of “subsidiary wholly-owned 
corporation” — Notwithstanding subsection 
248(1), for the purposes of this subsection and sub- 
sections (1.1), (1. 2) and (2.11), “subsidiary wholly- 
owned corporation” of a person (in this subsection 
referred to as the “parent’”) means a corporation all 
the issued and outstanding shares of the capital stock . 
of which belong to 


(a) the parent; 


(b) a corporation that is a subsidiary mahal 
owned corporation of the parent; or 


(c) any combination of persons each of which is a 
- person described in paragraph (a) or (b). 


Related Provisions: See Related provisions and Definitions at 
end of -subsec. 87(9). 


History: Subsec. 87(1.4) substituted by 1994, c. 21, subsec. 39(2), 
applicable to amalgamations occurring after December 24 1992. 
That subsec. formerly read: 


(1.4) Definition of “subsidiary wholly-owned corpora- 
tion” — Notwithstanding subsection 248(1), for the purposes 
of this subsection and subsections (1.1), (1.2) and (2.11), 
“subsidiary wholly-owned corporation” of a corporation (in 
this subsection referred to as the “parent corporation”) means 
a corporation all the issued and outstanding shares of the cap- 
ital stock of which belong to 


(a) the parent corporation; 


(b) a corporation that is a subsidiary wholly- -owned cor- 
poration of the parent corporation; or 


(c) any combination of corporations each of which is a 
corporation described in paragraph (a) or (b). 


That portion of subsec. 87(1.4) preceding para. (a) amended by 
1994, c. 7, Sch. VII (1993, c. 24), subsec, 37(2),.to add reference to 
subsection (2.11), applicable to amalgamations occurring after 
1989. 


Pre-RSC History: Subsec. 87(1.4) amended by 1985, c. 45, sub- 
sec. 42(2), applicable with respect to amalgamations occurring after 
1982, to substitute ““subsections (1.1) and. (1.2)’ for “subsections 
(1.1), (1.2) and (1.3)”. 


Subsec. 87(1.4) added by 1980-81-82-83, c. 140, subsec. 52(2), ap- 
plicable with respect to. amalgamations occurring after December 
14, 1975. 


Interpretation Bulletins: See list at end of s. 87. 
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(1.5) Definitions — For the purpose of this section, 
“financial institution”, “mark-to-market property” 
and “‘specified debt obligation” have the meanings 
assigned. by. subsection 142.2(1). 


History: Subsec. 87(1.5) added by 1995, c: 21; subsec. 54(1), ap- 
plicable to. taxation years that end after February 22, 1994. 


(2) Rules applicable — Where there has been an 
amalgamation of two or more corporations after 
1971 the following rules apply: 


(a) taxation year — for the. purposes of this 
Act, the corporate entity formed as a result of the 
amalgamation shall be deemed to be a new cor- 
poration the first taxation year of which shall be 
deemed to have commenced at the time of the 
amalgamation, and a taxation year of a predeces- 
sor corporation that would. otherwise have ended 
after the amalgamation shall be deemed to have 
ended immediately before the amalgamation; 
Selected Cases [para. 87(2)(a)]: Pan Ocean Oil Ltd. v. Canada, 
[1994] 2 C.T.C. 143 (FCA) (New company did not “acquire” prop- 
erty of predecessor companies); Guaranty Properties Ltd. v. Can- 
ada, [1990] 2 C.T.C. 94 (FCA); leave to appeal to SCC refused 
(1991), 49 BLR 320 (note). (Notice of reassessment. to company 
subsequent to amalgamation was valid). 


Interpretation Bulletins: IT-179R: Change of fiscal ao See 
also list at end of s. 87. 


Information Circulars: 88-2, para. 21; General anti-avoidance 
rule — section 245 of the Income Tax Act. 


(b) inventory —— for the purpose.of eda: 
the income of the new corporation, where the 
property described in the inventory, if any, of the 
new corporation at the beginning of its first taxa- 
tion year includes property that was described in 
the inventory of a predecessor corporation at the 
end of the taxation year of the predecessor corpo- 
ration that ended immediately before the amalga- 
mation (which taxation year of a predecessor cor- 
poration is referred to in this section as its “last 
taxation year’), the property ‘so included shall be 
deemed to have been acquired by the new corpo- 
ration at the beginning of its first taxation year 
for an amount determined in accordance with 
section 10 as the value thereof for the purpose of 
computing the income of the predecessor. corpo- 
ration for its last taxation year, except that where 
the income of the predecessor. corporation for its 
last. taxation: year from a farming business. was 
computed in accordance. with. the.cash method, 
the amount so determined in respect of inventory 
owned in connection with that business shall be 
deemed to be. the total of all amounts,each of 
whichis an amount included because of para- 
graph. 28(1)(b) or (c).in computing that. income 
for that year and, where the income. of the new 
corporation from a farming business is computed 
in accordance with the cash method, for the pur- 
pose of section 28, 


(i) an amount equal to that total shall be 
deemed to have been paid by. the new. corpora- 
tion, and 
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(ii) the new corporation shall be deemed to 
have purchased: the property for an amount 
equal to that total, 


"in its first taxation year and in the course of car- 
rying on that business; 


History: Para. 87(2)(b) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 65(1), applicable to amalgamations occurring after 
1988, except that, in its application with respect to property ac- 
quired from a predecessor corporation the last taxation year -of 
which commenced before 1989, the reference to “paragraph 
28(1)(b) or (c)” in the para. shall be read as “paragraph 28(1)(b)”. 
Para. 87(2)(b) formerly read: 


(b) inventory — for the purpose of computing the income of 
the new corporation for its first taxation year, where the prop- 
‘erty described in the inventory, if any, of the new corporation 
at the commencement of that year includes 


(i) property. that was described in the inventory of.a pred- 
ecessor corporation at the end of, the taxation year of the 
predecessor corporation that ended immediately before 
the amalgamation (which taxation year of a predecessor 
corporation is referred to in this section as its “last taxa- 
tion year”), or 


(ii) property that would have eine described in the inven- 
tory of the predecessor corporation at the end of its last 
taxation year if its income for that year had not been 
computed in accordance with the method- authorized by 
subsection 28(1), 


the property so included shall be deemed to have been ac- 
quired by the new corporation at the commencement of its 
first taxation year for an amount determined in accordance 
with section 10 as the value thereof for the purpose of com- 
puting the income of the predecessor corporation for its last 
taxation year, except.that where the income of the predeces- 
sor corporation, for its last taxation year was computed in ac- 
cordance with the method authorized by subsection 28(1), the 
amount so determined shall be deemed to be the amount, if 
any, specified in respect of the predecessor corporation under 
paragraph. 28(1)(b) for that year; 


Pre-RSC History: That portion of para. 87(2)(b) following sub- 
para. (ii) amended by 1985, c. 45, subsec, 42(3), applicable with 
respect to amalgamations occurring after 1981, to substitute “the 
amount, if any, specified in respect of the predecessor corporation 
under paragraph 28(1)(b) for that year” for “nil”. 


_ Interpretation Bulletins: IT-427R: Livestock of farmers, See 


also list-at end of*s: 87. 


(c) method adopted for aaieoutinG in- 
come — in computing the income of the new 
corporation for a'taxation year from a business or 
property 
(i) there shall be included any amount re- 
ceived or receivable (depending on the 
method followed by the new corporation in 
computing its income for that year) by it in 
that year that would, if it had-been received or 
receivable (depending on the method followed 
by the predecessor corporation in computing 
‘its income: for its last taxation year) by the 
predecessor corporation inits last taxation 
year, have been included in computing the in- 
come of the predecessor Deine for that 
year, and 


(11) there may be HaaCA any amount paid or 
payable (depending on the method followed 
by the new corporation in computing its in- 


S. 87(2)(c)(ii) 


come for that year) by it in that year that 
would, if it had been paid or payable (depend- 
ing on the method followed by the predeces- 

_ sor corporation in computing its income for its 
last taxation year) by the predecessor corpora- 
tion in its last taxation year, have been deduct- 
ible in computing the income of the predeces- 
sor corporation for that year; 


Related Provisions: 88(1)(e.2) — Winding-up. 


Pre-RSC History: Para. 87(2)(c) substituted by 1974-75-76, c. 26, 
subsec. 51(2), applicable in respect of amalgamations occurring af- 
ter May 6, 1974. Para. 87(2)(c) formerly read: 


(c) where the method adopted by the new corporation for 
computing its income for a taxation year from a business is 
not the same as the method adopted by a predecessor corpora- 
tion for computing its income for its last taxation year or a 
previous taxation year, in computing the income of the new 
corporation for that taxation year from the business 


(1) there shall be included any amount received by it in 
that year in payment of or on account of a debt owing to 
the predecessor corporation that would, if it had been re- 
ceived by the predecessor corporation in its last taxation 
year, have been included in computing the income of the 
predecessor corporation for that year, and 


(11) there may be deducted any amount paid by it in that 
year in payment of or on account of a debt owing by the 
predecessor corporation that would, if it had been paid by 
the predecessor corporation in its last taxation year, have 
been deductible in computing the income of the prede- 
cessor corporation for that year; 


Interpretation Bulletins: See list at end of s. 87. 


(d) depreciable property — for the purposes 
of sections 13 and 20 and any regulations made 
under paragraph 20(1)(a), 


(i) where depreciable property of a prescribed 
class has been acquired by the new corpora- 
tion from a predecessor corporation, the capi- 
tal cost of the property to the new corporation 
shall be deemed to be the amount that was the 
capital cost of the property to the predecessor 
corporation, and 


(i1) in determining the undepreciated capital 
cost to the new corporation of depreciable 
property of a prescribed class at any time, 


(A) there shall be added to the capital cost 
to the new corporation of depreciable 
property of the class acquired before that 
time the cost amount, immediately before 
the amalgamation, to a predecessor corpo- 
ration of each property included in that 
class by the new corporation, 


(B) there shall be subtracted from the capi- 
tal cost to the new corporation of deprecia- 
ble property of that class acquired before 
that time the capital cost to the new corpo- 
ration of property of that class acquired by 
virtue of the amalgamation, 


(C) a_ reference in subparagraph 
13(5)(b)(@i) to amounts that would have 
been deducted in respect of property in 
computing a taxpayer’s income shall be 
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construed as including a reference to 
amounts that would have been deducted in 
respect of that property in computing a 
predecessor corporation’s income, and 


(D) where depreciable property that is 
deemed by subsection 37(6) to be a sepa- 
rate prescribed class has been acquired by 
the new corporation from a predecessor 
corporation, the property shall continue to 
be deemed to be of that same separate pre- 
scribed class; 
History: Cl. 87(2)(d)(ii)(C) amended by 1997, c. 25, subsec. 18(1), 
applicable to taxation years that begin after 1996. Cl. (ii)(C) for- 
merly read: 
(C) a reference in subparagraph 13(5)(b)(i1) to amounts that 
would have been deducted by a taxpayer in respect of trans- 
ferred property shall be construed as including a reference to 
amounts that would have been deducted by a predecessor cor- 
poration in respect of that property, and 


Cl. 87(2)(d)Gi)(C) substituted by 1994, c. 7, Sch. If (1991, c. 49), 
subsec. 65(2), applicable to taxation years commencing after June 
17, 1987 that end after 1987. Cl. .di)(C) formerly read: 


(C) a reference in subparagraph 13(5)(a)(ii).to amounts that 
would have been allowed to a taxpayer in respect of trans- 
ferred property, at the rate that was allowed to the taxpayer in 
respect of property of a prescribed class; shall be construed as 
including a reference to amounts that would have been al- 
lowed to a predecessor corporation in respect of that property 
at the rate that was allowed to the predecessor corporation in 
respect of property of that prescribed class, and 


Pre-RSC History: Cl. 87(2)(d)(ii)(A) substituted by 1988, c. 55, 
subsec. 60(1), applicable with respect to amalgamations occurring 
after 1987. Cl. (ii)(A) formerly read: 


(A) there shall be added to the capital cost to the new corpo- 
ration of depreciable property of that class acquired before 
that time the undepreciated capital cost to each of the prede- 
cessor corporations of: property of. that class immediately 
before the amalgamation, 


I.T. Application. Rules: 20(1.2) (transfer of depreciable property 
by person who owned it before 1972). 


Interpretation Bulletins: See list at end of s. 87. 


(d.1) depreciable property acquired from 
predecessor corporation — for the purposes 
of this Act, where depreciable property (other 
than property of a prescribed class) has been ac- 
quired by the new corporation from a predecessor 
corporation, the new corporation shall be deemed 
to have acquired the property before 1972 at an 
actual cost equal to the actual cost of the property 
to the predecessor corporation, and the new cor- 
poration shall be deemed to have been allowed 
the total of all amounts allowed to the predeces- 
sor corporation in respect of the property, under 
regulations made under paragraph 20(1)(a), in 
computing the income of the predecessor 
corporation; 

Related Provisions: 88(1)(e.2) — Winding-up. 

Pre-RSC History: Para. 87(2)(d.1) added by: 1974-75-76, c. 26, 


subsec. 51(3), applicable in respect of amalgamations occurring af- 
ter 1971. 


I.T. Application Rules: 20(1.2) (transfer of depreciable property 
by person who owned it before 1972). 
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Interpretation Bulletins: See list at end of s. 87. 


(e) capital property — subject to paragraph 
(e.4) and subsection 142.6(5), where a capital 
property (other than depreciable property or an 
interest in a partnership) has been acquired by the 
new corporation from a predecessor corporation, 
the cost of the property to the new corporation 
shall be deemed to be the amount that was the 
adjusted cost base of the property to the predeces- 
sor corporation immediately . before the 
amalgamation; 

Related Provisions: 53(6) — Effect of amalgamation on ad- 


justed cost base of share, partnership interest or trust interest; 
69(13) — Amalgamation or merger. 


History: Para. 87(2)(e) amended by 1995, c, 21, subsec. 54(2), ap- 
plicable to taxation years that end after February 22, 1994. Para. (e) 
formerly read: 


(e)-where any capital property (other than depreciable prop- 
erty or an interest in a partnership) has been acquired by the 
new corporation from a predecessor corporation, the cost of 
the property to the new corporation shall be deemed to be the 
amount that was the adjusted cost base of the property to the 
predecessor corporation . immediately», before — the 
amalgamation, 


Pre-RSC History: Para. 87(2)(e) amended by 1987, c. 46, subsec. 
29(2), to substitute “(other than depreciable property or an interest 
in a partnership)” for “(other than depreciable property)”, applicable 
with respect to amalgamations occurring after January 15, 1987. 


Interpretation Bulletins: See list at end of s. 87. 


(e.1) partnership interest — where a partner- 
ship interest that is capital property has been ac- 
quired from a predecessor corporation to which 
the new corporation was related, for the purposes 
of this Act, the cost of that partnership interest to 
the new corporation shall be deemed to be the 
amount that was the cost of that interest to the 
predecessor corporation and, in respect of that 
partnership interest, the new corporation shall be 
deemed to be the same corporation as and a con- 
tinuation of the predecessor corporation; 

Related Provisions: 53(1)(e), 53(2)(c) — Adjusted cost base — 

partnership interest; 88(1)(c), 88(1)(e.2) — Winding-up; 

100(2.1) — Gain from disposition of partnership interest on amal- 


gamation. See additional Related provisions and Definitions at end 
of s. 87. 


Pre-RSC History: Para. 87(2)(e.1) added by 1987, c. 46, subsec. 
29(2), applicable with respect to amalgamations occurring after Jan- 
uary 15,.1987. 


Interpretation Bulletins: See list at end of s. 87. 


(e.2) security or debt obligation — subject to 
paragraphs (e.3) and (e.4) and subsection 
142.6(5), where a property that is a security or 
debt obligation (other than a capital property or 
an inventory) of a predecessor corporation used 


by it in the year in, or held by it in the year in the | 


course of, carrying on the business of insurance 
or lending money in the taxation year ending im- 
mediately before the amalgamation has been ac- 
quired by the new corporation from the predeces- 
sor corporation, the cost of the property to the 
new corporation shall be deemed to be the 
amount that was the cost amount of the property 


S. 87(2)(e.4) 


to the predecessor corporation immediately 
before the amalgamation; 


Related Provisions [para. 87(2)(e.2)]: 88(1)(e.2) — Winding- 
up. 


‘History: Para. 87(2)(e.2) amended by 1995, c. 21, subsec. 54(3), 


applicable to taxation years that end after February 22, 1994. Para. 
(e.2) formerly read: 


(e.2) where any property that is a security or debt obligation 
(other than a capital: property or an inventory) of a predeces- 
sor corporation used by it\in the year in, or held by it in the 
year in the course of, carrying on the business of insurance or 
lending money in the taxation year ending immediately 
before the amalgamation has been acquired by the new corpo- 
ration from the predecessor corporation, the cost of the prop- 
-erty to the new corporation shall-be-deemed to be the amount 
that was the cost amount of the property to the predecessor 
corporation immediately before the amalgamation; 


Pre-RSC History: Para. 87(2)(e.2) added by 1988, c..55, subsec. 
60(2), applicable to amalgamations occurring after December 15, 
1987. 


Interpretation Bulletins: See list at end of s..87. 


(e.3) financial institutions — specified debt 
obligation — where the new corporation isa fi- 
nancial institution in its first taxation year, it shall 
be deemed, in respect of a specified debt obliga- 
tion (other than a mark-to-market property) ac- 
quired from a predecessor corporation that was a 
financial institution in its last taxation year, to be 
the same corporation as, and a continuation of, 
the predecessor corporation; 

Related Provisions: 88(1)(e.2) — Winding-up; 142.6(5) — Par- 

allel rule for rollover transactions generally. 


History: Para..87(2)(e.3) added by 1995, c. 21, subsec. 54(3), ap- 
plicable to amalgamations occurring, and windings-up. beginning, 
after February 22, 1994. 


(e.4) financial institutions — mark-to- 
market property — where 


(i) the new corporation is a financial institu- 
tion in its first taxation year and a property ac- 
quired by the new corporation from a prede- 
cessor corporation is a mark-to-market 
property of the new corporation for the year, 
or 


(ii) a predecessor corporation was a financial 
institution in its last taxation year and a prop- 
erty acquired by the new corporation from the 
predecessor corporation was a mark-to-market 
property of the predecessor corporation for the 
year, 


the cost of the property to the new. corporation 
shall be deemed to be the amount that was the 
fair market value of the property immediately 
before the amalgamation; 


Related Provisions: 87(2)(e), (e.2)— Rule overrides normal 
rules for capital property, securities and debt obligations; 87(2)(g.2), 
142.6(1)(b) — Predecessor non-financial institution deemed to have 
disposed of property before amalgamation; 142.5(2) — Predecessor 
financial institution deemed to have disposed of property before 
amalgamation; 142.6(5), (6) — Acquisition of specified debt obli- 
gation by financial institution in rollover transaction. 
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History: Para. 87(2)(e.4) added by 1995, c.:21; subsec. 54(3), ap- 
plicable to amalgamations occurring after October 1994. 


(e.5) financial. institutions — mark-to- 
market property — for the purposes of subsec- 
tions 112(5) to. (5.2) and (5.4) and the definition 
“mark-to-market.. property” in — subsection 
142.2(1), the new corporation shall be deemed to 
be the same corporation as, and a continuation of, 
each predecessor corporation; . 
Related Provisions: 88(1)(h) — Parallel rule on windup. 
History: Para. 87(2)(e.5) added by 1995, c..21, subsec. 54(3), ap- 


plicable to amalgamations .occurring , at any time (including, for 
greater certainty, amalgamations occurring before June 22, 1995). 


(f) eligible capital property — for the pur- 
poses of determining under this Act any amount 
relating to cumulative eligible capital, an eligible 
capital amount, an eligible capital’expenditure or 
eligible capital property, the new corporation 
shall be deemed to be the same corporation as, 
and a continuation of,*°éach™ hati 
corporation; 

Hiatory; Para. 87(2)(f) sedi “a 1994, Ci 7, Soli: VHT (1993, c. 

24), subsec. 37(3), applicable.to amalgamations occurring after June 

1988. That para, formerly. read: ; Js 
(f), cumulative eligible capital -— for. the purposes of com- 
puting the. cumulative eligible capital of the new. corporation 
at any time in respect of a business, where a predecessor cor- 
poration carried on a business that is carried on by the new 
corporation, the amount of the cumulative eligible capital of 
the predecessor corporation immediately before the amalga- 
mation in respect of that business, shall be added _ to. the... 
amount determined for A in the definition “cumulative, eligi- 
ble capital” in subsection 14(5) in respect of that business; 


interpretation Bulletins: See list at end of s. 87. 


(f.1) [Repealed] 


History: Para. 87(2)(f:1) repealed by 1994; ¢. 7, Sch. VIEL(1993, c. 

24), subsec. 37(3), applicable to amalgamations occurring. after June 

1988. That para. formerly read: : 
(f.1) idem — notwithstanding paragraph (f), for the purposes 
of computing the cumulative eligible capital of the-new cor- 
poration! at any time in‘respect of a business, ‘where the last 
taxation year of a predecessor corporation commenced before 
July, 1988 and the predecessor. corporation carried-on,a busi- 
ness that is carried on by the new corporation, 7/2 of the 
amount of the cumulative eligible capital of the predecessor 
corporation immediately before the amalgamation: in ;respect 
of that business. shall be.added to the amount.determined for 
A inthe definition “cumulative eligible capital” in subsection 
14(5) in respect of that business; 


Pre-RSC History: Para. 87(2)(f.1) added by 1988, c..55, subsec. 
60(3), applicable with respect to amalgamations occurring after 
June 1988. 


(g) reserves — for ‘the purpose of computing 
the income of the new ad i ie for a taxation 
‘year, 


(i) any amount that has been deducted as a re- 
serve in computing the income of a predeces- 
sor corporation for its last taxation year shall 
be deemed to have been deducted as a reserve 
in computing the income of the new corpora- 
tion for a taxation year acim preceding 
its first taxation year, and 
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(ii) any amount deducted under’ paragraph 
20(1)(p) in computing the income:of.a prede- 
cessor corporation for its last taxation -year or 
a previous taxation year shall be deemed to 

have been deducted under that paragraph in 
computing the income of the new corporation 

-ofor a taxation year sangaapliantolys binspeane its 
first taxation year; 


Related Provisions: 88(1)(e.2) — Winding-up. 


(g.1) continuation — for the purposes of sec- 
tions 12.3 and 12.4, subsection 20(26) and sec- 
tion 26, the new corporation shall be deemed’ to 
be the same corporation as, and a continuation of, 
each predecessor corporation; : 
Pre-RSC History: Para. 87(2)(g.1) amended by 1988, c. 55, sub- 
sec. 60(4), to add “sections 12.3 and 12.4, subsection 20(26) and”, 


applicable to taxation years commencing after June 17, 1987 that 
end after 1987 of corporations formed as a résult of amalgamations. 


Para. 87(2)(g. 1) added by 1986, c. asi “subsec. 23(1), applicable i in 
respect. of amalgamations occurring after. 1979. 


Interpretation Bulletins: See list at end of S, 87. 


(g.2) financial institution rules — for the pur- 
poses of paragraphs 142.4(4)(c) and (d) and sub- 
sections 142.5(5) and (7) and 142:6(1), the new 
“corporation shall be deemed ‘to be the same cor- | 
poration as, and a continuation of, each predeces- 
sor corporation; 
Related Provisions: 88(1)(e. pate Winding- up: 142. 6(1)(b) — 


Deemed disposition of specified debt obligations and mark- to-mar- 
ket properties on becoming a financial institution. 


History: Para. 87(2)(g.2)-added by 1995, .c. 21; subsee. 54(4), ap- 

plicable to taxation years that endafter February) 22,1994): 
(g.3) superficial losses — for the purposes of 
applying subsections 13(21.2),14(12), 18(15) 
and 40(3.4) to any property that was disposed of 
by a predecessor corporation before the’ amalga- 
mation, the new corporation is deemed to be the 
same corporation as, and a continuation Be each 
predecessor corporation; 


Related Provisions: 88(1)(e.2) — Winding- up. 

History: Para. 87(2)(g.3) added by. 1998, c. 19, subsec. 117(1), ap- 

plicable to amalgamations that occur,, and windings- up. that begin, 

after April 26, 1995. 
(g.4) superficial losses — capital. prop- 
erty — for the. purpose. of. applying. paragraph 
40(3.5)(c) in respect of any share that’ was ac- 
quired by a predecessor corporation, the new. cor- 
poration is deemed to be the. same corporation as, 
and a continuation of,.each . ORFS HERS 
corporation; the Bred 

Related Provisions: 88( Le. 2) — _ Winding: -up. 


History: Para. 87(2)(g.4) added by 1998, c. 19, subsec, 1174), ap- 
plicable to amalgamations that occur, and windings-up that ‘begin, 


after April 26, 1995. 


(h) debts — for the purpose of sohbet a de- 
duction. from the income of the new corporation 
for a taxation year under pasesah 200; a 1) 
or (p) 
(i) any debt owing to a prétiecessor corpora- 
tion that was included in computing the in- 
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come of the predecessor corporation for its 
last taxation year or a preceding taxation year, 


(ii) where a predecessor corporation was an 
insurer or a corporation the ordinary business 
of which included the lending of money, any 
loan or lending asset made or acquired by the 
predecessor corporation in the ordinary course 
of its business of insurance or the lending of 
money, or 


(iit) where a predecessor corporation was an 
insurer or a corporation the ordinary business 
of which included the lending of money, any 
instrument or commitment described in para- 
graph 20(1)(1.1) that was issued, made or as- 
sumed: by the predecessor corporation in the 
ordinary course of its business of insurance or 
_ the lending of money, 


and that by reason of the amalgamation, has been 
acquired by the new corporation, shall be deemed 
to be a debt owing to the new corporation that 
was included in computing its income for a pre- 
ceding taxation year, a loan or lending asset made 
or acquired or an instrument or commitment that 
was issued, made or assumed by the new corpo- 
ration in a preceding taxation year in the ordinary 
course of its business of insurance or the lending 
of money, as the case may be; 


Related Provisions: 80(2) — Deemed settlement on amalgama- 
tion; 88(1)(e.2) — Winding-up. 


Pre-RSC History: Para. 87(2)(h) substituted by 1988, c. 55, sub- 
sec. 60(5), applicable to taxation years commencing after June 17, 
1987 that end after 1987 of corporations formed as a result of amal- 
gamations. Para. 87(2)(h) formerly read: 


(h) debts — for the purpose of computing a deduction from 
the income of the new corporation for a taxation year under 
paragraph 20(1)(1) or (p) or section 33, where any debt owing 
to a predecessor corporation 


(i) that was included in computing the income of the 
predecessor corporation for its last taxation year or a pre- 
vious taxation year, or 


(11) that arose from a loan made in the ordinary course of 
business by the predecessor corporation, part of whose 
ordinary business was the lending of money, 


has, by virtue of the amalgamation, been acquired by the new 
corporation, the amount thereof shall be deemed to be a debt 
owing to the new corporation that was included in computing 
the income of the new corporation for a previous taxation 
year or that arose from a loan so made by it, as the case may 
be; 


Interpretation Bulletins: See list at end of s. 87. 


(h.1) debts — for the purposes of section 61.4, 
the description of F in subsection 79(3), the defi- 
nition “forgiven amount” in subsection 80(1), 
subsection 80.03(7) and section 80.04, the new 
corporation shall be deemed to be the same cor- 
poration as, and a continuation of, each predeces- 
sor corporation; 


Related Provisions: 88(1)(e.2) — Winding-up. 


S. 87(2)(j.2) 


History: Para. 87(2)(h.1) added by 1995, c. 21, subsec. 30(1), ap- 

plicable, to taxation years that end after February 21, 1994. 
(i) special reserve — for the purpose of com- 
puting a deduction from the income of the new 
corporation for a taxation year under paragraph 
20(1)(n), any amount included in computing the 
income of a predecessor corporation from a busi- 
ness for its last taxation year or a previous taxa- 
tion year in respect of property sold in the course 
of the business shall be deemed to have been in- 
cluded in computing the income of the new cor- 
poration from the business for a previous year in 
respect of that property; 


Related Provisions: 88(1)(e.2) — Winding-up. 


Interpretation Bulletins: IT-154R: Special reserves. See also list 
at end of s. 87. 


(j) special reserves — for the purposes of 
paragraphs 20(1)(m), (m.1) and (m.2), subsection 
20(24) and section 34.2, the new corporation is 
deemed to be the same corporation as, and a con- 
tinuation of, each predecessor corporation; 


Related Provisions: 88(1)(e.2) — Winding-up. 


History: Para. 87(2)(j) amended by 1996, c. 21, subsec. 15(1), ap- 
plicable to amalgamations that occur and windings-up that begin af- 
ter 1994. The para. formerly read: 
(j) idem — for the purposes of paragraphs 20(1)(m), (m.1) 
and (m.2) and subsection 20(24), the new corporation shall be 
deemed to be the same corporation as, and a continuation of, 
the predecessor corporation; 


Para. 87(2)() amended by 1994, c. 7, Sch. VIII (1993, c. 24), sub- 
sec. 37(4), applicable to amalgamations occurring and windings-up 
beginning after 1990. Para. (j) formerly read: 


(j) idem — for the purpose of computing a deduction from 
the income of the new corporation for a taxation year under 
paragraph 20(1)(m), (m.1) or (m.2) or section 32, any amount 
included in computing the income of a predecessor corpora- 
tion from. a business for its last taxation year or a preceding 
taxation year by virtue of paragraph 12(1)(a) shall be deemed 
to have been included in computing the income of the new 
corporation from the business for a preceding taxation year 
by virtue of that paragraph; 


Pre-RSC History: Para. 87(2)(j) substituted by 1984, c. 1, subsec. 
38(2), to add “(m.1) or (m.2)” and to substitute “preceding” for 
“previous”, applicable to 1979 et seq. 


Interpretation Bulletins: IT-154R: Special reserves. See also list 

at end of s. 87. 
(j.1) inventory adjustment — for the purposes 
of paragraph 20(1)Gi), an amount required by 
paragraph 12(1)(r) to be included in computing 
the income of a predecessor corporation for its 
last taxation year shall be deemed to be an 
amount required by paragraph 12(1)(r) to be in- 
cluded in computing the income of the new cor- 
poration for a taxation year immediately preced- 
ing its first taxation year; 

Related Provisions: 88(1)(e.2) — Winding-up. 

Pre-RSC History: Para. 87(2)(j.1) added by 1979, c. 5, subsec. 


28(2), applicable in respect of amalgamations ‘occurring after No- 
vember 16, 1978. 


Interpretation Bulletins: See list at end of s. 87. 


(j.2) prepaid expenses and matchable ex- 
penditures — for the purposes of subsections 
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18(9) and (9.01), section 18.1 and paragraph 
20(1)(mm), the new corporation 1s deemed to be 
the same corporation as; and a continuation of, 
each predecessor corporation; 


Related Provisions: 88(1)(e.2) — Winding-up. 


History: Para. 87(2)(j.2) amended by 1998, c. 19, subsec. 117(2), 

applicable after November 17, 1996. The para. formerly read: 
(j.2) prepaid expenses — for the purposes of subsections 
18(9) and (9.01) and paragraph 20(1)(mm), the new. corpora- 
tion shall be deemed to be the same corporation as, aa a con- 
tinuation of, each predecessor corporation;, ; 


Para. 87(2)(j.2) amended by 1995, c. 3, subséc. 23(1), applicable to 
1994 et seq. Para. (j.2) formerly feat 
(j.2) prepaid expenses — for the purposes of ‘subsection 
18(9) and paragraph 20(1)(mm), the new corporation shall-be: 
deemed to be the same corporation as, and a continuation of, 
each predecessor corporation; 
Pre-RSC. History: Para. 87(2)(j.2). substituted by 1984, c. 45, 
subsec. 27(1), to add * ‘paragraph 20(1)(mm) and”, applicable to 
1984 et seq. 


Para. 87(2)(j.2) added id 1980- g1- 82- 83, fee AB, subsec. 47(2), appli- 
cable to amalgamations occurring after December 11, 1979. 


Interpretation Bulletins: See list at end of s. 87. 


(j.3) employee benefit plans, etc. -— for the 
purposes of paragraphs 12(1)(n:1), (n.2) and (n.3) 
and 20(1)(r), (oo) and (pp), section 32:1, para- 
graph 104(13)(b) and Part XI.3, the new corpora- 
tion shall be deemed to. be the same corporation 
as, and a continuation of, each predecessor 
corporation; 


Related Provisions: 88(1)(c.2) — Winding-up. 


History: Para. 87(2)(j.3) substituted by 1994, c. 21, subsec. 39(3), 
applicable to taxation years ending after December 21, 1992. That 
para. formerly read: 


(j.3) employee benefit plans, etc. — for the purposes of 
paragraphs 12(1)(n.2) and (n.3), 20(1)(r), (00) and (pp), sec- 
tion 32.1 and Part: XJ.3, the-new corporation shall be deemed 
to be the same corporation as, anda continuation of, each 
predecessor corporation; 


Para. 87(2)(j.3) amended by 1994, c. aa Sch. 11 (1991, c. 49), subsec. 
65(3), to add reference to para. (pp), applicable to amalgamations 
occurring and windings-up commencing after 1985. - . 


Pre-RSC History: Para. 87(2)(j.3) amended by. 1987, c. 46, sub- 
sec, 29(3), to substitute “of paragraphs 12(1)(n.2) and“(n.3), 20(1)(r) 
and (00), section 32.1 and Part XI.3” for “of paragraphs 12(1)(n.2) 
and 20(1)(00) and section 32:1”, applicable after October 8, 1986. 


Para. 87(2)(j:3) amended by 1986, c. 55, subsec. 23(2), to substitute 
“of paragraphs 12(1)(n.2) and°20(1)(o0) and section 32.1” for “of 
section 32:1” applicable with respect:to amalgamations, occurring 
after February 25, 1986. 


Para. 87(2)(j.3) added by 1980-81-82-83, c. 48, Hbsed 4102); appli- © 


cable to. amalgamations occurring after December 11,1979. '- 


Interpretation Bulletins: [T-502: Employee benefit plans and 
employee trusts. See also list at-end of.s. 87. 


(j.4) accrual rules — for the purposes of sub-— 


sections 12(3) and (9); section 12.2, subsection 
20(19) and the definition “adjusted cost basis” in 
subsection 148(9) of this Act, and subsections 
12(5) and (6) and paragraph 56(1)(d/1) of the Jn- 
come Tax-Act, chapter 148 of the:Revised Stat- 
utes of Canada,,1952, the new. corporation shall 


Income Tax Act, Part 1, Div. By: 


be deemed to be. the. same corporation: as, and a 
continuation of, each predecessor corporation; 


Related Provisions: 88(1)(e.2) — - Winding- up. 


Pre-RSC History: Para. 87(2)(.4) substituted by 1980-81-82-83, 
c. 140, subsec.. 52(3), applicable . after December, J, 1982. Para. 
87(2)(, 4) formerly read: 


G.4) accrued interest income — for the purposes of subsec- 
‘tions 12(3) to (6) and 20(19) and paragraph’ 148(9)(a), the 
new corporation shall be deemed to be the same corporation 
as, and a continuation of, each predecessor corporation; 


Para. 87(2)(.4) added, by 1980-81-82-83, c. 48, subsec. 47(2), appli- 
cable in respect of amalgamations occurring after October 28, 1980. 


1.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 
Interpretation Bulletins: See list at end of $871, 


- 4.5) cancellation of lease — for the purposes 
of paragraphs 20(1)(z) and (z.1), the new corpo- 
ration shall be deemed to be the same corporation 

_as, and a continuation of, each predecessor 
corporation; 


Related Provisions:, 88(1)(e.2) — Winding-u up. 


Pre-RSC. History: Para. 87(2)(j.5), added by,'1980- 81- 82- 83, c. 
140, subsec, 52(3), applicable 1 to payments relating to lease cancel- 
lations occurring after November 12, 1981, other than a cancellation 
pursuant to an agreement in vane entered into on or before that 
date. 


interpretation Bulletins: See list ‘at end of s. 87. 


(j.6) continuing corporation — for. the ‘pur- 
poses of paragraphs 12(1)(t) and (x), subsections 
12(2.2) and 13(7.1), (7.4) and (24), paragraphs 
13(27)(b) and (28)(c), subsections 13(29) and 
18(9.1), paragraphs 20(1)(e), (e.1) and (hh), sec- 
tions 20.1 and:32, paragraph 37(1)({c); subsection 
'39(13), subparagraphs 53(2)(c)(vi) and ‘(h)(ii), 
paragraph 53(2)(s), subsections 53(2.1), 66(11.4), 
66.7(11) and 152(4.3), the determination of D in 
the definition “undepreciated capital cost’ in‘sub- 
section 13(21) and the determination of Lin the 
definition “cumulative ‘Canadian exploration ex- 
pense’ in subsection 66.1(6), the new corporation 
shall be deemed.to be the same corporation as, 
and a continuation of, each seed 
corporation; 

Related Provisions: 55(3.2)(b) Continuation for purposes of 


butterfly reorganizations and capital gains stapping; 88(1)(e. 2) — 
Winding-up. 


History: Para. 87(2)G.6) substituted by 1994, Co dl, ‘subset. ahi 
applicable after January 1990, and 


(a) in applying the para. after 1987 and before Pabniaty 1990, it 
shall be:read as including’a reference to para. 20(1)(e.1); and 


(b) in applying the para. after January 1990 and before 1994, it 
shall be read as if the reference in it to “sections, 20.1, and.32” 
were a reference to “section 32”. 

Para. 87(2)G:6) formerly read! 


(j.6) [continuation ‘as to various subjects] — for the pur- 
poses of paragraphs 12(1)(t) and (x), subsections 12(2:2) and 
13(7.1), (7.4) and (24), paragraphs 13(27)(b) and (28)(c); sub- 

/ sections 13(29) and 18(9.1),, paragraphs -20(1)(e);and (hh), 
section 32,. paragraph 37(1)(c), subsection 39(13), subpara- 
graphs 53(2)(c)(vi) and (h)(ii), paragraph 53(2)(s), subsec- 
tions 53(2.1), 66(11.4), 66.7111) and. 152(4.3) and the deter- 
mination of D in the definition “undepreciated:capital cost” in™ 
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subsection 13(21) and of L inthe definition “cumulative Ca- 
nadian exploration. expense” .in subsection 66.1(6), the new 
corporation shall be deemed to be the same corporation as, 
and a continuation of, each predecessor corporation; 
Para, 87(2)(j.6) amended by 1994, c. 7, Sch. VHI (1993, c. 24), sub- 
sec, 37(5), applicable after January 1990. Para. (j.6) formerly read: 
(j.6) continuation as to various subjects — for the pur- 
poses of paragraphs 12(1)(t) and (x), subsections 13(7.1), 
(7A) and (24), paragraphs 13(27)(b) and (28)(c), subsections 
13(29) and 18(9.1), paragraphs 20(1)(e) and (hh), section 32, 
paragraph 37(1)(c), subparagraphs 53(2)(c)(vi) and (h)(ii), 
paragraph 53(2)(s), subsections 53(2.1), 66(11.4), and 
66.7(11) and the determination of D in the definition “un- 
depreciated capital cost” in subsection 13(21) and of L in the 
definition “cumulative Canadian exploration expense” in sub- 
section 66.1(6), the new corporation shall be deemed to be 
the same corporation as, and a continuation of, each predeces- 
sor corporation; 
Para. 87(2)(j.6) amended by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
65(4), to add reference to paras. 13(27)(b), (28)(c), subsecs. 13(29), 
18(9.1) and s. 32, applicable with respect to amalgamations occur- 
ring and windings-up commencing after 1989. 
Pre-RSC History: Para. 87(2)(j.6) substituted by 1988, c. 55, 
subsec. 60(6), applicable to 1988 et seq., except that, with respect to 
amalgamations occurring before 1988, the reference to “paragraphs 
20(1)(e) and (hh)” shall be read as a reference to “paragraph 
20(1)(hh)y’. Para. 87(2)G.6) formerly read: 
(j.6) Continuing corporation — for the purposes of para- 
graph -12(1)(x), subsection 13(7.4),° subparagraph 
13(21)(f)(@1.2), subsection 13(24), paragraphs 20(1)(hh) and 
53(2)(s) and subsections 53(2.1), 66(11.4) and 66.7(11) the 
new corporation shall be deemed to be the same corporation 
as, and a continuation of, each predecessor corporation; 
Para. 87(2)(j.6) amended by 1987, c. 46, subsec. 29(4), to substitute 
“subparagraph 13(21)(f)(it.2), subsection, 13(24), paragraphs 
20(1)(hh) and 53(2)(s) and subsections, 53(2.1), 66(11.4) and 
66.7(11)” for “subparagraph 13(21)(H(i.2), paragraphs 20(1)¢hh) 
and 53(2)(s) and subsection: 53(2.1)”, applicable with respect to 
amalgamations occurring after January 15, 1987. 
Para. 87(2)(j.6) added by 1986, c. 6, subsec. 46(1), applicable to 
1985 et seq. . 


Interpretation Bulletins: See list at end of s. 87. 


(j.7).certain transfers and loans — for the 
purposes of sections 74.4 and 74.5, the new cor- 
poration shall be deemed to be the same corpora- 
tion as, and a continuation of, each predecessor 
corporation; 

Related Provisions: 88(1)(e.2) — Winding-up. 

Pre-RSC History: Para. 87(2)(j.7) added by 1986, c. 6, subsec. 


46(1), applicable with respect to amalgamations occurring after No- 
vember 21, 1985. 


Interpretation Bulletins: See list at end of s. 87. 


(j.8) international banking centre busi- 
ness — for the purposes of section 33.1, the 
new corporation shall be deemed to be the same 
corporation as, and a continuation of, each prede- 
cessor corporation; 
Related Provisions: 88(1)(e.2) — Winding-up. . 
Pre-RSC History: Para. 87(2)(j.8) added by 1987, c, 46, subsec. 


29(5), applicable with respect to taxation years commencing after 
December 17, 1987. 


Interpretation Bulletins: See list at end of s. 87. 


(j.9) Part VI and Part I.3 tax — for the pur- 
poses of determining the amount deductible by 


S. 87(2)(j.94) 


the new corporation for any taxation year under 
section 125.2 or 125.3, the new corporation shall 
be deemed to be the same corporation as, and a 
continuation of, each predecessor corporation; 


Related Provisions: 88(1)(e.2) — Winding-up. 


Pre-RSC History: Para. 87(2)(j.9) amended. by 1990, c. 39, sub- 
sec. 19(1), to add reference to s. 125.3, applicable with respect to 
amalgamations occurring: and cist -up commencing after June 
1989. 


Para. 87(2)(j.9).added by 1988, ¢..55,.subsec. 60(7), applicable with 
respect to amalgamations occurring and windings- up commencing 
after 1987. 


Interpretation Bulletins: See.list atvend of s..87, 


~(j.91) Part 1.3 and Part VI tax — for the pur- 
pose of determining the amount deductible under 
subsection 181.1(4) or 190.1(3) by the new cor- 
poration for any taxation year, the new corpora- 
tion is deemed to be the same corporation as, and 
a continuation of, each predecessor ‘corporation, 
except that this paragraph does not affect the de- 
termination of the fiscal period of any corpora- 
‘tion or. the tax payable by any: saa onige 
corporation; 


Related Provisions: 88(1)(e.2) — Winding-up. 


History: Para. 87(2)(). 91) Amerced by 1998. c 19) subsec, 117), 
applicable to amalgamations that occur, and windings-up that begin, 
after April 26, 1995. The para. formerly read: 


(j.91) for the purposes of determining the amount deductible 
under subsection 181.1(4) or 190.1(3) by the new corporation 
for any taxation year, the new corporation shall be deemed to 
be the same corporation as, and a continuation of, each prede- 
cessor corporation; 


Para, 87(2)(j.91) added by 1994, c. 7, Sch. VII (1993, c. 24), sub- 
sec. 37(6), applicable to amalgamations occurring and windings-up 
beginning after 1990. 


(j:92) subsec. 125(5. 1) — for the purposes of 
subsection 125(5.1), the new corporation shall be 
deemed to be the same corporation as, and a con- 
tinuation of, each predecessor corporation; 

Related Provisions: 88(1)(e.2) — Winding-up. 

History: Para. 87(2)(j.92) added by 1995, c..3, subsec. 23(2) appli- 

cable to taxation years that end after June 1994. 
g.93) mining reclamation trusts [and 
qualifying environmental trusts] — for the 
purposes of paragraphs 12(1)(z.1) and.(z.2) and 
20(1)(ss) and (tt) and sections 107.3 and 127.41, 
the new corporation shall be deemed to be the 
same corporation as, and a continuation of, each 
predecessor corporation; 


Related Provisions: 88(1)(e.2) —— Winding-up. 


History: Para. 87(2)(j.93) added.by 1995, c. 3, subsec. 23(2), appli- 
cable to amalgamations that.occur and windings-up that begin after 
February 22, 1994. 


(j.94) film or video productos stor the 
purposes of, sections. 125.4. and 125.5, the new 
corporation is deemed to be the same corporation 
as, and a continuation of, each predecessor 
corporation; | 

Related Provisions: 88(1)(e.2) — Winding-up. 
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History: Para. 87(2)(j.94) amended by 1998, c. 19, subsec. 117(4), 
applicable to amalgamations that occur and windings-up that begin 
after October 1997. The para. formerly read: 


(j.94) Canadian film or video production tax credit — for 
the purpose of section 125.4, the new corporation is deemed 
to be the same corporation as, and a continuation of, each 
predecessor corporation; 


Para. 87(2)(j.94) added by 1996, c. 21, subsec. 15(2), applicable to 
amalgamations that occur and windings-up that begin after 1994. 


(k) certain payments to employees — for 
the purpose of subsection 6(3), any amount re- 
ceived by a person from the new corporation that 
would, if received by the person from a predeces- 
sor corporation, be deemed: for the purpose of 
section 5 to be remuneration for that person’s ser- 
vices rendered as an officer or during a period of 
employment, shall be deemed for the purposes of 
section 5 to be remuneration for services so ren- 
dered by the person; 


Related Provisions: 88(1)(e.2) — Winding-up. 


(1) scientific research and experimental 
development — for the purposes of section 37 
and Part VIII, the new corporation shall be 
deemed to be the same corporation as, and a con- 
tinuation of, each predecessor corporation; 


Related Provisions: 88(1)(e.2) — Winding-up. 


Pre-RSC History: Para. 87(2)(1) substituted by 1984, c. 45, sub- 
sec. 27(2), applicable to 1984 et seg. Para. 87(2)(1) formerly read: 


(1) scientific research — for the purposes of section 37, 


(1) an amount equal to the aggregate of all amounts each 
of which is the amount of an expenditure referred to in 
paragraph 37(1)(a) made by a predecessor corporation 
shall, to the extent that it was not deducted by the prede- 
cessor corporation in computing its income for a taxation 
year, be deemed to be an expenditure of a current nature 
on scientific research made in Canada by the new corpo- 
ration in its first taxation year, 


(ii) an amount equal to the aggregate of all amounts each 
of which is the amount of an expenditure referred to in 
subparagraph 37(1)(b)(i) made by a predecessor corpora- 
tion shall; to the extent that it was not deducted by the 
predecessor corporation in computing its income for a 
taxation year, be deemed to be an expenditure of a capital 
nature on scientific research made in Canada by the new 
corporation in its first taxation year, 


(111) an amount equal. to the aggregate of all amounts each 
of which is the amount of an expenditure referred to in 
paragraph 37(1)(c) made by a predecessor corporation 
shall, to the extent that it was not deducted by a predeces- 
sor corporation in computing its income for a taxation 
year, be deemed to be an expenditure incurred by the new 
corporation in its first taxation year by way of repayment 
of an amount paid to the new corporation under an Ap- 
propriation Act and on terms and conditions described in 
paragraph 37(1)(c),.and 


(iv) an amount equal to the aggregate of all amounts each 
of which is an amount paid to a predecessor corporation 
referred to in paragraph 37(1)(d) shall be deemed to be 
an amount paid to the new corporation in its first taxation 
year under an Appropriation Act and on terms and condi- 
tions described in paragraph 37(1)(c); 


Income Tax Act, Part I, Div. B 


Para. 87(2)(1) substituted by 1974-75-76, c. 26, subsec. 51(4), appli- 
cable in respect of amalgamations oo. after May 6, 1974. 
Para. 87(2)(1) formerly read: 


(1) for the purpose of section 37, any expenditure of a capital 
nature on scientific research made by a predecessor corpora- 
tion on its last taxation year or a previous taxation year that 
would have been deductible by: the predecessor corporation 
by virtue of paragraph 37(1)(b) in computing its income for 
its last taxation year shall, to the extent that such expenditure 
was not deducted by the predecessor corporation, be deemed 
to be an expenditure of a capital nature on scientific research 
made in Canada by the new corporation in its first taxation 
year. 


Interpretation Bulletins: See list at end of s. 87. 


(1.1) idem — for the purposes of this paragraph, 
paragraph (1.2) and section 37.1, 


(i) the base period for a particular taxation 
year of a new corporation that has fewer than 
3 preceding taxation years shall be deemed to 
be the period 


(A) commencing on the day that 


(1D). is the earliest of all days each of 
which is a day immediately before the 
commencement of a taxation year of a 
predecessor corporation in respect of 
the new corporation that ended after ~ 
1976, and 


(iI) is in the 3 year period ending on the 
day immediately before the commence- 
ment of the particular year, and 


‘B) ending immediately before the first 
day of the particular taxation year, 


(ii) where subparagraph (i) applies, 


(A) in determining the qualified expendi- 
tures made by the new corporation in its 
base period, there shall be included the to- 
tal of all amounts each of which is the 
qualified expenditure made by a predeces- 
sor corporation in a taxation year that com- 
menced in the base period of the new cor- 
poration, and — : 


(B) in determining the total of the amounts 
paid to the new corporation by persons re- 
ferred to in subparagraphs (b)G) to Gil) of 
the definition “expenditure base” in sub- 
section 37.1(5) in its base period, there 
shall be included the total of all such 
amounts paid to a predecessor corporation 
by a person referred to in those subpara- 
graphs in a taxation year that commenced 
in the base period of the new corporation, 


(iii) the capital cost to the new corporation of 
any property that was a research property of a 
predecessor corporation acquired by it from 
the predecessor corporation shall be deemed 
to be the capital cost thereof to the predeces- 
sor corporation and the property shall be 
deemed to be a research property: of the new 
corporation, and 


658 


Subdiv. h — Corporations Resident in Canada 


(iv) each amount determined in respect of the 
new corporation under. subparagraph 
37.1(3)(b)@) or (iii), as the case may. be, shall 
be deemed to be the total of the amount other- 
wise determined and the total of amounts each 
of which is the amount.determined under sub- 
paragraph 37.1(3)(b)(i) or (ili), as the case 
may .be, in respect ..of..a.. predecessor 
corporation; 


Related Provisions: 88(1)(e.2) — Winding-up. 


(1.2) definition of “predecessor corpora- 
tion” — for the purposes of this paragraph and 
paragraph (1.1), “predecessor corporation” in- 
cludes any corporation in respect of. which a 
predecessor corporation was a new: corporation; 


Related Provisions: 88(1)(e.2) — Winding-up. 3 


Pre-RSC History: Paras. 87(2)(1.1), (1.2) added by 1977-78, c. 32, 
subsec. 22(1), applicable to 1978 ef seq. 


(1.21) for the purposes of section 61.3, the defini- 
tion “unrecognized loss” in subsection 80(1) and 
subsection 80.01(10), the new corporation is 
deemed to be the same corporation as, and a con- 
tinuation of, each predecessor corporation; 
History: Para. 87(2)(1.21) amended by 1998, c. 19, subsec. 117(5), 


applicable to taxation years that end after February 21, 1994. The 
para. formerly read: 


(1.21) forgiven amount — for the purposes of section 61.3 
and subsection 80.01(10), the new corporation shall be 
deemed to be the same corporation as, and a continuation of, 
each predecessor corporation; 


Para. 87(2)(1.21) added by 1995,-c. 21, subsec. 30(2), applicable to 
taxation years that end after February 21, 1994. 


(1.3) replacement property — where before 
the amalgamation property of.a predecessor cor- 
poration was unlawfully taken, lost, destroyed or 
taken under statutory authority, or was a former 
business property of the predecessor corporation, 
for the purposes of applying sections 13 and 44 
and the definition “former business property” in 
subsection 248(1) to the new corporation in re- 
spect of the property and any replacement prop- 
erty acquired therefor, the new corporation shall 
be deemed to be the same corporation as, and a 
continuation of, the predecessor corporation; 


Related Provisions: 88(1)(e.2) — Winding-up. 


History: Para. 87(2)(1.3) amended by 1994, c. 7; Sch. VII (1993, c. . 


24), subsec. 37(7), applicable to amalgamations occurring and 
windings-up beginning after 1989. Para. (1.3) formerly read: 


(1.3) property lost, destroyed or taken — if the amalgama- 
tion was after May 6, 1974 and a property of a predecessor 
corporation was unlawfully taken, lost, destroyed or taken 
under statutory authority prior to the amalgamation, sections 
13 and 44 apply to the new corporation as though 


(i) the new corporation had been in existence and owned 
that property at the time it was so lost, destroyed or 
taken, 


(ii) the cost or capital cost, as the case may be, of that 
property to the new corporation were its cost or capital 
cost, as the case may be, to the predecessor corporation, 
and 


S. 87(2)(n) 


(iii) where the predecessor corporation had acquired a re- 
placement property for that property before the amalga- 
mation, the new corporation had acquired that replace- 
ment property immediately after the amalgamation; 


Pre-RSC History: Para. 87(2)(1.3) substituted for former (1.1) by 
1977-78, c. 32, subsec. 22(1), to add “unlawfully taken”, applicable 
in respect of amalgamations occurring after April 10, 1978, in para. 
87(2)(1.3). 


Former para. 87(2)(1.1) added by 1974-75-76, c. 26, subsec. 51(4), 
applicable in respect of amalgamations occurring after May 6, 1974. 


Interpretation Bulletins: [T-259R2: ie aes ge of property. See 


_also list at end of s, 87. 


(m) reserves — for the purpose of computing 
the income. of the new. corporation for a taxation 
year, any amount claimed under subparagraph 
40(1)(a)(iii) or 44(1)(e) Git) in computing a prede- 
cessor corporation’s gain for its last taxation year 
from the disposition of any. property shall be 
deemed 


(i) to have been ‘claimed under subparagraph 
40(1)(a)Gii) or 44(1)(e)Gii), as the case may 
be, in. computing the. new corporation’s gain 
for a taxation year immediately preceding its 
first taxation year from the disposition of that 
property by it before its first taxation year, 
and 


(ii) to be the amount determined under sub- 
paragraph 40(1)(a)(i) or 44(1)(e)G), as the 
case may be, in respect of that property; 
Related Provisions: 88(1)(€.2) — Winding-up. 
History: Para. 87(2)(m) substituted by 1994, c. 7, Sch. If (1991, c. 


49), subsec. 65(5), applicable to amalgamations occurring and 
windings-up beginning after 1989. Para. 87(2)(m) formerly read: 


(m) proceeds not due until after end of year — for the 
purpose of computing the income of the new corporation for 
its. first taxation year and any subsequent taxation year, any 
amount claimed under subparagraph 40(1)(a)(i1) in comput- 
ing a predecessor corporation’s gain for its last taxation year 
from the disposition of any property shall be deemed 
(1) to have been claimed under that subparagraph in com- 
puting the new corporation’s gaim for a taxation year im- 
mediately preceding its first taxation year from the dispo- 
sition of that property by it before its first taxation year, 
and 
(11) to be the amount determined under subparagraph 
40(1)(a)() in respect of that property; 
(m.1) gift of non-qualifying security — for 
the purpose of computing the new corporation’s 
gain under subsection 40(1.01) for any taxation 
year from the disposition of a property, the new 
corporation is deemed to be the same corporation 
as, and a continuation of, each predecessor 
corporation; 
Related Provisions: 88(1)(e.2) — Winding: up. 
History: Para. 87(2)(m.1) added by 1998, c. 19, s. 15, applicable to 
1997 et seq. 


(n) outlays made pursuant to warranty — 
for the purpose of section 42, any outlay or ex- 
pense made or incurred by the new corporation in 
a taxation year, pursuant to or by virtue of an ob- 
ligation described in that section incurred by a 
predecessor corporation, that would, if the outlay 
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or expense had been made or incurred by the 
predecessor corporation in that year, have been 


to the actual cost of the property to ne predeces- 
sor corporation; 


deemed to be a loss of the predecessor corpora- | Related Provisions: 88(1)(e.2) — Winding-up. 


tion for that year from the disposition of a capital | pre.rasc History [paras. 87(2)(q)-(t)]: Para. 87(2)(t) substi- 
property shall be deemed to be a loss of the New | tuted for former para. 87(2)(q), paras. (r), (s), (s.1), (t) by 1977-78, 
corporation for that year from the disposition of a | ‘c. 1, subsee. 42(2), applicable after December 31, 1978 except that 


capital property; 
Related Provisions: 88(1)(e.2) — Winding-up. 


Interpretation Bulletins: IT-330R: Disposition of capital prop- 
erty subject to warranty, covenant, etc. See also list at end:of's. 87. 


(0) expiration of options previously 
granted — for the purpose of subsection 49(2), 
any option granted by a predecessor corporation 
that expires after the amalgamation shall be 
deemed to have been granted by the new corpora- 
tion, and any proceeds received by the predeces- 
sor corporation for the granting of the option 
shall be deemed to have been received by the 
new corporation therefor; 


Related Provisions: 88(1)(e.2) — Winding-up. 


(p) consideration for resource property 
disposition — for the purpose of computing a 
deduction from the income. of the new corpora- 
tion for a taxation year under section 64 of the 
Income Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, any amount that has been 
included in computing the income ofa predeces- 
sor corporation for its last taxation year or a pre- 
vious taxation year by virtue of subsection 59(1) 
or paragraph 59(3.2)(c) of this Act, of subsection 
59(3) of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952, or of subsec- 
tion 83A(5ba) or (5c) of that Act as it read in its 
application to a taxation year before the 1972 tax- 
ation year, shall be deemed to have been included 
in computing the income of the new corporation 
for a previous year by virtue thereof; 

Related Provisions: 88(1)(e.2) — Winding-up. 

1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 

148 of the Revised Statutes of Canada, 1952’). 
(q) registered plans — for the purposes of sec- 
tions 147, 147.1 and 147.2 and any regulations 
made under subsection 147.1(18), the new corpo- 
ration shall be deemed to be the same corporation 
as, and a continuation of, each predecessor 
corporation; 

Related Provisions: 88(1)(e.2) — Winding-up. 

Pre-RSC History: Para. 87(2)(q) added by 1990, c. 35, s. 8, 


applicable after 1988. (For History to former para. 87(2)(q), see 
under para. 87(2)(t).) 


Interpretation Bulletins: See list at end of s. 87. 
(r)—(s.1) [Repealed under former Act] 


(t) pre-1972 capital surplus on hand — for 
the purpose of subsection 88(2.1), any capital 
property owned by a predecessor corporation on 
December 31, 1971 that was acquired by the new 
corporation by virtue of the amalgamation shall 
be deemed to have been acquired by the new cor- 
poration before 1972 at an actual cost to it equal 
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(a) the repeal of paras. 87(2)(s) and (s.1) is applicable with re- 
spect to amalgamations occurring after March 31, 1977; and 


(b) for the purpose of computing the 1971 capital surplus on 
hand of a new corporation after March’31, 1977 and’ before 
1979, paras. 87(2)(r) and (t) shall be read. as follows: 


(r) 1971 capital surplus on hand — for the purposes of 
computing the 1971 capital surplus on hand of the new 
corporation at any time after the amalgamation, there 
shall be added to the aggregate of the amounts deter- 
mined under subparagraph 89(1)(1)(iv) the aggregate of 
amounts each of which is the 1971 capital.surplus on 
hand, if any, of a predecessor corporation immediately 
before the. amalgamation; 


(t) idem — for the purpose of computing the 1971 capi- 
tal surplus on hand of the new corporation, in determin- 
ing any amount under subparagraph 89(1)(1)(i) or (xiv), 
any capital property owned by a predecessor corporation 
on December 31, 1971 that was acquired by the new. cor- 
poration by virtue of the amalgamation shall be deemed 
to have been acquired by the new corporation before 
1972 at an actual cost to it equal to the actual cost of .the 
property to the predecessor corporation; 


Paras. 87(2)(q), (r), (s), (s.1), (t) formerly read: 


(q) tax-paid undistributed surplus on hand — for the pur- 
pose of computing the tax-paid undistributed surplus on-hand 
of the new corporation at any time after the amalgamation, 
where a predecessor corporation had tax-paid undistributed 
surplus on hand immediately before the amalgamation, the 
amount thereof shall be added to the aggregate of the 
amounts determined under subparagraphs 89(1)(k)(i) to (aii); 


(r) 1971 capital surplus on hand or paid-up capital defi- 
ciency — for the purpose of computing the 1971 capital sur- 
plus on hand. or the paid-up capital deficiency, as the case 
may be, of the new corporation at any time after the amalga- 
mation, there shall be added to the aggregate of the amounts 
determined under subparagraph 89(1)()G@v) the amount, if 
any, by which 


(i) the aggregate of amounts each of which is the 1971 
capital surplus on hand, if any, of a predecessor corpora- 
tron immediately before the amalgamation 


exceeds 


(ii) the aggregate of amounts each of which is the paid-up 
capital deficiency, if any, of a predecessor corperanan 
immediately before the amalgamation; 


(s) idem — for the purpose of computing the 1971 capital 
surplus on hand or the paid-up capital deficiency, as the case 
may be, of the new corporation at any time after the amalga- 
mation, there shall be added to the aggregate of the amounts 
determined under subparagraph 89(1)(d)(iii) the amount, if 
any, by which 


(i) the aggregate of amounts each, of which is the paid-up 
capital, deficiency, if any, of a predecessor corporation 
immediately before the amalgamation 


exceeds 


(11) the aggregate of amounts each of which is the 1971 
capital surplus on hand, if any, of a.predecessor corpora- 
tion immediately before the amalgamation; 


(s.1) idem — for the purpose of computing the 1971 capital 
surplus on hand or the paid-up capital deficiency, as the case 
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may be, of the new corporation at any time after the amalga- 
mation, there shall be added to the aggregate of the amounts 
determined under pee ope tde 89(1)(d)(Gii) the amount, if 
any, by which 


(i) the paid-up capital of the new corporation immedi- 
ately after the amalgamation 


exceeds 


(ii) the aggregate of amounts each of which is the paid-up 
capital in respect of a share (except a share held by any 
other predecessor corporation).of the capital stock of a 
predecessor, corporation immediately before the 
amalgamation; 


(t) idem — for the purpose of computing the 1971 capital 
surplus on hand or the paid-up capital deficiency, as the case 
may be, of the new corporation, in determining any amount 
under subparagraph 89(1)(1)Gi) or (xiv), any capital property 
owned by a predecessor corporation.on December 31, 1971 
that. was acquired by, the new corporation by virtue of the 
amalgamation shall be deemed to have been acquired by the 
new corporation before 1972 at an actual cost to it equal to 
the actual cost of the property to the predecessor corporation; 


Paras. 87(2)(p), (q) and all that portion of para. 87(2)(r) preceding 
subpara. (i) substituted by 1974-75-76, c. 26, subsec. 51(5), applica- 
ble in réspect of amalgamations occurring after May 6, 1974. Paras. 
87(2)(p), (q) and that portion of para. 87(2)(r) formerly read: 


(p) for the purpose of computing a deduction from the income 
of the new corporation for a taxation year under section 64, 
any amount that has been included in computing’ the income 
of a predecessor corporation for its last taxation year or a pre- 
vious taxation year by virtue of subsection 59(1) or (3), or by 
virtue of subsection 83A(5ba) or (5c) of this Act as it read in 
its application to a taxation year before the 1972 taxation 
year, shall be deemed to have been included in computing the 
income of the new corporation for a igi year by virtue 
thereof; 


(q) for the purpose of computing the tax-paid undistributed 
surplus on hand of the new corporation at any time, where a 
predecessor corporation had tax-paid undistributed surplus on 
hand immediately before the amalgamation the amount 
thereof shall be added to the aggregate of the amounts deter- 
mined under subparagraphs 89(1)(k)(i) to (iii); 


(r) 1971 capital surplus on hand — for the purpose of com- 
puting the 1971 capital surplus.on hand of the new corpora- 
tion at any time, there shall be added to the aggregate. of the 
amounts determined under subparagraphs 89(1)(1)(i) to (iv) 
the amount, if any, by which 


All that portion of para. 87(2)(s) preceding subpara. (i) substituted 
by 1974-75-76, c. 26, subsec. 51(6), applicable in respect of amal- 
gamations occurring after May 6, 1974. That portion formerly read: 


(s) for the purpose of computing the paid-up capital defi- 
ciency of the new corporation at any time, there shall be ad- 
ded to the aggregate of the amounts determined under subpar- 
agraphs 89(1)(d)(i) to (iv) the amount, if any, by which 


Para. 87(2)(s.1) added, para. 87(2)(t) substituted by 1974-75-76, c. 
26, subsec. 51(7), applicable in respect of amalgamations occurring 


after May 6, 1974, to substitute “(xiv)” for “(vii)” in para. 87(2)(t). 


Interpretation Bulletins: See list at end of s. 87. 


(u) shares of foreign affiliate — where one or 
more shares of the capital stock of a foreign affil- 
iate of a predecessor corporation have, by virtue 
of the amalgamation, been acquired by the new 
corporation and as a result of the acquisition the 
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S. 87(2)(v) 


affiliate has become a foreign affiliate of ne new 
corporation, : 


(i) for the purposes of subsection 91(5) and 
paragraph 92(1)(b), any amount required by 
section 92 to be added or deducted, as the case 
may be, in computing the, adjusted cost: base 
of any such share to the predecessor corpora- 
tion before the amalgamation shall be deemed 
to have been so required to be added or de- 
ducted, as the case may be, in computing the 
adjusted cost base of the share to the new cor- 
poration, and 


(ii) for the purpose of subsection 93(2), any 
exempt dividend received by the predecessor 
corporation on any such share shall be 
deemed to be an exempt dividend received by 
the new. corporation on the share; 


Related Provisions: 88(1)(e.2) — Winding-up. 


Pre-RSC History: Subpara. 87(2)(u)(i) substituted by 1974-75-76, 
c. 26, subsec. 51(8), applicable in respect of amalgamations occur- 
ring after May 6, 1974. Subpara. 87(2)(u)(i) formerly read: 


(i). for. the purposes of subsection 90(2), paragraph 92(1)(b) 
and subsection 93(1), any amount required by section 92 to 
be added or deducted, as the case may be, in computing the 
adjusted cost base of any such share to the predecessor corpo- 
ration before the amalgamation shall be deemed to have been 
so required to be added or deducted, as the case may be, in 
computing the adjusted cost base of the share to the new cor- 
poration, and 


Interpretation Bulletins: See list at end of s. 87. 


(v) gifts [charitable donations] — for the 
purposes of section’ 110.1, the new corporation 
shall be deemed to be the same corporation as, 
and a continuation of, each predecessor. corpora- 
tion with respect to gifts; 


Related Provisions: 88(1)(e.2) — Winding-up. 


Pre-RSC History: Para. 87(2)(v) substituted by 1988, c. 55, sub- 
sec. 60(8), applicable to 1988 et seg. Para. 87(2)(v) formerly read: 


(v) charitable gifts-—for the purposes of paragraphs 
110(1)(a), (b) and (b.1), the new corporation shall be deemed 
to be the same corporation as and a continuation of each pred- 
ecessor corporation with respect to gifts; | 


Para. 87(2)(v) substituted by 1985, c, 45, subsec; 42(4), applicable 
to 1984 et seg. Para, 87(2)(v) formerly read: 


(v) charitable donations — where a predecessor corporation 
has made a gift in a:taxation year, in determining the gifts 
made and the amounts deductible in respect of such gifts by 
the new corporation in any taxation year preceding any taxa- 
tion year of the new corporation for the purposes of 
paragraphs 110(1)(a), (b) and (b.1), the new corporation shall 
be deemed to be the same corporation as and a continuation 
of the predecessor corporation with respect to such gifts; 


Para. 87(2)(v) substituted by 1980-81-82-83, c. 140, subsec. 52(4), 
applicable to gifts made in 1981 et seg. Para. 87(2)(v) formerly 
read: 


(v) for the purposes of paragraphs 110(1)(a), (b) and (b.1), 
gifts made by a predecessor corporation in its last taxation 
year shall, to the extent that they were not deductible in com- 
puting its taxable income for that taxation year, be deemed to 
have been made by the new corporation in a taxation year 
immediately preceding its first taxation year; 


S. 87(2)(v) 


Para. 87(2)(v) substituted by 1977-78, c: 32, subsec. 22(2); applica- 
ble in respect of amalgamations occurring after September 5, 1977, 
to add reference to (b.1). 


Interpretation Bulletins: See list.at end of s. 87. 


(w) [Repealed under former Act] 


Pre-RSC History: Para. 87(2)(w) repealed by 1984, c. 1, subsec. 
38(3), applicable with respect to amalgamations occurring after De- 
cember:31, 1982, Para. 87(2)(w) formerly read: 


(w) losses — for the purposes of section 111, a restricted 
farm loss of a predecessor corporation for a taxation year is 
not deductible in computing the taxable income of the new 
corporation; 
Para. 87(2)(w) substituted by 1977-78, c. 1, subsec. 42(3), applica- 
ble to amalgamations and mergers occurring after March 31, 1977. 
Para. 87(2)(w) formerly read: ' 
(w) for the purposes of section 111, a non-capital loss, net 
capital Joss or restricted farm loss of a predecessor corpora- 
tion for a taxation year is not deductible in computing the tax- 
able income of the new corporation; 


(x) taxable dividends — for the. purposes. of 
subsections 112(3) to (4.22), 


(i) any taxable dividend received on a share 
that was deductible from the predecessor cor- 
poration’s income for a taxation year under 
section 112 or subsection 138(6) is deemed to 
be a taxable dividend received.on.the share by 
the new corporation that was deductible from 
the new corporation’s income under section 
112 or.subsection 138(6), as the case may be, 


(ii) any dividend (other than a taxable divi- 
dend) received:on a share: by the predecessor 
corporation is deemed to have been received 
on the share by the-new corporation, and 


(ii1) a share acquired by the new corporation 
from a predecessor corporation is deemed to 
have been owned by the new corporation 
throughout. any period of time throughout 
which it was owned by a. predecessor 
corporation; 


Related Provisions: 88(1)(e.2) — Winding-up. 


History: Para. 87(2)(x) amended by 1998, c. 19, subsec. 117(6), 
applicable to 1994 et seg. except that, in its application to disposi- 
tions of shares that occurred before April 27, 1995, para. OA) 
shall be read as follows: 


(x) for the purposes of subsections 112(3) to (4.3), 


(i) any taxable dividend received on a share that was de- 
ductible from the predecessor corporation’s income for a 
taxation year under section 112 or subsection 138(6) is 
deemed to be a taxable dividend received on the share by 
the new corporation that was deductible from the new 
corporation’s income under section 112 or 138(6), as the 
case may be, 


(ii) any capital dividend or life insurance capital dividend 
received on a share by the predecessor corporation 1s 
deemed to be a capital dividend or life insurance capital 
dividend, as the case may be, received on the share by the 
new corporation, and 


(iii) a share acquired by the new corporation from a pred- 
ecessor Corporation is deemed to have been owned by the 
new corporation throughout any period of time through- 
out which it was owned by a predecessor corporation; 
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The para. formerly read: 
(x) for the purposes of subsections 112(3) to (4.3), 


(i) any taxable dividend received on a share that was de- 
ductible from the predecessor corporation’s income for a 
taxation year under section 112 or subsection 138(6) 
shall be deemed to be a taxable dividend received on the 
share by the new corporation that was deductible from 
the new corporation’s income for a taxation year under 
section 112.or subsection 138(6), as the case may be, and 


(11) any capital dividend or life insurance capital dividend 
received on a share by the predecessor corporation shall 
be deemed to be a capital dividend or life insurance capi- 
tal dividend, as the case may be, received on the share by 
the new corporation; 


Pre-RSC History: Para. 87(2)(x) substituted by 1987, c. 46, sub- 
sec. 29(6), applicable with respect to amalgamations occurring after 
June 5, 1987. Para..87(2)(x) formerly read: 


(x) taxable dividends — for the purposes of subsections 
112(3) and (4), where a share owned by a predecessor corpo- 
ration has, by virtue of the amalgamation, been acquired by 
the new corporation any taxable dividend received on the 
share by the predecessor corporation that was deductible from 
the predecessor corporation’s income for a taxation year . 
under section 112 shall be deemed to be a taxable dividend 

_.feceived by the new corporation that was deductible from the 
new corporation’s income for a taxation year under section 
IiZ: 


Interpretation Bulletins: See list at end of s. 87. 


(y) contributed surplus — for the purposes ae 
subsections 84(1) and (10), the new corporation 
shall be deemed to be the same corporation as, 
and a continuation of, each predecessor 
corporation; 


History: Para. 87(2)(y) added by 1994; c. 7, Sch. IL (1991, c. 49), 
subsec. 65(6), applicable after July 13, 1990. 


Pre-RSC History [former 87(2)(y)]: Para. 87(2)(y) repealed by 
1984, c. 45, subsec. 27(3), applicable to 1985 et seg. Para. 87(2)(y) 
formerly read: 


(y) cumulative deduction account — for the purpose of 
computing the cumulative deduction account (within the 
meaning assigned by subsection 125(6)) of the new corpora- 
tion, the new corporation shall be deemed to have a taxation 
year immediately preceding its first taxation year and to have 
a cumulative deduction account at the end of that preceding 
year equal to the aggregate of all amounts each of which was 
a predecessor corporation’s cumulative deduction account 
immediately before the amalgamation and, with respect to 
such amounts, the new corporation shall be deemed to be the 
same corporation as, and a continuation of, each such prede- 
cessor corporation; 


Para. 87(2)(y) substituted by 1980-81-82-83, c. 140, subsec. 52(5), 
applicable to taxation years ending after 1982. Para. 87(2)(y) for- 
merly read: 


(y) for the purpose of computing the cumulative deduction 
account (within the meaning assigned by subsection 125(6)) 
of the new corporation, the new corporation shall be deemed 
to have a taxation year immediately preceding its. first: taxa- 
tion year and to have a cumulative deduction account at the 
end of that preceding year equal to the aggregate of amounts _ 
each of which was a predecessor corporation’s cumulative 
deduction account immediately before the amalgamation and 
for the purposes of subsection 125(12), the new corporation 
shall-be deemed to be the same corporation as, and a continu- 
ation of, each such predecessor corporation; : 


Para. 87(2)(y) substituted by 1979, c. 5, subsec. 28(3), applicable to 
1979 et seq., to add “and for the purposes of subsection 125(12), the 
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new corporation shall be deemed to be the same corporation as, and 
a continuation of, each such predecessor, corporation;” 


‘ (1) the tax payable under this Act by any 
predecessor corporation; 


Para. 87(2)(y) substituted by 1977-78, c. 1, subsec, 42(4), applicable Related Provisions: 88(1)(c.2) — Winding-up. 


when the first taxation year of a new corporation is the 1978 or any 
subsequent taxation year. Para. 87(2)(y) formerly read: 


Pre-RSC History: Para. 87(2)(z) substituted by! 1984, c. 45, sub- 
sec. 27(4), applicable to the computation of tax for 1984 et seq. 


(y) for the purpose of computing the cumulative deduction Para, 87(2)(z) formerly. read; 


account (within the meaning assigned by subsection reed 
of the new corporation 


(1) the new. corporation shall be deemed to have a cumu- 
lative deduction account at the end of a taxation year im- 
mediately preceding its first taxation year equal to the ag- 
gregate of amounts each of which was a predecessor 
corporation’s cumulative deduction account immediately 
before the amalgamation, and 


(11) at the end of any subsequent taxation year, there shall 
be added to the amount determined under paragraph 
125(6)(b) from which the aggregate of the amounts re- 
ferred to in subparagraphs (iii) and (iv) thereof is to be 
subtracted, the aggregate of amounts each of which is an 
amount in respect of a predecessor corporation, equal to 
the amount that would have been the predecessor corpo- 
ration’s cumulative deduction account immediately 
before the amalgamation if paragraph 125(6)(b) had been 
- read without reference to subparagraph (iv) thereof; 


Para. 87(2)(y) substituted by 1973-74, c. 14, subsec. 26(1), applica- 


(z) foreign tax carryover — for the purpose of computing, 
the foreign-tax carryover (within the meaning, assigned, by 
subsection 126(7)) of the new corporation for any taxation 
year, 


(i) the amount determined under paragraph 126(2)(a) in 
respect of the new corporation for a taxation year imme- 
diately preceding; its first taxation year in respect of a 
particular country, and 


(11) the business-income tax paid by the new corporation 
for a taxation year immediately preceding its. first taxa-. 
tion year in respect of businesses carried on by, it in that 
country, 


shall be deemed to be the aggregate of amounts each of ‘site 
is an amount-in respect of a predecessor corporation, equal to 
the amount that the predecessor corporation’s foreign-tax car- 
ryover in respect of that country would have been for its taxa- 
tion year immediately following its last taxation year if it had 
had. such a following taxation year; 


ble to 1972 et seq. Interpretation Bulletins: IT-520: Unused foreign. tax credits — 


(y:1) [Repealed] 


History: Para. 87(2)(y.1) repealed by 1998, c. 19, subsec. 117(7), 
applicable to taxes payable for taxation years that begin after 1986. 
The para. formerly read: 


(y.1) preferred-earnings amount — for the purpose of 
computing the preferred-earnings amount (within the mean- 
ing assigned by subsection 181(2)). of. the new corporation, 
there shall be added to. the new,corporation’s preferred-earn- 
ings amount at the end of its first taxation year the total of. all 
amounts each of which is the amount, if any, by which 


(i) a predecessor corporation’s preferred-earnings amount 
at the end of. its. last taxation. year 


exceeds 


(ii) the amount that would be determined under para- 
graph 181(2)(c) in respect of the predecessor corporation 


carryforward and carryback, See also list at end of s. 87. 


(z.1) capital dividend account — for the pur- 
poses of computing the ‘capital dividend account 
of the new corporation, it shall be deemed to be 
the same corporation as, and a continuation of, 
each predecessor corporation, other than a prede- 
cessor corporation: to. which. subsection. 83(2.1) 


would, if.a dividend,.were paid immediately 


before the: amalgamation and ‘an election were 
made under subsection 83(2) in respect of the full 
amount of that dividend; apply to deem any por- 
tion of the dividend to be paid by the predecessor 
corporation as a taxable dividend; 


Related Provisions: 88(1)(e.2) — Winding-up. 
History: Para. 87(2)(z.1) substituted by 1994, c. 7, Sch. I-(1991, c. 


for its last taxation year if the references in that para- 49), subsec. 65(7), applicable’ to-amalgamations occurring and 
graph to “the immediately preceding taxation year” and windings-up: beginning after July 13,1990, Para. 87(2)(z.1) for- 
“that year” were read as “the year’; merly read: 


Pre-RSC History: Para. 87(2)(y.1) added, by 1980-81-82-83, c. 
140, subsec. 52(S5), applicable to taxation years ending after 1982. 


Interpretation Bulletins: See list at end of s. 87: 


(z) foreign tax carryover — for the purposes 
of determining the new corporation’s unused for- 
eign tax credit (within the meaning of subsection 
126(7)) in respect of a country for any taxation 
year and determining the extent to which subsec- 
tion 126(2.3) applies to reduce the amount that 
may be claimed by the new corporation under 
paragraph 126(2)(a) in respect of an unused for- 
eign tax credit in respect of a country for a taxa- | 
tion year, the new corporation shall be deemed to 
be the same corporation as, and.a continuation of, 
each predecessor corporation, except that this 
paragraph shall in no respect affect ae determi- 
nation of 


(i) the fiscal period of the new corporation. or 
any of its predecessor corporations, or 
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(z.1) capital dividend account for the, purpose: of ¢com- 
puting at any particular time after the amalgamation the capi- 


_tal dividend account of a new corporation that has beén a pri- 


vate corporation continuously from the’ time of the 
amalgamation to ‘the particular time, there shall’ be added the®’ 


amount of the, capital dividend account, of, each predecessor 


corporation immediately before the amalgamation, except 
that the amount of the capital dividénd account of any prede- 
cessor corporation immediately before the amalgamation 
shall be deemed to be nil where, had a dividend been paid’ by 
the predecessor corporation immediately before the, amalga- 
mation and an election been made under subsection 83(2) in 


», respect of that dividend, subsection 83(2.1) would have. ap- 


plied to deem all or any portion of the dividend to be a taxa- 
ble dividend; 


Pre- RSC History: Para. 87(2)(z.1) substituted by 1988, c. 55, 
subsec. 60(9), applicable with respect to amalgamations and wind- 
ings-up occurring after 4 p.m. EDST, ee 25,1987 Para. 
87(2)(z.1) formerly read: 


(z.1) capital dividend account — for the purpose of com- 
puting, at any particular time after the amalgamation, the cap- 
ital dividend account or the life insurance capital dividend ac- 


S. 87(2)(z.D) 


count for a new corporation that has been a private 

corporation continuously from the time of the amalgamation 
to the particular time, there shall be added the amount of the 
capital dividend account or the life insurance capital dividend 
account, as the case may be, of each predecessor corporation 
immediately before the amalgamation; 


Para. 87(2)(z.1) substituted by 1980-81-82-83, c. 140, subsec. 52(6), 
applicable after June 28, 1982. Para. 87(2)(z.1) formerly ‘read: 


(z.1) for the purpose of computing, at any particular time af- 
ter the amalgamation, the capital dividend account for a new 
corporation that has been a private corporation continuously 
from the time of the amalgamation to the particular time, 
there shall be added the amount of the capital dividend ac- 
count of any predecessor corporation immediately before the 
amalgamation; 


Para. 87(2)(z.1) substituted by 1974-75-76, c. 26, subsec. 51(9), ap- 
plicable in respect of amalgamations occurring after May 6, 1974. 
Para. 87(2)(z.1) formerly read: 


(z.1) in the case of a new corporation that is a private corpo- 
ration, for the purposes of computing the capital dividend ac- 
count of the new corporation at any particular time, 


(i) '2 of the amount of any capital gain and '/ of the 
amount of any capital loss of any predecessor private cor- 
poration for any taxation year commencing after it last 
became a private corporation and ending after 1971 and 
either before or at the time of the amalgamation shall, in 
the case of a capital gain, be included, and in the case of 
a capital loss, be deducted, 


(ii) any amount that would, if the anjaoaiinion had not 
occurred but if any taxation year of a predecessor corpo- 
ration that would otherwise have ended next after the 
amalgamation had ended immediately before the amalga- 
mation, have been required by any of subparagraphs 
89(1)(b)(i1) to Gv) to ’be included in computing the prede- 
cessor corporation’s capital dividend account immedi- 
ately after the amalgamation shall be included, and 

(iii) any capital dividend that became payable by any 
predecessor corporation after it last became a private cor- 
poration and before the amalgamation shall be deducted; 


interpretation Bulletins: IT-66R6: Capital dividends. See also 
list at end of s. 87. 


(z.2) application of Part Ill — for the purposes 
of Part III, the new corporation shall be deemed 
to be the same corporation as, and a continuation 
of, each predecessor corporation; 
Related Provisions: 88(1)(e.2) — Winding-up. 
Pre-RSC History: Para. 87(2){z.2) added by 1988, c. 55, subsec. 
60(10), applicable to amalgamations occurring after April 1988. 
Interpretation Bulletins: See list at end of s. 87. 


(aa) refundable dividend tax on hand — 
where the new corporation was a private corpora- 
tion immediately after the amalgamation, for the 
purpose of computing the refundable dividend tax 
on hand (within the meaning assigned by subsec- 
tion 129(3)) of the new corporation: at the end of 
its first taxation year there shall be added to the 
total determined under subsection 129(3) in re- 
spect of the new corporation for the year the total 
of all amounts each of which is the amount, if 
any, by which the refundable dividend tax on 
hand of a predecessor corporation at the end of its 
last taxation year exceeds its dividend refund 
(within the meaning assigned by subsection 
129(1)) for its last taxation year, except that no 
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amount shall be added under this paragraph in re- 
spect of a predecessor corporation 


(i) that was not a private corporation at the 
end of its last taxation year, or 


(ii) where subsection 129(1.2) would have ap- 
plied to deem a dividend paid by the predeces- 
sor corporation immediately before the amal- 
gamation not to be a taxable dividend for the 
purpose of subsection 129(1); 
Related Provisions: 88(1)(e.2) — Winding- -up; 131(5) — Divi- 
dend refund to mutual fund corporation; 186(5) — Deemed private 


corporation. See additional Related provisions and Definitions at 
end of subsec. 87(9). 


History: Para. 87(2)(aa) amended by 1996, c. 21, subsec. 15(3), 
applicable to amalgamations that occur and windings-up that begin 
after June 1995. The para. formerly read: 


(aa) refundable dividend tax on hand — where the new 
corporation was a private corporation continuously from the 
time of the amalgamation until the time immediately after the 
beginning of any taxation year, for the purpose of computing 
the refundable dividend tax on hand (within the meaning as- 
signed by subsection 129(3)) of the new corporation at the 
end of that year there shall be added to the total determined 
under subsection 129(3) for that year, from which the total of 
amounts determined under paragraphs 129(3)(c) to (e) is sub- 
tracted, the total of all amounts each of which is the amount, 
if any, by which the refundable dividend tax on hand immedi- 
ately before the amalgamation of a predecessor corporation . 
that was a private corporation at that time exceeds its divi- 
dend refund (within the meaning assigned by subsection 
129(1)) for its taxation year ending at that time, except that 
no amount shall be so added in respect of a predecessor cor- 
poration where subsection 129(1.2) would have applied to 
deem a dividend paid by the predecessor corporation immedi- 
ately before the amalgamation not to be a taxable dividend 
for the purpose of subsection 129(1); 


Para. 87(2)(aa) amended by 1994, c. 7, Sch. VIH (1993, c. 24), sub- 
sec. 37(8), applicable to the computation of refundable dividend tax 
on hand (within the meaning assigned by subsec. :129(3) as 
amended) for 1993 et seg. Para. (aa) formerly read: 


(aa) refundable dividend tax on hand — in the case of a 
new corporation that. has been a private corporation continu- 
ously from the time of the amalgamation to the:end of any 
taxation year, for the purposes of computing the refundable 
dividend tax on hand (within the meaning assigned by sub- 
section 129(3)), of the new corporation at the end of the taxa- 
tion year, where a predecessor corporation had refundable 
dividend tax on hand immediately before the amalgamation; 
the amount by which the refundable dividend, tax.on,hand at 
that time exceeds any dividend refund (within the meaning 
assigned by subsection 129(1)) of the predecessor corporation 
for its taxation year ending immediately before the amalga- 
mation shall be added to the total determined under subsec- 
tion. 129(3). from which the new corporation’s dividend,re- 
funds are to be subtracted, except that the amount to be added 
to the total determined under subsection 129(3) shall be 
deemed to be nil where, had a dividend been paid by the 
predecessor corporation immediately before the amalgama- 
tion, subsection 129(1.2) would have applied to deem the div- 
idend not to be a taxable dividend; . 


Pre-RSC History: Para. 87(2)(aa) amended by 1988, 'c. 55, sub- 
sec. 60(11), to substitute “for the purposes of’ for “for the purpose 
of’ and:to add “except that the amount to be added to the aggregate 
determined under subsection 129(3) shall be deemed to. be nil 
where, had a dividend been paid by the predecessor corporation im- 
mediately before the amalgamation, subsection 129(1.2) would have 
applied to deem the dividend not to be a taxable dividend”, applica- 
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ble with respect to amalgamations and windings-up occurring after | of National Revenue in writing before 1993, to amalgamations oc- 
4 p.m. EDST, September 25, 1987. curring after 1986. Para. 87(2)(bb) formerly read:, » 


Para. 87(2)(aa) substituted -by 1974-75-76, c. 26, ‘subsec: 51(9), ap- 
plicable in respect of amalgamations occurring after May 6, 1974. 
Para. 87(2)(aa) formerly read: 


(aa) in the case of a new corporation that is.a private corpora- 
tion, for the purpose of computing the refundable dividend 
tax on hand (within the meaning assigned by subsection 
129(3)) of the new corporation at the end of any taxation 
year, where a predecessor corporation had refundable. divi- 
dend tax on hand immediately before the amalgamation, the 
amount by which the refundable dividend tax on hand at that 
time exceeds any dividend refund (within the meaning..as- 
signed by subsection 129(1)) of the predecessor corporation 
for its taxation year ending immediately before the amalga- 
mation shall be added to the aggregate determined under sub- 
section 129(3) from which the new corporation’s dividend re- 
funds are to be subtracted; 


Para. 87(2)(aa) substituted by 1973-74, c. 14, subsec, 26(2), applica- 
ble to 1972 et seq. 


Interpretation Bulletins: See list at end of s. 87. 


(bb) mutual fund and investment corpora- 
tions — where the new corporation is a mutual 
fund corporation or an investment corporation, 
there shall be added to 


(1) the amount determined under each of 
paragraphs (a) and (b) of the definition “capi- 
tal gains dividend account” in subsection 
131(6), and 


(ii) the values of A and B in the definition “re- 
fundable capital gains tax on hand” in that 
subsection 


in respect of the new corporation at any time the 
amounts so determined and the values of those 
factors immediately before the amalgamation in 
respect of each predecessor corporation that was, 
immediately before the amalgamation, a mutual 
fund corporation or an investment corporation; 


History: Para. 87(2)(bb) amended by 1998, c. 19, subsec. 117(8), 
applicable to amalgamations that occur after 1991 except that, for 
amalgamations that occurred after 1991 and before February 23, 
1994, subpara. 87(2)(bb)(1) shall be read as follows: 


(i) the amount determined under each of paragraphs (a) to (g) 
of the definition “capital gains dividend account” in subsec- 
tion 131(6), and 


The para. formerly read: 


(bb), mutual fund and investment corporations — where 
the new corporation is a mutual fund corporation or an invest- 
ment corporation, there shall be added to the amount deter- 
mined for each of A, B, C and D in the definition. “capital 
gains dividend account” and A and B in the definition “re- 
fundable capital gains tax on hand” in subsection 131(6) in 
respect of the new corporation at any time the amount so de- 
termined immediately before the amalgamation in respect of 
each predecessor corporation that was a mutual fund corpora- 
tion or an investment corporation; 


Para. 87(2)(bb) substituted by 1994, c. 7, Sch. IT (1991, c. 49), sub- 
sec. 65(8), applicable to amalgamations occurring after July 13, 
1990 and, where the corporation so elects by notifying the Minister 
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(bb) mutual fund corporation — in the case of a new corpo- 

ration that is a mutual fund corporation, 
(i) for the purpose of computing its capital gains dividend 
account at any time, where a predecessor mutual fund 
corporation had a capital gains dividend account immedi- 
ately before the amalgamation the amount thereof shall 
be added to the amount determined for A in the definition 
“capital gains dividend account” in subsection 131(6), 
and 
(ii) for the purpose of computing its refundable capital 
gains tax on hand at the end of any taxation year, where a 
predecessor mutual fund corporation had refundable cap- 
ital gains tax on hand immediately before the amalgama- 
tion the amount thereof shall be added to the amount de- 
termined for A in the definition “refundable capital gains 
[tax] on hand” in subsection 131(6); 


(bb.1) flow-through entities — where a prede- 
cessor corporation was, immediately before the 
amalgamation, an investment corporation, a 
mortgage investment corporation or a mutual 
fund corporation and the new corporation is an 
investment corporation, a mortgage investment 
corporation or a mutual fund corporation, as the 
case may be, for the purpose of section 39.1, the 
new corporation is deemed to be the same corpo- 
ration as, and a continuation of, the predecessor 
corporation; 


History: Para. 87(2)(bb.1) added by 1998, c. 19, subsec. 117(8), 
applicable to amalgamations that occur after 1993. 


(cc) non-resident-owned investment cor- 
poration —in the case of a new corporation 
that is a non-resident-owned investment corpora- 
tion, 


(i) for the purpose of computing its allowable 
refundable tax on hand (within the meaning 
assigned by subsection 133(9)) at any time, 
where a predecessor corporation had allowa- 
ble refundable tax on hand immediately 
before the amalgamation, the amount thereof 
shall be added to the total determined for A in 
the definition “allowable refundable tax on 
hand” in subsection 133(9), © 


(ii) for the purpose of computing its capital 
gains dividend account (within the meaning 
assigned by subsection 133(8)) at any time, 
where a. predecessor. corporation had. an 
amount in its capital gains dividend account 
immediately before the amalgamation, that 
amount shall be added to the amount deter- 
mined under paragraph (a) of the description 
of A in the definition “capital gains dividend 
account” in subsection 133(8), and 


(iii) for the purpose of computing its cumula- 
tive taxable income (within the meaning as- 
signed by subsection 133(9)) at any time, 
where a predecessor corporation had cumula- 
tive taxable income immediately before the 
amalgamation, the amount thereof shall be ad- 
ded to the total determined for A in the defini- 


S. 87(2)(cc)(ili) 


tion ‘“‘cumulative taxable income” in subsec- 


tion 133(9); 


Related Provisions: 88(1)(e.2) — Winding-up. 


Pre-RSC History: Para. 87(2)(cc) substituted by 1974-75-76, c. 
26, subsec. 51(10), applicable in respect of amalgamations occur- 
ring after 1971. 


Interpretation Bulletins: See list at end of s. 87. 


(dd), (ee) [Repealed under former Act] 


Pre-RSC History: Para. 87(2)(ee) repealed by 1984, c. 45, subsec. 
27(5) applicable to 1985 et seg. Para. 87(2)(ee) formerly read: 


(ee) preferred-rate amount — for the purpose of computing 
the preferred-rate amount (within the meaning assigned by 
subsection 190(2)) of the new corporation at any time, where 
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Pre-RSC History: Para. 87(2)(ii) added by 1973-74, c. 14, subsec. 
26(4), applicable to 1972 et seq. 


Interpretation Bulletins: See list at end of s. 87. 


(jj) interest on certain obligations — for the 
purposes of paragraph 81(1)(m), the new corpo- 
ration shall be deemed to be the same corporation 
as, and a continuation of, each predecessor 
corporation; 


interpretation Bulletins: See list at end of s. 87. 
(kk) disposition of shares of controlled 
corporation — for the purposes of paragraph 
40(2)(h), 


a predecessor corporation had a preferred-rate amount imme- 
diately before the amalgamation the amount thereof shall be 
added to the amount determined under subparagraph 
190(2)(b)(a); 
Para. 87(2)(ee) substituted for paras. 87(2)(dd), (ee) by 1973-74, c. 
14, subsec. 26(3), applicable to 1972 et seq. 


(ff)-(hh) [Repealed under former Act] 


Pre-RSC History [paras. 87(2)(ff), (gg), (hh)]: Paras. 87(2)(ff), 
(gg), (hh) repealed by 1977-78, c. 1, subsec. 42(5), applicable, as to 
paras. (ff), (gg), after March 31, 1977, and as to. para. (hh), after 
1978. Paras. (ff), (gg), (hh) formerly read: 


(1) where a corporation was controlled, di- 
rectly or indirectly in. any manner whatever, 
by a predecessor corporation immediately 
before the amalgamation and has, by reason of 
the amalgamation, become controlled, directly 
or indirectly in any manner whatever, by the 
new corporation, the new corporation shall be 
deemed to have acquired control of the corpo- 


‘ration so controlled at the time control ‘thereof 


(ff) application of Part Vil — for the purpose of section 192 
except subsection (11). thereof, where a corporation was con- 
trolled by a predecessor. corporation immediately before the 
amalgamation and has, by virtue of the amalgamation, be- 
come controlled by the new corporation, the new corporation 
shall be deemed to have acquired control of the corporation 
so controlled at the time control thereof was acquired by the 
predecessor corporation; 


(gg) designated surplus — for the purpose of computing 
the designated surplus of the new corporation at any particu- 
lar time, there shall be added to the aggregate of the amounts 
determined under subparagraphs 192(13)(a)(i) and (ii) or 
under subparagraphs 192(13)(b)(i) to (iii), as the case may be, 
the aggregate of amounts each of which is an amount in re- 
spect of a predecessor corporation, equal to 


(i) in any case where the predecessor corporation was, 
immediately before the amalgamation, controlled by a 
corporation that, immediately after the amalgamation and 
thereafter without interruption until the particular time, 
controlled the new corporation, its designated surplus im- 
mediately before the amalgamation, and 


(ii) in any other case, the amount that its designated sur- 
plus would have been immediately before the amalgama- 
tion if control of the predecessor corporation had been 
acquired by another corporation immediately before the 
amalgamation; 


(hh) 1971 undistributed income on hand — for the pur- 
pose of computing the 1971 undistributed income on hand of 
the new corporation at any time (except as that computation 
applies for the purpose of determining the designated. surplus 
of the new corporation at any time), where a predecessor cor- 
poration had 1971 undistributed income on hand immediately 
before the amalgamation the amount thereof shall be added to 
the aggregate of the amounts determined under paragraphs 
196(4)(a), (b) and (c); and 


was acquired by the pip deressats corporation, 
and 


(11) where a predecessor corporation was im- 

mediately before the amalgamation con- 
trolled, directly or indirectly in any manner 
whatever, by a corporation that, immediately 
after the amalgamation, controlled, directly or 
indirectly in any manner whatever, the new 
corporation, the new corporation shall be 
deemed to be the same corporation as, and a 
continuation of, each predecessor corporation; 


Related Provisions: 256(5. vaca Maes directly or indi- 
rectly — control in fact. 


Pre-RSC History: Para. 87(2)(kk) substituted by 1988) c.. 55, 
subsec. 60(12), applicable to taxation years commencing after 1988. 
Para. 87(2)(kk) formerly read: 


(kk) for the purposes of paragraph 40(2)(h), 


(i) where a corporation was controlled by: a predecessor 
corporation immediately before the amalgamation and 
has, by virtue of the amalgamation, become controlled by 
the new corporation, the new corporation =shall: be 
deemed to have acquired control of the corporation so 
controlled at the time control thereof was acquired by the 
predecessor corporation, and 


(ii) where a predecessor corporation was immediately 
before the amalgamation controlled by a corporation that, 
immediately after the amalgamation, controlled the new 
corporation, the new corporation shall be deemed to ‘be 
the same corporation as, and a continuation of, each eye 
ecessor corporation; 


Paras. 87(2)(jj), (kk) added by 1979, c.. 5; subsec. sah applicable 


(ii) public corporation — where a predecessor | to 1978 et seg. 


corporation was a public corporation immediately 
before the amalgamation, the new corporation 


Interpretation Bulletins: See list at end of s. 87. 


shall be deemed to have been a public corpora- (1l) para. 20(1)(n) and subpara. 40(1)(a)(iii) 
tion at the commencement of its first taxation amounts — notwithstanding any other provi- 


year; 


sion of this Act, where any property was disposed 
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of by a predecessor corporation, the new corpora- 
tion shall, in computing 


(i) the amount of any deduction under para- 
graph 20(1)(n) as a reserve in ‘respect of the 
property sold in the course of business, and 


(ii) the amount of its claim under subpara- 
graph 40(1)(a)(aii) or 44(1)(e)(iii) in respect of 
the disposition of the property, 


be deemed to be the same,corporation as, and a 
continuation of, the predecessor corporation; 


Related Provisions: 88(1)(e.2) — Winding-up. 


History: Subpara.. 87(2)(I)(ii) amended by 1994, c. 7, Sch. II 
(1991, c. 49), subsec. 65(9), to add reference to subpara. 
44(1)(e)(i11), applicable to amalgamations occurring and windings- 
up beginning after 1989. 


Pre-RSC History: Para. 87(2)(1l) added by 1980-81-82-83, c. 140, 
subsec. 52(7), applicable after November 12, 1981. 


(mm) idem — for the purposes‘of section 126.1, 
the new corporation shall be deemed to be the 
same corporation as, and a continuation of, each 
predecessor corporation; 


Related Provisions: 126.1(5)— UI premium tax credit — “spec- 
ified employer” defined. 


History: Para. 87(2)(mm) added by 1994, c. 8, subsec. 9(1), appli- 
cable to amalgamations occurring, and windings-up beginning, after 
19978; 


Pre-RSC History [former para. 87(2)(mm)]: Para. 87(2)(mm) 
repealed by 1985, c. 45, subsec. 42(5), applicable to 1984 et seq. 
Para. 87(2)(mm) formerly read: 


(mm). work jn progress — for the purpose of determining 
under subsection 10(6) whether a corporation has made an 
election under paragraph 34(1)(d), the new corporation shall 
be deemed to be the same corporation as, and a continuation 
of, each predecessor corporation; 


Para. 87(2) (mm) added by 1980-81-82-83, c. 140, subsec. 52(7), 
applicable with respect to amalgamations occurring after 1981. 


(nn) refundable Part VII tax on hand — for 
the purpose of computing the refundable Part VII 
tax on hand of the new corporation at the end of 
any taxation year, there shall be added to the total 
determined under paragraph 192(3)(a) the total of 
all amounts each of which is the amount, if any, 
by which 


(i) a predecessor corporation’s refundable Part 
VII tax on hand at the end of its last taxation 
year 


exceeds 


(11) the predecessor corporation’s Part VII re- 
fund for its last taxation year; 


Related Provisions: 88(1)(e.2) — Winding-up. 


Pre-RSC History: Para. 87(2)(nn) added by 1984, c. 1, subsec. 
38(4) applicable to 1983 et seq. 


S. 87(2)(00) 


Interpretation Bulletins: See list at end of s. 87:. 


(oo) investment tax credit — for the purpose 
of applying subsection 127(10.2) to-any corpora- 
tion, the new corporation is deemed to have had 


(1) a particular taxation year that 


(A) where it was associated with another 

corporation in the new corporation’s first 

taxation year, ended in the calendar year 

that precedes the calendar year in which 
~ that first year ends, and 


(B) in any other case, immediately pre- 
cedes that first year, and 


(11) taxable income for the particular year (de- 
termined before taking into consideration the 
specified future tax consequences for the par- 
ticular year) equal to the total of all amounts 
each of which. is a predecessor corporation’s 
taxable income for its taxation year that ended 
immediately before the amalgamation (deter- 
mined before taking into consideration the 
specified future tax consequences for that 
year); 
History: Para. 87(2)(00) amended by 1997, c..25, subsec. 18(2), 
applicable to amalgamations that occur after 1995, except that, for 
amalgamations that occur in 1996, the expression “any corporation” 
shall be read as “the new corporation”. For amalgamations that oc- 
cur after May 23, 1985 and before 1996, para. (00) shall be read 
without reference to the expression “paragraph 127.1(2)(a) and sub- 
paragraph 157(1)(b)(G)”. Para. (00) formerly read: 


(00) for the purposes of applying subsection 127(10.1), para- 
graph 127.1(2)(a)? and subparagraph 157(1)(b)(i) in respect 
of the first taxation year of the new corporation, the new cor- 
poration shall be deemed to have had a taxation year immedi- 
ately preceding its first taxation: year and to have had 


(i) taxable income for that preceding taxation year equal 
to the total of amounts each of which is the taxable in- 
come of.a predecessor corporation for its taxation year 
ending immediately before the amalgamation, and 


(11) a business limit for that preceding taxation year equal 
to the total of amounts each of which is the business limit 
of a predecessor corporation for its taxation year ending 
immediately before the amalgamation; 


Pre-RSC History: Para. 87(2)(00). added by 1985, c. 45, subsec. 
42(6), applicable with respect to amalgamations occurring after 
1983. 


Para. 87(2)(00) repealed by 1984, c. 45, subsec. 27(6), applicable to 
1984 et seg. Para (oo) formerly read: 


(oo) refundable Part VIII tax on hand — for the purpose of 
computing the refundable Part VIII tax on hand of the new 
, corporation at the end of any taxation year, there shall be ad- 
ded to the aggregate determined under paragraph 194(3)(a) 
the aggregate of all amounts each of which is the amount, if 
any, by which 
(i) a predecéssor corporation’s refundable Part VIII tax 
on hand at the end of its last taxation year 


exceeds 
(ii) the predecessor corporation’s Part VIII refund for its 
last taxation year. 


Para. 87(2)(00) added by 1984, c. 1, subsec. 38(4), applicable to 
1983 et seq. 


9 Sic. This refers. to an earlier version of subsec, 127.1(2), which is now the definition of “qualifying ‘corporation’ in that subsec. 
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S. 87(2)(00) 


Interpretation Bulletins: See list at end of s. 87. 


(oo.1) refundable investment tax credit and 
balance-due day — for the purpose of apply- 
ing subparagraph 157(1)(b)(i) and the definition 
“qualifying corporation” in subsection 127.1(2) 
to any corporation, the new corporation is 
deemed to have had 


(i) a particular taxation year that 


(A) where it was associated with another 
corporation in the new corporation’s first 
taxation year, ended in the calendar year 
that precedes the calendar year in which 
that first year ends, and 


(B) where clause (A) does not apply, im- 
mediately precedes that first year, 


(11) taxable income for the particular year (de- 
termined before taking into consideration the 
specified future tax consequences for the par- 
ticular year) equal to the total of all amounts 
each of which is a predecessor corporation’s 
taxable income for its taxation year that ended 
immediately before the amalgamation (deter- 
mined before taking into consideration the 
specified future tax consequences for that 
year), and 


(iii) a business limit for the particular year 
equal to the total of all amounts each of which 
is a predecessor corporation’s business ‘limit 
for its taxation year that ended immediately 
before the amalgamation; 


History: Para. 87(2)(00.1)-added by 1997, c. 25, subsec. 18(3), ap- 
plicable to amalgamations that occur after May 23, 1985, except 
that, 


(a) for amalgamations that occur before 1997, the expression 
“any corporation” shall be read as “the new corporation’; 


(b) for the purpose of applying para. (00.1) for the purpose of 
the definition “qualifying corporation” in subsec. 127.1(2), the 
business limits referred to in para. (00.1), for taxation years that 
ended after June 1994 and began before 1996, shall be deter- 
mined under s. 125 as that section read in its application to tax- 
ation years that ended before July 1994; and © 


(c) cl. (00.1)G)(A) does not apply 


(i) for the purpose of applying the definition “qualifying 
corporation” in subsec. 127,.1(2) to taxation years that en- 
ded before July 1994, and 


(ii) for the purpose of applying subpara. 157(1)(b)G) to tax- 
ation years that end before 1998. 


(pp) Cumulative offset account computa- 
tion — for the purpose of computing the cumula- 
tive offset account (within the meaning assigned 
by subsection 66.5(2)) of the new corporation at 
any time, there shall be added to the total other- 
wise determined under paragraph 66.5(2)(a) the 
total of all amounts each of which is the amount, 
if any, by which 


(1) a predecessor corporation’s cumulative off- 


set account at the end of its last taxation year 
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exceeds 


(ii) the amount deducted under subsection 
66.5(1) in computing the predecessor corpora- 
tion’s income for its last taxation year; 
Related Provisions: 88(1)(e.2) — Winding-up. 
Pre-RSC History: Para. 87(2)(pp) added by 1986, c. 2, s. 21, 
applicable to 1985 et seq. 
Interpretation Bulletins: See list at end of s. 87. 


(qq) continuation of corporation 
[investment tax credit] — for the purpose of 
computing the new corporation’s investment tax 
credit at the end of any taxation year, the new 
corporation is deemed to be the same corporation 
as, and a continuation of, each predecessor corpo- 
ration, except that this paragraph does not affect 
the determination of the fiscal period of any cor- 
poration or the tax payable by any predecessor 
corporation; 

Related Provisions: See additional Related provisions and Defi- 

nitions at-end of s. 87. 


History: Para.:87(2)(qq) amended by 1998, c. 19, subsec. 117(9), 
applicable to amalgamations that occur after April 26, 1995. The 
para. formerly read: 


(qq) continuation of corporation [investment tax credit] — 
for the purpose of computing the new corporation’s invest- 
ment tax credit and employment tax credit at the end of any 
taxation year, the new corporation shall be deemed to be the 
same corporation as, and a continuation of, each predecessor 
corporation; 


Pre-RSC History: Para. 87(2)(qq) added by 1986, c. 6, subsec. 
46(2), applicable with respect to amalgamations gee atts after 
May 23, 1985. 


Interpretation Bulletins: See list at end of s. 87. 


(rr) tax on taxable preferred shares — for 
the purposes of subsections 112(2.9), 191(4), and 
191.1(2) and (4), the new corporation. shall be 
deemed to be the same corporation as, and a con- 
tinuation of, each predecessor corporation; 


Related Provisions: 88(1)(e.2) — Winding-up. 


(ss) transferred liability for Part V1.1 tax — 
for the purposes of section 191.3, the new corpo- 
ration shall be deemed to be the same corporation 
as, and a continuation of, each predecessor 
corporation; 

Pre-RSC History: Paras. 87(2)(rr), (ss) added by 1988, c. 55, 


subsec. 60(13), applicable to amalgamations and windings- up oc- 
curring after June 18, 1987. 


(tt) livestock —inclusion of deferred 
amount — for the purposes of subsections 
80.3(3) and (5), the new corporation shall be 
deemed to be the same corporation as, and a con- 
tinuation of, each predecessor corporation; and 
Related Provisions: 88(1)(e.2) — Winding-up. 
Pre-RSC History: Para. 87(2)(tt) added by 1990, c. 39, subsec. 
19(2), applicable with respect to amalgamations occurring and 
windings-up commencing after 1987. 
(uu) fuel tax rebates — for the purposes of 
paragraph 12(1)(x.1), the description of D.1 in 
the definition “non-capital loss” im subsection 
111(8), and subsections 111(10) and (11), the 
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new corporation is deemed to be the same corpo- 
ration as, and a continuation of, each predecessor 
corporation, 

Related Provisions: 88(1)(e.2) — Winding-up. 

History: Para. 87(2)(uu) amended by 1997, c. 26, s.:83; i aa 

to 1997 et seq. Para. (uu) formerly read: 


(uu) for the purposes of paragraph 12(1)(x.1), the description 
of D.1 in the definition “non-capital loss” in subsection 
111(8), clause 111(10)(a)G)(B) and subsection 111(11), the 
new corporation shall be deemed to be the same corporation 
as, anda continuation of, each predecessor corporation. 


Para. 87(2)(uu) added by 1994,-c. 7, Sch. VE (1992, c. 29), s. 3, 
applicable to amalgamations occurring after 1991. ~ 


Interpretation Bulletins: See list at end of s. 87. 


(2.01) Application of subsec. 37.1(5) — The 
definitions in subsection 37.1(5) apply to subsection 
(2). 

Origin of subsec. 87(2.01): R.S.C. 1985, ¢. 1 (Sth Supp.) (for- 
merly contained in the opening words to ‘subsec. 37.1(5)). 


(2.1) Non-capital losses, etc., of predecessor 
corporations — Where there has been an amalga- 
mation of two or more corporations, for the purposes 
only of 


(a) determining the new corporation’s non-capital 
loss, net capital loss, restricted farm loss, farm 
loss or limited partnership loss, as the case may 
be, for any taxation year, and 


(b) determining the extent to which subsections 
111(3) to (5.4) and paragraph 149(10)(c) apply to 
restrict the deductibility by the new corporation 
of any non-capital loss, net capital loss, restricted 
farm loss, farm loss or limited partnership loss, as 
the case may be, 


the new corporation shall be deemed to be the same 
corporation as, and a continuation of, each predeces- 
sor. corporation, except that this subsection shall in 
no respect affect the determination of 


(c) the fiscal period of the new corporation or any 
of its predecessors, 


(d) the income of the new corporation or any of 
its predecessors, or 


(e) the taxable income of, or the tax payable 
under this Act by, any predecessor corporation, 


Related Provisions: 87(2)(a) — Taxation year-end; 87(2.11) — 
Losses, etc., on amalgamation with subsidiary wholly-owned corpo- 
ration; 256(7) — Where control deemed not acquired. See addi- 
tional Related provisions and Definitions at end of s. 87. 


History: Para. 87(2.1)(b) amended by 1998, c..19, subsec. 117(10), 
applicable to a corporation that becomes or ceases to be exempt 
from tax under Part I of the Act after April 26, 1995. The para. 
formerly read: 


(b) determining the extent to which subsections 111(3) to 
(5.4) and paragraph 149(10)(d) apply to restrict the deduct- 
ibility by the new corporation of any non-capital loss, net 
capital loss, restricted farm loss, farm loss or limited partner- 
ship loss, as the case may be, 
Pre-RSC History: Para. 87(2.1)(b) substituted by 1987, c. 46, 
subsec. 29(7), to add reference to paragraph 149(10)(d), applicable 
with respect to amalgamations occurring after June 5, 1987. 


S. 87(2.11) 


Paras. 87(2.1)(a) and.(b) amended by 1986, c..55,; subsec. 23(3), to 
substitute, in each, “restricted farm loss, farm loss or limited part- 
nership loss,” for “restricted farm loss or farm loss”, applicable after 
February 25, 1986. 


All that portion of subsec. 87(2.1) preceding para. (c) substituted by 
1984, c. 1, subsec, 38(5), applicable with respect to amalgamations 
occurring after December 31, 1982. That portion formerly read: 


(2.1). Non-capital losses and net capital losses of 
predecessor corporations — Where there has been an 
amalgamation of two or more corporations after March 31, 
1977, and one or more of the predecessor corporations had a 
non-capital loss or a net capital loss for any taxation year, any 
portion of which was not deductible by it in computing its 
taxable income for any taxation year, for the purposes only of 


(a) determining the new corporation’s non-capital loss or 
net capital loss, as the case may be, for any taxation year 
preceding any taxation year of the new corporation, and 


(b) determining the extent to which’ subsection 111(3), 
(4) or (5) applies to restrict the deductibility by the new 
corporation of any non-capital loss or net capital loss, as 
the case may be, 


the new corporation shall be deemed to, be the same corpora- 
tion.as, and a continuation of, each such predecessor corpora- 
tion, except that this subsection shall in no respect affect the 
determination of ; 


Subsec. 87(2.1) added by 1977-78, c. 1, subsec. 42(6), applicable to 
amalgamations and mergers occurring after March 31, 1977. 


Selected Cases [subsec. 87(2.1)]: Garage Montplaisir Ltée v. 
MNR, [1992] 2 C.T.C. 2700 (TCC) (Predecessor corporation’s busi- 
ness not carried on by corporation resulting from amalgamation; 
non-capital losses not deductible). 


Interpretation Bulletins: IT-302R3: Losses of a corporation — 
the effect that acquisitions of control, amalgamations, and wind- 
ings-up have on their deductibility — after January 15, 1987. See 
also list at end of s. 87. 


(2.11) Vertical amalgamations — Where a new 
corporation is formed by the amalgamation of a par- 
ticular corporation and one or more of its subsidiary 
wholly-owned corporations, the new corporation is 
deemed to be the same corporation as, and a continu- 
ation of, the particular corporation for the purposes 
of applying sections 111 and 126, subsections 127(5) 
to (26) and 181.1(4) to (7), Part IV and subsections 
190.1(3) to (6) in respect of the. particular 
corporation. 

Related Provisions: 87(1.4) — Definition of “subsidiary wholly- 
owned corporation”; 87(2.1) — Non-capital losses, etc., of prede- 


cessor corporations; 87(11)— Vertical amalgamation — effects; 
256(7) — Where control deemed not acquired. 


History: Subsec. 87(2.11) amended by 1998, c. 19, subsec. 
117(11), applicable to amalgamations that occur after April 26, 
1995. The subsec. formerly read: 


(2.11) Losses, etc., on amalgamation with subsidiary 
wholly-owned corporation — Where a new corporation is 
formed by the amalgamation of a particular corporation and 
one or more of its subsidiary wholly-owned corporations, the 
new corporation shall, for the purposes of applying section 
111 and Part IV in respect of the particular corporation, be 
deemed to be the same corporation as, and a continuation of, 
the particular corporation. 


Subsec. 87(2.11) added by 1994, c..7,; Sch. VII (1993, c. 24), sub- 
sec. 37(9), applicable to amalgamations occurring after 1989. 


1.T. Technical News: No. 3 (subsection 87(2.11)). 
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(2.2) Amalgamation of insurers — Where there 
has been an amalgamation and one or more of the 
predecessor corporations was an insurer, the new 
corporation is, notwithstanding subsection (2), 

deemed, for the purposes of paragraphs 12(1)(d), (e), 
(e.1), (i) and (s) and 20(1)(), (1.1), (p). and (jj) and 
20(7)(c), subsection 20(22), sections 138, 138.1, 

140, 142 and 148 and Part XII.3, to be the same cor- 
poration as, and a continuation of, each of those 
predecessor corporations. 


Related Provisions: See Related provisions and Definitions at 
end of's. 87. 


History: Subsec. 87(2.2) amended by 1997, c. 25, subsec. 18(4), 
applicable to amalgamations that occur after 1995. Subsec. (2.2) 
formerly read: 


(2.2) Amalgamation. of insurance corporations — Where 
there has been.an amalgamation of two or more corporations 
and one or more of the predecessor corporations was an in- 
surance corporation, the new corporation shall, notwithstand- 
ing subsection (2), be deemed, for the purposes of paragraphs 
12(1)(d), (e), G) and (s) and 20(1)(1), (2:1), (p) and Gj) and 
20(7)(c), sections 138, 138.1, 140, 142 and 148 and Part 
XII.3 of this Act and section 33 of the Income Tax Act, chap- 
ter 148 of the Revised Statutes of Canada, 1952, to be the 
same corporation as, and a continuation. of, each such prede- 
cessor corporation. 


Pre-RSC History: Subsec. $7(2. 2) substituted by -1988, .c.. 55; 
subsec. 60(14), applicable.to amalgamations occurring after Decem- 
ber; 15,. 1987. Subsec.. (2.2). formerly ,read: 


(2.2) Amalgamation of life insurance corporations — 
Where: there has. been an amalgamation of two-or ‘more: life 
insurance corporations after 1977, the new. corporation. shall 
be deemed, for purposes of section 138, to be the same corpo- 
ration as, and a continuation of, each predecessor corporation 
except that this subsection shall in no respect affect the deter 
mination of 


(a) the fiscal period of the new corporation or any of its’ 
predecessors; or 


(b) the taxable income of, or the tax payable under this 
Act by, any predecessor corporation. 


Subsec. 87(2.2) added by 1980-81-82-83, c. 48,-subsec. 47(3), ap- 
plicable to amalgamations. occurring after 1977: 


.T. Application Rules: 69 (meaning of “/ncome Tax Act, janeed 
148 of the Revised Statutes of Canada, 1952”). 


interpretation Bulletins: See list at end-of s..87. 


(3) Computation of paid-up capital — Subject 
to subsection (3.1), where there is an amalgamation 
or a merger of 2 or more Canadian corporations,-in 
computing at any particular time the paid-up capital 
in respect of any particular class of shares of the cap- 
ital stock of the new corporation, 


(a) there shall be deducted that proportion of the 
amount, if any, by which the paid-up capital, de- 
termined without reference to this subsection, in 
respect of ail the shares of the capital stock of the 
new corporation immediately after the amalga- 
mation or merger exceeds the total of all amounts 
each of which is the paid-up capital in respect of 
a share (except a share held by any other prede- 
cessor corporation) of the capital stock of a pred- 
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-ecessor corporation immediately before the amal- 
» gamation or merger, that 


(i) the paid-up capital, determined without ref- 
erence to this subsection, of the particular 
class of shares of the capital stock of the new 
corporation immediately after the amalgama- 
tion or Merger ol 


is of 


(ii) the paid-up capital, By pesos without 
reference to this subsection, in respect of all 
of the issued and outstanding shares of the 
capital stock of the. new corporation immedi- 
ately after the amalgamation or merger; .and 


(b) there shall be added. z an amount equal to. the 
lesser of 


(i) the amount, if any, by which 


(A) the total of all amounts each of which 
is an amount deemed by subsection 84(3), 

(4) or (4.1) to be a dividend on shares of 
“the particular class paid by the new corpo- 
ration before the particular time — 


exceeds 


(B) the total that would be determined 
under clause (A) if, this Act were read 
without reference to, paragraph (a), and 


(i1) the amount required by paragraph (a) to be 
deducted in computing the paid-up capital of 
shares of the particular class. 


Related Provisions: 87(3.1) — Election for 87(3) not to ‘apply. 
See additional Related provisions and Definitions at end of s, 87. 


History: That portion of subsec. 87(3) preceding para. (a) amended 
by 1994, c. 7, Sch. VIIL (1993, c. 24), subsec. 37(10), applicable to 
amalgamations occurring after 1990. That portion formerly read: 


(3) Computation of paid-up capital — Where there has 
been an amalgamation or a merger after March 31, 1977 of 
two or more Canadian corporations, in computing, at any par- 
ticular time the paid-up capital in respect of any particular 
class of shares of the capital stock of the new corporation 


Pre-RSC History: Cl. 87(3)(b)(i)(A) substituted by 1977-78, ¢. 
32, subsec. 22(3), applicable after April 10, 1978, to add reference 
to (4.1). 


Subsec. 87(3) substituted by 1977-78, c. 1, subsec. ase applicable 
to amalgamations and mergers occurring after March 1977. Subsec. 
87(3) formerly read: 


(3) Where share of predecessor SbiborICe owned by. 
another such corporation — Where there has been an amal- 
gamation of two or more corporations after 1971 and, imme- 
diately before the amalgamation, one of the predecessor cor- 
porations (in this subsection referred to as the “owner 
corporation”) owned any share of the capital stock of another 
of the predecessor corporations, the following rules apply: 
(a) for the purpose of computing the paid-up capital defi- 
ciency of the new corporation at any time, the amount, if 
any, by which the paid-up capital in respect of the share 
immediately before the amalgamation exceeds: the ad- 
justed cost base of the share to the owner corporation im- 
mediately before the amalgamation shall be added to the 
aggregate of the amounts. determined under subparagraph 
89(1)(d)(ii); and 


(b) for the purpose of computing the post-1971 undistrib- 
uted surplus on hand (within the meaning assigned: by 
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subsection 192(15)) of the new corporation at any time, 
the amount, if any, by which the adjusted cost base of the 
share to, the owner corporation immediately, before the 
amalgamation exceeds the paid-up capital in. respect of 
the share immediately before the amalgamation shall be 
added to the aggregate of the amounts determined under 
paragraphs 192(15)(a) to (d). 


Para. 87(3)(a) substituted by 1974-75-76, c. 26, subsec. 51(11), ap- 
plicable in respect of amalgamations occurring after May 6, 1974, 
to substitute “89(1)(d)(iii)” for “89(1)(d)(i) to (ivy. 


Interpretation Bulletins: See list at end of s. 87. 


(3.1) Election for non-application of subsec. 
(3) — Where, 


(a) there is an amalgamation of 2 or more 
corporations, 


(b) all of the issued shares, immediately before 
the amalgamation, of each class of shares (other 
than a class of shares all of the issued shares of 
which were cancelled: on the. amalgamation) of 
the capital stock of each predecessor corporation 
(in this subsection referred to as the “exchanged 
class’) are converted into all of the issued shares, 
immediately after the amalgamation, of a sepa- 
rate class of shares of the capital stock of the new 
corporation (in this subsection referred to as the 
“substituted class’), 


(c) immediately after the amalgamation, the num- 
ber of shareholders of each substituted class, the 
number of shares of each substituted class owned 
by each shareholder, the number of issued shares 
of each substituted class, the terms and conditions 
of each share of a substituted class, and the paid- 
up capital of each substituted class determined 
without reference to the provisions of this Act are 
identical to the number of shareholders of the ex- 
changed class from which the substituted class 
was converted, the number of shares of each such 
exchanged class owned by each shareholder, the 
number of issued shares of each such exchanged 
class, the terms and conditions of each share of 
such exchanged class, and the paid-up capital of 
each such exchanged class determined without 
reference to the provisions of this Act, respec- 
tively, immediately before the amalgamation, and 


(d) the new corporation elects in its return of in- 
come filed in accordance with section 150 for its 
first taxation year to have the provisions of this 
subsection apply, 


for the purpose of computing at any particular time 
the paid-up capital in respect of any particular class 
of shares of the capital stock of the new corporation, 


(e) subsection (3) does not apply in respect of the 
amalgamation, and 


(f) each substituted class shall be deemed to be 
the same as, and a continuation of, the exchanged 
class from which it was converted. _ 

History: Subsec. 87(3.1) added by 1994, c. 7, Sch. VIII (1993, c. 


24), subsec. 37(11), applicable to amalgamations occurring after 
1990, 
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(4) Shares of predecessor corporation — 
Where there has been an amalgamation of two or 
more corporations after May 6, 1974, each share- 
holder (except any predecessor corporation) who, 
immediately before the amalgamation, owned shares 
of the capital stock of a predecessor corporation (in 
this subsection referred to as the ‘‘old shares’) that 
were capital property to the shareholder and who re- 
ceived no consideration for the disposition of those 
shares on the amalgamation, other than shares of the 
capital stock of the new corporation (in this subsec- 
tion referred to as the “new shares’’), shall be 
deemed 


(a) to have disposed of the old shares for pro- 
ceeds. equal to the total of the adjusted cost bases 
to the shareholder of those shares immediately 
before the amalgamation, and 


(b) to have acquired the new shares of any partic- 
ular class of the capital stock of the new corpora- 
tion at a cost to the shareholder equal to that pro- 
portion of the proceeds described in paragraph (a) 
that ne 


(1) the fair market value, immediately after the 
amalgamation, of all new shares of that partic- 
ular class so acquired by the shareholder, 


is of 
(ii) the fair market value, immediately after 
the amalgamation, of all new shares so ac- 
quired by the shareholder, 


except that, where the fair market value of the old 
shares immediately before the amalgamation, ex- 
ceeds the fair market value of the new shares imme- 
diately after the amalgamation and it is reasonable to 
regard any portion of the excess (in this subsection 
referred to as the “gift portion’) as a benefit that the 
shareholder desired to have conferred on a person re- 
lated to the shareholder, the following rules apply: 


(c) the shareholder shall be deemed to have dis- 
posed of the old shares for proceeds of disposi- 
tion equal to the lesser of 


(1) the total of the adjusted cost bases to the 
shareholder, immediately before the amalga- 
mation, of the old shares and the gift portion, 
and | 


(ii) the fair market value of the old shares im- 
mediately before the amalgamation, 


(d) the shareholder’s capital loss from the. dispo- 
sition of the old shares shall be deemed to be nil, 


(e) the cost to the shareholder of any new shares 
of any class of the capital stock of the new corpo- 
ration acquired by the shareholder on the amalga- 
mation shall be deemed to be that proportion of 
the lesser of 
(i) the total of the adjusted cost bases to the 
shareholder, immediately before the amalga- 
mation, of the old shares, and 
(ii) the total of the fair market value, immedi- 
ately after the amalgamation, of all new shares 
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so acquired by the shareholder and the amount 
that, but for paragraph (d), would have been 
the shareholder’s capital loss from the disposi- 
tion of the old shares 


that 


(iii) the fair market value, immediately after 
the amalgamation, of the new shares of that 
class so acquired by the shareholder 


is of 
(iv) the fair market value, immediately after 


the amalgamation, of all new shares so ac- 
quired by the shareholder, 


and where the old shares were taxable Canadian 
property of the shareholder, the new shares shall be 
deemed to be taxable Canadian property of the 
shareholder. 


Related Provisions: 7(1.5) — Shares acquired through employee 
stock option; 53(4) — Effect on adjusted cost base of shares; 
87(5) — Option to acquire share of predecessor corporation ; 
87(8) — Merger of foreign affiliate; 87(9) — Rules applicable in re- 
spect of certain mergers; 95(2)(d) — Merger of foreign affiliate. See 
additional Related provisions and Definitions at end of s. 87. 


Pre-RSC History: All that portion of subsec..87(4) following 
subpara. (b)(ii) substituted by 1980-81-82-83, c. 48, subsec. 47(4), 
applicable to amalgamations occurring after December 11, 1979. 
That portion formerly read: ; 


and where the old shares were taxable’ Canadian property of 
the shareholder, the new shares shall be deemed to be taxable 
Canadian property of the shareholder. 


Subsec, 87(4) substituted by 1974-75-76, c. 26, subsec. 51(12), ap- 
plicable in respect of amalgamations occurring after May 6, 1974, 
Subsec, 87(4) formerly read: 


(4) Rules applicable for computing income of 
shareholder of predecessor corporation — Where there 
has been an amalgamation of two or more corporations after 
1971, for the purposes of computing the income of each 
shareholder (except any predecessor corporation) who owned 
one or more shares of the capital stock of a predecessor cor- 
poration immediately before the amalgamation, the following 
rules apply: 


(a) where the shareholder owned one or more preferred 
shares of any class of the capital stock of the predecessor 
corporation immediately before the amalgamation and re- 
ceived no consideration for the disposition of those 
shares on the amalgamation other than one or more pre- 
ferred shares of a class of the capital stock of the new 
corporation having substantially the same rights and con- 
ditions attaching thereto (determined without regard to 
any voting rights attaching to any shares) as attached to 
the shares of the predecessor corporation so disposed of 
by him, 
(i) the shareholder shall be deemed to have disposed 
of the preferred shares of the class of the capital 
stock of the predecessor corporation so disposed of 
by him on the amalgamation, for proceeds equal to 
the adjusted cost base to him of those shares immedi- 
ately before the amalgamation, and 


(ii) he shall be deemed to have acquired the preferred 
shares of the class of the capital stock of the new cor- 
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poration so acquired by him as consideration for the 


‘disposition of the preferred shares described in sub- 


paragraph (i), at a cost to him equal to the proceeds 
described in that subparagraph; and 


(b) where 


(i) the shareholder owned one or more common 
shares of the capital stock of the predecessor corpo- 
ration immediately before the amalgamation, 


(ii) none of the persons (except any predecessor cor- 
poration) who owned one or more of the common 
shares of the capital stock of the predecessor corpo- 
ration immediately before the amalgamation received 
any consideration for the disposition of those shares “ 
on the amalgamation, other than one or more shares - 
of the capital stock of the new corporation, and 
(iii) either 
(A) the persons (except any predecessor corpora- 
tion) who together owned all of the common 
shares of the capital stock of the predecessor cor- 
poration immediately before the amalgamation 
together received as consideration for the dispo- 
‘sition of those shares on the amalgamation, 
“either. » 


(I) not less than 25% of the shares of each 
particular‘class of the issued common shares 
of the capital stock of the new corporation 
immediately after the amalgamation, 


or 


(If) common: shares of the capital stock of — 

the new corporation to which are attached 

not less than 25% of all votes that could be 

cast for any and all purposes by holders of 
common shares of the new corporation im- 
mediately after the amalgamation and repre- 
senting not less than 25% of the fair market 
value of all common shares of the new cor- 
poration issued and outstanding at that time, 

or i 
.(B 
(I) the shareholder owned one or more of the 
common shares of the capital stock of one or 


. more other predecessor corporations. imme- 
diately before the amalgamation, and 


— 


in any case where 


(Il)-none of the persons (except any prede- 

. cessor corporation) who owned one or more 
of the common shares of the capital stock of 
such one or more other predecessor corpora- 
tions immediately before the amalgamation 
received any consideration for the disposi- 
tion of those shares on the amalgamation 
other than one or more shares of the capital 
stock of the new corporation, 


the shareholder received on the amalgamation, as 
consideration for the disposition of the common 
shares of the capital stock of the predecessor corpo- 
ration and of such one or more other predecessor cor- 
porations owned by him immediately before the 
amalgamation, not less than 80% of the shares of 
each particular class of the issued common shares of 
the capital stock of the new corporation yh ireare sed 


after the amalgamation, 


the shareholder 


(iv) shall be deemed to have disposed of the common 
shares of the capital stock of the predecessor corpo- 
ration so disposéd of by him on the amalgamation, 
for proceeds equal to the adjusted cost base to him of 
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those shares immediately before the amalgamation, 
and ; 

(v) shall be deemed to have acquired the shares of 
any particular class of the capital stock of the new 
corporation so acquired by him as consideration for 
the disposition of the common shares described -in 
subparagraph (iv), at a cost to him equal to that pro- 
portion of the proceeds described in subparagraph 
(iv) that 


(A) the fair market value immediately after the 
amalgamation, of all ‘shares of that particular 
class so acquired by him, 

is of 
(B) the fair market value, immediately after the 
amalgamation, of all of the shares of the capital 
stock of the new corporation so acquired by him 
as consideration for the disposition of the com- 
mon shares described in subparagraph (iv). 


Cl. 87(4)(b)Gii)(A) substituted by 1973-74, c. 30), subsec. 7(1), ap- 
plicable with respect to amalgamations that take place after May 29, 
1973. Cl. 87(4)(b)Gii)(A) formerly read: 


(A) the persons (except any predecessor corporation) who to- 
gether owned all of the common shares of the capital stock of 
the predecessor corporation immediately before the amalga- 
mation together received 'as consideration for the disposition 
of those shares on the amalgamation not less than 25% of the 
shares of each particular class of the issued common shares of 
the capital stock of the new corporation immediately after the 
amalgamation, 


Interpretation Bulletins: IT-113R: Benefits to employees — 
stock options. See also list at end of s. 87. . 


(4.1) Exchanged shares — For the purposes of 
the definition “term preferred share” in subsection 
248(1), where there has been an amalgamation of 
two or more corporations after November 16, 1978 
and a share of any class of the capital stock of the 
new corporation (in this subsection referred to as the 
“new share’) was issued in consideration for the dis- 
position of a share of any class of the capital stock of 
a predecessor corporation (in this subsection referred 
to as the “exchanged share”) and the terms and con- 
ditions of the new share were the same as, or sub- 
stantially the same as, the terms and conditions of 
the exchanged share, 


(a) the new share shall be deemed to have been 
issued at the time the exchanged share was 
issued; 


(b) if the exchanged share was issued under an 
agreement in writing, the new share shall be 
deemed to have been issued under that agree- 
ment; and 

(c) the new corporation shall be deemed to be the 
same corporation as, and a continuation of, each 
such predecessor corporation. 


Related Provisions: 87(9)(a.1) — Rules applicable in respect of 
certain mergers. See additional Related provisions and Definitions 
at end of s. 87. 


Pre-RSC History: Subsec. 87(4.1) added by 1979, c. 5, subsec. 
28(5). 


Interpretation Bulletins: See list at end of s. 87. 


(4.2) idem — Where there has been an amalgama- 
tion or merger of two or more corporations after No- 
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vember 27, 1986 and a share of any class of the capi- 
tal stock of the new corporation (in this subsection 
referred to as the “new share’) was issued to a share- 
holder in consideration for the disposition of a share 
by that shareholder of any class of the capital stock 
of a predecessor corporation (in this subsection re- 
ferred to as the “exchanged share”) and the terms 
and conditions of the new share were the same as, or 
substantially the same as, the terms and conditions of 
the exchanged share, for the purposes of applying 
the provisions of this subsection, subsections 
112(2.2) and (2.4), Parts IV.1 and VI.1, section 258 
and the definitions “grandfathered share”, “short- 
term preferred share’, “taxable preferred share” and 
“taxable RFI share” in subsection 248(1) to the new 
share, the following rules apply: 


(a) the new share shall be deemed to have been 
issued at the time the exchanged share was 
issued; 


(b) where the exchanged share was a share de- 
scribed in paragraph (a), (b), (c) or (d) of the defi- 
nition “grandfathered share” in subsection 
248(1), the new share shall be deemed to be the 
same share as the exchanged share for the pur- 
poses of that definition; 


_ (c) the new share shall be deemed to have been 
acquired by the shareholder at the time the. ex- 
changed share was acquired by the shareholder; 


(d) the new corporation shall be deemed to be the 
same corporation as, and a continuation of, each 
predecessor corporation; 


(e) an election made under subsection 191.2(1) 
by a predecessor corporation with respect to the 
class of shares of its capital stock to which the 
exchanged share belonged shall be deemed to be 
an. election made by the new corporation with re- 
spect to the class of shares of its capital stock to 
which the new share belongs; and 


(f) where the terms or conditions of the ex- 
changed share or an agreement in respect of the 
exchanged share specify an amount in respect of 
the exchanged share for the purposes. of subsec- 
tion 191(4) and an amount equal to the amount so 
specified in respect of the exchanged share is 
specified in respect of the new share for the pur- 
poses of subsection 191(4), 


(i) for the purposes of subparagraphs 
191(4)(d)G) and (e)G), the new share shall be 
deemed to have been issued for the same con- 
sideration as that for which the ‘exchanged 
share was issued and to have been issued for 
the purpose for which the exchanged share 
was issued, 


Gi) for the purposes of subparagraphs 
191(4)(d)(ii) and (e)(ii), the new share shall be 
deemed to be the same share as the exchanged 
share and to have been issued for the purpose 
for which the exchanged share was issued, 
and 
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(iii) where the shareholder received no consid- 
eration for the disposition of the exchanged 
share other than the new share, for the pur- 
poses of subsection 191(4), 


(A) in the case of an exchanged share to 
which subsection 191(4) applies because 
of paragraph 191(4)(a), the new share shall 
be deemed to have been issued for consid- 
eration having a fair market value equal to 
the consideration for which the exchanged 
share was issued, and 


(B) in the case of an exchanged share to 
which subsection 191(4) applies because 
of an event described in paragraph 
191(4)(b) or (c), the consideration for 
which the new share was issued shall be 
deemed to have a fair market value equal 
to the fair market value of the exchanged 
share immediately before the time ae 
event occurred. 


Related Provisions: 87(9)(a.1) — Rules applicable in respect of 
certain mergers. 


History: Para. 87(4.2)(f) added by 1994, c..7, Sch. II.(1991,.c. 49), 
subsec. 65(10), applicable to 1988 et seq. 


Pre-RSC History: Subsec. 87(4.2) added by 1988, c. 55, subsec. 
60(15), applicable to amalgamations and mergers occurring after 
November 27, 1986. 


Interpretation Bulletins: See list at end of s. 87. 


(4.3) Exchanged rights — Where there has been 
an amalgamation or merger of two or more corpora- 
tions after June 18, 1987 and a right listed on a pre- 
scribed stock exchange to acquire a share of any 
class of the capital stock of the new corporation (in 
this subsection referred to as the “new right’) was 
acquired by a shareholder in consideration for the 
disposition of a right described in paragraph (d) of 
the definition “grandfathered share” in subsection 
248(1) to acquire a share of any class of the capital 
stock of a predecessor corporation (in this subsection 
referred to as the “exchanged right’), the new right 
shall be deemed to be the same right as the ex- 
changed right for the purposes of paragraph (d) of 
the definition “grandfathered share”: in subsection 
248(1) where the terms and conditions of the new 
right were the same as, or substantially the same as, 
the terms and conditions of the exchanged right and 
the terms and conditions of the share receivable on 
an exercise of the new right were the same as, or 
substantially the same as, the terms and'conditions of 
the share that would have been received on an exer- 
cise of the exchanged right. 

Related Provisions: 87(9)(a.2) — Rules applicable in respect of 


certain mergers. See additional Related provisions and Definitions 
at end of s. 87. 


Pre-RSC History: Subsec. 87(4.3) added by 1988, c. 55, subsec. 
60(15),. applicable to amalgamations and mergers occurring after 
June 18, 1987, 


Regulations: 3200 (prescribed stock exchange). 
Interpretation Bulletins: See list at end of s. 87. 
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(4.4) Flow-through shares — Where 


(a) there is an amalgamation of two or more cor- 
porations each of which is a principal-business 
corporation (within the meaning assigned by sub- 
section 66(15)) or a corporation that at no time 
carried on business, 


(b) a predecessor corporation entered into an 
agreement with a person at a particular time for 
consideration given by the person to the prede- 
cessor corporation, 


(c) a share of the predecessor corporation 


(i) that was a flow-through share (in this sub- 
section having the meaning that would be as- 
signed by subsection 66(15) if the definition 
“flow-through share” in that subsection were 
read without reference to the portion after par- 
agraph (b) of that definition) was issued to the 
person before the amalgamation, or 


(ii) that would (if it were issued) be a flow- 
through share, was to be issued to the person 


for the consideration under the agreement, and 
(d) the new corporation 


(i) issues a share (in this subsection referred to 
as a “new share’’) of any class of its capital ~ 
stock on the amalgamation=to the person in 
consideration for the disposition of the flow- 
through share of the predecessor corporation 
and the terms and conditions of the new share 
are the same as, or substantially the same. as, 
the terms and conditions of the flow-through 
share, or 


(11) 1s obliged after the amalgamation to issue 
a new share of any class of its capital stock to 
the person under the obligation of the prede- 
cessor corporation to issue a flow-through 
share of the predecessor corporation to the 
person and the new share would not, if issued, 
be a prescribed share referred to in the defini- 
tion “flow-through share” in~ subsection 
- 66(15), 


for the purposes of subsection 66(12. 66) anid Part 
XII.6 and for the purposes of renouncing an amount 
under subsection 66(12.6), (12.601) or (12.62) [or 
(12.64), before 1999 — ed.] in respect of Canadian 
exploration, expenses. or Canadian development ex- 
penses [or Canadian oil and gas property expenses 
before 1999 — ed.] that would, but for the renuncia- 
tion, be incurred by the new corporation after the 
amalgamation, 


_ (e). the person shall Be deemed to have. given the 
consideration under the agreement to. the new 
corporation for the issue of the new share, 


(f) the agreement shall be deemed to have been 
entered into between the new compote and the 
person at the particular time, 


(g) the new share shall be deemed to be a flow- 
through share of the new corporation, and 
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(h) the new corporation shall be deemed to be the 
same corporation as, and a continuation of, the 
predecessor corporation. 


History: The portion of subsec. 87(4.4) between paras. (d) and (e) 
amended by 1997, c. 25, subsec. 18(5), applicable (as amended by 
1998, c. 19, s. 308, deemed to have come into force on April 25, 
1997) to. amalgamations that occur after 1995, except that the ex- 
pression “subsection 66(12.6), (12.601) or (12.62) in respect of Ca- 
nadian exploration expenses or Canadian development expenses” in 
subsection 87(4.4) of the Act, as enacted by subsection (5), shall be 
read as “subsection 66(12.6), (12.601), (12.62) or (12.64) in respect 
of Canadian exploration expenses, Canadian development expenses 
or Canadian oil and gas property expenses” in respect of amalgama- 
tions that occur before 1999. This portion formerly read: 


for the purpose of subsection 66(12.66) and for the purposes 
of renouncing an amount under subsection 66(12.6), (12.601), 
(12.62) or (12.64) in respect of Canadian exploration ex- 
penses, Canadian development expenses or Canadian oil and 
gas property expenses that would, but for the renunciation, be 
incurred by the new corporation after the amalgamation, 


That portion of subsec. 87(4.4) between paras. (d) and (e) amended 
by 1994, c. 8, subsec. 9(2), applicable to. amalgamations occurring 
after December 2,.1992. That portion. formerly read: 


for the purpose of subsection 66(12.66) and for the purpose of 
renouncing an amount ‘under subsection 66(12.6), (12.62) or 
(12.64) in respect of Canadian exploration expenses, Cana- 
dian development expenses or Canadian oil and gas property 
expenses that would, but for the renunciation, be incurred by 
the new corporation after the amalgamation, 


Subsec. 87(4.4) added ‘by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
65(11), applicable to amalgamations occurring after February 1986. 


(5) Options to acquire shares of predecessor 
corporation — Where there has been an amalga- 
mation of two. or more corporations after: May 6, 
1974, each taxpayer (except’any predecessor corpo- 


ration) who immediately before the amalgamation 


owned a capital property that was an option to ac- 
quire shares of the capital.stock of a predecessor cor- 
poration (in this subsection referred to. as the “old 
option”) and who received no consideration for the 
disposition of that option on the amalgamation, other 
than an option to acquire shares of the capital stock 
of the new corporation (in this subsection referred to 
as the “new option’), shall be deemed ~ 


(a) to have disposed of the old option for pro- 
ceeds equal to the adjusted cost base to the. tax- 
payer of that option immediately before the amal- 
gamation, and 


(b) to have acquired the. new option at_a cost to 
the taxpayer equal to the proceeds described in 
paragraph (a), 


and where the old option was taxable Canadian prop- 
erty of the taxpayer, the new option shall be deemed 
to be taxable Canadian property of the taxpayer. 


Related Provisions: 7(1.4)—Employee stock options; 
87(5.1) — Adjusted cost base of option; 87(9)(a.3) — Rules appli- 
cable in respect of certain mergers. See additional! Related provi- 
sions and Definitions at end of s. 87... 


S. 87(5.1) 


Pre-RSC History: Subsec. 87(5) substituted: by 1974-75-76, c. 26, 
subsec. 51(12), applicable in respect of amalgamations occurring af- 
ter May 6, 1974. Subsec. 87(5) formerly read: 


(5) Determination of percentages + Jig) determining atly of 
the percentages referred to in clause (4)(b)(iii)(A), the per- 
centage shall be deemed to be 


: (a) the percentage otherwise determined, 
plus 
(b) that Aropbrtion. of the percentage otherwise deter- 
mined that 


(1) the fair market value of the issued common shares 
of the capital stock of a particular predecessor corpo- 
ration owned by all other predecessor corporations 
immediately before the amalgamation 


is of 
(ii) the fair market value of the issued common 
shares of the capital stock of the particular predeces- 
sor corporation owned by all persons (except any 


- predecessor corporation) immediately before -the 
amalgamation. 


Subsec. 87(5) substituted by 1973-74, c. 30, subsec. 7(2), applicable 
with respect to amalgamations that take place after May 29, 1973. 


Subsec, 87(5). formerly read: 


(5) For the purposes of clause (4)(b)(11i)(A), the percentage of 

the shares of any particular class of the issued common shares 

of the capital stock of the new corporation immediately after 

the amalgamation received as described in that clause by the 

persons (except any predecessor corporation) who together 

owned all of the common shares of the capital stock of a par- 
_ ticular predecessor corporation shall be deemed to be 


(a) the percentage thereof otherwise determined, 
plus 

(b) that proportion of the percentage described in para- 

graph (a) that 
(i) the fair market value of the issued common shares 
of the capital stock of the particular predecessor cor- 

- poration owned by all other predecessor corporations 

immediately before the amalgamation 

is of 
(ii) the fair market value of the issued common 
shares of the capital stock of the particular predeces- 
sor corporation owned by all persons (except any 
predecessor corporation) immediately before the 
amalgamation. 


Interpretation Bulletins: See list at end of s. 87. 


(5.1) Adjusted cost base of option — Where 
the cost to a taxpayer of a new option is determined 
at any time under subsection (5), 


(a) there shall be deducted after that time in com- 
puting the adjusted cost base to the taxpayer of 
the new option the total of all amounts deducted 
under paragraph 53(2)(g.1) in computing, imme- 
diately before that time, the adjusted cost base to 
the taxpayer of the old option; and 


(b) the amount determined under paragraph (a) 
shall be added after that time in computing the 
adjusted cost base to the taxpayer of the new 
option. 
Related Provisions: 53(1)(q) — Addition to adjusted cost base 
for amount under. 87(5.1)(b); 53(2)(g.1) — Reduction in adjusted 
cost base under 87(5.1)(a); 80.03(2)(a) — Deemed gain on disposi- 
tion. following debt forgiveness, 
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History: Subsec. 87(5.1) added by 1995, c. 21, subsee. 30(3), ap- 
plicable to taxation years that end after February 21,1994. 


(6) Obligations of predecessor. corpora- 
tion — Notwithstanding subsection (7),.where there 
has been an amalgamation of two or more corpora- 
tions after May 6, 1974, each taxpayer (except any 
predecessor corporation) who, immediately before 
the amalgamation, owned a capital property that was 
a bond, debenture, mortgage, note or other similar 
obligation of a predecessor corporation (in this sub- 
section referred to as the “old property”) and who re- 
ceived no consideration for the disposition of the old 
property on the amalgamation other than a bond, de- 
benture, mortgage, note or other similar obligation 
respectively, of the new corporation (in this subsec- 
tion referred to as the “new property’’) shall, if the 
amount payable to the holder of the new property on 
its maturity is the same as the amount that would 
have been payable to the holder of the ee BROPHY 
on its. maturity, be deemed. 


(a) to have disposed of the old property £6 pro- 
ceeds equal to the adjusted cost base to the tax- 
payer of that property immediately before the 
amalgamation; and — 


(b) to have acquired the new ee at a cost to 
the taxpayer equal to the proceeds described in 
paragraph (a). 
Related Provisions: 80(2) wz Deemed settlement on amalgama- 
tion; 87(6. 1) — Adjusted cost base of property; 88(1)(€.2) — Appli- 
cation to winding-up. See additional Related provisions and Defini- 
tions at end of-s. 87. 


Pre-RSC History: Subsec. 87(6) substituted by 1974-75-16, c. 26, 
subsec. 51(12), applicable in respect of amalgamations occurring af- 
ter May 6, 1974. Subsec. 87(6) formerly read: 


(6) Canadian exploration.and development expenses — 
Where there has been an amalgamation of two or more corpo- 
rations after 1971 and the new corporation is a principal-busi- 
ness corporation within the meaning assigned by subsection 
66(15), there may be deducted by thenew corporation in 
computing its income for a taxation year the aggregate of the 
following amounts in respect of expenses incurred by prede- 
cessor corporations, namely, in respect of each individual 
predecessor corporation, the amount that is the lesser of 


(a) the aggregate of the Canadian exploration and dével- 
opment expenses (within the meaning assigned by sub- 
section 66(15)) incurred by the predecessor corporation 
to the extent that'such expenses 


(i) were not deductible by the new corporation in 
computing its income for a previous taxation year, 
and were not deductible by the predecessor corpora- 
tion in computing its income for its last taxation year 
or for a previous taxation year, and 

(ii) would, but for paragraph 66(1)(b), have been de- 
ductible by the predecessor corporation in computing 
its income for its last taxation year, and 


(b) of the aggregate determined under paragraph (a), an 
amount equal to such part of the income of the new. cor- 
poration for the year if no deduction were allowed under 
this section, section 65 or section 66 (minus any deduc- 
tions allowed for the year by sections 112 and 113) as 
may reasonably be regarded as attributable to the produe- 
tion of petroleum or natural gas from wells, or the pro- 
duction of minerals from mines, situated on property in 
Canada from which the predecessor corporation had, im- 
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mediately before the amalgamation, a right to take or re- 
move petroleum or natural gas or a right to take or re- 
move minerals; 


and no amount in respect of expenses of the predecessor cor- 
poration included in the aggregate determined under para- 
graph (a) shall, where subsection 192(15) is being applied to 
determine for the purposes of paragraph (2)(gg) of this sec- 
tion the designated surplus of the predecessor corporation im-: 
mediately before the amalgamation, be included in the 
amount or amounts deductible under any enol i of sub- 
section 192(15). 

I.T. Application Rules: 26(23) (where taxpayer owned the old 

property since before 1972). 

Interpretation Bulletins: See list at end of s. 87. 


(6.1) Adjusted cost base — Where the cost to a 
taxpayer of a particular property that is a bond, de- 
benture or note is determined at any time under sub- 
section (6) and the terms of the bond, debenture or 
note conferred upon the holder the right to exchange 
that bond, debenture or note for shares, 


(a) there shall be deducted after that time in com- 
puting the adjusted cost base to the taxpayer of 
the bond, debenture or note the total of all 
amounts deducted under paragraph 53(2)(g.1) in 
computing, immediately before that time, the ad- 
justed cost. base to the taxpayer of the property 
for which the particular property was paiianiped 
at that time; and 


(b) the amount determined under paragraph (a) in 

respect of the particular property shall be added 

after that time in computing the adjusted cost 

base to the taxpayer of the particular property. 
Related Provisions: 53(1)(q) — Addition to adjusted cost base 
for amount under 87(6.1)(b); 53(2)(g.1) — Reduction m adjusted’ 
cost base under 87(6.1)(a); 80.03(2)(a) — Deemed gain’ on disposi- 
tion following debt forgiveness. 


History: Subsec. 87(6.1) added by 1995, c. 21, subsec. 30(4), ap- 
plicable to taxation years that end after February 21, 1994, 


(7) [Obligations of predecessor corpora- 
tion] — Where there has been an amalgamation of 
two or more corporations after May 6, 1974 and © 


(a) a debt or other obligation of a predecessor 
corporation that was outstanding immediately 
before the amalgamation became a debt or other. 
obligation of the new corporation on the pe 
mation, and 


(b) the amount payable by the new corporation on 
the maturity of the debt or other obligation, as the 
case may be, is the same as the amount that 
would have been payable by the predecessor ( cor- 
poration on its maturity, 


the provisions of this Act 


(c) shall not apply in respect of the transfer of the 
debt or other obligation to the new corporation, 
and 


(d) shall apply as if the new corporation had in- 
curred or issued the debt or other obligation at the 
time it was incurred or issued by the predecessor 
corporation under the agreement made on the day 
on which the predecessor corporation made an 
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agreement’ under which the debt or other obliga- 
tion was issued, 


except that, for the: purposes of: the detinidbn “in- 
come bond” or “income debenture” “in subsection 
248(1), paragraph (d) shall not apply to any debt or 
other obligation of the new corporation unless the 
terms and conditions thereof immediately after the 
amalgamation, are the same.as, or substantially the 
same. as, the terms and conditions of the debt, or obli- 
gation that was an income bond or income debenture 
of the predecessor corporation immediately, before 
the amalgamation. ’ 

Related Provisions: 87(6) —- Obligations S sede aesig corpo- 


ration; 88(1)(e. 2) > Application to. winding-up. See additional Re- 
lated provisions and Definitions at end of s. 87. 


History: Para. 87(7)(a) amended by 1994, c. 7, Sch. Vill (1993, c. 
24), subsec. 37(12). Para. (a) formerly read: 


(a) a debt or other obligation of a predecessor Corporation, 
other than any such debt or other obligation owed to any 
other predecessor corporation, was outstanding immediately 
_ before the amalgamation and became a debt or other obliga- 

tion, as the case may be, of the. new corporation, on. the amal- 
gamation, and 

Pre-RSC. History: All that Dorie be subsec.. 87(7) following 

para.; (c) substituted by 1979, c. 5, subsec. 28(6). That portion for- 

merly read: 


-(d) shall apply, as if the new corporation had incurred or is- 
sued the debt or other obligation at the time it was incurred or 
issued by the predécessor cotporation. 


Subsec. 87(7) substituted by 1974-75-76, c. 26, subsec. 51(12), ap- 
plicable in respect of amalgamations eae after May 6, 1974. 
Subsec. 87(7) formerly read: 


(7) Foreign exploration and development expenses — 
Where there has been an amalgamation of two or:more corpo- 
rations after 1971, there may be deducted-by. the new corpora- 
tion in computing its income for a taxation year, the amount 
that would be deductible under. subsection (6), in computing 
its income for the year if . 

(a) the reference therein to “Canadian exploration and de- 

velopment expenses” were read as a reference to “foreign 

exploration and development expenses”, 

(b). the reference in subparagraph (a)(i1) thereof to “para- 

graph 66(1)(b)” were read as a reference to “paragraph 

66(4)(b)”, and _ . 

(c) the reference in paragraph (b) thereof to “in Canada” 

were read as a reference to “outside Canada”. 


Interpretation Bulletins: See list at end of s. 87. 


(8) Merger of foreign affiliate —- Where there has 
been a foreign merger in which the shares.owned by 
a taxpayer of the capital stock of a corporation that 
was a predecessor foreign corporation immediately 
before the merger were exchanged for or became 
shares of the capital stock of the new foreign corpo- 
ration, unless the taxpayer elects in the taxpayer’s re- 
turn of income under this Part for the taxation year in 
which the foreign merger took place not to have the 
provisions of this section apply, subsection (4) ap- 
plies to the taxpayer as if the references therein to 
'(a) “amalgamation” were read ‘as “foreign 
merger’; 


(b) “predecessor corporation” were read as “pred- 
ecessor foreign corporation”’; 


S. 87(8.1)(c) 


(c) “new corporation” were read as “new foreign 
corporation’; and 


‘(d) “May 6, 1974” were read as “November 123 
Peg 


Related Provisions: 87(8.1) — Definition of “foreign merger”. 
See additional Related provisions and Definitions at-end of s, 87. 


Pre-RSC History: Subsec. 87(8) substituted by 1980-81-82-83, c. 
140, subsec. 52(8), applicable with respect to foreign mergers oc- 
curring after November 12, 1981, Subsec. 87(8) formerly read: 


(8) Where there has been a merger of a foreign affiliate of a 
taxpayer (in this subsection referred to as a “predecessor affil- 
iate”) and one or more other corporations to form one corpo- 
rate entity (in this subsection referred to as a “new affiliate’’) 
that, immediately after the merger, is a foreign affiliate of the 
taxpayer and such merger:is not as a result of the acquisition 
of property of one corporation by another corporation, pursu- 
ant to the purchase of such property, by the other corporation, 
or as a result of the distribution of such property to another 
corporation upon the winding-up of the predecessor affiliate, 
subsection (4) i gga to the taxpayer as if the references 
~ therein to 

(a) “amalgamation” were read as “merger”; 

(b) * ‘predecessor corporation” were read as “predecessor 

affiliate”; 

(c) “new corporation” were read as “new affiliate”; and 

(d) “May 6, 1974” were read as “1971”. 


Subsec. 87(8) added by 1974-75-76, c. 26, subsec. 51(12), cL 
ble in respect of mergers occurring after 1971. 


Interpretation Bulletins: See list at end of s. 87. 


(8.1) Definition of “foreign merger” — For the 
purposes of this section, “foreign merger’ means a 
merger or combination of two or more corporations 
each of which was, immediately before the merger 
or combination, resident in a country other than Can- 
ada (each-of which is in this section referred to as a 
“predecessor foreign corporation’) to form one cor- 
porate entity resident in the country in which all the 
predecessor: foreign corporations were resident (in 
this section referred to as the “new piel corpora- 
tion’) in such manner that 


(a) all or substantially all the property (except 
amounts receivable from any predecessor foreign 
corporation or shares of the capital stock of any 
predecessor foreign corporation) of the predeces- 
sor foreign corporations immediately before. the 
merger or.combination becomes property of the 
new. foreign. corporation.by virtue of the merger 
or. combination, 


(b) all or substantially all ihe liabilities (except 
amounts payable to any predecessor foreign cor- 
poration) of the predecessor foreign corporations 
immediately before the merger or combination 
become liabilities of the new foreign corporation 
by. virtue of the merger, or combination, and 


(cy all or substantially all the shares of the capital 
stock of the predecessor foreign corporations (ex- 
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cept any such shares owned by any predecessor 
foreign corporation) are exchanged for or become 
shares of the capital stock of the new foreign cor- 
poration by virtue of the merger or combination, 


otherwise than as a result of the distribution of prop- 
erty to one corporation on the winding-up of another 
corporation. 


Related Provisions: See Related provisions and Definitions at 
end of s. 87. 


Pre-RSC History: Opening words referred to “this section and 
section 95”. See now subsec. 95(4.1). 


Subsec. 87(8.1) added by 1980-81-82-83, c. 140, subsec. 52(8), ap- 
plicable with respect to foreign mergers occurring after November 
12; 1981. 


Interpretation Bulletins: See list at end of s, 87. 


(9) Rules applicable in respect of certain 
mergers [triangular amalgamation] — Where 
there has been a merger of two or more taxable Ca- 
nadian corporations to form a new corporation that 
was controlled, immediately after the merger, by a 
taxable Canadian corporation (in this subsection re- 
ferred to as the “parent’’) and, on the merger, shares 
of the capital stock of the parent (in this subsection 
referred to as “parent shares’) were issued by the 
parent to persons who were, immediately before the 
merger, shareholders of a predecessor corporation, 
the following rules apply: 


(a) for the purposes of paragraph (1)(c), subsec- 
tion (4) and the Income Tax Application Rules, 
any parent shares received by a shareholder of a 
predecessor corporation shall be deemed to be 
shares of the capital stock of the new corporation 
received by the shareholder by virtue of the 
merger; 


(a.1) for the purposes of subsections (4.1) and 
(4.2), a parent share issued to a shareholder in 
consideration for the disposition of a share of a 
class of the capital stock of a predecessor corpo- 
ration shall be deemed to be a share of a class of 
the capital stock of the new corporation that was 
issued in consideration for the disposition of »a 
share of a class of the capital stock of a predeces- 
sor corporation by that shareholder; 


(a.2) for the purposes of subsection (4.3), a right 
listed on a prescribed stock exchange to acquire a 
share of a class of the capital stock of the parent 
shall be deemed to be a right listed on a pre- 
scribed stock exchange to acquire a share of a 
class of the capital stock of the new corporation; 


(a.3) for the purpose of applying subsection (5) in 
respect of the merger, the reference in that sub- 
section to “the new corporation” shall be read as 
a reference to “the parent’; 


(a.4) for the purpose of paragraph (c), any shares 
of the new corporation acquired by the. parent on 
the merger shall be deemed to be new shares; 
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(a.5) for the purpose of applying subsection (10) 
in respect of the merger, 


(i) the reference in paragraph (10)(b) to “the 
new corporation” shall be read as a reference 
to “the new corporation or the parent, within 
the meaning assigned by subsection (9)”, and 
(ii) the references in paragraphs (10)(c): and 
(f) to “the new corporation” shall be read as 
references to “the public corporation de- 
scribed in paragraph (b)”’. 
(b) in computing, at any particular time, the paid- 
up capital in respect of any particular class of 
shares of the capital stock of the parent that in- 
cluded parent shares immediately after the 
merger 


(i) there shall be deducted that proportion of 
the amount, if any, by which the paid-up capi- 
tal, determined without reference to this para- 
graph, in respect of all the shares of the capital 
stock of the parent immediately after the 
merger exceeds the total of all amounts each 
of which is the paid-up capital in respect of a 
share of the capital stock of the parent or a 
predecessor corporation (other than any share 
of a predecessor corporation owned by the | 
parent or by another predecessor corporation 
and any share of a predecessor corporation 
owned by a shareholder other than the parent 
or another predecessor corporation that was 
not exchanged on the merger for parent 
shares) immediately before the merger that 
(A) the paid-up capital, determined with- 
out reference to this paragraph, in respect 
of that particular class of shares of the cap- 
ital stock of the parent immediately after 
the merger 
is of 
(B) the paid-up capital, determined without 
reference to this paragraph, in respect of 
all the issued and outstanding shares of the 
classes of the capital stock. of the parent 
that included parent shares immediately af- 
ter the merger, and 


(i1) there shall be added an amount equal to 
the lesser of 3 
(A) the amount, if any, by which 
(I) the total of all amounts each of 
which is an amount deemed by subsec- 
tion 84(3), (4) or (4.1) to be a dividend 
on shares of the particular class paid by. 
the parent before the particular time 
exceeds 
(II) the total that would be determined 
under subclause (1) if this Act were 
read without reference to subparagraph 
(i), and 
(B) the amount required by subparagraph 
(1) to be deducted in computing the paid- 
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up capital of chaos of ‘the mareicaelat class; 
‘and © 


(c) notwithstanding wig ses (4)(b), the parent 

shall be deemed to have: acquired the new shares 

of any particular class of the capital stock of the 
_ hew corporation ata cost equal to, the total of 


(i) the amount otherwise determined under 
paragraph (4)(b) to be the cost of those shares, 
and =e 
(1) in any case oi the parent ovprrety im- 
mediately after the merger, all of the issued | 
shares of the capital stock of the new os 
tion, such portion of 


(A) the amount, if any, by which 


(1) the amount by which the total of the 
money on hand of the new corporation 
‘and all amounts each of which is the 
cost amount to the new corporation of a 
property owned by it, immediately after 
the merger, exceeds the total of all 
amounts each of which is the amount of 
any debt owing by the new corporation, 
‘or of any other obligation of the new 
corporation to, pay any amount, that 
was. outstanding immediately after the 
merger, 


exceeds 


(II) the total of the adjusted baxt Hise 
to the parent of all shares of the capital 
stock of éach predecessor corporation 

_ beneficially owned by it pnatedtatedy 
before the merger 


as is designated by the parent in respect of the 
shares of that particular class in its return of 
income under this Part for its taxation year in 
which the merger occurred, except that 


Related Provisions: 88(4) — Amalgamation deemed hot to’ be 
(B) in no case shall the amount so desig- | acquisition.of control, See additional Related provisions and Defini- 
nated in respect of the shares of a particu- | “ons atend of s. 87... 
lar class exceed the amount, if any, by | History: Para. 87(9)(a.5 ) added: by 1998, c. 19, subsec.:117(12), 
which the total fair market value, immedi- applicable to amalgamations that occur after April.26, 1995. except 
ately after the merger, of the shares of that | ‘bat. in its application to amalgamations that occurred before 1998, 


particular:class issued by virtue of the | Pé,87)@,>) shall be read. as follows: 


merger exceeds the cost of those shares to (a.5) for the purpose of applying subsection (10) in respect of 
the parent determined without reference to | ,_, he merger. Esa ) 
this paragraph, and . (i), any share issued by the parent ,on the merger is 


deemed to have been issued by the new corporation, and 


(C) in no case: shall the total of the 
amounts so designated in respect of’ the 
shares of each class of the capital stock of 
the new corporation exceed the amount de- 
termined under clause (A). 


(ii) the reference in paragraph (10)(f) to “the new, corpo- 
ration” shall be read as a reference to “the corporation 
that issued the share”; 


Paras. 87(9)(a.3) and (a.4) ) added by. 1994, .c..7, Sch. VHT'(1993,c. 
24), subsec. 37(13), applicable to amalgamations and mergers oc- 
curring after December 20, 1991. 

Paras. 87(9)(a.1), (a.2) added by 1994, c..7, Sch. If (1991, c. 49); 
subsec. 65(12), applicable to amalgamations and mergers occurring 
after 1986. 

Pre-RSC History: Subsec. 87(9) added by 1979, ¢. 5, subsec. 
28(7), applicable in respect of amalgamations occurring after No- 
vember 16, 1978. 

Regulations: 3200 (prescribed stock exchange). 
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(10) Share deemed listed — Where 


(a) a new corporation is formed as a result of an 
amalgamation, 


(b) the new corporation is a public corporation, 
(c) the new corporation issues a share (in this 


subsection referred to as the “new share’) of its | 


capital stock, 


(d) the new share is issued in exchange for a 
share (in this subsection referred to as the “old 
share”) of the capital stock of a predecessor 
corporation, 


(e) immediately before the amalgamation, the old 
share was listed on a prescribed stock exchange, 
and 


(f) the new share is redeemed, acquired or can- 
celled by the new corporation within 60 days af- 
ter the amalgamation, 


the new share is deemed, for the purposes of subsec- 
tions 115(1) and 116(6) and the definitions “quali- 
fied investment” in subsections 146(1) and 146.3(1) 
and in section 204, to be listed on the exchange until 
the earliest time at which it is so redeemed, acquired 
or cancelled. — | 

History: Subsec. 87(10) added by 1998, c. 19, subsec. 117(13), ap- 
plicable to amalgamations that occur after April 26, 1995 except 


that, in its application to amalgamations that occurred before July 
1996, subsec. 87(10) shall be read without reference to para. (b). 


Regulations: 3200, 3201 (prescribed stock exchanges; expected to 
be amended to cover 87(10)). 


(11) Vertical amalgamations — Where at any 
time there is an amalgamation of a corporation (in 
this subsection referred to as the “parent’) and one 
or more other corporations (each of which in this 
subsection is referred to as the “subsidiary’’) each of 
which is a subsidiary wholly-owned corporation of 
the parent, 


(a) the shares of the subsidiary are deemed to 
have been disposed of by the parent immediately 
before the amalgamation for proceeds equal ‘to 
the proceeds that would be determined under par- 
agraph 88(1)(b) if subsections 88(1) and (1.7) ap- 
plied, with any modifications that the circum- 
stances require, to the amalgamation; and 


(b) the cost to the new corporation of each capital 
property of the subsidiary acquired on the amal- 
gamation is deemed to be the amount that would 
have been the cost to the parent of the property if 
the property had been distributed at that time to 
the parent on a winding-up of the subsidiary and 
subsections 88(1) and (1.7) had applied to the 
winding-up. 

Related Provisions: 87(2.11)— Vertical amalgamation — car- 

ryback of. losses; 87(9)(a.5)— Application on_ triangular 

amalgamation. 


History: Subsec. 87(11) added by 1998, c. 19, subsec..117(13), 
subject to subsec. 117(27) of 1998, c. 19, applicable to amalgama- 
tions that occur after 1994, and for the purpose of para. 87(11)(b), 
any designation by a new corporation of an amount under para. 
88(1)(d) that is filed with the Minister of National Revenue before 
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October 1998 is deemed to have been made by the new corporation 
in its return of income under Part I of the Act for its first taxation 
year. 


1998, c. 19, subsec. 117(27), provides: 


(27) Where the new corporation formed on an amalgamation 
that occurred before June 20, 1996 so elects in writing, filed 
with the Minister of National Revenue with the return of in- 
come under Part I of the Act for the parent’s taxation year 
that ended immediately before the amalgamation, or within 
90 days after any assessment or reassessment of tax payable 
under that Part for the year, subsection 87(11) of the Act, as 
enacted by subsection. (13), does not apply..to the 
amalgamation. 


Related Provisions [s. 87]: 66.7 — Resource taxation — suc- 
cessor corporation rules; 89(1)“Canadian corporation” — Whether 
amalgamated corporation is a Canadian corporation; 128.2 — Pred- 
ecessor corporations take on residence status of amalgamated cor- 
poration; 134 — Status of non-resident-owned investment corpora- 
tion for purposes of s. 87; 142.6(5), (6) — Acquisition of specified 
debt obligation by financial institution in rollover transaction; 
251(3.1), (3.2) — Amalgamated corporation — whether related to 
predecessor. ' 


Definitions [s. 87]: “adjusted cost base” — 54, 248(1); “amalga- 
mation” — 87(1); “amount” — 248(1); “business” — 248(1); “busi- 
ness limit” — 125(2)-(5.1), 248(1); “calendar year” — Interpreta- 
tion Act 37(1)(a); “Canada” — 255; “Canadian corporation” — 
89(1), 248(1); “Canadian development expense” — 66.2(5), 248(1); 
“Canadian exploration expense” — 66.1(6), 248(1); “Canadian oil 
and gas property expense” — 66.4(5), 248(1); “capital dividend” — 
83(2), 248(1); “capital gain’, “capital loss” — 39(1), 248(1); “capi- 
tal property” — 54, 248(1); “carrying on business” — 253; “cash 
method” — 248(1); “class of shares” — 248(6); “common 
share” — 248(1); “controlled directly. or indirectly” — 256(5.1); 
“corporation” — 248(1), Interpretation Act 35(1); “cost amount” — 
248(1); “cumulative eligible capital” — 14(5), 248(1); “depreciable 
property” — 13(21), 248(1); “dividend” — 248(1); “eligible capital 
amount” — 14(1), 248(1); “eligible capital expenditure” — 14(5), 
248(1); “eligible capital property” — 54, 248(1); “employment” 
248(1); “farming” — 248(1); “farm loss” — 111(8), 248(1); “finan- 
cial institution” — 87(1.5), 142.2(1); “fiscal period” — 249(2)(b), 
249.1; “flow-through share” — 66(15), 87(4.4), 248(1); “foreign af- 
filiate’” — 95(1), 248(1); “foreign merger” — 87(8.1); “former busi- 
ness property”, “grandfathered share”, “income bond”, “insurance 
corporation”, “insurer”, “inventory” — 248(1); “investment corpo- 
ration” — 130(3), 248(1); “investment tax credit” — 127(9), 
248(1); “lending asset” — 248(1); “life insurance capital divi- 
dend” — 83(2.1), 248(1); “life insurance corporation”, “limited 
partnership loss” — 248(1); “mark-to-market property” — 87(1.5), 
142.2(1); “mineral” — 248(1); “mutual fund corporation” — 
131(8), 248(1); “net capital loss” — 111(8), 248(1); “new corpora- 
tion” — 87(1); “non-capital loss” — 111(8), 248(1); “paid-up capi- 
tal” — 89(1), 248(1); “person” — 248(1); “predecessor corpora- 
tion” — 87(1); “preferred share”, “prescribed” — 248(1); “private 
corporation” — 89(1), 248(1); “property” — 248(1); “public corpo- 
ration” — 89(1), 248(1); “qualified expenditure” — 37.1(5), 
87(2.01); “regulation” — 248(1); “research property” — 37.1(5), 
87(2.01); “restricted farm loss” — 31, 248(1); “share”, “share- 
holder”, “short-term preferred share’ — 248(1); “specified debt ob- 
ligation” — 87(1.5), 142.2(1); “specified future tax conse- 
quence” — 248(1); “subsidiary wholly-owned corporation” — 
87(1.4), 248(1); “tax payable” — 248(2); “taxable Canadian corpo- 
ration” — 89(1), 248(1); “taxable Canadian property” — 115(1)(b), 
248(1); “taxable dividend” — 89(1), 248(1); “taxable income” 
2(2), 248(1); “taxable preferred share”, “taxable RFI share” — 
248(1); “taxation year” — 87(2)(a), 249; “taxpayer”, “term pre- 
ferred share” — 248(1); “writing” — Interpretation Act 35(1). 


I.T. Application Rules [s. 87]: 20(1.2), 26(21)—-(23), 34(4), (7), 
58(3.3). 
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Interpretation Bulletins [s. 87]: IT-52R4: Income bonds and 
income debentures; IT-121R3: Election to capitalize cost of bor- 
rowed money; IT-151R4: Scientific research and experimental de- 
velopment expenditures; IT-243R4: Dividend refund to private cor- 
porations; IT-315: Interest expense incurred for the purpose of 
winding-up or amalgamation; IT-474R: Amalgamations of Cana- 
dian corporations; IT-488R2: Winding-up of 90%-owned taxable 
Canadian corporations. 


Information Circulars [s. 87]: 88-2, para. 20: General anti- 
avoidance rule — section 245 of the Income Tax Act. 


88. (1) Winding-up — Where a taxable Canadian 
corporation (in this subsection referred to as the 
“subsidiary’) has been wound up after May 6, 1974 
and not less than 90% of the issued shares of each 
class of the capital stock of the subsidiary were, im- 
mediately before the winding-up, owned by another 
taxable Canadian corporation (in this subsection re- 
ferred to as the “parent’’) and all of the shares of the 
subsidiary that were not owned by the parent imme- 
diately before the winding-up were owned at that 
time by persons with whom the parent was dealing at 
arm’s length, notwithstanding any other provision of 
this Act other than subsection OHA the following 
rules apply: 

Related Provisions: See at end of subsec. 88(1). 


(a) subject to paragraphs (a.1) and (a.3), each 
property (other than an interest in a partnership) 
of the subsidiary that was distributed to the parent 
on the winding-up shall be deemed to have been 
disposed of by the subsidiary for proceeds equal 
to 


(i) in the case of a Canadian resource prop- 
erty, a foreign resource property or a right to 
receive production (as defined in subsection 
18.1(1)) to which a matchable expenditure (as 
defined in subsection 18.1(1)) relates, nil, and 


(ii) [Repealed] 
(iii) in the case of any other property, the cost 


amount to the subsidiary of the property im- 
mediately before the winding-up; 


Related Provisions: 53(4) — Effect on adjusted cost base of | 


share or trust interest. 


History: Subpara. 88(1)(a)(i) amended by 1998, c. 19, subsec. 
118(1), applicable after November 17, 1996. The subpara. formerly 
read: 


(1) in the case of a Canadian resource property or foreign re- 
source property, nil, and 


The opening words of para. 88(1)(a) amended by 1995, c. 21, sub- 
sec. 55(1), applicable to windings-up that begin after February 22, 
1994. The opening words formerly read: 


(a) subject to paragraph (a.1), each property (other than an 
interest in a partnership) of the subsidiary that was distributed 
to the parent on the winding-up shall be deemed to have been 
disposed of by the subsidiary for proceeds equal to, 


Subpara. 88(1)(a)(ii) repealed by 1994, c. 7, Sch. VIII (1993, c. 24), 
subsec. 38(1), applicable to distributions of property on the wind- 
ing-up of a subsidiary in a taxation year of the subsidiary beginning 
after June 1988. Subpara. 88(1)(a)(ii) formerly read: 


(11) in the case of any eligible capital property, an amount 
equal to-4/; of the cost amount to the subsidiary of that prop- 
erty immediately before the winding-up, and 
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Subpara. 88(1)(a)(ii) amended by 1994, c. 7, Sch. II (1991, ¢::49), 
subsec. 66(1), to substitute ““/s of’ for “twice”, applicable to distri- 
butions of property on the winding-up of a subsidiary in a taxation 
year of the subsidiary beginning after June 1988. . 


Pre-RSC History: See end of subsec. 88(1). 


Selected Cases [para. 88(1)(a)]: Mara Properties Ltd. v. Can- 
ada, [1996] 2 .C.T.C. 54 (SCC) (Property: retained its character as 
inventory. upon rollover). 
Interpretation Bulletins: IT-259R2: Exchanges of property. 
Advance Tax Ruling: ATR-67: Increase-in the cost of property 
on the winding-up of a wholly-owned: subsidiary. 
(a.1) each property of the subsidiary that was dis- 
tributed to the parent on the winding-up shall, for 
the purpose of paragraph .(2.1)(b) or (e), be 
deemed not to have been disposed of; 
(a.2) each interest of the subsidiary in a partner- 
ship that was distributed to the parent on the 
winding-up shall, except for the purpose of para- 
graph 98(5)(g), be deemed not to have been dis- 
posed of by the subsidiary; 
History: Para. 88(1)(a.2).amended by 1994, c. 7, Sch. II (1991, c. 
49), subsec.. 66(2), to add “, except for the purpose of paragraph 


98(5)(g),” applicable to windings-up beginning after January 15, 
1987. 


(a.3) where 


(i) the subsidiary was a financial institution in 
its taxation year.in. which its assets were dis- 
tributed to the parent on the winding up, and 


(11) the parent was a financial institution in its 
taxation year in which it received the assets of 
the subsidiary on the winding up, 


each specified debt obligation (other than a mark- 
to-market property) of the subsidiary that. was 
distributed to the parent on the winding-up shall, 
except, for the purpose of. subsection 69(11), be 
deemed not to have been disposed of, and for the 
purpose of this paragraph, “financial institution’, 
“mark-to-market property” and “specified debt 
obligation” have the meanings Shap by sub- 
section 142.2(1); 

Related Provisions: Reg. 8103(3) — Mark-to-market — transi- 

tion inclusion; Reg. 9204(2) — Residual portion of specified debt 

obligation. 

History: Para. 88(1)(a.3) added by 1995, c..21, subsec. 55(2), ap- 

plicable to windings-up that begin after February 22, 1994. 
(b) the shares of the capital stock of the subsidi- 
ary owned by the parent immediately before the 
winding-up shall be deemed to have been dis- 
posed of by the parent on the winding-up for pro- 
ceeds equal to the greater of 


(1) the lesser of the paid-up capital in respect 
of those shares immediately before the wind- 
ing-up and the amount determined Der sub- 
paragraph (d)(i), and 

(ii) the total of all amounts each of which is an 
amount in respect of any share of the capital 
stock of the subsidiary so disposed of by the 
parent on the winding-up, equal to the ad- 
justed cost base to the parent of the share im- 
mediately before the winding-up; 


S. 88(1)(b) 


Related Provisions: 80.01(5)— Determination of proceeds of 
disposition of distress preferred share to subsidiary; 80.03(1), 
(3)(a)(i) — Capital gain where para. 88(1)(b) applies to share on 
disposition following debt forgiveness; 87(11)— Application to 
vertical amalgamation. See additional Related provisions at end,-of 
88(1). 


(c) subject to paragraph 87(2)(e.3) (as modified 
by paragraph (e.2)), and notwithstanding para- 
graph 87(2)(e.1) (as. modified by paragraph 
(e.2)), the cost to the parent of each property. of 
the subsidiary distributed to the parent on the 
winding- “up shall. be deemed to be 


(i) 1 in the case of a property that is an interest 


in a partnership, the amount that but for this 
paragraph would be the cost to the parent of 
the property, and 


(ii) in any other case, the amount, if any, by 


which 


(A) the amount that would, but for subsec- 
tion 69(11), be deemed by paragraph (a) to 


be the proceeds of disposition of the 


property 
exceeds 


(B) any reduction of the Cost amount to the 


subsidiary of the property made because of 
section 80 on the winding-up, 


plus, where the property was a capital ‘property 
(other than an ineligible property) of the subsidi- 
ary at the time that the parent last acquired con- 


trol of the subsidiary and was owned by the sub- | 


sidiary thereafter without interruption until such 
time as it was distributed to the parent on the 
winding-up, the amount determined under para- 
‘graph (d) in respect of the property and, for the 
purposes of this paragraph, “ineligible property” 
means eg 


(111) depreciable properee 


(iv) property transferred to the parent on the 
winding-up where the transfer is part of a dis- 
tribution (within the meaning assigned by sub- 
section 55(1)) made in the course of a reor- 
ganization in which a dividend was received 
to which subsection 55(2) would, but for para- 


graph 55(3)(b), apply, 


(v) property acquired by the subsidiary from 
the parent or from any person or partnership 
that was not (otherwise than because of a right 
referred to in paragraph 251(5)(b)), dealing at 
arm’s length with the parent, or any other 
property acquired by the subsidiary in substi- 
tution for it, where the acquisition was part of 
the series of transactions or events in which 
the parent last acquired control of the subsidi- 


ary, and 


(vi) property distributed to the parent on the 
winding-up where, as part of: the series of 
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transactions ‘or events that includes the wind- 
ing-up, 
(A) the parent acquired control of the, sub- 
sidiary, and 
~ (B) any property distributed to the parent 
on the winding-up or any. other property 
acquired by any person in. substitution 
therefor is acquired by 


(1) a particular person (other than a 
. specified person) that,-at,any time dur- 
ing the course of the series. and before 
control of the subsidiary was. last. ac- 
quired. by. the parent, was a specified 
shareholder of the subsidiary; | 


(Il) 2.or more persons (other than spec- 
ified persons), if a particular person 
would have been; at any time during 
the course of the series and before con- 
trol of the subsidiary was last acquired 
by the parent, a specified shareholder 

_ of the’ subsidiary if’all the shares: that 

. were then owned: by those’2 or more 
persons were owned at that time see the 
particular person, or». 


» (ID a corporation Apo shan a speci- 
fied person) | 


1. of which-a particular person re- 
ferred to in subclause (I) is, at any 
time during the course of the series 
and after control of the subsidiary 
was last acquired by the parent, a 
specified shareholder, or» = 


2. of which a particular person 
would be, at any time during the 
course of the series and after control 
of the subsidiary was last acquired 
by. the, parent, a specified share- 
holder if all the shares then owned 
by persons (other than specified per- 
sons) referred to in subclause (dq) 
and acquired by those persons as 
part of the series were owned at that 
| _ time by the particular person; 
Related Provisions: 88(1)(c.2) — Specified person. for 
88(1)(c)(vi); 88(1)(c.3) — Property acquired in substitution, for 
purpose of 88(1)(c)(vi)(B); 88(1)(c.4) — Extended meaning of de- 
preciable property; 88(1)(d.2) — When taxpayer last acquired con- 
trol; 88(1)(d.3) — Where control acquired because of death; 
88(1.7) — Where ‘parent did not deal at arm’s length; 88(4) — 
Amalgamation deemed not to be acquisition of control; 248(10) — 
Series of transactions or events; 256(7)—(9).— Whether control ac- 
quired. See. additional Related provisions at.end-of 88(1). 


History: Subpara: 88(1)(c)(v) amended: by 1998, c¢: 19, subsec. 
118(2), applicable to windings-up that begin ‘after 1996:°The sub- 
para. formerly: read: 


(v) property transferred to the sibbsidiaryy by the ERBEt c or’ “ag 
any person or partnership that was: not, otherwise than be- 
cause of a right referred to in paragraph 251(5)(b), ene: at 
arm’s. length with the parent, and 


The portion of subpara: 88(1)(c)(vi) before subél: (By) and sub- 
subcl. 88(1)(c)(vi)(B)(H1)2 amended by 1998, \c. 19; subsecs?118(3) 
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and (4), that portion before subcl. (B)(I) applicable to windings-up 
that begin after June 20, 1996, other than windings-up that are part 
of an arrangement that was substantially advanced, as evidenced in 
writing, before June 21, 1996, and sub-subcl. 88(1)(c)(vi)(B)(IID)2 
applicable to windings-up that begin after November 1994. That 
portion and sub-subcl. formerly read: 


(vi) property disposed of by the parent as part of the series of 
transactions or events that includes the winding-up where, as 
part of the series, 


(A) the parent acquired control of the subsidiary, and 


(B) the property or any other property acquired by any 
person in substitution therefor is acquired by 


2. of which a particular person would be, at any time during 
the course of the series and after control of the subsidiary was 
last acquired by the parent, a specified shareholder if all the 
shares then owned by persons (other than specified persons) 
referred to in subclause (II) were owned at that time by the 
particular person; 


The opening words of para. 88(1)(c) amended by 1995,:¢.,,.21,,sub- 
sec. 55(3), applicable to windings-up that begin after February 22, 
1994. The opening words formerly read: 


(c) notwithstanding the reference to paragraph 87(2)(e.1) in 
paragraph (e.2), the cost to the parent of each property of the 
subsidiary distributed to the parent on the winding-up shall be 
deemed to be 


Cl. 88(1)(c)Gi)(B) amended by 1995, or ZY, Sursae applicable to 
windings-up that begin after July 13, 1990. Cl. (B) formerly read: 


(B) any reduction of the cost amount to the subsidiary of the 
property made because of i paragraph 80(1)(b) on'the winding- 
©) up, 
That portion of para. 88(1)(c) after cl. (1i)(B) amended by 1995, c. 
3, subsec. 24(1), applicable to windings-up that begin after February 
.21, 1994 except that, in its application to a winding-up. that begins 
after February. 21, 1994 and before December 1994, cl. 
88(1)(c)(v1)(B) shall be read as follows: 


_(B).the property or any other property acquired by any person 
in substitution therefor is acquired by 


(1) a particular person (other than a specified person) that, 
at any time during the course of the series and before 
control of the subsidiary was last acquired by the parent, 
was a specified shareholder of the subsidiary, or 


(II) any person (other than a specified person) that at any 
time during the course of the series did not deal at arm’s 
length with a particular person (other ‘than a specified 
person) referred to in subclause:(I); 


That portion of para. 88(1)(c) formerly read: 


plus, where the property was a capital property (other than 
depreciable property) owned by the subsidiary at the time that 

_ the parent last acquired control of the subsidiary and thereaf- 
ter without interruption until such time as it was distributed to 
the parent on the winding-up, the amount determined under 
paragraph (d) in respect thereof; 


Cl. 88(1)(c)@i)(A) amended by 1994, c. 7, Sch. VIII (1993, c. 24), 
subsec. 38(2), applicable to windings-up beginning after December 
20, 1991. Cl. (c)(ii)(A) formerly read: 


(A) the amount deemed by paragraph (a) to be the proceeds 
of disposition of the property 


Subpara. 88(1)(c)(i) substituted by 1994, c. 7, Sch. IL (1991, c. 49), 
subsec. 66(3), applicable to windings-up beginning after July 13, 
1990. Subpara. 88(1)(c)(i) formerly read: 


(i1) in any other case, the amount deemed by paragraph (a) to 
be the proceeds of disposition of the property, 


S. 88(1)(¢.2)(ii)(C) 


Pre-RSC History: See end of subsec. 88(1)- 


Advance Tax Ruling: ATR-67: Increase in the cost of property 
on the winding-up of a wholly-owned subsidiary. 


(c.1) for the purpose of determining after the 
winding-up the amount to be included under par- 
-agraph 14(1)(b) in computing the parent’s income 
in respect of the business carried on by the sub- 
sidiary immediately. before the winding-up, there 
shall be added to the amount otherwise deter- 
mined for Q in the definition “‘cumulative eligible 
capital” in subsection 14(5) the amount, if any, 
determined for Q in that definition in respect of 
that business: immediately before the disposition; 


History: Para. 88(1)(c.1) added by 1994, c. 7, Sch: VIII (1993, c. 
24), subsec. 38(3), applicable to distributions of property on the 
winding-up of a subsidiary in a taxation year of the subsidiary be- 
ginning after June 1988. 


(c.2) for the purposes of this paragraph and sub- 
paragraph (c)(v1), 


(i) “specified person” at any time means the 
parent and each person that would, if this Act 
were read without reference to paragraph 
251(5)(b), be related to the parent at that time 
and, for this purpose, a person shall be 
deemed not to be related to the parent where it 
can reasonably be considered that one of the 
main purposes of one or more transactions or 
events was to cause the person to be related to 
the parent so as to prevent a property that was 

~ distributed to the parent on the winding-up 
from being an ineligible property for the pur- 
pose of paragraph (c), — 


- (ii) where at any time a property is owned or 
acquired by a partnership or a trust, 


(A) the partnership or the trust, as the case 
may be, shall be deemed to be a person 
that is a corporation having one class of is- 
sued shares, which shares have full voting 
rights under all circumstances, 


(B) each member of the partnership or 
beneficiary under the trust, as the case may 
be, shall be deemed to own at that time the 
proportion of the number of issued shares 
of the capital stock of the corporation that 


(1) the fair market value at that time of 
that-member’s interest in. the. partner- 
ship or that beneficiary’s interest in the 
trust, as the case may be, 


is of 


(II) the fair market value at that time of 
all the members’ interests in the part- 
nership or beneficiaries’ interests in the 
trust, as the case may be, and 


(C) the property. shall be deemed to have 
been owned or acquired at that time by the 
corporation, and 
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(iii) in determining whether a person is a spec- 
ified shareholder of a corporation, 


(A) the reference in the definition “speci- 
fied shareholder” in subsection 248(1) to 
“or of any other corporation that is related 
to the corporation” shall be read as “or of 
any other corporation that is related to the 
corporation and that has a significant direct 
or indirect interest in any issued shares of 
the capital stock of the corporation’, and 


(B) a corporation is deemed not to be a 
specified shareholder of itself; 


History: Subpara. 88(1)(c.2)(i11). added by 1998, c. 19,:subsec. 
118(5), applicable to windings-up that begin after November 1994. 


Para. 88(1)(c.2) added by 1995, c. 3, subsec. 24(2), applicable to 
winding-ups that begin after February 21, 1994. 


(c.3) for the purpose of clause (c)(vi)(B), prop- 
erty acquired by any person in substitution for 
particular property or properties distributed to the 
parent on the winding-up includes 


(1) property (other than a specified property) 
owned by the person at any time after the ac- 
quisition of control referred to in clause 
(c)(vi)(A) the fair market value of which is, at 
that time, wholly or partly attributable to the 
particular property or properties, and 


(i1) property owned by the person at any time 
after the acquisition of control referred to in 
clause (c)(vi)(A) the fair market value of 
which is, at that time, determinable primarily 
by reference to the fair market value of, or to 
any proceeds from a disposition of, the partic- 
ular property or properties 


but does not include 
(ili) money, 


(iv) property that was not owned by the per- 
son at any time after the acquisition of control 
referred to in clause (c)(vi)(A), or 


(v) property described in subparagraph (i) if 
the only reason the property is described in 
that subparagraph is because a specified prop- 
erty described in any of subparagraphs (c.4)(i) 
to (iv) was received as consideration for the 
acquisition of a share of the capital stock of 
the subsidiary in the circumstances described 
in subparagraphs (c.4)(i) to (iv); 


Related Provisions: 88(1)(c.4)— Meaning of specified prop- 
erty; 88(1)(c.6) — Where control acquired by way of articles of ar- 
rangement; 88(1)(c.7) — Extended meaning of depreciable prop- 
erty; 256(7)-(9) — Whether control acquired. 


History: Para. 88(1)(c.3) added by 1998, c. 19, subsec. 118(6), ap- 
plicable to windings-up that begin after February 21, 1994 except 
that, in its application to windings-up that began before June 21, 
1996 and to windings-up that begin.after June 20, 1996 that are part 
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of an arrangement that was substantially advanced, as evidenced in 
writing, before June 21, 1996, the para. shall be read as follows: 


(c.3) for the purpose of clause (c)(vi)(B), property acquired 
by any person in substitution for particular property or 
properties 


(i) includes property owned by the person at any time af- 
ter the acquisition of control referred to in clause 
(c)(vi)(A) the fair market value of which is, at that time, 
determinable primarily by reference to the fair market 
value of the particular property or properties or by refer- 
ence to any proceeds from a disposition of the particular 
property or properties, but 


(11) does not include property that is money received as 
consideration for a disposition of the particular property 
or properties; ' 


I.T. Technical News: No. 9 (the backdoor butterfly rule). 


(c.4) for the purposes of subparagraphs (c.3)(i) 
and (v), a specified property is 


(i) a share of the capital stock of the parent 
that was received as consideration for the ac- 
quisition of a share of the capital stock of the 
_ subsidiary by the parent or by a corporation 
that was a specified subsidiary corporation of 
the parent immediately before the acquisition, 


(ii) an indebtedness that was issued by the. 
parent as consideration for the acquisition of.a 
share of the capital stock of the subsidiary by 
the parent,” 


(iii) a share of the capital stock of a taxable 
Canadian corporation that was received. as 
consideration for the acquisition of a share of 
the capital stock of the subsidiary by the taxa- 
ble Canadian corporation or by the parent 
where the parent was a specified subsidiary 
corporation of the taxable Canadian corpora- 
tion immediately before the acquisition, 


(iv) an indebtedness. of a taxable Canadian 
corporation that was issued by it as considera- 
tion for the acquisition of a share of the capi- 
tal stock of.the subsidiary by the taxable Ca- 
nadian corporation or by the parent.where the 
parent was a specified subsidiary corporation 
of the taxable Canadian corporation immedi- 
ately before the acquisition, + 


(v) where the subsidiary was formed on the 
amalgamation of 2 or more predecessor cor- 
porations at least one of which was a subsidi- 
ary wholly-owned corporation of the parent, a 
share of the capital stock of the subsidiary 


(A) that was issued on the amalgamation 
in exchange for a share of the capital stock 
of a predecessor corporation, and 


(B) that was, immediately after the amal- 
gamation, redeemed, acquired or cancelled 
by the subsidiary for money, and 


(vi) where the subsidiary was formed. on the 
amalgamation of 2,or more predecessor cor- 
porations at least one of which was.a subsidi- 
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ary wholly-owned corporation of the parent, a 
share of the capital stock of the parent 


(A) that was issued on the amalgamation 
in exchange for a share of the capital stock 
of a predecessor corporation, and 


(B) that was, immediately after the amal- 
gamation, redeemed, acquired or cancelled 
by the parent for money; : 
Related Provisions: 88(1)(c.5)— Meaning of specified subsidi- 
ary corporation. + 
History: Para. 88(1)(c.4) added by 1998, c. 19, subsec. 118(6), ap- 
plicable to windings-up that begin after February 21, 1994. 
(c.5) for the purpose of paragraph (c.4), a corpo- 
ration is a specified subsidiary corporation of an- 
other corporation, at any time, where the other 
corporation holds, at that time, shares of the 
corporation 


(i) that give the shareholder 90% or more of 
the votes that could be cast under all. circum- 
stances at an annual meeting of shareholders 
of the corporation, and 


(11) having a fair market value of 90% or more 
of the fair market value of all the issued 
shares of the capital stock of the corporation; 
History: Para. 88(1)(c.5) added by 1998, c. 19, subsec. 118(6), ap- 
plicable to windings-up that begin after February 21, 1994. 
(c.6) for the purpose of paragraph (c.3) and not- 
withstanding subsection 256(9), where control of 
a corporation is acquired by way of articles of ar- 
rangement, that control is deemed to have been 
acquired at the end of the day on which the ar- 
rangement becomes effective; 
History: Para. 88(1)(c.6) added by 1998, c. 19, subsec. 118(6), ap- 
plicable to windings-up that begin after February 21, 1994. 
(c.7) for the purpose of subparagraph (c)(ili), a 
leasehold interest in a depreciable property and 
an option to acquire a depreciable property are 
depreciable properties; 
History: Para. 88(1)(c.7) added by 1998, c. 19, subsec. 118(6), ap- 
plicable to windings-up that begin after June 20, 1996. 
(d) the amount determined under this paragraph 
in respect of each property of the subsidiary dis- 
tributed to the parent on the winding-up is such 
portion of the amount, if any, by which the total 
determined under subparagraph (b)(i1) exceeds 
the total of 
(i) the amount, if any, by which 
(A) the total of all amounts each of which 
is an amount in respect of any property 
owned by the subsidiary immediately 
before the winding-up, equal to the cost 
amount to the subsidiary of the property 
immediately before the winding-up, plus 
the amount of any money of the subsidiary 
on hand immediately before the winding- 


up, 


LO sic. The date should be November 13. 
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“ exceeds the total of 


(B) all amounts each of which is the 
amount of any debt owing by the subsidi- 
ary, or of any other obligation of the sub- 
sidiary to pay any amount, that was out- 
standing immediately before the winding- 
up, and 


_ (C) the amount of any reserve (other than a 
_teserve referred to in paragraph 20(1)(n), 
subparagraph 40(1)(a)(iii) or 44(1)(e)Gi1) 
of this Act or in subsection 64(1) or (1.1) 
of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952; as those 
two provisions read immediately before 
November 3,!° 1981) deducted in comput- 
ing the subsidiary’s income for its taxation 
year during which its assets were distrib- 
uted to the parent on the winding-up, and 


(1.1) the total of all:amounts each of which is 
an amount in respect of any share of the capi- 
tal stock of the subsidiary disposed of by the 
parent on the winding-up or in contemplation 
of the winding-up, equal to the total of all 
amounts received by the parent or by a corpo- 
ration with which the parent was not dealing 
at arm’s length (otherwise than because. of a 
right referred to in paragraph 251(5)(b) in re- 
spect of the subsidiary) in respect of 


(A) taxable dividends on the share or on 
any share (in this subparagraph referred to 
as a “replaced share”) for which the share 
or a replaced share was substituted or ex- 
changed to the extent that the amounts 
thereof were deductible from the recipi- 
ent’s income for any taxation year by vir- 
tue of section 112 or subsection 138(6) and 
were not.amounts on which the recipient 
was required to pay tax under Part VII of 
the Income Tax Act, chapter 148 of the Re- 
vised Statutes of Canada, 1952, as it read 
on March 31, 1977, or 


(B) capital dividends and life insurance 
capital dividends on the share or. on any 
share (in this subparagraph referred to-as a 
“teplaced share”) for which a share or a re- 
placed share was substituted or exchanged, 


as is designated by the parent in respect of that 
capital property in its return of income under this 
Part for its taxation year in which the subsidiary 
was so wound up, except that 


(ii) in no case shall the amount so designated 
in respect of any such capital property exceed 
the amount, if any, by which the fair market 
value of the property at the time the parent 
last acquired control of the subsidiary exceeds 


S. 88(1)(d)(ii 


the cost amount to the subsidiary of the prop- 
erty immediately before the winding-up, and 


(iii) in no case shall the total of amounts so 

designated in respect of all such capital 

properties exceed. the amount, if any, by 

which the total determined under subpara- 

graph (b)(ii) exceeds the total of the amounts 

determined under subparagraphs (i) and (1.1). 
Related Provisions: 88(1)(d.2) — When taxpayer last acquired 
control; 88(1)(d.3)— Where control acquired because of death; 
88(1.7) — 
eduilvabatl) deemed not to be acquisition of control. See addi- 
tional Related provisions at end of 88(1). 


History: The portion of para. 88(1)(d) after subpara: (iii) repealed 
by 1998, c. 19, subsec. 118(7), applicable to windings-up that begin 
after February 21, 1994. That portion formerly. read: 


and for the purposes of this paragraph, where a parent corpo- 
ration has been incorporated or otherwise formed after the 
time any other corporation (other than a corporation acquired 
by it from a person with whom it was dealing at arm’s length) 
with which it did not deal at arm’s length at any time prior to 
the winding-up was incorporated. or otherwise formed, the 
parent corporation shall be deemed to have been in existence 
from the time of formation of the other corporation and to 
have been not dealing at arm’s length with the other corpora- 
tion from that time; 


The opening words of para. 88(1)(d) amended by 1995, c. 3, subsec. 
24(3), applicable to windings-up that begin after February 21, 1994. 
The opening words formerly read: 


(d) the amount determined under this paragraph in respect of 
each property that was a capital property (other than property 
transferred in the course of a reorganization described in par- 
agraph 55(3)(b) in the course of which a dividend was re- 
ceived by a corporation to which subsection 55(2)-would, but 
for paragraph 55(3)(b), appiy where the winding-up of the 
subsidiary was part of a‘transfer, directly or indirectly, of 
property of a particular corporation to a transferee, within the 
meaning assigned by paragraph 55(3)(b), property transferred 
to the subsidiary by the parent or by any person or partnership 
that was not, otherwise than because of a right referred to in 
paragraph 251(5)(b), dealing at arm’s length with the parent, 
or a depreciable property) owned by the subsidiary at the time 
that the parent last acquired control of the subsidiary and 
thereafter without interruption until such time as it was dis- 
tributed to the parent on the winding-up, is.such portion of 
the amount, if any, by which the total determined under sub- 
paragraph (b)(ii) exceeds the total of 


That portion of para. 88(1)(d) preceding subpara. (i) substituted by 
1994, c. 7, Sch. If (1991, c. 49), subsec. 66(4), applicable to wind- 
ings-up after September 1988, except that, in its application to such 
windings-up beginning before July 14, 1990, that portion shall be 
read as follows: 


“(d) the amount determined under this paragraph in respect of 
each property that was a capital property (other than property 
transferred in the course of a reorganization described in par- 
agraph 55(3)(b) in the course of ,which.a dividend was: re- 
ceived by a corporation to which subsection 55(2) would, but 
for paragraph 55(3)(b), apply where the winding-up of the 
subsidiary was part of a transfer, directly or indirectly, of 
property of a particular corporation to a transferee, within the 
meaning assigned by paragraph 55(3)(b), or a depreciable 
property) owned by the subsidiary at the time that the parent 
last acquired control of the subsidiary and thereafter without 
interruption until such time as it was distributed to the parent 
on the winding-up, is such portion of the amount, if any, by 
which the total determined under subparagraph (b)(ii) ex- 
ceeds the total of”. 


Income Tax Act, Part J, Div. B 


That portion formerly read; 


(d) the amount:determined ‘under this paidetieh ins sceiiot of 
each Property that was a capital property (other than property 
transferred in the course of a series of transactions or events 
to which subsection 55(2) would, but for paragraph $5(3)(b), 
apply or a depreciable: property) owned by the subsidiary at 
the time that the parent last acquired control of the subsidiary 
and thereafter without interruption until such time as it was 
distributed to the parent on the winding-up, is such portion of 
the amount, if any, by which the total determined under phibs 
paragraph (b)(ii) exceeds the total of 
Cl. 88(1)(d)(i)(C) amended by 1994, c. 7, Sch. II (1991, ¢. 49), sub- 
sec. 66(5), applicable to Sag 4p Depinmnys: after 1989.-Cl. 
(d)(i)(C) formerly read: 
(C) the amount of any reserve (other than a reserve referred to 
in paragraph 20(1)(n) or subparagraph 40(1)(a)(i1i) of this Act 
_ or subsection 64(1) or (1.1) of the Income Lax Act, “chapter 
. 148 of the Revised Statutes of Canada, 1952) deducted in 
computing the subsidiary’ s income’ for ‘its taxation year dur- 
ing which its assets were distributed to the parent on the 
winding-up, and: 
That portion of subpara. 88(1)(d)(, 1) beatae cl: 6) amended by 
1994, c. 7, Sch, Il (1991, c.. 49); subsec. 66(6), to add “(otherwise 
than by reason of a right referred to in paragraph 251(5)(b) in re- 
spect of the subsidiary)”, applicable to windings-up beginning after 
1986, except that, in its application with ‘respect to’ windings-up be- 
ginning before July 1988, that portion shall be read-without refer- 
ence to the. phrase “or in contemplation of the winding-up” therein. 
Pre-RSC History: See end of subsec. 88(1). 
1.T. Application Rules: 26(5)(c)(i)(C) (where property owned 
since before 1972); 69 (meaning of “Income Tax. Act, chapter 148 of 
the Revised Statutes of Canada, 1952”). 
Advance Tax Ruling: ATR-67: Increase in the cost. es property 
on the winding-up of a wholly-owned subsidiary. 


(d:1) ‘subsection 84(2) and section 21 of ta In- 
come Tax Application Rules do not apply to the 
winding-up of the subsidiary, and subsections 
13(21.2) and. 14(12) do not apply to the winding- 
up of the subsidiary with respect to property ac- 
quired by the parent on the winding-up; 
History: Para. 88(1)(d.1).amended by 1998, c..19, subsec. 118(8), 
applicable to windings-up that begin after April 26, 1995 except 
that, in its application to windings-up that began before 1996, the 
reference in para. 88(1)(d.1) to “subsections 13(21.2) and 14(12)” 
shall be read as a reference to “subsections giao 2))' 14( el and 
85(5.1)”. The para. formerly read; 


(d.1) subsections 84(2) and: 85(5.1) and section 21 of the In- 
come Tax Application Rules are not. applicable to, the -wind- 
ing-up of the subsidiary; oe 

(d.2) in determining, for the purposes:of this par- 
agraph and paragraphs (c) and (d), the» time at 
which a person or group of persons (in this para- 
graph and paragraph (d.3) referred to as the “ac- 
quirer”’) last acquired control of the subsidiary, 
where control of the subsidiary was acquired 
from another person or group of persons (in this 
paragraph referred to as the “vendor”) with 
whom the acquirer was not (otherwise than solely 
because of a right referred to in paragraph 
251(5)(b)) dealing at arm’s length, the acquirer is 
deemed to have last acquired control of the sub- 
sidiary at the earlier of 


(1) the time at which the vendor last acquired 
control (within the meaning that would be as- 
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signed by subsection 186(2) if the reference in | Para. 88(1)(d.2).amended by .1994, c. 7, Sch. VIII (1993, c. 24), 
that subsection to “‘another corporation” were | Subsec. 38(4), applicable to windings-up beginning after December 


read as “‘a person” and the references in that 
subsection to “the other corporation” were 
read as “the person’) of the subsidiary, and 


(ii) the time at which the vendor was deemed 
for the purpose of this paragraph to have last 
acquired control of the subsidiary; 


Related Provisions: 88(1)(d.3) — Where control acquired be- 
cause of death; 88(4) — Amalgamation deemed not to be acquisi- 
tion of control. See additional: Related provisions at end of 88(1). 


History: Para. 88(1)(d.2) amended by 1998, c. 19, subsec. 118(9), 
applicable to windings-up that begin after December 20, 1991. The 
para. formerly read: 


(d.2) in determining, for the purposes of this paragraph and 
paragraphs (c) and (d), the time that a taxpayer last acquired 
control of the subsidiary, where control of the subsidiary was 
acquired from a person or group of persons (in this paragraph 
referred to as the “vendor”) with whom the taxpayer was not 
(otherwise than because of a right referred to in paragraph 
251(5)(b)) dealing at arm’s length, the taxpayer shall be 
deemed to have last acquired ‘control at the earlier of the time 
that the vendor last acquired control (within the meaning that 
would be assigned by, subsection 186(2) if the reference 
therein to “another corporation” were read as “a person” and 
the references therein to “the other corporation” were read as 
“the person”) of the subsidiary and the time that the vendor 
was deemed by this subsection to have last acquired control, 
except that in determining the time that a particular person or 
group of persons last acquired control of a.corporation where 


20, 1991. Para (d.2) formerly read: 


(d.2) in determining for the purposes of this paragraph and 
paragraphs (c) and (d) the time that a taxpayer last acquired 
control of the subsidiary, where control of the subsidiary was 
acquired (otherwise than by way of bequest or inheritance) 
from a person or group of persons (in this paragraph referred 
to as the “vendor’”) with whom the taxpayer was not (other- 


wise than by virtue of a right referred to in paragraph 


251(5)(b)) dealing at arm’s length, the taxpayer shall be 
deemed to have last acquired control at the earlier of the time 
that the vendor last acquired control (within the meaning as- 
signed by subsection 186(2) if the reference therein to ‘“an- 
other corporation” were read as a reference to “a person” and 
the references therein to “the other corporation” were read as 
references to “the person”) of the subsidiary and the time that 
the vendor was deemed by this subsection to have last ac- 
quired control; 


Pre-RSC History: See end of subsec. 88(1). 


(d.3) for the purposes of paragraphs (c), (d) and 
(d.2), where at any time control of a corporation 
is last acquired by an acquirer because of an ac- 
quisition of shares of the capital stock of the cor- 
poration as a consequence of the death of an indi- 
vidual, the acquirer is deemed to have last 
acquired control of the corporation immediately 
after the death from a person who dealt at arm’s 
length with the acquirer; 


History: Para. 88(1)(d.3) added by 1998,.c..19, subsec. 118(9), ap- 


at any time control of the corporation is acquired by the par- plicable to windings-up that begin after December 20, 1991. 


ticular person or group of persons because of a bequest or an 
inheritance of shares of the capital stock of the corporation, 
for the purposes of this paragraph and subsection 186(2) in its 
application to this paragraph, the particular person or group 
of persons shall be deemed at that time, and at any time 
before that time, to have dealt at arm’s length with the person 
who bequeathed the shares, or from whom the shares were 
inherited, and each other person who is related to that person; 


Para. 88(1)(d.2) substituted by 1994, c. 21, subsec. 40(1), applicable 
to windings-up that begin after December 20, 1991. That para. for- 
merly read: 


(d.2) in determining for the purposes of this paragraph and 
paragraphs (c) and (d) the time that a taxpayer last acquired 
control of the subsidiary, where control of the subsidiary was 
acquired from a person or group of persons (in this paragraph 
referred to as the “vendor”) with whom the taxpayer was not 
(otherwise than because of a right referred to in paragraph 
251(5)(b)) dealing at arm’s length, the taxpayer shall be 
deemed to have last acquired control at the earlier of the time 
that the vendor last acquired control (within. the meaning that 
would be assigned by subsection 186(2) if the reference 
therein to “another corporation” were read as a reference to 
“a person” and the references therein to “the other corpora- 
tion” were read as references to “the person’’) of the subsidi- 
ary and the time that the vendor was deemed by this subsec- 
tion to have last acquired control, except that, in determining 
the time that a particular taxpayer last acquired control of a 
corporation where at any time control of the corporation is 
acquired by the particular taxpayer because of a bequest or an 
inheritance of shares of the capital stock of the corporation, 
for the purposes of this paragraph and subsection 186(2) in its 
application to this paragraph, the particu‘ar taxpayer shall be 
deemed at that time, and at any time before that time, to have 
dealt at arm’s length with the person who bequeathed the 
shares, or from whom the shares were inherited, and each 
other person: who is related to that person; 
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(e) [Repealed under former Act] 


(e.1) the subsidiary may, for the purposes of com- 


‘puting its income for its taxation year during 


which its assets were transferred to, and its obli- 
gations were assumed by, the parent on the wind- 
ing-up, claim any reserve that would have been 
allowed under this Part if its assets had not been 
transferred to, or its obligations had not been as- 
sumed by, the parent on the winding-up and not- 
withstanding any other provision of this Part, no 
amount shall be included in respect of any re- 
serve so Claimed in computing the income of the 
subsidiary for its taxation year, if any, following 
the year in which its assets were transferred to or 
its obligations were assumed by the parent; 


(e.2) paragraphs 87(2)(c), (d.1), (e.1), (e.3), (g) to 
(1), (13) to (u), (x), (2.1), (z.2), (aa), (ec), (1D), 
(nn), (pp), (rr), (tt) and (uu), subsection 87(6) 
and, subject to section 78, subsection 87(7) apply 
to the winding-up as if the references in those 
provisions to 


(i) “amalgamation” were read as “winding- 
up’, 

(ii) “predecessor corporation” were read as 
“subsidiary”, 

(iii) “new corporation” were read as “parent”, 


(iv) “its first taxation year” were read as “its 
taxation year during which it received the as- 
sets of the subsidiary on the winding-up”, 


S. 88(1)(e.2)(v) 


(v) “its last taxation year” were read as “‘its 
taxation year during which its assets were dis- 
tributed to the parent on the winding-up”, 


(vi) “predecessor corporation’s gain” were 
read as “‘subsidiary’s gain’, 


(vii) “predecessor corporation’s income” were 
read as “subsidiary’s income’, 


(viii) “new corporation’s income” were read 
as “parent’s income”, 


(ix) [Repealed under former Act] 


(x) “any predecessor private corporation” 
were read as “the subsidiary (if it was a pri- 
vate corporation at the time of the winding- 


up)”, 
(xi), (xii) [Repealed] 


(xiil) “two or more corporations” were read as 
“a subsidiary”, 


(xiv), (xv) [Repealed] 


(xvi) “the life insurance capital dividend. ac- 
count of any predecessor corporation immedi- 
ately before the amalgamation’? were read as 
“the life insurance capital dividend account of 
the subsidiary at the time the subsidiary was 
wound-up”, 


(xvii) “predecessor corporation’s refundable 
Part VII tax on hand” were read as “‘subsidi- 
ary’s refundable Part VII tax on hand”, 


(xviii) “predecessor corporation’s Part VII re- 
fund” were read as “subsidiary’s Part VII 
refund”, 


(xix) “predecessor corporation’s refundable 
Part VIII tax on hand’’ were read as “subsidi- 
ary’s refundable Part VIII tax on hand’, 


(xx) “predecessor corporation’s Part VIII re- 
fund” were read as “subsidiary’s Part VIII re- 
fund”, and 


(xxi) “predecessor corporation’s cumulative 
offset account” were read as “‘subsidiary’s cu- 
mulative offset account’; 


Related Provisions: 88(1)(g) — Where subsidiary was insurance 
corporation; 126.1(5) — UI premium tax credit — specified em- 
ployer defined. See additional Related provisions at end of 88(1). 


History: The openings words of para. 88(1)(e.2) amended and sub- 
paras. 88(1)(e.2)(xiv) and (xv) repealed by 1998, c. 19, subsecs. 
118(10) and (11), applicable to windings-up that’ begin after June 
1995. The opening words and subparas. formerly read: 


(e.2) paragraphs 87(2)(c), (d.1), (e.1), (e.3), (g) to (1), (1.3) to 
(u), (x), (y-1), (z.1), (z.2), (aa), (cc), (I), (nn), (pp), rr), (tt) 
and (uu), subsection 87(6) and, subject to section 78, subsec- 
tion 87(7) apply to the winding-up as if the references therein 
to 


(xiv) “predecessor corporation’s preferred-earnings 
amount” were read as “subsidiary’s preferred-earnings 
amount”, 


(xv) “new corporation’s preferred-earnings amount” were 
read as “parent’s preferred-earnings amount”, 
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The opening words of para. 88(1)(e.2) amended by 1996, c. 21, sub- 
sec. 16(1), applicable to windings-up that begin after June 1995. 
The opening words formerly read: 
(e.2) paragraphs 87(2)(c), (d.1), (e.1), (e.3), (g) to (1), (1.3) to 
(u), (), (y.D, (z.1), (2.2), (cc), (ID, (nn), (pp), (er), (tt) and 
(uu), subsection 87(6) and, subject to section 78, subsection 
87(7) apply to the winding-up as if the references therein to 


The opening words of para. 88(1)(e.2) amended by 1995, c. 21, sub- 
sec. 55(4), applicable to windings-up that begin after February 22, 
1994. The opening words, formerly read: 
(e.2) paragraphs 87(2)(c), (d.1), (e-1), (g) tod), @ 3) to rae 
(x), (y-1), (2.1); (Z.2), (ce), (I), (an); (pp), (rr), (tt) and (uu), 
subsection 87(6) and, subject to section 78, subsection 87(7) 
apply to the winding-up as if the references therein to 


That portion of para. 88(1)(e.2) preceding subpara. (i) amended. by 
1994, c. 7, Sch. VI (1992, c. 29), s. 4, to add reference to para. 
87(2)(uu), applicable to windings-up beginning after 1991. 


That portion of para. 88(1)(e.2) preceding subpara. (i) amended by 
1994, c. 7, Sch. IT (1991, c. 49), subsec. 66(7), to delete reference to 
para. 87(2)(e.2), applicable to windings-up ending after June 18, 
1987, except that 


(a) in its application to windings-up pseaninl before 1988, the 
para. shall be read without the reference to “(tt)”, and 

(b) in its application with respect to windings-up beginning 
before May 1988, the para. shall be read without the reference 
to. "(7.278 


Subparas. 88(1)(e.2)(xi), (xi1) repealed by 1994, c, 7, Sch. IL. (1991, _ 
c. 49), subsec. 66(8), applicable to the computation after July 13, 
1990 of capital dividend accounts. Those subparas. formerly read: 


(xi) “predecessor corporation’s capital dividend account” 
were read as “‘subsidiary’s capital dividend account’, 


(xii) “the capital dividend account of any predecessor corpo- 
ration immediately before the amalgamation” were read as 
“the capital dividend account of the subsidiary at the time the 
subsidiary was wound up”, 


Pre-RSC History: See end of subsec. 88(1). 


Interpretation Bulletins: IT-66R6: Capital dividends; IT-330R: 
Dispositions of capital property subject to warranty, covenant, etc.; 
IT-502: Employee benefit plans and employee trusts. See also lists 
at end of subsec. 88(1) and s. 88. 


(e.3) for the purpose of computing the parent’s 
investment tax credit at the end of any particular 
taxation year ending after the subsidiary was 
wound up, 


(1) property acquired or 04 See made roy 
the subsidiary or an amount included in the in- 
vestment tax credit of the subsidiary by virtue 
of paragraph (b) of the definition “investment 
tax credit” in subsection 127(9) in a taxation 
year (in this paragraph referred to as the “ex 
penditure year”) shall be deemed to have been 
acquired, made or included, as the case. may 
be, by the parent in its taxation year in which 
the expenditure year of the sgn es ended, 
and 


(ii) there shall be added.to the amounts other- 
wise determined for the. purposes. of 
paragraphs (f) to (k) of the definition “‘invest- 
ment tax credit” in subsection 127(9) in re- 
spect of the parent for the particular year 


(A) the amounts that would have been de- 
termined in respect of the subsidiary for 
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the purposes of paragraph (f) of the defini- 
tion “investment tax credit” in subsection 
127(9) for its taxation year in which it was 
wound up if the reference therein to “a pre- 
ceding taxation year” were read as a refer- 
ence to “the year or a preceding taxation 
year’, 

(B) the amounts determined in respect of 
the subsidiary for the purposes” of 
paragraphs (g) to (i) and (k) of the defini- 
tion “investment tax credit” in subsection 
127(9) for its taxation year in which it was 
wound up, and 


(C) the amount determined in respect of 
the subsidiary for the purposes of para- 
graph (j).of the definition “investment tax 
credit” in subsection 127(9) for its taxation 
year in which it was wound up except that, 
for the purpose of the calculation in this 
clause, where control of the subsidiary has 
been acquired by a person or group of per- 
sons (each of whom is referred to in this 
clause as the “purchaser’’) at any time (in 
this clause referred to as “that time’’) 
before the end of the taxation year in 
which the subsidiary was wound up, there 
may be added to the amount determined 
under subparagraph 127(9.1)(d)() in re- 
spect of the subsidiary the amount, if any, 
by which that proportion of the amount 
that, but for subsections 127(3) and (5) and 
sections 126, 127.2 and 127.3, would be 
the parent’s tax payable under this Part for 
the particular year, that, 


(I) where. the subsidiary carried.on a 
particular business in the course. of 
which a property was acquired, or an 
_ expenditure. was made, before that time 
in respect of which an amount was in- 
cluded in computing the subsidiary’s 
investment tax credit for its taxation 
year in which it was wound up, and the 
parent carried on the particular business 
throughout the particular year, the 
amount, if any, by which the total of all 
amounts each of which is the parent’s 
income for the particular year from the 
particular business, or the parent’s in- 
come for the particular year from any 
other business substantially all the in- 
come of which was derived from the 
sale, leasing, rental or development of 
properties or the rendering of services 
similar to the properties sold, leased, 
rented or developed, or the services 
rendered, as the case may be, by the 
subsidiary in carrying on the particular 
business before that time, exceeds the 
total of the amounts, if any, deducted 
for the particular year under paragraph 


111(1)(a) or (d) by the parent in respect 
of a non-capital loss or a farm loss, as 
the case may be, for a taxation year in 
respect of the particular business 


is of the greater of 


(IL) the amount determined under sub- 
clause (I), and 


(III) the parent’s taxable income for the 
particular year 


exceeds the amount, if any, calculated 
under subparagraph 127(9.1)(d)(i) in re- 
spect of the particular business or the other 
business, as the case may be, in respect of 
the parent at the end of the particular year 


to the extent that such amounts determined in 
respect of the subsidiary may reasonably be 
considered to have been included in comput- 
ing the parent’s investment tax credit at the 
end of the particular year by virtue of subpara- 
‘graph (1), 
and, for the purposes of the definitions “‘first term 
shared-use-equipment” and “second term shared- 
use-equipment” in subsection 127(9), the parent 
shall be deemed to be the same corporation as, 
and a continuation of, the subsidiary; 


Related Provisions: 88(1.3) — Rules relating to computation of 
income and tax of parent. See additional Related provisions at end 
of 88(1). 


History: Subcl. 88(1)(e.3)(ii)(C)(1) substituted by 1994, c. 21, sub- 
sec. 40(2), applicable to windings-up that begin after December 21, 
1992. That subcl. formerly read: 


(1) where the subsidiary carried on a particular business in the 
course of which a property was acquired, or an expenditure 
was made, before that time in respect of which an amount © 
was included in computing the subsidiary’s investment tax 
credit for its taxation year in which it was wound up, the 
amount, if any, by which the total of all amounts each of 
which is the parent’s income for the particular year from the 
particular business, or the parent’s income for the particular 
year from any other business substantially all the income of 
which was derived from the sale, leasing, rental or develop- 
ment of properties or the rendering of services similar to the 
properties sold, leased, rented or developed, or the services 
rendered, as the case may be, by the subsidiary in carrying on 
the particular business before that time, exceeds the total of 
the amounts, if any, deducted by the parent under paragraph 
111(1)(a) or (d) for the particular year in respect of a non- 
capital loss or a farm loss, as the case may be, for a taxation 
year in respect of the particular business 


The words following subpara. 88(1)(e.3)(@i) added by 1994, c. 8, s. 
10, applicable to taxation years ending after December 2, 1992. 


Pre-RSC History: See end of subsec. 88(1). 


(e.4) for the purpose of computing the parent’s 
employment tax credit at the end of any particular 
taxation year ending after the subsidiary was 
wound up, 


(i) the subsidiary’s taxpayer employment 
credits for any taxation year (in this paragraph 
referred to as the “employment year’’) and any 
amounts required to be added by virtue of 
subsection 127(15) of the Income Tax Act, 
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chapter 148. of the Revised Statutes of Can- 
ada, 1952, in computing the subsidiary’s em- 
ployment tax credit at the end of the employ- 
ment year shall be:deemed. to be taxpayer 
employment credits of the parent for, and 
amounts required to be added by virtue of that 
subsection in computing the parent’s employ- 
ment tax credit at the end of, its taxation year 
in which the employment yea of the subsidi- 
ary ended, and 


(ii) there shall be added to the.amounts other- 
wise determined under paragraphs 127(16)(c) 
and.(d) of the Income Tax Act, chapter 148 of 
the Revised Statutes of Canada, 1952, in re- 
spect-of the parent for the. particular taxation 
year, the amounts that would have been deter- 
mined under those paragraphs in respect of 
the subsidiary for its taxation year in which it 
was wound-up if the reference in paragraph 
127(16)(c) of that Act to “the. five immedi- 
ately preceding taxation years” were read as a 
reference to “that taxation year or the five im- 
mediately preceding taxation years’’ to the ex- 
tent that those amounts determined in respect 
of the subsidiary. may reasonably be consid- 
ered to be in respect of a taxpayer employ- 
ment credit or an amount required to be added 
by virtue of subsection 127(15) of that. Act 
that is included in computing the parent’s em- 
ployment tax credit at the end of the particular 
year by virtue of subparagraph (i); 


I.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


(e.5) [Repealed] 


History: Para. 88(1)(e.5), repealed by 1996, c. 21, subsec. 16(2), 
applicable to.windings-up that begin after June 1995. The para. for- 
merly read: 


(e.5) for the purpose of compute the refundable dividend 
tax on hand (within the meaning assigned by subsection 
129(3)) of the parent at the end of any particular taxation year 
ending after the subsidiary was wound I the amount, if any, 
by which 


(i) the subsidiary’s refundable dividend tax on hand at the 
end of its taxation year during which it was wound up 


exceeds 


(ii) the subsidiary’s dividend refund (within the meaning 
assigned by subsection 129(1)) for:its taxation year re- 
ferred to in subparagraph (1) 


shall, if 


(111) the subsidiary was a private corporation at the end of 
the year during which it was wound up, and 


(iv) the parent was a private corporation - 


(A) where the subsidiary was wound up in the partic- 
ular year, at the time immediately after the winding- 
up, and 


(B) in any other case, continuously from the time of 
the winding-up until the time immediately after the 
beginning of the particular year, 
be added to the total determined for the particular year under 
subsection 129(3) from which the total of amounts deter- 
mined under paragraphs 129(3)(c) to (e) is subtracted, except 
that no amount shall be so added in respect of the subsidiary 
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where subsection 129(1.2) would have applied to deem a div- 
idend paid by the subsidiary immediately before the winding- 
up. not to We a taxable dividend for the purpose. of subsection 
bi Ly be 


Para. 88(1)(e.5) amended by 1994, c. 7, Sch. VII (1,993, c. 24), sub- 
sec. 38(5), applicable to the computation of refundable dividend tax 
on hand (within the meaning assigned by subsec. 129(3) as 
amended) for 1993 et seq. Para. (e.5) formerly read: 


(e.5) for, the purpose of computing the, refundable dividend 
tax on hand. (within the meaning assigned by subsection 
129(3)) of the parent at the end of any taxation year ending 
after the subsidiary was wound up, the: amount, if any, by 
which 


(i) the subsidiary’s refundable dividend tax on hand at the 
end of its taxation year during which it was wound up 


» exceeds’ 


(ii) the subsidiary’s dividend refund (within the meaning 
assigned by subsection 129(1)) for its taxation year re- 
ferred to in subparagraph (i) 


shall, if the parent has been a private corporation continu- 
ously from the time of the winding-up to the end of the taxa- 
tion year, be added to the total determined under subsection 
129(3) from which the parent’s dividend refunds are to be 
subtracted, except that the amount to be added to the total 
determined under subsection 129(3) shall be deemed to be nil 
where, had a dividend been paid by the subsidiary immedi- 
ately before the winding-up, subsection 129(1.2) would have 
applied to deem the dividend not to be a taxable dividend; 


Pre-RSC History: See end of subsec. 88(1). 


(e.6) where a subsidiary has made a gift in a taxa- 
tion year (in this section referred to as the “gift 
year’), for the purposes. of computing the amount 
deductible: under section 110.1 by the parent for 
its taxation years. ending after the subsidiary was 
wound up, the parent shall be deemed to have 
made a gift in each of its taxation years in which 
a gift year of the subsidiary ended equal to the 
amount, if any; by which the total of all gifts 
made by the subsidiary in the gift year exceeds 
the total of all amounts deducted by the subsidi- 
ary under section 110.1 of this Act or paragraph 
110(1)(a), (b) or (b.1) of the Income Tax Act, 
chapter 148 of the Revised Statutes of Canada, 
1952, in respect of those gifts; 


I.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 19527). 


(e.61) the parent is deemed for the purpose of 
section 110.1 to have made any gift deemed by 
subsection 118.1(13) to have been made by the 
subsidiary after the subsidiary ceased to exist; 


History: Para. 88(1)(e.61) added by 1998, c. 19, s. 16, Toe 
after July 1997. 


(e.7) for the purposes of 


(1) determining the amount deductible by the 
parent under subsection 126(2) for any taxa- 
tion year commencing after the commence- 
ment of the winding-up, and 


(ii) determining the extent to which subsection 
126(2.3) applies to reduce the amount that 
may be claimed by the parent under paragraph 
126(2)(a), 
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any unused foreign tax credit (within the meaning 
of subsection 126(7)) of the subsidiary in respect 
of a country fora particular taxation year (in this 
section referred to as the’ “foreign tax year’), to 
the extent that it exceeds the total of all amounts 
each of which 1s claimed in respect thereof under 
paragraph 126(2)(a) in computing the tax payable 
by the subsidiary under this Part for any taxation 
year, shall be deemed to be an unused foreign tax 
credit of the parent for its taxation year in which 
the subsidiary’s foreign tax year ended; 

Related Provisions: 88(1.3) — Rules relating to computation of 


income, and tax of parent. See additional Related provisions at end 
of 88(1). 


(e.8) for the purpose “a applying, devmeesebe 
127(10.2) to any SREneRATION (other than the 
subsidiary) 


~ (1) where the parent is mus canst with another 
corporation in a taxation» year (in this’ para- 
graph referred to-as the “‘current year’) of the 
parent that begins after the parent received an 
asset of the subsidiary on the jo nponPn up and 
that ends ina calendar year, 


(A) the parent’s taxable income for i its last 
taxation year that ended in the preceding 
calendar year (determined before taking 
into consideration the specified future tax 
consequences for that last year) 1s deemed 
to be the total of. 


(1) its:taxable income for that last year 
(determined before applying this para- 
‘graph to the winding-up and before tak- 
ing into consideration the: specified fu- 
ture tax consequences for that last 
year), and 


(II) the total of the subsidiary’s taxable 
incomes for its taxation years that en- 
ded. in that preceding calendar year (de- 
termined without reference to clause 
(B) and before taking into considera- 
tion the specified future tax conse- 
quences for those years), and 


(B) the subsidiary’s taxable income for 
each of its:-taxation years that ends after the 
first time that the parent receives an asset 
of the subsidiary on the winding-up of the 
subsidiary is deemed to, be nil, and 


(ii) where the parent received an asset of the 
subsidiary on the winding-up before the cur- 
rent year and is not associated with any corpo- 
ration in the-current year, the parent’s taxable 
income: for its immediately preceding taxation 
year (determined: before taking into considera- 
tion the specified future tax consequences for 
that preceding year) is deemed to be the total 
of 


(A) its taxable income for that preceding 
taxation year (determined before applying 
this: paragraph to the winding-up and 
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before taking into consideration the speci- 
fied future tax consequences for that pre- 
ceding taxation year), and 


(B) the total of the subsidiary’s taxable in- 
comes for its taxation years that ended in 
the calendar year in which that preceding 
taxation year ended (determined before 
taking into consideration the specified fu- 
ture tax consequences for those years); 


History: Para. 88(1)(e.8) amended by 1997, c. 25, subsec. 19(1), 


applicable for the purpose of applying subsecs. 127(10.1) and (10.2) 
to taxation years that begin after 1995, except that, for taxation 
years that begin in 1996, the expression “any corporation (other 
than the subsidiary)” shall be read as “the parent”. For windings-up 
that begin after May 23, 1985, para. (e.8) shall be read without ref- 


_ erence to the expression “the definition “qualifying corporation” in 


subsection 127.1(2) and subparagraph 157(1)(b)(i)’’. Para. (e.8) for- 
merly read: 
(e.8) for the purposes of subsection 127(10.1), the definition 
“qualifying corporation” in subsection 127.1(2) and subpara- 
graph 157(1)(b)(i), ey 
(1) the. taxable income. of the: parent for its taxation year 
during which it received the assets of the subsidiary on 
the winding-up shall be deemed to be the total of its taxa- 
ble income for that year as otherwise determined and the 
taxable incomes of the subsidiary for its taxation years 
ending in the calendar'year in which that year ended, and 


(11) the business. limit of the parent for that year shall be 
deemed to be the total of its business limit for that year as 
otherwise determined and the business limits of the sub- 
sidiary for its taxation years ending in the calendar year 
in which that year ended; 


That portion of para. 88(1)(e.8) preceding subpara. (i) amended by 
1994, c. 7, Sch. 1f (1991, c. 49), subsec. 66(9), to substitute “the 
definition “qualifying corporation” in subsection 127.1(2)” for “par- 
agraph 127.1(2)(a)”, applicable to windings- up beginning after May 
Zoe Oe 


Pre-RSC History: See end of subsec. 88(1). 


(e.9) for the purpose of applying subparagraph 
157(1)(6)G) and the definition “qualifying corpo- 
ration” in subsection 127.1(2) to. any corporation 
(other than the subsidiary) 


(i) where the parent is associated with another 
corporation in a taxation year (in this para- 
graph referred to as the “current year”) of the 
parent that begins after the parent received an 

~ asset of the subsidiary on the winding-up and 
ends in a calendar year, 


(A) the parent’s taxable income for its last 
taxation year that ended in the preceding 
calendar year (determined before taking 
into consideration the specified future tax 
consequences for that last year) is deemed 
to be the total of 


(1) its taxable income for that last year 
(determined before applying this para- 
graph to the winding-up and before tak- 
ing into consideration the specified fu- 
ture tax consequences for that last 
year), and 


(ID) the total of the subsidiary’s taxable 
incomes for its taxation years that en- 
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ded in that preceding calendar year (de- 
termined without reference to subpara- 
graph (iii) and before taking into 
consideration the specified future tax 
consequences for those years), and 


(B) the parent’s business limit for that last 
year is deemed to be the total of 


(1) its business limit (determined before 
applying this paragraph to the winding- 
up) for that last year, and 


(II) the total of the subsidiary’s busi- 
ness limits (determined without refer- 
ence to subparagraph (ii1)) for its taxa- 
tion years that ended in that preceding 
calendar year, 


(ii) where the parent received an asset of the 
subsidiary on the winding-up before the cur- 
rent year and subparagraph (1) does not apply, 


(A) the parent’s taxable income for its im- 
mediately preceding taxation year (deter- 
mined before taking into consideration the 
specified future tax. consequences for that 
preceding year) is deemed to be the total of 


(1) its taxable income for that preceding 
taxation year (determined before apply- 
ing this paragraph to the winding-up 
and before taking into consideration the 
specified future tax consequences for 
that preceding taxation year), and 


(II) the total of the subsidiary’s taxable 
incomes for the subsidiary’s taxation 
years that end in the calendar year in 
which that preceding taxation year en- 
ded (determined before taking into con- 
sideration the specified future tax con- 
sequences for those years), and 


(B) the parent’s business limit for that pre- 
ceding taxation year is deemed to be the 
total of 


(1) its business. limit (determined before 
applying this paragraph to the winding- 
up) for that preceding taxation year, 
and 


(II) the total of the subsidiary’s busi- 
ness limits (determined without refer- 
ence to subparagraph (iii)) for the sub- 
sidiary’s taxation years that end in the 
calendar year in which that preceding 
taxation year ended, and 


(iii) where the parent and the subsidiary are 
associated with each other in the current year, 
the subsidiary’s taxable income and the sub- 
sidiary’s business limit for each taxation year 
that ends after the first time that the parent re- 
ceives an asset.of the subsidiary on the wind- 
ing-up: are deemed to be nil; 
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History: Para. 88(1)(e.9) added by 1997, c. 25, subsec. 19(2), ap- 
plicable to windings-up that begin after May 23, 1985, except that 


(a) the eXPFESSION “any corporation (other than the subsidiary)” 
shall be read as “‘the parent” with respect to MARGRES YP that 
begin before 1997; 


(b) for the purpose of applying para! (e.9) for the purpose of the 
definition “qualifying corporation” in subsec. 127.1(2), the bus- 
iness limits referred to in para. (e.9), for taxation years that en- 
ded after June 1994 and began before 1996, shall be determined 
under s. 125 as that section read in its application to taxation 
years that ended before July 1994; and 


(c) subpara. (e.9)(i) does not apply 
(i) for the purpose of applying the definition “qualifying 
corporation” in subsec. 127.1(2) to taxation years that en- 
ded before July 1994, and 
(11) for the purpose of applying subpara. 157(1)(b)(i) to tax- 
ation years that end before 1998. 
(f) where property that was depreciable property 
of a prescribed class of the subsidiary’ has been 
distributed to the parent on the winding-up and 
the capital cost to the subsidiary of the property 
exceeds the amount deemed by paragraph (a) to 
be the subsidiary’s proceeds of disposition of the 
property, for the purposes of sections 13 and 20 
and any regulations. made under paragraph 
20(1)(a), | 


(i) notwithstanding paragraph (c),:the capital — 
cost to the parent of the property shall be 
deemed to be the amount that was the capital 
cost of the property to the subsidiary, and 


(11) the excess shall be deemed to have been 
allowed to the parent in respect of the prop- 
erty under regulations made under paragraph 
20(1)(a) in computing income for taxation 
years before the acquisition by the parent of 
the property; 


1.T. Application Rules: 20(1.2) (transfer of depreciable property 
by person who owned. it before 1972). 


(g) where the subsidiary was an insurance corpo- 
ration, 


(i) for the purposes of paragraphs 12(1)(d), 
(e), (e.1), (i) and (s) and 20(1)(), (.1), (p) and 
(jj) and 20(7)(c), subsection 20(22), sections 
138, 138.1,:140, 142 and 148 and Part XII.3, 
the parent is deemed 'to be the same corpora- 
tion as, and a continuation of, the subsidiary, 
and 


(ii) for the purpose of determining the amount 

of the gross investment revenue required to be 
included under subsection 138(9) in the in- 
come of the subsidiary and the parent and the 
amount of gains and losses of the: subsidiary 
and the parent from property used by them in 
the year or held by them in the year in the 
course of carrying on an insurance business in 
Canada 


(A) the subsidiary and the parent shall, in 
addition to their normal taxation years, be 
deemed to have had a taxation year ending 
immediately before the time when the 
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property of the subsidiary was transferred 
to, and the obligations of the subsidiary 
were assumed by, the parent on the wind- 
ing-up, and 


(B) for the taxation years of the subsidiary 
and the parent following the time referred 
to in clause (A), the property transferred 
to, and the obligations assumed by, the 
parent on the winding-up shall be deemed 
to have been transferred or assumed, as the 
case may be, on the last day of the taxation 
year ending immediately before that time 
and the parent shall be deemed to be the 
same corporation as and a continuation of 
the subsidiary with respect to that prop- 
erty, those obligations and the insurance 
businesses carried on by the subsidiary; 
History: Subpara. 88(1)(g)(@) amended by 1997, c. 25, subsec. 
19(3), applicable to windings-up that begin after 1995. Subpara. (i) 
formerly read: 
(i) for the purposes of paragraphs 12(1)(d), (e), (i) and (s) and 
20(1)d), (1), (p) and Gj) and 20(7)(c), sections 138, 138.1, 
140, 142 and 148 and Part XII.3 of this Act.and section 33 of 
the Income Tax Act, chapter 148 of the Revised Statutes of 
Canada, 1952, the parent shall, notwithstanding paragraph 


(e.2), be deemed to be the same corporation as, and a continu- 
ation of, the subsidiary, and 


1.T. Application Rules: 69 (meaning of “7ncome Tax'Act, chapter 
148 of the Revised Statutes of Canada, 1952’). 


(h) for the purposes of subsections 112(5) to (5.2) 

and (5.4) and the definition “mark-to-market 

- property” in subsection 142.2(1), the parent shall 

be deemed, in respect of each property distributed 

to it on the winding-up, to be the same corpora- 

tion as, and a continuation of, the subsidiary; and 

History: Para. 88(1)(h) added by 1995, c. 21, subsec. 55(5), appli- 

cable to windings-up that begin at any time (including, for greater 
certainty, windings-up that began before June 22, 1995). 


(i) for the purpose of subsection 142.5(2), the 
subsidiary’s taxation year in which its assets were 
distributed to the parent on the winding-up shall 
be deemed to have ended immediately before the 
time when the assets were distributed. 


History: Para. 88(1)(i) added by 1995, c. 21, subsec. 55(5), appli- 
cable to windings-up that begin after October 1994. 


Related Provisions [subsec. 88(1)]: 69(5) — Deemed distribu- 
tion of corporation’s property before windup; 69(13) — Amalgama- 
tion or merger; 80.01(4) — Deemed settlement of debt on winding- 
up; 80.01(5) — Deemed settlement of distress preferred share on 
winding-up; 84(2) — Distribution on winding-up, etc.; 89(3) — Or- 
dering of simultaneous dividends; 98(5)(a)(1)-— Where partnership 
business carried on as sole proprietorship; 137(4.3) — Determina- 
tion. of preferred-rate amount; 142.6(5), (6) — Acquisition of speci- 
fied debt obligation by financial institution in rollover transaction; 
186(5) — Presumption; Reg. 8101(3) — Windup of insurer. 


Pre-RSC History [subsec. 88(1)]: That portion of para. 
88(1)(e.2) preceding subpara. (i) amended by 1990, c. 39, s. 20, to 
add reference to para. 87(2)(tt), applicable with respect to windings- 
up: commencing after 1987. 


That portion of subpara. 88(1)(d)(i.1) preceding cl. (A) amended by 
1988, c. 55, subsec. 61(1), to substitute “in respect of any share of 
the capital stock of the subsidiary disposed of by the parent on the 
winding-up or in contemplation of the winding-up” for “in respect 
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of any share of the capital stock of the subsidiary so disposed of by 
the parent on the winding-up”, applicable to windings-up commenc- 
ing after June 1988. 


Para. 88(1)(e.1) substituted by 1988, c. 55, subsec. 61(2), applicable 
to windings-up commencing after December 15, 1987. Para. 
88(1)(e.1) formerly read: 


(e.1) the subsidiary may, for the purposes of computing its 
income for its taxation year during which its assets’ were 
transferred to the parent on the winding-up, claim any reserve 
that would have been allowed under this Part if its assets had 
not been transferred to the parent on the winding-up and not- 
withstanding any other provision of this Part, no amount shall 
be included in respect of any reserve so claimed in computing 
the income of the subsidiary for its taxation year, if any, fol- 
lowing the year in which its assets were transferred to the 
parent; 


That portion of para. 88(1)(e.2) preceding subpara. (i) amended by 
1988,.c. 55, subsec. 61(3), to. add reference to paras. 87(2)(e.2), 
(z.2), (tr), applicable to windings-up ending after June 18, 1987 ex- 
cept that in applying para. 88(1)(e.2) 


(a) to windings-up commencing before December 16, 1987, it 
shall be read without reference to “(e.2)” and “(z.2)” therein, 
and 


(b) to windings-up commencing before May, 1988, it shall be 
read without reference to “(z.2)” therein. 


That portion of para. 88(1)(e.5) following, subpara. (11) substituted 
by 1988, c..55, subsec. 61(4), applicable with respect to windings- 
up occurring after.4 p.m. EDST, September 25, 1987. That portion 
formerly. read: 


shall, if the parent has been a private corporation continu- 
ously from the time of the winding-up to the end of the taxa- 
tion year, be added to the aggregate determined under subsec- 
tion 129(3) from which the parent’s dividend refunds are to 
be subtracted; 


Para. 88(1)(e.6) substituted by 1988, uss subsec, 61(5), applicable 
to 1988 et seq. Para. 88(1)(e.6) formerly read: 


(e.6) where a subsidiary has made a gift in a taxation year (in 
this section referred to as the “gift year’’), for the purposes of 
computing the amount deductible under paragraphs 110(1)(a), 
(b) and (b.1) by the parent for its taxation years ending after 
the subsidiary was wound up, 


(i) the parent shall be deemed to have made a gift in each 
of its taxation years in which a gift year of the subsidiary 
ended equal to the amount, if any, by which the aggre- 
gate of all gifts made by the subsidiary in the gift year 
exceeds the aggregate of all amounts deducted by the 
subsidiary under paragraph 110(1)(a), (b) or (b.1) in re- 
spect of such gifts, and 


(ai) the amount of the excess determined under paragraph 
(i) shall be deemed not to have been deductible in any 
‘taxation year of the parent ending on or before the day 
the subsidiary was wound up; 


Para. 88(1)(g) added by 1988, c. 55, subsec. 61(6), applicable to 
windings-up commencing after December 15, 1987. 


That portion of subsec. 88(1) preceding para. (a) substituted by 
1987, c. 46, subsec. 30(1), to add “other than subsection 69(11)”, 
applicable after January 15, 1987. That portion of para. 88(1)(a) 
preceding subpara. (i) substituted to add “(other than an interest in a 
partnership)’, para. 88(1)(a.2) added, para. 88(1)(c) substituted, and 
that portion of para. 88(1)(e.2) preceding subpara. (i) substituted to 
add reference to para. 87(2)(e.1) by 1987, c. 46, subsecs. 30(2)—(5), 
applicable with respect to windings-up commencing after January 
15, 1987. Para. 88(1)(c) formerly read: 


(c) the cost to the'parent of each property of the subsidiary 
distributed to the parent on the winding-up shall be deemed to 
be the amount deemed by paragraph (a) to be the proceeds of 
disposition of the property, plus, where the property was a 
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capital property (other than depreciable. property) owned by 
the subsidiary at the time that the parent last acquired control 
of the subsidiary and thereafter without interruption until 
such time as it was distributed to the parent on the winding- 
up, the amount determined under paragraph (d) in respect 
thereof; 


Subpara. 88(1)(e.3)(i) substituted, cl. 88(1)(e.3)(11)(B) amended to 
substitute “(g) to (i) and (k)” for “(g) to (k)”, and cl. 
88(1)(e.3)(ii)(C) added by 1987, c, 46, subsecs. 30(6), (7), applica- 
ble with respect to windings-up commencing after May 23, 1985 
except that, with respect to acquisitions of control occurring on or 
before January 15, 1987 or before 1988, where the persons acquir- 
ing the control were obliged on that date to acquire the control (see 


“Interpretation” following this history) pursuant to the terms of 


agreements in writing entered into on or before that date, subcl. 
88(1)(e.3)(i1)(C)(1) shall be read as follows: 


(1) where the subsidiary carried on a particular business in the 
course of which a property was acquired, or an expenditure 
was made, before that time in respect of which an amount 
was included in computing the subsidiary’s investment tax 
credit for its taxation year in which it was wound up, the 
amount, if any, by which the aggregate of all amounts each of 
which is the parent’s income for the particular year from, the 
particular business, the parent’s income for the particular year 
from any other business substantially all the income of which 
was derived from the sale, leasing, rental or development of 
properties or the rendering of services similar to the proper- 
ties sold, leased, rented or developed, or the services ren- 
dered, as the case may be, by the subsidiary in carrying on the 
particular business before that time, or the amount, if any, by 
which, 


1. the aggregate of the parent’s taxable capital gains for 
the particular year from the disposition of property 
owned by the subsidiary at that time, other than property 
that was acquired from the purchaser or a person who did 
not deal at arm’s length with the purchaser, 


exceeds 


2. the aggregate of the parent’s allowable capital losses 
for the particular year from the disposition of such 


property 


exceeds, in the case of a winding-up commencing after June 
5, 1987, the aggregate of the amounts, if any, deducted by the 
parent under paragraph 111(1)(a) or (d) for the particular year 
in respect of a non-capital loss or a farm loss, as the case may 
be, for a taxation year in respect of the particular business 


Subpara. 88(1)(e.3)(i) formerly read: 


(1) property. acquired and expenditures made by the subsidiary 
in a taxation year (in this paragraph referred to as the “expen- 
diture year’) shall be deemed to have been acquired or, made, 
as the case may be, by the parent in its taxation year in which 
the expenditure year of the subsidiary ended, and 


Para. 88(1)(e.2) amended by 1986, c. 2, s. 22, applicable to 1985 et 
seq., to add subpara. 88(1)(e.2)(xxi) and in that portion preceding 
subpara. (i), to substitute “paragraphs 87(2)(c)” for “the provisions 
of paragraphs 87(2)(c)”, to substitute reference to paragraphs 
87(2)(1.3) to (u) for reference to paragraphs 87(2)(1.3). to (s), (t), (u) 
and to add reference to paragraph 87(2)(pp). 


Paras. 88(1)(e.3) and (e.4) added by 1986, c. 6, subsec. 47(1), appli- 
cable with respect to windings-up commencing after May 23, 1985. 


Subpara. 88(1)(a)(i) substituted applicable with respect to windings- 
up commencing in taxation years commencing after 1984; subpara. 
88(1)(e.6)(i) amended by substituting “deducted” for “each of 
which was the amount deductible’, applicable to 1984 et seq.; and 
para. 88(1)(e.8) added applicable with respect to windings-up com- 
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mencing after 1983 by.1985, c. 45, subsecs. 43(1)-(3). Subpara. 
88(1)(a)(i) formerly read: 

(i) in the case of any property described in subsection 59(2), 

nil, 
All that portion of para. 88(1)(e.2) preceding subpara. (1) substi- 
tuted, subpara. 88(1)(e.2)(ix) and para. 88(1)(e.3) repealed and para. 
88(1)(e.7) added by 1984, c. 45, subsecs. 28(1) to (4). The substi- 
tuted portion of para. 88(1 )(e.2) preceding subpara. (i) is applicable 
to 1984 et seg. except that, in its application to the 1984 taxation 
year, paragraph 88(1)(e.2) shall. be deemed to have included a refer- 
ence to paragraph 87(2)(ee); the repeal of subpara. 88(1)(e.2)(ix) is 
applicable to 1984 et seq; the repeal of para. 88(1)(e.3) is applicable 
to 1985 et seq; para. 88(1)(e.7) is applicable to the computation of 
tax for 1984 et seg. That portion of para. 88(1)(e.2) preceding sub- 
para. (i), subpara. 88(1)(e.2)(ix) and para. 88(1)(e.3) formerly read: 


(e.2) the provisions of paragraphs 87(2)(c), (d.1), (g) to (1), 
(1.3) to (s), (t), (a), (x), (y.1) to. (z.1), (ec), (ee), and (Il) to 
(00), subsection. 87(6) and, subject to section 78, subsection 
87(7) apply to. the winding-up as if the references therein to 


thee 


(ix) “predecessor corporation’s foreign tax carryover” were 
read as “subsidiary’s foreign tax carryover”, 


(e.3) for the purpose of computing the cumulative deduction 
account (within the meaning assigned by subsection 125(6)) 
of the parent, there shall be added to the parent’s cumulative 
‘deduction account at the end of its taxation year during which 
the subsidiary was wound up, the amount of the subsidiary’s 
cumulative deduction account at the end of the taxation year 
during which the subsidiary was wound up and, with respect 
to that addition, the parent shall be deemed to be a continua- 
tion of the subsidiary; 
Para. 88(1)(d.2) substituted, all that portion of para. 88(1)(e.2) pre- 
ceding subpara. (i) substituted to add “to (00)”, subparas. 
88(1)(e.2)(xvii) to (xx) added, by 1984, c. 1, subsecs. 39(1)—(3). 
Para 88(1)(d.2), as substituted, applicable with respect to windings- 
up commencing after November 12, 1981. All that portion of para. 
88(1)(e.2) preceding subpara. (i), as substituted, and subparas. 
88(1 )(e.2)(xvii) to (xx) applicable to 1983 et seq. Para. 88(1)(d.2) 
formerly read: 


(d.2) in determining for the purposes of this paragraph and 
paragraphs (c) and (d) the time that a taxpayer last acquired 
control of the subsidiary, where any share of the subsidiary 
was acquired (otherwise than by way of bequest or inheri- 
tance) from any person (in this paragraph referred to as the 
“vendor’) with whom the taxpayer was not dealing at arm’s 
length, the taxpayer shall be deemed to have last acquired 
control at the earlier of the time that the vendor last acquired 
control (within the meaning assigned by subsection 186(2) if 
the reference therein to “another corporation” were read as a 
reference to “a person” and the references) therein to “the 
other corporation” were read as references to “the person”) of 
the subsidiary and the time that the vendor was deemed. by 
this subsection to have last acquired control; 


All that portion of para. 88(1)(d) preceding subpara: (i), cl. 
88(1)(d)(i.1)(B), paras. 88(1)(d.1), (d.2), (e.3), (e.6), all that portion 
of para. 88(1)(e.2) preceding subpara. (i) substituted, subparas. 
88(1)(e.2)(xiv)—(xvi) added by 1980-81-82-83, c. 140, subsecs. 
53(1)-(7). (For application, see “Application” bap The substi- 
tuted portions formerly read: 


(d) the amount determined under this Lit den in respect of 
each property that was a capital property (other than a depre- - 
ciable property) owned by the subsidiary at the time that the 
parent last acquired control of the subsidiary and thereafter 
without interruption until such time as it was distributed to 
the parent on the winding-up, is such portion of the amount, if 
any, by which the aggregate determined under subparagraph 
(b)(ii) exceeds the aggregate of 
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LR ; by. persons with whom the parent was dealing at arm’s length”, 


(B) capital dividends on the share or on any share (in this 
subparagraph referred to as a “replaced share”) for which 
the sharé or a replaced share ° was” Substituted “or 
exchanged, 


(d.1) subsection 84(2) and section 21 of the Income Tax Ap- 
' plication Rules, 1971 are not applicable to the winding-up of 
the subsidiary; 


(d.2) in determining for the purposes of this. paragraph and 
paragraphs (c) and (d) the time that.a taxpayer last acquired 
control of the subsidiary, where control of the subsidiary. was 
acquired. (otherwise than by way of bequest or inheritance) 
from a person (in this paragraph referred to as the “vendor”) 
with whom the taxpayer was not dealing at.arm’s length, the 
taxpayer shall be deemed to have last acquired control at the 
earlier of the time that the vendor last acquired control 
(within the meaning assigned by subsection 186(2)) of the 
subsidiary and the time. that the, vendor was deemed by. this 
_ subsection to have last acquired control; 


Those portions formerly read: 


88. (1) Winding-up, of wholly-owned taxable Canadian 
corporation — Where a taxable Canadian corporation (in 
this section referred to as the “subsidiary”’) has been wound 
up after May 6, 1974 and all of the issued shares of the capi- 
tal stock thereof were, immediately before’ the winding-up, 


‘owned by another taxable Canadian corporation (in this sec- 


tion referred to as the “parent’), notwithstanding any other 
provisions of this Act, the following rules apply: 


(b) the shares of the capital stock of the subsidiary shall 
be deemed to have been disposed of by the parent on the 
winding-up for proceeds equal to the greater of 
(i) the lesser of the paid-up capital in respect of the 
capital’ ‘stock. of the subsidiary immediately before 
the winding-up and the amount determined under 
subparagraph (d)(i), and 


All that portion of subsec. 88(1) preceding para. (a), para. 88(1)(d), 
all that portion of para. 88(1)(e.2) preceding subpara, (i) substituted, 


(e.2) the provisions of paragraphs 87(2)(c); (d.1), (g) to (L), para. 88(1)(d.2), subpara. 88(1)(e.2)(xiii) added by 1979, c. 5, sub- 
(1.3) to (s), (t), (W),(x), (Z), (z.1), (ce) and (ee), subsection secs. 29(1) to (5). (For application, see “Application” below.) The 
$7(6) and, subject to section 78,:subsection 87(7) apply tothe substituted provisions formerly read: 


winding-up as if the references. therein to 


(e.3) for the purpose of computing the cumulative deduction 
account (within the meaning assigned by subsection 125(6)) 
of the parent, there shall be added to the parent’s cumulative 
deduction account at the end of its taxation year during which 
the subsidiary was wound up, the amount of the subsidiary’ s 
cumulative: deduction account at the end of the taxation year 
during which the subsidiary was, wound up; 


(e.6) for the purposes of paragraphs 110(1)(a), (b) and (b.1), 
gifts made by the subsidiary in its last taxation year shall, to 
the extent that they were not deductible in computing its taxa- 
ble income for that taxation year, be. deemed to have been 
made by the parent in its first taxation year ending after the 
subsidiary was wound up; and 
Application — 1980-81-82-83, c. 140, subsecs. 53(12)-(18) 
provide: 
All that portion of para. 88(1)(d) preceding subpara. (i) is appli- 
cable with respect to distributions .occurring after June 28, 
1982. 


Cl. 88(1)(d)G.1)(B) is birintente after June 28; 1982. 


Paras. 88(1)(d.1), (d.2) are applicable with respect to windings- 
up commencing after November 12, 1981. 

Para. 88(1)(e.2) is applicable to taxation years ending after No- 
vember 12, 1981 except that the reference therein to para. | 
87(2)(mm) is applicable only to windings-up. occurring after 
1981, 


Subparas. 88(1)(e.2)(xiv), (xv) are applicable to taxation years 
commencing after 1982; subpara. 88(1)(e.2)(xvi) is applicable 
after June 28, 1982. 

Para. 88(1)(e.3) is applicable to. taxation years ending after 
1982. 


Para. 88(1)(e.6) is applicable to gifts made in 1981 et Seq. 


All that portion of subsec. 88(1) preceding para. (a) and all that por- 
tion of para. 88(1)(b) preceding subpara. (ii) substituted by 1980- 
81-82-83, c. 48, subsecs. 48(1), (2), applicable with respect to wind- 
ings-up commencing after December 11, 1979, except that in their 
application to windings-up that commenced before January 13, 
1981, subsec. 88(1) shall: be read without the references: therein to 
“and all the shares of the subsidiary that were not owned by the 
parent immediately before the winding-up were owned at that time 
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88. (1) Winding-up of wholly-owned Canadian corpora- 
tion— Where a Canadian corporation (in this section re- 
ferred to as the “‘subsidiary”) has been wound up.after May 6, 
1974 and all of the issued shares of the capital stock thereof 
were, immediately before the winding-up, owned by another 
Canadian corporation (in this section referred to as the “par- 
ent’), notwithstanding any other provisions of this Act, the 
following rules apply: 


(d) the amount determined under this paragraph in re- 
~ spect of each property that was'a capital property (other 
than a depreciable property) owned by the subsidiary at 
_. the, time. that the parent last acquired control of the sub- 
sidiary and thereafter without interruption until such time 
as it was distributed to the parent on. the winding-up, is 
such portion of the amount, if any, by which the aggre- 
gate determined under subparagraph (b)(ii) exceeds 


(i) the amount, if any, by. which, - 


(A) the aggregate of amounts each of which is an 
amount in respect of any property owned by the 
subsidiary immediately before the winding-up, 
equal to the cost amount to the subsidiary of the 
property. immediately before the winding-up, 
plus the amount of any money of the subsidiary 
on hand immediately before Hie TE -up, 


exceeds the aggregate of 


(B) all amounts each of which is th amount of 
any debt owing by the subsidiary, or of any other 
obligation of the subsidiary to pay any amount, 
that was outstanding immediately before the 
winding-up, and 
(C) the amount of any reserve (other than a re- 
serve referred to in paragraph 20(1)(n), subpara- 
graph 40(1)(a)(iii) or subsection 64(1) or (1.1)), 
deducted in computing the subsidiary’s income 
for its taxation year during which its assets were 
distributed to the parent on the winding-up, 
as is designated by the parent in respect of that capital 
property in its return of income under this Part for its tax- 
ation year in which the subsidiary was so wound up, ex- 
cept that 
(ii) in no case shall the amount so designated in re- 
spect of any such capital property exceed the 
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amount, if any, by which the fair market value of the 
property at the time the parent last acquired control 
of the subsidiary exceeds the cost amount to the sub- 
sidiary of the property immediately before the wind- 
ing-up, and 


(iii) in no case shall the aggregate of amounts so des- 
ignated in respect. of all such capital properties ex- 
ceed the amount, if any, by which the aggregate de- 
termined under subparagraph (b)(ii) exceeds the 
amount determined under subparagraph (1); 


(e.2) the provisions of paragraphs 87(2)(c), (d.1), (g) to 
(1), (1.3) to (s), (t),(u), (x), (Zz), (z.1), (cc) and. (ee) and, 
subject to section 78, subsection 87(7) apply to the wind- 
ing-up as if the references therein to 


Application — 1979, c. 5, subsecs. 29(7), (8) provide: 


All that portion of subsec. 88(1) preceding para. (a), paras. 
88(1)(d), (d.2) are applicable with respect to corporate wind-ups 
ending after November 16, 1978. 


All that portion of para. 88(1)(e.2) preceding subpara. (i), sub- 
para. 88(1)(e.2)(xiii) are applicable with respect to corporate 
wind-ups ending after November 16, 1978. 


All that portion of para. 88(1)(e.2) preceding subpara. (1) and para. 
88(1)(e.6) substituted by 1977-78, c. 32, subsecs..23(1), (2), appli- 
cable, as to that portion, to 1978 et seq.; and, as to para. 88(1)(e.6), 
with respect to wind-ups commencing after September 5, 1977, to 
add “(1), (1.3) to” in that portion and the reference to (b.1) in para. 
88(1)(e.6). 


Paras. 88(1)(a.1), (c), (e.3), subparas. 88(1)(b)(i), (d)(@i), all that 
portion of para. 88(1)(d) preceding _subpara. (4), clause 
88(1)(d)(Gi)(C) substituted, paras. 88(1)(e), (e.4), subparas. 
88(1)(d)(G.1), G.2), (€.2)(xi1)—-(xiv) repealed, subpara. 88(1)(d)(xv) 
renumbered. as (x11) by 1977-78, c. 1, subsecs..43(1)—(10). (For ap- 
plication, see “Application” below.) The substituted and repealed 
portions formerly read: 


(a.1) each property of the subsidiary that was distributed to 
the parent on the winding-up shall, for the purpose of subpar- 
agraph 89(1)(1)(ii) or (xiv), be deemed not to have been dis- 
posed of; 


[(b)](@) lesser of the paid-up capital limit of the subsidiary im- 
mediately before the winding-up and the amount determined 
under subparagraph (d)(i), and 


(c) the cost to the parent of each property of the subsidiary 
distributed to the parent on the winding-up shall be deemed to 
be the amount deemed by paragraph (a) to be the proceeds of 
disposition of the property, plus, where the property was a 
capital property (other than depreciable property) of the sub- 
sidiary, the amount determined under paragraph (d) in respect 
thereof; 


(d) the amount determined under this paragraph in respect of 
each property that was a capital property (other than a depre- 
ciable property) of the subsidiary is such portion of the 
amount, if any, by which the aggregate determined under sub- 
paragraph (b)(ii) exceeds the aggregate of 


[(i)](C) the amount of any reserve (other than a reserve re- 
ferred to in paragraph 20(1)(n), subparagraph 40(1)(a)(iii) or 
subsection 64(1)), deducted in computing the subsidiary’s in- 
come for its taxation year during which its assets were dis- 
tributed to the parent on the winding-up, 


(1.1) the amount of the subsidiary’s tax-paid undistributed 
surplus on hand at the time it was wound up, and 


(1.2) the amount of the subsidiary’s 1971 capital surplus on 
hand at the time. it was wound up, 


Income Tax Act, Part I; Div. B 


(ii) in no case shall the amount so designated in respect of 
any such capital property exceed the amount, if any, by which 
the fair market value of the property immediately before the 
winding-up exceeds the cost amount to the subsidiary of the 
property immediately before the winding-up, and 


(e) for the purposes of Parts VII and VIII, the subsidiary shall 
be deemed. to have paid and the parent shall be deemed to 
have received a taxable dividend on the shares of the capital 
stock of the subsidiary equal to the amount that would have 
been the designated surplus of the subsidiary with respect to 
the parent that would have been determined under paragraph 
192(13)(b) if control of the subsidiary had been acquired by 
the parent immediately before the winding-up of the subsidi- 
ary and the taxation year of the subsidiary that included that 
time had ended immediately before that time; 


[(e.2)](xii) “tax-paid undistributed surplus on hand immedi- 
ately before the amalgamation” were read as “tax-paid undis- 
tributed surplus on hand at the time the subsidiary was wound 
up”, 

(xiii) “the aggregate of amounts each of which is the 1971 
capital surplus on hand, if any, of a predecessor corporation 
immediately before the: amalgamation” were read as “the 
amount of the subsidiary’s' 1971 capital: surplus on hand at the 
time the subsidiary was wound up”, 


(xiv) “the aggregate of amounts each of which is the paid-up 
capital deficiency, if any, of a predecessor corporation imme- 
diately before the amalgamation” were read as “the amount of 
the subsidiary’s paid-up capital deficiency at the time, the sub- 
sidiary.was wound up”, and 


(e.3) for the purpose of computing the cumulative deduction 
account (within the meaning assigned by subsection 125(6)) 
of the parent at the end of its taxation year during which the 
subsidiary was wound up and any subsequent year, there shall 
be added to the amount determined under paragraph 
125(6)(b), from which the aggregate of the amounts referred 
to in subparagraphs (iii) and (iv) thereof is to be subtracted, 
an amount equal to the amount that would have been the sub- 
sidiary’s cumulative deduction account at the end of its taxa- 
tion year during which the subsidiary was wound up if para- 
graph 125(6)(b) were read without reference to subparagraph 
(iv) thereof; 


(e.4) for the purpose of computing the 1971 undistributed in- 
come on hand of the parent at any time after the winding-up, 
where the subsidiary had 1971 undistributed income on hand 
at the time the subsidiary was wound up, the amount thereof 
shall (except for the purpose of determining the designated 
surplus of the parent at any time) be added to the aggregate of 
the amounts determined under paragraphs 196(4)(a) to (c); 


Application — 1977-78, c. 1, subsecs. 43(13)-(17) provide: 
Para. 88(1)(a.1) is applicable after December 31, 1978. 
Subpara. 88(1)(b)(i) is applicable after March i bel MT 


Para. 88(1)(c), all that portion of para. 88(1)(d) preceding sub- 
para. (i), clause 88(1)(d)(i)(C), repeal of subparas. 88(1)(d)(i.1), 
(i.2), (e), subpara. 88(1)(d)(ii) are applicable with respect to 
corporate wind-ups commencing after March 31, 1977. 


The repeal of subparas. 88(1)(e.2)(xii), (xiii) is applicable after 
December 31, 1978 and the repeal of subpara. 88(1)(e. 2){X1Y) 1 is 
applicable after March 31, 1977. 


Para. 88(1)(e.3) is applicable to a parent corporation’s 1978 and 
subsequent taxation years and the repeal of para. 88(1)(e.4) is 
applicable after December 31, 1978. 


All that portion of para. 88(1)(e.2) preceding subpara. (i) substituted 
by 1976-77, c. 4, subsec. 34(1), applicable in i da of any wind- 
ing-up ending after May 6, 1974. 
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All that portion of subsec. 88(1) preceding para. (b), subpara. 
88(1)(b)(i1), all that portion of para. 88(1)(d) preceding subpara. (ii), 
para. 88(1)(e) substituted, paras. 88(1)(d.1), (e.1)-(e.6) added by 
1974-75-76, c. 26, subsecs. 52(1)-(4), applicable in respect of any 
winding-up ending after May 6, 1974, except that subparagraphs 
88(1)(d)(.1) and (1.2) are applicable for the purpose of computing 
the adjusted cost base of a property after February 1975. That por- 
tion of subsec. 88(1), subpara. 88(1)(b)(ii), that portion of para. 
88(1)(d), para. 88(1)(e) formerly read: 


88. (1) Where a Canadian corporation (in this section referred 
to as the “subsidiary”) has been wound up after 1971 and all 
of the issued shares of the capital stock thereof were, immedi- 
ately before the winding-up, owned by another Canadian cor- 
poration (in this section referred to as the “parent’’), notwith- 
standing any other provisions,of this Act the following rules 
apply: 

(a) each property of the subsidiary that was distributed to 

the parent on the winding-up shall be deemed to have 

been disposed of by the subsidiary for proceeds equal to, 


(i) in the case of any property described in subsection 
59(2), nil, and . 


(ii) in the case of any other property, the cost amount 
to the subsidiary of the property immediately before 
the winding-up; 


[(b)](i) the aggregate of amounts each of which is an 
amount in respect of any share of the capital stock of 
the subsidiary so disposed of by the parent on the 
winding-up, equal to the adjusted cost. base to the 
parent of the share immediately before the winding- 
up minus. any subsequent deduction from that ad- 
justed cost base that is required by subsection 53(2) 
to be made’ as a result of the deemed dividend re- 
ferred to in paragraph (e); 


(d) the amount determined under this paragraph in re- 
spect:of each property that was a capital property (other 
than depreciable property) of the subsidiary is such por- 

. tion of the amount, if any, by which the aggregate deter- 
mined under subparagraph (b)(ii) exceeds 


(i) the amount, if any, by which 


(A) the aggregate of amounts each of which is an 
amount in respect of any property owned by the 
subsidiary immediately before the winding-up, 
equal to the cost amount to the subsidiary of the 
property immediately before the winding-up, 
“plus the amount of any money of the subsidiary 
on hand immediately before the winding-up, 


exceeds 


(B) the aggregate of amounts each of which is 
the amount of any debt owing by the subsidiary, 
or of any other obligation of the subsidiary to 
pay any amount, that was outstanding immedi- 
ately before the winding-up, ' 


as is designated by the parent’ in respect of that capital 
property in its return of income under this Part for its tax- 
ation year in which the subsidiary was so wound up, ex- 
cept that 


(e) the subsidiary shall be deemed to have paid and the 
parent shall be deemed to have received, at the particular 
time referred to in subsection (2), a dividend on the 
shares of the capital stock of the subsidiary equal to the 
amount, if any, by which the amount determined under 
subparagraph (d)(i) exceeds the paid-up capital limit of 
the subsidiary immediately before the winding-up and the 
dividend shall be deemed to have become payable by the 
subsidiary at the particular time referred to in subsection 
(2); and 


S. 88(1.1)(b) 


Subpara. 88(1)(b)(1i1) substituted by 1973-74, c: 30, s. 8, applicable 
to 1972 et seq. 


S. 88 renumbered as subsec. 88(1), subpara. 88(1)(b)(ii), para. 
88(1)(e) substituted by 1973-74, c. 14, subsecs. 27(1)-(3), applica- 
ble to 1972 et seq. 


Interpretation — “obliged to acquire or dispose of 
property or to acquire control of a corporation”: 1987, c. 
46, s. 72 reads as follows: 


72. For the purposes of this Act, a person shall be considered 
not to be obliged either to acquire or dispose of property or to 
acquire control of a corporation, as the case may be, if the 

_ person may be excused from performing the obligation as a 
result of changes to the [/ncome Tax Act] affecting acquisi- 
tions or dispositions of property or acquisitions of control of 
corporations. 


Selected Cases [subsec. 88(1)]: Hickman Motors Ltd. v. R., 
[1998] 1 C.T.C. 213 (SCC); rev’g [1995] 2 C.T.C. 320 (FCA) 
(Property retains depreciable character in hands of transferee on 
winding-up, if not used for other purposes). 


Interpretation Bulletins [subsec. 88(1)]: IT-109R2: Unpaid 
amounts; IT-121R3: Election to capitalize cost of borrowed money; 
IT-126R2: Meaning of “winding-up”; IT-142R3: Settlement of 
debts on the winding-up of a corporation; IT-151R4: Scientific re- 
search and experimental development expenditures; IT-154R: Spe- 
cial reserves; IT-321R:. Insurance agents and brokers — unearned 
commissions; IT-488R2: Winding-up of 90%-owned taxable Cana- 
dian corporations. See also list at end of s. 88. 

Information Circulars [subsec. 88(1)]: 88-2 Supplement, para. 
8: General anti-avoidance rule — section 245 of the Income Tax 
Act. 


(1.1) Non-capital losses, etc., of subsidiary — 
Where a Canadian corporation (in this. subsection re- 
ferred to as the “subsidiary”’) has been wound up and 
not less than 90% of the issued shares of each class 
of the capital stock of the subsidiary were, immedi- 
ately before the winding-up, owned by another Ca- 
nadian corporation (in this subsection referred to as 
the “parent’”’) and all the shares of the subsidiary that 
were not owned by the parent immediately before 
the winding-up were owned at that time by a person 
or persons with whom the parent was dealing at 
arm’s length, for the purpose of computing the taxa- 
ble income of the parent under this Part and the tax 
payable under Part IV by the parent for any taxation 
year commencing after the commencement of the 
winding-up, such portion of any non-capital loss, re- 
stricted farm loss, farm loss or limited partnership 
loss of the subsidiary as may reasonably be regarded 
as its loss from carrying on a particular business (in 
this subsection referred to as the “subsidiary’s loss 
business’) and any other portion of any non-capital 
loss or limited partnership loss of the subsidiary as 
may reasonably be regarded as being derived from 
any other source or being in respect of a claim made 
under section 110.5 for any particular taxation year 
of the subsidiary (in this subsection referred to as 


“the subsidiary’s loss year’), to the extent that it 


(a) was not deducted in computing the taxable in- 
come of the subsidiary for any taxation year of 
the subsidiary, and 


(b) would have been deductible in computing the 
taxable income of the subsidiary for any taxation 
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year beginning after the commencement of the 
winding-up, on the assumption that it had such a 
taxation year and that it had sufficient 1 income for 
that year, 


shall, for the purposes of this subsection, paragraphs 
111(1)(a), (c), (d) and (e), subsection. 111(3) and Part 
IV 


’ 


(c) in the case of such portion of any non-capital 
loss, restricted farm loss, farm loss or limited 
partnership loss of the subsidiary as may reasona- 
bly be regarded as its loss from carrying on the 
subsidiary’s loss business, be deemed, for the 
taxation year of the parent in which the. subsidi- 
ary’s loss year ended, to be.a non-capital loss, re- 
stricted farm loss, farm loss or limited partnership 
loss, respectively, of the parent from carrying on 
the subsidiary’s loss business, that was’ not de- 
ductible by the parent in computing its taxable in- 
come for any taxation year that commenced 
before the commencement of the winding-up, 


(d) in the case of any other portion of any non- 


capital loss or limited partnership loss of the sub- 
sidiary as may reasonably be regarded as being 
derived from any other source, be deemed, for the 
taxation year of the parent in which the subsidi- 
ary’s loss year ended, to be a non-capital loss or a 
limited partnership loss, respectively, of the par- 
ent that was derived from the source from which 
the subsidiary derived the loss and that was not 
- deductible by the parent in computing its taxable 
income for any taxation year that commenced 
before the commencement of the winding-up, and 


(d.1) in the case of any other portion of any non- 
capital loss of the subsidiary as may reasonably 
be regarded as being in respect of a claim made 
under section 110.5, be deemed, for the taxation 
year of the parent in which the subsidiary’s loss 
year ended, to be a non-capital loss of the parent 
in respect of a claim made under. section 110.5 
that was not deductible by the parent in comput- 
ing its taxable income for any taxation year that 
commenced before the commencement of the 
winding-up, 


except that - 


(e) where at any time control.of the parent or sub- 
sidiary has been acquired by a person or-group of 
persons, no.amount in respect of the subsidiary’s 
non-capital loss or farm loss for a taxation. year 
ending before that time is deductible in comput- 
ing the taxable. income of the parent for.a particu- 
lar taxation year ending after that time, except 
that such portion of the subsidiary’s non-capital 
loss or farm loss as may reasonably be regarded 
as its loss from carrying on a business and, where 
a business was carried on by the subsidiary in 
that year, such portion of the non-capital loss as 
may reasonably be regarded as being in respect of 
an amount deductible under paragraph 110(1)(k) 
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in computing its taxable income for the year is 
deductible only 
(1) if that business 1s carried on by the subsidi- 
ary or the parent for profit or with a reasona- 
ble expectation of profit throughout: the partic- 
ular year, and 


(ii) to the extent of the total of the parent? s.in- 
come for the particular year from that busi- 
ness and, where properties were sold, leased, 
rented or developed or services rendered in 
the course of carrying on that business before 
that time, from any other business: substan- 
tially all of the income of which was derived 
from the sale, leasing, rental or development, 
as the case may be, of similar properties or the 
rendering of similar services, 
and, for the purpose of this paragraph, where this 
subsection applied to the winding-up of another 
corporation in respect of which the subsidiary 
was the parent and this paragraph applied in re- 
spect of losses of that other corporation, the sub- 
sidiary shall-be deemed to be the same corpora- 
tion as, and a continuation of, that other 
corporation with respect to those losses, and 


(f) any portion of a loss of the subsidiary that. 
would otherwise be deemed by paragraph (c), (d) 
or (d.1) to be a loss of the parent for a particular 
taxation year beginning after the commencement 
of the winding-up shall be deemed, for the pur- 
pose of computing the parent’s taxable income 
for taxation years beginning after the commence- 
ment of the winding-up, to be such a loss of the 
parent for its immediately preceding taxation year 
and not for the particular year, where the parent 
so elects in its return of income under this Part 
for the particular year. . 
Related Provisions: 10(11) — Adventure in the nature of trade 
deemed to be business carried on by corporation; 88(1.3) — Rules 
relating to computation of income and tax of parent; 256(7)-(9) — 
Whether control acquired. 
History: Para. 88(1. 1)(b) amended to ienbasiush “any taxation year” 
for “its first taxation year’, and that.portion of subsec. 88(1.1) be- 
tween paras. (b) and (c) amended to add “this subsection”, by 1994, 
c. 7, Sch. If (1991, c. 49), subsec. 66(10), applicable in computing 
the taxable income of parent corporations for 1985 et seq. 


That portion of para. 88(1. 1)(e) following subpara. (ii) added by 
1994, c.7,.Sch, IT (1991, ¢. 49), subsec. 66(11), applicable in com- 
puting taxable income for 1990 et seq. 


Para. 88(1.1)(f) added by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
66(12), applicable in computing the taxable income of parent corpo- 
rations for 1985 et seq., except that a parent corporation may elect 
in accordance with the para. in respect of any of its 1985 to 1991 
taxation years by so notifying the Minister of National Revenue i in 
writing before June 18, 1992. 


Pre-RSC History: That portion of para. 88(1.1)(e) preceding sub- 
para. (i) substituted by 1988, c..55, subsec. 61(7), applicable with 
respect to non-capital losses and farm losses for 1988 et seq. That 
portion formerly read: 


(e) where, at any time, control of the parent or edubeithity has 
been acquired by a person or group of persons, no amount in 
respect of the subsidiary’s non-capital loss or farm loss for a 
taxation year ending before that time is deductible in.comput- 
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ing the taxable income of the parent for a particular taxation 

-year ending after that time, except that such portion of the 
subsidiary’s non-capital loss or farm loss from carrying on a 
business is deductible 


That portion of subsec. 88(1.1) following para. (b) and preceding 
para. (c) substituted by 1987, c. 46, subsec. 30(8), to add reference 
to para. 111(1)(e), applicable after February 25, 1986; para. 
88(1.1)(e) substituted by 1987, c: 46, subsec: 30(9), applicable to 
acquisitions of control occurring after January 15, 1987 other than 
acquisitions of control occurring before 1988, where the persons ac- 
quiring the control were obliged on that date to acquire the control 
pursuant to the terms of agreements in writing entered into. on or 
before that date. Reference should be made to “Interpretation” fol- 
lowing this history. Para. 88(1.1)(e) formerly read: 


(e), where, at any time, control of the parent or subsidiary has 
been, acquired by a person or persons (each of whom is in this 
section referred to as the “purchaser”) such portion of the 
subsidiary’s non-capital loss or farm loss for a taxation year 
ending before that time.as may reasonably. be regarded as its 
loss. from carrying on a particular business is deductible by 
the parent for a particular taxation year ending after that time 


(i) only if that business was carried on by the subsidiary 
or parent for profit or with a reasonable eipecetiva of 
profit 


(A) throughout the part of the particular year that is 
after that time, where control of the parent or subsid- 
lary was acquired in the particular year, and 


(B) throughout the particular year, in any other case, 
and 
Gi) only to the extent of the aggregate of, 


(A) the parent’s income for the particular year from 
that business and, where properties were sold, leased, 
rented or developed or services, rendered.in the 
course of carrying on that business before that time, 

_ from any other business. substantially all the income 
of which was derived from the sale, leasing, rental or 
development, as the case may be, of similar proper- 
ties or the rendering of similar services, and 


(B) the amount, if any, by which 


(I) the aggregate of the parent’s taxable capital 
gains for the particular year from dispositions of 
property owned. by. the corporation at or before 
that time, other than property that was. acquired 
by the subsidiary within the two-year period 
ending at that time from the purchaser or. a per- 
son who did: not deal at arm’s length with the 
purchaser, 


exceeds 


(iI) the aggregate of the parent’s allowable capi- 
tal losses for the particular year from disposi- 
tions described in subclause (1). 


That portion of subsec. 88(1.1) preceding para. (a) amended by 
1986, c. 55, subsec. 24(1), to substitute “restricted: farm loss, farm 
loss or limited partnership loss” for “restricted farm loss or farm 
loss” and “any non-capital loss or limited partnership loss of the 
subsidiary” for “any non-capital loss of the subsidiary”, applicable 
after February 25, 1986. iti 


Paras. 88(1.1)(c) and (d) amended by 1986, c. 55, subsec. 24(2), to 
substitute, in para. (c), “restricted farm loss, farm loss or limited 
parinership loss of the subsidiary” for “restricted farm loss or farm 
loss of the subsidiary” and “restricted farm loss; farm loss or limited 
partnership loss, respectively,” for “restricted farm loss or farm loss, 
respectively,”; and in para. (d), “any non-capital loss or limited part- 
nership. loss of the subsidiary” for “any non-capital loss of the sub- 
sidiary”, “a non-capital loss*or.a limited partnership loss, respec- 
tively, of the parent” for “a non-capital loss of the parent” and 
“from which the subsidiary derived the loss”. for “from which the 
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subsidiary derived’ that portion of its non-capital loss’, 
after February 25, 1986. 


That portion of subsec. 88(1.1) preceding para. (a) amended to sub- 
stitute “for the purpose of computing the taxable income of the par- 
ent under this Part” for “for the purpose of computing the taxable 
income of the parent” and to substitute “non-capital loss of the sub- 
sidiary as may reasonably be regarded as being derived from any 
other source or being in respect of a claim made under section 
110.5” for “non-capital loss of the subsidiary from any other 
source” by 1985, c. 45, subsec. 43(4), applicable with Tespect to 
non-capital losses for 1985 et seq. 


Para. 88(1.1)(d) substituted, para. 88(1.1)(d.1) added, applicable 
with respect. to. non-capital losses for 1985 et seq.; subpara. 
88(1.1)(e)(i) substituted applicable with respect, to windings-up 
commencing in 1983 ef seq.; cl. 88(1.1)(e)(i)(B) substituted appli- 
cable with respect to acquisitions of control occurring after May 9, 
1985, except that subcl. 88(1.1)(e)Gi)(B)(D is applicable with re- 
spect to acquisitions of control occurring in 1984 et seq., by 1985, c. 
45, subsecs. 43(5)=(7). Para. 88(1.1)(d), Ra Bye. 1)(e)G) and 
cl. 88(¢1.1)(e)(@1)(B) formerly read: 


(d) in the case of any other portion of any non-capital loss of 
the subsidiary from any other source, be deemed, for the taxa- 
tion year: of the parent in which the subsidiary’s loss year en- 
ded, to be a non-capital loss of the parent that was derived 
from the source from which the subsidiary derived the loss 
and that was not deductible by the parent in computing its 
taxable income for any taxation year that commenced before 
the commencement of the winding-up, 


applicable 


parece. yay 


[(e)](@) only if throughout the particular year and after that 
time that business was carried on by the subsidiary or parent 
for profit or with a reasonable expectation of profit, and 


_{(e)(1)](B) the amount, if any, by which 


(1) the aggregate of the parent’s taxable capital gains for 
the particular year from the disposition of property 
owned by the subsidiary at or before that time, other than 
property that was acquired from the purchaser or a person 
who did not deal at arm’s length with the purchaser, 


exceeds 


(II) the amount, if any, by which the aggregate of the par- 
ent’s allowable capital losses for the particular year from 
the disposition of property described in subclause (I) ex- 
ceeds the aggregate of its allowable business investment 
losses for the particular year from the disposition of that 
property. 
Subsec. 88(1:1) substituted by 1984, c. 1, subsec. 39(4), applicable 
by 1984,.c. 45, subsec. 102(1), (deemed in force January 19, 1984), 
with respect to a subsidiary’s restricted farm losses determined for 
1978 et seg. where the winding-up of the subsidiary commenced in 
the 1983 or a subsequent taxation year and with respect to a subsidi- 
ary’s non-capital losses and farm losses determined for 1983 et seq. 
Subsec. 88(1.1) formerly read: 


(1.1) Non-capital losses of subsidiary — Where the wind- 
ing-up of a Canadian corporation (in this subsection referred 
to as the “subsidiary’”?) commenced after March 31, 1977 and 
not less than 90% of the issued shares of each class of the 
capital stock of the subsidiary were, immediately before the 
winding-up, owned by another Canadian corporation (in this 
subsection referred to as the “parent”) and all the shares of 
the subsidiary that were not owned by the parent immediately 
before the winding-up were owned at that time by a person or 
persons with whom the parent was dealing at arm’s length, 
for the purpose of computing the taxable income of the parent 
for any taxation year commencing after the commencement 
of the winding-up, such portion of any non-capital loss of the 
subsidiary, as may reasonably be regarded as its loss from 


699 


S. 88(1.1) 


carrying on a particular business (in this subsection referred 
to as the “subsidiary’s loss business”) and any other portion 
of any non-capital loss of the subsidiary from any. other 
source for any particular taxation year of the subsidiary (in 
this subsection referred to as the “subsidiary’s loss year”), to 
the extent that it 


(a) was not deductible in computing the taxable income 
of the subsidiary for any taxation year of the subsidiary, 
and 


(b) would have been deductible in computing the taxable 
income of the subsidiary for its first taxation year com- 
mencing after the commencement of the winding-up, on 
the assumption that it had such a taxation year and that it 
had sufficient income for that year, 


shall, for the purposes of paragraph 111(1)(a), subsection 
111(3) and Part IV, be deemed to be 


(c) in the case of such portion of any non-capital loss of 
the subsidiary as may reasonably be regarded as its loss 
from carrying on the subsidiary’s loss business, a non- 
capital loss of the parent from carrying on the subsidi- 
ary’s loss business, and 


(d) in the case of any other portion of any non-capital 
loss of the subsidiary from any other source, a non-capi- 
tal loss of the parent from the source from which the sub- 
sidiary derived the loss 


for the taxation year of the parent in which the subsidiary’s 
loss year ended that was not deductible by the parent in com- 
puting its taxable income for any taxation year that com- 
menced before the commencement of the winding-up, except 
that 


(e) where, at any time, control of the parent or subsidiary 
has been acquired by a person or persons (each of whom 
is in this section referred to as the “purchaser”), such por- 
tion of the subsidiary’s non-capital loss for a taxation 
year ending before that time as may reasonably be re- 
garded as its loss from carrying on a particular business 
is deductible by the parent for a taxation year ending af- 
ter that time only 


(i) if throughout the year and after that time the par- 
ticular business was carried on by the subsidiary or 
parent for profit or with a reasonable expectation of 
profit, and 


(11) to the extent of the aggregate of 


(A) the parent’s income for the year from the 
particular business and any other business sub- 
stantially all the income of which was derived 
from the sale, leasing, rental or development of 
property or the rendering of services that are 
similar to the properties sold, leased, rented or 
developed, or the services rendered, as the case 
may be, in the course of carrying on the particu- 
lar business before that time, or where the sub- 
sidiary was wound-up before that time, before 
the time of the commencement of the winding- 
up, and 


(B) the amount, if any, by which 


(1) the aggregate of the parent’s taxable cap- 
ital gains for the year from the disposition of 
property owned by the subsidiary at that 
time or, where the subsidiary was wound up 
before that time, at the time of the com- 
mencement of the winding-up, other than 
property that was acquired from the pur- 
chaser or from a person that did not deal at 
arm’s length with the purchaser, 


exceeds 
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(II) the amount, if any, by which the aggre- 
gate of the parent’s allowable capital losses 
for the year from the disposition of property 
described in subclause (I) exceeds the aggre- 
gate of its allowable business investment 
losses for the year from the disposition of 
property described in that subclause. 


Subsec. 88(1.1) substituted by 1980-81-82-83, c. 140, subsec. 53(8), 
applicable with respect to windings-up commencing after Novem- 
ber 12, 1981, except where control of the parent or subsidiary was 
last acquired by a person or persons before November 13, 1981, or 
after November 12, 1981’and before 1983 where the arrangements 
therefor were substantially advanced and evidenced in writing on 
November 12, 1981. Subsec. 88(1.1) formerly read: 


(1.1) Where the winding-up of a Canadian corporation (in 
this subsection referred to as the “subsidiary”) commenced 
after March 31, 1977 and not less than 90% of the issued 
shares of each class of the capital stock of the subsidiary 
were, immediately before the winding-up, owned by another 
Canadian corporation (in this subsection referred to as the 
“parent”) and all of the shares of the subsidiary that were not 
owned by the parent immediately before the winding-up were 
owned at that time by persons with whom the parent was 
dealing at arm’s length, for the purposes of computing the 
taxable income of the parent for any taxation year commenc- 
ing after the commencement of the winding-up, any non-capi- 
tal loss of the subsidiary for any particular taxation year of 
the subsidiary (in this subsection referred to as the “subsidi- 
ary’s loss year’), to the extent that it 


(a) was not deductible in computing the taxable income 
of the subsidiary for any taxation year of the subsidiary, 
and 


(b) would have been deductible in computing the taxable 
income of the subsidiary for its first taxation year com- 
mencing after the commencement of the winding-up, on 
the assumption that it had such a taxation year and that it 
had sufficient income for that year, 


shall, for the. purposes of paragraph 111(1)(a), subsection 
111(3) and Part IV, be deemed to be a non-capital loss of the 
parent for the taxation year of the parent in which the subsidi- 
ary’s loss year ended that was not deductible by the parent in 
computing its taxable income for any taxation year that com- 
menced before the commencement of the winding-up, except 
that this subsection does not apply to permit the parent to de- 
duct, for the purpose of computing its taxable income for a 
particular taxation year, such portion of the subsidiary’s non- 
capital loss for a taxation year as may reasonably be regarded 
as the subsidiary’s loss from carrying on any particular busi- 
ness if 


(c) control of the parent or.the subsidiary has been ac- 
quired, before the end of the parent’s particular year, by a 
person or persons who did not, at the end of the subsidi- 
ary’s loss year, control the parent or the subsidiary, as the 
case may be, and the parent was not, during the particular 
year, carrying on that business, or 


(d) control of the parent or the subsidiary was acquired, 
before the end of the particular year and after the wind- 
ing-up or discontinuance of that business, by a person or 
persons who did not control the parent or the subsidiary, 
as the case may be, at any time during the subsidiary’s 
loss year when that business was being carried on. 


All that portion of subsec. 88(1.1) preceding para. (d) substituted by 


1980-8 1-82-83, c. 48, subsec. 48(3), applicable with respect to 


windings-up commenced after December 11, 1979, except that in 
their application to windings-up that commenced before January 13, 


1981, subsec. 88(1.1) shall be read without reference therein to ‘“‘and 


all the shares of the subsidiary that were not owned by the parent 
immediately before the winding-up were owned at that time by per- 
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sons with whom the parent was dealing at arm’s length”. Subsec. 

88(1.1) formerly. read: 
(1.1) Where the winding-up of a Canadian corporation (in 
this section referred to as the “subsidiary”) commenced after 
March 31, 1977 and all of the issued shares of the capital 
stock thereof were, immediately before the winding-up, 
owned by another Canadian corporation (in this section re- 
ferred to as the “parent”), for the purposes of computing the 
taxable income of the parent for any taxation year commenc- 
ing after the commencement of the winding-up, any non-capi- 
tal loss.of the subsidiary for any particular taxation year of 
the subsidiary (in this subsection referred to as the “subsidi- 
ary’s loss year”), to the extent that it | 


Subsec. 88(1.1) added by 1977-78, c. 1, subsec. 43(11), applicable 
to taxation years ending after March 31, 1977. 


Interpretation — “obliged to acquire or dispose of 
property or to acquire control of a corporation”: 1987, c. 
46, s. 72 reads as follows: 


72. For the purposes of this Act; a person shall be considered 
not to be obliged either to acquire or dispose of property or to 
acquire control of a corporation, as the case may be, if the 
person may be excused from performing the obligation as a 
result of changes to the [/ncome Tax Act] affecting acquisi- 
tions or dispositions of property or acquisitions of control of 
corporations. 


Selected Cases [Subsec. 88(1.1)]: Hickman Motors Ltd. v. R., 
[1998] 1.C.T.C. 213 (SCC) (Property retains. depreciable character 
in hands of transferee on winding-up, if not used for other 
purposes). 

Interpretation Bulletins: [T-302R3: Losses of a corporation — 
the effect that acquisitions of control, amalgamations, and wind- 
ings-up have on their deductibility — after January 15, 1987. See 
also list at end of s. 88. 


(1.2) Net capital losses of subsidiary — Where 
the winding-up of a Canadian corporation (in this 
subsection referred to as the “subsidiary”) com- 
menced after March 31, 1977 and not less than 90% 
of the issued shares of each class of the capital stock 
of the subsidiary were, immediately before the wind- 
ing-up, owned. by another Canadian corporation (in 
this subsection referred to as the “parent’’) and all of 
the shares of the subsidiary that were not owned by 
the parent immediately before the winding-up were 
owned at that time by persons with whom the parent 
was dealing at arm’s length, for the purposes of com- 
puting the taxable income of the parent for any taxa- 
tion year commencing after the commencement of 
the winding-up, any net capital loss of the subsidiary 
for any particular taxation year of the subsidiary (in 
this subsection referred to as the “subsidiary’s loss 
year’), to the extent that it 


(a) was not deducted in computing the taxable in- 
come of the subsidiary for any taxation year of 
the subsidiary, and | 


(b) would have been deductible in computing the 
taxable income of the subsidiary for any taxation 
year beginning after the. commencement of the 
winding-up, on the assumption that it had such a 
taxation year and that it had sufficient income 
and taxable capital gains for that year, 


shall, for the purposes of this subsection, paragraph 
111(1)(b) and subsection 111(3), be deemed to be a 


701 


S. 88(1.2) 


net capital loss of the parent for its taxation year in 
which the particular taxation year of the subsidiary 
ended, except that 


(c) where at any time control of the parent or sub- 
sidiary has been acquired by a person or group of 
persons, no amount in respect of the subsidiary’s 
net capital loss for a taxation year ending before 
that time is deductible in computing the parent’s 
taxable income for a taxation year ending after 
that time, and 


(d) any portion of a net capital loss of the subsidi- 
ary that would otherwise be deemed by this sub- 
section to be a loss of the parent for a particular 
taxation year beginning after the commencement 
of the winding-up shall be deemed, for the pur- 
poses of computing its taxable income for taxa- 
tion years beginning after the commencement of 
the winding-up, to be a net capital loss of the par- 
ent for its immediately preceding taxation year 
and not for the particular year, where the parent 
so elects in its return of income under this Part 
for the particular year. 


Related Provisions: 80(12)(a)(ii)(B) — Application of. subsidi- 
ary’s capital losses against capital gain from forgiveness of debt; 
88(1.3) — Computation of income and tax of parent; 111(5.4) — 
Non-capital loss; 256(7)—-(9) — Whether control acquired. 


History: That portion of subsec. 88(1.2) following para. (a) substi- 
tuted by 1994, c. 7, Sch. II (1991, c. 49), subsec. 66(13), applicable 


in computing the taxable income of parent corporations for 1985 et 


seq., except that a parent corporation, may elect in accordance with 
para. (d), with respect-to any of its 1985 to 1991 taxation years by 
so notifying the Minister of National Revenue in writing within 6 
months after December 17, 1991. That portion formerly read: 


(b) would have been deductible in computing the taxable 
income of the subsidiary for its first taxation year com- 
mencing after the commencement of the winding-up, on 

' the assumption that it had such a taxation year and that it 
had sufficient income and taxable capital gains for that 
year, 


shall, for the purposes of paragraph 111(1)(b) and subsection 
111(3), be deemed to be a net capital loss of the parent for the 
taxation year:of the parent in which the particular. taxation 
year of the subsidiary ended that was not deductible by the 
parent in computing its taxable income for any taxation year 
that commenced before the commencement of the winding- 
up, except that this subsection does not apply to permit the 
parent to deduct, for the purpose of computing its taxable in- 
come for a particular taxation year, the subsidiary’s net capi- 
tal loss for a taxation year if control of the, parent or the sub- 
sidiary has been acquired, before the end of the parent’s 
particular year, by a person or persons who did not, at the end 
of the subsidiary’s loss year, control the parent or the subsidi- 
ary, as the case may be. 


Pre-RSC History: Para. 88(1.2)(a) substituted by 1984, c. 1, sub- 
sec. 39(5), to substitute “deducted” for “deductible”, applicable with 
respect to windings-up commencing in 1983 et seq. 


All that portion of subsec. 88(1.2) preceding para. (a) substituted by 
1980-8 1-82-83, c. 48, subsec. 48(4), applicable’ with respect to 
windings-up commenced after December 11, 1979, except that in 
their application to windings-up that commenced before January 13, 
1981, subsec. 88(1.2) shall be read without reference therein to “and 
all the shares of the subsidiary that were not owned by the parent 
immediately before the winding-up were owned at that time by per- 


S. 88(1.2) 


sons with whom the parent was dealing at arm’s length”, That por- 


tion formerly read: 


(1.2) Where the winding-up of a Canadian corporation. (in 
this section referred to as the “subsidiary”) commenced after 
March 31, 1977 and all of the issued shares of the capital 
stock thereof were, immediately before the winding-up, 
owned ‘by another Canadian corporation (in. this section re- 
ferred to as. the “parent’), for the purposes of computing the 
taxable income of the parent for any taxation year commenc- 
ing after the commencement of the winding-up, any net capi- 
tal Joss of the subsidiary for any particular taxation year of 
the subsidiary (in this subsection referred to as the “‘subsidi- 
ary’s loss year’), to. the extent that it 


Subsec. 88(1.2) added by 1977-78, c. 1, subsec. 43(11), applicable 
to taxation years ending after March 31, 1977. 

Interpretation Bulletins: IT-302R3: Losses of a corporation — 
the effect that acquisitions of control, amalgamations, and wind- 
ings-up have on their deductibility — after January 15, 1987. See 
also list at end of s. 88. . 


(1.3) Computation of income ‘and tax of par- 


ent — For the purpose of paragraphs (1)(e.3), (e.6) | 


and (e.7), subsections (1.1) and-.(1.2), section 110.1, 
subsections 111(1) and (3) and Part IV, where a par- 
ent corporation has been incorporated or otherwise 
formed after the end of an expenditure year, gift 
year, foreign tax year or loss year, as the casé may 


be, of a subsidiary of the parent, for the purpose of 


computing the taxable income of, and the tax paya- 
ble under this Part and Part IV by, the parent for any 
taxation year, 


(a) it shall be deemed to have been in existence 
during the particular period beginning immedi- 
ately before the end of the subsidiary’s first ex- 
penditure year, gift year, foreign tax year or loss 
year, as the case may be, and ending immediately 
after it was incorporated or otherwise formed; 


(b) it shall be deemed to have had, throughout the 
particular period, fiscal periods ending on the day 
of the year on which its first fiscal period ended; 
and 


(c) it shall be deemed to have been controlled, 
throughout the particular period, by the person or 


persons who controlled it immediately after it | 


was incorporated or otherwise formed. 


History: Para. 88(1.3)(a) amended by 1994, c..7, Sch. VIII.(1993, 
c. 24), subsec. 38(6), applicable to windings-up commencing after 
1988. Para. (a) formerly read: 


(a) it shall be deemed to have been in existence during the 
particular period commencing immediately before the end of 

the subsidiary’s first foreign tax year, gift year or loss year, as 
the case may be, and ending immediately after it was incorpo- 
rated or otherwise formed; 


Pre-RSC History: That portion of subsec. 88(1.3) preceding para. 
(a) substituted by 1988, c..55, subsec. 61(8), applicable to taxation 
years ending after May 23, 1985, except that in the-application of 
subsec. 88(1.3) 


(a) to taxation years ending before 1988, the reference therein 
to “section 110.1” shall be read asa reference to “paragraphs 
110(1)(a), (b) and (b.1)”; and 


(b) to taxation years ending before 1989, the references therein 
to “(1)(e.3)” and “expenditure year” shall be read as references 
to “(1)(e.3), (e.4)” and to “expenditure year; employment year’ 
respectively. 
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That portion of subsec. 88(1.3) formerly read: 


(1.3) Computation of income of and tax payable by par-~ 
ent — For the purposes of paragraphs (1)(e.6) and (e.7), sub- 

sections (1.1), and (1.2), paragraphs 110(1)(a), (b) and (b.1) 

and subsections 111(1) and: (3),and Part [V, where: a-parent 

corporation has been incorporated or otherwise formed after 

the end of a foreign tax year, gift year or loss year,as, the case 

may be, of a subsidiary of the parent, for the purpose of com- 

puting the taxable income of, and.the tax payable under this 

Part and Part IV by, the patent for any. taxation year, 


All that portion of subsec. 88(1.3) preceding para. (b)'substituted by 
1984, c. 45, subsec. 28(5) to add reference to para) (e.7), to add 
“foreign tax year” and to add “this Part” located before “Part IV”, 
applicable to ithe computation of tax for 1984, ef seq. 


Subsec. 88(1.3) substituted by 1984, ¢. 1, subsec. 39(6), applicable 
with respect. to windings-up. commencing in 1983 et seg. Subsec. 
88(1. 3) formerly. read: 


(1.3) Rules relating to oases “of income of par- 
ent — For the purposes of subsections (1.1) and (1.2), 

paragraphs (1)(e.6), 110(1)(a), (b) ‘and’ (b.1) and 111(1)(a) 
and (b), subsection 111(3) and Part IV, where a parent corpo- 
ration has been incorporated or otherwise formed after the 
end of a loss year or a gift year, as the case may be, of a 
subsidiary of the parent, for the purpose of computing the tax- 
able income of the parent for any taxation year, 


(a) it shall be deemed to have been in existence during 
the particular period commencing immediately: before the 
end of the subsidiary’s first loss year or gift year, as the 
case may be, and ending immediately after it was ° 
incorporated; 
(b) it shall be deemed to have had, throughout the partic-" 
ular period, fiscal periodsending ‘on the day of the year 
on which its first fiscal period ended; and 
(c) it shall be deemed to have been controlled, throughout © 
the particular period,.by the person or -group of persons , 
who controlled it immediately after its incorporation. 
All that portion of subsec. 88(1. 3) preceding para. (b). substituted by 
1980-81-82-83, c. 140, subsec. 53(9), applicable to 0 gifts made in 
1981 et seg. That portion formerly read: 
(1.3) For the purposes of subsections (1. Be th, 2) and 111(3), 
paragraphs 111(1)(a) and (b) and Part IV, where’a patent cor- 
poration has been incorporated or otherwise formed after the 
end of a loss year of a subsidiary of the parent, for the pur- 
pose of computing: the taxable income of the parent: forsany : 
taxation. year, rilderstneey 
- (a) it shall be deemed to have been in existence during 
the particular period commencing immediately, before the 
end of the subsidiary’s first loss year and ending immedi- 
ately after it was incorporated; 


Sie, 88(1.3) added by 1977-78, c. 1, subsec, 4B), applicable 
to taxation. years ending after March 31, 1977. 


Interpretation Bulletins: IT- 302R3: Losses of : a Baoan — 
the effect that acquisitions of control, amalgamations, | and wind- 
ings-up have on their deductibility — after January 15, 1987. 


(1.4) Qualified expenditure of subsidiary — 
For the purposes of this subsection and section 37.1, 
where the rules in subsection (1) applied to the wind- 
ing- up of a subsidiary, for the purpose of computing 
the income of its parent for any taxation year com- 
mencing after the subsidiary has been wom up; the 
following rules: apply: 
(a) where the parent’s base period consists of 
fewer than three taxation years, its base period 
+) shall be determined on the assumption that it had 
taxation years in-each of the calendar years pre- 
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ceding the year in which it was incorporated, 
each.of which commenced on the same day of the 
year as the day of its incorporation; 


(b) the qualified expenditure made by the parent 
in a particular taxation year in its base period 
shall be deemed to be the total of the amount 
thereof otherwise determined and the qualified 
expenditure. made by the subsidiary in its taxation 
year ending in the same calendar year as the par- 
ticular year; 


(c) the total of the amounts paid to the parent by 
persons referred to in subparagraphs (b)(i) to (ili) 
of the definition “expenditure base” in subsection 
37.1(5) in a particular taxation year in its base pe- 
riod shall be deemed to be the total otherwise de- 
termined and all those amounts paid to the sub- 
sidiary by a person referred to. in those 
subparagraphs in the subsidiary’s taxation year 
ending in the same calendar year as the particular 
year; and 


(d) there shall be added to the total of the 
amounts otherwise determined in respect of the 
parent under subparagraphs 37.1(3)(b)(i) and (ait) 
respectively, the total of the amounts determined 
under those subparagraphs in respect of the 
subsidiary. 
Pre-RSC History: All that portion of subsec. 88(1.4) preceding 
para. (a) amended by 1985, c. 45, subsec. 43(8), applicable with re- 
spect to windings-up commencing after 1982, to substitute “where 
the rules in subsection (1) applied to the winding-up of a subsidi- 
ary” for “where a subsidiary to which the rules in subsection (1) 
apply has been wound up”. 
Subsec. 88(1.4) added by 1977-78, c. 32, subsec. 23(3), applicable 
to 1978 et seq. 


(1.41) Application of subsec. 37.1(5) — The 
definitions in subsection 37.1(5) apply to subsection 
(1.4). 

Origin of subsec. 88(1.41): R.S.C. 1985, c. 1 (Sth Supp.) (for- 
merly contained in the opening words to subsec. 37.1(5)). 


(1.5) Parent continuation of subsidiary — For 
the purposes of section 29 of the Income Tax Appli- 
cation Rules, subsection 59(3.3) and sections 66, 
66.1, 66.2, 66.4 and 66.7, where the rules in subsec- 
tion (1) applied to the winding-up of a subsidiary, its 
parent ‘shall be deemed to be the same corporation 
as, and a continuation of, the subsidiary. 

Pre-RSC History: Subsec. 88(1.5) amended by 1987, c. 46, sub- 
sec. 30(10), to substitute “66.4 and 66.7” for “and 66.4”, applicable 
to taxation years ending after February 17, 1987 with respect to 
windings-up commencing after 1982. 


Subsec. 88(1.5) added by 1985, c. 45, subsec. 43(9), applicable with | 


respect to windings-up commencing after 1982. 

Interpretation Bulletins: IT-125R4: Dispositions of resource 
properties; IT-488R2: Winding-up of 90%-owned taxable Canadian 
corporations. 


(1.6) Idem — Where a corporation that carries on a 
farming business and computes its income from that 
business in accordance with the cash method is 
wound up in circumstances to which subsection (1) 
applies and, at the time that is immediately before 


S. 88(1.7) 


the winding-up of the corporation, owned inventory 
that was used in connection with that business, 


(a) for the purposes of subparagraph (1)(a)(iii), 
the cost amount to the corporation at that time of 
property purchased by it that is included in that 
inventory shall be deemed to be the amount de- 
termined by the formula 


(ax =) +D 


where 


A is the amount, if any, that would be included 
under paragraph 28(1)(c) in computing the 
corporation’s income for its last taxation year 
beginning before that time if that year had en- 
ded at that time, . 


B is the value (determined in accordance with 
subsection 28(1.2)) to the corporation -at. that 
time of the purchased inventory that is distrib- 
uted to the parent on the winding-up, 


C is the value (determined in accordance with 
subsection 28(1.2)) of all of the inventory pur- 
chased by the corporation that was owned by 
it in connection with that business at that time, 
and | 


D_is the lesser of 


(a) such additional amount as the corpora- 
tion designates in respect of the property, 
and 
(11) the amount, if any, by which the fair 
market value of the property at that time 
exceeds the amount determined for A in 
respect of the property; 
(b) for the purpose of subparagraph 28(1)(a)(), 
the disposition of the inventory and the receipt of 
the proceeds of disposition therefor shall be 
deemed to have occurred at that time and in the 
course of carrying on the business; and 


(c) where the parent carries on a farming business 
and computes its income therefrom in accordance 
with the cash method, for the purposes of section 
Zo, | 


(i) an amount equal to the cost to the parent of 
the inventory shall be. deemed to. have been 
paid by it, and 

(ii) the parent shall be deemed to have pur- 
chased the inventory for an amount equal to 
that cost, 


in the course of carrying on that business and at 
the time it acquired the inventory, 
History: Subsec. 88(1.6) added by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 66(14), applicable to windings-up beginning after July 13, 
1990. 


Interpretation Bulletins: IT-427R: Livestock of farmers. 


(1.7) Interpretation— For the purposes of 
paragraphs (1)(c) and (d), where a parent of a subsid- 
iary did not deal at arm’s length with another person 
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(other than a corporation the control.of which was 
acquired by the parent from a person with whom the 
parent dealt at arm’s length) at any time before the 
winding-up of the subsidiary, the parent and the 
other person are deemed never to have dealt with 
each other at arm’s length, whether or not the parent 
and the other person coexisted. 

Related Provisions: 87(11)—Application to 
amalgamation. 


History: Subsec. 88(1.7) added by 1998, c. 19, subsec. 118(12), 
applicable to windings-up that begin after February 21, 1994. 


vertical 


(2) Winding-up of Canadian corporation — 
Where a Canadian corporation (other than a subsidi- 
ary to the winding-up of which the rules in subsec- 
tion (1) applied) has been wound up after 1978 and, 
at a particular time in the course of the winding-up, 
all or substantially all of the property owned by the 
corporation immediately before that time was dis- 
tributed to the shareholders of the corporation, 
(a) for the purposes of computing the corpora- 
tion’s 
(i) capital dividend account, 
(i.1) capital gains dividend account (within 
the meaning assigned by subsection 131(6)), 
where the corporation is an investment 
corporation, 


(ii) capital gains dividend account, (within the 
meaning assigned by section 133), and 


(iii) pre-1972 capital surplus on hand, 
_,at the time (in this paragraph referred to as the 


“time of computation’) immediately before the | 


particular time, 


(iv) the taxation year of the corporation that 
otherwise would have included the particular 
time shall be deemed to have ended immedi- 
ately before the time of computation, and a 
new taxation year shall be deemed to have 
commenced at that time, and 


(v) each property of the corporation that was 
so distributed at the particular time shall be 


deemed to have been disposed of by the cor- | 


poration immediately before the end of the 
taxation year so deemed to have ended for 
proceeds equal to the fair market value of the 
property immediately before the particular 
time; 

(vi) [Repealed] 


(b) where the corporation is, by virtue of subsec- 
tion 84(2), deemed to have paid at the particular 
time a dividend (in this paragraph referred to as 
the “winding-up dividend’) on shares of any 
class of its capital stock, the following rules ap- 
ply: 
(i) such portion of the winding-up dividend as 
does not exceed the corporation’s capital divi- 
dend account immediately before that time or 
capital gains dividend account immediately 
before that time,,.as the case may be, shall be 


Income Tax Act, Part I, Div. B 


deemed, for the purposes of an election in re- 
spect thereof under subsection 83(2), 131(1) 
(as that subsection applies for the purposes of 
section 130) or 133(7.1), as the case may be, 
and where the corporation has so elected, for 
all other purposes, to be the full amount of a 
separate dividend, 

(1.1) [Repealed under former Act] 

(ii) the portion of the winding-up dividend 
equal to the lesser of the corporation’s pre- 
1972 capital surplus on hand immediately 
before that time and the amount by which the 
winding-up dividend exceeds 


(A) the portion thereof in respect of which 


the corporation has made an shea under 


subsection 83(2), or 


(B) the portion thereof in respect of which 
the corporation has made an election under — 


subsection 133(7.1), 


as the case may be, shall be deemed not to be 
a dividend, 


(iii) notwithstanding the definition “taxable 


nea A A I SI BI 


f 
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dividend” in subsection 89(1), the winding-up — 


dividend, to the extent that it exceeds the total 
of the portion thereof deemed by subpara- 
graph (i) to be a separate dividend forall pur- 
poses and the portion deemed by subpara- 
graph (ii) not to be a dividend, shall be 
deemed to be a separate dividend that is a tax- 
able dividend, and 


(iv) each person who held any of the issued 
shares of that class at the particular time shall 
be deemed to have received that proportion of 
any separate dividend determined under sub- 
paragraph (i) or (iii) that the number of shares 
of that class held by the person immediately 
before the particular time is of the number of 
issued shares of that class outstanding imme- 
diately before that time; and 
(c) for the purpose of computing the income. of 
the corporation for its taxation year that includes 
the particular time, paragraph 12(1)(t) shall be 
read as follows: 


“(t) the amount deducted under subsection 
127(5) or (6) in computing the taxpayer’s 
tax payable for the year or a preceding taxa- 
tion year to the extent that it was not in- 
cluded under this paragraph in computing 
the taxpayer’s income for a preceding’ taxa- 
tion year or is not included in an amount de- 
termined under paragraph 13(7.1)(e) or 
37(1)(e) or subparagraph 53(2)(c)(vi): or 
(h)(i) or the amount determined for I in the 
definition “undepreciated capital cost” in 
subsection 13(21) or L in the‘definition “‘cu- 
mulative Canadian exploration, expense” in 
subsection 66.1(6);”. | 


Related Provisions: 69(5) — Property appropriated: by: share- 
holder on winding-up of corporation; 84(2) — Distribution of prop- 
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erty on winding-up of corporation; 88(2.1) — “Pre-1972 capital sur- 

plus on hand” defined; 89(3)— Ordering of. simultaneous 
dividends; 134 — Status of non-resident-owned investment corpo- 
ration for 88(2). 


History: Subpara. 88(2)(a)(i.1) added by 1994, c..7, Sch. If (1991, 
c. 49), subsec. 66(15), applicable to. windings-up beginning after 
1988. 


Subpara. 88(2)(a)(vi) repealed by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 66(16), applicable to windings-up beginning after 1987. 
Subpara. 88(2)(a)(vi) formerly. read: 


(vi) in calculating the income of the corporation for the taxa- 
tion year so deemed to have ended, paragraph 12(1)(t) shall 
be read as follows: 


“(t) the amount deducted under subsection 127(5) or 
(6) in computing the taxpayer’s tax payable for the 
year or a preceding taxation year to the extent that it 
was not included in computing the taxpayer’s income 
for a preceding taxation year under this paragraph or is 
not included in an amount determined under paragraph 
~13(7.1)(e) or 37(1)(e), or subparagraph 53(2)(c)(vi) or 
(h)(ii) or for I in the definition “undepreciated capital 
cost” in subsection 13(21) or L in the definition “cu- 
mulative Canadian exploration expense” in subsection 
66.1(6);” and © 


Subpara. 88(2)(b)(i) amended by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 66(17), to add “131(1) (as that subsection applies for the 
purposes of section 130)”, applicable to windings-up beginning af- 
ter 1988. 

Para. 88(2)(c) added by 1994, c..7, Sch. II (1991, c.. 49), subsec. 
66(18), applicable to. windings-up commencing after 1987. 


Pre-RSC History: Subpara. 88(2)(a)(vi) added by 1988, c. 55, 
subsec. 61(9), applicable after 1987. 


Subpara. 88(2)(b)G.1) repealed, subpara. 88(2)(b)(i1). amended to 
substitute “subsection 83(2)” for “subsection 83(2), or (2.1)”, sub- 
para. 88(2)(b)(iii) amended to substitute “subparagraph (i)” for 
“subparagraph (1) or (i.1)”, and subpara. 88(2)(b)(iv) amended to 
substitute “subparagraph (i) or (111)” for “subparagraph. (i), (i.1) or 
(iii)”, and “number of issued shares” for “number of the issued 
shares”, by 1986, c. 6, subsec..47(2), applicable with respect to 
winding-up dividends paid after May 23, 1985. Subpara. 
88(2)(b)(.1) formerly read: 


(i.1) the portion of the winding-up dividend equal to the 
lesser of the corporation’s life insurance capital dividend ac- 
count immediately before that time and the amount by which 
the winding-up dividend exceeds the portion thereof in re- 
spect of which the corporation has made an election under 
subsection 83(2) or 133(7.1), as the case may be, shall be 
deemed to be the full amount of a separate dividend, 


All that portion of subsec. 88(2) preceding para. (a) amended by 


1985, c. 45, subsec. 43(10), applicable with respect to windings-up | 


commencing after 1982, to substitute ‘(other than a subsidiary to 
the winding-up of which the rules in subsection (1) applied) has 
been wound up after 1978” for “other than a subsidiary within the 
meaning of subsection (1), has been wound up after December 31, 
1978”. 


All that portion of para. 88(2)(b) following subpara. (i) substituted 
by 1980-81-82-83, c. 140, subsec. 53(10), applicable with respect to 
windings-up ending after June 28, 1982. That portion formerly read: 


(11) the portion of the winding-up dividend equal to the lesser 
of the corporation’s pre-1972 capital surplus on hand imme- 
diately before that time and the amount by which the wind- 
ing-up dividend exceeds the portion thereof in respect of 
which the corporation has made an election under subsection 
83(2) or 133(7.1), as the case may be, shall be deemed not to 
be a dividend, 


(iii) notwithstanding paragraph 89(1)(), the winding-up divi- 
dend, to the extent that it exceeds the aggregate of the portion 
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thereof deemed by subparagraph (i) to be a separate dividend 
for all purposes and the portion deemed by subparagraph (ii) 
not to be a dividend, shall be deemed to be a separate divi- 


dend that is a taxable dividend, and 


(iv) each: person who held any of the issued shares of that 
class at the particular time shall be deemed to ‘have received 
that proportion of any separate dividend. determined under 
subparagraph (i) or (iii) that the number of shares of that class 
held by him immediately before the particular time is of the 
number of the issued shares of that class outstanding immedi- 
ately before that time. 


Subsec. 88(2) substituted by 1977-78, c. 1, subsec. 43(11), applica- 
ble after December 31, 1978. Subsec. 88(2) formerly read: 


(2) Where a Canadian corporation, other than a subsidiary 
within the meaning of subsection (1), has-been wound up af- 
ter May 6, 1974 and, at a particular time in the course of the 
winding-up, all or substantially all of the property owned by 
the corporation immediately before that time was distributed: 
to the shareholders of the corporation, 


(a) for the purposes of computing 
(1) the-corporation’s 1971 capital surplus on hand, 
(i1) its paid-up capital deficiency, 
(111) its capital dividend account, and 


(iv) its capital gains dividend account (within the 
meaning assigned by section 133), 


at the time (in this paragraph referred to as the “time of 
computation”) immediately before the particular time, 


(v) the taxation year of the corporation that otherwise 
would have included the particular time shall be 
deemed to have ended immediately before the time 
of computation, and a new taxation year shall be 
deemed to have commenced at that time, and 


(vi) each property of the corporation that was so dis- 
tributed at the particular time shall be deemed to 
have been disposed of by the corporation immedi- 
ately before the end of the taxation year so deemed 
to have ended for proceeds equal to the fair market 
value thereof immediately before the particular time; 
and 


(b) where the corporation is, by virtue of. subsection 
84(2), deemed to have paid at the particular time a divi- 
dend (in this paragraph referred to as the “winding-up 
dividend”) on shares of any class of its:capital stock, the 
foliowing rules apply: 
(i) such portion of the winding-up dividend as does 
not exceed the corporation’s capital dividend account 
immediately before that time or capital, gains divi- 
dend account immediately before that time, as the 
case may. be, shall be deemed, for the purposes of an 
election in respect. thereof under subsection. 83(2).or 
133(7.1), as the case may be, and where the corpora- 
tion has so elected, for all other purposes, to be the 
full amount of a separate dividend, 
(11) the portion of the winding-up dividend equal to 
the lesser of 
(A) the amount by which the Winding-up divi- 
dend exceeds the portion thereof in‘ respect of 
which the corporation has made an election 
under subsection 83(2) or 133(7.1), as the case 
may be, and 
(B) the aggregate of the corporation’s tax-paid 
undistributed surplus on hand immediately 
before that time and its 1971 capital surplus on 
hand immediately before that time, 


shall, for the purposes of an election in respect 
thereof under subsection 83(1), and, where the cor- 
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poration has so elected, for all other purposes, be 
deemed to be the full amount of a separate dividend, 


(iii) notwithstanding paragraph 89(1)(), the winding- 
up dividend, to the extent that it exceeds the aggre- 
gate of the portions thereof deemed by subparagraph 
(i) or (di) to be separate dividends for all purposes, 
shall be deemed to bea separate dividend that is a 
taxable dividend, and 


(iv) each person who held any of the issued shares of 
that class at the particular time shall be deemed to 
have received that proportion of any separate divi- 
dend determined under subparagraph (i), (11) or (iii) 
that the number of shares of that class held by him 
immediately before the particular time is of the num- 
ber of the issued shares of that class outstanding im- 
mediately before that time. 


All that portion of subsec. 88(2) preceding para. (a), subpara. 
88(2)(a)(vi), all that portion of para. 88(2)(b) preceding subpara. (i) 
substituted by 1974-75-76, c. 26, subsecs. 52(5)—(7), applicable in 
respect of any winding-up ending after May 6, 1974. That portion of 
subsec. 88(2), subpara. 88(2)(a)(vi), that portion of para. 88(2)(b) 
formerly read: 
(2) Where a Canadian corporation, whether or not it is a sub- 
sidiary within the meaning of subsection (1), has been wound 
up after 1971 and, at a particular time in the course of the 
winding-up, all or substantially all of the property owned by 
the corporation immediately before that time was distributed 
to the shareholders of the corporation, 


(vi) each property of the corporation that was so distrib- 
uted at the particular time shall be deemed to have been 
disposed of by the corporation immediately before the 
end of the taxation year so deemed to have ended, for 
proceeds equal to the fair market value thereof immedi- 
ately before the particular time except that this subpara- 
graph shall not apply in determining the proceeds of dis- 
position of such property where the corporation is a 
subsidiary within the meaning of subsection (1); and 


(b) where the corporation is, by virtue of subsection 84(2) or 
paragraph (1)(e), deemed to have paid at the particular time a 
dividend (in this paragraph referred to as the ““winding-up 
dividend’’) on shares of any class of its capital stock, the fol- 
lowing rules apply: 
Subsec. 88(2) added by 1973-74, c. 14, subsec. aoe applicable to 
1972 et seq. 


Interpretation Bulletins: IT-126R2: Meaning of “winding-up”; 
IT-149R4: Winding-up dividend. See also list at end of s. 88. 


(2.1) Definition of “pre-1972 capital surplus 
on hand” — For the purposes of subsection (2), 
“pre-1972 capital surplus on hand” of a particular 
corporation at a particular time means the amount, if 
any, by which the total of 


(a) the corporation’s 1971 capital surplus on hand 
on December 31, 1978 within the meaning of the 
Income Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, as it read on that date, 


(b) the total of all amounts each of which is an 
amount in respect of a capital property of the cor- 
poration owned by it on December 31, 1971 and 
disposed of by it after 1978 and before the partic- 
ular time, equal to the amount, if any, by which 
the lesser of its fair market value on valuation 
day (within the meaning assigned by section 24 
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of the Income Tax Application Rules) and the cor- 
poration’s proceeds of disposition of that capital 
property exceeds its actual cost to the corporation 
determined without reference to the Income Tax 
Application Rules other than subsections 26(15), 
(17) and (21) to (27) of that Act, 


(c) where before the particular time a subsidiary 
(to the winding-up of which the rules in subsec- 
tion (1) applied) of the particular corporation has 
been. wound up after 1978, an amount equal to 
the pre-1972 capital surplus on hand of the sub- 
sidiary immediately before the commencement of 
the winding-up, and 

(d) where the particular corporation is a new cor- 
poration formed as a result of an amalgamation 
(within the meaning of section. 87) after. 1978 and 
before the particular time, the total of all amounts 
each of which is an amount in respect of a prede- 
cessor corporation, equal to the predecessor cor- 
poration’s pre-1972 capital surplus on hand im- 
mediately before the amalgamation 

exceeds 


(e) the total of all amounts tie of which is an 
amount in respect of a capital property (other 
than depreciable property) of the corporation 
owned by it on December 31, 1971 and disposed 
of by it after 1978 and before the particular time 
equal to the amount, if any, by which its actual 
cost to the corporation determined without refer- 
ence to the Income Tax Application Rules, other 
than subsections 26(15), (17) and (21) to (27) of 
that. Act, exceeds the greater of the fair market 
value of the property on valuation day (within the 
meaning assigned by section 24 of that Act) and 
the corporation’s proceeds of disposition of the 
property. 
Related Provisions: 84(2) — Distribution on winding-up, etc.; 
87(2)(t) — Deemed date of acquisition; 88(2.2) — Determination of 
pre-1972 CSOH; 88(2.3) — Actual cost of certain depreciable 
property. : 
Pre-RSC History: Para. 88(2.1)(c) amended by 1985, c. 45, sub- 
sec. 43(11), applicable with respect to windings-up commencing af- 
ter 1982, to substitute “(to the winding-up of which the rules.in sub- 
section (1) applied)” for “(within the meaning of subsection (1)).” 


LT. Application Rules: 26(15), (17), 21-21); 69 (meaning of 


“Income Tax Act, chapter 148 of the Revised Statutes. of Canada, 
1952°?). 


Interpretation Bulletins: IT-488R2: Winding- up of 90%-owned 
taxable Canadian corporations. See also list at end of s. 88: : 


(2.2) Determination of pre-1972 nea 
surplus on hand — For the purposes of determin- 
ing the pre-1972 capital surplus on hand.of. any cor- 
poration at a particular time after 1978, the following 
rules apply: 


(a) an amount referred to in vataatsiohs (2. DO) 
and (e) in respect of the corporation shall be 
deemed to be nil, where the property disposed of 
is 
(i) a share of the capital stock of a subsidiary, 
within the meaning of subsection (1), that was 
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disposed of on the winding-up of the subsidi- 
ary where that winding-up commenced after 
1978, 


(ii) a share of the capital stock of another Ca- 
nadian corporation that was controlled, within 
the meaning assigned by subsection 186(2), 
by the corporation immediately before the dis- 
position and that was disposed of by the cor- 
poration after 1978 to a person with whom the 
corporation was not dealing at arm’s length 
immediately after the disposition, other than 
by a disposition referred to in paragraph (b), 
or 


(iii) subject to subsection 26(21) of the Jn- 
come Tax Application Rules, a share of the 
capital stock of a particular corporation that 
was disposed of by the corporation after 1978, 
on an amalgamation, within the meaning as- 
signed by subsection 87(1), where the corpo- 
ration controlled, within the meaning assigned 
by subsection 186(2), both the particular cor- 
poration immediately before the amalgama- 
tion and the new corporation immediately af- 
ter the amalgamation; and 


(b) where another corporation that is a Canadian 
corporation owned a capital property on Decem- 
ber 31, 1971 and subsequently disposed of it to 
the corporation in a transaction to which section 
85 applied, the other corporation shall be deemed 
not to have disposed of that property in the trans- 
action and the corporation shall be deemed to 
have owned that property on December 31, 1971 
and to have. acquired it at an actual cost equal to 
the actual cost of that property to the other 
corporation. 


Interpretation Bulletins: IT-488R2: Winding-up of 90%-owned 
taxable Canadian corporations. See also list at end of s. 88. 


(2.3) Actual cost of certain depreciable prop- 
erty — For the purpose of subsection (2.1), the ac- 
tual cost of the depreciable property that was ac- 
quired by a corporation before the commencement of 
its 1949 taxation year that is capital property referred 
to in that subsection shall be deemed to be the capital 
cost of that property to the corporation (within the 
meaning assigned by section 144 of the Income Tax 
Act, chapter 148 of the Revised Statutes of Canada, 
1952, as it read in its application to the 1971 taxation 
year). 

Pre-RSC History: Subsecs. 88(2.2), (2.3) added by 1977-78, c. 1, 
subsec. 43(11), applicable as to subsecs. 88(2.1)—(2.3), with respect 
to windings-up that give rise. to. winding-up dividends that are 
deemed to have been paid after December 31, 1978. 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952’). 


(3) Dissolution of foreign affiliate — Where on 
the dissolution of a controlled foreign affiliate 
(within the meaning assigned by subsection 95(1)) of 
a taxpayer (in this subsection referred to as the “‘dis- 
posing affiliate’) one or more shares of the capital 
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stock of another foreign affiliate of the taxpayer have 
been disposed of to the taxpayer, . 


(a) the disposing affiliate’s proceeds of disposi- 
tion of each such share and the cost thereof to the 
taxpayer shall be deemed to be an amount equal 
to the adjusted cost base to the disposing affiliate 
of the share immediately before the dissolution, 
or such greater amount as the taxpayer claims not 
exceeding the fair market value of the share im- 
mediately before the dissolution; and 


(b) the taxpayer’s proceeds of disposition of the 
shares of the disposing affiliate shall be deemed 
to be the amount, if any, by which the total of * 


(i) the cost to the taxpayer of the shares of the 
other foreign affiliate, as determined in para- 
graph (a), and — 


(ii) the fair market value of any property 
(other than the shares referred to in subpara- 
graph (i)) disposed of by the disposing affili- 
ate to the taxpayer on the dissolution, 


exceeds 


(11) the total of all debts owing by the dispos- 
ing affiliate, and of all amounts of other obli- 
gations of the disposing affiliate to pay 
amounts, otherwise than as or on account of a 
dividend owing by the disposing affiliate to 
the taxpayer or to persons with whom the tax- 
payer was not dealing at.arm’s length, that 
were outstanding immediately before the dis- 
solution and that were assumed or cancelled 
+ by the taxpayer on the dissolution. 

Related Provisions: 95(2)(f) — Determination of certain compo- 

nents of foreign accrual property income. 

History: Subpara. 88(3)(b)(iii) amended by 1994, c. 7, Sch. II 

(1991, c. 49), subsec. 66(19), to add “otherwise than as or on ac- 

count of a dividend owing by the disposing affiliate to the taxpayer 


or to a person with whom the taxpayer was not dealing.at arm’s 
length,” applicable to dissolutions occurring after July 13, 1990. 


Pre-RSC History: All that portion of subsec. 88(3) preceding 
para. (a) substituted by 1980-81-82-83, c. 140, subsec. 53(11), ap- 
plicable with respect to dissolutions occurring after November 12, 
1981, other than a dissolution that was part of a reorganization that 
was. substantially advanced before November 13, 1981. That portion 
formerly read: 
(3) Where on the dissolution of a foreign affiliate of a tax- 
payer (in this subsection referred to as the “disposing affili- 
ate”) one or more shares of the capital stock of another for- 
eign affiliate of the taxpayer have been disposed of to the 
taxpayer, 
Para. 88(3)(b) substituted by 1976-77, c. 4, subsec. 34(2), applicable 
in respect of any winding-up ending after 1971. 


Subsec. 88(3) added by 1974-75-76, c. 26, subsec. 52(8), applicable 
in respect of any winding-up ending after 1971. 


(4) Amalgamation. deemed not to. be 
acquisition of control — For the purposes of 
paragraphs (1)(c), (d) and (d.2), 
(a) subject to paragraph (c), control of any corpo- 
ration shall be deemed not to: have been acquired 
because of an amalgamation; 


707 


S. 88(4)(b) 


-(b) any corporation formed as a result of an amal- 
gamation shall be deemed to be the same corpo- 
ration as, and a continuation of, each predecessor 
corporation; and 


(c) in the case of an. amalgamation described in 
subsection 87(9), control of a predecessor corpo- 
ration that was not controlled by the parent before 
the amalgamation shall be deemed to have. been 


acquired by the parent immediately before the 


amalgamation. 


History: Subpara. 88(4) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 66(20), applicable to windings-up beginning after 
, March 1977. Subsec. 88(4) formerly Teagan 


(4) Amalgamation deemed not to be acquisition of con- 
trol — In determining, for the purposes of paragraphs (1)(c) 
and (d), whether control of any corporation has been ac- 
quired, control shall be deemed not to have been acquired by 
virtue of any amalgamation and any corporation formed as a 
tesult of any amalgamation shall be deemed to be the same 
corporation as, and a continuation of, each predecessor corpo- 
ration and, in the case of.a merger described in subsection 
87(9), control of a predecessor corporation that was not con- 
trolled by the parent prior to such a merger shall be deemed 
to have been acquired by the parent immediately prior to the 
merger. 


Pre-RSC History: Subsec. 88(4) substituted by 1979, c. 5, subsec. 
29(6), applicable with respect to corporate. wind-ups commencing 
after November 16, 1978. Subsec. 88(4) formerly read: 


(4) In determining, for the purposes of paragraphs (1)(c) and 
(d), whether control of any corporation has been acquired, 
control shall be deemed not to have been acquired by virtue 
of any amalgamation, and any corporation formed as a result 
of any amalgamation shall be deemed to be the same corpora- 
tion as, and a continuation of, its predecessor corporations. 


Subsec. 88(4).added by 1977-78, c. 1, subsec. 43(12), applicable 
with respect to corporate wind-ups commencing .after. March. 31, 
1977: 


Interpretation Bulletins: IT-488R2: Winding-up of 90%-owned 
taxable Canadian corporations. 


Definitions [s. 88]: “acquired” — 256(7)—(9); “acquirer” — 


88(1)(d.2); “adjusted cost base” — 54, 248(1); “allowable business 
investment loss”, “allowable. capital loss” — 38, 248(1); 
“amount” — 248(1); “arm’s length” — 88(1.7), 251(1);..“busi- 


ness” — 248(1); “business limit’ — 125(2)-(5.1), 248(1); “calendar 
year” — Interpretation Act 37(1)(a); “Canadian corporation” — 
89(1), 248(1); “Canadian resource property” — 66(15), 248(1); 
“capital property” — 54, 248(1); “carrying on business” — 253; 
“cash method” — 28(1), 248(1); “class of shares” — 248(6); “con- 
trol” — 256(7)-(9); “controlled foreign affiliate” — 95(1), 248(1); 
“corporation” — 248(1), Interpretation Act 35(1); “ 
248(1); “depreciable property” — 13(21), 88(1)(c.7), 248(1); “divi- 
dend” — 248(1); “expenditure year” — 88(1)(e.3); “farming” — 
248(1); “farm loss” — 111(8); “fiscal period” — 249(2)(b), 249.1; 
“foreign affiliate” — 95(1), 248(1); “foreign resource property” — 
66(15), 248(1); “ineligible property” — 88(1)(c) [before (iii)]; “in- 
vestment tax credit” — 127(9), 248(1); “life insurance capital divi- 
dend” — 83(2.1), 248(1); “limited partnership loss” — 248(1); “net 
capital loss”, “non-capital loss” —111(8), 248(1); “parent” — 
88(1), (1.1), (1.2); “person” — 248(1); “pre-1972 capital surplus on 
hand” — 88(2.1), (2.2); “prescribed”, “property” — 
fied expenditure” — 37.1(5), 88(1.41); “restricted farm loss” — 31, 
'248(1); “ ; “share”, “shareholder”, 
“specified future tax consequence” — 248(1); “specified. person” — 
88(1)(c.2); “specified property” — 88(1)(c.4); “specified share- 
; “specified subsidiary corpora- 
; “substitu- 
“taxable Canadian 


tion” —88(1)(c.5); “ 
tion” — 88(1)(c.3); “tax payable” 


— 248(2); 


248(1); “quali- | 
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corporation” — 89(1), 248(1); “taxable capital gain”. — 38, 248(1); 
“taxable dividend” ; “taxable income” — 2(2), 
248(1); “taxation year” — 249; “taxpayer” — 248(1);. “trust” — 
104(1), 108(1). A 


1.T. Application Rules [s. 88]: 20(1.2). 


Interpretation Bulletins [s. 88]: IT-188R: Sale of accounts re- 
ceivable; IT-243R4: Dividend refund to private corporations; IT- 
474R: Amalgamations of Canadian corporations. ~ 


88.1 [Repealed] 


History: S. 88.1 repealed by 1994, c. 21, s. 41, applicable after 
1972 except that — 


(a) where a corporation elects in accordance with para. 
111(4)(a) of 1994, c. 21 (i.e., elects before December 16, 1994 
for, new subsec. 250(5.1), to apply in respect of a continuance 
before 1993), the repeal applies to the corporation from the cor- 
poration’s “time of continuation” (within the meaning assigned 


by that para.); and 


(b) where a corporation elects 1n accordance with para. 
111(4)(b) of 1994, c. 21 (i.e., elects before December 16, 1994 
for new subsec. 250(5.1) to not apply), the repeal applies to the 
corporation only after the corporation was granted the articles 
of continuance or similar constitutional documents in respect of 
which the election was. made. 


S. 88.1 formerly read: 


88.1 Corporate emigration — Where at any particular time 
after August 28, 1980 a corporation-that was incorporated in. 
Canada, other than a corporation that was not at any time res- 
ident in Canada, 


(a) has been granted articles of continuance, or similar 
corporate constitutional documents, in a jurisdiction 
outside Canada, or 


(b) has become resident in a jurisdiction outside Canada 
and would, as a consequence thereof, be exempt from. tax 
under this Part on income from any source outside Can- 
“ada derived by it after the particular time by virtue of any 
Act of Parliament or anything approved, made or de- 
clared to have the force of law under any Act» of 
Parliament, 


the following rules apply: 


(c) the corporation’s taxation year that would otherwise 
have included the particular time shall be deemed to have 
ended immediately before the particular time and a new 
taxation year of the corporation shall be deemed. to have 
commenced at the particular time, 


(d) the corporation shall be deemed not to _be a Canadian 
corporation .at the particular time and all subsequent 
times, 


(e) each property owned by the corporation immediately 
before the particular time shall be deemed to have been 
disposed of by it immediately before that time for. pro- 
ceeds of disposition equal to its fair market value at that 
time and those proceeds shall be deemed to have become 
receivable and to have been received by it-immediately 
before that time, 


(f) section 48 does not apply to the corporation for the 
taxation year in which it is'deemed by paragraph . to 
have disposed of its property, and 


(g) each property deemed by paragraph (e) to hate’ both 
disposed of by the corporation shall be deemed to have 
‘been reacquired by it immediately after the particular 
time at a cost equal to the proceeds of disposition of the 
property as determined. in that paragraph.. r 


Pre-RSC History [s. 88.1]: S. 88.1 added by 1980-81-82- “ c. 
48, s. 49, applicable to 1980 et seq. 
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Definitions [s. 88.1]: “Canada” — 255; “Canadian corpora- 
tion” — 89(1), 248(1); “corporation” — 248(1); “incorporated in 
Canada” — 248(1)"corporation”; “insurance corporation”, “Prop- 
erty” — 248(1); “resident in Canada” — 250; “taxation year” — 
249. 


Interpretation Bulletins: IT-451R: Deemed disposition and ac- 
quisition. and acquisition on ceasing to be or becoming resident in 
Canada. 


89. (1) Definitions — In this subdivision, 


“Canadian corporation’ at any time means a cor- 


poration that is resident.in Canada at that time and 
was 


(a) incorporated in Canada, or 


(b) resident in Canada throughout the period that 
~began.on June 18, 1971 and that ends at that time, 


and, for greater certainty, a corporation formed at 
any particular time by the amalgamation or merger 
of, or by a plan of arrangement or other corporate 


reorganization in respect of, 2, or more.corporations | 


(otherwise than as a result of the acquisition of prop- 
erty of one corporation by another corporation, pur- 
suant to the purchase of the property by the other 
corporation or as a result of the distribution of the 
property to the other corporation on the winding-up 
of the corporation) is a Canadian corporation be- 
cause of paragraph (a) only if 


(c) that reorganization took place under the laws 


of Canada or-a province, and 


(d) each of those corporations was, immediately 
before. the particular time, a Canadian 
corporation; 


Related Provisions: 134— NRO not a Canadian corporation; 
219 — Additional tax on corporations (other than Canadian corpo- 
rations) carrying on business in Canada; 219.1 — Tax when corpo- 
tation ceases to be Canadian corporation; 248(1)“Canadian corpora- 
tion” — Definition applies to entire Act; 248(1)“corporation” — 
meaning of “incorporated in Canada”; 250 — Resident in Canada. 


History: The definition “Canadian corporation” in subsec. 89(1) 
substituted by 1994, c. 21, subsec, 42(1), applicable June 15, 1994. 
That definition formerly read: 


“Canadian corporation” at any time means a corporation that 
was resident in Canada at that time and was 


(a) incorporated in Canada, or 


(b) resident in Canada throughout the period commenc- 
ing June 18, 1971 and ending at that time; } 


Pre-RSC History: The definition 
para. 89(1)(a). 


Para, 89(1)(a) substituted by 1977-78, c. 1, subsec, 44(1), applicable 
after December 31, 1978, to delete the following words from the 
end of the para.: 


“Canadian corporation” was 


except that for the purposes.of subsection 83(1) a corporation 
that was incorporated in Canada before April 27, 1965 and 

: that .was not resident in Canada at the end of 1971 shall be 
deemed. not to be a Canadian corporation; 


Interpretation Bulletins: IT-98R2: Investment corporations; IT- 
320R2: Registered retirement savings plan — qualified investments; 
IT-458R:, Canadian-controlled private corporation, 


S. 89(1) cap 


“capital dividend account” of a corporation at any 
particular time means the amount, if any, by which 
the total of 


(a) the amount, if any, by which 


(1) the total of all amounts each of which is the 
amount if any, by which 


(A) the amount of the corporation’s capital 
gain from a disposition (other than a dispo- 
sition that is the making of:a gift after De- 
cember 8, 1997 that is not a gift described 
in subsection 110.1(1) of a property in the 
period. beginning at the beginning of its 
first taxation year (that began after the cor- 
poration last became a private corporation 
and that ended after 1971) and ending im- 
mediately before the particular time 


anetepes the total of 


(B) the portion of the capital gain referred 
to in clause (A) that is the corporation’s 
taxable capital gain, and 


(C) the portion of the amount, if any, by 
which the amount determined under clause 
(A) exceeds the amount determined under 
clause (B) from the disposition by it of a 
property that can reasonably be regarded 
~as having accrued while the property, or a 
property for which it was substituted, 


(I) except in the case of a disposition of 
‘a designated property, was a property 
of a corporation (other than a private 
corporation, an investment corporation, 
a mortgage investment corporation or a 
mutual fund corporation), 


(Il) where, after November 26, 1987, 
the property became a property of a Ca- 
nadian-controlled private corporation 
(otherwise than by reason of a change 
in the residence of one or more share- 
holders of the corporation), was a prop- 
erty of a corporation controlled directly 
or indirectly in any manner whatever 
by one or more non-resident persons, or 


(III) where, after November 26, 1987, 
the property became a property of a pri- 
vate corporation that was not exempt 
from tax under this Part on its taxable 
income, was a property of a corporation 
exempt from tax under this Part on its 

taxable income, 

exceeds 
(ii) the total of all amounts each of which is 
the amount, if any, by which 


(A) the amount of the corporation’s capital 
loss from a disposition (other than a dispo- 
sition that is the making of a gift after De- 
cember 8, 1997 that is not a gift described 
in subsection 110.1(1) of a property in that 
period 
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exceeds the total of 


(B) the part of the capital loss referred to 
in clause (A) that is the corporation’s al- 
lowable capital loss, and 


(C) the portion of the amount, if any, by 
which the amount determined under clause 
(A) exceeds the amount determined under 
clause (B) from the disposition by it of a 
property that can reasonably be regarded 
as having accrued while the property, or a 
property for which it was substituted, 


(1) except in the case of a disposition of 
a designated property, was a property 
of a corporation (other than a private 
corporation, an investment corporation, 
a mortgage investment corporation or a 
mutual fund corporation), 


(II) where, after November 26, 1987, 
the property became.a property of a Ca- 
nadian-controlled: private corporation 
(otherwise than by reason of a change 
in the residence of one: or more share- 
holders of the corporation), was a prop- 
erty of a corporation controlled directly 
or indirectly in any manner whatever 
by. one or more non-resident persons, or 


(II): where, after November 26, 1987, 
the property became a property of a pri- 
vate corporation that was not exempt 
from tax under this Part on its taxable 
income, was a property of a corporation 
exempt from tax under this Part on its 
taxable income, 


(b) all amounts each of which is .an amount in re- 
spect of a,dividend received by the corporation 
on.a share of the capital stock of another corpora- 
tion in the period, which amount was, by virtue 
of subsection. 83(2), not included in computing 
the income of the corporation, 


(c) all amounts each of which is an amount in re- 
spect of a business carried on by the corporation 
at any time in the period, equal to the amount, if 
any, by which the total of 


(1) where the period commenced before the 
corporation’s adjustment time, the amount, if 
any, by which 


(A) the total of the amounts in respect of 
the business required to be included in the 
calculation of the corporation’s cumulative 
eligible capital by reason of the description 
of E in the definition “cumulative eligible 
capital” in subsection 14(5) with respect to 
that portion of the period preceding its ad- 
justment time 


exceeds the total of 


(B) the cumulative eligible capital of the 
corporation in respect of the business at 
the commencement of the period, and 
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(C) '/ of the total of the eligible capital ex- 
penditures in respect of the business that 
were made or incurred by the corporation 
during that portion of the period preceding 
its adjustment time, 


(ii) '/3 of the total of the amounts in respect of 
the business required to be included in the cal- 
culation of the corporation’s cumulative eligi- 
ble capital by reason of the description of E in 
the definition “cumulative eligible capital” in 
subsection 14(5) with respect to that portion 
of the period following its adjustment time, 
and 


(iii) 4; of all amounts received in ‘the period 
that were required to be included in the corpo- 
ration’s income by. reason. of paragraph 
12(1)G.1) 


exceeds. the total of 


(iv) where the period commenced after the 
corporation’s adjustment time, '/3 of its cumu- 
lative eligible capital in respect of the busi- 
ness at the commencement of the period, 


(v) '/4 of the total of the eligible capital ex- 
penditures in respect of the business made.or 
incurred by the corporation with respect to 
that portion of the period after. its adjustment 
time, 


(vi) where the period commenced. before the 
corporation’s adjustment time, '/2 of the 
amount, if any, by which the total of the 
amounts determined in respect of the corpora- 
tion under clauses (i)(B) and (C) exceeds the 
amount determined in respect:of the corpora- 
tion under clause (i)(A); and 


(vii) 3 of all amounts deducted by the corpo- 
ration under subsection 20(4.2) in respect of 
debts established by it to have become bad 
debts during the period, 


(d) the amount, if any, by which the total of 


(1) all amounts each of which is the proceeds 
of a life insurance policy of which the corpo- 
ration was a beneficiary on or before June 28, 
1982 received by the corporation in the period 
and after 1971 in consequence of the death of 
any person, and 


(ii) all amounts each of which is the proceeds 
of a life insurance policy of which the corpo- 
ration was not a beneficiary on or before June 
28, 1982 received by the corporation in the 
period and after May 23, 1985 in consequence 
of the death of any person . 


exceeds the total of all amounts each of which is 
the adjusted cost basis (within the meaning as- 
signed by subsection 148(9)) of.a policy referred 
to in subparagraph (i) or (ii) to the corporation 
immediately before that person’s death, and 


Subdiv. h — Corporations Resident in Canada 


(e) the amount of the corporation’s life insurance 
capital dividend account immediately before May 
24, 1985, 


exceeds the total of all capital dividends that became 


payable by the corporation after the commencement 
of the periodand before the particular. time; 


Related Provisions: 83(2) — Election to pay capital dividend out | 


of capital dividend account; 83(2.3) — Life insurance proceeds in- 


cluded under 89(1)“capital dividend account’(d); SI7K2)(z. 1 | 


Amalgamations — rules applicable — capital dividend account; 
88(2)(a) — Winding-up of a Canadian corporation; 89(1.1) — Cap- 


ital dividend account where control acquired; 89(1:2) — Capital | 
dividend account where corporation ceases to be exempt; 89(2) — | 


Where corporation is beneficiary; 104(20) — Flow-through of capi- 
tal dividend through trust; 131(11)(e) — Rules re prescribed labour- 
sponsored. venture capital corporations; 141.1. Insurance‘corpora- 
tion deemed not to be private corporation; 248(5) — Substituted 
property; 248(8) — Occurrences as a.consequence..of death; 
256(5.1).— Controlled directly, or indirectly — control in fact. 


History: Cls. (a)(i)(A) and (a)(i)(A) of the definition “capital divi- | 


dend account” in subsec. 89(1) amended by 1998, c. 19, subsecs. 
17(1) and (2), applicable to dispositions made after December 8, 


1997, other than. a disposition made under a written agreement made _ 


before December,9, 1997. The cls. formerly read: 


(A) the amount of a capital gain of the corporation realized in 
_ the period commencing on the first. day of the first taxation 
year commencing. after the time the corporation-last became a 
private corporation and.ending after 1971, and ending i imme- 
diately before the particular time 


(A) the amount ofa aaa BS of the corporation realized in 
that period 


That portion of cl. (a)(i)(c) and of (a)(ii)(C) preceding subcl. (II) of 


each in the definition ‘ ‘capital dividend account” in subsec. 89(1) | 


amended by 1994, c. 7, Sch. II (1991, c. 49), subsecs. 67(1), (2), to 
substitute “the disposition by it of a property” for “the disposition 
by it of a property, other than a designated property” in that portion 
preceding subcl. (I), and to add “except in the case of a disposition 
of a designated property” in subcl. (), gece to taxation years 
ending after November 26, 1987. 


Pre-RSC History: The definition “capital'dividend account” was 
para. 89(1)(b). See Table of Concordance. 


Subpara. 89(1)(b)(i) substituted by 1988, c. 55, subsec. 62(1), appli- 
cable in taxation years ending after November 26, 1987, except that 
sub-subcls. 89(1)(b)(1)(A)CHD)2. and: 3... and (B)(U1)2:,.and 3., are ap- 
plicable: with respect to dispositions occurring after November 26, 
1987. Subpara: 89(1)(b)(i) formerly read: 


(1) ‘2 of the amount, if any, by which 
(A) the amount, if any, by which 


() the aggregate of the capital gains of ihe corpora- 

tion for the period commencing onthe first,day of 

the first taxation year commencing after-the time the 

corporation last became a private corporation and 

ending after 1971, and ending immediately before 
- the particular time, 


exceeds 


(II) the aggregate of all amounts each of which is the 
portion of a capital gain referred to in subclause: (1) 
from the disposition by it of .a property, other than a 
designated property, that may reasonably be regarded 
as having accrued while: the property, or a property 
for which it was substituted, was a property of a cor- 
poration other than a private corporation, an invest- 
‘ment corporation, a mortgage investment corporation 
“or a mutual fund corporation 
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exceeds 
(B) the amount, if any, by which 


(I) the aggregate of the capital losses of the corpora- 
tion for that period, 


Sy ae 


(Il) the aggregate of all amounts each of which is the 
portion of a capital loss referred to in subclause (1) 
from the disposition by it of a property, other than a 
designated property, that may reasonably be regarded 
as having accrued while the property, or a property 

_ for which it was substituted, was.a property, of a cor- 
poration other than a private corporation, an invest- 
ment corporation, a mortgage investment corporation 
or a mutual fund corporation, 


Subnare 89( 1)(b) (iii) substituted by 1988, c. 55, subsec. 62(2), ap- 
plicable after June 17, 1987 except that, with respect to amounts 
included in the calculation of a corporation’s income by reason of 
para. 12(1)(i.1) or subsec. 20(4.2), relating to an amount owing in 
respect of a disposition of property occurring in a taxation year of 
the corporation commencing before July 1988, cls. 89(1)(b)(iii)(C) 
and (G) shall be read without.reference to the:words “‘/3 of’. Sub- 
para. 89(1)(b)(Gii) formerly read: 


(iii) all amounts each of which is an amount in-respect-of a. 
business carried on by the corporation at any time in the pe- 
riod, equal to the amount, if any, by which 


(A) the aggregate of the eligible capital amounts (within 
the meaning assigned by subsection 14(1)) in respect of 

~ the business that became payable to the So Adaaben al in the 
period 


exceeds the aggregate of 


(B) the cumulative eligible capital of the corporation in 
respect of the business at the commencement of the pe- 
riod, and 


(C) '» of the aggregate of the eligible capital expenditures 
-in respect of the business that were made or incurred by 
the corporation in the ‘period, 


Subpara. 89(1)(b)(iv) substituted and subpara. 89(1)(b)(v) added, by 
1986, c. 6, subsec. 48(1), applicable after May 23, 1985. Subpara. 
89(1)(b)(v) formerly read: 


Gv) the amount, if any, by which 


(A) the aggregate of all amounts each of which is the pro- 
ceeds of a life insurance policy of which the corporation 
was a beneficiary on or before June 28, 1982 received by 
the corporation in the period and after 1971 in conse- 

quence of the death of any person whose life was insured 
under the policy, 


exceeds 


(B) the aggregate of all amounts each of which is the ad- 
justed cost basis of the policy (within the meaning of par- 
agraph 148(9)(a)) to the corporation immediately before 
that person’s death, 


Subcls. 89(1)(b)G)(A)CD, and (B)(II) substituted by 1984, c. 1, sub- 
secs. 40(1), (2), to add “an investment corporation, a mortgage in- 
vestment corporation or a mutual fund corporation”, applicable with 
respect to dispositions occurring after November 12, 1981. 


Subparas. 89(1)(b)(i), (iv) substituted by 1980-81-82-83, c. 140, 
subsecs, 54(1), (2), applicable, as to subpara. 89(1)(b)(i), with re- 
spect to dispositions occurring after. November 12, 1981, and, as to 
subparas. 89(1)(b)(i), (iv), after June 28,. 1982. Subparas. 
89(1)(b)(Gi), (iv) formerly read: 


(i) ‘2 of the amount, if any, by which the aggregate of the 
capital gains of the corporation, for the period commencing 
on the first day of the first taxation year commencing after the 
time the corporation last became a private corporation and 
ending after 1971, and ending immediately before the particu- 
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lar time, exceeds the aggregate of its capital losses for that 
period, 


(iv) the amount, if any, by which 


(A) the proceeds of any life insurance policy received by 
the corporation in the period and after 1971 in conse- 
quence of the death of any person whose life was insured 
under the policy, 


exceeds 


(B) the adjusted cost basis of the policy (within the 
meaning of paragraph 148(9)(a)) to the corporation im- 
mediately before that person’s death, 


Cl. 89(1)(b)(iv)(B) substituted by 1977-78, c. 1, subsec. 44(2), ap- 


plicable with respect to life insurance proceeds received after March 
31, 1977. Cl. 89(1)(b)Giv)(B) formerly ‘read: 


(B) all amounts paid as or on account of premiums paid under 
the policy, 
Para. 89(1)(b)(i) substituted by 1974-75-76, c. 26, subsec. 53(1), ap- 
plicable to 1972 et seq. ; 
1.T. Application Rules: 32.1(4) (where dividend paid or payable 
before May 7, 1974). 


Interpretation Bulletins: IT-66R6: Capital dividends IT-123R4: 


Disposition of eligible capital property; IT-123R6: Transactions in- 


volving eligible capital property; IT-138R: Computation and flow- 
through of. partnership income; .IT-149R4: Winding-up, dividend; 
IT-430R3: Life insurance proceeds received by a private corpora- 
tion or a partnership as a consequence of death; IT-484R2: Business 
investment losses. 


1.T. Technical News: No. 9 (life insurance policy used as security 
for indebtedness). 


Advance Tax Ruling: ATR-54: Reduction of paid-up capital. 


“designated property” means 
(a) any property of a private corporation that last 


became a private corporation before November 
13, 1981 and that was acquired by it 


(i) before November 13, 1981, or 


(ii) after November 12, 1981 pursuant to an 
agreement in writing entered into on or before 
that date, 


(b) any property of a private corporation that was 
acquired by it from another private corporation © 


with whom the private corporation was not deal- 
ing at arm’s length (otherwise than by virtue of a 
right referred to in paragraph 251(5)(b))° at the 
time the property was acquired, where the prop- 


erty was a designated property of the other pri- | 


vate corporation, 


(c) a share acquired by a private corporation in a 
transaction to which section 51, subsection 85(1) 
or section 85.1, 86 or 87 applied in exchange for 
another share that was a designated property of 
the corporation, or 


(d) a replacement property (within the meaning 
assigned by section 44) for a designated property 
disposed of by virtue of an event referred to in 
paragraph (b), (c) or (d) of the definition “pro- 
ceeds of disposition” in section 54; 
Related Provisions: 89(1)‘capital dividend account”(a)(i)(C)(D), 
89(1)“capital dividend account’ (a)(i1)(C)(f) — Application to capi- 
tal dividend account; 129(4:3) — Application of definition tos. 129. 
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Pre-RSC. History: The definition “designated property” was 
para. 89(1)(b.1). See Table of Concordance. 


Para. 89(1)(b.1) substituted by 1985, c. 45, subsec. 44(1), applicable 
after November 12, 1981. Para. 89(1)(b.1) formerly read: 
(b.1) “designated property” — “designated property” means 
any particular property of a corporation that last became a 
private corporation before November 13, 1981 and that was 
acquired by it 
(i) before November 13, 1981, or 


(ii) after November 12, 1981 pursuant to an agreement in 
writing entered into on or before that date, 


or a replacement property (within the meaning assigned by 
section 44) for any such particular property disposed of by 
virtue of an event referred to in subparagraph pathelat (11) or 
(iv), 
Para. 89(1)(b.1) added by 1980-81-82-83, c. 140, cuties 54(3), ap- 
plicable after November 12, 1981. 


Interpretation Bulletins: IT-66R6: Capital dividends; IT-243R4: 
Dividend refund to private corporations. 


“life: insurance capital dividend account [para. 
89(1)(b.2)}”? — [Repealed under former Act] 


Pre-RSC History: Para. 89(1)(b.2) repealed by 1986, c. 6, subsec. 
48(2), applicable after May 23, 1985. Para. 89(1)(b.2) formerly 
read: 


(b.2) “life insurance capital dividend account’ — “‘life in- 
surance capital dividend account” of a corporation at any par- 
ticular time means the amount, if any, by which the aggregate 
of 


(1) the amount, if any, by which 


(A) the aggregate of all amounts each of which is the 
proceeds of a life insurance policy of which the cor- 
poration was not a beneficiary on or before June 28, 
1982 received as a consequence of the death of a per- 
son whose life was insured under the policy by the 
corporation in the period 


(1) commencing on the first day of the first taxa- 
tion year commencing after the time the corpora- 
tion last became a private corporation and end- 
ing after 1971, and 


(I) ending immediately. before the particular 
time 


exceeds 


(B) the aggregate of all amounts each of which is the 
adjusted cost basis (within the meaning assigned by 
paragraph 148(9)(a)) to the corporation immediately 
before that person’s death of a policy referred to in 
clause (A), and 


(ii) all amounts each of which is an amount in respect of 
a dividend received by the corporation on a share of the 
capital stock of another corporation in the period, which 
amount was, by virtue of subsection 83(2.1), not included 
in computing the income of the corporation 


exceeds 
(iii) the aggregate of all amounts each of which is a life 
insurance capital dividend that became payable by the 


corporation after the commencement of the period and 
before the particular time; 


Para. 89(1)(b.2) added by 1980-81-82-83, c. 140, subsec. 
54(3), applicable after June 28, 1982. 


‘paid-up capital’ at any particular time means, 


(a) in respect of a share of any class of the capital 
stock of a corporation, an amount equal to the 
paid-up capital at that time, in respect of the class 
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of shares of the capital stock of the corporation to 
which that share belongs, divided by the number 
of issued shares of that class outstanding at that 
time; © 


(b) in respect of a class of shares of the capital 
stock of a corporation, 


(i) where the particular time is before May 7, 
1974, an amount equal to the paid-up capital 
in respect of that class of shares at the particu- 
lar time, computed without reference to the 
provisions of this Act, 


(it) where the particular time is after May 6, 
1974, and before April 1, 1977, an amount 
equal to the paid-up capital in respect of that 
class of shares at the particular time, com- 
puted in accordance with the Income Tax Act, 
chapter 148 of the Revised Statutes of Can- 
ada, 1952, as it read on March 31, 1977, and 


(111) where the particular time is after March 
31, 1977, an amount equal to the paid-up capi- 
tal in respect of that class of shares at the par- 
ticular time, computed without reference to 
- the provisions of this Act except subsections 
51(3) and 66.3(2) and (4), sections 84.1 and 
84.2, subsections 85(2.1), 85.1(2.1), 86(2.1), 
87(3) and (9), 128.1(2) and (3), 138(11.7), 
192(4.1) and 194(4.1) and section 212.1, 


except that, where the corporation is a coopera- 
tive corporation (within the meaning assigned by 
subsection 136(2)) or a credit union and the stat- 
“ute by or under which it was incorporated does 
not provide for paid-up capital in respect of a 
class of shares, the paid-up capital in respect of 
that class of shares at the particular time, com- 
puted without reference to the provisions of this 
Act, shall be deemed to be the amount, if any, by 
which 
(iv) the total of the amounts received by the 
corporation in respect of shares of that class 
issued and outstanding at that time 


exceeds 


(v) the total of all amounts each of which is an 
amount or part thereof described in subpara- 
graph (iv) repaid by the corporation to persons 
who held any of the issued shares of that class 
before that time, and 


(c) in respect of all the shares of the capital stock 
_of a corporation, an amount equal to the total of 
all amounts each of which is an amount equal to 
the paid-up capital in respect of any class of 
shares of the capital stock of the corporation at 
the particular time; 
Related Provisions: 51(3) — Exchange of convertible property; 
66.3(2) — Exploration and development shares — deductions from 
paid-up capital; 66.3(4) — Paid-up capital; 84.1 — Non-arm’s 
length sales of shares; 84.2 — Computation of paid-up capital in re- 
spect of particular class of shares; 85(2.1) — Transfer of property to 
corporation by shareholders — computation of paid-up capital; 
85.1(2.1) — Share for share exchange — computation of paid-up 
capital; 86(2.1) — Internal reorganization; 87(3) — Computation of 
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paid-up capital; 87(3.1)— Election for non-application of 87(3); 
87(9)(b) — Rules applicable re certain mergers; 128.1(2), (3) 
Corporation becoming resident in Canada; 138(11.7) — Insurance 
corporations — computation of paid-up capital; 192(4.1), 
194(4.1) — Computing paid-up capital after SPTC or SRTC desig- 
nation; 212.1 — Non-arm’s length sales of shares by non-residents; 
248(1)“paid-up capital” — Definition applies to entire Act; 
248(6) — Series of shares. 


History: Subpara. (b)(iii) of the definition “paid-up capital” in sub- 
sec. 89(1) substituted by 1994, c. 21, subsec. 42(2), applicable to 
determinations of paid-up capital after August 1992, except that, in 
applying the subpara. before 1993, it shall be read without reference 
to “128.1(2) and (3)”. That subpara. formerly read: 


(111) where the particular time is after March 31, 1977, an 
amount equal to the paid-up capital in respect of that class of 
shares at the particular time, computed without reference to 
the provisions of this Act except subsections 66.3(2) and (4), 
sections 84.1 and 84.2, subsections 85(2.1), 85.1(2.1), 87(3) 
and (9), 138(11.7), 192(4.1) and 194(4.1) and section 212.1, 


That portion of para. (b) of “paid-up capital” following subpara. (iii) 
added by 1994, c. 7, Sch. Il (1991, c. 49), subsec. 67(3), applicable 
after 1988. 

Pre-RSC History: The definition “paid-up capital” was para. 
89(1)(c). See Table of Concordance. 

Cl. 89(1)(c)@i)(C) amended by 1988, c. 55, subsec. 62(3), to add 
reference to subsec. 138(11.7), applicable after December 15, 1987. 
Cl. 89(1)(c)Gi)(C) substituted by 1987, c. 46, s. 31, to add reference 
to subsecs. 66.3(4) and 85.1(2.1), applicable after February 17, 
1987. 

Cl. 89(1)(c)Gi)(C) amended by 1986, c. 6, subsec. 48(3), applicable 
after May 23, 1985, to substitute “subsection 66.3(2), sections 84.1 
and 84.2, subsections 85(2.1), 87(3), 87(9), 192(4.1) and 194(4.1) 
and section 212.1, and” for “sections 84.2 and 212.1 and subsec- 
tions 87(3) and 87(9), and”. 

Cl. 89(1)(c)Gi)(C) substituted by 1979, c. 5, subsec. 30(1), applica- 
ble to 1978 et seg., adding reference to subsec. 87(9). 

Para: 89(1)(c) substituted by 1977-78, c. 1, subsec. 44(3), applicable 
after March 31, 1977. Para. 89(1)(c) formerly read: 


(c) “paid-up capital” at any particular time means, 


(1) in respect of a share of any class of the capital stock of 
a corporation, an amount equal to the paid-up capital at 
that time, in respect of the class of shares of the capital 
stock of the corporation to which that share belongs, di- 
vided by the number of issued shares of that class out- 
standing at that time, 


(ii) in respect of a class of shares of the capital stock of a 
corporation, the amount, if any, by which the aggregate 
of 
(A) an amount equal to the paid-up capital in respect 
of that class of shares at that time, determined with- 
out reference to this subparagraph, 


(B) all amounts each of which is an amount in re- 
spect of the issue of any share of that class by the 
corporation before that time equal to the amount, if 
any, by which 
(1) the fair market value, at the time that share 
was issued, of the consideration received by the 
corporation for the issue of that share 


exceeds 


(II) the amount. by which the paid-up capital re- 
ferred to in clause (A) was increased by virtue of 
the issue of that share, and 
(C) all amounts each of which is the amount by 
which 


(I) that portion of the amount, if any, by which 
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1. any contribution of property (other than 
eligible capital property) before that time to 
the corporation by a shareholder who owned 
shares of that class 


exceeds 


2. any consideration given by the corpora- 
tion in respect of that contribution of 
property 
that cannot reasonably be regarded as a gift 
made to or for the benefit of any other share- 
holder of the corporation 


exceeds 


(II) the portion of the portion determined under 
subclause (I) that has otherwise been included in 
the paid-up capital in respect of that or any other 
class of shares of the capital stock of the 
corporation, 


exceeds the aggregate of 


(D) all amounts each of which is an amount in re- 
spect of the redemption, acquisition or cancellation 
in any manner whatever, before that time, of a share 
of that class by the corporation equal to the amount, 
if any, by which 


(1) the paid-up capital in respect of that share im- 
mediately before such redemption, acquisition or 
cancellation 


exceeds 


(II) the reduction in the amount of the paid-up 
capital referred to in clause (A) by virtue of such 
redemption, acquisition or cancellation, 


(E) all amounts each of which 1s an amount in re- 
spect of a reduction of the paid-up capital of that 
class, before that time, otherwise than by way of re- 
demption, acquisition or cancellation of shares of 
that class equal to the amount, if-any, by which 


(1) the amount paid by the corporation on the re- 
duction of the paid-up capital 


exceeds 


(II) the reduction in the amount of the paid-up 
capital referred to in clause (A) by virtue of such 
reduction, and 


(F) all amounts each of which is the amount of a div- 
idend that the corporation would, but for this clause, 
have been deemed, by subsection 84(1), to have paid 
before that time on an increase in the paid-up capital 
of that class of shares other than an increase on the 
issue of a share of that class or by virtue of the amal- 
gamation of two or more corporations, and 


(iii) in respect of all'the shares of the capital stock of a 
corporation, an amount equal to the aggregate of all 
amounts each of which is an amount equal to the paid-up 
capital in respect of any class of shares of the capital 
stock of the corporation at the particular time; 


Para. 89(1)(c) substituted by 1974-75-76, c. 26, subsec. 53(2), appli- 
cable for the purposes of computing the paid-up capital of a corpo- 
ration at the end of its 1971 taxation year and at any time after May 
6, 1974. Para. 89(1)(c) formerly read: 


(c) “paid-up capital” in respect of a share of any class of the 
capital stock of a corporation at any particular time means an 
amount equal to the paid-up capital of the corporation at that 
time that is represented by the shares of the class to which 
that share belongs, divided by the number of issued shares of 
that class then outstanding; 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952’). 
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Interpretation Bulletins: IT-88R2: Stock dividends; IT-463R2: 
Paid-up capital; IT-489R: Non-arm’s length sale.of shares. to a 
corporation, 


Advance Tax Ruling: ATR-27: Exchange and acquisition of in- 
terests in capital properties through rollovers and winding-up (“but- 
terfly”); ATR-28: Redemption of capital stock of family farm cor- 
poration; ATR-35: Partitioning of assets to get specific 
ownership — “butterfly”; ATR-54: Reduction of paid-up capital. 


“paid-up capital deficiency [para. 89(1)(d)]” and 
“paid-up capital limit [para. 89(1)(e)]” — [Re- 
pealed under former Act] 


Pre-RSC History: Paras. 89(1)(d), (e) repealed by 1977-78, c. 1, 
subsec. 44(3), applicable after March 31, 1977. Paras. 89(1)(d), (e) 
formerly read: 


(d) “paid-up capital deficiency” —“‘paid-up capital defi- 
ciency” of a corporation at any particular time after May 6, 
1974 means the amount, if any, by which the aggregate of 


(1) the amounts determined under subparagraphs (1)(xi1) 
and (xiii) in respect of the corporation, 


(ii) all amounts determined under subparagraphs (1)(xiv), 
(xv) and (xviii) in respect of the corporation at the partic- 
ular time, 


(iii) all amounts each of which is an amount equal to the 
paid-up capital at the particular time in respect of a share 
of the capital. stock of the corporation issued after 1971 
that was received by a person as described in subsection 
35(1) if that person, or that person together with other 
persons with whom he does not deal at arm’s length, con- 
trolled the corporation directly or indirectly in any man- 

_ner whatever immediately after the time the share was 
issued, 


(iv) where subsection 85(1) or (2) has been applicable in 
respect of any disposition of property (other than.a dispo- 
sition after May 6, 1974 and before November 19, 1974) 
to the corporation before the particular time, Oe amount, 
if any, by which 


(A) the amount by which any increase, by virtue of 
the disposition, in the paid-up capital of the corpora- 
tion exceeds any increase, by virtue of the disposi- 
tion, in the value of its assets (determined as though 

the value of any property so transferred were its cost 
to the corporation for the purposes of this Part and as 
though this Part were read without reference to sub- 
section 85(5)) less its liabilities, 


exceeds 


(B) the amount by which any increase, by virtue of 
the disposition, in the paid-up capital of the corpora- 
tion exceeds any increase, by virtue of the disposi- 
tion, in the value of its assets less its liabilities, and 


(iv.1) where the particular time is after November 18, 
1974 and where at any time before the particular time the 
corporation issued any shares of its capital stock as con- 
sideration for the purchase of shares of the capital stock 
of a second corporation and, : 


(A) at any time before those shares were so issued, 
any particular. person, or the group of. persons: to. 
whom those shares were issued, 


(I) controlled the second corporation, directly or 
indirectly in any manner whatever, or 


(II) beneficially owned shares of the capital 
stock of the second corporation representing 
more than 50% of its paid-up capital, and 
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(B) at any time before the particular time, the partic- 
ular person, or group of persons referred to in clause 
(A), tsb 
(I) controlled ‘the corporation directly:.or -indi- 
rectly in any manner whatever, 


(II) beneficially owned shares of the capital 
-stock of the. corporation. representing more than 
_ 50% of its paid-up capital, or . 

-_ (II), held an amount of debt payable. by the cor- 
poration: that exceeded. the paid-up capital of the 
corporation, at a time when shares of the capital 
stock of the corporation representing more than 
50% of its paid-up capital were beneficially 
owned by 


1. that particular person, 
2. that group of persons, 


3. persons related to that particular person or 
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“equal to the amount, 1f any, by which the amount of the 


reduction exceeds the aggregate of amounts paid by it to 
its shareholders on the reduction, 


(ix) all business losses (within the meaning of this Act a as 
it read in its ‘application to the 1971 taxation year) sus- 
tained by the corporation in taxation years ending before 
1972,-to the extent that such losses have been deducted 
under paragraph 111(1)(a) or (c) from the corporation’s 
income for any taxation year ending after 1971 and 
before the particular time, and 


(x), all amounts each of which.is.an amount in respect of 
any purchase by the corporation before the particular 
time of any shares of its capital stock in respect of which 
tax under section 181 is payable by it, equal to. the 


- amount, if any, by which, the amount described in para- 


graph 181(1)(a) in, respect.of the purchase-exceeds the 
amount described in paragraph 181(1)(b) in respect 
thereof; 


(e) “paid-up capital limit” — “paid-up capital limit” of a cor- 
poration at any particular time means the amount, if any, by 
which the paid-up ‘capital capital of the corporation at that 
time in respect of all of the shares of its capital stock.exceeds 
the corporation's paid-up capital deficiency at that time; 


any member of that group of persons, or 


4. any combination of persons referred to in 
this subclause, 


Tf 


all amounts each of which is an amount in respect of any 
shares so issued at any given time equal. to the amount, if 


any, by which the leeser CF All that portion of para. 89(1)(d). preceding subpara. (v), subparas. 


89(1)(d)(v1),. x) substituted by 1974-75-76, c. 26, subsecs. 
~ 53(3)(5), applicable in computing paid-up capital deficiency after 
May 6, 1974. That RTH subparas. 89(1)(d)(vi), (X) formerly 
read: 


(C) subject to subsection 89(6), the ‘increase in the 
paid-up capital of the corporation by virtue of the is- 
sue of those shares (on the assumption that paragraph 


(c) applied on the issue of those shares) and 
(d) “paid-up capital deficiency” of a corporation at any partic- 


(D) the amount, if any, by which the aggregate of the ular time means the amount, if any, by which the aggregate of 


“increase in the paid-up capital of the corporation by 
virtue of the issue of those shares (on the assumption 
that paragraph (c) applied on the issue of those 
shares) and the fair market value at that time of any 
other consideration given: by the corporation at that 
time for the purchase of the shares of the second cor- 
poration exceeds the lesser of 


(I) the paid-up capital limit, of the second corpo- 
ration at that time or on November 18, 1974 
where that day is later, and 


(ID the aggregate of all amounts each of which is 

“the paid-up capital at that time of each share of 
the second corporation so purchased at that time 
(on ‘the. assumption that paragraph (c) applied at 
that time) 


exceeds the aggregate of 


(E) the amount of any dividend that the corporation 
is. deemed by virtue of subsection 84(1) to have paid 
asa result of the issue of those shares, and 


(F) the amount determined under subparagraph (iv) 
in. respect of the corporation as a result of the issue of 
those shares, 


exceeds the aggregate of 


(v) the tax equity of the corporation at the end of its 1971 
taxation year, 


(vi) all amounts determined under subparagraphs (1)(ii) to 
(x) in'respect of the corporation at the particular time, 


(vii) all amounts each of'which is an amount deemed by 
subsection 84(2), (3) or (4):to be a dividend paid before 
the particular time by the corporation on shares of any 
class, to the extent of the amount, if any, by which the 
paid-up capital in respect of the shares of that class.at.the 
time the dividend was.paid exceeds the paid-up capital 
limit of the corporation at the time the dividend was paid, 
(viii) all amounts each of which is an amount in’respect 


of a reduction of the paid-up capital of the corporation 
after its 1971 taxation year and before the particular time, 
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(i) the amounts determined under subparagraphs (1)(v) 
and (vi) in respect of the corporation, 


(ii), all. amounts determined. under subparagraphs (1)(vii) 
and (viit) in respect. of the corporation at the particular 
time, 


(iii) the paid-up ah at the particular time in respect of 
any shares of the capital stock of the corporation issued 
after 1971 that-were received. by a person as described in, 
subsection 35(1), and 


(iv) where subsection 85(1) or (2) has been applicable in 
respect, of any, disposition of property to the corporation 
before the particular time, the amount, if any, by which 


(A) the amount by which any increase, by virtue of 
the disposition, in the paid-up capital of the corpora- 
tion exceeds any increase, by virtue of the disposi- 
tion, in the value of its assets (determined as though 
the value of any property so transferred were its. cost 
to the corporation for the purposes of this Part and as 
though this Part were read without reference to sub- 
section 85(5)) less’ its liabilities, 


exceeds 
(B) the amount by which any increase, by. virtue of 
the disposition, in the paid-up capital of the corpora- 
tion exceeds any increase, by virtue of the disposi- 
tion, in the value of its assets less its liabilities, 


exceeds the aggregate of 


(vi) all amounts determined under subparagraphs (1)(ii), 
(iii), (iv) and (iv.1) in respect of the corporation at the 
particular time, 


(ix) all business losses (within the meaning of this Act as 
it read in its application to the 1971 taxation year) sus- 
tained by the corporation in taxation years ending before 
1972, to the extent that such losses have been deducted 
under paragraph 111(1)(a) from the corporation’s income 
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for any taxation year ending after 1971 and before the 
particular time, and 


“private corporation” at any particular time means 
a corporation that, at the particular time, is resident 
in Canada, is not a public corporation and. is not con- 
trolled. by one or more public corporations (other 
than prescribed venture capital corporations) or pre- 
scribed federal Crown corporations or by any combi- 
nation thereof and, for greater certainty, for the pur- 
poses of determining at any particular time when a 
corporation last became a private corporation, 


(a) a corporation that was a private corporation at 
the commencement of its 1972 taxation year and 
thereafter without interruption until the particular 
time shall be deemed to have last become a pri- 
vate corporation at the end of its 1971 taxation 
year, and . 


(b) a corporation incorporated after 1971 that was 
a private corporation at the time of its incorpora- 
tion and thereafter without interruption until the 
particular time shall be deemed to have last be- 
come a private corporation immediately before 
the time of its incorporation; 


Related Provisions: 27(2) — Crown corporations; 134 — NRO 
deemed. not private corporation; 136(1) — Cooperative corporation 
not private corporation; 137(7) — Credit union not private corpora- 
tion; 137.1(6) — Deposit insurance corporation not private corpora- 
tion; 141.1 — Insurance corporation not private corporation for cer- 
tain purposes; 186(5) — Subject corporation deemed private 
corporation for certain purposes; 227(16) — Municipal or provin- 
cial corporation deemed not private corporation for Part IV tax; 
248(1)“private corporation” — Definition applies to entire Act; 
250.— Resident. in. Canada. 


History: That portion of the definition “private corporation” pre- 
ceding para. (a) substituted by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 67(4), applicable after July 13, 1990. That portion formerly 
read: 


“private corporation” at any particular time means a corpora- 
tion that, at the particular time, was resident in Canada, was 
not a public corporation, and was not controlled by one or 
more public corporations and for greater certainty for the pur- 
poses. of determining, at any particular time, when a corpora- 
tion last became. a private corporation, 


Pre-RSC History: The definition “private corporation” was para. 
89(1)(f). 


Para. 89(1)(f) amended by 1988, c. 55, subsec. 62(4), to substitute 
“controlled by one or more public corporations” for “controlled, di- 
rectly or indirectly in any manner whatever, by one or more public 
corporations;” applicable to taxation years commencing after 1988. 


Regulations: 6700 (prescribed venture capital corporation); 7100 
(prescribed federal Crown corporation). 


1.T. Application Rules: 50(1) (status of corporation in 1972 taxa- 
tion year). 


Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations; IT-391R: Status of corporations; IT-458R: Canadian- 
controlled private corporation. 


“public corporation” at any particular time means 


(a) a corporation that is resident in Canada at the 
particular time if at that time a class of shares of 
the capital stock of the corporation is listed on a 
prescribed stock exchange in Canada, 
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(b) a corporation (other than a prescribed labour- 
sponsored venture capital corporation) that is res- 
ident in Canada at the particular time if at any 
time after June 18, 1971 and 


(i) before the particular time, it elected in pre- 
scribed manner to be a public corporation, and 
at the time of the election it complied with 
prescribed conditions relating to the number 
of its shareholders, the dispersal of ownership 
of its shares and the public trading of its 
shares, or 


(ii) before the day that is 30 days before the 
day that includes the particular time it was, by 
notice in writing to the corporation, desig- 
nated by the Minister to be a public corpora- 
tion and at the time it was so designated it 
complied with the conditions referred to in 
subparagraph (i), 


unless, after the election or designation, as the 
case may be, was made and before the particular 
time, it ceased to be a public corporation because 
of an election or designation under paragraph (c), 
or 


(c) a corporation (other than a prescribed labour- 
sponsored venture capital corporation) that is res- 
ident in Canada at the particular time if, at any 
time after June 18, 1971 and before the particular 
time it was a public corporation, unless after the 
time it last became a public corporation and 


(i) before the particular time, it elected in pre- 
scribed manner not to be a public corporation, 
and at the time it so elected it complied with 
prescribed conditions relating to the number 
of its shareholders, the dispersal of ownership 
of its shares and the public trading of its 
shares, or 


(ii) before the day that is 30 days before the 
day that includes the particular time, it was, 
by notice in writing to the corporation, desig- 
nated by the Minister not to be.a public corpo- 
ration and at the time it was so designated it 
complied with the conditions referred to in 
subparagraph (i), | 


and where a corporation has, on or before its filing- 
due date for its first taxation year, become.a public 
corporation, it is, if it so elects in its return of income 
for the year, deemed to have been a public corpora- 
tion from the beginning of the year until the time 
when it so became a public corporation; 


Related Provisions: 13(27)(f) — Restriction on deduction before 
available for use; 87(2)(i1) — Amalgamations — public corpora- 
tion; 130.1(5) — Mortgage investment corporation deemed to be 
public corporation; 141 — Life insurance corporation deemed to be 
public corporation; 248(1)“public corporation” — Definition ap- 
plies to entire Act; 250 — Resident in Canada. 
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History: The definition “public corporation” in subsec. 89(1) 
amended by 1998,.c. 19, subsec. VIO), pacing’ to 1995.,et, ned: 
The definition formerly read:, 


“public corporation” at any particular time means a corpora- 
tion that was resident in Canada at the particular time, if 


(a) at the particular time, a class or classes of shares of 
the capital stock of the corporation were listed on-a pre “ 
scribed stock exchange in Canada, 


» (b) at any time after June 18, 1971.and 


(1) before the particular time, it elected in prescribed 
manner to be a public corporation, and at the time of 
the election it complied with. prescribed conditions 
relating to the number of its shareholders, dispersal 
of ownership of its shares, public trading of its shares .,, 
and size of the corporation, or 


(ii) before a day 30 days before the particular time, it 
was, by notice in writing to the corporation, desig- 
‘ ‘nated by the Minister to be a public corporation,’ and 
“at the time it was so designated it complied with the 
conditions referred to in subparagraph (1), 


unless subsequent to: the election or designation, ‘as the 
case may be, and before the particular time, it ceased to 
be a public corporation by virtue of paragraph (c), or _ 
(c) at-any time after June 18, 1971-and before the particu- 
lar time, it was a public corporation, unless after the time 
it last became a public corporation and 


(i) before the particular time, it elected in prescribed 
manner not to be a public corporation, and at. the 
time it so elected it complied with prescribed condi- 
tions relating to the. number of its shareholders, dis- 
persal of ownership of its shares and public trading 
of its shares, or 

(ii) before a day 30 days before the particular time, it 
was, by notice in writing to the corporation, desig- 
nated by the Minister not to be a public corporation, 
and at the time it was so designated it complied with 
the conditions referred to in subparagraph (1), 


in which case it shall be .deemed thereupon to have 
ceased to be a public corporation, 


except that where a corporation’s first taxation year ended af- 
ter 1971 andthe corporation has, after 1971 and on or before 
the day on or before which it was required by section 150 to 
file its return of income for that year, become a public corpo- 
ration, it shall, if it so.elected in that return, be deemed to 
have been. a, public corporation. from the commencement of 
that year until the day on which it so became a public 
corporation; 


Pre-RSC History: The definition “public corporation” was para. 
89(1)(g). See Table of Concordance. 


All that portion of para. 89(1)(g) following clause: Giiy(B) substi- 
tuted by 1973-74, c. 14, subsec. 28(1), applicable to 1972 et seq. 
Regulations: 3200 (prescribed stock exchange); 4800, 4803 (pre- 
scribed conditions); 6701 (prescribed labour-sponsored venture cap- 
ital corporation). ’ 

1.T. Application Rules: 50.(status of corporation in 1972 taxation 
year). 

Interpretation Bulletins: IT-98R2: Investment corporations; IT- 
176R2: Taxable Canadian property — interests ia and options on 
real property and shares; IT-320R2: Registered retirement savings 
plan — qualified investments; IT-391R: Status of corporations; IT- 
458R: Canadian-controlled private corporation. 


Forms: T2067: Election not to be a public corporation; T2073: 
Election to be a public corporation. 


“tax equity [para. eM sre 
former Act] 


[Repealed under 


S. 89(1) tax 


Pre-RSC History: Para. 89(1)(h) repealed by 1977-78, c. 1, sub- 
sec. 44(4), applicable after December 31, 1978. Para. 89(1)(h) for- 
merly read: 


(h) “tax equity” — ‘tax equity” of a corporation at the end of 
its 1971 taxation year means the amount, if any, by which the 
aggregate of all amounts each of which is 


(i) an amount in respect of depreciable property of a pre- 
scribed class owned by the corporation immediately after 
that time, equal to the undepreciated capital cost thereof 
to. the corporation at that time, 


(11) an amount in respect of any ‘other depreciable prop- 
erty owned by the corporation at that time, equal to the 
amount by which © 


(A) the actual cost of the property to the corporation, 
or the amount at which it was deemed to have ac- 
quired the property under subsection 20(6) of this 
Act as it read in its application to the 1971 taxation 
year, as the case: may be, 


exceeds 


(B) the aggregate of amounts in respect of the cost of 

the property that were allowed under paragraph 

11(1)(a) of this Act as it so read in computing the 

income of the corporation for taxation years ending 
, before 1972, 


(ii.1) an-amount in respect of a Peaerent right or an 
original right in respect of a government right (within the 
meanings assigned by section 21 of the Income Tax Ap- 
plication Rules, 1971) held by. the corporation. at; that 

_ lime.equal to the aggregate of all.amounts each of which 
is an outlay or expenditure described in subparagraph 
21(1)(b)Gi) of the Income Tax -Application Rules, 1971 
made or incurred by the taxpayer for the purpose of ac- 
quiring the right, 


(i11) an amount in respect of any. capital property (other 
than depreciable property) owned by the corporation at 
that time equal to 


(A) in the case of capital property to which either 
subsection 26(15) or (17) of the Income Tax. Applica- 
tion Rules, 1971 applies, the amount determined 
under whichever of those subsections is applicable to 
be the actual cost of the property to the taxpayer, and 


(B) in the case of any other capital property, its cost 

to the corporation (determined without reference to 
the Income Tax Application Rules, 1971) minus any 
amounts in respect of the cost thereof deducted in 
computing the income of the corporation under this 
Part for any taxation year ending before 1972, 


(iv) an amount in respect of property owned by the cor- 

poration and described in its inventory at that time equal 

to its value, at that time, for the purposes of computing 

the income of the corporation under Part I of this Act as 
~- it read in its application to the 1971 ‘taxation year, 


(v) the amount’ of any debt owing to the corporation 
(other than any debt the amount of which was included in 
computing the corporation’s income for its 1971 taxation 
year and deducted in computing that income under para- 
graph 11(1)(f) of this Act as it read in its application to 
the 1971 taxation year) or of any other right of the corpo- 
ration to receive an amount, that was outstanding at that 
time, minus such portion thereof as was not but would 
have been; if the amount.had been received by the corpo- 
ration in its 1971 taxation year, included in computing its 
income for that year, 


(vi) the amount of any money-of the corporation on hand 
at that time, or 


ELF 


S. 89(1) tax 


(vii) such part, if any, of 


(A) the cost to the corporation of any property (other 
than property described in subparagraphs (i) to (v)) 
owned by the corporation at that time, or 

(B) any expenditure incurred by the corporation 


(other than an expenditure to acquire property) 

before that time, 
as was not deductible in computing the corporation’s in- 
come for the 1971 or any previous taxation year for the 
purposes of Part I of this Act as it read in its application 
to that year, but would have been deductible in comput- 
ing its income for the 1971 taxation year if this Act as it 
read in its application to that year had been read without 
reference to any restriction on the quantum of any deduc- 
tion thereunder, 


exceeds the aggregate of all amounts each of which is 


(viii) the amount of any debt owing by the corporation or 
of any other obligation of the corporation to pay an 
amount, that was outstanding at that time, minus such 
part, if any, thereof as would be, if the amount were paid 
by. the corporation in its 1972 taxation year, deductible in 
computing its income for its 1972 taxation year, or 


(ix) the amount of any reserve deducted in computing the 

corporation’s income for its 1971 taxation year under 

Part I of this Act as it read in its application to that year; 
Subparas. 89(1)(h)(ii.1), Gii) substituted by 1973-74, c. 14, subsec. 
28(2), applicable to 1972 et seq. Sica 


‘taxable Canadian corporation’ means a corpora- 
tion that, at the time the expression is relevant, 


(a) was a Canadian corporation, and 


(b) was not, by virtue of a statutory provision, ex- 
empt from tax under this Part; 
Related Provisions: 134 — NRO deemed not taxable Canadian 
corporation; 149 — Statutory provisions exempting taxpayers from 
tax under this Part; 248(1)“taxable Canadian corporation” — Defi- 
nition applies to entire Act. 


Pre-RSC History: The definition “taxable Canadian corporation” 
was para. 89(1)(1). 
Para. 89(1)(1) substituted by 1979, c. 5, subsec. 30(2), applicable to 
1978 et seq. Para. 89(1)() formerly read: 

(i) “taxable Canadian corporation” means a corporation that 


(1) was a Canadian corporation at the time any dividend 
in respect of which the expression is relevant was re- 
ceived or deemed to have been received, and 


(ii) was not, by virtue of a statutory provision, exempt 
from tax under this Part for the taxation year of the cor- 
poration during which the dividend was received or 
deemed to have been received; 


“taxable dividend”. means a dividend other than 


(a) a dividend in respect of which the corporation 
paying the dividend has elected in» accordance 
with subsection 83(1) as it read prior to 1979 or 
in accordance with subsection 83(2), and 


(b) a qualifying dividend paid by a public corpo- 
ration to shareholders of a prescribed class of tax- 
deferred preferred shares: of the corporation 
within the meaning of subsection 83(1). 
Related Provisions: 15.1(1)— Small business development 
bond interest deemed taxable dividend; 15.2(1) — Small business 


bond interest deemed taxable dividend; 82(1) — Inclusion of taxa- 
ble dividend in income; 88(2) — Winding-up of a Canadian corpo- 
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ration; 129(1.2)— Dividends paid to create dividend. refund 
deemed not to be taxable dividends for purposes of s. 129; 
129(7) — Capital gains dividend is not a taxable dividend for pur- 
poses of dividend refund (s, 129); 248(1)‘“taxable dividend” — Def- 
inition applies to entire Act; 260(5) — Deemed taxable dividend on 
securities lending arrangement. 


Pre-RSC History: The definition “taxable dividend” was para. 
89(1)(j). 


Subpara. 89(1)(j)@) amended by 1986, c. 6, subsec. 48(4), applica- 
ble in, respect of dividends paid after May 23, 1985, to substitute 
“subsection 83(2), and” for “subsection 83(2) or (2.1), and”. 


Subpara. 89(1)G)(i) substituted by 1980-81-82-83, c. 140, subsec. 
54(4), applicable with respect to dividends paid after June 28, 1982, 
to add “or (2.1)”. 


Para. 89(1)() substituted by 1977-78, c. 1, subsec. 44(5), applicable 
after December 31, 1978. Para. 89(1)G) formerly read: 


(j) “taxable. dividend” means a dividend in respect of which 
the corporation paying the dividend has not elected in accor- 
dance with section 83 in respect of the full amount thereof; 


Regulations: 2107 (tax-deferred preferred series). 


Interpretation Bulletins: IT-52R4: Income bonds and income 
debentures. IT-67R3: Taxable dividends from corporations resident 
in Canada; IT-146R4: Shares entitling shareholders to choose taxa- 
ble or capital dividends. 


“‘tax-paid undistributed surplus on hand [para. 


89(1)(k)]’’ — [Repealed under former Act] 


Pre-RSC History: Para. 89(1)(k) repealed by 1977-78, c. 1, sub- 
sec. 44(5), applicable after December 31, 1978. Para. 89(1)(k) for- 
merly read: 


(k) “tax-paid undistributed surplus on hand” — “‘tax-paid 
undistributed surplus on hand” of a corporation at any partic- 
ular time means the amount, if any, by which the aggregate of 


(i) the lesser of 


(A) the amount that the corporation’s tax-paid undis- 
tributed income (within the meaning of this Act as it 
read in its application to the 1971 taxation year) 
would be (if this Act as it so read. were applicable to 
the period consisting of that part of the corporation’s 
1972 taxation year that is before 1972) as of the end 
of .1971,. and 


(B) the amount that the corporation’s 1971 undistrib- 
uted income on hand would be on January 1, 1972 if 
subsection 196(4) were read without reference to 
paragraph (d) thereof, 


(ii) all amounts on which, before the particular time, tax _ 
has been paid by the corporation under Part IX, minus all 
amounts of that tax, 


(ii.1) if the corporation has, before the particular time, 
elected, under subsection 196(1) in respect of an amount 
’ referred to in paragraph 196(1)(b), to pay a tax on the full 
amount of its 1971 undistributed income on hand imme- 
diately before the election, the amount by which 


(A) all amounts on which, after the particular time 
and as a result of the election, tax has been paid by 
the corporation under Part [IX within 90 days from 
the day of mailing of the notice of assessment of that 
tax 


exceeds 
(B) all amounts of that tax, and 


(iii) all amounts each of which is an amount in respect of 
a dividend received by the corporation on a share of any 
class of the capital stock of another corporation’ after 
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1971 and before the particular time, equal to the amount, 
if any, by which 


(A) that proportion of such part of the whole divi- 
dend paid by the other corporation on all shares of 
that class at the time it paid the dividend so received 
by the corporation as was payable out of the other 
corporation’s tax-paid undistributed surplus on hand, 
that the dividend so received by the corporation is of 
the whole dividend so paid by the other corporation, 


exceeds 


(B) 85/15 of the amount, if any, that the Minister 
was, before the particular time, required by subsec- 
tion 196(2) to pay to the corporation in respect of the 
dividend so received by it, 


exceeds the aggregate of such of the dividends that became 
payable by the corporation before the particular time as were 
payable out of the corporation’s tax-paid undistributed sur- 
plus on hand; and 


Subpara. 89(1)(k)Gi.1) added by 1973-74, c. 14, subsec. 28(3), ap- 


plicable 
1971 


follows: 


to 1972 et seq. 


capital surplus on hand [para. 89(1)(D]’’? — 
[Repealed under former Act] 


Pre-RSC History: Para. 89(1)(1) repealed by 1977-78, c.1, subsec. 
44(5) applicable after 1978 except that in applying para. 89(1)(1) 
after March 31, 1977 and before 1979 that paragraph reads as 


(1) “1971 capital surplus on hand” of a corporation at any par- 
ticular time after March 31, 1977 and before 1979 means the 
amount, if any, by which the aggregate of 


(i) the tax equity of the corporation at the end of its 1971 
taxation year, 


(11) subject to subsection (5), all amounts each of which is 
an amount in respect of a capital property of the corpora- 
tion owned by it on December 31, 1971 and disposed of 
by it after that date and before the particular time equal to 
the amount, if any, by which the lesser of its fair market 
value on the day fixed by proclamation for the purposes 
of subdivision c and the corporation’s proceeds of dispo- 
sition thereof exceeds its actual cost to the corporation 
determined without reference to the Income Tax Applica- 
tion Rules, 1971, other than subsections 26(15), (17) and 
(21) to (27) thereof, 


(111) all amounts each of which is an amount in respect of 
a capital property owned by it at the end of its 1971 taxa- 
tion year or acquired by it thereafter and disposed of by 
the corporation before 1972, equal to the amount, if any, 
by which the corporation’s proceeds of disposition 
thereof exceeds its actual cost to the corporation deter- 
mined. without reference to the Income Tax Application 
Rules, 1971, 


(iv) all amounts each of which is an amount in respect of 
a dividend received by the corporation on a share of the 
capital stock of another corporation after 1971 and before 
the particular time, which amount was, by virtue of sub- 
section 83(1), not included in computing the income of 
the corporation by virtue of this subdivision, minus such 
portion, if any, of that amount as was payable out of the 
other corporation’s tax-paid undistributed surplus on 
hand, and 


(v) all amounts each of which is an amount in respect of 
an eligible capital amount (within the meaning assigned 
by subsection 14(1)) in respect of a business carried on 
by the corporation that became payable to the corporation 
before the particular time and after the taxation year in 
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which the corporation last became a ‘private corporation 
equal to the amount, if any, by which 


(A) the amount that the eligible capital amount 
would be but for the provisions of the Income Tax 
Application Rules, 1971, relating to section 14 


exceeds 
(B) the aggregate of 
(I) the eligible capital amount, and 


(JI) where the amount in respect of an eligible 
capital amount is received as consideration for 
the disposition of, or for allowing the expiry of, 
a government right (within the meaning assigned 
by paragraph 21(3)(a) of the Income Tax Appli- 
cation Rules, 1971), such amount as is included 
in respect thereof in the tax equity of the corpo- 
ration at the end of its 1971 taxation year by vir- 
tue of subparagraph (h)(1i.1), 


(vi) all amounts each of which is an amount that became 
payable to the corporation after the end of its 1971 taxa- 
tion year and before 1972 in respect of a property, owned 
by it at the end of its 1971 taxation year or acquired by it 
thereafter and disposed of by it before 1972, that would 
have been eligible capital property if it had been disposed 
of after 1971, equal to the amount, if any, by which the 
amount that became payable exceeds any amount in- 
cluded in respect of that property in the tax equity of the 
corporation at the end of its 1971 taxation year by virtue 
of subparagraph (h)(ii.1), 


(vii) all amounts each of which is an amount equal to the 
amount, if any, by which 


(A) the aggregate of all amounts that have become 
due to the corporation before the particular time in 
respect of the disposition after 1971 of a property 
owned by the corporation on December 31, 1971 that 
is a property referred to in any of paragraphs 
59(2)(c), (d) or (e), 


exceeds 


(B) the relevant percentage (within the meaning as- 
signed by subsection 59(4)) of the amount receivable 
by the corporation in respect of that disposition, 


(viii) all amounts each of which is an amount receivable 
in respect of a property referred to in any of paragraphs 
59(2)(c), (d) or (e) owned by the corporation at the end of 
its 1971 taxation year or acquired by it thereafter and dis- 
posed of by it before 1972, 


(ix) all amounts each of which is an amount deducted by 
virtue of paragraph 29(1)(b) or 29(2)(b) in computing the 
income of the corporation for a taxation year ending 
before the particular time, 


(x) the amount, if any, by which 


(A) the proceeds of any life insurance policy re- 
ceived by the corporation after the end of its 1971 
taxation year and before 1972 as the result of the 
death of any person whose life was insured under the 
policy, 

exceeds 
(B) the aggregate of 


(I) all amounts included in the tax equity of the 
corporation at the end of its 1971 taxation year 
in respect of the policy, and 


(II) all amounts paid as or on account of premi- 
ums paid under the policy by the corporation af- 
ter the end of its 1971 taxation year and before 
1972, 
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(xi) the amount, if any, by which the, aggregate of 


(A) all amounts each of which is an-amount deemed 
by subsection 84(2), (3) or (4) to be a: dividend paid 
after 1971 and before April 1, 1977 by. the corpora- 
tion on shares, of any class, to. the.extent of the 
amount, if any, by which the paid-up capital in re- 
spect of the shares of that class at the time the divi- 
dend was paid exceeds the paid-up capital limit of 
the corporation at the time the dividend was paid, 
and 


(B) all amounts each of which is an amount in re- 
spect of any purchase by the corporation after 1971 
and before April 1, 1977 of any shares of its capital 
stock in respect of which, tax under section 181 as it 
read on March 31, 1977 was. payable by it, equal to 

_ the amount, if any, by which the amount described in 
paragraph 181(1)(a) in respect of the purchase ex- 
ceeds the amount described in paragraph 181(1)(b) in 
respect thereof, 


exceeds the aggregate of all amounts each of which is an 
amount in respect of the corporation required to be deter- 
mined under subparagraph (d)(iii), (iv) or (iv.1) as those 
subparagraphs read on March 31, 1977 for the purpose of 
computing the paid-up capital deficiency of the corpora- 
. tion as at that date, 


(xi.1) all amounts, each of which is an amount in respect 
of a share of the capital stock of the corporation issued to 
a person after the end of the corporation’s 1971 taxation 
year and before April 1, 1977, equal to 


(A) where that person is another corporation resident 
in Canada that controlled the corporation within the 
meaning of subsection 186(2), the lesser of 


(1) the amount in respect thereof required to be 
determined under clause (c)(i1)(B) as it read on 
March 31, 1977 for the purpose ‘of computing 
the paid-up capital of the corporation as at that 
date, and 


(II) the amount that the paid-up capital defi- 
ciency of the corporation would have been on 
March 31, 1977 if paragraph (d) as it read on 
that. day were read without reference to clause 
(iv.1)(F) and without reference to all subpara- 
graphs thereof except subparagraphs (iv.1) and 
(vii), and 


(B) where that person is other than a person de- 
scribed in clause (A), the amount determined under 
subclause (A)(1), 


(xi.2) all amounts. each of which is an amount in respect 
of a contribution of property to the corporation made af- 
ter the end of the corporation’s 1971 taxation year and 
before April 1, 1977 by a person (other than another cor- 
poration resident in Canada that controlled the corpora- 
tion within the meaning of subsection 186(2)) equal to 
the amount in respect thereof required to, be, determined 
under clause (c)(ii)(C) as it read on March 31, 1977 for 
the purpose of computing the paid-up capital of the cor- 
poration as at that date, 


(xi.3) where the corporation is a new corporation. formed 
as a result of an amalgamation (within the meaning of 
section 87) after 1971 and before April 1, 1977, the ag- 
gregate of amounts ‘each of which is an amount deter- 
mined in respect of a predecessor corporation equal to the 
amount, if any, by which 


(A) the aggregate of the amounts that would be de- 
termined under subparagraphs (xi.1) and (xi.2) in re- 
spect of the predecessor corporation if the reference 
in those subparagraphs to “as at that date” were read 
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as a. reference to: 


“immediately . before the 
amalgamation,” j 


exceeds 


(B) the pu stedacks of the amounts that vould be deter- 
mined under subparagraphs (xvii), (xvii.1) and 
(xvii.2) in respect of the predecessor corporation if 
the reference in those subparagraphs to “as at that 
date” were read-as a reference to “immediately 
before the amalgamation”; and 


(xi.4) the aggregate of amounts each of which is.the por- 
tion of a dividend paid by the corporation before the par- 
ticular time that was, by virtue of paragraph 83(1)(c.1), 
deemed to be a taxable dividend”, 


exceeds the aggregate of 


(xii) the paid-up capital of the ‘eopouiians at the end of 
its 1971 taxation year in, respect of all of the shares of its 
capital stock, 


(xiii) the amount that the Ae costey s Tan aeeibutadg in- 
come on hand (within the meaning assigned by this Act 
as it read in its application to the 1971 taxation year) 
would be at the end of its 1971 taxation year if 


(A) this Act as it so.read were read. without reference 
to subparagraph 82(1)(a)(iii) thereof, 


(B) references in paragraph 82(1)(a) (except clause e 
~ (vii)(A) thereof) to we swiks were read as references to 
“1950”, and 


(C) no amount were allowed as a deduction under 
subparagraph 82(1)(a)(1i) as it read in its application 
to that year that was not deductible in computing the 
corporation’s income for the 1971 or any previous 
taxation year for the purposes of Part I of this Act as 
it read in its application to that year, but would have 
been deductible in computing its income for the 1971 
taxation year if this Act as it read in its application to 
that year had been‘ read without reference to any re- 
striction on the quantum of any “deduction 
thereunder, ae 


(xiv) subject to subsection (5), all amounts each of which 
is an amount in respect of a capital property (other than 
depreciable property) of the corporation owned by it on 


~ December 31, 1971 and disposed of by it after that date 


and before the particular time equal to the amount, if any, 
by which its actual cost to the corporation determined 
without reference to the Income Tax Application Rules, 
197] (other than subsections 26(15), (17) and (21) to (27) 
thereof) exceeds the greater, of the fair market value of 
the property on, the day. fixed by proclamation for the 
purposes of subdivision ¢ and the bcos ation’ $ proceeds 
of disposition thereof, : 


(xv) all amounts each of whichis an amount in respect of 
a capital property (other than depreciable property) 
owned by it at the end of its 1971 taxation-year' or ac- 
quired by it thereafter and disposed of by it before 1972, 


_ equal to the amount, if any, by which its actual cost to the 


corporation determined without reference. to the Income 
Tax Application Rules, 1971 exceeds the ine ae 
proceeds of disposition thereof, 


/ (xvi) the amount, if any, by which the amount that the 


paid-up capital deficiency of the corporation would have 
been on March 31, 1977 if paragraph (d) as itread on that 
day were read without reference to clause (iv.1)(F) and 
without reference to all subparagraphs thereof ‘except 
subparagraphs (iv.1) and (vii) exceeds the amount, if any, 
by which 


(A) the paid-up capital in respect of all of fe issued 
shares of the capital stock on April. 1, 1977; deter- 
mined without. reference to subsection 84.2(1) 
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exceeds the greater, of 


(B) the amount that the paid-up capital limit of the 
corporation would have been on March 31, 1977 if 
paragraph (d) as it read on that day were read with- 
out reference to clause (iv.1)(F) and without refer- 
ence to all subparagraphs thereof except, subpara- 
graphs (iv.1) and (vii), and 


(C) the. paid-up capital limit of the corporation on 
March 31, 1977, 


(xvii) all amounts each of which is an amount in respect 
of the redemption, acquisition or cancellation in any 
manner whatever, after the end of the corporation’s 1971 
taxation year and before April 1, 1977, of a share of the 
capital stock of the corporation equal to the amount re- 
- quired to be determined under clause (c)(11)(D) as it read 
on March 31, 1977, for the purpose of computing the 
paid-up capital of the corporation as at that date, 


(xvil.1) all amounts each of which is an amount in re- 
spect of a reduction, after the end of the corporation’s 
1971 taxation year and before April 1, 1977, of the paid- 
up capital of the corporation (otherwise than by way of 
redemption or cancellation of shares) equal to the amount 
required to be determined under clause (c)(i1)(E) as it 
read on March 31, 1977 for the purpose of computing the 
paid-up capital of the corporation as at that date, 


(xvii.2) the amount, if any, by which the aggregate of all 
amounts each of which is an amount in respect of the cor- 
poration equal to the amount required to be determined 
under clause (c)(ii)(F) as it read on March 31, 1977, for 
the purpose of computing the paid-up capital of the cor- 
poration at that date exceeds the amount, if any, by which 
~ the corporation’s paid-up capital on April 1, 1977, deter- 
mined without reference to subsection 84.2(1), exceeds 
its paid-up capital on March 31, 1977, and 


~ (xviii) all amounts each of which is an amount in respect 
of a dividend that became payable by the corporation 
before the particular time, equal to the portion, if any, 
thereof payable out of its 1971 capital surplus on hand. 
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section 83(1), not included in computing the income of 
the corporation by virtue of this subdivision, minus such 


‘portion, if any, of that amount as was payable out of the 


other corporation’s tax-paid’ undistributed surplus on 
hand, and 


(v) all amounts each of which is an amount in respect of 
an eligible capital amount (within the meaning assigned 
by subsection 14(1)) in respect of a business carried on 
by the corporation that became payable to the corporation 
in a taxation year commencing after the time the corpora- 
tion last became.a private corporation and ending before 
the particular time, equal to the amount, if any, by which 


(A) the amount that the eligible capital amount 
would be but for the provisions of the Income Tax 
Application Rules, 1971, relating to section 14 


exceeds 
(B) the aggregate of., 
(1) the eligible capital amount, and 


(II) where the amount in respect of an eligible 
capital amount is received as consideration for 
the disposition of, or for allowing the expiry of, 
a government right (within the meaning assigned 
by paragraph 21(3)(a).of the Income Tax Appli- 
cation, Rules, 1971), such amount as is included 
in respect thereof in the tax equity of the corpo- 
ration at the end of its 1971 taxation year by vir- 
tue of subparagraph (h)qai.1), 


(vi).all amounts each of which is an,amount that became 


payable to the corporation after the end of its 1971 taxa- 


tion year and before 1972 in respect of.a property, owned 
by it at the end of its 1971 taxation year or acquired by it 
thereafter and disposed of by it before 1972, that would 
have been eligible capital property if it had been disposed 
of after 1971, equal to the amount, if any, by which the 


amount that became payable exceeds any amount in- 


cluded in respect of that property in the, tax equity of the 
corporation at the end of its 1971 taxation yest by virtue 
of subparagraph (h)(ii.1), 


Para. B91 formerly read: 


(1) “1971 capital surplus on hand” — “1971 capital surplus 
on hand” of a corporation at any particular time after May 6, 
1974, means the amount, if any, by which the aggregate of 


(vit) all amounts each of which is an amount equal to the 
amount, if any, by which 


(A) the aggregate of all amounts that have become 


(i) the tax equity of the corporation at the end of its 1971 
taxation year, ’ 


(11) subject to subsection (5), all amounts each of which is 
an amount in respect of a capital property of the corpora- 
tion owned by it on December 31, 1971 and disposed of 
by it after that date and before the particular time equal to 
the amount; if any, by which the lesser of its fair market 
value on the day fixed by proclamation for the purposes 
of subdivision c and the corporation’s proceeds of dispo- 
“sition thereof exceeds its actual cost to the corporation 
determined without reference to the Income Tax Applica- 
tion Rules, 1971, other than subsections 26(15), (17) and 
(21) to (27) thereof, 


(iii) all amounts each of which is an amount in respect of 
a capital property owned by it at the end of its 1971 taxa- 
tion year or acquired by it thereafter and disposed of by 
the corporation before 1972, equal to the amount, if any, 
» by which the corporation’s proceeds of disposition 
thereof exceeds its actual cost to the corporation deter- 
mined without reference to the Income Tax Application 
Rules, 1971, 


(iv) all amounts each of whichis an amount.in respect of 
a dividend received. by the corporation on a share of the 
capital stock of another corporation after 1971 and before 
the particular time, which amount was, by virtue of sub- 
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due to the corporation before the particular time in 

‘respect of the disposition after 1971 of a property 
owned by the corporation on December 31,1971 that 
is a property referred to in any of paragraphs 
59(2)(c), Soa or (e), 


exceeds 


(B) the relevant percentage (within the meaning as- 
signed by subsection 59(4)) of the amount receivable 
by the corporation. in respect of that disposition, 


(viii) all-amounts each of which is an amount receivable 
in respect of a property referred to in any of paragraphs 
59(2)(c), (d):-or (e) owned by the corporation at.the end of 
its 1971, taxation year or acquired by it thereafter and dis- 
posed of by it before 1972, 


(ix) all amounts each of which is an amount deducted by 
virtue of paragraph 29(1)(b) or 29(2)(b) in computing the 
income of the corporation for a taxation year, ending 
before the particular time, 
(x) the amount, if any, by which 
(A) the proceeds of any life insurance policy re- 
_ceived by the corporation after the end of its 1971 
taxation year and before 1972. as the result of the 
death of any person whose life was insured under the 
policy, 
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(B) the aggregate of 


(I) all amounts included in the tax equity of the 
corporation at the end of its 1971 taxation year 
in respect of the policy, and 


(II) all amounts paid as or on account of premi- 
ums paid under the policy by the corporation af- 
ter the end of its 1971] taxation year and before 
1972, and 


(xi) all amounts determined under subparagraphs (d) (vii) 
and (x) in respect of the RRR ROH at the particular 
time, 


exceeds the aggregate of 


(xii) the paid-up capital of the corporation at the end of 
its 1971 taxation year in respect of all of the shares of its 
capital stock, 


(xiii) the amount that the corporation’s undistributed in- 
come on hand (within the meaning assigned by this Act 
as it read in its application to the 1971 taxation year) 
would be at the end of its 1971 taxation year if 


(A) this Act as it so read were read. without reference 
to subparagraph 82(1)(a)(iii) thereof, 


(B) references in paragraph 82(1)(a) (except clause 
(v1i)(A) thereof) to “1917” were read as references to 
“1950”, and 


(C) no amount, were allowed as a deduction under 
subparagraph 82(1)(a)(ii) as it read in its application 
to that year that was not deductible in computing the 
corporation’s income for the 1971 or any previous 
taxation year for the purposes of Part I of this Act as 
it read in its application to that year, but would have 
been deductible in computing its income for the 1971 
taxation year if this Act as it read in its application to 
that year had been read without reference to any re- 
striction on the quantum of any ceHue sion 
thereunder, 


(xiv) subject to subsection (5), all amounts each of which 
is an amount in respect of a capital property (other than 
depreciable property) of the corporation owned by it on 
December 31, 1971 and disposed of by it after that date 
and before the particular time equal to the amount, if any, 
by which its actual cost to the corporation determined 
without reference to the Income Tax Application Rules, 
1971 (other than subsections 26(15), (17) and (21) to (27) 
thereof) exceeds the greater of the fair market value of 
the property on the day fixed by proclamation for the 
purposes of subdivision c and the corporation’s proceeds 
of disposition thereof, 


(xv) all amounts each of which is an amount in respect of 
a capital property (other than depreciable property) 
owned by it at the end of its 1971 taxation year or ac- 
quired by it thereafter and disposed of by it before 1972, 
equal to the amount, if any, by which its actual cost to the 
corporation determined without reference to the Income 
Tax Application Rules, 197] exceeds the corporation’s 
proceeds of disposition thereof, 


(xvi) all amounts determined under subparagraphs (d)(iii) 
and (iv.1) in respect of the corporation at the particular 
time, 


(xvii) where the particular time is after November 18, 
1974, all amounts determined under subparagraph (d)(iv) 
in respect of the corporation at the particular time, and 


(xviii) all amounts each of which is an amount in respect 
of a dividend that became payable by the corporation 
before: the particular time, equal to the portion, if any, 
thereof payable out of its 1971 capital surplus on hand. 
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All that portion of para. 89(1)(1) preceding subpara.-(iii) and follow- 
ing subpara, (iv) substituted by 1974-75-76, c..26,; subsecs. 53(6), 
(7), applicable in computing 1971 capital surplus, on hand after May 
6,:1974. Those portions formerly. read: 


(1) “1971 capital surplus on hand” of a corporation at any par- 
ticular time means the amount, if any, by which ‘the aggregate 
of 


(i) the tax equity of the corporation at the end of its 1971 
taxation year, 


(ii) all amounts each of which is an amount in respect of 
a capital property of the corporation owned by it on De- 
cember 31, 1971 and disposed of by it after that date and 
before the particular time, other than shares of the capital 
stock of a subsidiary corporation referred to in subsection 
88(1) that were disposed of on the winding-up of the sub- 
sidiary where that winding-up commenced after May 29, 
1973 equal to the amount, if any, by which the lesser of 
its fair market value on the day fixed by proclamation for 
the purposes of subdivision c and the corporation’s pro- 
ceeds of disposition thereof exceeds its actual cost to the 
corporation determined without reference to the Income 
Tax Application Rules, 1971, other than subsections 
26(15), (17) and (21) thereof, 


(iv.1) all amounts each of which is an amount in respect 
of an eligible capital amount (within the meaning as- 
signed by subsection 14(1)) in respect of a business car- 
ried on by the corporation that became payable to the 
corporation in a taxation year commencing after the time. 
the corporation last became a private corporation and 
ending before the particular time, equal to the amount, if 
any, by which. 


(A) the amount that the eligible capital amount 
would be but for the provisions.of; the Income Tax 
Application Rules, 1971 relating to section, 14 


exceeds 
(B) the eligible capital amount, 
exCGnde the aggregate of | 


(v) the paid-up capital of the corporation at the end of its 
1971 taxation year in respect of all of the shares of its 
capital stock, 


(vi) the amount that the corporation’s undistributed in- . 
come on hand (within the meaning assigned by. this Act 
as it read in its application to the 1971 taxation year) 
would be at the end of its 1971 taxation year if 


(A) this Act as it so read were read without reference 
to subparagraph 82(1)(a)(ii1i) thereof; and 


(B) references in paragraph 82(1)(a) (except clause 
(vii)(A)) thereof to “1917” were read a as teferences to 
Shy a 


(vii) all amounts each of which is an amount in respect of 
a capital property (other than depreciable property) of the 
corporation owned by it on December 31, 1971. and dis- 
posed of by it after that date and before the particular 
time other than shares of the capital stock of a subsidiary 
corporation referred to.in subsection 88(1) that were dis- 
posed of on the winding-up of the subsidiary where that 
winding-up commenced after May 29, 1973 equal to the 
amount, if any, by which its actual cost to the corporation 
determined without reference to the Income Tax Applica- 
tion Rules, 1971 (other than subsections 26(15), (17) and 
(21) thereof) exceeds the greater of the fair market value 
of the property on the day fixed by proclamation for the 
purposes of subdivision ¢ andthe OIE S proceeds 
of disposition thereof, 
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(viii) all amounts each of which is an amount in respect 
of a capital property (other than depreciable property) 
owned by it at the end of its 1971 taxation year or ac- 
quired by it thereafter and disposed of by it before 1972, 
equal to. the amount, if any, by which its actual cost to the 
corporation determined without reference to the Income 
Tax Application Rules, 197] exceeds the corporation’s 
proceeds of disposition thereof, and 


(ix) all amounts each of which is an amount in respect of 
a dividend that became payable by the corporation before 
the particular time, equal to the portion, if any, thereof 
payable out of its 1971 capital surplus on hand. 


Subparas. 89(1)(1)Gi), (vii) substituted by 1973-74, c. 30, subsecs. 
9(1), (2), applicable with respect to dispositions of capital property 
after January 31, 1973. Subparas. 89(1)(1)(ii), (vii) formerly read: 


(ii) all amounts each of which’is an amount in respect of a 
capital property of the corporation owned by it'on December 
31, 1971 and disposed of by it after that date and before the 
particular time, equal to the amount, if any, by which the 
lesser of its fair market value on the day fixed. by proclama- 
tion for the purposes of subdivision. c and the corporation’s 
proceeds of disposition thereof exceeds its actual cost to the 
corporation determined without reference to the Income Tax 
Application Rules, 1971, other than subsections 26(15) and 
(17) thereof, 


(vii) all amounts each of which is an amount in respect of a 
capital property (other than depreciable property) of the cor- 
poration owned by it on December 31, 1971 and disposed of 
by it after that date and before the particular time, equal to the 
amount, if any, by which its actual cost to the corporation de- 
termined without reference to the Income Tax Application 
Rules, 1971 (other than subsections 26(15) and (17) thereof) 
exceeds the greater of the fair market value of the property on 
the day fixed by proclamation for the purposes of subdivision 
c and the corporation’s proceeds of disposition thereof, 


Subparas. 89(1)(1)(ii), (vii) substituted by 1973- 74, c. 14, subsecs. 
28(4), (5), applicable to 1972 et seq. 


(1.01) Application of subsec. 138(12) — The 
definitions in subsection 138(12) apply to this 
section. 


Origin of subsec. 89(1.01): R.S.C. 1985, ¢.'1 (Sth Supp.) (for- 
merly contained in the opening words to subsec. '138(12)). 


(1.1) Capital dividend account where control 
acquired — Where at any particular time after 
March 31, 1977 a corporation that was, at a previous 
time, a private corporation controlled directly or in- 
directly in any manner whatever by one or more 
non-resident persons becomes a Canadian-controlled 
private corporation (otherwise than by reason of a 
change in the residence of one or more of its share- 
holders), in computing the corporation’s capital divi- 
dend account at and after the particular time there 
shall be deducted the amount of the corporation’s 


capital dividend account UTS ALE before the par- — 


ticular time. 


Related Provisions: 256(5.1)— Controlled directly or indi- 
rectly — control in fact; 256(7) — Where; control deemed not 
acquired, 


Pre-RSC History: Subsec. 89(1.1) amended by 1988, c. 55, sub- 
sec. 62(5), to substitute “by reason of” for “by virtue of” and “at and 
after the particular time” for “at any time after the particular time”, 
applicable after 4 p.m. EDST, September 25, 1987. 


S. 89(2) 


Subsec. 89(1.1) amended by 1986, c. 6, subsec. 48(5), applicable 
after May 23, 1985.-Subsec. (1.1). formerly. read: 


(1.1) Computation of capital dividend account where 
control acquired — Where at any particular time after 
-March 31, 1977 a corporation.that was, at.a previous time, a 
private corporation controlled directly or indirectly in any 
manner whatever by one or more. non-resident persons be- 
comes a Canadian-controlled private corporation (otherwise 
than by virtue of a change in the residence of one or more of 
_ its shareholders), for the purposes of computing the corpora- 
" tion’s capital dividend account or life insurance capital divi- 
dend account at any time after the particular time there shall 
be deducted the amount of the corporation’s capital dividend 
account or life insurance capital dividend account, as the case 
may be, immediately before the particular time. 


Subsec. 89(1.1) substituted by 1980-81-82-83, c. 140, subsec. 54(5), 
applicable after June 28, 1982. Subsec. 89(1.1) formerly read: 


(1.1) Where at any particular time after March 31, 1977 a cor- 
poration that was, at a previous time, a private corporation 

' controlled directly or indirectly in any manner whatever by 
one or More non-resident persons becomes a Canadian-con- 
trolled private corporation (otherwise than by ‘virtue of a 
change in the residence of one or: more of its: shareholders), 
for the purposes of computing the corporation’s capital divi- 
dend account at any time after the particular time there shall 
be deducted the amount of the corporation’s capital dividend 
account immediately before the particular time. 


Subsec. 89(1.1) added by 1977-78, c. 1,. subsec, 44(6), applicable 
with respect to taxation years ending after March 31, 1977. 


Interpretation Bulletins: IT-66R6: Capital dividends, 


(1.2) Capital dividend account of tax-exempt 
corporation — Where at any particular. time after 
November 26, 1987 a corporation ceases to be’ ex- 
empt from tax under this Part on its taxable income, 
in computing the corporation’s capital dividend ac- 
count at and after the particular time there shall be 
deducted the-amount of the corporation’s capital div- 
idend. account.(computed without reference to this 
subsection) immediately after the particular time. 


Pre-RSC History: Subsec. 89(1:2) added by 1988,.c. 55, subsec. 
62(6), applicable after November 26, 1987. 


Interpretation Bulletins: IT-66R6: Capital dividends. 


(2) Where corporation is beneficiary — For the 
purposes of this section, 


_(a) where a corporation was a beneficiary under a 
life insurance policy on June 28, 1982, it shall be 
deemed not to have been a beneficiary under such 

- a policy on or before June 28, 1982 where at any 
time after December 1, 1982 a presctibed pre- 
mium has been paid under the policy or there has 
been a prescribed increase in any benefit on death 
under the policy; and 


(b) where a corporation becomes a tay 
under a life insurance policy by virtue of an 
amalgamation or a winding-up to which subsec- 
tion 87(1) or 88(1) applies, it shall be deemed to 
have been a beneficiary under the policy through- 
out the period during which its predecessor or 
subsidiary, as the case may be, was a aiDRUEHCIALY 
under the policy. 


Pre-RSC History: Subsec. 89(2) added. by 1980-81-82-83, c. 140, 
subsec. 54(5), applicable after June 28, 1982. 
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Regulations: 309 (prescribed increase, prescribed premium). 


Pre-RSC History [former subsec. 89(2)]: Subsec. 89(2) re- 
pealed by 1977-78,.c. 1, subsec. 44(7), applicable after December 
31, 1978. Subsec. 89(2) formerly: read: . 


(2) 1971 capital surplus on hand of life insurance corpo- 
ration — Notwithstanding paragraph (1)(1), a life insurance 
corporation’ s 1971 capital surplus on hand at any particular 
time is the amount, if any, by which the aggregate of — 


(a).all amounts each of which is an amount in respect of 
any property disposed of by the corporation after 1968 
and before 1972 that would, if the property had been dis- 
posed of after 1972, have been a capital property of the 
corporation, equal to the amount, if any, by which the 
proceeds of disposition of the property exceeds the cost 
to the corporation thereof, and 


(b) the amount determined under subparagraph (1)(1)(i1) 
in respect of the corporation at the particular time 


exceeds the aggregate of 


(c) all amounts each of which is an amount in respect of 
any property described in paragraph (a), equal to the 
amount, if any, by which the cost to the corporation of 

.., the property exceeds the proceeds of disposition thereof, 
(d) the amount determined under subparagraph (1)(i)(vii) 
in'respect of the corporation at the particular time, and 
(e) all amounts each of which is an amount in respect of a 
dividend that became payable by the corporation before 
the particular time, equal to the portion, if any, thereof 
payable out of its 1971 capital surplus on hand. 


(3) Simultaneous dividends — Where a divi- 
dend» becomes payable at the same time on more 
than one class of shares of the capital stock of.a cor- 
poration, for the purposes of sections 83, 84 and 88, 
the dividend on any such class of shares shall be 
deemed to become payable at a different time than 
the dividend on the other class or classes of shares 
and to become payable in the order designated 


(a) by the corporation on or before the day on or 
before which its return of income for its taxation 
year in which such dividends become payable 1 is 
required to be filed; or 


(b) in any other case, by the Minister. 


Pre-RSC. History: Subsec. 89(3) substituted by 1980-8 1-82-83, c. 
48, s. 50, applicable to 1980 et seg. Subsec. 89(3) formerly read: 


(3) Where a dividend becomes payable at the same time on 
more than one class of shares of the capital stock of a corpo- 
ration, for the purposes of sections 83, 84, and 88, the divi- 
dend on any such class of shares shall be deemed to become 
payable at a different time than the dividend on the other 
class or classes of shares and such dividends shall be deemed 
to become payable in the order designated in prescribed man- 
ner by the corporation or, in the event that the corporation 
does not designate any such order, in the order designated by 
the Minister. 


Subsec. 89(3) added by 1973-74, c. 14, subsec. 28(6), applicable to 
1972 et ‘seq. 


(4)-(6) [Repealed under former Act] © 


Pre-RSC History: Subsecs. 89(4), (5), (6) repealed by 1977-78, c. 
1, subsec. 44(8), applicable, as to subsec. 89(6), after March 31, 
1977, and as to subsecs. 89(4), (5), after December 31, 1978 except 
that, in applying those subsections after March 31, 1977 and before 
1979, those subsections read as follows: 


(4) Deemed capital cost of certain depreciable prop- 
erty — For the purposes of subparagraphs (1)(1)(ii) and (iit), 
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the actual cost of the depreciable property that was acquired 
by a corporation before the commencement of its 1949 taxa- 
tion year that is capital property referred to in those subpara- 
graphs shall be deemed to be the capital cost of such property 
to the corporation (within. the meaning assigned’ by section 
144 of this Act as it read in its application to the 1971 taxa- 
tion year). 


(5) Rules concerning 1971 capital surplus on hand — 
For the purposes of determining the 1971 capital surplus on 
hand of any corporation: at any particular time after May 6, 
1974, the following rules apply: 


(a) the amount referred to in subparagraphs (1)(1)(ii1) and 
(xiv) in respect of a capital property of the corporation 
shall be deemed to be nil, where the property disposed of 
Asror (ily) 
(i) a share of the capital stock of a subsidiary corpo- 
ration referred to in subsection. 88(1) that was dis- 
posed. of on the winding-up of the subsidiary where 
that winding-up commenced after May 29, 1973, 


(ii) a share of the capital stock of another Canadian 
corporation that was’ controlled, within the meaning 
assigned by subsection 186(2), by the corporation 
immediately before the disposition and that was dis- 
posed of by the corporation after'1971 to a person 
with whom the corporation was not dealing at arm’s 
length immediately after the disposition, other than 
by a disposition referred to in paragraph (b), or 


(ii1) subject to subsection 26(21) of the Income Tax 
Application Rules, 1971, a share of the capital stock 
of a particular corporation that. was disposed of by 
the corporation after May 6, 1974, on an amalgama- 
tion, within the meaning assigned by subsection 
87(1), where the corporation controlled, within, the 

. Meaning assigned by subsection 186(2), both the par- 
ticular corporation immediately before the amalga- 
mation and the new corporation immediately after 
the amalgamation; and 


(b) where another corporation that is a Canadian corpora- 
tion owned a capital property on December 31, 1971 and 
subsequently disposed of it to the corporation in a trans- 
action to which section 85 applied, the other corporation 
shall be deemed not to have disposed of that property in 
the transaction and the corporation shall be deemed to 
have owned that property on December. 31; 1971 and to 
have acquired it at an actual cost equal to the actual cost 
of that property to the other corporation. 


Subsecs. 89(4), (5), (6) formerly read: 


(4) Deemed capital cost of certain depreciable prop: 

“erty — For the purposes of subparagraphs (1)(d)(vi) and 
(1)()Gi) and (iii), the actual cost of depreciable property that 
was acquired by a corporation before the Commencement of) 
its 1949 taxation year that is. capital property referred to; in 
those subparagraphs shall be deemed to be the capital cost of, 
such property. to the corporation (within the meaning assigned 
by section 144 of this Act as it read in its application to the 
1971 taxation year). 


(5) Rules concerning 1971 capital surplus on hapa Bit 
paid-up capital deficiency — For the purposes of determin- 
ing the 1971 capital surplus on hand or paid-up capital defi- 
ciency of a corporation at any particular time after May 6, 
1974, the following rules apply: 


(a) the amount referred to in subparagraphs (1)(1)(ii) and 
(xiv) in respect of a capital property of the corporation 
shall be deemed to be nil, where the property. disposed of 
is 
(i) a‘share of the capital stock of a subsidiary corpo- 
ration referred to in subsection 88(1): that was. dis- 
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posed of on the. winding-up of the subsidiary where 
that winding-up commenced after May 29, 1973, 


(ii) a share of the capital stock of another Canadian 
corporation that was controlled, within the meaning 
assigned. by subsection 186(2), by the corporation 
immediately before the disposition and that was dis- ~ 
posed of by the corporation after 1971 to a person 
with whom the corporation was not dealing at arm’s 
length immediately after the disposition, other than 
by a disposition referred to in paragraph (b), or 


(iii) subject to subsection 26(21) of the Income Tax 
Application Rules, 1971, a share of the capital stock 
of a particular corporation that was disposed of by 
the corporation after May 6, 1974, on an amalgama- 
tion, within the meaning assigned by subsection 
87(1),. where. the ,corporation .controlled,..within the 
meaning assigned by subsection 186(2), both the par- 
ticular corporation immediately before the amalga- 
mation and the new corporation immediately after 
_the amalgamation; and 


(b) where another corporation that is a Canadian aut 
tion owned a capital property on December 31, 1971 and 
subsequently disposed of it to the corporation in a trans- 
action to which section 85 applied, the other corporation 
shall be deemed not to have disposed of that property in 
the transaction and the corporation shall be deemed to 
have owned that property on December 31, 1971. and.to 
have acquired it at an actual cost equal to the actual cost 
of that property to the other corporation. 


(6).Reduction in paid-up capital deficiency — Where sub- 
paragraph (1)(d)(iv.1) has applied to the issue, prior to No- 
vember 19, 1974, of any share of the capital stock of a corpo- 
ration, for the purpose of clause (1)(d)(iv.1)(C), the increase 
in the paid-up capital of the corporation by virtue of the issue 
of that share shall, subject to section 84.2, be deemed to be 
equal to the amount that would be determined under clause 
(1)(c)Gi)(B) in respect of the issue of that share if paragraph 
(1)(c) were applicable at that time. 


Subsecs. 89(4)-(6) added by 1974-75-76, c. 26, subsec, 53(8), sub- 
sec. 89(4) applicable to 1972 et seq., subsecs. 89(5), (6) applicable 
in computing the paid-up capital deficiency or 1971 capital surplus 
on hand after May 6, 1974. 


Definitions [s. 89]: “adjustment time” — 14(5), 248(1); “allowa- 
ble capital loss” — 38(b), 248(1); “amount” — 248(1); ‘“‘arm’s 
length” — 251(1); “business” — 248(1); “Canada” — 255; “Cana- 
dian-controlled. private corporation” — 125(7), 248(1); “Canadian 
corporation” — 89(1),/248(1); “capital dividend” — 83(2), 248(1); 
“capital gain” — 39(1)(a), 248(1); “capital loss” — 39(1)(b), 
248(1); “capital property” — 54, 248(1); “class of shares” — 
248(6); “controlled directly or indirectly” — 256(5.1); “corpora- 
; “credit union” — 137(6), 
248(1); “cumulative eligible capital” — 14(5), 248(1); “depreciable 
property” — 13(21), 248(1); “designated property” — 89(1); “divi- 
dend” — 248(1); “eligible capital amount” — 14(1), 248(1); “eligi- 
ble capital expenditure” — 14(5), 248(1); “foreign. affiliate” — 
95(1), 248(1); “incorporated in Canada” — 248(1)“corporation in- 
corporated in Canada”; “inventory” — 248(1); “investment corpora- 
tion” — 130(3), 248(1); “life insurance corporation” — 248(1); 
“life insurance policy” — 138(12), 248(1); “Minister” — 248(1); 
“mortgage investment corporation” — 130.1(6), 248(1); “mutual 
fund corporation” —.131(8), 248(1); “non-resident” — 248(1); 

“paid- up capital” — 89(1), 248(1); “person”, “prescribed” — 


248(1); “private corporation” — 89(1), 248(1); “property” — 
248(1); “province” — Interpretation Act 35(1); “public corpora- 

89(1), 248(1); “resident. in Canada” — 250; “share”, 
“shareholder” — 248(1); “substituted property” — 248(5); “taxable 


248(1); 
“taxpayer” 


“taxable income” — 2(2), 248(1); 
— 248(1); “writing” — Inter- 


capital gain” — 38(a), 
“taxation year’. — 249; 
pretation Act 35(1). 


8.89.1 
Regulations [s. 89]: 3200 (prescribed stock exchange). 


89.1 [Repealed under former Act] 


Pre-RSC History: S. 89.1 repealed by 1977-78, c. 1, s. 45, appli- 
cable after March 31, 1977. S. 89.1 formerly read: 


89.1 (1) Paid-up capital: special rules on conversion of 
property — For the purposes of subclause 89(1)(c)(ii)(B)()), 
where a corporation has issued any shares of a particular class 
of its capital stock in exchange for another share, bond, de- 
benture, mortgage, note or other similar obligation of the cor- 

- poration (in this subsection referred to as a “convertible prop- 
erty”), the fair market value of the convertible property at the 
time the shares of the particular class were issued shall be 
deemed to be an amount equal to 


(a) where the convertible property was a share, the 
amount of the paid-up capital in respect of that share im- 
mediately before the exchange; or 


(b) where the convertible property was a debt owing by 
the corporation, the amount of that debt immediately 
before the exchange. 


(2) Paid- -up capital in respect of fa tbietithe —— Where 
there has been an amalgamation (within the meaning assigned 
by section 87) of two or more corporations (each of which 
corporations is in this subsection referred to as a “predecessor 
corporation”) to form one corporate entity (in. this subsection 
referred to as the “new corporation”), 


(a) for the purposes. of subclause 89(1)(c)(ii)(B)(), the 
new corporation shall be deemed to have received no 
consideration for any shares of its capital stock that were 
issued on the amalgamation; 


(b) the paid-up capital in respect of any particular class of 
the capital stock of the new corporation shall, at any par- 
ticular time after the amalgamation and after May 6, 
1974, be increased by the amount, if any, by which 


(i) the aggregate of all amounts each of which is the 
paid-up capital, immediately before the amalgama- 
tion, in respect of a share of the capital stock of a 
predecessor corporation (other than a share owned by 
another predecessor corporation) 


exceeds 


(ii) the aggregate of all amounts each of which is the 
paid-up capital (referred to in clause 89(1)(c)(ii)(A)), 
immediately after the amalgamation, in respect of a 
class of shares of the capital stock of the new 
corporation, 


to the extent that that amount has not been included in the 
paid-up capital of any other class of shares of the capital 
stock of the new corporation; and 


(c) where the amalgamation occurred prior to May 7, 
1974, the paid-up capital, immediately before the amal- 
gamation, of a share of the capital stock of a predecessor 
corporation shall, for the purposes of subparagraph (b)(i), 
be determined as though subparagraphs 89(1)(c)(i) and 
(ii) applied immediately before the amalgamation. 


(3) Paid-up capital: where dividend paid — Where a cor- 
poration has made an election under subsection 83(1) in re- 
spect of a dividend on a particular class of shares of the capi- 
tal stock of the corporation that has, before November ‘19, 
1974, become payable, or was paid if that event was earlier 
than the time it became payable, and 


(a) the portion of the dividend that was payable out of the 
corporation’s 1971 capital surplus on hand if the paid-up 
capital of the corporation in respect of any class of shares 
of its capital stock at the end of its 1971 taxation year 
was the amount determined under clause 89(1)(c)Gi)(A) 
in respect of that class at that time 
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exceeds © 


(b) the portion of the dividend that would have been pay- 
able out of the corporation’s 1971 capital surplus on hand 
if the paid-up capital of the corporation in respect of any 
class of shares of its capital stock at the end of-its 1971 
taxation year was the amount determined under subpara- 
graph 89(1)(c)(ii) without reference to this subsection in 
respect of that class at that time 


notwithstanding. any..other provision of this Act, the paid-up 
capital in respect of the particular class of shares at the end. of 
the corporation’s 1971 taxation year and at any time after No- 
vember 18, 1974 shall be reduced by the amount, if any, by 
which the amount referred to in paragraph (a) exceeds the 
amount referred to in paragraph. (b). 


S. 89.1 added by 1974-75-76, c. 26, s. 54, applicable for the purpose 
of computing the paid-up capital of a corporation at the end of its 
1971 taxation year and at any time after May 6,.1974. 


Subdivision i — Shareholders of 
Corporations Not Resident in 
Canada 


90. Dividends received from non-resident 
corporation — In computing the income for a tax- 
ation year of a taxpayer resident in Canada, there 
shall be included any amounts received by the tax- 
payer in the year as, on account or in lieu of payment 
of, or in satisfaction of, dividends on a share owned 
by the taxpayer of the capital stock of a corporation 
not resident in Canada. 

Related Provisions: 82(1) — Dividends received from corpora- 
tion resident in Canada; 113(1) — Deduction for dividend received 
from foreign affiliate. 

Pre-RSC History: Subsecs. 90(2), (3) repealed by 1974-75-76, c. 
26, s. 55, applicable to 1972 et seq. 

Definitions [s. 90]: “amount” — 248(1); “Canada” — 255; “cor- 
poration” — 248(1), Interpretation Act 35(1); “dividend” — 248(1); 
“resident in Canada” — 250; “share” — 248(1); “taxation year” — 
249; “taxpayer” — 248(1). 


Interpretation Bulletins: IT-451R: Deemed disposition and ac- 
quisition on ceasing to be or becoming resident in Canada. 


91. (1) Amounts to be included in respect of 
share of foreign affiliate — In computing the in- 
come for a taxation year of a taxpayer resident in 
Canada, there shall be included, in respect of each 
share owned by the taxpayer of the capital stock of a 
controlled foreign affiliate of the taxpayer, as income 
from the share, the percentage of the foreign accrual 
property income of any controlled foreign affiliate of 
the taxpayer, for each taxation year of the affiliate 
ending in the taxation year of the taxpayer, equal to 
that share’s participating percentage in respect of the 
affiliate, determined at the end of each such taxation 
year of the affiliate. 


Related Provisions: See Related provisions and Definitions at 
end of s. 91. 


1.T. Application Rules: 35(1) (ITAR 26 does not apply to gains 
and losses of foreign affiliates for FAPI purposes). 


Information Circulars: 77-9R: Books, records and other require- 
ments for taxpayers having foreign affiliates. 
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(2) Reserve where foreign exchange restric- 
tion — Where an amount in respect of a share has 
been included in computing the income of a taxpayer 
for a taxation year by virtue of subsection (1) or (3) 
and the Minister is satisfied that, by reason of the 
operation of monetary or exchange restrictions of a 
country other than Canada, the inclusion of the 
whole amount with no deduction for a reserve in re- 
spect thereof would impose undue hardship on the 
taxpayer, there may be deducted in computing the 
taxpayer’s income for the year such amount as a re- 
serve in respect of the amount so included as the 
Minister deems reasonable in the circumstances. 


(3) Reserve for preceding year to be in- 
cluded — In computing the income of a taxpayer 
fora taxation year, there shall be included each 
amount in respect of a share that was deducted by 
virtue of subsection (2) in computing the taxpayer’s 
income for the immediately preceding year. 


(4) Amounts deductible in respect of foreign 
taxes — Where, by virtue of subsection (1), an 
amount in respect of a share has been included in 
computing the income of a taxpayer for a taxation 
year or for any of the 5 immediately preceding taxa- 
tion years (in this subsection referred to as the “in- ° 
come amount”), there may be deducted in computing 
the taxpayer’s income for the year the lesser of 


(a) the product obtained when 


(i) the portion of the foreign accrual tax appli- 
cable to the income amount that was not de- 
ductible under this subsection in any previous 
year 


is multiplied by 
(ii) the relevant tax factor, and 


(b) the amount, if any, by which the income 
amount exceeds the total of the amounts in re- 
spect of that share deductible under this subsec- 
tion in any of the 5 immediately preceding taxa- 
tion years in respect of the income amount. 


(5) Amounts deductible in respect of 
dividends received — Where in a taxation year a 
taxpayer resident in Canada has received a dividend 
ona share of the capital stock of a corporation that 
was at any time a controlled foreign affiliate of the 
taxpayer, there may be deducted, in respect of such 
portion of the dividend as is prescribed to have been 
paid’ out of the taxable surplus of the affiliate, in 
computing the taxpayer’s income for the year, the 
lesser of 


(a) the amount by which that portion of the divi- 
dend exceeds the amount, if any, deductible in re- 
spect thereof under paragraph 113(1)(b), and 


(b) the amount, if any, by which 


(i) the total of all amounts required by para- 
graph 92(1)(a) to be added in computing the 
adjusted cost base to the taxpayer of the share 
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before the dividend was so received’ by the 
taxpayer 


exceeds 


(ii) the total of all amounts required by para- 
graph 92(1)(b) to be deducted in computing 
the adjusted cost base to the taxpayer of the 
share before the dividend was so received by 
the taxpayer. 
Related Provisions: 20(13) — Dividend on’ share from foreign 
affiliate of taxpayer; 91(6) — amounts deductible re. dividends re- 


ceived. See additional Related provisions and Definitions at end of 
Se Ol, i} 


Regulations: 5900(1)(b), 5900(3) (portion of dividend prescribed 
to be paid out of taxable surplus). 


Information Circulars: 77-9R: Books, records and other require- 
ments. for taxpayers having foreign. affiliates. 


(6) idem — Where a share of the capital stock of a 
foreign affiliate of a taxpayer that is a taxable Cana- 
dian corporation is acquired by the taxpayer from an- 
other corporation resident in Canada with which the 
taxpayer is not dealing at arm’s length, for the pur- 
pose of subsection (5), any amount required by sec- 
tion 92 to. be added or deducted, as the case may be, 
in computing the adjusted cost base to the other cor- 
poration of the share shall be deemed to have been 
so required to be added or deducted, as the case may 
be, in computing the adjusted cost base to the tax- 
payer of the share. 


History: Subsec. 91(6) added by 1994, c. 7, Sch. IF (1994; c. 49), s. 
68, applicable to 1990 ef seq. 


Related Provisions [s. 91]: 20(13) — Dividend on share from 
foreign affiliate of taxpayer; 80.1(4)(c) — Assets acquired from for- 
eign affiliate as dividend in kind or benefit to shareholder ; 
87(2)(u) — Amalgamations; 92(1) — Adjusted cost base of share in 
foreign affiliate; 94(1)(d) — Application of certain provisions to 
trusts not resident.in Canada; 113(1) — Deduction for dividend re- 
ceived. from; foreign affiliate; 233.2—233.5 — Disclosure of foreign 
property. 

Pre-RSC History [s. o1]: S. 91 substituted by 1974-75- 16, c. 26, 
s. 56, applicable to 1972 et seq. 


Definitions [s. 91]: “amount” — 248(1); “arm’s. length’ — 


251(1);“*Canada” — 255; “controlled foreign affiliate” — 94(1)(d), 
95(1), 248(1); “dividend” — 248(1); “foreign accrual property in- 
come”, “foreign accrual tax” —95(1); “foreign affiliate” — 


94(1)(d), 95(1), 248(1); “Minister” — 248(1); “participating per- 
centage” — 95(1); “relevant tax factor’ — 95(1); “resident in Can- 
ada” — 250; “share” — 248(1); “taxable Canadian corporation” — 
89(1), 248(1); “taxable surplus” — 113(1)(b)G), Reg. 5907(1); “tax- 
ation year” — 95(1) (for foreign affiliate only), 249; “taxpayer” — 
248(1). 

Interpretation Bulletins [s. 91]: IT-392: Meaning of the term 
“share”; IT-451R: Deemed disposition and acquisition on ceasing to 
be or becoming resident in Canada. 


92. (1) Adjusted cost base of share of foreign 
affiliate — In computing, at any time in a taxation 
year, the adjusted cost base to a taxpayer resident in 
Canada of any share owned by the taxpayer of the 
capital stock of a foreign affiliate of the taxpayer, 


(a) there shall be added any amount required to 
be included in respect of that share by reason of 


S. 92(2) 


subsection 91(1) or (3) in computing the tax- 
payer’s income for the year or any preceding tax- 

_. ation year (or that would have been so required to 
be included but for subsection 56(4.1) and sec- 
tions 74.1 to. 75 of.this Act.and section 74, of the 
Income Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952); and 


(b) there shall be deducted.in respect of that share 


(i) any amount deducted by the taxpayer by 
‘reason of subsection 91(2) or (4), and 


(ii) any dividend received by the taxpayer 
before that time to the extent ofthe amount 
deducted by the taxpayer in respect thereof by 
reason of subsection 91(5) 


in computing the taxpayer’s income for the year 
or any preceding taxation year. (or. that would 
have been deductible by the taxpayer but for sub- 
section 56(4. 1) and sections 74.1 to 75, of this Act 
and section 74 of the. Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952). 
Related Provisions: 53(1)(d) — Adjusted cost base, — additions; 
53(2)(b) — Adjusted cost base — deductions; 87(2)(u) — Shares of 
foreign affiliate; 91(6)— Amounts deductible re dividends 
received. Ich fost: 
Pre-RSC History: Paras. 92(1)(a), (b) amended by 1988, c. 55, s. 
63, to substitute “by reason of” for'“by virtue of” in 3 places, and 
“but for subsection 56(4.1) and sections 74 to 75” for “but for sec- 
tions’ 74 to 75” in 2 places, applicable to 1989 et seq. 


Subsec. 92(1) amended.by 1986, c. 6, s. 49, applicable after May 
21, 1985, to substitute “sections 74 to 75” for “sections 74 and 75” 
in para. (a) and that portion following para. (b). 


Subsec..92(1) substituted by 1974-75-76, c. 26; subsec. 57(1),,appli= 
cable to 1972 et seq. 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


(2) Deduction in computing adjusted cost 
base — In computing, at. any time in a taxation 
year, ~ 


(a) the adjusted cost He to a corporation resi- 
dent in Canada (in this subsection-referred to as 
an “owner’).of any share of the capital stock of a 
foreign affiliate of the corporation, or 


(b) the adjusted cost base to .a foreign affiliate (in 
_ this subsection referred: to as an “owner’’) of a 
- person-resident' in Canada of any. share. of the 
capital stock of another foreign affiliate of that 
person, : , 


there shall be deducted, in respect of any dividend 
received on the share before that time by the owner 
of the share, an amount equal to the amount, if any, 
by which 


~ (c) such portion of the amount of the dividend so 
received as was deductible by virtue of paragraph 
113(1)(d) from the income of the owner for the 
year in computing the owner’s taxable income for 
the year or as would have been so deductible if 
the owner had been a corporation resident in 
Canada, : 
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exceeds 


(d) such portion of any income or profits tax paid 
by the owner to the government of a country 
other than Canada as may reasonably be regarded 
as having been paid in respect of the portion de- 
scribed in paragraph (c). 
Related Provisions: 53(2)(b) — Adjusted cost base — deduc- 
tions; 91(6) — Amounts deductible re dividends received. 


Pre-RSC History: All that portion of subsec. 92(2) following 
para. (b) and preceding para. (d) substituted by 1974-75-76, c. 26, 
subsec. 57(2), applicable to 1972 et seq. 


(3) Idem — Jn computing, at any time in a taxation 
year, the adjusted cost base to a corporation resident 
in Canada of any share of the capital stock of a for- 
eign affiliate of the corporation, there shall be de- 
ducted an amount in respect of any dividend re- 
ceived on the share by the corporation before that 
time equal to such portion of the amount so received 
as was deducted under subsection 113(2) from the 
income of the corporation for the year or any preced- 
ing year in computing its taxable income. 


Related Provisions: 53(2)(b) — Adjusted 
deductions. 


Pre-RSC History: Subsec. 92(3) substituted by 1974-75-76, c. 26, 
subsec. 57(3), applicable to 1972 et seq. 

Definitions [s. 92]: “adjusted cost base” — 54, 248(1); 
“amount” — 248(1); “Canada” — 255; “corporation” — 248(1), Jn- 
terpretation Act 35(1); “dividend” — 248(1); “foreign affiliate’ — 


cost - base — 


95(1), 248(1); “person” — 248(1); “resident in Canada” — 250; 
“share” —248(1); “taxable income’ — 2(2), 248(1); “taxation 
year’ — 95(1) (for foreign affiliate only), 249; “taxpayer” — 


248(1). 


Interpretation Bulletins [s. 92]: IT-392: Meaning of the term 
“share”; IT-451R: Deemed disposition and acquisition on eet. to 
be or orcas resident in Canada. 


93. (1). Election re. disposition of share in 
foreign affiliate — For the purposes of this Act, 
where a corporation resident in Canada so elects, in 
prescribed manner and within the prescribed time, in 
respect of any share of the capital stock of a foreign 
affiliate of the corporation disposed of by it or by 
another foreign affiliate of the corporation, 


(a) the amount (in this subsection referred to as 
the “elected amount’) designated by the corpora- 
tion in its election not exceeding the proceeds of 
disposition of the share shall be deemed to have 
been a dividend received on the share from the 
affiliate by the disposing corporation or disposing 
affiliate, as the case may be, immediately before 
the disposition and not to have been proceeds of 
disposition; and 

(b) where subsection 40(3) applies to the dispos- 
ing corporation or disposing affiliate, as the case 
may be, in respect of the. share, 


(i) the amount deemed by that subsection to 
be the gain of the disposing corporation or 
disposing affiliate, as the case may be, from 
the disposition of the share shall, except for 
the purposes of paragraph 53(1)(a), be 
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deemed to be equal'to the amount, if any, by 
which 


(A) the amount deemed by that subsection 
to be the gain from the disposition of the 
share determined without reference to this 
subparagraph 

exceeds XIV J 
(B) the elected amount, and 


(ii) for the purposes of determining the ‘ex- 
empt surplus, exempt deficit, taxable surplus, 
taxable deficit and underlying foreign tax of 
the affiliate in respect of the corporation resi- 
dent in Canada (within the meanings assigned 
by the regulations for the purpose of section 
95), the affiliate shall be deemed at the time of 
disposition to have redeemed shares of a class 
of its capital stock. 4 
Related Provisions: 40(3) — Deemed gain where amounts to, be 
deducted from adjusted cost base exceed cost plus amounts to be 
added to adjusted cost base; 93(1.1) — Election re share in foreign 
affiliate; 93(5) — Late filed elections, 95(2)(f) — Determination of 
certain components ‘of foreign accrual property income. 
History: Subsec. 93(1) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 69(1), applicable to 1987 et seg. Subsec. 93(1) formerly 
read: 


93. (1) Election re disposition of share in foreign affili- 
ate — Where at ‘any time a corporation resident in Canada 
has so elected, in prescribed manner and within the’ pre- 
scribed time, in respect of any share of the capital stock of a 
foreign affiliate of the corporation disposed of by it or by.an- ; 
other foreign affiliate of the corporation, for the purposes of 
this Act, an amount equal to the lesser of : 

(a) the amount designated by the corporation in its elec- 

tion, and 

(b) the proceeds of disposition of the share 
shall be deemed to have been a dividend received’ on the 
share from the affiliate by the disposing corporation or dis- 
posing affiliate, as the case may be, immediately before the 
disposition and not to have been proceeds of disposition. 


Pre-RSC History: Subsec. 93(1) substituted by 1974-75-76, c. 26, 
subsec. 58(1), applicable to 1972 ef seq. 


Selected Cases [subsec. 93(1)]: Terrador Investments’ Ltd. v. 
Canada, {1995} 2 C.T.C. 2260 (TCC) (Election under subsection 
93(1) did not change character of what was received). 
Regulations: 5902 (prescribed manner, prescribed time). 


Information Circulars: 76-19R3: Transfer of property to a corpo- 
ration under section 85; 77-9R: Books, records and other require- 
ments for taxpayers having foreign affiliates. | ; 


Forms: T2107: Election in respect of a disposition of shares in a 
foreign affiliate. 


(1.1) Idem — Where at any time shares of the capi- 
tal stock of a foreign affiliate of a corporation resi- 
dent in Canada that are excluded property are dis- 
posed of by another foreign affiliate of, the 
graph 95(2)(c), (d) or (€) applies), the corporation 
shall be deemed to have made an election at that 
time under subsection (1) in respect of each such 
share disposed of and in the election to have desig- 
nated:.an amount = to sis: amount as is 
prescribed. F 


728 


Subdiv. i— Shareholders of Non-Resident Corporations 


Related Provisions: 95(2)(f) — Determination of certain compo- 
nents of foreign accrual property income. 


Pre-RSC History: Subsec. 93(1.1) added by 1980-81-82-83, c. 
140, s. 55, applicable with respect to dispositions occurring after 
November 12, 1981. 


Regulations: 5902(6) (prescribed amount). 


(2) Loss limitation on disposition of nhaite _ 
Where 


(a) a corporation eet? in Canada has disposed 
of a share of the capital stock of any foreign affil- 
late of the corporation, or 


(b) a foreign affiliate of a corporation resident in 
Canada has disposed of a share of the capital 
stock of another foreign affiliate of the 
corporation, 


the amount of the loss of the disposing corporation 
from the disposition of the share shall be deemed to 
be the amount, if any, by which 


(c) the amount that would be the loss of the dis- 
posing corporation therefrom if this Act were 
read without reference to this subsection 


exceeds 
(d) the amount, if any, by which 
(i) the total of all amounts received before the 
disposition of the share in respect of exempt 


dividends on the share or a share for which 
the share was substituted by 


(A) the disposing corporation, 
(B). a corporation related to the disposing 
corporation, 


(C) a foreign affiliate of the disposing cor- 
poration, or 


(D) a foreign affiliate of a corporation re- 
lated to the disposing corporation: | 


exceeds 


(ii) the total of all amounts each of which is 
the amount by which a loss from a previous 
disposition of the share ‘or a share for which 
the share was substituted by a corporation re- 
ferred to in any of clauses (i)(A) to (D) has 
been. reduced because of this subsection. 
Related Provisions: 40(3) — Deemed gain where amounts to be 
deducted from adjusted. cost base exceed cost plus-amounts. to. be 
added, to adjusted cost base; 40(3.3), (3.4) — Limitation on loss 
where share acquired. by affiliated person; 87(2)(u) — Amalgama- 


tion; 93(3) — Exempt dividends; 93(4) — Loss on disposition of 


shares of foreign affiliate. 


History: That portion of subsec. 93(2) following para. (b) substi- 
tuted by 1994, c. 7, Sch. II (1991, c. 49), subsec. 69(2), applicable 
to the determination of losses arising in 1985 et seq., except that, in 
its application to such losses from dispositions occurring before July 
13, 1990, para. (d) shall be read as follows: ~ 
(d) the total of all amounts in respect of exempt dividends 
received by the disposing corporation on the share at any time 
before the disposition. 
That portion of subsec. 93(2) formerly read: 


the amount of any capital loss of the disposing corporation 
from the disposition of the share shall be deemed to be the 
amount, if any, by which the amount of the capital loss there- 


S. 93(4)(b) 


from otherwise determined exceeds the total of all amounts in 
_ tespect of exempt dividends received by the disposing corpo- 
ration on the share at any time ‘before the disposition. 


(3) Exempt dividends — For the purposes of sub- 
section (2), 


(a) a dividend received by a corporation resident 
in Canada is an exempt dividend to the extent of 
the amount in respect of the dividend that is de- 
ductible from the income of the corporation. in 
computing its taxable income by virtue of pate 
graph 113(1)(a), (b) or (c); and 


(b) a dividend received by a foreign affiliate of a 
corporation resident in Canada from another for- 
eign affiliate of that corporation is an exempt div- 
idend to the extent of the amount, if any, by 
which the portion of the dividend that was not 
prescribed to have been paid out of the pre-acqui- 
sition surplus of that other affiliate exceeds such 
portion of any income.or profits tax paid by the 
first-mentioned affiliate as may reasonably be re- 
garded as having been paid in respect of that por- 
tion of the dividend. 


Pre-RSC History: Para. 93(3)(a) substituted by 1974-75-76, c. 26, 
subsec, 58(2), applicable to 1972 et seq. 


Regulations: 5900(1)(c) (amount prescribed to have been paid out 
of pre-acquisition surplus). 


(4) Loss on disposition of shares of foreign 
affiliate — Where a taxpayer resident in Canada or 
a foreign affiliate of the taxpayer (in this subsection 
referred to as the “vendor”) has acquired shares of a 
foreign affiliate of the taxpayer (in this subsection 
referred to as the “acquired affiliate”) on the disposi- 
tion of shares of any other foreign affiliate of the tax- 
payer (other than a disposition to which subsection 
40(3.4) applies), 


(a) the capital loss therefrom otherwise deter- 
mined shall be deemed to be nil; and 


(b) in computing the adjusted cost base to the 
vendor of all shares of any particular class of the 
capital stock of the acquired affiliate owned by 
the vendor immediately after the disposition, 
there shall be added an amount determined by the 
formula 


Men re 
(A — B) a 


where 


A. is the cost amount to the vendor immediately 
before the disposition of the shares disposed 
of, 


B. is the total of 


(i) the proceeds of disposition of the shares 
disposed of, and 


(ii) the total of all amounts deducted under 
paragraph (2)(d) in computing losses of the 
vendor from the dispositions of the shares 
disposed of, 


29 


S. 93(4)(b) 


C. is the fair market value, immediately after the 
disposition, of all shares of that particular 
class owned by it at that time, and 


' D is the fair market value, immediately after the 
disposition, of all shares of the capital stock of 
the acquired affiliate owned. by it at that time. 


Related Provisions: 93(2) —‘Loss limitation on: disposition of 
share; 257 — Formula cannot calculate to less than zero. 


History: The opening words of subsec. 93(4) amended by 1998, c. 
19, s. 120, applicable, subject to s. 247 of 1998, c. 19 (grandfather- 
ing rule reproduced after s. 260), to dispositions of property that 
occur after April 26, 1995. The opening words formerly read: 


(4) Where a taxpayer resident in Canada ora foreign affiliate 
of the taxpayer (in this subsection referred to as the “vendor’’) 
has acquired shares of a foreign affiliate of the, taxpayer (in 
this subsection referred to as the “acquired affiliate”) on the 
disposition of shares of any other foreign affiliate of the tax- 
payer (other than a disposition to which subsection Wenel ap- 
plies), the following rules apply: * 


Para. 93(4)(b) substituted by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 69(3), applicable to dispositions of shares lal after July 
13, 1990. Para. 93(4)(b) formerly read: 


(b) in computing the adjusted cost base to the vendor of all 
shares of any particular class of the capital stock of the ac- 
quired affiliate owned by it immediately after the disposition 
there shall be added the amount that is equal to that propor- 
tion of the amount, if any, by which 


(i), the cost amount to it immediately before the disposi- 
tion of the shares disposéd of 


exceeds 
(ii) the proceeds of the disposition 
that | 


(11) the fair market value, immediately after the disposi- 
tion, of all shares of that class owned by it at that time, 


is of 


(iv) the fair market value, immediately after the disposi- 
tion, of all shares of the. capital stock of the acquired af- 
filiate owned by it at that time. 


Pre-RSC History: Subsec. 93(4) added by 1974-75-76, c. 26, 
subsec. 58(3), applicable to 1972 et seq. 


(5) Late filed elections — Where the election re- 
ferred to in subsection (1) was not made on or before 
the day on or before which the election was required 
by that subsection to be made, the election shall be 
deemed to have been. made on that day if, on or 
before the day that‘is 3 years after that day, 


(a) the election is made in prescribed manner; and 


(b) an estimate of the penalty in respect of that 
election is paid by the corporation when that elec- 
tion is made. 

Pre-RSC History: That part of subsec. 93(5) preceding para. (a) 


substituted. by 1984, c. 45, subsec. 29(1), to substitute “3” for “2”, 
applicable after February 15, 1984. 


Subsec,. 93(5) added by 1979, c. 5, s. 31. 
. Regulations: 5902 (prescribed manner). 


Forms: T2107: Election in respect of a erwin: of shares in a 
foreign affiliate. 
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(5.1) Special cases — Where, in the opinion of 
the Minister, the circumstances of a case’ are such 
that it would be just and equitable : 


(a) to permit an election under subsection (i) to 
be made after the day that is 3 years after the day 
on or before which the election was Dehn eb 
that subsection to be miade, or =f 


(b) to permit an election made under subsection 
' (1) to be amended, 


the election or amended election shall be deemed to 
have been made on the day on or before which the 
election was so required to be made if 


(c) the election or amended election is, made in 
prescribed form, and 


(d).an estimate of the penalty. in respect of the 
election or amended election is paid by the corpo- 
ration when the: election or amended.election is 
made, 


and where this subsection applies to the amendment 
of an election, that election shall be deemed not to 
have been effective. : 
Pre-RSC History: Subsec. 93(5.1) added by 1984, c. 45, subsec. 
29(2), applicable after February 15, 1984. 


Forms: 12107: Election in respect of a ue of shares in a~ 


foreign affiliate. 


(6) Penalty for late filed election — For the pur- 
poses of this section, the penalty in respect of an 
election or amended election referred to in paragraph 
(5)(a) or (5.1)(c) is an amount equal to the lesser of 


(a) '/4 of 1% of the amount designated i in the elec- 
tion or amended election for each month or part 
of a month during the period commencing with 
the day on or before which the election is re- 
quired by subsection (1) to be made and ending 
on the day the election is made, and. 


(b) an amount, not exceeding $8,000, equal to the 
product obtained by multiplying $100. by the 
number of months each of which is:a month all or 
part of which is during the period referred to in 
paragraph (a). 
Related Provisions: 93(7) — Assessment of arent 220(3.1) — 
Waiver of penalty by Revenue Canada. 


Pre-RSC History: Subsec. 93(6) substituted by 1984, c. 45, sub- 
sec. 29(2), to add reference to para. (5.1)(c), to add “or amended 
election” and to substitute para. (b) in its entirety, applicable after 
February 15, 1984. Para. (b) formerly read: 


(b) $2,500. 
Subsec. 93(6) added by 1979, c. 5, s. 31. 


(7) Unpaid balance of penalty — The Minister 
shall, with all due dispatch, examine each election 
and amended election referred to in paragraph (5)(a) 
or (5.1)(c), assess the penalty payable and send a no- 
tice of assessment to the corporation, and the corpo- 
ration shall pay forthwith to the Receiver General the 
amount, if any, by which the penalty so assessed ex- 
ceeds the. total of all amounts previously paid on ac- 
count of that penalty. 
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Pre-RSC History: Subsec. 93(7) substituted by 1984, c. 45, sub- 
sec. 29(2), to add reference to para. (5.1)(c) and to add “and 
amended election”, applicable after February 15, 1984. 


“Receiver General” substituted for “Receiver General of Canada” 
by 1980-81-82-83, c. 48, s. 115. 


Subsec. 93(7) added by 1979, c.5, s. 31. 


Definitions [s. 93]: “adjusted cost base” — 54, 248(1); 
“amount” — 248(1); “Canada” — 255; “capital gain”, “capital 
loss” — 39(1), 248(1); “class” — of shares, 248(6); “corpora- 
tion” — 248(1), Interpretation Act 35(1); “cost amount”, “divi- 
dend” — 248(1); “ 5 ; “exempt sur- 
plus” — 113(1)(a), Reg. 5907(1)(d); “foreign affiliate’ —95(1), 
248(1); “Minister”, “prescribed” — 248(1); “proceeds of disposi- 
tion” —'54; “resident in Canada” — 250; “share” — 248(1); “taxa- 
ble income” — 2(2), 248(1); “taxable surplus” — 113(1)(b)(@), Reg. 
5907(1)(k); “taxation year” — 95(1).(for foreign affiliate only), 
249; “taxpayer” — 248(1). 


Interpretation Bulletins [s. 93]: IT-392: Meaning of the term 
“share”; IT-451R: Deemed disposition and acquisition on ceasing to 
be or becoming resident in Canada. 


94. (1) Application of certain provisions to 
trusts not resident in Canada — Where, 


(a) at any time in a taxation year of a trust that is 
not resident in Canada or that, but for paragraph 
(c), would not be so resident, a person benefi- 
cially interested in the trust (in this section re- 
ferred to as a “beneficiary’’) was 


(i) a person resident in Canada, 


(i1) a corporation or trust with which a person 
resident in Canada was not dealing at arm’s 
length, or 


(iii) a controlled foreign affiliate of a person 
resident in Canada, and 


(b) at any time in or before the taxation year of 
the trust, 


(1) the trust, or a iiaeetia’ corporation that 
would, if the trust were resident in Canada, be 
a controlled foreign affiliate of the trust, has, 
other than in prescribed circumstances, ac- 
quired. property, directly or indirectly in any 
manner whatever, from 


(A) a particular person who 


(1) was the beneficiary referred to in 
paragraph (a), was related to that bene- 
ficiary or was the uncle, aunt, nephew 
or niece. of that beneficiary, 


(II) was resident in Canada at any time 
in the 18 month period before the end 
of that year or, in the case of a person 
who has ceased to exist, was resident in 
Canada at any time in the 18 month pe- 
riod before the person ceased to exist, 
and 


(III) in the case of an individual, had 
before the end of that year been resi- 
dent in Canada'for a period of, or peri- 
ods the total of which is, more than 60 
months, or 


S. 94(1)(c)Gi)(A) 


(B) a trust or corporation that acquired the 
property, directly or indirectly in any man- 
ner whatever, from a particular person de- 
scribed in clause.(A) with whom it was not 
dealing ‘at arm’s length 


and the trust was not 


(C) an inter vivos trust created at any time 
before 1960 by a person who at that time 
was a non-resident person, 


(DD) "a testamentary trust that arose as a 
consequence of the death of an individual 
before 1976, or 


(E) governed by a foreign retirement ar- 
rangement, or 


(11) all or any part of the interest of the benefi- 
ciary in the trust'was acquired directly or indi- 
rectly by. the beneficiary by way of 


(A) purchase, 


(B) gift, bequest or inheritance from a per- 
son referred to in clause (i)(A) or (B), or 


(Gy theyexereise or a power of appointment 
by a person teferred to in clause (1)(A) or 


(B), 
the following rules aaEy for that taxation year of the 
trust: 


(c) where the amount of the income or capital of 
the trust to be distributed at any time to any bene- 
ficiary of the trust depends on the exercise by any 
person of, or the failure by any person to exer- 
cise, any discretionary power, 


(i) the trust is deemed for the purposes of this 
Part and sections 233.3 and 233.4 to be a per- 
son resident in Canada no part of whose taxa- 
ble income is exempt because of section 149 
from Part I tax and whose taxable income for 
the taxation year is the total of 


(A) the amount, if any, that would but for 
this subparagraph be its taxable income 
earned in Canada for that year, 


(B) the amount that would, if it were a 
trust to which paragraph (d) applies, be its 
foreign accrual property income for that 
year, and 


(C) the amount, if any, by whieh the 
amount required by section 91 to be in- 
cluded in computing its income’ for the 
year exceeds the amount deducted for that 
year by virtue of subsections 91(2), (4) and 
(5), and 


(ii) for the purposes of section 126, 


(A) the amounts referred to in clauses 
(i)(B) and (C) shall be deemed to be in- 
come of the trust from sources in the coun- 
try other than Canada in which the trust 
would, but for subparagraph (1), be resi- 
dent, and 
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(B) such part of any income or profits tax 
paid by the trust for the year (other than 
any tax paid by virtue of this section) that 
may reasonably be regarded as having 
been paid in respect of that income shall be 
deemed to be the non-business-income tax 
paid by the trust to the government of that 
country, and 


(d) in any other case, for the purposes of subsec- 
tions 91(1) to (4) and sections 95 and 233.4, 


(i) the trust shall, with respect to any benefici- 
ary under the trust the fair market value of 
whose beneficial interest in the trust is not less 
than 10% of the aggregate fair market value of 
all beneficial interests in the trust; be deemed 
to be a non-resident corporation that is con- 
trolled by the beneficiary, 


(ii) the trust shall be deemed to be a non-resi- 
dent corporation having a ‘capital stock of a 
single class divided into 100 issued shares, 
and 


(iii) each beneficiary under the trust shall be 
deemed to own at any time the number of the 
issued shares that is equal to the proportion of 
100 that 


(A) the fair market value at that time of the 
beneficiary’s beneficial interest in the trust 


Root. | 
(B) the fair market value at that time of all 
beneficial interests in the trust. 


Related Provisions: 94(2) — Rights and obligations; 94(3) — 
Deduction in computing taxable income; 94(4) — Deduction from 
foreign accrual property income; 94(5) — Adjusted cost base of 
capital interest in trust; 94(6) — Where financial assistance given; 
94.1(2) — ‘Trust covered by 94(1)(c) or (d) is a “non-resident en- 
tity”; 126 — Foreign tax credit; 248(8) — Occurrences as a conse- 
quence of death; 248(25) — Beneficially interested, 


History: The opening words of subpara. 94(1)(c)(i), and the open- 
ing words of para. 94(1)(d), amended by 1997, c..25, subsecs. 20(1), 
(2), applicable after 1995. These portions formerly read: 


(i) the trust shall be deemed for the purposes of this Part 

to be a person resident in Canada not exempt from tax 

under section 149 whose taxable income for the taxation 
_ year is the total of 


(d) in any other case, for the purposes of subsections 91(1) to 
(4) and ‘section 95, 


Cl. 94(1)(b)G)(E) added by 1994, c..7, Sch. If (1991, c. 49), s. 70, 
applicable to 1990. et seq. 


Pre-RSC History: All that portion of subpara. 94(1)(b)(i) preced- 
ing cl. (A) amended by 1985, c. 45, s. 45, to add “other than in 
prescribed circumstances”. 


Paras. 94(1)(a), (b) substituted by 1980-81-82-83, c. 140, subsec. 
56(1), applicable to taxation years of trusts commencing after No- 
vember 12, 1981. Paras. (a), (b) formerly read: 


(a) at any time in a taxation year of a trust that is not resident 
in Canada or that, but for paragraph (c), would not be so resi- 
dent, other than 


(i) an inter vivos trust created at any time before 1960 by 
a person who at that time was a non-resident person, or 
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(i1) a testamentary trust that arose as a consequence of the 
death of an individual whose death occurred before 1976, 


a person beneficially interested in the trust (in this section re- 
ferred to as a “beneficiary”) was 


(iii) a person resident in Canada, 


(iv) a corporation or trust with which a person resident in 
Canada was not dealing at arm’s length, or 


(v) a controlled foreign affiliate of a person resident in 
Canada, and © 


(b) at any time in or before the taxation year of the trust, the 
trust, or a non-resident corporation that would, if the trust 
were resident in Canada, be a controlled foreign affiliate of 
the trust, has acquired property, directly or indirectly.in any 
manner whatever, from 


(i) a particular person who 


(A) was the beneficiary referred to in paragraph (a), 
was related to that person or was the uncle, aunt, 
nephew or niece of that person, 


(B) was resident in Canada at any time in the 18 
month period before the end of that year or, in the 
case of a person who has ceased to exist, was resi- 
dent in Canada at any time-in the 18:month period 
before he ceased to exist, and 

(C) in the case of an individual, had before the end of 
that year been resident in Canada for a period of, or 
periods the aggregate of which is, more than 60 
months, or 


(ii) a trust or corporation that was not dealing at arm’s — 
length with a particular person described in.subparagraph 
(i), 
Regulations: 5909 (prescribed circumstances for 94(1)(b)(i)). 
Interpretation Bulletins: IT-447: Residence of a trust. or estate. 


Information Circulars: 77-9R: Books, records and other require- 
ments for taxpayers having foreign affiliates. 


(2) Rights and obligations — Where paragraph 
(1)(c) is applicable to a trust, each person described 
in clause (1)(b)()(A) or (B) shall jointly and sever- 
ally with the trust have the rights and obligations of 
the trust by virtue of Divisions I and J and shall be 
subject to the provisions of Part XV, but no amount 
in respect of taxes, penalties, costs and other 
amounts payable under this Act shall be recoverable 
from any such person except to the extent of 


(a) amounts paid to the person by the trust or the 
payment of which from the trust the person is en- 
titled to enforce; and 


(b) amounts received by the person on the dispo- 
sition of an interest in the trust. 
Pre-RSC History: Subsec. 94(2) substituted by 1984, c. 1, subsec. 
41(1), to substitute “clause (1)(b)G)(A) or (B)” for “subparagraph 
(1)(b)@) or (ii)” applicable to taxation years of trusts commencing 
after November 12, 1981. 


(3) Deduction in computing taxable in- 
come — In computing the amount of taxable in- 
come of a trust to which paragraph (1)(c) applies for 
any taxation year, there may be deducted such por- 
tion of the amount that would, ‘but for this subsec- 
tion, be included in computing the taxable income of 
the trust for the year by virtue of clauses (1)(c)(i)(B) 
and (C) as may reasonably be considered as having 
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become an amount payable in the year within the 
meaning of subsection 104(24) to a beneficiary. _ 
Interpretation Bulletins: IT-342R: Trusts — income payable to 
beneficiaries. 


(4) Deduction from foreign accrual property 
income — In computing the foreign accrual prop- 


erty income of a trust to which paragraph (1)(d) ap- 


plies for any taxation year, there may be deducted 
such portion of the amount that would, but for this 
subsection, be the foreign accrual property income of 
the trust as may reasonably be considered as having 
become an amount payable in the’ year within the 
meaning of subsection 104(24) to a beneficiary. 


Interpretation Bulletins: IT-342R; Trusts — income payable to 
beneficiaries. 


(5) Adjusted cost base of capital jbl od in 
trust — In computing, at any time in a taxation 


year, the. adjusted cost base to a taxpayer resident in 


Canada of a capital interest in a trust to which. para- 
graph (1)(d) applies, 


(a) there shall be added any amount ft required by 


subsection 91(1) or (3) to be included in comput- 
ing the taxpayer’s income for the year or any pre- 
ceding taxation year (or that would have been so 
required to be included but for subsection 56(4.1) 
and sections 74.1 to 75 of this Act and section 74 


of the Income Tax Act, chapter 148 of the Re-| 


vised Statutes of Canada, 1952) in respect of that 
- interest; and 


(b) there shall be deriuntad any amount deducted 
by the taxpayer by reason of subsection 91(2) or 
(4) in computing the taxpayer’s income for the 
year or any preceding taxation year (or that 
would have been so deductible by the taxpayer 
but for subsection 56(4.1) and sections 74.1 to 75 
of this Act and section 74 of the Income Tax Act, 
chapter 148 of the Revised Statutes of Canada, 
1952) in respect of that interest. 


Related Provisions: 53(1)(d.1) — Addition to adjusted cost base; 
53(2)(b.1) — Reduction in adjusted cost base. 


Pre-RSC History: Paras. 94(5)(a), (b) amended by 1988, c. 55, s. 
64, to substitute “by reason of’ for “by virtue of” in. para. (b) and 
“but for subsection 56(4.1) and sections 74 to 75” for “but for sec- 
tions 74 to 75” in paras. (a) and (b); applicable to 1989 et seq. 


Subsec. 94(5) amended by 1986, c. 6, s. 50, applicable after May 
21, 1985, to substitute in paras. (a) and (b) “sections 74 to 75” for 
“sections 74. and 75”. 


(6) Where financial assistance given — For 
the purposes of paragraph (1)(b), a trust or a non- 
resident corporation shall be deemed to have ac- 
quired property from any person who has given a 
guarantee on its behalf or from whom it has received 
any other financial assistance whatever. 


(7) [Repealed] 
History: Subsec. 94(7) repealed by 1994, c. 7, Sch. VIII (1993, c. 
24), s. 39, applicable after 1990. [See now subsec. 248(25).] Subsec. 
(7) formerly read: 
(7) Beneficially interested — For the purposes of this sec- 
tion, a person is beneficially interested in a trust if that person 
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has any right (whether immediate or future, whether absolute 
or contingent or whether conditional on or subject to the exer- 
cise of a discretionary power by any person or persons) to 
* receive any of the income or capital of the trust either directly 
from the trust or indirectly through one or more other trusts. 


Pre-RSC History: Subsec. 94(7) added by 1980-81-82-83, c. 140, 
subsec. 56(2), applicable to taxation years of trusts commencing af- 
ter November 12, 1981... 


Pre-RSC History [s. 94]: S. 94 substituted by 1974-75-76, c. 26, 
s. 59, applicable to 1972 et seq: 


Definitions [s. 94]: “adjusted cost base” — 54, 248(1); “allowa- 
ble capital loss” — 38(b), 248(1); “amount”, “ 
“arm’s length” — 251(1); “aunt” — 252(2)(e); “beneficially inter- 
ested” — 248(25); “beneficiary” — 94(1)(a); “business” — 248(1); 
“Canada” — 255;, “capital interest” — 108(1), 248(1); “controlled 
foreign affiliate’ — 95(1), 248(1); “corporation” — 248(1), Inter- 
pretation Act 35(1); “dividend” — 248(1); “fiscal period” — 
249(2)(b), 249.1; “foreign accrual property income”, “foreign affili- 
ate” — 95(1), 248(1); “foreign retirement arrangement”? — 248(1); 
“nephew”, “niece” — 252(2)(g); “non-resident” — 248(1); “non- 
resident-owned investment corporation” — 133(8), 248(1); “per- 
son”, “prescribed”, “property” —248(1); “resident in Canada” — 
94(1)(c)(@), 250; “share” — 248(1); “taxable capital gain’ — 38(a), 
248(1); “taxable dividend” ;. “taxable income” — 
2(2), 248(1); “taxation year” — (of foreign affiliate) 95(1);. “‘tax- 
payer’ — 248(1); “testamentary trust” — 108(1), 248(1); “trust” — 
104(1), 248(1), (3); “uncle” — 252(2)(f)... 


Interpretation Bulletins [s. 94]: IT-451R: Deemed disposition 
and acquisition on ceasing to be or becoming resident in Canada. 


94.1 (1) Offshore investment fund property — 
Where in a taxation year a taxpayer, other than a 
non-resident-owned investment corporation, holds or 
has an interest in property (in this section referred to 
as an “offshore investment.fund property’’) 


(a) that is a share of the capital stock of, an inter- 
est in, or a debt of, a non-resident entity (other 
than a controlled foreign affiliate of the taxpayer 
or a prescribed non-resident entity) or an interest 
in or a right or option to acquire such a share, in- 
terest or debt, and 


(b) that may reasonably be considered to derive 
its value, directly or indirectly, primarily from 
portfolio investments of that or any other non- 
resident entity in 


(i) shares. of the capital.stock of one or. more 
corporations, 


(ii) indebtedness or annuities, 


(iil) interests in one or more corporations, 
trusts, partnerships, organizations, funds or 
entities, 


(iv) commodities, 

(v) real estate, 

(vi) Canadian or foreign resource properties, 
(vii) currency of a country other than Canada, 


(viii) rights or options to acquire or dispose of 
any of the foregoing, or 


(ix) any combination of the foregoing, 
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and it may reasonably be concluded, having regard 
to all the circumstances, including 


(c) the nature, organization and operation of any 
non-resident entity and the form of, and the terms 
and conditions governing, the taxpayer’s interest 
in, or connection with, any non-resident entity, 


(d) the extent to which any income, profits and 
gains that may, reasonably be considered: to- be 
earned or accrued, whether directly or indirectly, 
_for the benefit of any non-resident.entity are sub- 
ject to an.income. or profits tax that 1s. signifi- 
cantly less than the income tax that would be. ap- 
plicable to'such income, profits and gains if they 
were earned directly by the taxpayer, and 


(e) the extent to which the income, profits and 
gains of any non-resident entity for any fiscal pe- 
riod are distributed in that.or the immediately fol- 
lowing fiscal period, 


that one of the main reasons for the taxpayer acquir- 
ing, holding or having the interest in such property 
was to derive a benefit from portfolio investments in 
assets described in any of subparagraphs (b)(i) to Gx) 
in such a manner that the taxes, if any, on the in- 
come, profits and gains from such assets for any par- 
ticular year are significantly less than the tax’ that 
would have been applicable under this Part if the 1n- 
come, profits and gains had been earned directly by 
the taxpayer, there shall be included in computing 
the taxpayer’s income for. the: die the. amount, ‘if 
any; by which 


(f) the total of all’ amounts eH of which is the 
product obtained’ when 


(i) the designated cost to the taxpayer of the 
offshore investment fund property at the end 
of a month in the year 


is multiplied by 


(ii) the quotient obtained when the prescribed | 


rate of interest for the period including that 
month is divided by 12 


exceeds 


(g) the taxpayer’s income for the year (other than 
a capital gain) from the offshore investment fund 
property determined without reference to this 
subsection. 

Related Provisions: 53(1)(m) — Addition to adjusted cost base; 


95(1)“foreign accrual property income”C — Application to deter- 
mination of FAPI. 


Pre-RSC History: Subpara. 94.1(1)(f)(ii) amended by 1985, c. 45, 
s. 46, to substitute “prescribed rate of interest” for. “rate of interest 
prescribed for the purpose of subsection 161(1)”. 


Regulations: 4301(c) (prescribed rate of interest for 
94.1(1)(f)(i)); to date, no prescribed non-resident entities prescribed 
for 94.1(1)(a). 


(2) Definitions — In this section, 


“designated cost” to a taxpayer at any time in a tax- 
ation year of an offshore investment fund property 
that the taxpayer holds or has an interest in means 
the amount determined by the formula 
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A +B +#:Co+ Du: 
where 


A is the cost amount to the taxpayer of the property 
at that time (determined without reference to 
paragraphs 53(1)(m) and (q), subparagraph 
53(2)(c)G.3), paragraphs 53(2)(g) and (g.1) and 
section 143.2), 


B. is, where an additional amount has been made 
available by a person to another person. after 1984 
and before that time, whether by way of gift, 
loan, payment-for a share, transfer of property at 
less than its fair market value or otherwise, in cir- 
cumstances such that it may reasonably be con- 
cluded that one of the main reasons for so making 
the additional amount available to the other per- 
son was to increase the value of the property, the 
total of all amounts each of which is the amount, 
if any, by which such an additional amount ex- 
ceeds any increase in the cost amount to the tax- 
payer of the property by virtue of that additional 
amount, 


Cis the total of all amounts each of which is an 
amount included in respect of the offshore invest- 
ment fund property by virtue of this section in_ 

- computing the taxpayer’s income for a preceding 
taxation year, and 

D. is 

(a) where the taxpayer has held or has had the 
interest in the property at all times: since the 
end of 1984, the amount, if any, by which the 
fair market value of the property at the end of 


1984 exceeds the cost amount to the taxpayer 
of the property at the end of 1984, or 


_(b) in any other case, the total of 


(i) the. amount, if any, by which the fair 
market value of the property at the particu- 
lar time the taxpayer acquired the. property 
exceeds the cost amount.to the taxpayer of 
the property at the particular time, and 


(ii) the amount, if any, by which 


(A) the total of all amounts each oe 
which is an amount that would have 
been included in respect of the property 
because of this section in computing 
the taxpayer’s income fora. taxation 
year that began before June 20, 1996 if 
the cost to the taxpayer of the property 
were equal to the fair market value of 
the property at the particular time 


exceeds 


(B) the total of all amounts each of 
which is an amount that was included 
in respect of the property because of 
this section in computing the taxpayer’s 
income for a taxation year that began 
-before June 20, 1996, 
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except that the designated cost of an offshore invest- 
ment fund property that is a prescribed, offshore in- 
vestment fund property is nil; 


History: The description of A in the definition sg ch nated cost” in 
subsec. 94.1(2) amended by 1998, c. 19, subsec. 121(1), applicable 
after September 26, 1994, except that as it applies to taxation years 
that ended before April 27, 1995, the description of A shall be read 
as follows: 
A is the cost amount to the taxpayer of the property at that 
time (determined without reference to paragraph 
~ 53(1)(m), subparagraph 53(2)(c)(.3) and section 143.2), 


The description formerly read: 


A is the cost amount to the taxpayer of the property at that 
time (determined without reference to paragraph 
53(1)(m)), 


The description of D in the definition “designated: cost” in subsec. 
94,1(2) amended by 1998, c. 19, subsec. 121(2), applicable to taxa- 
tion years that begin after June 20, 1996. The rnc iat formerly | 
read: © 


Dis, where the taxpayer held or had the interest in the prop- 
erty at the end of 1984, the amount, if any, by which the 
fair market value of the property at that time exceeds the 
cost amount to the taxpayer of the property at that time, 


Pre-RSC History: The definition “designated cost” was para. 
94.1(2)(a). It contained descriptive subparagraphs instead of the 
present formula. The pre-R.S.C. version read: 


(a) “designated cost” — “designated cost” to a taxpayer at 
any time in a taxation year of an offshore investment fund 
property that he holds or has an interest in means the aggre- 
gate of 


(i) the cost amount to the taxpayer of the property at that 
time (determined without reference to paragraph 


53(1)(m)), 


(ii) where an additional amount has been made available 
by a person to another person after 1984 and before that 
time, whether by way of gift, loan, payment for a share, 
transfer of property at less than its fair market value or 
otherwise, in circumstances such that it may reasonably , 
be concluded that one of the main reasons for so making 
the additional amount available to the other person was 
to increase the value of the property, the aggregate of all 
amounts each of which is the amount, if any, by which 
such an additional amount exceeds any increase in the 
cost amount to the taxpayer of the property by virtue of 
that additional amount, 

(iii). the aggregate of all amounts each of which is an 
amount included in respect of the offshore investment 
fund property by virtue of this section in computing the 
taxpayer’s income for a preceding taxation year, and 
(iv) where the taxpayer held or had the interest in the 
property at the end of 1984, the amount, if any, by which 
the fair market value of the property at that time exceeds 
the cost amount to the taxpayer of the property at that 
time, 


except that the designated cost of an offshore investment fund 
property that is a prescribed offshore investment fund prop- 
erty is nil; and 
Regulations: 6900 (prescribed offshore investment fund 
property). 


‘non-resident entity”? means’a corporation that is 
not resident in Canada, a partnership, organization, 
fund or entity that is not resident or is not situated in 
Canada or a trust with respect to which the rules in 
paragraph 94(1)(c) or (d) apply. 
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Pre-RSC History: The definition. “non-resident entity” was para. 
94.1(2)(b). | 


(3) Interpretation — Where subsection (1) is ap- 
plied with respect to an offshore investment fund 
property that was © 


(a) held by the taxpayer on February 15, 1984, 


(b) received as a stock dividend in respect of a 
share of the capital stock of a non-resident entity 
held by the taxpayer on February 15, 1984, 


(c) received as a stock dividend in respect of a 
share of the capital stock of a non-resident entity 
that the taxpayer had. previously received.as de- 
scribed in paragraph (b), or 


(d) substituted for a property held by the taxpayer 
on February 15, 1984 pursuant to an arrangement 
that existed on that date, aoe 


the reference to “1984” in the descriptions of B and 
Din the definition “designated. cost” in subsection 
(2) shall be read as a reference to “1985”. 


Origin of subsec, 94.1(3): R.S.C. 1985, c..1. (Sth Supp.) (for- 
merly. contained in the application rule in 1984, c. 45, s. 30, as 
amended. by 1985, c. 45, s. 148). 


Pre-RSC History [s. 94.1]: S. 94.1 added by 1984, c. 45, s. 30, 
generally SPU ae after 1984; but see subsec. 94.1(3) for 
exceptions. 


Definitions [s. 94.1]: “amount”, “annuity” — 248(1); “capital 
gain” — 39(1)(a), 248(1); “controlled foreign affiliate” — 95(1), 
248(1); “corporation” — 248(1), Interpretation Act 35(1); “cost 
amount” — 248(1); “designated cost” — 94.1(2); “fiscal period” — 
249(2), 249.1; “foreign affiliate” — 95(1), 248(1); “foreign resource 
property” — 66(15), 248(1); “investment corporation” — 130(3), 
248(1); “non-resident” — 94.1(2), 248(1); “offshore investment 
fund property” — 94. RUB “prescribed”, “property”, “share” — 
248(1); “taxation year” — 249; “taxpayer” — 248(1); “trust”? — 
104(1), 248(1), (3). 

Interpretation Bulletins [s. 94.1]: IT-451R: Deemed disposition 
and acquisition on ceasing to be or becoming resident in Canada. 


95. (1) Definitions for this subdivision — In 
this subdivision, 


“active business” ofa foreign affiliate of a taxpayer 
means any business carried on by the affiliate other 
than 


(a) an investment business carried on by the affil- 
iate, or 


(b) a business that is deemed: by subsection (2) to 
be a business other than an active business car- 
ried on by the affiliate; 


Related Provisions: 95(1)“income from an active business” — 
What income included; 248(1)— Meanings of “active business” 
and “business”. 


History: The definition “active business” added to subsec. 95(1) by 
1995, c: 21, subsec. 46(3), applicable to taxation years of foreign 
affiliates of taxpayers that begin after 1994 except that, where there 
has been a change in the taxation year of.a foreign affiliate of a 
taxpayer in 1994 and after February 22, 1994, the new definition 
applies to taxation years of such foreign affiliate of the taxpayer that 
end after 1994, unless 


(a) such foreign affiliate had requested that change in the taxa- 
tion year in writing before February 22, 1994. from the income 
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taxation authority of the country in which it was resident and 
subject to income taxation; or 


(b) the first taxation year of such foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the time 
that that taxation year would have begun if there had not been 
that change in the taxation of such foreign affiliate. 


“controlled foreign affiliate”, at any time, of a tax-_ 


payer resident in Canada means a foreign affiliate of 
the taxpayer that was, at that time, controlled by 


(a) the taxpayer, 


(b) the taxpayer and not more than four other per- 
sons resident in Canada, 


(c) not more than 4 persons resident i in Canada, 
other than the taxpayer, 


(d) a person or persons with whom the taxpayer. 


does not deal at arm’s length, or 


(e) the taxpayer and a person or persons with 
whom the taxpayer does not deal at arm’s length; 


Related Provisions: 128.1(1)(d) — Foreign affiliate becoming 
resident in Canada deemed to have been controlled foreign affiliate; 
233.4(4) — Reporting requirements; 248(1)“controlled miei gh af- 
filiate’ — Definition applies to entire Act. 


History: Paras. (c) to (e) of “controlled foreign affiliate” in subsec. 
95(1) substituted for para. (c) by 1994, c. 7, Sch. II (1991, c. 49), 


subsec. 71(1), applicable to taxation years commencing after July | 


13, 1990. Para. (c) formerly read: 
(c) a related group of which the taxpayer was a member; 


Pre-RSC History: The definition “controlled foreign affiliate” 
was para. 95(1)(a). See Table of Concordance. 


That portion of para. 95(1)(a) preceding subpara. (i) amended by 


1988, c, 55, s..65, to substitute “controlled by” for “controlled, di- — 


rectly or indirectly in any manner whatever, by”, applicable to taxa- 
tion years commencing after 1988. 


“excluded property” of a foreign affiliate of a tax- 
payer means any property of the foreign affiliate that 
is 


(a) used or held by the foreign affiliate princi- 
pally for the purpose of gaining or producing in- 
come from an active business, 


(b) shares of the capital stock of another foreign 
affiliate of the taxpayer where all or substantially 
all of the property of the other foreign affiliate is 
excluded property, or 


(c) an amount receivable the interest on which is, 
or would be if interest were payable thereon, in- 


come from an active business by virtue of subpar- © 


agraph (2)(a)(ii), 


and, for the purposes of the definitions “foreign affil- 
iate” in this subsection and “direct equity percent- 
age” in subsection (4) as they apply to this defini- 
tion, where at any time a foreign affiliate of a 
taxpayer has an interest in a partnership, 


(d) the partnership shall be deemed to be a non- 
resident corporation having capital stock of a sin- 
gle class divided into 100 issued shares, and 
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(e) the affiliate shall- be deemed to own at that 
time that proportion of the issued shares of ‘that 
class that 


(i) the fair market value of the affiliate’s inter- 
est in the partnership at that time 
is of | 

(ii) the fair market value of all interests in the 

partnership at that time; 
Related Provisions: 85.1(4) — Exception to share-for-share ex- 
change rules where foreign affiliate’s property is substantially all 
excluded property. 


History: That portion of the definition “excluded property” follow- 
ing para. (c) substituted by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
71(2), applicable after 1989. That portion formerly read: 


and for the purpose -of this definition, where a foreign affiliate 
of a taxpayer has an interest in a partnership and the fair mar- 
ket value of the interest is equal to or greater than 10% of the 
fair market value of all interests in the partnership, the part- 
nership shall be deemed to be another foreign affiliate of the 
taxpayer and the interest of the foreign affiliate in the partner- 
ship shall be deemed to be shares of the capital stock of that 
other foreign affiliate; 

Pre-RSC History: The definition “excluded property” was. para. 

95(1)(a.1). See Table of Concordance. 

All that portion of paragraph 95(1)(a.1) following subpara. (iii) sub- 

stituted by 1984, c. 1, subsec. 42(1), applicable after November 12, — 

1981. That portion formerly read: 


and for the purpose of this paragraph, where a Pee affili- 
ate of a taxpayer has an interest in a partnership the fair mar- 
ket value of which is at least 10% of the fair market value of 
all interests in the partnership, the partnership shal! be 
deemed to be a foreign affiliate of the taxpayer; 


Para. 95(1)(a.1) added by 1980-81-82-83, c. 140, subsec 57(1), ap- 
plicable after November 12, 1981. 


‘foreign accrual property income” of a foreign af- 
filiate of a taxpayer, for any taxation year of the af- 
filiate, means the amount determined. by the formula 


(A + Ale Ai Bot C) CD ob Bip iG) 
where 


A is the amount that would, if section 80 did not 
apply to the affiliate for the year or a preceding 
taxation year, be the total of the affiliate’s in- 
comes for the year from property and businesses 
(other than active businesses) determined as if 
each amount described in clause (2)(a)(ii)(D) that 
was paid or payable, directly or indirectly, by the 
affiliate to another foreign affiliate of either the 
taxpayer or a person with whom. the taxpayer 
does not deal at arm’s length were nil where an 
amount in respect of the income derived by the 
other foreign affiliate from that amount that was 
paid or payable to it by the affiliate was added in 
computing its income from an active DUSINess, 
other than 


(a) interest that would, by virtue of paragraph 
81(1)(m), not be included in computing the in- 
come of the affiliate if it were resident in 
Canada, 


(b) a dividend from another foreign affiliate of 
the taxpayer, 
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(c) a taxable dividend to the extent that the 
amount thereof would, if the dividend were 
received by the taxpayer, be deductible by the 
taxpayer under section 112, or 


(d) any amount included because of subsec- 
tion 80.4(2) in the affiliate’s income in respect 
of indebtedness to another corporation that is 
a foreign affiliate of the taxpayer or of a per- 
son resident in Canada with whom the tax- 
payer does not deal at arm’s length, 


A.1 is */ of the total of all amounts included in com- 
puting the affiliate’s income from property or 
businesses (other than active businesses) for the 
year because of subsection 80(13), 


A.2. is the amount determined for G in respect of the 
affiliate for the preceding taxation year, 


B is such portion of the affiliate’s taxable capital 
gains for the year from dispositions of property, 
other than dispositions of excluded property to 
which none of paragraphs (2)(c), (d) and (e) ap- 
ply, as may reasonably be considered to have ‘ac- 
crued after its 1975 taxation year, 


C is where the affiliate is a controlled foreign affili- 
ate of the taxpayer, the amount that would be re- 
quired to be included in computing its income for 
the year if 


(a) subsection 94.1(1) were applicable in com- 
puting that income, 


(b) the words “earned directly by the. tax- 
payer’ in that subsection were replaced by the 
words “earned by the person resident in Can- 
ada in respect of whom the taxpayer is a for- 
eign affiliate’, 


(c) the words “other than a controlled foreign 
affiliate of the taxpayer or a prescribed non- 
resident entity” in paragraph 94.1(1)(a) were 
replaced by the words “other than a prescribed 
non-resident entity or a controlled foreign af- 
filiate of a person resident in Canada of whom 
the taxpayer is a controlled foreign affiliate’, 
and 


(d) the words “other than a capital gain” in 
paragraph 94.1(1)(g) were replaced by the 
words “other than any income that would not 
be included in the taxpayer’s foreign accrual 
property income for the year if the value of C 
in the definition “foreign accrual property in- 
come” in subsection 95(1) were nil and other 
than a capital gain’, 

D is the total of the affiliate’s losses for the year 
from property and businesses (other than active 
businesses) determined as if there were not in- 
cluded in the affiliate’s income any amount de- 
scribed in any of paragraphs (a) to (d) of the 
description of A and as if each amount described 
in clause (2)(a)(ii)(D) that was paid or payable, 
directly, or indirectly, by the affiliate to another 
foreign affiliate of either the taxpayer or a person 
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with whom the taxpayer does not deal at arm’s 
length were nil where an amount in respect of the 
income derived by the other foreign affiliate from 
that amount that was paid or payable to it by the 
affiliate was. added in computing its income from 
an active business, 


E. is such portion of the affiliate’s allowable capital 
losses for the year from dispositions of property, 
other than dispositions of excluded property to 
which none of paragraphs (2)(c), (d) and (e) ap- 
ply, as may reasonably be considered to have ac- 
crued after its 1975 taxation year, 


F is the amount prescribed to be the deductible loss 
of the affiliate for the year and the five immedi- 
ately preceding taxation years, and 


G is the amount, if any, by which 


(a) the total of amounts determined for A.1 
and A.2 in respect of the affiliate for the year 


exceeds 


(b) the total of all amounts determined for D 
to F in respect of the affiliate for the year; 


Related Provisions: 40(3)(d)— Deemed gain where adjusted 
cost base would become negative; 53(1)(m) — Adjusted cost base 
of offshore investment fund property; 95(2) — Determination of 
certain components of FAPI; 257 — Formula cannot calculate to 
less than zero. 


History: Paras. (c) and (d) added to the description of C in the defi- 
nition “foreign accrual property income” in subsec. 95(1) by 1998, 
c. 19, subsec. 122(2), para. (c) applicable to taxation years that end 
after November 1991, para. (d) applicable to taxation years that be- 
gin after June 19, 1996. 


The formula in the definition “foreign accrual property income” in 
subsec. 95(1) amended, and the descriptions of A.1 and A.2 added, 
by 1995, c. 21, subsecs. 32(1), (2), applicable to taxation years that 
end after February 21, 1994. The formula formerly read: 


(A +'B + C) + (D+ E +P) 


The opening words of the description of A in the definition “foreign 
accrual property income” in subsec. 95(1) amended by 1995, c. 21, 
subsec. 78(2), applicable to taxation years of foreign affiliates of 
taxpayers that begin after 1994 except that, where there has been a 
change in the taxation year of a, foreign affiliate of a taxpayer in 
1994 and after February 22, 1994, the amended description of A 
applies to taxation years of such foreign affiliate of the taxpayer that 
end after 1994, unless 


(a) such foreign affiliate had requested that change in the taxa- 
tion year in writing before February 22, 1994 from the income 
taxation authority of the country in which it was resident and 
subject to income taxation; or 


(b) the first taxation year of such foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the time 
that: that taxation year would have begun if there had not been 
that change in the taxation year of such foreign affiliate. 


In these instances, for taxation years that end after February 21, 
1994, the opening words of the description of A should be read as 
follows (1995, c. 21, subsec. 78(1)): 


Ais the amount that would, if section 80 did not apply to 
the affiliate for the year or a preceding taxation year, be 
the total of the affiliate’s incomes for the year from prop- 
erty and businesses (other than active businesses), other 
than 
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The opening words of the description of A formerly read: 


A is the total of the affiliate’s incomes for the year from 
property and businesses other than active businesses, 
other than 


The description of D in the definition “foreign accrual property in- 
come” in subsec. 95(1) amended by 1995, c. 21, subsec, 46(2), ap- 
plicable to taxation years of foreign affiliates of taxpayers that begin 
after 1994 except that, where there has been a change in the taxation 
year of a foreign affiliate of a taxpayer in 1994 and after February 
22, 1994, the amended legislation applies to. taxation years of such 
foreign affiliate of the taxpayer that end after 1994, unless. 


(a) such foreign affiliate had requested that change in the taxa- 
tion year in writing before February 22, 1994 from the income 
taxation authority of the country in which it was resident and 
subject to income taxation; or 


(b) the first taxation year of such foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the time 
that that taxation year would have begun if there had not been 
that change in the taxation of such foreign affiliate. 


The description of D formerly read: 


D is the total of the affiliate’s losses for the year from prop- 
erty and businesses (other than active businesses) deter- 
mined as if there were not included in the affiliate’s in- 
come any amount described in any of pataernns (a) to 
(d) of the description of A, 


The description of G added to the definition “foreign acral prop- 
erty income” in subsec. 95(1) by 1995, c. 21, subsec. 32(3), applica- 
ble to taxation years that end after February 21, 1994. 


Para. (d) of the description of A in “foreign. accrual property in- 


come” added by 1994, c. 7, Sch. If (1991, c. 49), subsec. 71(3),, 


applicable to 1987 et seq. 


The description of D in “foreign accrual property income” amended 
by 1994, c. 7, Sch, II (1991,.c. 49), subsec. 71(4), to parenthesize 


“other than active businesses” and to substitute “paragraphs (a) to 


(d)” for “paragraphs (a), (b) or (c)”, applicable to 1987 et seq. 


Pre-RSC History: The definition “foreign accrual property in- 
come” was para. 95(1)(b). It contained descriptive subparagraphs 
instead of the present formula. The pre-R.S.C. version read: 


(b) “foreign accrual property income” — “foreign accrual 
property income” of a foreign affiliate of a taxpayer, for any 
taxation year of the affiliate, means the amount, if any, by 
which the aggregate of 


(i) the affiliate’s incomes for the year from property and 
businesses other than active businesses, other, than 


(A) interest that would, by virtue of paragraph 
81(1)(m), not be included in computing the income of 
the affiliate if it were resident in Canada, 


(B) a dividend from another foreign affiliate of the 
taxpayer, or 


(C) a taxable dividend to the extent that the amount 
thereof would, if the dividend were received by the 
taxpayer, be deductible by him under section 112, 
and 


(ti) such portion of the affiliate’s taxable capital gains for 
the year from dispositions of property, other than dispo- 
sitions of excluded property to which none of paragraphs 
(2)(c), (d) and (e) apply, as may reasonably be consid- 
ered to have accrued after its 1975 taxation year, and 

(ii. 1)' where the affiliate.is a controlled foreign affiliate of 


the taxpayer, the amount that would be required to be 
included in computing its income for the year if 


(A) subsection 94.1(1) were applicable in computing 
such income, and 


(B) the words “earned directly by the taxpayer” in 
that subsection were replaced by the words “earned 
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by the person resident in Canada in respect of whom 
the taxpayer is a foreign affiliate” 
exceeds the aggregate of 
(iii) the affiliate’s losses for the year from property and 
businesses other than active businesses determined as if 


there were not included in the affiliate’s income any 
amount described in clause (i)(A), (B) or (C), 


(iv) such portion of the, affiliate’s allowable capital losses 
for the year from dispositions of property, other than dis- 
positions of excluded property to which none of 
paragraphs (2)(c), (d) and (e) apply, as may reasonably 
be considered to have accrued after its 1975 taxation 
year, and 


(v) the amount prescribed to be the deductible loss of the 
affiliate for the year and the five immediately preceding 
taxation years; 


Subpara. PC(OIGE, Be added by 1984, c. 45, s. 31, applicable after 
1984. 
Subparas. 95(1)(b)(ii) and (iv) amended by 1980-81-82-83, c. 140, 
subsecs. 57(2), (3), applicable to dispositions occuring after Novem- 
ber 12, 1981. That subpara. formerly read: 
(it) such portion of the affiliate’s taxable capital gains for the 
year from dispositions of property (other than property used 
by it principally for the purpose. of gaining or producing in- 
come from an active business) as may reasonably be consid- 
ered to have accrued after its 1975 taxation year 


(iv) such portion of the affiliate’s allowable capital losses for - 
the year from dispositions of property (other than property 
used by it principally for the purpose of gaining or producing 
income from an active business) as may reasonably be con- 
sidered to have accrued after its 1975 taxation year, and 


Selected Cases [95(1)“foreign accrual property income”): 
Rostland Corp. v. Canada, [1995] 2 C.T.C. 2276 (TCC) (Interest 
income in heavily leveraged real estate venture was income from an 
active business.and not FAPI). 


Regulations: 5903 (prescribed deductible loss); 59072. 8) (trans- 
fer of active business income between foreign affiliates). 


I.T. Application Rules: 35(1) (TAR 26 does not apply in deter- 
mining gains and losses of foreign affiliates; 35(4) (where corpora- 
tion deemed to be foreign affiliate before May 7, 1974 because of 
election). 


Interpretation Bulletins: IT-451R: Deemed disposition. and ac- 
quisition on ceasing to be or becoming resident in Canada. 


“foreign accrual tax” applicable to any amount in- 
cluded in computing a taxpayer’s income by. virtue 
of subsection 91(1) for a taxation year in respect of a 
particular foreign affiliate of the taxpayer means 


(a) the portion of any income or profits :te tax that 
was paid by 


(i). the particular affiliate, or 


(ii) any other foreign affiliate of the taxpayer 
in respect of a dividend received from the par- 
ticular affiliate 


and that may reasonably be regarded as applica- 
ble to that amount, and 


(b) any amount prescribed in respect of the par- 
ticular affiliate to be foreign accrual tax applica- 
ble to that amount; 


Pre-RSC History: The definition “foreign accrual tax” was para. 
95(1)(c).: i 
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Para. 95(1)(c) amended by 1980-81-82-83,.c, 140, subsec. 57(4), 
applicable to 1982 et seg. Para 95(1)(c) formerly read: 


(c) “foreign accrual tax” applicable to any amount included in 
computing a taxpayer’s income by virtue of subsection 91(1) 
for a taxation year in respect of a particular foreign affiliate of 
the taxpayer means the portion of any income or profits tax 
that was paid by 


(i) the particular affiliate, or 


(ii) any other foreign affiliate of the taxpayer in respect 
of a dividend received from the particular affiliate 


and that may reasonably be regarded as applicable; 


Regulations: 5907(1.3) (prescribed foreign accrual tax). 


“foreign affiliate”, at any time, of a taxpayer resi- 
dent in Canada means a non-resident corporation in 
which, at that time, 


(a) the taxpayer’s equity percentage is not less 
than 1%, and 


(b) the total of the equity percentages in the cor- 
poration of the taxpayer and of each person re- 
lated to the taxpayer (where each such equity per- 
centage is determined as if the determinations 
under paragraph (b) of the definition “equity per- 
centage” in subsection (4) were made without 
reference to the equity percentage of any person 
in the taxpayer or in any person related to the tax- 
payer) is not less than 10%, 


except that a corporation is not a foreign affiliate of a 
non-resident-owned investment corporation; 


Related Provisions: 87(8)— Merger of foreign affiliate; 
95(4) — Equity percentage; 128.1(1)(d) — Foreign affiliate becom- 
ing resident in Canada; 233.4(4) — Reporting requirements; 
248(1) 3 


History: The definition “foreign affiliate” in subsec. 95(1) 
amended by 1995, c. 21, subsec. 46(1), applicable to taxation years 
of foreign affiliates of taxpayers that begin after 1994 except that, 
where there has been a change in the taxation year of a foreign affil- 
iate of a taxpayer in 1994 and after February 22, 1994, the amended 
legislation applies to taxation years of such gee affiliate of the 
taxpayer that end after 1994, unless 


(a) such foreign affiliate had requested that change in the taxa- 
tion year in writing before February 22, 1994 from the income 
taxation authority of the country in which it was _Tesident and 
subject to income taxation; or 


(b) the first taxation year of such foreign affiliate that began 
after 1994 began at’a time in 1995 that is earlier than the time 
that that taxation year would have begun if there had not been 
that change in the taxation of such foreign affiliate. 


The definition formerly read: 


“foreign affiliate”, at any time, of a taxpayer (other than a 
non-resident-owned investment corporation) resident in Can- 
ada means a corporation (other than a corporation resident in 
Canada), in which, at that time, the taxpayer’s equity percent- 
age was not less than 10%; 


Pre-RSC History: The definition “foreign lei 
95(1)(d). 


Selected Cases [Subsec. 95(1)“foreign affiliate”]: Old HW- 
GW Ltd. v. Canada, {1993} 1 C.T.C. 363 (RCA); leave to appeal to 
SCC refused (Sept. 30, 1993), Doc: 23591 (SCC) (Puerto Rico sep- 
arate country from US under subsections 5907(10) and (11) of Reg- 
ulations; incentive to promote sales from Puerto Rico to US was 
“export” incentive; dividends from foreign affiliate in Puerto Rico 
not from “exempt surplus’). 


“was para. © 
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1.T. Application Rules: 35(4) (where corporation. deemed. to be 
foreign affiliate due. to election made before May 6, 1974). 


Interpretation Bulletins: IT-343R: Meaning of the term “corpo- 
ration”; IT-451R: Deemed disposition and acquisition on ceasing to 
be or becoming resident in Canada. 


Information Circulars: 77-9R: Books, records and other require- 
ments for taxpayers having foreign affiliates. 


“foreign bank’ means an entity that would be a for- 
eign bank within the meaning assigned by the defini- 
tion of that expression in section 2 of the Bank Act if 
(a) that definition were read without reference to 
the portion thereof after RARABtaRR (g) thereof, 
and 
(b) the entity had not beet exempt under section 
12 of that Act from being a foreign bank; 


History: The definition “foreign bank” added to subsec. 95(1) by 
1995, c. 21, subsec. 46(3), applicable to taxation years of foreign 


_ affiliates of taxpayers that begin after 1994 except that, where there 


has been a change in the taxation year of a foreign affiliate of a 
taxpayer in 1994 and after February 22, 1994, the new: definition 
applies to taxation years of such foreign affiliate of the taxpayer that 
end after 1994, unless 


(a) such foreign affiliate had requested that change in the taxa- 
tion year in writing before February 22, 1994 from the income 
taxation authority of the country in which it was apne and 
subject to income taxation; or zor 

(b) the first taxation year of such foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the time 
that that taxation year would have begun if there had not been. 
that change in the taxation of such-foreign affiliate.. 


“income from an active business” of a foreign af- 
filiate of a taxpayer for a taxation year includes, for 
greater certainty, any income of the affiliate for the 
year that pertains to or is incident to that busintss but 
does not include 


(a) other income that is its income from property 
for the year, or 


(b) its income for the year from a business that is 
deemed by subsection (2) to be a business. other 
than an active business carried on by the affiliate; 


Related Provisions: 95(1)‘‘active business” — Businesses ex- 
cluded; 95(1)“income from property” — Extended meaning of in- 
come from property. 


History: The definition “income from an active business” added to 
subsec. 95(1) by 1995, c. 21, subsec. 46(3), applicable to taxation 
years of foreign affiliates of taxpayers that begin after 1994 except 
that, where there has been a change in the taxation year of a foreign 
affiliate of a taxpayer in 1994 and after February 22, 1994, the new 
definition applies to taxation years of such foreign affiliate of the 
taxpayer that end after 1994, unless 


(a) such foreign affiliate had requested that change in the taxa- 
tion year in writing before February 22, 1994 from the income 
- taxation authority of the country in which it was resident and 
subject to income taxation; or 
(b) the first taxation year of such foreign affiliate that began 
‘after 1994 began at a time in 1995 that is earlier than the time 
that that taxation year would have begun if there had not been 
that change in the taxation of such foreign affiliate. 


‘income from property” of a foreign affiliate of a 
taxpayer for a taxation year includes its income for 
the year from an investment business and its income 
for the year from an adventure or concern in the na- 
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ture of trade, but, for greater certainty, does not in- 
clude its income for the year that 1s because of sub- 
section (2) included in its income’ from an active 
business or in its income from a business other than 
an active business; 


Related Provisions: 9(1) — Determination of income from prop- 


erty; 95(1)“investment business” — Meaning of investment busi- 
ness; 95(2)(1) Income from trading or dealing in indebtedness. 


History: The definition “income from property’? added to subsec. 
95(1) by 1995, c. 21, subséec. 46(3), applicable to taxation years of 
foreign. affiliates. of taxpayers that begin after 1994 except that, 
where there has been a change in the taxation year of a foreign affil- 
iate of a taxpayer in 1994 and'after February 22, 1994, the new defi- 
nition applies to taxation years of such foreign affiliate of the tax- 
payer that end after. 1994, unless 


(a) such foreign affiliate had requested that change in the taxa- 
tion. year in writing before February 22, 1994 from the income 
taxation authority of the country in which it was resident and 
subject to income taxation; or 


(b) the first taxation year of such foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the time 
that ‘that taxation year would have begun if there ‘had not been 
that change in the taxation of such foreign affiliate. 


“investment business” of a foreign affiliate of a tax- 
payer means a business carried on by the affiliate in 
a taxation year (other than a business deemed by 
subsection (2) to be a business other than an active 
business carried on by the affiliate) the principal pur- 
pose of which is to derive-income from property (in- 
cluding interest, dividends, rents, royalties or any 
similar returns or substitutes therefor), income from 
the insurance or reinsurance of risks, income from 
the factoring of trade accounts receivable, or profits 
from. the disposition of investment property, unless it 
is established by the taxpayer or the. affiliate. that, 
throughout the period in the year during which the 
business was carried on by the affiliate, 


(a) the business (other than any business con- 
ducted principally with persons with whom the 
affiliate does not deal at arm’s length) is 


(1) a business carried on by.it as a foreign 
bank, a trust company, a credit union, an in- 
surance corporation or a trader or dealer in se- 
curities or commodities, the activities. of 
which are:regulated in the country in which 
the business is principally carried on, or 


(11) the development of real estate for sale, the 
lending of money, the leasing or licensing of 
property or the insurance or reinsurance of 
risks, and 


-(b) the affiliate or, where the affiliate carries on 
the business as a member of a partnership (except 
where the affiliate is a specified member of the 
partnership in a fiscal period of the partnership 
that ends in the year), the partnership employs 


(1) more than 5 employees full time in the ac- 
tive conduct of the business, or 


(ii) the equivalent of more than 5 employees 
full time in the active conduct of the business 
taking into consideration only the services 
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provided by its employees and the services 
provided outside Canada to the affiliate or the 
partnership by the employees of 


(A) a corporation related to the affiliate 
(otherwise than because of a right referred 
to in paragraph 251(5)(b)), or 


(B) members of the partnership (other than 
a member of the partnership that was a 
specified member of the partnership in a 
fiscal period of the partnership that ends in 
the year) 


where the corporation or members referred to 
in clause (A) or (B) receive compensation 
from the affiliate or the partnership for the 
services provided to the affiliate or the part- 
nership by those employees the value of 
which is not less than the cost to such corpo- 
ration or members of the. compensation paid 
or accruing to the benefit of those employees 
that performed the services during the time 
+ LAC--SCLVICES.4 WELE performed by. those 
employees; 
Related Provisions: 95(1)‘active Basra een) —- Investment 
business excluded from active business; 95(2)(a.2) — Income from 
insurance business; 95(2.1) — Whether dealing with foreign affili- 
ate at arm’s length; 125(7) — Analogous definition of “specified in- 
vestment business” for small business deduction purposes. 


History: The definition “investment business” added to subsec. 
95(1) by 1995, c. 21, subsec. 46(3), applicable to taxation years of 
foreign affiliates of taxpayers that begin after 1994. except that, 
where there has been a change in the taxation year of a foreign affil- 
iate of a taxpayer in 1994 and after February 22, 1994, the new defi- 
nition applies to taxation years of such foreign affiliate of the tax- 
payer that end after 1994, unless 


(a) such foreign affiliate had requested that change in the. taxa- 
tion year in writing before February 22, 1994 from the income 
taxation authority of the country in which it was resident. and 
subject to income taxation; or 


(b) the first taxation year of such foreign affiliate that began 
after 1994 began at a time in 1995. that is earlier than the time 
that that taxation year would have begun if there had not been 
that change in the taxation of such foreign affiliate. 


“investment property” of a foreign affiliate of a 
taxpayer includes 


(a) a share of the capital stock of a corporation 
other than a share of another foreign affiliate of 
the taxpayer that is excluded property: of the 
affiliate, 


(b) an interest in a partnership other than an inter- 
est in a partnership that is excluded property of 
the affiliate, 


(c) an interest in a trust other than an interest-in a 
trust that is excluded property of the. affiliate, 


(d) indebtedness or annuities, 


(e) commodities or commodities futures pur- 
chased or sold, directly or indirectly in any man- 
ner whatever, on a commodities or commodities 
futures exchange (except commodities. manufac- 
tured, produced, grown, extracted or processed 
by the affiliate or a person to whom the affiliate 
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is related (otherwise than becausé of a right’fe- 


ferred to in paragraph 251(5)(b)) or commodities | 


futures in,respect of such Rommodenth, 
“(f) currency, 
(g) real estate, 
(h) Canadian and foreign resource properties, 


(i) interests in funds or-entities other than corpo- 
‘rations, ‘partnerships and trusts, and 


xO) interests. or options in respect of property that. 


is included in any of paragraphs (a) to (i); 


History: The, definition “investment. property” added to subsec. 
95(1)-by,,1995, c, 21, subsec, 46(3), applicable to. taxation years of 
foreign. affiliates of taxpayers that. begin after 1994. except; that, 


where there has been a change in the taxation year of a foreign. affil- 


iate of a taxpayer in 1994 and after February 22, 1994, the new defi- 


nition applies to taxation years of such foreign affiliate of the tax- | 


payer that end after 1994, unless — 


(a) such foreign affiliate had requested that Shane in nthe taxa- 
tion year in writing before February 22, 1994 from the income 
taxation:authority of the’ country-inpwhich it was resident and 
subject to income taxation; or. ». 


(b) the first taxation year. of such foreign aiffiligtes sh began 
after 1994 began at a time in 1995 that is earlier than the time 
that that taxation year would have begun if there had not been 
that-change in the taxation of such foreign affiliate. 


“dease obligation’ of a person includes-an obliga- 
tion under an agreement that authorizes the use. of or 


the. production or reproduction of property sacaene : 


information. or any other thing; 
History: The definition “lease obligation’? added to: Manes 95(1) 


by 1995, c. 21, subsec. 46(3), applicable to taxation. years of foreign — 


affiliates of taxpayers that begin after 1994 except that, where there 
has been a change in the taxation year of a foreign affiliate of a 
taxpayer in 1994 and after February 22, 1994, the new definition 
applies to taxation years of such foreign. affihate of the taxpayer that 
end after 1994, unless 
(a) such foreign affiliate had requested that change in the taxa- 
tion year in writing before February 22, 1994 from the income 
taxation authority of the country in which it was resident and 
subject. to income taxation; Or, 1 


(b) the first taxation year of such foreign affiliate that began 


after 1994 began at a time in.1995 that is earlier than the time © 


that that taxation year would have begun if, there had not been 
that change in the taxation of such foreign affiliate. 


“lending of money” by a person (for the purpose of 

this definition referred to as the “lender”) includes 
(a) the acquisition by the lender of trade accounts 
receivable (other than trade accounts receivable 
owing by a person with whom the lender does not 
deal at arm’s length) from another person or the 
acquisition by the lender of any interest in any 
such accounts receivable, 


(b) the acquisition by the lender of loans made by 


and lending assets (other than loans or lending as- 
sets owing by a person with whom the lender 
does not deal at arm’s length) of another person 
or the acquisition by the lender of any interest in 
such a loan or lending asset, 


(c) the acquisition by the lender of a foreign re- 


source property (other than a foreign’ resource 
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property ‘that is a rental or royalty payable by a 
person with whom the lender does not deal at 
-arm’s length) of another.person, and . 


(d) ‘the’ sale by the lender of loans or lending as- 
sets (other than loans or lending assets owing by 
a person with whom the lender does not deal at 
arm’s length) or the sale by the lender of any in- 
terest in such loans. or lending assets; 
and for the purpose of this definition, the definition 
“lending asset’ in subsection 248(1) shall be read 
without the words “but does not include a prescribed 
property”; 
History: Closing words added to the definition “lending of money” 


in subsec, 95(1) by 1998, c. 19, subsec. 122(3), applicable to taxa- 
tion years of foreign affiliates of taxpayers that begin after 1994, but 


where there was a change in the taxation year of a foreign affiliate 


of a taxpayer in 1994 and after February 22, 1994, the amendment 
applies to;taxation years,of the foreign affiliate that end after 1994 
unless 


o(a) the psion sitios ee reqliested the change in writing 
before February 22, 1994 from: the income taxation authority of 

_ the country, in which the foreign affiliate was resident and sub- 
ject to income taxation, or 


(b) the foreign. affiliate’ s, first taxation. year that began after 
1994 began at-a time in 1995 that is earlier than the time when 
that taxation year would have begun if the change had not 
occurred, 


except that, for taxation years of a foreign affiliate.that ended before 
October 1997, the closing words of the definition “lending of 
money’ ’ shall be read as follows: 


and for the purpose of this definition, the definition ft el 
asset” in subsection 248(1) shall be read without the words 
“but does not include’a prescribed security”; 


The definition “lending of money” added to subsec, 95(1) by. 1995, 
c. 21, subsec. 46(3), applicable to taxation years of foreign affiliates 
of taxpayers that begin after 1994 except that, where there has been 
a change in the taxation year of a foreign affiliate of a taxpayer in 
1994 and after February 22, 1994, the new defintion applies to taxa- 
tion years of such foreign affiliate of the taxpayer that end after 
1994, unless 


‘(a) such foreign affiliate had requested that change in the taxa- 
tion year in writing before February 22, 1994 from the income 
taxation authority of the country in which it was resident and 
subject to income taxation; or 


(b) the first taxation year of such foreign affiliate that began 
after 1994 began ata time in 1995 that is earlier than the time 
that that taxation year would have begun if there had not been 
that change in the taxation of such foreign affiliate: 


“licensing of property” includes authorizing the use 
of or the production or reproduction of property in- 
cluding information or any other thing;. 


History: The definition “licensing of property” added to subsec. 
95(1) by 1995, c. 21, subsec. 46(3), applicable to taxation years: of 
foreign affiliates of taxpayers that begin after 1994 except that, 
where there has been a change in the taxation year of a foreign affil- 
iate of a taxpayer in 1994 and after February 22, 1994, the new defi- 
nition applies to taxation years of such foreign affiliate of the tax- 
payer that end after 1994, unless 


(a) such foreign affiliate had requested that change in the taxa- 
tion year in writing before February 22, 1994 from the income 
taxation authority of the country in which it was resident and 
subject to income taxation; or 

(b) the first taxation year'of such foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the time 
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that that taxation year would have begun if there had not been 
that change in the taxation of such foreign affiliate. 


“participating percentage” of a particular share 
owned by a taxpayer of the capital stock of a corpo- 
ration in respect of any foreign affiliate of the tax- 
payer that was, at the end of its taxation year, a con- 
trolled foreign affiliate of the taxpayer is 


(a) where the foreign accrual property income of 
the affiliate for that year is $5,000 or less, nil, and 


(b) where the foreign accrual property income of 
the affiliate for that year exceeds $5,000, 


(1) where the affiliate and each corporation 
that is relevant to the determination of the tax- 
payer’s equity percentage in the affiliate has 
only one class of issued shares at the end of 
that taxation year of the affiliate, the percent- 
age that would be the taxpayer’s equity per- 
centage in the affiliate at that time on the as- 
sumption that the taxpayer owned no shares 
other than the particular share (but in no case 
shall that assumption be made for the purpose 
of determining whether or not a corporation is 
a foreign affiliate of the taxpayer), and 


(ii) in any other case, the percentage deter- 
mined in prescribed manner; 
Related Provisions: 95(1) — Foreign accrual property income; 
95(1) — Foreign affiliate; 95(4) — Equity percentage. 
Pre-RSC History: The definition “participating percentage” was 
para. 95(1)(é). 
Regulations: 5904 (prescribed manner). 


‘relevant tax factor”? means 
(a) where the taxpayer is an individual, 2, or 


(b) where the taxpayer is a corporation, the quo- 
tient obtained when one is divided by the percent- 
age set out in paragraph 123(1)(a); 
Pre-RSC History: The definition “relevant tax factor” was para. 
95(1)(f). 


Subpara. 95(1)(f)(ii) substituted by 1985, c. 45, subsec. 47(1), appli- 
cable to taxation years commencing after June 22, 1984. Subpara. 
95(1)(f)Gi) formerly read: 


(11) where the taxpayer is a corporation, the factor obtained 
when one is divided by the percentage referred to in section 
123 for the taxation year; 


“surplus entitlement percentage’’, at any time, of a 
taxpayer in respect of a foreign affiliate has the 
meaning assigned by regulation; and 

Pre-RSC History: The definition “surplus entitlement percent- 
age” was para. 95(1)(f-1). 

Para. 95(1)(f.1) added by 1980-81-82-83, c. 140, subsec. 57(5), ap- 
plicable after November 12, 1981. 


Regulations: 5905(13). 


“taxation year” in relation to a foreign affiliate of a 
taxpayer means the period for which the accounts of 
the foreign affiliate have been ordinarily made up, 
but no such period may exceed 53 weeks. 


Related Provisions: 95(1) — Foreign affiliate; 249 — Taxation 
year. 
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Pre-RSC History: The definition “taxation year” was para. 
95(1)(g). 


“trust company” includes a corporation that is resi- 
dent in Canada and that is a loan company as defined 
in subsection 2(1) of the Canadian Payments Associ- 
ation Act. 

History: The definition “trust company” added to subsec. 95(1) by 
1998, c. 19, subsec. 122(4), applicable to taxation years of foreign 
affiliates of taxpayers that begin after 1994 except that, where: there 
was a change in the taxation year of a foreign affiliate of a taxpayer 
in 1994 and after February 22, 1994, the amendment applies to taxa- 
tion years of the foreign affiliate that end after 1994 unless 


(a) the foreign affiliate had requested the change in writing 
before February 22, 1994 from the income taxation authority of 
the country in which the foreign affiliate was resident and sub- 
ject to income taxation; or 


(b) the foreign affiliate’s first taxation year that began after 
1994 began at a time in 1995 that is earlier than the time when 
that taxation year would have begun if the change had not 
occurred. 


(2) Determination of certain components of 
foreign accrual property income — For the 
purposes of this subdivision, 


(a) in computing the income from an active busi- 
ness for a taxation year of a particular foreign af- 
filiate of a taxpayer in respect of which the tax- © 
payer has a qualifying interest throughout the 
year there shall be included any income of the af- 
filiate for that year from sources in a country 
other than Canada that would otherwise be in- 
come from property of the affiliate for the year to 
the extent that 


(i) the income 


(A) is derived by the particular affiliate 
from activities that can reasonably be con- 
sidered to be directly related to the active 
business activities carried on in a country 
other than Canada by 


(1) any other non-resident corporation 
to which the particular affiliate and the 
taxpayer are related throughout the 
year, or 


(II) the taxpayer, where the taxpayer is 
a life insurance corporation resident in 
Canada throughout the year, and 


(B) would be included in computing the 
amount prescribed to be the earnings or 
loss from an active business carried on in a 
country other than Canada of . 


(1) the non-resident corporation to 
which the particular affiliate and the 
taxpayer are related throughout the 
year, or — 


(II) the taxpayer, where the taxpayer is 
a life insurance corporation resident in 
Canada throughout the year 


if it were a foreign affiliate of the taxpayer 
and the income were earned by it, 
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(ii) the income is.derived, from amounts. that 
were paid or payable, directly or indirectly, to 
the particular affiliate or a partnership of 


loss from. an active business carried on by 
it-outside Canada, 


(D) by another foreign affiliate of the tax- 


which the particular affiliate was a member 


(A) by 
(1) a non-resident BRS BANE to which 


the particular. affiliate and the taxpayer 
are related throughout the year, or 


(II) a partnership of which a non-resi- 


dent corporation to which the particular. 


affiliate and the taxpayer are related 
throughout the year is a member and of 
which that non-resident: corporation is 
not a specified member at any time in a 
fiscal period of the Deu ASIyRAD that 
ends in the year 


to the extent that those amounts that were 
paid or payable are for expenditures that 
would, if the non-resident corporation or 
the partnership were a foreign affiliate of 
the taxpayer, be deductible by it in the year 
or a subsequent year in computing the 
amounts ‘prescribed to be its earnings or 
- loss from an active business, other than an 
active business carried on in Canada, 


(BD Dys 4: | 
(1) another foreign affiliate of the tax- 
payer in respect of which the taxpayer 
has a qualifying interest throughout the 
year, or 


(II) a partnership of which another for- 
eign affiliate of the taxpayer in respect 
of which the taxpayer has a qualifying 
interest throughout the year is a mem- 
ber and of which that other affiliate is 
not a specified member at any time in a 
fiscal period of the partnership that 
ends in the year 


to the extent that those amounts that were 
paid or payable are for expenditures. that 
were or would be, if the partnership were a 
foreign affiliate of the taxpayer, deductible 
in the year or a subsequent taxation year 
by the other affiliate or the partnership in 
computing the amounts prescribed to be its 
earnings or loss from an active business, 
other than an active business carried on in 
Canada,“ 

(C) by a partnership of which the particu- 
lar affiliate is a member and of which the 


particular affiliate is not a specified mem- 


ber at any time in a fiscal period of the 
partnership that ends in the year to the ex- 
tent that those amounts that were paid or 
payable were for expenditures that would 
be, if the partnership were a. foreign affili- 
ate of the taxpayer, deductible in the year 
or a subsequent year in computing the 
amounts prescribed to be its earnings or 
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payer (in this clause referred to as the “sec- 
ond affiliate”) to which the particular affil- 
late. and the taxpayer are related 
throughout the year to the extent that the 
-amounts are paid or.payable by the second 
affiliate 


(1) under a legal iret to pay inter- 

‘est on. borrowed money used for the 
purpose of earning income from prop- 
erty, or 


(I) on an amount: abd for property 
acquired for the purpose of gaining or 
producing income from property 
where 
(III) the property is excluded property 
of the second affiliate that.is shares of a 
foreign affiliate (other than the. particu- 
lar. affiliate) of the taxpayer in respect 
of which the taxpayer has a qualifying 
interest throughout the year (in this 
clause » telerred? 0. "as , the,” third 
affiliate”), a 4 
(IV) the second and third affiliates are 
resident in and subject to income taxa- 
tion in the same country, and 


(V) the amounts. paid or payable are 
relevant in computing the liability for 
income taxes in that country of the 
members of a group of. corporations 
composed of the second affiliate and 
one or more other foreign affiliates of 
the taxpayer (the shares of. which are 
excluded property) that are:resident and 
subject to income taxation in that coun- 
try and in respect of which the taxpayer 
has ‘a qualifying interest throughout the 
year, or 


(E) by the taxpayer, where the taxpayer is 
a life insurance corporation resident in 
Canada (in this clause referred to as the 
“insurer’’), to the extent that those amounts 
that were paid or payable were for expend- 
itures that are deductible in the year or a 
subsequent taxation year by the insurer in 
computing its income or loss from carrying 
on its life insurance business outside Can- 
ada and are not deductible in the year or a 
subsequent taxation year in computing its 
income. or loss from carrying on its life in- 
surance business in Canada, 


(iii) the income is derived by the particular af- 
filiate from the factoring of trade accounts re- 
ceivable acquired by the particular affiliate or 
a partnership of which the particular affiliate 
was a member from a non-resident corpora- 
tion to which the particular affiliate and the 
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taxpayer are related throughout the year to the 
extent that the accounts receivable arose in the 
course of an active business. carried on in a 
country other than Canada by the non-resident 
corporation, or | 


(iv) the income is derived by the Meirticular af- 
filiate from loans or lending assets acquired 
by the particular affiliate or a partnership of 
which the particular affiliate: was a member 
from a non-resident corporation to which the 
particular affiliate and the taxpayer are related 
throughout the year to the extent that the loans 
or lending assets arose in the course of an ac- 
tive business carried on in a country other 
than Canada by the non-resident corporation; 


(a.1) in computing the income from a business 
other than an active business for a taxation year 
of a foreign affiliate of a taxpayer there shall be 
included the income of the affiliate for the year 
from the sale of property (which, for the purposes 
of this paragraph, includes the income of the af- 
filiate for the year from the performance of ser- 
vices as an agent in relation to a purchase or sale 
of property) where 


(i) it is reasonable to conclude that the cost to 
any person of the property (other than prop- 
erty that was manufactured, produced, grown, 
extracted or processed in Canada by the tax- 
payer or a person with whom the taxpayer 
does not deal at arm’s length in the course of 
carrying on a business in Canada and that was 
sold to non-resident persons other than the af- 
filiate or sold to the affiliate for sale to non- 
resident persons) is relevant in computing the 
“income from a business carried on by the tax- 
payer or a person resident in’ Canada with 
whom the taxpayer does not deal at arm’s 
length or is relevant in computing the income 
from a business carried on in Canada by a 
non-resident: person with whom the taxpayer 
does not deal at arm’s length, and 


(ii) the property was not manufactured, pro- | 
duced, grown, extracted or processed in the 
country under whose laws the affiliate was — 


formed or continued and exists and is gOv- 
erned and in which the affiliate’s business is 
principally carried on, 


unless more than 90% of the gross revenue of the 
affiliate for the year from the sale of property is 
derived from the sale of such property (other than 


a property described in subparagraph (ii) the cost 


of which to any person is a cost referred to in 
subparagraph (i)) to persons with whom the affil- 
iate deals at arm’s length (which, for this pur- 
pose, includes a sale of property to a non-resident 
corporation with which the affiliate does not deal 
at arm’s length for sale to persons with whom the 
affiliate deals at arm’s length) and, where this 
paragraph applies to include income of the affili- 
ate from the sale of property in the income of the 
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affiliate from a business other Eps an active 
business, 


(iti) the:sale of such property shall be deemed 
to be a separate business, other than an active 
business, carried on by the affiliate, and 


(iv) any income of the affiliate that pertains to 
or is incident to that:business shall be deemed 
to be income from a business other than an ac- 
tive business; : 


(a.2) in computing the income from a business 
other than an active business for a taxation year 
of a foreign affiliate of a taxpayer there shall be 
included the income of the affiliate for the year 


‘from the: insurance of a risk: (which, for the pur- 


poses of this paragraph, includes income of the 
affiliate for the year from the reinsurance of a 
risk) where the risk was in respect of, 


(i) a person resident in Canada, 
(i1) a property situated in Canada, or 
(111) a business carried on in Canada 


unless-more than 90% of the gross premium reve- 
nue of the affiliate for the year from the insurance 
of risks (net of reinsurance ceded) was in respect 
of the insurance of risks (other than risks in re- . 
spect of a person, a property or a business de- 
scribed in subparagraphs (i) to (i11)) of persons 
with whom the affiliate deals at arm’s length and, 
where this paragraph applies to include income of 
the affiliate from the insurance of risks in the in- 
come of the affiliate from a arses other than 
an active business, | 


(iv) the insurance of those tisks shall be 
deemed to be a separate business, other than 
an active business, carried on by the affiliate, 
ance ae late 

(v) any income of the. affiliate that pertains to 
or is incident to that business shall be deemed 
to be income from a Pusiness other than an ac- 
tive business; 


(a.3) in computing the income from a business 


.. other than an active business for a taxation year 


of a foreign affiliate of a taxpayer. there shall be 
included the income of the affiliate for the year 
derived. directly or, indirectly from indebtedness 
(other than a specified deposit, with a prescribed 
financial institution) and lease . obligations 
(which, for the purposes of this paragraph, in- 
cludes the income of the affiliate for the year 
from the purchase and sale of indebtedness and 


lease obligations on its own account) 


(i) of persons resident in Canada, or 


(ii) in respect. of businesses carried on in 
Canada: ..., 


unless more than 90% of the gross revenue of the 


affiliate derived directly or indirectly from in- 
~ debtedness (other than a specified deposit with a 


prescribed financial institution) and lease obliga- 
tions was derived directly or indirectly from in- 
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debtedness and lease obligations of non-resident 
persons with whom the affiliate deals at arm’s 
length and, where this paragraph applies to in- 
clude income of the affiliate for the year in the 
income of the affiliate from a business other than 
an active business, 


(111) those activities carried out to earn such 
income shall be deemed to bea separate busi- 
ness, other than an active business, carried on 
by the affiliate, and 


(iv) any income of the affiliate that pertains to 

or is incident to that business shall be deemed 

to be income from a business other than an ac- 
tive business; 


(a.4) in.computing the income from a business 
other than an active business for a. taxation year 
of a foreign affiliate of a taxpayer there shall be 
included (to the extent not included. under para- 
graph (a.3) in such income of the affiliate for the 
year) that proportion of the income of the affiliate 
for the year derived directly or indirectly from in- 
debtedness and lease obligations (which, for the 
purposes of this paragraph, includes the income 
of the affiliate for the year from the purchase and 
_ sale. of indebtedness and lease obligations on its 
own account) in respect of a business carried on 
outside Canada by a partnership (any portion of 
the income or loss of which for fiscal periods of 
the partnership that end in the year is included or 
would, if the partnership had an income or loss 
for such fiscal periods, be included directly or in- 


directly in computing the income or loss of the | 


taxpayer or’a person resident in Canada with 
whom the taxpayer does not deal at arm’s length) 
that 


(i) the total of all amounts each of which is the 
income or loss:of the partnership for fiscal pe- 
riods of the partnership that end in the year 
that are included directly or indirectly in com- 
puting the income or loss of the taxpayer or a 
person resident in Canada with whom the tax- 
payer does not deal at arm’s length 


is of 


(ii) the total of all amounts each of which is 
the income or loss of the partnership for fiscal 
periods of the partnership that end in the year 


unless more than 90% of the gross revenue of the 
affiliate derived directly or indirectly from in- 
debtedness and lease obligations was derived di- 
rectly or indirectly from indebtedness and lease 
obligations of non-resident persons with whom 
the affiliate deals at arm’s length (other than in- 
debtedness and lease obligations of a partnership 
described in this paragraph) and where this para- 
graph applies to include a proportion of the in- 
come of the affiliate for the year in the income of 
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the affiliate from a business other than an active 
business SILER 


(111) those activities carried out to earn such 
income of the affiliate for the year shall be 
deemed to be a separate business, other than 
an active business, carried on by the affiliate, 
and P ate 


(iv) any income of the affiliate that pertains to 
or is incident to that business shall be deemed 
to be income from a business other than an ac- 
tive business 


and for the purpose of this paragraph, where the 
income or loss of a partnership for a fiscal period 


that ends in the year is nil, the proportion of the 


income of the affiliate that is to be included in the 
income of the affiliate for the year from a busi- 
ness other than an active business shall be deter- 
mined as if the partnership had income of 
$1,000,000 for that fiscal period; 


(b) where a controlled foreign affiliate of a tax- 
payer provides services or an undertaking to pro- 
vide services and 


(1) the amount paid or payable in considera- 
tion therefor 


(A) is deductible in computing the income 
from a business carried on in Canada by 
any person in relation to whom the affiliate 
is a controlled foreign affiliate: or by a per- 
son related to that person, or 


(B) was paid or payable by a person other 
than the taxpayer and can reasonably be 
considered to relate to an amount that was 
deductible by the taxpayer or a person re- 
lated to the taxpayer in computing the in- 
come of that taxpayer or person from a 
business carried on in Canada, or 


(ii) the services are performed or are to be 
performed by any person referred to in sub- 
paragraph (1) who is an individual resident in 
Canada, 


the provision of those services or the undertaking 
to provide those services shall be deemed to be a 
separate business, other than an active business, 
carried on by the affiliate, and any income from 
that business, or that pertains to or is incident to 
that business shall be deemed to be income from 
a business other than an active business; 


(c) where a foreign affiliate of a taxpayer (in this 
paragraph referred to as the “disposing affiliate’) 
has disposed of capital property that was shares 
of the capital stock of another foreign affiliate of 
the taxpayer (in this paragraph referred to as the 
“shares disposed of’’) to any corporation that was, 
immediately following the disposition, a foreign 
affiliate’ of the taxpayer (in this paragraph re- 
ferred to as the “acquiring affiliate”) for consider- 
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ation including shares of the capital stock of the 

acquiring affiliate, ; 
(i) the cost to the disposing affiliate of any 
property (other than shares of the capital stock 
of the acquiring affiliate) receivable by the 
disposing affiliate as consideration for the dis- 
position shall be deemed to be the fair market 
value of the property at the time of the 
disposition, 


(ii) the cost to the disposing affiliate of any 
shares of any class of the capital stock of the 
acquiring affiliate receivable by the disposing 
affiliate as consideration for the disposition 
shall be deemed to be that proportion of the 
amount, if any, by which the total of the rele- 
vant cost bases to it, immediately before the 
disposition, of the shares disposed of exceeds 
the fair market value at that time of the. con- 
sideration receivable for the disposition (other 
than shares of the capital stock of the acquir- 
ing affiliate) that 

(A) the fair market value, immediately af- 

ter the disposition, of those shares of the 

acquiring affiliate of that ERS 


is of 


(B) the fair market value, immediately af- 
ter the disposition, of all shares of the capi- 
tal stock of the acquiring affiliate receiva- 
ble by the’ disposing © affiliate as 
consideration for the disposition, 
(iii) the disposing affiliate’s proceeds of dis- 
position of the shares shall be deemed to be an 
amount equal to the cost to it of all shares and 
other property receivable by it from the ac- 
quiring affiliate as consideration for the dispo- 
sition, and 


(iv) the cost to the acquiring ntfiitane of the 
shares acquired from the disposing affiliate 
shall be deemed to be an amount equal to the 
disposing affiliate’s proceeds of disposition 
referred to in subparagraph (111); 
(d) where there has been a foreign merger in 
which the shares owned by a foreign affiliate of a 
taxpayer of the capital stock of a corporation that 
was a predecessor foreign corporation immedi- 
ately before the merger were exchanged for or 
became shares of the capital stock of the new for- 
eign corporation, subsection 87(4) applies to the 
foreign affiliate as if the references in that sub- 
section to 


(i) “amalgamation” were read as peUEeeEd 
merger’, 


(11) “predecessor corporation” were read as 
“predecessor foreign corporation’, 

(ii1) “new corporation’ were read as “new for- 
eign corporation”, 


(iv) “adjusted cost base” were read as “rele- 
vant cost base’, and 


746 


Income Tax Act, Part I, Div. B 


(v) “May 6,.1974” were read as mvenrsgiih 
12, 2198175 


(d.1) where there has been a hl tiga of 


two or more predecessor foreign corporations, in 
respect of each of which a taxpayer’s.surplus.en- 
titlement percentage was not less than 90% im- 
mediately before the merger, to form a new for- 
eign. corporation in respect. of which the 
taxpayer’s surplus entitlement percentage: imme- 
diately after the merger was not less. than 90%, 
other than a foreign merger where, under the in- 


~ come tax law of ‘the country in which the prede- 


cessor foreign corporations ‘were resident imme- 
diately before’ the merger, a gain or loss was 
recognized in respect of any capital property of a 
predecessor foreign corporation that became cap- 
ital property of the new foreign corporation in the 
course of the merger, 


(i) each capital property of the new fie en 
corporation that was a capital property of a 
predecessor foreign corporation immediately 
before the merger shall be deemed to have 
been disposed of by the predecessor foreign 
corporation immediately before the merger for 
proceeds of disposition equal to the cost 
amount of the property to the predecessor for- 
eign eee ue at that time; and ° 


. (1) for the purposes of this Eaicoratenn 4 the 
definition “foreign accrual property income” 
in subsection (1), the new foreign corporation 
shall; with respect to any disposition by it of 
any capital property to which subparagraph (1) 
applied, be deemed to be the same corporation 
as, and a continuation of, the predecessor for- 
eign corporation that owned the property im- 
mediately before the esky 


but for greater certainty nothing i in this eset eS 


shall, affect. the determination of whether any 
property of a predecessor foreign corporation is 


disposed. of on a foreign merger other: than one to 


which this DaneNe applies; 


(e) except as otherwise ptovided in ‘paragraph 
(e.1), where on the dissolution of a foreign affili- 
ate of a taxpayer (in this paragraph referred to as 
the “disposing affiliate’) one or more shares of 
the capital stock-of another foreign affiliate of the 
taxpayer have been disposed of to a shareholder 
that is another foreign affiliate of the taxpayer, 


(i) the disposing affiliate’s proceeds of dispo- 
sition of each such share and the cost thereof 
to the shareholder shall be deemed to be an 
amount equal to the relevant cost base to the 
disposing affiliate of the share immediately 
before the dissolution, and — 


(ii) the shareholder’s. proceeds: of disposition 
of the shares of the disposing affiliate shall be 
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deemed to be the amount, if any, by which the 
total of 


(A) the cost to the shareholder of the 
shares of the other foreign affiliate, as de- 
“termined in subparagraph (i), and 


(B) the fair market value of any property 
(other than the shares referred to in clause 
(A)) disposed of by the disposing affiliate 
to the shareholder on the dissolution, 


exceeds 


(C):the total of all:amounts each of which 
is the amount of any debt owing by the 
disposing affiliate, or of any other obliga- 
tion of the disposing affiliate to pay any 
amount, that was outstanding immediately 
before the dissolution and that was as- 
sumed or cancelled by the shareholder on 
the dissolution; | 


(e.1) where there has been a liquidation and a dis- 
solution of a foreign affiliate (in this paragraph 
referred to as the “disposing affiliate’) of a tax- 
payer in respect of which, immediately before the 
liquidation, the taxpayer’s surplus entitlement 
percentage was not less than 90%, other than a 
liquidation and a dissolution where, under the in- 
come tax law of the country in which the dispos- 
ing affiliate was resident immediately before the 
liquidation, a gain or loss was recognized by the 
disposing affiliate in respect of any capital prop- 


erty distributed by it in the course of the liquida- 


tion to another foreign affiliate of the taxpayer 

resident in that country, the following rules ap- 

ply: 
(i) each capital property of the disposing affil- 
iate that was so distributed to another foreign 
affiliate of the taxpayer shall be deemed to 
have been disposed of by the disposing affili- 
ate for proceeds of disposition equal to the 
cost amount of the property to the disposing 
affiliate immediately before the distribution, 


(ii) for the purposes of this subsection and the 
definition “foreign accrual property income” 
in subsection (1), the other affiliate shall, with 
respect to any disposition by it of capital prop- 
erty to which subparagraph (i) applied, be 
deemed to be the same corporation as, and a 
continuation of, the disposing affiliate, and 


(111) the other affiliate’s proceeds of disposi- 
tion of the shares. of the capital stock of the 


disposing affiliate disposed of in the course of | 


the liquidation shall be deemed. to be the. ad- 
justed cost base of those shares to the other 
affiliate immediately before the disposition; 


(f) except as otherwise provided in this subsec- 
tion, each taxable capital gain and each allowable 
capital loss of a foreign affiliate of a taxpayer 
from the disposition of property shall be com- 
puted in accordance with Part I, read without ref- 
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erence to section 26 of the Income Tax Applica- 
tion Rules, as though the affiliate were resident in 
Canada 


(i) where that gain or loss is the gain or loss of 
a controlled foreign affiliate from the disposi- 
tion of property to. which paragraph (c), (d) or 
(e) or 88(3)(a) applies or from any other dis- 
position of property (other than excluded 
property), in Canadian currency, and . 


(i1) in any other case, on the assumption that 
the currency of the country in which the affili- 
ate is resident or such other currency as is rea- 
sonable in the circumstances (in this subpara- 
graph referred to as the “calculating 
currency”) were the currency of Canada and, 
where subsection 39(2) 1s applicable, on the 
further assumptions that 


(A) the reference in that subsection to “the 
currency or currencies of one or more 
countries other than Canada relative to Ca- 
nadian currency” were read as a reference 
to “one or more currencies other than the 
calculating currency relative to the calcu- 
lating currency”, and 


(B) the references therein to “of a country 
other than Canada” were read as references 
to “of a country other than the country of 
the calculating currency”’, 


except that in computing any such gain or loss 
from the disposition of property owned by the af- 
filiate at the time it last became a foreign affiliate 
of the taxpayer there shall not be included such 
portion of the gain or loss, as the case may be, as 


‘may reasonably be considered to have accrued 


during the period that the affiliate was not a for- 
eign affiliate of 


(iii) the taxpayer, 


(iv) any person with whom the taxpayer was 
not dealing at arm’s length, 


(v) any person with whom the taxpayer would 
not .have been dealing at arm’s. length if the 
person had been in existence after the. tax- 
payer came into existence, 


(vi) any predecessor corporation (within the 
meaning assigned by subsection 87(1)) of the 
taxpayer or of a person described in subpara- 
graph (iv) or (v), or 


(vil) any predecessor corporation (within the 
meaning assigned by paragraph 87(2)(1.2)) of 
the taxpayer or of a person described in sub- 
paragraph (iv) or (v); 


(g) where, by virtue of a fluctuation in the value 
of the currency of a country other than Canada 
relative to the value of the Canadian-dollar, a for- 
eign*affiliate of a taxpayer has realized a taxable 
capital gain or an allowable capital loss in a taxa- 
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tion year on the settlement of a debt that was ow- 
ing to 


(i) another foreign affiliate of the taxpayer or 
any other non-resident corporation with which 
the taxpayer does not deal at arm’s length, or 


(ii) the affiliate by another foreign affiliate of 
the taxpayer or any other non-resident corpo- 
ration with which the taxpayer does not deal 
at arm’s length, 


such gain or loss, as the case may be, shall be 
deemed to be nil; 


(g.1) in computing the foreign accrual property 
income of a foreign affiliate of a taxpayer the Act 
shall be read 


(i) as if the expression “income, taxable in- 
come or taxable income earned. in Canada, as 
the case may be” in the definition “commer- 
cial debt obligation” in subsection 80(1) were 
read as “foreign accrual property income 
(within the meaning assigned by subsection 
95(1))”, and 


(ii) without reference to subsections 80(3) to 
(12) and (15) and 80.01(5) to (11) and sec- 
tions 80.02 to 80.04; © 


(h) where, by virtue of a fluctuation in the value 
of the currency of a country other than Canada 
relative to the value of the Canadian dollar, a for- 
eign affiliate of a taxpayer has realized a taxable 
capital gain or an allowable capital loss in a taxa- 
tion year on © 


(i) the redemption, cancellation or acquisition 
of a share of the capital stock of, or the reduc- 
tion of the capital of, another foreign affiliate 
of the taxpayer, or 


(11) the disposition to a person with whom the 
taxpayer does not deal at arm’s length of a 
share of the capital stock of another foreign 
affiliate of the taxpayer, 


that gain or loss, as the case may be, shall be 
deemed to be nil; 


(1) any gain or loss of a foreign affiliate of a tax- 
payer from the settlement or extinguishment of a 
debt that related at all times to the acquisition of 
excluded property shall be deemed to be a gain or 
loss from the disposition of excluded property; 


(j) the adjusted cost base to’a foreign affiliate of a 
taxpayer of an interest in a partnership at any 
time shall be such amount as is prescribed by 
regulation; 


(k) where, in a particular taxation year, a foreign 
affiliate of a taxpayer 


(i) carries on an investment business outside 
Canada and, in the preceding taxation year, 
that business was not an investment business 
of the affiliate (or the definition “investment 
business” in subsection (1) did not apply in re- 
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spect of the business in the preceding taxation 
year), or 


(ii) is deemed by paragraph (a.1), (a.2), (a.3) 
or (a.4) to: carry on a separate business, other 
than an active business, and, in the preceding 
taxation year, that paragraph did not apply to 
deem the affiliate to be carrying on that sepa- 
rate business, 


for the purpose of computing the. income of the 
affiliate from the investment business or the sepa- 
rate business as the case may be (in this subsec- 
tion referred to as the “foreign business’’) for the 
particular year and each subsequent taxation year 
in which the foreign business is carried on, 


(til) the affiliate shall be deemed 


(A) to have begun to carry on the foreign 
business in Canada at the later of the time 
the particular year began or the time that it 
began to carry on the foreign business, and 


(B) to have carried on the foreign business 
in Canada throughout that part of the par- 
ticular year and each such subsequent taxa- 
tion year in which the foreign business was 
carried on by. it, 


(iv) where the foreign business of the affiliate 
is a business in respect of which, if the foreign 
business were carried on in Canada, the affili- 
ate would be required by Jaw to report to a 
regulating authority in Canada suchas the Su- 
perintendent of Financial Institutions or a sim- 
ilar authority of a province,. the affiliate shall 
be deemed to have been required by law to re- 
port to and to have been subject to the super- 
vision of such regulating authority, and 


(v) paragraphs 138(11.91)(c) to.(f)..apply to 
the affiliate for the.particular..year ayaa 
of the foreign business as if 


(A) the affiliate were the insurer referred 
to in subsection 138(11.91), 


(B) the particular year of the affiliate were 
the particular year of the insurer referred to 
in that subsection, and 


(C) the foreign business of the Affiliate 
were the business of the i insurer oe to 
in that subsection; ‘ 


(1) in computing the income from property for a 
taxation year of a foreign affiliate of a taxpayer 
there shall be included the income of the affiliate 
for the year from a business (other than an invest- 
ment business of the affiliate) the principal pur- 
pose of which is to derive income from trading or 
dealing in indebtedness (which for the purpose of 
this paragraph includes the earning of interest on 
indebtedness) other than 


(i) indebtedness owing by persons with aim 
the affiliate deals at arm’s length who are resi- 
dent in the country in which the affiliate was 
formed or continued and exists and is gov- 


Subdiv. i — Shareholders of Non-Resident Corporations S. 95(2) 


erned and in which the business is principally 
carried on, or 


(i1) trade accounts receivable owing by per- 
sons with whom the affiliate deals at arm’s 
length, 


unless 


(ii1) the business is carried on by the affiliate 
as a foreign bank, a trust company, a credit 
union, an insurance corporation or a trader or 
dealer in securities or commodities, the activi- 
ties of which are regulated in the country 
under whose laws the affiliate was formed or 
continued: and exists and is governed and in 
which the business is principally carried on, 
and 


(iv) the taxpayer is 


(A) a bank, a trust company, a credit 
union, an insurance corporation or a trader 
or dealer in securities or commodities resi- 
dent in Canada, the business activities of 
which are subject by law to the supervision 
of a regulating authority such as the Super- 
intendent of Financial Institutions or a sim- 
ilar authority of a province, 


(B) a subsidiary wholly-owned corporation 
of a corporation described in clause (A), or 


(C) a corporation of which a corporation 
described in clause (A) is a subsidiary 
wholly-owned corporation; and 


(m) a taxpayer has a qualifying interest in respect 
of a foreign affiliate of the taxpayer at any time 
if, at that time, the taxpayer owned 


(i) not less than 10% of the issued and out- 
_ standing shares (having full voting rights 
under all circumstances) of the affiliate, and 


(ii) shares of the affiliate having a fair market 
value of not less than 10% of the fair market 
value of all the issued and outstanding shares 
of the affiliate 


and for the purpose of this paragraph 


(iii) where, at any time, shares of a corpora- 
tion are owned or are deemed for the purposes 
of this paragraph to be owned by another cor- 
poration (in this paragraph referred to as the 
“holding corporation’), those shares shall be 
deemed to be owned at that time by each 
shareholder of the holding corporation in a 
proportion equal to the proportion of all such 
shares that 


(A) the fair market value of the shares of 
the holding corporation owned at that time 
by the shareholder 


is of 
(B) the fair market value of all the issued 


shares of the holding corporation outstand- 
ing at that time, 


(iv) where, at any time, shares of a corpora- 
tion are property of a partnership or are 
deemed for the purposes of this paragraph to 
be property of a partnership, those shares shall 
be deemed to be owned at that time by each 
member of the partnership in a proportion 
equal to the proportion of all such shares that 


(A) the member’s share of the income or 
loss of the partnership for its fiscal period 
that includes that time 


is of 
(B) the income or loss of the partnership 
for its fiscal period that includes that time 


and for the purpose of this subparagraph, where 
the income and loss of the partnership for its fis- 
cal period that includes that time are nil, that pro- 
portion shall be computed as if the partnership 
had income for the period in the amount of 
$1,000,000, and 


(v) where, at any time, a person is a holder of 
convertible property issued by the affiliate 
before June 23, 1994 the terms of which con- 
fer on the holder the nght to exchange the 
convertible property for shares of the affiliate 
and the taxpayer elects in its return of income 
for its first taxation year that ends after 1994 
to have the provisions of this subparagraph 
apply to the taxpayer in respect of all the con- 
vertible property issued by the affiliate and 
outstanding at that time, each holder shall, in 
respect of the convertible property held by it 
at that time, be deemed to have, immediately 
before that time, 


(A) exchanged the convertible property for 
shares of the affiliate, and 


(B) acquired shares of the affiliate in ac- 
cordance with the terms and conditions of 
the convertible property. 


Related Provisions: 20(3)— Purpose for which borrowed 
money deemed to haye been used; 53(1)(c) — Addition to adjusted 
cost base of share; 87(8.1) — Foreign merger; 94(1)(d) — Applica- 
tion of certain provisions to trusts not resident in Canada ; 
95(2.2)-(2.5) — Interpretation rules for 95(2)(a) to (a.3); 95(3) — 
“Services” defined; 95(6) — Anti-avoidance rules; 253 — Whether 
business carried on in Canada: 


History: Subpara. 95(2)(g.1)(ii) amended by 1998, c. 19, subsec. 
122(5), applicable to taxation years that end after February 21, 
1994: The subpara. formerly read: 


(ii) without reference to subsections 80(3) to (12),:(15) and 
(17) and 80.01(5) to (11) and sections 80.02 to 80.04; 


Para. 95(2)(a) amended, paras. 95(2)(a.1) to (a.4) added, by 1995, c. 
21, subsec. 46(4), applicable to taxation years of foreign affiliates of 
taxpayers that begin after 1994 except that, where there has been a 
change in the taxation year of a foreign affiliate of a taxpayer in 
1994 and after February 22, 1994, the amended legislation applies 
to taxation years of such foreign affiliate of the taxpayer that end 
after 1994, unless 


(a) such foreign affiliate had requested that change in the taxa- 
tion year in writing before February 22, 1994 from the income 
taxation authority of the country in which it was resident and 
subject to income taxation; or 
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(b), the first taxation year of such foreign-affiliate that began 
after 1994 began at a time in 1995 that is earlier than the time 
that that taxation year would have begun if there had not been 
that change in the taxation of such foreign affiliate. 


Para. (a) formerly read: 


(a) in computing the income from an active business of a 
foreign affiliate of a taxpayer there shall be included 


(1) any income. from sources in a country other than 
Canada that would otherwise be income from prop- 
erty or a business other than an active business, to 
the extent that it pertains to or is incident to an active 
business carried on in a country other than Canada 
by the affiliate or any other non-resident corporation 
with which the taxpayer does. not deal at arm’s 
length, and 


_ (ii) any.amount paid or payable to the affiliate. by, 

_and, where. the affiliate is a member of a partnership, 

the affiliate’s share of any amount paid or payable to 
Ee partnership by, 


(A) another foreign affiliate of the taxpayer, or 


(B) any other non-resident corporation with 
which the taxpayer does not deal at arm’s length 


to. the extent that, in computing the amount pre- 
scribed to be its earnings from an active business 
other than a business carried on by it in Canada, that 
amount is deductible or would ‘be deductible if the 
non-resident corporation were a oe affiliate of 
the taxpayer; 


Para. 95(2)(g.1) added by 1995, c:.21, subsec. 324), applicable to 
taxation years that end after’February 21, 1994. 


Paras. 95(2)(k) to (m) added by 1995, ¢. 21, subsec: 46(5), applica- | 


ble to taxation years of foreign affiliates of taxpayers that begin af- 
ter 1994 except-that, where there has been a change in the taxation 
year of a foreign affiliate of a taxpayer in 1994 and after February 
22, 1994, the new paragraphs apply to taxation years of such foreign 
affiliate of the taxpayer that end after 1994, unless 


(a) such foreign affiliate had requested that change in the taxa- 
tion year in-writing before-February 22, 1994 from the income 
taxation authority of the country in which ‘it was resident and 
subject to income taxation; or 


(b) the first taxation year of such foreign siaiala that began | 
after 1994 began at a time in 1995 that is earlier than the time | 


that that taxation year would have begun if there had not been 
that change in the taxation year of such foreign affiliate. 


Subpara. 95(2)(h)(i) substituted by 1994, c. 21, s. 43, applicable to 
redemptions, cancellations, acquisitions and reductions occurring 
after December 21, 1992. That subpara. formerly. read: 

(i) the redemption, cancellation or acquisition of shares of the 


capital stock of, or the reduction of the capital of, the affiliate 
or another foreign affiliate of the taxpayer, or. 


That portion of subpara. 95(2)(a)(ii) preceding cl. (A) substituted by . 


1994, c. 7, Sch. II (1991, c, 49), .subsec. 71(5), applicable to 1987 er 
seq. That portion formerly read: 
(i1) any amount paid or payable to the affiliate by 


Para. 95(2)(b) substituted by 1994, c:7, Sch I (1991, c. 49), sub- 
sec. 71(6), applicable to taxation years beginning ' ae July 13, 
1990. Para. 95(2)(b) formerly read: 


(b) the income of a controlled foreign affiliate of a taxpayer 
from services or an undertaking to. provide services shall be 
deemed to be income from a business other than an active 
business if 

(i) the amount paid or payable. in consideration therefor 


(A) is deductible in computing the income from a 
business carried on in Canada by. any person in rela- 
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tion to which the affiliateis.a controlled foreign affil- 
iate or by a person related to that person, or 


(B) was paid or payable by a person other than the 
‘taxpayer and may reasonably be considered to relate 
to an amount that was deductible by the taxpayer or a 

person related to the taxpayer in computing the in- 

come of that taxpayer or person from a business car- 
ried on in Canada, or 


(ii) the services are performed or are to be performed by 
any person referred to in subparagraph ‘las who is an indi- 
vidual resident in Canada; 


That portion of para. 95(2)(d.1)' preceding datipuae (i) substituted 
by 1994, c. 7, Sch. II (1991,'c. 49),:subsec. 71(7), applicable to for- 


eign mergers occurring after 1989. That portion formerly, read: 


(d.1) where there has been-a foreign merger of two or more 
predecessor foreign corporations in respect of each:of which a 
taxpayer’s surplus entitlement percentage was not less than 
90% immediately before the merger to form a new foreign 
corporation in respect of which the taxpayer’s surplus entitle- 
ment. percentage immediately after the merger was not less 
than 90% and, under the income tax law of the country in 
which the predecessor foreign corporations were resident im- 
mediately before the merger, no gain or loss was recognized 
in tespect of any capital property of a predecessor foreign 
corporation that became capital property of the new foreign 
.,corporation in the course of. the merger, the. sable tules 


apply: 
That portion of para, 95(2)(e. 1) itendins aac 4), substituted by 
1994, c. 7, Sch. If (1991, c. 49), subsec. 71(8), applicable to liquida- 


tions commencing after 1989. That portion formerly read: 


(e.1) where there has beena liquidation and a dissolution of a 
- foreign affiliate (in this paragraph referred to as the “dispos- 
_ing affiliate”) of a taxpayer in respect of which, immediately 

before the liquidation, the taxpayer’s surplus entitlement per- 
centage was not less than 90% and, under the income tax law 
of the country in which the disposing affiliate was: resident 
immediately before the liquidation, no gain or, loss was recog- 
nized by the disposing affiliate in respect of any capital prop- 
erty distributed by it in the course of the liquidation to an- 
other foreign affiliate of the taxpayer resident in pau country, 
the following rules apply: 


Subpara. 95(2)(f)(i) substituted by 1994, c. 7, Sch. Il (1991, c. 49), 
subsec. 71(9), applicable to dispositions after July 13, 1990. Sub- 
para. (f)(@) formerly read: 


(1) where that gain or loss is the gain or Tons of a,controlled 
foreign affiliate from the disposition of property. other than 
excluded property, in Canadian currency, ‘and ~— 


Pre-RSC History: Subpara.'95(2)(b)(i) substituted applicable with 
respect to amounts paid or payable after November 12, 1981; para. 
(d) substituted and (d.1) added applicable with respect to foreign 
mergers occurring after that date; that portion of para. (e) preceding 
subpata. (i) substituted applicable with respect to dissolutions oc- 


‘curring after that date; para. (e.1) added applicable with tespect to 


liquidations commencing after that date; para. (f) and that portion of 
para. (g)-and of para. (h) following subpara. (ii) substituted applica- 
ble after that date; and paras. (i), (j) added applicable. with respect to 
dispositions occurring after that date, by 1980-81-82-83, c. 140, 
subsecs. 56(6) to (13). The substituted portions formerly: read: 


(i) the amount paid or payable in consideration therefor is 
deductible in computing the:income from a business car- 

_-ried on in Canada by. any person in relation to which the 
affiliate is a controlled foreign affiliate. or by.a person re- 
lated to that person, or Ata nee 


(d) where there has been a’ merger of a foreign affiliate of a 
taxpayer (in this paragraph referred to as'a “predecessor affil- 
iate”) and one or more other corporations to: form one corpo- 
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rate entity that immediately after the merger is a foreign affil- 
iate of the taxpayer (in this paragraph referred to as a “new 
affiliate”) and such merger is not as a result of the acquisition 
of property of one corporation by another corporation pursu- 
ant to the purchase of such property by the other corporation, 
or as a result of the distribution of such property to another 
corporation upon the winding-up of the predecessor affiliate, 
subsection 87(4) apne to the taxpayer as if the references 
therein to 


(i) “amalgamation” were read as “merger”, 


(ii) “predecessor corporation” were read as “predecessor 
affiliate”, 


(iii) “new corporation” were read as “new affiliate”, 


(iv) “adjusted cost. base” were read as “relevant cost 


base’, and 
(v) “May 6; 1974” 


(e) where on the dissolution of a foreign affiliate of a tax- 
payer (in this paragraph’ referred to as the “disposing affili- 
‘ate””) one or more shares of the’ capital stock of another for- 
eign affiliate of the taxpayer have been disposed of to a 
shareholder that is another foreign affiliate of the taxpayer, 


were read as “1971”; 


(f) except as provided in paragraphs (c), (d), (e), (g) and (h), 
each taxable capital gain and each allowable capital loss of a 
foreign affiliate of a taxpayer shall be computed as though the 
foreign affiliate were resident in Canada, except that in com- 
puting any such gain or loss from the disposition of property 
owned by.the affiliate at the time it last became.a foreign af- 
filiate of the taxpayer there shall not be included such portion 
of the gain or loss, as the case may be, as may reasonably be 
considered to have accrued during the period that the affiliate 
was not a foreign affiliate of 


(1) the taxpayer, 


(11) any person with whom the taxpayer was not dealing 
at arm’s length, © 


(iii) any person with whom.the taxpayer would not have 
‘been dealing at arm’s length if the person had been in 
existence after the taxpayer came into existence, 


_ (av) any predecessor corporation (within the meaning as- 
signed by subsection 87(1)) of the taxpayer or of a person 
described in subparagraph (ii) or (iii), or 
(v) any predecessor corporation (within the meaning as- 


signed by paragraph 87(2)(1.2)) of the taxpayer or of a 
person described in subparagraph (ii) or (iii); 


[(g)] such gain or loss,‘as the case may be, shall, for the pur- 
‘poses of paragraph (1)(b), be deemed to be nil; and 


[(h)] such gain or loss, as the case may be, shall, for the pur- 
poses of paragraph (1)(b), be deemed to be nil. 


Para. 95(2)(f) substituted and para. (h) added by 1980-81-82-83, c. 
48, subsecs. 51(1), (2), para. (f) applicable with respect to any gain 
or loss on the disposition of property after December 11, 1979, ex- 
cept that the reference in the para. to para. 95(2)(h) is applicable to 
1976 et seq., and para. 95(2)(h) applicable to 1976 et seg. except 
that a taxpayer could elect in his return of income under Part I of the 
Act for his 1980 or 1981 taxation year not to have para. (h) apply to 
taxable capital gains realized or allowable capital losses incurred by 
him before December 12, 1979. Para. 95(2)(f) formerly read: 


(f) except as provided in paragraphs (c), (d), (e) and (g), each 
taxable capital gain of a foreign affiliate of a taxpayer and 
each allowable capital loss of a foreign affiliate of a taxpayer 
shall be computed in accordance with subdivision c as though 
the foreign affiliate were resident in Canada, except that in 
computing any such gain or loss from the disposition of prop- 
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erty owned by the affiliate at the time it last became a foreign 
affiliate of the taxpayer there shall not be included such por- 
tion of the gain or loss, as the case may be, as may reasonably 
be considered to have accrued before that time; and 


Paras. 95(2)(f) substituted, (g) added by 1979, c. 5, s. of, applicable 
to 1976 et seg. Para. 95(2)(f) formerly read: 


(f) except as provided in paragraphs (c), (d) and (e), each tax- 
able capital gain of a foreign affiliate of a taxpayer and each 
allowable capital loss of a foreign. affiliate of a taxpayer shall 
be computed in accordance with subdivision c as though the 
foreign affiliate were resident in Canada, except that in com- 
puting any such gain or loss from the disposition of property 
owned by the affiliate at the time it last became a foreign af- 
filiate of the taxpayer there shall not be included such portion 
of the gain or loss, as the case may be, as may EASONEDLY be 
considered to have accrued before that time. 


Subpara., 95(2)(e)(ii), substituted by 1977-78, c. 1, s. 46, applicable 
in respect of dissolutions occurring after 1971. 


Selected Cases [subsec. 95(2)]: Rostland Corp. v. Canada, 
[1995] 2 C.T.C. 2276 (TCC) (Interest income in heavily leveraged 
real estate venture was income from an active business and not 
FAPI). 


Regulations: De asi (policy reserves of insurer under 95(2)(a.2); 
5900-5908 (FAPI rules); 7900 (prescribed enauptal institution for 
95(2)(a.3)). 

I.T. Application Rules: 35(2) (where corporation deemed to be 
foreign affiliate due to election made before May 6, 1974). 
Interpretation Bulletins: IT-392: Meaning of term “share”. 


Information Circulars: 77-9R: Books,.records and: other require- 
ments for taxpayers haying foreign affiliates. 


(2.1) Rule for definition “investment busi- 
ness” — For the purposes of the definition “invest- 
ment, business” in subsection (1), a foreign affiliate 
of a taxpayer, the taxpayer and, where the taxpayer 
is a corporation. all the issued shares of which are 
owned by a corporation. described in subparagraph 
(a)(i), such corporation described in subparagraph 
(a)(i). shall be considered to be dealing with each 
other at arm’s length in respect of the entering into 
of agreements that provide for the purchase, sale or 
exchange of currency and the execution of such 
agreements where 


(a) the taxpayer is 


(1). a bank, a trust company, a credit union, an 
insurance corporation or a trader or dealer in 
securities or commodities resident in Canada, 
the business activities of which are subject by 
law to the supervision of a regulating author- 
ity such as the Superintendent of Financial In- 
stitutions or a similar authority of a province, 
or 


(ii) a subsidiary wholly-owned corporation of 
a corporation described in subparagraph (1); 


(b) the agreements are swap agreements, forward 
purchase or sale agreements, forward rate agree- 
ments, futures agreements, options or rights 
agreements or similar agreements; 


(c) the agreements are entered in the course of a 
business carried on by the affiliate principally 
with persons with whom the affiliate deals at 
arm’s length in the country under whose laws the 
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affiliate was formed or continued and exists and 
is governed and in which the business is princi- 
pally carried on; and 


(d) the terms and conditions of such agreements 
are substantially the same as the terms and condi- 
tions of similar agreements made. by persons 
dealing at arm’s- length. | 
History: Subsec. 95(2.1) added by 1995, c. 21, subsec. 46(6), ap- 
plicable to taxation years of foreign affiliates of taxpayers that begin 
after 1994 except that, where there has been a change in the taxation 
year of a foreign affiliate of a taxpayer in 1994 and after February 
22, 1994, the new subsection applies to taxation years of such for- 
eign affiliate of the taxpayer that end after 1994, unless. 


(a) such foreign affiliate had requested that change in the taxa- 
tion year in writing before February 22, 1994 from the income 
taxation authority of the country in which it was resident and 
subject to income taxation; or . 


(b) the first taxation year of such foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the time 
that that taxation year would have begun if there had not.been 
that change in the taxation of such foreign affiliate. 


(2.2) Rule for para. (2)(a) — For the purpose of 

paragraph (2)(a), 
(a) a non-resident corporation that was not a for- 
eign affiliate of a taxpayer in respect of which the 
taxpayer had a qualifying interest throughout a 
particular taxation year shall be deemed to be a 
foreign affiliate of a taxpayer in respect of which 
the taxpayer had a qualifying: interest taeciughout 
that year where 


(1) a person has, in that year, t sisttied or dis- 
posed of shares of that non-resident corpora- 
tion or any other corporation and, because of 
that acquisition or disposition, that. non-resi- 
dent corporation became or ceased to be a for- 
eign affiliate of the taxpayer in respect of 
which the taxpayer had a qualifying interest, 
and 


(ii) at the beginning of that year or at the end 
of that year, the non-resident corporation was 
a foreign affiliate of the taxpayer in respect of 
which the taxpayer had a qualifying interest; 
and 


(b) a non-resident corporation that was not re- 
lated to a foreign affiliate of a taxpayer and the 
taxpayer throughout a particular taxation year 
shall be deemed to be related to the foreign affili- 
ate of the taxpayer and that taxpayer throughout 
that year where 


(i) a person has, in that year, acquired or dis- 
posed of shares of that non-resident corpora- 
tion or any other corporation and, because of 
that acquisition or disposition, that non-resi- 
dent corporation became or ceased to be a 
non-resident corporation that was related to 
the foreign affiliate of the taxpayer and the 
taxpayer, and 


(ii) at the beginning of that year or at the end 
of that year, the non-resident corporation was 
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related to the foreign affiliate of the taxpayer 

and the taxpayer. 
History: Subsec. 95(2.2) added by 1995, c..21, subsec. 46(6), ap- 
plicable to taxation years. of foreign affiliates of taxpayers that begin 
after 1994 except that, where there has been a change in the taxation 
year of a foreign affiliate of a taxpayer in 1994.and after February 
22, 1994, the new subsection applies to taxation years of such for- 
eign affiliate of the taxpayer that end after 1994, unless 


(a) such foreign affiliate had requested that change in the taxa- 
tion year in writing before February 22, 1994 from the income 
taxation authority of the country in which it was resident and 
subject to income taxation; or 


(b) the first taxation year of such foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the time 
that that taxation year would have begun if there had not been 
that change in the taxation of such foreign affiliate. 


(2.3) Application of para. (2)(a.1) — Paragraph 
(2)(a.1) does not apply to a foreign affiliate of a tax- 
payer in respect of a sale or exchange of property 
that is currency or a right to purchase, sell or ex- 
change currency where 


(a) the taxpayer is 


(i) a bank, a trust company, a credit union, an 
insurance corporation or a trader or dealer in 
securities or commodities resident in Canada, 
the business activities of which are subject by 
law to the supervision of a regulating author- 
ity such as the Superintendent of Financial In- 
stitutions or a similar authority of a province, 
or 


(i) a subsidiary wholly-owned corporation of 
a corporation described in subparagraph (i); 


(b) the sale or exchange was made in the course 
of a business carried on by the affiliate princi- 
pally with persons with whom the affiliate deals 
at arm’s length in the country under whose laws 
the affiliate was formed or continued and exists 
and is governed and in which the business is prin- 
cipally carried on by it; and 


(c) the terms and conditions of the sale or ex- 
change of such property are substantially the 
same as the terms and conditions of similar sales 
or exchanges of such property by persons dealing 
at arm’s length. 


History: Subsec. 95(2.3) added by 1995, c. 21, subsec. 46(6), ap- 
plicable to taxation years of foreign affiliates of taxpayers that begin 
after 1994 except that, where there has been a change in the taxation 
year of a foreign affiliate of a taxpayer in 1994 and after February 
22, 1994, the new subsection applies to taxation years of such for- 
eign affiliate of the taxpayer that end after 1994, unless. _ 


(a) such foreign affiliate had requested that change in the taxa- 
tion year in writing before February 22, 1994 from the income 
taxation authority of the country in which it was resident and 
subject to income taxation; or 


(b) the first taxation year of such foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the time 
that that taxation year would have begun if there had not been 
that change in the taxation of such foreign affiliate. 


(2.4) Application of para. (2)(a.3) — Paragraph 
(2)(a.3) does not apply to a foreign affiliate of a tax- 
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payer in respect of its income derived directly or in- 
directly from indebtedness to the extent that 


(a) the income is derived by the affiliate in the 
course of a business conducted principally with 
~ persons with whom the affiliate deals at arm’s 
length carried on by it as a foreign bank, a trust 
company, a credit union, an insurance corpora- 
- tion or a trader or dealer in securities or commod- 
ities, the activities of which are regulated in the 
country under whose laws the affiliate was 
_ formed or continued and exists. and is governed 
and in which the business is principally carried 
_ on, and 


(b) the income is derived by the affiliate from 
trading or dealing in the indebtedness. (which, for 
this purpose, consists of income from the actual 
trading or dealing in the indebtedness and interest 
earned by the affiliate during a short term holding 
period on indebtedness acquired by it for the pur- 
pose of the trading or dealing) with persons (in 
this subsection referred to as “regular custom- 
ers”) with whom it deals at arm’s length who 
were resident in a country other than Canada in 
_ which it and any competitor (which is resident in 
the country in which the affiliate is resident and 
regulated in the same manner the affiliate is regu- 
lated in the country under whose laws the affiliate 
was formed or continued and exists and is gov- 
erned and in which its business is principally car- 
ried on) compete and have a substantial market 
presence, ; . 


and, for the purpose of this subsection, an acquisition 
of indebtedness from the taxpayer shall be deemed to 
be part of the trading or dealing in indebtedness de- 
scribed in paragraph (b) where the indebtedness is 
acquired by the affiliate and sold to regular custom- 
ers and the terms and conditions of the acquisition 
andthe sale are substantially the same as the terms 
and conditions of similar acquisitions and sales made 
by the affiliate in transactions with persons with 
whom it deals at arm’s length. 


History: Subsec. 95(2.4) added by 1995, c..21, subsec. 46(6), ap- 
plicable to taxation years of foreign affiliates of taxpayers that begin 
after 1994 except that, where there has been a change in the taxation 
year of a foreign affiliate of a taxpayer in 1994 and after February 
22, 1994, the new subsection applies to taxation years of such for- 
eign affiliate of the taxpayer that end after 1994, unless 


(a) such foreign affiliate had requested that change in the taxa- 
tion year in writing before February 22, 1994 from the income 
taxation authority of the country in which it was resident and 
subject to income taxation; ‘or 


(b) the first taxation year of such foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the time 
that that taxation year.would have begun if there had not been 
that change in the taxation of such foreign affiliate. 


(2.5) Definitions for para. (2)(a.3) — For the 
purpose of paragraph (2)(a.3), 


‘indebtedness’ does not include obligations of a 
person under agreements with non-resident corpora- 
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tions providing for the purchase, sale or exchange of 
currency where 


(a) the agreements are swap agreements, forward 
purchase or sale agreements, forward rate agree- 
ments, futures agreements, options or rights 
agreements, or similar agreements, 


(b) the person is a bank, a trust company, a credit 
union, an insurance corporation or a trader or 
dealer in securities or commodities resident in 
Canada, the business activities of which are sub- 
ject by law to the supervision of a regulating au- 
thority in Canada such as the Superintendent of 
Financial Institutions or a similar authority of a 
province, 


(c) the agreements are entered into by the non- 
resident corporation in the course of a business 
carried on by it principally with persons with 
which it deals at arm’s length in the country 
under whose laws the non-resident corporation 
was formed or continued and exists and is gov- 
erned and in which the business is principally 
carried on by it, and 


(d) the terms and conditions of such agreements 
are substantially the same as the terms and condi- 
tions of similar agreements made by persons 
dealing at arm’s length; 


“specified deposit” means a deposit of a foreign af- 
filiate of a taxpayer resident in Canada with a pre- 
scribed financial institution resident in Canada where 


(a) the income from the deposit is income of the 
affiliate for the year that would, but for paragraph 
(2)(a.3), be income from an active business car- 
ried on by it in a country other than Canada 
(other than a business the principal purpose of 
which is to derive income from property includ- 
ing interest, dividends, rents, royalties or similar 
returns or substitutes therefor or profits from the 
disposition of investment property), or 


(b) the income from the deposit is income of the 
affiliate for the year that would, but for paragraph 
(2)(a.3), be income from an active business car- 
ried on by the affiliate principally with persons 
with whom the affiliate deals at arm’s length in 
the country under whose laws the affiliate was 
formed or continued and exists and is governed 
and in which the business is principally carried 
on by it and the deposit was held by the affiliate 
in the course of carrying on that part of the busi- 
ness conducted with non-resident persons with 
whom the affiliate deals at arm’s length or that 
part of the business conducted with a person with 
whom the affiliate was related where it can be 
demonstrated that the related person used or held 
the funds deposited in the course of a business 
carried on by the related person with non-resident 
persons with whom the related person and the af- 
filiate deal at arm’s length. 


History: Subsec. 95(2.5) added by 1995, c. 21, subsec. 46(6), ap- 
plicable to taxation years of foreign affiliates of taxpayers that begin 
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after 1994 except that, where there has been a change in the taxation 
year of a foreign affiliate of a taxpayer in 1994 and after February 
22, 1994, the new subsection applies to taxation years of such for- 
eign affiliate of the taxpayer that end after 1994; unless 


(a) such foreign affiliate had requested that change in the taxa- 
tion year in writing before February 22, 1994 from the income 
taxation authority of the country. im which it was resident and 
subject to income taxation; or 


(b) the first taxation year of such foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the time 
that that taxation year would have begun if there had not been 
that change in the taxation of such foreign affiliate. 


Regulations: 7900 (prescribed financial institution). 


(3) Definition of “services” — For the purposes 
of paragraph (2)(b), “services” includes the insur- 
ance of Canadian risks but does not include 


(a) the transportation of persons or goods; or 


(b) services performed in connection with the 
purchase or sale of goods. 


(4) Definitions — In this section, 


“direct equity percentage” at any time of any per- 
son in a corporation is the percentage determined by 
the following rules: 


(a) for each class of the issued shares of the capi- 
tal stock of the corporation, determine the propor- 
tion of 100 that the number of shares of that class 
owned by that person at that time is of the total 
number of issued shares of that class at that time, 
and 


(b) select the proportion determined under para- 
graph (a) for that person in respect of the corpo- 
ration that is not less than any other proportion so 
determined for that person in tespect of the cor- 
poration at that time, 


and the proportion selected under paragraph (b), 
when expressed as a percentage, is that. person’s di- 
rect equity percentage in the corporation at that time; 
Pre-RSC History: The definition “direct equity percentage” was 
para. 95(4)(a). 

Interpretation Bulletins: IT-392:,Meaning of term “share”. 


“equity percentage” at any time of a person, in any 
particular corporation, is the total of 


(a) the person’s direct equity percentage at that 
time in the particular corporation, and’ 


(b) all percentages each of, which is. the product 
obtained when the person’s equity percentage at 
that time in any corporation is multiplied by that 
corporation’s direct equity percentage at that time 
in the particular corporation 


except that for the purposes of the definition “partici- 
pating percentage” in subsection (1), paragraph (b) 
shall be read as if the reference to “‘any corporation” 
were a reference to “any corporation other than a 
corporation resident in Canada’; 

Related Provisions: 94(1)(d) — Deemed ownership in trust 
deemed to be corporation for FAPI purposes. 


Pre-RSC History: The definition 
95(4)(b). 


“equity percentage” was para. 
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Para. 95(4)(b) substituted by 1976-77, c. 4,8. 35, applicable to 1972 
et seq. 


“relevant cost base’’ to a foreign affiliate of prop- 


erty at.any time means the adjusted cost base to the 


affiliate of the property at that time or such greater 
amount as the taxpayer claims not exceeding the fair 
market value of the property at that. time. 


Pre-RSC History: The definition “relevant cost base” was para. 
95(4)(c). 


(4.1) Application of subsec. 87(8.1) — In this 
section, the expressions “foreign merger’, “prede- 
cessor foreign corporation” and “new foreign corpo- 
ration” have the meanings uate by subsection 
87(8.1). 

Origin of subsec. 95(4.1): R.S.C. 1985, c. 1 (Sth Supp.) (for- 
merly contained in the opening words of subsec. 87(8.1)). 


(5) Income bonds or debentures issued by 
foreign affiliates — For the purposes of this sub- 
division, an income bond or income debenture issued 
by a corporation (other than a corporation resident in 
Canada) shall be deemed to be a share of the capital 
stock of the corporation unless any interest or other 
similar periodic amount paid by the corporation on 
or in respect of the bond or debenture was, under the 
laws of the country in which the corporation was res- 
ident, deductible in computing the amount for the 
year on which the corporation was liable to pay in- 
come or profits tax imposed by the government of 
that country. 


Interpretation Bulletins: IT-388: Income bonds issued. by. for- 
eign corporations. 


(6) Where rights or shares issued, acquired 
or disposed of to avoid tax — For the purposes 
of this subdivision (other than section 90), 


(a) where any person or partnership has a right 
under a contract, in equity or otherwise, either 
immediately or in the future and either absolutely 
or contingently, to, or to acquire, shares of the 
capital stock of a corporation and 


(i) it can reasonably be considered that the 
principal purpose for the existence of the right. 
is to cause 2 or more corporations to be re- 
lated for the purpose of paragraph (2)(a), 
those corporations shall be deemed not to be 
related for that purpose, or. 


(11) it can reasonably be considered that the 
principal purpose for the existence of the right 
is to permit any person to avoid, reduce or de- 
fer the payment of tax or any other amount 
that would otherwise be payable under this 
Act, those shares shall be deemed to be owned 
by that person or partnership; and 


(b) where a person or partnership acquires or dis- 
poses of shares of the capital stock of a corpora- 
tion, either directly or indirectly, and it can rea- 
sonably be considered that the principal purpose 
for the acquisition or disposition of the shares: is 
to permit a person to avoid, reduce or defer the 
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payment of tax or any other amount that would 
otherwise be payable under this Act, those shares 
shall be deemed not to have been acquired or dis- 


posed of, as the case may be, and where the 


_ shares were unissued by the corporation immedi- 
ately prior to the acquisition, those shares.shall be 
deemed not to have been issued. 


Related Provisions: 256(5.1)— Controlled directly or indi- 
rectly — control in fact. 


History: Subsec. 95(6) amended by 1995, c. 21, subsec. 46(7),, ap- 
plicable (as amended by 1998, c. 19, subsec. 305(1), deemed to 
have come into force on June 22, 1995) to rights acquired and 
shares acquired or disposed of in taxation years of foreign affiliates 
of taxpayers that begin after 1994 except that, where there has been 
a change. in the taxation year of a foreign affiliate of a taxpayer in 
1994 and after February 22, 1994, the amendment applies to rights 
acquired and shares acquired or disposed of in taxation years of the 
foreign affiliate that end after 1994, unless 


(a) the foreign affiliate had requested the change in writing 
before February 22, 1994 from the income taxation authority of 
the country in which the foreign affiliate was resident and sub- 
ject to income taxation; or 


(b) the foreign affiliate’s first taxation year that began after 
1994 began at a time in 1995 that is earlier than the time at 

- which that taxation year would have begun if the change had 
not occurred. 


Subsec. (6) formerly read: 


(6) Where rights or shares issued to avoid tax — For the 
purposes of this subdivision, 


(a). where any person has a right under a contract, in eq- 
uity or otherwise, either immediately or in the future and 
either absolutely or contingently, to, or to acquire, shares 
of the capital stock of a corporation, those shares shall, if 
one of the main reasons for the existence of the right may 
reasonably be considered to be the reduction or postpone- 
ment of the amount of taxes that would otherwise be pay- 
-able under this Act, be deemed to be owned by that per- 
son; and 

_(b) where any foreign affiliate of a taxpayer or any non- 
resident corporation controlled, directly. or indirectly in 
any manner whatever, by the taxpayer or by a related 
group of which the taxpayer was a member has’ issued 
shares of a class of its capital stock and one of the main 
reasons for the existence or issuance of one or more of 
the shares of that class may reasonably be considered to 
be the reduction or postponement of the amount of taxes 
that would otherwise be payable under this Act, those 
shares shall be deemed not to have been issued. 


(7) Stock dividends from foreign affiliates — 
For the purposes of this subdivision and subsection 
52(3), the amount of any stock dividend paid by.a 
foreign affiliate of a corporation resident in Canada 
shall, in respect of the corporation, be deemed to be 
nil. 

Interpretation Bulletins [subsec. 95(7)]: IT-88R2: Stock 
dividends. 

Pre-RSC History [s. 95]: S. 95 substituted by 1974-75-76, c. 26, 
s. 59, applicable to 1972 et seq. 

Definitions [s. 95]: 
loss” — 38(b), 248(1); 


“active business” — 95(1); “allowable capital 
“amount” — 95(7), 248(1); “annuity” — 
248(1); “arm’s length” — 95(2.1), 251(1); “business” — 248(1); 
“business carried on in Canada” — 253; “Canada” — 253, 255; 
“Canadian resource property”? —66(15), 248(1); “capital prop- 
erty” — 54, 248(1); “class” — of shares 248(6); “controlled directly 
or indirectly” — 256(5.1); “controlled foreign affiliate” — 94(1)(d), 
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95(1), 248(1); “corporation” — 94(1)(d), 248(1), Interpretation Act 


35(1); “credit union” — 137(6), 248(1); “direct. equity percent- 
age” — 95(4); “dividend”, “employee” — 248(1); “equity percent- 
age” — 95(4); “excluded property” — 95(1); “fiscal period” — 
249(2)(b), 249.1; “foreign accrual property income” — 95(1), 
95(2); “foreign affiliate’ — 94(1)(d), 95(1), 248(1); “foreign 
bank” —-95(1); “foreign business” — 95(2)(k); “foreign 


_ merger” — 87(8.1), 95(4.1); “foreign resource property” — 66(15), 


248(1); “holding corporation” — 95(2)(m)(iii); “income bond”, “‘in- 
come debenture” — 248(1); “income from an:active business” — 
95(1); “income from property” — 9(1), 95(1); “indebtedness” — 
95(2. 5); “insurance corporation” — 248(1); “investment business”, 
emma, property”, “lease obligation” — 95(1); “lending as- 

— 95(1)“lending of money”, 248(1); “lending of money”, “li- 
ea of property” —95(1); “life insurance corporation” — 
248(1); “new foreign corporation” — 87(8.1), 95(4.1); “new foreign 
corporation” — 87(8.1), 95(4.1); “non-resident” — 248(1); “non- 


_ resident-owned investment corporation” — 133(8), 248(1);. .“per- 


son” — 248(1); “predecessor foreign corporation” — 87(8.1), 
95(4.1); “prescribed”, “property” — 248(1); “province” — JInter- 
pretation Act 35(1); “qualifying interest” — 95(2)(m), 95(2.2); “re- 
lated” — 95(2.2)(b), 95(6)(a)(i), 251(2); “related group” — 251(4); 
“relevant cost base” —95(4); “resident in Canada” — 250; “‘ser- 
vices”. — 95(3); “share” — 248(1); “specified deposit”.— 95(2.5); 
“specified member” — 248(1); “subsidiary wholly-owned corpora- 
tion” — 248(1); “surplus entitlement percentage” — 95(1); “taxable 
capital gain” — 38(a), 248(1); “taxable dividend” — 89(1), 248(1); 
“taxation year” — 95(1), 249; “taxpayer” — 248(1); “trust” — 
104(1), 108(1); “trust company”? — 95(1). 


Subdivision | — Partnerships and 
Their Members 


96. (1) General rules — Where a taxpayer is a 
member of a partnership, the taxpayer’s income, 
non-capital loss, net capital loss, restricted farm loss 


_ and farm loss, if any, for a taxation year, or the tax- 


payer’s taxable income earned in Canada for a taxa- 
tion year, as the case may be, shall be computed as if 


(a) the partnership were a separate person resi- 
dent, in Canada; 


(b) the taxation year of the Mie apes were its 
fiscal period; 


(c) each partnership activity (including the own- 
ership of property) were carried on by the part- 
nership as a separate person, and a computation 
were made of the amount of 


(i) each taxable capital gain and allowable 
capital loss of the partnership from the dispo- 
sition of property, and 

(ii) each income and loss of the partnership 
from each other source or from sources in a 
particular place, 


for each taxation year of the. partnership; 


(d) each income or loss of the partnership for a 
taxation year were computed as if this Act were 
read without reference to paragraphs 12(1)(z.5) 
and 20(1)(v.1), section 34.1 and subsections 
66.1(1), 66.2(1) and 66.4(1) and as if no deduc- 
tion were permitted under any of section 29 of 
the Income Tax Application Rules, subsections 
34.2(4) and 65(1) and sections 66, 66.1, 66.2 and 
66.4; 
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(e) each gain of the partnership from the disposi- 
tion of land used in a farming business of the 
partnership were computed as if this Act were 
read without reference to paragraph 53(1)(i); 


(e.1) the amount, if any, by which 


(i) the total of all amounts determined under 
paragraphs 37(1)(a) to (c.1) in respect of the 
partnership at the end of the taxation year 


exceeds 


(ii) the total of all amounts determined under 
paragraphs 37(1)(d) to (g) in respect of the 
partnership at the end of the year 


were deducted under subsection 37(1) by the 
partnership in computing its income for the year; 


(f) the amount of the income of the partnership 
for a taxation year from any source or from 
sources in a particular place were the income of 
the taxpayer from that source or from sources in 
that particular place, as the case may be, for the 
taxation year of the taxpayer in which the part- 
nership’s taxation year ends, to the extent of the 
taxpayer’s share thereof; and 


(g) the amount, if any, by which 


(i) the loss of the partnership for a taxation 
year from any source or sources in a particular 
place, 3 


exceeds 


(ii) in the case of a specified member (within 
the meaning of the definition “specified mem- 
ber” in subsection 248(1) if that definition 
were read without reference to paragraph (b) 
thereof) of the partnership in the year, the 
amount, if any, deducted by the partnership by 
virtue of section 37 in calculating its income 
for the taxation year from that source or 
sourcés'in the particular place, as the case 
may be, and 


(iii) in any other case, nil 


were the loss of the taxpayer from that source or 
from sources in that particular place, as the case 
may be, for the taxation year of the taxpayer in 
which the partnership’s taxation year ends, to the 
extent of the taxpayer’s share thereof. 


Related Provisions: 12(1)(1) — Inclusion of partnership income; 
12(1)(y) — Auto. provided to partner; 33,1(2)(a) — “person” in- 
cludes partnership for international banking centre rules; 
39.1(2)B(b), 39.1(4), (5) — Election to trigger capital gains exemp- 
tion; 53(1)(e), 53(2)(c) — Adjusted cost base of partnership inter- 
est; 66(16) — “person” includes partnership for flow-through share 
rules; 66(18) — Resource expenditures claimed by members of 
partnerships; 66.1(7) — Canadian exploration expense — share of 
partner; 66:2(6), (7) — Canadian development expense — share of 
partner; 66.4(6), (7) — Canadian oil and gas property expense — 
share: of partner; 66.7(11) — Change of control — anti-avoidance 
rule; 79(1), 79.1(1) — “person” includes. partnership for rules re 
seizure of property by creditor; 80(1)“forgiven amount”B(k) — 
Debt forgiveness rules do not .apply to debt forgiven by partnership 
to active partner; 80(1), 80.01(1) — “person” includes partnership 
for debt forgiveness rules; 80(15) — Application of debt forgive- 
ness rules to members of partnerships; 87(2)(e.1) — Amalgama- 
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tions — partnership interest; 96(1.1) — Allocation of share of in- 
come to retiring partner; 96(1.7) — Gains and losses;. 96(2) — 
Construction; 96(2.1) — Limited partnership losses; 100(2.1) — 
Disposition of an interest in a partnership; 107(1)(d) — Stop-loss 
rule on disposition by partnership of interest in trust that flowed out 
dividends; 111(1)(a)-(d) — Losses deductible; 112(3.1) — Stop- 
loss rule for partner on disposition by partnership of share on which 
dividends paid; 118.1(8)— Gifts made by partnership; 127(8) — 
Investment tax credit of partnership; 127(8.1)— Investment. tax 
credit of limited partner; 127.52(1)(c.1) — Minimum tax — no de- 
duction for losses of limited partner; 127.52(2) — Application of 
partnership income and loss for minimum tax purposes; 
152(1.4)-(1.8) — Determination by Revenue Canada of partnership 
income or loss; 162(8.1)— Rules where partnership is liable to 
penalty; 187.4(c) — “person” includes partnership for purposes of 
Part [V.1 tax; 209(6) — “person” includes partnership for purposes 
of tax on carved-out income; 210 — Partnership as designated ben- 
eficiary; 212(13.1) — Non-resident withholding tax where payer or 
payee is a partnership; 227(5.2) — Partnerships liable for obliga- 
tions re withholding tax; 227(15) — Assessment of partnership for 
Part XIII tax;.237.1(1)— “person” includes. partnership for tax 
shelter identification rules; 244(20) — Notice to members of part- 
nerships; 251.1(4)(b) — “person” includes partnership for definition 
of affiliated persons; Income Tax Conventions Interpretation Act 
6.2 — Partnership with Canadian resident partner cannot be resident 
in another country. 


History: Para. 96(1)(d) amended by 1997, c. 25,.s. 21, applicable to 
fiscal periods that begin after 1996. Para. (d) formerly read: 


(d) each income or loss of the partnership for a taxation year 
were computed as if this Act were read without reference to 
paragraph 20(1)(v.1), section 34.1 and subsections 66.1(1), 
66.2(1) and 66.4(1) and as if no deduction were permitted 
under any of section 29 of the Income Tax Application Rules, 
subsections 34.2(4) and 65(1) and sections 66, 66:1, 66:2 and 
66.4; 


Para. 96(1)(d) amended by 1996, c. 21, subsec. 17(1), applicable 
after 1994. The para. formerly read: 


(d) each income or loss of the partnership for a taxation year 
were computed as if this Act were read without reference to 
paragraph 20(1)(v.1) and subsections 66.1(1), 66.2(1) and 
66.4(1) and as if no deduction were permitted by section 29 
of the Income Tax Application Rules, subsection 65(1) or sec- 
tion 66, 66.1, 66.2 or 66.4; ‘ 


Para. 96(1)(d) amended by 1994, c..7, Sch. VIII (1993, c. 24), sub- 
sec. 40(1), applicable to partnership fiscal periods commencing af- 
ter December 20, 1991. Para. (d) formerly read: 


(d) each income or loss of the partnership for a taxation year 
were computed as if this Act were read without reference to 
subsections 66.1(1), 66.2(1) and 66.4(1) and as if no deduc- 
tion were permitted by section 29 of the Income Tax Applica- 
tion Rules, subsection 65(1) or section 66, 66.1, 66.2 or 66.4; 


Pre-RSC History: Para. 96(1)(e.1) added and para. (g) substituted, 
by 1988, c. 55, subsecs. 66(1), (2), applicable for taxation years of 
partnerships ending after December 15, 1987 except that, where a 
taxpayer acquired a partnership interest before December. 16, 1987, 
or after December 15, 1987 


(a) pursuant to an obligation in writing entered into before De- 
cember 16, 1987, 


(b) and before June, 1988 pursuant to the terms of a prospectus, 
preliminary prospectus, registration statement or offering mem- 
orandum filed before December 16, 1987 with a public author- 
ity in Canada pursuant to and in accordance with the securities 
legislation of any province, or — 


(c) and before June, 1988 as part of an offering of securities 
where 


(1) the offering was made pursuant to the terms of an offer- 
ing memorandum which contained a complete or substan- 
tially complete description of the securities contemplated in 
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the offering as well as the terms and conditions of the offer- 
ing of the securities, 


(ii), the offering memorandum was distributed before De- 
cember 16, 1987, 


(111) solicitations in respect of the sale of the secunties con- 
templated by the offering memorandiim were made before 
Deceniber' 16, 1987, and 


(iv) the sale of the securities was substantially in accor- 
dance with the offering memorandum ~ 


para. 96(1)(e.1), and para. (g) as amended, shall not apply in respect 
of the taxpayer to expenditures made by the partnership 


(d) before December 16, 1987, or 
(e) after December 15, 1987 and before 1989 pursuant to 


(i) an obligation in writing entered into by the parinership 
before December 16, 1987, 


(it) the terms of a prospectus, preiiminary prospectus, regis- 

_ tration statement or offering memorandum filed before De- 
cember 16, 1987 with a public authority in Canada pursuant 
to and in accordance with the securities legislation of any 
province, or 


(iii) the terms of an offering memorandum described in par- 
agraph (c) and pursuant to which securities were 
distributed. 


Para. 96(1)(g) formerly read: 


(g) the amount of the’ loss of the partnership for 4 taxation 
year from any source or fromm sources in a particular place 
were the loss of the taxpayer from that source or trom sources 
in that particular, place, as the case may. be, for the taxation 
year of the taxpayer in which the partnership’s taxation year 
ends, to the extent of the taxpayer’s share thereof 


Para. 96(1)(d) amended by 1987, c. 46, 's. 32, to substitute “section 
29 of the Income Tax Application Rules, 1971; subsection 65(1) or 
section 66, 66.1, 66.2 or 66.4” for “subsection 65(1); section 66, 
66.1, 66.2 or 66.4 or the Income Tax Application Rules, 1971 in 
respect of this paragraph”, applicable to taxation years ending after 
February 17, 1987. 


Para. 96(1)(d) amended by 1985, c. 45, subsec, 48(1), applicable to © 


taxation years commencing after 1984, to substitute. “subsections 
66.1(1), 66.2(1) and 66.4(1)” for “subsections 59(1.1) and-(1.2) and 
66(12.1) and paragraphs a 1)(a)- and’ 66(12.2)(a), (12. 3)(a) and 
(12.5)(a)”. 


All that portion of subsec. 96(1) preceding para. (a) substituted by 
1984, c. 1, subsec. 43(1) to add “and farm loss”, applicable to 1983 
et seq. 


Para. 96(1)(d) substituted by 1980-81-82-83, 
applicable to taxation years ending:after DECnebEr il, 
96(1)(d) formerly read: 


(d) each income or loss of the darmetship for a taxation year 
were computed as if this Act were read without reference to 
subsections 59(1.1) and 66(12.1) and paragraphs 59(3.1)(a), 
66(12.2)(a) and 66(12.3)(a) and as if no deduction were per- 
mitted by subsection 65(1), section 66, 66.1 or 66.2 or the 
provisions of the Income Tax Application Rules, 19/1 relating 
to exploration and development expenses, Canadian explora- 
tion expense or Canadian development expense, as the case 
may be; 


Para. 96(1)(d) substituted by 1977-78, c. 1, s. 47, 
et seq. Para. 96(1)(d) formerly read: 


| 48, subsécs:52(1), 
1979. Para. 


applicable to'1977 


(d) each income or loss of the parmershrp for a taxation. year 
were computed as if no deduction.were permitted by subsec- 
tion 65(1), section 66, 66.1 or 66.2 or the provisions of, the 
Income Tax Application Rules, 1971 relating to exploration 
and development expenses, Canadian exploration expense or 
Canadian development expense, as the case may be; 


S. 96(1.1)(a) 


Para. 96(1)(d) substituted by 1974+75-76, c. 26, subsec. 60(1), ap- 
plicable to 1974 et seq, Para..96(1)(d) formerly read: 
(d) each income or loss of the partnership for a taxation year 
were computed as if no deduction were permitted by subsec- 
tion 65(1), section 66 or the provisions of the Income Tax Ap- 
plication Rules, 1971 reldung to exploration and development 
expenses; 


Selected Cases {subsec. 96(1)]: Goldstein v. Canada, [1995] 2 
C.T.C. 2036 (TCC) (Income retains-its character as it flows through 
partnership); Signum Communications Inc. v. Canada, [1991] 2 
C.T.C. 31 (FCA) (Limited partner allowed losses greater than 
amount of capital contribution); Laxton v. Canada, [1989] 2.C.T.C. 
85 (FCA) (Joint venture not separate person); The Queen v. CFTO 
TY Lid., [1982] Cl. 147 (PCTD) (Contractual right of partner to 
buy out taxpayer does not preclude deduction of partnership losses). 
Regulations: 229 (partnership information return); 1101(1ab), 
1102(1a) (depreciable property of partnership);'1210 (partner’s 
share of resource allowances). ~ 

!.T. Application Rules: 20(3) (depreciable property of partner- 
ship held since before 1972), 

Interpretation Bulletins: IT-123R6: Transactions involving eli- 
gible capital property; [T-183: Foreign tax credit — member, of a 
partnership; IT-259R2: Exchanges of property; IT-278R2: Death of 
a partner or of a retired partner; IT-346R: Commodity futures and 
certain commodities; IT-353R2: Partnership interests — some ad- 
justments to cost base; IT-406R2: Tax payable by an inter vivos 
trust. See also lst at end of s. 96. 


information Circulars: 73-13: Investment clubs; 89-5R: Partner- 
ship information return.» 


I.T. Technical News: No. 3 (use of a partner’s assets by a partner- 
ship); No. 6 (expenses paid personally by partner where fiscal years 
do not coincide — policy in para. 14 of IT-138R reversed). 


Advance Tax Ruling: ATR-59: Financing exploration and. devel- 
opment through limited partnerships; ATR-62: Mutual fund: distri- 
bution limited partnership — amortization of selling commissions. 


Forms: T2032: Statement of professional activities; T2121: State- 
ment of fishing activities; T2124: Statement of business activities; 
T5013 Summ: Partnership information return; T5014: Partnership 
capital cost allowance schedule; T5015: Reconciliation of partner’s 
capital account; T5017; Calculation of deduction for cumulative eli- 
gible capital of a partnership. 


(1.1) Allocation of share of income to retiring 
partner — For the purposes of subsection (1) and 
séctions 34.1, 34.2, 101, 103 and 249.1, 


(a) where the principal activity of a partnership is 
carrying on a business in Canada and its members 
have entered into an agreement to allocate a share 
of the income or loss of the partnership from any 
source or from sources in a particular place, as 
the case may be, to any taxpayer who at any time 
ceased to be a member of 


(1) the partnership, or 


(ii) a partnership that at any time has ceased to 
exist or would, but for subsection 98(1), have 
ceased to exist, and either 


(A) the members of that partnership, or 


(B) the members of another partnership in 
which, immediately after that time, any of 
the members. referred to. in clause (A) be- 
came members 


have agreed to make such an allocation 
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or to the taxpayer’s spouse, estate or heirs or to 
any person referred to in subsection (1.3), the tax- 
payer, spouse, estate, heirs or person, as the case 
may be, shall be deemed to be a member of the 
partnership; and | 


(b) all amounts each of which is an amount equal 
to the share of the income or loss referred to in 
this subsection allocated to a taxpayer from a 
partnership in respect of a particular fiscal period 
of the partnership shall, notwithstanding any 
other provision of this Act, be included in com- 
puting the taxpayer’s income for the taxation year 
in which that fiscal period of the partnership 
ends. 


Related Provisions: 53(2)(c) — Adjusted cost base of partner- 
ship interest; 96(1.2) — Disposal of right to share in income; 
96(1.3) — Deductions; 96(1.4) — Right deemed not to be capital 
property; 96(1.5) — Disposition by virtue of death of taxpayer; 
96(1.6) — Deemed members of partnership are deemed to carry on 
business; 252(4) — Extended meaning of “spouse”. 


History: The opening words of subsec. 96(1.1) amended by 1996, 
c. 21, subsec. 17(2), applicable after 1994. The opening words for- 
merly read: : 


(1.1) Allocation of share of income to retiring partner — 
For the purposes of subsection (1) and sections 101 and 103, 


Selected Cases [subsec. 96(1.1)]: Sauriol v. Canada, [1994] 2 
C.T.C. 244 (FCA) (“Allocate” used in ordinary sense of assigning 
or setting aside and creating real right for recipient); Lachance v. 
Canada, {1994] 2 C.T.C. 185 (FCA) (Provision requires allocation 
of retired partner’s income among provincial sources); Dacen v. 


MNR, [1989] 2 C.T.C. 44 (FCTD) (Income improperly allocated to | 


former partner when agreement unilaterally altered by remaining 
partners); Delesalle v. The Queen; The Queen v. Cohos, [1986] 1 
C.T.C. 58 (FCTD) (Part of sum paid to retiring partner representing 
work in progress was capital repayment); Laferriére v. The Queen, 
[1985] 2.C.T.C. 190 (FCTD); appealed to FCA (Sept. 9, 1985), File 
A-725-85 (Sale price for partnership interest including amounts for 
work in progress and accounts receivable was capital). 


Interpretation Bulletins: IT-278R2: Death of a partner or of a 
retired partner; IT-338R2: Partnership interests — effects on: ad- 
justed cost base resulting from the admission or retirement of a part- 
ner. See also list at end of s. 96. 


(1.2) Disposal of right to share in income, 
etc — Where in a taxation year a taxpayer who has 
a right to a share of the income or loss of a partner- 
ship under an agreement referred to in subsection 
(1.1) disposes of that right, 


(a) there shall be included in computing the tax- 
payer’s income for the year the proceeds of the 
disposition; and 


(b) for greater certainty, the cost to the taxpayer 
of each property received by the taxpayer as con- 
sideration for the disposition is the fair market 
value of the property at the time of the 
disposition. 

Related Provisions: 96(1.3) — Deductions. 

Interpretation Bulletins: See list at end of s. 96. 

(1.3) Deductions — Where, by virtue of subsec- 


tion (1.1) or (1.2), an amount has been included in 
computing a taxpayer’s income for a taxation year, 


Income Tax Act, Part I, Div. B 


there may be deducted in computing the taxpayer’s 
income for the year the lesser of 


(a) the amount so included in computing’ the tax- 
payer’s income for the year, and . 


(b) the amount, if any, by which the cost to the 
taxpayer of the right to a share of the income or 
loss of a partnership under an agreement referred 
to in subsection (1.1) exceeds the total of all 
amounts in respect of that right that were deducti- 
ble by virtue of this subsection in computing the 
taxpayer’s income for previous taxation years. 
Interpretation Bulletins: IT-278R2: Death of a partner or of a 
retired partner; IT-338R2: Partnership interests — effects on ad- 
justed cost base resulting from the.admission or retirement of a part- 
ner. See also list at end of s. 96. 


(1.4) Right deemed not to be capital prop- 
erty — For the purposes of this Act, a right to a 
share of the income or loss of a partnership under an 
agreement referred to in subsection (1.1) shall be 
deemed not to be capital property. 

Interpretation Bulletins: IT-338R2: Partnership. eatarests ef 


fects on adjusted cost base resulting from the admission,or retire- 
ment of a partner. 


(1.5) Disposition by virtue of death of tax- 
payer — Where, at the time of a taxpayer’s death, 
the taxpayer has a right to a share of the income or 
loss of a partnership under an agreement referred to 
in subsection (1.1), subsections 70(2) to (4) apply. 
Related Provisions: 53(1)(e)(v) — Adjustments to cost base. 
Interpretation Bulletins: IT-212R3: Income of deceased per- 


sons — rights or things; IT-278R2: Death of a partner or of a.retired 
partner. See also list at end of s. 96. 


(1.6) Members of partnership deemed to be 
carrying on business in Canada — Where a 
partnership carries on a business in Canada at any 
time, each taxpayer who is deemed by paragraph 
(1.1)(a) to be a.member of the partnership at that 
time is deemed to carry on the business in Canada at 
that time for the purposes of subsection; 2(3), sec- 
tions 34.1 and 150 and (subject to. subsection 
34.2(7)) section 34.2. 


History: Subsec. 96(1.6) amended by 1996, c. 21, subsec. 17(3), 
applicable after 1993. The subsec. formerly read: 


(1.6) Members of partnership deemed to be carrying on 
business in Canada — Where a partnership catries on a 
business in Canada in a taxation year, each taxpayer who is 
deemed by paragraph (1.1)(a) to be a member of the partner- 
ship shall, for the purposes of subsection 2(3), be deemed to 
carry on that business in Canada in that year. 


Pre-RSC History: Subsecs. 96(1.1)—(1.6) added by 1974-75-76, c. 
26, subsec. 60(2), applicable to 1972 et seq. 


Interpretation Bulletins: See list at end of s. 96. 


(1.7) Gains and losses — Notwithstanding sub- 
section (1) or section 38, where in a particular taxa- 
tion year of a taxpayer (other than an individual who 
is not a testamentary trust) commencing before 1990, 
the taxpayer is a member of a partnership with a fis- 
cal period ending in the particular year, the amount 
of its taxable capital gain (other than that part of the 
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amount that can be attributed to an amount deemed 
under subsection 14(1) to be a taxable capital gain of 
the partnership), allowable capital loss or allowable 
business investment loss for the particular year de- 
termined in respect of the partnership shall be the 
amount determined by the formula 


B 
C 


where > 


A is the amount of the taxpayer’s taxable capital 
gain (other than that part of the amount that can 
be attributed to an amount deemed under subsec- 
tion 14(1) to be a taxable capital gain of the part- 
nership) allowable capital loss or allowable busi- 
ness investment loss, as the.case may be, for the 
-particular year otherwise determined under. this 
section in respect of the partnership; 

B is the fraction that would be used under section 
38 for the particular year in respect of the tax- 
payer if the taxpayer had a hie staal for the 
particular year; and 


C is the fraction that was used under section 38 for 
~ the fiscal period of the partnership. | 


Pre-RSC History: Subsec. 96(1.7) added by 1988, c. 55, beh, 
66(3), applicable to taxation, years and fiscal periods ending after 
1987. . 
Interpretation Bulletins: See list at end of s. 96. 


(1.8) Loan of property — For the purposes of sub- 


section 56(4.1) and sections 74.1-and 74.3, where an | 


individual has transferred or lent property, either di- 
rectly. or indirectly, by means of a trust or by any 
other means whatever, to a person and the property 
or property substituted therefor is an interest in a 
partnership, the person’s share of the amount of any 
income or loss of the partnership for a fiscal period 
in which the person was a specified member of the 
partnership shall be deemed to be income or loss, as 
the case may be, from the property or substituted 
property. 

Related Provisions: 248(5) — Substituted property. 

Pre-RSC History: Subsec. 96(1.8) added by 1988, c. 55, subsec. 
66(3), applicable to 1989 et seg., otherwise than with respect to in- 


come of a partnership that may reasonably be considered to relate to 
a period before 1989. 


Interpretation Bulletins: IT-511R: Interspousal and certain other 
transfers and loans of property. See also list at end of s. 96. 


(2) Construction — The provisions of this subdi- 
vision shall be read and construed as if each of the 
assumptions in paragraphs (1)(a) to (g) were made. 


(2.1) Limited partnership losses — Notwith- 
standing subsection (1), where a taxpayer is, at any 
time in a taxation year, a limited partner of a partner- 
ship, the amount, if any, by which 


(a) the total of all amounts each of which is the 
taxpayer’s share of the amount of any loss of the 
partnership, determined in accordance with sub- 
section (1), for a fiscal period of the partnership 


S. 96(2.1) 


ending in the taxation year from a business (other 
than a farming business) or from property 


exceeds 
(b) the amount, if any, by which 


(i) the taxpayer’s. at-risk amount in respect of 
the partnership at the end of the fiscal period 


exceeds: the total: of 


(ii) the:amount required by subsection 127(8) 
in respect of the partnership to be added in 
computing the investment tax credit of the 
taxpayer for the taxation year, 


(ui) the taxpayer’s share of any losses of the 
partnership for the fiscal period from a farm- 
ing business; and | 
(iv) the taxpayer’s share of 

(A) the foreign exploration and develop- 


ment expenses, if any, incurred by the 
partnership in the fiscal period, 


(B) the Canadian exploration expense, if 
any, incurred by the partnership in the fis- 
cal period, 


(C) the Canadian development expense, if 
any, incurred by the partnership in the fis- 
cal period, and 


(D) the Canadian oil and gas property eX- 
pense, if any, incurred by the partnership 
in the fiscal period, 

shall ) 


(c) not be Jedugted in computing the taxpayer’s 
income for the: year, 


(d) not be included‘ in computing: the taxpayer’s 
non-capital loss for the year, and . 


(e) be deemed to be the taxpayer’s limited part- 
nership loss in respect of the partnership for the 
year. 


Related Provisions: 66.8(1) — Resource expenses of limited 


partner; 87(2.1)(a) — Amalgamation — limited partnership loss 
carried forward; 96(2.2) — At-risk amount; 111(1)(e) — Carryfor- 
ward of non-deductible limited partnership’ losses; 111(9) — Lim- 
ited partnership loss where taxpayer not-resident in Canada ; 
127.52(1)@)@i)(B) — Calculation, of previous: year’s limited. part- 
nership loss for minimum tax purposes; 128.1(4)(f) — Limited part- 
nership loss limitation on becoming non-resident; 152(1.1)-(1.3) — 
Determination of losses; 248(1)“limited partnership loss” — Defini- 
tion applies to entire Act. 

Pre-RSC History: Para. 96(2.1)(a) amended by 1988, c. 55, sub- 
sec. 66(4), to add “*, determined in accordance with subsection (1),” 
applicable after December 15, 1987. 


Subsec. 96(2.1) added by 1986, c. 55, subsec. 25(1), applicable after 
February 25, 1986. 


Selected Cases [subsec. 96(2.1)]: Signum Communications 


Inc. v. Canada, (1991) 2. C.T.C. 31 (FCA) (Limited partner allowed 
losses greater than amount of capital contribution to-partnership). 


Interpretation Bulletins: [T-232R3: Losses — their deductibility 
in the loss year or in other years; IT-262R2: Losses of non-residents 
and part-year residents; IT-302R3: Losses of,a corporation — the 
effect that acquisitions of control, amalgamations, and windings-up 
have on their deductibility — after January 15, 1987. See also list at 
end of.s. 96. 
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Advance Tax Ruling: ATR-51: Limited partner at-risk rules; 
ATR-59: Financing exploration and development through limited 
partnerships. 


(2.2) At-risk amount — For the purposes of this 
section and sections 111 and 127, the at-risk amount 
of a taxpayer, in respect of a partnership of which 
the taxpayer is a limited partner, at any particular 
time is the amount, if any, by which the total of 


(a) the adjusted cost base to the taxpayer of the 
taxpayer’s partnership interest at that time, com- 
puted in accordance with subsection (2.3) where 
applicable, 


(b) where the particular time is the end of the fis- 
cal period of the partnership, the taxpayer’s share 


in the ordinary course of carrying on the parks 
nership business, . 


(11) [Repealed] 

(iii) as a consequence of the death of the 
taxpayer, . 

(iv), (v) [Repealed] 

(vi) in respect of an amount not included in 
the at-risk amount of the taxpayer determined 
without reference to this paragraph, or 

(vil) because of an excluded obligation (as de- 
fined in subsection 6202.1(5) of the Income 


Tax Regulations) in relation. to.a share issued 
to the partnership by a corporation, 


of the income of the partnership from a source for and, for the purposes of this subsection, 


that fiscal period computed under the method de- 
scribed in subparagraph 53(1)(e)(i), and 


(b:1) where the particular time is the end of the 
fiscal period of the partnership, the amount re- 
ferred to in subparagraph 53(1)(e)(viii) in respect 
of the taxpayer for that fiscal period 


exceeds the total of 


(c) all amounts each of which is an amount owing 
at that time to the partnership, or to a person or 
partnership not dealing at arm’s length with the 
partnership, by the taxpayer or by a person or 
partnership not dealing at arm’s length with the 
taxpayer, other than any amount deducted under 
subparagraph 53(2)(c)(i.3) in computing the ad- 
justed cost base, or under section 143.2 in com- 
puting the cost, to the taxpayer of the taxpayer’s 
partnership interest at that time, and 


(d) any amount or benefit that the taxpayer or a 
person not dealing at arm’s length with the tax- 
payer is entitled, either immediately or in the fu- 
ture and either absolutely or contingently, to re- 
ceive or to obtain, whether by way of 
reimbursement, compensation, revenue guaran- 
tee, proceeds of disposition, loan or any..other 
form of indebtedness or:in any other form or 


_(e) where the amount or benefit to which the tax- 


payer or the person is entitled at any time is pro- 
vided by way of an agreement or other arrange- 
ment under which the taxpayer or the person has 
a right, either immediately or in the-future and e1- 
ther absolutely or contingently (otherwise than as 
a consequence of the death of the taxpayer), to 
acquire other property in exchange for all or any 
part of the partnership interest, for greater cer- 
tainty the amount or benefit to which the taxpayer 
or the person is entitled under the agreement or 
arrangement is considered to be not less than the 
fair market value of the other property at that 
time, and 


(f) where the amount or benefit to which the tax- 
payer or the person is entitled at any time is pro- 
vided by way of a guarantee, security or similar 
indemnity or covenant in respect of any loan or 
other obligation of the taxpayer or the person, for 
greater certainty the amount or benefit to which 
the taxpayer or the person is entitled under the 
guarantee or indemnity at any particular time is 
considered to be not less than the total of the un- 


- paid amount of the loan or obligation at that time 


and all other amounts outstanding in respect of 
the loan or obligation at that time. 


manner whatever, granted or to be granted for the | Related Provisions: 40(3.14)(b) — Meaning of “limited partner” 
purpose of reducing the impact, in whole or in | re negative ACB of partnership interest; 66.8 — Resource expenses 
part, of any loss that the taxpayer may sustain be- | of limited partner; 96(2.3) — Computation of at-risk amount; 


cause the taxpayer is a member of the partnership 
or holds or disposes of an interest in the partner- 


96(2.6) — Artificial transactions; 96(2.7) — Non-arm’s length con- 
tribution of capital to partnership; 143.2(2), (6) — At-risk adjust- 
ment to tax shelter investment; 248(8) — Occurrences as a conse- 


ship, except to the extent that the amount or bene- | quence of death. 


fit is included in the determination of the value of 


History: Para. 96(2.2)(c) and the opening words of para. 96(2.2)(d) 


J in the definition. “cumulative Canadian explora- amended by 1998, c. 19; subsec. 123(1), applicable after November 


tion expense” in subsection 66.1(6), of M in the 
definition “cumulative Canadian development ex- 
pense” in subsection 66.2(5) or of I in the defini- 
tion “cumulative Canadian. oil and gas property 
expense” in subsection 66.4(5) in respect of the 
taxpayer, or the entitlement arises 


(1) by virtue of a contract of insurance with an 
insurance corporation dealing at arm’s length 
with each member of the partnership under 
which the taxpayer is insured against any 
claim arising as a result of a liability incurred 
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1994. Para. (c) and the opening words of para. (d) formerly read: 


(c) the total of all amounts each of which is an amount owing 
at that time to the partnership or to a person or partnership 
with whom or which the partnership does not deal at arm’s 
length by. the taxpayer or by a person or-partnership with 


_ whom or which the taxpayer does not deal.at arm’s length 


other than any such amount deducted under subparagraph 
53(2)(c)(i.3) in computing the adjusted cost base to the tax- 
payer of the taxpayer’s partnership interest at that time; and 


(d) where the taxpayer or a person with whom the taxpayer 


» does not deal at arm’s length is entitled, either immediately or 
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in the future and either absolutely or contingently, to receive 
or obtain any amount or benefit, whether by way of reim- 
bursement, compensation, revenue guarantee or proceeds of 
disposition or in any other form or manner whatever, granted 
or to be granted for the purpose of reducing the impact, in 
whole or in part, of any loss that the taxpayer may. sustain 
because the taxpayer is a member of the partnership or holds 
or disposes of an interest in the partnership, the amount or 
benefit, as the case may be, that the taxpayer or the person is 
or will be so entitled to receive or obtain, except to the extent 


- that the amount or benefit is included in the determination of 


J in the definition “cumulative Canadian exploration ex- 
pense” in subsection 66.1(6), of M in the definition “cumula- 
tive Canadian development expense” in subsection 66.2(5) or 
of I in the definition “cumulative Canadian oil and gas prop- 
erty expense” in subsection 66.4(5) in respect of the taxpayer 


- or the entitlement arises 


S. 96(2.2) 


(C) solicitations in respect of the sale of the securities 
contemplated by the memorandum were made before 
April 27, 1995, 


(D) the sale of the securities was substantially in accor- 
dance with the memorandum, and 


(E) the funds were spent before 1996 in accordance 
with the memorandum; and 


(b) the following conditions are met: 


(i) in the case of an interest 


(A) acquired by the taxpayer under the terms of an 
agreement in writing entered into by the taxpayer 
before. April 27, 1995, or 

(B) to which subparagraph (a)(iii) or (iv) applies 


that is a tax shelter for which s. 237.1 requires an identifi- 
cation number to be obtained, an identification number was 


Subparas. 96(2.2)(d)(iv) and (v) repealed by 1998, c. 19, subsec. 
123(3), applicable to partnership interests acquired by a taxpayer af- 
ter April 26, 1995, other than where 


obtained before April 27, 1995, and 


(ii) there is no agreement or other arrangement under which 
the taxpayer’s obligations with respect to the interest can be 
changed, reduced or waived if there is a change to the Act 


(a) the interest in the partnership is acquired by the taxpayer 
or if there is an adverse assessment under the Act. 


under the terms of an agreement in writing entered into by the 
taxpayer before April 27, 1995, or the interest was acquired by | The subparas. formerly read: 
the taxpayer 


(i) before 1996 where 


(A) all or substantially all of the property of the part- 
nership is 


(iv) by virtue of an agreement under which the taxpayer may 
dispose of the partnership interest for an amount not exceed- 
ing its fair market value, determined without reference to the 
agreement, at the time of the disposition, 


(v) by virtue of a revenue guarantee or other agreement in 
respect of which gross revenue is earned by the partnership 
except to the extent that the revenue guarantee or other agree- 
ment may reasonably be considered to ensure that the tax- 
payer or person will receive a return of a portion of the tax- 


(I) a film production prescribed for the purpose of 
subpara. 96(2.2)(d)(i), or 


(II) an interest in one or more partnerships all or 

substantially all of the property of which is a film 

production prescribed for the purpose of subpara. payer’s investment, 

96(2.2)(d)(ii), The portion of subsec. 96(2.2) after para. (d) amended by 1998, c. 
(B) the principal photography of the production began 19, subsec. 123(4), applicable to partnership interests acquired by a 
before 1996, or, in the case of a production that is a | taxpayer after April 26, 1995, except that it does not apply where 
television series, the principal photography of one epi- 


(a) the interest was acquired by the taxpayer 
sode of the series began before 1996, and 


(i) under the terms of an agreement in writing entered into 


(C) the principal photography of the production was 
completed before March 1996, 


(ii) before 1996 where it can reasonably be considered that 
the funds raised by the partnership through the issue of the 
interest were used by the partnership to acquire before 1996 
property included in Class 24, 27 or 34 in Schedule II to the 
Income Tax Regulations and the property was 


(A) acquired under an agreement in writing entered 
into by the partnership before April 27, 1995, or 


(B) under construction by or on behalf of the partner- 
ship on April 26, 1995, es 


(ii1) before July 1995 under the terms of a document that is 
a prospectus, preliminary prospectus or registration state- 
ment filed before April 27, 1995 with a public authority in 
Canada under and in accordance with the securities legisla- 
tion of Canada or of any province and, where required by 
law, accepted for filing by the public authority, and the 
funds so raised were expended before 1996 on expenditures 
contemplated by the document, or 


(iv) before July 1995 under the terms of an offering memo- 
randum distributed as. part of an offering of securities 
where 


(A) the memorandum contained a complete or substan- 
tially complete description of the securities contem- 
plated in the offering as well as the terms and condi- 
tions of the offering, 


(B) the memorandum was distributed before April 27, 
1995, 
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by the taxpayer before April 27, 1995, 


(ii) before July 1995 under the terms of a document that is a 
prospectus, preliminary prospectus or registration statement 
filed before April 27, 1995 with a public authority in Can- 
ada under and in accordance with the securities legislation 
of Canada or of any province and, where required by law, 
accepted for filing by the public authority, and the funds so 
raised were expended before 1996 on expenditures contem- 
plated by the document, or 


(iii) before July 1995 under the terms of an offering memo- 
randum distributed as part of an offering of securities 
where’ 


(A) the memorandum contained a complete or substan- 
tially complete description of the securities contem- 
plated in the offering as well as the terms and condi- 
tions of the offering, 


(B) the memorandum was distributed before April 27, 
1995, 


(C) solicitations in respect of the sale of the securities 
contemplated by the memorandum were made before 
April 27, 1995, 


(D) the sale of the securities-was substantially in accor- 
dance with the memorandum, and 


(E) the funds were spent before 1996 in accordance 
with the memorandum; and 


(b) the following conditions are met: 


(i) in the case of an interest that is a tax shelter for which s. 
237.1 requires an identification number to be obtained, an 


S. 96(2.2) 


identification number was obtained before April 27, 1995, 
and 


(ii) there is no agreement or other arrangement under which 
the taxpayer’s obligations with respect to the interest can be 
changed, reduced or waived if there is a change to the Act 
or if there is an adverse assessment under the Act. 


That portion formerly read: 


and, for the purposes of this subsection, where the:amount or 
benefit to which the taxpayer is at any time entitled is pro- 
vided 


(e) by way of an agreement or other arrangement under 
which the taxpayer has:a right, either absolutely or con- 
tingently (otherwise than as a consequence of the death 
of the taxpayer), to acquire other property, in exchange 
for all or any part of the partnership interest, for. greater 
certainty the amount or benefit to which the taxpayer is 
entitled under the agreement or arrangement shall be not 
less than the fair market value of that other ory at 
that time, or 


(f) by way of a guarantee, security or similar indemnity. , 
or covenant in respect of any loan or other obligation of 
the taxpayer, by the partnership or a person or partner- 
ship with whom or which the partnership does not deal at 
arm’s length, for greater certainty the amount or benefit 
to which the taxpayer is entitled under the guarantee or 
indemnity at any particular time shall not be less than the 
total of the unpaid amount of the loan or obligation ‘at 
that time and all other amounts outstanding in respect of 
the loan-or obligation at that time. 


Subpara. 96(2.2)(d)(ii) repealed by 1996, c. 21, subsec. 17(4), appli- 
cable to reyenue guarantees granted after 1995. The subpara. for- 
merly read: 


(ii) by virtue of a prescribed revenue guarantee in a as of a 
prescribed film production, 


Para. 96(2.2)(c) amended by 1995, c. 3, s. 25, appiieaere after Sep- 
tember 26, 1994. Para. (c) Agasdie read: 


(c) the total of all amounts each of which is an amount owing 
at that time to the partnership or to a person or partnership 
with whom or which the partnership does not,deal at arm’s 
length by the taxpayer or by a person with whom the taxpayer 
does not deal at arm’s length, and 


That portion of para. 96(2.2)(d) preceding subpara. (i) substituted 
by 1994, c. 7, Sch. II (1991, c. 49), subsec. 72(1), applicable to tax- 
ation years ending after June 17, 1987. That portion formerly read: 


(d) where the taxpayer or a person with whom the taxpayer 
does not deal at arm’s length is entitled, either immediately or 
in the future, either absolutely or contingently, to receive or 
obtain any amount or benefit, whether by way of reimburse- 
ment, compensation, revenue guarantee or proceeds of dispo- 
sition or in any other form or manner whatever, granted or to 
be granted for the purpose of reducing the impact, in whole or 
in part, of any loss that the taxpayer may sustain by virtue of 
the taxpayer’s being a member of the partnership or by virtue 
of the taxpayer’s holding or disposing of the taxpayer’s part- 
nership interest, the amount or benefit, as the case may be, 
that the taxpayer or the person is or will be so entitled to re- 
ceive or obtain, except to the extent that the entitlement arises 


Subpara. 96(2.2)(d)(vii) added by 1994, c. 7, Sch. If (1991, c. 49), 
subsec. 72(2), applicable to taxation years ending after June 17, 
1987. 


Pre-RSC History: Para. 96(2.2)(b.1) added by 1988, c. 55, subsec. 
66(5), applicable after June 17, 1987. 
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Subsec: 96(2.2) added by 1986, c. 55, subsec. 25(1), applicable after 
February 25,1986 except that, in its application to tight inter- 
ests acquired before 1987 pursuant to 


(a)'a prospectus, preliminary prospectus, registration statement 

or offering memorandum filed before June 12, 1986 and, where 
required by law, accepted for filing by a public authority in 

Canada pursuant to and in accordance with the securities legis- 
“Jation of Canada or of any province, 


(b) an offering memorandum or similar offering material in re- 
spect of which solicitations were made to prospective purchas- 
ers after February 25, 1986 and before June 12, 1986 and which 
was, where required by law, filed with a public authority in 
_ Canada pursuant to and in accordance with the securities legis- 
lation of Canada or of any province, 
(c) an issue of partnership interests, ina partnership formed for 
the purpose of producing a film production, that is prescribed 
for the purposes of subparagraph 96(2.2)(d)(ii), where the part- 
nership is obliged to make expenditures in respect of the pro- 
duction of the film pursuant to an agreement in writing entered 
into by it or on its behalf before June 12, 1986, or 
(d) an issue of interests in'a partnership formed before’ June 12, 
1986 for the purpose of acquiring a film production, that is pre- 
scribed for the purposes of subparagraph 96(2.2)(d)(ii), from a 
producer who produced the film for the purpose, as evidenced 
in writing before June 12, 1986, of its sale’ to the partnership, 
where the producer is obliged to make expenditures in respect 
~ of the film pursuant to an agreement in writing entered into by 
him before June 12, 1986, 
the words “for the purpose of reducing the impact, in whole or in 
part, of any loss that the taxpayer may sustain” in paragraph 
96(2.2)(d) shall: be read as “pursuant to:an undertaking, made by 
any person or partnership, to indemnify the taxpayer with respect to 
any liability that the taxpayer may incur’’. 
Selected Cases [subsec. 96(2.2)]: Goren v. R., [1997] 3 C.T.C. 
2025, (TCC) (At-risk rules applied where. no..commercial activity 
whatsoever); Central Supply Company (1972) v. R.,, [1997] 3 C.T.C. 
102 (FCA); rev’ g [1995] 2 C.T.C. 2320 (TCC) (Deductions permit- 
ted under specific provisions of the Act may nevertheless unduly or 
artificially reduce income); Hazelwood v. Canada, [1990] 1 C.T.C. 
5 (FCTD) (Deductions for losses and capital cost allowance by lim- 
ited partner permitted to the extent of capital contribution). 
Regulations: 7500 a hi film production, prescribed reve- 
nue guarantee). 
Interpretation Bulletins: aaa Losses — their deductibility 
in the loss year or in other years. See also list at end of s. 96. 
Advance Tax Ruling: ATR-51: Limited partner at-risk rules; 
ATR-59: Financing exploration and development through limited 
partnerships. 


(2.3) Idem — For the purposes of subsection (2.2), 
where a taxpayer has acquired the taxpayer’s part- 
nership interest at any time from a transferor other 
than. the partnership, the adjusted cost. base. to the 
taxpayer of that interest shall be computed as if the 
cost-to the taxpayer of the interest were the lesser of 


(a) the taxpayer’s cost otherwise determined, and 
(b) the greater of 
(i) the adjusted cost base of that interest to the 
transfetor immediately before that ‘time, and 
(i) mil, 
and where the adjusted cost base of the transferor 
cannot be determined, it shall be deemed to be equal 
to the total of the amounts determined in respect of 
the taxpayer under paragraphs (2.2)(c) and (d) imme- 
diately after that time. 
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(2.4) Limited partner — For the purposes: of this 
section and sections 111 and 127, a taxpayer who is 
.a member of a partnership at a particular time is a 
limited partner of the partnership at that time if the 
member’s partnership interest is not an exempt inter- 
_est. (within the meaning assigned by subsection (2.5)) 
_at that time and if, at that time or within 3 years after 

‘that time, ) she 
> (a) by ene san any law governing the part- 
nership arrangement, the liability of the member 

as a member of the partnership. is limited; 


- (b) the member or a person not dealing at.arm’s 
length with the member is entitled, either imme- 
diately or in the future and either absolutely or 
contingently, to receive an amount or to obtain a 
benefit that would be described in paragraph 
(2.2)(d) if that paragraph were read without refer- 
ence to subparagraphs (ii) and (v1); 


.(c) one of the reasons for. the existence of the 
member who owns the. interest 


(i) can reasonably be considered to be to limit 
_ the liability of any person with respect to that 
interest, and 


(ii) cannot reasonably be dbhgidetedl to be to 
permit any person who has an interest in the 
member to carry on that person’s business 
‘(other than an investment business) 1 in the 
most effective manner; or 


(d) there is an agreement or other arrangement for 
‘the disposition of an interest in the partnership 


~-and one of the main reasons for the agreement or 


arrangement can reasonably be considered to be 
_ to attempt to avoid the application of this subsec- 
tion to the member. 


Related Provisions: 66.8 — Resource expenses of limited part- 
ner; 96(2.5) — Exempt interest in a partnership; 143.2(1)“tax shel- 
ter investment”(b) — Whether pind partnership interest is tax 
shelter investment. 


History: Subsec. 96(2.4) amended by 1998, c. 19, subsec. 123(5), 
applicable to fiscal periods that end after November 1994. The sub- 
sec. formerly read: 


(2.4) For the purposes of this section and sections 111 and 
127, a taxpayer who is-a member of a partnership at a particu- 
lar ‘time is a limited partner of that partnership at that time if 
the taxpayer’s partnership interest is not an exempt interest at 
that time (within the meaning assigned by subsection (2.5)) 
and if, at that time or within three years after that time, 


(a) by operation of any law which governs the partner- 
ship arrangement, the liability of the taxpayer in the tax- 
payer’s capacity as a member of the partnership, is 
limited; 

(b) the taxpayer or a person with whom the taxpayer does 
not deal at arm’s length is entitled to receive an amount 
or obtain a benefit that would be described in paragraph 
(2.2)(d) if it were read without reference to subpara- 
graphs (2.2)(d)(ii) and (vi); 

(c) one of the reasons for the existence of the taxpayer 
who owns the interest 


(i) may reasonably be considered to be to limit. the 
‘liability of any other person with respect to that inter- 
est, and 
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(ii) may not reasonably be considered to be to permit 
any person who has an interest. in the taxpayer to 
carry on that person’s business (other than an invest- 
ment business) in the most effective manner; or ~ 


(d) there is an agreement or other arrangement for the 
disposition of an interest in the partnership and one of the 
main reasons for the agreement or arrangement may rea- 
sonably be considered to be to attempt to avoid the appli- 
cation of this subsection to the taxpayer. 


Interpretation Bulletins; IT-232R3: Losses — sitet deductibility 
in the loss year or in other years. See also list at end of s. 96. 


(2.5) Exempt interest — For the purposes of sub- 
section (2.4), an exempt interest in a partnership at 
any time means a prescribed partnership interest or 
an interest in a partnership that was actively carrying 
on business on a regular and a continuous basis im- 
mediately before February 26, 1986 and. continu- 


ously thereafter until that time or that was earning 


income from the rental or leasing of property imme- 
diately before February 26, 1986 and continuously 
thereafter until that time, where there has not after 
February 25, 1986 and before that time been a.sub- 
stantial contribution of capital to the partnership or a 
substantial increase in the indebtedness. of the part- 
nership and, for this purpose, an amount will not be 
considered to be substantial where 


(a) the amount was used by the partnership: to 
make an expenditure required to be made pursu- 
ant to:the terms of a written agreement entered 
into by it before February 26, 1986, or to repay a 
loan, debt or, contribution of capital that had been 
received or incurred in respect.of any..such 
expenditure, 


(b) the amount was raised pursuant to the terms 
of a prospectus, preliminary prospectus or regis- 
tration statement filed before February 26, 1986 
with a public authority in Canada pursuant to and 
in accordance with the securities legislation of 
Canada or of any province, and, where required 

by law, accepted for filing by that public author- 
ity, Or 


(c) the amount was used for the activity that was 
carried on ‘by the partnership. on February 25, 
1986 but was not used for a significant expansion 
of the activity 


and, for the purposes of this subsection, 


(d) a.partnership in respect of which paragraph 
(b) applies shall be considered to have ‘been ac- 
tively carrying on a business on a regular and a 
continuous basis immediately before February 
26, 1986 and continuously thereafter until the 
earlier of the closing date, if any, stipulated in the 
document referred to that paragraph and January 
1, 1987, and 


(e) an expenditure shall not be considered to have 
been required to be made pursuant to the terms of 
an agreement where the obligation to make the 
expenditure is conditional in any way on the con- 
sequences under this Act relating to the expendi- 
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ture and the condition has not been satisfied or 
waived before June 12, 1986. 
Selected Cases [subsec. 96(2.5)]: Goren v. R., [1997] 3 C.T.C. 


2025 (TCC) (At-risk rules applied where no commercial activity 
whatsoever). 


Regulations: No prescribed partnership interests to date. 


(2.6) Artificial transactions — For the purposes 
of paragraph (2.2)(c), where at any time an amount 
owing by a taxpayer or a person with whom the tax- 
payer does not deal at arm’s length is repaid and it is 
established, by subsequent events or otherwise, that 
the repayment was made as part of a series of loans 
or other transactions and repayments, the amount 
owing shall be deemed not to have been repaid. © 


Related Provisions: 248(10) — Series.of transactions. 


(2.7) ldem—For the purposes of paragraph 
(2.2)(a), where at any time a taxpayer makes a con- 


tribution of capital to a partnership and the partner- 


ship or a person or partnership with whom or which 
the partnership does not deal at arm’s length makes a 
loan to the taxpayer or to a person with whom the 
taxpayer does not deal at arm’s length or repays the 
contribution of capital, and it is established, by sub- 
sequent events or otherwise, that the loan or repay- 
ment, as the case may be, was made as part of a se- 
ries of loans or other transactions and repayments, 
the contribution of capital shall be deemed not to 
have been made: to the extent of the loan or repay- 
ment, as the case may be. 


Related Provisions: 248(10)— Series of transactions. 


Pre-RSC History: Subsecs. 96(2.3) to (2.7) added by 1986, c. 55, 
subsec. 25(1), applicable after February 25, 1986. 


Interpretation Bulletins: See list at end of s. 96. 


(3) Agreement or election of partnership 
members — Where a taxpayer who was a member 
of a partnership during a fiscal period has, for any 
purpose relevant to the computation of the tax- 
payer’s income from the partnership for the fiscal 
period, made or executed an agreement, designation 
or an election under or in respect of the application 
of any of subsections 13(4), (15) and (16) and 14(6), 
section 15.2, subsections 20(9) and.21(1) to (4), sec- 
tion 22, subsection 29(1), section 34, clause 
37(8)(a)(ii)(B), subsections 44(1) and (6), 50(1) and 
80(5), (9), (10) and (11), section 80.04 and subsec- 
tions 97(2) and 249.1(4) and (6) that, but for this 
subsection, would be a valid agreement, designation 
or election, 


(a) the agreement, designation or election is not 
valid unless 


(1). it was made or executed on behalf of the 
taxpayer and each other person who was a 
member of the partnership during the fiscal 
period, and 


(1) the taxpayer had authority to act for the 
partnership; 


(b) unless the agreement, designation or election 
is invalid because of paragraph (a), each other 
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person who was a member of the partnership dur- 
ing the fiscal period shall be deemed to have 


made or executed the agreement, eagle or 
election; and 


(c) notwithstanding paragraph (a), any agree- 


ment, designation or election deemed by para- 
graph (b) to have been made or executed by any 
person shall be deemed to be a valid agreement, 
designation or election made or executed by that 
person. | 


Related Provisions: 244(20) — Members of partnerships. 


History: The opening words of subsec. 96(3) amended by 1998, c. 
19; subsec. 123(6), applicable to fiscal periods that end after De- 
cember 2, 1992, except that , 


(a) with respect to fiscal periods that ended after that day and 
before February 22, 1994, the opening words of subsec. 96(3) 
shall be read as follows: 


(3) Where a taxpayer who was a member of a partnership 
during a fiscal period has, for any purpose relevant to the 
computation of the taxpayer’s income from the partner- 
ship for the fiscal period, made or executed an election 
under or in respect of the application of any of subsec- 
tions 13(4), (15) and (16) and 14(6), section 15.2, subsec- 
tions 20(9) and 21(1) to (4), section 22, subsection 29(1), 
section 34, clause 37(8)(a)(1i)(B) and subsections 44(1) 
and (6), 50(1) and 97(2) that, but for this subsection, 
would be a valid election, 


and 


(b) before 1995, the opening words shall be read without refer- 
ence to subsections 249.1(4). and (6)-of the Act. 


The opening words. formerly read: 


(3) Where a taxpayer who was a member of a partnership.in a 
fiscal period has, for any purpose relevant to the computation 
of the taxpayer’s income from the partnership for the fiscal 
period, made or executed an agreement, a designation or an 
election under or in respect of the application of any of sub- 
sections 13(4), (15) and (16), 14(6) [section 15.2, subsec- 
tions], 20(9) and 21(1) to (4), section 22, subsection .29(1), 
section 34, clause 37(8)(a)(1i)(B), subsections 44(1) and (6), 
50(1) and 80(5), (9), (10) and (11), section 80.04 and subsec- 
tions 97(2) and 249.1(4) and (6) that, but for this subsection, 
would be a valid agreement, designation or election, 


The opening words of subsec. 96(3) amended by 1996, c. 21, sub- 
sec. 17(5), applicable after 1994. The opening words formerly read: 


(3) Agreement or election of partnership members — 
Where a taxpayer who was a'member of a partnership during 
a fiscal period has, for-any purpose relevant to the computa- 
tion of the taxpayer’s income from the partnership for the fis- 
cal period, made or executed an agreement, a designation or 
an election under or in respect of the application of any of 
subsections 13(4), (15) and (16), 14(6), [section 15.2, subsec- 
tions] 20(9) and 21(1) to (4), section 22, subsection 29(1), 
section 34, clause 37(8)(a)(ii)(B), subsections 44(1) and (6), 
50(1) and 80(5), (9), (10) and (11), section 80.04 and subsec- 
tion 97(2) that, but for this subsection, would be a valid 
agreement, designation or election, 


Subsec. 96(3) amended by 1995, c. 21, s. 33, applicable to fiscal 
periods that end after February 21, 1994. Subsec. (3) formerly read: 


(3) Election by members — Where a taxpayer who was a 
member of a partnership during a fiscal period has, for any 
purpose relevant to the computation of the taxpayer’s income 
from the partnership for the fiscal period, made or executed 
an election under or in respect of the application of any of 
subsections 13(4), (15) and (16), 14(6), [section 15.2, subsec- 
tions] 20(9) and 21(1) to (4), section 22, subsection 29(1), 
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section 34, clause 37(8)(a)(ii)(B) and subsections 44(1) and 
(6), 501) and 97(2) that, but for this subsection, would be a 
valid election, 


(a) the election is not sig unless 


(i) it was made or executed on behalf of the taxpayer 
and each other person who was a member of the 
partnership during the fiscal period, and | 


(1i) the taxpayer had authority to aet for the 
- partnership; 


(b) unless the election is invalid by virtue of paragraph 
(a), each other person. who was a member of the partner- 
ship during the fiscal period shall be deemed to have 
made or executed the election; and 


(c) notwithstanding paragraph (a), any election deemed 
by paragraph (b) to have been made or executed by any 
person shall be deemed to be a valid election made or 
executed by that person. 


The opening words of subsec: 96(3) amended. by 1994,\c. 8, s. 11, 
applicable to fiscal periods ending after December 2, 1992. [How- 
ever, 1994,.c. 8 unintentionally deleted the reference to 15.2. Offi- 
cials at the Department of Finance have confirmed that the refer- 
ence to section 15.2 will be retroactively reinstated in a future bill, 
and therefore that the subsec. should be read as’ if it were present. ] 
They formerly read: 


(3) Election by members — Where a taxpayer who was: a. 
member of a partnership during a fiscal period has, for any 
purpose relevant to the computation of the taxpayer’s income 
from the partnership for the fiscal period, made or executed 
an election under or in respect of the application of any of 
subsections 13(4), (15) and (16) and 14(6), séction 15.2, sub- 
sections 20(9) and 21(1) to (4), section 22, subsection 29(1), 
section 34 and subsections 44(1) and (6), 50(1) and 97(2) 
that, but for this subsection, would be a valid election, 


That portion of subsec. 96(3) preceding para. (a) amended by 1994, 
c. 7, Sch. VUI (1993, c. 24), subsec. 40(2), AROMAT after February 
25, 1992. That portion formerly read: 


(3) Election by members — Where a taxpayer who was a 
member of a partnership during a fiscal period has, for any 
purpose relevant to the computation of the taxpayer’s income 
from the partnership for the fiscal period, made or executed 
an election under or in respect of the application of any of 
subsections 13(4), (15) and (16), 14(6), 20(9) and 21(1) to 
(4), section 22, subsection 29(1), section 34 and subsections 
44(1) and (6), 50(1) and 97(2) that, but for this subsection, 
would be a valid election, the following rules apply: 


That portion of subsec. 96(3) preceding para. (a) substituted. by 
1994, c. 7, Sch. Il (1991, c. 49), subsec. 72(3), applicable to disposi- 
tions occurring after July 13, 1990 and with respect to elections 
made in respect of the application of subsec. 50(1), as amended, to 
the 1985 to 1989 taxation years and, notwithstanding subsecs. 
152(4) to (5), such assessments of tax, interest and penalties payable 
for the 1985 to 1989 taxation years shall be made as are necessary 
to give effect to those elections. That portion of SUDSEC. 96(3) for- 
merly read: 


(3) Election by members — Where a taxpayer who was a 
member of a partnership during a fiscal period thereof that 
ended after 1971 has, for any purpose relevant to the compu- 
tation of the taxpayer’s income from the partnership for the 
fiscal period, made or executed an election under any of sub- 
sections 13(4), (15) and (16), 14(6), 20(9) and 21(1) to (4), 
section 22, subsection 29(1), section 34 and subsections 
39(4), 44(1) and (6) and 97(2) that, but for this subsection, 
would be a valid election, the following rules apply: 


Pre-RSC History: All that portion of subsec. 96(3) preceding 
para. (a) amended by 1985, c. 45, subsec. 13(2), applicable to 1985 
et seq., to substitute heading “Election by members” for “Validity 
of election by member of partnership” and to substitute “and 29(1), 
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section 34, subsections 39(4), 44(1) and (6) and 97(2)” for “29(1), 
39(4), 44(1) and (6) and 97(2) and paragraph 34(1)(d)”. 
All that portion of subsec. 96(3) preceding para. (a) substituted by 
1980-8 1-82-83, c. 48, subsec. 52(2), applicable to elections made 
after March 31, 1977. That portion formerly read: 
(3) Where a taxpayer who was a member of a partnership 
during a fiscal period thereof that ended after 1971 has, for 
any purpose relevant to the computation of his income from 
the partnership for the fiscal period, made or executed an 
election under any of section 22, subsections 13(15) and (16), 
20(9), 211) to (4), 29(1), 97(2) and paragraph 34(1)(d) that, 
but for this subsection, would be a valid election, the follow- 
ing rules apply: 
All that.portion of subsec.. 96(3) preceding para. (a) substituted. by, 
1974-75-76, c. 26, subsec. 60(3), applicable to 1972 et seq. 
Subsec. 96(3) added by 1973-74, c. 14, s. 30. 
Interpretation Bulletins: IT-278R2: Death of a partner or of a 
retired partner; IT-413R: Election by members of a partnership 
under subsection 97(2); IT-457R: Election by professionals to ex- 
clude work in progress from income. See also list. at.end of s. 96. 


(4)’ Election — Any election under subsection 
97(2) or 98(3) shall be made on or before the day 
that is the earliest of the days on or before which any 
taxpayer making the election is required to file a re- 
turn of income pursuant to section 150 for the tax- 
payer’s taxation year in. which the transaction to 
which the election relates occurred. 


Related Provisions: 96(5) — Late filing; 
late filing; 96(7) — Unpaid balance of ay 


Pre-RSC History: Subsec. 96(4) added by 1974-75-76, c. 26, 
subsec. 60(4),; applicable to 1972 et seq. 


Interpretation Bulletins: IT-413R: Election by members of a 
partnership under subsection 97(2). See also list at end of s..96. 


96(6) — Penalty for 


Forms: T2060: Election.in respect of ESD of property upon 
cessation of partnership. 


(5) Late filing — Where an election referred to:in 
subsection (4), was not made on or before the day on 
or before which the election was required by that 
subsection to be made and that day was after May 6, 
1974, the election shall be deemed to have been 
made on that day if, on or before the day that is 3 
years after that day, 


(a) the election is made in prescribed form; and 


(b) an-estimate of the penalty in respect of that 
election is paid by the taxpayer referred to in sub- 
section 97(2) or by the persons referred to in sub- 
section 98(3), as the case may be, when that elec- 
tion is made. 
Pre-RSC History: All that portion of subsec. 96(5) preceding 
para. (b) substituted by 1980-81-82-83, c. 48, subsec. 52(3), appli- 
cable. to elections required. by subsec. 96(4) to be made on or before 
a day that is after 1977. Subsec.. 96(5) formerly read: 


(5) Where an election referred to in subsection (4) was not 
made on or before the day on or before which the election 
was required by that subsection to be made and that day was 
after May 6, 1974, the election‘shall be deemed to have been 
made on that day if, on or before the day that is-one year after 
that day, | 

(a) the election is made in prescribed form and prescribed 

manner; and 


Subsec. 96(5) added by 1974-75-76, c. 26, subsec. 60(4), applicable 
to 1972 et seq. ; 
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Interpretation Bulletins: IT-413R: Election by members: of a 
partnership under subsection 97(2). See also list at end of s. 96. 


(5.1) Special cases — Where, in the opinion of 
the Minister, the circumstances of a case are such 
that it would be just and equitable 


(a) to permit an election under subsection 97(2) 
or 98(3) to be made ‘after the day that is 3 years 
after the day on or before which the election was 
required by subsection (4) to be made, or 


(b) to permit an election made under subsection 
97(2) to be amended, 


the election or amended election shall be deemed to 
have been made on the day on or before which the 
election was so required to be made if 


(c) the election or amended election is made in 
prescribed form, and 


(d) an estimate of the penalty in respect of the 
election or amended election is paid by. the tax- 
payer referred to in subsection: 97(2) or by. the 
persons referred to in subsection 98(3), as the 
case may be, when the election or amended elec- 
tion 1s made, 


and where this subsection applies to the amendment 
of an election, that election shall be deemed not: to 
have been effective. 


Pre-RSC History: Subsec. 96(5.1) added by 1984, c. 45, s. 32, 
applicable after February 15, 1984. 


Interpretation Bulletins: IT-413R: Election by members of a 
partnership under subsection 97(2). See also list at end of-s. 96. 


(6) Penalty for late-filed election — For the pur- 
poses of this section, the penalty in respect of an 
election or an amended election referred to in paues 
graph (5)(a) or (5.1)(c) is 


(a) where the election or amended clecien 1S 
made under subsection 97(2), an amount equal to 
the lesser of 


(i) ‘44 of 1% of the amount by which the fair 
market value of the property disposed of by 
the taxpayer referred to therein at the time of 
disposition exceeds the amount agreed on by 
the taxpayer and the members of the partner- 
ship in the election or amended election, for 
each month or part: of a month during the pe- 
riod commencing with the day on or before 
which the election is required by subsection 
(4) to be made and ending on the day the elec- 
tion or amended election is made, and 


(ii) an amount, not exceeding $8,000, equal to 
the product obtained by multiplying $100 by 
the number of months each of which is a 
month all or part of which is during the period 
referred to in subparagraph. (i); and 


(b) where the election is made under subsection 
98(3), an amount equal to the lesser of 
(i) ‘44 of 1% of the amount by which, 


(A) the total of all amounts of money and 
the fair market value of partnership prop- 
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erty received by the persons referred to- 
therein as consideration for their interests 
in the partnership at the time that the part- 
nership ceased to exist 


exceeds 


(B) the total of each such person’s pro- 
ceeds of disposition of that person’s inter- 
est in the partnership as determined under 
paragraph 98(3)(a), 


for each month or part of a month during the 
period commencing with the day on or before 
which the election is required by subsection 
(4) to be made and ending on the day the elec- 
tion or amended election is made, and 


(ii) an amount, not exceeding $8,000, equal to 
the product obtained by. multiplying $100 by 
the number of months each of which isa 

~ month all or part of which is during the period 
referred to in subparagraph (4). 


Related Provisions: 96(7) — ‘Assessment of ai 220(3. 1) 
Waiver of penalty by Revenue Canada. 


Pre-RSC History: Subsec. 96(6) substituted by 1984, c. 45,’s. 32, 
to add ‘tor amended election”, to add reference to para. (5.1)(c) and 
to substitute subparas. (a)(i1) aitnd (b)(i1) in their entirety, applicable 
after February 15, 1984. Sdoeetsctiees 96(6)(a)(4i);(b) at) uae: 
read: 


(a)(ii) $4,000, or 


(b)(ii) $4,000. 


Subparas. 96(6)(a)(ii), (b)(ii) substituted by 1980-81-82-83, c. 48, 
subsec. 52(4), applicable with respect to elections made after Octo- 
ber 28, 1980. Subparas. 2O(0 AO), (b)(i1) Nai ts read: 


(a)(ii) $2, 500, or 

“(b)Gi) $2,500. 
Subsec. 96(6) substituted by 1976-77, c. 4, s. 36, applicable to 1972 
et seq. 


Subsec. 96(6) added by 1974-75-76, c. 26, subsec. - 6064, ccaatampen 
to 1972 et seq. 


Interpretation Bulletins: IT-413R: Election by members of a 
partnership under subsection 97(2). See also list’at end of s. 96. 


(7) Unpaid balance of penalty — The Minister 
shall, with all due dispatch, examine each election 
and amended election referred to in paragraph (5)(a) 
or (5.1)(c), assess the penalty payable and send a no- 
tice of assessment to the taxpayer or persons, as the 
case may be, and the taxpayer or persons, as the case 


may be, shall pay forthwith to the Receiver General 


the amount, if any, by which the penalty so assessed 
exceeds the total of all amounts lieth ages on 
account of that penalty. 

Pre-RSC History: Subsec. 96(7) substituted by 1984, c. 45, s. 32, 


to add “and amended election” and to add reference to para. 
(5.1)(c), applicable after February 15, 1984. 


Subsec. 96(7) eabsritited by 1980-81-82-83, c. 48, subsec..52(5), to 
substitute ““Receiver General” for “Receiver, General of Canada”. 


Subsec. 96(7) added by 1974-75-76, c. 26, subsec. 60(4), applicable 
to 1972. et seq. 
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(8) Foreign partnerships — For the purposes of 
this Act, where at a particular time a person resident 


in Canada becomes a member of a partnership, or a | 


person who is a member of a partnership becomes 
resident in Canada, and immediately before the par- 
ticular time no member of the partnership is resident 
in Canada, the following rules apply for the purpose 
of computing the partnership’s income for fiscal pe- 
riods ending after the particular time: 


(a) where, at or before the particular time, the 
partnership held depreciable property. of a pre- 
scribed. class (other than taxable Canadian prop- 
erty), 


(i) no amount shall be included in determining 
the amounts for any of A, C, D and F to I in 
the definition “undepreciated capital cost” in 
subsection 13(21) in respect of the acquisition 
or disposition before the particular time of the 
property, and 


(ii) where the property is the partnership’s 
property at the particular time, the property 
shall be deemed to have been acquired, imme- 
diately after the particular time, by the part- 
nership at a capital cost equal to the lesser of 
its fair market value and its capital cost to the 
partnership otherwise determined; 


(b) in the case of the partnership’s property that is 
inventory (other than inventory of a business car- 
tied on in Canada) or non-depreciable capital 
property (other than taxable Canadian property) 
of the partnership at the particular time, its cost to 
the partnership shall be deemed to be, immedi- 
ately after the particular time, equal to the lesser 
of its fair market value and its cost to the partner- 
ship otherwise determined; 


(c) any loss in respect of the disposition of a 
property (other than inventory of a business car- 
ried on in Canada or taxable Canadian property) 
by the partnership before the particular time shall 
be deemed to be nil; and 


(d) where 4/3 of the cumulative eligible capital in 
respect of a business carried on at the particular 
time outside Canada by the partnership exceeds 
the total of the fair market value of each eligible 
capital property in respect of the business at that 
time, the partnership shall be deemed to have, im- 
mediately after that time, disposed of an eligible 
capital property in respect of the business for pro- 
ceeds equal to the excess and to have received 
those proceeds. 


Related Provisions: 96(9) — Anti-avoidance. 


History: Subsec. 96(8) added by 1994, c. 21, s. 44, applicable to a 
particular partnership where a person or partnership becomes a 
member of the particular partnership after December 21, 1992, or 
where a member of the particular partnership becomes resident in 
Canada after August 30, 1993, except that before May 1994, the 
subsec. shall be read without reference to para. (d). 


(9) Idem — For the purpose of applying subsection 
(8), where it can reasonably be considered that one 
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of the main reasons that there is a member of the 
partnership who is resident in Canada is to avoid the 
application of that subsection, the member shall be 
deemed not to be resident in Canada. 


History: Subsec. 96(9) added by 1994, c. 21, s. 44, applicable to a 
particular partnership where a person or partnership becomes a 
member of the particular partnership after December 21, 1992, or 
where a member of the particular partnership becomes resident in 
Canada after August 30, 1993. 


Definitions [s. 96]: “adjusted cost base” — 54, 248(1); “allowa- 
ble business investment loss”, “allowable capital loss” — 38, 
248(1); “amount” — 248(1); “arm’s length” — 251(1); “busi- 
ness” — 248(1); “Canada” — 250, 255; “Canadian development 
expense” — 66.2(5), 248(1); “Canadian exploration expense” — 
66.1(6), 248(1); “Canadian oil and gas property expense” — 
66.4(5), 248(1); “Canadian partnership” — 102(1); “capital cost” — 
of depreciable property 13(7); “capital property” — 54, 248(1); 
“carried on in Canada”, “carrying on business” — 253; “cost” — 
96(8); “cumulative eligible capital” — 14(5), 248(1); “depreciable 
property” — 13(21), 248(1); “disposition” — of depreciable prop- 
erty 13(21); “eligible capital property” — 54, 248(1); “farm 
loss” — 111(8), 248(1); “farming” — 248(1); “fiscal period” — 
249(2)(b), 249.1; “foreign exploration and development ex- 
penses” — 66(15), 248(1); “gross revenue” — 248(1); “insurance 
corporation” — 248(1); “inventory” — 248(1); “investment tax 
credit” — 127(9), 248(1); “limited partner” — 96(2.4); “limited 
partnership loss” —96(2.1), 248(1); “member” — 102(2); “Minis- 
ter” — 248(1); “net capital loss”, “non-capital loss” — 111(8), 
248(1); “person”, “prescribed”, “property” — 248(1); “province” — 
Interpretation Act 35(1); “resident in Canada” — 250; “restricted 
farm loss” — 31, 248(1); “series of transactions” — 248(10); 
“share”, “specified member” — 248(1); “spouse” — 252(4)(a); 
“substituted property” — 248(5); “taxable Canadian property” — 
115(1)(b), 248(1); “taxable capital gain” — 38(a), 248(1); “taxable 
income earned in Canada” — 115(1), 248(1); “taxation year” — 
11(2), 96(1)(b), 249; “taxpayer” — 248(1); “testamentary trust” — 
108(1), 248(1); “trust” — 104(1), 2481, (3). 


Interpretation Bulletins [s. 96]: IT-81R: Partnerships — income 
of non-resident partners; IT-90: What is a partnership?; IT-138R: 
Computation and flow-through of partnership income; IT-151R4: 
Scientific research and experimental development expenditures; IT- 
242R: Retired partners. 


97. (1) Contribution of property to partner- 
ship — Where at any time after 1971 a partnership 
has acquired property from a taxpayer who was, im- 
mediately after that time, a member of the partner- 
ship, the partnership shall be deemed to have ac- 
quired the property at an amount equal to its fair 
market value at that time and the taxpayer shall be 
deemed to have disposed of the property for pro- 
ceeds equal to that fair market value. 

Related Provisions: 13(21.2)(d)— No application on certain 
transfers of depreciable property where u.c.c. exceeds fair market 
value; 96(2) — Construction; 97(2) — Election for rollover on 
transfer of property to partnership. 


Interpretation Bulletins: IT-457R: Election by professionals to 
exclude work in progress from income; IT-471R: Merger of 
partnerships. 


.T. Technical News: No. 3 (use of a partner’s assets by a 
partnership). 


(2) Rules where election by partners — Not- 
withstanding any other provision of this Act other 
than subsection 13(21.2), where a taxpayer at any 
time disposes of any property that is a capital prop- 
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erty, Canadian resource property, foreign. resource 
property, eligible capital property or inventory of the 
taxpayer to a partnership that immediately after that 
time is a Canadian partnership of which the taxpayer 
is a member, if the taxpayer and all the other mem- 


bers of the partnership jointly so elect in prescribed | 


form within the time referred to in subsection 96(4), 


(a) the provisions of paragraphs 85(1)(a) to (f) 
apply to the disposition as if 


(i) the reference therein to “‘corporation’s 
cost” were read as a reference to “partner- 
ship’s cost”, 


(ii) the references therein to “other than any 
shares of the capital stock of the corporation 
or a right to receive any such shares” and to 


“other than shares of the capital stock of the © 


corporation or a right to receive any such 


shares” were read as references to “other than 


an interest in the partnership’, 


(iii) the references therein to “shareholder of 
the corporation” were read as references, to 
“member of the partnership”, 


(iv) the references therein to “the corporation” 
were read as references to “all the other mem- 
bers of the partnership’, and 


(v) the references therein to “to the corpora- 
tion” were read as. references to “to the 
partnership”’; 


(b) in computing, at any time after the disposi- 
tion, the adjusted cost base to the taxpayer of the 
taxpayer’s interest in the partnership immediately 
after the disposition, 


(i) there shall be added the amount, if any, by 
which the taxpayer’s proceeds of disposition 
of the property exceed the fair market value, 
at the time of the disposition, of the considera- 
tion (other than an interest in the partnership) 
received by the taxpayer for the property, and 


(ii) there shall be deducted the amount, if any, 
by which the fair market value, at the time of 
the disposition, of the consideration (other 
than an interest in the partnership) received by 
the taxpayer for the property so disposed of by 
the taxpayer exceeds the fair market value of 
the property at the time of the disposition; and 


(c) where the property so disposed of by the tax- 
payer to the partnership is taxable Canadian prop- 
erty of the taxpayer, the interest in the partnership 
received by the taxpayer as consideration therefor 
shall be deemed to be taxable Canadian property 
of the taxpayer. 
Related Provisions: 13(21.2)(d) — No election allowed’on cer- 
tain transfers of depreciable property where u.c.c. exceeds fair mar- 
ket value; 40(3.3), (3.4) — Limitation on loss where share acquired 
by affiliated person; 53(4) — Effect on adjusted cost base of share, 
partnership interest or trust interest; 96(2) — Construction; 96(3) — 
Election by members; 96(4)=(7) Elections; 97(4) — Where capital 
cost to partner exceeds proceeds of disposition; 98.1(2) — Continu- 
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ation of original partnership; Canada-U.S. Tax Convention, Art. ; 
XUI:8 —- Deferral of tax for U.S. resident transferor. ) 
History; The opening words of subsec. 97(2) amended by 1998, c. 
19, subsec. 124(1), applicable, subject. to,s. 247 of 1998, c. 19 
(grandfathering rule reproduced after s. 260), to dispositions of | 
property that occur after ‘oan 26, 1995. The opening words for- ; 

; 


merly read: 


Ris: Notwithstanding any. other provision of this Act, other 
than subsection 85(5.1), where at any time after November , 
12, 1981 a taxpayer has disposed of any capital property, a 

, Canadian resource property, a foreign resource property, an 
eligible capital property or an inventory to a partnership that 
immediately after that. time was a Canadian partnership of 
which the taxpayer was a member, if the taxpayer and all the 
other members of the partnership have jointly so elected in 
prescribed form and within the time referred to in subsection 

96(4),, the following rules apply: 


Pre-RSC History: All that portion of subsec. 97(2) preceding 
para. (a) amended by 1985, c. 45, subsec. 49(1), applicable to taxa- 
tion years commencing after 1984, to substitute heading “Rules 
where election by partners” for “Rules applicable where election by 
partners”, and “any capital property, a Canadian resource. property, 
a foreign resource property” for “any of his capital property, a prop- 
erty referred to in subsection 59(2)”. 


Subsec. 97(2) substituted by 1980-81-82-83, c. 140, s. 58, applica- 
ble to dispositions occurring after November 12, 1981, other than 
dispositions occurring before 1983 if the arrangements therefor 
were substantially advanced and evidenced in writing on NOVRIOGE 
12, 1981. Subsec. 97(2) formerly read: 


(2) Notwithstanding any other provision of this Act, where at 
any time after 197! a Canadian: partnership has acquired 
property from a taxpayer who was, immediately after that 
time, a member of the partnership, if all the persons who im- 
mediately after that time were members of the partnership 
have jointly so elected in respect of the property in prescribed 
form and within the time referred to in subsection 96(4), the 
following rules apply: 


(a) the amount that all of those persons have agreed upon 
in their election in respect of the property shall ‘be 
deemed to be the taxpayer’s proceeds: of disposition of 
the property and the amount for which the partnership ac- 
quired the property; 


(b) the amount, if any, by which the amount so elected in 
respect of the property exceeds the amount of the consid- 
eration (other than an interest in the partnership) received 
by the taxpayer for the property shall 


' () 1f immediately before that time the taxpayer was a 
meinber of the partnership, be included. in computing 
the, adjusted. cost, base to him of his interest. in the 
parinership,. and 


(u) ui any: other case, be, included. in computing the 
cost.to him of his interest in the partnership; 


(cy where the amount that all of those persons shave 
agiced.upon in their election.in respect of the property. is 
greater than the fair market value, at the time of the dis- 
position, of the property so disposed of, the amount so 
agreed upon shall, irrespective of the amount actually so 
agreed upon, be deemed to be an amount equal to: that 
fair market value; and 


(d) notwithstanding paragraph (c), where the amount that 
all of those persons have agreed upon in theirielection in 
respect of the property is less than the amount of the con- 


sideration. (other than an interest in the, partnership) re- 
ceived by the taxpayer for the property, the amount so 
agreed upon shall, irrespective of the amount so agreed 


upon, be deemed to bean amount equal to the amount of 
iat consideration. 
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All that portion of subsec. 97(2) preceding para. (a) substituted by 
1974-75-76, c. 26, s. 61, applicable to 1972 et seq. 


Selected Cases [subsec. 97(2)]: Continental Bank of Canada 
~y. Canada, [1996] 3 C.T.C. 14 (FCA) (No partnership found to ex- 
ist; rollover denied. Illegal transaction not to be countenanced, even 
if parties intended to be bound). ° 


1.T. Application Rules: 20(1.2) (where transferred: depreciable 
property was owned by the transferor since before 1972). 


Interpretation Bulletins: IT-338R2: Partnership interests — ef- 
fects on adjusted cost base resulting from the admission or retire- 

-ment of a partner; IT-413R: Election by members of a partnership 
under subsection 97(2); IT-457R: Election by professionals to ex- 
clude work in progress from income; IT-471R: Merger of 
partnerships. 


Information Circulars: 76-19R3: Transfer of property to a corpo- 
ration under section 85; 88-2, paras. 12, 22: General anti-avoidance 
rule — section 245 of the Income Tax Act. 


Forms: T2059: Election on disposition of property by a taxpayer to 
a Canadian partnership. 


(3) [Repealed] 


Related Provisions: 40(2)(e:1) — Loss on disposition of debt 
owing by related person deemed nil; 80.01(8) — Deemed settle- 
ment after debt parking; 97(3.1) — Majority interest partner. 


History: Subsec. 97(3) repealed by 1998, c. 19, subsec. 124(2), ap- 
plicable, subject to s. 247 of 1998, c. 19 (grandfathering rule repro- 
duced after s. 260), to dispositions of property that occur after April 
26, 1995. The subsec. formerly read: 


(3) Where property acquired from majority interest part- 
ner — Where, at any time after November }2, 1981, a tax- 
payer has disposed of any capital property to a partnership 
and, immediately after the disposition, the taxpayer was a ma- 
jority interest partner of the partnership and, but for this sub- 
section, the taxpayer would have had a capital loss. therefrom, 
the following rules apply: 


(a) notwithstanding any other provision of this Act, the 
taxpayer’s capital loss therefrom shall be deemed to be 
nil; and 

(b) except where the property so disposed of was, imme- 
diately after the disposition, an obligation that was paya- 
ble to the partnership by a corporation that is related to 
the taxpayer or by a corporation or partnership that would 
be related to the taxpayer if. paragraph 80(2)(j) applied 
for the purposes of this paragraph, in computing at any 
time after the disposition the adjusted cost base to the 
taxpayer of the taxpayer’s interest in the partnership im- 
mediately after the disposition, there shall be added the 
amount, if-any, by which 


(i) the cost amount to the taxpayer, immediately 
before the disposition, of the property 


exceeds 

(ii) the taxpayer’s proceeds of disposition of the 

property. 
The opening words of para. 97(3)(b) amended by 1995, c. 21, s..34, 
applicable to property disposed of after July 12, 1994, other than 
property disposed of pursuant to an agreement in writing entered 
into before July 13, 1994. The opening words of para. (b) formerly 
read: 


(b) in computing at any time after the disposition the adjusted 
cost base to the taxpayer of the taxpayer’s interest in the part- 
nership immediately after the disposition, there shall be added 
the amount, if any, by which 


(3.1) [Repealed] 


Related Provisions: 98(5)— Where partnership carried on as 
sole proprietorship; 98.1(2) — Continuation of original partnership; 
252(4) — Extended meaning of “spouse”. 


S. 97(4) 


History: Subsec. 97(3.1) repealed by 1998, c. 19, subsec. 124(2), 
applicable, subject :to s. 247 of 1998, c..19 (grandfathering rule re- 
produced after s. 260), to dispositions of property that occur after 
April 26, 1995. The subsec. formerly read: 


(3.1) Deemed majority interest partner — For the purposes 
of subsection (3), a taxpayer shall be deemed to be a majority 
interest partner of a partnership at any time if 


(a) the total of the taxpayer’s share, the share of the tax- 
payer’s spouse and the share of a person or group of per- 
sons that, directly or indirectly in. any manner whatever, 
controlled or was controlled by the taxpayer, of, the in- 
‘come of the partnership from any source for the fiscal pe- 
riod of the partnership that includes that time exceeds '/2 
of the income of the partnership from the source for that 
period; or 


(b) the total of the taxpayer’s share, the share. of the tax- 
payer’s spouse and the share of a person or. group of per- 
sons that, directly or indirectly in any manner whatever, 
controlled or was controlled by the taxpayer, of the total 
amount that would be paid to all members of the partner- 
ship (otherwise than as the share of any income: of the 
partnership) if it were wound up at that time exceeds 1/2 
of that amount. 


Pre-RSC History: Subsec. 97(3.1) aiken Oe 1987, c. iv 3188, 
to substitute heading “Deemed majority interest partner” for “Ma- 
jority interest partner”, to add in that portion preceding para. (a) “at 
any time”, to substitute in para. (a) “that includes that time” for “in 


‘which the property was acquired”, and to substitute: in para.’ (b) 


“otherwise than as the share” for “otherwise than as a share” and “at 
that time” for “immediately after the disposition of property. to the 
partnership”, applicable after January 15, 1987. 


Subsecs. 97(3) substituted, (3.1) added by 1980-81-82-83,-c. 140, s. 
58, applicable to dispositions occurring after November 12, 1981, 
other than dispositions occurring before 1983 if the. arrangements 
therefor weré substantially advanced and evidenced in writing on 
November 12, 1981. Subsec. 97(3) formerly read: 


(3) Where at any time after 1971 a partnership has acquired 
property from a taxpayer who was, immediately after the ac- 
quisition, a member of the partnership, and 


(a) the taxpayer’s share, as a member of the partnership, 
of the income of the partnership. from any source for the 
taxation year of the partnership in which the property was 
acquired exceeds '/2 of the. income of the partnership from 
that source for the year, or 


(b) the amount that would, if the partnership were wound 
up immediately after the acquisition, be paid to the tax- 
payer as a member of the partnership (otherwise than as 
his share of any. income of the partnership) exceeds '/2 of 
the aggregate of all such amounts that would be so paid 
to all persons as members of the partnership, 
the loss, if any, of the taxpayer arising from the acquisition of 
the property by the partnership 
(c) is, notwithstanding any other provision of this Act, 
not deductible in computing the income, net capital loss, 
non-capital loss or restricted farm loss, if any, of the tax- 
payer for any taxation year, and 
(d) shall, 
(i) where immediately before that time the taxpayer 
was a member of the partnership, be included in 
computing the adjusted cost base to him of his inter- 
est in the partnership, and 
(ii) in any other case, be included in computing the 
cost to him of his interest in the partnership. 


(4) Where capital cost to partner exceeds 
proceeds of disposition — Where subsection (2) 
has been applicable in respect of the acquisition of 
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any depreciable property by a partnership from a tax- 
payer who was, immediately after the taxpayer dis- 
posed of the property, a member of the partnership 
and the capital cost to the taxpayer of the property 
exceeds the taxpayer’s proceeds of the disposition, 
for the purposes of sections 13 and 20 and any regu- 
lations made under paragraph 20(1)(a) 


(a) the capital cost to the partnership of the prop- 
erty shall be deemed to be the amount that was 
the capital cost thereof to the taxpayer; and 


(b) the excess shall be deemed to have been al- 
lowed to the partnership in respect of the property 
under regulations made under paragraph 20(1)(a) 
in computing income for taxation years before 
the acquisition by the partnership of the property. 


Related Provisions: 13(7)(e) — Non-arm’s length transfer of de- 
preciable property. 

Definitions [s. 97]: “adjusted cost base” —54, 248(1); 
“amount” — 248(1); “Canadian partnership” — 102(1), 248(1); 
“Canadian resource property” — 66(15), 248(1); “depreciable prop- 
erty” — 13(21), 248(1); “fiscal period” — 249(2)(b), 249.1; “‘for- 
eign resource property” — 66(15), 248(1); “majority interest part- 
ner” — 248(1); “member” — 102(2); “net capital loss”, “non- 
capital loss” — 111(8), 248(1); “person”, “prescribed”, “property”, 
“regulation” — 248(1); “restricted farm loss’? —31, 248(1); 
“spouse” — 252(4)(a); “taxable Canadian property” — 115(1)(b), 
248(1); “taxation year” — 249; “taxpayer” — 248(1). 
Interpretation Bulletins [s. 97]: IT-188R: Sale of accounts 
receivable. 


98. (1) Disposition of partnership property — 
For the purposes of this Act, where, but for this sub- 
section, at any time after 1971 a partnership would 
be regarded as having ceased to exist, the following 
rules apply: 


(a) until such time as all the partnership property 
and any property substituted therefor has been 
distributed to the persons entitled by law to re- 
ceive it, the partnership shall be deemed not to 
have ceased to exist, and each person who was a 
partner shall be deemed not to have ceased to be 
a partner, 


(b) the right of each such person to share in that 
property shall be deemed to be an interest in the 
partnership, and 


(c) notwithstanding subsection 40(3), where at 


the end of a fiscal. period of the partnership, in 
respect of an interest in the partnership, 


(i) the total of all amounts required by subsec- 
tion 53(2) to be deducted in computing the ad- 
justed cost base to the taxpayer of the interest 
at that time 


exceeds 


(11) the total of the cost to the taxpayer of the 
interest determined for the purpose of comput- 
ing the adjusted cost base to the taxpayer of 
that interest at that time and all amounts re- 
quired by subsection 53(1) to be added to the 
cost to the taxpayer of the interest in comput- 
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ing the adjusted cost base to the taxpayer ‘st 
that interest at that time, 


the amount of the excess shall be deemed to bea 
gain of the taxpayer for the taxpayer’s taxation 


year that includes that time from a disposition ; at 


that time of. that interest. 


Related Provisions: 20(1)¢e)(vi) = Bxpenses re financing; 
40(3.2) — Para. 98(1)(c) takes precedence over subsec. 40(3.1); 


98(3) — Rules where partnership ceases to exist; 98.1(2) — Contin- 


uation of original partnership; 99(1) — Fiscal period of terminated 
partnership; 99(2) — Fiscal.period for individual member of termi- 
nated partnership; 248(5) — Substituted property. 


History: The closing words of para. 98(1)(c) amended by 1995, c. 
3, subsec. 26(1), applicable to 1994 et seg. except that, in its appli- 
cation to the 1994 and 1995 taxation years, the closing words shall 
be read as follows: 


the amount of the excess shall be deemed to be a gain of the 
taxpayer for the taxpayer’s taxation year that includes that 
time from a disposition at that time of that interest and, for 
the purposes of section 110.6, that interest shall be deemed to 
have been disposed of by the taxpayer at that time. 


The closing words formerly read: _ 


98(1) the amount of the excess shall be deemed to be a gain 

of the taxpayer for the taxation year of the taxpayer that in- 

cludes that time from a disposition at that time of that interest 

and, for the purposes of section 110.6, that interest shall be 

deemed to have been disposed of by the taxpayer in that year. 
That portion of para. 98(1)(c) following subpara..(ii) substituted by 
1994, c..7, Sch, IT (1991, c. 49), subsec. 73(1), applicable to 1985 et 
seq. That portion formerly read: 


the amount of the excess shall be deemed to be a gain of the 
taxpayer for the year from a disposition at that time of that 
interest and, for the purposes of section 110.6, that interest 
shall be deemed to have been disposed. of by the taxpayer in 
the year. 


Pre-RSC History: That portion of para. 98(1)(c) following sub- 
para. (ii) amended by 1988, c..55,.s..67, to add “and, for the pur- 
poses of section 110.6, that interest shall be deemed: to have been 
disposed of by him in the year”, applicable to 1985 et seq. 


All that portion of subsec. 98(1) preceding para. (a) substituted, 
para. 98(1)(c) added by 1976-77, c. 4, s. 37, applicable in respect of 
fiscal periods ending ans May 25, 1976. That portion formerly 
read: 


98. (1) For the purposes of this Act, notwithstanding that at 
any time after 1971 a partnership would, but for this subsec- 
tion; be: regarded. as having ceased to: exist,- 


Subsec. 98(1.1) repealed by 1974-75-76, c. 26, s. 62, applicable to 
1972 et seq. 


1.T. Application Rules: 23(4.1)(a) (where professional business 
carried on in partnership since before 1972). 


Interpretation Bulletins: IT-338R2: Partnership ‘interests — ef- 
fects on ACB resulting from admission or retirement of a partner; 
IT-358: x arty sips — deferment of fiscal year-end. 


(2) Deemed proceeds — Subject to aubdecitons 
(3) and (5) and 85(3), where at any time after 1971 a 
partnership has disposed of property to a taxpayer 
who was, immediately before that time, a member of 
the partnership, the partnership shall be deemed to 
have disposed of the property for proceeds equal to 
its fair market value at that time. and.the. taxpayer 
shall be deemed to have acquired the property at an 
amount equal to that fair market value. 
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Related Provisions: 53(4) — Effect on adjusted cost base of 
share, partnership interest or trust interest. 


Interpretation Bulletins: IT-338R2: Partnership interests — ef- 
fects on ACB resulting from admission or retirement of a partner; 
IT-457R: Election by professionals to exclude’ work in progress 
from income. 


(3) Rules applicable where partnership 
ceases to exist [rollout] — Where at any particu- 
lar time after 1971 a Canadian partnership has 
ceased to exist and all of the partnership property has 
been distributed to persons who were members of 
the partnership immediately before that time so that 
immediately after that time each such person has, in 
»each such property, an undivided interest that, when 
‘expressed as a percentage (in this subsection referred 
to as that person’s “percentage”’) of all undivided in- 
terests in the property, is equal to the person’s undi- 
vided interest, when so expressed, in each other such 
property, if each such person has jointly so elected in 
respect of the property in prescribed form and within 
the time referred to in subsection 96(4), the follow- 
ing rules apply: 


(a) each such person’s proceeds of the disposition 
of the person’s interest in the partnership shall be 
deemed to be an amount equal to the greater of 


(i) the adjusted cost base to the person, imme- 
diately before the particular time, of the per- 
son’s interest in the partnership, and 


(ii) the amount of any money received by the 
person on the cessation of the partnership’s 
existence, plus the person’s percentage of the 
total of amounts each of which is the cost 
amount to the partnership of each such prop- 
erty immediately before its distribution; 


(b) the cost to each such person of that person’s 
undivided interest in each such property shall be 
deemed to be an amount equal to the total of 


(i) that person’s percentage of the cost amount 
to the partnership of the property ecreetalely 
before its distribution, 


(i.1) where the property is eligible capital 
property, that person’s percentage of “/s of the 
amount, if any, determined for F in the defini- 
tion “cumulative eligible capital” in subsec- 
tion 14(5) in respect of the partnership’s busi- 
ness immediately before the particular time, 
and 


(ii) where the amount determined under sub- 
paragraph (a)(i) exceeds the amount deter- 
mined under subparagraph (a)(i1), the amount 
determined under paragraph (c) in respect of 
the person’s undivided interest in the 
property; 
(c) the amount determined under this paragraph 
in respect of each such person’s undivided inter- 
est in each such property that was a capital prop- 
erty (other than depreciable property) of the part- 
nership is such portion of the excess, if any, 
described in subparagraph (b)(ii) as is designated 
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by the person in respect of the property, except 
that 


(i) in no. case shall the amount so designated 
in respect of the person’s undivided interest in 
any such property exceed the amount, if any, 
by which the person’s percentage of the fair 
market value of the property immediately af- 
ter its distribution exceeds the person’s per- 
centage of the cost amount to the partnership 
of the property immediately before its distri- 
bution, and 


(ii) in no case shall the total of amounts so 
designated in respect of the person’s undi- 
vided interests. in all such capital properties 
(other than depreciable property) exceed the 
excess, if any, described in subparagraph 
(b)(u); | 

(d) [Repealed under former Act] 


(e) where the property so distributed by the part- 
nership was depreciable property of the partner- 
ship of a prescribed class and any such person’s 
percentage of the amount that was the capital cost 
to the partnership of that property exceeds the 
amount determined under paragraph (b) to be the 
cost to the person of the person’s undivided inter- 
est in the property, for the purposes of sections 13 
and 20 and any regulations made under paragraph 
20(1)(a) 


(1) the capital cost to the person of the per- 
son’s undivided interest in the property shall 
be deemed to be the person’s percentage of 
the amount that was the capital cost to the 
partnership of the property, and 


(11) the excess shall be deemed to have been 
allowed to the. person in respect of the prop- 
erty under regulations made. under paragraph 
20(1)(a) in computing income for taxation 
years before the acquisition by the person of 
the undivided interest; 


(f) the partnership shall be deemed to have dis- 
posed of each such property for proceeds equal to 
the cost amount to the partnership of the property 
immediately before its distribution; and 


(g) where the property so distributed by the part- 
nership was eligible capital report in respect of 
the business, 


(i) for the purposes of determining under this 
Act any amount relating to cumulative eligible 
capital, an eligible capital amount, an eligible 
capital expenditure or eligible capital prop- 
erty, each such person shall be deemed to 
have continued to, carry on the business, in re- 
spect of which the property was eligible capi- 
tal property and that was previously carried on 
by the partnership, until the time that the per- 
son disposes of the person’s undivided interest 
in the property, 
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(ii) for the purposes. of determining the per- 
son’s cumulative eligible capital in respect of 
the business, an amount equal to °*/4 of the 
amount determined under subparagraph 
(b)(i.1) in respect of the business shall be ad- 
ded to the amount otherwise determined in re- 
spect thereof for P in the definition “cumula- 
tive eligible capital” in subsection 14(5), and 


(iii) for the purposes of determining after the 
particular time 


(A) the amount deemed under subpara- 
graph 14(1)(a)(v) to be the person’s taxa- 
ble capital gain, and 


(B) the amount to be included babs sub- 
paragraph 14(1)(a)(v) or paragraph 
14(1)(b) in computing the person’s income 


in respect of any subsequent disposition of the 
property of the business, the amount deter- 
mined for Q in the definition “cumulative eli- 
gible capital” in subsection 14(5) shall be 
deemed to be the amount, if any, of that per- 
son’s percentage of the amount determined 
under that clause. in respect of the partner- 
ship’s business immediately before the partic- 
ular time. | 


Related Provisions: 24(3)— Where partnership has ceased to 
exist; 53(4) — Effect on adjusted cost base of partnership interest; 
69(11)(a)G) — Exception to rule deeming proceeds, at FMV. where 
capital gains exemption claimed after dissolution of partnership; 
80.03(1), (3)(c) — Capital gain where para. 98(3)(a) applies to part- 
nership interest on disposition following debt-forgiveness; 96(4) — 
Election; 96(6) — Penalty for late filed election; 98(2) — Deemed 
proceeds; 98(4) — Application. 


History: Cl. 98(3)(g)(iii)(B). amended by 1995, c. 3, subsec. 26(2), 
applicable to acquisitions of property that occur after February 22, 
1994. Cl. (B) formerly read: 


(B) the amount to be included under paragraph 14(1)(b) in 
computing the income of the person 


All that portion of para. 98(3)(b) preceding subpara. (ii) amended, 
and para. (g) added, by 1994, c. 7, Sch. VIII (1993, c. 24), subsecs. 
41(1) and (2), applicable to acquisitions of property occurring as a 
result of a partnership ceasing to exist after the beginning of its first 
fiscal period beginning ‘after 1987. That portion of para. (b) for- 
merly read: 


(b) the cost to each such person of the person’s undivided in- 
terest in each such property shall be deemed to be an amount 
equal to 


(i) the person’s percentage of the cost amount to the part- 
nership of the property immediately before its 
distribution 

plus 


Pre-RSC History: Subpara. 98(3)(b)(ii) amended. to. substitute 
“under paragraph (c)” for “under paragraph (c) or (d), as the case 
may be,” and para. 98(3)(d) repealed, by 1986, c. 55, subsecs. 26(1), 
(2), applicable by subsec. 26(5) (as amended by 1988, c. 55, s. 199 
and 1991, c. 49, s. 236, the latter deemed to have come into force 
December 19, 1986) with respect to property received by a member 
of a partnership where 


(a) the property was acquired by the partnership after December 
4, 1985, otherwise than pursuant to an agreement in writing en- 
tered into [on or] before that date; 
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(b) the property is received in satisfaction of an interest inthe 
partnership acquired by the member after December 4, 1985,) 
otherwise than : sf 


: 


(i) pursuant to an agreement in aveitiie enteraa into on or} 
before that date, or : 


(11) from a person with whom the member was not dealing | 
at.arm’s length, where the interest in the partnership has not } 
been acquired in an arm’s length.transaction after Decem- : 
ber 4, 1985, otherwise than pursuant to an agreement in) 
writing entered into’on or before that date and, for the pur- | 
poses of this subparagraph, “arm’s length” has the meaning | 
it would have for the purposes of the Act if it were read | 
without reference-to para. 251(5)(b), or: -, » 


(c) the property is received in satisfaction of an interest in the | 
partnership that was owned by a corporation at a: time when | 
control thereof was acquired (otherwise than by reason. of an 
acquisition described: in para. 256(7)(a))..after December 4, 
1985, otherwise than pursuant to an gercement in writing en- | 


ri ; 
tered into on or before that date, 


_except that 


(d) in respect of properties to which the oe of para: 98(3)(d) - 
does..not apply, subpara. 98(3)(d)(Qi1). shall, subject to 
paragraphs (f), (g) and (h) (below), in its application to taxation | 
years and fiscal periods ending after 1987, be read as follows: 


(iii) in no case shall the aggregate of amounts so desig- 
nated in respect of his undivided interests in all such 
properties that are depreciable property or properties 
other than capital properties, exceed */4 of the amount de- 
termined under subparagraph (i) in respect of him, 


(e) in respect of properties, to which the repeal of para. 98(5)(d) 
does not apply, subpara. 98(5)(d)(iii) shall, subject to 
paragraphs (f), (g) and (h) (below), in its application to taxation 
years and fiscal periods ending after 1987, be read as follows: 


(iii) in no case shall the aggregate. of amounts so desig- 
nated in respect of all such properties of the proprietor 
that are depreciable property or properties other: than cap- 
ital properties, exceed */s of the amount. determined under 
subparagraph (i) in respect of the proprietor, 


(f). where the member is an individual, for taxation years and 
fiscal periods ending after 1987 and before 1990, the references 
in subparas. 98(3)(d)(11i) and (5)(d)(iii) to ‘“/4” shall, in respect 

. of the member for those years and fiscal periods, be read as 
references to “7/3”, 


(g) where the member is a Canadian-controlled private corpora- 
tion throughout a taxation year ending after 1987 and com- 
‘mencing before 1990, the references to “3/,” in subparas. 
98(3)(d)(iii) and (5)(d)(iii) shall, in respect. of the corporation 
‘for the year, be read as references to the fraction determined as 
the-aggregate of 


(1) that proportion of '/-that-the number of days in the year 
‘that are before 1988 is of the number of days.in the year, 


(ii) that proportion of */3 that the number of days in the year 
that are after 1987 and before 1990 is-of the number of days 
in the year, and 


.(ii1) that proportion of */4 that the number of Gln “A the year 
that are after 1989 is of the number of days-in the year, and 


(h) where the member is ‘at any ‘time in a taxatiom year ending 
after 1987 and commencing before 1990 a corporation other 
than a Canadian-controlled private corporation, the references 
to “4” in subparas. 98(3)(d)(iii) and (5)(d)(iii) shall, in-respect 
of the corporation for the year, be read as references to the frac- 
tion determined as the aggregate of 


(i) that proportion of '/2 that the number of days in the year 
that are before July 1988 is oF the number “ see in the 
year, 
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(ii). that proportion. of */3 that.the number of days in the year prietor’ § interest. in the partnership, the following 
that are after June 1988 and before 1990 is of the number of | pyles apply: 

days in the year, and ' . iy 
iors (a) the proprietor’s proceeds of disposition of the 
(iii) that proportion of */s that the number of days in the year proprietor’s interest in the partnership shall be 


that are after 1989 is of the number of days in the year, deemed to be an amount equal to the greater of 


Para. 98(3)(d) formerly read: 


(d) the amount determined under this paragraph in respect of 
each such person’s undivided interest in each such property 
that was depreciable property or a property other than a capi- 
tal property of the partnership is such portion of 


(i) the amount, if any, by which the excess, if any, de- 
scribed in subparagraph (b)(ii) exceeds the aggregate of 
amounts designated by him under paragraph (c) in re- 
spect of his undivided interests in all such capital proper- 
ties (other than depreciable property) 


as is designated by him in respect of the property, except that 


(ii) in no case shall the amount so designated in respect 
of his undivided interest in any such property exceed the 
amount, if any, by which his percentage of the fair mar- 
ket value of the property immediately after its distribu- 
tion exceeds his percentage of the cost amount to the 
' partnership of the property immediately before its distri- 
bution, and 


(iii) in no case shall the aggregate of amounts so desig- 
nated in respect of his undivided interests in all such 
properties that are depreciable property or properties 
other than capital properties, exceed '/2 of the amount de- 
termined under subparagraph (i) in respect of him; 


All that portion of subsec. 98(3) preceding para. (a) substituted by 
1974-75-76, c. 26, s. 62, applicable to 1972 et seq. 


LT. Application Rules: 20(1.2) (where transferred depreciable — 


property was owned by transferor since before 1972). 


Interpretation Bulletins: IT-338R2: Partnership interests — ef- 
fects on ACB resulting from admission or retirement of a partner; 
IT-442R: Bad debts and reserves for doubtful debts; IT-457R: Elec- 
tion by professionals to exclude work in progress from income; IT- 
471R: Merger of partnerships. 


Information Circulars: 76-19R3: Transfer of property to a corpo- 
ration under section 85. 


Forms; T2060: Election in respect of disposition of property upon 
cessation of partnership. 


(4) Where subsec. (3) does not apply — Sub- 
section (3) is not applicable in any case in which 
subsection (5) or 85(3) is applicable. 


(5) Where partnership business carried on as 


sole proprietorship — Where at any particular 


time after 1971 a Canadian partnership has ceased to 
exist and within’3 months after the particular time 
one, but not more than one, of the persons who were, 
immediately before the particular time, members of 
the partnership (which person is in this subsection 
referred to as the “proprietor”, whether an individ- 
ual, a trust or a corporation) carries on alone the bus- 
iness that was the business of the partnership and 
continues to use, in the course of the business, any 
property that was, immediately before the particular 
time, partnership property and that was received by 
the proprietor as proceeds of disposition of the pro- 


773 


_ (i) the total of the adjusted cost base to the 
proprietor, immediately before the particular 
time, of the proprietor’s interest in the partner- 
ship, and the adjusted cost base to the proprie- 
tor of each other interest in the partnership 
deemed by paragraph (g) to have been ac- 
quired by the proprietor at the particular time, 
and a 
(ii) the total of 


(A) the cost amount to the partnership, im- 
mediately before the particular time, of 
each such property so received by the pro- 
prietor, and 


(B) the amount of any other proceeds of 
the disposition of the proprietor’s interest 
in the partnership received by . the 
proprietor; 
(b) the cost to the proprietor of each such prop- 
erty shall be deemed to be an amount equal to the 
total of | 


(i) the cost amount to the partnership of the 
property immediately before that time, 

(7.1) where the property is eligible capital 
property, “/ of the amount, if any, determined 
for F in the definition “cumulative eligible 
capital” in subsection 14(5) in respect of the 
partnership’s business immediately before the 
particular time, and 


(ii) where the amount determined under sub- 
paragraph (a)(i) exceeds the amount deter- 
mined under subparagraph (a)(ii), the amount 
determined under paragraph (c) in respect of 
the property; 
(c) the amount determined under this paragraph 
in respect of each such property so received by 
the proprietor that is a capital property (other than 
depreciable property) of the. proprietor is such 
portion of the excess, if any, described in subpar- 
agraph (b)(ii) as is designated by the proprietor in 
respect of the property, except that | 
(i) in no case shall the amount so designated 
in respect of any such property exceed the 
amount, if any, by which the fair market value 
of the property immediately after the particu- 
lar time exceeds the cost amount to the part- 
nership of the property immediately before 
that time, and 
(ii) in no case shall the total of amounts so 
designated in respect of all such capital 
properties (other than depreciable property) 
exceed the excess, if any, described in subpar- 
agraph (b)(i1); 
(d) [Repealed under former Act] 
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(e) where any such property so received by the 
proprietor was depreciable property of a pre- 
scribed class of the partnership and the amount 
that was the capital cost to the partnership of that 
property exceeds the amount determined under 
paragraph (b) to be the cost to the proprietor of 
the property, for the purposes of sections 13 and 
20 and. any regulations made under paragraph 
20(1)(a) 


(i) the capital cost to the proprietor of the 
property shall be deemed to be the amount 
that was the capital cost to the partnership of 
the property, and 


(ii) the excess shall be deemed to have been 
allowed to the proprietor in respect of the 
property under regulations made under para- 
graph 20(1)(a) in computing income for taxa- 
tion years before the acquisition by the propri- 
etor of the property; . 


(f) the partnership shall be deemed to have dis- 
posed of each such property for proceeds equal to 
the cost amount to the partnership of the property 
immediately before the particular time; 


(g) where, at the particular time, all other persons 
who were members of the partnership immedi- 
ately before that time have disposed of their inter- 
ests in the partnership to the proprietor, the pro- 
prietor ‘shall be deemed at that time to have 
acquired partnership interests from those other 
persons and not to have acquired any property 
that was property of the partnership; and 


(h) where the property so received by the proprie- 
tor is eligible capital property in ged of the 
business, 


(i) for the purpose of determining the proprie- 
tor’s cumulative eligible capital in respect of 
the business, an amount equal to */1 of the 
amount determined under subparagraph 
(b)(.1) in respect of the business shall be ad- 
ded to the amount otherwise determined in re- 
spect thereof for P in the definition “cumula- 
tive eligible capital” in subsection 14(5), and 


(11) for the purposes of determining after the 
particular time 


(A) the amount deemed under subpara- 
graph 14(1)(a)(v) to be the. proprietor’s 
taxable capital gain, and 


(B) the amount to be included under sub- 
paragraph 14(1)(a)(v) or paragraph 
14(1)(b) in computing the proprietor’s 
income 


in respect of any subsequent disposition of 
property of the business, the amount deter- 
mined for Q in the definition “cumulative eli- 
gible capital” in subsection 14(5) shall be 
deemed to be the amount, if any, determined 
for Q in that definition in respect of the part- 
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nership’s business immediately before the 
particular time. 


Related Provisions: 24(3) — Where Sarnerehip has ceased to 
exist; 53(4) — Effect on adjusted cost base of partnership interest; 
80.03(1), (3)(c) — Capital gain where para. 98(5)(a) applies to part- 
nership interest on disposition following debt forgiveness; 
88(1)(a.2) — Winding-up; 98(2) — Deemed proceeds; 98(4) — 
Subsec. 98(3) does not apply. 


History: Cl. 98(5)(h)(@i)(B) amended by 1995, c. 3, subsec. 26(3), 
applicable to acquisitions of property that occur after February 22, 
1994. Cl. (B) formerly. read: 


(B) the amount to be included under paragraph 14(1)(b) in 
computing the proprietor’s income 


All that portion of para: 98(5)(b) preceding subpara. (ii) amended, 
and para. (h) added, by 1994, c. 7, Sch. VII (1993, c. 24), subsecs. 
41(3) and (4), applicable to acquisitions of property occurring as a 
result of a partnership ceasing to exist after the beginning of its first 
fiscal period beginning after 1987. That portion of para. (b) for- 
merly read: 


(b) the cost to the proprietor of each such property so re- 
ceived by the Biereiseey shall be deemed to be an amount 
equal to 


(i) the cost amount to the partnership of the property im- 
mediately before that time, 


plus 


Subpara. 98(5)(a)(i) substituted by 1994, c. 7, Sch. If (1991, c. 49), 
subsec. 73(2), applicable to partnerships ceasing to exist after Janu- 
ary 15, 1987. Subpara. (a)(i) formerly read: 


(i) the total of the adjusted cost base to the proprietor, imme- 
diately before the particular time, of the proprietor’s interest 
in the partnership, and the cost to the proprietor of all inter- 
ests in the partnership deemed by paragraph (g) to have been 
acquired by the proprietor at the particular time, and 


Pre-RSC History: Subpara. 98(5)(b)(i) amended to substitute 
“under paragraph (c)” for “under paragraph (c) or (d), as the case 
may be,” and para. 98(5)(d) repealed, by 1986, c. 55, subsecs. 26(3), 
(4), applicable by subsec. 26(5) (as amended by 1988, c..55, s. 199 
and 1991, c. 49, s. 236, the latter deemed to have come into force 
December 19, 1986) with respect to property received by a member 
of a partnership where 


(a) the property was acquired by the partnership after December 
4, 1985, otherwise than pursuant to an agreement in writing en- 
tered into before [sic] that date; 


(b) the property is received in satisfaction of an interest in the 
partnership acquired by the member after December 4, 1985, 
otherwise than 


(1) pursuant to an agreement in writing entered into on or 
before that date, or 


(11) from a person with whom the member was not dealing 
at arm’s length, where the interest in the partnership has not 
been acquired in an arm’s length transaction after Decem- 
ber 4, 1985; otherwise than pursuant to an agreement in 
writing entered into on or before that date, and, for the pur- 
poses of this subparagraph, “‘arm’s length” has the meaning 
it would have for the purposes of the Act if it were read 
without reference to para. 251(5)(b), or 


(c) the property is received in satisfaction of an interest in the 
partnership that was owned by a corporation at a time when 
control thereof was acquired (otherwise than by reason of an 
acquisition described in para. 256(7)(a)) after December 4, 
1985, otherwise than pursuant to an agreement in writing en- 
tered into on or before that date, 


except that 


(d) in respect of properties to which the repeal of para. 98(3)(d) 
does not apply, subpara. 98(3)(d)(iii) shall, subject to 
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paragraphs (f), (g) and (h) (below), in its application to taxation 
~ years and fiscal periods ending after 1987, be read as follows: 


(iii) in no case shall the aggregate of amounts so desig- 
nated in respect of his undivided interests in all such 
properties that are depreciable property or properties 
other than capital properties, exceed:*/s of the: amount de- 
termined: under subparagraph (i) in respect.of him, 


(e) in respect of properties to which the repeal of para. 98(5)(d) 
does not apply, subpara. 98(5)(d)(iii) shall; subject to 
paragraphs (f), (g) and (h) (below), in its. application to taxation 
years and fiscal periods ending after 1987, be read as follows: 


(iii) in no case shall-the aggregate of amounts so desig- 
nated in respect of all such properties of the proprietor 
that are depreciable property.or properties other than cap- 
ital properties, exceed */4 of the amount determined under 
subparagraph (i) in respect of the proprietor, 


(f) where the member is an individual, for taxation years py 
~ fiscal periods ending after 1987 and before 1990, the references 
~in subparas. 98(3)(d) (ii) and (5)(d)Gii) to ““/s” shall; in respect 

of the member for those years and fiscal periods, be read as 

references to “7/3”, 


(g) where the member is. a Canadian-controlled private corpora- 
tion throughout a taxation year ending after 1987 and com- 
mencing before 1990, the references to “7/4” in subparas. 
98(3)(d)Gii) and (5)(d)(iii) shall, in respect of the corporation 
for the year, be read as references to the fraction determined as 
the aggregate of 


(i) that proportion of. fp that the number of days in the year 
that are before 1988 is of the number of days in the year, 


(ii) that proportion of, 7/3 that the number of Uays in the year 
that are after: 1987,and before,1990 is 08 the number of days 
in the year, and 


(iii) that proportion of */s that the number of days in the year 
that are after 1989 is of the number of days in the year,,and 


(h) where the member is at any time in a taxation year ending 
after 1987 and commencing before 1990 a corporation other 
than a Canadian-controlled. private corporation, the references 
to ““/4” in subparas. 98(3)(d) aii) and (5)(d)(ii1) shall, in respect 
of the corporation for the year, be read as references to the frac- 
tion determined as the aggregate of 

(i) that proportion of '/2 that the number of days in the year 

that are before July 1988 is of the number of days in the 

year, 


_ (ii) that proportion of */3 that the number of days in the year 
~ that are after June 1988 and before 1990 is of the number of 
days in the year, and 


(iii) that proportion of */y that the number of days'in the year 
that are after 1989 is of the number of days in the year: 
Para. (d) formerly. read: 
(d) the amount determined under this paragraph in respect of 
each such property so received by him that is depreciable 
property or a property other than a capital’ property’ of the? aa oO 7 
prietor is such portion of — 
(i) the amount, if any,’ ‘by which the éxcess, if any, de - 
scribed in subparagraph (b)(ii) exceeds the aggregate of 
amounts designated by him under paragraph (c) in re+ 
spect of all capital .properties.(other, than depreciable... 
property) 
as is designated by him in respect.of the- ee ntay. except that 


(ii) in no;case shall the amount so'designated in respect 
of any such property exceed the amount, if any, by which 
the fair market value of the property immediately after 
the particular time exceeds the cost amount to the part- 
nership of the property immediately before that time, and 


(iii) in no case shall the aggregate-of amounts so. desig- 
nated in respect of all such properties of the proprietor 


S. 98.1(1)(a) 


. that are depreciable property:or properties other than cap- 
ital properties, exceed '/ of the amount determined under 
, subparagraph (1).in respect of the proprietor; 


All that portion of subsec. 98(5), preceding subpara. ;(a)(i1) substi- 
tuted, para..(g) added by 1974-75-76, c. 26,'s. 62, ppphicable to 1972 
et seq. 


Selected Cases [subsec. 98(5)]: Bow River Pipe est Ltd. v. 
Canada, [1997] 1 C.T.C. 2306 (TCC) (Rollover denied where tax- 
payer unable to establish that it was member of partnership). 


I.T. Application Rules: 20(1.2) (where transferred depreciable 
property was owned by transferor since before 1972). 


Interpretation Bulletins: IT-338R2: Partnership interests’ — ef- 
fects on ACB resulting from admission or retirement of a partner; 
IT-457R; Election by professionals to exclude work in progress 
from income. 


Information Circulars: 88-2, para. 22: Gulia anti-avoidance 
rule — section 245 of the Income Tax Act. 


(6) Continuation of predecessor partnership 
by new partnership — Where a Canadian part- . 
nership (in this subsection referred to as the “prede- 
cessor partnership”) has ceased to exist at any partic- 
ular time after 1971 and, at or before that time, all of 
the property of the predecessor partnership has been 
transferred to another Canadian partnership (in this 
subsection referred to as the “new partnership’) the 
only members of which were. members of the. prede- 
cessor. partnership, the new. partnership. shall be 
deemed. to be a continuation: of the predecessor part- 
nership and any member’s partnership interest in the 
new partnership shall be deemed to be a continuation 
of.the member’s partnership interest in the predeces- 
sor partnership...’ 


| Related Provisions: 53(4)— Effect on adjusted cost base of 
| share, partnership interest or trust interest; Reg. 8103(5) — Mark- 


to-market transition — inclusion; Reg. hava — Residual portion 
of specified debt obligation. 


interpretation Bulletins [subsec. 98(6)]: IT-338R2: Partner- 
ship interests — effects on ACB resulting from admission or retire- 
ment of a partner; IT-358: Partnerships — deferment of fiscal year- 
end; IT-457R: Election by professionals to exclude work in progress 


| from:income: 


Definitions [s. 98]: “adjusted cost base” — 54, 248(1): “amount”, 
“business” + 248(1); “Canadian partnership” — 102(1), 248(1); 
“capital property”? — 54, 248(1); “cost amount’ — 248(1); “cumu- 
lative eligible capital” — 14(5), 248(1); “depreciable property” — 
13(21), 248(1); “eligible capital amount” — 14(1), 248(1); “eligible 
capital expenditure” ~~ 14(5),:248(1); anes capital property” — 
54, 248(1); “member”? —102(2); “person”; “property”, “regula- 
tion” — 248(1); “substituted property” — 248(5); “taxation 
year” —'11(2), 249; “taxpayer” — 248(1). 


98.1 (1) Residual interest in partnership — 
Where, but for this subsection, at any. time after 1971 
a taxpayer has ceased to be a member of a partner- 
ship of which the taxpayer was a member immedi- 
ately before that time, the following rules apply: 


(a) until such time as all the taxpayer’s rights 
(other than'a right to a share of the income or loss 
_ of the partnership under an agreement referred to 
in subsection 96(1.1)) to receive any property of 
or, from, the partnership in satisfaction of the tax- 
payer’s interest in the partnership immediately 
before the time at which the taxpayer ceased to 
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be a member of the partnership are satisfied in 
full, that interest (in this section referred to as a 
“residual interest’) is, subject to sections 70, 
110.6 and 128.1 but notwithstanding any other 
section of this Act, deemed not to have been dis- 
posed of by the taxpayer and to continue to be an 
interest in the partnership; 


(b) where all of the taxpayer’s rights described in 
paragraph (a) are satisfied in full before the end 
of the fiscal period of the partnership in which 
the taxpayer ceased to be a member thereof, the 
taxpayer shall, notwithstanding paragraph (a), be 
deemed not to have disposed of the taxpayer’s 
residual interest until the end of that fiscal period; 


(c) notwithstanding subsection 40(3), where at 
the end of a fiscal period of the partnership, in 
respect of a residual interest in the partnership, 


(i) the total of all amounts required by subsec- 
tion 53(2) to be deducted in computing the ad- 
justed cost base to the taxpayer of the residual 
interest at that time 


exceeds 


(ii) the total of the cost to the taxpayer of the 
residual interest determined for the purpose of 
computing the adjusted cost base to the tax- 
payer of that interest at that time and all 
amounts required by subsection 53(1) to be 
added to the cost to the taxpayer of the 
residual interest in computing the adjusted 
cost base to the taxpayer of that interest at that 
time 
the amount of the excess shall be deemed to be a 
gain of the taxpayer, for the taxpayer’s taxation 
year that includes that time, from a disposition at 
that time of that residual interest; and 


(d) where a taxpayer has a residual interest 


(i) by reason of paragraph (b), the taxpayer 

shall, except for the purposes of subsections 
~110.1(4), 118.1(8) and 127(4.2), be deemed 

not to be a‘member of the partnership, and 


(ii), in any other case, the taxpayer shall, ex- 
cept for the purposes of subsection 85(3), be 
deemed not to be a member of the partnership. 


Related Provisions: 40(3.2) — Para, 98.1(1)(c) takes precedence 
over subsec. 40(3.1); 98.1(2) — Continuation of original partner- 
ship; 98.2 — Transfer of interest on death. 


History: Para. 98.1(1)(a) amended by 1998, c. 19, s. 125, applica- 
ble to 1994 et seq. The para. formerly read: 


(a) until such time as all the taxpayer’s rights (other than a 
right to a share of the income or loss of the partnership under 
an agreement referred to in subsection 96(1.1)) to receive any 
property of or from the partnership in satisfaction of the tax- 
payer's interest in the partnership immediately before. the 
time that the taxpayer ceased to be a member of the partner- 
ship are satisfied in full, that interest (in this section referred 
to as a “residual interest’) shall, subject to sections 70 and 
128.1 but notwithstanding any other section of this Act, be 
deemed not to have been disposed of by the taxpayer and to 
continue to be an interest in the partnership; 
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The closing words of para. 98:1(1)(c) amended by 1995, c. 3, s. 27, 
applicable to 1994 et seq. except that, in its application to the 1994 
and 1995 taxation years, the closing words shall be read as follows: 


the amount of the excess shall be deemed to be a gain of the 
taxpayer, for the taxpayer’s taxation year that includes that 
time, from a disposition at that time of that résidual interest 
and, for the purposes of section: 110.6, the residual interest 
shall be deemed to have been sispened of by the taxpayer at 
that time; and 


The closing words formerly read: 


the amount of the excess shall be deemed to be a gain of the 
taxpayer, for the taxation year of the taxpayer that includes 
that time, from a disposition at that time of that residual inter- 
est and, for the purposes of section 110.6, the residual interest 
shall be deemed to have been disposed of by the taxpayer in 
that year; and 


Para. 98.1(1)(a) substituted by 1994, c. 21, s. 45, applicable after 
1992 except that, where a corporation elects in accordance with 
para. 111(4)(a) of 1994, c, 21, the amended para. applies to the cor- 
poration from the time at which the corporation was first granted 
articles of continuation (or similar constitutional documents) in an- 
other jurisdiction. Para. 98.1(1)(a) formerly read: 


(a) until such time as all the taxpayer’s rights (other than a 
right to a share of the income or loss of the partnership: under 
an agreement referred to in subsection 96(1.1)) to receive any 
property of or from the partnership in satisfaction of the tax- 
payer’s interest in the partnership immediately before the 
time that the taxpayer ceased to be a member of the partner- 
ship are satisfied in full, that interest (in this section referred 
to as a “residual interest’) shall, subject to sections 48 and 70 
but notwithstanding any other section of this Act, be deemed 
not to have been disposed of by the taxpayer and to continue 
to be an interest in the partnership; 


That portion of para. 98.1(1)(c) following subpara. (ii) substituted 
by 1994, c. 7, Sch. If (1991, c. at s. 74, teint to 1985 et seq. 
That portion formerly read: 


the amount of the excess shall be deemed to be a gain of the 
taxpayer for the year from a disposition at that time of that 
residual interest; and 


Pre-RSC History: Subpara. 98. 1(1)(d)(i) amended by 1988, c. 55, 
s. 68, to substitute “by reason of’ for “by virtue of’ and “subsec- 
tions 110.1(4), 118.1(8) and 127(4.2)” for “subsections 110(5) and 
127(4.2)”, applicable to 1988 ef seq. 


Subpara. 98.1(1)(d)(i) substituted by 1976-77, c. 4, s. 38, applicable 
after June 23, 1975, to add “127(4.2)”. 


I.T. Application Rules: 23(4.1)(b) (where professional practice 
carried on in partnership since before 1972). 


Interpretation Bulletins: IT-242R: Retired partners; IT-278R2: 
Death of a partner or of a retired partner. 


(2) Continuation of original partnership — 
Where a partnership (in this subsection referred to as 
the “original partnership”) has or would but for sub- 
section 98(1) have ceased to exist at a time when a 
taxpayer had rights described in paragraph (1)(a) in 
respect of that partnership and the members of an- 
other partnership agree to satisfy all or part of those 
rights, that other partnership shall, for the purposes 
of that paragraph, be deemed to be a continuation of 
the original partnership. 

Interpretation Bulletins: IT-278R2: Death of a partner or of a 
retired partner. 


Pre-RSC History [s. 98.1]: S. 98.1 added by 1974-75-76, c. 26, s. 
63, applicable to 1972 et seq. 
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Definitions -[s. 98.1]:: “amount” — 248¢1); “property” — 248(1); 
“residual interest” — 98.1(1)(a);. “taxpayer”. — 248(1). 


98.2 Transfer of interest on death — Where by 
virtue of the death of an individual a taxpayer has 
acquired a property that was an interest in a partner- 
ship to which, immediately before the individual’s 
death, section 98.1 applied, — 


(a) the taxpayer shall be deemed to have acquired 
a right to receive partnership property and not to 
have acquired an interest in a partnership; 


(b) the taxpayer shall be. deemed to have acquired 
» the right.referred to in paragraph (a) at a cost 
equal to the amount determined to be the pro- 
ceeds of disposition of the interest in the partner- 
ship to the deceased individual by virtue of para- 
graph 70(5)(a) or (6)(d), as the case may be; and 


(c) section 43 is not.applicable to the right. 


Related Provisions: 53(2)(0) — Deductions from adjusted cost 
base; 248(8) — ‘Occurrences as a consequence of death. 


Pre-RSC History: S. 98.2 added by 1974-75-76, c. 26, s. 63, 
applicable to 1972 et seq. 

Definitions [s. 98.2]: “amount”, “individual” — 248(1); 
erty”, “taxpayer” — 248(1). 

Interpretation Bulletins [s. 98.2]: IT-242R: Retired partners; 
IT-278R2: Death of a partner or of a retired partner; IT-349R3: In- 
amie transfers of farm property on death. 


““prop- 


99. (1) Fiscal period of terminated partner- 
ship — Except as provided in subsection (2), where, 
at any time in a fiscal period of a partnership, the 
partnership would, but for subsection 98(1), have 
ceased to exist, the fiscal period shall be deemed to 
have ended immediately before that time. 


Related Provisions: 127.52(1)(c.1), (c.2) — Exclusion from trig- 
gering. minimum tax. 


(2) Fiscal period of terminated partnership 
for individual member — Where an individual 
was a member of a partnership that, at any time in a 
fiscal period of a partnership, has or would have, but 
for subsection 98(1), ceased to exist, for the purposes 
-of computing the individual’s income for a taxation 
year the partnership’s fiscal period may, if the indi- 
vidual so elects and subsection 249.1(4) does not ap- 
ply in respect of the partnership, be deemed to have 
ended immediately before the time when the fiscal 
period of the partnership would have ended if the 
partnership had not so ceased to exist. 

Related Provisions: 25(1) — Parallel rule for individuals; 99(3), 
(4) — Validity of election. 

History: Subsec. 99(2) amended by 1996, c. 21, s. 17.1, applicable 
to fiscal:petiods that begin after 1994. The subsec. formerly. read: 


(2) Fiscal period for individual member of terminated 
partnership — Where an individual was a member of a part- 
nership that, at any time in a fiscal period of the partnership, 
has or would have, but for subsection 98(1), ceased to exist, 
for the purposes of computing the individual’s income for a 
taxation year the partnership’s fiscal period may, if the indi- 
vidual so elects, be deemed to have ended immediately before 
the time when the fiscal period of the partnership would have 
ended if the partnership had not so ceased to exist. 


S. 100(1) 


Pre-RSC History: Subsec. 99(2) substituted by 1977-78, c. 1, s. 
48, applicable to. 1972 etiseq. 


interpretation Bulletins: IT-179R: Change of fiscal period; IT- 
287R:, Sale of inventory. 


Information Circulars: 76-19R3: Transfer of property to a corpo- 
ration under section 85. 


(3) Validity of election — An election under sub- 
section (2) is not valid unless the individual was resi- 
dent in Canada at the time when the fiscal period of 
the partnership would, if the election were valid, be 
deemed to have ended. 


Related Provisions: 96(4)-(7) — Elections. 


(4) Idem — An election under subsection (2) is not 
valid if, for the individual’s taxation year in which a 
fiscal period of the partnership would not, if the elec- 
tion were valid, be deemed to have ended but in 
which it would otherwise have ended, the individual 
elects to have applicable the rules set out in the Jn- 
come Tax Application Rules that apply when two or 
more fiscal periods of a partnership end in the same 
taxation year. 


Definitions [s. 99]: “Canada” — 255; “fiscal period” —.99(1), 
(2), 249.1; “individual” — 248(1); “member” — 102(2); “resident 
in Canada” — 250; “taxation year” — 11(2), 249; “taxpayer” — 
248(1). 


Interpretation Bulletins [s. 99]: IT-138R: Computation and 
flow-through of partnership income; IT-358: Partnerships — defer- 
ment of fiscal year-end. 


100. (1) Disposition of an interest in a partner- 
ship — Notwithstanding paragraph 38(a), a tax- 
payer’s taxable capital gain for a taxation year from 
the disposition of an interest in a partnership to any 
person exempt from tax under section 149 shall be 
deemed to be 


(a) 4 of such portion of the taxpayer’s capital 
gain for the year therefrom as may reasonably be 
regarded as attributable to increases in the value 
of any partnership property of the partnership that 
is capital property other than depreciable 


property, 
plus 


(b) the whole of the remaining portion of that 
capital gain. 
Pre-RSC History: Para. 100(1)(a) amended by 1988, c. 55, s. 69, 
to substitute ““/4” for “'”, applicable to taxation years and fiscal 
periods ending after 1987, except that 


(a) where the taxpayer is an individual or a partnership, for tax- 
ation years and fiscal periods ending after 1987 and_ before 
1990, the reference to “*/s” shall be read as a reference to “7/3”; 


(b) where the taxpayer is a Canadian-controlled private corpora- 
tion throughout its taxation year, for taxation years ending after 
1987 and commencing before 1990, the reference to “4” shall, 
in respect of the corporation for the year, be read as a reference 
to the fraction determined as the aggregate of 


(i) that proportion of '/2 that the number of days in the year 
that are before 1988 is of the number of days in the year, 


(ii) that proportion of 7/ that the number of days in the year 
that are after 1987 and before 1990 is of the number of days 
in the year, and 
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(iii) that proportion of */s that.the number of days.in the year 
that are after 1989 is of the number of days in the year; and 
(c) where the taxpayer is a corporation that was not a'Canadian- 
controlled private corporation throughout its taxation year, for 
taxation years ending after 1987 and commencing before 1990, 
the reference to “V/s” shall, in respect of the corporation for the 
year, be read as a reference to the fraction determined as the 
- aggregate of 
(i) that proportion of '/2 that the number of days in the year 
that are before July 1988 is of the numberof: days in the 
year, 
(11) that proportion of 7/3 that the number of ddan in the year 
that are after June 1988 and before 1990 is of the number of 
days in the year, and 
(111) that-proportion of */s that the number of days in the year 
that are after 1989)is of the number of days in the year. 


(2) Gain from disposition of interest in part- 
nership — In computing a taxpayer’s gain for a 
taxation. year from the disposition of an interest in a 
partnership, there shall be included, in addition to the 
amount thereof determined under subsection 40(1), 
the amount, if any, by which 


(a) the total of all amounts required by subsection 
53(2) to be deducted in computing the adjusted 
cost base to the taxpayer, immediately before the 
disposition, of the interest in the partnership, 


exceeds 
(b) the total of 


(i) the cost to the taxpayer of the interest in 
the partnership determined for the purpose: of 
computing the adjusted cost base to the tax- 
payer of that interest at that time, and 


(ii) all amounts required by subsection 53(1) 
to be added to the cost to the taxpayer of that 
interest in computing the adjusted cost base to 
the taxpayer of that interest at that time. 


Pre-RSC History: Para. 100(2)(b) substituted by 1974-75-76, c. 
26, s. 64, applicable to 1972 et-seq. 


Selected Cases [subsec. 100(2)]: Stursberg (R.K.G.) v. MNR, 
[1993] 2 C.T.C. .76 (FCA) (Transactions resulting in reduction of 
partner’s share and corresponding increase of another partner’s 
share was disposition of part of first partner’s interest, not distribu- 
tion of capital). 


interpretation Bulletins: IT-268R4: Inter vivos transfer of farm 
property to child; IT-278R2: Death of a partner or of a retired part- 
ner; IT-358: Deferment of fiscal year end. 


(2.1) Idem — Where, as a result of an amalgama- 


tion or merger, an interest in a partnership owned by 
a predecessor corporation has become property of 
the new corporation formed as a result of the amal- 
gamation or merger and the predecessor corporation 
was not related to the new corporation, the predeces- 
sor corporation shall be deemed to have disposed of 
the interest in the partnership to the new corporation 
immediately before the amalgamation or merger for 
proceeds of disposition equal to the adjusted cost 
base to the predecessor corporation of the interest in 
the partnership at the time of the disposition and the 
new corporation shall. be deemed to have acquired 
the interest in the partnership from the predecessor 
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corporation immediately after that time at a cost 
equal to the proceeds of disposition. 


Related Provisions: TNE. 1)— Partnership interest. 


Pre-RSC History: Subsec. 100(2.1) added by 1987, ¢ 46's, 34, 
applicable with respect to amalgamations and mergers occurring af- 
ter January 15, 1987." 


(3) Transfer of interest on death — Where by 
virtue of the death of an individual a taxpayer has 
acquired a property that was an interest in a partner- 
ship immediately before the individual’s death (other 
than an interest to which, immediately before the in- 
dividual’s death, section 98.1 applied) and the tax- 
payer is not a member of the partnership and does 
not become a member of the partnership by reason 
of that acquisition, 


(a) the taxpayer shall be deemed to have gic 
a right to receive partnership property and not to 
have acquired an interest in a partnership; 


(b) the taxpayer shall be deemed to have acquired 
the right referred to in paragraph (a) at a cost 
equal to the amount determined to be the pro- 
ceeds of disposition of the interest in the partner- 
ship to the deceased individual by virtue of para- 
graph 70(5)(a) or (6)(d), as the case may be; and 


(c) section 43 is not applicable to the right. 


Related Provisions: 53(2)(o) — Deduction from adjusted cost 
base; 248(8) — Occurrences as a consequence of death. 


‘Pre-RSC History: Subsec. 100(3) added raed 1976-77, c..4, s. 39, 


applicable to: 1972 et seq. 


Interpretation Bulletins: IT-278R2: Death of a partner or of a 
retired partner; IT-349R3: Intergenerational transfers of farm prop- 
erty on death. 


(4) Loss re interest in partnership — Notwith- 
standing paragraph 39(1)(b), the capital loss of a tax- 
payer from the disposition at any time of an interest 
in a partnership.is deemed to be the amount of the 
loss otherwise determined minus the: total. of all 
amounts each.of which is the amount by which, the 
taxpayer’s share of the partnership’s loss, in. respect 
of a share of the. capital. stock of a corporation that 
was property of a particular partnership at that,.time, 
would have been reduced under. subsection.112(3.1) 
if the fiscal period of every: partnership that includes 
that time had ended immediately before. that time 
and the particular partnership had disposed of. the 
share immediately before the end of that fiscal. pe- 
riod for proceeds equal to its fair market value.at that 
time. " 


Related Provisions: 53(2)(c)(i)(C) — Reduction in aes es cost 
base. 


History: Subsec. 100(4) amended by 1998, c. 19, s. 126, Sieplitable 
to dispositions that occur after April 26, 1995. The subsec. mags 
read; 


(4) Notwithstanding paragraph 39(1)(b), the sia Ibi of a 
corporation from the disposition at any time of an interest in a 
partnership shall be deemed to be the amount of the loss oth- 
erwise determined minus the total of all amounts each of 
which is the amount by which the corporation’s share of the 
partnership’s loss, in respect of a share of the capital stock of 
a corporation that was property of the partnership at that time, 
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would have been reduced pursuant to subsection 112(3.1) or 
(4.2) had the fiscal period of the partnership ended*immedi- 
ately before that time and had the partnership disposed of the 
share immediately before the end of that’ fiscal ‘period for-its 
fair market value at that time. 


Pre-RSC History: Subsec. 100(4) added by 1980-81-82-83, c. 
140; 's. 59, ee to dispositions ee after November 2, 
1981. 


Definitions [s. 100]: “adjusted cost Mase sy) i 5 wa 
“amount” — 248(1); “capital gain” —39(1)(a), 248(1); “capital 
loss” — 39(1)(b), 2481); “capital property” — 54, 248(1); “corpo- 
ration” — 248(1), Interpretation: Act 35(1); “depreciable prop- 


erty” — 13(21), 248(1); “fiscal period’? — 249(2)(b), 249.1; “mem- 
ber” — 102(2); “person” — pew ‘‘property” — 248(1); 
are, — 248(1); “ a), 248(1); “taxation 


~ year” — 249; “taxpayer” - —248(1). 


101. Disposition of farmland by_ partner- 
ship — Where a taxpayer was a member of a part- 
_hership at the end .of.a taxation. year of the. partner- 
ship i in which the partnership disposed of land used 
in a farming business of the. partnership, there may 
be deducted in computing the taxpayer’s income for 
the taxpayer’s. taxation year in which the taxation 
-year of the partnership ended, 7/4 of. the total. of all 
amounts each of which is an amount in respect of 
that taxation year of the taxpayer or any preceding 
taxation year of the taxpayer ending after 1971, 

“equal to the taxpayer’s loss, if any, for the year from 
the farming business, to the extent that the loss 


(a) was, by virtue of section By not deductible in 
computing the taxpayer’s income for the year; 


(b) was not deducted for the purpose of comput- 
' ing the taxpayer’s ‘taxable: income for. the ‘tax- 
payer’s taxation year in which the partnership’s 
taxation year in which the land was disposed of 
ended, or for any Pueceding taxation year of: the 
taxpayer; 
(c) did not exceed that proportion of the total of 
(i) taxes (other than income or profits taxes: or 
taxes imposed by reference to the transfer of 


the property) paid by the partnership in its tax- 
ation year ending in the year or payable by it 


‘in respect of that taxation year'to a province 


or a Canadian municipality in respect of the 
property, and : 


(ii) interest paid by the partnership in its taxa- 


tion year ending in the year or payable by. it in 
respect of that taxation year, pursuant to a le- 
gal obligation to pay interest on borrowed 
money used to acquire the property or on any 
amount as consideration payable for the 
property, 


(to the extent that the taxes and interest were in- 
cluded in computing the loss of. the. partnership 
for that taxation year from the farming business), 
that 


(111) the taxpayer’s loss from the kasmugb) busi- 
ness for the year 


S. 101 


is of 
(iv) the partnership’s loss from the farming 


business for its taxation year ending in the 
year, and 


(d) did not exceed the remainder obtained when 


(i) the total of each of the taxpayer’s losses 
from the farming business for taxation years 
preceding the year (to the extent that those 
losses are included in computing the amount 
determined under this section in respect of the 
taxpayer) | 


is deducted from 


(ii) /3 of the amount of ieee ana ee S taxable 
capital gain from the disposition of the land. 


Related Provisions: 53(1)(i) — Corresponding rule for non-part- 
nerships — addition to adjusted cost base; 96(1.1) — Allocation of 
share of income to retiring partner; 111(7)— Limitation. 


Pre-RSC History: That portion of s. 101 preceding para. (a) 
amended by 1988, c. 55, subsec. 70(1), to substitute “Disposition of 
farmland by” for “Disposition of land used in farming business of” 
in the heading, “°/4 of the aggregate of” for ““/2 of the aggregate of”, 
and “any preceding taxation year” for “any previous taxation year”, 
applicable to taxation years. and fiscal periods ending after 1987, 
except that 


(a) where the taxpayer is an individual or a partnership, for tax- 
ation years and fiscal periods ending after 1987 and before 
1990, the reference to “7/,” shall be read as a reference to “7/3”; 


(b) where the taxpayer is a Canadian-controlled private corpora- 
tion throughout its taxation year, for'taxation years ending after 
1987 and commencing before 1990, the reference to ““/s” shall, 
in respect of the corporation for the year, be read as a reference 
to the fraction determined as the aggregate of 


(i) that proportion of '/ that the number of days in the year 
~that are before 1988 is of the number of days in the year, 


(ii) that proportion. of 7 that the number of days in the year 
that are after 1987 and before 1990 is of the number of days 
in' the year, and 


(iii) that proportion of */4 that the number of days in the year 
that are after 1989 is of the number of days in the year; and 


(c) where the taxpayer is a corporation that.was not, a Canadian- 
controlled private corporation throughout its, taxation year, for 
taxation years ending after 1987 and commencing before 1990, 

_ the reference 'to.““/4” shall, im respect of the corporation for. the 
year, be read as a reference.to.the fraction determined. as the 
aggregate of 


(i)-that proportion of, '/2, that the number of Natt in the year 
that are before July 1988 is of the number of days in. the 
year, 

(ii) that proportion of */3 that the number of days in the year 
that are after June 1988 and before 1990 is of the number of 
days’ in the year, ‘and 


(111) that proportion of °/s that the number of days in the year 
that are after 1989\is of the number of days in the. year. 


Stib plata! 101(d)(ii) amended by 1988, ¢.'55, subsec. 70(2), to sub- 
stitute “4/; of” for “2 times”, applicable to taxation years and fiscal 
periods ending after 1987, except that 


(a) where the taxpayer is an individual ora partnership, for tax- 
ation years and fiscal periods ending after 1987 and before 
1990; the reference to “4/3” shall be read as a reference to ““/2”; 


(b) where the taxpayer is a Canadian-controlled private corpora- 
tion throughout its taxation year, for taxation years ending after 
1987 and commencing before 1990, the reference to ““/3” shall, 
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in respect of the corporation for the year, be read as a reference 
to the aggregate of 


(i) that proportion of 2 that the number of days in the year 
that are before 1988 is of the number of days in the year, 


(ii) that proportion of */2 that the number of days in the year 
that are after 1987 and before 1990 is of the number of days 
in the year, and 


(iii) that proportion of */; that the number of days in the year 
that are after 1989 is of the number of days in the year; and 


(c) where the taxpayer is a corporation that was not a Canadian- 
controlled private corporation throughout its taxation year, for 
taxation years ending after 1987 and commencing before 1990, 
the reference to ““/;” shall, in respect of the corporation for the 
year, be read as a reference to the fraction determined as the 
aggregate of 

(1) that proportion of 2 that the number of days in the year 

that are before July 1988 is of the number of days in the 

year, 

(ii) that proportion of */2 that the number of days in the year 

that are after June 1988 and before 1990 is of the number of 

days in the year, and 


(111) that proportion of “/; that the number of days in the year 
that are after 1989 is of the number of days in the year. 


Para. 101(b) substituted by 1984, c. 1, s. 44, to substitute “de- 
ducted” for “deductible” and “preceding” for “previous”, applicable 
to 1983 et seq. 

Definitions [s. 101]: “amount”, “borrowed money”, “business”, 
“farming” — 248(1); “member” — 102(2); “property” — 248(1); 
“province” — Interpretation Act 35(1); “taxable capital gain” — 
38(a), 248(1); “taxable income” — 2(2), 248(1); “taxation year” — 
249; “taxpayer” — 248(1). 


102. (1) Definition of “Canadian partner- 
ship” — In this subdivision, “Canadian partner- 
ship’ means a partnership all of the members of 
which were, at any time in respect of which the ex- 
pression is relevant, resident in Canada. 

Related Provisions: 80(1) — “Eligible Canadian partnership”; 
96(8) — Anti-avoidance rules; 212(13.1)(b) — Non-Canadian part- 
nership deemed non-resident for withholding tax purposes; 
248(1)“Canadian partnership” — Definition applies to entire Act; 
Income Tax Conventions Interpretation Act 6.2 — Partnership with 
Canadian resident partner cannot be resident in another country. 


(2) Member of a partnership — In this subdivi- 
sion, a reference to a person or a taxpayer who is a 
member of a particular partnership shall include a 
reference to another partnership that is a member of 
the particular partnership. 


Pre-RSC History [s. 102]: Subsecs. 102(1), (2) were paras. 
102(a), (b). 


S. 102 substituted by 1986, c. 55, subsec. 27(1), applicable after 
February 25, 1986. S. 102 formerly read: 


102. “Canadian partnership” defined — In this subdivi- 
sion, “Canadian partnership” means a partnership all of the 
members of which were, at any time in respect of which the 
expression is relevant, resident in Canada. 


Selected Cases [s. 102]: Randall v. The Queen, [1985] 1 C.T.C. 
268 (FCTD) (Non-resident member not actively participating in 
business taxed as if carrying on business in Canada where partici- 
pating in profits). 


Definitions [s. 102]: “Canada” — 255; “person” — 248(1); “resi- 
dent in Canada” — 250; “taxpayer” — 248(1). 
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Interpretation Bulletins [s. 102]: IT-123R6: Transactions in- 
volving eligible capital property; IT-338R2: Partnership interests — 
effects on adjusted cost base resulting from the admission or retire- 
ment of a partner; IT-413R: Election by members of a partnership 
under subsection 97(2); IT-417R: Merger of partnerships. 


103. (1) Agreement to share income, etc., so 
as to reduce or postpone tax otherwise paya- 
ble — Where the members of a partnership have 
agreed to share, in a specified proportion, any in- 
come or loss of the partnership from any source or 
from sources in a particular place, as the case may 
be, or any other amount in respect of any activity of 
the partnership that is relevant to the computation of 
the income or taxable income of any of the members 
thereof, and the principal reason for the agreement 
may reasonably be considered to be the reduction or 
postponement of the tax that might otherwise have 
been or become payable under this Act, the share of 
each member of the partnership in the income or 
loss, as the case may be, or in that other amount, is 
the amount that is reasonable having regard to all the 
circumstances including the proportions 1n which the 
members have agreed to share profits and losses of 
the partnership from other sources or from sources in 
other places. 


Related Provisions: 103(2) — Meaning of “losses”. 


Selected Cases [subsec. 103(1)]: Signum Communications Inc. 
v. Canada, [1991] 2 C.T.C. 31 (FCA) (Limited partner’s losses not 
limited by amount of capital contribution). 


(1.1) Agreement to share income, etc., in 
unreasonable proportions — Where two or 
more members of a partnership who are not dealing 
with each other at arm’s length agree to share any 
income or loss of the partnership or any other 
amount in respect of any activity of the partnership 
that is relevant. to the computation of the income or 
taxable income of those members and the share of 
any such member of that income, loss or other 
amount is not reasonable in the circumstances hav- 
ing regard to the capital invested in or work per- 
formed for the partnership by the members thereof or 
such other factors as may be relevant, that share 
shall, notwithstanding any agreement, be deemed to 
be the amount that is reasonable in the 
circumstances. ) 

Pre-RSC History: Subsec. 103(1.1) added by 1980-81-82-83, c. 


48, s. 53, applicable with respect to fiscal periods ending after De- 
cember 11, 1979. 


Selected Cases [subsec. 103(1.1)]: Archbold y. Canada, 
[1995] 1 C.T.C. 2872 (TCC) (No legal impediment to partner’s 
drawing salary from partnership). 


Interpretation Bulletins: IT-231R2: Partnerships — partners not 
dealing at arm’s length. 


(2) Definition of “losses” — For the purposes of 
this section, the word “losses” when used in the ex- 
pression “profits and losses” means losses deter- 
mined without reference to other provisions of this 
Act. 


Related Provisions: 96(1.1) — Allocation of share of income to 
retiring partner. 


780 


Subdiv. k — Trusts and, Beneficiaries 


Definitions [s. 103]: “amount” — 248(1); “arm’s. length” — 
251(1); “assessment” — 248(1);. “‘losses”.— 103(2); : “member” — 
102(2); “taxable income” — 2(2), 248(1). 

Interpretation Bulletins: IT-338R2: Partnership interests — ef- 
fects on adjusted cost base resulting from the admission or retire- 
ment of a partner. 


Subdivision k — Trusts and Their 
Beneficiaries 


104. (1) Reference to trust or estate — In this 
Act,.a reference to a trust or estate (in this subdivi- 
sion referred to as a “‘trust’”’) shall be read as a refer- 
ence to the trustee or the executor, administrator, 
heir or other legal representative having ownership 
or control of the trust property. 

Related Provisions: 108(1) — Meaning of “trust”; 122(1) — 
High rate of tax for inter vivos trusts; 128(1)(b), 128(2)(b) — Estate 
of bankrupt deemed not to be a trust or estate; 146.1(1)"trust” — 
RESPs — meaning of “trust”; 233.2(4) — Reporting requirement re 
transfers to foreign trust; 233.6(1) — Reporting requirement re dis- 
tributions bpm, foreign trust; 248(1)" estate” — Definition nN to 


66 ” 


248(3) — Déetiéd trusts in Quebec. 
Interpretation Bulletins: IT-447: Residence of a trust or estate. 


I.T. Technical News: No, 7 (revocable living Busts, protective 
trusts, bare trusts). 


(2) Taxed as individual —A at ae ata 9 for the 
purposes of this Act, and without affecting the liabil- 
ity of the trustee or legal representative for that per- 
son’s own income tax, be deemed to be in respect of 
the trust property an individual, but where there is 
more than one trust and 


(a) substantially: all of the property of the various 
trusts has been received from one person, and 


(b). the various trusts are conditioned so that the 
income thereof accrues or will ultimately accrue 
_ to the same beneficiary, or group or class of 
beneficiaries, 


such of the trustees as the Minister may designate 
shall, for the purposes of this Act, be deemed to be 
in respect of all the trusts an individual whose prop- 
erty is the property of all the trusts and whose in- 
come is the income of all the trusts. 


Multiple trusts must share 
248(1)“individual” — Trust is an 


minimum tax exemption; 
individual. 


Regulations: 204 (information return). 


Interpretation Bulletins: IT-406R2: Tax payable by an inter 
vivos trust; IT-447: Residence of a trust or estate. 


Forms: T3: Trust Income Tax and Information Return; 73 Siti: 
Summary of trust income allocations and designations; 3. Supp: 
Statement of Trust Income. 


(3) [Repealed under former Act] 


Pre-RSC History: Subsec. 104(3) repealed by 1988, c. 55, subsec. 
71(1), applicable. to 1988 et seq. (See subsec. 122(1-1).), Subsec. 
104(3) formerly read: 


(3) Deduction not permitted — No deduction may be made 
under section 109 from the income ofa trust. 
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Subsec.. 104(3) substituted by 1984, c. 1, subsec. 45(1), applicable 
to 1984 et seq. Subsec. 104(3) formerly read: 


(3) Deductions, not permitted — No deduction may be 
made under section 109 or paragraph 110(1)(d) from; the in- 
come of a trust. 


(4) Deemed disposition by trust — Every trust 
shall, at the end.of each, of the following days, be 
deemed. to have: disposed. of each. property of. the 
trust that was capital property, (other than excluded 
property or depreciable property) or land included in 
the inventory of the trust for proceeds equal to its 
fair market value at the end of that day and to have 
reacquired the property immediately thereafter for an 
amount.equal to that fair market value, and for the 
purposes of this Act those days are 


(a) where the trust 


(1) is a trust that was created by the will of a 
taxpayer who died after 1971 and that, at the 
_time it was created, was a trust, 


(i.1) isa trust 'that was created by the will of a 
taxpayer who died after 1971 to which prop- 
erty was transferred in circumstances to which 
paragraph 70(5.2)(b). or (d) or (6)(d). applied 
and that, immediately after any such property 

~ vested indefeasibly in the trust as a conse- 
quence of the death of the pees was a 
trust, or 


(ii) is a trust that was created after June 17, 
1971 by a taxpayer during the taxpayer’s life- 
time that, at any time after 1971, was a trust 


ace which 


(iil) the taxpayer’s spouse was entitled to re- 
ceive all of the income of the trust that arose 
before the spouse’ s death, and 


(iv) no person except the spouse could, before 
the spouse’s death, receive or otherwise ob- 
tain. the use of any of the income or capital of 
the trust, 


the day on which the spouse dies; 


‘(a.1) where the trust is a pre-1972 spousal trust 
on January 1, 1993 and the spouse referred to in 
the definition “pre-1972 spousal trust” in subsec- 
tion 108(1) in respect of the trust was 


(i) in the case of a trust created by the will of a 
taxpayer, alive on January 1, 1976, and 


(ii) in the case of a trust created by a taxpayer 
during the taxpayer’s lifetime, alive on May 
26, 1976, 


the day that is the later of 
(iii), the day on which that spouse dies, and 
(iv) January 1, 1993; 

(b) the day that is 21 years after the latest of 
(i) January 1, 1972, 


(ii) the day on which the trust was created, 
and 


S. 104(4)(b) (iii) 


(iii) where applicable, the day determined 
under paragraph (a) or (a.l) as those 
paragraphs applied from time to time after 
1971; and 


(c) the day that is 21 years after any day (other 
than a day determined under paragraph (a) or 
(a.1)) that is, because of this subsection, a day on 
which the trust is deemed to have disposed of 
each such property. . 


Related Provisions: 53(4) — Effect on adjusted cost base of 
share, partnership interest or trust interest; 54“superficial loss”(c).— 
Superficial loss rule does not apply; 70(6)(a) — Where transfer or 
distribution to spouse or trust; 70(9.1) — Transfer of farm property 
from spouse’s trust to settlor’s children; 73(1)(c) — Inter vivos 
transfer of property of spouse; etc., or trust; 104(5) — Deemed dis- 
position of depreciable property; 104(5.3) — Election by trust to 
postpone deemed disposition; 104(5.8) — Trust transfers; 104(6) — 
Deduction in computing income of trust; 104(15)(a)— Allocable 
amount for preferred beneficiary election; 107(4) — Trust in favour 
of spouse; 108(1) — “accumulating income”; 108(1) — Trust de- 
fined; 108(3) — Meaning of “income” of trust; 108(4) — Trust pay- 
ment of duties and taxes; 108(6) — Variation of trusts; 110.6(12) — 
Spousal trust deduction; 127.55(e) — Application of minimum tax; 
138.1(1) — Rules re segregated funds; 159(6.1) — Election to post- 
pone payment where subsection 104(4) applicable; 248(8) — Oc- 
currences as a consequence of death; 248(9.1) —. Whether trust cre- 
ated’ by taxpayer’s will; 248(9.2)— Meaning of : “vested 
indefeasibly”; 252(3), (4)(a) — Extended meaning of “‘spouse” and 
“former spouse’. 


History: Subpara. 104(4)(a)(i.1) amended by 1998, c. 19, subsec. 
127(1), applicable to acquisitions and dispositions that occur after 
1992. Subpara. 104(4)(a)G.1) formerly read: 


_(i.1) is a trust that was created by the will of a taxpayer who 
died after 1971 to which property was transferred in circum- 
stances to which paragraph 70(5.2)(d) or (f) or (6)(d) applied 
and that, immediately after any such property vested indefea- 
sibly in the trust as a consequence of the death of the tax- 
payer, was a trust, or 


Para. 104(4)(a.1) amended by 1996, c. 21, subsec. 18(1), applicable 
to trust taxation years that end after February 11, 1991. The para. 
formerly read: 


(a.1) where the trust is a pre-1972 spousal trust on January 1, 
1993, the day that is the later of 


(1) the day on which the spouse referred to in the defini- 
tion “pre-1972 spousal trust” in subsection 108(1) in re- 
spect of the trust dies, and 


(1). January. 1, 1993; 


Subpara. 104(4)(b)(iii) amended by 1996, c. 21, subsec. 18(2), ap- 
plicable to trust taxation years that end after February 11, 1991. The 
subpara. formerly read: 


(iii) where applicable, the day determined under paragraph (a) 
or (a.1);-and 


Subsec. 104(4) amended by 1994, c. 7, Sch. VII (1993, c. 24), sub- 
sec. 42(1), applicable to taxation years of trusts ending after Febru- 
ary 11, 1991 except that para. 104(4)(a) as amended does not-apply 
in respect of any trust described therein because of subpara. (i.1) 
thereof where the spouse who was the beneficiary. of that trust died 
before December 21, 1991. Subsec. (4) formerly read: 


(4) Deemed disposition by a trust — Every trust shall, on 
each of the following days, be deemed to have disposed of 
each property of the trust that was capital property (other than 
depreciable property) or land included in the inventory of the 
trust for proceeds equal to its fair market value on that day 
and to have reacquired the property immediately. thereafter 
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for an amount equal to that fair market value, and for the pur- 
poses of this Act those days are 


(a) where the trust 


(i) is a trust created ‘by the will of a taxpayer who 
died after December 31, 1971 and that, at the time it 
was created, was a trust, or 


(ii) is a trust created by a taxpayer during the tax- 
payer’s lifetime, other than a trust described in*sub- 
section 122(2), that, at any time after 1971, was a 
trust 


under: which 


(iii) the taxpayer’s spouse was entitled to receive all 
of the income of the trust that arose before’ the 
spouse’s death, and 


(iv) no-person except the spouse could, before the 
spouse’s death, receive or otherwise obtain the use of 
any of the income or capital of the trust, 


the day on which.the spouse dies; 
(b) the day that is 21 years after the latest of 
(i) January 972, . 
(11) the day on which the trust was created, and 


(iii) where applicable, the day, referred to in para- 
graph (a); and 


(c) the day that is 21 years after any day that is, by virtue 
of this subsection, a day on which the trust is deemed to 
have disposed of each such property. ; 


Pre-RSC History: That portion of subsec. 104(4) preceding (a) 
substituted by 1985, c. 45, subsec. 50(1), applicable to taxation 
years of a trust commencing after 1984. That portion formerly read: 


(4) Deemed disposition of property by a trust — Every 
trust shall, on each of the following days, be deemed to have 
disposed of each property of the trust that was capital prop- 
erty (other than depreciable property), property referred to in 
any of.paragraphs 59(2)(a) to (e) or land included in the in- 
ventory of a business of the trust, for proceeds equal to its fair 
market value on that day, and to have reacquired the property 
immediately thereafter for an amount equal to that fair market 
value; and for the purposes of this Act those days are: 


All that portion of subsec. 104(4) preceding para. (a) substituted by 
1980-8 1-82-83, c. 140, subsec. 60(1), and applicable after Novem- 
ber 12, 1981. That portion formerly read: . 


(4) Every trust shall, on each)of the following days, be 
deemed to, have disposed of each capital property of the trust, 
other than depreciable property, for proceeds equal to its fair 
market value on that day, and to have reacquired such prop- 
erty immediately thereafter for an amount equal to that fair 
market value; and for the purposes of this Act those days: are: ' 


Para. 104(4)(a) substituted by 1976-77, c. 4, subsec. 40(1), applica- 
ble with respect to any trust the spouse who was the beneficiary of 
which died after May 25, 1976; and with respect to any trust the 
spouse who was the beneficiary of which died after December 31, 
1975 and before May 26, 1976, paragraph 104(4)(a) shall be 
deemed to have read as follows: 


(a) where the trust is a trust created by the will of a taxpayer . 
who died after December 31, 1971 or a trust created by a tax- 
payer during his lifetime, under which 


(1) his spouse is entitled to receive all of the income of 
the trust that arises before the spouse’s death, and 


(ii) no person except the spouse may, before the spouse’s 
death, receive or otherwise obtain the use of any of the 
income or capital of the trust, 


the day on which the spouse dies; 
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Para. 104(4)(a) formerly read: 


(a) where the trust is a trust created by a taxpayer, whether 
during his lifetime or by his will, under which 


(1) his spouse is entitled to receive all of the income of 
the trust that arises before the spouse’s death, and 


(ii) no person except the spouse may, before the spouse’s 
death, receive or otherwise obtain the use of any of the 
income or capital of the trust, 


the day on which the spouse dies; 


Interpretation Bulletins: [T-120R4: Principal residence; IT- 
286R2: Trusts — amounts payable; IT-325R2: Property transfers 
after separation, divorce and annulment; IT-349R3: Intergenera- 
tional transfers of farm property on death; IT-370: Trusts — capital 
property owned on December 31, 1971; IT-381R3: Trusts — capital 
gains and losses and the flow-through of taxable capital gains to 
beneficiaries; IT-449R: Meaning of “vested indefeasibly”; IT- 
465R — Non-resident beneficiaries of trusts. 


Advance Tax Ruling: ATR-38: Distribution of all of the property 
of an estate. 


Forms: T1055: Summary of deemed realizations. 


(5) Idem [depreciable property] — Every trust 
shall, at the end of each day determined under sub- 
section (4) in respect of the trust, be deemed to have 
disposed of each property of the trust that was a de- 
preciable property of a prescribed class of the trust 
for proceeds equal to its fair market value at the end 
of that day and to have reacquired the property im- 
mediately thereafter at a capital cost (in this subsec- 
tion referred to as the “deemed capital cost’) equal 
to that fair market value, except that 


(a) where the amount that was the capital cost to 
the trust of the property immediately before the 
end of the day (in this paragraph referred to as the 
» “actual capital cost’) exceeds the deemed capital 
cost to the trust of the property, for the purpose of 
sections 13 and 20 and any regulations made for 
the purpose of paragraph 20(1)(a) as they apply 
in respect of the property at any subsequent time, 
(i) the capital cost to the trust of the property 
on its reacquisition shall be deemed to be the 
amount that was the actual capital cost to the 
trust of the property, and 


(ii) the excess shall be deemed to have been 
allowed under paragraph 20(1)(a) to the trust 
in respect of the property in computing its in- 
come for taxation years that ended before the 
trust reacquired the property; 


(b) for the purposes of this subsection, the refer- 
ence to “at the end of a taxation year” in subsec- 
tion 13(1) shall be read as a reference to “at the 
particular time a trust is deemed by subsection 


104(5) to have disposed of depreciable property 


of a prescribed class’; and 


(c) for the purpose of computing the excess, if 
any, referred to in subsection 13(1) at the end of 
the taxation year of a trust that included a day on 
which the trust is deemed by this subsection to 
have disposed of a depreciable property of a pre- 
scribed class, any amount that, on that day, was 
included in the trust’s income for the year under 


S. 104(5) 


subsection 13(1) as it reads because of paragraph 
(b), shall be deemed to be an amount included 
under section 13 in the trust’s income for a pre- 
ceding taxation year. 


Related Provisions: 70(9.1) — Transfer of farm property from 
spouse’s trust to settlor’s children; 104(5.3) — Election by trust to 
postpone deemed disposition; 104(5.8) — Trust transfers; 104(6) — 
Deduction in computing income of trust; 108(1) — “accumulating 
income”; 108(1) — Meaning of “trust”; 108(6) — Variation of 
trusts. 


History: Subparas. 104(5)(a)(i) and (ii) substituted by 1994, c. 21, 
subsec. 46(1), applicable to days determined under subsec. 104(4) 
that are after 1992. Those subparas. formerly read: 


(i) the capital cost to the trust of the property shall be deemed 
to be the amount that was the actual capital cost to the trust of 
the property, and 


(i1) the excess shall be deemed to have been allowed to the 
trust in respect of the property under paragraph 20(1)(a) in 
computing income for taxation years before the reacquisition 
by the trust of the property, and any other amount allowed to 
the trust in respect of the property under that paragraph in 
computing income for those years shall be deemed to be nil; 


Subsec. 104(5) amended by 1994, c..7, Sch. VII (1993, .c. 24), sub- 
sec. 42(1), applicable to taxation years of trusts ending after Febru- 
ary 11, 1991 except that with respect to those days determined 
under subsec. 104(4) (as amended) that are before 1993, subsec. 
104(5) shall be read without reference to the amendments made by 
subsection (1), and the portion of subsec. 104(5) preceding para. (c) 
shall be read as follows: 


(5) Every trust shall, at the end of each day determined under 
subsection (4) in respect of the trust, be deemed to have dis- 
posed of all depreciable property of a prescribed class of the 
trust for proceeds equal to j 


(a) where the fair market value of that property at the end 
of the day exceeds the undepreciated capital cost thereof 
to the trust at the end of the day, the amount of that un- 
depreciated capital cost plus '/2 of the excess, and 


(b) in any other case, the fair market value of that prop- 
erty at the end of that day plus '/2 of the amount, if any, 
by which the undepreciated capital cost thereof to the 
trust at the end of that day exceeds that fair market value, 


and to have reacquired each such depreciable property of that 
class immediately thereafter at a capital cost (in this subsec- 
tion referred to as the “deemed capital cost’”) equal to that 
proportion of the proceeds determined under paragraph (a) or 
(b), as the case may be, that the amount that was the fair mar- 
ket value of that property is of the total of the amounts that 
were the fair market values of all properties of that.class at 
the end of that day, except that 


Subsec. 104(5) formerly read: 


(5) Idem — Every trust shall, on each day determined under 
subsection (4) in respect of the trust, be deemed to have dis- 
posed of all depreciable property of a prescribed class of the 
trust for proceeds equal to, 


(a) where the fair: market value of that property on that 
day exceeds the undepreciated capital cost thereof to the 
trust on that day, the amount of that undepreciated capital 
cost plus '/2 of the amount of the excess, and 


(b) in any other case, the fair market value of that prop- 
erty on that day plus '/2 of the amount, if any, by which 
the undepreciated capital cost thereof ‘to the trust on that 
day exceeds that fair market value, 


and to have reacquired each such depreciable property of that 
class immediately thereafter at a capital cost (in this subsec- 
tion referred to as the “deemed capital cost”) equal to that 
proportion of the proceeds determined under paragraph (a) or 
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(b), as the case may be, that the.amount that was the fair mar- 
ket value of that property on that day.is of the total of the 
amounts that were the fair market values of all propane of 
that class on that day, except that 


(c) where the amount that was the capital cost to the trust. 
of any particular property of that class exceeds the 

deemed capital cost to the trust of the property, for the 
purposes of sections 13 and 20 and any regulations made 
under paragraph 20(1)(a) as they apply in respect of the 
property at any subsequent time, 


(1) the capital cost to.the trust of the property shall be 
deemed to be the amount that, was the capital cost to 
the trust of the property, and 


' (ii) the excess shall be deemed to‘have been allowed 
to the trust in respect of the property under paragraph 
20(1)(a) in computing income for taxation years 
before the reacquisition by the trust of the property, 
and any other amount allowed to the trust in respect 
of the property under that paragraph in. computing in- 
come for those years shall be. deemed to be nil, 


(d) for the purposes of this subsection, the words “at the 
end of a taxation year,” in subsection 13(1) shall be 
deemed to read “‘at the particular time a trust is deemed 
by subsection 104(5) to have disposed of depreciable 
property of a prescribed class,” and 


(e) for the purpose of computing the excess, if any, re- 
ferred to in subsection 13(1) at the end of the: taxation 
year of a trust that included a day on which the trust is’ 
deemed by this subsection to have disposed of all depre- 
ciable property of a prescribed class, any amount that, on 
that day, was included in the trust’s income for the year 
by virtue of subsection 13(1) as it reads by virtue of para- 
graph (d), shall be deemed to be an amount included in 
the taxpayer’s income by virtue of section 13 for a prior 
taxation year. 


Pre-RSC History: All that portion of subsec. 104(5) preceding 
para. (a) amended by 1985, c. 45, subsec. 50(2), applicable to taxa- 
tion years of a trust commencing after 1984, to substitute “deter- 


mined under subsection (4). in respect of the trust” for “described in 


subsection (4)”. 


Paras. 104(5)(d) substituted, (e) added by 1977-78, c. 1, subsec. 
49(1), applicable to taxation years commencing after May 25, 1976. 
Para. 104(5)(d) formerly read: 


(d) subsection 13(2) is not applicable in respect of any such 
reacquisition. 


Interpretation Bulletins: IT-286R2: Trusts — amount payable; 
IT-349R3: Intergenerational transfers of farm property on death; IT- 
381R3: Trusts — capital gains and losses and the flow-through of 
taxable capital gains to beneficiaries; IT-465R:; Non-resident benefi- 
ciaries of trusts. 


Forms: T1055: Summary of deemed realizations. 
(5.1) Idem [NISA Fund No. 2] — Every trust that 


holds an interest in a NISA Fund No. 2 that was 
transferred to it in circumstances to which paragraph 


70(6.1)(b) applied shall be deemed, at the end of the © 


day on which the spouse referred to in that paragraph 
dies (in this subsection. referred to as the “‘spouse’), 
to have been paid an amount out of the fund equal to 
the amount, if any,.by which 


(a) the balance at the end of that day in the fund 
so transferred 
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exceeds 


(b) such portion of the amount described in para- 
graph (a) as is deemed by subsection 25 1) to 
have been paid to the spouse. 


Related Provisions: 104(5.8) — Trust transfers: 104(6) — De- 
duction in computing income of trust; 252(3), (4)(a) — Extended 
meaning of “spouse” and “former’ spouse”. 


History: Subsec. 104(5.1) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 42(2), applicable to 1991 et'seq. 


Pre-RSC History [former subsec. 104(5.1)]: Former subsec. 
104(5.1) repealed by 1986, c. 6, subsec. 51(1); applicable to 1986 et 
seg. Subsec. 104(5.1) formerly read: 


(5.1) Idem — Every trust shall, where subsection (4) is appli- 
cable to the trust on a day, be deemed 


(a) where the trust was a participant under an indexed se- 
curity investment plan on that day, 


(i) to have (for the purposes of computing any capital 
gain or capital loss of the trust from the plan for the 
taxation year in which the day occurred) a taxation 
year that ended on, and a new taxation year that com- 
menced immediately after, that. day 


(11) to have disposed, immediately before the end of 

the taxation year deemed by subparagraph (i) to have 

ended, of all indexed securities owned under the plan 

for proceeds equal to their fair market value (within 

the meaning assigned by ‘paragraph 47.1(1)(d)) at. 
that time and to have reacquired under the plan, at 

the beginning of the taxation year deemed by subpar-' 
agraph (i) to have commenced, all such securities at: 
a cost equal to such fair market value, 


(iii) to have closed out, immediately before the:end 
of the taxation year deemed by subparagraph (i) to 
have ended, each put or call option referred to in 
clause 47.1(4)(a)(iv)(B) or (C) outstanding under the 
plan at that time at-a cost equal to the amount the 
trust would have had to pay at that time if the option 
had actually been closed out. and to have written 
under the plan, at the beginning of the taxation year 
deemed by subparagraph (i) to have commenced, the 
option for proceeds equal to such cost, and 


(iv) notwithstanding subsection 47.1(9), to have a 
“capital gain or capital loss from the plan for the taxa- 

' tion year deemed by subparagraph (i) to have ended 
equal to the amount of the trust’s gain or loss, as the 
case may be, for that year from the plan; and 


(b) where paragraph 47.1(10)(f) was applicable to the 
trust in respect of an indexed security investment plan in 
the taxation year in which the day occurred, to have, not- 
withstanding that paragraph, a capital loss from the plan 
for the year-equal to the aggregate of all amounts that are 
obtained by determining every amount that, but for this 
paragraph, would have been a capital loss of the trust 
from the plan for the year or any. subsequent taxation 
year and not to have a capital loss from the plan for any 
subsequent taxation year: 


Subsec. 104(5.1) added by 1984, c. 1, subsec. 45(2), ates after 
September 30,°1983. ° 


Forms: T1055: Summary of deemed realizations. 


(5.2) Rules for trusts — Where on a day deter- 


mined under subsection (4) in respect of a trust the 
trust owns a Canadian resource property or a foreign 
resource property, the following rules apply: 


(a) for the purpose of determining the amounts 
under subsection, 59(1), paragraph 59(3.2)(c), 
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_ subsections 66(4) and 66.2(1), the definition “cu- 
mulative Canadian development expense” in sub- 
section 66.2(5), subsection 66.4(1) and the defini- 
tion “cumulative Canadian oil and gas property 
expense” in subsection 66.4(5), the trust shall be 
déemedaszduz j 


(i) to have a taxation year (in this subsection 

referred to as the “old taxation year’’) that en- 
ded on that day and a new taxation year (in 
this subsection referred to as the “new taxa- 
tion year’) that commenced immediately after 
that day, and 


(ii) to have disposed, immediately before the 
end of the old taxation year, of each of its Ca- 
nadian resource properties and foreign re- 
source properties for proceeds that become re- 
ceivable at that time equal to its fair market 
value at that time and to have reacquired, at 
the beginning of the new taxation. year, each 
such property for an amount equal to that fair 
market value; and 


(b) for the particular taxation year of the trust that 
included that day, the trust shall 


(i) include in computing its income for the 
particular taxation year the amount, if any, de- 
termined under paragraph 59(3.2)(c) in re- 
spect of the old taxation year and the amount 
so included shall, for the purposes of the de- 
termination of B in the definition “cumulative 
Canadian development expense” in subsection 
66.2(5), be deemed to have been included in 
computing its income for a preceding taxation 
year, and 


(ii) deduct in computing its income for the 

. particular taxation year the amount, if any, de- 
termined under subsection 66(4) in respect of 
the old taxation year and the amount so de- 
ducted shall, for the purposes of. paragraph 
66(4)(a), be deemed to have been deducted for 
a preceding taxation year. 


Related Provisions: 104(5.3)— Election; 104(5.8) — Trust 
transfers; 104(6) — Deduction in computing income of trust; 
108(1) — “accumulating income”; 108(1) — “trust”; 108(6) — Va- 
riation of trusts. ~ 


Pre-RSC History: Subsec. 104(5.2) added by 1985, c. 45, subsec. 
50(3), applicable to taxation years of a trust commencing after 
1984. 


(5.3) Election — Where a trust files an election 
under this subsection in prescribed form with the 
Minister within 6 months after the end of a taxation 
year of the trust that includes a day before 1999 (in 
this subsection referred to as the “disposition day”) 
that would, but for this subsection, be determined in 
respect of the trust under paragraph (4)(a.1) in the 
case of a trust described in. that paragraph, or under 
paragraph (4)(b) in any other case, and there is an 
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exempt beneficiary under the trust on the disposition 
day, 


(a) for the purposes of subsections (4) to (5.2), 
paragraph (6)(b) and subsection 159(6.1), the day 
determined under paragraph (4)(a.1) or (b), as the 
case may be, in respect of the trust is deemed to 
be the earlier of 


(i) January 1, 1999, and 


(ii) the first day of the trust’s first taxation 
year that begins after the: first day after the 
disposition day throughout which there is no 
exempt beneficiary under the trust; 


(b) subsection 107(2) does not apply to a distribu- 
tion made by the trust during the period 


(i) beginning immediately after the disposition 
day, and 


(ii) ending at the end of.the first day after the 
disposition: day that is determined in respect 
of the trust under subsection (4) 


to any beneficiary (other than an individual who 
is an exempt beneficiary under the trust immedi- 
ately before the time of the distribution); 


(b.1). where the trust filed the form before March 
1995, paragraph (b) does not apply to -distribu- 
-tions made by the trust after February 1995; 


(c) subject to paragraph (d), paragraph (e) of the 
definition “disposition” in section 54 does not ap- 
ply to a transfer by the trust after the disposition 
day during the period 


(i) beginning immediately after the disposition 
day, and 


(ii) ending at the end of the first day after the 
disposition day that is determined in respect 
of the trust under subsection (4); and 


(d) where 


(1) property is transferred from the trust to an- 
other trust in circumstances to which para- 
graph (e) of the definition “disposition” in 
section 54 would, but for paragraph (c), apply, 


(ii) the other trust held no property immedi- 
ately before the transfer, and — 


(iii) the terms of the. trust immediately before 
the transfer are identical to the terms of the 
other trust immediately after the transfer, 


paragraph (e) of the definition “disposition” in 
section 54 applies to the transfer and the other 
trust shall be deemed to be the same trust as, and 
a continuation of, the trust. 
Related Provisions: 104(5.31)— Revocation of election; 
104(5.4) — Exempt beneficiary; 104(5.8)— Trust transfers; 
107(2) — Rollout of property to beneficiaries where election not 
available; 108(1)— “trust”; 110.6(12) Spousal trust deduction; 


, 220(3.2), Reg. 600(b) — Late filing or revocation. of election. 


History: The portion of subsec. 104(5.3) before para. (b) amended 
and para. (b.1) added by 1996, c. 21, subsecs. 18(3) and (4), appli- 
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cable ‘after February 11, 
merly read: 


1991. That portion before para. (b). for- 


(5.3) Election — Where a trust so elects in prescribed form 
filed with the Minister within 6 months after the end of a tax- 
ation year of the trust that includes a day (in this subsection 
referred to as the “disposition day”) that would, but for this 
subsection, be determined in respect of the trust under para- 
graph (4)(a.1) in the case of a trust described in that: para- 
graph, or under paragraph (4)(b) in any other case, and there 
is an exempt beneficiary under the trust on the disposition 
day, 


(a) for the purposes of subsections (4) to (5.2), paragraph 
(6)(b) and subsection 159(6.1), the day determined under 
paragraph (4)(a.1) or (b), as the case may be, in respect 
of the trust shall be deemed to be the first day of the first 
taxation year of the trust beginning after the first day af- 
ter the disposition day throughout which there is no ex- 
empt beneficiary under the trust; 


Subsec. 104(5.3) added by 1994, c. 7, Sch. VUI (1993, .c. 24), sub- 
sec. 42(3), applicable after February 11, 1991. 


Interpretation Bulletins: IT-381R3: Trusts — capital gains and 
losses and the flow-through of taxable capital gains to beneficiaries. 


Forms: T1015: Election by a trust to defer the deemed realization 
day. 


(5.31) Revocation of election — Where a trust 
that has filed an election under subsection (5.3) 
before July 1995 applies before 1997 to the Minister 
in writing for permission to revoke the election and 
the Minister grants permission to revoke the election, 


(a) the election is deemed, otherwise than for the 
purposes of this subsection, never to have been 
made; 


(b) the trust is not liable to any penalty under this 
Act to the extent that the liability would, but for 
this paragraph, have increased because of the rev- 
ocation of the election; and 


(c) notwithstanding subsections 152(4) to (5), 
such assessments of tax, interest and penalties 
under this Act shall be made as are necessary to 
take into account the consequences of the revoca- 
tion of the election. 


History: Subsec. 104(5.31) added by 1996, c. 21, subsec. 18(5), 
applicable on June 20, 1996. 


(5.4) Exempt beneficiary — For the purpose of 
subsection (5.3), an “exempt beneficiary” under a 
trust at a particular time 1s an individual who is alive 
and a beneficiary under the trust at the particular 
time, where 


(a) in the case of a trust that was created after 
February 11, 1991, the individual, or an individ- 
ual who, otherwise than because of subsection 
252(2), is the brother or sister of the individual, 
was alive at the earlier of 


(i) the time the trust was created, and 


(ii) the earliest of all times each of which is 
the time that another trust was created that, 
before the particular time and the end of the 
day that would, but for subsection (5.3), be 
determined in respect of the trust under para- 
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graph (4)(a.1) or (b), transferred property to 
the trust either 
(A) directly, or 
(B) indirectly through one or more.trusts, 
in circumstances in which subsection (5.8) ap- 
plies; and 
(b) the individual or the individual’s spouse or 
former spouse was 
(i) the designated Sontmbutans in respect of the 
‘trust, or 
(ii) a grandparent, parent, brother, sister, 
child, niece or nephew 


(A) of the designated contributor in respect 
of the trust, or. 


-(B) of the spouse or former spouse of the 
designated contributor in respect of the 
trust. 

Related Provisions: 104(5.5) — Beneficiary; 104(5.6) — Desig- 
nated contributor; 252(3), (4)(a) — Extended meaning of “spouse” 
and “former spouse”. 


History: Subsec. 104(5.4) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 42(3), applicable after February 11, 1991. 


(5.5) Beneficiary — For the purpose of subsection . 


(5.4), a beneficiary under a trust is an individual who 
is beneficially interested in the trust, except that an 
individual shall be deemed not to be a beneficiary 
under a trust at a particular time 


(a) where 


(i) the interests in the trust at the particular 
time of all individuals who would, if this Act 
were read without reference to this paragraph, 
be exempt beneficiaries under the trust are 
conditional on or subject to the exercise of a 
discretionary power by a person, 


(ii) by the exercise of (or the failure to exer- 
cise) such power under the terms of the trust 
after the particular time, all interests in the 
trust of 


(A) those individuals, and 

(B) other individuals who are children of 
deceased individuals who, if this Act were 
read without reference to this paragraph, 
would have been exempt beneficiaries 


under the trust at any time before the par- 
ticular time 


may terminate before the time at which the 
last of those individuals and the other individ- 
uals dies and without any of those individuals 
or the other individuals enjoying any benefit 
under the trust after the particular time, and 


(iii). the trust was created after February 11, 
1991 or subparagraph (ii) applies in respect of 
the trust because of a variation of the terms of 
the trust occurring after February 11, 1991; or 


(b) where it is reasonable to consider that one of 
the main purposes for the creation of the interest 
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of the individual in the trust was to defer the day 
determined under paragraph (4)(a.1) or (b) in re- 
‘spect of the trust. 

Related Provisions: 248(25) — Beneficially interested. 


History: Subsec. 104(5.5) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 42(3), applicable after February 11, 1991. 


(5.6) Designated contributor — For the purpose 
of subsection (5. 4), a designated contributor in re- 
spect of a trust is 


(a) where the trust is described in paragraph, 
(4)(a) or was, on December 20, 1991, a pre-1972 
spousal trust, the individual who created (or 
whose will created) the trust; 


(b) where paragraph (a) does not actly and the 
trust is a testamentary trust at the end of the taxa- 
tion year for which it makes an election under 
subsection (5.3), the individual as a consequence 
of whose death the trust was ‘created; and 


(c) in the case of any other trust, the individual 
who was, or who was related to, an individual 
beneficially interested in the trust and who is des- 
ignated by the trust in its election under subsec- 
tion (5.3) 


(1) where, at each time in the relevant period, 
the total amount of property transferred or 
loaned before that time by the designated indi- 
vidual (either directly or through another 
trust) to the trust 


(A). exceeded the total amount of property 
so transferred or loaned before that time by 
each other individual who was born before 
the designated. individual and who, at any 
time, was related to any individual benefi- 
cially interested in the trust, and 


(B) was not less than the total amount of 
property so transferred or loaned before 
that time by each other individual who was 
born after the designated individual and 
who, at any time, was related to any indi- 
vidual beneficially interested in the trust, 


(ii) where 


(A) no individual may be designated in re- 
spect of the trust because of subparagraph 
(i), 

(B) the designated individual transferred or 
loaned property (either directly or through 
another trust) to the trust at any time 
before the end of the relevant period, and 


(C) the designated. individual was born 
before all other individuals who 


(I) at any time were related to any indi- 
vidual beneficially interested in the 
trust or to any individual who trans- 
ferred or loaned property to the trust 
before the end of the relevant period, 
and . 


S. 104(5.7)(c) 


(ID) transferred. or loaned property (ei- 
ther directly or through another trust) to 
the trust at any time before the end of 
the relevant period, or 


(111) where throughout the relevant period the 
property of the trust consisted primarily of 


(A) shares of the capital stock of a 
corporation 


(I) controlled, on the day that the trust 
was created’or at the beginning of the 
relevant period, by the designated indi- 
vidual or by the designated individual 
and one or more other individuals born 
after, and related to, the designated in- 
dividual, or: 


(II) all or substantially all of the value 
of which throughout the relevant period 
derived from property transferred to the 
corporation by the designated individ- 
ual or by the designated individual and 
one or more other individuals born af- 
ter, and related to, the designated 
individual, 


(B) shares of the capital stock of a corpora- 
tion all or substantially all of the value of 
which, throughout the part of the relevant 
period throughout which the shares were 
held by the trust, derived from shares de- 
scribed in. clause (A), 


(C) property substituted for the shares de- 
scribed in clause (A) or (B), 


(D) property attributable to profits, gains 
or distributions in respect of property de- 
scribed in clause (A), (B) or (C), or 


(E) any combination of the properties de- 
scribed in clauses (A) to (D). 
Related Provisions: 104(5.7) — Designated contributor; 


248(5) — Substituted property; 248(9.1)— Trust created by tax- 
payer’s will. 


History: Subsec. 104(5, 56) added by 1994;c..7, Sch. VUI (1993, c. 
24), subsec. 42(3), applicable after February. 11,1991. 


(5.7) Idem — For the purposes of subsection (5.6), 


(a) the relevant period in respect of a trust is the 
period that. begins one year after the day on 
which the trust was created and ends at the end of 
the day that would, but for the election of the 
trust under subsection (5.3), be determined in re- 
spect of the trust under paragraph (4)(a.1) or (b), 
as the case may be; 


(b) 2 individuals shall be deemed to be related to 
each other where one of them is the aunt, great 
aunt, uncle or great uncle of the other individual; 


(c) an individual shall be deemed not to be a des- 
ignated contributor in respect of a trust where it is 
reasonable to consider that one of the main pur- 
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poses of a series of transactions or events that 
includes 


(i) an individual becoming a trustee in respect 
of trust property, or 


(ii) an acquisition of property or a borrowing 
by any individual 


was to defer the day determined under paragraph 
(4)(b) in respect of the trust; and 


(d) in determining whether all or substantially all 


of the value of shares of the capital stock of a | 


corporation is derived from other property, the 
other property shall be deemed to include prop- 
erty substituted for the other property and prop- 
erty attributable to profits, gains or distributions 
in respect of the other property and the substi- 
tuted property. 


Related Provisions: 248(5) — Substituted property. 


History: Subsec. 104(5.7) added by 1994, c. 7; Sch. VIII (1993, c. 
24), subsec. 42(3), applicable after February 11, 1991. 


(5.8) Trust transfers — Where capital property 
(other than excluded property), land included in in- 
ventory, Canadian resource property or foreign re- 
source property is transferred at a particular time by 
a trust (in this subsection referred to as the “trans- 
feror trust’) to another trust (in this subsection re- 
ferred to as the “transferee trust”) in circumstances 
in which paragraph (e) of the definition “disposition” 
in section 54 or subsection 107(2) applies, 


(a) for the purposes of applying subsections (4) to 
(5.2) after the particular time, 


(i) subject to paragraph (b), the first day (in 
this subsection referred to as the “disposition 
day’’) ending at or after the particular time de- 
termined under subsection (4) in respect of the 
transferee trust shall be deemed to be the ear- 
liest of 


(A) the first day ending at or after the par- 
ticular time that would be determined 
under subsection (4) in respect of the 
transferor trust without regard to the trans- 
fer and any transaction or event occurring 
after the particular time, 


(B) the first day ending at or after the par- 
ticular time that would otherwise be deter- 
mined under subsection (4) in respect of 
the transferee trust without regard to any 
transaction or event occurring after the 
particular time, 


(C) where the transferor trust is a trust that 
is described in paragraph (4)(a) or the defi- 
nition “pre-1972 spousal trust” in subsec- 
tion 108(1) and the spouse referred to in 
that paragraph or definition is alive at the 
particular time, the first day ending ‘at or 
after the particular time, and 
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(D) where 


(I) the disposition day would, but for 
the application of this subsection to the 
transfer, be determined under para- 
graph (5.3)(a) in respect of the. trans- 
feree trust, and 


(II) the particular time is after the day 
that would, but for subsection (5.3), be 
determined under paragraph (4)(b) in 
respect of the transferee trust, 


the first day ending at or after the particu- 
lar time, and 


(ii) where the disposition day determined in 
respect of the transferee trust under subpara- 
graph (i) is earlier than the. day referred: to in 
clause (1)(B) in respect of the transferee trust, 
subsections (4) to (5.2) donot apply to the 
transferee trust.on the day referred to in clause 
(i)(B) in respect-of the transferee trust; 


(b) where the transferor trust is a trust (in this 
paragraph referred to as an “eligible trust’) that is 
described in paragraph (4)(a) or the definition 
“pre-1972 spousal trust” in subsection 108(1) and 


the spouse referred to in that paragraph or defini- . 


tion is alive at the particular time, paragraph (a) 
does not apply in respect of the transfer where the 
transferee trust is an eligible trust; and 


(c) for the purposes of subsection (5.3), unless a 
day ending before the particular time has been 
determined under paragraph (4)(a.1) or (b) or 
would, but for subsection (5.3), have been so de- 
‘termined, a day determined under subparagraph 
(a)(i) shall be deemed to be a day determined 
under paragraph (4)(a.1) or (b), as the case may 
be, in respect of the transferee trust. 

History: Subsec. 104(5.8) added by 1994, c. 7, Sch. VIII (1993, c. 

24), subsec. 42(3), applicable to property transferred after February 


11, 1991 except that para. 104(5.8)(b) as it applies to property trans- 
ferred before December 21, 1991 shall be read as follows: 


(b) where the transferor trust or the transferee trust is a trust 
that is described in paragraph (4)(a) ‘or the definition “‘pre- 
1972 spousal trust” in subsection 108(1) and the spouse re- 
ferred to therein is alive at the particular time, paragraph (a) 
does not apply in respect of the transfer; and 


(6) Deduction in computing income of 
trust — For the purposes of this Part, there may be 
deducted in computing the income of a trust for a 
taxation year . 


(a) in the case of an employee trust, the amount 
by which the amount that would, but for this sub- 
section, be its income for the year exceeds the 
amount, if any, by which 


(1) the total of all amounts each of which is its 
income for the year from a business 


exceeds 


(11) the total of all amounts each of which is its 
loss for the year from a business; 


788 


7 es an wes I 


Subdiv.. k — Trusts and Beneficiaries 


(a1) in the case of a trust governed by an em- 
ployee benefit plan, such part of the amount:that 
would, but for this subsection; be its income. for 
‘the year as:was paid in the year to a beneficiary; 


(a.2) where the taxable i income of the trust for the 
- year is subject to tax under this Part because of 
paragraph 146(4)(c) or subsection 146.3(3.1), the 
part of the amount that,’ but for this subsection, 
would be the income.of the trust for the year that 
was paid in the year to a beneficiary;:and 


(b) in any other case; such amount’ as the trust 
claims not TRO the amount, if ia by 
which Ope 


ik such part of thie amount! that, but on 
(A) this subsection, 
(B) subsections. (5.1), (12), ae 107(4), 


(C) the application of subsections (4), (5) 
and (5.2) in respect of a day determined 
under paragraph (4)(a), and 
“'(D) subsection’ 12(10.2), except to the ex- 
tent that that subsection applies to amounts 
paid to a trust described’ in paragraph 
70(6.1)(b) and before the death of the 
spouse referred to in that paragraph, 


would be its income. for the year..as became 
payable in the year. to a beneficiary or was in- 
cluded under, subsection, 105(2). in computing 
the income of a beneficiary | 


exceeds 
(ii) where. the trust. 


(A) is described in paragraph (4)(a) and 
was created after December 20, 1991, or 


(B) would be described in paragraph (4)(a) 
if the reference therein to “at the-time it 
was created’ were read as “‘on 3 ag 
20, LOO Ted | 


and the spouse referred to in paragraph (4)(a) 
in respect of the trust is alive throughout the 
year, such part of the amount that, but for 


(C) this subsection, 
(D) subsections: (12): and 107(4), and 


(E) subsection 12(10.2), except to the ex- 
tent that that subsection applies’ to’ an 
amount paid to a trust described in para- 
graph 70(6.1)(b) and before the death of 
the spouse referred to in that paragraph, © 


would be its, income for the year as became 
payable in the year to a beneficiary (other than 
the spouse) or was included under subsection 
105(2) in computing the’ income of a benefici- 
ary (other than the spouse) and 

(iii) where the trust is described in paragraph 
(4)(a) and the spouse referred to in paragraph 
(4)(a) in respect of the trust died’ on a day'in 
the year, the part of the amount that, but for 


(A) this subsection, and 


S. 104(6) 


(B) subsections (12).and: 107(4) , 


would be the part of its income for the year 
that became payable in the year to a benefici- 
ary (other than the spouse) and as is attributa- 
ble to one or more dispositions by the trust 
before the end of that day of capital properties 

“(other than excluded properties), land de- 
scribed i in an inventory of the trust, Canadian 

“resource properties or foreign resource 
properties. 


Related Provisions: 4(3)(b) — Whether deductions under 104(6) 
are applicable to.a particular source; 104(5.3) — Election by trust to 
postpone deemed disposition; 104(7) — Non-resident beneficiary; 
104(7.1) — Deduction denied — capital interest greater than in- 
come interest; 104(10) — Property owned for non-resident; 
104(13) — Income inclusion to beneficiary; 104(13.1), (13:2) — 
Designation of income distributed to beneficiary; 104(18) — Trust 
for minor; 104(24)— Whether amount. payable; 104(29) — 
Amounts deemed to be payable to beneficiaries; 107.1 — Distribu- 
tion by employee trust or benefit plan; 108(5) —- Restriction on de- 
duction for beneficiary; 138.1(1) — Rules re segregated funds; 
149.1(12).——Rules —. charities; 210.2 — Tax on/income of trust. 


History: Para. 104(6)(a.2) added by 1998, c. 19, subsee, -127(2), 
applicable to 1996 et seq. 


Subpara. 104(6)(b)(ii) added ae 1996, c. 21, subsec. 18(6), applica- 
ble to trust taxation years that end after July. 19, 1995; 


Para. 104(6)(b) amended by 1994, c. 7, Sch, VII (1993, c, 24), -sub- 
sec. 42(4), applicable to 1991 e¢ seq., except that for taxation years 
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of trusts ending after 1990 and before December 21, 1991, the para. 
shall be read as follows: 


(b) in any other case, such amount as the trust claims not ex- 
ceeding such part of the amount that, but for 


(i) this subsection, 
(ii) subsections (5.1) and (12), 


(iii) subsections (4), (5) and (5.2) and 107(4), where the 
trust is a trust described in paragraph (4)(a),. and 


(iv) subsection 12(10.2), except to the extent that that 
subsection applies to amounts paid to a trust described in 
paragraph 70(6.1)(b) and before the death of the spouse 
referred to in that paragraph, 


would’ be its income for the year as became payable. in the 
year to a beneficiary or was included under subsection 105(2) 
in computing the income of a beneficiary. 


Para. 104(6)(b) formerly read: 


(b) in any other case, such amount as the trust may claim not 
exceeding such part of the amount that, but for this. subsec- 
tion, subsection (12) and, where the trust is a trust described 
in paragraph (4)(a), subsections (4), (5), (5.2) and 107(4), 
would be its income for the year as became payable in the 
year to a beneficiary or was included in computing the: in- 
come of a beneficiary for the year by reason of subsection 
105(2). 


Pre-RSC History: Para. 104(6)(b) substituted by 1988, c. D5; 
subsec. 71(2), applicable to taxation years of trusts commencing af- 
ter 1987. Para. 104(6)(b) formerly read: 


(b) in any other case, such part of the amount that would, but 
for this subsection, subsection (12) and, where the trust is a 
trust described in paragraph (4)(a), subsections (4), (5) and 
107(4), be its income for the year as was payable in the year 
to a beneficiary or was included in computing the income of a 
beneficiary for the year by virtue of subsection 105(2). 


Para. 104(6)(b) amended by 1986, c. 6, subsec. 51(2), applicable to 
1986 et seqg., to substitute “subsections (4), (5) and 107(4)” for 
“subsections (4), (5), (5.1) and 107(4)”. 


Para. 104(6)(b) substituted by 1984, c. 1, subsec. 45(3), to add 
“(5.1)”, applicable after September 30, 1983. 


Paras. 104(6)(a.1) added, (b) substituted by 1980-81-82-83, c. 140, 
subsec. 60(2), para. (a.1) applicable to 1981 et seq., para. 104(6)(b) 
applicable by 1984, c. 45, s. 101 (deemed in force March 30, 1983), 
with respect to dispositions occurring after November 12, 1981 
other than dispositions by a trust created before November 13, 1981 
to a person referred to in any of subparagraphs 110(1)(a)(j) to (vii) 
or to Her Majesty in right of Canada or a province. Para. 104(6)(b) 
formerly read: 


(b) in any other case, such part of the amount that would, but 
for this subsection and subsection (12), be its income for the 
year as was payable in the year to a beneficiary or was in- 
cluded in computing the income of a beneficiary for the year 
by virtue of subsection 105(2). 


Subsec. 104(6) substituted by 1980-81-82-83, c. 48, subsec. 54(1), 
applicable to 1980 et seg. Subsec. 104(6) formerly read: 


(6) For the purposes of ‘this Part, there may be deducted in 
computing the income of a trust for a taxation year such part 
of the amount that would, but for this subsection and subsec- 
tion (12), be its income for the year as was payable in the 
year to a beneficiary or was included in computing the in- 
come of a beneficiary for the year by virtue of subsection 
105(2). : 


Subsec. 104(6) substituted by 1973-74, c. 14, subsec. 31(2), applica- 
ble to 1972 et seq. 


Selected Cases [subsec. 104(6)]: Langer Family: Trust v. 
MNR, [1992] 1 C.T.C. 2119 (TCC); appealed to FCTD (April 16, 
1992), File T-907-92 (No deduction where income not “paid in the 
year to the person”); Brown v. The Queen, [1979] C.T.C. 476 
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(FCTD) (Taxpayer required to include income received even though 
estate not claiming deduction). 

Interpretation Bulletins: IT-85R2: Health and welfare trusts for 
employees; IT-286R2: Trusts — amount payable; IT-342R: 
Trusts — income payable to beneficiaries; IT-381R3: Trusts — cap- 
ital gains and losses and the flow-through of taxable capital gains to 
beneficiaries; IT-465R — Non-resident beneficiaries of trusts; [T- 
493: Agency cooperative corporations; IT-SOOR: RRSPs — death of 
annuitant; IT-502: Employee benefit plans and employee trusts. 
1.T. Technical News: No. 11 (payments made by a trust for the 
benefit of a minor beneficiary). 

Advance Tax Ruling: ATR-65: Reduction to management fees 
for large investments in a mutual fund. 


(7) Non-resident beneficiary — No deduction 
may be made under subsection (6) in computing the 
income for a taxation year of a trust in respect of 
such part of an amount that would otherwise be its 
income for the year as became payable in the year to 
a beneficiary who was, at any time in the year, a des- 
ignated beneficiary of the trust (as that expression 
applies for the purposes ‘of section 210.3) unless, 
throughout the year, the trust was resident in Canada. 
Related Provisions: 104(24)— Whether amount payable; 
212(1)(c) — Withholding tax .on payment to non-resident 
beneficiary. 

Pre-RSC. History: Subsec. 104(7). substituted by 1988, c. 55, 


subsec. 71(3), applicable to taxation years of trusts commencing af- 
ter 1987. Subsec. 104(7) formerly read: ; 


(7) Non-resident beneficiary — No deduction may be made 
under subsection (6)'in computing the income for a taxation 
year of a trust in respect of such part of an amount that would 
otherwise be its income for the year as was payable in the 
year to a person who, at the time such part of that amount 
became so payable, was not resident in Canada, unless, at that 
time, the trust was resident in Canada. 


Interpretation Bulletins: IT-393R2: Election re tax on rents and 
timber royalties — non-residents. 


(7.1) Capital interest greater than income in- 
terest — Where it is reasonable to consider that one 
of the main purposes for the existence of any term, 
condition, right or other attribute of an interest in a 
trust (other than a personal trust) is to give a benefi- 
Clary a percentage interest in the property of the trust 
that is greater than the beneficiary’s percentage in- 
terest in the income of the trust, no amount may be 
deducted under paragraph (6)(b) in computing the 
income of the trust. 


Related Provisions: 104(7.2) — Anti-avoidance rule. 


Pre-RSC History: Subsec. 104(7.1) amended by 1988, c. 55, 
subsec. 71(3), to substitute “(other than a personal trust)” for “(other 
than a testamentary trust or a trust no beneficial interest in which 
was acquired for consideration payable directly or indirectly to the 
trust or to any person who has made a contribution to the trust by 
way of transfer, assignment or other disposition of property)”, appli- 
cable to the 1986 and subsequent taxation years of a trust, other than 
a trust. created before November 27, 1985 in which no. beneficial 
interest is issued after 5:00 p.m. Eastern Standard Time on Novem- 
ber 26, 1985 (unless the trust is issued on account of a distribution 
of the income of the trust in accordance with the terms of the trust 
in effect.on. November 26, 1985). 

Subsec. 104(7.1) added by 1986, c. 55, subsec. 28(1), applicable to 
the 1986 and subsequent taxation years of a trust, other than a trust 
created before November 27, 1985, in which no beneficial interest 
is issued after 5:00 p.m. Eastern Standard Time on November 26, 
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1985 (unless the interest is issued on account of a distribution of the 
income of the trust in accordance with the terms of the trust in effect 
on November 26, 1985). ‘ 


Interpretation Bulletins: IT-381R3: Trusts — capital gains and 
losses and the flow-through of taxable capital gains to beneficiaries. 


Advance Tax Ruling: ATR-65: Reduction to management fees 
for large investments in a mutual fund. 


(7.2) Avoidance of subsec. (7.1) — Notwith- 
standing any other provision of this Act, where 


(a) a taxpayer has acquired a right to or to acquire 
an interest in a trust, or a right to or to acquire a 
property of a trust, and 


(b) it is reasonable to consider that one of the 
main purposes of the acquisition was to avoid the 
application of subsection’ (7.1) in respect of the 
trust, 


on a disposition of the right (other than. pursuant to 
the exercise thereof), the interest or the property, 
there shall be included in computing the income of 
the taxpayer for the taxation year in which the dispo- 
sition occurs the amount, if any, by which 


(c) the proceeds of disposition of the right, inter- 
est or property, as the case may be, 


exceed 


(d) the cost amount to the taxpayer of the right, 
interest or property, as the case may be. 


Pre-RSC History: Subsec. 104(7.2) added by 1986, c. 55, subsec. 
28(1). 


(8) [Repealed under former Act] 


Pre-RSC History: Subsec: 104(8) repealed by 1988, c. 55, subsec. 
71(4), applicable to 1988 et seg. (See Part _XI.2.):Subsec. 104(8) 
formerly read: 


(8) Limitation on deduction — Notwithstanding subsection 
(6), where an amount in respect of the income for a taxation 
year of a trust (other than a mutual fund trust) is payable to a 
beneficiary (in this section referred to as a “designated bene- 
ficiary”) under the trust who, at the time the amount became 
so payable, was 


(a) a non-resident person, 
(b) a non-resident-owned investment corporation, or 
(c) a trust resident in Canada, other than 

(i) a trust referred to in subsection 149(1), or 


(ii) a trust all-of the beneficiaries under which, 
throughout the period beginning on May 6, 1974 and 
ending at the time the amount became so payable, 
were resident in Canada, 


the amount deductible under subsection (6) shall not exceed 
the amount, if any, by which 


(d) the aggregate of all amounts each of which is 


(i) such part of the amount that would be. the income 
of the trust for the taxation year if no deduction were 
made under subsection (6), (12) or 20(16) or under 
regulations made under paragraph 20(1)(a) as is pay- 
able in the taxation year to a beneficiary under the 
trust, or 


(ii) an amount paid by the trust in the taxation year to 


exceeds 


S. 104(8) 


the aggregate of 


(e) where the trust is a trust described in paragraph (4)(a), 


that 


proportion, of the amount, if any; by which 


(1) the amount included in computing the income of 
the trust for the taxation year by virtue of a deemed 
disposition after November 12, 1981 under subsec- 
tion (4), (5) or 107(4) 


exceeds 


that 


(ii) the amount, if any, by which 


(A) the amount that would be the income of the 
trust for the taxation year if no deduction were 
made under subsection (6), (12) or 20(16) or 
under regulations made under paragraph 20(1)(a) 


exceeds 
(B) the aggregate of all amounts each’ of which is 


(1) such part of the amount that would be the 
income of the trust for the taxation year if no 
deduction were made under subsection (6), 
(12) or 20(16) or ‘under regulations made 
under paragraph 20(1)(a) as is payable in the 
year to a beneficiary under the trust, 


(II) an amount in respect of the accumulat- 
ing income of the trust for the taxation year 
that.is included in computing the income of 
a preferred beneficiary under the trust by 
virtue of subsection (14), or 


(II1) an amount paid by the trust in the taxa- 
tion year to the extent it was included in 
computing the income of a beneficiary. under 
the trust by virtue of subsection 105(2), 


(ili), the amount. determined under subclause 


(i)(B)(1) 


is of 


(iv) the amount determined under clause (ii)(B), and 


(f) that proportion of the amount, if any, by which 


(i) the designated income. of the trust for the taxation 
year (other than-any designated income that arose by 
virtue of a deemed disposition after November 12, 
1981 under subsection (4), (5) or 107(4). where the 
trust is a trust described in paragraph (4)(a), or any 
designated income that arose by virtue of a disposi- 


“tion before November 13, 1981 where the trust is a 
» testamentary trust) 


exceeds 


that 


(ii) the amount, if any, by which 
(A) the amount determined under subparagraph 
(e)(i1) 

exceeds 


(B) the amount determined under subparagraph 


(e)(i) 


(iii) the aggregate of amounts each of which is such 
part of the amount that would be income of the trust 
for the taxation year if no deduction were made 
under subsection (6), (12) or 20(16) or under regula- 
tions made under paragraph 20(1)(a) as is payable in 
the year to a designated beneficiary under the trust 


is of 


(iv) the amount determined under clause (e)(ii)(B). 


the extent it was included in computing the income 
of a beneficiary under the trust by virtue of subsec- 
tion 105(2) 
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51(3), (4), applicable to 1986 et seq., to substitute “subsection (4), 
(5) or 107(4)” for “subsection (4), (5) or (5.1) or 107(4)” in both 
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paras. and to substitute “trust described in paragraph (4)(a)” for 
“trust described in paragraph (4)(a). of this section” in para. (f)(1). 
Subsec. 104(8) substituted by 1984, c. 1, subsec. 45(4), applicable 
after November 12, 1981, except that in respect of a testamentary 
trust it is applicable only to taxation years commencing after No- 
vember 12, 1981. Subsec. 104(8) formerly read: 


that would, but for this subsection, be in- 
cluded in computing the income: of a pre- 
ferred beneficiary under the trust by virtue 
of subsection (14), or 


(IIL) an amount paid by the trust in the:taxa- 


tion year to the extent it was included in. 


(8) Limitation on deduction — Notwithstanding subsection 
(6), where 


(a) an amount is included in computing the income for a 
taxation year of a trust described in paragraph (4)(a) by 
virtue of a deemed disposition after November 12, 1981 
under subsection (4) or (5) or 107(4) and the trust and a 
preferred beneficiary have made an election under sub- 
section (14) in respect of the year, or 


(b) an amount in respect of the income for a taxation year 

of a trust (other than a mutual fund trust) is payable to a 
beneficiary (in this section referred to as a “designated 
beneficiary”) under the trust who, at the time the amount 
became so payable, was 


(i) a non-resident person, 
(ii) a non-resident-owned investment corporation, or 
(iii) a trust resident in Canada other than 

(A) a trust referred to in subsection 149(1), or 


(B) a trust all of the beneficiaries under which, 
throughout the period commencing on May 6, 
1974 and ending at the time the amount became 
so payable, were resident in Canada, 


the amount deductible under subsection (6) shall not exceed 
the amount, if any, by which 


(c) the aggregate of all amounts each of which is 


(i) such part of the amount that would be the income 
of the trust for the taxation year if no deduction were 
made under subsection (6), (12) or 20(16) or under 
regulations made under paragraph 20(1)(a) as would, 
but for this subsection, be payable in the taxation 
year to a beneficiary under the trust, or 


(11) an amount paid by the trust in the taxation year to 
the extent it was included in computing the income 
of a beneficiary under the trust by virtue of subsec- 
‘tion 105(2) 


exceeds the aggregate of 


| (d) where the trust is a trust described in paragraph (4)(a), 
that proportion of the amount, if any, by which 


(1) the amount included in computing the income of 
the trust for the taxation year by virtue of a deemed 
disposition after November 12, 1981 under subsec- 
tion (4) or (5) or 107(4) 


exceeds 
(ii) the amount, if any, by which 


(A) the amount that would be the income of the 
trust for the taxation year if no deduction were 
made under subsection (6), (12) or 20(16) or 
under regulations made under paragraph:20(1)(a) 


exceeds 
(B) the aggregate of all amounts each of which is 


(I) such part of the amount that would be the 
income of the trust for the taxation year if no 
deduction were made under subsection (6), 
(12) or 20(16) or under regulations made 
under paragraph 20(1)(a) as would, but for 
this subsection, be payable in the year to a 
beneficiary under the. trust, 


(II) an amount in respect of the accumulat- 
ing income of the trust for the taxation year 


Subsec. 104(8) substituted, by 1980-81-82-83, c. 140, subsec. 60(3), 
applicable after November 12, 1981 except where subsec. 60(3) is 
applicable to a testamentary trust it shall only be applicable for taxa- 
tion years commencing after November 12, 1981. Subsec. 104(8) 


computing the income of a beneficiary under 
the trust by virtue of subsection 105(2), 
that aif FIR 
(ii1) the amount determined under’ subclause 
(1i)(B)() 
is of ; 
(iv) the amount determined under: clause’ (ii)(B), and 
. (e) that proportion of the amount, if any, by which 
(i) the designated income of the trust for the taxation 
year (other than any designated income that arose by 
virtue of a deemed disposition after November. 12, 
1981 under subsection (4) or (5) or 107(4) where the 
trust is a trust described in paragraph (4)(a) of this 
section; or any designated income. that-arose by: vir- 
tue. of a disposition before. November: 13, 1981, 
. where the trust is a testamentary. trust) 
exceeds: uOK 
(i). the amount, if any, by which . 
(A) the amount determined under subparagraph 
(d)(ii) 
exceeds 
(B) the amount determined under subparagraph 
(d)(i) | 
that 


(111) the aggregate of amounts each of which is such 


part of the amount that would be the income of the 
trust for the taxation year if no deduction were made 


under subsection (6),.(12) or 20(16) or under regula’ 


tions made under paragraph 20(1)(a) as would, but 
for this subsection, be payable in the year toa desig- 
nated beneficiary under the trust 


is of 


(iv) the amount determined under clause (d)Gi)(B). 


formerly read: 
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(8) Notwithstanding subsection (6), where. an amount in re- 
spect of the income for a taxation year of an inter vivos trust 
(other than a mutual fund trust) is payable to a beneficiary 
under the trust who, at the time the amount became so paya- 
ble, was 


(a) a non-resident person, . 
(b) a non-resident-owned investment corporation, or 3 
(c) a trust resident in Canada other than 

(i) a testamentary trust, or 


(ii) a, trust all of the beneficiaries under which, 
throughout the period commencing on May 6, 1974 
and ending at the time the amount became so paya- 
ble, were resident in Canada, 


(in this section referred to as a “designated beneficiary”), the 
amount deductible under subsection (6) shall not exceed the 
amount, if any, by which 


(d) the aggregate of all amounts each of which is 


(i):such part of the amount that would be the income 
of the trust for the taxation year if no deduction were 


eee 
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made under subsection (6), (12) or 20(16) or under 
regulations made under paragraph 20(1)(a) as would, 
but for this subsection, be payable in the taxation 
year to a beneficiary under the trust, or 


(11) an amount paid by the trust in the taxation year to 
the extent it was included in computing the income 
of a beneficiary under the trust by virtue of subsec- 
tion 105(2) 


exceeds 
(e) that proportion of the amount, if any, by which 


' (1) the designated income of the trust for the taxation 
year 


exceeds 
(ii) the amount by which 


(A) the amount that would be the income of the 
trust for the taxation year if no deduction were 
made under subsection (6), (12) or 20(16) or 
under regulations made under paragraph 20(1)(a) 


exceeds ' 
(B) the aggregate of amounts each of which is 


(1) such part of the amount that would be the 
income of the trust for the taxation year if no 
deduction were made under subsection (6), 
(12) or 20(16) or under regulations made 
under paragraph 20(1)(a) as would, but for 
this subsection, be payable in the year to a 
beneficiary under the trust, 


(II) an amount in respect of the accumulat- 
ing income of the trust for the taxation year 
that would, but. for this subsection, be in- 
cluded in computing the income of a pre- 
ferred beneficiary under the trust by virtue 
of subsection (14), or 


(111) an amount paid by the trust in the taxa- 
tion year to the: extent it was included in 
computing the income of a beneficiary under 
the trust by virtue of subsection 105(2), 


that 


(iii) the aggregate of amounts each of which is such 
part of the amount that would be the income of the 
trust for the taxation year if no deduction were made 
under subsection (6), (12) or 20(16) or under regula- 
tions made under paragraph 20(1)(a) as would, but 
for this subsection, be payable in the year to a desig- 
nated beneficiary under the trust 


is of 
(iv) the amount determined under clause (i1)(B). 


Subpara. 104(8)(d)(1) substituted by 1977-78, c. 32, s. 24, applicable 
to taxation years commencing after May 25, 1976 and ending after 
March 31, 1977. 


Subpara. 104(8)(d)(i), all that portion of para. 104(8)(e) following 
subpara. (i) and preceding subpara. (iv) substituted by 1977-78, c. 1, 
subsecs. 49(2), (3), applicable to taxation years commencing after 
May 25, 1976 and ending after March 31, 1977, to add references to 
subsec. 20(16). ; 


Subsec. 104(8) substituted by 1976-77, c. 4, subsec. 40(2), applica- 
ble to 1976 et seg. Subsec. 104(8) formerly read: 


(8) Notwithstanding subsection (6), where an amount in re- 
spect of the income for a taxation year of an inter vivos trust 
(other than a mutual fund trust) is payable to a beneficiary 
under the trust who, at the time the amount became so paya- 
ble, was 


(a) a non-resident person, 
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(b) a non-resident-owned investment corporation, or 
(c) a trust resident in Canada other than 
(i) a testamentary trust, or 


(ii) a trust all of the beneficiaries under which, 
throughout the period commencing on May 6, 1974 
and ending at the time the amount became so paya- 
ble, were resident in Canada, 


(in this section referred to as a “designated beneficiary”), the 
amount deductible under subsection (6) shall not exceed the 
amount, if any, by which 


(d) the aggregate of all amounts each of which is 


(i) such part of the amount that would be the income 
of the trust for the taxation year if no deduction were 
made under subsection (6) or (12) or under regula- 
tions made under paragraph 20(1)(a) as would, but 
for this subsection, be payable in the year to a benefi- 
ciary under the trust, 


(11) an amount in respect of the accumulating income 
of the trust for the year that was included in comput- 
ing the income of a preferred beneficiary under the 
trust by virtue of subsection (14), or 


(411) an amount paid by the trust in the year to the 
extent it was included in computing the income of a 
beneficiary under the trust by virtue of subsection 
105(2) . 


exceeds 
(e) that proportion of the amount, if any, by which 
(i) the designated income of the trust for the year 
exceeds 


(ii) the amount that would be the income of the trust 
for the taxation year if no deduction were made 
under subsection (6) or (12) or. under regulations 
made under paragraph 20(1)(a), minus the amount 
determined under paragraph (d), 


that 


(ii) the aggregate of amounts each of which is an 
amount in respect of the income of the trust for the 
year that would, but for this subsection, be payable in 
the year to a designated beneficiary 

is of 


(iv) the amount. determined under paragraph (d). 


Subsec. 104(8) substituted by 1974-75-76, c. 26, subsec..65(1), ap- 
plicable to 1974 et seg. Subsec. 104(8) formerly read: 


(8) No deduction may be made under subsection (6) in com- 
puting the income for a taxation year of an inter vivos trust 
that had income for the year from a business carried on by it 
in Canada, in respect of such part of an amount that would, 
but for subsections (6) and (12), be its income for the year as 
was payable in the year to a person who, at the time the 
amount became so payable, was 


(a) a non-resident person; 
(b) a non-resident-owned investment corporation; or 
(c) a trust resident in Canada other than 

(i) a testamentary trust, or 


(ii) a trust that throughout the period commencing on 
April 26, 1965 and ending at the time the amount be- 
came so payable, was a beneficiary under the trust by 

' whom the amount became so payable, which latter- 
mentioned trust was throughout such period carrying 
on a business in Canada. 


(9) [Repealed under former Act] 


S. 104(9) 


Pre-RSC History: Subsec. 104(9) repealed by 1974-75-76, c. 26, 

subsec. 65(1), applicable to. 1974 et seg. Subsec. 104(9) formerly 

read: 
(9) Idem — No deduction may be made under subsection (6) 
in computing the income for a taxation year of a trust other 
than a mutual fund trust, in respect of any amount that is 
deemed by subsection (21) to be a taxable capital gain for the 
year of a non-resident person or of a non-resident-owned in- 
vestment corporation from the disposition of capital property. 


(10) Where property owned for non-re- 
sidents — Where all the property of a trust is 
owned by the trustee for the benefit of non-resident 
persons or their unborn issue, in addition to the 
amount that may be deducted under subsection (6), 
there may be deducted, in computing the income of 
the trust for a taxation year for the purposes of this 
Part, such part of the dividends and interest received 
by the trust in a year from a non-resident-owned in- 
vestment corporation as are not deductible under that 
subsection in computing the income of the trust for 
the year. 


Related Provisions: 104(11) — Dividend received from non-res- 
ident-owned investment corporation; 212(9) — Exemptions from 
withholding tax. . 


(11) Dividend received from non-resident- 
owned investment corporation — Where any 
part of the dividends received in a taxation year by a 
trust described in subsection (10) from a non-resi- 
dent-owned investment corporation are deductible 
under that subsection in computing the income of the 
trust for the year, for the purposes of Part XIII the 
trust shall be deemed to have paid to a non-resident 
person on the last day of the year an amount equal to 
that part, as income of the non-resident person from 
the trust. 


Related Provisions: 212(1)(c) — Estate or trust income; 
212(9) — Exemptions from non-resident withholding tax. 


(12) Deduction of amounts included in 
preferred beneficiaries’ incomes — There may 
be deducted in computing the income of a trust for a 
taxation year the lesser of 


(a) the total of all amounts designated under sub- 
section (14) by the trust in respect of the year, 
and . 


(b) the accumulating income of the trust for the 
year. 


Related Provisions: 4(3)(b)— Whether deductions under 
104(12) are applicable to a particular source; 104(6) — Deduction 
in computing trust income; 104(13) — Income payable to benefici- 
ary; 108(1) — Accumulating income defined; *108(5) — Restriction 
on deduction for beneficiary; 149.1(12) — Rules — charities. 


History: Subsec. 104(12) amended by 1996,.c..21, subsec. 18(7), 
applicable to trust taxation years that begin after 1995. The subsec. 
formerly read: 


(12)-Deduction of part of accumulating income included 
in preferred beneficiary’s income — For the purposes of 
this Part, there may be deducted in computing the income of a 
trust for a taxation year such part of its accumulating income 
for the year as was required by subsection (14) to be included 
in computing the income ofa preferred beneficiary. 
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Interpretation Bulletins: IT-381R3: Trusts — capital gains and 
losses and the flow-through of taxable capital gains to beneficiaries; 
IT-394R: Preferred beneficiary election; IT-465R: Non-resident 
beneficiaries of trusts; IT-SOOR: RRSPs — death of an annuitant. 


Advance Tax Ruling: ATR-34: Preferred beneficiary’s election. 


(13) Income of beneficiary — There shall be in- 
cluded in computing the income for a taxation year 
of a beneficiary under a trust such of the following 
amounts as are applicable: 


(a) in the case of a trust (other than a trust re- 
ferred to in paragraph (a) of the definition “trust” 
in subsection 108(1)) that was resident in Canada 
throughout its particular taxation year that ended 
in the year, such part of the amount that, but for 

' subsections. (6) and (12), would be the trust’s in- 
come for the particular year as became payable in 
the particular year to the beneficiary; 


(b) in the case of a trust governed by an employee 
benefit plan to which the beneficiary has contrib- 
uted as an employer, such part of the amount that, 
but for subsections (6) and (12), would be the in- 
come of the trust for its particular taxation year 
that ended in the year as was paid in the particu- 
lar year to the beneficiary; and 


(c) in the case of a trust (other than a trust re- . 
ferred to in paragraph (a) or paragraph (a) of the 
definition “trust” in subsection 108(1)), all 
amounts that became payable in the year by the 
trust to the beneficiary in respect of the benefici- 
ary’s interest in the trust, otherwise than 


(i) as proceeds of disposition of the benefici- 
ary’s interest or part thereof, or 


(ai) an amount paid as a distribution of capital 
by a personal trust. 

Related Provisions: 6(1)(h) —Income from employee trust; 
12(1)(m) — Income inclusion — benefits from trusts; 
53(2)(h)(G.1) — Reduction of adjusted cost base of beneficiary’s in- 
terest; 104(13.1), (13.2) — Designation of distributed income by 
trust; 104(18) — Trust for minor; 104(19) — Portion of taxable diy- 
idends deemed received by beneficiary; 104(21) — Portion of taxa- 
ble capital gains deemed gain of beneficiary; 104(22)(22.4) — 
Foreign tax.credit allocation to beneficiary; 104(24) — Whether 
amount payable; 104(27) — Pension benefits; 104(29) — Amounts 
deemed to be payable; 104(31) — Amounts deemed payable to ben- 
eficiaries; 106(1) — Income interest in trust; 107.1 — Distribution 
by employee trust or benefit plan; 107.3(4)—- No application to 
qualifying. environmental trusts; _108(5) — Interpretation; 
146(8,1) — RRSP —deemed receipt of refund of premiums; 
210.2 — Tax on income of trust; 212(1)(c) — Non-tesident with- 
holding tax; 214(3)(f) — Non-resident withholding tax — deemed 
payments. 


Pre-RSC History: Subsec. 104(13) substituted by 1988, c. 55, 
subsec. 71(5), applicable with respect to amounts that become paya- 
ble in taxation years of trusts commencing after 1987. Subsec. 
104(13) formerly read: oe 3 


(13) Income payable to beneficiary — Such part of the 
amount that would be the income of a trust for a taxation year 
if no.deduction were made under subsection (6), (12) or 
20(16) or under regulations made under paragraph 20(1)(a) 


(a) as was paid in the year to a person who has contrib- 
uted to the plan as an employer, shall, in the case of a 
trust governed by an employee benefit plan, be included 
in computing the income of that person; and 
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(b) as was payable in the year to a beneficiary*shall, in 
any case other than that of a trust governed by an em-; 

ployee benefit plan, be included in computing the income 

of the person to whom it so became payable whether or 

not it was paid to him in that year and shall not be in- 

cluded in computing his income for a subsequent es in 

which it was paid. 


Para. 104(13)(b) substituted by 1984, c. 1, subsec. 45(5), to substi- 
tute “im any case other than that of a trust governed by an employee 
benefit plan” for-‘in any other case”, applicable to 1980 et seq. 


Subsec. 104(13) substituted by 1980-81-82-83, c: 140, subsec. 
60(4), applicable to 1980 et seq. Subsec. 140(13) formerly read: 


(13) Such part of the amount that would be the income: of.a 
trust (other than a trust governed by an employee benefit 
plan) for a taxation year if no deduction were made under 
subsection (6), (12):or 20(16), or under regulations made 
under paragraph 20(1)(a) as was payable in the year to a ben- 
eficiary shall be included in computing the income of the per- 
son to whom it so became payable whether or not it was paid 
to him in that year and shall not be included in computing his 
income for-a subsequent year in which it was paid. 


Subsec. 104(13) substituted by 1980-81-82-83, c. 48, subsec. 54(2), 
to add “(other than. a trust governed by an. employee. benefit plan)”, 
applicable to 1980 et seq. 


Subsec. 104(13) substituted by 1977- J85 G2 45 saben 49(4), applica- 
ble to taxation years commencing after May 25, 1976 and ending 
after March 1977, to add reference to subsec. 20(16). 


Selected Cases [subsec. 104(13)]: Brown v. The Queen, 
[1979] C.T.C. 476 (FCTD) (Taxpayer'required to include income 
received even though estate not claiming deduction). 


Interpretation Bulletins: IT-75R3: Scholarships, fellowships, 
bursaries, prizes, and research. grants; IT-201R2:. Foreign. tax 
credit — trust and beneficiaries; IT-243R4: Dividend refund to pri- 
vate corporations; IT-286R2: Trusts — amount payable; IT-342R: 
Trusts — income payable to beneficiaries; IT-381R3: Trusts —cap- 
ital gains and losses and the flow-through of taxable capital gains to 
beneficiaries; [T-385R2: Disposition ofan income interest,in a trust; 
IT-465R: (T- RRS 
death ofan annuitant; [T-502: Employee benefit plans and em- 
ployee trusts; IT-524: ‘Trusts — flow-through of taxable dividends 
to,a beneficiary — after 1987. 


1.T. Technical News: No. 11 (payments made by a trust for the 
benefit of a minor beneficiary). 


(13.1) Amounts deemed not paid — Where a 


trust, in its return of income under this Part for a tax- 


ation year throughout which it was resident in Can- 
ada and not exempt from tax under Part I by reason 
of subsection 149(1), designates an amount in re- 
spect of a beneficiary under the trust, not exceeding 
the amount determined by the formula 


a Sir ech 5 P= 
B 


where 
A is the beneficiary’s share of the: income of the 


trust for the year computed without reference to 


this Act, 


Bis the total of all amounts each of which is a ben- 
eficiary’s share of the income of the trust for the 
year. computed without reference to this Act, 


Cis the total of all amounts each of which is an 
amount that; but for this subsection or subsection 
(13.2), would: be included in computing the in- 


S. 104(13.2)(a) 


come of a beneficiary under the trust by reason of 
subsection (13) or: 105(2) for the year, 


D. is the amount deducted under subsection (6) in 
computing the income of the: trust aoe the year, 
and: 7 


E is equal to the amount determined by the trust bor 

» the year and used as. the value of C for the pur- 

poses of the formula-in subsection (13. i or, te; no 
amount is so determined, nil, 


the amount so designated shall be deemed, for the 
purposes of subsections (13) and 105(2), not to have 
been paid or to have become payable in the year to 
or for the benefit of the beneficiary or out of income 
of the trust. 
Related Provisions: 108(1) — “trust”: 
calculate to less than zero. 


Pre-RSC History: Subsec. 104(13.1) added by 1988, c. 55, sub- 
see" hl); applicable to taxation years of trusts commencing after 


DW Formula Cahhot 
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Interpretation Bulletins: 1T-342R: Trusts — income payable to 
beneficiaries; [T-381R3::Trusts — capital gains and losses and the: 
flow-through of taxable ieapital gains to beneficiaries. 


(13.2) Idem — Where a trust, in its return of income 
under this Part for a taxation year throughout which 
it was resident in Canada and not exempt from tax 
under Part I by reason of subsection 149(1), 
designates an amount in respect of a beneficiary 
under the trust, not exceeding the amount determined 
by the formula 


%G 


wl > 


where 


A is the amount designated by the trust for the year 
in respect of the beneficiary under subsection 
(21), 


B is the total of all amounts each of which has been’ 
designated for the year in respect of a beneficiary 
of the trust under subsection (21), and 


C is the amount determined by the trust and used in 
computing all amounts each of which is desig- 
nated by the trust for the year under this subsec- 
tion, not exceeding the amount by which 


_(i) the total of all amounts each of which is.an 
amount that, but for this subsection or subsec- 
tion (13.1), would be included in computing 
the income of a beneficiary under the trust by 
reason of subsection (13) or 105(2) for the 

exceeds 
(ii) the amount deducted under subsection (6) 


in computing the income of the trust. for the 
year, 
the amount so designated shall 
(a) for the purposes of subsections (13) and 
105(2) (except in the.application of subsection 


(13) for the purposes of subsection (21)), be 
deemed not to have been paid or to have become 
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payable in the year to or for the benefit of the 
beneficiaries or out of income of the trust; and 


(b) except for the purposes of subsection (21) as 
it applies for the purposes of subsections (21.1) 
and (21.2), reduce the amount of the taxable capi- 
tal gains of the beneficiary otherwise included in 
computing the beneficiary’s income for the year 
by reason of subsection (21). 

Pre-RSC History: Subsec. 104(13.2) added by 1988, c. 55, sub- 

sec. 71(5), applicable to taxation years of trusts commencing after 

1987. 

Interpretation Bulletins: IT-342R: Trusts — income payable to 


beneficiaries; IT-381R3: Trusts — capital gains and losses and the 
flow-through of taxable capital gains to beneficiaries. 


(14) Election by trust and preferred benefici- 
ary — Where a trust and a preferred beneficiary 
under the trust for a particular taxation year of the 
trust jointly so elect in respect of the particular year 
in prescribed manner, such part of the accumulating 
income of the trust for the particular year as is desig- 
nated in the election, not exceeding the allocable 
amount for the preferred beneficiary in respect of the 
trust for the particular year, shall be included in com- 
puting the income of the preferred beneficiary for the 
beneficiary’s taxation year in which the particular 
year ended and shall not be included in computing 
the income of any beneficiary of the trust for a sub- 
sequent taxation year. 


Related Provisions: 12(1)(m)— Income inclusion — benefits 
from trusts; 104(12) — Deduction for amount included in preferred 
beneficiary’s income; 104(14.01), (14.02) — Late, amended or re- 
voked election made with capital gains exemption election ; 
104(15) — Allocable amount; 104(19) — Portion of net taxable 
dividends deemed received by beneficiary; 104(21) — Portion of 
taxable capital gains deemed gain of beneficiary; 108(5) — Inter- 
pretation; 146(8.1)— RRSP — deemed receipt of refund premi- 
ums; 220(3.2), Reg. 600(b) — Late filing of election or revocation. 


History: Subsec. 104(14) amended by 1996, c. 21, subsec. 18(8), 
applicable to trust taxation years that begin after 1995. The subsec. 
formerly. read: 


(14) Election by trust and preferred beneficiary — Where 
a trust and a preferred beneficiary thereunder jointly so elect 
in respect of a taxation year in prescribed manner and within 
prescribed time, such part of the accumulating income of the 
trust for the year as is designated in: the election, not exceed- 
ing the preferred beneficiary’s share therein, shall be included 
in computing the income of the preferred beneficiary for the 
year, and shall not be included in computing the income of 
any beneficiary of the trust for a subsequent year in which it 
was paid. 


Pre-RSC History: Subsec. 104(14) substituted by 1973-74, c. 14, 
subsec. 31(3), applicable to 1972: et seq. 


Selected Cases [subsec. 104(14)]: Muzich Family. Trust v. 
MNR, [1993] 1 C.T.C. 2330 (TCC) (Preferred beneficiary election 
not valid where not filed in prescribed form nor within prescribed 
time). 


Regulations: 2800(1), (2) (prescribed manner, prescribed time). 


Interpretation Bulletins: IT-201R2: Foreign tax credit — trust 
and beneficiaries; IT-243R4: Dividend refund to private corpora- 
tions; IT-381R3: Trusts — capital gains and losses and the flow- 
through of taxable capital gains to beneficiaries; IT-394R: Preferred 
beneficiary election; IT-SOOR: RRSPs — death of an annuitant; IT- 
524: Trusts — flow-through of taxable dividends to a beneficiary — 
after 1987. 
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Information Circulars: 92-1: 
amended or revoked elections. 


Advance Tax Ruling: ATR-30: Preferred beneficiary election on 
accumulating income of estate; ATR-34: Preferred beneficiary’s 
election. 


Guidelines for accepting late, 


(14.01) Late, amended or revoked election — 
A trust and a preferred beneficiary under the trust 
may jointly make an election, or amend or revoke an 
election made, under subsection (14) Jae the elec- 
tion, amendment or revocation 


(a) is made solely because of an election or revo- 
cation to which subsection 110.6(25), (26) or (27) 
applies; and 


(b) is filed in prescribed manner with the Minister 
when the election or revocation referred to in par- 
agraph (a) is filed. 

Related Provisions: 104(14.02) — Effect of election. 


History: Subsec. 104(14.01) added by 1998, c. 19, subsec. 127(3), 
applicable to taxation years that include February 22, 1994. 


(14.02) Late, amended or revoked election — 
Where a trust and a preferred beneficiary under the 
trust have made an election or amended or revoked 
an election in accordance with subsection (14.01), 


(a) the election or the amended election, as. the 
case. may be, is deemed to have been made on 
time for the purpose of subsection (14); and 


(b) the election that was revoked is deemed, oth- 
erwise than for the purposes of this subsection 
and subsection (14.01), never to have been made. 


History: Subsec. 104(14.02) added by 1998, c. 19, subsec. 127(3), 
applicable to taxation years that include February. 22, 1994. 


(14.1) NISA election — Where, at the end of the 
day on which a taxpayer dies and as a consequence 
of the death, an amount would, but for this subsec- 
tion, be deemed by subsection (5.1) to have been 
paid to a.trust out of the trust’s interest in a NISA 
Fund No. 2 and the trust and the legal representative 
of the taxpayer so elect in prescribed manner, such 
portion of the amount as is designated in the election 
shall be deemed to have been paid to the taxpayer 
out of a NISA Fund No. 2 of the taxpayer immedi- 
ately before the end of the day and, for the purpose 
of paragraph (a) of the description of B in subsection 
12(10.2) in respect of the trust, the amount shall be 
deemed to have been paid out of the trust’s NISA 
Fund No. 2 immediately before the end of the day. 


Related Provisions: 248(8) — Occurrences as a consequence of 
death. 


History: Subsec. 104(14.1) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 42(5), applicable to 1991 et seq. 


(15) Allocable amount for preferred benefici- 
ary — For the purpose of subsection (14), the allo- 
cable amount for a preferred beneficiary under a 
trust in respect of the trust for a taxation year is 


(a) where the trust is a trust described in the defi- 
nition “pre-1972 spousal trust” in subsection 
108(1) at the end of the year or a trust described 
in paragraph (4)(a) and the taxpayer’s spouse re- 
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ferred to in that definition or paragraph is alive at 
the end of the year, an amount equal. to 


(i) if the beneficiary is that spouse, the trust’s 
accumulating income for the year, and 


-(i1) in any other case, nil; 


(b) where paragraph (a) does not apply and the 
beneficiary’s interest in the trust is not solely 
contingent on the ,death of another. beneficiary 
who has a capital interest in the trust and who 
does not have an income interest in the trust, the 
trust’s accumulating i income for the year; and 


(c) in any other case, nil. 


Related Provisions: 108(1) — Trust defined; 138.1(1) — Rules 
re segregated funds. 


History: Subsec. 104(15) amended by 1996, c. 21, subsec. 18(9), 
applicable to trust taxation years that begin after 1995, The subsec. 
formerly read: 


(15) Preferred beneficiary’s share — The share ve a lls 
ular preferred beneficiary under a trust in the accumulating 
income’ of the trust for a taxation year is, 


(a) where the trust-is' a trust described in the definition 
“pre-1972 spousal trust” in subsection 108(1) at the end 
“of the year or a trust described in paragraph (4)(a) and the 
taxpayer’s spouse referred to in that definition or para- 
graph iis alive at the end of the year, an amount equal to 


(i) if the particular preferred beneficiary is the tax- 
payer’s spouse, the trust’s accumulating income for 
the year,.and 


(ii) in any other case, nil; 


(b) in.any case not referred to. in paragraph (a), where the 
shares in which the accumulating income of. the trust 
would be payable to the beneficiaries thereunder do not 
depend on the exercise by any person of, or the failure by 
any person to exercise, any discretionary power, 


(i) if at the end of the year the particular beneficiary — 
was a member of a class of beneficiaries under the 
trust each of whom was entitled, as a member of that 
‘class, to share equally in any income of the trust, the 
portion of the trust’s accumulating income for the 

‘year that may. reasonably be regarded as having been 
earned for the benefit of beneficiaries of that class, 
divided by the number of beneficiaries. (other. than 
registered charities). of that class in.existence at the 
end of the year, and. 


(ii) in. any other, case, the portion of the trust’s ac- 
cumulating income. for the year that may reasonably 
be regarded as having been earned for the benefit of 
the particular preferred beneficiary; 


(c).in any case not referred to in paragraph (a) or (b), 
where each beneficiary under the trust whose share of the 
accumulating income of the trust depends on the exercise 
by any person of, or the failure by any person to exercise, 
any discretionary power, is a preferred beneficiary, or 
would be a preferred beneficiary if the beneficiary were 
resident in Canada, or is a registered charity, the portion 
of the trust’s accumulating income for the year equal to 
the amount determined in prescribed manner to be the 
beneficiary’s discretionary share of the trust’s accumulat- 
ing: income for the year; and 


(d) in any case not referred to in paragraph (a), (b) or (c), 
nil. 


That portion of para. 104(15)(a) preceding subpara:,(i) amended by 
1994, c. 7, Sch. VIII (1993, c. 24), subsec. 42(6), applicable to taxa- 
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tion years of trusts ending after December 20, 1991. That portion 
formerly read: 


(a) where the trust is a trust described in paragraph (4)(a) and 
the taxpayer’s spouse referred to in that paragraph is alive at 
the end of the year, an amount ‘equal to, 


Pre-RSC History: “Registered charity(ies)” substituted for “regis- 
tered Canadian charitable organization(s)” in paras. 104(15)(b), (c) 
by 1976-77, c. 4, s. 87 and Schedule II, applicable to 1977 et seq. 


Para. 104(15)(c) substituted by 1974-75-76, c. 26, subsec. 65(2), ap- 
plicable to 1973 et seg. Para. 104(15)(c) formerly read: 


(c) in any case not referred to in paragraph (a) or (b), where 
each beneficiary under the trust whose share of the accumu- 
lating income of the trust depends upon the exercise by any 
person of, or the failure by any person to exercise, any discre- 
tionary power,-1s a preferred beneficiary, or would be a pre- 
ferred beneficiary if he were resident in Canada, or is a regis- 
tered Canadian charitable organization, the portion of the 
trust’s accumulating income for the year that may reasonably 
be regarded as having been earned for the benefit of the par- 
ticular beneficiary, not exceeding the amount determined in 
prescribed manner to be his discretionary share of the trust’s 
accumulating income for the year; and 


Para. 104(15)(c) substituted by 1973-74,.c. 14, subsec. 31(4), appli- 
cable to 1972 et seq. 


Regulations: 2800(3), (4) (prescribed manner for 104(15)(c)). 


Interpretation Bulletins: IT-394R: Preferred beneficiary 


election. 


Advance Tax Ruling: ATR-30: Preferred beneficiary election on 
accumulating income of estate; ATR-34: Preferred beneficiary’s 
election. 


(16) [Repealed under former Act] 


Pre-RSC History: Subsec. 104(16) repealed by 1988, c. 55, sub- 
sec. 71(6), applicable to taxation years of trusts commencing after 
1987. Subsec. 104(16) formerly read: 


(16). Capital cost allowance deduction — A beneficiary 
under a trust may deduct from the amount that would other- 
wise be his income from the trust by virtue of subsection (13) 
or (14), as the case. may be, such part of the amount that 
would otherwise be deductible from, the income of the trust 
for the year under subsection 20(16).or under regulations 
made under paragraph 20(1)(a) as the trust may determine; 
and any amount deductible under this subsection for a taxa- 
tion year shall be deducted from the amount that the trust 
would otherwise be able to deduct under subsection 20(16) or 
under those regulations but shall, for the purposes of section 

~ 13, be deemed to have been allowed to the trust under those 
regulations in computing its income for the year. 


Subsec..104(16) substituted by 1977-78, c. 1, subsec..49(5), nate 
ble to taxation years commencing after May 25, 1976 and ending 
after March 31, 1977, to add references to subsec. 20(16). 


(17) [Repealed under former Act] 


Pre-RSC History: Subsec. 104(17) repealed by 1988, c. 55, sub- 
sec. 71(6), applicable to taxation years of trusts commencing after 
1987. Subsec. 104(17) formerly read: 


(17) Depletion allowance — Where an amount is payable in 

~a taxation year by a trust to a beneficiary under the trust, no 
part of that amount shall be deemed, for the purpose of sub- 
sections (6) and (13), to be payable out of an amount deducti- 
ble in computing the income of the trust for the year under 
regulations made under subsection 65(1) except such part 
thereof as the trust designates as being so payable. 


(17.1) [Repealed under former Act] 
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Pre-RSC History: Subsec. 104(17.1) repealed by 1988, c.:55, 
subsec. 71(6), applicable to taxation years of trusts commencing af- 
ter 1987, Subsec. 104(17.1) formerly read: 


(17.1) Determination, etc., ineffective — No effect shall be 
given to a determination or designation under subsection (16) 
or (17) or 127(7) or (15) by a testamentary trust or a.trust no 
beneficial interest in which was acquired for consideration 
payable directly or indirectly to the trust or to any person who 
has made a contribution to the trust by way of transfer, as- 
signment.or other disposition of property in respect of a taxa- 
tion year of the trust if, as a result. of such determination or 
designation, the amount that any beneficiary of the trust is 
entitled to deduct in computing his income under regulations 
made under paragraph 20(1)(a) or subsection 65(1) or to add 
in computing his investment tax credit or employment tax 
credit (within the meaning assigned by subsection 127(16)) 
for any period during which he is beneficially interested in 

the trust is greater than the proportion of the aggregate of 
amounts available to be so determined or designated by the 
trust in respect of the period that 


(a) the beneficiary’s share of the amount that would be 

.. the total income of the trust for the,period, if no deduction 
were made under subsection (6), (12) or 20(16) or under 
regulations made under subsection 65(1) or paragraph 
20(1)(a) for any taxation year of the trust ending in or 
coinciding with the period ; 


is of: 


(b) the amount that would be the total income of the trust — 
for the period if no deduction were made under subsec- 
tion (6), (12) or 20(16) or under regulations made under 
Subsection 65(1) or paragraph 20(1)(a) for any taxation 
year of the trust ending in or coinciding with the period. 


All that portion of subsec. 104(17.1) preceding para. (a) substituted 
by 1986, c. 55, subsec. 28(2), applicable with respect to determina- 
tions and designations made by a trust in respect of 1987 ef seq. 
That portion of subsec. 104(17.1) formerly read: cE 


(17.1) Determination or designation ineffective — Not- 
withstanding subsections (16) and (17), no effect shall be 
given to a determination by a trust in a taxation year under 
subsection (16) or to a designation by a trust in a taxation 
year under subsection (17) if the determination or designation 
results in a person who is beneficially interested in the trust 
being able to deduct in computing his income for any period 
while he is so beneficially interested a portion of an amount 
that, but for subsection (16) or (17), would be deductible by 
the trust in such period that is greater than the proportion of 
such amount that 


Subsec. 104(17.1) added by 1980-81-82-83, c. 140, subsec. 60(5), 
applicable to taxation years commencing after November 12, 1981. 


(17.2) [Repealed under former Act] 


Pre-RSC History: Subsec. 104(17.2) repealed by 1988, c. 55, 
subsec. 71(6), applicable to taxation years of trusts commencing af- 
ter 1987. Subsec. 104(17.2) formerly read: 


(17.2) Idem — No effect shall be given to a determination or 
designation under subsection (16) or (17) by a trust (other 
than a trust described in subsection (17.1)) in respect of a tax- 
ation year of the trust unless an amount is so determined or 
designated in respect of the year for each beneficiary of the 
trust and the amount in respect.of each such beneficiary is 
equal to the proportion of the aggregate of amounts that the 
trust so determines or designates for all beneficiaries in re- 
spect of the year, that 


(a) the beneficiary’s share’ of the amount that would be 
the income of the trust for the year if no deduction were 
made under subsection (6), (12) or 20(16) or under. regu- 
lations made under paragraph 20(1)(a) or subsection 
65(1) for the taxation year 
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is of 
(b) the amount that would be the income of the trust for 
the year if no deduction were made under subsection (6), 


(12) or 20(16) or under regulations made under para- 
graph 20(1)(a) or subsection 65(1) for the taxation year. 


Subsec. 104(17.2) added by 1986, c. 55, subsec. 28(3), applicable 
(a) with respect to determinations and designations made in respect 
of 1987 et seq. by a trust created after November 26, 1985; and (b) 
where a trust created before November 27, 1985 issues a beneficial 
interest after 5:00 p.m. Eastern Standard Time on November 26, 
1985 (other than an interest issued on account of a distribution of 
income of the trust in accordance with the terms of the trustin effect 
on November 26, 1985), with respect to determinations and desig- 
nations made in respect of any taxation year that is after the 1986 
taxation year and that is a taxation year in which or after which it 
issued such a beneficial interest. 


(18) Trust for minor — Where any part of the 
amount that, but for subsections (6) and (12), would 
be the income of a trust for a taxation year through- 
out which it was resident in Canada 


(a) has not become payable in the year, 


(b) was held in trust for an individual who did not 
attain 21 years of age before the end of the year, 


(c) the right to which vested at or before the end 
of the year otherwise than because of the exercise 
by any person of, or the failure of any person to 
exercise, any discretionary power, and 


(d) the right to which is not subject to any future 
condition (other than a condition that the individ- 
ual survive to an age not exceeding 40 years), 


notwithstanding subsection (24), that part of the 
amount is, for the purposes of subsections (6) and 
(13), deemed to have become payable to the individ- 
ual in the year. . 


History: Subsec. 104(18) amended by 1996, c. 21, subsec. 18(10), 
applicable to trust,taxation years that begin after 1995. The subsec. 
formerly read:. 


(18) Trust for minor — Where all or any part of the income 
of a trust for a taxation year has not become payable in the 
year and was held in trust for a minor whose right thereto has 
vested and the only reason that it has not become payable in 
the year was that the beneficiary was a minor, it shall, for the 
purposes of subsections (6) and (13) be deemed to have be- 
come payable to the minor in the year. 


Pre-RSC History: Subsec. 104(18) ‘substituted by 1988, c. 55, 
subsec. 71(7), applicable to taxation years of trusts commencing af- 
ter 1987. Subsec. 104(18) formerly read: 


(18) Trust for minor — Where all or any part of the income 
ofa trust for a-taxation year was not payable in the year and 
was held in trust for a minor whose right thereto had vested 
and the only reason that it was not payable in the year was 
that the beneficiary was a minor, it shall, for the purposes of 
subsections (6) and (13), be considered to have been payable 
to the minor‘in the year. 


Subsec. 104(18) substituted by 1985, c. 45, subsec. 50(4), applica- 
ble to 1985 et seg. Subsec. 104(18) formerly read: 


(18). Trust for infant — Where the income of a trust for a tax- 
ation year or any part thereof was not payable in the year but 
was held in trust for an infant or minor whose right thereto 
had vested and the only reason that it was not payable in the 
year was that the beneficiary was an infant or minor, it shall, 
for the purpose of subsections (6) and (13), be considered 'to 
have been payable. 
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Interpretation Bulletins: IT-286R2: Trusts — amount payable; 
IT-342R: Trusts — income payable to beneficiaries; IT-381R3: 
Trusts — capital gains and losses and the flow-through of taxable 
capital gains to beneficiaries. 


I.T. Technical News: No. 11 (payments made by a trust for the 
benefit, of a minor beneficiary). 


(19) Taxable dividends — Such portion of a taxa- 
ble dividend received by a trust in a taxation year 
throughout which it was. resident in Canada on a 
share of the capital stock of a taxable Canadian cor- 
poration as 


(a) may reasonably be considered (having regard 
to all the circumstances including the terms and 
conditions of the trust arrangement) to be part of 
the amount that, by reason of subsection (13). or 
(14) or section 105, as the case may be, was in- 
cluded in computing the income for a particular 
taxation year of a beneficiary under the trust, and 


(b) was not designated by the trust in respect of 
any other beneficiary under the trust 


shall, if so designated by the trust in respect of the 
beneficiary in the return of its income for the year 
under this Part, be deemed, for the purposes of this 
Act, other than Part XIII, not to have been received 
by the trust and to be a taxable dividend on the share 
received by the beneficiary in the particular year 
from the corporation. . 


Related Provisions: 82(1)— Taxable dividends received; 
107(1)(c), (d) —Loss on disposition of capital interest in trust; 
112(3.12) —Exclusion from stop-loss rule where beneficiary is 
partnership or trust; 112(3.2) — Stop-loss rule; 112(5.2)B(b)(ii) — 
Adjustment for dividends received on mark-to-market property. 


Pre-RSC History: Subsec. 104(19) substituted by 1988, c. 55, 
subsec. 71(8), applicable to 1988 et seg., except that in its applica- 
tion to taxation years of trusts commencing before 1988, subsec. 
104(19) shall be read without reference to the words “throughout 
which it.was resident in Canada’... Subsec, 104(19) formerly read: 


(19) Portion of taxable dividends deemed to be 
dividends received by beneficiary — Such portion of the 
aggregate of taxable dividends received by a trust in a taxa- 
tion year on shares of the capital stock of a taxable Canadian 
corporation as 


(a) may reasonably be considered (having regard to all 
the circumstances including the terms and conditions of 
the trust arrangement) to be part of the amount that, by 
virtue of subsection (13), or (14) or section 105, as the 
case may be, was included in computing the income for 
the year of a particular beneficiary under the trust, and 


(b) was not designated by the trust in respect of any other 
beneficiary thereunder 


shall, if so designated by the trust in respect of the particular 
beneficiary in the return of its income for the year under this 
Part, be deemed, for the purposes of this Act, other than Part 
XIII, to be a taxable dividend received by the particular bene- 
ficiary in the year from the corporation, and not to be a taxa- 
ble dividend received by the trust from the corporation. 


Subsec. 104(19) substituted by 1980-81-82-83, c. 140, subsec. 
60(6), applicable with respect to designations made after November 
12, 1981. Subsec. 104(19) formerly read: 


(19) Such portion of 


(a) the aggregate of taxable dividends received by a trust 
in a taxation year on shares of the capital stock of taxable 
Canadian corporations, 
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as 


(b) may reasonably be considered (having regard to all 
the circumstances including the terms and conditions of 
the trust arrangement) to be part of the amount that, by 
virtue of subsection (13) or (14) or section 105, as the 
case may be, was included in computing the income for 
the year of a particular beneficiary under the trust, and 


(c) was not designated by the trust in respect of any other 
beneficiary thereunder, 


shall, if so designated by the trust in respect of the particular 
beneficiary in the return of its income for the year under this 
Part, be deemed, for the purposes of section 82 and this sub- 
section, to be a taxable dividend received by the particular 
beneficiary in the year from a taxable Canadian corporation, 
and not to be a taxable dividend received by the trust in the 
year from a taxable Canadian corporation. 


Interpretation Bulletins: IT-328R3: Losses on shares on which 
dividends haye. been received; IT-524: Trusts — flow-through of 
taxable dividends to a beneficiary — after 1987. 


(20) Designation in respect of non-taxable 
dividends — The portion of the total of all 
amounts, each of which is the amount of a dividend 
(other than a taxable dividend) paid on a share of the 
capital stock of a corporation resident in Canada to a 
trust during a taxation year of the trust throughout 
which the trust was resident in Canada, that can rea- 
sonably be considered (having regard to all the cir- 
cumstances including the terms and conditions of the 
trust arrangement) to be part of an amount that be- 
came payable in the year to a particular beneficiary 
under the trust shall be designated by the trust in re- 
spect of the particular beneficiary in the return of the 
trust’s income for the year for the purposes of sub- 
clause 53(2)(h)G@.1)(B)(D, paragraphs 107(1)(c) and 
(d) and subsections 112(3.1), (3.2), (3.31) and (4.2). 


Related Provisions: 83(2) — Capital dividends; 107(1)(c) — 
Stop-loss rule where beneficiary is corporation; 104(24) — Whether 
amount payable; 112(3.2) — Stop-loss rule; 112(4.3) — Limitation 
on loss on disposition of share by trust; 132(3) — Application to a 
mutual fund trust. 


History: Subsec. 104(20) amended by 1998, c. 19, subsec. 127(4), 
applicable after April 26, 1995. Subsec. 104(20) formerly read: 


(20) Designation in respect of non-taxable dividends — 
Such portion of the total of all amounts each of which is the 
amount of a dividend (other than a taxable dividend) paid on 
a share of the capital stock of a corporation resident in Can- 
ada to a trust during a taxation year of the trust throughout 
which the trust was resident of Canada as may reasonably be 
considered (having regard to all the circumstances including 
the terms and conditions of the trust arrangement) to be part 
of an amount that became payable in the year to a particular 
_beneficiary under the trust, shall be designated by the trust in 
respect of the particular beneficiary in the return of the trust’s 
income for the year for the purposes of subclause 
53(2)(h)(.1)(B)UD, paragraph 107(1)(c) and subsections 
112(3.2) and (4.3). 


Pre-RSC History: Subsec. 104(20) substituted by 1988, c. 55, 
subsec, 71(9), applicable to taxation years of trusts commencing af- 
ter 1987. Subsec. 104(20) formerly read: 


(20) Portion of non-taxable dividends not to be included 
in beneficiary’s income — Where an amount has, in a taxa- 
tion year, become payable by a trust to a particular benefici- 
ary thereunder, such portion thereof as 


(a) may reasonably be considered (having regard to all 
the circumstances including the terms and conditions of 
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the trust arrangement) to have derived from an amount 
received by the trust in the year as, on account or in lieu 
of payment of, or in satisfaction of, a dividend on a share 
of the capital stock of a corporation resident in Canada 
other than a taxable dividend, and 


(b) was not designated by the. trust in respect of any other 
beneficiary thereunder, 


shall, if so designated by the trust in respect of the particular 
beneficiary in its return of income for the year under this Part, 
not be included in computing the income of the particular 
beneficiary for the year. 


Interpretation Bulletins: [T-328R3: Losses on shares on ‘which 
dividends have been received. © 


(21) Taxable capital gains ~~ Such portion ‘of the 
net taxable capital gains of a trust for a taxation year 
throughout which it was resident in Canada as _ 


(a) may reasonably be considered (having regard 
to all the circumstances including the terms and 
conditions of the trust arrangement) to be part of 
_ the amount that, by virtue of subsection (13) or 
(14) or‘section 105, as the case may be, was in- 


cluded in computing the income for the: taxation | 


year of 


(i) a particular banaticies under the trust, if 
the trust.is a mutual fund: trust, or 


(ii) a particular beneficiary under the trust 
who is resident in Canada, if the trust is not a 
mutual fund trust, and 


(b) was not designated by the trust in respect of 
any other beneficiary under the trust, ! 


shall, if so designated by the trust in respect of the 
particular beneficiary in the return of its income for 
the year under this Part, be deemed, for the purposes 
of sections 3 and 111 except as they apply. for. the 
purposes of section 110.6, to be a taxable. capital 
gain for the year of the particular beneficiary from 
the disposition by that beneficiary of. — 


property. 


Related Provisions: 39.1(2)B(a), 39.1(3) — Reduction in gain to 
reflect capital gains exemption election; 104(13.2) — Designation 
of amount by trust; 104(21.01), (21.02) -— Late, amended or re- 
voked designation made with capital gains exemption election; 
104(21.1) — Beneficiary’s taxable capital gain; 104(21.2) — Bene- 
ficiary’s taxable capital gain from trust; 104(21.3) — Determination 
of net taxable capital gains; 110.6(19), (20) — Election to trigger 
capital gains exemption; 127.52(1)(d)(@i1), 127.52(1)(g)Gi) — Ad- 
justed taxable income (for minimum tax); 212(1)(c) — Estate or 
trust income — non-residents. 


Pre-RSC History: That portion of subsec. 104(21) preceding para. 


(a) substituted by 1988, c. 55, subsec. 71(10), applicable to taxation | 


years of trusts commencing after 1987. That portion formerly read; 


(21) Portion of taxable capital gains deemed gain of ben- 
eficiary — Such portion of the net taxable capital gains of a 
trust for a taxation year as 


Subsec. 104(21) amended by 1986, c. 6, subsec. 51(5), applicable to 
1985 et seq., to substitute that portion preceding para. (b), to renum- 
ber paras. (b) and (c) as paras. (a) and (b), and in that portion fol- 
lowing para. (b), to add “except as they apply for the purposes of 
section 110.6” and to substitute “disposition by him of capital prop- 
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erty” for “disposition of capital property”. That portion preceding 
para. (b) formerly read: 


(21) Such portion of 


(a) the amount, if any, by which the aggregate of the tax- 
able capital gains of a trust for a taxation year exceeds 
the aggregate of 


(i) its pliowably capital iors for, the year; and 


(it) ‘the ‘amount, if any, deducted’ under ide sie 
111(1)(b) from its income for the year. 


as 


Subpara. 104(21)(a)(i1) substituted by 1984, c. 1, subsec. 45(6), to 
substitute “deducted” for “deductible”, applicable to 1983 et seq. 
and with respect to-amounts deductible under paragraph 111()(0) 
in respect'of losses determined for 1983 et seq. 


Para. 104(21)(b) substituted by 1976-77, c. 4, subsec. 40(3), appli- 
cable to 1976 et seq. Para: 104(21)(b) formerly read: 


(b) may reasonably be considered (having regard to “all ‘the 
circumstances including the terms and conditions of the trust 
arrangement) to be part of the amount that, by virtue of sub- 
section (13) or.(14) or section 105, as the case may be, was 
included in computing the income for the taxation year of a 
particular beneficiary under ae trust who i is resident i in Can- 
gut and . 


Para; 104(21)(b) substituted by 1974-75-76, c. 26, ne 65(3), ap- 
plicable to 1974 et seg., to add “who is resident in Canada”. 


interpretation Bulletins: IT-123R6: Transactions involving eli-- 


gible capital property; IT-342R: Trusts — income payable. to. bene- 
ficiaries; IT-381R3: Trusts — capital gains and losses and the flow- 
through of taxable capital gains to beneficiaries; IT-465R: Non-resi- 
dent. beneficiaries of trusts; .IT-493: Agency cooperative 
corporations. 3 | 


Advance Tax Ruling: ATR-34: Preferred 1 donefietal Ss Seite 


Forms: T3, Sched. 3: Calculation of a trust’s eligible taxable capi- 
tal gains. 


(21.01) Late, amended or revoked designa- 
tion — A trust that has filed its return of income for 
its taxation year that includes February 22, 1994 may 
subsequently designate an amount under subsection 
(21), or amend or revoke a designation made under 
that subsection where the designation, amendment or 
revocation 


(a) is made solely because of an “sia or de- 
crease in the net taxable capital gains of the trust 
for the year that results from an election or revo- 

cation to which subsection 110. B22) {2®) or (27) 
applies; and 


(b) is filed with the Minister, with an amended 
return of income for the year, when the election 
or revocation referred to in paragraph (a) is filed 
with the Minister. 


Related Provisions: 104(21 099-RbatiedOn: 104@ ee 
Effect. of, designation. 


History: Subsec. 104(21.01) added by 1998, c, 19, subsec, 127(5), 
applicable to taxation years that include February 22, 1994. 


(21.02) Late, amended or revoked. designa- 
tion — A designation, amendment or revocation 
under subsection (21.01) that affects an amount de- 
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termined in respect of a beneficiary under subsection 
(21.2) may be made only where the trust 


(a) designates an amount, or amends or revokes a 
designation made, under subsection (21.2) in re- 
spect of the beneficiary; and 


(b) files the designation, amendment or revoca- 
tion referred to in paragraph (a) with the Minister 
when required by paragraph (21.01)(b). 


History: Subsec. 104(21.02) added by 1998, c. 19, subsec. 127(5), 
applicable to taxation years that include February 22, 1994. 


(21.03) Late, amended or revoked designa- 
tion — Where a trust designates an amount, or 
amends or revokes a designation, under subsection 
(21) or (21.2) in accordance with subsection (21.01), 


(a) the designation or amended designation, as 
the case may be, is deemed to have been made in 
the trust’s return of income for the trust’s taxation 
year that includes February 22, 1994; and 


(b) the designation that was revoked is deemed, 
other than for the purposes of this subsection and 
subsections (21.01) and (21.02), never to have 
been made. 


History: Subsec. 104(21.03) added by 1998, c. 19, subsec. 127(5), 
applicable to taxation years that include February 22, 1994. 


(21.1) Beneficiary’s taxable capital gain — 
Notwithstanding subsection (21) or section 38, 
where in a particular taxation year, commencing 
before 1990, of a taxpayer (other than an individual 
who is not a testamentary trust) the taxpayer is a 
beneficiary of a trust with a taxation year ending in 
the particular year, the amount (other than that part 
of the amount that can be attributed to an amount 
deemed under subsection 14(1) to be a taxable capi- 
tal gain of the trust) deemed by subsection (21) to be 
a taxable capital gain of the taxpayer for the particu- 
lar year in respect of the trust shall be the amount 
determined by the formula 


Ales se 
C 


where 


A is the amount, if any, by which the amount (other 
than that part of the amount that can be attributed 
to an amount deemed under subsection 14(1) to 
be a taxable capital gain of the trust) deemed by 
subsection (21) to be the taxpayer’s taxable capi- 
tal gain for the particular year in respect of the 
trust exceeds the amount (other than that part of 
the amount that can be attributed to an amount 
deemed under subsection 14(1) to be a taxable 
capital gain of the trust) designated by the trust 
for the particular year in respect of the taxpayer 
under subsection (13.2); 


B is the fraction that would be used under section 
38 for the particular year in respect of the tax- 
payer if the taxpayer had a capital gain for the 
particular year; and 


S. 104(21.2)(b)(i) 


C is the fraction that is used under section 38 for the 
year of the trust. 
Pre-RSC History: Subsec. 104(21.1) substituted by 1988, c. 55, 


subsec. 71(11), applicable to taxation years and fiscal periods end- 
ing after 1987. Subsec. 104(21.1) formerly read: 


(21.1) Beneficiary’s taxable capital gain from Canadian 
securities — Such portion of the amount, if any, deemed by 
virtue of subsection (21) to be a taxable capital gain for a tax- 
ation year of a particular beneficiary under a trust, other than 
a mutual fund trust, from the disposition of capital property as 
is designated in respect of the particular beneficiary by the 
trust in its return of income for that taxation year under this 
Part for the purposes of computing the amount deductible 
under section 110.1 by the particular beneficiary for the year, 
shall, for the purposes of that section, be. deemed to be a taxa- 
ble capital gain for the year of the particular beneficiary from 
the disposition of Canadian securities and not to be a taxable 
capital gain of the trust from the disposition of Canadian se- 
curities to the extent that the portion, so, designated does not 
exceed the amount, if any, by which 


(a) the aggregate of taxable capital gains of the trust for 
the year from the disposition of Canadian securities 


exceeds the aggregate of 


(b) the allowable capital losses of the trust for the year 
from the disposition of Canadian securities, 


(c) that portion of the amount, if any, deducted under par- 
agraph 111(1)(b) from the income of the trust for the year 
that may reasonably be regarded as attributable to the dis- 
position of Canadian securities, and 


(d) the amounts designated under: this subsection by the 
trust for the year in respect of other beneficiaries of the 
trust, : 


and, for the purposes of this subsection, “Canadian securities” 
has the meaning assigned by subsection 110,1(6). 


Subsec. 104(21.1) added by 1985, c. 45, subsec. 50(5), applicable to 
1985 et seq. 


(21.2) Beneficiaries’ taxable capital gains — 
Where, for the purposes of subsection (21), a per- 
sonal trust designates an amount in respect of a ben- 
eficiary in respect of its net taxable capital gains for 
a taxation year (in this subsection referred to as the 
“designation year’), 


(a) the' trust shall in its return of income under 
this Part for the designation year designate an 
amount in respect of its eligible taxable capital 
gains, if any, for the designation year in respect 
of the beneficiary equal to the amount determined 
in respect of the beneficiary under each of sub- 
paragraphs (b)(i) and (ii); and 


(b) the beneficiary shall, for the purposes of sec- 
tions 3, 74.3 and 111 as they apply for the pur- 
poses of section 110.6, be deemed to have a taxa- 
ble capital gain for the beneficiary’s taxation year 
in which the designation year ends 


(i) from a disposition of capital property that 
is qualified farm property of the beneficiary 
equal to the amount determined by the 
formula 


AXBxC 
Di XE 
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and 
(ii) from a disposition of capital property that 


is a qualified small business corporation share © 


of the beneficiary equal to the amount deter- 
mined by the formula 


AXBXF 
DxE 
where 
A. is the lesser of 
(iii) the amount determined by the formula 


G-H 
where 


G ‘is the total of amounts designated under 
subsection (21) for the designation year 
by the trust, and 


H_ is the total of amounts designated under 
subsection (13.2) for the designation 
year by the trust, and 


(iv) the trust’s eligible taxable capital gains 
for the designation year, 


B is the amount, if any, by which the amount 
designated under subsection (21) for the des- 
ignation year by the trust in respect of the 
beneficiary exceeds the amount designated 
under subsection (13.2) for the year by the 
trust in respect of the beneficiary, 


C is the amount, if any, that would be deter- 
mined under paragraph 3(b) for the designa- 
tion year in respect of the trust’s capital gains 
and capital losses if the only properties re- 
ferred to in that paragraph were qualified farm 
properties of the trust disposed of by it after 
1984, 


D. is the total of all amounts each of which is the 
amount determined for B for the designation 
year in respect of a beneficiary under the trust, 


Eis the total of the amounts determined for C 
and F for.the designation year in respect of the 
beneficiary, and 


F is the amount, if any, that would be deter- 
mined under paragraph 3(b) for the designa- 
tion year in respect of the trust’s capital gains 
and capital losses if the only properties re- 
ferred to in that paragraph were qualified 
small business corporation shares of the trust, 
other than qualified farm property, disposed 
of by it after June 17, 1987, 


and for the purposes of section 110.6, those capi- 
tal properties shall be deemed to have been dis- 
posed of by the beneficiary in that taxation year 
of the beneficiary. 
Related Provisions: 39(10) — Reduction of business investment 
loss; 104(21.01), (21.02) — Late, amended or revoked designation 
made with capital gains exemption election; 104(21.3) — Determi- 
nation of net taxable capital gains; 110.6(11) — No capital gains 
exemption allowed in certain cases; 110.6(12) — Spousal trust de- 
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duction; 110.6(14)(c) — Related persons, etc.; 110.6(19), (20) — 
Election to trigger capital gains exemption; 257 — Formula cannot 
calculate to less than zero. 


History: Subsec. 104(21.2) amended by 1995, c. 3, s. 28, applica- 
ble to trusts’ taxation years that begin after February 22, 1994; and, 
in applying subsec. 104(21.2) to a trust’s taxation year that includes 
that day, 


(a) the opening words of subsec. 104(21.2) shall a read as 
follows: 


(21.2) Where, for the purposes of subsection (21), a trust 
(other than a mutual fund trust) designates an amount in 
respect of a beneficiary in respect of its net taxable capi- 
tal gains for a taxation year (in this subsection referred to 
as the “designation year’), 


(b) the descriptions of A, B and C in para. 104(21.2)(b) shall be 
read as follows: 


A is the lesser of 


(i) the amount determined by the formula 


Hed 
where 


H | is the total of amounts designated under sub- 
section (21) for the designation year by the 
trust, and 


I is the total of amounts designated under sub- 
section (13.2) for the designation year by the 
trust, and 


(11) the trust’s eligible aia capital gains for 
the designation year, 


B_ is the amount, if any, by which the amount desig- 
nated under subsection (21) for the designation year 
by the trust in respect of the beneficiary exceeds the 
amount designated under subsection (13.2) for the 
year by the trust in respect of the beneficiary, 


Cis the total of all amounts each of which is the 
amount determined for B for the designation year in 
respect of a beneficiary under the trust, 


and 


(c) the closing words of subsec. 104(21.2) shall be read as 
follows: 


and for the purposes of section 110.6, each such taxable 
capital gain of a beneficiary shall be deemed to be a taxa- 
ble capital gain of the beneficiary for the beneficiary’s 
taxation year in which the designation year ends from the 
disposition of a property that occurred on February 22, 
1994. 


Subsec. 104(21.2) formerly read: 


(21.2) Beneficiary’s taxable capital gain from trust — 
Where a trust has, for the purposes of subsection (21), desig- 
nated an amount (in this subsection referred to as the “desig- 
nated amount’) in respect of a beneficiary of the trust in re- 
_spect of its net taxable capital gains for a taxation year (in this 
subsection referred to as the “designation year’’) and by virtue 
thereof the designated amount is deemed, for the purposes de- 
scribed in that subsection, to be a taxable capital gain for the 
year of the beneficiary from the disposition by the Boaenictary 
of capital property, . 


(a) the trust shall in its return of income for the designa- 
tion year designate an amount in respect of its eligible 
taxable capital gains for the designation yearin respect of 
the beneficiary equal to the amount determined in respect 
of the beneficiary under each of subparazrapas (b)(G), (41) 
and (iii), and 


(b) the beneficiary shall, for the purposes of sections-3, 
74.3 and 111 as they apply for the purposes of ‘section 
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110.6, be deemed to have a taxable capital gain for the 
year 


ties and other than qualified small business 
corporation shares disposed of by it after 
June 17, 1987, and 


(B) the trust’s capital gains and capital 
losses for the year from dispositions of non- 
qualifying real property of the trust were 
equal to its eligible real property gains and 
eligible real property losses, respectively, 
for the year from those dispositions, and 


(i) from the disposition of capital property that is 
qualified farm property of the beneficiary equal to 
the amount determined by the formula 


( =i D 
Ne yc 
¢ G 


(ii) from the disposition of capital property that is a 
qualified small business corporation share of the ben- 
eficiary equal to the amount determined by the 


(11) the amount that would be determined under 
subparagraph (i) if that subparagraph were read 


formula without reference to clause (1)(B), and 
G is the total of the amounts used for D, E and F under 
( Ax 3) x Ui this paragraph in respect of the beneficiary for the 
CG G year, 
and and for the purposes of section 110.6, those capital properties 


shall be deemed: to have been disposed of by the beneficiary 
in the year. 


The description of F in para. 104(21.2)(b) amended by 1994, c. 7, 


Sch. VIII (1993, c. 24), subsec. 42(7), applicable to 1992 et seg. 
That description formerly read: 


B F : 
(ax 2) SESS 
G G F 


(iii) from the disposition of capital. property, other 
than properties referred to in subparagraphs (i) or 
(11), equal to the amount determined by the formula 


is the amount, if any, that would be determined in respect 
of the trust for the designation year under paragraph 3(b) 
in respect of capital gains and capital losses if the only 
properties referred to in that paragraph were properties 
disposed of by it after 1984, other than qualified farm 
properties and other than qualified small business corpo- 
ration shares disposed of by it after June 17, 1987, and 


‘The description of C in para. 104(21.2)(b) substituted by 1994, c. 7, 
Sch. II (1991, c. 49), s. 75, applicable to 1988 et seq. The descrip- 
tion of C formerly read: 


where 
A.. is the eligible taxable capital gains of the trust for the 
designation year, 


Bis the amount, if any, by which the designated 
amount exceeds the amount designated in respect of 
the beneficiary for the designation year under sub- 
section (13.2), 


Cis the greater of 


(i) the total of all amounts each of which is the re! 
amount used for B under this paragraph in re- 
spect of a beneficiary of the trust for the designa- 
tion year, and 5 nae 


is the net taxable capital gains of the trust for the designa- 
tion year, 

Pre-RSC History: Paras, 104(21.2)(a) and (b) substituted and that 
portion following (b) added by 1988, c. 55, subsec. 71(12), applica- 
ble to 1988 et seg. and, in applying para. 104(21.2)(b) for taxation 
years ending after 1984 and before 1988, it shall be read as follows: 


(ii) the amount, if any, by which the net taxable 
capital gains of the trust for the designation year 


exceed the amount, if any, by which 


(A) the investment expense (within the 
meaning assigned by subsection 110.6(1)) of 
the trust for the designation year 


(b)-the beneficiary shall, for the purposes ‘of sections 3, 74.3 
and 111 as they apply for the purposes of section 110.6, be 
deemed to have a taxable capital gain for the year from the 
disposition by him in the year of capital property equal to the 


exceeds amount determined by the formula 
(B) the investment income (within the mean- B 
ing assigned by subsection 110.6(1)) of the IRR SS 
trust for, the designation year, C 
Dis the amount, if any, that, would be determined in where 
respect of the trust for the designation year under A is the eligible taxable capital gains of the trust for the 
paragraph 3(b) in respect of capital gains and capital designation year, 
losses if the only properties referred to, its that para- Bi Lik kne GeNpsTAIse ation "ARG 
graph were qualified farm properties of the trust dis- 
posed of by it after 1984, C is the net taxable capital gains of the trust for the designa- 
Eis the amount, if any, that would be determined in A aa , 
respect of the trust for the designation year under and for the purposes of section 110.6, those capital properties 
paragraph 3(b) in respect of capital gains and capital shall be deemed to have been disposed of by the beneficiary 
losses if the only properties referred to in that para- in the year. 
graph were qualified small business corporation Paras. 104(21.2)(a) and (b) formerly read: 
shares of the trust, other than qualified farm prop- iets . ‘ 
Bla aenosed OF by St after Tune! 17" 1087 (a) the trust shall in its. return of income for the designation 
pM te , ' i year designate an amount in respect of its eligible taxable 
Fis the lesser of 


(i) the amount, if any, that would be determined 
under paragraph 3(b) in respect of capital gains 
and capital losses in respect of the trust for the 
designation year if 
(A) the only properties referred to in that 
paragraph were properties disposed of by it 
after 1984, other than qualified farm proper- 
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capital gains for the designation year in respect of the benefi- 
ciary equal to the amount determined in respect of the benefi- 
ciary under paragraph (b); and 


(b) the beneficiary shall, for the purposes of sections 3, 74.3 
and 111 as they apply for the purposes of section 110.6, be 
deemed to have a taxable capital gain for the year from the 
disposition by him in the year of capital property equal to. the 
amount determined by the formula 


S. 104(21.2) 


where } 

A is the eligible taxable capital gains of the trust for the 
designation year, 

Bis the designated amount, and 


C . is the net taxable capital gains of the trust for the designa- 
tion year. 


Subsec. 104(21.2) added by 1986,.c. 6, subsec. 51(6), applicable to 
1985 et seq. 


Interpretation Bulletins: IT-123R6: Transactions involving eli- 
gible capital property; IT-381R3: Trusts — capital gains and losses 
and the flow-through of taxable capital gains to beneficiaries. 


Advance Tax Ruling: ATR-34: Preferred beneficiary’s election. 


Forms: T3 Sched. 3: Calculation of a trust’s eligible taxable capital 
gains; T3 Sched. 4: Calculation of cumulative net investment losses. 


(21.3) Net taxable capital gains of trust deter- 
mined — For the purposes of this section, the net 
taxable capital gains of a trust for a taxation year. is 
the amount, if any, by which the total of the taxable 
capital gains of the trust for the year exceeds the to- 
tal of 


(a) its allowable capital losses for the year, and 


(b) the amount, if any, deducted under paragraph 
111(1)(6) in computing ‘its taxable income for the 
year. i | 


Pre-RSC History: Subsec. 104(21.3) added by 1986, c. 6, subsec. 
51(6), applicable to 1985 et seg. 


Interpretation Bulletins: IT-381R3: Trusts — capital gains and 
losses and the flow-through of taxable capital gains to beneficiaries. 


Forms: T3, Sched. 3: Calculation of a trust’s eligible taxable capi- 
tal gains. 


(22) Designation of foreign source income by 
trust — For the purposes of this subsection, subsec- 
tion (22.1) and section 126, such portion of a trust’s 
income for a taxation year (in this subsection re- 
ferred to as “that year’) throughout which it is resi- 
dent in Canada from a source in a country other than 
Canada as 


(a) can reasonably be considered (having regard 
to all the circumstances.including the terms and 
conditions of the trust arrangement) to be part of 
the income that, because of subsection (13). or 
(14), was included in computing the income for a 
particular taxation year of a particular beneficiary 
under the trust, and 


(b) is not designated ‘by the trust in respect of any 
other beneficiary thereunder 


shall, if so designated by the trust in respect of the 
particular beneficiary in its return of income under 
this Part for that year, be deemed to be the particular 
beneficiary's income for the particular year from that 
source. . 

Related Provisions: 4(3)— Whether deductions are, applicable 
to a particular-source;, 104(22.2), (22.3) — Recalculation of trust’s 
foreign-source income and foreign. tax. 
History: Subsec. 104(22) substituted by 1994, c. 21, subsec. 46(2), 
applicable to taxation years ending after November 12, 1981 except 
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that, with respect to taxation years of trusts that began before 1988, 
the opening words of subsec. 104(22) shall be read as follows: 


(22) For the purposes of this subsection, subsection (22.1) 
and section 126, such portion of a trust’s income for a taxa- 
tion year (in this subsection referred to as “that year’) from a 
source in a country other than Canada as 


Subsec. 104(22) formerly read: 


(22) Deduction for foreign taxes — For the purposes of this 
subsection and section 126, the following rules apply: 


(a) such portion of the income of a.trust for a taxation 
year throughout which it was resident in Canada (before 
making any deduction under subsection (6) or (12)) from 
sources in a foreign country as 


(i) may reasonably be considered (having regard to 
all the circumstances including the terms and condi- 
tions of the trust arrangement) to be part of the in- 
come that, by virtue of subsection (13) or (14), as the 
case may be, was included in computing the income 
for a taxation year of a particular beneficiary under 
the trust, and 


(11) was not designated by the trust in respect of any 
other beneficiary thereunder, 


shall, if so designated by the trust in respect of the partic- 
ular beneficiary in its return of income for the year under 
this Part, be deemed to be income of the particular bene- 
_ ficiary for the taxation year from sources in that country; 


(b) a beneficiary under a trust shall be deemed to have 
paid as income tax for a taxation year, on the income that 
the beneficiary is deemed by paragraph (a) to have for 
the year from sources in a foreign country, to the govern- 
ment of that country an amount equal to that proportion 
of the income or profits tax paid by the trust for the year 
to the government of that country or to the government of 
a state, province or other political subdivision of that 
country (except such portion of that tax as was deductible 
under subsection 20(11) or deducted undér subsection 
20(12) in computing its income for the year) that 


(1) such portion of the amount included in computing 
the beneficiary’s income for the year by virtue of 
subsection (13) or (14), as the case may be, as is 
deemed by paragraph (a) to be income for the year 
from sources in that country, 


is of 
(11) the income of the trust for the year from sources 


in that country (before making any deduction under 
subsection (6) ‘or (12)); 


(c) the income of a trust from sources in a foreign coun- 
try for a taxation year shall be deemed to be its actual 
income from those sources for the year minus the total of 
the amounts deemed by paragraph (a) to be the income 
therefrom for the year of all beneficiaries under the trust; 
and 


(d).a trust shall be deemed to have paid as income tax to 
the government of a foreign country for a taxation year 
an amount equal to the income or profits tax actually paid 
by it for the year to the government of that country, or to 
the government of a state, province or, other political sub- 
division of that country (except such portion of that tax 
as was deductible under subsection 20(11) or deducted 
under subsection 20(12) in computing its income for the 
year), minus the total of amounts deemed by paragraph 
(b) to have been paid to the government of that country 
for the year by all beneficiaries under the trust. 


Pre-RSC History: That portion of para. 104(22)(a) preceding sub- 
para. (1) amended by 1988, c. 55, subsec. 71(13), to substitute “for a 
taxation year throughout which it was resident in Canada” for “for a 
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taxation year”, 
after 1987. 


All that portion of subsec. 104(22) preceding para. (a) substituted 
by 1980-81-82-83, c.. 140, subsec. 60(7), to substitute “For the pur- 
poses of of this subsection and section 126” for “For the purpose of 
section 126”, applicable to taxation years ending after November 
12, 1981. Paras. 104(22)(b) and (d) substituted by 1980-8 1-82-83, c. 
140, subsecs. 60(8) and 60(9), to add the words “‘or deducted under 
subsection 20(12)”, applicable to taxation years ending after No- 
vember 12, 1981. ; bay 


All that portion of para. 104(22)(b) preceding subpara. (1) and para. 
104(22)(d) substituted by 1973-74, c. 30, subsecs. 10(1), (2) appli- 
cable to 1973 et seq. That portion of para. EY? and ‘para. 
104(22)(d) formerly read: ' 


applicable to taxation years of trusts commencing 


(b) a beneficiary under a trust shall be deemed to have paid as 
income tax for a taxation year,.on the income that he ,is 
deemed by paragraph (a) to have for the year from sources in 
a foreign country, to the government of that country an 
amount equal to that proportion of the’ income or profits tax 
paid by the trust for the year to the government of that coun- 
try or to the government of a state, province or other political 
subdiyision of that country (except such portion of that tax as 
was deductible under subsection 20(11) or (12) in computing 
its income for the year) that 


(d) a trust shall be deemed to have paid as income tax to the 

- government.of a foreign country for a taxation year an 
amount equal to the income or profits tax. actually. paid, by. it 
for the year to the government of that country, or to the gov- 
ernment of a state, province or other political subdivision of 
that country (except such portion of that tax as was deductible 
under subsection 20(11) or (12)'in computing its income for 
the year), minus the aggregate of the amounts deemed by par- 
agraph (b) to have been paid to the government of that coun- 
try for the year by all beneficiaries under the trust. 


Interpretation Bulletins: IT-201R2: Foreign tax credit — trust 
and beneficiaries; IT-506: Foreign income taxes as a deduction from 
income. 


(22.1) Foreign tax deemed paid by benefici- 
ary — Where a taxpayer is a beneficiary under a 
trust, for the purposes of this subsection and section 
126, the taxpayer shall be deemed to have paid as 
business-income tax or non-business-income tax, as 
the case may be, for a particular taxation year in re- 
spect of a source the amount determined by the 
formula 


B 
ACR EH 
C 


where 


A is the amount that, but for subsection (22.3), 
would be the business-income tax or non-busi- 
ness-income tax, as the case may be, paid by the 
trust in respect of the source for a taxation year 
(in this subsection referred to as “that year’) of 
the trust that ends in the particular year; 


B is the amount deemed, because of a designation 
under subsection (22) for that year by the trust, to 
be the taxpayer’s income from the source; and 

C_ is the trust’s income for that year from the source. 


Related Provisions: 4(3)— Whether deductions are applicable 
to a particular source. 


S. 104(23)(c) 


History: Subsec. 104(22:1) added by 1994, ‘c. 21; subsec. 46(2), 
applicable to taxation years ending after November 12, 1981. 


Interpretation Bulletins: IT-201R2: Foreign tax credit — trust 
and beneficiaries. 


(22.2) Recalculation of trust’s foreign source 
income — For the’ purpose ‘of ‘séction 126, there 
shall be deducted in computing a trust’s income from 
a source for a taxation year the total of all amounts 
deemed, because ‘of designations under subsection 
(22) by the trust for the year, to be income of benefi- 
ciaries under the trust from that source. 


History: Subsec. 104(22.2) added by 1994, c. 21, subsec. 46(2), 
applicable to taxation years ending after November 12, 1981. 


Interpretation Bulletins: IT-201R2: “Foreign tax credit — trust 
and beneficiaries. 


(22.3) Recalculation of trust’s foreign tax — 
For the purpose of section 126, there shall be de- 
ducted in computing the business-income tax or non- 
business-income tax paid by a trust: for a taxation 
year in respect of a source the total of all amounts 
deemed, because of designations under ‘subsection 
(22) by the trust for the year, to be paid by benefi- 
ciaries under the trust as business-income tax or non- 
business-income tax, as the case may be, in respect 
of the source. — 

Related Provisions: 126(7)“non-business-income. tax’’(c.1) — 


Amount deducted under 104(22.3) from business-income tax ex- 
cluded from non-business-income tax. 


History: Subsec. 104(22.3) added by 1994, c. 21, subsec. 46(2), 
applicable to taxation years ending after November 12, 1981. 


interpretation Bulletins: IT- 201R2: Foreign tax credit — trust 
and beneficiaries. — 


(22.4) Definitions — For the purposes of subsec- 
tions (22) to (22.3), the expressions. “business-in- 
come tax’? and. “non-business-income tax’? have: the 
meanings assigned by subsection 126(7). 


History: Subsec. 104(22.4) added by 1994, c. 21, subsec. 46(2), 
applicable to taxation years ending after November 12, 1981. 


Interpretation Bulletins: IT- 201R2: Foreign tax credit — trust 
and beneficiaries. 


(23) Testamentary trusts — In the case of a tes- 
tamentary trust, notwithstanding any other provision 
of this Act, the following rules apply: 


(a) the, taxation year of the trust is the period for 
which the accounts.of the trust are made up for 
purposes of assessment under this Act, but no 
such period may exceed 12 months and no 
change in the time when such a period ends may 
be made for the purposes of this Act without the 
concurrence of the Minister; 


(b) when’ a taxation year is referred to by refer- 
ence to a calendar year, the reference is to the 
taxation year or years coinciding with, or ending 
in, that year; 


(c) the income of.a person for a taxation year 
from the trust shall be deemed to be the person’s 
benefits from or under the trust for the taxation 
year or years of the trust that ended in the year 
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determined as provided by this section and sec- 
tion 105; 


(d) where an individual having income from the 
trust died after the end of a taxation year of the 
trust but before the end of the calendar year in 
which the taxation year ended, the individual’s 
income from the trust for the period commencing 
immediately after the end of the taxation year and 
ending at the time of death shall be included in 
computing the individual’s income for the indi- 
vidual’s taxation year in which the individual 
died unless the individual’s legal representative 
has elected otherwise, in which case the legal 
representative shall file a separate return of in- 
come for the period under this Part and pay the 
tax for the period under this Part as if 


(i the individual were another person, 
(11) the period were a taxation year, 


(iii) that other person’s only income for the 
period were the individual’s income from the 
trust for that’ period, and 


(iv) subject to sections 114.2 and 118.93, that 
other person were entitled to the deductions to 
which the individual was entitled under sec- 
tions 110, 118 to 118.7 and 118.9 for the pe- 
riod in computing the individual’s taxable in- 
come or tax payable under this Part, as the 
case may be, for the period; and 


(e) in lieu of making the payments required by 
sections 155, 156 and 156.1, the trust shall pay to 
the Receiver General within 90 days after the end 
of each taxation year, the tax payable under this 
Part by it for the year. 


Related Provisions: 114.2 — Deductions in separate returns; 
118.93 — Credits in separate returns; 120.2(4)(a) — No minimum 
tax carryover on special return under 104(23)(d); 127.1(1)(a) — No 
refundable investment tax credit on special return; 127.55 — Mini- 
mum tax. not applicable. 


History: Para. 104(23)(a) amended by 1996, c. 21, subsec. 18(11), 
applicable after 1994. The para. formerly read: 


(a) the taxation year of the trust is the period for which the 
accounts of the trust have been ordinarily made up and ac- 
cepted for purposes of assessment under this Act and, in the 
absence of an established practice, the period adopted by the 
trust for that purpose (but no such period may exceed 12 
months and a change in a usual and accepted period may not 
be made for the purpose of this Act without the concurrence 
of the Minister); 


Para. 104(23)(e) amended by 1994, c. 8, s. 12, applicable to 1994 et 
seq. Para. (e) formerly read: 


(e) in lieu of making the payments required by section 156, 
the trust shall pay to the Receiver General within 90 days 
from the end of each taxation year, the tax for the year as 
estimated under section 151. 


Pre-RSC History: Subpara. 104(23)(d)(iv) substituted by 1988, c. 
55, subsec. 71(14), applicable to 1988 et seg. Subpara. 
104(23)(d)(iv) formerly read: 


(iv) subject to section 114.2, that other person were entitled to 
the deductions to which the individual was entitled under sec- 
tions 109 to 110.2 for the period in computing his taxable in- 
come for the period; and 
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Para. 104(23)(d) substituted by 1985, c. 45, subsec. 50(6), applica- 
ble to 1985 et seg. Para. 104(23)(d) formerly read: 


(d) where an individual having income from. the trust died af- 
ter the end of.a taxation year of the trust but before the end of 
the calendar year in which the taxation year ended, a separate 
return of his income from the trust after the end of the trust’s 
taxation year to the time of death may be filed and, if such a 
separate return is filed, the tax under this Part shall be paid on 
that income as if it were the income of another person; and 


“Receiver General” substituted for “Receiver General of Canada” 
by 1980-81-82-83, c. 48, s. 115. 


Para. 104(23)(d) substituted by 1973-74, c. 14, subsec. 31(5), appli- 
cable to 1972 et seq. 


Interpretation Bulletins: IT-179R: Change of fiscal period; IT- 
326R3: Returns of deceased persons as “another person”. 


(24) Amount payable — For the purposes of sub- 
paragraph 53(2)(h)(i.1) and subsections (6), (7), (13) 
and (20), an amount shall be deemed not to have be- 
come payable to a beneficiary in a taxation year un- 
less it was paid in the year to the beneficiary or the 
beneficiary was entitled in the year to enforce pay- 
ment of the amount. 


Related Provisions: 94(4)— FAPI does not include “amount 
payable” to beneficiary; 104(18) — Trust for person under age 21. 


Pre-RSC History: Subsec. 104(24) substituted by 1988, c. 55, 
subsec. 71(15), applicable to taxation years of trusts commencing 
after 1987. Subsec. 104(24) formerly read: 


(24) “Amount payable” — For the purposes of subsections 
(6), (7), (8), 13), (20), (25) and 212(11.1), an amount shall 
not be considered to be payable in a taxation year unless it 
was paid in the year to the person to whom it.was payable. or 
he was entitled in that year to enforce payment thereof. 


Subsec. 104(24) substituted by 1974-75-76, c. 26, subsec. 65(4), ap- 
plicable to 1974 et seq., to add references to, subsecs. (25) and 
PAULEBTS : 


Selected Cases [subsec. 104(24)]: Langer Family Trust. v. 
MNR, [1992] 1 C.T.C. 2119 (TCC); appealed to FCTD (April 16, 
1992), File T-907-92 (No deduction where income not “paid in the 
year to the person’). 


Interpretation Bulletins: IT-286R2: Trusts — amount payable! 
IT-342R: Trusts — income payable to beneficiaries; IT-381R3: 
Trusts — capital gains. and losses and the flow-through of taxable 
capital gains to beneficiaries. 


1.T. Technical News: No. 11 (payments made by a trust for the 
benefit of a minor beneficiary). 


(25) [Repealed under former Act] 


Pre-RSC History: Subsec. 104(25) repealed by 1988, c. 55, sub- 
sec. 71(15), applicable to taxation years of trusts commencing after 
1987. Subsec. 104(25) formerly read: 


(25) Excess amount — Such portion of 


(a) where subsection (8) is applicable with respect to a 
particular trust, the amount, if any, referred to in para- 
graph (e) thereof, or 


(b) where subsection (8) is not applicable with respect to 
a particular trust, the amount, if any, by which the aggre- 
gate of all amounts each of which is an amount described 
in subsection (13) exceeds the amount deductible pursu- 
ant to subsection (6) 


as 


(c) may reasonably be considered to be part of the 
amount that by virtue of subsection (13) was included in 
computing the income for a taxation year of a. particular 
beneficiary under the particular trust, and 
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(d) was not designated by the particular trust in respect of 
any, other beneficiary 


shall, if so designated. by the rebar trust in respect of the 
particular beneficiary, in the return of its income for the year 
under this Part, be deemed, for the purposes of subsection 
(13), not to have been payable in the year to the particular 
beneficiary. 


Para. 104(25)(a) substituted by 1984, c. 1, subsec. 45(7), to greta 
tute “(e)” for “(d)”, applicable to taxation years ending after No- 
vember 12, 1981... 


(ii) an amount in respect of the accumulating income 
of the trust for the year that was included in comput- 
ing the income of a preferred beneficiary under, the 
trust by virtue of subsection (14), or 


(iii) an amount paid by. the trust in the year to, the 
extent it was included in computing the income of a 
beneficiary under the. trust by virtue of subsection 
105(2) 


shall be deemed not to have been payable in the year to the 
particular beneficiary. 


Subsec. 104(25) substituted by 1980-81-82-83, c. 140, subsec. | Subsec. 104(25) added by 1974-75-76, c. 26, subsec. 65(4), applica- 
60(10), applicable after November 12, 1981. Subsec. 104(25) for- | ble to 1974 et seq. 


merly read: 
(25):Such portion of the amount, if. any, by which 


(a) the aggregate of all amounts each of which is 


(25. 1) [Repealed under eine? Act} 
Pre-RSC. History: Subsec. 104(25.1) repealed by 1988, ¢. 55, 


; ‘ subsec. 71(15), applicable to taxation years of trusts commencing 
(1) such part of the amount-that would be the income after 1987, Subsec. 104(25.1) formerly read: 


of a trust for the taxation year if no deduction were 
made under subsection (6), (12) or 20(16) or. under 
regulations made under paragraph 20(1)(a) that is 
payable in the year to a beneficiary under the trust, or 


(ii) an amount paid by the trust in the taxation year to 
the extent it was included in computing the income’ 
of a beneficiary under the trust by virtue of subsec- 
tion 105(2) 


exceeds 


(b) the amount deductible under subsection (6) by the 
trust in computing its income for the taxation year 


as may reasonably be considered to be part of the amount that 
by virtue of subsection (13) was included in computing the 
income for the taxation year of a particular designated benefi- 


(25.1) ldem — Such portion of the amount referred to. in par- 
agraph (8)(f) 


(a) as may xeasonably be considered to be part of the 
amount that by, virtue of subsection (13) was included in 
computing the income fora taxation year of a particular 
designated beneficiary under the trust, and 


(b) as was not designated by the trust in respect of any 
other designated beneficiary under the trust 


shall, if so designated by the trust in respect of the particular 
designated beneficiary in the return of its income for the year 
under this Part, be deemed, for the purposes of subsection 
(13), not to have been payable in the year to the particular 
designated beneficiary. 


ciary under the trust, and as was not designated by the trust in That portion of subsec. 104(25.1) preceding para. (a) substituted by 


respect of any other designated beneficiary thereunder, shall, 


1984, c. 1, subsec..45(8), to substitute “(f)” for “(e)”,, applicable to 


if so designated by the trust in respect of the particular desig- taxation years ending after November 12, 1981. 


nated beneficiary in the return of its income for the year 
under this Part, be deemed, for the purposes of subsection 
(13), not to have been payable in the ici to the designated 
beneficiary. 


Subpara. 104(25)(a)(i) substituted by 1977-78, c. 1, subsec. 49(6), 
applicable to taxation years commencing after May 25, 1976 and 
ending after March 31, 1977, to add reference to subsec. 20(16). 
Subsec. 104(25) substituted by 1976-77, c. 4, subsec. 40(4), applica- 
ble to. 1976 et seq. Subsec. 104(25) formerly read: 


(25) In any case where 


(a) the amount that would, but for subsection 104(8), be 
deductible by virtue of subsection 104(6) in computing 
the income for a taxation year of a trust , 


exceeds 


(b) the amount deductible by virtue of subsection 104(6) 
in computing the trust’s income for that year 


(in this subsection referred to as the “excess amount”), for the 
purpose of subsection (13), an amount equal to that propor- 
tion of the excess amount that 


(c) the amount payable to a particular designated benefi- 
ciary under a trust in respect of the trust’s income for the 
year that would but for this subsection, be included in 
computing his income by virtue of subsection (13) 

is of 
(d) the aggregate of amounts each of which is 


(i) such part of the amount that would be the income 
of the trust for the taxation year if no deduction were 


Subsec. 104(25.1) added by 1980-81-82-83, c. 140, subsec. 60(10), 
applicable after November 12, 1981. 


(26) [Repealed under former Act] 


Pre-RSC History: Subsec. 104(26) repealed by 1988, c. 55, sub- 
sec. 71(16), applicable to 1988 et seg. Subsec. 104(26) formerly 
read: 


(26) Portion of interest deemed interest of beneficiary — 
Such portion of the amount, if any, determined in respect of a 
trust for a taxation year under paragraph 110.1(1)(b) if that 
paragraph were read without reference to subparagraphs (ii) 
to (111.2) and clause (iv)(B) thereof-and if subsection 110:1(1) 
were read without reference to the words “(other than a trust 
that is not a testamentary trust within\the meaning assigned 
by paragraph 108(1)(i))” as 


(a) may reasonably be considered (having regard to. all 
the circumstances including the terms and conditions of 
the trust arrangement) to be part of the amount that, by 
virtue of subsection (13) or (14) or section 105, as the 
case may be, was included in computing the income for 
the taxation year of a particular beneficiary under the 
trust, and 


(b) was not designated by the trust in respect of any other 
beneficiary thereunder 


shall, if so designated by the trust in respect of the particular 
beneficiary in the return of its income for the year under this 
Part, be deemed to be interest for the year of the particular 
beneficiary and not to be interest of the trust. 


made under subsection (6) or (12) or under regula- Subsec. 104(26) amended by 1985, c. 45, subsec. 50(7), applicable 
tions made under paragraph 20(1)(a) as would, but to 1985 et seq., to substitute heading “Portion of interest deemed 
for this subsection, be payable in the year to a benefi- interest of beneficiary” for “Portion of interest deemed to be interest 
ciary under the trust, of beneficiary”, and to substitute “to (iii.2)” for “and (iii)”. 
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All that portion of subsec. 104(26) preceding para, (a) substituted 
by 1977-78, c. 1, subsec. a: ae ae to 1977 et seq. That por- 
tion formerly read: 


(26) Such portion of the amount, if any, determined in respect 
of a trust for a taxation year under paragraph 110.1(1)(b) if 
that paragraph were read without reference to subparagraph 
(ii) thereof and‘if subsection 110.1(1) were read’ without ref- 
erence to the words “(other than a trust that is not a testamen- 
tary trust. within. the meaning AFTER BY paragraph 
108(1)G))” as 


Subsec. 104(26) added by 1974-75-76,-c. 26, subsec..65(4), ee 
ble to 1974 er seg., and, for the 1974 taxation year is to be read 
without reference to the words “(if that sea ps were read without 
reference to subparagraph (ii) thereof)”. ( 


(27) Pension benefits — Where ‘a: testamentary 
trust has, in a taxation year throughout which it was 
resident in Canada, received a superannuation or 


pension benefit or a benefit out of or under a foreign - 


retirement arrangement and has designated, in the re- 


turn of its income for the year under this Part, an _ 


amount in respect of a beneficiary under the trust 
equal to such portion (in this subsection referred to 
as the “beneficiary’s share’) of the benefit as 


(a) may reasonably. be considered (having regard | 
to all the circumstances including the terms and _ 
conditions of the trust arrangement) to be part of | 


the amount that, by reason of subsection. (13), 


was included .in computing the income for a par-_ 


ticular taxation year of the beneficiary, and 


(b) was not designated by the trust in respect of | 


any other beneficiary under the trust, 
the following rules apply: 
(c) where 
(i) the benefit 1s an amount described «in sub- 
paragraph (a)(i) of the definition “pension in- 
come” in subsection 118(7), and 
(11) the beneficiary was a spouse of the settlor 
of the trust, 
the beneficiary’s share of the benefit shall be 
deemed, for the purposes of subsections, 118(3) 
and (7),.to, be a payment described in subpara- 
graph (a)(i) of the definition. “‘pension income” in 
subsection 118(7) that is included’ in computing 
the beneficiary’s income for the particwlae year, 
(d) where the benefit 


(1) is a single amount (within the meaning as- 


signed by subsection 147:1(1)), other than an — 


amount that relates to an actuarial surplus, 
paid by a registered pension plan to the trust 
as a consequence of the death of the settlor of 
the trust who was, at the time of death, a 
spouse of the beneficiary, or 


ii) would be an amount included in the total 
determined under paragraph 60(j) in respect of 
the beneficiary for the taxation year of the 
beneficiary in. which the benefit was received 
by the trust if the benefit had been received. by 
the beneficiary at the time it.was received by 
the trust, 
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the beneficiary’s share of the benefit is, for the 
purposes of paragraph 60@), an eligible amount 
in respect of the ‘beneficiary ‘for the particular 
year, and 


(e) where the benefit isa a single ainount (Stithin 
the meaning assigned by subsection 147.1(1)) 
‘paid by a registered pension plan to the trust as:a 

~ consequence of the death of the settlor of the trust 
and the beneficiary was, at the time of the set- 
tlor’s death, under 18 years of age and a child or 
grandchild of the settlor, the beneficiary’s share 
of the benefit (other than any portion thereof that 
relates to an actuarial surplus) shall be deemed, 
for the purposes of paragraph 60(1), to be an 
amount, from. a.registered) pension. plan included 

»4n computing the beneficiary’s income for the 
particular year as a payment described in sub- 
clause 600) (V)B. 1)(I1). 


Related Provisions: 60(1)(v)(B. 1) —Rollover of RRSP/RRIF 
designated benefits to child or grandchild on death; 248(8) — Oc- 
currences as a consequence of death; 252(4) — - Extended meaning 
of “spouse’’. 


History: Paras. 104(27)(c) and (d) amended by 1994, c..7,.Sch. 
VIII (1993, c. 24), subsec. 42(8), applicable after 1992. Paras. (c) 
and (d) formerly read: 


(c) where 


(i) the patiaae is an amount described “ subparagraph 
(a)G) of the definition “pension income’ in subsection 
118(7), and» ; 


(il) the beneficiary was a ‘spouse (in this subsection hhay- 
ing the meaning assigned by subsection 146(1.1)) of the 
settlor of the trust, 


shes beneficiary’s share of the benefit shall be:deemed, fi the 
purposes of subsections 118(3) and (7), to be a payers de- 
scribes in subparagraph (a)(i) of the definition “pension in- 
come’”-in subsection 118(7) that is included in computing | the _ 
beneficiary’ s income for the particular year, 


(d) where the. benefit 


(i) is a single amount:(within the meaning assigned by 
subsection 147.1(1)), other than-an amount that:relates to 
an actuarial surplus, paid by a registered pension plan to 
the trust as a consequence of the death of the settlor of 
the trust who was, at the time of the settlor’s death, a 
spouse of the beneficiary, Chee 


(ii) would be an amount included in the total determined 
under paragraph 60(j) in respect of the beneficiary for the 
taxation year of the beneficiary in which the benefit was 
received ‘by the trust if the benefit had been received ‘by 
the beneficiary at'the time it was received by the:trust, 


the beneficiary’s share of the benefit is, for the purposes of 
paragraph 60(j), an eligible amount in respect of the’ benefici- 
ary for the particular year, and 


That portion of subsec. 104(27) preceding para. (a) substituted by 
1994, c. 7, Sch. If (1991, c. 49), subsec. 75(2), applicable to 1990 er 
seq. That portion formerly read: 


(27) Pension benefits — Where a testamentary trust has re- 
ceived a superannuation or pension benefit in a taxation year 
throughout which it was resident in Canada and has desig- 
nated, in the return of its income for the year under this Part, 
an amount in respect of a beneficiary under the trust equal to 
such portion (in ‘this subsection referred ‘to as the “benefici- 
ary’s share’) of the benefit as 


808 


— 


i tee 


Subdiv. k — Trusts and Beneficiaries 


Pre-RSC History: Subsec. 104(27) substituted by 1990, c. 35, s. 
9, applicable to 1988 et seq., except that 


(a) for the 1988 and 1989 taxation years, the reference to “para- 
graph 60(j)” in subpara. 104(27)(d)(ii) shall read as a reference 
to “paragraph 60(j) or G.01)”; and 


(b) for the 1988 taxation year, subsec. 104(27) shall be read 
without reference to para. (e) thereof. 


Subsec. 104(27) formerly read: 


(27) Part of income included in beneficiary's income — 
Such portion of any amount that would otherwise be included 
under subparagraph 56(1)(a)(i) in computing the income of a 
testamentary trust for a taxation year throughout which it was 
resident in Canada | 


(a) as may reasonably be considered (having regard to all 
the circumstances including the terms and conditions of 
the trust arrangement) to be part, of the amount that by 
virtue of subsection (13) was included in computing the 
income for the taxation year of a particular beneficiary 
under the trust, and ! 


(b) as was not designated by the trust in respect of any 
other beneficiary under the trust 


shall, if so designated by the trust in respect of the particular 
beneficiary in the return of its income for the year under this 
Part, be deemed, for the purposes of subsections 118(3) and 
(7) (where the particular beneficiary was the spouse of the 
individual upon and in consequence of whose death the trust 
arose), this subsection and paragraph 60(j), to be included in 
computing the income for the year of the particular benefici- 
ary by reason of subparagraph 56(1)(a)(1) and not to be in- 
cluded in computing the income of the trust for the year. 


That portion of subsec. 104(27) preceding para. (a) substituted by 
1988, c. 55, subsec. 71(17), applicable to taxation years of trusts 
commencing after 1987. That portion formerly read: 
(27) Portion of income deemed to be included in income 
of beneficiary — Such portion of any amount that would 
otherwise be included in computing the income of a testa- 
mentary trust for a taxation year by virtue of subparagraph 
56(1)(a)@) 
That portion of subsec. 104(27) following para. (b) amended by 
1988, c. 55, subsec. 71(18), to substitute “subsections 118(3) and 
(7)” for “section 110.2”, “by reason of” for “by virtue of’ and “not 
to be included in” for “not to be so included in’, applicable to 1988 
et seq. 
Subsec. 104(27) added by 1980-81-82-83, c. 140, subsec. 60(11), 
applicable to taxation years ending after November 12, 1981. 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans; IT-528: Transfers of funds between regis- 
tered plans. 


Forms: T3 Sched. 7: Statement of pension income allocations or 
designations; T2097: Identification of amounts transferred to an 
RRSP. 


(27.1) DPSP. benefits — Where 


(a) a testamentary trust has received in a taxation 
year (in this subsection referred to as the “trust 
year’) throughout which it was resident in Can- 
ada an amount from a deferred profit sharing plan 


as a consequence of the death of the settlor of the 


trust, 


(b) the settlor was an employee of an employer 
who participated in the plan on behalf of the set- 
tlor, and 


(c) the amount is not part of a series of periodic 
payments, 
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such portion of the amount as 


(d) is included under subsection 147(10) in com- 
puting the income of the trust for the trust year, 


(e) can reasonably be considered (having regard 
to all the circumstances including the terms and 
conditions of the trust arrangement) to be part of 
the amount that was included under. subsection 
(13) in computing the income for a particular tax- 
ation year of a beneficiary under the trust who 
was, at the time of the settlor’s death, a spouse of 
the settlor, and . 


(f) is designated by the trust in respect of the ben- 
eficiary in the trust’s return of income under this 
Part for the trust year 


is, for the purposes of paragraph 60(j), an eligible 
amount in respect of the beneficiary for the particu- 
lar year. 


Related Provisions: 248(8) — Occurrences as a consequence of 
death; 252(4) — Extended meaning of “spouse”. 


History: Para. 104(27.1)(e) amended by 1994, c. 7, Sch. VII 
(1993, c. 24), subsec. 42(9), applicable after 1992. Para. (e) for- 
merly read: 


(e) may reasonably be considered (having regard to all the 
circumstances including the terms and conditions of the trust 
arrangement) to be part of the amount that, by reason of sub- 
section (13), was included in computing the income for a par- 
ticular taxation year of a beneficiary under the trust who was, 
at the time of the settlor’s death, a spouse (within the mean- 
ing assigned by subsection 146(1.1)) of the settlor, and 


Pre-RSC History: Subsec. 104(27.1) added by 1990, c. 35, s. 9; 
applicable with respect to amounts received after 1988. 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans; IT-528: Transfers of funds between regis- 
tered plans. 


(28) [Death benefit] — Such portion of any 
amount received by a testamentary trust in a taxation 
year on or after the death of an employee in recogni- 
tion of the employee’s service in an office or em- 
ployment as may reasonably be considered (having 
regard to all the circumstances including the terms’ 
and conditions of the trust arrangement) to be paid or 
payable at a particular time to a particular benefici- 
ary under the trust shall be deemed to be an amount 
received by the particular beneficiary at the particu- 
lar time on or after the death of the employee in rec- 
ognition of the employee’s service in an office or 
employment and. not to have been received by the 
trust. 


Related Provisions: 56(1)(a)(iii) — Death benefit included in 
income. 


Pre-RSC History: Subsec. 104(28) added by 1980-81-82-83, c. 
140, subsec. 60(11), applicable to taxation years ending after No- 
vember 12, 1981. 


Interpretation Bulletins: IT-508R: Death benefits. 


(29) Amounts deemed payable to benefi- 
ciaries — Where a trust, in its return of income 
under this Part for a taxation year throughout which 
it was resident in Canada, designates an amount not 
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exceeding the proportion of the amount, if any, by 
which 


(a) the total of all.amounts se of which. is. an 
amount that would, but for paragraph 18(1)(.1) 
or (m), be deductible in computing the income of 

' the trust for the year or that is required to be in- 
cluded in computing its income for the year by 
reason of paragraph 12(1)(0) or Sabet 69(6) 
or (7) 


exceeds 


(b) the total of all amounts each of which is. an 
amount that is deductible (otherwise than because 
of the membership of the trust in a partnership) 
under paragraph 20(1)(v.1) in computing the in- 
come of the trust for the year or that would, but 
for section 80.2, be included in computing its in- 
come for the year, 


that 


(c) the total of all amounts each of which is a part 
of the income of the trust for the year computed 
without reference to the provisions of this Act (in 
this subsection referred to as the “trust-purpose 
income” for the year) that was payable in the year 
to a beneficiary of the trust or was included in 
computing the income of a ‘beneficiary of the 
trust for the year by virtue of subsection 105(2) 


is of 
(d) the trust-purpose income of the trust for the 
year, } | 

that designated amount shall, for the purposes of this 


section, be deemed to have become payable by the 
trust to particular beneficiaries of the trust in the year 


in such proportions as are designated by the trust in 


that return of income, provided that those propor- 


tions are reasonable having regard: to the shares of 
the trust-purpose income of the trust for the year in- 
cluded in computing their incomes for the year, 


History: Para. 104(29)(b) amended by 1994, c. 7, Sch. VII (1993, 
c: 24), subsec. 42(10), applicable to taxation years ending after De- 
cember 20, 1991. Para. (b) formerly read: 


(b) the total of all amounts each of which is an amount. de- 
ductible in computing. the income of the trust for the year 
under paragraph 20(1)(v.1) or that would, but for section 
80.2, be included in computing its income for the year, 


Pre-RSC History: Subsec. 104(29) amended by 1988, c. 55, sub- 
sec. 71(19), to substitute “a taxation year throughout which it was 
resident in Canada” for “‘a taxation year” in that portion preceding 
para. (a), “by reason of” for “by virtue of” in para. (a), “income of 
the trust” for “income” in para. (d), and “become payable” for “been 


payable” in that portion following para. (d), applicable to taxation. 


years of trusts commencing after 1987. 


Para. 104(29)(b) amended by 1986, c. 2, s. 23, applicable to 1986 er 
seq., to substitute “that would, but for section 80.2” for “that would, 
but for-section 80.2 or paragraph 81(1)(t) or (s)”. 


Subsec. 104(29) added by 1984, c. 45, s. 33, applicable to 1982 et 
seqg., except that with respect to a designation by a trust of an 
amount in respect of the 1982 or 1983 taxation year under subsec- 
tion 104(29), . 


(a) the trust shall not deduct any amount in computing its in- 
come pursuant to subsection 104(6) to the extent that such 
amount exceeds the aggregate of all proportions designated in 


_ tor’? — 104(5.6), (5.7)(c); 
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respect of beneficiaries: who have concurred in ‘writifig to. the: 


designation, and a beneficiary who, has not-so concurred shall 
not be required to include any amount in computing his income 
under subsection 104(13), asa result of the designation; and 


(b) the designation may be made in the trust’s return of income 
under Part I.for its 1984 taxation year. 


Interpretation Bulletins: IT-342R: Trusts — income © ganeble to 
beneficiaries. 


(30) Tax under Part XIl.2 — For the purposes of 
this Part, there shall be deducted in computing’ the 
income of a trust for a taxation year the tax paid by 
the trust for the year under Part XII.2. 


Related Provisions: DBE ad vac under Part x2 is 
deductible. 


(31) idem — The amount in respect of a taxation 
year of a trust that is deemed under subsection 
210.2(3) to have been paid by. a beneficiary under 
the trust on account of the beneficiary’s tax under 
this Part shall, for the purposes of subsection (13), be 
deemed to be an amount in respect of the income of 
the trust for the year that has become payable by the 


trust to the beneficiary atthe end of the. year. 
_ Pre-RSC History: Subsecs. 104(30), (31) added by 1988, c. 55, 


subsec. 71(19), BPE He ave to taxation years of trusts ‘Comimencing 
after 1987. 


Interpretation Bulletins: IT-342R: Trusts — income payable to 
beneficiaries. 

Definitions [s. 104]: “accumulating income’ ; “alloca- 
ble amount” — 104(15); “allowable capital loss” — 38(b), 248(1); 


“amount”, “assessment” — 248(1); * ‘)(e);. “benefi- 
cially interested” — 248(25); “beneficiary” — 104(5.5), 108(1); 


“brother” — 252(2); “business” — 248(1); ' “business-income 
tax” +-'104(22.4), 126(7); “calendar 
37(1)(a); “Canada” —'255:; “Canadian resource’ property” — 


66(15), 248(1); “capital gain”, “capital loss” — 39(1), 248(1); “cap- 
ital property” — 54, 248(1); “child” — 252(1); “corporation” — 
248(1), Interpretation Act 35(1); “cost amount’ — 108(4), 248(1); 
“created by, the, taxpayer’s will” —.248(9.1); “deferred profit shar- 
ing plan’ — 147(1), 248(1);.“depreciable: property’? — 13(21), 
248(1); “designated beneficiary” — 210; “designated contribu- 
“designation year” — 104(21.2); “dispo- 
104(5.3), (5.8); “dividend” — 248(1); “eligible real 
property gain’, “eligible real property loss”, “eligible taxable capital 
gains” — 108(1); “employee”, “employee benefit plan”, ie 
ployer”, “employment” — 248(1); “estate” 104(1); 248(9)s)“e 

cluded property” — 108(1);“exempt beneficiary” —'104(5.4); ‘fos 
eign resource Brane tly a — 66(15), 248(1); - Fotelee retirement 


” “se 


sition day” — 


ent” — 252(2): 
“inter vivos. trust” “inventory” — 248(1); “in- 
vestment tax credit” — 127(9), 248(1): “Minister” — 248(1); “mu- 
tual fund trust” — 132(6), <248(1);—‘net taxable capital gains” — 
104(21.3); “NISA, Fund No. 2” — 248(1); “non- -business-income 
tax” —- 104(22.4), 126(7); “non-qualifying teal property” — 
108(1); “non-resident” — 248(1); “non-resident-owned investment 
corporation” — 133(8), 248(1); “office” — 248(1); “parent? — 
252(2); “payable” — 104(24); “person”, “personal trust” — 248(1); 
“pre-1972. spousal trust”, “preferred beneficiary”.—.108(1); “‘pre- 
ferred beneficiary’s share” — 104(15); “prescribed”, “property”? — 
248(1); “qualified farm property”, “qualified small business corpo- 
ration share” — 108(1), 110.6(1); “received” — 248(7); “registered 


charity”, “registered pension. plan” — 248(1);“related’? — 
104(5.7)(b), 251(2); “relevant period” — 104(5.7); “resident in 
Canada” — 250; “settlor” — 108(1); “share” — 104(15), 248(1); 


“sister” —'252(2):: ‘small 
“spouse” — 252(3), (4)(a); 


business corporation” —248(1); 
“substituted property” — 248(5);: “su 
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perannuation or pension benefit” — 248(1); “taxable Canadian cor- 
poration” — 89(1), 248(1); “taxable capital gain” — 38(a), 248(1); 
“taxable dividend” — 89(1), 248(1); “taxable income” — 2(2), 
248(1); “taxation year” — 104(23), 249; “taxpayer” — 248(1); “‘tes- 
tamentary trust” — 108(1), 248(1); “trust” — 104(1), 108(1), 
248(1), (3); “trust-purpose income” — 104(29)(c); “uncle” — 
252(2)(f); “vested indefeasibly”? — 248(9.2). 


105. (1).Benefits under trust — The value of. all 
benefits to a taxpayer during a taxation year from or 
under. a trust, irrespective of when created, ‘shall, 
subject to subsection (2), be included in computing 
the taxpayer’s income for the year except to the ex- 
tent that the value 


‘(a) is otherwise required to be included in com- 
puting the taxpayer’s income for a taxation year; 
or 


»(b) has been deducted under paragraph 53(2)(h) 

in computing the adjusted cost base of the tax- 
payer’s interest in the trust or would be so de- 
ducted if that paragraph 


(i) applied in respect of the taxpayer’ $ interest 
in the trust, and 


(ii) were read without reference to clause 
~53(2)(h).1)(B). 
Related Provisions: 104(19) — Portion of dividends deemed re- 
ceived by beneficiary; 104(21) — Portion of capital gains deemed 
gain of beneficiary; 104(23) — Testamentary trusts; 107.3(4) — No 
application to qualifying environmental trusts; 108(5) — 
Interpretation. . 


Pre-RSC History: Subsec. 105(1) substituted by 1988, c. 55, s. 
72, applicable with respect to benefits received from trusts in taxa- 
tion years of the trusts commencing after 1987: Subsec. 105(1) for- 
merly read: 


105: (1) Benefits under trust, contract, etc. — The value of 
all benefits (other than a distribution or payment of capital) to 
‘a taxpayer during a taxation year from or under a trust, con- 
tract, arrangement or power of appointment, irrespective of 
when made or created, shall, subject to subsection (2), be in- 
cluded in computing his income for the year. 


Selected Cases [subsec. 105(1)]: Cooper v. MNR, [1989] 1 
C.T.C. 66 (FCTD). (interest-free loan to beneficiary by trust not 
taxable). 


Interpretation Bulletins: IT-75R3: Sidavs bine fellowships, 
bursaries, prizes, and research grants; IT-243R4: Dividend refund to 
private corporations; IT-524: Trusts — flow-through of taxable div- 
idends to a beneficiary — after 1987. 


1.T. Technical News: No. 11 (payments made by a trust for the 
benefit of a minor beneficiary; taxable benefit for use of personal- 
use, property). 


(2) Upkeep, etc. — Such part of an amount paid by 
a trust out of income of the trust for the upkeep, 
maintenance or taxes of or in respect of property 


that, under the terms of the trust arrangement, is re- 


quired to be maintained for the use of a tenant for 
life or a beneficiary as is reasonable in the circum- 
stances shall be included in computing the income of 
the tenant for life or other beneficiary from the trust 
for the taxation year for which it was paid. 


Related Provisions: 104(6) — Deduction in computing trust in- 
come; 104(13.1), (13.2) — Designation of distributed income by 
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trust; 104(23)—~Testamentary, trusts; 104(29) —— Amounts deemed 
to. be payable to beneficiaries; 108(5) — Interpretation: 
Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations; IT-342R: Trusts — income payable to beneficiaries; 
IT-381R3: Trusts — capital gains and losses and the flow-through 
of taxable capital gains to beneficiaries; FT-465R: Non-resident ben- 
eficiaries of trusts; IT-524: Trusts — flow-through of Gane divi- 
dends to a beneficiary — after 1987. 

I.T. Technical News: No. 11 (taxable benefit for use of personal- 
use; property). ae 
Definitions [s. 105]: “adjusted cost base”’.— 54, 248(1); 
“amount” — 248(1); “beneficiary” — 108(1); “property” — 248(1); 
“taxation year” —— 104(23)(a), 249; “taxpayer” — 248(1); “trust” — 
104(1), 108(1), 248(1), (3). 


106. (1) Income interest in trust — Where an 
amount in respect of a taxpayer’s income interest in 
a trust has been included in computing the taxpayer’s 
income for a taxation year by reason of subsection 
(2) or 104(13), except to the extent that an amount in 
respect of that income interest has been deducted in 
computing the taxpayer’s taxable income pursuant to 
subsection 112(1) or 138(6), there may be deducted: 
in, computing.the taxpayer’s income for, the year, the 
lesser of | 


(a) the amount so included: in computing the-tax- 
payer’s income for the year, and 


(b) the amount, if any, by which the cost to the 
taxpayer of the income interest exceeds the total 
of all amounts in respect of the interest that were 
deductible under this subsection in computing the 
taxpayer’s income for previous taxation years. 


Related Provisions: 115(1)(a)(Gv) — Non-residents’ taxable in- 
come earned in Canada. 


Pre-RSC History: That portion of subsec. 106(1) preceding para. 
(a) amended by 1988, c. 55, s. 73,‘to substitute “by reason of” for 
“by virtue of’ and “subsection 112(1) or 138(6)” for “subsection’ 
112(1), 110:1(1) or 138(6)”, applicable to 1988 et seg. 


_ That portion, of subsec, 106(1) preceding para. (a) substituted by 


1986, c. 55, s. 29, applicable to 1986 et seg. with respect to income 
interests in trusts acquired after 5 p.m. EST, November 26, 1985. 
That portion formerly read: 


106. (1) Income interest in, trust — Where an-amount in re- 
spect of a taxpayer’s income interest. ina trust has been. in- 
cluded in computing his income for a taxation year by virtue 
of subsection 104(13)' or subsection (2) of this section, there 
may be deducted’ in computing his income ‘for the year the 
lesser of 


Interpretation Bulletins: IT-385R2: Disposition of an: income 
interest in a trust. ' 


(1.1) Cost of income interest in a trust — For 
the purposes of subsection (1) and notwithstanding 
paragraph 69(1)(c), the cost to a taxpayer of an in- 
come interest in a trust, other than an interest ac- 
quired by the taxpayer from a person who was the 
beneficiary in respect of, the interest immediately 
before the acquisition thereof by the taxpayer, shall 


‘be deemed to be nil. 


Pre-RSC History: Subsec. 106(1.1) added by 1980-81-82-83, c. 
140, s. 61, applicable after November 12, 1981. 


Interpretation Bulletins: [T-385R2:; Disposition of an income 
interest in a trust. 


S. 106(2) 


(2) Disposition by taxpayer of income inter- 
est — Where in a taxation year a taxpayer disposes 
of an income interest in a trust, 


(a) except where subsection (3) is applicable, 
there shall be included in computing the tax- 
payer’s income for the year the proceeds of the 
disposition; 

(b) any taxable capital gain or allowable capital 
loss of the taxpayer from the disposition shall be 
deemed to be nil; and 


(c) for greater certainty, the cost to the taxpayer 
of each property received by the taxpayer as con- 
sideration for the disposition is the fair market 
value. of the property at. the time of the 
disposition. 
Related Provisions: 107.3(4) — No application to qualifying en- 
vironmental trusts; 115(1)(a)(@av) — Non-residents’ taxable income 
earned in Canada. 


Interpretation Bulletins: IT-385R2: Disposition of an income 
interest ina trust. 


Advance Tax Ruling: ATR-3: Winding-up of an estate. 


(3) Proceeds of disposition of income inter- 
est — For greater certainty, where at any time any 
property of a trust has been distributed by the trust to 
a taxpayer who was a beneficiary under the trust in 
satisfaction of all or any part of the taxpayer’s in- 
come interest in the trust, the trust shall be deemed 
to have disposed. of the property for proceeds of dis- 
position equal to the fair market value of the prop- 
erty at that time. 


interpretation Bulletins: IT-385R2: Disposition of an income 
interest in a trust. 


Definitions [s. 106]: “allowable capital loss” — 38(b), 248(1); 
“amount” — 248(1); “beneficiary” — 108(1); “income interest’ — 
108(1), 248(1); “person” — 248(1); “proceeds of disposition” — 
54, 106(3); “property” — 248(1); “taxable capital gain” — 38(a), 
248(1); “taxable income” — 2(2), 248(1); “taxation year” — 
104(23)(a), 249; “taxpayer” — 248(1); “trust” — 104(1), 108(1), 
248(1), (3). 


107. (1) Disposition by taxpayer of capital in- 
terest — Where a taxpayer has disposed of all or 
any part of the taxpayer’s capital interest in a trust, 


(a) where the trust is a personal trust or a pre- 
scribed trust, for the purpose of computing the 
taxpayer’s taxable capital gain, if any, from the 
disposition, the adjusted cost base to the taxpayer 
of the interest, or the part of the interest, as the 
case may be, immediately before the. disposition 
shall be deemed to be the greater of 


(i) its adjusted cost base, otherwise deter- 
mined, to the taxpayer immediately before the 
disposition, and 
(ii) the amount, if any, by which 
(A) its cost amount to the taxpayer imme- 
diately before the disposition 
exceeds 


(B) the total of all amounts deducted under 
paragraph 53(2)(g.1) in computing its ad- 
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justed cost base to the taxpayer immedi- 
ately before the disposition; 


(b) for greater certainty, for the purposes of com- 
puting the taxpayer’s allowable capital loss, if 
any, from the disposition of the interest or part 
thereof, as the case may be, the adjusted cost base 
to the taxpayer of the interest or part thereof im- 
mediately before the disposition is the adjusted 
cost base to the taxpayer thereof immediately 


before that time as determined under this Act: 


without reference to paragraph (a), 


(c) where the taxpayer is not a mutual fund trust, 
the taxpayer’s loss from the disposition is 
deemed to be the amount, if any; by which the 
amount of that loss otherwise determined exceeds 
the amount, if any, by which 


(i) the total of all amounts each of which was 
received or would, but for subsection 104(19), 
have been received by the trust.on a share of 
the capital stock of a corporation before the 
disposition (and, where the trust is a unit trust, 
after 1987) and 


(A) where the taxpayer is a eecepatanion: 


(I) was a taxable dividend, designated 
under subsection 104(19) by the trust in 


respect of the taxpayer, to the extent of 


the amount of the dividend that was de- 
ductible under section 112. or subsec- 
tion 115(1) or 138(6) in computing the 
taxpayer's taxable income or taxable 
income earned in Canada for ee) taxa- 
tion year, or 


(iI) was an amount dotoauee under 
subsection 104(20) by the trust in re- 
spect of the taxpayer, 


(B) where the taxpayer is another trust, 
was an amount designated under. subsec- 
tion 104(19) or (20) by the trust in eigen 
of the taxpayer, and | 


(C) where the taxpayer is not a corpora- 
tion, trust or partnership, was an amount 


designated under subsection 104(20): by 


the trust in respect of the Eosdissea te 
exceeds 


(11) the portion of the total determined under 
subparagraph (1) that can reasonably be con- 
sidered to have resulted in a reduction, under 
this paragraph, of the taxpayer’ s loss other- 
wise determined from a previous disposition 
of an interest in the trust, and | 


(d) where the taxpayer is a partnership, the share 
of a person (other than another. partnership or a 
mutual fund trust) of any loss of the partnership 
from the disposition is deemed to be the amount, 
if any, by which that loss otherwise determined 
exceeds the amount, if any, by which 


(i) the total of all amounts each. of which is a 
dividend that was received or would, but for 
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subsection 104(19), have been received by the 
trust on a share of the capital stock of a corpo- 
ration before the disposition (and; where the 
trust is a unit trust, after 1987) and 


(A) where the person is a corporation, 


(I) was a taxable dividend that was des- 

ignated under. subsection 104(19) by 
the trust in respect of the taxpayer, to 
the extent of the amount of the divi- 
dend that was deductible under section 
112 or subsection 115(1) or 138(6) in 
computing the person’s taxable income 
or taxable income earned in Canada for 
any taxation year, or 


(II) was a dividend designated under 

subsection 104(20) by the trust in re- 

spect of the taxpayer and was an 
_ amount received by the person, 


(B) where the person is an individual other 
than a trust, was a dividend designated 
under subsection 104(20) by the trust in re- 
spect of the taxpayer and was an amount 
received by the person, and 


(C) where the person is another trust, was 
a dividend designated under subsection 
104(19) or (20) by the trust in respect of 
the taxpayer and was an amount received 
by the person (or that would have been re- 
ceived by the person if this Act were read 
without reference to subsection 104(19)), 


exceeds 


(ii) the portion of the total determined under 
subparagraph (i) that can reasonably be con- 
sidered to have resulted in a reduction, under 
this paragraph, of the person’s loss otherwise 
determined from a previous disposition of an 
interest in the trust, 


except that where the interest was an interest in an 
inter vivos trust not resident in Canada that was pur- 
chased by the taxpayer, paragraph (a) does not apply 
in respect of the disposition of all or any part thereof 
except where subsection (2) is applicable in respect 
of any distribution of property by the trust to the tax- 
payer in satisfaction of that interest or that part 
thereof, as the case may be. 

Related Provisions: 107.3(4) — No application to qualifying en- 
vironmental trusts. 

History: Para. 107(1)(c) amended, and para. (d) added by 1998, c. 
19, subsec. 128(1), applicable to dispositions that occur after April 
26, 1995 except that, for dispositions that occur before 1998, the 
first reference to “loss” in para. 107(1)(c) shall be read as “capital 
loss”. Para. 107(1)(c) formerly read: 


(c) where the taxpayer is a corporation and the interest is not 
an interest in a prescribed trust, its capital loss from the dis- 
position at any time of the interest or part thereof shall be 
deemed to be the amount, if any, by which the amount of its 
loss otherwise determined exceeds the amount, if any, by 
which 


(i) the total of all amounts each of which was received by 
the trust before that time (and, where the trust is a unit 


S. 107(1.1) 


trust, after 1987) and designated by it under subsection 
104(19) or (20) in respect of the corporation 


exceeds 


(ii) such portion of the total referred to in subparagraph 
(i) as can reasonably be considered to have resulted in a 
reduction under this paragraph of its capital loss other- 
wise determined from the disposition before that time of 
an interest in the trust, 


Para. 107(1)(a) amended by 1995, c. 21, s. 35, applicable to taxation 
years that end after February 21, 1994. Para. (a) formerly read: 


(a) where the trust is a personal trust or a prescribed trust, for 
the purposes of computing the taxpayer’s taxable capital gain, 
if any, from the disposition of the interest or part thereof, as 
the case may be, the adjusted cost base to the taxpayer thereof 
immediately before the disposition shall be deemed to be an 
amount equal to the greater of the adjusted ‘cost base to the 
taxpayer thereof otherwise determined immediately before 
that time and the cost amount to the taxpayer thereof immedi- 
ately before that time, 


Para. 107(1)(c) substituted by 1994, c. 21, s, 4], applicable to 1988 
et seq. That para. formerly read: 


(c) where the taxpayer is a corporation and the interest is not 
an interest in a prescribed trust, its capital loss from) the dis- 
position at any time of the interest or part thereof shall be 
deemed to be the amount of its loss otherwise determined mi- 
nus the total of all amounts each of which is an amount re- 
ceived by the trust before that time and designated by it in 
respect of the corporation under subsection 104(19) or (20), 


Para. 107(1)(a) amended by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
76(1), to add “or a prescribed trust’, applicable to dispositions oc- 
curring after 1987, other than a disposition of an interest in a trust, 
the units of which were listed on October 1, 1987 on a prescribed 
stock exchange, occurring before the earlier of 


(a) January 1, 1991, and 


(b) any date after October 1, 1987 on which a beneficial interest 
in the trust. was or is. issued. 


Pre-RSC History: Para. 107(1)(a) amended by 1988, c. 55, sub- 
sec. 74(1), to add “where the trust is a personal trust”, applicable in 
respect of dispositions after 1987 other than a ‘disposition of an in- 
terest in a trust, the units of which were listed. on October 1, 1987 
on a prescribed stock exchange, before the earlier of 


(a) January 1, 1991, and 


(b) any date after October 1, 1987 on which a. beneficial interest 
in the trust. was or is issued. 


Para. 107(1)(c) added by 1980-81-82-83, c. 140, subsec. 62(1), ap- 
plicable with respect to dispositions occurring after November 12, 
1981. 


Subsec. 107(1) substituted by 1973-74, c. 14, subsec. 32(1), applica- 
ble to 1972 et seq. 


Regulations: 3200 (prescribed stock exchange,. for application 
before 1991; technically does not apply to the amending legislation 
[1994, c. 7, Sch. If (1991, c. 49), s. 76]); 4800.1 (prescribed trust). 


Advance Tax Ruling: ATR-38: Distribution of all of the property 
of an estate. 


(1.1) Cost of capital interest in a trust — For 
the purpose of subsection (1) and notwithstanding 
paragraph 69(1)(c), the cost to a taxpayer of a capital 
interest in a trust, other than an interest acquired by 
the taxpayer from a person who was the beneficiary 
in respect of the interest immediately before its ac- 
quisition by the taxpayer or an interest issued to the 


| taxpayer for consideration paid by the taxpayer that 
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is equal to the fair market value of the interest at the 


time of issuance, is deemed to be 


(a) where the taxpayer elects under subsection 


110.6(19) in respect of the interest and the trust 


does not elect under that subsection in respect of 
any property of the trust, the taxpayer’s cost of 
paragraph 


the interest determined under 


110.6(19)(a); and 
(b) in any other case, nil. 


History: Subsec. 107(1.1) amended by 1998, c. 19, subsee 1282), 


applicable to 1994 et seg. Subsec. 107(1.1) formerly read: 


(1.1) Cost.of capital interest in a trust — For the purposes 
of subsection (1) and notwithstanding paragraph 69(1)(c), the 
cost to a taxpayer of a capital interest in a trust, other than an 
interest acquired by the taxpayer from a person who was the 
beneficiary in. respect of the interest.immediately before the 
acquisition thereof by the taxpayer or an interest issued to the 
taxpayer for consideration paid by the taxpayer, that is equal 
to the fair market value thereof at the time of issuance, shall 
be deemed to be nil. 


Pre-RSC History: Subsec. 107(1.1) substituted by 1980 -81-82- 83, 
c. 140, subsec. 62(2), applicable after November 12, 1981. Subsec. 


107(1.1) formerly read: 


_ (1.1) Cost of capital interest in a testamentary trust — 
For the purposes of subsection (1),and notwithstanding para- 
graph 69(1)(c), the cost to a taxpayer of a capital interest in a 
testamentary trust shall be deemed.to be 


(a) where the interest was purchased, the cost otherwise 
determined; 


(b) where paragraph 70(5)(c) applies, the cost therein de- 
termined; and 


(c) in any other case, ‘nil. 


Subsec. 107(1.1) added by 1974-75-76, c. 26, subsec, 66(1), appli- 


cable to 1972 et seq. 


(2) Capital interest distribution by personal 
or prescribed trust — Where at. any time any 
property of a personal trust or a prescribed trust has 
been distributed by the trust to a taxpayer who was a 
beneficiary under the trust in satisfaction of all or 
any part of the taxpayer’s capital interest in the trust, 


the following rules apply: 


(a) the trust shall be deemed to have disposed of 
the property for proceeds of disposition equal to 
its cost amount to the trust immediately before 


that time; 


(b) the taxpayer is, subject to subsection (2.2), 


deemed to have acquired the property at a cost 
equal to the total of its cost amount to the trust 
immediately before that time and the amount, if 


any, by which 


(i) the adjusted cost base to the taxpayer of the 
capital interest or part thereof, as the case may 


be, immediately before that time as deter- 


mined for the purposes of paragraph (1)(b) 
exceeds 


(ii) the cost amount to taxpayer of the capital 


interest or part thereof, as the case.may be, 


immediately before that time; 


(c) the taxpayer shall be deemed to have disposed 


of all or part, as the case may be, of the capital 
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interest for proceeds equal to the cost at which 
the taxpayer is deemed: by paragraph (b): to have 
acquired the property, minus the amount of any 
debt assumed’ by the taxpayer or of any other le- 
gal obligation assumed by the taxpayer to pay 
any amount, if the distribution of the property to 
the taxpayer was conditional on the assumption 
by the taxpayer of the’ debt or obligation; 

(d) where the property so distributed was depre- 


1 ciable property of a prescribed class of the trust 


and. the amount that. was the capital cost to the 
trust of that property exceeds the cost at which 
the taxpayer is deemed by this section to have ac- 
quired the property, for the purposes of sections 
13 and 20 and any regulations made under para- 
graph 20(1)(a) 
(i) the capital cost to, the taxpayer of the prop- 
erty shall be deemed to be the amount that 
was the capital cost of the property to the 
trust, and 


(ii) the excess shall be deemed to have been 
allowed to the taxpayer in respect of the prop- 
‘erty under regulations made under paragraph 
20(1)(a) in computing income for taxation 
years before the acquisition my the taxpayer of 
“the property; and 


(e) [Repealed] 


(f). where the property. so distributed was eligible 
capital property of the trust. in FeSPaGt of a busi- 
ness of the trust, 


(1) where the eligible capital ie of 
the trust in respect of the property exceeds the 
cost at which the taxpayer is deemed by this 
subsection to have acquired the property, for 
the purposes of sections 14, 20 and 24, 


(A) the eligible capital expenditure of the 
taxpayer in respect of the property shall be 
deemed to be the amount that was the eli- 
gible capital expenditure of the trust in re- 
spect of the property, and 


(B) ./4. of the excess shall be deemed to 
have. been. allowed under. paragraph 
20(1)(b). to the taxpayer in respect of the 
property in computing income for taxation 
years ending 


(1), before the acquisition by the tax- 
payer of the property, and 


(IL) after the adjustment time of the tax- 
payer in respect of the business, and 


(ii) for the purposes of determining after that 
time 


(A) the amount deemed under Ai 
~ graph 14(1)(a)(v) to be the taxpayer’s taxa- 

ble capital gain, and 

(B). the amount to be included under sub- 

paragraph 14(1)(a)(v) or paragraph 

14(1)(b) in. computing | the dapayer: S 

income. 
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in respect of any subsequent disposition of the 
property of the business, there shall be added 
to the amount otherwise determined for Q in 
the definition “cumulative eligible capital” in 
subsection 14(5) the amount determined by 
the formula 


Aiton 
C 


where 


A is the amount, if any, determined for Q in 
that definition in respect of the business of 
the trust immediately before the 
distribution, 


Bis the fair market value of the property so 
distributed immediately before the distri- 
bution, and 


C is the fair market value immediately before 
the distribution of all eligible capital prop- 
erty of the trust in respect of the business. 


Related Provisions: 53(4) — Effect on adjusted cost base of 
trust interest; 80.03(1), (3)(b) — Capital gain where subsec. 107(2) 
applies to trust interest on disposition following debt forgiveness; 
104(5.3) — Election by trust to postpone deemed disposition ; 
104(5.8) — Trust transfers; 107(2.01) — Principal residence distri- 
bution by personal trust; 107(3)— Cost of certain property; 
107(4) — Where trust in favour of spouse; 107(4.1) — Where sub- 
sec. 75(2) applicable to trust; 107(5) — Distribution to non-resident. 


History: The opening words of para. 107(2)(b) amended by 1998, 
c. 19, subsec. 128(3), applicable to distributions made after 1993. 
The opening words formerly read: 


(b) the taxpayer shall be deemed to have acquired the prop- 
erty at a cost equal to the total of its cost amount to the trust 
immediately before that time and the amount, if any, by 
which 
Cl. 107(2)(f)G1)(B) amended by 1995, c. 3, s. 29, applicable to dis- 
tributions of property made after February 22, 1994. Cl. — for- 
merly read: 


(B) the amount to be included under paragraph 14(1)(b) in 
computing. the income of the taxpayer 


Para. 107(2)(e) repealed by: 1994, c. 7, Sch, VUI (1993, .c. 24), sub- 
sec. 43(1), applicable to distributions occurring after July 13, 1990. 
Para. (e) formerly read: 


(e) where. the property so distributed was eligible capital 
property of the trust in respect of a business of the trust, 


(1) the references to “its cost amount” in paragraphs (a) 
and (b) shall be read as references to ““/s of its cost 
amount’, and 


(11) where the eligible capital expenditure of the trust in 
respect of the property exceeds the cost at which the tax- 
payer is deemed by this subsection to have acquired the 
property, for the purposes of sections 14, 20 and 24, 


(A) the eligible capital expenditure of the taxpayer in 
respect of the property shall be deemed to be the 
amount that was the eligible capital expenditure of 
the trust in respect of the property, and 


(B) */4 of the excess shall be deemed to have been 
allowed to the taxpayer in respect of the property 
under paragraph 20(1)(b) in computing income for 
taxation years ending 


(1) before the acquisition by the taxpayer of the 
property, and 


S. 107(2.01) 


(IL) after the adjustment time of the taxpayer in 
respect of the business. 


Para. 107(2)(f) added by 1994, c. 7, Sch: VIII (1993, c. 24), subsec. 
43(2), applicable to distributions occurring after 1987. 


Para. 107(2)(e) added by 1994, c. 7, Sch. II (1991, c. 49); subsec. 
76(2), applicable with respect to distributions made after July 13, 
1990. 


Pre-RSC History: That portion of subsec. 107(2) preceding para. 
(a) substituted by 1988, c. 55, subsec. 74(2), applicable with respect 
to distributions after 1987 other than a distribution by a trust, the 
units of which were listed on October 1, 1987 on a prescribed stock 
exchange, before the earlier of 


(a) January 1, 1991, and 
(b) any date after October 1, 1987.0n which a beneficial interest 
in the trust is issued. 

That portion formerly read: 
(2) Distribution by trust in satisfaction of capital inter- 
est — Where at any time any property ofa trust has:been dis- 
tributed by the trust to a taxpayer who was a beneficiary 


under the trust in satisfaction of all or part’ of his capital inter- 
est in the trust, the following rules apply: 


Para. 107(2)(b) substituted by 1973-74, c. 14, subsec. 32(2), appli- 
cable to 1972 et seq. 


Regulations: 3200. (prescribed stock exchange, for application 
before 1991); 4800.1 (prescribed trust). 


Interpretation Bulletins: IT-120R4: Painsifal residence; IT- 
209R: Inter vivos gifts of capital property to individuals; directly or 
through trusts; IT-349R3: Intergenerational transfers of farm prop- 
erty on death; IT-393R2: Election re tax on rents and timber royal- 
ties —~ non-residents. 


Advance Tax Ruling: ATR-38: Distribution of all of the property 
of an estate; ATR-70: Distribution of taxable Canadian property by 
a trust to a non-resident. 


(2.01) Distribution of principal residence — 
Where a property that would, if a personal trust had 
designated the property under paragraph (c.1) of the 
definition “principal residence” in section 54, be a 
principal residence (within the meaning of that defi- 
nition) of the trust for a taxation year, is at any time 
(in this subsection referred to as “that time’’) distrib- 
uted by the trust to a taxpayer in circumstances to 
which subsection (2) applies and subsection (4) does 
not apply and the trust so elects in its return of in- 
come under this Part for the taxation year that in- 
cludes that time, 


(a) the trust shall be deemed to have disposed of 
the property immediately before the particular 
time that is immediately before that time for pro- 
ceeds of disposition equal to the fair market value 
of the property at that time; and | 


(b) the trust shall be deemed to have reacquired 
the property at the particular time at a cost equal 
to that fair market value. 


History: That portion of subsec. 107(2.01) preceding para. (a) 
amended by 1994, c. 7, Sch. VII (1993, c. 24), subsec. 43(3), appli- 
cable to distributions occurring after 1990, except that an election 
by a trust (other than a trust described in subsec. 70(6) or 73(1)) to 
have subsec. 107(2.01), as amended, apply to a distribution by the 
trust occurring after 1990 and before June 11, 1993 may be made by 
the trust by notifying the Minister of National Revenue in writing 
before December 11, 1993. That portion formerly read: 


(2.01) Principal residence distribution by spousal trust — 
Where at any time (in this subsection referred to as “that 
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time”) a property has been distributed by a trust described in 
subsection 70(6) or 73(1) to a taxpayer in circumstances in 
which subsection (2) applies and subsection (4) does not ap- 
ply and the property would, if the trust had designated the 
property under paragraph 54(g), be a principal residence 
(within the meaning assigned by that paragraph) of the trust 
for a taxation year, the following rules apply where the trust 
so elects in its return of income under this Part for the taxa- 
tion year that includes that time: ; 


Subsec. 107(2.01) added by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
76(3), applicable to distributions occurring after May. 9, 1985, ex- 
cept that an election to have the subsec. apply in respect of a distri- 
bution by trust occurring after May 9, 1985 and before December 
18, 1991, that is made by the trust so notifying the Minister of Na- 
tional Revenue in writing before April 1992 shall be deemed to 
have been made in accordance with the subsec.; and, notwithstand- 
ing subsecs. 152(4) to (5), such assessments of tax, interest and pen- 
alties shall be made as are necessary to give effect to the election. 


Interpretation Bulletins: IT-120R4: Principal residence. 


(2.1) Other distributions — Where at any. time 
any property of a trust is distributed by the trust to a 
beneficiary under the trust in satisfaction of all or 
any part of the beneficiary’s capital interest in the 
trust or in satisfaction of a right described in subsec- 
tion 52(6), and subsection (2) does not apply in re- 
spect of the distribution, notwithstanding any other 
provision of this Act other than section 132.2, 


(a) the trust shall be deemed to have disposed of 
the property for proceeds equal to.its fair market 
value at that time; 


(b) the beneficiary shall be deemed to have ac- 
quired the property at a cost eaual.t to that fair 
market value; and 


(c) the beneficiary shall be deemed to have dis- 
posed of the interest or part thereof in the trust or 
the right, as the case may be, for proceeds of dis- 
position equal to the cost at which the beneficiary 
is deemed by paragraph (b) to have acquired the 


property. 


Related Provisions: 53(4) — Effect on adjusted cost base of 
share, partnership interest or trust interest. 


History: The opening words of subsec. 107(2.1) amended by: 1998, 
c. 19, subsec. 128(4), applicable to distributions made after June 
1994. The opening words formerly read: 


(2.1) Other distributions — Where at any time any property 
of a trust has been distributed by the trust to a beneficiary 
under the trust in satisfaction of all or any part of the benefi- 
ciary’s capital interest in the trust or in satisfaction of a right 
described in subsection 52(6) and subsection (2) is not appli- 
cable in respect of the distribution, notwithstanding any other 
provision of this Act, the following rules. apply: 


Pre-RSC History: Subsec. 107(2.1) added by 1988, c. 55, subsec. 
74(3), applicable with respect to distributions of properties by trusts 
after 1987. 


(2.2) Flow-through entity — Where at any time 
before 2005 a beneficiary under a trust described in 
paragraph (h), (i) or G)-of the definition “flow- 
through entity” in subsection 39.1(1) received a dis- 
tribution of property from the trust in satisfaction of 
all or a portion of the beneficiary’s interests in the 
trust and the beneficiary files with the Minister on or 
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before the beneficiary’s filing-due date for the taxa- 
tion year ‘that includes that time an election in re- 
spect of the property in prescribed form, there shall 
be included in the cost to the beneficiary of a partic- 
ular property (other than money) received by the 
beneficiary as part of the distribution of property the 
least of 


(a) the amount, if any, by which the beneficiary’s 
exempt capital gains balance (as defined in sub- 
section 39.1(1)) in respect of the trust for the ben- 
eficiary’s taxation year that includes that time ex- 
ceeds the total of all amounts each of which is 


(i) an amount by which a capital gain is re- 
duced under section 39.1 in the year because 
of the beneficiary’s exempt capital gains bal- 
ance in respect of the trust, 


(ii) 4/3 of an amount by which a taxable capi- 
tal gain is reduced under section 39.1 in the 
year because of the beneficiary’s exempt capi- 
tal gains balance in respect of the trust, or 


(iii) an amount included in the cost to the ben- 
eficiary of another property received by the 
beneficiary at or before that time in the year 
because of this subsection, 


(b) the amount by which the fair market value of 
the particular property at that time exceeds: the 
adjusted cost base to the trust of the particular 
property immediately before that time, and 


(c) the amount designated in respect of the partic- 
ular property in the election. 


Reiated. Provisions: 39.1(1)‘“exempt 5 Ht gains . bal- 
ance” F(a) — Exempt capital gains balance of flow-through entity. 


History: Subsec. 107(2.2) added by 1998, c. 19, subsec. 128(5), 
applicable to distributions made after 1993, and a prescribed form 
filed under subsec. 107(2.2) before January 1999 is deemed to be 
filed on time. 


(3) Cost of property bittier that non- 
depreciable capital property — Where the prop- 
erty referred to in subsection (2) that was distributed 
by a trust to a taxpayer was property other than capi- 
tal property that was not depreciable property, for 
the purpose of determining the cost to the taxpayer 
of the property under paragraph (2)(b) (except for 
the purposes of that paragraph as it applies to deter- 
mine the taxpayer’s proceeds of disposition of the 
taxpayer’s capital interest under paragraph (2)(c)), 
the reference in paragraph (2)(b) to “the amount” 
shall be read as a reference to ““/2 of the amount”. 


Pre-RSC History: Subsec. 107(3) amended by 1986, c. 6, s. 52, 
applicable to 1986 ef seq.,.to substitute heading “Cost of property 
other than non-depreciable capital property” for “Determination of 
cost of property other than an indexed security or a non-depreciable 
capital property”, and “other than capital property” for “other than 
an indexed security or capital property”. 


Subsec. 107(3) substituted by 1984, c. 1)'s. 46, to add “an indexed 
security or”, applicable after September 30, 1983. 


Subsec. 107(3) substituted by 1974-75-76, c. 26, subsec. 66(2), ap- 
plicable to 1972 et seq. 
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(4) Where trust in favour of spouse — Where 


(a) at any time property of a trust is distributed by 
the trust to a beneficiary in circumstances to 
which subsection (2) would, but for this subsec- 
tion, apply, | 


(a.1) the trust is described in paragraph 104(4)(a), | 


(a.2) the property so distributed by the trust was 
capital property, a Canadian resource property, a 
foreign resource property or property that was 
land included in the inventory of the trust, 


(b) the taxpayer to whom the property is so dis- 
tributed is a person other than the spouse referred 
to in paragraph 104(4)(a) in respect of the trust, 
and 


(c) that spouse is alive on the day the property is 
so distributed, 


notwithstanding paragraphs (2)(a) to (c), the follow- 
ing rules apply: 


(d) the trust shall be deemed to have disposed of 
the property and to have received proceeds of dis- 
position therefor equal to its fair market value at 
that time, 


(e) the taxpayer shall be deemed to have acquired 
the property at a cost equal to those proceeds, and 


(f) the taxpayer shall be deemed to have disposed 
of all or part, as the case may be, of the tax- 
payer’s capital interest in the trust for proceeds of 
disposition equal to the cost at which, but for this 
subsection, the taxpayer would be deemed by 
paragraph (2)(b) to have acquired the property, 
minus the amount of any debt assumed by. the 
taxpayer or of any other legal obligation assumed 
by the taxpayer to pay any amount, if the distri- 
bution of the property to the taxpayer was condi- 
tional on the assumption by the taxpayer of the 
debt or obligation. 


Related Provisions:. 53(4) — Effect on adjusted cost base of 
share, partnership interest or trust interest; 104(6) -— Deduction in 
computing income of trust; 107(5) — Distribution to non-resident 
beneficiary; 108(1) — “accumulating income”. 


History: All that. portion of subsec., 107(4). preceding para. (e) 
amended by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 43(4), appli- 
cable to distributions occurring after December 20, 1991 except that 
para. (d) as amended does not apply to distributions occurring 
before 1993. That portion formerly read: 


(4) Where trust in favour of spouse — Where the trust re- 
ferred to in subsection (2) was a trust described in paragraph 
104(4)(a) and 


(a) the property so distributed by the trust was capital 
property, a Canadian resource property, a foreign re- 
source property or property that was land included in the 
inventory of the trust, 


(b) the taxpayer to whom the property was so distributed 
was a person other than the spouse, and 


(c) the spouse was alive at the time the property was so 
distributed, 


S. 107(4.1)(a) 


notwithstanding paragraphs (2)(a) to (c), the following rules 
apply: 


(d) the trust shall be deemed to have disposed of the 
property and to have received proceeds of disposition 
therefor equal to, 


(1) where the property was depreciable property of 
the trust of a prescribed class and. the fair market 
value of that property at that time exceeds its cost 
amount to the trust at that time, the amount of that 
cost amount plus '/2 of the amount of the excess, 


(ii) where the property was depreciable property of 
the trust of a prescribed class and the cost amount of 
that property to the trust at that time exceeds its fair 
market value at that time, the amount of that fair 
market value plus '/2 of the amount of the excess, and 


(111) in any other case, its fair market value at that 
time, 


Pre-RSC History: Para. 107(4)(a) amended by 1985, c. 45, sub- 
sec. 51(1), to substitute “a Canadian resource property, a foreign 
resource property” for “property referred to in any of subparagraphs 
59(2)(a) to (e)”, and to substitute “of the trust” for “of a business of 
the trust”, applicable to taxation years commencing after 1984. 


Para. 107(4)(a). substituted by 1980-81-82-83, c. 140, subsec. 62(3), 
to add reference to the words “property referred to in any of 
paragraphs 59(2)(a) to (e) or property that was land included in the 
inventory of a business of the trust”, applicable after November 12, 
1981. 


Subsec. 107(4) substituted by 1976-77, c. 4; s. 41, applicable in re- 
spect of distributions of property after May 25, 1976. Subsec. 
107(4) formerly read: 


(4) Where the trust referred to in subsection (2) was a trust 
described in paragraph 104(4)(a) and 


(a) the property so distributed by the trust was capital 
property other than depreciable property, 


(b) the taxpayer to whom the property was so distributed 
was a person other than the spouse, and 


(c) the spouse was alive at the time the property was so 
distributed; 


notwithstanding paragraphs (2)(a) to (d), the following rules 
apply: | 
(d) the trust shall be deemed to have disposed of the 


property for proceeds equal to its fair market value at that 
time; 


(e) the taxpayer shall be deemed to have acquired the 
property at a cost equal to that fair market value, and 


(f) the taxpayer shall be deemed to have disposed of all 
or part, as the case may be, of his interest in the trust, for 
proceeds of disposition equal to that fair market value. 


Interpretation Bulletins: IT-120R4: Principal residence; IT- 
286R2: Trusts — amount payable; IT-381R3: Trusts — capital 
gains and losses and the flow-through of taxable capital gains to 
beneficiaries; IT-465R: Non-resident. beneficiaries of trusts. 


(4.1) Where subsec. 75(2) applicable to 


trust — Where any property of a personal trust or a 
prescribed trust is distributed by the trust to a tax- 
payer who was a beneficiary under the trust in satis- 
faction of all or any part of the taxpayer’s capital in- 
terest in the trust and 


(a) subsection 75(2) was applicable at any time in 
respect of any property of the trust, 
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(b) the taxpayer was a person other than 


(i) the person from whom the trust directly or 
indirectly received the property, or property 
for which the property was substituted, or 


(41) an individual in respect of whom subsec- 
tion 73(1) would be applicable on the transfer 
of capital property from the person described 
in subparagraph (i), and 
(c) the person described in subOMIaBRiph (b)(i) 
was alive at the time the property was distributed, 


notwithstanding paragraphs (2)(a) to (c), the rules 
described in paragraphs (4)(d) to (f) apply. 
Related Provisions: 248(5) — Substituted property. 
Pre-RSC History: Subsec. 107(4.1) added by 1988, c. 55, subsec. 


74(4), applicable with respect to distributions of properties by trusts 
after 1988. 


Regulations: 4800.1 (prescribed trust). 


(5) Distribution to non-resident — Where sub- 
section (2) applies to the distribution by a trust of 
any property (other than a Canadian resource prop- 
erty, excluded property or property that would, if at 
no time in the taxation year of the trust in which it is 
so distributed the trust is resident in Canada, be taxa- 
ble Canadian property) to a non-resident taxpayer 
(including a partnership other than a Canadian part- 
nership) who is a beneficiary under the trust, not- 
withstanding paragraphs (2)(a) to (c), | 

(a) the trust shall be deemed to have disposed of 

the property for proceeds equal to its fair market 

value at that time; 


(b) the taxpayer. shall be deemed to have acquired 
the property at a cost equal to that fair market 
value; and 


(c) the taxpayer shall be deemed to have disposed 
of all or part, as the case may be,.of the tax- 
payer’s interest in the trust, for proceeds of dispo- 
sition equal to the adjusted cost base to the tax- 
payer of the interest or part thereof, as the case 
may be, immediately before the property was so 
distributed. 


Related Provisions: 53(4) — Effect:on adjusted cost base of 
share, partnership interest or trust interest; 212(11) — Payment to 
non-resident beneficiary deemed paid as income of trust for, with- 
holding tax purposes. 


History: That portion of subsec. 107(5) preceding para. (a) 
amended by 1994, ¢. 7, Sch. VIII (1993, c. 24), subsec. 43(5), appli- 
cable to: distributions. occurring after 1991. That portion formerly 
read: 


(5) Distribution to non-resident — Where subsection (2) is 
applicable in respect of the distribution, by a trust of any prop- 
erty (other than a Canadian resource property or property that 
is or would, if at no time in the taxation year of the trust in 
which it was so distributed the trust had been resident in Can- 
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ada, be taxable Canadian property) to a non-resident taxpayer 
(including a partnership other than a Canadian partnership) 
‘who was a beneficiary under the trust, notwithstanding 
_ paragraphs (2)(a) to (c), the following rules apply: 
Pre-RSC History: That portion of subsec::107(5) preceding para. 
(a) substituted by 1988, c. 55, subsec. 74(5), applicable with respect 
to distributions of properties by trusts after 1987. iiss pomion for- 
merly read: 
(5) Distribution to non-resident beneficiary — Where sub- 
section (2) is applicable in respect of the distribution by a 
trust of any property of the trust to a non-resident taxpayer 
who was a beneficiary under the trust and the property was 
not taxable Canadian property or property that would be taxa- 
ble Canadian property if at no time in the taxation year of the 
trust in which it was so distributed the trust had: been’ resident 
in Canada, notwithstanding paragraphs (2)(a) to (c), the fol- 
lowing rules apply: 
Subsec. 107(5) substituted by 1976-77, c. 4, s. 41, applicable in re- 
spect of distributions of property after we Pio pald be ia Subsec. 
107(5) formerly read: 


(5) Where subsection (2) is applicable in respect of the Hisere 
bution by.a trust of any property of the trust to a non-resident 
taxpayer who was a beneficiary under the trust and the prop- 
erty was not taxable Canadian property or property that 
would be taxable Canadian property if at no time in the. taxa- 
tion year of the trust in which it was so distributed the trust 
had been resident in Canada, notwithstanding paragraphs 
(2)(a) to (c) the provisions of paragraphs (4)(d) to (f) are ap- 
plicable in respect of the property as if the reference in para- 
graph (4)(f) to “that fair market value” were read as a refer-. 
ence to “the adjusted cost base to him of the interest or part 
thereof, as the case may be, immediately before the property 
was so distributed”. 


Advance Tax Ruling; ATR-70: Distribution of taxable Ganaiian 
property by a trust to a non-resident. 


(6) Loss reduction — Notwithstanding any other 
provision of this Act, where a person or partnership 
(in this subsection referred to as the “vendor’”) has 
disposed of property and would, but for this subsec- 
tion, have had a loss from the disposition, the ven- 
dor’s loss otherwise determined in respect of the dis- 
position shall be reduced by such portion of that loss 
as may reasonably be considered to have i 
during a period in which | 
(a) the property or property for which it-was sub- 
stituted was owned by a trust; and 
(b) neither the vendor nor a person that would, if 
section 251.1 were read without reference to the 
definition “controlled” in subsection 251.1(3), be 
affiliated with the vendor had a capital interest in 
the. trust. | 


Related Provisions: 248(5) — Substituted property. 


History:, Para. 107(6)(b) amended by. 1998, c. 19, subsec..128(6), 
applicable after April 26, 1995. Para. 107(6)(b) formerly read: - 


(b) neither 
(i) the vendor, nor 
(ii) any person related to the vendor, nor 


(iii) any partnership of which the vendor or a person re- 
lated to the vendor was a majority interest partner (within 
the meaning assigned by subsection 97(3.1)) 


had a capital interest in the trust. 


Pre-RSC History: Subsec. 107(6) added by 1987, c. 46, s. 35, 
applicable with respect to property distributed to a beneficiary from 
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a trust in satisfaction of all or part of a capital interest in, the trust 
that was acquired by the beneficiary after January. 15,°1987, except 
where the beneficiary acquiring the interest was obliged on that date 
to acquire it pursuant to an agreement in writing entered into on or 
before that date. 


Interpretation — “obliged to acquire or dispose of 
property or to acquire Setladse! of a corporation”: 19ST °C: 
46, s. 72 reads as follows: 


72, For the purposes of this Act, a person shall be considered 
not to be obliged either to acquire or dispose of property or to 
- acquire control of a corporation, as the case may be, if the 
person may be excused from performing the obligations as a 
result of changes to the [/ncome Tax Act] affecting acquisi- 
tions or dispositions of property or acquisitions of control of 


corporations. 
Definitions [s. 107]: “ > “affili- 
ated” — 251.1; -“allowable’ capital loss” — 38(b), 248(1); 
“amount” — 248(1); “beneficiary” — 108(1); “business” — 248(1); 


“Canada” — 255; “Canadian partnership” — 102(1), 248(1); “Ca- 
nadian resource property” — 66(15), 248(1); “capital interest” — 
108(1), 248(1); “capital loss” — 39(1)(b), 107(1)(c), 248(1); “capi- 
tal property” — 54, 248(1); “corporation” — 248(1), Interpretation 
Act 35(1); “cost amount” — 108(1), 248(1);-“depreciable prop- 
erty” — 13(21), 248(1); ren Dine capital expenditure” — 14(5), 
248(1); Diese capital property” — 54, mei ape prop- 
erty” — -n- 
ventory’, Gnaunanee SerpOrati cnt? — 248(1); “inter vivos trust” — 
108(1), 248(1); “mutual fund trust”? — 132(6), 248(1); ‘“‘non-resi- 
dent” — 248(1); “person”, “personal trust”, “prescribed”, “‘prop- 
erty”, “regulation” — 248(1); “related” — 251(2); “resident in Can- 
ada” — 250; “spouse” — 252(4)(a); “substituted property” — 
248(5); “taxable Canadian property” — 115(1)(b), 248(1); “taxable 
capital gain” — 38(a), 248(1); “taxation year” — 104(23)(a), 249; 
“taxpayer” — 248(1); “testamentary trust” — 108(1), 248(1); 
“trust” — 104(1), 108(1), 248(1), (3); “unit-trust” — 108(2), 248(1). 


107.1 Distribution by ee te 5 trust or 
employee benefit plan — Where at any time any 
property of an employee trust or a trust governed by 
an employee benefit plan has been distributed by the 
trust to a taxpayer who was a beneficiary under the 
trust in satisfaction of all or any part of the tax- 
payer’s interest in the trust, the following rules 


apply: 
(a) in the case of an employee trust, 
(i) the trust shall be deemed to have. disposed 
of the property immediately before that time 


for proceeds of disposition equal to. its fair 
market value at that time, and 


(1i) the taxpayer shall be deemed to have ac- 


quired the property at a cost equal to its fair 


market value at that time; 


(b) in the case of a trust governed by. an.employee 
benefit plan, 


(i) the trust shall be deemed to have disposed 
of the property for proceeds of disposition 
equal to its cost amount to the trust immedi- 
ately before that time, and 


(ii) the taxpayer shall be deemed to have ac- 
quired the property ata cost equal to the 
greater of 


(A) its fair market value at that time, and 
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(B) the adjusted cost base to the taxpayer 
of the taxpayer’s interest or part thereof, as 
the case may be, immediately before that 
time; 
(c) the taxpayer shall be deemed to have disposed 
of the taxpayer’s interest or part thereof, as the 
case may be, for proceeds of disposition equal to 
the adjusted cost base to the taxpayer of that in- 
terest or part thereof immediately before that 
time; and 


(d) where the property was depreciable property 
of a prescribed class of the trust and the amount 
that was the capital cost to the trust of that prop- 
erty exceeds the cost at which the taxpayer is 
deemed by this section to have acquired the prop- 
erty, for the purposes of sections 13 and 20 and 
any regulations made under paragraph 20(1)(a), 


(i) the capital cost to the taxpayer of the prop- 
erty shall be deemed to be the amount that 
was the capital cost of the property to the 
trust, and 


(ii) the excess shall. be deemed to have been 
allowed to the taxpayer in respect of the prop- 
erty under regulations made under paragraph 
20(1)(a) in. computing income for taxation 
years before the acquisition by the taxpayer of 
the property. 
Related Provisions: 6(1)(g) — Income from employee benefit 
plan; 6(1)(h) — Income from employee trust; 18(1)(0) — No de- 
duction for employee benefit plan contributions; 32.1 — Employee 
benefit plan deductions;.104(6) — Deduction in computing income 
of trust; 104(13) — Income payable to beneficiary. 


Pre-RSC History: S. 107.1 added by 1980-81-82-83, c. 48, s. 55, 
applicable to 1980 ef seq. 

Definitions [s. 107.1]: “adjusted cost base” — 54, 248(1); 
“amount”, “cost amount” — 108(1), 248(1);. “depreciable prop- 
erty” — 13(21); 248(1); “employee benefit plan”, “employee trust”, 
“prescribed”, “property”, “regulation” — 248(1); “taxation year” — 
249; “taxpayer” — 248(1); “trust” — 104(1), 108(1),.248(1), (3). 
Interpretation Bulletins: IT-502: Employee benefit plans and 
employee trusts. 


107.2 Distribution by a retirement 
compensation arrangement — Where, at any 
time; any property of a trust governed. by a retire- 
ment compensation arrangement has been distributed 
by the trust to’a taxpayer who was a beneficiary 
under the trust in satisfaction of all or any part of the 
taxpayer’s interest in the trust, for the purposes of 
this Part and Part XI.3, the following rules apply: 


(a) the trust shall be deemed to have disposed of 
the property for proceeds of disposition equal to 
its fair market value at that time; 


(b) the trust shall be deemed to have paid to the 
taxpayer as a distribution an amount equal to that 
fair market value; 


(c) the taxpayer shall be deemed to have acquired 
the property at a cost equal to that fair market 
value; 
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(d) the taxpayer shall be deemed to have disposed 
of the taxpayer’s interest or part thereof, as the 
case may be, for proceeds of disposition equal to 
the adjusted cost base to the taxpayer of that in- 
terest or part thereof immediately before that 
time; and 


(e) where the property was depreciable property 
of a prescribed class of the trust and the amount 
that was the capital cost to the trust.of that prop- 
erty exceeds the cost at which the taxpayer is 
deemed by this section to have acquired the prop- 
erty, for the purposes of sections 13 and 20 and 
any regulations made under paragraph 20(1)(a), 


(1) the capital cost to the taxpayer of the prop- 
erty shall be deemed to be the amount that 
was the capital cost of the property to the 
trust, and 


(ii) the excess shall be deemed to have Been 
allowed to the taxpayer in respect of the prop- 
erty under regulations made under paragraph 
20(1)(a) in computing the taxpayer’s income 
for taxation years before the acquisition by the 
taxpayer of the property. 
Related Provisions: 56(1)(x)-(z) — Benefits from retirement 
compensation arrangement; 60(t) — Amount included under para. 
56(1)(x) or (z) or subsec. 70(2); 60(a) — Amount included under 
para. 56(1)(y); 153(1)(q) — Withholding required on distribution by 
RCA; Part XI.3 — Tax in respect of retirement compensation 
arrangements. 
Pre-RSC History: S. 107.2 added by 1987, c. 46, s. 36, applicable 
after October 8, 1986. 


Definitions [s. 107.2]: “adjusted cost base’ — 54, 248(1); “de- 


piece property” — 13(21), 248(1); “prescribed”, “property”, 
“regulation”, “retirement compensation arrangement” —248(1); 
“taxation year’ — 249; “taxpayer” — 248(1); “trust” — 104(1), 


108(1), 248(1), (3). 


107.3 (1) Treatment of beneficiaries under 
qualifying environmental trusts — Where a 
taxpayer is a beneficiary under a qualifying environ- 
mental trust in a taxation year of the trust (in this 
subsection referred to as the “trust’s year’’) that ends 
in a particular taxation year of the taxpayer, 


(a) subject to paragraph (b), the taxpayer’s in- 
come, non-capital loss and net capital loss for the 
particular year shall be computed as if the amount 
of the income or loss of the trust for the trust’s 
year from any source or from sources in a partic- 
ular place were the income or loss of the taxpayer 
from that source or from sources in that particular 
place for the particular year, to the extent of the 
portion thereof that can reasonably be considered 
to be the taxpayer’s share of such income or loss; 
and 


(b) if the taxpayer is non-resident at any time in 
the particular year and an income or loss de- 
scribed in paragraph (a) or an amount to which 
paragraph 12(1)(z.1) or (z.2) applies would not 
otherwise be included in computing the tax- 
payer’s taxable income or taxable income earned 
in Canada, as the case may be, notwithstanding 
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any other provision of this Act, the income, the 
loss or the amount shall be attributed to the carry- 
ing on of business in Canada by the taxpayer 
through a fixed place of business located in the 
province in which the site to which the trust re- 
lates is situated. 

Related Provisions: 12(1)(z.1) — Inclusion in income of amount 


received from trust; 87(2)(j.93) — Amalgamations — continuing 
corporation; 107.3(2) — Where property transferred to beneficiary. 


History: The opening words of subsec. 107.3(1) and para. 
107,.3(1)(b) amended by 1998, c. 19, subsecs. 18(1), (2), applicable 
to taxation years that end after February 18, 1997. The opening 
words and para. (b) formerly read: 


107.3 (1) Treatment of beneficiaries under mining 
reclamation trusts — Where a taxpayer is a beneficiary 
under a mining reclamation trust in a taxation year of the trust 
(in this subsection referred to as the “trust’s year”) that ends 
in a particular taxation year of the taxpayer, 


(b) where the taxpayer is non-resident at any time in the par- 

. ticular year and an income or loss described in paragraph (a) 
or an amount to which paragraph 12(1)(z.1) or (z.2) applies 
would not otherwise be included in computing the taxpayer’s 
taxable income or taxable income earned in Canada, as the 
case may be, notwithstanding any other provision of this Act 
the income, the loss or the amount, shall. be attributed to the 
carrying-on of business in Canada by the taxpayer through a 
fixed place of business located in the province in which the - 
mine to which the trust relates is situated. 


Subsec. 107.3(1) added by 1995, c. 3, s. 30, applicable to taxation 
years that end after February 22, oo 


(2) Transfers to beneficiaries — Where Broparty 
of a qualifying environmental trust is transferred at 
any time to a beneficiary under the trust in satisfac- 
tion of all or any part of the beneficiary’s interest as 
a beneficiary under the trust, 


(a) the trust shall be deemed to have disposed of 
the property at that time for proceeds of disposi- 
tion equal to its fair market value at that time; and 


(b) the beneficiary shall be deemed to have. ac- 
quired the property at that time at a cost equal to 
its fair market value at that time. 
Related Provisions: 87(2)(j.93) — Amalgamations — continu- 
ing corporation; 107.3(1) — Income or loss flowed through to 
beneficiaries. 


History: The opening words of subsec. 107.3(2) amended by 1998, 
c. 19, subsec. 18(3), applicable to taxation years that end after Feb- 
ruary 18, 1997. The opening words formerly read: 


(2) Transfers to beneficiaries — Where property of a -min- 
ing reclamation trust is transferred at any time to a benefici- 
ary under the trust in satisfaction of all or any part of the ben- 
eficiary’s interest as a beneficiary under the trust, 


Subsec. 107.3(2) added by 1995, c: 3, s. 30, applicable ‘to taxation 
years that end after February 22, 1994. 


(3) Ceasing to be a qualifying environmental 
trust — Where a trust ceases at any time to be a 
qualifying environmental trust, 


(a) the taxation year of the trust that would other- 
wise have included that time is deemed to have 
ended immediately before that time and a new 
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taxation year of the trust is deemed to have begun 


at that time; 
(b) the trust shall be deemed to have disposed im- 


mediately before that time of each property held | 


by the trust immediately. after that time for pro- 
ceeds of disposition equal to its fair market value 
at that time and to have reacquired immediately 


after that time each such property for an amount | 


equal to that fair market value; 


(c) each beneficiary under the trust TRH eA td | 


before that time shall be deemed to. have received 
at that time from the trust. an amount equal to the 


percentage of the fair market value of the proper- 


ties of the trust immediately after that time that 
can reasonably be considered to be the benefici- 
ary’s interest in the trust; and 


(d) each beneficiary under the trust shall be 
deemed to have acquired immediately after that 
time an interest in the trust at a cost equal to the 
amount deemed by paragraph (c) to have been re- 
ceived by the beneficiary from the trust. 


Related Provisions: 87(2)(j.93) — Amalgamations —continu- 


ing corporation. 


History: The portion of subsec. 107.3(3) before para. (b) amended 
by 1998, c. 19, subsec. 18(4), applicable to taxation years that end 
after February 18, 1997. The portion formerly read: 


(3) Ceasing to be a mining reclamation trust — Where a 
trust ceases at any time to be a mining reclamation trust, 


(a) the taxation year of the trust that would otherwise 
have included that time shall be deemed to have ended at 
that time and a new taxation year of the trust shall be 
deemed to have begun immediately after that time; 


Subsec. 107.3(3) added by 1995, c. 3, s. 30, applicable to taxation 
years that end after February 22, 1994. 


(4) Application — Subsection 104(13) and sections — 


105 to. 107 do not apply to a trust with respect to a 
taxation year during which it is a qualifying environ- 
mental] trust. 


Related Provisions: 12(1)(z.1)— Income inclusion in lieu of 
application of 104(13); 75(3)(c.1) — Reversionary trust rules do not 
apply. 

History: Subsec. 107.3(4) amended by 1998, c. 19, subsec. 18(5), 
applicable to taxation years that end after February 18, 1997, and 
amended by 1997 Budget, effective for taxation years that end after 
February 18, 1997, to change “mining reclamation trust” to ““quali- 
fying environmental trust”. Subsec. 107.3(4) formerly read: 


(4) Application — Subsection 104(13) and sections 105 to 
107 do not apply to a trust with respect to a taxation year 
during which it is a mining reclamation trust. 


Subsec. 107.3(4) added by 1995, c. 3, s. 30, applicable to taxation 
years that end after February 22, 1994. 


Definitions: “business” — 248(1), 253; “net capital loss”, “non- 
capital loss” — 111(8), 248(1); “non-resident” — 248(1); “prop- 
erty” — 248(1); “province” — Interpretation Act 35(1); “qualifying 


“taxable income” —2(2), 248(1); 
“taxation year” — 
“trust’s year” — 


environmental trust” — 248(1); 
“taxable income earned in Canada” — 248(1); 
11(2), 107.3(3)(a), 249; “taxpayer” — 248(1); 
107.3(1). 


108. (1) Definitions — In this subdivision, 


S. 108(1) ace 


“accumulating Income” of a trust for a taxation 
year means the amount that would be the income of 
the trust for the year if that amount were _ 


(a) computed without reference to sub GHG NS 
104(5. 1) and (12), 


(b) computed as if the greatest amount that the 
trust. was entitled to claim under subsection 
104(6) in computing its income for the year were 
so claimed, 


-(c) where the trust 


(i) is a pre-1972 spousal trust at _ end of the 
year, 


(11) 1s described in paragraph 104(4)(a), or 


(ii) elected under subsection 104(5.3) for a 
preceding taxation year, 


computed without reference. to subsections 
104(4), (5) and (5.2) and 107(4), 


(d) where the trust is described in paragraph 
104(4)(a) and the taxpayer’s spouse referred to in 

that paragraph died on a.day in that year, com- 
puted as if any disposition by the, trust before the 
end of that day of capital property, land described 
in an inventory of the trust, Canadian resource 
property or foreign resource ne had not oc- 
curred, and 


(e) computed without reference to subsection 
12(10.2), except to the extent that that subsection 
applies to amounts paid to a trust to which para- 
graph 70(6.1)(b) applies and before the death of 
the spouse referred to in that paragraph; 


History: The definition “accumulating income” in subsec. .108(1) 
amended by 1996, c. 21, subsec. 19(1), applicable to trust taxation 
years that end after July; 19, 1995.-The definition formerly read: 


“accumulating income” of a trust for’a taxation year means 
the amount'that would be the income of the trust for the year 
if this Act were read without reference to 


(a) subsections 104(5.1) and (12), 

(b) where the trust 
(i) is a pre-1972 spousal trust at the end of the year, 
(ii) is described in paragraph 104(4)(a), or 
(Giii) elected under subsection ,104(5.3):for a preced- 
ing taxation year, 

subsections 104(4); (5), (5.2) and 107(4), and 


(c) subsection 12(10.2), except to the extent that that sub- 
section applies to amounts paid to a trust to which para- 
graph 70(6.1)(b) applies and before the death of the 
spouse referred to in that paragraph; 


The definition: “accumulating income” in subsec. 108(1) amended 
by 1994,.c. 7, Sch. VIIL.(1993, c. 24), subsec. 44(1), applicable to 
1991 et seq. The definition formerly read: 


“accumulating income” of a trust for a taxation year means 
the amount that would, but for subsection 104(12) and, where 
the trust is a trust described in paragraph 104(4)(a), subsec- 
tions 104(4), (5), (5.2) and 107(4), be its income for the year; 


Pre-RSC History: The definition “accumulating income” was 
para. 108(1)(a). See Table of Concordance. 
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Para. 108(1)(a) substituted by 1988, .c. 55, subsec..75(1), applicable 
to taxation years of trusts commencing after 1987. Para. 108(1)(a) 
formerly read: 


(a) “accumulating income” — “accumulating income” of a 
trust for a taxation year means the amount that, but for sub- 
sections 104(8) and (12), would be its income for the year 
less, where the trust is a trust described in paragraph 
104(4)(a), such amount, if any, as is included in computing 
the income of the trust for the taxation year by. virtue ‘of a 
deemed disposition after November 12; 1981 under subsec- 
tion 104(4), (5) or 107(4); 


Para. 108(1)(a) amended by 1986, c. 6, subsec. 53(1), to substitute 
“subsection 104(4), (5) or 107(4)” for “subsection 104(4), (5S) or 
(5.1) or 107(4)”, applicable to 1986 ef seq. 


Para. 108(1)(a) substituted by 1984, c. 1, s. 47 to add “subsection 
104(8)” and “subsection 104(5.1)”, applicable after November 12, 
1981. 


Para. 108(1)(a) substituted by 1980-81-82-83, c. 140, subsec. 63(1), 
to add reference to the words “less, where the trust is a trust de- 
scribed in paragraph 104(4)(a), such amount, if any, as is included 
in computing the income of the trust for the taxation year by virtue 
of a deemed disposition after November 12, 1981 under subsection 
104(4) or (5) or 107(4);”, applicable after November 12, 1981. 
Interpretation Bulletins: IT-381R3: Trusts — capital gains and 
losses and the flow-through of taxable capital gains to beneficiaries; 
IT-394R: Preferred beneficiary election. 


Advance Tax Ruling: ATR-34: Preferred beneficiary’s election. 


““beneficiary”’ under a trust includes a person benefi- 
cially interested therein; 


Related Provisions: 104(5.5) — Meaning of “beneficiary” for 
purposes of election to postpone deemed disposition; 143.1(1)(e) — 
Deemed beneficiary of amateur athletes’ reserve fund; 248(3) — 
Rules applicable in Quebec; 248(13) Deemed beneficiary for 
certain purposes; 248(25) — Meaning of “beneficially interested”. 


Pre-RSC History: The definition “beneficiary” was para. 
108(1)(b). 


“capital interest” of a taxpayer in a trust means 


(a) in the case of a personal trust or a prescribed 
trust, a right (whether immediate or future and 
whether absolute or contingent) of the taxpayer 
as a beneficiary under the trust to, or to receive, 
all or any part of the capital of the trust, and 


(b) in any other case, a right of the taxpayer as a 
beneficiary under the trust; 


Related Provisions: 248(1)“capital interest” — Definition ap- 
plies to entire Act. 


Pre-RSC History: The definition 
108(1)(c). 


That portion of para. 108(1)(c) preceding subpara. (ii) amended by 
1988, c. 55, subsec. 75(2), to substitute, in subpara. (i), “a personal 
trust or a prescribed trust,” for “a testamentary trust or a trust no 
beneficial interest in which was acquired for consideration payable 
directly or indirectly to the trust or to any person who has made a 
contribution to the trust by way of a transfer, assignment or other 
disposition of property,” applicable in respect of interests created or 
materially altered after January 31, 1987 that were acquired after 10 
p.m. EST, February 6, 1987. 


Para. 108(1)(c) substituted by 1987, c. 46, subsecs. 37(1), (2); appli- 
cable in respect of interests created or materially altered after Janu- 
ary 31,1987 that were acquired after 10 p.m. EST, February 6, 
1987. Para. 108(1)(c) formerly read: 


(c) “capital interest” of a taxpayer in a trust means-a right 
(whether immediate or future and whether absolute or contin- 


“capital interest” was para. 
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gent) of the taxpayer as a beneficiary under the trust to, or to 
receive, all or any part of the capital of the trust; 


Regulations: 4800.1 (prescribed trust). 


“cost amount” to a taxpayer at any time of a capital 
interest or part thereof, as the case’ may be, in a trust 
(other than a trust that is a foreign affiliate of the tax- 
payer) means, notwithstanding the definition of “cost 
amount” in subsection 248(1), 


(a) where any money or other property of the 
trust has been distributed by the trust to the tax- 
payer in satisfaction of all or part of the tax- 
payer’s capital interest (whether on the winding- 
up of the trust or otherwise), the total of 


(i) the money so distributed, and 


(ii) all amounts each of which is the cost 
amount to the trust, immediately before the 
distribution, of each such other property, and 


(ii) [Repealed] 


(b) in any other. case, the amount determined by 
the formula 


(A habeas 
ae 


where 
A is the total of 


(i) all money of the trust on hand immedi- 
ately before that time, and 


(ii) all amounts each of which is the cost 
amount to the trust, immediately before 
that time, of each other property of the 
trust, ; 


B is the total of all amounts each of which is the 
amount of any debt owing by the trust, or of 
any other obligation’ of the trust to pay any 
amount, that was outstanding ates 
before that: time, 


C is the fair market value at t that time of the cap- 
ital interest or part thereof, as the case may be, 
in the trust, and 


D is the fair market value at that time of all capi- 
tal interests in the trust; 


Related Provisions: 257 — Formula cannot calculate to less than 
zero. 


History: Subpara. (a)(ii) of the definition “cost amount” in subsec. 
108(1) substituted, and subpara. (iii) repealed, by 1994, ¢. 21, sub- 
sec. 48(2), applicable after July 13, 1990. Subparas. (a)(ii) and. (iii) 
formerly read: 


(ii) all amounts each of which is the cost amount to the trust, 
immediately before the distribution, of each such other prop- 
erty (other than eligible capital property in respect of a busi- 
ness of the trust), and 


(iii) all amounts each of which is */3 of the cost amount to the 
trust, immediately before the distribution, of each such other 
property that is eligible capital PEaperey in Raed of a busi- 
ness of the trust, and 
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The description of A in para. (b) of the definition “cost amount” in 
subsec. 108(1) substituted by 1994, c. 21, subsec. 48(3), applicable 
after July 13, 1990. That description formerly read: 


A. is the total-of 


(i) all money of the trust on hand immediately before 
that time, ; ; 


(ii) all amounts each of which is the.cost amount to 
the trust, immediately before that time, of each other 
property of the trust (other than eligible capital prop- 
erty in respect of a business of the trust), and 


(ii1) */s of the total-of all amounts each.of which is the 
cumulative eligible capital of the trust, immediately 
before that time, in respect of a business of the trust, 


Paras. (a), (b) of “cost.amount” substituted by. 1994,.c. 7, Sch. I 
(1991, c. 49), subsec. 77(1), applicable after July 13, 1990. Those 
paras. formerly read: 


(a) in any case where any money or property of the trust has 
been distributed by the trust to the taxpayer in satisfaction of 
the whole or part of the taxpayer’s capital interest, as the case 
may be (whether on the winding-up of the trust or otherwise), 
the total of the money so distributed and all amounts each of 
which is the cost amount.to the trust, immediately before the 
distribution, of a property so distributed to the taxpayer, and 


(b) in any other case, that proportion of the amount, if any, by 
which the total of all money of the trust on hand immediately 
before that time and all-amounts each of which is the cost 
amount to the trust, immediately before that time, of a prop- 
erty of the trust exceeds, the total of all amounts each of 
which is the amount of a debt owing by the trust, or of any 
other obligation of the trust to pay any amount, that, was out- 
standing immediately before, that time, that 


(1) the fair market value at that time of the capital interest 
or part thereof, as the case may be, in the trust, 


is of 
(ii) the fair market value at that time of all capital inter- 
ests in the trust; 
Pre-RSC History: The definition “cost amount” was para. 
108(1)(d). See Table of Concordance. 
That portion of para. 108(1)(d) preceding subpara. (1) substituted: by 
1988, c. 55, subsec. 75(3), applicable after 1987. That. portion. for- 
merly read: 
(d) “cost amount” of capital interest — “‘cost amount” of 
any capital interest or part thereof, as the case may be, of a 
taxpayer in any trust (other than a trust that is a foreign affili- 
ate of the taxpayer) at any time means, 
That portion of para. 108(1)(d) preceding subpara. (1) amended by 
1974-75-76, c. 26, subsec. 67(1), applicable to 1972 et seq. 
Para. 108(1)(d) substituted by 1973-74, c. 14, subsec. 33(1), appli- 
cable to 1972 et seq. 
Advance Tax Ruling: ATR-38: Distribution of all of the property 
of an estate. 


“designated income [para. 108(1)(d.1)]” — [Re- 
pealed under former Act] 


Pre-RSC History [former para. 108(1)(d.1) [designated in- 
come”]]: Para. 108(1)(d.1) repealed by 1988, c. 55, subsec..75(4), 
applicable after 1987. Para. (d.1) formerly read: 


(d.1) “designated income” — “designated income” of a trust 
for a taxation year means the amount that would, but for sub- 
sections 20(16), 104(6) and (12) and 105(2) and any regula- 
tions made under paragraph 20(1)(a), be the income of the 
trust for the taxation year determined under section 3 if 


(i) it had no income other than incomes from real proper- 
ties in Canada, incomes from timber resource properties, 
incomes from Canadian resource properties, incomes 


S. 108(1) eli 


from businesses carried on in Canada and taxable capital 
gains. from dispositions described in subparagraph (ii), 
(ii) the only taxable capital gains.and allowable capital 
losses referred to in paragraph 3(b) were from disposi- 
tions of property that would have been taxable Canadian 
property if at no time in the year the trust had been resi- 
dent in Canada, and 
(iii) the only losses’ referred to in paragraph 3(d) were 
losses from real properties in Canada, losses from timber 
resource properties and losses from businesses carried on 
in Canada; 
That portion of para. 108(1)(d.1) preceding subpara. (i) substituted 
by 1977-78, c. 1, subsec.:50(1), to add reference to subsec. 20(16), 
applicable to. taxation years commencing, after May 25, 1976 and 
ending, after March 31, 1977. 


Para. 108(1)(d.1) added by 1974-75-76, c.'26, subsec. 67(2), appli- 
cable to 1974 et'seq. 


“eligible real property gain” — [Repealed] 
History: The definition “eligible real property gain” in subsec. 
108(1) repealed by 1995, c. 3, subsec. 31(1), applicable to taxation 
years that begin after February 22, 1994. The definition formerly 
read: 
“eligible real property gain” of a trust has the meaning that 
would be assigned by the definition of that expression in sub- 
section 110.6(1) if the reference in that definition to “non- 
qualifying real property” were read as “non-qualifying real 
property as defined in subsection 108(1)”; 
The definition “eligible real property gain” in subsec: 108(1) substi- 
tuted by 1994, c. 21, subsec. 48(1), applicable to 1992 et seg. That 
definition formerly read: 
“eligible real property gain” of a trust has the meaning as- 
signed by subsection 110.6(1); 
The definition “eligible real property gain” added by 1994, c. 7, 
Sch. VIII (1993, c. 24), subsec. 44(2), applicable to. 1992 et seg. 


“eligible real property loss” — [Repealed] 


History: The definition “eligible real property loss” in subsec. 
108(1) repealed by 1995, c. 3, subsec. 31(1), applicable to taxation 
years that begin after February 22, 1994. The definition formerly 
read: 


“eligible real property loss” of a trust has the meaning that 
would be assigned by the definition of that expression in sub- 
section 110.6(1) if the reference in that definition to “non- 
qualifying real property” were read as “non-qualifying real 
property as defined in subsection 108(1)”; 
The definition “eligible real property loss” in subsec. 108(1) substi- 
tuted by 1994, c. 21, subsec. 48(1), applicable to 1992 et seg. That 
definition formerly read: 


“eligible real property loss” of a trust has the meaning as- 
signed. by subsection 110.6(1); 


The definition “eligible real property loss” added by 1994, c. 7, Sch. 
VIUI (1993, c. 24), subsec. 44(2), applicable to 1992 et seq. 
“eligible taxable capital gains” of a personal trust 
for a taxation year means the lesser of 
(a) its annual gains limit (within the meaning as- 
signed by subsection 110.6(1)) for the year, and 
(b) the amount determined by the formula 


AV 
where 


A. is its cumulative gains limit (within the mean- 
ing assigned by subsection 110.6(1)) at the 
end. of the year, and 
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-B is the total of all amounts designated under 
subsection 104(21.2) by the trust in respect of 
beneficiaries for taxation years before that 
year; , 

Related Provisions: 257 — Formula cannot calculate to less than 
Zero. 


History: The definition “eligible taxable capital gains” in subsec. 
108(1) amended by 1995, c. 3, subsec,,31(2), applicable to taxation 
years that begin after February 22, 1994..The definition. formerly 
read: 


“eligible taxable capital gains” of a trust for a taxation year 
means the lesser of 


(a) its annual gains limit for the year (within the meaning 
that would be assigned by the definition ‘of that expres- 
sion in subsection 110.6(1) if the reference: in that defini- 
tion to “non-qualifying real property” were read’ as “non- 
qualifying real property as defined in ssc 
108(1))”, and 


(b) the amount determined by the formula 


A-=~B 
where 


A is its cumulative gains limit at the end of the year 
(within the meaning that would be assigned by the 
definition of that expression in subsection 110.6(1) if 
the reference in that definition to “non-qualifying 
real property” were read as “non-qualifying real 
property as defined in subsection 108(1))’,. and 


B sis the total of all amounts designated under subsec- 
tion 104(21.2) by the trust in respect of beneficiaries 
in taxation years before that year; 


The definition “eligible taxable capital gains” in subsec. 108(1) sub- | 


stituted by 1994, c. 21, subsec. 48(1), applicable to gee et seq. 
That definition formerly read: 


“eligible taxable capital gains” of a trust for a taxation year 
means the lesser of 
(a) the annual gains limit (within the meaning assigned 
by the definition of that expression. in.subsection 
110.6(1)) of the trust for the year, and 


(b). the amount determined by: the formula 


Av B 
where 


A is the cumulative gains limit (within the meaning as- 
signed by the definition of that expression in subsec- 
tion 110.6(1) if that definition were read without ref- 
erence to paragraph (c) thereof) of the trust at the end 
of the year, and 


B the total of all amounts each of which is an amount 
designated by the trust under subsection 104(21.2) in 
respect of a beneficiary in a taxation year preceding 
that year; 

Pre-RSC History: The definition “eligible taxable capital gains” 
was para. 108(1)(d.2). 

Para. 108(1)(d.2) added by 1986, 'c. 6, subsec. 53(2), applicable to 
1985 et seq. 


Interpretation Bulletins: IT-381R3: Trusts — capital gains and 
losses and the flow-through of taxable capital gains to beneficiaries. 


Forms: T3 Sched. 3: Calculation of a trust’s eligible taxable capital 
gains. 


“excluded property” means a share of the capital 
stock of a non-resident-owned investment corpora- 
tion that is not taxable Canadian property; 
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History: The definition “excluded property” amended by 1998, c. 
19, subsec. 129(1), applicable after April 26,1995. It formerly read: 


“excluded property” at a particular time means a share of the’ 
capital stock of a non-resident-owned investment corporation 
if, on the first day of the first taxation year of the corporation 
that ends at or after the particular time, the corporation does 
not own property referred to in any of clauses 

115(1)(b)(v)(A) to (D); 


The definition “excluded property” added by 1994, c. 7, Sch. VIII 
(1993, c. 24), subsec. 44(2), applicable after February 11, 1991. 


‘income interest” of a taxpayer in a trust means a 
right (whether immediate or future and whether ab- 
solute or contingent) of the taxpayer as a beneficiary 
under a personal trust to, or to receive, all or any part 
of the income of the trust; 

Related Provisions: 108(3) — Meaning of “iniéome” of trust; 
248(1)“income interest” — Definition applies to entire Act. 
Pre-RSC History: The definition 
108(1)(e). 

He 108(1)(e€) amended by 1988, c.55, subsec. 75(5), to substitute 
“a personal trust” for “a trust referred to'in subparagraph (c)(i)’, 
applicable in respect of interests created or materially altered after 
January 31, 1987 that were accuiredy after 10 p.m. EST, February 6, 

1987. 

Para. 108(1)(e) amended to substitute “under a trust referred to in 
subparagraph (c)(i) to” for “under the trust to”, by 1987, c. 46, sub- 
secs. 37(1),'(2), ‘applicable in respect of interests created or materi- | 
ally altered after January 31, 1987 at were acquired after 10 p.m. 
EST, February 6, 1987. 

Interpretation Bulletins: IT- pehes Disposition of an income 
interest ‘in a trust. 


“income interest” was, para. 


“inter vivos trust’ means a trust other than a testa- 
mentary trust; 

Related Provisions: 143(1) — Communal religious congregation 
deemed to be inter vivos trust; 143.1(1)(a) — Amateur athletes’ re- 
serve fund deemed to be inter vivos trust; 146.1(11) — RESP 
deemed to be inter vivos trust for certain purposes; 149(5) — Ex- 
ception re investment income of certain clubs; 207.6(1) — Retire- 
ment compensation arrangement deemed to be inter vivos trust; 
248(1)“inter vivos trust” — Definition applies to entire Act. 


Pre-RSC History: The rth cae “inter vivos trust” was para. 
108(1)(f). 


‘“non-qualifying real property’ — [Repealed] 
History: The definition “non-qualifying real property”? in subsec. 
108(1) repealed by 1995, c. 3, subsec. 31(1), applicable to taxation 
years that begin after February 22, 1994. The definition. formerly 
read: 
“non-qualifying real property” 
(a) of a trust that is a personal trust has the meaning :as- 
signed by subsection 110. 6(1), and 


(b) of a trust that is not a personal trust has the meaning 
assigned by subsection 131(6); 


The definition “non-qualifying real property” in subsec. 108(1) ad- 
ded by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 44(2), applicable 
to 1992 et seq. 


“pre-1972 spousal trust” at a particular time means 
a trust: that was : 


(a) created by the will of a taxpayer who died 
before 1972, or 


(b) created before June 18, 1971 by a taxpayer 
during the taxpayer’s lifetime 


824 


Subdiv. k — Trusts and Beneficiaries 


that, throughout the period beginning at the time it 
was created and ending at the earliest of January 1, 
1993, the day on which the taxpayer’s spouse died 
and the particular time, was a trust under which the 
taxpayer’ S spouse was entitled to receive all of the 
income of the trust that arose before the spouse’s 
death, unless a person other than the spouse received 
or otherwise obtained the use of any of the income or 
capital of the trust before the end of that period; 
Related Provisions: 104(4)(a.1)—— Deemed. disposition by a 
trust; 104(15) — Preferred beneficiary’s share; 104(15)(a) — Allo- 
cable amount for preferred beneficiary election; 108(3) — Meaning 
of “income” of. trust; 108(4) — Trust not disqualified by reason 
only of payment of certain duties and taxes; 248(9.1) — Whether 
trust created by taxpayer’s will; 252(3), (4 
“spouse” and “former spouse”. 


History: The definition “pre-1972 spousal trust” in subsec. 108(1) 


added by 1994, c. 7, Sch. VII (1993, c. 24), subsec. 44(2), applica- 


ble after February 11, 1991. 


interpretation Bulletins: [T-381R3: Trusts — capital gains and 
losses and the flow-through of taxable capital gain to beneficiaries. 


“preferred beneficiary” under a trust for a particu- 
lar taxation year of the trust means a beneficiary 
under the trust at the end of the particular year who 
is resident in Canada at that time if 


(a) the beneficiary is 


(i) an individual in respect of whom 

paragraphs 118.3(1)(a) to (b) apply for the in- 

dividual’s taxation year (in. this definition re- 

ferred to as the “beneficiary’s year’’) that ends 

in the particular year, or 

(ii) an individual 
(A) who attained the age of 18 years 
before the end of the beneficiary’s year, 
was a dependant (within the meaning as- 
signed by subsection 118(6)) of another in- 
dividual for the beneficiary’s year and was 
dependent on the other individual because 
of mental or physical infirmity, and 


(B) whose income (computed without ref- 
erence to subsection 104(14)) for the bene- 
_ ficiary’s year does not exceed $6,456, and 


(b) the beneficiary is 
(i) the settlor of the trust, 


(ii) the spouse or former spouse of the settlor 
of the trust, or 

(iii) a child, grandchild or great grandchild of 
the settlor of the trust or the spouse of any 
such person; 


Related Provisions: 104(14) — Preferred beneficiary election; 
252(4) — Extended meaning of “spouse”. 


History: The definition “preferred beneficiary” amended by 1998, 
c. 19, s. 19, applicable to trust taxation years that end after 1996. It 
formerly read: 


“preferred beneficiary” under a trust for a. particular taxation 
year of the trust means an individual 


(a) who is resident in Canada and a beneficiary under the 
trust at the end of the particular year, 
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(b) in respect of whom paragraphs: 118.3(1)(a) to (b) ap- 
ply for the individual’s taxation year in which the. partic- 
ular year ends, and 
(c) who is 

(i) the settlor of the trust, 


(ii) the spouse or former spouse of the settlor of the 
trust, or 


(iii) a child, grandchild or great grandchild of the set- 
tlor of ‘the trust, or the spouse of any such person; 


The definition “preferred beneficiary” in subsec. 108(1) amended 
by 1996, c. 21, subsec. 19(2), applicable to trust taxation years that 
begin after 1995. The definition formerly read: 


“preferred beneficiary” under any trust means an individual 
resident in Canada who is a beneficiary under the trust and is 


(a) the settlor of the trust, 


(b) the spouse or former spouse of the settlor of the trust, 
or 


(c) a child, grandchild or great grandchild of the settlor of 
the trust, or the spouse of any such person; 


Pre-RSC History: The definition “preferred beneficiary”. was 
para. 108(1)(g). 


Interpretation Bulletins: IT-374: Meaning of “settlor’; IT- 
381R3: Trusts — capital gains and losses and the flow-through of 
taxable gains to beneficiaries; IT-394R: Preferred beneficiary 
election. 


‘qualified farm property” of an individual has the 
meaning assigned by subsection 110.6(1); 

Pre-RSC History: The definition “qualified farm property” was 
para. 108(1)(g.1). 


Para. 108(1)(g.1) added by 1988, c. 55, subsec. 76(6), applicable to 
1988 et seq. 


*‘qualified small business corporation share” of an 
individual has the meaning asec by subsection 
110.6(1); 

Pre-RSC History: The definition “qualified small business corpo- 
ration share” was para.108(1)(g.2)... 


Para. 108(1)(g.2) added by 1988, c. 55, subsec. 76(6), applicable to 
1988 et seq. 


“settlor’’, 


(a) in relation to.a testamentary trust, means the 
individual referred to in the definition “‘testamen- 
tary trust” in this subsection, and 


(b) in relation to an inter vivos trust, 


(1) if the trust was created by the transfer, as- 
signment or other disposition of property 
thereto (in this paragraph referred to as prop- 
erty “contributed’’) by not more than one indi- 
vidual and the fair market value of such of the 
property of the trust as was contributed by the 
individual at the time of the creation of the 
trust or at any subsequent time exceeds the 
fair market value of such of the property of 
the trust as was contributed by any other per- 
son or persons at any subsequent time (such 
fair market values being determined at the 
time of the making of any such contribution), 
means that individual, and 


(ii) if the trust was created by the contribution 
of property thereto jointly by an individual 
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and the individual’s spouse and by no other 
person and the fair market value of such of the 
property of the trust as was contributed by 
them at the time of the creation of the trust or 
at any subsequent time exceeds the fair mar- 
ket value of such of the property of the trust as 
was contributed by any other person or per- 
sons at any subsequent time (such fair market 
values being determined at the time of the 
making of any such contribution), means that 
individual and the spouse; | 


Related Provisions: 104(5.6) — Designated contributor. 


Pre-RSC History: The definition 
See Table of Concordance. 


Interpretation Bulletins: [T-374: Meaning of * ‘settlor”; IT-394R: 
Preferred beneficiary election. ~ 


“settlor”” was para. 108(1)(h). 


“testamentary trust’? in a taxation year means a 
trust or estate that arose on and as°a consequence of 
the death of an individual (including a trust referred 
to in subsection 248(9.1)), other than 


(a) a trust created by a person other than the 
individual, — . 


(b) a trust created after Newenibet b2, 1981 ‘if, 


before the end of the taxation year, property has. 


been contributed to the trust otherwise than by an 
individual on or after the individual’s death and 
as a consequence thereof, and 


(c) a trust created before November 13,1981 if. 


(i) after June 28, 1982 property has been con- 
tributed to the trust otherwise than by an indi- 
vidual.on or, after the individual’s death and as 
a consequence thereof, or 


(ii) before the end of the taxation year, the to-: 
tal fair market value of the property owned by: 


the trust that-was contributed to; the trust oth- 
erwise than by an individual on or after the in- 
dividual’s death and as a consequence. thereof 
and the property owned by the trust that was 
substituted for such property exceeds the total 
‘fair market value of the property owned by the 
trust that was contributed by an individual on 
or after the individual’s death and as a conse- 
quence thereof and the property owned by the 
trust that was substituted for such property, 
and for the purposes of this paragraph the fair 
market value of any property shall be deter- 
mined as at the time it was acquired by the 
trust; and. 
Related Provisions: 210:1(a)— Part XII.2 does not apply to 


testamentary trust; 248(1)“testamentary trust” — Definition applies 
to entire Act; 248(8) — Occurrences as a consequence of. death. 


History: The opening words of the definition “testamentary trust” 
in subsec. 108(1) substituted by 1994, c. 21, subsec. 48(4), applica- 
ble to 1990 et seg. The opening -words of that definition formerly 
read: 


“testamentary trust” in-a taxation year means.a trust or estate 
that arose upon and in consequence of the death of an individ- 
ual (including a trust referred to in subsection 70(6.1)), other 
than 
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Pre-RSC History: The definition eter ee Ne trust” was para. 
108(1)(i). See Table of Concordance. 


Subparas.. 108(1)(i)@1). and: (iii) amended by 1985, c. 45, subsec. 

52(1), to substitute the words “by an individual on or after his death 
and as a consequence thereof” for “by an individual on-his death” 
wherever they appeared, applicable to taxation years commencing 
after November 112, 1981. 


Para. 108(1)() substituted by 1980-81-82-83, c. 140, subsec. 63(2), 
applicable to taxation years commencing after November 12, 1981. 
Para. 108(1)(i) formerly read: 


(i) “testamentary trust” means a trust or estate that'atose upon 
the death of an individual and in consequence of his death, 
but for greater certainty doesnot include any such trust that 
was created by any person other than that individual; and 


Interpretation Bulletins: IT-381R3: Trusts — capital gains and 
losses and the flow-through of taxable capital gains to beneficiaries. 


“trust” includes. an inter vivos trust and a testamen-: 


tary trust but in subsections 104(4), (5), (5.2), (12), 
(13.1), (13.2), (14) and (15) and sections: 105 to 107 
does. not include | 


(a) an amateur athlete trust, an asinanyae trust, a 
trust described.in paragraph 149(1)(0.4). or a:trust 
governed by a deferred profit sharing plan, an 
employee. benefit plan, an employees profit shar- 
ing plan, a foreign retirement arrangement, a reg- 
istered education savings plan, a registered pen- 
sion plan, a registered retirement income fund, a ~ 
registered retirement savings plan or:a registered 
supplementary unemployment benefit plan, 


“(b) a related segregated fund trust (within the 
~ meaning assigned by section 138.1), 
(c) an inter vivos trust deemed by subsection 
143(1) to exist in respect of a congregation that is 
a.constituent part of a religious organization, 


(d) an RCA trust (within the Hae anjened by 
subsection 207.5(1)), 


(e) a trust each of the beneficiaries iiAer which 
was at all times after 1t was created a trust re- 
ferred to in paragraph (a), (b) or (d) or a person 
who is a beneficiary of the trust only because of 
being a beneficiary under a trust related to in 
any of those paragraphs, or 


(e.1) a cemetery care trust or a trust governed by 
an eligible funeral arrangement, 


and, in subsections 104(4), (5), (5.2), (12), (14) and 
(15), does not include 


(f) a unit trust, or 


(g) a trust (other than a trust described i in, para- 
graph 104(4)(a), a trust that has elected under 
subsection 104(5.3), or a trust that, in its return of 
income under this Part for its first taxation year_ 
ending after 1992, has elected that this subpara- 
graph not apply) all interests in which have 
vested indefeasibly and no interest in which may 
become effective in the future. — 
Related Provisions: 104(1) — Reference to fist or, estate; 
146.1(1)“trust” — RESPs — Meaning of “trust”; 210.1(d) — - Trusts 
not subject to Part XII.2 tax; 233.2(4) — Reporting requirement re 
transfers to foreign trust; 233.6(1)— Reporting requirement re dis- 
tributions from foreign trust;.248(1)“trust” — Definition: outside 
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subdiv. k is that in 104(1); 248(3) — Deemed trusts in Quebec; 
248(9.2) — Meaning of “vested indefeasibly”. 


History: Para. (e.1) of the definition “trust” in subsec. 108(1) 
amended by 1998, c. 19, subsec. 129(2), 2 i Sa to 1993 et seq. 
Para. (e.1) formerly read:: 


(e.1) a trust governed by an eligible funeral arrangement, 


~ Para. (e.1) added to the definition “trust” in subsec. a aie oy 1995, 
c. 21, s. 61, applicable to 1993 et seq. 


The preamble to the definition “trust” amended by 1994, c.7, Sch. 
VIII (1993, c. 24), subsec. 44(4), applicable to 1993 et seg. That 
portion formerly read: 


“trust” includes an inter vivos trust and a testamentary trust 
but, in subsections 104(4), (5), (5.2), (12), (14) and (15), does 
not include a unit trust and, in subsections 104(4), (5), (5.2), 

"“ADPASiD; 43:22), (14) and (15) and sections 105 to 107, 
does not include 


Para. (a) of “trust” amended by 1994, ren 1, Sch. VII (1993, c. 24), 
subsec. 44(5), applicable to 1988 et seg. except that, in its applica- 
tion to the 1988 and, 1989 taxation years, the para. shall be read 
without reference to the expression. “‘a foreign. retirement arrange- 
ment”. Para. (a) formerly read: 


(a) a trust governed by. a registered pension plan, a foreign 
retirement arrangement, an employees profit sharing plan, a 
registered supplementary unemployment benefit plan, a regis- 
tered retirement savings plan, a deferred profit sharing plan, a 
registered education savings plan, a registered retirement in- 
‘-come fund; an employee benefit plan, an employee trust or a 
trust described in paragraph 149(1)(0.4), 
Paras. (e) and (g) of “trust” added and the portion between those 
paras. moved from the preamble by 1994, c. 7, Sch. Vill (1993..c. 
24), subsec. 44(6), applicable to 1993 et seq. 
Para. (a) of “trust” amended by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 77(2), to add “a foreign retirement arrangement”, applicable 
to 1990 et seq. 
Pre-RSC History: The definition “trust” 
paras. (a) to (e) of the definition were subparas. (j)(ii) to (vi), and 
paras. (f) and (g) were subparas. (j)(i) and (i.1). 
Subpara. 108(1)G)Gi) amended by 1990, c. 35, s. 29, to substitute 
“pension plan” for “pension fund or plan”, applicable after 1985. 
That portion of para. 108(1)G) preceding subpara. (ii) substituted by 
1988, c. 55, subsec, 75(7), applicable to taxation years of trusts 
_commencing after 1987. That portion formerly read: 
Gj) “trust? — “trust” includes an inter vivos trust and a testa- 
mentary trust but, in subsections 104(4), (5), (12), (14) and 
(15) and sections 105 to 107, does not include 
(i) a unit trust, 


Subpara. 108(1)G)Gi) amended. by 1987, .c. 46, subsec. 37(3),, to 
substitute “an employee trust, or a trust described in paragraph 
149(1)(0.4)” for “an employee trust”, applicable to 1987 et seg.’ 


Subpara. 108(1)(j)(v) added by 1987, c. 46, subsec. 37(4), applica- 
ble after October 8; 1986. 


Subpara! 108(1)(j)(ii) amended by 1986, c. 6, subsec. 53(3) to. sub- 
stitute ““a registered education savings plan” for “a registered educa- 


tion savings plan, a registered home eaeTEND sayings plan’, intl 


cable to 1986 et seq. 
Subpara. L08(1)G) Gi) substituted by 1980-81- g2- 83,.c. 48,.s..56, to 


add reference to “an employee benefit plan or employee trust,” ap- _ 


plicable to 1980 et seq. 


Subpara. 108(1)G)(i). substituted. by 1977- LS iG. 32. subsec, 25(1), 


to add*“or a registered retirement income fund”. 

Subparas. 108(1)(j)Gii), (iv) added by 1977-78, c. 1, subsec. 50(2), 
applicable, as to subpara. (iii), to 1978 ef'seq., as to pido (iv), to 
1977 ef seq. 


Subpara. 108(1)G)Gi) subatinited by 1974-75-76, c. 26, subsec. 
67(3), applicable to 1972 et seg. re registered education savings 


- Selected Cases [subsec. 108(1)]: Greenberg v. R., 


was para. 108(1)(j); 


S. 108(2)(b)(iii)(C) 


plans and 1974 et seq. re-registered home ownership savings plans. 
Subpara. 108(1)(j)(i) formerly. read: 
(ii) a trust governed by a registered pension fund or plan, an 
employees profit sharing plan, a registered supplementary un- 
employment benefit plan; a registered retirement savings plan 
or a deferred profit sharing: plan. | 
Interpretation Bulletins: IT-394R: Preferred beneficiary elec- 
tion; IT-449R:; Meaning of “‘vested indefeasibly”; IT-502: Employee 
benefit plans and employee trusts. 
[1997] 3 
C.T.C. 2859 (TCC) (Contribution of property to trust caused it to 
cease to be testamentary trust). 


(2) Where trust is a unit trust — For the pur- 
poses of this Act, a trust is a unit trust at any particu- 


Jar time. if, at that time, it was an inter vivos trust the 
. Interest of each beneficiary under which. was de- 


scribed by reference to units of the trust, and 
(a) the issued units of the trust included 


(i) units having conditions, attached thereto 
that included conditions requiring the trust to 
accept, at the demand of the holder thereof 
and at prices determined and payable in accor- 
dance with the conditions, the surrender of the 
units, or fractions or parts thereof, that are 
fully paid, or 

(ii) units qualified in accordance with pre- 
scribed conditions relating to the redemption 
of the units by the trust, 


and the fair market value of such of the units as 
had conditions attached thereto that included such 
conditions. or as. were so qualified; as the case 
may be, was not less than 95% of the fair market 
value of all of the issued units of the trust (such 
fair market values being determined without re- 
gard to any voting rights attaching to units of the 
trust), 


(b) throughout the taxation year in which the par- 
ticular time occurred 


(1) it was resident in Canada, 

(ii) its only undertaking was 
(A) the investing of its funds in property 
(other than real property or an interest in 
real property), i 
(B) the acquiring, holding, maintaining, 
improving, leasing or managing of any real 
property, or interest in real property, that is 
capital property of the trust, or 
(C) any combination of the activities de- 
scribed in clauses (A) and (B), 


(iii) at least 80% of its property consisted of 
any combination of 


(A) shares, 


(B) any property that, under the terms or 
conditions of which or under an’ agree- 

ment, is convertible into, is exchangeable 

for or confers a right to acquire, shares, 


(C) cash, 
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(D) bonds, debentures, mortgages, notes 
and other similar obligations, 


(E) marketable securities, 


(F) real property situated in Canada and in- 
terests in such property, and 


(G) rights to and interests in any rental or 
royalty computed by reference to the 
amount or value of production from a nat- 
ural accumulation of petroleum or natural 
gas in Canada, from an oil or gas well in 
Canada or from a mineral resource in 
Canada, 


(iv) not less than 95% of its income (deter- 
mined without reference to subsections 
49(2.1) and 104(6)) for the year was derived 
from, or from the disposition of, investments 
described in subparagraph (ii1), and 


(v) not more than 10% of its property con- 
sisted of bonds, securities or shares in the cap- 
ital stock of any one corporation or debtor 
other than Her Majesty in right of Canada or a 
province or a Canadian municipality, 


and, where the trust would not be a unit trust at 
the particular time if subparagraph (iii) were read 
without reference to the words “real property (or 
interests in real property) situated in Canada’, the 
units of the trust are listed at any time in the year 
or in the following taxation year on a prescribed 
stock exchange in Canada, or 


(c) the fair market value of the property of the 
trust at the end of 1993 was primarily attributable 
to real property (or an interest in real property), 
the trust was a unit trust throughout any calendar 
year that ended before 1994 and the fair market 
value of the property of the trust at the particular 
time is primarily attributable to property de- 
scribed in paragraph (a) or (b) of the definition 
“qualified investment” in section 204, real prop- 
erty (or an interest in real property) or any combi- 
nation of those properties. 
Related Provisions: 132(6) — Meaning of “mutual fund trust”; 
248(1)“unit trust’ — Definition applies to entire Act. 
History: Cls. 108(2)(b)(ii)(A) and (B), subpara. 108(2)(b)(iii), and 
the closing words of para. 108(2)(b) amended, para. 108(2)(c) ad- 
ded, by 1998, c. 19, subsecs. 129(3)-(6), applicable to 1994 et seq. 
Cls. 108(2)(b)(i)(A) and (B), subpara. 108(2)(b)(iii) and the closing 
words of para. 108(2)(b) formerly read: 
(A) the investing of its funds in property (other than real 
property), 
(B) the acquiring, holding, maintaining, improving, leasing or 
managing of any real property that is capital property of the 
trust, or 


(ili) at least 80% of its property consisted of any combination 
of shares, bonds, mortgages, marketable securities, cash, real 
property situated in Canada or rights to or interests in any 
rental or royalty computed by reference to. the amount or 
value of production from a natural accumulation of petroleum 
or natural gas in Canada, from an oil or gas well in Canada or 
from a mineral resource in Canada, 
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and, where the trust would not be a unit trust at the particular 
time if subparagraph (iii) were read without reference to the 
words “real property situated in Canada”, the units of the trust 
are listed at any time in the year or in the following taxation 
year on a prescribed stock exchange in Canada. 


Para. 108(2)(b) amended by. 1995, c. 21, s. 66, applicable to 1994 et 


seq. Para. (b) formerly read: 


(b) throughout the taxation year in which the particular time 
occurred it complied with the following conditions: 


(i) it was resident in Canada, 


(ii) its only undertaking was the investing of funds of the 
trust, = 


(111) at least 80% of its property throughout the year con- 
sisted of shares, bonds, mortgages, marketable securities, 
cash or rights to or interests in any rental or royalty com- 
puted by reference to the amount or value of production 
from a natural accumulation of petroleum or natural gas 
in Canada, from an oil or gas well in Canada or from a 
mineral resource in Canada, 

(iv) not less than 95% of its income (determined without 
reference to subsections 49(2.1) and 104(6)) for the year 
was derived from, or from dispositions of, investments 
described in subparagraph (iii), 

(v). at no time in the year did more than 10% of its prop- 
erty consist of shares, bonds or securities of any one cor- 
poration or debtor other than Her Majesty in right of . 
Canada or a province or a Canadian municipality, and 


(vi) where there were prescribed for the purposes of this 
subparagraph conditions relating to the number of unit 
holders, dispersal of ownership of its units or public trad- 
ing of its units, all holdings of and transactions in its 
units accorded with those conditions. 


Subpara. 108(2)(b)(iv) amended by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 77(3), to add “(determined without reference to subsections 
49(2.1) and 104(6))”, applicable to 1990 et seq. 


Pre-RSC History: Subpara. 108(2)(b)(iii) amended by 1986, c. 6, 
subsec. 31(2), applicable to taxation years ending after March 1985, 
to substitute “marketable securities, cash or rights” for “marketable 
securities, or cash, or of rights”, to add “from a natural accumula- 
tion of petroleum or natural gas in Canada”, and to substitute “oil or 
gas well in Canada” for “oil or gas well” and “mineral resource in 
Canada” for “mineral resource situated in Canada”. 


Subpara. 108(2)(b)(vi) substituted by 1973-74, c. 14, subsec. 33(2), 
applicable to 1972 et seq. 


Regulations: 3200 (prescribed stock exchange); not yet amended 
to apply for purposes of 108(2)(b)). 


1.T. Technical News: No. 6 (mutual funds trading — meaning of 
“investing its funds in property” in 108(2)(b)(i)(A)). 


(3) Income of a trust in certain provisions — 
For the purposes of the definition “income interest” 
in subsection (1), the income of a trust is its income 
computed without reference to the provisions of this 
Act and, for the purposes of the definition “pre-1972 
spousal trust” in subsection (1) and paragraphs 
70(6)(b) and (6.1)(b), 73(1)(c) and 104(4)(a), the in- 
come of a trust is its income computed without refer- 
ence to the provisions of this Act, minus any divi- 
dends included therein 


(a) that are amounts not included by reason. of 
section 83 in computing the income of the trust 
for the purposes of the. other provisions of this 
Act; 
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(b) that are described in subsection 131(1); or 


(c) to which subsection 131(1) applies by reason 
of subsection 130(2). 


Related Provisions: 108(5) — Interpretation. 


History: That portion of subsec. 108(3) preceding para. (a) 
amended by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 44(7), appli- 
cable to 1991et seg. That portion formerly read: 


(3) Income of a trust in certain provisions — For the pur- 
poses of the definition “income interest” in subsection (1), the 
income of a trust is its income computed without reference to 
the provisions of this Act and, for the purposes of subpara- 
graphs 70(6)(b)(i), 73(1)(c)G) and 104(4)(a)(iii), the income 
of a trust is its income computed without reference to the pro- 
visions of this Act, minus any dividends included therein 


Pre-RSC History: Subsec. 108(3) substituted by 1988, c. 55, 

subsec. 75(8), applicable with respect to dividends paid after 4 p.m. 

EDST, September, 25, 1987. Subsec. 108(3) formerly read: 
(3) Meaning of “income” of trust— For the purposes of 
subparagraphs 70(6)(b)(i), 73C1)(c)G) and 104(4)(a)(i1), the 
income of a trust is'its income computed without reference to 
the provisions of this Act, minus any dividends otherwise in- 
cluded therein that are described in section 83 or subsection 
131(1) or to which subsection 131(1) applies by virtue of sub- 
section 130(2), and, for the purposes of paragraph 108(1)(e), 
the income of a trust is its income computed without refer- 
ence to the provisions of this Act. 


Subsec. 108(3) substituted by 1977-78, c. 32, subsec. 25(2), applica- 

ble to 1978 et seg. Subsec. 108(3) formerly read: 
(3) For the purposes of subparagraph 70(6)(b)(), paragraph 
73(1)(a) and subparagraph 104(4)(a)(iii), the income of a trust 
is its income computed without reference to the provisions of 
this Act, minus any. dividends otherwise included therein that 
are described in section 83 or subsection 131(1) or to which 
subsection 131(1) applies by virtue of subsection 130(2), and, 
for the purposes of paragraph 108 (1)(e), the income of a trust 

_1s.its income computed without reference to the provisions of 

this Act. 


Subsec. 108(3) substituted by 1977-78, c. 1, subsec. 50(3), applica- 
ble with respect to any trust the spouse who was the beneficiary of 
which. died after May 25, 1976, to substitute “104(4)(a)(iii)” for 
“104(4)(a)G)”. 

Subsec. 108(3) substituted by 1974-75-76, c. 26, subsec. 67(4), ap- 
plicable to 1972 et seq. 


Subsec. .108(3) substituted by 1973-74, c. 14, subsec. 33(3), applica- 
ble to 1972 et seq. 


Interpretation Bulletins: IT-305R4: Testamentary spouse trusts; 
IT-385R2: Disposition of an income interest in’a trust. 


(4) Trust not disqualified — For the purposes of 
the definition “pre-1972 spousal trust” in subsection 
(1) and subparagraphs 70(6)(b)(ii) and (6.1)(b)(i1), 
73(1)(c)(ii) and 104(4)(a)(iv), where a trust was cre- 
ated by a taxpayer whether by the taxpayer’s will or 
otherwise, a.person, other than. the taxpayer’s 
spouse, shall be deemed not to have received or oth- 
erwise obtained or to be entitled to receive or other- 
wise obtain the use of any income or capital of the 
trust solely because of the payment, or provision for 
payment, as the case may be, by the trust of 


(a) any estate, legacy, succession or inheritance 
duty payable, in consequence of the taxpayer’s 
death, in respect of any property of, or interest in, 
the trust; or 


o 
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(b) any income or profits tax payable by the trust 
in respect of any income of the trust. 
Related Provisions: 248(8) — Occurrences as a consequence of 
death; 248(9.1)— Whether trust created by taxpayer’s will; 
252(4) — Extended meaning of “spouse”. 
History: That portion of subsec. 108(4) preceding para. (a) 
amended by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 44(8), appli- 
cable to 1991 et seg. That portion formerly read: 
(4) Trust not disqualified by reason only of payment of 
certain duties and taxes — For greater certainty, for the 
purposes of subparagraphs 70(6)(b)(ji), 73(1)(c)(i1) and 
104(4)(a)(iv), where a trust has been created by a taxpayer 
whether by the taxpayer’s will or otherwise, a person, other 
than the taxpayer’s spouse, shall be deemed not to have re- 
ceived or otherwise obtained’ or to be entitled to receive or 
: otherwise obtain the use of any of the income or capital of the 
trust, by reason only of the payment, or provision. for, pay- 
ment, by the trust of. 
Pre-RSC History:,; “AIL that portion of ee 108(4), preceding 
para. (a) substituted by 1977-78, c, 32, subsec. 25(3), applicable to 
1978 et seq. That portion formerly read: 
(4) For greater certainty, for the purposes of shisparastaph 
70(6)(b)Gi1),. paragraph =73(1)(b) and subparagraph 
104(4)(a)(iv), where a trust has been created by a taxpayer 
whether by his will or otherwise, a person, other than the tax- 
payer’s spouse, shall be deemed not to have received or oth= 
erwise obtained or to’be entitled to receive or otherwise ob- 
tain the use. of any of the income or capital of the trust, by 
reason only of the payment, or provision for payment, as the 
case may be, by the trust of 
All that portion of subsec. 108(4) preceding para. (a) substituted by 
1977-78, c. 1, subsec. 50(3), applicable with respect to any trust the 
spouse who was the beneficiary of which died after May 25, 1976, 
to substitute “104(4)(a)Gyv)” for “104(4)(a)Gi)”. 


Subsec. 108(4) added by 1973-74, c..14, subsec. 33(4), applicable to 
1972 et seq. 
Interpretation Bulletins: IT- 305R4: Testamentary spouse trusts. 


(5) Interpretation — Except as otherwise provided 
in this Part, 


(a) an amount included in computing the income 
for a taxation year of a beneficiary of a trust 
under subsection 104(13) or (14) or section 105 
shall be deemed to be income of the beneficiary 
for the year from a property that is an interest in 
the trust and not from any other source, and 


(b) an amount) deductible in»computing the 
amount that: would, but for subsections 104(6) 
and (12), be the income of a trust for a taxation 
year shall not be deducted bya beneficiary of the 
trust in computing the beneficiary’s income for a 
taxation year, 


but, for greater certainty, nothing in this subsection 
shall affect the application of subsection 56(4.1) and 
sections 74.1 to 75 of this Act and section 74 of the 
Income Tax Act, chapter 148 of the Revised Statutes 
of Canada, 1952.» 


Related Provisions: 3 — Calculation of income; 129(4) — “Ca- 
nadian investment income” and “foreign investment income” 
defined. 


Pre-RSC History: That portion of subsec. 108(5) following para. 
(b) amended by 1988, c. 55, subsec. 75(9), to substitute “subsection 
56(4.1) and sections 74 to 75” for “sections 74 to 75”, applicable to 
1989 et seq. 
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All that portion of subsec. 108(5) following para. (b) amended by 
1986, c. 6, subsec. 53(4), applicable after May 21, 1985, -to substi- 
tute “sections 74 to 75” for “subsections 74(1) and (2), and 75(1) 
and (2)”. 

Subsec. 108(5) added by 1980-81-82-83, c. 140, subsec. 63(3), ap- 
plicable with respect to amounts included or deductible, as the case 
may be, in computing the income of a taxpayer for taxation years 
commencing after November 12, 1981. 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952’). 


Interpretation Bulletins: [T-243R4; Dividend refund to private 
corporations. 


(6) Variation of trusts — For the purposes of sub- 
sections 104(4), (5) and (5.2), where at any time the 
terms of a trust are varied, the trust shall at and after 
that time be deemed to be the same trust as, and a 


continuation of, the trust immediately before that | 


time, but, for greater certainty, nothing in this sub- 
section affects the application of paragraph 
104(4)(a.1). | 


History: Subsec. 108(6) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 44(9), applicable to variations occurring after February 
11, 1991, 


Definitions [s. 108]: “amateur: athlete. trust’ — 143.1(1)(a), 
248(1); “amount” — 248(1); “beneficiary” — 108(1); “calendar 
year’ — Interpretation Act 37(\)(a); “Canada” — 255; “capital in- 
terest” — 108(1), 248(1); “capital property” — 54, 248(1); “ceme- 
tery care trust” ; “corporation” — 248(1), Jnterpretation 
Act 35(1); “cost. amount” — 108(1),.248(1); “created by. the tax- 
payer’s will” — 248(9.1); “deferred profit sharing plan” — 147(1), 
248(1); “dividend” — 248(1); “eligible capital property” 
248(1); “eligible funeral arrangement” — 148.1(1), 248(1); ‘“‘em- 
ployee benefit plan”, “employee trust” — 248(1); “estate” — 
104(1), 248(1); “employees profit sharing plan” — 144(1), 248(1); 
“foreign retirement arrangement” — 248(1); “income of benefici- 
ary’ — 108(5); “income of trust” — 108(3); “income ‘interest” — 
108(1), 248(1); “individual” — 248(1); “inter vivos trust” — 
108(1), 248(1); “oil or gas well”, “person”; “personal: trust” — 


248(1); “pre-1972 spousal trust” — 108(1); “prescribed”, “prop- - 


erty” — 248(1); “province” — Interpretation Act 35(1); “registered 
education savings plan” — 146.1(1), 248(1); “registered pension 
plan” — 248(1); “registered retirement income fund” — 146.3(1), 
248(1); “registered retirement savings plan” — 146(1), 248(1); 
“registered supplementary unemployment benefit plan” — 145(1), 
248(1); “resident in Canada” — 250; “retirement compensation ar- 
rangement’, “share” — 248(1); “spouse” — 252(3),. (4)(a);. “taxa- 
tion year” — 104(23)(a), 249; “taxpayer” — 248(1); “testamentary 
trust” — 108(1), 248(1); “trust” —'104(1), 108(1), 248(1), (3); 
“unit trust” — 108(2),.248(1); “ % 


Division C — Computation of 
Taxable Income 


109. [Repealed under former Act] 


Pre-RSC History: S. 109 repealed by 1988, c. 55, s. 76, applicable 
to 1988 et seg. (See s. 118.) S. 109 formerly read: 


109. (1) Deductions permitted by individuals — For. the 
purpose of computing the taxable income of an individual, for 
a taxation year, there may be deducted such of the following 
amounts as are applicable: 


(a) married status — in the case ofan individual who, 
during the year, was.a married person who supported his 
spouse, an amount equal to the aggregate of 


(i) $1,600, and 
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(ii) $1,400 less the amount, if any, by which the 
spouse’s income for the year or, where the individual 
was living apart from his spouse at the end of the 
year by reason of a breakdown of their marriage,’ the 
spouse’s income for the year while married, exceeds 
$200; 


(b) wholly dependent persons — in the case of an indi- 
vidual not entitled to a deduction under paragraph (a) 
who, during the year, 


(i) was an unmarried person or a married. person who 
neither supported nor lived with his spouse and was 
not supported by his spouse, and 


(ii) whether by himself or jointly with one or more 
other persons maintained a self-contained domestic 
establishment (in which the individual lived) and ac- 
tually supported therein a person who, during the 
year, was ; ; 


(A) except in the case of a child of the individ- 


ual, resident in Canada, 


(B) wholly dependent’ for support on the tax- 
payer, or the taxpayer and: such sisi or per- 
sons, as the case may be, and 


(C) connected, by blood relationship, marriage 
or adoption, with the taxpayer, or the taxpayer 
and such person or persons, as the case may be, 


an amount equal to the aggregate of 
(iii) $1,600, and 


(iv) $1,400 less the amount, if any, By which the in- 
come for the year of the ecco person. exceeds 
$200; 


(c) single status — in the case of an individual not enti- 
tled to a deduction under paragraph (a) or (b), $1,600; 


(d) dependants — for each’ dependant of the individual 
for the year, an amount equal to, 


(i) if the dependant has not attained the age of 18 
years before the end of the year, the amount, if any, 
by which 


(A) 12 times the family allowance payable for a 
month in the year under subsection 3(1) of the 
Family Allowances Act, 1973 in respect of a 
child 


exceeds 


(B) ‘2 of the amount, if any, by which the in- 
come for the year of the dependant exceeds the 
amount by which. $1,600 exceeds twice: the 
amount determined under clause (A) for the 
year, and 


(11) if the dependant has attained the age of 18 years 


before the end of the year, 


(A) in the case of a person jay on the in- 
dividual by reason of mental or physical infir- 
mity, $550 less the amount, if any, by which the 
income for the year of the gine er exceeds 
$1,050, and 


(B) in any other case, the amount, if we by 
which 


(1) twice the amount determined under — 


clause (1)(A) for the year 
exceeds 


(ID) 'h of the amount, if any, by which the 
income for the year of the dependant ex- 
ceeds the amount by which: $1,600 exceeds 
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twice the amount determined under sub- 
clause (I) for the year, 


but not exceeding, where the dependant is, in re- 
spect of the individual or his spouse, a person re- 
ferred to in subparagraph (6)(b)(iii) or (iv), the 
amounts expended by the individual during the 
year for the support of that dependant; 


(e), (), (g) [Repealed] 


(h) over 65 years —in the case of an individual who, 
before the end of the year, has attained the age of 65 
years, $1,000; and 


(i) [Repealed] 


(2) Limitation — For the purpose of a deduction under para- 
graph (1)(b), the following rules apply: 


(a) no. deduction may. be made under that, paragraph by 
any taxpayer in respect of more than one person; 


(b) where a taxpayer is entitled to a deduction under that 
paragraph in respect of any person described therein 
neither the taxpayer nor any other taxpayer is entitled to a 
deduction under paragraph (1)(d) in respect of that per- 
son; and 


(c) no more than one taxpayer is entitled to a deduction 
under that paragraph in respect of the same person or the 
same domestic establishment, and in the event of failure 
on the part of two or more taxpayers otherwise entitled to 
a deduction under that paragraph to agree as to the tax- 
payer by whom the deduction may be made, no deduc- 
tion thereunder may be made by either or any of them. 


(3) [Repealed] 


(4) Alimony and maintenance cases — Where a taxpayer 
is entitled to a deduction in computing his income for a taxa- 
tion year under paragraph 60(b), (c) or (c.1) in respect of a 
payment for the maintenance of a spouse or child, the spouse 
or child shall, for the purposes of this section, be deemed not 
to be the spouse or child of the taxpayer. 


(5) Partial dependency — Where more than one taxpayer 
is, in respect of a taxation year, entitled to deduct an amount 
under paragraph (1)(d) in respect of the same dependant, the 
aggregate of all amounts deductible for the year by those tax- 
payers in respect of that dependant shall not exceed the maxi- 
mum amount that would be deductible under that paragraph 
for the year by any one of those taxpayers in respect of that 
dependant if that taxpayer were the only taxpayer entitled to 
deduct an amount under that paragraph in respect of that de- 
pendant and where the taxpayers cannot agree as to what por- 
tion of the amount each can deduct, the Minister may fix the 
portions. 


(6) “Dependant” defined — For the purposes of paragraph 
(1)(d) and subsection (5), “dependant” of an individual for a 
taxation year means a person who, during the year, was 


(a) dependent upon the individual for support; 

(b).in. respect.of the individual or his spouse, 
(i) his child or grandchild, 
(ii) his niece or nephew, if resident in Canada, 
(iii) his brother or sister, if resident in Canada, or 


(iv) his parent, grandparent, aunt or uncle, if resident 
in Canada; and 


(c) either 
(i) under 21 years of age, or 
(ii) 21 years of age or over and 


(A) dependent by reason of mental or physical 
infirmity, or 
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(B) a person referred to in paragraph (b) (other 
than subparagraph (iv) thereof) in full-time at- 
tendance at a school or. university. 


Subpara. 109(1)(a)(ii) substituted by 1986, c. 55, s. 30, applicable to 
1986 et seg. Subpara. 109(1)(a)(ii) formerly read: 
(ii) $1,400 less the amount, if any, by which the spouse’s in- 
come for the year while married exceeds $200; 
Subparas. 109(1)(a)(ii) and (b)(iv) amended by 1986, c. 6, subsecs. 
54(1) and (2), applicable to 1986 et seq., to substitute “$200” for 
“$300”; para. (d) substituted for paras. (d) to (g), by 1986, c. 6, sub- 
sec, 54(3), applicable to 1986 et seq., except that para. 109(1)(d) 
was to apply as follows to the 1986, 1987 and 1988 taxation years: 
(a) clause 109(1)(d)G)(A) shall be read: 
(A) for a taxation year ending in 
(I) 1986, $710, 
(Il) 1987; $560, and 
(IIT) 1988, $470; 
(b) subclause 109(1)(d)(ii1)(B)() shall be read: 
(I) for a taxation year ending in 
1. 1986, $1,420, 
2. 1987, $1,200, and 
3. 1988, $1,000. 
Paras. (d) to (g) formerly read: 
(d) children — for each child or grandchild of the individual 
who, during the year, was dependent upon him for support 
and was 
(i) under 21 years of age, 


(11) 21 years of age or over and dependent by reason of 
mental or physical infirmity, or 


(iii) 21 years. of age or over and in full-time attendance at 
a school or university, 


an amount equal to 


(iv) if the child or grandchild has not attained the age of 
18 years before the end of the year, $710 less '/2 of the 
amount, if any, by which the income for the year of the 
child or grandchild, as the case may be, exceeds $2,350, 
and . 


(v) in any other case, $550 less the amount, if any, by 
which the income for the year of the child or grandchild, 
as the case may be, exceeds $1,150; 


(e) niece or nephew — for each niece or nephew of the in- 
dividual or his spouse who, during the year, resided in Can- 
ada, was dependent upon the individual for support and was a 
person described in subparagraph (d)(i), (ii) or (iii), an 
amount equal to, 
(1) if the niece or nephew has not attained the age of 18 
years before the end of the year, $710 less ' of the 
amount, if any, by which the income for the year of the 
niece or nephew, as the case may be, exceeds $2,350, and 


(ii) in any other case, $550 less the amount, if any, by 
which the income for the year of the niece or nephew, as 
the case may be, exceeds $1,150; 


(f) other dependants — an amount expended by the indi- 
vidual during the year for the support of a person who, during 
the year, was resident in Canada, was dependent upon the in- 
dividual for support and was 


(i) his parent or grandparent and dependent by reason of 
mental or physical infirmity, 


(ii) his, brother or sister 
(A) under 21 years of age, 


(B) 21 years of age or over and dependent by reason 
of mental or physical infirmity, or 
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(C) 21 years of age. or over and in-full-time attend- 
ance at a school or university, 


not exceeding an amount equal to, 


(iii) if the person has not attained the age of 18 years 
before the end of the year, $710 less '/ of the amount, if 
any, by which the income for the year of the: person ex- 
ceeds $2,350, and, 


(iv) in any other case; $550: less the amount;)if any, by 
which the income for the year of the person exceeds 
$1,150; 


(g) aunt or uncle — an amount expended by the individual 
during the year for the support of a person who, during the 
year, was the aunt or uncle of the individual or of the individ- 
ual’s spouse and was 


(i) resident in Canada, and 


(11) dependent upon the individual for support by reason 
of mental or physical infirmity, 


not exceeding $550 less the amount, if any, by which the in- 
come for the year of the person exceeds $1,150; 


Para. 109(2)(b) amended by 1986, c. 6, subsec. 54(4), applicable to 
1986 et seq., to substitute “described therein” for “therein de- 
scribed” and “paragraph (1)(d)” for “paragraph (1)(d), (e), (f) or 
(g)”. 


Subsec. 109(5) amended by 1986, c..6, subsec. 54(5), applicable to | 
1986 et seq., to substitute “paragraph (1)(d)” for “any of paragraphs | 


(1)(d), (e), (f) and (g)” and “that paragraph” for “any one of those 
paragraphs”. 


Subsec. 109(6) added by 1986, c. 50s subsec. 54(6), applicable to 
1986 et seq. 


All that portion of para. 109(1)(d), preceding subpara. (i), and all 
that portion of para. 109(1)(e) preceding subpara. (i) amended yy 
1985, c. 45, subsecs. 53(1), (2) to substitute “was dependent upon” 
for “was wholly dependent upon”, applicable to 1985 et seq. 


Subsec. 109(3) repealed by 1985, c. 45, subsec. 53(3), applicable to 
1985 ef seg. Subsec. 109(3) formerly read: 


(3) Dependent child — For the purpose of the deduction for 
a child under paragraph (1)(d), it shall be assumed, unless the 
contrary is established, that an illegitimate child was wholly 
dependent on his mother and that any other child was wholly 
dependent ‘on his father. 


Subsec. 109(5) substituted by 1985, c. 45, subsec. 53(4), applicable | 


to 1985 et seg. Subsec. 109(5) formerly read: 


(5) Partial dependency — Where more than one taxpayer 
is, in respect of a taxation year, entitled to deduct an amount 
under paragraph (1)(f) or (g) in respect of the same depen- 
dant, no more than the amount determined thereunder in. re- 
spect of the dependant for the year is deductible in respect of 
the dependant, and where the taxpayers cannot agree as to 
what portion of the amount each can deduct, the Minister may 
fix the portions. 


Para. 109(1)(e) substituted by 1984, c. 45, subsec. 34(1), applicable 
to 1984 et seg. Para. 109(1)(e) formerly read: 


(e) niece or nephew — for each niece or nephew of the in- 
dividual or his spouse, who, during the year, resided in Can- 
ada, was wholly dependent upon the individual for support 
and was a person described in subparagraph (d)(i), (ii) or (iii), 
if, during the year, 


(i), the mother of the niece or nephew, as the case may be, 
was living apart from, and was separated pursuant to a 
divorce, judicial separation or written separation agree- 
ment from, her husband or former husband and was. not 
in receipt of any amount as alimony or other allowance 
payable on a periodic. basis for the maintenance of the 
niece or nephew, 
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(11) the father of the niece or nephew, as the case may be, 
was physically or mentally infirm, or 


(111) the father of the niece or nephew, as the case may be, 
was deceased and the mother was not remarried, 


an amount equal to, 


(iv) if the niece or nephew has not attained the age of 18 
years before the end of the year, $710 less '/ of the 
amount, if any, by which the income for the year of the 
niece or nephew, as the case may be, exceeds $2,350, and 


(v) in any other case, $550. less the amount, if any, by 
which the income for the year of the niece or nephew, as 
the case may be, exceeds $1,150; 


Subsec. 109(4) substituted by 1984, c. 45, subsec. 34(2), to add ref- 
erence to para. 60(c.1), applicable to payments made in 1984 et seq. 


All that portion of subsec. 109(1) preceding para. (a), subparas. 
109(1)(d)(iv), (e)(iv) and (f)(iti) substituted by 1984, 'c. 1, subsecs. 
48(1) to (4), to substitute “$710” for “$300” and- “$2,350” for 
“$1,100” in subparas, 109(1)(d)(iv), (e)Gv) and (f)Gii), applicable to 
1984 et seg..All that portion of subsec..109(1) preceding para. (a), 
as substituted, applicable to.1983 et seq, That portion formerly read: 


109. (1) Deductions permitted by individuals — For the 
purpose of computing the taxable income of an individual for 
a taxation year, there may be deducted from his.income for 
the year such: of the following amounts as are applicable: 


Subpara. 109(1)(b)(11) substituted by 1980-81-82-83, c. 140, subsec. 
64(1), Sp RUCADIS to 1982 et oe Subpara. 109(1)(b)(1) formerly 
read: 


(i1), whether by himself or jointly, with one or more other per- 
sons, maintained a self-contained domestic establishment (in 
which the individual lived) and actually isa liao therein a 
person who, during the year, was 


(A) wholly dependent for support upon, and 


(B) connected, by blood relationship, marriage or adop- 
tion, with 


the taxpayer, or the taxpayer and such one or more. other per- 
sons, as the case may be, 


All that portion of para. 109(1)(f) preceding subpara. (i) substituted 
by, 1980-81-82-83,,.c. 140, subsec..64(2), to add.reference to the 
words “was resident in Canada,” applicable to 1982 et seq. 


Subparas. 109(1)(d)(iv), (e)(iv), (Gi) substituted by 1978-79, c. 5, 
s.'1, to substitute in each case “18 years” for “16 years”, applicable 
to 1979 et seq., except that for the 1979 taxation year reference 
to “18” shall be read asa reference to “17”. 


Subpara. 109(1)(b)G) substituted, para. 109(1)() repealed by 1976- 
77,.c. 4, 8. 42, applicable (as to subpara. 109(1)(b)(i)) to 1975 et 
seqg., and (as to para. 109(1)(i)) to 1976 et seq. Subpara. 
109(1)(b)(i), para. 109(1)(7) formerly read: 


(i) was an unmarried person or a married person who did 
not support or live with his spouse and was not supported 
by his spouse, and: 


(1) where the taxpayer’s spouse has, before the end of the 
year, attained the age of 65 years, the amount by which 
$1,000 exceeds the spouse’s income for the year minus all 
amounts deductible under this section otherwise than by vir- 
tue of paragraph (h). 
Para, 109(1)(i) added by 1974-75-76, c. 26,.s. 68, applicable to 1975 
et seq. 


Subparas. 109(1)(a)(i), (ii), (b) (iii), (iv), para. 109(1)(c), subparas. 
109(1)(d)(iv), (v), (e)(iv), (v), (f)Gii), (iv), and all that portion of 
para. 109(1)(g) following subpara. (ii) substituted by 1973-74, c. 30, 
subsecs. 11(1)—-(7), applicable to. 1973 et seg..These provisions for- 
merly read: 


(i) $1,500, and 
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(ii) $1,350 less the amount, if any, by which the spouse’s 
income for the year while married exceeds $250; 


(iii) $1,500, and 


(iv) $1,350 less the amount, if any, by which the income 
for the year of the dependent person exceeds $250; 


rea 


in the case of an individual not entitled to a deduction under 
paragraph (a) or (b), $1,500; 


(iv) if the child or grandchild has not attained the age of 
16 years before the end of the year, $300 less '/ of the 
amount, if any, by which the income for the year of the 
child or grandchild, as the case may be, exceeds $1,000, 
and 


(v) in any other case, $550 less the amount, if any, by 
- which the income for the year of the child or grandchild, 
as the case may be, exceeds $1,050; 


(iv) if the niece or nephew has not attained the age of 16 
years before the end ofthe year, $300 less '/2 of the 
amount, if any, by which the income for the year of the 
niece or nephew, as the case may be, exceeds $1,000, and 


(v) in any other case, $550 less the amount, if any, by 
which the income for the year of the niece or nephew, as 
the case may be, exceeds $1,050; 


(iii) if the person has not attained the age of 16 years 
before the end of the year, $300 less '/2 of the amount, if 
any, by which the income for the year of the person ex- 
ceeds $1,000, and 


(iv) in any other case, $550 less the amount, if any, by 
which the income for the year of the person exceeds 
$1,050; j 


not exceeding $550 less the amount, if any, by which the in- 
come for the year of the person exceeds $1,050; and 


Para. 109(1)(h) substituted by 1973-74, c. 14, s. 34, applicable to 
1972 et seq. 


110. (1) Deductions permitted — For the pur- 
pose of computing the taxable income of a taxpayer 
for a taxation year, there may be deducted such of 
the following amounts as are applicable: 

Pre-RSC History: That portion of subsec. 110(1) preceding para. 


(a) substituted by 1984, c. 1, subsec. 49(1), applicable to 1983 et 
seq. That portion formerly read: 


110. (1) Other deductions permitted — For the purpose of 
computing the taxable income of a taxpayer for a taxation 
year, there may be deducted from his. income for the year 
such of the following amounts as are applicable: 


(a) [Repealed under former Act] 
Pre-RSC History: Para. 110(1)(a) repealed by 1988, c. 55, subsec. 


77(1), applicable to 1988 et seg. (See ss. 118.1 and 110.1.) Para. 


110(1)(a) formerly read: 


(a) charitable gifts — the aggregate of gifts made by the tax- 
payer in the year (and in the 5 immediately preceding taxa- 
tion years to the extent of the amount thereof that was not 
deducted in computing the taxable income of the taxpayer for 
any preceding taxation year) to 


(1) registered charities, 


(ii) registered Canadian amateur athletic associations, 
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(iii) housing corporations resident in Canada and exempt 
from tax under this Part by paragraph 149(1)(), 


(iv) Canadian municipalities, 
(v) the United Nations or agencies thereof, . 


(vi) universities outside Canada prescribed to' be universi- 
ties the student body of which ordinarily includes stu- 
dents from Canada, and 


(vii) charitable organizations outside Canada to’ which 
Her Majesty in right of Canada has made a gift during the 
taxpayer’s taxation year or the 12 months immediately 
preceding that taxation year, 


not exceeding 20% of the income of the taxpayer for the year 
computed without reference to subsection 137(2), if payment 
of the amounts given is proven by filing receipts with the 
Minister that contain prescribed information; 


All that portion of para. 110(1)(a) preceding subpara. (i) amended 
by 1985, c. 45, subsec. 54(1), to substitute the heading “charitable 
gifts” for “charitable donations” and to substitute “deducted in com- 
puting” for “deductible in computing”, applicable to 1984 ef seq. 
except that gifts made by a taxpayer in a taxation year before 1984 
in which the taxpayer claimed a deduction under para. 110(1)(d) 
shall be considered to have been deducted in that taxation year. 


All that portion of para. 110(1)(a) preceding subpara. (i), substituted 
by 1980-81-82-83, c. 140, subsec. 65(1), to substitute “the five im- 
mediately preceding taxation years” for “the immediately preceding 
year” and to substitute “not deductible in computing the taxable in- 
come of the taxpayer for any preceding taxation year’ for “not de- 
ductible under this Act in computing the taxable income of the tax- 
payer for that immediately preceding year”. Para. 110(1)(a) 
applicable with respect to gifts made in the 1981 and subsequent 
taxation years. 


All that portion of para. 110(1)(a) following subpara. (vii) substi- 
tuted by 1980-81-82-83, c. 48, subsec. 57(1), applicable with re- 
spect to gifts made after 1979, except that in its application to taxa- 
tion years ending before October 29, 1980, it shall be read without 
the reference therein to “computed without reference to subsection 
137(2)”. That portion formerly read: 


not exceeding 20% of the income of the taxpayer for the year, 
if payment of the amounts given is proven by filing receipts 
with the Minister that, in the case of a donation to a registered 
charity or registered Canadian amateur athletic association, 
contain prescribed information; 


“Registered charity(ies)” substituted for “registered Canadian chari- 
table organization(s)” in para. 110(1)(a) by 1976-77,.c. 4,.s.. 87 and 
Schedule II, applicable to 1977 et seq. 


(b)—(b.1) [Repealed under former Act] 


Pre-RSC History: Paras. 110(1)(b), (b.1) repealed by 1988, c. 55, 
subsec. 77(1), applicable to 1988 et seg. Paras. 110(1)(b), (b.1) for- 
merly read: . 


(b) gifts to Her Majesty — the aggregate of gifts made by 
the taxpayer in the year (and in the 5 immediately preceding 
taxation years, to the extent of the amount thereof that was 
not deducted in computing the taxable income of the taxpayer 
for any preceding taxation year) to Her Majesty in right of 
Canada and Her Majesty in right of the provinces, not ex- 
ceeding the amount remaining, if any; when the amount de- 
ducted for the year under paragraph, (a) is deducted from the 
income of the taxpayer for the year, if payment of the 
amounts given is proven by filing receipts with the Minister 
that contain prescribed information; 

(b.1) gifts to institutions — the aggregate of gifts of objects 
that the Canadian Cultural Property Export Review Board has 
determined meet all of the criteria set out in paragraphs 
23(3)(b) and (c) of the Cultural Property Export and Import 
Act, which gifts were not deducted under paragraph (a) or (b) 
and were made by the taxpayer in the year (and in the 5 im- 
mediately preceding taxation years, to the extent of the 
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amount thereof that was not deducted under this Act in com- 
puting the taxable income of the taxpayer for any preceding 
taxation year) to institutions or public authorities in Canada 
that were, at the time the gifts were made, designated under 
subsection 26(2) of that Act either generally or for a purpose 
related to those objects, not exceeding the amount remaining, 
if any, when the amounts deducted for the year under 
paragraphs (a) and (b) are deducted: from the income of the 
taxpayer for the year, if payment of the amounts given is 
proven by filing receipts with the Minister that contain pre- 
scribed information; 


Paras. 110(1)(b), (b.1) amended by 1985, c. 45, subsec. 54(2), to 
substitute, in (b), “deducted in computing” for “deductible in com- 
puting” and “the amount deducted for the year” for “the amount de- 
ductible for the year”, and in (b.1), “deducted under this Act” for 
“deductible under this Act”, and “the amounts deducted. for the 
year” for “the amounts deductible for the year’, applicable to 1984 
et seg. except that gifts made by a taxpayer in a taxation year before 
1984 in which the taxpayer claimed a deduction under para. 
110(1)(d) shall be considered to have been deducted in that taxation 
year. 


Paras. 110(1)(b), (b.1) substituted by 1980-81-82-83, c. 140, subsec. 
65(2), applicable with respect to gifts made in the 1981 and subse- 
quent taxation years. Paras. 110(1)(b) and (b.1) formerly read: 


(b) the aggregate of gifts made by the taxpayer in the year 
(and in the immediately preceding year, to the extent of the 
amount thereof that was not deductible under this Act in com- 
puting the taxable income of the taxpayer for that immedi- 
ately preceding year) to Her Majesty in right of Canada and 
Her Majesty in right of the provinces, not exceeding the 
amount remaining, if any, when the amount deductible for the 
year under paragraph (a) is deducted from the income of the 
taxpayer for the year, if payment of the amounts given is 
proven by filing receipts with the Minister that contain pre- 
scribed information; 


(b.1) the aggregate of gifts and objects. that the Canadian Cul- 
tural Property Export Review Board has determined meet all 
of the criteria set out in paragraphs 23(3)(b) and (c) of the 
Cultural Property Export and Import Act, which gifts were 
not deducted under paragraph (a) or (b) and were made by the 
taxpayer in the year (and in the immediately preceding year, 
to the extent of the amount thereof that was not deductible 
under this Act in computing the taxable income of the tax- 
payer for that immediately preceding year) to institutions or 
public authorities in Canada that were, at the time the gifts 
were made, designated under subsection 26(2) of that Act ei- 
ther generally or for a purpose related to ‘those objects, not 
exceeding the amount remaining, if any, when the amounts 
deductible for the year under paragraphs (a) and (b) are de- 
ducted from the income of the taxpayer for the year, if pay- 
ment of the amounts given is proven by filing receipts with 
the Minister that contain prescribed information; 


Paras. 110(1)(b), (b.1) substituted by 1980-81-82-83, c. 48, subsec. 
57(2), applicable with respect to gifts made after 1979, to add “that 
contain prescribed information”. 

Para. 110(1)(b.1) added by 1974-75-76, c¢. 50;.s. 50, in force from 
September 6, 1977. 

Selected Cases [para. 110(1)(b.1)]: Friedberg v. Canada, 
[1992] 1 C.T.C. 1 (FCA); leave to appeal to SCC refused [unre- 
ported] (July 2, 1992), Doc. 22990 (No deduction was permitted in 
respect of a gift where taxpayer had no title to property when he 
donated it). 


(c) [Repealed under former Act] 


Pre-RSC History: Para. 110(1)(c) repealed by 1988, c. 55, subsec. 
77(1), applicable to 1988 et seg. (See s. 118.2.) Para. 110(1)(c) for- 
merly read: 
(c) medical expenses — an amount equal to that portion of 
medical expenses in excess of 3% of the taxpayer’s income 
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for the year paid either by the taxpayer or his legal 
representative, 


(i) in the event of the death of the taxpayer in the year, 
within any period of 24 months that included the day of 
death, or 


(ii) in any other case, within any period of 12 months 
ending in the year 


if the amount was not included in the calculation of a deduc- 
tion for medical expenses under this Act for a preceding taxa- 
tion year, payment of the expenses 1s proven by filing receipts 
with the Minister and the payment was made 


(iii) to a medical practitioner, dentist or nurse qualified to 
practise under the laws of the piace where the expenses 
were incurred or a public or licensed private hospital in 
respect ofa birth in the family of, illness of or operation 
on the taxpayer, his spouse or any dependant in respect of 
whom he may make a deduction from income under sec- 
tion 109 for the year in which the expense was incurred, 


(iv) as remuneration for one full-time attendant upon, or 
for the full-time care in a nursing home of, a person who 
is the taxpayer, his spouse or any such dependant and 
who has a severe and prolonged mental or physical im- 
pairment that is certified as such in prescribed form by a 
medical doctor licensed to practise under the laws of a 

province of Canada or of the place where the person 
resides, 


(iv.1) as remuneration for one full-time attendant upon an 
individual who was the taxpayer, his spouse or any such 


dependant (which individual is referred to in this subpar- * 


agraph as the “cared-for person”) in a self-contained do- 
mestic establishment in which the cared-for person lived, 
if 


(A) the cared-for person is, and has been certified by 
a qualified medical practitioner to be, a person who, 
by reason of physical or mental infirmity, is and is 
likely to be for a long-continued period of indefinite 
duration dependent on others for his personal needs 
and care and who, as a result thereof, requires a full- 
time attendant, 


(B) the attendant was not 


(1) a person in respect of whom the taxpayer or 
the taxpayer’s spouse has made a deduction from 
income under section 109 for the taxation year in 
which.-the remuneration ‘was paid, or, 


(II) at the time the remuneration was paid, under 
21 years of age and connected with the taxpayer 
or the taxpayer’s spouse by blood relationship, 
marriage or adoption, and 


(C) each receipt filed with the Minister to prove pay- 
ment of the remuneration contains the Social Insur- 
ance Number of the person who issued the receipt, 


(v) for the full-time care*in a nursing home of the tax- 

‘payer, his spouse or any such dependant, who has been 
certified by a qualified medical practitioner to be a per- 
son who, by reason of lack of normal mental capacity, is 
and in the foreseeable future will continue to: be depen- 
dent on others for his personal needs and care, 


(vi) for the care, or the care and training, at a area in- 
stitution or other place of the taxpayer, his spouse. or. any 
such dependant, who has been certified by an appropri- 
ately qualified person to-be an individual who, by reason 
of a physical or mental handicap requires the equipment, 
facilities or personnel specially provided by that school, 
institution or other place for the care, or the care and 
training, of individuals suffering from the belies suf- 
fered by that individual, 


(vii) [Repealed] 
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(viii) for transportation by ambulance to or from‘a public 
or licensed private hospital for the taxpayer, his spouse or 
any such dependant, 


(vili.1) to a person engaged in the business of providing 
transportation services, to the extent that the payment 
was made for the transportation of 


(A) an individual who was the taxpayer, his spouse 
or any such dependant (which individual is referred 
to in this subparagraph as the “patient’), and 


(B) one individual who accompanied the patient, 
where the patient was, ‘and has been certified by a 
‘qualified medical practitioner to be, incapable of 
travelling without the assistance of an attendant, 


from the locality where the patient was dwelling to a 
place, not less than, 40 kilometres from that locality, 
where medical services are normally provided, or from 
that place to that locality, if 


(C) substantially equivalent medical services were 


not available in that locality, 


(D) the route, travelled by the patient was, having re- 
gard to the circumstances, a reasonably direct route, 
and 


(E) the patient travelled to that place to obtain medi- 
cal services for himself and it was reasonable, having 
regard to the circumstances, for the patient to travel 
-to that place to obtain those services, 


(viii.2) for reasonable travelling expenses incurred in re- 
spect of an individual who was.a patient described in 
clause (vill.1)(A) and one individual who was his attend- 
ant within the requirements of clause (viii.1)(B) to obtain 
medical services in a place that is not less than 80 
kilometres from the locality where the patient was dwell- 
ing if the circumstances ‘described in clauses (viii.1)(C), 
(D) and (E) apply, 


(ix) for or in respect of an artificial limb, iron lung, rock- 
ing bed for poliomyelitis victims, wheel chair, crutches, 
spinal brace, brace for a limb, iliostomy or colostomy 
pad, cloth diapers or disposable briefs used by a person 
who is incontinent by reason of illness, injury or afflic- 
tion, truss for hernia, artificial eye, laryngeal speaking 
aid, aid to hearing or artificial kidney machine for the 
taxpayer, his spouse, or any such dependant, 


(x) for eye glasses or other devices for the treatment or 
correction of a defect of vision, for the taxpayer, his 
spouse or any such dependant as prescribed by such a 
medical practitioner or an optometrist qualified to prac- 
tise under the laws of the place where the expenses were 
incurred, } 


(xi) for an oxygen tent or other equipment necessary to 
administer oxygen or for insulin, oxygen, liver extract in- 
jectible for pernicious anaemia or vitamin B12 for perni- 
cious anaemia, for use by the taxpayer, his spouse or any 
such dependant as prescribed by such a medical 
practitioner, 


(xi.1) on behalf of an individual who was the taxpayer, 
his spouse or any such dependant, who was totally blind 
or profoundly deaf 


(A) for a dog trained to guide or assist.a blind or deaf 
person provided by a person or organization one of 
whose main purposes is the training of such dogs, 


(B) for the care and maintenance of such a dog, in- 
cluding food and veterinarian care, 


(C) for reasonable travelling expenses of the individ- 
ual incurred in travelling to and from a school, insti- 
tution or other place that trains blind or deaf persons 
in the handling of such dogs, and 
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(D) for reasonable board and lodging expenses of the 
individual incurred while he was required to live 
away from his ordinary place of residence because 
he was‘in full-time attendance at a school, institution 
or other place that trains blind or deaf persons in the 
handling of such dogs, 


(xii) for any device or equipment, not described in any 
other subparagraph of this paragraph, of a prescribed 
kind, for use by the taxpayer, his spouse or any such de- 
pendant as prescribed’ by such a medical practitioner, 


(xiii) for drugs, medicaments or other preparations or 
substances (except those described in subparagraph (xi)) 
manufactured, sold or represented for use in the diagno- 
sis, treatment or prevention of a disease, disorder, abnor- 
mal physical state, or the. symptoms. thereof or in restor- 
ing, correcting or modifying an organic function, 
purchased for use by the: taxpayer, his spouse or any such 
dependant as prescribed by such a medical practitioner or 
dentist and as recorded by a pharmacist licensed to prac- 
tise under the laws of the place where the expenses were 
incurred, 


(xiv) for laboratory, radiological or other diagnostic pro- 
cedures or services together with necessary interpreta- 
tions, for maintaining health, preventing diseases or as- 
sisting in the diagnosis or treatment of any injury, illness 
or disability, for the taxpayer, his spouse or any such de- 
pendant as prescribed by such a medical practitioner or 
dentist, 3B 


(xv) to. a person authorized under the laws of a province 
to carry on the business of a dental mechanic, for the 
making or repairing of an upper or lower denture, or for 
the taking of impressions, bite registrations and insertions 
in respect of the making, producing, constructing and fur- 
nishing of an upper or lower denture, for the taxpayer, his 
spouse or any such dependant, or 


(xvi) as a premium, contribution or other consideration to 
a private health services plan in respect of one or more of 
the taxpayer, his spouse and any member of his house- 
hold with whom he is connected by blood relationship, 
marriage or adoption; 


Subpara. 110(1)(c)Gv) substituted by 1986, c. 55, subsec. 31(1), ap- 
plicable to 1986 et seg. Subpara.:110(1)(c)Gv) formerly read: 


(iv) as remuneration for one full-time attendant upon, or for 
the full-time care in a nursing home of, the taxpayer, his 
spouse or any such dependant. who, on. application made 
before the end of the immediately following taxation year, is 
certified by the Minister of National Health and Welfare as 
being a person who, during the ‘year, has a severe and pro- 
longed mental or physical*impairment, if a certificate issued 
under subparagraph (e)(i) to that effect is filed for the year, 


Subpara. 110(1)(c)(iv) substituted and subpara. 110(1)(c)(vii) re- 
pealed by 1986, c. 6, subsecs. 55(1) and (2), applicable to 1986 er 
seq. Subparas. 110(1)(c)(iv), (vii) formerly read: 


(iv) as remuneration for one full-time attendant upon, or for 
the full-time care in a nursing home of, the taxpayer, his 
spouse or any such dependant who was, throughout any 12- 
month period ending in the year, necessarily confined for a 
substantial period of time each day, by reason of illness, in- 
jury or affliction, to a bed or wheel chair, 


(vii) as remuneration for one full-time attendant upon the tax- 
payer, his spouse or any such dependant who was totally 
blind at any time in the taxation year and required the ser- 
vices of an attendant, 


All that portion of para. 110(1)(c) preceding subpara. (iii) substi- 
tuted; subpara. 110(1)(c)(v) amended to substitute “the taxpayer, his 
spouse or any such dependant who has been certified” for “any such 
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dependant if the dependant is, and has been certified” and to substi- 
tute “mental capacity” for “mental development’; and all that por- 
tion of 110(1)(c) following subpara. 110(1)(c)(xiv) substituted by 
1985, c. 45, subsecs. 54(3)-(5), applicable to 1985: et seq. 


That portion of para. 110(1)(c) preceding subpara. (111) and that por- 
tion following subpara. (xiv) formerly read: 


an amount equal to that portion of medical expenses in excess 
of 3% of the taxpayer’s income for the year paid either by the 
taxpayer or his legal representatives 


(1) within a period of 12 months ending in the year and 
not included in the calculation of a deduction for medical 
expenses under this Act for a previous year, or 


(11) in the event of the death of the taxpayer, within a pe- 
riod of 12 months commencing in the year and not in- 
cluded in the calculation of a deduction for medical ex- 
penses under this Act for a previous year 


if payment was made 


(xv) to a person authorized under the laws of a province 
to carry on the business of a dental mechanic, for the 
making or repairing of an upper or lower denture, or for 
the taking of impressions, bite registrations and insertions 
in respect of the making, producing, constructing and fur- 
nishing of an upper or. lower denture, 


if payment of the expenses is proven by filing receipts with 
the Minister; 


Subparas. 110(1)(c)Gx) and (xi.1) substituted by 1984, c. 45, sub- 
secs. 35(1), (2) to add “cloth diapers or disposable briefs used by a 
person who is incontinent by reason of illness, injury or affliction” 
in subpara. (1x); to add “or profoundly deaf” to that portion of sub- 
para. (xi.1) preceding cl. (A); to substitute “guide or assist a blind or 
deaf person” for “guide a blind person” and to delete, following 
“training of such dogs”, the phrase “(in this subparagraph referred 
to as a guide dog)” from cl. (x1.1)(A); to add “or deaf” and to substi- 
tute “such” for “guide” in cls. (A)—-(D), applicable to 1984 et seq. 


All that portion of subpara. 110(1)(c)(viii.1) following cl. (B) and 
preceding cl. (C) substituted by 1980-81-82-83, c. 140, subsec. 
65(3), to substitute “40 kilometres” for “25 miles”, applicable with 
respect to payments made after 1981. 


Subpara. 110(1)(c)(viii.2) added by 1980-81-82-83, c. 140, subsec. 
65(4), applicable to the 1982 and subsequent taxation years. 


Subpara. 110(1)(c)G@v) substituted by 1976-77, mers subsec. 43(1), 
applicable to 1973 et seg. Subpara. 110(1)(c)(iv) formerly read: 


(iv) as remuneration for one full-time attendant upon, or for 
the full-time care in a nursing home of, the taxpayer, his 
spouse or any such dependant who was throughout the whole 
of a 12 months’ period ending in the taxation year necessarily 
confined by reason of illness, injury or affliction to a bed or 
wheel chair, 


Subpara. 110(1)(c)(vi) substituted, subpara. 110(1)(c)(xi.1) added 
by 1974-75-76, c. 26, subsecs. 69(1), (2), applicable to 1974 et seq. 
Subpara. 110(1)(c)(vi) formerly read: 


(vi) for the care, or the care and training of the taxpayer, his 
spouse or any such dependant in a school, institution or other 
place that is specially equipped to provide care and training to 
persons who are physically or mentally handicapped and that 
admits for care, or for care and training, only persons who are 
so handicapped, 


Subparas. 110(1)(c)(iv.1), (viil:1) added by 1973-74, c. 14, subsecs. 
35(1), (3), applicable to 1972 et seq. 
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C.T.C. 208 (FCTD) (“Designed”. can be read as meaning “in- 
tended”. Air conditioner deductible as medical expense). 


(d) employee stock options — where, after 


[ 
. 
Selected Cases [para. 110(1)(c)]: Brown y.. Canada, [1995] : 
February 15, 1984; 


(i) a corporation has agreed to sell, issue or | 
cause to be issued to the taxpayer a share of | 
its capital stock or of the capital stock of an- | 
other corporation with which it does not deal | 
at arm’s length, | 

; 


(ii) the share was a prescribed share at the 
time of its sale or issue, as the case may be, 
or, where the taxpayer has disposed of rights 
under the agreement, the share would have 
been a prescribed share if it were issued or 
sold to the taxpayer at the time the taxpayer 
disposed of such rights, 


(iii) the amount payable by the taxpayer to ac- 
quire the share under the. agreement (deter- 
mined without reference to any change in the 
value of .a currency of a country other than 
Canada relative to Canadian currency during 
the period between the time the agreement 
was made and the time the share was ac- 
quired) is not less than the amount by which 


(A) the fair market value of the share at the 
time the agreement was made 


exceeds 


(B) the amount, if any, paid by the tax- 
payer to acquire the right to acquire the 
share, 


or where the rights under the agreement were 
acquired by the taxpayer as a result of one or 
more dispositions. of rights to which subsec- 
tion 7(1.4) applied, the amount payable by the 
taxpayer to acquire the old share under the 
original option (determined without reference 
to any change in the value of a currency of a 
country other than Canada relative to Cana- 
dian currency during the period between the 
time the agreement was made and the time the 
share was acquired) that was disposed of in 
consideration for a new option in the first such 
disposition was not less than the amount by 
which 


(C) the fair market value of the old share at 
the time the agreement in respect of the 
original option was made 


exceeds 


(D) the amount, if any, paid by the tax- 
payer to acquire the right to acquire the old 
share, and 


(iv) at the time immediately after the agree- 
ment was made and, where the rights under 
the agreement were acquired by the taxpayer 
as a result of one or more dispositions to 
which subsection 7(1.4) applied,.at the time 
the agreement in respect of the original option 
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was. made and at the time immediately after 
each disposition, the taxpayer was dealing at 
arm’s length with the corporation, the other 
corporation and the corporation of which the 
taxpayer is an employee, 
an amount equal to 1/4 of the amount of the bene- 
fit deemed by subsection 7(1) to have been re- 
ceived by the taxpayer in the year in respect of 
the share or the transfer or other disposition of 
the rights under the agreement; 


Related Provisions: 7(1.4) — Rules where options exchanged; 
7(2) — Shares held by trustee; 110(1)(d.1) — Alternative. deduc- 
tion; 110(1.5) — Value of share under stock option; 111.1 — Order 


of applying ‘provisions; 114.2 — Deductions in separate returns; 
127.52(1)(h) — Deduction disallowed for minimum tax purposes; 
164(6.1) — Exercise or disposition of employee stock option by le- 
gal representative of deceased employee. 


History: Subpara. 110(1)(d)(iii) substituted. by 1994, c. 21, subsec. 
49(1), applicable to 1992 et seg. That subpara, formerly read: 


(iii) the amount payable by the taxpayer to: acquire the share 
under the agreement is not less than the. amount by which 


(A) the fair market value of the share at tne time the 
agreement was made 


exceeds 


(B) the amount, if any, paid by the taxpayer to acquire 
the right to acquire the share, 


or where the rights under the agreement were acquired by the 
taxpayer as a result of one or more dispositions of rights to 
which subsection 7(1.4) applied, the amount payable by the 
taxpayer to acquire the old: share under the original option 
that was disposed of in consideration for a new. option: in, the 
first such disposition was not less than the amount by which 


(C) the fair market value of the old share at the time that 
the agreement in respect of the original option was made 


exceeds 


(D) the amount, if any, paid by the taxpayer to acquire 
the right to, acquire the old share, and 


Para, 110(1)(d) amended by 1994, c. 7, Sch. Il (1991, c. 49), subsec. 
78(1), to, substitute. subparas. (i) to (iv), applicable to 1988 ef seq., 
except that, in the application of the. para. with respect to shares 
acquired or rights in respect of shares transferred: or otherwise dis- 
posed of before 1990, the reference therein to “'/4” shall be read as 
“1/3” Subparas. (i) to (iv) formerly ‘read: 


(1) a corporation has agreed to sell or issue to the taxpayer a 
share of its capital stock or the capital stock of another corpo- 
ration with which it does not deal at arm’s length, 


(11) the share was a prescribed share at the time of its sale or 
issue, as the case may be, or, in circumstances where the tax- 
payer has disposed of the taxpayer’s rights under the agree- 
ment, the share would have been a prescribed share if it were 
issued or sold to the taxpayer at the time the taxpayer dis- 
posed of his rights, ek) 


(iii) the amount payable by the taxpayer to acquire the share 
under the agreement is not less than the fair market value of 
the share at the time the agreement was made, and 


(iv) at.the time immediately after the agreement was made the 
taxpayer was dealing at arm’s length with the corporation, the 
other corporation and the corporation of which the taxpayer is 
an employee, 


S. 110(1)(d.1) 


Pre-RSC History: That portion of para. 110(1)(d) following sub- 
para. (iv) amended by 1988, c. 55, subsec. 77(2), to substitute “1/4” 
for “one-half”, applicable in respect of shares acquired or rights in 
respect of shares transferred or otherwise disposed of after 1987, 
except that in applying para. 110(1)(d) to shares acquired or rights 
in respect of shares transferred or otherwise disposed of after 1987 
and before 1990, the reference therein to “'/s” shall be read as a ref- 
erence to “‘!/3”, 


Subparas. 110(1)(d)(i), (ii) substituted by 1987, c. 46, subsec. 38(1), 
applicable in respect of shares of a corporation issued or sold, or 
rights disposed of after May 22, 1985, other than shares issued 
before 1986 under the terms of an agreement in writing entered into 
before May 23, 1985. Subparas. 110(1)(d)(i), (ii) formerly read: 


(i) a corporation has agreed to sell or issue a share of its capi- 
tal stock, or of another corporation with which it does not 
deal at arm’s length, to the taxpayer, 


(ii) the share is a prescribed share at the time of its sale or 
issue, as the case may be, 
Subpara. 110(1)(d)(ii) substituted by 1986, c. 6, subsec. 55(3), ap- 
plicable in respect of shares of a corporation issued or sold, as the 
case may: be, after May 22, 1985, other, than.shares issued: before 
1986 under the terms of an agreement in writing entered into before 
May 23, 1985, Subpara. 110(1)(d)(@i) formerly read: 


(ii) the share is or would be a qualifying share if at the time of 
its sale or issue, as the case may be, subsection 192(6) were 
read without the words “taxable Canadian” and “after June 
30, 1983 and before 1987”, 


Para. 110(1)(d) added by 1984, c. 45, subsec. 35(3). 


Pre-RSC History [former para. 110(1)(d)]: Former para. 
110(1)(d) repealed by 1984, c. 1, subsec. 49(2), applicable to 1984 
et seq. Former para. 110(1)(d) read: 


(d) optional standard deduction — $100 in the case of a 
taxpayer who is an individual, but where a deduction is made | 
under this paragraph in computing the taxable income of the 
taxpayer, fora taxation year, 


(i) no deduction may be made under paragraph (a) of this 
subsection in respect of gifts made by him in that year in 
computing his taxable income for He or a Sy ehee yagi 
taxation year, and 


(ii) no deduction may be made under paragraph (c) of 
this subsection in computing his taxable income for that 
year; 

Regulations: 6204 (prescribed share). 

Interpretation Bulletins: IT-113R4: Benefits to employees — 


stock options; IT-151R4: Scientific research and experimental de- 
velopment expenditures. 


1.T. Technical News: No. 7 (stock options plans — receipt of 
cash in lieu of shares). 


(d.1) idem — where the taxpayer 
(i) is deemed, under paragraph 7(1)(a) by vir- 
tue of subsection 7(1.1), to have received a 


benefit in the year in respect of a share ac- 
quired by the taxpayer after May 22, 1985, 


(ii) has not disposed of the share (otherwise 
than as a consequence of the taxpayer’s death) 
or exchanged the share within two years after 
the date the taxpayer acquired it, and 


(iii) has not deducted an amount under para- 
graph (d) in respect of the benefit in comput- 
ing the taxpayer’s taxable income for the year, 


an amount equal to '/4 of the amount of the 
benefit; 
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Related Provisions: 7(1.5)— Rules where shares exchanged; 
7(2) — Shares held by trustee; 110(1)(d) — Alternative deduction; 
111.1 — Order of applying provisions; 114.2 — Deductions in sep- 
arate returns; 127.52(1)(h) — Deduction disallowed for minimum 
tax purposes; 248(8) — Occurrences as a consequence of death. 


Pre-RSC History: That portion of para. 110(1)(d.1) following 
subpara. (iii) amended to substitute “'/s’ for “'h” by 1988, c. 55, 
subsec. 77(3), applicable to shares disposed of or exchanged after 
1987 except that in applying the para. to shares disposed of before 
1990 the reference to “'/” shall be read as “!/3”. 


Para. 110(1)(d.1) added by 1986, c. 6, subsec. 55(4), applicable with 
respect to shares acquired after May 22, 1985. 


Interpretation Bulletins: IT-113R4: Benefits to.employees — 
stock options. 


(d.2) prospector’s and _ grubstaker’s 
shares — where the taxpayer has, under para- 
graph 35(1)(d), included an amount in the tax- 
payer’s income for the year in respect of a share 
received after May 22, 1985, an amount equal to 
Ys of that amount unless that amount is exempt 
from income tax in Canada by reason of a provi- 
sion contained in a tax convention or agreement 
with another country that has the force of law in 
Canada; 


Related Provisions: 111.1 — Order of applying provisions; 
114.2 — Deductions in separate returns; 127,52(1)(h) — Deduction 
disallowed for minimum tax purposes. 


Pre-RSC History: Para. 110(1)(d.2) amended to substitute “1/9” 
for “'/2” and “by. reason of” for “by virtue of’ by 1988, c. 55, subsec. 
77(4), applicable to shares disposed of or exchanged after 1987 ex- 
cept that in applying the para. to shares disposed of or exchanged 
after 1987 and before 1990, the reference to “'/s” shall be read as 


CAMP 


Para. 110(1)(d.2) added by 1986, c.-6, subsec. 55(4), applicable with 
respect to shares acquired after May 22, 1985. 


(d.3) employer’s shares [where election 
made re DPSP] — where the -taxpayer has, 
under subsection 147(10.4), included an amount 
in computing the taxpayer’s income for the year, 
an amount equal to 1/4 of that amount; 


Related Provisions: 111.1 — Order of applying provisions; 
114.2 — Deductions in separate returns; 127.52(1)(h) — Deduction 
disallowed for minimum tax purposes. 


Pre-RSC History: Para. 110(1)(d.3) amended by 1988, c. 55, 
subsec. 77(5), to substitute “'/4” for “'h”, applicable to shares dis- 
posed of or exchanged after 1987, other than shares acquired on ter- 
minations of interests in deferred profit sharing plans occurring 
before.May 24, 1985, except that in applying para. 110(1)(d.3) to 
shares disposed of or exchanged after 1987 and before 1990, the 
reference therein to “'/,” shall be read as a reference to “/s”. 


Para. 110(1)(d.3) added by 1986, c. 6, subsec. 55(4); applicable (by 
subsec. 55(13) as amended by 1986, c. 55, s. 81) with respect to 
shares acquired on terminations of interests in DPSPs after May 23, 
1985. 


Interpretation Bulletins: IT-281R2: Elections on single pay- 
ments from a deferred profit-sharing plan. 


(e) [Repealed under former Act] 
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Pre-RSC History: Para. 110(1)(e) repealed by 1988, c. 55, subsec. 
77(6), applicable to 1988 et seq. (See s: 118.3.) Para. 110(1)(e) for- 
merly read: 


(e) mental or physical impairment — $2,860 if 


(i) the taxpayer has a severe and prolonged mental or 
physical impairment that has been certified as such in 
prescribed form by a medical doctor licensed to practise 
under the laws of a province of Canada or of the place 
where the taxpayer resides, 


(11) the taxpayer has filed with the.Minister the form pre- 
scribed for the purposes of subparagraph (i), and 


(iii) no amount in respect of remuneration for an attend- 
ant, or care in a nursing home, by reason of the mental or 
physical impairment of the taxpayer is included by the 
taxpayer or any other person in calculating a deduction 
for medical expenses under this section for the year; 


Para. 110(1)(e) substituted by 1986, c. 55, subsec. 31(2), applicable 
to 1986 et seg. Para. 110(1)(e) formerly read: 


(e) mental or physical impairment — $1,000, if the 
taxpayer 


(1) is, on application made by him before the end of the 
immediately following taxation year, certified by the 
Minister of National Health and Welfare as being a per-’ 
son who, during the year, has a severe and prolonged 
mental or physical impairment, 


(ii) has filed with the Minister a certificate issued by the _ 
Minister of National Health and Welfare under subpara- 
graph (i), and 


(iii) did not include any amount in respect of remunera- 
tion for an attendant, or care in a nursing home, by reason 
of his mental or physical impairment, in calculating a de- 
duction for medical expenses under this section for the 
year; 


Para. 110(1)(e) substituted by 1986, c. 6, subsec. 55(5), applicable 
to 1986 et seq. Para. 110(1)(e) formerly read: 


(e) blind persons and persons confined to bed or wheel 
chair — $1,000, if the taxpayer 


(1) was totally blind at any time in the year, or was neces- 
sarily confined for a substantial period of time each day, 
by reason of illness, injury or affliction, to a bed or wheel 
chair throughout 


(A) any 12 month period ending in the year, or 


(B) a period that commenced in the year and ‘contin- 
ued to the end of the year where, in the opinion of a 
medical practitioner, the taxpayer is likely to be so 
confined for a period of at least 12 months, and 


(ii) did not include any amount in respect of remunera- 
tion for an attendant, or care in a nursing home, by reason 
of his blindness, illness, injury or affliction in calculating 
a deduction for medical expenses under this section for 
the year; 


Subpara. 110(1)(e)(i) substituted by 1984, c. 45, subsec. 35(4), ap- 
plicable to 1984 ef seq. Subpara. 110(1)(e)G) formerly read: 


(1) was totally blind at any time in the year or was, throughout 
the whole of the year, necessarily confined, by reason of ill- 
ness, injury or affliction, to a bed or wheel chair, and 


Subpara. 110(1)(e)() ‘substituted by 1974-75-76, c. 26, subsec. 
69(3), applicable to 1973 et seq. Subpara. 110(1)(e)G) formerly 
read: 


(1) was totally blind at any time in the year or was, throughout 
any 12-month period ending in the year, necessarily confined 
for a substantial period of time each day, by reason of illness, 
injury or affliction, to a bed or wheel chair, and 
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All that portion of para. 110(1)(e) preceding subpara. (i) substituted 
by 1973-74, c. 14, subsec. 35(4), applicable to 1972 et seq. 
(e.1), (e.2) [Repealed under former Act] 
Pre-RSC History: Para. 110(1)(e.1) repealed by 1988, c. 55, sub- 
sec. 77(6), Sara ae to one et seq. Para. 110(1)(e.1) formerly 
read: 
(e.1) dependant having impairment — where the taxpayer 
“has claimed, in respect of a person resident in Canada at any 
time in the year who was entitled to a deduction for the year 
under paragraph (e), a deduction under 
(i) paragraph 109(1)(b), or 


(ii) paragraph ss) where that person. was his child 
or grandchild; 


or could have claimed such: a deduction had that person no 
income for the year and where no amount in respect of remu- 
neration for an attendant, or care.in a nursing home, by reason 

of that.person’s mental or physical impairment, has been de- 
ducted under this section. for the year. by, the taxpayer or any 
other PEISOD, the amount, if, any, by. which $2,860 exceeds 


‘in respect of remuneration for an attendant, or care in a nurs- 


ing home, by reason of the person’s blindness, illness, injury 
or affliction in calculating a deduction for medical expenses 
under this section for the year; 


Para. 110(1)(e.2) added and para. 110(1)(e.1) repealed by 1976-77, 
c. 4, subséc. 43(2), applicable to’ 1976 et ed. Para. 110(1)(e.1) for- 
merly read: : 


(e.1) taxpayer's. spouse blind or confined to bed or wheel 


chair: additional deduction — the amount by which $1,000 


exceeds the taxable income for the year of the taxpayer’s 
spouse computed before making any deductions under para- 
graph (e), if the spouse was totally blind at any time in the 
year or was, throughout any 12-month period ending in the 
year, necessarily confined for a substantial period of time 


~ each day, by. reason of illness, injury or affliction, to a bed or 


wheel chair, and neither the taxpayer nor his spouse included 


any amount in respect of remuneration for an attendant, or 


care in a nursing home, by reason of the spouse’s blindness, 
illness, injury or affliction in calculating a deduction for med- 


ical expenses under this section for the year; 


_ that person’s taxable income for the year (computed before Para. 110(1)(e.1) substituted by 1974-75-76, c. 26, subsec. 69(4), 
making any deduction under paragraph (e)); pices to 1973 et seg. Para. 110(1)(e.1) formerly read: 


All that portion of para. 110(1)(e.1) following subpara. (11) amended 
by 1986, c. 55, subsec. 31(3), to, substitute “$2,860” for “$1,000”, 
applicable to 1986 et seq. 


Para. 110(1)(e.2) amended and renumbered as (e.1) by 1986, c. 6; 
subsec. 55(5), applicable to 1986 et seg. Former para. 110(1)(e.2) 
read: 


(e.2) deduction transfer — the amount by which $1,000 ex- 
ceeds the taxable income for the year, computed before mak- 
ing any deduction under paragraph (e), of any person resident 
in Canada at any time in the year in respect of whom the tax- 
_ payer has claimed a deduction under paragraph 109(1)(b) or 
(d), or could have claimed such a deduction had that person 
had no income in the year, if the person was totally blind at 


(i) any 12 month period ending in the year, or 


“Gi) a period that commenced in the year and continued to 
the end of the year where, in the opinion of a medical 
practitioner, the person is likely to. be so, confined: fora « 

- period of at least 12 months, 


and no amount in respect of remuneration for an attendant, or” 
care.in a nursing home, by reason of the person’s. blindness, 
illness, injury or. affliction has been. deducted under this sec- 
tion for.the year by the taxpayer. or any, other person; 


All that portion of para. 110(1)(e.2) following subpara. (ii) substi- 
tuted by 1985, c. 45, subsec. Stihee ees to 1985 et seq. That 
portion formerly. read: 


and neither the taxpayer nor the person included any amount 
in respect of remuneration for an attendant, or care-in a nurs- 
ing home, by reason. of the person’s blindness, illness,: injury 
or affliction in)calculating a deduction for medical expenses 
under this section for the year; 


Para. 110(1)(e.2) substituted by 1984; c. 45, subsec. 35(5), applica- 
ble to 1984 et seg, Para. (e.2) formerly read: 


(e.2) wholly dependent child or other person blind or 
confined to bed or wheel chair, additional deduction — 
the amount by which $1,000 exceeds the taxable income. for 
the year, computed before making any deductions under para- 
graph (e), of any person resident in Canada at any time in the _ 
year in respect of whom the taxpayer has claimed a deduction 
under paragraph 109(1)(b) or (d), or could have claimed such 
a deduction had that person had no income in the taxation 
year, if the person was totally blind at any time in the year or 
was, throughout any |2-month period ending in the year, nec- 
essarily confined for a substantial period of time each day, by 
reason of illness, injury or affliction, to a bed or wheel chair, 
and neither the taxpayer nor the person included ‘any amount 
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(e.1) the amount by which $1,000 exceeds the taxable income — 
for the year of the taxpayer’s spouse computed before making 
any deduction under paragraph (e), if the spouse was totally 
blind at any time in the year or was, throughout the whole of 
the year, necessarily confined, by reason of illness, injury or 
affliction, to a bed or wheel chair, and neither the taxpayer 
nor his spouse included any amount in respect of remunera- 
tion for an attendant, or care in a nursing home, by reason of 
the spouse’s blindness, illness, injury or affliction in calculat- 
ing a deduction for medical expensés under this section for 
the: year; : 


Para. 110(1)(e. 1) added by 1973-74, c. 14; subsec. 35(5), applicable 
to 1972 et seq. 


(f) deductions for fore aeint k — any social 
assistance payment made on the basis of a means, 
needs or income test and included because of 


‘clause 56(1)(a)G)(A) or paragraph 56(1)(u) in 


computing the taxpayer’s income for the year or 
any, amount that, is 


(i) an‘amount exempt from income tax in Can- 
ada because of a provision contained in a tax 
convention or agreement with another country 
that has the force of law in Canada, 


S. 1100) (DW 


(ii) compensation received under an employ- 
ees’ or workers’ compensation law of Canada 
or a province in respect of an injury, disability 
or death, except any such compensation re- 
ceived by a person as the employer or former 
employer of the person in respect. of whose in- 
jury, disability or death the compensation was 
paid, 


(iii) income from employment with a pre- 
scribed international organization, or 


(iv) the taxpayer’s income from employment 
with a prescribed international non-govern- 
mental organization, where the taxpayer 


(A) was not, at any time in the year, a Ca- 
nadian: citizen, 


(B) was a non-resident person immediately 
before beginning that employment in Can- 
ada, and. 


(C) if the taxpayer is resident in Canada, 
became resident in Canada solely for the 
purpose of that employment, 


to the extent that it is included in computing the 
taxpayer’s income for the year; 


Related Provisions: 56(1)(u) — Social assistance payments; 
56(1)(v) — Workers’ compensation; 60(j) — Transfer of superan- 
nuation benefits; 81(1)(a) — Amounts not included — statutory ex- 
emption; 111.1— Order of applying provisions; 114.2 — Deduc- 
tions in separate returns; 127.52(1)(h) — Application of deduction 
for minimum tax purposes; 146(1)“earned income’’(c) — Income 
exempted by tax treaty is not earned income of a non-resident for 
RRSP purposes; 153(1.1) — Application for reduced source with- 
holding where amount is exempt from tax under treaty. 


History: Subpara. 110(1)(f)(iv) added by 1994, c. 21, subsec. 
49(3), applicable to 1993 et seg. 
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Subpara. 110(1)(f)(ii) added by 1994, c. 7, Sch. VIII (1993, c. 24), 
s. 45, applicable to 1991 et seq. 


Para. 110(1)(f) substituted by 1994,'c. 7, Schs II (1991, c. 49), sub- 
sec. 78(2), applicable to 1991 et seq. Para. (f) formerly read: 


(f) any amount that is 


(i) an amount exempt from income tax in Canada by vir- + 
tue of a provision contained in a tax convention. or agree- 
ment with another country that has the force of law. in 
Canada, 


(ii) compensation received under an employees’ or work- 
ers’ compensation law of Canada or a province in respect 
of an injury, disability or death, except any such compen- 
sation received by a person as the employer or former 
employer of the person in respect of whose injury, disa- 
bility or death the: compensation was paid, or 


(iii) a social assistance payment made on the basis of a 
means, needs or income test by a registered charity or 
under a program (other than a prescribed program) pro- 
vided for by an Act of Parliament or a law of a province 
where the payment is received by the individual in re- 
spect of whom the social assistance was provided or by a 
person who, at the time the payment was made, resided 
with the individual; 


Pre-RSC History: Subpara. 110(1)(f(iii) substituted by 1988, c. 
55, subsec. 77(7), applicable to 1982 et seg. Subpara. ae formerly 
read: 


(iii) a social assistance payment made on the basis of a 
means, needs or income test by a registered charity or under a ” 
program (other than a prescribed program) provided for by an 
Act of the Parliament of Canada or a law ofa province, 


Para. 110(1)(f) substituted by 1980-81-82-83, c. 140, subsec. 65(5), 
applicable to 1982 et seg. Para. (f) formerly read: © 


(f) deduction for payments of supplement under Old Age 
Security Act— the amount of any supplement or spouse’s 
allowance under the Old Age Security Act or of any similar 
payment under a law of a province, in respect of which any 
amount has been included in computing the taxpayer’s in- 
come for the year by virtue of clause 56(1)(a)(@)(A); 


Para. 110(1)(f) substituted by 1974-75-76, c. 58, subsec. 12(2), ap- 
plicable to 1975 et seq., in force October 1, 1975. Para. (f) formerly 
read: 


(f) the amount of any <apipreanent under the Old Age Security 
Act or of any similar payment under a law of a province, in 
respect of which any amount has been included in computing 
the taxpayer’s income for the year by virtue. of clause 
56(1)(a)G)(A); 
Selected Cases [para. 110(1)(f)]: Cai v. Canada, [1996] 3 
C.T.C, 2724 (TCC) (Taxpayer’s presence in Canada.was more than 
just as student). 


Regulations: 232, 233 (information return); 3000(4) (prescribed 
international organization for'110(1)(f)(iiti); 8900(b) (prescribed in- 
ternational non-governmental organization for 110(1)((v)). 


Interpretation Bulletins: IT-122R2: United States social security 
taxes and benefits; IT-202R2: Employees’ or workers’ compensa- 
tion; IT-499R: Superannuation or pension benefits; IT-528: Trans- 
fers of funds between registered plans. 


(g) [Repealed under former Act] 


Pre-RSC History: Para. 110(1)(g) repealed by 1988, c, 55, subsec. 
77(8), applicable to 1988 et seq. (See s. 118.6.) Para. (g). formerly 
read: 


(g) students — $50 multiplied by the number of months in 
the year during which the taxpayer was. a student in full-time 
attendance at a designated educational institution.and enrolled 
in a qualifying educational program at that institution if such 
enrolment is proven by filing with the Minister a certificate in 
prescribed form issued by the designated educational institu- 
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tion and containing prescribed information and, in respect of 
a designated educational institution described in clause 
(9)(a)(i)(B), the student is enrolled in the program to obtain or 
improve his skills in an occupation; 


Para. 110(1)(g) substituted by 1980-81-82-83, c. 140, subsec. 65(5), 
applicable to 1982 et seq. Para. (g) formerly read: 


(g) $50 multiplied by the number of months in the year dur- 
ing which the taxpayer was a student in full-time attendance 
at a designated educational institution and enrolled in a quali- 
fying educational program at that institution if such enrol- 
ment is proven by filing with the Minister a certificate in pre- 
scribed form issued by the designated educational institution 
and containing prescribed information; 


Para. 110(1)(g) substituted by 1976-77, c. 4, subsec. 43(3), applica- 
ble to 1976 et seg. except that the requirement that enrolment must 
be proved by filing with the Minister a certificate is applicable after 
December 31, 1976. Para. (g) formerly read: 


(g) $50 multiplied by the number of months in the year dur- 
ing which the taxpayer was.a student in full-time attendance 
at a designated educational institution and enrolled in a quali- 
fying educational program at that institution; and 


Para. 110(1)(g) added by 1973-74, c. 14, subsec. 35(6), applicable 
to 1972 et seq. 


(h) [Repealed under former Act] 


Pre-RSC History: Para. 110(1)(h) repealed by 1988, c. 55, subsec. 
77(8), applicable to 1988 et seg. Para. (h) formerly read: 


(h) taxpayer supporting student — where the taxpayer was 
the supporting individual for the year in respect of a student 
who was 


(i) in full-time attendance at a designated educational in- 
stitution and enrolled in a qualifying educational program 
at that institution, and 


(11) not an individual in respect of whom his spouse de- 
ducted an amount for that year under section 109 or 
110.3, 


the amount by which 


(iii) $50 multiplied by the number of months in the year 
during which the student was so in attendance and was so 
enrolled 


exceeds 


(iv) the amount, if any, of the taxable income for the year 
of the student computed before making any deduction 
under paragraph (g), 


if such enrolment is proven by filing with the Minister a cer- 
tificate in prescribed form issued by the designated educa- 
tional institution and containing prescribed information; and 
in respect of a designated educational institution described in 
clause (9)(a)@)(B), the student is enrolled in the program to 
obtain or improve his skills in an occupation; 


All that portion of para. 110(1)(h) following subpara. (iv) thereof 
substituted by 1980-81-82-83, c. 140, subsec. 65(6), to add the 
words “in respect of a designated educational institution described 
in clause (9)(a)(i)(B), the student is enrolled in the program to ob- 
tain or improve his skills in an occupation; and”. That portion appli- 
cable to the 1982 and subsequent taxation years. 


Para. 110(1)(h) substituted by 1976-77, c. 4, subsec. 43(3), applica- 


' ble to 1976 ef seg. except that the requirement that enrolment must 
be proved by filing with the Minister a certificate is applicable after 


December 31, 1976. Para. (h) formerly read: 


(h) where the taxpayer was the supporting individual for the 
year in respect ofa student who was in full-time attendance at 
a designated educational institution and enrolled in a qualify- 


S. 110(1)(j) 


ing educational program at that institution, the amount by 
which multiplied by the 


(i) $50 multiplied by the number of months in the year 
during which the student was so in attendance and was so 
enrolled 


exceeds 


(ii) the amount, if any, of the taxable income for the year 
of the student computed before making any deduction 
under paragraph (g). 


Paras. 110(1)(h) added by 1973-74, c. 14, subsec. 35(6), applicable 
to 1972 et seq. 


(i) [Repealed] 
History: Para. 110(1)(i) repealed by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 78(3), applicable to 1989 et seq. Para. (i) formerly read: 


(i) unemployment insurance benefit repayment — any 
benefit repayment payable by the taxpayer under Part VII of 
the Unemployment Insurance Act on or before April 30 of the 
following year to the extent that the amount was not deducti- 
ble in computing the taxpayer’s taxable income for any previ- 
ous taxation year; 


Para. 110(1)(i) added by 1979, c. 5, s. 33, applicable to 1979 et seq. 


(j) home relocation loan — where the tax- 
payer has, by virtue of section 80.4, included an 
amount in the taxpayer’s income for the year in 
respect of a benefit received by the taxpayer in 
respect of a home relocation loan, the least of 


(i) the amount of the benefit that would have 
been deemed to have been received by the 
taxpayer under section 80.4 in the year if that 
section had applied only in respect of the 
home relocation loan, 


(ii) the amount of interest for the year that 
would be computed under paragraph 
80.4(1)(a) in respect of the home relocation 
loan if that loan were in the amount of 
$25,000 and were extinguished on the earlier 
of 


(A) the day that is five years after the day 
on which the home relocation loan was 
made, and 


(B) the day on which the home relocation 
loan was extinguished, and 


(iii) the amount of the benefit deemed to have 
been received by the taxpayer under section 
80.4 in the year; and 
Related Provisions: 80.4(4) — Interest on home relocation loan; 
110(1.4) — Replacement of home relocation loan; 111.1 — Order 
of applying provisions; 114.2 — Deductions in separate returns; 
127.52(1)(h) — Deduction disallowed for minimum tax purposes. 
Pre-RSC History: Subpara. 110(1)(j)(@) substituted and all that 
portion of subpara. 110(1)()(@1) preceding cl. (A) amended to sub- 
stitute “in respect of the home relocation loan if” for “in respect of a 
home relocation loan of the individual if’ by 1987, c. 46, subsec. 
38(2), applicable to 1985 et seg. Subpara. (j)(i) formerly read: 
(i) the amount, if any, by which 
(A) the amount of interest for the year described in para- 
graph 80.4(1)(a) in respect of the loan 
exceeds 


(B) the amount of interest for the year paid on the loan 
not later than 30 days after the end of the year, 
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Para. 110(1)(j) added by 1986, c. 6, subsec. 55(6), applicable to 
1985 et seq. 


Interpretation Bulletins: IT-421R2: Benefits to individuals, cor- 
porations and shareholders from loans or debt. 


1.T. Technical News: No. 6 (payment of mortgage interest sub- 
sidy by employer). 


(k) Part V1.1 tax — °/s of the tax payable under 
subsection 191.1(1) by the taxpayer for the year. 


Related Provisions: 111(5) — Change in control of corporation; 
191.3(4) — Related corporations. 


Pre-RSC History: Para. 110(1)(k) amended by 1990, c. 39, sub- 
sec. 21(1), applicable to 1990 et seq. except that, in its application 
to a corporation’s taxation year commencing before 1990 and: end- 
ing after 1989, there shall be added to the amount otherwise deter- 
mined under para. 110(1)(k) '4 of the aggregate of, 


(a) that proportion of the tax that would: be payable under sub- 
sec. 19}.1(1) by the corporation for the year if that subsec. were 
read without reference to subpara. (a)(iv) thereof, that 


(i) the lesser of the amount determined under subparagraph 
(11) in respect of the corporation and the aggregate of taxa- 
ble dividends (other than excluded dividends) paid on taxa- 
ble preferred shares, within the.meanings assigned to those 
terms by the corporation in the year and before 1990 


is of 


(11) the: amount, if any, by which the aggregate of taxable 
dividends (other than excluded dividends) paid on taxable 
preferred shares (within the meanings assigned to those 
terms by the Act) by the corporation in the year exceeds the 
corporation’s dividend allowance for the year, and 


(b) the aggregate of ‘all amounts each of which is that propor- 
tion of any particular amount determined for'the year in respect 
of the corporation under para. 191.3(1)(d) that 


(1) the amount, if any,, determined under subparagraph (a)(i) 
in respect of the transferor corporation referred to in subsec 
191.3(1) for its taxation year for which, the particular 
amount was determined in respect thereof under para. 
191:3(1)(c) 


is of 


(i) the amount determined under subparagraph (a)(i1) in re- 
spect of the transferor corporation for ifs taxation year re- 
ferred to in subparagraph (1). 


Special provision — 1989 taxation year: Subsec. 21(3) of 
1990, c. 39 provides as follows: 


(3) There shall be deducted from: the amount otherwise deter- 
mined under paragraph .110(1)(k) of the said Act in respect of a 
corporation for its 1989 taxation yéar '/4 of the aggregate of all 
amounts each of which is that proportion of any particular 
amount determined for the’ year in respect of the corporation 
under paragraph 191.3(1)(d) of the said Act that. ; 


(a) the amount, if any, by which the aggregate of taxable 
dividends (other than excluded dividends) paid on taxable 
preferred shares, within the meanings assigned to those 
terms by the said Act, by the transferor corporation referred 
to. in subsection 191.3(1) of the said Act after 1989 and in 
its taxation year for which the particular amount. was deter- 
mined in respect,thereof under paragraph 191.3(1)(c). of the 
said Act exceeds its dividend allowance for that. year 


is of , 
(b) the amount, if any, by which the aggregate of taxable 
dividends (other than excluded dividends) paid on taxable 
preferred shares, within the meanings assigned to those 
terms by the said Act, by the transferor corporation in its 
taxation year referred to:in paragraph (a) exceeds its divi- 
dend: allowance for that ‘year: 


“Income Tax Act, Part-I 


Para. 110(1)(k) added’ by 1988,:c. 55, subsec. 77(9), ‘applicable to 
1988 et seq., except that in the application of para. 110(1)(k) to tax- 
ation years ending before July 1988 the ‘reference erie to *“/2 of” 
shall be read as a reference to “2 times”: 


interpretation Bulletins: IT-302R3: Losses of a corporation — 
the effect that acquisitions, of control, amalgamations, and wind- 
ings-up have on their deductibility — after January 15, 1987. 


Forms: T761B: Calculation of Part VI.1 tax deduction, 


(1.1)-(1.3) [Repealed under former Act] 


Pre-RSC History: Subsecs: 110(1.1); (1.2), (. 3) repealed by 
1988, c. 55, subsec. 77(10), applicable to, 1988 et seq. Those sub- 
secs. formerly read: 


(1.1) Deemed payment of medical expenses — Where, in 
circumstances in which a person engaged in the business of 
providing transportation services is not readily available, a 
taxpayer makes use of a vehicle for a purpose described in 
subparagraph (1)(c)(vit1.1), the taxpayer or his legal represen- 
tative shall be deemed to:have paid to a person engaged in the 
business of providing transportation services, in respect of the 
operation of the vehicle, such amount as is aes in the 
circumstances. 


(1.2) Time of.gift— For the purposes of paragraphs (1)(a), 
(b) and (b.1), a gift made by an individual in the year of his 
death shall be deemed to have been made by him in the im- 
mediately preceding year to the extent that the amount thereof 
was not deducted in computing his taxable income for the 
taxation year in which he died. 


(1.3) Nature of impairment — For the eee of 
paragraphs (1)(c) and (e), 


(a) a person shall be considered to have a severe and pro- 
longed impairment only if by reason thereof he is mark- 
edly restricted in his activities of daily living and the im- 
pairment has lasted or can reasonably be expected to last 
for a continuous period of at least 12 months; and 


(b) the Minister may obtain the advice ‘of the Department 
of National’Health and Welfare as to whether a person 
has a severe and prolonged impairment. 


Subsec. 110(1.3) substituted by 1986, c..55, subsec. 31(4), applica- 
ble to 1986 et seq. Subsec. (1.3) formerly read: 


(1,3) Nature of impairment == For ihe purposes of subpara- 
graph (1)(c)(iv) and paragraph (1)(e), a person shall be con- 
sidered to have a severe and prolonged impairment only if by 
reason thereof he is markedly restricted in his activities of 
daily living and the impairment has lasted or can reasonably 
be expected to last for a continuous period of ‘at least 12 
months. 


Subsec. 110(1.3) added by 1986, c. 6, subsec. 55(7), applicable to 
1986 et seq. 


Subsec. 110(1.2) amended by 1985, c. 45, subsec. 54(7), to substi- 
tute “was not. deducted in computing his taxable. income for the tax- 
ation year in. which he died” for “was not deductible in computing 
his taxable income for the year of his death”, applicable to 1984 et 
seq. 

Subsec. 110(1.2) added by 1980-81-82- 83, c.. 140, subsec. 65(7), 
applicable with respect to gifts. made in the 1981 and subsequent 
taxation years. 


Subsec. 110(1.1) added by 1973-74, c. 14, subsec. 3506 1), applise- 
ble to. 1972 et seq. 

Selected Cases [subsec. 110(1.2)]: O’Brien Estate v. MNR, 
[1991] 2. C.T.C. 2747 (TCC) (Donation of remainder. of trust to 
charity upon death of beneficiary who. had life interest deductible 
since executors’ encroachment powers did not undermine absolute 
nature of gift). 


(1.4) Replacement of home relocation loan — 
For the purposes of paragraph (1)(j), a loan received 
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by a taxpayer that 1s used to repay a home relocation 
loan shall be deemed to be the same loan as the relo- 
cation loan and to have been made on the same day 
as the relocation loan. 


Pre-RSC History: Subsec, 110(1.4) added by 1986, c. 6, subsec. 
55(7), applicable to 1985 et seq. 


Interpretation Bulletins: IT-421R2: Benefits to individuals, cor- 
porations and shareholders from loans or debt. 


(1.5) Value of share under stock option — For 
the purpose of subparagraph (1)(d)(ii1), the fair mar- 
ket value of a share of the capital stock of a corpora- 
tion at the time an agreement in respect of the share 
was made shall be determined on the assumption that 


(a) any subdivision or consolidation of shares of 
the capital stock of the corporation, 


(b) any reorganization of share capital of the cor- 
poration, and 


(c) any stock dividend of the pormonation 


occurring after the agreement was made and before 
the share was acquired had taken place sr imaaeed 
before the agreement was made. 


History: Subsec. 110(1.5) added by 1994, c..7, Sch. II (1991, c. 
49), subsec. 78(4), applicable to 1988 et seq. 


Interpretation Bulletins: IT-113R4: Benefits to employees — 
stock options: 


(2) Charitable gifts — Where an individual is, 
during a taxation year, a member of a religious order 
and:has, as such, taken. a vow: of perpetual poverty, 
the individual may deduct in computing the individ- 
ual’s taxable income for the year an amount equal to 
the total of the individual’s superannuation or pen- 
sion benefits and the individual’s earned income for 
the year (within the meaning assigned by section 63) 
if, of the individual’s income, that. amount is paid in 
the year to the order. 


Related Provisions: 118.1(1) 
118.1(3) — Deduction from tax. 


Pre-RSC, History: Subsec, 110(2) substituted by 1988, c. 55, 
subsec. 77(11), applicable to 1988 ef seg. Subsec. (2) formerly read: 


— “Total charitable gifts”; 


(2) Where. an individual was, during the taxation year, a 
member of a religious order and had, as such, taken a vow of 
perpetual poverty, he may,.in lieu of the deduction permitted 
by paragraph (1)(a), deduct in computing his taxable income 
for the year an amount equal to the aggregate of his superan- 
nuation or pension benefits.and his earned income. for the 
year as defined by section 63.1f, of his income, that amount 
has been paid to the order. 


Subsec. 110(2) substituted by 1984, c. 1, subsec. 110(4), to add “in 
computing his taxable” applicable to 1983 et seq. 


Subsec. 110(2) substituted by 1974-75-76, c. 26, subsec. 69(5), ap- 
plicable to 1972 et seg. 


Selected Cases [subsec. 110(2)]: Aubry v. The Queen, |1976] | 


C.T.C. 598 (FCTD) (Personal living expenses of member of Jesuit 
Order residing away from group" s house of retreat not charitable 


gift). 
Interpretation Bulletins: IT-86R: Vow of perpetual poverty. 
Information Circulars: 78-5R2: Communal organizations. 


(2.1)-(2.3) [Repealed under former Act] 


S..110(2.1)-(2.3) 


Pre-RSC History: Subsecs. 110(2:1) to (2.3) repealed by 1988, c. 
55, subsec. 77(12), applicable to 1988 et seg. Subsecs. (2.1) ito (2.3) 
formerlyread: 


(2.1) Gift by will— Where a taxpayer who died after 1971 
has, by his will, made a gift to a donee described in paragraph 
(1)(a), (b) or (b.1), the gift shall, for the purposes of this sec- 
tion, be deemed to have been made by the taxpayer in the 
taxation year in which he died. 


(2.2) Gift of capital property — Where at any time after 
197] 


(a) a taxpayer has made, whether by his will or other- 
wise, a gift of 


(i) capital property to a donee described in pegeraph 
(1)(a)-or, (b), or 


(ii) in the case of a taxpayer who is a non-resident 
person, real property situated in Canada to a pre- 
scribed. donee who provides an: undertaking, in ‘a 
form satisfactory to the Minister, to the: effect that 
such property will be held for use in the public inter- 
est, and 

(b) the fair market value of the property at that time ex- 
ceeded its adjusted cost base to the taxpayer, 


such amount, not greater than the fair market value and not 
less than the adjusted cost base to the taxpayer of the property © 
at that time, as is designated by the taxpayer or his legal rep- 
resentative in his return of income under section 150 for the 
year in which the gift was made shall, if payment thereof is 
proved by filing with the Minister a receipt containing pre- 
scribed information, be deemed. to be the taxpayer’s proceeds 
of disposition of the property and the amount of the gift made 
by the taxpayer. 


(2.3) Gifts of art — Where at any other time after 1984 


(a) an individual has made, whether by his will or other- 
wise, a gift of a work of art created by him that is prop- 
erty in his inventory to a donee described in paragraph 
(1)(a) or (b), and 


(b) the fair market value of the. work of art at that time 
exceeded its cost amount to, him, 


such amount, not greater than the fair market value and not 
less than the cost.amount to. the individual of the work of art 
at that time, as is designated by him or his legal representa- 
tive in his return of income under section 150. for the year in 
which the gift was made shall, if the making of the gift is 
proved by filing with the Minister a receipt, containing pre- 
scribed information, be deemed: to be the individual’s pro- 
ceeds of disposition of the work of art and the amount of the 
gift made by him. 


Subsec. 110(2.2) amended to substitute, in subpara. (a)(i), “capital 
property” for “tangible capital property” and to repeal para. (c), and 
subsec. (2.3) added, by 1986, c. 6, subsecs. 55(8)—(10), applicable 
with respect to gifts made after 1984, Para. (c) formerly read: 


(c) the property could at that time reasonably be regarded as 
being ‘suitable for use by the donee directly in the course of 
carrying on its charitable, public service..or other similar 
activities, 


Subsec. 110(2.2) substituted by 1984, c. 45, subsec. 35(6), applica- 
ble with respect to gifts made after February 15, 1984. Subsec. (2.2) 
formerly read: 


(2.2) Gift of tangible capital property — Where at any time 
after 1971 a taxpayer has made a gift whether by his will or 
otherwise, to a donee described in paragraph (1)(a) or (b), of 
tangible capital property that had, at that time, a fair market 
value in excess of its adjusted cost base to the taxpayer and 
that could, at that time, reasonably be regarded as being suita- 
ble for use by the donee directly in the course of carrying on 
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its charitable, public service:or other similar activities, such 
amount, 


Part I 


in respect of gifts made by the taxpayer in the immediately 
preceding year has been deducted. 


(a) not greater than the fair market value of the property (5), (6) [Rep ealed under former Act] 
9 


at that time, and 


(b) not less than its adjusted cost base to the taxpayer at 
that time, 


as is designated by the taxpayer or his legal representative, as 
the case may be, in the return of income of the taxpayer re- 
quired by section 150 to be filed for the year in which the gift 
was made, shall be deemed to be 


(c) the taxpayer’s proceeds of disposition of the property, 
and 


(d) the amount of the gift made by the taxpayer, 
if payment of the amount given is proven by filing a receipt 
with the Minister that contains prescribed information. 


Para. 110(2.2)(d) substituted and remainder of subsec. 110(2.2) ad- 
ded by 1980-81-82-83, c. 48, subsec. 57(3), applicable with respect 
to gifts made after 1979. Para. (d) formerly read: 

(d) the amount of the gift made by the taxpayer. 


Subsec. 110(2.1) substituted by 1977-78, c. 1, s. 51, applicable after 
September 5, 1977, to add reference to para. (b.1). 


Subsecs. 110(2.1), (2.2) added by 1973-74, c. 14, subsec. 35(7). 


Selected Cases [Subsec. 110(2.1)]: O’Brien Estate v. MNR, 
[1991] 2 C.T.C. 2747 (TCC) (Donation of remainder of trust to 
charity upon death of beneficiary who had life interest deductible 
since executors’ encroachment powers did not undermine absolute 
nature of gift). 


(3) [Repealed under former Act] 


Pre-RSC History: Subsecs. 110(5), (6) repealed by 1988, c. 55, 
subsec. 77(12), applicable to 1988 et seg. Subsecs. (5), (6) formerly 
read: 


(5) Gifts made by partnership — Where a taxpayer was, at 
the end of a taxation year of a partnership, a member of the 
partnership, his share of any amount that would, if the part- 
nership were a person, be a gift made by the partnership to 
any donee, shall, for the purposes of this section, be deemed 
to be a gift made by the taxpayer, in his taxation, year in 
which the taxation year of the partnership ended, to that 
donee. 


(6) Deemed medical expense — For the purposes of para- 

graph (1)(c), 
(a) any amount included in computing a taxpayer’s in- 
come for a taxation year from an office or employment in 
respect of a medical expense described in any of subpara- 
graphs (1)(c)(iii) to (xv) paid or provided by an employer 
at a particular time shall be deemed to.be a medical ex- 
pense paid by the taxpayer at that time; and 


(b) there shall not be included as a medical expense of a 
taxpayer any expense for which the taxpayer or his legal 
representative has been or is entitled to be reimbursed, 
except to the extent that the amount thereof is required to 
be included in computing the taxpayer’s income under 
this Part. 


Subsec. 110(6) substituted by 1985, c. 45, subsec. 54(8), applicable 
to 1985 et seg. For the former versions of paras. 110(6)(a) and (b) 
Pre-RSC History: Subsec. 110(3) repealed by 1988, c. 55, subsec. | see histories of subsecs. 110(6.1) and (7) pepateacaick Subsec. (6) 


77(12), applicable to 1988 et seg. Subsec. (3) formerly read: formerly read: 


(3) Commuter’s charitable donations — Where a person 
resided during the whole of a taxation year in Canada near the 
boundary between Canada and the United States of America, 
if 
(a) he commuted to his principal place of employment or 
business in the United States, and 


(b) his chief source of income for the year was that em- 
ployment or business, 


a gift made by him in the year to a religious, charitable, scien- 


(6) Certain premiums deemed to be medical ex- 
penses — For the purposes of paragraph (1)(c), any pre- 
mium, contribution or other consideration paid by the tax- 
payer pursuant to a private health services plan in respect of 
the taxpayer, his spouse and any members of his household 
with whom he is connected by blood relationship, marriage or 
adoption, or in respect of any one or more of such persons, 
shall be deemed to be a medical expense paid by the taxpayer 
as described in subparagraph (iii) of that paragraph. 


tific, literary or educational organization created or organized (6.1) [Repealed under former Act] 


in or under the law of the United States that would be allowed Pre-RSC History: Subsec. 110(6.1) repealed and a revised version 
as a deduction under the United States Internal Revenue Code incorporated in para. 110(6)(a) by 1985, c. 45, subsec. 54(8), appli- 


shall, for the purpose of paragraph (1)(a), be deemed to have cable to 1985 et seg. Subsec. (6.1) formerly read: 


been made to a registered charity. 
“Registered charity” substituted for “registered Canadian charitable 
organization” in subsec. 110(3) by 1976-77, c. 4, s. 87 and Schedule 
II, applicable to 1977 et seq. 
(4) [Repealed under former Act] 
Pre-RSC History: Subsec. 110(4) repealed by 1988, c. 55, subsec. 


77(12), applicable to 1988 et seg. Subsec. (4) formerly read: Subsec. 110(6.1) added by 1980-81:82:83. 140 Usubsec’ 65(9), 


(4) Application — For the purposes of paragraphs (1)(a), (b) appl 
and (b.1), no amount in respect of gifts made by the taxpayer 
in a taxation year shall be deducted until the amount deducti- (7) 


ble thereunder in respect of all gifts made by the taxpayer in Pre-RSC History: Subsec. 110(7) repealed by 1988, c. 55, subsec. 


(6.1) Deemed travelling expenses — For the purposes of 
paragraph (1)(c), any amount included in computing a tax- 
payer’s income for a taxation year from an office or employ- 
ment in respect of travelling expenses described in subpara- 
graph (1)(c)(vii.2) paid or provided by an employer shall be 
deemed to be travelling expenses paid by the taxpayer in the 
year for the purposes of subparagraph (1)(c)(viti.2). 


icable to 1982 et seq. 


[Repealed under former Act] 


all preceding taxation years has been deducted. 71(12), applicable to 1988 et seq, Subsec. (7) formerly read: _ 


Subsec. 110(4) substituted by 1980-81-82-83, c. 140, subsec. 65(8), 
applicable with respect to gifts made in 1981 et seg. Subsec. (4) 
formerly read: 
(4) Application of paras. (1)(a) and (b) — Paragraphs 
(1)(a) and (b) do not apply to permit a taxpayer to deduct, for 
the purpose of computing his taxable income for a taxation 
year, any amount in respect of gifts made by the taxpayer in 
the year, until the amount deductible under those paragraphs 
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(7) Partial dependency — Where more than one taxpayer 
is, in respect of a taxation year, entitled to deduct an amount 
under paragraph (1)(e.2) in respect of the same person, the 
aggregate of all amounts deductible for the year by those tax- 
payers in respect of that person shall not exceed the amount 


that would be deductible under that paragraph for the year by: 


any taxpayer in respect of that person if that taxpayer were 
the only taxpayer entitled to deduct an amount under that par- 
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agraph in respect of that person, and, where the taxpayers can- 
not. agree as to wh portion of the amount each can deduct, 
the Minister may fix the portions. ; 


Subsec. 110(7) substituted anda revised version incorporated in — 


para. 110(6)(b) by 1985, c. 45, subsec. 54(8), applicable to 1985 et 
seq. Subsec. (7) formerly read: 


(7) Medical expenses where right to reimbursement — 
Notwithstanding anything in this Part, other than subsection 
(6.1), there shall not be included in computing the medical 
expenses paid by or on behalf of a taxpayer or his legal repre- 
sentative any expenses for which the taxpayer or such repre- 
sentative has been or is entitled to be reimbursed. 


Subsec. 110(7) substituted by 1984, c. 1, subsec. 110(5), to add 
“other than subsection (6.1)”, applicable to 1982 et seq. 


(8) [Repealed under former Act] 


Pre-RSC History: Subsec. 110(8) repealed by 1988, c. 55, subsec. 
77(12), applicable to 1988 et seg. Subsec. (8) formerly read: 


(8) Definitions — In this section, 


(a) “private hezeh services plan” — “private health 
~ services plan” means ° 


(i) a contract of insurance in respect. of hospital ex- 
penses, medical canenies or any combination of such 
expenses, Or — 


(ii) a medicaf care insurance olan or hospital care in- 
surance plan or any combination of such plans, 


except any’ such contract or plan established by or pursu- 
ant to 


(iii) a law of-a:province that establishes a health care 
insurance»plan in: respect of which the province re- 
ceives contributions from Canada for insured health 
services provided under the plan pursuant to the Fed- 
eral-Provincial Fiscal Arrangements and Federal 
Post-Secondary Education and Health Contributions 
Act, 1977, or 


(iv) an enactment of the Pattanient of Canada that 
authorizes the provision ‘of a medical care insurance - 
plan or hospital care insurance plan for employees of 
Canada and their dependants and for dependants of 
members of the Royal Canadian Mounted Police and 
the regular force where‘such employees or members 
‘were appointed in Canada and are serving outside 
Canada; 


“(b) “registered Canadian amateur athletic associa- 
tion” — “registered Canadian amateur athletic associa- 
tion” means an association that’ was created under any 
law in force in Canada, that is resident in Canada, and 
that 

(1) is a person described in paragraph 149(1)(1), and 


(ii) has, as its primary. purpose and its primary func- 
tion, the. promotion of amateur athletics in Canada on 
a nation- wide basis, 


that has applied to the Minister in prescribed form for re- 
gistration, that has been registered and whose registration 
has not been revoked under subsection 168(2); and 


(c) “registered charity” — “registered charity” at any 
time means. : 


‘ (i) a charitable organization, private foundation or 
public foundation, within the meanings assigned by 
subsection 149.1(1), that is resident in Canada and 
was either created or established in Canada, or 


(ii) a branch, section, parish, congregation or other 
division of an organization or foundation described 
in subparagraph (i), that is resident in Canada and 


was either created or established in Canada and _that 
receives donations on its own behalf, 


that has applied to the Minister in prescribed form for re- 
gistration and that is at that time registered as a charitable 
_ organization, private foundation or public foundation. 


Subpara. 110(8)(a)(iit) amendéd by 1985, c. 45, subsec. 54(9), to 
substitute “Federal-Provincial Fiscal Arrangements and ‘Federal 
Post-Secondary and Health Contributions Act” for “Federal-Pro- 
vincial Fiscal Ane pertiepits and ' Established Fhgereras Financing 
Act’. 


Para. 110(8)(c) substituted by 1984, c. 45, subsec. 35(7), applicable 
with respect to charities registered after February 15, 1984 or desig- 
nated pursuant to subsection 110(8.1) or (8.2),,.except that in its ap- 
plication to such charities registered or designated prior to July 
1984, subparagraph 110(8)(c)(ii) shall be read without reference to 
the words “that is resident in Canada and was either created or es- 
tablished in Canada and”. Para, (c) formerly read; 


(c) “registered charity” — “registered charity” means 


(i) a charitable organization or charitable. foundation, 
within the meanings assigned by subsection 149,1(1), 
that is resident in Canada and was either created or estab- 
lished in Canada, or ; 


(ii) a branch, section, parish, congregation or other divi- 
‘sion of an organization described in subparagraph (1) that 
receives donations on its own behalf, 


that has applied to the Minister in prescribed form for regis- 
tration, that has been registered and whose registration has 
‘not been revoked under subsection 168(2). 


Subpara. 110(8)(a)(iii) substituted and subpara. 110(8)(a)(v) re- 
pealed by 1984, c. 6; s. 31, deemed.in force ‘on April 1, 1984. Sub- 
paras. (a)(ii1) and (v) formerly read: 


(iii) a law of a province with which the Minister of National 
Health and Welfare has entered into an agreement under sec- 
tion 3 of the Hospital Insurance and Diagnostic Services Act 
that provides for the payment by Canada to the province of 
contributions in respect of the cost of insured services in- 
curred by the province pursuant to that provincial law, 


(v) a medical care insurance plan established pursuant to a 
law of a province that satisfies the criteria set forth in subsec- 
tion 4(1); of the Medical Care Act, 


All that portion of para. 110(8)(c) preceding subpara. (11) substituted 
by 1976-77, c. 4, subsec. 43(4), applicable to 1977 et seg. That por- 
tion formerly read: 


(c) “Registered Canadian charitable organization” — 
“registered Canadian charitable organization” means 


(i) a charitable organization in Canada exempt from tax 
under this Part by paragraph 149(1)(f) or a corporation or 
trust resident in Canada exempt from tax under this Part 
by paragraph 149(1)(g) or (h), or 


(8.1), (8.2) [Repealed under former Act] 


Pre-RSC History: Subsecs. 110(8.1), (8.2) repealed by 1988, c. 
55, subsec. 77(12), applicable to 1988 et seq. Subsecs. (8.1), (8.2) 
formerly read: . 


~ (8.1) Designation — Where a charity was a registered char- 
ity on February 15, 1984, the Minister may, by notice sent to 
the charity by registered mail before the end of its first taxa- 
tion year that commenced after 1983, designate the charity to 
be a charitable organization, private foundation or public 
foundation and, from the day of mailing the notice, the char- 
ity shall be deemed to be registered as a charitable organiza- 
tion, private foundation or public foundation, as the case may 
be, for taxation. years commencing after 1983 unless and until 
it.is otherwise designated under subsection (8.2) or its regis- 
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tration is revoked under subsection 149.1(2), (3), (4), (4.1) or 
168(2). 


(8.2) Idem — Where a charity has been registered after Feb- 
ruary 15, 1984, or designated under subsection (8.1) or this 
subsection, the Minister may, by notice sent to the charity by 
registered mail, on his own initiative or on application made 
to him in prescribed form, designate the charity to be a chari- 
table organization, private foundation or public foundation 
and the charity shall be deemed to be registered as a charita- 
ble organization, private foundation or public foundation, as 
the case may be, for taxation years commencing after the day 
of mailing of the notice unless and until it is otherwise desig- 
nated under this subsection or its registration is revoked under 
subsection 149.1(2), (3), (4), (4.1) or 168(2). 


Subsecs. 110(8.1), (8.2) added by 1984, c. 45, subsec. 35(8), appli- 


cable to taxation years commencing after 1983. 


(9) [Repealed under former Act] 


Pre-RSC History: Subsec. 110(9) repealed by 1988, c. 55, subsec. 


77(12), applicable to 1988 et seg. Subsec. (9) formerly read: 


(9) Idem — For the purposes of paragraphs (1)(g) and (h), 
(a) “designated educational institution” means 
(i) an educational institution in Canada that is 


(A) a university, college or other educational in- 
stitution designated by the Lieutenant Governor 
in Council of a province as a specified educa- 
tional institution under the Canada Student 
Loans Act or recognized by the Minister of Edu- 
cation of the Province of Quebec for the pur- 
poses of the Students Loans and Scholarships 
Act of the Province of Quebec, or 


(B) certified by the Minister of Employment and 
Immigration to be an educational institution pro- 
viding courses, other than courses designed for 
university credit, that furnish a person with skills 
for, or improve a person’s skills in, an 
occupation, i 


(11) a university outside Canada at which the student 
referred to in paragraph (1)(g) or (h), as the case may 
be, was enrolled in a course, of not less than 13 con- 
secutive weeks duration, leading to a degree, or 


(111) if the student referred to in paragraph (1)(g) or 
(h), as the case may be, resided, during the whole of 
the year referred to therein, in Canada near the 
boundary between Canada and the United States, an 
educational institution in the United States to which 
he commuted that is a university, college or other ed- 
ucational institution providing courses at:a post-sec- 
ondary school level; 


(b) “qualifying educational program” means a program of 
not less than 3 consecutive weeks duration that provides 
that each student taking the program spend not less than 
10 hours per week on courses or work in the program 
and, in respect of a program at an institution described in 
clause (a)(i)(A), is a program at a post-secondary school 


level, but, in relation to any particular student, does not. . 


include any such program 


(i) if the student received, from a person with whom 
he was dealing at arm’s length, any allowance, bene- 
fit, grant or reimbursement for expenses in respect of 
the program, other than 


(A) an amount received by the student as or on 
account of a scholarship, fellowship. or bursary, 
or a prize for achievement in a. field of endeav- 
our ordinarily carried on by him, or 


(B) a benefit received by him by virtue of a loan 
made to him in accordance with the require- 
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ments of the Canada Student Loans Act or the 
Students Loans and Scholarships Act of the 
Province of Quebec, or 


(ii) if the program was taken by the student 


(A) during a period in respect of which he re- 
ceived income from an office or employment, 
and © 


(B) in connection with, or as part of the duties 
of, that office or employment; and 


(c) “supporting individual” for a taxation year in respect 
of a'student means an individual (in this paragraph re- 
ferred to as a “relative” of the student) who was during 
the year 


(i) the student’s parent, grandparent, brother or sister, 
where the student was at any time in the year or a - 


previous year a resident of Canada, or 


(ii) the student’s parent or grandparent, in any other 
case, 


except that 


(iii) nO more than one relative of the student may be 
a supporting individual for the year in respect of the 
student, and 


(iv) the supporting individual for the year in respect 
of the student shall be deemed to be, 


(A) where only one relative of the student has 
deducted an amount from income for the year 
under section 109 in respect of the student, that 
relative, 


(B) where more than one relative of the student 
has made such a deduction, such one of those 

» relatives as is designated in writing by the stu- 
dent, and 


(C) where no relative of the student has made 
such a deduction, such one of his relatives as is 
designated in writing by the student. 


Cl. 110(9)(a)G)(B) substituted by 1980-81-82-83, c. 140, subsec. 
65(10), applicable to 1982 et seq. Cl. (a)G)(B) formerly read: 


(B) certified by the Minister of Manpower and Immigration 
to be an educational institution by which courses are con- 
ducted that provide or improve the qualifications of a person 
for employment or for the carrying on of a business or 
profession, 


All that portion of para. 110(9)(b) preceding subpara. (i) and para. 
110(9)(c) substituted by 1976-77, c. 4, subsecs. 43(5), (6), applica- 
ble to 1976 et seq. That portion of para. 110(9)(b) and para. (c) for- 
merly read: 


(b) “qualifying educational program” means a program of not 
less than 3 consecutive weeks duration that provides that each 
student taking the program spend not less than 10 hours per 
week on courses or work in the program, but, in relation to 
any particular student, does not include any such program 


(c) “supporting individual” for a taxation year in respect of a 
student means an individual (in this paragraph referred to as a 
“relative” of the student) who was during the year the stu- 
dent’s spouse, parent, grandparent, brother or sister, except 
that 


(i) no more than one relative of the student may be a sup- 
porting individual for the year in respect of the student, 
and - 


(ii) the supporting individual for the year in respect of the 
student shall be deemed to be, 


(A) where the student’s spouse has made a deduction 
from income for the year under section 109 in re- 
spect of the student, the student’s spouse, 
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(B) where clause (A) does not apply and only one 
relative of the student-has made a deduction from in- 
come for the year under section, 109 in respect of the 
student, that relative, 


(C) where clause (A) does not apply and more than 
one relative of the student has made such a deduc- 
tion, such one of those relatives as is designated in 
writing by the student, and 
Subsec,.110(9) added by 1973-74, c. 14; subsec. 35(8), applicable to 
1972 et seq. 
Definitions [s. 110]: “amount” — 248(1); “arm’s length” — 
251(1); “Canada” — 255; “corporation” — 248(1), Interpretation 
Act 35(1); “employee”, “employer” — 248(1); “exchanged op- 
tion” —'7(1.4)(a); “home relocation loan” — 110(1.4), 248(1); “in- 
dividual” — 248(1);-“new option”, “new share” — 7(1.4); “old 
share” —7(1.4)(a); “province” — Interpretation Act 35(1); “share”, 
“stock dividend” — 248(1); “taxable income” — 2(2), 248(1); “tax- 
ation year” —.249; “taxpayer” — 248(1). 


Interpretation Bulletins: IT-326R3: Returns of deceased persons 
as “another person”. 


110.1 (1) Deduction for gifts — For the purpose 
of computing the taxable income of a corporation for 
a taxation year, there may be deducted such of the 
following amounts as the corporation claims: 


(a) charitable gifts — the total of all amounts 
each of which is the fair market value of a gift 
(other than a gift described in paragraph (b), (c) 
or (d)) made. by the corporation in the year or in 
any of the 5 preceding taxation years to 


(i) a registered charity, 


(ii) a registered Canadian amateur athletic 
association, 


(iii) a corporation resident in Canada and de- 
scribed in paragraph 149(1)(), 
(iv) a municipality in Canada, 
(v) the United Nations or an agency thereof, 


(vi) a university outside Canada that is pre- 
scribed to be a university the student body of 
which ordinarily includes students from 
Canada, 


(vii) a charitable organization outside Canada 
to which Her Majesty in right of Canada has 
made a gift in the year or in the 12-month pe- 
riod preceding the year, or 

(viii) Her Majesty in right of Canada or a 
province, 


not exceeding the lesser of the corporation’s in- 
come for the year and the amount determined by 
the formula 


0.75A + 0.25 (B + C+D) 
where 


A is the corporation’s income for the year com- 
puted without reference to subsection 137(2), 


B_ is the total of all amounts each of which is a 
taxable capital gain of the corporation for the 
year from a disposition that is the making of a 
gift made by the corporation in the year and 
described in this paragraph, 
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C is the total of all amounts each of which is a 
taxable capital gain of the corporation for the 
year, because of subsection 40(1.01), from a 
disposition of a property in a preceding taxa- 
tion year, and 

D is the total of all amounts each of which is de- 
termined in respect of the corporation’s depre- 
ciable property of a prescribed class and equal 
to the lesser of ; 

110 
(A) the amount included under subsec- 
tion 13(1) in respect of the class in 
computing the corporation’s income for 
the year, and. 


(B) the total of all amounts each of 
which is determined in respect of a dis- 
position that is the making of a gift of 
property of the class made by the cor- 
poration in the year that is described in 
this paragraph and equal to the lesser of 


(1) the proceeds of disposition of the 
property minus any outlays and ex- 
penses to the extent that they were 
made or incurred by the corporation 
for the purpose of making the dispo- 
sition, and 


(II) the capital cost to the corpora- 
tion of the property; 


(b) gifts to Her Majesty — the total of all 
amounts each of which is the fair market value of 
a gift (other than a gift described in paragraph (c) 
or (d)) made by the corporation to Her Majesty in 
right of Canada or a province 


(1) in the year or in any of the 5 preceding tax- 
ation years, and 


(ii) before February 19, 1997 or under a writ- 
ten agreement made before that day; 


.(c) gifts to institutions — the total of all 


amounts each of which is the fair market value of 
a gift (other than a gift described in paragraph 
(d)) of an object that the Canadian Cultural Prop- 
erty Export Review Board has determined meets 
the criteria set out in paragraphs 29(3)(b) and (c) 
of the Cultural Property Export and Import Act, 
which gift was made by the corporation in the 
year or in any of the 5 preceding taxation years to 
an institution or a public authority in Canada that 
was, at the time the gift was made, designated 
under subsection 32(2) of that Act either gener- 
ally or for a specified purpose related to that ob- 
ject; and 


(d) ecological gifts — the total of all amounts 
each of which is the fair market value of a gift of 
land, including a servitude for the use and benefit 
of a dominant land, a covenant or an easement, 
that is certified by the Minister of the Environ- 
ment, or a person designated by that Minister, to 
be ecologically sensitive land, the conservation 
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and protection of which is, in the opinion of that 
Minister, or that person, important to the preser- 
vation of Canada’s environmental heritage, which 
gift was made by the corporation in the year or in 
any of the 5 preceding taxation years to 


(i) Her Majesty in right of Canada, or a prov- 
ince or a municipality in Canada, or 


(ii) a registered charity one of the main pur- 
poses of which is, in the opinion of that Min- 
ister, the conservation and protection of Can- 
ada’s environmental heritage, and that is 
approved by that Minister or that person in re- 
spect of the gift, 


Related Provisions: 37(5) — Scientific research and experimen- 
tal development expenditures; 87(2)(v) — Amalgamations — gifts; 
88(1)(e.6) — Gift by subsidiary; 88(1.3) — Winding-up — compu- 
tation of income and tax payable by. parent;: 110.1(1.1)(a) — Gifts 
not deductible if previously deducted; 110.1(3) — Gifts of capital 
property; 110.1(5) — Fair market value of ecological servitude, 
covenant or easement; 118.1(10) — Cultural property — determina- 
tion of fair market value; 138(12)“surplus funds derived from oper- 
ations” — Insurance operations —'surplus funds; 149.1(6.4) — Do- 
nations to registered national arts service organization; 168 — 
Revocation of charitable registration; 207.3 — Tax on institution 
that disposes of cultural property; 207.31 — Tax if donee of ecolog- 
ical property disposes of it; 230(2)— Records of donations; Can- 
ada-U.S. tax treaty, Art. XXI:6.+-.Donations to U.S. charities. See 
additional Related provisions and Definitions at end of s. 110.1. 


History: Subsec. 110.1(1) amended. by 1998, c., 19, subsec. 20(1), 
applicable to. taxation years. that begin after 1996. Subsec. 110.1(1) 
formerly read: 


(1) Deduction for gifts — For the purpose of computing the 
taxable income of a corporation for a taxation year, there may 
be deducted such of the following amounts as are applicable: 


(a) charitable gifts —the ‘total of all amounts each of 
which is the fair market value of a-gift made by the cor- 
poration in the year (or in any of the 5 immediately pre- 
ceding taxation years to the extent ‘that the amount 
thereof was not deducted in computing its taxable income 
for any preceding taxation year) to 


(i) a registered charity, 


(ii) a registered Canadian amateur 
association, 


athletic 


(ii) a housing corporation resident in Canada and ex- 
empt from tax under this Part because of ot aha 
149(1)q), 


(iv) a Canadian municipality, 
(v) the United Nations or an agency thereof, 


(vi) a university outside Canada that is prescribed to 
be a university the student body of which prdinarily 
includes students from Canada, or 


(vii) a charitable organization outside Canada to 

which Her Majesty in right of Canada has made a 
- gift during the corporation’s taxation year or the 12 

months immediately preceding that taxation year, 


not exceeding the amount determined by the formula 


O.S5(A +.B) 
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where 


A is its income for ee year soinipiliae without reference 
‘to subsection: 137(2), and 


B_ is the total of all amounts each of which is the 
‘amount ofa taxable capital gain from a gift of prop- 
erty made by it in the year to a donee described in 
this paragraph; J 


(b) gifts to Her Majesty — the total of all amounts each 
of which is the fair market value of a gift made by the 
corporation in the year (or in any of the 5 immediately 


preceding taxation years to the extent that the. amount: 


thereof was not deducted in computing its taxable income * 

for any preceding taxation year) to Her Majesty in right 

of Canada or a province, not. exceeding the amount re- 

maining, if any, after the amount deducted for the year 

under paragraph (a) by the corporation is deducted in.’ 
» computing its taxable: income for the year; 


(c) gifts to institutions — the total of-all amounts each of 
which. is, the fair market value of-a gift (other than a-gift: 
in respect of which an amount is or was, deducted under 
paragraph (a) or (b)) of an object that the Canadian Cul- 
tural Property Export Review Board has determined. . 
meets the criteria set out in paragraphs 29(3)(b) and (c) 
of the Cultural Property Export and Import Act, which 
gift was made by the corporation in the year (or in any of © 
the 5 immediately preceding taxation years to the extent. 
that the amount thereof was not deducted in computing 
its taxable income for any preceding taxation year) to an 

~ institution or a public authority in Canada that was; at the 
time the gift was made, designated under subsection | 
32(2) of that Act either generally or for a specified pur- 
pose related to that object, not.exceeding the amount re- 
maining, if any, after the amounts deducted for the year 
under paragraphs (a) and (b) by the corporation are de- 
ducted in. computing its taxable income for the year; and 


(d) ecological gifts — the total of all amounts each of 
which is the fair market value of a gift (other than a gift 
“in respect of which an amount is or was deducted under 
paragraph (a), (b) or (c)) of land, including a servitude 
for the use and:benefit of a dominant land, a covenant or 
_.,an easement, that is certified by the Minister of the Envi- 
ronment, or a person designated by that Minister, to be 
ecologically sensitive land, the conservation and protec- 
tion of which is; in the opinion of that Minister, or that 
person, important to the preservation of Canada’s envi- 
ronmental heritage, which gift was made by the corpora- 
tion in the year (or in any of the 5 immediately preceding 
taxation years to the extent that the amount was not de- 
_ ducted in computing its taxable income for any. preceding 

;. taxation year) to 


(i) a Canadian municipality, or 


(ii) a registered charity one of the main purposes of 
which is, in the opinion of the Minister of the Envi- 
ronment, the conservation and protection of Can- 
ada’s environmental heritage, and that is approved 
by that Minister, or that person, in respect of: fat 
gift, 


and not exceeding the amount remaining, if any, after the 
amounts deducted for the year under paragraphs (a), (b) 
and (c) are deducted in computing the corporation’s taxa- 
ble income for the year. cat 
The portion of para. 110.1(1)(a) after subpara. (vii) amended by 
1997} Oa2Si sz eg to 1996 et seg. That portion ae 
read; 


(a) not exceeding 20% of its income for the year computed 
without. reference to subsection. 137(2); 


Para. 110.1(1)(d) added by 1996, c. 21; subsec. wend applicable to 
gifts made after February-27, 1995. 


848 


Div. C — Computation of Taxable Income 


Paras. 110.1(1)(a) to (c) substituted by 1994, .c. 7, Sch. II (1991, c. 
49), s. 79, applicable after December 11, 1988. Paras. (a) to (c) for- 
merly read: 


(a) the total of gifts made by the corporation in the year. (and 
in the 5 immediately preceding taxation years to the extent of 
the amount thereof that was not deducted in computing its 
taxable income for any preceding taxation year) to 


(1) registered charities, 
(ii) registered’Canadian amateur athletic associations, 


(iii) housing corporations resident in Canada and exempt 
from tax under this’ Part by paragraph 149(1)q), 


(iv) Canadian municipalities, 
(v) the United Nations or agencies thereof, 


(vi) universities outside Canada prescribed to be universi- 
ties the student body of which ordinarily includes. stu- 
dents from Canada, and 


(vii) charitable organizations outside Canada to which 
Her Majesty in right of Canada has made.a gift during the 
corporation’s taxation year or the 12 months immediately 
preceding that taxation year, 


not exceeding 20% of its income for the year computed with- 
out reference to subsection 137(2); 


(b) the total of gifts made by the corporation in the year (and 
in the 5 immediately preceding taxation years to the extent of 
the amount thereof that was. not deducted in computing its 
taxable income for any preceding taxation year) to Her Maj- 
esty in right of Canada and Her Majesty in right of the prov- 
inces, not exceeding the amount remaining, if any, when the 
amount deducted for the year under paragraph (a) by the cor- 
poration is deducted from its income for the year; and 


(c) the total of gifts (other than gifts in respect of which 
amounts are or were deducted under paragraph (a) or (b)) of 
objects that the Canadian Cultural Property Export, Review 
Board has determined meet all of the criteria set out in 
paragraphs 29(3)(b) and (c) of the Cultural Property Export 
and Import Act, which gifts were made by the corporation in 
the year (and in the 5 immediately preceding taxation years to 
the extent of the amount thereof not deducted under this Act 
in computing its taxable income for any preceding taxation 
year) to institutions or public authorities in Canada that were, 
at the time the gifts were made, designated under subsection 
32(2) of that Act either generally or for a purpose related to 
those objects, not exceeding the amount remaining, if any, 
when the amounts deducted for the year under paragraphs (a) 
and (b) by the corporation are deducted from its income for 
the year. 


Regulations: 3503, Sch. VIII (prescribed universities outside 
Canada). 


Interpretation Bulletins: IT-110R3: Gifts and official donation 
receipts; IT-111R2: Annuities purchased from charitable organiza- 
tions; IT-151R4: Scientific research and experimental development 
expenditures; IT-226R: Gift to a charity of a residual interest in real 
property or an equitable interest in a trust; IT-244R3: Gifts of life 
insurance policies as charitable donations; IT-288R2: Gifts of capi- 
tal properties to a charity and others; IT-297R2: Gifts in kind to 
charity and others; IT-385R2: Disposition of an income interest in a 


trust; IT-407R4: Dispositions of cultural property to designated Ca- 


nadian institutions. 
Information Circulars: 84-3R4: Gifts in right of Canada. 
Advance Tax Ruling: ATR-63: Donations to agents of the 


Crown. 


(1.1) Limitation on deductibility — For the pur- 
pose of determining the amount deductible under 


S. 110.1(3) 


subsection (1) in computing a corporation’s taxable 
income for a taxation year, 


(a) an amount in respect of a gift is deductible 
only to the extent that it exceeds amounts in re- 
spect of the gift deducted under that subsection in 
computing the corporation’s taxable income for 
preceding taxation years; and | 


(b) no amount in respect of a gift made in a par- 
ticular taxation year is deductible under any of 
paragraphs (1)(a) to (d) until amounts deductible 
under that paragraph in respect of gifts made in 
taxation years preceding the particular year have 
been deducted. 


Related Provisions: 118.1(2.1) — Ordering rule parallel to 
110.1(1.1)(b). 40 ! 


History: Subsec. 110.1(1.1) added by 1998, c. 19, subsec. 20(1), 
applicable to taxation years that begin after 1996. 


(2) Proof of gift — A gift shall not be included for 
the purpose of determining a deduction under. sub- 
section (1) unless the making of the gift is proven by 
filing with the Minister a receipt therefor that con- 
tains prescribed information. 


Related Provisions: 149.1(1)“disbursement quota’ A — Charity 
must spend 80% of gifts on charitable purposes; 188(1) — Revoca- 
tion tax. where registration of charity is revoked. 


Regulations: 3500-3502 (prescribed information). 


Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


Advance Tax Ruling: ATR-63: Donations to agents of the 
Crown. 


(3) Gifts of capital property — Where at any 
time 


(a) a corporation makes a gift of 


(i) capital property to a donee described in 
paragraph (1)(a), (b) or (d), or 


(ii) in the case of a corporation not resident in 
Canada, real property situated in Canada to a 
prescribed donee who provides an undertak- 
ing, in a form satisfactory to the Minister, to 
the effect that the property will be held for use 
in the public interest, and 


(b) the fair market value of the property at that 
time exceeds its adjusted cost base to the 
corporation, 


such amount, not greater than the fair market value 
and not less than the adjusted cost base to the corpo- 
ration of the property at that time, as the corporation 
designates in its return of income under section 150 
for the..year in which the gift is made shall, if the 
making of the gift is proven by filing with the Minis- 
ter a receipt containing prescribed information, be 
deemed tobe its proceeds of disposition of the prop- 
erty and, for the purposes of subsection (1), the fair 
market value of the gift made. by the corporation. 
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History: Subpara. 110.1(3)(a)(i) amended by 1996, c. 21, subsec. 
20(2), applicable to gifts made after February 27, 1995. The sub- 
para. formerly read: 


(i) capital property to a donee described in paragraph (1)(a) or 
(b), or 
That portion of subsec. 110.1(3) following para. (b) amended by 


1994, c. 7, Sch. VHT (1993, c. 24), s. 46, applicable to gifts made 
after December 11, 1988. That portion formerly read: 


such amount, not greater than the fair market value and not 
less than the adjusted cost base to the corporation of the prop- 
erty at that time, as is designated by the corporation in its 
return of income under section 150 for the year in which the 
gift is made shall, if payment thereof is proven by filing with 
the Minister a receipt containing prescribed information, be 
deemed to be its proceeds of disposition of the property and 
the amount of the gift made by the corporation. 


Regulations: 3500 to 3502 (prescribed information); 3504 :(pre- 
scribed donee). 


Interpretation Bulletins: IT-288R2: Gifts of capital properties to 
a charity and others. 


(4) Gifts made by partnership — Where a cor- 
poration is, at the end of a fiscal period of a partner- 
ship, a member of the partnership, its share of any 
amount that would, if the partnership were a person, 
be a gift made by the partnership to any donee shall, 
for the purposes of this section, be deemed to bea 
gift made to that donee by the corporation in its taxa- 
tion year in which the fiscal period of the Foe. tua 
ends. 


Related Provisions: 53(2)(c)(iii) — Deduction from adjusted 
cost base of partnership interest. 


(5) Ecological gifts — For the purposes of para- 
graph (1)(d) and section 207.31, the fair market 
value of a gift of a servitude, a covenant or an ease- 
ment to which land is subject is deemed to be the 
greater of its fair market value otherwise determined 
and the amount by which the fair market value of the 
land is reduced as a consequence of the making of 
the gift. 

Related Provisions: 
credit for individuals. 


History: Subsec. 110.1(5) added by 1998, c. 19, subsec. 20(2), ap- 
plicable to gifts made after February 27, 1995 


118.1(12) — Parallel rule for donation 


(6) Non-qualifying securities — Subsections 
118.1(13), and (14) and (16) to (20) apply to a cor- 
poration as if the references in those subsections to 
an individual were read as references to a corpora- 
tion and as if a non-qualifying security of a corpora- 
tion included a share (other than a share listed on a 
prescribed stock exchange) of the capital stock of the 
corporation. 


Related Provisions: 40(1.01) — Capital gains reserve on dispo- 
sition of non-qualifying security; 88(1)(e.61) — Winding-up of sub- 
sidiary — gift deemed made by parent corporation; 110.1(7) — 
Where corporation ceases to exist after making donation of non- 
qualifying securities; 118.1(18)— Definition of non-qualifying 
security. 


History: Subsec. 110.1(6) added by 1998, c. 19, subsec. 20(2), ap- 
plicable after July 1997. 


Regulations: 3200 (prescribed stock exchange). 
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(7) Corporation ceasing to exist — If, but for 
this subsection, a corporation (other than a corpora- 
tion that was a predecessor corporation in an amalga- 
mation to which subsection 87(1) applied or a corpo- 
ration that was wound up in a winding-up to which 
subsection 88(1) applied) would be deemed by sub- 
section 118.1(13) to have made a gift after the corpo- 
ration ceased to exist, for the purpose of this section, 
the corporation is deemed to have made the gift in its 
last taxation year, except that the amount of interest 
payable under any. provision of this Act is the 
amount that it would be if this subsection did not ap- 
ply to the gift. 

History: Subsec. 110. 1(7) added by 1998, c. 19, subsec. 20(2), ap- 
plicable after July 1997. 


Pre-RSC History [s. 110.1]: S. 110.1 added by 1988, c. 55, s. 78, 
applicable with respect to computations of taxable income for 1988 
et seq. See former 110(1)(a), (b), (b.1), (2.2), (5). 


Definitions [s. 110.1]; “adjusted cost base” — 54, 248(1); “Can- 
ada” — 255; “capital property” — 54, 248(1); “corporation” — 
248(1), Interpretation Act 35(1); “depreciable property” — 13(21), 
248(1); “fair market value’ —110.1(5), 118.1(10); “fiscal pe- 
riod” — 249(2)(b), 249.1; “Minister”, “prescribed”, “property” — 
248(1); “province” — Interpretation Act 35(1); “registered Cana- 
dian amateur athletic association”, “registered charity” — 248(1); 
“resident in Canada” — 250; “taxable income” — 2(2), 248(1); 
“written” — Interpretation Act 35(1) [“writing”]. 


Forms [s. 110.1]: T2S(2): Corporation’s charitable donations. 


Pre-RSC History [former's. 110.1]: Former s.110.1 repealed by 
1988, c. 55, s. 78, applicable with respect to computations of taxa- 
ble income for 1988 et seg. Former s. 110:1 read: 


29 66. 


110.1 (1) Interest and dividend income deductible — For 
the purpose of computing the taxable income for a taxation 
year of an individual (other than a trust that is not a testamen- 
tary trust within the meaning assigned by paragraph 
108(1)()), there may be deducted an amount equal to the 
lesser of 


a) $1,000, and 

(b) the amount by which the aggregate of 
(i) the amount of interest included in computing the 
taxpayer’s income for the year, and 
(11) the: taxpayer’s grossed-up dividends for the: year, 
(iii) (11.1), (11.2) [Repealed] 

exceeds 
(iv) the aggregate of amounts deducted by. him in 
computing his income for the year as or on account . 
of interest on borrowed money used, or on an 


amount payable for property acquired, for the pur- 
pose of earning 


(A) interest other than interest described in any 
of paragraphs (2)(a) to (j), or 


(B) taxable dividends from corporations resident. 
in Canada other than corporations with which 
the taxpayer does not deal at arm’s length. 


(2) Interest income — For the purposes of this section, in- 
terest shall not include any amount that is . 


(a) interest from a source outside Canada; 
(b).an annuity payment 


(1) under a registered retirement savings plan or 
under a plan referred to in subsection 146(12). as an 
“amended plan” to which paragraph (a) of that sub- 
section applied before May 26, 1976, 
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(ii) under a deferred profit sharing plan or under a 
plan referred to in subsection 147(15) as a “revoked 
plan”, or... 


(ii1) under a tegistered retirement income fund; 
(c) a payment | 
(i) under an income-averaging annuity contract, or 
(ii) under a registered pension fund or plan;, 
(d) a royalty; . 
(e) exempt income; 


(f) included in computing the income of the taxpayer for 
the year by virtue of paragraph ,56(1)(q) or subsection 
135(7) or 137(5); 


(g) interest paid or payable to the taxpayer by a person 
with whom the taxpayer does not deal at arm’s length; 


(h) interest paid or payable to the taxpayer by a partner- 
ship of which the taxpayer is a member; 


(i) pension income or qualified pension income within 
the meaning that would be assigned by section 110.2 if 
that section were read without reference to subsection (4) 
thereof; or 


(j) interest included in computing the income of ‘the tax- 
payer for the year to the extent of any amount claimed by 
him pursuant to subsection 20(14) in respect thereof. 


(3) Idem — For the purposes of this section, subject to sub- 
section (2), interest included in computing a taxpayer’s in- 
come for a taxation year shall be deemed to include 


(a) the amount by which the aggregate of all amounts 
each of which is an annuity payment included by virtue 
of paragraph 56(1)(d) in computing the taxpayer’s in- 
come for the year exceeds the aggregate of all amounts 
each of which is the capital element of the payment as 
determined or established under paragraph 60(a); 


(b) the amount, if any, by which 


(1) the aggregate of amounts each of which is an 
amount included by virtue of subsection 148(1) or 
(1,1) in computing the taxpayer’s income for the year 
in respect of the disposition of an interest in a life 
insurance policy 


exceeds 


(ii) the portion thereof arising from a disposition de- 
scribed in subparagraph a SecA eet in respect of 
that policy; and 


(c) the aggregate of all amounts each of which is an 
amount included in computing the taxpayer’s income for 
the year by virtue of section 12.2 or paragraph 56(1)(d.1). 


(4) ldem — Where there is required to be included in com- 
puting a taxpayer’s income for a taxation year by virtue of 
subsection 56(4) or sections 74 to 75 income of another per- 
son that is interest, the amount so included in, the taxpayer’s 
income shall, for the purposes of this section, be deemed to 
be interest included in computing his income for the year. 


(5) Meaning of “grossed-up dividends” — For the pur- 
poses of this section, grossed-up dividends of a taxpayer for a 
taxation year means the amount required by subsection 82(1) 
to be included in his income for the year, but does not include 
any such amount in respect of any dividend 


(a) received by the taxpayer from a corporation with 
which he does not deal at arm’s length, or 


(b) deemed by section 84 to have been received by the 
taxpayer. 
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Subparas. 110:1(1)(b)(iii), (iti. 1) and (iii.2) repealed by 1986, c. 6, 
subsec. 56(1), applicable to:1985 et seg. Subparas. (b)(iti) to hae 2) 
formerly read: 


(iii) the taxpayer’s taxable capital gains for the year from the 
disposition of Canadian securities, 


(iii.1) where the taxpayer is a beneficiary under a mutual fund 
trust, any amount deemed to be his taxable capital gain for 
the year by virtue of the application of subsection 104(21) in 
respect of the trust, and 


(1.2) 2 of any amount deemed by paragraph’ 130.1(4)(b). or 
131(1)(b) to be a capital gain of the taxpayer for the year, 


Subsec. 110.1(4) amended by: 1986, c. 6, subsec. 56(2), applicable 
after May 21, 1985, to substitute “sections 74 to 75” for “‘section 74 
or 75%: 


Paras. 110.1(5)(c) and (d) repealed by 1986, c. 6, subsec. 56(3), ap- 
plicable to: 1986:et seg. Paras. (c) and (d) formerly read: 


(c) received by the taxpayer as a taxable dividend on an in- 
dexed security, or 


(d) deemed by subsection 104(19) to be a taxable dividend 
received by the taxpayer if such dividend 


. (i) was received by virtue of the taxpayer’s ownership of 
an indexed security, or 


(ii). may reasonably. be wonsideied to relate to a taxable 
dividend received by a trust in respect of an. indexed 
security. 


Subsec. 110.1(6) repealed by 1986, c. 6, subsec. 56(4), applicable to 
1985 et seq. Subsec. (6) formerly read: 


(6) Definition of “Canadian security” — For the purposes of 
this section, “Canadian security” of a taxpayer means a share 
of the capital stock of a corporation resident in Canada (other 
than a corporation with which the taxpayer does not deal at 
arm’s length), a unit of a mutual fund trust or a bond, deben- 
ture, bill, note, mortgage, hypothec or similar obligation is- 
sued by a person resident in Canada (other than a person with 
whom the taxpayer does not deal at arm’s length) the income 
from which would qualify as interest for the purposes of this 
section. 


All that portion of subsec. 110.1(1) preceding para. (a)' substituted 
by 1984, c. 1, subsec. 501), applicable to 1983 et seg. That portion 
formerly read: 


110.1 (1) Interest-and dividend income deductible — For 
the purpose of computing the taxable income for a taxation 
year of an individual (other than a trust that is not a testamen- 
tary trust within the meaning assigned. by’ paragraph 
108(1)@)), there may be deducted from his income for the 
year an.amount equal to the lesser of 


Paras. 110.1(5)(c), (d) added: by 1984, c. 1) subsec. 50(2), applicable 
with respect to taxable diyidends received after September 30, 1983. 


Para. 110.1(3)(a) substituted by 1980-81-82-83, c.. 140, subsec. 
66(1), applicable to 1983 et seg, Para. 110.1(3)(a) formerly read: 


(a) the amount by which any annuity payment (other than an 
— annuity payment referred to in paragraph (2)(b) received by 
the taxpayer in the year exceeds the capital element of that 
payment as determined or established under paragraph 60(a); 
and 
Para. 110.1(3)(c) added by 1980-81-82-83, c. 140, subsec. 66(2), 
applicable to 1983 ef seq. 
Subparas. 110.1(1)(b)(iii.1), (iii.2) added by 1980-81-82-83, c. 48, 
subsec. 58(1), applicable to 1979 et seq. 
Subsec. 110.1(6) substituted by 1980-81-82-83, c. 48, subsec. 58(2), 
applicable to 1979 et seg. Subsec. (6) formerly read: 
(6) “Canadian security” defined — For the purposes of this 
section, “Canadian security” of a taxpayer means a share of 


the capital stock of a corporation resident in Canada (other 
than a corporation with which the taxpayer does not deal at 
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arm’s length) or a bond, debenture, bill, note, mortgage, hy- 
pothec or similar obligation issued-by a person resident in 
Canada (other than a person with whom the taxpayer does not 
deal at arm’s length) the income from which would qualify as 
interest for the purposes of this section. 


Para. 110.1(2)(f) substituted by 1979, c. 5, subsec. 34(1), applicable 
to 1979 et seg. Para. (f) formerly read: 


(f) included in computing the income of the taxpayer for the 
year by virtue of subsection 135(7) or 137(5); 
Para. 110.1(3)(b)(Gi) substituted by 1979, c. 5, subsec. 34(2), applica- 
ble to 1980 et seq. Para. (3)(b)(1) formerly read: 
(1) the amount included by virtue of subsection 148(1) in 
computing the income of the taxpayer for the year in respect 
of the disposition of an interest in a life insurance policy 
Subsec. 110.1(5) substituted by 1979, c. 5, subsec. 34(3), applicable 
to dividends received or deemed to have been received after No- 
vember 16, 1978. Subsec. (5) formerly read: 
(5) For the purposes of this section, grossed-up dividends of a 
taxpayer for a taxation year means the amount required by 
subsection 82(1) to be included in the income of the taxpayer 
for the taxation year, but does not include any such amount in 
respect of any dividend received by the taxpayer from a cor- 
poration with which he does not deal at arm’s length. 
Para. 110.1(1)(b) substituted by 1977-78, c. 1, subsec. 52(1), appli- 
cable to 1977 et seg. Para. (1)(b) formerly read: 


(b) the aggregate of 


(i) the amount of interest included in computing the tax- 
payer’s income for the year, and 
(11) the taxpayer’s grossed-up dividends for the year; 


Subpara. 110.1(2)(6)@) and para: 110.1(2)G@) substituted by 1977- 
78, c. 1, subsecs. 52(2), (3), applicable as to subpara. 110.1(2)(b)() 
after May 25, 1976, and as to 110.1(2)(i) to 1977 et seg. Those por- 
tions formerly read: 


(i) under a registered retirement savings plan or under a plan 
referred to in subsection 146(12) as an “amended plan”, or 


(1) pension income or qualified pension income within the 
meaning assigned by section 110.2; or 


Para. 110.1(3)(b) substituted by 1977-78, c. 1, subsec. 52(4), appli- 
cable to 1978 et seq. Para. (3)(b) formerly read: 
(b) any amount included by virtue of paragraph 148 (1)(a) in 
computing the income of the taxpayer for the year. 
Subsec. 110.1(6) added by 1977-78, c. 1, subsec..52(5), applicable 
to 1977 et seq.: 


Para. 110.1(2)(j) added by 1976-77, c. 4, s. 44, applicable to interest 
paid or payable in respect of any period after May 25, 1976. 


Former subsec. 110.1(6) repealed by 1976-77, c. 4, s. 44; applicable 
to 1976 et seq. Subsec. (6) formerly read: 


(6) Transfer of interest or dividend deduction — Where an 
amount is required to be included in computing the income 
for a taxation year of the spouse of a taxpayer as interest or 
grossed-up dividends, the taxpayer may, in addition to the 
amount, if any, deducted by him for the year under subsection 
(1), deduct an amount equal to the amount, if any, by which 
the lesser of 


(a) $1,000, and 
(b) the aggregate of 
(i) the amount of interest, and 
(11) the grossed-up dividends 
included in computing the spouse’s income for the year 
exceeds 


(c) the amount deductible in the year by the spouse under 
subsection (1). 
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Subsec. 110.1(6) substituted by 1974-75-76, c. 71, s..2, applicable 
to 1975 et seq. Subsec. (6) formerly read: 


(6) Transfer of unused portion of spouse’s deduction — 
Where the amount that would, but for this, subsection, be de- 
ductible under paragraph 109(1)(a) from a taxpayer’s income 
for a taxation year is less than the amount that would be de- 
ductible under that paragraph from his income for the year if 
no amount were included in computing his spouse’s income 
for the year as interest or grossed-up dividends, there may be 
added to the amount, if any, that the taxpayer may deduct 
under that paragraph the amount by which the lesser of 


(a) the amount by which $1,000 exceeds the amount de- 
termined under subsection 117:1(2) for the year, and 


(b) the amount by which the aggregate of all amounts 
each of which is an amount included in computing his 
spouse’s income for the year as 


(i) interest, or 
(11) grossed-up dividends 


exceeds the amount determined under subsection 
117.1(2) for the year 


exceeds the amount, if any, deducted by the spouse in com- 
puting the spouse’s taxable income for the year by virtue of 
subsection (1). 


S. 110.1 added by 1974-75, c. 26, subsec. 70(1), applicable, by sub- 
sec. 70(2), to 1974 et seq. except that in its application to the 1974 
taxation year, s..110.1 read as follows: 


110.1 (1) For the purpose of computing the taxable income 
for a taxation year of an individual (other than a trust that is 
not a testamentary trust within the meaning assigned by para- 
graph 108(1)(i)), there may be deducted from his income for 
the year an amount equai to the lesser of 


(a) $1,000, and 


(b) the amount of interest included in computing the tax- 
payer’s income for the year including any amount in re- 
spect of interest that is required to be included in comput- 
ing his income for. the year by virtue of subsection 56(4) 
or section 74 or 75 minus the aggregate of all amounts 
each of which is an amount deducted by him in comput- 
ing his income for the year by virtue of 


(i) subparagraph 8(1)(j)G) or paragraph 20(1)(c) or 
(d) or 60(d), or 


(11) paragraph 20(1)(k) to the extent that the deduc- 
tion thereunder is in respect of part of a payment that 
is regarded as a payment of interest for the purposes 
of subsection 16(1). 


(2) For the purposes of this section, interest included in com- 
puting a taxpayer’s income for a taxation year shall not in- 
clude any amount that is 


(a) interest from a source outside Canada; 
(b) an annuity payment 


(1) under a registered retirement savings plan or 
under a plan referred to in subsection 146(12) as an 
“amended plan’, or i 


(ii) under a deferred profit sharing plan or under a 
plan referred to in subsection 147(15) as a “revoked 
plan”; Heer 


(c) a payment 
(i) under an income-averaging annuity contract, or 
(11) under a registered pension fund or plan; 

(d) a royalty; 

(e) exempt income; 


(f) included in computing the income of the taxpayer for 
the year by virtue of subsection 135(7) or 137(5); 
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(g) interest paid or payable to the taxpayer by a person 
with whom the taxpayer does not deal. at arm’s length; or 


(h) interest paid or payable to the taxpayer by a partner- 


ship of which the taxpayer is a member. 


(3) For the purposes of this section, subject to subsection (2), 
interest included in computing a taxpayer’s income for a taxa- 


tion year shall be deemed to include 


(a) the. amount by which any annuity payment (other than 
an annuity payment referred to in paragraph (2)(b)) re- 
ceived by the taxpayer in the year exceeds the capital ele- 
ment of that payment as determined or established under 


paragraph 60(a), and 


(b) any amount included by virtue of paragraph 148(1)(a) 
in computing the income of the taxpayer for the year. 


110.2 [Repealed under former Act] 


Pre-RSC History: S. 110.2 repealed by 1988, c. 55, s. 79, applica- 
ble to 1988 et seq., and para, 110.2(2)(c), as it applies to the 1986 


and 1987 taxation years, shall be read as follows: 


(c) had not attained the age of 60 years and, in computing his 
income for the year, has deducted no amount under paragraph 


60(j) other than an amount 


(i) i in respect of an amount included i in computing his in- 
come pursuant to subsection 147(10) and received in sat- 
isfaction of his rights and entitlements under a deferred 


profit sharing plan, or 


(ii) in respect of an amount received out of or under. a 
registered pension plan where the amount so received 


may reasonably be considered to be 


(A) the refund of all or part of the aggregate of all 
amounts each of which was an additional voluntary 
contribution made by him before October 9, 1986 to 
a registered pension plan for his benefit in respect of 


services rendered by him, or 
(B) interest on the refund, 
S. 110. 2 formerly read: 


110.2 (1) Pension income deduction = For the purpose of 
computing the taxable income for a taxation year.of an indi- 
vidual who, before the end of the year, has attained the age of 
65 years, there may be deducted an amount equal to the lesser 


of 
~~ (a) $1,000, and 


(b) his pension income received in the year. 


(2) Qualified pension income exemption — For the pur- 
pose of computing the taxable income for a taxation year of 
an individual (other than a trust or an individual referred to in 


subsection (1)) who before the end of the year 


(a) had attained the age of 60 years, 


(b) had received a disability pension or survivor’s pen- 
sion under the Canada Pension Plan or a provincial pen- 


sion plan as defined in section 3 of that Act, or 


(c) had not attained the age of 60 years, and has not de- 
ducted in computing his income for the year an amount 
under paragraph 60(j) (other than in respect of an amount 
included in computing his income pursuant to subsection 
147(10), which amount was received in satisfaction of his 
rights and entitlements under a deferred profit sharing 


plan), 


there may be deducted an amount equal to the lesser of 


(d) $1,000, and 


(e) his qualified pension income received in the year. 
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(3) Definitions — For the purposes of this section, subject to 
subsection (4), 


(a) “pension income” — “pension income” received by 
a taxpayer in a taxation year means the aggregate of 


(i) the aggregate of all amounts each of which is an 
amount received by him in the year 


(A) as a payment in respect of a life annuity out 
of or under a superannuation or pension fund or 
plan, 


(B) that is an annuity payment under a registered 
retirement savings plan, under a plan referred to 
in subsection 146(12) as an “amended plan” o 

under an annuity in respect of which an es Bhat 
is included in computing the taxpayer’s income 
by virtue of paragraph 56(1)(d.2), 


(C) that is a payment out of or under a registered 
retirement income fund, 


(D) that is 


(1) an annuity payment under a deferred 
profit sharing plan or under a plan referred 
to in subsection 147(15) as a “revoked 
plan”, or 


(II) a payment described in subparagraph 
147 (2)(k)(v), or 


(E) that is the amount by which any annuity pay- 
ment included in computing the taxpayer’s in- 
come for the year by virtue of: paragraph 
56(1)(d) exceeds the capital element of that pay- 
ment as determined or established, under para- 
graph 60(a), if before the end of the year the tax- 
payer has attained the age of 65 years, unless the 
taxpayer has elected in his return of income 
under this Part for the year for the purposes of 
subsection 110.1(1) to include all such amounts 
as interest in‘computing his income for the year, 
and 


(ii) the aggregate of all amounts each of which is an 
amount included in computing the taxpayer’s income 
for the year by virtue of section 12.2 or paragraph 
56(1)(d.1), if before the end of the year the taxpayer 
has attained the age of 65 years, unless the taxpayer 
has elected in his return of income under this Part for 
the year for the purpose of subsection 110.1(1) to in- 
clude all such amounts as interest in computing his 
income for the year; and 


(b) “qualified pension income” — “qualified pension 
income” received by a taxpayer in a taxation year means 
any amount described in clause (a)(i)(A) and amounts de- 
scribed in clauses (a)(i)(B) to (E) and subparagraph 
(a)(ii) (Gif clause (a)(i)(E) and subparagraph (a)(ii) were 
read without reference to the words “if before the end of 
the year the taxpayer has attained the age of 65 years,”) 
received by the taxpayer as a consequence of the death of 
his spouse. 


(4) ldem— For the purposes of this section, “pension in- 
come” and “qualified pension income” do not include any 
amount that is 


(a) the amount of any pension or supplement under the 
Old Age Security Act or of any similar payment under a 
law of a province; 


(b) the amount of any benefit under the Canada Pension 
Plan or a provincial pension plan as defined in section 3 
of that Act; 


(c) a retiring allowance; 
(d) a death benefit; 


(e) exempt income; 
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(f) the amount, if any, by which 


(i) an amount required to be included in computing 
the taxpayer’s income for the year 


exceeds 


(ii) the amount, if any, by which the amount referred 
to in subparagraph (i) exceeds the aggregate of all 
deductions taken’ by the taxpayer in the year in re- 
spect of that amount; 


(g) a payment received out of or under a salary deferral 
atrangement in respect of a taxpayer, an employee bene- 
fit plan or an employee trust; or 


(h) a payment out of or under a prescribed provincial 
pension plan. 


Para. 110.2(4)(h) added by 1987, c..46,:s. 39; tanamoaele to 1987 et 
seq. 

Para. 110.2(4)(g) subétimted ba 1986, c. 55, .s. 32, applicable after 
February 25, 1986. Para. (4)(g) formerly read: 


(g) a payment out of or under an employee benefit plan or an 
_ employee trust. 


AlJl that portion of subsec. 110.2(1) preceding para. (a) substituted 
by 1984, c. 1, subsec. 51(1) applicable to 1983 et seg. That portion 
formerly read: 


110.2 (1) Pension income exemption — For the purpose of 
computing the taxable income fora taxation year of an indi- 
vidual who, before the end of the year, has attained the age of 
65 years, there may be deducted from his income for the year 
an amount equal to the lesser of 


All that portion of subsec. 110.2(2) following para. (c) and preced- 
ing para. (d) substituted by 1984, c. 1, subsec. 51(2) applicable to 
1983 et seq. That portion formerly read: : 


there may be deducted from his. income for the year an 
amount equal to the lesser of 


Subsec. 110.2(2) substituted by 1980-81-82-83, c. 140, subsec. 
67(1), applicable to the 1982 and subsequent taxation years. Subsec. 
(2) formerly read: 


(2) For the purpose of computing the taxable:income for a 
taxation year of an individual (other than:a trust or an individ- 
ual referred to in subsection (1)); there may. be deducted from 
his income for the year an amount equal to the lesser of 


(a) $1,000, and 
(b) his qualified pension income received in the year. 


Paras. 110.2(3)(a) and (b) substituted by 1980-81-82-83, c. 140, 
subsec..67(2), applicable to 1982.et.seg. Those paras. formerly read: 


(a) “pension income” received by a taxpayer in a taxation 
year means any amount received by him in the year 


(i) as a payment out of or under a superannuation or pen- 
sion fund or plan, 


(ii) that is an annuity payment under a registered retire- 
ment savings plan or under a plan referred to.in subsec- 
tion 146(12) as an “amended plan”, 


(11.1) that is a payment out of or under a registered retire- 
ment income fund, 
(iii) that is 

(A) an annuity payment under a deferred profit shar- 


ing plan or under a plan referred to in subsection 
147(15) as a “revoked plan’, or 


(B) a payment. described «in 


147(2)(k)(v), or 


(iv) that is the amount by which any annuity payment 
(other than an annuity payment described in subpara- 
graph (ii) or clause (iii)(A), or a payment under an in- 
come-averaging annuity contract) exceeds the capital ele- 
ment of that payment as determined or established under 


subparagraph 
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paragraph 60(a), if before the end of the year the taxpayer 
has attained the age of 65 years, unless the taxpayer has 
elected in his return of income under this Part for the year 
for the purpose of subsection: 110.1(1) to include all such 
amounts as interest in computing his income for the year; 
and 


(b) “qualified pension income” received by a taxpayer in a 
taxation year means any amount described in subparagraph 
(a)(i) and amounts described in subparagraphs (a)(ii), (1i.1), 
(iii) and (iv) (if subparagraph (a)(iv) were read without refer- 
ence to the words “if before the end of the year the taxpayer 
has attained the age of 65 years,”) received by the taxpayer as 
a consequence of the death of his spouse. 


Para. 110.2(4)(g) added by 1980-8 1-82-83-, c. 48, s. 54, applicable 
with respect to payments made after 1979. 


_ Subpara. 110.2(3)(a)(ii.1) added, para. 110.2(3)(b) substituted by 


1977-78, c. 32, subsecs. 27(1), (2), to add reference to (ii.1) in para. 
110. 2(3)(b). 


Subpara. 110.2(3)(a)(iv) substituted by. 1977-78, c. 1, subsec. 53, 
applicable to 1977 et. seq. Subpara. 110.2(3)(a)(iv) formerly read: 


(iv) that is the amount by which any annuity payment (other 
than an annuity. payment described in subparagraph. (ii) or 
clause (i11)(A), or a payment under an income-ayeraging an- 
nuity contract) exceeds the capital element of that payment as 
determined or established under paragraph 60(a), if before the 
end of the year the taxpayer has attained the age of 65 years; 
and 


Subsec. 110.2(5) repealed by 1976-77, c. 4, s. 45, applicable to 
1976 et seg. Subsec. 110.2(5) formerly read: 
(5) Transfer of unused deduction to spouse — Where the 
spouse of a taxpayer 
(a) has attained the age of 65. years before the end of a 


taxation year and that. spouse has received pension in- 
come in the year, or 


(b) has received qualified pension income in the year, 


the taxpayer may, in addition to the amount, if any, deducted 
by him for the year under subsection (1) or (2), deduct an 
amount equal to the amount, if any, by which the lesser of 


(c), $1,000, and 
(d) the spouse’s pension income or qualified pension in- 
come, as the case may be, for the year - 

exceeds . 


(e) the amount deductible in the year by his spouse under 
subsection (1) or (2), as the case may be. 


S. 110.2 added by 1974-75-76, c. 26, subsec. 701), applicable to 
1975 et seq. 


110.3 [Repealed under former Act] 


Pre-RSC History: S. 110.3 repealed by 1988, c. 55, s. 79, applica- 
ble to 1988 et seg. S. 110.3 formerly read: 


110.3 Transfer of unused deductions — For the purpose of 
computing the taxable income for a taxation year of an indi- 
vidual who, during the year was a married person, there may 
be deducted the amount, if any, by which 


(a) the aggregate of 
(1) an amount equal to the lesser of 
(A) the aggregate of all amounts each of which 
is an amount his spouse may claim as a deduc- 


tion for the year under section 110.1 or 110.2, 
and 


(B) the amount, if any, by which, the maximum 
deduction allowable under subparagraph 
109(1)(a)(11) for the year exceeds the amount de- 
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ducted by him for the year under that subpara- 
graph, and 


(11) the aggregate of all amounts each of which is an 
amount his spouse may claim as a deduction for the 
year under paragraph 109(1)(h) or 110(1)(e) or (g), 
exceeds 
(b) the amount, if any, by which the aggregate of his 
spouse’s income for the year and the amount included 
under subsection 110.4(2) in computing his spouse’s tax- 
able income for the year exceeds the amount allowable as 
a deduction under paragraph 109(1)(c). 


All that portion of s. 110.3 preceding para. (a) and para. 110.3(b) 
substituted by 1984, c. 1, subsecs. 52(1), (2), applicable to 1983 et 
seq. S. 110.3 preceding para. (a) and para. 110.3(b) formerly read: 


110.3 Transfer of unused deductions — For the purpose of 
computing the taxable income for a taxation year of an indi- 
vidual who, during the year was a married person, there may 
be deducted from his income for the year the amount, if any, 
by which 


(b) the amount, if any, by which his spouse’s income for 
the year exceeds the amount allowable as a deduction 
under paragraph 109(1)(c). 
Para. 110.3(a) substituted by 1980-81-82-83, c. 140, s. 68, applica- 
ble to 1982 et seg. Para. (a) formerly read: 


(a) the aggregate of amounts his spouse may claim as a de- 
duction for the year under any of paragraphs 109(1)(h), 
110(1)(e) and 110(1)(g) and sections 110.1 and 110.2, 


S. 110.3 added by 1976-77, c. 4, s. 46, applicable to 1976 et seq. 


110.4 (1) [Repealed under former Act] 
Pre-RSC History: See at the end of s. 110.4. 


(2) Election — Where an individual files with the 
individual’s return under this Part for a taxation year 
ending before 1998 and throughout which the indi- 
vidual was resident in Canada an election in_pre- 
scribed form on or before the day on or before which 
the individual was, or would have been if tax had 
been payable under this Part by the individual for the 
year, required to file a return of income under this 
Part for the year, there shall be added in computing 
the individual’s taxable income for the year the 
amount, if any, by which 


(a) such portion of the individual’s accumulated 
averaging amount at the end of the immediately 
preceding taxation year as is specified by the in- 
dividual in the election 


exceeds 


(b) the total of amounts that would be the individ- 
ual’s farm loss or non-capital loss for the year if 
the amount determined for B in the definition 
“farm loss” or for C in the definition “non-capital 
loss” in subsection 111(8) were zero. 
Related Provisions: 110.4(4)— Death of a taxpayer; 
111(8)“non-capital loss’C — Amount elected under 110.4(2) 
reduces non-capital loss; 111.1— Order of applying provisions; 
120.1 — Adjustments to tax payable; 220(3.2), Reg. 600(b) — Late 
filing of election or revocation. 
Remission Orders: Prescribed Areas Forward Averaging Remis- 
sion Order, P.C. 1994-109 (remission for certain residents of pre- 
scribed areas who filed forward averaging elections for 1987). 


S. 110.4(8)(a)(i) 


Interpretation Bulletins: [T-232R3: Losses — their deductibility 
in the loss year or in other years. 


Information Circulars: 92-1: Guidelines for accepting late, 
amended or revoked elections. 


Forms: T581: Forward averaging tax credits; T2203A: Forward 
averaging supplement — multiple jurisdictions. 


(3) [Repealed under former Act] 
Pre-RSC History: See at the end of s. 110.4. 


(4) Death of a taxpayer — For the purposes of 


subsection (2), where an individual was resident in 


Canada throughout the period beginning on the first 
day of the taxation year in which the individual died 
and ending at the time of the individual’s death, the 
individual shall be deemed to have been resident in 
Canada throughout that year. 


(5) Exception — Subsection (2) does not apply 
with respect to a return of income filed under sub- 
section 70(2) or 150(4) or paragraph 104(23)(d). 


Interpretation Bulletins: IT-212R3: Income of deceased per- 
sons — rights or things. : 


(6) [Repealed under former Act] 
Pre-RSC History: See at the end of s.110.4. 


(6.1) Revocation of election — An election filed 
by an individual under subsection (2)-for a taxation 
year may be revoked, 


(a) where the individual died in the year in which 
the election was filed, by the individual or the in- 
dividual’s legal representative filing with the 
Minister a notice of revocation in writing not 
later than the day on or before which the individ- 
ual’s return of income for the. year of death is re- 
quired to be filed, or would be required to be 
filed if tax under this Part were payable for the 
year of death; and 


(b) in any other case, by the individual or the le- 
gal representative filing with the Minister a no- 
tice of revocation in writing not later than the 
30th day following the day of mailing of a notice 
of assessment of an amount payable by the indi- 
vidual under this Part for the year. 


(7) [Repealed under former Act] 
Pre-RSC History: See at the end of s. 110.4. 
(8) Accumulated averaging amount — In this 


section and section 120.1, the accumulated averaging 
amount of an individual 


(a) at the end of any taxation year before 1998 
(other than a taxation year in which the individual 
dies) is the product obtained when 


(i) the amount, if any, by which 


(A) the individual’s accumulated averag- 
ing amount at the end of the immediately 
preceding taxation year 
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exceeds 


(B) the amount specified under subsection 
(2) by the individual in the individual’s 
election for the year 


is multiplied by 


(ii) the ratio (adjusted in such manner as may 
be prescribed and rounded to the nearest one- 
thousandth or, where the ratio is equidistant 
from two consecutive one-thousandths, to the 
higher thereof) that the Consumer Price Index 
of the 12 month period that ended on Septem- 
ber 30 of that year bears to the Consumer 
Price Index for the 12 month period that en- 
ded on September 30 of the immediately pre- 
ceding year; 


(b) at the end of the taxation year before 1998 
and in which the individuals dies is 


(1) nil, where the individual’s tax payable 


under this Part for the year is computed under That portion of subsec. 110.4(2) preceding para. (a) substituted by 
1988, c. 55, subsec. 80(2), applicable to 1988 et seq. That portion 


section 119, or 


(II) his: income for the year of averaging 
from his activities as an athlete, a musician 
or a public entertainer, such as a theatre, mo- 
tion picture, radio or television artist, and 
(ii) the amount, if any, by which 
(A) his income for the year of averaging 
exceeds the aggregate of 
(B) 110% of the quotient obtained when 
(I) the aggregate of all amounts each of 
which is his adjusted income for a taxation 
year in the period of such of the three years 
immediately preceding the year of averaging 
as were years throughout which he was resi- 
dent in Canada . 


is divided by 
(II) the number of years in the period men- 
tioned in subclause (1), and 


(C) the amount deducted under section 110.6 in 
computing his taxable income for the year of 
averaging. 


(ii) the amount determined under subpara- | formerly read: 


graph (a)(i) for the year, in any other case; and 
(c) at any time after 1997 is nil. 


History: Subpara. 110.4(8)(b)(ii) amended by 1994, c. 7; Sch. I 
(1991, c. 49), s. 80, to substitute “subparagraph (a)(i)” for eae 
graph (a)’, applicable to 1988 et seq. 


Pre-RSC History [s. 110.4]: Subsec. 110.4(1) repealed by 1988, 
c. 55, subsec. 80(1), applicable to 1988 et seg. Subsec. (1) formerly 


read: Subsecs. 110.4(3), (6) repealed and (4), (5) substituted, by 1988, Cc. 
55, subsecs. 80(3), (4), applicable to 1988 et seg. Subsecs. 110.4(3) 


(2) Election — Where an individual who was resident in 
Canada throughout a taxation year files with his return for the 
year under this Part an election in prescribed form with the 
Minister on or before the day on or before which he was, or 


would have.been if tax had been payable under this Part by. 


him for the year, required to file a return of income under this 
Part for the year, there shall be added in computing his taxa- 
ble income for the year the amount, if any, by which 


110.4 (1) Forward averaging — Where an individual (other to (6) formerly read: 


than a trust) who was resident in Canada throughout a taxa- 
tion year (in this section referred to as the “year of averag- 
ing’) and the two immediately preceding taxation years files 
with his return of income for the year of averaging under this 
Part an election in prescribed form with the Minister on or 
before the day on or before which he was required to file the 
return, there may be deducted in computing his taxable in- 
come for the year of averaging an amount (in this section re- 
ferred to as the “averaging amount’) that is not less than 
$1,000 nor more than the lesser of 


(a) the amount that would, but for this subsection, be his 
taxable income for the year of averaging; and 


(b) the greater of 
(i) the aggregate of 
(A) '/-of the amount, if any, by which 


(1) the aggregate of. all amounts each of 
which is an amount included by him under 
subparagraph 40(1)(a)(1) or 44(1)(e)Gi)- in 
computing his gain for the year of averaging 
from the disposition of a property 


exceeds 


(Il) the aggregate of all amounts each of 
which is an amount deducted by him under 
subparagraph 40(1)(a)(i1i) or 44(1)(e)(iti) in 
computing his gain for the year of averaging 


(3) Exception — - Subsection (1) does not apply i in computing 
the taxable income of an individual for a taxation year that 
ended in a calendar year during which he was a bankrupt 
(within the meaning assigned by section 128). 


(4) Death ofa taxpayer — For the purposes of subsections 
(1) and (2), where an individual was resident in Canada 
throughout the period beginning on the first day of the taxa- 
tion year in which he died and ending at the time of his death, 
he shall be deemed to have been resident in Canada through- 
out the taxation year in which he died. 


(5) Exception — Subsections (1) and (2) do not apply with 
respect to a return of income filed under Semget 70(2) or 
150(4) or paragraph 104(23)(d). 


(6) Invalid election — An election filed by an individual 
under subsection (1) for a year of averaging is not’ valid un- 
less on or before the day on or before which the’ election is 
required to be filed, the individual 


(a) has filed a return of income for each taxation. year re- 
ferred to in subclause (1)(b)(ii)(B)(1) for which tax was 
payable by him under this Part; and 


(b) has filed, with his return of income for the vale of 
averaging, a prescribed form for each taxation year re- 
ferred to in subelause (1)(b)(ii)(B)(D) for which no tax 


was payable by him under this Part and for,which,no re-- 


turn has been filed, 


from the disposition of a property, and That portion of subsec. 110.4(6.1) preceding para. (a) substituted by 
(B) the aggregate of all amounts each of which is 1988, c. 55, subsec. 80(5), applicable with respect to elections made 
the amount of for 1988 et seg. That portion formerly read: 

(I) his income for the year of averaging from (6.1) Revocation of election — An election filed by:an indi- 

the production of a literary, dramatic, musi- vidual under subsection (1) or (2) for a taxation year may be 

cal or artistic work, or revoked 
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Subsec. 110.4(8) substituted by 1988, c. 55, subsec: 80(6), applica- 
ble to 1988 et seg. Subsec. (8) formerly read: 


(8) Definitions — In this section and section 120.1, 


(a) “accumulated averaging amount” — “accumulated 
averaging amount” of an individual at the end of any. tax- 
ation year means the product obtained when 


(i) the amount, if any, by which the aggregate of 


(A) the individual’s accumulated averaging 
amount at the end of the immediately preceding 
taxation year, and 


(B) the amount deducted under subsection (1) by 
the individual in computing his taxable income — 
for the year 


exceeds 


(C) the amount specified by the individual in his 
election for the year under subsection (2) 


is multiplied by 


(11) the ratio (adjusted in such manner as may be pre- 
scribed and rounded to the nearest one-thousandth 
or, where the ratio is equidistant from two one- 
thousandths, to the larger thereof) that the Consumer 
Price Index for the 12 month period that ended on 
the 30th day of September of that year bears to the 
Consumer Price Index for the 12 month period that 
ended on the 30th day of September of the immedi- 
ately preceding year, 


except that, where the individual dies in a taxation year, 
his accumulated averaging amount at the end of that year 
means 


(iii) nil, where the individual’s tax payable under this 
Part for that year is computed under section 119, or 


(iv) the amount determined under subparagraph (i) 
for that year, in any other case; and 


(b) “adjusted income” — “adjusted income” of an indi- 
vidual for a taxation year means the product obtained 
when 


(1) the amount, if any, by which his income for the 
year exceeds the amount deducted in computing his 
taxable income for the year under section 110.6 


is multiplied by 


(ii) the ratio, adjusted in such manner as may be pre- 
scribed and. rounded to the nearest one-thousandth 
or, where the ratio is equidistant from two one- 
thousandths, to the higher thereof, that the Consumer 
Price Index for the 12 month period that ended on 
the 30th day of September next before the year of 
averaging bears to the Consumer Price Index for the 
12 month period that ended-on the 30th day of Sep- 
tember next before the taxation year. 


Subpara. 110.4(1)(b)(@i) amended by 1986, c. 6, s. 57, to substitute 
“exceeds the aggregate of” for “exceeds” between cls. (A), (B), “his 
adjusted income” for “the individual’s adjusted income” in subcl. 
(B)(I), “the period mentioned” for “the period described” in subcl. 
(B)(II), and to add cl. (C), applicable to 1985 er seq. 


Para. 110.4(8)(b) substituted by 1986, c. 6, s. 57, applicable to 1985 
et seq. Para. (b) formerly read: 


(b) adjusted income — “adjusted income” of an individual 
for a taxation year means the product obtained when his in- 
come for the year is multiplied by the ratio, adjusted in such 
manner as may be prescribed and rounded to the nearest one- 
thousandth or, where the ratio is equidistant from two one- 
thousandths, to the greater thereof, that the Consumer Price 
Index for the 12 month period that ended on the 30th day of 
September next before the year of averaging bears to the 
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Consumer Price Index for the 12 month period that ended on 
the 30th day of September next before the taxation year. 


Subsec. 110.4(6) substituted by 1985, c. 45, subsec. 55(1), applica- 
ble to 


(a) elections filed for 1984 et seg. and 


(b) elections filed by a taxpayer for 1982 and 1983 if the tax- 
payer so requests of the Minister in writing before May 1986. 


Subsec. (6) formerly read: 


(6) An election filed under subsection (1) for a year of aver- 
aging is not valid, unless 


(a) the individual has, within 30 days from the day of 
mailing of the first notice of assessment under this Part in 
respect of his income for the year, remitted to the Re- 
ceiver General all the assessed tax (other than any portion 
thereof the payment of which is deferred by virtue of an 
election made under subsection 159(5)), interest and pen- 
alties then remaining unpaid in respect of the year, 
whether or not an objection to or appeal from the assess- 
ment is outstanding; and 


(b) on or before the day on or before which the election is 
required to be filed, the individual 


(i) has filed a return of income for each taxation year 
referred to in subclause (1)(b)(ii)(B)(I) for which tax 
was payable by him under this Part, and 


(ii) has filed, with his return of income for the year 
of averaging, a prescribed form for each taxation 
year referred to in subclause (1)(b)(1i)(B)(1) for 
which no tax was payable by him under this Part and 
no return has been filed. 


Subsec. 110.4(6.1) added by 1985, c. 45, subsec. 55(1), applicable 
to 1982 et seq. except that where the taxation year referred to in the 
said subsection is the 1982, 1983 or 1984 taxation year, the notice 
of revocation referred to in paras. (a) and (b) may be filed with the 
Minister at any time on or before the later of 


(a) the day on or before which it would be required by the said 
subsection to be filed; and 


(b) April 30, 1986. 


Subsec. 110.4(7) repealed by 1985, c. 45, subsec. 55(2), applicable 
to 1982 et seg. Subsec. (7) formerly read: 


(7) Presumption — Where the amount deducted by an indi- 
vidual under subsection (1) in respect of a year of averaging 
exceeds the amount deductible under that subsection, 


(a) such excess shall be deemed not to be included in the 
amount deducted under subsection (1); and 


(b) that portion of the amount that would, but for para- 
graph. (a), be the amount determined under subsection 
120.1(2) for the year that can reasonably be considered to 
be attributable to the excess referred to in paragraph (a) 
shall be deemed to be an amount paid by him, on account 
of his tax under this Part for the year, on the day that is 
the later of 


(i) the day on or before which he was required to file 
the election under subsection (1), and 


(ii) the day on which all the assessed tax, interest and 
penalties then remaining unpaid in respect of the 
year are remitted to the Receiver General. 
All that portion of para. 110.4(8)(a) following subpara. (ii) substi- 
tuted by 1985, c. 45, subsec. 55(3), applicable to 1985 et seg. That 
portion formerly read: 
except that, where the individual dies in a taxation year, his 
accumulated averaging amount at the end of that year means 
the amount determined under subparagraph (i) for that year; 
and 
Subsecs. 110.4(2), (4), para. 110.4(6)(a), cl. 110.4(8)(a)(i)(C) and 
all that portion of para. 110.4(8)(a) following subpara. (i) substi- 


857 


S. 110.4(8) 


tuted by 1984, c. 1, subsecs. 53(1)-(5), applicable to 1983 ef seq., 
except subsec. 110.4(4) and that portion of para. 110.4(8)(a) follow- 
ing subpara. (i) applicable to 1982 et seg. Subsecs. 110,4(2), (4), 
para. 110.4(6)(a), cl. 110.4(8)(a)(i)(C), and all that portion of para. 
110.4(8)(a) following subpara. (i) formerly read: 


(2) Election — Where an individual who was resident in 
Canada throughout a taxation year files with his return for the 
year under this Part an election in prescribed form with the 
Minister on or before the day on or before which he was, or 
would be, if tax were payable under this Part by, him for the 
year, required to file a return of income under this Part for the 
year, there may be added in computing his taxable income for 
the year such portion of his accumulated averaging amount at 
the end of the immediately preceding taxation year as is spec- 
ified by him in such election. 


(4) Death of a taxpayer — For the purposes of subsections 
(1) and (2) and section 120.1, where an individual was resi- 
dent in Canada throughout the period commencing on the 
first day of the taxation year in which he died and ending at 
the time of his death, he shall be deemed to have been resi- 
dent in Canada throughout the taxation year in which he died. 


(a) the individual has, within 30 days from the day of 
mailing of the first notice of assessment under this Part in 
respect of his income for the year, remitted to the Re- 
ceiver General all the assessed tax, interest and penalties 
then remaining unpaid in respect of the year, whether or 
not an objection to or appeal from the assessment is out- 
standing; and 


(C) the amount added under subsection (2) by 
the individual in computing his taxable income 
for the year 


is multiplied by 


(11) the ratio, adjusted in such manner as may be pre- 
scribed and rounded to the nearest one-thousandth 
or, where the ratio is equidistant from two one- 
thousandths, to the greater thereof, that the Con- 
sumer Price Index for the 12 month period that ended 
on the 30th day of September next before that year 
bears to the Consumer Price Index for the 12 month 
period that ended immediately before the commence- 
ment of that 12 month period; and 


S. 110.4 added by 1980-81-82-83, c. 140, s. 69, applicable to 1982 
et seq., except that, in its application to the 1982 taxation year, the 
reference in subsection 110.4(1) to “the two immediately preceding 
taxation years” shall be read as a reference to “the immediately pre- 
ceding taxation year”. 

Forms: 1541: 
individuals. 
Definitions [s. 110.4]: 
110.4(8); “amount”, “assessment” — 248(1); 
“farm loss” — 111(8), 248(1); “individual”, “Minister” — 248(1); 
“non-capital loss” — 111(8), 248(1); “prescribed” — 248(1); “resi- 
dent in Canada” — 250; “taxable income” — 2(2), 248(1); “‘taxa- 
tion year” — 249; “writing” — Interpretation Act 35(1). 


Interpretation Bulletins [s. 110.4]: IT-504R2: Visual artists and 
writers. 


Forward averaging tax calculation — deceased 


“accumulated averaging amount” — 


110.5 Additions for foreign tax deductions — 
There shall be added to a corporation’s taxable in- 
come otherwise determined for a taxation year such 


“Canada” — 255; | 
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amount as the corporation may claim to the extent 
that the addition thereof 


(a) increases any amount deductible by the corpo- 
ration under subsection 126(1) or (2) for the year; 
and 


(b) does not increase an amount deductible by the 
corporation under any of sections 125, 125.1, 
127, 127.2 and 127.3 for the year. 


Related Provisions: 111(8)non-capital loss”B — Carryforward 
of amount determined under 110.5. 


Pre-RSC History: S. 110.5 added by 1985, c. 45, subsec. 56(1), 
applicable to 1985 et seq. 


Definitions [s. 110.5]: “amount” — 248(1); “corporation” — 
248(1), HAINES sg Act 35(1); ys aes income” — 2(2), 248(1); 
“taxation year” — 249. 


Interpretation Bulletins [s. 110.5]: IT-232R3: Losses — their 
deductibility in the loss year or in other years; IT-270R2: Foreign 
tax credit; IT-302R3; Losses of a corporation — the effect that ac- 
quisitions of control, amalgamations, and windings-up. have on their 
deductibility — after January 15, 1987. 


110.6 (1) [Capital gains exemption — ] Defini- 
tions — For the purposes of this section, 


“annual gains limit” of an individual for a taxation 
year means the amount determined by the formula 


A =B 
where 
A is the lesser of 


(a) the amount determined in respect of the in- 
dividual for the year under paragraph 3(b) in 
respect of capital gains and capital losses, and 


(b) the amount that would be determined in 
respect of the individual for the year under 
paragraph 3(b) in respect of capital gains and 
losses if the only properties referred to in that 
paragraph were qualified farm properties dis- 
posed of by the individual after 1984 and 
qualified: small. business corporation shares 
disposed of by the individual after June 17, 
1987, and 


B. is the total of 
(a) the amount, if any, by which 


(i) the individual’s net capital losses for 
other taxation years deducted under para- 
graph 111(1)(b) in computing the individ- 
ual’s taxable income for the year: 
exceeds | 
(ii) the amount, if any, by which the 
amount determined in respect of the indi- 
vidual for the year under paragraph 3(b) in 
_Tespect of capital gains and capital losses 
exceeds the amount determined for A in 
respect of the individual for the year, and 


(b) all of the individual’s allowable business 
investment losses for the year; 


Related Provisions: 110.6(13) — Meaning of “amount. deter- 
mined under para. 3(b)”’; 257 -— Formula cannot calculate to less 
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than zero. See also Related provisions and Definitions at end of s. 
110.6. 


History: Para. (b) of the description of A in the definition “annual 
gains limit” in subsec. 110.6(1) amended by 1995, c. 3, subsec. 


32(2), applicable to 1994 et seq. except that, for the 1994 and 1995 


taxation years, it shall be read as follows: 


(b) the amount that would be determined in respect of the in- 
dividual for the year under paragraph 3(b) in respect of capi- 
tal gains and capital losses if 


(i) the only properties referred to in paragraph 3(b) were 
properties disposed of by the individual after 1984 and, 
except where the property was at the time of the disposi- 
tion a qualified small business corporation share or quali-' - 
fied farm property of the individual, before February 23, 
1994, 


(i.1) no-amountwere included under “satggape di 3(b) in 
respect of 


(A) a taxable capital gain of the individual that re- 
sulted from an election made under subsection (19) 
by a personal trust unless the individual was a bene- 
ficiary under the trust on February 22, 1994, and 


(B) that portion of a taxable capital gain referred to 
in clause (A) that can reasonably be regarded as be- 
ing in respect of an amount that is included in com- 
puting the individual’s income because of an interest 
in the trust that was acquired.by the individual after 
February 22, 1994, . 


(i.2) except for the purpose of determining the individ- 
ual’s share of a taxable capital gain of a partnership for 
its fiscal period that includes February 22, 1994 or a taxa- 

ble capital gain of the individual resulting from a desig- 
nation made under section 104 by a trust for its taxation 
year that includes that day, in determining the individ- 
ual’s taxable capital gain for the 1995 taxation year from » 
the disposition of a property (other than a qualified small 
business corporation share or qualified farm property), 
this Act were read without reference to subparagraphs 
40(1)(a)(ii) and 44(1)(e)Gi), and 


(11) the individual’s capital gains and capital losses for the 
year from dispositions of non-qualifying real property of 
the individual were equal to the individual’s eligible real 
property gains and eligible real property losses, respec- — 
tively, for,the year from those dispositions, and 


Para. (b) of the description of A formerly read: 


(b) the amount that would be determined in respect of the in- 
dividual for the year under paragraph 3(b) in respect of capi- 
tal gains and capital losses if 


(i) the only properties referred to in paragraph 3(b) were 
properties disposed of by the individual after 1984, and 


(ii) the individual’s capital gains and capital losses for the 
year from dispositions of non-qualifying real property of 
the individual were equal to the individual’s eligible real 
property gains and eligible real property losses, respec- 
tively, for the year from those dispositions, and 


“Annual gains limit” in subsec. 110.6(1) amended by 1994, c. 7, 
Sch. VII (1993, c. 24), subsec. 47(1), applicable (as amended by 
1994, c. 21; subsec. 50(6)) to 1985 ef seg. except that in its applica- 


tion to the 1985 to.1991 taxation years para. (b) of the description of 


A:shall be read as follows: 


(b) the amount that would be determined in respect of the in- 
dividual for the year under paragraph 3(b) in respect of capi- 
tal gains and capital losses if the only properties referred to in 
paragraph 3(b) were properties disposed of by the individual 
after 1984, and 


S. 110.6(1) cum 


That definition formerly read: 


“annual gains limit” of an individual fora taxation. year 
means the amount, if any, by which 
(a), the amount that would be determined in respect of the 
individual for the year under paragraph 3(b) in respect of 
capital gains and capital losses if the only properties re- 
ferred to in that paragraph were properties nr ge of by 
the individual after 1984 


exceeds the total of 


(b) the amount of the individual’s net capital losses for 
other taxation years deducted in computing the individ- 
ual’s taxable income for the year under paragraph 
111(1)(b), and 

(c) the total of all the individual’s ailpwable business in- 
vestment losses for the year; 


Pre-RSC History: Para. (a) of “annual gains limit” in subsec. 
110.6(1) substituted by 1988, c. 55, subsec. 810), applicable to 
1988 et seq. Para. (a) formerly read: 


(a) the amount that would be ee in respect of the in- 
dividual for the year under paragraph 3(b) in respect of capi- 
tal gains and capital losses if the properties referred to in that 
paragraph were ms 
(i) in the case of properties other than qualified farm 
properties, only such properties disposed of by him in the 
year, and ' 
(ii) in the case of qualified farm properties, only such 
Properties disposed of by him after 1984, 
1986, c. 6, s. 58 provides that in its application to the 1985 taxation 
year, that portion of the definition of “annual gains limit” in subsec. 
110.6(1) following para. (a) shall be read_as follows: 


exceeds the aggregate of 


(b) the amount of his net capital losses for other taxation 
years deducted in computing his taxable income for the 
year under paragraph 111(1)(b), 


(c) the aggregate of all his allowable business investment 
losses for the year, and 


(d) the amount, if any, by which 


(i) the aggregate of all amounts deducted under sub- 
section 146(5.3) in computing his income for the 
year in respect of his capital gains for the year from 
the disposition of property in the year 

exceeds 
(ii) the aggregate of all amounts included under sub- 


section 146(8) in computing his income for the year; 
and . 
Interpretation Bulletins: IT-236R3: Reserves — disposition of 
capital property. 
Forms: See list at end of s. 110.6. 


“child” has the meaning assigned by. subsection 
70(10); 


Pre-RSC History: “Child” added to subsec. 110.6(1). by 1988, c. 
55, subsec. 81(4), applicable to 1988 ef seq. 


“cumulative gains limit’ of an individual at the end 
of a taxation year means the amount, if any, by 
which 
(a) the total of all amounts determined in respect 
of the individual for the year or preceding taxa- 
tion years that end after 1984 for A in the defini- 
. tion “annual gains limit” 
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exceeds the total of 


(b) all amounts determined in respect of the indi- 
vidual for the year or preceding taxation years 
that end after 1984 for B in the definition “annual 
gains limit’, 

(c) the amount, if any, deducted under paragraph 
3(e) in computing the individual’s income for the 
1985 taxation year, 


(d) all amounts deducted under this section in 
computing the individual’s taxable incomes for 
preceding taxation years, and 


(e) the individual’s cumulative net investment 
loss at the end of the year; 


History: The definition “cumulative gains limit” in subsec. 
110.6(1) substituted by 1994, c. 21, subsec. 49(1), applicable to 
1985 et seq.; and, notwithstanding subsections 152(4) to (5), such 
assessments and determinations in respect of any taxation years may 
be made as are necessary to give effect to the amended. definition. 
That definition formerly read: 


“cumulative gains limit” of an individual at the end of a taxa- 
tion year means the amount, if any, by which 


(a) the total of all amounts each of which is 


(1) the amount determined in respect of the individual 
for the year or a preceding taxation year ending after 
1987 for A in the definition “annual gains limit”, or 


(11) the amount determined in respect of the individ- 
ual for a preceding taxation year ending after 1984 
and before 1988 under paragraph (a) of the definition 
“annual gains limit” as it read in its application to 
those years 


exceeds the total of 
(b) all amounts each of which is 


(i) the amount determined in respect of the individual 
for the year or a preceding taxation year ending after 
1987 under paragraph (a) or (b) of the description of 
B in the definition “annual gains limit’, 


(i1) the amount determined in respect of the individ- 
ual for a preceding taxation year ending after 1984 
and before 1988 under paragraph (b) or (c) of the 
definition “annual gains limit” as it read in its appli- 
cation to those years, or 


(111) an amount deducted under paragraph 3(e) by the 
individual for the individual’s 1985 taxation year, 


(c) all amounts deducted under this section in computing 
the individual’s taxable income for a preceding taxation 
year, and 


(d) the individual’s cumulative net investment loss at the 
end of the year; 


“Cumulative gains limit” in subsec. 110.6(1) amended by 1994, c. 
7, Sch. VHT (1993, c. 24), subsec: 47(1), applicable to 1988 et seq. 
That definition formerly read: 


“cumulative gains limit” of an individual at the end of a taxa- 
tion year means the amount, if any, by which 


(a) the total of all amounts each of which is the amount 
determined in respect of the individual for the year or a 
preceding taxation year ending after 1984 under para- 
graph (a) of the definition “annual gains limit” in this 
subsection 


exceeds the total of 


(b) the total of all amounts each of which is the amount 
determined in respect of the individual for the year or a 
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preceding taxation year ending after 1984 under para- 
graph (b) or (c) of the definition “annual gains limit” in 
this subsection or an amount deducted by the individual 
under paragraph 3(e) of the Income Tax Act, chapter 148 
of the Revised Statutes of Canada, 1952, for the individ- 
ual’s 1985 taxation year, 


(c) the total of all amounts each of which is an amount 
deducted by the individual under this section in comput- 
ing the individual’s taxable income for a preceding taxa- 
tion year, and 


(d) the individual’s cumulative net investment loss at the 
end of the year; 


Pre-RSC History: Para. (d) of “cumulative gains limit” in subsec. 
110.6(1) added by 1988, c. 55, subsec. 81(2), applicable to 1988 et 
seq. 

Selected Cases [110.6(1)“cumulative gains limit”]: Hunter 
v. R., [1997] 3 C.T.C. 3104 (TCC) (Minister entitled to take into 
account. events in earlier years in determining cumulative gains 
limit). 


“cumulative net investment loss” of an individual 
at the end of a taxation year means the amount, if 
any, by which 


(a) the total of all amounts each of which is the 
investment expense of the individual for the year 
or a preceding taxation year ending after 1987 


exceeds 


(b) the total of all amounts each of which is the 
investment income of the individual for the year 
or a preceding taxation year ending after 1987; 


Pre-RSC History: “Cumulative net investment loss” added to 
subsec. 110.6(1) by 1988, c. 55, subsec. 81(4), applicable to 1988 et 
seq. 


Forms: 1936: Calculation of cumulative net investment loss. 


“eligible real property gain” — [Repealed] 


History: The definition “eligible real property gain” in subsec. 
110.6(1) repealed by 1995, c. 3, subsec. 32(1), applicable after 
1995. The definition formerly read: 


“eligible real property gain” of an individual for a taxation 
year from a disposition of a non-qualifying real property of 
the individual means the amount determined by the formula 


B 
NGO 
G 


where 


_A_ is the individual’s capital gain for the year from the 
disposition, 


B~ is the number of calendar months in the period that be- 
gins with the later of the calendar month in which the 
property was last acquired by the individual and January 
1972 and ends with February 1992, and 


C. is the number of calendar months in the period that be- 
gins with the later of the calendar month in which the 
property was last acquired by the individual and January 
1972 and ends with the calendar month in which the 
property was disposed of by the individual; 


“Eligible real property gain” added to subsec. 110.6(1) by 1994, c. 
7, Sch. VI (1993, c..24), subsec. 47(6), applicable to 1992 et seq. 


“eligible real property loss”? — [Repealed] 
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History: The definition “eligible real: property loss” in subsec. 
110.6(1) repealed by 1995, c..3,, subsec...32(1),. applicable after 
1995. The definition formerly read: 
“eligible real property loss” of ,an individual.for a taxation 
year from a disposition of a non-qualifying real property of 
the individual means the amount determined by the formula 


B 
TNS ess 
Cc 


where 
A is the individual’s capital loss for the year from the 
disposition, 


Bis the number of calendar months in the period that be- 
gins with the later of the calendar month in which the 
property was last acquired. by the individual and January 
1972 and ends with February 1992,;;and 


Cis the number of calendar months in the period that be- 
gins with the later of the calendar month in which the 
property was last acquired by the individual,and January 
1972 and ends with the calendar month in which the 
property was disposed of by the individual; 

“Eligible real property loss” added to subsec. 110.6(1) by 1994, c. 
7, Sch. VII (1993, c. 24), subsec. 47(6), applicable to 1992 et seg. 


‘interest in a family farm partnership” of an indi- 
vidual (other than a trust that is not a personal trust) 
at any time means an interest owned by the individ- 
ual at that time in a partnership where 


(a) throughout any 24-month period ending 
before that time, more than 50% of the fair mar- 
ket value of the property of the partnership was 
attributable to : 


(1) property that was used by 
(A) the partnership, 
(B) the individual, 


(C) where the individual is a personal trust, 
a beneficiary of the trust, 


(D) a spouse, child or parent of the indi- 
vidual or of a beneficiary referred.to in 
clause (C), or 


(E) a corporation a share of the capital 
stock of which was a share of the capital 
stock of a family farm corporation of the 
individual, a beneficiary referred to in 
clause (C) or a spouse, child or parent of 
the individual or of a beneficiary referred 
to in clause (C), | 


principally in the course of. carrying on ‘the 
business of farming in. Canada in which the 
individual, a beneficiary referred to in clause 
(C) or a spouse, child or parent of the individ- 
ual or of a beneficiary referred to in clause (C) 
was actively engaged on a regular and contin- 
uous basis, 


(ii) shares of the capital stock or indebtedness 
of one or more corporations. all or substan- 
tially all of the fair market value of the prop- 
erty of which was attributable to properties 
described in subparagraph (iil), or 
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(iii) properties described in either subpara- 
graph (i) or (ii), and 


(b) at that time, all or substantially all of the fair 
market value of the property of the partnership 
was attributable to 


(i) property that was used principally in the 
course of carrying on the business of farming 
in Canada by the partnership or a person re- 
ferred to in subparagraph (a)(i), 


: (ii) shares of the capital stock or indebtedness 
of one or more corporations described in sub- 
paragraph (a)(ii), or 


(111) properties described in subparagraph (1) 
gor (il). 
Related Provisions: 252(4)(a)— Extended meaning of 


“spouse”. See also Related provisions and Definitions at end of s. 
110.6. : 


History: “Interest in a family farm partnership” in subsec. 110.6(1) 
amended by 1994, c. 7, Sch: VIII (1993, c. 24), subsec. 47(2), appli- 
cable to 1992 et seg. That definition formerly read: 


“Interest in a family farm partnership” of an individual (other 
than a trust that is not a personal trust) at any time means an 
interest owned by the individual at that time in a partnership 
where, 


(a) throughout any 24-month period ending before that 
time, more than 50% of the fair market value of the prop- 
erty of the, partnership was attributable to property used 
by 


(i) the partnership, 
(ii) the individual, 


(111) where the individual is a personal trust, a benefi- 
ciary of, the trust, . 


(iv) a spouse, child or parent of the individual or of a 
-beneficiary referred to in subparagraph (iii), or 


(v) a corporation a share of the capital stock of which 
was a share of the capital stock of a family farm cor- 
poration of the individual,-a beneficiary referred to in 
subparagraph (iii) or a spouse, child or parent of the 
individual or of such a beneficiary 


principally in the course of carrying on the business of 
farming in Canada in which the individual, a beneficiary 
referred to in subparagraph (iii) or a spouse, child or par- 
ent of the individual or of such a beneficiary was actively 
engaged on a regular and continuous basis, and 


(b) at that time, all or substantially all of the fair market 
value of the property of the partnership was attributable 
to property that has been used principally in the course of 
carrying on the business of farming in Canada by the 
partnership or a person referred to in paragraph (a); 


“Interest in a family farm partnership” substituted by 1994, c. 7, 
Sch. If (1991, c. 49), subsec. 81(1), applicable to 1988 et seg. That 
definition formerly read: 
“interest in a family farm partnership” of an individual (other 
than a trust that is not a personal trust) at any time means an 
interest owned by the individual at that time in a partnership 
all or substantially all of the property of which was, at that 
time, property used by 


(a) the partnership, 
(b) the individual, 


(c) where the individual is a personal trust, a beneficiary 
of the trust, 
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(d) a spouse, child or parent of a person referred to in 
paragraph (b) or (c), or 

(e) a corporation, a share of the capital stock of which 
was a share of the capital stock of a family farm corpora- 
tion of an individual referred to in paragraph (b), (c) or 
(d) 


throughout a period of at least 24 months before that time in 

the course of carrying on the business of farming in Canada 

in which any individual referred to in paragraph (b), (c) or (d) 

was actively engaged on a regular and continuous basis; 
Pre-RSC History: “Interest in a family farm partnership” added to 
subsec. 110.6(1) by 1988, c. 55, subsec. 81(4), applicable to 1988 et 
seq. : ; ; 


‘investment expense” of an individual for a taxa- 
tion year means the total of 


(a) all amounts deducted in computing the indi- 
vidual’s income for the year from property (ex- 
cept to the extent that the amounts were other- 
wise taken into account in computing the 
individual’s investment expense or investment in- 
come for the year) other than any amounts de- 
ducted under 
(i) paragraph 20(1)(c), (d), (e), or (e.1) of this 
Act or paragraph 20(1)(k) of the Income Tax 
Act, chapter 148 of the Revised Statutes of 
Canada, 1952, in respect of borrowed money 


that was used by the individual, or that was | 


used to acquire property that was used by the 
individual, 
(A) to make a payment as consideration 
for an income-averaging annuity contract, 


(B) to pay a premium under a registered 
retirement savings plan, or 


(C) to make a contribution to a registered 
pension plan or a deferred profit sharing 
plan, or 


(11) paragraph 20(1)(j) or subsection 65(1), 
66(4), 66.1(3), 66.2(2) or 66.4(2), 


(b) the total of 


(i) all amounts deducted under paragraph 
20(1)(c), (d), (e), (e.1), ( or (bb) of this Act 
or paragraph 20(1)(k) of the Income Tax Act, 
chapter 148 of the Revised Statutes of Can- 
ada, 1952, in computing the individual’s in- 
come for the year from a partnership of which 
the individual was a specified member in the 
fiscal period of the partnership ending in the 
year, and 


(ii) all amounts deducted under subparagraph 
20(1)(e)(v1) in computing the individual’s in- 
come for the year in respect of an expense in- 
curred by a partnership of which the individ- 
ual was a specified member in the fiscal 
period of the partnership ending immediately 
before it ceased to exist, 


(c) the total of 


(i) all amounts (other than allowable capital 
losses) deducted in computing the individual’s 
income for the year in respect of the individ- 
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ual’s share of the amount of any loss of a part- 
nership of which the individual was a speci- 
fied member in the partnership’s fiscal period 
ending in the year, and 


(11) all amounts each of which is an amount 
deducted under paragraph 111(1)(e) in com- 
puting the individual’s taxable income for the 
year, 


(d) 50% of the total of all amounts each of which 
is an amount deducted under subsection 66(4), 
66.1(3), 66.2(2) or 66.4(2) in computing the indi- 
vidual’s income for the year in respect of ex- 
penses incurred and renounced under subsection 
66(12.6), (12.601), (12.62) or (12.64) by a corpo- 
ration or incurred by a partnership of which the 
individual was a specified member in the fiscal 
period of the partnership in which the expense 
was incurred, and 


(e) the total of all amounts each of which is the 
amount of the individual’s loss for the year from 
(1) property, or 
(ii) renting or leasing a rental property (within 
the meaning assigned by subsection 1100(14) 
_of the Income Tax. Regulations) ora property 


described in Class 31 or 32 of Schedule II to 
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owned by the individual or by a partnership of 
which the individual was a member, other than a 
partnership of which the individual: was a speci- 
fied member in the partnership’s fiscal period 
ending in the year, and 


(f) the amount, if any, by which the total of the 
individual’s net capital losses for other taxation 
years deducted under paragraph 111(1)(b) in 
computing the individual’s taxable income for the 
year exceeds the amount determined in respect of 
the individual for the year under paragraph (a) of 
the description of B in the definition “annual 
gains limit’; 

History: Para. (d) of the definition “investment expense” in subsec. 


110.6(1) amended by, 1994, c. 8, .s. 13, to.add reference to subsec. 
66(12.601), applicable to 1992 et seq. 


Para. (f) of “investment expense” in subsec. 110.6(1) added by 
1994, c. 7, Sch. VIII (1993, c. 24), subsec. 47(3), applicable to 1992 
et seq. 


Paras. (a), (b) of “investment expense” in subsec. 110.6(1) substi- 
tuted by 1994, c. 7, Sch. II (1991, c. 49), subsec. 81(2), applicable 
to 1988 et seq. except that 


(a) para. (a) does not apply before 1989 to amounts deducted 
under para. 20(1)(a) in respect of a certified production (within 
the meaning assigned by subsec. 1104(2) of the Regulations) of 
a taxpayer or a partnership that is property included in para. (n) 
in Cl. 12 of Sch. IL to the Regulations, and 


(b) in its application to a taxpayer who so elects by notifying 
the Minister of National Revenue in writing before 1993, sub- 
para. (a)(ii) shall, in respect of the taxpayer’s 1988 and 1989 
taxation years, be read as follows: 


(11) paragraph 20(1)G), to the extent that the total of all 
amounts deducted under that paragraph by the taxpayer 
in the year or a preceding taxation year ending after 1987 
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exceeds the total of all amounts each of which is an 
amount that 


(A) was included in the taxpayer’s investment in- 
come for the taxpayer’s 1988 or 1989 taxation year, 
and 


(B) was included under subsection 15(2) in the tax- 
payer’s income for the taxpayer’s 1988 or 1989 taxa- 
tion year, 


or subsection 65(1), 66(4), 66.1(3), 66.2(2) or 66.4(2), 
Paras. (a), (b) formerly read: 


(a) the total of all amounts each of which is an amount (other 
than an amount deducted under subsection 65(1), 66(4), 
66.1(3), 66.2(2) or 66.4(2)) deducted in computing the indi- 
vidual’s income for the year from property, except to the ex- 
tent that the amount was included in computing the individ- 
ual’s investment expense for the year under paragraph (b), (c) 
or (e), 

(b) the total of all amounts each of which is an amount de- 
ducted under paragraph 20(1)(c), (d), (e), (f or (bb) of this 
Act or paragraph 20(1)(k) of the Income Tax Act, chapter 148 
of the Revised Statutes of Canada, 1952, in computing the 
individual’s income for the year from a partnership of which 
the individual was a specified member in the fiscal period of 
the partnership ending in the year, 


Subpara. (c)(i) of “investment expense” in subsec. 110.6(1) substi- 
tuted by 1994, c. 7, Sch. II (1991, c. 49), subsec. 81(3), applicable 
to 1988 et seq. Subpara. (c)(i) formerly read: 


(i) all amounts each of which is an amount deducted in com- 
puting the individual’s income for the year as the individual’s 
share of the amount of any loss of a partnership of which the 
individual was a specified member in the fiscal period of the 
partnership ending in the year, and 


That portion of para. (e) of “investment expense” following sub- 
para. (11) in subsec. 110.6(1) substituted by 1994, c. 7, Sch. II (1991, 
c. 49), subsec. 81(4), applicable to 1988 et seg., except that the para. 
does not apply before 1989 to amounts deducted under para. 
20(1)(a) in respect of a certified production (within the meaning as- 
signed by subsec. 1104(2) of the Regulations) of a taxpayer or a 
partnership that is property included in para. (n) in Cl. 12 of Sched. 
II to the Regulations. That portion of para. (e) formerly read: 
owned by the individual or by a partnership of which the indi- 
vidual was a member, except to the extent that the amount 
was included in computing the individual’s investment ex- 
pense for the year under paragraph (c); 


Pre-RSC History: “Investment expense” added to subsec. 
110.6(1) by 1988, c. 55, subsec. 81(4), applicable to 1988 ef seq., 
except that paras. (a), (c) and (e) are not applicable before 1989 
with respect to amounts deducted under para. 20(1)(a) in respect of 
a certified production, (within the meaning assigned by subsec. 
1104(2) of the Regulations) of a taxpayer or a partnership that is 
property included in para. (n) of Class 12 of Schedule II of the 
Regulations. 

1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


“investment income” of an individual for a taxation 
year means the total of 


(a) all amounts included in computing the indi- 
vidual’s income for the year from property (other 
than an amount included under subsection 15(2) 
or paragraph 56(1)(d) of this Act or paragraph 
56(1)(d.1) of the Income Tax Act, chapter 148 of 
the Revised Statutes of Canada, 1952), including, 
for greater certainty, any amount so included 
under subsection 13(1) in respect of a property 
any income from which would be income from 
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property (except tothe extent that the amount 
was. otherwise taken into account in computing 
the individual’s investment income or investment 
expense for the year), 


(b) all amounts (other than taxable capital gains) 
included..in computing the individual’s income 
for the year in respect of the individual’s share of 
the income of a partnership of which the individ- 
ual was a specified member in the partnership’s 
fiscal period ending in the year, including, for 
greater certainty, the individual’s share of all 
amounts included under subsection 13(1) in com- 
puting the income of the partnership, 


(c) 50% of all amounts included under subsection 
59(3.2) in computing the individual’s income for 
the year, 


(d) all amounts each of which is the amount of 
the individual’s income for the year from 


(1) a property, or 


(ii) renting or leasing a rental Sn best (within 
the meaning assigned by subsection 1100(14) 
of the Income Tax Regulations) or a property 
described in Class 31 or 32 of Schedule II to 
the Income Tax Regulations 


owned by the individual or by a partnership of 
which the individual was a member (other than a 
partnership of which the individual was a speci- 
fied member in the partnership’s fiscal period 
ending in the year), including, for greater cer- 
tainty, any amount included under subsection 
13(1). in computing the individual’s income for 
the year in respect of a rental property of the indi- 
vidual or the partnership or in respect of a prop- 
erty ‘any income from which would be income 
from property, 


(e) the amount, if any, by which 


(i) the total of all amounts (other than amounts 
in respect of income-averaging annuity. con- 
tracts or annuity contracts purchased under 
deferred profit sharing plans or plans referred 
to in subsection 147(15) as revoked plans) in- 
cluded under paragraph 56(1)(d) of this Actor 
paragraph 56(1)(d.1) of the Income. Tax.Act, 
chapter 148 of the Revised Statutes of Can- 
ada, 1952, in computing the individual’s in- 
come for the year 


exceeds 


(ii) the total of all amounts deducted under 
paragraph 60(a) in computing the individual’s 
income for the year, and 


(f) the amount, if any, by which the total of all 
amounts included under paragraph 3(b) in respect 
of capital gains and capital losses in computing 
the individual’s income for the year exceeds the 
amount determined in respect of the individual 
for the year for A in the definition “annual gains 
limit’; 
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History: Para. (f) of “investment income” in subsec. 110.6(1) ad- 
ded by 1994,.c.7, Sch. VII pine Cc. gs subsec. 47(4), applicable 


to 1992 et seq. 


“Investment income” amended to substitute paras. (a) to (e) for (a) 


to (d) by 1994, c. 7, Sch. II (1991, c. 49), subsec. 81(5), applicable 


to 1988 et seg. except that in its application to a taxpayer who so 
elects by notifying the Minister of National Revenue. in writing 
before 1993, para. (a) shall be read without reference to. “subsection 
15(2) or’ in respect of the taxpayer’s 1988 and 1989 taxation. years. 


Paras. (a). to (d) formerly read: 


(B) throughout all or substantially all of the time 
in the period preceding the determination time 
during which it was owned by. the individual or 
the individual’s spouse, 


principally in an active business carried on by 


(C) the individual (otherwise than as a member 
of a partnership), 


(D) where. the individual.is a personal trust, a 
preferred beneficiary (within the meaning as- 


(a) the total of all amounts included in computing the individ- 
ual’s income for the year from property, including, for greater 
certainty, any amount included under subsection 13(1) in re- 
spect of a property the income from which would be income 
from property, except to the extent that the amount was in- 
cluded in computing ‘the individual’s investment income. for 
the year under paragraph (b) or (d), 


(b) the total of all amounts each of which is an amount in- 
cluded in computing the individual’s income for the year as 
the individual’s share of the income of a partnership of which 
the individual was a specified member in the fiscal period of 
the partnership ending in the year, including, for greater cer- 
tainty, the individual’s share of all amounts included under 
subsection, 13(1) in computing the income of the partnership, 


(¢) 50% of the total of all amounts included in computing the 
individual’s income for. the year under.subsection 59(3.2), 
and. 


(d) the total of all.amounts each of which.is.an amount in- 
cluded in computing the ee income for the year 
from 


(i) property, or 
(ii) renting or leasing a rental property (within the mean- 
ing assigned by subsection 1100(14) of the Income Tax 


Regulations) or a property described in Class 31 or 32 of 
Schedule Il to the Income Tax Regulations 


owned by the individual or by a partnership of which the indi- 
vidual was a member, except to the extent that the amount 
was included in computing the individual’s investment in- 
come for the year under paragraph (b), including,-for greater 
certainty, any amount included under subsection 13(1) in 
computing the individual’s income for the year in respect of 
rental property or in respect of a property the income from 
which would be income from property; 


signed by subsection 108(1)) under the trust 
(otherwise than as a member of a partnership), 


(E) a spouse, child or parent of the individual or 
of a preferred beneficiary described in clause (D) 
(otherwise than as a member of a partnership), 


(F) a corporation (otherwise than as.a member of 
a partnership) where shares representing all or 
substantially all of the fair market value of all 
the issued and outstanding shares of its capital 
stock were owned by one or more persons de- 
scribed in this subparagraph, 


(G) one or more persons as members of a part- 
nership where interests representing all or sub- 
stantially all.of the fair market value of all part- 
nership interests in the partnership were owned 
by one or more persons described i in this subpar- 
agraph, or 


(H) a personal trust (otherwise than as a member 
of a partnership) where interests representing all 
or substantially all of the fair market value of all 

_ beneficial interests in the trust were owned by 
one or more persons described in this subpara- 
graph, and 


_ (ili) real. property of the partnership (except where 


the individual is a specified member of the partner- 
ship or, if a taxable capital gain of the individual’s 
spouse from the disposition of property of the part- 
nership would be a taxable capital gain of the indi- 
vidual, the individual’s spouse is a specified member 
of the partnership) that was used 


(A) throughout that part of the 24-month period 
preceding the determination time during which it 
was property of the partnership, the individual or 
the individual’s spouse, or 


Pre-RSC History: “Investment income” added to subsec. 110.6(1) 
by 1988, c. 55, subsec. 81(4), applicable to 1988 et seg. 


.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 


148 of the Revised Statutes of Canada, 1952”). 
[Repealed] 


‘“non-qualifying real property” — 


History: The definition “non-qualifying real property” in subsec. 
110.6(1) repealed by 1995, c. 3, subséc. 32(1), applicable after 


1995. The definition formerly read: : 


“non-qualifying real property” of an individual (other than a 
trust that is not a personal trust) means property disposed of 
after February 1992 by the individual, or a partnership any of 
the income of which is required to be included:in computing 
the income of the individual, that.at the time of its. disposition 
(in this definition referred to as the “determination time”’) is 


(a) real property, other than 
(i) qualified farm property of the individual, 


(ii) real property owned by the individual or the indi- 
vidual’ s spouse that was used 


(A) throughout that part of the 24- iat period 
preceding the determination time during which it 
was owned by the individual or the individual’s 
spouse, or 


(B) throughout all or substantially all of the time 
in the period preceding the determination time 
during which it was property of the partnership, 
the individual or the individual’s spouse, 


principally in an active business carried on by 


(C) the individual, 


(D) where the individual is a personal trust, a 
preferred beneficiary (within the. meaning as- 
signed by subsection 108(1)) under the trust, 


(E) a spouse, child or parent of the individual or 
of a preferred beneficiary described in clause 


(D), 


(F) a corporation where shares representing all 
or substantially all of the fair market value of all 
the issued and) outstanding shares, of its capital 
stock were owned: by one or more persons de- 
scribed in this subparagraph, or 


(G) a personal trust where interests representing 
all or substantially all of the fair market, value of 
all beneficial interests in the trust were owned by 
one or more persons described in this 
subparagraph, 
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(b) a share of the capital stock of a corporation (other 
than a qualified small business corporation share of the 
individual or a share of the capital stock of a family farm 
corporation of the individual) the fair market value of 
which is derived principally from real property, other 
than real property that was used 


(i) throughout that part of the 24-month period pre- 
ceding the determination time during which it was 
owned by the corporation or by persons described in 
any of clauses (a)(ii)(C) to (H),. or 


(ii) throughout all or substantially all of the time in 
the period preceding the determination time during 
which it was owned by the corporation or by persons 
described in any of clauses (a)(1i)(C) to (H), 


principally in an active business carried on by the corpo- 
ration or by persons described in any of clauses (a)(11)(C) 
to (H), but not including a share of the capital stock of a 
corporation the fair market value of which is derived 
principally from real property owned by another corpora- 
tion, a partnership or a trust, or any combination thereof, 
the shares of the capital stock of which, or the interests in 
which, as the case may be, would, if they were disposed 
of at the determination time by the individual, not be 
non-qualifying real property of the individual, 


(c) an interest in a partnership (other than an interest in a 
family farm partnership of the individual) the fair market 
value of which is derived principally from real property, 
other than real property that was used 


(i) throughout that part of the 24-month period pre- 
ceding the determination time during which it was 
property of the partnership or persons described in 
any of clauses (a)(i1)(C) to (H), or 


(ii) throughout all or substantially all of the time in 
the period preceding the determination time during 
which it was property of the partnership or persons 
described in any of clauses (a)(1i)(C) to (H), 


principally in an active business carried on by one or 
more. persons as members of the partnership or by per- 
sons described in any of.clauses (a)(11)(C) to (H), but not 
including an interest in a partnership the fair market 
value of which is derived principally from real property 
owned by another partnership, a corporation or a trust, or 
any combination thereof, the shares of the capital stock 
of which or the interests in which, as the case may be, 
would, if they were disposed of at the determination time 
by the individual, not be non-qualifying real property of 
the individual, 


(d) an interest in a trust the fair market value of which is 
derived principally from real property, other than real 
property that was used 


(i) throughout that part. of the 24-month period pre- 
ceding the determination time during which it was 
owned by the trust or persons described in any of 
clauses (a)(11)(C) to (H), or 


(ii) throughout all or substantially all of the time in 
the period preceding the determination time during 
which it was owned by the trust or persons described 
in any of clauses (a)(ii)(C) to (H), 


principally in an active business carried on by the trust or 
by persons described in any of clauses (a)(ii)(C) to (H), 
but not including an interest in a trust the fair market 
value of which is derived principally from real property 
owned by another trust, a corporation or a partnership, or 
any combination thereof, the shares of the capital stock 
of which or the interests in which, as the case may be, 
would, if they were disposed of at the determination time 
by the individual, not be non-qualifying real property of 
the individual, or 
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(e) an interest or an option in respect of property de- 
scribed in any of paragraphs (a) to (d), 


and, for the purposes of this definition, an “active business” 
carried on by a person at any time means any business carried 
on by the person at that time other than a business (other than 
a business carried on by a credit union or a business of leas- 
ing property that is not real property) the principal purpose of 
which is to derive income from property (including interest, 
dividends, rents or royalties), unless the person or, where the 
person carries on the business as a member of a partnership, 


the partnership 


(f) employs in the business at that time more than 5 indi- 
viduals on a full-time basis, or 


(g) in the course of carrying on the business has manage- 
rial, administrative, financial, maintenance or other simi- 
lar services provided to it at that time and the person or 
partnership could reasonably be expected to require more 
than 5 full-time employees if those services had not been 
so provided; 


The closing words of paras. (b), (c) and (d) of the definition “non- 
qualifying real property” in subsec. 110.6(1) substituted by 1994, c. 
21, subsecs. 50(2), (3) and (4), applicable to 1992 et seg. The clos- 
ing words of those paras. formerly read: 


principally in an active business carried on by the corporation 
or by persons described in any of clauses (a)(11)(C) to (H), 


principally in an active business carried on by one or more 
persons. as members of the partnership or by persons de- 
scribed in any of clauses (a)(ii)(C) to (H), 


principally in an active business carried on by the trust or by 
persons described in any of clauses (a)(ii)(C) to (H), or 


“Non-qualifying real property” added to subsec. 110.6(1) by 1994, 
c. 7, Sch. VOI (1993, c. 24), subsec. 47(6), applicable to 1992 et 
seq. fe 


Selected Cases [110.6(1)“non-qualifying real property”]: 
Boudreau v. R., [1997] 2 C.T.C. 2489 (TCC) (“One or more persons 
described in this subparagraph” not restricted to related persons). 


“qualified farm property” of an individual (other 


than a trust that is not a personal trust) at any partic- 
ular time means a property owned at that time by the 
individual, the spouse of the individual or a partner- 


ship, an interest in which is an interest in a family 


farm partnership of the individual or the individual’s 
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spouse that is 


(a) real property that was used by 
(i) the individual, 


(ii) where the individual is a personal trust, a 
beneficiary referred to in paragraph 
104(21.2)(b) of the trust, 


(iii) a spouse, child or parent of a person re- 
ferred to in subparagraph (4) or (ii), 


(iv) a corporation, a share of the capital stock 
of which is a share of the capital stock of a 
family farm corporation of an individual re- 
ferred to in any of subparagraphs (1) to (111), or 


(v) a partnership, an interest in which is an in- 
terest in a family farm partnership of an indi- 
vidual referred to in any of subparagraphs (1) 
to (iii), 
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in the course of carrying on the business of farm- 
ing in Canada and, for the purpose of this para- 
graph, property will not be considered to have 
been used in the course of carrying on the busi- 
ness of farming in Canada unless 


(vi) the property or property for which the 
property was substituted (in this subparagraph 
referred to as “the property”) was owned by a 
person who was the individual, a beneficiary 
referred to in subparagraph (11) or a spouse, 
child or parent of the individual or of such a 
beneficiary, by a personal trust from which 
the individual acquired the property or by a 
partnership referred to in subparagraph (v) 
throughout the period of at least 24. months 
immediately preceding that time and . 


(A) in at least 2 years while the property 
was so owned the gross revenue of such a 
person, or of a personal trust from which 
the individual acquired the property, from 
the farming business carried on in Canada 
in which the property was principally used 
and in which such a person or, where the 
individual is a personal trust, a beneficiary 
of the trust was actively engaged on a reg- 
ular and continuous basis exceeded the in- 
come of the person from all other sources 
for the year, or 


(B) the property was used by a corporation 
referred to in subparagraph (iv) or a part- 
nership referred to in subparagraph (v) 
principally in the course of carrying on the 
business of farming in Canada throughout 
a period of at least 24 months during 
which time. the individual, a beneficiary re- 
ferred to in subparagraph (11) or a spouse, 
child or parent of the individual or of such 
a beneficiary was actively engaged on a 

regular and continuous basis in the farming 
business in which the property was used, 
or . : 


(vii) where the property is a property; last ac- 
quired by the individual or partnership before 
June 18, 1987, or after June 17, 1987 under an 
agreement in writing entered into before that 
date, the property or property for which the 
property was substituted (in this subparagraph 
referred to as “the property’) was used by the 
individual, a beneficiary referred to in subpar- 

~-agraph (ii)'or a spouse, child or parent of the 
individual or of such a beneficiary, a corpora- 
tion referred to in subparagraph (iv) or a part- 
nership referred to,in subparagraph (v) or by a 
personal trust from which the individual ac- 
quired the property principally in the course 
of carrying on the business of farming in 
Canada 


(A) in the year the property was ‘disposed 
of by the individual, or 
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(B) in at least 5 years during which the 
property was owned by the individual, a 
beneficiary referred to in subparagraph (11) 
or a spouse, child or parent of the individ- 
ual or of such a beneficiary, by a personal 
trust from which the individual acquired 
the property or by. a partnership referred to 
in subparagraph (v), 


(b) a share of the capital stock of a family farm 
corporation of the individual or the individual’s 
spouse, 


(c) an interest in a family farm partnership of the 
individual or the individual’s spouse, or 


(d) an eligible capital property used by a person 
or partnership referred to in any of subparagraphs 
(a)(i) to (v), or by a personal trust from which the 
individual acquired the property, in the course of 
carrying on the business of farming in Canada 
and, for the purpose of this paragraph, eligible 
capital property | 


(i) will not be considered to have been used in 
the course of carrying on the business of farm- 
ing in Canada unless the conditions set out in 
subparagraph (a)(vi) or (vii),.as the case may 
be, are met, and 


(11) shall be deemed to qHelade capital prop- 
erty to which paragraph 70(5.1)(b) or 
73(3)(d.1) applies; 


Related Provisions: 14(1.1) — Eligible capital property inclu- 
sion deemed to be taxable capital gain for exemption purposes; 
80.03(8) — Deemed qualified farm property where capital gain 
deemed on disposition following debt forgiveness; 108(1)“qualified 
farm property” — Trusts — “qualified farm property”; 248(5) — 
Substituted property; 252(4) — Extended meaning of “spouse”. See 
also Related provisions and Definitions at end of s. 110.6. 


History: Those portions of para. (a) of “qualified farm property” 
preceding subpara. (i) and following subpara. (y), and para. (d) in 
subsec. 110.6(1) substituted by 1994, c. 7, Sch. If (1991, c..49), sub- 
secs. 81(6) to (8), applicable to 1988 et seg. Those portions and that 
para. formerly read: 


(a) real property used: by 


in the course of carrying on the business of farming in Can- 
ada and, for the purposes of this paragraph, property will not 
be considered to have been used in the course of carrying on 
the business of farming in Canada at that time unless 


(vi) where the property is a property other than a property 
referred to in subparagraph (vii), the property or property 
for which the property was substituted was used by a per- 
son or partnership referred to in any of subparagraphs (i) 
to (v) or by’ a personal trust from which the individual 
acquired the property in the course of cane on the 
business of farming in Canada 


(A) in the year the property’ was piesa * ee the 
individual, or 


(B) in at least five years during which the property 
was owned by an individual referred to in any of 
subparagraphs (i) to (iii), by a, personal trust from 
which the individual acquired the property or by a 
partnership referred to in subparagraph (v), 


(vii) where the property is‘a property acquired by the in- 
dividual or a partnership after June 17, 1987 otherwise 
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than pursuant to an agreement in writing entered into on 
or before that date, the property or property for which the 
property was substituted was owned by an individual re- 
ferred to in any of subparagraphs (i) to (iii), by a personal 
trust from which the individual acquired the property or 
by a partnership. referred to in subparagraph (v) through- 
out the period of at least 24 months immediately preced- 
ing that time and 
(A).in at least 2 years while the property was so 
owned, the gross revenue of an individual referred to 
in any of subparagraphs (i) to (iii) or of a personal 
trust from which the individual acquired the property 
from the farming business carried on in Canada in 
which the individual used the property and in which 
the individual or, where the individual is a personal 
trust, a beneficiary of the trust was actively engaged 
on a regular and continuous basis exceeded the indi- 
vidual’s income from all other sources for the year, 
or 


(B) the property was used by a corporation referred 
to in subparagraph (iv) or a partnership referred to in 
subparagraph (v) in the course of carrying on the 
business of farming in Canada throughout a period of 
at least 24 months during which time an individual 
referred to in any of subparagraphs (i) to. (11) was ac- 
tively engaged on a regular and continuous basis in 
the farming business in which the property was used, 


(d) an eligible capital property used by a person or partner- 
ship referred to in any of subparagraphs (a)(i) to (v) or by a 
personal trust from which the individual acquired the prop- 
erty in the course of carrying on the business of farming in 
Canada and, for the purpose of this definition, eligible capital 
property. will not. be considered to have been used in the 
course of carrying on the business of farming in Canada un- 
less the conditions set out in subparagraph (a)(vi) or (vii), as 
the.case may be, are met; 


Pre-RSC History: “Qualified farm property” in subsec. 110.6(1) 
substituted by 1988, c. 55, subsec. 81(3), applicable to 1988 et seq. 
The definition formerly read: 


“qualified farm property” of an individual means a property 
owned by him or his spouse that was 


(a) real property used by 
(i) the individual, his spouse or any. of his children, 


(i1) a corporation, a share of the capital stock of 
which is a share of the capital stock of a family farm 
corporation (within the meaning assigned by para- 
graph 70(10)(b)) of the individual, his spouse or any 
of his children, or 


(iii) a partnership, an interest in which is an interest 
in a family farm partnership (within the meaning as- 
signed by paragraph 70(10)(c)) of the individual, his 
spouse or any of his children 


in the course of carrying on the business of farming in 
Canada and for the purposes of this definition property 
will be considered to have been used by the individual in 
the course 'of carrying on the business of farming in Can- 
ada if the property or property for which that real prop- 
erty was substituted was used by a person or partnership, 
as the case may be, referred to in subparagraphs (i), to 
(iii) in the course of carrying on a business of farming in 
Canada 


(iv) in the year the property was disposed of by the 
individual, or 
(v) in at least five years during which the property 


was owned by the individual, his spouse or his 
children, 


(b) a share of the capital stock of a family farm corpora- 
tion (within the meaning assigned by paragraph 
70(10)(b)) of the individual or his spouse, or 


(c) an interest in a family farm partnership (within the 
meaning assigned by paragraph 70(10)(c)) of the individ- 
ual or his spouse. 


Interpretation Bulletins: IT-236R3: Reserves — disposition of 
capital property. See also list at end of s. 110.6. 


‘qualified small business corporation share” of an 
individual (other than a trust that is not a personal 
trust) at any time (in this definition referred to as the 
“determination time”) means a share of the capital 
stock of a corporation that, 
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(a) at the determination time, is a share of the 
capital stock of a small business corporation 
owned by the individual, the individual’s spouse 


_ or a partnership related to the individual, 


(b) throughout the 24'months immediately pre- 
ceding the determination time, was not owned by 
anyone other than the individual or a person or 
partnership related to the. individual, and 


(c) throughout that part of the 24 months immedi- 
ately preceding the determination time while it 
was owned by the individual or a person or part- 
nership related to the individual, was a share of 
the capital stock of a Canadian-controlled private 
corporation more than 50% of the fair market 
value of the assets of which was attributable to 


(1) assets used principally in an active busi- 
ness carried on primarily in Canada by the 
corporation or by a corporation related to it, 


(11) shares of the capital stock or indebtedness 
of one or more other corporations that were 
connected (within the meaning of subsection 
186(4) on the assumption that each of the 
other corporations was a “payer corporation” 
within the meaning of that subsection) with 
the corporation where 


(A) throughout that part of the 24 months 
immediately preceding the determination 
time that ends at the time the corporation 
acquired such a share or indebtedness, the 
share or indebtedness was not owned by 
anyone other than the corporation, a per- 
son or partnership related to the corpora- 
tion or a person or partnership related to 
such a person or partnership, and 


(B) throughout that part of the 24 months 
immediately preceding the determination 
time while such a share or indebtedness 
was owned by the corporation, a person or 
partnership related to the corporation or a 
person or partnership related to such a per- 
son or partnership, it was a share or indebt- 
edness of a Canadian-controlled private 
corporation more than 50% of the fair mar- 
ket value of the assets of which was attrib- 
utable to assets described in subparagraph 
(ili), or 
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(iii) assets described in either of subparagraph 


(i) or (ii) 


except that 


(d) where, for any particular period of time in the 
24-month period ending at the determination 
time, all or substantially all of the fair market 
value of the assets of a particular corporation that 
is the corporation or another corporation that was 
connected with the corporation cannot be attrib- 
uted to assets described in subparagraph (c)(i), 
shares or indebtedness of corporations described 
in clause (c)(ii)(B), or any combination thereof, 
the reference in clause (c)(ii)(B) to “more than 
50%” shall, for the particular period of time, be 
read as a reference to “all or substantially all” in 
respect of each other corporation that was con- 
nected with the particular corporation ‘and, for the 
purpose of this paragraph, a corporation is. con- 
nected with another corporation only, where 
(i) the corporation is connected (within ‘the 
meaning of subsection 186(4) on the assump- 
tion that the corporation was a “payer corpo- 
ration” within the meaning of that subsection) 
with the other corporation, and 


(11) the other corporation owns shares ‘of the 
capital stock of the corporation and, for the 
purpose of this subparagraph; the other corpo- 
ration shall be deemed to own the shares of 
the. capital stock of any corporation that are 
owned by a corporation any shares of the cap- 
ital stock of which are owned or are deemed 
by this subparagraph to be owned by the other 
corporation, 


(ec) where, at any time in the 24-month period 
ending at the determination time, the share was 
substituted for another share, the share shall be 
considered to have met the requirements of this 
definition only where the other share 


(i).was not owned by any person or partner- 
ship other than a person or partnership de- 
scribed in paragraph (b) throughout the period 
beginning 24 months before the determination 
time and ending at the time of. substitution, 
and 


(i1) was a share of the capital stock of a corpo- 
ration described in paragraph (c) throughout 
that part of the period referred to in subpara- 
graph (1) during which such share was owned 
by a person or partnership described in para- 
graph (b), and 
(f) where, at any time in the 24-month period 
ending at the determination time, a share referred 
to in subparagraph (c)(ii) is substituted for an- 
other share, that share shall be considered to meet 
the requirements of subparagraph (c)(ii) only 
where the other share 
(i) was not owned by any person or partner- 
ship other than a person or partnership de- 
scribed in clause (c)(ii)(A) throughout the pe- 
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riod beginning 24 months before the 
determination time and ending at the time of 
substitution, and 


(ii) was a share of the capital stock of a corpo- 
ration described in paragraph (c) throughout 
that part of the period referred to in subpara- 
graph (i) during which the share was owned 
by a person or partnership described in clause 
(c)(i)(A), 
Related Provisions: 80.03(8) — Deemed qualified small busi- 
ness corporation share where capital gain deemed on disposition 
following debt forgiveness; 108(1)“qualified small business corpo- 
ration share’ — Trusts; 110.6(1.1) — Fair market value of net in- 
come stabilization account; 110.6(14) — Various rules of interpre- 
tation; 110.6(15)— Value of assets of corporation; 110.6(16) — 
Personal trust; 252(4) — Extended meaning of “spouse”. See also 
Related provisions and Definitions at end of s. 110.6. 


History: Subparas. (c)(i), (ii) and paras. (d) to (f) of “qualified 
small business corporation share” in subsec.:110.6(1) substituted by 
1994, c. 7, Sch. If (1991, c. 49); subsecs. 81(9), (10), applicable to 
dispositions of shares occurring after June 17, 1987. Those sub- 
paras. and paras. formerly read: 


(i) assets used in an active business carried on primarily in 
Canada by the corporation or by a corporation related to it, 


(ii) shares of the capital stock of or bonds, debentures, bills, 
notes, mortgages or similar obligations issued by one or more 
other corporations that were connected with the corporation 
(within the meaning of subsection 186(4) on the assumption 
that in each case the connected other corporation was at that 
time a “payer corporation” within the meaning of that subsec- 
tion) where 


(A) throughout that part of the 24 months immediately 
preceding the determination time that ends at the time the 
corporation acquired those shares or obligations, the 
shares or obligations were not owned by anyone other 
than the corporation or a person or partnership related to 
it, and 


(B) throughout that part of the 24 months immediately 
preceding the determination time while those-shares. or 
obligations were owned by the corporation or a person or 
partnership related to it, they were shares or obligations 
of Canadian-controlled private corporations more than 
50% of the fair market value of the assets of which was 
attributable to assets described in subparagraph (iii), or 


(d) where, for any period of time in the 24 month period end- 
ing at the determination time, all or substantially all of the 
fair market value of the assets of a corporation cannot be at- 
tributed to assets described in subparagraph (c)(i) or shares or 
obligations of corporations described in clause (c)(ii)(B), the 
reference in clause (c)(ii)(B) to “more than 50%” shall, for 
that period of time, be read as a reference to “all or substan- 
tially all” in respect of other corporations connected, with the 
corporation (within the meaning of subsection 186(4) on the 
assumption that in each case the connected other corporation 
was at that time a “payer corporation” within the meaning of 
that subsection) 


(e) where, at any time in the 24 month period ending at the 
determination time, the share was substituted for another 
share, the share shall be considered to have met the require- 
ments of this definition only where the other share 


(1) was not owned by any person or partnership other 
than a person or partnership described in paragraph (b), 
and 


(11) was a share of the capital stock of a corporation de- 
scribed in paragraph (c), 
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throughout that part of that 24 month period ending at thé de- 
termination time that ends at the time of substitution, and’: 


(f) where, at any time in the 24-month period ending at the 
“determination time, a share referred to in subparagraph (c)(ii) 
‘is substituted for another share, that share shall be considered 
to have met the requirements of that subparagraph only where 
the other share 


(i) was not owned by any person or partnership other 
than a person or partnership desaribed in clause 
(c)(i1)(A); and 
(ii) was a share of the capital stock of a corporation de- 
./ scribed in paragraph (c), 


throughout that part of that 24 month period ending at the’ de- 
termination time that ends at the time of substitution; 


Pre-RSC History: “Qualified small business corporation share” 
added to subsec. 110.6(1) by 1988, c. 55, subsec. 81(4), applicable 
with respect to dispositions of shares after June 17, 1987. 


Interpretation Bulletins: See list at end of s. 110.6. 


Information Circulars; 88-2, para. 15: General anti-avoidance 
rule — section 245 of the Income Tax Act; 88-2 Supplement, paras. 
3, 4: General anti-avoidance rule — section 245 of the Income Tax 
Act. 


Advance Tax Ruling: ATR-53: Purification of a small.business 
corporation; ATR-55: Amalgamation followed by sale of shares, 


“share of the capital stock of a family farm corpo- 
ration’ of an individual (other than a trust that is not 
a personal trust) at any time means a share of the 
capital stock of a corporation.owned by. the individ- 
ual at that time where : 


(a) throughout ‘any 24-month period beiding 
before that time, more than 50% of the fair mar- 
ket value of the property owned by. the corpora- 
tion was attributable to 


(i) property that was used: by 
(A), the corporation, 
(B) the individual, 


(C) where the individual is a personal trust, 
a beneficiary of the trust, 


(D) a spouse, child or parent of the indi- 
vidual or of a beneficiary referred to in 
clause (C), or 


(E) a partnership, an interest in which was 
an interest in a family farm partnership of 
the individual, a beneficiary referred to in 
clause (C) or a-spouse, child or parent. of 
the individual or of such’a beneficiary, © 


principally in the course of carrying on the 
business of farming in Canada in which the 
individual, a beneficiary referred to in clause 
(C) or a spouse, child or parent of the individ- 
ual or of such a beneficiary, was actively en- 
gaged on a regular and continuous basis, 


(ii) shares of the capital stock or indebtedness 
of one or more corporations all or substan- 
tially all of the fair market value of the prop- 
erty of which was attributable to property de- 
scribed in subparagraph (iii), or 


(iii) properties described in either subpara- 
graph (i) or (ii), and 
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(b) at that time, all or substantially all of the fair 
market value of the property owned by the steer 
ration was attributable to 


(i) property that was used principally in the 
_ course of carrying on the business of farming 
in Canada by the corporation - or a person or 
partnership referred to in subparagraph (a)(i); 


(ii) shares of the capital stock or indebtedness 
of one or more corporations all or substan- 
tially. all of the fair market value of the prop- 
erty of which was attributable to property de- 
scribed in subparagraph (ili), or 


(ili) properties described in oles sea 
graph (i) or (ii). 
Related Provisions: 110.6(1.1) — Fair market value of net in- 
come stabilization account; 110.6(15) — Value of assets of corpora- 
tion; 252(4) — Extended meaning of “spouse”; 257 — Formula 
cannot calculate to less than zero: See also Related provisions and 
Definitions at end of s. 110.6. 


History: That portion of subpara. (a)(i) of “share of the capital 
stock, of a family farm corporation” preceding cl. (A) in subsec. 
110.6(1) amended by 1994, c, 7, Sch. VIII (1993, c. 24), subsec. 
47(5), applicable to 1992 et seg. That portion formerly read: 

(i) property used by . 


“Share of a capital stock of a, family. farm corporation” in subsec. 
110.6(1) substituted by 1994, °c. 7, Sch. II (1991, c. 49), subsec. 
81(11), applicable to 1988 et seg. That definition formerly read: 


“share of the capital stock of a family farm corporation” of an 
individual (other than a trust that is not a personal trust) at 
any time means a share of the capital stock of a corporation 
owned by the individual at that time where, at that time, all or 
substantially all of the property owned by the corporation was 
(a) property used: by a 
-'@) the corporation, 
(ii) the individual, ° 
(iit) where the individual is a a personal trust, a benefi- 
‘ciary of the trust, 
(iv),.a spouse, child or parent .of an individual re- 
ferred to.in subparagraph (ai) or (iil), or 
(v) a partnership, an interest in which was an interest 
in a family farm partnership of an individual referred 
(to in: subparagraph (ii), (iii) or (iv) 
throughout a period of at least 24 months before that time 
in the course of carrying on the business of farming in 
Canada in which any individual referred to in subpara- 
graph (ii), (iii) or (iv) was actively engaged on a regular 
and continuous basis, i 
(b) shares of the capital stock of one or, more corpora- 
tions all or substantially all of the property of which was 
property described in paragraph (a) or bonds, debentures, 
bills, notes, mortgages or similar obligations issued by 
sucha, corporation, or 
(c) properties described in either of paragraph (a) or (b). 
Pre-RSC History: “Share of the capital stock of a family farm 
corporation” added to subsec. pu by 1988, c. 55, subsec. 
81(4), applicable to 1988 er seq. ._ 
Advance Tax BAUAE ATR-56: Purification of a family farm 
corporation. 


(1.1) Idem — For the purposes of the definitions 
“qualified small. business corporation share” and 
“share of the capital stock of a family farm corpora- 
tion” in subsection (1), the fair market value of a net 


869 


S. 110.6(1.1) 


income stabilization account. shall be deemed to be 
nil. 

History: Subsec. 110.6(1.1) added by 1994, c. 7, Sch. VIII (1993, 
c. 24), subsec. 47(7); applicable to 1991 et seq. 


(2) Capital gains deduction — qualified farm 
property — In computing the taxable income for a 
taxation year of an individual (other than a trust) 
who was resident in Canada throughout the year and 
who disposed of qualified farm property in the year 
or a preceding taxation year ending after 1984, there 
may be deducted such amount as the individual may 
claim not exceeding the least of 


(a) the amount, if any, by which $375,000 ex- 
ceeds the total of 


(1) the total of all amounts each of which is an 
amount deducted by the individual under this 
section in computing the individual’s taxable 
income for a preceding taxation year, 


(ii) where the taxation year ended after 1987, 
'/, of the total of all amounts each of which is 
an amount deducted under this section in 
computing the individual’s taxable income for 
a taxation year ending before 1988, and 


(iii) where the taxation year ended after 1989, 
Ys-of the total of 


(A) all amounts deducted under this sec- 
tion in computing the individual’s taxable 
income for a taxation year ending before 
1990 (other than amounts deducted under 
this section for a taxation year in respect of 
an amount that was included in computing 
the individual’s income for that year be- 
cause of subparagraph 14(1)(a)(v)), and 


(B) the amount determined under subpara- 
graph (ii) in respect of the individual for 
the year, 


(b) the individual’s cumulative gains limit at the 
end of the year, 


(c) the individual’s annual gains limit for the 
year, and 


(d) the amount that would be determined in re- 
spect of the individual for the year under para- 
graph 3(b) in respect of capital gains and capital 
losses if the only properties referred to in that 
paragraph were qualified farm properties dis- 
posed of by the individual after 1984. 


Related Provisions: 14(1.1) — Eligible capital property inclu- 
sion deemed to be taxable capital gain for exemption purposes; 
40(3.1) — Deemed disposition where negative ACB of partnership 
interest creates deemed gain; 73(3) — Intergenerational rollover of 
farm property; 110.6(4) — Maximum deduction; 110.6(5) — Indi- 
vidual deemed resident in Canada throughout year; 110.6(6) — 
Failure to report gain; 110.6(7)—(11) — Restrictions; 110.6(13) — 
Meaning of “amount determined under para. 3(b)”’; 110.6(17) — 
Order of deduction. See additional Related provisions and Defini- 
tions at end of s. 110.6. 
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History: 1995, c. 3, para. 32(15)(a), states that in applying the Act 
to the 1994 and 1995 taxation years, para. 110.6(2)(d) shall.be read 
as follows: 


(d) the amount that would be determined in respect of the in- 
dividual for the year under paragraph 3(b) in respect of capi- 
tal gains and capital losses if the only properties referred to in 
that paragraph were qualified farm properties disposed of by 
the individual after 1984 otherwise than because of an elec- 
tion made under subsection (19). 

Cl. 110.6(2)(a)@ii)(A) amended by 1994, c. 7, Sch. VIL (1993, c. 

24), subsec. 47(8), applicable to 1990 et seq. That cl. formerly read: 
(A) the total of all amounts each of which isan amount de- 
ducted under this section in computing the individual’s taxa- 
ble income for a taxation year ending before 1990, and 


Pre-RSC History: That portion of subsec. 110.6(2) preceding 
para. (a),amended by 1988, c. 55, subsec. 81(5), to delete “ending 
before 1990” which had followed “(other than a trust)” and para. (a) 
substituted, applicable to 1988 et seq., except that. for the 1988 and 
1989 taxation years the reference to “$375,000” in para. (a) shall be 
read as a reference to “$333,333”. Para. (a) formerly read: 


(a) the amount, if any, by which $250,000 exceeds the aggre- 
gate of all amounts each of which is an amount deducted by 
the individual under this subsection in computing his taxable 
income for a preceding taxation year; 


1986, c. 6, s. 58 provides that in its application to the 1985 taxation 
year, para. 110.6(2)(d): shall be read. as follows: 


(d) the amount, if any, by which 


(i) the amount that would be determined in respect of the ~ 
individual-for the year under paragraph 3(b) in respect of 
capital gains and capital losses if the only properties re- 
ferred to in that paragraph were qualified farm properties 
disposed.of by him after 1984 


exceeds 
(i) the amount, if any, by which 


(A) the aggregate of all amounts deducted under sub- 
section 146(5.3) in computing his income for the 
year in respect of his capital gains for the year from 
the disposition of property in the year 


exceeds 


(B) the aggregate of all amounts included under sub- 
section 146(8) in. computing his income for the year. 


Advance Tax Ruling: ATR-28: Redemption of capital stock of 
family farm corporation; ATR-56: Purification of a family farm 
corporation. 


Forms: T657: Calculation of capital gains deduction on all capital 
property. See also list at end of s. 110.6. 


(2.1) Capital gains deduction — qualified 
small business corporation shares — In com- 
puting the taxable income for a taxation year of an 
individual (other than a trust) who was resident in 
Canada throughout the year and who disposed of a 
share of a corporation in the year or a preceding tax- 
ation year and after June 17, 1987 that, at the time of 
disposition, was a qualified smal! business corpora- 
tion share of the individual, there may be deducted 
such amount as the individual may claim not exceed- 
ing the least of 


(a) the amount, if any, by which $375,000 ex- 
ceeds the total of 


(i) the total of all amounts each of which is an 
amount deducted by the individual under this 
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section in computing the individual’s. taxable 
income for a preceding taxation. year, 


(ii) where the taxation year ended after 1987, 
the amount determined under subparagraph 
(2)(a)(ii) in respect of the individual for the 
year, and ) | 


(iii) where the taxation year ended after 1989, 
the amount determined under subparagraph 
(2)(a)(@ii) in respect of the individual for the 
year, A 


(b) the amount, if any, by which the individual’s 
cumulative gains limit at the end of the year ex- 
ceeds the amount deducted under subsection (2) 
in computing the individual’s taxable income for 
the year, 


(c) the amount, if any, by which the individual’s 
annual gains limit for the year exceeds the 
amount deducted under subsection (2) in comput- 
ing the individual’s taxable income for the year, 
and 


(d) the amount that would be determined in re- 
spect of the individual for the year under para- 
graph 3(b) (other than an amount included in de- 
termining the amount in respect of the individual 
under paragraph (2)(d)) in respect of capital gains 
and capital losses if the only properties referred 
to in paragraph 3(b) were qualified small busi- 
ness corporation shares disposed of by the indi- 
vidual after June 17, 1987. 


Related Provisions: 48.1 — Deemed disposition to trigger ex- 
emption before small business corporation. goes public; 
69(11)(a)(i) — Exception to rule deeming proceeds at FMV where 
CG deduction claimed after incorporation or dissolution of partner- 
ship; 110.6(4) — Maximum deduction; 110.6(5) — Individual 
deemed resident in Canada throughout year; 110.6(6) — Failure to 
report gain; 110.6(7)-(11) — Restrictions; 110.6(13) — Meaning of 
“amount determined under para. 3(b)”. See additional Related pro- 
visions and Definitions at end of s. 110.6. 


History: Para. 110.6(2.1)(d) amended by 1998, c. 19, subsec: 
130(1), applicable to 1996 et seq. Para. 110.6(2.1)(d) formerly read: 


(d) the amount that would be.determined in respect of the in- 
dividual for the year under paragraph 3(b) (other than an 
amount included in determining the amount in respect of the 
individual under paragraph (2)(d)) in respect of capital gains 
and capital losses if the only properties referred to in that par- 
agraph wete qualified small business corporation shares dis- 
posed of by the individual after June 17, 1987. 


1995, c. 3, para» 32(15)(b), states that in applying the Act to the 
1994 and 1995 taxation years, para. 110.6(2.1)(d) shall be read as 
follows: 


(d) the amount that would be.determined in respect of the in- 
dividual for the year under paragraph 3(b) (other than an 
amount included in determining the amount in respect of the 
individual under paragraph (2)(d)) in respect of capital gains 
and capital losses if the only properties referred to in para- 
graph 3(b) were qualified small business corporation shares 
disposed of by the individual after June 17, 1987 otherwise 
than because of an election made under subsection (19). 


Pre-RSC History: Subsec. 110.6(2.1) added by 1988, c. 55, sub- 
sec. 81(6), applicable to 1988 et seg. except that for the 1988 and 
1989 taxation years the reference to “$375,000” in para: (a) shall be 
read as a reference to “$333,333”. 


S. 110.6(3) 


Selected Cases [subsec. 110.6(2.1)]: Ast.(H.) Estate v. Can- 
ada, [1992] 2 C.T.C. 2251 (TCC) (Capital gains. deduction validly 
claimed in year subsequent to disposition). 


Interpretation Bulletins: See list at end of s. 110.6. 


Information: Circulars: 88-2, para. 15: General anti-avoidance 
rule'— section 245 of the Income Tax Act; 88-2 Supplement, paras. 
3, 4: General anti-avoidance rule — section 245 of the Income Tax 
Act. 


Advance Tax Ruling: ATR-42: Transfer of shares; ATR-53: Pu- 
rification of a small, business corporation; ATR-55: Amalgamation 
followed by sale: of, shares, 


Forms: T657: Calculation of capital gains deduction on all capital 
property. See also list at end of s. 110.6. 


(3) [Repealed] 


Related Provisions:  110.6(4)— Maximum. | deduction; 
110.6(5) — Individual deemed resident in Canada throughout year; 
110.6(6) — Failure to report gain; 110.6(7)-(11) — Restrictions; 
110.6(17) — Order of deduction 110.6(19) — Election to trigger 
gains accrued to February 22/94. See additional Related provisions 
and Definitions at end of s. 110.6. 


History: Subsec. 110.6(3) repealed by 1995, c. 3, subsec. 32(3), 
applicable to 1996 et seq.; and, in applying subsec. 110.6(3) to the 
1994 and 1995 taxation years, the opening words of subsec. (3) 
shall be read as follows: 


(3) In computing the taxable income for a taxation year of an 
individual (other than a trust) who was resident in Canada 
throughout the year and who disposed of property (other than 
property the capital gain or capital loss from the disposition 
of which is included in determining an amount under para- 
graph (2)(d) or (2.1)(d)) there may be deducted such amount 
as the individual claims, not exceeding the least of 


Subsec. 110.6(3) formerly read: 


(3) Capital gains deduction — other property — In com- 
puting the taxable income for a taxation year of an individual 
(other than a trust) who was resident in Canada throughout 
the year and who disposed of property (other than a disposi- 
tion of property to which subsection (2) or (2.1) applies) there 
may be deducted such amount as the individual may claim 
not exceeding the least of 


(a) the amount, if any, by which $75,000 exceeds the to- 
tal of 


(i) the total of all amounts each of which is an 
amount deducted by the individual under this subsec- 
tion in computing the individual’s, taxable income for 
a preceding taxation year, 


(ii) where the taxation year ended after 1987, '/3 of 
the total of all amounts each of which is an amount 
deducted under this subsection in computing the in- 
dividual’s taxable income for a taxation year ending 
before 1988, and 


(111) where the taxation year ended after 1989, '/s of 
the total of 


(A), all amounts deducted under this subsection 
in computing the individual’s taxable income for 
a taxation year ending before 1990 (other than 
amounts deducted under this subsection for a 
taxation year in respect of an amount that was 
included in computing the individual’s income 
for that year because of subparagraph 
14(1)(a)(v)), and 
(B) the amount determined under subparagraph 
(ii) in respect of the individual for the year, 
(b) the amount, if any, by which the individual’s cumula- 
tive gains limit at the end of the year exceeds the total of 
all amounts each of which is an amount deducted under 
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subsection (2) or-(2.1) in computing the individual’s tax 
able income for the year, and 


(c) the amount, if any, by which the individual’s annual 
gains limit for the year exceeds the total of all amounts 
each of which is an amount deducted under. subsection 
(2) or (2.1) in computing the individual’s taxable, income 
for the year. 


Cl. 110.6(3)(a)(iii)(A) amended by 1994, c. 7, Sch. VII (1993, °c: 
24), subsec. 47(9), applicable to 1990 et seq. That cl: formerly. read: 


(A) the total of all amounts each of which is an amount de- 
ducted under this subsection in computing the individual’s 
taxable income for a taxation year ending before 1990, and 


Pre-RSC History: Subsec. 110.6(3) substituted by 1988, c. 55, 
subsec. 81(7), applicable to 1988 ef seq., except that for the. 1988 
and 1989 taxation years the reference to “$75,000” in para. (a) shall 
be read as a reference to “$66,667”. Subsec: (3) formerly read: * 


(3) Capital gains deduction — In computing the taxable in- 
come for a taxation year of an individual (other than a trust) 
who was resident in Canada throughout the year, there may 
be deducted such amount as he may claim not exceeding the 
least of 


(a) the amount, if any, by which $250,000 exceeds the 
aggregate of all amounts each of which is an amount de- . 
ducted by the individual under this section in computing 
his taxable income for a preceding taxation year; 


(b) the amount, if any, by which his cumulative gains 
limit at the end of the year exceeds the amount deducted 
under subsection (2) in computing his taxable income for 
the year; and 


(c) the amount, if any, by which his annual gains limit for 
the year exceeds the amount deducted under subsection 
(2) in computing his taxable income for the year. 


1986, c. 6, s. 58. provides that in its application,to taxation years 


ending after 1984 and before 1990, para. 110.6(3)(a) shall be read | 


as follows: 


(a) the amount, if any, by which the allowable exemption for 
the year exceeds the aggregate of all amounts each of which 
is an amount deducted by the individual under this subsection 
in computing his taxable income for.a preceding taxation year 
and, for the purposes of this paragraph, “allowable exemp- 
tion” for a taxation year means 


(i) for the 1985 taxation year, $10,000, 

(ii) for the 1986 taxation year; $25,000, 

(iii) for the 1987 taxation year, $50,000, 

(iv) for the 1988 taxation year, $100,000, and 

(v) for the 1989 taxation year, $150,000; 
Interpretation Bulletins: IT-297R2: Gifts in kind to charity and 
others. See also list at end of s. 110.6. 
Advance Tax Ruling: ATR-34: Preferred beneficiary’ election. 
Forms: T657: Calculation of capital gains deduction on all capital 


property; T657A: Calculation of capital gains deduction on other 
capital property. See also list at end of s. 110.6. 


(4) Maximum capital gains deduction — Not- 
withstanding subsections (2) and (2.1), the total 
amount that may be deducted under this section in 
computing an individual’s taxable income for a taxa- 
tion year shall not exceed the amount, if any, by 
which $375,000 exceeds the total of 


(a) the total of all amounts each of which is an 
amount deducted by the individual under this sec- 
tion in computing the individual’s taxable income 
for a preceding taxation year, 
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(b) where the taxation year ended after 1987, the 
amount determined- under subparagraph (2)(a)(ii) 
im respect of the individual for the. year, and 


(c) where the taxation year ended ‘after 1989, the 
amount determined under subparagraph (2)(a)(iii) 
in respect of the individual for the year. 

History: The opening words of subsec. 110.6(4)-amended by 1995, 


c.. 3; subsec. eet peice to 1996et seq. The opening words 
formerly read: 


(4) Notwithstanding subsections (2) Sate (2.1), the tota’ 
amount that may be deducted under this section in computing 
an individual’s taxable income for.a taxation year shall not 
exceed the amount, if any, by which $375, 000 exceeds the 
~-total-of 


Pre-RSC History: Subsec. 110.6(4) su’sstituted by 1988, c. 55, 
subsec. 81(7), applicable to 1988 et seq., except that for the 1988 
and.1989 taxation. years the reference to “$375,000” shall be read as 
a reference to “$333,333”. Subsec. 110.6(4) formerly read: 


(4) Notwithstanding subsections (2) and (3), the total amount 
that may be deducted under this section in computing the tax- 
able income of an individual for a taxation year shall not ex- 
ceed the amount, if any, by which $280,000 exceeds the ag- 
gregate of all amounts each of which is an.amount deducted 
by the individual under this section in computing, Bg taxable 
income. for a preceding taxation year. 


65) Deemed resident in Canada — Lb wneig's an in- 
dividual was resident in Canada at any time in a par- 
ticular taxation year and throughout 


(a).the immediately preceding taxation one 
(b) the immediately following taxation year, 


for the purposes of subsections (2) and (2.1) the indi- 
vidual shall be deemed to have been resident i in Can- 
ada throughout the particular year. 


Related Provisions: 14(8) — Parallel rule for cumulative eligible 
capital recapture. See additional Related Provisions and Definitions 
at end of s. 110.6. 


History: The closing words of subsec. 110. 6(5) amended by 1995, 
é, 3, Subséc. S25), applicable to 1996 et seq. The eae rds 
formerly read: 


for the purposes of subsections (Ay (2. 1) and (3) the gs Ain 
ual shall be deemed:to have been resident in Canada Seta 
out the particular year. 


Pre-RSC History: That portion of subsec.. 110. 6(5) following 
para. (b) amended by, 1988,,c. 55, subsec,,81(8), to, substitute “sub- 
sections (2), (2. 1) and (3)” for “this section”, applicable to. 1988 et 
seq. 


(6) Failure to report capital gain — Notwith- 
standing subsections (2) and (2.1); where an individ- 
ual has a capital gain for a taxation year from the 
disposition of a capital property and knowingly or 
under circumstances amounting to gross negligence 


(a) fails to file:a:return of the individual’s income 
for the year within one year after the day on or 
before which the individual is required to file a 
return of the individual’s income for the year pur- 
suant to section 150, or 


(b) fails. to report the capital gain in the individ- 
ual’s return of income for the year raw bane to be 
filed pursuant to section 150, ! 
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no amount may be deducted under this section in re- 
spect of the capital gain in computing the individ- 
ual’s taxable income for that or any subsequent taxa- 
tion year and the burden of establishing the facts 
justifying the denial of such an amount under this 
section is on the Minister, 

History: The opening words of subsec. 110.6(6) amended by 1995, 


c. 3, subsec. 32(6), applicable to 1996 et seg. The opening words 
formerly read: 


(6) Notwithstanding subsections (2), (2.1) and (3), where an 
individual has a capital gain for a taxation year from the dis- 
position of a capital property and knowingly or under circum- 
stances amounting to gross negligence 


Pre-RSC History: That portion of subsec. 110.6(6) preceding 
para. (a) amended by 1988, c. 55, subsec. 81(9), to add reference to 
subsec, (2.1), applicable to 1988 et seq. 


(7) Deduction not permitted — Notwithstanding 
subsections (2) and (2.1), where an individual has a 
capital gain for a taxation year from the disposition 
of property as part of a series of transactions or 
events 


(a) to which subsection 55(2) would, but for para- 
graph 55(3)(b), apply, or 

(b) in which any property is acquired by a corpo- 
ration or partnership for consideration that is sig- 
nificantly less than the fair market value of the 
property at the time of acquisition (other than an 
acquisition as the result of an amalgamation or 
merger of corporations or the winding-up of a 
corporation or partnership or a distribution of 
property of a trust in satisfaction of all or part of 
a corporation’s capital interest in the trust), 


no amount in respect of that capital gain shall be de- 
ducted under this section in computing the individ- 
ual’s taxable income for the year. 

History: The opening words of subsec. 110.6(7) amended by 1995, 


c. 3, subsec. 32(7), applicable to 1996 et seg. The opening words 
formerly read: 


(7) Where deduction not permitted — Notwithstanding 
subsections (2), (2.1) and (3), where an individual has a capi- 
tal gain for a taxation year from the disposition of property as 
part of a series of transactions or events each of which is ef- 
fected or to be effected after November 21, 1985 


Pre-RSC History: That portion of subsec. 110.6(7) preceding 
para. (a) amended to add reference to subsec. (2.1), applicable to 
1988 et seg., and para. 110.6(7)(b) amended to substitute “consider- 
ation that is significantly less than the fair market value of the prop- 
erty” for “consideration that does not approximate its fair market 
value”, applicable to 1985 et seg., by 1988, c. 55, subsecs. 81(10), 


(11). 
Advance Tax Ruling: ATR-56: Purification of a family farm 
corporation. 


(8) Deduction not permitted — Notwithstanding 
subsections (2) and (2.1), where an individual has a 
capital gain for a taxation year from the disposition 
of a property and it can reasonably be concluded, 
having regard to all the circumstances, that a signifi- 
cant part of the capital gain is attributable to the fact 
that dividends were not paid on a share (other than a 
prescribed share) or that dividends paid on such a 
share in the year or in any preceding taxation year 


S.. 110.6(10) 


were less than 90% of the average annual rate of re- 
turn thereon for that year, no amount in respect of 
that capital gain shall be deducted under this section 
in computing the individual’s taxable income for the 
year. 

Related Provisions: 110.6(9) — Average annual rate of return; 
183.1(7) — Tax on corporate distributions — application of s. 


110.6(8). See also Related provisions and Definitions at end of s. 
110.6. 


History: Subsec. 110.6(8) amended by 1995, c. 3, subsec. 32(8), 

applicable to 1996 et seg. Subsec. (8) formerly read: 
(8) Idem — Notwithstanding subsections (2), (2.1) and (3), 
where an individual has a capital gain fora taxation year from 
the disposition, after November 21, 1985, of a property and it 
may reasonably be concluded, having regard to all the cir- 
cumstances, that a significant part of the capital gain 1s. attrib- 
utable to the fact that dividends were not paid on a share 
(other than a prescribed share) of a corporation or that divi- 
dends paid on such a share in the year or in any preceding 
taxation year were less than 90% of the average annual rate of 
return thereon for that year, no amount in respect of that capi- 
tal gain shall be deducted under this section in computing the 
individual’s taxable income for the. year. 


Pre-RSC History: Subsec. 110.6(8) amended by 1988, c..55, 
subsec. 81(12), to add reference to subsec. (2.1) and to substitute “a 
significant part” for “a significant portion”, applicable to 1988 et 
seq. ' 


Regulations: 6205 (prescribed share). 


(9) Average annual rate of return — For the 
purpose of subsection (8), the average annual rate of 
return on a share (other than a prescribed share) of a 
corporation for a taxation year is the annual rate of 
return by way of dividends that a knowledgeable and 
prudent investor who purchased the share on the day 
it was issued would expect to receive in that year, 
other than the first year after the issue, in respect of 
the share if 


(a) there was no delay or postponement of the 
payment of dividends and no failure to pay divi- 
dends in respect of the share; 


(b) there was no variation from year to year in the 
amount of dividends payable in respect of the 
share (other than where the amount of dividends 
payable is expressed as an invariant percentage of 
or by reference to an invariant difference between 
the dividend expressed as a rate of interest and a 
generally quoted market interest rate); and 


(c) the proceeds to be received by the investor on 
the disposition of the share are the same amount 
the corporation received as consideration on the 
issue of the share. 


Regulations: 6205 (prescribed share). 


(10) [Repealed under former Act] 


Pre-RSC History [subsec. 110.6(10)]: Subsec: 110.6(10) re- 
pealed by 1988, c. 55, subsec. 81(13), applicable to 1988 et seq., 
and in its application to taxation years ending after 1984 and before 
1988 it shall be read as follows: 


(10) Notwithstanding subsections (2) and (3), where an indi- 
vidual has a capital gain for a taxation year arising as a result 
of his granting, after November 21, 1985, an extension or re- 
newal of an option to acquire property, other than qualified 
farm property, no amount in respect of that capital gain shall 
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be deducted under this section in computing his taxable in- 
come for the year. 


Subsec. (10) formerly read: 


(10) Gain from extension or renewal of option— Not- 
withstanding subsections (2) and (3), where an individual has 
a capital gain for a taxation year arising as a result of his 
granting, after November 21, 1985, an extension or renewal 
of an option to acquire property, no amount in respect of that 
capital gain shall be deducted under this section in computing 
his taxable income for the year. 


(11) Where deduction not permitted — Where 
it is reasonable to consider that one of the main rea- 
sons for an individual acquiring, holding or having 
an interest in a partnership or trust (other than an in- 


terest in a personal trust) or a share of an investment © 


corporation, mortgage investment corporation or mu- 
tual fund corporation, or for the existence of any 
terms, conditions, rights or other attributes of the in- 
terest or share, is to enable the individual to receive 
or have allocated to the individual a percentage of 
any capital gain or taxable capital gain of the part- 
nership, trust or corporation that is larger than the in- 
dividual’s percentage of the income of the partner- 
ship, trust or corporation, as the case may be, 
notwithstanding any other provision of this Act, 


(a) no amount may be deducted under this.section 
by the individual in respect of any such gain allo- 
cated or distributed to the teael Natta after No- 
vember 21, 1985; and 


(b) where the individual is a trust, any such gain | 


allocated or distributed to it after November 21, 

1985 shall not be included in computing its eligi- 

ble taxable capital gain (within the meaning as- 

signed by subsection 108(1)). . 
Pre-RSC History: Subsec. 110.6(11) amended by. 1988, c. 55, 
subsec. 81(14), to substitute “(other than an interest in a personal 
trust’) for “(other than an interest in a testamentary trust or an inter- 
est in a trust no beneficial interest in which was acquired for consid- 
eration payable directly or indirectly to, the-trust or to any person 
who has made a contribution to the trust by way of a transfer, as- 
signment or other disposition of property)”, applicable to 1985 et 
seq. 


(12) Spousal trust deduction — Notwithstand- 
ing any other provision of this Act, a trust described 


in paragraph 104(4)(a) or (a.1) (other than a trust that . 


elected under subsection 104(5.3)) may, in comput- 
ing its taxable income for its taxation year that in- 
cludes the day determined under paragraph 104(4)(a) 
or (a.1), as the case may be, in respect of the trust, 
deduct under this section an amount equal to the 
least of 


(a) the amount, if any, by which the eligible taxa- 
ble capital gains (within the meaning assigned by 
subsection .108(1)) of the trust for that year ex- 
ceeds the amount, if any, by which 


(1) the total of all amounts each of which is the 
amount, if any, determined under paragraph 
(b) or (d) of the definition “cumulative gains 
limit” in subsection (1) in respect of the tax- 
payer’s spouse at the end of the taxation year 
in which the spouse died 
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exceeds 


(ii) the amount if any, determined daar para- 
graph (a) of the definition “cumulative gains 
limit” in subsection (1) in respect of the tax- 
payer’s spouse at the end of the taxation year 
in which the spouse died, 


(b) the amount, if any, that would be determined 
in respect of the trust for that year under para- 
graph 3(b) in respect of capital gains and capital 
losses if the only properties referred to in that 
paragraph were qualified farm properties, dis- 
posed of by it after 1984 and qualified small busi- 
ness corporation shares disposed. of. by it after 
June. 17, 1987, and 


(c) the amount, if any, 2 which gas Bee eXx- 
ceeds. the. total..of.. . 


(i) the total of alk ambintg eine of sahitini is an 
amount deducted by the taxpayer’s spouse 
under this section for the taxation year in 
which the spouse died or a preceding taxation 
year, and 


(ii) the total of all amounts each OE Wy cibide is an 
amount. determined .under subparagraph 
(2)(a)(Gi) or. (iii) in respect of the,taxpayer’s 
spouse for the taxation year in which the 
spouse died. 


Related: Provisions: 104(21,1) — Beneficiary’s taxable capital 
gain, from trust; 110.6(13) — Meaning of “amount determined 
under para. 3(b)’. See additional Related provisions and Definitions 
at end of Srey Me ne sp 


History: Para. 110.6(12)(b) amended by 1995, c..3, subsec. 32(9), 
applicable to taxation years that end after February 22, 1994 except 
that, for taxation years that end after that day and before 1997, it 
shall be:read as follows: 


(b) the total of 
(i) the least of 


(A) the amount, if any, determined in respect of the 
trust for that year under paragraph 3(b) in respect of 
capital gains ‘and losses,‘ 


(A.1) the amount, if any, that would be determined in 
respect of the trust for that year under paragraph 3(b) 
in respect of capital gains and losses if _ 


(I) the only properties referred to in that para- 
graph were properties (other than properties re- 
ferred to in subparagraph (ii)) disposed of by it 
after 1984 and before February 23, 1994, 


(II) the trust’s capital gains and capital losses for 
the year from dispositions of non-qualifying real 
property of the trust were equal to its eligible 
real property gains and eligible real property . 
losses, respectively, for that year from those 
dispositions, 

(II) no: amount were included under’ paragraph 
3(b) in respect of a capital gain of the trust. that 
resulted from an election made under subsection 
(19) by another trust unless the trust was a bene- 
ficiary under the other trust on elect 22, 
1994, and 


(IV) except for the purpose of determining the 
trust’s share of a taxable capital gain of a part- 
- nership for the partnership’s fiscal period that in- 
cludes February 22, 1994 or. a/taxable capital 
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gain of the trust. resulting from a designation 
made under section 104 by another trust for the 
other trust’s taxation year that includes that day, 
in determining the trust’s taxable capital gain for 
a taxation year that begins after that day from the 
disposition of a property (other than a qualified 
small business corporation share or qualified 
farm property), this Act were read without refer- 
ence to subparagraphs 40(1)(a)(ii) and 
44(1)(e)Gii), and ; 


(B) the amount, if any, by which $75,000 exceeds 
the total of 


(1) the total of all amounts each of which is an 
amount deducted under’ subsection (3) in com- 
puting the taxable income of the taxpayer’s 
spouse for the taxation year in which the spouse 
died or a preceding taxation year, and 


(IJ) the total of all amounts each of which is an 
amount determined under subparagraph (3)(a)(ii) 
or (ili) in respect of the taxpayer’s spouse for the 
taxation year in which the spouse died, and 


(11) the amount, if any, that would be determined in re- 
spect of the trust for that year under paragraph 3(b) in 
respect of capital gains and losses if the only properties 
referred to in that paragraph were qualified farm proper- 
ties disposed of by it after 1984 and qualified small busi- 
ness corporation shares disposed of by it after June 17, 
1987; and 


Para. (b) formerly read: 


(b) the total of 
(i) the least of 


(A) the amount, if any, determined under paragraph 
3(b) in respect of the trust for that year in respect of 
capital gains and capital losses, 


(A.1) the amount, if any, that would be determined 


under paragraph 3(b) in respect of the trust for that , 


year in respect of capital gains and capital losses if 


(I) the only properties referred to in that para- 
graph were ‘properties disposed of by it. after 
1984, other than properties referred to in subpar- 
agraph (ii), and 


(II) the trust’s capital gains and capital losses for 
that year from dispositions of non-qualifying 
real property of the trust were equal. to its eligi- 
ble real property gains and eligible real property 
losses, respectively, for that year from those dis- 
positions, and 


(B) the amount, if any, by which $75,000 exceeds 
the total of 


(I) the total of all amounts each of which is an 
amount deducted by the taxpayer’s spouse under 
subsection (3) for the taxation year in which the 
spouse died or a preceding taxation year, and 


(ID) the total of all amounts each of which is an 
amount determined under subparagraph (3)(a)(ii) 
or (iii) in respect of the taxpayer’s spouse for the 
taxation. year in which the spouse died, and 


(ii) the amount, if any, that would be determined in re- 
spect of the trust for that year under paragraph 3(b) in 
respect of capital gains and capital losses if the only 
properties referred to in that paragraph were qualified 
farm properties disposed of by it after 1984 and qualified 
small business corporation shares disposed. of by it after 
June 17, 1987, and 


S. 110.6(13) 


That portion of subsec. 110.6(12) preceding para. (a) amended by 
1994, c. 7, Sch, VIH (1993, c. 24), subsec. 47(10), applicable. to 
1993 et seq. That portion formerly read: 


(12) Notwithstanding any other provision of this Act, a trust 
described in paragraph 104(4)(a) may, in computing its taxa- 
ble income for its taxation year in which the taxpayer’s 
spouse referred to in that paragraph died, deduct under this 
section an amount equal to the least of 


All that portion of para. 110.6(12)(b) preceding cl. (i)(B) amended 
by 1994, c. 7, Sch. VII (1993, c. 24), subsec. 47(11), applicable to 
1992 et seg. That portion formerly read: 


(b) the total of 
(i) the lesser of 


(A) the amount, if any, that would be determined in 
respect of the trust for that-year under paragraph 3(b) 
in respect of capital gains and capital losses if the 
only properties referred, to in that paragraph were 
properties disposed of by it after 1984, other than 
properties referred to in subparagraph (ii), and 


Pre-RSC History: Subsec. 110.6(12) substituted by 1988, c. 55, 
subsec. 81(15), applicable to 1988 et seg., except that for the 1988 
and 1989 taxation years the references to “$75,000” in cl. (b)(i)(B) 
and “$375,000” in para. (c) shall be read as references to “$66,667” 
and “$333,333” respectively. Subsec. (12) formerly read: 


(12) Deduction from taxable income of spousal trust — 
Notwithstanding any other provision of this Act, a trust de- 
scribed in paragraph 104(4)(a) may, in,computing its taxable 
income for its taxation year in which the taxpayer’s spouse 
referred to in that paragraph died, deduct under this section an 
amount equal to the lesser of 


(a) the amount, if any, by which the eligible taxable capi- 
tal gains (within the meaning assigned by paragraph 
108(1)(d.2)) of the trust for that year exceeds the amount, 
if any, by which 
(i) the amount, if any, determined under paragraph 
(b) of the definition “cumulative gains limit” in sub- 
section (1) in respect of the taxpayer’s spouse at the 
end of the taxation year in which the spouse died 


exceeds 


(11) the amount, if any, determined under paragraph 
(a) of the definition “cumulative gains limit” in sub- 
section (1) in respect of the taxpayer’s spouse at the 
end of the taxation year in which the spouse died; 
and 


(b) the amount, if any, by which $250,000 exceeds the 
aggregate of all amounts each of which is an amount de- 
ducted by the taxpayer’s spouse under this section for the 
taxation year in which the spouse died or a preceding tax- 
ation year. ! 
1986, c. 6, s. 58 provides that in its application to taxation, years 
ending after 1984 and before 1990, para. (b) shall be read as 
follows: 
(b) the amount, if any, by which the allowable exemption 
(within the meaning assigned by paragraph (3)(a)) for the tax- 
ation year in which the spouse died exceeds the aggregate of 
“all amounts each of which is an amount deducted by the 
spouse under this section for the taxation year in which the 
spouse died or a preceding taxation year. 


Forms: T3, Sched. 5: Beneficiary spouse information and calcula- 
tion of spousal trust’s capital gains deduction. 


(13) Determination under para. 3(b) — For the 
purposes of this section, the amount determined 
under paragraph 3(b) in respect of an individual for a 
period throughout which the individual was not resi- 
dent in Canada is nil. 
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Related Provisions: 74.2(2) — Deemed gain or loss under attri- 
bution rules; 104(21), (21.2) — Beneficiary’s taxable capital gain 
from trust. See additional Related provisions and Definitions at end 
of s. 110.6. 


(14) Related persons, etc. [miscellaneous 
rules] — For the purposes of the definition “quali- 
fied small business corporation. share’ in. subsection 
(1), 
(a) a taxpayer shall be deemed to have disposed 
of shares that are identical properties in the order 
in which the taxpayer acquired them; 


(b) in determining whether a corporation is a 
small business corporation or a Canadian-con- 
trolled private corporation at any time, a right re- 
ferred to in paragraph 251(5)(b) shall not include 
a right under a purchase and sale agreement relat- 
ing to a share of the capital stock of a 
corporation; 


(c) a personal trust shall be didenitel 


(i) to be related to a person or partnership for 
any period throughout which the person or 
partnership was a beneficiary of the trust, and 


(ii) in respect of shares of the capital stock of 
a corporation, to be related to the person from 
whom it acquired those shares where, at the 

- time the trust disposed of the shares, all of the 
beneficiaries (other than registered charities) 
of the trust were related to that person or 
would have been so related if that person were 
living at that time; 


(d) a partnership shall be deemed to be related to 
a person for any period throughout which the per- 
son was a member of the partnership; 


(e) where a corporation acquires shares. of a class 
of the capital stock of another corporation from 
any person, it shall be deemed in respect of those 
shares to be related to the person where all or 
substantially all the consideration received by 
that person from the corporation in respect of 
those shares was common shares of the capital 
stock of the corporation; 


(f) shares issued after June 13, 1988 by a corpora- 
tion to a particular person or partnership shall be 
deemed to have been owned immediately before 
their issue by a person who was not related to the 
particular person or partnership unless the shares 
were issued 


(i) as consideration for other shares, 


(ii) as part of a transaction or series of transac- 
tions in which the person or partnership. dis- 
posed of property to the corporation that con- 
sisted of 


(A) all or substantially all the assets used 
inan active business carried on by that 
person or the members of that partnership, 
or 


(B) an interest in a partnership all or pe 
stantially all the assets of which were used 
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in an active business carried on by the 
members of the partnership, or 


(iii) as payment of a stock dividend; and 


(g) where, immediately before the death of an in- 
dividual, or, in the case of a deemed transfer 
under subsection 248(23), immediately before the 
time that is immediately before the death of an 
individual, a share would, but for paragraph (a) of 
the definition “qualified small business corpora- 
tion share” in subsection (1), be a qualified small 
business corporation share of the individual, the 
share shall be deemed to be a qualified small bus- 
iness corporation share of the individual if it was 
a qualified small business corporation share of 
the individual at any time in the 12-month period 
immediately. preceding the death of the 
individual. 

Related Provisions: 110.6(16) — Personal trust; 248(1) — “bus- 

iness” does not include adventure or concern under 110.6(14)(f); 

248(5)(b) Effect of stock dividend; 248(12) — Identical proper- 


ties. See additional Related provisions and Definitions at end of 
110.6. 


History: Subpara. 110.6(14)(f)Gii) added by 1998, c. 19, subsec. 
130(2), applicable to dispositions of shares that occur after June 17, 
1987. 


Para. 110.6(14)(c) substituted and (g) added by 1994, c. 7, Sch. II © 
(1991, c. 49), subsees. 81(12), (13), applicable to 1988 et oo Para. 
(c). formerly read: 


(c) a personal trust shall be deemed to be related .to.a person 
or partnership for any period throughout which the person or 
partnership was a beneficiary of the trust; 


Pre-RSC History: Subsec. 110.6(14) added by 1988, c. 55, sub- 
sec. 81(16), applicable with respect to dispositions of shares after 
June 17, 1987. 


Advance Tax Ruling: ATR-55: Amalgamation followed by sale 
of shares. 


(15) Value of assets of corporations — For the 
purposes of the definitions “qualified small business 
corporation share” and “share of the capital stock of 
a family farm corporation”’.in subsection (1), the def- 
inition “‘share of the capital stock of a family farm 
corporation” in subsection 70(10) and the definition 
“small business corporation” in subsection 248(1), 


(a) where a person (in this subsection referred to 
as the “insured’’), whose life was insured under 
an insurance policy owned by a particular corpo- 
ration, owned shares of the capital stock (in this 
subsection referred to as the “subject shares’’) of 
the particular corporation, any corporation con- 
nected with the particular corporation or- with 
which the particular corporation is connected or 
any corporation connected with any such corpo- 
ration or with which any such corporation is con- 
nected (within the meaning of subsection 186(4) 
on the assumption that the corporation referred to 
in this subsection was a payer CORPORATION within 
the meaning of that subsection), 


(i) the fair market value of the life insurance 
policy shall, at any time before the death of 
the insured, be deemed to be its cash surren- 
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der value (within the meaning assigned by 
subsection 148(9)) at that time, and 


(ii) the total fair market value of assets (other 
than assets described in subparagraph (c)(i), 
(i1) or (11) of the definition “qualified small 
business corporation share” in subsection (1), 
subparagraph (b)(i), (ii) or (iii) of the defini- — 
tion “share of the capital stock of a family 


except that this paragraph applies only in deter- 
mining whether a share of the capital stock of an- 
other corporation with which the particular cor- 
poration is connected is a qualified small 
business corporation share or a share of the capi- 
tal stock of a family farm corporation and in de- 
termining whether the other corporation is ‘a 
small business corporation. 


_ graph (a), (b) or (c) of the definition “small 
business corporation” in subsection 248(1), as 
the case may be) of any of those corporations 
that are 


(A) the proceeds, the right to receive the 
proceeds or attributable to the proceeds, of 
the life insurance policy of which the par- 
ticular corporation was a beneficiary, and 


(B) used, directly or indirectly, within the 
24-month period beginning at the time of 
the death of the insured or, where written 
_ application therefor is made by the particu- 
lar corporation within that period, within 
such longer period as the Minister consid- 
ers reasonable in the circumstances, to re- 
deem, acquire or cancel the subject shares 
owned by the insured immediately before 
the death of the insured, | 


not in eXCeSs of the fair market value of the 
assets immediately after the death of the in- 
sured, shall, until the later of 


(C) the redemption, acquisition or cancel- 
lation, and . 


(D) the day that is 60 days after the pay- 
ment of the proceeds under the policy, 


be deemed not to exceed the cash surrender 
value (within the meaning assigned by subsec- 
tion 148(9)) of the policy immediately before 
the death of the insured; and 


(b) the fair market value of an asset of a particu- 
lar corporation that is a share of the capital stock 
or indebtedness of another corporation with 
which the particular corporation is connected 
shall be deemed to be nil and, for the purpose of 
this paragraph, a particular corporation is con- 
nected with another corporation only where 


(i) the particular corporation is connected 
(within the meaning assigned by paragraph (d) 
of the definition “qualified small business cor- 
poration share” in subsection (1)) with the 
other corporation, and 


(ii) the other corporation is not connected 
(within the meaning of subsection 186(4) as 
determined without reference to subsection 
186(2) and on the assumption that the other 


50(5), applicable to dispositions occurring after 1991. That subsec. 
formerly read: 


(15) Life insurance policy of corporation — For the pur- 


poses of the definitions “qualified small business corporation 
share” and “share of the capital.stock of a family farm,corpo-. . 
ration” 1n subsection (1) and the definition “small business 
corporation” in ‘subsection 248(1), where a person (in this 
subsection referred to as the “insured”), whose life’ was in- 
sured under an insurance policy owned by a particular corpo- 
ration, owned shares of the capital stock (in this subsection 
referred to as the “subject shares’’) of the particular corpora- 
tion, any corporation connected with the particular corpora- 
tion or with which the particular corporation is connected or 
any corporation connected with any such corporation or with 
which any such corporation is connected (within the meaning 
of subsection 186(4) on the assumption that the corporation 
referred to in this subsection was a payer corporation within 
the meaning of that subsection), 


(a) the fair market value of the life insurance policy shall, 
at any time before the death of the insured, be deemed to 
be its cash surrender value (within the meaning assigned 
by subsection 148(9)) at that time; and 


(b) the total fair market value of.assets (other than assets 
described in subparagraph (c)(i), (41) or (411) of the defini- 
tion “qualified small business corporation share” in sub- 
section (1), subparagraph (b)(1), (ii) or (ii1) of the defini- 
tion “share of the capital stock of a family farm 
corporation” in subsection (1) or paragraph (a), (b). or (c) 
of the definition “small business corporation” in subsec- 
tion 248(1), as the case may be) of any of those corpora- 
tions that are 


(i) the proceeds, the right to receive the proceeds or 
attributable to the proceeds, of the life insurance pol-. ; 
icy of which the particular corporation was a benefi- 
ciary, and 


(ii) used, directly or indirectly, within the 24-month 
period beginning at the time of the death of the in- 
sured or, where written application therefor is made 
by the particular corporation within that period, 
within such longer period as the Minister considers 
reasonable in the circumstances, to redeem, acquire 
or cancel the subject shares owned by the insured im- 
mediately before the death of the insured, 


not in excess of the fair market value of the assets imme- 
diately after the death of the insured shall, until the later 
of 


(iii) the redemption, acquisition or cancellation, and 


(iv), the date that is 60 days after the payment of the 
proceeds under the policy, 


be deemed not to exceed the cash surrender value (within 
the meaning assigned by subsection 148(9)) of the policy 
immediately before the death of the insured. 


Subsec. 110.6(15) added by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
81(14), applicable to dispositions occurring after June 17, 1987, ex- 


corporation is a payer corporation within the cept that, with respect to dispositions occurring before July 13, 


meaning of subsection '186(4)) with the partic- 


1990, the reference to “within the 24-month period commencing at 


ular corporation, the time of the death of the insured or, where written application 
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therefor is made by the particular corporation within that period, 
within such longer period [as the Minister considers reasonable in 
the circumstances)” in subpara. 110.6(15)(b)(ii) shall be read as 
“before July 13, 1991 or, where written application therefor is made 
by the particular corporation before that date, before date”. 


(16) Personal trust — For the purposes of the def- 
inition “qualified small business corporation. share” 
in subsection (1) and of paragraph (14)(c), a personal 
trust shall be deemed to include a trust described in 
subsection 7(2). 

History: Subsec. 110.6(16) added by 1994, c. 7, Schv II 1 (1991, c. 


49), subsec. 81(14), applicable to dispositions occurring after June 
WAS 98 


(17) Order of deduction — For the purpose of 
clause (2)(a)(1ii)(A), amounts deducted under this 
section in computing an individual’s taxable income 
for a taxation: year that ended before 1990. shall be 
deemed to have first been deducted in respect of 
amounts that were included in computing the indi- 
vidual’s income under this Part for the year because 
of subparagraph 14(1)(a)(v) before being deducted in 
respect of any other amounts that were included in 


computing the individual’s income under this Part 


for the year. 


History: Subsec. 110.6(17) amended by 1995, c. 3, subsec. 32(10), 
applicable to 1996 et seg. Subsec. (17) formerly read: 


(17) Order of deduction — For the purposes of clauses 
(2)(a)(iii)(A) and (3)(a)(i11)(A), amounts deducted by an indi- 
vidual under this section in computing the individual’s taxa- 
ble income for a taxation year ending before 1990 shall be 
deemed to have first been deducted in respect of any amounts 
that’ were included in computing the individual’s income for 
that year because of paragraph 14(1)(a)(v) before being de- 
ducted in respect of any other amounts that were included in 
computing the individual’s income for that year. 


Subsec. 110.6(17) added by 1994, c. 7, Sch. VII (1993, c. 24), sub- 
sec. 47(12), applicable to 1990 et seq. 


(18) [Repealed] 


History: Subsec. 110.6(18) repealed by 1995, c. 3, subsec. 32(11), 
applicable to 1996 et seq. Subsec. (18) formerly read: 


(18) Eligible real property gains and losses — For the 
purposes of the definitions “eligible real property gain” and 
“eligible real property loss” in subsection (1), 


(a) an individual shall be deemed to have disposed of 
identical properties in the order in which they were 
acquired; 


(b) where paragraph 74.2(2)(b) Niandlibs for the purposes 
of this section to deem a property disposed of by another 
person to have been disposed of by an individual in a tax- 
ation year, the individual shall.be deemed to have last ac- 
quired that property at the time at which the other person 
last acquired it and to have disposed of it at the time at 
which the other person disposed of it; 


(c) where an individual is deemed by subsection 70(6), 
(9), (9.1), (9.2) or (9.3), 73(1), (3) or (4), 98(3) or (5) or 
107(2) to have acquired property for an amount. that is 
not greater than the adjusted cost base to the: person or 
partnership from whom it was acquired, the individual 
shall be deemed to have acquired the property at the time 
it was last acquired by the person or partnership; 


(d). the number of calendar months in a period shall be 
determined without reference to any such month that,is in 
a taxation year of the individual or the individual’s 
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spouse for which. the property in respect of which the eli- 
gible real property. gain or eligible real property loss is 
computed was a principal residence (within the meaning 
assigned by section 54) of the individual or the individ- 
ual’s spouse; and . 

(e) where the eligible real property gain or eligible real 
property loss of an individual is computed in respect of a 
gain or loss from a disposition of property by a partner- 
ship, the individual shall be deemed to have last acquired 
the property at the time it was last acquired by the part- 
nership and to have disposed of the property at the time it 
was disposed of by the partnership except that, where the 
individual had’ disposed of \that property to the partner- 
ship and an election. had been filed. under subsection 
97(2) in respect of that disposition, the individual shall be 
deemed to have last acquired the property at the time it 
was last acquired by the individual before that disposition 
if the amount agreed. on in that election.in respect of the 
property was not greater than the adjusted cost base to 
the individual of the property at the time of that 
disposition. 

Subsec. 110.6(18) added by 1994, c. 7, Sch. VII (1993, c. 24), sub- 
sec. 47(12), applicable to 1992 et seq: 


(19) Election for property owned on February 
22, 1994 — Subject to subsection (20), where an 
individual (other than a trust) or a personal trust 
(each of which is referred to in this subsection and 
subsections (20) to (29) as the “elector’’), elects in. 
prescribed form to have the provisions of this sub- 
section apply in respect of 


(a) a capital property (other than an interest in a 
trust referred to in any of paragraphs (f) to (j) of 
the definition “flow-through entity” in subsection 
39.1(1)) owned at the end of February 22, 1994 
by: the elector, the property shall be deemed, ex- 
cept for the purposes of sections,7 and 35 and 
subparagraph 110(1)(d.1)(i1), 


(1) to, have been disposed. of by the elector at 
that time for proceeds of disposition equal to 
the greater of 


(A) the amount erceuiees by the formula 


ea 
where 


A is the amount designated in respect of 
the property in the election, and 


B is the amount, if any, that would, if the 
disposition were a disposition for the 
purpose of section 7 or 35, be included 
under that section as a result of the dis- 
position in computing the income of the 
elector, and 


(B) the adjusted cost base to the elector of 
the property immediately before. the dispo- 
sition, and 
(ii) to have been reacquired by the elector im- 
mediately after that time at a cost equal to 


(A) where the property is an interest in or a 
share of the capital stock of a flow-through 
entity (within, the meaning assigned by 
subsection 39.1(1)) of the elector, the cost 
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to the elector of the property immediately 
before the. disposition referred to.in sub- 
paragraph (1), 

(B) where an amount would, if the disposi- 
tion referred to in subparagraph (i) were a 
disposition for the purpose of. section 7 or 
35, be included under that section as a re- 
sult of the disposition in computing the in- 
come of the elector, the lesser of 


(1) the elector’s proceeds of disposition 
- of the property determined under sub- 
paragraph (1), and 


(iI) the amount determined by the 
formula 


x nab 
where 


A is the amount, if any, by which the 
fair market value of the property at 
that, time exceeds the amount that 
would, if the disposition referred to 
in subparagraph (i) were. a disposi- 
tion for the purpose of section 7 or 
35, be included under that section as 
a result of the disposition in com- 
puting the income of the elector, 
and 

B is the amount that would be deter- 
mined by the formula in subclause 
(C)(ID in respect of the property if 
clause (C) applied to the property, 
and 


(C) in any other case, the lesser of 
(I) the designated amount, and 


(II) the amount, if any, by which the 
fair market value of the property at that 
time exceeds the amount determined by 
the formula 


Jt ASB 
where 
A is the designated amount, and 


B is the fair market value of the prop- 
erty at that time; 


S. 110.6(19) 


(B) the fiscal period of the business ended 
at that time 


shall be deemed to be a taxable capital gain of 
the elector for the taxation year in which the 
fiscal period of the business that includes that 
time ends from the disposition of ‘a particular 
property and, for the purposes of this section, 
the particular property shall be deemed to 
have been disposed of by the elector at that 
time, and 


(ii) for the purpose of paragraph 14(3)(b), the 
amount of the taxable capital gain determined 
under subparagraph (i) shall be deemed to 
have been claimed, by a person who does not 
deal at arm’s length with each person or part- 
nership that does not deal at arm’s length with 
the elector, as a deduction under this section 
in respect of a disposition at that time of the 
- eligible capital property; and 


(c) an interest owned at the end of February 22, 
1994 by the elector in a trust referred to in any of 
paragraphs (f) to (j) of the definition “flow- 
through entity” in subsection 39.1(1), the elector 
shall be deemed to have. a‘capital gain for the 
year from the disposition on February 22, 1994 of 
property equal to the lesser. of 


(1) the total of amounts designated in elections 
made under this subsection by the elector in 
respect of interests in the trust, and 


(ii) 4/3 of the amount that would, if all of the 
trust’s capital properties were disposed of at 
the end of February 22, 1994 for proceeds of 
disposition equal to their fair market value at 
that time and that portion of the trust’s capital 
gains and capital losses:or its net taxable capi- 
tal gains, as the case may be, arising from the 
dispositions as can reasonably be considered 
to represent the elector’s share thereof were 
allocated to. or designated in respect of the 
elector, be the increase in the annual gains 
limit of the elector for the 1994 taxation year 
as a result of the dispositions. 
Related Provisions: 13(7)(e.1) — Depreciable capital property; 
13(21)“undepreciated: capital cost’F — No recapture of CCA on 
election; 14(1)(a)(v)D, 14(5)“cumulative eligible capital’B, 
14(9) — Cumulative eligible capital; 39.1 — Holdings in flow- 
through entities; 40(2)(b)A, D, 40(7.1) — Principal residence; 


(b) a business carried on by the elector (otherwise 
than as a member of a partnership) on February 
22, 1994, 


49(3.2') — Options; 53(1)(4) — Increase in ACB immediately 
before disposing of all interests or shares of a flow-through entity; 
54“adjusted cost base’(c) — ACB. adjustment of flow-through en- 


(i) the amount that would be determined under 
subparagraph 14(1)(a)(v) at the end of that 
day in respect of the elector if 


(A) all the eligible capital property owned 
at that time by the elector in respect of the 
business were disposed of by the elector 
immediately before that time for proceeds 
of disposition equal to the amount desig- 
nated in the election in respect of the busi- 
ness, and 


tity preserved through disposition and _ reacquisition; 
84.1(2.01)(a) — Share deemed acquired not at arm’s length (cost 
base preserved) for purposes ‘of later non-arm’s length sale ; 
107(1.1)(a) — Cost of capital interest in a trust when election made; 
110.6(20) — Application of election; 110.6(21) — Non-qualifying 
real property; 110.6(23) — Partnership interest; 110.6(24)—-(30) — 
Time for election and late-filed elections; 257 — Formula cannot 
calculate to Jess than zero; Reg. 2800(2) — Extended deadline for 
preferred beneficiary election. See additional Related provisions 
and Definitions at .end.of s. 110.6. 


History: Subsec: 110:6(19) added by 1995, c. 3, subsec. 32(12), 
applicable to 1994 et seq. 
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1.T. Application Rules: 20(1)(c) (where depreciable property 
owned since before 1972); 26(29) (following election, property 
deemed not owned at end of 1971 so ITAR 26(3) will not apply). 


Interpretation Bulletins: IT-217R: Depreciable property owned 
on December 31, 1971. 


I.T. Technical News: No. 7 (principal residence and the capital 
gains election). 


Forms: 94-115: Election to report a capital gain on property owned 
by a personal trust at the end of February 22, 1994; T664 and 
T664(Seniors): Election to report a capital gain on property owned 
at the end of February 22, 1994; T4138: Capital gains election pack- 
age; T4142: Capital gains election package for seniors. 


(20) Application of subsec. (19) — Subsection 
(19) applies to a property or to a business, as the case 
may be, of an elector only if 


(a) where the elector is an individual (other than a 

trust), 
(i) its application to all of the properties in re- 
spect of which elections were made under that 
subsection by the elector or a spouse of the 
elector and to all the businesses in respect of 
which elections were made under that subsec- 
tion by the elector 


(A) would result in an increase in the 
amount deductible under subsection (3) in 
computing the taxable income of the elec- 
tor or a spouse of the elector, and 


(B) in respect of each of the 1994 and 
1995 taxation years, 


(1) where no part of the taxable capital 
gain resulting from an election by the 
elector is included in computing the in- 
come of a spouse of the elector, would 
not result in the amount determined 
under paragraph (3)(a) for the year in 
respect of the elector being’ exceeded 
by the lesser of the amounts determined 
under paragraphs (3)(b) and (c) for the 
year in respect of the elector, and 


(II) where no part of the taxable capital 
gain resulting from an election by the 
elector is included in computing the in- 
come of the elector, would not result in 
the amount determined under paragraph 
(3)(a) for the year in respect of a spouse 
of the elector being exceeded by the 
lesser of the amounts determined under 
paragraphs (3)(b) and (c) for the year in 
respect of the spouse, 


(ii) the amount designated in the election in 
respect of the property exceeds ''/10 of its fair 
market value at the end of February 22, 1994, 
or 


(iii) the amount designated in the election in 
respect of the business is $1.00 or exceeds !/io 
of the fair market value at the end of February 
22, 1994 of all the eligible capital property 
owned at that time by the elector in respect of 
the business; and 
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(b) where the elector is a personal trust, its appli- 
cation to all of the properties in respect of which 
an election was made under that ‘Subsection by 
the elector would result in 9 


(i) an increase in the amount aceiied by sub- 
section 104(21.2) to be a taxable capital gain 
of an individual (other than a trust) who was a 
beneficiary under the trust at the end of Febru- 
ary 22, 1994 and resident in Canada at any 
time in the individual’s taxation year in which 
the trust’s taxation Sie that includes that day 
ends, or 


(ii) where subsection (12) athe to the trust 
for the trust’s taxation year that: includes that 
day, an increase in the amount deductible 
under that subsection in computing the trust’s 
taxable income for that year. 


History: Subsec. 110.6(20) added by 1995, c. 3, subsec. 32(12), 
applicable to 1994 et seq. 


(21) Effect of election on hontauaitrltig real 
property — Where an elector is deemed by subsec- 
tion (19) to have disposed of a non-qualifying real 
property, 
(a) in computing the elector’s taxable capital gain _ 
from the disposition, there shall be deducted the 
amount determined by the formula 


0.75(A = B) 
where ! 


A is the elector’s capital gain from the disposi- 
tion, and 


B is the elector’s eligible real property gain from 
the disposition; and 


(b) in determining at any time after the disposi- 
tion the capital cost to the elector of the property 
where it is a depreciable property and the ad- 
justed cost base to the elector of the property in 
any other case (other than where the property was 
at the end of February 22, 1994 an interest in or a 
share of the capital stock of a flow-through entity 
within the meaning assigned by subsection 
39.1(1)), there shall be deducted 4/:of the amount 
determined under paragraph (a) in respect of the 
property. 
Related Provisions: 13(7)(e)()(B)UV) — Reduction in capital 
cost reflected for CCA purposes; 53(2)(u) — Reduction in adjusted 
cost base; 127.52(1)(h.1) — Calculation for purposes of minimum 
tax; 257 — Formula cannot calculate to less than zero. See addi- 
tional Related provisions and Definitions at end of s. 110,6. 


History; Subsec. 110.6(21) added by 1995, c. 3, subsec. 32(12), 
applicable to 1994 et seq. 


(22) Adjusted cost base — Where an elector is 
deemed by paragraph (19)(a) to, have reacquired a 
property, there shall be deducted in computing the 
adjusted cost base to the elector of the.property at 
any time after the reacquisition the, amount, if any, 
by which 


(a) the amount determined by ie formula 
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A —1.1B 
where 


A is the amount designated in the election under 
subsection (19) in respect of the property, and 


B is the fair market value of the property at the 
end of February 22, 1994 


exceeds 


(b) where the property is an interest in or a share 
of the capital stock of a flow-through entity 
(within the meaning assigned by subsection 
39.1(1)), “4 of the taxable capital gain that would 
have resulted from the election if the amount des- 
ignated in the election were equal to the fair mar- 
ket value of the property at the end of February 
22, 1994 and, in any other case, the fair market 
value of the property at the end of February 22, 
1994. 


Related Provisions: 14(9) — Further effects of excessive elec- 
tion; 53(2)(v)—Reduction in. adjusted cost base; 
110.6(19)(a)G@i)(C)dD, 110.6(28) — Further effects of excessive 
election; 257 — Formula cannot calculate to less than zero. See ad- 
ditional Related provisions and Definitions at end of s. 110.6. 


History: Subsec. 110.6(22) added by 1995, c. 3, subsec. 32(12), 
applicable to 1994 et seq. 


(23) Disposition of partnership interest — 
Where an elector is deemed by subsection (19) to 
have disposed of an interest in a partnership, in com- 
puting the adjusted cost base to the elector of the in- 
terest immediately before the disposition 


(a) there shall be added the amount determined 
by the formula 


C 
(A—B)x = +E 
D : 


where 


A. is the total of all amounts each of which is the 
elector’s share of the partnership’s income 
(other than a taxable capital gain from the. dis- 
position of a property) froma source or from 
sources in a particular place for its fiscal pe- 
riod that includes February 22, 1994, 


B is the total of all amounts each of which is the 
elector’s share of the partnership’s loss (other 
than an allowable capital loss from the dispo- 
sition of a property) from a source or from 
sources in a particular place for that fiscal 
period, | 


C is the number of days in the period that begins 
the first day of that fiscal period and ends 
February 22, 1994, 


D_ is the number of days in that fiscal period, and 


E is “4 of the amount that would be determined 
under paragraph 3(b) in computing the elec- 
tor’s income for the taxation year in which 
that fiscal period ends if the elector had no 
taxable capital gains or allowable capital 
losses other than those arising from disposi- 


S. 110.6(26) 


tions of property by the partnership that oc- 
curred before February 23, 1994; and 


(b) there shall be deducted the amount that would 
be determined under paragraph (a) if the formula 
in that paragraph were read as 


C 
rnpineia bp Ct cae 
AS 


Related Provisions: 53(1)(e)(xii) — Addition to adjusted cost 
base; 53(2)(c)(xi) — Reduction in adjusted cost base; 257 — 
Formula cannot calculate to less than zero. See additional Related 
provisions and Definitions at end of s. 110.6. 


History: Subsec. 110.6(23) added by 1995, c. 3, subsec. 32(12), 
applicable to 1994 et seq. 


(24) Time for election — An election made under 
subsection (19) shall be filed with the Minister 


(a) where the elector is an individual (other than a 
trust), 


(1) if the election is in respect of a business of 
the. elector, on: or before the individual’s. fil- 
ing-due date for the taxation year in which the 
fiscal period of the business that includes Feb- 
ruary 22, 1994 ends, and 


(ii) in any other case, on or before the individ- 
ual’s balance-due day for the 1994 taxation 
year; and 


(b) where the elector is a personal trust, on or 

»- before March 31 of the calendar year following 

the calendar year in which the taxation year of 
the trust that includes February 22, 1994 ends. 

Related Provisions: 110.6(26)-(30) — Late and amended elec- 


tions. See additional Related provisions and Definitions at end of s. 
110.6. 


History: Subpara. 110.6(24)(a)(i) amended by 1996,'c. 21, s. 21, 
applicable to 1995 et seg. The subpara. formerly read: 


(i) if the election is in respect of a business of the elector, on 
or before the individual’s balance-due day for the taxation 
year in which the fiscal period of the business that includes 
February 22, 1994 ends, and 


Subsec. 110.6(24), added by. 1995, c..3, subsec. 32(12), applicable. to 
1994 et seq. 


(25) Revocation of election — Subject to subsec- 
tion (28),.an elector may revoke an election made 
under subsection (19) by filing a written notice of 
the revocation with the Minister before 1998. 
Related Provisions: 104(14.01) — Revocation of preferred ben- 
eficiary election at same time; 104(21.01) — Revocation of trust’s 
taxable capital gains designation at same time. See additional Re- 
lated provisions and Definitions at end of s. 110.6. 


History: Subsec. 110.6(25) added by 1995, c. 3, subsec. 32(12), 
applicable to 1994 et seq. 


-1.T. Technical News: No. 7 (principal residence and the capital 


gains election). 


(26) Late election — Where an election made 
under subsection (19) is filed with the Minister after 
the day (referred to in this subsection and subsec- 
tions (27) and (29) as the “election filing date’) on or 
before which the election is required by subsection 
(24) to have been filed and on or before the day that 
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is 2 years after the election filing date, the election 
shall be deemed for the purposes of this section 
(other than subsection (29)) to have been filed on the 
election filing date if an estimate of the penalty in 
respect of the election is paid by the elector when the 
election is filed with the Minister. 

Related Provisions: 104(14.01) —Late preferred beneficiary 
election filed at same time; 104(21.01) — Late filing of trust’s taxa- 
ble capital gains designation at same time; 110.6(29) — Amount of 
penalty. See additional Related provisions and Definitions at end of 
s. 110.6. 

History: Subsec. 110.6(26) added by 1995, c. 3, subsec. 32(12), 
applicable to 1994 et seq. 


(27) Amended election — Subject to subsection 
(28), an election under subsection (19) in respect of a 
property or a business is deemed to be amended and 
the election, as amended, is deemed for the purpose 
of this section (other than subsection (29)) to have 
been filed on the election filing date if 


(a) an amended election in prescribed form in re- 
spect of the property or the business is filed with 
the Minister before 1998; and 


(b) an estimate of the penalty, if any, in respect of 

the amended election is paid by the elector when 

the amended election is filed with the Minister. 
Related Provisions: 104(14.01) — Amended preferred. benefici- 
ary election filed at same time; 104(21.01) — Amendment of trust’s 
taxable capital gains designation at same time; 110.6(26) — Elec- 
tion filing date; 110.6(29) — Amount of penalty: See additional Re- 
lated provisions and Definitions at end of s. 110.6. 


History: The opening words. of subsec. 110.6(27) amended by 
1998, c. 19, subsec. 130(3), applicable to 1994.et seg. The opening 
words formerly read: 
(27) Amended election — Subject to subsection (28), an 
election made under subsection (19) in respect of-a property 
or a business shall be deemed to be amended and the election, 
as amended, shall be deemed to have been filed on the elec- 
tion filing date if 


Subsec. 110.6(27) added by 1995,.c. 3; subsec. 32(12), applicable to 
1994 et seq. 


(28) Election that cannot be revoked or 
amended — An election under subsection (19) 
cannot be revoked or amended where the amount 
designated in the election exceeds 11/10 of 


(a) if the election is in respect of a property other 
than an interest in a partnership, the fair market 
value of the property at the end of February 22, 
1994; 


(b) if the election is in respect of an interest in a 
partnership, the greater of $1 and the fair market 
value of the property at the end of February 22, 
1994; and 


(c) if the election is in respect of a business, the 
greater of $1 and the fair market value at the end 
of February 22, 1994 of all the eligible capital 
property owned at that time by the elector in re- 
spect of the business. | 


Related Provisions: 1409), © '110.6(19)(a)Gi)(C)D, 
110.6(22)(a)B — Further effects of excessive election; 40(3)(a) — 
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Partnership interest can have negative adjusted cost base. See addi- 
tional Related provisions and Definitions at end of s. 110.6. 
History: Subsec. 110.6(28) amended by 1998, c. 19, subsec. 
130(4), applicable to 1994 et seq. Subsec. 110.6(28) formerly read: 
(28) Election that cannot be revoked or amended — An 
election made under subsection (19) cannot be revoked. or 
amended where the amount designated in the election ex- 
ceeds '/io of 
(a) if the election is in respect of a property, the fair mar- 
ket value of the property at the end of February 22, 1994; 
and 
(b) if the election is in respect of a business, the fair mar- 
ket value at the end of February 22, 1994 of all the eligi- 
ble capital property owned at that time by the elector in 
respect of the business. 
Subsec. 110.6(28) added by 1995, c. 3, subsec. 32(12), applicable to 
1994 et seq. 


(29) Amount of penalty — The penalty in respect 
of an election to which subsection (26) or (27) ap- 
plies is the amount determined by the formula 
AXB 
300 


where 


A is the number of months each of which is a month 
all or part of which is during the period that be- - 
gins the day after the election filing date and ends 

the day the election or amended election is filed 
with the Minister; and 


B is the total of all amounts each of which is the 
taxable capital gain of the elector or a spouse of 
the elector that: results from the application of 
subsection (19) to the property or the business in 
respect of which the election is made less, where 
subsection (27) applies to the election, the total of 
all amounts each of which would, if the Act were 
read without reference to subsections (20) and 
(27), be the taxable capital gain of the elector or a 
spouse of the elector that resulted from the appli- 
cation of subsection (19) to the property or the 
business. 

Related Provisions: 110.6(26)—Election filing date; 

220(3.1) — Waiver of penalty by Revenue Canada; 252(4)(a) — 

Extended meaning of “spouse”. See additional Related provisions 

and Definitions at end of s. 110.6. 


History: Subsec. 110.6(29) added by 1995, c. 3, subsec. 32(12), 
applicable to 1994 et seq. 


(30) Unpaid balance of penalty — The Minister 
shall, with all due dispatch, examine each election to 
which subsection (26) or (27) applies,’ assess the 
penalty payable and send a notice of assessment to 
the elector who made the election, and the elector 
shall pay forthwith to the Receiver General the 
amount, if any, by which the penalty so assessed ex- 
ceeds the total of all amounts previously paid on ac- 
count of that penalty. 

History: Subsec. 110.6(30) added by 1995, c. 3, subsec. 32(12), 
applicable to 1994 et seq. 


Related Provisions [s. 110.6]: 14(1)(a)(v) — Excess exceeding 
eligible capital amount deemed to be taxable capital gain; 39(9) — 
Reduction of business investment loss; 39(11)— Bad debt recov- 
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ery; 39(13) — Repayment of assistance; 40(3) — Deemed gain 
when adjusted cost base adjusted below nil; 42 — Deemed loss on 
warranty; 70(2) — Rollovers on death; 98(1)(c) — Disposition of 
partnership property; 111(8)“non-capital loss” A:E — Carryforward 
of exemption deduction as non-capital loss; 111(8)“pre-1986 capital 
loss balance”C, D, E— Balance reduced by exemption claims; 
111.1 — Order of applying provisions; 131(1)(b) — Election re 
capital gains dividend. 


Pre-RSC History [s. 110.6]: S. 110.6 added by 1986, c. 6, s. 58, 
generally applicable to 1985 et seg. (Exceptions are noted after the 
relevant subsec.) : 


Definitions [s. 110.6]: “active business” — 248(1); “adjusted 
cost base” — 54, 248(1); “allowable business investment loss” — 
38(c), 248(1); “amount” — 248(1); “annual gains limit” — 
110.6(1); “assessment” — 248(1); “borrowed money”, “busi- 
ness” — 248(1); “calendar year” — Interpretation Act 37(1)(a); 
“Canada” — 255; “Canadian-controlled private corporation” 
125(7), 248(1); “capital gain” — 39(1)(a), 248(1); “capital inter- 
est’ — in a trust 108(1), 248(1); “capital loss” — 39(1)(b), 248(1); 
“capital property” — 54, 248(1); “carrying on business” — 253; 
“child” — 70(10), 110.6(1),°252(1); “class of shares” — 248(6); 
“common share” — 248(1); “corporation” — 248(1), Interpretation 
Act 35(1); “credit union” — 137(6), 248(1); “cumulative gains 
limit”, “cumulative net investment loss” — 110.6(1); “deferred 
profit sharing plan” — 147(1), 248(1); “dividend” — 248(1); “elec- 
tion filing date” — 110.6(26); “elector” — 110.6(19); “eligible cap- 
ital property” — 54, 248(1); “eligible real property gain’, “eligible 
real property loss” — 110.6(1); “employee”, “farming” — 248(1); 
“filing-due date” — 150(1), 248(1); “fiscal period” — 249(2)(b), 
249.1; “gross revenue” — 248(1); “identical” — 248(12); “income- 
averaging annuity contract” — 61(4), 248(1); “individual” — 
248(1); “interest in a family farm partnership” — 110.6(1); “invest- 


ment corporation” — 130(3)(a), 248(1); “investment expense’, “‘in- 
vestment income” — 110.6(1); “Minister” — 248(1); “mortgage in- 
vestment corporation” — 130.1(6), 248(1); “mutual fund 


corporation” — 131(8), 248(1); “net capital loss” — 111(8), 248(1); 
“net income stabilization account” — 110.6(1.1), 248(1); “non- 
qualifying real property” — 110.6(1), 248(1); “parent” — 252(2); 
“person” — 248(1); “personal trust’ — 110.6(16), 248(1); “pre- 


scribed”, “property” — 248(1); “qualified farm property”, “quali- 
fied small business corporation share”. — 110.6(1); “registered char- 
ity”, “registered pension plan” — 248(1); “registered retirement 


savings plan” — 146(1), 248(1); “related” — 110.6(14)(c)-(e), 
251(2); “related segregated fund trust” — 138.1(1)(a); “resident in 
Canada” — 110.6(5), 250; “series of transactions” — 248(10); 
“share” — 248(1); “share of the capital stock of a family farm cor- 
poration” — 110.6(1);. “small. business. - corporation” — 
110.6(14)(b), 248(1); “specified member” — 248(1); “spouse” — 
252(4)(a); “stock dividend” — 248(1); “substituted property” — 
248(5); “taxable capital gain” — 38(a), 248(1); “taxable income” — 
2(2), 248(1); “taxation year” — 249; “taxpayer” — 248(1); “testa- 
mentary trust” — 108(1), 248(1); “trust” — 104(1), 248(1), (3); 
“writing” — Interpretation Act 35(1). 


Interpretation Bulletins [s. 110.6]: IT-120R4: Principal resi- 
dence; IT-123R6: Transactions involving eligible capital property; 
IT-236R3: Reserves — disposition of capital property; IT-242R: 
Retired partners; IT-268R3: Inter vivos transfer of farm property to 
child; IT-268R4: Inter vivos transfer of farm property to child; IT- 
278R2: Death of a partner or of a retired partner; IT-281R2: Elec- 
tions on single payments from a deferred profit-sharing plan; IT- 
330R: Dispositions of capital property subject to warranty, cove- 
nant, etc.; IT-369R: Attribution of trust income to settlor; IT-381R3: 
Trusts — capital gains and losses and the flow-through of taxable 
capital gains to beneficiaries; IT-395R: Foreign tax credit — for- 
eign-source capital gains and losses; IT-442R: Bad debts and 
reserves for doubtful debts; IT-451R: Deemed disposition and ac- 
quisition on ceasing to be or becoming resident in Canada; IT- 
504R2: Visual artists and writers. 


Forms [s. 110.6]: T1 Sched. 3: Capital gains (or losses); T3 
Sched. 3: Calculation of a trust’s eligible taxable capital gains; 


S. 110.7(1)(b)@) 


T657: Calculation of capital gains deduction (if disposed of farm 
property or small business shares); T657A: Calculation of capital 
gains deduction on other property; T936: Calculation of cumulative 
net investment loss; T1161: List of properties by an emigrant of 
Canada (Draft). 


110.7. (1) Residing in prescribed zone 
[northern Canada deduction] — Where, 
throughout a period (in this section referred to as the 
“qualifying period”) of not less than 6 consecutive 
months beginning or ending in a taxation year, a tax- 
payer who is an individual has resided in one or 
more particular areas each of which is a prescribed 
northern zone or prescribed intermediate zone for the 
year and files for the year a claim in prescribed form, 
there may be deducted in computing the taxpayer’s 
taxable income for the year 


(a) the total of all amounts each of which is the 
product obtained by multiplying the specified 
percentage for a particular area for the year in 
which the taxpayer so resided by an amount re- 
ceived, or the value of a benefit received or en- 
joyed, in the year by the taxpayer in respect of 
the taxpayer’s employment in the particular area 
by a person with whom the taxpayer was dealing 
at arm’s length in respect of travel expenses in- 
curred by the taxpayer or another individual who 
was a member of the taxpayer’s household during 
the part of the year in which the taxpayer resided 
in. the particular area, to the extent that 


(i) the amount received or the value of the 
benefit, as the case may be, 


(A) does not exceed a prescribed amount 
in respect of the taxpayer for the period in 
the year in which the taxpayer resided in 
the particular area, 


(B) is included and is not otherwise de- 
ducted in computing the taxpayer’s income 
for the year or any other taxation year, and 


(C) is not included in determining an 


amount deducted under _ subsection 
118.2(1) for the year or any other taxation 
year, 


(ii) the travel expenses were incurred in re- 
spect of trips made in the year by the taxpayer 
or another individual who was a member of 
the taxpayer’s household during the part of 
the year in which the taxpayer resided in the 
particular area, and 


(iii) neither the taxpayer nor a member of the 
taxpayer’s household is at any time entitled to 
a reimbursement or any form of assistance 
(other than a reimbursement or assistance in- 
cluded in computing the income of the tax- 
payer or the member) in respect of travel ex- 
penses to which subparagraph (11) applies; and 


(b) the lesser of 


(i) 20% of the taxpayer’s income for the year, 
and 
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(ii) the total of all amounts each of which is 
the product obtained by multiplying the speci- 
fied percentage for a particular area for the 
year in which the taxpayer so resided by the 
total of 


(A) $7.50 multiplied by the number of 
days in the year included in the qualifying 
period in which the taxpayer resided in the 
particular area, and 


(B). $7.50 multiplied by the number of 
days in the year included in that portion of 
the qualifying period throughout which the 


_ taxpayer maintained.and resided in a self-. 


contained domestic establishment in the 
particular area (except any day included in 
computing a deduction claimed under this 
paragraph by another person who resided 
on that day in the establishment). 


Interpretation Bulletins: IT-91R4: Employment at special work 
sites or remote work locations. 


(2) Specified percentage — For the purpose of 
subsection (1), the specified percentage for a particu- 
lar area for a taxation year is 


__ (a) where the area is a prescribed northern zone 
_ for the year, 100%; and 


(b) where the area is a prescribed intermediate 
zone for the year, 50%. 


Interpretation Bulletins: IT-91R4: Employment at special work 
sites or remote work locations. 


(3) Restriction — The total determined under para- 
graph (1)(a) for a taxpayer in respect, of travel ex- 
penses incurred in a taxation year in. respect of an 
individual shall not be in respect of more than 2 trips 
made by the individual in the year, other than trips to 
obtain medical services that are not available in the 
locality in which the taxpayer resided. 


(4) ldem — The amount determined under subpara- 
graph (1)(b)(i) for a particular area for a taxpayer 
for a taxation year shall not exceed the amount by 
which the. amount otherwise determined under that 
subparagraph for that particular area. for the year ex- 
ceeds. the value of, or an allowance in respect of ex- 
penses incurred by the taxpayer for; the taxpayer’s 
board and lodging in the particular area that 


(a) would, but for subparagraph 6(6)(a)(), be in- 
cluded in computing the taxpayer’s income for 
the year; and 


(b) can reasonably be considered to be attributa- 
ble to, that portion of the qualifying period that is 
in the year and during which the taxpayer main- 
tained a self-contained domestic establishment as 
the taxpayer’s principal place of residence in an 
area other than a prescribed northern zone or a 
prescribed intermediate zone for the year. 
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Interpretation Bulletins: IT-91R4: Employment at suecial work 
sites or remote. work locations. 


(5) idem — Where on any day an individual resides 
in more than one particular area referred to in sub-- 
section (1), for the purpose of that subsection, the in- 
dividual shall be deemed to reside in only one such 
area on that day. » 


Related Provisions [s. 110.7]: 6(6) — Employment at special 
work site or remote: area — non-taxable benefits; 111.1 — Order of 
applying provisions. 


History [s. 110.7]: Subpara. 110.7(1)(a)(iii) added by 1994, ¢..7, 
Sch. VII (1993, c. 24), s. 48, applicable to 1992 et seq. 


S. 110.7 substituted by 1994, c. 7, Sch. II (1991, c. 49), s. 82, appli- 
cable to 1988 et seg. except that 


(a) for the 1988 to 1990 taxation years, 
(i) para. 110.7(1)(b) shall be read as follows: 


(b) subject to subsections (4) and (6), the total of all 
amounts each of which is the product obtained by 
multiplying the specified percentage for a particular 
area for the year in which the anaes so et by 
the lesser of 


(i) 20% of the taxpayer’s income for the year, 
and 


(ii) the total of 


(A) $450 multiplied by the quotient obtained 

when the number of. days in the year in- 

cluded in that portion of the qualifying pe- 

riod throughout which the taxpayer main- 

tained and resided in. a. self-contained 

domestic establishment in the particular area 
(except any day included in computing ade- 

duction claimed under this paragraph by an-. 
other person who resided on that day in the 

establishment) is divided by 30, and 


(B) $225 multiplied by the amount, if anys 
by which 


(I) the quotient obtained when the num- — 
ber of days in the year included in the 
qualifying period in which the taxpayer 
resided in the particular area is divided 
by 30 
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exceeds 


(II) the quotient. determined under 
clause (A), 


(ii) the section shall be read as including the following 
subsections: 


(6) Subject to subsection (7), where a quotient deter- 
mined under paragraph (1)(b) is not a whole number, 
it shall be rounded to the nearest wholé number or, 
where it is equidistant from 2 such consecutive 
whole numbers, it shall be rounded to the higher 
thereof. 


(7) Where, in a taxation year, a taxpayer resided in 
more than one particular area each of which is an 
area referred to in subsection (2) for the year; for the 
purpose of computing the amount deductible under 
subsection (1) in computing the taxpayer’s taxable 


income for the year, the total of all amounts each of © 


which is a quotient determined under paragraph 
(1)(b) in respect of any such area for the’ year shall 
not exceed the total of such amounts that would have 
been obtained for the year if the taxpayer had resided 
in only one such area throughout the portion of the 
qualifying period included in the year, 


(8) Where 2 or more taxpayers not dealing with each 
other at arm’s length resided in the same self-con- 
tained domestic establishment for periods in a taxa- 
tion year, for the purpose of computing the amounts 


deductible under subsection (1) in computing the tax-- 


able incomes of those taxpayers for the year, the total 
of all quotients determined for the year under clause 
(1)(b)(ii)(A) in respect of the establishment shall not 


exceed the amount that would be the quotient deter- 


mined under that clause in respect of the establish- 


ment for the year if the establishment had been main- ~ 


tained by only one such taxpayer for the total of 
those periods; 


(iii) paragraph 110.7(4)(b) shall be read as follows: 


(b) can reasonably be considered to be attributable to 
that portion of the qualifying period that is in the 
year and during which the taxpayer maintained a 
self-contained domestic establishment as the tax- 
payer’s principal place of residence in an area other 
than a prescribed area, prescribed northern. zone or 
prescribed intermediate zone for the year. 


S. 110.7 formerly read: 


110.7 (1) Residing, in prescribed area — In computing the 
taxable income for a taxation year of an individual who, 
throughout a period of not less than 6 months commencing or 


- ending in the year, resided in an area that was a prescribed 


area for the year or for one of the 2 preceding taxation years 
and who files a claim in prescribed form with the individual’s 
return of income for the id porcini to section 150, there 
may be deducted 


(a) where the area was a prescribed area for the year, 
100%, 


(b) where the area was not a prescribed area for the year 
but was a prescribed area for the immediately preceding 
taxation year, 3, and 


(c) where the area was not a prescribed area for the year 
or the immediately preceding taxation year but was a pre- , 
scribed area for the second preceding taxation year, 1/3 


of such of the following amounts as are applicable: 


(d) an amount received, or the value of a benefit received 
or enjoyed,.in the year by the individual in respect of the 
individual’s employment in the area by a person with 
whom the individual was dealing at arm’s. length in re- 
spect of travel expenses incurred by the individual, to the 
extent that 


(i) the amount received or the value of the benefit, as 
the case may be, 


(b) for the 1988 to 1994 taxation years, Y (A) does not exceed a prescribed amount, 

(B) is included and is not otherwise deducted in 
computing the individual’s income for the year, 
and 


‘ (1) that portion of subsec, 110.7(1) preceding para. (a) shall 
be read as follows: 


110.7 (1) Where, throughout a period (in this section 
referred to as the “qualifying period”) of not less 
than 6 consecutive months beginning or ending in a 
taxation year, a taxpayer who-is an individual has re- 
sided in one or more particular areas each of which is 
a prescribed area for the year or for one of the 2 pre- 
ceding taxation years or a prescribed northern zone 
or prescribed intermediate zone for the year, and the 
taxpayer files for the year a claim in prescribed form, 
there may be deducted in computing the taxpayer’s 
taxable income for the year, 


(ii) subsection 110.7(2) shall be read as follows: 


(2) For the purpose of subsection (1), the specified 
percentage for a particular area for a taxation year is 


(a) where the area is a prescribed area for the 
year or a prescribed northern zone for the year, 
100%; 


(b) except as otherwise provided in paragraph 
(a), where the area was a prescribed area for the 
immediately preceding taxation year, 667/3%; 


(c) except as otherwise provided in paragraph (a) 
or (b), where the area is a prescribed intermedi- 
ate zone for the year, 50%; and 


(d) except as otherwise provided in paragraph 
(a), (b) or (c), where the area was a prescribed 
area for the second preceding taxation year, 
333%, 
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(C) is not included in determining an amount de- 
ducted under subsection 118.2(1) for the year or 
any other taxation year, and 


(ii) the travel expenses were incurred in connection 
with 


(A) a trip made in the year for the purpose of 
obtaining medical services not available in the 
locality in which the individual resided, or 


(B) not more than two trips made in the year for 

-a purpose other than to obtain medical services 
not available in the locality in which the individ- 
ual resided; and 


(e) subject to subsection (2), the lesser of. 
(i) 20% of the individual’s income for the year, and 
(ii) the total of 


(A) $450 multiplied by the quotient obtained 
when the number of days in the year included in 
that portion of the period throughout which the 
individual maintained and resided in a self-con- 
tained domestic establishment (except any day 
included in computing-a deduction claimed 
under this paragraph by another person who re- 
sided on that day in the establishment) is. divided 
by 30, and 


(B) $225 multiplied by the amount, if any, by 
which 


S. 110.7 


(1) the quotient obtained when the number of 
days in the year included in the period is di- 
vided by 30 


exceeds 


(I1) the quotient determined under clause 
(A). 
(2) Restriction — The amount deductible under paragraph 
(1)(e) shall not exceed the amount by which the total deter- 
mined under that paragraph exceeds the value of, or an allow- 
ance in respect of expenses incurred by the individual re- 
ferred to in subsection (1) for, the individual’s board and 
lodging 
(a) that would, but for subparagraph 6(6)(a)(i), be in- 
cluded in computing his income for the year, and 
(b) that.can reasonably be considered to be attributable to 
that portion of the period referred to. in subsection (1) 
during which the individual maintained a self-contained 
domestic establishment as the individual’s principal place 
of residence in an area other than a prescribed area. 


(3) Whole number — For the purposes of subparagraph 
(1)(e)(i), where a quotient is not a whole number, it shall be 
rounded to the nearest whole number or where it is equidis- 
tant from two consecutive whole numbers, it shall be rounded 
to the higher thereof. 
Pre-RSC History: Cl. 110.7(1)(d)(i)(C) amended by 1988, c. 55, 
s. 82, to substitute “in determining” for “in computing” and “sub- 
section 118.2(1)” for “paragraph 110(1)(c)’, applicable to 1988 et 
seq... 
S. 110.7 added: by 1986, c. 55; subsec. 33(1), applicable to 1987 et 
Seq. 
Definitions [s. 110.7]: “amount” — 248(1); “arm’s length” — 
251(1); “employment”, “individual”, “person”, “prescribed” — 
248(1); “qualifying period” — 110.7(1); “self-contained domestic 
establishment” — 248(1); “specified percentage’ — 110.7(2); “tax- 
able income” — 2(2), 248(1); “taxation year” — 249. 
Regulations [s. 110.7]: 7303.1 (prescribed northern zone, pre- 
scribed intermediate zone). 


Forms [s. 110.7]: T2222: Northern residents deductions. 


111. (1) Losses deductible — For the purpose of 
computing the taxable income of a taxpayer for a 
taxation year, there may be deducted such portion as 
the taxpayer may claim of the taxpayer’s 


(a) non-capital losses — non-capital losses 
for the 7 taxation years immediately preceding 
and the 3 taxation years immediately following 
the year; 


Related Provisions: 88(1.1) — Windup — non-capital losses of 
subsidiary; 88(1.3) — Windup — rules relating to computation of 
income and tax of parent; 111(7.2) — Non-capital loss of life in- 
surer;, 127.52(1)()G) — Limitation on deduction for minimum tax 
purposes; 186(1)(d)G) — Application of non-capital loss to Part IV 
tax. See additional Related provisions at end of subsec. 111(1) and 
s. 111. 


Selected Cases [para. 111(1)(a)]: Duha Printers v. Canada, 
[1995] 1-C.T.C. 2481 (TCC) (No sham involved in loss utilization 
scheme); Allcann Wood Suppliers Inc. v. Canada, [1994] 2 C.T.C. 
2079 (TCC) (Challenge of Minister’s calculation of taxable income 
can, bring other years into play if losses in such years affect taxable 
income in year under appeal); The Queen v. Merali, [1988] 1 C.T.C. 
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320 (FCA) (Rental losses incurred by non-resident electing to be 
taxed as resident carried forward and deducted from subsequent in- 
come earned ‘as resident); Oceanspan Carriers Ltd. v. The Queen, 
[1987] 1 C.T.C. 210 (FCA) (Losses incurred by corporation before 
becoming resident not deductible); AJM Steel Ltd. v. MNR, [1969] 
C.T.C. 479 (Exch) (Accumulated losses deductible for previously 
inactive subsidiary to which business transferred; subsidiary not di- 
vision of parent); MNR v. Wahn, [1969] C.T.C. 61 (SCC) (Partner- 
ship losses must be deducted from other income sources before 
carry back provisions available). 


Interpretation Bulletins: IT-393R2: Election re tax on rents and 
timber royalties — non-residents; IT-484R2: Business investment 
losses. See also list at end of s. 111. 

Information Circulars: 88-2, para. 8: General anti-avoidance 
rule — section 245 of the Income Tax Act. 

1.T. Technical News: No. 3 (loss utilization within a corporate 
group). 

Advance Tax Ruling: ATR-44: Utilization of deductions and 
credits within a related corporate group. 


Forms: T3A: Request for loss carry-back by a trust. 
(b) net capital losses — net capital losses for 


taxation years preceding and the three taxation 
years immediately following the year; 


Related Provisions: 88(1.2) — Wind-up — net capital losses of 
subsidiary; 88(1.3),— Wind-up — rules relating to computation of 
income and, tax of parent;.104(21)(a) —Trusts — portion of taxable 
capital gains deemed gain of beneficiary; 110.6(1) — “annual gains 
limit”; 111(4.1) — Net capital losses; 111(2) — Net capital losses 
where taxpayer dies; 126(2.1) — Foreign tax credit Amount de- 
termined for purpose of paragraph (2)(b); 127.52(1)(i)@) — Limita- 
tion on deduction for minimum tax purposes; 129(3) — Refundable 
dividend tax on hand. See additional Related provisions and Defini- 
tions at end of subsec. 111(1) and s. 111. 


Selected Cases [para. 111(1)(b)]: Placements Bourget Inc. v. 
The Queen, [1988] 2.C.T.C. 8 (FCTD) (Capital losses not deducti- 
ble from income from disposition of shares held by. trader). 


Interpretation Bulletins: IT-98R2: Investment corporations; IT- 
243R4: Dividend refund to private corporations; IT-395R: Foreign 
tax credit — foreign-source capital gains and losses; IT-484R2: 
Business investment losses. See also list at end of s. 111. 


Forms: T3A: Request for loss carry-back by a trust; T2088: Capi- 
tal dispositions supplementary schedules — net listed-personal- 
property losses — unapplied; net capital losses — unapplied. 


(c) restricted farm losses — restricted farm 
losses for the 10 taxation years immediately pre- 
ceding and the 3 taxation years immediately fol- 
lowing the year, but no amount is deductible for 
the year in respect of restricted farm losses except 
to the extent of the taxpayer’s incomes for the 
year from all farming businesses carried on by 
the taxpayer; 
Related Provisions: 31 — Loss from farming where chief source 
of income not from. farming; 53(1)(4) — Addition to adjusted cost 
base. of farmland; 88(1.3) — Winding-up — computation of income 
and tax payable by parent; 101 — Loss carryforward claimed on 
disposition of farmland by partnership; 127.52(1)(i)G) — Limitation 
on deduction for minimum tax purposes. See additional Related 
provisions at end of subsec. 111(1) and s. 111. 


Interpretation Bulletins: See list at end of s. 111. 
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Forms: T3A: Request for loss carry-back by a trust. 


(d) farm losses — farm losses for the 10 taxa- 

tion years immediately preceding and the 3 taxa- 

tion years immediately following the year; and 
Related Provisions: 53(1)(i) — Addition to adjusted cost base of 
farmland; 101 — Claim of loss after disposition of, farmland by 
partnership; 127.52(1)(i)(i) — Limitation on deduction for mini- 
mum tax purposes. 


Forms: T3A: Request for loss carry-back by. a trust. 


(e) limited partnership losses — limited 
partnership losses in respect of a partnership for 
taxation years preceding the year, but no amount 
is deductible for the year in respect of a limited 
partnership loss except to the extent of the 
amount by which . 


(i) the taxpayer’s at-risk amount in respect of — 


the partnership (within the meaning assigned 

~ by subsection 96(2.2)) at the end of the last 
fiscal period of the partnership pois in the 
taxation year 


exceeds 
(i) the total of all amounts each of which is 
(A) the amount required by subsection 


127(8) in respect of the partnership to be © 


added in computing the investment tax 
credit of the taxpayer for the taxation year, 


(B) the taxpayer’s share of any losses of 
the partnership for that fiscal period from a 
business or property, or 


(C) the taxpayer’s share of 
(I) the foreign exploration and develop- 


ment expenses, if any, incurred by the | 


partnership in that fiscal period, 


(II) the Canadian exploration expense, 
if any, incurred by the partnership in 
that fiscal period, 


(I) the Canadian development ex- 
pense, if any, incurred by the partner- 
ship in that fiscal period, and 

(IV) the Canadian,.oil and gas property 
expense, if any, incurred by the partner- 
ship in that fiscal period. 


Related Provisions [para. 111(1)(e)]: 88(1.1) — Wind-up — 
non-capital losses of subsidiary; 96(2.1) — Determination of lim- 
ited partnership losses; 96(2.4) — Limited partner — extended defi- 
nition; 127.52(1)(i)G) — Limitation on deduction for minimum tax 
purposes. See additional Related provisions at end of subsec. 111(1) 
and s. 111. 


Related Provisions [subsec. 111(1)]: 111(3) — Limitations on 
deductibility; 111(4), (5) — Limitations where change of control; 
111(9) — Where taxpayer not resident in Canada; 152(6)(c) — 
Revenue Canada required to reassess earlier year to allow  car- 
ryback; 164(5); (5.1) — Effect of carryback of loss; 164(6) — Car- 
ryback of losses of estate to deceased’s year of death; 256(7) — 
Where control deemed not to have been acquired; 256(8) — Where 
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share deemed to have been acquired. See additional Related provi- 
sions and Definitions at end of s. 111. For other carryovers, see 
under “‘carryforward” in Topical Index. 


Pre-RSC History: Para. 111(1)(b) substituted by 1988, c. 55, 
subsec. 83(1), applicable with respect to computations of taxable in- 
comes for 1985 et seg. Para. 111(1)(b) formerly read: 


(b) net capital losses — his net capital losses for taxation 
years preceding and the three taxation years immediately fol- 
lowing the year, but no amount is deductible for the year in 
respect of net capital losses except to the extent of the aggre- 
gate of 


(i) the amount, if any, determined under paragraph 3(b) 
in respect of the taxpayer for the year, and 


(ii) where the taxpayer is an individual, the lesser of 
(A) $2,000, and 
(B) his pre-1986 capital loss. balance for the year; 


Para. 111(1)(e) added by 1986, c. 80 el os 34(1), applicable after 
February 25, 1986. 


Para. 111(1)(b) substituted by 1986, c. 6, subsec. 59(1), applicable 
for the purposes of computing taxable income for 1985 et seg. and 
for the purposes of determining the deductibility of losses for 1985 
et seq. in computing taxable income for the 1984 and preceding tax- 
ation years, except that for the 1985 taxation year, para. 111(1)(b) 
shall read as follows: 


(b) his net capital losses for taxation years preceding and the 
three taxation years immediately following the year, but no 
amount is deductible for the year in respect of net capital 
losses except to the extent of the aggregate of 


(i) the amount, if any, determined under paragraph 3(b) 
in respect of the taxpayer for the year, and 


(11) where the taxpayer is an individual, the amount, if 
any, by which the lesser of 


(A) $2,000, and 
(B) his pre-1986 capital loss balance for the year, 


exceeds the lesser of the amounts determined in respect of 
him for the year under subparagraphs 3(e)(i) and (ii); 


Para. 111(1)(b) formerly. read: 


(b) net capital losses — his net capital losses for taxation 

years preceding and the 3 taxation years immediately follow- 
ing the year, but no amount is deductible for the year in re- 
spect of net capital losses except to the extent of the aggre- 
gate of the amount, if any, determined under paragraph 3(b) 
in. respect of the taxpayer for the year and, where the taxpayer 
is an individual, the amount, if any, by which $2,000 exceeds 
the amount determined in respect of him for the year under 
subparagraph 3(e)(1); 


Subsec. 111(1) substituted by 1984, c. 1, subsec. .54(1), applicable 
with respect to 


(a) the computation of taxable income for 1983 ef seg., except 
that 


(i) farm losses shall be determined only for 1983 ef seq., 
and 


(ii) in the application of paragraphs 111(1)(a) and (c) to 
non-capital losses and restricted farm losses determined for 
1982 and preceding taxation years, the references therein to 
‘7 taxation years” and “10 taxation years” shall be read as 
references to “S.taxation years”; and 
(b) a taxpayer’s non-capital losses, restricted farm losses and 
farm losses determined for 1983 et seg. and his net capital 
losses for 1984 et seg. except that 
(i) in the application of paragraphs 111(1)(a), (c) and (d) to 
non-capital losses, restricted farm losses and farm losses 
determined for 1983, the references therein to “3 taxation 
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years” shall be read as references to “2 taxation years” 
where, in 1983, the taxpayer is not 


(A) an individual (other than a trust), or 


(B) a corporation that is entitled to deduct an amount 
under section 125 in computing its tax payable for that 
year or that would be so entitled if it had sufficient in- 
come for the year from carrying on-an active business 
in Canada-and the carry-back period for such losses 
were the 3 years preceding 1983, and ; 


(ii) in the application of paragraph 111(1)(b) to net capital 
losses determined for 1984 the reference therein to “3 taxa- 
tion years” ‘shall be read as a reference to ‘2 taxation 
years”. * 


Subsec. 111¢1) formerly read: 


111. (1) Losses deductible — For the purpose of computing 
the taxable income of a taxpayer for a taxation year, there 
may be deducted from the income for the year such of the 
following amounts as are applicable: 


(a) non-capital losses — non-capital losses for the 5 
taxation years immediately preceding and the taxation 
year immediately following the, taxation year, but no 
amount is deductible in respect of non-capital losses, from 
the income of any year except to the extent of the tax- 
payer’s income for the year minus any amount deductible 
under subsection 138(6) and all deductions permitted by 
the provisions of this Division other than this paragraph, 
paragraph (b) or section 109; 


(b) net capital losses — net capital. losses. for taxation 
years preceding and the taxation year immediately fol- 
lowing the taxation year, but no amount is deductible in 
respect of net capital losses from the income of any year 
except to the extent of the lesser. of 


(i) the amount, if any, by which the taxpayer’s in- 
come for the year exceeds the aggregate of all 
amounts each of which is a deduction permitted by 
subsection 138(6) or by the provisions of this Divi- 
sion, other than this paragraph or section 109, and 


(ii) the aggregate of the amount, if any, determined 
under paragraph 3(b) in respect of the taxpayer for 
the year and, where the taxpayer is an individual, the 
amount, if any, by which $2,000 exceeds the amount 
determined in respect of him for the. year under sub- 
paragraph 3(e)(i); and 


(c) restricted farm losses — restricted farm losses of 
the taxpayer for the 5 taxation years immediately preced- 
ing and the taxation year immediately following the taxa- 
tion year, but no amount is deductible in respect of a re- 
stricted farm loss from the income for any year except to 
the extent of the lesser of 


(i) the taxpayer’s income for the year minus all de- 
ductions permitted by the provisions of this Division 
other than this subsection or section 109, and 


(11) his incomes for the year from all farming busi- 
nesses carried on by him. 


Subpara. 111(1)(b)(@) substituted by 1980-81-82-83, c. 48, s. 60, ap- 
plicable to 1972 et:seq. . 


Para. 111(1)(a), subpara. 111(1)(b)(@i) substituted by 1977-78, c. 1, 
subsees. 54(1), (2), applicable, as to para. 111(1)(a), to 1972 et seq. 
and, as to subpara. 111(1)(b)(1), to 1977 et seq., to substitute 
“$2,000” for “$1,000”. 


Interpretation Bulletins [subsec. 111(1)]: IT-151R4: Scien- 
tific research and experimental development expenditures; IT- 
232R3: Losses — their deductibility in the loss year or in other 
years; IT-262R2: Losses of non-residents and part-year residents; 
IT-302R3: Losses of a corporation — the effect that acquisitions of 
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control, amalgamations, and’ windings-up have on their deductibil- 
ity — after January 15, 1987. See also list at end of s. 111. 


Forms [subsec. 111(1)]: T1A: Request for loss carryback; T2A: 
Request. for corporation loss carryback;. T3A: Request for loss 
carry-back by a trust. ; 


(1.1) Net capital losses — Notwithstanding para- 
graph (1)(b), the amount that may be deducted under 
that paragraph in computing a taxpayer’s taxable in- 
come for a particular taxation year is the total of 


(a) the lesser of 


_ (i) the amount, if any, determined under para- 
graph 3(b) in respect of the taxpayer for the 
particular year, and 


(11) the total of all amounts each of whichis an 
amount determined by the formula 


B 
AiXack 
C 


where 


A is the amount claimed under paragraph 
(1)(b) for the particular. year by the tax- 
payer in respect of a net capital loss for a 

_ taxation year (in this paragraph referred to 
as the “loss year’), 


Bis the fraction that would be used for the 
particular year under section 38 in respect 
of the taxpayer if the taxpayer had a capital 
loss for the particular year, and 


C is the fraction required to be used under 
section 38 in respect of the ueipayes for the 
loss year; and 


(b) where the taxpayer is.an individual, the least 
of 


(i) $2,000, 


(ii) the taxpayer’s pre-1986 capital loss bal- 
ance for the particular year, and — 


(iii) the amount, if any, by which 


(A) the amount claimed under paragraph 
(1)(b) in respect of the taxpayer’s net capi- 
tal losses for the particular year 


exceeds 


(B) the total of the amounts in respect of 
the taxpayer’s net capital losses that, using 
the formula in subparagraph (a)(ii), would 
be required to be claimed under paragraph 
(1)(b) for the particular year to produce.the 
amount determined under paragraph (a) for 
the particular year. 


Related Provisions: 111(2) — Year of death. See additional Re- 
lated provisions and Definitions at end of s. 111. 


History: Subsec. 111(1.1) substituted by 1994, c. 7, Sch. If (1991, 
c. 49), subsec. 83(1), applicable to the computation of taxable in- 
come for 1985 et seg. Subsec. 111(1.1) formerly read: 


(1.1):Net capital losses — Notwithstanding paragraph 
(1)(b), where a taxpayer has claimed an amount under that 
paragraph for a particular taxation year in respect of the tax- 
payer’s net capital losses, the amount that may be deducted 
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under that paragraph in respect of those losses for that year is 
the lesser of 


(a) the total of 


(1) the amount, if any, determined under paragraph 
3(b) in respect of the taxpayer for the particular year, 
and 


(ii) where the taxpayer is an individual, the lesser of 
(A) $2,000, and 


(B) the taxpayer’s pre-1986 capital loss balance 
for the particular year; and 


(b) the total of all amounts each:of which is an amount 
determined by the formula 


B 
a= 
Gs 


where 


A is the amount of a net capital loss for a taxation year 
(in this paragraph referred to as a “loss year’) 
claimed under. paragraph (1)(b), 


B © is the fraction that would be used for the particular 
year under section 38 in respect of the taxpayer if the 
taxpayer had a capital loss for that year, and 


C _ is the fraction required to be used under section 38 in 
respect of the taxpayer for the loss year. 


Pre-RSC History: Subsec. 111(1.1) added by 1988, c. 55, subsec. 
83(2), applicable with respect to computations of taxable incomes 
for 1985 et seq. 


interpretation Bulletins: IT-232R3: Losses — their deductibility 
in the loss year or in other years; IT-262R2: Losses of non-residents 
and part-year residents. See also list at end of s. 111. 


Forms: T2088: Capital dispositions supplementary schedules — 
net listed-personal-property losses —unapplied; net capital 
losses — unapplied. 


(2) Year of death — Where a taxpayer dies in a 
taxation year, for the purpose of computing the tax- 
payer’s taxable income for that year and the immedi- 
ately preceding taxation year, the following rules ap- 
ply: 

(a) paragraph (1)(b) shall be read-as follows: 


“(b) the taxpayer’s net capital losses for all 
taxation years not claimed for the purpose of 
computing the taxpayer’s taxable income for 
any other taxation year;”; and 


(b) paragraph (1.1)(b) shall be read as follows: 
“(b) the amount, if any, by which 


(i) the amount claimed under paragraph 
(1)(b) in respect of the taxpayer’s net 
capital losses for the particular year 


exceeds the total of 


(ii) all amounts in respect of the tax- 
payer’s net capital losses that, using the 
formula in subparagraph (a)(ii), would be 
required to be claimed under paragraph 
(1)(b) for the particular year to produce 
the amount determined under paragraph 
(a) for the particular year, and 


(iii) all amounts each of which is an 
amount deducted under section 110.6 in 


S. 111(2) 


computing the taxpayer’s taxable income 
for a taxation year, except to the extent 
that, where the particular year is the year 
in which the taxpayer died, the amount, 
if any, by which the amount determined 
under subparagraph (i) in respect of the 
taxpayer for the immediately preceding 
taxation year exceeds the amount so de- 
termined under subparagraph (ii).” 


History: Subsec. 111(2) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 83(1), applicable to the computation of taxable income 
for 1985 et seg. Subsec. 111(2) formerly read: 


(2) Year of death — Where a taxpayer dies in a taxation 
year, for the purposes of computing the taxpayer’s taxable in- 
come for that year and the immediately preceding taxation 
year, subsection (1.1) shall be read as follows: 


“(1.1) Notwithstanding paragraph (1)(b), where a tax- 
payer has claimed an amount under that paragraph for 
a particular year in respect of the taxpayer’s net capital 
losses, the amount that may be deducted under that par- 
agraph in respect of those losses (to the extent they are 
not deducted in computing the taxpayer’s income for 
any other taxation year) for that year is the total of 


(a) an amount not exceeding the amount, if any, 
determined under paragraph 3(b) in respect of the 
taxpayer for the particular year, equal to the total 
of all amounts each of which is an amount deter- 
mined by the formula 


B 
Ax 
Cc 


where 


A is the net capital losses for a taxation year (in 
this paragraph referred to as a “loss year”) 
claimed under paragraph (1)(b), 


B is the fraction that would be used for the par- 
ticular year under section 38 in respect of the 
taxpayer if the taxpayer had-a capital loss for 
that year, and 


Cis the fraction required to be used under sec- 
tion 38 in respect of the taxpayer for the loss 
year; and 


(b) the amount, if any, by which 


(i) the amount of the taxpayer’s net capital 
losses claimed under paragraph (1)(b) for the 
particular year 


exceeds the total of 


(ii) the amount of the taxpayer’s net capital 
losses claimed under paragraph (1)(b) that was 
determined under paragraph (a) for the partic- 
ular year, and 


(iii) the total of all amounts each of which is 
an amount deducted by the taxpayer under sec- 
tion 110.6 in computing the taxpayer’s taxable 
income for a taxation year.” 


Pre-RSC History: Subsec. 111(2) substituted by 1988, c. 55, 
subsec. 83(3), applicable with respect to computations of taxable in- 
comes for 1985 et seg. Subsec. 111(2) formerly read: 


(2) Net capital losses — Where a taxpayer dies in a taxation 
year, for the purposes of computing his taxable income for 
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that year and the immediately: preceding taxation, year, para- 
graph (1)(b) shall be read as, follows: 


“(b) his net, capital losses for all taxation years not de- 
ducted by him in computing his. taxable income for any 
other taxation year to the extent of the aggregate of 


(i). the. amount, if any, determined under paragraph 
3(b) in.respect of the taxpayer for the year, and 


(ii). the amount, if any, by which the aggregate of 
such net capital losses exceeds the aggregate of the 
amount, if any, determined under subparagraph (1) in 
respect of the taxpayer. for the year andthe aggregate 
of all amounts each of which.is.an amount deducted 
by the taxpayer under section 110.6.in computing his 
taxable income for a taxation year;” 
Subsec. 111(2) substituted by 1986, c. 6, subsec. 59(2), applicable 
to 1985 et seq. except that subsec. 111(2) reads as follows for the 
1985 taxation year: 
(2) Where a taxpayer dies in the 1985 taxation year 
(a) for the purpose of computing his taxable income for 
the 1985 taxation year and the 1984 taxation year, para- 
graph (1)(b) shall be read as “his net capital losses for 
taxation years picccdunrs, and the taxation er immedi- 
ately following the year”; 
(b). for the purpose of determining his net capital loss for 
the 1985 taxation year, clause (8)(a)(i)(B), as it is re- 
quired to be read in its application to that year, shall be 
read without reference to 
(i) the words “‘the least of’, and 
(ii) subclauses (I) and (I). thereof; 
and 
(c) for the purpose of determining his net capital loss for 
the 1984 taxation year, subparagraph (8)(a)(1i), as it read 
in 1984, shall be read without reference to 
(i) the words “the lesser of’, and 
; (ii) clause (A) thereof. 
Subsec. 111(2) formerly read: 
(2) Net capital losses — Where a taxpayer has died in a tax- 
ation year, 
(a) for the purpose of computing his taxable income for 
that year and the immediately preceding year, paragraph 
(1)(b) shall be read as “his net capital losses for taxation 
years preceding and the taxation year immediately fol- 
lowing the year;”; and 
(b) for the purpose of determining his net capital loss for 
that year and the immediately preceding taxation year, 
subparagraph (8)(a)(ii) shall be read without reference to 
(i) the words “the lesser of”, and 


(ii) clause (A) thereof. 


Subsec. 111(2) substituted by 1984, c. 1, subsec. 54(2), applicable — 


with respect to deaths occurring after 1983. Subsec. 111(2) formerly 
read: 


(2) Net capital losses — Where a ni dia has died in a tax- 
ation year, 


(a) for the purpose of computing his taxable income for 
that year and the immediately preceding taxation year, 
_ paragraph (1)(b) shall be read without reference to 


(i) the words “the lesser of’, and 
(11) subparagraph (11) thereof; and 


(b) for the purpose of computing his net capital loss for 
that year and the immediately preceding taxation year, 
subparagraph (8)(a)(ii) shall be read without reference to 


(i) the words “‘the lesser of’, and 
(ii) clause (A) thereof. 
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Subsec. 111(2) substituted by 1977-78, c. 1, subsec. 54(3); applica- 
ble with respect to deaths occurring after March 31, 1977. Subsec. 
111(2) formerly read: 


(2) Net capital loss in year | of death — Where a taxpayer 
has died in a taxation year, in applying paragraph (1)(b) for 
the purpose of computing his taxable income for that year and 
the immediately preceding taxation year, that paragraph shall 
be read’ without reference to 


(a) the words “the lesser of”, and 

(b) subparagraph (ii) ‘thereof. 
Interpretation Bulletins: IT-232R3: Losses — their deductibility 
in the loss year or in other years. See also list at end of 's. 111. 


(3) Limitation on deductibility — For the pur- 
poses of subsection (1), 


(a) an amount in respect of a non-capital loss, re- 


stricted farm loss, farm loss or limited partnership 


loss, as the case may be, for a taxation year is 
deductible, and an amount in respect of a net cap- 


ital loss for a taxation year:may be claimed, in 
computing the taxable income of a taxpayer for a 
particular taxation year only to ‘hy. extent that it 


exceeds the total of 
(i) amounts deducted under this section in re- 


spect of that non-capital loss, restricted farm 
loss, farm loss or limited partnership loss in . 
computing taxable income for taxation years 


preceding the particular taxation year, 


(i.1) the amount that was claimed under para- 
graph (1)(b) in respect of that net capital-loss 


for taxation years preceding the, particular tax- 
ation year, and 


(ii) amounts claimed in respect of that loss 


under paragraph 186(1)(c) for the year in 


which the loss was. incurred. or. under, para- 


graph 186(1)(d) for the particular. taxation 


year and taxation years preceding the particu- 


lar taxation year, and 


(b) no amount.is. deductible in respect.of a non- 
_ capital loss, net capital loss, restricted farm loss, 
farm loss or limited partnership loss, as the case 


may be, for a taxation year until 


(i) in the case of a non- capital: Joss, the de- 
ductible non-capital losses, 


(ii) in the case of a net capital loss, the deduct- 


ible net capital losses, 


(iii) in the case of a restricted farm loss, the 


deductible restricted farm losses, 


(iv) in the case of a farm loss, the deductible 


farm losses, and 


(v) in the case of a limited partnership loss, 
the deductible limited partnership losses, 


for preceding taxation years have been deducted. 


Related Provisions: 87(2.1)(b) — Determining loss after amal- 
gamation; 88(1.1)--.Non-capital losses of subsidiary; 88(1.2) — 
Net capital losses of subsidiary; 88(1.3) — Winding-up — compu- 
tation of income and tax payable by parent; 149(10)(c) — Restric- 


tion on carry-forward of losses on change of corporate tax status. 
See additional Related provisions and Definitions at end of s. 111. 
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History: That portion of para: 111(3)(a) preceding subpara. (i) sub- 
stituted by 1994, c. 7, Sch. IL (1991, c. 49), subsec.:83(2), applicable 
to the computation of taxable income for 1985 et seg. That portion 
formerly read: 


(a) an amount in respect of a non-capital loss, net capital: loss, 
restricted’ farm loss, farm loss or limited partnership loss, as 
the case may be, for a taxation year is deductible by a tax- 

_ payer in computing taxable income for.a particular taxation 
year only to, the extent-that it exceeds ,the. total of 


Pre-RSC History: Subpara. 111(3)(a)(i) substituted and (i.1) ad- 
ded, by 1988, c. 55, subsec. 83(4), applicable with respect to com- 
putations of taxable incomes for 1985 et seq. sibs HAL )ANG) 
formerly read: 


(i) amounts deducted under this section in respect of that loss 
in computing taxable income for taxation years preceding the 
particular taxation year; and 


All that portion of para. 111(3)(a) preceding subpara. (i) and all that 
portion of para. 111(3)(b) preceding subpara. (i) amended to substi- 
tute “restricted farm loss, farm loss or limited partnership loss” for 
“restricted farm loss or farm loss” and to substitute “‘a taxation year” 
for “any, year’, and subpara. 111(3)(b)(v) added, by 1986,.c. 55, 
subsecs. 34(2), (3), (4), applicable. after.February 25,1986. 


Subsec. 111(3) substituted by 1984, c. 1, subsec. 54(2), applicable 
with respect to the computation of taxable income for 1983 ef, seq. 
and.-with respect to losses determined, for 1983, et seg. Subsec. 
111(3) formerly. read: 


(3) Limitation on ‘ Reaaah et ease the eps of sub- 
‘section (1), 


(a) an amount in respect of a oneal loss, net capital 
loss or restricted farm loss, as the case may be, for a taxa- 
tion year is only deductible to the extent that it exceeds 
the aggregate of 


(1) amounts previously deductible in respect of that 
_ loss under this section, and 


(11) amounts previously Mubieagéetl in respect of that 
loss under paragraph 186(1)(c) or (d) in determining 
amounts on which tax under Part [V has become 
payable; and 


(b) no amount is deductible in respect of a non-capital 
loss, net capital loss or restricted farm loss, as the case 
may be, for any year until 


(i) in the case of a non-capital loss, the deductible 
non-capital losses, 


(ii) in the case of a net capital loss, the deductible net 
capital losses, and 


(iii) in the case of a restricted farm loss, the deducti- 
ble restricted farm losses, 


for previous years have been deducted. 


Interpretation Bulletins: [T-232R3: Losses — their deductibility 
in the loss year or in other years; IT-262R2:; Losses of non-residents 
and part-year residents; IT-302R3; Losses. of a.corporation — the 
effect that acquisitions of control, amalgamations, and windings-up 
have on their deductibility — after January 15, 1987. See also list at 
end of s. 111. 


(4) Acquisition. of control — Notwithstanding 
subsection (1), where, at any time (in this subsection 


referred to as “that time’), control of a corporation — 


has been acquired by a person or group of persons 


(a) no amount in respect of a net capital loss for a 
taxation year ending before that time is deducti- 
ble in computing the corporation’s taxable in- 
come for a taxation year ending after that time, 
and 


S. 111(4)(e) 


(b) no: amount in respect of a net capital loss for a 
taxation year ending after that time is deductible 
in. computing. the. corporation’s taxable income 
fora taxation year ending before that. time, 


and where, at that time, the corporation neither be- 
came nor ceased to be exempt from tax under this 
Part on its taxable income, 


(c) in computing the adjusted cost base to the cor- 
poration at and after that time of each capital 
property; other than a depreciable property, 
owned by the corporation immediately before 
that time, there shall be deducted the amount, if 
any, by which the adjusted cost base. to the corpo- 
ration of the property immediately. before that 
time exceeds its fair market value immediately 
before that time, 


(d) each amount required by paragraph (c) to be 

deducted in computing the adjusted cost base to 

the corporation of a property shall be deemed to 

be a capital loss of the corporation for the taxa- 

tion year that ended immediately before that time 
_ from the disposition of the property, 


(e) each capital property owned by the corpora- 
tion immediately before that time (other than a 
property in respect of which an amount would, 
but for this paragraph, be réquired by paragraph 

_(c) to be deducted in computing its adjusted cost 
base to the corporation or a depreciable property 
of a prescribed class to which, but for this para- 
graph, subsection (5.1) would apply) as is desig- 
nated by the corporation in its return of income 
under this Part for the taxation year that ended 
immediately before that time or in a prescribed 
form filed with the Minister on or before the day 
that is 90 days after the day on which a notice of 
assessment of tax payable for the year or notifica- 
tion that no tax is payable for the year is mailed 
to the corporation, shall be deemed to have been 
disposed of by. the corporation immediately 
before the time that is immediately before that 
time for proceeds of disposition equal to the 
lesser of 


(i) the fair market value of the property imme- 
diately before that time, and 


(ii) the greater of the adjusted cost base to the 
corporation of. the property immediately 
before the disposition and such amount as is 
designated by the corporation in respect of the 


property, 


and shall be deemed to have been reacquired by it 
at that time at a cost equal to the proceeds of dis- 
position thereof, except that, where the property 
is depreciable property of the corporation the 
capital cost of which to the corporation immedi- 
ately before the disposition time exceeds those 
proceeds of disposition, for the purposes of sec- 
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tions 13 and 20 and any regulations made for the 
purpose of paragraph 20(1)(a), 


(111) the capital cost of the property to the cor- 
poration at that time shall be deemed to be the 
amount that was its capital cost immediately 
before the disposition, and 


(iv) the excess shall be deemed to have been 
allowed to the corporation in respect of the 
property under regulations made for the pur- 
pose of paragraph 20(1)(a) in computing its 
income for taxation years ending before that 
time, and 


(f) each amount that by virtue of paragraph (d) or 
(e) is a capital loss or gain of the corporation 
from a disposition of a property for the taxation 
year that ended immediately before that time 
shall, for the purposes of the definition “capital 
dividend account” in subsection 89(1), be 
deemed to be a capital loss or gain, as the case 
may be, of the corporation from the disposition of 
the property immediately before the time that a 
capital property of the corporation in respect of 
which paragraph (e) would be applicable would 
be deemed by that paragraph to have been dis- 
posed of by the corporation. 


Related Provisions: 13(7)(f) — Rules applicable to depreciable 
property; 53(2)(b.2) — Reduction in adjusted cost base; 53(4) — 
Effect on adjusted cost base of share, partnership interest or trust 
interest; 87(2.1)(b) — Determining loss after amalgamation; 
249(4) — Deemed year end where change of control occurs ; 
256(7)-(9) — Whether control acquired. See additional Related 
provisions and Definitions at end of s. 111. See also under “Control 
of corporation: change of”? in Topical Index. 


History: Para. 111(4)(e) substituted by 1994, c. 7, Sch. If (1991, c. 
49), subsec. 83(3), applicable to acquisitions of control occurring 
after July 13, 1990, other than acquisitions of control where the per- 
sons acquiring control were obliged on that day to acquire control 
pursuant to the terms of agreements in writing entered into on or 
before that day. Para. 111(4)(e) formerly read: 


(e) each capital property owned by the corporation immedi- 
ately before that time, other than a property in respect of 
which an amount would, but for this paragraph, be required 
by paragraph (c) to be deducted in computing its adjusted 
cost base to the corporation, as is designated by the corpora- 
tion in its return of income under this Part for the taxation 
year that ended immediately before that time or in a pre- 
scribed form filed with the Minister on or before the day that 
is 90 days after the day on which a notice of assessment of 
tax payable for the year or notification that no tax is payable 
for the year is mailed to the corporation, shall be deemed to 
have been disposed of by the corporation immediately before 
the time that is immediately before that time for proceeds of 
disposition equal to the greater of 


(i) the adjusted cost base to the corporation of the prop- 
erty immediately before that time, and 


(11) the lesser of the fair market value of the property im- 
mediately before that time and such amount as is desig- 
nated by the corporation in respect of the property 


and shall be deemed to have been reacquired by it at that time 
at a cost equal to the proceeds of disposition thereof, and 


Pre-RSC History: Subsec. 111(4) substituted by 1987, c. 46, 
subsec. 40(1), applicable with respect to acquisitions of control oc- 
curring after January 15, 1987 other than acquisitions of control oc- 
curring before 1988, where the persons acquiring the control were 
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obliged on that date to acquire the control pursuant to the terms of 
agreements in writing entered into on or before that date. See “Inter- 
pretation” below. Subsec. 111(4) formerly read: 


(4) Application of subsec. (1) where change in control — 
Subsection (1) does not apply to permit a corporation to de- 
duct, for the purpose of computing its taxable. income for a 
taxation year, any amount in respect of 


(a) its net capital loss for a preceding year if, before the 
end of the year, control of the corporation has been ac- 
quired by a person or persons who did not, at the end of 
that preceding year, control the, corporation; or 
(b) its net capital loss for a subsequent year if, before the 
beginning of that subsequent year, control of the corpora- 
tion has been acquired by a person or persons who did 
not, at the beginning of the taxation year, control the 
corporation. 
Subsec. 111(4) substituted by 1984, c. 1, subsec. 54(2), applicable 
with respect to acquisitions of control in 1982 et seg., except that in 
its application to acquisitions of control occurring 
(a) before April 20, 1983, or ' 
(b) after April 19, 1983 but before April 20, 1984, where the 
arrangements therefor were substantially advanced and evi- 
denced in writing on or before April 19, 1983, 


the reference in paragraph 111(4)(b) to “a subsequent year” shall be 
read as a reference to “a subsequent year (other than the year imme- 
diately following the taxation year)”. Subsec. 111(4) formerly read: 
(4) Application of subsec. (1) where change in control — 
Subsection (1) does not apply to permit a corporation to de- - 
duct, for the purpose of computing its taxable income for a 
taxation year, any amount in respect of its net capital loss for 
a preceding year if, before the end of the year, control of the 
corporation has been acquired by a person or persons who did 
not, at the end of that preceding year, control the corporation. 
interpretation — “obliged to acquire or dispose of 
property or to acquire control of a corporation”: 1987, c. 
46, s. 72 reads as follows: 


72. For the purposes of this Act, a person shall be considered 
not to be obliged either to acquire or dispose of property or to 
acquire control of a corporation, as the case may be, if the 
person may be excused from performing the obligation as a 
result of changes to the [Income Tax Act] affecting acquisi- 
tions or dispositions of property or acquisitions of control of 
corporations. 
Interpretation Bulletins: IT-302R3: Losses of a corporation — 
the effect that acquisitions of control, amalgamations, and wind- 
ings-up have on their deductibility — after January 15, 1987. See 
also list at end of s. 111. 


1.T. Technical News: No. 7 (control by a group — 50/50 arrange- 
ment); No. 9 (loss consolidation within a corporate group). 


Forms: T2S(6): Summary of dispositions of capital property. 


(5) idem — Where, at any time, control of a corpo- 
ration has been acquired by a person or group of per- 
sons, no amount in respect of its non-capital loss or 
farm loss for a taxation year ending before that time 
is deductible by the corporation for a taxation year 
ending after that time and no amount in respect of its 
non-capital loss or farm loss for a taxation year end- 
ing after that time is deductible by the corporation 
for a taxation year ending before that time except 
that 


(a) such portion of the corporation’s non-capital 
loss or farm loss, as the case may be, for a taxa- 
tion year ending before that time as may reasona- 
bly be regarded as its loss from carrying on a bus- 
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iness and, where a business was carried on by the 


corporation in that year, such portion of the non- | 


capital loss as may reasonably be regarded as be- 
ing in respect of an amount deductible under par- 
agraph 110(1)(k) in computing its taxable income 
for the year is deductible by the corporation for a 
particular taxation year ending after that time 


(i) only if that business was carried on by the 
corpe¢ration for profit or with a reasonable ex- 
pectation of profit throughout the particular 
year, and | 


(11) only to the extent of the total of the corpo- 
ration’s income for the particular year from 
that business and, where properties were sold, 
leased, rented or developed or services ren- 
dered in the course of carrying on that busi- 
ness before that time, from any other business 
substantially all the income of which was de- 
rived from the sale, leasing, rental or develop- 
ment, as the case may be, of similar properties 
or the rendering of similar services; and 


(b) such portion of the corporation’s non-capital 
loss or farm loss, as the case may be, for a taxa- 
tion year ending after that time as may reasonably 
be regarded as its loss from carrying on a busi- 
ness and, where a business was carried on by the 
corporation in that year, such portion of the non- 
capital loss as may reasonably be regarded as be- 
ing in respect of an amount deductible under par- 
agraph 110(1)(k) in computing its taxable income 
for the year is deductible by the corporation for a 
particular year ending before that time 


- (i) only if throughout the taxation year and in 
the particular year that business was carried 
on by the corporation for profit or with a rea- 
sonable expectation of profit, and ~ 


(ii) only to the extent of the corporation’s in- 
come for the particular year from that busi- 
ness and, where properties were sold, leased, 
rented or developed or services rendered in 
the course of carrying on that business before 
that time, from any other business substan- 
tially all the income of which was derived 
from the sale, leasing, rental or development, 
as the case may be, of similar properties or the 
rendering of similar services. , 


Related Provisions: 10(11)— ‘Adventure in the nature of ‘trade 
deemed to be business carried on by corporation; 87(2.1)(b) — De- 
termining loss after amalgamation; 111(4) — Application of subsec. 
(1) where change in control; 249(4)— Deemed year end when 
change of control occurs; 256(7)—(9) — Whether control acquired. 
See additional Related provisions and Definitions at end of s. 111. 


Pre-RSC History: That portion of para. 111(5)(a) and that portion 
of para. 111(5)(b) preceding subpara. (i) of each amended by 1988, 
c. 55, subsecs. 83(5), (6), to add, in each, “and, where a business 
was carried on by the corporation in that year, such portion of the 
non-capital loss as may reasonably be regarded as being in respect 
of an amount deductible under paragraph 110(1)(k) in computing its 
taxable income for the year’, applicable with respect to non-capital 
losses and farm losses for 1988 et seq. 


S. 111(5) 


Adl that portion of subsec. 111(5) preceding para. (a) and subparas. 
111(5)(a)G), Gi) substituted, and all that portion of para. 111(5)(b) 
preceding subpara. (i) amended to substitute “‘year ending after’ for 
“year commencing after”.and “year ending before” for “year-com- 
mencing before”, by 1987,-c. 46, subsecs. 40(2)-(4), applicable with 
respect to acquisitions of control occurring after January 15, 1987 
other than acquisitions of control occurring before 1988, where the 
persons acquiring the control were obliged on that date to acquire 
the control pursuant to the terms of agreements in writing entered 
into on or before that date. See “Interpretation” under subsec. 
111(4). The substituted portions formerly read: 


(5), Idem — Where, at any time, control of a corporation has 
been. acquired by. a person or persons (each of whom is in this 
subsection, referred to. as the “purchaser”’). , 


(i) only if that business was carried on by the corporation for 
profit or a reasonable expectation of profit 


(A) throughout the part of the particular year that is after 
that time, where control of the corporation was ‘acquired 
in the particular year, and ° 


(B) throughout the particular year, in any other case, and 
(ii) only to the extent of the aggregate of 


(A) the corporation’s.income for the particular year from 
that business and, where properties were sold, leased, 
rented or developed or services rendered in the course of 
carrying on that business before that time, from any other 
business substantially all the income of which was de- 
rived from the sale, leasing, rental or development, as the 
case may be, of similar properties or the rendering of 
similar services, and 


(B) the amount, if any, by which 


(I) the aggregate of the corporation’s taxable capital 
gains for the particular year from dispositions of 
property owned by the corporation at or before that 
time, other than property that was acquired by the 
corporation within the two-year period ending at that 
time from the purchaser or a person who did not deal 
at arm’s length with the purchaser, 


exceeds 


(II) the aggregate of the corporation’s allowable cap- 
ital losses for’the particular year from dispositions 
described in subclause (I); and 


Subpara. 111(5)(a)(@) substituted by 1985, c. 45, subsec. 57(1), ap- 
plicable with respect to acquisitions of control occurring in 1984 ef 
seq. That subpara. formerly read: 


(i) only if throughout the particular year and after that time 
that business was carried on by the corporation for profit or 
with a reasonable expectation of profit; and 


Cl. 111(5)(a)Gi)(B) substituted by 1985, c. 45, subsec. 57(2), appli- 
cable with respect to acquisitions of control occurring after May 9, 
1985, except that subclause 111(5)(a)(i)(B)() is applicable with re- 
spect to acquisitions of control occurring in 1984 et seg. That clause 
formerly read: 


(B) the amount, if any, by which 


(1) the aggregate of the corporation’s taxable capital 
gains for the particular year from the disposition of prop- 
erty owned by. the corporation at that time, other than 
property that was acquired from the purchaser or.a person 
who did not deal at arm’s length with the purchaser, 


exceeds 


(II) the amount, if any, by which the aggregate of the cor- 
poration’s allowable capital losses for the particular year 
from the disposition of property described in subclause 
(I) exceeds the aggregate of its allowable business invest- 
ment losses for the particular year from the disposition of 
that property; and 
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Subsec. 111(5) substituted by 1984, c. 1, subsec. 54(2), applicable 
with respect to acquisitions of control occurring in 1984 ef seq., ex- 
cept that for the purposes only of applying paragraph 111(5)(b), 
subsection 111(5) is applicable with respect to acquisitions of con- 
trol occurring in 1980 et seq., but in its application to ae of 
control occurring 


(a) before April 20, 1983, or 
(b) after April 19, 1983 but before April 20, 1984, where the 


arrangements therefor were substantially advanced and evi- | 


denced in writing on or before April 19, 1983, 


the reference in that paragraph to “a particular taxation year” shall 
be read as a reference to “a particular taxation year (other than the 
year immediately preceding the year in which the loss was in- 
curred)”. Subsec. 111(5) formerly read: 


(5) |ldem — Where, at any time, control of a corporation has 
been acquired by a person or persons (each of whom is in this 
subsection referred to as the “purchaser’’), such portion of the 
corporation’s non-capital loss for a taxation year ending 
before that time as may reasonably be regarded. as its loss 
from carrying on a particular business is deductible by the 
corporation for a taxation year ending after that time only 


(a) if throughout the year and after that time the particu- 
lar business was carried on by the corporation for profit 
or with a reasonable expectation of profit; and 


(b) to the extent of the aggregate of 


(1) the corporation’s income for the year from the 
particular business and any other business substan- 
tially all the income of which was derived from the 
sale, leasing, rental or development of properties, or 
the rendering of services that are similar to the 
properties sold, leased, rented or developed, or the 
services rendered, as the case may be, in the course 
of carrying on the particular business before that 
time, and 


(ii) the amount, if any, by which 


(A) the aggregate of the corporation’s taxable 
capital gains for the year from the disposition of 
property owned by the corporation at that time, 
other than property that was acquired from the 
purchaser or a person who did not deal at arm’s 
length with the purchaser, 


exceeds 


(B) the amount, if any, by which the aggregate 
of the corporation’s allowable capital losses for 
the year from the disposition of property de- 
scribed in clause (A) exceeds the aggregate of its 
allowable business investment losses for the year 
from the disposition of property described in 
clause (A). 


Subsec. 111(5) substituted by 1980-81-82-83, c. 140, subsec. 70(1), 
applicable with respect to acquisitions of control occurring after No- 
vember 12, 1981 other than acquisitions of control occurring before 
1983 where the arrangements therefor were substantially advanced 
and evidenced in writing on November 12, 1981. Subsec. 111(5) 
formerly read: 


(5) Subsection (1) does not apply to permit a corporation to 
deduct, for the purpose of computing its taxable income for a 
taxation year, such portion of its non-capital loss for a preced- 
ing year as may reasonably be regarded as its loss from carry- 
ing on any particular business if 


(a) control of the corporation has been acquired, before 
the end of the year, by a person or persons who did not, 
at the end of that preceding year, control the corporation 
and the corporation was not, during the year, carrying on 
that business, or 
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(b) control of the corporation was acquired, before: the 
end of the year and after the winding-up or discontinu- 
ance of that business, by a person or persons, who did not 
control the corporation at any time during that preceding 
yeat when that business was being carried on. 


Selected Cases [subsec. 111(5)]: Garage Montplaisir Ltée v. 
MNR, [1998] 1 C.T.C. 51 (FCTD) (Purpose of provision not carry- 
over of losses, but strengthening or survival of a declining 
business); Wigmar Holdings Ltd. v. R., {1997],2 C.T.C. 263 (FCA) 
(Word “and” between clauses (A) and (B) in subparagraph 
111(5)(a)(i) to be*read disjunctively, not cumulatively); Duha 
Printers (Western) Ltd. v.-Canada, [1996] 3 °C.T.C.. 19 (FCA) 
(Losses not deductible where control prior to amalgamation not 
established); Yarmouth Industrial Leasing Ltd. v. The Queen, {1985} 
2 C.T.C. 67 (FCTD) (Losses of inactive subsidiary not carried for- 
ward where new type of business subsequently assumed; control 
changed when 60% of parent sold). 


Interpretation Bulletins: IT-206R: Separate businesses; IT- 
302R3: Losses of a corporation — the effect that acquisitions of 
control, amalgamations, and windings-up have on their deductibil- 
ity — after January 15, 1987. See also list at end of s.-111. 

1.T. Technical News: No. 7 (control by a group — 50/50 arrange- 
ment); No. 9 (loss consolidation within a corporate group). 
Advance Tax Ruling: ATR-7: Amalgamation involving losses 
and control. 


(5.1) Computation of undepreciated capital 
cost -—— Where, at any time, control of a corporation 


(other than a corporation that at that time became or. 


ceased to be exempt from tax under this Part on its 
taxable income) has been acquired by a person or 
group of persons and, if this Act were read without 
reference to subsection 13(24), the undepreciated 
capital cost to the corporation of depreciable, prop- 
erty of a prescribed class immediately before that 
time would have exceeded the total of 


(a) the fair market value of all the property of that 
class immediately before that time, and 


(b) the amount in respect of property of that class 
otherwise allowed under regulations made under 
paragraph 20(1)(a) or deductible under subsec- 
tion 20(16) in computing the corporation’s in- 
come for the taxation year ending pee diately 
before that time, 


the excess shall be deducted in computing the in- 
come of the corporation for the taxation year ending 
immediately before that time and shall be deemed to 
have been allowed in respect of property of that class 
under regulations made under paragraph 20(1)(a). 


Related Provisions: 87(2.1)(b) — Determining loss, after amal- 
gamation; 256(7)—-(9) — Whether control acquired. See additional 
Related provisions and Definitions at end of s. 111. 18 


Pre-RSC History: Subsec. 111(5.1) substituted by 1987, c. 46, 
subsec. 40(5), applicable with respect to acquisitions of control oc- 
curring after January 15, 1987 other than acquisitions of control oc- 
curring before 1988, where the persons acquiring the control were 
obliged on that date to acquire the control pursuant to the terms of 
agreements in writing entered into on or before that date: See “Inter- 
pretation” under subsec. 111(5.5). Subsec. 111(5.1) formerly read: 


(5:1) Presumption — Where at any time in a particular taxa- 
tion year control of a corporation (other than a corporation 
that was immediately before that time exempt from tax under 
this Part on its taxable income) has been acquired by a person 
or persons and at that time the undepreciated capital cost to 
the corporation of depreciable property of a prescribed class 
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would, but for this subsection, exceed the fair market value of - 
all the property of that class, the excess 


(a) shall be deemed to have been allowed to the corpora- 
tion in respect of property of the class under regulations 
made under paragraph 20(1)(a) in computing its income 
for taxation years ending before that time, and 

(b). shall be. deemed to be, or shall; be added to, as the 
case may be, the non-capital loss or farm loss, as. the case 
may be, of the corporation for the taxation year immedi- 
ately preceding the particular year and shall be regarded 
as having been incurred in the course net capital carrying — 
on the business in which the property was used at that 
time, 


but no part of the éxcess shall be deductible in. computing the 
taxable income of the corporation for a taxation year preced- 
ing the particular taxation year. 


Para. 111(5.1)(b) substituted by 1984, c. 1, subsec. 54(3), applicable 
with respect to acquisitions of control occurring in 1983 et seq. 
Para. 111(5.1)(b) formerly read: 


(b) shall be deemed to be; or shall be added to, as the case 

may be, the non-capital loss of the corporation for the taxa- 

tion year immediately preceding the particular taxation year 

as a loss from carrying on the business in. which the property . 
was used at that time, 


Subsec. 111(5.1) added by 1980-81-82-83, c. 140, subsec. 70(1), 
applicable with respect to acquisitions of control occurring after No- 
vember 12, 1981, other than acquisitions of control occurring before 
1983 where the arrangements therefor were substantially advanced 
and evidenced in writing on November 12, 1981. — 


Interpretation Bulletins: IT-302R3: Losses of a corporation — 
the effect that acquisitions of control, amalgamations, and wind- 
ings-up have on theit deductibility — after January 15, 1987. See 
also list at end of s. 111. 


1.T. Technical News: No. 7 (control by a group — 50/50 
arrangement). 


(5.2) Computation of cumulative eligible capi- 
tal — Where, at any time, control of ‘a corporation 
(other than a corporation that at that time became or 
ceased to be exempt from tax under this Part on its 
taxable income) has been acquired by a person or 
group of persons and immediately before that time 
the corporation’s cumulative eligible capital in re- 
spect of a business exceeded the total of 


(a) */4 of the fair market value of the eligible capi- 
tal property in respect of the business, and 


(b) the amount otherwise deducted under para- 
graph 20(1)(b) in computing the corporation’s in- 
come from the business for the taxation year end- 
ing immediately before that time, 


the excess shall be deducted under paragraph 
20(1)(b) in computing the corporation’s income from 
the business for the taxation year ending immedi- 
ately before that time. 

Related Provisions: 87(2.1)(b) — Determining loss after amal- 


gamation; 256(7)-(9) — Whether control acquired. See additional 
Related provisions and Definitions at end of s. 111. 


Pre-RSC History: Para. 111(5.2)(a) amended by 1988, c. 55, 
subsec. 83(7), to substitute “/4” for “'/2”, applicable with respect to 
acquisitions of control of a corporation occurring after the com- 
mencement of the corporation’s first taxation year commencing af- 
ter June 1988. 


Subsec. 111(5.2) substituted by 1987, c. 46, subsec. 40(5), applica- 
ble with respect to acquisitions of control occurring after January 


S. 111(5.3) 


15, 1987 other than acquisitions of control occurring before 1988, 
where the persons acquiring the control were obliged on that date'to 
acquire the control pursuant to the terms of agreements in writing 
entered into on or before that date. See “Interpretation” under sub- 
sec. 111(5.5). Subsec. 111(5.2) formerly read: 


(5.2). ldem.— Where at any time ina particular taxation year 
control of a corporation (other than a corporation that was im- 
mediately before that time exempt from tax under this Part on 
its taxable income) has been acquired by a person or persons 
and at that time the corporation’s cumulative eligible capital 
in respect of a business would, but for this subsection, exceed 
‘2 of the fair market value of the eligible capital property in 
respect of the business, the excess 


(a) shall be deemed to have been deducted by the corpo- 
ration under paragraph 20(1)(b) in computing its income 
from the business for taxation years ending before that 
time, and 


(b) shall be deemed to be or shall be added:to, as the case 
may be, the non-capital loss or farm:loss, as the case may 
be, of the corporation for the taxation year immediately 
preceding the particular year and shall be regarded as 
having been incurred in the course of carrying on the 
business, 


but no part of the excess shall be deductible in computing the 
taxable income of the corporation for a taxation year preced- : 
ing the particular taxation year. 


Para. 111(5.2)(b) substituted by 1984, c. 1, subsec..54(4), applicable 
with respect to acquisitions of control. occurring. in .1983_ et. seq. 
Para. 111(5.2)(b) formerly read: 


(b) shall ‘be deemed to be, or shall be added to; as the ‘case 
may be, the non-capital loss, if any, of the corporation for-the 
taxation year immediately preceding the particular taxation 
year as a loss from carrying on the business, 


Subsec. 111(5.2) added by 1980-81-82-83, ¢. 140, subsec. 70(1), 
applicable with respect to acquisitions of control occurring after No- 
vember 12, 1981 other than acquisitions of control occurring before 
1983 where the arrangements therefor were substantially advanced 
and evidenced in writing on November 12, 1981. 


Interpretation Bulletins: IT-302R3: Losses of a corporation — 
the effect that acquisitions of control, amalgamations, and wind- 
ings-up have on their deductibility — after ‘packed 15,°1987. See 
also list at end of s. 111. 


1.T. Technical News: No. 7 Serabait ‘by a State ee 
arrangement). 


(5.3) Doubtful debts and bad debts — Where, 
at any time, control of a corporation (other than a 
corporation that at that time became or ceased to be 
exempt from tax under this Part on its taxable in- 
come) has been acquired by a person or. group of 
persons, no amount may be deducted under para- 
graph 20(1)() in computing the corporation’s in- 
come for its taxation year ending immediately before 
that time and each amount that is the greatest amount 
that would, but for this subsection and subsection 
26(2) of this Act and subsection 33(1) of the Income 
Tax Act, chapter 148 of the Revised Statutes of Can- 


ada, 1952, have been deductible under paragraph 


20(1)() in respect of a debt owing to the corporation 
immediately before that time shall be deemed to be a 
separate debt and shall, notwithstanding any other 
provision of this Act, be deducted as a bad debt 
under paragraph 20(1)(p) in computing the corpora- 
tion’s income for the year and the amount by which 
the debt exceeds that separate debt shall be deemed 
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to be.a separate debt incurred at the same. time and 
under the same circumstances as the debt ' was 
incurred. 

Related Provisions: 50(1)(a) — Deemed disposition where. debt 
becomes bad debt; 87(2.1)(b) — Determining loss after amalgama- 
tion; 88(1.1) — Non-capital’ losses, ‘etc., of subsidiary; 
256(7)-(9) — Whether control acquired. See additional Related 
provisions and Definitions at end of s. 111. 


Pre-RSC History: Subsec. 111(5.3) substituted by 1987, c. 46, 
subsec. 40(5), applicable with respect to acquisitions of control oc- 
curring after January 15, 1987 other than acquisitions of control oc- 
curring before 1988, where the persons acquiring the control were 
obliged on that date to acquire the control pursuant to the terms of 
agreements in writing entered into on or before that date. See “Inter- 
pretation” under subsec. 111(5.5). Subsec. 111(5.3) formerly read: 


(5.3) Idem — For the purposes of subsections (5.1) and (5.2), 
where the particular taxation year referred to therein is the 

~ first taxation year of a corporation, the corporation shall be 
deemed to have had a taxation year immediately preceding 
the particular taxation year. 


Subsec. 111(5.3) added by 1980-81-82-83, c. 140, subsec. 70(1), 
applicable with respect to acquisitions of control occurring after No- 
vember 12, 1981 other than acquisitions of control occurring before 
1983 where the arrangements therefor were substantially advanced 
and evidenced in writing on November 12; 1981. 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952’). 


Interpretation Bulletins: [T-302R3: Losses of a corporation — 
the effect that acquisitions of control, amalgamations, and wind- 
ings-up have on their deductibility — after January 15, 1987.: 


1.T. Technical News: No. 7 (control by a group — 50/50 
arrangement). 


(5.4) Non-capital loss — Where, at any time, con- 
trol .of a corporation has been. acquired by a person 
or persons, such portion of the ‘corporation’s non- 
capital loss for a taxation year ending before that 
time as 


(a) was not deductible in computing the corpora- 
tion’s income for a taxation year ending before 
that time, and 


(b) can reasonably be considered-to be a non-cap- 
ital loss of a subsidiary corporation (in this sub- 
section referred to as the “former subsidiary cor- 
poration”) from carrying on a particular businéss 
(in this subsection referred to as the “former sub- 
sidiary corporation’s loss business’) that was 
deemed by subsection 88(1.1) of the Income Tax 
Act, chapter 148 of the Revised Statutes of Can- 
ada, 1952, as it read on November 12, 1981 to be 
the non-capital loss of the corporation for the tax- 
ation year of the corporation in which the former 
subsidiary corporation’s loss year ended 


shall be deemed to be a non-capital loss of the corpo- 
ration from carrying on the former subsidiary corpo- 
ration’s loss business. 

Related Provisions: 87(2.1)(b) — Determining loss after amal- 


gamation; 256(7)—-(9)— Whether control acquired. See additional 
Related provisions and Definitions at end of s. 111. 


Pre-RSC History: Subsec. 111(5.4) added by 1980-81-82-83, c: 
140, subsec. 70(1), applicable. after November 12,1981... 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 
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Interpretation Bulletins: IT-302R3: Losses of a corporation — 
the effect that acquisitions of control, amalgamations, and wind- 
ings-up have on their deductibility — — after January 15, 1987. See 
also list at end of s. 111. 


I.T.. Technical, News: No. 7 (control. by a, group — 50/50 
arrangement). 


(5.5) Restriction — Where control of a corporation 
has been acquired by a person or group of persons 
and it may reasonably be considered that the main 
reason for the acquisition of control was to cause 
paragraph (4)(d) or subsection (5.1), (5.2) or (5.3) to 
apply with respect to the acquisition, 


(a) that provision and paragraph (4)(e), and 
(b) where that provision is paragraph (4)(d), para- 
graph (4)(c) 

shall not apply with respect to the acquisition. 


Related Provisions: 87(2.1)(b) — Determining loss after amal- 
gamation; 256(7)—(9) — Whether control acquired. 


Pre-RSC History: Subsec. 111(5.5) added by 1987, c. 46, subsec. 
40(6), applicable with respect to acquisitions of control occurring 
after January 15, 1987 other than acquisitions of control occurring 
before 1988, where the persons acquiring the control were obliged 
on that date to acquire the control pursuant to the terms of agree- 
ments in writing entered into on or before that date. 


Interpretation — “obliged to acquire or dispose of 
property or to acquire control of a corporation”: cad © 
46, s. 72 reads as follows: 


72. For the purposes of this Act, a person shall be canntitced 
not to be obliged either to acquire or dispose of property or to 
acquire control of a corporation, as the case may be, if the 
person may be excused from performing the obligation as a 
result of changes to the [Income Tax Act] affecting acquisi- — 
tions or dispositions of property or acquisitions of control of 
corporations. 


interpretation Bulletins: IT-302R3: Losses of a corporation — 
the effect that acquisitions of control, amalgamations, and wind- 
ings-up have on their deductibility — after January 15, 1987. See 
also list at end of s, 111. 


(6) Limitation — For the purposes of this: section 
and paragraph 53(1)(@), any loss of a taxpayer for a 
taxation year from a farming business shall, after the 
taxpayer disposes of the land.used.in that farming 
business and to the. extent that the amount.of the loss 
is required by paragraph 53(1)(i) to be added in com- 
puting the adjusted cost base to the taxpayer of the 
land immediately before the disposition, be deemed 
not to be a loss. 


(7) ldem — For the purposes. of this section, any 
loss of a taxpayer for a taxation year from a farming 
business shall, to the extent that the loss is included 
in the amount of any deduction permitted by section 
101 in computing the taxpayer’s income for any sub- 
sequent taxation year, be deemed not to be a loss of 
the taxpayer for the purpose of computing the tax- 
payer’s taxable income for that subsequent year or 
any taxation year subsequent thereto. 


(7.1) Effect of election by insurer under 
subsec. 138(9) in respect of 1975 taxation 
year — Where an insurer has made an election 
under subsection 138(9) in respect of its 1975. taxa- 
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tion year, for the purpose of determining the amount 
deductible in computing its taxable income for its 
1977 and subsequent taxation years in respect of the 
non-capital loss, if any, for the 1972 and each subse- 
quent taxation year ending before 1977, a portion of 
the non-capital loss for each such year equal to the 
lesser of 


(a) the portion of ie’ non-capital loss fii the year 
(determined without reference to this subsection) 
that would be deductible in computing the in- 
surer’s taxable income for its 1977 taxation year 
if the insurer had sufficient income for that year, 
and 


(b) the amount, if any, by which 
(i), its, .1975...branch. accounting election 
deficiency 

exceeds 
(ii) the total of 


(A) the amount determined under subpara- 
graph 138(4.1)(d)(ii) in agen of the 
insurer, 


(B) the total of all amounts each of which 
is an amount determined under paragraph 
13(22)(b) with respect to depreciable prop- 
erty of a prescribed class of the insurer, 
and 


(C) the total of all amounts each of which 
is the portion determined under this sub- 
section in respect-of the non-capital loss 
for a taxation year after 1971 and preced- 
ing the year 


shall, for the purposes. of this section, be deemed to 
have been deductible under this section in computing 
the insurer’s taxable income for a taxation year end- 
ing before 1977. 


Related Provisions: 111(7.11) — Definitions in 138(12) apply. 
See also Related provisions and Definitions at end of s. 111. 


Pre-RSC History: Subsec. 111(7.1) added by 1977-78, c. 1, sub- 
sec. 54(4), applicable to 1977 et seq. 


Interpretation Bulletins: See list at end of s. 111. 


(7.11) Application of subsec. 138(12) — The 
definitions in subsection ays apply to subsection 
(7.1). 


Origin of subsec. 111(7.11): R.S.C. 1985, c. 1 (5th Supp.) 
(formerly contained in the opening words of subsec. 138(12)). 


(7.2) Non-capital loss of life insurer — Not- 
withstanding paragraph (1)(a), in the case of a life 
insurer the amount deductible in computing its taxa- 
ble income for its 1978 and subsequent taxation 
years, 


(a) in respect of its non-capital loss for each taxa- 
tion year ending before 1977 shall be deemed to 
be nil; and 


S.°111(8) far 


(b) in respect of its non-capital loss for its 1977 
taxation year shall be deemed to be the amount, if 
any, by which 


(1) the amount: referred to in Coe 
138(4.2)(a)(iv) 


exceeds the total of 


(ii) the amount of the reserve determined. for 
the purpose of subparagraph 138(4.2)(a)(), 
(iii) in any case where subparagraph 
138(4. 2)(a)(it) applies, the total of amounts re- 
ferred to in that subparagraph, and 


(iv) in any case. where . sees MAK 
138(4.2)(a)(Gii) applies, the amount referred to 
in that subparagraph. 

Pre-RSC History: Subparas. 111(7.2)(b)(i) to (iv) substituted for 


subparas. 111(7.2)(b)(i) to (iii) by 1979, c. 5, s. 35, applicable to 
1978 et seq. 


Subsec. 111(7.2) substituted by 1977-78, c. 32, s: 28, applicable to 
1978 et seq. 


Subsec. .111(7.2) added by 1977-78, c..1, subsec. 54(4), applicable, 
to 1978 et seq. 


Interpretation Bulletins: See list at end of s. 111. 
(8) Definitions — In this section, 


“farm loss” of a taxpayer for a taxation year means 
the amount determined by the formula 


A-B-C 
where 
A is the lesser. of 
(a) the amount, if.any, by, which 
(i) the total of all amounts each of which is 
the taxpayer’s loss forthe’ year froma 
farming’ or fishing business - 
exceeds 


(ii) the total of all amounts each of which 
is the taxpayer’s income for the year from 
a farming or fishing business, and 

(b) the amount that would. be the taxpayer’s 
non-capital loss for the year if each of the 
amounts determined for C and D in the defini- 
tion “non- capital loss” in this subsection were 
‘Zero, 


Bis the amount, if any, by which any amount speci- 
fied by the taxpayer in the taxpayer’s election for 
the year under subsection 110:4(2) exceeds the 
amount that would be the taxpayer’s non-capital 
loss for the year if the amount determined for C 
in the definition “‘non-capital loss” in this subsec- 
tion were zero, and 


Cis the total of all amounts by which the farm loss 


of the. taxpayer for the. year is required to be re- 
duced because of section 80; 


Related Provisions: 31(1), (1.1) —Restricted farm loss; 
53(1)(i) — Addition to adjusted cost base of farmland; 80(3)(b) — 
Reduction in farm loss on debt forgiveness; 87(2.1)(a) — Amalga- 
mation — farm loss ‘cartied forward; 96(1) — Farm loss of partner; 
111(9) Farm loss where taxpayer not resident in Canada ; 
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119(8) — Averaging for farmers and _ fishermen — losses; 
127.52(1)(i)Gi)(B) — Calculation of previous year’s farm. loss for 
minimum tax purposes; 128.1(4)(f) — Farm loss: limitation on be- 
coming non-resident; 133(2) — Non-resident-owned investment 
corporations; 161(7) — Effect of carryback of loss; 248(1)“farm 
loss” — Definition applies to entire Act; 257 — Formula cannot 
calculate to less than zero. See additional Related provisions and 
Definitions at end of s. 111. ) 


History: The formula in the definition “farm loss” in subsec. 
111(8) amended to add C, and the description of C added, by 1995, 
c. 21, subsecs. 36(1), (2), applicable to taxation years that end after 
February 21, 1994. 


Pre-RSC History: The definition “farm loss” was para. 
111(8)(b.1). Descriptive subparagraphs have been replaced by the 
formula. The pre-R.S.C. version read: 


(b.1) “farm loss” — “farm loss” of a taxpayer for a taxation 
year means the amount, if any, by which the lesser of 


(i) the amount, if any, by which 


(A) the aggregate of all amounts each of which is his 
loss for the year from a farming or fishing business 


exceeds 


(B) the aggregate of all amounts each of which is his 
income for the year from a farming or fishing busi- 
ness, and 


(ti) the amount that would be the taxpayer’s non-capital 
loss for the year if paragraph (b) were read without ref- 
erence to subparagraphs (iii) and (iv) thereof 


exceeds 


(iii) the amount, if any, by which any amount specified by 
the taxpayer in his election for the year under subsection 
110.4(2) exceeds the amount that would be his non-capi- 
tal loss for the year if paragraph (b) were read without 
reference to subparagraph (iii) thereof; 


Para. 111(8)(b.1) added by 1984, c. 1, subsec. 54(5), applicable to 
1983 et seq. 


Interpretation Bulletins: IT-302R3: Losses of a corporation — 
the effect that acquisitions of control, amalgamations, and wind- 
ings-up have on their deductibility — after January 15, 1987; IT- 
322R: Farm losses. See also list at end of s. 111. 


“net capital loss’”’ of a taxpayer for a taxation year 
means the amount determined by the formula 


A-B+C-D 
where 


A. is the amount, if any, determined. under subpara- 
graph 3(b)(i1) in respect of the taxpayer for the 
year, 


B is the lesser of the total determined under subpar- 
agraph 3(b)(i) in respect of the taxpayer for the 
year and the amount determined for A in respect 
of the taxpayer for the year, 


C is the least of 


(a) the amount of the allowable business in- 
vestment losses of the taxpayer for the tax- 
payer’s seventh preceding taxation year, 


(b) the amount, if any, by which the amount 
of the non-capital loss of the taxpayer for the 
taxpayer’s seventh preceding taxation year ex- 
ceeds the total of all amounts in respect of that 
non-capital loss deducted in computing the 
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taxpayer’s taxable income or claimed by the 
taxpayer under paragraph 186(1)(c) or (d) for 
the year or for any preceding taxation year, 
and 

(c) where the taxpayer is a corporation the 
control of which was acquired by a person or 
group of persons before the end of the year 
and. after the end of the taxpayer’s seventh 
preceding taxation year, nil, and 


D is the total of all amounts by which the net capital 
loss of the taxpayer for the year is required to be 
reduced because of section 80; 


Related Provisions: 80(4)(b) — Reduction in net capital loss on 
debt forgiveness; 87(2.1)(a) — Amalgamation — net capital loss 
carried forward; 96(1) — Net capital loss of partner; 96(8)(b) — 
Loss of partnership that previously had only non-resident partners; 
96(8)(c) — Disposition of property by partnership that previously 
had only non-resident partners; 111(7.2) — Non-capital loss of life 
insurer; 111(9)— Net capital loss where taxpayer not resident in 
Canada; 127.52(1)()Gi)(B) — Calculation of previous year’s farm 
loss for minimum tax purposes; 128.1(4)(f) — Net capital loss limi- 
tation on becoming non-resident; 161(7) — Effect of carryback of 
loss; 248(1)“net capital. loss”. — Definition applies. to entire Act; 
256(7)—(9) — Whether control acquired; 257-— Formula cannot 
calculate to less than zero. See additional Related provisions and 
Definitions at end of s. 111. 


History: The definition “net capital loss” in subsec. 111(8) 
amended by 1995, c. 21, subsec. 36(3), applicable to taxation years 
that end after February 21, 1994. The definition formerly read: 


“net capital loss” of a taxpayer for a taxation year means the 
total of 


(a) the amount determined by the formula 
A= B. -; 
where 


A. is the amount, if any, determined under subparagraph 
3(b)(ii) in respect of the taxpayer for the year, and 


B _ is the total determined under subparagraph 3(b)(i) in 
respect of the taxpayer for the year, and 


(b) the amount that is equal to. the lesser. of 


(i) the amount of the allowable business investment 
losses of the taxpayer for the taxpayer’s seventh pre- 
ceding taxation year, and 


(ii) the amount, if any, by which the amount of the 
non-capital loss of the taxpayer for the taxpayer’s 
seventh preceding taxation year exceeds the total of 
amounts in respect of that non-capital loss deducted 
by the taxpayer in computing the taxpayer’s taxable 
income or claimed by the taxpayer under paragraph 
186(1)(c) or (d) for the year or for any preceding tax- 
- ation year 


except that where the taxpayer is a corporation the con- 
trol of which was acquired by a person or group of per- 
sons before the end of the year and after the end of the 
taxpayer’s seventh preceding taxation year, the amount 
determined under this paragraph in respect of the tax- 
payer for the year shall be deemed to be’ nil; 
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Pre-RSC History: The definition “net capital loss” was para. 
111(8)(a). Descriptive subparagraphs have been replaced by the 
formula. The pre-R.S.C. version read: 


(a) “net capital loss” of a taxpayer for a taxation year means 
the aggregate of 


(i) the amount, if any, by which 


(A) the amount, if any, determined under subpara- 
graph 3(b)(ii) in respect of the taxpayer for the year 


exceeds 


(B) the aggregate determined under subparagraph 
3(b)(i) in respect of the taxpayer for the year, and 


(ii) the amount that is equal to the lesser of 


(A) the amount of the allowable business investment 
losses of the taxpayer for his seventh preceding taxa- 
tion year, and 


(B) the amount, if any, by which the amount of the 
non-capital loss of the taxpayer for his seventh pre- 
ceding taxation year exceeds the aggregate of 
amounts in respect of that non-capital loss deducted 
by the taxpayer in computing his taxable income or 
claimed by him under paragraph 186(1)(c) or (d) for 
the year or for any preceding taxation year 


except that where the taxpayer is a corporation the con- 
trol of which was acquired by a person or group of per- 
sons before the end of the year and after the end of the 
taxpayer’s seventh preceding taxation year, the amount 
determined under this subparagraph in respect of the 
taxpayer for the year shall be deemed to be nil; 


Subpara. 111(8)(a)(i) substituted by 1987, c. 46, subsec. 40(7), to 
add “except that where the taxpayer is.a corporation the control of 
which was acquired by a person or group of persons before the end 
of the year and after the end of the taxpayer’s seventh preceding 
taxation year, the amount determined under this subparagraph in re- 
spect of the taxpayer for the year shall be deemed to be nil”, appli- 
cable to 1987 et seq. 


Subpara. 111(8)(a)G) substituted by 1986, c. 6, subsec. 59(3), appli- 
cable to 1985 et seg. except that subpara. 111(8)(a)() shall be read 
as follows for the 1985 taxation year: 


(i) the amount, if any, by which 


(A) the amount determined under subparagraph 3(e)(i) in 
respect of the taxpayer for the year 


exceeds 
(B) the least of 


(1) the amount determined under subparagraph 
3(e)(ii), 


(II) the amount.determined under subparagraph 
3(e)(ili), and 


(III) the amount determined under paragraph 3(d) 
_ in respect of the taxpayer for the year, and 
Subpara. 111(8)(a)(i) formerly read: 
(i) the amount, if any, by which 


(A) the amount determined under subparagraph 3(e)(i) in 
respect of the taxpayer for the year 


exceeds 
(B) the lesser of 


(I) the amount determined under subparagraph 
3(e)(i), and 


(II) the amount determined under paragraph 3(d) 


in respect of the taxpayer for the year, and 


S. 111(8) non 


Para. 111(8)(a) substituted by 1985, c. 45, subsec. 57(3), applicable 
to 1985 et seq. Para. 111(8)(a) formerly read: 


(a) “net capital loss” of a taxpayer for a taxation year means 
the amount, if any, by which 


(i) the amount determined under subparagraph 3(e)(i) in 
respect of the taxpayer for the taxation year 


exceeds 
Gi). the lesser of 


(A) the amount determined under subparagraph 
3(e)(1), and 


(B) the amount determined under paragraph 3(d) 
in respect of the taxpayer for the taxation year; 


Interpretation Bulletins: [T-302R3: Losses of a corporation — 
the effect that acquisitions of control, amalgamations, and wind- 
ings-up have on their deductibility — after January 15, 1987; IT- 
484R2: Business investment losses. See also list at end of s. 111. 


*non-capital loss’’ of a taxpayer for a taxation year 
means the amount determined by the formula 


(A +B) -(C+D+D.1 + D.2) 
where 
A is the amount determined by the formula 
E-—F 
where 


E. is the total of all amounts each of which is the 
taxpayer’s loss for the year from: an office, 
employment; business, or property, the. tax- 
payer’s allowable business investment loss for 
the year, an amount deducted under paragraph 
(1)(b) or section 110.6 in computing the tax- 
payer’s taxable income for the year or an 
amount that may be deducted under paragraph 
110(1)(d), (d.1), (d.2), (d.3), (, G) or (k), sec- 
tion 112 or subsection 113(1) or 138(6) in 
computing the taxpayer’s taxable income for 
the year [, and] 


F is the amount determined under paragraph 
3(c) in respect of the taxpayer for the year, 


B_ is the amount, if any, determined in respect of the 
taxpayer for the. year under section 110.5, 


C is any amount specified by the taxpayer in the 
taxpayer’s election for the year under subsection 
110.4(2), 


D is the amount that would be the taxpayer’s farm 
loss for the year,if the amount determined for B 
in the definition “farm loss” in this subsection 
were zero, 


D.1 is the total of all amounts deducted under sub- 
section (10) in respect of the taxpayer for the 
year, and 


D.2. is the total of all amounts by which the non-cap- 
ital.loss of the taxpayer for the year is required to 
be reduced because of section 80; 
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Related Provisions: 80(3)(a), 80(4)(a) — Reduction in non-capi- 
tal loss on debt forgiveness; 87(2.1)(a) — Amalgamation — non- 
capital loss carried forward; 96(1) — Non-capital loss of partner; 
96(8)(b), (c) — Loss of partnership that previously had only non- 
resident partners; 111(5.4) — Non-capital loss following change of 


Non-capital loss where taxpayer not resident in 
Canada; 111(10), (11) — Fuel tax rebate loss abatement; 119(8) — 
Averaging for farmers and fishermen — losses; 
127.52(1)(@)Gi)(B) — Calculation of previous year’s non-capital 
loss for minimum tax purposes; 128.1(4)(f) — Non-capital loss lim- 
itation on becoming non-resident; 161(7) — Effect of carryback of 


66. 


257 — Formula amounts cannot calculate to less than zero. See ad- 
ditional Related provisions and Definitions at end of s. 111. 


History: The first formula in the definition “non-capital loss” in 
subsec. 111(8) amended to add D.2, and the description of D.2 ad- 
ded, by 1995, c. 21, subsecs. 36(4), (5), applicable to taxation years 
that end after February 21, 1994. 


The description of E in the definition “non-capital loss” in subsec. 
111(8) amended by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 
49(1), applicable to 1991 et seq. That description formerly read: 


E is the total of all amounts each of which is the taxpayer’s 
loss for the year from an office, employment, business or 
property, the taxpayer’s allowable business investment 
loss for the year, an amount deducted under section 110.6 
or an amount deductible under paragraph 110(1)(d), 
(d.1), (d.2), (d.3), (D, G) or (k), section 112 or subsection 
113(1) or 138(6) in computing the geal § taxable. in- 
come for the year, and 


D.1 and its description in “non-capital loss” in subsec. 111(8) added 
by 1994, c. 7, Sch. VI (1992, c. 29), subsecs. 5(1) and (1.1), applica- 
ble to amounts received after 1991. 


Pre-RSC History: The definition “non-capital loss” was para. 
111(8)(b). Descriptive subparagraphs have been replaced by the 
formula. The pre-R.S.C. version read: 


(b) “non-capital loss” — “non-capital loss” of a taxpayer 
for a taxation year means the amount, if ao, by which the 
aggregate of 


(i) the amount, if any, by which 


(A) the aggregate of all amounts each of which is the 
taxpayer's loss for the year from an office, employ- 
ment, business or property, his allowable business 
investment loss for the year, an amount deducted 
under section 110.6: or an amount deductible under 
paragraph 110(1)(d), (d.1), (d.2), (d.3), (f), (j) or (k), 
section 112 or subsection 113(1) or 138(6) in com- 
puting his taxable income for the year 


exceeds 


(B) the amount determined under paragraph 3(c) in 
respect of the taxpayer for the year, and 


(ii) the amount, if any, determined in respect of the tax- 
payer for the year under section 110.5 


exceeds the aggregate of ' 


(iii) any amount specified by the taxpayer in his election 
for the year under subsection 110.4(2), 


(iv) the amount that would be his farm loss for the year if 
paragraph (b.1) were read without reference to subpara- 
graph (iii) thereof; 
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Cl. 111(8)(b)G)(A). substituted by 1988, c. 55, subsec: 83(8), appli- 
cable to 1988.et seg., except that 


(a) for the purpose of computing a aeibponatidhr s taxable income 
for a taxation year ending before July 1988, the amount of the 
corporation’s non-capital loss for another taxation year_ending 
after June 1988 shall be deemed to be the amount, if any, by 
which 


(i) the amount that would, but for this paragraph, be the 
non-capital loss for the other year, 


exceeds 
(ii). Ys of the lesser of 


(A) the amount deductible under para. 110(1)(k) in 
computing the corporation’s taxable income for the 
other year, and 


(B) the amount that would, but for this paragraph, be 
the non-capital loss for the other year; 


(b) for the purpose of computing a corporation’s taxable income 
for a taxation year ending after June 1988, the amount of the 
corporation’s non-capital loss for another taxation year ending 
before July 1988 shall be deemed to be the aggregate of 


(i) the amount that would, but for this paragraph, be the 
non-capital loss for the other year, and 


(ii) 1/4 of the lesser of 


(A) the amount deductible under para. 110(1)(k) in 
computing the corporation’s taxable income for the 
other year, and 


(B) the amount that would, but for this paragraph, be 
the non-capital loss for the other year; and 


(c) for the purpose of subsec. 111(3), the aggregate of all 
amounts each of which is an amount deducted in computing a 
corporation’s taxable income or an amount claimed under Part 
IV for a taxation year ending before July 1988 in respect of a 
non-capital loss for another taxation year ending after June 
1988 shall be deemed to be the aggregate of 


(1) all amounts so deducted or so claimed, and 
(ii) '/4 of the amount, if any, by which 

(A) all. the amounts. so deducted or so claimed 
exceeds 


(B) the amount, if any, by which the amount deductible 
for the year in respect of the non-capital loss exceeds “/s 
of the amount deductible under para. 110(1)(k) in com- 
puting the corporation’s taxable income for the other 
year. 


Cl. 111(8)(b)G)(A) formerly read: 


(A) the aggregate of all amounts each of which is the tax- 
payer’s loss for the year from an office, employment, busi- 
ness or property, his allowable business investment loss for 
the year or an amount deductible under paragraph 110(1)(d), 
(d.1), (d.2), (d.3), (f) or (j), section 110.6 or 112 or subsection 
113(1).or 138(6) in computing his taxable income for the year 


Cl. 111(8)(b)G@)(A) substituted by 1986, c. 6, subsec, 59(4), applica- 
ble to 1985 et seg. except that for the 1985 taxation es, cl. 
111(8)(b)G)(A) shall be read as follows: 


(A) the aggregate of all amountseach of which is the tax- 
payer’s loss for the year from an office, employment, busi- 
ness or property, his allowable business investment loss for 
the year, the amount determined under subparagraph 3(d)(ii) 
in respect of the taxpayer for the year or an amount deducti- 
ble under paragraph 110(1)(d), (d.1),, (d.2), (d.3), (f) or G), 
section 110.6 or 112 or subsection 113(1) or 138(6) in com- 
puting his taxable income for the year 


Cl. 111(8)(b)G)(A) formerly read: 


(A) the aggregate of all amounts each of which is the tax- 
payer’s loss for the year from an office, employment, busi- 
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ness or property, his allowable business investment loss. for 
the year, the amount determined under. subparagraph 3(d)(ii) 
in respect of the. taxpayer for the year or an amount deducti- 
ble under. paragraph 110(1)(d) or (f),; section 112 or subsec- 
tion 113(1) or 138(6) in computing his taxable income for the 
year 


All that portion of para. 111(8)(b) preceding subpara. (iii) substi- 
tuted by 1985, c. 45, subsec. 57(4), applicable to 1985 et seg. That 
portion formerly read: 


(b) “non-capital loss” of a taxpayer for a taxation year means 
the amount, if any, by which 


(i) the aggregate of all amounts each of which is the tax- 
payer’s loss for the year from an office, employment, 
business or property, his allowable business investment 
loss for the year, the amount determined under subpara- 
graph 3(d)(ii) in respect of the taxpayer for the yéar or an 
amount deductible under paragraph 110(1)(d) or (f), sec- 
‘tion-112 or subsection 113(1) or 138(6) in computing his 
taxable income for the year 


exceeds the aggregate of 


(ii) the amount determined under paragraph 3(c) in re- 
spect of the taxpayer for the year, 


Subpara. 111(8)(b)(i) substituted by 1984, c. 45, s. 36, to add refer- 
ence to. para. 110(1)(d), applicable to 1984 et seq. 


Para. 111(8)(b) substituted by 1984,.c. 1, subsec..54(5), applicable 
to 1982 ef seg. except that 


(a) in its application to the 1982 taxation year, the para. shall be 
read without reference to subparagraphs (iii) and (iv) thereof; 
and . 


(b) in its application to taxation years ending before October 
1983, the para. shall be read without reference to “the amount 
determined under subparagraph 3(d)(ii) in respect of the. tax- 
payer for the year’. 


Para. 111(8)(b) formerly read: 


(b) “non-capital loss” — “non-capital loss” of a taxpayer for 
a taxation year means the amount, if any, by which 


(i) the aggregate of all amounts each:of which is the tax- 
payer’s loss for the year from an office, employment, 

’ business or property, his allowable business investment: 
loss for the year, and all amounts deductible under sec- 
tion 112 or subsection 113(1) or 138(6) from the tax- 
payer’s income for the year 


exceeds 
(ii) the amount determined under paragraph 3(c); and 
Subpara. 111(8)(b)(i) substituted by 1977-78, c. 42, s. 7, applicable 
to 1978 et seq. Subpara. 111(8)(b)(i) formerly read: 


(i) the aggregate’ of all amounts each of which is the tax- 
payer’s loss for the year from an office, employment, busi- 
ness or property and all amounts deductible under section 112 
or subsection 113(1) or 138(6) from the taxpayer’s income 
for the year 


Subpara. 111(8)(b)G) substituted by 1977-78, c. 1, subsec. 54(5), 
applicable to 1972 et seq. 


Selected Cases [subsec. 111(8)“non-capital loss”): Taylor 
v. Canada, [1991] 1 C.T.C. 304 (FCA) (No carryforward of “non- 
capital loss of other years” incurred during non-residency). 


Interpretation Bulletins: IT-302R3: Losses of a corporation — 
the effect that acquisitions of control, amalgamations, and wind- 
ings-up have on their deductibility — after January 15, 1987; IT- 
484R2: Business investment losses. See also list at end of s. 111. 


‘“pre-1986 capital loss balance” of an individual for 
a particular taxation year means the amount deter- 
mined by the formula 


S. 111(8) pre 


(A + B) -(C + D+ E) 
where 


A is the total of all amounts each of which is an 
amount determined by the formula 


F-G 
where 


F is the individual’s net capital loss for a taxa- 
tion year ending before 1985, and 


G is the total of all amounts: claimed under this 
section by the individual in respect of that loss 
in computing the individual’s taxable. income 
for taxation years preceding the particular tax- 
ation year, and 


B is the amount determined by the formula 


H— I 
where 
H is the lesser of 


(a) the amount of the individual’s net capital 
loss for the 1985 taxation year, and 


(b) the amount, if any, by which the amount 
determined under subparagraph 3(e)(ii) of the 
Income Tax Act, chapter 148 of the Revised 
Statutes of Canada, 1952, in respect of the in- 
dividual for the 1985 taxation year exceeds 
the amount deductible by reason of paragraph 
3(e) of that Act in computing the individual’s 
taxable income for the 1985 taxation year, and 


I is the total.of all amounts claimed under this 
section by the individual in respect of the indi- 
vidual’s net capital loss for the 1985 taxation 
year in computing the individual’s taxable in- 
come for taxation years preceding the particu- 
lar taxation year, 


C is the total of all amounts deducted under section 
110.6 in computing the individual’s taxable in- 
come for taxation years preceding 1988, 


D is ¥4 of the total of all the amounts deducted 
under section 110.6 in computing the individual’s 
taxable. income for taxation years preceding the 
particular year and ending after 1987 and before 
1990, and 


E is 7% of the total of all the amounts deducted 
under section 110.6 in computing the individual’s 
taxable income for taxation years preceding the 
particular year and ending after 1989. 


Related Provisions: 161(7) — Effect of carryback of loss; 
257 — Formula amounts cannot calculate to less than zero. See ad- 
ditional Related provisions and Definitions at end of s. 111. 


History: The descriptions of G and I in “pre-1986 capital loss bal- 
ance” in subsec. 111(8) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsecs. 83(4), (5), applicable to the computation of taxable in- 
come for 1985 et seg. Those descriptions formerly read: 


Gis the total of all amounts deducted by the individual 
under this section in respect of that loss in computing the 
individual’s taxable income for taxation years preceding 
the particular taxation year, 


901 


S. 111(8) pre 


oo ere 


I is the total of all amounts deducted by the individual 
under this section in respect of the individual’s net capital 
loss for the 1985 taxation year in computing the individ- 
ual’s taxable income for taxation years preceding the par- 
ticular taxation year, 


Pre-RSC History: The definition “pre-1986 capital loss balance” 
was para. 111(8)(b.2). Descriptive subparagraphs have been re- 
placed by the formula. The pre-R.S.C. version read: 


(b.2) “pre-1986 capital loss balance” — “pre-1986 capital 
loss balance” of an individual for a particular taxation year 
means the amount, if any, by which the total of 


(i) the aggregate of all amounts each of which is the 
amount, if any, by which 


(A) his net capital loss for a taxation year ending 
before 1985 


exceeds 


(B) the aggregate of amounts deducted by him under 
this section in respect of that loss in computing his 
taxable income for taxation years preceding the par- 
ticular taxation year, and 


(ii) the amount, if any, by which the lesser of 


(A) the amount of his net capital loss for the 1985 
taxation year, and 


(B) the-amount, if any, by which the amount deter- 
mined under subparagraph 3(e)(ii) in respect of the 
individual forthe: 1985 taxation year exceeds the 
amount. deductible. by virtue of paragraph 3(e) in 
computing his taxable income for the 1985 taxation 
year 


exceeds 


(C) the aggregate of amounts deducted by him under 
this section in respect of his net capital loss for the 
1985 taxation year in computing his taxable income 
for taxation years preceding the particular taxation 
year, 


exceeds the total of 


(iii) the aggregate of amounts deducted under section 
110.6 in computing his taxable income for taxation years 
preceding 1988, 


(iv) % of the aggregate of amounts deducted under sec- 
tion 110.6 in computing his.taxable.income for taxation 
years preceding the particular year and ending after 
1987 and before 1990, and 


(v) % of the aggregate of amounts deducted under section 
110.6 in computing his taxable income for taxation years 
preceding the particular year and ending after 1989; and 


That portion of para. 111(8)(b.2) following cl. (11)(C) substituted by 
1988, c..55, subsec. 83(9), applicable to 1988 ef seq., except that 


(a) for the purpose of computing a corporation’s taxable income 
for a taxation year.ending before July 1988 the amount of the 
corporation’s non-capital loss for another taxation year ending 
after June 1988 shall be deemed to be the amount, if any, by 
which 


(i) the amount that would, but for this paragraph, be the 
non-capital loss for the other year, 


exceeds 
(ii) /s of the lesser of 


(A) the amount deductible under para. 110(1)(k) in 
computing the corporation’s taxable income for the 
other year, and 


(B) the amount that would, but for this paragraph, be 
the non-capital loss for the other year; 
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(b) for the purpose of computing a corporation’s taxable income 
for a taxation year ending after June 1988, the amount of the 
corporation’s non-capital loss for another taxation year ‘ending 
before July 1988 shall be deemed ‘to be the aggregate of 


(i) the amount that would, but for this paragraph, be the 
non-capital loss for the other year, and 


(ii) 44 of the lesser of 


(A) the amount deductible under para. 110(1)(k) in 
computing the corporation’s taxable income. for the 
other year, and 


(B) the amount that would, but for his haraateol be 
the non- capital loss for the other year; and 


(c) for the purpose of subsec. 111(3), the aggregate of all 
amounts each of which is an amount deducted in computing a 
corporation’s taxable income or an amount claimed under Part 
IV for a taxation year ending before July 1988 in respect of a 
non-capital loss for another taxation. year ending after June 
1988 shall be deemed to be the aggregate of 


(i) all amounts so deducted or so.claimed, and 
(11) /4.0f the.amount, if any, by which... 

(A) all the amounts so deducted or'so claimed 
exceeds 


(B) the amount, if any, by which the amount deductible 
for the year in respect of the non-capital loss exceeds “/s 
of the amount deductible under para. 110(1)(k) in com- 
. puting the corporation’s taxable income for the other 
year. . 
That portion of para. 111(8)(b.2) formerly read: 


exceeds the aggregate of amounts deducted, under section 
110.6 in computing his taxable income for taxation years pre- 
ceding the particular taxation year; and 


Para. 111(8)(b.2) added by 1986, c. 6, subsec. 59(5), applicable to 
1985 et seq. 


1.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952’). 


Interpretation Bulletins: IT-232R3: Losses — their deductibility 
in the loss year or in other years; IT-262R2: Losses of non-residents 
and: part-year residents. See also list at end of s.. 111. 


(9) Exception — In this section, a taxpayer’s non- 
capital loss, net capital loss, restricted farm loss, 
farm loss and limited partnership loss for a taxation 
year during which the taxpayer was not resident in 
Canada shall be determined as if 


(a) throughout the portion of the year referred to 
in paragraph 114(b), where section 114 applies to 
the taxpayer in respect of the year, and 


(b) throughout the year, in any other case, 


the taxpayer had no income other than. income. de- 
scribed in subparagraphs 115(1)(a)(1). to (vi),. the tax- 
payer’s only taxable capital gains and allowable cap- 
ital losses were taxable capital gains and allowable 
capital losses from the disposition of taxable Cana- 
dian property and the taxpayer’s only losses were al- 
lowable business investment losses and losses from 
duties of an office or employment performed by the 
taxpayer in Canada and businesses carried on by the 
taxpayer in Canada. 

Related Provisions: 80(1)“excluded. property”.— Properties to 
which debt forgiveness rules do not apply; 161(7) — Effect of car- 


ryback of loss. See additional Related provisions and Definitions at 
end of s. 111. 
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History: That portion of ‘subsec. 111(9). following para: (b) 
amended by 1994, c. 7, Sch. VIII (1993, c. 24), subsee. 49(2), appli- 
cable to 1991 et seg. and with respect to the computation of taxable 
income and taxable income earned in Canada for those Years. That 
portion formerly read: 


the taxpayer, had no income other.than income. described. in 
subparagraphs 115(1)(a)() to (vi), the taxpayer’s only taxable 
-, capital gains and allowable capital losses were taxable capital 
gains and allowable capital losses from the disposition of tax- 
able Canadian property and the taxpayer’s only losses were 
losses from businesses carried on by the taxpayer: in Canada. 


Pre-RSC History: Subsec. 111(9) was para. 111(8)(c). 


Para. 111(8)(c) amended by 1986, c. 55, subsec. 34(5), to substitute — 


“restricted farm loss, farm loss and limited partnership loss” for “re- 
stricted farm loss and farm loss”, applicable after February 25, 
1986. 


Para. 111(8)(c) substituted by 1984, c. 1, subsec. 54(5), applicable 
with respect to computation of taxable income for 1983 ef seq. and 
with respect to losses determined for 1983 et seg. Para. 111(8)(c) 
formerly ‘read: 


(c) reference in section 3— a reference to any amount de- 
- termined under any paragraph or subparagraph of section 3 
for a taxation year shall be read as a reference to, 


(i) in the case of a taxpayer to whom section ‘114 applies 
in respect.of the year, the amount determined under any 
such paragraph or subparagraph for the year for the pur- 
poses of section 114, and 

(11) in the case of a taxpayer who at no time in the year 
was resident in Canada, the amount determined under 
any such paragraph or subparagraph for the year for the 
purposes of section 115. 


Interpretation Bulletins: IT-262R2: Losses of non-residents and 
part-year residents; IT-393R2: Election re tax on rents and timber 
royalties — non-residents. 


(10) Fuel tax rebate loss abatement — Whine 
in a particular taxation year a taxpayer received an 
amount (in this subsection referred to as a “rebate’’) 
as a fuel tax rebate under subsection 68.4(2) or (3.1) 
of the Excise Tax Act, in computing’ the taxpayer’s 
non-capital loss for a taxation year (in this subsec- 
tion referred to as the “loss year’) that is one of the 7 
taxation years preceding the particular han there 
shall be deducted the: lesser -of - : 


(a) the amount determined by the formula 


10 (A-—B)-C 
where 


A. is the total of all rebates received by the tax- 
payer in the particular year, 


B is the total of all amounts, in respect of rebates 
received by the taxpayer in the particular year, 
repaid by the taxpayer under subsection 
68.4(7). of that Act, and 


C is the total of all amounts, in Faupect of rebates 
received in the particular year, deducted under 
this subsection in computing the taxpayer’s 
non-capital losses for other taxation years; and 


(b) such amount as the taxpayer claims, not ex- 
ceeding that portion of the taxpayer’s non-capital 
loss for the loss year (determined without refer- 
ence to this subsection) that would be deductible 
in computing the taxpayer’s taxable income: for 
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the particular year if the taxpayer had sufficient 

income for the particular year from businesses 

carried on by the taxpayer in the particular year. 
Related Provisions: 12(1)(x.1) — Income inclusion — fuel tax 
rebates; 111(8)“non-capital loss”’D.1 — Claim under 111(10) 
reduces non-capital loss; 111(11) — Fuel tax rebate loss abate- 
ment — partnerships; 257 — Formula cannot calculate to less than 
zero. 


History: That portion of subsec. 111(10) before para. (b) amended 
by 1997, c. 26, subsec. 84(1), applicable to 1997 et seg. That por- 
tion formerly read: 
(10) Where, in a particular taxation year, a taxpayer received 
an amount (in this subsection referred to as a “rebate’”’) as a 
fuel tax, rebate under subsection 68.4(2) of the Excise Tax 
Act, in computing the amount of the taxpayer’s non-capital 
loss for a taxation year (in this subsection referred to as the 
“loss year”) that is one of the 7 taxation years preceding the 
particular year, there shall be deducted the lesser of 
(a) the amount, if any, by which 
(1) 10 times the amount, if any, by which 
(A) the total of all rebates received by the tax- 
payer in the particular year 
exceeds 
(B) the total of all amounts, in respect of rebates 
received by the taxpayer in the particular year, 
repaid by the taxpayer under subsection 68.4(7) 
of that Act 
exceeds 


(ii) the total of all amounts, in respect of rebates re- 
ceived in the particular year, deducted under. this 
subsection in computing the taxpayer’s non-capital 
losses for other taxation years, and 


Subsec. 111(10) added by 1994, c. 7, Sch. VI (1992, c. 29), subsec. 
5(2), applicable to amounts received after 1991 (originally added. as 
subsec. (9) before R.S.C..1985 (Sth Supp.) consolidation). 


Interpretation Bulletins: IT-232R3: Losses — their deductibility 
in the loss year or in other years. 


(11) Fuel tax rebate — partnerships — Where a 
taxpayer was'a member of a partnership at any time 
in a fiscal period of the partnership during which it 
received a fuel tax rebate under subsection 68:4(2), 
(3) or (3.1) of the Excise Tax Act, the taxpayer is 
deemed 


(a) to have received at that time as a rebate under 
subsection 68.4(2), (3) or (3.1), as the case may 
be, of that Act an amount equal to that proportion 
of the amount of the rebate received by the part- 
nership that the member’s share of the partner- 
ship’s income or loss for that fiscal period is of 
the whole of that income or loss, determined 
without reference to any rebate under section 
68.4 of that Act; and 


(b) to have paid as a repayment under subsection 
68.4(7) of that Act an amount equal to that pro- 
portion of all amounts repaid under subsection 
68.4(7) of that Act in respect of the rebate that 
the member’s share of the partnership’s income 
or loss for that fiscal period is of the whole of 
that income or loss, determined without reference 
to any rebate under section 68.4 of that Act. 


Related Provisions: 12(1)(x.1) — Income inclusion — fuel tax 
rebates. 
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History: That portion of subsec. 111(11) before para. (b) amended 
by 1997, c. 26, subsec. 84(2), applicable to 1997 et seg. That por- 
tion formerly read: 


(11) ldem — partnerships — Where a taxpayer was a mem- 
ber of a partnership at any time in a fiscal period during 
which.the partnership received a fuel tax rebate under subsec- 
tion 68.4(2) or (3) of the Excise Tax.Act, the taxpayer is 
deemed a , 


(a) to have received at that time as a rebate under subsec- 
tion 68.4(2) or (3), as the case may be, of that Act an 
amount equal to that proportion of the amount of the re- 
bate received by the partnership that the member’s share 
of the partnership’s income or loss for that fiscal period 
is of the whole of that income or loss, determined without 
reference to any rebate under section 68.4 of that Act; 
and 


Subsec. 111(11) added by 1994, c. 7, Sch. VI (1992, c. 29), subsec. 
5(2), applicable to amounts received after 1991 (originally added as 
subsec. (10) before R.S.C. 1985 (5th Supp.) consolidation). 


Related Provisions [s. 111]: 31(1) — Loss from farming where 
chief source of income not farming; 66.8(1) — Resource expenses 
of limited partner; 87(2.1) — Non-capital loss, net capital loss, re- 
stricted farm loss and farm loss of predecessor corporation ; 
87(2.11) — Losses, etc., on amalgamation with subsidiary wholly- 
owned corporation; 88.1 — Non-capital loss, net capital loss, re- 
stricted farm loss, and farm loss of, subsidiary; 96(2.2) — At-risk 
amount; 104(21) — Portion of taxable capital gains deemed gain of 
beneficiary; 111.1 — Ordering of applying proyisions; 127.52(1) — 
Adjusted taxable income determined; 128(1)(g), 128(2)(g) — 
Where corporation or individual is bankrupt; 152(1.1)-(1.3) — De- 
termination of losses; 152(6) — Reassessment; 164(6) — Where 
disposition of property by legal representative of deceased taxpayer; 
256(8) — Deemed acquisition of shares. 


Definitions [s. 111]: “acquired” “active busi- 
ness” — 248(1); “adjusted cost base” — 54, 248(1); “allowable 
business investment loss” — 38(c), 248(1); “allowable capital 
loss” — 38(b), 248(1); “amount” — 248(1); “arm’s length” — 
251(1); “assessment”, “business” — 248(1); “Canada” — 255; “Ca- 
nadian development expense” — 66.2(5), 248(1); “Canadian explo- 
ration expense” — 66.1(6), 248(1); “Canadian oil and gas property 


expense” — 66.4(5), 248(1); “capital loss” — 39(1)(b), 248(1); 
“capital property” — 54, 248(1); “carrying on. business”. — 253; 
“control” — 256(7)-(9); “corporation” — 248(1), Interpretation 


Act 35(1); “cumulative eligible capital” — 14(5), 248(1); “deprecia- 
ble property” — 13(21), 248(1); “eligible capital property” — 54, 
248(1); “employment”, “farming” — 248(1); “farm loss” — 111(8), 
248(1); “fiscal period” — 249(2)(b), 249.1; “fishing” — 248(1); 
“foreign exploration and development expenses” — 66(15), 248(1); 
“individual”, “insurer” — 248(1); “investment tax. credit’ — 
127(9), 248(1);. “life insurer” — 248(1); “limited partner” — 
96(2.4); “limited partnership loss” — 96(2.1)(e), 248(1); ““Minis- 
ter” — 248(1); “net capital loss” — 111(8), 248(1); “1975 branch 
accounting election deficiency” — 111(7.11), 138(12); “non-capital 
loss” — 111(8), 248(1); “office”, “person”, “prescribed”, “prop- 
erty’, “regulation” — 248(1); “resident in Canada’? — 250; “re- 
stricted farm loss” —.31, 248(1); “tax payable” — 248(2); “taxable 
capital gain” — 38, 248(1); “taxable income” — 2(2), 248(1); “tax 
ation year” — 249; “taxpayer” — 248(1); 
cost” — 13(21), 248(1). 

Interpretation Bulletins [s. 111]: IT-171R2: Non-resident indi- 
viduals — computation of taxable income earned in Canada and 
non-refundable tax credits; IT-322R: Farm losses; IT-381R3: 
Trusts — capital gains and losses and the flow-through of taxable 
capital gains to beneficiaries; [T-474R: Amalgamations of Canadian 
corporations; IT-478R: CCA — recapture and terminal loss. 


111.1 Order of applying provisions — In com- 
puting the taxable income of an individual for a taxa- 


“undepreciated capital | 
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plied in the following order: subsection 110.4(2) and | 
sections 110, 111, 110.6 and 110.7.» | 


Pre-RSC History: S. 111.1 substituted by. 1988, c. 55, s; 84, 
applicable to 1987 et seq., except that for the 1987 taxation year the 
reference to “subsection 110.4(2) and sections 110, 111, 110.6 and 
110.7” shall be read as “subsection 110.4(2), sections 109, 110.1, 
110.2, 110, 110.3, 111, 110.6 and 110.7 and SuUDSECHON 110. 4(1)”. ) 

| 


t 
i 
| 
' 
tion year, the provisions of this Division shall be ap- 
' 
| 


S. 111.1 formerly read: 


111.1 Order of applying provision — In computing the tax- 
able income of an individual for a taxation year, the, provi-:; 
sions of this division shall be applied in the following order: _ 
subsection 110.4(2), sections 109, 110.1, 110.2, 110, 110-359 
111 and 110.6 and subsection 110.4(1). 


S. 111.1 amended by 1986, c. 6, s. 60, applicable to 1985 et seq. to 
substitute “111 and 110.6 and subsection 110.4(1)” for “and 111 
and subsection 110.4(1)”. 


S..111.1 substituted by 1984, c. 1,.s. 55, applicable to » 1983 et seq. 
S. 111.1 formerly read: 


111.1 Ordering — In computing the taxable income of an in- 
dividual for a taxation year, the provisions of this Division 
shall be applied in the following order: section 109,-110.1, 
110.2 and 110. 


S..111.1 added by 1974-75-76, c. 26, s. 71, applicable to 1975 et 
Seq. 

Definitions [s. 111.1]: “individual” — 248(1); 
come” — 2(2), 248(1); “taxation year” — 249. 
Interpretation Bulletins: IT- 232R3: Losses — their deductibility 


in the loss year or in other years; IT-523: Order of provisions appli- 
cable in computing an individual’s taxable income and tax payable. 


“taxable ie 


112. (1) Deduction of taxable dividends 
received by corporation resident in Can- 
ada — Where a corporation in a taxation year has 
received a taxable dividend from ° 


(a) a taxable Canadian corporation, or 


(b) a corporation resident in Canada (other than a 

non-resident-owned. investment corporation, or a 

corporation exempt from. tax under this, Part) and 
controlled by it, 


an amount equal to the dividend may. be dedhibtdd 
from the income of the receiving corporation for the 
year for the purpose of computing its taxable 
income. 


Related Provisions: 55(2) — Capital gains stripping; 112(2) — 
Dividends received from non-resident corporation; 
112(2.1)-(2.6) — Where no deduction permitted; 112(3)-(3.32) — 
Denial of capital loss on share where intercorporate dividend previ- 
ously paid; 112(4)-(4.3) — Loss on share held.as inventory ; 
112(5.2)B(b)G), Gi) — Adjustment for dividends received on mark- 
to-market property; 115(1)(d.1) — Deduction from income of non- 
resident; 137(5.2) — Credit union — allocations of taxable divi- 
dends and capital gains; 138(6) — Life insurer; 186(1) — Tax paya- 
ble on.certain taxable. dividends; .186(3)“assessable. dividend” — 
Part IV ‘tax; 219(1)(b) — Branch tax on non-resident. corporations. 
See additional Related provisions and Definitions at end of s. 112. 


Pre-RSC History: Para. 112(1)(b) substituted by 1980-8 1-82-83, 
c. 140, subsec. 71(1), to add reference to the words “or a corpora- 
tion exempt from tax under this Part” applicable with respect to div- 
idends received after November 12, 1981. 


Interpretation Bulletins: IT-88R2: Stock dividends; IT-98R2: 
Investment corporations; IT-269R3: Part IV’ tax: on dividends re- 
ceived by a private corporation or a subject corporation; IT-328R3: 
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Losses on, shares on which dividends have been received; IT- 
385R2; Disposition of an income interest in a trust; IT-524: 
Trusts — flow- through of taxable dividends to a beneficiary — af- 
ter 1987. 


Information Circulars: 88-2, para. 13: General anti-avoidance 
rule — section 245 of the Income Tax Act. 


Advance Tax Ruling: ATR-16: Inter- “company dividends and in- 
terest expense; ATR-18: Term preferred shares; ATR-22R: Estate 
freeze using share exchange; ATR-27: Exchange and acquisition of 
interests in capital properties through rollovers and winding-up 
(“butterfly”); ATR-32: Rollover of fixed assets from Opco into 
Holdco; ATR-35: Partitioning of assets to get specific ownership — 
“butterfly”; ATR-46: Financial difficulty; ATR-57:. Transfer of 
property, for estate planning purposes; ATR-58: Divisive 
reorganization. 


(2) Dividends received from non-resident 
corporation — Where a taxpayer that is a corpora- 
tion has, in a taxation year, received a dividend from 
a corporation (other than a foreign affiliate of the 
taxpayer) that was taxable under subsection 2(3) for 
the year and that has, throughout the period from 
June 18, 1971 to the time when the dividend was re- 
ceived, carried on a business in Canada through a 
permanent establishment as defined by regulation, an 
amount equal to that proportion of the dividend that 
the paying corporation’s taxable income earned in 
Canada for the immediately preceding year is of the 
whole of the amount that its taxable income for that 
year would have been if it had been resident in Can- 
ada throughout that year, may be deducted from the 
income of the receiving corporation for the taxation 
year for the purpose of computing its taxable 
income. 

Related Provisions: 55(2)—Capital gains stripping; 
112(2.1)-(2.6) — Where no deduction permitted; 112(5.2)B(b)(), 
(ii) — Adjustment for dividends received on mark-to-market prop- 
erty; 113(1) — Deduction for dividend from foreign affiliate; 
115(1)(d.1) — Deduction from income of non-resident; 137(5.2) — 
Credit union — allocations of taxable dividends and capital gains; 
186(3)“assessable dividend” — Part IV tax; 247(1) — Dividend 
stripping. See additional Related provisions and Definitions at end 
of s. 112. 


Pre-RSC History: Subsec. 112(2) substituted by 1974-75-76, c. 
26, subsec. 72(1), applicable to 1972 et seg. 


Regulations: 400(2) (meaning of “permanent establishment” until 
April 26, 1989); 8201 (meaning of “permanent establishment” ef- 
fective 10:00 p.m., April 26, 1989). 


(2.1) Where no deduction permitted — No de- 
duction may be made under subsection (1) or (2) in 
computing the taxable income of a specified finan- 
cial institution in respect of a dividend received by it 
on a share that was, at the time the dividend was 
paid, a term preferred share, other than a dividend 
paid on a share of the capital stock of a corporation 
that was not acquired in the ordinary course of the 
business carried on by the institution, and for the 
purposes of this subsection, where a restricted finan- 
cial institution received the dividend on a share of 
the capital stock of a mutual fund corporation or an 
investment corporation at any time after that mutual 
fund corporation or investment corporation has 
elected pursuant to subsection 131(10) not to be a re- 
stricted financial institution, the share shall be 


S.. 112(2.1) 


deemed to be a term preferred share acquired in the 
ordinary course of business. 


Related Provisions: 84(4.2) — Deemed dividend where paid-up 
capital of term preferred share reduced; 191(4) — Subsection 
112(2.1) deemed not to apply; 248(1) — “amount” of a stock divi- 
dend; 248(14) — Specified financial institution — corporations 
deemed related; 258(2) — Deemed dividend on term preferred 
share. See additional Related provisions and Definitions at end of s. 
112. 


Pre-RSC History: Subsec. 112(2.1) substituted by 1988, c. 55, 
subsec. 85(1), applicable with respect to dividends received after 
June 18, 1987. Subsec. 112(2.1) formerly read: 


(2.1) Where no deduction permitted — No deduction may 
be made under subsection (1) or (2) in computing the taxable 
income of a particular corporation (in this section and sec- 
tions 248 and 258 referred to as a “specified financial institu- 
tion”) that is 


(a) a corporation described in any of paragraphs 39(5)(b) 
to (f), 


(b) a corporation that is controlled by one or more corpo- 
rations described in paragraph (a), or 


(c).a corporation associated with a corporation described 

in paragraph (a) or (b), 
in respect of a dividend received by. the specified financial 
institution on a share that was, at the time the dividend was 
paid, a term preferred share, other than a dividend paid on a 
share of the capital stock of a corporation that was not ac- 
quired in the ordinary course of the business carried on by the 
institution. fie 


Para. 112(2.1)(a)-amended by 1985, c. 45, s. 58, to delete “or an 
insurance corporation”: which followed the words “paragraphs 
39(5)(b) to (f)” 


Subsec. 112(2.1) substituted by 1980-81-82-83, c. 48, subsec. 61(1), 
applicable with respect to dividends received after November 16, 
1978 except that, with respect to dividends received by an insurance 
corporation (other than a life insurance corporation), it is applicable 
with respect to dividends received on shares acquired after October 
23, 1979 and with respect to dividends received by a corporation 
described in para. 112(2.1)(c) but not in para. 112(2:1)(a) or (b), it is 
applicable with respect to dividends received on shares acquired af- 
ter December 11, 1979. Subsec, 112(2.1) formerly read: 


(2.1) No deduction may be made under subsection (1) or (2) 
in computing the taxable income of a particular corporation 
that is 


(a) a corporation described in any of paragraphs 39(5)(b) 
to (f) or an insurance corporation, 


(b) a corporation in which a corporation described in par- 
agraph (a) has an equity percentage (within the meaning 
that would be assigned by paragraph 95(4)(b) if 


(1) the rules in paragraph 94(1)(d) were applicable to 
all trusts, wherever resident, and 


(ii) the references in subparagraph 95(4)(a)(i) to 
“number of shares” and “number of issued shares” 
were read as references to “number of issued shares 
other than shares that were not term preferred shares 
on November 17, 1978, but would have been term 
preferred shares on that day, had they not been is- 
sued before that day, or that are not term preferred 
shares. by reason of having been issued pursuant to 
an agreement in writing made before November 17, 
1978 and, in either case, that were issued in a trans- 
action between persons dealing at arm’s length”) 


of not less than 10%, or 


(c) a corporation whose principal business is the owner- 
ship of shares, and that is or would be, if all corporations 
described in paragraphs (a) and (b) were members of a 
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related group, controlled by a related group of corpora- 
tions described in paragraph (a) or (b), 


in respect of a dividend received on a term preferred:share by 
the particular: corporation other than a dividend paid on a 
share of the capital stock of a corporation that was not ac- 
quired in the ordinary course of the business carried on by. the 
particular corporation. 


Subsec. 112(2:1) added by 1979, c. 5, s..36, subsec. 112(2.1), appli- 
cable in respect of dividends received after November 16, 1978 ex- 
cept that, in its application to dividends received. by an insurance 
corporation, (other than a life insurance corporation) it is applicable 
only in respect of dividends received on shares acquired after Octo- 
ber’23," 1979: 


Interpretation Bulletins: IT-52R4: Income bonds and income 
debentures; IT-88R2: Stock dividends. 


Advance Tax Ruling: ATR-10: Issue of term preferred’ shares; 
ATR-16: Inter-company dividends and interest expense; ATR-18: 
Term preferred shares; ATR-46: Financial difficulty. 


(2.2) Idem — No deduction may be made under 
subsection (1), (2) or 138(6) in computing the taxa- 
ble income of a particular corporation in respect of a 
dividend received on a share of the capital stock of a 
corporation that was issued after 8:00 p.m. Eastern 
Daylight Saving Time, June 18, 1987 where a person 
or partnership (other than the issuer of the share or 
an individual other than a trust) that is a specified 
financial institution, or a specified. person in relation 
to any such institution was, at or immediately before 
the time the dividend was paid; obligated, either ab- 
solutely or contingently and either immediately or in 
the future, to effect any undertaking (in this subsec- 
tion referred to as a “guarantee agreement’), includ- 
ing any’ guarantee, covenant or agreement to 
purchase or repurchase the share and including the 
lending of funds to or the placing of amounts on de- 
posit with, or on behalf of, the particular corporation 
or any specified person in relation to the particular 
corporation given to ensure that 


(a) any loss that the particular corporation or a 
specified person in relation to the particular cor- 
poration may sustain by reason of the ownership, 
holding or disposition of the share or any other 
property is limited in any respect, or 
(b) the particular corporation or a specified per- 
son in relation to the particular corporation will 
derive earnings by reason of the ownership, hold- 
ing or disposition of the share or any other 
property, 
and the guarantee agreement was given as part of a 
transaction or event or a series of transactions or 
events that included the issuance of the share, except 
that this subsection does not apply to a dividend re- 
ceived on 


(c) a share that was at the time the dividend was 
received a share described in paragraph (e) of the 
definition “term preferred share” in subsection 
248(1) during the applicable time period referred 
to in that paragraph, 


(d) a grandfathered share, a taxable preferred 
share issued before December 16, 1987 or a pre- 
scribed share, or 
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(e) a taxable preferred share issued after Decem- 
ber 15, 1987 and of a class of the capital stock of 
a corporation that is listed on a prescribed stock 
exchange where all guarantee agreements in re- 
spect of the share were given by the issuer of the 
share, by one or more persons that would be re- 
lated to the issuer if this Act were read without 
reference to paragraph 251(5)(b) or by the issuer 
and one or more such persons unless at the time 
the dividend is received the shareholder or the 
shareholder and specified persons in relation to 
the shareholder receive dividends in respect of 
more than 10 per cent of the issued and outstand- 
ing shares to which the guarantee agreement 
applies, : | 


and for the purposes of this subsection 


(f) where a guarantee agreement in respect of a 
share is given at any particular time after 8:00 
p.m. Eastern Daylight Saving Time, June 18, 
1987, otherwise than pursuant to.a written ar- 
rangement to do so entered into before 8:00 p.m. 
Eastern Daylight Saving Time, June 18, 1987, the 
share shall be deemed to have been issued at the 
particular time and the guarantee agreement shall 
be deemed to have been given as part of a series 
of transactions that included the issuance of the 
share, and 


(g) “specified person” has the meaning assigned 
by paragraph (h) of the definition. “taxable. pre- 
ferred share’’ in subsection 248(1). 


Related Provisions: 84(4.3) — Deemed dividend where paid-up 
capital of guaranteed share reduced; 87(4.2) — Amalgamations; 
248(1) — “amount” of a stock dividend; 248(10) — Series of trans- 
actions; ,248(14) — Specified financial institution — corporations 
deemed related; 258(3) — Deemed interest on preferred shares. See 
additional Related provisions and Definitions at end of s. 112. 


Pre-RSC History: Subsec. 112(2.2) substituted by 1988, c. 55, 
subsec. 85(2), applicable with respect to dividends received on 
shares (other than grandfathered shares) issued after 8 p.m. EDST, 
June 18, 1987 and on shares deemed by para. 112(2.2)(f) to have 
been issued after 8 p.m. EDST, June 18, 1987. Subsec. 112(2.2) for- 
merly read: 


(2.2) Idem — No deduction may be made under subsection 
(1) or (2) in computing the taxable income of.a particular cor- 
poration in respect of a dividend received on a share of the . 
capital stock of a corporation that was acquired after October 
23, 1979, if a person (other than the issuer of the share) that is 
a specified financial institution or a person related thereto or a: 
partnership or trust of which any such institution or a person 
related thereto is a member or beneficiary was obligated, ei- 
ther absolutely or contingently and either at or after the’ time 
the dividend was paid, to effect any. undertaking (in this sub- 
section referred to.as a “guarantee agreement’), including any 
guarantee, covenant. or agreement to purchase er repurchase - 
the share, given to ensure that 


(a) any loss that the particular corporation or any partner- 
ship or trust of which the. particular corporation is a 
member or a beneficiary may sustain by virtue of the 
ownership, holding or disposition of the share is limited 
in any respect, or 


(b) the particular corporation or any partnership or trust 
of which it is a member or a beneficiary will derive earn- 
ings by virtue of the ownership, holding or disposition of 
the share, 
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except that this subsection does not enue to a dividend re- 
ceived on . 


(c) a share described in paragraph (e) ae the definition 
“term preferred share’’ in subsection, 248(1), 


(d) a share listed on a prescribed stock exchange in Can- 
ada that was issued after April 21, 1980 by,, 


(i) a corporation described in paragraph (2.1)(a), or 


(11) a corporation that would be associated with a cor- 
poration referred to in subparagraph (i) if this Act 
were read: without reference: to paragraph 251(5)(b), 


‘where all guarantee’ agreements in respect of the share ’' 
were given by the issuer of the share, by one or more » 
persons that would be associated with the issuer if this 
Act were read without reference to paragraph 251(5)(b) 

'_ or. by the issuer and one or more such persons, 


(e) a share that is listed ona prescribed stock exchange in 

Canada and was issued before April 22,. 1980 by a corpo- 

ration described in any of paragraphs 39(5)(b) to (f) or by 
_ a corporation associated with any such corporation, or 


(f) [Repealed] 
(g) a share that is.a prescribed Bean 


Para. 112(2.2)(f) repealed by: 1986, c. 6, subsec. 61(1), applicable 
with respect to, shares issued. after May 23, 1985 other than shares 
issued pursuant to an agreement in writing entered into on or before 
May 23, 1985 and shares distributed to the public in accordance 
with the terms of a prospectus, preliminary prospectus or registra- 
tion statement filed before May 24, 1985 with a public authority in 
Canada pursuant to and in accordance with the securities legislation 
of.Canada or of any province and, where required by fiw, accepted 
for filing by such authority. Para. 112(2.2)(f)- formerly read: 


(f) a share owned, at the time the dividend was paid, by a 
specified’ financial institution that acquired the share in the 
‘ordinary course of its business, or 
Para. 112(2. 2\(g) added by 1980-81-82-83, c. 140, subsec. '71(2), 
applicable with bisners to pea ‘ceived after October 23, 
1979, 


Subsec. 112(2.2) substituted ty 1980-8 1-82:83, c248; subsec.'61(1). 


By 1980-81-82-83, c. 48, subsec. 61(3), subsee::112(2.2) is applica- 


ble after. October 23, 1979, Subsec. 112(2.2) formerly read: - 


(2.2) No deduction may be made under’subsection (1) or (2) 
in computing the taxable income of a particular corporation 
(other than~a corporation described in any of paragraphs 
(2.1)(a) to (c)) in respect of a dividend on.a-share of the capi- 
tal stock:of a corporation that was acquired after October 23, 
1979 if a corporation described in any of paragraphs (2.1)(a) 
to (c) or a person related thereto, or a partnership or trust of 
which any such corporation or a person related thereto is ‘a 
member or beneficiary, as the case may be, is or may be re- 
quired to » 


(a) acquire the share at any time, or 


(b) provide any form of guarantee, security or covenant 
providing protection with respect to the share. 


Subsec. 112(2:2). added by 1979, c. 5, s, 36, subsec: 112(2.1), appli- | 


cable in respect of dividends received after November 16, 1978 ex- 
cept ‘that, in its application to dividends received by an insurance 
corporation, (other than a life insurance corporation) it is applicable 
only in respect of dividends received on shares acquired after Octo- 
ber 23, 1979. 


Regulations: 3200 (prescribed stock exchange); 6201(3) (pre- 
scribed share for 112(2.2)(g)); 6201(8) (prescribed share for 
112(2.2)(d)). | 

Advance Tax Ruling: ATR-16; Inter-company dividends and in- 
terest expense; ATR-46: Financial difficulty. 


(2.3), idem — No deduction may be made under 
subsection (1) or (2) or 138(6) in computing the tax- 


S. 112(2.4)(b)@ 


able income of a particular corporation in respect of 
a dividend received on a share of the capital stock of 
a corporation as part of a dividend rental arrange- 
ment of the particular corporation. 

Related Provisions: 248(1)“dividend rental arrangement”(c) — 
Dividend rental arrangement includes arrangement where 112(2.3) 
applies; 260(6.1) — Deductible amount under securities lending ar- 


rangement, See additional Related provisions and Definitions at end 
OPS. tlz 


Pre-RSC History: Subsec. 112(2.3) added by 1990, C739 Sh)" 
applicable with respect to dividends received at any time by. a cor- 
poration on,shares acquired before that time and after April 1989. 


Advance Tax Ruling: ATR-16: ee eae dividends and in- 
terest expense.» 


Pre-RSC History [former subsec. 412(2.3)}: Former ‘subsec. 
112(2.3) repealed by 1988, c. 55, subsec. 85(3), applicable. with re- 
spect to dividends received.on short-term preferred shares (other 
than grandfathered shares) issued after 8 p.m. EDST, June 18, 1987. 
Subsec. 112(2. 3) formerly read:, 


(2.3). ldem — No deduction may. be made under subsection 

(1) or (2) in computing the taxable income of a particular cor- 

poration in respect of a dividend received by it on a share that 
was, at the time the dividend was paid, a short-term preferred. 

share of a corporation unless, at the time the dividend was 

paid, the corporation was not dealing at arm’s length with the 

particular corporation (otherwise than by virtue of a right Te- 
- ferred to in paragraph 251(5)(b)). 


Subsec. 112(2.3) added by 1980-81-82-83, c. 140, subsec. 71(3), 
applicable with respect to dividends received after November 12, 
1981. 


(2.4) Where no deduction permitted — No de- 
duction may be made under subsection (1). or (2) or 
subsection 138(6) in computing the taxable income 
of a particular corporation in respect of a dividend 
received on.a share (in this subsection referred to as 
the “subject share”), other than an. exempt share, of 
the capital stock of another corporation, where 


(a) any person or partnership was obligated, e1- 
ther absolutely or contingently, to effect an un- 
dertaking, including any guarantee, covenant or 
agreement to purchase or repurchase the subject 
share, under which an investor is entitled, either 
immediately or in the future, to receive or obtain 
any amount or benefit for the purpose of reducing 
the impact, in whole or in part, of any loss that an 
investor may sustain by virtue of the ownership, 
holding or disposition of the subject share, and 
any property is used, in whole or in part, either 
directly or indirectly in any manner whatever, to 
secure the undertaking; or 


(b) the consideration for which the subject share 
was issued or any other property received, either 
directly or indirectly, by an issuer from an inves- 
tor, or any property substituted therefor, is or in- 
cludes 


(i) an obligation of an investor to make pay- 
ments that are required to be included, in 
whole or in part, in computing the income of 
» the issuer, other than an obligation of a corpo- 
ration that, immediately before the subject 
share was issued, would be related to the cor- 
poration that issued the subject share if this 
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Act were read without reference to paragraph 
251(5)(b), or 


(ii) any right to receive payments that are re- 
quired to be included, in whole or in part, in 
computing the income of the issuer where that 
right is held on condition that it or property 
substituted therefor may revert or pass to an 
investor or a person or partnership to be deter- 
mined by an investor, 


where that obligation or right was acquired by the 
issuer as part of a transaction or event or a series 
of transactions or events that included the issu- 
ance or acquisition of the subject share, or a share 
for which the subject share was substituted. 
Related Provisions: 87(4.2) — Amalgamations; 112(2.5) — Ap- 
plication of subsec. (2.4); 112(2.6) — Definitions; 112(2.8) — Loss 
sustained by investor; 112(2.9) — Related corporations; 248(1) — 
“amount” of a stock dividend; 248(5) — Substituted property; 


248(10) — Series of transactions. See additional Related provisions 
and Definitions at end of s. 112. 


History: Subpara. 112(2.4)(b)(~i) amended by 1994, c. 7, Sch. II 
(1991, c. 49), subsec. 84(1), to substitute “a corporation that, imme- 
diately” for “a corporation, that immediately”, applicable after 5 
p.m. EST, November 27, 1986. 


Pre-RSC History: Subsec. 112(2.4) added by 1987, c. 46, s. 41, 
applicable after 5 p.m. EST, November 27, 1986. 


Interpretation Bulletins: IT-88R2: Stock dividends. 


(2.5) Application of subsec. (2.4) — Subsection 
(2.4) applies only in respect of a dividend on a share 
where, having regard to all the circumstances, it may 
reasonably be considered that the share was issued or 
acquired as part of a transaction or event or a series 
of transactions or events that enabled any corpora- 
tion to earn investment income, or any income sub- 
stituted therefor, and, as a result, the amount of its 
taxes payable under this Act for a taxation year is 
less than the amount that its taxes payable under this 
Act would be for the year if that investment income 
were the only income of the corporation for the. year 
and all other taxation years and no amount were de- 
ductible under subsections 127(5) and 127.2(1) in 
computing its taxes payable under this Act. 


Related Provisions: 248(10) — Series of transactions. 


(2.6) Definitions — For the purposes of this sub- 
section and subsection (2.4), 


“exempt share” means 
(a) a prescribed share, 


(b) a share of the capital stock of a corporation 
issued before 5:00 p.m. Eastern Standard Time, 
November 27, 1986, other than a share held at 
that time 


(1) by the issuer, or 


(ii) by any person or partnership where the is- 
suer may become entitled to receive any 
amount after that time by way of subscription 
proceeds or contribution of capital with re- 
spect to that share pursuant to an agreement 
made before that time, or 
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(c) a share that was, at the time the dividend re- 
ferred to in subsection (2.4) was received, a share 
described in paragraph (e) of the definition “term 
preferred share” in subsection 248(1) during the 
applicable time period referred to in that 
paragraph; 

History: Para. (c) of “exempt share” in subsec 112(2.6) added by 

1994, c. 21, subsec. 51(1), applicable after December 21, 1992. 


‘investor’ means the particular corporation referred 
to in subsection (2.4) and a person with whom that 
corporation does not deal at arm’s length and any 
partnership or trust of which that corporation, or a 
person with whom that corporation does not deal at 
arm’s length, is a member or beneficiary, but does 
not include the other corporation referred to in that 
subsection; : 


‘“issuer’” means the other corporation referred to in 
subsection (2.4) and a person with whom that corpo- 
ration does not deal at arm’s length and any partner- 
ship or trust of which that corporation, or a person 
with whom that corporation does not deal at arm’s 
length, is a member or beneficiary, but does not in- 
clude the particular corporation referred to in that 
subsection. 


Related Provisions: 112(2.7) — Change in agreement or condi= 


tion; 248(13) — Interests in trusts and partnerships. See additional 
Related provisions and Definitions at end of 's. 112. 


(2.7) Change in agreement or condition — For 
the purposes of the definition “exempt share” in sub- 
section (2.6), where at any time after 5:00 p.m. East- 
ern Standard Time, November 27, 1986 the terms or 
conditions of a share of the capital stock of a corpo- 
ration have been changed or any agreement in re- 
spect of the share has been changed or entered into 
by the corporation, the share shall be deemed to have 
been issued at that time. 


(2.8) Loss sustained by investor — For the pur- 
poses of paragraph (2.4)(a), any loss that an investor 
may sustain by virtue of the ownership, holding or 
disposition of the subject share referred to in that 
paragraph shall be deemed to include any loss: with 
respect to an obligation or share that was issued or 
acquired as part of a transaction or event or a series 
of transactions or events that included the issuance 
or acquisition of the subject share, or a.share for 
which the subject share was substituted. 


Related Provisions: 248(10) — Series of transactions: 


(2.9) Related corporations — For the purposes 
of subparagraph (2.4)(b)(i), where it may reasonably 
be considered having regard to all the circumstances 
that a corporation has become related to any other 
corporation for the purpose of avoiding any limita- 
tion upon the deduction of a dividend under subsec- 
tion (1), (2) or 138(6), the corporation shall be 
deemed not to be related to the other corporation. 

Related Provisions: 87(2)(rr) — Amalgamations — tax on taxa- 


ble preferred shares. See additional Related provisions and Defini- 
tions at end of s. 112. 
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Pre-RSC History: Subsec. 112(2.9) substituted .by., 1988, c. 55, 

subsec., 85(4), applicable after 5. p.m. EST, November 27, 1986. 

Subsec. 112(2.9) formerly read: 
(2.9) Related corporations — Fer the purposes of subpara- 
graph’(2.4)(b)(i), where a corporation may reasonably be con- 
sidered, having regard to all: the circumstances, to: have be- 
come-telated to any other corporation in an attempt to avoid 
any limitation that would, but for this subsection, apply with 
respect to the deduction of a dividend under subsection (1), 
(2) or 138(6), the: corporation shall: be deemed not to be re- 

.lated to the other corporation. ; 


Subsecs. 112(2.5)-(2.9) added by 1987, c. 46, 's. 41, applicable after 
5 p.m. EST, November 27, 1986, 


(3) Loss on share that-is capital property 
Subject to subsections (5.5) and (5.6), the ‘amount of 
any loss of a taxpayer (other than‘a trust) from the 
disposition of a share that is capital property of the 
taxpayer (other than a share that is property of a part- 
nership)-is-deemed to be. the amount of the loss de- 
termined without reference to. this subsection. minus, 


(a) where the Aa Bacal is an sh pathic ty the lesser 
of 


(i) the total of-all amounts each of which is a 
dividend received by the taxpayer on the share 
in respect of which an election. was made 
under subsection 83(2) where subsection 
83(2.1) does not deem the dividend to be a 
taxable dividend, and 


(iz) the. loss: determined without reference, to 
this subsection: minus all taxable dividends re- 
ceived by the:taxpayer on. the share; and 


(b) where the taxpayer is a corporation, the total 
of all amounts received by the taxpayer on the 
share each of which is 


(i).a taxable dividend, to the extent of the. 


amount of the dividend that was deductible 


under this section or subsection 115(1) or 
s taxable in- - 
come or taxable income earned 1 in Canada for 


138(6) in computing the taxpayer's 


any taxation year, 


(i1) a dividend in respect of which an election 
was made under subsection 83(2) where sub- 
section 83(2.1) does not deem the dividend to 
be a taxable dividend, or 


(iii) a life insurance capital dividend. 


Related Provisions: 40(2)(g) — Restriction on capital. losses; 
40(3.3), (3.4) — Limitation on loss where share acquired by affili- 
ated person; 53(1)(f) — Addition to adjusted. cost base; 87(2)(x) — 
Amalgamations —- flow-through to new corporation; 107(1)(c), 
(d) — Parallel stop-loss rule on disposition of interest in trust that 
flowed dividends: out,'to, corporation;~ 112(3.01) — Exclusion. for 


certain dividends; 112(3.1), (3.2) — Loss.on share that is capital — 


property of partnership or trust; 112(4)-(4.3) — Shares held as in- 
ventory; 112(5.2)C(b) — Adjustment for dividends received on 
mark-to-market property; 112(7) — Rules where shares exchanged. 
See additional Related provisions and Definitions at end of's. 112. 


History: Subsec. 112(3) amended by 1998, c. 19, subsec. 131(1), 
applicable to dispositions that occur after April 26, 1995, other than 


(a) a disposition that occurs pursuant to an agreement in writing 
made before April 27, 1995; ' 


S. 112(3) 


(b) a disposition of a share of the capital stock of a corporation 
that is made to the corporation if 


(i) on April 26, 1995 the share was owned by an individual 
(other. than a trust) or bya particular trust under which an 
- individual (other than a trust) was a beneficiary, 


(ii) on April 26, 1995 a corporation, or a partnership of 
which a corporation is a member, was a beneficiary of a life 
insurance policy that insured the life of the individual or the 
individual’s spouse, 


(iii) it was reasonable to conclude on April 26, 1995 that a 
main purpose of the life insurance policy was to fund, di- 
rectly or indirectly,,in whole or in part, a redemption, ac- 
quisition or cancellation of the share by the corporation that 
issued the share, and 


(iv) the disposition is made by 
(A) the individual or the individual’s spouse, 


(B) the estate of the individual or of the individual’s 
Spouse within the estate’s first taxation year, 


(C) the particular trust where it is a trust described in 
para. 104(4)(a) or (a.1) of the Act in, respect of a 
spouse, the spouse is the beneficiary referred to in sub- 
paragraph (1) and the disposition occurs before the end 
of the trust’s third taxation year that begins after the 
spouse’s death, or 


(D) a trust described in para. 73(1)(c) of the Act cre- 
ated by the individual in respect of the individual’s 
spouse, or a trust described in para: 70(6)(b). of the Act 
created by the individual’s will in respect of the indi- 
vidual’s spouse, before the end of the trust’s third taxa- 
tion year that begins after the spouse’s death; 


~ (c).a dispositiom of a share of the capital stock of a corporation 
‘owned by an individual on April 26, 1995.that was made by the 
individual’s estate before 1997; 


(d) a disposition of a share of the capital stock of a corporation 
owned by an estate on April 26, 1995, the first taxation year of 
‘which ended after that day, that was made yd the estate before 
1997; or 


(e) a ‘disposition of a share of the capital stock of a corporation 
owned by an individual on April 26, 1995 where the individual 
is a trust described in para. 104(4)(a) or (a.1) of the Act in re- 
spect of a spouse, that was made by the trust after the spouse’s 
death and before 1997. 


Subsec. 131(12) of the said c. 19. provides: 


(12) For the purposes. of paragraph [(b) above] and this sub- 
section, a share of the capital stock of a corporation acquired 
in exchange for another share in a transaction to which sec- 
tion 51, 85, 86 or 87 of the Act applies is deemed to be the 
same share as the other share. 


Subsec. 112(3) formerly read: 


(3) Loss on share that is capital property — Subject to 
subsections (5.5) and\(5.6), where a corporation owns a share 
that is.a capital property, and receives a taxable dividend, a 
- capital dividend ora life insurance capital dividend in respect 
of that share, the amount of any loss of the corporation aris- 
ing from transactions with reference to the share on which the 
dividend was received shall, unless it is established by the 
~ corporation that 


(a) the corporation owned the share 365 days or longer 
before the loss was sustained, and 


(b) the corporation and persons. with whom the corpora- 
tion was not dealing at arm’s length did not, at the time 
the dividend was received, own in the aggregate more 
than 5% of the issued shares of any class of the capital 
stock of the corporation from which ‘the dividend was 
received, 
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be deemed to be the amount of that loss otherwise deter- 
mined, minus the total of all amounts each of which is an 
amount received by the corporation in respect of 


(c) a taxable dividend on the share to the extent that the 
amount of the dividend was deductible from the corpora- 
tion’s income for any taxation year by virtue of this sec- 
tion or subsection 138(6) and was not an amount on 
which the corporation was required to pay tax under Part 
VII of the Income Tax Act, chapter 148 of the Revised 
Statutes of Canada, 1952, as it read on March 31, 1977, 


(d) a capital dividend on the share, or 
(e) a life insurance capital dividend on the share. 


The opening words of subsec. 112(3) amended by 1995, c. 21, sub- 
sec. 56(1), applicable to dispositions occurring after October 30, 
1994. The opening words formerly read: 


(3) Loss on share that is capital property — Where a cor- 
poration owns a share that is a capital property and receives a 
taxable dividend, a capital dividend or a life insurance capital 
dividend in respect of that share, the amount of any loss of 
the corporation arising from transactions with reference to the 
share on which the dividend was received shall, unless it is 
established by the corporation that 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-88R2: Stock dividends; IT-328R3: 
Losses on shares on which dividends have been received. 


1.T. Technical News: No. 12 (stop-loss provisions — 
grandfathering). 
(3.01) Loss on share. that is. capital 


property — excluded dividends — A dividend 
shall not be included in the’ total determined under 
subparagraph (3)(a)(i) or paragraph (3)(b) where the 
taxpayer establishes that 


(a) it was received when the taxpayer and persons 
with whom the taxpayer was not dealing at arm’s 
length did not own in total more than 5% of the 
issued shares of any class of the capital stock of 
the corporation from which the dividend was re- 
ceived; and 


(b) it was received on a share that the taxpayer 
owned throughout the 365-day period that ended 
immediately before the disposition. 


Related Provisions: 87(2)(x) — Amalgamations — flow- 
through to new corporation; 112(5.6) — Stop-loss rules restricted. 


History: Subsec. 112(3.01) added by 1998, .c.-19, subsec. 131(1), 
applicable on the same basis as subsec. 112(3). 


(3.1) Loss on share held by partnership — 
Subject to subsections (5.5) and (5.6), where a‘ tax- 
payer (other than a partnership or a mutual fund 
trust) is a member of a partnership, the taxpayer’s 
share of any loss of the partnership from the disposi- 
tion of a share that is held by a particular partnership 
as capital property is deemed to be that share of the 
loss determined without reference to this subsection 
minus, 

(a) where the taxpayer is an individual, the lesser 

of 


(i) the total of all amounts each of which is a 
dividend received by the taxpayer on the share 
in respect of which an election was made 
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under subsection 83(2) where subsection © 
83(2.1) does not deem the dividend to be a | 


taxable dividend, and 


(ii) that share of the loss determined without 
reference to this subsection minus all taxable 
dividends received by the taxpayer on ale 
share; © 


(b) where the taxpayer is a corporation, the total 
of all amounts received by the taxpayer on the 
share each of which is 


(i) a taxable dividend, to the extent of the 


amount of the dividend: that was deductible 


under.this section or subsection 115(1). or 
138(6) in computing the taxpayer’s taxable in- 
come or taxable income earned in Canada for 
any taxation year, 


(ii) a dividend in respect of which an election 


was made under subsection 83(2) where sub- 
section 83(2.1) does not deem the dividend to 
be a taxable dividend, or 


(iii) a life insurance capital dividend; and 


(c) where the taxpayer is a trust, the total of all 
amounts each of which is ~ 


(1) a taxable dividend, or 
(ii) a life insurance capital dividend 


received on the share and designated under sub- 
section 104(19) or (20) by the trust in respect of a 
beneficiary that was a corporation, Ease HUD or 
trust. 


Related Provisions: 40(3.3), (3.4) — Limitation on loss where 
share acquired by affiliated person; 53(1)(f) — Addition to adjusted 
cost base; 87(2)(x) — Amalgamations — flow-through to new cor- 
poration; 100(4) — Application of stop-loss rule to disposition of 
interest in partnership; 104(20) — Designation re non-taxable divi- 
dends; 112(3.11) —Exclusion - for . certain — dividends 
112(5.2)C(c) — Adjustment for dividends..received on mark-to- 
market property; 112(3.12) — Amount designated by trust to bene- 
ficiary that is a partnership or trust; 112(7) — Rules where shares 
exchanged. See additional Related Provisions and Definitions at end 
Of §.7h12,5« 


History: Subsec. 112(3.1) amended by 1998, c. 19, subsec. 131(1), 
applicable on the same: basis as subsec. 112(3). Subsec. eae 1) 
formerly read: 


(3.1) Loss on share that is capital property of partner- 
ship — Subject to subsections (5.5) and (5.6), where a corpo- 
‘ration is a member of a partnership and the corporation re- 
ceives a taxable dividend, a capital dividend or a life 
insurance capital dividend in respect of a share that is a capi- 
tal property of the partnership, the corporation’s share of any 
loss of the partnership arising with respect to the share on 
which the dividend was received shall, unless it is established 
by the corporation that 


(a) the partnership held the share 365 days or longer 
before the loss was sustained, and 


(b) the partnership, the corporation and persons with: 
whom the corporation was not dealing at arm’s length did 
not, at the time the dividend was received, hold in the 
aggregate more than 5% of the issued shares of any class 
of the capital stock of the corporation from which the 
dividend was received, 
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be deemed to be the amount of that loss otherwise deter- 
mined, minus the total of all amounts each of which is an 
amount received by the corporation in respect of 


(c) a taxable dividend on the share to the extent that the 
amount of the dividend was deductible from the corpora- 
tion’s income for any taxation year by virtue of this sec- 
tion or subsection 138(6) and was not an amount on 
which the corporation was required to pay tax under Part 
VII of the Income Tax Act, chapter 148 of the Revised 
Statutes of Canada, 1952, as it read on March 31, 1977, 


(d) a capital drvidend on the share, or 
(e) a life insurance capital dividend on the share. 


The opening words of subsec. 112(3.1) amended by 1995, c. 21, 
subsec. 56(2), applicable to dispositions occurring after October 30, 
1994. The opening words formerly. read: 


(3.1) ldem — Where a corporation is a member of a partner- 
ship and the corporation receives a taxable dividend, a capital 
dividend or a life insurance capital dividend in respect of a 
share that is.a capital property of the partnership, the corpora- 
tion’s share of any loss of the partnership arising with respect 
to the share on which the dividend was received shall, unless 
it is established by the corporation that 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952’). 

Interpretation Bulletins: IT-88R2: Stock dividends; IT-328R3: 
Losses on shares on which dividends have been received. 


.T. Technical News: No. 
grandfathering). 


12 (stop-loss provisions — 


(3.11) Loss on share held by partnership — 
excluded dividends — A dividend shall not be 
included in the total determined under subparagraph 
(3.1)(a)@) or paragraph (3:1)(b) or (c) where the tax- 
payer establishes that 


(a) it was received when the particular partner- 
ship, the taxpayer and persons with whom the 
taxpayer was not dealing at arm’s length did not 
hold in total more than 5% of the issued shares of 
any class of the capital stock of the corporation 
from which the dividend was received; and 


(b) it was received on a share that the particular 

partnership held throughout the 365-day period 

that ended immediately before the disposition. 
Related Provisions: 87(2)(x) — Amalgamations — flow- 
through to new corporation; 112(5.6) — Stop-loss rules restricted. 


History: Subsec. 112(3.11) added by 1998, c. 19, subsec. 131(1), 
applicable on the same basis as subsec. 112(3). 


(3.12) Loss on share held by partnership — 
excluded dividends — A taxable dividend re- 
ceived on a share and designated under subsection 
104(19) by a particular trust in respect of a benefici- 
ary that was a partnership or trust shall not be in- 
cluded in the total determined under paragraph 
(3.1)(c) where the particular trust establishes that the 
dividend was received by an individual (other than a 
trust). 


History: Subsec. 112(3.12) added by 1998, c. 19, subsec. 131(1), 
applicable on the same basis as subsec. 112(3). 


(3.2) Loss on share held by trust — Subject to 
subsections (5.5) and (5.6), the amount of any loss of 
a trust (other than a mutual fund trust) from the dis- 
position of a share of the capital stock of a corpora- 
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tion that is capital property of the trust is deemed to 
be the amount of the loss determined without refer- 
ence to this subsection minus the total of 


(a) the amount, if any, by which the lesser of 


(i) the total of all amounts each of which is a 
dividend received by the trust on the share in 
respect of which an election was made under 
subsection 83(2) where subsection 83(2.1) 
does not deem the dividend to be a taxable 
dividend, and 


(ii) the loss determined without reference to 
this subsection minus the total of all amounts 
each of which is the amount of a taxable 
dividend 


(A) received by the trust on the share, 


(B) received on the share and designated 
under subsection 104(19) by the trust in re- 
spect of a beneficiary who is an individual 
(other than a trust), or 


(C) received on the share and designated 
under subsection 104(19) by the trust in re- 
spect of a beneficiary that was a corpora- 
tion, partnership or another trust where the 
trust establishes that 


(1) it owned. the share throughout the 
365-day period that ended immediately 
before the disposition, and 


(II) the dividend was received while the 
trust, the beneficiary and persons not 
dealing at arm’s length with the benefi- 
ciary owned in total less than 5% of the 
issued shares of any class of the capital 
stock of the corporation from which the 
dividend was received 


exceeds 


(iii) where the trust is an individual’s estate, 
the share was acquired as a consequence of 
the individual’s death and the disposition oc- 
curs during the trust’s first taxation year, 1/4 
of the lesser of 


(A) the loss determined without reference 
to this subsection, and 


(B) the individual’s capital gain from the 
disposition of the share immediately 
before the individual’s death, and 


(b) the total of all amounts each of which is 
(i) a taxable dividend, or 
(ii) a life insurance capital dividend 


received on the share and designated under sub- 
section 104(19) or (20) by the trust in respect of a 
beneficiary that was a corporation, partnership or 
trust. 
Related Provisions: 53(1)(f) — Addition to adjusted cost base; 
87(2)(x) — Amalgamations — flow-through to new corporation; 
104(20) — Designation re non-taxable dividends; 1 12(3:3), 
(3.31) — Exceptions; 112(5.2)C(b) — Adjustment for dividends re- 
ceived on mark-to-market property; 112(5.6) — Stop-loss rules re- 


S. 112(3.2) 


stricted; 112(7) — Rules. where shares exchanged. See additional 
Related provisions and Definitions at end of s. 112, 


History: Subsec. 112(3.2) amended by 1998, 6. 19, subsec.. 131(1), 
applicable on the same basis as subsec. 112G). Subsec. Me. 2) 
formerly read: 


(3.2) Loss on share that is capital property of trust — 
Subject to subsections (5:5) and (5,6),-where .a-corporation is 
a beneficiary of a trust (other than a prescribed trust) that 
owns. a share that is capital property and the corporation re- 
ceives a taxable dividend in respect of that share pursuant to a 
designation under subsection 104(19) or the trust has made a 
designation under subsection 104(20) in respect of ‘the corpo- 
ration for a capital, dividend or a life insurance capital divi- 
dend on that share, the amount of any loss of the trust arising 
with respect to the share on which the dividend was subject to 
a designation shall, unless it is established yy the corporation 
that 


(a) the trust owned the share 365 days or longer before 
the loss was sustained,. and 


(b) the trust, the corporation and persons. with whom the 
corporation was not dealing at arm’s length did not, at the 
time the dividend was received, own in the aggregate 
more than 5% of the issued shares of any class of the 
capital stock of the corporation from which the dividend 
was. received, 


be deemed, to be the amount of that: loss otherwise deter- 
mined, minus the total of all amounts each of which is a taxa- 
ble dividend, a capital dividend or.a life insurance capital div- 
idend in respect of that share that was designated under 
subsection ene or (20) in respect of a pe ciae that was 
a corporation. : ; 


The opening words - of subsec. 112(3:2) amended by 1995, c. 21, 
subsec, 56(3), applicable to dispositions,occurring after October 30, 
1994. The opening words formerly read: 


(3.2) Idem — Where a corporation 1s a beneficiary of a trust 
(other than a prescribed trust) that owns a share that is capital 
property and the corporation receives a taxable dividend in 
respect of that share pursuant to a designation under subsec- 

‘tion 104(19) or the trust has made a‘designation under sub- 
section 104(20) in respect of the corporation for a capital div- 
idend or a life insurance capital dividend on that share, the 
amount of any loss of the trust arising with respect to the 
share on which the dividend was subject toa designation 
shall, unless.it is established. by the corporation that 


Pre-RSC History: Subsec. 112(3) substituted: and subsecs. 
112(3.1) and.(3.2) added by 1980-81-82-83,..c. 140, subsec. 71(4), 
applicable with respect to dispositions occurring after November 12, 
1981. Subsec. 112(3) formerly read: 


(3) Where a corporation owns a share that is a capital prop- 
erty and receives a taxable dividend ‘or capital dividend in re- 
spect of that.share, the amount of any loss of the: corporation 
arising from transactions with reference to the share on which 

“the dividend was received shall, unless itis established by the 
corporation that 


(a) the corporation Owned the share 365 days or longer 
before the loss was. sustained, and 


(b) the corporation did not, at the time the dividend was 
received, own more than 5% of the issued shares of any 
class of the ‘capital stock of the seppianence frony which 
the dividend was-received, 


be deemed:to be the amount of that loss oteaioite deter- 
mined, minus the aggregate of all amounts received) by the 
corporation in respect of 


(c) taxable. dividends. on the share: to the. extent that the 
amounts thereof were deductible from the corporation’s 
income for any taxation year by virtue of this section or 
subsection 138(6) and were. not.amounts on. which;.the 
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corporation was required to pay tax under Part VII of this 
Act as it read on March 31, 1977, or 


(d) capital dividends on the share. 


Para. 112(3)(c) substituted by 1977-78, c. 1, subsec. 55(1), applica- 
ble after March 31, 1977, to add “of this Act as it ft read on March 31, 
1977". 


Goce 112) Pataca % 1974-75-76, c. 26, subsec.:72(2), ap- 
PUBS Er in respect of losses arising after May 6, 1974. Subsec. 
112(3) formerly read: 


(3) Loss from transaction involving share on which 
deductible dividend received — Where an amount in re- 
spect of a taxable dividend received by a corporation (other 
than a trader or dealer in securities) in a taxation year is, by 
virtue of this section or subsection 138(6), deductible from 
the corporation’s income for the year, the amount of any loss 
arising from transactions with reference to the share on which 
the dividend was received shall, unless 1t is established by the 
corporation. that 


(a) the corporation owned the share 365 days ‘c or longer 
~ before the loss ‘was sustained, and 


(b) the corporation did not, at the time the dividend was 
received, own more than 5% of the issued shares of any 
class of the capital stock of the corporation from which 
the dividend was received, 


be deemed to be the amount of that loss otherwise deter-_ 
mined, minus the aggregate of all amounts received by the 
corporation in respect of taxable dividends on the share, to 
the extent that the amounts thereof 


(c) were deductible from the corporation’s income for 
any taxation year by virtue-of this section or subsection 
138(6),. and 


(d) were not amounts upon which the corporation was re- 
quired to pay tax under Part VII. 


Interpretation Bulletins: IT-88R2: Stock. dividends; IT-328R3: 
Losses on.shares.on which dividends have been received. 


.T. Technical 
grandfathering). 


News: No. 12. (stop-loss: provisions — 


(3.3) Loss on share held by trust — special 
cases — Notwithstanding subsection (3.2), where a 
trust has at any time acquired a share of the capital 
stock of a corporation because of subsection 104(4), 
the amount of any loss of the trust from.a disposition 
after that time is deemed to be the amount of the loss 
determined without reference to: subsection (3. 2) and 
this subsection minus the total of 


(a) the amount, if any, by which the iceeel of 


(i) the total of all amounts each of which is‘a 
dividend received after that time by the trust 
on the share in respect of which an election 
‘was made under subsection 83(2) where sub- 
section 83(2.1) does not deem the dividend to 
be a taxable dividend, and 


(ii) the loss determined without reference to 
subsection (3.2) and this subsection minus the 
total of all amounts each of which is the 
amount of a taxable dividend 


(A) received by the trust.on the share after 
that time, . i: 
(B) received. on the share after that time 
and designated under subsection 104(19) 
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by the trust in respect of a beneficiary who 
is an individual (other thana trust), or 


(C) received on the share after that time 
and designated under subsection 104(19) 
by the trust in respect of a beneficiary that 
was a corporation, partnership or another 
trust where the trust establishes. that . 


(I) it owned the share throughout the 
365-day period that ended immediately 
before the disposition, and 


(II) the dividend was received when the 
trust, the beneficiary and persons: not 
dealing at arm’s length with the benefi- 
ciary owned in total less than 5% of the 
issued shares of any class of the capital 
stock of the corporation from which the 
dividend was received | 


exceeds ) 
(iii) 1/4 of the lesser of 


(A) the loss from the disposition, deter- 
mined without reference to subsection 
(3.2) and this subsection, and 


(B) the trust’s capital gain from the dispo- 
sition immediately before that time of the 
share because of subsection 104(4),; and 


(b) the total of all amounts each of which is a tax- 
able dividend received on the share after that time 
and designated under subsection 104(19) by the 
trust in respect of a beneficiary that was a corpo- 
ration, partnership or trust. 

Related Provisions: 87(2)(x) — Amalgamations — flow- 


through to new corporation; 112(5.6) — Stop-loss rules restricted; 
112¢7) — Rules where shares exchanged. 


History: Subsec. 112(3.3) added by 1998, c. 19, subsec. 131(1), 
applicable on the same basis as subsec. 112(3). 


(3.31) Loss on share held by trust — 
excluded dividends — No dividend received by a 
trust shall be included under subparagraph (3.2)(a)(i) 
or (b)(i1) or (3.3)(a)() where the trust establishes that 
the dividend 


(a) was received, 


(i) in any case where the dividend was desig- 
nated under subsection 104(19) or (20) by the 
trust, when the trust, the beneficiary and per- 
sons with whom the beneficiary was not deal- 
ing at arm’s length did not own in total more 
than 5% of the issued shares of any class of 
the capital stock of the corporation from 
which the dividend was received, or 


(ii) in any other case, when the trust and per- 
sons with whom the trust was not dealing at 
arm’s length did not own in total more than 
5% of the issued shares of any class of the 
capital stock of the corporation from which 
the dividend was received, and 


(b) was received on a share that the trust owned 
throughout the 365-day period that ended imme- 
diately before the disposition. 
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Related. Provisions: 87(2)(x) — Amalgamations — flow- 
through to new corporation; 104(20) — Designation re non-taxable 
dividends; 112(5.6) — Stop-loss rules restricted; 112(7) — Rules 
where shares exchanged. 


History: Subsec. 112(3.31) added by 1998, c. 19, subsec. 131(1), 
applicable on the same basis as subsec. :112(3). 


(3.32) Loss on. share held by. trust — 
excluded dividends — No taxable dividend re- 
ceived on the share and designated under subsection 
104(19) by the trust in respect of a beneficiary that 
was a corporation, partnership or trust shall be in- 
cluded, under paragraph (3.2)(b) or (3.3)(b) where 
the trust establishes that the dividend was received 
by an individual (other than a trust), or 


(a) was received when the trust, the: beneficiary 
and persons with whom. the beneficiary was not 
dealing at arm’s length did not own in total more 
than 5% of the issued shares of any class of the 
capital stock of the corporation from which the 
dividend was received; and 


(b) was received on a share that the trust owned 
throughout the 365-day period that ended. imme- 
diately before the disposition. 


Related Provisions: 
through to: new corporation. 


History: Subsec. 112(3.32) added by 1998, c. 19, subsec. 131(1), 
applicable on the same basis as subsec. 112(3). 


87(2)(x) = Amalgamations — flow- 


(4) Loss on share that is not capital prop- 
erty — Subject to subsections (5.5) and (5.6), the 
amount of any loss of a taxpayer (other than a trust) 
from the disposition of a share of the capital stock of 
a corporation that is property (other than capital 
property) of the taxpayer is deemed to be the amount 
of the loss determined without reference to this sub- 
section minus, 


(a) where the taxpayer is an individual and the 
corporation is resident in Canada, the total of all 
dividends received by the individual on the share; 


(b) where the taxpayer is a partnership, the total 
of all dividends received by the partnership on 
the share; and 


(c) where the taxpayer is a corporation, the total 
of all amounts received by the taxpayer on the 
share each of which is 


(i) a taxable dividend, to the extent of the 
amount: of the dividend. that was. deductible 
under this section, section 113 or subsection 
115(1) or 138(6) in computing the taxpayer’s 
taxable income or taxable: income earned. in 
Canada for any taxation year, or 


(ii) a dividend (other than a taxable dividend). 


Related Provisions: 87(2)(x) — Amalgamations — flow- 
through to new corporation; 93(2) — Loss limitation on disposition 
of share;, 112(4.01) —Exclusion . for, certain. dividends; 
112(5.2)C(b) — Adjustment for dividends received on mark-to- 
market property. See additional Related provisions and Definitions 
at end of s. 112. 
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History: Subsec. 112(4) amended by 1998, c. 19, subsec. 131(1), 
applicable to dispositions that occur after April 26, 1995. Subsec. 
112(4) formerly read: 


(4) Loss on share that is not capital property — Subject to 
subsections (5.5) and (5.6), where a taxpayer owns a share. 
that is not a capital property and receives a dividend in re- 
spect of that share, the amount of any loss of the taxpayer 
arising from transactions with reference to the share on which 
the dividend was received: shall, unless it is established by the 
taxpayer. that 


(a) the taxpayer owned the share 365 days or longer 
before the loss was sustained, and 


(b) the taxpayer and persons with whom the taxpayer was 
not dealing at arm’s length, did not,-at the time the divi- 
dend was received, own in the aggregate more. than. 5%... 
of the issued shares of any class of the capital stock of 
the corporation from which the dividend was received, 


be deemed to be the amount of that loss otherwise deter- 
mined, minus 


(c) where the taxpayer is an individual and the corpora- 
tion is a taxable Canadian corporation, the total of all 
amounts each of which is a dividend (other than a capital 
gains dividend within the meaning assigned by subsec- 
tion 131(1)) on the share received by the taxpayer, 


(d) where the taxpayer is a corporation, the total of all 
amounts each of which is 


(i) a taxable. dividend, to the extent of the amount — 
thereof that was deductible under this section:or sub- 
section 115(1) or 138(6) in computing the taxpayer’s 
taxable income or taxable income earned in Canada 
for any taxation year, or 


(ii) a’ dividend (other than’a taxable dividend or a 
dividend deemed by subsection 131(1) to be a capital 
gains dividend), 


on the share received by the taxpayer, and 
(e) in any other case, nil. 


The opening words of subsec. 112(4) amended by 1995, c. 21, sub- 
sec. 56(4), applicable to dispositions occurring after October 30, 
1994. The opening words formerly read: 


(4) Loss on share that is not capital property — Where a 
taxpayer owns a share that is not a capital property and re- 
ceives a dividend in respect of that share, the amount of any 
loss of the taxpayer arising from transactions with reference 
to the share on which the dividend was received shall, unless 
it is established by the taxpayer that 


Subpara. 112(4)(d)(ii) substituted by 1994, c. 21, subsec, 51(2), ap- 
plicable to the determination of losses arising in 1990 et seq. and, 
where a taxpayer has elected under subsec. 84(6) of 1994, c. 7, Sch. 
IL. (1991, c. 49) (see below), in the taxpayer’s 1985 to 1989 taxation 
years, in which case, notwithstanding subsecs. 152(4) to (5), such 
assessments and determinations shall be made as are necessary to 
give effect to that amendment. That subpara. formerly read: 


(ii) a dividend, other than a taxable dividend, 


That portion of subsec. 112(4) following para. (b) substituted by 
1994, c. 7, Sch. Il (1991, c. 49); subsec. 84(2), applicable (by sub- 
sec. 84(6)) to the determination of losses arising 


(a) in 1990 et seg., and 


(b) where a taxpayer so elects by notifying the Minister of Na- 
tional Revenue in writing before 1992 [1994, c. 7, Sch. VIII 
(1993, c. 24), s. 159 provides that such an election made before 
December 11, 1993 shall be deemed to have been made before 
1992], in the taxpayer’s 1985 to 1989 taxation years, in which 
case, notwithstanding subsecs. 152(4) to (5), such assessments 
of tax, interest and penalties shall be made as are necessary to 
give effect to the election, 
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except that the subsec. as amended does not apply to the amount of 
a dividend received by a taxpayer on which the taxpayer was re- 
quired to pay tax under Part VII as it read on March 31, 1977. That 
portion of subsec.’ 112(4) formerly read: 


be deemed to be the amount of that loss otherwise deter- 
mined, minus the total of all amounts received by the tax- 
payer in respect of dividends (other than capital gains divi- 
dends within the meaning assigned by subsection 131(1)) on 
the share to the extent that the amounts of those dividends 
were not.amounts on which the taxpayer was required to pay 
tax under Part VII of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952, as it read on March 31, 
1977. 


Pre-RSC History: All that portion of subsec. 112(4) preceding 
para. (a) amended by 1986, c. 6, subsec. 61(2), applicable with re- 
spect to dividends received after 1985, to substitute the heading 
“Loss on share that is not capital property” for “Loss on share that is 
not a capital property or indexed security” and to substitute “share 
that is not a capital property” for “share that is neither a capital 
property nor an indexed security”. 


All that portion of subsec. 112(4) preceding para. (a) substituted by 
1984, c. 1, subsec. 56(1) to add “nor an indexed security”, applica- 
ble with respect to dividends received after September 30, 1983. 


Para. 112(4)(b) substituted by 1980-81-82-83, c. 140, subsec. 71(5), 
applicable with respect to dispositions occurring after November 12, 
1981. Para. 112(4)(b) formerly read: 


(b) he did not, at the time the dividend was received, own 
more than 5% of the issued shares of any class of the capital 
stock of the corporation from which the dividend was 
received, 


All that portion of subsec. 1124) sures para. (b) substituted by 
1977-78, cx1, subsec. 55(2), applicable after March 31,.1977, to add 
“of this Act as it read on March 31, 1977”. 


Subsec. 112(4) substituted by 1974-75-76, c. 26, subsec. 72(2), ap- 
plicable in respect of losses arising after Mae 6, 1974. Subsec, 
112(4) formerly read: 


(4) Loss sustained by trader or dealer in securities — 
The amount of any. loss of a trader or dealer in securities 
(whether incorporated or otherwise) arising from transactions 
with reference to any share on which an amount in respect of 
a dividend has been received by him shail, unless it is estab- 
lished, by him that 


(a) he owned the share 365 days or longer before the less. 
was sustained, and 


(b) he did not, at the time the dividend was received, own 
more than 5% of the issued shares of ahy class of the 
capital stock of the comporaten from which the dividend 
was received, 


be deemed to be the amount of that loss otherwise deter- 
mined, minus the aggregate of all amounts received by him in 
respect of taxable dividends on the share to the extent that the 
amounts thereof. were not amounts upon. which he was re- 
quired to pay tax under Part VII. 


Interpretation Bulletins: IT-88R2: Stock dividends; IT-328R3: 
Losses on shares on which dividends have been received. 


(4.01) Loss on share that is not capital 
property — excluded dividends — A dividend 
shall not be included in the total determined under 
paragraph (4)(a), (b) or (c) where the taxpayer estab- 
lishes that 


(a) it was received when the taxpayer and persons 
with whom the taxpayer was not dealing at arm’s 
length did not own in total more than 5% of the 
issued shares of any class of the capital stock of 
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the corporation from which the dividend was re- 
ceived; and 


(b) it was received on a share that the taxpayer 
owned throughout the 365-day period that ended 
immediately before the disposition. 


Related Provisions: 87(2)(x) — Amalgamations — flow- 
through to new corporation; 112(5.6) — Stop-loss rules restricted. 


History: Subsec. 112(4.01) added by 1998, c. 19, subsec. 131(1), 
applicable to. dispositions that occur after April 26, 1995. 


(4.1) Fair market value of shares held as in- 
ventory — For the purpose of section 10, the fair 
market value at any time of a share of the capital 
stock of a corporation is deemed to be equal tothe 
fair market value of the share at that time, plus 


(a) where the shareholder is a corporation, the to- 
tal of all amounts received by the shareholder on 
the share before that time each of which is 


(i) a taxable dividend, to the extent of the 
amount of the dividend that was deductible 
under this section, section 113 or subsection 
115(1) or 138(6) in computing the share- 
holder’s taxable income or taxable income 
earned in Canada for any taxation year, or 


(ii) a dividend (other than a taxable dividend); 


(b) where the shareholder is a partnership, the to- 
tal of all amounts each of which is a dividend re- 
ceived by the shareholder on the share before that 
time; and 


(c) where the shareholder is an individual and the 
corporation is resident in Canada, the total of all 
amounts each of which is a dividend received by 
the shareholder on the share before that time (or, 
where the shareholder is a trust, that would have 

. been so received if this Act were read without 
reference to subsection 104(19)). 


Related Provisions: 87(2)(x) —Amalgamations — flow- 
through to new corporation; 112(4.11) — Exclusion for certain divi- 
dends. See additional Related provisions and Definitions at end of s. 
112: 


History: Subsec. 112(4.1) amended by 1998, c. 19, subsec. 131(1), 
applicable to taxation years that end after April 26, 1995. Subsec. 
112(4.1) formerly read: 


(4.1) Fair market value of share that is not capital prop- 
erty — Where a taxpayer (other than a prescribed trust) or 
partnership (in this subsection referred to as the “holder’’) 
holds a share. that is not a capital property and a dividend is 
received in respect of that share, for the purpose of subsection 
10(1) and any regulations made under that subsection, the fair 
market value of the share at any particular time after Novem- 
ber 12, 1981 shall, unless it is established by the holder that 


(a) the holder held the share 365 days or longer before 
the particular time, and 


(b) the holder and persons with whom the holder was not 
dealing at arm’s length did not, at the time the dividend 
was received, hold in the aggregate more than 5% of the 
issued shares of any class of the capital stock of the cor- 
poration from which the dividend was received, 


be deemed to be an amount equal to the fair market value of 
that share at the particular time otherwise determined, plus 


(c) where the holder is an individual and the corporation 
is a taxable Canadian corporation, the total of all amounts 


S. 112(4.1) 


each of which is a dividend (other than a capital gains 
. dividend within the meaning assigned by subsection 
131¢1)) on the share received before the particular time 
by the holder or that would have been so received if this 
Act were read without reference to. subsection 104(19), 


(d) where the holder’ is a corporation, the total of all 
amounts each of! which is 


(i) a taxable dividend, to the extent of the amount 
thereof that was deductible under this section; sec- 
tion 113 or subsection 115(1) or 138(6) in computing 
the holder’s taxable income or taxable income earned 
in Canada for any taxation year, or ak 


(ii) a dividend (other than a taxable dividend or a 
dividend deemed by subsection 131(1) to be a capital 
gains dividend), 


on the share received before the particular time. by. the 
holder, 


(e) where the holder is a partnership, the total of all 
amounts each of which is a dividend (other than a capital 
gains dividend within the meaning assigned by. subsec- 
‘tion 131(1)) on the share received before the particular 
time by the holder, and 


(f) in any other case, nil. 


Subpara.. 112(4.1)(d)(ii) substituted by 1994, c..21, subsec. 51(3), 
applicable to 1990 et seg. and, where a taxpayer has, elected under 
subsec. 84(7) of 1994, c. 7, Sch. II (1991, c. 49) (see below), to the 
taxpayer's 1985 to 1989 taxation years, in which case, notwith- 
standing subsecs. 152(4) to (5), such assessments, and determina- 
tions shall be made as are necessary. to give effect to that amend- 
ment. That subpara. formerly read: 


(ii) a dividend, other than a taxable dividend, 


That portion of subsec, 112(4.1) following para. (b) substituted by 
1994, c. 7, Sch. Il (1991, c. 49), subsec. 84(3), applicable (by sub- 
sec. 84(7)) 


(a) to 1990 et seq:, and 


(b) where a taxpayer so elects by notifying the Minister of Na- 
tional Revenue in writing before 1992 [1994, c. 7, Sch. VIII 
(1993, c. 24), s. 159 provides that such an election made before 
December 11, 1993 shall be deemed to have-been made before 
1992], to the taxpayer’s. 1985 to 1989. taxation years, in which 
case, notwithstanding subsecs. 152(4) to (5), such assessments 
of tax, interest and penalties shall be made as are necessary to 
give effect to the election, 


except that the subsec. as amended does not apply to the amount of 
a dividend received by a holder on which the holder was required to 
pay tax under Part VII of the Income Tax Act, chapter 148 of the 
Revised: Statutes: of Canada,.1952; as it read on March 31, 1977. 
That portion of subsec. 112(4.1):formerly. read: 


be deemed to be the total of the fair market value of the share 
at the particular time otherwise determined and all amounts 
received before the particular time by the holder in respect of 
dividends (other than capital gains dividends within the 
meaning assigned by subsection 131(1)) on the share deter- 
mined as if this Act were read without reference to subsection 
104(19). 


Pre-RSC History: All that portion of subsec. 112(4.1) preceding 
para. (a) amended by 1986, c. 6, subsec. 61(3), applicable with re- 
spect to dividends received after 1985, to substitute the heading 
“Fair market value of share that is not capital property” for “Fair 
market value of share that is not a capital property or indexed secur- 
ity” and to substitute “share that is not a capital property” for “share 
that is neither a capital property nor an indexed security”. 
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All that portion of subsec. :112(4.1) preceding: para. (a) substituted 


by 1984, c. 1, subsec. 56(2), applicable with respect of dividends 
received after September 30, 1983. That portion formerly read: 


(4.1) Fair market value of share that is not capital prop- 
erty — Where a taxpayer, trust (other than a prescribed trust) 
or partnership (in this subsection referred to as the “holder”) 
holds a share that is not a capital property, and a dividend is 
received in respect of that share, for the purpose of subsection 
10(1) and any regulations made thereunder, the fair market 
value of the share at any particular time after November 12, 
1981-shall, unless it is established by the holder that 


Subsec. 112(4.1) substituted by 1980-81-82-83, c. 140, subsec. 
71(6), applicable to taxation years commencing after 1981. Subsec. 
112(4.1) formerly read: 
(4.1) Where a taxpayer owns a share that is not a capital prop- 
erty and receives a dividend in respect of that share, for the 
purpose of subsection 10(1) and any regulations made there- 
under, the fair market value of the share at any particular time 
after November 18, 1974 shall, unless it is established by the 
taxpayer that 
(a) he owned the share 365 days or longer before the par- 
‘ticular time, and 


(b) he did not, at the time the dividend was received, own 
more than 5% of the issued shares of any class of the 
capital stock of the corporation from which the dividend 
was received, 


be deemed to be the aggregate of the fair market value of the 
share at the particular time otherwise determined and all 
amounts received before the particular time by him in respect 
of dividends (other than capital gains dividends within the 
meaning assigned by subsection 131(1)) on the share to the 
extent that the amounts thereof were not amounts upon which 
he was required to pay tax under Part VII of this Act as it 
read on March 31, 1977. 


All that portion of subsec. 112(4.1) following para. (b) substituted 
by 1977-78, c. 1, subsec. 55(3), applicable after March 31, 1977 to 
add “‘of this Act as it read on March 31; 1977”. 


Subsec. 112(4.1) added by 1974-75-76, c. 26, subsec. 72(2), appli- 
cable for the purpose of determining the fair market valbe of a share 
after November 18, 1974. 


Interpretation Bulletins: IT-88R2: Stock dividends; IT-328R3: 
Losses on shares on which dividends have been received. 


(4.11) Fair market value of shares held as 
inventory — excluded dividends — A dividend 
shall not be included in the total determined under 
paragraph (4.1)(a), (b) or (c) where the shareholder 
establishes that 


(a). it was received while the shareholder and per- 
sons with whom the shareholder was not dealing 
at arm’s length did not hold in total more than 5% 
of the issued shares of any class of the capital 
stock of the corporation from which the dividend 
was received; and 


(b) it was received on a share that the shareholder 
held throughout the 365-day period that ended at 
the time referred to in subsection (4.1). 
Related Provisions: 
through to new corporation. 


History: Subsec. 112(4.11) added by 1998, c. 19, ahem, 131(1), 
applicable to taxation years that end after April 26, 1995. 


(4.2) Loss on share held by trust — Subject to 
subsections (5.5) and (5.6), the amount of any loss of 
a trust from the disposition of a share that is property 


87(2)(x) — Amalgamations — flow- 
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(other than capital property) of the trust is deemed to 
be the amount of the loss determined without refer- 
ence to this subsection minus 


(a) the total of all amounts each of which is a div- 
idend received by the trust on the share, to the 
extent that the amount was not designated under 
subsection 104(20) in respect of a peeivia%iiies of 
the trust; and 


(b) the total of all amounts each of which is a div- 
idend received on the share that was designated 
under subsection 104(19) or (20) by the trust in 
respect of a beneficiary of the trust. 


Related Provisions: 87(2)(x) — Amalgamations — flow- 
through to new corporation; 104(20) — Designation re non-taxable 
dividends; 112(3.2) — Stop-loss rule; 112(4.21), (4.22) — Exclu- 
sions for certain dividends; 112(5.2)C(b) — Adjustment for divi- 
dends received on mark-to-market property. See additional Related 
provisions and Definitions at end of s. 112. 


History: Subsec. 112(4.2) amended by. 1998, c. 19, subsec. 131(1), 
applicable to dispositions that occur after April 26, 1995. Subsec. 
112(4.2) formerly read: 


(4.2) Where no deduction permitted — Subject to subsec- 
tions (5.5) and (5.6), where a taxpayer is a member of a part- 
nership and the taxpayer receives a dividend in respect of a 
share that 1s not a capital property of the partnership, the tax- 
payer’s share of any loss of the partnership arising with re- 
spect to the share on which the dividend was received shall, 
unless it is established by the taxpayer that 


(a) the partnership held the share 365 days or longer 
before the loss was sustained, and 


(b) the partnership, the taxpayer and persons with whom 
the taxpayer was not dealing at arm’s length did not, at 
the time the dividend was received, hold in the aggregate 
more than 5% of the issued shares of any class of the 
capital stock of the corporation from which the dividend 
was received, 


be deemed to be the amount of that loss. otherwise deter- 
mined, minus 


(c) where the taxpayer is an individual and the corpora= 
tion is a taxable Canadian corporation, the total of all 
amounts each of which is a dividend (other than a capital 
gains dividend within the meaning assigned by subsec- 
tion 131(1)) on the share received by the taxpayer, 


(d) where the taxpayer is a corporation; the total of ‘all 
amounts each of which is 


(i) a taxable dividend, to the extent of the amount 
thereof that was deductible under this section or sub- 
section 115(1) or 138(6) in computing the taxpayer’s 
taxable income or taxable income earned in Canada 
for any taxation year, or 


(ii) a dividend (other than a taxable dividend or a 
dividend deemed by subsection 131(1) to be a capital 
gains dividend), 


on the share received by the taxpayer, and 
(e) in any other case, nil. 


The opening words of subsec. 112(4.2) amended by 1995, c. 21, 
subsec. 56(5), applicable to dispositions occurring after October 30, 
1994. The opening words formerly read: 


(4.2) Where no deduction permitted — Where a taxpayer 
is a member of a partnership and the taxpayer receives a divi- 
dend in respect of a share that is not a capital property of the 
partnership, the taxpayer’s share of any loss of the partner- 
ship arising with respect to the share on which the dividend 
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was received shall, unless it is established by the taxpayer 
that 


Subpara. 112(4.2)(d)(ii) substituted by 1994, c. 21, subsec., 51(4), 
applicable to the determination of losses arising in 1990 et seg. and, 
where a taxpayer has elected under subsec. 84(6) of 1994, ¢. 7, Sch. 
II (1991, c. 49) (see below), in the taxpayer’s 1985 to 1989 taxation 
years, in which case, notwithstanding subsecs. 152(4) to (5), such 
assessments and determinations shall be made as are necessary to 
give effect to that amendment. That subpara. formerly read: 


(ii) a dividend, other than a taxable dividend, 


That portion of subsec. 112(4.2) following para. (b) substituted by 
1994, c. 7, Sch. II (1991, c. 49), subsec. 84(4), applicable (by sub- 
sec. 84(6)) to the determination of losses arising 


(a) in 1990 et seq., and 


(b) where a taxpayer so elects by notifying the Minister of Na- 
tional Revenue in writing before 1992 [1994, c..7, Sch. VII 
(1993, c. 24), s. 159. provides that such an election made before 
December 11, 1993 shall be deemed to have been made before 
1992], in the taxpayer’s 1985 to 1989 taxation years, in which 
case, notwithstanding subsecs. 152(4) to (5), such assessments 
of tax, interest and penalties shall be made. as are necessary to 
give effect to the election, 


except that the subsec. as amended does not apply to the amount of 
a dividend received by a taxpayer on which the taxpayer was re- 
quired to pay tax under Part VII of the Income Tax Act, chapter 148 
of the Revised Statutes of Canada, 1952,.as it read on March 31, 
1977. That portion of subsec. 112(4.2) formerly read: 


be deemed to be the amount of the loss otherwise determined, 
minus the total of all amounts each of which is an amount 
received by the taxpayer in respect of 


(c) a dividend (other than capital gains dividends within 
the meaning assigned by subsection 131(1)) on the share 
to the extent that the amount of that dividend was not an 
amount on which the taxpayer was required to pay tax 
under Part VII of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952, as it read on March 
Bie OT, 


Pre-RSC History: Subsec. 112(4.2) added by 1980-81-82-83, c. 
140, subsec..71(6), applicable with respect to dispositions occurring 
after November 12, 1981. 


Interpretation Bulletins: IT-88R2: Stock dividends; [T-328R3: 
Losses on shares on which, dividends have been received. 


(4.21) Loss on share held by trust — 
excluded dividends — A dividend shall not be 
included in the total determined under paragraph 
(4.2)(a) where the taxpayer establishes that 


(a) it was received when the trust and persons 
with whom the trust was not dealing at arm’s 
length did not own in total more than 5% of the 
issued shares of any class of the capital stock of 
the corporation from which the dividend was re- 
ceived; and 


(b) it was received on a share that the trust owned 
throughout the 365-day period that ended imme- 
diately before the disposition. 


Related Provisions: 87(2)(x) — Amalgamations — flow- 
through to new corporation; 112(5.6) — Stop-loss rules restricted. 


History: Subsec. 112(4.21) added by 1998, c. 19, subsec. 131(1), 
applicable to dispositions that occur after April 26, 1995. 


(4.22) Loss on. share held by trust — 
excluded dividends — A dividend shall not be 


S. 112(4.3) 


included in the total determined under. paragraph 
(4.2)(b) where the taxpayer establishes that 


(a) it was received when the trust, the beneficiary 
-and persons with whom the beneficiary was not 
dealing at arm’s length did not own in total more 
than 5% of the issued shares of any class of the 
capital stock of the corporation from’ which the 
dividend was received; and 


(b) it was received on a share that the trust owned 
throughout the 365-day period that ended imme- 
diately before the disposition. 


Related Provisions: 87(2)(x) os Amalgamations — flow- 
through to new corporation; 112(5.6) — Stop-loss rules restricted. 


History: Subsec. 112(4.22) added by 1998, c. 19, subsec. 131(1), 
applicable to ‘dispositions that occur after April 26, 1995. 


(4.3): [Repealed] 


History: Subsec. 112(4.3) repealed by 1998, c. 19, subsec. 131(2), 
applicable to dispositions that occur after April 26, 1995. Subsec. 
112(4.3) formerly read: 


(4.3) Idem — Subject to subsections (5.5) and (5.6), where a 
taxpayer is a beneficiary of a trust (other than a prescribed 
trust) that owns a share that is not capital property and the 
taxpayer receives a taxable dividend in respect. of that share 
pursuant to a designation under subsection 104(19) or the 
trust has made a designation under subsection 104(20) in re- 

_ spect of the taxpayer for a dividend other than a taxable divi- 
dend on that share, the amount of any loss of the trust arising 
with respect to the share on which the dividend was subject to 
a designation shall, unless it is established by the taxpayer 
that 


(a) the trust owned the share 365 ai or longer before 
the loss was sustained, and 


(b) the trust, the taxpayer and persons with whom the tax- 
payer was not dealing at arm’s length did not, at the time 
the dividend was received, own in the aggregate more 
than 5% of the issued shares of any class of the capital 
stock of the corporation from which the dividend was 
received, 


be deemed to be the amount of that loss otherwise deter- 
mined, minus the total of all amounts each of which is a divi- 
dend (other than a capital gains dividend within the meaning 
assigned by subsection 131(1)) in respect.of that share: that 
was designated under subsection 104(19) or (20) in respect,of 
the taxpayer. 


The opening words of, subsec. 112(4.3) amended by 1995. c. 21, 
subsec. 56(6), applicable to dispositions occurring after October 30, 
1994. The opening words formerly read:.. 


(4.3) Loss on share that is not capital property of trust — 
Where a taxpayer is a beneficiary of a trust (other than a pre-.__ 
scribed trust) that owns a share that is not capital property and 
the taxpayer receives a taxable dividend in respect of that 
share pursuant to a designation under subsection 104(19) or 
the trust has made a designation under subsection 104(20) in 
respect of the taxpayer for a dividend other than a taxable 
dividend on that share, the amount of any loss of the trust 
arising with respect to the share on which.the dividend was 
subject to a designation shall, unless it is established by the 
taxpayer that 


Pre-RSC History: Subsec, 112(4.3) added by 1980-81-82-83, c. 
140, subsec. 71(6), applicable with respect to dispositions occurring 
after November 12, 1981. 


Interpretation Bulletins: IT-88R2: Stock dividends; IT-328R3: 
Losses on shares on which dividends have been received. 
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(5) Disposition of share by financial institu- 
tion — Subsection (5.2) applies to the disposition of 
a share by a taxpayer in a taxation year where 


(a) the taxpayer is a financial institution in the 
year; 


(b) the. share is a mark-to-market sparen for the 
year; and 


(c) the taxpayer received a dividend on the share 
at a time when, the taxpayer and persons. with 
whom the taxpayer was not dealing at.arm’s 
length held in total more than 5% of the issued 
shares of any class of the capital stock of the cor- 
poration from which the dividend was received. 


Related Provisions: 87(2)(e.5) — Amalgamations — continuing 
corporation; 88(1)(h) — Windup —continuing corporation; 
112(5.4) — Deemed dispositions and reacquisitions to be ignored; 
138(11.5)(k.2) — Transfer of business by non-resident insurer. 


History: Subsec. 112(5) added by 1995, c. 21, subsec. 56(7), appli- 
cable to dispositions in taxation years that begin.after October 1994. 


Pre-RSC History: Subsec. 112(5) repealed by 1977-78, :c. 1, sub- 
sec. 55(4), applicable with respect to dividends received after March 
31, 1977. Subsec: 112(5) formerly read: 


(5) Limitation where dividend received by trader or 
dealer in securities — Subsection (1) is not applicable in 
respect of any taxable dividend received by a corporation that 
at the time the dividend was received was a trader or dealer in 
securities, to. the extent of such portion, if any, of the divi- 
dend as was paid out of the payer corporation’s designated 
surplus. 


(5.1) Share held for less than one year — Sub- 
section (5.2) applies to the disposition of a share by a 
taxpayer in a taxation year where 


(a) the disposition is an actual disposition; 


(b) the taxpayer did not hold the share throughout 
the 365-day period that ended immediately before 
the disposition; and 


(c) the share. was. a mark-to-market. property. of 
the taxpayer for a taxation year that begins after 
October 1994 and in which the taxpayer was a fi- 
nancial institution. 


Related Provisions: 87(2)(e.5) — Amalgamations — continuing 
corporation; 88(1)(h) — Windup — continuing — corporation; 
112(5.4) — Deemed dispositions and reacquisitions to be ignored; 
138(11.5)(k.2) — Transfer of business by non-resident insurer. — 


History: Para. 112(5.1)(b) amended by 1998, c. 19, subsec. 131(3), 
applicable to dispositions that occur after April 26, 1995. Para. 
112(5.1)(b) formerly read: 


(b) the taxpayer held the share for less than 365 days;.and 


Subsec. 112(5.1) added by 1995, c. 21, subsec. 56(7), applicable to 
dispositions in taxation years that begin after October 1994. 


(5.2) Adjustment re dividends — Subject to sub- 
section (5.3), where subsection (5) or (5.1) provides 
that this subsection applies to the disposition of a 
share by a taxpayer at any time, the taxpayer’s pro- 
ceeds of disposition shall be deemed to be the 
amount determined by the formula 


A+B-+(C-D) 


Income Tax Act, Part I 


where 


A is the taxpayer’s proceeds determined without 
reference to this subsection, 


Bis the lesser of 


(a) the loss, if any, from the disposition of the 
share that would be determined before the ap- 
plication of this subsection if the cost of the 
share to any taxpayer were determined with- 
out reference to | 


(i). paragraphs. 87(2)(e.2) and (e.4), 
88(1)(c), 138(11.5)(e) and 142.5(2)(b), 


(ii) subsection 85(1), where the provisions 
of that subsection are required by para- 
graph 138(11.5)(e) to be applied, and 


(i11) paragraph 142.6(1)(d), and 
(b) the total of all.amounts each of which is 


(1) where the taxpayer is a corporation, a 
taxable dividend received by the taxpayer 
on the share, to the extent of the amount 
that was deductible under this section or 
subsection 115(1) or 138(6) in computing 
the taxpayer’s taxable income or taxable 
income earned in Canada for any taxation 
year, 


(11) where the taxpayer is a partnership, a 
taxable dividend received by the taxpayer 
on the share, to the extent.of the amount 
that was deductible under this section or 
subsection 115(1) or 138(6) im computing 
the taxable income or taxable income 
earned in Canada for any taxation year of 
members of the partnership, 


(iii) where the taxpayer is. a. trust, an 
amount designated. under», subsection 
104(19) in respect of a taxable dividend: on 
the share, or 


(iv) a dividend (other ave a ernéaste divi: 
dend) received by the aN on the 
share, 


C. is the-total of all amounts each oH aces is. the 
amount by. which 


(a) the taxpayer’s proceeds. of disposition, ona 
deemed disposition of the share before. that 
time were increased because of this 
subsection, 


(b) where the taxpayer is a corporation or 
trust, a loss of the taxpayer on a deemed dis- 
position of the share before that time.was re- 
duced because of subsection (3), (3.2), (4) or 
(4.2), or 

(c) where the taxpayer is a partnership, a loss 
of a member of the partnership on a deemed 
disposition of the share before that time was 
reduced because of subsection (3.1) or (4. Pap 
and 


D is the total of all amounts each of which is the 
amount by which the taxpayer’s: proceeds of dis- 
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position on a deemed disposition of the share 

before that time were decreased because of this 

subsection. 
Related Provisions: 87(2)(e.5) — Amalgamations — continuing 
corporation; 88(1)(h) — Windup — continuing corporation; 
112(5.21) — Exclusion for certain dividends; 112(5.3), (5.4) — Ap- 
plication; 112(5.5), (5.6)— Stop-loss rules not applicable; 
138(11.5)(k.2) — Transfer of. business by non-resident insurer; 
257 — Formula amount cannot calculate to less than zero. 
History: Subpara. (b)(iv) of the description of B, and para. (b) of 
the description of C in subsec. 112(5.2), amended by 1998, c. 19, 
subsecs. 131(4), (5), applicable to dispositions that occur after April 
26, 1995. Subpara. B(b)(iv) and para. C(b) formerly read: 

(iv),a dividend (other than a taxable dividend or a dividend 

deemed by subsection 131(1) to be a capital gains dividend) 

received by the taxpayer on the share, 


(b) where the taxpayer is a corporation or trust, a loss of the 
taxpayer on a deemed disposition of the share before that 
time was reduced because of subsection (3), (3.2), (4) or 
(4.3), or 


Subsec. 112(5.2) added by 1995, c. 21, subsec. 56(7), applicable to 
dispositions in taxation years that begin after October 1994. 


(5.21) Subsection (5.2)— excluded divi- 
dends — A dividend shall not be included in the to- 
tal determined under paragraph (b) of the description 
of B in subsection (5.2) unless 


(a) the dividend was received when the taxpayer 
and persons with whom the taxpayer did not deal 
at arm’s length held in total more than 5% of the 
issued shares of any class of the capital stock of 
the corporation from which the dividend was re- 
ceived; or 


(b) the share was not held by the taxpayer 
throughout the 365-day period that ended imme- 
diately before the disposition. 


History: Subsec. 112(5.21) added by 1998, c. 19, subsec. 131(6), 
applicable to dispositions that occur after April 26, 1995. 


(5.3) Adjustment not applicable — For the pur- 
pose of determining the cost of a share to a taxpayer 
on a deemed reacquisition of the share after a 
deemed disposition of the share, the taxpayer’s pro- 
ceeds of disposition shall be determined without re- 
gard to subsection (5.2). 

History: Subsec. 112(5.3) added by 1995, c: 21, subsec. 56(7), ap- 
plicable to dispositions in taxation years that begin after October 
1994. 


(5.4) Deemed dispositions — Where a taxpayer 
disposes of a share at any time, 


(a) for the purpose of determining whether sub- 
section (5.2) applies to the disposition, the condi- 
tions in subsections (5) and (5.1) shall be applied 
without regard to a deemed disposition and reac- 
quisition of the share before that time; and 


(b) total amounts under subsection (5.2) in re- 
spect of the disposition shall be determined from 
the time when the taxpayer actually acquired the 
share. 


S. 112(6)(a) 


Related Provisions: 87(2)(e.5) — Amalgamations — continuing 
corporation; 88(1)(h) +- Windup — continuing: > corporation; 
138(11.5)(k.2) — Transfer of business by non-resident insurer. 
History: Subsec. 112(5.4) added by 1995,-c. 21, subsec. 56(7), ap- 
plicable to dispositions in taxation years that begin after October 
1994. 


(5.5) Stop-loss rules not applicable — Subsec- 
tions (3) to (4) and (4.2) do not apply to the disposi- 
tion of a share by a taxpayer in a taxation year that 
begins after October 1994 where 


(a) the share is a mark-to-market property for the 
year and the taxpayer is a financial institution in 
the year; or 


(b) subsection (5.2) applies to the af posta 
‘Related Provisions: 112(5.6) — Transitional rules. 


History: The opening words of subsec. 112(5.5) amended by 1998, 
c. 19, subsec. 131(7), applicable to dispositions that occur after 
April 26, 1995. The opening words formerly read: 


(5.5) Stop-loss rules not applicable — Subsections (3) to 
(4), (4.2) and (4.3) do not apply to the disposition of a share 
by a taxpayer in a taxation year that begins after October 
1994 where 
Subsec. 112(5.5) added by 1995, c. 21, subsec. 56(7), applicable to 
dispositions in taxation years that begin after October 1994. 


(5.6) Stop-loss rules restricted — In determin- 
ing whether any of subsections (3) to (4) and (4.2) 
apply to reduce a loss of a taxpayer from the disposi- 
tion of a share, this Act shall be read without refer- 
ence to paragraphs (3.01)(b) and (3.11)(b), sub- 
clauses (3.2)(a)(i)(C)() and (3.3)(a)Gi)(C)d) and 
paragraphs (3.31)(b), (3.32)(b), (4. 01)(b), (4. 21)(b) 
and (4.22)(b) where 


(a) the disposition occurs 


(i) because of subsection 142.5(2) in a taxa- 
tion year that includes October 31, 1994, or 


(11) because of paragraph 142. 6(1)(b) after Oc- 
tober 30, 1994; or 


(b) the share was a mark-to-market property of 
the taxpayer for a taxation year that begins after 
October 1994 in which the taxpayer was a finan- 
cial institution. 
History: The opening words of subsec. 112(5.6) amended by 1998, 
c. 19, subsec, 131(8), applicable to dispositions that. occur after 
April 26, 1995. The opening words formerly read: 
(5.6) Stop-loss rules restricted — In determining whether 
any of subsections (3) to (4), (4.2) and (4.3) apply to the dis- 
position of a share by a taxpayer, each of those: subsections 
shall be read without reference to paragraph (a) of the subsec- 
tion where 
Subsec, 112(5.6) added by 1995, c. 21, subsec. 56(7), applicable to 
dispositions occurring after October 30, 1994. 


(6) Meaning of certain expressions — For the 
purposes of this section, 


(a) [“dividend”, “taxable dividend”’] — 
“dividend” and “taxable dividend” do not include 
a capital gains dividend (within the meaning as- 
signed by subsection 131(1)) or any dividend re- 
ceived by a taxpayer on which the taxpayer was 
required to pay tax under Part VII of the Jncome 
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Tax Act, chapter 148 of the Revised Statutes of 
Canada, 1952, as it read on March 31, 1977; 


(b) [“control”] — one corporation is controlled 
by another corporation if more than 50% of its 
issued share capital (having full voting rights 
under all circumstances) belongs. to the other cor- 
poration, to persons with whom the other corpo- 
ration does not deal at arm’s length, or to the 


other corporation and persons with whom the . 


other corporation does not deal at arm’ s length; 
and 


(c) [“financial institution”, La nEeHO: 
market property’’] — “financial institution” 
and “mark-to-market property” have the mean- 
ings assigned by subsection 142.2(1). 


Related Provisions: See Related provisions and Definitions at 
end of s. 112. 


History: Para. 112(6)(a) amended by 1998, c. 19, subsec. 131(9), 
applicable after April 26, 1995. Para. 112(6)(a) formerly read: 


(a) [“taxable dividend”] — “taxable dividend” does not in- 
clude a capital gains dividend within the meaning assigned by 
subsection 131(1); 


Para. 112(6)(c) added by 1995, c. 21, subsec. 56(8), Fete to 


taxation years that begin after October 1994. 


(7) Rules where shares exchanged — Where a 


share (in this subsection referred to as. the “new. 


share’) has been acquired in exchange for another 
share (in this subsection referred to. as the “old 
share’) in a transaction to which section 51, 85.1, 86 
or 87 applies, for the purposes of the application of 
any of subsections (3) to (3.32) in respect of a.dispo- 
sition of the new share, the new share is deemed to 
be the same share as the old share, except that 


(a) any dividend received on the old share is 
deemed for those purposes to have been received 
on the new share only to the extent of the propor- 
tion of the dividend that 


(i) the shareholder’s adjusted cost base of the 
new share immediately after the exchange 


is of 


(ii) the shareholder’s adjusted cost base of all 
new shares immediately after the exchange 
acquired in exchange for the old share; and 


(b) the amount, if any, by which a loss from the 
disposition of the new share is reduced because 
of the application of this subsection shall not ex- 
ceed the proportion of the shareholder’s adjusted 
cost base of the old share immediately before the 
exchange that 


(i) the shareholder’s adjusted cost Blake of the 
~ new share immediately after the exchange 
is of 

(11) the shareholder’s adjusted cost base of all 


new shares, immediately after the exchange, 
acquired in exchange for the old share. 


Income Tax Act, Part I 


History: Subsec: 112(7) amended by-1998, c. 19, subsee, 131(¢10), 
applicable. to, dispositions that occur after, April 26, 1995. Subsec. 
112(7) formerly read: 


(7) Rules where shares exchanged — Where at a particu- 
lar time a share (in this subsection referred to as the “new 
share”) has been acquired by ‘a corporation, partnership or 
trust (in this subsection referred to as the “holder”) in ex- 
change for another share (in this subsection referred to as the 
“old share”) by means of a transaction to which section 51, 
85.1, 86 or 87 applies, any reference in subsection (3), (3.1) 
or (3.2) to a share shall. be deemed to include a reference to 
the new share and the old share as though they, were. the same 
share, except that the total .of the amounts to be deducted 
from a‘loss otherwise determined on any new share. of ‘the 
holder, in respect of dividends received, or designated by the 
holder, in respect of the share, shall be deemed to be the total 
of 


(a) the total of all amounts each of which is an amount 
that would be determined under subsection (3), (3.1) or 
(3.2) in respect of a taxable dividend, a capital dividend 
or a life insurance capital dividend received or designated 
by the holder in respect of the new share only, and . 


(b) the amount determined by the formula 


VA! 
C 


where 


A is the total of all amounts each of which is’ the 
amount determined in respect of an old share ex- 
changed by the holder at the particular time equal to - 
the lesser of 


(i) the total of all amounts each of which is re- 
"ceived or designated by the holder in respect of a 

taxable dividend, a capital dividend or a life in- 

surance capital dividend on the old share, and 


(ii) the adjusted cost base to the holder of the old 
share immediately before the particular time, 


B.. is the adjusted cost base to the holder of the new 
share immediately after the exchange, and 


Cis the adjusted: cost base to the holder of all new 
shares immediately after the exchange, 


to the extent that those amounts were not amounts on which 
the holder was required to pay tax under Part VII of the In- 
come Tax Act, chapter 148 of the. Revised Statutes.of Canada, 
1952, as it read on March 31, 1977. i 


Para. 112(7)(b). substituted by 1994, c. 21, subsec, 51(5), applicable 
to losses arising in 1992 et seg. That para. formerly read: 


(b) that proportion of the total,of all amounts each of which is. 
an amount received or designated by.the holder in respect of a 
taxable dividend, a capital dividend or a life insurance capital 
dividend on all the old shares exchanged at the particular time * 
that 


(1) the adjusted cost base to the holder of the new share 
immediately after the exchange 


is of 
(11) the adjusted cost base to the holder of all new shares 
immediately after the exchange 


Pre-RSC History: Subsec. 112(7) substituted by 1980-81-82-83, 
c. 140, subsec. 71(7), applicable with respect to share exchanges oc- 
curring after November 12, 1981. Subsec. 112(7) formerly read: 


(7) Where at a particular time a share (in this subsection re- 
ferred to.as the “new share”) has been acquired by. a corpora- 
tion in exchange for another share (in this subsection referred 
to as the “old share”) by means of a transaction to which sec- 
tion 51,-85.1, 86 or 87 applies, any reference in subsection (3) 
to a share shall be deemed to include a reference to the new 
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share and the old share as though they were the same share, 
except that the aggregate of the amounts to be deducted from 
a loss otherwise determined on any new share of the corpora- - 
tion, in respect of dividends received by it on the share, shall 
be deemed to be the aggregate of 


(a) the aggregate of amounts that would be determined 
under subsection (3) in respect of taxable dividend or 
capital dividends received by it on the new share only; 
and 

(b) that proportion of the aggregate of all amounts re- 
ceived by. it in respect of taxable dividends or capital, div- 
idends on all the old shares exchanged at the particular 
time that 


(i) the adjusted cost base to him of the new share im- 
mediately after the exchange 


is of 
(ii) the adjusted cost base to him of all new shares 
immediately after the exchange 


to the extent that such amounts were not amounts on 
which the corporation was required to pay tax under Part 
VII of this Act as it read on March 31, 1977. 


All that portion of subsec. 112(7) following para. (b) substituted by 
1977-78, c. 1, subsec. 55(5), applicable after March 31, 1977, to add 
“of this Act as it read on March 31, 1977”. 


Subsec. 112(7) added by 1974-75-76, c. 26, subsec,.72(3), applica- 
ble in respect of losses arising after May 6, 1974. 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins [subsec. 112(7)]: IT-88R2: Stock div- 
idends; IT-269R3: Part IV tax on dividends received by, a private 
corporation or a subject corporation; IT-328R3: Losses on shares on 
which dividends have been received. 


Related Provisions [s. 112]: 66(1) — Exploration development 
expenses of principal-business corporations; 82(2) — Certain divi- 
dends deemed received by taxpayer; 138(6) — Insurance corpora- 
tions — Deduction for dividends from taxable corporations ; 
187.2 — Tax on dividends on taxable preferred shares; 187.3 — 
Tax on dividends on taxable RFI shares. 


Definitions [s. 112]: “adjusted cost base” — 54, 248(1); 
“amount” — 248(1); “arm’s length” — 251(1); “business” — 
248(1); “Canada” — 255; “capital dividend” — 83(2), 248(1); “cap- 
ital property” — 54, 248(1); “class of shares” —248(1); “con- 
trol” — 112(6)(b); “corporation” — 248(1), Interpretation Act 
35(1); “dividend” — 112(6)(a), 248(1); “dividend rental arrange- 
ment” — 248(1); “exempt share” — 112(2.6), (2.7); “financial in- 
stitution” — 112(6)(c), 142.2(1); “foreign affiliate” — 95(1), 
248(1); “grandfathered share”, “individual”, “insurance corpora- 
tion” — 248(1); “investment corporation” — 130(3)(a), 248(1); “in- 
vestor’, “issuer” — 112(2.6); “life insurance capital dividend” — 
248(1); “mark-to-market property” 112(6)(c);.142.2(1); “mutual 
fund corporation” — 131(8), 248(1); “mutual fund trust” — 132(6), 
248(1); “non-resident-owned investment corporation” — 133(8), 
248(1); “person”, “prescribed”, “property” — 248(1); “received”? — 
248(7); “regulation” —,248(1);,, “related” — 112(2.9), 251; “resi- 
dent in Canada” — 250; “restricted financial institution” — 248(1); 
“series of transactions” — 248(10); “share” — 112(7), 248(1); 
“short-term preferred share” — 248(1); “‘specified financial institu- 
tion” — 248(1), 248(14); “specified person” — 112(2.2)(g); “sub- 
stituted property” — 248(5); “tax payable” — 248(2); “taxable Ca- 
nadian corporation” — 89(1), 248(1); “taxable dividend” — 89(1), 
112(6)(a), 248(1); “taxable income” — 2(2), 248(1); “taxable in- 
come earned in Canada” — 115(1), 248(1); “taxable preferred 
share” — 248(1); “taxation year” — 249; “taxpayer”, “term pre- 
ferred share” — 248(1):; “trust” — 104(1), 248(1), (3). 


113. (1) Deduction in respect of dividend 
received from foreign affiliate — Where in a 


S. 113(1) 


taxation year a corporation resident in Canada has 
received a dividend on a share owned by it of the 
capital stock of a foreign affiliate of the corporation, 
there may be deducted from the income for the year 
of the corporation for the purpose of computing its 
taxable income for the year, an amount equal to the 
total of 


(a) an amount equal to such portion of the divi- 
dend as is prescribed to have been paid out of the 
exempt surplus, as defined by regulation (in this 
Part referred to as “exempt surplus”) of the 
affiliate, 


Selected Cases [para. 113(1)(a)]: Old HW-GW Ltd. v. Canada, 
[1993] 1 C.T.C. 363 (FCA), leave to appeal to SCC refused (Sept. 


_ 30, 1993), Doc. 23591 (SCC) (Puerto Rico separate country from 


US under subsections 5907(10) and (11) of Regulations; incentive 
to promote sales from Puerto Rico to US was “export” incentive; 
dividends from foreign affiliate in Puerto Rico not from “exempt 
surplus’). 


(b) an amount equal to the lesser of 


(4) the product obtained when the foreign tax 
prescribed to be applicable to such portion of 
the dividend as is prescribed to have been paid 
out of the taxable surplus, as defined by regu- 
lation (in this Part referred to as “taxable sur- 
plus”) of the affiliate is multiplied by the 
amount by which 


(A) the relevant tax factor 
exceeds — 
(B) one, and 
(ii) that portion of the dividend, 
(c) an amount equal to the lesser of 
(i) the product obtained when 


(A) the non-business-income tax paid by 
the corporation applicable to such portion 
of the dividend as is prescribed to have 
been paid out of the taxable surplus of the 
affiliate 


is multiplied by 
(B) the relevant tax factor, and 


(11) the amount by which such portion of the 
dividend as is prescribed to have been paid 
out of the taxable surplus of the affiliate ex- 
ceeds the deduction in respect thereof referred 
to in paragraph (b); and 


(d) an amount equal to such portion of the divi- 
dend as is prescribed to have been paid out of the 
pre-acquisition surplus of the affiliate, 


and for the purposes of this subsection and subdivi- 
sion i of Division B, the corporation may make such 
elections as may be prescribed. 


Related Provisions: 20(13) — Deduction for dividend; 91(5) — 
Amounts deductible in respect of dividends received; 93(3) — Ex- 
empt dividends; 111(8)“non-capital loss” A:E — Carryforward of 
dividend deduction as non-capital loss; 112(2) — Deduction for 
dividend received from corporation that is not a foreign affiliate; 
113(4) — Dividend received before 1976; 186(1)— Part IV tax on 
certain taxable dividends; 186(3)‘‘assessable dividend” — Part IV 
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tax. See additional Related provisions and Definitions at end of s. 
113. 


Pre-RSC History: That portion of subsec. 113(1) following para; 
(d) added by 1980-81-82-83,.c. 140, .s. 72, applicable with respect to 
elections made after 1975. 


Paras. 113(1)(a)-(d). substituted by 1974- 75-16, ¢. 26; subsecs. 
73(1)-(4), applicable to 1972 et seq. 


Regulations: 5900-5902, 5906, 5907 (prescribed portion, pre- 
scribed foreign tax, prescribed elections, definitions); 5900(1)(c) 
(pre-acquisition surplus); ad 01) (exempt surplus, taxable 
surplus). 


Interpretation Bulletins: IT-269R3: Part IV tax on-taxable divi- 
dends received by a private corporation or a subject corporation; IT- 
328R3: Losses on shares on which dividends have been received. 


Information Circulars: 77-9R: Books, records and other require- 
ments for taxpayers having foreign affiliates. 


(2) Additional deduction — Where, at any partic- 
ular. time in a taxation year ending after 1975, a cor- 
poration resident in Canada has received a dividend 
on a share owned by it at the end of its 1975 taxation 
year of the capital stock of a foreign affiliate of the 
corporation, there may be deducted from the income 
for the year of the corporation for the purpose of 
computing its taxable income for the year, an 
amount in respect of the dividend equal to the lesser 
of 

(a) the amount, if any, by which the. amount of 

the dividend so received exceeds the total of 


(i) the deduction in respect of the dividend 
permitted by subsection 91(5) in computing 
the corporation’s income for the year, and 


(ii) the deduction in respect of the dividend 
permitted by subsection (1) from the income 
for the year of the corporation for the purpose 
of computing its taxable income, and 


(b) the amount, if any, by which 


(i) the adjusted cost base to. the corporation of 
the share at the end of its 1975 taxation year 


exceeds the total of 
(ii) [Repealed under former. Act] 


(111) such amounts in respect of dividends re- 
ceived by the corporation on the share after 
the end of its 1975 taxation year and before 


the particular time as are deductible under | 


paragraph (1)(d) in computing the taxable in- 
come of the corporation for taxation years 
ending after 1975, 


(iii.1) the total of all amounts received by the 
corporation on the share after the end of its 
1975 taxation year and before the particular 
time on a reduction of the paid-up capital of 
the foreign affiliate in respect of the share, 
and 


(iv) the total of all amounts deducted: under 
this subsection in respect of dividends re- 

ceived by the corporation on the share before 
the particular time. 


Related Provisions: 92 — Adjusted cost base.of share in foreign 
affiliate; 113(1) — Deduction in respect of dividend teceived from 


Income Tax Act, Part I 


foreign affiliate; 186(3)“assessable dividend” — Part IV tax. See 
additional Related provisions and Definitions at end of s. 113. 
Pre-RSC History: Subpara. 113(2)(b)(i1) repealed by 1979, c. 5, s. 
37, applicable to 1976 et seq. Subpara. 113(2)(b)(ii) formerly read: 
(ii) the amount, if any, by which the aggregate of amounts 
required by paragraph 92(1)(a) to be added in computing the 
‘adjusted cost base referred to in subparagraph (i) exceeds the 
aggregate of amounts required by paragraph 92(1)(b) to be 
deducted in computing that adjusted cost base, 
Subpara. 113(2)(b)(iii) added by 1976-77, c. 4, s. 47, applicable in 
respect of any amount received by a corporation resident in Canada, 
after the end of the corporation’s 1975 taxation year, on a share of a 
foreign affiliate of the corporation on a reduction of the paid-up 
capital of the foreign affiliate in respect of that share. 


Subparas. 113(2)(a)G), 113(2)(b) substituted by 1974-75-76, c. 26, 
subsec. 73(1)-(4), applicable to 1972 et seq. 


Interpretation Bulletins: IT-98R2: Investment corporations; IT- 
269R3: Part IV tax on taxable dividends received, by a private cor- 
poration or a subject corporation. 


(3) Definitions — In this section, 


‘“non-business-income tax” paid by a taxpayer has 
the meaning assigned by subsection 126(7); 


“relevant tax factor” has the meaning assigned by 
subsection 95(1). 


Pre-RSC History: The definition “non- easy income tax” was 
para. 113(3)(b); “relevant tax factor” was para. 113(3)(a). 


(4) Portion of dividend deemed paid out of 
exempt surplus — Such portion of any dividend 
received at any time in a taxation year by a corpora- 
tion resident in Canada on a share owned by it of the 
capital stock of a foreign affiliate of the corporation, 
that was received after the 1971 taxation year of the 
affiliate and before the affiliate’s 1976 taxation year, 
as exceeds the amount deductible in respect of the 
dividend under paragraph (1)(d): in. computing the 
corporation’s taxable income. for the year. shall, for 
the purposes of paragraph (1)(a), be deemed: to-be 
the portion of the dividend prescribed to ‘have been 
paid out of the exempt surplus of the affiliate. 
Related Provisions: 113(1) — Deduction in respect of dividend 
received from foreign affiliate. See additional Related provisions 
and Definitions at end of s. 113. 


Pre-RSC History: Subsecs. .113(3), (4) substituted, subseced 
113(5)-(7) repealed, by 1974-75-76, c.: 26, subsecs. 73(1)+(4), ap- 
plicable to 1972 et seq. 


Related Provisions [s. 113]: 66(1) — Eebiedaek and develop- 
ment expenses of principal-business corporations; 80:1(4) — Assets 
acquired from foreign affiliate of taxpayer as dividend in kind or as 
benefit to shareholder; 82(2) — Dividend deemed received by tax- 
payer; 126(4) — Portion of foreign tax not included; 187.2 — Tax 
on dividends on taxable preferred shares;' 187.3 — Tax on dividends 
on ‘taxable RFI shares; 258(3) — Certain ‘dividends ‘on preferred 
shares deemed to be interest; 258(5) — Deemed interest on certain 
shares. ; 


Definitions [s. 113]: “adjusted cost base” — 54; “amount” — 
248(1); “Canada” — 255; “corporation” — 248(1), Interpretation 
Act 35(1); “dividend” —- 248(1); “exempt surplus” — 113(1)(a), 
Reg. 5907(1); “foreign affiliate’ — 95(1), 248(1); “individual” — 


248(1); “non-business-income tax” — 113(3), 126(7); “pre- 
scribed” — 248(1); “ ; “resident 
in Canada” — 250; “share” — 248(1); “taxable income” — 2(2), 


248(1); “taxable surplus” — 113(1)(b)(@), Reg. para ehaxation 
year’ — 249; “taxpayer” — 248(1).: 
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Div. C — Computation of Taxable Income 


114. Individual resident in Canada for only 
part of year — Notwithstanding subsection 2(2), 
where an individual is resident in Canada throughout 
part of a taxation year, and throughout another part 
of the year is non-resident, the individual’s taxable 
income for the year is the amount, if any, by which 
the total of 


(a) the individual’s income for the period or peri- 
ods in the year throughout which the individual is 
resident in Canada, computed without regard to 
section 61.2 and as though that period or those 
periods were the whole taxation year, and 


(b) the amount that would be the individual’s tax- 
able income earned in Canada for the year if at no 
time in the year the individual had been resident 
in Canada, computed as though the part of the 
year that is not in the period or periods referred to 
in paragraph (a) were the whole taxation year, 


exceeds 
(c) the total of 


(i) such of the deductions permitted for the 
purpose of computing taxable income as can 
reasonably be considered wholly applicable, 
and 


(ii) such part of any other of those deductions 
as can reasonably be considered applicable 


to the period or periods referred to in paragraph 

(a), 
except that the total i all amounts included j in com- 
puting the total determined under paragraph (c) and 
all amounts deducted because of paragraphs 
115(1)(d) to (f). in respect of the individual for the 
year shall not exceed the total of the amounts that 
would have been deductible in computing the indi- 
vidual’s taxable income for the year had the individ- 
ual been resident in Canada throughout the year. 


Related Provisions: 111(9)— Losses where taxpayer not resi- 
dent in Canada; 114.1 — Application of subsec. 115(2); 118.91 — 
Part-time resident — deductions from tax; 120(3)(a) — Effect of s. 
114 where income earned in no province or in Quebec; 126(2.1) — 
Foreign tax credit where s. 114 applies; 128.1 — Change in 
residence. 


History: Para. 114(a) amended by 1995, c. 21, s. 37, applicable to 
taxation years that end after. February 21, 1994. Para. (a) formerly 
read: 


(a) the individual’s income for the period or periods in the 
year throughout which the individual is resident in Canada, 
computed as though that period or those periods were the 
whole taxation year, and 


All that portion of s, 114 preceding para. (b) substituted by 1994, c. 
21, s. 52, applicabie to 1992 et seg., except that a taxpayer may 
elect that the amendment not apply to the taxpayer’s 1992 taxation 
year by notifying the Minister of National Revenue in writing 
before the end of December 1994. That portion of s. 114 formerly 
read: 


114. Individual resident in Canada for only part of year — 
Notwithstanding subsection 2(2), where an individual is resi- 
dent in Canada during part of a taxation year, and during 
some other part of the: year is not resident in Canada, is not 
employed in Canada and is not carrying on business in Can- 


S. 114 


ada, for the purposes of this Part, the individual’s taxable in- 
come for the year is the amount, if any, by which the total of 


(a) the individual’s income for the period or periods in 
the year throughout which the: individual is resident in 
Canada, is employed in Canada or is carrying on business 
in Canada, computed as though that period or those peri- 
ods were the whole taxation year and as though any dis- 
position of property deemed by subsection 48(1) to have 
been made because the individual ceased to be resident in 
Canada were made in that period or those periods, and 


S. 114 substituted by 1994, c. 7, Sch. I (1991, c. 49), s. 85, applica- 
ble to 1988 et seq. S. 114 formerly read: 


114. Individual resident in Canada during part only of 
year — Notwithstanding subsection 2(2), where an individ- 
ual was resident in Canada during part of a taxation year, and 
during some other part of the year was not resident in Can- 
ada, was not employed in Canada and was not carrying on 
business in Canada, for the purpose of this Part, the individ- 
ual’s taxable income for the taxation year is the total of 


(a) the individual’s income for the period or periods in 
the year throughout which the individual was resident in, 
Canada, was employed in Canada or was carrying on 

. business in Canada, computed as though that period or 
those periods, were the whole taxation year and as though 
any. disposition of property deemed, by subsection 48(1) 
to. have been made by reason of the individual having 
ceased to be resident in Canada were made in the period 
or periods, and 


(b) the amount that would be the individual’s taxable in- 
come earned in Canada for the year if at no time in. the 
year the individual had been resident in Canada, com- 
puted as though the portion of the year that is not in the 
period or periods referred to. in paragraph (a) were the 
whole taxation year, 


minus the total of such of the deductions permitted for the 
purpose of computing taxable income as may reasonably be 
considered wholly applicable to the period or periods referred 
to in paragraph (a) and of such part of any other of those de- 
ductions as may reasonably be considered saa to the 
period or periods. 


Pre-RSC History: Para. 114(a) amended by 1988, c. 55, s. 86, to 
substitute “the year throughout. which” for “the year during which” 
and “by reason of” for “by virtue of’, applicable-to 1988 et seq. 


Para. 114(a) substituted by 1986, c.-6, s. 62, applicable to 1986 et 
seq. Para. 114(a) formerly read: 


(a) his income for the period or periods in the year during 
which he was resident in Canada, was employed in Canada .or 
was carrying on business in Canada, computed as though 


(i) such period or periods were the whole taxation year, 


(ii) any disposition of property deemed by subsection 
48(1) to have been made by virtue of the taxpayer’s hav- 
ing ceased to be resident in Canada were. made in such 
period or periods, and 


(111) any amount deemed by subsection 48(1.1) to be a 
capital gain or capital loss for the year from an indexed 
security investment plan were a capital gain or capital 
loss, as the case may be, for such period or periods, and 


S. 114 substituted by 1984, c. 1, s. 57, applicable to 1983 et seq. S. 
114 PORE read: 


114. Individual resident in Canada during part only of 
year — Where an individual was resident in Canada during 
part of a taxation year, and during some other part of the year 
was not resident in Canada, was not employed in Canada and 
was not carrying on business in Canada, for the purpose of 
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this Part his taxable income for the taxation year is the aggre- 
gate of 


(a) his income for the period or periods in the year during 
which he was resident in Canada, was employed in Can- 
ada or was carrying on business in Canada, computed as 
though such period or periods were the whole taxation 
year and as though any disposition of property deemed 
by subsection 48(1) to have been made by, virtue of the 
taxpayer's having ceased to be resident in Canada were 
made in such period or periods, and 


(b) the amount that would be his taxable income earned 
in Canada for the year if at no time in the year he had 
been resident in Canada, computed as though the portion 
of the year that is not in the period or periods referred to 
in paragraph (a) were the whole taxation year, 


minus the aggregate of such of the deductions from income 
permitted for the purpose of computing taxable income as 
may reasonably be considered wholly applicable to the period 
or periods referred to in paragraph (a) and of such part of any 
other of the said deductions as may reasonably be considered 
applicable to such period or periods. 


Selected Cases [s. 114]: Taylor v. Canada, [1991] 1 C.T.C. 304 
(FCA) (No carryforward of “non-capital loss of other years” in- 
curred during non-residency); Taylor v. Canada, [1988] 2 C.T.C. 
226 (FCTD); rev’d [1991] 1 C.T.C. 304 (FCA) (Division B deduc- 
tions not restricted to those reasonably considered wholly applicable 
to period of residence); Schujahn v. MNR, [1962] C.T.C. 364 (Exch) 
(Intention not relevant; residence is question of fact). 


Definitions [s. 114]: “amount”, “business” — 248(1); “Can- 
ada” — 255; “capital gain”, “capital loss” — 39(1), 248(1); “carry- 


ing on business” — 253; “employed”, “individual”, “non-resident”, 
“property” — 248(1); “resident in Canada” — 250; “taxable in- 
come” — 2(2), 248(1); “taxable income earned in Canada” — 


115(1), 248(1); “taxation year” — 249; “taxpayer” — 248(1). 


Interpretation Bulletins [s. 114]: IT-163R2: Election by non- 
resident individuals on certain Canadian source income; IT-193 SR: 
Taxable income of individuals resident in Canada during part of 
year (Special Release); IT-194: Foreign tax credit — part-time re- 
sidents; IT-221R2: Determination of an individual’s residence’ sta- 
tus; IT-262R2: Losses of non-residents and part-year residents; IT- 
497R3: Overseas employment tax credit. 


114.1 Application of subsec. 115(2) — In ap- 
plying section 115 for the purposes of section 114, 
the references in paragraphs 115(2)(b), (b.1) and (c) 
to “who had, in any previous year, ceased to be resi- 
dent in Canada” shall be read as references to “who 
has, in the year, or had, in any previous year, ceased 
to be resident in Canada’. 

Pre-RSC History: S. 114.1 added by 1973-74, c. 14, s. 36, appli- 
cable to 1974 et seg. with respect to individuals who last ceased to 
be resident in Canada on or before February 19, 1973 and to 1973 et 


seq. with respect to individuals who cease to be resident in Canada 
after February 19, 1973. 


Definitions [s. 114.1]: “resident in Canada” — 250. 


Interpretation Bulletins: IT-193 SR: Taxable income of individ- 
uals resident in Canada during part of a year (Special Release). 


114.2 Deductions in separate returns — Where 
a separate return of income with respect to a tax- 
payer is filed under subsection 70(2), 104(23) or 
150(4) for a particular period and another return of 
income under this Part with respect to the taxpayer is 
filed for a period ending in the calendar year in 
which the particular period ends, for the purpose of 
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computing the taxable income under this Part of the 
taxpayer in those returns, the total of all deductions 
claimed in all those returns under section 110 shall 
not exceed the total that could be deducted under 
that section for the year with respect to the taxpayer 
if no separate returns were filed under subsections 
70(2), 104(23) and 150(4). 

Related Provisions: 118.93 — Credits in separate returns. 


Pre-RSC History: S. 114.2 substituted by 1988, c. 55, s. 87, 
applicable to 1988 et seg. S. 114.2 formerly read: 


114.2 Deductions in separate returns — Where a separate 
return of income with respect to a taxpayer is filed under sub- 
section 70(2), 104(23) or 150(4) for a: particular period, and 
another return of income under this Part with respect to: the 
taxpayer is filed for a period ending in the calendar year in 

' which the particular period ends, for the purpose of comput- 
‘ing the taxable income under this Part of the taxpayer in such 
returns, the aggregate of all deductions claimed in all such 
returns under any of sections 110, 110.1 and ‘110.2 ‘shall not 
exceed the aggregate that could be deducted under such sec- 
tion for the year with respect to the taxpayer if a separate re- 
turn were not filed under any of subsections 70(2), 104(23) 
and 150(4). 


S. 114.2 added by 1985, c. 45, s.. 59, applicable to 1985 et seq. 
Definitions [s. 114.2]: “calendar year” — Interpretation Act 
37(1)(a); “taxable income” — 2(2), 248(1); “taxpayer” — 248(1). 


Interpretation Bulletins: [T-326R3: Returns of deceased persons 
as “another person”. : 


Division D — Taxable Income 
Earned in Canada by Non- 
Residents 


115. (1) Non-resident’s taxable income 
[earned] in Canada [and taxable Canadian 
property] — For the purposes of this Act, the taxa- 
ble income earned in Canada for a taxation year of a 
person who at no time in the year is resident in Can- 
ada is the amount of the non-resident person’s in- 
come for the year that would be determined under 
section 3 if 


(a) the non-resident person had no income other 
than 


(i) incomes from the duties of offices and em- 
ployments performed by the non-resident per- 
son in Canada, 


(11) incomes from businesses carried on by the 
non-resident person in Canada, 
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Div. D — Taxable Income Earned in Canada by Non-Residents S. 115(1)(b)() 


(iii) taxable capital gains from dispositions de- 
scribed in paragraph (b), 

(411.1) the amount by which the amount re- 
quired by paragraph 59(3.2)(c) to be included 
in computing the non-resident person’s in- 
come for the year exceeds any portion of that 
amount that was included in computing the 
non-resident person’s income from a business 
carried on by the non-resident person in 
Canada, 


(111.2): amounts required by section 13 to be in- 
cluded in computing the non-resident person’s 
income for the year in respect of dispositions 
of properties to the extent that those amounts 


were not included in computing the non-resi-_ 


dent person’s income from a business carried 
on by the non-resident person in Canada, 


(i11.21) the amount, if any, included under sec- 
tion 56.3 in computing the non-resident per- 
son’s income for the year, 

(112.3) in any case where, in the year, the non- 
resident person carried on a business in Can- 


ada described in any of paragraphs (a) to (g) 
of the definition “‘principal-business corpora- 
tion” in subsection 66(15), all amounts in re- 
spect of a Canadian resource property that 
would be required to be included in comput- 
ing the non-resident person’s income for the 
year under this Part if the non-resident person 
were resident in Canada at any time in the 
year, to the extent that those amounts are not 
included in computing the non-resident per- 
son’s income by virtue of subparagraph (ii) or 
Gii.1), 


(iv) the amount, if any, by which any amount 
required by subsection 106(2) to be included 
sn computing the non-resident person’s in- 
come for the year as proceeds of the disposi- 
tion of an income interest in a trust resident in 
Canada exceeds the amount in respect of that 
income interest that would, if the non-resident 
person had been resident in Canada through- 
out the year, be deductible under subsection 
106(1) in computing the non-resident person’s 
income for the year, 7 


(iv.1) the amount, if any, by which any 
amount required by subsection 96(1.2) to be 
included in computing the non-resident per- 
son’s income for the year as proceeds of the 
disposition of a right to a share of the income 
or loss under an agreement referred to in para- 
graph 96(1.1)(a) exceeds. the amount in re- 
spect of that right that would, if the non-resi- 
dent person had been resident in Canada 
throughout the year, be deductible under sub- 
section 96(1.3) in computing the non-resident 
person’s income for the year, 


(v) in the case of a non-resident person de- 
scribed in subsection (2), the total determined 
under paragraph (2)(e) in respect of the non- 
resident person, and 


(vi) the amount that would have been required 
to be included in computing the non-resident 
_. person’s income in respect of a life insurance 
policy in Canada by virtue of subsection 
148(1) or (1.1) if the non-resident person had 
been resident in Canada throughout the year, 


Selected Cases [para. 115(1)(a)]: Hale (J.) v. Canada, [1992] 2 
C.T.C. 379 (FCA), leave to appeal to SCC refused (1993), 151 NR 
159 (note). (Benefit from exercising options while resident in UK 
and after'Canadian employment terminated taxable; subsection 7(4) 
not inconsistent with Article 15(1) of Canada-UK Convention). 


(b) the only taxable capital gains and allowable 
capital losses referred to in paragraph 3(b) were 
taxable capital gains and allowable capital losses 
‘from dispositions at any time in the year of prop- 
erty or an interest therein (in this Act referred to 
as “taxable Canadian property”) that was 


(i) real property situated in Canada, 
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(ii) a capital property used by the non-resident 
person in carrying ona business in Canada, 
other than 
(A) property used in carrying on an insur- 
ance business, and 
(B) ships and aircraft used principally in 
international traffic and personal property 
pertaining to their operation if the country 
in which the non-resident. person 1s resi- 
dent grants substantially similar relief for 
the year to persons resident in Canada, 


(iii) where the non-resident person is an in- 
surer, any capital property that is its desig- 
nated insurance property for the year, 

(iv) a share of the capital stock of a corpora- 
tion (other than a mutual fund corporation) 
resident in Canada that is not listed on a pre- 
scribed stock exchange, 


(v) a share of the capital stock of a non-resi- 
dent corporation that is not listed on a pre- 
scribed stock exchange where, at any particu- 
lar time during the 12-month period that ends 
at that time, 


(A) the fair market value of all of the 
properties of the corporation each of which 
was 

(I) a taxable Canadian property, 

(Il) a Canadian resource property, 

(IID) a timber resource property, 

([V) an income interest in a trust resi- 

dent in Canada, or 


(V). an interest in or option in respect of 
a property described in any of sub- 
clauses (II) to (IV), whether or not the 
property exists, | 


was more than 50% of the fair market 
value of all of its properties, and 


(B) more than 50% of the fair market value . 


of the share is derived directly or indirectly 
from one or any combination of 


(1) real property situated in Canada, 
(iI) Canadian resource properties, and 
(II) timber resource properties, 


(vi) a share otherwise. described in subpara- 
graph (iv) or (v) that is listed on a prescribed 
stock exchange, or a share of the capital stock 
of a mutual fund corporation, if, at any time 
during the 5-year period that ends at that time, 
the non-resident person, persons with whom 
the non-resident person did not deal at arm’s 
length, or the non-resident person together 
with all such persons owned 25% or more of 
the issued shares of any class of the capital 
stock of the corporation that issued the share, 


(vii) an interest in a partnership where, at any 
particular time during the 12-month period 
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that ends at that time, the fair market value of 
all of the properties of the partnership each of 
which was 
_ (A) a taxable Canadian property, 
(B) a Canadian resource property, 
(C) a timber resource property, 


(D) an income interest in a trust resident in 
Canada, or 


(E) an interest in or option in respect of a 
property described in clauses (B) to (D), 
whether or not that property exists, 


was more than 50% of the fair market value of 
all of its properties, 


(viii) a capital interest in a trust (other than a 
unit trust) resident in Canada, 


(ix) a unit of a unit trust (other than a mutual 
fund trust) resident in Canada, 


(x) a unit of a mutual fund trust if, at any par- 
ticular time during the 5-year period that ends 
at that time, not less than 25% of the issued 
units of the trust belonged to the non-resident 
person, to persons with whom the non-resi- 
dent person did not deal at arm’s length, or to 
the non-resident person and persons with 
whom the non-resident person did not deal at 
arm’s length, 


(x1) an interest in a non-resident trust where, 
at any particular time during the 12-month pe- 
riod that ends at that time, 


(A) the fair market value of all of the 
properties of the trust each of which was 


(1) a taxable Canadian property, 
(Il) a Canadian resource property, 
(III) a timber resource property, 


(IV) an income interest in a trust resi- 
dent in Canada, or 


(V) an interest in or option in respect of 
a property described in subclauses (II) 
to (IV), whether or not the property 
exists, 


was more than 50% of the fair market 
value of all of its properties, and 


(B) more than 50% of the fair market value 
of the interest is derived directly or indi- 
rectly from one or any combination of 


(I) real property situated in Canada, 
(II) Canadian resource properties, and 
(III) timber resource properties, or 


(xii) a property deemed by any provision of 
this Act to be taxable Canadian property, 


but does not include a share of the capital stock 
of a non-resident-owned investment corporation 
if, on the first day of the year, the corporation did 
not own taxable Canadian property, Canadian re- 
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source property, timber resource property nor an 
income interest in a trust resident in Canada, and 


‘(c) the only losses for the year referred to in para- 
graph 3(d) were losses from duties of an office or 

_employment performed by the person in Canada 
and businesses carried on by the person in Can- 
ada and allowable business investment losses in 
respect of property any gain from the disposition 
of which would, because of this subsection, be in- 
cluded in computing the person’s taxable income 
earned in Canada, 


minus the total of 


(d) the deductions permitted by paragraphs 
110(1)(d), (d.1), (d.2) and (f) and subsection 
110.1(1), 


(d.1) the deductions permitted by subsections 
112(1) and (2) and 138(6), to the extent that a 
dividend or portion thereof has been included in 
computing the non-resident person’s taxable in- 
come earned in Canada, 


(e) such of the deductions from income permitted 
by section 111 as may reasonably be considered 
to be applicable to the duties of an office or em- 
ployment performed by the non-resident person 
in Canada, a business carried on by the non-resi- 
dent person in Canada or a disposition of prop- 
erty, any profit or gain on which would have been 
required by this subsection to be included in com- 
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puting the non-resident. person’s taxable income 
earned in Canada, and 


(f) where all or substantially all of the non-resi- 
dent person’s income for the year is included in 
computing the non-resident person’s. taxable in- 
come earned in Canada for the year, such of the 
other deductions permitted for the purpose of 
computing taxable income as may reasonably be 
considered wholly applicable. 


Related Provisions: 2(3) — Tax on non-resident’s taxable in- 
come earned in Canada; 4(3) — Whether deductions are applicable 
to a particular source; 33.1 — International banking centres; 
40(9) — Prorating for gains not taxed before April 27, 1995 ; 
52(8) — Cost to non-resident of share of corporation that becomes 
resident in Canada; 85(1)(i), 85.1(1)(a) — Shares received on rol- 
lover of TCP deemed to be TCP; 87(10)— New share issued on 
amalgamation of public corporation deemed to be listed on pre- 
scribed stock exchange; 107.3(1)(b) — Income of non-resident ben- 
eficiary of mining reclamation trust/qualifying environmental trust; 
111(9) — Carryover of losses where taxpayer not resident in Can- 
ada; 112(3)(b)(G@) — Reduction in loss under 115(1)(d.1) on subse- 
quent disposition of share; 112(5.2)B(b)(@), (ii) — Adjustment for 
dividends received: on mark-to-market property; 114 — Individual 
resident in Canada during part only of year; 115.1 — Competent au- 
thority agreements under tax. treaties; 116 — Certificate required 
where non-resident disposes of taxable Canadian property; 
118.94 — Tax payable by non-resident individual; 128.1(1)(b)(i) — 
Taxable Canadian property excluded from deemed disposition on 
becoming resident in Canada; 128.1(4)(b)(@j) — Taxable Canadian 
property excluded from deemed disposition on becoming non-resi- 
dent; 133 — Non-resident-owned investment corporations; 217 — 
Election respecting certain payments; 219(1) — Branch tax on non- 
resident corporations; 248(1) — Extended definition of “taxable Ca- 
nadian property” for certain purposes; Canada-U.S. Tax Conven- 
tion, Art. VII — Business profits of U.S. resident; Art: XIII — Tax- 
ation of capital gains. 


History: Para. 115(1)(b) amended by 1998, c. 19, subsec. 132(1), 
applicable after April 26, 1995, except in respect of the disposition 
of a property before 1996 


(a) to a person who was obliged on April 26, 1995 to acquire 
the property pursuant to the terms of an agreement in writing 
made on or before that day (and, for the purpose of this para- 
graph, a person shall be considered not to be obliged to acquire 
property where the person canbe excused from the obligation if 
there is a change to the Act or if there is an adverse assessment 
under the Act); or 


(b) pursuant toa prospectus or similar document filed with the 
relevant securities authority before April 27, 1995, 


Para. 115(1)(b) formerly read: 


(b) the only taxable capital gains and allowable capital losses 
referred to in paragraph 3(b) were taxable capital gains and: 
allowable capital losses from dispositions of property each of 
which was a disposition of property or an interest therein (in 
this Act referred to as a “taxable Canadian property”) that 
was 


(1) real property situated in Canada, 


(ii) any capital property used by the non-resident person 

in carrying on a business (other than an insurance busi- 

ness) in Canada, 

(ii.1) where the non-resident person is an insurer, any 
capital property that is its designated insurance property 

for the year, 

(iii) a share of the capital stock of a corporation resident 

in Canada (other than a public corporation), 


(iv) a share of the capital stock of a.public corporation if 
at any time during such part of the period of 5 years im- 
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mediately preceding the disposition thereof as is after 
1971, not less than 25% of the issued shares of any class 
of the capital stock of the corporation belonged to. the 
non-resident person, to persons with whom the non-resi- 
dent person did not deal at arm’s length, or to the non- 
resident person and persons with whom the non-resident 
person did not deal at arm’s length, 


(v) an interest in a partnership, if, at any time during the 
12 months immediately preceding the disposition thereof, 
the fair market value of such of the partnership property 
as was, at that time, 


(A) a Canadian resource property, 
(B) a timber resource property, 


(C) an income interest in a trust resident in Canada, 
or 


(D) any other property described in this paragraph 
was not less than 50% of the total of 


(E) the fair market value at that time of all of the 
partnership property, and 


(F) the amount of any money of the partnership on 
hand at that time, 


(vi) a capital interest in a trust (other than a unit trust) 
resident in Canada, 


(vii) a unit of a unit trust (other than a mutual fund trust) 
resident in Canada, 


(viii) a unit of a mutual fund trust, if at any time during 
such part of the period of 5 years immediately preceding 
the disposition thereof as is after 1971, not less than 25.% 
of the issued units of the trust belonged to the non-resi- 
dent person, to persons with whom the non-resident per- 
son did not deal at arm’s length, or to the non-resident 
person and persons with whom the non-resident person 
did not deal at arm’s length, or 


(ix) any other property deemed by any provision of this 
Act to. be taxable Canadian property, 


but not including a share of the capital stock of a non-resi- 
dent-owned investment corporation, if, on the first day of the 
taxation year of the corporation in which the disposition was 
made, the corporation did not own any property that was 
property referred to in clauses (v)(A) to (D), and 
Subpara. 115(1)(b)(ii. 1) amended by 1997, c. 25, s. 23, applicable to 
1997 et seq. Subpara. (b)(ii.1) formerly read: 
(ii.1) where the non-resident person is an insurer, any capital 
property that is property used by it in the year in, or held by it 
in the year in the course of, carrying on an insurance business 
in Canada, 


Subpara. 115(1)(a)(i1.21) added by 1995, c. 21, s. 38, applicable to 
taxation years that end after February 21, 1994. 
Para. 115(1)(c) amended by 1994, c. 7, Sch. VII (1993, c. 24), s. 
50, applicable to 1991 et seg. Para. (c) formerly read: 
(c) the only losses referred to in paragraph 3(d) were losses 
from businesses carried on by the non-resident person in 
Canada, 
Para. 115(1)(d) amended by 1994, c. 7, Sch. IE (1991, 'c. 49), subsec. 
86(1), to delete reference to paragraph 110(1)(), applicable to 1988 
et seq. 
Para. 115(1)(d.1) added by 1994, c. 7, Sch. IT (1991, 'c. 49), subsec. 
86(2), applicable to 1983 et seq. 
Pre-RSC History: That portion of subsec. 115(1) preceding para. 
(a), and para. 115(1)(d), substituted by 1988, c. 55, subsecs. 88(1), 
(2), applicable to 1988 et seg. That portion of subsec. 115(1) and 
para. 115(1)(d) formerly read: 


115. (1) Non-residents’ taxable income earned in Can- 
ada — For the purposes of this Act, a non-resident person’s 
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taxable income earned in Canada for a taxation year is the 
amount of his income for the year that would be determined 
under section 3 if _ 


(d) the deductions permitted by paragraphs 110(1)(a), (b), 
(b.1), (a), (d.1), (d.2), (e), () and (i), 


Para. 115(1)(d) amended by 1986, c. 6, s. 63, applicable to 1985 et 
seq., to add references to paragraphs (d.1) and (d.2). 


Subpara. 115(1)(a)(@ii.3) amended to substitute “a Canadian re- 
source property” for “any. property described in paragraph 59(2)(a), 
(c) or (d)”; cl. 115(1)(b)(v)(B) repealed, and (B.1) renumbered as 
(B), by 1985, c. 45, subsecs. 60(1), (2), applicable to taxation years 
commencing after 1984. Cl. 115(1)(b)(v)(B) formerly read: 


(B) a property that would have been a Canadian resource 
property if it had been acquired after 1971, 


Para. 115(1)(d) amended by 1985, c. 45, subsec. 60(3), to add refer- 
ence to para. 110(1)(f), applicable to 1982 et seq., except that, in its 
application to the 1982 and 1983 taxation years, para. 115(1)(d) 
shall be read as follows: 


(d) the deductions permitted by paragraphs 110(1)(a), (b), 
(b.1), (e), (f) and (i), 


Para. 115(1)(d) siibstituted by 1984, c. 45, s.. 37, applicable to 1984 
et seq. Para. 115(1)(d) formerly read: 


(d) the deductions from income permitted by paragraphs 
110(1)(a), (6), (b.1), (e) and @), 


Para. 115(1)(f) substituted by 1984, c. 1, s. 58, applicable to 1983 et 


seq. Para. 115(1)(f) formerly read: 


(f) where all or substantially all of the non-resident person’s 
income for the year is described by subparagraph (a)(i) or (ii) 
or (2)(e)(ii), such of the other deductions from income per- 
mitted for the purpose of computing taxable income as may 
reasonably be considered wholly applicable. 


Subsec. 115(1) amended by 1980-81-82-83, c. 140, s. 73(1)-(3), to 
add subpara. 115(1)(a)(vi), applicable with respect to dispositions 
occurring after November 12, 1981; to substitute subpara. 
115(1)(b)Gi) and add subpara. 115(1)(b)(ii-1), applicable with re- 
spect to dispositions of property occurring after. November 12, 
1981; and to. substitute that portion of subsec. 115(1) following 
para. (c), adding paras. (d), (e) and (f), applicable to the 1982 and 
subsequent taxation years. The substituted portions of subsec. 
115(1) formerly read: 


[(b)] Gi) any other capital property used by him in carry- 
ing on a business in Canada, 


[all that portion following (c)] 


minus the aggregate of such of the deductions from income 
permitted for the purpose of computing taxable income as 
may reasonably be considered wholly applicable and of such 
part of any other of the said deductions as may reasonably be 
considered applicable. 


Subpara, 115(1)(a)(@i1.3) added, cls. 115(1)(b)(v)(A), (B) substituted 
by 1980-81-82-83, c. 48, subsecs. 62(1), (2), applicable to taxation 
years ending after December 11, 1979. Cls. 115(1)(b)(v)(A), (B) 
formerly read: 


(A) a Canadian resource property (within the meaning as- 
Signed by subsection 66(15)), 


(B) a property that would have been a Canadian resource 
property (within the meaning assigned by subsection 66(15)), 
if it had been acquired after 1971, 


Subparas. 115(1)(a)(iii.1), (iii.2) substituted by 1977-78, c. 1, sub- 
sec. 56(1), applicable, as to subpara. 115(1)(a)Gii.1), to 1977 et seq. 
and, as to subpara. 115(1)(a)(iti.2), with respect to taxation- years 
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commencing after May 25, 1976. Subparas. 115(1)(a)(iii.1), (ii1.2) 
formerly read: 


(111.1) proceeds of disposition that become receivable by him 
in the year in respect of the disposition of a property that is a 
Canadian resource property or that would have been such a 
property if it had been acquired by him after 1971, to the ex- 
tent that those proceeds were not included in computing his 
income from a business carried on by him in Canada, 


(11.2) amounts required by subsection 13(1.1) to be included 
in computing his income for the year in respect of disposi- 
tions. of timber,.resource properties to: the extent that those 
amounts were not included in computing his income from a 
business carried on by him in Canada, 


Subpara. 115(1)(a)Gii.1) amended, all that portion of para. 
115(1)(b) preceding subpara. (v) substituted to add “or an interest 
therein” to the portion preceding subpara. (i) and to delete the same 
phrase from subparas. (i), (iii) and (iv), that portion of para. 
115(1)(b) following subpara. (1x) added, subparas. 115(1)(a)(iii.2), 
(iv.1), cl. 115(1)(b)(v)(B.1) added by 1974-75-76, c. 26, subsecs. 
74(1)=(5), applicable, as to subparas. 115(1)(a) Gii.1), @u.2), after 
May 6, 1974, as to subpara. 115(1)(a)(iv.1) and -those portions of 
para. 115(1)(b) preceding para. (a) and. following subpara. (viii), to 
1972 et seq., as to clause 115(1)(b)(v)(B.1), to 1974 et seg. Subpara. 
115(1)(a)@i1.1) formerly read: 


(iii.1) proceeds of the disposition by him in the year of a 
property that: is a Canadian resource property (within the 
meaning assigned. by subsection, 66(15)) or that would have 
been such a property if it had been acquired by him after 
1971, to the extent not included in computing his income 
from a business carried on by him in Canada, 


Subpara. 115(1)(b)(v) substituted by 1973-74, c. 30, s. 12, applica- 
ble with respect to a disposition of an interest in a partnership after 
February 19, 1973, Subpara. 115(1)(b)(v) formerly. read: 


(v).an interest in a partnership, if-at any time during such of 
the period of 12 months immediately preceding, the. disposi- 
tion thereof as is after 1971, the fair market value of such of 
the partnership property as was.property described in this par- 
agraph was not less than 50% of the aggregate of 


(A) the fair market value at that time of all of the partner- 
ship property, and 


(B) the amount of any money of the partnership on hand 
at that time, 


Subpara. 115(1)(b)Gx) added by 1973-74, c. 14, subsec., 37(1), ap- 
plicable to 1972 et seq. 


Selected Cases [subsec. 115(1)]: Hale v. Canada, [1992] 2 
C.T.C. 379 (FCA); leave ‘to appeal to SCC refused (March 11, 
1993), Doc. 23193 (Stock option benefit arose from Canadian em- 
ployment and taxed even though taxpayer not resident in Canada 
when option exercised); Placrefid Ltd. v. MNR, [1992] 2 C.T.C. 198 
(FCTD) (Payment to cancel settlement agreement by mortgagee not 
taxable as proceeds of disposition of option); Hurd v. The Queen, 
[1981] C.T.C. 209 (FCA) (Benefit from exercise of option taxable 
where U.S. resident performed duties in Canada in year of exercise). 


Regulations: 3200, 3201 (prescribed stock exchanges; will be 
amended to apply to 115(1)(b)(iii)-(v), but see also ITA 87(10)). 


1.T. Application Rules: 26(30) (taxable Canadian property under 
new rules effective April 26, 1995). 


interpretation Bulletins: IT-113R4: Benefits to employees — 
stock options; IT-150R2: Acquisition from a non-resident of certain 
property by death or mortgage foreclosure or by virtue of a deemed 
disposition; IT-176R2: Taxable Canadian property — Interests in 
and options on real property and shares; IT-242R: Retired partners; 
IT-262R2: Losses of non-residents and part-year residents; IT- 
393R2: Election re tax on rents and timber royalties — non-re- 
sidents; IT-421R2: Benefits to individuals, corporations and share- 
holders from loans or debt; IT-434R: Rental of real property by in- 
dividual; IT-451R: Deemed disposition and acquisition on ceasing 


S. 115(2)(c) 


to be or becoming resident in Canada; IT-465R: Non-resident bene- 
ficiaries of trusts; IT-478R: CCA — Recapture and terminal loss. 
See also list at end of s. 115. 


information Circulars: 72-17R4: Procedures concerning the dis- 
position of taxable Canadian property by non-residents of Can- 
ada — section 116; 88-2 Supplement, para. 7: General anti-avoid- 
ance rule — section 245 of the Income Tax Act. 


Advance Tax Ruling: ATR-70: Distribution of taxable Canadian 
property by a trust to a non-resident. 


Forms: T2061: Election by an emigrant to defer deemed disposi- 
tion of property and capital gains thereon; T2061A: Election by an 
emigrant to report deemed dispositions of taxable Canadian prop- 
erty and capital gains and/or losses thereon. 


(2) idem [persons deemed employed in Can- 
ada] — Where, in a taxation year, a non-resident 
person Was 


(a) a student in full-time attendance at an educa- 
tional institution in Canada that is a university, 
college or other educational institution providing 
courses at a post-secondary school level in 
Canada, | 


(b) a student attending, or a: teacher teaching at, 
an educational institution outside Canada that 1s a 
university, college or other educational institution 
providing courses at a post-secondary school 
level, who had, in any previous year, ceased to be 
resident in Canada in the course of or subsequent 
to moving to attend or to teach at, as the case may 
be, that institution, 


(b.1) an individual who had, in any previous year, 
ceased to be resident in Canada in the course of 
or subsequent to moving to carry on research or 
any similar work under a grant received by the 
individual to enable the individual to carry on 
that research or work, 


(c) an individual who had, in any previous year, 
ceased to be resident in Canada and who was, in 
the taxation year, in receipt of remuneration in re- 
spect of an office or employment that was paid to 
the individual directly or indirectly by a person 
resident in Canada, or 
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(c.1) a person who received in the year an 
amount, under a contract, that was or will be de- 
ductible in computing the income of a taxpayer 
subject to tax under this Part and the amount can, 
irrespective of when the contract was entered into 
or the form or legal effect of the contract, reason- 
ably be regarded as having been received, in 
whole or in part, 


(i) as consideration or partial consideration for 
entering into a contract of service or an agree- 
ment to perform a service where any such ser- 
vice is to be performed in Canada, or for un- 
dertaking not to enter into such a contract or 
‘agreement with another party, or 


(ii) as remuneration or partial remuneration 
from the duties of an office or employment or 
as compensation or partial compensation for 
services to be performed in Canada, 


the following rules apply: 


(d) for the purposes of subsection 2(3) ie non- 
resident person shall be deemed to have been em- 
ployed in Canada in the year, : 


(e) for the purposes of subparagraph (1)(a)(v), the 
total determined under this paragraph in respect 
of the non-resident person is the total of 


(1) any remuneration in respect of an office or 
employment that was paid to the non-resident 
person directly or indirectly by a person resi- 
dent in Canada and was received by the non- 
resident person in the year, except to the ex- 
tent that such remuneration is attributable to 
the duties of an office or employment per- 
formed by the non-resident person anywhere 
outside Canada and 


(A) is subject to an income or profits tax 
imposed by the government ofa country 
other than Canada, or : 


(B) is paid in connection with the selling 
of property, the negotiating of contracts or 
the rendering of services for the non-resi- 
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dent person’s employer, or a foreign affili- 
ate of the employer, or any other person 
with whom the employer does not deal at 
arm’s length, in the ordinary course of a 
business carried on by the employer, that 
foreign affiliate or that person, . 


(11) amounts that would be required by para- 
graph 56(1)(n) or (0) to be included in com- 
puting the non-resident person’s income for 
the year if the non-resident person were resi- 
dent in Canada throughout the year and the 
reference in the applicable paragraph to “re- 
ceived by the taxpayer in the year” were read 
as a reference to “received by the taxpayer in 
the year from a source in Canada”, 


(iii) [Repealed] 


(iv) amounts that would be required by para- 
graph 56(1)(q) to be included in computing 
the non-resident person’s income for the year 
if the non-resident person were resident in 
Canada throughout the year, and 


(v) amounts described in paragraph (c.1) re- 
ceived by the non-resident person in the year, 
except to the extent that they are otherwise re- _ 
quired to be included in computing the non- 
resident person’s taxable income earned in 
-Canada for the year, and 


(f) there may be deducted in computing the taxa- 
ble income of the non-resident person for the year 
the amount that would be deductible in comput- 
ing the non-resident person’s income for the year 
by virtue of section 62.if 


(i) that section were read without dardania to 
paragraph 62(1)(a), : 


(11) that section were applicable in computing 
the taxable income of non-resident persons, 
and 


(iii) the amounts. described. in subparagraph 
62(1)(f)(ii) were the amounts described in 
subparagraph (e)(ii) of this subsection. 


Related Provisions: 4(3) — Deductions applicable; 33.1 — In- 
ternational banking centres; 52(8) — Reduction in cost base of 
share of corporation that becomes resident in Canada; 114.1 — Ap- 
Rieauen of subsec. 115(2); 146(1)“earned income”(d) — RRSPs — 
“earned income”; 153(1)(o) — Withholding of tax on amount de- 
scribed in oes )); 250(1) — Individuals deemed ee in 
Canada. 


History: Subpara. 115(2)(e)(iii) repealed by 1994, €."e wee VL 
(1992, c. 48), subsec. 5(2), applicable to’ 1993 ‘et rae Sei 
(e)(i1) formerly read: 


(111) amounts that would be required by subsection 56(5) to be 
included in computing the non-resident person’s income for 
the year if the non-resident person were resident in Canada 
throughout the year, 


Subpara. 115(2)(e)(iil) amended by. 1994, c. 7, Sch: VII (1992, (oH 
48), subsec. 5(1), to substitute “subsection 56(5)” for “subsection 
56(5) of this Act or subsection 56(8) of the Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952,” applicable to 1990 et 
Seq. ] 
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Pre-RSC History: Para. 115(2)(c.1) and subpara. 115(2)(e)(v) ad- 
ded by 1980-81-82-83, c. 140, subsecs. 73(4) and (5), applicable 
with respect to amounts received after November 12,1981. 


All that portion of subpara. 115(2)(e)(i) preceding clause (A) substi- 
tuted: by 1977-78, c. 1, subsec. 56(2), applicable to 1977 et seq.; to 
substitute “anywhere outside Canada” for “in a country other than 
Canada”. 


Cis. 115(2)(e)(i)(A), (B) substituted, subpara. 115(2)(e) (iv) added 
by 1974-75-76, c. 26, subsecs. 74(6), (7), applicable, as to. cls. 
115(2)(e)G)(A), (B),..to 1973 et, seq. and, as to subpara: 
115(2)(e)Gv), after May 6, 1974. Cls. H15(2)(e) (i)(A), (B) formerly 
pag 


(A) is subject to an income or profits tax imposed by the gov- 
ernment of that country, or 


(B) is paid in respect of a business carried on in that country 
_by the payer or a foreign affiliate of the payer, 


Subpara. 115(2)(e)(iii) added by 1973-74, c. Mat Seis proclaimed i in 
force January 1, 1974. 


oe 115(2)(c), subpara. 115(2)(e)(i) substituted by 1973-74, c.. 14, 
subsecs. 37(2), (3), applicable to 1973 et seq. except that they are 
applicable to the 1973 taxation year solely for the purpose of apply- 
ing section 114.1 of the said Act in respect of individuals who cease 
to be resident in Canada after February 19, 1973.. 


Application — paras. 115(2)(b), (b.1): 1973-74, c. 14, subsec. 
37(5) provides that paras. 115(2)(b) and (b.1) are applicable to the 
1972 and 1973 taxation years solely for the purpose of applying sec- 
tion 114.1 of the said Act in respect of individuals who cease to be 
resident in Canada after February 19, 1973; for all other purposes 
they are deemed to be applicable to 1974 et seq. 


Selected Cases [subsec..115(2)}: Jarlan v. The Queen, [1984] 
C.T.C. 375 (FCTD) (Royalties sent to mventor after leaving Canada 
constituted income from employment,. not fica paid to non- 
resident). 


Interpretation Bulletins: IT-75R3: Scholarships, fellowships, 
bursaries, prizes, and research grants; IT-161R3: Non-residents — 
exemption from tax deductions at source on employment income; 
IT-178R3: Moving expenses. See also list at end of s. 115. 


(3) Property deemed to include interests and 
options — For the purpose of this section, a prop- 
erty described in subparagraphs (1)(b)(i) to (xii) is 
deemed to include any interest therein or option in 
respect thereof, whether or not such property is in 
existence. 


Related Provisions: 248(4) — Interest, in real property. 


History: Subsec. 115(3) amended by 1998, c. 19, subsec. 132(2), 
applicable after April 26, 1995, except in respect of the disposition 
of a property, before 1996 


(a) to a person who was obliged on April 26, 1995 to acquire 
the property pursuant to the terms of an agreement in writing 
made on or before that day (and, for the purpose of this para- 
graph, a person shall be considered not to be obliged to acquire 
property where the person can be excused from the obligation if 
there is a change to the Act or if there is an adverse assessment 
under the Act); or 


(b) pursuant to a prospectus or similar document filed with the 
relevant securities authority before April 27, 1995. 


Subsec. 115(3) formerly read: 


(3) Property deemed to include interests and options — 
For the purpose of this section, a property described in sub- 
paragraphs (1)(b)(i) to (ix) shall be deemed to include any 
interest therein or option in respect thereof, whether or not 
such. property is in existence. 
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Subsec. 115(3) substituted by 1994, c. 7, Sch. II (1991, c: 49), sub- 
sec.-86(3), applicable after July 13, 1990. Subsec. 115(3) formerly 
read; 


(3) Property deemed to include option — For the purposes 
of this section, a property described in subparagraphs (1)(b)(i) 
to (ix) shall be deemed to include an option in respect of such 
a property whether or not the property is in existence. 


Pre-RSC History: Subsec. 115(3) added by 1974-75-76, c. 26, 
subsec, 74(8), applicable after May 6, 1974. 


Interpretation Bulletins: IT-116R3: Rights to buy additional 
shares; IT-176R2: Taxable Canadian property — Interests in and 
options on real property and shares. See also list at end of s. 115, 


(4) Non-resident’s income from Canadian 


_ resource property — Where a non-resident per- 


son ceases at any particular time in a taxation year to 
carry on such of the businesses described in any of 
paragraphs (a) to (g) of the definition “principal bus- 


_ mess corporation” in subsection 66(15) as were car- 


ried on by the non-resident person immediately 
before that time at one or more fixed places of busi- 
ness in Canada and either does not commence after 
that time and during the year to carry on any busi- 
ness so described at a fixed place of business. in Can- 
ada or disposes of Canadian resource property at any 
time in the year during which the non-resident per- 
son was not carrying on any business so described at 
a fixed place of business in- Canada, the following 
rules apply: 


(a) the taxation year of the non-resident person 
that would otherwise have included the particular 
time shall be deemed to have ended at.such time 
and a new taxation year shall be deemed to have 
‘commenced immediately thereafter; 


(b) the non-resident person or any partnership of 
which the non-resident person was a member im- 
mediately after the particular time shall be 
deemed, for the purpose only of computing, the 
non-resident person’s income earned in Canada 
for the taxation year that is deemed to have en- 
ded, to have disposed immediately before the par- 
ticular time of each Canadian resource property 
that was owned by the non-resident person or by 
the partnership immediately after the particular 
time and to have received therefor immediately 
before the particular time proceeds of disposition 
equal to the fair market value thereof at the par- 
ticular time; and 


(c) the non-resident person or any partnership of 
which the non-resident person was a member im- 
mediately after the particular time shall be 
deemed, for the purpose only of computing the 
non-resident person’s income earned in Canada 
for a taxation year commencing after the particu- 
lar time, to have reacquired immediately: after the 
particular time, at a cost equal to the amount 
deemed by paragraph (b) to have been received 
by the non-resident person or the partnership as 
the proceeds of disposition therefor, each prop- 
erty deemed by that paragraph to have been dis- 
posed of. 
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Related Provisions: 4(3) — Deductions applicable; 66.2(7) — 
Exception — 
partner; 115(5) — Partnership excludes prescribed partnership; 


115.1 — Competent authority agreements under tax treaties. 


Pre-RSC History: That portion of subsec. 115(4) preceding para. 
(a) amended to substitute “where a non-resident person ceases at 
any particular time in a taxation year” for “where, in a taxation year, 
a non-resident person ceases at any particular time after December 
11, 1979”, and “Canadian resource property” for “property de- 
scribed in any of paragraphs 59(2)(a), (c) and (d)”; para. 115(4)(b) 
amended to substitute “Canadian resource property” for “property 
described in any of paragraphs 59(2)(a), (c) and (d)”, by 1985, c. 45, 
subsecs. 60(4), (5), applicable to taxation years commencing after 
1984. 


dior, 115(4) added by 1980-81-82-83, c. 48, subsec. 62(3), appli- 
cable to 1979 et seq. 


Interpretation Bulletins: IT-125R4: Dispositions of resource 
properties. 


(5) Interpretation of “partnership” — For the 
purposes of subsection (4), “partnership” does not 
include a prescribed partnership. 


Pre-RSC History: Subsec. 115(5) added by 1980-81-82-83, c. 48, 
subsec. 62(3), applicable to 1979 et seq. 


Regulations: No prescribed partnerships to date. 


(6) Application of subsec. 138(12) — The defi- 
nitions in. subsection 138(12) apply to this section. 


Origin of subsec. 115(6): R.S:C..1985, c. 1 (Sth Supp:) (for- 
merly contained in the opening words of subsec. 138(12)). 


Selected Cases [s. 115]: Hale v. Canada, [1992] 2 C.T.C. 379 
(FCA); leave to appeal to SCC refused (March 11, 
23193 (Stock option benefit arose from Canadian employment and 
taxed even though taxpayer not resident in Canada when option 
exercised); Placrefid Ltd. v. MNR, [1992] 2. C.T.€. 198 (FCTD) 
(Payment to non-resident for cancellation of agreement, was. busi- 
ness income; non-resident had no place of business in Canada, not 
taxable). 


Definitions [s. 115]: “allowable capital loss” — 38(by, 248(1); 
“amount”, “business” — 248(1); “Canada” — 255; “Canadian re- 
; “capital interest” — in’a trust 
“capital: property”.—54, 248(1);. “class of 

“corporation” —248(1), Interpretation Act 
“designated insurance property” — 138(12), .248(1); “em- 


108(1), 248(1); 
shares” — 248(6); 
35(1); 


ployed”, “ ; “foreign affiliate” — 95(1), 
248(1); “income interest” — 108(1), 248(1); “individual” 
248(1); “interest” —1in real property 248(4); “international traf- 
fic” — 248(1); icy 1 


248(1); “listed” — 87(10); “mutual fund: corporation” — 131(8), 
248(1); “mutual fund trust” — 132(6), 248(1); “non-resident”, “‘of- 
fice’ — 248(1); “partnership” — 115(5) ; “person”, “prescribed”, 
“property” — 248(1); “property used by it in the year in, or held by 
it in the year in the course of carrying on an insurance business” — 
115(6), 138(12); “public corporation” — 89(1),-248(1); “resident in 
Canada” — 250; “share” — 248(1);“taxable Canadian property,” — 
115(1)(b), 248(1); “taxable capital gain” — 38(a), 248(1); “taxable 
income” — 2(2), 248(1); “taxable income earned: in Canada” — 
115(1), 248(1); “taxation year” — 249; “taxpayer” — 248(1); “tim- 
ber resource property” — 13(21), 248(1); “trust? — 104(1), 248(1), 
(3); “unit trust” — 108(2), 248(1): See also 115(6). 


Interpretation Bulletins [s. 115]: IT-81R: Partnerships — in- 
come of non-resident partners; IT-163R2: Election by non-resident 
individuals on certain Canadian source income; IT-168R3: Athletes 
and players employed by. football, hockey and similar clubs; IT- 
171R2; Non-resident individuals — i vf 
earned in Canada and non-refundable tax credits; IT-193 SR: Taxa- 
ble income of individuals restdent in Canada during part of a year 
(Special Release); IT-328R3: Losses on shares on which dividends 


1993), Doc. . 
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have been received; IT-393R2: Election re tax on rents and timber 
royalties — non-residents; IT-420R3: Non-residents — income 
earned in Canada. 


115.1 (1) Competent authority agreements — 
Notwithstanding any other provision of this Act, 
where the Minister and another person have, under a 
provision contained in a tax convention or agreement 
with another country that has the force of law in 
Canada, entered into an agreement with respect to 
the taxation of the other person, all determinations 
made in accordance with the terms and conditions of 
the agreement shall be deemed to be in accordance 
with this Act. 


(2) Transfer of rights and obligations — 
Where rights and obligations under an agreement de- 
scribed in subsection (1) have been transferred to an- 
other person with the concurrence of the Minister, 
that other person shall be deemed, for the purpose of 
subsection (1), to have entered into the agreement 
with the Minister. 


Related Provisions [s. 115.1]: 115(1) — Non-resident’s taxable 
income earned in.Canada; 116(1) — Disposition by non-resident of 
certain property; Canada-U.S. tax treaty, Art. XXVI — Mutual 
agreement procedure; Canada-U.K. tax treaty, Art. 23 — Mutual 
agreement procedure. 


History: S. 115.1 substituted by 1994, c. 7, Sch. VHI (1993, c. 24), 
s. 51, applicable after 1984. S. 115.1 formerly read: 


115.1 Disposition of property by non-resident: person — 
Where a non-resident person or partnership (in this section 
referred to as. “the vendor’) has in a taxation year disposed of 
property to another person or partnership (in this section: re- 
ferred to as “the purchaser’) and 


(a), the Minister has agreed, pursuant to a prescribed tax 
treaty provision, to defer the taxation in Canada of the 
gain or income in respect of the disposition,. and 


(b) the vendor and the purchaser jointly so elect in pre- 
scribed form and within the prescribed time in accor- 
dance with terms and: conditions satisfactory to the © 
Minister, 


notwithstanding any other provision of this Act, the following 
rules apply: 


(c) the amount that the vendor, the purchaser and the 
Minister have agreed on in respect of the property shall 
be deemed to be the vendor’s proceeds of disposition of 
the property and the purchaser’s cost of the property; 


(d) where the property was, at the time of its disposition, 
depreciable property of a prescribed class to the vendor 
and the vendor’s capital cost of the property immediately 
before the disposition exceeds the agreed amount in re- 
spect of the property, for the purposes. of sections 13 and 
20 and any regulations made under paragraph 20(1)(a), 


(i) the capital cost of the property to the purchaser 
shall be deemed to be the amount that was the capital 
cost thereof to the vendor immediately before the 
disposition, and 


(ii) the excess shall be deemed to have been allowed 
to the purchaser in respect of the property under reg- 
ulations made under paragraph 20(1)(a) in comput- 
ing income for taxation years ending before the ac- 
quisition by the purchaser of the property, and 


(e) where the property was, at the time of its disposition, 
a capital property, a Canadian-resource property, a for- 
eign resource property, an eligible capital property or an 
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inventory to the vendor, that property shall be deemed to 
be such a property of the purchaser and the purchaser 
shall be deemed to have acquired that property and used 
it for the same purposes as that for which the’ property,” 
was used. by the vendor immediately before that time. 


Pre-RSC History: S. 115.1added by 1987, c. 46, s. 42, applicable 
to taxation years commencing after 1984. 


Definitions [s. 115.1]: “Canada” — 
248(1). 


Interpretation Bulletins [s. 115.1]: IT-173R2: Capital gains 
derived in Canada by residents of the United States; IT-270R2: For- 
eign tax credit; IT-420R3: Non-residents — income earned in Can- 
ada; IT-478R: CCA — Recapture and terminal loss. 


Information Circulars [s. 115.1]: 71-17R4: Requests for compe- 
tent authority consideration under mutual Benge proceduivs 1 in 
income tax conventions. 


255; ‘Minister’, “person” —— 


Forms [s. 115.1]: T2024: Election by a non-resident under section 
115.1, and a prescribed tax treaty provision to avoid double taxation 
on a gain from a disposition, T2029; Waiver in respect. of the .nor- 
mal reassessment period. . ce 


116. (1) Disposition by non- -resident person 
of certain property — Where a non-resident per- 
son proposes to dispose of any property that would, 
if the non-resident person disposed of it, be taxable 
Canadian property of that person (other than prop- 
erty described in subsection (5.2) and excluded prop- 
erty) the non-resident person may, at any time before 
the disposition, send to the Minister a notice setting 
out 


(a) the name and address of the person to whom 
proposes to dispose of the property (in this sec- 
tion referred to as the “proposed purchaser’); ©’ 


(b) a description of the property sufficient to 
identify it; 


(c) the estimated amount of the proceeds of dis- 
position to be received by the non-resident person 
for the property; and 


‘(d) the amount of the adjusted « cost base to him 
[the non-resident person] of the property at the 
time of the sending of the notice. 


Related Provisions: 115.1 — Competent authority agreements 
under tax treaties; 116(2) — Certificate in respect of proposed dis- 
position; 116(3)— Notice to Minister; 116(6)— Excluded 
property. 

History: The opening words of subsec. 116(1) amended by 1998,'c. 
19, subsec. 133(1), applicable after April 26, 1995. The opening 
words formerly read: 


116. (1) Disposition by non- rasiieal person. of certain 
property — Where a non-resident person proposes to dispose 
of any property that would, if the non-resident person dis-. 
posed of it, be taxable Canadian property of that person (other, 
than depreciable property or excluded property), the non-resi- 
dent person may, at any time before the disposition, send to 
the Minister a notice setting out 


Pre-RSC History: All that portion of subsec. 116(1) preceding 
para. (a) substituted by. 1980-81-82-83, c, 48, subsec. 63(1). 
All that portion of subsec. 116(1) preceding para. (a) substituted by 
1973-74, c. 14, subsec. 38(1), applicable to 1972 et seq. 


Interpretation Bulletins: See Interpretation Bulletins and Infor- 
mation Circulars, at end of's. 116. 


S. 116(3) 


Forms:'T2062: Request by a non-resident of Canada for a certifi- 
cate of compliance related to the disposition. of taxable Canadian 
property; [2062A: Request by a non-resident of Canada for a certif- 
icate of compliance related to the disposition of Canadian resource 
property, Canadian real property (other than capital property), Ca- 
nadian timber resource prone and/or depreciable taxable Cana- 
dian property. 


(2) Certificate in respect of proposed dispo- 
sition — Where a non-resident person who has sent 
to the Minister a notice under subsection (1) in re- 
spect of a proposed disposition of any property has 


(a) paid to the Receiver General, as or on account 
of tax under this Part payable by the non-resident 
person for the year, 333% of the amount, if any, 
by which the éstimated amount set out in the no- 
tice in accordance with paragraph (1)(c) exceeds 
the amount set out in’ the notice in accordance 

with paragraph (1)(d); or | 
(b) furnished the Minister with security accept- 

able to the Minister in respect of the proposed 
disposition of the property, 


the Minister shall forthwith issue to the non-resident 
person and the proposed purchaser a certificate in 
prescribed form’ in respect of the proposed disposi- 
tion, fixing therein an amount) (in this) section re- 
ferred to. as the “certificate limit’) equal to the esti- 
mated..amount set out. in-the notice in accordance 
with paragraph. (1)(c). 

Related Provisions: 116(5) — Non-residents — Liability of pur- 
chaser; 164(1.6) — Security, not.to be. released while appeal 
pending. 

Pre-RSC History: Para. 116(2)(a) amended by 1988, c. 55, sub- 
sec. 89(1), to substitute “333%” for “25%”, applicable to disposi- 
tions occurring after 1987, except that with respect to dispositions 
occurring before 1990, the reference to “333%” shall be read as: a 
reference to “30%”. 


“Receiver, General” substituted for,“‘Receiver General of Canada’ 
by 1980-81-82-83,:c. 48, 5.415. 

interpretation Bulletins: See Interpretation Bulletins and Infor- 
mation Circulars, at end of's. 116. 


Forms: T2064: Certificate with respect to the proposed disposition 
of property by a non-resident of Canada. 


(3) Notice to Minister — Every non-resident per- 
son who in a taxation year disposes of any taxable 
Canadian property of that person (other than prop- 
erty described in subsection (5.2) and excluded prop- 
erty) shall, not later than 10 days after the disposi- 
tion, send to the Minister, iby Pp gisterdats mail, a 
notice setting out: : 


(a) the name and address of the person to whom 
the non-resident person disposed of the property 
(in ‘this section referred to as the “purchaser”), 
(b) a description of the property sufficient to 
identify it, and 

(c) a statement of the ‘proceeds of disposition of 
the property and the amount of its adjusted cost 
base to the non-resident person immediately 
before the disposition, | 


unless the non-resident’ person has, at any time 
before the disposition, sent’ to the Minister a notice 
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under subsection (1) in respect of any proposed dis- 
position of that property and 


(d) the purchaser was the proposed purchaser re- 
ferred to in that notice, 


(e) the estimated amount set out in that notice in 
accordance with paragraph (1)(c) is equal to or 
greater than the proceeds of disposition of the 
property, and 


(f) the amount set out in that notice in accordance 
with paragraph (1)(d) does not exceed the ad- 
justed cost base to the non-resident person of the 
property immediately before the disposition. 


Related Provisions: 116(6) — Excluded property; 238(1) — Of- 
fences; 248(7) — Mail deemed received on day mailed. 


History: The opening words of subsec. 116(3) amended by 1998, c. 
19, subsec. 133(2), applicable after April 26, 1995. The opening 
words formerly read: 


116. (3) Notice to Minister — Every non-resident person 
who in a taxation year has made a disposition of any taxable 
Canadian property of that person (other than depreciable 
property or excluded property) shall, not later than 10 days 
after the day on which the disposition was made, send to the 
Minister, by registered mail, a notice setting out 


Pre-RSC History: All that portion of subsec. 116(3) preceding 
para. (a) substituted by 1980-81-82-83, c. 48, subsec. 63(2). 


Para. 116(3)(a) substituted by 1974-75-76, c. 26, subsec. 75(1), ap- 
plicable in respect of dispositions occurring after May 6, 1974. Para. 
116(3)(a) formerly read: 


(a) the name and address of the person to whom he disposed 
of the property, 


All that portion of subsec. 116(3) preceding para. (f) substituted by 
1973-74, c. 14, subsec. 38(2), applicable to 1972 et seq. 


Interpretation Bulletins: See Interpretation Bulletins and Infor- 
mation Circulars, at end of s. 116. 


Forms: T2062: Request by a non-resident of Canada for a certifi- 
cate of compliance related to the disposition of taxable Canadian 
property; T2062A: Request by a non-resident of Canada for a certif- 
icate of compliance related to the disposition of Canadian resource 
property, Canadian real property (other than capital property), Ca- 
nadian timber resource property and/or depreciable taxable Cana- 
dian property. 


(4) Certificate in respect of property 
disposed of — Where a non-resident person who 
has sent to the Minister a notice under subsection (3) 
in respect of a disposition of any property has 


(a) paid to the Receiver General, as or on account 
of tax under this Part payable by the non-resident 
person for the year, 33'/3% of the amount, if any, 
by which the proceeds of disposition of the prop- 
erty exceed the adjusted cost base to the non-resi- 
dent person of the property immediately before 
the disposition, or 


(b) furnished the Minister with security accept- 
able to the Minister in respect of the disposition 
of the property, 


the Minister shall forthwith issue to the non-resident 
person and the purchaser a certificate in prescribed 
form in respect of the disposition. 
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Related Provisions: 116(5) — Non-residents — liability of pur- 
chaser; 164(1.6).— Security not to be released while appeal 
pending. 

Pre-RSC History: Para. 116(4)(a) amended by 1988, c. 55, sub- 
sec. 89(2), to substitute “33'/3%” for “25%”, applicable with respect 
to dispositions occurring after 1987, except that with respect to dis- 
positions occurring before 1990, the reference to “33'/3%” shall. be 
read as a reference to “30%”. 


“Receiver General” substituted for “Receiver General of Canada” 
by 1980-81-82-83, c. 48, s. 115. 

Para. 116(4)(a) substituted by 1973-74, c. 14, subsec. 38(3), appli- 
cable to 1972 et seq. 


Interpretation Bulletins: See Interpretation Bulletins and; Infor- 
mation Circulars, at end of s. 116. 


Forms: T2068: Certificate with respect to the disposition of prop- 
erty by a non-resident of Canada. 


(5) Liability of purchaser — Where in a taxation 
year a purchaser has acquired from a non-resident 
person any taxable Canadian property (other than de- 
preciable property or excluded property) of the non- 
resident person, the purchaser, unless 


(a) after reasonable inquiry the purchaser.had no 
reason to believe that the non-resident person was 
not resident in Canada, or 


(b) a certificate under subsection, (4), has been is- 
sued to the purchaser by the Minister in peSReRs 
of the property, 


is liable to pay, and shall remit to the Receiver Gen- 
eral within 30 days after the end of the month in 
which the purchaser acquired the property, as tax 
under this Part for the year on behalf of the non-resi- 
dent person, 331% of the amount, if any, by which 


(c) the cost to the purchaser of the property so 
acquired 


exceeds 


(d) the certificate limit fixed by the certificate, if 
any, issued under subsection (2) in respect of the 
disposition of the property by the non-resident 
person to the purchaser, 


and is entitled to. deduct or withhold from. any 
amount paid or credited by the purchaser to.the non- 
resident person or otherwise recover from the non- 
resident person any amount paid by the purchaser.as 
such a tax. 


Related Provisions: 1|16(2) — Certificate in-respect of proposed 
disposition; 116(4) — Certificate in respect of property disposed of; 
116(6) — Excluded property; 227(9) — Failure to remit tax — pen- 
alty; 227(9.3) — Interest on tax not paid; 227(10.1) — Assessment; 
248(7) — Mail deemed received on day mailed. 


Pre-RSC History: Subsec. 116(5) substituted by 1990, c. 39, s. 
23, applicable with respect to acquisitions occurring after April 27, 
1989 except that, with respect to acquisitions occurring before 1990, 
the reference to “33'%” shall be read as a reference to “30%”. Sub- 
sec. 116(5) formerly read: 


(5) Liability of purchaser in certain cases — Where in a 
taxation year a purchaser has acquired from a non-resident 
person any of that non-resident person’s taxable Canadian 
property (other than depreciable property. or excluded 
property), 
(a) the purchaser, unless after reasonable inquiry he had. 
no reason to believe that the non-resident person was not 
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resident in Canada, is liable to. pay, as tax under this Part 
for the year on behalf of the non-resident person, 


(i) 15% of the cost to the purchaser of the property so 
acquired, if no certificate has been issued under sub- 
section (2) in respect of the disposition of the prop- 
erty by the non-resident person to the purchaser, or 


(11) in any other case, the lesser of 


(A) 15% of the cost to the purchaser of the prop- 
erty so acquired, and ~ 


(B) 33'4% of the amount, if any, by which the 
cost to the purchaser of the property so acquired 
exceeds the certificate limit fixed by the certifi- 
cate issued under subsection (2) in respect of the 

disposition of the property by the non-resident 
person to the purchaser, 


and is entitled to deduct or withhold from any amount paid or 
credited by him to the non-resident person or otherwise re- 
cover from the non-resident person any amount paid by him 
as such tax; 


(b) at such time, if any, as any certificate under subsec- 
tion (4) is issued to him by the Minister in respect of the 
property, the purchaser ceases to be liable under this sub- 
section to pay any amount as tax under this Part for the 
year on behalf of the non-resident person; and” 


(c) the purchaser shall within 30 days after the end of the 
month in which he acquired the property, remit to the Re- 
ceiver General of Canada the tax for which he is liable 
under paragraph (a). 
Cl. 116(5)(a)Gi)(B) amended by. 1988, c..55, subsec. 89(3), to sub- 
stitute “331/3%” for “25%”, applicable with respect to dispositions 
occurring after 1987, except that with respect to dispositions occur- 
ring before 1990, the reference to “33'/3%” shall be read as a refer- 
ence to “30%”. 


All that portion of subsec. 116(5) preceding para. (a) substituted by 
1980-81-82-83, c. 48; subsec. 63(3). 


Para. 116(5)(c) added by 1974-75-76, c. 26, subsec. 75(2), applica- 
ble-in respect of dispositions occurring after May 6, 1974 except 
that in respect of dispositions occurring before November 18, 1974, 
the reference in para. 116(5)(c) to “within 30 days after the end of 
the month in which he acquired the property” shall be read as 
“within 30. days after November 18, 1974”. 


Para. 116(5)(a) substituted by.1973-74, c. 30, s. 13, applicable with 
respect to an acquisition of a property after February 19, 1973. Para. 
116(5)(a) formerly read: 
(a) the purchaser, unless after reasonable inquiry he had no 
reason to believe that the non-resident person was not resi- 
dent in Canada, is liable to pay, as tax under this Part for the 
year on behalf of the non-resident person,15% of the amount, 
if any, by which ta ly 
(i) the cost to the purchaser of the property so acquired 
exceeds 
(ii) the certificate limit fixed by any certificate under sub- 
section (2) issued to him by the Minister in respect of the 
property, , 
and is entitled to deduct or withhold from any amount paid or 
credited by him to the non-resident person or otherwise re- 
cover from the non-resident person any amount paid by him 
as such tax; and 


All that portion of subsec..116(5) preceding para. (a) substituted by 
1973-74, c. 14, subsec. 38(4), applicable to 1972 et seg. ' 


Interpretation Bulletins: See Interpretation. Bulletins and Infor- 
mation Circulars, at end of s. 116. 


(5.1) ldem — Where a non-resident person has dis- 
posed of or proposes to dispose of a life insurance 


S.-116(5.2) 


policy in Canada, a Canadian resource property or 
any property that is or would, if the non-resident per- 
son disposed of it, be taxable Canadian property. of 
the non-resident person other than - 


(a) excluded property, or 


(b) property that has been transferred or distrib- 
uted on or after the non-resident person’s death 
_ and as a consequence thereof 


to any person by way of gift inter vivos or to.a per- 
son with whom the non-resident person was not 
dealing at arm’s length for no proceeds of disposi- 
tion or for proceeds of disposition less than the fair 
market value of the property at the time the non-resi- 
dent person so disposed of it or proposes to dispose 
of it, as the case may be, the following rules apply: 


(c) the reference in paragraph (1)(c) to “the pro- 
ceeds of disposition to be received by the non- 
resident person for the property” shall be read as 
a reference to “the fair market value of the prop- 
erty at the time the non-resident person proposes 
to dispose of it”, 

(d) the references in subsections (3) and (4) to 
“the proceeds of disposition of the property” shall 
be read.as references to “the fair market value of 
the property immediately before the disposition’, 


(e) the references in subsection. (5) to “‘the cost to 
the purchaser of the property so acquired” shall 
be read as references to “the fair market value of 
the property at the time it was so acquired’, and 


(f) the reference in subsection (5.3) to “the 
amount payable by ‘the taxpayer for the property 
so acquired” shall be read as a reference to “‘the 
fair market value of the property at the time it 
was so acquired’. 
Related Provisions: 110.4(4) — Death of a taxpayer; 116(6) — 
Excluded property. 
Pre-RSC History: All that portion of subsec. 116(5.1) preceding 
para. (a) amended by 1985, c. 45, subsec, 61(1), to substitute the 
words “a Canadian resource property” for “a property described in 
paragraph 59(2)(a), (c) or (d)”, applicable to taxation years com- 
mencing after 1984. 
All that portion of subsec. 116(5.1) preceding para. (a) substituted 
by 1980-81-82-83, c. 140, subsec. 74(1), to substitute ‘a life insur- 
ance policy in Canada, a property described in paragraph 59(2)(a), 
(c) or (d)” for “a Canadian resource property”. 


All that portion of subsec. 116(5.1) preceding para. (a) substituted, 
para. 116(5,1)(f) added by 1980-81-82-83, c. 48, subsecs. 63(4), (5). 


Subsec. 116(5.1) added by 1974-75-76, c. 26, subsec. 75(3), appli- 
cable in respect of dispositions occurring after May 6, 1974. 
Interpretation. Bulletins: IT-150R2: Taxable Canadian. prop- 
erty — acquisition from a non-resident of certain property on death 
or mortgage foreclosure or by virtue of a deemed disposition. See 
also Interpretation Bulletins and Information Circulars, at end of s. 
116. 

Forms: T2062B: Notice of dispositions of life insurance policies in 
Canada by. a non-resident; T2062B — Sched.. |: Certification and 
remittance notice. 


(5.2) Certificates for dispositions — Where a 
non-resident person has, in respect.of a disposition 
or proposed disposition to a taxpayer in a taxation 
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year of property (other than excluded property) that 
is a life insurance policy in Canada, a Canadian fe- 
source property, a property (other than capital prop- 
erty) that is real property situated in Canada, a tim- 
ber resource property, depreciable property that is or 


would, if the non-resident person disposed of it, be a 


taxable Canadian property of the non-resident person 
or any interest in, or option in respect of, a property 
to which this subsection applies seek i or not the 
property exists), 


(a) paid to the Receiver General, as S or on 4 9 
of tax under this Part, payable by the non-resident 
person for the year, such amount as is acceptable 


to the Minister in respect of the disposition. or. 


proposed disposition of the property, or 


(b) furnished the Minister with security accept- | 


able to the Minister in respect:of the disposition 
or proposed disposition of the property, 


the Minister shall forthwith issue to the non-resident 
person and to the taxpayer a certificate in prescribed 
form in respect of the disposition or proposed dispo- 


sition fixing therein an amount equal to the proceeds 


of disposition, proposed proceeds of disposition or 
such other amount as is “reasonable in’ the 
circumstances. PISO IG 


Related Provisions: 
164(1.6) — Security not to ‘be released while appeal pending ; 
248(4) — Interest in real property. 


History: The opening words of subsec. 116(5.2) amended by 1998, 
c. 19, subsec. 133(3), applicable to dispositions that occur after 
1996. The opening words. formerly read: 


116. (5.2) Certificates for dispositions — Where a non-resi- 
dent person has, in respect of a disposition or proposed dispo- 
sition to a taxpayer in a taxation year of a life insurance ‘pol- 
icy in Canada of the non-resident person, a Canadian resource 
property of the non-resident person, a property (other than 
capital property) that is real property situated in Canada of 
the non-resident person (including any interest therein or op- 
tion in respect thereof, whether or not the property is in exis- 
tence), a timber resource property of the non-resident person 
or any interest therein or option in respect thereof, or depre- 
ciable property that is or would, if the non-resident person 
disposed of it, be a taxable Canadian property of the non-resi- 
dent person, 


That portion of subsec. 116(5.2) preceding para. (a) substituted by 
1994, c. 7, Sch. I (1991, c. 49), s. 87, applicable to dispositions 
occurring after February 20, 1990, other than dispositions pursuant 
to agreements in writing entered into before February 21, 1990: 
That portion formerly read: 


(5.2) Certificate for dispositions — Where a non-resident 
person has, in respect of a disposition or proposed: disposition 
to a taxpayer in a taxation year of a life insurance policy in 
Canada of the non-resident person, a Canadian resource prop- 
erty of the non-resident person or depreciable property that is 
or would, if the non-resident person disposed of it, be taxable 
Canadian property of the non-resident person, 


Pre-RSC Hestory: That portion of subsec. 116(5.2) preceding 
para. (a) amended by 1985, c. 45, subsec. 61(2), to substitute the 
heading “Certificate for dispositions” for “Certificate in-respect of 
dispositions”, and to substitute the words “a Canadian resource 
property” for “a property described in paragraph 59(2)(a), (c) or 
(d)”, applicable to taxation years commencing after 1984. 


116(5.1), (5.3) — Lrability of purchaser; | 


‘Income Tax Act; Part I 


Subsec. 116(5.2) and preceding heading substituted ey 1980-8 1-82- 
83, c. 140, subsec. 74(2), formerly read?” 


(5.2) Certificate'in respect of proposed disposition — 

“ Where a’ non-resident person has, in respect of a proposed 
disposition to a taxpayer in a taxation year of a Canadian re- 
source property of the non-resident person or depreciable 
property that would, if it were disposed of, be taxable Cana- 
dian property of the non-resident person, 


(a) paid to the Receiver General, as or.on account of tax 
under this Part payable by the non-resident person for the 
year, such amount as is acceptable to the Minister in re- 
spect of the proposed disposition of the property, or 
(b) furnished to. the Minister security, acceptable to the 
Minister, in. respect. of. the proposed. disposition of the 
property, boil, 
the Minister, shall. forthuacitle issue to the non-resident person 
and to the taxpayer,a certificate in prescribed form in respect 
of the proposed disposition fixing therein an amount equal to 
the proposed proceeds of disposition. 


Subsec. 116(5.2), added by, 1980-81-82-83, c. 48, satisert 636). 


Interpretation Bulletins: See Interpretation Builetins and Infor- 
mation Circulars, at end of s.116.: 


(5.3) Liability of purchaser in certain cases — 
Where in a taxation. year a taxpayer has acquired 


from a non-resident person, ‘property referred to in 
subsection (5.2), 


(a) the taxpayer, unless after fesesnaBre inquiry 
the taxpayer had no reason’ to believe that the 
non-resident person was not resident in Canada, 
is liable to pay, as tax under this Part for the year 
on behalf of the non-resident person, 50% of the 
amount, if any, by which. 


(i) the amount payable by the taxpayer for the 
property so acquired 


~ exceeds 


(11) the amount fixed in the certificate, if any, 
issued under subsection (5.2) in respect of the 
disposition of the property by the non- pede 
person to the taxpayer 


and is entitled to deduct or withhold ERR any 

amount paid or credited by the taxpayer to the 

non-resident person or to otherwise recover from 

the non-resident person any amount paid By the 
. taxpayer as such a tax; and 


(b) the taxpayer shall, within 30 days atti the 
~end of the month in which the taxpayer acquired 
the property, remit to the Receiver General the 
tax, for. which the taspayer is. liable under para- 
graph (a). ; 

Related Provisions: 227(9) — Failure to remit tax — penalty; 


227(9.3)-— Interest on tax not paid; 227(10:1) —- Assessment; 
248(7) — Mail deemed received on day mailed. 


Pre-RSC History: Subsec. 116(5.3) added by 1980- i 82- 83, ¢. 
48, subsec. 63(6). 


Interpretation Bulletins: See eae Bulletins‘ and Infor- 
mation Circulars, at end of s: 116. 


Forms: T2064: Certificate with respect to the ‘proposed: et lat ly 
of property by a non-resident of Canada. 

(5.4) Presumption — Where there has ‘been a dis- 
position by a non-resident of a life’insurance policy 
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in Canada by virtue of subsection 148(2) or any of 
paragraphs (a) to (c) and (e) of the definition “dispo- 
sition” in subsection 148(9), the insurer under the 
policy shall, for the purposes of subsections (5.2) 
and (5.3) be deemed to be the taxpayer who acquired 
the property for an amount equal to the proceeds of 
disposition as determined under section 148. 


Pre-RSC History: Subsec. 116(5.4) added by 1980-81-82-83, c. 
140, subsec. 74(3). 


Interpretation Bulletins: See Interpretation Bulletins and Infor- 
mation Circulars, at end of s. 116. 


(6) Definition of “excluded property” — For 
the purposes of this section, “excluded property” of a 
non-resident person means 


(a) property described in 
115(1)(b) (xii); 


(b) a share of a class of the capital stock of a cor- 
poration that is listed on a prescribed stock ex- 
change, or an interest in the share; 


subparagraph 


(c) a unit of a mutual fund trust; 


(d) a bond, debenture, bill, note, mortgage or sim- 
ilar obligation; or 


(e) any other property that is prescribed to be ex- 
cluded property. 


Related Provisions: 87(10)-— New share issued on amalgama- 
tion of public corporation deemed to be listed on prescribed stock 
exchange. 


History: Paras. 116(6)(a) and (b) amended by 1998, c. 19, subsec. 
133(4), applicable after April 26, 1995, except in respect of the dis- 
position of a property before 1996 


(a) to a person who was obliged on April 26, 1995 to acquire 
the property pursuant to the terms of an agreement in writing 
made on or before that day (and, for the purpose of this para- 
graph, a person shall be considered not to be obliged to acquire 
property where the person can be excused from the obligation if 
there is a change to the Act or if there is an adverse assessment 
under the Act); or 


(b) pursuant to a prospectus or similar document filed with the 
relevant securities authority before April 27, 1995. 


Paras. 116(6)(a) and (b) formerly read: 
(a) property described in subparagraph 115(1)(b)(ix); 


(b) a share of the capital stock of a public corporation, or an 
interest therein; 


Pre-RSC History: Subsec. 116(6) added by 1973-74, c. 14, sub- 
sec. 38(5), applicable to 1972 et seq. 


Regulations: 810 (property prescribed to be excluded. property); 
3200, 3201. (prescribed stock exchanges; will be amended to cover 
116(6), but see also ITA 87(10)). 


(7) Application of subsec. 138(12) — The defi- 
nitions in subsection 138(12) apply to this section. 


Origin of subsec. 116(7): R.S.C. 1985, c. 1 (Sth Supp.) (for- 


merly contained in the opening words of subsec. 138(12)). 

Definitions [s. 116]: “adjusted cost base” — 54, 248(1); 
“amount” — 248(1); “Canada” — 255; “Canadian resource prop- 
erty” — 66(15), 248(1); “class of shares” — 248(6); “depreciable 
property” — 13(21), 248(1); “excluded property” — 116(6); “‘inter- 
est” — in real property 248(4); “life insurance policy in Canada” — 


! indexed by s. 117.1 after 1988. 


S. 117(2) 


138(12), 248(1); “listed” —87(10) “Minister” — 248(1); “mutual 
fund trust” — 132(6), 248(1); “non-resident”, “person”, “pre- 
scribed”, “property” — 248(1); “public corporation” — 89(1), 
248(1); “resident in Canada” — 250; “taxable Canadian prop- 
erty” — 115(1)(b), 248(1); “taxation year” — 249; “taxpayer”, 
“tumber resource property” — 248(1). See also 116(7), 
Interpretation Bulletins [s. 116]: IT-120R4: Principal resi- 
dence; IT-150R2: Acquisition from non-resident of certain property 
on death or mortgage foreclosure or by virtue of a deemed disposi- 
tion; IT-474R: Amalgamations of Canadian corporations. 


Information Circulars [s. 116]: 72-17R4: Procedures concern- 
ing the disposition of taxable Canadian property by non-residents of 
Canada — section 116. 


Division E — Computation of Tax 


Subdivision a — Rules Applicable 
to Individuals 


117. (1) Tax payable under this Part — For the 
purposes of this Division, except section 120 (other 
than paragraph (b) of the definition “tax otherwise 
payable under this Part” in subsection 120(4)) and 
section 120.1 (other than subsection 120.1(2)), tax 
payable under this Part, tax otherwise payable under 
this Part and tax under this Part shall be computed as 
if this Part were read without reference to Division 
Sai 


Related Provisions: 248(2) — Tax payable. 


Pre-RSC History: Subsec. 117(1) substituted by 1988, c. 55, 
subsec. 90(1), applicable to 1987 et seg. Subsec. 117(1) formerly 
read: 


117. (1) For the purposes of this Division, except paragraph 
119(1)¢d), section 120 (other than subparagraph (4)(c)(ii) 
thereof) and section 120.1 (other than paragraph (2)(b) 
thereof), tax payable under this Part, tax otherwise payable 
under this Part and tax under this Part shall be computed as if 
this Part were read without reference to Division E.1. 


Subsec. 117(1) added by 1986, c. 55, subsec. 35(1), applicable to 
taxation years commencing after 1983. (For history of former sub- 
sec. 117(1), see below.) 


(2) 1988 and subsequent taxation years 
rates — The tax payable under this Part by an indi- 
vidual on the individual’s taxable income or taxable 
income earned in Canada, as the case may be, (in 
this subdivision referred to as the “amount taxable’’) 
for the 1988 and subsequent taxation years is 


(a) 17% of the amount taxable if the amount taxa- 
ble does not exceed $27,500;!! 


(b) $4,675!! plus 26% of the amount by which 
the amount taxable exceeds $27,500!! if the 
amount taxable exceeds $27,500!! and does not 
exceed $55,000!!; and 

(c) $11,825!! plus 29% of the amount by which 
the amount taxable exceeds $55,000.!! 


Related Provisions: 117(1)— Minimum tax to be ignored for 
purposes of 117(2); 117.1(1) — Indexing for inflation; 120(1) — 
Addition to tax for income not earned in a province; 120(2) — Rate 
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reduction for residents of Quebec; 120.1— Forward averaging 
credit; 122 — Top rate of tax payable by inter vivos trust; 127.5 — 
Minimum tax; 180.1. — Individual surtax; 180.2 — “Clawback” tax 
on old age security. 


Pre-RSC History: Subsec. 117(2) added by 1988, ¢. 55, subsec. 
90(2), applicable to 1988 et seg. (For pry of former subsec. 
117(2), see below.) 


Selected Cases: Guillemette v. R., [1997] 3 C.T.C. 2797 (TCC) 
(Progressive tax rates not unconstitutional). 


Interpretation Bulletins: IT-513R: Personal tax credits; IT- 
515R2: Education. tax credit; IT-516R2: Tuition tax credit; IT- 
519R2: Medical expense and disability tax credits and attendant 
care expense deduction. 


Note re Provincial Income Tax: In addition to the tax under Part 
I of the federal Act, as above, an individual who resides in or has 
income earned in any of the provinces is also subject to provincial 
income tax. Except for Quebec, which collects its;own tax on sepa- 
rate income tax returns, each other province imposes a tax that is 
expressed as a percentage of the tax otherwise payable under Part I 
of the federal Act and is collected for the province by the federal 
government on a joint tax return; For-rates and; surtaxes see intro: 
ductory pages. 


(3)-(5.2) [Repealed under former Act] 


Pre-RSC History [former subsecs. 117(1), (2) and 
117(3)-(5.2)]: Subsecs. 117(1)-(5) repealed by 1985, c. 45, subsec. 
62(1). Those subsecs. formerly read: 


117.,(1).1972. rates — The tax, payable a an, individual 
under this Part upon his taxable income or taxable income 
earned in Canada, as the case may be, (in this subdivision re- 
ferred to as the “amount taxable”) for the 1972 taxation year 
is 
(a) 17% of the amount taxable if the amount taxable does 
not exceed $500, 


(b)' $85 plus 18% of the amount by which the amount 
taxable exceeds $500 if the amount taxable exceeds $500 
and does not exceed $1,000, 


(c) $175 plus 19% of the amount by which the amount 
taxable exceeds $1,000 if the amount taxable exceeds 
$1,000 and does not exceed $2,000, 


(d) $365, plus, 20% of the amount by which the amount 
taxable exceeds $2,000 if the amount. taxable exceeds 
$2,000 and does not exceed $3,000, 


(e) $565 plus 21% of the amount: by which the amount 
taxable exceeds $3,000 if the: amount taxable Sie 
$3,000 and doesnot: exceed $5,000, 


(f) $985 plus 23% of the amount by which the amount 
taxable exceeds $5,000 if the amount taxable exceeds 
$5,000 and. does not exceed $7,000, 


(g) $1,445 plus 25% of the amount by-which the amount 
taxable exceeds $7,000-if the amount. taxable exceeds 
$7,000 and does not exceed $9,000, 


(h) $1,945 plus 27% of the amount by which the amount 
taxable exceeds $9,000 if the amount taxable exceeds 
$9,000 and does not exceed $11,000, 


(i) $2,485 plus 31% of the amount by which the amount 
taxable exceeds $11,000 if the amount taxable éxceeds 
$11,000 and does not exceed $14,000, 


(j) $3,415 plus 35% of the amount by, which the amount 
taxable exceeds $14,000 if the amount taxable exceeds 
$14,000. and does not exceed $24,000, 


(k) $6,915 plus 39% of the amount by which the amount 
taxable exceeds $24,000 if the amount taxable exceeds 
$24,000 and does not exceed $39,000, 
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(1) $12,765 plus 43% of the amount by which the amount .. 
taxable exceeds. $39,000 if the amount taxable exceeds 
$39,000 and does not exceed $60, 000, 


(m) $21,795 plus 47%. of the amount by wabichs ic 
amount taxable exceeds $60, 000 if the amount taxable 
exceeds $60,000. 


(2) 1973 rates — The tax payable by.an individual under. 
this Part upon his taxable income or taxable income earned in __ 
Canada, as the case may be, (in this subdivision referred to as — 
the “amount taxable”) for the 1973 taxation year is 


(a) 15% of the amount taxable if the amount taxable does ’ 
not exceed $500, | 


(b) $75 plus 18% of the amount by which the amount’ 
taxable exceeds $500-if the amount taxable exceeds $500- 
and does not exceed $1,000, : 


(c) $165 plus 19% of the amount by which the amount 
taxable exceeds $1,000 if the amount. taxable exceeds 
$1,000 and does not exceed $2,000, 


(d) $355 plus 20% of the amount by which the amount 
taxable exceeds $2,000 if the amount taxable apo 
$2,000 and does not exceed $3,000, 


(e) $555 plus 21% of the amount by which the amount 
taxable exceeds $3,000. if the amount taxable. exceeds 
$3,000 and does not exceed $5, 000, 


(f) $975 plus 23% of the amount by which the amount 
“taxable exceeds $5,000 if the amount taxable exceeds 
$5,000 and does not exceed $7,000, 


~ (g) $1,435 plus 25% of the amount by which the amount ~ 
taxable exceeds $7,000 if the amount taxable exceeds 
$7,000 and does, not exceed $9,000, 


(h) $1,935 plus 27% of the amount by which the amount 
taxable exceeds $9,000 if the amount taxable exceeds 
$9,000 and does not exceed $11,000, 


(i) $2,475 plus 31% of the amount by which the amount 
taxable exceeds $11,000 if the amount ‘taxable exceeds 
$11,000 and does not exceed $14,000; 


(j). $3,405 plus 35% of the amount by which the amount 
taxable exceeds. $14,000 if the amount taxable exceeds 
$14,000 and does not exceed $24,000, 


(k) $6,905 plus 39% of the amount by which the amount 
taxable exceeds $24,000 if the amount taxable exceeds 
$24,000 and does not exceed $39,000, 


(1) $12,755 plus 43% of the amount by which the amount 
taxable exceeds $39,000 if the amount taxable exceeds 
$39,000 and does not exceed $60,000, 


(m) $21,785 plus 47% of the amount by which the 
amount taxable exceeds $60,000 if the amount taxable 
exceeds $60,000. 


(3) 1974 rates — The tax payable by an individual under 
this Part upon his taxable income or taxable income earned in 
Canada, as the case may be, (in this subdivision referred to as 
the “amount taxable”).for the 1974 taxation year is 


(a) 12% of the amount taxable if the amount taxable does . 
not exceed $500, 


(b) $60 plus 18%, of the amount by which the. amount 
taxable exceeds $500 if the amount taxable exceeds $500 
and does not exceed $1,000, 


(c) $150. plus 19% of the amount cy which the arse Otis i 
taxable exceeds $1,000 if the amount taxable exceeds 
$1,000 and does not exceed $2,000, 


(d) $340 plus 20% of the amount by which the amount 
taxable exceeds $2,000 if the amount taxable exceeds 
$2,000 and does not exceed-$3;000, 
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(e) $540 plus 21% of the amount by which the amount 
taxable exceeds $3,000 if the amount taxable exceeds 
$3,000 and does not exceed $5,000, 


(f) $960 plus 23% of the amount by which the amount 
taxable exceeds $5,000 if the amount taxable exceeds 
$5,000 and does not exceed $7,000, 


-(g) $1,420 plus 25% of the amount by which the amount 
taxable exceeds $7,000 if the amount taxable exceeds 
$7,000 and does not exceed $9,000, 


(h) $1,920 plus 27% of the amount by which the amount 
taxable exceeds, $9,000 if the amount. taxable exceeds 
$9,000 and does not exceed $11,000, _ 


(i) $2,460 plus:31% of the amount by which the amount 
taxable exceeds $11,000 if the amount taxable exceeds 
‘$11,000 and ‘does not exceed $14,000; 


(j) $3,390 plus 35% of the amount by which the amount 
taxable exceeds $14,000 if the amount taxable exceeds 
$14,000 and does not exceed $24,000, 


(k) $6,890 plus 39% of the amount by which the amount 
taxable exceeds $24,000 if the amount taxable exceeds 
$24,000 and does not exceed $39,000, 


(1) $12,740 plus 43% of the amount by which the amount 
taxable exceeds $39,000 if the amount taxable exceeds 
$39,000 and does not exceed $60,000, 


(m) $21,770 plus 47% of the amount.by which the 


amount taxable exceeds $60,000 if the.amount taxable 


exceeds $60,000. 


(1) $12,725 plus 43% of the amount by which the amount 
taxable exceeds $39,000 if the amount taxable: exceeds 
$39,000 and does not exceed $60,000, 


(m) $21,755 plus 47% of the amount by which the 
amount: taxable exceeds $60,000 if the amount taxable 
exceeds $60,000. 


(5) 1976 rates — The tax payable by an individual under 
this Part upon his taxable income or taxable income earned in 
Canada, as the case may be, (in this subdivision referred to as 
the “amount taxable”) for the 1976 taxation year is 


(a) 6% of the amount taxable if the amount taxable does 
not exceed $500, 


_(b) $30. plus. 18%,of the amount by which the amount 
taxable exceeds $500 if the amount taxable exceeds $500 
and does not exceed $1,000, 


(c) $120 plus 19% of the amount by which the amount 
taxable. exceeds. $1,000 if the amount taxable. exceeds 
$1,000 and does not exceed $2,000, 


(d) $310 plus 20% of the amount by which the amount 
taxable exceeds $2,000 if the amount taxable. exceeds 
$2,000 and does not exceed $3,000, 


(e) $510 plus 21% of the amount by which the amount 
taxable exceeds $3,000 if the amount taxable exceeds 
$3,000 and does not exceed $5,000, 


(f) $930. plus 23% of the amount by.which the amount 
taxable exceeds $5,000 if the amount taxable exceeds 
$5,000 and does not exceed $7,000, 


(g) $1,390 plus 25% of the.amount by which the amount 
taxable exceeds $7,000 if the amount taxable exceeds 
$7,000 and does not exceed $9,000, 


(h). $1,890 plus 27% of the amount by which the amount 


(4) 1975 rates — The tax payable by an individual under 
this Part upon his taxable income or taxable income earned in 
Canada, as the case may be, (in this subdivision referred to as 
the “amount taxable’’) for the 1975 taxation year is 


(a) 9% of the amount taxable if the amount taxable does 
not exceed $500, 


(b) $45 plus 18% of the amount by which the amount 
taxable exceeds $500 if the amount taxable exceeds $500 
and does not exceed $1,000, 


(c) $135 plus 19% of the amount by which the amount 
taxable exceeds $1,000 if the amount taxable exceeds 
$1,000 and does not exceed $2,000, 


(d) $325 plus 20% of the amount by which the amount 
taxable exceeds $2,000 if the amount taxable exceeds 
$2,000 and does not exceed $3,000, 


(e) $525 plus 21% of the amount by which the amount 
taxable exceeds. $3,000 if the amount taxable exceeds 
$3,000 and does not exceed $5,000, 


(f) $945 plus 23% of the amount by which the amount 
taxable exceeds $5,000 if the amount taxable exceeds 
$5,000 and does not exceed $7,000, 


(g) $1,405 plus 25% of the amount by which the amount 
taxable exceeds $7,000 if the amount taxable exceeds 
$7,000 and does not exceed $9,000, 


(h) $1,905 plus 27% of the amount by which the amount 
taxable exceeds $9,000 if the amount taxable exceeds 
$9,000 and does not exceed $11,000, 


(i) $2,445 plus 31% of the amount by which the amount 
taxable exceeds $11,000 if the amount taxable exceeds 
$11,000 and does not exceed $14,000, 


(j) $3,375 plus 35% of the amount by which the amount 
taxable exceeds $14,000 if the amount taxable exceeds 
$14,000 and does not exceed $24,000, 


(k) $6,875 plus 39% of the amount by which the amount 
taxable exceeds $24,000 if the amount taxable exceeds 
$24,000 and does not exceed $39,000, 
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taxable exceeds $9,000 if the amount taxable exceeds 
$9,000 and does not exceed $11,000, 


(i) $2,430 plus 31% of the amount by which the amount 
taxable exceeds $11,000-if the amount taxable exceeds 
$11,000 and does not exceed. $14,000, 


(j). $3,360 plus 35% of the amount by which the amount 
taxable exceeds $14,000 if the amount taxable exceeds 
$14,000 and does not exceed $24,000, 


(k) $6,860 plus 39% of the amount by which the amount 
taxable exceeds $24,000 if the amount taxable exceeds 
$24,000 and does not exceed $39,000, 


(1) $12,710 plus 43% of the amount by which the amount 
taxable exceeds $39,000 if the amount taxable exceeds 
$39,000 and does not exceed $60,000, 


(m) $21,740 plus 47% of the amount by which. the 
amount taxable exceeds $60,000 if the amount As 
exceeds $60,000. 


(5.1) 1977 to 1981 rates — The tax payable by an individ- 
ual under this Part upon his taxable income or taxable income 
earned in Canada, as the case may be, (in this subdivision re- 
ferred to as the “amount taxable”) for taxation years after 
1976 and before 1982 is 


(a) 6% of the amount taxable if the amount taxable does 
not exceed $500, 


(b) $30 plus 16% of the amount by which the amount 
taxable exceeds $500 if the amount taxable exceeds $500 
and does not exceed $1,000, 


‘(c) $110 plus: 17% of the amount by which the amount 
taxable exceeds: $1,000 if the amount taxable exceeds 
$1,000 and does not exceed $2,000, 


(d) $280 plus 18% of the amount by which the amount 
taxable exceeds $2,000 if the amount taxable exceeds 
$2,000 and does not exceed $3,000, 
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(e) $460 pius 19% of the amount by which the amount 
taxable exceeds. $3,000 if the amount: taxable exceeds 
$3,000 and does not exceed $5,000, 


(f) $840 plus 21% of the amount by which:the amount 
taxable exceeds $5,000 if the amount taxable exceeds 
$5,000 and does not exceed $7,000, 


(g) $1,260 plus 23% of the amount by which the amount 
taxable exceeds $7,000 if the amount taxable exceeds 
$7;000 and does not exceed $9,000; 


(h) $1,720 plus 25% of the amount by which the amount 
taxable exceeds $9,000 if the amount taxable exceeds 
$9,000 and does not exceed $11,000, 


(i) $2,220 plus 28% of the amount by which the amount 
taxable exceeds $11,000 if the amount taxable exceeds 
$11,000 and does not exceed $14,000, 


(j) $3,060 plus 32% of the amount by which the amount 
taxable exceeds $14,000 if the amount taxable exceeds 
$14,000 and does not exceed $24,000, 


(k) $6,260 plus 36% of the amount by which the amount 
taxable exceeds $24,000 if the amount taxable exceeds 
$24,000 and does not exceed $39,000, 


(1) $11,660 plus 39% of the amount by which the amount 
taxable exceeds $39,000 if the amount taxable exceeds 
$39,000 and does not exceed $60,000, 


(m) $19,850 plus 43% of the amount by which the 
amount taxable exceeds $60,000 if the amount taxable 
exceeds $60,000. 


All that portion of subsec. 117(5.1) preceding para. (a) and the pre- 
ceding heading substituted by 1980-81-82-83, c. 140, subsec. 75(1), 
to substitute the heading “1977 to 1981 rates” for the former head- 
ing “1977 and Subsequent Taxation Years Rates” and to substitute 
“taxation years after 1926 and before 1982” for “the 1977: and sub- 
sequent taxation years”. 


Para. 117(5.1)(c) substituted by 1977-78, c. 1, s. 101 and Schedule 
to add “if the amount taxable exceeds $1,000”. 


All that portion of subsec. 117(5) preceding para. (a) substituted by 
1976-77, c. 10, subsec. 52(1), to substitute “1976 taxation year” for 
“1976 and subsequent taxation years”. 


Subsec. 117(5.1) added by 1976-77, c. 10, subsec. 52(2). 


Subsec. 117(5.2) repealed by 1988, c. 55, subsec. 90(3), applicable 
to 1988 et seq. Subsec. 117 (5.2) formerly read: 


(5.2) 1982 and subsequent taxation years rates — The 
tax payable by an individual under this Part upon his taxable 
income or taxable income earned in Canada, as the case may 
be, (in this subdivision referred to as the “amount taxable’) 
for the 1982 and subsequent taxation years is 


(a) 6% of the amount taxable if the amount taxable does 
not exceed $500, 


(b) $30 plus 16% of the amount. by. which the amount 
taxable exceeds $500 if the amount taxable exceeds $500 
and does not exceed $1,000, 


(c) $110 plus 17% of the amount by which the amount 
taxable exceeds $1,000 if the amount taxable exceeds 
$1,000 and does not exceed $2,000, 


(d) $280 plus 18% of the amount by which the amount 
taxable. exceeds $2,000 if the amount taxable exceeds 
$2,000 and does not exceed $3,000, 


(e) $460 plus 19% of the amount by which the amount 
taxable exceeds $3,000 if the amount taxable exceeds 
$3,000 and does not exceed $5,000, 


(f) $840 plus 20% of the amount’ by which the amount 
taxable exceeds $5,000 if the amount taxable exceeds 
$5,000 and does not exceed $7,000, 
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(g) $1,240 plus 23% of the amount by which the amount 
taxable exceeds $7,000 if the amount taxable exceeds 
$7,000 and does not exceed $9,000; 


(h) $1,700 plus 25% of the amount ‘by which-the amount 
taxable exceeds $9,000 if the amount, taxable exceeds 
$9,000 and does not exceed $14,000, 


(i) $2,950 plus 30% of the amount by which the amount 
taxable exceeds $14,000 if the amount taxable exceeds 
$14,000 and does not exceed $24,000, 


and 


(j) $5,950 plus 34% of the amount by which the amount 
taxable exceeds $24,000. 


Subsec. 117(5.2) added by 1980-81-82-83, c..140, subsec. 75(2). 


(6) Special table — An individual (other than an 
individual of a prescribed class) whose amount taxa- 
ble for a taxation year does not exceed a prescribed 
amount may use a table prepared for that year in ac- 
cordance with prescribed rules in computing the 
amount of the individual’s tax payable under Part I.1 
and the amount that, but for prescribed provisions of 
this Act, would be the individual’s tax. payable under 
this Part for the. year. 


Related Provisions: 117(1) — Tax payable under this Part. 


Pre-RSC History: Subsec. 117(6) amended by 1988, c. 55, sub- 
sec. 90(4), to substitute “a table prepared for that year” for “a table 
prepared” and “prescribed provisions of this Act” for “section 
120.1, 120.2, 127 and 127.2 to 127.4”, applicable to 1988 et seq. 


Subsec. 117(6) amended by 1987, c: 46, s. 43, to substitute “com- 
puting the amount of his tax payable under Part I.1 and the amount” 
for “computing the amount’, applicable to 1986 et seq. 


Subsec..117(6) amended by 1986, c. 55, subsec. 35(2), to substitute 
“the amount that, but for sections 120.1,.120.2, 127 and: 127.2 to 
127.4, would be” for “the amount that would, but for.sections 120.1, 
127 and 127.2 to 127.4, be”, applicable to taxation years commenc- 
ing after 1983. 


Subsec. 117(6) amended by 1986, c. 6, subsec. 64(1), to substitute 
“and 127.2 to 127.4” for “127.2 and 127.3 and the excess referred to 
in paragraph 120(3.1)(a)”, applicable to 1985 et seq. except that in 
its application to the 1985 taxation year, subsec. 117(6) shall be 
read as follows: 


(6) An individual (other than an individual of a prescribed 
class) whose amount taxable for a taxation year does not ex- 
ceed a prescribed amount may use a table prepared in accor- 
dance with prescribed rules in computing the amount that 
would, but for sections 120.1, 127 and 127.2 to 127.4 and the 
excess referred to in paragraph 120(3.1)(a), be his tax payable 
under this Part for the year. 


Subsec. 117(6) substituted by 1985, .c. 45, subsec. 62(2), applicable 
to 1984 et seg. Subsec. 117(6) formerly read: 


(6) Special table — Where the amount taxable for a taxation 
year of an individual (other than an individual of a prescribed 
class) is not in excess of a prescribed amount, the amount that 
would, but for this subsection, be the tax payable by him 
under this Part for the year before any adjustment thereto by 
virtue of paragraph 120(3.1)(b) and sections 120.1, 127, 
127.2 and 127.3 may be determined by him by reference to a 
table prepared in accordance with prescribed rules and the 
amount so determined may be paid by him in lieu of the tax 
that, but for this subsection, would be the. tax payable by him 
under this Part for the year before any such adjustment. 


Subsec. 117(6) substituted by 1984, c. 1, s. 59, id Ks to 1982 et 
seq. Subsec. 117(6) formerly read: 


(6) Special table — An individual, other than an individual 
of a prescribed class, whose amount taxable for a taxation 
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year is not in excess of a prescribed amount may, in lieu of 

‘the tax that, but for this subsection, would be the tax payable 
by him under this Part for the taxation year if he were not 
entitled to any deduction under section 127, pay a tax deter- 
mined by reference to a table prepared in accordance with 
prescribed rules. 


Subsec. 117(6) substituted by 1980-81- 82-83, c. 48, s.. 64, oles 
ble to 1979 et seg. Subsec. 117(6) formerly read: 


(6) An individual, other than an individual of a prescribed 
class, whose amount taxable for a taxation year is $24,000 or 
less may, in lieu of the tax under subsection (1), (2), (3), (4), 
(5) or (5.1), as the case may be, pay a tax computed in accor- 
dance with a prescribed table, which shall be prepared: in ac- 
cordance with the following rules: 


(a) the table shall be divided into ranges of amounts not 
exceeding $10 each and specify the tax payable.on every 
amount taxable within each range; and 


(b) the tax payable on amounts taxable within one of the 
ranges referred to in paragraph (a) shall be the tax under 

_ subsection (1), (2), (3), (4), (5) or (5.1), as the case may 
be, on the average of. the highest and tome amounts in 
the range. 


Subsec. 117(6) substituted by 1976-77, Cale subsec. 52(3), applica- 
ble to 1977 et seg. to substitute “(5) or (5.1)” for “or (5)”. 


All that portion of subsec. 117(6) preceding para. (a) substituted by 
1973-74, c. 30, subsec. 14(1). That portion formerly read: 


(6) An individual, other than an individual of a prescribed 
class, whose amount taxable for a taxation year is $12,000 or 
less may, in lieu of the tax under subsection (1), (2), (3), (4), 
or (5), as the case may be, pay a tax computed in accordance 
with a prescribed table which shall be prepared in accordance 
with the following rules: 


Regulations: 2500, 2501 (prescribed amount, individual of a pre- 
scribed class). 


(7) [Repealed] 


History: Subsec. 117(7) repealed by 1994, c. 7,Sch. VIE (1992, c. 
48), s. 6, applicable to 1993 et seq. Subsec. (7) formerly read: 


(7) Notch provision — Where the tax otherwise payable 
- under this Part for a taxation year by an individual is greater 
than the total of 


(a) the tax that would be so payable if, in computing the 
individual’s. tax payable under this Part for the year, the 
individual could deduct under section 118.2. payments 
described in that section made in respect of a person who, 
had the person’s income for the year been nil, would 
have been a dependant in respect of whom the individual 
could. have: deducted an amount under section 118 in 
computing the individual’s tax payable under this Part for 
the year; and 
(b) 68% of the amount by which the income for the year 
of the ee referred to in paragraph (a) exceeds 
$6,000! ) 
the tax otherwise payable under this Part for the year may be 
reduced to that total. 
Pre-RSC History: Subsec. 117(7) substituted by 1988, c. 55, 
subsec. 90(4), applicable to 1988 et seg. Subsec. 117(7) formerly 
read: 
(7) Notch provision — Where the tax otherwise payable by a 
taxpayer for a taxation year under this Part is greater than the 
aggregate of 
(a) the tax that would be payable by the taxpayer if the 
taxpayer could deduct in computing his taxable income 


I lindexed by s. 117.1 after 1988. 
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for the year a payment described in paragraph 110(1)(c) 
in respect. of-any person who would be a dependant (in 
respect of whom the taxpayer could make a deduction 
from his income for the year) if that person’s income for 
the year were not in excess of $1,600, and 


(b) 68% of the amount by which the income of the person 
described in paragraph (a) exceeds $1,600, 


the tax otherwise payable for the year under this Part may be 
reduced to that aggregate. 


Paras. 117(7)(a) and (b) amended by 1986, c. 6, subsec. 64(2), to 
substitute “$1,600” for “$1,700”; applicable to 1986 et seq. 


Para. 117(7)(b) substituted by 1980-81-82-83, c. 140, subsec. 75(3), 
applicable to the 1980. and subsequent: taxation years. Para. 
117(7)(b) formerly, read: 


(b) the amount by which the income of the person described 
in paragraph (a) exceeds $1,700, 


Paras. 117(7)(a), (b) substituted by 1973-74, c. 30, subsec. 14(2), 
applicable to 1973 et seg. Paras. 117(7)(a), (b) formerly read: 


(a) the tax that would be payable by the taxpayer if the tax- 
payer could deduct in computing his taxable income for the 
year a payment described in paragraph 110(1)(c) in respect of 
any person who would be a dependant (in respect for whom 
the taxpayer could make a deduction from his income for the 
year) if that person’s income for the year were not in excess 
of $1,600, and 


(b) the amount by which the income of the person described 
in paragraph (a) exceeds $1,600, 
Definitions [s. 117]: “amount”, “individual”, “person”, “pre- 
scribed” — 248(1); “tax payable” — 117(1), 248(2); “taxable 1n- 
come” — 2(2), 248(1); “taxable income’ earned in Canada” — 
115(1), 248(1); “taxation year” — 249; “taxpayer” — 248(1). 


Interpretation Bulletins [s. 117); IT-406R2: Tax payable by an 
inter vivos trust. 


Annual Adjustment of Deductions and Other 
Amounts 


117.1 (1) Annual adjustment [indexing] — 
Each of 


(a) the amount of $6,456 referred to in clause 
(a)(i1)(B) of the definition “preferred beneficiary” 
in subsection 108(1) in relation to a beneficiary’s 
income (computed without reference to subsec- 
tion 104(14)) for a taxation year, 


(b) the amounts expressed in dollars in subsection 
117(2), paragraphs (c) and (d) of the description 
of B in subsection 118(1), subsections 118(2), 
118.2(1) and 118.3(1) and Part I.2 in relation to 
tax payable under this Part or Part I.2 for a taxa- 
tion year, 


(b. 1) the amounts of $5,000 and $6,000 referred 
to in subsection (2) and paragraphs (a) and (b) of 
the description of B in subsection 118(1) in rela- 
tion to tax payable under this Part for a taxation 
year, and 


(b.2) the amounts expressed in dollars in subsec- 
tions 122.5(3) and 122.51(1) and (2) in relation to 
tax payable under this Part for a taxation year 
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shall be adjusted so that the amount to be used under 
those provisions for the year is the total of 


(c) the amount that would, but for subsection (3), 
be the amount to be used under those provisions 
for the immediately preceding taxation year, and 


(d) the product obtained by multiplying 
(i) the amount referred to in paragraph (c) 
by. 


(ii) the amount, adjusted in such manner as 
may be prescribed and rounded to the nearest 
one-thousandth, or, where the result obtained 
is equidistant from two consecutive one- 
thousandths, to the higher thereof, that is de- 
termined by the formula 


Ay _ 4.03 


B 
where 


A is the Consumer Price Index for the 12 
month period that ended on September 30 
next before that year, and 


B is the Consumer, Price Index for the 12 
month period immediately preceding the 
period mentioned in the description of A. 


Related Provisions: 122.61(5) — Annual adjustment for Child 
Tax Benefit; 257 — Formula cannot calculate to less than zero. 


History: The portion of subsec. 117.1(1) before para. (c) amended 
by 1998, c. 19, s. 21, applicable. to 1997 et seq. except that; in ap- 
plying para. 117.1(1)(b.2) to the 1997 taxation year, the reference in 
that paragraph to “subsections 122.5(3) and 122.51(1) and (2)” shall 
be read as “‘subsection 122.5(3)”.. The portion formerly read: 


117.1 (1) Each of 


(a) the amounts of $5,000 and $6,000 referred to in sub- 
section (2) and paragraphs (a) and (b) of the description 
of B in subsection 118(1), 


(a.1) the amounts expressed in dollars in subsection 
122.5(3), and 


(b) the amounts expressed in dollars in subsection 117(2), 
paragraphs (c) and (d) of the description of B in subsec- 
tion 118(1), subsections 118(2), 118.2(1) and 118.3(1) 
and Part I.2 


shall be adjusted, for each taxation year after 1996 for 
amounts referred to in paragraph (d) of the description of B in 
subsection 118(1), for each taxation year after 1990. for 
amounts referred to in subsection 122.5(3) and for each taxa- 
tion year after 1988 in any other case, so that the amount to 
be used under those provisions for the year is an amount 
equal to the total of 


Subsec. 21(3) of 1998, c. 19 provides that for the purpose of para. 
117.1(1)(c), the amount to be used under cl. (a)(i1)(B)..of the defini- 
tion “preferred beneficiary” in subsec. 108(1), as amended, in rela- 
tion to income for the 1996 taxation year is deemed to be $6,456. 


Para. 117.1(1)(a) amended by 1997, c. 25, subsec. 24(1), to substi- 
tute “paragraphs (a) and (b) of the description of B in subsection 
118(1)” for “paragraphs 118(1)(a) and (b)”, applicable April 25, 
1997 é 


IItndexed by s. 117.1 after 1988. 
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The portion of subsec. 117.1(1) between paras. (b) and (c) amended 
by 1997, c..25, subsec. 24(2), applicable to 1996 et seq. This portion 
formerly read: 


shall be adjusted, for each taxation year after 1990 for 
amounts referred fo in subsection 122.5(3) and for each taxa- 
tion year after 1988 in any other case, so that the amount to 
be used under those provisions for the cal is an amount 
equal to the total of 


Para, 117,1(1)(b) amended by 1996, c. 21, s. 22, applicable to 1996 
et seq. The para. formerly read: 


(b) the amounts expressed in dollars in subsection 117(2), 
paragraphs 118(1)(c) and (d) and subsections 118(2), 
118.2(1), 118.3(1) and 180.2(1) 


Interpretation Bulletins: IT-406R2: Tax payable by an inter 
vivos trust. 


(2) Idem — The amount of $500 referred to in sub- 
paragraphs (a)(ii) and (b)(iv) of the description of B 
in subsection 118(1) shall be adjusted for each taxa- 
tion year after 1988 so that the amount to be used 
under those subparagraphs for the year is the amount 
determined by the formula 


l 


5 ($6,00011 — $5,000!1) 


History: Subsec. 117.1(2) amended by 1997, c. 25, subsec. 24(3); 
to substitute “subparagraphs (a)(ii) and (b)(iv) of the description of 
B in subsection 118(1)” for “subparagraphs 118(1)(a)Gi) and 
(b)(iv)”, applicable April 25, 1997. 


Para. 117.1(1)(b) amended by 1994, c. 7, Sch. VII (1992, c. 48), s. 
7, to delete reference to subsecs. 117(7), 122.2(1) and 164.1(1), ap- 
plicable to 1993 et seq. 


Pre-RSC History: Para. 117.1(1)(a.1) added, and that portion of 
the subsec. between paras. (b) and (c) substituted by-1990, c.45, 
subsecs. 46(1), (2), applicable to.1991 et seg. That portion formerly 
read: 


shall be adjusted for each taxation year after 1988 so that the 
amount to be used thereunder for the year is an amount equal 
to the aggregate of 


Para. 117.1(1)(b) amended by 1990, c. 39, s. 24, to add reference to 
subsec. 180.2(1), applicable to 1990 et seq. 


Subsecs. 117.1(1), (2) substituted for subsecs. (1) to (3) by 1988, c. 
55, s. 91, applicable to 1988 et seq., except that in applying s. 117.1 
to the 1959 taxation year the amount of $200 in subpara. 
122.2(1)(aj(it) shall not be adjusted. Subsecs. 117. 1(1) to (3) for- 
merly read: 


117.1 (1) Annual. adjustment — Each of the following 
amounts, namely, 


(a) the amounts of $1,400 and $550 referred ‘to in’ section 
109 and the amount of $1,600 referred to in that section 
and subsection 117(7), 


(b) the amount ‘of $1,000 referred to in paragraph 
109(1)(h), 


(b.1) the ‘amount. of $2,860 referred to in paragraphs 
110(1)(e) and (e.1), and 


(c) each amount expressed in dollars referred to in sub- 
section 117(5.2), 
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shall be adjusted for each taxation year so that the amount to 
be used-for the year is an amount equal to the aggregate of 


(d) the amount that would, but for subsection (6), be the 
amount to be used for the immediately preceding taxation 
year, and 


(e) the product obtained by multiplying 
(i) the amount referred to in paragraph (d) . 
by 


(ii) the amount, adjusted in such manner as may be 
prescribed and.rounded to the nearest one-thou- 
sandth, that is determined by the formula 


fe = 1:03 


B 
where 


A is the Consumer Price Index for the 12 month 
period that ended on September 30 next before 
that year, and 


Bis the Consumer Price Index for the 12 month 
period immediately preceding the period men- 
tioned in the description of A. 


(1:1) Idem — The amounts of $524 and $23,500 referred to 
in subsection 122.2(1) shall be adjusted for each taxation year 


so that the amount to be used for the year is the aggregate of 


(a) the amount that would, but for subsection (6), be the 
amount to be used for the immediately preceding taxation 
year; and 
(b) the product obtained by multiplying 

(i) the amount referred to in paragraph (a) 
by 

(ii) the amount, adjusted in such manner as may be 


prescribed and rounded to the nearest one-thou- 
sandth, that ‘is determined by the formula 


= — 1.03 


B 
where 


A’ is the Consumer Price Index for the 12 month 
period that ended on September 30 next before 
that year, and 


B_ is the Consumer Price Index for the 12 month 
period immediately preceding the period men- 
tioned in the description of A. 


(2) Idem — The amount of $200 referred to in subparagraphs 
-109(1)(a)(ii) and (b)(iv) as applicable for a taxation year shall 
be adjusted for the year so that the amount to be used for the 
year is the amount by which 


(a) $1,600, as adjusted and rounded under this section for 
. the year, 


exceeds 


(b) $1,400, as adjusted and rounded under this section for 
the year. 


(3) Idem — The amount of $1,050 referred to in paragraph 
109(1)(d) as applicable for a taxation year shall be adjusted 
for the year so that the amount to be used for the year is the 
amount by which 


(a) $1,600, as adjusted and rounded under this section for 
the year, 


exceeds 


(b) $550, as adjusted and rounded under this section for 
the year. 


Para. 117.1(1)(b) substituted, applicable to 1986 et seg.; and para. 
117.1(1)(b.1) added, applicable to 1987 et seq., by 1986, Gaa.S. 
36. Para. 117.1(1)(b) formerly read: 


(b) the amount of $1,000 rata to in paragraph 109(1)(h) 
and in paragraphs 110(1)(e) and (e.2), and 


Para. 117.1(1)(a) and all that portion of subsec.117.1(1) following 
para. (c) substituted by 1986, c. 6, subsecs. 65(1), (2), applicable to 
1986 et seq. Para. 117.1(1)(a) and that portion following para. (c) 
formerly read: 


(a) the amounts of $1,600, $1,400 and $550 referred to in sec- 
tion 109, 


shall be adjusted for each taxation year so thatthe amount to 
be used for the year is an amount sop to the product ob- 
tained by multiplying 


(d) the amount to be adjusted ~ 

by . 
(e) the ratio determined in accordance with the following 
formula, adjusted in such manner as may be prescribed 
and rounded to the nearest one-thousandth or, where the 


ratio is equidistant from two one- thousandths, to. the 
{ar eer thereof: 


" 4 
Ratio to be adjusted and rounded = a x 2.476 | 


where 


A is the Consumer Price Index for the 12 month period 
ending on the 30th day of eenieaers next er the 
year, and 


Bis the Consumer Price Index for the 12 month period 
ending on the 30th day of September, 1983. 


Subsec. 117. Ll.) substituted by. 1986, c. 6, subsec. 65(3), 
applicable 


(a) in respect of the amount of $524, to 1989 et seq. 
(b) in respect of the amount of $23,500, to 1987 et seq. 
Subsec. 117.1(1.1) formerly read: 


(1.1) Idem — The amount of $343 referred to in subsection 
122.2(1) as applicable for a taxation year shall be adjusted for 
the year so that the amount to be used for the year is an 
amount equal to the product obtained by multiplying 


(a) the amount of $343 
by 


(b) the ratio, adjusted in such manner as may be pre- 
scribed and rounded to the nearest’ one-thousandth or, 
where the, ratio is equidistant from two. one-thousandths, 
to the larger thereof, that the Consumer Price Index for 
the 12 month period that ended on the 30th day of Sep- 
tember next before that year bears to the Consumer Price 
Index for the 12 month period that ended on the puit day 
of September, 1982. 


Subsecs. 117.1(2), (3) substituted, (4), (5) repealed, by 1986, c. 6, 
subsecs. 65(4), (5), applicable to 1986 et seg. Subsecs. 117.1(2) to 
(5) formerly. read: 


(2) Idem — The amount of $300 referred to in subparagraphs 
109(1)(a)(i) and (b)(iv) as applicable for a taxation year shall 
be adjusted for the year so that the amount to be ei for the 
year is the amount by which 


(a), the amount resulting from rounding,.as described in 
subsection (6),,the product obtained when $1,600 is mul- 
tiplied by the ratio determined. under paragraph (1)(e) for 
the year, 
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exceeds 


(b) the amount resulting from rounding, as described in 
subsection (6), the product obtained when $1, tals is mul- 
tiplied by the said ratio. 


(3) Idem — The amount of $2,350 referred to in paragraphs 
109(1)(d), (e) and (f) as applicable for a taxation year shall be 
adjusted for the year so that the amount to be used for the 
year is the amount by which the amount resulting from 
rounding, as described in subsection (6), the product obtained 
when $1,600 is multiplied by the ratio determined under para- 
graph (1)(e) for the year exceeds $1,420. 


(4) Idem — The amount of $1,150 referred to in paragraphs 
109(1)(d), (e), (f) and (g) as applicable for a taxation year 
shall be adjusted for the year so that the amount to be used for 
the year is the amount by. which 


(a) the amount resulting from rounding, as described in 
subsection (6), the product obtained when $1,600 is mul- 
tiplied by the ratio determined under paragraph (1)(e) for 
the year 


exceeds 


(b) the amount resulting from rounding, as described in 
subsection (6), the product obtained when $550 is multi- 
plied by the said ratio. 


(5) Idem — The amount of $1,700 referred to in paragraphs 
117(7)(a) and (b) as applicable for a taxation year shall be 
adjusted for the year so that the amount to be used for the 
year is an amount equal to the product obtained by multiply- 
ing $1,600 by the ratio determined under paragraph (1)(e) for 
the year. 


(e), the ratio, adjusted in such manner, as may, be prescribed 
and rounded to the nearest one-thousandth or, where the ratio 
is equidistant from two one-thousandths, to the larger thereof, 
that the Consumer Price Index for the 12 month period that 
ended on the 30th day of September next before that year 
bears to the Consumer Price Index for the 12.month period 
that ended on the 30th day of September, 1972. 


117.1 (1) Annual adjustment — The following amounts as 
applicable for a taxation year, namely, 


(a) the amounts of $1,600, $1,400 and $550. referred to in 
section 109, 


(b) the amount of $300 referred to in paragraphs 
109(1)(d), (e) and (f), 


(c) the amount of $1,000 referred to in paragraph 
109(1)(h) and in paragraphs 110(1)(e) and (e.2), and 


(d) each amount expressed in dollars referred to in sub- 
sections 117(3) to (5.2), 


shall be adjusted annually so that the amount to be used for 
the taxation year is an amount equal to the product obtained 
by multiplying 
(e) the amount that would have been applicable for the 
taxation year if no adjustment had been made under this 
section with respect to that year 
by 
(f) the ratio, adjusted in such manneras may, be. pre- 
scribed and rounded to the nearest one-thousandth. or, 
where the ratio is equidistant from two one-thousandths, 
to the larger thereof, that the Consumer Price Index for 
the 12 month period that ended on the 30th day of Sep- 
tember next before that year bears to the Consumer Price 


Para. 117.1(1)(e) substituted by 1985, c. 45, subsec. 63(1), applica- 
ble to 1985 et seg. That para. formerly read: 


Subsecs. 117.1(1) to (5) substituted by 1984, c. 1, subsec. 60(1), 
applicable to 1984 et seg. Those subsecs. formerly read: 


' Income Tax Act, Part I, Div. E 


~ (1.1) Annual adjustment — The amounts of $200 and 


$18,000 referred to in subsection 122.2(1) as applicable for a 
taxation year shall be adjusted annually so that the amount to 
be used for the taxation year is an amount equal to the prod- 
uct obtained by multiplying 


(a) the amount that would have been applicable for the 
taxation year if no adjustment had been made under this 
section with respect to that year 


by 


(b) the ratio, adjusted in such manner as may be pre- 
scribed and rounded to the nearest one-thousandth or, 
where the ratio is equidistant from two one-thousandths, 
to the larger thereof, that the Consumer Price Index for 
the 12 month period that ended on the 30th day of Sep- 
tember next before that year bears to the Consumer Price 
Index for the 12 month period that ended on the 30th day 
of September, 1977. 


(2) der —- The amount of $300 referred to in subparagraphs 
109(1)(a)Gi) and (b)(iv) as applicable for a taxation year shall 
be adjusted annually so that the amount to be used for the 
taxation year is the amount by which the aggregate of 


(a) the amount resulting from rounding, as described in 
subsection (6), the product obtained when $1,600 is mul- 
tiplied by the ratio determined under paragraph (1) for 
the taxation year, and 


(b) $100 


exceeds the amount resulting from rounding, as described in 
subsection (6), the product obtained when $1,400 is multi- 
plied by the said ratio. 


(3) Idem — The amount of $1,100 referred to in paragraphs 
109(1)(d), (e) and (f)'as applicable for a taxation year shall be 
adjusted annually so that the amount to be used for the taxa- 
tion year is the amount by which the aggregate of 


(a) the amount resulting from rounding, as described in 
subsection (6), the product obtained when $1,600 is mul- 
tiplied by the ratio determined under paragraph (1)(f) for 
the taxation year, and 


(b) $100 


exceeds twice the amount resulting from rounding, as de- 
scribed. in subsection (6), the product obtained when $300 is 
multiplied by the said ratio. 


(4) Idem — The amount of $1,150 referred to in paragraphs 
109(1)(d), (e), (f) and (g) as applicable for a taxation year 
shall be adjusted annually so that the amount to be used for 
the taxation year is the amount by which the aggregate of 


(a) the amount resulting from rounding, as described in 

__ subsection (6), the product obtained when $1,600 is mul- 
tiplied by the ratio determined under paragraph (1)(f) for 
the taxation year, and 


(b) $100 | 


exceeds the amount resulting from rounding, as described in 
subsection (6), the product obtained when $550 is multiplied 
by the said ratio. 


(5) Idem — Each amount expressed in dollars referred to in 
paragraphs 117(7)(a) and (b) as applicable for a taxation year 
shall be adjusted annually so that the amount to be used for 
the taxation year is an amount équal to the aggregate of 
(a) the product obtained by multiplying $1,600 by the ra- 
tio determined under paragraph (1)(f) for the purpose of 
making the adjustment under subsection 4 for the taxa- 
tion year, and 


(b) $100. 


Index for the 12 month period that ended on the 30th day 
of September, 1972. 


Para. 117.1(1)(d) substituted by 1980-81-82-83, c. 140, subsec. 
76(1), applicable to 1982 ef seg. to substitute “subsections 117(3) to 
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(5.2)” for “paragraphs (a) to (m) of subsections 117(3), (4), (5) and 
jut): 


All that portion of subsec. 117.1(5) preceding para. (a) substituted 
by 1980-81-82-83, c. 140, subsec. 76(2), applicable to 1982 er seq., 
to delete reference to para. 118(3)(b). 


Subsec. 117.1(1.1) added by 1978-79, c. 5, subsec. 2(1), applicable 
to 1978 et seq. 


Para. 117.1(1)(d) substituted by 1976-77, c. 10, subsec. 52(4), appli- 
cable to 1977 et seq., to substitute “(5) and (5.1)” for “and (5)”. 


Paras. 117.1(1)(c), (f) substituted by 1976-77, c. 4, subsecs. 48(1), 
(2), applicable to 1976 et seg. Paras. 117.1(1)(c), (f) formerly read: 


(c) the amount of $1,000 referred to in paragraphs 109(1)(h) 
and (i) and in paragraphs 110(1)(e) and (e.1), and 


(f) the ratio that the adjusted Consumer Price Index for the 
twelve-month period ending on the 30th day of September 
next before that year bears to the adjusted Consumer Price 
Index for the twelve-month period ending on the 30th day of 
September, 1972. 


Subsecs: 117.1(2) to (4) substituted by 1976-77, c. 4, subsec. 48(3), 
applicable to 1976 et seg. Those subsecs. formerly read: 


(2) The amount of $300 referred to in subparagraphs 
109(1)(a)(Gi) and (b)(iv) as applicable for a taxation year shall 
be adjusted annually so that the amount to be used for the 
taxation year is the amount by which the aggregate of 


(a) the product obtained by multiplying $1,600 by the ra- 
tio determined under paragraph (1)(f) for the purpose of 
making the adjustment under subsection (1) for the’ taxa- 
tion year, and 


(b) $100 


exceeds the product obtained by mullephying $1,400. by. the 
said ratio. 


(3) The amount of $1, 100 referred to in paragraphs 109(1)(d), 
(e) and (f) as applicable for a taxation year shall be adjusted . 
annually so that the amount to be used for the taxation year is | 
the amount by which the aggregate of 
.(a) the product obtained by multiplying $1,600 ba the ra- 
tio determined under paragraph (1)(f) for the purpose of 
making the adjustment under subsection (1) for the taxa- 
- tion year, and 
(b) $100 


exceeds twice the product obtained by multiplying $300 by 
the said. ratio. 
(4) The amount of $1,150 referred to in paragraphs 109(1)(d), 
(e); (f) and (g) as applicable for a taxation year shall be ad- 
justed annually so that the amount to be used for the taxation 
year is the amount by which the aggregate of 
(a) the product obtained by multiplying $1,600 by the ra- 
tio determined under paragraph (1)(f) for the purpose of 
making the adjustment under subsection (1) for the taxa- 
tion year, and 
(b) $100 


exceeds the product obtained by multiplying $550 by the said 
ratio. 


Para. 117.1(1)(c) substituted by 1974-75-76, c. 26, s. 76, applicable 
to 1975 et seq. Para. 117.1(1)(c) formerly read: 


(c) the amount of $1,000 referred to in paragraph 109(1)(h) 
and in paragraphs 110(1)(e) and (e.1), and 


Interpretation Bulletins: IT-513R: Personal tax credits; IT- 
519R2: Medical expense and disability tax credits and attendant 
care expense deduction. 


(3) Rounding — Where an amount referred to in 
this section, when adjusted as provided in this sec- 
tion, is not a multiple of one dollar, it shall be 


S. 117.1(4)(c) 


rounded to the nearest multiple of one dollar or, 
where it is equidistant from two such consecutive 
multiples, to the higher thereof. 


Pre-RSC History: Subsec. 117.1(3) substituted for former subsec. 
(6) by 1988, c. 55, s. ae epO to 1988 et seg. Former subsec. 
117.1(6) read: 


(6) Rounding of amounts — Where an amount referred to 
in paragraph (1)(c) or the amount of $524 referred to in sub- 
section (1.1) when adjusted as provided in this section is not a 
multiple of one dollar, it shall be rounded to the nearest mul- 
tiple of one dollar or, if it is equidistant from two such multi- 
ples, to the higher thereof, and where any other amount re- 
ferred to in this section is not a multiple of ten dollars when 
so adjusted, it shall be rounded to the nearest multiple of ten 
dollars or, if it is equidistant from two such multiples, to the 
higher thereof. 


Subsec. 117.1(6) amended by 1986, c. 6, subsec. 65(6), applicable 
to 1986 et seg. to substitute heading “Rounding of amounts” for 
“Rounding amounts”, and “the amount of $524 referred to in sub- 
section (1.1) when adjusted as provided in this section is not a mul- 
tiple of one dollar” for “subsection (1.1) is not a cea of one 
dollar when adjusted as provided in this section”. 


Subsec. 117.1(6) amended by: 1985, c..45, subsec. 63(2), to substi- 
tute “Rounding amounts” for “Rounding of. amounts” as the head- 
ing, and a reference to paragraph (1)(c) for one to paragraph (1)(d), 
applicable to 1984 et seq. 

Subsec. 117.1(6) substituted by 1984, °c. 1; subsec. 60(1), applicable 
to 1984 et seg: Subsec. 117.1(6) formerly read: 


(6) Rounding of amounts — Where 


(a) an amount referred to in paragraph (1)(d).or the 
amount of $200 referred to in subsection (1.1) is not a 
multiple of one dollar when adjusted as provided in this 
section, it shall be rounded to the nearest multiple of one 
dollar or, if it is equidistant from two such ‘multiples, to 
the higher thereof; and 


(b) an amount referred to in this section, other than in 
paragraph (1)(d), or the amount of $200 referred to in 
subsection (1.1), is not a multiple of ten dollars when ad- 
justed as provided in this section, it shall be rounded to 
the nearest multiple of ten dollars or, if it is equidistant 
from two such multiples, to the higher thereof. 


Subsec. 117.1(6) substituted by. 1978-79, c. 5, subsec. 2(2), to add 
in paras. (a) and (b) the words “or the amount of $200 referred to in 
subsection (1.1)”, applicable to 1978 et seq. 


Subsec. 117.1(6) substituted by 1976-77, c. 4, subsec. 48(4), appli- 
cable to 1976 et seg. Subsec, 117.1 (6) formerly read: 


(6) In the event that an amount to be used for a taxation year 
by virtue of an adjustment under this section contains a frac- 
tion of a dollar, the amount shall be rounded to the nearest 
whole dollar or, if the result is equidistant from the two whole 
dollars, to the higher thereof. 


(4) Consumer Price Index — In this section, the 
Consumer Price Index for any 12 month period is the 
result arrived at by 


(a) aggregating the Consumer Price Index, as 
published by Statistics Canada under the author- 
ity of the Statistics Act, adjusted in such manner 
as may be prescribed, for each month in that 
period; 

(b) dividing the aggregate obtained under para- 
graph (a) by twelve; and 

(c) rounding the result obtained: under paragraph 
(b) to the nearest one-thousandth or, where the 
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result obtained is equidistant from two consecu- 
tive one-thousandths, to the higher thereof. . 


Pre-RSC History: Subsec. 117.1(4) substituted for former subsec. 
(7) by 1988, c. 55, s. 91, applicable to 1988 et seg. Former subsec. 
117.1(7) read: 


(7) Determination of “Consumer Price Index for a 12 
month period” — In this section, the Consumer Price Index 
for any 12 month period is the result arrived at by 


(a) aggregating the Consumer Price Index, as published 
by Statistics Canada under the authority of the Statistics 
Act, adjusted in such manner as may be prescribed by 
regulation, for each month in that period; 

(b) dividing the aggregate obtained under paragraph (a) 
by twelve; and— 

(c) rounding the result obtained under paragraph (b) to 
the nearest one-thousandth or, if the result obtained is 


equidistant from two one- thousandths, to the higher 
thereof. 


Subsec. 117.1(7) substituted by 1996-77; c. 4, subsec. 48(4), appli- 
cable to 1976 et seg. Subsec. 117.1(7) formerly read: 


(7) Meaning of certain references — In this section, 


(a) a reference to the adjusted Consumer Price Index for 


Income Tax. Act, Part I, Div. E 


riod ending on September 30, 1982, as determined. under 
paragraph (a); and 


(c) for any taxation year ending after 1984, each amount 
shall be adjusted so that the amount to be used for the, 
year is an amount equal to the product obtained. by 

multiplying 


(i) the amount that would, but for subsection. (6); oe 
_. applicable for the 1984 taxation year 
by 
(ii) the ratio, adjusted in such manner as may be pre- 
_ scribed and rounded to the nearest one-thousandth. 
or, where the ratio is equidistant from two one- 
thousandths, to the larger thereof that 


(A) the Consumer Price Index for the 12 month 
period ending on the 30th day of September next 
before the year 


bears to 


(B) the Consumer Price Index for the 12 month 
period ending on. September 30, 1983, deter- 
mined without reference to paragraph (b). 


Subsec. 117,1(7.1) added by .1980-81-82-83, c. 140, subsec. 76(3). 


any period means the Consumer Price Index for that pe- 
riod as adjusted in the manner icc by regulation, 
and 


(8) [Repealed under former Act] 


Pre-RSC History: Subsec. 117.1(8) repealed by 1986, c: 6, sub- 
sec. 65(7), applicable to 1986 et seg. Subsec. 117.1(8) formerly 


read: 


(b) a reference to the Consumer Price Index for any 
twelve-month period means the average of the Consumer 
Price Index for Canada, as published by Statistics Canada 
under the authority of the Statistics gh for each month 
in that twelve-month period. ° 


(5)-(7.1) [Repealed under former Act] | 


Pre-RSC History: Subsec. 117.1(7.1) repealed by 1985, c. 45, 
subsec. 63(3), applicable to 1985 ef seg. Subsec. 117.1(7.1) for- 
merly read: 


(7.1) Annual adjustment of amounts expressed in dol- 
lars — Notwithstanding subsections (1) and (7), for the pur- 
pose of making the annual adjustment of amounts expressed 
in dollars as required by this section (other than subsection 
(1.1)), the following rules apply: 


(a) the Consumer Price Index for the 12 month period 
ending on September 30, 1982 shall be deemed to be 


(8) Limitation — In the event that the ratio determined under 
paragraph (1)(e) or (1.1)(b) for a taxation year is less than the 
ratio determined under that paragraph for the purpose of mak- 
ing the adjustment for the immediately preceding taxation 
year, the ratio for the taxation year shall be deemed to be that 
determined for the immediately preceding taxation year. 


Subsec. 117.1(8) substituted by 1984, c. 1, subsec. 60(2) to substi- 
tute “para. (1)(e)” for “para. (1)(f)”’, applicable to 1984 et seq. 


Subsec. 117.1(8) substituted by 1978-79, c. 5, subsec. 2(3), applica- 
ble to 1979 et seg. Subsec. 117.1(8) formerly read: 


(8) In the event that the ratio determined under paragraph 
(1)(f) for a taxation year commencing after 1974 is less than 
the ratio determined under that paragraph for the purpose of 
making the adjustment for the immediately preceding taxa- 
tion year, the ratio for the taxation year shall be deemed to be 
that determined for the immediately preceding taxation year. 


106% of the Consumer Price Index for the immediately 
preceding 12 month period; 


(b) the Consumer Price Index for the 12 month period 


ending on September 30, 1983 shall be deemed to be 
105% of the Consumer Price Index for the 12°month pe- 


dex” 


INDEXED PERSONAL TAX CREDITS 


1988 
Indexing factor from previous year n/a ~ 
118(1)B(c): basic personal credit $1,020 
118(1)B(a), (b): married/equivalent-to-married 850 
— income limit 500 
118(1)B(d): dependent child under 18, each of first 66 
two (pre-1993). 
— for each additional such dependant (pre-1993) 132 
118(1)B(d): infirm age 18 or over 250 
income limit 2,500 
118(2): age 65 or older (low-income only, since 550 
1994) 
118(3): maximum pension credit 170 
118.3(1): disability credit 550° 
118.2(1): medical expense credit — income ‘thresh- 1,500 


old 


—117.1(4); “prescribed”, “regulation” 
year” — 249. 


Pre-RSC History [s. 117.1]: S. 117.1 and heading added by 
1973-74, c. 30; s. 15, applicable to 1974 et seq. 


Definitions [s. 117.1]: “amount” — 248(1); “Consumer Price In- 


— 248(1); “taxation 


1996-1998* 


1989 1990 1991 1992-1995 
1.011 1.017 1.018 1.028 n/a 
$1,031 $1,049 $1,068 $1,098 $1,098 
859 874 890 915 915 
506 514 524 538 538 
67 68 69 71 (1992) . 

133 136 138 142 (1992) — 

253 257 262 269 400 
2,528 2,570 2,617 2,690 4,103 
556 566 576 592 592 
170 170 170 170 170 
556 566 700 720 720 
1,517 1,542 1,570 1,614 1,614 
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INDEXED PERSONAL TAX CREDITS 
1988 1989 1990 1991 1992-1995  1996-1998* 

122.2, 122.61: child tax credit/Child Tax Benefit 559 565 575 585 601 601 
(per eligible child) 
— additional amount for each child under 7 100 200 203 207 ZS 213 
— family income threshold 24,090 24,355 24,769 PS PM Ibe) 25,921 25,921 
117(7): notch provision (after 1992, see 118.2(1)D) 6,000 6,066 6,169 6,280 — 6,456 6,456 
180.2(1): OAS/family allowance clawback — in- 50,000 50,850 51,765 §3:215 99/215 
come threshold - 
180.2(4): OAS monthly grind-down 665 665 


*Subject to change in the February 1998 budget 


_ INDEXED FEDERAL TAX RATES FOR INDIVIDUALS 


1988 Income Tax Rate Schedule 
Taxable Income Tax 
$27,500 or less 17% 
In Excess of 


$27,500 $ 4,675 + 26% on next 
$27,500 
55,000 $11,825 + 29% on remain- 
‘. der 


1989 Income Tax Rate Schedule 
Taxable Income Tax 
$27,803 or less 17% 
In Excess of 


$27,803 $ 4,726 + 26% on next 
$27,802 : 

55,605 $11,955 + 29% on remain- 
der 


1990 Income Tax Rate Schedule 
Taxable Income Tax 
$28,275 or less 17% 
In Excess of 


$28,275 $ 4.807 + 26% on next 
$28,275 
56,550 $12,158 + 29% on remain- 
der 


1991 Income Tax Rate Schedule 
Taxable Income Tax 
$28,784 or less 17% 
In Excess of 


$28,784 $ 4,893 + 26% on next 
$28,784 

57,568 $12,377 + 29% on remain- 
der 


1992-1998 Income Tax Rate Schedule 
Taxable Income Tax 
$29,590 or less 17% 
In Excess of 


$29,590 $ 5,030 + 26% on next 
$29,590 
59,180 $12,724 + 29% on remain- 
_ der 
Notes: 
See s. 180.1 regarding surtax and Division E.1 regarding mini- 
mum tax. 


118. (1) Personal credits — For the purpose of 
computing the tax payable under this Part by an indi- 


IlIndexed by s. 117.1 after 1988. 


vidual for a taxation year, there may be deducted an 
amount determined by the formula 


AXB 
where 
A is the appropriate percentage for the year, and 
B 1s the total of, 


(a) married status — in the case of an indi- 
vidual who at any time in the year is a married 
person who supports the individual’s spouse 
and is not living separate and apart from the 
spouse by reason of a breakdown of their mar- 
riage, an amount equal to the total of 


(i) $6,000!!, and 
(ii) an amount determined by the formula 


$5,000!! — (C ~ $500!1) 
where 


C. is the greater of $500!! and the income 
of the individual’s spouse for the year 
or, where the individual and the indi- 
vidual’s spouse are living separate and 
apart at the end of the year by reason of 
a breakdown of their marriage, the 
spouse’s income for the year while 
married and not so separated, 


Related Provisions: 82(3) — Optional inclusion into income of 
dividends received by spouse; 117.1(1) — Indexing for inflation; 
118(4) — Limitations; 118(5)— Alimony and maintenance; 
118.95(b) — Application in year individual becomes bankrupt; 
252(4)(a) — Extended meaning of “spouse”. See additional Related 
provisions and Definitions at end of s. 118. 


History: The opening words of para. (a) of the description of B in 
subsec. 118(1) amended by 1997, c. 25, subsec. 25(2), applicable to 
1997 et seq. The opening words formerly read: 

(a) in the case of an individual who at any time in the year is 

a married person who supports the individual’s spouse, an 

amount equal to the total of 


Pre-RSC History: See at end of s. 118. See also former para. 
109(1)(a), s.0117.1. 
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Interpretation Bulletins: IT-295R4: Taxable dividends received 
after 1987 by a spouse; IT-513R: Personal tax credits. © 


Forms: T1E-NR: Declaration of support of non-resident dependent 
spouse and children; Tl Sched. 6: Amounts for infirm dependants 
age 18-or older. 


(b) wholly dependent person 
[“equivalent to spouse” credit] — in the 
case of an individual who does not.claim a de- 
duction for the year because of paragraph (a) 
and who, at any time in the year, 


(i) is an unmarried person or a married per- 
son who neither supported nor lived with 
the married person’s spouse and is Snot aukeis 
ported bythe spouse, and 


(11) whether alone or jointly with one or 
more other persons, maintains a self-con- 
tained domestic establishment (in which 


the mdividual lives) and actually supports. 


in that establishment a person who, at that 
time, is 
- (A) except in the case of a child of the 
individual, resident in Canada, 
(B). wholly dependent for support on 
the individual, or the individual and the 
;, other person or persons, as the case 
may be, 
_(C) related to the anceracay and 
(D) except in the case of a parent or 
grandparent of the individual, either 
under 18 years of age or so dependent 
by reason of mental or physical 
infirmity, 
an amount equal to the total of 
(iii) $6, 00011, and 


(iv) an amount determined: by fhe formula 


$5, 00011 —(D=- ai 
where 


D. is the greater of $5001! and the income 
for the year of the dependent person, 


Related Provisions: 117.1(1)—Indexing for inflation; 
118(4) — Limitations; 118(5)— Alimony and. maintenance; 
118.3(2) — Dependant having impairment; 118.95(b) — Applica- 
tion in year individual becomes bankrupt; 252(4) — Extended 
meaning of “spouse”. See additional Related provisions and Defini- 
tions at end of s. 118. 


History: The opening words of para. (b) of the deseription of B in 
subsec. 118(1) amended by 1997, c..25, subsec. 25(3), applicable to 
1997 et seq. Those words formerly read: 


(b) in the case of an individual not entitled toa deduction by 
reason of paragraph (a) who, at any time in the year, 


Iltndexed by s. 117.1 after 1988. 


-Pre-RSC History: See at end of s. 118. See also former para. 
109(1)(b), s. 117.1. 


Interpretation Bulletins: IT-513R: Personal tax credits: . 

Forms: T1 Sched. 5: Equivalent-to-spouse amount. 
(c) single status — except in the case of an 
individual entitled to a deduction by reason of 
paragraph (a) or (b), $6,000!!, 
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Related Provisions: 
118.95(6) — Application in year individual becomes bankrupt; 
122(1.1) — Credits not permitted to trust. 


117.1(1) — Indexing for inflation; 


History: Para. (c) of the description of B in subsec. 118(1) 
amended by 1997, c. 25, subsec. 25(4), by striking out the word 
“and” at the end, applicable to 1996 et seq. 


Pre-RSC History: See at end of s. 118. See also former para. 
1O9(1)(b), §,11731. : 


Interpretation Bulletins: IT-500R: RRSPs — death of an annui- 
tant; IT-513R: Personal tax credits. 


(d) dependants — for each dependant of 
the individual for the year who 


(i) attained the age of 18 years before the 
end of the year, and 


(ii) was dependent on the individual be- 
cause of mental or physical infirmity, 


the amount determined by the formula 


$6,45612 —E 


I Indexed by s. 117.1 after 1988. 


12tndexed by s. 117.1 after 1996. 


S. 118(1) 


where 


E is the greater of $4,103!2 and the income 
for the year of the dependant, and 

Related Provisions: 108(1)“preferred beneficiary”(a)(ii)(A) — 
infirm dependant can be a preferred beneficiary of trust; 117.1(1) — 
Indexing for inflation; 118(1)B(e) — Credit for infirm dependant 
who also qualifies for equivalent-to-spouse credit; 118(4) — Limi- 
tations; 118(6) — Definition of dependant; 118.3(2) — Dependant 
having impairment; 118.92 — Ordering of credits; 118.95(b) — 
Application in year individual becomes bankrupt. See additional 
Related provisions and Definitions at end of s. 118. 


History: The closing words of para. (d) of the description of B in 
subsec. 118(1) amended by 1997, c. 25, subsec. 25(35), applicable to 
1996 et seq. Those words formerly read: 


an amount determined by the formula 


$1,471!1 _ (& — $2,500!) 
where 


Eis the greater of $2,500!! and the income for the year of 
the dependant. 


Para. (d) of the description of B in subsec. 118(1) substituted by 
1994, c. 7, Sch. VII (1992, c. 48), subsec. 8(1), applicable to 1993 et 
seq. Para. (d) formerly read: 


(d) for each dependant of the individual for the year, an 
amount equal to 


(i) if the dependant was. under the age of 18 years at any 
time in the year, an amount determined by the formula 


$388!1 _ (me ~ $2,500! 1) 
where 


Eis the greater of $2,500! 1 and the income for the 
year of the dependant, 


except that where the individual has more than 2 such 
Sees for the year, the reference to the amount 
“$388! 1» in the formula under this subparagraph shall, in 
respect of all but 2 of those dependants, be read as twice 
that amount, and 


(ii) in the case of a person dependent on the individual by 
reason of mental or physical infirmity and to whom sub- 
paragraph (i) does not apply, an amount determined by 
the formula 


~ $L471!! — @— $2,500!) 
where 


F.. is the greater of $2,500!! and the income for the 
year of the dependant. 


(For earlier history see at end of s. 118. See also former para. 
109(1)(d), s. 117.1.) 


(e) infirm dependant — in the case of an 
individual entitled to a deduction in respect of 
a person because of paragraph (b) and who 
would also be entitled, but for paragraph 

- (4)(c), to a deduction because of paragraph (d) 
in respect of the same person, the amount by 
which the amount that would be determined 
under paragraph (d) in respect of the person 
exceeds the amount determined under para- 
graph (b) in respect of the person. 
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Related Provisions: 118(6)— Definition of dependant; 
118.92 — Ordering of credits; 118.95(b) — Application in year in- 
dividual becomes bankrupt. 


History: Para. (e) added to the description of B in subsec. 118(1) 
by 1997, c. 25, subsec. 25(6), applicable to 1996 et, seq. 


Interpretation Bulletins: IT-513R: Personal tax credits. 


Information Circulars: 92-3: Guidelines for refunds beyond the 
normal three year period. 


(2) Age credit — For the purpose of computing the 
tax payable under this Part for a taxation year by an 
individual who, before the end of the year, has at- 
tained the age of 65 years, there may be deducted the 
amount determined by the formula 


A x ($3,236!! — B) - 
where a : a 
A is the appropriate percentage for the year; and 


Bis 15% of the amount, if any, by. which the indi- 
vidual’s income for the year would exceed 
$25,92113 if no amount were included in respect 
of a gain from a disposition of property to which 
section 79 applies in computing that income. 


Related Provisions: 117.1(1) — Indexing for inflation; 118.8 — 
Transfer of unused credits to spouse; 118.92 — Ordering of credits; 
118.95(b) — Application in year individual becomes bankrupt; 
180.2 — “Clawback” tax and withholding of old age security bene- 
fits. See additional Related provisions and Definitions at end of s. 
118. 


History: The description of B in subsec. 118(2) amended by 1998, 
c. 19, s. 134, applicable to 1994 et seq. except that, notwithstanding 
s. 117.1, the value of B in subsec. 118(2) shall, for the 1994 taxation 
year, be determined as the lesser of $1,741 and 7.5% of the amount, 
if any, by which the individual’s income for the year would exceed 
$25,921 if no amount were included in respect of a gain from a dis- 


I Indexed by s. 117.1 after 1988. 


I3tndexed by s. 117.1 after 1995. 
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position of property to which s. 79: applies in weeianiasre that in- | 


come. The description formerly. read: 


B . is 15% of the amount, if any, by which the individual’s 
income. for the year exceeds $25,921 13 


Subsec. 118(2) amended by 1995, c. 3, s. 33, applicable to 1994 et 


seq. except that, notwithstanding s. 117.1, the value-of B in subsec. — 


118(2) shall, for the 1994 taxation year, be determined as the lesser 

of $1,741 and 7.5% of the amount, if any, by which the individual’s 

income for the year exceeds $25,921. Subsec. (2) formerly: read: 
(2) Age credit — For the purpose of computing the tax paya- 
ble under this Part for a taxation year by an. individual who, 
before the end of the year, has attained the age of 65 years, 
there may be deducted an amount determined by the formula 


AS. 49 556i 
where 
‘A _ is the appropriate percentage for the year. 


Pre-RSC History: See at end of s. 118. See also former para. 
109(1)(h), s. 117.1. 

Selected Cases: Peter v. R., 
(Treaty-protected income not included in calculation). 
Interpretation Bulletins: IT-513R: Personal tax credits. 


Information Circulars: 92-3: Guidelines for refunds beyond the 
normal three year period. 


(3) Pension credit — For the purpose of comput- 
ing the tax payable under this Part by an individual 
for a taxation year, there may be deducted an amount 
determined by the formula 


A XB 
where 
A is the appropriate percentage. for the year; and 
B. is the lesser of $1,000!4 and 


(a) where the individual has attained the age 
of 65 years before the end of the year, the 
pension income received by the individual in 
the year, and 


(b) where the individual has not attained the 
age of 65 years before the end of the year, the 
qualified pension income received by the indi- 
vidual in the year. 


IIindexed by s. 117.1 after 1988. 
\3indexed by s. 117.1 after 1995. 


14Not indexed for inflation. 
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Related Provisions: 60(j.2) — Rollover of ‘pension income to 
spouse’ s. RRSP before 1995; 104(27) — Deemed i Hagome of benefi- 
ciary; 118(7), (8) — Meaning of “pension income” and “qualified 


pension income”, 118.8 — Transfer of unused credits to spouse; 
118.92 — Ordering of credits; 118.93 — Separate returns; 
118.95(a) — Application in year individual becomes bankrupt; 


_122(1.1) — Credits not permitted to trust. See additional Related 
provisions and Definitions at end of s, 118. 


History: Subsec. 118(3) amended by 1994, c. 7, Sch. VII (1993, c. 
24), subsec. 52(1), applicable to 1992 et seg. Subsec. (3) formerly 
read: 


(3) Pension credit — For the purpose of computing the tax 
payable under this Part by an panyicaal for a taxation year, 
there may be deducted, 


‘(a) where the individual has attained the age of 65 years 
before the end of the year, an amount determined by the 
formula - 


; AXB 
where 
A. 1s the appropriate percentage for the year, and 


B.. is the lesser of $1,000! and the pension income re- 
ceived by the individual in the year; and 


(b) where the individual (other than: an individual: re- 
ferred to in paragraph (a)) has before the end of the year 


(i) attained the age of 60 years, 
(ii) received a disability pension or survivor’s pen- 
sion under the Canada Pension Plan or under a pro- 


vincial pension plan as defined in section 3 of that 
Act, or 


(iii) not attained the age of 60 years, and has not de- 
ducted in computing the individual’s income for the 
year an amount under paragraph 60(j), (other than in 
respect of an amount included in computing the indi- 
vidual’s income pursuant to subsection 147(10), 
which amount was received in satisfaction of all the 
individual’s rights and entitlements under a deferred 
profit sharing plan), 


an amount determined by the formula 


AxXB 
where 
A ‘is the appropriate percentage for the year, and 


B is the lesser of $1,000!4 and the qualified pension 
income received by the individual in the year. 
Pre-RSC History: For special version of subpara. 118(3)(b)(iii) 
for the 1988 taxation year, see “History” at the end of s. 118. For 
earlier history, see former s. !10.2. 
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Selected Cases [subsec. 118(3)]: Whalen v. Canada, [1995] | 
C.T.C. 2339 (TCC) (Payments from RRIF to persons under 65 do 
not give rise to entitlement to pension credit). 


interpretation Bulletins: IT-SOOR: RRSPs — death of an annui- 
tant; IT-517R: Pension tax credit. 


Information Circulars: 92-3: Guidelines for refunds beyond the 
normal three year period. 


Forms: T212: Pension income allocations/designations. 


(4) Limitations re subsec. (1) — For the pur- 
poses of subsection (1), the following rules apply: 


(a) no amount may be deducted under subsection 
(1) because of paragraphs (a) and (b) of the 
description of B in subsection (1). by an individ- 

-ual in a taxation year for more than one other 
person; 


(b) not more than one individual is entitled to a 
deduction under subsection (1) because of para- 
graph (b) of the description of B in subsection (1) 
for a taxation year in respect of the same person 
or the same domestic establishment and where 
two or more individuals otherwise entitled to 
such a deduction fail to agree as to the individual 
by whom the deduction may be made, no such 
deduction for the year shall be allowed to either 
or any of them; 


(c) where an individual is entitled to a deduction 
under subsection (1) because of paragraph (b) of 
the description of B in subsection (1) for any per- 
son described therein, the person shall be deemed 
not to be a dependant for the year for the pur- 
poses of paragraph (1)(d); and 


(d) [Repealed] 


(e) where more than one individual is, in respect 
of a taxation year, entitled to deduct an amount 
under subsection (1).because of paragraph (d) of 
the description of B in subsection (1) for the 
same dependant, the total of. all amounts so de- 
ductible for the year shall not exceed the maxi- 
mum amount that would be deductible by reason 
of that paragraph for the year by any one of those 
individuals for that dependant if that individual 
were the only individual, entitled to deduct an 
amount for the year by reason of that paragraph 
for that dependant and, where the individuals 
cannot agree as to what portion of the amount 
each can so deduct, the Minister may fix the 
portions. 


Related Provisions: 118(6) — Definition of “dependant”. 


History: Subsec, 118(4) amended by 1997, ¢.:25, subsec. 25(7), by 
substituting 


(a) in para. (a), “because of paragraphs ‘(a) and .(b) of ‘the 
description of B in subsection (1)” for “by reason of paragraphs 
(1)(a) and (b)”, 


(b) in paras. (b) and (c), “because of paragraph (b) of the 
description of B in subsection (1)” for “by reason of paragraph 
(1)(b)”, and 

(c) in para. (e), “because of paragraph (d) of the description of 
B in subsection (1)” for “by reason of paragraph (1)(d)”, 


applicable April 25, 1997. 
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Para.:118(4)(d) repealed by 1994, c. 7, Sch. VIE (1992, c. 48), sub- 
sec. 8(2), applicable to 1993 et seg. Para. (d) formerly read: - 


(d) no amount may be deducted under subsection (1) by rea- 
son of paragraph (1)(d) by an individual for a taxation year 
for a person in respect of whom an allowance referred to in 
subsection 56(5) has been paid in the year, except to the ex- 
tent of the proportion of the allowance paid in the year in re- 
spect of the person that has been included in computing the 
individual’s income for the year; and 


For earlier history see former subsecs. 109(2), (5). 


Interpretation Bulletins: [T-513R: Personal tax credits. 


(5) Support — No amount may be deducted under 
subsection (1) in computing an individual’s tax pay- 
able under this Part for a taxation year in respect of a 
person where the individual is required to pay a sup- 
port amount (as defined in subsection 56.1(4)) to the 
individual’s spouse or former spouse in respect of 
the person and the individual 


(a) lives separate and apart from the spouse or 
former spouse throughout the year because of the 
breakdown of their marriage; or 


(b) claims a deduction for the year because of 
section 60 in respect of a support amount paid_to 
the spouse or former spouse. 


Related Provisions: 252(4) — Extended meaning of “spouse”. 


History: Subsec. 118(5) amended by 1997, c..25, subsec. 25(8), 
applicable to 1997 et seq. Subsec. (5) formerly read: 


(5) Alimony and maintenance — Where an individual in 
computing the individual’s income for a taxation year is enti- 
tled to a deduction under paragraph 60(b), (c) or (c.1) in re- 
spect of a payment for the maintenance of a spouse or child, 
the spouse or child shall, for the purposes of this section 
(other than the definition “qualified pension income” in sub- 
section (7)) be deemed not to be the spouse or child of the 
individual. 

Pre-RSC History: See at end of s. 118. See also former subsec. 

109(4). 


Selected Cases [subsec. 118(5)]: Paustian v. Canada, [1995] 
1 C.T.C. 2395 (TCC) -(Entitlement to deduction under para. 60(b) 
disqualifies deduction under s. 118): 


Interpretation Bulletins: IT-118R3: suai and maintenance; 
IT-513R: Personal tax credits. 


Information Circulars: 92-3: Guidelines for sofas pase the 
normal three year period. 


(6) Definition of “dependant” — For the pur- 
poses of paragraphs (d) and (e) of the description of 
B in subsection (1) and paragraph (4)(e), “depen- 
dant” of an individual for a taxation year means a 
person who at any time in the year is dependent on 
te individual for support and is : 


(a) the child or grandchild of the individual or “of 
the individual’s spouse; or 


(b) the parent, grandparent, brother, sister, uncle, 
aunt, niece or nephew, if resident in Canada at 
any time in the year, of the individual or of the 
individual’s spouse. 


Related Provisions: 118(5) — Meaning of “spouse” and. “child” 
where alimony or maintenance being paid; 252(4) — Extended 
meaning of “spouse”. 
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History: The opening words of subsec. 118(6) amended by 1997, c. 
25, subsec. 25(9), applicable to 1996 et seg. Those words formerly 
read: 
(6) For the purposes of paragraphs (1)(d) and (4)(e), “depen- 
dant” of an individual for a taxation year means a person who 
at any time in the year is dependent on the individual for sup- 
port and is 


Pre-RSC History: See at end of s. 118. See also former subsec. 
109(6). 
Interpretation Bulletins: IT-513R: Personal tax credits. 


(7) Definitions — Subject to subsection (8), for the 
purposes of subsection (3), 


“pension income” received by an individual in a 
taxation year means the total of 


(a) the total of all amounts each of which is an 
amount included in computing the individual’s 
income for the year that is 


(i) a payment in respect of a life annuity out of 
or under a superannuation or pension plan, 


(ii) an annuity payment under a registered re- 
tirement savings plan, under an “amended 
plan” as referred to in subsection 146(12) or 
under an annuity in respect of which an 
amount is included in computing the individ- 
ual’s income by reason of paragraph 
56(1)(d.2), 


(iii) a payment out of or under a registered re- 
tirement income fund or under an “amended 
fund” as referred to in subsection 146.3(11), 


(iv) an annuity payment. under a deferred 
profit sharing plan or under a “revoked plan” 
_ as referred to in subsection 147(15), 


(v) a payment described in subparagraph 
147(2)(k)(v), or 


(vi) the amount by which an annuity payment 
included in computing the individual’s in- 
come for the year by reason of paragraph 
56(1)(d) exceeds the capital element of that 
payment as determined or established under 
paragraph 60(a), and 


(b) the total of all amounts each of which is an 
amount included in computing the individual’s 
income for the year by reason of section 12.2 of 
this Act or paragraph 56(1)(d.1) of the /ncome 
Tax Act, chapter 148 of the Revised Statutes of 
Canada, 1952; 


1.T. Application Rules: 69 (meaning of “Jncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952’). 


“qualified pension income” received by an individ- 
ual in a taxation year means the total of all amounts 
each of which is an amount included in computing 
the individual’s income for the year and described in 


(a) subparagraph (a)(i) of the definition “pension 
income” in this subsection, or 

(b) any of subparagraphs (a)(ii) to (vi) or para- 
graph (b) of the definition “pension income” in 


S. 118(8) 


this subsection received by the individual’ as a 
consequence of the death of a spouse of the 
individual. 


Related Provisions: 104(27) — Deemed income of beneficiary; 
118(5)— Alimony and maintenance; 118(8) — Limitations; 
118.7 — Credit for UI/EI premium and CPP contribution; 248(8) — 
Occurrences as a consequence of death; 252(4) — Extended mean- 
ing of “spouse”. See additional Related provisions and Definitions 
at end of s. 118. 


History: Para. (b) of “qualified pension income” amended by 1994, 
c. 7, Sch. VIII (1993, c. 24), subsec. 52(2), applicable after 1992. 
Para. (b) formerly read: 


(b) any of subparagraphs (a)(ii) to (vi) or paragraph (b) of the 
definition “pension income”. in this subsection received by 
the individual as a consequence of the death of the spouse 
(within the meaning assigned by subsection 146(1.1)) of the 
individual. 


Pre-RSC History: Para. (b) of “qualified pension income” 
amended by 1990, c. 35, s. 10, to substitute “the spouse (within the 
meaning assigned by subsection 146(1.1)) of the individual” for 
“the individual’s spouse”, applicable to 1988 et seg. 


Also, see at end of s. 118. For pre-1988 history, see former subsec. 
110.2(3). 


Interpretation Bulletins: IT-S00R: RRSPS — death of an annui- 
tant; IT-517R: Pension tax credit. 


(8) Interpretation — For the purposes of subsec- 
tion (3), “pension income” and “qualified pension in- 
come” received by an individual do not include any 
amount that is 


(a) the amount of a pension or supplement under 
the Old Age Security Act or of any similar pay- 
ment under a law of a province; 


(b) the amount of a benefit under the Canada 
Pension Plan or under a provincial pension plan 
as defined in section 3 of that Act; 


(c) a death benefit; 
(d) the amount, if any, by which 


(i) an amount required to be included in com- 
puting the individual’s income for the year 


exceeds 


(ii) the amount, if any, by which the amount 
referred to in subparagraph (i) exceeds the to- 
tal of all amounts deducted by the individual 
for the year in respect of that amount; or 


(e) a payment received out of or under a salary 
deferral arrangement, a retirement compensation 
arrangement, an employee benefit plan, an em- 
ployee trust or a prescribed provincial pension 
plan. 


Regulations: 7800(1) (prescribed provincial pension plan). 


Related Provisions: 118.91 — Individual resident in Canada for 
part of the year; 118.92 — Ordering of credits; 118.93 — Credits in 
separate returns; 118.94 — Tax payable by non-resident individual. 


Pre-RSC History: See at end of s. 118. 


Interpretation Bulletins: IT-517R: Pension tax credit. 
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Pre-RSC History [s. 118]: S. 118 added by 1988, 1c» 55,:s: 92, 
applicable to 1988 et seg. except-that for. the..1988 taxation year, 
subpara. 118(3)(b)(iii) shall be read as follows: 


(iii) not attained the age of 60 years and, in computing his 
income for the year, has deducted no amount under paragraph 
60(j) other than an amount 


(A) in respect of an amount included in computing his 
income pursuant.to subsection 147(10). and. received in 
satisfaction of his rights and entitlements. under a de- 
ferred profit sharing plan, or 


(B) in respect of an amount received out of or under a 
registered pension plan where the amount so received . 
may reasonably be considered to be 


(I) the refund of all or part of the aggregate of all 
amounts each of which was an additional voluntary 
contribution made by him before October 9, 1986 to 
a registered pension plan for his benefit in ee of 
services rendered by him, or 


(Il) interest on the refund, 


Definitions [s. 118]: “amount”, “annuity”, “appropriate percent- 
age” — 248(1); “aunt” — 252(2)(e); “brother”? — 25270) Can- 
ada” — 255; “child” — 118(5), 252(1); “death benefit” — 248(1); 
“deferred profit sharing plan” — 147(1),:248(1); “dependant” — 
118(5), (6); “employee benefit plan” — 248(1); “grandparent” — 
252(2); “individual” — 248(1); CL iio 252(4)(b); “mar- 
ried” — 252(4)(c); “Minister” — 248(1); ci oat “niece” — 
252(2)(g); “parent” — 252(2); “pension income” — 118(7), (8); 
“person”, “prescribed” — 248(1); “province” — Interpretation Act 
35(1); “qualified pension income” — 118(7), (8); “received” — 
248(7); “registered retirement income: fund” — 146.3(1), 248(1); 
“registered retirement savings plan” — 146(1), 248(1); “related” 
251(2); “resident in Canada” — 250; “salary deferral arrangement’, 
“self-contained domestic establishment” — 248(1); “sister” — 
252(2); “spouse” — 118(5); 252(4)(a); “tax payable” — 248(2); 
“taxation: year’ — 249; “uncle” — 252(2)(f);. “unmarried” — 
252(4)(d). 


Interpretation Bulletins [s. 118]: IT-83R3: Non-profit organiza- 
tions — Taxation of income from property; IT-171R2: Non-resident 
individuals — computation of taxable income earned in Canada and 
non-refundable tax credits; IT-326R3: Returns of deceased persons 
as “another person”; IT-393R2: Election re tax on rents and timber 
royalties — non-residents; IT-495R2: Child care expenses; IT- 
516R2: Tuition tax credit; IT-519R2: Medical expense and disabil- 
ity tax credits and attendant care expense deduction. 


Information Circulars [s. 118]: 92-3: Guidelines for refunds 
beyond the normal three year period. . 


Forms [s. 118]: T765: Summary of tax calculations; T767: In- 
come and deductions. 


Pre-RSC History [former s. 118]: Formers. 118 repealed by 
1980-81-82-83, c. 140, s. 77, applicable to the 1982. and subsequent 
taxation years..That section formerly read: 


118. (1) General averaging — Notwithstanding section 117, 
where, in the case of an individual who was resident in Can- 
ada throughout the taxation year immediately preceding a 
particular taxation year (which particular taxation year is 
hereafter in this section referred to as the “year of averag- 
ing’), any excess remains when 


(a) the greater of 110% of his income for the immediately 
preceding taxation year and 120% of the quotient ob-. 
tained when 


(i) the aggregate of all amounts each ‘of which is the 
individual’s income for a taxation year in the period ° 
of such of the consecutive taxation years (not ex- 
ceeding 4) immediately preceding the year, of ayerag- 
ing as were years throughout which he was resident 
in Canada 
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is divided by: 
(ii) the number of years in the period described in 
subparagraph (i) 
is deducted from 
(b) the individual's income for the year of averaging, 


(which excess is hereafter in this subsection referred to as the 
“averaging excess’’), the tax payable by the individual under 
this Part upon his amount taxable for the year of averaging is 
the aggregate of 


(c) the amount that would be determined under section 
117 for the individual for the year of averaging if his 
amount taxable for the year were the remainder, if any, 
obtained when the averaging excess is deducted from the 
_individual’s amount taxable for the year computed. with- 
“out regard to this subsection, and 


(d) 5 times the amount, if any, by which 


(i) the amount that would be determined under sec- 
tion 117 for the individual for the year of averaging 
if his amount taxable for the year of averaging were 
the aggregate, of the remainder described in para- 
graph (c) and an amount equal to '/s of the lesser of 
the averaging excess and the individual’s amount 
taxable for the year of averaging 


cabeeds 
(ii) the amount determined under paragraph ¢s): 


ee Non-resident individuals — Notwithstanding section 
117, where, in the ‘case of an individual who 


(a) at no time during a taxation year (in this section re- 
ferred to as the “year of averaging”) and the immediately 
preceding taxation year was resident in Canada, and 


(b), in each of those years, performed the duties of one or 
more.offices or employments in Canada or carried on one 
or more businesses in Canada, 


any excess remains after 


(c) the greater of 110% of his income for the immediately 
preceding taxation year and 120% of the quotient ob- 
tained when 


(i) the aggregate of all amounts each of which is the 
individual’s income for a taxation year in the period 
of such ‘of the consecutive taxation years (not ex- 
ceeding 4) immediately Brean the year of averag- 
‘Ing as were years 


(A) throughout which he was not resident in 
‘Canada, and 


(B) for which he has filed a return of income 
under. this Part 


is divided by 
(ii) the number of years in the obsiod described in 
subparagraph (i), 
is deducted from 
(d) the individual’s income for the year of averaging, 
(which excess is hereafter in this subsection referred to as the 
“averaging excess’), the tax payable by the individual under 
this Part for the year of averaging is the aggregate of 
(e) the amount that would be determined under section 
117 for the individual for the year of averaging if his 
amount taxable for the year were the remainder, if any, 
obtained when the averaging excess is deducted from the 


individual’s amount taxable for the year computed ae 
out regard to this subsection, and 


(f) 5 times the amount, if any, by oe 


(i) the amount that would be determined under sec- 
tion 117 for the individual for the year of averaging 
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if his amount taxable for the year of averaging were 
the aggregate of the remainder described: in para- 
graph (e) and an amount equal to /s of the lesser of _ 
the averaging excess and the individual’s amount 
taxable for the year of averaging 


_ exceeds 
(ii) the amount determined under paragraph (©). 


(3) Rules applicable in determining income — For the 
purposes of this section the’ following rules apply: 


(a) the income of an individual for a taxation year, at no 
time during which he was resident in Canada, shall. be 
deemed to be the amount that would be determined under 
Division D to be his taxable income for the year if sub- 
section 115(1) were read ‘without reference to the words 
following paragraph, (c) thereof; 
(b) a taxpayer’s income for any taxation year described in 
paragraph (1)(a) or (2)(c) as a taxation year preceding a 
year of averaging shall be deemed to be an amount equal 
to the greater of $1,700 and his income for the year oth- 
erwise determined for the purposes of this Part; 


(c) any taxation year included in an “averaging. period”, 
within the meaning assigned that expression in section 
119, pursuant to an election made by him under that sec- 
tion that was not revoked by him, shall not be included in 
the period referred to in paragraph (fa) or (2)(c), as the 
case may be; and 


(d) where a taxpayer has died in a year of averaging, 


(i) paragraphs (1)(a) and (2)(c) shall be read as if the 
references therein to “110%” and “120%” were read 
as references to “100%”, and 


(ii) subsections (1) and (2) are not’applicable in re- 
spect of the year if the taxpayer’s legal representative 
‘has made an election under subsection 70(2) in re- 
spect of the taxpayer’s income for eet year. 


Para. 118(3)(b) substituted by 1973-74, c. 30, s. 16, applicable to 
1973 et seq. Para. 118(3)(b) formerly. read: ; 
(b)-a taxpayer’s income for any taxation year described in 
paragraph (1)(a) or (2)(c) as a taxation year preceding. a year 
of averaging shall be deemed to be an amount equal to the 
greater of $1,600 and his income for the year otherwise deter- 
mined for the purposes of this Part; 


118.1 (1) Definitions — In this section 


“total charitable gifts” of an individual for a taxa- 
tion year means the total of all amounts each of 
which is the fair market value of a gift (other than a 
gift the fair market value of which is included in the 
total Crown gifts, the total cultural gifts or the total 
ecological gifts of the individual for the year) made 
by the individual in the year or in.any of the 5:imme- 
diately preceding taxation years (other than in a year 
for which a deduction under subsection 110(2) was 
claimed in computing the individual’ s taxable in- 
come) to 


(a) a registered charity, 
(b) a registered, Canadian, amateur athletic 
association, 


(c) a housing corporation resident in Canada and 
exempt from tax under this Part because of para- 
graph 149(1)(a), L 


(d) a Canadian municipality, 
(e) the United Nations or an agency thereof, 
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(f) a university outside Canada that is prescribed 
to be a university the student body of which ordi- 
narily: includes students from Canada, 


(g) a charitable. organization outside Canada to 
which Her Majesty in right of Canada has made a 
gift during the individual’s taxation year or the 12 
months immediately lah noni: that taxation year, 
or 7 aha 


(g.1) Her, aoe in right of Canada or a 
_ province, 


to the extent that those amounts were 


(h) not deducted in computing. the individual’ s 
taxable income for a taxation year ending before 
1988, and 


(i) not included in detstininitve an amount that 
was deducted under this section in computing the 
individual’s tax payable under this Part for a pre- 
ceding taxation year; 


Related Provisions: 43.1(1) — Charitable gifts excluded from 
rules re life interests in real property; 110.1(1)(a) — Parallel deduc- 
tion for corporations; 118.1(1)‘‘total gifts”’(a)(ii) — Charitable gifts 
limited to 20% of net income; 118-1(2.1) — Ordering of claims; 
118.1(6) — Gift of capital property; 118.1013) — Donation of non- 
qualifying securities; 118.1(16)— Loanback arrangements, 
143(3.1) — Hutterite colonies — election in respect of gifts; 


_149.1(6.4) — Donations to registered national arts service organiza- 


tion; Canada—U.S. tax treaty, Art. XXI:6 — Donations to U.S, char; 
ities qualify as gifts for taxpayer with U.S.-source income; Art. 
XXIX B:1 — Property left to U.S. charity on death. 


History: Para. (g.1) added to the definition ‘ ‘total charitable gifts” 
in subsec,.118.1(1) by 1998, c. 19, subsec. 22(1), applicable to taxa- 
tion years that begin after 1996. 


The opening words of the definition “total charitable gifts” in sub- 
sec: 118:1(1) amended by 1996, c. 21, subsec. 23(1), applicable to 
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gifts made after February 27, 1995. The opening words formerly 
read: 


“total charitable gifts” of an individual for a taxation year 
means the total of all amounts each of which is the fair mar- 
ket value of a gift (other than a gift the fair market value of 
which is included in the total Crown gifts or the total cultural 
gifts of the individual for the year, or would have been so 
included for a preceding taxation year if this section had ap- 
plied to that preceding year) made by the individual in the 
year or in any of the 5 immediately preceding taxation years 
(other than in a year for which a deduction under subsection 
110(2) was claimed in computing the individual’s taxable in- 
come) to 


Definition “total charitable gifts” amended by 1994, c. 7, Sch. II 
(1991, c. 49), subsec. 88(1), applicable after December 11, 1988. 
That definition formerly read: 


“total charitable gifts” of an individual for a taxation year 
means the total of all amounts each of which is the amount of 
a gift made by the individual in the year or in one of the 5 
immediately preceding taxation years to 


(a) a registered charity, 
(b) a registered Canadian amateur athletic association, 


(c) a housing corporation resident in Canada and exempt 
from tax under this Part by paragraph 149(1)(), . 


(d) a Canadian municipality, 
(e) the United Nations or an agency thereof, 


(f) a university outside Canada prescribed to be a univer- 
sity the student body of which ordinarily includes stu- 
dents from Canada, or 


(g) a charitable organization outside Canada to which 
Her Majesty in right of Canada has made a gift during the 
individual’s taxation year or the 12 months immediately 
preceding that taxation year, 


to the extent that the amounts of those gifts have been neither 


(h) deducted in computing the individual’s taxable in- 
come for a taxation year preceding 1988, nor 


(1) used in determining an amount that has been deducted 
under this section in computing the individual’s tax paya- 
ble under this Part for a preceding taxation year, 


but, where the individual has claimed a deduction under sub- 
section 110(2) in computing the individual’s taxable income 
for a taxation year, does not include the amount of any gift 
made in that year; 


Selected Cases [subsec. 118.1(1)“total charitable gifts”]: 
Burns v. MNR, [1990] 1 C.T.C. 350 (FCA) (Donations to registered 
amateur athletic association not “gifts” where taxpayer paying for 
daughter’s training); Guertin, Antoine, Ltée v. The Queen, [1988] 1 
C.T.C. 117 (FCA) (Loan for interest to company by foundation 
made from amounts donated to foundation by company not artificial 
transactions); The Queen v. McBurney, [1985] 2 C.T.C. 214 (FCA); 
leave to appeal to SCC refused (sub nom. McBurney v. MNR) 
(1986), 65 NR 320 (note) (Mere lack of legal obligation to contrib- 
ute to religious schools not sufficient to create gifts); The Queen v. 
Zandstra, [1974] C.T.C. 503 (FCTD) (Of amounts paid to Christian 
school, $200 per child held to be tuition; excess charitable). 


Regulations: 3503, Sch. VIII (prescribed universities). 


Interpretation Bulletins: See lists at end of 118.1(1) and at end 
of 118.1. 


Information Circulars: 75-23: Tuition fees and charitable dona- 
tions paid to privately supported secular and religious schools; 84- 
3R4: Gifts in right of Canada. See also list at end of 118.1. 


“total Crown gifts” of an individual for a taxation 
year means the total of all amounts each of which is 
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the fair market value of a gift (other than a gift the 
fair market value of which is included in the total 
cultural gifts or the total ecological gifts of the indi- 
vidual for the year) made by the individual in the 
year or in any of the 5 immediately preceding taxa- 
tion years to Her Majesty in right of Canada or a 
province, to the extent that those amounts were 


(a) not deducted in computing the individual’s 
taxable income for a taxation year ending before 
1988, 


(b) not included in determining an amount that 
was deducted under this section in computing the 
individual’s tax payable under this Part for a pre- 
ceding taxation year, and 


(c) in respect of gifts made before February 19, 
1997 or under agreements in writing made before 
that day; 


Related Provisions: 43.1(1) — Crown gifts excluded from rules 
re life interests in real property; 110.1(1)(b) — Parallel deduction 
for corporations; 118.1(1)“total gifts”’(b) — Crown gifts not limited 
to 20% of net income; 118.1(2.1) — Ordering of claims; 
118.1(6) — Gift of capital property; 143(3.1) — Election in respect 
of gifts. 


History: Para. (c), added to the definition “total Crown gifts” in 
subsec. 118.1(1) by 1998, c. 19, subsec. 22(2), applicable to taxa- 
tion years that begin after 1996. 


The opening words-of the definition “total Crown gifts” in subsec. 
118.11) amended by 1996, c. 21, subsec. 23(2), applicable to gifts 
made after February 27, 1995. The opening words formerly read: 


“total Crown gifts” of an individual for a taxation year means 
the total of all amounts each of which is the fair market value 
of a gift (other than a gift the fair market value of which is 
included in the total cultural gifts of the individual for the 
year, or would have been so included for a preceding taxation 
year if this section had applied to that preceding year) made 
by the individual in the year or in any of the 5 immediately 
preceding taxation years to Her Majesty in right of Canada or 
a province, to the extent that those amounts were 


Definition “total Crown gifts” in subsec: 118.1(1). amended by 
1994, c. 7, Sch. II (1991, c. 49), subsec.. 88(1), applicable after De- 
cember 11, 1988. That definition formerly read: 


“total Crown gifts” of an individual for a taxation year means 
the total of all amounts.each of which is the amount of a gift 
made by the individual in the year or in one of the 5 immedi- 
ately preceding taxation years to Her Majesty in right of Can- 
ada or to Her Majesty in right of a province, to the extent that 
the amounts of those gifts have been neither 


(a) deducted in computing the individual’s taxable in- 
come for a taxation year preceding 1988, nor’ 


(b) used in determining an amount that has been deducted 
under this section in computing the individual’s tax paya- 
ble under this Part for a preceding taxation year; 


Selected Cases [subsec. 118.1(1)“total Crown gifts”]: 
Hudson Bay Mining and Smelting Co. Ltd. v. Canada, [1989] 2 
C.T.C. 309 (FCA); leave to. appeal to SCC refused (sub nom. Hud- 
son Bay Mining & Smelting Co. v. MNR) (1990), 106 NR 16 (note) 
(“Gift” to Crown corporation after latter acquired facilities from 
taxpayer neither separate transaction nor deductible). . 


Advance Tax Ruling: ATR-63: Donations to agents of the 
Crown. 
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Subdiv. a— Computation. of Tax: Individuals 


“total cultural gifts’’ of an individual fora taxation 
year means the total of all amounts each of which is 
the fair market value of a gift : 


(a) of an object that the Canadian Cultural Prop- 
erty Export Review Board has determined meets 
the criteria set out in paragraphs 29(3)(b) and (c) 
of the Cultural Property Export and lnport Act, 
and 


(b) that was made by the individual in the year or 
in any of the 5 immediately preceding taxation 
years to an institution or a public authority in 
Canada that was, at the time the gift was made, 
designated under subsection 32(2) of the Cultural 
Property Export and Import Act either generally 
or for a specified purpose related to that object, 


to the extent that those amounts were 


(c) not deducted in computing the individual’s 
taxable income for a taxation year ending before 
1988, and 


“(d) not included in determining an amount that 
was deducted under this section in computing the 
individual’s tax payable under this Part for a pre- 
ceding taxation year; 


Related Provisions: 39(1)(a)(i.1) — Meaning of capital gain and 
capital loss; 110.1(1)(c) — Parallel deduction for corporations; 
118.1(1)“total gifts’(c) — Cultural gifts not limited to 20% of net 
income; 118.1(2.1)— Ordering ‘of claims; 118.1(7.1) — Gifts of 
cultural property — deemed. proceeds; 118.1(10) — Determination 
of fair market value; 143(3.1) —.Election in respect of gifts; 
207.3 — Tax on institution that disposes of cultural property. 


History: Definition “total cultural gifts” in subsec. 118.1(1) 
amended by 1994, c. 7, Sch. II (1991, c. 49), subsec. 88(1), applica- 
ble after December 11, 1988. That definition formerly read: 


“total cultural gifts” of an individual for a taxation. year 
means. the total of all values each of which is the value of a 
gift 
- (a) of an object that the Canadian Cultural Property Ex- 
port Review Board has determined meets all the criteria 
set out in paragraphs 29(3)(b) and (c) of the Cultural 
Property Export. and Import Act, 


(b) that neither is included in the total charitable gifts or 
the total Crown gifts of the individual for the year, nor 
would have been so included in a preceding taxation year 
had this section been applicable to that preceding year, 
and 


(c) that was made by the individual in the year or in one 
of the 5 immediately preceding taxation years to an insti- 
tution or public authority in Canada that was, at the time 
the gift was made, designated under subsection 32(2) of 
the Cultural Property Export and Import Act either gen- 
erally or for a purpose related to the object referred to in 
paragraph (a) 


to the extent that the values of those gifts have been neither 


(d) deducted in computing the individual’s taxable in- 
come for a taxation year preceding 1988, nor 


(e) used in determining an amount that has been deducted 
under this section in computing the individual’s tax paya- 
ble under this Part for a preceding taxation year; 


Selected Cases [subsec. 118.1(1)“total cultural gifts”]: 
Hudson Bay Mining and Smelting Co. Ltd. v.. Canada, [1989] 2 
C.T.C. 309 (FCA); leave to appeal to SCC refused (sub nom. Hud- 
son Bay Mining & Smelting Co. v. MNR) (1990), 106. NR 16 (note) 
(“Gift” to Crown corporation after latter acquired. facilities from 
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taxpayer neither separate transaction nor deductible); Friedberg v. 
MNR, [1989] 1 C.T.C. 274 (FCTD); aff'd in part [1992] 1 C.T.C. 1 
(FCA); leave to appeal to SCC refused [unreported] ((July 2, 1992), 
Doc. 22990, Fair. market. value of collections donated. to museum 
deductible despite cost to taxpayer below fair market, value). 


Interpretation Bulletins: IT-407R4: Dispositions of cultural 
property to designated Canadian institutions. See also list at end of 
118.1. agent 


“total ecological gifts” of an individual for a taxa- 
tion year means the total of all amounts each of 
which is the fair market value of.a gift (other than a 
gift the fair market value of which is. included in the 
total cultural gifts of the individual for the year) of 
land, includiag a servitude for the use.and benefit of 
a dominant land, a covenant or an easement, that is 
certified by the Minister of the Environment, or a 
person designated by that Minister, to be ecologi- 
cally sensitive land, the conservation and protection 
of which is, in the opinion of that Minister, or that 
person, important to the preservation of Canada’s en- 
vironmental heritage, which gift was made by the in- 
dividual in the year or in any of the ‘ immediately 
preceding taxation years to 


(a) Her Majesty in right of Canada or a province 
or a municipality in Canada, or 


(b) a registered charity one of the main purposes 
of which is, in the opinion of the Minister of the 
Environment, the conservation and protection of 
Canada’s environmental heritage, and that is ap- 
proved by that Minister, or that person, in respect 
of that gift, 


to the extent that those amounts were not included in 
determining an amount that was deducted under this 
section in computing thé individual’s tax payable 
under this Part for a preceding taxation year; 
Related Provisions: 110.1(1)(d) — Parallel deduction for corpo- 
rations; 118.1(1)“total gifts’(d) — Ecological gifts not limited to 
20% of net income; 118.1(2.1)— Ordering of claims; 118.1012) — 
Fair market, value of ecological servitude, coyenant or easement; 
207.31 — Tax if donee disposes of the property. 
History: Para. (a) of the, definition “total ecological gifts” in sub- 
sec. 118.1(1) amended by 1998, c. 19, subsec. 22(3), applicable to 
gifts made after February 18, 1997. Para. (a) formerly read: 

(a) a Canadian municipality, or 


The definition “total ecological gifts” added to subsec. 118.1(1) by 
1996, c. 21, subsec. 23(4), applicable. to gifts made after February 
271995: 


“total gifts’ of an individual for a taxation year 
means the total of 


(a) the least of 
(i) the individual’s total charitable gifts for the 
year, 


(ii) the individual’s income for the year where 
the individual dies in the year or in the follow- 
ing taxation year, and 

(iii) in any other case, the lesser of the indi- 
vidual’s income for the year and the amount 
determined by the formula 


0.75A +.0.25 (B +C + D-B) 


957 


S. 118.1(1) tot 


where 
A is the individual’s income for the year, 


B_ is the total of all amounts each of which is 
a taxable capital gain of the individual for 
the year from a disposition that is the mak- 
ing of a gift made by the individual in the 
year, which gift is included in the individ- 
ual’s total charitable gifts for the year, 


C is the total of all amounts each of which is 
a taxable capital gain of the individual for 
the year, because of subsection 40(1.01), 
from a disposition of a property in a pre- 
ceding taxation year, 

D_is the total of all amounts each of which is 
determined in respect of the individual’s 
depreciable property of a prescribed class 
and equal to the lesser of 


(A) the amount included under subsec- 
tion 13(1) in respect of the class in 
computing the individual’s income for 
the year, and 


(B) the total of all amounts each of 
which is determined in respect of a dis- 
position that is the making of a gift of 
property of the class made by the indi- 
vidual in the year that is included in the 
individual’s total charitable gifts for the 
year and equal to the lesser of 


(1) the proceeds of disposition of the 
property minus any outlays and ex- 
penses to the extent that they were 
made or incurred by the individual 
for the purpose of making the dispo- 
sition, and 


(II) the capital cost to the individual 
of the property, and 


E is the total of all amounts each of which is 
the portion of an amount deducted under 
section 110.6 in computing the individ- 
ual’s taxable income for the year that can 
reasonably be considered to be in respect 
of a gift referred to in the description of B 
or C, 


(b) the individual’s total Crown gifts for the year, 
(c) the individual’s total cultural gifts for the 
year, and 

(d) the individual’s total ecological gifts for the 
year. 


Related Provisions: 257 — Formula cannot calculate to less than 
Zero. 


History: Subpara. (a)(iii) of the definition “total gifts” in subsec. 
118.1(1) amended by 1998, 'c. 19, subsec. 22(4), applicable to taxa- 
tion years that begin after 1996. Subpara. (a)(iii) formerly read: 


(111) in any other case, the amount determined by the formula 


0.5(A + B — C) 
where 


A is the individual’s income for the year, 
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B © is the total of all amounts each of which is the amount of © * 


a taxable capital gain from a gift of property made. by. the 
individual in the year to a donee described in the defini- 
tion “total charitable gifts”, and 

Cis the total of all amounts each of which is the portion of 
an amount deducted under section 110.6 in computing 
the individual’s taxable income for the year that can rea- 
sonably be considered to be in respect of a gift of capital 
property made by the individual in the year to a donee 

_ described in the definition “total charitable gifts”, 


Para. (a) of the definition “total gifts” in subsec. 118. 1(1) erence’ 
by 1997, c. 25, s. 26, applicable to 1996 et seg. and, where an indi- 
vidual dies in 1996, to the individual’ S 1995 taxation year. Para, 4) 
formerly read: 


(a) the lesser of 
(i) the individual’s total charitable gifts for the year, and 
(ii) '/s of the individual’s income for the year, 


Para. (d) of the definition “total gifts” in subsec. 118.1(1) added by 
1996, ‘c. 21, subsec. 23(3), applicable to gifts made after’ February 
2731995: 


Definition “total gifts” in subsec. 118.1(1) amended by 1994, c. 7, 
Sch, Il (1991, c. 49), subsec. 88(1), applicable after December 11; 
1988. That definition formerly read: 

“total gifts” 


of an individual for a. taxation year means. the 
total of ce 


(a) the lesser of we 
(i) the individual’s total charitable gifts for the year, 
and at? | 
(1) '/s of the individual’s income for the year com- 
puted without reference to subsection 137(2), 
(b) the individual’s total Crown gifts for the year, and 
(c) the individual’s total cultural gifts for the year. 
Interpretation Bulletins [subsec. 118.1(1)]: IT-226R: Gift toa 
charity of a residual interest in real property or an equitable interest 
in a trust: IT-288R2: Gifts of capital properties to a charity and 
others; IT-297R2: Gifts in kind to charity and others; IT-407R3: 
Disposition after 1987 of Canadian cultural property; IT-504R2: 
Visual artists and writers. See also list at end of s. 118.1. 


Information Circulars: See list at end of s. 118.1. 


(2) Proof of gift — A gift shall not be included in 
the total charitable gifts, total Crown gifts, total cul- 
tural gifts or total ecological gifts of an individual 
unless the making of the gift is proven by filing with 
the Minister a receipt therefor that contains pre- 
scribed information. 

Related Provisions: 149.1(1)“disbursement quota” A — Charity 
must disburse 80% of receipted gifts; 188(1)— Revocation tax 


where registration of charity is revoked; 230(2)— Books and 
records to be kept by. charity. 


History: Subsec. 118.1(2) amended by 1996, c. 21, said set 23(5), 
applicable to gifts made after February 27, 1995. That sana for- 
merly read: 


(2) Proof of gift— A gift shall not be included in the total 
charitable gifts, total Crown gifts or total cultural gifts of an 
individual unless the making of the gift is proven by filing 
with the Minister a receipt therefor that contains prescribed 
information. 


Regulations: 3501 (prescribed information). 


Interpretation Bulletins: IT-407R4: Dispositions. of cultural 
property to designated Canadian institutions. See also list at end of 
s. 118.1, 


Information Circulars: 80-10R: Registered charities: operating a 
registered charity. See also list at end of s. 118.1. : 
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Subdiv..a — Computation of Tax: Individuals 


Advance Tax Ruling: ATR-63: Donations to agents of the 
Crown. 


(2.1) Ordering — For the purposes of determining 
the total charitable gifts, total Crown gifts, total cul- 
tural gifts and total ecological gifts of an individual 
for a taxation year, no amount in respect of a gift 
described in any of the definitions of those expres- 
sions and made in a particular taxation year shall be 
considered to have been included in determining an 
amount that was deducted under this section in com- 
puting the individual’s tax payable under this Part 
for a taxation year until amounts in respect of such 
gifts made in taxation years preceding the particular 
year that can be so considered are so considered. 


History: Subsec. 118.1(2.1) added by 1998, c. 19, subsec. 22(5), 
applicable to taxation years that begin after 1996. 


(3) Deduction by individuals for gifts — For 
the purpose of computing the tax payable under this 
Part by an individual for a taxation year, there may 
be deducted such amount as the individual claims 
not exceeding the amount determined by the formula 


MHA x BY 4 (CX (D!'B)] 
where 
A is the appropriate percentage for the year; 


B is the lesser of $200 and the individual’s total 
gifts for the year; 


C is the highest percentage referred to in subsection 
117(2) that applies in determining tax that might 
be payable under this Part for the year; and 


D is the individual’s total gifts for the year. 


Related Provisions: 37(5) — Scientific research and experimen- 
tal development expenditures; 110(2) — Deduction for member of 
religious order who has taken vow of perpetual poverty; 110.1 — 
Deduction for gifts by corporations; 117(1) — Tax payable under 
this Part; 118.1(13)-(20) — No credit for gift of non-qualifying se- 
curities; 118.95(a), 128(2)(e)(i1)(B), 128(2)(M(v), 
128(2)(g)@i)(B) — Application to bankrupt individual; 152(6) 
Reassessment; 164(5), (5.1) — Effect of carryback of loss. 


History: Subsec. 118.1(3) amended by 1995, c. 3, s. 34, applicable 
to 1994 et seg. Subsec. (3) formerly read: 


(3) Deduction by individuals for gifts — For the purpose of 
computing the tax payable under this Part by an individual for 
a taxation year, there may be deducted such amount as the 
individual may claim not exceeding an amount determined by 
the formula ' 


(A XB) +(C.x«D —'B)) 
where 
A is the appropriate percentage for the year: 
Bis the lesser of $250 and the individual’s total gifts for the 
year; 
C is the highest percentage referred to in subsection 117(2) 


that. is. applicable in determining tax that might be paya- 
ble under this Part for the year; and 
D is the individual’s total gifts for the year. 
Interpretation Bulletins: [T-111R2: Annuities purchased from 
charitable organizations; IT-226R: Gift to a charity of a residual in- 
terest in real property or an equitable interest in a trust; IT-297R2: 
Gifts in kind to charity and others; IT-407R4: Dispositions of cul- 
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tural property to designated Canadian institutions. See also list at 
end.of s. 118.1. bere 


Information Circulars: 75-23: Tuition fees and charitable dona- 
tions paid to privately supported secular and religious schools. 


(4) Gift in year of death — Subject to subsection 
(13), a gift made by an individual in the particular 
taxation year in which the individual dies (including, 
for greater certainty, a gift otherwise deemed by sub- 
section (5), (13) or (15) to have been so made) is 
deemed, for the purpose of this section other than 
this subsection, to have been made by the individual 
in the immediately preceding taxation year, and not 
in the particular year, to the extent that an amount in 
respect of the gift is not deducted in computing the 
individual’s tax payable under this Part for the par- 
ticular year. | 

Related Provisions: 70(5)— Deemed disposition of property 


immediately before death; 118.1(5)— Gift made by will deemed 
made in year of death. 


History: Subsec. 118.1(4) amended by 1998, c. 19, subsec. 22(6), 

applicable to gifts made after July 1997. Subsec. 118.1(4) formerly 

read: 
(4) Time of gift— For the purposes of this section, a gift 
made by an individual in the taxation year in which the indi- 
vidual dies shall be deemed to have been made by the indi- 
vidual in the immediately preceding taxation year to the ex- 
tent that an amount in respect thereof is not: deducted in 
computing the individual’s tax payable under this Part for the 
taxation year in which the individual dies. 


Interpretation Bulletins: IT-288R2: Gifts of capital properties to 
a charity and others; IT-407R4: Dispositions of cultural property to 
designated Canadian institutions. See also list at-end of s. 118.1. 


(5) Gift by will — Subject to subsection (13), where 
an individual by the individual’s: will makes a gift, 
the gift is, for'the purpose of this section, deemed to 
have been made by the individual immediately 
before the individual died. 


Related Provisions: 38(a.1)(ii) — Gift of publicly-traded securi- 
ties made on death; 39(1)(a)G.1) — Gain on disposition not capital 
gain; 70(5) — Deemed disposition of property immediately before 
death; 118.1(4) — Carryback of gift made in year of death. See ad- 
ditional Related provisions and Definitions at end of s. 118.1. 
History: Subsec. 118.1(5) amended by 1998, c. 19, subsec. 22(6), 
applicable to gifts made after July 1997 Subsec. 118.1(5) formerly 
read: . 
(5) Gift by will— Where an individual by the individual’s 
will makes a gift to.a donee described in subsection (1), the 
gift shall, for.the purposes of this section, be deemed to have 
been made by the individual in the taxation year in which the 
individual dies. 


Interpretation Bulletins: [T-226R: Gift to a charity of a residual 
interest in real property or an equitable interest in a trust; IT-407R4: 
Dispositions of cultural property to designated Canadian institu- 
tions. See also list at end of s. 118.1. 


(6) Gift of capital property — Where, at any 
time, whether by the individual’s will or otherwise, 
an individual makes a gift of 


(a) capital property to a donee described in the 
definition “total charitable gifts”, “total Crown 
gifts” or “total ecological gifts” in subsection (1), 
or 
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(b) in the case of an individual who is a non-resi- 
dent person, real property situated in Canada to.a 
prescribed donee who provides.an undertaking, in 
a form satisfactory to the Minister, to the effect 
that such property will be held for use in the pub- 
lic interest, 


and the fair market value of the property. at that time 
exceeds its adjusted cost base to the individual, such 
amount, not greater than the fair market value and 
not less than the adjusted cost base tothe individual 
of the property at that time, as the individual or the 
individual’s legal representative designates in the in- 
dividual’s return of income under section 150 for the 
year in which the gift is made shall, if the making of 
the gift is proven by filing with the Minister a receipt 
containing prescribed information, be deemed to be 
the individual’s proceeds of disposition of the prop- 
erty and, for the purposes of subsection (1), the fair 
market value of the gift made by the individual. 

History: Para. 118.1(6)(a) amended by 1996, c. 21, subsec..23(6), 


applicable to gifts made after February 27, 1995. The para. formerly 
read: 


(a) capital property to a donee described in, the definition “‘to- 
tal charitable gifts” or “total Crown gifts” in subsection (1), 
or 


That portion of subsec. 118:1(6) following para. (b) amended by 
1994, c. 7, Sch. VII (1993, c. 24), 's. 53, applicable to gifts made 
after December 11, 1988. That portion formerly read: 


and the fair market value of the property at that time exceeds 
its adjusted ‘cost base to the individual, such amount, not 
greater than the fair market value and not less than the ad- 
justed cost base to the individual of the property at that time, 
as is designated by the individual or the individual’s legal 
representative in the individual’s return of income under sec- 
tion 150 for the year in which the gift is made shall, if the 
making of the gift is proven by filing with the Minister a re- 
ceipt containing prescribed information, be deemed to. be the 
individual’s proceeds of disposition of the property and the 
amount of the gift made by the individual. 


Regulations: 3500-3502 (prescribed information); 3504 (pre- 
scribed donee). 


Interpretation Bulletins: IT-226R: Gift to a charity of a residual 


interest in real property or an equitable interest in a trust; IT-288R2: 
Gifts of capital properties to a charity and others; IT-504R2: Visual 
artists and writers. : ) 


Forms: T3 Sched. 1A, T1170: Capital gains on gifts of certain cap- 
ital property. 


(7) Gifts of art— Except where subsection (7.1) 
applies, where at any time, whether by the individ- 
ual’s will or otherwise, an individual makes a gift of 
a work of art that was created by the individual and 
that is property in the individual’s inventory to a do- 
nee described in the definition “total charitable gifts” 
or “total Crown gifts” in subsection (1) and at that 
time the fair market value of the work of art exceeds 
its cost amount to the individual, such amount, not 
greater than that fair market value and not less than 
that cost amount, as is designated in the individual’s 
return of income under section. 150 for the year in 
which the gift is made shall, if the making of the gift 
is proven by filing with the Minister a receipt con- 
taining prescribed information, be deemed to be the 
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individual’s proceeds of disposition of the work of 
art and, for the purposes of subsection (1), the: fair 
market value of the gift made by the individual. 


History: Subsec. 118.1(7) substituted by 1994, c. 7, Sch. II (1991, 
c. 49), subsec. 88(2), applicable to gifts made after 1990. Subsec. 
118.1(7) formerly read: 


(7) Gifts of art — Where at any time after 1984, whether by 

. the individual’s will or otherwise, an individual makes a gift 
of a work of art created by the individual that is property in 
the individual’s inventory to a donee described in the defini- 
tion “total charitable gifts” or “total Crown gifts” in subsec- 
tion (1), and the fair market value of the work of art at that ~ 
time exceeds its cost amount to the individual, such amount, 
not greater than the fair market value and not less than the.. 
cost amount to the individual of the work of art at that time, ~ 
as is designated by the individual or the individual’s legal 
representative in the individual’s return of income under sec> ~ 
tion 150 for the year in which the gift is made shall, if the 
making of the gift is proven by filing with the Minister a re- 
ceipt containing prescribed information, be deemed to be the 
individual’s proceeds of disposition of the work of art and the 
amount of the. gift made by the: individual. 


Interpretation Bulletins: IT-288R2: Gifts of capital properties to 
a charity and others; IT-504R2: Visual artists and writers. 


(7.1) Gifts of cultural property — Where at any 
time, whether by the individual’s will or otherwise, 
an individual makes a gift described in the definition 


“total cultural gifts” in subsection (1) of a work of 


art that was.created, by the individual and. that is 
property in the individual’s inventory, the individual 
shall, if the making of the gift is proven by filing 
with the Minister a receipt containing prescribed in- 
formation, be deemed to have received proceeds of 
disposition in respect of the gift at that time equal to 
its cost amount to the individual at that time. 
Related Provisions: 39(1)(a)(i.1) — Meaning of capital gain‘and 
capital loss; 207.3 -— Tax on institution that disposes of cultural 
property. : { 
History: Subsec. 118.1(7.1) added by 1994, c. 7, Sch. II (1991, C. 
49), subsec. 88(2), applicable to gifts made after 1990. 


Interpretation Bulletins: IT-407R4: Dispositions of cultural 
property to designated Canadian institutions; IT-504R2: Visual art- 
ists and writers. See also list at end of s. 118.1. 


(8) Gifts made by partnership — Where an indi- 
vidual is, at the end of a fiscal period of a partner- 
ship, a member of the partnership, the individual’s 
share of any amount that would, if the partnership 
were a person, be a gift made by the partnership to 
any donee shall, for the purposes of this section, be 
deemed to be a gift made by the individual to that 
donee in the individual’s taxation year in which the 
fiscal period of the partnership ends. 5 


Related Provisions: 53(2)(c)(iii) — Deduction from adjusted 
cost base of partnership interest. 


(9) Commuter’s charitable donations — 
Where throughout a taxation year an individual re- 
sided in Canada near the boundary between Canada 
and the United States, if 


(a) the individual commuted to the individual’s 
principal place of employment or business in the 
United States, and 
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(b) the individual’s chief source of income for the 
_year was that employment or business, 


a gift made by the individual in the year, to a relig- 
ious, charitable, scientific, literary or educational or- 
ganization created or organized in or,under the laws 
of the United States that, would be allowed as a de- 
duction under the United. States Internal Revenue 
Code shall, for the purpose of the definition “total 
charitable gifts” in subsection (1), be deemed to have 
been made to a registered charity. | 


Related Provisions: Canada-U.S. tax treaty, Att. ooxc 61s 
Cross- border donations. , 


(10) Determination of fair market value — For 
the purposes of paragraph 110.1(1)(c).and the defini- 
tion “total cultural gifts” in subsection (1), the fair 
market value of an object is deemed to be the fair 
market value determined by the Canadian Conia 
Property Export Review. Board. 


Related Provisions: 118.1(11) — Assessment consequential on 
determination of value by Board; 241(4)(d)(xii) — Disclosure of i1n- 
formation to Department of Canadian Heritage or the Board. 


History: Subsec., 118.1(10) amended by. 1995, c. 38, s..3, in force 
July 12, 1996. Subsec. (10) formerly read: 


(10) Determination of fair market value — For the pur- 
poses of paragraph 110.1(1)(c) and the definition “total cul- 
tural gifts” in subsection (1), the fair market value of an ob- 
ject shall be determined by the Canadian Cultural Property 
Export Review Board. 


Subsec. 118.1(10) added by 1994, c. 7, Sch. If (1991, c. 49), subsec. 
88(3), applicable to gifts made after February 20, 1990. 


Interpretation Bulletins: IT-407R4: Dispositions -of cultural 
property to designated Canadian institutions; IT-504R2: Visual art- 
ists and writers. 


(11) Assessments — Notwithstanding subsec- 
tions 152(4) to (5), such assessments or reassess- 
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ments ofa taxpayer’s tax, interest or penalties paya- 
ble under this Act for any taxation year shall be 
made as are necessary to give effect to a certificate 
issued under subsection: 33(1) of the Cultural Prop- 
erty Export and Import Actor to a decision of a court 
resulting from an appeal made pursuant to section 
33.1 of that Act. 


Related Provisions: 165(1.2) — No Seni allowed to assess- 
ment under 118. 1(11), 


History: Subsec. 118.1011) added.by 1995, c. 38,8. 3,in ae aly 
12,51:996. 


(12), Ecological gifts — For the purposes: of sec- 
tion 207.31 and the definition “total ecological gifts” 
in subsection (1), the fair market value of a gift of a 
servitude, a covenant or an easement to which Jand is 
subject is deemed to be the greater of its fair market 
value otherwise determined and the amount by 
which the fair market value ofthe land is reduced.as 
a result of the making of the gift. 


Related Provisions: |10.1(6) — Parallel rule-for donation. deduc- 
tion for corporations. 


History: Subsec. 118.1(12) added by 1998, c. 19, eect 22(7), 
applicable to gifts made after February 27, 1995. 


(13) Non-qualifying securities — For: the pur- 
pose. of this section (other than this subsection), 
where at.any particular time an individual makes.a 
gift Gncluding a gift that, but for this subsection and 
subsection. (4), would be deemed by subsection, (5) 
to be made at the particular time) of a non-qualifying 
security of the individual and the. gift is. not an ex- 
cepted gift, 


(a) except for the purpose of mares lasecyion 
(6) to determine the individual’s proceeds; of .dis- 
position of the security, the gift.is deemed: not: to 
have been made; 


(b) if the security ceases. to be a non-qualifying 
security of the individual at a subsequent time 
that is within 60 months after the particular time 
~ and the donee has not disposed of the security at 
or before the subsequent time, the individual is 
deemed to have made a gift to the donee of prop- 
erty at the subsequent time and the fair market 
value of that gift is deemed to be the lesser of the 
fair market value of the security at the subsequent 
time and the amount of the gift made at the par- 
ticular time that would, but for this subsection, 
have been included in the individual’s total chari- 
table gifts or total Crown gifts for a'taxation year; 


(c) if the, security is disposed of by the donee 
within 60 months after the particular time and 
paragraph (b) does not apply to the security, the 
individual is deemed to have made a gift to the 
donee of property, at the time. of the disposition 
and the fair market value of that gift is deemed to 
be the lesser of the fair market value of any con- 
sideration (other than a non-qualifying security of 
the individual or a property that would be a non- 
qualifying security of the individual if the indi- 
vidual were alive at that time) received by the do- 
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nee for the disposition and the amount of the gift 
made at the particular time that would, but for 
this subsection, have been included in the indi- 
vidual’s total charitable gifts or total Crown gifts 
for a taxation year; and ; 


(d) a designation under subsection (6) or 110.1(3) 
in respect of the gift made at the particular time 
may be made in the individual’s return of income 
for the year that includes the subsequent time re- 
ferred to in paragraph (b) or the time of the dispo- 
sition referred to in paragraph (c). 
Related Provisions: 40(1.01) — Capital gains reserve on dispo- 
sition of non-qualifying security; 88(1)(e.61) — Winding-up of sub- 
sidiary — gift deemed made by parent corporation; 110.1(6) — Ap- 
plication of subsec. 118.1(13) to corporation; 110.1(7) — Where 
corporation ceases to exist after making donation of non-qualifying 
securities; 118.1(14) — When security exchanged for another non- 
qualifying security; 118.1(15) — Death of donor; 118.1(18) — Def- 
inition of non-qualifying security: 118.1(19) — Excepted gift. 
History: Subsec. 118.1(13) added by 1998, c. 19, subsec. 22(7), 
applicable to gifts made after July 1997. 


(14) Exchanged security — Where a share (in 
this subsection referred to as the “new share’) that is 
a non-qualifying security of an individual has been 
acquired by a donee referred to in subsection (13) in 
exchange for another share (in this subsection re- 
ferred to as the “original share’) that is a non-quali- 
fying security of the individual by means of a trans- 
action to which section 51, subparagraphs 
85.1(1)(a)(i) and (ii) or section 86 or 87 applies, the 
new share is deemed for the purposes of this subsec- 
tion and subsection (13) to be the same share as the 
original share. 


Related Provisions: 110.1(6)— Application of subsec, 
118.1(14) to corporation; 118.1(18) — Definition of non-qualifying 
security. 

History: Subsec. 118.1(14) added by 1998, c. 19, subsec. 22(7), 
applicable to gifts made after July 1997. 


(15) Death of donor — If, but for this subsection, 
an individual would be deemed by subsection (13) to 
have made a gift after the individual’s death, for the 
purpose of this section the individual is deemed to 
have made the gift in the taxation year in which the 
individual died, except that the amount of interest 
payable under any provision of this Act is the 
amount that it would be if this subsection did not ap- 
ply to the gift. 

Related Provisions: 118.1(4) — Carryback of gift made in year 


of death; 152(4)(b)(vi) — Three-year extension to reassessment pe- 
riod; 161(1) — Imposition of interest on late payments of tax. 


History: Subsec. 118.1(15) added by 1998, c. 19, subsec. 22h), 
applicable to gifts made after July 1997. 


(16) Loanbacks — For the purpose of this section, 
where 


(a) at any particular time an individual makes a 
gift of property, 

(b) if the property is a non-qualifying security of 
the individual, the gift is an excepted gift, and 
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(c) within 60 months after the particular time 


(i) the donee holds a non-qualifying security 
of the individual that was acquired by the do- 
nee after the time that is 60 months before the 
particular time, or 


(ii) where the individual and the donee do not 
deal at arm’s length with each other, 


(A) the individual or any person or part- 
nership with which the individual.does not 
deal at arm’s length uses property. of the 
donee under an agreement that was made 
or modified after the time that is 60 
months before the particular time, and 


(B) the property was not used in the carry- 
ing on of the donee’s charitable activities, 


the fair market value of the gift is deemed to be that 
value otherwise determined minus the total of -all 
amounts each of which is the fair market value of the 
consideration given by the donee to so acquire a 
non-qualifying security so held or the fair market 
value of such a property so used, as the case may be. 
Related Provisions: 110.1(6)— Application of subsec. 
118.1(16) to corporation; 118.1(17) — Ordering rule; 118.1(18) — 
Definition of non-qualifying security; 152(4)(b)(vi) — Three-year 
extension to reassessment period. ae g 
History: Subsec. 118.1(16) added by 1998, c. 19, subsec. 22(7), 
applicable where 

(a) a non-qualifying security referred ‘to in subpara. 

118.1(16)(c)@) is acquired after July 1997; or 


(b) property referred to in subpara. 118.1(16)(c)(ii) has begun to 
be used after July 1997, 


(17) Ordering rule — For the purpose of applying 
subsection (16) to determine the fair market value of 
a gift made at any time by a taxpayer, the fair market 
value of consideration given to acquire property de- 
scribed in subparagraph (16)(b)(i) or of property de- 
scribed in subparagraph (16)(b)(ii) is deemed to be 
that value otherwise determined minus any portion 
of it that has been applied under that subsection to 
reduce the fair market value of another gift made 
before that time by the taxpayer. 


Related Provisions: 
118.1017) to corporation. 


History: Subsec. 118.1(17) added by 1998, c. 19, subsec. 22(7), 
applicable after July 1997, 


110.1(6) — Application of subsec. 


(18) Non-qualifying security defined — For the 
purposes of this section, “non-qualifying security” of 
an individual at any time means | 


(a) an obligation (other than an obligation of a fi- 
nancial institution to repay an amount deposited 
with the institution or an obligation listed on a 
prescribed stock exchange) of the individual or 
the individual’s estate or of any person or part- 
nership with which the individual or the estate 
does not deal at arm’s length immediately after 
that time; 


(b) a share (other than a share listedon’a pre- 
scribed stock exchange) of the capital stock of a 
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corporation with which the individual or the es- 
tate does not deal at arm’s length immediately af- 
ter that time; or 


(c) any other security (other than a security listed 
on a prescribed stock exchange) issued by the in- 
dividual or the estate or by any person or partner- 
ship with which the individual or the estate does 
not deal at arm’s length immediately after that 
time. 
Related Provisions: 110.1(6)— Application of subsec. 


118.1(18) to corporation; 118. nhs camr einai of “financial 
institution’. 


History: Subsec. 118.1(18) added By 1998, c. 19, subsec. 22(7), 
applicable after July 1997. 


(19) Excepted gift — For the purposes of this sec- 
tion, a gift made by a taxpayer is an excepted gift if 


(a) the security is a share; 
(b) the donee is not a private foundation; 


(c) the taxpayer deals at arm’s length with the do- 
nee; and 


(d) where the donee is a charitable organization 
or a public foundation, the taxpayer deals at 
arm’s length with each director, trustee, officer 
and like official of the donee. 


Related Provisions: 110.1(6)— Application of  subsec. 
118.1(19) to corporation; 251(1) — Meaning of arm’s length. 


History: Subsec. 118.1(19) added by 1998, c. 19, subsec. 22(7), 
applicable to gifts made after July 1997. 


(20) Financial institution defined — For the 
purpose of subsection (18), “financial institution” 
means a corporation that is 


(a) a member of the Canadian Payments Associa- 
tion; or 


(b).a credit union that is a shareholder or member 
of a body corporate or organization that is a cen- 
tral for the purposes of the Canadian Payments 
Association Act. 


Related Provisions: 
118.1(20) to corporation. 


History: Subsec. 118.1(20) added by 1998, . c. 19, subsec. 22(7), 
applicable after July 1997. 


Pre-RSC History [s. 118.1]: S. 118.1 added by 1988, c. 55, s. 92, 
applicable to 1988 et seg. except that for the purpose of applying s. 
118.1, gifts made before 1984 shall not be included in an individ- 
ual’s “total charitable gifts”, “total Crown gifts”, or “total cultural 
gifts” where the individual deducted an amount for the 1983 taxa- 
tion year under para: 110(1)(d) as it read for the 1983 taxation year. 


Selected Cases [s. 118.1]: Beaudry v. R., [1998] 1 C.T.C. 2041 
(TCC) (No deduction where recipient ney intermediary for non- 
eligible donee). 


Definitions [s. 118.1]: “adjusted cost base” — 54, 248(1); 
“amount”, “appropriate percentage” — 248(1); “arm’s length” 
251(1); “business” — 248(1); “Canada” — 255; “capital prop- 
erty” — 54, 248(1); “charitable organization” — 149,1(1) [techni- 
cally does not apply to 118.1]; “cost amount” — 248(1); “credit 
union” — 137(6), 248(1); “depreciable property” — 13(21), 248(1); 
“employment” — 248(1); “excepted gift” — 118.1019); “fair mar- 


110.1(6) — Application of subsec. 


Iltndexed by s. 117.1 after 1988. 
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ket value” — 118.1(13); “financial institution” — 118.1(20); “fiscal 
; “individual”, “inventory”, “Minister” — 


248(1); “non-qualifying security” — 118.1(18); “non-resident” — 
248(1); “officer” — 248(1) [under “office”’]; “person”, “‘pre- 
scribed” — 248(1); “private foundation” — 149.1(1), 248(1); 


“property” — 248(1); “province” — Interpretation Act 35(1);.“‘pub- 
lic foundation” — 149.1(1), 248(1); “registered Canadian amateur 
athletic association”, “registered: charity” — 248(1); “resident in 
Canada” — 250; “share”, “shareholder” — 248(1); “tax payable” — 
248(2); ; “taxable income” — 
2(2), 248(1); “taxation year” — 249; “taxpayer” — 248(1); “total 
charitable gifts”, “total Crown gifts”, “total cultural gifts”, “total 
ecological gifts”, “total gifts” — 118.1(1); “writing” — Interpreta- 
tion Act 35(1). 


Interpretation Bulletins [s. 118.1]: IT-86R: Vow of perpetual 
poverty; IT-110R2: Deductible gifts and official donation receipts; 
IT-111R2: Annuities purchased from charitable organizations; IT- 
151R4: Scientific research and experimental development expendi- 
tures; IT-171R2: Non-resident individuals — computation of taxa- 
ble income earned in Canada and non-refundable tax credits; IT- 
226R: Gift to a charity of a residual interest in real property or an 
equitable interest in a ‘trust; IT-244R3: Gifts by individuals of life 
insurance policies as charitable donations; IT-326R3: Returns of de- 
ceased persons as “another person”; IT-393R2: Election re tax on 
rents and timber royalties — non-residents. 


29 66, 


29 66. 


information Circulars [s. 118.1]: 75-23: Tuition fees and chari- 
table donations paid to privately supported schools; 80-10R: Oper- 
ating a registered charity; 84-3R4: Gifts in right of Canada; 92-3: 
Guidelines for refunds beyond the normal three year period. 


118.2 (1) Medical expense credit — For the pur- 
pose of computing the tax payable under this Part by 
an individual for a taxation: year, there may be de- 
ducted an amount determined by the formula 


A (B-C)-D 
where 
A is the appropriate percentage for the year; 


Bis the total of the individual’s medical expenses 
that are proven by filing receipts therefor with the 
Minister, that were not included in determining 
an amount under this subsection or subsection 
122.51(2) for a preceding taxation year and that 
were paid by either the individual or the individ- 
ual’s legal representative, 


(a) where the individual died in the year, 
within any period of 24 months that includes 
the day of death; and 


(b) in any other case, within any period of 12 
months ending in the year; 


C is the lesser of $1,500!! and 3% of the individ- 
ual’s income for the year; and 


D is 68% of the total of all amounts each of which 
is the amount, if any, by which 


(a) the income for ‘the year of a person (other 
than the individual and the individual’s 
spouse) in respect of whom an amount is in- 
cluded in computing the individual’s deduc- 
tion under this section for the year 
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exceeds 


(b) the amount used under paragraph [(c)] of 
the description of B in subsection 118(1) for 
the year. 


Related Provisions: 110.7(1)— Residing in prescribed zone; 
117.1(1) — Indexing for inflation; 1 18.95(a) — Application in year 
individual becomes bankrupt; 122.51 — Refundable credit of up to 
$500; 257 — Formula cannot calculate to less than zero. See addi- 
tional Related provisions and Definitions at end of s. 118.2. 


History: The. opening words of. the description of B in 118.2(1) 
amended by 1998, c. 19, subsec. 23(1), applicable to 1997 et seq. 
The opening words formerly read: 


Bis the total of the individual’s medical expenses that are 
proven by filing receipts therefor with the Minister, that 
were not included in determining a deduction for medical _ 
expenses for a preceding taxation year and that were paid 
by either the individual or the individual’s legal 
representative 


Syubsec. 118.2(1) substituted by 1994, c. 7, Sch. VII (1992, c. 48), 
subsec. 9(1), applicable to 1993 et seg. Subsec. (1) formerly read: 


118.2 (1) Medical expense credit — For the purpose of 
computing the tax payable under this Part by an individual for 
a taxation year, there may be deducted an amount determined 
by the formula 


A X(B=C) 
where - 
A is the appropriate percentage for the year; 


B is the total of the individual’s medical expenses that are 
proven by filing receipts therefor with the Minister, that 
were not included in determining a deduction for medical 
expenses for a preceding taxation year and that were paid 
by either the individual or the individual’s legal 
representative, 

(a) where the individual died in the year, within any 
period of 24 months that includes the day of death, 
and 
(b) in any other case, within any period. of 12 months: 
ending in the year; and 
C is the lesser of $1,500! 1 and 3% of the individual’s.in- 
come for the year. 

Selected Cases: Watt v..R., [1997] 2 C.T.C; 2651 (TCC) (Re- 

ceipts required for subsection 118.2(1) expenses; for subsection 

118.2(4) deemed expenses, taxpayer need only show expenses were 

reasonable). 

Interpretation Bulletins: IT-171R2: Non-resident individuals — 

computation of taxable income earned in Canada and non-refund- 

able tax credits; IT-393R2: Election re tax on rents and timber roy- 
alties — non-residents; IT-519R2: Medical expense and disability 
tax credits and attendant care expense deduction. 

Information Circulars: 92-3: Guidelines for refunds beyond the 

normal three: year period. 


(2) Medical expenses — For the purposes of sub- 
section (1), a medical expense of an individual is an 
amount paid 


(a) to a medical practitioner, dentist or nurse or a 
public or licensed private hospital’ in respect of 
medical. or dental services provided to a person 
(in this subsection referred to as the “patient’’) 
who is the individual, the individual’s Spouse or a 


l lindexed by s. 117.1 after 1988. 
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dependant of the individual (within the meaning 
assigned by subsection 118(6)) in. the. taxation 
year in which the expense was incurred; 


(b) as remuneration for one full-time attendant 
(other than a person-who, at the time the remu- 
neration is paid, is the individual’s spouse or is 
under 18 years of age) on, or for the full-time 


care in a nursing home of, the patient in respect 


of whom an amount would, but for paragraph 
118.3(1)(c), be deductible under section 118.3 in 
computing a taxpayer’s tax payable under this 
Part for the taxation year in which the expense 
was incurred; = 


(b.1) as remuneration for attendant care provided 


in Canada to the patient if 


(1) the patient is a person in respect of whom 
an amount may be deducted under section 
118.3 in computing a taxpayer’s. tax payable 
under this Part for the taxation year in which 
the expense was incurred, 


(ii) no amount is included under section 63 or 
64 or paragraph (b), (c), (d) or (e) in comput- 
ing a deduction claimed in respect of the pa- 
tient for the taxation year in which the remu- 
neration was paid, 


(iii) at the time the remuneration is paid, the 
attendant is neither the individual’s spouse nor 
under 18 years of age, and 


(iv) each receipt filed with the Minister to 
prove payment of the remuneration was issued 
by the payee and contains; where the payee is 
an individual, that individual’s Social Insur- 
ance Number, 


to the extent that the total of amounts so paid 
does not exceed $10,000 (or $20,000 if the indi- 
vidual dies in the year); 


(c) as remuneration for one full-time attendant 
upon the patient in a self-contained domestic es- 
tablishment in which the patient lives, if 


(i) the patient is, and has been certified by a 
medical practitioner to be, a person who, by 
reason of mental or physical infirmity, is and 
is likely to be for a long-continued period of 
indefinite duration dependent on others for the 
patient’s personal needs and care and who, as 
a result thereof, requires a full-time attendant, 


(ii) at the time the remuneration is paid, the 
attendant is neither the individual’s spouse nor 
under 18 years of age, and 


(iit) each receipt filed with the Minister to 
prove payment of the remuneration was issued 
by the payee and contains, where the payee is 
an individual, that individual’s Social Insur- 
ance Number; 
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(d) for the full-time care in a nursing home of the 
patient, who has been certified by a medical prac- 


titioner to be a person who, by reason of lack of 


normal mental capacity, is and in the foreseeable 
~ future will continue to be dependent on others for 
the patient’s personal needs and care; 


(e) for the care, or the care and training, at a 
school, institution or other place.of the patient, 
who has been certified by an appropriately quali- 
fied person to be a person who, by reason of a 
physical or mental handicap, requires the equip- 
ment, facilities or personnel specially provided 
by that school, institution or other place for the 
care, or the care and training, of individuals suf- 
fering from the handicap suffered by the patient; 


(f) for transportation by ambulance to or from a 
public or licensed private hospital for the patient; 


(g) to a person engaged in the business of provid- 
ing transportation services, to the extent that the 
payment is made for the transportation of 


(i) the patient, and 


(ii) one individual who accompanied the pa- 
tient, where the patient was, and has been cer- 
tified by a medical practitioner to be, incapa- 
ble of travelling without the assistance of an 
attendant 


from the locality where the patient dwells to a 
place, not less than 40 kilometres from that local- 
ity, where medical services are normally pro- 
vided, or from that place to that locality, if 


(iii) substantially equivalent medical services 
_are not available in that locality, 


(iv) the route travelled by the patient is, hav- 
- ing regard to the circumstances, a reasonably 
direct route, and 


(v) the patient travels to that place to obtain 
medical services for himself or herself and it 
is reasonable, having regard to the circum- 
stances, for the patient to travel to that eee 
to obtain those services; 


(h) for reasonable travel expenses (other than ex- 
penses described in paragraph (g)) incurred in re- 
spect of the patient and, where the patient was, 
and has been certified by a medical practitioner to 
be, incapable of travelling without the assistance 
of an attendant, in respect of one individual who 
accompanied the patient, to obtain medical ser- 
vices in a place that is not less than 80 kilometres 
from the locality where the patient dwells if the 
circumstances described in subparagraphs (g)(ii1), 
(iv) and (v) apply; 

(i) for or in respect of an artificial limb, iron lung, 
rocking bed for poliomyelitis victims, wheel 
chair, crutches, spinal brace, brace for a limb, 
iliostomy or colostomy pad, truss for hernia, arti- 
ficial eye, laryngeal speaking aid, aid to hearing 
or artificial kidney machine, for the patient; 
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(i.1) for or in respect, of diapers, disposable 
briefs, catheters, catheter trays, tubing or other 
products required by the patient by reason of in- 
continence caused by illness, injury or affliction; 


(j) for eye glasses or other devices for the treat- 
ment or correction of a defect.of vision of the pa- 
tient as prescribed by a medical practitioner or 
optometrist; 


(k) for an oxygen tent or other equipment neces- 
sary to administer oxygen or for insulin, oxygen, 
liver extract injectible for pernicious anaemia or 
vitamin B12 for pernicious anaemia, for use by 
the. patient as DIGS RS ‘by a> medical 
practitioner; 


(1) on behalf of the patient who is blind or pro- 


. foundly deaf or has a severe and prolonged im- 


pairment that markedly restricts the use of the pa- 
tient’s arms or legs, 


(i) for an animal specially trained to assist the 

patient in coping with the impairment and 

provided by a person or organization one of 

whose main purposes is such training of 
animals, 


(ii) for the care and maintenance of such an 
animal, including food and veterinary care, 


(iii) for reasonable travel expenses of the pa- 
tient incurred for the purpose of attending a 
school, institution or other facility that trains, 
in the handling of such animals, individuals 
who are so impaired, and 


(iv) for reasonable board and lodging ex- 
penses of the patient incurred for the purpose 
of the patient’s full-time attendance at a 
school, institution or other facility referred to 
in subparagraph (iii); 


(1.1) on behalf of the patient who requires a bone 
marrow or organ transplant, 


(i) for reasonable expenses (other than. ex- 

penses described in subparagraph (ii)), includ- 

ing legal fees and insurance premiums, to lo- 

cate a compatible donor and to arrange for the 
- transplant, and 


(ii) for reasonable travel, board and lodging 
expenses (other than expenses described in 
paragraphs (g) and (h)) of the: donor (and one 
other person who accompanies the donor) and 
the patient (and one other person who. accom- 
panies the patient) incurred in respect of the 
transplant; 


(1.2) for reasonable expenses relating to renova- 
tions or alterations to a dwelling of the patient 
who lacks normal physical development or has a 
severe and prolonged mobility impairment, to en- 
able the patient to gain access to, or to be mobile 
or functional within, the dwelling; 


(1.3) for reasonable expenses relating to rehabili- 
tative therapy, including training in lip reading 
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and sign language, incurred to adjust for the pa- 
tient’s hearing or speech loss; 


(1.4) on behalf of the patient who has a speech or 
hearing impairment, for sign language interpreta- 
tion services, to the extent that the payment is 
made to a person engaged in the business of pro- 
viding such services; 


(1.5) for reasonable moving expenses (within the 
meaning of subsection 62(3), but not including 
any expense deducted under section 62 for any 
taxation year) of the patient, who lacks normal 
physical development or has a severe and pro- 
longed mobility impairment, incurred for the pur- 
pose of the patient’s move to a dwelling that is 
more accessible by the patient or in which the pa- 
tient is more mobile or functional, if the total of 
the expenses claimed. under this paragraph by all 
persons in respect of the move does not exceed 
$2,000; 


(1.6) for reasonable expenses relating to altera- 
tions to the driveway of the principal place of res- 
idence of the. patient who has a severe and pro- 
longed mobility impairment, to facilitate the 
patient’s access to a bus; 


(1.7) for a van that, at the time of its acquisition or 
within 6 months after that time, has been adapted 
for the transportation of the patient who requires 
the use of a wheelchair, to the extent. of the lesser 
of $5,000 and 20% of the amount by which 


(i) the amount paid for the acquisition of the 
van 


exceeds 


(ii) the portion, if any, of the amount referred 
to in subparagraph (i) that is included because 
of paragraph (m) in computing the individ- 
ual’s deduction under this section for any tax- 
ation year; S21 


(m) for any device or equipment for use by the 
patient that ) 


(1) is of a prescribed kind, 
(ii) is prescribed by a medical practitioner, 


(iii) is not described in any other paragraph of 
this subsection, and 


(iv) meets such conditions as may be pre- 
scribed as to its use or’the reason for its 
acquisition, ; 


to the extent that the amount so paid does not ex- 
ceed the amount, if any, prescribed in respect of 
the device or equipment; 


(n) for drugs, medicaments or other preparations 
or substances (other than those described in para- 
graph (k)) manufactured, sold or represented for 
use in the diagnosis, treatment or prevention of a 
disease, disorder, abnormal physical state, or the 
symptoms thereof or in restoring, correcting or 
modifying an organic function, purchased for use 
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by the patient as prescribed by a medical practi- 
tioner or dentist and as recorded by a’ pharmacist: 


(0) for laboratory, radiological or other diagnostic 
procedures or services together with necessary in- 
terpretations, for maintaining health, preventing 
disease or assisting in the diagnosis or treatment 
of any injury, illness or disability, for the patient 
as prescribed by a medical practitioner or dentist; 


(p) to a person authorized under the laws of a 
province to carry on the business of a dental 
mechanic, for the making or repairing of an upper 
or lower denture, or for the taking of impressions, 
bite registrations and insertions in respect of the 
making, producing, constructing and furnishing 
of an upper or lower denture, for the patient; or 


(q) as a premium, contribution or other considera- 
tion to a private health services plan in respect of 
one or more of the’ individual, the individual’s 
spouse and any member of the individual’s 
household with whom the individual is connected 
by blood relationship, marriage or adoption. 


Related Provisions: 20(1)(qq), (rr) — Business deduction for 
disability-related modifications to buildings and disability-related 
equipment; 63(3)“child care expense”(d) — Medical expenses are 
not child care expenses; 64 Deduction for part-time attendant 
care; 110.7(3) — Residing in prescribed . zone — restriction; 
118.2(3) — Deemed medical expense;. 118:2(4) — Use of own ve- 
hicle for transportation under (2)(g); 118.3(2) — Dependant having 
impairment; 252(4)(a) — Extended meaning of “spouse”. See addi- 
tional Related provisions and Definitions at end of s. 118.2. 
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History: The closing words of para. 118.2(2)(b.1) amended, paras. 
118.2(2)(1.4) to (1.7) and the closing words to para. 118.2(2)(m)ad- 

ded, by 1998, c. 19, subsecs. 23(1.1)—(3), applicable to 1997 et seq. 
The closing words of para. (b.1) formerly read: 


to the extent that the total of amounts so paid does not exceed 
$5,000 (or $10,000 where the individual died in the year); 


Para. 118.2(2)(1.3) added by 1994, c. 7, Sch. VIII (1993, C. 24), sub- 
sec. 54(1), applicable to 1992 et seq. 


Para. 118.2(2)(a) substituted by 1994, c. 7, Sch. VII (1992, c. 48), 
subsec. 9(2), applicable to 1993 et seq. Para. (a) formerly, read: 


(a) to a medical practitioner, dentist or nurse or a‘ public or 
licensed private hospital in respect of medical or dental ser- 
vices provided to a person (in this subsection referred to as 
the “patient”) who is the individual, the individual’s spouse 
or any dependant in respect of whom the individual may de- 
duct an amount under section 118 from tax payable under this 
Part by the individual for re taxation year in vibich the ex- 
“pense was incurred; 


Paras. 118:2(2)(b), (b.1) substituted for para. (b) by 1994, c. 7, Sch. 
II (1991, c. 49), subsec. 89(1), applicable to expenses incurred after 
1990. Para 118.2(2)(b) formerly read: 


(b) as remuneration for one full-time attendant on, or for the 
full-time care in a nursing home of, the patient. who has a 
severe and prolonged mental or physical impairment that has 
been certified as such in prescribed form by a medical practi- 
tioner or, where the impairment is an impairment of sight, by 
a medical practitioner or an optometrist; 


Subparas. 118.2(2)(c)(ii), (iii) substituted by 1994, c. 7, Sch. II 
(1991, c. 49), subsec. 89(2), applicable to expenses incurred after 
1990. Subparas: (c)(1i), (iii) formerly read: © 


(ii) the attendant is not 


(A) a person in respect of whom the individual or the in- 
dividual’s spouse deducts an amount under section 118 
from tax payable under this Part by the individual for the 
taxation year in which the remuneration 1s paid, or 


(B) at the time the remuneration is paid, under 18 years 
of age and connected with the individual or the individ- 
ual’s spouse by blood relationship, marriage or adoption, 
and 


(iii) each receipt filed with the Minister to prove payment of 
the remuneration contains the Social Insurance Number of the 
person ‘who issued the receipt; 


Para. 118.2(2)(h) substituted by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 89(3), applicable to 1988 et seg. Para. 118.2(2)(h) formerly 
read: 


(h) for reasonable travel expenses (other than expenses de- 
scribed in paragraph (g)) incurred in respect of the patient 
(who was, and has been certified by a medical practitioner to 
be, incapable of travelling without the assistance of an attend- 
ant) and one individual who accompanied the patient to ob- 
tain medical services in a place that is not less than 80 
kilometres from the locality where the patient dwells if the 
circumstances described .in subparagraphs (g)(iii) to (v) 
apply; 
Paras. 118.2(2)(i), (1.1) substituted for para. (i) and paras. (1), (1.2) 
substituted by 1994, c. 7, Sch. II (1991, c. 49), subsecs. 89(4), (5), 
(7), applicable to expenses incurred after 1990. Paras. (1), (1), (1.2) 
formerly read: 


(i) for or in respect of an artificial limb, iron lung, rocking 
bed for poliomyelitis victims, wheel chair, crutches, spinal 
brace, brace for a limb, iliostomy or colostomy pad, cloth 
diapers.or disposable briefs for use by persons who are incon- 
tinent by reason of illness, injury or affliction, truss for her- 
nia, artificial eye, laryngeal speaking aid, aid to hearing or 
artificial kidney machine for the patient; 
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(1) on behalf of the patient who is totally blind or profoundly 
deaf, 


(i) for a dog trained to guide or assist a blind or deaf per- 
son and provided by a person or organization one of 
whose main purposes is the training of such dogs, 


(ii) for the care and maintenance of such a dog, including 
food and veterinarian care, 


(ii1) for reasonable travel expenses of the patient incurred 
in travelling to and from a school, institution or other 
place that trains blind or deaf persons in the handling of 
such dogs, and 


(iv) for reasonable pad and lodging expenses of the pa- 
tient incurred while the patient is required to live away 
from the patient’s ordinary place of residence because the 
patient is in full-time attendance at a school, institution or 
other place that trains blind or deaf persons in the han- 
dling of such dogs; 


(1.2) for reasonable expenses relating to modifications to. a 
dwelling of the patient, who lacks normal physical develop- 
ment or is necessarily confined to a wheelchair for a long- 
continued period of indefinite duration, to enable the patient 
to be mobile and functional within the dwelling; 


Para. 118.2(2)(m) substituted by 1994, c. 7, Sch. If (1991, c. 49), 
subsec. 89(8). Para. 118.2(2)(m) formerly read: 


(m) for any device or equipment, not described in any other 
paragraph of this subsection, of a prescribed kind, for use by 
the patient as. prescribed by a medical practitioner; 


Pre-RSC History: Paras. 118.2(2)(1.1), (1.2) added by 1990, c. 39, 
s. 25, applicable to 1988 ef seq. 


Selected Cases: Revusky v. R., [1997] 2 C.T.C. 2443 (TCC) 
(Certification valid even though issued after travel had occurred). 


Regulations: 5700 (prescribed device or equipment, for 
118.2(2)@n)). 


Interpretation Bulletins: IT-339R2: Meaning of “private health 
services plan”; IT-393R2: Election re tax on rents and timber royal- 
ties — non-residents; IT-519R2: Medical expense and disability tax 
credits and attendant care expense. deduction. 


Information Circulars: 82-2R2: SIN legislation that relates to the 
preparation-of information slips (re 118.2(2)(b.1)(iv), (c)(@ii)). 


(3) Deemed medical expense — For the pur- 

poses of subsection (1), 
(a) any amount included in computing an individ- 
ual’s income for a taxation year from an office or 
employment in respect of a medical expense de- 
scribed in subsection (2) paid or provided by an 
employer ata particular time shall be deemed to 
be a medical expense paid by the individual at 
that time; and 


(b) there shall not be included as a medical ex- 
pense of an individual any expense to the extent 
that 
(1) the individual, 
(ii) the person referred to in subsection (2) as 
the patient, 
(iii) any person related to a person referred to 
in subparagraph (i) or (ii), or 
(iv). the legal representative of any person re- 
ferred to in any of subparagraphs (1) to (iit) 
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is entitled to be reimbursed for the expense, ex- 
cept to the extent that the amount of the reim- 
bursement is required to be included in comput- 
ing income and. is not deductible in computing 
taxable income. 


Related Provisions: 251(2) — Related persons. 


History: Para. 118.2(3)(b) amended by 1998, c. 19, subsec. 23(4), 
applicable to 1997 et seg. Para. 118.2(3)(b) formerly read: 


(b) there shall not be included as a medical expense of an 
individual any expense for which the individual, the person 
referred to in subsection (2) as the patient or the legal repre- 
sentative of either of them has been or is entitled to be reim- 
bursed, except to the extent that the amount ‘thereof is re- 
quired to be included in computing income under this Part 
and cannot be deducted in computing taxable income. 


Para. 118.2(3)(b) amended by 1994, c. 7, Sch, VIII (1993, c. 24), 
subsec. 54(2), applicable to 1992 er seq. Para. (b) formerly read: 


(b) there shall not be included as a medical expense of an 
individual any expense for which the individual or the indi- 
vidual’s legal representative has been or is entitled to be re- 
imbursed, except to the extent that its amount is required to 
be included in computing the individual’s income under this 
Part. 


Interpretation Bulletins: IT-339R2: Meaning of “private health 
services plan”; IT-393R2: Election re tax on rents and timber royal- 
ties — non-residents; IT-519R2: Medical expense and disability tax 
credits and attendant care expense deduction. 


(4) Deemed payment of medical expenses — 
Where, in circumstances in which a person engaged 
in the business of providing transportation services is 
not readily available, an individual makes use. of.a 
vehicle for a purpose described in paragraph (2)(g), 
the individual or the individual’s legal representative 
shall be deemed to have paid to a person engaged in 
the business of providing transportation services, in 
respect of the operation of the vehicle, such amount 
as 1s reasonable in the circumstances. 


Selected Cases [subsec. 118.2(4)]: Watt v. R., [1997] 2 C.T.C. 
2651 (TCC) (Receipts required for subsection 118.2(1) expenses; 
for subsection 118.2(4) deemed expenses, taxpayer need only show 
expenses were reasonable). 


Related Provisions [s. 118.2]: 117(1) — Tax payable under this 
Part; 118.3 — Mental or physical impairment; 118.4(1) — Severe 
and prolonged impairment; 118:4(2) — Reference to medical practi- 
tioner; 118.91 — Individual resident.in Canada for part of the year; 
118,92 — Ordering of credits; 118.93 — Credits in separate returns; 
118.94 — Computing tax payable by a non-resident individual. 


Pre-RSC History [s. 118.2]: S. 118.2 added by 1988, c. 55, s. 92, 
applicable to 1988 er.seq. See former 110(1)(c). 


Definitions [s. 118.2]: “amount”, “appropriate percentage’, “‘bus- 
iness” — 248(1); “carrying on business” ore 2235 soentist. -— 
118.4(2);°“employment”, “individual”, “legal representative” — 
248(1); “marriage” —252(4)(b): “medical practitioner” — 
118.4(2); “Minister” — 248(1): “nurse” — 118.4(2); “office” — 
248(1); “optometrist” — 118.4(2); “patient” — 118.2(2)(a); “per- 
son”, “prescribed”, “private health services plan” — 248(1); “prov- 
ince” — Interpretation Act 35(1); “related” — 251(2) “resident in 
Canada” — 250; “self-contained domestic establishment” — 
248(1); “spouse” — 252(4)(a); “tax payable” — 248(2); “taxation 
year” — 249» “taxpayer” —248(1). 


Interpretation Bulletins: IT-326R3: Returns of deceased persons 
as “another person”; IT-518R: Food, beverages and entertainment 
expenses. 
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118.3 (1) Credit for mental or physical impair- 
ment — Where 


(a) an individual has a severe and prolonged. 
mental or physical impairment, ae 

(a:1) the effects of the impairment are such that 
the individual’s ability to perform a basic activity . 
of daily living is markedly restricted, ia 


(a.2) in the case of a 
(i) a sight impairment, a medical doctor or an’ 
optometrist, 

(ii) a hearing impairment, a medical doctor or 
an audiologist, and ee 
(ili) an impairment not referred to in subpara- 
graph (i) or (ii), a medical doctor a6 
has certified in prescribed form that the impair- 
ment is a severe and prolonged mental or physi-. 

cal impairment the effects of which are. such, that . 

the individual’s ability to perform a basic activity: 

of daily living is markedly restricted, 


(b) the individual has filed for a taxation ‘year 
with the Minister the certificate described in par- 
agraph (a.2), and eli aeue 
(c) no amount in respect of remuneration for an 
attendant or care in a nursing home, in respect of 
the individual, is included in calculating a deduc-» 
tion under section 118.2 (otherwise than because 
of paragraph 118.2(2)(b.1)) for the year. by the in- 
dividual or by any other person, pid) 298" 
for the purposes of computing the tax payable under 
this Part by the individual for the year, there may be 
deducted an amount determined by the formula 
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A x $4,118!5 
where 
A is the appropriate percentage for the year. 
Related Provisions: 108(1)— Preferred beneficiary election 
available after 1995 only to beneficiary with severe and prolonged 
impairment; .117.1(1) — Indexing for inflation;, 118.6(3) — Educa- 
tion credit for disabled individuals; 118.95(b) — Application in 
year individual becomes bankrupt. 


History: Para. 118.3(1)(a.2) amended by 1998, c. 19, s. 24, appli- 
cable to certifications made after February 18, 1997. Para. 
118:3(1)(a.2) formerly read: 


(a.2) a medical doctor, or where the impairment is an impair- 
ment of sight, a medical doctor or an optometrist, has certi- 
fied in prescribed form that the individual has a severe and 
prolonged mental or physical impairment the effects of which 

are such that the individual’s ability to perform a basic activ- 
ity of daily living is markedly restricted, 


Subsec. -118.3(1) substituted by 1994, c. 7, Sch. II (1991, c. 49), 
subsecs. 90(1), (3), applicable to 1991 ef seg. Subsec. 118.3(1) for- 
merly read: 


118.3 (1) Credit for mental or physical impairment — 
.; Where = © 


(a) an individual has a severe and prolonged mental or 
physical impairment that has’ been certified as such in 
prescribed form by a medical practitioner or, where the 
impairment is .an impairment of sight, by a medical prac- 
‘titioner or an optometrist, 


(b) the individual has filed for a taxation year with the 
Minister the certificate described in paragraph (a), and 


(c);no amount in respect of remuneration for an attend- 
ant, or care in a nursing home, by reason of the mental or 
physical impairment of the individual is included in cal- 
culating a deduction under subsection 118.2(1) for the 
year by the individual or by any other person, 


for the. purposes. of computing the tax. payable under this Part 
by the individual for the year, there may be deducted an 
amount determined by the formula 


| A x $3,236! ! 
where 


A is the appropriate percentage for the year. 


Selected Cases [Subsec. 118.3(1)]: Lowe v. Canada, [1995] | 
C.T.C. 2392 (TCC) (Colostomate did not qualify for credit) ; 
Brookshaw v. Canada, [1994] 2 C.T.C. 2360 (TCC) (Crohn’s dis- 
ease qualified for credit). 


Interpretation Bulletins: Sce list at end of s. 118.3. 


Information Circulars: 92-3: Guidelines for refunds beyond the 
normal three year. period. 


Forms: T2201: Disability tax credit certificate. 


(2) Dependant having impairment — Where 


(a) an individual has, in respect of a person (other 
than a person in respect of whom the person’s 
spouse deducts for the year an amount under sec- 
tion 118. or. 118.8) who is resident in Canada at 
any time in a taxation year and who is entitled to 
deduct. an amount under subsection.(1). for the 


I lfndexed by s. 117.1 after 1988. 


'SIndexed by s. 117.1 after 1991. 
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year, claimed for the year a deduction under sub- 
section 118(1) because of 


(i) paragraph (b) of the description of B in 
subsection 118(1), or 


(ii) paragraph (d) of the description of B in 
subsection 118(1) where that person is the in- 
dividual’s child or grandchild, 


or, where that person is the individual’s parent, 
grandparent, child or grandchild, could have 
claimed such a deduction if the individual were 
not married and that person had no income for 
the year and had attained the age of 18 years 
before the end of the year, and 


(b) no amount in respect of remuneration for an 
attendant, or care in a nursing home, because of 
that person’s mental or physical impairment, is 
included in calculating a deduction under section 
118.2 (otherwise than under paragraph 
118.2(2)(b.1)) for the year by the individual or by 
any other person, 


there may be deducted, for the purpose of computing 
the tax payable under this Part by the individual for 
the year, the amount, if any, by which 


(c) the amount deductible under subsection (1) in 
computing that person’s. tax payable under this 
Part for the year 


exceeds 


(d) the amount of that person’s tax payable under 
this Part for the year computed before any deduc- 
tions under this Division (other than sections 118 
and 118.7). 


Related Provisions: 118.8 — Transfer of disability credit to 
spouse; 118.95(b) — Application in year civ scua becomes bank- 
rupt; 252(4)(a) — Extended meaning of “spouse”. 


History: Subparas. 118.3(2)(a)G) and (1i) amended by 1997, c. ey 
s. 27, applicable April 25, 1997. Subparas. (a)(i) and (ii) formerly 
read: 


(i) paragraph 118(1)(b), or 


(ii) paragraph 118(1)(d) where that person is the individual’s 
child or grandchild, 


The closing words of para. 118.3(2)(a) substituted by 1994, c. 21, s. 
53, applicable to 1993 et seg. The closing words formerly read: 


or,.where that person is the individual’s parent, grandparent, 
child or grandchild, could have claimed. such a deduction if 
the individual were not married and. that, person had no in- 
come for the year, and 


Para. 118.3(2)(b) amended by 1994, c. 7, Sch. VII (1993, c. 24), s. 
55, applicable to 1991 et seg. Para. (b) formerly read: 


(b) no amount in respect of remuneration for an attendant, or 
care in a nursing home, by reason of that person’s mental or 
physical impairment, is included in calculating a deduction 
under subsection 118.2(1) for the year by the individual or by 
any other person, 
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That portion of para. 118.3(2)(a) preceding subpara. (i) substituted 
by 1994, c. 7, Sch. II (1991, c. 49), subsec. 90(2), applicable to 
1988 et seg. That portion formerly read: 


(a) an individual has, in respect of a person who is resident in 
Canada at any time in a taxation year and who is entitled to 
deduct an amount under subsection (1) for the year, claimed 
for the year a deduction under subsection 118(1) by reason of 


Interpretation Bulletins: See list at end of 118.3. 


Information Circulars: 92-3: Guidelines for refunds beyond the 
normal three year period. 


(3) Partial dependency — Where more than one 
individual is entitled to deduct an amount under sub- 
section (2) for a taxation year in respect of the same 
person, the total of all amounts so deductible for the 
year shall not exceed the maximum amount. that 
would be deductible under that subsection for the 
year by an individual in respect of that person if that 
individual were the only individual entitled to deduct 
an amount under that subsection in respect of that 
person, and where the individuals cannot agree as to 
what portion of the amount each can deduct, the 
Minister may fix the portions. 


(4) Department of Human Resources Devel- 
opment — The Minister may obtain the advice of 
the Department of Human Resources Development 
as to whether an individual in respect of whom an 
amount has been claimed under subsection (1) or (2) 
has a severe and prolonged impairment, the effects 
of which are such that the individual’s ability to per- 
form a basic activity of daily living is markedly re- 
stricted, and any person referred to in subsection (1) 
or (2) shall, on request in writing by that Department 
for information with respect to an individual’s im- 
pairment and its effects on the individual, provide 
the information so requested. 


Related Provisions: 162(7) — Penalty for failure to comply with 
request for information. 


History [subsec. 118.3(4)]: Subsec. 118.3(4) amended by 1996, 
c. 11, para. 97(1)(e); to substitute “Department of Human Resources 
Development” for “Department of National Health and Welfare”, in 
force July 12, 1996. 


Subsec. 118.3(4) added by 1994,.c. 7, Sch. II (1991, c..49), subsec. 
90(3), applicable to 1991 et seq. 


Related Provisions [s. 118.3]: 6(16) — Non-taxable disability- 
related employment. benefits; 63(1)(e)Gi)(A)CD,, 63(2)(b)(i)(B), 
63(3)“child care expense”(c)(i)(B) — Higher child care expenses 
deduction for disabled child over 7; 117(1) —Tax payable under 
this Part; 118.2 — Credit for medical expenses; 118.4(1) — Mean- 
ing of severe and prolonged impairment: 118.4(2) — Reference to 
medical practitioner; 118.8 — Transfer of unused credits to spouse; 
118.91 — Individual resident in Canada for part. of the year; 
118.92 — Ordering of credits;,118.93 — Credits in separate returns; 
118.94 — Computing tax payable by a non-resident individual; 
241(4)(a) — Disclosure of taxpayer information. 


Pre-RSC History [s. 118.3]: S. 118.3 added by 1988, c, 55, s. 92, 
applicable to 1988 et seg. See former 110(1)(e). 


Selected Cases [s. 118.3]: Radage v. Canada, [1996] 3 C.T.C. 
2510 (TCC) (Provisions to be construed liberally, humanely and 
compassionately, not narrowly and technically, without ignoring 
narrowness of statutory language); Noseworthy v. Canada, [1996] 2 
C.T.C. 2006 (TCC) (Inability to get out of bed interfered with ordi- 
nary course of life). 
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Definitions [s. 118.3]: “amount”, “appropriate percentage” — 
248(1); “audiologist” — 118.4(2); “Canada” — 255;) “child”. 
252(1); “grandparent” — 252(2); “individual” — 248(1); “markedly 
restricted” — 118.4(1)(b); “married” — 252(4)(c); “medical doc- 
tor” — 118.4(2); “Minister? — 248(1); “optometrist” — 118.4(2); 
“parent” — 252(2); “person”, “prescribed” — 248(1); “pro- 
longed” — 118.4(1)(a); “resident in Canada” — 250; “spouse” — 
252(4)(a); “taxation year” — 249; “writing” — Interpretation Act 
35Qye59 } 
Interpretation Bulletins [s. 118.3]: IT-171R2: Non-resident in- 
dividuals — computation of taxable income earned in Canada and 
non-refundable tax credits; IT-326R3: Returns of deceased persons 
as “another person”; IT-393R2: Election re tax on rents and timber 
royalties — non-residents; IT-495R2: Child care expenses; IT- 
516R2: Tuition tax credit; IT-519R2: Medical expense and disabil- 
ity tax credits and attendant care expense deduction, 


Forms [s. 118.3]: T929: Attendant-care expenses; T2201: Disabil- 
ity tax credit certificate; T2201A: Disability tax «credit 
questionnaire. 


118.4 (1) Nature of impairment — For the pur- 
poses of subsection 6(16), sections 118.2 and 118.3 
and this subsection, __ 


(a) an impairment is prolonged where it has 
lasted, or can reasonably be expected to last, for a 
continuous period of at least 12 months; 


(b) an individual’s ability to perform a basic ac- 
tivity of daily living is markedly restricted only 
where all or substantially all of the time, even 
with therapy and the use of appropriate devices 
and medication, the individual is blind or is una- 
ble (or requires an inordinate amount of time) to 
perform a basic activity of daily living; 
(c) a basic activity of daily living in relation to an 
individual means . 
(i) perceiving, thinking and remembering, 
(i1) feeding and dressing oneself, 


(iil) speaking so as to be understood, in a quiet 
setting, by another person familiar with the 
individual, 


(iv) hearing so as to understand, in a quiet set- 
ting, another person familiar: with. the 
individual, Geka . 
(v) eliminating (bowel or bladder functions), 
or 


(vi) walking; and 


(d) for greater certainty, no other activity, includ- 
ing working, housekeeping or a social. or recrea- 
tional activity, shall be considered as a basic ac- 
tivity of daily living. OT 
History [subsec. 118.4(1)]: Subsec. 118.4(1) substituted by 


1994,.c. 7, Sch. IE:(1991, c. 49), s..91, applicable to 1991 et seq. 
Subsec..118.4(1) formerly read: 


118.4 (1) Nature of impairment — For the purposes of sec- 
tions 63, 118.2 and 118.3, 


(a) a person shall be considered to have a severe and pro- 
longed impairment only if by reason thereof the person is 
markedly restricted in the person’s activities of daily liv- 
ing and the impairment has lasted or can reasonably be 
expected to last for a continuous period of at least 12 
months; and 


970 


Subdiv.' a= Computation of Tax: Individuals 


(b) the Minister may obtain the advice of the.Department 
of National Health and Welfare: as ‘to whether’a person 
has a severe and prolonged. impairment. 


Interpretation Bulletins: 1T-326R3: Returns of deceased persons 
as “another person”; IT-519R2: Medical expense and disability tax 
credits and attendant care prhense daducio: 


(2) References to medical practitioners, 
etc. — For the purposes of sections 63, 118.2 and 
418.3, a reference to an audiologist, dentist, medical 
doctor, medical practitioner, nurse, optometrist or 
pharmacist is a reference to a person authorized to 
practice as such 


(a) where the reference is used in respect of a ser- — 


vice rendered to a taxpayer, pursuant to the laws 
of ‘the jurisdiction in which the service is 
tendered, 


(b) where the reference is used in respect-of a’cer- 
. tificate issued by the person in respect: of a tax- 
payer, pursuant to the laws of the jurisdiction in 
which the taxpayer resides or of a province; and 


(c) where the reference is used in respect of a pre- 
scription issued by. the person for property to be 
_» provided to or for the use of a taxpayer, pursuant 
.-to the laws of the jurisdiction in which the tax- 
payer resides, of a province or of the jurisdiction 
in which the property is provided. 


History [s. 118.4]: The opening words of subsec. 118. 4(2) 
amended by 1998, ¢) 19, subsec. 25(1), applicable to taxation years 
that end after November 1991 except that the reference to, “an audi- 
ologist” is applicable after February 18, 1997. The opening words 
formerly read: | 


(2) References to medical practitioners, etc. — For the 
purposés of sections 63, 118.2 and 118.3, a reference to a’ 
medical practitioner, déntist, pharmacist, nurse or optometrist 
is a,teference to:a person authorized. to practice as such, 


Pre-RSC History [s. 418.4]: S. 118.4 added by 1988, c. 55 S. 92, 
applicable’ to 1988 et seg. See former 110(1. 3). 


Selected Gases [s. 118.4]: Radage v. Ceinalas [1996] 3 GUrG. 
2510 (TCC) (Provisions to be contrued liberally, humanely and 
compassionately, hot narrowly and technically, without ignoring 
narrowness of statutory language); Noseworthy v. Canada, [1996] 2 
C.T.C, 2006 (TCC) (Inability to, get out of bed interfered, with ordi- 
nary course of life). 


Definitions [s. 118. A}: 
118.4(1)(c); “Minister”, 
ince” — Interpretation Act 35(1); 


“basic activity of daily: ving” — 
person”, “property” — 248(1);. “prov- 
“taxpayer” — 248(1). 
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Interpretation Bulletins [s. 118.4]: IT-326R3: Returns of de- 
ceased persons as “another person”; IT-393R2: Election re tax on 
rents and timber royalties + non-residents; IT-519R2: Medical ex- 
pense and’ disability tax credits and attendant care expense 
deduction. 


Information Circulars [s. 118.4]: 92-3: Guidelines for refunds 
beyond the normal three year period. 


Forms [s. 118.4]: T2201: Disability tax credit certificate. 


14Not indexed for inflation. 
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118.5 (1). Tuition credit — For the purpose of 
computing the'tax payable under this Part by an indi- 


vidual for aitaxation year, there: may be deducted, 


(a) where the individual was during:the year a 
student enrolled at an educational institution in 
Canada that.is 


(i) a university, college or Sethe! educational 
institution providing courses at a post-secon- 
dary school level, or 


(ii) certified by the Minister of Human Re- 
sources Development to be an educational in- 
stitution providing courses, other than courses 
designed for university credit, that furnish a 
person with skills for, or improve a person’ S 
skills in, afi occupation, 


- an amount equal to the product obtained when the 
appropriate percentage for the year is multiplied 
‘by the amount of any fees for the individual’s tui- 
tion paid in respect of the year to the educational 
institution if the total of those fees exceeds 
$100,!4 except to the extent that those fees 


(ii.1) are paid to an educational institution de- 

- scribed in subparagraph (i) in respect of 
courses that are not at the post-secondary 
school level, 


(ii.2) are paid to an educational institution de- 
scribed in subparagraph (11) if 


(A) the individual had not attained the age 
of 16 years before the end of the year, or 


(B) the purpose of the individual’s enrol- 
ment at the institution cannot reasonably 
be regarded as being to provide the indi- 
vidual -with skills, or to improve the indi- 
vidual’s skills, in an occupation, 
(iii) are paid on the individual’s behalf by the 
individual’s employer and are not included in 
computing thé individual’s income, » 
(iii.1) are fees in respect of which the individ- 
ual is or was entitled to receive a reimburse- 
ment or any form of assistance under a pro- 
gram of Her Majesty in right of Canada or a 
province designed to facilitate the entry or re- 
entry of workers into the labour force, where 
the amount of the reimbursement or assistance 
is not included in computing the individual’s 
income, 2 


(iv) were included as part of an allowance re- 
ceived by the individual’s parent on the indi- 
vidual’s behalf from an employer and are not 
included in computing the income of the par- 
ent by reason of subparagraph 6(1)(b)(ix), or 


(v) are paid on the individual’s behalf, or are 
fees in respect of which the individual is or 
was entitled to receive a reimbursement, 
under a program of Her Majesty in right of 


S. 118.5(1)(a) 


Canada designed to assist athletes, where the 
payment or reimbursement is not included in 
computing the individual’s income; 


Related Provisions: See Related provisions and Definitions at 
end of s..118.5. 


History: Subpara. 118.5(1)(a)(v) added by 1998, c. 19. 5. 135, ap- 
plicable to 1994 et seg. 


Subpara. 118.5(1)(a)(Gi) amended by 1996, c. 11, para: 95(h), to 
substitute “Minister of Human Resources Development” for “Minis- 
ter of National Health and Welfare”, in force July 12, 1996. 


That portion of para. 118.5(1)(a), between subparas. (ii) and (iii) 
amended by 1994, c. 7, Sch. VIII (1993, c. 24), s. 56, applicable to 
1992 et seq. That portion formerly read: 


an amount equal to the product obtained when the appropriate 
percentage for the year is multiplied by the amount of any 
fees for the individual’s tuition paid in respect of the year to 
the educational institution if the total of those fees exceeds 
$100 and, in the case of an educational institution described 
in subparagraph (ii), the individual is enrolled therein to ob- 
tain skills for, or improve the individual’s skills in, an occu- 
pation, except to the extent that those fees 


Subpara. 118,5(1)(a)(iii.1) added by 1994, c. 7, Sch. II (1991, c. 49), 
s. 92, applicable to 1988 et seq. 


Interpretation Bulletins: IT-171R2: Non-resident individuals — 
computation of taxable income earned in Canada and non-refund- 
able tax credits; IT-393R2: Election re tax on rents and timber roy- 
alties — non-residents; IT-470R: Employees’ fringe benefits; IT- 
516R2: Tuition tax credit. 


Information Circulars: 75-23: Tuition fees and charitable dona- 
tions paid to privately supported secular and religious schools; 92-3: 
Guidelines for refunds beyond the normal three year period. 


Forms: T2202A: Tuition and education amount certificate; TL11B: 
Tuition fees certificate — Flying school. 


(b) where the individual was during the year a 
student in full-time attendance at a university 
outside Canada in a course leading to a degree, an 
amount equal to. the product obtained when the 
appropriate percentage for the year is multiplied 
by the amount of any fees for the individual’s tui- 
tion paid in respect of the year to the university, 
except any such fees 


(i) paid in respect of a course of less than 13 
consecutive weeks duration, 


(ii) paid on the individual’s behalf by the indi- 
vidual’s employer to the extent that the 
amount of the fees is not included in comput- 
ing the individual’s income, or 


(iii) paid on the individual’s behalf by the em- 
ployer of the individual’s parent, to the extent 
that the amount of the fees is not included in 
computing the income of the parent by reason 
of subparagraph 6(1)(b)(ix); and 
Related Provisions: See Related provisions and Definitions at 
end of 118.5. 


Selected Cases [para. 118.5(1)(b)]: The Queen v. Gaudet, 
[1978] C.T.C. 686 (FCA) (Seven hours per week in classes in 
“qualifying educational program” and 10 hours per week preparing 
therefor not “full time”). 


Interpretation Bulletins: IT-516R2: Tuition tax credit. 
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Forms: T2202A: Tuition and education amount certificate; 
TLI1A: Tuition fees certificate — University outside Canada. 


(c) where the individual resided throughout the 
year in Canada near the boundary between Can- 
ada and the United States if the individual 


(i) was at any time in the year a student en- 
rolled at an educational institution in the 
United States that is a university, college or 
other educational institution providing courses 
at a post-secondary school level, and 


(ii) commuted to that educational institution in 
the United States, 


an amount equal to the product obtained when the 
appropriate percentage for the year is multiplied 
by the amount of any fees for the individual’s tui- 
tion paid in respect of the year to the educational 
institution if those fees exceed $100, except to 
the extent that those fees 


(ili) are paid on the individual’s behalf by the 
individual’s employer and are not included in 
computing the individual’s income, or 


(iv) were included as part of an allowance re- 
ceived by the individual’s patent on the indi- 
vidual’s behalf from an employer and are not 
included in computing the income of the par- 
ent by reason of subparagraph 6(1)(b)(ix). 


Related Provisions: See Related provisions and Definitions at 
end of 118.5. 


Interpretation Bulletins: IT-516R2: Tuition tax credit. 
I.T. Technical News: No. 13 (employer-paid educational costs). 


Forms: T2202A: Tuition and education amount certificate; TL11C: 
Tuition fees certificate — Commuter to United States. 


(2) Application to deemed residents — Where 
an individual is deemed by section 250 to be resident 
in Canada throughout all or part of a taxation year, in 
applying subsection (1) in respect of the individual 
for the period when the individual is so deemed to be 
resident in Canada, paragraph (1)(a) shall be read 
without reference to the words “in Canada’. 


Forms: TL11D: Tuition fees certificate — educational institutions 
outside Canada — deemed resident of Canada. 


(3) Inclusion of ancillary fees and charges — 
For the purpose of this section, “fees for an individ- 
ual’s tuition” includes ancillary fees and charges that 
are paid 


(a) to an educational institution referred to in sub- 
paragraph (1)(a)(i), and dk 


(b) in respect of the individual’s enroiment at the 
institution in a program at a post-secondary 
school level, 


but does not include 


(c) any fee or charge to the extent that it is levied 
in respect of 


(i) a student association, 
(ii) property to be acquired by students, 
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(iii) services not ordinarily provided at educa=. 


tional institutions in Canada that offer courses 
at a post-secondary school level, 


(iv) the provision of financial assistance to 
students, except to the extent that, if the refer- 
ence in paragraph 56(1)(n).to “$500” were 
read as a reference to “‘nil”, the amount of the 
assistance would be required. to be included in 


computing the income, and: not be deductible. 


in computing the taxable income, of the stu- 
dents to whom the assistance is provided; or. 


(v) the construction, renovation or mainte- 
-nance of any building or facility, except to the 
extent that the building or facility is owned by 
the institution and used to provide 
(A) courses at the post-secondary school 
level, or oe ey 
- (B) services for which, if fees or charges in 
respect of the services were required to be 
paid by all students of the institution, the 


fees or charges would be included because. 
of this subsection in the fees for an indi-. 


vidual’s tuition, and 


| (d) any fee or charge for a taxation year that, but 


~ for this paragraph, would be included because of 
this subsection in the fees for the individual’s tui- 
tion and that is not required to be paid by __ 


(i) all of the institution’s full-time students, 


where the individual is a full-time student at. 


the institution, and ~ HD 
(ii) all of the institution’s part-time students, 


“where the individual is a part-time student at. 


the institution, HOE 


to the extent that the total for the year of all such 
fees and charges paid in respect of the individ- 
ual’s enrolment at the institution exceeds $250. 


History: Subsec. 118.5(3) added by 1998, c. 19,.s. 26, applicable to. 


1997 et seq. 


Related Provisions [s. 118.5]: 11711) — Tax payable under this 


Part; 118.5(3) — Ancillary fees included; 118.61(2) — Carryfor- 
ward of unused credits 118.8 — Transfer of unused credits to 
spouse; 118.9 — Transfers to supporting person; 118.91 — Individ- 
ual resident in Canada for part of the year; 118.92 — Ordering of 
credits; 118.93 — Credits in separate returns; 118.94.— Computing 
tax payable by a non-resident individual; 118.95(a) — Application 
in year individual becomes bankrupt. 


Pre-RSC History [s. 118.5]: S. 118.5 added by 1988, c. 55, 192, 


applicable (by subsec..92(2) as amended by 1991, c. 49, s. 243, 
deemed to. have come into force September. 13, 1988) to 1988 et 
seq. except that no amount in respect of fees paid for an individual’s 
tuition may be included in computing a deduction for the 1988 taxa- 
tion year under section 118.5 of the said Act, as enacted by subsec- 
tion (1), to the extent that it was deducted in computing the individ- 
ual’s income for the 1987 taxation year. 


Definitions [s. 118.5]: ‘amount’, “appropriate percentage” — 
248(1); “Canada” — 255; “employer” — 248(1); “fees for tui- 
tion” — 118.5(3); “individual” —248(1); “parent” — 2522): 
“property” — 248(1); “province” — Interpretation Act 35(1); “resi- 
dent in Canada” — 250; “tax payable” — 248(2); “taxation 
year” — 249. 
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interpretation Bulletins: IT-326R3: Returns of deceased persons 
as “another person”; IT-516R2: Tuition tax credit. 


118.6 (1) Definitions — For the purposes of this 
subdivision, 


“designated educational institution” means 
(a) an educational institution in Canada that is 


(i) a university, college or other educational 

“institution designated by the Lieutenant Gov- 
ernor in Council of a province asa specified 
educational institution under the Canada Stu- 
dent Loans Act, designated by an appropriate 
authority under the Canada Student Financial 
Assistance Act, or designated by the Minister 
of Higher Education and Science of the Prov- 
ince of Quebec for the purposes of An Act re- 
specting financial assistance for students of 
the Province of Quebec, or : 


(ii) certified by the Minister of Human. Re- 
sources Development to be an educational in- 
stitution providing courses, other than courses 

designed: for university credit, that furnish a 
person with skills for, or improve a person’s 
skills in, an. occupation, 


(b) a university outside Canada at which the indi- 
vidual referred. to in subsection (2) was enrolled 
in a course, of not less than 13 consecutive weeks 
duration, leading to a degree, or 


(c) if the individual referred to in subsection (2) 
resided, throughout the year referred to in that 
subsection, in Canada near the boundary between 
Canada and the United States, an educational in- 
stitution in the United States to which the individ- 
ual commuted that is a university, college or 
other educational institution providing courses at 
a post-secondary school level, 

Related Provisions: 146.1(1)‘‘post-secondary educational institu- 

tion”(a) —-, designated education institution qualifies for RESP pur- 


poses. See additional Related:provisions and Definitions at end of s. 
118.6. 


“qualifying educational: program’? means a: pro- 
gram of not less than 3 consecutive weeks duration 
that provides that each student taking the program 
spend not less than 10 hours per week on courses or 
work in the program and, in respect of a program at 
an institution described in the definition “designated 
educational institution” (other than an institution de- 
scribed in subparagraph (a)(ii) thereof), that is a pro- 
gram at a post-secondary school level but, in relation 
to any particular student, does not include any such 


_ program 


(a) if the student receives, from a person with 
whom the student is dealing at arm’s length, any 
allowance, benefit, grant or reimbursement for 
expenses in respect of the program other than 


(i) an amount received by the student as or on 
account of a scholarship, fellowship or bur- 
sary, or a prize for achievement in a field of 
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endeavour ordinarily carried on by the stu- 
dent, or 


(ii) a benefit, if any, received by the student 
by reason of a loan made to the student in ac- 
cordance with the requirements of the Canada 
Student Loans Act or An Act respecting finan- 
cial assistance for students of the Province of 
Quebec, or by reason of financial assistance 
given to the student in accordance with the re- 
quirements of the Canada Student Financial 
Assistance Act, or 


(b) if the program is taken by the student 


(1) during a period in respect of which the stu- 
dent receives income from an office or em- 
ployment, and | fr 

(1i) in connection with, or as part of the duties 
of, that, office or employment. 


Related Provisions: 146.1(1)“qualifying educational pro- 
gram” — Only para. (b) of definition applies to RESPs. See addi- 
tional Related provisions and Definitions at end of s. 118.6. 


History: Subpara. (a)(ii) of the definition “designated educational 
institution” in subsec. 118.6(1) amended by 1996, c:11, para. 95(h), 
to substitute “Minister of Human Resources Development” for 
“Minister of National Health and Welfare”, in force July’ 12, 1996. 


Subpara. (a)(i) of the definition “designated educational institution” 
and subpara. (a)(ii) of the definition “qualifying educational pro- 
gram” in subsec. 118.6(1) amended by 1994,-c. 28, s. 28, in force 
August 1, 1995. These subparas. formerly read: ~ 


(i) a university, college or other educational institution desig- 
nated by the Lieutenant Governor in Council of a province as 
a specified educational institution under the. Canada Student 
Loans Act or.recognized by the Minister of Higher Education 
and Science of the Province of Quebec for the purposes of An 
Act respecting financial assistance for students of the Prov- 
ince of Quebec, or 


(ii) a benefit, if any, received by the student by reason of a 
loan made to the student in accordance with the requirements 
of the Canada Student Loans Act ot An Act respecting finan- 
cial assistance for students of the Province of Quebec, or 


That portion ‘of subsec. 118.6(1) preceding the first definition sub- 
stituted by 1994, ¢.'7, Sch. IT (1991:¢. 49), subsec. 93(1), applicable 
after June 1990. That portion formerly read: 


118.6 (1) For the purposes of this: section 


That portion of the definition “qualifying education program” pre- 
ceding para. (a) amended by 1994, c. 7, Sch. If (1991), c. 49), sub- 
sec. 93(2), to substitute “described in the definition “designated ed- 
ucational. institution” (other than: an institution described in 
subparagraph (a)(ii) thereof) “for “described in subparagraph (a)(i) 
of the definition “designated educational institution” ”, applicable to 
1991 et seq. | 


(2), Education credit — For the purpose of com- 
puting the tax payable under this Part by an individ- 
ual for a taxation year, there may be deducted. an 
amount determined by the formula 


A x $200 x'B 
where 3 3 | 
A is the appropriate percentage for the year, and 


LAN of indexed for inflation. 
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B is the number of months in the year during which 
the individual is enrolled in a qualifying educa- 
tional program as a full-time student at a desig- 
nated educational institution, 


if the enrolment is proven by filing with the Minister 
a certificate in prescribed form issued by the desig- 
nated educational institution and containing pre- 
scribed information and, in respect of a designated 
educational institution described in subparagraph 
(a)(ii) of the definition “designated educational insti- 
tution” in subsection (1), the student is enrolled in 
the program to obtain skills for, or improve the stu- 
dent’s. skills in, an occupation. 


Related Provisions: 118.6(3) — Disabled individuals may be en- 
rolled part-time; 118.61(2) — Carryforward of unused credits; 
118.8 — Transfer of unused credits to spouse; 118.9 — Transfer of 
credits to supporting person; 118.95(a) — Application in year indi- 
vidual becomes bankrupt. See additional Related provisions and 
Definitions at end of s. 118.6. : : 


History: The formula in subsec. 118.6(2) amended by 1998, c. 19, 
s. 27, applicable to 1997 et seq. except that, for the 1997 taxation 
year, the reference to “$200” shall’be read as a reference to 8 0 he 
It formerly read: a 


Ax $100!4 6B 


The formula in subsec. 118.6(2) amended by 1997, c. 25, s. 28, ap- 
plicable to 1996 et seg. It formerly read: nike 


Ax $s0!4x B 
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The formula in subsec.118.6(2) amended by 1994, c. 7, Sch. VII 
(1993, c. 24), subsec. 57(1), to substitute “$80” for “$60”, applica- 
ble to 1992 et seq. 


The description of B in subsec. 118.6(2) substituted by 1994, c. Ts; 
Sch. II (1991, c. 49), subsec. 93(3), applicable to 1991 et seg. That 
description formerly read: 


B _ is the number of months in the year during which the in- 
dividual is a student in full-time attendance at a desig- 
nated educational institution and enrolled in a qualifying 
educational program at the institution, 


|.T. Technical News: No. 13 (employer-paid educational costs). 


Forms: 12202: Education amount certificate for full-time and part- 
time students; T2202A: Tuition and education amount certificate. 


(3) Application of subsec. (2) to disabled in- 
dividuals — In calculating the amount deductible 
under subsection (2) in computing the tax payable 
under this Part for a taxation year by an individual 


(a) in respect: of whom 'an amount may be de- 
ducted under section 118.3 for the year, or 


(b) who has in the year a mental or physical im- 
pairment, if a medical doctor or, where the im- 
pairment is an impairment of sight, a medical 
doctor or an optometrist, has certified in writing 
that the effects of the impairment on the individ- 
ual are such that the individual cannot reasonably 
be expected to be enrolled as a full-time student 
while so impaired, 


the reference in that subsection to “full-time student” 
shall be read as “‘student”’. 


History: Subsec. 118.6(3) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 57(2), applicable to 1992 et seq. 


Related Provisions [s. 118.6]: 117(1) — Tax payable under this 
Part; 118.8 — Transfer of unused credits to spouse; 118.9 — Trans- 
fers to supporting person; 118.91 — Individual resident in Canada 
for part of the year; 118.92 — Ordering of credits; 118.93 — Cred- 
its in separate returns; 118.94 — Computing tax payable by a non- 
resident individual. 


Pre-RSC History [s. 118.6]: S. 118.6 added by 1988, c. 55, s. 92, 
applicable to 1988 et seg. See former 110(1)(g). 


Definitions [s. 118.6]: “amount”, “appropriate percentage” — 
248(1); “arm’s length” — 251(1); “Canada” — 255; “designated 
educational institution” — 118.6(1); “employment”, “individual” — 
248(1); “Lieutenant Governor in Council” — Interpretation Act 
35(1); “Minister”? — 248(1); “month” — Interpretation Act S500): 
“office”, “person”, “prescribed” — 248(1); “province” — Interpre- 
tation Act 35(1); “qualifying educational program” — 118.6(1); 
“tax payable” — 248(2); “taxation year” — 249. 


Interpretation Bulletins [s. 118.6]: IT-171R2: Non-resident in- 
dividuals — computation of taxable income earned in Canada and 
non-refundable tax credits; IT-326R3: Returns of deceased persons 
as “another person”; IT-393R2: Election re tax on rents and timber 
royalties — non-residents; IT-515R2: Education tax credit. 


Information Circulars [s. 118.6]: 92-3: Guidelines for refunds 
beyond the normal three year period. 


118.61 (1) Unused tuition and education tax 
credits — In this section, an individual’s unused tu- 
ition and education tax credits at the end of a taxa- 
tion year is the amount determined by the formula 
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A +(B-C)-(D+ BE) 
where 


A is the individual’s unused tuition and education 
tax credits at the end of the preceding taxation 
year; 


B_ is the total of all amounts each of which may be 
deducted under section 118.5 or 118.6 in comput- 
ing the individual’s tax payable under this Part 
for the year; 


C. is the lesser of the value of B and the amount that 
would be the individual’s tax payable under this 
Part for the year if no amount were deductible 
under section 118.5 or 118.6; 


D is the amount that the individual may deduct 
~ under subsection (2) for the year; and 


E_ is the tuition and education tax credits transferred 
for the year by the individual to the individual’s 
spouse, parent or grandparent. 

Related Provisions: 118.81 — Tuition and education credits 


transferred; 257 — Formula cannot calculate to less than zero; 
128(2)(g)(ii) — Effect of bankruptcy on unused credits. 


History: Subsec, 118.61(1) added by 1998, c. 19, s. 28, applicable 
to 1997 et seq. 


(2) Deduction of carryforward — For the pur- 
pose of computing an individual’s tax payable under 
this Part for a taxation year, there may be deducted 
the lesser of 


(a) the individual’s unused tuition and education 
tax credits at the end of the preceding taxation 
year, and 


(b) the amount that would be the individual’s tax 
payable under this Part for the year if no amount 
were deductible under section 118.5 or 118.6 or 
this section. 


Related Provisions: 118.92 — Ordering of credits; 128(2)(e), 
128(2)(f)(iv) — On bankruptcy, only trustee can claim 
carryforward. 


History: Subsec. 118.61(2) added by 1998, c. 19, s. 28, applicable 
to 1997 et seq. 


Definitions [118.61]: “amount” — 248(1); “grandparent” — 
252(2)(d); “individual” — 248(1); “parent” — 252(2)(a); 
“spouse” — 252(4)(a); “taxation year” 249: ‘tuition and educa- 
tion tax credits transferred” — 118.81; “unused tuition and educa- 
tion tax credits” — 118.61(1). 


118.7 Credit for UI [El] premium and CPP con- 
tribution — For the purpose of computing the tax 
payable under this Part by an individual for a taxa- 
tion year, there may be deducted an amount deter- 
mined by the formula 


AXB 
where 


A is the appropriate percentage for the year; and 
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B is the total of: 


(a) the total of all amounts each of which is.an 
amount payable by the individual as an em- 
ployee’s premium for the year under the Em- 
ployment Insurance Act, not exceeding the 
maximum amount of such premiums payable 
by the individual for the year under that Act; 


(b) the total of all amounts each of which is an 
amount payable by the individual for the year 
as an employee’s contribution under the Can- 
ada Pension Plan or under a provincial pen- 
sion plan defined. in section 3 of that Act, not 
exceeding the maximum amount of such con- 
tributions payable by the individual for the 
year under the plan, and 


(c) the total of all amounts each-of which is an 
amount payable by the individual in respect of 
self-employed earnings for the year as a con- 
tribution under the Canada Pension Plan or 
under a provincial pension plan as defined in 


section 3 of that Act, not exceeding the maxi- 


mum amount of such contributions payable by 
the individual for the year under the plan. 


Related Provisions: 56(1)(a)(iv) — Pension benefits, UI/EI ben- 
efits, etc.; 117(1) — Tax payable under this Part: 118.91 — Individ- 
ual resident in Canada for part of the year; 118.92 — Ordering of 
credits; 118.93 — Credits in Separate returns; 118.94 — Tax paya- 
ble by non-resident individual; 118.95(a) — Application in: year-in- 
dividual becomes bankrupt; 126.1 —— Employer’s UI premium: tax’ 
credit for 1993. 


History: Para. 118.7B(a) amended by 1996, c. 23, para. 187(d), to 
substitute “Employment Insurance Act” for “Unemployment Insur- 
ance Act’, in force June 30, 1996. = 


Pre-RSC History: S. 118.7 added by 1988, c. 55, s. 92, applicable 
to 1988 et seg. See former 8(1)(k), (1), 60(h). 


Selected Cases [s. 118.7]: Ashby v. Canada. f1996]"1CC2T..C. 
2464 (TCC) (Deductions made but not remitted differ from case 
where deductions not made). 

Definitions [s. 118.7]: “amount”, “appropriate percentage’, “em- 
ployee”, “individual” — 248(1); “tax payable” — 248(2); “taxation 
year” — 249, 

Interpretation Bulletins: IT-171R2: Non-resident individuals, —~ 
computation of taxable income earned in Canada and_non-refund- 
able tax credits; IT-326R3: Returns of deceased persons as “another 
person”; IT-393R2: Election re tax on rents and timber royalties — 
non-residents; IT-516R2: Tuition tax credit; IT-519R2: Medical ex- 
pense and disability tax credits and attendant care expense 
deduction. 


Information Circulars: 92-3: Guidelines for refunds beyond the 
normal three year period. 


Forms: TI Sched. 8: Calculation of CPP contributions on self-em- 
ployment and other earnings. 


118.8 Transfer of unused credits to spouse — 
For the purpose of computing the tax payable under 
this Part for a taxation year by an individual who, at 
any time in the year, is a married person (other than 
an individual who, by reason of a breakdown of their 
marriage, is living separate and apart from the indi- 


errr——————— 
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vidual’s spouse at the end of the year and fora pe- 
riod of 90 days commencing in the year), there may 
be deducted an amount determined by the formula 


A+B-C 
where 


A. is the tuition and education tax credits transferred 
for the year by the spouse to the individual; 


B is the total of all amounts each of which is de- 
ductible under subsection 118(2) or (3) or 
118.3(1) in computing the spouse’s tax payable 
under this Part for the year; and | 


©, isthe amount, if any, by which 


(a) the amount that would be the spouse’s tax 

payable under this Part for the year if no 
amount were deductible under this Division 
(other than an amount deductible under sub- 
section 118(1) because of paragraph (c) of the 
description of B in that subsection or under 
section 118.61 or 118.7) ; 


exceeds 
‘(b) the lesser of 


(i) the total of all amounts that may be de-. 
ducted under section 118.5. or 118.6 in 
computing the spouse’s tax payable under 
this Part for the year, and 


(ii) the amount that would be the. spouse’s 
tax payable under this Part for the year if 
no amount were deductible under this Di- 
vision (other than an amount deductible 
under section 118, 118.3, 118.61 or 118.7). 


Related Provisions: 117(1) — Tax payable under this. Part; 
118.3(2) — Disability credit claim for disabled dependant; 
118.61(2) — Carryforward of unused credits: 118,91 — Individual 
resident in Canada for part of the year; 118.92 — Ordering of cred- 
its; 118.93 — Credits in separate returns; 118.94 — Computing tax 
payable by a non-resident individual: 118.95(b) — Application in 
year individual becomes bankrupt; 252(4) — Extended meaning of 
“spouse”; 257 — Formula cannot calculate to less than’zero. 


History: The descriptions of A and C in s. 118.8 amended by 1998, 
cr 19; subsecs. 29(1), (2), applicable to 1997 et seg. A and C for- 


merly. read: 


A: is the lesser of $850!4 and the total of all amounts ‘each 
of which is deductible under section 118.5 or 118.6.in. 
computing the spouse’s tax payable under-this Part. for 
the year; pees thy 


C™ is the spouse’s tax payable under this Part for the year . 
computed before any deductions under this’ Division 
(other than a deduction under subsection 118(1) because ° 
of paragraph (c) of the description of B in that subsection’ 
or under section 118.7). 


The descriptions of A, B and C in s. 118.8 amended by 1997, c. 25, 
Ss. 29, applicable to 1996 ef seg. A, B, and-C formerly read: 


A is the lesser of $680!4 and the total of all amounts that 
the individual’s spouse may deduct under section 118.5 
or 118.6 for the year; f 
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B.__ is the total ofall amounts each of which is an amount that 
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Definitions [118.81]: “amount”, “individual”, “person” — 
248(1); “tax payable”. — 248(2);) “taxation, year’ — 249; “writ- 


the individual’s spouse may deduct for the year under 
subsection 118(2) or (3) or 118.3(1); and 


Cis the amount of the individual’s spouse’s tax payable 
under this Part for the year computed before any deduc- 
tions under this Division (other than a deduction under 
subsection 118(1) by reason of paragraph bs Hann or 
under section 118.7). 


The description of A in s..118.8 amended by 1994, c. 7, Sch. VIII 
(1993, c..24), s. 58, applicable to 1992 et seq. That description for- 
merly read: 


A is the lesser of $600 and the total of all amounts each of 
which is an amount that the individual’s spouse may de- 
duct for the year under section 118.5 or 118.6; 


Pre-RSC History: S. 118.8 added by 1988, c. 55, s. 92, applicable 
(by subsec. 92(2), as amended by 1991, c. 49, s. 243, deemed to 
have come into force September 13, 1988) to 1988 et seq. 


Definitions: “amount”, “individual” — 248(1); “marriage” — 
252(4)(b); “married” — 252(4)(c); “spouse” — 252(4)(a); “tax pay- 
able” — 248(2); “ ee : “tuition and education tax 
credits transferred” — 118.81. 


Interpretation Bulletins: IT-171R2: Non-resident individuals — 
computation of taxable income earned in Canada and non- -refund- 
able tax credits; IT-326R3: Returns of deceased persons as “another 
person”; IT-393R2: Election re tax on rents and timber royalties — 
non-residents; IT-470R: Employees’ fringe benefits; IT-513R: Per- 
sonal tax credits; IT-515R2: Education tax credit; IT-516R2: Tui- 
tion tax credit; IT-517R: Pension tax credit; IT-519R2: Medical ex- 
pense and disability tax credits and attendant care expense 
deduction. 


Forms: T1 Sched. 2: Amounts transferred from spouse. 


118.81 Tuition and education tax credits 
transferred — In this subdivision, the tuition and 
education tax credits transferred for a taxation year 
by a person to an individual is the lesser of 


(a) the amount determined by the formula 


A—B 
where 
A. is the lesser of 


(i) the total of all amounts that may be de- 
ducted under section 118.5 or 118.6 in 
computing the person’s tax payable under 
this Part for the year, and 


(ii) $850, and 


B is the amount that would be the person’s tax 
payable under this Part for the year if no 
amount were deductible under this Division 
(other than an amount deductible under sec- 
tion 118, 118.3, 118.61 or 118.7), and 


(b) the amount for the year that the person 
designates in writing for the purpose of section 
118.8 or 118.9. 


Related Provisions: 
credits. 


History: S. 118.81 added by 1998, c. 19, subsec. 30(1), applicable 
to 1997 et seq. 


118.61(2) — Carryforward of unused 
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ing” — Interpretation Act 35(1). 


118.9 Transfer to parent or grandparent — 
Where for a taxation year a parent or grandparent of 
an individual (other than an individual in respect of 
whom the individual’s, spouse deducts an amount 
under section 118 or 118.8 for the year) is the only 
person designated in writing by the individual for the 
year for the purpose of this section, there may be de- 
ducted in computing the tax payable under this Part 
for the year by the parent or grandparent, as the case 
may be, the tuition and education.tax credits trans- 
ferred for the year by the individual to the parent or 
grandparent, as the case may be. 


History [s. 118.9]: S. 118.9 amended by 1998, c. 19, subsec. 
30(1), applicable to 1997 et seg. It formerly read: 


118.9 (1) Transfers to supporting person — Where the 
parent or grandparent of an individual (other than an individ- 
ual in respect of whom. the individual’s spouse deducts an 
amount under section 118 or 118.8 for the year) files with the 
Minister for a taxation year a prescribed form containing pre- 
scribed information, there may be deducted in computing the 
tax payable by the parent or grandparent, as the case may be, 
under this Part for the year an amount determined by the 
formula 


A-~B 
where 


A is the lesser of $350!4 and the total of all amounts each 
of which is deductible under section 118.5 or 118.6 in 
computing the individual’s tax payable under this Part for 
the year; and 


Bis the amount of the individual’s tax payable under this 
Part for the year computed before any deductions under 
this Division (other than sections 118, 118.3 and 118.7). 


(2) Only one claim per student — Where in computing his 
or her tax payable under this Part for a taxation year a parent 
or grandparent of an individual has deducted an amount under - 
section 118 in respect of the individual, that parent or grand- 
parent, as the case may be, is the only person entitled to de- 
duct an amount for the year under subsection (1) in respect of 
the individual and in any other case only such one of the par- 
ents and grandparents of the individual as is designated for 
the year in writing by the individual is entitled to make such a 
deduction for the year. 
The description of A in subsec. 118.9(1) amended by 1997, c. 25, s. 
30, applicable to 1996 et seq. The description of A formerly read: 
A is the lesser of $680!4 and the total of all amounts that 
the individual may deduct under section 118.5 or 118.6 
for the year; and 
The description of A in subsec. 118.9(1) amended by 1994, c. 7, 
Sch. VIII (1993, c. 24), s. 59, applicable to 1992 et seg. That 
description formerly read: 
Ais the lesser of 
(a) $600, and 
(b) the total of all amounts each of which is an 
amount that the individual may deduct under section 
118.6 for the year or an amount that the individual 
would have been entitled to deduct under subsection 
118.5(1) for the year if the reference in paragraph 
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118.5(1)(a) to “the amount of any fees for the indi- 
vidual’s tuition paid in respect of the year to the edu- 
cational institution” were read as a reference to “that 
portion of the individual’s fees paid in respect of the 
year that may reasonably. be considered to have been 
paid in respect of a qualifying educational program, 
of an educational institution described in subpara- 
graph (a)(i) of the definition “designated educational 
~ institution” in subsection 118.6(1)”; and 


The description of A in subsec. 118.9(1) substituted by 1994, c. 7, 
Sch. If (1991, c. 49), s. 94, applicable to fees telating to periods 
after June 1990. That description formerly read: 


A is the lesser of $600 and the total of all amounts each of 
which is an amount the individual may deduct for the 
year under section 118.5 or 118.6;-and: 


Pre-RSC History [s. 118.9]: S. 118.9 added by 1988; c..55, s. 92, 
applicable (by subsec. 92(2), as amended ‘by 1994; c..7, Sch.vII 
(1991, c. 49), s. 243, deemed to have come into force September_13, 
1988) to 1988 et seg. 


Definitions [s. 118.9]: “amount” — 248(1); “grandparent” — 
252(2)(d); “individual”, “Minister” — 248(1); “parent” — 
252(2)(a); “prescribed” — 248(1): “spouse” — 252(4)(a); “tax’ pay- 
able” — 248(2): “taxation year” — 249: “tuition and education tax 
credits transferred” — 118.81; “writing” — Interpretation Act 
35h) 


Interpretation Bulletins [s. 118.9]: IT-171R2: Non-resident in- 
dividuals — computation of taxable income earned in Canada and 
non-refundable tax credits; IT-326R3: Returns of deceased persons 
as “another person”; IT-393R2: Election re tax on rents and timber 
royalties — non-residents; IT-470R: Employees’ fringe benefits; 
IT-515R2: Education tax credit: IT-516R2: Tuition tax credit. 


118.91 Part-year residents — Notwithstanding 
sections 118 to 118.9, where an individual is resident 
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in Canada throughout part of a taxation year and 
throughout another part of the year is non-resident, 
for the purpose of computing the individual’s tax 
payable under this Part for the year, 


(a) the amount deductible for the year under each 
such provision in respect of the part of the year 
that is not included in the period or periods re- 
ferred to in paragraph (b) ‘shall be computed. as 
though such part’ were the whole taxation year; 
and ) 


(b) the individual shall be allowed only 


(i) such of the deductions permitted under 
subsection 118(3) and sections 118.1, 118.2, 
118.5, 118.6 and 118.7 as'can reasonably be 
considered wholly applicable, and 


(ii) such part of the deductions permitted 
under sections: 118 (other than subsection 
118(3)), 118.3, 118.8 and 118.9 as can reason- 
ably be considered applicable 


to the period or periods in the year throughout 

~ which the individual is resident in Canada, com- 
puted as though that period or those periods were 
the whole taxation year,, 


except that the amount deductible for the year by the 
individual under each such provision shall not ex- 
ceed the amount that would have been deductible 
under that provision had the individual been resident 
in Canada throughout the year. 


Related Provisions: 114 — Individual resident in Canada during 


‘only part of year; 117(1) — Tax payable under this Partogl Mey 


Election respecting certain payments. 


History: The opening words of s. 118.91 and the closing words of 
para. (b). substituted by 1994; ¢. 21, subsecs. 55(1), (2), applicable 
to 1992 et seg., except that a taxpayer may elect that the amendment 
not apply to the taxpayer’s 1992 taxation year by notifying the Min- 
ister of National Revenue in writing before the end of December 
1994. The substituted portions formerly read: ; 


118.91 Notwithstanding the provisions of sections 118 to 
118.9, where an individual is resident ‘in Canada throughout 
part of a taxation year and throughout:some other part of the 

_ year 1s not resident in Canada, is not employed in Canada and 
is not carrying on, business in Canada, for the purpose of 
computing the individual’s tax payable under this Part for the 
year, 


to the period or periods in the year throughout which the indi- 

vidual is resident'in Canada, is employed in Canada or is car- 
rying on business in: Canada, computed as though the period 
or periods were the whole taxation year, ; 


S..118.91 substituted by 1994, c. 7, Sch. II (1991, c. 49), s. 95, ap- 
plicable to 1988 et seg. S. 118.91 formerly read: 


118.91 Individual resident in Canada for part of the 
year — Notwithstanding sections 118 to. 118.9, where an in- 
dividual is resident in Canada during part of a taxation year 
and during some other part of the year is not resident in Can- 
ada, is not employed in Canada and‘is not carrying on busi- 
ness in Canada, unless all or substantially all of the individ- 
ual’s income for the year-is included. in computing the — 
individual’s taxable income for the year, no amounts may be 
deducted under those sections for the purpose of computing 
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‘the individual’s tax payable under this Part for the year ex- 
cept the total of ' 


(a) the deductions permitted under sections 118.1, 118.2, 
118.5, 118.6 and 118.7 to taxpayers resident in Canada 
throughout the year for the purpose of computing tax 
payable under this Part for the year that may reasonably 
be considered wholly applicable to the individual for the 
period or periods in the year throughout which the indi- 
vidual is resident in Canada, employed in Canada or car- 
rying on business in Canada; and 


(b) such part of the deductions permitted under sections 
118, 118.3, 118.8 and 118.9 to taxpayers resident in Can- 
ada throughout thé year for the purpose of computing tax 
payable under this Part for the year as may reasonably be 
considered applicable to the individual for the period or 
periods referred to'in paragraph (a). 

Pre-RSC History: S. 118. ae added by 1988, c. 55, s. 92, applica- 

ble to 1988 et seq. 

Definitions [s. 118.91]: “amount” — 248(1); “Canada” — 255; 

“carrying on business” — 253; “employed”, “individual”, “non-res- 

‘ “tax. payable” — 

“taxpayer” — 248(1). 


248(2); “taxation year” — 249; 
118.92 Ordering of credits — In computing an 
individual’s tax payable under this Part, the follow- 
ing provisions shall be applied in the following or- 
der: subsections 118(1) and (2), section 118.7, sub- 
section 118(3) and sections 118.3, 118.61, 118.5, 
118.6, 118.9, 118.8, 118.2, 118.1 and 121. 


Related Provisions: 117(1) — Tax payable under this Part. 


History: S. 118.92 amended by 1998, c, 19, s. 31, applicable to 
1997. et seq. It formerly. read: 


118.92 Ordering of credits — In computing the tax payable 
under this Part by an individual the following provisions shall 
be applied in the following order: subsections 118(1) and @)s 

~gection 118.7, subsection 118(3) and sections 118.3, 118.5, 
118.6, 118.9, 118.8, 118.2, 118.1 and 121. 


Pre-RSC History: S. 118.92 added by 1988, c. 55, s. 92, applica- 
ble to 1988 ef seq. 


‘“ndividual” — 248(1); “tax payable” — 248(2). 


Interpretation Bulletins: IT-523: Order of provisions applicable 
in computing an individual’s taxable income and tax payable. 


Definitions: 


118.93 Credits in separate returns — Where a 
separate return of income with respect to a taxpayer 
is filed under subsection 70(2), 104(23) or 150(4) for 
a particular period and another return of income 
under this Part with respect to the taxpayer 1s filed 
for a period ending in the calendar year in which the 
particular period ends, for the purpose of computing 
the tax payable under this Part by the taxpayer in 
those returns, the total of all deductions claimed in 


all those returns under any of subsection 118(3) and | 


sections 1181 to 118.7 and 118.9 shall not exceed 
the total that could be deducted under those provi- 
sions for the year with respect to the taxpayer if no 
separate returns were filed under subsections 70(2), 
104(23) and 150(4). 

Related Provisions: 114.2 — Deductions in separate returns; 
117(1) — Tax payable under this Part. 


Pre-RSC History: S. 118.93 added by 1988, c. 55, s. 92, applica- 
ble to 1988 ef seq. 


S..118.95 


Definitions: “calendar year itesdmierpaciesion Act 37(1)(a); “‘tax- 
payer’ — 248(1). 


Interpretation Bulletins: IT-326R3: Returns of deceased-persons 
as “another person”; IT-513R: Personal tax credits; IT-S17R: Pen- 
sion tax credit: 


118.94 Tax payable by non-resident — Sections 
118 and 118.2, subsections: 118.3(2) and (3) and sec- 
tions 118.6, 118.8 and 118:9:do not apply for the 
purpose of computing the tax payable-under this Part 
for a taxation year by an individual who at no time in 
the year is resident in Canada unless all or substan- 
tially all of the individual’s income for the year is 
included in computing the individual’s taxable ’in- 
come earned in Canada for the year.’ ran 


Related Provisions: 117(1)— Tax payable under this Part; 
217 — Election respecting certain payments. 


History: S. 118.94 cibstituted by 1994, Lan STAM II (1991, om 49), 
s. 96, applicable to 1988 et seg. S. 118.94 formerly read: 


118.94 Computing tax payable by a non-resident individ- 
ual — Sections 118-and 118.2, subsections 118.3(2) and (3), 
and sections 118.5 to. 118.9 do not apply for the purpose: of 
computing the tax payable under this Part for.a taxation year 
by an individual who at no time in the year is resident in Can- 
ada, except that, where all or substantially all of the individ- 
ual’s income for the year is included in computing the indi- 
vidual’s taxable income earned in Canada forthe’ year, for the: 
purpose of computing the individual’s tax payable under this 
Part for. the year there may be, deducted. the, amounts that, 
would have been deductible under, those provisions for the 
purpose of computing the individual’s tax payable under this 
Part for the year had the individual been resident in | Canada 
throughout the year. 


Pre-RSC History: S. 118.94 added by 1988, c. - s..92, “applica- 
ble to 1988 ef seq. 

Definitions: “amount” — 248(1); “Canada” — 255; “individ- 
ual” — 248(1); “resident” — 250; “tax payable” — 248(2); “taxable 
income” —2(2),'248(1); “taxable income ‘earned in’ Canada” — 
115(1),°248(1); “taxation year” += 249. 


Interpretation Bulletins: IT-171R2: Non-resident individuals — 
computation of taxable income earned in Canada and non- eons 
able. tax credits; IT-513R: Personal tax credits. 


Forms: T1E-NR: Declaration of Support of non-resident dependent 
spouse and children. 


118.95 Credits in year of bankruptcy — Not- 
withstanding sections 118 to 118.9, for the purpose 
of computing an individual’s tax payable under this 
Part for a taxation year that ends ina calendar year 
in which the individual becomes bankrupt, the indi- 
vidual shall be allowed only 


(a) such of the deductions as the individual is en- 
titled to under subsection 118(3) and sections 
118.1, 118.2, 118.5, 118.6 and 118.7 as can rea- 
sonably be considered wholly applicable to the 
taxation year, and 


(b) such part of the deductions as the individual is 
entitled to under sections 118 (other than subsec- 
tion 118(3)), 118.3, 118.8 and 118.9 as can rea- 
sonably be considered applicable to the taxation 
year, 
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except that the total of the amounts so deductible for 
all taxation years of the individual in the calendar 
year under any of those provisions shall not exceed 
the amount that would have been deductible under 
that provision in respect of the calendar year if the 
individual had not become bankrupt. 

Related Provisions: 122.5(7) — Parallel rule for GST credit; 
122.61(3.1) — Parallel rule for Child Tax Benefit: 128(2)(e) (iii) — 
Credits allowed on return by trustee. 


History: S. 118.95 added by 1998, c. 19, s. 136, applicable to bank- 
ruptcies that occur after April 26, 1995. 


Definitions [s. 118.95]: “bankrupt” — 248(1); “calendar year” — 
Interpretation Act 37(1)(a); “individual” — 248(1); “taxation 
year’ — 249, 


Interpretation Bulletins [s. 118.95]: IT-513R: Personal. tax 
credits. 


119. (1) Averaging for farmers and fisher- 
men — Where an individual’s chief source of in- 
come has been farming or fishing for a taxation year 
(in this section referred to as the “year of averag- 
ing”) and the 4 immediately preceding years for 
which the individual has filed returns of income as 
required by this Part (in this section referred to as the 
“preceding years”), if the individual, on or before the 
day on or before which the individual was required 
to file a return of the individual’s income for the year 
of averaging, or on or before the day on or before 
which the individual would have been required to 
file such a return if any tax had been payable by the 
individual for the year of averaging, files with the 
Minister an election in prescribed form, the tax paya- 
ble under this Part for the year of averaging is an 
amount determined by the following rules: 


(a) ascertain the amount, if any, remaining after 
deducting from the income for each year of the 
averaging period (which, in this section, means 
the year of averaging and the preceding years) all 
deductions permitted for that year by Division C, 
except the deductions permitted by section 110.4 
of this Act or section 109 of the Income Tax Act, 
chapter 148 of the Revised Statutes of Canada, 
1952, or any amount in respect of a loss for the 3 
years immediately following the year of averag- 
ing or any amount in respect of a loss deducted 
under this paragraph from income for a preceding 
taxation year in the averaging period, 


(b) determine the amount (in this section referred 
to as the “average gross income’) equal to Ys of 
the amount by which . 


(i) the total of the amounts determined under 
paragraph (a) for the years in the averaging 
period, 

exceeds 


(ii) the total of the amounts that would be de- 
ductible in respect of the losses for the taxa- 
tion years in the averaging period in comput- 
ing the taxable income for the year 
immediately following the year of averaging 
if the individual’s income from the same busi- 
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ness for that year were the total of the 
amounts determined under paragraph (a) for 
the years in the averaging period, 


(c) determine the amount (in this section referred 
to as the “average net income”) for each year in 
the averaging period equal to the. average gross 
income minus the deductions permitted for that 
year by section 109 of the Income Tax Act, chap- 
ter 148 of the Revised Statutes of Canada, 1952, 


(d) determine the amount (in this section referred 
to as the “average tax’’) for each year in the aver- 
aging period equal to the tax that would be paya- 
ble under this Part for the year if the taxable in- 
come for the year were the average net income 
for the year and no amount were deductible under 
subsection 127(5) for the year, 


(e) determine the amount, if any, by which 
(i) the total of the average taxes as determined 
under paragraph (d) 

exceeds 


(ii) the total of all amounts each of which is an 
amount deducted under subsection 127(5) in 
computing the tax payable for the preceding 
years other than any amount deemed by sub- 
section 127.1(3) to have been so deducted; 


(f) where 


(i) the total of all amounts each of which is the 
amount deemed by subsection 120(2) to have 
been paid on account of tax under this Part for 
a preceding year in the averaging period, 


exceeds 


(ii) the amount that would be determined 
under subparagraph (i) if the taxable income 
for each preceding year were the average net 
income for that year, 


add to the amount, if any, determined under para- 
graph (e) the amount of that excess, 


(g) where paragraph (f) does not apply, deduct 

from the amount, if any, determined under para- 

graph (¢) the amount, if any, by. which 
(i) the amount determined under subparagraph 
(f)(ii) | 

exceeds 


(ii) the amount determined under subpara- 
graph (f)(i), and 
(h) deduct from the amount resulting from the ap- 
plication of paragraph (f) or (g), as the case may 
be, the total of the taxes payable under this Part 
for the preceding years computed without refer- 
ence to section 120.2, 


and the remainder, if any, obtained under paragraph 
(h) is the tax payable under this Part for the year of 
averaging and no further deduction may: be made 
therefrom under any other provision of this Part ex- 
cept subsection 127(5). 


Related Provisions: 117(1)—Tax payable under this Part; 
119(4) — Election; 127.55 — Minimum tax not applicable. 
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Pre-RSC History: Para. 119(1)(h).amended by, 1988, c. 55, sub- 
sec. 93(1), to add “computed without reference to section 120. Dice 
applicable to 1987 et seq. 


Para. 119(1)(a), and all that portion of subsec. 119(1) following 
para. (c) substituted by 1984, c. 1, subsecs. 61(1) and (2). Para. 
119(1)(a), as substituted, applicable to 1980 ef seq;, and that portion 
of subsec. 119(1) following para. (c) as substituted, applicable to 
1983 et seq. Para. 119(1)(a) and that portion of subsec. 119(1) fol- 
lowing para. (c) formerly read: 


(a) ascertain the amount,.if any, remaining after deduct- 
ing from the income for each year of the averaging pe- 
riod (which, in this section, means the year of averaging 
and the preceding years) all deductions permitted for that . 
year by-Division C except the deductions. permitted, by 
section 109 or any amount in respect of a loss for the 
year immediately. following the year of averaging; 


ee he 


(d) determine the amount (in this section referred to as 

the “average tax”) for each year in the. averaging period 
equal to the tax that would be payable under this Part for 
the year if the taxable income for the year were the aver- 
age net income for’ the year; 


(d.1) where 


(i) the aggregate of all amounts each of which is the 
amount deemed by subsection 120(2) to have been 
paid on account of tax under this Part for a preceding 
year in the averaging period, 


exceeds 


(ii) the amount that would be determined under‘sub- 
_ paragraph (i) if the taxable income for each: preced- 
ing year were the average net income for that: year, 


add to the aggregate of the average taxes as determined 
under paragraph. (d) the amount of that excess, . 


(d.2) where paragraph (d.1) does not apply, deduct. from 
the aggregate of the average: taxes jas determined under. 
paragraph (d) the amount, if any, by which — 


Gi) the amount determined under subparagraph 
(d.1)Gi) 
exceeds 


(ii) the amount, determined under subparagraph 
(d)(i); and 


(e) deduct from the resulting amount as determined under 
paragraph (d.1) or (d.2), as the case may be, for the years 
in the averaging period the aggregate of the taxes payable 
under this Part for the preceding years; 


and. the remainder obtained under paragraph (e) is the tax 
payable under this Part for the year of averaging and no fur- 
ther deduction may be made therefrom under any other provi- 
sion of this Part. 


Paras. 119(1)(d:1); (d.2) added, 119¢1)(e) substituted by 1980-81- 
82-83, c. 48, subsec. 65(1), applicable to 1980 et seg. Para. (e) for- 
merly read: 


(e) deduct from the aggregate of the average taxes as deter- 
mined under paragraph (d) for the years in the averaging pe- 
riod the aggregate of the taxes payable under this Part for the 
preceding years; 


Selected Cases [subsec. 119(1)]: Israel’ v. The Queen, [1979] | 


C.T.C. 468 (FCTD) (Company to which taxpayer transferred farm- 
ing business held not to have income from farming in the year; in- 
come averaging not permitted); Wilfley v. The Queen, [1974] C.T.C, 
510 (FCTD) (Income averaging permitted to incorporator of com- 
pany to operate farm); Kul et al. v. The Queen, [1973] C.T.C. 846 
(FCTD) (Income averaging permitted to incorporators of company 
to operate farm where incorporators working for company as inde- 
pendent contractors). 


S..119(4) 


1.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Forms: T2011: Election to average income ae farmers. and 
fishermen. 


(2) Refunds — Where this section is applicable to 
the computation of an individual’s tax for a taxation 
year, the amount, if any, by which the total of 


(a) the total of taxes payable under this Part for 
the preceding years, and 


(b) the amount, if any, by which 
(i) the amount determined under Jeapupaets 


— O)d) G1) 
exceeds | 
(ii) the amount determined under subpara- 


graph (1)(f)@) 
exceeds the total of 


(c) the amount, if any, determined under. para- 
graph (1)(e), and 


(d) the amount, if any, by which 
(i) the amount determined under subparagraph 


(Ma) 
exceeds 


(ii) the amount determined under subpara- 
graph (1)(f)(i) | 
shall be deemed to be an overpayment made when 
the notice of assessment for the year of averaging 
was mailed. 
Pre-RSC History: Paras. 119(2)(b), (c) and (d) substituted by 
1984, c. 1, subsecs. 61(3) and (4), to substitute “para. (f)” for “para. 


(d.1)”-in paras. 119(2)(b) and (qd), applicable. to 1983. et seq. Para. 
(c) formerly read: 


(c) the aggregate of the average taxes as Apieamilied under 
paragraph (1)(d) for the years in the averaging period, and 


Subsec. 119(2) substituted by 1980-81-82-83, c. 48, subsec. 65(2), 
applicable to 1980 et seg. Subsec. (2) formerly read: 


(2) Where this section is applicable to the computation of an 
individual’s tax for a taxation year and the aggregate of the 
taxes payable under this Part for the preceding years exceeds 
the aggregate of the average taxes as determined under para- 
graph (1)(d) for the years in the averaging period, the excess 

shall be deemed to be an overpayment made when the notice 
of assessment for the year of averaging was mailed. 


(3) Assessment — The provisions of this Part re- 
lating to the assessment of tax, interest and penalties 
apply with such modifications as the circumstances 
require to an assessment whereby, for the purposes 
of this section, it is determined by the Minister that 
no tax is payable under this Part for the year of aver- 
aging or that an overpayment has been made as de- 
scribed in subsection (2). 


(4) Where subsec. (1) election null — An elec- 
tion under subsection (1) is a nullity unless the earli- 
est of the “preceding years” ended before 1988 and 
is one of the 6 years immediately preceding the year 
of averaging. 


Pre-RSC History: Subsec. 119(4) amended by 1988, c. 55, sub- 
sec. 93(2), to add “ended before 1988 and” and to substitute “imme- 
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diately preceding” for “immediately prior to”, applicable to 1988 er 
seq. 


(5) Revocation of election — An election filed 
under subsection (1) may be revoked by the individ- 
ual ‘ ) | 


(a) at any time before the Minister has first as- 
sessed the individual’s tax for the year of averag- 
ing; or 

(b) during the 30 day period immediately follow- 
ing any assessment by the Minister of the individ- 
ual’s tax for the year of averaging. 


(6) Limitation as to election — No election may 
be filed under this section by a taxpayer for a taxa- 
tion year if. ) 
(a) the averaging period resulting from the elec- 
tion would include a year that was included in an 
averaging period resulting from a previous elec- 
tion by the taxpayer under this section that has 
not been revoked under subsection (5); or 


(b) an amount has been added or deducted under 
section 110.4 in computing the taxable income of 
the taxpayer for the year or any other year of the 
averaging period. 

Pre-RSC History: Subsec. 119(6) substituted by 1980-81-82-83, 


c. 140, s. 78, applicable to the 1982 and subsequent taxation years, 
formerly read: 


(6) No election may be filed under this section for a taxation 
year if the averaging period resulting from the election would 
include a year that was included in an averaging period re- | 
sulting from a previous election that has not been revoked 
under subsection (5). 


(7) Rents or trust income from farming or 
fishing — For the purposes of subsection (1), 


(a) rents dependent on the lessee’s gross produc- 
tion in the course of farming or fishing, and 


(b) income from a trust or estate to the extent that 
it can reasonably be regarded as. having been de- 
rived from farming or fishing, 


shall be deemed to be income from farming or 
fishing. 


(8) Losses — Any amount in respect of a loss de- 
ducted in making a calculation under paragraph 
(1)(a) and any amount in respect of a loss described 
in subparagraph (1)(b)(ii) shall, for the purpose of 
computing taxable income for taxation years follow- 
ing the year of averaging, be deemed to have been 
deducted in respect of that loss in computing taxable 
income for a taxation year preceding the year for 
which the loss was determined. 


Pre-RSC History: Subsec. 119(8) substituted by 1984, c. 1, sub- 
sec. 61(5), applicable to 1983 et seg. Subsec. (8) formerly read: 


(8) Any amount in respect of a loss deducted in making a 
calculation under paragraph (1)(a) shall, for the purpose of 
section 111, be deemed to have been deducted in respect of 
that loss under this Act; and any amount in respect of a loss 
included in computing an aggregate for the purpose of sub- 
paragraph (1)(b)(ii) shall, for the purpose of section ie De 
deemed to have been deductible in respect of that loss under 
this Act. 
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(9) Investment tax credit — Where this section is 
applicable to the computation of an individual’s tax 
payable for a taxation year, the amount, if any, by 
which 


(a) the amount described in ‘subparagraph 
(1)(e)(ii) 
exceeds 


(b) the amount described ‘in subparagraph 
(1)(e)G) 
shall be added in computing the individual’s invest- 


ment tax credit at the end of that year, and paragraph 
12(1)(t) and subsections 13(7.1) and 53(2) shall not 


apply to any amount deducted under subsection 


127(5) for that year, or any subsequent taxation year, 
that may reasonably be attributed to the amount ad- 
ded under this subsection. 


Pre-RSC History: All that portion of subsec. 119(9) preceding 
para. (a) amended by 1985, c. 45, subsec. 64(1),..to substitute 
“Where this section is applicable” for “For the purposes of subsec- 
tion 127(9), where this section is applicable”, applicable to 1985 et 
seq. ; 

Subsec. 119(9) added by 1984, c. 1, subsec. 61(5), applicable to 
1983 et seq. 


(10) Idem — Notwithstanding the definition “in- 

vestment tax credit” in subsection 127(9), where a 
taxpayer has filed an election under subsection (1) 
for a year of averaging, in computing the taxpayer’s 
investment tax credit at the end of any of the preced- 
ing years, there shall not be included any amount in 
respect of property acquired, or an expenditure 
made, in or after the year of averaging. 


Pre-RSC History: Subsec. 119(10) substituted by 1985, c. 45, 
subsec. 64(2), applicable to 1985 et seg. Subsec. (10) formerly read: 


(10) Notwithstanding subsection 127(9), where a taxpayer 
has filed an election under subsection (1) for a year of averag- 
ing, no amount shall, in computing his investment tax credit 
at the end of any of the preceding years, be included in re- 
spect of property acquired, or an expenditure made, in or after 
the year of averaging. 


Subsec. 119(10) added by 1984, c. 1, subsec. 61(5), applicable to 
1983 et seq. 


Definitions [s. 119]: “amount”, “assessment” — 248(1): “es- 
tate” — 104(1), 248(1); “farming”, “fishing”, “individual” — 
248(1); “investment tax credit” — 127(9), 248(1); “Minister”, “pre- 
scribed” — 248(1); “tax payable” — 248(2); “taxable income” — 
2(2), 248(1); “taxation year” — 249; “taxpayer” — 248(1); 
“trust” — 104(1), 248(1), (3). 

Interpretation Bulletins [s. 119]: IT-156R: Feedlot operators; 
IT-433R: Farming or fishing —use of cash method. > 


120. (1) Income not earned in a province — 
There shall be added to. the tax otherwise payable 
under this Part by an individual for a taxation year an 
amount that bears the same relation to 52% of the tax 
otherwise payable under this Part by the individual 
for the year that 


(a) the individual’s income for the year, other 
than the individual’s income earned in the year in 
a province, 
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bears to 
(b) the individual’s income for the year. 


Related Provisions: 117(1)— Tax payable under this Part; 
120(3) — “Income for the year” defined; 120(4) — Income earned 
in the year in a province; 120.1(8) — Where amount included by s. 
120°1: 


Pre-RSC History: That portion of subsec. 120(1) preceding para. 
(a) amended by 1990, c. 39, s. 26, to substitute “52%” for “47%” 
and “by the individual” for “by him”, applicable to 1989 et seq. ex- 
cept that for the 1989 taxation year, the reference to “52%” shall be 
read as a reference to “49.5%”. 


That portion of subsec. 120(1) preceding para. (a) substituted by 
1980-81-82-83, c. 140, subsec. 79(1), applicable to the 1982 and 
subsequent taxation years, to substitute “47%” for “43%”. 


All that portion of subsec. 120(1) preceding para. (a) substituted by 
1977-78, c. 1, subsec. 57(1), applicable to 1977 et seq., to substitute 
“43%” for “30%”. 


Interpretation Bulletins: IT-393R2; Election re tax on rents and 
timber royalties — non-residents; IT-434R:-Rental of real property 
by individual. 


(2) Amount deemed paid in présdribed man- 
ner — Each individual is deemed to have paid, in 
prescribed manner and on prescribed dates, on ac- 
count of the individual’s tax under this Part:for.a tax- 
ation year an amount that bears the same relation to 
3% of the tax otherwise payable under this Part by 
the individual for the year that : 


(a) the individual’s income earned in the year in a 
province that, on January 1, 1973, was a province 
providing schooling allowances within the mean- 
ing of the Youth Allowances Act, chapter Y-1 of 
the Revised Statutes of Canada, 1970, 


bears to 


(b) the individual’s income for the year. 


Related Provisions: 117(1) — Tax. payable under this Part; 
120(3) — “Income for the year” defined; 120.1(5) — Credit for 
Quebec residents where forward averaging credit claimed, 
152(1) — Assessment; 160.1 — Where excess refunded. 


Pre-RSC History: Subsec. 120(2) substituted by 1980-81-82-83, 
c. 48, subsec. 66(1), applicable to 1980 et seg. Subsec. (2) formerly 
read: 


(2) Deduction from tax re income earned in province 
providing schooling allowances — There may be deducted 

_ from the tax otherwise payable under this Part by an individ- 
ual for a taxation year an amount that bears the same relation 
to 3% of the tax otherwise payable under this Part by him for 
the. year that 


(a) his income earned in the year in a province that, on 
the Ist day of. January, 1973, was a province providing 
schooling allowances within the meaning of the Youth 
Allowances Act, 


bears to 


(b) his income for the year. 


Para. 120(2)(a) substituted by 1973-74, c. 45, s. 8, applicable to — 


1974 et seg. Para. 120(2)(a) formerly read: 


(a) his income earned in the year in a province providing 
schooling allowances, within the meaning of the Youth Al- 
lowances Act, 
Notes: S. 27 of the Federal-Provincial Fiscal Arrangements and 
Federal Post-Secondary Education and Health Contributions Act, 
R.S.C. 1985, c. F-8, provides an additional 13.5% credit for re- 
sidents of Quebec. 
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Selected Cases [subsec. 120(2)]: Hollinger v. The Queen, 
[1974] C.T.C. 693 (FCA) (Amounts received by passive partner in 
U.S. business constituted income from business; no provincial 
abatement). 


Regulations: 6401 (prescribed date is December 31 of each year). 


Remission Orders: Income Earned in Quebec Income Tax Re- 
mission Order, P.C. 1989-1204 (reduction in pails for cer- 
tain income related to Quebec), 


(2.1) Idem — Where section 119.is applicable to ‘the 
computation of an individual’s tax for a taxation year 
(referred to in that section as the “year of averag- 
ing”), notwithstanding subsection (2), the amount 
deemed by that subsection to have been paid on ac- 
count of the individual’s tax under this Part for the 
year shall be equal to the amount that would be de- 
termined under that subsection if the reference 
therein to “the tax otherwise payable under this Part 
by the individual for the year” were read as a refer- 
ence to “the amount that would be the tax otherwise 
payable under this Part by the individual if the indi- 
vidual’s taxable income for the year were the indi- 
vidual’s average net income (within the meaning of 
paragraph’ 119(1)(c)) for the year”. 

Pre-RSC History: Subsec. 120(2.1) added by 1980-8 1-82-83, c. 
48, subsec. 66(1), applicable to 1980 ef seq. 


(3) Definition of “the individual’ s income for 
the year” — In subsections (1) and (2), “the indi- 
vidual’s income for the year” means 


(a) in the case of an individual to whom section 
114 applies who was resident in Canada during 
part of the year and during some other part of the 
year was not resident in Canada,,the amount that 
would be determined under that section to be the 
individual’s taxable income for the year if that 
section were read without reference to the, words 
following paragraph 114(b); and 


(b) in the case of an individual to:whom section 
115 applies who. was not resident in- Canada at 
any time in the taxation year,:the amount that 
would be determined under Division D to be the 
individual’s taxable income for the:year if sub- 
section 115(1) were read without reference to the 
words following paragraph 115(1)(c). 


(3.1) [Repealed under former Act] 


Pre-RSC History: Subsec. 120(3.1) repealed by 1986, c. 6, sub- 
sec. 66(1), applicable to 1986 et seq. Subsec, (3.1) formerly read: 


(3.1) Additional deduction from tax—-There may be de- 
ducted from the tax otherwise payable under this Part by an 
individual for a taxation year the amount, if any, by which 


(a) $50 or, where the individual’s spouse was resident in 
Canada during the year, $50 plus the. amount, if any,, by 
which $50 exceeds the amount, if any, of that spouse's 
tax otherwise payable under this Part for the year com- 
puted without reference to section 120.1 


exceeds 


(b) 10% of the amount by which the individual’s tax oth- 
erwise payable under this Part for the year exceeds 
$6,000, 


except that where the individual’s return of income is filed 
pursuant to subsection 70(2) or 150(4) or paragraph 104 


983 


S. 120(3.1) 


(23)(d) or 128(2)(e), the individual’s spouse was resident in 
Canada during the year and an excess is determined under 
paragraph (a) for the year, the excess shall, notwithstanding 
that determination, be deemed to be nil. 


All that portion of subsec. 120(3.1) following para. (b) amended by 
1985, c. 45, subsec. 65(1), to substitute reference to para. 128(2)(e) 
for reference to subsec. 128(2), applicable to 1984 et seq. 

Subsec. 120(3.1) substituted by 1984, c. 1, subsec. 62(1), applicable 
to 1984 et seg. except that the references to “$50” in subsection 


120(3.1) shall be read as references to “$200” for the 1984 taxation ° 


year and “$100” for the 1985 taxation year. Subsec. (3:1) formerly 
read: ‘ 


(3.1) Additional deduction from tax — There may be de- 
ducted from the tax otherwise payable under this Part by an 
individual for a taxation year an amount equal to the aggre- _ 
gate of 


(a) $200, and 


(b) where during the year the individual had a spouse 
who was resident in Canada, the amount, if any, by 
which 


(i) $200 
exceeds 


(ii) the amount, if any, of his spouse’s tax otherwise 
payable under this Part for the year computed with-. 
out reference to section 120.1, 


except that, where the individual’s return, of income is filed 
pursuant to subsection 70(2), 128(2) or 150(4) or paragraph 
104(23)(d), the excess .otherwise computed under paragraph 
(b) in respect of that return. shall be deemed to be nil. 


Subsec. 120(3.1) substituted by 1980-81-82-83,-c, 140, subsec. 
79(2), applicable to the 1982 and subsequent taxation years. Subsec. 
(3.1) formerly read: 


(3.1) There may be deducted from the tax otherwise payable 
under this Part by an individual for a taxation year an amount 
equal to the greater of © boat JOM @ 


(a) $200 and 


(b) 9% of the tax otherwise payable under this Part by the 
individual for the year, or $500, whichever is ‘the lesser. 


Subsec. 120(3.1) substituted by 1978-79, c. 5, Ss. 3: applicable to 
1979 et seq. Subsec: (3.1) formerly read: 


(3.1) There may be deducted from the tax otherwise payable 
under this Part by an individual for a taxation year an amount, 
not exceeding $500, equal to the aggregate of 


(a) the greater of $200 and 9% of the tax otherwise paya- 
ble under this Part by the individual for the year, and 


(b) the product obtained when $50 is multiplied by the 
number of children each of whom 


(i) has not attained the age of 18 years before the end 
of the year, and 


(i1) was resident in Canada during the year, 


and in respect of whom an amount was deductible by the 
individual under paragraph 109(1)(b), (d) or (e) from his 
income for the year for the purpose of computing his tax- 
able income for the year. 


Subsec. 120(3.1) substituted by 1977-78, c. 1, subsec. 57(2), appli- 
cable to 1977 et seg. except that in its application to the 1978 taxa- 
tion year, the reference in para. 120(3.1)(a) to $200 shall be read as 
a reference to $300. Subsec. (3.1) formerly read: 


(3.1) There may be deducted from the tax otherwise payable 
under this Part by an individual for a taxation year an amount 
equal to the greater of 


(a) $200, and 


(b) 9% of the tax otherwise payable under this Part by the 
individual for the year, or $500, whichever is the lesser. 
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Para. 120(3.1)(b) substituted by 1976-77, c. 10, subsec. 52(5), appli- 
cable to 1977 et seq., to substitute “9%” for “8%”. 
Para. 120(3.1)(b) substituted by 1974-75-76, c. 71, s. 3, applicable 
to 1975 et seq. “ne nyt 
Paras. 120(3.1)(a), (b) substituted by 1974-75-76, c. 26, subsecs, 
77(1), (2), applicable, as to para. 120(3.1)(a), to 1974 et seq., except 
that, in its application to 1974, para. 120(3.1)(a) shall be read as 
follows: “(a) $150, and’, as to para. 120(3.1)(b), to 1975 et seq. 
Paras. (a), (b) formerly read: 

(a) $100, and 

(b) 5% of the tax otherwise payable under this Part by the 

individual for the year, or $500, whichever is the lesser. 


Subsec. 120(3.1) substituted by 1973-74; c: 30, s. 17, applicable to 
1973 et seg. Subsec. (3.1) formerly read: paadin 


(3.1) There may be deducted from the tax otherwise payable 
under this Part by an individual for the 1972 taxation year an 
amount equal to 3% of the aggregate of 


(a) the tax otherwise payable under this Part by the indi- 
vidual for the year, and HO 


(b) any amount added to the tax otherwise payable under 
this. Part by. the individual. for: the year pursuant to.sub- 
section (1). 


Subsec. 120(3.1); added by 1972, c,.9, s..1. 
(4) Definitions — In this section, 


“Gncome earned. in the year in.a province” means’. 
amounts determined under. rules. prescribed: for. the 
purpose by regulations made on the recommendation 
of the Minister of Finance; yas . 
Pre-RSC History: The definition “income earned in.the year.in a 
province” was_para. 120(4)(a). 

Regulations: 2600+2607 (rules determining income earned in: the 
year in a province). 


Interpretation Bulletins: IT-434R: Rental of real property by 
individual. a 


“province [para. 120(4)(b)]” — [Repealed under 
former Act] : oe: selete si 
Pre-RSC History: Para. 120(4)(b) repealed by 1980-81-82-83, c. 
48, subsec. 66(2), applicable to 1980 et seq: Paras, (b) formerly, 
read; ’ oa 

(b) “province” does not include the Yukon Territory; and ' 


Para. 120(4)(b) substituted by 1977-78) :¢.°32, s:'29, applicable to 
1978 et seq. Para. (b) formerly read: los anibivorcs 


(b) “province” does not include the Northwest Territories or 
the Yukon Territory; and i 


“tax otherwise payable under this Part” by an in- 
dividual for a taxation year means the greater of 
(a) the amount, if any, by which the total of 
(i) the individual’s minimum amount for the 
year determined under section 127.51; and 
(ii) any amount required under subsection 
120.1(2) to:be added to the tax. payable by the 
individual for the year under this Part, . 
exceeds any amount that may be deducted under 
subsection 120.1(1) from the tax’ payable by the 
individual for the year under this Part, and ) 
(b) the amount that, but for this section and sub- 
section 117(6), would be the tax payable under 
this Part by the individual for the year if‘the indi- 
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vidual were not entitled to any deduction under 
any of sections 126, 127, 127.2 and 127.4. 


Related Provisions: 117(1)—Tax payable under this Part, 
127(17) — “Tax. otherwise payable”. 


Pre-RSC History: The definition “tax otherwise payable under 
this Part” was para. 120(4)(c). See Table of Concordance. 


Para. 120(4)(c) substituted by 1986, c. 55, s. 37, applicable to taxa- 
tion years commencing after 1985. Para. (c) formerly read: 


“tax otherwise payable under this Part”, in relation to a taxa- 
tion year, means the amount that, but for this section and sub- 
section 117(6), would be the tax payable by a taxpayer under 
this Part for the taxation year if the taxpayer were not entitled 
to any deduction under any of sections 126, 127, 127.2 and 
127.4. . 


Para. 120(4)(c) amended by 1986,.c. 6, subsec. 66(2), applicable to 
1985 et seg., to substitute “any.of sections 126, 127, 127.2 and 
127.4" for “section 126, 127 or. 127.2”. 


Para. 120(4)(c) substituted by 1984, c. 1, subsec. 62(2), applicable 
to 1982 et'seg. Para. (c) formerly read: 


(c) “tax otherwise payable under this Part” means the amount 
that, but for this section and subsection 117(6), would be the 
tax payable by a taxpayer under this Part for the taxation year 
in respect of which the expression is being applied if the tax- 
payer were not entitled to any deduction under section 126 or 
127. . 


Para. 120(4)(c) amended by 1980-81-82-83, c. 48, subsec. 66(3), 
applicable to 1979 ef seq. Para. (b) formerly read: 


(c) “tax otherwise payable under this Part” means 


(i) where a taxpayer’s tax for the taxation year in respect 
of which the expression is being applied is computed in 
accordance with the table prescribed under subsection 
117(6), the tax so computed, and 


(ii) in any other case the amount that, but for this section, 
would be the tax payable by.a taxpayer under this Part for 
the taxation year in respect of which the expression is be- 
ing applied if the taxpayer were not entitled to any de- 
duction under section 126 or 127. 


Subpara. 120(4)(c)Gii) substituted by 1974-75-76, c. 26, subsec. 
71(3), applicable on and after August 1, 1974, to delete reference to 
s.126.1, 

Subpara. 120(4)(c)(ii) substituted by 1973-74, c. 51, s.18, in force 
August 1, 1974, to add reference to s. 126.1. 


Selected Cases [s. 120]: Lemaire v..Canada, [1995] 1 C.T.C. 
2844 (TCC) (Tax Court cannot grant relief from provincial taxation 
or order refund of-provincial taxes deducted at source), 

Definitions [s. 120]: “amount” — 248(1); “Canada” — 255; “in- 
come earned in the year in a province” — 120(4); “income for the 


year” — 120(3); “individual”, “prescribed” — 248(1); “prov-— 


ince” — Interpretation Act 35(1); “regulation” — 248(1); “resident 
in Canada” — 250; “tax otherwise payable” — 120(4); “tax paya- 
ble” — 248(2); “taxable income” — 2(2), 248(1); “taxation 
year” — 249; “taxpayer” — 248(1). 


1.T. Application Rules [s. 120]: 40(1), (2); 49(3). 


120.1 (1) Forward averaging credit — There 


may be deducted from the amount that would, but _ 


for this section, be the tax otherwise payable under 
this Part (other than the tax payable with respect to a 
return of income referred to in subsection 110.4(5)) 
by an individual for a taxation year an amount equal 
to the product obtained when 


(a) the amount specified in the individual’s elec- 
tion for the year under subsection 110.4(2) and, 


S. 120.1(2)(a) 


where the individual’s legal representative has 
filed on the individual’s behalf an election under 
subsection (2) for the year, the individual’s accu- 
mulated averaging amount at the end of the year 


is multiplied by 


(b) the percentage referred to. in paragraph 
117(2)(c). 
Related Provisions: 117(1) — Tax payable under this Part. 
Pre-RSC History: Subsec. 120.1(1) substituted by 1988, ¢. 55, s. 


94, applicable with respect to elections filed for 1988 et seq. Sub- 
sec. (1) formerly read: 


120.1 (1) Deduction — There may be deducted from the 
amount that would, but for this section, be the tax otherwise 
payable under this Part (other than the tax payable with re- 
spect to a return of income referred to in subsection 110.4(5)) 
by an individual for a taxation year an amount equal to the 
product obtained when 
(a) the amount specified in his election for the year under 
subsection 110.4(2) and, where he died in the year and 
was resident in Canada at the time of his death, his accu- 
mulated averaging amount at the end of the year 


is multiplied by 
(b) the percentage referred to in paragraph 117(5.2)Q). 


Subsec. 120.1(1) substituted by 1984, c. 1, subsec. 63(1), applicable 
to 1982 et seg. Subsec. (1) formerly read: 


120.1 (1) Deduction — There may be deducted from the 
amount that would, but for this section, be the tax otherwise 
payable under this Part by an individual for a taxation year an 
amount equal to the product obtained when 


(a) the amount included under subsection 110.4(2) in 
computing his taxable income for the year, and, where he 
died in the year and was resident in Canada throughout 
the year, his accumulated averaging amount at the end of 
the year, 

is multiplied by 
(b) the percentage referred to in paragraph 117(5.2)Q). 


Remission Orders: Prescribed Areas Forward Averaging Remis- 
sion Order, P.C. 1994-109 (remission for certain residents of pre- 
scribed areas who filed forward averaging elections for 1987). 


Forms: T1 General, Sched. 1: Deduction of forward averaging 
credit. 


(2) Year of death — Where an individual dies in a 
taxation year before 1998 (and is resident in Canada 
at the time of death) and the individual’s legal repre- 
sentative files with the individual’s return of income 
(other than a return of income referred to in subsec- 
tion 110.4(5)) for the year an election in prescribed 
form on or before the day on or before which the 
return is required to be filed, there shall be added to 
the amount that would, but for this section, be the 
individual’s tax payable for the year under this Part 
with respect to the return of income an amount equal 
to the amount, if any, by which 


(a) the total of the taxes that would have been 
payable by the individual under this Part for the 
three immediately preceding taxation years if the 
individual’s taxable income otherwise determined 
for each of those years were increased by '/ of 
the individual’s accumulated averaging amount at 
the end of the year in which the individual died 
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S. 120.1(2) 


and if this Part were read without reference to 
sections 119 to 127.3 


exceeds 


(b) the total of the taxes that would have been 
payable by the individual under this Part for the 
three immediately preceding taxation years if this 
Part were read without reference to sections 119 
to: 127.3. 


Related Provisions: 117(1) — Tax payable under this Part: 


Pre-RSC History: Subsec. 120.1(2) substituted by 1988, c. 55, s. 
94, applicable with respect to elections filed for 1988 et seq. Sub- 
sec. (2) formerly read; 


(2) Addition — There shall be added to the amount that 
would, but for this section, be the tax otherwise payable 
under this Part (other than the tax payable with respect to a 
return of income referred to in subsection 110.4(5)) by an in- 
dividual for a taxation year an amount equal to 


(a) the product obtained when the amount deducted under 
subsection. 110.4(1). in computing his taxable income for 
the year is multiplied by the percentage referred to in par- 
agraph 117(5.2)(j); and 


(b) where he died in the year and was resident in Canada 
at the time of his death, the amount, if any, by which 


(i) the aggregate of the taxes that would have been 
payable by him under this Part for the three immedi- 
ately preceding taxation years if his. taxable income 
otherwise determined for each of those years were 
increased by 1/3 of his accumulated averaging amount 
at the end of the year in which he died and if this Part 
were read without reference to sections 118 to 127.3 


exceeds 


(ii) the aggregate of the taxes that would have been 
payable by him under this Part for the three immedi- 
ately preceding taxation years if this Part were read 
without reference to sections 118 to 127.3. 


Para. 120.1(2)(b) substituted by 1984, c. 45, subsec. 38(1), applica- 
ble to 1982 et seq. Para. (b) formerly read: 


(b) where he died in the year and was resident in Canada at 
the time of his death, the amount, if any, by which 


(i) the aggregate of the taxes that would, if this Part were 
read without reference to sections 118 to 127.3, have 
been payable by him under this Part.for the three imme- 
diately preceding taxation years if he had specified, for 
each of those years in elections under subsection 
110.4(2), / of his accumulated averaging amount at the 
end of the year in which he died 


exceeds 


(ii) the aggregate of the taxes that would, if this Part were 
read without reference to sections 118 to 127.3, have 
been payable by him under this Part for the three imme- 
diately preceding taxation years. 


Subsec. 120.1(2) substituted by 1984, c. 1, subsec. 63(2), applicable 
to 1982 et seg. Subsec. (2) formerly. read: 


(2) Addition — There shall be added to the amount that 
would, but for this section, be the tax otherwise payable 
under this Part by an individual for a taxation year an amount 
equal to 


(a) the product obtained when the amount deducted under 
subsection 110.4(1) in computing his taxable income for 
the year is multiplied by the percentage referred to in par- 
agraph 117(5.2)(j); and 
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(b) where he died in the year and was resident ‘in; Canada 
at the time of his death, the aggregate of 


(i) the amount, if any, by. which 


(A) the aggregate of his taxes that would have 
been payable under this Part for the three. imme-. 
diately preceding taxation years if his taxable in- , 
come otherwise determined for each of those 
"years were increased by '/3 of his accumulated 
averaging amount at the end of the year and ‘if 
this Part were read without reference to subsec- 
tion (3) and sections 120, 121;.126 and 127, 


exceeds 


(B) the aggregate of his taxes that would have 
been payable under this Part for the three imme- 
diately preceding taxation years if this Part were 
read without reference to subsection (3) and sec- 
tions 120, 121, 126 and 127, afd 


(ii) the amount, if any, by which 


(A) the aggregate of the, amounts that would 
have been deemed to be paid by him on account 
of his tax for the three immediately preceding 
taxation years under subsection (4) if this Part 
_were read without reference. to subsections (3) 
and 120(1) ' 


exceeds 


(B) the aggregate of the amounts that would 
have been deemed to be paid by him on account ; 
of his tax for the three immediately preceding 
taxation years under subsection (4) if his taxable 
income otherwise detérmined for each of those 
years. were increased by. '/s of his accumulated 
averaging amount at the end of the year and if 
this Part were read without reference to subsec- 
tions (3) and 120(1). 


(3) Deduction and additions — Each amount de- 
ducted or added under subsection (1) or.(2).in com- 
puting the tax payable under this Part by an individ- 
ual for a taxation year shall, notwithstanding those 
subsections, be equal to the total of 


(a) the amount that would, but for this subsection, 
be determined for the year under subsection (1) 
or (2), as the case may be, and 


(b) an amount equal to that proportion of 52% of 
the amount referred to in paragraph (a) that 


(i) the individual’s income for the year, other 
than the individual’s income earned in the 
year in a province, 

is of . 
(ii) the individual’s income for the year. 


History: That portion of para. 120.1(3)(b) preceding subpara. (i) 
amended by 1994, c..7, Sch. II (1991: c. 49), s.97 to ‘Substitute 
“52%” for “47%”, applicable to 1989 et seq. except that for the 
1989 taxation ‘year “52%”? shall be read ase49.5%%.. 


Pre-RSC History: Subsec. 120.1(3) substituted by 1988,c. 55, s. 
94, applicable with respect to elections filed for 1988 et seq. Subsec 
(3) formerly read: ; , 


(3) Where change of province of residence — Notwith- 
standing subsections (1) and (2), ; 


(a) the amount deducted under subsection (1), 
(b), the product determined. under paragraph (2)(a), and 
(c) the amount, if any, determined under paragraph (2)(b) 
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for a taxation year shall be equal to the aggregate of ~ 


_. (d) the amount that would, but for this subsection, be de- 
termined for. the year. under that subsection or that para- 
graph, as the case may be, and 


(e) an amount equal to that proportion of 47% of the 
amount referred to in paragraph (d) that 


(i) the individual’s income for the year, other than 
his imcome earned in the year in a province, 
is of 
(ii) his income for the year. 
Subsec. 120.1(3) substituted by 1984, c. 45, subsec. sick applica- 
ble to.1983 et seg. Subsec. (3). formerly: read: 


(3)' Individual not resident — Notwithstanding subsections 
(1) and (2), where an individual was not resident in a prov- 
ince on the last day of a taxation year, 


(a) the amount deducted under subsection :(1), 
.. (b) the. product determined under-paragraph (2)(a),’ and 
(c) the amount, if any, determined under paragraph (2)(b) 
_ for that year shall be equal to 147% of the'amount that would 


otherwise be determined under.that subsection or that para- 
graph, as the case may be. 


(4) Presumption — Where the amount detuouple 
by an individual, under subsection (1) exceeds, the 
amount that would, but for that subsection, be the in- 
dividual’s tax otherwise payable under this Part for 
the year, the excess shall be deemed to be an amount 
paid by the individual, on the day the individual was 
required to file the election under subsection 
110.4(2), on account of the individual’s tax for the 
year under this Part. . 


Related Provisions: 117(1) — Tax. payable under this Part; 


152(1) — Assessment. 


(5) Reduction — Notwithstanding subsection (4), 
the amount, of the excess referred to in that subsec- 
tion shall be reduced by an amount equal to that pro- 
portion of 16.5% of the amount of the excess that 


(a) the individual’s income earned in the year in a 
province that, on January 1, 1973, was a province 
providing schooling allowances (within the 
meaning of the Youth Allowances Act, chapter Y- 
1 of the Revised Statutes of Canada, 1970) 


is of 
(b) the individual’s income for the year. 


Pre-RSC History: Subsec. 120.1(5) substituted by 1984, c. 45, 


subsec.’ 38(3), applicable to 1983 et seg. Subsec. (5) formerly read: 


(5) Individual resident — Notwithstanding subsection’ (4), 
where an individual was resident on the last day of a taxation 
year in a proyince that, on the Ist day of January 1973, was a 
province providing schooling allowances within the meaning 
of the Youth Allowance Act, the amount of the excess referred 
to in that subsection shall be reduced by an amount equal to 
16.5% of the amount thereof. 


(6) Individual not resident — Where an individ- 
ual was not resident in Canada throughout the taxa- 
tion years referred to in paragraph (2)(b), the amount 
determined under that paragraph shall be equal to the 
amount that would have been so determined if the 
individual had been resident in Canada throughout 


S. 120.2(1)(a) 


those years and the imdividual’s incomes for those 


years had been from sources in Canada. 


(7) Application — This section does not apply to 
an individual described in subsection (6) unless the 
individual’s legal representatives have, on or before 
the day on or before which they were required to file 
the individual’s return of income under this Part for 
the taxation year in which the individual died (or 
would have been required to file such a.return had 
tax been payable by the individual under this Part for 
the year), filed a return of the individual’s income 
for each of the three taxation years referred to in par- 
agraph (2)(b) in the same form and containing the 
same information as the return that the individual, or 
legal representatives, would have been required to 
file under this Part if the individual had been resident 
in Canada throughout each of those three years and 
if tax had been payable by the individual under this 
Part for each of those three years. 


(8) Amount required to be included — Where 
an amount is required by virtue of this section to be 
included in computing the individual’s tax otherwise 
payable under this Part for a taxation year, the refer- 


ences in subsection 120(1) and»section 121 of this 


Act and subsection 120(3.1) of the Income, Tax Act, 
chapter 148 of the Revised Statutes of Canada, 1952, 
to “the tax otherwise payable under this Part’ shall 
be read as references to. “the amount that: would, but 


for section 120.1, be the tax otherwise payable under 


this Part’’. 


I.T. Application Rules [subsec. 120.1(8)]: 69 (meaning of 
“Income Tax Act, chapter shi of the pore Statutes of Canada, 
19528) 


Pre-RSC History [s, 120.1]: S. 120.1 added by 1980-81-82-83, c. 
140, s. 80, applicable to 1982 et seq. - 


Selected Cases [s. 120.1]: Miller v. MNR, [1990] 2.C.T.C. 4 
(FCTD); rev’d (sub nom. Miller v. R) [1993] 1 C.T.C. 269, 93 DTC 
5035 (FCA) (Amendment of election cle subsequent to 
filing). 


Definitions [s. 120.1]: “accumulated averaging amount” — 
110.4(8); “amount” — 248(1);. “Canada” — 255; “individual” — 
248(1);. “province” — Interpretation Act 35(1); “resident in Can- 
ada” — 250; “tax payable” — 248(2); “taxable income” — 2(2), 
248(1); “taxation year” — 249. 


120.2 (1) Minimum tax carry-over — There may 
be deducted from the amount that, but for this sec- 
tion and sections 120 and 120.1, would be the tax 
payable under this Part by an individual for a partic- 
ular taxation year such amount as the individual may 
claim not exceeding the lesser of 


(a) the portion of the total of the individual’s ad- 
ditional taxes determined under subsection (3) for 
the 7 taxation years immediately preceding the 
particular year that was not deducted in comput- 
ing the individual’s tax payable under this Part 
for a taxation year preceding the particular year, 
and 
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(b) the amount, if any, by which 


(i) the amount that, but for this section, sub- 
section 117(6), sections 120 and 120.1, would 
be the individual’s tax payable under this Part 
for the particular year if the individual were 
not entitled to any deduction under any of sec- 
tions 126, 127 and 127.2 to 127.4 


exceeds 


(ii) the individual’s minimum amount for the 
particular year determined under section 
At a 


(2) [Repealed under former Act] 


Pre-RSC History: Subsec. 120.2(2) repealed by 1988,c. 55, sub- 
see. 95(1), applicable to 1987 et seg. Subsec. (2) formerly read: 


(2) Death of individual — Notwithstanding subsection (1), 
where an individual dies in a taxation year (in this subsection 
referred to as the “year of death”), in computing for each of 
the 3 taxation years (in this subsection referred to as the “par- 
ticular year”) preceding the year of death the amount that, but 
for sections 120 and 120.1 and this section, would be the tax 
payable under this Part by him for the particular year, there 
may be deducted, in addition to any amount that may be de- 
ducted under subsection (1), such amount as may be claimed 
not exceeding the lesser of 


(a) the portion of the aggregate of his additional taxes de- 
termined under subsection (3) for the 7 taxation years im- 
mediately preceding the particular year and any taxation 
year subsequent to the particular year that was not de- 

_ ducted-in computing his tax payable under this Part for 
any other taxation year, and 


(b) the amount, if any, by which 


(i) the amount that, but for subsection 117(6), sec- 
tions 120 and 120.1 and this section, would be his 
tax payable under this Part for the particular year if 
he were ‘not entitled to any deduction under any of 
sections 126, 127 and 127.2 to 127.4 


exceeds 


(ii) his minimum amount for the particular year de- 
termined under section 127.51. 


(3) Additional tax determined — For the pur- 
poses of subsection (1), additional tax of an individ- 


ual for a taxation year is the amount, if any, by 
which 


(a) the individual’s minimum amount for the year 
determined under section 127.51 


exceeds the total of 


(b) the amount that, but for subsection 117(6) and 
sections 120 and 120.1, would be the tax payable 
by the individual under this Part for the year if 
the individual were not entitled to any deduction 
under any of sections 126, 127 and 127.2 to 
127.4, and 


(c) that proportion of the amount, if any, by 
which 


(1) the individual’s special foreign tax credit 
for the year determined under section 127.54 
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exceeds 


(ii) the total of all amounts deductible under 
section 126 from the individual’s tax for the 
year 


that . 
(iii) the amount. of the individual’s foreign 


taxes for the year within the meaning assigned 
by subsection 127.54(1) 
is of 

(iv) the amount that would be the individual’s 
foreign taxes for the year within the meaning 
assigned by subsection 127.54(1) if the defini- 
tion “foreign taxes” in that subsection were 
read without reference to “4/3 of”. 


Related Provisions: 117(1) Tax payable under this Part. 


(4) Where subsec. (1) does not apply — Sub- 
section (1) does not apply in respect of 


(a) an individual’s return of income filed under 
subsection 70(2), paragraph 104(23)(d) or 
128(2)(f) or subsection 150(4); or 


(b) a taxation year of an individual in respect of 
which the individual has made an election under 
section 119, 


History: Para. 120.2(4)(a) amended by 1998, c. 19, s. 137, applica- 
ble to taxation years that begin after April 26, 1995. Para. 
120.2(4)(a) formerly read: 


(a) a return of income of an individual filed under subsection 
70(2), paragraph 104(23)(d) or 128(2)(e) or subsection 
150(4); or 
Pre-RSC History: That portion of subsecs. (3); (4) preceding para. 
(a) of each amended to delete reference to subsec. (2) by 1988, c. 
55, subsecs. 95(2),(3), applicable to 1987 et seq. 


Pre-RSC History [s. 120.2]: S. 120.2 added by 1986, c. 55, s. 38: 
subsec. 120.2(1) applicable to “taxation years commencing after 
1985, and subsecs. (2), (3) and (4) applicable to taxation years com- 
mencing after 1983, 

Selected Cases [s. 120.2]: Netupsky v. Canada, [295] G:T.C. 
2321 (TCC) (Alternative minimum tax not unconstitutional). 
Definitions [s. 120.2]: “amount”, “individual” — 248(1); “tax 
payable” —.248(2); “taxation year” — 249. 


120.3 CPP/QPP disability [or other] benefits 
for previous years — There shall be added in 
computing an individual’s tax payable under ‘this 
Part for a particular taxation year the total of all 
amounts each of which is the amount, if any, by 
which 


(a) the amount that would have been the tax pay- 
able under this Part by the individual for a pre- 
ceding taxation year if that portion of any amount 
not included in computing the individual’s in- 
come for the particular year because of subsec- 
tion 56(8) and that relates to the preceding year 
had been included in computing the individual’s 
income for the preceding year 


exceeds 


(b) the tax payable under this Part by the individ- 
ual for the preceding year. 
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History: S. 120.3 added by 1994, c. 7, Sch. IT (1991, c.49), s. 98, 
applicable to 1990 et seq. 


Definitions [s. 120.3]: 


“amount”, “individual” — 248(1); “tax 
payable” — 248(2); “taxation year” — 249. 

121. Deduction for taxable dividends — There 
may be deducted from the tax otherwise payable 
under this Part by an individual for a taxation year */3 
of any amount that is required by paragraph 82(1)(b) 
to be included in computing the individual’s income 
for the year. 


Related Provisions: 82(2) — Dividends deemed received by tax- 
payer; 117(1) — Tax payable under this Part; 118.92 — Ordering of 
credits; 120.1(8) —-Where amount included by s. 120.1. 


Pre-RSC History: S. 121 substituted by 1986, c. 55, s. 39, appli- 
cable with respect to taxable dividends received after 1986. S. 121 
formerly read; 


121. Deduction in.respect of taxable dividends — There 
may, be deducted. from the tax otherwise payable under this 
Part by an individual for a taxation year 68% of any amount 
that is, by paragraph 82(1)(b), required to be included in com- 
puting his income for the year. 


S. 121 substituted by 1980-81-82-83, c. 140, s: 81, applicable with 
respect to dividends received after 1981, to substitute “68%” for 
Elias 

S. 121 substituted by 1977-78, c. 1, s. 58, applicable with respect to 
taxable dividends received after 1976, to substitute ‘““/s” for “4s”. 
Definitions [s.:121]: “amount”, “individual” — 248(1); “taxation 
year” — 249. 

1.T. Application Rules: 40(1), (2). 

Interpretation Bulletins: IT-67R3: Taxable dividends from cor- 
porations resident in Canada; IT-295R4: Taxable dividends received 


after 1987 by spouse; IT-524: Trusts — flow-through of taxable 
dividends to a beneficiary after 1987. 


122..(1) Tax payable by inter. vivos trust — 


Notwithstanding section 117, the tax payable under 
this Part by an inter vivos trust on its amount taxable 
for a taxation year shall be 29% of its amount taxa- 
ble for the year. 

Related Provisions: 104(2) — Multiple trusts can be considered 
as one, to prevent multiplication of low rate of tax for testamentary 
trusts; 122(2)— Exception; 143(1) — Communal religious congre- 
gation deemed to be. inter vivos trust; 146.1(11) — RESP deemed to 
be inter vivos trust. 


Selected Cases [subsec. 122(1)]: Robinson (Trustee of) v. R., 
[1998] 1 C.T.C. 272 (FCA) (limited partner nevertheless carries on 
the business of the partnership). 


Interpretation Bulletins: IT-83R3: Non-profit organizations — 
taxation of income from property. 


(1.1) Deductions [personal credits] not per- 


mitted — No deduction may be made under section 
118 in computing the tax payable by a trust for a tax- 
ation year. 

Pre-RSC History: Subsec. 122(1) amended to substitute “29%” 


for “34%” and subsec. (1.1) added, by 1988, c. 55, s. 96, applicable 
to 1988 ef seq. 


S. 122(3) 


Subsec. 122(1) substituted by 1985, c. 45, subsec. 66(1), applicable 
to 1985 et seg. Subsec. 122(1) formerly read: 


122. (1) Tax payable by inter vivos trust — Notwithstand- 
ing section 117, the amount determined under that section to 
be the tax payable under this Part by an inter vivos trust other 
than a mutual fund trust upon its amount taxable for a taxa- 
tion year is the greater of 


(a) 34% of its amount taxable for the year, and 


(b) the amount otherwise determined thereunder to be its 
tax payable under this Part upon its amount taxable for 
the year. 


Para. 122(1)(a) substituted by 1980-81-82-83, c. 140, subsec. 82(1), 
applicable to the 1982 and subsequent taxation years, to substitute 
“34%” for “35%”. 


Interpretation Bulletins: IT-83R3: Non-profit organizations — 
taxation of income from property; IT-406R2: Tax payable by an in- 
ter vivos trust. 


(2) Where subsec. (1) does not apply — Sub- 
section (1) is not applicable for a taxation year of an 
inter vivos trust other than a mutual fund trust if the 
trust 


(a) was established before June 18, 1971; 


(b) was resident in Canada on June 18, 1971 and 
without interruption thereafter until the end of the 
year; 

(c) did not carry on any active business in the 
year; 

(d) has not received any property by way of gift 
since June 18, 1971; and 


(e) has not, after June 18, 1971, incurred 
(i) any debt, or 
(ii) any other obligation to pay an amount, 


to, or guaranteed by, any person with whom any 
beneficiary of the trust was not dealing at arm’s 
length. 


Interpretation Bulletins: IT-381R3: Trusts — capital gains and 
losses and the flow-through of taxable capital gains to beneficiaries, 
IT-406R2: Tax payable by an inter vivos trust. 


(3) [Repealed under former Act] 


Pre-RSC History: Subsec. 122(3) repealed by 1985, c..45, subsec. 
66(2), applicable to 1985 et seg. Subsec. 122(3) formerly read: 


(3) Tax payable by mutual fund trust — Notwithstanding 
section 117, the amount determined under that section to be 
the tax payable under this Part by a mutual fund trust upon its 
amount taxable for a taxation year is the aggregate of 


(a) 34% of the lesser of 


(i) the amount, if any, by which its taxable capital 
gains for the year from dispositions of property ex- 
ceeds the aggregate of its allowable capital losses for 
the year from dispositions of property and the 
amount, if any, deducted under paragraph 111(1)(b) 
from its income for the year for the purpose of com- 
puting its taxable income, and 


(ii) its taxable income for the year, and 
(b) the greater of 


(i) 34% of the amount, if any, by which the amount 
determined under subparagraph (a)(ii) exceeds the 
amount determined under subparagraph (a)(i), and 


(ii) the amount that would, but for this subsection, be 
determined under section 117 to be its tax payable 
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under this Part upon its amount taxable for the year if 
its amount taxable were equal to the amount of ‘the 
excess described in subparagraph (i). 
Subpara. 122(3)(a)(i) substituted. by. 1984, c. 1, subsec. 64(1), to 
substitute “deducted” for “deductible”, applicable to. 1983 et seq. 
with respect to amounts deductible under paragraph 111(1)(b) in re- 
spect of losses determined for 1983 et seq. 


All that portion of para. 122(3)(a) preceding subpara. (i).and sub- 
para. 122(3)(b)(i) substituted by 1980-81-82-83, c. 140, subsecs. 
82(2) and 82(3), applicable to the 1982 and subsequent taxation 
years, to substitute “34%” for “35%”. 

Para. 122(1)(a), all that portion of para. 122(3)(a) preceding sub- 
para. (i), subpara. 122(3)(b)(i) substituted by 1976-77, c. 10, sub- 
secs. 52(6)-(8), applicable to 1977 ef seq., to substitute “35%” for 
Be be 


Definitions [s. 122]: “allowable capital loss” — 38(b), 248(1); 


“amount”, “business” — 248(1); “Canada” — 255: “inter vivos 
trust” — 108(1), 248(1); “mutual fund trust” — 132(6), 248(1);: 
“person”, “property” — 248(1); “resident in Canada” — 250: “tax 


payable” — 248(2); “taxable papital gain” — 38(a), 248(1); “taxa- 


ble income’ deatiof ioe § 248(1); “taxation year” — 249; “trust” — 
104(1), 248(1), (3). 
Information Circulars [S. 122]: 78-5R2: Communal 


organizations. 


122.1 [Repealed under former Act] 


Pre-RSC History: S. 122.1 repealed by 1985, c. 45, s. 67, applica- 
ble to 1985 et seg. S. 122.1 formerly read: 


122.1 (1) Deduction from tax otherwise payable — An in- 
dividual (other than a trust), who resided in a prescribed prov- 
ince on December 31, 1978 shall deduct from the tax other- 
wise payable under this Part by him for the 1978 taxation 
year an amount equal to the lesser of 


(a) $100, and 


(b) the amount that would, but for this subsection, be the 
tax payable by him under this Part for the year. 


(2) Deduction from tax otherwise payable — An individ- 
ual (other than a trust) who resided on December 31, 1977 in 
a province (other than the Northwest Territories, the Yukon 
Territory or a province prescribed for the purposes of subsec- 
tion (1)) with which the Government of Canada did not, on 
April 10, 1978, have a tax collection agreement pursuant to 
Part III of the Federal-Provincial. Fiscal Arrangements. and 
Established Programs Financing Act, 1977 shall deduct from 
the tax otherwise payable under this Part by him for the 1977 
taxation year an amount equal to the lesser of - 


(a) $85, and 


(b) the amount that would, but for this subsection, be the 
tax payable by him under this Part for the year. 


(3) Application — Notwithstanding subsections (1) and (2) 
and 248(2), no deduction shall be made under this section ex- 
cept for the purposes of determining, after the day on or 
before which an individual was required to file his return of 
income for a taxation year, the balance of tax, interest and 
penalties unpaid or his overpayment of tax for the year, and 
except for'those purposes, any reference in this Act to his tax, 
tax payable, or tax otherwise payable for that year shall be 
read as a reference to his tax, tax payable or tax otherwise 
payable, as the case may be, for the year before the deduction 
provided under this section. 


(4) When overpayment arises — For the purposes of sub- 
section 164(3), the portion of any overpayment that arose as a 
consequence of a deduction made by an individual pursuant 


16Indexed by s. 117.1. 
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to subsection (2) shall be deemed to have arisen on the day 
the portion is refunded or applied on other liability. 


S. 122.1 added by 1977-78, c. 32, s. 30, applicable, as to subsec. 
122.1(1), to the 1978 taxation year, as to subsecs. 122. 1(2), (4), to 
the 1977 taxation year, and, as to subsec. 122.1(3), to the 1977 and 
1978 taxation years. 


122.2 (1) [Repealed] 


History: 1998, c. 19, s. 138(1), amended subpara. 122.2(1)(b)(i), as 
it read in its application to the 1992 taxation ay to read as fol- 
lows, in force June 18, 1998. 


(i) the total of all amounts each of which would be the in-+ 
come for the year of the individual or a supporting person of 
an eligible child of the individual for the year if no amount 
_ were included in respect of a gain from a disposition of prop- 
erty to which section 79 applies in computing that income 


Subsec. 122.2(1) repealed by 1994, c. 7, Sch. VII (1992, ¢. 48), sub- 
sec. 10(2), applicable to 1993 et seg. Subsec. (1). formerly read: 


122.2 (1) Amount deemed paid in prescribed manner — 
Where an individual who has an eligible child files with the 
individual’s return of income (other than a return of income 
filed under subsection 70(2) or 104(23), paragraph 128(2)(e). 
or subsection 150(4)) under this Part for a taxation year a pre- 
scribed form, containing prescribed information, completed 
by the individual or, where ‘the individual resided at the end 
of the year with a supporting person of that child, jointly by 
the individual and that supporting person, the amount, if any, 

by which 


(a) the total of 


(i) the product obtained when $559! js multiplied 
by the number of eligible children of the individual 
for the year, and 


(ii) the total of all amounts each of which is, in re- 
spect of an eligible child of the individual for ‘the 
year who is under 7 years of age at the end of the 
year, the amount, if any, by which $20016 exceeds 
25% of such portion of all amounts deducted under 
section 63 for the year as may reasonably be consid- 
ered to have been paid in respect of the child 


exceeds 
(b) 5% of the amount, if any, by which 


(i) the total of all amounts each of which is the in-- 
come for the year of the individual or a supporting 
-person of an eligible child of the individual for the 
year 


exceeds 
(ii) $24,09016 7 
shall be deemed to be an amount paid by the individual, in 


prescribed manner and on prescribed dates, on account of the 
individual’s tax under this Part for the year. 


Pre-RSC History: Para. 122.2(1)(a) substituted by 1988, c. 55, 
subsec. 97(1), applicable to 1988 et seq. except that for’ the 1988 
taxation year the reference to “$200” in subpara. 122.2(1)(a)(ii) 
shall be read as a reference to “$100”: Para. 122. 2(1)(@) sith euised 
read: 


(a) the product obtained when $524 is multiplied by thet num- 
ber of children each of whom was an eligible child of the in- 
dividual for the year 


Subpara. 122.2(1)(b)(ii) substituted by 1988, c. a: subsec. 97(2), 
applicable to 1988 et seg. Subsec. 122.2(1)(b)(ii) formerly read: 


(ii) $23,500 
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Para. 122.2(1)(a) amended by 1986, c. 6, subsec. 67(1), to substitute 
“$524” for “$343”, applicable to 1986 et seq., except that the refer- 
ence to “$524” shall ‘be read as a reference to “$454” for the 1986 
taxation year and “$489” for the 1987 taxation year. 


Subpara..122.2(1)(b)(Gi) amended by 1986, c. 6, subsec. 67(2), ap- 
plicable to 1986 et seq., to substitute “$23,500” for “$26,330”. 


Subsec. 122,2(1) substituted by 1984, c. 1, subsec. 65(1), applicable 
to 1983 et seg. Subsec. 122.2(1) formerly read: 


122.2 (1) Amount deemed paid in prescribed manner — 

Where an individual (other, than a trust) files with his return 

of income (other than a return of income filed under subsec- 

tion 70(2) or 104(23), paragraph 128(2)(e) or subsection 

150(4)) under this Part for a taxation year a prescribed form, 
containing prescribed information, completed 


(a) jointly by the individual and his spouse, where the in- 
dividual was married and resided with his spouse at the 
' end of December of the year, and 


(b) by the individual, in any other case, 
the amount, if any, by which 
(c) the product obtained when $200 is multiplied by the 


number of children each of whom was an eligible child 
of the individual for the year 


exceeds 


~ (d) 5% of the amount, if any, by which the income of the 
individual’s family for the year exceeds $18,000 


shall be deemed to be an amount paid by him, in prescribed 
manner and on prescribed dates, on account of his tax under 
this Part for the year. 


All that portion of subsec. 122.2(1) preceding para. (a) substituted 
by 1980-81-82-83, c. 48, subsec. 67(1), applicable to 1980 et seq. 
That portion formerly read: 


122.2 (1) Where an individual (other than a trust) files with 
his return of income under this Part for a taxation year a pre- 
scribed form, containing prescribed information, completed 


1982 Application: 1980-81-82-83, c. 


follows: 


140, s. 83 provides as 


83. In its application to the 1982 taxation year, paragraph 
122.2(1)(c) shall be read as follows: 


(c) the product obtained when the aggregate of 
(i) $50, and 
(ii) $200 


is multiplied by the number of children each of whom 
was an eligible child of the individual for the year 


INDEXED AMOUNTS 


Maximum tax credit per child: for 1979, $218; for 1980, $238; 

for 1981, $261; for 1982, $343; for 1983, $343; for 1984, $367; 
for 1985, $384; for 1986, $454; for 1987, $489; for 1988, $559; 
for 1989, $565; for 1990, $575; for 1991, $585; for 1992, $601. 


Additional amount: for 1988, $100; for 1989, $200. 


Family income threshold: for 1979, $19,620; for 1980, $21,380, 
for 1981, $23,470; for 1982, $26,330; for 1983. to 1985, $26,330; 
for 1986, $23,500; for 1987, $23,760; for 1988, $24,090; for 
1989, $24,355; for 1990, $24,769; for 1991, $25,215; for 1992, 
$25,921. 


(2) [Repealed] 


History: Subsec. 122.2(2) repealed by 1994, c. 7, Sch. VIT (1992, 
c. 48), subsec. 10(2), applicable to 1993 et seq. Subsec. (2) formerly 


read: 
7 


(2) Definitions — In this section, 


S. 122.2(2) 


“eligible child” of an individual for.a taxation, year means a 
child in respect of whom the individual 


(a) is entitled to receive a family allowance under the 
Family Allowances Act 


(i) in December of the year, or 


(ii) where the child died or attained the age of 18 
years during any month in the year, in that month, or 


(b) would be entitled to receive a family allowance under 
the Family Allowances Act in December of the year if ° 
under that Act such an allowance were payable in the 
month in which the child becomes a child of the individ- 
ual or becomes resident in Canada; 


“supporting person” of an eligible child of an individual fora 
taxation year means 


(a) where the individual was married-and resided with the 
individual’s spouse at the end. of the year, that spouse, 


(b) where the eligible child is the child of the individual 
and another person who resided together at the end of the 
year, that other person, and . 


(c) any taxpayer who deducted an amount under section 
118:for the year in) respect of an Liew id child of the 
- individual.. 


The: definition “eligible child” in subsec. 122.2(2) ‘gabstituted by 
1994,.c..-7, Sch: VII (1992,.c. 48), subsec. 10(1), applicable to the 
1992 taxation year. The definition formerly read: 


“eligible child” of an individual for a taxation year means a 
child in respect of whom the individual is entitled 


(a) in January of the following taxation year, or 


(b) where the child died or attained 18 years of age dur- 
ing any month in the. year, in, that, month 


to receive a family allowance under the Family Allowances 
Act; 
Pre-RSC History: The definition “eligible child” was para. 
122.2(2)(a); “supporting person”, 122.2(2)(b). 
Para. 122.2(2)(a) substituted and subpara. 122.2(2)(b)(iii) amended 
to substitute “section 118” for “section 109”, by 1988, c. 55, sub- 
secs. 97(3), (4), applicable to 1988 et seg. Para. 122.2(2)(a) for- 
merly read: 


(a) “eligible child” — “eligible child” of an individual for a 
taxation year means a child in respect of whom the individual 
is entitled to receive or would, but for the death of the child in 
the year while he was resident in Canada, be entitled to re- 

--ceive'in January of the following year a family allowance 
under the Family Allowances Act, 1973; and 


Para. 122.2(2)(a) amended by 1986, c. 44, s. 1, to substitute “is enti- 
tled to receive or would, but for the death of the child in the year 
while he was resident in Canada, be entitled to receive” for “was 
entitled to receive”, applicable to. 1986 er seq. 


Para. 122:2(2)(b) substituted by 1984, c. 1, subsec.'65(2), applicable 
to 1983 et seg. Para. 122.2(2)(b) formerly read: 


(b) “income of the individual's family” — “income of the in- 
dividual’s family” for a taxation year means the aggregate of 


(i) the income for the year of the individual, and 


(ii) the income for the year of his spouse while married, 
if the individual resided with his spouse at the end of De- 
cember of the year. 


Para. 122.2(2)(a) substituted by 1980-81-82-83, c. 48, subsec. 67(2), 
applicable to 1980 et seg. Para. 122.2(2)(a) formerly read: 


(a) “eligible child” of an individual for a taxation year means 
a child who had not attained the age of 18 years before the 
end of the year and in respect of whom the individual was 
entitled to réceive a family allowance under the Family Al- 
‘lowances Act, 1973 in December of the year, or would have 
been so entitled if under the Act such an, allowance were pay- 
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able in the month in which a child is born or becomes resi- 
dent in Canada; and 


Para. 122.2(2)(b) substituted by 1980-81-82-83, c. 47, subsec. 
24(1). 
Selected Cases [s. 122.2]: Morrow v. R., [1997] 3 C.T.C. 2652 


(TCC) (Child tax credit to be applied against total of federal and 
provincial tax payable, not just federal). 


Pre-RSC History [s. 122.2]: S. 122.2 added by 1978-79, c. 5, s. 
4, applicable to 1978 et.seq. 


122.3 (1) Deduction from tax payable where 
employment out of Canada [Overseas 
employment credit] — Where an individual is 
resident in Canada in a taxation year and, throughout 
any period of more than 6 consecutive months that 
commenced before the end of the year and included 
any part of the year (in this subsection referred to as 
the “qualifying period”) 


(a) was employed by a person who was a speci- 
fied employer, other than for the performance of 
services under a prescribed international develop- 
ment assistance program of the Government of 
Canada, and 


(b) performed all or substantially all the duties of 
the individual’s employment outside Canada 


(i) in connection with a contract under which 
the specified employer carried on business 
outside Canada with respect to 


(A) the exploration for or exploitation of 
petroleum, natural gas, minerals or other 
similar resources, 


(B) any construction, installation, agricul- 
tural or engineering activity, or 


(C) any prescribed activity, or 


(ii) for the purpose of obtaining, on behalf of 
the specified employer, a contract to under- 
take any of the activities referred to in clause 
()(A), (B) or (C), 


there may be deducted, from, the amount that would, 
but for this section, be the individual’s tax payable 
under this Part for the year, an amount equal to that 
proportion of the tax otherwise payable under this 
Part for the year by the individual that the lesser of 


(c) an amount equal to that proportion of $80,000 
that the number of days 


(i) in that portion of the qualifying period that 
is in the year, and | 


(ii) on which the individual was resident in 
Canada | 


is of 365, and 


(d) 80%. of the individual’s income for the year 
from that employment that is reasonably attribu- 
table to duties performed on the days referred to 
in paragraph (c) 
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is of | ; 
(e) the amount, if any, by which 


(i) where section 114 is not applicable to the 

individual in respect of the year, the total of 
the individual’s income for the year and the 
amount, if any, included pursuant to subsec- 
tion 110.4(2) in computing the individual’s 
taxable income for the year,,and 


(ii) where section 114 applies to the individual 
in respect of the year, the total of 


(A) the individual’s income for the period 
or periods in the year referred to in para- 
graph 114(a), and | 


(B) the amount that would be determined 
under paragraph 114(b) in respect of the 
individual for the year if subsection 115(1) 
were read without reference to paragraphs 
115(1)(d) to ) 


exceeds 


(iii) the total of all amounts each of which is 
an amount deducted by the individual under 
section 110.6 or paragraph. 111(1)(b) or de- 
ductible by the individual under paragraph 
110(1)(d.2), (d.3), (D, or G) forthe year or in’ 
respect of the period or periods referred to in 
subparagraph (ii), as the case may be. 


Related Provisions: 117(1) —Tax payable under this Part: 
122.3(1.1)—No credit for  ineorporated employee. 
126(1)(b)(i)(E)ID — Foreign tax credit. 


History: Subpara.. 122.3(1)(c)(ii), substituted by 1994,.c..21, sub- 
sec. 56(1); applicable-to,. 1992 et seg., except that a taxpayer may 
elect that the amendment not apply to the taxpayer’s 1992 taxation 
year by so notifying the Minister of National Revenue in writing 
before the end of December 1994, Subpara. 122.3(1)(c)(ii) formerly 
read: 


(ii) on which the individual was resident in Canada or carry- 
ing on business in Canada, 


| Subpara. 122.3(1)(e)(ii) substituted by 1994, c..21, subsec. 56(2), 


applicable to 1993 et seg. That subpara. formerly read: 


(ii) where section 114 is applicable to the individual in re- 
spect of the year, the individual's income for the period or 
periods in the year referred to in paragraph 114(a) 


That portion of para. 122.3(1)(b) preceding cl. (i)(A) substituted by 
1994, c. 7, Sch. II (1991, c. 49), -s. 99, applicable to 1985. et seq. 
That portion formerly read: 


(b) performed all or substantially all the duties of the individ- 
ual’s employment in one or more countries other than Canada 


(i) in connection with a contract under which the speci- | 
fied employer carried on business in that country or those’ 
countries with respect to 


Pre-RSC History: Subpara. 122.3(1)(e)(iii) amended by 1988, c. 
55, s. 98, to substitute “110(1)(d.2), (d.3), (f) or G)%> for 
“110(1)(d.2), (d.3), (f) or Gj) or section 110.1”, applicable to 1988 et 
Seq. 


Subpara. 122.3(1)(e)(iii) amended by 1986, c. 6, subsec. 68(1), ap- 
plicable to 1985 et seq., to substitute, “under section 110.6 or para- 
graph 111(1)(b) or deductible by him under paragraph 110(1)(d.2), 
(d.3), (f) or Gj) or section 110.1” for “under paragraph 111(1)(b) or 
deductible by him under paragraph 110(1)(f) or section 110.1”, 
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Para. 122.3(1)(d) amended by 1985, c. 45, s. 68, to substitute “from 
that employment” for “from employment’, applicable to 1985 et 
seq. 


Regulations: 3400 (prescribed international development assis- 
tance program for 122.3(1)(a)); 6000 (prescribed activity for 
122.3(1)(b)(i)(C) is activity under contract with UN). 


Interpretation Bulletins: IT-497R3: Overseas employment tax 
credit. 


Information Circulars: 92-3: Guidelines for refunds ppypae the 
normal three year period. 


Forms: T626: Overseas employment tax credit. 


(1.1) Excluded income — No amount may be in- 
cluded under paragraph (1)(d) in respect of an indi- 
vidual’s income for a taxation year from the individ- 
ual’s employment by an employer where 


(a) the employer carries on a business of provid- 
ing services and does not employ in the business 
throughout the year more than 5 full-time 
employees; 


(b) the individual 


(i) does not deal at arm’s length with the em- 
ployer, or is a specified shareholder of the em- 
ployer, or 


(ii) where the employer is a partnership, does 
not deal at arm’s length with a member of the 
partnership, or is a specified shareholder of a 
member of the partnership; and 


(c) but for the existence of the employer, the indi- 
vidual would reasonably be regarded as an em- 
ployee of a person or partnership that is not a 
specified employer. 


History: Subsec. 122.3(1.1) added by 1997, c. 25, s. 31, applicable 
to 1997 et seq. 


(2) Definitions — In subsection (1), 


“specified employer” means 
(a) a person resident in Canada, 


(b) a partnership in which interests that exceed in 
total value 10% of the fair market value of all in- 
terests in the partnership are owned by persons 
resident in Canada or corporations controlled by 
persons resident in Canada, or 


(c) a corporation that is a foreign affiliate of a 
person resident in Canada; 


“tax otherwise payable under this Part for the 
year” means the amount that, but for this section and 
sections 120, 120.1, 120.2, 121, 126, 127 and 127.2 
to 127.4, would be the tax payable under this Part for 
the year. 

Pre-RSC History: The definition “specified employer” was para. 
122.3(2)(a); “tax otherwise payable ...”, 122.3(2)(b). 


Para. 122.3(2)(b) substituted by 1986, c. 55, s. 40, to add reference 
to section 120.2, applicable to 1984 et seg. 


Para. 122.3(2)(b) amended by 1986, c. 6, subsec. 68(2), to substitute 
“and 127.2 to 127.4” for “127.2: or 127.3”, applicable to 1985 et 
seq. 


S. 122.4 


Para. 122.3(2)(b) substituted by 1984, c. 45, s. 39, applicable to 
1984 et seq. Para. 122.3(2)(b) formerly read: 


(b) “tax otherwise payable under this Part for the 
year’ — “tax otherwise payable under this Part for the year” 
means the amount, if any, by which the tax payable under this 
Part for the taxation year (before making any addition under 
section 120.1 or any deduction under section 120.1, 121, 126, 
127, 127.2 or 127.3) exceeds the amount, if any, deemed by 
subsection 120(2) to have been paid on account of tax under 
this Part for the year. 


Pre-RSC History [s. 122.3]: S. 122.3 added by 1984, c. 1, sub- 
sec. 66(1), applicable by 1984, c. 45, subsec. 103(1) (deemed in 
force January 19, 1984) to 1984 et seq. except that in its application 
to a qualifying period referred to in section 122.3 that 


(a) commenced before 1984, or 


(b) commenced before 1987, where an individual was em- 
ployed throughout the qualifying period in connection with a 
contract referred to in subpara. 122.3(1)(b)(i) that was entered 
into before August 16, 1983, 


para. 122.3(1)(a) shall be read without reference to the words “other 
than for the performance of services under a prescribed international 
development assistance program of the Government of Canada”. 


Definitions [s. 122.3]: “amount” — 248(1); 
251(1); “business” — 248(1); “corporation” — 248(1), Interpreta- 
tion Act 35(1); “employed”, “employer”, “employment” — 248(1); 
“foreign affiliate’ — 95(1), 248(1); “individual” — 248(1); “per- 
son” — 248(1); “qualifying period” — 122.3(1); “resident in Can- 
ada” ; “specified employer” — 122.3(2); “specified share- 
holder” — 248(1); “tax otherwise payable” — 122.3(2); “tax 
payable” — 248(2); “taxable income” — 2(2), 248(1); “taxation 
year” — 249. 


“arm’s length” — 


122.4 [Repealed under former Act] 


Pre-RSC History: S. 122.4 repealed by 1990, c. 45, s. 47, applica- 
ble to 1991 et seq. S. 122.4 had read: 


122.4 (1) Definitions — Subject to subsection (2), in this sec- 
tion, 


“eligible individual” for a taxation year means an individual 
(other than a trust) who, at the end of the year, is 


(a) married, 
(b) a parent of a child, or 
(c) 19 years of age or over; 
“qualified relation” of an individual for a taxation year means 


(a) not more than one person who, in the year, was the 
spouse of the individual other than a person who, at the 
end of the year or, where the person died in the year, at 
the time of death, was living apart from the individual by 
reason of the breakdown of their marriage, and 


(b) a person, other than an eligible individual or a person 
in respect of whom an amount is deemed to have been 
paid by any other individual under this section for the 
year, who is 


(i) a person in respect of whom the individual, or the 
spouse referred to in paragraph (a), was the only per- 
son who deducted an amount under section 118 for 
the year, or 


(ii) a person (other than a person referred to in sub- 
paragraph (i)) who is a child of the individual and 
who was living with the individual at the end of the 
year. 


(2) Persons not eligible individuals or qualified rela- 
tions — An individual shall be deemed not to be an eligible 
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individual or a qualified relation of an individual for a taxa- 
tion year where he was a person 


(a) referred to in paragraph 149(1)(a) or (b) for the year; 


(b) confined in the year to a prison or siinilar institution 
for a period or periods thé aggregate of which in the year 
was more than six months; or 


(c) who at no time in the year. v was resident in Canada. 


(3) Amount deemed paid on account of tax — Where an 
eligible individual for a taxation year files with his return of 
income (other than a,return of income filed. under subsection... 
70(2), paragraph. 104(23)(d). or 128(2)(e) or subsection 
150(4)) under this Part for the year a prescribed form, con- 
taining prescribed information, completed by. the, individual 
or, where the individual was married and was living with his 
spouse at the end of the year, jointly by the individual and his 
sponse: the amount, if any, by which. the aggregate of 


(a) $140 for the eligible’ individual, 


(b) $140 for a qualified relation of the individual for the 
year who was the individual’s spouse, and 


(c) the product obtained when $70 is multiplied by the 
number of other qualified relations of the individual for 
the year, 


exceeds 5% of the amount, if any, by which 


(d) the-aggregate of all amounts each of which is ‘the in- 
come for the year of 
(i) the individual, 
(ai) the individual’s spouse, where the, spouse ‘is. a 
qualified relation of the individual for the year, 
(iii) a parent (other than a person referred to in sub- 


paragraph (i) and (ii)) of a child where the child is a 
qualified relation of the individual for.the year and 


the parent and the individual were os opts at 


the end of the year, or 


(iv) a person (other than a person referred to in any 
of subparagraphs (i) to (iii)) who deducted an 
amount under section 118 for the year in respect of a 
qualified relation of the individual, other.than in re- 
spect of the individual’s spouse 
exceeds : | 
(e) $18,000 


shall be deemed to be an amount paid by him at the end of the 
year on account of his tax under this Part’ for the: year: 


(4) Filing by married individuals — Notwithstanding sub- 
section (3), where two individuals are married to each other 
and one,is a qualified relation of the other for a taxation year, 
only one of them may file a prescribed form under subsection 
(3) for the year. 


Paras. 122.4(3)(a) to (c) amended by 1990, ic. 39, subsec. DIG) Sto 

substitute “$140” for “$70” in (a) and (b) and, “$70” for “$35” in (c) 
and to delete “himself” from the end of (a), applicable to the 1989 

and 1990 taxation years except that for the 1989 taxation year the 

references to “$140” and “$70” shall be read as references to 
“$100” and “$50” respectively. 


Para. 122.4(3)(e) substituted by subsec. 27(2). of the said c. 39, ap- 
plicable to the 1990 taxation year. Para. (e) formerly read: 


(e) $16,000. 


Para..(c) of the definition “eligible individual” in subsec. 122. 4(1), 
amended by 1988, c. 55, subsec. 99(1), to substitute “19” for allt 
applicable to 1988. et seq. 


Subpara. (b)(i) of the definition “qualified relation” in subsec. 
122.4(1), amended by 1988,:c. 55; subsec, 99(2), to substitute “the 
spouse” for “his spouse”. and “deducted an amount: under section 


'c. 7, Sch. VII (1993, 


Income Tax Act, Part I, Div. E. 


118” for “claimed a deduction under section 109”, Nae to 
1988 et seq. ) 


Para. 122.4(2)(c) substituted by 1988, c. 55, subsec. 99(3), psa 
ble to. 1988 et seg. Para. 122.4(2)(c) formerly read: 
(c) not resident j in Canada at any time in the year.’ 
Subsec. 122.4(3) amended by 1988, c. 55, subsec. 99(4), to aber: 
tute, in para. (a), “$70” for “$50”, in para. (b), “$70” for “$50” and 
“the individual’s spouse” for “his spouse”, in para. (c), “$35” for 
“$25”, in subpara. (d)(iv), “section 118” for “section 109”, and:in 
para. (e), “$16,000” for “$15,000”, applicable to. 1988 et seg. 
All that portion of para. (b) of the definition “qualified relation’ in 
subsec. 122.4(1) prevedine. subpara. (i) substituted by 1987, c. 46, 
subsec. 44(1), to add “or a person in respect of whom an amount.is 
deemed to haye been paid by any other individual under this ‘section 
for the year”, applicable to 1987. et seq. 


Para. 122.4(3)(d) substituted by 1987, c. 46; sane 44(2); sail 
ble to 1987 et seg. Para. 122.4(3)(d) formerly read: 


(d) the aggregate of the individual’s income for the year and, 
where the individual’s spouse was a qualified relation of the 
individual for the year, the spouse’s income for the year 


S. 122.4 added by 1986, c. 55, s. 41, applicable to 1986 et seq. 


122.5 (1) [GST credit] Peles ss — In this sec- 
tion, 


“adjusted income” of an individual for a taxation 
year means the total of all amounts each of which: 
would be the income for the year of 


(a) the individual, or ) 
_(b).the individual’s qualified relation, for the year 


if no amount were included in respect of'a gain from 
a disposition of property, to which section 79 BPRS 
in computing that income; 

History: The definition “adjusted income” in subsec. 122.5(1) 


amended by 1998, c. 19, subsec. 139(1), applicable to 1992 et seq. 
It formerly read: 


“adjusted income” of an individual for a taxation year means 
the total of all amounts each of which is the income ofthe 
year of 


(a) the individual, or 
(b) the individual’s qualified relation for the Pheer 
_(c) [Repealed] 


Para. (c) of “adjusted income” in subsec. 122.5(1) repealed by 1994, 
c. 24), subsec. 60(1), applicable. to 1992 et 
seq. Para. (c) formerly read: 


(c) a person (other than the individual or the individual’s 
qualified relation for the year) who deducts for the year an 
amount under section 118 in respect of a qualified gependant 
of the individual for the year; 


“eligible individual’ for a taxation year means ‘an 


individual (other than a trust) who, at the end of De- 
cember 31 of that year, is resident in Canada and is 


(a) married, : 
(b) a parent of a child, or 
(c) 19 years of age or Over; 


Related Provisions: 122.5(2) ~ Persons deemed not to be eligi- 
ble individuals; 252(4)(c) — “Married” includes certain people liv- 
ing common-law. 
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History: The opening words of\the definition “eligible individual” 
in subsec. 122.5(1) amended by 1998, c..19, subsec. 139(2), appli- 
cable after April 26, 1995. The opening words formerly read: 


“eligible individual” for a taxation, year means. an. individual 
(other than a trust) who, at the end of December of that year, 
is resident in Canada and is 


“qualified dependant” of an individual for a taxa- 
tion year means a person whois 


(a) a person in respect of whom the individual or 
the individual’s qualified relation, for the year is 
the only person who deducts. an amount under 
section 118 for the year, or 


(b) a child of the individual residing wii the ine 


dividual at the end of the year, 
and who is not 
(c) an eligible individual for the year, 
(d) the qualined relation obs an individual for the 
year, or 


(e) a person in respect of when? an amount is 
deemed under this section to be pat by any other 
individual for the-year; 


Related Provisions: 122. Pe — Persons deemed not to be quali- 
fied dependants. 


“qualified relation” of an individual for if taxation 
year means the person who, at the end of the year, is 


the individual’s cohabiting spouse (within the mean- 


ing assigned by section 122.6). 


Related Provisions: 122. 5(2) — Persons deemed not to be quali- 
fied relations; 163(2)(c. 1) — False ‘statements Or Omissions; 
252(4) — Extended meaning of “spouse”. 
History: “Qualified relation” in subsec. 122.5(1) amended by 1994, 
c. 7, Sch. VII (1993, c::24), subsec. 60(2), applicable to 1992 et 
seq. except that in its application to the 1992 taxation year, it shall 
be read as follows: 
“qualified relation” of an individual for a taxation. year means 
the person who, at the beginning of the 1993 calendar year, is 
the individual’s cohabiting spouse (within the meaning assrened 
by section 122.6). 
The definition formerly read: 


“qualified relation” of an individual for a taxation year means 
the person, if any, who is either 
(a) the individual’s spouse, or 
(b) the other:parent of a child of the-individual, if the 
child is a qualified dependant of the individual, 


who is of the opposite sex to the individual and who, at the 
end of the year, is not living separate and apart from the indi- 
vidual by reason of the breakdown of their marriage or other 
conjugal relationship. 


(2) Persons not eligibie individuals, qualified 
relations or qualified dependants — Notwith- 
standing subsection (1), a person shall be deemed 
not to be an eligible individual for a taxation year or 


a qualified relation or qualified dependant of an indi-. 


vidual for a taxation year where the person 
(a) dies before the end of. the: year; 


I7indexed by s. 117.1 after 1990. 


I8indexed by s. 117.1 after 1992. 


S. 122.5(3) 


(b) is, at the end of the year, a person described in 
paragraph 149(1)(a) or (b); or 


(c) is, at the end of the year, confined to a prison 
or similar institution and has been so confined for 
a period of, or periods the total of which in the 
year was more than, 6 months. 


(3) Deemed payment on account — Where a 
return of income (other than a return of income filed 
under subsection 70(2), paragraph 104(23)(d) or 
128(2)(e) or subsection 150(4)) is filed under this 
Part for a taxation year in respect of an eligible indi- 
vidual and the individual applies therefor in writing, 
Ys of the amount, if any, by which the total of 


(a) $190,17 


(b) $190!7 for a person who is the qualified rela- 
tion of the individual for the year, 


(c) $190!7, where the individual has no qualified 
relation for the year and is entitled to deduct an 
amount for the year under subsection 118(1) be- 
cause of paragraph (b) of the description of B in 
subsection 118(1) in respect of a qualified depen- 
dant of the individual for the year, 


(d) the product obtained when $100!7 is multi- 
plied by the number of qualified dependants of 
the individual for the year, other than a qualified 
dependant in respect of whom an-amount is in- 
cluded by. reason of paragraph (c) in, computing 
an amount deemed to.be paid under, this subsec- 
tion for the year, and 
(e) where the individual has no qualified relation 
for the year, the lesser of 
(i) $1001”, and 
(ii) 2% of the amount, if any, by which 
(A) the individual’s income for the year 
exceeds 
(B) the amount determined for the year for 
the purposes of paragraph (c) of> the 
description of B in subsection 118(1), 


exceeds 
- (f). 5% of the amount, if any, by which 
(i) the individual’s adjusted income for the 
year 
exceeds 
(ii) $25,921,18 


shall be deemed to be an amount paid by the individ- 
ual on account of the individual’s tax payable under 
this Part for the year during each of the months spec- 
ified for that year under subsection (4). 

Related Provisions: 117.1(1) — Annual adjustment; 122.5(5) — 


Exceptions; 152(1)(b) — Assessment; 160.1(1)(b) — Where excess 
refunded; 160.1(1.1) — Liability for refunds by reason of section 
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122.5; 163(2)(c.1) — False statements or omissions — penalty; 
164(2.1) — Application respecting refunds under section 122.5, 


History: Para. 122.5(3)(c) amended to substitute “because of para- 
graph (b) of the description of B in subsection 118(1)” for “by rea- 
son of paragraph 118(1)(b)”, and cl. 122.5(3)(e)(ii)(B) amended to 
substitute “paragraph (c) of the description of B in subsection 
118(1)” for “paragraph 118(1)(c)”, by 1997, c. 25, subsecs. 32(1), 
(2), applicable April 25, 1997. 


The opening words of subsec. 122.5(3) substituted by 1994, c..21, 


subsec; 57(1), applicable to, 1992 et seg. The opening words of that 
subsec. formerly read: 


(3) Amount deemed. paid on account of tax [GST 
credit] — Where an eligible individual for a taxation year 
files with the individual’s return of income (other than.a re- 
turn of income filed under subsection 70(2), paragraph 
104(23)(d) or 128(2)(e) or subsection 150(4)) under this Part 
for the year a prescribed form, containing prescribed informa- 
tion, '/4 of the amount, if any, by which the total of 


Subpara. 122.5(3)(f)(ii) substituted by 1994, c. 7, Sch. VII (1992, c. 
48), s. 11, applicable to 1992 et seq. Subpara. (f)(ii) formerly read: 


(ii) the amount referred to in subparagraph 122.2( 1)(b)(1) for 
the year, 


Information Circulars: 92-3: Guidelines for refunds beyond the 
normal three year period. 


Forms: T1-GSTC:. The Federal Goods and Services Tax Credit. 


(4) Months specified — For the purposes of this 
section, the months specified for a taxation year are 
July and October of the immediately following taxa- 
tion year and January and April of the second imme- 
diately following taxation: year. 


(5) Exceptions — Notwithstanding subsection (3), 


(a) where an individual is ‘a qualified relation of 
another individual for a taxation year, only one of 
them may apply under that subsection for the 
year; 


(b) where the total of all amounts, deemed under 
that subsection to be paid by an individual for a 
taxation year during months specified for the 
year, is less. than $100!9, the total shall be 
deemed to be paid by the individual during the 
first month specified for the year, and no. other 
amount shall be deemed to be paid under that 
subsection by the individual for the year; and 


(c) no amount shall be deemed to be paid under 
that subsection by an individual for a taxation 
year during a month specified for that year where 
the individual died before that month or was not 
resident in Canada at the beginning of that 
month, 


Related Provisions: 122.5(6) — Qualified relation of a deceased 
eligible individual. 


History: Para. 122.5(5)(a) substituted by 1994, c. 21, subsec. 57(2), 
applicable to 1992 et seg. That para. formerly read: 


(a) where an individual is a qualified relation of another indi- 
vidual for a taxation year, only one of them may file a pre- 
scribed form under that subsection for the year; 


19Not indexed. 
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Para. 122.5(5)(b) amended by 1994, c.7, Sch. VIII (1993, ©. 24Y, 
subsec. 60(3). Para. (b) formerly read: 


(b) where the total of all amounts, each of which is an amount 
deemed under that subsection to be paid by an individual for 
a taxation year during a month specified for the year, is less 
than 


(i) one dollar, the total shall be deemed to be nil, and 


(ti) $100 but not less than one dollar, the total shall be 
deemed to be paid by the individual during the first 
month specified for the year, and no other amount shall 
be deemed to be paid under that subsection by the indi- 
vidual for the year; and 


Para. 122.5(5)(c) amended by 1994, c. 7, Sch. VIII (LORS, e224), 
subsec. 60(4), applicable to 1989 et seq: Para. (c) formerly read: 


(c) no amount shall be deemed to be paid under that subsec- 
tion by an individual for a taxation year 


(i) during a month specified for that year where the indi- 
vidual died before that month or was not resident in Can- 
ada at the beginning of that month, or 


(ii) where the individual’s return of income under this 
Part for the year and prescribed form under this section 
are not filed within 3 years after the end of the year. 


(6) Qualified relation of deceased eligible in- 
dividual — Notwithstanding paragraph (5)(c), on 
written application made, on or before the day on or 
before which a return of income:(other than a return 
of income filed under subsection 70(2), paragraph - 
104(23)(d) or 128(2)(e) or subsection. 150(4)) of a 
deceased person is required to be filed under this 
Part for the taxation year in which the person died 
(or would have been so required if the person were 
liable to pay tax under this Part for that year), by an 
individual who 


(a) is the deceased person’s qualified relation for 
the taxation year in respect of which a payment 
under this section would, but for that paragraph, 
be made, and 


(b) is not an individual to whom that paragraph 
applies, 


each amount that, but for that paragraph, would be 
deemed to be paid under subsection (3) by the de- 
ceased person during a month specified for a taxa- 
tion year shall be deemed to be paid during the 
month on account of the individual’s tax payable 
under this Part for that year. 
History: The opening words of subsec. 122.5(6) substituted by 
1994, c. 21, subsec. 57(3), applicable to 1992 et seg. The opening 
words formerly read: 
(6) Qualified relation of a deceased individual — Not- 
withstanding paragraph (5)(c), on application made- in. pre- 
scribed form containing prescribed information within. 60 
days after a person’s death (or within such longer period as 
the Minister considers reasonable in the circumstances) by an 
individual who 
Subsec. 122.5(6) amended by 1994, c: 7, Sch. VIII lOOs Core 
subsec. 60(5), applicable to 1989 er seg. Subsec. (6) formerly read: 
(6) Qualified relation of a deceased eligible individual — 
Notwithstanding subparagraph (5)(c)(i), on application made 
in prescribed form containing prescribed information within 
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60 days after a person’s death (or within such longer period © 
' “as the Minister considers reasonable in the circumstances) by 
an individual who 


(a) is the deceased person’s qualified relation for the tax- 
ation year in respect of which a payment under’this sec- 
tion would, but for that subparagraph, be made, and 


-(b) is not an individual to whom that esac ds 
applies, 


each amount that, but for that subparagraph, would be 
deemed to be paid under subsection (3) by the deceased per- 
son during a month specified for a taxation year shall be 
deemed to be paid’ during the month on account of the indi- 
vidual’s tax payable under this Part for that year. 


(7) Effect of bankruptcy — For the purpose of 
this section, where in a taxation year an individual 
becomes bankrupt, 


‘(a) the individual’s income for thé year shall in- 
clude the individual’s income for the taxation 
year that begins.on January. 1 of the calendar year 
that includes the date of bankruptcy; and 


(b) the amount determined for the year under 
clause (3)(e)(ii)(B) shall include the amount de- 
termined for the purpose of paragraph (c) of the 
description of B in subsection, 118(1) for the indi- 
vidual’s taxation: year that begins. on January | of 

. the calendar year that includes the date of 
bankruptcy. 


Related Provisions: 118.95 — Parallel rule for ane: credits; 
122.61(3.1) — Parallel rule for Child Tax Benefit. 


History: Subsec. 122. 5(7) added by 1998, c. 19, subsec. 139(3), 
applicable to bankruptcies that occur after April 26, 1995. 


Pre-RSC History [s. 122.5]: S. 122.5 added by 1990, c. 45, s. 48, 
applicable to 1989 et seg. except that 


(a) in its application to the 1989 taxation year, subsec. (4) shall 
be read as follows: 


(4) For the purposes of this section, the months specified 
for the 1989 taxation year are December 1990 and ce 
1991s! 


and 


(b) in its application to the 1989 and 1990 taxation years, para. 
(5)(a) shall be ‘read as follows: 


(a) where an individual is a qualified relation of another 
individual for a taxation year, only one of them may file 
a prescribed form under subsection (3) for the year and, 
where subsection 122.4(4) is applicable to those two indi- 
viduals for the year, only the individual who files a pre- 
scribed form under subsection 122.4(3) for the year is the 
individual who may file the prescribed form under sub- 
section (3) for the year; 


Definitions [s. 122.5]: “adjusted income” — 1,22.5(1); “amount”, 
“bankrupt” — 248(1);: “calendar. year” — Interpretation. Act 
37(1)(a); “Canada” — 255; “child” — 252(1); “eligible individ- 
ual” — 122.5(1); “individual” — 248(1); “marriage” — 252(4)(b); 
“married” —.252(4)(c); “parent” — 252(2);, . “person”, 
scribed” — 248(1); “qualified dependant”, “qualified relation” — 
122.5(1); “resident in Canada” — 250; “spouse” — 252(4)(a);, “tax- 
ation year” — 249; “writing” — Interpretation Act 35(1). 


122.51 (1) [Refundable medical expense 
supplement] Definitions — The ¢efinitions in 
this subsection apply in this section. 


“pre- . 


S..122.51 


“adjusted income” of an individual for a taxation 
year has the meaning assigned by section 122.6. 


“eligible individual’? for a taxation year means an 
individual (other than. a trust): 
(a) who is resident in Canada throughout the year 
(or, if the individual dies in the ‘year, throughout 


the portion of the year before the individual’s 
death); 


(b) who, before the end of the year, has attained 
the age of 18 years; and 


(c) whose incomes for the year from all 


(i) offices and employments. (computed with- 
out reference to paragraph 6(1)(f)), and 


.» (di), businesses-each. of which is a business car- 
ried on by the individual either alone or as a 
partner actively engaged in the business 


total $2,500 or more. 


Related Provisions: 117.11)(b.1) — Annual par aie for 


inflation. 


History: Subsec. 122. 51(1) added by 1998, c. 19, 's. 32, applicable 
to 1997 et seq. 


(2) Deemed payment on account of tax — 
Where a return of income (other than a return of in- 
come filed under subsection 70(2), paragraph 
104(23)(d) or 128(2)(e) or subsection 150(4)) 1s filed 
in respect-of an eligible individual fora particular 
taxation year that ends at the end of a calendar year, 
there. is deemed.to be paid at the end of the particular 
year on account of the individual’s tax payable under 
this: Part for the particular year the amount deter- 
mined by the formula 


A-B: 
where | 
A is the lesser of 
(a) $500, and 


(b) 25/17 of the total of all amounts. each of 
which is. the amount determined by~the 
formula in subsection 118.2(1) for the purpose 
of computing the individual’s tax payable 
under this Part for a taxation year that ends in 
‘the calendar year; and 


B is 5% of the amount, if any, by which 


(a) the individual’s adjusted income for the 
particular year 
exceeds 

(b) $16,069. 
Related Provisions: 117.1(1)(b.1)— Annual indexing for infla- 
tion; 152(1)(b) — Assessment; 163(2)(c.2) — False statements or 
omissions — penalty; 257 Formula ‘cannot calculate to less than 
Zero: 


History: Subsec. 122.51(2) added by 1998, c. 19, s. 32, applicable 
to 1997 et seq. 

Definitions [s. 122.51]: “adjusted income” — 122.51(1); “busi- 
ness” — 248(1); “calendar year” — Interpretation Act 37(1)(a); “el- 
igible individual” — 122.51(1); “employment”, “individual”, “of- 


997 


S. 122.51 


fice” — 248(1); “resident in Canada” — 250; “tax payable” — 
248(2); “taxation year” — 249, 


Subdivision a.1 — Canada Child 
Tax Benefit 


122.6 Definitions — In this subdivision, 


“adjusted earned income” — [Repealed] 


Related Provisions: 122.62(5) — Death of cohabiting spouse; 
122.62(6) — Separation from cohabiting spouse. 

History: The definition “adjusted earned income” in s. 122.6 re- 
pealed by 1998, c. 21; s. 92, applicable with respect to overpay- 
ments deemed to arise during months that are after June 1998. The 
definition formerly read: 


“adjusted earned income” of an individual for a taxation year 
means the total of all amounts each of which is the earned 
income for the year of the individual or of the person who 
was the individual’s cohabiting spouse at the end of the year; 


“adjusted income” of an individual for a taxation 
year means the total of all amounts each of which 
would be the income for the year of the individual or 
of the person who was the individual’s cohabiting 
spouse at the end of the year if no amount were in- 
cluded in respect of a gain from a disposition of 
property to which section 79 applies in computing 
that income; 

Related Provisions: 122.51(1)“adjusted income” — Definition 
applies for purposes of refundable medical expense supplement; 
122.62(5) — Death of cohabiting spouse; 122.62(6) — Separation 
from cohabiting spouse. 


History: The definition “adjusted income” in s. 122.6 amended by 
1998, c..19, subsec. 140(1), applicable in determining the adjusted 
income of an individual for the 1992 and subsequent taxation years, 
The definition formerly read: 


“adjusted income” of an individual for a taxation year means 
the total of all amounts each of which is the income for the 
year of the individual or of the person who was the individ- 
ual’s cohabiting spouse at the end of the year; 


“base taxation year”, in relation to a month, means 


(a) where the month is any of the first 6 months 
of a calendar year, the taxation year that ended on 
December 31 of the second preceding calendar 
year, and 


(b) where the month is any of the last 6 months of 
a calendar year, the taxation year that ended on 
December 31 of the preceding calendar year; 


“cohabiting spouse” of an individual at any time 
means the person who at that time is the individual’s 
spouse and who is not at that time living separate 
and apart from the individual and, for the purpose of 
this definition, a person shall not be considered to be 
living separate and apart from an individual at any 
time unless they were living separate and apart at 
that time, because of a breakdown of their marriage, 
for a period of at least 90 days that includes that 
time; 

Related Provisions: 
“spouse”’. 


252(4)(a) — Extended meaning of 


“earned income” — [Repealed] 


Income Tax Act, Part I, Div. E 


History: The definition “earned income” in s. 122.6 repealed by 
1998, c. 21, s. 92, applicable with respect to overpayments deemed 
to arise during months that are after June 1998. The definition for- 
merly read: 


“earned income” of an individual for a taxation year has the 
meaning assigned by subsection 63(3); 


“eligible individual” in respect of a qualified depen- 
dant at any time means a person who at that time 


(a) resides with the qualified dependant, 


(b) is the parent of the qualified dependant who 
primarily fulfils the responsibility for the. care 
and upbringing of the qualified dependant, 


(c) is resident in Canada, 


(d) is not described in paragraph 149(1)(a) or (b); 
and 


(e) is, or whose cohabiting spouse is, a Canadian 
citizen or a person who 


(i) is a permanent resident (within the mean- 
ing assigned by the Immigration Act), 


(ii) is a visitor in Canada or the holder of a 
permit in Canada (within the meanings ‘as- 
signed by the Immigration Act) who was tesi- 
dent in Canada throughout the 18 month pe- 
riod preceding that time, or © 


(iii) was determined before that time under the 
Immigration Act, or regulations made under 
that Act, to be a Convention refugee, 


and, for the purposes of this definition, 


(f) where a qualified dependant resides with the 
dependant’s female parent, the parent who prima- 
tily fulfils the responsibility for the care and up- 
bringing of the qualified dependant is presumed 
to be the female parent, 


(g) the presumption referred to in paragraph (f) 
does not apply in prescribed circumstances, and 


(h) prescribed factors shall be considered in de- 
termining what constitutes care and upbringing; 


Related Provisions: 122.62(1) — Eligible individuals. 


History: Subpara. (e)(iii), paras. (g) and (h) of the definition “eligi- 
ble individual” in s. 122.6 amended by 1998, c. 19, subsec. 140(2), 
(3); subpara. (e)(iii) applicable after 1992, and paras. (g) and (h) 
applicable after August 27, 1995. Subpara. (e)(iii) and paras. (g) and 
(h) formerly read: 


(iii) was determined before that time by the Convention Refu- 
gee Determination Division of the Immigration and Refugee 
Board to be a Convention refugee, 


(g) the presumption referred to in paragraph (f) does ‘not ap- 
ply in circumstances set out in regulations made by the 'Gov- 
ernor in Council on the recommendation of the Minister of 
Human Resources Development, and 


(h) factors to be considered in determining what constitutes 
care and upbringing may be set out in regulations made by 
the Governor in Council on the recommendation of the Min- 
ister of Human Resources Development; 


Paras. 122.6“eligible individual’(g), (h) amended by 1996, c. 11, 
para. 95(h), to substitute “Minister of Human Resources Develop- 
ment” for “Minister of National Health and Welfaré’) in force July 
12, 1996. : 
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Regulations: 6301 (for para. (g)— circumstances in which the 
presumption in para. (f) does not apply); 6302 (for para. (h) — fac- 
tors: to be considered). 


“qualified dependant” at any time means a person 
who at that time 

(a) has not attained the age of 18 years, 

(b).is not a person in respect of whom an amount 


was deducted under paragraph (a) of the descrip- 


tion of B in subsection 118(1) in computing the 
tax payable under this Part by the person’s spouse 
for the base taxation year in relation to the month 
that includes that time, and 


(c) is not a person in respect of whom a special 
allowance under the Children’s Special Al- 
lowances Act is payable for the month that in- 
cludes that time; 


“return of income” filed by an individual for a tax- 
ation year means 


(a) where the individual was resident in Canada | 


throughout the year, the individual’s return of in- 
come (other than a return of income filed under 
subsection 70(2) or 104(23), paragraph 128(2)(e) 
or subsection 150(4)) that is filed or required to 
be filed under this Part for the year, and 


(b) in any other case, a prescribed form contain- 
ing prescribed information, that is filed with the 
Minister. 


Related Provisions: 164(2.3) — Form deemed to be a return of 
income. 


History: The title before s. 122.6 amended to add the word “Can- 
ada” by 1998, c. 21, s. 91, applicable after June 1998. | 


Definitions [s. 122.6]: “amount” — 248(1); “base. taxation 
year” — 122.6; “calendar year” — Interpretation Act 37(1)(a); 


“Canada” — 255; “cohabiting spouse” — 122.6; “earned in- 
come” — 63(3),. 122.6; “individual” — 248(1); “marriage” — 
252(4); “Minister” — 248(1); “parent” —.252(2); “prescribed” — 


248(1); “qualified dependant” — 122.6; 
“spouse” — 252(4); “taxation year” — 249. 


“resident” — 250; 


Forms [s. 122.6]: RC64: Children’s special allowances applica- 
tion and cancellation form; RC66: Child tax benefit: application; 
CTB9: Child tax benefit — statement of income, 


122.61 (1) Deemed overpayment [Child Tax 
Benefit] — Where a person and, where the Minister 


so demands, the person’s cohabiting spouse at the © 


end of a taxation year have filed a return of income 
for the year, an overpayment on account of the per- 
son’s liability under this Part for the year is deemed 
to have arisen during a month in relation to which 
the year is the base taxation year, equal to the 
amount determined by the formula « 


1/12[(A — B) + C] 
where 


A is the total of 


(a) the product obtained by multiplying 
$1,020 by the number of qualified dependants 
in respect of whom the person was an eligible 
individual at the beginning of the month, 


S. 122.61(1) 


(b) the product obtained by multiplying $75 
by the number of qualified dependants, in ex- 
cess of 2,.in respect of whom the person was 
an eligible individual at the beginning of the 


month, and 

(c) the amount determined by the formula 
‘D-+-E 

where 


D is the product obtained by multiplying 
$213 by the number of qualified 
dependants who have not attained the age 
of 7 years before the month and in respect 
of whom the person is an eligible individ- 
ual at the beginning of the month, and 

E is 25% of the total of all amounts deducted 
under section 63 in respect, of qualified 
dependants in computing the income for 
the year of the person or the person’s co- 
habiting spouse; 

Bis 5% (or where the person is an cette individ- 
ual in respect of only one qualified dependant at 
the beginning of the month, 2 '/2%) of the 
amount, if any, by which the person’s adjusted 
income for the year exceeds $25,921; and 


C. is the amount determined by the formula 


F-(GxH) 
where 


F is, where the person is an elizible: individual 
in respect of 


(a) only one qualified dependant, $605, 


and 
(b) two or more qualified dependants, the 
total of 
(i) $605 for the first qualified 
dependant, 


(ii) $405 for the second qualified de- 
pendant, and 


(iii) $330 for each, if any, of the third 
and subsequent qualified dependants, 


G is the amount, if any, by which the person’s 
adjusted income for the year exceeds $20,921, 
and 


H_ is, where the person is an eligible individual 
in respect of 


(a) only one qualified dependant, 12.1%, 
(b) two qualified dependants, 20.2%, and 


(c) three or more qualified dependants, 
26.8%. 


Related Provisions: 74.1(2) — No attribution of income from 
Child Tax Benefit; 122.63 — Agreement with province to vary cal- 
culation; 152(1.2) — Provisions applicable to determination of 
overpayment; 152(3.2), (3.3) — Determination of deemed overpay- 
ment; 160.1(1)(b) — No interest on repayment of Child Tax Benefit 
overpayment; 160.1(2.1) — Liability for refunds by reason of sec- 
tion 122.61; 164(1) — Refunds; 164(2.2) — Application respecting 
refunds re section 122.61; 164(2.3) — Form deemed to be a return 
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of income; 164(3) — No interest on late payment of Child Tax Ben- 
efit; 257 — Formula amounts cannot calculate: to less than zero. 


History: Subsec. 122:61(1) amended by 1998, c. 21, subsec. 93(1), 
applicable: with respect to overpayments deemed to arise during 
months that are after June 1998. The subsec. formérly, read: 


(1) Where a person and, where the Minister so demands, the 
person’s cohabiting spouse at the end of a taxation year have 
filed a return of income for the year, an overpayment on ac- 
count of the person’s liability under this Part for the year shall 
be deemed to have arisen during a month in relation to which 
the year is the base taxation year, equal to:the amount deter- 
mined by the formula 


= SB) 
12 


where 
A is;the total of 


(a) the product obtained by multiplying $1,02020 by 
the number of qualified dependants in respect of 
whom the person was an eligible individual at the be- 
ginning of the month,.... 5 

(b) the product obtained by multiplying $7520 by the 
number of qualified dependants, in excess of 2, in re- 
spect of whom the person was an eligible individual 
at the beginning of the month, 


(c) where the person is, at the beginning of the 
month, an eligible individual in respect of one or 
more qualified dependants, the amount determined 
by the formula 


De: Sao) 
[c x ae — (G x H) 


where 


Cis, where the person is an eligible individual in 
respect of 


(i) only. one qualified dependant, $60520, 
and 


(ii) two or more qualified dependants, the to- 
tal of 


(A) $60529 for the first qualified 
dependant, : 


(B) $40529 for the second qualified de- 
pendant, and 


(C) $3302° for each, if any, of the third 
and subsequent qualified dependants; 


D~ is the lesser of $10,00029 and the person’s ad- 
justed earned income for the year, 


G is the amount, if any; by which the person’s ad- 
justed income for the» year ‘exceeds 
$20,921,22and 


His, where the person is an eligible individual in 
respect of 


(i) only one qualified dependant, 12.1%, 


20 Indexed by 122.61(5) after base taxation year 1996. 

21 Indexed by 122.61(5.1) after base taxation year 1996. 
22Indexed by 122.61(6) after base taxation year 1991; 
23Were indexed by 122.61(5) after base taxation year 1991. 
24Were indexed by 122.61(6) after base taxation year 1991. 
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(ii) two qualified dependants, 20.2%, and 


(iii) three or more qualified dependants, 
26.8%, and 


(d) the amount determined by the formula 
E-F 
where | 


Eis the product obtained by multiplying $21329 
by the number of qualified dependants who have 
not attained the age of 7 years before the month 
and in respect: of whom the person is an eligible 
individual at the beginning of the. month, and 


F is 25% of the total of all amounts deducted under 

section 63. in respect of qualified dependants in 

- computing the income for the year of the person 
or the person’s cohabiting spouse; and 


B_ is 5% (or where the person is an eligible individual in 
respect of only one’ qualified dependant at the beginning 
of the month, 2'/2%) of the amount, if any, by which the 
person’s adjusted income) for the year exceeds 
C2500. ae 


Para. (c) of the description of A in subsec. 122:61(1) amended by 
1997, c. 26, subsec. 80(1), applicable to overpayments deemed to 
arise during months. that are after June 1997. Para. (c) formerly 
read: rae 


(c) where the person is, at the beginning of the month, an eli- 
gible individual in respect of one or more qualified 
~ dependants, the amount determined by the formula 


C—Dp 
where 


C is the lesser of $50023 and 8% of the amount, if any, by 7 


which the person’s adjusted earned income for the year 


io) 


exceeds $3,750,23 and 


D.. is-10% of the amount, if any, by which the person’s ad- 
©» Justed income for the year exceeds $20,92P, 4 and 


Interpretation Bulletins: IT-495R2: Child care expenses. 


Forms: CTB1: Child tax benefit notice. 


(2) Exceptions — Notwithstanding subsection (1), 
where a particular month is: the first month during 
which an overpayment that is less than $10 (or such 
other amount as is prescribed) is deemed under that 
subsection to have arisen on account of a person’s 
liability under this Part for the base taxation year:in 
relation tothe particular month, any such overpay- 
ment that would, but for this subsection, reasonably 
be expected at the end of the particular: month to 
arise during another month in relation to: which’ the 
year is the base taxation year shall be deemed ito 
arise under that subsection during the particular 
month and not during the other month. 
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(3) Non-residents and part-year residents — 
For the purposes of this section, unless a person was 
resident in Canada throughout a taxation year, 


(a) for greater certainty, the person’s income for 
the year shall be deemed to be equal to the 
amount that would have been the person’s in- 
come for the year had the person been resident in 
Canada throughout the year; and 


(b) the person’s earned income for the year shall 
not exceed that portion of the amount that would, 
but for this paragraph, be the person’s earned in- 
come that is included because of section 114 or 
subsection 115(1) in computing the person’s tax- 
able income or taxable income earned in Canada, 
as the case may be, for the year. 


(3.1) Effect of bankruptcy — For the purposes of 
this subdivision, where in a taxation year an individ- 
ual becomes bankrupt, 


(a) the individual’s income for the year shall in- 
clude the individual’s income for the taxation 
year that begins on January 1 of the calendar year 
that includes the date of bankruptcy; and 


(b) the total of all amounts deducted under sec- 
tion 63 in computing the individual’s income for 
the year shall include the amount deducted under 
that section for the individual’s taxation year that 
begins on January 1 of the calendar year that in- 
cludes the date of bankruptcy. 


(c) [Repealed] 


Related Provisions: 118.95, 122.5(7) — Parallel rule for per- 
sonal credits and GST credit. 


History: Paras. 122.61(3.1)(a) and (b) amended and para. (c) re- 
pealed by 1998, c. 21, s. 94, in force on June 18, 1998. The paras. 
formerly read: 


(a) the individual’s earned income for the year shall include 
the individual’s earned income for the taxation year that be- 
gins on January 1 of the calendar year that includes the date 
of bankruptcy; 


(b) the individual’s income for the year shall include the indi- 
vidual’s income for the taxation year that begins on January 1 
of the calendar year that includes the date of bankruptcy; and 


(c) the total of all amounts deducted under section 63 in com- 
puting the individual’s income for the year shall include the 
amount deducted under that section for the individual’s taxa- 
tion year that begins on January 1 of the calendar year that 
includes the date of bankruptcy. 


Subsec. 122.61(3.1) added by 1998, c. 19, s. 141, applicable to 
bankruptcies that occur after April-26, 1995. 


(4) Amount not to be charged, etc. — A refund 
of an amount deemed by this section to be an over- 
payment on account of a person’s liability under this 
Part for a taxation year 


(a) shall not be subject to the operation of any 
law relating to bankruptcy or insolvency; 


(b) cannot. be assigned, charged, attached or 
given as security; 


(c) does not qualify as a refund of tax for the pur- 
poses of the Tax Rebate Discounting Act; 
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(d) cannot be retained by way of deduction or set- 
off under the Financial Administration Act; and 


(e) is not garnishable moneys for the purposes of 
the Family Orders and Agreements Enforcement 
Assistance Act. 


(5) Annual adjustment [indexing] — Each 
amount (other than the amounts of $6,250 and 
$20,921) expressed in dollars in subsection (1) shall 
be adjusted so that, where the base taxation year in 
relation to a particular month is after 1996, the 
amount to be used under that subsection for the 
month is equal to the total of 


(a) the amount that would, but for subsection (7),. 
be the relevant amount used under subsection (1) 

. for the month that is one year before the particu- 
lar month, and 


(b) the product obtained by multiplying 
(i) the amount referred to in paragraph (a) 
by 


(ii) the amount, adjusted in such manner as is 
prescribed and rounded to the nearest one- 
thousandth or, where the result. obtained is 
equidistant from 2 such consecutive one 
thousandths, to the higher thereof, that is de- 
termined by the formula 


A 1.03 
B 


where 


A is the Consumer Price Index (within the 
meaning assigned by subsection 117.1(4)) 
for the 12 month period that ended on 
March 31 in the calendar year following 
the base taxation year, and 


B is the Consumer Price Index for the 12 
month period preceding the period referred 
to in the description of A. 


Related Provisions: 117.1(1) — Indexing of other amounts; 
122.61(5.1) — Indexing of amount of $6,250; 122.61(6) — Index- 
ing of amount of $20,921; 122.61(7) — Rounding of adjusted 
amounts; 257 — Formula cannot calculate to less than zero. 


History: The opening words of subsec. 122.61(5) amended by 
1997, c. 26, subsec. 80(2), applicable to overpayments deemed to 
arise during months that are after June 1997. These words formerly 
read: 


(5) Each amount (other than the amount of $20,921) ex- 
pressed in dollars in subsection (1) shall be adjusted so that, 
where the base taxation year in relation to a particular month 
is after 1991, the amount to be used under that subsection for 
the month is equal to the total of 


(5.1) [Repealed] 


History: Subsec. 122.61(5.1) repealed by 1998, c. 21, subsec. 
93(2), applicable with respect to overpayments deemed to arise dur- 
ing months that are after June 1998. The subsec. formerly read: 


(5.1) Annual adjustment [indexing] — The amount of 
$6,250 referred to in subsection (1) shall be adjusted so that 
the amount to be used under that subsection for a month in 
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relation to a base taxation year that is after 1996 is equal to 
the amount by, which. 


(a) the amount - $10,000 referred to in that MibaceHan, 
as adjusted and Aaiess under this section for the year, 


exceeds 


(b) the amount of $3,750 referred to in that subsection, as 
adjusted and rounded under this section for. the year. 


Subsec. 122.61(5.1) added by, 1997,.c. 26, subsec. 80(3), applicable. 


to overpayments deemed to arise during months that are after June 
199}: 


(6) Idem — The amount of $20,921; referred to ini 


subsection (1) shall be adjusted so that the amount to 
be used thereunder for a month in relation to a base 
taxation year that is after 1991 is equal to.the amount 
by which 


(a) the amount of $25, 921 Ee to in Meade: 
tion (1), as adjusted and rounded under this sec- 
tion for the year, 


exceeds 


(b) the product obtained by multiplying the 
amount of $500 referred to in subsection (1), as 
adjusted and rounded under this section for the 
year, by 10. 


(7) Rounding — Where an amount referred to in 
subsection (1), when adjusted as provided in subsec- 
tion (5), is not a multiple of one dollar, it shall be 
rounded to the nearest multiple of one dollar or, 
where it is equidistant from 2 such consecutive mul- 
tiples, to the higher thereof. 


History: See at end of s. 122.64. 


Definitions [s. 122.61]: “adjusted earned income”, “adjusted in- 
come” — 122.6; “amount” — 248(1); “base taxation year” — 
122.6; “calendar, year” — Interpretation Act 37(1)(a); “Canada” — 
255; “cohabiting spouse”, “earned income”, “éligible individual” — 
122.6; “Minister”, “person” — 248(1); “qualified dependant” — 
122.6; “resident” — 250; “return of income” — 122.6: “taxable in- 
come” — 2(2), 248(1); “taxable income earned in Canada” — 
115(1),.248(1); “taxation year” — 249. 


122.62 (1) Eligible individuals — For the pur- 
poses of this subdivision, a person may be. consid- 
ered to be an eligible individual in respect of a par- 
ticular qualified dependant at the beginning of a 
month only if the person has, no later than. 11 
months after the end of the month, filed with the 
Minister a notice in prescribed form containing pre- 
scribed information. 

History: Subsec. 122.62(1) amended by 1998, c. 19, subsec: 


142(1), applicable after, August 27, 1995, Subsec. 122.62(1) for- 
merly read: 


(1) Eligible naiauBls — For ‘the purposes of this subdivi- 
sion, a person may be ‘considered to be‘an eligible individual 
in respect of a particular qualified dependant /at the beginning 
of a month only if the person has, no later than 11 months 
after the end of the month, filed with the Minister’of Human 
Resources Development a notice in a form authorized,-and 
containing information required, by that Minister, 


Subsec. 122.62(1) amended by 1996, c. 11, para. 95(h), to substitute 
“Minister of Human Resources Development” for “Minister of Na- 
tional Health and Welfare”, in force July 12, 1996, 


Forms: CTB1: Child tax benefit notice. 
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(2) Extension for notices — The Minister may at 
any time extend the time ahi filing a notice Mader 
subsection: (4). fouoy a 


History: Subsec. 122.62(2) amended by, 1998, c- 19; subsec. 
142(1), applicable after August 27, 1995; Subsec. 122.62(2) for- 


_ merly read: 


(2). Extension -for notices: The Nicisialee of Human Re- 
sources Development may at any time extend. the time for fil- 
ing a notice under subsection (1). 


Subsec. ‘E22: 62(2) amended by 1996; © ‘ave para. 95(h), to substitute 
“Minister of Human Resources Development” for “Minister of Na- 
tional Health and Welfare”, in force July 12, 1996. 


(3) Exception -— Where at the beginning of 1993 a 
person is an eligible individual in respect of a-quali- 
fied dependant, subsection (1) does not apply to the 
person in respect of the qualified dependant if the 
qualified dependant was an eligible child (within the 
meaning assigned by subsection 122.2(2) because of 
subparagraph (a)(i) in the definition “eligible child” 
in that. subsection) of the individual for the 1992.tax- 
ation: year. 


(4) Person ceasing to be an eligible individ- 


ual — Where during a particular month a person 
ceases to be an eligible individual in respect of a par- 
ticular qualified dependant (otherwise than because © 
of the qualified dependant attaining the age of 18 
years), the’ person shall notify the Minister of’ that 
fact before the end of the first month follow?ae the 
particular month. 


History: Subsec. 122.62(4) amended by 1998!°¢!!19, suBéec. 
142(2), applicable after August 27, 1995, Subsec. 122: ies for=) 
merly read: 


(4) Person ceasing to be an eligible jadivic al oe Whee: 
during a particular month a person ceases to be an: eligible... 
individual in respect of a particular qualified dependant (oth- 
erwise than because of the qualified dependant attaining the 
age Of 18 years), the person shall inform the Minister of 
Human Resources Development of that fact, in such form as 
that minister may require, before the end of the first month 
following the particular month. 


Subsec. 122.62(4) amended by 1996, c. 11, para. 95(h), to substitute 
“Minister of Human Resources Development” for “Minister of Na- 
tional Health and Welfare”, in force July 12, 1996. 


Forms: RC65: Child tax benefit — election to change marital 
Status. 


(5) Death of cohabiting spouse — Where 


(a) before the end of a particular month the co- 
habiting spouse of an eligible individual. in tre- 
spect of a qualified dependant dies, and 


(b) the individual so elects, before the end of the 
eleventh month after. the particular month, ina 
form that is acceptable to the Minister, | 


for the purpose of determining the. amount deemed 
under subsection .122.61(1)..to. be an overpayment 
arising in any month after the particular month on 
account of the individual’s liability under ‘this Part 
for the base taxation year in relation to the'particular 
month, subject to any subsequent election under sub- 
section (6) or (7), the ‘individual’s adjusted income 
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for the year is deemed to be equal to the individual’ s 
income for the year. 


History: The ‘portion of subsec. 122.62(5) after para. (b) amended 
by 1998, c. 21, para. 95(a), in force on June 18, 1998. That portion 
formerly read: 


for the purpose of aera the amount deemed under sub- 
section 122.61(1) to be an overpayment arising in any month 
after the particular month on account of the individual’s lia- 
bility under this Part for the base taxation year in relation to 
the particular month, subject to any subsequent election under 
subsection (6) or (7), 


(c) the individual’ S adjusted income for the year is 
deemed to be equal to the individual’s income for the 
year, and © 


(d) the individual's adjusted earned income for the year is 
deemed to be equal to the individual’ s earned income for 
the year. 


Former subsec. 122. 62(5) Letud 122.62(6) Pe ntniberee as 
122.62(5) and amended by 1998, c. 19, subsec. 142(2), applicable 
after August 27, 1995. Former subsecs. 122.62(5) and (6) formerly 
read:, 


_ (5) Waiver— The Minister of Human Resources Devyelop- 
ment may at any time waive the requirement 


(a) under subsection (1) to file a notice; or 


(b) under-subsection (4) to inform that minister that ae 
person has ceased to be an eligible individual in respect 
, of a particular qualified dependant. 
(6) Death of, cohabiting spouse — Where before the end of 
a particular month the cohabiting spouse of an eligible indi- 
vidual in respect of a qualified dependant dies and the indi- 
vidual so elects, before the end of the eleventh month follow- 
ing the particular month, in a form that is acceptable to the 
Minister: of Human Resources Development, for the purpose 
of. determining, the amount deemed under. subsection 
122.61(1) to be an overpayment arising in any month after the 
particular month on account of the individual’s liability, under 
this Part for the base taxation year in relation to the particular 
month subject to any subsequent election under subsection 
(7) or (8), the indiyidual’s adjusted income for the year shall 
be deemed to be equal to the individual’s income for the year 
and the individual’s adjusted earned income for the year shall 
be deemed to be equal to the indiadual’ s earned income for 
the year. 
Subsecs. 122.62(5), (6) amended by 1996, c. 11, para..95(h), to aki 
stitute “Minister of Human Resources Development’ for “Minister 
of National Health and Welfare”, in force July 12, 1996, 
Forms: RC65: Child tax benefit — election to change marital 
status. 


(6) Separation from cohabiting spouse — 
Where 


(a) before the end of a particular month an eligi- 
ble individual in respect of a qualified dependant 
begins to live separate and apart from the individ- 
ual’s cohabiting spouse, because of a breakdown 
of their marriage, for a period. of at least 90 days 
that includes a day in the particular month, and 


(b) the individual so elects, before the end of the 
eleventh month after the particular month, in a 
form. that:is acceptable to the Minister, 


for the purpose of determining the amount deemed 
under subsection 122.61(1) to be an overpayment 
arising in any month after the particular month on 
account of the individual’s liability under this: Part 


S. 122.62(7) 


for the base taxation year in relation to the particular 
month, subject to any subsequent election under sub- 
section (5) or (7), the individual’s adjusted income: 
for the year is deemed to be equal to the individual’s 
income for the year. 


History: The portion of subsec. 122.62(6) after para. (b) amended 
by 1998, c. 21, para. 95(b), in forte on June 18, 1998. That portion 
formerly read: 


for the purpose. of determining the amount deemed under subsec- 
tion 122.61(1) to be an overpayment arising in any month) after 
the particular month on account of the individual’s liability under 
this Part for the base taxation year in relation to the particular 
month, subject to any subsequent election under subsection (5) or 


(7), 


(c) the individual’s adjusted income for the year is deemed to 
be equal to the individual’s income for the year, and 


(d) the individual’ s adjusted earned income for the year -is 
deemed to be equal to the individual’s earned income for the 
year, 


Former subsec. 122.62(7) renumbered as 122.62(6) and amended by 
1998, c. 19, subsec. 142(2), applicable.after August 27, 1995. Sub-: 
sec. 122.62(7) formerly read: 


(7) Separation from cohabiting spouse — Where before 
the end of a particular month an eligible individual in respect 
of a qualified dependant commences to live separate and 
apart from the individual’s cohabiting spouse, because of a 
breakdown of their marriage, for a period of at least 90 days 
that includes a day in the particular month and. the individual 
so elects, before the end of the eleventh month following the 
particular month, in a form that is acceptable to the Minister 
of Human Resources Development, for the purpose of deter- 
mining the amount deemed under subsection 122.61(1) to be 
an overpayment arising in any month after the particular 
month on account of the individual’s liability under this Part 
for the base taxation year in relation to the particular month 
subject to any subsequent election under subsection (6) or (8), 
the individual’s adjusted income for the year shall be deemed 
to be equal to the individual’s income for the year and the 
individual’s adjusted earned income for the year shall be 
deemed to be,equal to the individual’s earned income for the 
year. 


Former subsec. 122.62(7) amended by 1996, c. 11, para. 95(h), to 
substitute “Minister of Human Resources Development” for “Minis- 
ter of National Health and Welfare”, in force July 12, 1996. 


Forms: RC65: Child tax benefit — election to change marital 
status. 


(7) Person becoming a cohabiting spouse — 
Where 


(a) at any particular time before the end of a par- 
ticular month a taxpayer has become the cohab- 
iting spouse of. an eligible individual, and 


(b) the taxpayer and the eligible individual jointly 
so elect in prescribed form filed with the Minister 
before the end of the eleventh month’ after the 
particular month, 


for the purpose of determining the amount déemed 
by subsection 122.61(1) to be an overpayment aris- 
ing in any month after the particular month on ac- 
count of the eligible individual’s liability under this 
Part for the year, the taxpayer is deemed to have 
been the eligible individual’s cohabiting spouse 
throughout the period that began immediately before 
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the end of the base taxation year in relation to ‘the 
particular month and ended at the particular time: 


History: Former subsec. 122.62(8) renumbered as’ 122.62(7) and 
amended by 1998, c. 19, subsec. 142(2), applicable after August 27, 
1995. Subsec. (8) formerly read: 


(8) Person becoming a cohabiting spouse — Where. at 
any, particular time before the end of a particular month a tax- 
payer has become the cohabiting spouse of an eligible indi- 
vidual and the taxpayer and the eligible individual jointly so 
elect, before the end of the eleventh month following the par- 
ticular month, in a form that is acceptable to the Minister of 
Human Resources Development, the taxpayer shall be 
deemed to have been the eligible individual’s cohabiting 
spouse throughout the period: commencing immediately 
before the end of the base taxation year in relation to the par- 
ticular month and ending at the particular time for the pur- 
pose of determining the amount deemed by subsection 
122.61(1) to be an overpayment arising in any month after the 
particular month on account of the eligible individual’s liabil- 
ity under this Part for the year. 

Former subsec. 122.62(8) amended by 1996, c. 11, para. 95(h), to 

substitute “Minister of Human Resources Development” for “Minis- 

ter of National Health and Welfare”, in force July 12, 1996. 


Forms: RC65: Child tax benefit — election to ute marital 
status, 


(8), (9) [Repealed] 


History: Subsec. 122.62(9) repealed by 1998, c. 19, subsec. 142(2), 
applicable after August 27, 1995. Subsec. 122.62(9) formerly read: 


(9) Advice of Department of Human Resources Develop- 
ment — The Minister may obtain the advice of the Depart- 
ment of Human Resources Development as to whether 


(a), a, taxpayer is an eligible individual in respect of a 

qualified dependant; 

(b) a person is ‘a qualified dependant; or 

(c) a person is a taxpayer’s cohabiting spouse. 
Subsec. 122.62(9) amended by 1996, c. 11, para. 97(1)(e), to substi- 
tute “Department of Human Resources Development” for “Depart- 
ment of National Health and Welfare”, in force July 12, 1996. 
Related Provisions [s. 122.62]: 220(2.1) — Waiver of require- 
ment under 122.62(1) to file notice; 241(4)(b) — Disclosure of tax- 
payer information for purposes. of administering the Act. 
Definitions [s. 122.62]: “adjusted: earned income”, “adjusted in- 
come”, “cohabiting spouse” — 122.6; “eligible individual”, — 
122.6; “individual” — 248(1); “marriage” — 252(4); “Minister”, 
“person”, “prescribed” — 248(1); “qualified dependant” — 122.6; 
“taxpayer” — 248(1). 


122.63 Agreement — (1) The Minister of Finance 
may enter into an agreement with the government of 
a province whereby the amounts determined under 
paragraph (a) of the description of A in subsection 
122.61(1) with respect to persons resident in the 
province shall, for the purpose of calculating over- 
payments deemed to arise under that subsection, be 
replaced by amounts determined in baccordance with 
the agreement. 


History: Subsec, 122.63(1) amended by 1998, c. 19, s. 143, appli- 
cable after August 27, 1995. Subsec. 122.63(1) formerly read: 


(1) Agreement — The Minister of Finance and the Minister 
of Human Resources Development may enter jointly. into an 
agreement with the government of a province whereby the 
amounts determined under paragraph (a) in the description of 
A in subsection 122.61(1) with respect to persons resident in 
the province shall, for the purposes of calculating overpay- 
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ments deemed to arise under that ‘subsection, be replaced by 
amounts determined in accordance with the agreement: . 


Subsec. 122.63(1) amended by 1996, c. 11, para. 95(h), to subssibaae 
“Minister of Human Resources Development’ for “Minister of Na-, 
tional Health and Welfare”, in force July 12, 1996. However, this, 
change will effectively be superseded by (Bill C- 69) 1998, | c. 19 
reproduced as proposed amendments above. 


(2) Idem — The amounts determined under para- 
graph (a) of the description of A ‘in subsection 
122.61(1) for a base taxation year because of any 
agreement entered into with a province and referred 
to in subsection (1) shall be based on the age of qual- 
ified dependants of eligible individuals, or on the 
number of such qualified dependants, or both, and 
shall result in an amount in respect of a qualified de- 
pendant that is not less, in respect of that qualified 
dependant, than 85% of the amount that would oth- 
erwise be determined under that paragraph in respect 
of that qualified dependant for that year. 


(3) Idem — Any agreement entered into with a 
province and referred to in subsection (1) shall pro- 
vide that, where the operation of the agreement re- 
sults in a total of ‘all amounts, each of which is an 
amount deemed under subsection 122:61(1) to be an 
overpayment on account of the liability under this 
Part for a taxation year of a person subject to the 
agreement, that exceeds 101% of the total of such 
Overpayments that would have. otherwise béen 
deemed to have arisen under subsection 122.61(1), 
the excess shall be reimbursed by the government of 
the province to the Government, of Canada. 
Definitions [s. 122.63]: “amount” — 248(1): “base taxation 
Net “eligible individual” — 122.6; “person” —'248(1); “prov- 
ince” — Interpretation Act 35(1); “qualified dependant” — 122.6; 
“resident” — 250. 


122.64 (1) Confidentiality of information — In- 
formation obtained under this Act or the Family Al- 
lowances Act by or on behalf. of. the» Minister: of 
Human Resources Development is deemed to be ob- 
tained on behalf of the Minister of National Revenue 
for the purposes of this Act. 

History: Subsec. 122.64(1) amended by 1996, c. 11, para. 95(h), to 


substitute “Minister of Human Resources Development” for “Minis- 
ter of National Health and Welfare”, in force July 12, 1996. 


(2) Communication of information — Notwith- 
standing subsection 241(1), an official (as defined in 
subsection 241(10)) may provide information. ob- 
tained under subsection 122.62(1), (4), (5), (6) Or: * 
or the Family Allowances Act 


(a) to an official of the government of a province, 
solely for the purposes of the administration or 
enforcement of a prescribed law of the province; 
or 


(b) to an official of the Department of Human 
Resources Development for the purposes of the 
administration of the Family Allowances Act, the 
Canada Pension Plan or the Old Age Security 
Act. 


Related Provisions: 122.64(4) — Offence. 
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‘History: Subsec. 122.64(2) amended by 1998, c. 19, subsec. 
144(1), applicable after August 27, 1995 except that, before July 12, 
1996, the reference in para. 122:64(2)(b) to “Human Resources De- 
velopment” shall be read as a reference to “National Health and 
Welfare”. Subsec. 122.64(2) formerly read: 


(2) Communication of information — Notwithstanding sub- 
section 241(1), an official or authorized person may provide 
information obtained under subsection 122.62(1), (4), (6), (7) 
or (8) or the Family Allowances Act 


(a) to an official of the government of a province, solely 
for the purposes of the administration or enforcement of a 
prescribed law of the province; or 


(b) to an official of the Department of Human Resources 
Development, for the purposes of the administration of 
the Children’s Special Allowances Act, the Canada Pen- 
sion Plan and the Old Age Security Act. 


Para. 122.64(2)(b) amended by 1996, c. 11, para. 97(1)(e), to substi- 
tute-““Department of Human Resources Development” for “Depart- 
ment of National Health and Welfare”, in force July 12, 1996. 


Regulations: 3003 (prescribed law of a province). 


(3) Taxpayer’s address — Notwithstanding sub- 
section 241(1), an official or authorized person may 
provide a taxpayer’s name and address that has been 
obtained by or on behalf of the Minister of National 
Revenue for the purposes of this subdivision, for the 
purposes of the administration or enforcement of 
Part I of the Family Orders and ASTER TIER ES En- 
forcement Assistance Act. 

Related Provisions: 122.61(4)(e) — Child Tax Benefit not gar- 


nishable under the Family Orders and Agreements Enforcement As- 
sistance Act; 122.64(4) — Offence. 


(4) Offence — Every person to whom information 
has been provided under subsection (2) or (3) and 
who knowingly uses, communicates or allows to be 
communicated that information for any purpose 
other than that for which it was provided is guilty of 
an offence and is liable on summary conviction to a 
fine not exceeding $5,000 or to imprisonment for a 
term not exceeding 12 months or to both that fine 
and imprisonment. 


Related Provisions: 239(2.2), (2.21) — Offence with respect to 
confidential information. 


(5) [Repealed] 


History [subsec. 122.64(5)]: Subsec. 122.64(5) repealed by 
1998, c. 19, subsec. 144(2), applicable after August 27, 1995. Sub- 
sec. 122.64(5) formerly read: 


(5) “official” and “authorized person” — For the purposes 
of subsections (2) and (3), “official” and “authorized person” 
have the meanings assigned by subsection 241(10). 


Definitions [s. 122.64]: “authorized person”, “official” — 
241(10); “person”, “prescribed” — 248(1); “province” — Interpre- 
tation Act 35(1); “taxpayer” — 248(1). 
History [Ss. 122.6—122.64]: Ss. 122.6 to 122.64 enacted by 1994, 
c. 7, Sch. VII (1992, c. 48), subsec. 12(1), 122.6 to 122.63 applica- 
ble to overpayments deemed to arise during months after 1992; and, 
with respect to 
(a) any amount deemed by subsec. 122.61(1) to be an overpay- 
ment on account of an individual’s liability under Part I 


(i) during any month before July 1993, the individual’s co- 
habiting spouse at the end of 1991 includes a person who 


(A) is of the opposite sex to the individual, 
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(B) is at the beginning of the month a parent of a child 
of whom the individual is a parent, and 


(C) is not living separate and apart from the individual 
for a period of at least 90 days that includes December 
31, 1991, and 


(ii) during any month after June 1993 and before July 1994, 
the cohabiting spouse of an individual at the end of 1992 
includes the person of the opposite sex who, at the end of 
1992, was cohabiting with the individual in a conjugal rela- 
tionship and 


(A) had so cohabited with the individual throughout a 
12 month period ending before the end of 1992, or 


(B) is a parent of a child of whom the individual is a 
parent, 


and, for the purpose of this subparagraph, where before the 
end of 1992 the individual and the person cohabited in a 
conjugal relationship, they shall be deemed to be cohab- 
iting in a conjugal relationship at the end of 1992, unless 
they were not cohabiting at that time for a period of at least 
90 days that includes that time because of a breakdown of 
their conjugal relationship; and 


(b) any amount deemed by subsec. 122.61(1) to be an overpay- 
ment on account of a person’s liability under Part I arising in 
any month in relation to which the 1992 taxation year is the 
base taxation year, the expression “‘earned income” as defined 
in s. 122.6 shall be deemed to have the meaning assigned by 
subsec. 63(3) as that subsec. reads in its application to the 1993 
taxation year. 


S. 122.64 is deemed to have come into force January 1, 1993. 


Subsec. 12(3) of 1994, c. 7, Sch. VII (1992, c. 48) provides as 
follows: 


(3) The Minister of National Revenue may during any month 


(a) in relation to which the 1991 taxation year is the base 
taxation year, and 


(b) that is before the month in which that minister mails. to 
an individual a notice of determination of the amounts 
deemed by subsection 122.61(1) of the Act, as enacted by 
subsection (1), to be overpayments on account of the indi- 
vidual’s liability under Part I of the Act for the 1991 taxa- 
tion year, 


pay to the individual, in respect of a qualified dependant who 
was an eligible child (within the meaning assigned by subsec- 
tion 122.2(2) of the Act) of the individual for the 1992 taxation 
year, an amount not exceeding the amount that would be 
deemed by the said subsection 122.61(1) to be an overpayment 
on account of the individual’s liability under Part I of the Act 
for the 1991 taxation year that would have arisen in that month 
or a preceding month if the individual’s adjusted income and 
adjusted earned income for the 1991 taxation year were equal to 
zero and if the individual had filed a return of income for that 
year, and any amount so paid shall be deemed to be an amount 
refunded on account of the individual’s liability under Part I of 
the Act for the 1991 taxation year that arose as a consequence 
of the operation of the said subsection 122.61(1). 
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Subdivision b — Riles ASEH eabIe 
_to Corporations 


123. (1) Rate for’ corporations — The tax paya- 
ble: under this Part fora taxation year by a corpora- 
tion on its taxable income or taxable income earned 
in Canada, as the case may be, (in this section ré- 
ferred to as its “amount taxable’) for the year is, ex- 
cept where otherwise provided, 


(a) 38% of its amount taxable for the year. 


(b)-(d) [Repealed under former Act] 


Related Provisions: 1170.) — Tax payable under this Part; 

123.2 — Corporate surtax; 124 — Provincial tax abatement for cor- 
porations; 125 ——‘Small business deduction; 125.1 — Manufactur- 
ing. and. ‘processing credit; 133(3)-— Tax rate for non-resident- 
owned investment corporation; 137.1(9)—— Tax rate for deposit. in- 
surance corporation; 157(1)— Monthly instalment requirements; 
161(4.1) — Interest on unpaid taxes; 182 — Surtax on tobacco’ 
manufacturers; 219(1) — Additional tax on foreign corporations. 


Pre-RSC History: Para. 123(1)(b) repealed by 1988, c. 28, s. 250, 
applicable to, taxation years commencing after. December 22, 1989. 
Para. 123(1)(b) formerly read: reve J 


(b) 5% of the amount taxable earned eke the ipiaees in the 
year-in the Nova Scotia offshore. area. 


Para. 123(1)(a) amended to substitute “38%? for “43%”, and paras. 
123(1)(c), (d) repealed. by 1988, c,.55, subsecs. 100(1) and (2), ap- 
plicable to taxation years ending after June 1987, except that in. its 
application to taxation years ending after June 1987 and commenc- 
ing before July 1988, para. 123(1)(a) shall be read as follows: . 


(a) the amount, if any, by which the aggregate of — 


(i) that proportion of 46% of its amount taxable for the 
year that the number of days in the year that are before 
July 1987 is of the number of days in the-year, 


- (ii) that proportion of 45% of. its amount taxable for. the. 
year that the number of days in the year that are after 
June, 1987 and before July 1988 is of the number of YS 
in the year, 


(iii) that proportion of 38% of its amount taxable for the 
year that the number of days in the year that. are after 
June 1988 is of the number of days. in the year, 


(iv) in the case of a corporation that was throughout the 
year a Canadian-controlled private corporation, that pro- 
portion of 1% of the lesser of 


-(A) the amount, if any, by hen 
(I) its amount taxable for the year 
exceeds the aggregate of 


(il) the least of the ‘amounts determined under 
paragraphs 125(1)(a) to (c) in snes of the cor- 
poration for the year, and. 


(IIT)'2 times the aggregate of amounts deducted 
under subsection: 126(2) by the corporation from 


1006 


Subdiv. b — Computation of Tax: Corporations S. 123 


its tax for the year otherwise payable under this (b) in the application of para. 123(1)(c) there shall be deducted 

Part, and » Y from the amount otherwise determined under that paragraph in 
Gy ates winsenial detemninddataauiers solanse respect of a corporation for a taxation year the aggregate of 
129(3)(a)(i)(B) in respect of the corporation for the (i) that proportion of 3% of the lesser of the amounts deter- 
year, mined under subparagraphs (i) and (11) of that paragraph in 


respect of the corporation for the year that the number of 
days in the year that are before July 1987 is of the number 
of days in the year, 


that the number of days in the year that are after June 
1987 and before 1988 is of the number of days in the 


year, and 
(ii) that proportion of 2% of the lesser of the amounts deter- 


mined under subparagraphs (i) and (ii) of that paragraph in 
respect of the corporation for the year that the number of 
days in the year that are after June 1987 and before July 


(v) in the case of a corporation that was throughout the 
year an investment corporation or a mutual fund corpora- 
tion, that proportion of 1% of the lesser of 


(A) its amount taxable for the year, and 1988 is of the number of days in the year, and 
(B) its taxed capital gains for the year (within the (iti) that proportion of 1% of the lesser of the amounts de- 
meaning assigned by subsection 130(3)) for the year termined under subparagraphs (i) and (ii) of that paragraph 


in respect of the corporation for the year that the number of 
days in the year that. are after June 1988 and before July 
1989 is of the number of days in the year; and 


that the number of days in the year that are after June 
1987 and before July 1988 is of the number of days in the 


By ,(c) in the application of paragraph 123(1)(d) there shall be de- 
exceeds ducted from the amount otherwise determined under that para- 
(vi) in the case of a corporation that was throughout the graph in respect of a corporation for a taxation year the aggre- 
year a Canadian-controlled private corporation, that pro- gate of 
portion of 7% of the lesser of the amounts determined (i) that proportion of 3% of the lesser of its amount taxable 
under clauses (iv)(A) and (B) in respect of the corpora- and its taxed capital gains for the year that the number of 
tion for the year that the number of days in the year that days in the year that are before July 1987 is of the number 
are after 1987 and before July 1988 is of the number of of days in the year, 


days the year, and (ii) that proportion of 2% of the lesser of its amount taxable 


Paras. 123(1)(c) and (d) formerly read: and its taxed capital gains for the year that the number of 
days in the year that are after June 1987 and before July 


in the f tion that was throughout th 
Se ero set cormoration fal was throughout the year a 1988 is of the number of days in the year, and 


Canadian-controlled private corporation, 3% of the lesser of 
(iii) that proportion of 1% of the lesser of its amount taxa- 
ble and its taxed capital gains for the year that the number 
(A)-its amount taxable for the year of days in the year that are after June 1988 and before July 
1989 is of the number of days in the year. 


Forms: T2-FTC-Sched. 1 Supp: 1987 and subsequent taxation 
years; T2B-CORPAC: Recalculation and update of corporation in- 
come and/or tax; T2S(7): Calculation of aggregate investment in- 
come and active business income. 


_, (i) the-amount, if any, by which 


exceeds the aggregate of 


(B) the least of the amounts determined under 
paragraphs 125(1)(a) to (c) in respect of the corpora- 
tion for the year, and 


(C) 2 times the aggregate of amounts deducted under 


subsection 126(2) by the corporation from its tax for (2) [Repealed under former Act] 
. the year otherwise payable under this Part, and Pre-RSC History: Subsec. 123(2) repealed by 1988, c. 28, s. 250, 
(ii) the amount determined under clause 129(3)(a)(i)(B) applicable to taxation years commencing after December 22, 1989. 
in respect of the corporation for the year, and Subsec. 123(2) formerly read: 


(2) Definitions — In this section, 


(d) in the case of a corporation that was throughout the year 


an investment corporation or a mutual fund corporation, 3% “amount taxable earned by the corporation in the year in the 
of the lesser of its amount taxable for the year and its taxed Nova Scotia offshore area” means the amount determined 
capital gains (within the meaning assigned by subsection under rules prescribed for the purpose by regulations made on 
130(3)) for the’ year. the recommendation of the Minister of Finance; 
Para. 123(1)(a) amended to substitute “43%” for “46%”, and paras. “Nova Scotia offshore area” means the geographic area deter- 
123(1)(c), (d) added, by 1986, c. 55, s. 42; applicable to taxation mined by regulations made on the recommendation of the 
years ending after June 30, 1987, except that with respect to taxa- Minister of Finance. 
tion years ending after June 1987 and commencing before July 1989 | Pre-RSC History [s. 123]: S: 123 substituted by 1984, c. 29, s. 
the following shall apply: 90, applicable to taxation years commencing after June 22, 1984. S. 


(a) in the application of para. 123(1)(a) there shall be added to 123 formerly read: 
the amount otherwise determined under that paragraph in re- 


! , 123. Rate for corporations — The tax payable by a corpora- 
spect of a corporation for a taxation year the aggregate of 


tion under this Part upon its taxable income or taxable income 


(i) that proportion of 3% of its amount taxable for the year 
that the number of days in the year that are before July 
1987 is of the number of days in the year, 


(ii) that proportion of 2% of its amount taxable for the year 
that the number of days in the year that are after June 1987 
and before July 1988 is of the number of days in the year, 
and 


(iii) that proportion of 1% ofits amount taxable for the year 
that the number of days in the year that arevafter June 1988 
and before July 1989 is of the number of days in the year; 
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earned in Canada, as the case may be, (in this section referred 
to as the “amount taxable”) is, except where otherwise 
provided, 


(a) for the 1972 taxation year, 50%, 

(b) for the 1973 taxation year, 49%, 

(c) for the 1974 taxation year, 48%, 

(d) for the 1975 taxation year, 47%, and 

(e) for the 1976 and subsequent taxation years, 46%, 


of the amount taxable. 


S. 123 


Definitions [s. 123]: “amount” — 248(1); “corporation” — 
248(1), Interpretation Act 35(1); “taxable income” — 2(2), 248(1); 
“taxable income earned in Canada’ 115(1); eye 


123.1 Corboration surtax — There shall be added | 


to the tax otherwise payable under this Part for each 
taxation year by a corporation (other than a corpora- 
tion that.was. throughout the year an investment cor- 
poration. or.a non-resident-owned investment corpo- 
ration) an amount equal to that proportion of 5% of 
the amount, if any, by which 


(a) the tax payable under this Part by the corpora- 
tion for the year determined without reference to 
this section, sections’ 123.2 and 126 (except for 
the purposes of subsection 125(1) and’ section 
125.1), subsections 127(3) and (5), 127.2(1) and 
127.3(1) of this Act-and paragraph 123(1)(b) and 
subsection 127(13) of the Income Tax Act, chap- 
ter 148 of the Revised Statutes of Canada, 1952, 
and if subsection 124(1) of this Act were read 
without reference to the words “in a province” in 
that, subsection 


exceeds 


(b) in the. Case of a Canadian- connrbiied private 
corporation to which subsection 125(1) applies, 
the amount, if any, by which 


(i) 15% of the least of the amounts, me any, de- 
termined under paragraphs 125(1)(a) to (c) in 
respect of the corporation for the year 


exceeds 


(ii) the amount, if any, determined under para- 
graph 125.1(1)(b) in respect of the lee et 
for the year, 


(c) in the case of a mutual fund corporation, the 
least of the amounts that would be determined 
under paragraphs (a) to (c) of the description of A 
in the definition “refundable capital gains tax on 
hand” in subsection 131(6) in respect of the cor- 
poration for the year if this Act were read without 
reference to this section, and 


*(d) in any other case, nil 


that the number of days in that portion of thety year 
that is after June 30, 1985 and before 1987 is op the 
number of days in the year. 


Pre-RSC History: Para. 123.1(a) amended by 1986, ¢. 55, s. 43, to 
substitute “sections 123.2 and 126” for “section. 126”, applicable to | 


1987 ef seq. 
S. 123.1 added by 1986, c. 6, 8. 69; applicable to. 1985 et seq. 


Definitions [s. 123.1]: “amount” — 248(1 ); “Canadian-controlled 
private corporation” — 125(7), 248(1); “corporation” = 248(1); 


“investment corporation” — 130(3), 248(1); “mutual. fund corpora- 
tion” — 131(8), 248(1); “non-resident-owned investment corpora- 
tion” — 133(8), ate metaX abet aie 248(2); “taxation year” — 
249(1). 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 
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Pre-RSC History [former s. 123.1]: S. 123.1 repealed by 1985, 
c. 45, s. 69, applicable to 1985 et seg. S. 123.1 formerly read: 


_ 123.1 Deduction in computing tax otherwise payable — 
There may be deducted from the tax otherwise payable under 
this Part for the 1972 or 1973 taxation year by a corporation 
liable to pay tax for the year computed under section 123 or 

~ 143, an amount equal to 7% of, 


(a) in the case of the 1972 taxation year of the corpora- 
» tion, its tax for the year so computed, minus any amount 
~ deductible under section 125 or 130 from its tax for the 
year otherwise payable under this Part; and 


(b) in the case of the 1973 taxation year of the corpora- 

tion, that proportion of its tax for the year so computed, 

‘Minus any amount deductible under section 125 or 130 

from its tax for the year otherwise payable under this 

' :Part, that the number of days in that portion of the year 

_ that is before 1973 is: of the frnpiies of days in the whole 
year. 


S. 123.1 added by 1972, c. 9, s. 2. 


123.2 Corporation surtax — There shall be added 
to the tax otherwise payable under this Part for each 
taxation year by a corporation (other than a corpora- 
tion that was throughout the year a non-resident- 
owned investment corporation) an amount ae to 
4% of the amount, if any, by which 


(a) the tax payable under this Part by the corpora- 
tion for the year determined without reference to 
this section, sections 123.3 and 125 to 126 and 
subsections 127(3) and (5) and 137(3) and as if 
subsection 124(1) did not contain the ‘words “ina 
province” : 54 


exceeds»: 


(b) in the case of a corporation “tha was through- 
out the year an investment corporation or a mu- 
tual fund corporation, the amount determined for 
A in the definition “refundable capital gains tax 
on hand” in subsection 131(6) in respect of the 
corporation for the year, and 


(c) in any other case, nil. 


Related Provisions: 141.1:— Insurance ae deemed not 
to be private corporation; 157(1)— Tax instalment. requirements; 
161(4.1)— Interest: on unpaid taxes; 182 —Surtax on tobacco 
manufacturers; Reg. 8602 — Prescribed portion of amount deter- 
mined under 123. 2. 


History: The portion of s. 123.2 before para. (b) amended by 1996, 
c. 21, s. 24, applicable to taxation years that end after February 27; 
1995 except that, in applying s. 123.2, as amended; to. a-taxation 
year that began before February 28, 1995, the amount otherwise de- 
termined under that section shall be reduced by that proportion of 
of that amount that the number of days in the year that are before 
February 28, 1995 is of the number of days i in the year. The portion 
fee read: 


1232 Corporation surtax ae There shall be added to the tax 
otherwise payable under this Part for each taxation year by a 
corporation (other than a corporation that was throughout the 
year a non-resident-owned investment corporation) an 
amount equal to 3% of the amount, if any, by which 


(a) the tax payable under this Part by the corporation for 
the year determined without reference to this section, sec- 
tions 125 to 126 and subsections 127(3) and (5) and 
137(3) and as if subsection 124(1) — hot contain the 
words “in a province” therein > 
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exceeds 


Para. 123.2(a) amended by 1994, c. 7, Sch. VIII (1993, c. 24), s. 61, 
applicable to 1992 et seg. except that, in its application to a corpora- 
tion’s taxation year beginning before 1992, there shall be deducted 
from the amount determined under the para. in respect of the corpo- 
ration for the year an amount equal to that proportion of the amount 
determined under subsec. 137(3) in respect of the corporation for 
the year that the number of days in the year that are before 1992 is 
of the number of days in the year. Para. 123.2(a) formerly read: 


(a) the tax payable under this Part by the corporation for the 
year determined without reference to this section and sections 
125 to 126 and subsections 127(3) and (5) of this Act and 
paragraph 123(1)(b) of the Income Tax Act, chapter 148 of 
the Revised Statutes of Canada, 1952, and as if subsection 
124(1) of this Act were read without reference to the words 
‘“{n-a province” in that subsection 


Pre-RSC History: Paras. 123.2(a) to (c) substituted for paras. (a) 
to (d) by 1990, c. 39, s. 28, applicable [by subsec. 28(2), as 
amended by 1993, c. 24, s. 156, deemed to have come into force on 
October 23, 1990] to taxation years ending after June 1989 except 
that, in its application to a taxation year of a corporation commenc- 
ing before July 1989, there shall be deducted from the amount de- 
termined under para. 123.2(a) in respect of the corporation for the 
year an amount equal to that proportion of the aggregate of, 


(a) where the corporation was (or, but for subsec. 136(1) or 
137(7), would have been) a Canadian-controlled private corpo- 
ration throughout the year, the amount determined under sub- 
sec. 125(1) in respect of the corporation for the year, 


(b) the amount determined under subsec. 125.1(1) in respect of 
the corporation for the year, and 


(c) where the corporation was a Canadian-controlled private 
corporation throughout .the year, “/s of the least of the amounts 
-determined under subpara. 129(3)(a)(i) to (iii) in respect of the 
corporation for the year, 


that the number of days in the year that are before July 1989 is of 
the number of days in the year, Paras. 123.2(a) to (d) formerly read: 


(a) the tax payable under this Part by the corporation for the 
year, determined without reference to paragraph 123(1)(b), 
section 123.1, this section, section 125.2, section 126 (except 
for the purposes of subsection 125(1) and sections 125.1 and 
129), and subsections 127(3), (5) and (13), 127.2(1) and 
127.3(1) and as if subsection 124(1) were read without refer- 
ence to the words “in a province” therein 


exceeds 


(b) in the case of a corporation that was throughout the year a 
Canadian-controlled private corporation, */s of the least of the 
amounts determined under subparagraphs 129(3)(a)(i) to (iti) 
in respect of the corporation for the year, 


(c) in the case of a corporation that was throughout the year 
an investment corporation or a mutual fund corporation, the 
amount determined under subparagraph 131(6)(d)(i) in re- 
spect of the corporation for the year, and 


(d) in any other case, nil, 


Paras. 123.2(a) and (b) amended by 1988, c. 55, s. 101, to add refer- 
ence to s. 125.2 in para. (a) and to substitute ““/s of the least of” for 
“the least of’ in para. (b), applicable to 1988 et seq., except that in 
its application to a taxation year of a corporation commencing 
before 1988 and ending after 1987, there shall be added to the 
amount determined under para. 123.2(b) in respect of the corpora- 
tion for the year an amount equal to that proportion of 1/s of the least 
of the amounts determined under subparas. 129(3)(a)(i) to (111) in 
respect of the corporation for the year that the number of days in the 
year that are before 1988 is of the number of days in the year. 


S. 123.2 added by 1986, c. 55, s. 44, applicable to 1987 ef seq., 
except that in the application of section 123.2 to a taxation year of a 
corporation commencing before 1987 and ending aiter 1986, the 
amount determined under that section in respect of the corporation 


S. 123.2 


for the year shall be deemed to be that proportion of the amount 
otherwise determined under that section in respect of the corpora- 
tion for the year that the number of days in the year that are after 
1986 is of the number of days in the year. 


Definitions [s. 123.2]: “amount” — 248(1); “Canadian-controlled 
private corporation” — 125(7), 248(1); “corporation” — 248(1), Jn- 
terpretation Act 35(1); “investment corporation” — 130(3), 248(1); 
“mutual. fund corporation” — 131(8), 248(1); “non-resident-owned 
investment, corporation” — 133(8), 248(1); “tax, payable” — 
248(2). 


Interpretation Bulletins [s. 123.2]: IT-243R4: Dividend refund 
to private corporations. 


Forms [s. 123.2]: T962: Calculation of unused Part 1.3 tax credit 
and unused surtax credit; T2215: Corporate surtax — 1988 et seq.. 


Pre-RSC History [former s. 123.2]: S. 123.2 repealed by 1985, 
c. 45, s. 69, applicable to 1985 et seg. S. 123.2 formerly read: 


123.2 (1) Corporation surtax — Subject to subsection (2), 
there shall be added to the. tax otherwise payable under this 
Part for a taxation year by a corporation an amount equal to 
that proportion of 10% of the amount, if any, by which 


(a) the tax otherwise payable under this Part by the cor- 
poration for that year (determined as if the expression “in 
a province other than the Northwest Territories or the 
Yukon Territory” in section 124 were read as “in all the 
provinces” and determined without reference to this sec- 
tion, section 126 or subsection 127(5)) 


exceeds the aggregate of 


(b) 30% of the corporation’s Canadian manufacturing 
and processing profits for the yeat as determined for the 
purposes of section 125.1, and 


(c), (d) [Repealed] 


(e) where the corporation was.a private corporation 
throughout the year, 38/25ths of the amount determined 
under paragraph 129(3)(a) in respect of the corporation 
for the year, 


that 


(f) the number of days in that portion of the year that. is 
after April 1974 and before May 1975, 


is of 
(g) the number of days in that year. 


(2) Corporations to which surtax not to appiy — Subsec- 
tion (1) does not apply to a corporation 


(a) that was an investment corporation; a mortgage: in- 
vestment: corporation within the: meaning assigned by 
subsection 130.1(6), a mutual fund corporation, a deposit 
insurance corporation within the meaning assigned by 
paragraph 137.1(5)(a) or a non-resident-owned invest- 
ment corporation throughout the relevant taxation year; 
or 


(b) in respect of which any amount was deducted from its 
tax otherwise payable under this Part for the year by vir- 
tue of section 125. 
Paras. 123.2(1)(a) substituted, (c), (d) and subsec. 123.2(3) repealed 
by 1974-75-76, c. 71, s. 4, applicable, as to para. 123.2(1)(a), to 
1975 et seq. and, as to paras. 123.2(1)(c), (d) and subsec. 123.2(3), 
to 1977 et seg. In para. 123.2(1)(a) reference to subsec. 127(5) is 
added. Paras. 123.2(1)(c), (d) and subsec. 123.2(3) formerly read: 


(c) for 
(i) the 1974 taxation year, 30%, 
(ii) the 1975 taxation year, 28%, and 
(iii) the 1976 taxation year, 25% 


of the corporation’s taxable production profits from oil or 
gas wells in Canada for the year, 
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(d) 25% of the corporation’s taxable production profits 
from mineral resources in Canada for the year, and 


(3) Calculation of percentage for particular taxation 
year — For the purposes of paragraph (1)(c); where a corpo- > 
ration has a taxation year (in this subsection referred to as 
“the particular taxation year”) part of which is before and part 
of which is after the commencement of the 1975 or 1976 cal- 
endar year (in this subsection referred to as “the particular 
calendar year”), the percentage referred to in that paragraph 
for the particular taxation year shall be the apbaispel equal 
to the aggregate of 


(a) that proportion of the percentage so referred to for the 
particular taxation year that the number of days in. that 
portion of the particular taxation year that is in the partic- 
ular calendar year is of the number of days after May 6, 
1974 in the particular taxation year, and — 


(b) that proportion of the percentage so referred to for the 
taxation year immediately preceding the particular taxa- 
tion year that the number of days after May 6, 1974 in 
that portion of the:particular taxation year that is in the 
calendar year immediately preceding the particular calen- 
dar year is of the number of days after May 6, 1974 in the 
particular taxation year. 
S. 123.2 added by 1974-75-76, c. 26, subsec. 78(1), applicable to 
the 1974 and subsequent taxation years except that, where a corpo- 
ration has a taxation year part of which is before May 7, 1974 and 
part of which is after May 6, 1974, subsection 123.2(1) shall be read 
as if there were included in the aggregate of the amounts determined 
under paragraphs (b) to (e) thereof 38% of 667/3% of the amount by 
which 
(a) the aggregate of the corporation’s taxable production profits 
from oil or gas wells in Canada for the year, as determined pur- 
suant to section 124.2 of the said Act (read without reference to 
subparagraph (1)(c)(iii) thereof and without regard ‘to subsec- 
tion 80(3) of this Act), and its taxable production profits from 
mineral resources in Canada for the year, as determined pursu- 
ant to section 124.1 of the said Act, (read without reference to 
subparagraph (1)(c)(ii1) thereof and without regard to subsec- 
tion 80(2) of this Act), 


exceeds 


(b) the aggregate of the amounts determined under subsections 
80(2) and (3) of this Act, if they were read without reference to 
paragraphs 80(2)G) and 80(3)(), in respect of the corporation. 


123.3 Refundable tax on CCPC’s investment 
income — There shall be added to the tax other- 
wise payable under this Part for each taxation year 
by a corporation that is throughout the year a Cana- 
dian-controlled private corporation an amount equal 
to 673% of the lesser of 


(a) the corporation’s aggregate investment in- 
come for the year (within the meaning assigned 
by subsection 129(4)), and 


(b) the amount, if any, by which its taxable in- 
come for the year exceeds, the least. of. the 
amounts determined in respect of it for the year 
under paragraphs 125(1)(a) to (c). 
Related Provisions: 123.2(a) — Corporate surtax applies to total 
tax before adding this refundable tax; 125(1)(b)(i), 126(7)“tax for 
the year otherwise payable under this Part’(b), (c) — Refundable 
tax ignored for foreign tax credit purposes; 129(3)(a)(i)A — Refund 
of tax (plus 20 points of regular tax on the same income). 


History: S. 123.3 added by 1996, c.21, s. 25, applicable to taxation 
years that end after June 1995 except that, in its application to such 
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taxation years that begin before July 1995, the reference in s. 123.3 
to “6 73%” shall be read as “that proportion of 6 %% that the num- 
ber of days in the year that are after June 1995 is of the number of 
days in the year”. 


Pre-RSC History [former S. 123.3]: Former s. 123.3 ests byi 
1985, c. 45, s.. 69, applicable to 1985 et seg. S. 123.3 formerly read: 


123.3. Corporation surtax — There shall.be added to the tax-. 
otherwise payable under:this Part for a taxation year by a cor- 
poration (other than a corporation that was throughout the 
year an investment corporation or a non-resident-owned in- 
vestment corporation) an amount equal to that proportion of 
5% of the amount, if any, by which 


(a) the tax otherwise payable under this Part by the cor- 
poration for the year determined without reference to this 
section, sections 123.4 and 126 (except for the purposes 
of section 125.1 and subsections 125(1) and (1.1)), sub-.= 
sections 127(3), (5) and (13) and as if subsection 124(1) 
were read without reference to the words “in a province” , . 
therein 


exceeds 


(b) in the case of a mutual fund corporation, the least. of - 
the amounts that would be determined under clauses 
131(6)(d)@)(A), (B) and (C) in respect of the corporation 
for the year if this Act were read without reference to this 
section and section 123.4, and 


(c) in any other case, nil 


that the number of days in that portion of the year that is after - 
December 31, 1979 and before January 1, 1982 is of the num- 
- ber of days in the year. 


Paras. 123.3(a) and (b) substituted by 1980-81-82-83, c. 140, sub- 
sec. 84(1) and (2), applicable after 1981, to substitute “section 123.4 
and 126” for “section 126” in para. (a) and to substitute “this section 
and section 123.4” for “this section” in para. (b). 


S. 123.3 added by 1980-81-82-83, c. 48, s. 68, applicable to 1980 et 


seq. 


Former s. 123.3 repealed by 1974-75-76, c. HI, s. 5, applicable to 
1976 et seg. S. 123.3 formerly read: 


123.3 Rate of tax for corporation with taxable production 
profits — Notwithstanding section 123, the tax payable under 
this Part for a taxation year by a corporation that has taxable 
production profits from mineral resources in Canada for the 
year or taxable production profits from oil or gas wells in 
Canada for the year (in this section referred to as “taxable 
production profits”) is, 


(a) where the aggregate of its taxable production profits 
is not less than its taxable income or taxable income 
earned in Canada for the year, as the case may be, 50% 
of its taxable income or taxable income Carer in Can- 
ada, as the case may be; and 


(b) in any other case, the aggregate of 


(i) 50% of the aggregate of its taxable producHon 
_ profits, and ; 


(ii) the amount of the tax payable for the year that 
would be determined under section 123, except 
where otherwise provided, in respect’ of the corpora- 
tion, if the “amount taxable” referred to therein was 


(A) its taxable income, or 
(B) its taxable income earned in Canada, 
minus the aggregate of its taxable production profits. 


Former s. 123.3 added by 1974-75-76, c. 26, subsec, 78(1), applica- 
ble to 1974 et seq. 
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Transitional rule for former s. 123.3: See note to s: 124.2. 


Definitions [s. 123.3]: “Canadian-controlled private corpora- 
tion” — 125(7), 248(1); “corporation” —248(1), Interpretation Act 
35(1); “taxable income” — 2(2), 248(1); “taxation year” — 249. 


123.4 [Repealed under former Act] 


Pre-RSC History [former s. 123.4]: S. 123.4 repealed by 1985, 
c. 45, s. 69, applicable to 1985. et seq. S. 123.4 formerly read: 


123.4 Corporation surtax — There, shall be added to the tax 
otherwise payable under this Part for a taxation year by a cor- 
poration (other than a corporation that was throughout the 
year an. investment. corporation or.a non-resident-owned in- 
yestment corporation) an amount equal to that proportion of 
5% of the amount, if any, by which 


(a) the tax, otherwise payable under this Part by the. cor- 
poration for the year determined without reference to this 
section, sections 123.3, 123.5 and 126 (except for the 
purposes of section 125.1 and subsections 125(1) and~ 

“-(1.1)), subsections. 127(3), (5); (13), 127.2(1) and 
127.3(1) and as if subséction 124(1) were read without 
reference to the words “in a province’’ therein 


exceeds 


(b) in’ the case of a Canadian-controlled private 
corporation : 


(i) to which subsection 125(1) applies, the amount, if 
any, by which ; 


(A) 15% of the least of the amounts, if any, de- 
termined for the corporation for the year under 
paragraphs 125(1)(a) to (d) 


exceeds 


(B) the amount, if any, determined for the corpo- 
ration for the year under paragraph 125.1(1)(b), ~ 
or 


(ii) to which subsection 125(1.1) applies, the amount, 
if any, by which . 


(A). 231% of the lesser of the amounts, if any, 
determined for the corporation for the year under 
paragraphs 125(1.1)(a) and (b) 


exceeds 


(B) the lesser of the amount, if any, determined 
for the corporation for the year under’paragraph 
125.1(1)(a) and 6% of the lesser of the amounts, 
if any, determined for the corporation for the 
year under paragraphs 125(1.1)(a) and (b), 


(c) in the case of a,mutual fund corporation, the least of 
the amounts that would be determined under clauses 
131(6) (d)G)(A) to (C) in respect of the corporation for 
the year if this Act were read without reference to this 
section and sections 123.3 and 123.5, and 
(d) in any other case, nil 
that the number of days in that portion of the year that is after 
1981 and before 1983 is of the number of days in the year. 


Para. 123.4(a) substituted by 1984, c. ‘1, subsec. 67(1), to add 
“127.2(1) and 127.3(1)”, applicable to 1982 et seq. 


S. 123.4 added by 1980-81-82-83, c. 140, s. 85. 


123.5 [Repealed under former Act] 


S. 124(1) 


Pre-RSC History [s. 123.5]: S. 123.5 repealed by 1985, c. 45, s. 


69, applicable to 1985 et'seg. S..123.5 formerly read: 


123.5 Idem — There shall be added to the tax otherwise pay- 
able under this Part for a taxation year by a corporation (other 
than a corporation that was throughout the year an investment 
corporation or a non-resident-owned investment corporation) 
an amount:equal to that proportion of 2'/2% of the amount, if 
any, by which 
(a) the tax otherwise payable under this Part by the cor- 
poration for the year determined without reference to this 
section, sections 123.4 and 126. (except for the purposes 
of section 125.1 and subsections 125(1) and (1.1)), sub- 
sections 127(3), (5), (13), 127.2(1) and 127:3(1) and as if 
subsection 124(1) were read without reference to the 
words “‘in.a province” therein 
exceeds 


(b) in the case of a Canadian-controlled private 
corporation o 
(1) to which subsection 125(1) applies, the amount, if 
any, by which 
(A) 15% of the least of the amounts, if any, de- 
termined for the corporation for the year under 
paragraphs 125(1)(a) to (d) 
exceeds 
(B) the amount, if any, determined for the corpo- 
ration for the year under paragraph 125.1(1)(b), 
or 
(11) to which subsection 125(1.1) applies, the amount, 
if any, by which 
(A) 23'/3% of the lesser of the amounts, if any, 
determined for the corporation for the year under 
paragraphs 125(1.1)(a) and (b), 
exceeds 
(B) the lesser of the amount, if any, determined 
for the corporation for the year under paragraph 
125.1 (1)(a) and 6% of the lesser of the amounts, 
if any, determined for the corporation for the 
year under paragraphs 125(1.1)(a) and. (b), 
(c) in the case of a mutual fund corporation, the least of 
the amounts that would be determined under clauses 
131(6)(d)G)(A) to (C) in respect of the corporation for 
the year if this Act were read without reference to this 
section and section 123.4, and 
(d) in any other case, nil 
that the number of days in that portion of the year that is after 
1982 and before 1984 is of the number of days in the year. 
Para. 123.5(a) substituted by 1984, c. 1, subsec. 68(1), to add 
“127.2(1) and 127.3(1)”, applicable to 1983 ef seq. 


S. 123.5 added by 1980-81-82-83, c. 140, s. 85. 


124. (1) Deduction from corporation tax — 
There may be deducted?> from the tax otherwise 
payable by a corporation under this Part for a taxa- 
tion year an amount equal to 10% of the corpora- 
tion’s taxable income earned in the year in a 


province. 


Related Provisions: 117(1)— Tax payable under this Part; 
123.2(a) — 10% reduction applies for corporate surtax even if in- 
come not earned in a province; 133(4) — No deduction for non-res- 
ident-owned investment corporation. 


25Complementing the abatement allowed by subse¢: 124(1) are the income taxes imposed, at various rates, by all the provinces. See intro- 


ductory pages. 
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Pre-RSC History: Subsec. 124(1) amended to substitute “in a 
province” for “in a province other than the Yukon Territory’, by 
1980-81-82-83, c. 48, s, 69, applicable to 1980 et seq. 


Subsec. 124(1) amended to substitute “other than the Yukon Terri- 
tory” for “other than the Northwest Territories or the Yukon Terri- 
tory”, by 1977-78, c. 32, s..31, applicable to 1978 et seq. 


Interpretation Bulletins: IT-177R2: Permanent establishment of 
a corporation in a province and of a foreign enterprise in Canada; 
IT-347R2: Crown corporations; IT-393R2: Election re tax on rents 
and. timber royalties — non-residents. 


(2) [Repealed under former Act] 


Pre-RSC History: Subsec. 124(2) repealed by 1974-75-76, c. 71, 
s. 6, applicable to 1976 et seq. Subsec, 124(2) formerly read: 


(2) Idem — There may be deducted from the tax otherwise 
payable under this Part by a corporation for a taxation year an 
amount equal to 15% of the lesser of 


(a) its taxable production profits from mineral resources 
in Canada for the year; and 


(b) the amount, if any, by which its taxable income 
earned in the year exceeds the aggregate of 


-. (i) 4 times the amount, if any, deductible under sec- 
tion 125 from the tax for the year otherwise payable 
by it under this Part, and 


(ii) its Canadian investment income and its foreign 
investment income (within the meanings assigned by 
subsection 129(4)) for the year. 


All that portion of subsec. 124(2) preceding subpara. (b)(i) substi- 
tuted by 1974-75-76, c. 26, subsec. 79(1), applicable to taxation 
years ending after May 6, 1974. That portion formerly read: 


(2) There may be deducted from the tax otherwise payable 
under this Part by a corporation for a taxation year ending 
after 1976, an amount equal to 15% of the lesser of 


(a) its taxable production profits from mineral resources 
earned in the year in a province, and 


(b) the amount, if any, by which its taxable income 
earned in the year in a province exceeds the aggregate of 


(2.1), (2.2) [Repealed under former Act] 


Pre-RSC History: Subsecs. 124(2.1), (2.2) repealed by 1974-75- 
76, c. 71, s. 6, applicable to 1976 et seg. Subsecs. 124(2.1), (2.2) 
formerly read: 


(2.1) Idem — There may be deducted from the tax otherwise 
payable under this Part by a corporation for a taxation year an 
amount equal to 


(a) for its 1974 taxation year, 10%, 

(b) for its 1975 taxation year, 12%, and 

(c) for its 1976 and subsequent taxation years, 15% 
of the lesser of 


(d) its taxable production profits from oil and gas wells in 
Canada for the year, and 


(e) the amount, if any, by which the amount described in 

paragraph 124(2)(b) exceeds the amount described in 

paragraph 124(2)(a). 
(2.2) Calculation. of percentage for particular taxation 
year — For the purposes of subsection (2.1), where a corpo- 
ration has a taxation year (in this subsection referred to as 
“the particular taxation year”) part of which is before and part 
of which is after the commencement of the 1975 or 1976 cal- 
endar year (in this subsection referred to as “the particular 
calendar year”), the percentage referred to in subsection (2.1) 
for the particular taxation year shall be the percentage equal 
to the aggregate of 


(a) that proportion of the percentage so referred to for the 
particular taxation year that the number of days in that 
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portion of the particular taxation year that is in the partic- 
ular calendar year is of the number of days after May 6, 
1974 in the particular taxation year, and 


(b) that proportion of the percentage so referred to for the 
taxation year immediately preceding the particular taxa- 
tion year that the number of days after May 6, 1974 in 
that portion of the particular taxation year that is in the 
calendar year immediately preceding the particular calen- 
dar year is of the number of days after May 6, 1974 in the 
particular taxation year. 


Subsecs. 124(2.1), (2.2) added by 1974-75-76, c. 26, subsec. 79(2), 
applicable to taxation years ending after May 6, 1974. 


(3) Crown agents — Notwithstanding subsection 
(1), no deduction may be made under this section 
from the tax otherwise payable under this Part for a 
taxation year by a corporation in respect of any taxa- 
ble income of the corporation for the year that is not, 
because of an Act of Parliament, subject to tax under 
this Part or by a prescribed federal Crown corpora- 
tion that is an agent of Her Majesty: 


Related Provisions: 27 — Prescribed federal Crown corpora- 
tions are subject to Part I tax; 149(6) — Apportionment rule. 


History: Subsec. 124(3) amended by 1994, c. 7, Sch. VIII (1993, c. 
24), s. 62, applicable to 1992 et seg. Subsec. (3) formerly read: 


(3), Crown agents — No deduction may be made under this 
section from the tax otherwise payable under this Part for a 
taxation year by a prescribed federal Crown corporation that 
is an agent of Her Majesty. 
Pre-RSC History: Subsec. 124(3) amended by 1984, c. 31, Sched- 
ule II, proclaimed in force September 1, 1984, to substitute “a pre- 
scribed federal Crown corporation” for “a corporation specified in 
Schedule D to the Financial Administration Act’. 


Regulations: 7100 (prescribed federal Crown corporation). 
Interpretation Bulletins: IT-347R2: Crown corporations. 


(4) Definitions — In this section, 


“province” includes the Newfoundland offshore 
area and the Nova Scotia offshore area; 


Pre-RSC History: The definition “province” was para. 124(4)(b). 


Para. 124(4)(b) amended to add “and the Nova Scotia offshore area” 
by 1988, c. 28, s. 251, applicable to taxation years commencing af- 
ter December 22, 1989. 


Para. 124(4)(b) added by 1987, c. 3, s. 234, applicable (by 1991, c. 
49, s. 237) to taxation years commencing after’ April 4, 1987. 


Former para. 124(4)(b) repealed by 1974-75-76, c. 26, subsec. 
79(3), applicable to taxation years ending after May 6, 1974. Para. 
124(4)(b) formerly read: 


(b) “taxable production profits from mineral resources 
earned in the year in a province” — “taxable production 
profits from mineral resources earned in the year in a prov- 
ince” means the amount determined under rules prescribed 
for the purpose by regulations made on the recommendation 
of the Minister of Finance. 


Interpretation Act: R.S.C. 1985, c. I-21, subsec. 35(1): 


“province” means a province of Canada, and includes the Yu- 
kon Territory and the Northwest Territories; 


Regulations: 400-413 (taxable income earned in the year in a 
province). 


“taxable income earned in the year in a province” 
means the amount determined under rules prescribed 
for the purpose by regulations made on the recom- 
mendation of the Minister of Finance. 
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Pre-RSC History: The definition “taxable income earned...” was 
para. 124(4)(a). 


Regulations: 400-413 (taxable income earned in the year in a 
province). ; 


Definitions [s. 124]: “amount” — 248(1); “corporation” — 
248(1), Interpretation Act 35(1); “mineral resource”, “Newfound- 
land offshore area”, “Nova.Scotia offshore area’ — 248(1); “prov- 
ince” — 124(4), Interpretation Act 35(1); “taxable income’ — 2(2), 
248(1); “taxable income earned in the year in a province” — 
124(4); “taxation year” — 249. 


124.1 [Repealed under former Act] 


Pre-RSC History: S. 124.1 repealed by 1974-75-76, c. 71,'s. 7, 
applicable to 1976 et seq. (see also “transitional rule” under history 
to s. 124.2). S..124.1 formerly read: iepriculd 


124.1 (1) “Taxable production profits from a mineral 
resource in Canada” defined — For the purposes of this 
Part, “taxable production profits’ from mineral resources’ in 
Canada” of a corporation for a taxation year means the 
amount, if any, by which the aggregate of 


(a) where the corporation has production from a mineral 
resource in Canada operated by it, the amount, if any, i1n- 
cluded in computing its income for the year by virtue of 
subsection 59(2.1) and paragraphs 59(3.2)(b) and (c), less 
any deduction allowed in computing its income by virtue 
of subsection 64(1.1), and 


(b) the amount, if any, of the aggregate of its incomes for 
the year from 


(i) the production in Canada of 


(A) petroleum, natural gas or related hydrocar- 
bons, or 


(B) metals or minerals to any stage that is not 
beyond the prime metal stage or its equivalent, 


from mineral resources in Canada operated by it, 


(ii) the processing in Canada of ores from mineral 
resources 1n Canada not operated by it to any stage 
that is not beyond the prime metal stage or its 
equivalent, and 


(iii) a rental or royalty, the amount of which is com- 
puted by reference to the amount or value of produc- 
tion from a mineral resource in Canada, 


exceeds 


(c) the aggregate of its losses for the year from those 
sources, computed in accordance with this Act, on the as- 
sumption that it had during the taxation year no incomes 
or losses except from those sources and-was allowed no 
deductions in computing its income for the taxation year 
other than 


(i) amounts deductible under any of section 66 (other 
than amounts in respect of foreign exploration and 
development expenses as defined therein) and sub- 
sections 17(2) and (6) and section:.29 of the Income 
Tax Application Rules, 1971 where the corporation 
_ has no taxable production profits from oil or gas 
wells in Canada and, in any other case, such propor- 
tion of those amounts as may reasonably be regarded 
as wholly applicable to mineral resources in Canada, 


(ii) the amount, if any, by which the aggregate of the 
losses referred to in paragraph 124.2(1)(c) exceeds 
the aggregate of the incomes referred to in 
paragraphs 124.2(1)(a) and (b), 

(iii) such part of the aggregate of amounts deducted 
under section 65 for the year as is in respect of 


sources of income described in any of subparagraphs 
(b)(G@), (ii) and (aii), 


S. 124.1 


(iv) where no amount is deducted pursuant to subpar- 
agraph 124:2(1)(c)(iv) in computing its taxable pro- 
duction profits from oil or gas wells in Canada for 
the year, the amounts deductible or deducted,. as the 
case may, be, under. subsection 66.1(2). or (3). and 
subsection 66.2(2) for the year, and 


(v) such other deductions as may reasonably be re-: 
garded as applicable to the sources of income de+ 
scribed in any of subparagraphs (b)(i), ii) and (iii). 


(2) Person having interest deemed to be an operator — 

For the purposes of this section, a person who has an interest 

in the proceeds of production from a mineral resource in Can- 

ada under an agreement providing that he’ is to share in the 

profits remaining after deducting the operating costs of the 

mineral resource shall be deemed to be.a person who operates | 
the mineral resource. 


(3) Income or loss —jIncome or loss from a source de- 
,Scribed in paragraph (1)(b) does not include income or loss 
derived from transporting or processing petroleum, natural 

gas or related hydrocarbons. 


S. 124:1 added. by. 1974-75-76, c. 26, subsec. 80(1), applicable to 
taxation years ending after May 6, 1974.and, where a corporation 
has a taxation year part of. which is before May 7, 1974 and part of 
which is after May 6, 1974, in computing its taxable production 
profits from mineral resources in Canada for the year, the following 
rules apply: 2 | 


(a) determine the portion of the amount that would be computed 
under subsection’ 124.1(1) if no amounts were deducted in com- 
puting that amount under paragraph 20(1)(a) or section 65 or 66 
(other than amounts in respect of foreign exploration and devel- 
opment expenses as defined therein) or section ‘66.1 or 66.2 or 
under subsection 17(2) or (6) or section 29 of the Income Tax 
Application Rules, 1971, that may reasonably, be regarded as 
having been earned before May 7, 1974, 


(b) determine the proportion of that part of the amount deducti- 
ble under paragraph 20(1)(a) for the taxation year that may rea- 
sonably be regarded as having been deducted in respect of prop- 
erty acquired for the purpose of earning income from the 
sources referred to in paragraphs 124.1(1)(a) and (b) that the 
number of days in that portion of the taxation year that is before 
May 7, 1974 is of the number of days in the taxation year, 


(c) determine the amount deductible under section 66 or under 
subsection 17(2) or (6) or section 29 of the Income Tax Appli- 
cation Rules, 1971 for the taxation year in respect of Canadian 
exploration and development expenses that may reasonably be 

‘régarded as wholly applicable to income from sourcés referred 
to in paragraph 124.1(1)(b), 


(d) determine the amount, if any, by which the amount deter- 
mined under paragraph (c) exceeds the amount by which the 
amount determined under paragraph (a) exceeds the amount de- 
termined under paragraph (b), 


(e) determine the portion of the amount that would be computed 
under subsection 124.1(1) for the taxation year if no amounts 
were deducted in,computing that amount under paragraph 
20(1)(a) or section 65, 66 (other than amounts in respect of for- 
eign exploration and development expenses. as defined therein), 
66.1 or 66.2 or under subsection 17(2) or. (6) or section 29 of 
the Income Tax Application Rules, 1971 and that may reasona- 
bly be regarded as having been earned after May 6, 1974, 


(f) determine the proportion of the part described in paragraph 
(b) that the number of days in that portion of the taxation year 

_ that is after May 6, 1974 is of the number of days in the taxa- 
tion year, 


(g) determine the amount deductible under subparagraph 
124.1(1)(c)(iv) for the‘ taxation year, 
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(h) determine the amount by which the amount described in 
paragraph (e) exceeds the aggregate of the amounts described in 
paragraphs (d), (f) and (g), and 


(i) determine the amount deductible under section 65 of the said 
Act with respect to the amount determined in paragraph (h), 


and the corporation’s taxable production profits from mineral re- 
sources in Canada for that corporation’s taxation year part of which 
is before May 7, 1974 and part of which is after May 6, 1974 is the 
amount by which the amount determined under paragraph (h) ex- 
ceeds the amount determined under paragraph (i). 


Selected Cases [s. 124.1]: Echo Bay Mines Ltd. v. Canada, 
[1992] 2 C.T.C. 182 (FCTD) (Gains from settlement. of forward 
sales contracts for silver were “resource profits’). 


(v) such other deductions as may reasonably be:re- 
garded as applicable to the sources of income de- 
scribed in subparagraphs (b)(i) and (ii). 


(2) Person having an interest deemed to be an opera- 
tor — For the purposes of this section, a person who has an 
interest in the proceeds of production from an oil or gas well 
in Canada under an agreement providing that he is to share in 
the profits remaining after deducting the operating costs of 
the oil or gas well shall be deemed to be a person who oper- 
ates the oil or gas well. 


(3) Income or loss — Income or loss from the production in 
Canada of petroleum, natural gas or related hydrocarbons 
from an oil or gas well does not include income ‘or loss de- 
rived from transporting or processing petroleum, natural gas ~ 
or related hydrocarbons. 


124.2 [Repealed under former Act] | Transitional rule: 1974-75-76, c: 71, s: 8, as amended by 1980- 
Pre-RSC History: S. 124.2 repealed by 1974-75-76, c. 71, s. 7, 81-82-83, c. 47, s. 42 (deemed in 1 force December 2, 1975), provides 
applicable to 1976 et seq. S. 124:2 formerly read: as follows: 


124.2 (1) “Taxable production profits from oil or gas wells 
in Canada” defined — For the purposes of this Part, “taxa- 
ble production profits from oil or gas wells in Canada” of a 
corporation for a taxation year means the amount, if any, by 
which the aggregate of 


(a) where no amount is included in computing the taxable 
production profits from mineral resources in Canada of 
the corporation by virtue of paragraph 124.1(1)(a) and 
the corporation has production from an oil or gas well in 
Canada operated by it, the amount, if any, included in 
computing its income for the year by virtue of subsection 
59(2.1) and. paragraphs 59(3.2)(b) and (c), less any de- 
duction allowed in computing its income by virtue of 
subsection 64(1.1), and 


(b) the amount if any, of the aggregate of its incomes for 
the year from 


(i) the production of petroleum, natural gas or related 
hydrocarbons from oil or gas wells in Canada oper- 
ated by it, and 


(41) rentals or royalties, the amounts of which are 
computed by reference to the amount or value of pro- 
duction from oil or gas wells in Canada, 


exceeds 


(c) the aggregate of its losses for the year from. those 
sources, computed in accordance with this Act, on the as- 
sumption that it had during the taxation year no incomes 
or losses except from those sources, and was allowed no 
deductions in computing its income for the taxation year 
other than 


(i) amounts deductible under any of section 66 (other 
than amounts in respect of foreign exploration and 
development expenses as defined therein) and sub- 
sections 17(2) and (6) and section 29 of the Income 
Tax Application Rules, 1971 to the extent that those 
amounts are not deductible pursuant to sHppasaaraph 
124.1(1)(c)(i), 


(1i) the amount, if any, by which the aggregate of the 
losses referred to in paragraph 124.1(1)(c) exceeds 
the aggregate of the incomes referred to in 
paragraphs 124.1(1)(a) and (b), 


(iii) such part of the aggregate of amounts deducted 
under section 65 for the year as is in respect of 
sources of income described in subparagraphs (b)(i) 
and (i1), 


(iv) where the corporation has production from oil or 
gas wells in Canada operated by it, the amounts de- 
ductible or deducted, as the case may be, under sub- 
section 66.1(2) or (3) and 66.2(2) for the year, and 
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8. Where a corporation that would have taxable production 
profits from oil or gas wells in Canada within the meaning of 
section 124.2 of the said Act or taxable production profits 
from a mineral resource in Canada within the meaning of sec- 
tion 124.1 of the said Act for the year if the Act read as it 
read in its application to the 1975 taxation year has a taxation 
year. part of which is before 1976 and part of which is after 
1975, the following rules apply: 


(a) determine 


(i) the taxable income of the corporation for oe year, 
and i 


(ii) the tax that would otherwise be payable under 
Part I of the said Act by the corporation for the year 


as if the said Act read as it read in its application to the 
1975 taxation year, without reference to section 126 or 
subsection 127(5) thereof and without. reference to this 
section, 


(b) determine the proportion of the amount determined 
under subparagraph (a)(ii) that the number of days in the 
taxation year before 1976 is of the number of days in the 
taxation year, 


(c) determine 


(i) the taxable income of the corporation for the year, 
and 


(ii) the tax would otherwise be payable under. Part I 
of the said Act by the corporation for the year 


as if the said Act read as it read in its application to the 
1976 and subsequent taxation years, without reference to 
section 126 or subsection 127(5) thereof and without ref- 
erence to this section, 


(d) determine the proportion of the amount determined 
under subparagraph (c)(ii) that the number of days in the 
taxation year after 1975 is of the number of iflays in the 
taxation year, 


(e) determine the aggregate of the amounts that would be 
deductible from the tax for the year otherwise payable 
under Part I of the said Act by the corporation, under sec- 
tion 126 of the said Act read without reference to para- 
graph (7)(d) thereof, as if the said tax otherwise payable 
by it were equal to the aggregate of the amounts deter- 
mined under paragraphs (b) and (d) and-any amount so 
determined under subsection 126(2) of the said Act shall 
be deemed, for the purposes of paragraph 126(7)(b) of 
the said Act, to be the amount deducted under subsection 
126(2) for the year, 


(f) determine the amount that would be deductible by the 
corporation for the year under subsection. 127(5) of the 
said Act from the tax for the year otherwise payable 
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under Part I of the said Act by it as if the said tax payable 
were the amount by which 


(i) the aggregate: of -all amounts: determined under 
paragraphs (b) and (d) 


exceeds 
(ii) the aggregate determined under paragraph (e) 


and the amount so determined is the amount deducted 
under subsection 127(5) of the said Act for the year, 


(g) the tax payable for the year under Part I of the said 
Act by the corporation is the amount by which 


(i) the aggregate of all amounts, determined under 
paragraphs. (b) and (d) 


exceeds 


(11) the aggregate of the amounts determined under 
paragraphs (e) and (f), 


(h) the taxable income or taxable income earned in Can- 
~ ada, as the case may be, of the corporation for the year is 
the aggregate of 


(i) the proportion of the amount determined under 
subparagraph (a)(i) that the number of days in the 
taxation year before 1976 is of the number of days in 
the taxation year, and 


(11) the proportion of the amount determined under 
subparagraph (c)(i) that the number of days in the 
taxation year after 1975 is of the number of days in 
the taxation year, and 


(i) the amount deducted or deductible, as the case may 
be, for the taxation year under paragraph 20(1)(a) or (b), 
section 65 or 66 or subsection 66.1(2) or (3) or 66.2(2) of 
the said Act is the aggregate of 


(1) the proportion of the amounts deducted or deduct- 
ible by virtue’ of those provisions in the determina- 
tion of taxable income under paragraph (a) that the 
number of days in the taxation year before 1976 is of 
the number of days in the taxation year, and 


(11) the proportion of the amounts deducted or de- 
ductible by virtue of those provisions in the determi- 
nation of taxable income under paragraph (c) that the 
number of days in the taxation year after 1975 is of 
the number of days in the taxation year. 


S. 124.2 added by 1974-75-76, c. 26, subsec. 80(1), applicable to 
taxation years ending after May 6, 1974, and where a corporation 


has a taxation year part of which is before May 7, 1974 and part of | 


which is after May 6, 1974, in computing its taxable production 
profits from oil or gas wells in Canada for the year, the following 
rules apply: 


(a) determine the portion of the amount that would be computed 
under subsection 124.2(1) if no amounts were deducted in com- 
puting that amount under paragraph 20(1)(a) or section 65 or 66 
(other than amounts in respect of foreign exploration and devel- 
opment expenses as defined therein) or section 66.1 or 66.2 or 


under subsection 17(2) or (6) or section 29 of the Income Tax | 


Application Rules, 1971, and that may reasonably be regarded 
as having been earned before May 7, 1974, 


(b) determine the proportion of that part of the amount deducti- 
ble under paragraph 20(1)(a) for the taxation year that may rea- 
sonably be regarded as having been deducted in respect of prop- 
erty acquired for the purpose of earning income from sources 
referred to in paragraph 124.2(1)(b) from the production in 


Canada of petroleum, natural gas or related hydrocarbons that | 


the number of days in that portion. of the taxation year that is 
before May 7, 1974 is of the number of days in the taxation 
year, 

(c) determine the amount deductible under sectton 66 or under 
subsection 17(2) or (6) or section 29 of the Income Tax Appli- 


S. 125(1)(a)(iv) 


cation Rules, 1971] in respect of Canadian exploration and de- 
velopment expenses that may not reasonably be regarded as be- 
ing wholly applicable to sources referred to in paragraph 
124.1(1)(b) to the extent that they are not allowed as a deduc- 
tion under subparagraph 124.1(1)(c)(), 


(d) determine the amount, if any, by which the amount deter- 

mined under paragraph (c) exceeds the amount by which the 

amount determined under paragraph (a) exceeds the amount de- 
_ termined under paragraph (b), 


(e) determine the portion of the amount that would be computed 
under subsection 124.2(1) if no amounts were deducted in com- 
puting the amount under paragraph 20(1)(a) or section 65, 66, 
66.1 or 66.2 or under subsection 17(2) or (6). or section 29 of 
the Income Tax Application Rules, 1971 and that may reasona- 
bly be. regarded as having been earned after May 6, 1974, 


(f) determine the proportion of the part described in paragraph 

(b) that the number of days in that portion of the taxation year 

that is after May 6, 1974 is of the number of days in the taxa- 
‘tion year, 


_(g) determine the amount deductible under subparagraph 
124.2(1)(c)(v), 


(h) determine the amount by which the amount described in 
paragraph (e) exceeds the aggregate of the amounts described in 
paragraphs (d), (f) and (g), and 


~* (i) determine the amount deductible under section 65 of the said 
Act with respect to the amount determined in paragraph (h), 


and the corporation’s taxable production profits from oil or gas 
wells in Canada for that corporation’s taxation year part of which is 
before May 7, 1974 and part of which. is after May 6, 1974 is the 
amount by which the amount determined under paragraph (h) ex- 
ceeds the amount determined under paragraph (1). 


Selected Cases [s. 124.2]: Echo Bay. Mines Ltd. v. Canada, 
[1992] 2 C.T.C, 182 (FCTD) (Gains from. settlement of forward 
sales contracts for silver were, “resource profits”). 


125. (1) Small business deduction — There 
may be deducted from the tax otherwise payable 
under this Part for a taxation year by a corporation 
that was, throughout the year, a Canadian-controlled 
private corporation, an amount equal to 16% of the 
least of 


(a) the amount, if any, by which the total of 


(i) the total of all amounts each of which is the 
income of the corporation for the year from an 
active business carried on in Canada (other 
than the income of the corporation for the year 
from a business carried on by it as a member 
of a partnership), and 


(11) the specified partnership income of the 
corporation for the year 


exceeds the total of 


(iti) the total of all amounts each of which is a 
loss.of the corporation for the year from an 
active business carried on in Canada (other 
than a loss of the corporation for the year 
from a business carried on by it as a member 
of a partnership), and 


(iv) the specified partnership loss of the cor- 
poration for the year, 
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(b) the amount, if any, by which the corporation’s 
taxable income for the year exceeds the total of 


(i) '% of the total of the amounts that would 
be deductible under subsection’ 126(1) from 
the tax for the year, otherwise payable under 
this Part by it if those, amounts. were. deter- 
mined without reference to section 123.3, 


(ii) '/s of the total of amounts deducted under 
subsection 126(2) from the tax’ for the year 
otherwise payable by it under this Part, and 


(iii) the amount, if any, of the corporation’s 
taxable income for the year that is not, be- 
cause of an Act of Parliament, subject to tax 
under this Part,,.and 


(c) the corporation’s business limit for the year. 


Related Provisions: 123.2(a) — Corporate surtax applies to total 
tax before claiming small business deduction; 125(2)—(5) — Re- 
striction of deduction to $200,000 of active business income ; 

125(5.1) — Elimination of small: business deduction for large cor- 
porations; 137(3), (4) — Credit unions — small business deduction. 


History: The opening words of subsec. 125(1) amended by 1998, c. | 


19, subsec. 145(1), applicable to taxation years that end aftér June 
1988, except that there shall be added to the amount otherwise de- 
termined under subsec. 125(1), as amended, in respect of a corpora- 
tion’s taxation year that began before July 1988 and ended after 
June 1988, that proportion of 5% of the least of the amounts deter- 
mined under paras. 125(1)(a) to (c) in respect of the corporation for 
the year that the number of days in the year that are before July 
1988 is of the number of days' in the year. ~ opening words for- 
merly read: 


125 (1) There may be deducted from’ the tax“otherwise paya-“ 
ble under this Part for a taxation year by a corporation that 
was, throughout a taxation year, a Canadian-controlled pri- 
vate corporation, an amount equal to 16% of the least of 


1998, c. 19, subsec. 304(1), repealed: subsecs:- 102(1) and (5). of 
1988, c. 55 (which amended that portion of subsec.,.125(1) preced- 
ing para, (a)), deemed to have come into force on: September 13, 
1988. (The repeal of those subsecs. is: strictly consequential on the 
amendment to 125(1) in subsec. 145(1) of the said c. 19 (see 
above).) 


Subpara. 125(1)(b)(i) amended by 1996, c. 21, subsec. 26(1), appli- 
cable to taxation years that end after June 1995. Subpara. (i) for- 
merly read: 


(i) '/s of the total of amounts deducted under subsection 
126(1) from the tax for the year otherwise panels Dy it under 
this Part, 


Subpara. 125(1)(b)(iii). added by 1994, c. 7, Sch. VIII (1993, c. 24), 
subsec. 63(1), applicable to 1992 et seq. 


Pre-RSC History: That portion of subsec. 125(1) preceding para. 
(a) amended by 1988, c. 55, subsec. 102(1); to substitute “through- 
out a taxation year” for “throughout the year” and “16%”. for “21%” 
applicable to taxation years ending after June 1988, except that 
there shall be added to the amount otherwise determined under sub- 
sec. 125(1), in respect of a taxation year of a corporation commenc- 
ing before July 1988 and ending after June 1988, that proportion of 
5% of the least of the amounts determined under paras. 125(1)(a) to 
(c) in respect of the corporation for the year that the number of days 
in the year that are before July 1988 is of the number of days in the 
year. 


Subpara. 125(1)(b)(i) substituted and» subpara: 125(1)(b)(ii) 
amended to substitute “!/ of the aggregate” for “2 times the aggre- 
gate”, by 1988, c. 55, subsec. 102(2), applicable to taxation years 
ending after June 1987, except that in its\ application to taxation 


Income Tax Act, Part I, Div. E \ 


years ending after June 1987 and commencing before July 1988, 
subparas. 125(1)(b)(i) and (ii) shall be read as follows: 


(i): '% of the aggregate of amounts that would be deductible 
under subsection 126(1) from the:tax forthe year otherwise 
payable by it under this Part if the amount determined under 
subparagraph 126(7)(d)(@i) were determined without reference 
to subparagraph 123(1)(a)(iv), and 


(ii) 2 times the aggregate of amounts deducted under subsec- 
tion 126(2) from the tax for the a otherwise payable by it 
under this Part, and 


Sea 125(1)(b)G) formerly read: 


(i) % of the aggregate of amounts that would be deductible 
under subsection 126(1) from the tax for the year otherwise 
payable by it under this Part if the amount determined under 
subparagraph 126(7)(d)(i) were determined without reference 
to paragraph 123(1)(c), and 


Subpara. 125(1)(b)(i) substituted by 1986, c. 55, subsec. 45(2), ap- 
plicable to taxation years ending after June 1987. Subpara. 
125(1)(b)G) formerly read: 


(i) '% of the aggregate of amounts deducted under subsection 
126(1) from the tax for the year otherwise payable by it under 
this. Part, and 


Subsec. 125(1) substituted by 1984, c. 45, s..40, applicable to 1985 
et seq. Subsec. 125(1) formerly read: | 


(1) Small business deduction — There may be deducted 
from the tax otherwise payable under this Part for a taxation 
year by a corporation (other than a corporation that carried on 
a non-qualifying business in Canada in the year) that was, - 
throughout the year, a Canadian-controlled private corpora- 
tion, an amount equal to 21% of the least of 


(a) the amount, if any, by which the aggregate of 


(i) the aggregate of all.amounts each of which is the 
income of the corporation for the year from an active 
business: carried on in Canada other than the income 
of the corporation from a business carried on by it as 
a member of a partnership, 


(ii) the aggregate of all amounts each of which is an 
~ amount.in respect of a partnership of which the cor- 
poration was a member (other than a partnership to 
which it was joined in the year) equal to the lesser of 


(A) for each fiscal period of the partnership coin- 

ciding with or ending in the’ year, the corpora- 

tion’s income from an active business carried on 

in Canada by’ it as a member of the partnership, 
» and 


(B) the specified limit of the corporation for the 
year in respect of the partnership, and 


(iii) the aggregate of all amounts each of which is an 
amount in respect of a group of connected partner- 
ships to which the corporation was joined i in the year 
equal to the lesser of 


(A). the amount, if any, by which 


(I) the aggregate of all amounts each. of 
which is an amount in respect ofa, partner- 
ship in the group for a fiscal. period. of, the 
. partnership coinciding with or ending in the 
year, equal to the corporation’s income from 
an active business carried on in Canada by it 
as a member of the partnership 


‘exceeds 


(II) the aggregate of all amounts each of 
which is an amount in respect of a partner- 
ship in the group for a fiscal period of the 
partnership coinciding with or ending in the 
year, equal to the corporation’s loss from an 
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active business carried on in Canada by it as 
a member of the partnership, and 


(B) the specified limit of the corporation for the 
“year in respect of the group.of connected 
partnerships 


exceeds the aggregate of 


(iv) the aggregate of all amounts each of which is a 
loss of the corporation for the year from an active 
business carried on in Canada (other than a loss from 
a business carried on by it as a member of a partner- 
ship to which it was joined in the year), and 


(v) the aggregate of all amounts each of which is an 
amount in respect of a group of connected partner- 
ships to which the corporation was joined in the year 
equal to the amount, if any, by which the amount de- 
termined in respect of the corporation for the year 
under subclause (i1i)(A)(I]) exceeds the amount de- 
termined in respect of the corporation for the year 
under subclause (iii)(A)(D); 


(b) the amount, if any, by which the corporation’s taxable 
income for the year exceeds the aggregate of 


(i) '%4 of the aggregate of amounts deducted under 
subsection 126(1) from the tax for the' year otherwise 
payable by it under this Part, and 


(i1) 2 times the aggregate of amounts deducted under 
subsection 126(2) from the tax for the year otherwise 
payable by it under this Part, 


(c) the corporation’s business limit for the year, and 


(d) the amount, if any, by which the corporation’s total 
business limit for the year exceeds its cumulative deduc- 
‘tion account at the end of the immediately preceding tax- 
ation year. 


Para. 125(1)(a) substituted by 1980-81-82-83, c. 48, subsec. 70(1), 
applicable with respect to fiscal periods of partnerships commenc- 
ing after December 11, 1979. Para. 125(1)(a) maid read: 


(a) the amount, if any, by which 


(i) the aggregate of all amounts each of which is the in- 
come of the corporation for the year from an active busi- 
“ness carried on in Canada, 


exceeds 


(11) the aggregate of all amounts each of which is a loss 
of the corporation for the year from an active business 
carried on in Canada, 


That portion of subsec. 125(1) preceding para. (a) substituted, and 
that portion of subsec. 125(1) following para. (d) repealed by 1979, 
c. 5, subsecs. 38(1), (2), applicable, as to the substituted portion, to 
taxation years commencing after 1979 in respect of corporations in 
existence on October 23, 1979 and to taxation years commencing 
after October 23, 1979 in any other case. The portion preceding 
para. (a) formerly read: 


125. (1) There may be deducted from the tax otherwise paya- 
ble under this Part for a taxation year by a corporation that 
was, throughout the year, a Canadian-controlled private cor- 
poration, an amount equal to 25% of the least of 


The portion following para. (d) formerly read: 


except that in applying. this section. for a taxation year after 
the 1972 taxation year, the reference in this subsection to 
“25%” shall be read as a reference to “24%” for the 1973 
taxation year, “23%” for the 1974 taxation year, “22%” for 
the 1975 taxation year, and “21%” for the 1976 and subse- 
quent taxation years 


Selected Cases [subsec. 125(1)]: Protos Shipping Ltd. v. Can- 
ada, [1989] 1 C.T.C. 1 (FCTD) (Capital dividend account calcula- 
ble for years before taxpayer becomes Canadian-controlled private 
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corporation); Freeway. Properties Inc. v. The Queen, [1985] 1 
C.T.C., 222 (FCTD) (Profit:from land trading active business 
income); Morbane Developments Ltd. v. MNR, [1983] C.T.C. 338 
(FCA) (Compensation for expropriation active business income, not 
Canadian investment income); The Queen v. B & J Music Ltd., 
[1983] C.T.C. 50 (FCA); leave to appeal to SCC refused (1983), 50 
NR 159 (note) (Capital dividend account calculable for years before 
taxpayer becomes Canadian-controlled private corporation); The 
Queen v. Cadboro Bay Holdings Ltd., {1977} C.T.C. 186 (FCTD) 
(Rental income from shopping centre active business income); ESG 
Holdings Ltd. v. The Queen, [1976] C.T.C..295 (FCA) (Income 
from business carried on by independent agent for taxpayer active 
business income); The Queen v. Rockmore Investments Ltd., [1976] 
C.T.C, 291 (FCA) (Whether business active is question of fact). 


Interpretation Bulletins: IT-362R: Patronage dividends; IT- 
458R: Canadian-controlled private corporation. See also list at end 
of sz125, 


Information Circulars: 88-2, para. 11: General anti-avoidance 
rulé — section 245 of the Income Tax Act. 


Forms: T2S(7): Calculation of aggregate investment income and 
active business income;°T2S(7)(A): Income from corporate partner- 
ships; T549: New Brunswick small business corporate tax reduc- 
tion; T700: Saskatchewan corporate tax reduction for new small 
businesses; T701: Nova Scotia corporate tax reduction for new 
small businesses; T708: Prince Edward Island small business de- 
duction; T745 — Newfoundland corporate tax reduction for new 
small businesses; T1001: Northwest Territories small business 
deduction. 


(1.1) [Repealed under former Act] 


Pre-RSC History: Subsec. 125(1.1) repealed by 1984, c. 45, s. 40, 
applicable to 1985 et seg. Subsec. (1.1) formerly read: 


(1.1) Idem — There may be deducted from the tax otherwise 
payable under this Part for a taxation year by a corporation 
that was, throughout the year, a Canadian-controlled private 
corporation and that carried on a non-qualifying business in 
Canada in the year, an amount equal to 127/% of the lesser of 


(a) the amount, if any, by which the aggregate of 


(i) the aggregate of all amounts each of which is the 
income of the corporation for the year from a busi- 
ness carried on in Canada that is an active business 
or a non-qualifying business other than the income of 
the corporation from a business carried on by it as a 
member of a partnership, 


(ii) the aggregate of all amounts each of which is an 
amount in respect of a partnership of which the cor- 
poration was a member (other than a partnership to 
which it was joined in the year) equal to the lesser of 


(A) for each fiscal period of the partnership coin- 
ciding with or ending in the year, the corpora- 
tion’s income from an active business or a non- 
qualifying business carried on in Canada by it as 
a member of the partnership, and 


(B) the specified limit of the corporation for the 
year in respect of the partnership, and 


(ili) the aggregate of all amounts each of which is an 
amount in respect of a group of connected partner- 
ships to which the corporation was joined in the year 
equal to the lesser of 


(A) the amount, if any, by which 


(I) the aggregate of all amounts each of 
which is an amount in respect of a partner- 
ship in the group for a fiscal period of the 
partnership coinciding with or ending in the 
year, equal to the corporation’s income from 
a business that is an active business or a 
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non-qualifying business carried on in Can- 
ada by it as a member of the partnership 


exceeds 


(II) the aggregate of all amounts ‘cant s 
which is an amount in respect of a partner- 

_ ship in the group for a fiscal period: of the 
partnership coinciding with or ending in the 
year, equal to the corporation’s loss) from.a 
business that isan active business or a non- » 
qualifying business carried on in Canada by 
it as a member of the partnership, and 


(B) the specified limit of the corporation. for the 
year in respect of the group of connected 
partnerships : 


exceeds the aggregate of © 


(iv) the aggregate of all amounts each of which is a 
loss of the corporation for the year from a business 
that is an active business or a non-qualifying busi- 
ness ‘carried on in' Canada (other than a.loss froma 
business carried on by it as a member of a partner- 
ship to which it was joined in the year), and 


(v) the aggregate of all amounts each of which is an. 
amount in respect of a group of connected partner- 


ships to which the corporation was joined in the year _ 


equal to the amount, if any, by which the amount de- 
termined in respect of the corporation for the year 
under subclause (iii)(A)(II) exceeds the amount de- 
termined in respect of the corporation for the year | 
under subclause (iii)(A)(I); and 


(b) the least of the amounts that would’ be determined 
under paragraphs (1)(b), (c) and (d) in respect of the cor- 
poration for the year if subsection (1) applied to-the cor- 
poration in respect of the year. 


Para, 125(1.1)(a) substituted by. 1980-81-82-83, c. 48, subsec..70(2), 
applicable with respect to fiscal periods. of partnerships commenc- 
ing after December 11, 1979. Para. 125(1.1)(a) formerly read: 


(a) the amount, if any, by which 


(i) the aggregate of all amounts each of which is the in- 
come of the corporation for the year from a business car- 
ried on in Canada that is an-active business, or a non-qual- 
ifying business, 


exceeds 


(ii) the aggregate of all amounts each of which is a loss 
of the corporation for the year from'a business carried on 
in Canada that is an active business or a non-qualifying 
business; and 


Subsec. 125(1.1) added by 1979, c. 5, subsec. 38(3), applicable to 
taxation years commencing after 1979 in respect of corporations in 
existence on October 23, 1979, and to taxation years commencing 
after October 23, 1979 in any other case. 


Selected Cases [subsec. 125(1.1)]: Hawboldt Hydraulics 
(Canada) Inc. Estate (Trustee of) v. Canada, [1992] 2 C.T.C. 363 
(FCTD) (Particular equipment used by taxpayer primarily in manu- 
facturing or processing of goods for sale or lease); Qit-Fer et Titane 
Inc. v.. Canada, [1996] 2.C:T.C. 30 (FCA) (Manufacturing and 
processing deduction not allowed in respect of mining activities; 
gerund and infinitive forms of verbs have same meaning); Rolls 
Royce (Canada) Ltd. y. Canada, [1991] 2 C.T.C. 252 (FCTD); aff’d 
[1993] 1 C.T.C. 272, 93 DTC 5031 (FCA) (Overhauling of aircraft 
engines not manufacturing or processing); International Mercantile 
Factors Ltd. v: Canada, [1990] 2.C.T.C. 137 (FCTD); aff’d [unre- 
ported] (Dec. 15, 1992), File A+520/522/524/525-90 (FCA) (Tax- 
payer not Canadian-controlled private corporation where nominees 
of two public companies holding 50% of shares have majority on 
board). 
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(2) Interpretation of “business limit” — For the 
purposes of this section, a corporation’s “business 
limit” for a taxation year is $200,000 unless the cor- 
poration is associated in the year with one or more 
other Canadian-controlled private corporations in 
which case, except as otherwise provided in this sec- 
tion, its business limit for the year is nil. 

Related Provisions: 125(3)-(5) — Business limit to be shared 
among associated corporations; 125(5.1) — Elimination of small 


business deduction for large corporations; 248(1)“business limit” — 
Definition applies to entire Act. 


Pre-RSC History: Subsec. 125(2) substituted by 1984, c. 45, s. 
40, applicable to 1985 et seq. Subsec. 125(2) formerly read: 
(2) Amount of business limit and total business limit — 
For the purposes of this section, . . 
(a) a corporation’s “business limit? for a taxation year is 
$200,000, and ; 
(b) its “total business’ limit” 
$1,000,000, 
unless the corporation is a member of an associated group in 
the year,,in, which case, except as otherwise provided in this 
section, its business limit for the year-is nil, and its total busi- 
ness limit for the year is nil: 
Subsec. 125(2) substituted by 1984, c. 1, subsec. 69(1), applicable 
to 1983 et seq. Subsec. 125(2) formerly read: 


(2) Amount of business limit and total business limit — _ 
For the purposes of this section, 


fora taxation year is 


(a) a corporation’s “business limit” for a taxation year is 
$200,000, and 


(b)-1ts:“‘total business limit” 
$1,000,000, 


unless the corporation is associated in the year with one or 
more other,Canadian-controlled private corporations.in which. : 
case, except as otherwise provided in this section, its business: 
limit for the year is nil and its total business limit for the year 
is nil. | 
Paras. 125(2)(a) and (b) substituted by 1980-81-82-83, c. 140, sub- 
sec. 86(1), to substitute the business limit of “$200,000” for 
“$150,000” and to substitute the total business limit of 
“$1,000,000” for “$750,000,” jHone 4 to the 1982 and>subse- 
quent taxation years. 


for a taxation: year is 


Paras. 125(2)(a),(b) substituted et 1976- 77, c. 4, subsec. 49(1), ap- 


plicable to 1976 et seg. Paras. 125(2)(a), (b) formerly read: 


(a)-a corporation’s “business: limit” for a taxation year is 
$100,000, and ; 


(b) its “total business limit” for a taxation year is $500, 000, 
Paras. 125(2)(a), (b) substituted by 1974-75-76,.c. 26, subsec. 81(1), 


_ applicable to 1974 et seq., Paras. 125(2)(a), (b) formerly read: 


(a) a corporation’s “business limit” for.a taxation year is: 

$50,000, and 

(b) its “total business limit” for a taxation year is $400,000, 
Interpretation Bulletins: See list at end of s. 125, 


Information Circulars: 88-2, para. 18: General anti-avoidance 
rule — section 245 of the Income Tax Act. 


(3) Associated corporations — Notwithstanding 
subsection (2), if all of the Canadian-controlled pri- 
vate corporations that are associated with each other 
in a taxation year have filed with the Minister in pre- 
scribed form an agreement whereby, for the purposes 
of this section, they allocate an amount. to one or 
more of them for the taxation year and the amount so 


_ allocated or the total of the amounts so allocated, as: 
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the case may. be, is $200,000, the business limit for 
the year of each of the fetta pete is the amount so 
allocated to it. Wen 


125(4) — Failure to file agreement; 
{25(5) — Special rules’ for business limit; Peg iia pone 
corporations. 


Pre-RSC History: Subsec. 125(3) substituted by 1984, c. 45, s. 
40, applicable to 1985 et seg. Subsec. 125(3) formerly read: 


(3) Member of an associated group — Notwithstanding 
~ subsection (2), if 


(a) all of the members of an associated group in a taxa- 
tion year have filed with the Minister in prescribed form 
an agreement whereby, for the purposes of this section, 


(i). they allocate an amount to one or more of the 

members for the taxation year andthe amount so al- 

located or the aggregate of the amounts so allocated, 
as. the case may be, is $200,000, and 


(ii) they allocate an amount to one or more of the 
members for the taxation year and the aggregate of 
the amounts so allocated, as the case may be, is 
$1,000,000, and . 


(6) the amount allocated under subparagraph’ (a)(ii) to 
each member for the taxation year is not less than that 
member’s cumulative deduction account at the end of the 

_ immediately preceding taxation year, 


the business limit for the year of each member to whom 
amounts have been allocated under subparagraphs (a)(i),and 
(ii) is the amount so allocated to the member under subpara- 
graph (a)(i) and the total business limit for the year of each 
member to whom amounts have been so allocated is the 
amount, so allocated to the member under ave eee 


(aja). ; 


Subsec. 125(3) substituted by 1984, c. 1, subsec. 69(1), applicable 
to 1983 et seg. Subsec. 125(3) formerly read: 


_ (3) Associated corporations — Notwithstanding subsection 
(2), if 


.(a) all-of the Canadian-controlled private corporations of 
a group that are associated with each other in a taxation 
year have filed with the Minister in prescribed form) an 
agreement whereby, for the purposes of this section, 


(i) they allocate an amount to one or more of them 
for the taxation year and the amount so allocated or 
the aggregate of the amounts so allocated, as the case 
may be, is $200,000, and 


(ii) they allocate an amount to one or more of them 
for the taxation year and the amount so allocated or 
the aggregate of the amounts so allocated, as the case 
may be, is $1,000,000, and) 


‘(b) the amount so allocated under subparagraph (a)(ii) to 
each such corporation for the taxation year is not less 
than that corporation’s cumulative deduction account at 
the end of the immediately preceding taxation year, 


the business limit for the year of each of the corporations is 
the amount so allocated to it under subparagraph (a)(i) and 
the total business limit for the year of each of the corporations 
is the amount so allocated to it under subparagraph (a)(11). 


Subparas. 125(3)(a)(i) and (ii) substituted by 1980-81-82-83, c. 140, 
subsec. 86(2), to substitute “$200,000” for “$150,000” in subpara. 
(i) and to substitute “$1,000,000” for “$750,000,” in subpara. (ii). 
Subparas. 125(3)(a)(i) and (ii) applicable to the 1982 and subse- 
quent taxation years. 
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Subparas. 125(3)(a)(i); (ii) substituted’ by 1976-77, .c. 4, -subsec. 
49(2); applicable to’ 1976. et ses cnet 125(3)(a)(); (ii) for- 
merly read: 
(i) they allocate an amount' to’ one or. more of them for the 
taxation year and the amount so allocated or the aggregate of 
the amounts so allocated, as the case may be, is $100,000, 
and 
(ii) they allocate an amount to’one or more of them for the 
taxation year and the amount so allocated or the aggregate of 
the amounts so. allocated, as the case may be, is $500,000, 
and 
Subparas. 125(3)(a)(i), (ii) substituted 6 1974-75- 6, c. 26, subsec. 
81(2), applicable to 1974 et seq. Subparas. 125(3)(a)(), (ii) for- 
merly read: 
(i) they allocate an amount to one or more of them for the 
taxation year and the amount so allocated or the aggregate of 
the amounts so allocated, ‘as the case may be, is $50,000, and 
(ii) they allocate an amount to'one or more of them for the 
taxation year and the amount so’ allocated or the aggregate of 
the amounts so allocated, as the case may be, is $400,000, 
and ; 


Forms: T2013: Agreement among associated corporations. 


(4) Failure to file agreement — If any of the Ca- 
nadian-controlled private corporations that are asso- 
ciated with each other in a taxation year has failed to 
file with the Minister an agreement as contemplated 
by subsection (3) within 30 days after notice in writ- 
ing by the Minister has been forwarded to any of 
them that such an agreement is required for the pur- 
pose of any assessment of tax under this Part, the 
Minister shall, for the purpose of this section, allo- 
cate an amount to one or more of them for the taxa- 
tion year, which amount or the total of which 
amounts, as the case may be, shall equal $200,000, 
and in any such case, notwithstanding subsection (2), 
the business limit for the year of each of the corpora- 
tions is the amount so allocated to it. 


Related Provisions: 256(1)— Associated corporations. 


Pre-RSC History: Subsec. 125(4) substituted by 1984, c. 45, s. 
40, applicable to 1985 et seg. Subsec. (4) formerly read: ' 


(4) If any member of an associated group in a taxation year 
has failed to file with the Minister an, agreement as contem- 
plated by subsection (3) within 30 days after notice in writing 
by. the Minister has been forwarded to any of them that such 
an agreement is required for the purpose.of any assessment of 
_ tax under this Part, the Minister shall, for the. purpose of this 
section, 


(a) lea an amount to one or more. of the Siem for 

the taxation year, which amount or the aggregate of 
which amounts, as the case may be, shall equal $200,000, 
and 


(b) allocate an amount to one or more of the members for 
the taxation year, which amount or the aggregate of 
which amounts, as the case may be, shall equal 
$1,000,000, 


and in any such case, notwithstanding subsection (2), the bus- 
iness limit for the year of each member is the amount so allo- 
cated to the member under paragraph (a) and the total busi- 
ness limit for the year of each member is the amount so 
‘allocated to the member under paragraph (b). 


Subsec. 125(4) substituted by 1984, c. 1, subsec. 69(1), applicable 
1983 et seq: Subsec. (4) formerly read: 


(4) If any of the Canadian-controlled private corporations of a 
group that are associated with each other in a taxation year 
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has failed to file with the Minister an agreement as contem- 
plated by subsection (3) within 30 days after notice in writing 
by the Minister has been forwarded to any of them that such 
an agreement is required for the purpose of any assessment of 
tax under this Part, the Minister shall, for the purpose of this 
section, 


(a) allocate an amount to one or more of them for the 
taxation year,.which amount or the aggregate of which 
amounts, as the case may. be, shall equal $200,000, and 


(b) allocate an amount to one or more of them for the 
taxation year, which amount or the aggregate of which 
amounts, as the case may be, shall equal $1,000,000, 


and in any such case, notwithstanding subsection (2), the bus- 
iness limit for the year of each of the corporations is the 
amount so allocated to it under paragraph (a) and the total 
business limit for the year of each of the corporations is the 
amount so allocated to it under paragraph (b). 
Paras. 125(4)(a) and (b) substituted by 1980-81-82-83, c. 140, sub- 
sec. 86(3), to substitute “$200,000” for “$150,000” and to substitute 
“$1,000,000” for: “$750,000,” applicable to the 1982 and subse- 
quent taxation years. 


Paras. 125(4)(a), (b) substituted by 1976-77, c. 4, subsec. 49(3), ap- 
plicable to 1976 et seq. Paras. (a), (b) formerly read: 


(a) allocate an amount to one or more of them for the taxation 
year, which amount or the aggregate of which amounts, as the 
case may be, shall equal $100,000, and 


(b) allocate an amount to one or more of them for the taxation 
year, which amount or the aggregate of which amounts, as the 
case may be, shall equal $500,000, 


Paras. 125(4)(a), (b) substituted by 1974-75-76, c. 26, subsec. 81(3), 
applicable to 1974 et seg. Paras. (a), (b) formerly read: 


(a) allocate an amount to one or more of them for the taxation 
year, which amount or the aggregate of which amounts, as the 
case may be, shall equal $50,000, and 


(b) allocate an amount to one or more of them for the taxation 
year, which amount or the aggregate of which amounts, as the 
case may be, shall equal $400,000, 


Selected Cases [subsec. 125(4)]: Deneschuk Building Supplies 
Ltd. v. Canada, [1996] 3.C.T.C. 2039 (TCC) (No time limit within 
which allocation to share business limit between associated corpora- 
tions must. be filed if not demanded by Minister). 


(5) Special rules for business limit — Notwith- 
standing subsections (2) to (4), 


(a) where a Canadian-controlled private corpora- 
tion (in this paragraph referred to as the “first 
corporation”) has more than one taxation year 
ending in the same calendar year and it is associ- 
ated in 2 or more of those taxation years with an- 
other Canadian-controlled private corporation 
that has a taxation year ending in that calendar 
year, the business limit of the first corporation for 
each taxation year ending in the calendar year in 
which it is associated with the other corporation 
that ends after the first such taxation year ending 
in that calendar year is, subject to the application 
of paragraph (b), an amount equal to the lesser of 


(i) its business limit determined under subsec- 
tion (3) or (4) for the first such taxation year 
ending in the calendar year, and 


(ii) its business limit determined under sub- 
section (3) or (4) for the particular taxation 
year ending in the calendar year; and 
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(b) where a Canadian-controlled private corpora- 
tion has a taxation year that is less than 51 weeks, 
its business limit for the year is that proportion of 
its business limit for the year determined without 
reference to this paragraph that the number of 
days in the year is of 365. 


History: The opening words of subsec. 125(5) amended by-1995, ¢. 
3, subsec. 35(1), applicable to taxation years that end after. June 
1994. The opening words formerly read: 


(5) Special rules for business limit — Notwithstanding any 
other provision of this section, 


Para. 125(5)(a) amended by 1994, c. 7, Sch. VIII (1993, c. 24), sub- 
sec. 63(2), applicable to taxation years ending after December 205 
1991. Para. (a) formerly read: 


(a) where a Canadian-controlled private corporation (in this 
paragraph referred to as the “first corporation”) has more than 
one taxation year ending in the same calendar year and it is 
associated in two or more of those taxation years with another 
Canadian-controlled private corporation that has a taxation 
year ending in that calendar year, the business limit of the 
first corporation for each taxation year in which it is associ- 
ated with the other corporation ending in that calendar year is, 
subject to the application of paragraph (b), an amount equal 
to its business limit for the first such taxation year determined 
without reference to paragraph (b); and 


Pre-RSC History: Subsec. 125(5) substituted by 1984, c. 45, 
40, applicable to 1985 et seg. Subsec. 125(5) formerly read: 


n 


(5) Where two taxation years ending in same year — 
Notwithstanding anything in this section, where a Canadian- 
controlled private corporation has 2 taxation’ years ending in 
the same calendar year (otherwise than by reason of a change 
made in the usual and accepted fiscal period of the corpora- 
tion) and is associated in each of those taxation years with a 
member of an associated group that has only one. taxation 
year ending in the calendar year, the business limit of the cor- 
poration under this Part for the second taxation year ending in 
the calendar year is nil. 


Subsec. 125(5) substituted by 1984, c. 1, subsec. 69(1), applicable 
to 1983 et seg. Subsec. 125(5) formerly read: 


(5) Where two taxation years ending in same year — 
Where a Canadian-controlled private corporation has 2 taxa- 
tion years ending in the same calendar year (otherwise than 
by reason of a change made in the usual and accepted fiscal 
period of the corporation) and is associated in each of those 
taxation years with another Canadian-controlled private cor- 
poration that has only one taxation year ending in the calen- 
dar year, notwithstanding anything in this section, the busi- 
ness limit of the first-mentioned corporation under this Part 
for the second taxation year ending in the calendar year is nil. 


(5.1) Business limit reduction — Notwithstand- 
ing subsections (2) to (5), a Canadian-controlled pri- 
vate corporation’s business limit for a particular tax- 
ation year ending in a calendar year is the amount, if 
any, by which its business limit otherwise deter- 
mined for the particular year exceeds the amount de- 
termined by the formula 


B 
A xX — 
$11,250 
where 


A. is the amount that would, but for this subsection, 
be the corporation’s business limit for the partic- 
ular year; and 
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(a) where the corporation is not. associated 


with any other corporation in the particular 


year, the amount that would, but, for subsec- 
tions 181.1(2) and. (4),. be the corporation’s 
tax payable under Part I.3. for its Bhat bays 
taxation. year, and 


(b) where the corporation. is associated with 


one or more, other corporations in, the particu- 
lar year, the total of all amounts each of which 
would, but for subsections 181.1(2) and (4), 
be the tax payable under Part I.3 by the corpo- 
ration or any such other corporation for its last 
taxation year ending in the preceding calendar 
Wein ) 
Related Provisions: 87(2)(j.92) — Aga ecmahions. — continu- 


ing corporation; 127(10.2) — Reduction in SR&ED VCS OCA tax 
credits for large corporations. © 


History: Subséc. 125(5.1) amended by 1996, 'c. 21, subsec. aed) 
to substitute “$11,250” for “$10,000”, applicable 


(a) where a corporation is not associated with any other corpo- 
‘ration in a particular taxation year and the corporation’s preced- 
ing taxation year began after February 27, 1995, to the corpora- 
tion’s particular year and subsequent taxation years; and 


(b) where a particular corporation is associated with one or 
-more other corporations in a particular taxation year that ends in 
a calendar year and the last taxation year of the particular cor- 
poration and of each of the other corporations that ended in the 
preceding calendar year began after February 27, 1995, to the 
particular year and subsequent taxation years of the particular 
: corporation. 


For the purpose of applying sinssebioa 1256. 1), fife 4 amount that 
would, but for subsecs. 181.1(2) and (4), be a corporation’s tax pay- 
able under Part I.3 for a taxation year that began before February 
28, 1995 shall be determined without.reference to the 1996, c. 21, s. 
47 amendment to subsec: 181.1(). 


Subsec.' 125(5.1) added by 1995, c..3, subsec. 35(2), applicable to 
taxation years that end after June 1994 except that, in its application 
to taxation years that Suan before July 1994, it shall be read as 
follows: . ; 


(5.1) Notwithstanding subsections (2) to (5), a Canadian-con- 
_ trolled, private corporation’s business limit for a particular 
taxation year ending in a calendar year is the amount, if any, 
by which its business limit otherwise determined for the par- 
ticular year exceeds the amount determined by the formula 
By year G 
x ~ 
$10,000 D 


where. 


A -is the amount that would, but for this subsection, be the 
corporation’s business limit for the particular year; 
Ds . ; 
(a) where the corporation is not associated with any 
other corporation in the particular year, the lesser of 
$10,000 and the amount that would, but for subsec- 
tions 181.1(2) and (4), be the corporation’s tax paya- 
ble under Part I.3 for its preceding taxation year, and 


(b) where the corporation is associated with one or 


more other corporations in the particular year, the © 


lesser of $10,000 and the total of all amounts each of; 
which would, but for subsections 181.1(2) and (4), 
be the tax payable under Part 1.3 by the corporation 
or any such other corporation for its last taxation 
year ending in the preceding calendar year; 
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C . is the number of days in the particular year that are after 
June 1994; and 


D_ is the number of days in the particular year. 


Subsec. 35(4) of 1995, c. 3 provides that, notwithstanding any other 
provision of the Act or of the amending legislation, nothing in this 
amendment shall affect the amount of interest payable under the Act 
in respect of a corporation for any period or part thereof that is 
before July 1994. 


(6) Corporate partnerships — Where in a taxa- 
tion year a corporation is a member of. a particular 
partnership and in the year the corporation or a cor- 
poration with which it is associated in the year isa 
member of one or more other partnerships and) it 
may reasonably be: considered that one of the main 
reasons for the separate existence of the partnerships 
is to increase the amount of a. deduction of any cor- 
poration under subsection (1), the specified partner- 
ship income of the corporation for the year shall, for 
the purposes of this section, be computed in respect 
of those partnerships as if all amounts each of which 
is the income of one. of the partnerships - for a fiscal 
period ending in the year from an active’ business 
carried on in Canada were nil except for the greatest 
of those amounts. 


Related Provisions: 125(6.1) — Corporation deemed member of 
panne a 2)- — Specified partnership income deemed nil. 


(6. 1) Corporation deemed member of partner- 
ship — For the purposes of this section, a corpora- 
tion that is a member, or is deemed by this subsec- 
tion.to be a. member, of a partnership that is a 


‘member of another partnership shall be deemed to be 


a member of the other partnership and the corpora- 
tion’s share of the income of the other partnership 
for a fiscal period shall be deemed to be equal to the 
amount of that income to which the corporation was 
directly or indirectly entitled. 


(6.2) Specified partnership income deemed 
nil— Notwithstanding any other provision of this 
section, where a corporation is a member of a part- 
nership that was controlled, directly or indirectly in 
any manner whatever, by one or more non-resident 
persons, by one of more public corporations (other 
than a prescribed venture capital corporation) or by 
any combination thereof at any time in its fiscal pe- 
riod ending in a taxation year of the corporation, the 
income of the partnership for that fiscal period from 
an.active business carried on in-Canada shall, for the 
purposes of computing the specified partnership in- 
come of a corporation ‘for the Seite be deemed to be 
nil. 


Related Provisions: 125(6.3) — Partnership deemed to be con- 


- trolled; 256(5.1)— Controlled directly or indirectly. 


Regulations: 6700 (prescribed venture capital corporation). 


(6.3) Partnership deemed to be controlled — 
For the purposes of subsection (6.2), a partnership 
shall be deemed to be controlled by one or more per- 
sons at any time if the total of the shares of that per- 
son or those persons of the income of the partnership 
from any source for the fiscal period of the partner- 
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ship that includes that time exceeds '/2 of the income 
of the partnership from that source for that period. 


(7) Definitions — In this section, 


“active business carried on by a corporation” 
means any business carried on by the corporation 
other than a specified investment business or a per- 
sonal services business and includes an adventure or 
concern in the nature of trade; 
Related Provisions: 248(1) — Definition of “active business” 
for purposes other than s. 125; 

Pre-RSC History: The definition “active business” was para. 
125(7)(a). 
For earlier history, see under former para. 125(6)(d) below. (at end 
of subsec. (7)). 


Selected Cases [subsec. 125(7)“active business” J: 
McCutcheon Farms Ltd. vy. MNR, [1991} 1 €.T.C, 50 (FCTD) (In- 
terest on deposits not active business income). 


Interpretation Bulletins: See list at end of s. 125. 


“Canadian-controlled private corporation” means 
a private corporation that is a Canadian corporation 
other than a corporation 


(a) controlled, directly or indirectly in any man- 
ner whatever, by one or more non-resident per- 
sons, by one or more public corporations (other 
than a prescribed venture capital corporation), or 
by any combination thereof, 


(b) that would, if each share of the capital stock 
of a corporation that is owned by a non-resident 
person or a public corporation (other than a pre- 
scribed venture capital corporation) were owned 
by a particular person, be controlled by the par- 
ticular person, or . 


(c) a class of the shares of the capital stock of 
which is listed on a prescribed stock exchange; 


Related Provisions: 136 — Co-operative corporation may be 
private corporation for purposes of s. 125:'137(7) Credit union 
may be private corporation for purposes of s:/ 125; 248(1)“Cana- 
dian-controlled._ private corporation” — Definition applies to entire 
Act; 251(5) — Control by related groups, options, etc.; 256(5.1) — 
Controlled directly or indirectly. 


History: The definition “Canadian-controlled private corporation” 
in subsec, 125(7) amended by 1998, c. 19, subsec. 145(2), applica- 
ble after 1995. The definition formerly read: 


“Canadian-controlled private corporation” means a private 
corporation that is a Canadian corporation other than a corpo- 
ration controlled, directly or indirectly in any manner 
whatever, by one or more non-resident persons, by one or 
more public: corporations (other than a prescribed venture 
capital corporation) or by any combination thereof; 


Pre-RSC History: The definition “Canadian-controlled private 
corporation” was para. 125(7)(b). : 


For earlier history, see under former para. 125(6)(a) below (at end 
of subsec. (7)). 


Selected Cases [subsec. 125(7)“Canadian-controlled pri- 
vate corporation”): Parthenon Investments Ltd, v:R:, [1997] 3 
C.T.C. 152 (FCA) (Interposition of U.S, company. in corporate 
chain did not destroy CCPC status where ultimate control held by 
Canadian residents); Scandia Plate y. The Queen, [1982] C.T.C. 
431 (FCTD) (Taxpayer not Canadian-controlled private corporation 
when ownership of shares passing from non-resident parent to resi- 
dent manager retained until following taxation year). 
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Regulations: 3200, 3201 (prescribed stock exchange; not yet 
amended to apply for purposes of 125(7)); 6700 (prescribed venture 
capital corporation). 


Interpretation Bulletins: IT-113R4: Benefits to employees — 
stock options; IT-243R4: Dividend refund to private corporations; 
IT-484R2: Business investment losses; IT-458R: Canadian-con- 
trolled private corporation. See also list at ‘end of s. 125. 


1.T. Technical News: No. 3 (Canadian-controlled private 
corporation). 


“ancome of the corporation for the year from an 
active business” means the total of 


_ (a) the corporation’s income for the year from an 
active business carried on by it including any in- 
come for the year pertaining to or incident to that 
business, other than income for the year from a 
source in Canada that is a property (within the. 
meaning assigned by subsection 129(4)), and’ ~ 


(b) the amount, if any, included under subsection 
12(10.2) in computing the corporation’s income 
for the year; 
History: Para. (a) of the definition “income of the corporation for 
the year from an-active business” in subsec, .125(7) amended by 
1996, ¢. 21, subsec. 26(3), applicable to taxation years that end.after 
June 1995, Para. (a) formerly, read: 
(a) the corporation’s income for the year from an active busi- 
ness carried on by it including any income for the year per- 
taining to or incident to that business, other than income for 
the year from a source in Canada that is a property (within the 
meaning assigned by, subsection 129(4.1)), and 


The’ definition “income of the corporation...” in subsec. -125(7) 
amended by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 63(3), appli- 
cable to 1991 et seq. That definition formerly read: oq 


“income of the corporation for the year from an activé busi 
ness” means the income of the corporation for the year from 
an active business carried on by it including any income for 
the year pertaining to or incident to that business, but does 
not include income for the year from a source in: Canada that 
is a property (within the meaning assigned by subsection 
129(4.1)); ) 3 Sve: 
Pre-RSC History: The definition “income of a corporation...” 
was para. 125(7)(c). , | 
For earlier history, see under former para. 125(6)(e) below (at end 
of subsec, (7)). 


“personal services business” carried on by a corpo- 
ration in a taxation year means a business of provid- 
ing services where 


(a) an individual who performs services on behalf 

of the corporation (in this definition and para- 

graph 18(1)(p) referred to as an “incorporated 

employee”), or . ied 

(b) any person related to the incorporated 

employee 
is a specified shareholder of the corporation and the 
incorporated. employee would reasonably be re- 
garded .as an officer or employee ‘of the person or 
partnership to whom or to. which the services were 
provided but: for the existence of the corporation, 
unless ; 


(c) the corporation employs in the business 
throughout the year more than five full-time em- 
ployees, or 
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(d) the amount paid or payable to the corporation 
in the year for the services is received or receiva- 
ble by it from a corporation with which it was as- 
sociated in the year; 


Related Provisions: 18(1)(p) — Limitation on deductions from 
personal services business income; 122.3(1.1) — Restriction on 
overseas employment tax credit for incorporated employee ; 
207.6(3) — Retirement compensation arrangement for incorporated 
employee; 248(1)“personal services business” — Definition applies 
to entire Act. 

Pre-RSC History: The definition “personal services business” 
was para. 125(7)(d). 


For earlier history, see under former para. 125(6)(g.1) below (at end 
of subsec. (7)). 


Selected Cases [subsec. 125(7)“personal services 
business” ]: Hughes & Co. Holdings Ltd. vy. MNR, [1994] 2 C.T.C. 
170 (FCTD) (“More than five employees” means at least six 
employees). 

Interpretation Bulletins: IT-168R3: Athletes and players em- 
ployed by football, hockey and similar clubs; IT-406R2: Tax paya- 
ble by an inter vivos trust; IT-421R2: Benefits to individuals, corpo- 
rations and shareholders from loans or debt. See also list at end of s. 
125. 


Forms: CPT-1: Request for a ruling as to the status of a worker 
under the Canada Pension Plan or Unemployment Insurance Act. 


“specified investment business” carried on by a 
corporation in a taxation year means a business 
(other than a business carried on by a credit union or 
a business of leasing property other than real prop- 
erty) the principal purpose of which is to derive in- 
come (including interest, dividends, rents and royal- 
ties) from property but, except where the corporation 
was a prescribed labour-sponsored venture capital 
corporation at any time in the year, does not include 
a business carried on by the corporation in the year 
where 


(a) the corporation employs in the business 
throughout the year more than 5 full-time em- 
ployees, or 


(b) any other corporation associated with the cor- 
poration provides, in the course of carrying on an 
active business, managerial, administrative, fi- 
nancial, maintenance or other similar services to 
the corporation in the year and the corporation 
could reasonably be expected to require more 
than 5 full-time employees if those services had 
not been provided; 


Related Provisions: 95(1) — Analogous. definition of “invest- 
ment business” for FAPI purposes; 125(7)“active business” — No 
small business deduction for specified investment business ; 
129(4)‘income”(a) — Income from specified investment business 
eligible for dividend refund; 129(4.1) — Specified investment busi- 
ness income eligible for dividend refund, 248(1)“specified invest- 
ment business” — Definition applies to entire Act. 


History: The definition “specified investment business” in subsec. 
125(7) amended by 1998, c. 19, subsec. 145(3), applicable to 1995 
et seq. The definition formerly read: 


“specified investment business” carried on by a corporation 
in a taxation year means a business (other than a business car- 
ried on by a credit union or a business of leasing property 
other than real property) the principal purpose of which is to 
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derive income from property (including interest, dividends, 
rents or royalties), unless 


(a) the corporation employs in the business throughout 
the year more than five full-time employees, or 


(b) in the course of carrying on an active business, any 
other corporation associated with it provides managerial, 
administrative, financial, maintenance or other similar 
services to the corporation in the year and the corporation 
could reasonably be expected to require more than five 
full-time employees if those services had not been 
provided; 

Pre-RSC History: The definition “specified investment business” 

was para. 125(7)(e). 

For earlier history, see under former para. 125(6)(h) below (at end 

of subsec. (7)). 

Regulations: 6701 (prescribed labour-sponsored venture capital 

corporation). 


Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations; IT-406R2: Tax payable by an inter vivos trust. See 
also list at end of s. 125. 


“specified partnership income” of a corporation 
for a taxation year means the amount determined by 
the formula 
A+B 
where 
A is the total of all amounts each of which is an 
amount in respect of a partnership of which the 


corporation was a member in the year equal to 
the lesser of 


(a) the total of all amounts each of which is an 
amount in respect of an active business car- 
ried on in Canada by the corporation as a 
member of the partnership determined by the 
formula 


G-—H 
where 


G_ is the total of all amounts each of which is 
the corporation’s share of the income (de- 
termined in accordance with subdivision j 
of Division B) of the partnership for a fis- 
cal period of the business that ends in the 
year or an amount included in the corpora- 
tion’s income for the year from the busi- 
ness because of subsection 34.2(5), and 


H._ is the total of all amounts deducted in com- 
puting the corporation’s income for the 
year from the business (other than amounts 
that were deducted in computing the in- 
come of the partnership from the busi- 
ness), and | 


(b) the amount determined by the formula 


Kom 


sy 
where 


K is the total of all amounts each of which 1s 
the corporation’s share of the income (de- 
termined in accordance with subdivision j 
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of Division B) of the partnership fora fis- 
cal period ending in’the year from an ac- 
tive business carried on in Canada, 


L is the total of all amounts each of which is 
the income of the partnership for a fiscal 
period referred to in paragraph (a) from an 
active business carried on in Canada, and 


M is the lesser of 
(i) $200,000 and 


(ii) the product obtained when $548 is 
multiplied by the total of all amounts 
each of which is the number of days 
contained in a fiscal period of the part- 
nership ending in the year, and 


B ‘is the lesser of 


(a) the total of the amounts determined in re- 
spect of the corporation for the year ‘under 
‘subparagraphs (1)(a)(iii) and (iv), and 


(b) the total of all amounts each of which is an 
amount in respect of a partnership of which 
the corporation was a member in the year 
equal to the amount determined by the 
formula 


N-O 
where 


N is the amount determined in respect of the 
partnership for the year under paragraph 
(a) of the description of A, and 


O is the amount determined in respect of the 
partnership for the year under paragraph 
(b) of the description of A; 


Related Provisions: © 125(6) — Corporate partnerships; 
125(6.2) — Specified partnership income: deemed nil; 257 — 
Formula amounts cannot calculate to less than zero. See additional 
Related provisions and Definitions, at end of s. 125. 


History: The description of G in the definition “specified partner- 
ship income” in subsec. 125(7) amended by 1996, ¢. 21, subsec. 
26(4), applicable to 1995 et seg. The description of G formerly read: 


G is the total of all amounts each of which is the corpora- 
tion’s share of the income (determined in accordance 
with: subdivision j of Division B) of the partnership for a 
fiscal period ending in the. year from the business, and 


Para. (a) of the description of A, and the description of K, in the 
definition “specified partnership income” in subsec: 125(7) substi- 
tuted by 1994, c. 7, Sch. II (1991, c. 49), subsecs. 100(1), (2) appli- 
cable to 1985. et seq. Those portions formerly read: . 


(a) the total of all amounts each of which is the corporation’s 
share of the income (determined in accordance with subdivi- 
sion j of Division B) of the partnership for a fiscal period 
ending in the year from an active business carried on in Can- 
ada by it as a member of the partnership, and 


K is the amount determined under paragraph (a), 


Income Tax Act, Part IL, Div. E 


Pre-RSC History: The definition “specified partnership income” 
was para. 125(7)(f). It contained descriptive subparagraphs instead 
of the present formula. The pre-R.S.C. version read: 


(f) “specified partnership income” — “specified partner- 

ship income” of a corporation for a taxation year means the 

aggregate of iva iste 
(i) the aggregate of all amounts each of which is’ an” 
amount in respect of a partnership of which the corpora- 
tion was a member in the year equal to the lesser of 


(A) the aggregate of all amounts each of which is the a 
corporation’s share of the income (determined in ac- 
cordance with subdivision j of Division B) of the ~ 
partnership for a fiscal period ending in the year 
from an active business carried on in Canada by it ., 
as a member of the partnership, and : 


(1) the total of all amounts each of which is the - 
corporation’s share of the income (determined 

in accordance with subdivision j of Division B) 
of the partnership for a fiscal period ending in 

the year from the business 


ind §&% 


exceeds 


(II) the total of all amounts each of which is an 
amount deducted in computing the corporation’s 
income for the year from the business (other 
than an amount that was deducted in computing — 
the income of the partnership from the business), 
and 


(B 


= 


that proportion of the lesser of 

(1) $200,000 and . 

(II). the product obtained when. $548 is multi- 

plied by the aggregate of all amounts each of - 

which is the number of days contained in a fiscal 

period of the partnership ending in the year 

that big : 7 
(III) the amount determined under clause (A) 

is. of 

(IV) the aggregate of all amounts each of which 

is the income of the partnership for a fiscal pe- 


riod referred to in clause (A) from an active bus- 
iness carried on in Canada, and 


(ti) the lesser of 
(A) the aggregate of the amounts determined in re- 


spect of the corporation for the year under subpara- 
graphs (1)(a)(iii) and (iv), and 


(B) the aggregate of all amounts each of which is an 
amount in respect of a partnership of which the cor- 
poration was a member in the year equal to the 
amount, if any, by which 


(1) the amount determined in respect of the part- 
nership for the year under clause (i)(A) 
exceeds ines Py 


(II) the amount determined in respect of the 
- partnership for the year under clause (i)(B): and 


“specified partnership loss” of a corporation fora 
taxation year means the total of all amounts each of 
which is an amount in respect of a partnership of 
which the corporation was a member in the year dé- 
termined by the formula 


A+B 


where 


A. is the total of all amounts each of which is the 
corporation’s share of the loss (determined in ac- 
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cordance with subdivision j of Division B) of the 
partnership for a fiscal period ending in the year 
from an active business carried on in Canada by 
the corporation as a member of the partnership, 
and 


B is the total of all amounts each of which is an 


amount determined by the formula 


G—H 
where 


G is the amount determined for H in the defini- 
tion “specified partnership income” in this 
subsection for the year in respect of the corpo- 
ration’s income from an active business car- 
ried on in Canada by the corporation as a 
member of the partnership, and 


H is the amount determined for G in the defini- 
tion “specified partnership income” in this 
subsection for the year in respect of the corpo- 
ration’s share of the income from the 
business. 


Related Provisions: 257 — Formula amount cannot calculate to 
less than zero. 


History: The definition “specified partnership loss” in subsec. 
125(7) substituted by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
100(3), applicable to 1985 et seq. That definition formerly read: 


“specified partnership loss” of a corporation for a taxation 
year means the total of all amounts each of which is an 
amount in respect of a partnership of which the corporation 
was a member in the year equal to the corporation’s share of 
a loss (determined in accordance with subdivision j of Divi- 
sion B) of the partnership for a fiscal period ending in the 
year from an active business carried on in Canada by it as a 
member of the partnership. 


Pre-RSC History: The definition “specified partnership loss” was 
para. 125(7)(g). Descriptive subparagraphs have been replaced by 
the formula. The pre-R.S.C. version read: 


(g) “specified partnership loss” — “specified partnership 
loss” of a corporation for a taxation year means the aggre- 
gate of all amounts each of which is an amount in respect of a 
partnership of which the corporation was a member in the 
year equal to the corporation's share of a loss (determined in 
accordance with subdivision j of Division B) of the partner- 
ship for a fiscal period ending in the year from an active bus- 
iness carried on in Canada by it as a member of the 
partnership. 


Related Provisions: 48.1 — Election to trigger capital gains ex- 
emption on ceasing to be CCPC. 


Pre-RSC History [subsecs. 125(6)—(7)]: Subsec. 125(6) substi- 
tuted and subsecs. 125(6.1) to (6.3) added by 1988, c. 55, subsec. 
102(3). Subsecs. 125(6) and (6.1) applicable to fiscal periods of 
partnerships commencing after February 10, 1988; subsecs. 
125(6.2) and (6.3) applicable to fiscal periods of partnerships com- 
mencing after 1988. Subsec. 125(6) formerly read: 


(6) Corporate partnerships — Notwithstanding any other 
provision of this section, where in’a taxation year a corpora- 
tion is a member of a particular partnership and in the year 
the corporation or a corporation with which it is associated in 
the year is a member of another partnership and it may rea- 
sonably be concluded that 


(a) the separate existence of the partnerships is not solely 
for the purpose of carrying on the businesses of the part- 
nerships in the most effective manner, and 
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(b) one of the main reasons for the separate existence of 
the partnerships is to increase the amount of a deduction 
of any corporation under subsection (1), 


the specified partnership income of the corporation for the 
year shall, for the purposes of this section, be computed as if 
all amounts each of which is the income of one of the partner- 
ships for a fiscal period ending in the year from an active bus- 
iness carried on in Canada were nil except for the greatest of 
such amounts, 


Subpara. 125(7)(d)(i) amended by 1988, c. 55,°subsec. 102(4), to 
substitute “paragraph 18(1)(p)”, for “paragraphs 8(3)(a.1) and 
18(1)(p)’, applicable to 1988 ef seg. 


Subsecs. 125(6), (7) substituted and (6.1), (6.2) and (6.3) repealed 
by 1984, c. 45, s. 40, applicable to 1985 et seg. Subsecs. 125(6) to 
(7) formerly read: 


(6) Definitions — In this section and section 129, 


(a) “Canadian-controlled private corporation” — “Ca- 
nadian-controlled private corporation” means a private 
corporation that is a Canadian corporation other than a 
corporation controlled, directly or indirectly in any man- 
ner whatever, by one or more non-resident persons, by 
one or more public corporations (other than a prescribed 
venture capital corporation) or by any combination 
thereof; 


(b) “cumulative deduction account” — “cumulative de- 
duction account” of a corporation at the end of any taxa- 
tion year means the amount, if any, by which the aggre- 
gate of 


(i) the corporation’s cumulative deduction account at 
the end of the immediately preceding taxation year 
computed without reference to subsection (8.1), 


(ii) the amount, if any, by which the corporation’s 
taxable income for the taxation year exceeds 4 times 
the least of the amounts determined under subpara- 
graphs 129(3)(a)(i) to (iv) in respect of the corpora- 
tion for the. year, 


(iii) the aggregate of 
(A) “4 of the amount, if any, by which 


(I) the aggregate of all amounts each of 
which is a dividend (other than the portion 
thereof referred to in subclause (B)(I)) that 
was deductible under section 112 or subsec- 
tion 113(1) from the corporation’s income 
for the year 


exceeds 


(IL) 4 times the amount of the tax under Part 
IV that would be payable by the corporation 
for the year on the assumption that no 
amount was claimed by the corporation for 
the year under paragraph 186(1)(c) or (d) 
(other than the part thereof referred to in 
subclause (B)(II), and 


(B) 32 of the amount, if any, by which 


(I) the aggregate of all amounts each of 
which is the portion of a dividend that was 
deductible under section 112 from the cor- 
poration’s income for the year and on which 
tax under Part II can reasonably be consid- 
ered to be payable by the corporation from 
which the dividend was received 


exceeds 
(I) an amount not exceeding 4 times such 
part of the amount of the tax under Part IV 


that would be payable by the corporation for 
the year on the assumption referred to in 
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subclause (A)(II) as may be claimed by the 
corporation, 


(iii.1) where the year is its first taxation year ending 
after 1982; the amount, if any, of the prescribed addi- 
tion to the cumulative deduction account of the cor- 
poration, and 


(ii.2) the aggregate of all amounts each of which is 
an amount required to be added to the amount of the 
cumulative deduction account of the corporation at 
the end of the year under subsection (8.4) 


exceeds the aggregate of 
(iv) the aggregate of 
(A) 4 of the lesser of 


(I) the aggregate of all amounts each of 
which is a qualifying taxable dividend paid 
by the corporation in the year, and 


(II) the aggregate of all amounts each of 
which is a taxable dividend paid in the year 
by the corporation to another member of an 
associated group to which the corporation 
belongs, other than the portion of any such 
dividend on which tax under Part IT was paid 
by the corporation, and 


(B 


~~ 


%2 of the amount, if any, by which 


(I) the aggregate of all amounts each of 
which is a qualifying taxable. dividend paid 
by the corporation in the year 


exceeds 


(II) */4 of the amount determined under 
clause (A), 


(iv.1) where the year is its first taxation year ending 
after 1982, the amount, if any, of the prescribed re- 
duction in the cumulative deduction account of the 
corporation, and 


(iv.2) the aggregate of all amounts each of which is 
an amount required to be deducted in computing the 
cumulative deduction account of the corporation at 
the end of the year under subsection (8.5) 


except that, where the corporation carried on a non-quali- 
fying business in Canada in the year, the reference in 
subparagraphs (iii) and (iv) to “4/3” shall be read as refer- 
ences: to “3/2”: 


(c) “qualifying taxable dividends paid” — “qualifying 
taxable dividends paid” by a corporation in a taxation 
year means, where the corporation was in the year a 
member of an associated group, the taxable dividends 
paid in the year by the corporation to another member of 
the group (in this paragraph referred to as the “recipi- 
ent”), other than the portion of any such dividend on 
which tax under Part IV would be payable by the recipi- 
ent if it is assumed that no amount was claimed by the 
recipient for the year under paragraph 186(1)(c) or (d) for 
any year commencing after March 1983; 


(d) “active business” — “active business” carried on by 
a corporation in a taxation year means the business of 
manufacturing or processing property for sale or lease, 
mining, operating an oil or gas well, prospecting, explor- 
ing or drilling for natural resources, construction, log- 
ging, farming, fishing, selling property as a principal, 
transportation or any other business carried on by the cor- 
poration other than a specified investment business, a 
non-qualifying business or a personal services business; 


(e) “income of the corporation for the year from an 
active business” — “income of the corporation for the 
year from an active business” means the income of the 
corporation from an active business carried on by it, in- 
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cluding any income pertaining to or incident to that busi- 
ness and amounts deemed by subsection 129(6) to be in- 
come from.an active business, but.does not include 
income for the year from a source in Canada that is a 
property (within the meaning assigned by subsection 
129(4.1)); 


(f) “non-qualifying business” — “non-qualifying busi- 
ness” carried on by» a corporation ina. taxation year 
means 


(1) the professional practice of an accountant, dentist, 
lawyer, medical doctor, veterinarian or chiropractor, 


(ii) a business of providing services if more than 
6673% of the gross revenue for the year of that busi- 
ness derived from services 


(A) is derived from services provided to, or per- 
formed for or on behalf of, one entity, and 


‘(B) can reasonably be attributed to services per-. 
formed by persons who are specified sharehold- 
ers of the corporation or persons related thereto 


unless the corporation employs in the. business 
throughout the year.more than five full-time employ- 
ees who are not specified shareholders of the corpo- 
ration or persons related thereto, or 


(iii) a business the principal purpose of which is to 
provide managerial, administrative, financial; main- 
tenance or other similar services, to lease property 
(other than real-property), or to provide any such ser- 
vices and to lease property (other than real property), 
to one or more businesses connected at any time in 
the year with the corporation; 


but does, not) include.a, personal services business; 
(g) “income of the corporation for the year’ from a 


-non-qualifying business — “income of the corporation 


for the year” from a non-qualifying business means ‘the 
income of the corporation from a non-qualifying business 
carried on by it, including any income pertaining to or 
incident to that business and amounts‘deemed by subsec- 
tion 129(6) to be income from.a non-qualifying business, 


‘but does not include income for the year from a source in 


Canada that is a property (within the meaning assigned — 
by subsection 129(4.1)); 


(g.1) “personal services business” — “personal ser- 
vices business” carried on by a corporation in a taxation 
year means a business of providing services where 


(i) an individual who performs services on behalf of 
the corporation. (in this: paragraph and paragraphs 
8(3)(a.1) and 18(1)(p) referred to-as an “incorporated 
employee’), or 


(1i) any person related to the incorporated employee 


is a specified shareholder of the corporation and the in- 
corporated employee would reasonably be regarded as an 
officer or employee ‘of the entity to which the services 
were provided but for the existence of the corporation, . 
unless Tarn 


(iii) the corporation employs in the business through- 
out the year more than five full-time employees who 
are not specified shareholders of the corporation or: 
who are. not related-to any specified shareholder of 
the corporation, or 


(iv) the amount paid or payable to the corporation in 
the year for the services is received or receivable by 

it from a corporation with which it was associated in 
the year; : 


(h) “specified: investment: business” — “specified in- 
vestment business” carried on by a corporation in a taxa- 
tion year means a business (other than a’ business carried 
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on by a credit union or a business of leasing property - 


other than real property) the principal purpose of which is 
to derive income from property (including interest, divi- 
dends, rents or royalties), unless the corporation employs 
in the business throughout the year more than five full- 
time employees who are not specified shareholders of the 
corporation or persons related thereto; 


(i) “specified limit’ — “specified limit” of a corporation 
for a taxation year 


(i) in respect of a partnership of which it was a mem-’ 


ber (other than a partnership to which the corporation 
was joined in the year) means that proportion of 
$200,000 that 


(A) the aggregate of all amounts each of which 
is the corporation’s share of the income (deter- 
mined in accordance with subdivision j) of the 
partnership for a fiscal period of the partnership 
ending in or coinciding with the year from an ac- 
tive business carried on by it in Canada as a 
member of the partnership 
is of 

(B) the aggregate of all amounts each of which is 
the income of the partnership from an active 

» business carried on in Canada fora fiscal period 
of the partnership ending in or coinciding with 
the year, 


except that where the corporation carried on a non- 
qualifying business in the year, the references in this 
subparagraph to “active business” shall, be read as 
references. to “active business or a non-qualifying 
business”, and 


(ii). in respect of a group of connected partnerships 
means that proportion of $200,000 that 


(A) the amount, if any, determined in respect of 
the..corporation for the year under. clause 
(1)(a)(iii)(A) in respect of the group if the refer- 
ence therein to the “corporation’s income” were 
read as a reference to “the corporation’s share of 
the income (determined in accordance with sub- 
division j)” and the reference therein to “the cor- 
poration’s loss” were read as a reference to “the 
corporation’s share of the loss (determined in ac- 
cordance with subdivision j)” 


is of 
(B) the amount, if any, by which 


(I) the aggregate of all amounts each of 
which is the income of a partnership in the 
group from an active business carried on in 
Canada for a fiscal period of the partnership 
ending in or coinciding with the year 


exceeds 


(II) the aggregate of all amounts each of 
which is a loss of a partnership in the group 
from an active business carried on in Canada 
for a fiscal period of the partnership ending 
in or coinciding with the year, 


except that where the corporation carried on a non- 
qualifying business in the year, the references in this 
subparagraph to “active business” shall be read as 
references to “active business or a non-qualifying 
business” and the reference in clause (A) to “clause 
- (1)(a)(iii)(AY” shall be read as a reference to “clause 
(1.1)(a)Gii)(A)”s 
(j) “income or loss of a partnership” — “income or 
loss of a partnership” for a fiscal period from a business 
carried on in Canada means the aggregate of all amounts 
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each of whichis the share of the income or loss (deter- 
mined in accordance with subdivision j) of a person who 
was a member of the partnership from the business for 
the taxation year of the person in which the fiscal period 
ends or with which the fiscal period coincides; 


(k) “total income of a partnership” — “total income of 
a partnership” for a fiscal period means the amount, if 
any, by which 


(i) the aggregate of all:amounts each of which is an 
amount in respect of the partnership that is included 
by virtue of subdivision j as the income of a person 
who was a member of the partnership for the taxation 
year of the person in which the fiscal period ends or - 
with which the fiscal period coincides 


‘exceeds 


(ii) the aggregate of all amounts each of which is an 
amount in respect of the partnership that is included 
by virtue of subdivision j as the loss of a person who 
was a member of the partnership for the taxation year 
of the person in which the fiscal period ends or with 
which the fiscal period coincides; 


(1) “total loss of a partnership” — “total loss of a part- 
nership” for a fiscal period means the amount, if any, by 
which the amount determined in subparagraph (k)(1i) ex- 
ceeds the amount determined in subparagraph (k)(i); and 


(m) “associated group” — “associated group” in, a taxa- 
tion year means a group of corporations each member of 
which 


(i) is associated at any time in the year with every 
other member of the group, and 


(ii) is either a Canadian-controlled private corpora- 
tion or a corporation that was, at any time after Au- 
gust 15, 1983 and before the end of the year, a Cana- 
dian-controlled private corporation. 


(6.1) Cumulative deduction account — For the purposes of 
subparagraphs (6)(b)(iii) and (iv), where, at any time in a tax- 
ation year, a particular corporation has received a taxable div- 
idend from or paid a taxable dividend to another corporation 
as part of a transaction or event or a Series of transactions or 
events that resulted in a transfer of property in respect of 
which subsection (8.4) applies, the following rules apply: 


‘(a) the particular corporation shall be deemed not to have 
received or paid, as the case may be, the taxable divi- 
dend; and 


(b) the amount of tax under Part IV payable by the partic- 
ular corporation for the year and the amount of its divi- 
dend refund for the year in respect of the taxable divi- 
dend_ received or paid, as the case may be, shall be 
deemed to be nil. 


(6.2) Taxation years after 1982 — In computing the cumu- 
lative deduction account of a corporation for a taxation, year 
ending after 1982, the following rules apply: 


(a) the reference in clause (6)(b)(iii)(A) to “3” shall be 
read as a reference to “4/2” with respect to any dividend 
described in subclause (6)(b)(iii)(A)() that was paid to 
the corporation by another corporation’ where that other 
corporation was associated with the corporation at the 
time that it paid the dividend and where it carried on a 
non-qualifying business in Canada during its taxation 
year that included that time; and 


(b) the reference in clause (6)(b)(iv)(A) to “/” shall be 
read as a reference to “3/2” with respect to any dividend 
described in that clause that was paid by the corporation 
to another corporation, if that other corporation carried 
on a non-qualifying business in Canada during its taxa- 
tion year'in which it received the dividend. 
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(6.3) Determination of cumulative deduction account — 
Where a corporation (in this subsection referred to as the 
_ payer corporation”) has, at.any time after November 12, 
1981] and in its taxation year that ends in a particular calendar 
year, paid a dividend that is received by an associated corpo- 
ration (in this subsection referred to as the “recipient corpora- 
tion” in its taxation year that ends in another calendar year, 
for the purpose of determining the qualifying taxable divi- 
dends paid by the payer corporation and the cumulative de- 
duction accounts of the payer corporation and the recipient 
corporation after that time, 


(a) the dividend shall be deemed to have been paid by the 
payer corporation and received by the recipient corpora- 
tion on the first day of the calendar year following the 
calendar year in which the dividend was paid or, where 
the recipient corporation ceased to exist after March 1983 
and before that day, on the day before the recipient cor- 
poration ceased to exist, and the dividend shall be 
deemed not to have been paid or received on any other 
day; and 


(b) where tax under Part IV would (if it is assumed that 
no amount was claimed by the recipient corporation 
under paragraph 186(1)(c) or (d) for any year commenc- 
ing after March 1983) be payable by the recipient corpo- 
ration in respect of the dividend, that tax shall be deemed 
to be payable on the dividend in respect of the taxation 
year of the recipient corporation that includes the day re- 
ferred to in paragraph (a) and not to be payable on a divi- 
dend in respect of any other year. 


(7) Assumptions to be made — For the purposes of subpar- 
agraph (6)(c)(ii), assumptions shall be made, 


(a) in respect of any particular taxable dividend paid ina 
taxation year by a corporation to another corporation 
connected with it (within the meaning of subsection 
186(4)), that an amount equal to the proportion thereof 
referred to in paragraph 186(1)(b) is a portion of the divi- 
dend on which tax is payable by the other corporation 
under Part IV; and: 


(b) that no tax is payable under Part IV in respect of any 
portion not referred to in paragraph (a) of a taxable divi- 
dend that is paid by a corporation to another corporation 
with which the corporation 


(i) is not associated in the taxation year in which the 
dividend is paid, and 


(ii) 1s connected within the meaning of subsection 
186(4) at the time the dividend is paid 


unless a certified copy of the directors’ resolution re- 
ferred to in paragraph 186(1)(b.1) electing to pay tax on 
that portion has been filed with the return of income of 
the payer corporation for the year in which the dividend 
was paid. 


Subparas. 125(6)(b)(i), (ii.2), (iv)(iv.2), paras. 125(6)(c), (6.2)(b) 
and subsecs. 125(6.1), (6.3) substituted and para. 125(6)(m) added 
by 1984, c. 1, subsecs. 69(2)—(9). Subpara. 125(6)(b)(i), para. 
125(6,2)(b). and subsecs. 125(6.1), (6.3) as substituted, applicable 
for the purpose of computing cumulative deduction accounts for 
1982 et seq,; subpara. 125(6)(b)(iii.2) applicable to 1982 et Seq.; 
subparas. 125(6)(b)(iv)—(iv.2) applicable to 1982 et seq:, except that 
as to subpara. 125(6)(b)(iv) see under “Application — 1984, c. 1” 
below and as to subparas. (iv.1) and (iv.2) 


(a) for taxation years ending before 1983, subparagraph 
125(6)(b)(iv.1) shall be read as follows: 


“(iv.1) the amount, if any, of the specified reduction in 
the cumulative deduction account of the corporation for 
the year, and”, and 


(b) subparagraph 125(6)(b)(iv.2) is applicable to 1980 et seq. 
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Para. 125(6)(c) is applicable to 1983 et seq.; para. 125(6)(m) appli 
cable to 1983, except that for the purposes of subsection 125(8.5) 
subsection (6) is applicable to 1980 et seq. and, in its application t 
the 1980, 1981 and 1982 taxation years, paragraph 125(6)(m) shal 
be read as though subparagraph (ii) thereof read: 


“(ii) is a Canadian-controlled private corporation.” 


Subpara. 125(6)(b)(i) substituted to add “computed without refer 
ence to subsection (8.1)”; subpara. (iii.2) substituted to delete 
“(8.1)” located immediately before (8.4); subpara. (iv) former]; 
read: 


(iv) the aggregate of 
(A) % of the amount, if any, by which 


(I) the aggregate of all amounts each of which is a 
qualifying taxable dividend (other than the portion 
thereof referred to in subclause (B)(1)) paid by the 
corporation in the year 


exceeds 


(II) the amount, if any, by which 4 times the amount 
of its dividend refund for the year exceeds the 
amount determined under subclause (B)(II), and 


(B) “2 of the amount, if any, by which 


(I) the aggregate of all amounts each of which is the 
portion of a qualifying taxable dividend paid by the 
corporation in the year on which tax under Part II 
can reasonably be considered to be payable by the 
corporation 


exceeds 


(II) an amount equal to 4 times the lesser of the 
amount of its dividend refund for the year and 25% 
of the aggregate determined in subclause (1), 


Subpara. 125(6)(b)(iv.2) substituted to delete “or (8.6)” located im- 
mediately after “(8.5)”; subpara. 125(6)(c) formerly read: 
(c) “qualifying taxable dividends paid” — “qualifying taxa- 
ble dividends paid” by a corporation in a taxation year means 
the aggregate of 


(i) the taxable dividends paid before April 11, 1978 by 
the corporation in the year, 


(i1) all amounts-each of which was a taxable dividend 
paid after April 10, 1978 and before 1982 by the corpora- 
tion in the year, other than the portion. of any such divi- 
dend that was paid to a private corporation (other than a 
prescribed venture capital corporation) that was not at the 
time the dividend was paid associated with the corpora- 
tion and on which no tax was’ payable by the recipient 
thereof under Part IV, and. ‘7 


(iii) the taxable dividends paid after 1981 by the corpora- 

tion in the year to a Canadian-controlled private corpora- 
tion (in this subparagraph referred to as the “recipient 
corporation”) that was at the time! the dividend was paid 
associated with the corporation, other than the portion of 
any such dividend on which tax under Part IV was paid 
by the recipient corporation; 


Subsecs. 125(6.1), (6.3) and para. 125(6.2)(b) formerly read: 


(6.1) Cumulative deduction account — For the purposes of 
subparagraphs (6)(b)(iii) and (iv), where, at any time in a tax- 
ation year, 


(a) a particular corporation has received a taxable divi- 
dend from or paid a taxable dividend to another corpora- 
tion (other than a corporation that did not’deal at arm’s 
length with the particular corporation) as part of a trans- 
action or event or a series of transactions or events that 
resulted in a transfer of property in respect of which sub- 
section (8.4) applies, or 


(b) a particular corporation has received.a taxable divi- 
dend from or paid a taxable dividend to another corpora- 
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- tion as part of a transaction or. event or a series of trans- 
yo) actions or eyents that resulted in.a transfer of a business 
_or the disposition, issuance, redemption, acquisition or 


a corporation in respect of which subsection (8.1) applies 
or where the taxable.dividend was paid: or received in 
contemplation of;such a transaction or event or series of 

_ transactions or events or such a transfer, disposition, issu- 
ance, redemption, acquisition or cancellation, 


the following rules apply: 


'-(c) the particular corporation shall be deemed not'to have 
received or beri as pl case sone be, the taxable’ divi- 
»dend; and ! 


(d) the amount of tax under Part IV payable by the partic- 
ular corporation for the year and the amount of its divi- 
_. dend refund (within the meaning assigned by subsection 
129(1)) for the year in respect of the taxable dividend Te- 
ceived or paid, as the case may be, shall be deemed to be 
nil. 


(b) the reference in clause nC ORAS to cap shall be read 
as a reference to “*/2” with respect to any dividend described 
in subclause (6)(b)(iv)(A)(1) that was paid by the corporation 
to another corporation where that other corporation carried on 
a non-qualifying business in Canada during its taxation ene 
in which it received the dividend. 


(6.3) Determination of cumulative deduction account — 
Where a corporation (in this subsection referred to as the 
“payer corporation”) has, at any time after November 12, 
1981 and in its taxation year that ends.in a particular calendar 
_year, paid a dividend that is received by an, associated. corpo- 
ration (in this subsection referred to as the “recipient corpora- 
tion”) in its taxation year that ends in another, calendar year, 
for the purpose of determining the cumulative deduction, ac- 
count of the payer corporation and. the recipient corporation 
after that time, 


(a) the diyidend shall be deemed to ee been paid by oe 
payer corporation and received by the recipient corpora- 

tion on the first day of the calendar year following the 
particular calendar year in which the dividend was paid; 
and 


(b) where tax “Ahle Part IV was paid - the recipient cor- 
poration in respect of the dividend or where the dividend 
resulted in a dividend refund (within the meaning as- 
signed by subsection 129(1)) to the payer corporation, 
such tax or dividend refund shall be deemed to have been 
paid or received, as the case may be, on the first day of 
the calendar year following the particular calendar year. 


Application — 1984, c. 1 — Subsec. 69(11) provides that where a 
corporation has a taxation year part of which is before 1982 and part 
of which is after 1981, the amount’ determined under subparagraph 
125(6)(b)(iv) as amended by subsec. 69(4) of 1984,,c. 1, shall be 
computed as if that subparagraph read as follows; 
(iv) 4/3 of the amount, if-any, by which the aggregate of 
, (A) the 1981 qualifying taxable dividends paid, 

(B) the 1982 qualifying taxable dividends paid, and 

(C), the aggregate of all amounts each of which, is deemed 

by paragraph 15.1(2)(c) to be,a qualifying taxable divi- 

dend paid bythe corporation in. the year 


exceeds 4 times its qualifying dividend refund for the year, 
and for the purposes of this application subsection, 


(a) “1981 qualifying taxable dividends paid” by 2 corporation in 
a taxation year means the amount, if any, by which the aggre- 
gate-of all amounts each of which is a taxable-dividend paid by 


cancellation of one or more shares of the capital stock of 


| sofial services business” by 1980-81-82-83, c. 


8.125) 


the corporation in the year and before 1982 exceeds the amount, 
if any, by which the lesser of 


(i), the aggregate of all amounts ‘each.of which is a taxable 
dividend paid-by the:corporation in the year and before 
1982 to a particular corporation that was, at the time the 
dividend was paid, a private corporation (other than a ven- 
ture capital corporation as prescribed for the purposes of 
paragraph 125(6)(a)) that was connected (within the mean- 
ing assigned by subsection 186(4)), but not associated, with 
the corporation, and | 


(ii) the amount, if any, by which the aggregate of all 
amounts each: of: which: is a taxable dividend paid by the 
corporation in the year-to the particular corporation exceeds 
an amount equal to that proportion of.4 times:the: corpora- 
‘n-tion’s dividend refund for the year that:the aggregate of all 
--o amounts, each of which is a taxable dividend: paid by the 
corporation.in the:year to the:particular corporation:is of the 
aggregate of all taxable dividends. paid by: the: Penerenon 

in the. year 


exceeds 


(iii) the aggregate of all amounts each of which is a taxable 

“dividend paid by the corporation in the year fo the particu- 
Jar corporation’ on which the particular corporation has 
elected to pay Part IV tax pursuant to paragraph 
186(1)(b.1); 


(b) “1982 qualifying taxable dividends paid” By a corporation 
in a taxation year means the amount, if any, by which the aggre- 
gate of all amounts each of which is‘a taxable dividend paid by 
the corporation in the year and after 1981 to a Canadian-con- 
trolled private corporation that was associated with the corpora- 
tion at the time the ‘dividend was paid exceeds an amount equal 
‘to that proportion of 4 times the ee s dividend refund 
that 


(i) the aggregate of all amounts each of which is a taxable 
dividend paid by the corporation in the year and after 1981 
to a Canadian-controlled private corporation that was asso- 
-ciated: with the corporation at the time. the dividend was 
paid i 
‘is of 

(ii) the aggregate of all taxable dividends paid by the corpo- 
ration in the year and after 1981; and 


(c) “qualifying dividend refund for,the year” means the amount, 
if any, by which the corporation’s dividend refund for the year 
exceeds '/4 of the aggregate of all taxable dividends paid by the 
corporation in the year‘and after 1981 other than such dividends 
as are 1982 qualifying taxable dividends paid. 


Paras. 125(6)(c), (d), (g), subparas. 125(6)(b)(iii), (iii.1), Gv), Civ.1), 
the portion of subpara. 125(6)(i)(i) preceding-cl..(A) thereof, and the 
portion of subpara. 125(6)(i)(ii) preceding cl. (A) thereof, substi- 
tuted; para. 125(6)(g.1), subpara. 125(6)(b)(iv.2) and subsecs, 
125(6.1)-(6.3) added; and para. 125(6)(f) amended by adding im- 
mediately after subpara. (iii) thereof, “but doés not include a per- 
140, subsecs. 
86(1)—(12).'For application rules see below under “Application — 
1980-81-82-83, c. 140”. The substituted provisions formerly read: 


(iii) /3 of the amount) if any, by which the aggregate of 
amounts deductible under section 112 or subsection 
113(1) from the corporation’ $ income for the year ex- 
ceeds 4 times the amount of the tax under Part IV paya- 
ble by the corporation for the year, and 


(iti.1) the amount, if any,.of the specified addition to the 
_ cumulative: deduction account of the, corporation for the 
year 
(iv) %3 of the amount, if any, by which the aggregate of 


the qualifying taxable dividends paid by the. corpor ation 
in the year exceeds,4 times its dividend refund (within 
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the meaning assigned by subsection 129(1)) for the year, 
and 


(iv.1) the amount, if any, of the specified reduction in the 
cumulative deduction account of the corporation for the 
year 


sh eee 


(c) “qualifying taxable dividends paid” by a corporation in a 
year means the aggregate of 


(i) the taxable dividends paid by the corporation in the 
year and before April 11, 1978, and 


(ii) all amounts each of which is a taxable dividend paid 
by the corporation in the year and after April 10, 1978 
other than the portion of any such dividend that is paid to 
a private corporation (other than a prescribed venture 
capital corporation) that is not associated with the corpo- 
ration and on which no tax is payable by the recipient 
thereof under Part IV; 


(d) “active business” carried on by a corporation in a taxation 
year means the business of manufacturing or processing prop- 
erty for sale or lease, mining, operating an oil or gas well, 
prospecting, exploring or drilling for natural resources, con- 
struction, logging, farming, fishing, selling property as a prin- 
cipal, transportation or any other business carried on by the 
corporation other than a specified investment business or a 
non-qualifying business; 


(g) “income of the corporation for the year” from a non-quali- 
fying business means the income of the corporation from a 
non-qualifying business carried on by it, including any in- 
come pertaining to or incident to that business and amounts 
deemed by subsection 129(6) to be income from a non-quali- 
fying business, but does not include income for the year from 
a source in Canada that is a property (within the meaning as- 
signed by subsection 129(4.1)); 


(i) in respect of a partnership of which it was a member 
(other than a partnership to which the corporation was 
joined in the year) means that proportion. of $150,000 
that 


(ii) in respect of a group of connected partnerships means 
that proportion of $150,000 that 


Application — 1980-81-82-83, c. 140 — Subparas.. 125(6). (b)(iii), 
(iii.1), (iv), and (iv.1), are applicable to 1982 et seq. except that for 
taxation years ending before 1983: 


(a) subpara. 125(6)(b)(iii.1) shall be read as follows: 


“(ii.1) the amount, if any, of the specified addition to the 
cumulative deduction account of the corporation for the 
year,” and 


(b) subpara. 125(6)(b)(iv.1) shall be read as follows: 


“(v.1) the amount, if any, of the specified reduction in 
the cumulative deduction account of the corporation for 
the year, and”. 


Para. 125(6)(c) is applicable with respect to taxable dividends paid 
after 1981; para. 125(6)(d), the amendment to para. 125(6)(f) and 
paras. 125(6)(g) and (g.1) are applicable to taxation years com- 
mencing after November 12, 1981; the portion of subpara. 
125(6)(i)(i) and the portion of subpara. 125(6)(i)(ii) preceding cl. 
(A) of each, are applicable with respect to fiscal periods of partner- 
ships coinciding with, or ending in, the 1982 and subsequent taxa- 
tion years of corporations; subsecs. 125(6.1)—(6.3) are applicable for 
the purpose of computing cumulative deduction accounts of corpo- 
rations for 1982 et seq. 


Paras. 125(6)(a), (h), subparas. 125(6)(c)(ii), (f)(iii) substituted, pa- 
ras. 125(6)(i)-(1) added by 1980-81-82-83, c¢. 48, subsecs. 
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70(3)-(6), applicable, as to para. 125(6)(a); to 1979 et seq., as to 
subpara. 125(6)(c)(ii), to taxation years ending after April 10, 1978, 
as to paras. 125(6)(i)-(1), with respect to fiscal periods of partner- 
ships commencing after December 11, 1979, and, as to subpara. 
125(6)(f)(iii) and para. 125(6)(h), to taxation years commencing af- 
ter 1979 in respect of corporations in existence on October 23, 1979 
and to taxation years commencing after October 23, 1979 in any 
other case. Para. 125(6)(a), subparas. 125(6)(c)(ii), (f)Gii) and para, 
125(6)(h) formerly read: 


(a) “Canadian-controlled private corporation” means a private 
corporation that is a Canadian corporation other than a corpo- 
ration controlled, directly or indirectly in any» manner 
whatever, by one or more non-resident persons, by» one or 
more public corporations or by any combination thereof: 


(ii) all amounts each of which is a taxable dividend paid by 
the corporation in the year and after April 10, 1978 other than 
the portion of any such dividend that is paid to a private cor- 
poration that is not associated (within the meaning of section 
256) with the corporation and on which no tax is payable by 
the recipient thereof under Part IV; 


(ili) a business the principal purpose of which is to provide 
managerial, administrative, financial, maintenance or other 
similar services, including the leasing of property, to one or 
more businesses connected at any time in the year with the 
corporation; 


(h) “specified investment business” carried on by a corpora- 
tion in a taxation year means a business (other than the busi- 
ness of leasing property other than real property) the principal 
purpose of which is to derive income from property, unless 
the corporation employs in the business throughout the year 
more than five full-time employees who are ‘not specified 
shareholders of the corporation or persons related thereto. 


All that portion of subsec. 125(6) preceding para. (a), para. 
125(6)(b) substituted, paras. 125(6)(d)—-(h) added by 1979, c. 5, sub- 
secs. 38(4), (5), (6), applicable to taxation years commencing after 
1979 in respect of corporations in existence on October 23,1979 
and to taxation years commencing after October 23, 1979 in any 
other case (see also “Application — 1979, c. 5”). The substituted 
portion and para. formerly read: 


(6) In this section, 


(b) “cumulative deduction account” of a corporation at 
the end of any taxation year means the amount, if any, by 
which the aggregate of 


(i) the corporation’s cumulative deduction account at 
the end of the immediately preceding taxation year, 


(ii) the amount, if any, by which the corporation’s 
taxable income for the taxation year exceeds 4 times 
the least of the amounts determined under subpara- 
graphs 129(3)(a)(i) to (iv) in respect of the corpora- 
tion for the year, 


(ii) “3 of the amount, if any, by which the aggregate 
of amounts deductible under section 112 or subsec- 
tion 113(1) from the corporation’s income for the 
year exceeds 4 times the amount of the tax under 
Part IV payable by the corporation for the year 


exceeds 


(iv) 4/ of the amount, if any, by which the aggregate 
of the qualifying taxable dividends paid by the cor- 
poration in the year exceeds 4 times that proportion 
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of its dividend refund (within the meaning assigned 
by subsection 129(1)) for the-year that 


(A) the aggregate of the qualifying taxable divi- 
dends paid by it in the year 
is. of. 


(B) the aggregate of sins taxable aligndends paid 
by it in the year; and 


Application — 1979, c. 5 —Subsecs. 38(9), (10) provide as 
follows: | 


(9) Subsection (5) is applicable for the purposes of computing 


the cumulative deduction account of a corporation at the end of 


any taxation year ending after October 23, 1979 except that 
subparagraph 125(6)(b)(iv) of the Act, as amended, by deleting 
the reference toa proportion of a dividend refund, by subsec- 
tion (5) of this section, is applicable for the purpose of comput- 
ing the cumulative deduction account ‘of a-corporation at the 
end of | any taxation year ending after November 16, 1978. 


(10) For the purposes of paragraph 70(1 1)(c) (now 70(12)) of 


the Act, as amended by subsection 23(2) of this Act; the defini- 
tions “active business”, “non-qualifying business” and “speci- 
fied investment business” in subsection 125(6) of the said Act, 
as enacted by subsection (6) of this section, are applicable after 
May 25, 1978... 
Subpara. 125(6)(b)(iv) substituted, para. 125(6)(c) and subsec. 
125(7) added by 1977-78, c. 32, subsecs. 32(1), (2), applicable in 
computing the cumulative deduction account of a corporation at any 
time after April 10, 1978. Subpara. 125(6)(b)(iv) formerly read: 


(iv) “4 of the amount, if any, by which the amount of taxable 
dividends paid by the corporation in the year exceeds 4 times 
its dividend refund (within the meaning assigned by. subsec- 
tion 129(1)) for the year. 


Para. 125(6)(b) substituted by, 1977-78,.c. 1, subsec. 59(1),.applica- 
ble to 1978, et seq. (see also,under, “Application — 1977-78, c. 1”). 
Para. 125(6)(b) formerly read: 


(b) “cumulative deduction account” of a aa AebntSe at the 
end of any taxation year means the amount, if any, by. which 
the aggregate of 


_(i) the corporation’s taxable incomes for taxation years 
commencing after 1971 and ending not later than the end 
of the particular year, and 


(ii) 44 ‘of the amounts deductible under section 112 or 
subsection -113(1). from the» corporation’s incomes for 
those years Teta 
exceeds the aggregate of 

(iii) */ of the taxable dividends paid by the corporation in 
those years, and 
(iv) 4 times the amount, if any, ig which the corpora- 
tion’s: refundable dividend. tax. on hand, (within the mean- 
ing assigned by subsection 129(3)),at the end of the par- 
ticular year exceeds its dividend, refund (within the 
meaning assigned by subsection 129(1)) for the particular 
year. 

Application — 1977-78, c. 1 — Subsecs. 59(3), (4) provide as 

follows: . 


(3) Where a corporation has a taxation year part.of which is 
before 1978, and part of which is after 1977, the following 
rules apply: 


(a) the ‘amount’ determined under ) subparagraph 
125(6)(b)(iii) of the said Act, as amended by this section, 
be computed as if the phrase “4 times the amount of the 
tax under Part IV payable by the corporation for the 
year” read as “the aggregate of 3 times’ the amount of the 
tax under Part IV payable on dividends received by the 
corporation in the year and before. 1978 ané 4 times the 
amount of ‘the tax payable under Part IV on dividends re- 
ceived by the corporation in the year and after 1977”; and 
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(b): the’ amount determined under ' subparagraph 
125(6)(b)(iv) of the said Act, as amended by this section, . 
shall. be, computed. as. ifthat. subparagraph, read: 


“(iv) 4/3 of the amount that is the aggregate of 


. _(A).the-amount, if any, by which the aggregate 

__of taxable dividends paid by the corporation in 
the year and before 1978, exceeds 3 times its 
dividend refund (within the meaning assigned by 
subsection 129(1)) for the year, and 


(B) the amount, if any, by which the aggregate 
of taxable dividends paid by the corporation in’ - 
‘the year and after 1977, exceeds 4 times the 
amount, if any, by. which. its. dividend refund 

(within. the. meaning assigned by subsection 
-129(1)) for the year exceeds '/3 of the aggregate 

of taxable dividends paid by the corporation in 

the year and before 1978.” 


(4) For the purpose of determining a corporation’s cumulative 
deduction, account. at the end of its 1978 taxation year or, 
where it has more than one taxation year.ending in 1978, the 
first of those years, subparagraph 125(6)(b)(i) shall read as 
follows: 


(i) the corporation’s cumulative deduction account at 
the end.of its last taxation yearending in 1977. within 
the meaning of this Act as it readin its application to 
the wi aa be s 1977-taxation year,” 


(8) [Repealed under former Act}. 


Pre-RSC History: Subsec. 125(8) repealed by 1984, c. 45, s. 40, 
applicable to 1985 et seq, Subsec. 125(8) formerly read: 


(8) Rules’ applicable — Where any particular amount paid 
or payable to a corporation (in this subsection referred to as 
the’ “recipient corporation”) by another corporation’ (in this 
subsection referred to as the “associated corporation”) with 
which the recipient corporation was associated in any particu- 
lar taxation year would otherwise be included. in computing 
the income of, the recipient corporation for the particular year 
from.a non-qualifying business, the following rules: apply: 


(a) in computing the recipient corporation’s income for 
the year from a non-qualifying business 


(i) there shall: not. be included. any portion, (in. this 
_ subsection referred to as, the “‘specified portion”). of 

the particular amount that was or may, be deductible 

in computing the income of the, associated corpora- 

tion for any taxation year from an active business 
‘carried on by it in Canada, and 


(ii) no deduction shall be made in respect of any out- 
lay or expense, to the extent that that outlay or ex- 
pense may. reasonably be regarded as having been 
made or incurred by the recipient corporation for the 
purpose of gaining or producing the: specified 
portion; 


(b) the specified portion shall be deemed to be income of 
the tecipient corporation for the particular year from car- 
rying on an active business in Canada and the recipient 
corporation shall be deemed not to have carried on’a non- 
qualifying business with ‘respect to such income; and 


(c), any outlay or expense, to the extent described in sub- 

paragraph (a)(ii), shall be deemed to have been. made or 

incurred. by, the recipient corporation for the purpose of 
gaining or producing that income. 


Para: 125(8)(b) substituted by 1980-81-82- 83, c. 48, subsec. 70(7), 
applicable to taxation years commencing after 1979 in respect of 
corporations in existence on October 23, 1979 and to taxation years 
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commencing after October 23, 1979 in any other case. Para. 
125(8)(b) formerly read: 


(b) the specified portion shall be deemed to be income of the 
recipient corporation for the particular year from carrying on 
an active business in Canada; and 


Subsec. 125(8) added by 1979, c. 3, subsec. 38(7), applicable to tax- 
ation years commencing after 1979 in respect of corporations in ex- 
istence on October 23, 1979 and to taxation years commencing after 
October 23, 1979 in any other case. 


(8.1) [Repealed under former Act] 


Pre-RSC History: Subsec. 125(8.1) repealed by 1984, c. 45, s. 40, 
applicable to 1985 et seq. Subsec. 125(8.1) formerly read: 


(8.1) Adjustments to the cumulative: deduction ac- 
count — Notwithstanding any other provisions of this Act, 
where, as a result of a transaction or event or a series of trans- 
actions or events, 


(a) a corporation ceases to be associated with another 
corporation, or 


(b) a business of a corporation is transferred either di- 
rectly or indirectly to another corporation, 


and it may reasonably be considered that one of the main rea- 
sons therefor is to effect an increase in the amount that, but 
for the transaction or event or series of transactions or events, 
would otherwise be deductible under subsection (@) ofi(1.1), 
the cumulative deduction account of any corporation for its 
taxation year immediately preceding any taxation year in 
which all or a portion of the increase would otherwise be de- 
ductible by it (and for the purposes of this section, the corpo- 
ration shall, where it had no such immediately preceding tax- 
ation year, be deemed to have had such a year) shall be 
deemed to be the aggregate of its cumulative deduction ac- 
count at the end of that preceding year, computed without ref- 
erence to this subsection, and an amount equal to the amount 
required to eliminate the increase in respect of the corporation 
for the year. 


Subsec. 125(8.1) substituted by 1984; c. 1, subsec. 69(10), applica- 
ble for the purpose of computing cumulative deduction accounts of 
corporation for 1982 et seg., except that subsection 125(8.1) does 
not apply where the increase referred to therein arose as a result of a 
transaction or event that occurred before April 6, 1983, or as part of 
a series of transactions or events that commenced before that date; 
subsec. 125(8.1) formerly read: 


(8.1) Adjustments to the cumulative deduction ac- 
count — Where, at any time, as part of a transaction or event 
that occurred after December 1, 1982 or a series of transac- 
tions or events that commenced after December 1, 1982, 


(a) a business of a corporation (in this subsection referred 
to as the “business corporation”) has been transferred, ei- 
ther directly or indirectly, to a person (in this subsection 
referred to as the “transferee”) with whom the business 
corporation did not deal at arm’s length at the time of the 
transfer and a result of the transfer is that the total! 
amount that may be deducted under this section in a taxa- 
tion year in respect of income derived from that business 
is or may be increased, 


(b) one or more shares of the capital stock of a corpora- 
tion (in this subsection referred to as the “transferred cor- 
poration”) have been disposed of by a shareholder or is- 
sued by the transferred corporation and a result of the 
disposition or issuance is that the total amount that may 
be deducted under this section in’a taxation year by any 
corporation with respect to its income derived from car- 
rying on any business is or may be increased, or 


(c) one or more shares of the capital stock of a corpora- 
tion (in this subsection referred to as the “redeeming cor- 
poration”) have been redeemed, acquired: or cancelled 
(otherwise than as part of a transaction or event or a se- 
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ries of transactions or events that result in a transfer of 
property in respect of which subsection (8.4) applies by 
the redeeming corporation and a result of the redemption, 
acquisition or cancellation is that the total amount that 
may be deducted under this section in a taxation year by 
any corporation with respect to its income derived from 
carrying on any business is or may be increased, 


the following rules apply: 


(d) in the case of a transfer of a business in circumstances 
described in paragraph (a), there shall, at the end.of the 
transferee’s taxation year immediately preceding its taxa- 
tion year that included the time of the transfer (and for 
the purposes of this section the transferee shall be 
deemed to have had such a taxation year even though 
such a year did not exist), be added in computing its. cu- 
mulative deduction account such portion of the amount 
of the cumulative deduction account of the business cor- 
poration at the end of its taxation year that included the 
time of the commencement of the transaction or event or 
series of transactions or events that resulted in the trans- 
fer as may reasonably be attributed to the income derived 
from that business; 


(e) in the case of a disposition or issuance of one or more 
shares in circumstances described in. paragraph (b), 
where a result thereof is that the transferred corporation’ 
or the new corporation (where there has been an amalga-. 
mation, within the meaning assigned by subsection 87(1), ~. 
of a transferred corporation) will cease to be associated, ~ 
without ceasing to not deal at arm’s length, with any 
other corporation (in this paragraph referred to as a “fot- 
mer associated corporation”), there shall be added in 
computing the cumulative deduction account of any for- 
mer associated corporation (but not in respect of moré 
than one such corporation) at the end of its taxation year” 
that included the time of the disposition or issuance, the 
amount of the cumulative deduction account of the trans- 
ferred corporation at the end of its taxation year that in- 
cluded that time; 


(f) in the case of a redemption, acquisition or cancellation 
of one or more shares in circumstances described in para- 
graph (c), where a result thereof is that the redeeming 
corporation will cease to be associated, without ceasing 
to not deal at arm’s length, with any other corporation (in 
this paragraph referred to as a “former associated corpo- 
ration’), there shall be added in computing the cumula- 
tive deduction account of any former associated corpora- 
tion (but not in respect of more than one such 
corporation) at the end of its taxation year that included 
the time of the redemption, acquisition or cancellation, 
the amount of the cumulative deduction account of the 
redeeming corporation at the end of its taxation year that 
included that time; and : 


(g) where, by virtue of paragraph (e) or (f) or this para- 
graph, an amount has been added in computing the cu- 
mulative deduction account of a corporation (in this para-__ 
graph referred to as the “former associated corporation”) 
and that former associated corporation ceases, at any par- 
ticular time, to be associated with any corporation (in this 
paragraph referred to as the “continuing corporation”) as 
a result of a disposition, issuance, redemption, acquisi- 
tion or cancellation of one or more shares of the capital 
stock of the former associated corporation in respect of 
which ‘this subsection would not apply if this subsection 
were read without reference to this paragraph, there shall 
be added in computing the cumulative deduction account 
of the continuing corporation (but not-in respect of more 
than one such continuing corporation) at the end of its 
taxation year that included the time of such disposition, 
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issuance, redemption, acquisition or cancellation, an 
amount equal to the lesser of 


(i) the aggregate of all amounts each of which is an 
amount that was added in computing the cumulative 
deduction account of the former associated corpora- 
tion. by virtue of paragraph (e) or (f) or this para- 
graph, and. 


(ii) the aggregate of 


(A) the amount of the cumulative deduction ac- 
count of the former associated corporation at the 
end of its taxation year that included the time of 
such disposition, issuance, redemption, acquisi- 
tion or cancellation, and 


(B) the aggregate of all amounts each of which is 
an amount deducted by the former associated 
corporation under paragraph (6)(b)(iv). in. com- 
puting its cumulative deduction account in. taxa- 

. tion years commencing after its last taxation year 
in which an amount was added, by virtue, of par- 
agraph (e) or (f) or this paragraph, in computing 
its cumulative deduction account and ending on 
or before the end of its taxation year, that in- 
cludes the time of such disposition, issuance, re- 
demption, acquisition or cancellation that is at- 
tributable to dividends paid by it to a person 
other than the continuing corporation or a corpo- 
ration that is associated with the continuing cor- 
poration at that particular time. 
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. the transferor has ceased to exist at the time of such dis- 
position, issuance, redemption, acquisition or cancella- 
tion, it shall be deemed to have been in existence at that 
time and to have had at that time a cumulative deduction 
account that was its cumulative deduction account at the 
end of its taxation year that included the time of the 
transfer of the business; 


(b) where, at any time after December 1, 1982, there has 
been a transfer of a business, in respect of which subsec- 
tion (8.1) did not apply, by a corporation (in this para- 
graph referred to as the “transferor’”) to another corpora- 
tion (in this paragraph referred to as the “transferee’”’) 
with which it did not deal at arm’s length and the transfer 
of the business is followed by. a disposition, issuance, re- 
demption, acquisition or cancellation of one or more 
shares of the capital stock of the transferor to which sub- 
section (8.1) does not apply (otherwise than in the course 
of a winding-up to which subsection 88(1) applies) and a 
result of the disposition, issuance, redemption, acquisi- 
tion or cancellation is that the transferor will cease to be 
associated with the transferee, paragraph (8.1)(d) shall 
apply to the transfer of the business as if the business was 
transferred to the transferee on the first day of its taxation 
year immediately following its taxation year that in- 
cluded the time of such disposition, issuance, redemp- 
tion, acquisition or cancellation; 


(c) where a particular corporation was not in existence at 
the time of a transfer of a business or at the time of a 
disposition, issuance, redemption, acquisition or cancel- 
lation of one or more shares of the capital stock of any 


Subsec. 125(8.1) added by 1980-81-82-83, c. 140, subsec. 86(13), 
applicable for the purpose of computing cumulative deduction ac- 
counts of corporations for 1982 et seq. 


(8.2) [Repealed under former Act] 


Pre-RSC History: Subsec. 125(8.2) repealed by 1984, c. 45, s. 40, 
applicable to 1985 et seg. Subsec. 125(8.2) formerly read: 


corporation, in determining whether the particular corpo- 
ration dealt at arm’s length with any other corporation at 
that time, 


(i) the particular corporation shall be deemed to have 
been in existence at that time, and 


(ii) the persons who were its shareholders immedi- 
ately before the commencement of the transaction or 
event or series of transactions or events referred to in 
subsection (8.1) shall be deemed to be its sharehold- 
ers at the time of such transfer, disposition, issuance, 
redemption, acquisition or cancellation; and 


(8.2) Idem — Where an adjustment to the cumulative deduc- 
tion account of a corporation is required pursuant to subsec- 
tion (8.1) in order to eliminate an increase referred to in that 
subsection for a taxation year and all or a portion of the in- 
crease could be eliminated for the year by adjustments in re- 
spect of one or more other corporations, the increase may be 
eliminated in such manner as the corporations agree, and 
where they fail to notify the Minister of their agreement on 
the request of the Minister and within a reasonable time 
thereof, the increase shall be eliminated in such manner as 
may be determined by the Minister in order to give effect to 
that subsection. 


Subsec. 125(8,2) substituted by 1984, c.. 1, subsec. 69(10), applica- 
ble for the purpose of computing cumulative deduction accounts of 
corporations for 1982 et seg. Subsec. 125(8.2) formerly read: 


(d) where it may reasonably be considered that one of the 
principal purposes of one or more transactions or events 
or series of transactions or events was to cause persons to 
deal at arm’s length so as to render subsection (8.1) inap- 
plicable with respect to a transfer of a business, a disposi- 
tion or issuance of one or more shares of the capital stock 
of a corporation, or the redemption, acquisition or cancel- 
lation by a corporation of one or more shares of its capi- 
tal stock, such persons shall be deemed not to deal with 
each other at arm’s length. 


(8.2) Idem — For the purposes of subsection (8.1), Subsec, 125(8.2) added by 1980-81-82-83, c. 140, subsec. 86(13), 


(a) where, at any time after December 1, 1982, there has 
been a transfer of a business, in respect of which subsec- 
tion (8.1) did not apply, by a corporation (in this para- 
graph referred to as the “transferor”) to another corpora- 
tion (in this paragraph referred to as the “transferee”) 
with which it did not deal at arm’s length and the transfer 
of the business was followed by a disposition, issuance, 
redemption, acquisition or cancellation of one or more 
shares of the capital stock of the transferee to which sub- 
section (8.1) applied, paragraph (8.1)(d) shall apply to the 
transfer of the business as if the business was transferred 
by the transferor on the first day of the taxation year of 
the transferee immediately following the transferee’s tax- 
ation year that included the time of such disposition, issu- 
ance, redemption, acquisition or cancellation and, where 
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applicable for the purpose of computing cumulative deduction ac- 
counts of corporations for 1982 et seq. 


(8.3) [Repealed under former Act] 


Pre-RSC History: Subsec. 125(8.3) repealed by 1984, c. 45, s. 40, 
_applicable to 1985 et seq. Subsec. 125(8.3) formerly read: 


(8.3) Idem — Where a corporation (in this subsection re- 
ferred to as the “transferor”) has ceased to carry on a business 
and another corporation (in this subsection referred to as the 
“transferee”) has commenced to carry on that business, for 
the purposes of subsection (8.1) the transferor shall be 
deemed to have transferred the business to the transferee at 
the time that the transferee commenced to carry on that 
business. 


S. 125(8.3) ~ Income Tax Act, Part I, Div. E 


Subsec. 125(8.3) substituted by 1984, c. 1, subsec:'69(10), applica- | apply. with respect to a transfer of property in the course of a series 
ble for the purpose of computing: cumulative deduction accounts of | of transactions or events 


corporations for 1982 et seg. Subsec. 125(8.3) formerly read: 


(8.3) Idem — Where, after December 1, 1982 a corporation 
(in this subsection referred to as the “transferor”) has ceased 
to carry on a business and another corporation (in this subsec- 
tion referred to as the “‘transferee”) with which it did not deal 
at arm’s length commenced to carry on that business, for the 
purposes of subsection (8.1) the transferor shall be deemed to 
have transferred the business to the transferee ‘at the time that 
the transferee commenced. to carry.on that business. 


Subsec. 125(8.3) added by 1980-81-82-83, c. 140, subsec. 86(13), 
applicable for the purpose of computing cumulative deduction ac- 
counts of corporations for 1982 er seq. 


(8.4) [Repealed under former Act] 


Pre-RSC History: Subsec. 125(8.4) repealed by 1984, c. 45, s. 40, 
applicable to 1985 et seg. Subsec. 125(8:4) formerly read: 


(8.4) Idem — Where, at any time in a taxation year of a cor- 
poration (in this subsection referred to as the “transferee’’), 
property of another corporation (in this subsection referred to 
as the “transferor”) has been transferred to the transferee in 
the course of a series of transactions or events described in 
paragraph 55(3)(b) (in this subsection referred to as the 
“transfer transactions”) that commenced after November 12, 
1981, there shall be added, to the amount of the cumulative 
deduction account of the transferee at the end of its taxation 
year immediately preceding its taxation year that included the 
time of the transfer (and for the purposes of this section, the 
transferee shall, where it had no such immediately preceding 
taxation year, be deemed to have had such a year) the 
amount, if any, by which 


(a) that proportion of the amount of the cumulative de- 
duction account of the transferor that 


(i) the fair market value of the property immediately 
_ before. the commencement of the transfer 
transactions 


is of 
(ii) the fair market value of all the property of the 
transferor immediately before such commencement 


exceeds 


(b) 4 times the amount of the tax, if any, payable for the 
year under paragraph 186(1)(a) by the transferee or the 
shareholder of the transferee, as the case may be, that 
may reasonably be attributed to a dividend received in 
the year in the course of the transfer transactions, 


and, for the purposes of this subsection, the amount of the 
cumulative deduction account of the transferor shall be 
deemed to be an amount equal to the aggregate of 


(c) the amount of the cumulative déduction account of 
the transferor at the end of its taxation year immediately 
preceding its taxation year in which the transfer transac- 
tions commenced; and 


(1) that commenced before December 2, 1982 unless the trans- 
feror and the transferee so agree, and... 


(2) that commenced after December 1,'1982 and before April 6, 
1983 unless the transferor and the transferee so agree and were 
not dealing with each other at arm’s length atthe time of the 
transfer. 


Subsec. 125(8.4) formerly read: 


(8.4) Idem -—— Where, at any time ina taxation year of a cor- 
poration (in this subsection referred to as. the “transferee”), 
property of another corporation (in this subsection referred to 
as the “transferor”) has been transferred to the transferee as 
part of a transaction or event or a series of transactions or 
events to which subsection 55(2) would, but for paragraph 


~ 55(3)(b), apply that commenced after December 1, 1982 (in 


this subsection referred to as the “transfer transactions”) and 
the transferor and transferee were dealing at’ arm’s length at 
that time, there shall be added to the amount of the cumula- 
tive deduction account of the transferee at the end of its taxa- 
tion year immediately preceding its taxation year that in- 
cluded the time of the transfer (and for the purposes of this 
section it shall be deemed to have had such a taxation year 
even though such a year did not exist) the amount, if any, by 
which 

(a) that proportion of the amount of the cumulative de- 

duction account of the transferor that 


(i) the fair market value of the property immediately. 
before the commencement of the transfer 
transactions 


is of 
(ii) the fair market value of all the property of the 
transferor at the time referred to in subparagraph (i) 


exceeds 


(b) four times the amount of tax, if any, payable by the 
transferee or the shareholder of the transferee, as the case 
may. be, for the year under paragraph 186(1)(a) that may 
reasonably be attributed to a dividend received in the 
year, in the course of the transfer transactions, 


and for the purposes of this subsection, the amount of the cu- 
mulative deduction account of the transferor shall be deemed 
to be an amount equal to the aggregate of 


-(c) the amount of the cumulative deduction account of 
the transferor at the end of its taxation year immediately 
preceding its taxation year in which the transfer transac- 
tions commenced, and Peas 


(d) the aggregate of all amounts each of which is the 
amount of the transferor’s taxable income derived from _ 
carrying on an active business or non-qualifying business 
for each taxation year ending in the period starting at the 
beginning of its taxation year that includes the time of 
commencement of the transfer transactions and ending at 

the end of its taxation year that includes the time of com- 
pletion of the transfer transactions. 1G 


Subsec. 125(8.4) added by 1980-81-82-83, ¢. 140, subsec. 86(13), 


(d) the aggregate of all amounts each of which is the applicable for the purpose of computing cumulative deduction ac- 


amount of the transferor’s taxable income derived from counts of corporations for 1982 er seq. 

carrying On an active business or non-qualifying business 

for each taxation year ending in the period starting at the (8.5) [Repealed under former Act] 

beginning of its taxation year that includes the time of Pre-RSC History: Subsec. 125(8.5) repealed by 1984, c. 45, s. 40, 
commencement of the transfer transactions and ending at applicable to 1985 et seg. Subsec. 125(8.5) formerly read: 


the end of its taxation year that includes the time of com- 
pletion of the transfer transactions. 


Subsec. 125(8.4) substituted by 1984, c. 1, subsec. 69(10), applica- 
ble for the purpose of computing cumulative deduction accounts of 
corporations for 1982 et seq., except that subsec. 125(8.4) does not 
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(8.5) Idem — Where a corporation (in this subsection re- 
ferred to as the “payer”) that is a member of an associated 
group in a particular taxation year pays a dividend in the par- 
ticular taxation year to another member of the group (in this 
subsection referred to as the “recipient’’), there shall be de- 


———— 


Subdiv. b — Computation of Tax: Corporations 


S. 125(9) 


ducted from the cumulative deduction account of the recipi- duction accounts ‘of an yaaa for 1982 et seg. Subsec. 125(8.6) 
ent at the endof its taxation year in which the dividend was formerly: read: 


paid an amount equal. to the lesser of 
(a) the amount included for the taxation year by the ree 
' cipient in respect of ‘the dividend ‘in’ determining’ the 
amount described in subparagraph (6)(b)(iti) in respect of 
that taxation year; and 


(b) the amount that is equal to that proportion of’ the 
amount, if any, by which 


(i) the aggregate of all amounts determined under 
subparagraphs (6)(b)(iv) to (iv.2) in respect of the’ 
_ payer for the particular taxation year 


exceeds 


(ii) the aggregate of all amounts determined under 
~ subparagraphs (6)(b)(i) to (iii.2) in respect of the 
payer for the particular taxation year, 


that: - 


(ii) the amount determined ‘under een (a) in’ 
respect of the dividend’ 


is of ij. i) 


(iv) the aggregate of all amounts éach of which is an 
amount determined undér paragraph (a) in respect of | 


(8.6) Idem — Where 


(a) an amount has been added, at any time, in computing 
the cumulative deduction account of a particular corpora- 
tion by virtue of subsection (8.1) in respect of a disposi- 


“tion, issuance, redemption, acquisition or cancellation of 


one or more shares ot the capital stock of any other 
corporation 


and, at any subsequent time, 


(b)"a corporation that was 


(i) the transferred corporation referred to in para- 
graph (8.1)(b), 


(ii) the redeeming corporation referred to in para- 

~ graph (8.1)(c), or 
(iii) the former associated corporation referred to in 

paragraph (8.1)(g), 
becomes associated with the particular corporation or, 
where. the particular corporation has ceased to exist by 
virtue of a winding-up to which subsection 88(1) applied 
or by virtue of an amalgamation (within the meaning as- 
signed by subsection 87(1)), becomes associated with its 
parent or the new corporation (either of which in this 
subsection is referted ‘to as the “successor corporation”), 


each dividend. paid-in the:particular taxationyyear by there shall be deducted in computing the cumulative deduc- 
the payer to any member of the sakinre in the, particu- tion account of the particular corporation or the successor 
lar taxation year. corporation, asthe Case may be, at the end of its taxation year 
Subsec. 125(8.5) substituted by 1984, c. 1, subsec. 69(10), applica- immediately ‘preceding its taxation year that “includes that 


ble for the purpose of computing cumulative deduction accounts of 
corporations for 1982 et seg., except that-subsection 125(8.5) is ap- 
plicable with respect to: dividends paid by the payer in its 1980 and 
subsequent taxation years. Subsec. 125(8.5) formerly read: 


(8.5) |dem — Where 


(a) an amount has been added, at any time, in computing 
the cumulative deduction account of a particular corpora- 

' tion by virtue of subsection (8.1) in respect of a transfer 
of a business 


'' subsequent time, an amount equal to the lesser of 


(c) the amount referred to in paragraph (a), and 


(d) the amount of the cumulative deduction account of 
the corporation referred to in subparagraphs (b)(i) to (iii), 
as the casé may be, at the end of its taxation year that 
includes that subsequent time. 


Subsec. 125(8.6), added. by 1980-8 1-82- 83, c. 140, subsec. 86(13), 
applicable for the purpose of computing cumulative deduction ac- 
counts of corporations for 1982 et seq. 


“and, at any subsequent time, aN Bn (9) [Repealed under former Act] 


--(b) the particular corporation paarnee associated with 
the business corporation referred to in-paragraph (8.1)(d) 
or, where the business corporation referred to in para- 
graph (8.1)(d), has ceased to exist by. virtue of a winding- 
up to which subsection 88(1) applied or by virtue of an. 
amalgamation (within the meaning assigned by subsec- 
tion 87(1)), becomes associated with its parent or the new 
corporation (either of which in this subsection is referred 
to as the, “successor corporation”), 


there shall be deducted from the amount of the cumulative 
deduction account of the business corporation or.the succes- 
sor corporation, as the case may be, at the end of its taxation 
year. immediately preceding its taxation year that includes 
that subsequent time, an amount equal to the lesser of 


(c) the amount referred to in paragraph (a), and 


(d) the amount of the cumulative deduction account of 
the particular corporation at the end of its taxation year 
that includes that subsequent time. 


Subsec. 125(8.5) added: by 1980-81-82-83, c. 140, subsec. 86(13), 
applicable*for the purpose of computing cumulative deduction ac- 
counts of corporations. for 1982 et seg. 


(8.6) [Repealed under former Act] 


Pre-RSC History: Subsec. 125(8.6) repealed by 1984, c. 1, sub- 
sec. 69(10), applicable for the purpose of computing cumulative de- 
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Pre-RSC History: Subsec. 125(9) repealed by 1984, c. 45, s. 40, 
applicable to 1985 et seg. Subsec. 125(9) formerly read: 


(9) “Definitions” — For the purposes of this section, 


(a) “business connected” — “business connected” at 
any time in a taxation year with a corporation means any 


~ business carried on by an individual, a partnership or an- 


other corporation if at that time more than 20% of the 
shares of any class of the capital stock of the corporation 


are owned, directly or indirectly, by 


(i) the individual, _ 
(ii) one or more members of the partnership, 


(iii) one or more specified shareholders of the other 
corporation, or 


(iv) the other corporation 


as the casé may be, and for the purposes of this 
definition, 


(v) shares of the corporation owned by a person re- 
lated to the individual referred to in subparagraph (1), 
a member of a partnership referred to in subpara- 
graph (ii) ora shareholder referred: to in subpara- 
graph (iii) shall be deemed to be owned by that indi- 
vidual, member or shareholder, as the case may be, 
and not by the person who actually owned the shares, 


(vi) a trust of which any individual, member or 
shareholder referred to in any of subparagraphs (i) to 


S. 125(9) 


(iii) or any person related thereto is a beneficiary 
shall be deemed to be related to an individual re- 
ferred to in subparagraph (i), a member of a partner- 
ship referred to in subparagraph (ii) or a shareholder 
referred to in subparagraph (iii), as the case may be; 
and 


(vii) each member of a. partnership shall be deemed 
to own that proportion of all the shares of any class 
of the capital stock of a corporation that are property 
of the partnership at that time that the fair market 
value at that time of his interest in the partnership is 
of the fair market value.at that time of the interests of 
all members in the partnership; 


(b) “entity” — “entity” includes a partnership, a person 
other than a member of a related group and one or more 
persons who are members of a related group; and, 


(c). “specified shareholder” — “specified shareholder” 
of a corporation in a taxation year means a taxpayer who 
owns, directly or indirectly, at any time in the year, not 
less than 10% of the issued shares of any class of the cap- 
ital stock of the corporation or of any other corporation 
that is related to the corporation and for the purposes of 
this definition 


(i) a taxpayer shall be deemed to own each share of 
the capital stock of a corporation owned at that time 
by a person with whom he does not deal at arm’s 
length, 


(it) each beneficiary of a trust shall be deemed to 
own that proportion of all of such shares owned by 
the trust at that time that the fair market-value at that 
time of his beneficial interest in the trust is of the fair 
market value at that time of all beneficial interests in 
the trust, 


(111) each member of a partnership shall be deemed to 
own that proportion of all the shares of any class of 
the capital stock of a corporation that are property of 
the partnership at that time that the fair market value 
at that time of his interest in the partnership is of the 
fair market value at that time of the interests of all 
members in the partnership, and 


(iv) an individual who performs services on behalf of 
a corporation that would be carrying on a personal 
services business if the individual or any person re- 
lated to the individual were at that time a specified 
shareholder of the corporation shall be deemed to be 
a specified shareholder of the corporation at that time 
if he, or any person or partnership with whom he 
does not deal at arm’s length, is, or by virtue of any 
arrangement, may become, entitled, directly or indi- 
rectly, to not less than 10% of the assets or the shares 
of any class of the capital stock of the corporation or 
any corporation related: thereto. 


Subpara. 125(9)(a)(vii) added by 1980-81-82-83, c. 140, subsec. 
86(14), and para. 125(9)(c) substituted by subsec. 86(15), both 
changes applicable to taxation years commencing after November 
12, 1981. Para. 125(9)(c) formerly read: 


(c) “specified shareholder” of a corporation in a taxation year 
means a taxpayer who owns, directly or indirectly, at any 
time in the year, not less than 10% of the issued shares of any 
class of the capital stock of the corporation and for the pur- 
poses of this definition 


(i) a taxpayer shall be deemed to own each share of the 
capital stock of the corporation owned at that time by a 
person with whom he does not deal at arm’s length, and 


(ii) each beneficiary of a trust shall be deemed to own 
that proportion of all of such shares owned by the trust at 
that time that the fair market value at that time of his ben- 
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eficial interest in the trust is of the fair market value at 
that time of all beneficial interests in the trust. 


All that portion of subsec. 125(9) preceding para. (a) substituted, by 
1980-81-82-83, c. 48, subsec. 70(8), applicable to taxation years 
commencing after October 28, 1980. That portion formerly read: 


(9) For the purposes of paragraphs (6)(f) and (h), 


Subsec. 125(9) added by 1979, c. 5, subsec. 38(7), applicable to tax- 
ation years commencing after 1979 in respect of corporations in ex- 
istence on October 23, 1979 and to taxation years commencing after 
October 23, 1979 in any other case. 


(9.1) [Repealed under former Act] 


Pre-RSC History: Subsec. 125(9.1) repealed by 1984, c. 45, s. 40, 
applicable to 1985 et seg. Subsec. 125(9.1) formerly read: 


(9.1) Business connected — For the purposes of this sec- 
tion, where a business is at any time a business connected 
with one or more corporations, that business shall be deemed 
to be a business connected with any other corporation that is 
controlled at that time by the one or more corporations. 


Subsec. 125(9.1) added by 1980-8 1-82-83, c. 48, subsec. 70(9) ap- 
plicable to taxation years commencing after October 28, 1980. 


(10) [Repealed under former Act] 


Pre-RSC History: Subsec. 125(10) repealed by 1984, c. 45, s. 40, 
applicable to 1985 et seg. Subsec. 125(10) formerly read: 


(10) Where corporation a member of a partnership — 
For the purposes of subparagraph (6)(f)(ii), where a corpora- 
tion was a member of a partnership at any time in a taxation 
year, 


(a) there shall be included in the gross revenue for the . 
year of a particular business carried on by the corporation 
in Canada, that proportion of the gross revenue of that 
business carried on in Canada by the partnership, for the 
fiscal period of the partnership coinciding with or ending 
in that year, that the corporation’s share of the income of 
the partnership from that business for that fiscal period is 
of the income of the partnership from that business for 
that fiscal period; and 


(b) clause (A) thereof shall be read as if the reference to 
“one entity” were a reference to “a number of entities 
that is not more than the number of members of the part- 
nership at the end of the fiscal period of the partnership 
coinciding with or ending in that year”. 


Subsec. 125(10) added by 1979, c. 5, subsec. 38(7), applicable to 
taxation years commencing after 1979 in respect of corporations in 
existence on October 23, 1979 and to taxation years commencing 
after October 23, 1979 in any other case. 


(11) [Repealed under former Act] 


Pre-RSC History: Subsec. 125(11) repealed by 1984, c. 45, s. 40, 
applicable to 1985 et seg. Subsec. 125(11) formerly read: 


(11) Where corporation deemed to employ more than 
five full-time employees — For the purposes of paragraph 
(6)(h), a particular corporation shall be deemed to employ in 
its business more than five full-time employees throughout a 
taxation year if 


(a) in the course of carrying on an active business, any 
other corporation associated with it, or a corporation that 
carried on a business connected (within the meaning as- 
signed by paragraph (9)(a)) with it, provides managerial, 
administrative, financial, maintenance or other similar 
services to the particular corporation in the year; and 


(b) the particular corporation could reasonably be ex- 

pected to require more than the equivalent of five full-. 

time employees if those services had not been provided. 
Subsec. 125(11) added by 1979, c. 5, subsec. 38(7), applicable to 
taxation years commencing after 1979 in respect of corporations in 
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i Definitions — For the purposes of Ba abh (6)(b), 


(a) “Specified addition to the cumulative deduction 
account” — “specified addition to the cumulative deduc- 


tion account” of a corporation for a taxation: year means 
_ the aggregate. of, 


(i) where subparagraph (i),d does not apply to the cor- 

poration in the year and where the corporation car- 

tied on a non- -qualifying business in Canada in the 

“year and did not carry on such a business in Canada 
in its immediately. preceding taxation year, an 

amount equal ‘to '/s' of its cumulative deduction ac- 

count at the end of the immediately preceding taxa- 
~ tion’ year, 


(11) where the corporation isa corporation formed as 
a result of an amalgamation (within the meaning of 
section 87) or merger, the taxation year is its first 
taxation year commencing after the amalgamation or 
merger and the corporation carried on a non-qualify- 
ing business in Canada in the year, an amount equal 
to V/s of the aggregate of amounts each of which is 
the cumulative deduction account, immediately 
before the amalgamation or merger, of'a predecessor 


corporation, that did not carry. ona non-qualifying >” 


business in its last;/taxation year, and 


(iii) where the corporation carried on a non-qualify- 
ing business in Canada in the year, /s of the amount, 
if any, added under paragraph 88(1)(e.3) to the cor- 
poration’s cumulative deduction account at the end 
of the year in respect of a subsidiary that did not 
carry. on a non-qualifying business in the taxation 
year in. which it was wound up; and 


(b) “specified reduction in the cumulative deduction 
account” — “specified reduction in the cumulative. de- 
duction account” of a corporation for a taxation. year 


_means the aggregate of 


(i) where subparagraph (ii) does not apply to the cor- 


poration. in the year and where the corporation did, 


not carry on a non-qualifying business in Canada in 


the year and carried on such a business in its imme-,, 
diately preceding taxation year, an amount equal to, 


Yo of its cumulative deduction account at the end of 
the immediately preceding taxation year, 


(ii) where the corporation is a corporation formed as 
a result of an amalgamation (within the meaning of 
section 87) or merger, the taxation year is its first 
taxation year commencing after the amalgamation or 
merger and the’ corporation did not carry ona non- 
qualifying business ‘in Canada in the year, an amount 
equal to '/o of the aggregate of amounts: each: of 
which is the cumulative deduction account, immedi- 


ately. before the amalgamation or merger, of a prede-,, 


-. cessor corporation that carried on a non-qualifying 
business in its last taxation year, and 


(iii) where the corporation did not carry on a non- 
qualifying business in Canada in the year, '/ of the 
amount, if any, added under paragraph 88(1)(e.3) to 
the corporation’s cumulative deduction account at 
the end of the year in respect of a subsidiary that car- 
ried on a non-qualifying, business in the taxation year 
in which it was wound up, 


existence.on October.23,, 1979. and, to taxation years commencing , and, for greater certainty, a, business, carried on by a cor- 
after October 23, 1979 in any other case. 


(12) [Repealed under former Act] 


Pre-RSC History: Subsec. 125(12) repealed by 1980-81-82-83, c. 
140, subsec. 86(16), applicable to‘taxation Giav ue after 1982. 
Subsec. 125(12) formerly read: 


poration in any taxation year preceding the, taxation year 
of the corporation in respect of which subsection (1.1) 
came into force shall be deemed not to be a non-qualify- 
ing business. 


Subsec. 125(12) added by 1979, c..5, subse! 38(7), applicable to 
taxation years commencing after 1979 in respect of corporations in 
existence on Octdber 23, 1979 and to taxation years commencing 
after October 23, 1979 in any other case: ' 


(13) [Repealed under former Act] 


Pre-RSC History: Subsec. 125(13) repealed by 1984, c. 45, s. 40, 
applicable to 1985 et seq. Subsec: 125(13) formerly read: 


(13) ee bee wis eel al oameactsiae the pe fini of this 
section, 


(a) a partnership of which a corporation was a member in 
a taxation year (hereinafter referred to as the “first part- 
nership”) is connected with another partnership (herein- 
after referred to as the ‘‘second partnership”) if’ 


(i) more than 50% of the total income or loss, as the 
case may. be, of the first partnership for its fiscal pe- 
riods ending in or coinciding with the taxation year is 
included in the determination of the income of a-par- 
ticular person or a particular group of persons, and 


(ii) more than 50% of the total income or loss, as the 
case may be, of the second partnership for its fiscal 
periods ending in or coinciding with the taxation 

* year is included in the determination of the income 
of 


(A) the particular person, 
(B) the particular group of persons, 


(C) any corporation associated with the particu-, 
lar person or with any member of the particular _ 
group of persons, 


(D) any group of corporations each member of 
which is associated with the particular person or 
with any member of the particular group of ie 
sons, or 


(E) any groups of persons each member of which 
is a person or a member of a group of persons 
described in any of clauses (A) to (D), 


(b) “group. of connected partnerships” means, a, group 
consisting of a partnership and all other partnerships with 
which the partnership is connected, ) 


(c) a corporation is joined in a taxation year to a partner- 
ship ‘if thé partnership is connected in the year with an- 
other partnership and, with respect to both such partner- 
-ships, the cdérporation was a person or a member of a 
group of persons referred to in paragraph (a), and 


(d). a corporation is joined in a taxation year to a group of 
connected partnerships. if it is joined in the year to any 
partnership in that group. 


Subsec: 125(13) added by 1980-8 1-82-83, c. 48, subsec. 70(10), ap- 
plicable with respect to fixed periods of partnerships commencing 
after December 11, 1979. 


(14) [Repealed under former a 2a 


Pre-RSG History: Subsec:125(14) repealed by 1984, c.45, s. 40, 
applicable to 1985 et seg. Subsec. 125(14) formerly read: 


(14) Idem — Where the members of a particular partnership 
carry on a business and the Minister is satisfied that 


(a) the existence of the particular partnership in a taxation 
year is not solely for the purpose of carrying on the busi- 
ness in the most effective manner, and 
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(b) one of the main reasons for such existence in the year 
is to increase the amount of a deduction under subsection 
(1) or (1.1), 


if the Minister so directs, 


(c) any other partnership shall be deemed to be connected 
in the year with the particular partnership and any corpo- 
ration that is a member of that other partnership shall be 
deemed to be joined in the year to the particular partner- 
ship, or 


(d) the specified limit of any corporation for the year in 
respect of the particular partnership shall be reduced to 
an amount that is reasonable in the circumstances, 


Subsec. 125(14) added by 1980-81-82-83, c. 48, subsec. 70(10), ap- 
plicable with respect to fixed periods of partnerships commencing 
after December 11, 1979. 


(15) [Repealed under former Act] 


Pre-RSC History: Subsec. 125(15) repealed by 1984, c. 45, s. 40, 
applicable to 1985 et seg. Subsec. 125(15) formerly read: 


(15) Appeal — On an appeal from an assessment made pur- 
suant to a direction under subsection (14), the Tax Court of 
Canada or the Federal Court may 


(a) confirm the direction; 


(b) vacate the direction if it determines that none of the 
main reasons for the existence of the particular partner- 
ship is to increase the amount of a deduction under sub- 
section (1) or (1.1); or 


(c) vary the direction and refer the matter back to the 
Minister for reassessment. 


Subsec. 125(15) substituted by 1980-81-82-83, c. 158, s. 58, to sub- 
stitute “Tax Court of Canada” for “Tax Review Board”, applicable 
from July 18, 1983. 


Subsec. 125(15) added by 1980-81-82-83, c. 48, subsec. 70(10), ap- 
plicable with respect to fixed periods of partnerships commencing 
after December 11, 1979. 


Definitions [s. 125]: “active business” — 125(7) (see also “in- 
come from ...”), 248(1); “amount”, “assessment” — 248(1); “asso- 
ciated” — 256; “business” — 248(1); “business limit” — 
125(2)-(5); “calendar year’ — Interpretation’ Act 37(1)(a); “Can- 
ada” — 255; “Canadian-controlled private corporation” — 125(7), 
248(1); “carrying on business” — 253; “controlled directly or indi- 
rectly” — 256(5.1); “corporation” — 248(1), Interpretation Act 
35(1); “credit union” — 137(6), 248(1); “dividend”, “employee” — 
248(1);. “fiscal period” — 249(2)(b), 249.1; “in Canada” — 255; 


“income from active business” — 125(7);..““incorporated em- 
ployee” — 125(7); “personal services business”, “Minister”, “non- 
resident”, “person” — 248(1); “personal services business” — 


125(7), 248(1); “prescribed” — 248(1); “private corporation” — 
89(1), 136, 248(1); “property” — 248(1): “public corporation” — 
89(1), 248(1); “share” —248(1); “specified investment busi- 
ness” — 125(7), 248(1); “specified partnership income” — 125(7); 
“specified partnership loss” — 125(7); “taxable dividend” — 89(1), 
248(1); “taxable income” — 2(2), 248(1);, “taxation year” — 249: 
“writing” — Interpretation Act 35(1). 


Interpretation Builetins [s. 125]: IT-64R3: Corporations: asso- 
ciation and control — after 1988; IT-73R5: The small business de- 
duction; IT-151R4: Scientific research and experimental develop- 
ment expenditures; IT-189R2: Corporations used by practising 
members of professions; IT-243R4: Dividend refund to private 
corporations. 


125.1. (1) Manufacturing and processing 
profits deductions — There may be deducted 
from the tax otherwise payable under this Part by a 
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corporation for a taxation year an amount equal to 
7% of the lesser of 


(a) the amount, if any, by which the corporation’s 
Canadian manufacturing and processing profits 
for the year exceed, where the corporation was a 
Canadian-controlled private corporation through- 
out the year, the least of the amounts determined 
under paragraphs 125(1)(a) to (c) in respect of the 
corporation for the year, and 


(b) the amount, if any, by which the corporation’s 
taxable income for the year exceeds the total of 


(1) where the corporation was a Canadian-con- 
trolled private corporation throughout the 
year, the least of the amounts determined 
under paragraphs 125(1)(a) to (c) in respect of 
the corporation for the year, 


(ii) '% of the total of amounts deducted under 
subsection 126(2) from the tax for the year 
otherwise payable under this Part by the cor- 
poration, and 


(iti) where the corporation was a Canadian- 
controlled private corporation throughout the 
year, its aggregate investment income for the 
year (within the meaning assigned by subsec- 
tion 129(4)). : 


Selected Cases [para. 125.1(1)(b)]: Lehman Bookbinding Ltd. 
v. MNR, [1995] 2 C.T.C. 129 (FCTD) (Critical element was not 
whether there was manufacturing and processing, but whether activ- 
ity was in respect of goods for sale). 


Related Provisions: 123.2(a)— Corporate surtax applies to total 
tax before claiming M&P deduction; 182 — Manufacturing of to- 
bacco — surtax. 


History: Subpara. 125.1(1)(b)(iii) amended by 1996/"c.'21, s. 27, 
applicable to taxation years that end after June 1995. Subpara. (iii) 
formerly ‘read: 


(ili) where the corporation was a Canadian-controlled private 
corporation throughout the year, the amount determined 
under clause 129(3)(a)(i)(B) in respect of the corporation for 
the year. 


That portion of subsec. 125.1(1) preceding para. (a) amended to 
substitute “7% for “5%” by 1994, c. 7; Sch. VIII (1993, c. 24), s. 64, 
applicable to 1993 er seq. except that, in its application to taxation 
years commencing before 1994, the reference in the subsec. to 
“7%” shall be read as a reference to the total of 


(a) that proportion of 5% that the number of days in the year 
that are before 1993 is of the number of days in the year, 


(b) that proportion of 6% that the number of days in the year 
that are in 1993 is of the number of days in the year, and 


(c) that proportion of 7% that the number of days in the year 
that are after 1993 is of the number of days in the year. 


Pre-RSC History: Subsec. 125.1(1) substituted by 1988, c. 55, 
subsec. 103(1), applicable to taxation years ending after June 1988, 
except that in its application to taxation years ending after June 
1988 and commencing before July 1991, subsec. 125.1(1) shall be 
read as follows: 


125.1 (1) There may be deducted from the tax otherwise Pay- 
able under this Part by a corporation for a taxation year an 
amount equal to the aggregate of 


(a) that proportion of 7% of the lesser of 


(i) the amount, if any, by which the corporation’s Ca- 
nadian manufacturing and processing profits for the 
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year exceed, where the corporation was a Canadian- 
controlled private corporation throughout the year, 
the least of the amounts determined under paragraphs 
125(1)(a) to (c) in respect of the corporation for the 
year, and 


(ii) the amount, if any, by which the corporation’s 
taxable income for the year exceeds the aggregate of 


(A) where the corporation was a Canadian-con- 
trolled private corporation throughout the year, 
the least of the amounts determined under 
paragraphs 125(1)(a) to (c).in respect of the cor- 
poration for the year, 


(B) where the year commenced before July, 
1988, 2 times the aggregate of amounts deducted 
under subsection 126(2) from the tax for the year 
otherwise payable under this Part by the 
corporation, 


(C) where the year commenced after June, 1988, 


%/, of the aggregate of amounts deducted under 
subsection 126(2) from the tax for the year oth- 
erwise payable under this Part by the corpora- 
tion, and 


(D) where the corporation was a Canadian-con- 
trolled private corporation throughout the year, 
the amount determined under clause 
129(3)(a)(i)(B) in respect of the corporation for 
the year 


that the number of days in the year that are before July, 
1988 is of the number of days in the year, 


(b) that proportion of 2% of the lesser of the amounts de- 
termined under subparagraphs (a)(i) and (ii) in respect of 
the corporation for the year that the number of days in the 
year that are after June, 1988 and before July, 1989 is of 
the number of days in the year, 


(c) that proportion of 3% of the lesser of the amounts de- 
termined under subparagraphs (a)(i) and (ii) in respect of 
the corporation for the year that the number of days in the 
year that are after June, 1989 and before July, 1990 is of 
the number of days in the year, 


(d) that proportion of 4% of the lesser of the amounts de- 
termined under subparagraphs (a)(i) and (ii) in respect of 
the corporation for the year that the number of days in the 
year that are after June, 1990 and before July, 1991 is of 
the number of days in the year, 


(e) that proportion of 5% of the lesser of the amounts de- 
termined under subparagraphs (a)(i) and (ii) in respect of 
the corporation for the year that the number of days in the 
year that are after June, 1991 is of the number of days in 
the year, and 


(f) where the corporation was a Canadian-controlled pri- 
vate corporation throughout the year, that proportion of 
5% of the lesser of 


(i) the corporation’s Canadian manufacturing and 
processing profits for the year, and 


(ii) the least of. the amounts determined under 
paragraphs 125(1)(a) to (c) in respect of the corpora- 
tion for the year 


that the number of days in the year that are before July, 
1988 is of the number of days in the year. 
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tax otherwise payable under this Part by a corporation for a 
taxation year an amount equal to the aggregate of 


(a) 7% of the lesser of 


(i) the amount, if any, by which the corporation’s Ca- 
nadian manufacturing and processing profits for the 
year exceed the least of the amounts determined 
under paragraphs 125(1)(a) to\(c).in respect of the 
corporation for the year, and 


(ii) the amount, if any, by which the corporation’s 
taxable income for the year exceeds the aggregate of 


(A) [Repealed] 


(B) the least of the amounts determined under 
- paragraphs 125(1)(a) to (c) in ag dew of the cor- 
poration for the year, 


(C) 2 times the aggregate of amounts deducted 
under subsection 126(2) from the tax for the year 
otherwise payable under this Part by the corpora- 
tion, and ’ 


(D) the amount, if anys by which the aggregate 
of the corporation’s Canadian investment ‘in- 
come for the year and its.foreign investment in- 
come for the year (within the meanings assigned 
by subsection 129(4)) exceeds the amount, if 
any, deducted under paragraph 111(1)(b) from 
the corporation’s income for the year; and 


(b) 5% of the lesser of 


(i) the corporation’s Canadian manufacturing and 
processing profits for the year, and 


(ii) the least of the amounts determined under 
paragraphs 125(1)(a) to (c) in respect of the corpora- 
tion for the year. 


That portion of para. 125.1(1)(a) preceding subpara. (i) amended to 
substitute “7%” for “9%” and all that portion of subsec. 125:1(1) 
following para. (b) repealed by 1986, c. 55, subsecs. 46(1), (2), ap- 
plicable to taxation years ending after June 1987,,except that there 
shall be deducted from the amount otherwise determined under par-~ 


| agraph 125.1(1)(a) in respect of a taxation year of a corporation 


commencing before July 1987 and ending after June 1987 that pro- 
portion of 1% of the lesser of the amounts determined under subpar- 
agraphs 125.1(1)(a)(i) and (ii).in respect of the corporation for the 
year that 
(a) the number of days in the year that are before July, 1987 
is of 
(b) the number of days in the year. 
That portion of subsec. 125.1(1) following para. (b) formerly read: 
except that in applying this section for a taxation year after 
the 1973 taxation year, the reference in paragraph (a) to “9%” 
shall be read as a reference to “8%” for the 1974 taxation 
year, “7%” for the 1975 taxation year, and “6%” for the 1976 
and subsequent taxation years. 
Subsec. 46(3) of 1986, c. 55 (as substituted by s. 201), provides as 
follows: 
(3) There shall be added to the amount otherwise determined in 
respect of a corporation for a taxation year under subsection 
125.1(1) that proportion of 1% of the lesser of 
(a) the corporation’s Canadian manufacturing and process- 
ing profits for the year, and 
(b) the least of the amounts determined under paragraphs 
125(1)(a) to (c) of the said Act in respect of the corporation 
for the year 


that the number of days in the year that are after June, 1987 and 


Subsece 12 HG) focen yaaa before July, 1988 is of the number of days in the year. 


125.1 (1) Deduction from corporate tax: manufacturing Subpara. 125.1(1)(a)(i), clause 125. 1(1)(a)(ii)(B),  subpara. 
and processing profits — There may be deducted from the 125.1(1)(b)(ii) substituted by 1984, c. 45, subsecs. 41(1)-(3), to 
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substitute references to para. 125(1)(c) for (d), applicable to 1985 er 
seq. 

Cl. 125.1(1)(a)(ii)(D) substituted by 1984, .c, 1,-s..70; to substitute 
“deducted” for “deductible”, applicable to 1983 ef seq. and with re- 
spect to amount deductible under para. 111(1)(b) in respect of losses 
determined for 1983 et seg. 


Cl. 125.1(1)(a)(ii)(A) repealed by 1976-77, c. 4,.s. 50, applicable to 
1976 et seq. Cl. 125.1(1)(a)(ii)(A) formerly read: 


(A) the aggregate of 


(I) the lesser of the amounts determined under paragraphs 
124(2)(a) and (b) in respect of the corporation for the 
year, and 


(II) the lesser of. the amounts determined under 
paragraphs 124(2.1)(d) and (e) in respect of the corpora- 
tion for the year, 


Cl. 125.1(1)(a)@i)(A) substituted by 1974-75-76, c: 26, s. 82, appli- 
cable to 1974 et seg. Cl. 125.1( 1)(a)(ii)(A). formerly read: 


(A) where the year ends after 1976, the lesser of the amounts 
determined under paragraphs 124(2)(a) and (b) in respect of 
the corporation for the year, 


Selected Cases [subsec. 125.1(1)]: Publi-Hebdos Inc. v. Can- 
ada, [1995] 2 C.T.C: 330 (FCTD) (Free newspapers not held for 
sale or lease); Tenneco Canada Inc. v. Canada, [1991] 1 C.T.C. 323 
(FCA) (Taxpayer carrying on servicing business not manufacturing 
or processing goods for sale in Canada); Nowsco Well Service Ltd. 
v. Canada, [1990] 1 C.T.C. 416 (FCA) (Taxpayer in well-servicing 
business allowed to claim manufacturing and processing deduction); 
Dixie X-Ray Associates Ltd. y. The Queen, [1988] 1 C.T.C. 69 
(FCTD) (Manufacturing and processing credit disallowed when 
substance of business is provision of services); Canadian Marconi 
Co. v. The Queen, [1986] 2 C.T.C. 465 (SCC) (Short-term invest- 
ment earnings are income from active business; “Canadian manu- 
facturing and processing profits’’-not restricted to income from man: 


ufacturing or processing); Levi Strauss of Canada Inc..v, The - 


Queen, [1982] C.T.C..65 (FCA) (Manufacturing: and processing de- 
duction reduced when services. rendered by contractor not consid- 
ered as taxpayer’s “cost of labour’). 


(2) [Repealed under former Act] 


Pre-RSC History: Subsec. 125.1(2) repealed by 1988, c. 55, sub- 
sec. 103(2), applicable to 1987 et seg. Subsec. 125.1(2) formerly 
read: 


(2) Determination of percentage referred to in paras. 
(1)(a) and (b) for certain taxation years — Where a corpo- 
ration has a taxation year (in this subsection referred to as the 
“particular taxation year”), part of which is before and part of 
which is after the commencement of any of the calendar years 
1973, 1974, 1975 and 1976 (in this subsection referred to as 
the “particular calendar year”), the percentage referred to in 
paragraph (1)(a) for the particular taxation year, when the ref- 
erence to that percentage is read as provided in subsection 
(1), is the percentage that is equal to the aggregate of 


(a) that proportion of the percentage so referred to for the 
particular taxation year that the number of days in that 
portion of the particular taxation year that is in the partic- 
ular calendar year, is of the number of days in the whole 
of the particular taxation year, and 


(b) that proportion of the percentage, if any, so referred 
to for the taxation year immediately preceding the partic- 
ular taxation year that the number of days in that portion 
of the particular taxation year that is in the calendar year 
immediately preceding the particular calendar year, is of 
the number of days in the whole of the particular taxation 
year, 


and where a corporation has a taxation year part of which is 
-before and part of which is after the commencement of 1973, 
the percentage referred to in paragraph (1)(b) for that taxation 
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year is that proportion of that percentage that the number of 
days in that portion of that taxation year that isin 1973 is of 
the number of days in the whole of that taxation year, 


(3) Definitions — In this section, 


“Canadian manufacturing and processing prof- 


its” of a corporation for a taxation year means such 
portion of the total of all amounts each of which is 
the income. of the corporation for the year from an 
active business carried on in Canada as is determined 
under rules prescribed for that purpose by regulation 
made on the recommendation of the Minister of Fi- 
nance to be applicable to the manufacturing or 
processing in Canada of goods for sale or lease; and 


Pre-RSC History: The definition “Canadian manufacturing and 


_ processing profits” was para. 125.1(3)(a). 


Selected Cases [subsec. 125.1(3)“Canadian manufactur- 
ing and processing profits”]: Industrial Forestry Service Ltd. 
v. MNR, [1992] 1 C.T.C. 2182 (TCC) (Creation of digital maps and 
aerial triangulation qualified for manufacturing and processing 
deduction); Crown Tire Service Ltd. v. The Queen, [1983] C.T.C. 
412 (FCTD) (Repair contracts where ownership of equipment re- 
tained by customers do not constitute manufacturing or processing 
of goods for sale or lease); The Queen v. McGraw-Hill Ryerson 
Ltd., [1982] C.T.C. 167; (FCA) (Taxpayer retaining control over 
quality of products allowed to claim manufacturing and processing 
deduction); Canadian Clyde Tube Forgings Ltd. v. The Queen, : 
[1982] C.T.C. 21 (FCA) (Amount paid to contractor for service not 
normally rendered by taxpayer’s employees not included in “cost of 
labour”); Canadian Wirevision Ltd. v. The Queen, [1979] C.T.C. 
122 (FCA), (Taxpayer not entitled to.deduction since television and 
radio signals not “goods’); St. Catharines Standard Ltd.. v. The 
Queen, [1978] C.T.C. 258 (FCTD) (Salaries, to employees of news- 
paper publisher included in calculation of manufacturing and 
processing credit). ag 
Regulations: 5200-5204 (Canadian manufacturing and processing 
profits). 


“manufacturing or processing” does not include 
(a) farming or fishing, 
(b) logging, 
(c) construction, 


‘(d) operating’ an oil or gas well or extracting pe- 
troleum or natural gas from a natural accumula- 
tion of petroleum or natural gas, 


(e) extracting minerals from a mineral resource, 
(f) processing 


(i) ore (other than iron ore or tar sands ore) 
from a mineral resource located in Canada to 
any stage that is not beyond the prime metal 
Stage or its equivalent, 


(ii) iron ore from a mineral resource located in 
Canada to any stage that is not beyond the 
pellet stage or its equivalent, or 


(iii) tar sands ore from a mineral resource lo- 
cated in Canada to any stage that is not be- 
yond the crude oil stage or its equivalent, 


(g) producing industrial minerals, 


(h) producing or processing electrical energy or 
steam, for sale, 
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(i) processing natural gas as part of the business 
of selling or distributing gas in the course of op- 
erating a public utility, 


(j) processing heavy crude oil recovered from a 
natural reservoir in Canada to a stage that is not 
beyond the crude oil stage or its equivalent, 


(k) Canadian field processing, or 


(1) any manufacturing or processing of goods for 
sale or lease, if, for any taxation year of a corpo- 
ration in respect of which the expression is being 
applied, less than 10% of its gross revenue from 
all active businesses carried on in Canada was 
from 


(i) the selling or leasing of goods manufac- 
tured or processed in Canada by it, and 


(ii) the manufacturing or processing in Canada 
- of goods for sale or lease, other than goods for 
sale or lease by it. 


Related Provisions: 127(11)(a) — Meaning of “manufacturing 
or processing” for investment tax credit purposes; Reg. 1104(9) — 
Definition of manufacturing or processing for Class 29 purposes. 


History: Paras. (d) to (k) of the definition “manufacturing or 
processing” in subsec. 125.1(3) amended by 1997, c. 25, s. 33, ap- 
plicable to taxation years that begin after 1996. Paras. (d) to (k) for- 
merly read: 


(d) operating an oil or gas well, extracting petroleum or natu- 
ral gas from a natural accumulation thereof of processing 
heavy crude oil recovered from a natural reservoir in Canada 
to a stage that is not beyond the crude oil stage or its 
equivalent, 


(e) extracting minerals from.a mineral resource, 


(f) processing ore (other than, iron ore or tar sands) from a 
mineral resource located in Canada to any stage that is not 
beyond the prime metal stage or its equivalent, 


(g) processing iron ore from a mineral resource located in 
Canada to any stage that is not beyond the pellet stage or its 
equivalent, 


(h) processing tar sands from a mineral resource located in 
Canada to any stage that is not beyond the crude oil stage or 
its equivalent, 


(i) producing industrial minerals other than sulphur produced 
by processing natural gas, 


(j) producing or processing electrical energy or steam, for 
sale, 


(k) processing gas, if such gas is processed as part of the busi- 
ness of selling or distributing gas in the course of operating a 
public utility, or 
Paras. (f) to (h) of “manufacturing or processing” in subsec. 
125.1(3) amended by 1994, c. 7, Sch. If (1991, c. 49), s. 101, to add 
“located in Canada” in (f) and (g) and “from a mineral resource lo- 
cated in Canada” in (h), applicable to 1990 et seq. 
Pre-RSC History: The definition “manufacturing or processing” 
was para. 125.1(3)(b). See Table of Concordance. 
Subpara. 125.1(3)(b)(iv) amended by 1986, c. 6, subsec. 31(2), ap- 
plicable to taxation years ending after March 1985, to add “ex- 
tracting petroleum or natural gas from a natural accumulation 
thereof”. 
Subparas. 125.1(3)(b)(vi) and (vi.1) substituted and (vi.2) added by 
1985, c.. 45, s. 70, applicable to 1985 er seq. Subparas. (b)(vi) and 
(vi.1) formerly read: 
(vi) processing, to the prime metal stage or it$ equivalent, ore 
(other than iron ore) from a mineral resource, 
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(vi.1) processing, to the pellet stage or its equivalent, iron ore 
from a mineral resource, 


Subpara. 125.1(3)(b)(vi) substituted and subpara. 125.1(3)(b)(vi.1) 
added by 1980-81-82-83, c: 140, s. 87, applicable to taxation years 
commencing after. November 12, 1981. Subpara. (b)(vi) formerly 
read: 
(vi) processing, to the prime metal stage or its equivalent, ore 
from a mineral resource, ; 


Subpara. 125.1(3)(b)(iv) substituted by 1980-81-82-83, c. 48, s. 71, 
applicable to 1981 e7 seq. Subpara. (b)(iv) formerly read: 


(iv) operating an oil or gas well, 


Subpara. 125.1(3)(b)(vii) substituted’ by 1977-78, c. 1, s. 60, appli- 
cable to 1977 et seg. Subpara. (b)(vii) formerly read: 


(vii) producing industrial minerals, 


Selected Cases [subsec. 125.1(3)“manufacturing or 
processing”): Qit-Fer et Titane Inc. v. Canada, {1996],.2 C.T.C. 
30. (FCA). (Gerund and infinitive. forms of verbs have same 
meaning); The Queen v. Nova Construction. Co. Ltd., [1986] 1 
C.T.C. 68 (FCA) (Credit refused where profits from. product not de- 
rived from manufacturing or. processing); Halliburton Services Ltd. 
v. The Queen, [1985] 2 C.T.C. 52 (FCTD) (Profit on. processing of 
product considered manufacturing or processing profit); Nova 
Scotia Sand and Gravel Ltd. v. The Queen, LOS OG. Ge 378 
(FCA) (Taxpayer excavating sand and gravel allowed manufactur- 
ing and processing credit). 


Interpretation Bulletins: [T-411R: Meaning of “construction”. 
See also list:at end of s; 125.1. 


1.T. Technical News: No. 8 (pre-delivery service of new 
vehicles).. 


(4) Determination of gross revenue — For the 
purposes of paragraph (1) of the definition “manufac- 
turing or processing” in subsection (3), where a cor- 
poration was a member of a partnership at any time 
ina taxation year, 


(a) there shall be included in the gross revenue of 
the corporation for the year from all active busi- 
nesses carried on in Canada, that proportion of 
the gross revenue from each such business car- 
ried on in: Canada by means’ of the partnership, 
for the fiscal period of the partnership coinciding 
with or ending in that year, that the corporation’s 
share of the income of the partnership from that 
business for that fiscal period is of the income of 
the partnership from that, business for that fiscal 
period; and 


(b) there shall be included in the gross revenue of 
the corporation for the year from all activities de- 
scribed in subparagraphs (1)(i) and (ii) of the defi- 
nition “manufacturing or processing” in subsec- 
tion (3), that proportion of the gross revenue from 
each such activity engaged in in the course of a 
business carried on by means of the partnership, 
for the fiscal period of the partnership coinciding 
with or ending in that year, that the corporation’s 
share of the income of the partnership from that 
business for that fiscal period is of the income of 
the partnership from that business for that fiscal 
period. 

Pre-RSC History [s. 125.1]: S. 125.1 added by 1973-74, c. 29, 

subsec. 1(1), applicable (by subsec. 1(2)) to 1973 et seq. 
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1973-74, c. 29, subsecs. 1(3), (4) provide as follows: 


(3) Procedure where motion filed with speaker — Where, 
at any time after March 31, 1974, a motion for the considera- 
tion of the House of Commons, signed by not Jess than sixty 
members of the House, is filed with the Speaker to the effect 
that section 125.1 of the Income Tax Act, as enacted by sub- 
section (1), be amended, or to the effect that subsection (2) be 
amended, so as to 


(a) discontinue the deduction that would otherwise be 
permitted by the said section 125.1, 


(b) reduce the amount of the deduction that would other. 
wise be permitted by that section, or 


(c) in any other manner, restrict the application of the 
provisions of that section, 


for any period commencing after the motion is. filed, the 
House of Commons shall, within the first fifteen days next 
after the motion is filed that the House is sitting, in accor- 
dance with the Rules of the House, take up and consider the’ 
motion, and if the motion, with or without amendments, is 
approved by the House, the Minister of Finance shall forth- 
with take such steps as are necessary in order that a measure 
in his name giving effect to the’ motion may be placed ‘before 
the House without delay. 


(4) Time for deciding questions — Ail questions in connec- 
tion with any motion taken up and considered by the House 
of Commons pursuant to subsection (3) shall be debated with- 
out interruption and decided not later than the end of the third 
‘sitting day next after the day the motion is first so taken up’ 
and considered, and any measure required to be placed before 
the House pursuant to that subsection giving effect to any 
such motion shall be placed before the House not later than 
the end of the fifteenth sitting day next after the day the mo- 
tion, with or without amendments, is approved by the House; 
and all questions in connection with any such measure shall 
be debated without interruption and decided not later than the 

~ end of the seventh sitting day next after the day the measure 
is first so placed before the House. 


Selected Cases [s. 125.1]: Range Grain Co. v. R., [1997] 2 
C.T.C. 227 (FCTD). (Gross revenues of commission agent do not 
include funds provided. by principal to carry out contracts) ; 
Allarcom Pay Television Ltd. y. Canada, [1996] 3 C.T.C. 2608 
(TCC) (Television signals are not “goods”); NRB Inc. v. Canada, 
[1993] 1 C.T.C. 2435 (TCC) (Amounts paid to subconttactors in- 
cluded in computing cost of manufacturing and processing labour); 
International Petrodata Inc v. Canada, [1993] 1.C.T.C..2189 (TCC) 
(Compilation of technical data recorded on computer tapes and 
microfiches was manufacturing or processing); Rolls Royce 
(Canada) Ltd. v. Canada, [1993] 1 C.T.C. 272 (FCA), leave to ap- 
peal to SCC refused (1993), 158 NR 400 (note) (Rebuilding motors 
not manufacturing or processing); Lomex Inc. v. MNR, [1992] 2 
C.T.C. 2678 (TCC) (Picking up and transporting raw materials to 
plant was “receiving” raw materials for manufacturing and process- 
ing under paragraph 5202(a)(ii) of Regulations); Nettoyeurs 
Shefford Inc. v. MNR, [1992] 2 C.T.C. 2353 (TCC) (Laundry busi- 
ness not manufacturing or processing); Tuyauteries Saglac Inc. y. 


MNR, [1992] 2 C.T.C. 2307 (TCC) (Customizing and installing pip- — 


ing was manufacturing and processing); Hawboldt Hydraulics 
(Canada) Inc. Estate (Trustee of) v. Canada, [1992] 2 C.T.C. 363 
(FCTD) (Equipment used to manufacture replacement parts was 
used in manufacturing or processing goods for sale); Tenneco 
Canada Inc. v. Canada, [1991] 1 C.T.C. 323 (FCA) (Assembling 
parts produced elsewhere not manufacturing despite adjustments 
made to. parts). 


Definitions [s. 125.1]: “amount”, “business” — 248(1); “Cana- 
dian-controlled private corporation” —,125(7), 248(1); “Canadian 
field processing” — 248(1); “Canadian manufacturing and process- 
ing profits” — 125.1(3); “corporation” — 248(1), Interpretation Act 
35(1); “gross revenue” — 125.1(4), 248(1); “manufacturing ‘or 
processing” — 125.1(3); “mineral resource”, “oil or gas well”, “tar 
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sands” — 248(1);> “taxable income” 2(2),°248(1);' “taxation 
year” — 249, 

Interpretation Bulletins [s. 125.1]: IT-92R2: Income 6f con- 
tractors; IT-145R:. Canadian manufacturing and_ processing. prof- 
its — reduced rate of corporate tax, ee 
Forms [s. 125.1]: T2S(27): Calculation of Canadian manufactur- 
ing and processing profits; T86: Manitoba manufacturing invest- 
ment tax credit; T572: Yukon manufacturing and processing profits 
tax credit;.T1089:.Manitoba manufacturing .and processing tax 
credit; T1091: PEI manufacturing and processing profits tax credit: 
T1092: PEI corporate investment tax credit: T1100: Newfoundland 
manufacturing and processing profits tax credit: T1101: Saskatche- 
wan manufacturing and processing profits tax credit; T1128: Sas- 
katchewan manufacturing and processing investment tax credit. 


125.2 (1) Deduction of Part VI tax — There may 
be deducted in computing the tax payable under this 
Part for a taxation year by a corporation. that was 
throughout the year a financial institution (within the 
meaning assigned by section 190) an amount equal 
to such part as the corporation claims of its unused 
Part VI tax credits for any of its 7 immediately pre- 
ceding taxation years ending before 1992, to the ex- 
tent that that amount does not exceed the amount, if 
any, by which... 3 re oe 


(a) its tax payable under this Part (determined 
without reference to this section) for the year 


exceeds the total of 


(b) the amount’ that would, but for subsection 
190.1(3), be its tax payable under Part VI for the 
year, and | 


(c) the lesser of its Canadian surtax payable 
(within the meaning assigned by subsection 
125.3(4)) for the year and the amount that would, 
but for subsection 181.1(4), be its tax payable 
under Part I.3 for the year. 


Related Provisions: 123.2(a) — Corporate surtax applies to total 
tax. before claiming, this. credit; 181.1(4)-(7) — Credit of surtax 
against Part VI tax after 1991. See also Related provisions and Defi- 
nitions at end of 125.2. 


History; Subsec. 125.2(1) amended by 1994,.c..7, Sch. VIII (1993, 
c. 24), subsec. 65(1), applicable to 1992 et seq. and, where a corpo- 
ration elected under subsection 111(2) (of the. amending legisla- 
tion — see under subsec. 190.1(2)) to have subsection 111Q1) (of 
the amending legislation) apply to its taxation years ending in 1991, 
to all such years except that in its application to such years, subsec. 
125.2(1) ‘shall be:read without reference to: 


(a) the expression “the total of”, 
(b) the word “and” at the end of para. 125.2(1)(b), and 
(c) para. 125,2(1)(c), 


and the referencé therein to “1992” shall be read as “1991”. Subsec. 
125.2(1) formerly read: 


(1) Deduction of Part VI tax — There may be deducted 
from the tax otherwise payable under this Part for a taxation 
year by a corporation that was throughout the year a financial 
institution (within the meaning assigned by section 190) an 
amount equal to the total of 


(a) its tax payable under Part VI for the year, and 


(b) such part of its unused Part VI tax credits for the 
seven taxation years immediately precéding and the three 
taxation years immediately following the year as the cor- 
poration may claim. 


1042 


Subdiv. b — Computation of Tax: Corporations 


Special Application: 1994, c. 7, Sch. If (1991, c. 49), s. 102 
provides that in its application to corporations described in para. (d) 
or (e) of the definition “financial institution” in subsec. 190(1), for 
taxation years beginning before February 21, 1990, subsec. 125.2(1) 
shall be read as follows: 


“125.2(1) There may be deducted from the tax otherwise pay- 
able under this Part for a taxation year by a corporation that 
was throughout the year a financial institution (within the 
meaning assigned by section 190) an amount equal to the 
lesser of 


(a) the total of 
(i) its tax payable under Part VI for the year, and 


(ii) such part of its unused Part VI tax credits for the 
3 taxation years immediately following the year. as 
the corporation claims; and 


(b) that proportion of its tax otherwise payable under this 
Part for the year that the number of days in the year that 
are after ead 20,1990 1s of the number of days in. 
‘the year.” 


Forms: T921: Calculation of unused Part VI tax credit and unused 
Part I tax credit. 


(2) Idem — For the purposes of this section; 


‘(a) an amount may not be claimed under subsec- 
tion (1) in computing a corporation’s tax payable 
under this Part for a particular taxation. year in re- 
spect of its unused Part VI tax credit for another 
taxation year until its unused Part VI tax credits 
for taxation years preceding the other year that 
may be claimed for the particular year have been 
claimed; and 


(b) an amount in respect of a corporation’s un- 


used Part VI tax credit for a taxation year may be | 


claimed under subsection (1) in computing its tax 
payable under this Part for another taxation year 
only to the extent that it exceeds, the, total.of all 
amounts each of which is the amount claimed. in 

“respect of that unused Part VI tax credit in com- 
puting its tax payable under this Part for a taxa- 
tion year preceding that other year. mh 


(3) Definition of “unused Part VI tax credit” — 
For the purposes of this section, “unused Part VI tax 
credit” of a corporation for a taxation year is the 
lesser of 


(a) its tax payable under Part VI (determined 
without reference to subsections 190.1(1.1) and 
(3)) for the year, and 


(b) the amount determined by the formula . 
A-B 
where 


A is its tax payable under Part VI fat the year 
(determined without reference to subsection 
190.1(3)), and 


B_ is the amount, if any, by which 


(i) the amount that would, but for this sec- 
tion, be its tax payable under this Part for 
the year 


S. 125.2(3) 


“exceeds” 


(ii) the lesser of its Canadian surtax paya- 
_ ble (within the meaning. assigned by sub- 
‘section 125.3(4)) and the amount. that 

would, but for subsection’181.1(4), be its 

tax payable under Part I.3 for the year. 


History: Subsec. 125.2(3) substituted by 1994, CHS. ws applica- 
ble for the purpose’ of computing-the amount that may be deducted 
by a corporation under subsec. 125,.2(1), 


(a) subject to paragraphs (b) and (c), for taxation years that end 
before 1992 in respect of unused Part V1 tax credits for taxation 
years that end after 1991; 


(b) where the corporation has elected under subsec. 111(2) of 
1993, c. 24 [see under. subsec. 190,1(2)], for its taxation years 
that end before 1991 in respect of unused Part VI tax credits for 
taxation years that end after 1990, except that for the purpose of 
computing its unused Part VI tax credits under subsec. 125.2(3) 
for taxation years that end in 1991, the amount determined 
under subpara. (ii) of the description of B in subsec. 125. 2(3) 
shall be deemed to be nil; and 


(c) where paragraph (b) does not apply and the Lanybetion 
elected under paragraph 88(2)(b) of 1994, c..21, [see under sub- 
para. 190.11(b)()J, for its taxation years that end before 1992 in 
respect of unused Part VI tax credits for taxation years that end 
after 1990, except that 


(i) for the purpose of computing its unused Part VI tax 
credits under subsec. 125.2(3) for its taxation years that end 
in 1991, the amount determined under subpara. (11) of the 
description of B in subsec. 125. 2(3) shall be deemed to be 
nil, and 


(ii) for the purpose of computing the amount that it may 
deduct under subsec. 125.2(1) for its taxation years that end 
in 1991, para. 125.2(3)(a) shall be read as follows: 


(a) its tax payable under Part VI (determined without 
reference to subsection 190.1(3)) for the year, and 


Subsec., 125.2(3) formerly read: 


(3) Definition of “unused Part VI tax éredit’ —— For the pur-. 
poses of this section, “unused Part VI tax credit” of a corpo- 
ration for a taxation year ending after 1991 means the amount 
determined by’ the formula’ 


A-B 
where , 
A is the corporation’s tax payable under Part VI for the year 
(determined without reference to subsection 190.1(3)), 
and . 


Bis the amount, if any, by which 


(a) the amount that would, but for this section, be its 
tax payable Ye this Part. for the year 


exceeds 


(b) the lesser of its:Canadian surtax payable (within 
the meaning assigned by subsection 125.3(4)) and 
the amount that would, but for subsection 181.1(4), 
be its tax payable under Part I.3 for the-year. 


Subsec. 125.2(3) amended by 1994, c. Tle Sch. VIII (1993, c. 24), 
subsec. 65(2), applicable for the purpose of computing the amount 
that may be deducted by a corporation under subsec. 125.2(1) 


(a) subject to paragraph (b), for taxation years ending before 
1992 in respect of unused Part. VI tax:credits for taxation years 
ending after 1991; or 


(b) where the corporation elected under subsection 111(2) (of 
the amending legislation — seé under subsec. 190.1(2)) ‘to-have 
subsection 111(1) (of the amending legislation) apply to its tax- 
ation years ending in 1991, for its taxation years ending before 
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1991 in respect of unused Part VI tax credits for taxation years 
ending after 1990, except that, for the purpose of computing its 
unused Part VI tax credits under subsec. 125.2(3), as amended, 
for taxation years ending in 1991, the amount determined under 
paragraph (b) in the description of B in the said subsection 
125.2(3) shall be deemed to be nil. 


Subsec. 125.2(3) formerly read: 


(3) Definition of “unused Part VI tax credit” — In this sec- 
tion, “unused Part VI tax credit” of a corporation for a taxa- 
tion year means the amount, if any, by which the corpora- 
tion’s tax payable under Part VI for the year exceeds. the 
amount that would, but for this section, be its tax payable 
under this Part for the year. 


Special Application: 1994, c. 7, Sch. II (1991, c. 49), s. 102 
provides that in its application to corporations described in para. (d) 
or (e) of the definition “financial institution” in subsec. 190(1), sub- 
sec. 125.2(3) shall be read as follows: 


“(3) For the purposes of this section, “unused Part VI tax 
credit” of a corporation for a taxation year commencing 
before February 21, 1990 means the amount, if any, by which 
the corporation’s tax payable under Part VI for the year ex- 
ceeds the amount deductible under subsection (1) in comput- 
ing its tax payable under this Part for the year.” 


Related Provisions [s. 125.2]: 87(2)G.9) — Amalgamation; 
88(1)(e.2) — Windings-up; 152(6) — Reassessment; 
161(7)(a)(vi) — Interest — Effect of carryback of loss, etc.: 
164(5.1)(g) — Refund of taxes — Interest payable in respect of re- 
payment of amount in controversy; 257 — Formula cannot calculate 
to less than zero. 


Pre-RSC History [s. 125.2]: S. 125.2 added by 1988, c. 55, s. 
104, applicable to 1988 ef seq., except that for the purposes of s. 
125.2 the unused Part VI tax credit of the corporation for each taxa- 
tion year ending before 1988 shall be deemed to be nil. 


Definitions [s. 125.2]: “amount” — 248(1): “corporation” — 
248(1), Interpretation Act 35(1); “tax payable” — 248(2): “taxation 
year” — 249; “unused Part VI tax credit” — 125.2(3). 


Forms: T921: Calculation of unused Part VI tax credit and unused 
Part I tax credit. 


125.3 (1) Deduction of Part 1.3 tax — There may 
be deducted in computing the tax payable under this 
Part for a taxation year by a corporation (other than a 
corporation that was throughout the year a financial 
institution, within the meaning assigned by section 
190) an amount equal to such part as the corporation 
claims of its unused Part I.3 tax credits for any of its 
7 immediately preceding taxation years ending 
before 1992, to the extent that that amount does not 
exceed the amount, if any, by which 


(a) its Canadian surtax payable for the year 
exceeds 


(b) the amount that would, but for subsection 
181.1(4), be its tax payable under Part 1.3 for the 
year. 


Related Provisions: 87(2)(j.9) — Amalgamations — continuing 
corporation; 88(1)(e.2) — Winding-up; 123.2(a) — Corporate sur- 
tax applies to total tax before claiming this credit. 
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History: Subsec. 125.3(1) amended by 1994; ¢:'7, Sch» VIII (1993, 
c. 24), subséc. 66(1), applicable to 1992 et segSubsec. (1) formerly 
read: 


(1) Deduction re Part 1.3 tax— There may be deducted 
from the tax otherwise payable under this Part for a taxation 
year by a corporation an amount, equal to the lesserof 


(a) the total of 
| (i) its tax payable under Part 1.3 for the year, and 


(ii) such part of its unused Part I.3 tax credits for the 
7 taxation years immediately preceding and the 3 
taxation years immediately following the year as the 
corporation may claim; and 


(b) its Canadian surtax payable for the year, 


Forms: T962: Calculation of unused Part 1.3 tax credit and unused 
surtax credit. 


(1.1) Idem — There may be deducted in computing 
the tax payable under this Part for a taxation year by 
a corporation that was a financial institution (within 
the meaning assigned by section 190) throughout the 
year an amount equal to such part as the corporation 
claims of its unused Part I.3 tax credits for any of its 
7 immediately preceding. taxation years ending 
before 1992, to the extent that that.amount does not 
exceed the lesser of 


(a) the amount, if any, by. which its Canadian sur- 
tax payable for the year exceeds the amount that 
would, but for subsection '181:1(4);-be its tax pay- 
able under Part I.3 for the year, and 


(b) the amount, if any, by which its tax payable 
under this Part (determined without reference to 
this section and section 125.2) for the year ex- 
ceeds the amount that would, but for subsections 
181.1(4) and 190.1(3), be: the total of its taxes 
payable under Parts I.3.and VI for the year. 
Related Provisions: 152(6)(f) — Assessments; 161(7)(a)(vii) — 
Interest — effect of carryback’ of loss, etc.; 164(5.1)(h) — Refund 


of taxes —effect,of cartyback of loss, ete.; 181:1(4)=(7) — Credit 
of surtax against Part I.3 tax after 1991, 


History: Subsec. 125.3(1.1) added by. 1994, c. 7, Sch. VHL.(1993, 
c. 24), subsec. 66(1), applicable to 1992 ef Seq. 


(2) Special rules — For the purposes of this 
section, 


(a) no amount may be claimed under subsection 
(1) in computing a corporation’s tax payable 
under this Part for a particular taxation year in re- 
spect of its unused Part 1.3 tax credit for another 
taxation year until its unused Part I.3 tax credits 
for taxation years preceding the other year that 
may be claimed for the particular year have been 
claimed; and 


(b) an amount in respect of a corporation’s un- 
used Part I.3 tax credit for a taxation year may be 
claimed under subsection (1) in computing its tax 
payable under this Part for another taxation year 
only to the extent that it exceeds the total of all 
amounts each of which is the amount claimed in 
respect of that unused Part I.3 tax credit in com- 
puting its tax payable under this Part for a taxa- 
tion year preceding that other year. 
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(3) Acquisition of control — Where, at any time, 
control of a corporation has been acquired by: a per- 
son or group of persons, no amount in respect of its 
unused Part I.3 tax credit for a taxation year-ending 
before that time is deductible by the corporation. for 
a taxation year ending after that time and no amount 
in respect of its unused Part I.3 tax credit for a taxa- 
tion year ending after that time is deductible by the 
corporation for a taxation year ending before that 
time, except that 


(a) where a business. was carried on by. the corpo- 
ration in a taxation year ending before that time, 
its unused Part I.3 tax credit for that year is de- 
ductible by the corporation for a particular taxa- 
tion year ending after that time only if that busi- 
ness was carried on by the corporation for profit 
or with a reasonable expectation of ’ profit 
throughout the particular year and only to the ex- 
tent of that proportion of the corporation’s Cana- 
dian surtax payable for the particular year that 


(i) the amount, if any, by which 


(A) the total of its income for the particular 
year from that business and, where proper- 
ties were sold, leased, rented or developed 
or services rendered in the course of carry- 
ing on that business before that time, its in- 
come for the particular year from any other 
business substantially all the income of 
which was derived from the sale, leasing, 
rental or development, as the case may. be, 
of similar properties or the rendering of 
similar services 


exceeds 


(B) the total of all amounts each of which 
is an amount deducted under paragraph 
111(1)(a) or (d) for the particular year by 
the corporation in respect of a non-capital 
loss or a farm loss, as the case may be, for 
‘a taxation year in respect of that business 
or the other business, 


is of the greater of 


(ii) the amount determined under subpara- 
graph (i), and 

(iii) the corporation’s taxable income for the 
particular year; and 


(b) where a business was carried on by the corpo- 
ration throughout a taxation year ending after that 
time, its unused Part I.3 tax credit for that year is 
deductible by the corporation for a particular tax- 
ation year ending before that time only if that 
business was carried on by the corporation for 
profit or with a reasonable expectation of profit in 
the particular year and only to the extent of that 
proportion of the corporation’s Canadian. surtax 
payable for the particular year that 


(i) the amount, if any, by which 


(A) the total of its income for the particular 
year from that business and, where proper- 


S. 125.3(4) unu 


ties were sold, leased, rented. or developed 
or services rendered in the course of carry- 
ing on that business before that time, its in- 
come for the particular year from any other 
business substantially all the income of 
which was derived from the sale, leasing, 
rental or development, as the case may be, 
of similar properties or the rendering of 
similar services 


exceeds 


(B) the total of all amounts each of which 

is an amount deducted under paragraph 
111(1)(a) or (d) for the particular year by 
the corporation in respect of a non-capital 
loss or a farm loss, as the case may be, for 
a taxation year in respect of that business 
or the other business, 


is of the greater of 
(ii) the amount determined under subpara- 
graph (i), and 
(iii) the corporation’s taxable income for the 
particular year. 
Related Provisions: 256(9) — Date of acquisition. of control. 


1.T. Technical News: No. 7 (control by a group — 50/50 
arrangement). 


(4) Definitions — For the purposes of this section, 


“Canadian surtax payable” of a corporation for a 
taxation year means 


(a) in the case of a corporation that is non-resi- 
dent throughout the year, the lesser of 


(i) the amount determined under section 123.2 
in respect of the corporation for the year, and 


(ii) its tax payable under this Part for the year, 
and 


(b) in any other case, the lesser of 
(i) the prescribed proportion of the amount de- 
termined under section 123.2 in respect of the 
corporation for the year, and 
(ii) its tax payable under this Part for the year; 


History: The definition “Canadian surtax payable” in subsec. 
125.3(4) substituted by 1994, c. 21, s. 59, applicable to 1994 et seq. 
That definition formerly read: 


“Canadian surtax payable” of a corporation for a taxation 
year means 


(a) in the case of a corporation that is throughout the year 
not resident in Canada, the amount determined under sec- 
tion 123.2 in respect-of the corporation for the year, and 


(b) in any other case, the prescribed proportion of the 
amount determined under section 123.2 in respect of the 
corporation for the year; 


Regulations: 8602 (prescribed proportion). 


“amused Part I.3 tax credit” of a corporation for a 
taxation year means 
(a) where the year ended before 1992, the 
amount, if any, by which its tax payable under 
Part I.3 for the year exceeds the amount deducti- 
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ble under subsection (1) in computing its tax pay- 
able under this Part for the year, and 


(b) where the year ends after 1991, the amount, if 
any, by which the corporation’s tax payable 
under Part I.3 for the year (determined without 
reference to subsection 181.1(4)) exceeds its Ca- 
nadian surtax payable under this Part for the year. 


Related Provisions: 87(2)(j.9) — Amalgamations; 88(1)(e.2) — 
Winding-up. 


History: “Unused Part 1.3 tax credit” in subsec. 125.3(4) amended 
by 1994, c. 7, Sch. VIII (1993; c. 24), subsec. 66(2), applicable for 
the purpose of computing the amount that may be deducted under 
subsec; 125.3(1) for taxation years ending after June 1989. The defi- 
nition formerly. read: 


“unused Part 1.3 tax credit” of a corporation fora taxation 
year means the amount, if any, by which the corporation’s tax 
payable under Part 1.3 for the year exceeds the amount de- 
ductible under subsection (1) in computing its tax payable 
under this Part for the year. 


Forms: 1962: Calculation of unused Part I.3 tax credit and unused 
surtax credit. 


Pre-RSC History [s. 125.3]; S..125.3 added by 1990, c. 39, s. 29, 
applicable (by subsec. 29(2), as amended by 1991, c. 49, s. 254) to 
taxation years ending after June 1989 except that, in its application 
to a taxation year of a corporation commencing’ before July 1989, 
the definition “Canadian surtax payable” in subsec. 125.3(4) shall 
be read as follows: 


“Canadian surtax payable” of a corporation for a taxation 
year means that proportion of 


(a) in the case of a corporation that is throughout the year 
not resident in Canada, the amount determined under sec- 
tion 123.2 in respect of the corporation for the year, and 


(b) in any other case, the prescribed proportion of the 
amount determined under section 123.2 in respect of the 
corporation for the year Hee 


that the number of days in the year that are after June 1989 is 
of the number of days in the year; ; 


The amendment ensures that the definition applies without refer- 
ence to the new surtax credit provided under Part I.3 (see subsec. 
181.1(4)). In other words, Part I.3 liability, for purposes of calculat- 
ing the amount of any excess’ of ‘that liability over Canadian surtax 
payable, is determined before accounting for.the reduction of Part 
I.3 tax by the new surtax credit. 


Definitions [s. 125.3]: “amount”, “business” — 248(1); “Can- 
ada” — 255; “Canadian surtax payable’ — 125.3(4); “corpora- 
tion” — 248(1), Interpretation Act 35(1): “farm loss” — 111(8), 
248(1); “financial institution” — 190(1); “non-capital loss” — 
111(8), 248(1); “prescribed” — 248(1); “resident” — 250: “taxable 
income” — 2(2), 248(1); “taxation year’ — 249: “unused Part 1.3 
tax credit” — 125.3(4). 


Canadian Film or Video Production 
Tax Credit 


125.4 (1) Definitions — The definitions in this 
subsection apply in this section. 


“assistance” means an amount, other.than an 
amount deemed under subsection (3) to have been 
paid, that would be included under paragraph 
12(1)(x) in computing the income of a taxpayer for 
any taxation year if that paragraph were read without 
reference to subparagraphs (v) to (vii). 
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Related Provisions: 87(2)(j.94) —~ Amalgamations —continu- 
ing corporation; 125.4(5) — Credit is deemed to-be assistance for 
all purposes. under the Act. 


“Canadian film or video production” has the 
meaning assigned by regulation. - , 
Regulations: 1101(5k.1) (separate class for Canadian film or 
video production); 1106(3) (definition of “Canadian film or video 
production”); Sch. II:Cl. 10(x) (CCA class for Canadian film or 
video production). 


“Canadian film or video production certificate” 
means a certificate issued in respect of a production 
by the Minister of Canadian Heritage 
(a) certifying that the production is a Canadian 
film or video production, and | 
(b), estimating amounts relevant for. the purpose 
of determining the amount deemed under subsec- 
tion (3) to have been paid-in respect of the 
production. 


Related Provisions: 125:4(3) — Tax credit where certificate is- 
sued; 125.4(6) — Revocation of certificate. 


“investor”? means a person, other than a prescribed 
person, who is not actively engaged on a regular, 
continuous and substantial basis in a business carried 
on through a permanent establishment (as defined by 
regulation) in Canada that is a Canadian film or’ 
video. production business. 


Regulations: 1106(7) (prescribed: person); 8201 (permanent 
establishment), 


“Jabour’ expenditure” of a corporation for a taxa- 
tion year in respect of a property of the corporation 
that is a Canadian film or video production means, in 
the case of a corporation that is not a qualified cor- 
poration for the year, nil, and in the case of a corpo- 
ration that is a qualified corporation for the year, 
subject to subsection (2), the total of the following 
amounts to the extent that they are reasonable in the 
circumstances and included in the cost or, in the case 
of depreciable property, the capital cost to the corpo- 
ration of the property: 


(a) the salary or wages directly attributable to the 
production that are incurred after 1994 and in the 
year, or the preceding taxation year, by the corpo- 
ration for the stages of production of the prop- 
erty, from the final script stage to the end of the 
post-production stage, and paid by it in the year 
or within 60 days after the end of the year (other 
than amounts incurred in that preceding year that 
were paid within 60 days after the end of that pre- 


ceding year), oer 
(b) that portion of the remuneration (other ‘than 
salary or wages and other than remuneration that 
relates to services rendered in the preceding taxa- 
tion year and that was paid within 60 days after 
the end of that preceding year) that is directly at- 
tributable to the production of property, that re- 
lates to services rendered after 1994 and in the 
year, or that preceding year, to the corporation for 
the stages of production, from the’ final script 
Stage to the end of the post-production stage, and 
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that is paid by it:m the year or within 60 days 
after the end of the year to 


(i) an individual who is not an employee of 
the corporation, to the extent that the amount 
paid 


(A) is attributable to services personally 
rendered by the individual for the produc- 
tion of the property, or 


(B) is attributable to and does not exceed 
the salary or wages of the individual’s em- 
ployees for personally rendering services 
for the production of the property, — 


(ii) another taxable Canadian corporation, to 
the extent that the amount paid is attributable 
to and does not exceed the salary or wages of 
* the other corporation’s employees for person- 
“ally rendering services for the production of 
the property, 


(iii) another taxable Canadian corporation all 
the issued and outstanding shares of the capi- 
tal stock of which (except directors’. qualify- 
ing shares) belong to an individual and the ac- 
tivities of which consist principally of the 
provision of the individual’s services, to the 
extent that the amount paid is attributable to 
services rendered personally by the individual 
for the production of the property, or 


(iv) a partnership that is carrying on business 
in Canada, to the extent that the amount paid 


(A) is attributable to services. personally 
rendered by an individual who is a mem- 
ber of the partnership for the production of 
the property, or 


(B) is attributable to and does not exceed 
the salary or wages of the partnership’s 
employees for personally rendering ser- 
vices for the production of the Pieter 
and 


(c) where 


(i) the corporation is a subsidiary. wholly- 
owned corporation of another taxable Cana- 
dian corporation (in this section referred to as 
the “parent’), and 


(ii) the corporation and the parent have agreed 
that this paragraph apply in respect of the 
production, 


the reimbursement made by the Seater in the 
year, or within 60 days after the end of the year, 
of an expenditure that was incurred by the parent 
in a particular taxation year of the parent in re- 
spect of that production and that would be in- 
cluded in the labour expenditure of the corpora- 
tion in respect of the property for the particular 
taxation year because of paragraph (a) or (b) if 


(iii) the corporation had had such a particular 
taxation year, and 


S. 125.4(1) qua 


(iv) the expenditure were incurred by the cor- 
poration for the same purpose as it was by the 
parent and were paid at the same time and to 
the same person or partnership. as it was by 
the parent. 
Related Provisions: 13(7)-(7.4) — Capital cost of depreciable 
property; 125.4(1), 248(1) —- Extended meaning of salary or wages; 
125.4(2) — Rules governing labour expenditure. 


“qualified corporation” for a taxation year means a 
corporation that is throughout the year a prescribed 
taxable Canadian corporation the activities of which 
in the year are: primarily the carrying: on through a 
permanent establishment (as defined by regulation) 
in Canada. of a business that is a Canadian film. or 
video production business. ! 


Regulations: 8201 (permanent establishment). 


“qualified labour expenditure” of a corporation for 
a taxation year in respect of a property of the corpo- 
ration that is a Canadian film or video production 
means the lesser of 


(a) the amount, if any, by which ~ 
(i) the total of 


(A) the labour expenditure of the corpora- 
tion for the year in respect of the produc- 
tion, and 


(B) the amount by which the total of all 
amounts each of which is the labour ex- 
penditure of the corporation for a preced- 
ing taxation year in respect of the produc- 
tion exceeds the total of all amounts each 

of which is a qualified labour expenditure 
of the corporation in respect of the produc- 
tion for a preceding taxation year before 
the end of which the principal filming or 
taping of the production began 


exceeds 


(ii) where the corporation is a parent, the total 
of all amounts each of which is an amount 
that is the subject of an agreement in respect 
of the production referred to in paragraph (c) 
of the definition “labour expenditure” be- 
tween the corporation and its wholly- -owned 
corporation, and 


(b) the amount determined by the formula 


A-B 
where 
A is 48% of the amount by which 
(i) the cost or, in the case of depreciable 
property, the capital cost to the corporation 
of the production at the end of the year, 
exceeds | 


(ii) the total of all amounts each of which 
is an amount of assistance in respect of 
that cost that, at the time of the filing of its 
return of income for the year, the corpora- 
tion or any other person or partnership-has 
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received, is entitled to receive or can rea- 
sonably be expected to receive, that has 
not been repaid before that time pursuant 
to a legal obligation to do so (and that does 
not otherwise reduce that cost), and 


B is the total of all amounts each of which is the 
qualified labour expenditure of the corpora- 


tion in respect of the production for a preced- 


ing taxation year before the end of which the 
principal filming or taping of the production 
began. 


Related Provisions: 257 — Formula cannot calculate to less than 
Zero. 


“salary or wages” does not include an amount de- 
scribed in section 7 or any amount determined by 
reference to profits or revenues. ' aad 
Related Provisions: 125.4(2)(a) — Meaning of “remuneration”; 


248(1)“salary or wages” — Definition extended to include all in- 
come from employment. 


(2) Rules governing labour expenditure of a 
corporation — For the purpose of the definition 
“labour expenditure” in subsection (1), _ 


(a) remuneration does not include remuneration 
determined by reference to profits or revenues; 
and 


(b) services referred to in paragraph (b) of that 
definition that relate to the post-production stage 
of the production include only the services that 
are rendered at that stage by a person who per- 
forms the duties of animation cameraman, assis- 
tant colourist, assistant mixer, assistant sound-ef- 
fects technician, boom operator, colourist, 
computer graphics designer, cutter, developing 
technician, director of post production, dubbing 
technician, encoding technician, inspection tech- 
nician — clean up, mixer, optical effects techni- 
cian, picture editor, printing technician, projec- 
tionist, recording technician, senior editor, sound 
editor, sound-effects technician, special effects 
editor, subtitle technician, timer, video-film re- 
corder operator, videotape operator or by.a per- 
son who performs a prescribed duty. 


(3) Tax credit — Where 


(a) a qualified corporation for a taxation year files 
with its return of income for the year 


(i) a Canadian film or video production certif- 
icate issued in respect of a Canadian film or 
video production of the corporation, 


(li) a prescribed form containing prescribed 
information, and 


(ili) each other document prescribed in respect 
of the production, and 


(b) the principal filming or taping of the produc- 
tion began before the end of the year, 
the corporation is deemed to. have paid on its bal- 


ance-due day for the year an amount on account of 
its tax payable under this Part for the year equal to 
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25% of its qualified labour expenditure for the year 
in respect of the production. ivi 
Related Provisions: 87(2)(j.94) — Amalgamations — continu- 
ing corporation; _123.2(a) — Corporate surtax applies to otal tax 
before claiming film/video credit; 125.4(4) — No credit where in- 
vestor can claim deduction; 125.4(5) — Credit constitutes assis- 
tance for purposes of the Act generally; 125.4(6) — Credit lost ret- 
roactively if. certificate revoked; 125.5(4) — No_ film/video 
production services credit if Canadian film/video credit is available 
under 125.4; 152(1)(b) — Assessment of credit; 157(3)(e) — Re- 
duction in monthly instalment.to reflect credit; 163(2)(f) — Penalty 
for false statement or omission; 220(6) — Assignment of refund 
permitted. 
History: The closing words of subsec, 125.4(3) amended by 1997, 
c. 25, s. 34, applicable to 1996 et seg. The closing words formerly 
read: +3 ; ahve , i} 
the corporation is deemed to have paid, on the day ‘referred to 
in paragraph 157(1)(b) on.or. before which. the corporation 
would be required ‘to pay the remainder of its tax. payable 
under this Part for the year if such a remainder were payable, 
an amount on account of its tax payable under this Part for 
the year equal to 25% of its qualified labour expenditure for 
the year, in. respect. of the. production. 


Regulations: 1101(5k.1)(a) (separate.class for CCA purposes). 


(4) Exception — This section does not apply to a 
Canadian film or video production where an inves- 
tor, or a partnership in which an investor has an in- 
terest, directly or indirectly, may deduct an amount’ 
in respect of the production in computing its income 
for any taxation year. faire 


(5) When assistance received.— For the pur- 
poses of this Act other. than this section, and for 
greater certainty, the amount that a corporation is 
deemed under subsection (3) to have paid for a taxa- 
tion year is assistance received by the corporation 
from a government immediately before the end of 
the year. ; 

Related Provisions: 12(1)(x)— Inclusion of assistance in in- 
come; 13(7.4) — Reduction in capital cost of depreciable property 
to reflect assistance; 53(2)(k) — Reduction in ACB of capital prop- 


_ erty to reflect assistance... 


(6) Revocation of a certificate — A Canadian 
film or video production certificate in respect of a 
production may be revoked by the Minister of Cana- 
dian Heritage where , 
(a) an omission or incorrect statement was made 
for the purpose of obtaining the certificate, or 


(b) the production is not a Canadian film or video 
production, : 


_and, for the purpose of subparagraph (3)(a)(i), a cer- 


tificate that has been revoked is deemed never to 
have been issued. . i191 Of 


History: S. 125.4 added by 1996, c. 21, s. 28, applicable to 1995 er 


_ Seq. except that, in applying the definition “qualified corporation” in 


subsec. 125.4(1) in respect of a film or video production the princi- 
pal photography of which began before July 1996, the words “are 
primarily” in that ‘definition shall be read as “include”. 


Definitions [s. 125.4]: “amount” — 248(1); “assistance” — 
125.4(1), (5); “balance-due day” —,248(1); “business”, = 248(1): 
“Canada” — 255; “Canadian film or video production”, “Canadian 
film or video production certificate” — 125.4(1); “capital cost” — 
of depreciable property 13(7)-(7.4), (10), 70(12),°128.1(1)(c), 
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128.1(4)(c); “carrying on» businéss in Canada” — 253; ‘‘corpora- 
tion” — 248(1), Interpretation Act 35(1); “depreciable property” — 
13(21), 248(1); “employee”, “individual” — 248(1); “investor” — 
125.4(1); “labour expenditure” — 125.4(1), (2); “parent” — 
125.4(1)“‘labour expenditure’’(c)(i); “permanent establishment” — 
Reg. 8201; “person”, “prescribed”, —-248(1); “qualified corpora- 
tion”, “qualified labour expenditure” — 125.4(1); “regulation” — 
248(1); “remuneration” — 125.4(2)(a); “salary or wages” — 
125.4(1), 248(1); “share”,-“subsidiary wholly-owned :corpora- 
tion” — 248(1); “taxable Canadian corporation” — 89(1), 248(1); 
“taxation year’ — 249. 


Film or Video Production Services 
Tax Credit 


125.5 (1) Definitions — The definitions in this 
subsection apply in this section. 


“accredited film or video production certificate’, 
in respect of a film or video production, means a cer- 
tificate issued by the Minister of Canadian Heritage 
certifying that the production is an accredited 
production. 


Related Provisions: 125.5(3) — Tax credit where certificate 1s- 
sued; 125.5(6) — Revocation of certificate. 


“accredited production” has the meaning assigned 
by regulation. 


Regulations: 9300 (meaning of accredited production), 


“assistance” means an amount, other than an 
amount deemed under subsection (3) to have been 
paid, that would be included under paragraph 
12(1)(x) in computing the income of a taxpayer for 
any taxation year if that paragraph were read without 
reference to subparagraphs (v) to (vil). 


“Canadian labour expenditure” of a corporation 
for a taxation year in respect of an accredited pro- 
duction means, in the case of a corporation that is 
not an eligible production corporation in respect of 
the production for the year, nil, and in any other 
case, subject to subsection (2), the total of the fol- 
lowing amounts in respect of the production to the 
extent that they are reasonable in the circumstances: 


(a) the salary or wages directly attributable to the 
production that are incurred by the corporation 
after October 1997, and in the year or the preced- 
ing taxation year, and that relate to services ren- 
dered in Canada for the stages of production of 
the production, from the final script stage to the 
end of the post-production stage, and paid by it in 
the year or within 60 days after the end of the 
year to employees of the corporation who were 
resident in Canada at the time the payments were 
made (other than amounts incurred in that pre- 
ceding year that were paid within 60 days after 
the end of that preceding year), 


(b) that portion of the remuneration (other than 
salary or wages and other than remuneration that 
relates to services rendered in the preceding taxa- 
tion year and that was paid within 60 days after 
the end of that preceding year) that is directly at- 
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tributable to the production, that relates to ser- 
vices rendered in Canada after October 1997 and 
in the year, or that preceding year, to. the corpora- 
tion for the stages of production of the produc- 
tion, from the final script stage to the end of the 
post-production stage, and that is paid by it in the 
year or within 60 days after the end of the year to 
a person or a partnership, that carries on a busi- 
ness in Canada through a permanent establish- 
ment (as defined by regulation), and that is 


(i) an individual resident in Canada at the time 
the amount is paid and who is not an em- 
ployee of the corporation, to the extent that 
the amount paid 


(A) is attributable to services personally 
rendered by the individual in Canada in re- 
spect of the accredited production, or 


(B) is attributable to and does not exceed 
the salary or wages paid by the individual 
to the individual’s employees at a time 
when they were resident in Canada for per- 
sonally rendering services in Canada. in re- 
spect of the accredited production, 


(ii) another corporation that is a taxable Cana- 
dian corporation, to the extent that the amount 
paid is attributable to and does not exceed the 
salary or wages paid to the other corporation’s 
employees at a time when they were resident 
‘in Canada for personally rendering services in 
Canada in respect of the accredited 
production, 


(iii) another corporation that is a taxable Ca- 
nadian corporation, all the issued and out- 
standing shares of the capital stock of which 
(except directors’ qualifying shares) belong to 
an’ individual who was resident in Canada and 
the activities of which consist principally of 
the provision of the individual’s services, to 
the extent that the amount paid is attributable 
to services rendered personally in Canada by 
the individual in respect of the accredited pro- 
duction, or 


(iv) a partnership, to the extent that the 
amount paid 


(A) is attributable to services personally 
rendered in respect of the accredited pro- 
duction by an individual who is resident in 
Canada and who is a member of the part- 
nership, or 


(B) is attributable to and does not exceed 
the salary or wages paid by the partnership 
to its employees at a time when they were 
resident in Canada for personally render- 
ing services in Canada in respect of the ac- 
credited production, and 


(c) where 


(i) the corporation is a subsidiary wholly- 
owned corporation of another corporation that 
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is a taxable Canadian corporation (in this sec- 
tion referred to as the “parent’’), and 


_ (ii) the corporation and the parent have filed 
with the Minister an agreement that this para- 
graph apply in respect of the production, 


the reimbursement made by the corporation in the 
__ year, or within 60 days after the end of the year, 
_ of an expenditure that was incurred by the parent 
in a particular taxation year of the parent in re- 
spect of the production and that would be in- 
cluded in the Canadian labour expenditure of the 
~ corporation in respect of the production for the 
particular taxation year because of paragraph (a) 
or (b) if . 

“- (it) the corporation had had such a particular 

taxation year, and RYO DSTS 
(iv) the expenditure were incurred by the cor- 
poration for the same purpose as it was in- 
- curred by the parent.and were paid at the same 
time and to the same person or partnership as 

it was paid by the parent. 

Related Provisions: 13(7)(7.4) — Capital cost ‘of depreciable 
property; 87(2)G.94) — Amalgamations — continuing corporation; 
125.5(1),. 248(1) — Extended meaning of salary or wages; 

125.5(2) — Rules governing labour expenditure. 


Regulations: 8201 (permanent establishment; not yet amended to 
apply for purposes of 125.5). 


“eligible production corporation’’, in respect of an 
accredited production for a taxation year, means a 
Corporation, the activities of which in the year in 
Canada are primarily the carrying on through a per- 
manent establishment (as defined by regulation) in 
Canada of a film or video production business or a 
film or video production services business and that 
(a) owns the copyright in the accredited produc- 
tion throughout the period during which. the pro- 
duction is produced in Canada, or 


(b) has contracted directly with the owner of the 
copyright in the accredited production to provide 
production services in respect of the production, 
where the owner of the copyright is not an eligi- 
ble production corporation in respect ‘of the 
production, 


except a corporation that is 


(c).a person all or part of whose taxable income is 
exempt from tax under this Part; 


(d) controlled directly or indirectly in any manner 
whatever by one or more persons all or part of 
whose taxable income is exempt from tax under 
this Part, or 


(e) prescribed to be a labour-sponsored venture 
capital corporation for the purpose of section 
127.4. 


Regulations: 6701 (prescribed labour-sponsored venture capital 
corporation); 8201 (permanent establishment: not yet amended to 
apply for purposes of 125.5). 


“qualified Canadian labour expenditure” of an el- 
igible production corporation for a taxation year in 
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respect of an accredited production means the 
amount, if any, by which 


(a) the total of all amounts each of which is the 
corporation’s Canadian labour expenditure: for 
the year or a preceding taxation year 


exceeds the aggregate of 


(b) the total of all amounts, each of which is an 
amount of assistance that can reasonably be con- 
sidered to be in respect of amounts included in 
the total determined under paragraph (a) in re- 
spect of the corporation for the year that, at the 
time of filing its return of income for the year, the 
corporation or any other person or partnership 
has received, is entitled to receive or Gan reasona- 
bly be expected to receive, that has not been te- 

_ paid before that time pursuant to a legal obliga- 
‘tion to do so (and that does not otherwise teduce 
that expenditure), 


(c) the total of all amounts, each of which is the 
qualified Canadian labour expenditure of the cor- 
poration in respect of the accredited production 
for a preceding taxation year before the end of 
which the principal filming or taping of the pro- 
duction began, and ) 
(d) where the corporation is a parent, the total of 
all amounts each of which is included in the’ total 
determined under paragraph (a) in respect of the 
corporation for the year and is the subject of an 
agreement in respect of the accredited production 
referred to in paragraph (c) of the definition “Ca- 
_ nadian labour expenditure” between the corpora- 
tion and its subsidiary wholly-owned corporation. 


“salary or wages’ does not include an amount de- 
scribed in section 7 or an amount determined by ref- 
erence to profits or revenues. 3 

Related Provisions: 125,5(2)(a) — Meaning of “remuneration”; 
248(1)“salary or wages” — Definition extended to include all in- 
come from employment. 


History: Subsec. 125.5(1) added by 1998, c. 19, s. 145.1, applica- 
ble to taxation years that end after October 1997. 


(2) Rules governing Canadian labour 
expenditure of a corporation — For the purpose 
of the definition “Canadian labour expenditure” in 
subsection (1), 


(a) remuneration does. not include remuneration 
determined by reference to profits or revenues: 


(b) services referred to in paragraph (b) of that 
definition that relate to the post-production Stage 
of the accredited production include only the ser- 
vices that are rendered at that stage by a person 
who performs the duties of animation camera- 
man, assistant colourist, assistant mixer, assistant 
sound-effects technician, boom operator, colour- 
ist, computer graphics designer, cutter, develop- 
ing technician, director of post production, dub- 
bing technician, encoding technician, inspection 
technician — clean up, mixer, optical effects 
technician, picture editor, printing technician, 
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_ projectionist, recording technician, senior editor, 
sound editor, sound-effects technician, special ef- 
fects editor, subtitle technician, timer, video-film 
recorder operator, videotape operator or by a per- 
son who performs a prescribed duty; 


(c) that definition does not apply to an amount to 
which section 37 applies; and 


(d) for greater certainty, that definition does not 
apply to an amount that is not a production cost 
including an amount in respect of advertising, 
marketing, promotion, market research or an 
amount related in any way to another film or 
video production. | 


History: Subsec. 125.5(2) added by 1998, c. 19,'s. 145.1, applica- 
ble to taxation years that end after October 1997. 


(3) Tax credit — Subject to subsection (4), where 


(a) an eligible production corporation in respect 
of an accredited production for a taxation year 
files with its return of income for the year 


(i) a prescribed form containing prescribed in- 
formation in respect of the production, 


(ii) an accredited film or video production cer- 
tificate in respect of the production, and 


(iii) each other document ae deed in respect 
of the production, and 


(b) the principal filming or taping of the produc- 
tion began before the end of the year, 


the corporation is deemed to have paid on its bal- 
ance-due day for the year an amount on account of 
its tax payable under this Part for the year equal to 
11% of its qualified Canadian labour expenditure for 
the year in respect of the production. 

Related Provisions: 87(2)(j.94) — Amalgamations — continu- 
ing corporation; 123.2(a) — Corporate surtax applies to total: tax 
before claiming film/video credit; 125.5(4) — No credit where Ca- 
nadian film/video credit allowed under 125.4; 125.5(5) — Credit 
constitutes assistance for purposes of the Act generally; 125.5(6) — 
Credit lost retroactively if certificate revoked; 152(1)(b) — Assess- 
ment of credit; 157(3)(e) — Reduction in monthly instalments to re- 
flect credit; 163(2)(g) — Penalty for false statement or omission. 


History: Subsec. 125.5(3) added by 1998, c. 19, s. 145.1, applica- 
ble to taxation years that end after October 1997. 


Forms: T1131; Claiming a Canadian film or video production tax 
credit. 


(4) Canadian film or video production — Sub- 
section (3) does not apply in respect of a production 
in respect of which an amount is deemed to have 
been paid under subsection 125.4(3). 


History: Subsec. 125.5(4) added by 1998, c. 19, s. 145.1, applica- 
ble to taxation years that end after October 1997. 


(5) When assistance received — For the pur- 
poses of this Act other than this section, and for 
greater certainty, the amount that a corporation is 
deemed under subsection (3) to have paid fora taxa- 
tion year. is assistance received by the corporation 
from a government immediately before the end of 
the year. 


S. 126(1)(b)@ 


Related Provisions: 12(1)(x) — Inclusion of assistance into in- 
come; 13(7.4) — Reduction in capital cost of depreciable.property 
to reflect assistance; 53(2)(k) — Reduction in adjusted cost base of 
capital property to reflect assistance. 


History: Subsec. 125.5(5) added by 1998, c. 19, s. 145.1, applica- 
ble to taxation years that end after October 1997. 


(6) Revocation of certificate — An accredited 
film or video production certificate in respect of an 
accredited production may be revoked by the Minis- 
ter of Canadian Heritage where 


(a) an omission or incorrect statement was made 
for the purpose of obtaining the certificate, or 


(b) the production is not an accredited 


production, 


and, for the purpose of subparagraph (3)(a)(ii), a cer- 
tificate that has been revoked ‘is deemed never to 
have been issued. 


History: Subsec.. 125,5(6) added by 1998, c. 19, s. 145.1, applica- 
ble to taxation years that end after October 1997. 


Definitions [s. 125.5]: ‘‘accredited film or video production cer- 
tificate”, “accredited production” — 125.5(1); “amount” — 248(1); 
“assistance” — 125.5(1), (5); “business” —248(1); “Canada” — 
255; “Canadian labour expenditure” — 125.5(1); “carries on busi- 
ness in Canada” + 253; “corporation” — 248(1), ee Segoe Act 
35(1); eligible production corporation” — 248(1); “employee”, “in- 
dividual” —.248(1); “parent” — 125.5(1)“Canadian labour expen- 
diture”(c)(i); “permanent establishment” — Reg. 8201; “person”, 
“prescribed” — 248(1); “qualified Canadian labour expenditure” — 
125.5(1); “regulation” — 248(1); “remuneration” — 125.5(2)(a); 
i ; “salary or wages” — 125.5(1), 248(1); 


“share” — 248(1); ° 
248(1); “taxable Canadian corporation” — 89(1), 248(1); “taxation 
year” — 249. 


Subdivision c — Rules Applicable 
to All Taxpayers | 


126. (1) Foreign tax deduction [foreign tax 
credit] — A taxpayer who was resident in Canada 
at any time in a taxation year may deduct from the 
tax for the year otherwise payable under this Part by 
the taxpayer an amount equal to 


(a) such part of any non-business-income tax paid 
by the taxpayer for the year to the government of 
a country other than Canada (except, where the 
taxpayer is a corporation, any such tax or part 
thereof that may reasonably be regarded as hav- 
ing been paid by the taxpayer in respect of in- 
come from a share of the capital stock of a for- 
eign affiliate of the taxpayer) as the taxpayer may 
claim, 


/ not exceeding, however, 


(b) that proportion of the tax for the year other- 
wise payable under this Part by the taxpayer that 


(i) the total of the taxpayer’s incomes from 
sources in that country, excluding any portion 
thereof that was deductible by the taxpayer 
under subparagraph 110(1)(f)G) or in respect 
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of which an amount was deducted by the tax- the period or periods referred to in sub- 

_ payer under section 110.6, & ~ . Clause (ID); as the case may be, and 
(A) for the year, if section 114 is not appli- (B) the amount, if any, added under sec- 
cable, or tion 110.5 in computing the taxpayer’s tax- 


able income for the year. 


(B) if section 114 is applicable, for the pe- 
riod or periods in the year referred to in 
- paragraph 114(a), : 


on the assumption that — 


(C) no businesses were carried on by the 
taxpayer in that country, 


(D) where the taxpayer is a corporation, it 
had no income from shares of the capital 
Stock of a foreign affiliate of the taxpayer, 
and | | 


(E) where the taxpayer is an individual, 


(I) no amount was deducted under sub- 
section 91(5) in computing the tax- 
payer’s income for the year, and 


(II) if the taxpayer deducted an amount 
under subsection 122.3(1) from the tax- 
payer’s tax otherwise payable under 
this Part for the year, the taxpayer’s in- 
come from employment in that country 
was not from a source in that country to 
the extent of the lesser of the amounts 
determined in respect thereof under 
paragraphs 122.3(1)(c) and (d) for the 
year, 
is of 
(ii) the total of 
(A) the amount, if any, by which, 


(1) where section 114 is not applicable 
to the taxpayer in respect of the year, 
the total of the taxpayer’s income for 
the year and the amount, if any, added 

_ under subsection 110.4(2) in computing 
the taxpayer’s. taxable income for the 
year, and 


(II) where section 114 applies to the 
taxpayer in respect of the year, the total 
of the taxpayer’s income for the period 
or periods in the year referred to in par- 
agraph 114(a) and the amount that 
would be determined under paragraph 
114(b) in respect of the taxpayer for the 
year if subsection 115(1) were read 
without reference to paragraphs 
115(1)(d) to (f) 


exceeds 


(III) the total of all amounts each of 
which is an amount deducted by the 
taxpayer under section 110.6 or para- 
graph 111(1)(b), or deductible by the 
taxpayer under paragraph 110(1)(d), 
(d.1), (d.2), (d.3), (f) or (j) or section 
112 or 113, for the year or in respect of 
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Related Provisions: 20(11), 20(12) — Deduction instead of 
credit for foreign taxes paid; 20(12)— Foreign non-business in- 
come tax;'104(22.1) — Foreign tax credit allocated to beneficiary of 
trust; 110.5 — Addition to corporation’s taxable income to increase 
foreign tax credit; 123.2(a) — Corporate surtax applies to total tax 
before claiming foreign tax credit; 126(6) — Separate deduction in 
respect of each country; 126(7)‘‘tax for the year otherwise payable 
under this. Part’? — Tax. for, the year otherwise payable; 129(3) — 
Refundable dividend tax on hand; 133(4) — No foreign tax deduc- 


tion for non-resident-owned investment corporations; 138(8)-— No — 


deduction for tax paid on life insurance business income ; 
144(8.1) — Employee profit sharing plan — foreign tax deduction; 


180.1(1.1) — Individual surtax — foreign tax deduction; Canada- 


U.S. tax treaty, Art. XXIX B:6, 7 — Credit for U.S. estate taxes. 
See additional Related provisions and Definitions at end of s. 126. 


History: Subcl. 126(1)(b)Gi)(A)(ID) substituted by 1994, c. 21, sub- 
sec. 60(1), applicable to 1993 et seg. ‘That subcl. formerly read: 


(IE) where section 114 is applicable to the taxpayer in respect 
of the year, the taxpayer’s income for the period or periods in 
the year referred to in paragraph 114(a) 


Pre-RSC History: Subcl. 126(1)(b)(@i)(A)(M) amended by 1988, 
c. 55, subsec. 105(1), to substitute “under section 110.6, or para- 
graph 111(1)(b)” for “under paragraph 111(1)(b) or section 110.6” 
and “section 112 or 113” for “section 110.1, 112 or 113”, applicable 
to 1988 et seq. 


Subpara. 126(1)(b)(Gi) substituted by 1987, c. 46, subsec. 45(1), ap- 
plicable to 1985 et seg. Subpara. 126(1)(b)(i) formerly read: 


(ii) the amount, if any, by which 


(A) where section 114 is not applicable to the taxpayer in 
respect of the year, the aggregate of his income for the 
year and the amounts, if any, included under subsection 
110.4(2) and section 110.5 in computing his taxable in- 
come for the year, and 


_(B) where section 114 is applicable. to the taxpayer in re- 
spect of the year, his income’for the period or periods in 
the year referred to in paragraph (a) of that section 


exceeds 


(C) the aggregate of all amounts each of which is an 
amount 


(I) deducted by the taxpayer under paragraph 
111(1)(b) or section 110.6, or 


(II) deductible by the taxpayer under paragraph 
110(1)(d), (d.1),: (d.2),. (4.3), (f) or G) or section 
110.1, 112 or 113 


for the year or in respect of the period or periods referred 
‘to in clause (B), as the case may be. 


Subcl. 126(1)(b)(i)(E)(ID substituted by 1986, c. 55, subsec. 47(1), 
applicable to taxation years commencing after 1985. Subcl. 
126(1)(b)(i)(E)AD) formerly read: | 


(II) the taxpayer’s income from employment in that country 
was not'from a source in that country to the extent of the 

_ lesser of the amounts determined. in respect thereof under 
paragraphs 122.3(1)(c) and (d) for. the year, 


All that portion of subpara. 126(1)(b)(i) preceding cl. (A) amended 


by 1986, c. 6, subsec. 70(1), applicable to 1985 er seg. to add “or in 
respect of which an amount. was deducted by him under section 
110.6”. 


Subcls. 126(1)(b)(ii)(C)() and (II) substituted to add reference, re- 
spectively, to section 110.6, and to paragraphs 110(1)(d-1), (d.2), 
(d.3), (j), by 1986, c. 6, subsec: '70(2), applicable to 1985 et seq. 


S. 126(2) 


Cl. 126(1)(b)(i)(A) substituted by 1985, c. 45, subsec. 71(1), appli- 
cable to 1985 et seg. Cl. 126(1)(b)Gi)(A) formerly read: 


_ (A) where section 114 is not applicable to the taxpayer in re- 
spect of the year, the total of his income for the year and the 
amount, if any, included pursuant to subsection 110.4(2) in 
‘computing his taxable income for the year, or 


Subcl. 126(1)(b)(ii)(C)UD substituted by 1984, c. 45, subsec. 42(1), 
to add reference to para. 110(1)(d), applicable to 1984 et seq. 


Cl. 126(1)(b)(i)(B), subpara. 126(1)(b)(ii) substituted by 1984, c. 1, 
subsecs. 71(1), (2).‘Cl. 126(1)(b)G)(E), as substituted, applicable to 
1984 et seg. Subpara. 126(1)(b)(ii) applicable to 1983 and with re- 
spect to amounts deductible under para. 111(1)(b) in respect of 
losses determined for 1983 et seg. Cl. 126(1)(b)G)(E), subpara. 
126(1)(b)G1) formerly read: 


(E) where the taxpayer is an individual, no amount was 
deducted under subsection 91(5). in computing his in- 
come for the year, 


(ii) the taxpayer’s income 
(A) for the year, if section 114 is not applicable, or 


(B) if section 114 is applicable, for the period or periods 
in the year referred to in paragraph (a) thereof, 


minus any amounts deductible by him under paragraph 
110(1)(f), section 110.1, paragraph 111(1)(b) or section 112 
or 113 for the year or such period or periods, as the case may 
be. 


All that portion of subpara.. 126(1)(b)(i) preceding cl. (A) and all 
that portion of subpara. 126(1)(b)(@i) following cl. (B) substituted by 
1980-81-82-83; c. 140, subsecs. 88(1) and (2), applicable to 1982 et 
seq. Those portions formerly read: : 


(i) the aggregate of the taxpayer’s incomes from sources in 
that country 


“minus any amounts deductible under section 110.1, paragraph 
111(1)(b) or section 112 or 113 for the year or such period or 
periods, as the case may be. 


All that portion of subpara. 126(1)(b)(ii) following cl. (B) substi- 
tuted by 1976-77, c. 4, subsec. 51(1), applicable to 1976 et seq., to 
add references to section 110.1. 


Cls. 126(1)(b)(i)(C) substituted, 126(1)(b)G)(E) added by 1974-75- 
76, c. 26, subsecs. 83(1), (2), applicable, as to cl. 126(1)(b)(i)(C), to 
1972 et seq., and as to cl. 126(1)(b)()(E), to 1974 et seg. 


All that portion of subsec. 126(1) preceding subpara. (b)(i) substi- 
tuted by 1973-74, c. 14, subsecs. 39(1), (2), applicable to 1972 et 
seq. 

Selected Cases [subsec. 126(1)]: Interprovincial Pipe Line 
Co. v. MNR, [1968] C.T.C. 156 (SCC) (To determine income from a 
source, taxpayer required to deduct interest paid to Canadian lend- 
ers from interest received from U.S. subsidiary). 


Interpretation Bulletins: IT-167R6: Registered pension plans — 
employee’s contributions; IT-243R4: Dividend refund to private 
corporations; IT-393R2: Election re tax on rents and timber royal- 
ties — non-residents; IT-395R: Foreign tax credit — foreign-source 
capital gains and losses; IT-506: Foreign income taxes as a deduc- 
tion from income; IT-520: Unused foreign tax credits — carryfor- 
ward and carryback. See also list at end of s. 126. 


Forms: T2S-TC: Tax calculation supplementary — corporations; 
T2S(21): Federal foreign income tax credits and federal logging tax 
credit; T2036: Calculation of provincial foreign tax credit; T2209: 
Calculation of federal foreign tax credits. 


(2) Idem — Where a taxpayer who was resident in 
Canada at any time in a taxation year carried on bus- 
iness in the year in a country other than Canada, the 
taxpayer may deduct from the tax for the year other- 
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wise payable under this Part by the taxpayer’ an 
amount not exceeding the least of 


(a) such part of the total of the business-income 
tax paid by the taxpayer for the year in respect of 
businesses carried on by the taxpayer in that 
country and the taxpayer’s unused foreign. tax 
credits in respect of that country for the seven 
taxation years immediately preceding and the 
three taxation years immediately following the 
year as the taxpayer may claim, 


(b) the amount determined under subsection (2.1) 
for the year in respect of businesses carried on by 
the taxpayer in that country, and 


(c) the amount by which 


(i) the tax for the year otherwise payable 
under this Part by the taxpayer 


exceeds 


(ii) the amount or the total of amounts, as the 
case may be, deducted under subsection (1) by 
the taxpayer from the tax for the year other- 
wise payable under this Part. 


Related Provisions: 87(2)(z) — Amalgamation; 88(1)(e.7) — 
Winding-up; 104(22.1) — Foreign tax credit allocated to benefici- 
ary of trust; 110.5 — Additions for foreign tax deductions: 125 — 
Small business deduction; 126(2.1) — Amount determined for pur- 
poses of para. (2)(b); 126(2.3) — Rules relating to unused foreign 
tax credit; 126(6) — Separate deduction in respect of each country; 
129(3) — Refundable dividend tax on hand; 133(4) — No foreign 
tax credit for non-resident-owned investment corporation: 138( 8) — 
No foreign credit for life insurance business; 152(6) — Reassess- 
ment; 164(5), (5.1) — Effect of carryback of loss. See additional 
Related provisions and Definitions at end of s. 126. 


Pre-RSC History: Para. 126(2)(a) substituted by 1984, c. 45, 
subsec. 42(2), to substitute “his unused foreign tax credits” for “his 
foreign-tax carryover” and to substitute “for the seven taxation 
years immediately preceding and the three taxation years immedi- 
ately following the year as the taxpayer may claim” for “for the year 
as the taxpayer may claim”, applicable to the computation of tax for 
1984 et seg. 


Subsec. 126(2) substituted by 1973-74, c. 14, subsec. 39(1), applica- 
ble to 1972 et seq. 


Selected Cases [subsec. 126(2)]: Collins v. The Queen, [1985] 
1 C.T.C. 342 (Ont. CA) (Payment of tax in U.S. does not affect 
calculation of tax sought to be evaded when taxpayer charged with 
tax evasion); The Queen v. Bank of Nova Scotia, [1981] C.T.C,. 162 
(FCA) (Taxpayer liable for income tax in U.K. entitled to use 
weighted average exchange rate during fiscal period); Icanda Ltd. y. 
MNR, [1972] C.T.C. 163 (FCTD) (Taxpayer receiving U.S. tax re- 
fund not allowed foreign tax credit). 


Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations; IT-520: Unused foreign tax credits —.carryforward 
and carryback. See also list at end of s. 126. 


Forms: T2S-TC: Tax calculation supplementary — corporations; 
T2S(21): Federal foreign income tax credits and federal logging tax 
credit; T2036: Calculation of provincial foreign tax credit: T2209: 
Calculation of federal foreign tax credits. 
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(2.1) Amount determined for purposes of 
para. (2)(b)— For the purposes of paragraph 
(2)(b), the amount determined under this subsection 
for a year in respect of businesses carried on by a 
taxpayer in a country other than Canada is the total 
of 


(a) that proportion of the tax for the year other- 
wise payable under this Part by the taxpayer that 


(i) the total of the taxpayer’s incomes 


(A) for the year, if section 114 is not appli- 
cable, or 


(B) if section 114 is applicable, for the pe- 
_fiod or periods in the year referred to in 
paragraph 114(a), 


from businesses carried on by the taxpayer in 
that country, other than any portion of that in- 
come that was deductible under subparagraph 
110(1)(f)G) in computing the taxpayer’s taxa- 
ble income for the year 


is of 
(11) the total of 
(A) the amount, if any, by which 


(I) where section 114 is not applicable 

to the taxpayer in respect of the year, 
the total of the taxpayer’s income for 
the year and the amount, if any, in- 
cluded under subsection 110.4(2) in 
computing the taxpayer’s taxable in- 
come for the year, and 


(II) where section 114 applies to the 
taxpayer in respect of the year, the total 
of the taxpayer’s income for the period 
or periods referred to in paragraph 
114(a) and the amount that would be 
determined under paragraph 114(b) in 
respect of the taxpayer for the year if 
subsection 115(1) were read without 
reference to paragraphs 115(1)(d) to (f) 


exceeds 


(IIL) the total of all amounts each of 
which is an amount deducted by the 
taxpayer under section 110.6 or para- 
graph 111(1)(b), or deductible by the 
taxpayer under paragraph 110(1)(d), 
(d.1), (d.2), (d.3), (f) or Gj) or section 
112 or 113, for the year or in respect of 
the period or periods referred to in sub- 
clause (II), as the case may be, and 


(B) the amount, if any, added under sec- 
tion 110.5 in computing the taxpayer’s tax- 
able income for the year, and 


(b) that proportion of the amount, if any, added 
under subsection 120(1) to the tax for the year 
otherwise payable under this Part by the taxpayer 
that 


(i) the total of the taxpayer’s incomes de- 
scribed in subparagraph (a)(i) 
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is of 
(ii) the amount; if any, by which, 


(A) where section 114 does not apply to 
the taxpayer in respect of the year, the tax- 
payer’s income for the year, and = 


(B) where section 114 applies to the tax- 
payer in respect of the year, the total of the 
taxpayer’s income for the period or periods 
referred to in paragraph 114(a) and the 
amount that: would be determined under 
paragraph 114(b) in respect of the taxpayer 
for the year if subsection 115(1) were read 
without reference to paragraphs 115(1)(d) 


to (f) 
exceeds 
(C) the taxpayer’s income earned in the 


year in a province (within the meaning as- 
signed by subsection 120(4)). 


Related Provisions: See Related provisions and Definitions at 
end of s. 126. 


History: Subcl. 126(2.1)(a)Gi)(A)CD) and subpara. (2.1)(b)(i1) sub- 


stituted by 1994, c. 21, subsecs. 60(2), (3), applicable to 1993 et 


seq. That subcl. and that’subpara. formerly read: 


(Il) where section 114 is applicable to the taxpayer in respect 
of the year, the taxpayer’s income for the period or periods in 
the year referred: to in paragraph: 114(a) 


(ii) the taxpayer’s income, other than the taxpayer’s income 
earned in the year in a province (within the meaning assigned 
by subsection 120(4)), 


(A) for the year, if section 114 is not applicable, or 


(B) if section 114 is applicable, for the period or periods 
in the year referred to in paragraph 114(a). 


That portion of subpara. 126(2.1)(a)(i) following cl. (B) substituted 
by 1994, c. 7, Sch. If (1991, c. 49), subsec. 103(1), applicable to 
taxation years ending after ie 13, 1990. That portion formerly 
read: 


from businesses carried on by the taxpayer in that country 


Pre-RSC History: Subcl.: 126(2.1)(a)(ii)(A)(IM) amended by 
1988, c. 55, subsec. 105(2), to substitute “or section 112 or 113” for 
“or section 110.1, 112 or 113”, applicable to 1988 ef seg. 


Subpara. 126(2.1)(a)(ii). substituted by 1987, c. 46, subsec. 45(2), 
applicable to 1985 et seg. Subpara. 126(2.1)(a)(ii) formerly read: 
(ii) the amount, if any, by which 
(A) where section 114 is not applicable to the taxpayer in 
respect of the year, the aggregate of his income for the 
year and the amounts, if any, included under subsection 
110.4(2) and section 110.5-in computing his taxable in- 
come for the year, and 


(B) where section 114 is applicable to the taxpayer in re- 
spect of the year, his income for the period or periods in 
the year referred to in paragraph (a) of that section 


exceeds 


(C) the aggregate of all amounts each of which is an 
amount 
(I) deducted by the taxpayer under paragraph 
111(1)(b) or section 110.6, or 
(If) deductible by the taxpayer under paragraph 
110¢1)(d), (d.1), (d:2), (4.3), (D or (j) or section 
110.2, 112 or 113 


S. 126(2.2)(b) 


for the year or in respect of the period or periods referred 
to in clause (B), as the case may be; and 
Subcls. 126(2.1)(a)(ii(C)) and (II) substituted to add reference, re- 
spectively, to section 110.6, and to paras. 110(1)(d.1), (d.2), (d.3), 
(j), by 1986, c. 6, subsec._70(3), applicable to 1985. er seq. 


Cl. 126(2.1)(a)(ii)(A) substituted by 1985, c. 45, subsec. 71(2), ap- 
plicable to 1985 et seg. Cl. 126(2.1)(a)(ii)(A) formerly read: 


(A) where section 114 is not applicable to the taxpayer in re- 
spect of the year, the total of his income for the year and the 
amount, if any, included pursuant to subsection 110,.4(2) in 
computing his taxable income for the year, or 


Subcl. 126(2.1)(a)Gi)(C)CI) substituted by 1984, c. 45, subsec. 
42(3), to add reference to para. 110(1)(d), applicable to 1984 et seq. 


Subpara. 126(2.1)(a)Gi) substituted by 1984, c. 1, subsec. 71(3), ap- 
plicable to 1983 and with respect to amounts deductible under para. 
111(1)(b) in respect of losses determined for 1983 ef seq. SEES. 
126(2.1)(a)(ii) formerly read: 


(ii) the taxpayer’s income 
(A) for the year, if section. 114 is not applicable, or 


(B) if section 114 is applicable, for the period or periods 
in the year referred to in paragraph (a) thereof, 


minus any amounts deductible under section 110. 1, paragraph 
111(1)(b) or section 112 or 113 for the year.or such period or 
periods, as the case may be, and 


All that portion of subpara. 126(2.1)(b)(ii) preceding cl. (A) substi- 
tuted by 1979, c. 5, s. 39, applicable to 1978 et seg. That cae 
formerly read: 


(ii) the taxpayer’s income, other than his income earned in the 
year in a province, 


All that portion of subpara. 126(2.1)(a)(ii) following cl. (B) substi- 
tuted by 1976-77, c..4, subsec. 51(1), to add reference to section 
110.1, applicable to 1976 ef seq. 


Subsec. 126(2.1) added by 1973-74, c. 14, subsec. 39(2), applicable 
to 1972 et seq. 


Interpretation Bulletins: See list at end of s. 126. 


Forms: T2036: Calculation of provincial foreign tax credit. 


(2.2) Non-residents’ foreign tax deduction — 
Where at any time in a taxation year a taxpayer who 
is not at that time resident in Canada disposes of 
property that was deemed by subsection 48(2), as it 
read in its application before 1993, or paragraph 
128.1(4)(e) to be taxable Canadian property of the 
taxpayer, the taxpayer may deduct from the tax for 
the year otherwise payable under this Part by the tax- 
payer an amount equal to 


(a) the amount of any non-business-income tax 
paid by the taxpayer for the year to the govern- 
ment of a country other than Canada that may 
reasonably be regarded as having been paid by 
the taxpayer in respect of any gain or profit from 
the disposition of that property 


not exceeding, however, 


(b) that proportion of the tax for the year other- 
wise payable under this Part by the taxpayer that 


_ (i) the taxable capital gain from the disposi- 
tion of that property 
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is of 
(ii) the amount that would be the taxpayer’s 
taxable income earned in Canada 


(A) for the year, if section 114 is not appli- 
cable, or 


(B) if section 114 is applicable, for the 
portion of the year referred to in paragraph 
114(b) 


if subsection 115(1) were read without refer- 
ence to that portion thereof following para- 
graph 115(1)(c). 


Related Provisions: 114 — Residence in Canada for part of 
year; 115(1) — Non-resident’s taxable income; 126(7) — “tax for 
the year otherwise payable under this Part’. See additional Related 
provisions and Definitions. at end of s. 126. 


History: The opening words of subsec! 126(2.2) substituted by 
1994, c. 21, subsec. 60(4), applicable after 1992. The opening 
words formerly read: 


(2.2) Non-residents’ foreign tax deduction — Where at 
any time in a taxation year a taxpayer who was not at that 
time resident in Canada disposed of property that was deemed 
by subsection 48(2) to be taxable Canadian property of the 
taxpayer, the taxpayer may deduct from the tax for the year 
otherwise payable under this Part by the taxpayer an amount 
equal to 


Pre-RSC History: Subsec. 126(2.2) added by 1974-75-76, c. 26, 
subsec. 83(3), applicable to 1974 et seg. 

Interpretation Bulletins: IT-395R: Foreign tax credit — foreign- 
source capital gains and losses; IT-451R: Deemed disposition and 


acquisition on ceasing to be or becoming resident. See also list at 
end of s. 126. 


(2.3) Rules relating to unused foreign tax 


credit — For the purposes of this section, 


(a) the amount claimed under paragraph (2)(a) by. 


a taxpayer for a taxation year in respect of a 
country shall be deemed to be in respect of the 
business-income tax paid by the taxpayer for the 
year in respect of businesses carried on by the 
taxpayer. in that. country to the extent of the 
amount of that tax, and the remainder, if any, of 
the amount so claimed shall be deemed to be in 
respect of the taxpayer’s unused foreign tax cred- 
its in respect of that country that may be claimed 
for the taxation year; 


(b) no amount may be claimed under paragraph 
(2)(a) in computing a taxpayer’s tax payable 
under this Part or Part I.1 for a particular taxation 
year in respect of the taxpayer’s unused foreign 
tax credit in respect of a country for a taxation 
year until the taxpayer’s unused foreign tax cred- 
its in respect of that country for taxation years 
preceding the taxation year that may be claimed 
for the particular taxation year have been 
claimed; and 


(c) an amount in respect of a taxpayer’s unused 
foreign tax credit in respect of a country for a tax- 
ation year may be claimed under paragraph (2)(a) 
in computing the taxpayer’s tax payable under 
this Part or Part I.1 for a particular taxation year 
only to the extent that it exceeds the total of all 
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amounts each of which is the amount that may 
reasonably be considered to have been claimed in 
respect of that unused foreign tax credit in com- 
puting the taxpayer’s tax payable under this Part 
or Part I.1 for a taxation year preceding the par- 
ticular taxation year. 
Related Provisions: 87(2)(z) — Amalgamations; 88(1)(e.7) — 
Winding-up. 
Pre-RSC History: Para. 126(2.3)(b) amended to substitute “tax 
payable under this Part or Part I.1” for “tax payable under this Part” 
and para. 126(2.3)(c) substituted by 1986,'c. 55, subsec, 47(2), ap- 
plicable to 1986 et seq.: Para, 126(2.3)(c) formerly read: 


(c) ‘an amount in respect of a taxpayer’s unused foreign tax 
credit in respect of a country for a taxation year may be 
claimed under paragraph (2)(a) in computing his tax payable 
under this Part for a particular taxation year only to the extent 
that it exceeds the aggregate of amounts claimed in respect of 
that unused foreign tax credit in computing his tax payable ~ 
under this Part for taxation years preceding the particular tax- 
ation year. 

Subsec. 126(2.3) added by 1984, c. 45, subsec, 42(4), applicable to 

1984 et seq. 


Interpretation Bulletins: IT-520: Unused foreign tax credits — 
carryforward and carryback. See also list at end of s. 126. 


(3) Employees of international organiza- 
tions — Where an individual is resident in Canada 
at any time in a taxation year, there may be deducted 
from the individual’s tax for the year otherwise pay- 
able under this Part an amount equal to that propor- 
tion of the tax for the year otherwise payable under 
this Part by the individual that 


(a) the individual’s income 


(i) for the year, where section 114 is not appli- 
cable to the individual in respect of the year, 
and . 

(ii) for the period or periods in the year re- 
ferred to in paragraph 114(a), where section 
114 is applicable to the individual in respect 
of the year, 


from employment with an international organiza- 
tion (other than a prescribed international organi- 
zation), as defined for the purposes of section 2 
of the Foreign Missions and International Orga- 
nizations Act . 


is of 
(b) the amount, if any, by which 


(i) where section 114 does not apply to the in- 
dividual in respect of the year, the total of the 
individual’s income for the year and the 
amount, if any, included under subsection 
110.4(2) in computing the individual’s taxable 
income for the year, and 


(ii) where section 114 applies to the individual 
in respect of the year, the total of the individ- 
ual’s income for the period or periods in the 
year referred to in paragraph 114(a) and the 
amount that would be determined under para- 
graph 114(b) in respect of the individual for 
the year if subsection 115(1) were’ read with- 
out reference to paragraphs 115(1)(d) to (f) 
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exceeds 


(iii) the total of all amounts each of which is 
an amount deducted under section 110.6 or 
paragraph 111(1)(b), or deductible under para- 
graph 110(1)(d), (d.1), (d.2), (d.3), (f) or (Gj), in 
computing the individual’s taxable income for 
the year or in respect of the period or periods 
referred to in subparagraph (ii), as the case 
may be, 


except that the amount deductible under this subsec- 
tion in computing the individual’s tax payable under 
this Part for the year may not exceed that proportion 
of the total of all amounts each of which is an 
amount paid by the individual to the organization as 
a levy (the proceeds of which are used to defray ex- 
penses of the organization), computed by reference 
to the remuneration received by the individual in the 
year from the organization in a manner similar to the 
manner in which income tax is computed, that 


(c) the individual’s income for the year from em- 
ployment with the organization 
is of 
(d) the amount that would be the individual’s in- 
come for the year from employment with the or- 
ganization if this Act were read without reference 
to paragraph 81(1)(a). 
Related Provisions: 110(1)(f)(iii), (iv) — Deductions for income 
from certain international organizations; 126(7)“tax for the year 
otherwise payable under this Part’ — Tax for year otherwise paya- 


ble defined. See additional Related provisions and Definitions at 
end of s. 126. 


History: Subparas. 126(3)(b)(i) and (ii) substituted by 1994, c. 21, 
subsec. 60(5), applicable to 1993 et seg. Those subparas. formerly 
read: 
(i) the total of the individual’s income for the year and the 
amount, if any, included pursuant to subsection 110.4(2) in 
computing the individual’s taxable income for the year, 
where section 114 is not applicable to the individual in re- 
spect of the year, or 


(ii) the individual’s income for the period or periods in the 
year referred to in paragraph 114(a), where section 114 is ap- 
plicable to the individual in respect of the year, 


That portion of para. 126(3)(a) following subpara. (ii) amended by 
1994, c. 7, Sch. VIE (1993, c. 24), subsec. 67(1), applicable to 1991 
et seq. That portion formerly read: 


from employment with an organization, as defined in section 
3 of the Privileges and Immunities (International Organiza- 
tions) Act 


All that portion of subsec. 126(3) between subpara. (b)(ii) and para. 
(c) amended by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 67(2), 
applicable to 1991 et seg. That portion formerly read: 


exceeds 


(iii) the total of all amounts each of which is an amount 
deducted by the individual under section 110.6 or para- 
graph 111(1)(b), or deductible by the individual under 
paragraph 110(1)(d) or (f), for the year or in respect of 
the period or periods referred to in subparagraph (ii), as 
the case may be, 


except that where the organization referred to in paragraph (a) 
is neither the United Nations nor a specialized agency that is 
brought into relationship with the United Nations in accor- 
dance with Article 63 of the Charter of the United Nations, 


S. 126(4) 


the amount deductible under this subsection by the individual 
may not exceed that proportion of the total of all amounts 
each of which is'an amount paid by the individual to the or- 
ganization as a levy (the proceeds of which are used to defray 
expenses of the organization) computed by reference to the 
remuneration received by the individual in the year from the 
organization in a manner similar to the manner in which in- 
come tax 1s computed that 


Pre-RSC History: Subpara. 126(3)(b)(iii) amended by 1988, c. 
55, subsec. 105(3), to substitute “under paragraph 110(1)(d) or (f),” 
for “under paragraph 110(1)(d) or (f) or section 110.1”, applicable 
to 1988 et seq. 


Subsec: 126(3) substituted by 1986, c. 6, subsec. 70(4), applicable 
to 1985 et seg. Subsec. 126(3) formerly read: 


(3) Employees of international organizations — In addi- 
tion to any other deduction permitted by this section, an indi- 
vidual who was resident in Canada at any time in a taxation 
year may deduct from the tax for the year otherwise payable 
under this Part by him an amount equal to the least of 
(a) an amount paid to an organization, as defined for the 
purposes of section 3 of the Privileges and Immunities 
(International Organizations) Act, by whom he was em- 
ployed, in payment of a levy (the proceeds of which are 
used to defray expenses of the organization) computed by 
reference to the remuneration received by him in the year 
from the organization in a manner similar to the manner 
in which income tax is computed, 
(b) that proportion of the tax for the year otherwise paya- 
ble under this Part by him that 
(i) the remuneration by reference to which the levy 
was computed, 
is of 
(ii) the taxpayer’s income for the year, and 
(c) that proportion of the amount referred to in paragraph 
(a) so paid to the organization that 
(i) the’amount included in computing the taxpayer’s 
income for the year from employment with the 
organization 
is of 
(ii) the amount that-would be included in computing 
the taxpayer’s income for the year from employment 
with the organization if this Act were read without 
reference to paragraph 81(1)(a). 
All that portion of subsec. 126(3) preceding subpara, (b)(i) substi- 
tuted by 1973-74, C. 14, subsec. 39(2) (part), applicable to 1972 et 
seq. 
International organization: S. 2 of the Foreign Missions and 
International Organizations Act (1991, c. 41) defines “international 
organization” to mean “any intergovernmental organization of 
which two or more states are members”. 


Interpretation Bulletins: See list at end of s. 126. 


(4) Portion of foreign tax not included — For 
the purposes of this Act, an income or profits tax 
paid by a person resident in Canada to the govern- 
ment of a country other than Canada or to the gov- 
ernment of a state, province or other political subdi- 


_ vision of such a country does not include a tax, or 


that portion of a tax, imposed by that country or by 
that state, province or other political subdivision, as 
the case may be, that would not be imposed if the 
person were not entitled under this section or under 
section 113 to a deduction in respect thereof. 
Related Provisions: See Related provisions and Definitions at 
end of s. 126. 


1057 


S..126(4) 


Interpretation Bulletins: See list at end of s. 126.° 


(5) Foreign tax — A tax paid to the government of 
a country other than Canada or to the government of 
a state, province or other political subdivision of 
such a country may, subject to prescribed conditions, 
be deemed, for the purposes of this Act, to be an in- 
come or profits tax paid to the government of that 
country. 


Related Provisions: See Related provisions and Definitions at 
end of s. 126. 


Pre-RSC History: Subsecs. 126(4), (5) substituted by 1973-74, c. 
14, subsec. 39(3), applicable to 1972 er seq. 


Regulations: No prescribed’ conditions at present. Regulations 
prescribing conditions were revoked effective 1972. 


Interpretation. Bulletins: See list at, end of 8.126. 


(5.1) Deductions for specified capital gains — 
Where in a taxation year an individual has claimed a 
deduction under section 110.6 in computing the indi- 
vidual’s: taxable income. for the. year, for. the pur- 
poses of this section the individual shall be deemed 
to have claimed the deduction under section 110.6 in 
respect of such taxable ‘capital gains or portion 
thereof as the individual may specify in the individ- 
ual’s return of income required to be filed pursuant 
to section 150 for the year or, where the individual 
has failed to so specify,:in respect of such taxable 
capital gains as the Minister may specify in respect 
of the taxpayer for the year. 


Related Provisions: See Related provisions and Definitions at 
end of s. 126. 


Pre-RSC History: Subsec. 126(5.1) added by 1986, c. 6, subsec. 
70(5), applicable to 1985 et seq. e 


Interpretation Bulletins: IT-395R: Foreign tax credit — foreign- 
source capital gains and losses. See also list at end of s. 126. 


(6) Construction of subsecs. (1) and (2) — For 
greater certainty, where a taxpayer’s income for a 
taxation year is in whole or in part from sources in 
more than one country other than Canada, subsec- 
tions (1) and (2) shall be read as providing for sepa- 
rate deductions in respect of each of the countries 
other than Canada. 


Related Provisions; See Related provisions and Deals at 
end of s. 126. 


Interpretation Bulletins: See list at end of s. 126. 
(7) Definitions — In this section, 


““business-income tax” paid by a taxpayer for a tax: 
ation year in respect: of businesses carried on by the 
taxpayer in a country other than Canada (in this defi- 
nition referred to.as the “business country’’) means 
such portion of any income or profits tax paid by the 
taxpayer for the year to the government of any coun- 
try other than Canada or to the government of a 
state, province or other political subdivision of any 
such country as can reasonably be regarded: as tax in 
respect of the income:of the taxpayer from any busi- 
ness carried on by the.taxpayer in the business coun- 
try, but does not include a tax, or the portion of a tax, 
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that can reasonably be regarded as fons to an 
amount that 


(a) any other person or partnership has piteigel 
or is entitled to receive from that government, or 


(b) was deductible under subparagraph 


ITO(1)()G@) in computing the taxpayer’s taxable 
income for the year; 


_ Related Provisions: 104(22.3) — Deduction in computing non- 
_ business-income tax of trust; 126(4) — Portion of foreign tax not 


included; 126(5) — Foreign tax. See additional Related preeaiaog 
and Definitions at end-of s: 126. 


History: The ‘definition “business-income tax” in subsec. 126(7) 
substituted by 1994,-c..7, Sch. II (1991, c. 49), subsec. 103(2), ap- 
plicable to taxation years ending after July 13,1990. That definition 
formerly tread: 


“business-income tax” paid by a taxpayer for a taxation year 
in respect of businesses carried on by the taxpayer in a coun- 
.try other than Canada (in this definition referred to as. the 
“business country”) means such portion of any income or 
profits tax paid by the taxpayer for the year to the government 
of a country other than Canada or to the government of a - 
state, province or other political subdivision of such a country 
as may reasonably be regarded as tax in respect of the income 
of the taxpayer from any business carried on by the taxpayer 

_, in the business country, but does not include a tax, or the por- 
tion of a tax, that may reasonably be regarded as relating to 
an amount that any other person or partnership has received 
or is entitled to receive from that government; 


Pre-RSC History: The definition 
para. 126(7)(a). 


See at the end of subsec.: 126(7). 


Interpretation Bulletins: IT-201R2: Foreign tax credit — trust 
and beneficiaries; IT-506: Foreign income taxes as a deduction from 
income; IT-520: Unused foreign tax ee and 
carryback. 


“business-income tax” was 


“foreign-tax carryover [para. 126(7)(b)]” — [Re- 


pealed under former Act] 


“non-business-income tax’’ paid by a taxpayer fora 
taxation year to the government of a country other 
than Canada means such portion of any income or 
profits tax paid by the taxpayer for the year to:the 
government of that country, or to the government of 
a state, province or other political subdivision of that 
country, as r 


(a) was not included in computing the taxpayer’ S 
business-income tax for the year in respect of any 
business carried on by the taxpayer in any coun- 
try other than Canada, 


(b) was not deductible by virtue of subsection 
20(11) in computing the taxpayer’s income for 
the year, and 


(c) was not deducted by virtue ie subsection 
20(12) in computing the taxpayer’s income. for 
the year, 
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but does not include a tax, or the portion of a tax, 


(c.1) that is in respect of an amount deducted be- 
cause of subsection 104(22.3) in computing the 
taxpayer’s business-income tax, 


_ (d) that would not have been payable had the tax- 
payer not been a citizen of that country and that 
cannot reasonably be regarded: as attributable to 
income from a source outside Canada, 


.. (e) that may reasonably be regarded as relating to 
an amount that any other person or partnership 
has received or is entitled to receive from that 
government, _ | 


(f) that, where the taxpayer deducted an amount 
under subsection 122.3(1) from the taxpayer’s tax 

- otherwise payable under this Part for the year, 
may reasonably be regarded as attributable to the 
taxpayer’s income from employment to the extent 
of the lesser of the amounts determined in respect 
thereof under paragraphs 122.3(1)(c) and (d) for 
the year, 


(g) that can reasonably be attributed to a taxable 
capital gain or a portion thereof in respect of 
which the taxpayer or a spouse of the taxpayer 
has claimed a deduction under section 110.6, 


(h) that may reasonably be regarded as attributa- 
ble to any amount received or receivable by the 
taxpayer in respect of a loan for the period in the 
year during which it was an eligible loan (within 
the meaning assigned by subsection 33.1(1)), or 


- (i) that can reasonably be regarded as relating to 

an amount that was deductible under subpara- 
- graph 110(1)(f)G) in computing the taxpayer’s 
taxable income for the year; 
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Related Provisions: 4(1)—JIncome or loss from a source; 
104(22.3) — Deduction in computing non-business-income tax of 


trust; 252(4)(a) — Extended meaning of “spouse”; 
Tax Treaty Art. XXIX B:6 — U’S. estate tax allowed for foreign tax 
credit purposes. See additional Related provisions and De romtogs at 
end of s. 126. 


History: Para. (g) of the definition “non-business-income. tax” i 
subsec. 126(7) amended by 1995, c. 3, subsec. 36(2), aanleable . 
1994 et seq. Para. (g) formerly read: 


(g) that may reasonably be attributed to a taxable capital gain 
or a portion thereof in respect of which the taxpayer has 
claimed a deduction for the year under section 110.6; 


Para. (c.1) of the definition ‘“non-business-income tax”” in subsec. 
126(7) added by 1994, c. 21, subsec. 60(6), applicable to taxation 
years ending after November 12, 1981. 


Para. (i) of “non-business-income tax” added by 1994, c. 7, Sch. Il 
(1991, c. 49), subsec. 103(3), applicable to taxation years ending 
after July 13, 1990. 


Pre-RSC History: The definition “non-business-income tax” was 
para. 126(7)(c). See Table of Concordance. 


See at the end of subsec. 126(7). 


Selected Cases [subsec. 126(7)“non-business-income 
tax”]: The Queen v. Hoffman, [1985] 2 C.T.C. 347 (FCTD) 
(Amounts withheld from income of U.S. citizen working in Canada 
not deductible as foreign non-business income tax). 


Interpretation Bulletins: IT-201R2: Foreigh tax. credit — trust 
and beneficiaries; IT-395R: Foreign tax credit — foreign-source 
capital gains and losses; IT-506: Foreign income taxes as a deduc- 
tion from income. See also list at end of s. 126. 


“tax for the year otherwise payable under this 
Part” means 


(a) in paragraph (1)(b) and subsection (3), the 
amount determined by the formula 


A—B 
where 


A is the amount that would be the tax payable 
under this Part for the year if that tax were de- 
termined without reference to sections 120.1 
and 120.3 and before making any deduction 
under any of sections 121, 122.3, 125 to 127 
and 127.2 to 127.41, and 
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B is the amount, if any, deemed by subsection 
120(2) to have been paid on account of tax 
payable under this Part, 


(b) in subparagraph (2)(c)G@) and paragraph 
(2.2)(b), the tax for the year payable under this 
Part (determined without reference’ to sections 
120.1; 120.3 and 123.3 and before making any 
deduction under any of sections 121, 122.3, 124 
to 127 and 127.2 to,127.41), and 


(c) in subsection (2.1), the tax for the year paya- 
ble under this Part (determined without reference 
to subsection 120(1) and sections 120.1, 120.3 
and 123.3 and before making any deduction 
under any of sections 121, 122.3, 124 to 127 and 
124.2 to" 12741); 


Related Provisions: 257 — Formula cannot calculate to less than 
zero, See additional Related provisions and Definitions at end of s. 
126. 


History: Paras. (b) and (c) of the definition “tax for the year other- 
wise payable under this Part” in subsec. 126(7) amended by 1996, c. 
21, s. 29, applicable to taxation years that end after June 1995. Pa- 
ras. (b) and (c) formerly read: 


(b) in subparagraph (2)(c)(i) and paragraph (2.2)(b), the tax 
for the year payable under this Part (determined without ref- 
erence to sections 120.1 and 120.3 and before making any 
deduction under any of sections 121, 122.3, 124 to 127 and 
127.2 to 127.41), and 


(c).in subsection (2.1), the tax for the year payable under this 
Part (determined: without reference to subsection 120(1) and 
sections 120.1 and 120.3 and before making any deduction 
under any of sections 121, 122.3, 124 to 127 and 127.2 to 
127.41); 


The. definition “tax for the year otherwise payable under this Part” 
in subsec, 126(7) amended by 1995, c. 3, subsec. 36(1), applicable 
to taxation years that end after February 22, 1994. The definition 
formerly read: 


“tax for the year otherwise payable under this Part” means 


(a) in paragraph (1)(b) and subsection (3), the amount de- 
termined by the formula 


A—B. 
where 


A is the amount that would be the tax payable under 
this Part for the year if that tax were determined 
without reference to sections 120.1 and 120.3 of this 
Act and paragraph 123(1)(b) of the Income Tax Act, 
chapter 148 of the Revised Statutes of Canada, 1952, 
as it read in its application to taxation years begin- 
ning before December 22, 1989, and before making 
any deduction under any of sections 121, 122.3, 125 
to 127 and 127.2 to 127.4, and 


B_ is the amount, if any, deemed by subsection 120(2) 
to been paid on account of tax payable under this 
Part for the year, 


(b) in subparagraph (2)(c)(i) and paragraph (2.2)(b), the 
_ tax for the year payable under this Part (determined with- 
out reference to sections. 120.1 and 120.3 of this Act and 
paragraph 123(1)(b) of the Income Tax Act, chapter 148 
of the Revised Statutes of Canada, 1952, as it read in its 
application to taxation years beginning before December 
22, 1989, and before making any deduction under any of 
sections 121, 122.3, 124 to 127 and,127.2 to 127.4), and 


(c) in subsection (2.1), the tax for the year payable under 
this Part (determined without reference to subsection 
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120(1) and sections 120.1 and 120.3 of this Act and para- 
graph 123(1)(b) of the Income Tax Act, chapter 148 of 
the Revised Statutes of Canada, 1952, as it read in its ap- 
plication to taxation years beginning before December 
22, 1989, and before making any deduction under any of 
sections. 121, 122.3, 124 to 127 and 127.2 to 127.4); 


The description of A in para. (a); and paras. (b), (c) of “tax for the 
year...” in subsec.. 126(7) amended by 1994, c. 7, Sch. II (1991, c. 
49), subsecs. 103(4), (5), to add, in each, reference to s. 120.3 and 
“as it read in its application to taxation years beginning before De- 
cember 22, 1989”, applicable to 1990 et seq. 
Pre-RSC History: The definition “tax for the year ...” was para. 
126(7)(d): The pre-R.S.C. version read: 
(d) “tax for the year otherwise payable under this Part” 
means 
(i) in paragraph (1)(b) and subsection (3), the amount, if 
any, by which 
(A) the amount that would be the tax payable under 
this Part for the year if that tax were determined 
without reference to section 120.1 and paragraph 
123(1)(b) and before making any deduction under 
any of sections 12], 122.3, 125 to 127 and 127.2 to 
127.4 


exceeds 


(B) the amount, if any, deemed by subsection 120(2) 
to have been paid on account of tax payable under 
this Part for the year, 
(i) in subparagraph (2)(c)(i) and paragraph (2.2)(b), the 
tax for the year payable under this Part (determined 
without reference to section 120.1 and paragraph 
123(1)(b) and before making any deduction under any of 
sections 121, 122.3, 124 to 127 and 127.2 to 127.4), and 


(iii) in subsection (2.1), the tax for the year payable 
under this Part (determined without reference to subsec- 
tion 120(1), section 120.1 and paragraph 123(1)(b) and 
before making any deduction under any of sections 121, 
122.3, 124 to. 127 and 127.2 to 127.4); and 


See at the end of subsec. 126(7). 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


“unused foreign tax credit” of a taxpayer in respect 
of a country for a taxation year means the amount 
determined by the formula 


A -(B+C) 
where 


Ais the business-income tax paid by the taxpayer 
for the year in respect of businesses carried on by 
the taxpayer in that country, 


Bis the amount, if any, deductible under subsection 
(2) in respect of that country in computing the 
taxpayer’s tax payable under this Part for the 
year, and 


C. is that portion of business income tax paid by the 
taxpayer for the year in respect of businesses car- 
ried on by the taxpayer in that country that may 
reasonably be considered to have been deducted 
in computing the taxpayer’s tax payable under 
Part I.1 for the year. 

Related Provisions: 257 — Formula cannot calculate to less than 


zero. See additional Related provisions and Definitions at end of s. 
126. 
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Pre-RSC History: The definition “unused foreign tax credit” was 
para. 126(7)(e). The pre-R.S.C. version read: 


(e) “unused foreign tax credit” of a taxpayer in respect of a 
country for a taxation year means the amount, if any, by 
which 


(i) the business-income tax paid by him for the year in 
respect of businesses carried on by him in that country 


exceeds the aggregate of 


(ii) the amount, if any, deductible under subsection (2) in 
respect of that country in computing his tax payable 
under this Part for the year, and 


(iii) that portion of business income tax paid by him for 
the year in respect of businesses carried on by him in that 
country that may reasonably be considered to have been 
deducted in computing his tax payable under Part I.1 for 
the year. 


See below. 


Interpretation Bulletins: IT-488R2: Winding-up of 90%-owned 
taxable Canadian corporations. 


Pre-RSC History [subsec. 126(7)]: Subpara. 126(7)(d)(i) sub- 
stituted, and 126(7)(d)(ii) and (iii) amended to substitute in each 
“the tax for the year payable under this Part (determined without 
reference to section 120.1 and paragraph 123(1)(b)” for “the tax for 
the taxation year payable under this Part (determined without refer- 
ence to section 120.1 and paragraphs 123(1)(b), (c) and (d)” by 
1988, c. 55, subsec. 105(4) applicable to 1987 et seq., except that in 
their application to taxation years ending after 1986 and commenc- 
ing before July 1988, subparas. 126(7)(d)(i) to (iii) shall be read as. 
follows: nah: 


(i) in paragraph (1)(b) and subsection (3), the amount, if any, 
by which ; 


(A) the amount that would be that tax payable under this 
Part for the year if that tax were determined without ref- 
erence to section 120.1 and paragraph 123(1)(b), before 
making any deduction under any of sections 121, 122.3; 
125 to 127 and 127.2 to 127.4 and as if the lesser of the 
amounts determined under clauses 123(1)(a)(iv)(A) and 
(B) were the amount taxable (within the meaning as- 
signed by subsection 123(1)) for the year 


exceeds 


(B) the amount, if any, deemed by subsection 120(2) to 
have been paid on account of tax payable under this Part — 
for the year, mf 


(ii) in subparagraph (2)(c)(i) and paragraph (2.2)(b), the tax 
for the year payable under this Part (determined without ref- 
erence to section 120.1, subparagraphs 123(1)(a)(iv), (v) and 
(vi) and paragraph 123(1)(b) and before making any deduc- 
tion under any of sections 121, 122.3, 124 to 127 and 127.2 to 
127.4), and 


(ii1) in subsection (2.1) the tax for the year payable under this 
Part (determined without reference to subsection 120(1), sec- 
tion 120.1, subparagraphs 123(1)(a)(iv), (v) and (vi) and para- 
graph 123(1)(b) and before making any deduction under any 
of sections 121, 122.3, 124 to 127 and 127.2 to 127.4); and 


Subpara. 126(7)(d)(i) formerly read: 


(i) in paragraph (1)(b) and subsection (3), the amount, if any, 
by which 


(A) the amount that would be the tax payable under this 
Part for the year if that tax were determined without ref- 
erence to section 120.1 and paragraph 123(1)(b), before 
making any deduction under any of sections 121, 122.3, 
125 to 127 and 127.2 to 127.4 and as if the lesser of the 
amounts determined under subparagraphs 123(1)(c)(i) 
and (ii) were the amount taxable (within the meaning as- 
signed by subsection 123(1)) for the year and subsection 
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124(1) were read without reference to the. words “in a 
province”’ therein 


exceeds 


(B) the amount, if any, deemed by subsection 120(2) to 
have been paid on account of tax payable under this Part 
for the year, 


Subpara. 126(7)(c)(viii) added by 1987, c. 46, subsec. 45(3), appli- 
cable with respect to taxation years commencing after December 
by, 1987. 


Subparas. 126(7)(c)(vi) and (d)() to (iii) substituted by 1986, c. 55, 
subsecs. 47(3), (4); subpara. 126(7)(c)(vi) applicable to taxation 
years commencing after 1985 and subparas. 126(7)(d)(i) to (iii) ap- 
plicable to 1987 et seg. Subparas. 126(7)(c)(vi) and (d)(i) to (ili) 
formerly read: . 


(vi) that may reasonably be regarded as attributable to the 
taxpayer’s income from employment to the extent of the 
lesser of the amounts determined in respect thereof under 
paragraphs 122.3(1)(c) and (d) for the year; Or 


(i) in paragraph (1)(b) and subsection (3), the amount, if any, 
by which the tax for the taxation year otherwise payable 
under this Part before making any addition under section 
120.1 and any deduction under any of sections 120.1, 121, 
122.3, 125 to 127 and 127.2 to 127.4 exceeds the amount, if 

“any, deemed by virtue of subsection 120(2) to have been paid 
on account of tax under this Part for the year, | 


(ii) in subparagraph (2)(c)(i) and paragraph (2.2)(b), the tax 
for the taxation year otherwise payable under this Part before 
making any addition under section 120.1 and any deduction 
under any of sections 120.1, 121, 122.3, 124 to 127 and 127.2 
to 127.4, and 


(iii) in subsection (2.1), the tax for the taxation year otherwise 
payable under this Part before making any addition under 
subsection 120(1) or section 120.1 and any deduction under 
any of sections 120.1, 121, 122.3, 124 to 127 and 127.2 to 
127.4; and 
All that portion of para. 126(7)(e) following subpara. (i) amended to 
substitute “exceeds the aggregate of” for “exceeds” and to add sub- 
para. 126(7)(e)(ili) by 1986, c. 55, subsec. 47(5), applicable to 1986 
et seq. 
Subpara. 126(7)(c)(vii) added by 1986, c. 6, subsec. 70(6), applica- 
ble to 1985 et seq. 
Subparas. 126(7)(d)(i) to (iii) amended by 1986, c, 6, subsec. 70(7), 
applicable to 1985 et seq., to substitute, at the beginning of subpara. 
(i), reference to subsection (3) for one to paragraph (3)(b), and 


“127.2 to 127.4” for “127.2 and 127.3” in each of subparas. (i) to 


(iii). 

Para. 126(7)(b) repealed and para. 126(7)(e) added by 1984, c. 45, 
subsecs. 42(5), (6). The repeal of para. 126(7)(b) is applicable to 
1984 et seg. and para. 126(7)(e) is applicable to the computation of 
tax for 1984 et seq., except that the unused foreign tax credit for the 
1983 and preceding taxation years shall be reduced by any amount 
in respect thereof that may reasonably be regarded as having been 
claimed for any of those years under paragraph 126(2)(a) in respect 
of a foreign tax carryover. Para. 126(7)(b) formerly read: 


(b) “foreign-tax carryover’ — “foreign-tax carryover” of a 
taxpayer in respect of a country for a taxation year means the 
lesser of 
(i) the amount, if any, by which 
(A) the amount determined under paragraph (2)(a) in 
respect of the taxpayer for the immediately preceding 
taxation year in respect of that country, 
exceeds 


(B) the amount deducted in the immediately preced- 
ing taxation year in respect of that country under 


S. 126(7) 


subsection (2), by the taxpayer from the tax for that 
year otherwise payable under this Part by him, and 


(ii) the aggregate of all amounts each of which is an 
amount in respect of one of the 5 immediately preceding 
taxation years, equal to the amount, if any, by which 


(A) the business-income tax paid by him for the year 
in respect of businesses carried on by him in that 
country 


exceeds 


(B) the amount deducted in respect of that country 
under subsection (2) by him from the tax for the year 
otherwise payable under this Part by him; 


Subpara. 126(7)(c)(vi) added and para. 126(7)(d) substituted by 
1984, c. 1, subsecs. '71(4) and (5). Subpara. (c)(vi) applicable to 
1984 et seq. and para. (d) applicable to 1982 et seq. 


Para. 126(7)(a), subparas. 126(7)(d)(i) to (111), and all that portion of 
subpara. 126(7)(c) following subpara. (ii1) substituted, and subparas. 
126(7)(c)(iv) and (v) added, by 1980-81-82-83, c. 140, subsecs. 
88(3) to (5). Para. 126(7)(a) and the portion of para. 126(7)(c) fol- 
lowing subpara. (iii) and subparas. 126(7)(c)(iv) and (v), are appli- 
cable to taxation years commencing after November 12, 1981. Sub- 
paras. 126(7)(d)() to (iii) are applicable to the 1982 and subsequent 
taxation years. The provisions of subsec. 126(7) formerly read as 
follows: 


(a) “business-income tax” paid by a taxpayer for a taxation 
year in respect of businesses carried on by him in.a country 
other than Canada (in this paragraph referred to as the “busi- 
ness country”) means such portion of any income or profits 
tax paid by him for the year to the government of any country 
other than Canada or to the government of a state, province or 
other political subdivision of any such country as may reason- 
ably be regarded as tax in respect of the income of the tax- 
payer from any business carried on by him in the business 
country; 


but does not include the portion of any tax that would not 
have been payable had the taxpayer not been a citizen of that 
country and that cannot reasonably be regarded as attributable 
to income from a source outside Canada; and 


(i) in paragraphs (1)(b) and (3)(b), the. amount, if any, by 
which the tax for the taxation year otherwise payable 
under this Part before making any deduction under any of 
sections 121 and 125 to 127 exceeds the amount, if any, 
deemed by virtue of subsection 120(2) to have been paid 
on account of tax under this Part for the year, 

(ii) in subparagraph (2)(c)(i) and paragraph (2.2)(b), the 
tax for the taxation year otherwise payable under this Part 
before making any deduction under section 121 or any. of 
‘sections 124 to 127, and 


(iti) in subsection (2.1), the tax for the taxation year oth- 
erwise payable under this Part before making any addi- 
tion under subsection 120(1) or any deduction under sec- 
tion 121. or any of sections: 124 to 127. 
Subparas. 126(7)(c)(iii), (d)G)—(iii) substituted by 1980-81- 82-83, 
c. 48, subsecs. 72(1), (2), applicable to 1980 et seg. Subparas. 
126(7)(c)(aii), (d)G)—Git) formerly read: 
(ili) was not deducted by virtue of subsection 20(12) in com- 
puting the taxpayer’s income for the year; and 
(i) in paragraphs (1)(b) and (3)(b), the tax for that taxation 
year otherwise payable under this Part before making any de- 
duction under any of sections 121 and 125 to.127, 
(ii) in subparagraph (2)(c)(i) and paragraph (2.2)(b), the tax 
for the taxation year otherwise payable under this Part before 
making any deduction under, subsection 120(2), section 121 
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or any of sections 124 to 127 or by virtue of section 30 of the 
Federal-Provincial Fiscal Arrangements and Established 
Programs Financing Act, 1977, and 


(iii) in subsection (2.1), the tax for the taxation year otherwise 
payable under this Part before’ making any addition under 

. subsection 120(1) or any deduction under subsection 120(2), 
section 121 or any of sections 124 to 127 or, by virtue of sec- 
tion 30 of the Federal-Provincial Fiscal Arrangements and 
Established Programs Financing Act, 1977. 


Subparas. 126(7)(d)(ii), (ili) were substituted by 1980-81-82-83, c. | 


47, subsec, 24(2), applicable to 1978 et seg. Subparas. 126(7)(d)(ii), 
(ii1) formerly read: 


(ii) in subparagraph (2)(c)(i) and paragraph (2.2)(b), the, tax, 

for the taxation year otherwise payable under this Part before: , 
making any deduction under subsection 120(2) or section, 
121, or any of sections 124 to 127 or by virtue of section 6 of 
the Established Programs (Interim Arrangements) Act, and ' 


(111) in subsection.(2.1), the tax for the taxation year otherwise 
payable under this Part before making any addition under 
subsection 120(1) or any deduction under subsection 120(2), 
section 121 or any of sections 124 to 127 or by virtue of sec- 
tion 6 of. the Established Programs (Interim Arrangements) 
Act. e aio 
Subpara. 126(7)(c)(iii) added by 1977-78, c. 32, s. 33, applicable to 
1978 et seq. 
Subpara. 126(7)(d)(i) aupiened by 1976-77, c: 4, subsec. 51(3), 
applicable to 1976 et seg. Subpara. 126(7)(d)(i): formerly read: 
(i) in paragraphs (1)(b) and (3)(b), the tax for the taxation 
year otherwise payable under this Part before making any de- 
duction under section 121, subsection 124(2) or (2.1) or’ any 
of sections 125 to 127, and 


All that portion, of para. 126(7)(c) following SA Bpaas G) and. sub- 


paras. 126(7)(d)() and (ii) substituted by 1974-75-76, c. 26, sub- 
secs. 83(4), (5), applicable to 1974 et seg. That portion of para. 
126(7)(c) and subparas. 126(7)(d)(i) and (ii) formerly read: 


(ii) was not deductible by virtue of subsection 20(11) in 
computing the taxpayer’s income for the year; 


plus such additional amounts. as, may be prescribed in respect 
of income or profits tax paid to the government of that coun- 
try on a dividend received by the taxpayer or by a foreign 
affiliate of the taxpayer; and 


(i) in paragraphs (1)(b) and (3)(b), the tax for the taxation 
year otherwise payable under this Part before making any de- 
duction under section 121, subsection 124(2),or any of sec- 
tions. 125 to 127, and 


(ii) in subparagraph (2)(c)(i), the tax for the taxation year oth- 
erwise payable under this Part before making any deduction 
under subsection 120(2) or section’ 121, or any. of sections 
124 to 127 or by virtue of section 6 of the Established Pro- 
grams (Interim Arrangements) Act, and 


Para. 126(7)(a) and subpara. 126(7)(c)(ii) substituted: by 1973-74, c. 
30, subsecs. 18(1), (2), applicable to 1973: et Gi Para: ee The 
and subpara. 126(7)(c)(ii) formerly read: 


(a) “business-income tax” paid by a taxpayer forva ceaion 
year in respect of businesses carried on by him’ in a country | 
other than Canada (in this paragraph referred to as the “busi- 
ness country”) means such portion of any. income or profits 
tax paid by him for the year to the government of any country 
other than Canada or to a state, province or other political 
subdivision of any such country as but does not include a tax, 
or the portion of a tax, that may reasonably be Saale as 
relating to an amount that 


(i) may reasonably be regarded as tax in respect of the 
income of the taxpayer from any business carried on by 
him in the business country, or 
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(ii) was not deductible by virtue of subsection-20(12) in 
computing the taxpayer’s income for'the year; 


» (i) was not deductible by virtue'of subsection 8(9) or subsec- 
tion 20(11) or (12) in ‘computing the on S income for 
the year 


Subpara. 126(7)(d)(i) substituted by 1973-74, 0. 29; s: 2, ai Sore 
to. 1973 et seq. Subpara. 126(7)(d)(i)' formerly read: 


(i) in paragraph (1)(b) and subsection (3), the tax for the taxa- 
tion year otherwise payable under this’ Part beforé making any 
deduction under any of ‘section 121, subsection 124(2); sec-: 
tion 125, section 127 or this section, 


Cls. 126(7)(b)(G)(B), Gi)(B), subpara. 126(7)(d)(ii) eh ll sub- 
para. 126(7)(d)(@ii) added by 1973- T4ye. e, SUDSEES: 394-6), ap- 
plicable to 1972: et seq. 


Related Provisions [s. 126): 4(3) — Whether deductions are 
applicable to a particular source; 60(0)(iii) — Deduction for legal 
expenses in appealing assessment of tax deducted under s. 126; 
80.1(2) — Election re interest for expropriation assets required: 
87(2.11) — 
allocation of foreign-source income. to beneficiaries; 127.54(2) — 
Minimum tax — foreign tax credit; 180.1(1.1) — Foreign tax.credit 
on individual surtax; 258(3) — Certain. dividends on preferred 
shares, deemed to be interest; 258(5) —- Deemed interest on certain 
shares; Canada—U.S, tax treaty, Art: XXIV — Elimination of double 
taxation. 


Selected Cases [s. 126): Taylor. v. Cann anit GCalkG,.304 
(FCA) (No carryforward of “non-capital loss of other years” in- 
curred during non-residency). 


Definitions [s. 126]: “amount”, “business” — 248(1); “business- 
income tax” — 126(7); “Canada” — 255; “corporation” — 248(1), 
Interpretation Act 35(1); “employment” — 248(1); “foreign affili- 
ate” — 95(1),:248(1);. “individual” — 248(1); “non-business-in- 
rik ; “office”, “person”,. “prescribed” —.248(1); 
“province” -— Interpretation Act 35(1);; “resident in. Canada” — 
250; “share” — 248(1); “spouse” — 252(4)(a); “tax..for. the year 
otherwise payable” — 126(7); “tax payable” — 248(2); “taxable 
capital gain” — 38(a), 248(1); “taxable income” — 2(2), 248(1); 
“taxation year” — 249; “taxpayer? — 248(1): “unused foreign tax 
credit” — 126(7). sre i ts 


I.T. Application Rules [s. 126]: 40(1), (2). 


Interpretation Bulletins [s. 126]: IT-183: Foreign tax credit — 
member of a partnership; IT-193 SR: Taxable i income of individuals 
resident in Canada during part of a year (Special Release): [T-194: 
Foreign tax credit — part-time residents; IT-201R2: Foreign tax 
credit — trust and beneficiaries; IT-270R2: Foreign tax credit and 
deduction; IT-497R3: Overseas employment tax credit. 


.T. Technical News: No. 8 (treatment of United States unitary 
state ace 


126.1 (1) Definitions — In this section, 


“1992 cumulative premium base” of an employer 
on any particular day means the total of all qualify- 
ing employer premiums of the employer for the pe- 
riod beginning on January 1,.1992 and ending on the 
day that is 365 days earlier than the: particular day 
that became payable on or before the last res of that 
period; 


“1992 premium base” of an employer means the to- 
tal of all qualifying employer premiums for 1992 of 
the employer; 


“1993 cumulative premium base” of an employer 
on any particular day means the total of all qualify- 
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ing employer premiums of the employer for the pe- 
riod beginning on January 1, 1993 and ending on the 
particular day that became payable on or before the 
last day of that period; 


1993 premium base” of an employer means the to- 
tal of all qualifying employer premiums for 1993 of 
the employer; 


“employer” at any time means any person or part- 
nership (other than a person who at that time is ex- 
empt because of any of paragraphs 149(1)(a) to (d), 
(h.1), (0) to (0.2), (0.4) to (s) and (u) to (y) from tax 
under this Part on all or part of the person’s taxable 
income) that has a qualifying employee in 1992 or 
1993; : 3 


“qualifying employee”’ of an employer means, 


(a) where the employer is not exempt because of 
subsection 149(1) from tax under this Part on all 
or part of the employer’s taxable income, 


(i) any. employee of the employer, other than 
any employee whose remuneration is not de- 
ductible in computing income from a business 
or property, and 


(ii) any person in respect of whom the em- 
ployer is deemed under any regulation under 
the Unemployment Insurance Act to be an em- 
ployer for the purpose of determining an em- 
ployer’s UI premium, and 


(b) in any other case, any employee of the 
employer; 


“qualifying employer premium” for a period of an 
employer means that portion of the employer’s UI 
premium that can reasonably be attributed to the re- 
muneration paid in the period to qualifying employ- 
ees of the employer; 


‘remittance date” for 1993 of an employer means 
the day prescribed under the Unemployment Insur- 
ance Act on or before which the employer is required 
to remit a UI premium in respect of remuneration 
paid in 1993; 


“UI premium” of an employer means a premium 
under subsection 51(2) of the Unemployment Insur- 
ance Act payable, 


(a) where the employer is a partnership, by the 
members of the partnership in respect of remu- 
neration paid by the partnership to employees of 
the partnership, and 


(b) in any other case, by the employer. 


(2) Associated employers — For the purposes of 
this section, 


(a) employers that are corporations that are asso- 
ciated with each other at any time shall be 
deemed to be employers that are associated with 
each other at that time; and 


S. 126.1(4)(a) 


(b) where 2 employers 


(i) would, but for this paragraph, not be asso- 
ciated with each other at any time, and 


(ii) are associated, or are deemed by this sub- 
section to be associated, with another corpora- 
tion at that time, 


they shall be deemed to be associated with each 
other at that time. 


Related Provisions: 126.1(3) — Rules for individuals and 
partnerships. ) 


(3) Idem — In determining for the purpose of this 
section whether 2 or more employers are associated 
with each other at any time, and in determining 
whether an employer is at.any time a specified em- 
ployer in relation to another employer, 


(a) where an employer at any time is an individ- 
ual, the employer shall be deemed. at that time to 
be.a corporation all the issued shares of the capi- 
tal stock of which, having full voting rights under 
all circumstances, are owned by the individual; 
and 


(b) where an employer. at: any time is a 
partnership, 


(i) the employer shall be deemed at that time 
to be a corporation having one class of issued 
shares, which shares have full voting rights 
under all circumstances, and 


(ii) each member of the partnership shall be 
deemed to own at that time the greatest pro- 
portion of the number of issued shares of the 
capital stock of the corporation that 


(A) the member’s share of the income. or 
loss of the partnership from any source for 
the fiscal period of the partnership that in- 
cludes that time 


is of 
(B) the income or loss of the partnership 
from that source for that period 


and for the purpose of this paragraph, where 
the income and loss of the partnership from 
any source for that period are nil, that propor- 
tion shall be computed as if the partnership 
had income from that source for that period in 
the amount of $1,000,000. 


(4) Business carried on by another em- 
ployer — Where at any time before 1994 an em- 
ployer (referred to in this subsection and subsection 
(5) as the “‘successor’”) carries on, as a separate busi- 
ness.or as part of another business, a business or part 


| of a business that was carried on at any earlier time 


after 1991 by a specified employer in relation to the 
successor (which business or part of a business is re- 
ferred to in this subsection as the “specified busi- 
ness’), in determining 


(a) the UI premium tax credit of the specified em- 
ployer and the successor, and 
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(b) each amount that is or would, but for subsec- 
tion (13), be deemed by subsection (12) to be 
paid to the specified employer or the successor at 
any time after the successor began to ce on the 
specified business, 


that portion of the qualifying employer premiums for 
any period of the specified employer that can reason- 
ably be considered to relate to the specified business 
shall be deemed not to be qualifying ‘employer pre- 
miums for the period of the specified’employer and 
to be qualifying employer Pt cea for the period 
of the successor. 


(5) Definition of “specified. employer” — For 
the purposes of subsection (4), “specified employer” 
at any time in relation to a successor means any par- 
ticular employer with whom the successor at’ that 
time is not or would not be dealing at arm’s length if, 


(a) where the particular employer ceased to exist 
before that time, the particular Pala were in 
existence at that time, and 


(b) the particular employer were controlled, at that 
time by each person or group of persons who at 
any time in 1992 or 1993 controlled the particular 
employer, 


except that a particular employer is not a specified 
employer in relation to a successor where the succes- 
sor is, for the purposes of this section, deemed by 
paragraph 87(2)(mm) or 88(1)(e.2) to be a continua- 
tion of, and the same Ses oe erie as; the particular 
employer. . : 


(6) Ul premium. tax credit — Where an employer 
(other than a partnership) files with the Minister a 
prescribed form containing prescribed information, 
an overpayment on account of the employer’s liabil- 
ity under this Part for the employer’s last taxation 
year beginning before 1994 equal to the employer’s 
UI premium tax credit shall be deemed: to have 
arisen on the later of March 1, 1994 and the day on 
which the form is so filed. 

Related Provisions: 87(2)(mm) — meorneeeir — continu- 
ing corporation; 126.1(11) — UI premium tax’ credit — associated 
employers; 152(1.2)— Provisions applicable to determination of 
overpayment; 152(3.4), (3.5) — Determination ‘of credit by Minis- 
ter; 164(1.6) — Refund of credit by Minister. 


Forms: 93-098: Claim for UI yi eat tax credit. 


(7) Idem — Where a member of a partnership, act- 
ing on behalf of all of the members of the partner- 
ship, files with the Minister a prescribed form con- 
taining prescribed information, an overpayment on 
account of each taxpayer’s liability under this ‘Part 
for the taxpayer’s last taxation year beginning before 
1994 equal to that portion of the partnership’s UI 
premium tax credit that can reasonably be consid- 
ered to be the taxpayer’s share thereof shall be 
deemed to have arisen on the later of March 1, 1994 
and the day on which the form is'so filed. 


Related Provisions: 152(3.4), (3.5) — Determination of credit 
by Minister; 164(1.6) — Refund of credit by Minister. 
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(8) Definition of “UL premium tax credit” — 
For the purposes: of this section; an eupioyes S Dutt 
premium tax credit” is the lesser of : 


(a) the amount, if any, by which $30,000 ekbetids 
the amount, if any, by which the employer’s 1992 
premium base exceeds $30,000, and 


(b) the amount, if any, by which the employer’ S 
1993 premium base exceeds the if Srp tOveT, S997 
premium base, 


unless the employer is associated at the end of 1993 
with any other employer, in which case, subject to 
subsection (11), the spp tia s UI Premium: | tax 
credit is nil. 


(9) Allocation by associated Sminioeern _ oe 
employer that is a member of a group of employers 
that are associated with each other at the end of 1993 
(referred to in this. subsection and in subsections (10) 
and (11) .as “associated employers’ *) may. file with 
the Minister an agreement in prescribed form on be- 
half of the associated employers allocating among 
them an amount not exceeding the lesser of 


(a) the amount, if any, by which $30, 000 exceeds 
the amount, if any, by which the total of the 1992 
premium bases of all of the associated employers 
exceeds $30,000;:and 


(b) the amount, if any, by iach 


(i) the total of the 1993 premium bases of all 
of the associated employers i : 


exceeds 


(ii) the total of the 1992 premium bases. of all 
of the associated employers. 


(10) Allocation by the Minister — The Minister 
may request any of the associated employers to file 
with the Minister an agreement referred to in subsec- 
tion (9) and, where the employer does not file the 
agreement within 30 days after receiving the request, 
the Minister may allocate among them. an amount 
not exceeding the.lesser of the amounts determined 
under paragraphs .(9)(a) and (b). | 


(11) Ul’ premium tax credit — associated em- 
ployers — For the purposes of this section, the 
least_amount allocated to an associated employer 
under an agreement described in- subsection (9) or 
the amount allocated to the employer by the Minister 
under subsection (10), as the case may be, is ie UI 
premium tax credit of the employer: 


(12) Prepayment of UI premium. ‘tax credit — 
Where before March 1994 an employer or, where the 
employer is a partnership, any member of the part- 
nership acting on behalf of all of the members of the 
partnership, files with the Minister a prescribed form 
containing prescribed information, the Minister 
shall, subject to subsection (13), be deemed to have 
paid to the-employer on account of the overpayment 
determined under subsection (6)*in respect»of. the 
employer, and the employer’shall be deemed; for the 
purpose of paragraph 12(1)(x), to have received and, 
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for the purposes of the Unemployment Insurance Act 
and regulations made under it, to have remitted to 
the Receiver General on account of the employer’s 
UI premium, on each remittance date for 1993, an 
amount that is equal to, ~ 


(a) where the employer was not associated with 
any other employer on the remittance date, the 
lesser of 


(i) the amount, if any, by which the lesser of 


(A) the amount, if any, by which $30,000 
exceeds the amount, if any, by. which the 
1992 premium base of the employer ex- 
ceeds $30,000, and. 


(B) the amount, if any, by which 


(I) the 1993 cumulative premium base 
of the employer on the remittance date 


exceeds 


~ (I) the 1992 cumulative premium base 
of the employer on the remittance date 


. exceeds the total of all amounts deemed or 
that would, but for subsection (13), be deemed 
by this subsection to have been paid to the 
employer before the remittance date, and 


(ii) the amount determined by the formula 


A—-(B+C) 
where 


A. is the total of all UI premiums. of the em- 

ployer payable on or before the remittance 

_. date that can reasonably be attributed to re- 

muneration paid in the period beginning on 

January 1, 1993 and ending on the remit- 
tance date, 


B is the total. of all amounts (determined 
without reference to this subsection) remit- 
ted by the employer to the Receiver Gen- 
eral on or before the remittance date on ac- 
count of the UI premiums referred to in the 
description of A, and 


C_ is the total of all amounts deemed or that 
would, but for subsection (13), be deemed 
by this subsection to have been paid to the 
employer before the remittance date; and 


(b) where the employer (in this paragraph re- 
ferred to as the “particular employer’) was asso- 
ciated on the remittance date with any other em- 
ployer (in this paragraph referred to as an 
“associated employer’), the lesser of 


(i) the amount that would be determined under 
paragraph (a) in respect of the particular em- 
ployer on the remittance date if the particular 
employer were not associated on the remit- 
tance date with any other employer, and 


(ii) the amount, if any, by which the lesser of | 
(A) the amount, if any, by which $30,000 
exceeds the amount, if any, by which the 
total of the 1992 premium bases of the par- 
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ticular employer and all associated'‘em- 
ployers exceeds $30,000, and 


(B) the amount, if any, by which 


(1) the total of all amounts each of 
which is the 1993 cumulative premium 
base of the particular employer or an 
associated employer on the remittance 
date 

exceeds 


(II) the total of all amounts each of 

_ which is the 1992 cumulative premium 
base of the particular employer or an 
associated employer on the remittance 
date 


exceeds the total of 


(C) all amounts each of which is an 
amount deemed or that would, but for sub- 
section (13), be deemed by this subsection 
to have been paid to the particular em- 
ployer or an associated employer before 
the remittance date, and 


(D) all amounts each of which is an 
amount that would be determined under 
subparagraph (a)(i1) in respect of an asso- 
ciated employer on the remittance date if 
the associated employer were not associ- 
ated on that date with any other employer. 
Related Provisions: 126.1(13) — Amount deemed paid to a part- 


nership; 126.1(14), (15) — Excess prepayments; 257 — Formula 
cannot calculate to less than. zero. 


(13) Idem — Where an amount would, but for this 
subsection, be deemed by subsection (12) to be paid 
at anytime to a partnership; that portion of the 
amount that can reasonably be considered to be a 
taxpayer’s share of it shall be deemed not to have 
been paid to the partnership and to have been paid at 
that time by the Minister to' the taxpayer on account 
of the overpayment determined under subsection (7) 
in respect of the taxpayer. 


(14) Excess prepayment — Where the total of all 
amounts paid under subsection (12) toa taxpayer ex- 
ceeds the taxpayer’s UI premium tax credit, the ex- 
cess shall be deemed to have been refunded to the 
taxpayer, on the taxpayer’s last remittance date for 
1993, on account of the taxpayer’s liability under 
this Part for the taxpayer’s last taxation year begin- 
ning before 1994. 


(15) Idem — Where the total of all amounts paid 
under subsection (13) to a taxpayer in respect of a 


partnership exceeds that portion of the partnership’s 


UI premium tax credit that can reasonably be consid- 
ered to be the taxpayer’s share of it, the excess shall 
be deemed to have been refunded to the taxpayer, on 
the partnership’s last remittance date for 1993, on 
account of the taxpayer’s liability under this Part for 
the taxpayer’s last taxation year beginning before 
1994. 
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History [s. 126.1]: S. 126.1 enacted by 1994, c. 8, s. 14, applica- 
ble after 1992. 


Definitions [s. 126.1]: “1992 cumulative premium base”, “1992 
premium base”, “1993 cumulative premium base”, “1993 premium 
base” — 126.1(1); “arm’s length” — 251; “associated” — 126.1(2), 
(3), 256; “business” — 248(1); “corporation” — 248(1), Interpreta- 
tion Act 35(1); “employee”.— 248(1); “employer” 
; “individual”, “Minister” — 248(1); “pre- 
scribed”, “property” — 248(1); “qualifying employee” — 126.1(1); 
“qualifying employer” — 126.1(1), (4); “remittance date” — 
126.1(1); “share” — 248(1); “specified employer” — 126.1(5); 
“successor” — 126.1(4); “taxation year” — 249; “UI premium” — 
126.1(1); “UI premium tax credit” — 126.1(8), (11). 


Pre-RSC History [former s. 126.1]: Former s. 126.1 repealed by 
1974-75-76, c. 26, s. 84, applicable on and after August 1, 1974. 
(Replaced re contributions made after July 31, 1974 by subsecs. 
127(3), (4).) 


S. 126.1 added by 1973-74, c. 51, s. 19,.in force August 1, 1974, 
and applicable with respect to amounts contributed as provided 
therein on or after that date. 


127. (1) Logging tax deduction [credit] — 
There may be deducted from the tax otherwise paya- 
ble by a taxpayer under this Part for a taxation year 
an amount equal to the lesser of 


(a) 7 of any logging tax paid by the taxpayer to 
the government of a province in respect of in- 
come for the year from logging operations in the 
province, and 


(b) 673% of the taxpayer’s income for the year 
from. logging operations in the province referred 
to in paragraph (a), 


except that in no case shall the total of amounts in 
respect of all provinces that would otherwise be de- 
ductible under this subsection from the tax otherwise 
payable under this Part for the year by the taxpayer 
exceed 67/3% of the amount that would be the tax- 
payer’s taxable income for the year or taxable in- 
come earned in Canada for the year, as the case may 
be, if this Part were read without reference to 
paragraphs 60(b), (c) to (c.2), (i) and (v) gud sections 
62, 63 and 64. 


Related Provisions: 117(1) — “Tax otherwise payable”. 


History: That portion of subsec. 127(1) following para. (b) 
amended by 1994, c. 7, Sch. VII (1993, c. 24), subsec. 68(1), appli- 
cable to 1991 et seq. That portion formerly read: 


except that in no case shall the total of amounts in respect of 
all provinces that would otherwise be deductible under this 
section from the tax otherwise payable by the taxpayer under 
this Part for the year exceed 67/3% of the taxpayer’s taxable 
income for the year or taxable income earned in Canada for 
the year, as the case may be. 


Pre-RSC History: Subsec. 127(1), substituted by 1976-77, c. 4; 
subsec. 52(1), applicable to 1976 et seg. Subsec. 127(1) formerly 
read: 


127. (1) There may be deducted from the tax otherwise paya- 
ble by a taxpayer under this Part for a taxation year an 
amount equal to the lesser of 


(a) 7 of any logging tax paid by the taxpayer to the gov- 
ernment of a province in respect of income for the year 
from logging operations in the province, and 
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(b) 673% of the taxpayer’s income for the year from log- 
ging operations in the province referred to in paragraph 


(a), 


except that in no case, shall the aggregate of amounts in-re-) 
spect of all provinces that would otherwise be deductible 
under this section from the tax otherwise payable by the tax- 
payer under this Part for the year exceed 67/3% of the amount, 
if any, by which the taxpayer’s taxable income for the year or 
taxable income earned in Canada for the year, as the case 
may be, exceeds the aggregate of 


(c) the lesser of the amounts determined under 
paragraphs 124(2)(a) and (b) in respect or the corporation 
for the year, and 


(d) the lesser of the amounts determined under 
paragraphs 124(2.1)(d) and (e) in respect.of the corpora- 
tion for the year. 


All that portion of subsec. 127(1) plone para. (b) substituted by 
1974-75-76, c. 26, subsec. 85(1), applicable to wStH et seq. That 
portion of subsec. 127(1) formerly read: 


except that in no case shall the aggregate of amounts in re- 

spect. of all provinces that would otherwise be deductible 

under this section from the tax otherwise payable by the tax- 

payer under this Part for the year exceed 67/3% of the amount, 

if any, by which the taxpayer’s taxable income for'the year or 

= taxable: income earned in Canada for the year, as the case 

' may be, exceeds, where the taxation year ends after 1976, the 
lesser of 


(c) the amount, if any, in respect of the taxpayer deter- 
“mined under paragraph 124(2)(a) for the year, and ; 


(d) the amount, if any, in respect of the taxpayer deter- 
mined under paragraph 124(2)(b) for the year. 


Application to 1976: 1977-78, c. 1, s. 61 provides that in its 
application to the 1976 taxation year, sae 127(1) shall be 
deemed to have read as follows: 


127. (1) Logging tax deduction — There may be deducted 
from the tax otherwise payable by a taxpayer under this Part 
for a taxation year an amount equal to the lesser of 
(a) 7/3 of any logging tax paid by the taxpayer to the gov- 
ernment of a province in respect of income for the year 
from logging operations in the province; and 


(b) 6%/3% of the taxpayer’s income for the year from log- 

ging operations in the province referred to in paragraph 

(a). 
eaiecian Cases [subsec. 127(1)]: The Queen v. British 
Columbia Forest Products Ltd., [1986] 1 C.T.C. 1 (FCA); leave to 
appeal to SCC refused [unreported] (Feb. 28, 1986), Doc. 19677 
(Investment tax credit must be deducted from capital cost where 
taxpayer received assistance from government as a deduction from 
tax); MacMillan Bloedel (Alberni) Ltd. v. MNR, [1973] C.T.C. 295 
(FCTD) (Interest received by taxpayer on promissory note from 
subsidiary deducted from income when calculating logging tax 
credit). 


Interpretation Bulletins: IT-121R3: Election to capitalize cost of 
borrowed money. 


Forms: T2S-TC: Tax calculation supplementary Bi corporations. 
(2) Definitions — In subsection (1), 


“income for the year from logging operations in 
the province” has the meaning assigned by 
regulation; 

Pre- RSC History: The definition “income sp the year from log- 
ging ...” was para. 127(2)(a). 


reyulationg? 700(1), (2) (meaning of “income for the year from 
logging operations in a province”). 
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“logging tax” means a tax imposed by the legisla- 
ture of a province that is declared by regulation to be 
a tax of general application on income from logging 
operations. 

Pre-RSC History: The definition “logging tax” 
UZ ZKD).. «.. 

Regulations: 700(3) (provinces are B.C. and Quebec). 
Selected Cases [subsec. 127(2)]: British Columbia Forest 


was para. 


Products Ltd. v. MNR, [1971] C.T.C. 270 (SCC) (Computation of 


income ‘from all sources” to be determined under provisions of the 
Act less allowable deductions). 


(3) Contributions to registered parties and 
candidates [political contribution credit] — 
There may be deducted from the tax otherwise paya- 
ble by a taxpayer under this Part for a taxation year 
in respect of the total of all amounts each of which is 
an amount contributed by the taxpayer in the year to 
a registered. party or to,an officially nominated can- 
didate at. an election of a member or members to 
serve in the House of Commons of Canada (an this 
section referred to as “the total’), 


(a) 75% of the total if the total does not exceed 
$100, 


(b) $75 plus 50% of the amount “ee which the to- 
tal exceeds $100 if the total exceeds $100 and 
does not exceed $550, or 


(c) the lesser of, 


(i) $300 plus 33'4% of the amount by which 
the total exceeds $550 if the total exceeds 
$550, and 


(ii) $500, 


if payment of each amount contributed that is in- 
cluded in the total is proven by filing a receipt with 
the Minister, signed by a registered agent of the reg- 
istered party or by the official agent of the officially 
nominated candidate, as the case may be, that con- 
tains prescribed information. 

Related Provisions: 18(1)(n)— No deduction from income for 
political contributions; 120(4) — “Tax otherwise payable under this 
Part”; 123.2(a) — Corporate surtax applies to total tax before claim- 
ing political tax credit; 127(3.1) — Issue of receipts; 127(3.2) — 
Deposit of amounts contributed; 127(4) — Interpretation; 
127(4.1) — Definition of “amount contributed”; 127(4.2) — Allo- 
cation of amount. contributed among partners; 230.1 — Books and 
records relating to political contributions. 


Regulations: 2000 (prescribed information). 


Interpretation Bulletins: IT-143R2: Meaning of “eligible capital 
expenditure”. 

Information Circulars: 75-2R4: Contributions to a registered po- 
litical party or to a candidate at a federal election. 


Forms: T2092: Contributions to a registered party — information 
return; T2093: Contributions to a candidate at an election — infor- 
mation return. 


(3.1) Issue of receipts — A receipt referred to in 
subsection (3) shall not be issued 
(a) by a registered agent of a registered party, or 


(b) by an official agent of an officially nominated 
candidate 


S. 127(4.1)(a) 


otherwise than in respect of an amount contributed 
and to the contributor of such an amount.’ 


Related Provisions: 238(1) — Offences. 


(3.2) Deposit of amounts contributed — 
Where an amount contributed has been received by 
an official agent of an officially nominated candidate 
other than an officially nominated candidate in any 
of the electoral districts referred to in Schedule TI to 
the Canada Elections Act, the official agent shall 
forthwith deposit that amount contributed in an ac- 
count standing to the credit of the official agent in 
the agent’s capacity as such in the records of a 
branch or other office in Canada of : | 


(a) a bank; 


(b) a corporation that is Hee re or pine caet au- 
thorized under the laws of Canada or a province 
to. carry on in Canada the business: of afferent to 
the public its services as trustee; or 


(c) a credit union. 
Related Provisions: 238(1) — Offences. 


Information Circulars: 75-2R4: Contributions to.a registered po- 
litical party or to a candidate at a federal election. 


(4) Definitions — In subsections (3), (3.1), (3.2) 
and (4.1), the terms “official agent’, “registered 
agent” and “registered party” have the meanings as- 
signed to them by section 2 of the Canada Elections 
Act and the term “officially nominated candidate” 
means a person in respect of whom a nomination pa- 
per and deposit have been filed as referred to in the 
definition “official nomination” in that section of 
that Act. ALND 


Canada Elections Act, R.S.C. 1985, c. E-2, s. 2: 
2. In this Act, 


“official agent” means an agent appointed in the manner set 
out in subsection 215(1) and specially charged with the pay- 
ing of all legal expenses on account of the management or 
conduct of an election; 


“official nomination” means the filing of all the documents 
required to be filed pursuant to subsection 81(1) and the com- 
pliance with all the requirements of that subsection at any 
time between the date of the proclamation and the hour fixed 
for the close of nominations on nomination day; 

“registered agent” means a person whose name is recorded in 
the registry of agents of registered parties maintained by the 
Chief Electoral Officer, pursuant to subsection 33(1) and in- 
cludes the chief agent of a registered party and an electoral 
district agent; 

“registered party” means a political party that is registered 
pursuant to section 24; 


(4.1) Definition of “amount contributed” — In 
subsections (3), (3.1) and (3.2), “amount contrib- 
uted” bya taxpayer means a contribution by the tax- 
payer to a registered party or an officially nominated 
candidate in the form of cash or in the form of a ne- 
gotiable instrument issued by the taxpayer, but does 
not include 

(a) a contribution made by an official agent of an 

officially nominated candidate or a registered 

agent of a registered party (in the agent’s capacity 
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as such official agent or registered agent, as the 
case may be) to another. such official, agent or 
registered agent, as the case may be; or- 


(b) a contribution in..respect. of which the tax- 
payer has received or is entitled to receive a fi- 
nancial benefit of any kind (other than a. pre- 
scribed financial benefit or a deduction pursuant 
to subsection (3)) from a government, municipal- 
ity or other public authority, whether as a grant, 
subsidy, forgivable loan or deduction from tax or 
an allowance or otherwise. 


(4.2) Allocation of amount contributed among 
partners — Where a taxpayer was, at the end of a 
taxation year of a partnership, a member of the part- 
nership, the taxpayer’s share of any amount contrib- 
uted by the partnership in that taxation year that 
would, if the partnership were a person, be’ an 
amount contributed referred to in subsection (3), 
shall, for the purposes of that subsection, be deemed 
to be an amount contributed by the taxpayer in the 
taxpayer’s taxation year in which the taxation year of 
the partnership ended. 


Related Provisions: 53(2)(c)(iii) — Reduction in adjusted cost 
base of partnership interest. 


Pre-RSC History: Para. 127(3.2)(a) substituted by 1992, c. 1, Sch. 
V, s. 17, applicable from February 28, 1992. Para. (3.2)(a) formerly 
read: 


(a) a bank to which the Bank Act or the Quebec Savings 
Banks Act applies; 


Para. 127(3.2)(c) substituted by 1985, c. 45, subsec. -72(1).- Para. 
127(3.2)(c) formerly read: 


(c) a credit union within the meaning assigned by subsection 
137(6). 


Subsec. 127(4.1) substituted by 1984, c. 1, subsec. 72(1), applicable 
with respect to contributions made after April 19, 1983. Subsec. 
127(4.1) formerly read: 


(4.1) “Amount contributed” defined — For the purposes of 
subsections (3), (3.1) and (3.2) and section 230.1, “amount 
contributed” means a contribution to a registered party or an 
officially nominated candidate in the form of cash or in the 
form of a negotiable instrument issued by the person, making 
the contribution, but does not include a contribution made by 
an official agent of an officially nominated candidate or a 
registered agent of a registered party (in his capacity as such 
official agent or registered agent, as the case may be) to an- 
other such official agent or registered agent, as the case may 
be. 


Subsecs. 127(3)-(4.2) substituted for subsecs. 127(3)-(4.1) by 
1976-77, c. 4, subsec. 52(2), applicable, as to subsecs. 127(2)-(4.1), 
after May 25, 1976, and as to subsec. 127(4.2), with respect to 
amounts contributed after June 23, 1975. Subsecs. 127(3)-(4.1) for- 
merly read: 


(3) There may be deducted from the tax otherwise payable by 
a taxpayer under this Part for a taxation year in respect of the 
aggregate of all amounts each of which is an amount contrib- 
uted by the taxpayer in the year to a registered party or to a 
candidate at an election of a member or members to serve in 
the House of Commons of Canada (in this section referred to 
as “the aggregate’’), 


(a) 75% of the aggregate if the aggregate does not exceed 
$100, 
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_(b) $75, plus 50% of the amount by which the aggregate » 
exceeds $100 if the aggregate exceeds $100. and does not 
exceed $550, or 


(c) the lesser of 


(i) $300 plus. 33% of the amount by. which the ag- 
gregate exceeds $550 if the aggregate exceeds $550, 
and 
(ii) $500, 
if payment of each amount contributed that is included in ~ 
~ the aggregate is proven by filing receipts with the Minis- 
ter, signed by a registered agent of the registered party or 
by the official agent of the candidate, as the case may be, 
that contain prescribed information. 


(3.1). A; receipt referred to in subsection (3) shall not-be issued. 
(a) bya registered agent of a registered party, or: 
(b) by an official agent of a candidate | 


otherwise than in respect of an amount contributed and to the 
contributor thereof. 


(3.2) Where an amount contributed has been received by an 
official agent of a candidate other than a candidate in any of 

- the electoral districts referred to:in Schedule III to the Can- 
ada Elections Act, the official agent shall forthwith deposit 
that amount contributed in an account standing to the credit 
of the official agent in his capacity as such in the records of a 
branch or other office in Canada of 


(a) a bank to which the Bank Act or the, Quebec Savings 
Banks Act applies; 


(b) a corporation that is licensed or otherwise siticted 
under the laws of Canada or a province to carry on in 
Canada the business of offering to the Bebe its services 
as trustee; or 


(c) a credit union within the meaning assigned by subsec- 
tion 137(6). 


(4) For the purposes of subsections (3), (3.1), (3.2) and (4.1), 
the terms “candidate”, “official agent’, “registered agent” and 
“registered party” have the meanings assigned to them by 
section 2 of the Canada Elections. Act. 


(4.1) For the purposes of subsections (3), (3.1) and (3.2) and 
section 230.1, “amount contributed” means a contribution to 
a registered party or candidate in the form of cash or in the 
form of a negotiable instrument issued by the person making 
the contribution, but does not include a contribution made by 
an official agent of a candidate or a registered agent of a reg- 
istered party (in his capacity as such official agent or regis- 
tered agent, as the case may be) to another such official agent 
or registered agent, as the case may be. 


Subsecs. 127(3)-(12) substituted for subsecs. 127(3), (4) by 1974- 
75-76, c. 71, 8. 9, applicable, as to subsecs. 127(3)-(4.1), in respect 
of amounts contributed after June 23, 1975, and, ‘as to subsecs. 
127(5)-(12), to 1975 et seg. Subsecs. 127(3), (4) formerly read: 


(3) There may be deducted from the tax otherwise payable by 
a taxpayer under this Part for.a taxation year in respect of the 
aggregate of amounts contributed by the taxpayer in the year 
to registered parties and candidates at an election of a mem- 
ber or members to serve in the House of Commons of Canada 
(in this section referred to as “the amount contributed”), 


(a) 75% of the amount contributed if the amount contrib- 
uted does not exceed $100, 

(b) $75 plus 50% of the amount by which the amount 
contributed exceeds $100 if the amount contributed ex- 
ceeds $100 and does not exceed $550, and 

(c) the lesser of 


(i) $300 plus 33'5% of the amount by which the 
amount contributed exceeds $550 if the amount con- 
tributed exceeds $550, and 
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(ii) $500, 


if payment of each amount that is included in the amount 
contributed is proven by filing receipts with the Minister, 
signed by a registered agent of the registered party or by 
the official agent of the candidate, as the case may be, 
that contain prescribed information. 


(4) For the purposes of subsection (3), the terms “‘candidate”, 
“official agent”, “registered agent” and “registered party” 
have the meanings assigned to them by section 2 of the Can- 
ada Elections Act. 


Subsecs. 127(3), (4) added by 1974-75-76, c. 26, subsec. 85(2), ap- 
plicable in respect of contributions made after July 1974. (For previ- 


ous history see note to s. 126.1.) 


(5) Investment tax credit — There may be de- 
ducted from the tax otherwise payable by a taxpayer 
under this Part fora taxation year an amount not ex- 
ceeding the lesser of 


(a) the total of 


(i) the taxpayer’s investment tax credit at the 
end of the year in respect of property acquired 
before the end of the year or of the taxpayer’s 
SR&ED qualified expenditure pool at the end 
of the year or of a preceding taxation year, 
and . | 


(11) the lesser of 


(A) the taxpayer’s investment tax credit at 
the end of the year in respect of property 
acquired in a subsequent taxation year or 
of the taxpayer’s SR&ED qualified expen- 
diture pool at the end of a subsequent taxa- 
tion year to the extent that an investment 
tax credit was not deductible under this 
subsection or subsection 180.1(1.2) for the 
subsequent year, and 


(B) the amount, if any, by which the tax- 
payer’s tax otherwise payable under this 
Part for the year exceeds the amount, if 
any, determined under subparagraph (1), 
and 


(b) where Division E.1 applies to the taxpayer for 
the year, the amount, if any, by which the total of 


(1) the taxpayer’s. tax otherwise payable under 
this Part for the year, and 


(ii) the taxpayer’s tax payable under Part I.1 
for the year before deducting any amount 
under subsection 180.1(1:2) 


exceeds the taxpayer’s minimum amount for the 
year determined under section 127.51. 


Related Provisions: 12(1)(t)— Income inclusion for ITCs; 
13(7.1) — Deemed capital cost; 13(21)“undepreciated capital 
cost” I — Reduction in u.c.c. of property to reflect ITCs; 37(1)(e) — 
Deduction for scientific research and experimental development; 
53(2)(k)Gi) — Deduction from adjusted cost base of property to re- 
flect ITCs; 66.1(6)“cumulative Canadian exploration expense”L — 

Reduction in CCEE; 87(2.11)— Vertical amalgamations; 117(1), 
120(4) — “Tax otherwise payable under this Part”; 123.2(a) — Cor- 
porate surtax applies to total tax before claiming investment tax 
credit; 127(11.2)—Time of expenditure and acquisition; 
127(26) — Expenditure unpaid within 180 days of end of year; 
127.4(3) — Refundable ITC deemed claimed pnder 127(5); 
128(2)(e)(iii)(C) — No credit on return filed by. trustee following 


S. 127(5) 


individual’s discharge from. bankruptcy; 149(10)(c) — Where cor- 
poration becomes or ceases to.be exempt; 152(6) — Reassessment; 
164(5), (5.1) — Effect of carryback of loss; 180.1(1.2) — Individ- 
ual surtax — deductions from tax; 192(10) — SPTC claim deemed 
to be deducted as ITC; ay (7) — eae why of ITC refund by 
corporation. 


History: Subpara. 127(5)(a)(i) and cl. 12715)(a)G)CA) amended by 
1996, c. 21, subsecs. 30(1), (2), applicable to taxation years that be- 
gin after 1995. Subpara. (a)(i) and cl. (a)(ii)(A) formerly read: 


(i) the taxpayer’s investment tax credit at the end of the year 
- in-respect of property acquired, or an expenditure made, 
before the end of the year, and 


(A) the taxpayer’s investment tax credit at the end of the year 
in respect .of property acquired, or an expenditure made, in a 
subsequent taxation year, to the extent that the investment tax 
credit was not deductible under this subsection or subsection 
180.1(1.2) for.the taxation year in which the property was ac- 
quired, or the expenditure was made, as the case may be, and 


Subsec. 127(5) amended by 1994,'c. 8, subsec. 15(1), applicable to 
taxation years that begin after 1993. Subsec. (5) formerly read: 


(5). Investment tax. credit— There may be deducted from 
the tax otherwise payable bya taxpayer under this Part for a 
taxation year an amount not exceeding. the least of 


(a) the taxpayer’s annual investment tax credit limit for 
the year, 


0) the total of 


(1) the taxpayer’s investment tax credit at the end of 
the year in respect of property acquired, or an expen- 
diture made, before the end of the year, and 


(ii) the lesser of 


(A) the taxpayer’s investment tax credit at the 
end of the year in respect of property acquired, 
or an expenditure made, in a subsequent taxation 
year, to the extent that the investment tax credit 
was not deductible under this subsection or sub- 
section 180.1(1.2) for the taxation year in which 
the property was acquired, or the expenditure 
was made, as the case may be, and 


(B) the amount, if any, by which the taxpayer’s 
tax otherwise payable by the taxpayer under this 
Part for the year exceeds the amount, if any, de- 
termined under subparagraph (i), and 


(c) where Division E.1 is applicable to the taxpayer for 
the year, the amount, if any, by which the total of 
(i) the taxpayer’s tax. otherwise papal under this 
Part for the year, and 
(i1) the taxpayer’s tax payable under Part I.1 for the 


year before deducting any amount under subsection 
180.1(1.2), 


exceeds the taxpayer’s minimum amount for the year de- 
termined under section 127.51. 


Pre-RSC History: Subsec. 127(5) substituted by 1988, c. 55, 
subsec. 106(1), applicable to 1988 et seg., and for the 1986 and 
1987 taxation years subsec. 127(5) shall be read as follows: 


(5) There may be deducted from the tax otherwise payable by 
a taxpayer under this Part for a taxation year an amount equal 
to the lesser of the aggregate of 

(a) an amount not exceeding the lesser of 


(i) his investment tax credit at the end of the year in 
respect of property acquired, or an expenditure made, 
before April 20, 1983, and 
(ii) the aggregate of 

(A) $15,000, and 
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(B) '/2 the amount, if any, by which the tax other- 
wise payable by him under this Part for the yee 
exceeds $15,000, 


(b) an amount not exceeding the lesser of 


(i) his investment tax credit at the end of the year in 
respect of property acquired, or an expenditure made, 
after April 19, 1983 and before the end of the year, 
and 


(ii) the amount, if any, by which the tax otherwise 
payable by him under this Part for the year exceeds 
the amount, if any, determined under paragraph (a), 
and 


(c) an amount not exceeding the lesser of 


(i) his investment tax credit at the end of the year in 
respéct of property acquired, or an expenditure made, 
in a subsequent taxation year and after April 19, 
1983, to the extent that the investment tax credit was 
not deductible under this subsection in the taxation 
year in which the property was acquired, or the ex- 
penditure was made, as the case may be, and 


(ii) the amount, if any, by which the tax otherwise 
payable by him under this Part for the year exceeds 
the aggregate of the amounts, if any, determined 
under paragraphs (a) and (b) 


and, where Division E.1 is applicable to the taxpayer for 
the year, the amount, if any, by which his tax otherwise 
payable under this Part for the year exceeds his minimum 
amount for the year determined under section 127.51. 


Subsec. 127(5) formerly read: 


(5) Investment tax credit — There may be deducted from 
the tax otherwise payable by a taxpayer under this Part for a 
taxation year an amount equal to the aggregate of 


(a) an amount not exceeding the lesser of 


(i) his investment tax credit at the end of the year in 
respect of property acquired, or an expenditure made, 
before April 20, 1983, and 


(ii) the aggregate of 
(A) $15,000, and 


(B) 2 the amount, if-any, by which the tax other- 
wise payable by him under this Part for the year 
exceeds $15,000; 


(b) an amount not exceeding the lesser of 


(i) his investment tax credit at the end of the year in 
respect of property acquired, or an expenditure made, 
after April 19, 1983, and before the end of the year, 
and 


(ii) the amount, if any, by which the tax otherwise 
payable by him under this Part for the year exceeds 
the amount, if any, determined under paragraph (a); 
and 


(c) an amount not exceeding the lesser of . | 


(i) his investment tax credit at the end of the year in 
respect of property acquired, or an expenditure made, 
in a subsequent taxation year and after April 19, 
1983, to the extent that the investment tax credit was 
not deductible under this subsection in the taxation 
year in which the property was acquired, or the ex- 
penditure was made, as the case may be, and 


(ii) the amount, if any, by which the tax otherwise 
payable by him under this Part for the year exceeds 
the aggregate of the amounts, if any, determined 
under paragraphs (a) and (b). 


Subsec. 127(5) substituted by 1984, c. 1, subsec. 72(2). Subsec. 
127(5) formerly read: 


(5) Investment tax credit— There may be deducted from 
the tax otherwise payable by a taxpayer under this Part for a 
taxation year an amount not exceeding the lesser of 


(a) his investment tax credit at the end of the year, and 
(b) the aggregate of | 

(i) $15,000, and 

(ii) '/ the amount, if any, by which the tax otherwise 


payable by him under this Part for ne year exceeds 
$15,000. 


Subsec. 127(5) added by 1974-75-76, c. 71, subsec. (wus applicable 
to 1975 et seq. 


Selected Cases [subsec..127(5)]: Lehman Bookbinding Ltd. v. 
MNR, [1995] 2 C.T.C, 129 (FCTD) (Critical element was not 
whether there was manufacturing and processing, but whether activ- 
ity was in respect of goods for sale); Hawboldt Hydraulics 
(Canada) Inc. Estate (Trustee of) v. Canada, [1992] 2 C.T.C. 363 
(FCTD) (Equipment used to manufacture replacement parts was 
used in manufacturing or processing goods for sale); GA Borstad 
Associates Ltd. v. MNR, [1992] 2.C.T.C. 2146,(TCC) (Investment 
tax credit not applicable in respect of salaries payable but not paid 
in taxation year); Tenneco Canada Inc. v. Canada, [1991] 1 C.T.C. 
323 (FCA) (Taxpayer carrying on servicing business denied invest- 
ment tax credits when not manufacturing or processing goods for 
sale in Canada); O’Neill v. The Queen, [1984] C.T.C. 682 (FCTD) 
(Investment tax credit disallowed when equipment not “qualified 
property”). - 
Regulations: 4600-4609. 

Interpretation Bulletins: IT-92R2: Income of contractors; IT- 
151R4: Scientific research and experimental development expendi- 
tures; IT-411R: Meaning of “construction”. 


Information Circulars: 78-4R3: Investment tax credit rates. 


Advance Tax Ruling: ATR-44: Utilization of deductions and 
credits within a related corporate group. 


Application Policies: SR&ED 96-03: Claimants’ entitlements 
and responsibilities; SR&ED 96-05: Penalties under subsec. 
163(2).. 


Forms: T661 — Claim for SR&ED carried on in Canada; T2038 
(Ind.): Investment tax credit (individuals); T2038 (Corp): Invest- 
ment tax credit — corporations. 


(6) Investment tax credit of cooperative cor- 
poration — Where at any particular time in a taxa- 
tion year a taxpayer that is a cooperative corporation 
within the meaning assigned by subsection 136(2) 
has, as required by subsection 135(3), deducted or 
withheld an amount from a payment made by it to 
any person pursuant to an allocation in proportion to 
patronage, the taxpayer may deduct from the amount 
otherwise required by that subsection to be remitted 
to the Receiver General, an amount, not exceeding 
the amount, if any, by which adh 


(a) its investment tax credit at the end of the im- 
mediately preceding taxation year in respect of 
property acquired and expenditures made before 
the end of that preceding taxation year 


exceeds the total of 


(b) the. amount deducted under subsection (5) 
from its tax otherwise payable under this Part for 
the immediately preceding taxation year in fe- 
spect of property acquired and expenditures made 
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before the end of that preceding taxation year, 
and 


(c) the total of all amounts each of which is the 
amount deducted by virtue of this subsection 
from any amount otherwise required to be remit- 
ted by subsection 135(3) in respect of payments 
made by it before the parieubita time. and. in the 
taxation year, 


and the amount, if any, so deducted from the amount 
otherwise required to be remitted by subsection 
135(3) 
(d) shall be deducted in 23 a) mb the taxpayer’s 
investment tax credit at the end.of the taxation 
year, and 


(e) shall be deemed to have been remitted by the 
taxpayer to the Receiver General on account of 
tax under this Part of the person: to whom that 
payment was made. | 
Related Provisions: 12(1)(02. Inclusion in income of ITCs; 
13(7.1) —Deemed capital cost; 13(21)“undepreciated capital 
cost” — Reduction in u.c.c. to reflect ITCs; 53(2)(k)(ii) — Deduc- 
tion from adjusted cost base of property to reflect ITCs; 66.1(6)‘cu- 
mulative Canadian exploration expense” L— Reduction in CCEE. 


Pre-RSC History: Paras. 127(6)(a), (b) amended to add to each 
the words: “in respect of property acquired and expenditures made 
before the end of that preceding taxation year”; para. 127(6)(d) 
amended to substitute “shall be deducted” for “is the amount re- 
quired to. be deducted” by 1985, c. 45, subsecs. 72(2)—-(4), applica- 
ble to 1985 et seg. 

“Receiver General” substituted for “Receiver General of Canada” 
by 1980-81-82-83, c. 48, s. 115. 


Subsec. 127(6) added by 1974-75-76, c. 71, subsec. 9(1), applicable 
to 1975 et seq. 

interpretation Bulletins: IT-362R: Patronage dividends. 
Forms: T2038 (Corp): Investment. tax credit — corporations; 


T2038A: Business investment tax credit (prior to November. 17, 
1978). 


(7) Investment tax credit of testamentary 
trust — Where, in a particular taxation year of a 
taxpayer who is a beneficiary under a testamentary 
trust or under an inter vivos trust that is deemed to be 
in existence by section 143, an amount is determined 
in respect of the trust under paragraph (a), (a.1), (b) 
or (e.1) of the definition “investment tax credit” in 
subsection (9) for its taxation year that ends in that 
particular taxation year, the trust may, in its return of 
income for its taxation year that ends in that particu- 
lar taxation year, designate the portion of that 
amount that can, having regard to all the circum- 
stances including the terms and conditions of the 
trust, reasonably be considered to be attributable to 
the taxpayer and was not designated by the trust in 
respect of any other beneficiary of the trust, and that 
portion shall be added in computing the investment 
tax credit of the taxpayer at the end of that particular 
taxation year and shall be deducted in computing the 
investment tax credit of the trust at the end of its tax- 
ation year that ends in that particular taxation year. 
Related Provisions: 53(2)(h)(ii) — Reduction in adjusted cost 
base of interest in trust; 127(11.2)— Time of exnenditure and 
acquisition. 


S. 127(7) 


History: Subsec. 127(7) amended by 1996, c. 21, subsec. 30(3), 
applicable to’ taxation years that begin after 1995. Subsec. (7) for- 
merly read: 


(7) Investment tax credit of testamentary trust — Where, 
in a particular taxation year of a taxpayer who is a beneficiary 
under a testamentary trust or under an inter vivos trust that is 
deemed to be in existence by section 143, an amount is deter- 
mined in respect of the trust under paragraph (a), (b) or (e.1) 
of the definition. “investment tax. credit” in subsection (9) for 
its taxation year ending in that particular taxation year, the 
trust may, in its return of income under this Part for its taxa- 
tion. year ending in that particular taxation year, designate 
such portion of that amount as may, having regard to all the 
circumstances including the terms and conditions of the trust, 
reasonably be considered to be attributable to the taxpayer 
and-was not designated by the trust in respect of any other 
beneficiary of:that trust, and that portion shall be added in 
computing the investment tax credit of the taxpayer at the end 
of.that particular taxation year,and shall be deducted in com- 
puting the investment tax credit of the trust at the end of its 
taxation year ending in that particular taxation year. 


Pre-RSC History: Subsec. 127(7) amended to substitute “under a 
testamentary trust or under an inter vivos trust that is deemed to be 
in existence: by section 143,” for “under a trust,” by 1986, c..55, 
subsec. 48(1), applicable to designations of amounts determined in 
respect of a trust in respect of property acquired and expenditures 
made by the trust after 11:00 a.m., EDST, October 3, 1986, other 
than designations of amounts determined in respect of property ac- 
quired; and expenditures made, by an infer-vivos trust after that time 
and before 1987 where 


(a) the trust was obliged to acquire the property. or make. the 
expenditure pursuant to an agreement in writing entered into by 
the trust before that time, 


(b) the beneficiary of the trust, in respect of whom the designa- 
tion is made, was a beneficiary of. the trust before that time or 
became a beneficiary of the irust after that time and before 1987 
pursuant to an obligation to do so contained in an agreement in 
writing entered into by the beneficiary before that time, and 


(c) neither of the agreements referred to in paragraph (a) or (b) 
was subject to a condition, 


except that the benefit of any designation of an amount determined 
in respect of property acquired or expenditures made by an inter- 
vivos trust after that time shall be taken into account only for the 
purpose of Part I in respect of the beneficiary and not of any other 
person and shall not be taken into account for the purposes of para- 
graph 87(2)(qq). 


Subsec. 127(7) amended by 1986, c.6, subsec. 71(1), to add refer- 
ence to para. (e.1), applicable with respect to property acquired and 
expenditures made after May 23, 1985, other than property acquired 
and expenditures made after that date under the terms of an agree- 
ment in writing entered into on or before that date. 


Subsec. 127(7) amended by 1985, c, 45, subsec. 72(5), to substitute 
“paragraph (a) or (b) of the definition “investment tax credit” in 
subsection (9)” for “paragraph (9)(a), (a.1), (a.2), (c) or (d.1)”, 
“ending in that particular taxation year, the trust may” for “ending 
in that particular year, the trust may”, ‘shall be added in computing” 
for “is the amount naquuinos to be added in computing”, and “shall be 
deducted in computing” for “is the amount required to. be deducted 
in computing”, applicable to 1985 et seq. 


Subsec. 127(7) substituted by 1980-81-82-83, c. 140, subsec. 89(1), 
applicable with respect to property acquired after October 28, 1980 
to add a reference to “or (d.1)” and “under this Part.” 


Subsec. 127(7) substituted by 1977-78, c. 1, subsec. 61(2), applica- 
ble to 1977 et seqg., to add “(a.1), (a.2)”. 


Subsec. 127(7) added by 1974-75-76, c. 71, subsec. 9(1), applicable 
to 1975 et seq. 
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Forms: T2038 (Ind): Investment tax credit (individuals) for 1984 et 
seq.; T2038 (Corp): Investment tax credit — corporations. 


(8) Investment tax credit of partnership — 
Where, in a particular taxation year of a taxpayer 
who is a member of a partnership, an amount would 
be determined in respect of the partnership, for its 
taxation year that ends in the particular year, under 
paragraph (a), (a.1), (b) or (e.1) of the definition “‘in- 
vestment tax credit” in subsection (9), if 


(a) except for the purpose of subsection (13), the 
partnership were a person and its fiscal period 
were its taxation year, and 


(b) in the case of a taxpayer who is.a specified 
member of the partnership in the taxation year of 
the partnership, that definition were read without 
reference to paragraph (a.1) thereof, and para- 
graph (e.1) of that definition were read without 
reference to subparagraphs (ii) to (iv) thereof, 


the portion of that.amount. that can reasonably be 
considered to be the taxpayer’s share thereof shall be 
added in computing the investment tax credit of the 
taxpayer at the end of the particular year. 


Related Provisions: 53(2)(c)(vi) — Reduction in adjusted cost 
base of partnership interest; 96(2.1)-(2.4) — Limited partnerships; 
127(8.1) —ITC of limited partner; 127(8.3) —ITC not allocated to 
limited partners; 127(8.4) — Election — renunciation of allocated 
credits; 127(11.2) — Time of expenditure and acquisition; 
127(23) — Taxation year of partnership for rules governing alloca- 
tion of assistance. 


History: Subsec. 127(8) amended by 1996, c, 21, subsec. 30(5), 
applicable to taxation ee that begin after 1995. Subsec. (8) for- 
merly read: 


(8) Investment tax credit of partnership — Where, in a 
particular taxation year of a taxpayer who is a member of a 
partnership, an amount would, if the partnership were a per- 
son and its fiscal period were its taxation year, be determined 
in respect of the partnership, for its taxation. year ending in 
that particular taxation year, under paragraph (a), (b) or (e.1) 
of the definition “investment tax credit” in subsection (9), if 


(a) paragraph (a) of that definition were read without ref- 
erence to subparagraph (a)(iii) thereof, and 


(b) in the case of a taxpayer who is a specified member 
of the partnership in the taxation year of the partnership, 


(1) paragraph (a) of that definition were read without 
reference to subparagraph (a)(ii) thereof, and 


(ii) paragraph (e.1) of that definition were read with- 
out reference to the words “the amount of an expen- 
diture made by the taxpayer under paragraph 


(11.1)(c)”, 


the portion of that amount that may reasonably be considered 
to be the taxpayer’s share thereof shall be added in computing 
the investment tax credit of the taxpayer at the end of that 
particular taxation year. 


Subpara. 127(8)(b)(ii) amended by 1996, c. 21, subsec. 30(4), appli- 
cable to taxation years that end after December 2, 1992 and begin 
before 1996. Subpara. (b){ii) formerly read: 


(11) paragraph (e.1) of that definition were read without refer- 
ence to the words “or that reduced the amount of an expendi- 
ture made by the taxpayer under paragraph (11.1)(c)’, 


Pre-RSC History: Subsec. 127(8) substituted by 1988, c.. 55, 
subsec. 106(2), applicable in respect of expenditures made after De- 
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cember 15, 1987 except that, where a taxpayer acquired a partner- 


ship interest before December 16, 1987, or after December 15, 1987 


(a) pursuant to an obligation in writing entered into before De- 
cember 16, 1987, . 


(b) and before June 1988 pursuant to the terms of a prospectus, 
preliminary prospectus, registration statement or offering mem- 
orandum filed before December 16, 1987 with a public author- 
ity in Canada pursuant to and in accordance with the securities 
legislation of any province, or 


(c) and before June 1988 as part of.an offering of securities 
where 


(i) the offering was made pursuant to the terms of an offer- 
ing memorandum that contained a complete or substantially 
complete description of the securities contemplated in the 
offering as well as the terms and conditions of the ge 
of the securities, 


(ii) the offering memorandum was distributed before De- 
cember 16, 1987, 


(iii) solicitations in respect of the sale of the securities con- 
templated by the offering memorandum were made before 
December 16, 1987, and 


(iv) the sale of the securities was substantially in accor- 
dance with the offering memorandum, 


subsec. 127(8) shall not apply in respect of the taxpayer to expendi- 
tures made by the partnership after December 15, 1987 and before 
1989 pursuant to 


(d) an obligation in writing entered into by the partnership: 
before December 16, 1987, 


(e) the terms of a prospectus, preliminary prospectus, registra- 
tion statement or offering memorandum filed before December 
16, 1987 with a public authority in Canada pursuant to and in 
accordance with the securities legislation of any province, or 


(f) the terms of an offering memorandum described in para- 
graph (c) and pursuant to which securities were distributed. 


Subsec. 127(8) formerly read: 


(8) Investment tax credit of partnership — Where, in a 
particular taxation year of a taxpayer who is a member of a 
partnership, an amount would, if the partnership were a per- 
son and its fiscal period were its taxation year, be determined 
in respect of the partnership under paragraph (a), (b) or (e.1) 
of the definition “investment tax credit” in subsection (9), if 
paragraph (a) of that definition were read without reference to 
subparagraph (iii) thereof, for its taxation year ending in that 
particular taxation year, the portion of that amount that may 
reasonably be considered to be the taxpayer’s. share thereof 
shall be added in computing the investment tax credit of the 
taxpayer at the end of that particular taxation year. . 


Subsec. 127(8) amended by 1986, c. 55, subsec. 48(2), to substitute 
“in subsection (9), if paragraph (a) of that definition were read with- 
out reference to subparagraph (iii) thereof,” for “in subsection (9)”, 
applicable with respect to expenditures made after November 30, 

1985. 


Subsec. 127(8) amended by 1986, c. 6, subsec. 71(1), to add refer- 
ence to para. (e.1), applicable with respect to property acquired and. 
expenditures made after May 23, 1985, other than property. acquired 
and expenditures made after that date under the terms of an agree- 
ment in writing entered into on or before that date. 


Subsec, 127(8) substituted by 1985, c. 45, subsec. 72(5), applicable 
to 1985 et seg. Subsec. 127(8) formerly read: 


(8) Investment tax credit of partnership — Where in a par- 
ticular taxation year of a taxpayer who is a member of a part- 
nership, an amount would, if the partnership were a taxpayer, 
be determined in respect of the partnership under paragraph 
(9)(a), (a.1), (a.2), (c) or (d.1) for its taxation year ending in. 
that particular taxation year, the portion of that amount that 
may reasonably be considered to be the taxpayer’s share 
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thereof is the amount required to be added in computing the 
investment tax credit of the taxpayer at the end of that partic- 
_ular taxation year. 
Subsec. 127(8) substituted by 1980-8 1-82-83, c. 140, subsec. 89(1), 
applicable with respect to property acquired after October 28, 1980, 
to add as reference to “(d.1)”. 
Subsec..127(8) substituted by 1977-78, c. 1, subsec. 61(2), applica- 
ble to 1977 et 'seq., to add “(a.1), (a.2)”. 
Subsec. 127(8) added by 1974-75-76, c. 71, subsec. 9(1), applicable 
to 1975 et seq. 


Forms: T2038 (Ind); Investment tax credit (individuals) for 1984 et 
seq.; T2038 (Corp): Investment tax credit — corporations. 


(8.1) Investment tax credit of limited -part- 
ner — Where a taxpayer is a limited partner of a 
partnership at the end of the partnership’s taxation 
year, the amount referred to under subsection (8) as 
the amount which can reasonably be considered to 
be the taxpayer’s share of the amounts that would be 
determined under paragraph (a), (a.1), (b) or (e.1) of 
the definition “investment tax credit” in subsection 
(9) in respect of the partnership for the year shall not 
exceed the lesser of 


(a) such portion of the amount thereof so deter- 
mined without reference to this subsection, as is 
considered to have arisen by virtue of the expen- 
diture by the partnership of an amount equal to 
the taxpayer’s' expenditure base (as determined 
under. subsection (8.2)).in respect of the partner- 
ship at the end of the year, and 


(b) the taxpayer’s at-risk amount in respect of the 
partnership at the end of the year. 
Related Provisions: 96(2.2) — At-risk amount; 96(2.4) — Lim- 
ited partner; 127(8.2) —- Expenditure base; 127(8.5) — “At-risk 
amount’, “limited partner”. 
History: The opening words of subsec. 127(8.1) amended by 1996, 


c. 21, subsec, 30(6), applicable to taxation years that begin after 
1995. The opening words formerly read: 


(8.1) Investment tax credit of limited partner — Where a 
taxpayer.is a limited partner of a partnership at the end of the 
partnership’s taxation year, the amount referred to under sub- 
section (8) as the amount which may reasonably be consid- 
ered to be the taxpayer’s share of the amounts that would be 
determined under paragraph (a), (b) or (e.1)-of the definition 
“investment tax credit” in subsection (9), if paragraph (a) of 
that definition were read without reference to subparagraph 
(a)(iii) thereof, in respect of the partnership for the year shall 
not exceed the lesser of 

Pre-RSC History: Subsec. 127(8.1) added by 1986, c. 55, subsec. 

48(3), applicable after February 25, 1986. 


(8.2) Expenditure base — For the purposes. of 
subsection (8.1), a taxpayer’s expenditure base in re- 
spect of a partnership at the end of a taxation year of 
the partnership is the lesser of 


(a) the amount, if any, by which the total of 


(i) the taxpayer’s at-risk amount in respect of 
the partnership. at the time the taxpayer last 
became a limited partner of the partnership, 


(ii) all amounts described in subparagraph 
53(1)(e)Gv). contributed by the taxpayer after 
the time the taxpayer last became. a limited 


S. 127(8.2) 


partner of the partnership and before the end 
of the year that may reasonably be considered 
to have increased the taxpayer’s at-risk 
amount in respect of the partnership at the end 
of the taxation year in which the contribution 
was made, and . 


(iii) the amount, if any, by wahiioli 
(A) the total of all amounts each of which 
is the taxpayer’s share of any income of 
the partnership as determined under _para- 


graph 96(1)(f) for the year, or a preceding 
year ending after the time the taxpayer last 


became a limited partner of the 
partnership, , 
exceeds 


(B) the total of all amounts each of which 
is the taxpayer’s share of any loss of the 
partnership as determined under paragraph 
96(1)(g) for one of those years 


exceeds the total of 


(iv) all amounts received by the taxpayer after 
the time the taxpayer last became a limited 
partner of the partnership and before the end 
of the year as, on account or in lieu of pay- 
ment of, or in satisfaction of, a distribution of 
the taxpayer’s share of partnership profits or 
partnership capital, and 


(v) the total of all amounts each of which is 
the amount of an expenditure of the partner- 
ship referred to in paragraph (8.1)(a) in re- 
spect of the taxpayer for a. preceding year, and 


(b) that proportion of the lesser of 


(1) the total of all amounts each of which is, if 
the partnership were a person and its fiscal pe- 
riod were its taxation year, 


(A) an amount a specified percentage of 
which would be determined in respect of 
the partnership under paragraph (a), (b) or 
(e.1) of. the definition “investment tax 
credit” in subsection (9) for the year, or 


(B) the amount that would be the SR&ED 
qualified expenditure pool of the partner- 
ship at the end of the year, and 


(i) the total of all amounts each of which is 
the amount determined under paragraph (a) in 
respect of each of the limited partners of the 
partnership at the end of the year 


that 


(iii) the amount determined in respect of the 
taxpayer under paragraph (a) for the year 

is of 
(iv) the amount determined under subpara- 
graph (ii). 


Related Provisions: 96(2.2) — At-risk amount; 96(2.4) 
ited partner; 127(8.5) — “At-risk amount’, “limited partner”. 


Lim- 
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History: Subpara.: 127(8.2)(b)(i) amended by 1996, ¢.°21, subsec. 
30(7), applicable to taxation years that begin after 1995. Subpara. 
(b)(4). formerly. read: 


(i) the total of all amounts each of which is an amount a spec- 
ified percentage of which would, if the partnership were a 
person and its fiscal period were its taxation year, be deter- 
mined in respect of the partnership under paragraph (a), (b) or 
(e.1) of the definition “‘investment tax credit” in subsection 
(9), if paragraph (a) of that definition were read without refer- 
ence to subparagraph (a)(iii) thereof, for the taxation year, 
and 


Pre-RSC History: Subsec. 127(8.2) added by 1986, c. 55, subsec. 
48(3), applicable after February 25, 1986. 


(8.3) Investment tax credit not allocated to 
limited partners — Where 


(a) the amount that would, if the partnership were 
a person and its fiscal period were its taxation 
year, be determined in respect of the partnership 
under paragraph (a), (a.1), (b) or (e.1) of the defi- 
nition “investment tax credit” in subsection (9) 
for a taxation year 


exceeds 


(b) the total of all amounts each of which is the 
amount determined, under subsections (8) and 
(8.1), to be the share thereof of a limited partner 
of the partnership, 


such portion of the excess as is reasonable in the cir- 
cumstances (having regard to the investment in the 
partnership, including debt obligations of the part- 
nership, of each of those members of the partnership 
who was a member of the partnership throughout the 
fiscal period of the partnership and who was not a 
limited partner of the partnership during the fiscal 
period of the partnership) shall, for the purposes of 
subsection (8), be considered to be the amount that 
may reasonably be considered to. be that member’s 
share of the amount described in paragraph (a). 

Related Provisions: 96(2.2) — At-risk amount; 96(2.4) — Lim- 


ited partner; 127(8) — Election — renunciation of allocated credits; 
127(8.5) — “At-risk amount’, “limited partner’. 


History: Para. 127(8.3)(a) amended by 1996, c. 21, subsec. 30(8), 
applicable to taxation years that begin after 1995. Para. (a) formerly 
read: 


(a) the amount that would, if the partnership were a person 
and its fiscal period were its taxation year, be determined in 
respect of the partnership under paragraph (a), (b) or (e.1) of 
the definition “investment tax credit” in subsection (9), if par- 
agraph (a) of that definition were read without reference to 
subparagraph (a)(iii) thereof, for a taxation year 


Pre-RSC History: Subsec. 127(8.3) added by 1986, c. 55, subsec. 
48(3), applicable after February 25, 1986. 


(8.4) Idem — Notwithstanding subsection (8), 
where, pursuant to subsections (8) and (8.3) an 
amount would, but for this subsection, be required to 
be added in computing the investment tax credit of a 
taxpayer for a taxation year, where the taxpayer so 
elects in prescribed form and manner in the tax- 
payer’s return of income (other than a return of in- 
come filed under subsection 70(2) or. 104(23), para- 
graph 128(2)(e) or subsection 150(4)) under this Part 
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for the year, such portion of the amount as is elected 
by the taxpayer shall, for the purposes of this sec- 
tion, be deemed not to have been required by subsec- 
tion (8) to have been added in computing the tax- 
payer’s investment tax credit at the end of the year. 


Related Provisions: 96(2.2) — At-risk amount; 96(2.4) — Lim- 
ited partner; 127(8.5) — “At-risk amount”, “limited partner’. _ 


Pre-RSC History: Subsec. 127(8.4) added by 1986, c. 55, subsec. 
48(3), applicable after February 25, 1986. 


Forms: T932: Election by a member of a partnership to renounce 
investment tax credits pursuant to subsection 127(8.4). 


(8.5) Definitions — In subsections (8.1) to (8.4), 
the words “at-risk amount” of a taxpayer and “‘lim- 
ited partner’ of a partnership have the meanings as- 
signed to those words by subsections 96(2.2) and 
(2.4), respectively. 


Pre-RSC History: Subsec. 127(8.5) added by 1986, c. 55, subsec. 
48(3), applicable after February 25, 1986. 


(9) Idem — In this section, 


Pre-RSC History: The opening words also referred to s. 127.1. 
See now subsec. 127.1(2.1). 


That portion of subsec. 127(9) preceding the. first definition 
amended to add “and section 127.1” by 1986, c. 55, subsec. 48(4), 
applicable after May 23, 1985. 


“annual investment tax credit limit” — [Repealed] 


History: The definition “annual investment tax credit limit” in sub- 
sec. 127(9) repealed by 1994, c. 8, subsec. 15(2), applicable to taxa- 
tion years that begin after 1993. The definition formerly read: 


“annual investment tax credit limit” of a taxpayer for a taxa- 
tion year means 


(a) in the case of a corporation, the total of 


(i) */4 of the corporation’s tax otherwise payable 
under this Part for the year, and 


(ii) where the corporation is a Canadian-controlled 
private corporation throughout the year, 3% of the 
least of the amounts determined under paragraphs 
125(1)(a) to (c) in respect of the corporation for the 
year, and 


(b) in any other case, the total of 
(i) $24,000, and 


(11) */4 of the amount, if any, by which the taxpayer’s 
tax otherwise payable under this Part for the year ex- 
ceeds $24,000; 


Pre-RSC History: The definition “annual investment tax credit” 
added by 1988, c. 55, subsec. 106(14), applicable to 1988 et seq., 
except that We 


(a) in the case of any’such taxation year commencing before 
1988, the annual investment tax credit limit of a taxpayer shall 
be the aggregate of 


(i) that proportion of the amount of the taxpayer’s tax oth- 
erwise payable, as defined in subsec. 127(17), for the year 
that the number of days in the year that are before 1988 is 
of the number of days in the year, and 


(ii) that proportion of the amount that would be the tax- 
payer’s annual investment tax credit limit for the year pur- 
suant to the definition “annual investment tax credit limit” 
if that definition were applicable for the year, that the num- 
ber of days in the year that are after 1987 is of the number 
of days in the year, and 
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(b) in the case of any such taxation year commencing before 
July, 1988, subpara. (a)(ii) of the definition “annual investment 
tax credit limit” in subsec. 127(9) shall be read as follows: 


(ii) where the corporation is a Canadian-controlled pri- 
vate corporation throughout the year, '/s of the amount, if 
any, by which 


(A) the aggregate of 


(I) that proportion of 15% of the least of the 
amounts determined under paragraphs 125(1)(a) 
to (c) in respect of the corporation for, the year 
that the number of days in the year that are 
before July, 1987 is of the number of days in the 
year, ; 


(II) that proportion of 14% of the least of the 
amounts determined under paragraphs 125(1)(a) 
to (c) in respect of the corporation for the year 

_ that the number of days in the year that are after 
June, 1987 and before July, 1988 is of the num- 
ber of days in the year, and 


(II) that proportion of 12% of the least of the 
amounts determined under paragraphs 125(1)(a) 
to (c) in respect of the corporation for the year 
that the number of days in the year that are after 
June, 1988 is of the number of days in the year 


exceeds the aggregate of 


(B) in the case of any such taxation year ending 
before July, 1988, the amount, if any, determined 
under paragraph 125.1(1)(b).in respect of the corpo- 
ration for the year, 


(C) in the case of any such taxation year commenc- 
ing before July, 1988 and ending after June, 1988, 
the amount, if any, determined under paragraph 
125.1(1)(f), as set out in subsection 103(3) of An Act 
to amend the Income Tax Act, the Canada Pension 
Plan, the Unemployment Insurance Act, 1971, the 
Federal-Provincial Fiscal Arrangements and Fed- 
eral Post-Secondary Education and Health Contri- 
butions Act, 1977 and Certain Related Acts, enacted 
in 1988, in respect of the corporation for the year, 
and 


(D) the amount, if any, determined in respect of the 
corporation for the taxation year under subsection 
46(3) of An Act to amend the Income Tax Act and a 
related Act, being chapter 55 of the Statutes of Can- 
ada, 1986, as enacted by section 201 of An Act to 
amend the Income Tax Act, the Canada Pension 
Plan, the Unemployment Insurance Act, 1971, the 
Federal-Provincial Fiscal Arrangements and Fed- 
eral Post-Secondary Education and Health Contri- 
butions Act, 1977 and Certain Related Acts, enacted 
in 1988, and 


“approved project” means a project with a total 
capital cost of depreciable property, determined 
without reference to subsection 13(7.1) or (7.4), of 
not less than $25,000 that has, on application in writ- 
ing before July, 1988, been approved by such mem- 
ber of the Queen’s Privy Council for Canada as is 
designated by the Governor in Council for the pur- 
poses of this definition in relation to projects in the 
appropriate province or region of a province; 

Pre-RSC History: “Approved project” in subsec. 127(9) amended 
by 1990, c. 1, subsec. 29(1), to substitute “such member of the 
Queen’s Privy Council for Canada as is designated by the Governor 
in Council for the purposes of this definition in relation to projects 
in the appropriate province or region of a province? for “the Minis- 
ter of Regional Industrial Expansion”, in force February 23, 1990. 
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“Approved project” ‘in subsec. 127(9) amended to substitute 
“$25,000”: for “$50,000” by 1986, c. 55, subsec: 48(5), applicable 
with respect to projects approved after February 25, 1986. (For ear- 
lier history, see end of subsec. 127(9).) 


“approved project property’ — [Repealed] 


‘History: The definition “approved project property” in subsec. 


127(9) repealed by 1996, c. 21, subsec. 30(9), applicable to taxation 
years that begin after 1995. It formerly read: 


“approved project property” of a taxpayer means property 
that is certified by the member of the Queen’s Privy Council 
for Canada appointed to be the Minister for the purposes of 
the Atlantic Canada Opportunities Agency Act to be property 
that has not been used, or acquired for use or lease, for any 
purpose whatever before it was acquired by the amnare and 
to be 


(a) a prescribed building, to the extent that it is acquired 
by the taxpayer after May 23, 1985 and before 1993, or 


(b) prescribed machinery and equipment acquired by the 
taxpayer after May 23, 1985 and before 1993, 


that has been acquired pursuant to a plan by the taxpayer to 
use the property in Cape. Breton primarily for an approved 
purpose in an approved project or, in the case of a prescribed 
building, to be leased by. the taxpayer to a lessee (other than a 
person exempt from tax under this Part by virtue of section 

149) who can reasonably be expected to use the building pur- 
suant to a plan to use it in Cape Breton primarily for an ap- 
proved purpose in an approved project, or 


(c) part of a prescribed building to the extent that the part 
is acquired by the Seer after May 23, 1985 and 
before 1993 to be 


(i) used by the taxpayer, or 


(ii) leased by the taxpayer to a lessee (other than a 
person exempt from tax under this Part by virtue of 
section 149} who can reasonably be expected to use 
that part 


pursuant to a plan to use that part in Cape Breton prima- 
rily for an approved purpose in an approved project, or 


(d) where the taxpayer is a leasing corporation, pre- 
scribed machinery and equipment acquired by the tax- 
payer after May 23, 1985 and before 1993, to be leased 
by the taxpayer in the ordinary course of carrying on a 
business in Canada to a lessee (other than a person ex- 
empt from tax under this Part by virtue of section 149) 
who can reasonably be. expected to use the property in 
Cape Breton primarily for an approved purpose in an ap- 
proved project, but this paragraph only applies if the first 
lessee of the property commenced use of the property af- 
ter May 23, 1985, 


and for the purposes of this definition, 
(e) “for an approved purpose” means for the purpose of 


(i) any of the activities described in subparagraphs 
(c)(i) to (ix), (xi) and (xii) of the definition “qualified 
property” in this subsection, 


(11) farming, or 
(iii) a prescribed activity, and 


(f) “leasing corporation” means a corporation the princi- 
pal business of which is leasing property, manufacturing 
property that it sells or leases, the lending of money, the 
purchasing of conditional sales contracts, accounts re- 
ceivable, bills of sale, chattel mortgages, bills of ex- 
change or other obligations representing part or all of the 
sale price of merchandise or services, or selling or servic- 
ing a type of property that it also leases, or any combina- 
tion thereof; 
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Pre-RSC History: That portion of “approved project. property” 
preceding para. (a) in subsec. 127(9) amended by 1990, c. 1, subsec. 
29(2), to substitute “the member of the Queen’s Privy Council for 
Canada appointed to be the Minister for the purposes of the Atlantic 
Canada Opportunities Agency Act” for “the Minister of Regional 
Industrial Expansion’, in force February 23, 1990. 


That portion of the definition “approved project property” preceding 
para. (a) in subsec. 127(9) amended to substitute “and to be” for 
“and that is” by 1986, c. 55, subsec. 48(6), applicable after May. 23, 
1985. (For earlier history, see end of subsec. 127(9).) 


Regulations: 4604(1) (prescribed building); 4604(2) (prescribed 
machinery and equipment); 4605 (prescribed activity). 


“Cape Breton”? means Cape Breton Island and that 
portion. of the Province of Nova Scotia within the 
following described boundary: 


beginning at a point on the southwesterly shore 
of Chedabucto Bay near Red Head, said point 
being S70 degrees E (Nova Scotia grid merid- 
ian) from Geodetic Station Sand, thence in a 
southwesterly direction to a point on the north- 
westerly boundary of highway 344, said point 
being southwesterly 240' from the intersection 
of King Brook with said highway boundary, 
thence northwesterly to Crown post 6678, 
thence continuing northwesterly to ‘Crown post 
6679, thence continuing northwesterly to 
Crown post 6680, thence continuing northwest- 
erly to Crown post 6681, thence continuing 
northwesterly to Crown post 6632, thence con- 
tinuing northwesterly to Crown post 6602, 
thence northerly to Crown post 8575; thence 
northerly to Crown post 6599, thence continu- 
ing northerly to Crown post 6600, thence north- 
westerly to the southwest angle of the Town of 
Mulgrave, thence along the westerly boundary 
of the Town of Mulgrave and a prolongation 
thereof northerly to the Antigonish-Guys- 
borough county line, thence along said county 
line northeasterly to the southwesterly shore of 
the Strait of Canso, thence following the south- 
westerly shore of the Strait of Canso and the 
northwesterly shore of Chedabucto Bay south- 
easterly to the place of beginning; 


“certified property” of a taxpayer means any prop- 
erty (other than an approved project property) de- 
scribed in paragraph (a) or (b) of the definition 
“qualified property” in this subsection 
(a) that was acquired by the taxpayer 
(1) after October 28, 1980 and 
(A) before 1987, or 
(B) before 1988 where the property is 


(I) a building under construction before 
1987, or 


(II) machinery and equipment ordered 
in writing by the taxpayer before 1987, 


(11) after 1986 and before 1989, other than a 
property included in subparagraph (1), 
(iii) after 1988 and before 1995, 
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(iv) after 1994 and before 1996 where 


(A) the property is acquired by the tax- 
payer for use in a project that was substan- 
tially advanced by or on behalf of the tax- 
payer, as evidenced in writing, before 
February 22, 1994, and | 


_(B) construction of the project by or on be- 
half of the taxpayer begins before 1995, or 


(v) after 1994 where the property 


(A) is acquired by the taxpayer under a 
written agreement of purchase and sale en- 
tered into by the taxpayer before February 
22, 1994, 


(B) was under construction by or on behalf 
of the taxpayer on February 22, 1994, or 


(C) is machinery or equipment that will be 
a fixed and integral part of property under 
construction by or on behalf of the tax- 
payer on February 22, 1994, 


and that has not been used, or acquired for use or 
lease, for any purpose whatever before it was ac- 
quired by the taxpayer, and 


(b) that is part of a facility as defined for the pur- 
poses of the Regional Development Incentives 
Act, chapter R-3 of the Revised Statutes of Can- 
ada, 1970, and was acquired primarily for use by 
the taxpayer in a prescribed area; 
History: Subpara. (a)(iii) of the definition “certified property” in 
subsec. 127(9) amended and subparas. (iv) and (v) added by 1995, 
c..3, subsec. 37(1), applicable to property acquired and expenditures 
incurred after 1994. Subpara. (a)(iii) formerly. read: 
(iii) after 1988, | 


Pre-RSC History: Subpara. (a)(ii) of the definition “certified 
property” in subsec. 127(9) amended to substitute “after 1986 and 
before 1989” for “after 1986”, and subpara. (a)(iii) added, by 1988, 
c. 55, subsec. 106(3), applicable to 1988 et seq. 


Para. (a) of the definition “certified property” substituted by 1986, 
c. 55, subsec. 48(7), applicable after February 25, 1986. Para. (a) 
formerly read: 


(a) that was acquired by the taxpayer after October 28, 1980 
and 


(i) betore 1987, or 
(11) before 1988 where the property is 
(A) a building under construction before 1987, or 
(B) machinery and equipment ordered in writing by 
the taxpayer before 1987 Tae es 


and-has not been used, or acquired for use or lease, for any 
purpose whatever before it was acquired by.him, and 


(For earlier history, see end of subsec. 127(9).) 


Selected Cases [subsec. 127(9)“certified property’]: 
Newfoundland Tractor and Equipment Co. y. Canada, [1996] 2 
C.T.C. 2250 (TCC) (“Use” does not include leasing); Fibreco Pulp 
Inc. v. Canada, [1994] 2 C.T.C. 114 (FCTD) (Chemi-thermo- 
mechanical pulp mill was certified property). 


Regulations: 4602 (prescribed area). 
“contract payment” means 


(a) an amount paid or payable to a taxpayer, by a 
taxable supplier in respect of the amount, for sci- 
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entific. research and experimental development to 
the extent that it is performed 


(i) for or on behalf of a person or partnership 
entitled to a deduction in respect of the 
amount because of subparagraph 37(1)(a)(i) 
or (i.1), and 


(ii) at a time when the taxpayer is dealing at 
arm’s length with the person or partnership, or 


(b) an amount, other than a prescribed amount, 
payable by a Canadian government or municipal- 
ity or other Canadian public authority or by a per- 
son exempt, because of section 149, from tax 
under this Part on all or part of the person’s taxa- 
ble income for scientific research and experimen- 
tal development to be performed for it or on its 
behalf; 


Related Provisions: 127(11.1)(c) — Reduction in qualifying ex- 
penditure for amounts paid as contract payments; 127(18)—(22) — 
Reduction of qualified expenditures to reflect contract payment; 
127(25) — Anti-avoidance — deemed contract payment. 


History: Para. (a) of the definition “contract payment” in subsec. 
127(9) amended by 1996, c. 21, subsec. 30(11), applicable to taxa- 
tion years that begin after 1995. Para. (a) formerly read: 


(a) an amount payable for scientific research and experimen- 
tal. development to the extent that it can reasonably be consid- 
ered to, have been performed for, or on behalf of, a person 
entitled to a deduction in respect of the amount because of 
subparagraph 37(1)(a)(@) or clause 37(1)(a)(ii)(D), or 
1998, c. 19, s. 306, will amend subsec. 30(26) of the Income Tax 
Act Budget Amendment Act (S.C. 1996, c..21) (Bill C-36) to read as 
follows, and add subsec. (26:1), deemed to have come into force on 
June 20, 1996: 
(26) Subject to subsection (26.1), subsections (1) to (3) and 
(5) to (23), subsections 127(11.4) and (11.5) of the Act, as 
enacted by subsection (24), and subsections 127(13) to (25) 
of the Act, as enacted by subsection (25), apply to taxation 
years that begin after 1995. [This is unchanged except for 
“subject to subsection (26.1)” — ed.] 


(26.1) Where, because of the application of subsection (26), 
an amount paid or payable by a person or partnership to a 
taxpayer with whom the person or partnership does not deal 
at arm’s length otherwise 


(a) would be a qualified expenditure of the person or 
partnership but would not be a contract payment received 
or receivable by the taxpayer, or 


(b) would not be a qualified expenditure of the person or 
partnership but would be a contract payment received or 
receivable by the taxpayer, 


the amount is deemed not to be a qualified expenditure of the 
person or partnership and not to be a contract payment re- 
ceived or receivable by the taxpayer. 


“Contract payment” in subsec. 127(9) amended by 1994, c. 7, Sch. 
VIII (1993, c. 24), subsec. 68(2), applicable to amounts that become 
payable after December 20, 1991. That definition formerly read: 


“contract payment” means 


(a) an amount payable by a person resident in Canada for 
scientific research and experimental development related 
to the business of that person, 


(b) an amount, other than a prescribed amount, payable 
by a Canadian. government, municipality or other Cana- 
dian public authority or by a person exempt from tax 
under Part I by virtue of section 149 for scientific re- 
search and experimental development to be performed 
for it or on its behalf, or 
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(c) an amount payable by a person not resident in Canada 
if that person is entitled to a deduction under clause 
37(1)(a)Gi)(D) in respect of the amount; 
Pre-RSC History: Para. (c) of “contract payment” in subsec. 
127(9) amended by 1988, c..55, subsec. 106(3.1), to substitute 
“clause 37(1)(a)(ii)(D)” for “subparagraph 37(1)(a)(v)”, applicable 
with respect to expenditures made after December 15, 1987, other 
than expenditures made after that date and before 1989 pursuant to 


(2) an obligation entered into in writing before December 16, 
1987, 


(b) the terms of a prospectus, preliminary prospectus, registra- 
tion statement or offering memorandum filed before December 
16, 1987 with a public authority in Canada pursuant to and in 
accordance with the securities legislation of any province, or 


(c) the terms of an offering memorandum distributed as part of 
an offering of securities where 


(i) the offering memorandum contained a complete or sub- 
stantially complete description of the securities contem- 
plated in the offering as well as the terms and conditions of 
the offering of the securities, 


(11) the offering memorandum was distributed before De- 
cember 16, 1987, 


(iii) solicitations in respect of the sale of the securities con- 
templated by the offering memorandum were made before 
December 16, 1987, and 


(iv) the sale of the securities was substantially in accor- 
dance with the offering memorandum, 


and if, where the expenditure is made after December 15, 1987 
by way of a payment made to an entity described in subpara. 
37(1)(a)(ii), the scientific research and experimental develop- 
ment to be performed pursuant to that payment is so performed 
before 1989. 

Regulations: 4606 (prescribed amount). 

Interpretation Bulletins: IT-151R4: Scientific research and ex- 

perimental development expenditures. 


Application Policies: SR&ED 94-04: Definition of “contract 
payment” in subsec. 127(9).. 


“designated region” — [Repealed under former 
Act] . 
Pre-RSC History: For history see end of subsec. 127(9). 


“eligible taxpayer’’ means 


(a) a corporation other than a non-qualifying 
corporation, 


(b) an individual other than a trust, 


(c) a trust all the beneficiaries of which are eligi- 
ble taxpayers, and 


(d) a partnership all the members of which are el- 
igible taxpayers, 
and, for the purpose of this definition, a beneficiary 
of a trust is a person or partnership that is benefi- 
cially interested in the trust; 
Related Provisions: 248(25)— Meaning of “beneficially 
interested”. 
History: The definition “eligible taxpayer” added to subsec. 127(9) 
by 1994, c. 8, subsec. 15(9), applicable to property acquired after 
December 2, 1992. 


“first term shared-use-equipment” of a taxpayer 
means depreciable property of the taxpayer (other 
than prescribed depreciable property of a taxpayer) 
that is used by the taxpayer, during its operating time 
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in the period (in this subsection’ and’ subsection 
(11.1) referred to as the “first period”) beginning at 
the time the property was acquired by the taxpayer 
and ending at the end of the taxpayer’s first taxation 
year ending at least 12 months after that time, prima- 
rily for the prosecution of scientific research and ex- 
perimental development in Canada, but does not in- 
clude general purpose office equipment or furniture; 
Related Provisions: 88(1)(e.3) closing words — Winding-up — 
parent deemed continuation of subsidiary; 127(11.5)(b) —- Adjust- 
ments to qualified expenditures. 


History: The definition “first term shared-use- payhipmBie added to 
subsec. '127(9). by 1994, c. 8, subsec: 15(9), Ota w to property 
acquired after December 2, 1992. 


Regulations: 2900(9) (prescribed deprésiahle property). 


“Gaspé Peninsula” means that portion of the Gaspé 
region, of the Province of Quebec. that extends to the 
western border of Kamouraska County and. includes 
the Magdalen Islands; 


“government assistance” means assistance from a 
government, municipality or other public authority 
whether as a grant, subsidy, forgivable loan, deduc- 
tion from tax, investment allowance or as any other 
form ‘of assistance other than as a deduction under 
subsection (5) or (6); 

Related Provisions: 248(16)-(18) —GST input tax credits 
deemed to be government assistance. 


“fnvestment tax credit” of a taxpayer at the end of 
a taxation year means the amount, if any, by which 
the total of 


(a) the total of all amounts each of which is the 
specified percentage of the capital cost to the tax- 
payer of certified property or qualified property 
acquired by the taxpayer in the year, 
(a.1) 20% of the taxpayer’s SR&ED qualified ex- 
penditure pool at the end of the year, 


(b) the total of amounts required by subsection 
(7) or (8) to be added in computing the taxpayer’s 
investment tax credit at the end of the year, 


(c) the total of all amounts each of, which is an 
amount determined under paragraph (a), (a.1) or 
(b) in respect of the taxpayer for any of the 10 
taxation years immediately preceding or the 3 
taxation years immediately following the year, 


(d) the total of all amounts each ‘of which is an 
amount required by subsection 119(9) to be ad- 
ded in computing the taxpayer’s investment’ tax 
credit at the end of the year or at the end of any 
of the 10 taxation years per a preceding 
the year, 


(e) the total of all amounts each of which is an 
amount required: by subsection (10.1) to be:added 
in computing the taxpayer’s investment tax credit 
at the end of the year or at the end of any of the 
10 taxation years immediately preceding or the 3 
taxation years immediately following the year, 


(e.1) the total of all amounts each of which is the 
specified percentage of that part ofa repayment 
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made by the taxpayer in the year or in any ‘of the 
10 taxation years immediately preceding or the 3 
taxation years immediately following the year 
that can reasonably be considered tobe a repay- 
ment of government assistance, non-government 
assistance or a contract payment. that reduced 


(i) the capital cost to the taxpayer of a prop- 
erty under paragraph (11.1)(b),.. 


(11) the amount of a qualified. expenditure in- 
curred by the. taxpayer under paragraph 
(11.1)(c). for taxation years.that began, before 
‘(ii) the prescribed proxy amount of the tax- 
‘payer under paragraph (11.1)(f) for taxation 
years ‘that began before 1996, or 

(iv) a qualified expenditure incurred by the 


taxpayer under any of subsections (18) to 
(20), and 


(e.2) the total of all amounts each of which’ is the 
specified percentage of '/4 of that part of a repay- 
ment made by the taxpayer in the year or in any 
of the 10 taxation years immediately preceding or 
the 3 taxation years immediately following the 
year that can reasonably be considered to be ‘a re- 

"payment of government assistance, non-govern- 
ment assistance or a contract payment that 
reduced 


- (i) the amount of a qualified expenditure in- 
curred by the taxpayer under paragraph 
(11.1)(e) for taxation years that beeen before 
1996, or 


(ii) a qualified akponaiehe2 incurred by the 

taxpayer under any of subsections (18) to 
r-iph20)s 
in respect of first term shared-use-equipment or 
second term shared-use-equipment, and, for that 
purpose, a repayment made by the taxpayer in 
any taxation year preceding the first taxation year 
that ends coincidentally with the first period or 
the second period in respect of first term shared- 
use-equipment or second term shared-use-equip- 
ment, respectively, is deemed. to have been in- 
curred by the taxpayer in that first taxation year, 


exceeds the total of 


(f) the total of all amounts each of which is an 
amount deducted under subsection (5) from the 
tax otherwise payable under this Part by the tax- 
payer for a preceding taxation year in respect of 
property acquired, or an expenditure incurred, in 
the year or in any of the 10 taxation years imme- 
diately preceding or the 2 taxation years immedi- 
ately following the year, or in respect of the tax- 
payer’s SR&ED qualified expenditure pool at the 
end of such a year, 


(g) the total of all‘amounts each of Which i is an 
amount required by subsection (6) to be deducted 
in computing the taxpayer’s investment tax credit 


(i) at the end of the year, or 
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(11) [Repealed] 


(iii) at the end of any of the 9 taxation years 
immediately preceding or the 3 taxation years 
immediately following the year, 


(h) the total of all amounts each of which is an 
amount required by subsection (7) to be deducted 
in computing the taxpayer’s investment tax credit 


(i) at the end of the year, or 
(11) [Repealed]. 


(iii) at the end of any of the 10 taxation years 
immediately preceding or the 3 taxation years 
immediately following the year, 


(i) the total of all amounts each of which is an 
amount claimed under subparagraph 192(2)(a)(ii) 
by the taxpayer for the year ora preceding taxa- 
tion year in respect of property acquired, or an 
expenditure made, in the year or the 10 taxation 
years immediately preceding the year, — 


(j) where the taxpayer is a corporation control of 
which has been acquired by a person or group of 
persons at any time before the end of the year, the 
amount determined under subsection (9.1) in re- 
spect of the taxpayer, and 


(k) where the taxpayer is a corporation control of 
which has been acquired by a person or group of 
persons at any time after the end of the year, the 
amount determined under subsection (9.2) in re- 
spect of the taxpayer, 


except that no amount shall be included in the total 
determined under any of paragraphs (a) to (e.2) in 
respect of an outlay, expense or expenditure that 
would, if this Act were read without reference to 
subsections (26) and 78(4), be made or incurred by 
the taxpayer in the course of earning income in a 
particular taxation year, and no amount shall be ad- 
ded under paragraph (b) in computing the taxpayer’s 
investment tax credit at the end of a particular taxa- 
tion year in respect of an outlay, expense or expendi- 
ture made or incurred by a trust or a partnership in 
the course of earning income, if | 


(1) any of the income is exempt income, or 


(m) the taxpayer does not file with the Minister a 
prescribed form containing prescribed informa- 
tion in respect of the amount on or before the day 
that is one year after the taxpayer’s filing-due 
date for the particular year; . 
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Related Provisions: 37(11) — Filing deadline for R&D claims; 
66(10.1)(b) — Joint exploration corporation; 87(2)(qq) — Amalga- 
mations — continuation of corporation; 87(2.11) — Vertical amal- 
gamations,; 88(1)(e.3) — Flow-through of ITC to parent on wind-up 
of corporation; 127(7) — ITC of testamentary trust; 127(8) — ITC 
of partnership; 127(9.1)— Where. control. acquired, before end of 
year; 127(9.2)— Where control acquired after beginning of. year; 
127(10.1) — Addition to ITC for SR&ED done by CCPC; 
127(10.8) — Regeneration of ITCs where entitlement to assistance 
expires; 127(11.1), (11.2) —ITC calculation rules; 127(26) — Ex- 
penditure unpaid within 180 days of end of year; 127.1(2), (2.01) — 
Refundable investment tax credit; 149(10)(c) — Where corporation 
becomes or ceases to be exempt; 248(1)“investment tax credit” — 


‘Definition applies to entire Act; 256(7)-(9) — Whether control ac- 


quired (for paras. (j), (k)). 


History: The portion of the definition “investment tax credit” in 
subsec, 127(9) after para. (k) amended by 1998, c. 19, subsec. 
33(1), applicable to all taxation years except that, if the taxpayer’s 
filing-due date for the year is before June 1996, the taxpayer may 
file the prescribed form referred to in para. (m) before June 1997, 
and, for this purpose, the definition “filing-due date” in: subsec. 
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248(1) applies to all taxation years. The closing words formerly 
read: 


except that no amount shall be included in the total deter- 
mined under any of paragraphs (a) to (e.2) in respect of any 


ending coincidentally with the first period or the second pe- 
riod in respect of first term shared-use-equipment or second 
term shared-use-equipment, respectively, shall be deemed to 
have been made by the taxpayer in that first taxation year, 


qualified expenditure incurred by the taxpayer in the course exceeds the total of 


of earning income from a business, or in respect of any certi- 
fied property or qualified property acquired by the taxpayer 
for use in the course of earning income from a business, if 
any of the income from that business is exempt from tax 
under this Part; 


Paras. (a), (c), that portion between paras. (e) and (g), subparas. 
(g)(iii) and (h)(iii), and the closing words of the definition “invest- 
ment tax credit” in subsec. 127(9) amended, subparas. (g)(ii) and 
(h)(ii) repealed, para. (a.1) added, by 1996, c. 21, subsecs. 30(12) to 
(17), applicable to taxation years that begin after 1995. These por- 
tions of the definition formerly read: 


(a) the total of all amounts each of which is the specified per- 
centage of ~ 


(i) the capital cost to the taxpayer of approved project 
property, certified property, qualified construction equip- 
ment, qualified property, qualified small-business prop- 
erty or qualified transportation equipment acquired by the 
taxpayer in the year, 


(11) a qualified expenditure made by the be ypayer in the | 
year, or 2 


(ili) the taxpayer’s qualified Canadian exploration expen- 
diture for the year, 


(c) the total of all amounts each of which is 


(i) an amount determined under paragraph (a) or (b) in 
respect of the taxpayer for any of the 5 taxation years im- 
mediately preceding the year, where the property was ac- 
quired, or the qualified expenditure was made, before 
April 20, 1983, or ; 


(ii) an amount determined under paragraph (a) or (b) in 
respect of the taxpayer for any of the 10 taxation years 
immediately preceding or the 3 taxation years immedi- . 
ately following the year, where the property was ac- 
quired, or the qualified expenditure was made, after April 
19, 1983 or the qualified Canadian exploration expendi- 
ture was for a taxation year ending after November 30, 


(f) the total of all amounts each of which is an amount de- 
ducted under subsection (5) from the tax otherwise payable 
under this Part by the taxpayer for a preceding taxation year 
in respect of 


(i) property acquired, or an expenditure made, in any of 
the 5 taxation years immediately preceding the year, 
where the property was acquired, or,the-expenditure was 
made, before April 20, 1983, or 


(ii) property acquired, or an expenditure made; in the 
year or in any of the 10 taxation years immediately pre- 
ceding or the 2 taxation years immediately following the 
_year, where the property was aquired, or the areey 
was made, after April 19, 1983, 


‘toe in respect of property acquired, or an expenditure 
made, before April 20, 1983, at the end of any of the 4 taxa- 
tion years immediately preceding the year,,or 


(g)(Qii) in respect of ptoperty acquired, or an expenditure 
made, after April 19, 1983, at the end of any of the 9 taxation 


. years immediately preceding or the 3 taxation years immedi- 


ately following the year, 


(h)(@i) in respect of property acquired, or an expenditure 
made, before April 20,. 1983, at the end of any ofthe 5.taxa- 
tion years immediately preceding the year, or 


(h)(ii) in respect of property acquired, or, an expenditure 
made, after April 19, 1983, at the end of any of the 10 taxa- 
tion years immediately preceding or the 3 taxation’ years im- 
eee gtr: the year, [ 


except that no amount shall, be included in the total. deter- 
mined under any of paragraphs (a) to (e.2) in respect of any .. 
qualified expenditure incurred by the taxpayer in the course 
of earning income from a business, or in respect of any certi- — 
fied property or qualified property acquired by: the taxpayer 
for use in the course of earning income from a business, if 


1985, : : : 
any of the income from ‘that, business is.exempt from. tax 
Scored under this Part; 
(e.1) the total of all amounts each of which is the specified Subpara. (a)(i) of the definition “investment tax. credit’»in subsec. 
percentage of that part of a repayment made by the taxpayer 127(9) amended by 1994, c. 8, subsec. 15(3), applicable to property 
in the year or in any of the 10 taxation years. immediately acquired after December 2, 1992. Subpara. (a)(i) formerly read: 


preceding or the 3 taxation years immediately following the 
year that can reasonably be considered to be a repayment of 
government assistance, non-government assistance or a con- 
tract payment that reduced the capital cost to the taxpayer of a 
property under paragraph (11.1)(b), the amount of an expen- 


(i) the capital cost’to the taxpayer of a qualified property, 
qualified transportation equipment, qualified construction 
equipment; approved project property or certified) property 
acquired by the taxpayer in the year, 


diture made by the taxpayer under paragraph (11.1)(c) or the ' Para. (e.1) of the definition “investment tax credit” in subsec. 


prescribed proxy amount of the taxpayer under paragraph 127(9) amended, para. (e.2) added, by 1994, c. 8, subsec. 15(4), ap- 


(11.1), and plicable to taxation years ending after December 2, ween: ‘Para. (e.1) 


(e.2) the total. of all amounts each of which is the specified 
percentage of '/s of that part of a repayment made by the tax- 
payer in the year or in any of the 10 taxation years immedi- 
ately preceding or the 3 taxation years immediately following 
the year that can reasonably be considered to be a repayment 
of government assistance, non-government assistance or a 
contract payment that reduced the amount of an expenditure 
made by the taxpayer under paragraph (11.1)(e) in respect of 
first term shared-use-equipment or second term shared-use- 
equipment, and, for that purpose, a repayment made by the 
taxpayer in any taxation year preceding the first taxation year 
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formerly read: 


(e.1) the total of all amounts each of which is the specified 
percentage of that part of a repayment made by the taxpayer — 
in the year or in any of the 10 taxation years immediately. 
preceding or the 3 taxation years immediately following the 
year that may reasonably be considered to be a repayment of 
government assistance, non-government assistance or a con- 
tract payment that reduced the capital cost to the taxpayer of a 
property under paragraph (11.1)(b) or that reduced the 
amount of an expenditure made by the taxpayer under para- 
graph (11.1)(c) 


1 


; 
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The closing words of the definition “investment; tax credit” in sub- 
sec. 127(9) amended by 1994, c;.8, subsec. 15(5); applicable to 
eopenty acquired after December 2, 1992. They formerly read: 


except that no amount shall be included in the total deter- 
mined under any of paragraphs (a) to (e.1) in respect of any 
qualified Canadian exploration expenditure or qualified ex- 
penditure made by the taxpayer in the course of earning in- 
come from a business, or in respect of any certified property, 
qualified property or approved project property acquired by 
the taxpayer for use in the course of earning income from a 
business, if any of the income from that elpadge is exempt 
from tax under this Part; ; 


That portion of “investment tax credit” following para. (k) in sub- 
sec. 127(9) added by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
104(1), applicable to property acquired and expenditures made by a 
taxpayer after July 13, 1990, other than property acquired and ex- 
penditures made after that day and before 1992 


(a) under an agreement in writing entered into by the taxpayer 
before July 14, 1990; or 


(b) for the purpose of completing the construction, of property 
that was under construction by or on behalf of the taxpayer 
before July 14, 1990. 


Pre-RSC History: The definition “investment tax credit” in sub- 
sec, 127(9) amended by 1988, c. 55, subsecs. 106(4) to (9), to sub- 
stitute “the 10 taxation years immediately preceding” for, “the 7 tax- 
ation years immediately preceding” in subpara. (c)(il), paras. (d), 
(e), (e.1), subparas. (f)(ii), (h)Giii) and para. (1); to substitute “that 
part of a repayment” for “that portion of a repayment” in para. (e.1); 
and to substitute “at the end of any of the 9 taxation years immedi- 
ately preceding” for “‘at the end of any of the 6 taxation years imme- 
diately preceding” in-subpara. (g)(iii), applicable to 1988 et seq. 


Paras. (j), (k) of the definition “investment tax credit” in subsec. 
127(9) amended by 1987, c. 46, subsec. 46(1), to substitute, in each, 
“sroup of persons” for “persons’”’ and, in (k), “the end of the year” 
for “the commencement of the year”, applicable in respect of acqui- 
sitions of control occurring after January 15, 1987 other than acqui- 
sitions of control occurring before 1988 where the persons acquiring 
the control were obliged on that date’to acquire the control pursuant 
to the terms of agreements in writing entered into on or before that 
date (see “Interpretation” below). 


Para. (a) and subpara. (c)(ii) of the definition “investment tax 
credit” in subsec. 127(9) substituted, para. (a) applicable with re- 
spect to expenditures made after November 30, 1985, and subpara. 
(c)(ii) substituted to add “or the qualified Canadian exploration ex- 
penditure was for a taxation year ending after November 30, 1985”, 


_ applicable to taxation years ending after November 1982, by 1986, 


c. 55, subsecs. 48(8), (9). Para. (a) formerly read: 


(a) the aggregate of all amounts each of which is the specified 
percentage of the capital cost to him of a qualified property, 
qualified transportation equipment, qualified construction 
equipment, approved project property or certified property 
acquired by him in the year or the specified percentage of a 
qualified expenditure made by him in the year, 


(For earlier history, see end of subsec. 127(9).) 


Interpretation — “obliged to acquire or dispose of 
property or to acquire control of a corporation”: 1987, c. 
46, s. 72 reads as follows: 


72. For the purposes of this Act, a person shall be considered 
not to be obliged either to acquire or dispose:of property or to 
acquire control of a:corporation, as the case may be, if the 
person may be excused from performing the obligation as a 
result of changes to the [Income Tax Act] affecting acquisi- 
tions or dispositions of property or acquisitions of control of 
corporations. 

Interpretation Bulletins: [T-121R3: Election to capitalize cost of 

borrowed money; IT-151R4: Scientific research and experimental 

development expenditures. 
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Information Circulars: 78-4R3: Investment tax credit rates. 


Forms: T661 — Claim for SR&ED carried on in’ Canada; T2038 
(Corp): Investment tax credit (ITC) — corporations; T2038 (Ind): 
Investment tax credit (ITC) — individuals. 


‘non-government assistance”. means an amount 
that would be included in income by virtue of para- 
graph 12(1)(x) if that paragraph were read without 
reference to subparagraphs 12(1)(x)(vi) and (vii); 


‘non-qualifying corporation” at any time means 


(a) a corporation that is, at that time, not a Cana- 
dian-controlled private corporation, 


(b) a corporation that would be liable to pay tax 
under Part I.3 for the taxation year of the corpora- 
tion that includes that time if that Part were read 
without reference to subsection 181.1(4) and if 
the amount determined under subsection 181.2(3) 
in respect of the corporation for the year were de- 
termined without reference to amounts. described 
in any of paragraphs 181.2(3)(a), (b), (d) and (f) 
to the extent that the amounts so described were 
used to acquire property that would be qualified 
small-business property if the corporation were 
not a non-qualifying corporation, or 


(c) a corporation that at that time is related for the 
purposes of section 181.5 to a corporation de- 
scribed in paragraph (b); 

History: The definition “non-qualifying corporation” added to sub- 


sec. 127(9) by 1994, c. 8, subsec. 15(9), applicable to property ac- 
quired after December 2, 1992. 


‘“‘qualified Canadian exploration expenditure” 
[Repealed] 


History: The definition “qualified Canadian exploration expendi- 
ture” in subsec. 127(9) repealed by 1996, c. 21, subsec. 30(9), appli- 
cable to taxation years that begin after 1995. It formerly read: 


“qualified Canadian exploration expenditure” of a taxpayer 
for a taxation year means the Ae onl expenditure of the 
taxpayer for the year; 


Pre-RSC History: The definition “qualified Canadian exploration 
expenditure” added to subsec. 127(9) by 1986, c. 55, subsec. 
48(15), applicable to expenditures made after November 30, 1985. 


Regulations: 4608 (prescribed expenditure). 


“qualified construction equipment” — [Repealed] 


History: The definition “qualified construction equipment” in sub- 
sec. 127(9) repealed by 1996, c. 21, subsec. 30(9), applicable to tax- 
ation years that begin after 1995. It formerly read: 


“qualified construction equipment” of a taxpayer means pre- 
scribed equipment acquired by the taxpayer after April 19, 
1983 and before 1989 that has not been used, or acquired for 
use or lease, for any purpose whatever before its acquisition 
by the taxpayer and that is 


(a) to be used by the taxpayer principally for the purpose 
of construction in Canada in the course of carrying on a 
business other than a business 


(i) the income from which is exempt from income 
tax by virtue of any provision of this Act, or 


(ii) the income from which is not included in the tax- 
payer’s income or, in the case of a non- -resident per- 
son, in the taxpayer’s taxable income earned in Can- 


ada, or 
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(b) to be leased by the taxpayer, if 


(i) the equipment is leased by the taxpayer in the or- 
dinary course of carrying on a business in Canada, 
the income from which is other than income referred 
to in subparagraph (a)(i) or (ii), to a lessee who can 
reasonably ‘be expected to use the equipment princi- 
pally for the purpose and under the circumstances re- 
ferred to in paragraph (a), and 

(ii) the taxpayer is a corporation whose principal .- 
business is a business described in subparagraph 
(d)(i) of the definition “qualified property” in this 
subsection or is a taxpayer whose principal business 
is a construction business; 


Pre-RSC History: All that portion of the definition “qualified 
construction equipment” preceding para. (a) in subsec. 127(9) 
amended by 1986, c: 55, subsec. 48(10), to substitute’ “after April 
19, 1983 and before, 1989” for “after April. 19, 1983”; applicable 
after February 25, 1986. 


(For earlier history, see end. of. subsec. 127(9).) 
Regulations: 4603 (prescribed equipment). 


“qualified expenditure” incurred by a taxpayer in a 
taxation year means 


(a) an amount that is an expenditure incurred in 
the year by the taxpayer in respect of scientific 
research and experimental development that is an 
expenditure 


(1) for first term shared-use-equipment or sec- 
ond term shared-use-equipment, 


(ii). described in paragraph 37(1)(a), or 
(iii) described in subparagraph 37(1)(b)G), or 
(b) a prescribed proxy amount of the taxpayer for 
the year (which, for the purpose of paragraph (e), 
is deemed to be an amount incurred in the year), 
but does not include 


(c) a prescribed expenditure incurred in the year 
by the taxpayer, 
(d) where the taxpayer is a corporation, an expen- 


diture specified by the taxpayer for the year for 
the purpose of clause 194(2)(a)(ii)(A), 


(e) [Repealed] 


(f) an expenditure (other than an expenditure that 
is salary or wages of an employee of the tax- 
payer) incurred by the taxpayer in respect of sci- 
entific research and experimental development to 
the extent that it is performed by another person 
or partnership at a time when the taxpayer and 
the person or partnership to which the expendi- 
ture is paid or payable do not deal with each other 
at arm’s length, 


(g) an expenditure described in paragraph 
37(1)(a) that is paid or payable by the taxpayer to 
or for the benefit of a person or partnership that is 
not a taxable supplier in respect of the expendi- 
ture, other than an expenditure in respect of sci- 
entific research and experimental development 
directly undertaken by the taxpayer, and 


(h) an amount that would otherwise be a qualified 
expenditure incurred by the taxpayer in the year 
to the extent of any reduction in respect of the 


| 
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amount that is required under any of subsections 
(18) to (20) to be applied; 


Related Provisions: 18(9)(e) — Prepaid expenses deemed in- 
curred in later taxation year; 127(11.5) — Adjustments to qualified 
expenditures; 127(13)-(16) — Agreement to transfer expenditures 
to non-arm’s length person who performs research; I27(13)-(21) 
Reduction to reflect government assistance: 127(24) — Anti-avoid- 
ance rule — exclusion from qualified expenditure; 127(26) — 
Amounts not paid within 180 days of end of year. 


History: Para. (e) repealed and paras. (f) and (g) of the definition 
“qualified expenditure” in subsec. 127(9) amended by 1998, c. 19, 
subsec. 33(2), applicable to taxation years that begin after 1995. The 
paras. formerly read: 


(e) subject’ to subsection (11.4), an amount in respect of 
which the taxpayer does not file with the Minister a pre- 
scribed form containing prescribed information on or before 
the day that is 12 months after the taxpayer’s filing-due date 
for the particular taxation year in which the amount would 
have been incurred if this Act were read without reference to 
subsections (26) and 78(4) where the particular year begins 
after 1995,’ 


(f) an expenditure (other than an expenditure that is salary or 
wages of an employee of the taxpayer) incurred by the tax- 
payer in respect of scientific research and experimental devel- 
opment to the extent that it is performed for or on’ behalf of 
the taxpayer at a time when the taxpayer and the person or 
partnership to which the expenditure is paid or payable do not 
deal with each other at arm’s length, 


(g) an expenditure described in paragraph 37(1)(a), other. than 
an expenditure on scientific research and experimental devel- 
opment directly undertaken by the taxpayer, that is paid or — 
payable by the taxpayer to or for the benefit of a person or 
partnership that is not a taxable supplier in respect of the ex- 
penditure, and ; 


The definition “qualified expenditure” in subsec. 127(9) amended 
by 1996, c, 21, subsec. 30(10), applicable to taxation years that be- 
gin after 1995. It formerly. read: 


“qualified expenditure” means an expenditure in respect of 
scientific research and experimental development incurred by 
a taxpayer that is an expenditure in respect of first term 
shared-use-equipment or second term shared-use-equipment ~ 
or an expenditure described in paragraph 37(1)(a) or subpara- 
graph 37(1)(b)(i) and includes an amount that is a prescribed 
proxy amount of a taxpayer, but does not include 


(a) a prescribed expenditure, 


(b) in the case of a taxpayer that is a corporation, an ex- 
_ penditure specified by the taxpayer for the purposes of 
clause 194(2)(a)(ii)(A), or 


(c) subject to subsection (11.4), an expenditure in respect 
of which the taxpayer does not, by the day on or before 
which the taxpayer’s return of income under this Part for 
the taxpayer’s taxation year after that in which the expen- 
diture was incurred is required to be filed, or would be 
required to be filed if tax under this Part were payable by 
the taxpayer for that following year, file with the Minis- - 
ter a prescribed form containing prescribed information; 


1998, c. 19, s. 306, will amend subsec. 30(26) of the Income Tax 
Act Budget Amendment Act (S.C. 1996, c. 21) (Bill C-36) to read as 
follows, and add subsec. (26.1), deemed to have come into force on 
June 20, 1996: 


(26) Subject to subsection (26.1), subsections (1) to (3) and 
(5) to (23), subsections 127(11.4) and (11.5) of the Act, as 
enacted by subsection (24), and subsections 127(13) to (25) 
of the Act, as enacted by subsection (25), apply to taxation 
years that begin after 1995. [This is unchanged except for 
“subject to subsection (26.1)” — ed.] 
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(26.1) Where, because of the application of subsection (26),. 
an amount paid or payable by a person or partnership to a 
taxpayer with. whom the person or partnership does not deal 
at arm’s length otherwise 


(a) would: be a qualified expenditure : cof the person or 
partnership but would not be a contract payment received 
or receivable by the taxpayer, or 


(b) would not be a qualified expenditure of the person or 
partnership but would be'a contract payaest received or 
receivable by the taxpayer, 


the amount is deemed not to be a qualified expenditure of the 
person or partnership and not to be a contract payment re- 
ceived or receivable by the taxpayer. 


Para. (c) of the definition “qualified expenditure” in subsec. 127(9) 
added by 1994; c. 21, subsec. 61(1),; applicable. after February 21, 
1994 to expenditures incurred at any time, except that, for an expen- 
diture incurred by a taxpayer in a taxation year ending before Febru- 
ary 22, 1994, the taxpayer may file the prescribed. form referred to 
in para. (c) by the later of the day referred to in that para. and Sep- 
tember 13, 1994. | | 

The opening words of the definition “qualified expenditure” in sub- 
sec. 127(9) amended by 1994, c. 8, subsec, 15(6), applicable to tax- 
ation years ending after December 2, 1992. They formerly read: 


“qualified expenditure” means. an expenditure in respect of 

scientific research and experimental development made by, a 

taxpayer after March 31, 1977 that qualifies as an expenditure 

described in paragraph 37(1)(a) or subparagraph 37( 1)(6)G), ‘ 
but does not include 


Regulations: 2900(4) (prescribed proxy amount); 2902 (pre- 
scribed expenditure). 


Interpretation Bulletins: IT-104R2: Deductibility. of fines..or, 


penalties; IT-151R4: Scientific, research and experimental See Obs 
ment expenditures. 


Application Policies: SR&ED 96-01:, Recs of 
SR&ED expenditures, per subsec. 127(11.4).. 


Information Circulars: 971: SR&ED — Administrative’ guide- 
lines for software development. 


Forms: T85: Nova Scotia résearch and development tax credit; 
T661 Claim for SR&ED carried on in Canada; T1088: Manitoba 
research and development tax credit; T1129: Newfoundland scien- 
tific research and experimental development tax credit. 


“qualified property” of a taxpayer means property 
(other than an approved projee) property or a certi- 
fied property) that is 


(a) a prescribed building to the extent that it is 
acquired by the taxpayer after June 23, 1975, or 


(b) prescribed machinery and equipment acquired 
by the taxpayer after June 23, 1975, 


that has not. been used, or acquired for use or lease, 
for any purpose whatever before it was acquired by 
the taxpayer and that is ' 


(c) to be used by the taxpayer in Canada. prima- 
rily for the purpose of 


(i) manufacturing or processing goods for sale 
or lease, 


(ii) farming or fishing, 
(ii) logging, 
(iv) operating an oil or gas well or extracting 


petroleum, or natural gas from a natural ac- 
cumulation of petroleum or natural gas, 
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(v) extracting nunecals from a mineral 
resource, 
(vi) processing 


(A) ore (other than iron ore or tar sands 
ore) from a-muineral resource to any stage 
that is not beyond the prime metal stage or 
its equivalent, 


(B) iron ore from a mineral resource to any 
stage that is not beyond the pellet stage or 
its equivalent, or 


(C) tar sands ore from. a ieee resource 
to any stage that is not beyond the crude 
oil stage or its equivalent, 


(vii) producing industrial minerals, 


‘(vili) processing heavy crude oil recovered 
from a natural reservoir in Canada to a stage 
that is not beyond the crude oil stage or its 
‘equivalent, 


(ix) Canadian field processing, 


(x) exploring or drilling for petroleum or natu- 
ral gas, | 


(x1) prospecting; or exploring for. or, 1 develop- 
ing a mineral resource, 


(xii) storing grain, or 
(xiii) harvesting peat, 
(c.1) to be used by the taxpayer in Canada prima- 


rily for the purpose: of producing or processing 


electrical energy Or steam in a prescribed area, 
where 


(i) all or substantially all. of the energy. or 
steam 


(A) is used by the taxpayer for the purpose 
of gaining or producing income from a 
business (other than the business of selling 
the product of the particular property), or 


(B).is sold directly (or indirectly by way of 
sale to a provincially regulated power util- 
ity operating in the prescribed area) to a 
person related to the taxpayer,, and 


(ii) the energy or steam is used by the tax- 
payer or the person related to the taxpayer pri- 
marily for the. purpose of manufacturing or 
processing goods in the prescribed area for 
sale or lease, or 


(d) to be leased by the taxpayer to a Piece (other 
than a person exempt from tax under this Part be- 
cause of section 149) who can reasonably be ex- 
pected to use the property in Canada primarily for 
any of the purposes referred to in subparagraphs 
(c)(i) to (xii), but this paragraph does not apply 
to property that is prescribed for the purpose of 
paragraph (b) unless use of the property by the 
first person to whom it was leased began after 
June 23, 1975 and 


(i) the property is leased in the eA i 
course of carrying ona business in Canada by 
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a corporation whose principal business is leas- 
ing property, lending money, purchasing con- 
ditional sales contracts, accounts. receivable, 
bills of sale, chattel mortgages, bills of ex- 
change or other obligations representing all or 
part of the sale price of merchandise or ser- 
vices, or any combination thereof, 


(ii) the property is manufactured and leased in 
the ordinary course of carrying on business in 
Canada by a corporation whose principal busi- 
ness is manufacturing property that it sells or 
leases, 

(iii) the property is leased in the ordinary 
course of carrying on business in Canada by a 
corporation whose principal business is sell- 
ing or servicing property of that type, or 

(iv) the property is a fishing vessel, including 
the furniture, fittings and equipment attached 
to it, leased by an individual (other than a 
trust) to a corporation, controlled by the indi- 
vidual, that carries on a fishing business in 
connection with one or more commercial fish- 
ing licences issued by the Government of 
Canada to the individual, 


and, for the purpose of this definition, “Canada” in- 
cludes the offshore region prescribed for the purpose 
of the definition “specified percentage”; 

Related Provisions: 127(11) — Interpretation. 


History: Subparas. (c)(ii) to (xii) of the definition “qualified prop- 
erty” in subsec. 127(9) amended by 1997, c. 25, subsec. 35(1), ap- 
plicable to taxation years that begin after 1996. Subparas. (c)(ii) to 
(xi1) formerly read: 


(1i) operating an oil or gas well, extracting petroleum or natu- 
ral gas from a natural accumulation thereof or processing 
heavy crude oil recovered from a natural reservoir in Canada 
to a stage that is not beyond the crude oil stage or its 
equivalent, 


(ili) extracting minerals from a mineral resource, 


(iv) processing ore (other than iron. ore or tar sands) from a 
mineral resource to a stage that is not beyond the prime metal 
stage or its equivalent, 


(v) processing iron ore from a mineral resource to a stage that 
is not beyond the pellet stage or its equivalent, 


(vi) processing tar sands to a stage that is not beyond the 
crude oil stage or its equivalent, 


(vil) exploring or drilling for petroleum or natural gas, 


(viii) prospecting or exploring for or developing a mineral 
resource, 


(ix) logging, 

(x) farming or fishing, 

(xi) storing grain, 

(xil) producing industrial minerals, 


Para. (c.1) of “qualified property” in subsec. 127(9) added applica- 
ble to property acquired after 1991, and subpara. (d)(iv) added ap- 
plicable to 1980 et seq., by 1994, c. 21, subsecs. 61(2), (3). 


Subpara. (c)(xiii) added to the definition “qualified property” in 
subsec. 127(9) by 1994, c. 7, Sch. II (1991, c. 49), subsec. 104(2), 
applicable to 1985 er seg. 


Para. (d) of the definition “qualified property” in subsec. 127(9) 
substituted by 1994, c. 7, Sch. IL (1991, ¢. 49), subsec. 104(3), ap- 
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plicable to property acquired after July 13, 1990. Para. (d) formerly 
read: 


(d) to be leased by the taxpayer to a lessee (other than a per- 
son exempt from tax under section 149) who can reasonably 
be expected to. use the property in Canada primarily for any 
of the purposes referred to in subparagraphs (c)(i) to (xii), but 
this paragraph does not apply in respect of property that is a 
prescribed property for the purposes of paragraph (b) unless 


(i) the property is leased by the taxpayer in the ordinary 
course of carrying on a business in Canada and the tax- 
payer is a corporation whose principal business is leasing 
property, manufacturing property that it sells or leases, 
the lending of money, the purchasing of conditional sales 
contracts, accounts receivable, bills of sale, chattel mort- 
gages, bills of exchange or other obligations representing 
part or alliof the sale price of merchandise or services, or 
selling or servicing a type of property that it also leases, 
or any combination thereof, and 


(ii) use of the property by the first lessee commenced af- 
ter June 23, 1975; 


That portion of the definition “qualified property” following para. 
(d) in subsec. 127(9) added’ by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 104(4), applicable after February 25, 1986. 


Selected Cases [subsec. 127(9)“qualified property”: 
Newfoundland Tractor and Equipment Co: y. Canada, [1996] 2 
C.T.C. 2250 (TCC) (“Use” does not include leasing). 


Regulations: 4600 (prescribed building, machinery); 4610 (pre- 
scribed area for para. (c.1)). 


Forms: T1092: PEI corporate investment tax credit. 


“qualified small-business property” — [Repealed] 


History: The definition “qualified small-business property” in sub- 
sec. 127(9) repealed by 1996, c. 21, subsec. 30(9), applicable to tax- 
ation years that begin after 1995. It formerly read: . 


“qualified small-business property” means property, acquired 
by a taxpayer who was an éligible taxpayer at the time the - 
property was acquired, that, if this subsection were read with- 
out reference to subsection (11.2), would be 


(a) certified property of the taxpayer if the definition .- 
“certified property” were read without the reference in it 
to paragraph (a) of the definition “qualified property” and 
without reference to subparagraphs (a)(i) and (ii) of it and 
if the reference in subparagraph (a)(iii) of it to “after 
1988” were read as a reference to “after December 2). 
1992 and. before. 1994”, f 


(b) qualified construction equipment of the taxpayer if 
the definition “qualified construction equipment” were 
read without reference to paragraph (b) of it and if the 
reference in it to “after April 19, 1983 and before 1989” 
were read as a reference to “after December 2, 1992 and 
before 1994’, 


(c) qualified property of the taxpayer if the definition 
“qualified property” were read without reference to 
paragraphs (a) and (d) of it and if the reference in para-\ 
graph (b) of it to “after June 23, 1975” were read as a 
reference to “after December 2, 1992 and before 1994”, 
or 


(d) qualified transportation equipment of the taxpayer if 
the definition “qualified transportation equipment” were 
read without reference to paragraph (b) of it and if the 
reference in it to “after November 16, 1978 and before 
1989” were read as a-reference to “after December pe 
1992 and before 1994”, 


and where the property was acquired by the taxpayer to be 
leased to a person with whom the taxpayer does not deal at 
arm’s length and the property is used by the person in Canada 
primarily for the purposes described in any of the ‘definitions 
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“qualified construction equipment”, “qualified property” and 

“qualified transportation equipment”, for the purposes of this 
subsection, the taxpayer shall be saad to have acquired the 
property for that use; 


The definition “qualified small-business property” added to subsec. 


127(9) by 1994, c. 8, subsec. 15(9), applicable to property acquired 
after December 2, 1992. 


“qualified 
[Repealed] 
History: The definition “qualified transportation equipment” in 


subsec. 127(9) repealed by 1996, c. 21, subsec. 30(9), appa to 
taxation years that begin after 1995. It formerly read: 


transportation equipment” — 


“qualified transportation equipment” of a taxpayer means pre- 
scribed equipment acquired by the taxpayer after November 
16, 1978 and before 1989 that has not been used, or acquired 
for use or lease, for any purpose whatever before it was ac- 
quired by the taxpayer and that is 


(a) to be used by the taxpayer principally for the purpose 
of transporting passengers, property or passengers and 
property, in Canada or to and from Canada, in the ordi- 
nary course of carrying on a business in Canada other 
than a business 
(i) the income from which is exempt from income 
tax by virtue of any provision of this Act, or 
(ii) the income from which is not included in the tax- 
payer’s income or, in the case of a non-resident per- 
son, the taxpayer’s taxable income earned in Canada, 
or 5 
(b) to be leased by the taxpayer, if 
(i) the equipment is leased by the taxpayer in the or- 
dinary course of carrying on a business in Canada, 
the income from which is other than income referred 
to in subparagraph (a)(i) or (ii), toa lessee who can 
reasonably be expected to use the equipment princi- 
pally for the purposes and under the circumstances 
referred to in paragraph (a), and 
(ii) the taxpayer is a corporation whose principal 
business is a business described in subparagraph 
(d)(i) of the definition “qualified property” in this 
subsection or is a taxpayer whose principal business 
is passenger, property or anata and property 
transport; 
Pre-RSC History: That portion of the definition “qualified trans- 
portation equipment” preceding para. (a) in subsec. 127(9) amended 
by 1986, c..55; subsec. 48(11), to substitute “after November 16, 
1978 and before 1989” for “after November 16, 1978”, applicable 
after February 25, 1986. 
(For earlier history, see end of subsec. 127(9).) 
Selected Cases. [subsec. 127(9)“qualified transportation 
equipment”]: McMynn v. Canada, [1995] 1 C.T.C. 2417 (TCC) 
(“Transport” used as noun is broader than “transporting”). 


Regulations: 4601 (prescribed equipment). 
“SR&ED qualified expenditure pool’ of a tax- 


payer at the end of a taxation year means the amount 
determined by the formula 


A+B-C 
where 


A. is the total of all amounts each of which is a qual- 
ified expenditure incurred by the taxpayer in the 
year, 

B is the total of all amounts each of which is an 
amount determined under paragraph (13)(e) for 
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the year in respect of the taxpayer, and in respect 
of which the taxpayer files with the Minister a 
prescribed form containing: prescribed ) informa- 
tion by the day that is 12 months after the tax- 
payer’s filing-due date for the year, and 


C is the total of all amounts each of which is an 
amount determined under paragraph (13)(d) for 
the year in respect of the taxpayer; 


Related Provisions: 127(5)(a)(i), 127(5)(a)@i)(A) — Investment 
tax credit; 127(9)‘investment tax credit’’(a.1) — 20% of pool claim- 
able; 127(10.1)(b) — Additional ITC for CCPC; 127(13) — Trans- 
fer of pool to other taxpayer; 127(14) — Identification of amounts 
transferred as current or capital; 257 — Formula cannot calculate to 
less than zero. 


History: The definition “SR&ED qualified expenditure pool” ad- 
ded to subsec. 127(9) by 1996, c. 21, subsec. 30(18), applicable to 
taxation years that begin after 1995. 


Application Policies: SR&ED 94-01: Retroactive claims for sci- 
entific research (TPRs); SR&ED 96-05: Penalties under subsec. 
163(2); SR&ED 96-07: Prototypes, custom products/commercial as- 
sets, pilot plants and experimental production.. 


Forms: T661 — Claim for SR&ED carried on in Canada. 


“second term shared-use-equipment” of a tax- 
payer means property of the taxpayer that was first 
term shared-use-equipment of the taxpayer and that 
is used by the taxpayer, during its operating time in 
the period (in this subsection and subsection (11.1) 
referred to.as the “‘second period’) beginning at the 
time the property was acquired by the taxpayer and 
ending at the end of the taxpayer’s first taxation year 
ending at least 24 months after that time, primarily 
for the prosecution of scientific research and experi- 
mental development in Canada; 

Related Provisions: 88(1)(e.3) closing words — Winding-up — 


parent deemed continuation of subsidiary; 127(11.5)(b) — Adjust- 
ments to qualified expenditures. 


History: The definition “second term shared-use-equipment” added 
to subsec. 127(9) by 1994, c. 8, subsec. 15(9), applicable to property 
acquired after December 2, 1992. 
“specified percentage” means 
(a) in respect of a qualified property 

(i) acquired before April, 1977,.5%, 

(ii) acquired after March 31, 1977 and before 

November 17, 1978 primarily for use in 


(A) the Province of Nova Scotia, New 
Brunswick, Prince Edward Island or New- 
foundland or the Gaspé Peninsula, 10%, 


(B) a prescribed designated region, 7'/%, 
and 


(C) any other area in Canada, 5%, 


(iii) acquired primarily for use in the Province 
of Nova Scotia, New Brunswick, Prince Ed- 
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ward Island. or Newfoundland or the Gaspé 
Peninsula, 


(A) after November 16, 1978 and before 
1989, 20%, 


(B) after 1988 and before 1995, 15%, 
(C) after 1994, 15% where the property 


(1) is acquired by the taxpayer under a 
written agreement of purchase and sale 
entered into by the taxpayer before 
February 22, 1994, . 


(II) was under construction by or on be- 
half of the taxpayer on February 22, 
1994, or 


(II) is machinery or equipment that 
will be a fixed and integral part of 
property under construction by or on 
behalf of the taxpayer on February 22, 
1994, and 


(D) after 1994, 10% where the property. is 
not property to which clause (C) applies, 


(iv) acquired after November 16, 1978 and 
before February 26, 1986 primarily for use in 
a prescribed offshore region, 7%, 
(v) acquired primarily for use in a prescribed 
offshore region and 
(A) after February 25, 1986 and before 
1989, 20%, si 
_ (B) after 1988 and before 1995, 15%, 
(C). after 1994, 15% where. the property 
(I) is acquired by the taxpayer under a 
written agreement of purchase and sale 


entered into by the taxpayer before 
February 22, 1994, 5 = 


(1) was under construction by or on be- 
half of the taxpayer on February 22, 
1994, or 
(IID) is machinery or equipment that 
will be a fixed and integral part of 
property under construction by or on 
behalf of the taxpayer on February 22, 
1994, and | 
(D) after 1994, 10% where the property is 
not property to which clause (C) applies, 
(vi) acquired primarily for use in a prescribed 
designated region and 
(A) after November. 16, 1978 and before 
1987, 10%, | 
(B) in 1987, 7%, 
(C) in 1988, 3%, and 
(D) after 1988, 0%, and 
(vii) acquired primarily for use in Canada 
(other than a property described in subpara- 
graph (1i1), (iv), (v) or (vi)), and 
(A) after November 16;.1978 and before 
1987, 7%, 
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(B) in 1987, 5%, 
(C) in 1988, 3%, and 
(D) after 1988, 0%, 
(b) in respect of qualified transportation equip- 
ment acquired 
(i) before 1987, 7% 
(ii) in 1987, 5%, and 
(iii) in 1988, 3%, atl 
(c) in respect of qualified construction equipment 
acquired 
(i) before 1987, 7%, 
(ii) in 1987, 5%, and 
(ii1) in 1988, 3%, 
(d) in respect of certified property 
(i) included in subparagraph (a)(i) of the defi- 
nition “certified property” in this subsection, 
50%, 
(ii) included in subparagraph (a)(ii) of that 
definition, 40%, and © 


(iii) in any other case, 30%, 
(e) in respect of a qualified expenditure 


(i) made after March 31, 1977 and before No- 
vember 17, 1978 in respect of scientific re- 
search and experimental development to be 
carried out in 


(A) the Province of Nova Scotia, New 
Brunswick, Prince Edward Island or New- 
foundland or the Gaspé Peninsula, 10%, 


(B) a prescribed designated region, 7'/2%, 
and 
(C) any other area in Canada, 5%, 


(it) made by a taxpayer after November 16, 
1978 and before the taxpayer’s taxation year 
that includes November 1, 1983 or made by 
the taxpayer in the taxpayer’s taxation year 
that includes November 1, 1983.or..a subse- 
quent taxation year if the taxpayer deducted 
an amount under section 37.1 in computing 
the taxpayer’s income for the year, 


(A) where the expenditure was made by a 
Canadian-controlled private corporation in 
a taxation year of the corporation in which 
it is or would, if it had sufficient taxable 
income for the year, be entitled to a deduc- 
tion under section 125 in. computing its tax 
payable under this Part for the year, 25%, 
and 


(B) where clause (A) is not applicable and 
the qualified expenditure was in respect of 
scientific research and experimental devel- 
opment to be carried. out in 


(I) the Province of Nova ‘Scotia, New 
Brunswick, Prince Edward Island: or 
Newfoundland. or the Gaspé Peninsula, 
20%, and .. 
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(II) any other area in Canada, 10%, 


(iii) made by a taxpayer in the taxpayer’s tax- 
ation year that ends after October 31, 1983 
and before January 1, 1985, other than a quali- 
fied expenditure in respect of which subpara- 
graph (ii) is applicable, 


(A) where the expenditure was made by a 
Canadian-controlled private corporation in 
a taxation year of the corporation in which 
it is or would, if it had sufficient taxable 
income for the year, be entitled to a deduc- 
tion under section 125 in computing its tax 
payable under this Part for the year, 35%, 
and 


(B) where clause (A) is not applicable and 
the qualified expenditure was in respect of 
scientific research and experimental devel- 
opment to be carried out in 


(1) the Province of Nova Scotia, New 
Brunswick, Prince Edward Island or 
Newfoundland or the Gaspé Peninsula, 
30%, and 


(II) any other area in Canada, 20%, 
(iv) made by a taxpayer 


(A) after the taxpayer’s 1984 taxation year 
and before 1995, or 


(B) after 1994 under a written agreement 
entered into by the taxpayer before Febru- 
ary 22, 1994, 


(other than a qualified expenditure in respect 
of which subparagraph (ii) applies) in respect 
of scientific research and experimental devel- 
opment to be carried out in 


(C) the Province of Newfoundland, Prince 
Edward Island, Nova Scotia or New 
Brunswick or the Gaspé Peninsula, 30%, 
and 


(D) in any other area in Canada, 20%, and 


(v) made by a taxpayer after 1994, 20% where 
the amount is not an amount to which clause 
(iv)(B) applies, 
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(f.1) in respect»of the repayment of government 
assistance, non-government assistance or a con- 
tract payment that reduced a qualified expendi- 
ture incurred by the taxpayer under any of sub- 
sections (18) to (20), 20%, 


(g) in respect. of an approved project. property 
acquired 


(i) before 1989, 60%, and 
(ii) after 1988, 45%, 


(h) in respect of the qualified Canadian explora- 
tion expenditure of a taxpayer for a taxation year, 
25%, and 


(i) in respect of qualified small-business property, 
10%. 


Related Provisions: 13(27)(f) — Interpretation — available for 
use; 127(10.1) — Additional amount for R&D; 127(10.8) — Re- 
generation of ITCs where entitlement to assistance expires. 


History: Para. (f) of the definition “specified percentage” in sub- 
sec. 127(9) amended and para. (f.1) added, by 1998, c. 19, s.. 146, 
applicable to taxation years that begin after 1995, Para. (f) formerly 
read: ; 


(f) in respect of the repayment of government assistance, non- 
government assistance or a contract payment that reduced the 
capital cost to the taxpayer of a property under paragraph 
(11.1)(b), the amount of an expenditure made by the taxpayer 
under paragraph (11.1)(c) or (e), or the prescribed proxy 
amount of a taxpayer under paragraph (11.1)(f), the specified 
percentage that was applicable in respect of the property, the 
expenditure or the prescribed proxy amount, as the case may 
be, 

Cl. (a)(ii)(B) of the definition “specified percentage” in subsec. 

127(9) amended and cls. (C) and (D) added by 1995, c. 3, subsec. 


37(2), applicable to property acquired and expenditures incurred af- 
ter 1994. Cl. (a)(ii)(B) formerly read: 


(B) after 1988, 15%, 


Cl. (a)(v)(B) of the definition “specified percentage” in subsec. 
127(9).amended and cls. (C) and (D) added by..1995, c. 3, subsec. 
37(3), applicable to property acquired and expenditures incurred af- 
ter 1994. Cl. (a)(v)(B) formerly read: 


(B) after 1988, 15%, 


Subpara. (e)(iv) of the definition “specified percentage” in subsec. 
127(9) amended and subpara. (v) added by 1995, c. 3, subsec. 37(4), 
applicable to property acquired and expenditures incurred after 
1994. Subpara. (e)(iv) formerly read: 


(iv) made by a taxpayer in [the taxpayer’s] 1985 taxation year 
or a subsequent taxation year, other than a qualified expendi- 


(f) in respect of the repayment of government as- 
sistance, non-government assistance or a contract 
payment that reduced 


ture in respect of which subparagraph (ii) is applicable, in re- 
spect of scientific research and experimental development to 
be carried out in 


(i) the capital cost to the taxpayer of a prop- 
erty under paragraph (11.1)(b), 

(ii) the amount of a qualified expenditure in- 
curred by the taxpayer under paragraph 
(11.1)(c) or (e) for taxation years that began 
before 1996, or 


(iii) the prescribed proxy amount of the tax- 
payer under paragraph (11.1)(f) for taxation 


(A) the Province of Nova Scotia, New Brunswick, Prince 
Edward Island or Newfoundland or the Gaspé Peninsula, 
30%, and 


(B) any other area in Canada, 20%, 


Para. (f) of the definition “specified percentage” in subsec. 127(9) 
amended by 1994, c. 8, subsec. 15(7), applicable to taxation years 
ending after December 2, 1992. Para. (f) formerly read: 


(f) in respect of the repayment of government assistance, non- 
government assistance or a contract payment that reduced the 


capital cost to the taxpayer of a property under paragraph 
(11.1)(b) or that reduced the amount of:an expenditure made 
by the taxpayer under paragraph (11.1)(c), the specified per- 
centage that was’ applicable in respect of the property or ex- 
penditure, as the case may be, 


years that began before 1996, 


the specified percentage that applied in respect of 
the property, the expenditure or the prescribed 
proxy amount, as the case may be, 
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Para. (i) added to the definition “specified percentage” in subsec 
127(9) by 1994, c..8, subsec. 15(8), applicable to property acquired 
after December 2, 1992. 
Pre-RSC History: “Specified percentage” amended by 1988, c. 
55, subsecs. 106(10) to (13), to substitute subparas. (a)(iii), (a)(v), 
para. (g) and to substitute subparas. (d)(ii) and (iii) for (d)(ii), appli- 
cable to 1988 et seg. Subparas. (a)(iii), (a)(v). and (d)(ii) and para. 
(g) formerly read: 1 
(iii) acquired after November 16, 1978 primarily for use 
in the Province of Newfoundland, Prince Edward Island, 
Nova Scotia or New Brunswick or the Gaspé Peninsula, 
20%, 


(v) acquired after February 25, 1986 primarily for use in 
a prescribed offshore region, 20%, 


oth cof (eo 


(g) in respect of an approved project property, 60%, and 


“Specified percentage” amended to substitute subpara. (a)(iii) and 
paras. (b) to (d) and subparas. (a)(iv) to (vii) added, applicable after 
February 25, 1986, and para. (h) added, applicable with respect to 
expenditures made after November 30, 1985, by 1986, c. 55, sub- 
secs. 48(12), (13), (14). Subpara. (a)(iii) formerly read: 

(iii) acquired after’ November 16, 1978 primarily for use in 

(A) the Province of Newfoundland, Prince Edward Is- 
land, Nova Scotia or New Brunswick or the Gaspé Penin- 
sula, 20%, 
(B) a prescribed designated region, 10%, and 
(C) any other area in Canada, 7%, 

Paras. (b) to (d) formerly read: 

(b) in respect of qualified transportation equipment, 7%, 

(c) in respect of qualified construction equipment, 7%, 

(d) in respect of certified property; 50%, 
Regulations: 4607 (prescribed designated region); 4609 (pre- 
scribed offshore region). 
Interpretation Bulletins: IT-151R4: Scientific research and éx- 
perimental development expenditures. 


Information Circulars: 78-4R3: Investment tax credit rates: 87-5: 
Capital cost of property where trade-in is involved. 


“taxable supplier” in respect of an amount means 


(a) a person resident in Canada or a Canadian 
partnership, or 


(b) a non-resident person, or a partnership that is 
not a Canadian partnership, 


(i) by which the amount was payable, or 
(ii) by or for whom the amount was receivable 


in the course of carrying on a business through a 
permanent establishment (as defined by regula- 
tion) in Canada. : 

History: Para. (b) of the definition “taxable supplier” in subsec. 


127(9) amended by 1998, c. 19, subsec. 33(3), applicable to taxation 
years that begin after 1995. Para. (b) formerly read: 


(b) a non-resident person, or a partnership that is not a Cana- 
dian partnership, 


(i) by which the amount was payable, or 


(ii) by or for the benefit of which the amount was receiv- 
able in the course of carrying on a business through a 
permanent establishment (as defined by regulation) in 
Canada. 
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The definition “taxable supplier” added to subset; 127(9) by 1996, 
c. 21, subsec. 30(18), applicable to taxation. years that. begin after 
Loe . . 


Regulations: 8201 (permanent establishment), 


Pre-RSC History [subsec. 127(9)}: All'that portion of subsec, 
127(9) preceding the definition “approved project” amended to sub- 
stitute “In this section and section 127.1,” for “In this section,” by 
1986, c. 55, subsec. 48(4), applicable after May 23, 1985. 


The expression “scientific research and experimental development” 
substituted for “scientific research” by 1986, c. 6, subsec. 15(3), ap- 
plicable with respect to taxation years ending after May 23, 1985. 


Subsec. 127(9). amended by 1986, c...6, subsecs, 31(2) and 
71(2)—(13), to add “approved. project’, “approved project property”, 
“Cape Breton”, applicable after May 23, 1985; to add “contract pay- 
ment”, applicable with respect to expenditures made after Novem- 
ber 21, 1985, other than expenditures made after that date under the 
terms of an agreement in writing entered into on or before that date; 
to add “government assistance”, “non-government assistance”, ap- 
plicable with respect to property acquited and expenditures made 
after May 23, 1985, other than property acquired and expenditures 
made after that date under the terms of an agreement in writing en- 
tered into on or before that date;:to repeal the definition of “desig- 
nated region”, applicable in respect of property acquired in 1985 et 
seq., to amend all that portion of “certified property” preceding 
para. (a), applicable after May 23, 1985 by adding “(other than an 
approved project property)” and substituting para. (a) (for former 
version see below), applicable after 1985: to substitute para. (a) of 
“investment tax credit”, applicable after May 23) 1985 except that, 
in its application to property. acquired and expenditures made after 
May 23, 1985 under the terms of.an agreement in writing entered 
into on or before that date, para. (a) shall be read as follows: 


(a) the aggregate of all amounts each of which is the specified 
percentage of the capital cost to. him, determined without ref- 
erence to subsection 13(7.1), of a qualified property, qualified 
transportation equipment, qualified construction equipment, 
approved project property or certified, property, acquired by 
him in the year or the specified percentage of a qualified ex- 
penditure made by him in the year, determined without refer- 
ence to subsection 13(7.1), 


to add para. (e.1) to “investment tax credit”, applicable with respect 
to property acquired and expenditures made after May 23, 1985, 
other-than property acquired and expenditures made after that date 
under the terms of an agreement in writing entered:into on or before 
that date; to add paras. (j), (k) to “investment tax credit”, applicable 
with respect to acquisitions of control occurring after May 23, 1985, 
other than acquisitions of control made under the terms of an agree- 
ment in writing entered into before May 24, 1985: to amend all that 
portion of “qualified property” preceding para. (a) by adding “an 
approved project property or”, applicable after May 23, 1985; to 
amend (by subsec. 31(2)) subpara. (c)Gi) of “qualified property”, 
applicable to taxation years ending after March 1985 by adding “ex- 
tracting petroleum or natural gas, from a natural’ accumulation 
thereof’; to amend cls. (a)(ii)(B), (a)(iii)(B) and (e)(i)(B) of “speci- 
fied percentage” by» substituting “a prescribed designated. region” 
for “designated region”, applicable in tespect, of property acquired 
in 1985 et seq.; to add para. (f) to “specified percentage”, applicable 
with respect to property acquired and expenditures made after May 
23, 1985, other than property acquired and expenditures made after 
that date under the terms of an agreement in writing entered into on 
or before that date; and to add para. (g) to, “specified percentage”, 
applicable after May 23, 1985. The repealed and substituted defini- 
tions formerly read: 1 


-[“certified property”] 


(a) that was. acquired by the taxpayer after October 28, 
1980 and before 1986 and has not been used, or acquired 
for use or lease, for any purpose whatever before it was 
acquired by him, and & Y | 
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“designated region” means a region of Canada, other than the 
Province of Newfoundland, Prince Edward Island, Nova Sco- 
tia or New Brunswick or the Gaspé Peninsula, that is desig- 
nated as such under the Regional Development Incentives 
Act; 


[investment tax credit’’] 


(a) the aggregate of all amounts each of which is the 
specified percentage of the capital cost to him, deter- 
mined without reference to subsection 13(7.1), of a quali- 
fied property, qualified transportation equipment, quali- 
fied construction equipment or certified property 
acquired by him in the year or the specified percentage of 
a qualified expenditure made by him in the year, deter- 
mined without reference to subsection 13(7.1), 


Subsec. 127(9) ‘substituted by 1985, c. 45, subsec. 72(5), applicable 
to 1985 et seq., to incorporate and amend the definitions previously 
contained in subsecs. 127(9), (10) and (10.1) and to add the defini- 
tion of “specified percentage”. Subsecs. 127(9), (10) and (10.1) for- 


_ merly read: 


(9) “Investment tax credit” defined — For the purposes of 
subsections (5) to (8) and subject to subsection (11.1), “in- 
vestment tax credit” of a taxpayer at the end of a taxation 
year means the amount, if any, by which the aggregate of 


(a) an amount equal to 5% of the aggregate of all 
amounts each of which is the capital cost to him of a 
qualified property, qualified transportation equipment or 
qualified construction equipment acquired by him in the 
year or the amount of a qualified expenditure in respect 
of scientific research made by him in the year, deter- 
mined without reference to subsection 13(7.1), 


(a.1) where, after March 31, 1977, the taxpayer has ac- 
quired a qualified property primarily for use in, or made a 
qualified expenditure in respect of scientific research to 
be carried out in, the Province of Newfoundland, Prince 
Edward Island, Nova Scotia or New Brunswick or in the 
Gaspé Peninsula, an amount equal to 5% of the aggregate 
of all amounts each of which is the capital cost to him of 
that qualified property acquired by him in the year or the 
amount of that qualified expenditure made by him in the 
year, determined without reference to subsection 13(7.1), 


(a.2) where, after March 31, 1977, the taxpayer has ac- 
quired a qualified property primarily for use in, or made a 
qualified expenditure in respect of scientific research to 
be carried out in, a prescribed designated region, an 
amount equal to 21/2% of the aggregate of all amounts 
each of which is the capital cost to him of that qualified 
property acquired by him in the year or the amount of 
that qualified expenditure made by him in the year, deter- 
mined without reference to subsection 13(7.1), 


(b) an amount equal to 5% of the aggregate of all 
amounts each of which is the capital cost to him of a 
qualified property, qualified transportation equipment or 
qualified construction equipment, acquired by him, or the 
amount of a qualified expenditure in respect of scientific 
research made by him, in any of the 7 taxation years im- 
mediately preceding or the 3 taxation years immediately 
following that year, determined without reference to sub- 
section 13(7.1), 


(b.1) where, after March 31, 1977, the taxpayer has ac- 
quired a qualified property primarily for use in, or made a 
qualified expenditure in respect of scientific research to 
be carried out in, the Province of Newfoundland, Prince 
Edward Island, Nova Scotia or New Brunswick or in the 
Gaspé Peninsula, an amount equal to 5% of the aggregate 
of all amounts each of which is the capital cost to him of 
that qualified property acquired by him, or the amount of 
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that qualified expenditure made by him, in any of the 7 
taxation years immediately preceding or the 3 taxation 
years immediately following that year, determined with- 
out reference to subsection 13(7.1), 


(b.2) where, after March 31, 1977, the taxpayer has ac- 
quired a qualified property primarily for use in, or made a 
qualified expenditure in respect of scientific research to 
be carried out in, a prescribed designated region, an 
amount equal to 2'2%. of the aggregate of all amounts 
each of which is the capital cost to him of that qualified 
property acquired by him, or the amount of that qualified 
expenditure made by him, in any of the 7 taxation years 
immediately preceding or the 3. taxation years immedi- 
ately following that year, determined without reference to 
subsection 13(7.1), 


(c) an amount. equal to the aggregate of all amounts each 
of which is an amount required to be added in computing 
his investment tax credit at the end of the year by virtue 
of subsection (7) or (8), 


(d) the aggregate of all amounts each of which is an 
amount required by subsection (7) or (8) to be added in 
computing his investment tax credit at the end of any of 
the 7 taxation years immediately preceding or the 3 taxa- 
tion years immediately following that year, 


(d.1) an amount equal to 50% of the aggregate of all 
amounts each of which is the capital cost to him of certi- 
fied property acquired by him in the year, determined 
without reference to subsection 13(7.1), 


(d.2) an amount equal to 50% of the aggregate of all 
amounts each of which is the capital cost to him of certi- 
fied property acquired by him'in any of the 7 taxation 
years immediately preceding or the 3 taxation years im- 
mediately following that year, determined without refer- 
ence to subsection 13(7.1), 


(d.3) the aggregate of all amounts each of which is an 
amount required by subsection 119(9) to be added in 
computing his investment tax credit at the end of the year 
or at the end of any of the 7 taxation years immediately 
preceding the year, 


(d.4) where the taxpayer is, throughout the year, a Cana- 
dian-controlled private corporation and the aggregate of 
its taxable income for the immediately preceding taxation 
year and the taxable incomes of all corporations with 
which it was associated in the year for their taxation 
years ending in the calendar year in which the corpora- 
tion’s immediately preceding taxation year ended does 
not exceed the aggregate of the business limits (as deter- 
mined under section 125) of the corporation and the asso- 
ciated corporations for those years, the amount, if any, by 
which 


(i) 35% of the lesser of 


(A) the aggregate of all amounts each of which 
is the portion of an expenditure incurred in the 
year to which paragraph (11.1)(c) is applicable 
in the year that the taxpayer has designated in its 
return of income under this Part for the year, and 


(B) the taxpayer’s expenditure limit for the year 
exceeds 


(ii) the aggregate of all amounts each of which is an 
amount determined under paragraph (a), (a.1), (a.2), 
(b), (b.1) or (b.2) in respect of an expenditure re- 
ferred to in clause (i)(A), and 


(d.5) an amount equal to the aggregate of all amounts 
each of which is an amount required by paragraph (d.4) 
to be added in computing his investment tax credit at the 
end of any of the 7 taxation years immediately preceding 
or the 3 taxation years immediately following that year 
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exceeds the aggregate of 


(e) the aggregate of all amounts each of which is that por- 
tion of the amount deducted under subsection (5) from 
the tax otherwise payable under this Part by the taxpayer 
for a preceding taxation year that is in respect of property 
» acquired or an expenditure made in the year. or.in the 7 
taxation years immediately preceding or the 2. taxation 
years immediately following the year, 


“(f) the aggregate of all’ amounts’ each of which is an 
amount required by subsection (6) or (7) to be deducted 
in computing his investment tax credit at the end of the 
year or at the end of any of the 7 taxation years immedi- 
ately preceding or the 3 ‘taxation years immediately fol- 
lowing the year, and WO 


(g) the aggregate of all amounts each of which is an 
amount claimed under subparagraph 192(2)(a)(ii) by the 
' taxpayer for the year of a preceding taxation year in re- 
spect of property acquired or an expenditure made in the 
year or the 7 taxation years immediately preceding the 
year. 


(10) Qualified property — For the purposes of subsection 


(9), a “qualified property” of a taxpayer means a property 
(other than a certified property) that is 


(a) a prescribed building to the extent that it is acquired 
by the taxpayer after June 23, 1975, or 


(b) prescribed machinery. and equipment. acquired by the 
taxpayer after June 23, 1975, 
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(B) manufacturing property that it sells or leases, 
(C) the lending of money, 


(D) the purchasing of conditional sales contracts, 
accounts receivable, bills of sale, chattel ‘mort- 
gages, bills of exchange or other obligations rep- 
resenting part or all of the sale price of merchan- 
dise or services, or 


(E) selling or servicing ‘a type of property that it 
.also_leases, 


or any combination thereof, and 


(ii) use of the property by the first lessee commenced 
after June 23, 1975. Beara 


(10.1) Definitions — For the purposes of subsections (9) and 
(10), 


(a) “Gaspé Peninsula” — “Gaspé Peninsula” means 


that portion of the-Gaspé region of the Province of Que- » 


bec that extends to the western border of Kamouraska 
County and includes the Magdalen Islands; 


~ (b) “prescribed designated region” — “prescribed des-"’ 


ignated region” means a region of Canada, other than the © 


» Province of Newfoundland, Prince Edward Island; Nova 

Scotia or New Brunswick or the Gaspé Peninsula, that is 

- designated as such under the Regional Development, In- 
centives Act; 

(c) “qualified expenditure” — “qualified expenditure” 

means an expenditure in respect of scientific research 

made by a taxpayer after March 31, 1977 that qualifies as 


_ an expenditure described in paragraph 37(1)(a) or subpar- 


that has not been used, or acquired for use or lease, for any ; 3 
agraph 37(1)(b)(i); but does not include 


purpose whatever before it was acquired by the taxpayer and 
that is 


~ (c) to be used by him in Canada primarily for the purpose 
of 


(i) manufacturing or processing of goods for sale or 
léasé, (7: 


(ii) operating an oil or gas well or processing heavy 
crude oil recovered from a natural reservoir in Can- 
ada to a stage that is not beyond the crude oil stage 
or its equivalent, 1 

(ili) extracting minerals from a mineral resource, 
(iv) processing, to the prime metal stage or its 
equivalent, ore.(other than iron ore) from-a mineral 
resource, 

(iv.1) processing, to the pellet stage or its equivalent, 
iron ore from a mineral resource, 

(v) exploring or drilling for petroleum or natural gas, 


(vi) prospecting or exploring for or developing a 
mineral resource, 


(vil) logging, 

(viii) farming or fishing, 

(ix) the storing of grain, or 

(x) producing industrial minerals, or 


(d) to be leased by the taxpayer, to a lessee (other than a 
person exempt from tax under section 149) who can rea- 
sonably be expected to use the property in Canada prima- 
tily for any of the purposes referred to in subparagraphs 
(C)(i) to (x), but this paragraph does not apply in respect 
of property that is a prescribed property for the purposes 
of paragraph (b), unless 
(1) the property is leased by the taxpayer in the ordi- 
nary course of carrying on a business in Canada and 
the taxpayer is a corporation whose principal busi- 
ness is i 


(A) leasing property, 
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(i) a prescribed ‘expenditure, and 


(ii) in the case of a taxpayer that is a corporation, an 
expenditure specified by the taxpayer for the pur- 
poses of clause 194(2)(a)(ii)(A): hs 
(d), “qualified transportation equipment” — “qualified 
transportation equipment” of a taxpayer means pre- 
scribed equipment acquired by him after November 16, 
1978 that has not been used,.or acquired for use or lease, 
_ for any purpose whatever before it was acquired by the 
taxpayer and that is 


(i) to be used by him principally for the purpose of 
transporting passengers, property or passengers and 
property, in Canada or to and from Canada, in the 
ordinary course of carrying on a business in Canada 
other than a business 


(A) the income from which is exempt from in- 
come tax by virtue of any provision of this Act, 
or a Vd 


(B) the income from which is not included in his 
income or, in the case of a non-resident person, 
his taxable income earned in Canada, or 


(ii) to be leased by the taxpayer, ieee 


(A) the equipment.is leased by the taxpayer in 
the ordinary course of carrying on a business in 
Canada, the income from which. is other than in- 
come referred to, in, clause. (i)(A), or. (B), to a 
lessee who can reasonably be expected to use the 
equipment principally for the purposes and 
under the circumstances referred to in subpara- 
graph (i), and 


(B) the taxpayer is.a corporation whose principal 
business is a business described in any of clauses 
127(10)1(d)1(i)1(A) to. (E), or any. combination 
thereof, or is a taxpayer whose principal business 
is passenger, property or passenger and property 
transport; 
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(e) “certified property” — “certified property” of a tax- 
payer means any property described in paragraph (10)(a) 
or (b) 


(i) that was acquired by the taxpayer after October 
28, 1980 and before 1986 and has not been used, or 
acquired for use or lease, for any purpose. whatever 
before it was acquired by him, and 


(ii) that is part of a facility as defined for the pur- 
poses of the Regional Development Incentives Act 
and was acquired primarily for use by the taxpayer in 
a prescribed area; and 


(f) “qualified construction equipment” — “qualified 
construction equipment” of a taxpayer means prescribed 
equipment acquired by him after April 19, 1983 that has 
not been used, or acquired for use or lease, for any pur- 
pose whatever. before its acquisition by him and that is 


(i) to be used by the taxpayer principally for the pur- 
pose of construction in Canada in the course of car- 
rying on a business other than a business 


(A) the income from which is exempt from in- 
come tax by virtue of any provision of this Act, 
or 


(B) the income from which is not included in his 
income or, in the case of a non-resident person, 
in his taxable income earned ‘in Canada, or 


(ii) to be leased by the taxpayer, if 


(A) the equipment is leased by the taxpayer in 
the ordinary course of carrying on in Canada a 
business the income from which is other than in- 
come referred to in clause (i)(A) or (B), to.a 
lessee who can reasonably be expected to use the 
equipment principally for the purpose referred to 
in subparagraph (i), and 


(B) the taxpayer is a corporation whose principal 
business is a business described in any of clauses 
127(10)1(d)1(@)1(A) to (E) or in any combina- 
tion thereof; or is a taxpayer whose principal 
business is a construction business. 


Selected Cases [subsec. 127(9)]: McMynn v. R., [1997] 3 
C.T.C. 16 (FCTD) (“Use” is direct use by taxpayer claiming ITC, 
not rental to others for their use); Minicom Data Corp. v. Canada, 
[1992] 2 C.T.C. 2196 (TCC) (Interest on money borrowed to ac- 
quire head office site not prescribed scientific research and experi- 
mental development expense); Mother’s Pizza Parlour et al. v. The 
Queen, [1988] 2 C.T.C. 197 (FCA) (Investment tax credit refused 
where building not used “primarily” for processing of goods); Lor- 
Wes Contracting Ltd. v. The Queen, [1985] 2 C.T.C. 79 (FCA) (In- 
vestment tax credit allowed when subcontractor’s work integral and 
necessary part of contract); Halliburton Services Ltd. v. The Queen, 
[1985] 2 C.T.C. 52 (FCTD) (Investment tax credit allowed on con- 
tractor’s movable equipment); Bunge of Canada Ltd. v. The Queen, 
[1984] C.T.C. 284 (FCA) (Loading systems in grain elevators 
“qualified property” for investment tax credit). 


Pre-RSC History [former subsec. 127(9)]: Below is the his- 
tory of subsec. 127(9) prior to the amendment by 1985, c. 45. 
Paras. 127(9)(d.4), (d.5) added by 1984, c. 45, subsec. 43(1), appli- 
cable to expenditures made in 1985 et seq. 

Paras. 127(9)(a)—(b.2), (d), (d.2), (e), (f) substituted and paras, (d.3), 
g) added by 1984, c. 1, subsecs. 72(3)(7). Paras. 127(9)(a)—(b.2), 
(d.2), (e)-(g), as substituted, applicable with respect to property ac- 
quired and expenditures made after April 19, 1983, except that 


(a) para. 127(9)(d.3) is applicable to 1983 et seq.; and 


(b) for the 1983 taxation year, the reference in subsec. 127(9) to 
“3 taxation years” shall be read as a reference to “2 taxation 
years”; 


S. 127(9). 


para. (d) applicable with, respect to amounts allocated to a taxpayer 
under subsec. 127(7) or (8) in respect of property acquired and ex- 
penditures made after April 19, 1983. Para. 127(9)(a) substituted to 
add “or qualified construction equipment”; ‘tech cr ligitengiiars 2), 
(d), (d.2), (e) and (f) formerly read: 


(b) an amount equal to 5% of the aggregate of all amounts — 
each of which is the capital cost to him of a qualified property 
or qualified transportation equipment acquired by him in any 
of the 5 immediately preceding taxation years or the amount 
of a qualified expenditure in respect of. scientific research 
made by him in any of the 5 immediately. preceding taxation 
years, determined without reference to subsection 13(7.1), 


(b.1) where, after March 31, 1977, the taxpayer has acquired 
a qualified property primarily for use in, or made a qualified 
expenditure in respect of scientific research to be carried out 
in, the Province of Newfoundland, Prince Edward Island, 
Nova Scotia or New Brunswick or in the Gaspé Peninsula, an 
amount equal to 5% of the aggregate of all amounts each of 
which is the capital cost to him of that qualified property ac- 
quired by him in any of the 5 immediately preceding taxation 
years or the amount of that qualified expenditure made by 
him in any of the 5 immediately: preceding taxation years, de- 
termined without reference to subsection 13(7.1), 


(b.2) where, after March 31, 1977, the taxpayer has acquired 
a qualified property primarily for use in, or made a qualified 
expenditure in respect of scientific research to be carried out 
in, a prescribed designated region, an amount equal to 2'/2% 
of the aggregate of all amounts each of which is the capital 
cost to him of that qualified property acquired by him in any 
of the 5 immediately preceding taxation years or the amount 
of that qualified expenditure made by him in any of the 5 im- 
mediately preceding taxation years, aesormatiee without refer- 
ence to subsection 13(7.1), 


ee eee 


(d) the aggregate of all amounts each of which is an amount 
required to be added in computing his investment tax credit at 
the end of any of the five immediately preceding taxation 
years by virtue of subsection (6) or (7). 


(d.2) an amount equal to 50% of the aggregate of all amounts 
each of which is the capital cost to him of certified property 
acquired by him in any of the 5 immediately preceding taxa- 
tion years, determined without reference to subsection 
13(7.1), 


(e) the aggregate of all amounts each of which is that portion 
of the amount deducted under subsection (5) from the tax for 
the year otherwise payable under this Part by the, taxpayer for 
any of the 5 immediately. preceding taxation years that is in 
respect of qualified property, qualified transportation equip- 
ment or certified property acquired by him in those years or a 
qualified expenditure in respect of scientific research made 
by him in those years 


(f) the aggregate of all amounts each of which is an amount 
‘required to be deducted in computing his investment tax 
credit at the end of the year or at the end of any of the five 
immediately preceding taxation years by virtue of subsection 
(6) or (7). 


Paras, 127(9)(d.1), (d.2) added, (e) substituted by 1980-81-82-83, c. 
48, subsecs. 73(1), (2), applicable, as to paras. 127(9)(d.1), (d.2), in 
respect of property acquired after October 28, 1980, and, as to para. 
127(9)(e), after November 16, 1978. Para. 127(9)(e) formerly read: 


(e) the aggregate of all amounts each of which is that portion 
of the amount deducted under subsection (5) from the tax for 
the year otherwise payable under this Part by the taxpayer for 
any of the 5 immediately preceding taxation years that is in 
respect of qualified property acquired by him in those years 
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or a qualified expenditure in’ respect of scientific research 
made by him in those years, and 


All that portion of subsec.. 127(9) preceding para. (a.1), para. 
127(9)(b) substituted by 1979, c. 5, subsecs. 40(1), (2), applicable in 
respect of qualified property and qualified transportation equipment 
acquired after November 16, 1978 and in respect of qualified ex- 
penditures incurred after November 16, 1978. That portion and 
para. 127(9)(b) formerly read: 


(9) For the purposes of subsections (5) to (8), “investment tax 
credit” of'a taxpayer at the end of a taxation year means the 
amount, if any, by which the aggregate of 


(a) an amount equal to 5% of the aggregate of all 
amounts each of which is the capital cost to him of a 
qualified property acquired by him in the year or the 
amount of a qualified expenditure in respect of scientific 
research made by him in the year, determined without 
reference to subsection 13(7.1), 


(b) an-amount equal to 5% of the aggregate of all 
amounts each of which is the capital cost to him of a 
qualified property acquired by him in any of the 5 imme- 
diately preceding taxation years or the amount of a quali- 
fied expenditure in respect of scientific research made by 
him in any of the 5 immediately preceding taxation years, 
determined without reference to subsection 13(7.1), 


All that portion of subsec. 127(9) preceding para. (c), para. 
127(9)(€) substituted by 1977-78, c: 1, subsecs. 61(3), (4), applica- 
ble to 1977 et seg. That portion and para. 127(9)(e) formerly read: 


(9) “Investment tax ‘credit” — For the purposes of subsec- 
tions (5) to (8), “investment tax credit” of a taxpayer at the 
end of a taxation year means the amount, if any, by which the 
aggregate of 


(a) an amount equal to.5% of the aggregate of all 
amounts. each of which is the capital cost to him of-a 
qualified. property acquired by him in the year, deter- 
mined without reference. to. subsection I3Gel): 


(b) an amount equal to 5% of the aggregate of all 
amounts. each of which is the capital cost to him of a 
qualified property acquired by him in any of the five im- 
mediately preceding taxation years, determined without 
reference to subsection 13(7.1), 


(e) the aggregate of all amounts each of which is that por- 

‘tion of the amount deducted under subsection (5) from 
the tax for the year otherwise payable under this Part by 
the taxpayer for any of the five immediately preceding 
taxation years that is in respect of qualified property ac- 
quired by him in those years) and 


Subsec..127(9) added by 1974-75-76, c. 71,-subsec. 9(1), applicable 
to 1975 et seq. 


Pre-RSC History [former subsec: 127(10)]: Below is the his- 
tory of subsec. 127(10) prior to its incorporation into subsec. 127(9) 
by 1985, 'c. 45. 


Subpara. 127(10)(c)(iv) substituted and subpara. 127(10)(c)(iv.1) 
added by 1980-81-82-83, c. 140, subsec. 89(2), applicable to taxa- 
tion years commencing after November 12, 1981. Subpara. 
127(10)(c)(iv) formerly read: 


(iv) processing, to the prime metal stage or its equivalent, ore 
from a mineral resource, 


All that portion of subsec. 127(10) preceding para. (c), subpara. 
127(10)(c)(ii) substituted by 1980-81-82-83, c. 48, subsecs. 73(3), 
(4), applicable, as to that portion, in respect of property acquired 
after October 28, 1980, and, as to subpara. 127(10)(c)(ii), in respect 
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of property acquired after the 1980 taxation year. That’ portion and 
subpara. 127(10)(c)(ii) formerly read: 


(10) For the purposes of subsection (9), a “qualified property” 
of a taxpayer means . 


(a) a prescribed building to the extent that it is acquired 
by the taxpayer after June 23, 1975, or 


(b) prescribed machinery and equipment acquired by the 
taxpayer after June 23, 1975 


that has not been used for any purpose whatever before it was 
acquired by the taxpayer and that is 
(ii) operating an oil or gas well, . | ih 
Paras. 127(10)(a), (b), subpara. 127(10)(d)Gii) substituted by 1979, 
c. 5, subsecs. 40(3), (4), applicable in respect of qualified property 
and qualified transportation equipment acquired after November 16, 
1978 and in respect of qualified expenditures incurred after Novem- 


ber 16, 1978. Paras. 127(10)(a), (b), subpara. 127(10)(d)(ii) for- 
merly read: 


(a) a prescribed building to the extent that it is 


(i) acquired by the taxpayer after June-23, 1975 and 
before July 1, 1980, or 


(il) acquired by the taxpayer after June 30, 1980, if instal- 
_ lation of the footings or other base support for the build- 
ing was commenced by the taxpayer after June 23, 1975 
and before July 1, 1980 and the building was completed 
in substantial accordance with plans and specifications 
agreed to in writing by the taxpayer before July 1, 1980; 
or ei 
(b) prescribed machinery and equipment acquired by the tax- 
payer after June 23, 1975 and before July 1, 1980 


(ii) use of the property by the first lessee commenced after 
June 23, 1975 and before July 1, 1980. 


Paras. 127(10)(a), (b), all that portion of para. 127(10)(d) preceding 
subpara. (i), subpara. ' 127(10)(d)(ii) substituted, subpara. 
127(10)(c)(x) added by 1977-78, c. 1, subsecs. 61(6)—(9), applicable 
(except subpara. 127(10)(c)(x)) to. 1977. et seq., subpara. 
127(10)(c)(x). with respect to. acquisitions of property after March. 
31,1977. Paras. 127(10)(a), (b), that portion of para. 127(10)(d), 
subpara. 127(10)(d)(ii) formerly read: : 


(a) a prescribed building to the extent that it is 


(i) acquired by the taxpayer after June 23, 1975 and | 
before July 1, 1977, or iSite} 


(ii) acquired by the taxpayer after June 30, 1977, if instal- 
lation of the footings or other base support for the build- 
ing was commenced by the taxpayer after June 23, 1975 
and before July 1, 1977 and the building was completed 
in substantial accordance with plans and specifications 
agreed to in writing by the taxpayer before July 1, 1977, 
or 


(b) prescribed machinery and equipment acquired by the tax- 
payer after June 23, 1975 and before July 1, 197 Tax 


(d) to be leased by the taxpayer, to a lessee (other than a per- 
son exempt from tax under section 149) who can reasonably 
be expected to use the property in Canada primarily for any 
of the purposes referred to in subparagraph (c)(i) to (ix), but 
this paragraph does not apply in respect of property that is 
prescribed property for the purposes of paragraph (b), unless 


(1i) use of the property by the first lessee commenced af- 
ter June 23, 1975 and before July 1, 1977. 


Cl. 127(10)(d)(i)(E) added by 1976-77, c. 4, subsec. 52(3), applica- 
ble to 1975 et seg. 
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Subsec. 127(10) added by 1974-75-76, c. 71, subsec. 9(1), applica- 
| ble to 1975 et seq. 


' Pre-RSC History [former subsec. 127(10.1)]: Below is the 
history of subsec. 127(10.1) prior to its incorporation into subsec. 
| 127(9) by 1985, c. 45. 
| Para. 127(10.1)(c) substituted and para. 127(10.1)(f) added by 1984, 
c. 1, subsecs. 72(8), (9). Para. 127(10.1)(c), as substituted, applica- 
ble with respect to expenditures made after April 19, 1983, formerly 
read: 
(c) “qualified expenditure” — “qualified expenditure” 
means an expenditure in respect of scientific research made 
by a taxpayer after March 31, 1977 that qualifies as an expen- 
diture described in paragraph 37(1)(a) or subparagraph 
37(1)(b)(@), but does not include a prescribed expenditure; 


All that portion of subsec. 127(10.1) preceding para. (a), all that 


portion of para. 127(10.1)(d) preceding subpara. (1) substituted, 
para. 127(10.1)(e) added by 1980-81-82-83, c. 48, subsecs. 


73(5)(7), applicable in respect of property acquired after October 


28, 1980. Those portions formerly read: 


(10.1) For the purposes of subsection (9), 


(d) “qualified transportation equipment” of a taxpayer 
means prescribed equipment acquired by him after No- 
vember 16, 1978 that has not been used for any purpose 
whatever before it was acquired by the taxpayer and that 
is 
Paras. 127(10.1)(c) substituted, (d) added by 1979, c. 5, subsec. 
40(5), applicable in respect of qualified property and qualified 
transportation equipment acquired after November 16, 1978 and in 
respect of qualified expenditures incurred after November 16, 1978. 
Para. 127(10.1)(c) formerly read: 


(c) “qualified expenditure” means an expenditure in respect | 
of scientific research made by a taxpayer after March 31, 
1977 and before July 1, 1980 that qualifies as an’expenditure 
described in paragraph 37(1)(a) or subparagraph 37(1)(b)(i), 
but does not include a prescribed ‘expenditure. 
Subsec. 127(10.1) added by 1977-78, c. 1, subsec. 61(10), applica- 
ble to 1977 et seq. 


(9.1) Control acquired before the end of the 
year — Where a taxpayer is a corporation the con- 
trol of which has been acquired by a person or group 
of persons (each of whom is in this subsection re- 
ferred to as the “purchaser”’) at any time (in this sub- 
section referred to as “that time”) before the end of a 
taxation year of the corporation, the amount deter- 
mined for the purposes of paragraph (j) of the defini- 
tion “investment tax credit’? in subsection (9) is the 
amount, if any, by which 
(a) the amount, if any, by which 
(i) the total of all amounts added in computing 
its investment tax credit at the end of the year 


in respect of a property acquired, or an expen- 
diture made, before that time 


exceeds 
(ii) the total of all amounts each of which is an 
amount 
(A) deducted in computing its investment 
tax credit at the end of the year under para- 
graph (f) or (g) of the definition “invest- 
ment tax credit” in subsection (9), or 


(B) deducted in computing its investment 
tax credit at the end of the taxation year 
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immediately preceding the year under par- 
agraph (i) of that definition, 
to the extent that the amount may reasonably 
be considered to have been so deducted in re- 
spect of a property or expenditure in respect 
of which an amount is included in subpara- 
graph (i) 
exceeds the total of 
(b) [Repealed under former Act] 


(c) the amount, if any, by which its refundable 
Part. VII tax on hand at the end of the year ex- 
ceeds the total of all amounts each of which is an 
amount designated under subsection 192(4) in re- 
spect of a share issued by it 


(i) in the period commencing one month 
before that time and ending at that time, or 


(11) after that time, 
and before the end of the year, and 


(d) that proportion of the amount that, but for 
subsections (3) and (5) and sections 126, 127.2 
and 127.3, would be its tax payable under this 
Part. for the year that, 


(i) where throughout the year the corporation 
carried on a particular business in the course 
of which a property was acquired, or an ex- 
penditure was made, before that time in re- 
spect of which an amount is included in com- 
puting its investment tax credit at the end of 
the year, the amount, if any, by which the total 
of all amounts each of which is 


(A) its income for the year from the partic- 
ular business, or 


(B) its income for the year from any other 
business substantially all the income of 
which was derived from the sale, leasing, 
rental or development of properties or the 
rendering of services similar to the proper- 
ties sold, leased, rented or developed, or 
the services rendered, as the case may be, 
by the corporation in carrying on the par- 
ticular business before that time 

exceeds | 
(C) the total of all amounts each of which 
is an amount deducted under paragraph 
111(1)(a) or (d) for the year by the corpo- 
ration in respect of a non-capital loss or a 
farm loss, as the case may be, for a taxa- 
tion year in respect of the particular busi- 
ness or the other business, 

is of the greater of 

(ii) the amount determined under subpara- 

graph (i), and 

(iii) its taxable income for the year. 


Related Provisions: 249(4) — Deemed year-end on change of 
control; 256(7)—(9) — Whether control acquired. 


Pre-RSC History: That portion of subsec. 127(9.1) preceding 
para. (a) amended by 1987, c. 46, subsec. 46(2), to substitute “the 
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control of which” for “control of which”, and “group of persons” 
for “persons”, applicable in respect of acquisitions of control occur- 
ring after January 15, 1987 other than acquisitions of control occur- 
ring before 1988 where the persons acquiring the control were 
obliged on that date to acquire the control pursuant to the terms of 
agreements in writing entered. into on or. before that date. See “Inter- 
pretation” following history of. subsec. 1279.2). 


Para. 127(9.1)(b) repealed by 1987, c. 46, subsec. 46(3), es 
in respect of acquisitions of control occurring after January 15, 1987 
other than acquisitions of control occurring before 1988 where the 
persons acquiring the control were obliged on’ that date’ to acquire 
the control pursuant to.the terms of agreements in writing entered 
into on or before that date except that, for acquisitions of control 
occurring after April 1986 and before January 16; 1987 or before 
1988 where the persons acquiring the control were obliged on Janu- 
ary 15, 1987 to acquire the ‘control pursuant to the terms of agree- 
ments in writing entered into on or before January 15, 1987, the 
references to “May 1, 1986” in the paragraph shall be read as “Janu- 
ary 1, 1989”. See “Interpretation” following history of subsec. 
127(9.2). Para.'127(9.1)(b) formerly tead: 


(b) the proportion of its refundable investment tax credit for 
the year (within the meaning assigned by subsection 
127.1(2)) that 


(i) the aggregate of all amounts each of which is an 
amount included in computing its investment tax credit at 
the \end of the year 


(A) in respect of property acquired, or an expenditure 
made, by it in the year and after April 19, 1983 and 
before the earlier of that time and May 1, 1986, or 


(B) pursuant to paragraph (b), of the definition “in- 
vestment tax credit” in subsection (9) in respect of a 
property acquired, or an expenditure made, after 
April 19, 1983 and before the earlier of that time and 
May 1, 1986 


is of 
(ii) the aggregate of all amounts each of which is an 
amount determined under subparagraph (a)(iv) or (v1) of 
the definition “refundable investment tax credit” in sub- 
section 127.1(2) in respect of the corporation. for the year, 


Paya. 127(9.1)(d), amended by 1987, :c. 46, subsec. 46(4), to substi- 
tute subparas. (i).to (iii) applicable in respect of acquisitions of con- 
trol occurring after January 15, 1987 other than acquisitions of con- 
trol occurring before 1988 where the persons acquiring the control 
were obliged on’ that date to acquire the control pursuant to the 
terms of agreements’ in writing entéred into on or before that date 
except that, in respect of acquisitions of control occurring before 
June 6, 1987, subparagraph 127(9. 1)(d)(i) shall be read without ref- 
erence to clause. 127(9:1)(d)(i)(C). See “Interpretation” following 
history of subsec. 127(9.2). Subparas. 127(9.1)(d)(i) to (iii) formerly 
read: 


(i) where that time is in a preceding’ taxation year and 
throughout the year the corporation: carried: on a particular 
business in the course of the carrying on of which:a property 
was acquired, or an expenditure was made, before that time in 
respect of which an amount is included in computing its in- 
vestment tax credit at the end of the year, the aggregate of all 
amounts each of which is 


(A) its income for the year from the particular business, 


(B) its income for the year from any other business sub- 
stantially all the income of which was derived from the 
sale, leasing, rental or development of properties..or the 
rendering of services similar to the properties sold, 
leased, rented or developed, or thé services rendered, as 
the case-may be, by-the corporation: in catrying on the 
particular business before that time,’ or 


(C) the amount, if any, by which the aggregate of the cor- 
poration’s taxable capital gains for the year from the dis- 
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position of property owned by the corporation ‘at that 
time, other than property that was acquired from the pur-. 
chaser or a person. who did not deal at arm’s length with .. 
the purchaser, exceeds the aggregate of the corporation’s 
allowable capital losses for the year from the disposition 
of such property, or 


(ii) where that time is in.the year, the aggregate of all 
amounts each of which is 


(A) the corporation’s income for the year from a EuSeel a1 
carried on by it before that time, . 


(B) its income for the year from any other business:sub- 
stantially all the income of which was derived: from the 
sale, leasing, rental or development of properties or’ the 
rendering of services similar to the properties sold, 
leased, rented or developed, or the services rendered, as 
the case may be, by the corporation in carrying on the 
business referred to in.clause (A), or 


(C) the amount, if any, by which the aggregate of the cor- 
poration’s taxable capital gains for the year from’ the dis-.*\ 
position of property owned by. the corporation before that 
time, other than property that was acquired from the pur- 
chaser or a person who did not deal at arm’s length with 
the purchaser, exceeds ‘the aggregate of the corporation’s 
allowable capital losses for the year from the disposition 
of such property’ 


is of 
(iii) the amount, if any, by which the corporation’s income . 
for the. year exceeds the aggregate of all amounts each of i 


which is an amount deductible by it for the year under section ; 
112 on 113. a 


Subsec. 127(9.1) added by 1986, Cri 6; subsec. 71(15), simplicabled 
with respect to acquisitions of control occurring after May 23, 1985, 

other than acquisitions of control made under the terms of an agree- 
ment in writing entered into before May 24, 1985. 


Interpretation Bulletins: IT-151R4: Scientific. ree hed and ex- 
perimental development expenditures. ; 


I.T. Technical News: No. 7 (control by ia EHUPS Rae | 
arrangement. 


Forms:.T2038.(Corp): Investment tax. credit — corporations.. 


Pre-RSC History [former subsec. 127(9. 1)]: Former. subsec. 
127(9.1) repealed by 1986, c. 6, subsec. 71(14), applicable to amal-. 
gamations occurring after May 23, 1985, and windings- up. com- 
mencing after May 23, 1985. Subsec. (9.1) formerly read: 


(9.1) Investment tax credit and employment tax credit on 
amalgamation — Where after March 31, 1977 there has 
been an amalgamation within the meaning of subsection | 
87(1) and one or more of the predecéssor corporations had an” 
investment tax credit or employment tax credit ‘for any taxa: 
tion year any portion of which was not deducted by it in.com-~- 
puting its tax otherwise payable under this Part for any taxa- 
tion year, for the purposes only of determining the investment 
tax credit and employment tax credit of the) new corporation 
for any taxation year preceding any taxation year, of the new 
corporation, the new corporation shall be deemed to be the 
same corporation as, and a continuation of, each such prede- 
cessor corporation. 


Former subsec. 127(9.1) substituted by 1977-78, c. 4, subsec.-5(1), 
to add references to employment tax credit. 


Former subsec. 127(9.1) added by 1977-78, c. 1, ‘Sibete 61(5), ap- 
plicable to 1977 et seq. 


(9.2) Control acquired after the end of the 
year — Where a taxpayer is a corporation the con- 
trol of which has been acquired by a person or group 
a persons at any time (in this subsection referred to 

“that time”) after the end of a taxation year of the 
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corporation, the amount determined for the purposes 
of paragraph (k) of the definition “investment tax 
credit” in subsection (9) is the amount, if any, by 
which 
(a) the total of all amounts each of which is an 
amount included in computing its investment tax 
credit at the end of the year in respect of a prop- 
erty acquired, or an expenditure made, after that 
time 
exceeds the total of 
(b) [Repealed under former Act] 


(c) its refundable Part VII tax on hand at the end 
of the year, and 


(d) that proportion of the amount that, but for 
subsections (3) and (5) and sections 126, 127.2 
and 127.3, would be its tax payable under this 
Part for the year that, 


(i) where the corporation acquired a property 
or made an expenditure, in the course of car- 
rying on a particular business throughout the 
portion of a taxation year that is after that 
time, in respect of which an amount is in- 
cluded in computing its investment tax credit 
at the end of the year, the amount, if any, by 
which the total of all amounts each of which 
is 

(A) its income for the year from the sean 

ular business, or ) 


(B) where the corporation carried on a par- 
ticular business in the year, its income for 
the year from any other business substan- 
tially all the income of which was derived 
from the sale, leasing, rental or develop- 
ment of properties or the rendering of ser- 
vices similar to the properties sold, leased, 
rented or developed, or the services ren- 
dered, as the case may be, by the corpora- 
tion in carrying on the particular business 
before that time 


exceeds 


(C) the total of all amounts each of which 
is an amount deducted under paragraph 
111(1)(a) or (d) for the year by the corpo- 
ration in respect of a non-capital loss or a 
farm loss, as the case may be, for a taxa- 
tion year in respect of the particular busi- 
ness or the other business 


is of the greater of 
(ii) the amount determined under subpara- 
graph (1), and 
(iii) its taxable income for the year. 


Related Provisions: 249(4) — Deemed year-end on change of 
control; 256(7)—(9) — Whether control acquired. 


Pre-RSC History: That portion of subsec. 127(9.2) preceding 
para. (a) amended by 1987, c. 46, subsec. 46(5), to substitute “the 
control of which” for “control of which”, “group of persons” for 
“persons” and “the end of a taxation year” for “the commencement 
of a taxation year”, applicable in respect of acquisitions of control 
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occurring after January 15, 1987 other than acquisitions of control 
occurring before 1988 where the persons acquiring the control were 
obliged on that date to acquire the control pursuant to the terms of 
agreements in writing entered into on or before that date: See “Inter- 
pretation” below. 


Para. 127(9.2)(b) repealed by 1987, c. 46, subsec. 46(6), applicable 
in respect of acquisitions of control occurring after January 15, 1987 
other than acquisitions of control occurring before 1988 Ghar the 
persons acquiring the control were obliged on that date to acquire 
the control pursuant to the terms of agreements in writing entered 
into on or before that date except that, for acquisitions of control 
occurring after April 1986 and before January 16, 1987 or before 
1988 where the persons acquiring the control were obliged on Janu- 
ary 15, 1987 to acquire the control pursuant to the terms of agree- 
ments in writing entered into on or before January 15, 1987, the 
references to “May 1, 1986” in the paragraph shall be read as “Janu- 
ary 1, 1989’. See “Interpretation” below. Para. 127(9.2)(b) formerly 
read: 


(b) that proportion of its refundable investment tax credit for 
the year (within the meaning assigned by subsection 
127.1(2)) that 


(i) the aggregate of all amounts each of which is an 
amount included in computing its investment tax credit at 
the end of the year 


(A) in respect of property acquired, or an expenditure 
made, by it in the year and after that: time and before 
May 1, 1986, or 


(B) pursuant to paragraph (b) of the definition “in- 
vestment tax credit” in subsection (9) in respect.of a 
property acquired or an expenditure made after that 
time and before May 1, 1986 


is of 
(ii) the aggregate of all amounts each of which is an 
amount determined under subparagraph (a)(iv).or (vi) of 
the definition “refundable investment tax credit” in sub- 
section 127.1(2) in respect of the corporation for the year, 


Para. 127(9.2)(d) amended by 1987, c. 46, subsec. 46(7), to substi- 
tute subparas, (i) to (iti), applicable in respect of acquisitions of con- 
trol occurring after January 15, 1987 other than acquisitions of con- 
trol occurring before 1988 where the persons acquiring the control 
were obliged on that date to acquire the control pursuant to the 
terms of agreements in writing entered into on or before that date 
except that, in respect of acquisitions of control occurring before 
June 6, 1987, subpara: 127(9.2)(d)(@) shall be read without reference 
to cl. 127(9.2)(d)(i)(C). See “Interpretation” below. Subparas. 
127(9.2)(d)(i) to (11) formerly read: 


(i) where that time is in the year, the aggregate of all amounts 
each of which is 


(A) the corporation’s income for the year from a business 
carried on by. it after that time, or 


(B) the amount, if any, by which the aggregate of the cor- 
poration’s taxable capital gains for the year from the dis- 
position of property after that time exceeds the aggregate 
of the corporation’s allowable capital losses for the year 
from the disposition of property after that time, or 


(ii) where that time is in a subsequent taxation year and the 
corporation acquired a property or made an expenditure, in 
the course of carrying on a particular business throughout the 
portion of a taxation year that is after that time, in respect of 
which an amount is included in computing its investment tax 
credit at the end of the year, the aggregate of 


(A) its income for the year from the particular business, 
and 


(B) where the corporation carried on the particular aid 
ness in the year, its income for the year from any other 
business substantially all the income of which was de- 
rived from the sale, leasing, rental or development of 
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properties or the rendering of services ‘similar ‘to the 
properties sold, leased, rented or developed, or the: ser- 
vices rendered, as the case may be, by the corporation in 
carrying on the particular business before that time 
is of 
(iii) the amount, if any, by which the corporation’s income 
for the year exceeds the aggregate of all amounts each of 
which is an amount deductible by it for the year under section 
112 or 113. 
Subsec. 127(9.2) added by 1986, c. 6, subsec. .71(15), applicable 
with respect to acquisitions of control occurring after May 23, 1985, 
other than acquisitions of control made under the terms of an agree- 
ment in writing entered into before May 24, 1985. 
Interpretation — “obliged to acquire or dispose of 
property or to acquire control of a corporation”: 1987, c: 
46,.s. 72 reads‘as follows: 


72. For the purposes of this Act, a person shall be considered 
not to be obliged either to acquire or dispose of property or to 
acquire control of a corporation, as the case may be, if the 
person may be excused from performing the obligation as a 
result of changes to the [Income Tax Act] affecting acquisi- 
tions or dispositions of property or acquisitions of control of 
corporations. 


Interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures. 


I.T. Technical News: No. 7 (control by a group — 50/50 
arrangement, 


Forms: T2038 (Corp): Investment tax credit — corporations. 


Pre-RSC History [former subsec. 127(9.2)]: Former subsec. 
127(9.2) repealed by 1986, c. 6, subsec. 71(14), applicable to amal- 
gamations occurring after May 23, 1985 and windings-up com- 
mencing after May 23, 1985. Subsec. (9.2) formerly read: 
(9.2) Investment tax credit and employment tax credit on 
winding-up — Where after March 31, 1977 there has been a 
winding-up within the meaning of subsection 88(1) and the 
subsidiary had an investment tax credit or employment tax 
credit for any taxation year any portion of which was not de- 
ducted by it in computing its tax otherwise payable under this 
Part for any taxation year, for the purposes only of determin- 
ing the investment tax credit and employment tax credit of 
the parent for any taxation: year preceding any taxation year 
of the parent, the parent shall be deemed to be the same cor- 
poration as, and a continuation of, the subsidiary. 


Former subsec. 127(9.2) substituted by 1977-78, c. 4; subsec. 5(1), 
to add references to employment tax credit. 


Former subsec. 127(9.2) added by 1977-78, c. 1, subsec. 61(5), ap- 
plicable to 1977 et seq. 


(10) Ascertainment of certain property — The 
Minister may 


(a) obtain the advice of the appropriate minister 
for the purposes of the Regional Development In- 
centives Act, chapter R-3 of the Revised Statutes 
of Canada, 1970, as to whether any property is 
property as described in paragraph (b) of the defi- 
nition, “certified property” in subsection (9); 

(b) obtain’a certificate from the appropriate min- 
ister for the purposes of the Regional Develop- 
ment Incentives Act certifying that any property 
specified therein is property as described in para- 
graph (b) of that definition; or 

(c) provide advice to the member of the Queen’s 
Privy Council for Canada appointed to be the 
Minister for the purposes of the Atlantic Canada 
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Opportunities: Agency Act: as to whether any 
property qualifies for certification under: the defj- 
nition “approved project property” in subsection 
(9). vit 


Pre-RSC History: Subsec. 127(10) amended by 1990, c. 1, sub- 
sec, 29(3), to substitute-“‘appropriate Minister. for the purposes of 
the Regional Development Incentives Act’ in paras. (a); (b). and 
“member of the Queen’s Privy Council for Canada appointed to be 
the Minister for the purposes of the Atlantic Canada Opportunities 
Agency Act” in para. (c), for “Minister of Regional Industrial Ex- 
pansion”, in force February 23, 1990. 


Para. 127(10)(c) added by 1987, c. 46, subsec: 46(8), applicable af- 
ter June 5, 1987. ; 


Subsec. 127(10) substituted and former subsec. 127(10) incorpo- 
rated into a revised subsec. 127(9) by 1985, c.'45, subsec. 72(6), 
applicable to 1985 et seq: Subsec. 127(10) as enacted by the said c. 
45 corresponds to the former subsec. 127(10.2).. which formerly 
read: 


¥ 


(10.2) Ascertainment of certified property— The Minister 
may 
(a) obtain the advice of the Department of Regional Eco- 
nomic Expansion as to whether any property is property 
_ as described in subparagraph (10.1)(e)(ii); or 
(b) obtain a certificate from the Minister of Regional Ec- 
onomic Expansion certifying that any property specified 
therein is property as described’ in subparagraph 
-(10.1)(e)(ii). 
Subsec. 127(10.2) (predecessor to subsec. 127(10) as enacted by 
1985, c. 45) added by 1980-81-82-83, c. 48, subsec. 73(8), applica- 
ble in respect of property, acquired after October 28, 1980. 
Selected Cases [subsec. 127(10)]: Publi-Hebdos Inc. y. Can- 
ada, [1995] 2.C.T.C. 330 (FCTD) (Free newspapers not held for 
sale or lease); Coopers & Lybrand Limited. y. Canada, [1994] 2 
C.T.C. 336 (FCA) (“For sale” does not mean “for use in repair 
process”). - os 


(10.1) Additions to investment tax credit — 
For the purpose of paragraph (e) of. the. definition 
“investment tax credit” in subsection (9), where a 
corporation was throughout a taxation year a Cana- 
dian-controlled private corporation, there shall be 
added in computing the corporation’s investment tax 
credit at the end of the year the amount that is 15% 
of the least of 


(a) such amount as the corporation claims: 


(b) the SR&ED qualified expenditure pool of the 
corporation at the end of the year; and 


(c) the corporation’s expenditure limit for the 
year. 


Related © Provisions: 88(1)(e.8) — Winding-up; 
127(10.2)-(10.4) — Expenditure limit and associated corporations; 
127(10.7) — Further additions to ITCs; 127.1(2)refundable invest- 
ment tax credit”(f)(i) — Addition to refundable ITC; 127.1{2.01) — 
Addition to refundable investment tax credit; 136 — Cooperative 
can be private corporation for purposes of 127(10.1). 


History: Subsec. 127(10.1) amended by 1996, c. 21, subsec. 
30(19), applicable to taxation years that! begin: after 1995. Subsec, 
(10.1) formerly read: 


(10.1) Additions to investment tax credit For the pur-~ 
pose of paragraph (e) of the definition “investment tax credit” ~ 
in subsection (9), where a corporation was throughout a par- 
ticular taxation year a Canadian-controlled private corpora- 
tion, there shall be added in computing the corporation’s in- 
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‘vestment tax credit atthe end of the particular year the 
amount determined by the formula 


100 


where 
A is the lesser of 


(a) the total of all expenditures described in any of 
subparagraphs (e)(iv) and (v) of the definition “spec- 
ified percentage” in subsection (9) made by the cor- 
poration in the particular year and that were desig- 
nated by it in its return of income under this Part for 
the particular year, and 


(b) the corporation’s: expenditure limit for the partic- 
ular year; and. 


B _ is the total of all amounts determined under paragraph (a) 
of the definition “investment tax credit” in subsection (9) 
‘in respect of an expenditure referred to in paragraph (a) 
of the description of A. ren Ne 


Subsec. 127(10.1) amended by..1995,.c. 3, subsec. 37(5), applicable 
to taxation years that begin after 1995. Subsec. (10.1) formerly read: 


(10.1) Additions to investment tax credit — For the pur- 
pose of paragraph (e) of the definition “investment tax credit” 
in subsection (9), where a\taxpayer was throughout a particu- 
lar taxation year a Canadian-controlled private corporation 
the taxable income of which, for the taxation year preceding 
the ‘particular year together with the taxable incomes of all 
corporations with which it was ‘associated in the particular 
year for their taxation years ending in the calendar year pre- 
ceding the calendar year in which the taxpayer’s particular 
year ended, does not exceed twice the’ total of the business 
limits (as determined under section 125) of the taxpayer and. . 
the associated corporations for those preceding years, the 
amount, if any, by which 


. (a) 35% of the lesser of 


(i) the total of all expenditures described in subpara- 

graph (e)(iv) of the definition “specified percentage”: 

in subsection (9) made by the taxpayer in the particu- 
lar year and that were designated by it in its return of 
“income under this Part for the particular year, and 


(ii) the taxpayer’s expenditure limit for the particular 
year 


exceeds, 


(b). the total of all amounts determined under paragraph 
(a) of the definition “investment tax credit” in subsection 
(9) in tespect of an expenditure referred to in subpara- 
graph (a)(i) 


shall be added in computing the taxpayer’s investment tax 
credit at the end of the particular year. 


Subsec. 127(10.1) amended by 1994, c. 8, subsec. 15(10), applica- 
ble to taxation years that begin after 1993. Subsec. (10.1) formerly 
read: ; ; 


(10.1) Addition to investment tax credit — For the pur- 
poses of paragraph (e) of the definition “investment tax 
credit” in subsection (9), where a taxpayer was throughout its 
taxation year a Canadian-controlled private corporation 
whose taxable income for the immediately preceding taxation 
year together with the taxable incomes of all corporations 
with which it was associated in the year for their taxation 
years ending in the calendar year immediately preceding ‘the 
calendar year ‘in which the corporation’s year ended does not 
exceed the total of the business limits (as determined under 


S. 127(10.2) 


section 125) of the corporation and the associated corpora- 
tions for those preceding years, the amount, if any, by which 


(a) 35% of the lesser of 


(i) the total of all expenditures described in subpara- 
graph (e)(iv) of the definition “specified percentage” 
in subsection (9) made by it in the year and that were 
designated by the taxpayer in its return of income 
under this Part for the year, and 


(ii) the taxpayer’s expenditure limit for the year 
exceeds 
(b) the total of all amounts determined under paragraph 
(a) of the definition “investment tax credit” in subsection 
(9) in respect of an expenditure referred to in subpara- 
graph (a)(1) 
shall. be, added in computing the taxpayer’s investment tax 
credit at the end of the taxation year. 
Pre-RSC History: Subsec..127(10.1) substituted and incorporated 
into a revised subsec. 127(9) by 1985, c. 45, subsec. 72(6), applica- 
ble .to 1985 et seg. Subsec. 127(10.1) as enacted by the said c, 45 


corresponds to the former para. 127(9)(d.4). See history to subsec. 
127(9) for former version of paray 127(9)(d.4). 


Forms: T2038 (Corp): Investment tax credit — corporations. 


(10.2) Expenditure limit determined — For the 


purpose of subsection (10.1), a corporation’s expen- 
diture limit for a particular taxation’ year is the 
amount determined by the formula 


4,000,000 = 10A) x —————= 
g ) $200,000 


where 
A is the greater of $200,000 and either 


(a) where the corporation is associated with 
one or more other corporations in the particu- 
lar year and the particular year ends in a cal- 
endar year, the total of all amounts each of 
which is the taxable income of the corporation 
or such an associated corporation for its last 
taxation year that ended in the preceding cal- 
endar year (determined before taking into con- 
sideration the specified future tax conse- 
quences. for that last year), or 


(b) where paragraph (a) does not apply, the 
corporation’s taxable income for its immedi- 
ately preceding taxation year (determined 
before taking into consideration the specified 
future tax consequences for that preceding 
year), and © . 


B is the total of the business limits under section 
125 for the particular year of the corporation and 
any such other corporations for the particular 
year, 


_ unless the corporation. is associated in the particular 


year with one or more other Canadian-controlled pri- 
vate corporations, in which case, except as otherwise 
provided in this section, its expenditure limit for the 
particular year is nil. | 

Related Provisions: 87(2)(00) — Effect of amalgamation, 
88(1)(e.8) — Winding-up; 125(5.1) — Elimination of business limit 
(and therefore the expenditure limit) for large corporations ; 
127(10.3)—(10.6) — Expenditure limit to be shared among associ- 
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ated corporations; 127(10.6)(c) — Short taxation Vearoi257 — 
Formula cannot calculate to less than zero. 


History: The description of A in subsec. 127(10.2) amended by 
1997, c. 25, subsec. 35(2), applicable to taxation years that begin 
after 1995. It formerly read: 


A . is the greater of 
(a) $200,000, and 


(b) the taxable income of the corporation for its pre- 
ceding taxation year or, if it is associated with one or 
more other corporations in the particular year, the 
taxable income of the corporation for its last taxation 
year ending in the preceding calendar year plus the 
taxable incomes of all such other corporations for 
their last taxation years ending in the preceding cal- 
endar year, and 


Subséc. 127(10.2) amended by 1995, c. 3, subsec. 37(5), applicable 
to taxation years that begin after 1995. Subsec. (10.2) formerly read: 


(10.2) Expenditure limit determined — For the purpose of 
subsection (10.1), a corporation’s expenditure limit for a par- 
ticular taxation year is the amount determined by the formula 


$4,000,000 — 10A 
where 
A is the greater of 
(a) $200,000, and 


(b) the total of the taxable income of the corporation 
for the taxation year preceding the particular year 
and the taxable incomes of all corporations with 
which it was associated in the particular year for 
their taxation years ending in the calendar year pre- 
ceding the calendar year in which the taxpayer’s par- 
ticular year ended, 


unless the corporation is associated in the particular year with 
one or more other Canadian-controlled private corporations in 
which case, except as otherwise provided in this section, its 
expenditure limit for the particular year is nil. 


Subsec.. 127(10.2) amended by 1994, c::8, subsec: 15(10), applica- 
ble to taxation years that begin after 1993. Subsec. (10:2) formerly 
read: 


(10.2) Expenditure limit determined — For the purposes of 
subsection (10.1), a corporation’s expenditure limit for a tax- 
ation year is $2,000,000 unless the corporation is associated 
in the year with one or more other Canadian-conttolled pri- 
vate corporations in which case, except as otherwise provided 
in this section, its expenditure limit for the year is nil. 
Pre-RSC History: Subsec. 127(10.2) substituted by 1985, c. 45, 
subsec. 72(6), applicable to 1985 et seq. Subsec. 127(10.2) as en- 
acted by the said c. 45 corresponds to the former subsec. (10.3) 
which read: 
(10.3) “Expenditure limit” determination — For the pur- 
poses of paragraph (9)(d.4), a corporation’s “expenditure 
limit” for a taxation year is $2,000,000 unless the corporation 
is associated in the year with one or more other Canadian- 
controlled private corporations in which case, except as other- 
wise provided in this section, its expenditure limit for the year 
is nil. 
Subsec. 127(10.3) (predecessor to subsec. 127(10.2)) added by 
1984, c. 45, subsec. 43(2), applicable to 1985 et seq. 
Interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures. 


(10.3) Associated corporations — If all of the 
Canadian-controlled private corporations that are as- 
sociated with each other in a taxation year file with 
the Minister in prescribed form an agreement 
whereby, for the purpose of subsection (10.1), they 
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allocate an amount to one or more of them for the 
year and the amount so allocated or the total of the 
amounts so allocated, as the case may be, does not 
exceed the amount determined for the year by the 
formula in subsection (10.2), the expenditure limit 
for the year of each of the corporations is the amount 
so allocated to it. 


History: Subsec. 127(10.3) amended by 1994, c. 8, subsec. 15(10), 
applicable to taxation years that begin after 1993. Subsec. (10.3) 
formerly read: 


(10.3). Associated corporations — If all of the Canadian- 
controlled private corporations that are associated with each 
other in a taxation year have filed with the Minister in pre- 
scribed form an agreement whereby, for the purposes of sub- 
section (10.1), they allocate an amount to one or more of 
them for the taxation year and the amount so allocated or the 
total of the amounts so allocated, as the case may be, is 
$2,000,000, the expenditure limit for the year of each of the 
corporations is the amount so allocated to it. 


Pre-RSC History: Subsec. 127(10.3) substituted ‘by 1985, c. 45, 
subsec. 72(6), applicable to 1985 et seg. Subsec. 127(10.3) as en- 
acted by the said c. 45 corresponds to the former 127(10.4) which 
read: 


(10.4) Associated corporations — Notwithstanding subsec- 
tion (10.3), if all of the Canadian-controlled private corpora- 
tions that are associated with each other in a taxation year 
have filed with the Minister in prescribed form an agreement 
whereby, for the purposes of paragraph (9)(d.4), they allocate 
an amount to one or more of them for the taxation year and’ 
the amount so allocated or the aggregate of the amounts so 
allocated, as the case may be, is $2,000,000, the annual ex- 
penditure limit for the year of each of the corporations is the 
amount so allocated to it. 


Subsec. 127(10.4) (predecessor to subsec. 127(10.3) as enacted by 
1985, c. 45) added by 1984, c. 45, subsec. 43(2), applicable to 1985 


et seq. 


Interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures. 


Forms: T2013: Agreement among associated corporations. 


(10.4) Failure to file agreement — If any of the 
Canadian-controlled private corporations that are as- 
sociated with each other in a taxation year fails to 
file with the Minister an agreement as contemplated 
by subsection (10.3) within 30 days after notice in 
writing by the Minister is forwarded to any of them 
that such an agreement is required for the purposes 
of this Part, the Minister shall, for the purpose of 
subsection (10.1), allocate an amount to-one or more 
of them for the year, which amount or the total of 
which amounts, as the case may be, shall equal the 
amount determined for the year by the formula in 
subsection (10.2), and in any such case the expendi- 
ture limit for the year of each of the corporations is 
the amount so allocated to it. 

History: Subsec. 127(10.4) amended by 1994, c. 8, subsec. 15(10), 
applicable to taxation years that begin after 1993. Subsec. (10.4) 
formerly read: 


(10.4) Failure to file agreement — If any of the Canadian- 
controlled private corporations that are associated with each 
other in a taxation year has failed to file with the Minister an 
agreement as contemplated by subsection (10.3) within 30 
days after notice in writing by the Minister has been for- 
warded to any of them that such an agreement is required for 
the purpose of any assessment of tax under this Part, the Min- 
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ister shall, for the purposes of subsection (10.1), allocate an 

- amount to one or more of them for the taxation year, which 
amount or the total of which amounts, as the case may be, 
shall equal $2,000,000, and in any such case the expenditure 
limit for the year of each of the corporations is the amount so 
allocated to it. 


Pre-RSC History: Subsec: 127(10.4) substituted by 1985, G45; 
subsec. 72(6), applicable to. 1985 et seq. Subsec. 127(10.4) as en- 
acted by the said c. 45 corresponds to former subsec: 127(10.5) 
which read: 


(10.5) Failure to file agreement — If any of the Canadian- 
controlled private corporations that are associated with each 
other in a taxation year has failed to file with the Minister an 
agreement as contemplated by subsection (10.4) within 30 
days after notice in writing by the Minister has been. for- 
warded to any of them that such an agreement is required for 
the purpose of any assessment of tax under this Part, the Min- 
-ister shall} for the purposes of paragraph (9)(d.4), allocate an 
amount to one. or more of them/for the taxation year, which 
amount or the aggregate of which amounts, as the case may 
be, shall equal $2,000,000, ‘and in any such case, notwith- 
standing subsection (10,3), the expenditure limit forthe year 
of each of the corporations is the amount so allocated to it. 


Subsec. 127(10.5) (predecessor to subsec. 127(10.4) enacted by 
1985, c. 45) added: by 1984, c. 45, subsec. 43(2), applicable to 1985 
et seq. 


(10.5) [Repealed under former Act] 
Pre-RSC History: See History following subsec. 127(10.4). 


(10.6) Expenditure limit determination in 
certain cases — Notwithstanding any other provi- 
sion of this section, 


(a) where a Canadian-controlled private corpora- 
tion (in this paragraph referred to. as the “first 
corporation”) has more than one taxation year 
ending i in the same calendar year and it is associ- 
ated in two or more of those taxation years with 
another Canadian-controlled private corporation 
that has a taxation year ending in that calendar 
year, the expenditure limit of the first corporation 
for each taxation year in which it is associated 
with the other corporation ending in that calendar 
year is, subject to the application of paragraph 
(b), an amount equal to its expenditure limit for 
the first such taxation year determined without 
reference to paragraph (b); 


(b) where a Canadian-controlled private corpora- 
tion has a taxation year that is less than 51 weeks, 
its expenditure limit for the, year 1s that propor; 
tion of its expenditure limit for the year deter- 
mined without reference to this paragraph that the 
number of days in the year is of 365; and 


(c) for the purpose of subsection (10.2), where a 
Canadian-controlled private corporation has a 
taxation year that is less than 51 weeks, the taxa- 
ble income and business limit of the corporation 
for the year shall be determined by multiplying 
those amounts by the ratio that 365 is of the num- 
ber of days in that year. 


History: Para. 127(10.6)(c) added by 1995, c. 3, subsec. 37(6), ap- 
plicable to taxation years that’ begin after 1995. 


S. 127(10.7) 


Pre-RSC History [former subsec. 127(10.6)]: Former subsec. 
127(10.6) added by 1984, c. 45, subsec..43(2), applicable to 1985 et 
seq. , ae . 
Interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures. 


(10.7) Further additions to investment tax 
credit [repaid assistance] — Where a taxpayer 
has in a particular taxation year repaid an amount of 
government assistance, non-government assistance 
or a contract payment that was applied to reduce 


(a) the amount of a qualified expenditure incurred 
by the taxpayer under paragraph (11.1)(c) for a 
preceding taxation year that began before 1996, 


(b) the prescribed proxy amount of the taxpayer 
under paragraph (11.1)(f) for a preceding taxation 
year that began before 1996, 0) a 


(c) a qualified expenditure incurred by the tax- 
payer under any of subsections (18) to (20) for a 
preceding taxation year, 


there shall be added to the amount Gheni ine deter- 
mined under subsection (10.1) in respect of the tax- 
payer for the particular year the amount, if anny, by 
which 


(d) the amount that would have been determined 
‘under subsection (10.1) in respect of the taxpayer 
for that preceding year if subsections (11.1) and 
(18)to (20) had not applied in respect of the gov- 
ernment assistance, non-government assistance or 
contract payment, as the case may be, to the ex- 
tent of the amount so. repaid, 


exceeds 


(e) the. amount determined under subsection 
(10. 1) in respect of the taxpayer for that ibaa 
ing year. 


Related: Provisions: 
ment tax credits. 


History: Subsec. 127(10.7) amended by 1996, c. 21, subsec. 


127(10.8) — Further additions to invest- 


30(20), applicable to taxation years’ that begin after 1995. Subsec. 


(10.7) formerly read: 


(10.7) Further additions to investment tax credits [repaid 
assistance] — Where a taxpayer has in a particular taxation 
year repaid an amount of government assistance, non-govern- 
ment assistance or a contract payment that had, because of 
subsection (11.1), resulted-in a reduction of the amount of a 
qualified expenditure for a preceding taxation, year, there 
shall be added to the amount otherwise determined under sub- 
section (10.1) in respect of the taxpayer for the particular year 
the amount, if any, by which 


(a) the amount that would have been determined under 
subsection (10.1) in respect of the taxpayer for that pre- 
ceding year if subsection (11.1) had not applied in re- 
spect of the government assistance, non-government as- 

’ sistance or contract payment, as the ‘case may be, to the 
extent of the amount so repaid, 


exceeds 


(b) the amount determined under subsection (10:1) in re- 
spect of the taxpayer for that preceding year... 


Subsec. '127(10.7) added by 1994, c. 7, Sch. I (1991, c. 49), subsec. 
104(5), applicable to amounts repaid: after May 23, 1985. 
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(10.8) Further additions to investment tax 
credit [expired assistance] — For the purposes 
of paragraph (e.1) of the definition “investment tax 
credit” in subsection (9), subsection (10.7) and para- 
graph 37(1)(c), an amount of government assistance, 
non-government assistance or a contract payment 
that 


(a) was applied to reduce 


(i) the capital cost to a taxpayer of a property 
under paragraph (11.1)(b), 


(i) the amount of a qualified expenditure in- 
curred by a taxpayer under paragraph 
(11.1)(c) for taxation years that began before 
1996, va OTE 


(iii) the prescribed proxy amount of a tax- 
payer under paragraph (11.1)(f) for taxation 
years that began before 1996, or 


(iv) a qualified expenditure incurred by a tax- 
payer under any of subsections (18) to (20), 


(b) was not received by the taxpayer, and 


(c) ceased in a taxation year to be an amount that 
the taxpayer can reasonably be expected’ to 
receive, 


is deemed to be the amount of a repayment by the 
taxpayer in the year of the government assistance, 
non-government assistance or contract payment, as 
the case: may be. I .90 

Related Provisions: 127(9)investment tax credit (é.1); ‘(e:2)+— 


Repayment of assistance; 127(9)“specified percentage”’(f) — Re- 
payment of assistance. 


History: Subsec. 127(10.8) amended by 1996, c. 21, subsec. 
30(20), applicable to taxation years that begin after 1995. Subsec. 
(10.8) formerly read: 


(10.8) Idem [expired assistance] — For the purposes of 
paragraph (e.1) of the definition “investment tax credit’-in 
subsection (9), subsection (10.7) and paragraph 37(1)(c), 
where an amount of assistance that 


(a) was applied in reduction of 


(i) the capital cost to a taxpayer of a property, be- 
cause of paragraph (11.1)(b), or 


(ii) the amount of a qualified expenditure made by a 
taxpayer, because of paragraph (11:1)(c), 
(b) was not received by the taxpayer, and 


(c) ceased in a taxation year to be an amount that the tax- 
payer can reasonably be expected to receive, 


that amount shall be deemed to.be an amount of assistance 
repaid by the taxpayer in the year. 


Subsec. 127(10.8) added by 1994, c. 7, Sch. VIII (1993,.c..24), sub- 
sec. 68(3), applicable to 1991 et seg. 


(11) Interpretation — For the purposes of the defi- 
nition “qualified property” in subsection (9), 
(a) “manufacturing or processing” does not. in- 
clude any of the activities 
(i) referred to in any of paragraphs (a) to (e) 
and (g) to (i) of the definition “manufacturing 
or processing” in subsection 125:1(3), 
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(it) that would be referred to in paragraph (f) 
of that definition if that paragraph were read 
without reference to the expression “located in 
Canada’, 


(iii) that would be referred to in paragraph (j) 
of that definition if that paragraph were read 
without reference to the expression “in Can- 
ada’’, or 


(iv) that would be referred to in paragraph (k) 
of that definition if the definition “Canadian 
field processing” in subsection 248(1) were 
read without reference to the expression “‘in 
Canada’; and 


(b) for greater certainty, the purposes referred to 
in paragraph (c) of the definition “qualified prop- 
erty” in subsection (9) do not include 


(i) storing (other than the storing of grain), 
shipping, selling or leasing finished goods, 


(ii) purchasing raw materials, 


(iii) administration, including clerical and per- 
sonnel activities, 


(iv) purchase and resale operations; 
(v) data processing, or» 


(vi) providing facilities for employees, includ- 
ing cafeterias, clinics and - recreational 
facilities. 


History: Subparas, 127(11)(a)(i) and (ii) amended, subparas. (iii) 
and (iv) added, by 1997, c. 25, subsec. 35(3), applicable to taxation 
years that begin afier 1996. Subparas. (a)(i) and (3) formerly read: 


(1) referred to in any of paragraphs (a) to (e) and (i) to (k) of 
the definition “manufacturing or processing” in subsection 
125.1(3), or ? 


(ii) that would be referred to in any of paragraphs (f) to (h) of 
that definition if those paragraphs were read without refer- 
ence to the expression “located in Canada”: and 


Para. 127(11)(a)-substituted by 1994, c. 7, Sch. H-(1991,.¢. 49), sub- 
sec...104(6), applicable to 1990 et seg. Para. 127(11)(a). formerly 
read: 


(a) “manufacturing or processing” does not include any of the 
activities referred to in paragraphs (a). to.(k) of the definition 
“manufacturing or processing” in subsection 125.1(3); and 


Pre-RSC History: Subsec. 127(11) amended by 1985, c. 45, sub- 
sec. 72(7), applicable to 1985 ef seq., to substitute, before para. (a), 
“the purposes of the definition ‘qualified property” in Subsection 
(9)” for “the purposes of subsection (10)”; in para. (b), “referred to 
in paragraph (c) of the definition ‘qualified property’ in subsection 
(9)” for “referred to in subparagraphs .(10)(c)(i) to (x); in subpara. 
(b)(i), “selling or leasing finished goods” for “selling and leasing of 
finished goods”; in subpara. (b)(ii) “purchasing raw materials”. for 
“purchasing of raw materials’; and in subpara. (b)(v), “data process- 
ing, or” for “data. processing,and”. 


All that portion of para. 127(11)(b) preceding subpara. (i) substi- 
tuted by 1977-78, c. 1, subsec..61(11), applicable to: 1977. er seq. to 
substitute. “(x)”. for “(ix)”, 


Subsec. 127(11) added by 1974-75-76, c. 71, subséc, 9(1), applica- 
ble to 1975 et seq. 


Interpretation Bulletins: IT-411R: Meaning of “construction”. 
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(11.1) Investment tax credit — For the purposes | History: Paras. 127(11.1)(), (€) and (f) repealed by 1996, c. 21, 


of the definition “investment tax credit” in subsec- subsecs. 30(21), (22), applicable to taxation years ‘that begin after 
tiori (9) 1995. Paras. (c), (e) and (f). formerly read: 


(a) the capital cost to a taxpayer of a property 
shall be computed as if no amount were added 
thereto by virtue of section 21; 


(b) the capital cost to a taxpayer of a property 
shall be deemed to be the capital cost to the tax- 
payer of the property, determined without refer- 
ence to subsections 13(7.1) and (7.4), less the 
amount of any government assistance or non- 
government assistance that can reasonably be 
considered to be in respect of, or for the acquisi- 
tion of, the property and that, at the time of the 
filing of the taxpayer’s return of income under 
this Part for the taxation year in which the prop- 
erty was acquired, the taxpayer has received, is 
entitled to receive or can reasonably be expected 
to receive; 


(c) [Repealed] 


(c.1) the amount of a taxpayer’s qualified Cana- 
dian exploration expenditure for a taxation year 
shall be deemed to be the amount of the tax- 
payer’s qualified Canadian exploration expendi- 
ture for the year as otherwise determined less the 
amount of any government assistance, non-gov- 
ernment assistance or contract payment (other 
than assistance under the Petroleum Incentives 
Program Act or the Petroleum Incentives Pro- 
gram. Act, Chapter P-4.1. of the Statutes of Al- 
berta, 1981) in respect of expenditures included 
in determining the taxpayer’s qualified Canadian 
exploration expenditure for the year that, at the 
time of the filing of the taxpayer’s return of in- 
come for the year, the taxpayer has received, is 
entitled to receive or can reasonably be expected 
to receive; and 


(d) where at a particular time a taxpayer who is a 
beneficiary of a trust or a member of a partner- 
ship has received, is entitled to receive or can rea- 
sonably be expected to receive government assis- 


(c) the amount of a qualified expenditure (other than a pre- 
scribed proxy amount or an amount determined under: para- 
graph (e)) made by a taxpayer shall be deemed to be the 
amount of the qualified expenditure, determined without ref-_ 
erence to subsections 13(7.1) and (7.4), less the amount of 
any government assistance, non-government assistance or 
contract payment that can reasonably be considered to be in 
respect of the expenditure and that, at the time of the filing of 
the taxpayer’s return of income under this Part for the taxa- 
tion year in which the expenditure was made, the taxpayer 
has received, is entitled to receive or can reasonably be ex- 
pected to receive; 


(e) the amount of a qualified expenditure made by a taxpayer 
in the taxation year ending coincidentally with the end of the 
first period (within the meaning assigned in the definition 
“first. term. shared-use-equipment” in subsection (9)) or the 
second period (within the meaning assigned in the definition 
“second term shared-use-equipment” in subsection (9)) in re- 
spect of first term shared-use-equipment or second term 
shared-use-equipment, respectively, of the taxpayer shall be 
deemed to be 1/4 of the capital cost of the equipment that 
would be determined in accordance with paragraphs (a) and 
(b) if paragraph (b) were read as 


“(b) the capital cost to a taxpayer of a property shall be 
deemed to be the capital cost to the taxpayer of the 
property, determined without reference to subsections 
13(7.1) and (7.4), less the amount of any government 
assistance, non-government assistance or contract pay- 
ment that can reasonably be considered to be in respect 
of, or for the acquisition of, the property and that, at the 
time of the filing of the return of income under this 
Part for the taxation year ending coincidentally with 
the first period, the taxpayer has received, is entitled to 
receive or can reasonably be expected to receive;”; and 


(f) the prescribed proxy amount of a taxpayer for a taxation 
year shall be deemed to be the prescribed proxy amount of 
the taxpayer for the taxation year less the amount of any gov- 
ernment assistance, non-government assistance or contract 
payment that can reasonably be considered to be in respect of 
an expenditure described in subparagraph 37(8)(a)(i1), other 
than an expenditure described in clause (B) of that subpara- 
graph, and that, at the time of the filing of the taxpayer’s re-. , 
turn of income under this Part for the taxation year in which 
the expenditure was made, the taxpayer has received, is enti- 
tled to receive or can reasonably be expected to receive. ~ 


tance, non-government assistance or a contract | paras, 127(11/1)(b), (c) amended, paras. (e), (f) added, by 1994, c. 
payment, the amount thereof that may reasonably 8, subsecs. 15(11), (12), applicable to taxation years ending after 
be considered to be in respect of, or for the acqui- | December 2, 1992. Paras. (b), (c) formerly read: 


sition of, depreciable property of the trust or part- 
nership or in respect of an expenditure by the 
trust or partnership shall be deemed to have been 
received at that time by the trust or partnership, 
as the case may be, as government assistance, 
non-government assistance or as a contract pay- 
ment in respect of the property or the expendi- 
ture, as the case may be. 


(e), (f) [Repealed] 


Related Provisions: 12(1)(x) — Payments as inducement or re- 
imbursement etc.: 127(9)“investment tax credit”(e.1), (e.2) — In- 
clusion in ITC: 127(10.7), (10.8) — Further additions to ITCs; 
248(16) — GST — input tax credit and rebate; 248(18) — GST 
repayment of input tax credit. 
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(b) the capital cost to a taxpayer of a property shall be 
deemed to be the capital cost to the taxpayer of the property, 
determined without reference to subsections 13(7.1) and 
(7.4), less the amount of any government assistance or non- 
government assistance in respect of, or for the acquisition of, 
the property that, at the time of the filing of the return of in- 
come for the taxation year in which the property was ac- 
quired, the taxpayer has received, is entitled to receive or can 
reasonably be expected to receive; 


(c) the amount of a qualified expenditure made by a taxpayer 
shall be deemed to be the amount of the qualified expendi- 
ture, determined without reference to subsections 13(7.1) and 
(7.4), less the amount of any government assistance, non-gov- 
ernment assistance or contract payment in respect of the ex- 
penditure that, at the time of the filing of the return of income 
for the taxation year in which the expenditure was made, the 
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taxpayer has received, is entitled to receive or can feasonpbly 
be expected to receive; 


Pre-RSC History: Para. 127(11.1)(c.1) added by 1986, c. 55, 
subsec. 48(16), applicable with respect to expenditures made after 
November 30, 1985. 


Subsec. 127(11.1) substituted by 1986, c. 6, subsec. 71(16), applica- 
ble with respect to property acquired and expenditures made after 
May 23, 1985, other than property acquired and expenditures made 
after that date under the terms of an agreement in writing entered 
into on or before that date. Subsec. 127(11. 1) formerly read: 


(11.1) Investment tax credit — For the purposes of the defi- 
nition “investment tax credit” in subsection (9), | 


(a) the capital cost to a taxpayer of a property shall be 
computed as if no amount were added thereto by virtue 
of section 21; and 


(b) where a taxpayer has acquired a property after 1980 
for the purpose of earning resource profits (within the 
meaning assigned by regulations made for the purposes 
of section 65), the capital cost to him of that property 
shall be computed as if the references in paragraph (a) of 
the definition to “subsection 13(7.1)” were read as refer- 
ences to “paragraph 13(7.1)(e)”. 


Former subsec. 127(11.1) repealed and substituted by an amended 
version of former subsec. 127(11.2), by 1985, c..45, subsec. 72(7), 
applicable to 1985 et seq. Former'subsec. 127(11.2) read: 


(11.2) Investment tax credit —For the purposes of subsec- 
tion (9), i 


(a) the capital cost to a taxpayer of property shall be com- 
puted as if no amount were added thereto by virtue of 
section 21; and 


(b) where a taxpayer has acquired property after’1980 for 
the purpose of earning resource profits (within thé mean- 
ing assigned by regulations made for the purposes of sec- 
tion 65), the capital cost to ‘him of that property shall be 
computed as if the references in subsection (9) to “sub- 
section 13(7.1)” were read as references to “paragraph 
13(7.1)(e)”. ; 


Subsec. 127(11.2) (predecessor to subsec. 127(11.1) as enacted by 
1985, c. 45), added by 1980-81-82-83, c. 48; subsec. 73(9): para. 
127(11.2)(a) applicable in respect of any election under s. 21’made 
in respect of a taxation year ending after October 28, 1980 and in 
respect of any election made in an amended or late-filed return filed 
after that date. 


Interpretation Bulletins [subsec. 127(11.1)]: IT-151R4: Sci- 
entific research and experimental development expenditures. 


Pre-RSC History [former subsec. 127(11.1)]:'Subsec. 
127(11.1) formerly read as follows prior to substitution by 1985,.c, 
45: 


(11.1) Application of ss. (9) after November 16, 1978 — 
In applying subsection (9) in respect of 


(a) a qualified property or qualified transportation equip- 
ment acquired after November 16, 1978, or qualified 
construction equipment acquired after April 19, 1983, the 
references in paragraphs (a) and (b) thereof to “5%”? shall 
be read as references to “7%”, the references in 
paragraphs (a.1) and (b.1) thereof to “5%” shall be read 
as references to “13%” and the references in paragraphs 
(a.2) and (b.2) thereof to “22%” shall be read as refer- 
ences to “3%”: 


(b) a qualified expenditure incurred by a taxpayer after 
November 16, 1978 and before his taxation year that in- 
cludes November 1, 1983, or a qualified expenditure in- 
curred by him in that taxation year or a subsequent taxa- 
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tion year if he deducted an amount under section 37.1 in : 
computing his i income for the year, 


(i) where the expenditure was incurred by a Cana- 
dian-controlled private corporation in a taxation year 
of the, corporation in which it is or would, if it had 
sufficient taxable income for the year, be entitled toa 
deduction under section 125 in computing its tax 
payable under this Part for the year, the references in 
paragraphs (a) and (b) thereof to “5%” shall be read 
as references to “25%” and the references: in 
paragraphs (a.1), (a.2), (b.1) and (b.2) thereof to 
“2'h%” or “5%”, as the case may be, shall be read as 
references to “0%”, and 


(ii) in any other case, the references in jaugiluee 
(a), (a.1), (b) and (b.1) thereof to “5%” shall be read 
as. references to “10%” andthe references in 
paragraphs (a.2) and (b.2) thereof to ‘2'/2%’? shall be 
read.as references. to “0%”; and. . 


(c) a qualified expenditure incurred -by a taxpayer in his 
taxation year that includes November 1, 1983 or a subse- 
quent taxation year, other than a qualified expenditure re- 
ferred to in patagraph (b), the references in paragraphs 
(a) and (b) thereof to “5%” shall be read as references to 
“20%”, the references in paragraphs (a.1) and (b.1) 
thereof to “5%” shall be read as references to “10%” and 
the references in paragraphs (a.2). and (b.2) thereof to 
“2'h%” shall be read as references to “0%”, 


Para. 127(11.1)(c) substituted by 1984, c. 45, subsec. 43(3), applica- 
ble to expenditures made in 1985 et seq. Para: 127(11.1)(c) formerly 
read: ; 


(c) a qualified expenditure incurred by a taxpayer in his taxa- 
tion year that includes November 1, 1983 or a subsequent tax- 
ation year, other than a qualified SHS pgp referred to in 
paragraph (b), 


(i) where the expenditure was incurred by a Canadian- 
controlled private corporation ina taxation year of the 
corporation in which it is or would, if it had sufficient 
taxable income for the year, be entitled to a deduction 
under section 125 in computing its tax payable under this 
Part for the year, the references in paragraphs (a) and (b) 
thereof to “5%” shall be read. as references to “35%” and 
the references in paragraphs (a.1), (a.2), (b.1) and (b.2) 
thereof to “22%” or “5%”, as the case may be; shall be 
read as references to “0%”, and 


(ii) in any other case, the references in paragraphs (a) and 
(b) thereof to “5%” shall be read as references to “20%”, 
the references in paragraphs (a.1) and (b.1) thereof to 
“5%” shall be read as references to “10%” and the refer- 
ences in paragraphs (a.2) and (b.2) thereof to “214%” 
‘shall be read as references to “0%”, 


Para. 127(11.1)(a), and all that portion of para. 127(11.1)(b) preced- 
ing subpara. (ii) substituted and para. 127(11.1)(c) added by 1984, 
c. 1, subsecs. 72(10)+(12). Subpara.. 127(11. 1)(b)G), as. substituted, 
applicable with respect to property acquired and pxpenditires made 
after April 19, 1983. Para. 127(11.1)(a) substituted to add “or quali- 
fied construction equipment acquired after April 19, 1983”. That 
portion of para. 127(11.1)(b) preceding subpara. (ii) formerly read: 


(b) a qualified expenditure incurred after November 16, 1978, 


(1) where the expenditure was incurred by a Canadian- 
controlled private corporation in a taxation year of the 
corporation in which it is or would, if it had sufficient 
taxable income for the year, be entitled to a deduction 
under subsection 125(1) in computing its tax payable 
under this Part for the year, the references in paragraphs 
(a) and (b) thereof to “5%” shall be read as references to 
“25% and the references in paragraphs (a.1), (a.2), (b.1) 
and (b.2) thereof to “22%” or “5%”, as the case. may be, 
shall be read as references to “0%”, and 
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(ii) in any other case, the references in paragraphs (a), 
(a.1), (b) and (b.1) thereof to “5%” shall be read.as refer- 
ences to “10%” and the references in paragraphs (a.2) 
and (b.2) thereof to “2'/2%” shall be read as references to 
‘0%’. 


Subsec. 127(11.1) added by 1979, c. 5, subsec. 40(6), applicable in 
respect of qualified property and qualified transportation equipment 
acquired after November 16, 1978 and in respect of qualified ex- 
penditures incurred after November 16, 1978. 


(11.2) Time of expenditure and acquisition — 
In applying subsections. (5), (7) and (8), paragraphs 
(a) and (a.1) of the definition “investment tax credit” 
in subsection (9) and section 127.1, 


(a) certified property, qualified property and first 
term shared-use-equipment are deemed not to 
have been acquired, and 


(b) expenditures incurred to acquire property de- 
scribed in subparagraph 37(1)(b)(i) are deemed 
not to have been incurred 


by a taxpayer before the property is considered to 
have become available for use by the taxpayer, de- 
termined without reference to paragraphs 13(27)(c) 
and (28)(d). 


Related Provisions: 13(26) — No CCA until property available 
for use; 37(1.2) — No R&D deduction for capital expenditure until 
property available for use; 248(19) — When property available for 
use. 


History: Subsec. 127(11.2) amended by 1996, c. 21, subsec. 
30(23), applicable to taxation years that begin after 1995. Subsec. 
(11.2) formerly read: 


(11.2) Time of expenditure and acquisition — In applying 
subsections (5), (7) and (8), paragraph (a) of the definition 
‘“<nvestment tax credit” in subsection (9) and section 127.1, 


(a) property described in subparagraph (a)(i) of the defi- 
nition “investment tax credit” in subsection (9) shall be 
deemed not to have been acquired, 


(b) property that is first term shared-use-equipment the 

"expenditure for which is a qualified expenditure included 
in subparagraph (a)(ii) of the definition “investment tax 
credit” in subsection (9) shall be deemed not to have 
been acquired, and 


(c) expenditures incurred to acquire property described in 
subparagraph 37(1)(b)(i) shall be deemed not to have 
been incurred, 


by the taxpayer before the property is considered to have be- 
come available for use by the taxpayer, determined without 
reference to paragraphs 13(27)(c) and (28)(d). 


Subsec. 127(11.2) amended by 1995, c. 3, subsec. 37(7), applicable 
to property acquired and expenditures incurred after February 21, 
1994. Subsec. (11.2) formerly read: 


(11.2) Idem — For the purposes of this section and section 
127.1, property described in subparagraph (a)(i) of the defini- 
tion “investment tax credit” in subsection (9) shall be deemed 
not to have been acquired, and expenditures made to acquire 
property described in subparagraph 37(1)(b)(i) shall be 
deemed not to have been made, by a taxpayer before the 
property is considered to have become available for use by 
the taxpayer, determined without reference to paragraphs 
13(27)(c) and (28)(d). 


Subsec. 127(11.2) added by 1994, c. 7, Sch. II (1991, c. 49), subsec. 


104(7), applicable to property acquired and expenditures made after 


1989. 


interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures. 
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Advance Tax. Ruling: ATR-44: Utilization of deductions and 
credits within a related corporate group: 


Pre-RSC History [former 127(11 2) Former subsec. 171. 2) 

repealed by’ 1988, c. 55, subsec. 106(15), applicable to 1989 et seq. 

Subsec. 127(11.2) formerly read: ~ 
(11.2) Idem — For the purposes of the definition “investment 
tax credit” in subsection (9), where a taxpayer has acquired 
an approved project property in a taxation year, in computing 
his investment tax credit for a, subsequent. taxation. year, the 
reference to “7 taxation years immediately preceding” in that 
definition shall be read as “10 taxation years immediately 
preceding” in respect of that property. 


Subsec. 127(11.2) added by 1986, c. 6, subsec. 71(16), applicable 
after May, 23, 1985, (For history of former subsec. 127(1.1.2), see 
history, under subsec. 127(11-1).) 


(11.3) Decertification of approved project 
property — For the purposes of the definition “ap- 
proved project property” in subsection (9), a prop- 
erty that has been certified by the Minister of Re- 
gional Industrial Expansion, the Minister of Industry, 
Science and Technology or the. member of the 
Queen’s. Privy Council for Canada appointed. to. be 
the Minister for the purposes of the Atlantic Canada 
Opportunities Agency Act may have its certification 
revoked by the latter Minister where 


(a) an incorrect statement was made in the fur- 
nishing of information for the purpose of. ob- 
taining the certificate, or 


(b) the taxpayer does not conform to the plan de- 
scribed in that definition, 


and a certificate that has-been so revoked shall be 
void from the time of its issue. 


Related Provisions: tia — Communication of information — 
exception. 


Pre-RSC History: That portion SB subsec: 127(11. 3) preceding 
para. (a) substituted by 1990, c.°1, subsec: 29(4), in force February 
23, 1990. That portion formerly read: 


(11.3) Approved project property — For the Bungots of the 
definition “approved project property”. in subsection (9), 4 
property that has been certified by the Minister of Regional 
Industrial Expansion. may have its. certification revoked by 
that Minister where . 


Subsec. 127(11.3) added by 1986, c. 6, subsec. 71(16), applicable 
after May 23, 1985. 


(11.4) [Repealed] 


Related Provisions: 37(12)— Parallel rule for SR&ED 
deduction. 


History: Subsec. 127(11.4) repealed by 1998, c. 19, subsec. 33(5), 
applicable to 1997 et seq. Subsec..127(11.4) formerly read: 


(11.4) Reclassified expenditures — Paragraph (m) of the 
definition “investment tax credit” in subsection (9) does not 
apply to an expenditure incurred in a taxation year by a tax- 
payer if the expenditure is reclassified by the Minister on an 
assessment of the taxpayer’s tax payable under this Part for 
the year, or on a determination that no tax under this Part is 
payable for the year by the taxpayer, as an expenditure in re- 
spect of scientific research and experimental development. 


Subsec. 127(11.4) amended by 1998,.c. 19, subsec. 33(4), applica- 
ble to 1996 et seg. Subsec. 127(11.4) formerly r read: 
(11.4) Reclassified expenditures — Paragraph (e) of the 


definition “qualified expenditure” in subsection (9) does not 
apply to an expenditure incurred in a taxation year by a tax- 
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payer where the expenditure is reclassified by the Minister on 
an assessment of the taxpayer’s tax payable under this Part 
for the year, or on a determination that no tax under this Part 
is payable for the year by the taxpayer, as an expenditure in 
respect of scientific research and experimental development. 


Subsec. 127(11.4) amended by 1996, c. 21, subsec. 30(24), applica- 
ble to taxation years: that begin after 1995. Subsec. (11.4) formerly 
read: ; 


(11.4) Reclassified expenditures — Paragraph (c) of the 
definition “qualified expenditure” in subsection (9) does not 
apply to an expenditure incurred in a taxation year by a tax- 
payer where the expenditure is reclassified by the Minister on 
an assessment of the taxpayer’s tax payable under this Part 
for the year, or on a determination that no tax under this Part 
is payable for the year by the taxpayer, as an expenditure in 
respect of scientific.research and experimental development. 


Subsec. 127(11.4) added by 1994, c. 21, subsec. 61(4), applicable 
after February 21, 1994 to expenditures incurred at any time. 


Application Policies: SR&ED 96-03: Claimants’ entitlements 
and responsibilities.. 


(11.5) Adjustments to qualified expendi- 
tures — For the purpose of the definition “qualified 
expenditure” in subsection (9), 


(a) the amount of an expenditure (other than a 
prescribed proxy amount or an amount described 
in paragraph (b)) incurred by a taxpayer in a taxa- 
tion year is deemed to be the amount of the ex- 
penditure, determined without reference to sub- 
sections 13(7.1) and (7.4) and after the 
application of subsection (11.6); and 


(b) the amount of an expenditure incurred by a 
taxpayer in the taxation year that ends coinciden- 
tally with the end of the first period (within the 
meaning assigned in the definition “first term 

' Shared-use-equipment” in subsection (9)) or the 
second period (within the meaning assigned in 
the definition “second term shared-use-equip- 
ment” in subsection (9)) in respect of first term 
shared-use-equipment or second term shared-use- 
equipment, respectively, of the taxpayer is 
deemed to be '/4 of the capital cost of the equip- 
ment determined after the application of subsec- 
tion (11.6) in accordance with the following 
rules: 


(i) the capital cost to the taxpayer shall be 
computed as if no amount were added thereto 
because of section 21, and 


(ii) the capital cost to. the taxpayer is deter- 
mined without. reference. to subsections 
13(7.1) and (7.4). 
Related Provisions: 12(1)(x)(vi) — Income inclusion from reim- 
bursement or assistance; 127(11.6) — Non-arm’s length costs. 


History: Subsec. 127(11.5) added by 1996, c. 21, subsec. 30(24), 
applicable to taxation. years that begin after 1995. 


(11.6) Non-arm’s length costs — For the pur- 
pose of subsection (11.5), where 


(a) a taxpayer would, if this Act were read with- 
out reference to subsection (26), incur at any time 
an expenditure as consideration for a person or 
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partnership (referred to in this ‘subsection as the 
supplier”) rendering a service (other than a ser- 
vice rendered by a person as an employee of the 
taxpayer) or providing a property to the taxpayer, 
and ' 


(b) at that time the taxpayer does’ not deal at 
arm’s length with the supplier, ee 


the amount of the expenditure incurred by the tax- 
payer for the service or property and the capital cost 
to the taxpayer of the property are deemed to be 


(c) in the case of a service rendered. to the tax- 
_ payer, the lesser of 


(i) the amount of the expenditure otherwise 
incurred by the taxpayer for the service, and 


(ii) the adjusted service cost to the supplier of 
rendering the service, and 


(d) in the case of a property sold to the taxpayer, 
the lesser of 


(1) the capital cost to the taxpayer of the prop- 
erty otherwise determined, and 


(ii) the adjusted selling cost to the supplier of 
the property. 
Related Provisions: 12(1)(x)(vi) — Income inclusion from reim-_ 
bursement or assistance; 127(11.7) — Meaning of adjusted selling 


cost and adjusted service cost; 127(11.8) —Interpretation: 
127(24) — Exclusion from qualified expenditure. 


History: Subsec. 127(11.6) added by 1996, c. 21, subsec. 30(24), 
applicable to expenditures incurred in taxation years that begin after 
1993 


(11.7) Definitions — The definitions in this sub- 
section apply in this subsection and subsection 
(11.6). 


“adjusted service cost” to a person or partnership 
(referred to in this definition as the “supplier”) of 
rendering a particular service is the amount deter- 
mined by the formula: 


A+~+B+C-+D-E 
where 


A is the cost to the supplier of rendering the particu- 
lar service, | 


B is the total of all amounts each of which is the 
amount, if any, by which . : 


(a) the cost to the supplier for a service (other 
than a service rendered by a person as an em- 
ployee of the supplier) rendered by a person 
or partnership that does not deal at arm’s 
length with the supplier to the extent that the 
cost is incurred for the purpose of rendering 
the particular service 


exceeds 


(b) the adjusted service cost to the person or 
partnership referred to in paragraph (a) of ren- 
dering the service referred to in that paragraph 
to the supplier, romnirts 
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C is the total of all amounts each of which is the 
amount, if any; by which 


(a) the cost to the supplier of a property ac- 
quired by the supplier from a person or part- 


nership that does not deal at arm’s length with: 


the supplier 
exceeds 


(b) the adjusted selling cost to the person. or 
partnership referred. to in paragraph (a) of the 
property, 
to the extent that the excess relates to the cost of 
rendering the particular service, 


D is the total of all amounts each of which is remu- 
neration based on profits or a bonus paid or paya- 
ble to an employee of the supplier to the extent 
that it is included in the cost to the supplier of 
rendering the particular service, and 


E_ is the total of all amounts each of which is gov- 
ernment assistance or non-government assistance 
that can reasonably be. considered to be in respect 
of rendering the particular service and that the 
supplier has received, is entitled to receive or can 
reasonably be expected to receive; 


Related Provisions: 257 — Formula cannot calculate to less than 


Zero. 


“adjusted selling cost” to a person or partnership 
(referred to in this definition as the “supplier”) of a 
property is the amount determined by the formula 


A-B 
where 
Als. 
(a) where the property is purchased from an- 
other person or partnership with which the 


supplier does not deal at arm’s length, the 
lesser of 


(i) the. cost to the supplier of the property, 
and 


(ii) the adjusted selling cost to the other 
person or partnership of the property, and 


(b) in any other case, the cost to the supplier 
of the property, 


and for the purpose of paragraph (b), 


(c) where part of the cost to a supplier of a 
particular property is attributable to another 
property acquired by the supplier from a per- 
son or partnership with which the supplier 

does not deal at arm’s length, that part of the 
cost is deemed to be the lesser of 


(i) the amount of that part of the cost oth- 
erwise determined, and 


(ii) the adjusted selling cost to the person 
or the partnership of the other property, 


(d) where part of the cost:to a supplier of a 
property is attributable to a service (other than 
a service rendered by a person as an employee 
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of the supplier) rendered to the supplier by a 
person or partnership with which the supplier 
_ does not deal at arm’s length, that part of the 

cost is deemed to be the lesser of 


- (i) the amount of that part of the cost oth- 
erwise determined, and 


(ii) the adjusted service cost to the. person 
or partnership of rendering the service, and 


(e) no part of the cost to a supplier of a prop- 
erty that is attributable to remuneration based 
on profits or a bonus paid or payable to an 
employee of the supplier seu be included, 
and? yc 


B is the total of all amounts each of which is the 
amount of government assistance or non-govern- 
ment assistance that can reasonably be considered 
to be in respect of the property and that the sup- 
plier has received, is entitled to receive or can 
reasonably be'expected to receive. 


Related Provisions: 127(11.8) — Interpretation; 257 — Formula 
cannot calculate to less than zero. 


History: Subsec. 127(11.7) added by 1996, c.'21, subsec. 30(24), 
applicable to expenditures incurred in taxation years that begin after 
1995; 


(11.8) Interpretation for non-arm’s length 
costs — For the purposes of this subsection and 
subsections (11.6).and (11.7), 


(a) the cost to'a person or partnership (referred t to 
in this paragraph as the “supplier”) of rendering a 
service or providing a property to another person 
or partnership (referred to in this paragraph as the 
“recipient”) with which the supplier does not deal 
at arm’s length does not include, 


(i) where the cost to the recipient of the ser- 
vice rendered or property provided by the sup- 
plier would, but for this paragraph, be a cost 
to. the recipient incurred in rendering a partic- 
ular service or providing a particular property 
to a person or partnership with which the re- 
cipient does not deal at arm’s length, any ex- 
penditure of the supplier to the extent that it 
would, if it were incurred by_ the recipient in 
rendering the particular service or providing 
the particular property, be excluded from a 
cost to the recipient because of this paragraph, 
and 


(ii) in any other case, any expenditure of the 
supplier to the extent that it would, if it were 
incurred by the recipient, not be a qualified 
expenditure of the recipient; 


(b) paragraph 69(1)(c) does not apply in deter- 
mining the cost of a property; and 

(c) the leasing of a property is deemed to be the 
rendering of a service. 


History: Subsec: 127(11.8) added by 1996, c. 21, subsec. 30(24), 
applicable to expenditures incurred in taxation years that begin after 
1995. 
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(12) Interpretation — For the purposes of subsec- 
tion 13(7.1), where, pursuant to a designation or an 
allocation from a trust or partnership,'an amount is 
required by subsection (7) or (8) to be added in com- 
puting the investment tax credit of a taxpayer at the 
end of the taxpayer’s taxation year, the portion 
thereof that can reasonably be considered to relate to 
depreciable property shall be deemed to'have been 
received by the partnership or trust, as the case may 
be, at the end of its fiscal period in respect of which 
the designation or allocation was made as assistance 
from a government for the acquisition of depreciable 
property. . ish 

Pre-RSC History: Subsec. 127(12) substituted by 1980-81-82-83, 
c. 140, subsec. 89(3), applicable after November 12, 1981. Subsec. 
127(12) formerly read: 


(12) For the purposes of subsection 13(7.1), where, pursuant 
to a designation or an allocation from a trust or partnership, 
an amount is required by subsection (7) or (8) to be added in 
computing the investment tax credit of a taxpayer at the end 
of his taxation year, such amount shall be deemed »to have 
been received at the end of its fiscal period in respect of 
which the designation or allocation was made by the trust or 
partnership, as the case may be, as assistance from a govern- 
ment for the acquisition of depreciable property. 


Subsec: 127(12) added by 1974-75-76, c. 71, subsec. 9(1), applica- 
ble to 1975 et seq. 


(12.1) idem — For the purposes of section 37, 
where, pursuant to a designation or an allocation 
from a trust or partnership, an amount is required by 
subsection (7) or (8) to be added in computing the 
investment tax credit of a taxpayer at.the end of the 
taxpayer’s taxation year, the portion thereof that may 
reasonably be regarded as relating to expenditures of 
a current nature in respect of scientific research and 
experimental development that are qualified expend- 
itures shall, at the end of the fiscal period of the trust 
or partnership, as the case may be, in respect of 
which the designation or allocation was made, re- 
duce the total of such expenditures of a current na- 
ture as may be claimed by the trust or partnership in 
respect of scientific research and experimental 
development. 

Pre-RSC History: The expression “scientific research and experi- 
mental development” substituted for “scientific research” by 1986, 


c. 6, subsec. 15(3), applicable with respect to taxation years ending 
after May 23, 1985. 


Subsec. 127(12.1) amended by 1985, c. 45, subsec. 72(8), applica- 
ble to 1985 et seg. to substitute “that may. reasonably be regarded as 
relating to expenditures of a current nature in respect of scientific 
research that are qualified expenditures” for “that can reasonably be 
considered to relate to expenditures of a current nature in respect of 
scientific research that are qualified expenditures (within the mean- 
ing assigned by subsection (10.1))”. 


Subsec. 127(12.1) added by 1980-81-82-83, c. 140, subsec. 89(3), 
applicable after November 12, 1981. 


(12.2) Idem — For the purposes of paragraphs 
53(2)(c), (h) and (k), where in a taxation year a tax- 
payer has deducted under subsection (5) an amount 
that may reasonably be regarded as attributable to 
amounts included in computing the investment tax 
credit of the taxpayer at the end of the year in respect 
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of property acquired, or an expénditure made, in a 
subsequent taxation year, the taxpayer shall be 
deemed to have made the deduction under that sub- 
section in that subsequent taxation year. 


Pre-RSC History: Subsec. 127(12.2) substituted by 1985, c. 45, 
subsec. 72(8), applicable to 1985 et seg. Subsec. 127(12.2) formerly 
read: 


(12.2) Idem — For the purposes of paragraphs 53(2)(c), (h) 
and (k), where in a taxation year a-taxpayer has deducted 
under subsection (5) or (6) an amount that may reasonably be 
attributable to amounts included under subsection (9) in. com- 
puting the investment tax credit of the taxpayer in respect of 
property acquired, or an expenditure made, in a subsequent 
taxation year, the taxpayer shall be deemed to have made the 
deduction under subsection (5) or. (6), as the case may be, in 
that subsequent taxation year. 


_ Subsee. 127(12.2) added by 1984, c-1, subsec. 72(13). 


(12.3) Idem — For the purposes of the determina- 
tion of J in the definition “cumulative Canadian ex- 
ploration expense” in subsection 66.1(6), where, pur- 
suant to a designation by a trust, an amount’ is 
required by subsection (7) to be added in computing 
the investment tax credit of a taxpayer at the end of 
the taxpayer’s taxation year, the portion thereof that 
can reasonably be considered to relate to a qualified 
Canadian exploration expenditure of the trust: for a. 
taxation year shall be deemed to have been received 
by the trust at the end of its taxation year in respect. 
of which the designation was made as assistance. 
from a government in respect of that expenditure. 

Related Provisions: 248(16) — GST — input tax credit and re- 


bate deemed to be assistance; 248(18) — GST — repayment of in- 
put tax credit. 


Pre-RSC History: Subsec. 127(12.3) added by 1986, c. 55, sub- 
sec. 48(17), applicable with respect to expenditures made after No- 
vember 30; 1985: 


(13) Agreement to transfer qualified expendi- 
tures — Where a taxpayer (referred to in this sub- 
section and subsections (15) and (16) as the “trans- 
feror”) and another taxpayer (referred to in this 
subsection and subsection (15) as the “transferee’’) 
file with‘ the Minister an agreement or an amended 
agreement in respect of a particular taxation year of 
the transferor, the least of 


(a) the amount specified in the agreement for the 
purpose of this subsection, 


(b) the amount that but for the agreement would 
be the transferor’s SR&ED qualified expenditure 
pool at the.end of the particular year, and 


(c) the total of all amounts each of which is an 
amount that, if the transferor were dealing at 
arm’s length with the transferee, would be a con- 
tract payment 


(i) for the performance of scientific research 
and experimental development for; or on be- 
half of, the transferee, 


(ii) that is paid by the transferee to the’ trans- 
feror on or before the day that is 180 days af- 
ter the end of the particular year, and 
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. (iii) that would. be in respect of 
(A) a qualified expenditure that 


(1) would be incurred by the transferor 
in the particular year (if this Act were 
read without reference to subsections 
(26) and 78(4)) in respect of that por- 
tion of ‘the scientific research and ex- 
perimental development that was per- 
formed at.a.time, when. the. transferor 
did not.deal at arm’s length with the 
transferee, and 


- UD) is paid by the transferor on or 
before the day that is 180 days after the 
end of the particular year, or: 


(B) an amount added because of this sub- 
section to the transferor’s SR&ED quali- 
fied expenditure pool at the end of the par- 
ticular year where >the ‘amount is 
_. attributable to an expenditure in respect of 
the scientific research and experimental 
development ) 


is deemed to be 


(d) an amount determined‘in respect of the trans- 
feror for the particular year for the purpose of de- 
termining the value. of Coin the. definition 
“SR&ED qualified expenditure pool” in subsec- 
tion (9), and 


(e) an amount determined in respect of the trans- 
feree for the transferee’s first taxation year that 
ends at or after the end of the particular year for 
the purpose of determining the: value of B in the 
definition “SR&ED qualified expenditure pool” 
in subsection (9), 


and where the total of all amounts each of which is 
an ‘amount specified in an agreement filed with the 
Minister under this subsection in respect of a particu- 
lar taxation year of a transferor exceeds the amount 
that would be the transferor’s SR&ED qualified ex- 
penditure pool at the end of the particular year if no 
agreement were filed with the Minister in respect of 
the particular year, the least. of. the amounts. deter- 
mined under paragraphs (a) to (c) in respect of each 
such agreement is deemed to be nil. 

Related Provisions: 37(1)(e)(iii) — Reduced SR&ED deduction; 
127(8)(a) — Partnership. not a person for purposes of this subsec- 
tion; 127(14) — Identification of amounts transferred as current or 
capital; 127(15) — Filing requirements; 127(16) — Anti-avoidance; 
127(17) — Assessment of other years ‘to take agreement into 
account. 


History: Subsec. 127(13) added by 1996, c. 21, subsec. 30(25), ap- 
plicable to taxation years that begin after 1995. 


Pre-RSC History: Former subsec. 127(13) repealed by 1988, c. 
55, subsec. 106(15), applicable to, 1989 et seg. Subsec, 127(13) for- 
merly read: 


(13) Employment tax credit — There may be deducted from 
the tax otherwise payable by a taxpayer under this Part for a 
taxation year an amount not exceeding his employment tax 
credit at the end of the year. 


Subsecs. 127(13) added by 1977-78, c. 4, subsec. 5(2). 


S. 127(14)(e) 


Selected Cases [subsec. 127(13)]: 4/0285 Ontario Ltd. v. 
MNR, [1985] 1 C.T.C. 2377 (TCC) (Taxpayer corporation can rely 
on confirmed Department of Employment and Immigration infor- 
mation when hiring employees to qualify for employment tax 
credits). 


Forms: T1146: Agreement to transfer qualified expenditures in- 
curred re SR&ED contracts.’ 


(14) RanUrication of amounts transferred — 
Where 


(a) a transferor and a transferee have filed an 
agreement under subsection (13) in respect of a 
taxation year of the transferor, 


(b) the agreement includes a statement identify- 
ing the amount specified in the agreement for the 
purpose of subsection (13), or a part of that 
amount, as. being related to 


(i) a particular qualified expenditure included 
in the value of A in the formula in the defini- 
tion “SR&ED qualified expenditure pool” in 
subsection (9) for the purpose of determining 
the transferor’s SR&ED qualified expenditure 
pool at the end of the year, or 


(ii) a particular amount included in the value 
of B-in the formula in that definition for the 
purpose of determining the transferor’s 
SR&ED qualified expenditure pool at the end 
of the year that is deemed by paragraph (d) to 
be a qualified expenditure, and. 


(c) the total of all amounts so identified in agree- 
ments filed by the transferor under subsection 
(13) as being related to the particular expenditure 
or the particular amount does not exceed the par- 
ticular expenditure or the particular amount, as 
the case may be, 


for the purposes of this section (other than the 
description of A in the definition “SR&ED qualified 
expenditure pool” in subsection (9)) and section 
12h 


(d) the amount so identified that is included in the 
value of B in the formula in that definition for the 
purpose of determining the transferee’s SR&ED 
qualified expenditure pool at the end of the taxa- 
tion year of the transferee is deemed to be a qual- 
ified expenditure either of a current nature or of a 
capital nature, incurred by the transferee in that 
year, where the particular expenditure or the par- 
ticular amount was an expenditure of a current 
nature or of a capital nature, as the case may be, 
and 


(e) except for the purpose of paragraph (b), the 
amount of the transferor’s qualified expenditures 
of a current nature incurred in the taxation year of 
the transferor in respect of which the agreement 
is made is deemed not to exceed the amount by 
which the amount of such expenditures otherwise 
determined exceeds the total of all amounts iden- 
tified under paragraph (b) by the transferor in 
agreements filed under subsection (13) in respect 
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_ of the year as being related'to expenditures of a 
current nature. 


History: Subsec. 127(14) added by 1996, c. 21, subsec. 30(25), ap- 

plicable to taxation years that begin after 1995. 

Pre-RSC History: Former subsec. 127(14) repealed by 1988, c. 

55, subsec. 106(15), applicable to 1989 et seg. Subsec. 127(14) for- 

merly read: 
(14) Employment tax credit of cooperative corporation — 
Where at any particular time in a taxation year a taxpayer that 
is a Cooperative corporation within the meaning assigned by 
subsection 136(2) has, as required by subsection 135(3), de- 
ducted or withheld an amount from a payment made by it to 
any person pursuant to an allocation in proportion’ to ‘pa- 
tronage, the taxpayer may deduct from the amount otherwise 
required by that subsection to be remitted to the Receiver 
General an amount not exceeding the amount, if any, by 
which # 


(a) its employment tax credit at the end of the immedi- 
ately preceding taxation year, 


‘exceeds the aggregate of 


(b) the amount ‘deducted under subsection (13) from its 
tax otherwise payable under this Part for the immediately 
' preceding .taxation year, and 


(c) the aggregate of all amounts deducted by virtue of 
this subsection from any amount otherwise required to be 
remitted by subsection 135(3) in respect’ of payments 
made by it before the particular time and in the taxation 
year, 
and the amount, if ‘any, so deducted from the amount “other- 
wise required to be remitted by subsection 135(3) 


(d) shall be ‘deducted in computing the taxpayer’s em- 
ployment tax credit at the end of the taxation year, and 


.(e) shall be deemed to have been remitted by the taxpayer 
to the Receiver General on account of tax.under this Part 
of the person to whom that payment was made. 


Subsec. 127(14) amended by. 1980-81-82-83, c. 48, s. 115,.to substi- 
tute “Receiver General” for “Receiver General of Canada”. 


Subsec. 127(14) added by 1977-78, c. 4, subsec. 2! ba be 


(15) Invalid agreements — An agreement or 
amended agreement referred. to in subsection (13) 
between a transferor and a transferee is deemed’ not 
to have been filed with the Minister for the purpose 
of that subsection where 


(a) it is not in prescribed. form; 
(b) it is not filed 


(i) on or before the transferor’s filing-due date 
for the particular taxation year to which the 
agreement relates, 


(ii) in the period within. which the transferor 
may serve a notice of objection to an assess- 
ment of tax payable under this Part for the 
particular year, or 


(iii) in the period within which the transferee 
may serve a notice of objection to an assess- 
ment of tax payable under this Part for its first 
taxation year that ends at or after the end of 
the transferor’s particular year; 


(c) it is not accompanied by, 


(i) where the transferor is a Corporation and its 
directors are legally entitled to administer its 
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affairs, a certified copy of their resolution au- 
thorizing the agreement to'be made, 


(i1) where the transferor is a corporation and 
its directors are not legally entitled to admin- 
ister its affairs, a certified copy of the docu- 
ment by which the person legally entitled to 
administer its affairs authorized the agreement 
to be made, ah} 


(iii) where the transferee is a corporation and 
its directors are legally entitled to administer 
its affairs, a certified copy of their resolution 
authorizing the agreement to be made, and 


(iv) where the transferee is a corporation and 
its directors are not legally entitled to admin- 
ister its: affairs, a certified copy of the docu- 
ment by which the person legally entitled to 
administer its affairs authorized the agreement 
to be made; or . 


_ (d) an agreement amending the agreement has 
been filed in accordance with subsection (13) and 
this subsection, except where subsection (16) ap- 
plies to the original agreement. 


History: Subsec. 127(15) added by 1996, c. 21, subsec. 30(25), ap- 
plicable to taxation years.that begin after 1995. 


Pre-RSC History [former subsec. 127(15)]: Former subsec. 
127(15) repealed’ by 1988, c. 55, subsec. 106(15), applicable to 
1989 et seq. Subsec. 127(15) formerly read: 


(15) Employment tax credit of trust — Where a taxpayer is 
a beneficiary under a trust and an amount is. determined in 
respect of the trust under subsection (16) at the end of a taxa- 
tion year of the trust, the trust may, in its return of income for 
that taxation year, designate such portion of that amount as 

may, having regard to all the circumstances including the 
terms and conditions of the trust, reasonably be considered to 
be attributable to the taxpayer and as was not designated by 
the trust in respect of any other beneficiary of the trust, and 
that portion shall be added to the employment tax credit of 
the taxpayer at the end of the taxation year of the taxpayer in 
which the taxation year of the trust ends and shall be de- 
ducted by the trust from its employment tax credit at the end 
of its taxation year. 


Subsec. 127(15) added by 1977-78, c. 4, subsec. 5(2). 


(16) Non-arm’s length parties — Where a tax- 
payer does not deal at arm’s length with another tax- 
payer as a result of a transaction, event or arrange- 
ment, or a series of transactions or events; >the 
principal purpose of which can reasonably be con- 
sidered to have been to enable the taxpayers to enter 
into an agreement referred to in subsection (13), for 
the purpose of paragraph (13)(e) the least of. the 
amounts determined under paragraphs (13)(a) to _(c) 
in respect of the agreement is deemed to be nil. 


Related Provisions: 248(10) — Series of transactions. 


History: Subsec. 127(16) added by 1996, c. 21, subsec. 30(25), ap- 
plicable to taxation years that begin after 1995. 


Pre-RSC History [former subsec. 127(16)]: Former subsec. 
127(16) repealed by 1988, c. 55, subsec. 106(15), applicable to 
1989 et seq. Subsec. 127(16) formerly read: 


(16) “Employment tax credit” defined — For the purposes 
of subsections (13) to (15) and subsections 87(2) and 88(1); 
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penditure; 127(21) — Failure to allocate; 127(23) — Partnership’s 
taxation year and filing-due date. 


History: Subsec. 127(19) added by 1996, c. 21, subsec. 30(25), ap- 
plicable to taxation years that begin after 1995. 


(20) Agreement to allocate — Where 


(a) on or before the filing-due date for a taxation 
year of a person or partnership (referred to in this 


subsection and subsection (22) as the “taxpayer”’) 


the taxpayer has received, is entitled to receive or 
can reasonably be expected to receive a particular 
amount that is government assistance, non-gov- 
ernment assistance or a contract payment that can 
reasonably be considered to be in respect of sci- 
entific research and experimental development, 


(b) subsection (19) does not apply to the particu- 
lar amount in respect of the year, and 


(c) the taxpayer and a person or partnership (re- 
ferred to in this subsection and subsection (22) as 
the “transferee”) with which the taxpayer does 
not deal at arm’s length file an agreement o 
amended agreement with the Minister, 


the lesser of | 
(d) the amount specified in the agreement, and 


(e) the total of all amounts each of which would, 


but for the agreement, be a qualified expenditure 


(1) that was incurred by the transferee in a par- 


ticular taxation year of the transferee that en- ° 


ded in the taxpayer’s taxation year, and 


(ii) that can reasonably be considered to bein 
respect of the scientific research and’ experi- 
mental development to the extent that it was 
performed by the transferee at a time when the 
transferee was not dealing at arm’s length 
with the taxpayer 


shall be applied to reduce the qualified expenditures 
otherwise determined that are described in paragraph 
(e). 

Related Provisions: 127(9)“investment tax credit”(e.1)(iv), 
(e.2)(i) — Inclusion in ITC; 127(9)“qualified expenditure”(h) — 
Exclusion from qualified expenditure; 127(17) — Assessment of 
other years to take agreement into account; 127(21) — Failure to 
allocate; 127(22) — Filing requirements; 127(23) — Partnership’ s 
taxation year and filing-due date. 


History: Subsec. 127(20) added by 1996, c. 21, subsec. 30(25), ap- 
plicable to taxation years that begin after 1995. 


Forms: T1145: Agreement to allocate assistance for SR&ED ex- 
penditures between persons not dealing at arm’s length. 


(21) Failure to allocate — Where on or before the 
filing-due date for a taxation year of a person or part- 
nership (referred to in this subsection as the “recipi- 
ent”) the recipient has received, is entitled to receive 
or can reasonably be expected to receive a particular 
amount that is government assistance, non-govern- 
ment assistance or a contract payment that can rea- 
sonably be considered to be in respect of scientific 
research and experimental development and subsec- 
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tion (19) does not apply to the particular: amount in 
respect of the year, the lesser of 


(a) the total of all amounts each of which is a 
qualified expenditure 


(i) that was incurred by a particular person or 
partnership in a taxation year of the particular 
person or partnership that ended in the recipi- 
ent’s taxation year, and 


(ii) that can reasonably be considered to be in 
respect of the scientific research and experi- 
mental development to the extent that it was 
performed by the particular person or partner- 
ship at a time when the particular person or 
partnership was not dealing at arm’s length 
with the recipient, and 


(b) the amount, if any, by which the particular 
amount exceeds the total of amounts applied for 
the year and preceding taxation years under sub- 
section (18), (19) or (20) in respect of the particu- 
lar amount | 


is deemed for the purposes of this section to be an 
amount of government assistance received at the end 
of the particular year by the particular person or part+ 
nership in respect of the scientific research and ex- 
perimental development. | 


Related Provisions: 127(23) — Partnership’s taxation year and 
filing-due date. 


History: Subsec. 127(21) added by 1996, c. 21, subsec. 30(25), ap- 
plicable to taxation years that begin after 1995: : ‘ 


(22) Invalid agreements — An agreement. or 
amended agreement referred to in. subsection (20) 
between a taxpayer and a transferee is deemed not to 
have been filed with the Minister where 


(a) it is not in prescribed form; 
(b) it is not filed 


(i) on or before the taxpayer’s filing-due date - 
for the particular taxation year to which the 
agreement relates, 


(ii) in the period within which the taxpayer’ 
may serve a notice of objection to an assess- 
ment of tax payable under this Part for the 
particular year, or 


(iii) in the period within which the transferee 
may serve a notice of objection to an assess- 
ment of tax payable under this Part for its first 
taxation year that ends at or-after the end of 
the taxpayer’s particular year; mae 


(c) it is not accompanied by, 


(i) where the taxpayer is a corporation and its 
directors are legally entitled to administer its 
affairs, a certified copy of their resolution au- 
thorizing the agreement to. be made, 


(ii) where the taxpayer is a corporation and its 
directors are not legally entitled to administer 
its affairs, a certified copy of the document by 
which the person legally entitled to administer 
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its affairs authorized the agreement to be 
made, 


(iii) where the transferee is a corporation and 
its directors are legally entitled to administer 
its affairs, a certified copy of their resolution 
authorizing the agreement to be made, and 


(iv) where the transferee is a corporation and 
its directors are not legally entitled to admin- 
ister its affairs, a certified copy of the docu- 
ment by which the person legally entitled to 
administer its affairs authorized the agreement 
to be made; or 


(d) an agreement amending the agreement has 
been filed in accordance with subsection (20) and 
this subsection. 
Related Provisions: 127(23) — Partnership’s taxation year and 
filing-due date. 


History: Subsec, 127(22) added by 1996, c. 21, subsec. 30(25), ap- 
plicable to taxation years that begin after 1995. 


(23) Partnership’s taxation year — For the pur- 
poses of subsections (18) to (22), the taxation year of 
a partnership is deemed to be its fiscal period and its 
filing-due date for a taxation year is deemed to be 
the day that would be its filing-due date for the year 
if it were a corporation. 


History: Subsec. 127(23) added by 1996, c. 21, subsec. 30(25), ap- 
plicable to taxation years that begin after 1995. 


(24) Exclusion from qualified expenditure — 
Where 


(a) a person or partnership (referred to in this 
subsection as the “first person”) does not deal at 
arm’s length with another person or partnership 
(referred to in this subsection as the “second 
person’), 


(b) there is an arrangement under which an 
amount is paid or payable by the first person to a 
person or partnership with which the first person 
deals at arm’s length and an amount is received 
or receivable by the second person from a person 
or partnership with which the second person 
deals at arm’s length, and 


(c) one of the main purposes of the arrangement 
can reasonably be considered to be to cause the 
amount paid or payable by the first person to be a 
qualified expenditure, 


the amount paid or payable by the first person is 
deemed not to be a qualified expenditure. 


Related Provisions: 127(11.6) — Non-arm’s length costs. 


History: Subsec. 127(24) added by 1996, c. 21, subsec. 30(25), ap- 
plicable to taxation years that begin after 1995. 


(25) Deemed contract payment — Where 


(a) a person or partnership (referred to in this 
subsection as the “first person”) deals at arm’s 
length with another person or partnership (re- 
ferred to in this subsection as. the “second 
person’), 
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(b) there is an arrangement under which an 
amount is paid or payable by the first person to a 
person or partnership (other than the second per- 
son) and a particular amount is received or re- 
ceivable in respect of scientific research and ex- 
perimental development by the second person 
from a person or partnership that is not a taxable 
supplier in respect of the particular amount, and 


(c) one of the main purposes of the arrangement 
can reasonably be considered to be to cause the 
amount received or receivable by the second per- 
son not to be a contract payment, 


the amount received or receivable by the second per- 
son is deemed to be a contract payment in respect of 
scientific research and experimental development. 


History: Subsec. 127(25) added by 1996, c. 21, subsec. 30(25), ap- 
plicable to taxation years that begin after 1995. 


(26) Unpaid amounts — For the purposes of sub- 
sections (5) to (25) and section 127.1, a taxpayer’s 
expenditure described in paragraph 37(1)(a) that is 
unpaid on the day that is 180 days after the end of 
the taxation year in which the expenditure 1 is other- 
wise incurred is deemed 


(a) not to have been incurred in the year; and 


(b) to be incurred at the time it is paid. 
Related Provisions: 127(11.6) — Non-arm’s length costs. 


History: Subsec. 127(26) added by 1996, c. 21, subsec. 30(25), ap- 
plicable to amounts that are incurred at any time, except that it does 
not apply to amounts that are paid on or before September 18, 1996. 


Definitions [s. 127]: “acquired” — 256(7)-(9); “active busi- 
ness” — 248(1); “adjusted selling cost”, “adjusted service cost” — 
127(11.7); “allowable capital loss” —38(b), 248(1); “amount” — 
127(11.6), 248(1); “annual investment tax credit limit’, “approved 
project”, “approved project property” — 127(9); “arm’s length” — 
251(1);. “assessment” — 248(1); “assistance” — 79(4), 125.4(5), 
248(16), (18); “associated” — 256; “at-risk amount” — 96(2.2), 
127(8.5); “available for use” — 13(27)-(32), 248(19); “bank” — 
Interpretation Act 35(1); “beneficially interested” — 248(25); “bus- 
iness” — 248(1); “calendar year” — Interpretation Act 37(1)(a); 
“Canada” — 127(9)“qualified property”(d), 255; “Canadian-con- 
trolled private corporation” — 125(7), 136(1), 248(1); “Canadian 
field processing” — 248(1); “Canadian exploration expense” — 
66.1(6); 248(1); “Canadian partnership” — 102(1), 248(1); “Cape 
Breton” — 127(9); “capital cost” — 13(7.1)-(7.4), 127(11.1)(a), 
(b); “capital gain” — 39(1)(a), 248(1); “capital property” — 54, 
248(1); “carrying on business” — 253; “certified property”, “con- 
tract payment” — 127(9), (25); “control” — 256(7)-(9); “corpora- 
tion” — 248(1), Interpretation Act 35(1); “cost”? — 127(11.8)(a); 
“credit union” — 137(6), 248(1); depreciable property” — 13(21), 
248(1); “eligible taxpayer” — 127(9); “employee”, “exempt in- 
come” — 248(1); “expenditure” — 127(11.6), (26); “farm loss” — 
111(8), 248(1); “filing-due date” — 127(23), 248(1); “first-term 
shared-use-equipment” — 127(9); “fiscal period” 
249.1; “Gaspé; Peninsula”, “government assistance” — 127(9); “in- 
curred” — 127(26); “individual” — 248(1);. “inter vivos trust” — 
108(1), 248(1); “investment tax credit” — 127(9), 248(1); “legisla- 
ture” — Interpretation Act 35(1); “limited partner” — 96(2.4), 


127(8.5); “manufacturing or processing” — 127(11)(a); “mineral 
resource”, “Minister” — 248(1); “non-capital loss” — 111(8), 
248(1); “non-government assistance”, “non-qualifying corpora- 

“non-resident” — 248(1); “official agent” — 
127(4); “oil or gas well” — 248(1); “person”, “prescribed”, “‘prop- 
erty” — 248(1); sprowinice!) — Interpretation Act 35(1); “pur- 


poses” — 127(11)(b); “qualified Canadian exploration expendi- 
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ture” — 127(9), (11.1)(c.1); “qualified construction equipment” — 
127(9); “qualified expenditure” — 127(9), (11.1)(c), 127(14),.24):; 
“qualified property”, “Qualified small-business property”, “qualified 
transportation equipment” — 127(9); “refundable Part VII tax on 
hand” — 192(3), 248(1); “registered agent”, “registered party” — 
127(4); “regulation” — 248(1); “resident in Canada” — 250; 
“SR&ED qualified expenditure pool” —127(9), (14); “scientific re- 
search and experimental development” — 37(13), 248(1); “second- 
term shared-use-equipment” —.127(9); “series. of. transactions” — 
248(10); “service” — 127(11.8)(c); “share”, “specified future tax 
consequence”, “specified member” — 248(1); “specified percent- 
age” — 127(9); “tar sands” — 248(1); “tax otherwise payable” — 
117(1), .120(4), 127(17); “tax payable” — 248(2): “taxable capital 
gain” — 38(a), 248(1); “taxable income” — 2(2), 248(1); “taxable 
income earned in Canada” — 115(1), 248(1); “taxable supplier” — 
127(9); “taxation year” —'127(23), 249; “taxpayer” + 248(1); “‘tes- 
tamentary » trust’? -—108(1),.. 248(1); “transferor? — 127(13); 
“trust?--— 104(1),.248(1),..(3); “undepreciated. capital, cost” — 
13(21), 248(1); “writing” — Interpretation Act 35(1). 


127.1 (1) Refundable investment tax credit — 
Where a taxpayer (other than a person exempt from 
tax under section 149) files 


(a) with the taxpayer's 
than a return of income filed under subsection 
70(2) or 104(23), paragraph 128(2)(f). or subsec- 
tion 150(4)) for a taxation year, or 


(b) with a prescribed form amending a return re- 
ferred to in paragraph (a) 


a prescribed form containing prescribed information, 
the, taxpayer is deemed to have paid on the tax- 
payer's balance-due day for the year an amount on 
account of the taxpayer’s tax payable under this Part 
for the year equal to the lesser of 


(c) the taxpayer’s refundable investment tax 
credit for the year, and 


(d) the amount designated by the taxpayer in the 
prescribed form: : 


Related Provisions: 13(24)+45:Aequisition of control —- limita- 
tion re calculation of refundable investment tax credit; 127014). 
Identification of amounts transferred: as current or capital ; 

127.1(3) — Refundable ITC deemed claimed under 12/5) 186+ 


Cooperative not private corporation — exception; 152(1) — As- 


sessment; 157(3)(e) — Reduction in monthly corporate instalments 
to reflect credit; 160.1 —- Where excess refunded; 164(1)(a) — Re- 
funds; 220(6) — Assignment of refund by. corporation permitted; 
256(2.1) — Anti-avoidance. 


History: Para. 127.1(1)(a) amended by 1998, c. 19, s. 147, applica- 
ble to taxation years that begin after April 26, 1995. Para. 
127:1(1)(a) formerly read: 


(a) with the taxpayer’s return of income faites than a return 
of income filed. under subsection 70(2) or 104(23), paragraph 
128(2)(e). or subsection ik under this Part for a taxation 
year, or 


The portion of subsec. 127.1(1) between paras. (b) and (c) amended 
by 1997, c. 25, subsec. 36(1), applicable to taxation years that end 
after February 22, 1994. This portion formerly read: 


a prescribed form containing prescribed information, the tax- 
payer shall be deemed to have paid, on the day on which the 
return referred to in paragraph (a)‘or the form referred to in. : 
paragraph (b), as the case may be, is filed, an amount, on ac- 

‘count of the taxpayer’s tax under this Part for the year, equal 
to the lesser of 


s return of income (other 
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Pre-RSC History: That portion of subsec..127;1(1) following 
para. (b) substituted by 1988, c. 55, subsec. 107(1), applicable to 
1983 et seq. That portion of subsec. 127.1(1) formerly read: 


a prescribed form containing prescribed information, he shall 
be deemed ‘to have paid, on the day on which the return re- 
ferred to in paragraph (a) or the form referred to in paragraph 
(b), as the case may be, is filed, an amount, on account.of his 
tax under this Part for the year, equal to his refundable invest- 
ment tax credit for the year. 


Application Policies: SR&ED 96-03: Claimants’ entitlements 


and responsibilities; SR&ED 96-05: Penalties under subsec. 
163(2)..- 


| (2) Definitions — In this section, 


“excluded corporation” fora taxation year means a 
corporation that-is, at any time in the year, 


(a) controlled directly or ee in any man- 
ner whatever, by 


(i) one or more persons exempt from tax 
under this Part by virtue of section’ 149, " 
(ii) Her Majesty in right of a province, a Ca- 
nadian municipality or aby other heplta S au) 
thority, or 


(i1i) any combination of persons “each of 
whom is a person referred to in SOPH Saree 
(i) or (ii), or © 


(b) related to any person referred to in paragraph 
(a); 


“qualifying corporation” for a particular taxation 
year that ends in a calendar year means’ ~ 


(a) a corporation that is a Canadian-controlled 
private corporation throughout the particular year 
(other than a corporation associated with another 
corporation in the particular year) the taxable in- 
come of which for its immediately preceding tax- 
ation year (determined before taking into consid- 
eration the specified future tax consequences for 
that preceding year) does not exceed:its business 
limit for that preceding year, or 


(b) a corporation that is a Canadian-controlled 
‘private corporation throughout the particular | year 
and associated with another corporation in the 
particular year, where the total of all amounts 
each of which is the taxable income of the corpo- 
ration or such an associated: corporation: for. its 
last taxation year that ended in the! preceding cal- 
endar year (determined before’ taking into consid- 

_ eration the specified future tax consequences for 
that last year) does not exceed the total of all 
amounts each of which is the business limit of the 
corporation or such an associated corporation ae 
that last year; 


Related Provisions: 87(2)(00), (00.1) — Effect of amalgama-’ 
tion; 88(1)(e.9) — Winding-up;_ 127,1(2. 01) — Additional refund- 


_ able amount for corporation that is nota qualifying corporation. 


History: The definition “qualifying corporation” in’ subsec. 
127.1(2) amended by 1997, c. 25, subsec. 36(2), oe to. taxa- 
tion years that begin after 1995; It; formerly read: } 


“qualifying corporation” fora particular taxation year. means 
a corporation that is, throughout the particular year,:a-Cana- 
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dian-controlled private corporation the taxable income of 
which for its preceding taxation year or, if it is associated 
with one or more other corporations in the particular year, the 
taxable income of the corporation for its last taxation year 
ending in the preceding calendar year plus:the taxable in- 
comes of all such other corporations for their last taxation 
years ending in the preceding calendar year, does not exceed 
the total of the business limits (as determined under section 
125) of the corporation and the other corporations for those 
preceding years, except that for a particular taxation year that 
begins before 1996 the total of the business limits shall be 
determined under section 125 as that section read in its appli- 
cation to taxation years ending before July 1994; 


The ‘definition “qualifying corporation” in subsec. 
amended by 1995, c. 3, s. 38, applicable to taxation years that end 
after June 1994. The definition formerly read: 


“qualifying corporation” for a particular taxation year means 
a corporation that is, throughout the particular year, a Cana- 
dian-controlled private corporation whose taxable income for 
the immediately preceding taxation year together with the 
taxable incomes of all corporations with which it was associ- 
“ated in the particular year for their taxation years ending in 
the calendar year immediately preceding the calendar year in 
which the particular year of the corporation ended does not 
exceed the total of the business limits (as determined under 
section, 125) of the corporation, and the associated corpora- 
tions for those. preceding. years; 


“refundable investment tax credit” of a taxpayer 
fora taxation year means, in the case of a NAYES 
who is 


(a) a qualifying corporation for the year, 
(b) an individual other than a trust, or 


(c).a trust each beneficiary of which is a person 


referred. to.in paragraph (a) or (b), 


an amount equal to 40% of the amount, if any, by 
which 


(d) the total of all amounts included in computing 
the taxpayer’s investment tax credit at the end of 
the year 


(i) in respect of property (other than qualified 
small-business property) acquired, or a quali- 
fied expenditure (other than an expenditure in 
respect of which an amount is included under 
paragraph (f) in computing the taxpayer’s re- 
fundable investment tax credit for the year) 
incurred, by the taxpayer in the year, or 


(ii) because of paragraph (b) of the definition — 


“investment tax credit” in subsection 127(9) 
in respect of a property (other than qualified 
small-business property) acquired or a quali- 
fied expenditure (other than an expenditure in 
respect of which an amount is included under 
paragraph (f) in computing the taxpayer’s re- 
fundable investment: tax. credit for the year) 
incurred 


exceeds 
(e) the total of 


(i) the portion: of the total of all amounts de- 
ducted under subsection 127(5) for the year or 
a preceding taxation year, (other than an 
amount deemed by subsection (3) to be so de- 
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ducted for the year) that can ‘reasonably: be 
considered to be in respect’ of the’ total deter- 
mined under paragraph (d), and 


(ii) the portion of the total of all amounts re- 
quired by subsection 127(6) or (7) to be de- 
ducted in computing the taxpayer’s invest- 
ment tax credit at the end of the year that can 
reasonably: be considered to be in respect of 
the total. determined under paragraph (d), 


plus, where the taxpayer is a qualifying corporation 
(other than an excluded corporation) for the year, the 
amount, if any, by which 


(f) the total of — 


_.@) the portion of the amount required by sub- 
section 127(10.1).to be. added in computing 

_ the taxpayer’s investment tax credit at the end 
of the year that is im respect of qualified ex- 
penditures (other than expenditures of a capi- 

~ tal nature) incurred by the taxpayer in the 
year, and . 


(i). all amounts determined. under paragraph 
(a.1) of the definition, “investment tax credit” 
-in: subsection 127(9) in respect of expendi- 
~ tures for wasems an 1 amount 1S included 1 in sub- 
“paragraph (i) 
exceeds 
(g) the total of 


. (i) the portion of the total of all amounts de- 
ducted by. the..taxpayer, under subsection 
127(5) for the year or a.preceding taxation 
year (other than an amount deemed by subsec- 

“tion (3) tobe so deducted for the year) that 
can reasonably bé considered to be in respect 
of the total determined under paragraph (f), 
and 


(ii) the. portion of the total of all amounts re- 
quired by subsection 127(6) to ‘be deducted in 
computing the taxpayer’s investment tax 
credit at the end of the year that can reasona- 
bly be considered to be in respect of the total 
determined. under paragraph (f). 
Related Provisions: 88(1)(e.8) — Winding-up; 127(14) — Iden- 
tification of. amounts, transferred.. as,,current or capital; 
127.1(2.01) — Addition to refundable: investment tax credit; 
256(2.1) — Anti-avoidance; 256(5.1) — Controlled directly or indi- 
rectly — control in fact. 
History: Para. (f) of the definition “refundable investment tax 
credit” in stibsec. 127.1(2) amended by 1996, c. 21, subsec. 31(1), 
applicable to taxation years that begin after 1995. Para. (f) formerly 
read: 


(f) the total of 


(i) the portion of the amount required by subsection 
127(10.1) to be added in computing the ‘taxpayer’s in- 
vestment tax credit at the end of the year that is in respect 
of. qualified expenditures (other than expenditures of a 
capital nature) incurred in the year,.and 

(ii) all amounts determined under paragraph (a) of the 
definition “investment 'tax credit” in subsection 127(9) in 
respect of expenditures for which amounts are included 
in subparagraph (i), 
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The definition “refundable investment tax credit” in subsec. 
127.1(2) amended by 1994, .c..8, subsec. 16(1), applicable to taxa- 
tion years ending after December 2, 1992. The definition formerly 
read: 


“refundable investment tax credit” for a taxation year means, 
(a) in the case of a taxpayer who is 
(i) a qualifying corporation for the year, 
(ii) an individual other than a trust, or 


(iii) a trust each beneficiary of which is a person re- 
ferred to in subparagraph (i) or (ii), 


an amount equal to 40% of the amount, if any, by which 


(iv) the total of all amounts each of which is an 
amount included in computing the taxpayer’s invest- 
ment tax credit at the end of the year 


(A) in respect of property acquired, or an expen- 
diture made (other than a qualified Canadian ex- 
ploration expenditure or an expenditure in re- 
spect of which an amount is included under 
subparagraph (vi) or.(b)(ii) in computing the tax- 
payer’s refundable investment tax credit for the 
year), by the taxpayer in the year and after April 
19, F983, 


(B) pursuant to paragraph (b) of the definition 
“investment tax credit” in subsection 127(Q9) in 
respect of a property acquired, or an expenditure 
made (other than a qualified Canadian. explora- 
tion expenditure or an expenditure in respect of 
which an amount is included under subparagraph 
(vi) or (b)(@i) in computing the taxpayer’s re- 
fundable investment tax credit for the year), after 
April 19, 1983, or 


(C) in respect of the taxpayer’s qualified Cana- 
dian exploration expenditure for the year, or pur- 
suant to paragraph (b) of that definition in re- 
spect of a qualified Canadian exploration 
expenditure for the year, other than an amount 
included under subparagraph (b)(iii) 


exceeds 
(v) the total of 


(A) such portion of the total of all amounts each 
of which is an amount deducted by-the taxpayer 
under subsection 127(5) for the year or a preced- 
ing taxation year (other than an amount deemed 
by subsection (3) to be so deducted for the year) 
as may reasonably be considered to be in respect 
of the total determined under subparagraph (iv), 
and 


(B) such portion of the total of all amounts each 
of which is an amount required by subsection 
127(6) or (7) to be deducted in computing the 
taxpayer’s investment tax credit at the end of the 
year as may reasonably be, considered to be in 
respect of the, total determined under. subpara- 
graph (iv), 

plus, in the case of a qualifying corporation for the year, 

other than an excluded corporation for the year, the 

amount, if any, by which 


(vi) the total of 


(A) the total of all amounts each of which is an 
amount required by subsection 127(10.1) to be 
added in computing the taxpayer’s investment 
tax credit at the end of the year in respect of an 
expenditure, other than an expenditure of a capi- 
tal nature, made by it after May 23, 1985 and in 
the year, and 
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exceeds 


(B) the total of all amounts each of which is an 
amount determined under paragraph (a) of the 
definition “investment tax credit” in subsection 
127(9) in respect of an expenditure for which an 
amount is included in clause (A) 


(vil) the total of 


(A) such portion of the total of all amounts each 
of which is an amount deducted by the taxpayer 
under subsection 127(5) for the year or a preced- 
ing taxation year (other than an amount deemed 
by subsection (3) to be so deducted for the year) 
as may reasonably be considered to be in respect 
of the total determined under subparagraph (vi), 
and 


(B) such portion of the total of all amounts each 
of which is an amount required by subsection 
127(6) to be deducted in computing the tax- 
payer’s investment tax credit at the end of the 
year as may reasonably be considered to be in 
respect of the total determined under subpara- 
graph (vi), and 


(b) in the case of any other taxpayer, the total of 


(i) 20% of the amount, if any, calculated for the year 
in respect of the taxpayer, by which the total deter- 
mined under subparagraph (a)(iv) in respect of prop- 
erty acquired or an expenditure made before 1988, 
exceeds the total determined under subparagraph : 
(a)(v) in respect of property acquired or an expendi 


ture made before 1988, 


(ii) 40% of the amount, if-any, by which 


(A) the total of all amounts each of which is. an 
amount included in computing the taxpayer’s in- 
vestment tax credit at the end of the year 


(I) in respect of an approved project prop- 
erty acquired by the taxpayer in the year and 
before 1988, or 


(II) pursuant to paragraph (b) of the defini- 
tion “investment tax credit” in subsection 
127(9) in respect of an approved project 
property acquired before 1988 


exceeds 


(iii) 


(B) the total of 


(I) such portion of the total of all amounts 
each of which is an amount deducted by the 
taxpayer under subsection 127(5) for the 
year or a preceding taxation year (other than 
an amount deemed by subsection (3) to be 
so deducted for the year) as may reasonably 
be considered to be in respect of the total de- 
termined under clause (A), and 


(II) such portion of the total of all amounts 
each of which is an amountirequired by sub- 
section 127(6) or (7) to be deducted in com- 
puting the taxpayer’s investment tax credit 
at the end of the year as may reasonably be 
considered to be in respect of the total deter- 
mined under clause (A), and 


where the taxation year commences before 1988, 


40% of the amount, if any, by which 


(A) the total of all amounts each of which is an 
amount included in computing the taxpayer’s in- 
vestment tax credit at the end of the year 


(I) in respect of the taxpayer’s qualified Ca- 
nadian exploration expenditure for the year, 
or 
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(II) pursuant to paragraph (b) of the defini- 
tion “investment tax credit” in. subsection 
127(9) in respect of a qualified Canadian ex- 
ploration expenditure for the year, 


exceeds 
(B) the total of 


(1) such portion of the total of all amounts 
each of which is an amount deducted by the 
taxpayer under subsection 127(5) for the 
year or a preceding taxation year (other than 
an amount deemed by subsection (3) to be 
so deducted for the year) as may reasonably 
be considered to be in respect of the total de- 
termined under clause (A), and 


(ID such portion of the total of all amounts 
each of which is an amount required by sub- 
section 127(6) or (7) to be deducted in com- 
puting the taxpayer’s investment tax credit 
at the end of the year as may reasonably be 
considered to be in respect of the total deter- 
mined under clause (A). 


Pre-RSC History: Cl. (a)(iv)(A) of “refundable investment tax 
credit” in subsec. 127.1(2) amended to substitute “after April 19, 
1983” for “after April 19, 1983 and before 1989”, cl. (a)(Gv)(B) 
amended to substitute “‘after April 19, 1983” for “by him in the year 
and after April 19, 1983 and before 1989”, and cl. (a)(iv)(C) substi- 
tuted by 1988, c. 55, subsec. 107(2), applicable after May 23, 1985 
except that, in its application before December, 1985, subpara. 
(a)(iv) of “refundable investment tax credit’ shall be read without 
reference to the words “a qualified Canadian exploration expendi- 
ture or’ in cls. (A) or (B) and without reference to cl. (C). Cl. 
(a)(iv)(C) formerly read: 


(C) where the taxation year commences before 1989, 


(I) in respect of his qualified Canadian exploration ex- 
penditure for the year, or 


(II) pursuant to paragraph (b) of the definition “invest- 
ment tax credit” in subsection 127(9) in respect of a qual- 
ified Canadian exploration expenditure for the year, 


other than an amount included under subparagraph (b)(ii1) 


Subpara. (b)(i) of “refundable investment tax credit” amended to 


add “in respect of property acquired or an expenditure made before 
1988” (in two places), subcls. (b)(ii)(A)C) and (II) and that portion 
of subpara. (b)(iii) preceding cl. (A) amended to substitute, in each, 
“1988” for “1989”, by 1988,.c. 55, subsecs. 107(3) to (5), applicable 
after June 17, 1987. 


Cls. (a)(iv)(A), (B) of the definition “refundable investment tax 
credit” in subsec. 127.1(2) substituted and (C) added, by 1986, c. 
55, subsec. 49(1), applicable after May 23, 1985, except that in its 
application before December 1985, subparagraph (a)(iv) of the defi- 
nition shall be read without reference to the words “a qualified Ca- 
nadian exploration expenditure or” in clauses (A) and (B) and with- 
out reference to clause (C). Cls. (a)(iv)(A), (B) formerly read: 


(A) in respect of property acquired, or an expenditure made 
(other than an expenditure in respect of which an amount is 
included under subparagraph (vi) in computing his refundable 
investment tax credit for the year), by him in the year and 
after April 19, 1983 and before May 1986, or 


(B) pursuant to, paragraph (b) of the definition “investment 
tax credit” in subsection 127(9) in respect of a property ac- 
quired, or an expenditure made, after April. 19, 1983 and 
before May 1986 


Para. (b) of the definition “refundable investment tax credit” substi- 
tuted by 1986; c. 55, subsec. 49(2), applicable after May 23, 1985, 
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except that in its application before December 1985, para. (b) shall 
be read without reference to subpara. (iii): Para. (b) formerly read: 


(b) in the case, of any other taxpayer, 20% of the amount, if 
any, calculated for the year in respect of that other taxpayer, 
by which the aggregate determined under subparagraph 
(a)(iv) exceeds the aggregate determined under subparagraph 
(a)(V). 
Subsec. 127.1(2) substituted by 1986, c. 6, s. 72, applicable with 
respect to property acquired and. expenditures made after May 23, 
1985. Subsec. 127.1(2) formerly read: 


(2) “Refundable investment tax credit” defined — For the 
purposes of this. section, “refundable investment tax credit” 
for a taxation year means, in the case of a taxpayer that is 


(a) a corporation that was, throughout the year, a Cana- 
dian-controlled private corporation whose taxable income 
for the immediately preceding taxation year together with 
the taxable incomes of all corporations with which it was 
associated in the year for their taxation years ending in 
the calendar year immediately preceding the calendar 
year in which the year of the corporation ended does not 
exceed the aggregate of the business limits (as deter- 
mined under section 125) of the corporation and the asso- 
ciated corporations for those preceding years, 


(b) an individual other than a trust, or 


(c) a trust each beneficiary of which is a person described 
in paragraph (a) or (b), 


an amount equal to 40% of the amount, if any, by which 


(d) the aggregate of all amounts each of which is an 
amount included in computing his investment tax credit 
at the end of the year 


(i) in respect of property acquired, or an expenditure 
made, by him in the year and after April 19, 1983 
and before May 1986, or 


(ii) pursuant to paragraph (b) of the definition “in- 
vestment tax credit” in subsection 127(9) in respect 
of property acquired, or an expenditure made, after 
April 19, 1983 and before May, 1986 


exceeds 
(e) the aggregate of 


(i) such portion of the aggregate of all amounts each 
of which is an amount deducted by him under sub- 
section 127(5) for the year or a preceding taxation 
year (other than an amount deemed by subsection (3) 
to be so deducted for the year) as may reasonably be 
considered to be in respect of the aggregate deter- 
mined under paragraph (d), and 


(ii) such portion of the aggregate of all amounts, 
each of which is an amount required by subsection 
127(6) or (7) to be deducted in computing his invest- 
ment tax credit at the end of the year, as may reason- 
ably be considered to be in respect of the aggregate 
determined under paragraph (d), 


and in the case of any other taxpayer, 20% of the amount, if 
any, calculated for the year in respect of that other taxpayer, 
by which the aggregate determined under paragraph (d) ex- 
ceeds the aggregate determined under paragraph (e). 


Para. 127.1(2)(a) amended to substitute “ending in the calendar year 


- immediately preceding the calendar year in which the year of the 


corporation ended” for “ending in the calendar year in which the 
immediately preceding taxation year of the corporation ended” and 
“those preceding years” for “those years”, and para. 127.1(2)(d) 
substituted, by 1985, c. 45, subsecs. 73(1), (2), applicable to 1985 et 
seq. Para. 127.1(2)(d) formerly read: 
(d) the aggregate of all amounts each of which is an amount 
included in computing his investment tax credit at the end of 
the year pursuant to paragraph 127(9)(a), (ai), €a.2), (C), 
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(d.1) or (d.4) in respect of property acquired, or an expendi- 
ture made, after April 19, 1983 and before May 1986 


Para. 127.1(2)(a) substituted and para. 127.1(2)(d)° substituted to 
add reference to para. 127(9)(d.4) by 1984, c. 45, subsecs. 44(1), (2) 
respectively, applicable to 1985 et seq. Para: 127.1(2)(a) formerly 
read: 


(a) a Canadian-controlled private corporation that is, or would 
be if it had sufficient income for the year from carrying onan 
active business in Canada, entitled to a deduction under sec- 
tion 125 in computing its tax payable under this Part for the 
year, 


(2.01) Addition to refundable investment tax 
credit — In the case of a taxpayer that is a Cana- 
dian-controlled private corporation other than a qual- 
ifying corporation or an excluded corporation, the re- 
fundable investment tax credit of the taxpayer for a 
taxation year is 40% of the amount, if any, by which 


(a) the total of 


(i) the portion of the amount required by sub- 
section 127(10.1) to be added in computing 
the taxpayer’s investment tax credit at the end 
of the year that is in respect of qualified ex- 
penditures (other than expenditures of a cur- 
rent nature) incurred by the taxpayer in the 
year, and 


(ii) all amounts determined under paragraph 
(a.1) of the definition “investment tax credit” 
in subsection 127(9) in respect of expendi- 
tures for which an amount is included in sub- 
paragraph (i) 
exceeds 
(b) the total of 


(i) the portion of the total of all amounts de- 
ducted by the taxpayer under subsection 
127(5) for the year or a preceding. taxation 
year (other than an amount deemed by subsec- 
tion (3) to have been so deducted for the year) 
that can reasonably be considered to be in re- 
spect of the total determined under paragraph 
(a), and 


(ii) the portion of the total of all amounts re- 
quired by subsection 127(6) to be deducted in 
computing the taxpayer’s investment tax 
credit at the end of the year that can reasona- 
bly be considered to be in respect of the total 
determined under paragraph (a) 


plus the amount, if any, by which 
(c) the total of 


(1) the portion of the amount required by sub- 
section 127(10.1) to be added in computing 
the taxpayer’s investment tax credit at the end 
of the year that is in respect of qualified ex- 
penditures (other than expenditures of a capi- 
tal nature) incurred by the taxpayer in the 
year, and 


(ii) all amounts determined. under paragraph 
(a.1) of the definition “investment tax credit” 
in subsection 127(9) in respect of expendi- 
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tures for which an amount is included in sub- 
paragraph (1) 
exceeds. ., 
(d) the total of 


(i) the portion of the total of all amounts de- 
ducted by the taxpayer under subsection 
127(5) for the year or a preceding taxation 
year (other than an amount deemed by subsec- 
tion (3) to have been so deducted for the year) 
that can reasonably be considered to be in re- 
spect of the total determined under paragraph 
(c), and 


(ii) the portion of the total of all amounts re- 
quired by subsection 127(6) to be deducted in 
computing the taxpayer’s investment tax 
credit at the end of the year that can reasona- 
bly be considered to be in respect of the total 
determined under paragraph (c). 

History: Paras. 127.1(2.01)(a), (c) amended by 1996, c. 21, sub- 


secs. 31(2), (3), applicable to taxation years that begin after 1995. 
Paras. (a), (c) formerly read: 
(a) the total of 

(i) the portion of the amount required by subsection 
127(10.1) to be added in computing the taxpayer’s in- 
vestment tax credit at the end of the year that is in respect. 
of qualified expenditures (other than expenditures of a 
current nature) incurred in the year, and 
(ii) all amounts determined under paragraph (a) of the 
definition “investment tax credit” in subsection 127(9) in 
respect of expenditures for which an amount is included 
in subparagraph (i) 


(c) the total of 
(1) the portion of the amount required by subsection 
127(10.1) to be added in computing the taxpayer’s in- 
vestment tax credit at the end of the year that.is in respect 
of qualified expenditures (other than expenditures of a 
capital nature) incurred in the year, and 


(i1) all amounts determined under paragraph (a) of the 
definition “investment tax credit” in subsection 127(9) in 
respect of expenditures for which an amount is included 
in subparagraph (i) 


Subsec. 127.1(2.01) added by 1994, c. 8, subsec. 16(2), applicable 
to taxation years beginning after 1993. 


(2.1) Application of subsec. 127(9) — The defi- 
nitions in subsection 127(9) apply to this section. 


Origin 1985 [subsec. 127.1(2.1)]: R.S.C. 1985, c..1 (Sth Supp.) 
(formerly contained in the opening words of subsec. 127(9)). 


(3) Deemed deduction — For the purposes of this 
Act, the amount deemed under subsection. (1) to 
have been paid by a taxpayer for a taxation year shall 
be deemed to have been deducted by the taxpayer 
under subsection 127(5) for the year. 

Pre-RSC History [s. 127.1]: S. 127.1 added by 1984, c. 1, sub- 
sec. 73(1), applicable to 1982 er seq. except that the prescribed form 
referred to in subsec. (1) may be filed at any time on or before April 
18, 1984. : 
Definitions [s. 127.1]: “active business” — 125(7), 248(1); 
“amount” — 248(1); “approved project property” — 127(9), 
127.1(2.1); “associated” — 256(1); “balance-due day” — 248(1); 
“business limit” — 125(2)=(5.1), 248(1); “calendar year” — Inter- 
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pretation Act 37(1)(a); “Canadian-controlled. private corpora- | (3.1) Exclusion of certain trusts — For the pur- 


tion” — 125(7), 248(1); “Canadian exploration expense” — 
66.1(6), 248(1); “controlled directly or indirectly” — 256(5.1); 
“corporation” — 248(1), Interpretation Act 35(1); “excluded corpo- 
ration” — 127.1(2); “individual” — 248(1); “investment tax 
credit” — 127(9), 248(1); “person”, “prescribed”, “property” — 
248(1); “province” — Interpretation Act 35(1); oualiped, Canadian 
exploration expenditure’, ’, “qualified expenditure”, “qualified small- 
business property” — 127(9), 127.1(2.1); “qualifying, corporation”, 

“refundable investment tax credit” — 127.1(2); “related” — 251(2); 
“scientific research and experimental development” — 37(13), 
248(1); “specified employee’, eS PitiFa future tax conse- 
quence” — 248(1); “taxable. income” — 2(2),..248(1);..“taxation 
year” — 249; “taxpayer” — 248(1); “trust” — 104(1), 248(1), (3). 


Interpretation Bulletins [s. 127.1]: IT- 151R4: Scientific. re- 
search and experimental development expenditures. 


127.2 (1) Share-purchase tax credit — There 
may be deducted from the tax otherwise payable 
under this Part by a taxpayer for a taxation year an 
amount not exceeding the total of 


(a) the taxpayer’s share-purchase tax credit for 
the year, and 


(b) the taxpayer’s unused share-purchase tax 
credit for the taxation year immediately following 
the year. 


(2) Persons exempt from tax — Where a tax- 
payer who was throughout a taxation year a person 
described in any of paragraphs 149(1)(e) to (y) files 
with the taxpayer’s return of income under this Part 
for the year a prescribed form containing prescribed 
information, the taxpayer shall be deemed to have 
paid, on the day on which the return is filed, an 
amount, on account of the taxpayer’s tax under this 
Part for the year, equal to the taxpayer’s share- 
purchase tax credit for the year. 


(3) Trust — Where, in a particular taxation year of 
a taxpayer who is a beneficiary under a trust, an 
amount is included in computing the share-purchase 
tax credit of the trust for its taxation year ending in 
that particular taxation year, the trust may, in its re- 
turn of income for its taxation year ending in that 
particular taxation year, designate as attributable to 
the taxpayer such portion of that amount 


(a) as may, having regard to all the circumstances 


(including the terms and conditions of the trust 


arrangement), reasonably be considered to be at- 
tributable to the taxpayer, and 


(b) as was not designated by the trust in respect 
of any other beneficiary of that trust, 


and, where the trust so designates such a portion, an 
amount equal to that portion shall be 


(c) added in computing the share-purchase tax | 


credit of the taxpayer for the particular taxation 
year, and 

(d) deducted in computing the share-purchase tax 
credit of the trust for its taxation year ending in 
the particular taxation year. 


Related Provisions: 53(2)(h)(iii) — Deduction from cost base of 
beneficiary's capital interest in a trust. 


poses of subsection (3), a trust does not include a 
trust that is 


(a) governed by an employee benefit plan or a re- 
voked deferred profit sharing plan, or 


(b) exempt from. tax. under section 149. 


Pre-RSC History: Subsec. 127.2(3.1) added by 1984, c. 45, sub- 
sec. 45(1), applicable ‘after April.25, 1984. 


(4) Partnership — Where, in a taxation year of a 
taxpayer who is a: member ofa partnership, an 
amount:is included: in computing the share-purchase 
tax credit of the partnership for its fiscal period end- 
ing in that year, such portion of that amount as may 
reasonably be considered to be the taxpayer’s. share 
thereof shall be. | 


(a) added in computing the share-purchase tax 
credit of the taxpayer for that year; and 


(b) deducted in computing the share-purchase tax 
credit of the partnership for that fiscal period. 


Related Provisions: 53(2)(c)(vii) — Deductions from cost base 
of partnership; interest. 


(5) Cooperative corporation Ay Were at any 


particular time in a taxation year a taxpayer that is a 
cooperative corporation (within the meaning as- 
signed by subsection 136(2)) has, as required by sub- 
section 135(3), deducted or withheld an amount from 
a payment made by it to any person, pursuant to an 
allocation in proportion to patronage, the taxpayer 
may deduct from the amount otherwise required by 
subsection 135(3) to be remitted to the Receiver 
General, an amount not exceeding the amount, if 
any, by which 


(a) the amount that would, he for this subsection, 
be its share-purchase tax credit for the taxation 
year in which it made the. payment if that year 
had ended immediately before the particular time 


exceeds ~ 


(b) the total of all amounts each of which is the 
amount deducted by virtue of this subsection 
from any amount otherwise required to-be remit- 
ted by subsection 135(3) in respect of payments 
made by it before the particular time alld in the 
taxation year, 


and the amount, if any, so deducted from the amount 
otherwise required to be remitted by subsection 
135(3) shall be 


(c) deducted in computing the share-purchase tax 
credit of the taxpayer for the taxation year, and 


(d) deemed to have been remitted by the taxpayer 
to the Receiver General on account of tax under 
this Part of the person to whom that Shuse was 
made. 


(6) Definitions — In this section, 


“share-purchase tax credit” of a taxpayer for a tax- 
ation year means the amount determined by the 
formula 
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(A +B)-C 
where 


A is the total of all amounts each of which is an 
amount designated by a corporation under sub- 
section 192(4) in respect of a share acquired by 
the taxpayer in the year where the taxpayer is the 
first person, other than a broker or dealer in°se- 
curities, to be a registered holder, » 


Bis the total of all amounts each of which is an 
amount required by subsection (3) or (4) to be ad- 
ded in computing the taxpayer’s share-purchase 
tax credit for the year, and 


C the total of all amounts each of which is an 
amount required by subsection (3), (4) or (5) to 
be deducted in computing the taxpayer’s share- 
purchase tax credit for the year; 


Related Provisions: 257— Formula cannot calculate to less than 
zero. 


Pre-RSC History: The definition “share-purchase tax credit” was 
para, 127.2(6)(a). See Table of Concordance, 


“unused share-purchase tax credit” of a taxpayer 


for a taxation year means the amount determined by 


the formula 


A - (B+ C) 
where 


A ‘is the taxpayer’s share-purchase tax credit for the 
year, 


B_ the taxpayer’s tax otherwise payable under this 
Part for the year, the amount deemed by subsec- 
tion (2) to have been paid on account of the tax- 
payer’s tax payable under this Part for the year 
or, where Division E.1 is applicable to the tax- 
payer for the year, the amount, if any, by which 
the taxpayer’s tax otherwise payable under this 
Part for the year exceeds the taxpayer’s minimum 
amount for the year determined under section 
127.51, as the case may be, and 


C is the taxpayer’s refundable Part VII tax on hand 
at the end of the year. 


Related Provisions: 248(1)“unused share-purchase tax credit” — 
Definition applies to entire Act; 257 — Formula cannot calculate to 
less than zero. 


Pre-RSC History: The definition “unused share-purchase tax 
credit” was para. 127.2( 6)(b). See Table of Concordance. 


Subpara. 127.2(6)(b)(ii) substituted by 1988, c. 55, 8. 108, applica- 
ble to 1986 et seg. Subpara. 127.2(6)(b)(ii) formerly read: 


(ii) his tax otherwise payable under this Part for the year or 
the amount deemed by subsection (2) to have been paid on 
account of his tax payable under this Part for the year, as the 
case may be, and 


Subparas. 127.2(6)(b)(ii); (iii) substituted and subpara. (iv) repealed 
by 1984, c..45, subsec. 45(2), applicable to 1982 et seq. Subparas. 
(ii)—(Giv) formerly read: 


(ii) the amount deducted under subsection (1) from his tax 
otherwise payable under this Part for the year in respect of his 
share-purchase tax credit for the year or the amount deemed 
by subsection (2) to have been paid on account of his tax pay- 
able under this Part for the year, as the case may be, 
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(iii) the lesser of 


(A). the amount determined under subparagraph 
192(2)(a)(i) in respect. of the taxpayer for the year, and 


(B) his refundable Part VII tax on hand at the end of the 
year, and 


(iv) the amount, if any, by which the tax otherwise payable 
under this Part by the taxpayer for the year exceeds the agere- 
gate of the amounts determined under subparagraphs (ii) and 
(iii) in respect of the taxpayer for the year. 


(7) Definition of “tax otherwise payable” — In 
this section, “tax otherwise payable” under this Part 
by a taxpayer means the amount that would, but for 
this section and section 120.1, be the tax payable 
under this Part by the taxpayer. 


(8) Deemed cost of acquisition — For the pur- 
poses of this Act, where, at any time in.a taxation 
year, a taxpayer has acquired a share and is the first 
registered holder of the share, other than a broker or 
dealer in securities, and an amount is, at any time, 
designated by a corporation under subsection 192(4) 
in respect of the share, the following rules apply: 


(a) the taxpayer shall be deemed to have acquired 
the share at a cost to the taxpayer equal to the 
amount by which 


' (i) its cost to the taxpayer .as otherwise ~ 
determined BC 


exceeds 


(i1) the amount so designated in respect of the 
share; and 


(b) where the amount determined under subpara- 
~ graph (a)(ii) exceeds the amount determined 
under subparagraph (a)(i);) the excess shall 


(i) where the share is a capital property to the 
taxpayer, be deemed to be a capital gain of the 
taxpayer for the year from the disposition of 
that property, and 


(ii) in any other case, be included in comput- 
ing the income of the taxpayer for the year, 


and the cost to the taxpayer of the share shall be 
deemed to be nil. , 


Related Provisions: 192(4.1) — Paid-up capital of designated 
share. ; 


(9) Partnership — For the purposes of this section 
and subsection 193(5), a partnership shall be deemed 
to be a person and its taxation year shall be deemed 
to be its fiscal period. 


(10) Election. re first holder — Where a share of 
a public corporation has been lawfully distributed to 
the public in accordance with a prospectus, registra- 
tion statement or similar document filed with a pub- 
lic authority in Canada pursuant to and in accordance 
with the law of Canada or of any province, and, 
where required by law, accepted for filing by such a 
public authority, the corporation, if it has designated 
an amount under subsection 192(4) in respect of the 
share, may, in the prescribed form: required: to be 
filed under that subsection, elect’ that, for the pur- 
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poses of this section, the first person, other than a 
broker or dealer in securities, to have acquired the 
share (and no other person) shall be considered to be 
the first person to be a registered holder of the share. 


Pre-RSC History: Subsec. 127.2(10) added by 1984, c. 45, sub- 
sec. 45(3), applicable after June 1983 except that an election there- 
under may be made by notifying the Minister of National Revenue 
in writing at any time before March 21, 1985. 


(11) Calculation oi consideration — For greater 
certainty, 


(a) for the purposes of this section and Part VU, 
the amount of consideration for which a share is 
acquired and issued includes the amount of any 
consideration. for the designation under subsec- 
tion 192(4) in respect of the share; and 


(b) the amount received by a corporation as con- 
sideration for a designation under subsection 
192(4) in respect of ‘a share issued by it shall not 
be included in computing its income. 


Pre-RSC History: Subsec. 127.2(11) added by 1984, c. 45, sub- 
SEC. 45(3), applicable to 1982 et seq. 


Pre-RSC History [s. 127.2]: S. 127.2 added by 1984, c. 1, sub- 
sec. 73(1), applicable to 1982, et seg. except that the prescribed 
form referred to in subsec. (2) may be filed at any time on or before 
the day that is 90 days after January 19, 1984. 


Selected Cases [s. 127.2]: 598606 Ontario Ltd. v. MNR, [1993] 
1 C.F.C, 2001 (TCC); appealed to FCTD_ (Feb. 11,1993), File:T- 
367-93 (Failure to make designation by filing prescribed form dis- 
entitles taxpayer to claim share-purchase tax credit). 


Definitions [s. 127.2]: “amount” — 248(1); “Canada” — 255; 
“capital gain” — 39(1)(a), 248(1); “capital property” — 54, 248(1); 
“corporation” — 248(1), Interpretation Act 35(1); “deferred profit 
sharing plan”, “employee benefit plan” — 248(1); “person” — 
127.2(9), 248(1); “prescribed” — 248(1); “province” — Interpreta- 
tion Act 35(1); “public corporation” — 248(1); “refundable Part VII 
tax on hand” — 192(3), 248(1); “share” — 248(1); “tax payable” — 
248(2); “taxation year” — 249; “taxpayer” — 248(1); “trust” — 
104(1), 248(1), (3).. 


127.3 (1) Scientific research and experimental 
development tax credit— There may be de- 
ducted from the tax otherwise payable under this 
Part by a taxpayer for a taxation year an amount not 
exceeding the total of the taxpayer’s 


(a) scientific research and experimental develop- 
ment tax credit for the year, and 


(b) unused scientific research and experimental 
development tax credit for the taxation year im- 
mediately following the year. 


Related Provisions: 117(1) — Tax payable under this Part; 
194(4.2) — Where amount may not be designated; 195(5) — Eva- 
sion of tax; 195(6) — Undue deferral of refundable tax. 


Selected Cases [subsec. 127.3(1)]: Groupmark Canada Ltd. v. 
Canada, {1993].1 C.T.C. 234 (FCTD) (Amounts paid to related 
company before and after SRTC note issued were “consideration” 
for note);, United Equities Ltd. v. MNR, [1992] 2 C.T.C. 214 
(FCTD) (Taxpayer eligible for scientific research tax credit despite 
late filing since requirements for remedying delay met). 


(2) Definitions — In this section, 
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“scientific research and experimental develop- 
ment tax credit’? of a taxpayer for a taxation year 
means the amount determined by the formula 


A-B 
where 


A is the total of all amounts each of which is an 
amount equal to 


(a) where the taxpayer is a corporation, 50%, or 


(b) where the taxpayer is an individual other than 
a trust, 34% 


of an amount designated by a corporation under sub- 
section 194(4) in respect of 


(c) a share acquired by the taxpayer in the year 
where the taxpayer is the first person, other than a 
broker or dealer in securities, to be a registered 
holder thereof, 


(d) a bond, debenture, bill, note, mortgage or sim- 
ilar obligation (in this section referred to as a 
“debt obligation’’) acquired by the taxpayer in the 
year where the taxpayer is the first person, other 
than a broker or dealer in securities, to be a regis- 
tered holder of that debt obligation, or 


(e) a right acquired by the taxpayer.in the year 
where the taxpayer is the first person, other than a 
broker or dealer in securities, to have acquired 
that right, and 


B is the total of all amounts required by subsection 
(5) to be deducted in computing the taxpayer’s 
scientific research and experimental development 
tax credit for the year; 

Related Provisions: 248(1)“scientific research and experimental 


development tax credit” — Definition applies to entire Act; 257 — 
Formula cannot calculate to less than zero. 


Pre-RSC History: The definition “scientific research ... tax 
credit” was para. 127.3(2)(a). See Table of Concordance. 


The concluding portion of para. 127.3(2)(a) amended by 1984, c. 
45, subsec. 46(1), to substitute “scientific research” for “research”, 
applicable to 1982 et seq. 


“unused scientific research and experimental de- 
velopment tax credit” of a taxpayer for a taxation 
year means the amount determined by the formula 


A-(B+C) 
where 


A is the taxpayer’s scientific research and experi- 
mental development tax credit for the year, 


B_ is the taxpayer’s tax otherwise payable under this 
Part for the year or, where Division E.1 is appli- 
cable to the taxpayer for the year, the amount, if 
any, by which the taxpayer’s tax otherwise paya- 
ble under this Part for the year exceeds the tax- 
payer’s minimum amount for the year determined 
under section 127.51, as the case may be, and 


C_ is the taxpayer’s refundable Part VIII tax on hand 
at the end of the year. 
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Related Provisions: 248(1)“unused scientific research and ex- 
perimental, development tax credit’ — Definition. applies: to entire 
Act; 257 — Formula cannot calculate to less than zero. 


Pre-RSC History: The definition “unused scientific... tax credit” 


was para. 127.3(2)(b). See Table of Concordance. 


Subpara. 127,3(2)(b)(ii) substituted by 1988, c. 55, s. 109, applica- 
ble to 1986 et seq. Subpara. 127.3(2)(b)(ii) formerly read: 


(ii) his tax otherwise payable under this Part for the year, and 


Subparas. 127.3(2)(b)(ii), (iii) substituted and (b)(iv) repealed by 
1984, c. 45, subsec. 46(2), applicable to 1982 et seg. Subparas. 
127.3 (2)(b)(ii)-(iv) formerly read: 


(11) the amount deducted under subsection (1) from: his: tax 
otherwise payable under this Part for the year in respect of his 
scientific research tax credit for the year, 


(iii) the lesser of 


(A) the amount determined under subparagraph 
194(2)(a)(i) in respect of the taxpayer for the year, and 


(B) his refundable Part MILE tax on hand at the end of the 
year, and 


(iv) the amount, if any, by which the tax otherwise payable 
under this Part by the taxpayer for the year exceeds the aggre- 
gate of the amounts determined under subparagraphs (ii) and 
(iii) in respect of the taxpayer for the year: 


Selected Cases [subsec. 127.3(2)]: Loewen v. MNR, [1994] 2 
C.T.C. 75 (FCA) (Acquisition and disposition of SRTC debenture 
was not an adventure in nature of trade). 


(3) Trust — For the purposes of this section and 
section 53, where a taxpayer, other than a broker or 
dealer in securities, is a beneficiary under a trust and 
an amount is designated by a corporation under sub- 
section 194(4) in respect of a share, debt obligation 
or right acquired by the trust in a taxation year of the 
trust where the trust is the first person, other than a 
broker or dealer in securities, to be a registered 
holder of the share or debt obligation or to have ac- 
quired the right, as the case may be, 


(a) the trust may, in its return of income for that 
year, specify such portion of that amount-as may, 
having regard to all the circumstances (including 
the terms and conditions of the trust arrange- 
ment), reasonably be considered to be attributable 
to the taxpayer and as was not specified by the 
trust in respect of any other beneficiary under that 
trust; and 


(b) the portion specified pursuant to paragraph (a) 
shall be deemed to be an amount designated on 
the last day of that year by the corporation under 
subsection 194(4) in respect of a share, debt obli- 
gation or right, as the case may be, acquired by 
the taxpayer on that day where the taxpayer is the 
first person, other than a broker or dealer in se- 
curities, to be a registered holder of the share or 
debt obligation or to have acquired the right, as 
the case may be. 


Related Provisions: 53(2)(h)(iv) — Deductions from cost base 
of beneficiary’s capital interest in a trust. 
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(3.1) Exclusion of certain trusts — For the pur- 
poses of subsection (3), a trust does not include a 
trust that is ) 


(a) governed by an employee GenenE plan ora Te- 
voked deferred profit sharing plan; or 


(b) exempt from tax under section 149. 


Pre-RSC History: Subsec. 127.3(3.1) added by 1984, c. 45, sub- 
sec. 46(3), applicable after April 25, 1984. 


(4) Partnership — For the purposes of this section 
and section 53, where a taxpayer, other than a broker 
or dealer in securities, is a member of a partnership 
and an amount is designated by a corporation under 
subsection 194(4) in respect of a share, debt obliga- 
tion or right acquired by the partnership .in a taxation 
year of the partnership where the partnership is the 
first person, other than a broker or dealer in securi- 
ties, to be a registered holder of the share or debt ob- 
ligation or to have acquired the right, as the case 
may be, such portion of that amount as may reasona- 
bly be considered to be the taxpayer’s share thereof 
shall be deemed to be an amount designated on the 
last day of that year by the corporation under subsec- 
tion 194(4) in respect of a share, debt obligation or- 
right, as the case may be, acquired by the taxpayer 
on that day where the taxpayer is the first person, 
other than a broker or dealer in securities, to be a 
registered holder of the share or debt obligation or to 
have acquired the right, as the case may be. 


Related Provisions: 53(2)(c)(viii) — Deductions from cost base 
of partnership interest re scientific research and experimental devel- 
opment tax credit. 


(5) Cooperative corporation — Where at any 
particular time in a taxation year a taxpayer that is a 
cooperative corporation (within the meaning as- 
signed by subsection 136(2)) has, as required by sub- 
section 135(3), deducted or withheld an amount from 
a payment made by it to any person pursuant-to. an 
allocation in proportion to patronage, the taxpayer 
may deduct from the amount otherwise required by 
subsection 135(3) to be remitted to the Receiver 
General, an amount not exceeding the amount, if 
any, by which 


(a) the amount that would, but for this subsection, 
be its scientific research and experimental devel- 
opment tax credit for the taxation year in which it 
made the payment if that year had ended immedi- 
ately before the particular time 


exceeds 


(b) the total of all amounts each of which is the 
amount deducted by virtue of this subsection 
from any amount otherwise required to be remit- 
ted by subsection 135(3) in respect of payments 
made by it before the particular time = in the 
taxation year, 
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and the amount, if any, so deducted from the amount 
otherwise required to be remitted by subsection 
135(3) shall be 


(c) deducted in computing the scientific: research 
and experimental development tax credit of the 
taxpayer for the taxation year, and 


(d) deemed to have been remitted by the taxpayer 
to the Receiver General on account of tax under 
this Part of the person to whom that payment was 
made. 


(6) Deduction from cost — For the purposes of 
this Act, where at any time in a taxation year a tax- 
payer has acquired a share, debt obligation or right 
and is the first registered holder of the share or debt 
obligation or the first person to have acquired the 
right, as the case may be, other than a broker or 
dealer in securities, and an amount is, at any time, 
designated by a corporation under subsection 194(4), 
in respect of the share, debt Behe or right, the 
following rules apply: 


(a) the taxpayer shall be deemed to have acquired 
the share, debt obligation or right at a cost to the 
taxpayer equal to the amount by which 


(i) its cost to the taxpayer as otherwise 
determined 


exceeds 


(ii) 50% of the amount so ey Sleidi in re- 
spect thereof; and 


(b) where the amount determined under subpara- 
graph (a)(ii) exceeds the amount determined 
under subparagraph (a)(i), the excess shall 


(i) where the share, debt obligation or right, as 
the case may be, is a capital property to the 
taxpayer, be deemed to be a capital gain of the 
taxpayer for the year from the disposition of 
that property, and 


(ii) in any other case, be included in comput- 
ing the income of the taxpayer for the year, 


and the cost to the taxpayer of the share, debt ob- 
ligation or right, as the case may be, shall be 
deemed to be nil. 


Related Provisions: 194(4.1) — Computation of paid-up capital 
of designated share. 


Pre-RSC History: All that portion of para. 127.3(6)(b) following 
subpara. (ii) substituted by 1984, c..45, subsec. 46(4), to add “debt 
obligation or right, as the case may be’, applicable to 1982 et seq. 


(7) Partnership — For the purposes of this section 
and Part VIII, a partnership shall be deemed to be a 


person and its taxation year shall be deemed to be its © 


fiscal period. 


(8) Definition of “tax otherwise payable” — 
In this section, “tax otherwise payable” under this 
Part by a taxpayer means the amount that would, but 
for this section and section 120.1, be the tax payable 
under this Part by the taxpayer. 
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(9) Election re first holder — Where a share ‘or 
debt obligation of a public corporation has: been law- 
fully distributed to the public in accordance with a 
prospectus, registration statement or similar docu- 
ment filed with a public authority in Canada pursu- 
ant to and in accordance with the law of Canada or 
of any province, and, where required by law, ac- 
cepted for filing by that public authority, the corpo- 
ration, if it has designated an amount under subsec- 
tion 194(4) in respect of the share or debt obligation, 
may, in the prescribed form required to be filed 
under that subsection, elect that, for the purposes of 
this section, the first person, other than a broker or 
dealer in securities, to have acquired the share or 
debt obligation, as the case may be, (and no. other 
person) shall be considered to be the first person to 
be a registered holder thereof. 

Pre-RSC History: Subsec. 127.3(9) added by 1984, c. 45, subsec. 
46(5), applicable after September 1983 except that an election 
thereunder may be made by notifying the Minister of National Rev- 


enue in writing at any time on or before the day that is 90 days after 
December 20, 1984. 


(10) Calculation of sieve yal — For greater 
certainty, 


(a) for the purposes of this section and Part VIII, 
the amount of consideration for which a share, 
debt obligation or right was acquired and issued 
or granted includes the amount of any considera- 
tion for the designation under subsection 194(4) 
in respect of the share, debt obligation or right; 
and 


(b) the amount received by a corporation as con- 
sideration for a designation under subsection 
194(4) in respect of a share, debt obligation or 
right issued or granted by it shall not be included 
in computing its income. 


Pre-RSC History: Subsec. 127.3(10) added by 1984, c. 45, sub- 
sec. 46(5), applicable to 1982 et seq. 


Pre-RSC History [s. 127.3]: The expression “scientific research 
and experimental development” substituted for “scientific research” 
by 1986, c. 6, subsec. 15(3), applicable with respect to taxation 
years ending after May 23, 1985, 


S. 127.3 added by. 1984, c..1, subsec. 73(1), applicable to 1982 et 
seg. except that for the purposes of computing the scientific re- 
search tax credit of a taxpayer for his 1983 taxation year, where the 
taxpayer so elects in his return of income under Part I for the year, 
subparas. 127.3(2)(a)(iii), (iv) and (v) shall be read as if the refer- 
ences therein to “in the year” were references to “in the year or 
within 60 days after the end of the year (to the extent that no 
amount is. included in respect of that acquisition in computing, his 
scientific research tax credit for a subsequent taxation year)’. 


Selected Cases [s. 127.3]: Mort (C.L.) v. Canada, [1993] 1 
C.T.C. 99 (FCTD) (Financing arrangements “substantially ad- 
vanced” when moratorium on SRTC program announced). 


Definitions [s. 127.3]: “amount” — 248(1); “Canada” — 255; 
“capital gain” — 39(1)(a), 248(1); “capital property” — 54, 248(1); 
“corporation” — 248(1), Interpretation Act 35(1); “deferred profit 
sharing plan”, “employee benefit plan”, “individual”, “Minister” — 
248(1); “person” — 127.3(7), 248(1); “prescribed” — 248(1); 
“province” — Interpretation Act 35(1); “public corporation” — 
89(1), 248(1); “refundable Part VIII tax on hand” — 194(3), 248(1); 
“share” — 248(1); “taxation year” — 249; “taxpayer” — 248(1); 
“trust” — 104(1), 248(1), (3). 
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S. 127.4(1) 


127.4 (1) [Labour-sponsored funds tax credit] 
Definitions — In this section, 


“approved share” means a share of the capital stock 
of a prescribed labour-sponsored venture capital 
corporation; 

Related. Provisions: 131(8)— Prescribed LSVCC is a mutual 
fund corporation; Sri h eRe share” — Definition applies to 
Part XIL.5. 


History: The definition “approved share” in subsec. 127.4(1) 
amended by 1997, c. 25, subsec. 37(1), applicable to 1996 et seq. It 
formerly read: ~ 


“approved share” means a share of the capital stock of a pre- 
scribed labour-sponsored venture capital corporation acquired 
or irrevocably subscribed and paid for by an individual where 
the individual is or will be the first person, other than a broker 
or dealer in securities, to be:a registered holder thereof; 


“Approved share” in subsec. 127.4(1) substituted by 1994, c. 7, Sch. 
II (1991, c. 49), subsec. 105(1), applicable after 1988. That defini- 
tion-formerly read: 


“approved share” means a share of the capital stock of a pre- 
scribed labour-sponsored venture capital corporation acquired 
by an individual where the individual is the first person, other 
than a broker or dealer i in securities, to be a peaisteted J holder 
of that share; 


Regulations: 6701 ce ceaea labour-sponsored venture capital 
corporation). 


“labour-sponsored funds tax credit” — 
[Repealed] ' | 

History: The definition “labour-sponsored funds tax credit” in sub- 
sec. 127.4(1) repealed by 1997, c. 25, subsec. 37(2), applicable to 


1996 et seq. It formerly read: 


“labour-sponsored funds tax credit” of an individual for a tax- 
ation year means the amount computed under subsection (3) 
in respect of the individual-for that year; 


“net cost” to an individual of an approved share 
means the amount, if any, by which 


(a) the amount of consideration paid by the indi- 
vidual to acquire or subscribe for the share 


exceeds 


(b) the amount of any assistance (other than an 
amount included in computing a‘tax credit of the 
individual in respect of that share) provided or to 
be provided by a government, municipality or 
any public authority in respect of, or for the ac- 
quisition of, the share; 

Related Provisions: 211.7“net cost” — Definition applies to Part 

XIL5. 


History: “Net cost” in subsec. 127.4(1) amended to substitute that 
portion preceding para. (b) by 1994, c: 7, Sch. IE (1991, c. 49), sub- 
sec. 105(1), applicable after 1988. That portion formerly read: 


“net cost” to an individual of an approved share means the 
amount by which 


(a) the amount of the consideration for which the share 
was issued to the individual 


exceeds 


“original acquisition” of a share means the first ac- 
quisition of the share, except that 


(a) where the share is irrevocably subscribed and 
paid for before its first acquisition, subject: to 
paragraphs (b) and (c), the original acquisition of 
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the share is the first transaction whereby the share 
is irrevocably subscribed and paid for, 


(b) a share is deemed never to have been acquired 
and never to have been irrevocably subscribed 
and paid for unless the first registered holder of 
the share is, subject to paragraph (c), the first per- 
son to either acquire or irrevocably subscribe and 
pay for the share, and 


(c) for the purpose of this definition, a broker or 
dealer in securities acting in that capacity is 
deemed never to acquire or subscribe and pay for 
the share and never to be the registered holder of 
the share; 

Related Provisions: 204. 8“original acquisition” — Definition 


applies to Part X.3; 211.7“original pole seh Maram ce ht ap- 
plies to Part XIL5. 


History: The definition “original acquisition” added to subsec. 
127.4(1) by 1997, c. 25, subsec. 37(3), applicable after 1995. 


“qualifying trust” for an individual in respect. of a 
share means a trust governed by a registered retire- 
ment savings plan where 


(a) the individual makes contributions to the trust 
and those contributions (and no other funds). can 
reasonably be considered to have been used by 
the trust to acquire or subscribe for the share, and’ 


(b) the annuitant under the plan is the individual 
or a spouse of the individual; 


Related Provisions: 211.7“qualifying trust” — Definition ap- 
plies to Part XIL.5. 


History: The definition “qualifying trust” added to subsec. 
127.4(1) by 1994, c. 8, subsec. 17(1), applicable to 1992 et seq. 


“tax otherwise payable” by an individual means the 
amount that would, but for this section and section 
120.1, be the tax payable under this Part by the 
individual. 


(2) Deduction of labour-sponsored funds tax 
credit — Subject to subsections (3) and (4), there 
may be deducted from the tax otherwise payable by 
an individual (other than a trust) for a taxation year 
such amount as the individual claims not exceeding 
the individual’s labour-sponsored funds tax credit 
limit for the year. 

Related Provisions: 127.4(5) — Determination of labour-spon- 
sored funds tax credit limit; 204.82 — Recovery of credit; 211.7'-— 
Recovery of credit where share redeemed or rane Of! 2118 
Clawback of credit on disposition of share. 

History: Subsec. 127.4(2) amended by 1997, c. 25, subsec. 37(4), 


applicable to 1996 et seg. and, for the 1992 to 1995 taxation years, 
subsec. (2) shall be read as follows: 


(2) There may be deducted from the tax otherwise payable by 
an individual (other than a trust) for a taxation year the lesser 
of $1,000 and the individual’s labour-sponsored funds tax 
credit (determined as if an approved share in respect of which 
an individual receives a payment under section 211.9 had 
never been either acquired nor irrevocably subscribed and 
paid for). 


Subsec. (2) formerly read: 


(2) There may be deducted from the tax otherwise payable by 
an individual (other than a trust) for a taxation year the lesser 
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of $1,000 and the individual’s labour-sponsored funds. tax 
credit for the year. ‘i 


Subsec. 127.4(2) amended by 1994, c. 7, Sch. VII (1993, c. sas Ss. 
69, applicable to 1992 et seg. Subsec. (2) formerly read: 


(2) There may be deducted from the tax otherwise payable by 
an individual (other than a trust) fora taxation year the lesser 
of $700 and the individual’s labour-sponsored funds tax 
credit for the year. 


(3) 3-year cooling-off period — Subject to sub- 
section (4), no amount may be deducted under sub- 
section (2) from an individual’s tax otherwise paya- 
ble for a taxation year that ends after 1996 where 


(a) an approved share of the capital stock of a 
corporation is redeemed, acquired or ke by 
the corporation 


(i) after March 5, 1996 (otherwise than pursu- 


puting the individual’s tax payable under this Part for the pre- 
ceding taxation year), each of which is 


(a) where a tax credit is provided under the law of a prov- 
ince in respect of the acquisition of, or subscription for, 

. the share by the individual, and’ the share is not,a share of 
a registered labour-sponsored venture capital corporation 
(within. the meaning assigned by section 204.8), the 
amount, if any, by which 


(i) 40% of the net cost to the individual of the share 
exceeds 
(ii) the amount of the tax credit so provided, and 


(b):in any other case, where the information return de- 

scribed in paragraph 204.81(6)(c) in respect of the share 

is filed with the individual’s return of income under this 

Part for the year (other than a return of income filed 

under subsection 70(2), paragraph 104(23)(d) or 

128(2)(e) or subsection 150(4)), 20% of the net cost to_ 
the individual of the share. 


ant to a request in writing made to the corpo- | subsec, 127.4) substituted by 1994, c. 7, Sch. II (1991, ¢. 49), 
ration before March 6, 1996), and | subsec. 105(2), applicable after 1988. Subsec. (3) formerly read: 


(ii) in the year or in either of the 2 preceding 
taxation years; and 


(b) the original acquisition of the she was by 
the individual or by a qualifying trust for the indi- 
vidual in respect of the share. | 


Related Provisions: 204.82 — Recovery of credit; 211.7 — Re- 
covery of credit where share redeemed or disposed of. 


History: Subsec. 127.4(3) amended by 1997, c. 25, subsec. 37(4), 
applicable to 1996 et seg. Subsec. (3) formerly read: 


(3) Computation of tax credit — The labour-sponsored 
funds tax credit of an individual for a taxation year is the total 
of all amounts, in respect of an approved share acquired or 
irrevocably subscribed and paid for by the individual (or by a 
qualifying trust for the individual in respect of the share) in 
the year or within 60 days after the end of the year (to the 
extent that it was not deducted in computing the individual’s 


(3) The labour-sponsored funds tax credit of an individual for 
a taxation year is the total of all amounts in respect of an ap- 
proved share. acquired by the individual in the year or within 
60: days after the end of the year (to the extent it was not 
deducted in computing the individual’s tax payable under this 
Part for the immediately preceding taxation year), each of 
which is 


(a) where a tax credit is provided under the law of a prov- 
ince in respect of the acquisition of the share by the indi- 
vidual, the amount, if any, by. which 


(i) 40% of the net cost to the individual of the share 
exceeds 
. (ii) the amount of the tax credit so provided, and 


(b) in any other case, 20% of the net cost'to the individ- 
ual of the share. 


Pre-RSC History: See under subsec. 127.4(4). 


tax payable under this Part for the preceding taxation year), (4) Exceptions to cooling-off period — Subsec- 


each of which is 


tion (3) does not apply to an individual for a taxation 


(a) where a tax credit is provided under the law of a prov- year as a consequence of the redemption, acquisition 


ince in respect of the acquisition of, or subscription for, 
the share by the individual or the trust, and the share is’ 
not a share of a registered labour-sponsored venture capi- 
tal corporation (within the meaning assigned by section 
204.8), the amount, if any, by which 


(i) 40% of the net cost to the individual or'the trust of 
the share 


exceeds 
(ii) the amount of the tax credit so provided; and 


(b) in any other case, where the information return de- 
scribed in paragraph 204.81(6)(c) in respect of the share 
was filed with the individual’s return of income under 
this Part for the year (other than a return of income filed 
under subsection 70(2), paragraph 104(23)(d) or 
128(2)(e) or subsection 150(4)), 20% of the net cost to 
the individual or the trust of the share. 


Subsec. 127.4(3) amended by 1994, c. 8, subsec. 17(2), applicable 
to 1992 et seg. Subsec. (3) formerly read: 


(3) The labour-sponsored funds tax credit of an individual for 
a taxation year is the total of all amounts, in respect of an 
approved share acquired or irrevocably subscribed and paid 
for by the individual in the year or within 60 days after the 
end of the year (to the extent that it was not deducted in com- 
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or cancellation of a share where 


(a) the individual dies in the year and before the 
redemption, acquisition or cancellation; 


(b) the individual’s labour-sponsored funds tax 
credit in respect of the original acquisition of the 
share is nil; : 
(c) tax becomes payable under Part XII.5 because 
of the redemption, acquisition or cancellation; 


(d) an amount determined under regulations made 
for the purpose of clause 204.81(1)(c)(v)(F) is di- 
rected to be remitted to the Receiver General in 
order to permit the redemption, acquisition or 
cancellation; or 


(e) the individual becomes either disabled and 
permanently unfit for work or terminally ill in the 
year 


(i) after the last original acquisition in the year 
of any approved share by the individual or by 
a qualifying trust for the individual in respect 
of that share, and 


S. 127.4(4)(e) (ii 


(ii) before the redemption, acquisition or 
cancellation. 

Related Provisions: 40(2)(i)— Determination of capital; 

117(1)— Tax payable under this Part; 127.4(6) — Determination 

of labour-sponsored funds tax credit; 186.1 — LSVCC exempt from 

Part IV tax. 

History: Subsec. 127.4(4) amended by 1997, c. 25, subsec. 37(4), 

applicable to 1996 et seq. Subsec. (4) formerly read: 
(4) Idem — Notwithstanding subsection (3), where para- 
graph (3)(a) applies in computing an individual’s labour- 
sponsored funds tax credit for a taxation year in respect of an 
approved share and the amount of the tax credit referred to in 
that paragraph is less than 20% of the consideration for which 
the share was issued, the amount determined under that para- 
graph for the year in respect of the share shall be deemed to 
be nil. aY 

Subsec. 127.4(4) amended by 1994, c. 8, subsec. 17(2), applicable 

to 1992 et seq. Subsec. (4) formerly read: 
(4) Notwithstanding subsection (3), where paragraph (3)(a) is 
applicable in computing an individual’s labour-sponsored 
fund tax credit for a taxation year in respect of an approved 
share acquired by the individual and the amount of the tax 
credit referred to in that paragraph is less than 20% of the 
consideration for which the share was issued, the amount de- 
termined under that paragraph for the year in respect of the 
share shall be deemed to be nil. 


Pre-RSC History: Subsecs. 127.4(3) and (4) substituted by 1988, 
c. 55, s. 110, applicable to 1988 et seg. Subsecs. (3) and (4) for- 
merly read: 


(3)' Computation of tax credit — The labour-sponsored 
funds tax credit of an individual for a taxation year is the ag- 
gregate of all amounts in respect of an approved share ac- 
quired by him in the year or within 60 days after the end of 
the year (to the extent that it was not included in computing 
his tax payable for a previous taxation year) each of which is 
the amount, if any, by which 


(a) 40% of the net cost to him of the share 
exceeds 


(b) any tax credit provided under the law of a province in 
respect of the acquisition of the share by the individual. 


(4) Idem — Notwithstanding subsection (3), where the tax 
credit referred to in paragraph (3)(b) is less than 20% of the 
consideration for which the share was issued, the amount de- 
termined under that subsection in respect of the share shall be 
deemed to be nil. 


(5) Labour-sponsored funds tax credit 
limit — For the purpose of subsection (2), an indi- 
vidual’s labour-sponsored funds tax credit limit for a 
taxation year is the lesser of 


(a) $525, and 
(b) the amount, if any, by which 


(i) the total of all amounts each of which is the 
individual’s labour-sponsored funds tax credit 
in respect of an original acquisition in the year 
or in the first 60 days of the following taxa- 
tion year of an approved share 


exceeds 


(ii) the portion of the total described in sub- 
paragraph (i) that was deducted. under subsec- 
tion (2) in computing the individual’s tax pay- 
able under this Part for the preceding taxation 
year. 


Income Tax Act, Part I, Div. E 


Related Provisions: 127.4(6) — Determination of labour-spon- 
sored funds tax credit. 


History: Subsec. 127.4(5) added by 1997, c. 25, subsec. 37(4), ap- 
plicable to 1996 et seg., except that in its application to the 1996 
taxation year, subseéc. (5) shall be read as follows: 


(5) For the purpose of subsection (2), an individual’s labour- 
sponsored funds tax credit limit for a taxation year is the 
lesser of 


(a) the total of 


(i) the lesser of $1,000 and the amount, if any, by 
which 


(A) the total of all amounts each of which is the 
individual’s labour-sponsored funds tax credit. in 
respect of an original acquisition after 1995 and 
before March 6, 1996 of an approved share 


exceeds 


(B) such portion of the amount deducted under 
subsection (2) in computing the individual’s tax 
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payable under this Part. forthe 1995. taxation 
year as is attributable to the original acquisition 
after 1995 of an approved share, and 

(ii) the amount, if any, by which $525 exceeds the 


amount determined under subparagraph (i) in respect 
* of the individual for the year, and 


(b) the amount, if any, by which 


(i) the total of all amounts each of which is the indi- 
vidual’s labour-sponsored funds tax credit in respect 
of an original acquisition in the year or in the first 60 
days of the following taxation year of an approved 
share 

exceeds 
(ii) the portion of the total described in subparagraph 
(i) that was deducted under subsection (2) in comput- 
ing the individual’s tax payable under this Part for 
the preceding taxation year. 


(6) Labour-sponsored funds tax credit — For 
the purposes of subsections (4) and (5), an individ- 
ual’s labour-sponsored funds tax credit in respect of 
an original acquisition of an approved share is equal 
to the least of 


(a) 15% of the net cost to the individual (or to a. 


qualifying trust for the individual in respect of the 
share) for the original acquisition of the share by 
the individual or by the trust, 


(b) nil, where the share was issued by a registered 
labour-sponsored venture capital corporation un- 
less the information return described in paragraph 
204.81(6)(c) is filed with the individual’s return 
of income for the taxation year for which a claim 
is made under subsection (2) in respect of the 
original acquisition of the share (other than a re- 
turn of income filed under subsection 70(2), para- 
graph 104(23)(d) or esi sea or subsection 
150(4)), 


(c) nil, where the individual dies after December 
5, 1996 and before the original acquisition of the 
share, and 


(d) nil, where a payment in respect of the disposi- 
tion of the share has been made under section 
21.9. 


Related Provisions: 21 1.7“labour-sponsored funds tax credit” — 
Determination of credit for purposes of Part XII.5. 


History: Subsec. 127.4(6) added by 1997, c. 25, subsec. 37(4), ap- 
plicable to 1996 et seqg., except that the reference to “15%” in para. 
(6)(a) shall be read as “20%” for original acquisitions that occurred 
before March 6, 1996. 


Pre-RSC History [s. 127.4]: S. 127.4 added by 1986, c. 6,.s. 73, 
applicable to shares acquired after May 23, 1985. 


Definitions [s. 127.4]: “amount” — 248(1); “annuitant” — 
146(1); “approved share” —127.4(1); “individual” — 248(1); “la- 
bour-sponsored funds tax credit” — 127.4(1), (6); “labour-spon- 
sored funds tax credit limit” — 127.4(5); “net cost” — 127.4(1); 
“original acquistion” — 248(1); “qualifying trust” — 127.4(1); 
“registered retirement savings plan” — 146(1), 248(1); “share” — 
248(1); “spouse” — 252(4)(a); “tax otherwise payable” — 127.4(1); 
“tax payable” — 248(2); “taxation year” — 249; “trust” — 104(1), 
248(1), (3). 


Forms [s. 127.4]: T5006 Supp: Statement of registered LSVCC 
class A shares. 


S. 127.41(1) 


127.41 (1) Part Xll.4 tax credit [qualifying 
environmental trust beneficiary] — In this sec- 
tion, the Part XII.4 tax credit of a taxpayer for.a par- 
ticular taxation year means the total of 


(a) all amounts each of which is an amount deter- 
“mined by the formula 


B 
A k= 
€ 


where 


A. is the tax payable under Part XII.4 mn a quali- 
fying environmental trust for a taxation year 
(in this paragraph referred to as the “‘trust’s 
year’) that ends in the particular year, 


Bis the amount, if any, by which the total of all 
amounts in respect of the trust that were in- 
cluded (otherwise than because of being a 
member of a partnership) because of the ap- 
plication of subsection 107.3(1) in computing 
the taxpayer’s income for the particular year 
exceeds the total of all amounts in respect of 
the trust that were deducted (otherwise than 
because of being a member of a partnership) 
because of the application of subsection 
107.3(1) in computing that income, and 


C.is the trust’s income for, the trust’s year, com- 
puted without reference to subsections 104(4) 
to (31) and sections 105 to 107, and 


(b) in respect of each partnership of which the 
taxpayer was a member, the total of all amounts 
each of which is the amount that can reasonably 
be considered to. be the taxpayer’s share of the 
relevant credit in respect of the partnership and, 
for this purpose, the relevant credit in'respect of a 
partnership is the amount that would, if a partner- 
ship were a person and its fiscal period were its 
taxation year, be the Part XII.4 tax credit of the 
partnership for its taxation year that ends in the 
particular year. 
Related Provisions: 87(2)(j.93) — Amalgamations — continu- 
ing corporation, 126(7)“tax for the year otherwise payable under 
this Part” — Credit under 127.41 ignored for foreign tax credit 
purposes. 


History: The description of A in para. 127.41(1)(a) amended by 
1998, c. 19, 's..34, applicable to taxation years that end after Febru- 
ary 18, 1997. The description of A formerly read: 


A is the tax payable under Part XIJ.4 by a mining reclama- 
tion trust for a taxation year (in this paragraph referred to 
as the “trust’s year”) that ends in the particular year, 


: The description of B in para. 127.41(1)(a) amended by the said qq, 


s. 148, applicable to taxation years that end after February 22, 1994. 
The description formerly read: 


Bis the amount, if any, by which the total of all amounts in 
respect of the trust that were included (otherwise than be- 
cause of being a member of a partnership) because of the 
application of subsection 107.3(1) in computing the tax- 
payer’s income for the particular year exceeds the total of 
all amounts in respect of the trust that were deducted be- 
cause of the application of subsection 107.3(1) in com- 
puting such income, and 
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Subsec. 127.41(1) added by 1995, c. 3, s. 39, won to taxation mined under section 127.51 exceeds the indi- 
years that end-after/February) 2231994. ‘vidual’s special foreign tax credit determined 
(2) Reduction of Part | tax — There may be de- _ under ito 127.54 for the en and 
ducted from a taxpayer’s tax otherwise payable (ii) the total of all amounts required under sec- 
under this Part for a taxation year such amount as the tions 120 and 120.1 to be added to the tax oth- 
taxpayer claims not exceeding the taxpayer’s: Part erwise payable under this Part by the individ- 
XII.4 tax credit for the year. ual for the year 


History: Subsec. 127.41(2) added by 1995, c. 3, s. 39, applicable to 
taxation years that end after February 22, 1994. 


(3) Deemed payment of Part | tax —'There is 
deemed to have been paid on account of the tax. pay- 
able under. this Part by a taxpayer (other than a tax- 
payer exempt from such tax) for a taxation year on 
the taxpayer’s balance-due day for the, year, such 
amount as the taxpayer claims not exceeding the 
amount, if any, by which 


(a) the taxpayer’s Part XII.4 tax credit for the 
year : 


exceeds 


(b) the amount deducted under subsection (2) in 
computing the taxpayer’s tax payable under this 
Part for the year. 


Related Provisions: 152(1)(b) — Assessment of amount deemed 
paid; 157(3)(e) — Reduction in monthly corporate instalments to 
reflect credit; 163(2)(e) — Penalty for false statement or omission. 
History: The opening words of subsec. 127.41(3) amended by 
1997} 10325} $3385 widen > to 1996 et seg. The opening words 
formerly read: 


(3) There shall be deemed to have been paid on account of 
tax payable under this Part by a taxpayer (other than a tax- 
payer exempt from such tax) for a taxation year, where the 
taxpayer is an individual, on the individual’s balance-due day 
for the year and, where the taxpayer is a corporation, on the 
day referred to in paragraph 157(1)(b) on or before: which the 
remainder.of the taxes payable under this Part for the year by 
the taxpayer would be required to be paid if such a remainder 
were payable, such amount as the taxpayer claims not ex- 
ceeding the amount, if any, by which 


Subsec. 127.41(3) added by 1995, c. 3, s. 39, applicable to taxation 
years that end after February 22, 1994. 


Definitions [s. 127.41]: “amount”, Ubatnce tite day” — 248(1); 
“fiscal period” — 249(2)(b), 249.1; “Part XII.4 tax credit” — 
127.41(1); “qualifying environmental trust” — 248(1); “taxation 
year” — 11(2), 249; “taxpayer” — 248(1): “trust’s year” — 
107.3(1). : 


Division E.1 — Minimum Tax 


127.5 Obligation to pay minimum tax — Not- 
withstanding any other provision of this Act but sub- 
ject to section 127.55, where the amount that, but for 
sections 120 and 120.1, would be determined under 
Division E to be the tax payable by an individual for 
a taxation year is less than the amount determined 
under subparagraph (a)(i) in respect of the individ- 
ual, the tax payable under this Part for the year by 
the individual is the amount, if any, by which 


(a) the total of 


(i) the amount, if any, by which the minimum 
amount for the year of the individual deter- 
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exceeds 


(b) the amount, if any, that may be deducted 
-under subsection 120.1(1) from the tax otherwise 
payable under this Part by the individual for the 

year. 


Related Provisions: 117(1) — “Tax payable” to be calculated 
without reference to minimum tax; 120.2 — Minimum tax carry- 
over; 127.54(2) — Foreign tax credit; 127.55 — Where minimum 
tax not applicable. 


History: The opening words of subsec: 127.5 amended by 1998, c. 
19, s. 149, applicable to 1992 et seg. The opening words formerly 
read: 


127.5: Obligation to pay minimum. tax — Notwithstanding 
any other provision of this Act, but subject to section 127.55, 
where the amount that, but for sections 120 and 120.1, would 
be determined under Division E to be the tax payable by an 
individual for a taxation year is less than the amount deter- 
mined under subparagraph (a)(i) in respect of the individual, 
the tax payable under this Part for the year by the individual 
(other than a related segregated fund trust within the meaning 

assigned by paragraph 138.1(1)(a) or a mutual fund trust) is 
the amount, if any, by which 


Definitions: “amount”, “individual” — 248(1); “mutual fund 


trust” — 132(6),.248(1); “taxation year” — 249. 
Interpretation Bulletins: IT-270R2: Foreign tax credit. 


Forms: T3 Sched. 12: Calculation of minimum tax; T7B-2: Calcu- 
lation of instalments.on minimum tax; T7B-3; Calculation of instal- 
ments.on minimum tax (farmers and fishermen); T691: Calculation 
of minimum tax; T691A: Minimum tax supplement — multiple 
jurisdictions. 


127.51 Minimum amount determined — An in- 
dividual’s minimum amount for a taxation year is the 
amount determined by the formula 


RR eHHOB 
where 


A. is the appropriate percentage for the year; 


B ‘is the individual’s adjusted taxable income for the 


year determined under section 127.52; 


C is the individual’s basic exemption for the year 
determined under section 127.53; and 


D is the individual’s basic minimum tax credit for 
the year determined under section 127.531. 


Related Provisions: i27(5)— Investment tax credit; 257 — 
Formula cannot calculate to less than zero. 


S. 127.52(1)(b) 


Pre-RSC History: S. 127.51 substituted by 1988, c. 55, s. 111, 
applicable to 1988 et seg. S. 127.51 formerly read: 


127.51 Minimum amount determined — An individual’s 
minimum amount for a taxation year is 17% of the amount, if 
any, by which his adjusted taxable income for the year deter- 
mined under section, 127.52 exceeds his basic. exemption for 
the year as determined under section 127.53. 


Definitions: “appropriate percentage”, “individual” — 248(1); 
“taxable income” — 2(2), 248(1); “taxation year” — 249. 


Forms: T3 Sched. 12: Calculation of minimum. tax; T7B-2: Calcu- 
lation of instalments on minimum tax; T7B-3: Calculation of instal- 
ments on minimum tax (farmers and fishermen); T691: Calculation 
of minimum tax; T691A: Minimum tax supplement — multiple 
jurisdictions. 


127.52 (1) Adjusted taxable income deter- 
mined — Subject to subsection (2), an individual’s 
adjusted taxable income for a taxation year is the 
amount that would be the individual’s taxable in- 
come for the year or the individual’s taxable income 
earned in Canada for the year, as the case may be, if 
it were computed on the assumption that 


(a) the total of all amounts deductible under any 
of paragraphs 8(1)(m) and.60() to (j.2) in com- 
puting the individual’s income for the year, were 
the lesser of 


~ (i) the total of the amounts otherwise so de- 
ductible, and 


(ii) the total of 


(A) the amount otherwise so deductible 
under paragraph 60(i) by reason of SRS C= 
tion 146(6. 1), and 


(B) all. amounts each of which was in- 
cluded in computing the individual’s in- 
come for the year and is a single payment 
out of or under a deferred profit sharing 
plan, a superannuation or pension fund or 
plan.or a foreign retirement arrangement 


(I) as a consequence of the death, with- 
drawal from the fund, plan or arrange- 
ment or termination. of employment of 
a person, : 


(II) on the winding-up of the fund, plan 
or arrangement in full satisfaction of all 
rights of the payee in or under the fund, 
plan or arrangement, or 


(IIL) to which the individual is entitled 
because of an amendment to the fund, 
plan or arrangement; 


(b) the total of all amounts each of which is an 
amount deductible under paragraph 20(1)(a) or 
any of paragraphs 20(1)(c) to (f) in computing the 
individual’s income for the year in respect of a 
rental or leasing property (other than an amount 
included in the individual’s share of a loss re- 
ferred to in paragraph (c.1)) were the lesser of the 
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total of all amounts otherwise so deductible and 
the amount, if any, by which the total of 


(i) the total of all amounts each of which is the 
individual’s income for the year from the rent- 
ing or leasing of a rental or leasing property 
owned by the individual or by a partnership, 
computed without reference to es 
20(1)(a) and (c) to (f), and 


(ii) the amount, if any, by which 


(A) the total of all amounts each of which 
is the individual’s taxable capital gain for 
the year from the disposition of a rental or 
leasing property owned by the individual 
or by a partnership 


exceeds 


(B) the total of all amounts each of which 
is the individual’s allowable capital loss 
for the year from the disposition of a rental 
or leasing property owned by the individ- 
ual or by a partnership 


exceeds the total of all amounts each of which is 
the individual’s loss for the year from the renting 
or leasing of a rental or leasing property owned 
by the individual or by a partnership (other than 
an amount included in the individual’s share of a 
loss. referred to in paragraph (c.1)), computed 
without reference to paragraphs 20(1)(a) and (c) 
to (f); 

(c) the total of all amounts each of which is an 
- amount deductible under paragraph 20(1)(a) or 
any of paragraphs 20(1)(c) to (f) in computing the 
individual’s income for the year in respect of a 
film property referred to in paragraph (w) of 
Class 10 of Schedule II to the Income Tax Regu- 
lations (other than an amount included in the in- 
dividual’s share of a loss referred to in paragraph 
(c.1)) were the lesser of the total of all amounts 
otherwise so deductible by the individual for the 
year and the amount, if any, by which the total of 


(i) the total of all amounts each of which is the 
individual’s income for the year from the rent- 
ing or leasing of a film property owned by the 
individual or by a partnership, computed with- 
out reference to paragraphs 20(1)(a) and (c) to 
(f), and 

(ii) the amount, if any, by which 


(A) the total of all amounts each of which 
is the individual’s taxable capital gain for 
the year from the disposition of such a film 
property owned by the individual or by a 
partnership 


exceeds 


(B) the total of all amounts each of which 
is the individual’s allowable capital: loss 
for the year from the disposition of such a 
film property owned by the individual or 
by a partnership 


1130 


Income Tax Act, Part I 


exceeds the total of all amounts each of which is 
the individual’s loss for the year from such a film 
property owned by the individual or by a partner- 
ship (other than amounts included in the individ- 
ual’s share of a loss referred to in paragraph 
(c.1)), computed without reference to paragraphs 
20(1)(a) and (c) to (f);- 

(c.1) where, during a partnership’s fiscal period 
that ends in the year (other than a fiscal period 
that ends because of the application of subsection 
99(1)), the individual is a limited partner of the 
partnership or a member of the partnership who 
was a specified member of the partnership at all 
times since becoming a member of the partner- 
ship, or the individual’s interest in the partnership 


_ is an interest for which an identification number 


is required to be, or has been, obtained under sec- 
tion 237.1, 


(i) the individual’s share of allowable capital 
losses of the partnership for the fiscal period 
were the lesser of 


(A) the total of all amounts each of which 

is the individual’s 

_ (1) share of a taxable capital gain for 
the fiscal period from the disposition of- 
property (other than property acquired 
by the partnership in a transaction to 

_- which subsection 97(2) applied), or 


(II) taxable capital gain for the year 
from the disposition of the individual’s 
interest in the partnership if the individ- 
ual, or a person who does not deal at 
arm’s length with the individual, does 
not have an interest in the partnership 
(otherwise than because of the applica- 
tion of paragraph 98(1)(a) or 
98.1(1)(a)) throughout the following 
taxation year, and 


(B) the individual’s share of -allowable 
capital losses of the PrP ae for the fis- 
cal period, 


(ii) the individual’s share of each loss from a 
business of the partnership for the fiscal pe- 
riod were the lesser of 


(A) the individual’s share of the loss, ahd 
(B) the amount, if any, by which 


(1) the total of all amounts each of 
which is the individual’s 


1. share of a taxable capital gain for 
the fiscal period from the. disposi- 
tion of property used by the partner- 
ship in the business (other than 
property acquired by the partnership 
in a transaction to which subsection 
97(2) applied), or 5 

2. taxable capital gain for the year 
from the disposition of, the individ- 
ual’s interest in the partnership. if 
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the individual, ora person who does 
not deal at arm’s length with the in- 
dividual, does not have an interest 
in the partnership (otherwise than 
because of the application of para- 
graph 98(1)(a) or °98.1(1)(a)) 
throughout: the following taxation 
year 


exceeds 


(iI) the total of all amounts each of 
which is the individual’s. share of an al- 
lowable capital loss for the fiscal pe- 
- riod, and . 
(iii) the individual’s: share..of losses from 
property of the partnership for the fiscal pe- 
riod were the lesser of 


-» (A) the total of 


(I) the individual’s share of incomes for | 


the fiscal period from properties of the 
partnership, and 


(II) the amount, if any, by which the to- 
tal of all amounts each of which is the 
‘individual’s 
1. share of a taxable capital gain for 
the fiscal period from the disposi- 
tion of property held by the partner- 
_ ship for the purpose of earning in- 
come, from property (other than 
| property acquired by the partnership 
in a transaction to which subsection 
97(2) applied), or — 


2. taxable capital gain for the year 
from the disposition of the individ- 
ual’s-interest in the partnership if 
the individual, or a person who does 
not deal at arm’s length with the in- 
dividual, does not have an interest 
in. the partnership (otherwise than 
because of the application of para- 
graph. 98(1)(a).. or 98.1(1)(a)) 


throughout the following taxation | 


year, 


exceeds the total of all amounts each of 


which is the individual’s share of an al- 
lowable capital loss for the fiscal pe- 
riod, and 


(BY the individual’s share of losses from 
property of the parinersbip for the fiscal 
period; 


(c.2) where, during a fiscal period of a partner- 
ship that ends in the year (other than a fiscal pe- 
riod that ends because of the application of sub- 
section 99(1)), 


(i) the individual. is a limited partner of the 

partnership, or is a member of the partnership 

who was.a_ specified member of the partner- 

ship at all times, since becoming a member of 
.. the partnership, or 
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(ii) the partnership owns a rental or leasing 
property or a film property and the individual 
is a member of the partnership, 


the total of all amounts each of which is an 
amount deductible under any of paragraphs 
20(1)(c) to (f) in computing the individual’s in- 
come’ for the. year in respect of the individual’s 
acquisition of the partnership interest were the 
lesser. of 


(iii) the total of all amounts otherwise so de- 
ductible, and 


(iv) the total of all amounts each of which is 
the individual’s share of any income of the 
partnership for the fiscal period, determined in 
accordance with subsection 96(1); 


(c.3) the total of all amounts each of which is an 


amount deductible in computing the individual’s 
income for the year in respect of a property for 
which an identification number is required to be, 
or has been, obtained under section 237.1 (other 
than an amount to which any of paragraphs (b) to 
(c.2) applies) were nil; 


(d) except in respect of dispositions of property 
occurring before. 1986 or to which section 79 
applies, 


(i) sections 38 and 41 were read without the 
references therein to “3/4 of’, other than in 
the case of a capital gain from a disposition 
that is the making of a gift of property to a 
qualified donee (as defined in subsection 
149.1(1)), and . 


(ii),.each amount. deemed~ by subsection 
104(21) to be a taxable capital. gain for the 
year of the individual were equal to “/3 of that 
amount; 


(e) the total of all amounts deductible under sec- 
tion 65, 66, 66.1, 66.2 or 66.4 or under subsection 
29(10) or (12) of the Income Tax Application 
Rules in computing the individual’s income for 
the year were the lesser of the amounts otherwise 
so deductible by the individual for the year and 
the total of 


(i) the! individual’s income ‘for the year from 
royalties in respect of, and such part of the in- 
dividual’s income, other than royalties, for the 
year as may reasonably be considered as at- 
tributable to, the production of petroleum, nat- 
ural gas and minerals, determined before de- 
ducting those amounts, and 


(ii) all amounts included in computing the in- 

dividual’s income for the year under section 

59; 
(e.1) the total of all amounts each of which is an 
amount deductible under any of paragraphs 
20(1)(c) to (f).in computing the individual’s in- 
come for the year in respect of a property that is a 
flow-through share (if the individual is the person 
to whom the share. was issued under an agree- 


S. 127.52(1)(e.1) 


ment referred to in the definition “flow-through 
share” in subsection 66(15)), a Canadian resource 
property or a foreign resource property were the 
lesser of the total of the amounts otherwise so de- 
termined for the year and the. amount, if any, by 
which 


(i) the total of all amounts each of which is an 
amount described in subparagraph (e)(i) or 
(ii), determined without reference to 
paragraphs 20(1)(c) to (f), 


exceeds 


(11) the total of all amounts each of which is an 

_ amount deductible under section 65, 66, 66.1, 
66.2 or 66.4 or under. subsection 29(10) or 
(12) of the Income Tax Application Rules in 
computing the individual’s income for the 
year; 


(f) subsection 82(1) were read without reference 
to that portion following paragraph 82(1)(a); 


(g) the total of all amounts deductible under sec- 
tion 104 in computing the income of a trust for 
the year were equal to the total of 


(1) the total of all amounts otherwise deducti- 
ble under that section, and 


(i1) the total of all amounts each of which is 1/3 
of 


(A) amounts designated by the trust under 
subsection 104(21) for the year, or 


(B) that portion of a net taxable capital 
gain of the trust that may reasonably be 
considered to 


(I) be part of an amount included, by 
virtue of subsection 104(13) or section 
105, in computing the income for the 
year of a non-resident beneficiary of 
the trust, or 


(II), have: been paid in the year by a 
trust governed by an employee benefit 
plan to a beneficiary thereunder; 


(h) the only amounts deductible under sections 
110 to: 110.7 in computing the individual’s taxa- 
ble income for the year or taxable income earned 
in Canada for the year, as the case may be, were 
the amounts deducted under any of subsections 
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earned in Canada for the year, as the case may be, 
the only amounts deductible under 


(i) paragraphs 111(1)(a), (c), (d) and (e) were 
the lesser of 


(A) the amount deducted under those 
paragraphs for the year, and 


(B) the total of all amounts that would be 
deductible under those paragraphs for the 
year if ee 


(1) paragraphs (b), (c) and (e) of this 
subsection, as they read in respect of 
taxation years that began after 1985 and 
before 1995, applied in computing the 
individual’s non-capital loss, restricted 
farm loss, farm loss and limited part- 
nership loss for any of those years, and 


(IL) paragraphs (b) 'to (c.3), (e) and (e.1) 
of this subsection applied in computing 
the individual’s non-capital loss, re- 
stricted farm loss, farm loss and limited 
partnership loss for any taxation year 
that begins after 1994, and 


(11) paragraph 111(1)(b) were the lesser of - 


(A) the total of all amounts each of which 
is an amount that can reasonably be con- 
sidered to be the amount that the individ- 
ual would have deducted under paragraph 
111(1)(b) had paragraph (d) of this subsec- 
tion been applicable in computing the 
amount deductible under paragraph 
111(1)(b), and 


(B) the total of all amounts that would be 
deductible under. that paragraph for the 
year if 


(1) paragraph (d) of this subsection ap- 
plied in computing the individual’s net 
capital loss for any taxation year that 
began before 1995, and 


(II) paragraphs (c.1) and (d) of this sub- 
section applied in computing the indi- 
vidual’s net capital loss for any taxation 
year that begins after 1994; and 


(j) the Income Tax Application Rules were read 
without reference to section 40-of that Act. 


110(2), 110.6(2), (2.1), (3) and (12) and 110.7(1) 
and the amount that would be deductible under 
paragraph 110(1)(f) if paragraph (d) were appli- 
cable in computing the individual’s income for 
the year; 


Related Provisions: 127.52(2) — Certain CCA claims by part- 
nership deemed claimed by partner; 127.52(2.1) Specified mem- 
ber of partnership — anti-avoidance rule; 127.52(3) — Rental or 
leasing property; 248(8) — Occurrences as a consequence of death. 


History: Paras. 127.52(1)(b) and (c) amended, and paras. (c:1) to 
(c.3), (e.1), and (h.1), added, by 1998, c. 19, subsec, 150(1)-(3), 
paras. (b), (c) to (c.3), and (e.1) applicable to taxation years of an 
individual that begin after 1994, and (h.1) applicable to the 1994 
and 1995 taxation years. Paras. 127.52(1)(b) and (c) formerly read: 


(h.1) the formula in paragraph 110.6(21)(a) were 
read.as 


A-B 


(i) in computing the individual’s taxable income 
for the year or the individual’s taxable income 


(b) the total of all amounts deductible by the individual under 
paragraph 20(1)(a) for the year in respect of residential 
properties were the lesser of the total of all amounts other- 
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wise so deductible by the individual for the year and the 
amount, if any, by which © 


_ @) the total of the individual’ s incomes for the year from 
the renting or leasing of residential properties owned by 
the individual or by a partnership, computed without ref- 
erence to paragraph 20(1)(a), 


exceeds 


(ii) the total of the individual’s losses for the year from 
_, the renting or leasing of residential properties owned by 
the individual or by a partnership, computed without ref- 
erence to paragraph 20(1)(a); ’ 


(c) the total of all amounts deductible by the individual under 
paragraph 20(1)(a) for the year in respect of film properties 

- were the lesser of the total of all amounts otherwise so de- 
ductible by the individual for the year and the amount, if any, 
by which 


(i) the total of the individual’s incomes for the year from 
the renting or leasing of film properties owned by the in- 
dividual or by a partnership, computed without reference 
to paragraph 20(1)(a), 


exceeds 


(i1) the total of the individual’s losses for the year from 
the renting or leasing of film properties owned by the in- 
‘dividual or by a partnership, computed without reference 
to. paragraph 20(1)(a); 


Cl. 127.52(1)(i)()(B) amended. by the saidc. 19, subsec. 150(4), ap- 
plicable. to all taxation years. Cl. 127.52(1)(@)G)(B). formerly. read: 


(B) the amounts that would be deductible under those 
paragraphs for the year if paragraphs (b), (c) and (e) of this 
subsection were applicable in computing the individual’s 
non-capital loss, restricted farm loss, farm loss and the lim- 
ited partnership loss for any taxation year ee after 
1985, and 


Cl. 127.52(1)(G)Gi)(B) amended by the said c, 19, subsec. 1505), 


_applicable to all taxation years except that, in determining an indi- 
vidual’s adjusted taxable income for taxation years that began 
before 1995, subcl. 127.52(1)()Gi)(B)() shall be read as follows: 


““(I) paragraph (d) of this subsection applied in computing the 
individual’s net capital loss for any taxation’ year we began 
after 1985 and before 1995, and” 


Cl. 127.52(1)G)Gi)(B) formerly read: 


(B) the total of all amounts that would be deductible under 
paragraph 111(1)(b) if paragraph (d) of this subsection were 
applicable in computing the total referred to in the definition 
“net capital loss” in subsection 111(8) for any taxation year 
commencing after 1985; and 


Subpara. 127.52(1)(d)(i) amended by the said c. 19, $135, nothines 
ble to taxation years that begin after 1996. Subpara. 127.52(1)(d)(@) 
formerly read: 


(i) sections 38 and 41 were read without the references 
therein to “7/4 of’, and 


Para. 127.52(1)(d) amended by 1994, c. 7, Sch. VIII (1993, c. 24), s. 
70, applicable to 1991 et seg. Para. (1)(d) formerly read: 


(d) except in respect of, dispositions of property occurring 
before 1986 or to which section 79 applies, sections 38 and 
4] were read without the references to the fraction set out in 
those two sections; 


Cl. 127.52(1)(a)(ii)(B) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 106(1), applicable to 1990 et seg. That cl. formerly 
read: 


(B) the total of all amounts each of which was included in 
computing the individual’s income for the year and which is a 


$.-127.52(1) 


single payment out of or under a deferred profit sharing plan 
Or a superannuation or pension fund or plan 


(1) as a consequence ‘of the death, withdrawal from: the 
fund or plan or termination of employment of a person, 


(II) on the winding-up of the fund or plan in full satisfac- 
tion of all rights of the payee in or under the fund or plan, 
or 


(IML): to. which: the: individual: is entitled by virtue of an 
amendment to the fund or plan; 


Para. 127.52(1)(h) substituted by 1994, ¢. 7, Sch. 81. c. 49), 
subsec. 106(2),; applicable to 1986 et seq., except that in its applica- 
tion to the 1986 to 1988 taxation years the para. shall be read as 
follows: 


_(h) the only amounts deductible under sections 110 to 110.7 
in computing the individual’s taxable income for the year or 
the individual’s taxable income earned in Canada for the 
year, as the case may be, were the amounts deducted under 
any of paragraph 110(1)(i) and subsections 110(2), 110.6(2), 
(2.1), (3) and (12) and 110.7(1) of this ‘Act’ and: subsection 
110.4(1) of the Income Tax Act, chapter 148 of the Revised 
Statutes of Canada, 1952, as.it applied. to taxation years ,end- 
ing before. 1988, and. the amount that would be deductible 
under paragraph 110(1)(f) if paragraph (d) were applicable in 
computing the individual’s income for the year; | 

Para. (1)(h) formerly, read: 


- (h) the only amounts deductible undef sections’ 110°to 110.7 
in computing the individual’s taxable income’ for the year or 
the individual’s taxable income earned’ in Canada’ forthe 
year, as the case may be, were the amounts deducted under 
any of paragraphs 110(1)(f) and. (i) and subsections 110(2), 
110.6(2), (2.1), (3) and (12) and 110.7(1) of this Act and sub- 
section 110.4(1) of the Income.Tax Act, chapter 148. of the 
Revised Statutes of Canada, 1952, computed without refer- 
ence to this section; . 


Subpara. 127.52(1)(@)(i). substituted by 1994,.c:7,.Sch. IL(1991, c. 
49), subsec. 106(3); applicable to. taxation years PERI after 
1985. Subpara. (1)@)@) formerly read: 


(i) paragraphs 111(1)(a), (c) and (d) were ‘the HAbér of: 


(A) the amount deducted under each of those Denerephs, 
and 


(B) the amount that would be deductible*under each of 
those paragraphs if paragraphs (b), (c) and (e) of this:sub- 
section were applicable in determining the amount for E 
in the definition “non-capital loss” in subsection 111(8) 
for any taxation year commencing after 1985, and 


Pre-RSC History: Para. 127.52(1)(a) substituted by 1990, c. 35, s. 
11, applicable to 1990 et seg. except that in its application to the 
1990 taxation year the para. shall be read’ as follows: 


(a) the aggregate of all amounts deductible under any of 
paragraphs 8(1)(m) and (m.1) and 60(i) to G.2) in.computing 
the individual’s income for the year were the lesser of 
(i) the aggregate of the amounts otherwise so deductible, 
and 


(11) the aggregate of all amounts each of whens was. in- 
cluded in computing the individual’ s income for the year 
and that.is a Single payment out of or under a deferred 
profit sharing plan or a superannuation or pension fund or 
plan 
(A) as a consequence of the death, withdrawal from 
the fund or plan or termination of employment,of a 
person, 
(B) on the winding-up of the fund or plan in full sat- 
isfaction, of all rights of the payee-in or under the 
fund or plan, or 
(C) to which the individual is entitled by reason of an 
amendment to the fund or plan; 
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Para. 127.52(1)(a) formerly read: 


(a) the aggregate of all amounts deductible under any of 
paragraphs 8(1)(m) and (m.1) and 60(i) to (k) in computing 
his income for the year were the lesser of 
(i) the aggregate of the amounts otherwise so deductible 
by him, and 


(ii) the aggregate of all amounts each of which was in- 
cluded in computing his income for the year and which is 
a single payment out of or pursuant to a deferred profit 
sharing plan or a superannuation or pension fund or plan 


(A) upon the death, withdrawal from the fund or plan 
or termination of employment of a person, 


(B) upon the winding-up of the fund or plan in full 
satisfaction of all rights of the payee in or under the 
fund or plan, or 


(C) to which he is entitled by virtue of an amend- 
ment to the fund or plan; 


Para. 127.52(1)(d) substituted by 1988, c. 55, subsec. 112(1) appli- 
cable to 1986 et seg. Para. 127.52(1)(d) formerly read: 


(d) sections 38 and 41 were read without the references 

therein to “'/2 of” in respect of dispositions of property occur- 

ring after 1985; 
That portion of subpara. 127.52(1)(g)(ii) preceding subcl. (B)(1) 
amended to substitute “each of which is 3 of” for “each of which 
is”, by 1988, c. 55, subsec. 112(2), applicable to 1988 et seq., ex- 
cept that in its application to taxation years ending before 1990 the 
reference to “'/;” in subpara. sisnieqdruitce shall be read as a refer- 
ence to “1/2”. 


Para. 127.52(1)(h) substituted by 1988, c. 55, subsec. 112(3), vappli- 


cable to 1987 et seq. except that, in its application to the 1987 taxa- 
tion year, para. 127.52(1)(h) shall be read as follows: 


(h) the only amounts deductible under sections 109 to 110.7 
in computing his taxable income for the year or his taxable 
income earned in Canada for the year, as the case may be, 
were the amounts deducted under any of subsection 109(1), 
paragraphs 110(1)(a) to (c), (e), (f), (g) and (i) and subsec- 
tions 110(2), 110.4(1), 110.6(2), (3) and (12) and 110.7(1) 
computed without reference to this section; 

Para. 127.52(1)(h) formerly read: 
(h) the only amounts deductible under sections 109 to 110.6 
in computing his taxable income for the year or his taxable 
income earned in Canada for the year, as the case may be, 
were the amounts deducted under any of subsections 109(1), 
paragraphs 110(1)(a) to (c), (e), (f), (g) and (i) and subsec- 
tions 110(2), 110.4(1) and 110.6(2), (3) and (12) computed 
without reference to this section; 

Advance Tax Ruling: ATR-28: Redemption of capital stock of 

family farm corporation. 


(2) Partnerships — For the purposes of subsection 
(1) and this subsection, any amount deductible under 
a provision of this Act in computing the income or 
loss of a partnership for a fiscal period is, to the ex- 
tent of a member’s share of the partnership’s income 
or loss, deemed to be deductible by the member 
under that provision in computing the member’s in- 
come for the taxation year in which the fiscal period 
ends. 

History: Subsec. 127.52(2) amended by 1998, ¢. 19, subsec. 


150(6), applicable to taxation years of an individual that begin after 
1994, Subsec. 127.52(2) formerly read: 


(2) Partnerships — For the purposes of paragraphs (1)(b) 
and (c), where an individual was a member of that partnership 
at the end of its fiscal period, any amount deducted by that 
partnership as a deduction under paragraph 20(1)(a) in re- 
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spect of a residential property or a film property in computing 

its income shall, to the extent of the individual’s share 

thereof, be deemed to have been deducted by the individual 
_ under that paragraph in computing the individual’s income in 

respect of the property for the taxation year in which the fis- 
cal period ended. 


(2.1) Specified member of a partnership — 
Where it can reasonably be considered that one of 
the main reasons that a member of a partnership was 
not a specified member of the partnership at all times 
since becoming a member of the partnership is to 
avoid the application of this section to the member’s 
interest in the partnership, the member is deemed for 
the purpose of this section to have been a specified 
member of the partnership at all times since becom- 
ing a member of the partnership. 


Related Provisions: 40(3.131) — Parallel rule for negative ad- 
justed cost base of partnership interest. 


History: Subsec. 127.52(2.1) added’ by 1998, c. 19, subséc. 150(7), 
applicable after April 26, 1995. 


(3) Definitions — For the purposes of this section, 


“film property” means a property described in para- 
graph (n) of Class 12, or paragraph (w) of Class 10, 
of Schedule II to the Income Tax Regulations; 

Pre-RSC History: The definition “film property” in subsec. 
127.52(3) amended to substitute “Class 12 or paragraph (w) of 
Class 10, of Schedule II” for “Class 12 of Schedule IT” by 1988, c. 


55, subsec. 112(4), applicable with respect to property saints af- 
ter 1987. 


“limited partner” has the meaning that would be 
assigned by subsection 96(2.4) if that subsection 
were read without reference to “if the member’s 


partnership interest 1s not an exempt interest (within 


the. meaning phasis by subsection (2.5)) at that 
time and”; 
History: The definition “limited partner” added to subsec. 


127.52(3) by 1998, c. 19, subsec. 150(9),. applicable to taxation 
years of an individual that begin after 1994. 


“rental or leasing property’ means a property that 
is.a rental property or a leasing property for the pur- 
pose of section 1100 of the Income Tax Regulations. 


Related Provisions: 127.52(1)(b), (c.2)Gi) — Application of 
minimum tax. 


History: The definition “rental or leasing property” added to sub- 
sec. 127.52(3) by 1998, c.19, subsec. 150(9), aimee to taxation 
years of an individual that begin after 1994. 


Regulations: 1100(14)-(14.2) (definition of rental property); 
1100(17)—(20) (definition of leasing property). 


“residential property’ — [Repealed] 


History: The definition “residential property” repealed by 1998, c. 
19, subsec. 150(8), applicable to taxation years of an individual that 
begin after 1994. The definition formerly read: 


“residential property” means a property described in Class 31 
or 32 of Schedule II to the Income Tax Regulations and furni- 
ture, fixtures and equipment, if any, located in, and ancillary 
to, that property. . 
Definitions [s. 127.52]: “allowable capital loss” — 38(a), 248(1); 
“amount” — 248(1); “arm’s length” —251(1); “business” — 
248(1); “Canada” — 255; “capital. gain” —54, 248(1); “deferred 
profit-sharing plan” — 147(1), 248(1); “disposition”; of capital 
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property — 54; “employment” — 248(1); “farm loss” — 111(8), 
248(1); “film property” —.127.52(3);, “fiscal period” — 248(1), 
249(2)(b), 249.1; “flow-through share” — 66(15), 248(1); “foreign 
retirement arrangement” — 248(1); “identical” — 40(3.5), 248(12); 
“individual” — 248(1); “limited partner” — 127:52(3); “limited 


partnership loss” — 96(2.1)(e), SRC): “mineral”, — 248(1); “‘non- | 


” 66 ” 66 


property”, “regula- 
*. “residential prop- 


capital loss” — 111(8), 248(1); “person”, 
tion” — 248(1); “rental or leasing property”; 
erty” — 127.52(3); 
member” — 127.52(2.1), 248(1); “taxable capital. gain” — 38(a), 
248(1); “taxable income” —-2(2), 248(1); “taxable income earned 
in Canada” — 115(1), 248(1): “taxation year” — 249, “trust” — 
104(1), 248(1), (3). 


Forms [s. 127.52]: T3 Sched. 12: Calculation of minimum tax; 
T7B-2: Calculation of instalments, on minimum tax; T7B-3: Calcu- 
lation of instalments on minimum tax (farmers and fishermen); 
T691: Calculation of minimum tax; T691A: Msighoty lias tax supple- 
‘ment — multiple jurisdictions. 


127.53 (1) Basic exemption — An individual’s 
basic exemption for a taxation year is 


(a) $40,000, in the, case of an individual other 
than a trust; 


(b) $40,000, in the case of a testamentary trust or 
an inter vivos trust described in subsection 
122(2); and 


(c) in any other case, nil. 


(2) Multiple trusts — Notwithstanding paragraph 
(1)(b), where more than one trust described in that 
paragraph arose as a consequence of contributions to 
the trusts by an individual and those trusts have filed 
with the Minister in prescribed form an agreement 
whereby, for the purpose of this Division, they allo- 
cate an amount to one or more of them for a taxation 
year and the total of the amounts so allocated does 
not exceed $40,000, the basic exemption for the year 
of each of the trusts is the amount so allocated to it. 


Related Provisions: 
regular tax purposes. 


104(2) — Grouping of multiple trusts for 


Forms: T3 Sched. 6: Trusts’ agreement to allocate the basic ex- 
emption from minimum tax. 


(3) Failure to file agreement — Notwithstanding 
paragraph (1)(b), where more than one trust de- 
scribed in that paragraph arose as a consequence of 
contributions to the trusts by an individual and no 
agreement as. contemplated by subsection (2). has 
been filed with the Minister before the expiry of 30 
days after notice in writing has been forwarded by 
the Minister to any of the trusts that such an agree- 
ment is required for the purpose of an assessment of 
tax. under this Part, the Minister may, for the purpose 
of this Division, allocate an amount to one or more 
of the trusts for a taxation year, the total of all of 
which amounts does not exceed $40,000, and the ba- 
sic exemption for the year of each of the trusts is the 
amount so allocated to it. 


Definitions: “amount”, “assessment”, “individual” — 248(1); “in- 
ter vivos trust’ — 108(1), 248(1); “Minister”, “prescribed” — 
248(1); “taxation year” — 249; “testamentary, trust” — 108(1), 


“restricted farm loss” — 31, 248(1); “specified » 
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248(1);> “trust” — 104(1), 248(1), (3); 


“writing” — Interpretation 
Act 35(1). . 


Interpretation Bulletins: IT- 406R2: Tax payable by an inter 
vivos trust. 


Forms: T3 Sched. 12: Cnaatce of minimum tax; T6912 Calcula- 
tion of minimum tax; T691A: Minimum tax supplement — multiple 
jurisdictions. 


127.531 Basic minimum tax credit deter- 
mined — An individual’s basic minimum tax credit 
for a taxation year is the total of amounts that may 
be deducted in computing the individual’s tax paya- 
ble for the year under this Part under any of subsec- 
tions 118(1) and (2), sections 118.1 and 118.2, sub- 
section 118.3(1) and sections 118.5 to 118.7. 


Pre-RSC History: S. 127.531 added by 1988, c. 55, s. 113, appli- 
cable to 1988 ef seq. 


” 6“ 


Definitions: “amount”, “individual” — 
248(2); “taxation year” — 249. 


248(1);. “tax payable” — 


127.54 (1) Definitions — In this section, 


“foreign income” of an individual for a taxation 
year means the total of 


(a) the individual’s incomes for the year from 
businesses carried on by the individual in coun- 
tries other than Canada, and 


(b) the individual’s incomes: for the year from 
sources in countries other than Canada in respect 
of which the individual has paid non-business-in- 
come taxes, within the meaning assigned by sub- 
section 126(7), to governments of countries other 
than Canada; 


“foreign taxes” of an individual for a taxation year 
means the total of the business-income taxes, within 
the meaning assigned by subsection 126(7), paid by 
the individual for the year in respect of businesses 
carried on by the individual in countries other than 
Canada and 7/3 of the non-business-income taxes, 
within the meaning assigned by that subsection, paid 
by the individual for the year to the governments of 
countries other than Canada. 


(2) Foreign tax credit — For the purposes of sec- 
tion 127.5, an individual’s special foreign tax credit 
for a taxation year is the greater of 


(a) the total of all amounts deductible under sec- 
tion 126 from the individual’s tax for the year, 
and 


(b) the lesser of 


(i) the individual’s foreign taxes for the year, 
and 


(ii) 17% of the individual’s foreign income for 
the year. 
Definitions [s. 127.54]: “amount”, “business” — 248(1); “Can- 


ada” — 255; ‘foreign income”, “foreign taxes” — 127.54(1); ‘“‘indi- 
vidual” — 248(1); “taxation year” — 249. 
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127.55 Application of section 127.5 — Section 
127.5 does not apply in respect of 


(a) a return of income of an individual filed under 
subsection 70(2), paragraph 104(23)(d) or 
128(2)(e) or subsection 150(4); Rey 

(b) a taxation year of an individual in respect of 


which the individual has made an election under 
section 119; 


(c) an individual for the taxation year in which 
the individual dies; 

(d) an individual for the 1986 taxation year if the 
individual dies in 1987; 

(e) a trust described in paragraph 104(4)(a) or 
(a.1) for its taxation year that includes the day de- 
termined in respect of the trust under that para- 

_ graph; and 

(f) a taxation year of a trust throughout which the 
trust is 


(i) a related segregated. fund trust (within the 
meaning assigned by paragraph 138.1(1)(a)), 
(ii) a mutual fund trust, or 
(iii) a trust prescribed to be a master trust. 
History: Para. 127.55(f) added by 1998, c. 19, s. 151, applicable to 
1992 et seq. 
Para. 127.55(e) amended by 1994, c. 7, Sch. VIII (1993, c. 24), 's. 
71, applicable to 1993 et seq. Para. (e) formerly read: 

(e) a trust described in paragraph 104(4)(a) for its taxation 
year in which the spouse referred to in that paragraph dies. 
Para. 127.55(e) added by 1994, c. 7, Sch. II (1991, c. 49), s. 107, 

applicable to 1986 et seq. 


Pre-RSC History: Para. 127.55(c) substituted and para. 127.55(d) 
added by 1988, c. 55, s. 114, applicable to. 1986 et seq. Para. 
127.55(c) formerly read: 


(c) a return of income for the 1986 taxation year.of an indi- 
vidual who dies in 1986. 


Definitions [s. 127.55]: “individual” — 248(1); “mutual fund 
trust” — 132(6); “prescribed” — 248(1); “spouse” — 252(4)(a); 
“taxation year” — 249; “trust” — 104(1), 248(1), (3). 
Interpretation Bulletins: IT-326R2: Returns of deceased persons 
as “another person”. 


Pre-RSC History [Div. E.1]: Division E.1 (ss. 127.5 to 127-55) 
added by 1986, c. 55, s.. 50, applicable to taxation years comimenc- 
ing after 1985. 


Division F — Special Rules 
Applicable in Certain 
Circumstances 


Bankruptcies 


128. (1) Where corporation bankrupt — Where 
a corporation has become a bankrupt, the following 
rules are applicable: 


(a) the trustee in bankruptcy shall be deemed to 
be the agent of the bankrupt for all purposes. of 
this Act; 
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(b) the estate of the bankrupt shall be deemed not 


to be a trust or an estate for the purposes of this 


Act; 

(c) the income and the taxable income of the cor- 
poration for any taxation year of the corporation 
during which it was a bankrupt and for any sub- 
sequent year shall be calculated as if. . 


(i) the property of the bankrupt did not pass to 
and vest in the trustee in bankruptcy on the re- 
ceiving order being made or the assignment 
filed but remained vested in the bankrupt, and 


_ Gi) any dealing in the estate of the bankrupt or 
any act performed in the carrying on of the 


business of the bankrupt estate by the trustee. 


was done as agent on behalf of the bankrupt 
and any income of the trustee from such deal- 
ing or carrying on is income of the bankrupt 
and not of the trustee; a 


(d) a taxation year of the corporation shall be 
deemed to have commenced on the day the cor- 
poration became a bankrupt and a taxation year 
of the corporation that would otherwise have en- 
ded after the corporation became a bankrupt shall 
be deemed to have ended on the day immediately 
before the day on which the corporation became a 
bankrupt; Sa a) 
(e) where, in the. case of any. taxation year of the 
corporation ending during the period the corpora- 
tion is a bankrupt, the corporation fails to pay any 
_tax payable by the corporation under this Act for 
any such year, the corporation and the trustee in 
bankruptcy are jointly and severally liable to pay 
the tax, except that 


(i) the trustee is only liable to the extent of the 
property of the bankrupt in the trustee’s. pos- 
session, and 


(ii) payment by either of them shall discharge 
the joint obligation; 
(f) in the case of any taxation year of the corpora- 
tion ending during the period the corporation is a 
bankrupt, the corporation shall be deemed not to 
be associated with any other corporation in the 
year; and : 
(g) where an absolute order of discharge. is 
granted in respect of the corporation, for the pur- 
poses of section 111 any loss of the corporation 
for any taxation year preceding the year in which 
the order of discharge was granted is not deducti- 
ble by the corporation in computing its’ taxable 
income for the taxation year of the corporation’ in 
which the order was granted or any subsequent 
year. 
Related Provisions: 39(1)(c)(iv)(B) — Business investment loss 
on debt of bankrupt corporation; 50(1) — Capital loss on debts and 
shares of bankrupt corporation; 56.3 — No debt forgiveness reserve 
inclusion while corporation | bankrupt; 80(1)“forgiven 
amount”B(i) — Debt forgiveness rules do not apply; 129(1.1) — 
No dividend refund on dividend paid to bankrupt controlling corpo- 
ration; 181.1(3)(b) — Where tax not payable; 227(5) — Amount in 
trust not part of estate. 
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Regulations: 206(2) (information return), 


Interpretation Bulletins: IT-64R3: Corporations: association and 
control — after 1988; IT-179R: Change of fiscal period (to be re- 
vised re bankrupt corporations — see I.T. Technical News No. 8); 
IT-206R: Separate businesses. 

1.T. Technical News: No. 8 (bankrupt corporation — change of 
fiscal period). 


(2) Where individual bankrupt — Where an in- 
dividual has become a bankrupt, the following rules 
are applicable: 


(a) the trustee in bankruptcy shall be deemed to 
be the agent of the bankrupt for all purposes of 
this Act; 

(b) the estate of the bankrupt shall be deemed not 
to be a trust or an estate for the purposes of this 
~ Act; 


(c) the income and the taxable income of the indi- 
vidual for any taxation year during which the in- 


dividual was a bankrupt and for any subsequent 


year shall be calculated as if 


(i) the property of the bankrupt did not pass to 
and vest in the trustee in bankruptcy on the re- 
ceiving order being made or the assignment 
filed but remained vested in the bankrupt, and 


(ii) any dealing in the estate of the bankrupt or 
any act performed in the carrying on of the 
business of the bankrupt estate by the trustee 
was done as agent on behalf of the. bankrupt 
and any income of the trustee from such deal- 
ing or carrying on is income of the bankrupt 
and not of the trustee; 

(d) except for the purposes of.subsections 146(1) 

and 146.01(4), (9) and (10) and Part.X.1, a taxa- 

tion year of the individual shall. be, deemed to 


have begun on the day in the calendar year on 


which the individual became a bankrupt and the 
individual’s taxation year that would otherwise 
have ended on the last day of that calendar year 
shall be deemed to have ended on the day imme- 
diately before the day the individual became a 
bankrupt; 
(d.1) where, by reason of paragraph (d), a taxa- 
tion year of the individual is not a calendar year, 
(i) paragraph 146(5)(b) shall, for the purpose 
of the application of subsection 146(5) to the 
taxation year, be read as follows: 


“(b) the amount, if any, by which 


(i) the taxpayer’s RRSP. deduction 
limit for the particular calendar year 
in which the taxation year ends 


exceeds 


(ii) the total of the amounts deducted 
under this subsection and subsection 
(5.1) in computing the taxpayer’s in- 
come for any preceding taxation year 
that ends in the particular calendar 


29 


ear 
and 


1137 


S. 128(2)(e)(iii)(B) 


(ii) paragraph 146(5.1)(b) shall, for the pur- 
pose of the application of subsection 146(5.1) 
to the taxation year, be read as follows: 


“(b) the amount, if any, by which 
(i) the taxpayer’s RRSP deduction 


limit for the particular calendar year 
in which the taxation year ends 


exceeds 


(ii) the total of the amount deducted 
under subsection (5) in computing the 
taxpayer’s income for the year and 
the amounts deducted under this sub- 
section and subsection (5) in comput- 
ing the taxpayer’s income for any pre- 
ceding taxation year that ends in the 
particular calendar year.”’; 


(d.2) where, by reason of paragraph (d), the indi- 
vidual has two taxation years ending in a calendar 
year, each amount deducted in computing the in- 
dividual’s income for either of the taxation years 
shall be deemed, for the purposes of the. defini- 
tion “unused RRSP deduction room” in subsec- 
tion 146(1). and Part X.1, to have been deducted 
in computing the individual’s income for the cal- 
endar year; 


(e) where the individual was a bankrupt at any 
time in a calendar year the trustee shall, within 90 
days from the end of the year, file a return with 
the Minister, in prescribed form, on behalf of the 
individual of the individual’s income for any tax- 
ation year occurring in the calendar year com- 
puted as if 


(i) the only income: of the: individual for that 
taxation year was. the income for the year, if 
any, arising from dealings in the estate of the 
bankrupt or acts performed in the carrying on 
of the business of the bankrupt by the trustee, 
(ii) in computing the individual’s taxable in- 
come for that taxation year, no deduction were 
permitted by Division C, other than 


(A) an amount under paragraph 110(1)(d), 
(d.1), (d.2) or (d.3) or section 110.6 to the 
extent that the amount is in respect of an 
amount included in income under subpara- 
graph (i) for that taxation year, and 


(B) an amount under section 111 to the ex- 

tent that the amount was in respect of a 

loss of :the individual for any taxation year 

that ended before the individual was dis- 

charged absolutely from bankruptcy, and 
(ii1) in computing the individual’s tax payable 
under this Part for that taxation year, no de- 
duction were allowed 


(A) under section 118, 118.2, 118.3, 118.5, 
118.6, 118.8 or 118.9, 


(B) under section 118.1 with respect to a 
gift made by the individual on or after the 
day the individual became bankrupt, and 


S. 128(2)(e)(ii)(C) 


(C) under subsection 127(5) with respect 
to an expenditure incurred or property ac- 
quired by the individual in any taxation 
year that ends after the individual was dis- 
charged absolutely from bankruptcy, 


and the trustee is liable to pay any tax so deter- 
mined for that taxation year; 


(f) notwithstanding paragraph (e),-the individual 
shall file a separate return of the individual’s in- 
come for any taxation year during which the indi- 
vidual was a bankrupt, computed as if 


(i) the income required to be reported in re- 
spect of the year by the trustee under para- 
graph (e) was not the income of the 
individual, 


(ii) in computing income, the individual was 
not entitled to deduct any loss sustained by the 
trustee in the year in dealing with the estate of 
the bankrupt or in carrying on the business of 
the bankrupt, 


(iii) in computing the individual’s taxable in- 
come for the year, no amount were deductible 
under paragraph 110(1)(d), (d.1), (d.2) or 
(d.3) or section 110.6 in respect of an amount 
included in income under subparagraph (e)(i), 
and no amount were deductible under section 
111, and 


(iv) in computing the individual’s tax payable 
under this Part for the year, no amount were 
deductible under section 118.1 in respect of a 
gift made before the day the individual be- 
came bankrupt or under section 118.61 or 
120.2 or subsection 127(5), 


and the individual is liable to pay any tax so de- 
termined for that taxation year; 


(g) notwithstanding subparagraphs (e)(ii) and (iii) 
and (f)(i11) and (iv), where at any time an individ- 
ual was discharged absolutely from bankruptcy, 


(i) in computing the individual’s taxable in- 
come for any taxation year that ends after that 
time, no amount shall be deducted under sec- 
tion 111 in respect of losses for taxation years 
that ended before that time, 


(ii) in computing the individual’s tax payable 
under this Part for any taxation year that ends 
after that time, 


(A) no amount shall be deducted under 
section 118.61 or 120.2 in respect of an 
amount for any taxation year that ended 
before that time, 


(B) no amount shall be deducted under 
section 118.1 in respect of a gift made 
before the individual became bankrupt, 
and 


(C) no amount shall be deducted under 
subsection 127(5) in respect of an expendi- 
ture incurred or a property acquired by the 
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individual in any taxation year that ended 
before that time, and 


(iii) the individual’s unused tuition and educa- 
tion tax credits at the end of the last taxation 
year that ended before that time is deemed. to 
be nil; 


(h) where, in a taxation year commencing after an 
order of discharge has been granted in respect of 
the individual, the trustee deals in the estate of 
the individual who was a bankrupt or performs 
any act in the carrying on of the business of the 
individual, paragraphs (e), (f) and (g) shall apply 
as if the individual were a bankrupt in the year; 
and 


(i) the portion of the individual’s non-capital loss 
for a particular taxation year in which paragraph 
(e) applied in respect of the individual and any 
preceding taxation year that does not exceed the 
lesser of 


(i) the amount of the individual’s. allowable 
business investment losses for the particular 
taxation year, and 


(ii) any portion of the individual’s non-capital 
loss for that particular year that was not de- 
ducted in computing the individual’s taxable 
income for any taxation year in which para- 
graph (e) applied in respect of the individual 
or any preceding taxation year, 


shall, for the purpose of determining the individ- 
ual’s cumulative gains limit under section 110.6 
for taxation years following the taxation year in 
which paragraph (e) was last applicable in respect 
of the individual, be deemed not to have been an 
allowable business investment loss. 


Related Provisions: 56.2, 56.3 — No debt forgiveness. reserve 
inclusion while individual bankrupt; 80(1)“forgiven amount”B(i) — 
Debt forgiveness rules do not apply; 118.95 — Credits allowed on 
return filed by bankrupt individual; 120.2(4)(a) — No minimum tax 
carryover on individual’s return under 128(2)(f);.122.5(7) — GST 
credit for year of bankruptcy; 122.61(3.1) — Child Tax Benefit for 
year of bankruptcy; 127.1(1)(a) — No refundable investment tax 
credit on individual’s return under 128(2)(f); 127.55 — Minimum 
tax not applicable; 150(1) — Returns; 150(3) — Trustee in bank- 
ruptcy required to file return; 227(5) — Amount in trust not part of 
estate; Reg. 2701(2) — Calculation of group term life insurance 
benefit where individual bankrupt. 


History: The portion of para. 128(2)(e) after subpara. (i), the por- 
tion of para. 128(2)(f) after subpara. (ii), and para. 128(2)(g), 
amended by 1998, c. 19, subsecs. 152(1)+(3), applicable to bank- 
ruptcies that occur after April 26, 1995 except that, in applying sub- 
sec. 128(2), as amended, to taxation years that ended before 1997, 


(a) cl. 128(2)(e)(Giii)(A) shall be read without reference to 
abs eG 


(b) subpara. 128(2)(f)(iv) shall be read without reference to 
118.61 or”; 


(c) cl. 128(2)(g)Gi)(A) shall be read without reference to 
“118.61 or’; and 


(d) para. 128(2)(g) shall be read without reference to subpara- 
graph (iii). 
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Those portions and para. (g) formerly read: 


(11) in computing taxable income, the individual was not 
entitled to any deduction permitted by Division C for that 
taxation year except any deduction permitted by section 
111, and 


(iii) in computing the tax payable under this Part by the 
individual, the individual was not entitled to deduct any 
amount under any of sections 118 to 118.3, 118.5, 118.6, 
118.8 and 118.9, 


and the trustee is liable to pay any tax payable under this Part 
by the individual in respect of that taxable income for that 
taxation year; 


(iii) in computing taxable income, the individual was not 
entitled to any deduction under section 111 with respect 
to any losses for a previous taxation year, : 


and the individual is liable to pay any tax payable under this 
Part by the individual in respect of that taxable income for the 
taxation year; 


ee ee 


(g) where an absolute order of discharge is granted in respect 
of the individual, for the purpose of section 111 any loss of 
the individual for a taxation year preceding the year in which 
the order of discharge was granted is not deductible by the 
individual in computing the individual’s taxable income for 
the taxation year in which the order was granted or any subse- 
quent year; 


Para. 128(2)(d) amended by 1994, c. 8, s. 18, applicable to 1993 et 
seq. Para. (d) formerly read: 


(d) except for the purposes of subsections 146(1) and 
146:01(4) and (9) and Part X.1, a taxation year of the individ- 
ual shall be deemed to have begun on the day in the calendar 
year on which the individual became a bankrupt and the indi- 
vidual’s taxation year that would otherwise have ended on the 
last day of that calendar year shall be deemed to have ended 
on the day immediately before the vaieh the individual became 
a bankrupt; 


Para. 128(2)(d) amended by 1994, c. 7, Sch. VIII (1993, c. 24), 
72, applicable to 1992 et seg. Para. (2)(d) formerly read: 


n 


(d) except for the purposes of subsection 146(1) and Part X.1, 
a taxation year of the individual shall be deemed to have 
commenced on the day in the calendar year on which the in- 
dividual became a bankrupt and the individual’s taxation year 
that would otherwise have ended on the last day of that calen- 
dar year shall be deemed to have ended on the day immedi- 
ately before the day on which the individual became a 
bankrupt; 


Pre-RSC History: Para. 128(2)(d) amended to add “except for the 
purpose of subsection 146(1) and Part X.1,” and to substitute “the 
individual’s” for “his”, and paras. (d.1), (d.2) added, by 1990, c. 35, 
s. 12, applicable to 1991 et seq. 


Subpara. 128(2)(e)(iii) added by 1988, c. 55, s. 115, applicable to 
1988 et seq. 


Paras. 128(2)(d.1), (d.2) repealed, applicable to 1986 et seq., para. 
128(2)(i) added, applicable to 1985 et seg. by 1986, c. 6, subsecs. 
74(1), (2). Paras. (d.1), (d.2) formerly read: 


(d.1) each indexed security investment plan under which the 
individual was the participant at the end of the taxation year 
deemed by paragraph (d) to have ended shall be deemed to 
have been terminated immediately before that time and, not- 
withstanding paragraph 47.1(10)(f), the individual’s capital 
gain or capital loss for the year from each such plan shall be 
the amount of the individual’s gain or loss, as the case may 
be; for the year from that plan and the taxpayer shall be 


S. 128.10) (a@ 


deemed not to have a capital loss from that plan for any sub- 
sequent taxation year; 


(d:2) where paragraph .47.1(10)(f). was applicable to the indi- 
vidual in respect of an indexed security investment plan in the 
taxation year deemed by paragraph (d) to have ended, the in- 
dividual shall, notwithstanding paragraph 47.1(10)(f), be 
deemed to have a capital loss for the year from the plan equal 
to the aggregate of all amounts that are obtained by determin- 
ing every amount that, but for this paragraph, would have 
been a capital loss of the individual from the plan for that 
year or any subsequent taxation year and not to have a capital 
loss from the plan for any subsequent taxation year; 


Paras. 128(2)(d.1), (d.2) added by 1984, c. 1, s. 74, applicable with 
respect to bankruptcies occurring after September 1983. 


Regulations: 206(2) (information return). 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans; IT-179R: Change of fiscal period; IT- 
206R: Separate businesses; IT-415R2: Deregistration of registered 
retirement savings plans; IT-513R: Personal tax credits. 


(3) [Repealed] 


History: Subsec. 128(3) repealed by 1998, c. 19, subsec. 152(4), 
applicable to bankruptcies that occur after April 26, waite Subsec. 
128(3) formerly read: 


(3) Definitions of “bankrupt” and “estate of the bank- 
rupt’ — In this section, “bankrupt” and “estate of the bank- 
rupt” have the meanings assigned. by the Bankruptcy and In- 
solvency Act. 


Subsec. 128(3) amended by 1994, c. 7, Sch. V (1992, c..27), para. 
90(1)(q), to substitute “Bankruptcy and Insolvency Act’ for “Bank- 
ruptcy Act’, in force November 30, 1992. 


“Bankrupt”: S. 2 of the Bankruptcy and Insolvency Act, R.S.C. 
1985, c. B-3 (as amended) defines “bankrupt” as follows: 


“bankrupt” means a person who has made an assignment or 
against whom a receiving order has been made or the legal 
status of that person; 


“estate of the bankrupt” per se is not defined ‘therein. 


Definitions [s. 128]: “allowable business investment loss” — 
38(c), 248(1); “amount” — 248(1); “associated” — 128(1)(f), 256; 
“bankrupt” — 248(1); “business” — 248(1); “calendar year” — In- 
terpretation Act 37(1)(a); “capital gain”, “capital loss” — 39(1), 
248(1); “corporation” — 248(1), Interpretation Act 35(1); “estate of 
the bankrupt” — 248(1); “individual”, “Minister” — 248(1); “non- 
capital loss” — 111(8), 248(1); “prescribed”, “property” — 248(1); 
“RRSP deduction limit” — 146(1), 248(1); “tax payable” — 
248(2); “taxable income” — 2(2), 248(1); “taxation year” — 
128(2)(d), 249; “taxpayer” — 248(1); “trust” — 104(1), 248(1), (3); 
“unused tuition and education tax credits” — 118.61(1) [technically 
does not apply to s. 128]. 


Changes in Residence 


128.1 (1) Immigration — For the purposes of this 
Act, where at a particular time a taxpayer becomes 


resident in Canada, 


(a) year-end, fiscal period — where the tax- 
payer is a corporation or a trust, 


(i) the taxpayer’s taxation year that would oth- 
erwise include the particular time shall be 
deemed to have ended immediately before the 
particular time and a new taxation year of the 
taxpayer shall be deemed to have begun at the 
particular time, and 
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(ii) for the purpose of determining the tax- 
payer’s fiscal period after the particular time, 
the taxpayer shall be deemed not to have es- 
tablished a fiscal period before the particular 
time; 
(b) deemed disposition — the taxpayer shall 
be deemed to have disposed, at the time (in this 
subsection referred to as the “time of disposi- 
tion”) that is immediately before the time that is 
immediately before the particular time, of each 
property owned by the taxpayer, other than 


(i) property that would be taxable Canadian 
property if the taxpayer had been resident in 
Canada at no time in the taxpayer’s last taxa- 
tion year that began before the particular time, 


(ii) property that is described in the inventory 
of a business carried on by the taxpayer in 
Canada at the time of disposition, 

(iii) eligible capital property in respect of a 
business carried on by. the taxpayer in Canada 
at the time of disposition, 

(iv) property in respect of which the taxpayer 
elected under paragraph 48(1)(c), as it read in 
its application before 1993, or subparagraph 
(4)(b)(v) in respect of the last preceding time 
the taxpayer ceased to be resident in Canada, 
and 


(v) a right to acquire shares of the capital 
stock of a corporation where section.7 would 
apply if the taxpayer disposed of the right to a 
person with whom the taxpayer was dealing at 
arm’s length, 


for proceeds equal to its fair market value at the 
time of disposition; 


(c) deemed acquisition — the taxpayer shall 
be deemed to have acquired at the particular time 
each property deemed by paragraph (b) to have — 
been disposed of by the taxpayer, at a cost equal — 
to the proceeds of disposition of the property; and — 


(d) foreign affiliate — where the taxpayer was, 
immediately before the particular time, a ‘foreign 
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affiliate of another taxpayer that is resident in 
Canada, 


(i) the affiliate shall be deemed to have been a 
controlled foreign affiliate (within the mean- 
ing assigned by subsection 95(1)) of the other 
taxpayer immediately before the aren 
time, and 


(ii) such amount as is prescribed shall be in- 
cluded in the foreign accrual property income 
(within the meaning assigned by subsection 
95(1)) of the affiliate for its taxation year end- 
ing immediately before the particular.time. 
Related Provisions: 44(2)(d) — Exchanges of property; 52(8) — 
Cost of corporation’s shares on its becoming resident in Canada; 
53(4) — Effect on adjusted cost base of share, partnership interest 
or trust interest; 54“superficial loss”(c) — Superficial ‘loss rule does 
not apply; 96(8) — Cost of properties of partnership when partner 
becomes resident in Canada; 114 — Individual resident during only 
part of year. 
History: Subsec. 128.1(1) enacted by 1994, c..21, s. 62, applicable 
after 1992 except that where a corporation elects in accordance with 
para. 111(4){a) of 1994, c. 21 (e., elects before the end of Decem- 
ber 1994 for new subsec. 250(5.1) to apply in respect of a continu- 
ance before 1993), the section applies to the corporation from the 
‘time: at which the corporation was first granted articles of continua- 
tion (or similar constitutional documents) in any jurisdiction. 
Regulations: 5907(13) (prescribed amount of ‘FAPI: expected to 
be amended to apply to 128.1¢1)(d)(ii)). 


LT. Application Rules: 26(10) (TAR 26 does not ‘apply to prop- 
erty owned since before: 1972). 


(2) Idem — paid-up capital — For the purposes 
of this Act, where at a particular time a corporation 
becomes resident in Canada, in computing the paid- 
‘up capital at any time after the particular time in re- 
spect of a particular class of shares of the capital 
stock of the corporation, there shall be deducted the 
amount determined by the formula 


A x(€-D) 
B 


where 


A is the paid-up capital, determined without refer- 
~ ence to this subsection, of the particular class of 
shares at the particular time; 


B is the paid-up capital, determined. without refer- 
ence to this subsection, in respect of all of the 
shares of the corporation at the particular time; 


C. is the total of 


(a) the paid-up capital, determined without 
reference to this subsection, in respect of all 
of the shares of the corporation at the particu- 
lar time, 


(b) all amounts each of which is the amount of 
any debt owing by the corporation, or any 
other obligation of the corporation to pay an 
amount, that is outstanding at the particular 
time, and 


(c) any amount claimed under paragraph 
219(1)G) by the corporation for its last taxa- 
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- tion year that began before the particular time; 
and 


D is the total of 


(a) all amounts each of which is deemed by 
paragraph (1)(c) to be the cost to the corpora- 

- tion of property (other than property described 
in paragraph (d)) deemed under paragraph 
(1)(c) to have been acquired by the corpora- 
tion at the particular time, 


(b) all amounts each of which is the cost 
amount to the corporation, immediately after 
the particular time, of property (other than a 
Canadian resource property or property de- 
scribed in paragraph (a) or (d)), 


(c) the total. of 


(i) all Canadian exploration and develop- 
ment.expenses incurred by the corporation 
before the particular time, except to the ex- 
tent that those expenses were deducted in 
computing a taxpayer’s income for a taxa- 
tion year that ended before the eae 
time, 


(ii) the corporation’s cumulative Canadian 
exploration expense at the particular time 
(within. the meaning assigned by subsec- 
tion 66.1(6)), 


(iii) the corporation’s cumulative Canadian 
development expense at the particular time 
(within the meaning assigned by subsec- 
tion 66.2(5)), and 


(iv) the corporation’s cumulative Canadian 
oil and gas property expense. at the particu- 
lar time (within the meaning assigned by 
subsection 66.4(5)), and 


(d) the total of all amounts each of which is 
the paid-up capital in respect of a share-of the 
capital stock of another corporation resident in 
Canada and connected with the corporation 
(within the meaning that would be assigned 
by subsection 186(4) if the references therein 
to “payer corporation” and “particular corpo- 
ration’? were read as references to the other 

~ corporation and the corporation, respectively) 
immediately after the particular time, owned 
by the corporation at the particular time. 


Related Provisions: 257 — Formula cannot calculate to less than 
zero. 


History: Para. (c) of the description of C in, subsec. 128.1(2) 
amended by 1998, c. 19, s. 153, applicable to taxation years that 
begin after 1995 except that, in its application to taxation years that 
begin in 1996, the reference in para. (c) to “paragraph 219(1)G)” 
shall be read as a reference to “paragraph 219(1)(h) as it read in its 
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application to the 1995 taxation year or paragraph 219(1)(j)”. Para. 
(c) formerly read: 


(c) any amount claimed under paragraph 219(1)(h) by the 
corporation for its last taxation year that began before the par- 
ticular time; and 


Subsec. 128.1(2) enacted by 1994, c. 21, s. 62, applicable after 1992 
except that where a corporation elects in accordance with para. 
111(4)(a) of 1994, c. 21 (i.e., elects before the end. of December 
1994 for new subsec. 250(5.1) to apply in respect of a continuance 
before 1993), the section applies to the corporation from the time at 
which the corporation was first granted articles of continuation (or 
similar constitutional documents) in any jurisdiction. 


(3) Idem — In computing the paid-up capital at any 
time in respect of a class of shares of the capital 
stock of a corporation, there shall be added an 
amount equal to the lesser of 


(a) the amount, if any, by which 


(i) the total of all amounts deemed by subsec- 
tion 84(3), (4) or (4.1) to be a dividend on 
shares of the class paid before that time by the 
corporation 


exceeds 


(ii) the total that would be determined under 
subparagraph (i) if this Act were read without 
reference to subsection (2), and 


(b) the total of all amounts required by subsection 
(2) to be deducted in computing the paid-up capi- 
tal in respect of that class of shares before that 
time. 


History: Subsec. 128.1(3) enacted by 1994, c. 21, s. 62, applicable 
after 1992 except that where a corporation elects in accordance with 
para. 111(4)(a) of 1994, c. 21 (i.e., elects before the end of Decem- 
ber 1994 for new subsec. 250(5.1) to apply in respect of a continu- 
ance before 1993), the section applies to the corporation from the 
time at which the corporation was first granted articles of continua- 
tion (or similar constitutional documents) in any jurisdiction. 


(4) Emigration — For the purposes of this Act, 
where at any particular time a taxpayer ceases to be 
resident in Canada, 


(a) year-end, fiscal period — where the tax- 
Payer is a corporation or a trust, 


(i) the taxpayer’s taxation year that would oth- 
erwise include the particular time shall be 
deemed to have ended immediately before the 
particular time and a new taxation year of the 


taxpayer shall be deemed to have begun at the 


particular time, and 


(ii) for the purpose of determining the tax- 
payer’s fiscal period after the particular time, 
the taxpayer shall be deemed not to have es- 
tablished a fiscal period before the particular 
time; 


(b) deemed disposition — the taxpayer shall 
be deemed to have disposed, at the time (in this 
paragraph and paragraph (d) referred to as the 
“time of disposition”) that is immediately before 
the time that is immediately before the particular 
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time, of each property owned by the taxpayer, 
other than 


(i) where the taxpayer is an individual, prop- 
erty that would be taxable Canadian property 
if the taxpayer had been resident in Canada at 
no time in the taxpayer’s last taxation year 
that began before the particular time, 


(ii) where the taxpayer is an individual, prop- 
erty that is described in the inventory of a bus- 
iness carried on by the taxpayer in Canada at 
the particular time, 


(iii) where the taxpayer is an individual, a 
right to receive a payment described in any of 
paragraphs 212(1)(h) and (j) to (q), a right 
under a registered education savings plan or a 
right to receive any payment of a benefit 
under the Canada Pension Plan or a provin- 
cial pension plan as defined in section 3 of 
that Act, 


(iv) where the taxpayer is an individual other 
than a trust, each capital property not de- 
scribed in any of subparagraphs (i) to (iii) in 
respect of which, on or before the taxpayer’s 
balance-due day for the taxation year in which 
the taxpayer ceased to be resident in Canada, 
the taxpayer elects in prescribed manner and 
furnishes to the Minister security acceptable 
to the Minister for the payment of the addi- 
tional tax that would have been payable by the 
taxpayer under this Part for the year had the 
taxpayer not so elected, 


(v) where the taxpayer is an individual other 
than a trust and was, during the 10 years im- 
mediately preceding the particular time, resi- 
dent in Canada for a period or periods total- 
ling 60 months or less, property that was 


(A) owned by the taxpayer at the time the 
taxpayer last became resident in Canada, 
or 


(B) acquired by the taxpayer by inheri- 
tance or bequest after the taxpayer last be- 
came resident in Canada, and 


(vi) a right to acquire shares of the capital 
stock of a corporation where section 7 would 
apply if the taxpayer disposed of the right to a 
person with whom the taxpayer was dealing at 
arm’s length, 


for proceeds equal to its fair market value at the 
time of disposition, which proceeds shall be 


deemed to have become receivable and to have © 
been received by the taxpayer at the time of 


disposition; 
(c) reacquisition —the taxpayer shall be 
deemed to have reacquired, at the particular time, 


each property deemed by paragraph (b) to have 
been disposed of by the taxpayer, at.a cost equal — 


to the proceeds of disposition of the property; 
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(d) individual — notwithstanding paragraphs 
(b) and (c), where a taxpayer who is an individual 
other than a trust so elects in prescribed manner, 
on or before the taxpayer’s balance-due day for 
_ the taxation year that includes the particular time, 
in respect of any property described in subpara- 
graph (b)(i) or (ii), the taxpayer shall be deemed 
_ to have disposed of the property at the time of 
disposition for proceeds equal to its fair market 
value at that time, and to have reacquired the 
property ‘at the particular time at a cost equal to 
those proceeds; 


_ (e) deemed [taxable Canadian] property — 
capital property in respect of which a taxpayer 
-elects under subparagraph (b)(iv) shall be deemed 
to be taxable Canadian property of the taxpayer 
from the particular time until the earlier of 


_ (i) the time when the taxpayer disposes of the 
_ property, and 
_ (it) the time when the taxpayer next becomes 
- resident in Canada; and 


(f) losses on election — where a taxpayer 
elects under subparagraph (b)(iv) or paragraph 
(d), | : | 
(i) the taxpayer’s income for the taxation year 
that includes the particular time shall be 
deemed to be the greater of 
(A) that income otherwise determined, and 
(B) the lesser of 


(1) that income determined without ref- 
erence to this subsection, and 


(II) that income determined without 
reference to subparagraph (b)(iv) and 
paragraph (d), and 


(ii) the amount of each of the taxpayer’s non- 
capital loss, net capital loss, restricted farm 
loss, farm loss and limited partnership loss for 
the taxation year that includes the particular 
time shall be deemed to be the lesser of 


(A) that amount otherwise determined, and 
(B) the greater of 


(I) that amount determined without ref- 
erence to this subsection, and 


(II) that amount determined without 
_ reference to subparagraph (b)(iv) and 
paragraph (d). 
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Related Provisions: 28(4), (4.1) — Farmer or fisherman ceasing 
to be resident in Canada; 44(2)(d) — Exchanges of property; 
53(4) — Effect on adjusted cost base of share, partnership interest 
or trust interest; 54“superficial loss”(c) — Superficial loss rule does 
not apply; 114 — Individual resident during only part of year; 
126(2.2) — Foreign tax credit on property deemed to be taxable Ca- 
nadian property; 159(4), (4.1) — Election where subsec. 128.1(4) 


applies; 219.1 — Tax on corporate emigration; 220(3.2) — Late fil- 
ing of elections under 128.1(4)(b)(iv) and 128.1(4)(d); 226 — De- 
mand for payment of taxes owing when taxpayer leaving Canada, 
and seizure of goods; Reg. 600(b) — Late filing of election; Reg. 
600(c), (c.1) — Late filing of elections under 128.1(4)(b)(iv) and 
128.1(4)(d); Canada-U.S:. Tax Convention Art. XIII:6 — effect of 
emigration to U.S. on future capital gains; Canada-U.K. Tax Con- 
vention Art. 13:9 — effect of emigration to U.K. on future capital 
gains. 


History [subsec. 128.1(4)]: Subpara. 128.1(4)(b)(iii) amended 
by 1998, c. 19, s. 36, applicable to changes of residence that occur 
after October 1, 1996. Subpara. 128.1(4)(b)Gii) formerly read: 


(iii) where the taxpayer is an individual, a right to receive a 
payment described in any of paragraphs 212(1)(h) and (j) to 
(q) or a right to receive any payment of a benefit under the 
Canada Pension Plan or a provincial pension plan as defined 
in section 3 of that Act, 


Subsec. 128.1(4) enacted by 1994, c. 21, s. 62, applicable after 1992 


except that where a corporation elects in accordance with para. © 


111(4)(a) of 1994, c. 21 (i.e., elects before the end of December 
1994 for new subsec. 250(5.1) to apply in respect of a continuance 
before 1993), the section applies to the corporation from the time at 
which the corporation was first granted articles of continuation 
similar constitutional documents) in any jurisdiction. 


Regulations: 1300 (election under 128.1(4)(b)(iv)); 1302 (election 
under 128.1(4)(d)). 


Interpretation Bulletins: IT-113R4: Benefits to employees — 
stock options; IT-137R3: Additional tax on certain corporations car- 
rying on business in Canada; IT-451R: Deemed disposition and ac- 
quisition on ceasing to be or becoming resident in Canada. 


Information Circulars: 92-1: 
amended or revoked elections. 


Advance Tax Ruling: ATR-70: Distribution of taxable Canadian 
property by a trust to a non-resident. [This was the 1991 ruling criti- 
cized by the Auditor General in 1996 that led to the October 2, 1996 
proposals — ed.]. 


Forms [subsec. 128.1(4)]: T2061: Election by emigrant to defer 
deemed disposition of property and capital gains thereon; T2061 A: 
Election by emigrant to report deemed dispositions of taxable Cana- 
dian property and capital gains and/or losses thereon. 


Definitions [s. 128.1]: “amount”, “balance-due day”, “busi- 
ness” — 248(1); “Canadian exploration and development ex- 
penses”, “Canadian resource property” — 66(15), 248(1); “capital 
property” — 54, 248(1); “class of shares” — 248(6); “controlled 
foreign affiliate’ — 95(1), 248(1); “corporation” — 248(1), Inter- 
pretation Act 35(1); “eligible capital property” — 54, 248(1); “farm 
loss” — 111(8), 248(1); “foreign affiliate’ — 95(1), 248(1); “indi- 
vidual”, “inventory” — 248(1); “limited partnership loss” — 
96(2.1)(e), 248(1); “Minister” — 248(1); “net capital loss”, “non- 
capital loss” — 111(8), 248(1); “paid-up capital” — 89(1), 248(1); 
“prescribed” — 248(1); “proceeds of disposition” — 54; “prop- 


Guidelines for accepting late, 
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erty” — 248(1); “registered education savings plan” — 146.1(1), 
248(1); “resident in Canada” — 250; “restricted farm loss” — 31, 
248(1); “share” — 248(1); “taxable Canadian property” — 248(1); 
“taxation year” — 249; “taxpayer” — 248; “time of disposition” — 
128.1(1)(b); “trust” — 104(1), 248(1), (3). 


128.2 (1) Cross-border mergers — Where a cor- 
poration formed at a particular time by the amalga- 
mation or merger of, or by a plan of arrangement or 
other corporate reorganization in respect of, 2 or 
more corporations (each of which is referred to in 
this section as a “predecessor’’) is at the particular 
time resident in Canada, a predecessor that was not 
immediately before the particular time resident in 
Canada shall be deemed to have become resident in 
Canada immediately before the particular time. 


(2) ldem — Where a corporation formed at a partic- 
ular time by the amalgamation or merger of, or by a 
plan of arrangement or other corporate reorganiza- 
tion in respect of, 2 or more corporations is at the 
particular time not resident in Canada, a predecessor 
that was immediately before the particular time resi- 
dent in Canada shall be deemed to have ceased to be 
resident in Canada immediately before the particular 
time. 


(3) Windings-up excluded — For greater cer- 
tainty, subsections (1) and (2) do not apply to reorga- 
nizations occurring solely because of the acquisition 
of property of one corporation by another corpora- 
tion, pursuant to the purchase of the property by the 
other corporation or because of the distribution of 
the property to the other corporation on the eae 
up of the corporation. 

History [s. 128.2]: S. 128.2 enacted by 1994, c. 21, s. 62, applica- 
ble after 1992 except that where a corporation elects in accordance 
with para. 111(4)(a) of 1994, c. 21 (i.e., elects before the end of 
December 1994 for new subsec. 250(5.1) to apply in respect of a 
continuance before 1993), the section applies to the corporation 
from the time at which the corporation was first granted articles of 
continuation (or similar constitutional ecletiy 1a in any 
jurisdiction. 


Definitions [s. 128.2]: “corporation” — 248(1), Interpretation 
Act 35(1); “predecessor” — 128.2(1); a — 248(1); “resi- 
dent in Canada” — 250. 


Private Corporations 


129. (1) Dividend refund to private corpora- 
tion — Where a return of a corporation’ Ss income 
under this Part for a taxation year is made within 3 
years after the end of the year, the Minister 


(a) may, on mailing the notice of assessment for 
the year, refund without application therefor an 
amount (in this Act referred to as its “dividend 
refund” for the year) equal to the lesser of 


(i) '/3 of all taxable dividends paid by the cor- 
poration on shares of its capital stock in the 
year and at a time when it was a private cor- 
poration, and 

(11) its refundable dividend tax on hand at the 
end of the year; and ; 
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(b) shall, with all due dispatch, make the dividend 
refund after mailing the notice of assessment if an 
application for it has been made in writing by the 
corporation within the period within which the 
' Minister would be allowed under subsection 
~ 152(4) to assess tax payable under this Part by 
~ the corporation for the year if that subsection 
“were read without reference to paragraph 
152(4)(a). 


Related’ Provisions: 15.1(2)(b)— Amount paid on small busi- 
ness development bond not a dividend for 129(1); 129(2) — Appli- 
cation to other liability; 131(5) — Mutual fund corporation deemed 
to be.a private.corporation; 141.1 — Insurance corporation deemed 
not to be private corporation; 152(1)(a) — Determination of refund 
by Minister; 157(3) — Reduction in instalment obligations to reflect 
dividend refund; 160.1—— Where excess refunded; 186(5) — 
Deemed private corporation; 260(7) — Securities lending arrange- 
ment — amount deemed paid as a taxable dividend. See additional 
Related provisions and Definitions at end of s. 129. 


History: Para. 129(1)(b) amended by 1998, c. 19, s. 154, applicable 
ancy April 27, 1989. Para. 129(1)(b) formerly read: 


~ (b) shall, with all due dispatch, make such a refund after mail- 
ing the notice of assessment if application therefor has been 
made in writing by the corporation within. the period deter- 
mined under paragraph 152(4)(b) or (c), as the case may be, 
within which the Minister may reassess tax payable by the 
“corporation for the year. 
Subpara. 129(1)(a)(i) amended by 1996, c. 21, subsec. 32(1), appli- 
cable to taxation years that end after June 1995 except that, in its 
application to such taxation years that began before July 1995, the 
subpara. shall be read as follows: 


_(i) an amount in respect of taxable dividends paid by. the cor- 
poration on shares of its capital stock in the year and at a time 
when it was a private corporation equal to the total of 


(A) '/s of all such dividends paid before July 1995, and 
(B) ' of all such dividends paid after June 1995, 
Subpara. (a)(i) formerly read: 


(i) 4s of all taxable dividends paid by the corporation in the. . 


year and at a time when it was a private corporation on shares 
of its:capital stock, and. 


All that portion of subsec. 
amended by 1994, c..7, Sch. VIII (1993, c. 24), subsec. 73(1), appli- 
cable to 1993 et seq. except that in its application to taxation years 
beginning before 1993 and ending after 1992, subpara. 129(1)(a)(i) 
shall be read as follows: 


(i) the total of 


(A) 4s of all taxable dividends paid by the corporation on 
shares of its capital stock in the year and before 1993, 
where the corporation was a private corporation at the end 
of the year, and 


(B) '/4 of all taxable dividends paid by the corporation on 
shares of its capital stock in the year and at:a time after 
1992 when it was a private corporation, and 


That portion formerly read: 


129. (1) Dividend refund to private corporation — Where a 
corporation was, at the end of any taxation year, a private cor- 
poration and a return of its income for the year has been made 
within 3-years from the end of the year, the Minister 


(a) may, on mailing the notice of assessment for the year, 
refund without application therefor an amount (in this 
Act referred to as its “dividend refund” for the year) 
equal to the lesser of 


(i) '/4 of all taxable dividends paid by it in the year on 
shares of its capital stock, and 


129(1) preceding subpara. (a)(i1), 


S. 129(1.1)(b) 


Pre-RSC History: Para. 129(1)(b) substituted by 1990, c. 39,'s. 
30, applicable after April 27, 1989. Para. 129(1)(b) formerly read: 


(b) shall, with all due dispatch, make such a refund after mail- 
ing the notice of assessment if application therefor has been 
made in writing by the corporation within 
(i) the 6 year period referred to in paragraph 152(4)(b), 
where that paragraph applies, and 
(ii) the 3 year period referred to in paragraph 152(4)(c), 
in’ any other case. 


Subpara. 129(1)(a)(i) amended to substitute “'/4 of all taxable divi- 
dends’”’ for “3 of all taxable dividends”, by 1988, c. 55, subsec. 
116(1), applicable to 1988 et seqg., except that, in its application to 
taxation years commencing before 1988 and ending after 1987, sub- 
para. 129(1)(a)() shall.be.read as follows: 

(i) the aggregate of 1/3 of all taxable dividends paid by itin the » 

year and before 1988 and '/4 of all taxable dividends paid by it 

‘in the year and after 1987 on shares of its capital stock, and 

Subpara. 129(1)(a)(i) amended to substitute “/s” for “'/4” by 1986, c. 
55, subsec. 51(1), applicable to 1987 et seq., except that in its appli- 
cation to a taxation year commencing before 1987 and ending after 
1986, subpara. 129(1)(a)(i) shall be read as follows: 

(i) the aggregate of '/ of all taxable dividends paid by it in the 

year and before 1987 and '/3 of all taxable dividends paid by it 

in the year and after 1986, on shares of its capital stock, and 
Subsec. 129(1) amended by 1984, c. 45, subsec. 47(1), to substitute 
“3” for “4” and “and a return of its income” for “if a return of its 
income” in that portion preceding para. (a); to substitute “6” for “7” 
in subpara. (b)(i); and to substitute “3” for “4” in subpara. (b)(ii), 
applicable with respect to dividend refunds for 1983 et seq. 
Para. 129(1)(b) substituted by 1984, c. 1, subsec. 75(1), applicable 
after April 19, 1983. Para. 129(1)(b) formerly read: 

(b) shall make such a refund after mailing the notice of as- 

sessment if application therefor has been made in writing by 

‘the corporation’ within 4 years from the end of the year. 
Subpara. 129(1)(a)(i) substituted by 1977-78, c. 1, subsec. 62(1), 
applicable to 1978 et seg., to substitute “'/4” for “/3”; and where a 
corporation has. a taxation year part of which is before 1978 and part 
of which is after 1977, the subpara. shall be read as follows: 

“(i) the aggregate of '/s of all taxable dividends paid_by it in 

the year and before 1978 and 1/4 of all taxable dividends paid 

by it in the year and after Ince on shares of its cental stock, 

and”. 


Selected Cases [subsec. 129(1)]: Canwest Capital Inc. v. Gant 
ada, [1996] 1.C.T.C. 2974 (TCC) (Normal application of provision 
not to be altered by subsection 129(1.2)); King George Hotels Ltd. 
v. The Queen, [1981] C.T.C. 87 (FCA) (Refundable dividend tax 
not created when property management business generates active 
business income). 


Interpretation Bulletins: [T-243R4: Dividend refund to private 
corporations; IT-432R2: Benefits conferred on shareholders. 


(1.1). Dividends paid to bankrupt controlling 
corporation — In determining the dividend refund 
for a taxation year ending after 1977 of a particular 
corporation, no amount may be included by virtue of 
subparagraph (1)(a)(i) in respect-of a taxable divi- 
dend paid to a shareholder that 


(a) was a corporation that controlled (within the 
meaning assigned by subsection 186(2)) the par- 
ticular corporation at the time the dividend was 
paid; and 


(b) was a bankrupt (within the meaning assigned 
by subsection 128(3)) at any time during that tax- 
ation year of the particular corporation. 
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Pre-RSC History: Subsec. 129(1.1) added by 1977-78, c. 1; sub- 
sec. 62(2), applicable to 1978 er seg. 


Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations. 


(1.2) Dividends deemed not to be taxable div- 
idends — Where a dividend is paid on a share of 
the capital stock of a corporation and the share (or 
another share for which the share was substituted) 
was acquired by its holder in a transaction or as part 
of a series of transactions one of the main purposes 
of which was to'enable the corporation to obtain a 
dividend refund, the dividend shall, for the purpose 
of subsection (1), be deemed not to be a taxable 
dividend. 


Related. Provisions: 87(2)(aa), (ii) — Amalgamations; 
88(1)(e.5) — Winding-up; 129(7) — Capital gains dividend ex- 
cluded; 248(10) — Series of transactions. See additional Related 
provisions and Definitions at end of s. 129. 


Pre-RSC History: Subsec. 129(1.2) added by 1988, c. 55, subsec. 
116(2) applicable with respect to dividends paid after 4 Pam BD ST 
September 25, 1987 to a person who is exempt from tax under s. 
149 or is a corporation other than a private corporation and to divi- 
dends paid after November 27, 1987. 


Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations. 


(2) Application to other liability — Instead of 
making a refund that might otherwise be made under 
subsection (1), the Minister may, where the corpora- 
tion is liable or about to become liable to make any 
payment under this Act, apply the amount that would 
otherwise be refundable to. that other liability and no- 
tify the corporation of that action. 


Selected Cases: MNR v. 159890 Canada Inc.. [997] S°@EG: 
284 (FCTD) (Jeopardy orders not to be sought where other means 
available to Minister to secure tax). 


Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations. 


(2.1) Interest on dividend refund — Where a 
dividend refund for a taxation year is paid to, or ap- 
plied to a liability of, a corporation, the Minister 
shall pay or apply interest on the refund at the pre- 
scribed rate for the period beginning on the day that 
is the later of 


(a) the day that is 120 days after the’end of the 
year, and 


(b) the day on which the corporation’s return of 
income under this Part for the year was filed 
under section 150, unless the return was filed on 
or before the day on or before which it was re- 
quired to be filed, 


and ending on the day on which the refund is paid or 
applied. 

History: Subsec. 129(2.1) added by 1994, c. 7, Sch. VII (1993, c. 
24), subsec. 73(2), applicable to dividend refunds paid or applied 
with respect to taxation years beginning after 1991, 

Selected Cases [subsec. 129(2.1)]: Canwest Capital Inc. vy. 


Canada, [1996] 1.C.T.C. 2974 (TCC) (Dividend was not caught by 
anti-avoidance provision). 
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Regulations: 4301(b) (prescribed rate of interest). 


(2.2) Excess interest on dividend refund — 
Where, at any particular time, interest has been paid 
to, or applied to a liability of, a corporation under 
subsection (2.1) in respect of a dividend refund and 
it is determined at a subsequent time that the divi- 
dend refund was less than that in respect of which 
interest was so paid or applied, 


(a) the amount by which the interest that’ was so’ 
paid or applied exceeds the interest, if any, com- 
puted in respect of the amount that is determined’ 
at the subsequent time to be the dividend refund 
shall be deemed to be an amount (in this subsec-. 
tion referred to as the “amount payable’) that be- 
came payable under this Part by the corporation 
at the particular time; 


(b) the corporation shall pay to the Receiver Gen-. 
eral interest at the prescribed rate on the amount 
payable, computed from the particular time to the 
day of payment; and 


(c) the Minister may at any time assess the corpo- 
ration in respect of the amount payable and, 
where the Minister makes such an assessment, 
the provisions of Divisions I and J apply, with 
such modifications as the circumstances require, 
in respect of the assessment as though it had been 
made under section 152. ! 


Related Provisions: 20(1)(1l) — Deduction on repayment of in- 
terest; 221.1 — Application of interest where legislation retroactive; 
248(11) — Interest compounded daily. 


History: Subsec. 129(2.2) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 73(2), applicable to dividend refunds paid or applied 
with respect to taxation years beginning after 1991. 


Regulations: 4301(a) (prescribed rate of interest). 


(3) Definition of “refundable dividend tax on 
hand” — In this section, “refundable dividend tax 
on hand” of a corporation at the end of a taxation 
year means the amount, if any, by which the total of 


(a) where the corporation was a Canadian-con- 
trolled private corporation throughout’ the year, 
the least of 


(i) the amount determined by the formula 
A-B en 
where 


A is 26%% of the corporation’s aggregate in- 
vestment income for the year, and 


B. is the amount, if any, by which 


(I) the amount deducted under subsec- 
tion 126(1) from the tax for the year 
otherwise payable by it under this Part 


exceeds 


(ID) 913% of its foreign investment in- 
come for the year, 
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(ii) 26°7/3% of the amount, if any, by which the 
corporation’s taxable income for the lee ex- 
ceeds the total of i 


(A) the least of the amounts determined 


under paragraphs 125(1)(a) to (c) in re- | 


spect of the corporation for the year, 


(B) *%/ of the total of amounts deducted 

under subsection 126(1) from its tax for 

the year otherwise payable under this Part, 
and 


(C) '% of the total of amounts deducted 
under subsection 126(2) from its tax for 
the year otherwise payable under this Part, 
and, 


(ii1) the HS nae nee tax for the year‘ payable 
under this Part determined without reference 
to section 123. As 


(b) the total of the taxes under Part IV payable by 
the corporation for the year, and. 


(c) where the corporation was a private corpora- 
tion at the end of its preceding taxation year, the 


corporation’s refundable dividend tax on hand at“ 


the end of that preceding year 
exceeds 


(d) the corporation’s Gividenet refund for its’ pre- 
ceding taxation year. 


Related Provisions: 141.1 — Insurance eee deemed not 
to be private corporation. 


History: Subsec. 129(3) substituted by 1996, c. 21, subsec. 32(2), 
applicable to taxation years that end after June 1995 except that, in 
their application to such taxation years that began before July 1995, 
in computing the amount determined under each of subparas. 
129(3)(a)(i) and (ii) there shall be deducted an amount equal to that 
proportion of '/« of the amount otherwise determined under the sub- 
para. that the number of days in the year that are before July 1995 is 
of the number of days in the year. Subsec. 129(3) formerly read: 


(3) Definition of “refundable dividend tax on hand” — In 
this section, “refundable dividend tax on hand” of a corpora- 
tion, at the end of any particular taxation year means the 
amount, if any, by which the total of 


(a) the total of all amounts each of which is an amount in 
respect of a taxation year commencing after it last be- 
came a private corporation and ending not later than the 
end of the particular taxation year and, where the taxation 
year commences after November 12, 1981, throughout 
which the corporation was a Canadian-controlled private 
corporation, equal to, in respect of taxation years ending 
before 1978, the least of, in respect of taxation years end- 
ing after 1977 and commencing before 1987, */s of the 
least of, in respect of taxation years commencing, after 
1986 and before 1988, the least of, and in respect of taxa- 
tion years commencing after 1987, “/s of the least of 


(i) 25% of the total of all amounts each of which is 


(A) in respect of a taxation year ending before 
November 13, 1981, the amount, if any, by 
which the total of its Canadian investment in- 
come for the year and its foreign investment in- 
come for the year exceeds the amount deductible 
under paragraph 111(1)(b) from the corpora- 
tion’s income for the year, or 


(B) in respect of a taxation year ending after No- 
vember 12, 1981, the amount, if any, by which 


S. 129(3).° 


the total of the amounts that would, if subsection 

(4) were read without reference to C in the :defi- 
nition “Canadian investment income” in that 
subsection, be its Canadian. investment income 
for the year and its foreign investment income 
for the year, exceeds the total of, 


(1) the amount, if any; deducted’ under: para- 
graph 111(1)(b)' from: the de ane cena s-in- 
come for the year, and’ 


. (i) the total of all amounts each of which is 
the amount of the corporation’s loss for the 
year from a source that is property, . 


(ai) he amount, if any, by. which the total of 


(A) 25% of the corporation’s Canadian invest- 
"ment income ‘for the yeas and © ; 


(B) the amount, if any, by which 30% of the cor- 
_ poration’s foreign investment income for the 
year exceeds the total of amounts deducted 
under subsection 126(1) from the tax for the year 
otherwise payable by it under this Part, 


exceeds 25% of the amount, if any, deducted under 
paragraph 111(1)(b) from the corporation Ss income 
for the year, 


as 25% of the amount, if any, by. which the corpo- 
ration’s taxable income for the year exceeds the total 
of 


(A) the least of the amounts determined under 
paragraphs 125(1)(a) to (c) in respect of the cor- 
. poration for the year, 


(B) '% of ‘the total of amounts’ deducted under 
Subsection 126(1) from its ‘tax for the year other- 
wise payable under this Part, and 


(C) % of the total of amounts deducted under 
subsection 126(2) from its tax for the year other- 
+ wise payable under this Partpand 


(iv) °/4 of the amount of the corporation’s tax for the 
year payable under this Part determined’ without ref- 
erence to section 123.2, 


(b) the total of the taxes under Part IV payable by the 
corporation for the particular taxation year and any previ- 
ous taxation years ending after it last became a: private 
corporation, and 


(b.1) the amount, if any, of the corporation’s addition at 
December 31, 1986 of refundable dividend. tax:on hand), 


exceeds the total of 


(c) the total of the corporation’ s dividend refunds for tax- 
ation years ending after it last became a private corpora- 
tion and before the particular taxation year, 


(d) the amount, if any, of the corporation’s reduction at 
_ December, 31, 1977 of refundable dividend tax on hand, 
and 


(e) the amount, if any, of the corporation’s reduction at 
December 31, 1987 of refundable dividend tax on hand, 


That portion of subsec. 129(3) preceding para. (a) amended by 
1994; c. 7, Sth. VIII (1993: c. 24), subsec. 73(3), applicable to 1993 
et seq. That portion formerly read: 


(3) “Definition of refundable dividend tax on hand” — In 
this section, “refundable dividend tax on hand” of a private 
corporation at the end of any particular taxation year means 
the amount, if any, by which the total of 


Pre-RSC History: That portion of para. 129(3)(a) preceding sub- 
para. (i) substituted by 1988,-c. 55, subsec. 116(3), applicable with 
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respect to taxation years commencing after 1987. That portion for- 
merly read: 


(a) the aggregate of all amounts each of which is an amount 
in respect of a taxation year commencing after it last became 
a private corporation and ending not later than the end of the 
particular taxation year and, where the taxation year com- 
mences after November !2, 1981, throughout which the cor- 
poration was a Canadian-controlled private corporation, equal 
to, in respect of taxation years ending before 1978 or com- 
mencing after 1986, the least of, and in respect of taxation 
years ending after 1977 and commencing before 1987, 7% of 
the least of 


Cl. 129(3)(a)(ii)(B) amended to substitute “30%” for “40%” by 
1988, c. 55, subsec. 116(4), applicable with respect to the determi- 
nation. of amounts under that cl. in respect of taxation years ending 
after 1987, except that, in its application, to taxation years com- 
mencing before 1988 and ending after 1987, cl. 129(3)(a)(ii)(B) 
shall be read as follows: . 


(B) the amount, if any, by which the aggregate of 


(1) that proportion, of 40% of the corporation’ s foreign in- 
vestment income for the year that the number of days in 
the year that are before 1988 is of the number of days in 
the year, and 


(II) that proportion of 30% of the corporation’s foreign 
investment income for the year that the number of days 
in the year that are after 1987 is of the number of days in 
the year 


exceeds the aggregate of amounts deducted under subsection 
126(1) from the tax for the year otherwise payable by it under 
this Part, 


Subpara. 129(3)(a)(iii) substituted by 1988, c. 55, subsec. 116(5), 
applicable with respect to the determination of amounts under sub- 
para. 129(3)(a)(iii) in respect of taxation years commencing after 
June 1988. Subpara. 129(3)(a)(iii) formerly read: 


(iii) 25% of the amount, if any, by which the corporation’s 
taxable income for the year exceeds the aggregate of 


(A) 4 times the amount, if any, deductible under subsec- 
tion 125(1), 


(B) [Repealed] 


(C) "4 of the aggregate of amounts deducted under sub- 
section 126(1), and 


(D) 2 times the aggregate of amounts deducted under 
subsection 126(2) 


from the tax for the year otherwise payable by it under this 
Part, and : 


Subpara. 129(3)(a)(iv) substituted by 1988, c. 55, subsec. 116(6), 
applicable with respect to the determination of amounts under sub- 
para. 129(3)(a)(iv) in respect of taxation years commencing after 
1987. Subpara. 129(3)(a)(iv) formerly read: 


(iv) the amount of tax payable under this Part by the corpora- 
tion for the year determined without reference to section 
123.2, 


Para. 129(3)(e) added by 1988, c. 55, subsec. 116(7), applicable to 
1988 et seq. 


All that portion of para. 129(3)(a) preceding subpara. (i) amended 
by 1986, c. 55, subsec. 51(2), applicable to taxation years com- 
mencing after 1986, to substitute “taxation years ending before 
1978 or commencing after 1986, the least of, and in respect of taxa- 
tion years ending after 1977 and commencing before 1987,” for 
“taxation years before 1978, the least of, and in respect of taxation 
years ending after 1977”. 


Subpara. 129(3)(a)(iv) amended to substitute “tax payable under 
this Part by the corporation for the year determined without refer- 
ence to section 123.2,” for “the tax for the year otherwise payable 
by it under this Part, and” and para. 129(3)(b.1) added by 1986, c. 
55, subsecs. 51(3), (4), applicable to 1987 et seq. 


Income Tax Act, Part I 


Cl. 129(3)(a)(tii)(B) repealed by 1984, c. 45, subsec. 47(2), applica- 
ble to. 1985. et seg.. Clause 129(3)(a)(iii)(B) formerly. read: 


(B) 8 times the amount, if any, deductible under subsection 
125(1 1, 


Subcl. 129(3)(a)(i)(B)(1), ‘all that portion. of subpara,: 129(3)(a)(ii) 
following cl. (B) substituted by 1984, c. 1, subsecs. 15(2), (3), ap- 
plicable to 1983 et seg. and with respect to amounts deductible 
under para. 111(1)(b) in respect of losses determined for 1983 ef 
seq., to substitute “if any, deducted” for “deductible” wherever that 
expression appeared, 


All that portion of para. 129(3)(a) preceding subpara. 129(3)(a)(ii) 
substituted by 1980-81-82-83, c. 140, subsec. 90(1). That portion 
formerly read: 


(a) the aggregate of amounts each of which is an amount in 
respect of any taxation year commencing after it last became 
a private corporation and ending not later than the end of the 
particular taxation year equal to, in-respect. of taxation years 
ending before 1978, the least of, and. in respect .of; taxation 
years ending after 1977, 7 of the least of | 


(i) 25% of the amount, if any, by which the aggregate of 
its Canadian investment income for the year and its for- 
eign investment income for the year exceeds the amount 
deductible under paragraph 11.1(1)(b). from the. corpora- 
tion’s income for the year, 


Subpara. 129(3)(a)(iii) substituted by 1979, c. 5, subsec. 41(1),, ap- 
plicable to taxation years commencing after 1979. in.respect of eor- 
porations in existence on October 23, 1979 and to taxation years 
commencing after October 23, 1979 in any other case. Subpara. > 
129(3)(a)Gii) formerly. read: ; 


(iii) 25% of the amount, if any, by. which the corporation’s 
taxable income for the year exceeds the aggregate of 


(A) 4 times the amount, if any, deductible under section, | 
past 


(B) 'Y4 of the aggregate of amounts deducted under sub- el 
section 126(1), and rr 


~ - (C) 2 times the aggregate of amounts deducted under 
“subsection 126(2) 


from. the tax for the year otherwise payable by it under this i 
Part, and 


(iv) the amount of the tax for the year otherwise payable by it 
under this Part, and 


Subsec, 129(3) substituted by 1977-78, c. 1; subsec. 62(3), applica- 
ble to 1978 et seg. Subsec. 129(3) formerly read: 


(3) In this section, “refundable dividend tax on’ hand” of a 
private corporation at the end of any particular taxation year 
means the aggregate of amounts each of which is ‘an amount 
in respect of any taxation year commencing after it last be- 
came a private corporation and ending not later than the end 
of the particular taxation year, equal to thé least of. 


(a) 25% of the amount, if any, by which the aggregate of 
its Canadian investment income for the year and its for- 
eign investment income for the year exceeds. the amount 
deductible under paragraph 111(1)(b) from the corpora- 
tion’s income for the year, , ere 


(b) the amount, if any, by which the aggregate of 


(i) 25% of the corporation’s Canadian investment in- 
come for the year, and 


(11) the amount, if any, by which 40% of the corpora- 
tion’s foreign investment income. for the year ex- 
ceeds the aggregate of amounts deducted under sub- 
section 126(1) from the tax for the year otherwise 
payable by it under this Part, 


exceeds 25% of the amount deductible under paragraph 
111(1)(b) from the corporation’s income for the year, 
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(c) 25% of the amount, if any, by which the corporation’s 
taxable income for the year exceeds the aggregate of 


(i) 4 times the amount, if any, deductible under sec- 
tion 125, 


(ii) '% of the aggregate of amounts deducted under 
subsection 126(1), and 


(iii) 2 times the aggregate of amounts deducted. under 
subsection 126(2) 


from the tax for the year otherwise payable by it under 
this Part, and 


(d) the amount of the tax for the year otherwise payable 
by it under this Part, 


plus the aggregate-of the taxes under Part IV ssijabits by the 
corporation for the particular taxation year and any previous 
taxation years ending after it last became a private corpora- 
tion, and minus the aggregate of the corporation’s dividend 
refunds for taxation years ending after it last became a private 
corporation and before the particular taxation year. 


Para. 129(3)(d) substituted by 1974-75-76, c. 26, subsec. 86(1), ap- 
plicable to taxation years ending after May 6, 1974. Para. 129(3)(d) 
formerly read: 
(d) the amount, if any, by which the tax for the year otherwise 
payable by it under this Part exceeds the aggregate of 


(i) the amount, if any, deductible under subsection 
124(2), and 


(ii) the amount, if any, deductible under section 127 


from the tax for the year otherwise payable by it under this 
ad Part, 
All that portion of subsec. 129(3) following para. (d) substituted by 
1973-74, c. 14, s. 40, applicable to 1972 et seq. 


Selected Cases [subsec. 129(3)]: Groupe Commerce, Cie 
D’Assurance v. Canada, [1996] 3 C.T.C. 2066 (TCC) (Affected 
corporation deemed not to be private corporation for all purposes of 
129). 
interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations; IT-269R3: Part IV tax on taxable dividends received 
by a private corporation or a subject corporation. 


Forms: T713: Addition at December 31, 1986 of RDTOH. 


(3.1) [Repealed] 


History: Subsec. 129(3.1) repealed by 1996, c. 21, subsec. 32(2), 
applicable to taxation years that end after June 1995. Subsec. (3.1) 
formerly read: 


(3.1) Definition of “reduction at December 31, 1977 of 
refundable dividend tax on hand” — In subsection (3), “re- 
duction at December 31, 1977 of refundable dividend tax on 
hand” of a corporation means the amount that is '/; of the 
amount, if.any, by which the total of. 


(a) the amount, if any, of the corporation’s refundable 
dividend tax on hand at the end ofits 1977 taxation year, 
and 
(b) the amount, if any, of the tax under Part IV payable 
by the corporation for its 1978 taxation year in respect of 
taxable dividends received by it in that year and before 
1978, 
exceeds the total of 
(c) the corporation’s dividend refund, if any, for its 1977 
taxation year, and 
(d) '/3 of the taxable dividends, if any, paid by the corpo- 
ration in its 1978 taxation year and before 1978. 
Pre-RSC History: Subsec. 129(3.1) added by 1977-78, c. 1, sub- 
sec. 62(3), applicable to 1978 et seq. 
Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations. 


S. 129(3.3) 


(3.2) [Repealed] 


Related Provisions: 131(5) — Mutual fund corporation deemed 
to be a private corporation. 


History: Subsec. 129(3.2) repealed by 1996, c. 21, subsec. 32(2), 
applicable to taxation years that end after June 1995, Subsec. (3.1) _ 
formerly read: 


(3.2) Application — Where, in a taxation year commencing 
after November 12, 1981, a corporation that last became a 
private corporation on or before that date and that was 
throughout the year a private corporation, other than a Cana- 
dian-controlled private corporation, has included in its in- 
come for the year an amount in respect of property that the 
corporation 


(a) disposed of before November 13, 1981, 


(b) was obligated to dispose of under the terms of an 
agreement in writing entered into before November ee 
1981, or 


(c) is deemed by subsection 44(2) to have disposed of at 
any time after November 12, 1981 by virtue of an event 
referred to in paragraph (b), (c) or (d) of the definition 
“proceeds of disposition” in section 54 in respect of the 
disposition that occurred before November 13, 1981, | 


paragraph (3)(a) shall apply as if the corporation were a Ca- 
nadian-controlled private corporation throughout the year, ex- _ 
cept that the total of the amounts determined under that para- 
graph in respect of the year shall not exceed the amount that 
would be so determined if the only income of the corporation 
for the year were the amount included in respect of the dispo- 
sition of such property. 


Pre-RSC History: Subsec. 129(3.2) added by 1980-81-82-83, c. 
140, subsec. 90(2). 


Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations. 


(3.3) [Repealed] 


History: Subsec. 129(3.3). repealed by 1996, c. 21, subsec. 32(2), 
applicable to taxation years that end after June 1995.Subsec. (3.3) 
formerly read: 


(3.3) Definition of “addition at December 31, 1986 of 
refundable dividend tax on hand” — In. subsection (3), 
“addition at December 31, 1986 of refundable dividend tax 
on hand” of a corporation means the amount that is '/2, of the 
amount, if any, by which 


(a) the amount, if any, of the deltas S -iroeanstable 
dividend tax on hand at the end of its last taxation year 
commencing before 1987, determined without reference 
to paragraph (3)(b.1), 


exceeds the total of 


(b) the amount, if any, of the tax payable under Part IV 
by the corporation for its last taxation year commencing 
before 1987 in respect of taxable dividends received by it 
in that year and after 1986, 


(c) Y4 of the taxable dividends, if any, paid by the corpo- 
ration before 1987 in its last taxation year commencing 
before 1987, and 


(d) any amount added under paragraph 88(1)(e.5) in com- 
puting the corporation’s refundable dividend tax on hand 
at the end of its last taxation year commencing before 
1987 in respect of the refundable dividend tax on hand of 
a subsidiary (within the meaning assigned by subsection 
88(1)) for its 1987 or 1988 taxation year. 


Pre-RSC History: Subsec. 129(3.3) added by 1986, c. 55, subsec. 
51(5), applicable to 1987 et seq. 


Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations. 
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Forms: 1713: Addition at December 31, 1986 of RDTOH, 


(3.4) [Repealed] 
Related Provisions: 248(10) — Series of transactions. 


History: Subsec. 129(3.4) repealed by 1996, c. 21, subsec, 32(2), 
applicable to taxation years that end after June 1995.Subsec. Cy 
formerly read: 


(3.4) Reduction under para. (3.3)(a) — Where a corpora- 
tion has received a taxable dividend after February 25, 1986 
and before 1987 as part of a transaction effected after Febru- 
ary 25, 1986 or series of transactions each of which was ef- 
fected after that day and it may be reasonably considered that 
one of the main ‘purposes thereof was to increase the corpora- 
tion’s refundable dividend tax on hand at the end of a taxation 
year by virtue of the application of subsection (3.3), the 
amount otherwise..determined under paragraph (3.3)(a), in re- 
spect of the corporation shall be reduced by the tax payable 
under Part IV by the corporation in respect of the dividend. 


Pre-RSC History: Subsec. 129(3.4) added by 1986, c. 55, subsec. 
51(5), applicable with respect to, taxable dividends received after 
February 25, 1986. 


(3.5) [Repealed] 


History: Subsec. 129(3.5) repealed by 1996,.c. 21, subsec. 32(2), 

applicable to taxation years that end after June 1995.Subsec. (3.5) 

formerly read: 195 yes POL Gays Ii 
(3.5) Definition of “reduction at-December 31, 1987 of 
refundable dividend tax on hand” — In subsection (3), “‘re- 
duction at December 31, 1987 of refundable dividend tax on 
hand” of a corporation means the amount that is 4 of the 
amount, if any, by which ‘ 


(a) the amount, if any, of the corporation’s ‘refundable 
dividend tax on hand at the end of its last taxation year 
commencing before 1988, determined without reference 
to paragraph (3)(e), 


exceeds the total of 


(b) the amount, if any, of the tax payable under Part IV 
by the corporation for its last'taxation year commencing 
before 1988 in respect of taxable dividends recéived by it 
in that year and.after 1987,.. inied 


(c) of the taxable dividends, if any; paid by the corpo- 
ration before 1988 in its last taxation year commencing 
‘before 1988; p 


(d) any amount added, under paragraph 88(1)(e.5) in 
computing the corporation’s refundable dividend tax on 
hand at the end of its last taxation year beginning before 
1988, in respect of the refundable dividend tax on hand 
of a subsidiary (within the meaning assigned by subsec- 
tion 88(1)) for a taxation year ending after 1987, and 


(e) an amount equal to that proportion of '/s of the least of 
the. amounts determined under, subparagraphs (3)(a)(i) to 
(iv) in. respect of its last taxation year commencing before 
1988 that the number of days in the. year. that are after 
1987 is of the number of days in the year. 


Para. 129(3,.5)(d). amended by 1994, c. 7, Sch. II (1991, c. 49), 
108, applicable to 1988 et seg. Para. (d) formerly read; 


n 


(d) any amount added under paragraph 88(1)(e.5) in comput- 
ing the corporation’s refundable dividend tax on hand at the 
end of its last taxation year commencing before 1988 in re- 
spect of the refundable dividend tax on hand of.a subsidiary 
(within the meaning assigned by subsection 88(1)) for a taxa- 
tion year commencing after 1987, and 


Pre-RSC History: Subsec. 129(3.5) added by 1988, ¢. 55; subsec. 
116(8), applicable to 1988 er seg. Clic 


Interpretation Bulletins: IT-243R4: Dividend refund: to private 
corporations, 
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Forms: 1763: Reduction at Dec. 31, 1987, of refundable dividend 
tax on hand. 


(4) Definitions — The definitions in this subsec- 


tion apply in this section. 


History: The opening words of subsec. 12(4) amended by 1996, c, 
21, subsec. 32(2), applicable to tax years that end after June 1995. 
They formerly read: 


(4) In subsection (3), 


“aggregate investment income” of a corporation 
for a taxation year means the amount, if any, by 
which the total of all amounts, each of which is 
(a) the amount, if any, by which 
(i) the eligible portion of the corporation’s 
taxable capital gains for the year 
exceeds the total of 


(ii) the eligible portion of its allowable capital. 
losses for the year, and ) i 


(ili) the amount, if any, deducted under para- 
graph 111(1)(b) in computing its taxable in- 
come for the year; or | 
(b) the corporation’s income for the year from a 
source that is a property, other than ~ 
(i) exempt income, 
(ii) an amount included under subsection 
12(10.2) in computing the corporation’s in~ 
come for the year, 
(ili) the portion of any dividend that was de- 
ductible in computing the corporation’s taxa- | 
ble income for the year, and. | 
(iv) income that, but for paragraph 108(5)(a),. 
would not be income from a property, 
exceeds the total of all amounts, each of which is. 
the corporation’s loss for the year from a source 
that is a property; =) 


Related Provisions: 123.3 — Refundable tax on CCPC’s invest. 
ment income; 129(3)(a)(i)A — Refund of 267/3% of aggregate. in- 
vestment income; 131(11)(b) — Application of definition to labour-” 
sponsored venture capital corporation. 


History: The definition “aggregate investment income” added to 
subsec. 129(4) by 1996, 'c. 21, subsec. 32(2), applicable to tax. years 
that end after June 1995. 


Interpretation Bulletins: IT-484R2: Business investment losses. 


“Canadian investment income’ — [Repealed] 


History: The definition “Canadian investment income” in’ subsec. 
129(4) repealed by: 1996, c. 21, .subsec, 32(2), applicable to taxation 
years that end after June 1995, It formerly read: 


“Canadian investment income” of a corporation for a taxation 
year means the amount determined by the formula 

(A + B)-C 
where 


A. -is the amount determined by the formula 
(K - L) - (M - N) 
where 


_K_ is the total of such of the: corporation’s taxable capi- 
tal gains for the year from dispositions of property as 
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may reasonably be considered to be income, from 
_ sources in Canada, 


L is the total of all amounts each of which is ‘the por- 
tion of a taxable capital.gain referred to in. the 
description of K in this definition from the disposi- 
tion by it of a property, other than a'designated prop- 
erty, that may reasonably be regarded as having ‘ac- 
crued while the property, or a property for which it 
was substituted, was property of a corporation other 
than a Canadian-controlled private corporation, an 
investment corporation, a mortgage investment cor- 
poration or a mutual fund corporation, 


M ‘is the total of such of the corporation’s allowable 
capital losses for the year from dispositions of prop- 
erty as may. reasonably.be considered to be. losses 
from sources in Canada, and 


N_is the total of all amounts each of which is the por- 
: tion of an allowable capital loss referred to in the 
- — description of M in this definition from the disposi- 
tion by it of a property, other than a designated prop- 
erty, that may reasonably be regarded as having ac- 
crued while the property, or.a property for which it 
was substituted, was property of a corporation other 
than a Canadian-controlled private corporation, an 
investment corporation, a mortgage investment cor- 
poration or a: mutual fund corporation, 


B is the total of all amounts each of which is the corpora- 
tion’s income for'the year from a source in Canada that is 
property (other than exempt income, an amount included 
under subsection 12(10.2) in the corporation’s income for 
the year, any dividend the amount of which was deducti- 
ble in computing its taxable income for the year or in- 
come that, but for paragraph 108(5)(a), would not be in- 
come from a property), determined after deducting all 
outlays and expenses deductible in computing the corpo; 
ration’s income for the year to the extent that they can 
reasonably be regarded as having been made or incurred 
for the purpose of earning income from ia} property|, 
and] 


C_ is the total of all amounts each of which is the corpora- 
tion’s loss for the year from a source in Canada that is a 


property; 


The description of B in “Canadian investment income” in subsec. 
129(4) amended by 1994,:..c..7, Sch. VII (1993, c. 24), subsec. 


73(4), applicable to 1991 et seg. That description formerly read: 


B is the total of all amounts each of which is the corpora- 
tion’s income for the year from a source in Canada that is 
property (other than exempt income, any dividend the 
amount of which was deductible in computing its taxable 
income for the year or income that, but for paragraph 
108(5)(a), would not be income from a property), deter- 
mined after deducting all outiays and expenses deductible 
in computing the corporation’s income for the year to the 
extent that they may reasonably be regarded as having 
been made or incurred for the purpose of earning income 
from that property, and 


Pre-RSC History: The definition “Canadian investment income” 
was para. 129(4)(a). Descriptive subparagraphs have been re- 
placed by the formula. The pre-R.S.C. version read: 


(a) “Canadian investment income” of a corporation for a 
taxation year means the amount, if any, by which, the aggre- 
gate of 
(i) the amount, if any, by which. 
(A) the amount by which 


(I) the aggregate of such of the corporation’s 
taxable capital gains for the year from disposi- 


S..129(4) Can 


tions of property as may reasonably be consid- 
ered to be income from sources in Canada, 


exceeds 


(11) the aggregate of all amounts each of which 
is the portion of a taxable capital gain referred 
to in subclause (1) from the disposition by it of a 
property, other than a designated property, that 
may reasonably be regarded as having accrued 
while the property, or a property for which it 
was substituted, was property of a corporation 
other than a Canadian-controlled private corpo- 
ration, an investment corporation, a mortgage 
‘investment Hah R Ease or a mutual fund 
corporation \ ~~ 


exceeds 
(B) the amount by which 


(I) the aggregate of such of the corporation’s al- 

-lowable capital:losses for the year from disposi- 
tions of property as may: reasonably: be consid- 
ered to be losses from sources in.Canada, 


exceeds 


(II) the aggregate of all amounts each of which 
is the portion of an allowable capital loss re- 
ferred to in subclause (I) from the disposition by 
‘it of a property, other than a designated prop- 
~ erty, that may reasonably be regarded as having 
accrued while the property, or a property for 
which it was substituted, was property of a cor- 
poration other than a Canadian-controlled pri- 
‘vate corporation, an investment corporation, a 
mortgage investment corporation or a mutual 
‘fund. corporation, and 


(ii) all amounts each of which is the corporation’s in- 
come for the year from a source in Canada that ts prop- 
erty (other than exempt income, any dividend the amount 
of which was deductible in computing its taxable income 
for the year or income that, but for paragraph 108(5)(a), 
would not be income from a property), determined after 
deducting all outlays and expenses deductible in comput- 
ing the corporation’s income for the year to the extent 
that they may reasonably be regarded as having been 
made or incurred for the purpose of earning income from 
that property 
exceeds 

(iii) the aggregate of amounts each of which is the corpo- 
ration’s loss for the year ae a source in Canada that is 
a property; and 


Subpara. 129(4)(a)(i1) amended by 1985, c. 45, subséc. 74(1), to de- 
lete the words “income from real property of a corporation that is 


not a Canadian-controlled private corporation” which preceded “or 


income that, but for paragraph 108(5)(a)”, applicable to taxation 
years commencing after November 12, 1981. 


Subcls.. 129(4)(a)(i(A)CD, 129(4)(a)(i)(B)(ID) substituted by.1984, 
c. 1, subsecs. 75(4), (5), applicable with respect to, dispositions oc- 
curring after November 12, 1981 otherwise than pursuant to an 
agreement in writing entered into on or before that date, to add “a 

investment corporations a mortgage investment corpenttion or a mu- 
tual fund corporation’. ; 


Subparas, 129(4)(a)(i) and (i1) substituted by 1980-81-82-83,c. 140, 
subsec. 90(3). Subpara. 129(4)(a)(i) applicable with respect to dis- 
positions occurring after November 12, 1981 otherwise than pursu- 
ant to an agreement in writing entered into on or before that date. 
Subpara. 129(4)Gi) applicable to taxation years commencing after 
November 12; 1981.-Those ners of pare. 129(4)(a) formerly 
read: 


(i) the amount, if'any, by which the aggregate of such of the 
corporation’s taxable capital gains for the year from disposi- 
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tions of property as may reasonably be considered to be in- 
come from sources in Canada exceeds the aggregate of such 
of the corporation’s allowable capital losses for the year from 
dispositions of property as may reasonably be considered to 
be losses from sources in Canada, and 


(ii) all amounts each of which is the corporation’s income for 
the year from a source in Canada that is a property (other than 
exempt income, any dividend the amount of which was de- 
ductible in computing its taxable income for the year or in- 
come from real property of a corporation that is not a Cana- 
dian-controlled private corporation) determined after 
deducting all outlays and expenses deductible in computing 
the corporation’s income for the year to the extent that they 
may reasonably be regarded as having been made or incurred 
for the purpose of earning the income from that property, 


All that portion of para. 129(4)(a) after subpara. (i) substituted by 
1979, c. 5, subsec. 41(2), applicable to taxation years commencing 
after 1979 in respect of corporations in existence on October 23, 
1979 and to taxation years commencing after October 23, 1979 in 
any other case. That portion formerly read: 


(ii) all amounts each of which is the corporation’s income 
for the year (other than exempt income or any dividend 
the amount of which was deductible under section 112 
from its income for the year) from a source in Canada 
that is a property (other than a property used or held by 
the corporation in the year in the course of carrying on a 
business), determined, for greater certainty, after deduct- 
ing all outlays and expenses deductible in computing the 
corporation’s income for the year to the extent that they 
may reasonably be regarded as having been made or in- 
curred for the purpose of earning the income from that 
property, 

(iii) all amounts each of which is the corporation’s in- 
come for the year (other than exempt income) from a 
source in Canada that is a business other than an active 
business, determined, for greater certainty, after deduct- 
ing all outlays and expenses deductible in computing the 
corporation’s income for the year to the extent that they 
may reasonably be regarded as having been made or in- 
curred for the purpose of earning the income from that 
business, 


exceeds the aggregate of amounts each of which is a loss of 
the corporation for the year from a source in Canada that is a 
property or business other than an active business; and 


Subpara. 129(4)(a)(ii) substituted by 1974-75-76, c. 26,.subsec. 
86(2), applicable to taxation years ending after May 6, 1974. Sub- 
para. 129(4)(a)(ii) formerly read: 


(ii) all amounts each of which is the corporation’s income for 
the year (other than exempt income or any dividend the 
amount of which was deductible under section 112 from its 
income for the year) from a source in Canada that is a prop- 
erty, determined, for greater certainty, after deducting all out- 
lays and expenses deductible in computing the corporation’s 
income for the year to the extent that they may reasonably be 
regarded as having been made or incurred for the purpose of 
earning the income from that property, 


“eligible portion” of a corporation’s taxable capital 
gains or allowable capital losses for a taxation year 
is the total of all amounts each of which is the por- 
tion of a taxable capital gain or an allowable capital 
loss, as the case may be, of the corporation for the 
year from a disposition of a property that, except 
where the property was a designated property 
(within the meaning assigned by subsection 89(1)), 
cannot reasonably be regarded as having accrued 
while the property, or a property. for which it was 
substituted, was property of a corporation other than 
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a Canadian-controlled private corporation; an invest- 
ment corporation, a mortgage investment corporation 
or a mutual fund corporation; 


Related Provisions: 248(5) — Substituted property. 


History: The definition “eligible portion” added to subsec. 129(4) 
by 1996,.c. 21, subsec, 32(2), applicable to taxation years that end 
after June 1995. , 


“foreign investment income” of a corporation for a 
taxation year is the amount that would be.its aggre- 
gate investment income for the year if. 


(a) every amount of its income, loss, capital gain 
or capital loss for the year that can reasonably be 
regarded as being from a source in Canada were 
nil, 

(b) no amount were deducted under paragraph 
111(1)(b) in computing its taxable income for the 
year, and 


(c) this Act were read without reference to para- 
graph (a) of the definition “income” or “loss” in 
this subsection; 


History: The definition “foreign investment income” in subsec. 
129(4) amended by 1996, c. 21, subsec. 32(2), applicable to taxation 
years that end after June 1995. It formerly read: 


“foreign investment income” of a corporation for a taxation- 
year means the amount that would be determined under the 
definition “Canadian investment income” in this subsection in 
respect of the corporation for the year if the references in that 
definition to “in Canada” were read as references to “outside 
Canada” and this Act were read without reference to subsec- 
tion (4.1). 


Pre-RSC History: The definition “foreign investment income” 
was para. 129(4)(b). | 


Para. 129(4)(b) substituted by 1980-81-82-83, c. 48, subsec. 74(1), 


applicable to taxation years commencing after 1979 in the case of a 
corporation in existence on October 23, 1979 and to taxation years 
commencing after October 23; 1979 in any other case. Para. 
129(4)(b) formerly read: 


(b) “foreign investment income” of a corporation for a taxa- 
tion year means the amount that would be determined under 
paragraph (a) in respect of the corporation for the year if the 
references in paragraph (a) to “in Canada” were read as refer- 
ences to “outside Canada’’, 


Para. 129(4)(b) substituted by 1979, c. 5, subsec. 41(3), applicable 
to taxation years commencing after 1979 in respect of corporations 
in existence on October 23, 1979 and to taxation years: commencing 
after October 23, 1979 in any other case. Para. (b) formerly read: 


(b) “foreign investment income” of a corporation for a taxa- 
tion year means the amount, if any, by which 


(i) the amount that would be determined under paragraph 
(a) in respect of the corporation for the year if the refer- 
ences in paragraph (a) to “in Canada” were read as refer- 
ences to “outside Canada”, 


exceeds 


(ii) the aggregate of all amounts deductible under section 
113 from the corporation’s income for the year. 


“income” or “loss” of a corporation for a taxation 
year from a source that is a property 


(a) includes the income or loss from a specified 
investment business carried on by it in Canada 
other than income. or loss.from.a source outside 
Canada, but 
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(b) does not include the income or loss from any 
property 
(i) that is incident to or pertains to an active 
business carried on by it, or 


(ii) that is used or held principally for the pur- 
pose of gaining or producing income from an 
active business carried on by it. 


Related Provisions: 129(4)“foreign investment income”(c) — 
Para. (a) ignored for purposes of determining foreign investment 
income. 


History: The definition “income” or “loss” added to subsec. 129(4) 
by 1996, c. 21, subsec. 32(2), applicable to taxation years that end 
after June 1995. 


Interpretation Bulletins: 
deduction. 


IT-73R5: The small business 


Selected Cases [subsec. 129(4)]: Actra Fraternal Benefit 
Society v. R., [1997] 3 C.T.C. 61 (FCA); rev’g [1995] 2 C.T.C. 2671 
(TCC) (Allocation of assets to particular fund was rebuttable pre- 
sumption only); Irving Garber Sales Canada Ltd. v. MNR, [1992] 2 
C.T.C. 261 (FCTD) (Term deposit interest was active business in- 
come to extent of business requirements, balance was investment 
income); Echo Bay Mines Ltd. v.. Canada, [1992] 2 C.T.C. 182 
(FCTD) (Gains from settlement of forward sales contracts for silver 
were “resource profits”); Canadian Marconi Co. v.\ The Queen, 
[1986] 2 C.T.C. 465 (SCC) (Short-term investment earnings income 
from active business; “Canadian manufacturing and processing 
profits” not restricted to income from manufacturing or processing), 
Ensite Ltd. v. The Queen, [1986] 2 C.T.C. 459 (SCC) (Deposits as 
security for foreign currency loans in financing manufacturing plant 
were “property used or held in the carrying out of its business”, in- 
terest earned not foreign investment income); Burri v. MNR, [1985] 
2 C.T.C. 42 (FCTD) (Income from apartment building “from source 
in Canada that is property” qualifies as “Canadian investment 
income”); Morbane Developments Ltd. v. MNR, [1983] C.T.C. 338 
(FCA) (Compensation payment from expropriation income was 
from active business); The Queen v. Brown Boveri Howden Inc., 
[1983] C.T.C. 301 (FCA) (interest on short-term notes originating 
from property used by corporation in the course of its business not 
“Canadian investment income”); The Queen v. Marsh & McLennan, 
[1983] C.T.C. 231 (FCA) (Income from investments used in carry- 
ing on of business excluded from “Canadian investment. income” 
when investments and main business interdependent); Riviera Hotel 
Co. Ltd. v. The Queen, [1982] C.T.C. 30 (FCTP) (Income from ho- 
tel business not “Canadian investment income”); Supreme Theatres 
v. The. Queen, [1981] C.T.C. 190 (FCTD) (Rental income part of 
active business). 


(4.1) [Repealed] 


History: Subsec. 129(4.1) repealed by 1996, c. 21, subsec. 32(2), 
applicable to taxation years that end after June 1995.Subsec. (4.1) 
formerly read: 


(4.1) Interpretation of “income” or “loss” — For the pur- 
poses of the definition “Canadian investment income” in sub- 
section (4) and subsection (6), “income” or “loss” of a corpo- 
ration for a year from a source in Canada that is a property 
includes the income or loss from a specified investment busi- 
ness carried on by it in Canada other than income or loss 
from a source outside Canada but does not include income or 
loss 


(a) from any other business; 


(b) from any property that is incident to or pertains to an 
active business carried on by it; or 


(c) from any property used or held principally for the 
purpose of gaining or producing income from an active 
business carried on by it. 


S. 129(5) 


Pre-RSC History: Paras. 129(4.1)(b), (c) substituted by 1984, c. 
45, subsec. 47(3), to delete “or a non-qualifying business”, located 
after references to an “active business”, applicable to 1985 et seq. 


Subsec. 129(4.1) added by 1979, c. 5, subsec. 41(4), applicable to 
taxation years commencing after 1979 in respect of corporations in 
existence on October 23, 1979 and to taxation years commencing 
after October 23, 1979 in any other case. 


(4.2) [Repealed] © 


History: Subsec. 129(4.2) repealed by 1996, c. 21, subsec. 32(2), 
applicable to taxation years that end after June 1995.Subsec. (4.2) 
formerly read: 


(4.2) idem — For the purposes of the definition “foreign in- 
vestment income” in subsection (4), “income” or “loss” of a 
corporation for a year from a source. outside Canada that is a 
property does not include the income or loss from any 
property 
(a) that is incident to or pertains to an active business car- 
ried on by it; or 


(b) that is used or held principally for the purpose of 
gaining or producing income from an active business car- 
ried on by it. 

Pre-RSC History: Paras. 129(4.2)(a), (b) substituted by 1984, c. 


45, subsec. 47(4), to delete “or a non-qualifying business” located. 
after references to “active business”, applicable to 1985 et seq. 


Subsec. 129(4.2) added by 1980-81-82-83, c. 48, subsec. 74(2), ap- 
plicable to taxation years commencing after 1979 in the case of a 
corporation in existence on October 23, 1979 and to taxation years 
commencing after-October 23, 1979 in any other case. . 


(4.3) [Repealed] 


History: Subsec. 129(4.3) repealed by 1996, c. 21, Le wT OAY 
applicable to taxation years that end after June 1995.Subsec. (4.3) 
formerly read: 


(4.3) Definition of “designated property” — In this section, 
“designated property” has the meaning i gy by subsec- 
tion 89(1). 


Pre-RSC History: Subsec. 129(4.3) substituted by 1985, c. 45, 
subsec. 74(2), applicable after November 12, 1981. Subsec. 
129(4.3) formerly, read: 
(4.3) “Designated property” — In subparagraph 4(a)(i), 
“designated property” means any particular property of a cor- 
poration that last became a private corporation before No- 
vember 13, 1981 and that was acquired by it 


(a) before November 13, 1981, or 


(b) after November. 12, 1981 pursuant to an agreement in 
_writing entered on or before that date, 


or a replacement property (within the meaning of section 44) 
for any such particular property disposed of by virtue of an 
event referred to in subparagraph 54(h)(ii), (111) or (iv). 
All that portion of subsec. 129(4.3) preceding para. (a) substituted 
by 1984, c. 1, subsec. 75(6), applicable after November 12, 1981, to 
substitute “private corporation” for “‘Canadian-controlled private 
corporation”. 


Subsec. 129(4.3) added by 1980-81-82-83, c. 140, subsec. 90(4), 
applicable after November 12, 1981. 


(5) [Repealed] 


History: Subsec. 129(5) repealed by 1996, c. “21, subsec. 32(2), ap- 
plicable to taxation years that end after June 1995.Subsec. (5) for- 
merly read: 


(5) Reduction of refundable dividend tax on hand — Not- 
withstanding any other provision of this section, the least of 
the amounts determined under’subparagraphs (3)(a)(i) to (iv) 
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in respect of the 1972 or 1973 taxation year of a corporation 
is, 


(a) in respect of its 1972 taxation year, 93% of the least 
of the amounts so determined; and 


(b) in respect of its 1973 taxation year, the total of 


(i) 93% of that proportion of the least of the amounts 
so determined that the number of days in that portion 
of the year that is before 1973 is of the number of 
days in the whole year, and 


(ii) 100% of that proportion of the least of the 
amounts so determined that the number of days in 
that portion of the year that is after 1972 is of the 
number of days in the whole year: ; 


Pre-RSC History: All that portion of subsec. 129(5) preceding 
para. (a) substituted by 1977-78, c. 1, subsec. 62(4), applicable to 
1978 et seq. That portion formerly read: 


(5) Notwithstanding any other provision of this section, the 

least of the amounts determined under paragraphs (3)(a) to 

(d) in respect of the 1972 or 1973 taxation year of a corpora- 

tion is, 
Subsec. 129(5) added by 1972, c. 9, s. 3. 


(6). Investment income from associated 
corporation deemed to be active business 
income — Where any particular amount paid or 
payable to a corporation (in this subsection referred 
to as the “recipient corporation’’) by another corpora- 
tion (in this subsection referred to as the “associated 
corporation”) with which the recipient corporation 
was associated in any particular taxation year com- 
mencing after 1972, would otherwise be included in 
computing the income of the recipient corporation 
for the particular year from a source in Canada that 
is a property, the following rules apply: | | 

(a) for the purposes of subsection (4), in comput- 

ing the recipient corporation’s income for. the 

year from a source in Canada that is a property, 


(i) there shall not be included any portion (in 
this subsection referred to asthe “deductible 
portion”’) of the particular amount that was or 
may be deductible in computing the income of 
the associated corporation for any taxation 
year from an active business carried on by it 
in Canada, and pA 


(ii) no deduction shall be made in respect of 
any outlay or expense, to the extent that that 
outlay or expense may reasonably be regarded 
as having been made or incurred by the recipi- 
ent corporation for the purpose of gaining or 
producing the deductible portion: and 


(b) for the purposes of this subsection and section 
£25; 


(i) the deductible portion shall be deemed to 
be income of the recipient corporation for the 
particular year from an active business carried 
on by it in Canada, and 


(ii) any outlay or expense, to the extent de- 
scribed in subparagraph (a)(ii), shall be 
deemed to have been made or incurred by the 
recipient corporation for the purpose of gain- 
ing or producing that income, 


Income Tax Act, Part I © 


Related Provisions: 125(3)— Allocation of active business. in- 
come among associated corporations; 256(1) — Associated 
corporations. 


Pre-RSC History: Subpara. 129(6)(a)(i) ‘and para. 129(6)(b) sub- 
stituted by 1984, c. 45, subsecs: 47(5), (6), applicable to" 1985 et 


seq. Subpara. 129(6)(a)(i) and para. 129(6)(b) formerly read: 


(i) there, shall not be included any portion (in this subsec- 
tion referred to as the “deductible portion”) of the partic- 
ular amount that was or may be deductible in computing 
the income of the associated corporation for any taxation 
year from an active business or a non-qualifying business 
carried on by it in Canada, and 


Ug © 


(i) the deductible portion shall be deemed to be income 
of the recipient corporation for the’ particular year froni 
an active business or a non-qualifying business, as: the 
case may be, carried on by it in Canada, and where. the 
deductible portion is deemed.to be income from an active 
business, the recipient corporation shall be deemed not to 
have carried on a non-qualifying business with respect to 
such income, 


(1i) any. outlay or expense, to the extent described in-sub- 

paragraph (a)(ii), shall be deemed.to’have been made or. 

incurred by the recipient corporation for the purpose of 
» gaining or producing that income, and. 


(ili) where the recipient corporation does not have in- ‘3 
come from an active business carried on by it in Canada’ ‘ 
in the year, it shall be deemed to have carried on 4 non- 
qualifying business in Canada in the year and, in any © 
other case, if the recipient corporation so elects in its re.” 
turn of income under this Part for the year, it shall be 
deemed to have carried on a non-qualifying business in 
Canada im the year. ' ; 
Subpara. .129(6)(b)(i). substituted by 1980-81-82-83,.c. 48, subsec. 
74(3), applicable to taxation years commencing, after 1979 in. the. 
case of a corporation in existence on October 23, 1979 and to taxa- 
tion years commencing after October. 23, 1979 in any other case. 
Subpara. 129(6)(b)(i) formerly read: 


(i) the deductible portion shall be deemed to be income of the 
recipient corporation for the particular year from an active | 
business or a non-qualifying business, as the case may be, 
carried on by it in Canada, 


Subsec. 129(6) substituted by 1979, c. 5, subsec. 41(5), applicable 
to taxation years commencing aftet 1979 in respect of corporations’ 
in existence on October 23, 1979 and to taxation years commencing 
after October 23, 1979 in any other case. Subsec. 129(6) formerly 
read: 


(6) Where any particular amount paid or payable to a corpo- 
ration (in this subsection referred to as the “recipient corpora- ’ 
tion”) by another corporation (in this subsection referred 'to as 
the “associated corporation”) with which the recipient corpo- 
ration was associated in any particular. taxation year com- 
mencing after 1972, would otherwise be included in comput- 
ing the income or loss, as the case may. be, of the recipient 
corporation for the particular year from a source that is prop- 
erty or a business other than an active business, the following 
rules apply: 


(a) for the purposes: of subsection (4), in computing that 
income or loss, as the case may be, 


(i) there shall not be included any portion (in this 
subsection referred to as the “deductible portion”) of 
the particular amount that was or may be deductible 
in computing the income or loss, as the case may be, 
of the associated. corporation for any taxation year 

_ from an active business carried on by it in-Canada, 
and 
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(ii) no deduction shall be made in respect of any out- 
lay or expense, to the extent that that outlay or ex- 
pense may reasonably be regarded as having been 
made or incurred by the recipient corporation for the 
purpose of gaining or producing the deductible por- 
tion; and 


(b). for the purposes of this subsection and section 125, 


-(i) the deductible portion shall be deemed.to be in- 
come of the recipient corporation for the particular 
year from carrying on an active business in Canada, 
and © 


(ii) any outlay or expense, to the extent described in 

‘subparagraph (a)(ii), shall’ be deemed to have been 
made or incurred by the recipient corporation for the 
purpose of gaining or producing that income, 


Subsec. 129(6) added by 1973-74, c. 30, s. 19. 


Selected Cases [subsec. 129(6)]: Norco Development Ltd. v. 
The Queen, [1985] 1 C.T.C. 130 (FCTD) (Interest payments from 
partnership of corporations active business income when corpora- 
tions associated). 


Interpretation Bulletins: IT-73R5: The small business deduc- 
tion; IT-243R4: Dividend refund to private corporations. 


(7) Meaning of “taxable dividend” — For the 
purposes of this section, “taxable dividend” does not 
include a capital gains dividend within the meaning 
assigned by subsection 131(1). 


Related Provisions: 129(1.2) — Dividends deemed not to be 
taxable dividends; 157(3) — Private, mutual fund and non-resident 
owned investment corporations. 


Pre-RSC History: Subsec. 129(7) added by 1977-78, c. 1, subsec. 
62(5), applicable with respect to capital gains dividends paid after 
March 31, 1977. 


(8) Application of section 125 — Expressions 
used in this section and not otherwise defined for the 
purposes of this section have the same igus as 
in section 125. 


Pre-RSC History: eanee 129(8) added by 1984, c. 45, subsec. 
47(7), applicable to 1985 et seq. 


Selected Cases [s. 129]: L’Heureux v. Canada, [1995] 1 C.T.C. 
2850 (TCC) (Circular calculations of tax proper in certain “butter- 
fly” transactions). 


Definitions [s. 129]: “active business” — 125(7), 129(8), 248(1); 
“ageregate investment income” — 129(4); “allowable capital 
loss” — 38(b), 248(1); “amount”, “assessment” — 248(1); “associ- 
ated corporation” — 256(1); “business” — 248(1); “Canada” — 
255; “Canadian-controlled. private, corporation” — 125(7), 248(1); 
“Canadian investment income” — 129(4), (8); “carrying on busi- 
ness” — 253; “corporation” — 248(1), Interpretation Act 35(1); 
“designated property” — 89(1), 129(4.3); “dividend” — 248(1); 
“dividend refund” — 129(1); “eligible portion” — 129(4); “foreign 
investment income”, “foreign investment loss” — 129(4), “in- 
come” — from property 129(4.1), (4.2); “income of the corporation 
for the year from an active business” — 125(7), 129(6), 129(8), “in- 
vestment corporation” — 130(3), 248(1); “investment tax credit” — 
127(9), 248(1); “loss” — from property 129(4.1), (4.2); “Minis- 
ter” — 248(1); “private corporation” — 89(1), 131(5), 186(5), 
248(1); “property” — 129(4.1), (4.2), 248(1); “refundable dividend 
tax on hand” — 129(3); “series of transactions or events” — 
248(10); “share” — 248(1); “specified investment business” — 
125(7), 248(1); “substituted property” — 248(5); “tax payable” — 
248(2); “taxable capital gain” — 38(a), 248(1); “taxable divi- 
dend” — 89(1), 129(1.2), 129(7), 248(1); “taxable income” — 2(2), 
248(1); “taxation year’ — 249; “writing” — Interpretation Act 
35(1). 


S. 130(1) 
Investment Corporations 


130. (1) Deduction from tax — A corporation that 
was, throughout a taxation year, an investment cor- 
poration may deduct from the tax otherwise payable 
by it under this Part for the year an amount equal to 
20% of the amount, if any, by which its taxable in- 
come for the year exceeds its taxed capital gains for 
the year. 


Related Provisions: 131(10) — Investment corporation can elect 
not’ to be réstricted financial institution; 142.2(1)“financial institu- 
tion’’(c)(i) + Investment corporation not subject to mark-to-market 
rules; 


Pre-RSC History: Subsec. 130(1) amended 3 1988, c. 55, s. 117, 
to substitute “20%” for “22%”, applicable to taxation years. ending 
after 1987, except that in its application to a taxation year of a cor- 
poration commencing before July 1988, there shall be added to the 
amount determined under subsec. 130(1), in respect of the corpora- 
tion for the year the aggregate of 


(a) that proportion of 5% of the excess determined under that 
subsection in respect of the corporation for the year that the 
number of days in the year that are before July, 1987 is of the 
number of days in the. year, . 


(b) that proportion of 4% of the excess. determined under that 
subsection in respect:of the corporation for the year that the 
number of days in the year that are after June, 1987 and before 
1988 is of the number of days in the year, and 


(c) that proportion of 7% of the excess determined under that 
subsection in respect of the corporation for the year that the 
number of days in the year that are after 1987 and before July, 
1988 is of the number of days in the year. 


Subsec. 130(1) amended by 1986, c. 55, subsec. 52(1), to substitute 
“22%” for “16%”, applicable by subsec. 52(2) (as amended by 
1988, c. 55, s. 202, deemed in force on December 19, 1986) to 1987 
et seq. except that in its application to 


(a) a taxation year of a corporation commencing before 1987 
and ending after 1986, there shall be deducted from the amount 
determined under subsection 130(1) in respect of the corpora- 
tion for the year that proportion of 1/12 of the excess deter- 
mined under that subsection in respect'of the corporation for the 
year that the number of days in the year that are before 1987 is 
of the number of days in the year; and 


(b) taxation years ending after 1986 and commencing before 
1988, there shall be added to the amount otherwise determined 
under that subsection in respect of a corporation for a taxation 
yeat the aggregate of 


(i) that proportion of 3% of, the excess determined under 
that subsection that the number of days in the year that are 
. before July. 1987 is of the number of days. in the year, and 


(ii) that proportion of 2% of the excess determined under 
that subsection that the number of days in the year that are 
after June 1987 and before 1988 is of the number. of days in 
the year. 


Subsec. 130(1) substituted by 1977-78, c. 1, subsec. 63(1), applica- 


ble to 1978 et seq., to substitute “167” for “25”; and where a corpo- 


ration that is entitled to a deduction under subsec. 130(1) has a taxa- 
tion year part of which is before 1978 and part of which is after 
1977, the deduction under that subsection from the tax otherwise 
payable by the corporation under Part I of the Act for its 1978 taxa- 
tion year shall be increased by an amount determined according to 
the following rules: 


(a) determine the proportion that the number of days in the cor- 
poration’s 1978 taxation year that are in 1977 is of the number 
of days in the whole taxation year; 
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(b) determine the amount, if any,*by which the corporation’s 
taxable income for the year exceeds its taxed capital gains for 
the year; 


(c) determine the product that is obtained when the proportion 
determined. under paragraph (a) is multiplied by the amount de- 
termined under paragraph (b); ; 


and the amount by which the deduction under subsec. 130(1) shall 


be so increased is equal to 1/12 of the product determined under 
para. (Cc). 


(2) Application of ss. 131(1) to (3.2) and (6) — 
Where a corporation was an investment corporation 
throughout a taxation year (other than a corporation 
that was a mutual fund corporation throughout the 
year), subsections 131(1) to (3.2) and (6) apply in re- 
spect of the corporation for the year 


(a) as if the corporation had been a mutual fund 
corporation throughout that and all previous taxa- 
tion years ending after 1971 throughout which it 
was an investment corporation; and 


(b) as if its capital gains redemptions for that and 
all previous taxation years ending after 1971, 
throughout which it would, but for the assump- 
tion made by paragraph (a), not have been a mu- 
tual fund corporation, were nil. 
History: The opening words of subsec. 130(2) amended by 1998, c. 
19, subsec. 155(1), applicable to 1993 et seq. The opening words 
formerly read: 
130(2) (2) Application of subsecs. 131(1) to (3.2) — 
Where a corporation. was throughout a taxation year an in- 
vestment corporation (other than a mutual fund corporation), 
subsections 131(1) to (3.2) apply in respect of the corporation 
for the year 


That portion of subsec. 130(2) preceding para. (a) amended by 
1994, c. 7, Sch. VIII (1993, c. 24), s. 74, applicable to capital gains 
refunds paid or applied with respect to taxation years beginning af- 
ter 1991. That portion formerly read: 


(2) Application of ss. 131(1) to. (3)— Where a corporation 
was, throughout a. taxation year, an investment corporation 
other than a mutual.fund corporation, subsections 131(1) to 
(3) are applicable in respect. of the corporation for the year 


Forms: T5 Segment; T5 Summary: Return of investment income; 
TS. Supplementary: Statement of investment income. 


(3) Meaning of expressions “investment 
corporation” and “taxed capital gains” — For 
the purposes of this section, 


(a) a corporation is an “investment corporation”’ 
throughout any taxation year in respect of which 
the expression is being applied if it complied with 
the following conditions: 


(i) it was throughout the year a Canadian cor- 
poration that was a public corporation, 


(1) at least 80% of its property throughout the 
year consisted of shares, bonds, marketable 
securities or cash, 


(ili) not less than 95% of its income (deter- 
mined without reference to subsection 49(2)) 
for the year was derived from, or from dispo- 
sitions of, investments described in subpara- 


graph (ii), 
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(iv) not less than 85% of its gross revenue for 
the year was from sources in Canada, 


(v) not more'than 25% of its gross revenue for 
the year was from interest, 


(vi) at no time in the year did more than 10% 
of its property consist of shares, bonds or se- 
curitiés of any one corporation or debtor other 
than Her Majesty in right of Canada or of a 
“province or a Canadian municipality, 


(vii) no person would be a specified share- 
holder of the corporation in the year if, in the 
definition “specified shareholder” in subsec- 
tion 248(1), 


(A) the portion of that definition before 
paragraph (a) were read as follows: ” 


“specified shareholder” of a corpora- 
tion in a taxation year means a tax- 
payer who owns, directly or indi- 
rectly, at any time in the year, more 
than 25% of the issued shares of any 
class of the capital stock of the corpo- 
ration and, for the purpose of this 
definition, 


and 


(B) the reference in paragraph (d) of that 
definition to “not less than 10%” were read 
as a reference to “more than 25%”, and 


(viii) an amount not less than 85% of the total 
of ’ 
(A) *% of the amount, if any, by which its 
taxable income for the year exceeds its 
taxed capital gains for the year, and 


(B) the amount, if any, by which all taxa- 
ble dividends received by it in the year to. 
the extent of the amount thereof deductible 
under section 112 or 113 from its income 
for the year exceeds the amount that the 
corporation’s non-capital loss for the year 
would be if the amount determined in ‘re- 
spect of the corporation for the year under 
paragraph 3(b) was nil, . 


(less any dividends or interest received by it in 
the form of shares, bonds or other securities 
that had not been sold before the end of the 

. year) was distributed, otherwise than by way 
of capital gains dividends, to its shareholders 
before the end of the year; and 


(b) the amount of the “taxed capital gains” of a 
taxpayer for a taxation year is the amount, if any, 
by which 
(i) its taxable capital gains for the year from 
dispositions. of property 


exceeds: 


(ii) the total of its allowable capital losses for 
the year from dispositions of property and the 
amount, if any, deducted under paragraph 


Div. F — Special Rules Applicable in Certain Circumstances 


111(1)(b) for. the purpose of computing its 
taxable income for the year. 


Related Provisions: 4(1) —Income or loss from a ‘source; 
112 — Deduction of dividends received; 113 — Deduction for divi- 
dends. from foreign affiliate; 130(2) — Application of mutual fund 
corporation rules; 130(4) — Wholly owned subsidiaries, 132(5) — 
Taxed capital gains definition applies to mutual fund trusts ; 
184(2) — Tax on excess dividend paid by corporation; 248(1)“in- 
yvestment corporation” — Definition applies to entire Act. 


History: Subpara. 130(3)(a)(vii) amended by, 1998,,c. 19, subsec. 
155(2), applicable to corporations for taxation-years that begin after 
June 20, 1996 except that, by subsec. 155(4) of the said c. 19, where 


(a) a corporation was an investment corporation on.June 20, 
1996, 


(b) a particular person would be a specified shareholder of the 
corporation in the year, within the meaning assigned by sub- 

~ para. 130(3)(a)(vii) if this amendment applied to the SUS 
tion for the year, and, 


(c) the particular person would have been a specified share- 
holder of the corporation on June 20; 1996, within the meaning 
assigned by subpara. 130(3)(a)(vii) if this amendment applied 
to the corporation for the year that includes that day, 


subpara. 130(3)(a)(vii) does not apply to. the corporation, with re- 
spect to the particular person and persons related to the particular 
person, except as provided in ESLLea vhs 155(5) to (8) of the said Cc: 
is 


Subsecs. 155(5) to (9) of the said c. 19 provide: 


(5) [The amendment to subpara. 130(3)(a)(vil)] applies to.a 
corporation that was an investment corporation on June 20, 
1996 for a taxation year that begins after that day where, at 
any time after that day and before the end of the year, a par- 
ticular person described in paragraph [155(4)(b) of the said c. 
19 (above)] contributed capital to. the corporation or acquired 
a share of the capital stock of the corporation, other than a 
share described in paragraph (8)(a), (b) or (c). 


(6) [The amendment to subpara. 130(3)(a)(vii)] applies to a 
corporation that was an investment corporation on June 20, 
1996 for a taxation year that begins after that day where, at 
any time after that day and before the end of the year, a newly 
related person in respect of the corporation 


(a) contributed capital to the corporation; or 


(b) held at any particular time property (in this paragraph 
referred to as an “ineligible investment”) that is 


(i) a share of the capital stock of the corporation, or 


(ii) a share of the capital stock of a corporation, or an 
interest in a partnership or trust, that held an ineligi-. 
ble investment at the particular-time. 


(7) For the purpose of subsection (6), a newly related person 
in respect of a corporation at any time means a person who, at 
any other time that is before that time and, after June 20, 
1996, became related to a particular person described in para- 
graph [155(4)(b) of the said c. 19 (above)] in respect of the 
corporation, but does not include a person who would, if the 
taxation year of the corporation that includes that other time 
had ended immediately before that other time, have been a 
particular person described in paragraph [155(4)(b) of the 
said c. 19 (above)] in respect of the corporation for the year. 


(8) Where, after June 20, 1996 and before the end of a taxa- 
tion year of a corporation that was an investment corporation 
on June 20, 1996, a particular person described in paragraph - 
[155(4)(b) of the said c. 19 (above)] in respect of the corpora- 
tion has acquired one or more shares of the capital stock of 
the corporation, and each such share was 


(a) a share that was held, at each particular time after 
June 20, 1996 and before the time (in this subsection re- 


S. 130(3) 


ferred to as the ““acquisition time”) at which the particular 
person acquired it, by the particular person or by a person 
who was related to the particular person throughout the 
period from June 20, 1996 to the particular time, 


(b) a share that was issued by the corporation as a stock 
dividend to the particular person, or 


(c) a share that was issued by the corporation as a stock 
dividend to a person who was related to the particular 
person throughout the period from June 20, 1996 to the 
time at which the share was issued and that. was held, at 
each particular time. from the time the share was issued to 
the acquisition time, by the particular person or by a per- 
son who was related to the particular person throughout 
the period’ from June 20, 1996 to the particular time, 


subparagraph 130(3)(a)(vii) of the Act, as enacted by subsec- 
tion (2), shall be read, with respect to the particular person 
and the corporation for the year, as though the references in 
that subparagraph to “25%” were references to “the greatest 
percentage that is the total percentage of the shares of a class 
of the capital stock of the corporation, held at the end of June 
20, 1996 by the person and other Persons with whom the bet- 
son did not at that time deal at arm’ s length”. 


(9) For the purposes of subsections (5) to (8), 
(a) where at a particular time 


(i).a trust that existed on June 20, 1996 distributes a 
share of the capital stock of a corporation to a person 
who was a beneficiary under the trust throughout the 
period from June 20, 1996 to the particular time in 
satisfaction of all or any part of the beneficiary’s 
capital interest in the trust, or 


(ii) a partnership that existed on June 20, 1996 dis- 

“tributes, on ceasing to exist, a ‘share of the capital 
stock of a corporation or an interest in a share to a 
person who was a member of the partnership 
throughout the period from June 20, 1996 to the par- 
ticular time, 


the share is deemed to have been owned v9 the benefici- 
ary or member from the later of June 20, 1996 and the 
time the share was last acquired by the trust or partner- 
ship until the particular time; and 


(b) where a person.who is a beneficiary of a trust or a 
member of a partnership is deemed by paragraph (b), (c) 
or (e) of the definition “specified shareholder” in subsec- 
tion 248(1) of the Act. to. own a share owned by the part- 
nership or trust, the person is deemed to have acquired 
the share at the later of the time the share was acquired 
by the trust or partnership and the time the person last 
became a beneficiary of the trust ora member of the 
partnership. 


Subpara. 130(3)(a)(vii) formerly read: 


(vii) none of its shareholders at any time in the year held 
more than 25% of the issued shares of the capital stock of the 
corporation, and 


Subpara. 130(3)(a)(iii) amended by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 109(1), to add “(determined without reference to subsection 
49(2))’, applicable to 1990 et seq. 


Pre-RSC History: Subpara. 130(3)(b)(ii) substituted by 1984, c. 1, 
s. 76, applicable to 1983 et seg. and with respect to amounts deduct- 
ible under para. 111(1)(b) in respect of losses determined for 1983 
et seq., to substitute “deducted” for “deductible”. 


Cl. 130(3)(a)(viii)(A) and all that portion of subpara. 130(3)(a)(viii) 


following cl. (B) substituted by 1980-81-82-83, c. 48, subsecs. 


75(1), (2), applicable, as to cl. 130(3)(a)(viii)(A), to taxation years 
ending after December 11, 1979, and, as to that portion, with re- 
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spect,to dividends becoming payable after December 11, 1979. Cl. 
130(3)(a)(yiii)(A) and that portion formerly read: 


(A). 75% of the amount, if any, by which its taxable in- 
come for the year exceeds its taxed capital gains for the 
year, and. Aweibe 


(less any dividends or interest received by it in the form of 
shares, bonds or other securities that had not been sold before 
the end of the year) was distributed, otherwise than by way of 
a stock dividend, ‘to’ its Shareholders’ before the end of the 
year; and pa 


All that portion of subpara. 130(3)(a)(viii) following cl. (B) substi- 
tuted by 1979, c. 5S, s. 42, applicable with respect to stock dividends 
paid after November 16, 1978. That portion formerly read: 


(less any dividends or interest received by it in the form of 
shares, bonds ‘or other securities that had not been sold before 
the end of the year) was distributed to its shareholders before 
the end of the year: and 


Cl. 130(3)(a)(viii)(B) substituted by 1974-75-76, c. 26, s. 87, appli- 
cable to 1972 et seg. 


Selected Cases [subsec. 130(3)]: Canadian & Foreign 
Securities Co, Ltd. v. MNR, [1972] C.T.C. 39] (FCTD) (“Securi- 
ties” include ‘promissory notes; requirements for investment corpo- 
ration-not met). 


Interpretation Bulletins: IT-98R2: Investment corporations. 


(4) Wholly owned subsidiaries — Where a cor- 
poration so elects in its return of income under this 
Part. for a:taxation year, each of the corporation’s 
properties that is-a share or indebtedness of another 
Canadian corporation that is at any time in the year a 
subsidiary wholly owned Corporation’ of the corpora- 
tion shall, for the purposes of subparagraphs 
(3)(a)(ii) and (vi); be deemed not to be owned by the 
corporation at any ‘such timé in the year, and each 
property owned by the other corporation at that time 
shall, for the purposes of those subparagraphs, be 
deemed to be owned by the corporation at that time. 


History: Subsec. 130(4) added by:1994,¢.°7, Sch. 11 (1991, c. 49), 
subsec. 109(2), applicable to 1987 et seg., and an election referred 
to in-the subsec: in respect of a corporation’s taxation year for 
which’a: return of income under Part Iof the Act was made before 
December 18, 1991 ‘shall -be deemed to have been made in the cor- 
poration’s returmof income for that year if the election‘is filed in 
writing with the Minister of National Revenue before: March 17, 
1992. 


Definitions [s. 130]: “allowable capital loss” — 38(b),. 248(1); 
“amount” — 248(1); “Canada” — 255; “Canadian corporation”? — 
89(1), 248(1); “capital gain” — 39(1)(a), 248(1); “corporation” — 
248(1), Interpretation Act 35(1); “dividend”, “gross revenue” — 
248(1); “investment corporation” — 130(3)(a), 248(1): “mutual 
fund corporation” —131(8); 248(1): “property” — 248(1); “public 
corporation” — 89(1), 248(1); “share”, “shareholder”, “subsidiary 
wholly owned. corporation” — 248(1): “taxable capital gain’? — 
38(a),,248(1); “taxable dividend” — 89(1), 248(1); “taxable in- 
come” — 2(2),.248(1); “taxation year’ — 249; “taxed. capital 
gains” — 130(3)(b). 


Information Circulars [s. 130]: 78-14R2: Guidelines for trust 
companies and other persons responsible for filing T3-IND, T3R-G, 
T3RIF-IND, T3RIF-G, T3H-IND; T3H-G, T3D, T3P, T3S, T3RI, 
T3Fi 


Income Tax Act; Part I 


Mortgage Investment Corporations 


130.1 (1) Deduction from tax — In computing: the 
income for a taxation year of a corporation that was, 
throughout the year, a mortgage’ investment” 
corporation, plmihyers a 
(a) there may be deducted the total of 


(i) all taxable dividends, other than capital 
gains dividends, paid by the corporation dur- © 
ing the year or within 90 days after the end of : 
the year to the extent that those dividends’ 
were not deductible by the corporation in 
computing its income for the preceding year, 
and 


(ii) “/+ of all capital gains dividends paid by 
the corporation during the period commencing 
91 days after the commencement of the year 
and ending 90 days after the end of the year; 
and 


(b) no deduction may be made under section 112 

in respect of taxable dividends received by its 

from other corporations. . 
Related Provisions: 142.2(1)“financial institution” (c)(ii) — 
Mortgage investment corporation not subject to mark-to-market 
rules; 181.3(3)(a) — Capital of financial institution. ’ 
Pre-RSC History: Subpara. 130.1(1)(a)@i) amended by 1988, c. 
55, subsec. 118(1) to substitute “3/,” for “'h””, applicable to taxation 
years ending after June 1988, except that for taxation years ending 
after June 1988 and commencing before 1990, the reference to “3/4” 
in subpara. 130.1(1)(a)(ii) shall, in respect of the corporation for the 
year, be read as a reference to the fraction determined as the aggre- 
gate of 


(a) that proportion of '/2 that the number of days in the year that 
are before July, 1988 is of the number of days in the year, 


(b) that proportion of 7 that the number of days in the year that 
are after June, 1988 and before 1990 is of the number of days in 
the year, and 


(c) that proportion of */s that the number of days in the year that 
are after 1989 is of the number of days in the year. 


Subpara. 130. 1(1)(a)@) substituted by 1977-78, c. 1, s..64, applica- 
ble to 1972 et seg. 


(2) Dividend equated to bond interest — For 
the purposes of this Act, any amount received from a 
mortgage investment corporation by a shareholder of 
the corporation as or on account of a taxable divi- 
dend, other than a capital gains dividend, shall be 
deemed to have been received by the shareholder as 
interest payable on a bond issued by the corporation 
after, 1971. Speed GAG 
Related Provisions: 130.1(3) — Application; 214(3)(e) — Non- 
resident withholding tax. 


(3) Application of subsec. (2) — Subsection (2) 
applies where the taxable dividend (other than a cap- 
ital gains dividend) described in that subsection was 
paid during a. taxation year. throughout which the 
paying corporation was a mortgage investment cor- 
poration or within 90 days thereafter. On 


(4) Election re capital gains dividend — Where 
at any particular time during the.period that begins 
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91 days after the beginning of a taxation year of a 
corporation that was, throughout the year, a mort- 
gage investment corporation and ends 90 days after 
the end of the year, a dividend is paid by the corpo- 
ration to shareholders of the corporation, if the cor- 
poration so elects in respect of the full amount of the 
dividend in prescribed manner and at or before the 
earlier of the particular time and the first day on 
which any part of the dividend was paid, 


(a) the dividend shall be deemed to be a capital 
gains dividend to the extent that it does not ex- 
ceed the amount, if any, by which 


(i) “4 of the taxed capital gains of the corpora- 
tion for the year 


exceeds 


(ii) the total of all dividends, and parts of divi- 
dends, paid by the corporation during the pe- 
riod and before the particular time that are 
deemed by this paragraph to be capital gains 
dividends; and 


(b) notwithstanding any other provision of this 
Act, any amount received by a taxpayer in a taxa- 
- tion year as, on account of, in lieu of payment of 
or in satisfaction of, the dividend shall not be in- 
cluded in computing the taxpayer’s income for 
the year as income from a share of the capital 
stock of the corporation, but shall be deemed to 
be a capital gain of the taxpayer for the year from 
a disposition, in the year and after February 22, 
1994, by the taxpayer of capital property. 
Related Provisions: 39.1(1)“exempt capital gains balance”C(c), 
39.1(6) — Reduction in gain to reflect capital gains exemption elec- 
tion; 184(2) — Tax on excessive elections; 184(3) — Election to 
treat excess as separate dividend; 185(4) — Joint and several liabil- 
ity from excessive elections. 


History: Subsec. 130.1(4) amended by 1995, c. 3, subsec. 40(1), 


income from a share of the capital stock of the cor- 
poration, but shall be deemed to be a capital gain of 
the taxpayer for the year from a disposition of capital 
property and, for the purposes of section 110.6, that 
property shall be deemed to have been disposed of 
by the taxpayer in the year, and 


(iii) any election under paragraph (b) made by. the 
corporation in respect of the dividend shall be 
deemed not to have been made; and 


(b) if the corporation so elects in respect of the full 
amount of the dividend, in prescribed form and manner 
and at or before the earlier of the particular time and the 
first day on which any part of the dividend was paid, 


(i) the dividend shall be deemed to be a capital gains 
dividend to the extent that it does not exceed the 
amount, if any, by which 


(A) * of the corporation’s non- a ee taxed 
capital gains: for the year 


exceeds 


(B) the total of all dividends, and parts of divi- 
dends, paid by the corporation during the period 
and before the particular time that are deemed by 
this subparagraph to be capital gains dividends, 
and 


(ii) notwithstanding any other provision of this Act, 
any amount received by a taxpayer in a taxation year 
as or. on account.of the dividend shall not be included 
in computing the taxpayer’s income for the year as 
income from a share of the capital stock of the cor- 
poration, but shall be deemed to be a capital gain of 
the taxpayer for the year from a disposition of capital 
property and, for the purposes of section 110.6, 


(A) that property shall be deemed to have been 
non-qualifying real property of the taxpayer, 
within the meaning of that section, disposed of 
by the taxpayer in the year, and 


(B) the taxpayer’s eligible real property gain for 
the year, within the meaning of that section, 
from. the disposition. of that property. shall be 
deemed to be nil. 


applicable to dividends paid after Fe Druary 22, 1994. Subsec. (4) | Subsec. 130.1(4) amended by 1994, c. 7, Sch. VIII (1993, c. 24), 
formerly read: subsec. 75(1), applicable to 1992 et seg. Subsec. (4) formerly read: 


(4) Electing capital gains dividend — Where at any partic- 
ular time during the period beginning 91 days after the begin- 
ning of a taxation year of a corporation that was, throughout 
the year, a mortgage investment corporation and ending 90 
days after the end of the year, a dividend is paid by the corpo- 
ration to shareholders of the corporation, 


(a) if the corporation so elects in respect of the full 
amount of the dividend, in prescribed form and manner 
and at or before the earlier of the particular time and the 
first day on which any part of the dividend was paid, 


(i) the dividend shall be deemed to be a capital gains 
dividend to the extent that it does not exceed the 
amount, if any, by which 


(A) 4/3 of the corporation’s qualifying taxed capi- 
tal gains for the year 


exceeds 


(B) the total of all dividends, and parts of divi- 
dends, paid by the corporation during the period 
and before the particular time that are deemed by 
this subparagraph to be capital gains dividends, 


(ii) notwithstanding any other provision of this Act, 
any amount received by a taxpayer in a taxation year 
as or on account of the dividend shall not be included 
in computing the taxpayer's income for the year as 
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(4) Electing capital gains.dividend — Where at any partic- 

ular time during the period commencing 91 days after the | 
commencement of a taxation year of a corporation that was, 

throughout the year, a mortgage investment corporation and 
ending 90 days after the end of the year, a dividend is paid by 

the corporation to shareholders of the corporation, if the cor- 

poration so elects in respect of the full amount of the divi- 

dend, in prescribed manner and prescribed form and at or 

before the particular time or the first day on which any part of 

the dividend was paid if that day is earlier than the particular 

time, 


(a) the dividend shall be deemed to be a capital gains div- 
idend to the extent that it does not exceed 


(i) #3 of the taxed capital gains of the corporation for 
the year 


minus 


(ii), such part, if any, of each dividend paid by the 
corporation, during the period and before the particu- 
lar time as is deemed by this subsection to be a capi- 
tal gains dividend; and 


(b) notwithstanding any other provision of this Act, any 
amount received by a taxpayer in a taxation year as or on 
account of the dividend shall not be included in comput- 
ing the taxpayer’s income for the year as income from a 


S. 130.1(4) 


share of the capital stock of the corporation, but shall be 
deemed to be a capital gain of the taxpayer for the year 
from a disposition of capital property and, for the pur- 
poses of section 110.6, that property shall be deemed to 
have been disposed of by the taxpayer in the year. 


Pre-RSC History: Subpara. 130.1(4)(a)G) amended by 1988, c. 
55, subsec. 118(2), to substitute “4s; of” for “2 times”, applicable to 
taxation years ending after June 1988, except that for taxation years 
ending after June 1988 and commencing before 1990, the reference 
to “4s” in subpara. 130.1(4)(a)(i) shall, in respect of the corporation 
for the year, be read as.a reference to the aggregate of 


(a) that proportion of 2 that the number of days in the year that 
are before July, 1988 is of the number of days in the year, 


(b) that proportion.of 3/2 that the number of days in the year that 
are after June, 1988 and before 1990 is of the number of days in 
the year, and 


(c) that proportion of ‘/s that the number of days in the year that 
are after 1989 is of the number of days in the year. 


Para. 130.1(4)(b) substituted by 1988, c.. 55, subsec. 118(3), appli- 
cable to 1985 et seg. Para. 130:1(4)(b) formerly read: 


(b) notwithstanding any other provision of. this Act, any 
amount received by a taxpayer in a taxation. year as or on ac- 
count of the dividend shall not be included in computing his 
income for the year as income from a share of the capital 
stock of the corporation, but shall be deemed to be a capital 
gain of the taxpayer for the year from’ the disposition by him 
in the year of capital property. 

Para. 130.1(4)(b) amended by 1986, c. 6,\s. 75, applicable to 1985 et 

seq., to substitute “any other provision of this Act” for “anything in 

this Act” and “disposition by him in the year of capital property” for 

“disposition of capital property”. 

Regulations: 2104.1 (prescribed manner, prescribed form). 


Forms: T5 Segment; T5 Summary; Return of investment income: 
TS Supplementary: Statement of investment income; T2012: Elec- 
tion in respect of a capital gains dividend. 


(4.1) Application of subsecs. 131(1.1) to 
(1.4) — Where at any particular time a mortgage in- 
vestment corporation paid a dividend to its share- 
holders and subsection (4) would have applied to the 
dividend except that the corporation did not make an 
election under subsection (4) on or before the day on 
or before which it was required by that subsection to 
be made, subsections 131(1.1) to (1.4) apply: with 
such modifications as the circumstances require. 


Pre-RSC History: Subsec. 130.1(4.1) added by 1985, c. 45, sub- 
sec. 75(1), applicable with respect to dividends paid after 1984. 


(5) Public corporation — Notwithstanding any 
other provision of this Act, a mortgage investment 
corporation shall be. deemed. to be a public 
corporation. 


(6) Meaning of “mortgage investment corpo- 
ration” — For the purposes of this section, a corpo- 
ration is a “mortgage investment corporation” 
throughout a taxation year if, throughout the year, 


(a) it was a Canadian corporation; 


(b) its only undertaking was the investing of 
funds of the corporation and it did not manage or 
develop any real property; 
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(c) none of the property of thé corporation con-’ 
sisted of 2 ft rOTIOF 
(i) debts owing to the corporation ‘that were 
secured on real property situated outside , 
Canada, iiesose ; pieces 
(ii) debts owing to, the corporation by non-res-, 
ident persons, except any such debts that were 
secured on real property situated in Canada, . 


(iil) shares of the capital stock of corporations 
not resident in Canada, or 


(iv) real property situated outside Canada, or 
any. leasehold interest in such property; 


(d) subject to subsections (7):and (8), the number 
of shareholders of the corporation was not. less 
than twenty and no one shareholder held more 
than 25% of the issued shares of the capital stock 
of the corporation; ee 
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preferred dividends, and payment of dividends in 
a like amount per share to the holders of the com- 
mon shares of the corporation, to participate pari 
passu with the holders of the common shares in 
any further payment of dividends; __ 


(f) the cost amount to the corporation of such of 
its property as consisted of 


(i) debts owing to the dorperation that were 
secured, whether by mortgages or in any other 
manner, on houses (as defined in section 2 of 

_ the National Housing Act) or on property in- 
cluded within a housing project (as defined in 
that section), and 


(ii) amounts of any deposits standing to the 
corporation’ s credit in the records of 


(A) a bank or other corporation any of 
whose deposits are insured by the Canada 
Deposit Insurance Corporation or the 
Régie de l’assurance- depots du Quebec, or 


(B) a credit union, 


plus the amount of any money of the corporation 
was at least 50% of the cost amount to it of all of 
its property; 


(g) the cost amount to the corporation of all real 
property of the corporation, including leasehold 
interests in such property, (except real property 
acquired by the corporation by foreclosure or oth- 
erwise after default made on a mortgage or agree- 
ment of sale of real property) did not exceed 25% 
of the cost amount to it of all of its property; 


(h) its liabilities did not exceed 3 times the 
amount by which the cost amount to it of all of its 
property exceeded its liabilities, where at any 
time in the year the cost amount to it of such of 
its property as consisted of property described in 
subparagraphs (f)(i) and (ii) plus the amount of 
any money of the corporation was less than 7/3 of 
the cost amount to it of all of its property; and 


(i) its liabilities did not exceed 5 times the 
amount by which the cost amount to it of all its 
property exceeded its liabilities, where paragraph 
(h) is not applicable. 

_ Related Provisions: 130.1(7) — How shareholders counted; 
130. 1(8) —First taxation year; 142.2(1)“financial institu- 
tion”(c)(ii) — Mortgage investment corporation not subject to 
mark-to-market rules; 248(1)“mortgage investment corporation” — 
Definition applies to entire Act. 


History: Subpara. 130.1(6)(f)(i) amended by 1998, c. 19, s. 156, 
deemed to have come into force on June 23, 1993. It formerly read: 


(i) debts owing to the corporation that were secured on resi- 
dential property, as. defined in the Residential Mortgage Fi- 
nancing Act, chapter 49. of the Statutes of Canada, 1973-74, 
whether by mortgages or in any other manner, and 


Pre-RSC History: Cl. 130.1(6)(f)(ii)(B) substituted by 1985, c. 
45, subsec. 75(2). That clause formerly read: 


(e) any holders of preferred shares of the corpora- (B) a credit union within the meaning assigned by subsection 
tion had a right, after payment to. them of their 137(6), 
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“Residential Property”: Subsec. 2(1) of the Residential Mort- 
gage Financing Act, R.S.C; 1985, c. R-6, defines “residential prop- 
erty” as follows: 


“residential property” means a house or the property included 
within a housing project. 


Subsec. 2(2) defines “house” and “housing project” by reference to 
the National Housing Act, R.S:C. 1985, c. N-11, s.2 (as amended by 
c.,.25 (4th Supp.), s. 1(2)), which.in turn provides: 


“house” means a building or movable structure intended for 
human habitation containing not more than two family hous- 
ing units, together with the land, if any, on which the building 
or movable structure is situated; 


“housing project” means a project consisting of one or more 
houses, one or more multiple-family dwellings, housing ac- 
commodation of the hostel or dormitory type, one or more 
condominium units or any combination thereof, together with 
any public space, recreational facilities, commercial space 
and. other buildings appropriate to the project, but does not 
include a hotel; 


(7) How shareholders counted — For the pur- 
poses of paragraph (6)(d), a trust governed by a reg- 
istered pension plan or deferred profit sharing plan 
by which shares of the capital stock of a corporation 
are held shall be counted as four shareholders of the 
corporation, and a trust governed by a registered re- 
tirement savings plan by which shares of the capital 
stock of a corporation are held shall be counted as 
one shareholder of the corporation, but, for the pur- 
pose of calculating the limitation on the holding of 
shares of the capital stock of a mortgage investment 
corporation by a trust governed by a registered pen- 
sion plan or deferred profit sharing plan, the trust 
shall be counted as one shareholder. 
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(8) First taxation year — For the purposes of sub- 
section (6), a corporation that was incorporated after 
1971 shall be deemed to have complied with para- 
graph (6)(d) throughout the first taxation year of the 
corporation in which it carried on business if it com- 
plied with that paragraph on the last day of that taxa- 
tion year. | | 3 


(9) Definitions — In this section, 


“fiabilities” of a corporation at any particular time 


_means the total of all debts owing by the corporation, 


and all other obligations of the corporation to pay an 
amount, that were outstanding at that time; 


“non-qualifying real property” — [Repealed] 


History: The definition “non-qualifying real. property” in subsec. 
130.1(9) repealed by 1995, c. 3, subsec. 40(2.1), applicable after 
February 22, 1994. The definition formerly read: 


“non-qualifying real property” of a corporation has the mean- 
ing assigned by subsection 131(6); 


The definition “non-qualifying real property” added by 1994, c¢. 7, . 
Sch. VII (1993, c. 24), subsec. 75(2.1), applicable to 1992 er seq. 
“non-qualifying taxed 
[Repealed] 

History: The definition “non-qualifying taxed capital gains” in 


subsec. 130.1(9) repealed by 1995, c. 3, subsec. 40(2), applicable 
after February 22, 1994. The definition formerly read: 


capital gains” — 


“non-qualifying taxed capital gains” of a mortgage invest- 
ment corporation for a taxation year means the amount, if 
any, by which 


(a) the amount by which its taxable capital gains for the 
year from dispositions of its non-qualifying real property 
exceeds the amounts determined under paragraph (b) of 
the definition “qualifying taxed capital gains” in respect 
of those dispositions 


exceeds the total of 


‘(b) the amount by which its allowable capital losses for 
the year from dispositions of its non-qualifying real prop- 
erty exceeds the amounts determined under paragraph (d) 
of the definition “qualifying taxed capital gains” in re- 
spect of those dispositions, 


{c) the amount, if any, deducted under paragraph 
111(1)(b) in computing its taxable income for the year, 
“and 


(d) the amount, if any, by which the total of the amounts, 
if any, determined under paragraphs (c) and (d) of the 
definition “qualifying taxed capital gains” in respect of 
the corporation for the year exceeds the total of the 
amounts, if any, determined under paragraphs (a) and (b) 
of that definition in respect of the corporation for the 
year; 


The definition “‘non-qualifying taxed capital gains” added by 1994, 
c. 7, Sch. VIII (1993, c. 24), subsec., 75(2.1), applicable to 1992 et 
seq. 


“qualifying taxed capital gains” — [Repealed] 
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History: The definition “qualifying taxed capital gains” in subsec. 
130.1(9) repealed by 1995, c. 3, subsec. 40(2), applicable after Feb- 
ruary 22, 1994. The definition formerly read: 


“qualifying taxed capital gains” of ‘a mortgage investment 
corporation for a taxation year means the amount, if any, by 
which the total of 


(a) its taxable capital gains for the ‘year from: dispositions 
of property, other than its non-qualifying real ede 
‘and 


(b) all amounts each ‘of which is an amount determined 
by the formula 


. where 


A is its taxable capital gain for the year from the dispo- 
sition of a non-qualifying real property of the 
corporation, 


B__is the number of calendar months in the period that 

__ begins with the later of the calendar month in which 

_ the property was last acquired by it and January 1972 
and ends with February. 1992, and 


‘Cis the number of ‘calendar months inthe period that 

‘begins with the later of the calendar month in which 

the property was last acquired by it and January 1972 

‘and ends with the calendar month in which the prop- 
erty was disposed of 


exceeds the total of 


(c) its allowable capital losses for the year from disposi- 
tions of property, other than its non- qualifying real 


property, 


(d) all amounts each of which is.an amount determined 
by the formula. 


where 


D ._ is its allowable capital loss. for the year from the dis- 
position of a non-qualifying real, property of the . 
corporation, : 


Eis the number of calendar months in the period that 
begins with the later of the calendar month in which 
the property was last acquired by it and January 1972 
and ends with February 1992, and 


Fis the number of calendar months in the period that 
begins with the later of the calendar month in which | 
the property was last acquired by it and January 1972 
and ends with the calendar month in which the prop- 
_. erty was disposed of, and 


(e) the amount, if any, by which the total of the amounts 
determined under paragraphs (b) and (c) of the definition 
“non-qualifying taxed capital gains” in respect of the cor- 
poration for the year exceeds the amount, if-any, deter- 
mined under paragraph (a) of that.definition in respect of 
the corporation for the year. 


The definition “qualifying taxed capital gains” added by 1994, c. Ass 
Sch. VII (1993, c: 24), subsec. 75(2.1), applicable to 1992 et seq. 


“taxed capital gains” has the itEanae assigned by 
paragraph 130(3)(b). 


History: Definition “taxed capital gains” added to subsec. 130.1(9) 
by 1995, c. 3, subséc. 40(3), applicable after February 22, 1994. 


S. 1310)(b) 


Former definition “taxed capital gains” repealed, by 1994, c. 7, Sch. 
VHI (1993, c. 24), subsec! 75(2), applicable to 1992 et seq. “Taxed 
capital gains’ > formerly read: 


“taxed capital gains” has the meaning nee by paierah | 

130(3)(b). . 
History [subsec. 130.1(9)]:, Definitions “non-qualifying ‘real 
property”, “non-qualifying taxed capital gains” and “qualifying 
taxed capital gains” added, and “taxed capital gains” repealed, by 
1994, ¢. 7; Sch. VII (1993, c.' 24), subsecs. 75(2), (2.1), a aaa 
to 1992 et seg. “Taxed capital gains” formerly read: 


“taxed capital gains” has the meaning assigned by paragraph 
130(3)(b). 


Pre-RSC History [subsec. 130. (9): The definition “liabili- 
ties” was para. 130.1(9)(a); “taxed capital gains”, « 130. 1(9)(b). 


Pre-RSC History [s. 130.1]: S. 130.1 added by 1973-74, c: 49, s: 
18(1), applicable to any taxation year. of a mortgage investment cor- 
poration commencing after 1971. 


Definitions [s. 130.1]: “allowable capital loss” » 12! 38(b); 248(1): 
“amount” — 248(1); “bank’? — Interpretation: Act 35(1); “capital 
gain” — 39(1)(a), 248(1);- “capital gains dividend” — 130.1(4); 
cane loss” — 39(1)(b), 235); “capital property’ — 54, 248(1); 
“common share” — 248(1); “corporation” — 248(1), Interpretation 
Act. 35(1); “deferred profit sharing plan’ — raha, 248(1); “divi- 
dend” — 248(1); Shei real property gain” — 110.6(1); “liabili- 
ties” — 130.1(9); “mortgage investment corporation” — 130.1(6), 
248(1); “non-qualifying real property” — 130.1(9), 131(6); “non- 
qualifying taxed capital gains” — 130.1(9); “preferred share”, “pre- 
scribed”; “property” — 248(1); “province” — Interpretation Act 
35(1); “public corporation” — 89(1), 130.1(5), 248(1); “qualifying 
taxed capital gains” — 130.1(9); “received” — 248(7); “registered 
pension plan” —248(1); “resident in Canada”. 250; “share”, 
“shareholder”, “specified: shareholder’? —248(1); “taxable capital 
gain” — 38(a), 248(1); “taxation year” — 249; “taxed capital 
gains” — 130(3)(b), 130:1¢9); ‘ “taxpayer” — 248(1);“trust” — 
104(1), 248(1), (3). : 


Mutual Fund Corporations 


131. (1) Election re capital gains dividend — 
Where at any particular time a dividend became pay- 
able by a corporation, that was throughout the taxa- 
tion year in which the dividend became payable a 
mutual fund corporation, to shareholders of any class 
of its capital stock, if the corporation so elects in re- 
spect of the full amount of the dividend in prescribed 
manner and at or before the earlier of the particular 
time and the first day on which any part of the divi- 
dend was paid, 


(a) ‘the dividend shall ‘be deemed ‘to 'be a capital 
‘gains dividend payable out of the corporation’s 
capital gains dividend account to the extent that it 
does not exceed the corporation’s capital gains 
dividend account at the particular time; and 


(b) notwithstanding any other provision of this 
Act, any amount received by a taxpayer in a taxa- 
tion year as, on account of, in lieu of payment of 
ot in satisfaction of, the dividend shall not be in- 
cluded in computing the taxpayer’s. income for 
the year as income.from a share of the capital 
stock, of the corporation, but shall be deemed to 
bea capital gain of the taxpayer for the year from 
a disposition, in the year and after February 22, 
1994, by the taxpayer of capital property. 


1167 


S. 131(1) 


Related Provisions: 39.1(1)“exempt capital gains balance”C(c), 
39.1(6) — Reduction in gain to reflect capital gains exemption elec- 
tion; 84(7) — When deemed dividend deemed payable; 112(4)(d), 
112(4.1)(d), 112(4.2)(d) — Capital gains dividend excluded from 
stop-loss and share inventory valuation rules; 112(6) — No deduc- 
tion for capital gains dividend; 129(7) — No dividend refund for 


capital gains dividend; 130(2) —~ Application ‘to investment COrpo- - 


ration; 130(3) — Meaning of investment corporation and taxed cap- 
ital gains; 131(1.1) — Deemed date of election; 131(4) — Applica- 
tion of s. 84; 132.2 — Mutual fund reorganizations; 152(1) — 
Assessment; 142.2(1)*financial institution” (c)(ii1) — Mutual fund 
corporation not subject to mark-to-market rules; 184(2) — Tax on 
excessive elections; 184(3) — Election to treat excess as separate 
dividend; 212(2) — No withholding tax on capital gains dividend. 


History: Subsec. 131(1) amended by 1995, c. 3, subsec. 41(1), ap- 
plicable to dividends paid after February 22, 1994. Subsec. (1) for- 
merly read: } 


(1) Election re capital gains dividend — Where at any par- 
ticular time a dividend became payable, by a corporation that 
was throughout the taxation year in which the dividend be: 
came payable a mutual fund corporation, to shareholders of 
any class of shares of its capital stock, 


(a) if the corporation so elects in respect of the full 
amount of the dividend, in prescribed form and manner 
and at or before the earlier of the particular time and the 
first day on which any part of the dividend was paid, 


(i) the dividend shall be deemed to be a capital gains . 
dividend payable out of the corporation’s capital 
gains dividend account to the extent that it does not 
exceed the corporation’s capital gains dividend ac- 
count at the particular time, 


(ii) notwithstanding any other provision of this Act, 
any amount received by a taxpayer in a taxation year 
as, on account of, in lieu of payment of or in satisfac- 
tion of, the dividend shall not be included in comput- 
ing the taxpayer’s income for the year as income 
from a share of the capital stock of the corporation, 
but shall be deemed: to be a capital gain -of the tax- 
payer for the year from a disposition of Capital prop- 
erty and, for the purposes of section 110.6, that prop- 
erty shall be deemed to have been disposed of by the 
taxpayer in the year, and 


(iii) any election under paragraph (b) made by the 
corporation in respect of ‘the dividend shall be 
deemed not to have been made; and 


(b) if the corporation so elects in respect of the full 
amount of the dividend, in prescribed form and. manner 
and at or before the earlier of the particular time and the 
first day on which any part of the dividend was paid, 


(i) the dividend shall be deemed to be a capital gains 
dividend payable out of the corporation’s non-quali- 
fying real property capital gains dividend account to 
the extent that it does not exceed the corporation’s 
non-qualifying real property capital gains dividend 
account at the particular time, and 


(ii) notwithstanding any other provision of this Act, 
any amount received by a taxpayer in a taxation year 
as, on account of, in lieu of payment of or in satisfac- 
tion of, the dividend shall not be-included in comput- 
ing the taxpayer’s income for the year as income 
from a share of the capital stock of the corporation, 
but shall be deemed to be a capital gain of the tax- 
payer for the year from a disposition of capital prop- 
erty and, for the purposes of section 110.6, 


(A) that property shall be deemed to have been a 

-non-qualifying real property of the taxpayer, 
within the meaning of that section, disposed of 
by the taxpayer in the year, and 
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(B) the taxpayer’s eligible real property gain for 
the year from the disposition of that property 
shall be deemed to be nil. 


Subsec. 131(1) amended by 1994, c. 7, Sch. VIII (1993, c. 24), sub- 
sec. 76(1), applicable to. 1992 et seq. Subsec. (1) formerly read: 


131. (1) Election re capital gains dividend — Where at any 
particular time after 1971 a dividend has become payable by 
a corporation that was, throughout the taxation year in which 
the dividend became payable, a mutual fund corporation, to 
shareholders of any class of shares of its capital stock, if the 
corporation so elects in respect of the full amount of the divi- 
dend, in prescribed manner and prescribed form and at or 
before the particular time or the first day on which any part of 
the dividend was paid if that day is earlier than the particular 
time, 


(a) the dividend shall be deemed to be a capital gains div- 
idend to the extent that it does not exceed the corpora- 
tion’s capital gains dividend account at the particular 
time; and 


(b) notwithstanding any other provision of this Act, any 
amount received by a taxpayer in a taxation year as, on 
account or in lieu of payment of, or in satisfaction of the 
dividend shall not be included in computing the tax- 
payer’s income for the year as income from a share of the 
capital stock of the corporation, but shall be deemed to be 
a capital gain of the taxpayer for the year from a disposi- 
tion of capital property and, for the purposes of section 
110.6, that property shall be deemed to have been dis- 
posed of by the taxpayer in the year. 


Pre-RSC History: Para. 131(1)(b) substituted by 1988, c..55, 
subsec. 119(1), applicable with respect to 1988 et seq. Para 
131(1)(b) formerly read: 


(b) notwithstanding any other provision of this Act, any 
amount received by a taxpayer in a taxation year as, on ac- 
count or in lieu of payment of, or in satisfaction of the divi- 
dend shall not be included in computing his income for the 
year as income from a share of the capital stock of the corpo- 
ration, but shall be deemed to be a capital gain of the taxpayer 
for the year from the disposition by him in the year of capital 
property. 
Para. 131(1)(b) amended by 1986, c. 6, s. 76, to substitute “any 
other provision of this Act” for “anything in this Act other than sub- 
section 47.1(18)” and “disposition by him in the year of capital 
property” for “disposition of capital property”, applicable to 1985 et 
seq, except that in respect of the 1985 taxation year the words “not- 
withstanding any other provision of this Act” shall be read as “not- 
withstanding any other provisions of this Act other than subsection 
47.1(18)”. 


Para. 131(1)(b) substituted by 1984, c. 1, s. 77, applicable with re- 
spect to amounts received after September 30, 1983, to add “other 
than subsection 47.1(18)”. 


Regulations: 2104 (prescribed manner of making election). 


Interpretation Bulletins: IT-98R2: Investment corporations; IT- 
243R4: Dividend refund to private corporations; IT-328R3; Losses 
on shares on which dividends have been received. 


Forms: T5 Segment; T5 Summ: Return of investment income; T5 
Supp: Statement of investment income; T2055: Election in respect 
of a capital gains dividend under subsection 131(1). - 


(1.1) Deemed date of election — Where at any 
particular time a dividend has become payable by a 
mutual fund corporation to shareholders of any class 
of shares of its capital stock and subsection (1) 
would have applied to the dividend except that the 
election referred to in that, subsection was not made 
on or before the day on or before which the election 
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was required by that subsection to be made; the elec- 
tion shall be deemed to have been made at the partic- 
ular time or on the first day on which any part of the 
dividend was paid, whichever is the earlier, if 


(a) the election is thereafter made in prescribed 
manner and prescribed form; 


(b) an estimate of the penalty in respect of the 
election is paid by the corporation when the elec- 
tion is made; and 


(c) the directors or other person or persons legally 
entitled to administer the affairs of the corpora- 
tion have, before the time the election is made, 
authorized the election to be made. _ 
Related Provisions: 130(2) — Application to investment corpo- 
ration; 131(1.2) — Request to make election; 131(1.3) — Penalty; 
131(1.4) — Assessment and payment of penalty; 152(1) — 
Assessment. 


Regulations: 2104(f) (prescribed manner). 


(1.2) Request to make election — The Minister 
may at any time, by written request served person- 
ally or by registered mail, request that an election re- 
ferred to in paragraph (1.1)(a) be made by a mutual 
fund corporation and where the mutual fund corpora- 
tion on which such a request is served does not com- 
ply therewith within 90 days after service of the re- 
quest, subsection (1.1) does not apply to such an 
election made thereafter by it. 


Related Provisions: 248(7)(a) — Mail deemed received on day 
mailed. 


(1.3) Penalty — For the purposes of this section, 
the penalty in respect of an election referred to in 
paragraph (1.1)(b) is an amount equal to the lesser of 


(a) 1% per annum of the amount of the dividend 
referred to in the election for each month or part 
of a month during the period commencing with 
the time that the dividend became payable, or the 
first day on which any part of the dividend was 
paid if that day is earlier, and ending with the day 
on which the election was made, and 


(b) the product obtained when $500 is multiplied 
by the proportion that the number of months or 
parts of months during the period referred to in 
paragraph (a) bears to 12. 


(1.4) Assessment and payment of penalty — 
The Minister shall, with all due dispatch, examine 
each election referred to in paragraph (1.1)(a), assess 
the penalty payable and send a notice of assessment 
to the mutual fund corporation and the corporation 
shall pay forthwith to the Receiver General, the 
amount, if any, by which the penalty so assessed ex- 


ceeds the total of all amounts previously paid on ac- 


count of that penalty. 
Related Provisions: 152(1) — Assessment. 


Pre-RSC History: Subsecs. 131(1.1)-(1.4) added by 1980-81-82- 
83, c. 48, s. 76, applicable with respect to dividends that become 
payable after 1974. 


(2) Capital gains refund to mutual fund cor- 
poration — Where a corporation was, throughout a 
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taxation year, a mutual fund corporation and a return 
of its income for the year has been made within 3 
years from the end of the year, the Minister 


(a) may, on mailing the notice of assessment for 
the year, refund without, application therefor an 
amount (in this section referred to as its “capital 
gains refund” for the year) equal to the lesser of 


(i) 21%.of. the total of 


(A) all capital gains dividends paid by the 
corporation in the period commencing 60 
days after the commencement of the year 
and ending 60. days after the end of the 
year, and 


(B) its capital gains redemptions for the 
year, and 


(ii) the corporation’s refundable capital gains 
tax on hand at the end of the year; and 


(b) shall, with all due dispatch, make that capital 
gains refund after mailing the notice of assess- 
ment if an application for it has been made in 
writing by the corporation’ within the period 
within which the Minister would be allowed 
under subsection 152(4) to assess tax payable 
under this Part by the corporation for the year if 
that subsection were read without reference to 
paragraph 152(4)(a). 
Related Provisions: 130(2) — Application; 131(3) — Applica- 
tion to other liability; 131(3.1); (3.2) — Interest; 152(1) += Assess- 
ment; 157(3)(c) — Reduction, in; instalment obligations. to. reflect 
capital gains refund; 160.1 — Where excess refunded. 


History: Para. 131(2)(b) amended by 1998,'c. 19, subsec. 157(1), 
applicable after April 27, 1989. Para. 131(2)(b) formerly read: 


(b) shall, with all due dispatch, make such a refund after mail- 
ing the notice of assessment if application therefor has been 
made in writing by the corporation within the period deter- 
‘mined under paragraph 152(4)(b) or (c), as the casé may be,” 
within which the Minister may reassess tax payable by the 
corporation for the year. 


Pre-RSC History: Para. 131(2)(b) substituted by 1990, c. 39, s. 
31, applicable after April 27, 1989. Para. 131(2)(b) formerly read: 
(b).shall, with all-due dispatch, make such a refund after mail- 
ing the notice of assessment:if application therefor has been 
made in writing by the corporation within 
(i) the 6 year period referred to in paragraph 152(4)(b), 
where that paragraph applies; and 
(ii) the 3 year period referred to in parapet 152(4)(c), 
in any other case. 


That portion of subpara. 131(2)(a)(i) preceding cl. (A) amended by 
1988,.c. 55, subsec. 119(2); to substitute “21%” for “18%”, applica- 


_ ble:to taxation. years ending after June 1988, except that in its appli- 


cation to taxation years ending after June '1988 and before 1990, the 
reference in subpara. 131(2)(a)(i) to “21%” shall be read as a refer- 
ence to “187%”. 


Subsec. 131(2) ‘substituted by 1984, c. 45, s.'48, applicable after 
April 19, 1983, except that'in the application of subsec. 131(2) to 
capital gains refunds for the 1982 and preceding taxation years the 
references therein to “3” and “6” shall be read as references to “4” 
and “7”? respectively: Subsec. 131(2) formerly read: 


(2) Capital gains refund to mutual fund corporation — 
Where a’ corporation ‘was, throughout a taxation year, a mu- 
tual fund corporation, if a return of its income for the year has 
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been made within 4 years from the end of the year the 
Minister 
(a) may, upon mailing the notice of assessment for the 
year, refund without application therefor an amount (in 
this section referred to as its “capital gains refund” for 
the year) equal to the lesser of 


(i) 18% of the aggregate of 


(A) all capital gains dividends paid by the corpo- 
ration in the period commencing 60 days after 
the. commencement of the year and ending 60 
days after the end of the year, and 
(B) its capital gains redemption for the year, and 
(1i) the corporation’s refundable capital gains tax on 
hand at the end of the year; and 
(b) shall. make such a.refund. after mailing the notice of 
assessment if application therefor has been made in writ- 
ing by the corporation within 4 years from the end of the 
year. . 
All that portion of subpara. 131(2)(a)(i) preceding cl. (A) substi- 
tuted by 1979, c. 5, subsec. 43(1), applicable to. taxation years end- 
ing after November 16, 1978. That portion formerly read: 


(i) 20% of the aggregate of 


Cl. 131(2)(a)()(A). substituted by 1973-74, c. 30, subsec. 20(1), ap- 
plicable to the first taxation year commencing after July 27, 1973 
and to all subsequent taxation years, Cl. 131(2)(a)(i)(A) formerly 
read: 
(A) all capital gains dividends paid by the corporation in the 
year, and rz 


Interpretation Bulletins: IT-98R2: Investment corporations. 


(3) Application to other liability — Instead of 
making a refund that might otherwise be made under 
subsection (2), the Minister may, where the corpora- 
tion is liable or about to become liable to make any 
payment under this Act, apply the amount that would 
otherwise be refunded to that other liability and no- 
tify the corporation of that action. 


Related Provisions: 130(2) — Application to investment corpo- 
ration; 152(1) — Assessment. 


(3.1) Interest on capital gains refund — Where 
a capital gains refund for a taxation year is paid to, 
or applied to a liability of, a corporation, the Minis- 
ter shall pay or apply interest on the refund at the 
prescribed rate for the period beginning on the day 
that is the later of 


(a) the day that is 120 days after the end of the 
year, and 


(b) the day on which the corporation’s return of 
income under this Part for the year was filed 
under section 150, unless the return was filed on 
or before the day on or before which it was re- 
quired to be filed, 


and ending on the day the refund is paid or applied. 
Related Provisions: 130(2) — Application to investment corpo- 
ration; 131(3.2) — Excess interest on capital gains refund; 221.1 — 
Application of interest where legislation retroactive; 248(11) — In- 
terest compounded daily, 


History: Subsec. 131(3.1) added by 1994, ¢. 7, Sch. VIIE (1993, c. 
24), subsec. 76(2), applicable to capital gains refunds paid or ap- 
plied with respect to taxation years beginning after 1991. 


Regulations: 4301(b) (prescribed rate of interest) 
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(3.2) Excess interest on capital gains re- 
fund — Where at any particular time interest has’ 
been paid to, or applied to a liability of, a corpora-' 
tion under subsection (3.1) in respect of a capital 
gains refund and jit is determined at.a subsequent 
time that the capital gains refund was less than that 
in respect of which interest was so paid or applied, 


(a) the amount by which the interest that was so 
paid or applied exceeds the interest, if any, com- 

_ puted in respect of the amount that is determined 
at the subsequent time to be the capital gains re- 
fund shall be deemed to be an amount (in this 
subsection referred to as the “amount payable’) 
that became payable under this Part by the corpo- 
ration at the particular time; . 


(b) the corporation shall pay to the Receiver Gen- 
eral interest at the prescribed rate on the amount 
payable, computed from the particular time to the 
day of payment; and 


(c) the Minister may at any time assess the corpo- 
ration in. respect of the amount payable. and,. 
where the Minister makes such an assessment, 
the provisions of Divisions I and J apply, with 
such modifications as the circumstances require, 
in respect of the assessment as though it had been 
made under section 152. 
Related Provisions: 20(1)(1l) — Deduction 6n repayment of in- 
terest; 130(2) — Application to investment corporation; 221.1,— 
Application of interest where legislation retroactive; 248(11) — In- 
terest compounded daily, 


History: Subsec. 131(3.2) added by 1994, €..7; Sch. VIII (1993, c. 
24), subsec: 76(2), applicable to capital gains refunds’ paid or ap- 
plied with respect to taxation: years beginning after 1991. 


Regulations: 4301 (a) (prescribed rate of interest). 


(4) Application of section 84 — Section 84 does 
not apply to deem a dividend to have been paid by a 
corporation to any of its shareholders, or to deem 
any of the shareholders of a corporation to have re- 
ceived a dividend on any shares of the capital stock 
of the corporation, if at the time the dividend would, 
but for this subsection, be deemed by that section to 
have been so paid or received, as the case’ may be, 
the corporation 'was a mutual fund corporation: « 

Related Provisions: 131(11)(c) — Rules re prescribed labour- 


sponsored venture capital corporations: 132.2(1)(0)(i) => Mutual 
fund reorganization. ; 


(5) Dividend refund to mutual fund corpora- 
tion — A corporation that was a mutual fund corpo- 
ration throughout a taxation year 


(a) is deemed for the purposes of paragraph 
87(2)(aa) and section 129 to have been a private 
corporation throughout the year, except that its 
refundable dividend tax on hand at the end of the 
year (within the meaning assigned’ by subsection 
129(3)) shall be determined without reference to 
paragraph 129(3)(a); and 


(b) where it was not an investment corporation 
throughout the year, is deemed for the purposes 
of Part IV to have been a private corporation 
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throughout the year except that, in applying sub- 

section 186(1) to the corporation in respect of the 

year, that subsection shall be read without refer- 

ence to paragraph 186(1)(b). 

Related Provisions: 112 — Deduction of dividends received by 
resident corporation; 113 — Deduction of dividend from foreign af- 
filiate; 131(1) — Election re capital gains dividend; 131(2) — Capi- 
tal gains refund; 131(4) — Application of s. 84, 131(011)¢)— 
Rules re prescribed labour-sponsored venture capital corporations; 
152(1) — Assessment; 157(3) — Private, mutual fund, non-resi- 
dent-owned investment corporations. 


History: Subsec. 131(5) amended by 1998, c. 19, subsec. 157(2), 
applicable to 1993 et seg. Subsec. 131(5) formerly read: 


(5) Dividend refund to mutual fund corporation — A cor- 
poration that was, throughout a taxation year, a mutual fund 
corporation other than an investment corporation shall, for the 
purposes of paragraph. 87(2)(aa), section 129. and, Part IV;:be 
deemed to have been a private corporation throughout the 
year, except that 


(a) its refundable dividend tax on hand at the end of the 
year (within the meaning assigned by subsection 129(3)) 
shall be determined without reference to paragraph (a) of 
that subsection; and 


(b) in its application to the corporation in respect of the 
year, subsection 186(1) shall be read without reference to 
paragraph 186(1)(b). 


Para. 131(5)(a) amended by 1996, c. 21, subsec. 33(1), applicable to 
taxation years that end after June 1995. Para. (a) formerly read: 


(a) for the purposes of section 129, its refundable dividend 
tax on hand at the end of the year shall be deemed to be the 
amount, if any, by which the total of 


(i) the total of amounts each of which is an amount in 
respect of the year or any preceding taxation year 
throughout which it is deemed by’ this subsection to have 
been a private corporation, equal to’ the tax under Part TV 
payable by it for that year, and | 


(i.1) the amount, if any, of the corporation’s addition at 
December 31, 1986 of refundable dividend tax on hand 
(within the meaning, assigned Bs subsection 129(3.3)), 


exceeds the total of 


(ii) the total of amounts each of which is the corpora- 
tion’s dividend refund for any previous taxation year de- 
scribed in subparagraph (i), 


(iii) the amount, if any, of the corporation’s reduction at 
December 31, 1977 of refundable dividend tax on hand 
(within the meaning assigned by subsection 129(3.1)), 
and 


(iv) the amount, if any, of the corporation’s reduction at 
December 31, 1987 of refundable dividend tax on hand 
(within the meaning assigned by subsection 129(3.5)); 
and 


Pre-RSC History: Subpara. 131(5)(a)(iv) added by, 1988, c. 55, 
subsec. 119(3), applicable with respect to 1988 ef seq. 


All that portion of para. 131(5)(a) preceding subpara. (i1) substituted 
(with subpara. (i.1) being added) by 1986, c. 55, subsec. 53(1), ap- 
plicable to 1987 et seq. That portion formerly read: 


(a) for the purposes of section 129, its refundable dividend 
tax on hand at the end of the year shall be deemed to be the 
amount, if any, by which ; 


(i) the aggregate of amounts each of which is an amount 
in respect of the year or any previous taxation year 
throughout which it is deemed by this subsection to have 
been a private corporation, equal'to the tax under Part I'V 
payable by it for that year, 


exceeds the aggregate of 
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Para. 131(5)(a) substituted by’ 1977-78, c. 1,.s. 65, applicable to 
1978 et seq. Para. 131(5)(a) formerly read: 


(a) for the purposes of section 129 its refundable dividend tax 
on hand at the end of the year con be; deemed to be the 
amount, if any, by which 


(i) the aggregate of amounts each of which is an amount 
in respect of the year or any previous taxation year 
throughout which. it is deemed by this subsection to have 
been a private corporation, equal to the tax under Part IV 
payable by it for that year, 


exceeds 


(ii) the aggregate of amounts each of which is the corpo- 
ration’s dividend refund for any previous taxation year 
described. in subparagraph (i); and 


(6) Definitions — In this section, 


“capital gains dividend account” of a mutual fund 
corporation at any time means the amount, if any, by 
which 


(a) its capital gains, for all taxation years that be- 
gan more than 60 days before that time, from dis- 
positions of property after 1971 and before that 
time while it was a mutual fund corporation 


exceeds 


(b) the total of © 


(i) its capital losses, for all taxation years that 
began more than 60 days before that time, 
from. dispositions of property after 1971 and 

_ before that time while. it was a mutual fund 
corporation, 


(ii) all capital gains iiss that became 
payable by the corporation before that time 
and more than 60 days after the end of the last 
taxation year that ended more than 60 days 
before that time, and 


(iii) all amounts each of which is.an amount in 
respect of any taxation year that ended more 
than 60 days before that time throughout 
which it was a mutual fund corporation, equal 
to 1 of its capital gains refund for that year; 
Related Provisions: 88(2)(a)(i.1) — Winding-up; 87(2)(bb) — 
Amalgamation — addition to amounts determined under 
131(6)“capital gains dividend account’(a) and (b). 
History: The definition “capital gains dividend account” in subsec. 
131(6) amended by 1995, c. 3, subsec. 41(3), applicable after Febru- 
ary 22, 1994. The definition formerly read: 
“capital gains dividend account” of a mutual fund.corporation 
at any time means the amount, if any, by which the total of 
(a) its capital gains, for all taxation years beginning more 
than 60 days before that time, from dispositions of prop- 
erty (other than its non-qualifying real property) after 
1971 and before that time while it was a mutual fund cor- 
poration, and 


(b) all amounts each of which is an amount determined 
by the formula 


where 


A. is its capital gain, for a taxation year beginning more 
than 60 days before that time, from the disposition of 
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a non-qualifying real property of the corporation 
before that time while it was a mutual> fund 
corporation, 


B_ is the number of calendar months in the period that 
begins with the later of the calendar month in which 
the property was last acquired by it and J anuary 1972 
and ends with February 1992, and 


C ‘is the number of calendar months in the period that 
begins with the later of the calendar month in which 
the property was last acquired by it and J anuary 1972 
and ends with the calendar month in which the prop- 
erty was disposed of by it 


exceeds the total of 


(c) its capital losses, for all taxation years beginning 
more than 60 days before that time, from dispositions of 
property (other than its non-qualifying real property) af- 
ter 1971 and before that time while it was a mutual fund 
corporation, 


(d) all amounts each of which is an amount determined ' 
by the formula 


where 


D is its capital loss, for a taxation year beginning more 

than 60 days before that time, from the disposition of 

a non-qualifying real property of the corporation 

before that time while it was a mutual fund 
‘corporation, 


Eis the number of calendar months in the period that 
begins with the later of the calendar month in which 
the property was last acquired by it and J anuary 1972 
and ends with February 1992, and 


Fis the number of calendar months. in the period that 
begins with the later of the calendar month in which 
the property was last acquired by it and J anuary 1972 
and ends with the calendar month in which the prop- 
erty was disposed of by it, 


(e) all capital gains dividends that became payable by the 
corporation before that time and more than 60 days after 

_ the end of the last taxation year ending more than 60 days 
before that time, other than any such dividends that be- 
came payable out of the corporation’s non-qualifying real 
property capital gains dividend account, 


(f) all amounts each of which is an amount in respect of 
any taxation year ending more than 60 days before that 
time throughout which it was a mutual fund corporation, 
equal to 100/21 of its capital gains refund for that year, 
and 


(g) the amount, if any, by which the total of the amounts 
determined under paragraphs (b) and (c) of the definition 
“non-qualifying real property capital gains dividend ac- 
count” in respect of the corporation at that time exceeds 
the amount determined under paragraph (a) of that defini- 
tion in respect of the corporation at that time; 


“Capital gains dividend account” in subsec. 131(6) amended by 
1994, c. 7, Sch. VIII (1993, c. 24), subsec. 76(3), applicable to 1992 
et seq. That definition formerly read: 


“capital gains dividend account” of a mutual fund corporation 

at any time means the amount determined by the formula 
A-(B+C+#+D) 

where 


A is the total amount of the corporation’s capital gains, for 
all taxation years commencing more than 60 days before 


Income Tax Act, Part I 


that time, from dispositions of property after’ 1971. and 
before. that time while it was a-mutual fund corporation, 


Bis the total amount of the corporation’s capital losses, for 
all taxation years commencing more than 60 days before 
that time, from dispositions’ of property. after.1971.and 
before that time while it was a mutual fund corporation, 


Cis the total amount of all capital gains dividends that be- 
came payable by the corporation before that time and 
more than 60 days after the end of the last taxation year 

~ ending more than 60 days before that time, and 


Dis the total of all amounts.each of which is an ‘amount in 
respect of any taxation year ending more than 60 days 
before that time throughout which. the corporation was a 
mutual fund corporation, equal to 100/21 of its capital 
gains refund for that year; 


Pre-RSC History: The definition “capital gains dividend. ac- 
count” was para. 131(6)(b). Seé Table of Concordance. 


Cl. 131(6)(b)(Gi)(C) amended by 1988, c.55, subsec. 1 19(5), to sub- 
stitute “any taxation year’ for “any taxation year of the corporation” 
and “100/21 of” for “50/9” times”,.applicable with respect to the 
determination of amounts under cl. 131(6)(b)Gi)(C), in respect of 
taxation years ending after June 1988, except that in its application 
with respect to the determination of amounts under that clause in 
respect of taxation years ending before 1990, the reference to 
“100/21” shall be read as a reference to “75/14”. 


Cl. 131(6)(b)(ii)(C) substituted by 1979, c. 5, subsec. 43(3), applica- 
ble to taxation years ending after November 16, 1978 except that in 
its application to taxation years ending before November 17, 1978 
the reference in cl. 131(6)(b)(ii)(C) to “50/9” shall be read as a ref- 
erence to “5”. Cl. (b)(ii)(C) formerly read: 


(C) all amounts each of which is an amount in respect of any 
taxation year of the corporation ending more than 60 days 
before that time throughout which it was.a mutual fund cor- 
poration, equal to 5 times its. capital gains refund for that 
year; 


Para. 131(6)(b) substituted by 1973-74, c. 30, subsec. 20(2), appli- 
cable to the first taxation year commencing after July 27, 1973 and 
to all subsequent taxation years. Para. 131(6)(b) formerly read: 


(b) “capital gains dividend account” of a mutual fund corpo- 
ration at any time means the amount, if any, by which 


(1) its capital gains from dispositions of property after 
1971 and before that time while it was a mutual fund 
corporation, 


exceeds 
(ii) the aggregate of 


(A) its capital losses from dispositions of property 
after 1971 and before that time while it was a mutual 
fund corporation, 


(B) all capital gains dividends that became payable 
by the corporation before that time and after the end 
of the last taxation year ending before that time, and 


(C) all amounts each of which is an amount in re- 
spect of any taxation year of the corporation ending 
before that time throughout which it: was a mutual 
fund corporation, equal to 5 times its capital gains 
refund for that year; 


“capital gains redemptions”. of a mutual fund cor- 
poration for a taxation year means the amount deter- 
mined by the formula 
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x(C + D) 


w| > 


where 


A is the total of all amounts paid by the corporation 
in the year on the redemption of shares of its cap- 
ital stock, 


B is the total of the fair market value at the end of 
the year of all the issued shares of its capital 
stock and the amount determined for A in respect 
of the corporation for the year, 


C is 100/21 of the corporation’s refundable capital 
-gains tax on hand at the end of the year, and 


D is the amount determined by the formula 


(K + L) — (M +N) 
where 


K is the amount of the fair market value at the 
end of the year of all the issued shares of the 
corporation’s capital stock, 


L is the total of all amounts each of which is the 
amount of any debt owing by the corporation, 
or of any other obligation of the corporation to 
pay an amount, that was outstanding at that 
time, 


M is the total of the cost amounts to the corpora- 
tion at that time of all its properties, and 


N is the amount of any money of the corporation 
on hand at that time; 


Related Provisions: 130(2) — Application to investment corpo- 
ration; 132.2(1)(p) — Mutual fund reorganizations; 257 — Formula 
amount cannot calculate to less than zero. 


Pre-RSC History: The definition “capital gains redemptions” was 
para. 131(6)(a). Descriptive subparagraphs have been replaced by 
the formula. The pre-R.S.C. version read: 


(a) “capital gains redemptions” of a mutual fund corporation 
for a taxation year means that proportion of 


(i) the aggregate of 


(A) 100/21 of its refundable capital gains tax on 
hand at the end of the year, and 


(B) the amount, if any, by which the aggregate of the 
fair market value at the end of the year of all of the 
issued shares of its capital stock and all amounts 
éach of which is the amount of any debt owing by the 
corporation, or of any other obligation of the corpo- 
ration to pay an amount, that was outstanding at that 
time exceeds the aggregate of the cost amounts to it 
at that time of all of its properties and the amount of 
any money of the corporationon hand at that time, 


that 


(ii) the aggregate of amounts paid by it in the year on the 
redemption of shares of its capital stock 


is. of 
(iii) the aggregate of the fair market value-at the end of 
the year of all of the issued shares of its capital stock and 


the amount determined under subparagraph (ii) in re- 
spect of the corporation for the year; 


Cl. 131(6)(a)(i)(A) amended by 1988, c. 55, subsec. 119(4), to sub- 
stitute “100/21 of” for “50/9 times”, applicable to taxation years 
ending after June 1988, except that in its application to taxation 
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years ending before 1990, the reference to “100/21” shall be read as 
a reference to “75/14”. 


Cl. 131(6)(a)G)(A) amended by 1979, c. 5, subsec. 43(2), applicable 
to taxation years ending after November 16, 1978. Cl. (a)(i)(A) for- 
merly read: 


(A) 5 times its refundable capital gains tax on hand at the end 
of the year, and 


“dividend refund [para. 131(6)(c)|’’ — [Repealed 
under former Act] 


Pre-RSC History: Former para. 131(6)(c) repealed by 1985, c. 45, 
s. 76, applicable to 1985 et seq. That para. formerly read: 


(c) “dividend refund” of a corporation for a'taxation year has 
the meaning assigned by subsection 129(1); 


‘non-qualifying real property” — [Repealed] 
Related Provisions: 125(7) — “specified investment business”. 


History: The definition “non-qualifying real property” in subsec. 
131(6);repealed by 1995, c. 3, subsec. 41(2); applicable after Febru- 
ary 22, 1994. The definition formerly, read: 


“non-qualifying real property” of a corporation or trust (other 
_than a personal trust) means property disposed of by the cor- 
poration or trust after February 1992 that at the time of its 
disposition is 
_(a) real property, 


(b) a share of the capital stock of a corporation, the fair 
market value of which is derived principally from real 
property, other than real property that was used 


(i) throughout that part of the 24-month period im- 
mediately preceding that time while it was owned by 
the corporation or a corporation related to the corpo- 
ration, or 


(ii) throughout all or substantially all of the time in 
the period preceding that time during which it was 
owned by the corporation or a corporation related to 
the corporation, 


principally in an active business carried on by the corpo- 
ration or a corporation related to it, but not including a 
share of the capital stock of a corporation the fair market 
value of which is derived principally from real property 
owned by another corporation the shares of which would, 
if owned by the corporation or the trust, not be non-quali- 
fying real property of the corporation or the trust, 


(c) an interest in a partnership or trust, the fair market 
value of which is derived principally from real property, 
other than real property that was used 


(i) throughout that part of the 24-month period im- 
mediately preceding that time while it was property 
of the partnership or trust, or 


(ii) throughout all or substantially all of the time in 
the period preceding that time during which it was 
property of the partnership or trust, 


principally in an active business. carried on by, one or 
more persons as members of the partnership or by the 
trust, or 


(d) an interest or an option in respect of property. de- 
scribed in any of paragraphs (a), to (c), 


and, for the purposes of this definition, an “active business” 
carried on by a person at any time means a business carried 
on by the person at that time other than a business (other than 
<a business carried on by a credit union or a business of leas- 
ing property that is not real property) the principal purpose of 
which is to derive income from property (including interest, 
dividends, rents or royalties), unless the person or, where the 
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person carries on the business as a member of a partnership, 
the partnership 


(e) employs in the business at that time more than 5 indi- 
viduals on a full-time basis, or 


(f) in the course of carrying on the business has manage- 
rial, administrative, financial, maintenance or other simi- 
lar services provided to it at that time and the person or 
partnership could reasonably be expected to require more. . 
than 5 full-time employees if those services had not been 
so provided; 


The closing words of para. (b) of the definition “non-qualifying real 
property” in subsec. 131(6) substituted by 1994, c. 21, §. 63, appli- 
cable to 1992 et seg. The closing words formerly read: 


principally in an active business carried on by the corporation 
or a corporation related to it, 


“Non-qualifying real property” added by 1994, c. 7, Sch. . VIII 
(1993, c. 24), subsec. 76(3.1), applicable to 1992 et seg. 


“non-qualifying real property capital gains divi- 
dend account” — [Repealed] 


History: The definition “non-qualifying real property capital gains 
dividend account” in subsec. 131(6) repealed by 1995, c. 3, subsec. 
41(2), applicable after February 22, 1994. The definition formerly 
read: 


“non-qualifying real property capital gains dividend account” 
of a mutual fund corporation at any time means the amount, if 
any, by which 


(a) the total of all amounts each of which is the amount 
by which its capital gain, for a taxation year beginning 
more than 60 days before that time, from the disposition 
of a non-qualifying real property of the corporation 
before that time while it was a mutual fund corporation 
exceeds the amount determined under paragraph (b) of 
the definition “capital gains dividend account” in respect 
of that disposition 


exceeds the total of 


(b) all amounts each of which is the amount by which its 
capital loss, for a taxation year beginning more than 60 
days before that time, from the disposition of a non-qual- 
ifying real property of the corporation before that time 
while it was a mutual fund corporation exceeds the 
amount determined under paragraph (d) of the definition 
“capital gains dividend account” in respect of that 
disposition, 


(c) all capital gains dividends that became payable by the 
corporation before that time and more than 60 days after 
the end of the last taxation year ending more than 60 days 
before that time, other than any such dividends that be- 
came payable out of the corporation’s capital gains divi- 
dend account, and . 


(d) the amount, if any, by which the total of all amounts 
determined under paragraphs (c) to (f) of the definition 
“capital gains dividend account” in respect of the corpo- 
ration at that time exceeds the total of all amounts deter- 
mined under paragraphs (a) and (b) of that definition in 
respect of the corporation at that time: 


“Non-qualifying real property capital gains dividend account” ad- 
ded to subsec. 131(6) by 1994, ¢. 7, Sch. VIII (1993, c. 24), subsec. 
76(3.1), applicable to 1992 et seq. 


“refundable capital gains tax on hand” of.a mu- 
tual fund corporation at the end of a taxation year 
means the amount determined by the formula 


A~B 


' cannot calculate to less than zero. 


Income Tax Act, Part I 


where 


A is the total of all amounts each of which is an 
amount in respect of that or any previous taxation, 
year throughout which the corporation was a mu- 
tual fund corporation, equal to the least of — | 

(a) 28% of its taxable income for the year, 


(b) 28% of its taxed capital gains for the year, 
and , 


(c) the tax payable by it under this Part for the 
year determined without reference to section 
123.2, and 


-B is the total of all amounts each of which is an 


amount in respect of any previous taxation year 
throughout which the corporation was a mutual 
fund corporation, equal to its capital gains refund 
for the year. . 


Related Provisions: 87(2)(bb) — Amalgamation — addition to 
amounts determined under 131(6)“refundable capital gains tax on 
hand”A and B; 130(2) — Application to investment corporation; 
131(7) — Taxed capital gains defined: 132.2(1)) — RCGTOH mi- 
nus capital gains refund added to RCGTOH of transferee on quali- 
fying exchange of property between mutual funds; 257 — Formula 


Pre-RSC History: The definition “refundable capital gains tax on 
hand” was para. 131(6)(d). Descriptive subparagraphs have been’ 
replaced by the formula. The pre-R.S.C. version read: 


(d) “refundable capital gains tax on hand” of a mutual fund 
corporation at the end of a taxation year means the amount, 
if any, by which 


(i) the aggregate of amounts each of which is an amount 
in respect of that or any previous taxation year through- 
out which it was a mutual fund corporation, equal to the 
least of . 


(A) 28% of its taxable income for the year, 
(B) 28% of its taxed capital gains for the year, and 


(C) the tax payable by it under this Part for the year 
determined without reference to section 123.2, 


exceeds 


(ii) the aggregate of amounts each of which is an amount 
in respect of any previous taxation year throughout 
which it was a.mutual fund corporation, equal to its capi- 
tal gains refund for the year. 


Cls. 131(6)(d)(@)(A) and (B) amended by 1988, c. 55, subsec. 
119(6), to substitute in each “28%” for “36%”, applicable with re- 
spect to the determination of amounts under those clauses in respect 
of taxation years ending after June 1988, except that in its applica- 
tion to a taxation year of a corporation commencing before July 
1988 and ending after June 1988 


(a) there shall be added to the amount determined under cl. 
13.1(6)(d)(i)(A):in respect of the corporation for the year that 
proportion of 8% of its taxable income for the year that. the 
number of days in the year that are before July 1988 is of the 
number of days in the year; and 


(b) there shall be added to the amount determined under cl. 
131(6)(d)(i)(B) in respect of the corporation for the year that 
proportion of 8% of its taxed capital gains for the year that the 
number of days in the year that are before July: 1988:is of the 
number of days in the year. 


Cl. 131(6)(d)(i)(C) substituted by 1986, c. 55} subsec. 53(2), appli- 
cable to 1987 et seq. That clause formerly read: Cate 


(C) where the taxation year ended after May 6, 1974; the tax’ 
payable under this Part by it for the year; ; 
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Cls. 131(6)(d)()(A), (B) amended by 1979; c. 5, subsec. 43(4), ap- 
plicable to taxation years ending after November 16, 1978 except 
that in its application to taxation years ending before November 17, 
1978 the references to “36%” shall be read as references to “40%”. 
Cls. (d)(i)(A), (B) formerly read: 


(A) 40% of its taxable income for the year, 
(B) 40% of its taxed capital gains for the year, and 


Subpara. 131(6)(d)(i) substituted by 1974-75-76, c. 26, s. 88, appli- 
cable to taxation years ending after May 6, 1974. Subpara. 
131(6)(d)(i) formerly read: 


(i) the aggregate of amounts each of which is an amount in 

respect of that or any previous taxation year throughout 
which it was a mutual fund corporation, equal to 40% of the 
lesser of its taxable income for the year and its taxed capital 
gains for the year, 


(7) Definition of “taxed capital gains” — In 
subsection (6), “taxed capital gains” of a taxpayer 
for a taxation year has the meaning assigned by sub- 
section 130(3). 


(8) Meaning of “mutual fund corporation” 
Subject to subsection (8.1), a corporation is, for the 
purposes of this section, a mutual fund corporation at 
any time in a taxation year if, at that time, it was a 
prescribed labour-sponsored venture capital corpora- 
tion or 


(a) it was a Canadian corporation that was a pub- 
lic corporation; 


(b) its only undertaking was 


(i) the investing of its funds in property (other 

than real property or an interest in real 

property), 

(ii) the acquiring, holding, maintaining, im- 
proving, leasing or managing of any real prop- 

erty (or interest in real property) that is capital 

property of the corporation, or 


(iii) any combination of the activities de- 
scribed in subparagraphs (i) and (ii), and 


(c) the issued shares of the capital stock of the 
corporation included shares 


(i) having conditions attached thereto that in- 
cluded conditions requiring the corporation to 
accept, at the demand of the holder thereof 
and at prices determined and payable in accor- 
dance with the conditions, the surrender of the 
shares, or fractions or parts thereof, that are 
fully paid, or 


(ii) qualified in accordance with prescribed 
conditions relating to the redemption of the 
shares, 


and the fair market value of such of the issued 
shares of its capital stock as had conditions at- 
tached thereto that included such conditions or as 
were so qualified, as the case may be, was not 
less than 95% of the fair market value of all of 
the issued shares of the capital stock of the corpo- 
ration (such fair market values being determined 
without regard to any voting rights attaching to 
shares of the capital stock of the corporation). 


S. 131(8.1)(b) 


Related Provisions: 131(8.1) — Corporation deemed not to be 
mutual fund corporation; 132.2(1)(p) — Corporation deemed not to 
be mutual fund corporation after rollover of property to mutual fund 
trust; 142.2(1)‘‘financial institution’(c)(iii) — Mutual fund corpora- 
tion not subject to mark-to-market rules; 248(1)“mutual fund corpo- 
ration” — Definition applies to entire Act. 


History: Subparas. 131(8)(b)(@). and (ii). amended. by 1998, c. 19, 
subsec. 157(3), applicable to 1994 et Seq. Subparas. 131(8)(b)(i) and 
(ii) formerly read: 
(i) the investing of its funds in propeny (other. than real 
property), 
(ii) the acquiring, holding, maintaining, improving, leasing or 
managing of any real property that is capital Aue of the 
corporation, or 


Para. 131(8)(b) amended by 1995, .c. 21, 's. 67, applicable to 1994 er 
seq. Para. (b) formerly read: 


(b) its only undertaking was the investing of funds of the cor- 
poration; and 


That portion of subsec. 131(8) preceding para. (a) sibauiuted by 
1994, c. 7, Sch. If (1991, c. 49), subsec. TLO), applicable to 1990 
et seq. That portion formerly read: 


(8) Meaning of expression “mutual fund corporation” — 
For the purposes of this Act, a corporation is a mutual fund 
corporation at any time in a taxation year if at that time 


Regulations: 6701 (prescribed labour-sponsored’ venture capital 
corporation). 

1.T. Technical News: No. 6 (mutual funds trading — meaning of 
“investing its funds in property” in 131(8)(b)()). 


Advance Tax Ruling: ATR-62: Mutual fund distribution limited 
partnership — amortization of selling commissions. 


(8.1) Idem — Where, at any time, it can reasonably 
be considered that a corporation, having regard to all 
the circumstances, including the terms and condi- 
tions of the shares of its capital stock, was estab- 
lished. or is maintained. primarily for the benefit of 
non-resident persons, the corporation shall be 
deemed not to be a mutual fund corporation after 
that time unless . 


(a) throughout the period beginning on the later 
of February 21, 1990 and the day of its incorpora- 
tion and ending at that time, all or substantially 
all of its property consisted of property other than 


(i) real property situated in Canada (including 
any interest therein or option in respect 
thereof, whether or not the property is'in exis- 
tence), and 


(ii) property that would, if 
(A) the corporation were non-resident, 
(B) paragraph 115(1)(b) were read without 
reference to subparagraphs 115(1)(b)() 
and. (ii), and 
(C) the property were disposed of, 
be taxable Canadian property of the corpora- 
tion; or 
(b) it has not issued a share (other than a share 
issued as a stock dividend) of its capital stock af- 
ter February 20, 1990 and before that time to a 
person who, after reasonable inquiry, it had rea- 


son to believe was non-resident, except where the 
share was issued to that person under an agree- 
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ment in writing entered into before February 21, 
1990. 
Related Provisions: 248(4) — Interest in real property. 


History: Subsec. 131(8.1) added by 1994; ¢. 7; Sch. II (1991, .c. 
49), subsec. 110(2), applicable after February: 20, 1990. | 


(9) Reduction of refundable capital gains tax 
on hand — Notwithstanding any other provision of 
this section, the amount determined for A in the defi- 
nition “refundable capital gains tax on hand” in sub- 
section (6) in respect of the 1972 or 1973 taxation 
year of a corporation is, 


(a) in respect of its 1972 taxation year, 91.25% of 
the amount so determined; and | 


(b) in respect of its 1973 taxation year, the total 
Of a 


(i) 91.25% of that proportion of the amount so 
determined that the number of days in that 
portion of the year that is before 1973 is of the 
number of days in the whole year, and | 
(ii) 100%. of that proportion of the amount so 
determined that the number of: days in that 
portion of the year that is after 1972-is of the 
number of days in the whole year. 

Related Provisions: 131(1) — Election re capital gains dividend; 

131(6) — Definitions. 

Pre-RSC History: Subsec. 131(9) added by 1972, ¢29, 804: 


(10) Restricted financial institution — Notwith- 
standing any other provision of this Act, a mutual 


fund corporation or an investment corporation that at 


any time would, but for this subsection, be a re- 
stricted financial institution shall, if it has so elected 
in prescribed manner and prescribed form before that 
time, be deemed not to be a restricted financial instiz 
tution at that time. 
Related Provisions: 112(2.1) — Where no deduction of dividend 
permitted. 


Pre-RSC History: Subsec? 131(10) added by 1988,.c. 55, subsec. 
119(7), applicable after December. 15, 1987 except that the pre- 
scribed form referred to therein may be. filed at. any time ‘before 
March 14, 1989. 


Forms: T2143: Election not to be a restricted financial institution. 


(11) Rules respecting prescribed labour- 
sponsored venture capital corporations — 
Notwithstanding any other provision of this Act, in 
applying this Act to a corporation that was at any 
time a prescribed labour-sponsored ‘venture capital 
corporation, 
(a) for the purposes of subparagraphs 129(3)(a)(i) 
and (ii), the amount deducted under paragraph 
111(1)(b) from the corporation’s income for each 
taxation year ending after that time shall be 
deemed to be nil; 


(b) the definition “aggregate investment income” 
in subsection 129(4) shall be read without refer- 
ence to paragraph (a) of that definition in its ap- 
plication to taxation years that end after that time: 
(c) notwithstanding subsection (4), if it so’elects 
in its return of income under this Part for a taxa- 
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tion year ending after that time, subsection 84(1) 
applies for that year and all subsequent taxation 
years; 


(d) subsection (5) does not apply for taxation 
years ending after that time; and 


(e) the amount of the corporation’s capital divi- 
dend account.at-any time after that time shall be 
deemed to be nil. 


Related Provisions: 186.1 — Exempt corporations. 


History: Para. 131(11)(b) amended by 1996, c. 21, subsec. 33(2), 
applicable to taxation years that end after June 1995. Para. (b) for- 
merly read: 7 , 


(b) the value of A in the definition “Canadian investment in- 
come” in subsection 129(4) shall be deemed to be zero for 
taxation years ending after that time: 


Subsec. .131(11) added by 1994, ¢. 7, Sch. II (1991, c. 49); subsec: 
110(3), applicable to 1990 et seq. ; : 


Definitions [s. 131]: “active business” — 248(1); “amount”, “as~ 
sessment”, “business” — 248(1); “Canada” — 255: “Canadian cor- 
poration” — 89(1), 248(1); “capital dividend account” — 89(1) 
[technically not applicable to s. 131]; “capital gain” — 39(1)(a), 
248(1); “capital gains dividend account”; “capital gains: redemp- 
tions” — 131(6); “capital gains refund” — 131(2); “capital loss” — 
39(1)(b), .248(1);. “capital property” — 54, 248(1); “class of 
shares” — 248(6);: “corporation” — 248(1), Interpretation Act 
35(1); “cost amount” — 248(1); “credit union” — 137(6), 248(1);- 
“dividend” — 248(1); “interest” — in real property 248(4); “invest- 
ment corporation” — 130(3), 248(1); “Minister” — 248(1); “mutual 
fund corporation” — 131(8), (8.1), 132.2(1)(0)(i), 132.2(1)(p), 
248(1); “non-qualifying real property”, “non-qualifying real prop- 
erty capital. gains dividend account” — 131(6); “person”, “pre- 
scribed” — 248(1); “private corporation” — 89(1), 248(1); “prop- 
erty” — 248(1); “public corporation” — 89(1), 248(1); 
“received” — 248(7); “refundable capital gains tax on hand” — 
131(6); “resident in Canada” — 250; “restricted financial institu- 


tion”, “share”, “shareholder”, “stock dividend” — 248(1); “tax pay- 


_ able” — 248(2); “taxable Canadian property” — 115(1)(b), 248(1); 


“taxable capital gain” — 38(a), 248(1); “taxable income” — 2(2), 
248(1); “taxation year’ — 249: “taxed capital gains” — 130(3)(b), 
13.1(7);, “taxpayer” — 248(1); “trust” —:104(1), 248(1), (3); “writ- 
ing” — Interpretation Act 35(1). 

Regulations [s. 131]: 6701 (prescribed labour-sponsored venture 
capital corporation). . 


Mutual Fund Trusts 


132. (1) Capital gains refund to mutual fund 
trust — Where a trust was, throughout a’ taxation 
year, a mutual fund trust and a return of its income 
for the year has been made within 3 years ftom the 
end of the year, the Minister 


(a) may, on mailing the notice of assessment for 
the year, refund without application théetefor an 
amount (in this section referred to as its “capital 
gains refund” for the year) equal to the lesser of 


(i) 21.75% of the trust’s capital gains redemp- 
tions for the year, and ior ine vear i 
_ Gi) the trust’s refundable capital gains tax. on 
-ys> hand at the end of the year; and. 
(b) shall, with all due dispatch, make that capital 
gains refund after mailing the notice ‘of assess- 
ment if an application for it: hasbeen made in 
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writing by the trust within the period within 
which the Minister would be allowed under sub- 
section 152(4) to assess tax payable under this 
Part by the trust for the year if. that.subsection 
were read. without reference to, paragraph 
152(4)(a). 


Related Provisions: 104(21) — Allocation of capital gains and 
losses to beneficiaries; 127.55(f)(i1) — No minimum tax on mutual 
fund trust; 132(2) — Application to other liability; 132(2.1), 
(2.2). — Interest; 132.1 — Deduction for certain amounts designated 
by mutual fund trust; 132.2 — Mutual. fund reorganizations; 
142.2(1)‘financial institution”(d) — Mutual fund trust not subject to 
mark-to-market rules; 152(1)— Assessment: 160.1 — Where ex- 
cess refunded. 


History: Para. 132(1)(b) amended by 1998, c. 19, subsec. 158(1), 
applicable after April 27, 1989. Para. 132(1)(b) formerly read: 


(b) shall, with all due dispatch, make such a refund after mail- 
ing the notice of assessment if application therefor has been 
made in writing by the trust within the period determined 
under paragraph 152(4)(b) or (c), as the case may be, within 
which the Minister may reassess tax payable by the trust for 
the year. 


Pre-RSC History: Para. 132(1)(b) substituted by 1990, c. 39, s. 
32, applicable after April 27, 1989. Para. 132(1)(b) formerly read: 


(b) shall, with all due dispatch, make such a refund after mail- 
ing the notice of assessment if application therefor has been 
made in writing by the trust within 


(i) the 6 ‘year period-referred to in paragraph ES2AYD), 
where that paragraph applies, and | 


(ii) the 3 year period referred to in paragraph 152(4)(c), 
in any other case. 


Subpara. 132(1)(a)(i) amended by 1988, c. 55, subsec. 120(1), to 
substitute “21.75%” for “17%”, applicable to 1988 et seq. except 
that in its application to taxation years ending after 1987 and before 
1990 the reference to “21.75%” shall be read as a reference to 
“191%”. 

Subsec. 132(1) substituted by 1984, c. 45, s. 49, applicable ‘after 
April 19, 1983, except that in the application-of subsec. 132(1) to 
capital gains refunds for the 1982 and preceding taxation. years the 
references therein to “3” and “6” shall be read as references to “‘4” 
and “7”; respectively. Subsec.-132(1)-formerly read: 


132. (1) Capital gains refund to mutual fund trust — 
Where a trust was, throughout a taxation year, a mutual fund 
trust, if a return of its income for the year has been made 
within 4 years from the end of the year the Minister 


(a). may, upon. mailing, the notice..of assessment, for the 
year, refund without application therefor an amount (in 
this section referred to as its * ‘capital gains refund” for 
the year) equal to the lesser of 


(i) 17% of the trust’s capital gains redemptions for 
the year, and 
(ii) the trust’s refundable capital gains tax on hand at 
the end of the year; and 

(b) shall make such a refund after mailing the notice of 


assessment if application therefor has been made in writ- 
ing by the trust within 4 years from the end of the year. 


Subpara. 132(1)(a)(i) substituted by 1980-81-82-83, c. 140, subsec. 


91(1), applicable to 1982 ef seq., to substitute “17%” for “17.5%”. 


Subpara. 132(1)(a)(i) substituted by 1976-77, c. 10, subsec. 52(9), 
applicable to 1977 et seq., to substitute “17.5%” for “20%”. 


Forms: T184: Calculation. of capital gains refund for a mutual fund 
trust, 


(2) Application to other liability — Instead of 
making a refund that might otherwise be made under 


S. 132(2.2) 


subsection (1) the Minister may, where the trust is 
liable or about. to, become liable to,make, any pay- 
ment under this Act, apply the amount that would 
otherwise be refunded to that other liability and no- 
tify. the trust of that.action. 


Related Provisions: 132(4) — Definitions; 132(6) — Meaning 
of mutual fund corporation; 152(1) — Assessment. 


(2.1) Interest on capital gains refund — Where 
a capital gains refund for a taxation year is paid to, 
or applied to a liability of, a mutual fund trust, the 
Minister shall pay or apply interest on the refund at 
the prescribed rate for the period beginning on the 
day that is 45 days after the later of 


(a) the day that is 90 days after the end of the 
year, and 


(b) the day on which the trust’s return of income 
under this Part for the year was filed under sec- 
tion. 150 


and ending on the day on which the refund is paid'o or 
applied. 
Related Provisions: 132(2.2) — Excess interest on capital gains 


refund; 221.1 — Application of interest where legislation retroac- 
tive; 248(11) — Interest compounded daily. 


History: Subsec. 132(2.1) added by 1994, :c. 7, Sch. VII (1993, ¢. 
24), s. 77, applicable to capital gains refunds paid or applied with 
respect to taxation years beginning after 1991. 


Regulations: 4301(b) (prescribed rate of interest). 


(2.2) Excess interest on capital gains re- 
fund — Where at any particular time interest has 
been paid to, or applied to a liability of, a trust under 
subsection (2.1) in respect of a capital gains refund 
and it is determined at a subsequent time that the 
capital gains refund was less than that in respect of 
which interest was so paid or applied, 


(a) the amount by which the interest that was so 
paid or applied exceeds the interest, if any, com- 
puted in respect of the amount that is determined 
at the subsequent time to be the capital gains re- 
fund shall be deemed: to be an-amount (in this 
subsection referred to as the “amount payable”’) 
that became payable under this Part by the trust at 
the particular time; 

_. (b) the trust shall pay to the Receiver General in- 
terest at the prescribed rate on the amount paya- 
ble, computed from the particular time to the day 
of payment; and | 
(c) the Minister may at any time assess the trust 
in respect of the amount payable and, where the 
Minister makes such an assessment, the provi- 
sions of Divisions I and J apply, with such modi- 
fications as the circumstances require, in respect 
of the assessment as though it had been made 
under section 152. 

Related Provisions: 20(1)(1l) — Deduction on repayment of in- 


terest; 221.1 — Application of interest where legislation retroactive; 
248(11) — Interest compounded daily. 


History: Subsec. 132(2.2) added by 1994, c. 7, Sch. VIII (1993, c. 
24),\s.77, applicable to capital gains refunds paid or applied with 
respect to taxation years beginning after 1991. 
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Regulations: 4301(a) (prescribed rate of interest). 


(3) Application of subsec. 104(20) — In its ap- 
plication in respect of a mutual fund trust, subsection 
104(20) shall be read as if the reference therein to “a 
dividend (other than a taxable dividend)” were read 
as a reference to “‘a capital dividend”. 

Pre-RSC History: Subsec. 132(3) substituted by 1988, c. 55, 


subsec. 120(2),:applicable-to 1988 et seq. Subsec. 132(3) formerly 
read: 


(3) In its application in respect of a mutual fund trust, subsec- 
tion 104(20) shall be read as if paragraph (a) thereof were 
read 


(a) without the reference therein to “other than a taxable 
dividend”, and 


(b) as if the reference therein to “a dividend” were read 
as a reference to “a capital dividend”. 


(4) Definitions — In this section, 


“capital gains redemptions” of a mutual fund trust 
for a taxation year means the amount determined by 
the formula 


x (C + D) 


where 


A is the total of all amounts paid by the trust in the 
year on the redemption of units of the trust, 


Bis the total of the fair market value at the end of 
the year of all the issued units of the trust and the 
amount determined for A in respect of the trust 
for the year, 

C, is 100/21.75 of the trust’s refundable capital 
gains tax on hand at the end of the year, and 


D is the amount determined by the formula 


Uk +L) -(M +N) 
where 


K ‘is the amount of the fair’ market value at the 
end of the year of all the issued units of the 
trust, 7 


L ‘is the total of all amounts each of which is the 
amount of any debt owing by the trust, or of 
any other obligation of the trust’ to pay an 
amount, that was outstanding at that time, 


M is the total of the cost amounts to the trust at 
that time of all its properties, and 


N is the amount of any money of the trust’ on 
hand at that time; . 
Related Provisions: 132.2(1)(p) — Mutual fund reorganizations; 
257 — Formula amount cannot calculate to less than zero. 
Pre-RSC History: The definition “capital gains redemptions” was 
para. 132(4)(a). Descriptive subparagraphs. have been replaced by 
the formula. The pre-R.S.C. version read: 


(a) “capital gains redemptions” of a mutual fund trust for a 
taxation year means that proportion of 


(i) the aggregate of 


(A) 100/21.75 of its refundable. capital gains tax on 
hand at the end of the year, and 
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(B) the amount, if any, by which the aggregate of the 
fair market value at the end of the year of all of the 
issued units of the trust and all amounts each of 

which is the amount of any debt owing by the trust, 
or of any other obligation of the trust to pay an 

- amount, that was outstanding at that time exceéds 
the aggregate of the cost amounts to it at that time of 
all of its properties and the amount of any money of » 
the trust on hand at that time, te 


that 


(ii) the aggregate of amounts paid by it in the year on the 
redemption of units of the trust, 
is of . . 
(iii) the aggregate of the fair market value at-the end of 
the year of all.of the issued units of the trust and the 
amount determined under subparagraph (ii) in respect of 
the trust for the year; and 
Cl. 132(4)(a)(i)(A) amended by 1988, c. 55, subsec. 120(3), to sub- 
stitute “100/21.75 of” for “100/17 times”, applicable to 1988 et seq., 
except that in its application to taxation years ending after 1987 and 
before 1990 the reference to “100/21.75” shall be read as a refer- 
ence to “100/191”. 


Cl. 132(4)(a)()(A) substituted by 1980-81-82-83, c. 140, subsec. 
91(2), applicable to 1982 et seg., to substitute “100/17” for 
LOGIT SATE 7 


Cl, 132(4)(a)(i)(A) amended by 1976-77, c. 10, subsec. 52(9.1), ap- 
plicable to 1977 et seq., to substitute “100/17.5” for “5”. 


“refundable capital gains tax on hand” of a mu-_ 
tual fund trust at the end ofa taxation year means the 
amount determined by the formula 


A-B 
where 


A is the total of all amounts each of which is an 
amount in respect of that or any previous taxation 
year throughout which the trust was a mutual 
fund trust, equal to the least of 


(a) 29% of its taxable income for the year, 


(b) 29% of its taxed capital gains for the year, 
and | 

(c) where the taxation year ended after May 6, 
1974, the tax payable under this Part by it for 
the year, and 


B ‘is the total of all amounts each of which is an 
amount in respect of any previous taxation year 
throughout which the trust was a mutual fund 
trust, equal to its capital gains refund for the year. 

Related Provisions: 132(5) — Taxed capital gains defined: 

132.2(1)(1) — Addition to RCGTOH on qualifying exchange of 

property between mutual funds; 257 — Formula cannot calculate to 
less than zero. 


Pre-RSC History: The definition “refundable capital gains tax on 
hand” was para. 132(4)(b). Descriptive subparagraphs have been 
replaced by the formula. The pre-R.S.C. version read: 


(b) “refundable capital gains tax on hand” of a mutual fund 
trust at the end of a taxation year means the amount, if any, 
by which 
(i) the aggregate of amounts each of which is an amount 
in respect of that or any previous taxation year through- 
out which it was a mutual fund trust, equal to the least of 
(A) 29% of its taxable income for the year, + 


(B) 29% of its taxed capital gains for the year, and 


1178 


Div. F — Special Rules Applicable in Certain Circumstances 


(C) where the taxation year ended after May 6, 1974, 
the tax payable under this Part by it for the year, 


exceeds 


(ii) the aggregate of amounts each of which is an amount 
in respect of any previous taxation year throughout 
which it was a mutual fund trust, equal to its capital 
gains refund for the year. 


Cls. 132(4)(b)(i)(A) and (B) amended by 1988, c. 55, subsec. 
120(4), to substitute in each “29%” for “34%”, applicable with re- 
spect to the determination of amounts under cls. 132(4)(b)(i)(A) and 
(B), in respect of 1988 et seq. 


Cls. 132(4)(b)(i)(A) and (B) substituted by 1980-81-82-83, c. 140, 
subsec. 91(3), applicable to 1982 et seq., to substitute “34%” for 
“35%”. 


Cl. 132(4)(b)(Gi)(A) and (B) amended by 1976-77, c. 10, subsec. 
52(10), applicable to 1977 et seq., to substitute “35%” for “40%”. 


Subpara, 132(4)(b){i) substituted by 1974-75-76, c. 26, s. 89, appli- 
cable to taxation years ending after May 6, 1974. Subpara. 
132(4)(b)() formerly read: 


(i) the aggregate of amounts each of which is an amount in 
respect of that or any previous. taxation year throughout 
which it was a mutual fund trust, equal to 40% of the lesser of 
its taxable income for the year and its taxed capital gains for 
the year, 


(5). Definition of “taxed capital gains” — In 
subsection (4), “taxed capital gains” of a taxpayer 
for a taxation year has the meaning assigned by sub- 
section 130(3). 


(6) Meaning of “mutual fund trust” — Subject — 


to subsection (7), for the purposes of this section, a 


trust is a mutual fund trust at any time if at that time | 


(a) it was a unit trust resident in Canada, 
(b) its only undertaking was 


(i) the investing of its funds in property (other 
than real property or aninterest in real 


property), 


(ii) the acquiring, holding, maintaining, im- 


proving, leasing or managing of any real prop- 
erty (or interest in real property) that is capital 
property of the trust, or 


(iii) any combination of the activities de- 
scribed in subparagraphs (i) and (ii), and 


(c) it complied with prescribed conditions relat- 
ing to the number of its unit holders, dispersal of 
ownership of its units and public trading of its 
units. : 

Related Provisions: 104(21) — Allocation of capital gains and 


losses to beneficiaries; 132(6.1) — Election to be mutual fund trust 
from, beginning .of first year; 132(7) — Meaning of “mutual fund 


trust”; 132.2(1)(p) — Trust deemed not to.be mutual fund trust after _ 


rollover of property to another trust; 142.2(1)“financial institu- 
tion”’(d) — Mutual fund trust not subject to mark-to-market rules; 
156(2) — Payment of tax by mutual fund trust; 210.1(b) — Mutual 
fund trust, not subject to Part XII.2 tax; 212(9)(c)— Interest, re- 
ceived by mutual fund trust and paid to non-residents — withhold- 
ing tax exemption; 248(1)‘‘mutual fund trust” — Definition applies 
to entire Act. 


History: Subparas. 132(6)(b)(i) and (ii) amended, and the clositig 
words repealed, by 1998, c. 19, subsecs. 158(2), (3), applicable to 


S. 132(7)(a)(ii)(A) 


1994 et ‘seq. Subparas. 132(6)(b)(i) and Gi) and the ones words 
formerly read: 


(i) the investing of its funds in property (other than real 
property), 

(ii) the acquiring, holding, maintaining, improving, leasing or 
managing of any real property that is capital property of the 
trust, or i 


except that where a trust’s first taxation year ended after 1971 
and the trust has, after 1971 and on or‘before the day. on or 
before which it wasrequired, by section 150 to file its return 
of income for that year, become a mutual fund trust, it shall, 

if it so elected in that return, be deemed to have been a mu- 
tual fund trust from the commencement of that year until the 
day on which it so became a mutual fund trust. 


Para. 132(6)(b) amended by 1995, c. 21, s. 68, applicable to 1994 et 
seq. Para. (b) formerly read: 


(b) its only undertaking was. the investing of funds of the 
trust, and 


That portion of subsec. 132(6) preceding para. (a) amended by 
1994, c. 7, Sch. II (1991, c. 49), subsec, 111(1), to add “Subject to 
subsection (7)”, applicable.after February 20,°1990. 


Subsec. 132(6) substituted by 1973-74, c. 14, s. 41. 
Regulations: 4801 (prescribed conditions). 


1.T. Technical News: No. 6 (mutual funds trading — shat of 
“investing its funds in property” in 132(6)(b)(i)). 


Advance Tax Ruling: ATR-62: Mutual fund ‘distribution limited 
partnership — amortization of selling commissions. 


(6.1) Election to be mutual fund — Where a 
trust becomes a mutual fund trust at any particular 
time before the 91st day after the end of the calendar 
year in which its first taxation year began, and the 
trust so elects in its return of income under this Part 
for that first year, the trust is deemed to have been a 
mutual fund trust from the beginning of that -first 
year until the particular time. 


History: Subsec..132(6.1) added by 1998, c. 19, shikai 158(4), 
applicable to 1994 et seg. 


(7) Idem — Where, at any time, it can reasonably be 
considered that, a trust, having regard to all the cir- 
cumstances, including the terms and-conditions of 
the units of the trust, was established or. is main- 
tained primarily for the benefit of non-resident per- 
sons, the trust shall be deemed not to be a mutual 
fund trust after that time unless 


(a) throughout the period beginning on the later 
of February 21, 1990 and the day of its creation 
-and ending at that time, all or substantially all of 
its property consisted of property other than 


(i) real property situated in Canada (including 
any interest therein or option in respect 
thereof, whether or not the property is in exis- 
tence), and 
(ii). property that, would, if 

(A) the trust were non-resident, 
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(B) paragraph 115(1)(b) were read without 
reference to subparagraphs 115(1)(b)@) 
and (ii), and 


(C) the property were disposed of, 
be taxable Canadian property of the trust: or 


(b) it has not issued a unit (other than a unit is- 
sued to a person in satisfaction of the person’s 
right under the trust to an amount referred to in 
paragraph 104(13)(c)) of the trust after February 
20, 1990 and before that time to a person who, 
after reasonable inquiry, it had reason to believe 
was non-resident, except where the unit. was is- 
sued to that person under an agreement in writing 
entered into before February 21, 1990. 


Related Provisions: 248(4) — Interest in real property. 


History: Subsec. 132(7) added by 1994, c. 7, Sch. II (1991,.c. 49), 
subsec. 111(2), applicable after February 20, 1990. 


Definitions [s. 132]: “amount”, “assessment” — 248(1): “calen- 
dar year” — Interpretation Act 37(1)(a); “Canada”. — 255; “capital 
dividend” — 83(2), 248(1); “capital. gain” — 39(1)(a), 248(1); 
“capital gains redemptions” — 132(4): “capital gains refund” — 
132(1); “capital property” — 54, 248(1): “cost amount”; “divi- 
dend” — 248(1); “interest” — in real property 248(4); “Minis- 
ter” — 248(1); “mutual fund trust” — 132(6), (7), 132.2(1)(p), 
248(1); “person”, “property” — 248(1); “refundable capital gains 
tax on hand” — 132(4); “resident in Canada” — 250; “taxable Ca- 
nadian property” — 115(1)(b), 248(1); “taxable capital gain” — 
38(a), 248(1); “taxable dividend” — 89(1), 248(1); “taxable in- 
come” — 2(2), 248(1); “taxation year” — 249: “taxed capital 
gains” — 130(3), 132(5); “trust” — 104(1), 248(1), (3); “unit 
trust” — 108(2), 248(1); “writing” — Interpretation Act 35(1). 


Information Circulars [s. 132]: 78-14R2: ‘Guidelines for trust 
companies and other persons responsible for filing T3R-IND, T3R- 
G, T3RIF-IND, T3RIE-G, T3H-IND,: T3H-G,. T3D, T3P, T3S, 
T3RI, T3F. 


132.1 (1) Amounts designated by mutual fund 
trust — Where a trust in its return of income under 
this Part for a taxation year throughout which it was 
a mutual fund trust designates an amount in respect 
of a particular unit of the trust owned by a taxpayer 
at any time in the year equal to the total of 


(a) such amount as the trust may determine in re: 
spect of the particular unit for the year not ex- 
ceeding the amount, if any, by which 


(i) the. total. of all amounts ‘that were. deter- 
mined by the trust under subsection 104(16) 


of the Income Tax Act, chapter 148 of the Re- — 


vised Statutes of Canada, 1952, for taxation 
years of the trust commencing before 1988 


exceeds 


(i1) the total of all amounts determined by the 
trust under this paragraph for the year or a 
preceding taxation year in respect of all units 
of the trust, other than amounts determined in 
respect of the particular unit for the year under 
this paragraph, and 
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(b) such amount:as the trust may determine in re- 
spect of the particular unit for the year not ex- 
ceeding the amount, if any, by which 


(i) the total, of all amounts. described in sub- 
_ paragraph 53(2)(h)(i.1). that became payable 
' by the trust after 1987 and before the year 


exceeds 


(11) the. total of all amounts determined by the 
trust under this paragraph for the year or a 
preceding taxation year in respect of all units 
of the trust, other than amounts: determined in 
respect of the particular unit for the year under 
this paragraph, 

the amount so designated shall 


(c) subject to subsection (3), be deductible in 
“computing the income of the trust for the year, 
and | . 


(d) be included in computing the income of the 
taxpayer for the taxpayer’s taxation year in which 
the year of the trust ends, except that where the 
» particular unit was owned by two or more taxpay- 
ers during the year, such part of the amount so 
designated as the trust may determine shall be in- 
cluded in computing the income of each such tax- - 
payer for the taxpayer’s taxation year in which 
the year of the trust ends if the total of the parts 
so determined is equal to the amount so 
designated. 
Related Provisions: 12(1)(m) — Income. inclusion — benefits 


from. trust; 132;2(1)(n)— Mutual fund reorganization — continua- 
tion of trust; 214(3)(f.1) — Non-resident withholding tax. 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 195272). 


(2) Adjusted cost base of unit where 
designation made — In computing, at any time in 
a taxation year of a taxpayer, the adjusted cost base 
to the taxpayer of a unit in a mutual fund trust, there 
shall be added that part of the amount included under 
subsection (1) in computing the taxpayer’s income 
that is reasonably attributable to the amount deter- 
mined under paragraph (1)(b) by the trust for its tax- 
ation year ending in the year in respect of the unit 
owned by the taxpayer. 

Related Provisions: 12(1)(m)— Amounts to be included from 


business or property —- benefits from trusts; 53(1)(d:2) — Addition 
to adjusted. cost base of share. 


(3) Limitation on current year deduction — 
The total of amounts deductible by reason°of para- 
graph (1)(c) in computing the income of a trust for a 
taxation year shall not exceed the amount that would 
be the income of the trust for the year if no deduc- 
tions. were made under this section and subsection 
104(6). 

Related Provisions: 132.2(1)(n) — Mutual fund reorganiza- 
tion — continuation of trust. — ‘ bel 


(4) Carryover of excess — The amount; if any, 
by which the total of all amounts each of which is an 
amount designated for the year under subsection (1) 
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exceeds the amount deductible under this section in 
computing the income of the trust for the year, shall, 
for the purposes of paragraph (1)(c) and subsection 
(3), be deemed designated under subsection (1) by 
the trust for its immediately following taxation year. 


Related Provisions: 132.2(1)(n) — Mutual fund reorganiza- 
tion — continuation. of trust, } 


(5) Where designation has no effect — Where 
it is reasonable to conclude that an amount deter- 
mined by a mutual fund trust 


(a) under paragraph (1)(a) or (b) for a taxation 
year of the trust in respect of a unit owned at any 
time in the year by a taxpayer who was a person 
exempt from tax under this Part by reason of sub- 
section 149(1), or 


(b) under: paragraph (1)(d) for the year:in respect 
of the amount designated under subsection (1) for 
the year in respect of the unit 


differs from the amount that would have been so de- 
termined for the year in respect of the taxpayer had 
the taxpayer not been a person exempt from ‘tax 
under this Part by reason: of subsection 149(1), the 
amount designated for the year in respect of the unit 
under subsection (1) shall have no effect for the pur- 
poses of paragraph (1)(c). 

Related Provisions: 132.2(1)(n)— Mutual. fund. reorganiza- 
tion — continuation of trust. 

Pre-RSC. History [s. 132.1]: S.. 132.1 added by 1988,:c. 55, s. 
121, applicable to 1988 et seg. 

Definitions [S. 132.1]: “adjusted cost base” — 54, 248(1); 
“amount” — 248(1); “Canadian property” — 133(8); “mutual fund 
trust” — 132(6), 248(1); “person” — 248(1); “taxation: year” — 
249; “taxpayer” — 248(1); “trust” — 104(1), 248(1), (3). 


132.2 (1) Mutual funds — qualifying exchange 
[rollover] — Where. a mutual fund corporation or a 
mutual fund trust has at any time disposed of a prop- 
erty to a mutual fund trust in a qualifying exchange, 


(a) the transferee shall. be deemed to have ac- 
quired the property at the time (in this subsection 
referred to.as the “‘acquisition time’) that is im- 
mediately after the time. that is immediately after 
the transfer time, and not to. have acquired the 
property at the transfer time; 


(b) subject to paragraph (0), the last taxation 
years, of the funds that began before the transfer 
time shall be deemed to have ended at the acqui- 
sition. time, and their next taxation years shall be 
deemed to have begun immediately after those 
last taxation years ended; 


(c), the transferor’s proceeds of disposition of the 
property and the transferee’s cost of the property 
shall be deemed to be the lesser of 


(i) the fair market value of the property at the — 


transfer time, and 
(ii) the greatest of 


(A) the cost amount to the transferor of the 
property at the transfer time or, where the 
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property is depreciable property, the lesser 

of its capital cost and its cost amount to the 
transferor immediately before the transfer 
time, 


(B) the amount that the funds have agreed 
upon in respect of the property in their 
election in respect of the qualifying ex- 
change, and | 


(C) the fair market value at the transfer 
time. of the consideration (other than units 

_ of the transferee) received by the transferor 
for the disposition of the property; 


(d) where the property is depreciable property 
and its capital cost to the transferor exceeds the 
transferor’s proceeds of disposition of the prop- 
erty under paragraph (c), for the purposes of sec- 
tions 13 and 20.and any regulations made for the 
purposes. of paragraph 20(1)(a), 


(i) the property’s capital cost to the transferee 
shall be deemed to be the amount that was its 
capital cost to the transferor, and 


(ii) the excess shall be deemed to have been 
allowed to the transferee in respect of the 
property under regulations made for the pur- 
poses of paragraph 20(1)(a) in computing in- 
come. for taxation years ending: before the 
transfer time; 


(e) where two or more depreciable properties of a 
prescribed class are disposed of by the transferor 
to the transferee in the same qualifying exchange, 
paragraph (c) applies as if each property so dis- 


‘posed of had been separately disposed of in the 


order designated by the transferor at the time of 
making the election in respect of the qualifying 
exchange or, if the transferor does not so desig- 
nate any such order, in the order designated by 
the. Minister; ; 


(f) each property of a fund, other than 


(i) depreciable property of a prescribed class 
to which paragraph (g) would, but for this par- 
agraph, apply, and 

(ii) property disposed of by the transferor to 
the transferee at the transfer time 


shall be deemed to have been disposed of, and to 
have been reacquired by the fund, immediately 
before the acquisition time for an amount equal to 
the lesser of 


(iii) the fair market value of the property at 
the transfer time, and 


(iv) the greater of 


(A) its cost amount or, where the property 
is depreciable property, the lesser of its 
capital cost and its cost amount to the dis- 
posing fund at the transfer time, and 


(B) the amount that the fund designates in 
respect of the property in a notification to 
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the Minister accompanying the election in 
respect of the qualifying exchange; 


(g) where the undepreciated capital cost to a fund 
of depreciable property of a prescribed class im- 
mediately before the acquisition time exceeds the 
total of sl 


(1) the fair market value of all the property of 
that class immediately before the acquisition 
time, and 


(ii) the amount in respect of property of that 
Class otherwise allowed under regulations 
made for the purposes of paragraph 20(1)(a) 
or deductible under subsection 20(16) in com- 
puting the fund’s income for the taxation year 
that includes the transfer time, 


the excess shall be deducted in computing the 
fund’s income for the taxation year that includes 
the transfer time and shall be deemed to’ have 
been allowed in respect of property of that class 
under regulations made for the purposes of para- 
graph 20(1)(a); 


(h) except as provided in paragraph (p), the trans- 
feror’s cost of any particular property received by 
the transferor from the transferee as consideration 
for the disposition of the property is deemed to be 


(1) nil, where the particular property is a unit 
of the transferee, and 


(i1) the particular property’s fair market value 
at the transfer time, in any other case: 


(1) the. transferor’s proceeds of disposition of any 
_ units of the transferee received as consideration 
for the disposition of the property that were dis- 
posed of by the transferor within 60 days after the 
transfer time in exchange for. shares of the trans- 
feror shall be deemed to be nil; 


(j) where shares of the transferor have been dis- 
posed of by a taxpayer to the transferor in ex- 
change for units of the transferee within 60 days 
after the transfer time, . 


(1) the taxpayer’s proceeds of disposition of 
the shares and the cost to the taxpayer of the 
units shall be deemed to be equal to the cost 
amount to the taxpayer of the shares immedi- 
ately before the transfer time, and 


(it) where all of the taxpayer’s shares of the 
transferor have been so disposed of, for the 
purposes of applying section 39.1'in respect of 
the taxpayer after that disposition, the trans- 
feree shall be deemed to be the same entity as 
the transferor; 


(k) where a share to which paragraph (j) applies 
would, but for this paragraph, cease to be a quali- 
fied investment (within the meaning assigned by 
subsection 146(1) or 146.3(1) or section 204) as a 
consequence of the qualifying exchange, the 
Share ‘shall be deemed to be a qualified invest- 
ment until the earlier of the day that is 60 days 
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after the transfer time and the time at which it is 
disposed of in accordance with paragraph (j); 


(I) there shall be added to the amount determined 
under the description of A in the definition “re- 
fundable capital gains tax on hand” in subsection 
132(4) in respect of the transferee for its taxation 
years that begin after the transfer time the 


_ amount, if any, by which 


(1) the transferor’s refundable capital gains tax 
on hand (within the meaning assigned by sub- 
section 131(6) or 132(4), as the case may be) 
at the end of its taxation year that includes the 
transfer time 


exceeds 


(ii) the transferor’s capital gains refund 
(within the meaning assigned by paragraph 
131(2)(a) or 132(1)(a), as the case may be) for 
that year; 


(m) no amount in respect of a non-capital loss, 
net capital loss, restricted farm loss, farm loss or 


» limited partnership loss of a fund for a taxation 


year that began before the transfer time is deduct- 


_ ible in computing its taxable income for a taxa- 


tion year that begins after the transfer time; 


(n) where the transferor is a mutual fund trust, for 
the purposes of subsections 132.1(1) and (3) to 
(5), the transferee shall be deemed after the trans- 
fer time to be the same mutual fund trust as, anda 
continuation of, the transferor; | 


(0) where the transferor is a mutual fund 
corporation, . 


(i) for the purposes of subsection 131(4), the 
transferor is deemed in respect of any share 
disposed of in accordance with paragraph (j) 
to be a mutual fund corporation at the time of 
the disposition, and | 


(ii) for the purposes of Part 1.3, the trans- 
feror’s taxation year ‘that, but for this para- 
graph, would have included the transfer time 
is deemed to have ended immediately before 
the transfer time (except that, for greater cer- 
tainty, nothing in this paragraph shall affect 
the computation of any amount determined 
under this Part); i 


(p) for the purpose of determining the funds’ cap- 
ital gains redemptions (as defined in subsection 
131(6) or 132(4)), for their taxation years that in- 
clude the transfer time, ! 


(i) the total of the cost amounts to the trans- 
feror of all its properties at the end of the year 
is deemed to be the total of all amounts each 
of which is 


(A) the transferor’s proceeds of disposition 
of a property that was transferred to a 
transferee on the qualifying exchange, or 


(B) the cost amount to the transferor at the 
end of the year of a property that was not 
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transferred on the qualifying exchange, 
and 


(1) the transferee is deemed not to have ac- 
quired any property that was transferred to it 
on the qualifying exchange; and 


(q) except as provided in subparagraph (0)(i), the 
transferor is, notwithstanding subsections 131(8) 
and 132(6), deemed to be neither a mutual fund 
corporation nor a mutual fund trust for taxation 
years that begin after the transfer time. 


Related Provisions: 54“superficial loss”(c) — No superficial 
loss on deemed disposition and reacquisition. 


History: The opening words of para. 
132.2(1)(o) and (p) amended, and para. (q) added, by 1998, c. 19, 
subsecs. 159(1), (2), applicable after June 1994 except that, where 


(a) a qualifying exchange (as defined in subsec..132:2(2)) be- 
tween funds occurs before November 1996, and 


(b) the funds jointly elect in writing filed with the Minister of 
National Revenue before October 1998, . 


subsec. 132.2(1) shall be read without reference to para. 
132.2(1)(p), as amended, in its application to the: exchange. The 
opening words of para. 132.2(1)(h) and paras: 132.2(1)(o) and (p) 
formerly read: 


(h) the transferor’s cost of any particular property received by 
the.transferor fromthe transferee as. consideration: for the dis- 
position of the property shall be deemed to be 


(o) where the transferor is a mutual fund corporation, for the 
purposes of Part [.3, the transferor’s taxation year that, but for 
this paragraph, would have ended at the acquisition time. shall 
be deemed to have ended immediately before the transfer 
time (except that, for greater certainty, nothing in this para- 
graph affects the computation of any amount determined 
under this Part); and 


(p) the transferor shall, notwithstanding subsections 131(8) 
and 132(6), be deemed to be neither a mutual fund corpora- 
tion nor a mutual fund trust for taxation years beginning after 
the transfer time. 


Subsec. 132.2(1) added by 1995, c. 21, s. 69, applicable after June 
1994. 


Regulations: 1105 (prescribed classes of depreciable property). 
(2) Definitions — In this section, 


‘qualifying exchange” means a transfer at any time 
(in this section referred to as the “transfer time’’) of 


all or substantially all of the property of a mutual — 


fund corporation or mutual: fund trust to a mutual 
fund trust (in this section referred to-as the “trans- 
feror” and “transferee”, respectively, and as the 
funds”) where 


(a) all or substantially all of the stinkes issued 
the transferor and outstanding immediately 
before the transfer time are within 60 days after 
the transfer time disposed of to the transferor, 


(b) no person disposing of shares of the transferor | 


to the transferor within that 60-day period (other- 
wise than pursuant to the exercise of a statutory 
right of dissent) receives. any consideration for 


the shares other than units of the transferee, and — 


(c) the funds jointly elect, by filing a prescribed 
form with the Minister within 6 months after the 


-132.2(1)(h), paras. | 
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transfer time, to have this section apply bie re- 
spect to the transfer; 
History: Para. (b) of the definition “qualifying exchange” in sub- 


sec. 132.2(2) amended by 1998, c. 19, subsec. 159(9), applicable 
after June 1994; Para. (b) formerly read: 


(b) no person disposing of shares in the transferor to the 
transferor within that 60 day period receives any considera- 
tion for those shares other than units of the transferee, and 


The definition “qualifying exchange” in subsec. 132.2(2) added by 
1995, c. 21, s. 69, applicable after June 1994, except that an election 
referred to in para. (c) of the definition “qualifying exchange” in 
subsec. 132.2(2) shall be deemed to have been made in a timely 
manner where it is made before December 31, 1995. 


Forms: T1169: Election on disposition of property by a mutual 
fund corporation (or a mutual fund trust) to a mutual fund trust. 


“share” means a share of the capital stock of a mu- 
tual fund corporation and a unit of a mutual fund 
trust. 


History: The definition “share” in subsec. 132.2(2) added by 1995, 
c. 21, s. 69, applicable after June 1994, . 
Definitions [S. 132.2]: “acquisition time” — 132, 2(1)(a);“‘cost 
amount”.— 248(1);. “depreciable property” — 13(21), 248(1); 
“farm loss” — 111(8), 248(1); “limited partnership loss” — 
96(2.1)(e), 248(1); “Minister” — 248(1); “mutual fund corpora- 
tion” — 131(8), 248(1); “mutual fund trust” — 132(6), 248(1); “net 
capital loss”, “non-capital loss” — 111(8), 248(1); “proceeds of dis- 
position” — 54; “prescribed”, “property” — 248(1); “qualifying ex- 
change” — 132.2(2); “regulation” — 248(1); “restricted farm 
loss”. — 31, 248(1); SSIES TS 132.2(2); “taxable income” — 2(2), 
248(1); “taxation year” — 132.2(1)(b), 249; “transfer time” — 
132.2(2)“qualifying exchange”; “undepreciated capital cost” — 
13(21), 248(1). 


Non-Resident-Owned Investment 
Corporations 


133. (1) Computation of income — In comput- 
ing the income of a non-resident-owned investment 
corporation for a taxation year, 


(a) no deduction may be made in respect of inter- 
est on its bonds, debentures, Securities or other 
indebtedness, and 


(b) no deduction may be made tle subsection 
65(1), 
and its income and taxable income shall be com- 
puted as if 


(c) the only taxable capital gains and allowable 
capital losses referred to in paragraph 3(c) were 
taxable capital gains and allowable capital losses 
from dispositions of taxable Canadian property or 

property that would be taxable Canadian property 
if at no time in the year the Per DOLaRE had been 
resident in Canada; 


(d) any taxable capital gain or stlowable capital 
loss of the corporation were an amount equal to 
4/3 of the amount thereof Abdio determined, 
and Hit 


(e) subsection 83(2) were read without reference 
to paragraph 83(2)(b). 


Related Provisions: 104(10) — Where dividends and interest 
paid to trust for non-residents; 104(11) — Dividend received from 
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NRO; 134—— NRO not a Canadian corporation etc.; 186.1(b) — 
NRO not subject to Part IV tax; 212(9)(a) — Dividends received by 
trust from NRO — no withholding tax; Canada-U.S. tax treaty, Art. 
XXIX:6(b) — Treaty provisions inapplicable to NRO. 


Pre-RSC History: Para. 133(1)(d) amended by 1988; c. 55, s..122, 
to substitute “/; of” for “2 times”, applicable to taxation years end- 
ing after June 1988, except that for taxation years ending after June 
1988 and cominencing before 1990, the reference to ‘“4/;” shall, in 
respect of the corporation for the year, be read as a reference to the 
aggregate of 

(a) that proportion of 2 that the number of days in the year that 

are before July 1988 is of the number of days in the year, 


(b) that proportion of 2 that the number of days in the year that 
are after June 1988 and before 1990 is of the number of days in 
the year, and 


(c) that proportion of ‘3 that the number of days in the year that 
are after 1989 is of the number of days in the year. 


Regulations: 502 (annual certificate of changes of ownership of 
shares and debt). 


(2) Non-resident-owned investment corpora- 
tions — In computing the taxable income of a non- 
resident-owned investment corporation for a taxation 
year, no deduction may be made from its income for 
the year, except 


(a) interest received in the year from other non- 
resident-owned investment corporations; 


(b) taxes paid to the government of a country 
other than Canada in respect of any part of the 
income of the corporation for the year derived 
from sources therein; and 


(c) net capital losses as provided for by section 
Ee 


Related Provisions: 88(2)(a) — Winding-up of Canadian 
corporation. 


Pre-RSC History: Para. 133(2)(c) substituted by 1984, c. 1, s..78, 
applicable in computing taxable income for 1982 et seq. Para. 
133(2)(c) formerly read: 


(c) net capital losses for taxation years preceding and the tax- 
ation year immediately following the taxation year, as pro- 
vided for by section 111. . 


(3) Special tax rate — The tax payable under this 
Part by a corporation for a taxation year when it was 
a non-resident-owned investment corporation is an 
amount equal to 25% of its taxable income for the 
year. 


Related Provisions: 88(2)(a) — Winding-up of Canadian corpo- 
ration; 157(3)(d) — Instalments payable by NRO. 


Advance Tax Ruling: ATR-43: Utilization of a non-resident- 
owned investment corporation as a holding corporation. 


(4) No deduction for foreign taxes — No de- 
duction from the tax payable under this. Part by a 
non-resident-owned investment corporation may be 
made under section 124 or in respect of taxes paid to 
the government of a country other than Canada. 

Related Provisions: 88(2)(a)(iv) — Winding-up of Canadian 
corporation; 111 — Losses deductible; 115 — Non-residents’ taxa- 
ble income; 133(8) — Non-resident-owned investment corporation. 


(5) [Repealed under former Act] 
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Pre-RSC History: Subsec. 133(5) repealed by 1977-78, c. 1, sub- 
sec. 66(1), applicable after December 31, 1978. Subsec. (3) pro- 
vides that at all times after 1971 and before 1979, subsec. 133(5) 
shall be deemed to have read as follows: 


(5) 1971 undistributed income and capital surplus on 
hand — For the purposes of this Act, 


(a) in computing at any particular time the 1971 undis- 
tributed income on hand of a corporation that was at any 
time a non-resident-owned investment corporation, there 
shall be deducted the amount, if any, by which 


(1) the amount that would, but for this paragraph, be 
the amount of the corporation’s 1971 undistributed 
income on hand at the particular time computed. 
without reference to any amount referred to in para- 
graph 196(4)(c) 


exceeds 


(ii) the corporation’s surplus at that time, determined 
in prescribed manner, for such of the taxation years 
in the period commencing with the 1950 taxation 
year and ending with the 1971 taxation year as were 
taxation years throughout which the corporation was 
not a non-resident-owned investment corporation; 
and 


(b) in computing at any particular time the 1971 capital 
surplus on hand of a corporation that was at any time a 
non-resident-owned investment corporation, there shall 
be added to the amount thereof otherwise determined the 
amount of the excess described in paragraph (a). 


Subpara. 133(5)(a)(ii) substituted by 1973-74, c. 14, subsec. 42(1), 
applicable to 1972 et seq. 


(6) Allowable refund to non-resident-owned 
investment corporations —If the return of a 
non-resident-owned investment corporation’s in- 
come. for a taxation year has been made within 3 
years from the end of the year, the Minister 


(a) may, on mailing the notice of assessment for 
the year, refund without application therefor its 
allowable refund for the year; and 


(b) shall, with all due dispatch, make that allowa- 
ble refund after mailing the notice of assessment 
if an application for it has been made in writing 
by the corporation within the period within which 
the Minister would be allowed under subsection 
152(4) to assess tax payable by the corporation 
for the year if that subsection were read without 
reference to paragraph 152(4)(a). 


Related Provisions: 88(2)(a) — Winding-up of Canadian corpo- 
ration; 133(7) —.Application to other liability; 133(7:01), (7.02) — 
Interest; 152(1) — Assessment of refund: 157(3) — Reduction in 
instalment obligations to reflect allowable refund; 160.1 — Where 
excess. refunded. 


History: Para. 133(6)(b) amended by. 1998, c. 19, s. 160, applicable 
after April 27, 1989. Para. 133(6)(b) formerly. read: 


(b) shall, with all due dispatch, make such a refund after mail- 
ing the notice of assessment if application therefor has been 
made in writing by the corporation within the period deter- 
mined under paragraph 152(4)(b) or (c), as the case may be, 
within which the Minister may reassess tax payable by the 
corporation for the year. , . 
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Pre-RSC History: Para. 133(6)(b) substituted by 1990, c. 39, s. 
33, applicable after April 27, 1989. Para. 133(6)(b) formerly read: 


(b) shall, with all due dispatch, make such a refund after mail- 
ing the notice of assessment if application, therefor has been 
made, in writing by the corporation within 
(i) the 6 year period referred to in paragraph 152(4)(b), 
where that paragraph applies, and 
(11) the 3 year period referred to in paragraph 152(4)(c), 
in any other case. 


Subsec. 133(6) amended by 1984, c. 45, s. 50, to substitute “3” for 
“4” in that portion of subsec. 133(6) preceding para. (a) and to 
amend para. 133(6)((b), applicable after April 19, 1983, except that 
in the application of subsec. 133(6) to allowable refunds for the 
1982 and preceding taxation years the references therein to “3” and 
“6” shall be read as references to “4” and “7” respectively. Para. 
133(6)(b) formerly read: 


(b) shall make such a refund after mailing the notice of as- 
sessment if application therefor has been made in writing by 
the corporation Within 4 years from the end of the year. 


Selected Cases [subsec. 133(6)]: The Great Atlantic & Pacific 
Tea Co, Ltd. v. The Queen, [1979].C.T.C. 509 (SCC) (Refund not 
available when dividend paid prior to end of taxation year). 


(7) Application to other liability — Instead of 
making a refund that might otherwise be made under 
subsection (6), the Minister may, where the taxpayer 
is liable or about to become liable to make any pay- 
ment under this Act, apply the amount. that would 
otherwise be refunded to that other liability and no- 
tify the taxpayer of that. action. 


Related Provisions: 88(2)(a)— Winding-up. of : Canadian 
corporation. 


(7.01) Interest on allowable refund — Where an 
allowable refund for a taxation year is paid to, or ap- 
plied to a liability of, a non-resident-owned invest- 
ment corporation, the Minister shall pay or apply in- 
terest on the refund at the prescribed rate for the 
period beginning on the day that is the later of 


(a) the day that is 120 days after the end of the 


year, and 

(b) the day on which the corporation’s return of 
income under this Part for the year was filed 
under section 150, unless the return was filed on 
or before the day on or before which it was re- 
quired to be filed, 


and ending on the day the refund is paid or applied. 


History: Subsec. 133(7.01) added by 1994, c. 7, Sch. VIII (1993, c. 
24); s. 78, applicable to allowable refunds paid or applied with re- 
spect to taxation years beginning after 1991. 


Regulations: 4301(b) (prescribed rate of interest). 
(7.02) Excess interest on allowable refund — 


Where at any particular time interest has been paid 
to, or applied to .a liability of, a corporation under 


subsection (7.01) in respect of an allowable refund — 


and it is determined at a subsequent time that the al- 
lowable refund was. less than that in respect of which 
interest was so paid or applied, 


(a) the amount by which the interest that was so 
paid or applied exceeds the interest, if any, com- 
puted in respect of the amount that is determined 
at the subsequent time to be the allowable refund 


S. 133(7.1) 


shall be deemed to be an amount (in this subsec- 
tion referred to as the “amount payable’’) that be- 

came payable under this Part by the corporation 
at the particular time; 


(b) the corporation shall pay to the Receiver Gen- 
eral interest at the prescribed rate on the amount 
payable, computed from the particular time to the 
day of payment; and 


(c) the Minister may at any time assess the corpo- 
ration in respect of the amount payable and, 
where the Minister makes such an assessment, 
the provisions of Divisions I and J apply, with 
such modifications as the circumstances require, 
in respect of the assessment as though it had been 
made under section 152. 

Related Provisions: 20(1)(11) — Deduction. on repayment of in- 


terest; 221.1 — Application of interest where legislation retroactive; 
248(11) — Interest compounded daily. 


History: Subsec. 133(7.02) added by 1994, c. 7, Sch. VIII (1993, c. 
24), s. 78, applicable to allowable refunds: paid-or applied with re- 
spect to taxation years beginning after 1991. 


Regulations: 4301(a) (prescribed rate of interest). 


(7.1) Election re capital. gains. dividend — 
Where at any particular time after 1971 a dividend 
has become payable by a non-resident-owned invest- 
ment corporation to shareholders of any class of 
shares of its capital stock, if the corporation so elects 
in respect of the full amount of the dividend, in pre- 
scribed manner and prescribed form and at or before 
the particular time or the first day on which any part 
of the dividend was paid if that day. is earlier than the 
particular time, the following rules apply: 


(a) the dividend shall be deemed to be a capital 
gains dividend to the extent that it does not ex- 
ceed the corporation’s capital gains dividend: ac- 
count immediately before the particular time; and 


(b) any amount received by another non-resident- 

owned investment corporation in a taxation year 

as, on account or in lieu of payment of, or in sat- 

isfaction of the capital gains dividend shall not be 

included in computing its income for the year. 
Related Provisions: 83(2) — Capital dividends; 84(7) — When 
dividend payable; 88(2)(b)(i) — Winding-up of Canadian corpora- 
tion; 133(7.2) — Simultaneous dividends; 133(7.3) — Application 
of subsecs. 131(1.1) to (1.4); 133(8)— Canadian property; 
133(8) — Capital gains dividend account; 133(8) — Taxable divi- 
dend; 212(2) — No withholding tax on capital gains dividends paid 
to non-residents. 


Pre-RSC History: Para. 133(7.1)(a) substituted by 1980-81-82-83, 
c. 47, subsec. 24(3). Para. (a) formerly read: 


(a) the dividend shall be deemed to be a capital gains divi- 
dend to the extent that the portion thereof in excess of the 
corporation’s 1971 undistributed income on hand immedi- 
ately before the particular time does not exceed the corpora- 
tion’s capital gains dividend account immediately before the 
particular time; and 


Regulations: 2105 (prescribed manner of making election). 
Interpretation Bulletins: IT-149R4: Winding-up dividend. 


Forms: T5 Segment; T5 Summ: Return of investment income; T5 
Supp: Statement of investment income; T2063: Election in respect 
of a capital gains dividend under subsection 133(7.1). 
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(7.2) Simultaneous. dividends — Where a divi- 
dend becomes. payable at the same time on more 
than one class of shares of the capital stock of a non- 
resident-owned investment corporation; for the pur- 
poses of subsection (7.1), the dividend on any such 
class of shares shall be deemed to become payable at 
a different time than the dividend on the other class 
or classes of shares and to become payable in the or- 
der designated : 


(a) by the corporation on or before. the day on or 
before which the election described in. subsection 
(7.1)-is required: to be filed; or 


(b) in any other case, by the Minister.” 


Related Provisions: 88(2)(a) — Winding-up of Canadian corpo- 
ration; 89(3) — Simultaneous dividends. 


(7.3) Application of subsecs, 131(1.1). to 
(1.4) — Where at any particular time a non-resident- 
owned investment corporation paid a dividend to its 
shareholders and subsection. (7.1) would have ap- 
plied to the dividend except that the corporation did 
not make an election under that subsection..on or 
before the day on or before which it was required by 
that subsection to be made, subsections 131(1.1) to 
(1.4) apply with such modifications as the circum- 
stances require. lis ; 


Pre-RSC History: Subsec. 133(7.3) substituted and subsecs. 133 
(7.4)-(7.6) repealed by 1985, c..45, s. 77. Subsecs. 133(7.3)(7.6) 
formerly read: 


(7.3) Deemed date of election — Where at any particular 
time a dividend has become payable by a non-resident-owned 
investment corporation to. shareholders of: any class of shares 
of its capital stock and subsection (7.1) would have applied to 
the dividend except that the election referred to therein was 
not made on or before the day on or before which the election 
was required by that subsection to be made, the election shall 
be deemed to have been made at'the particular time or on the 
first'day on which any part of the dividend was paid; which- 
ever is the earlier, if 


(a) the election is thereafter made in prescribed manner 
and prescribed form; 


(b) an estimate of the penalty. in respect of the election is 
paid by the corporation when, the election is made: and 


(c) the directors or other person or persons legally enti- 
tled to administer the affairs of the corporation have, 
before the time the election is made, authorized the elec- 
tion to be made. 


(7.4) Request to make election — The Minister may. at any 
time, by written request served personally or by registered 
mail, request that an election referred to in paragraph .(7.3)(a) 
be made by a non-resident-owned investment corporation. and 
where the corporation on which such a request is served does 
not comply therewith within 90 days after service of the re- 
quest, ‘subsection (7.3) does not apply to such an ‘election 
made thereafter by it. 


(7.5) Penalty — For the purposes of this section, the penalty 
in respect of an election referred to in paragraph (7.3)(b) is an 
amount equal to the lesser of 


(a) 1% per annum of the amount of the dividend referred 
to in the election for each month or part of a month dur- 
ing the period commencing with the time that the divi- 
dend became payable, or the first day on which any part 
of the dividend was paid if that day is earlier, and ending 
with the day on: which the election was made; and 


Income Tax Act, Part I 


(b) the product obtained when $500 is multiplied by the 
proportion that the number of months or parts of months 
during the period referred to in paragraph (a) bears to 12. 


(7.6) Assessment and payment of penalty — The Minis- 
ter shall, with all due dispatch, examine each election referred 
to in paragraph (7.3)(a), assess the penalty payable and send a 
notice of assessment to the non-resident-owned. investment 
corporation and the corporation shall pay forthwith to the Re- 
ceiver General, the amount, if any, by which the penalty so 
assessed exceeds the aggregate of all amounts previously paid 
on account of that penalty. ; 


Subsecs. 133(7.2) substituted, 133(7.3)-(7.6) added by 1980-81-82- 
83, c.. 48, s. 77, applicable, as to subsec. 133(7.2), to 1980 et seq., 
and, as. to subsecs. 133(7.3)-(7.6), with respect, to dividends becom- 
ing payable. after 1974. Subsec. 133(7.2) formerly read: 


(7.2) Where a dividend has become payable at the same time 
on more than one class of shares of the capital stock of a non- 
resident-owned investment corporation, for. the purposes of 
subsection (7.1), the dividend on any such class of shares 
shall be deemed to have become payable at a different time 
than the dividend on the other class or classes of shares and 
such dividends shall be deemed to have become payable in 
the order designated in prescribed manner by the corporation 
or, in the event that the corporation does not so designate any 
such order, in the order designated by the Minister, 


Subsec. 133(7.2) added by 1973-74, :c: 14, subsec, 42(2), applicable 
to 1972 et seq. 


(8) Definitions — In this section, 


“allowable refund” of-a non-resident-owned invest- 
ment corporation for a taxation year’ means the total 
of amounts each of which is an amount in respect of 
a.taxable dividend. paid by the corporation inthe 
year on a share of its capital stock, determined by the 
formula 


Axe 
B 


where 


A is the corporation’s allowable refundable tax on 
hand immediately before the dividend was paid, 


B is the greater of the amount of the dividend so 
paid and the corporation’s cumulative taxable in- 
come immediately before the dividend was paid, 
and . 

C is the amount of the dividend so paid: ies) 

Pre-RSC History: The definition’ “allowable refund” was ‘para. 


133(8)(a). Descriptive subparagraphs have been replaced by the 
formula. The pre-R.S.C. version. read: 


(a) ‘allowable refund” — “allowable refund” of a non-resi- 
dent-owned investment corporation for a taxation year means 
the aggregate of amounts. each of which isan amount in re- 
spect of a taxable dividend paid by the ‘corporation in‘ the 
year on a share of its capital stock, equal to that proportion 
of the dividend that 


(i) the corporation’s allowable refundable ‘tax on hand 
immediately before the dividend was paid 


is of 
(ii) the greater of the amount of the dividend so paid and 


the corporation’s cumulative taxable income immediately 
before the dividend was paid; 
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“Canadian property” means 
(a) property of a corporation that would be taxa- 
ble Canadian. property if at no.time in the year the 
corporation had been resident in Canada, and 
(b) any other property not being foreign property 
within the meaning assigned by section 206; 
Pre-RSC History: 7he definition “Canadian property” was para. 
133(8)(b). | 
Para. 133(8)(b) substituted. by 1974- 15- 70, ¢: 26, subsec. 90(1), ap- 
plicable to 1972 et seq. 
“capital gains dividend account” of a non-resident- 
owned investment corporation at any particular. time 
means the-amount determined by the formula 


A-B 
where 


A: is the total of the following amounts | in sespoct of 
the period'commencing January 1, 1972 and‘end- 
ing immediately after the corporation’s last taxa- 
tion year ending before the particular time: 


(a) the corporation’s capital gains for taxation 


years ending in the period from dispositions in — 


the period: of Canadian property or shares of 
another non-resident-owned investment: cor- 
poration, and 


(b) amounts received by the corporation in the 
period as, on account or in lieu of payment of, 
or in. satisfaction of capital. gains dividends 
from other non-resident-owned investment 
corporations, and 


B. is the total of the following amounts in respect of 
the period referred to in the description of A: 


(a) the corporation’s capital losses for taxation 
years ending in the period from. dispositions in 


the period of Canadian property or shares of | 


another ,. non-resident-owned investment 


corporation, 


(b) all capital gains acadedne that became 
payable by. the corporation before the particu- 
lar time, and 


(c) the amount determined by the formula 


025 x (M-N) 
where _ 


M is the total of the eérporation’ S capital 
gains for taxation years ending in the pe- 
riod from dispositions in the period of tax- 
able Canadian property or property that 
would be taxable Canadian property if at 
no time in the period the corporation had 
been resident in Canada, and 

N_ is.the total of the corporation’s capital 
losses for the taxation years ending in the 
period from dispositions in the period of 
property of the kinds referred to in the 
description of M; 

Related Provisions: 88(2)(a) — Winding-up of Canadian corpo- 
ration; 257 — Formula amounts cannot calculate to less than zero. 


S. 133(8) non 


Pre-RSC. History: The definition. “capital. gains dividend ac- 
count” was para. 133(8)(c). Descriptive subparagraphs have been 
iirc by the formula. The pre-R.S.C. version read: 


(c) “Capital gains dividend account” of a non-resident-owned 
investment corporation at any particular time means the 
amount, if any, by which the aggregate of the following 
amounts in respect of the period commencing January 1, 
1972 and ending immediately after its last taxation year end- 
ing before the particular time, namely: 
(i) the corporation’s capital.gains for taxation years end- 
ing in the period from dispositions in the period of Cana- 
dian property or shares of another non-resident-owned 
investment corporation, and 


(ii) amounts received by the corporation in the period as, 
on account or in lieu of payment of, or in satisfaction of 
capital gains dividends from other non-resident-owned 
investment corporations, . 

exceeds the aggregate of 
(iii) the corporation’s capital losses for taxation years 
ending in the period from dispositions in the period of 
Canadian property or shares of another non-resident- 
owned investment corporation, 
(iv) 25% of the amount, if any, by which the aggregate of 
the corporation’s capital gains for taxation years ending 
in the period from dispositions in the period of taxable 
Canadian property or property that would be taxable Ca- 
nadian property if at no time in the period the corpora- 
tion had been resident in Canada, exceeds the aggregate 
of its capital losses for those years from dispositions in 
the period of such property, and 


(v) all capital gains dividends that became payable by the 
corporation before the particular time; 


‘non-resident-owned investment corporation” 
means a corporation incorporated, in Canada that, 
throughout the whole of the period, commencing on 
the later of June 18, 1971 and. the day on which jit 
was incorporated and ending on the last day of the 
taxation year in respect of which the expression is 
being applied, complied with the following condi- 
tions: 


(a) all of its issued shares and all of its Bheaes 
debentures and other funded indebtedness. were 


(i) beneficially owned by non-resident persons 
(other than any foreign affiliate of a taxpayer 
resident in Canada), 


(ii) owned by trustees for the benefit of non- 
resident persons or their unborn issue, or 


(iii) owned by a non-resident-owned invest- 
ment corporation, all of the issued shares of 
which and all of the bonds, debentures and 
other funded indebtedness of which were ben- 
eficially owned by non-resident persons or 
owned by trustees for the benefit of non-resi- 
dent persons or their unborn issue, or by two 
or more such corporations, 


-(b) its income for each taxation year ending’ in the 
period was derived from 


(i) ownership of or trading or dealing in 
bonds, shares, debentures, mortgages, bills, 
notes or other similar property or any interest 
therein, 
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(ii) lending money with or without security; 


(iii) rents, hire of chattels, charterparty fees or 
remunerations, annuities, royalties, interest or 
dividends, . 


(iv) estates or trusts, or 
(v) disposition of capital property, 


(c) not more than 10% of its gross revenue for 
each taxation year ending in the period was de- 
tived from rents, hire of chattels, charterparty 
fees or charterparty remunerations, 


(d) its principal. business in each taxation year 
ending in the: period was not 


(i) the making of loans, or 


(ii) trading or dealing in bonds, shares, deben- 
tures, mortgages, bills, notes or other similar 
property or any interest therein, 


(€) it has, not later than 90 days after the com- 
mencement of its first taxation year commencing 
after 1971, elected in prescribed manner to be 
taxed under this section, and 


(f) it has not,.before the end of the last taxation 
year in the period, revoked in prescribed manner 
the election so made’ by it, 


except that in no case. shall a new. corporation 
(within the meaning assigned by section 87) formed 
as a result of an amalgamation after June 18,1971 of 
two or more predecessor corporations be regarded as 
a non-resident-owned investment corporation’ unless 
each of the predecessor corporations was, immedi: 
ately before the amalgamation, a non-resident-owned 
investment corporation: , 

Related Provisions: 108(1) — “excluded property”; 248(1)“non- 


resident-owned investment corporation” — Definition applies to en- 
tire Act. HL 


Pre-RSC History: The definition “non-resident-owned investment 
corporation” was para. 133(8)(d). 
Regulations: 500, 501 (prescribed manner of making and revok- 
ing election). Main: 

I.T. Application Rules: 59(2): (application of conditions in para. 
(a) during 1972-75). ; 


Interpretation Bulletins; IT-290: NRO investment corpora- 
tions — meaning of principal business; IT-465R: Non-resident ben- 
eficiaries ‘of trusts. ’ 

Advance Tax Ruling: ATR-43: Utilization of a non-resident- 
owned investment corporation as.a holding corporation: 


“taxable dividend” does not include a capital gains 
dividend. 

Pre-RSC History: The definition “taxable dividend’? was para. 
133(8)(e). < 


(9) Definitions — In the definition “allowable re- 
fund” in subsection (8), 


“allowable refundable tax on hand” of a corpora- 
tion at any particular time means the amount deter- 
mined by the formula . | 


(A+B+C)-(D+E+F) 


Income Tax Act, Part I 


where 


A is the total of all amounts each of which is an 
amount in respect of any taxation year commenc- 
ing after 1971 and ending before the particular 
time, equal to the tax under this Part payable by 
the corporation for the year, 


B is an amount equal to 15% of the amount deter- 
mined for B in the definition “cumulative taxable 
income” in this subsection in respect of the 
corporation, 


C where the corporation’s 1972 taxation year com- 
menced before 1972, is an amount equal to 10% 
of the amount that would be determined for C in 
the definition “cumulative taxable income” in this 
subsection if the reference in the description of C 
in that definition to “the 1972 taxation year or 
any taxation year commencing after 1971 and 
ending before the particular time” were read as a 
reference to “the 1972 taxation year’, 


D is the total of all amounts each of which is an 
amount, in respect of the 1972 taxation year or 
any taxation year commencing after 1971 and 
ending before the particular time, determined by 
the formula 


0.25 x [L - (M + N)] 
where 


L is the total of the corporation’s taxable capital 
gains for the year from dispositions after 1971 
of property described in paragraph (1)(c), 
computed in accordance with the assumption 
set out in paragraph (1)(d), 


_M is the total of the corporation’s allowable cap- 
ital losses for the year from dispositions after 
1971 of property described in paragraph 
(1)(c), computed in accordance with the same 
assumption, and 


N is the amount deductible from the corpora- 
tion’s income for the year by virtue of para- 
graph (2)(c), 4 | 

E is the total of all amounts each of which is an 
amount equal to 1/3 of any amount paid or 
credited by the corporation after the commence- 
ment of its 1972 taxation year and before the par- 
ticular time, as, on account or in lieu of payment 
of, or in satisfaction of interest, and 


F is the total of all amounts each of which is an 
amount in respect of any taxable dividend paid by 
the corporation on a share of its capital stock 
before the particular time and after the com- 
mencement of its first taxation year commencing 
after 1971, equal to the amount in respect of the 
dividend determined under the definition “allow- 
able refund” in subsection (8): 

Related Provisions: 88(2)(a) — Winding-up of Canadian corpo- 

ration; 87(2)(cc) — Amalgamation — non-resident-owned invest- 


ment corporation; 257 — Formula amounts cannot calculate to less 
than zero. 
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Pre-RSC History: The definition “allowable refundable tax on 
hand” was para. 133(9)(a). Descriptive subparagraphs have been 
replaced by the formula. The pre-R.S.C. version read: 


(a) “allowable refundable tax on hand” of a corporation at 
any particular time means the amount, if any, by which the 


aggregate of 


(i) all amounts each of which is an amount in respect of 
any taxation year commencing after 1971 and ending 
before the particular time, equal to the tax under this 
Part payable by the corporation for the year, 


(ii) 15% of the amount determined under subparagraph 
(b)(ii) in respect of the corporation, and 


(ii.1) where the corporation’s 1972 taxation year com- C 


menced before 1972, 10% of the amount that would be 
determined under subparagraph (b)(iii) if the reference 
in that subparagraph to “the 1972 taxation year or any 
taxation year referred to in subparagraph (i)” were read 
as a reference to “the 1972 taxation year” 


exceeds the aggregate of amounts each of which is 


(iii) an amount in respect of the 1972 taxation year or 
any taxation year referred to in subparagraph (i), equal 
to 25% of the amount, if any,-by which the aggregate of 
the corporation’s taxable capital gains for the year from 
dispositions after 1971 of property described in para- 
graph (1)(c) exceeds the aggregate of 


(A) its allowable capital losses for the year from dis- 
positions after 1971 of property described in that 
paragraph, and 
(B) the amount deductible from its income for the 
year by virtue of paragraph (2)(c) 
(such gains and losses being computed in accordance 
with the assumption set forth in paragraph .(J)(a)), 


(iv) 4 of any amount paid or credited by the corporation 
after the commencement of its 1972 taxation. year and 
before the particular time, as, on account or in lieu of 


payment of, or in satisfaction of interest, or D 


(v) an amount in respect of any taxable dividend paid by 
the corporation on a share of its capital stock before the 
particular time and after the commencement of its first 
taxation year commencing after 1971, equal to the 
amount in respect of the dividend determined under par- 
agraph (8)(a); and 


M is the total of all amounts received by the cor- 
poration as described in paragraph 196(4)(b), 
and 


Nis the lesser of the amount determined under 
paragraph 196(4)(e) in respect of the corpora- 
tion and the amount, if any, by which the total 
of amounts determined under paragraphs 
196(4)(d) to (f) in respect of the corporation 
exceeds the total of amounts determined under 
paragraphs 196(4)(a) to (c) in respect of the 
corporation, 


is the total of all amounts each of which is an 
amount, in respect of the 1972 taxation year or 


any taxation year commencing after 1971 and 


ending before the particular time, determined by 
the formula 


P-—-(Q+R) 
where 


P is the total of the corporation’s taxable capital 
gains for the year from dispositions after 1971 
of property described in paragraph (1)(c), 
computed in accordance with the assumption 
set out in paragraph (1)(d), 


Q is the total of the corporation’s allowable cap- 
ital losses for the year from dispositions after 
1971 of property described in paragraph 
(1)(c), computed in accordance with the same 
assumption, and : 


R is the amount deductible from the corpora- 
tion’s income for the year by virtue of para- 
graph (2)(c), 

is the total of all amounts each of which is an 
amount equal to */; of any amount paid or 
credited by the corporation, after the commence- 
ment of its 1972 taxation year and before the par- 
ticular time, as, on account or in lieu of payment 
of, or in satisfaction of interest, and 


: | E is the total of all amounts each of which is the 
Subpara. 133(9)(a)(ii.1) added by 1974-75-76, c. 26, subsec. 90(3), amount of any taxable dividend paid by the cor- 
applicable to 1972 et seq. : : : 
poration on a share of its capital stock before the 
“cumulative taxable income” of a corporation at particular time and after the commencement of its 
any particular time means the amount determined by first taxation year commencing after 1971. 
the formula a Related Provisions: 88(2)(a) — Winding-up of Canadian corpo- 
ration; 157(3) — Private, mutual and non-resident-owned_invest- 
Cpe) Re (Cir oe ae) ment corporation; 257 — Formula amounts cannot calculate to less 
than zero. 


where 


; Pils’ : Pre-RSC History: The definition “cumulative taxable income” 
A is the total of the corporation's taxable incomes was para. 133(9)(b). Descriptive subparagraphs have been re- 


for taxation years commencing after 1971 and | placed by the formula. The pre-R.S.C. version, read: 


ending before the particular time, 

B_ where the corporation’s 1972 taxation year com- 
menced before 1972, is the amount determined 
by the formula 

L-(M+N) 
where 


L is the corporation’s taxable income for its 
1972 taxation year, 


1189 


(b) “cumulative taxable income” — “cumulative taxable in- 
come” of a corporation at any particular time means the 
amount, if any, by which the aggregate of 
(i) its taxable incomes for taxation years commencing af- 
ter 1971 and ending before the particular time, and 


(ii) where the corporation’s 1972 taxation year com- 
menced before 1972, the amount, if any, by which tts tax- 
able income for that: year exceeds the aggregate of 


(A) all amounts received by the corporation as de- 
scribed in paragraph 196(4)(b), and 


S. 133(9) 


(B) the lesser of the amount determined under para- 

. graph 196(4)(e) in respect of the corporation and the 
amount, if any, by which the aggregate of amounts 
determined under paragraphs 196(4)(d) to (f) in re- 
spect of the: corporation exceeds the aggregate of 
amounts. determined under paragraphs.196(4)(a) to 
(€),in respect of the corporation, 


exceeds the aggregate of amounts each of which is 


(iti) an amount in respect of the 1972 taxation year or 
any taxation year referred to in subparagraph (i), equal 
to the amount, if any, by which the aggregate of the cor- 
poration’s taxable capital gains for the year from dispo- 
sitions after 1971 of property described in paragraph 
(1)(c) exceeds the aggregate of | 13. Si 


(A) its allowable capital losses for the’ year from dis- 
positions after 1971 of property described in: that 
paragraph, and’ 


(B) the amount deductible from its income for the 
year by virtue of paragraph (2)(c) 


(such gains and losses being computed in accordance 
with the assumption set forth in paragraph (1)(d)), 


(iv) % of any amount paid or credited by the corporation, 
after the commencement of its 1972 taxation year and 
before the particular time, as, on account or in lieu of 
payment of, or in satisfaction of interest, or’ 


(v) the amount of any taxable dividend paid by the corpo- 
ration on a share of its capital stock before the particular 
time and after the commencement of its first taxation year 
commencing after 197]. 


Selected Cases [subsec. 133(9)]: The Great Atlantic & Pacific © 


Tea Co. Ltd. v.. The: Queen, {1979} C.T.C.509,(SCC) (Refund not 
available when dividend paid prior to end of taxation year). 


Definitions [s. 133]: “allowable capital loss” — 38(b), 248(1); 
“allowable refund” — 133(8); “allowable refundable tax on 
hand” — 133(9); “amount”, “annuity”, “assessment” — 248(1); 
“Canada” — 255; “Canadian property” —.133(8): “capital gain” — 
39(1)(a), 248(1); “capital gains dividend” — 133(7.1);. “capital 
gains dividend account” — 133(8); “capital loss” — 39(1)(b), 
248(1); “capital property” — 54, 248(1): “class of shares” 
248(6); “corporation” —248(1), Interpretation Act 35(1); “cumula- 
tive taxable income” —'133(9); “dividend” — 248(1); “estate” — 
104(1), 248(1); “foreign affiliate” — 95(1), 248(1); “gross reve- 
nue” — 248(1); “incorporated-in Canada” — 248(1)‘corporation in- 
corporated in Canada”; “Minister” — 248(1); “net capital loss” — 
111(8), 248(1); “non-resident” —-248(1); “non-resident-owned in- 
vestment corporation”. — 133(8), 248(1); “person”, “prescribed” — 
248(1); “resident in Canada” — 250; “share”, “shareholder” — 
248(1); “taxable Canadian property” — 115(¢1)(b), 248(1); “taxable 
capital gain” — 38(a), 248(1); “taxable dividend” — 133(8), 89(1), 
248(1); “taxable income” — 2(2), 248(1); “taxation year” — 249: 
“taxpayer” — 248(1): “trust? — 104(1), 248(1), (3); “writing” — 
Interpretation Act 35(1). 

Regulations [s. 133]: 500-502 (prescribed manner of making 


and revoking elections; certified statement required with annual 
return). uh eee 


134. Non-resident-owned corporation not a 
Canadian corporation, etc. — Notwithstanding 
any other provision of. this. Act, a, non-resident- 
owned investment corporation that would, but for 
this section, be a Canadian corporation, taxable Ca- 
nadian corporation or private corporation shall be 
deemed not to be a Canadian corporation, taxable 
Canadian corporation or private corporation, as the 
case may be, except for the purposes of section 87, 
subsection 88(2) and sections 212.1 and 219. 
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Pre-RSC History: S. 134 substituted by 1985,-c: 45, subsec. 
78(1), applicable after 1984. S$. 134 formerly. read: 


134. N.R.O. deemed not to be Canadian or private cor- 
poration — Notwithstanding any other provision of this Act, 
a non-resident-owned investment corporation that would, but 
for this section, be a Canadian corporation or private corpora- 
tion shall be deemed not to be a Canadian corporation or pri- 
vate corporation, as the case may be, except for the purposes 
of subsection 88(2) and sections. 87, 212.1 and 219. 


S. 134 substituted by 1980-81-82-83, c. 140, s. 92; applicable after 
Noyember 12, 1981 to substitute “sections 87, 212.1 and 219” for 
“sections 87 and edo’, 


S. 134 substituted by 1977-78, c. 1, s. 67, applicable after December 
31,, 1978, to substitute “subsection 88(2)” for “subsections 83(1) 
and 88(2)”. 


S. 134 substituted by 1973-74, c..14, s. 43; applicable to 1972 et 


Seq. 


Definitions: “Canadian corporation” — 89(1), 248(1); “non-resi- 
dent-owned investment corporation”. — 133(8), 248(1); “private 
corporation”, “taxable. Canadian corporation” — 89(1), 248(1). 


| Patronage Dividends 


135. (1) Deduction in computing income — 
Notwithstanding anything in this Part, there may be 
deducted, in computing the income of a taxpayer for - 
a taxation year, the total of the payments. made, pur- 
suant to allocations in proportion to patronage, by 
the taxpayer. 


(a) within the year or within 12 months thereafter 
to the 'taxpayer’s customers of the year; and 


~(b) within the year or within 12 months thereafter 
to the taxpayer’s customers of a previous year, 
the deduction of which from income of a previ- 
Ous taxation year was not permitted. _ 


Related Provisions;:. 20(1)(u) — Deduction. from income for 
amount, allowed. under 135(1);.135(2) — Limitation —.non-member 
customers; 135(4)— Definitions; 136 — Cooperative. deemed not 
to be private corporation; 157(2) Exemption from instalment ob- 
ligations where taxable income not over $10,000; 181.2(3)g) — 
Large corporations tax — deduction from capital; 212(1)(g) — 
Non-resident withholding tax. Longin ashi. 


Selected Cases [subsec. 135(1)]: The Queen v. Consumers’ 
Co-operative Refineries Ltd., [1987] 2.C.T.G. 204 (FCA) (Deduc- 
tion of, patronage dividends. allowed even, though payments. not 
made to all customers); Interprovincial Co-operative Ltd. v. The 
Queen, [1987] 1 C.T.C. 222 (FCTD) (Different billing procedures 
did not affect right.to deduction by cooperative): Sedgewick Co- 
operative Association Ltd. v. Thé Queen, [1984] C.T.C. 14 (FCTD) 
(Capital gain added to business income for calculation of patronage 


dividends). ; 


Regulations: 218 (information return). 
Interpretation Bulletins: See, list at end: of s. 135. ¢ 


Forms: T2S(16): Patronage dividend deduction. _. 


(2) Limitation’ where non-member  cus- 
tomer — Notwithstanding subsection (1), if the tax- 
payer has not made allocations in proportion to pa- 
tronage in respect of all the taxpayer’s customers of 
the year at the same rate, with appropriate differ- 
ences for different types or classes of goods, prod- 
ucts or services, or classes, grades or qualities 
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thereof, the amount that may be deducted under sub- 
section (1) is an amount equal to the lesser of 


(a) the total of the payments mentioned in that 
subsection, and . 


at the total of 


(i) the part of the income of the taxpayer for 
the year attributable to business done with 
members, and 


(11) the allocations in proportion to patronage 
made to non-member customers of the ior 


Related Provisions: 135(2.1) — Carryforward. 


Pre-RSC History: That portion of subsec. 135(2) preceding para. 
(a) amended by 1987, c..46, subsec. 47(1), to substitute “under sub- 
section (1)” for “under this section”, applicable to 1987 et seq. 


Interpretation Bulletins: See list at end of s. 135. 


(2.1) Deduction carried over — Where, in a tax- 
ation year ending after 1985, all or a portion of a 
payment made by a taxpayer pursuant to an alloca- 
tion in proportion to patronage to the taxpayer’s cus- 
tomers who are members is not deductible in com- 
puting the taxpayer’s income for the year because of 
the application of subsection (2) (an this subsection 
referred to as the “‘undeducted amount’), there may 
be deducted in computing the taxpayer’s income for 
a subsequent taxation year, an amount equal:to the 
lesser. of 


(a) the undeducted amount, except to the extent 
that that amount was deducted in computing the 
taxpayer’s income for any preceding taxation 
year, and 


(b) the amount, if any, by which 


(i) the taxpayer’s income for the subsequent 
taxation year (computed without reference to 
this subsection) attributable to business done 
with the taxpayer’s customers of that year 
who are members 


exceeds 


(ii) the amount deducted in computing the tax- 
payer’s income for the subsequent taxation 
year by virtue of subsection (1) in respect of 
payments made by the taxpayer pursuant. to 
allocations in proportion to patronage to the 
taxpayer’s customers.of that year who .are 
members. 


Pre-RSC History: Subsec. 135(2.1) added by 1987, c. 46, subsec. 
47(2), applicable to 1987 et seq. 


Interpretation Bulletins: See list at end of s. 135. 


(3) Amount to be deducted or withheld from. 


payment to customer — Where at any particular 
time in a calendar. year and. after 1971 a payment 
pursuant to an allocation in proportion to patronage 
is made by a taxpayer to a person who is resident in 
Canada and is not exempt from tax under section 
149, the taxpayer shall, notwithstanding any agree- 
ment or any law to the contrary, deduct or withhold 
therefrom an amount equal to.15% of the lesser of 


S.. 135(4) con 


the amount of the payment and the. amount, if, any, 
by. which 


(a) the total of the amount of the payment and the 
amounts of all other payments pursuant to alloca- 
tions in proportion to patronage made by the tax- 
payer to that person in the calendar’ Pade and 
before the particular time aG 


exceeds 
(b) $100, 


and forthwith remit that amount to the Receiver Gan 
eral on behalf of that person on account of that te 
son’s tax under this Part. 

Related Provisions: 127(6) — Investment tax credit of coopera- 
tive corporation; 135(2) — Limitation — non-member customers; 
135(6) — Amount of payment to customers; 227(1), (4), (5), (8.3), 
(8.4), (9), (9.2), (9.4), (11), (12), (13) — Witholding taxes — ad- 
ministration and enforcement; 227.1 — Liability of directors, 


Pre-RSC History: “Receiver General” substituted for “Receiver 
General of Canada” by 1980-81-82-83, c. 48, s, 115. 


That portion of subsec. 135(3) Atracn ps para. (a) substituted by 
1973-74, c. 14, s. 44. 


Interpretation Bulletins: See list at end of s. 135. 


Forms: T2S(16): Patronage dividend deduction; T4A Supp: State- 
ment of pension, retirement, annuity, and other income. 


(4) Definitions — For the purposes: of this.section; 


“allocation in proportion to patronage” for a taxa- 
tion year means an amount credited by a taxpayer to 
a customer of that year on terms that the customer is 
entitled to or will receive payment thereof, computed 
at a rate.in relation to the quantity, quality or value 
of the goods or products acquired, marketed, han- 
dled, dealt in or sold, or services rendered by the tax- 
payer from, on behalf of or to the customer, whether 
as principal or as agent of the customer or otherwise, 
with appropriate differences in the rate for different 
classes, grades or qualities thereof, if 


(a) the amount was credited _ 


(1) within the year: or within 12 months there- 
after, and 


(ii) at the same rate in relation to quantity, 
quality or value aforesaid as the rate at which 
amounts were similarly credited to all other 
customers of that year who were members or 
to all other customers of that year, as the case 
may be, with appropriate differences:aforesaid 
for different classes, grades or qualities, and 


(b) the prospect that amounts would be so 
credited was held out by the taxpayer to the tax- 
payer’s customers of that year who were mem- 
bers or non-member customers of that year, as 
the case may be; 


Related Provisions: 135(1) — Deduction for allocations; 
212(1)(g) — Withholding tax on allocations to non-residents. 


“consumer goods or services” means goods or ser- 
vices the cost of which was not deductible by the 
taxpayer in computing the income from a business or 


property; 
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“customer” means a customer of a taxpayer and in- 
cludes a person who sells or delivers goods or prod- 
ucts to the taxpayer, or for whom the taxpayer. ren- 
ders. services; 


“income of the taxpayer attributable to business 
done with members” of any taxation year means 
that proportion of the income of the taxpayer for the 
year (before making any deduction under this sec- 
tion) that the value of the goods or products ac- 
quired, marketed, handled, dealt in or sold or ser- 
vices rendered by the taxpayer from, on behalf of, or 
for members, is of the total value of goods or prod- 
ucts acquired, marketed, handled, dealt in or sold or 
services rendered by the taxpayer from, on behalf of, 
or for all customers during the year; 


“member” means a person who is entitled as a 
member or shareholder to full voting rights in the 
conduct of the affairs of the taxpayer (being a corpo- 
ration) or of a corporation of which the taxpayer is a 
subsidiary wholly-owned corporation; 


“non-member customer” means a customer who is 
not a member; 


“payment” includes 


(a) the issue of a certificate of indebtedness or 
Shares of the taxpayer or of a corporation of 
which the taxpayer is a subsidiary wholly-owned 
corporation if the taxpayer or that corporation has 
in the year or within 12 months thereafter dis- 
bursed an amount of money equal to the total 
face value of all certificates or shares so issued in 
the course of redeeming or purchasing certificates 
of indebtedness or shares of the taxpayer or that 
corporation previously issued, 


(b) the application by the taxpayer of an amount 
to a member’s liability to the taxpayer (including, 
without restricting the generality of the forego- 
ing, an amount applied in fulfilment of an obliga- 
tion of the member to make a loan to the taxpayer 
and an amount applied on account of payment for 
shares issued to a member) pursuant to a by-law 
of the taxpayer, pursuant to statutory authority or 
at the request of the member, or 


(c) the amount of a payment or transfer by the 
taxpayer that, under subsection 56(2), is required 
to. be included in computing the income of a 
member. ) 


Pre-RSC History: The definition “allocation in proportion to 
patronage” was para. 135(4)(a); “consumer goods or services”, 
135(4)(b); “customer”, 135(4)(c); “income of the taxpayer attribu- 
table ... members”, 135(4)(d); “member”, 135(4)(e); “non-member 
customer”, 135(4)(f); “payment”, 135(4)(g), 


Interpretation Bulletins: See list at end of s. 135. 
(5) Holding out prospect of allocations — For 


the purpose of this section a taxpayer shall be 
deemed to have held out the prospect that amounts 
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would be credited to a customer of a taxation year by 
way of allocation in proportion to patronage, if 


(a) throughout the year the statute under. which 
the taxpayer was incorporated or registered, its 
charter, articles of association or by-laws or its 
contract with the customer held out the prospect 
that amounts would be so credited to customers 
‘who are members or non-member customers, as 
the case may be; or 


(b) prior to the commencement. of the year or 
prior to such other day as may be prescribed for 
the class of business in which the taxpayer is en- 
gaged, the taxpayer has published an advertise: 
ment in prescribed form in a newspaper or news- 
papers of general circulation throughout the 
greater part of the area in which the taxpayer car- 
ried on business holding out that prospect to cus- 
tomers who are members or non-member custom- 
ers, as the case may be, and has filed copies of 
the newspapers with the Minister before the end 
of the 30th day of the taxation year or within 30 
days from the prescribed day, as the case may be. 


Related Provisions: 20(1)(u) — Patronage dividends. 


Interpretation Bulletins: See list at end of s. 135. 


(6) Amount of payment to customer — For 
greater certainty, the amount of any payment pursu- 
ant to an allocation in proportion to patronage is the 
amount thereof determined before deducting any 
amount. required by subsection (3) to be deducted or 
withheld from that payment. 


Related Provisions: 20(1)(u) — Deduction — patronage divi- 
dends; 135(3) — Amount to be deducted or withheld from payment 
to customer; 157(2)— Exemption from instalment obligations 
where taxable income not over $10,000. 


Interpretation Bulletins: See list at end of s. 135. 


(7) Payment to customer to be included in in- 
come — Where a payment pursuant to an allocation 
in proportion to patronage (other than an allocation 
in respect of consumer goods or services) has been 
received by the taxpayer, the amount of the payment 
shall be included in computing the recipient’s in- 
come for the taxation year in which the payment was 
received and, without restricting the generality of the 
foregoing, where a certificate of indebtedness or a 
share was issued to a person pursuant to an alloca- 
tion.in proportion to patronage, the amount of the 
payment by virtue of the issue thereof shall be in- 
cluded in computing the recipient’s income>for the 
taxation year in which the certificate or share was re- 
ceived and not in computing the recipient’s income 
for the year in which the indebtedness was subse- 
quently discharged or the share was redeemed. 


Related Provisions: 20(1 )(u) — Patronage dividend deduction; 
212(1)(g) — Non-resident withholding tax. 


Interpretation Bulletins: See list at end of s. 135. 


Forms: T2S(16): Patronage dividend deduction: T4A Supp: State- 
ment of pension, retirement, annuity, and other income. 
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(8) Patronage dividends — For the purposes of 
this section, where 


(a) a person has sold or delivered a quantity of 
goods or products to a marketing board estab- 
lished by or pursuant to a law of Canada or a 
province, 


(b) the marketing board has sold or delivered the 
same quantity of goods or products of the same 
class, grade or quality to.a taxpayer of which the 
person is a member, and 


(c) the taxpayer has credited that person with an 
amount based on the quantity of goods or prod- 
ucts of that class, grade or quality sold or deliv- 
ered to it by the marketing board, 


the quantity of goods or products referred to in para- 
graph (c) shall be deemed to have been sold or deliv- 
ered by that person to the taxpayer and to have been 
acquired by the taxpayer from that person. 


Pre-RSC History: Subsec. 135(8) added by 1974-75-76, c. 26, s. 
91, applicable to 1969 et seq. 


Definitions [s. 135]: “amount”, “business” — 248(1); “calendar 
year” — Interpretation Act 37(1)(a); “Canada” — 255; “corpora- 
tion” — 248(1), Interpretation Act 35(1); “Minister”, “person”, 
“prescribed”, “property” — 248(1); “province” — Interpretation 
AGCIBS GY 13 “share”, “subsidiary 
wholly-owned. corporation” — 248(1); “taxation year” — 249; “‘tax- 
payer’ — 248(1). See also 135(4). 


Regulations [s. 135]: 218 (information return). 


Interpretation Bulletins [s. 135]: IT-362R: Patronage’ divi- 
dends; IT-493: Agency cooperative corporations. 


Cooperative Corporations 


136. (1) Cooperative not private corpora- 
tion — Notwithstanding any other provision of this 
Act, a cooperative corporation that would, but for 
this section, be a private corporation is deemed not 
to be a private corporation except for the purposes of 
SECUONSAL OMe Ly Os cost loi hae selon] D2 ane che) 7, 
the definition “mark-to-market property” in subsec- 
tion 142.2(1) and the definition “small business cor- 
poration” in subsection 248(1) as it applies for the 
purpose of paragraph 39(1)(c). 

History: amended by 1998, c. 19, s. 161, applicable to taxation 


years that end after February 22, 1994. Subsec. 136(1) formerly 
read: 


136. (1) Cooperative not private corporation — Notwith- 
standing any other provision of this Act, a cooperative corpo- 
ration that would, but for this section, be a private corporation 
shall be deemed not to be a private corporation, except for the 
purposes of sections 15.1, 125, 125.1, 127, 127.1, 152 and 
157 and the definition “small business corporation” in sub- 
section 248(1) as it applies for the purpose of paragraph 
39(1)(c). 


Subsec. 136(1) amended by 1994, c. 7, Sch. If (1991, c. 49), s. 112, 
to substitute “125, 125.1” for “123.1, 125”, applicable after June 
1988 except that in its application before April 28, 1989, the subsec. 
shall be read without the reference to s. 152. 


Pre-RSC History: Subsec. 136(1) amended by 1990, c. 39, s. 34, 


to substitute “127.1, 152 and 157” for “127.1 and 157”, applicable 
after April 27, 1989. 


S. 136 


Subsec. 136(1) amended by 1986, c. 55, s. 54, applicable after 1985, 
to substitute “‘sections 15.1” for “section 15.1” and to add “and the 
definition ‘small business corporation’ in subsection 248(1) as it ap- 
plies for the purposes of paragraph.39(1)(c)”, 

Subsec. 136(1) substituted by 1986, ¢..6, s. 11, to add reference to s. 
123.1, applicable to 1985 et seg. 


Subsec. 136(1) and heading substituted By 1985, c. 45, subsec. 
79(1), applicable to 1985 et seg., to delete reference to sections 
123.4 and 123.5, and to add reference to section 157. The heading 
formerly read: “Cooperative corporation deemed not to be private 
corporation”. 


Subsec. 136(1) substituted by 1984, c. 45, s. 51, to add reference to 
ss. 15.1, 127 and 127.1, applicable after December 11, 1979, except 
that subsec. 136(1) shall, in its application to the 1984 and prior 
taxation years, be read without reference to sections 127 and 127.1. 


Subsec. 136(1) substituted by 1980-81-82-83, c. 140, s. 93, applica- 
ble to taxation years ending after 1981 to substitute “sections 123.4, 
123.5 and 125” for “section 125.” 


Subsec, 136(1) substituted by 1973-74, c. 14,'s. 45, applicable to 
1972 et seq. 


(2) Definition of “cooperative corporation” — 
In this section, “cooperative corporation” means a 
corporation that was incorporated by or under a law 
of Canada or a province providing for the establish- 
ment of the corporation or respecting the establish- 
ment of cooperative corporations for the purpose of 
marketing (including processing incident to or con- 
nected therewith) natural products belonging to or 
acquired from its members or customers, of purchas- 
ing supplies, equipment or household necessaries for 
or to be sold to its members or customers or of per- 
forming services for its members or customers, if 


(a) the statute by or under which it was incorpo- 
rated, ‘its charter, articles of association or by- 
laws or its contracts with its members or its mem- 
bers and customers held out the prospect that 
payments would be made to them in proportion to 
patronage; 


(b) none of its members (except other cooperative 
corporations) have more than one vote in the con- 
duct of the affairs of the corporation; and 


(c) at least 90% of its members are individuals, 
other cooperative corporations, or corporations or 
partnerships that carry on the business of farm- 
ing, and at least 90% of its shares, if any, are held 
by those persons or partnerships. 
Pre-RSC History: Para. 136(2)(c) substituted by 1987, c. 46, s. 
48, applicable to 1987 et seg. Para.136(2)(c) formerly read: ' 
(c) at least 90% of its members are individuals or other coop- 
erative corporations and at least 90% of its shares, if any, are 
held by such persons. 
Related Provisions [s. 136]: 15.1(3) — Eligible small business 
corporation; 89(1)‘paid-up capital”(b) — Paid-up capital of cooper- 
ative corporation; 125 — Small business deduction; 127(6)— In- 
vestment tax credit of cooperative corporation;, 135 — Patronage 
dividend; 137 — Deductions in computing income; 181.1(3)(f) — 
Certain cooperative corporations exempt from Part I.3 tax; 
248(1) — “share” includes a share of a cooperative corporation. 


Definitions [s. 136]: “carrying on business” — 253; “corpora- 
tion” ; “farming”, “individual”, 
“person” — 248(1); “ “prov- 


ince”'— Interpretation Act 35(1); “share”, “small business corpora- 


tion” — 248(1). 
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Interpretation Bulletins [s. 136]: IT-493: Agency cooperative 
corporations. 


Credit Unions, Savings and Credit 
Unions and Deposit Insurance 
Corporations 


137. (1) [Repealed under former Act] 


Pre-RSC History: Subsec. 137(1) repealed by 1988, c. 55, subsec, 
123(1), applicable (by subsec. 123(4), as amended by 1991, c. 49, s. 
244, deemed in force September 13, 1988) to taxation years of a 
credit union that commence after June 17, 1987 and end after 1987, 
except that, in its application to the first such taxation year, subsec. 
137(1) shall be read as follows: 


137. (1) In computing the income for a taxation year of a 
credit union or a savings and credit union (in this Act referred 
to as a “credit union’’) 


(c) there shall be included any amount deducted under 
patagraph (a).or.(b)-as a reserve in computing the credit 
union’s income for the immediately preceding taxation 
year; and 


(d) there may be deducted the prescribed amount of the, 
credit union’s 1971 reserve adjustment. 


Subsec. 137(1) formerly read: 


137. (1) Deductions in computing income — In computing 
the income for a taxation year of a credit union or a savings 
and credit union (in this Act referred ’to as a “credit union”), 


(a) there may be deducted as a reserve in respect of 
bonds, debentures, agreements of sale, mortgages or hy- 
pothecs, in lieu of any deduction in respect thereof under 
paragraph 20(1)(1), such amount as may ‘be claimed by 
the credit. union, not exceeding a prescribed: amount; 


(b) there may be deducted as a reserve in respéct of debts 
owing to the credit union (other than any debt described 
in paragraph (a)), in lieu of any deduction in respect 
thereof under paragraph 20(1)(1), such amount as may be 
claimed by the credit union, not exceeding a prescribed 
amount; 


(c) there shall be included. any amount deducted under 
paragraph (a) or (b) asa reserve in computing the credit 
union’s income for the immediately preceding taxation 
year; and 


(d) no deduction may be made under section 33: 


(2) Payments pursuant to allocations in 
proportion to borrowing — Notwithstanding an- 
ything in this Part, there may be deducted, in com- 
puting the income for a taxation year. of a credit 
union, the total of bonus interest payments and pay- 
ments pursuant to allocations in proportion to bor- 
rowing made by the credit union within the year or 
within 12 months thereafter to members of the credit 
union, to the extent that those payments were not de- 
ductible under this subsection in computing the in- 
come of the credit union for the immediately preced- 
ing taxation year. 


Related Provisions: 110.1(1)(a) — Subsec. 137(2) ignored for 
purposes of charitable donations limit; 135 — Patronage dividends; 
137(6) — Maximum cumulative reserve; 157(2) — Instalment obli- 
gations — special case; 181.3(3)(a)— Capital of financial 
institution. 
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Pre-RSC History: Subsec..137(2) substituted by. 1980-81-82-83, 
c. 48, subsec. 78(1), applicable to taxation years ending after Octo- 
ber 28, 1980. Subsec. 137(2) formerly read: 


(2) Notwithstanding anything in this Part, there may be de- 
ducted, in computing the income for a taxation year of a 
credit union, the aggregate of the payments made, pursuant to 
allocations in proportion to borrowing, by the credit union 
within the year or within 12 months thereafter to members of 
the credit union, to the extent that such payments were not 
deductible under this subsection in computing the income of 
the credit union for the immediately preceding taxation year. 


Interpretation Bulletins: IT-483: Credit unions. 


(3) Additional deduction — There may be de- 
ducted from the, tax otherwise payable, under. this 
Part for a taxation year. by a corporation that was, 
throughout the year, a credit union, an amount equal 
to 16% of the amount, if any, by which the lesser of 


(a) the corporation’s taxable income for the year, 
and 


(b) the amount, if any, by Hie “/3 of the corpo- 
ration’s maximum cumulative reserve at the. end 
of the year exceeds the corporation’s preferred- 
rate amount at the end of the immediately. preced- 
ing taxation year 


exceeds 


(c) the least of the amounts determined under 
paragraphs 125(1)(a) to (c) in respect of the cor- 
poration for the year. 


Related Provisions: 123.2 — Corporation’ surtax “calculated 
before deducting credit under 137(3). 


Pre-RSC History: That portion of subsec. 137(3) preceding para. 
(a) amended to substitute: *16%” for “21%”; by 1988, ¢. 55, subsec. 
123(2), applicable to taxation years ending after June 1988, except 
that in its application to a taxation year of a corporation commenc- 
ing before July 1988 and ending after June 1988, there shall be ad- 
ded to the amount otherwise determined under subsec. 137(3) in-re- 
spect of the corporation for the year that proportion of 5% of the 
excess determined under subsec. 137(3) in respect of the corpora- 
tion. for the year that the number of days in the year that are before 
July 1988 is of the number of days in the year, 


Subsec..137(3) substituted by 1984, c. 45, subsec. 52(1),. applicable 
to. 1985 et seq, Subsec. 137(3) formerly read: 


(3), Additional deduction — There: may. be dedutied he 
the tax otherwise payable under this: Part for a taxation. year 
by a corporation that was, throughout the year, a credit union, 
an amount equal to 25% of the lesser of 


(a) the amount, if any, by which 
(1) the corporation’s taxable income for the year 
exceeds. . 


(ii) the least of the amounts determined ‘under 
paragraphs 125(1)(a) to (d) in rupee of the Rorpere 
tion for the year, and 


(b) the amount, if any, by which : 
(i) *4 of the corporation’s maximum cumulative te- 
serve at the end of the year 

exceeds 


(ii) the aggregate of the corporation’s preferred-rate 
amount (within the meaning assigned by subsection 
190(2)) at the end of the immediately preceding taxa- 
tion year and the-amount determined under) erent 
graph (a)(ii), 
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except that in applying this subsection for a taxation year 
after the 1972 taxation year, the reference in this subsec- 
tion to “25%” shall be read as a reference to “24%” for 
the 1973 taxation year, “23%” for the 1974 taxation year, 
“22%” for the 1975 taxation year, and “21%” for the 
1976 and subsequent taxation years. 


Subpara. 137(3)(b)(ii) substituted by 1973-74, c. 14, subsec. 46(1), 
applicable to 1972 et seq. 


Interpretation Bulletins: IT-483: Credit unions. 


(4) Amount deemed deductible under section 
125 — For the purposes of this Act, any amount de- 
ductible or any deduction under subsection (3) from 
the tax otherwise payable by a credit union under 
this Part for a taxation year shall be deemed to be an 
amount deductible or a deduction, as the case may 
be, under section 125 from that tax. 


Related Provisions: 125 — Small business deduction; 137(6) — 
Maximum cumulative reserve. 


Interpretation Bulletins: IT-483: Credit unions. 


(4.1) Payments in respect of shares — Not- 
withstanding any other provision of this Act, an 
amount paid or payable by a credit union to a mem- 
ber thereof in respect of a share of a class of the cap- 
ital stock of the credit union (other than any such 
amount paid or payable as or.on account of a reduc- 
tion of the paid-up capital, redemption, acquisition 
or cancellation of the share by the credit union to the 
extent of the paid-up capital of the share). shall, 
where the share is not listed on a prescribed. stock 
exchange, be deemed to have been paid or payable, 
as the case may be, by the credit union as interest 
and to have been received or to have been receiva- 
ble, as, the case may be, by the member as interest. 
Related Provisions: 12(1)(c) — Interest included in income; 
84(4) — Deemed dividend on reduction of paid-up capital where 


share is listed on prescribed stock exchange; 137(4.2) — Deemed 
interest not a dividend. 


History: Subsec. 137(4.1) substituted by 1994, c. 21, s. 64, applica- 
ble to transactions occurring after December 21,1992. That subsec. 
formerly read: 


(4.1) Amount paid in respect of members’ share deemed 
paid as interest — Notwithstanding any other provisions of 
this Act, any amount paid or payable by a credit union to a 
member thereof in respect of the member’s share in the credit 
union, other than any such amount paid or payable as or on 
account of a reduction of the paid-up capital, redemption, ac- 
quisition or cancellation by the credit union of the member’s 
share to the extent of the paid-up capital of that share, shall be 
deemed to have been paid or payable, as the case may be, by 
ithe credit union as interest and, when received by the mem- 
ber, to have been received by the member as interest. 


Regulations: 3200 (prescribed stock exchange; needs to be 
amended to apply to 137(4.1)). 


Interpretation Bulletins: IT-483: Credit unions. 


(4.2) Deemed interest not a dividend — Not- 
withstanding any other provision of this Act, an 
amount that is deemed by subsection (4.1) to be in- 
terest shall be deemed not to be a dividend. 

Related Provisions: 84(2) — Deemed dividend on winding-up; 


84(3) — Deemed dividend on redemption of shares; 84(4) — 
Deemed dividend — reduction of paid-up capital. 


S.. 137(4.3) 


History: Subsec. 137(4.2) substituted by 1994, c. 21, s. 64, applica- 
ble to transactions occurring after December 21, 1992. That subsec. 
formerly read: 


(4.2) Application of section 84 — Subsections 84(2), (3) 
and (4) do not apply to deem a dividend to have been paid by 
a corporation to any of its shareholders, or to deem any of the 
shareholders of a corporation to have received a dividend on 
any shares of the capital stock of the corporation, if at the 
time the dividend would, but for this subsection, be deemed 
by subsection 84(2), (3) or (4): to have been so paid or re- 
ceived, as the case may be, the corporation was a credit 
union. 


Pre-RSC History: Subsecs. 137(4.1) substituted, 137(4.2) added 
by 1974-75-76, c. 26, subsec. 92(1), applicable to 1972 et seg. 


Interpretation Bulletins: IT-483: Credit unions. 


(4.3) Determination of preferred-rate amount 
of a corporation — For the purposes of subsection 


(3); 


(a) the preferred-rate amount of a corporation at 
the end of a taxation year is an amount equal to 
the total of its preferred-rate amount at the end of 
its immediately preceding taxation year and 7/4 of 
the amount deductible under section 125 from the 
tax for the year otherwise payable by it under thi 

Part; 


(b) where at any time a new corporation has been 
formed as a result of an amalgamation of two or 
more predecessor corporations, within the mean- 
ing of subsection 87(1), it shall be deemed ‘to 
have had a taxation year ending immediately 
before that time and to have had, at the end of 
that year, a preferred-rate amount equal to the to- 
tal of the preferred-rate amounts of each of the 
predecessor corporations at the end of their, last 
taxation years; and 


(c) where there has been a winding-up as de- 
scribed in subsection 88(1), the preferred-rate 
amount of the parent (referred to in that subsec- 
tion) at the end of its taxation year immediately 
preceding its taxation year in which it received 
the assets of the subsidiary (referred: to in that 
subsection) on the winding-up shall be deemed to 
be the total of the amount that would otherwise 
be its preferred-rate amount at the end of that 
year and the preferred-rate amount of the subsidi- 
ary at the end of its taxation year in which its as- 
sets were distributed to the parent on the wind- 


ing-up. 


Pre-RSC History: Para. 137(4.3)(a) substituted by 1988, c. 55, 
subsec. 123(3), applicable to taxation years commencing after,June 
1988, except that in the application of para. 137(4.3)(a) to the first 
taxation year of a corporation commencing after June 1988, the pre- 
ferred-rate amount of the corporation at the end of its immediately 
preceding taxation year (in this subsection referred to as “that year”) 
shall be deemed to be an amount equal to the aggregate of its pre- 
ferred-rate amount at the end of the taxation year immediately pre- 
ceding that year and 4 times the amount deductible under s. 125 
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from the tax otherwise payable by the corporation under Part I for 
that year. Para. 137(4.3)(a) formerly read: 


(a) the preferred-rate amount of a corporation at the end of a 
taxation year is 


(i) where the taxation year ended in 1984, the amount de- 
termined under paragraph 190(2)(b), and 


(ii) for any other taxation year, the aggregate of its pre- 
ferred-rate amount at the end of its immediately preced- 

_ ing taxation year and 4 times the amount deductible 
under section 125 from the tax otherwise payable by the 
corporation under this Part for the year; 


Subsec. 137(4.3) added by 1984, c. 45, subsec. 52(3), applicable to 
1985 et seq. 


Interpretation Bulletins: IT-483: Credit unions. 


(5) Member’s income — Where a payment has 
been received by a taxpayer from a credit union in a 
taxation year in respect of an allocation in proportion 
to borrowing, the amount thereof shall, if the money 
so borrowed was used by the taxpayer for the pur- 
pose of earning income from a business or property 
(otherwise than to acquire property the income from 
which would be exempt or to acquire a life insurance 
policy), be included in ecdet ptt al the vegans S in- 
come for the year. 


(5.1). Allocations of taxable dividends and 
capital gains — A credit.union (referred to in this 
subsection and in subsection (5.2) as the “‘payer’’) 
may, at any time within 120 days after the end of its 
taxation year, elect in. prescribed form to allocate in 
respect of the year to a member that is a credit union 
such portion of each of the following amounts as 
may reasonably be tegaies as attributable to the 
member: 


(a) the total of all amounts each of which is the 
amount ‘of a taxable dividend received by the 
payer from a taxable Canadian corporation in the 
year; 


(b) the amount if any, by which 


(i) the total of all amounts each of which is the 
amount by which the payer’s, capital gain 
from the disposition of a property in, the. year 


exceeds the payer’s taxable capital.gain from — 


the disposition 
exceeds 


(ii) the total of all amounts each of which is 
the amount by which the payer’s capital loss 


from the disposition of a property in the year — 


“exceeds the payer’s allowable capital loss 
from the disposition; and 


(c) each amount deductible under paragraph 
(5.2)(c) in computing the payer’s taxable 1 income 
for the year. 


Related Provisions: 137(5.2) — Allocations of taxable oor eeee 
and capital gains. 


History: Para. 137(5.1)(b) substituted and para. (c) added by 1994, 
c. 7, Sch. II (1991, c. 49), subsec. 113(1), applicable to 1988 et seq. 
Para. (b) formerly read: 


(b) the amount, if any, by which the total of the payer’s taxa- 
ble capital gains from dispositions of property in the year ex- 
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ceeds the total of its allowable capital losses ‘from: disposi- 
tions of property in the year. 


Pre-RSC History: Subsec.'137(5.1) added by 1980-81-82-83, c. 
48, subsec. 78(2), applicable to taxation years ending after October 
28, 1980. 


Interpretation Bulletins: IT-483: Credit unions. 


Forms: T2004: Election by a credit union to allocate taxable divi- 
dends and net non-taxable capital gains to member credit unions. 


(5.2) Idem — Notwithstanding any other sunny lato 
of this Act, 


(a) there shall be deducted from the amount that 
would, but for this subsection, be deductible 
under section 112 in computing a payer’s taxable 
income for a taxation year such portion of the to- 
tal referred to in paragraph (5.1)(a) as the payer 
allocated to its members under subsection (5.1) in 
respect of the year; 


(b) there shall be included in computing the in- 

come of a payer for a taxation year an amount 

equal to that portion of the amount-referred to in 

paragraphs (5.1)(b), and (c) that. the payer. allo- 

cated under subsection (5. Ms in respect of the. year 
. to. its members; and 


(c) each amount ‘allocated late toxlibbecileas (SH) . 
to a member may be deducted by that member in 
computing the member’s taxable income for its 
taxation year that includes the last day of the 
‘payer’s taxation year in respect of which the 
amount was so allocated. 

History: Para. 137(5. 2)(c) amended by 1994, ¢. 7, Sch: VII (1993, 

Cc bia s. 79, applicable to. 1991 et seg. Para. (c) formerly read: 
(c) each amount allocated to a member under subsection (5:1) 
may be deducted by that member in computing its taxable in- 


come. for its taxation year during which the amount was.so: 
allocated, ' 


Para.137(5.2)(b) amended by 1994, c. oh Scholl (1991; \c.' 49) sub- 
sec. 113(2), applicable to 1988 et seq. Para. (b) formerly read: 


(b). there shall. be included: in computing: the income “of <a!’ 
payer for a taxatiom year an amount equal to:that portion of « 
the amount referred to in paragraph (5.1)(b) that the-payeral- 
located to its members under subsection (5. I)i in respect of the 
year; and 


Pre-RSC History: Subsec, 137(5.2) added by 1980-81-82.83, c. 
48, subsec. 78(2), ui ings to taxation years ending after October 
28, 1980. 


Interpretation Bulletins: IT-483: Credit unions. 
(6) Definitions — In this section, 


“allocation in proportion to borrowing” for a tax- 
ation year means-an amount credited by a credit 
union to. a person who was a member of the. credit 
union in the year on terms that the member is, enti- 
tied to or will receive payment thereof, computed.at 
a rate in relation to 


(a) the amount of interest payable by the member 
on money borrowed from the credit union, ‘or 


(b) the amount of money borrowed by the mem- 
ber from the credit union, 


if the amount was credited at the. s same rate: in eer 
tion to the amount of interest.or money, as the case 
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may be, as the rate at which amounts were similarly 
credited for the year to all other members of the 
credit union of the same class; 


Pre-RSC History: The definition “allocation in proportion to 
borrowing” was para. 137(6)(a). 


All that portion of para. 137(6)(a) following subpara. (ii) substi- 
tuted, para. 137(6)(a.1) added by 1980-81-82-83, c. 48, subsecs. 
78(3), (4), applicable to taxation years ending after October 28, 
1980. That portion formerly read: 


if the amount was credited within the year or within 12 
months thereafter and at the same rate in relation to the 
amount of interest or money, as the case may be, as the rate at 
which amounts were similarly credited in the year to all other 
members of the credit union of the same class and for this 
purpose a class includes all members for whom the rates of 
interest payable in relation to the money borrowed are the 
same; 


All that portion of para. 137(6)(a) following subpara. (ii) substituted 
by 1974-75-76, c. 26, subsec. 92(3), applicable to 1972 et seq. 


“bonus interest payment” for a taxation year 
means an amount credited by a credit union to a per- 
son who was a member of the credit union in the 
year on terms that the member is entitled to or will 
receive payment thereof, computed at a rate in rela- 
tion to 


(a) the amount of interest payable in respect of 
the year by the credit union to the member on 
money standing to the member’s credit from time 
to time in the records or POpKS of account of the 
credit union, or 


(b) the amount of money standing to the mem- 
ber’s credit from time to time in the year in the 
records or books of account of the credit union, 


if the amount was credited at the same rate in rela- 
tion to the amount of interest or money, as the case 
may be, as the rate at which amounts were ‘similarly 
credited in the year to all other members of the credit 
union of the same class; 


Pre-RSC History: The definition “bonus interest payment” was 
para. 137(6)(a.1). 


“credit union’ means a corporation, association or 
federation incorporated or organized as a credit 
union or cooperative credit society if 


(a) it derived all or substantially all of its reve- 
nues from 


(i) loans made to, or cashing cheques for, 
members, 


(ii) debt obligations or securities of, or guar- 
anteed by, the Government of Canada or a 
province, a Canadian municipality, or an 
agency thereof, or debt obligations or securi- 
ties of a municipal or public body performing 
a function of government in Canada or an 
agency thereof, 


(iii) debt obligations of or deposits with, or 
guaranteed by, a corporation, commission or 
association not less than 90% of the shares or 
capital of which was owned by the Govern- 


S. 137(6) max 


ment of Canada or a province or by a munici- 
pality in Canada, 


(iv) debt obligations of or deposits with, or 
guaranteed by, a bank, or debt obligations of 
or deposits with a corporation licensed or oth- 
erwise authorized under a law of Canada or a 
province to carry on in Canada the business of 
offering to the public its services as trustee, 


(v) charges, fees and dues levied against 
_members or members of members, 


(vi) loans made to or deposits with a credit 
union or cooperative credit society of which it 
is a member, or 


(vii) a prescribed revenue source, 


(b) all or substantially all the members thereof 
having full voting rights therein were corpora- 
tions, associations or federations 


(i) incorporated as credit unions or coopera- 
tive credit societies, all of which derived all or 
substantially all: of their revenues from the 
sources described in paragraph (a), or all or 
substantially all of the members of which 
were credit unions, cooperatives or a combi- 
nation thereof, 


(ii) incorporated, organized or registered 
under, or governed by a law of Canada or a 
province with respect to cooperatives, or 


(iii) incorporated or organized for charitable 
purposes, 


or were corporations, associations or federations 

“no part of the income of which was payable to, or 
otherwise available for the personal benefit of, 
any shareholder or member thereof, or ~ 


(c) the corporation, association or federation 
would be a credit union by virtue of paragraph 
(b) if all the members (other than individuals) 
having full voting rights in each member thereof 
that is a credit union were members having full 
voting rights in the corporation, association or 
federation; 
Related Provisions: 89(1)‘‘paid-up capital’(b) — Paid-up capital 
of credit union; 137.1(7)— Deposit insurance corporation deemed 
not credit: union; 157(2)-—- Exemption from instalment obligations 
where taxable income not over $10,000; 248(1)‘credit union” — 
Definition applies to entire Act; 248(1)“share” — Definition; Reg. 
9002(3) — Mark-to-market rules — property held. by credit union. 
Pre-RSC History: The definition 
137(6)(b). 
Interpretation Bulletins: IT-320R2: RRSP — qualified invest- 
ments; IT-483: Credit unions. 


“credit union” was para. 


“maximum. cumulative reserve” of a credit union 
at the end of any particular taxation year means an 
amount determined by the formula 


0.05 x (A + B) 
where 


A is the total of all amounts each of which is the 
amount of any debt owing by the credit union to a 
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member thereof or of any other obligation of the 
credit union to pay an amount to a member 
thereof, that was outstanding at the end of the 
year, including, for greater certainty, the amount 
of any deposit standing to the credit of a member 
of the credit union in the records of the credit 
union, but excluding, for greater certainty, any 
share in the credit union of any member thereof, 
and 


B is the total of all amounts each of which is the 
amount, as of the end of the year, of any share in 
the credit union of any member thereof: 


Pre-RSC History: The definition “maximum cumulative reserve” 
was para. 137(6)(c). Descriptive subparagraphs have been replaced 
by the formula. The pre-R.S.C. version read: 


_ (c) “maximum cumulative reserve” — “maximum cumula- 
tive reserve” of a credit union.at the end of any particular 
taxation year means an amount equal to 5% or the aggregate 
of amounts each of which is 


(i) the amount of any debt owing by the credit union to a 
member thereof or of any other obligation of the credit 
union to pay an amount to. a member thereof, that was 
outstanding at the end of the year, including, for greater 
certainty, the amount of any deposit standing to the 
credit of a member of the credit union in the records of 
the credit union, but excluding, for greater certainty, any 
share in the credit union of any member thereof, or 


(ii) the amount, as of the end of the year, of any share in 
the credit union of any member thereof; and 


I.T. Application Rules: 58(3.2) (reduction in maximum cumula- 
tive reserve to reflect level at end of 1971). 


“member” of a credit union means a person who is 
recorded .as a member on the records of the credit 
union and is entitled to participate in and use the ser- 
vices of the credit union. 


Related Provisions: Reg. 1404(2)‘acquisition PouisHeanGii 1) — 
Insurer established to provide insurance to credit union members — 
policy reserves. 


Pre-RSC History: The definition “member” was para. 137 6)(d). 


Pre-RSC History [subsec. 137(6)]: 137(6)(b)(i)(D) 
amended by 1992, c. 1, Sch. V, s. 18, to substitute “a bank” for “a 
bank to which the Bank Act or the Quebec Savings Banks Act ap- 
plies,” applicable from February 28, 1992. : 


Cls. 137(6)(b)G)(B)-(D), all that portion of subpara. 137(6)(b)(ii) 
preceding cl. (B), para. 137(6)(d) substituted, cl. 137(6)(b)G)(G), 
subpara. 137(6)(b)(ili) added by 1980-81-82-83, c. 48, subsecs, 
78(5)-(9), applicable after. October 28, 1980. - Cls. 
137(6)(b)(i)(B)D), that portion of subpara. 137(6)(b)@i) and: para. 
137(6)(d) formerly read: 


(B) bonds or securities of or loans to, or guaranteed by, 
the Government of Canada or a province, a Canadian 
municipality, or an agency thereof, or bonds or securities 
of or loans to a municipal or public body performing a 
function of government in Canada or an agency thereof, 


(C) bonds of a corporation, commission or association 
not less than 90% of the shares or capital of which was 
owned by the government of Canada or a province or by 
a municipality in Canada, 


(D) loans to or deposits with a bank to which the Bank 
Act or the Quebec Savings Banks Act applies, or loans to 
or deposits with a corporation licensed or otherwise au- 
thorized under a law of Canada or a province to carry on 
in Canada the business of offering to the public its ser- 
vices as trustee, 
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(ii) all or substantially all the members thereof were corpora- 
tions, associations or federations - 


(A) incorporated as credit unions or cooperative: eredit 
societies, all of which derived all or substantially all of 
their revenues from the sources described in subpara- 
graph (i), or all of whose shares are’ owned by Seni un- 
ions, cooperatives or a combination thereof, 


(d) “member” of a credit union means a person who is enti- 
tled as a member or shareholder to full voting rights in the 
conduct of the affairs of the credit union. 


Para. 137(6)(b) substituted by 1974- 75-76, C..26, subsec, second ap- 
plicable to 1972 et seq. 


(7) Credit union not private corporation — 
Notwithstanding any other provision of this Act, a 
credit union that would, but for this section, be a pri- 
vate corporation, shall be deemed. not to be a private 
corporation except for the purposes of sections 
123.1,°125,°127, 127.1, 152:and 157 and the defini- 
tion “small business corporation” in subsection 
248(1) as it applies rr the ee: of paragraph 
39(1)(c). | 

Pre-RSC History: Subsec. 137(7) amended by 1990)'ci 39s: 35; 


to substitute “127.1, 152 and 157” for “127.1 and 157”, applicable 
after April 27, 1989. 


Subsec. 137(7) amended by 1986, ¢:'55,s. 55, cisplioile after 1985, 
to.add “and the definition ‘small. business corporation” .in subsec- 
tion 248(1) as it applies for the purposes of paragraph. 39(1)(©)”. 


Subsec. 137(7) amended by 1986, c. 6, s. 78, to add reference to s. 
123.1, applicable to 1985 et seq. 


Subsec. 137(7) substituted by 1985, c. 45; subsec: 80(1), applicable 
to 1985 et seq., to delete reference to sections 123.4 and 123.5 and 
to add reference to section 157. 


Subsec; 137(7) substituted by 1984, c. 45; subsec. 52(3); to add ref- 
erence to ss..127 and,.127.1, applicable to 1985. et.seq.. 


Subsec. 137(7) substituted by. 1980-8 1-82-83, c: 140; s. 94: applica- 
ble to taxation years ending after-1981 to. substitute “sections 123.4, 
123.5 and 125” for “section 125.” 


Subsec. 137(7) substituted by 1973-74, c. 14, subse 46(2), applica- 
ble to 1972 et seq. 


Definitions [s. 137]: “allocation in proportion to borrowing” _ 
137(6); “allowable: capital loss” — 38(b), 248(1):- “amount” = 
248(1);, “bank” — Interpretation Act 35(1); “bonus interest. pay- 
ment” — 137(6); “business” — 248(1); “class” — of shares 248(6); 
“corporation” — 248(1), Interpretation Act 35(1); “credit union” — 
137(6), 248(1); “dividend” — 137(4.1), (4.2), 248(1); “interest” — 
137(4.1), (4.2); “life insurance policy” — 138(12), 248(1);.Smaxi- 
mum cumulative reserve”, “member” — 137(6); “payer” — 
137(5.1); “person” — 248(1); “preferred-rate amount” — 137(4.3); 
“prescribed” — 248(1); “private corporation” — 89(1);. 137(7), 
248(1); “property” — 248(1); “province” — Interpretation Act 
35(1); “share”, “shareholder”, “small business corporation” — 
248(1); “taxable Canadian corporation” — 89(1), 248(1); “taxable 
capital gain” — 38(a), 248(1); “taxable income” — 2(2), 248(1); 
“taxation year’ — 249; “taxpayer” — 248(1). 


I.T. Application Rules [s. 137]: 58 Sage of crédit union 
acquired before 1972). 


Interpretation Bulletins [s. 137]: IT-483: Credit unions. 


137.1 (1) Amounts included in income of 
deposit insurance corporation — For -the pur- 
pose of computing the income fora taxation year of 
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a taxpayer that is a deposit insurance corporation, the 
following rules apply: 


(a) the corporation’s income shall, except as oth- 
erwise provided in this section, be computed in 
accordance with the rules applicable in comput- 
ing income for the purposes of this Part; and 


| (b) there shall be included in computing the cor- 
poration’s income such of the following amounts 
as are applicable: 


(i) the total of profits or gains made in the 
year by the corporation in respect of bonds, 
debentures, mortgages, notes or other similar 
obligations owned by it that were disposed of 
by it in the year, and 


(ii) the. total of each such. portion of each 
amount, if any, by which the principal 
amount, at the time it was acquired by the cor- 
poration, of a'bond, debenture, mortgage, note 
or other similar obligation owned by the cor- 
poration at the end of the year exceeds the 
cost to the corporation of acquiring it as was 
included by the corporation in OR UnEE its 
profit for the year. 
Related Provisions: 137.1(3) — Deductions from income of de- 
posit insurance corporation; 137.1(5)— Deposit insurance corpora- 
tion defined; 137.1110) — Amounts paid by a deposit insurance cor- 
poration; 137.2 — Valuation of property owned since before 1975; 
142.2(1)“financial institution”’(c)(iv) — Deposit insurance corpora- 
tion not subject to mark-to-market rules. 
Pre-RSC History: Subpara. 137.1(1)(b)(iii) repealed by 1988, c. 
55, subsec, 124(1), applicable to taxation years after the first taxa- 


tion year that commences after June 17, 1987 and ends after 1987. 
Subpara. 137.1(1)(b)(ii) formerly read: 


(iii) any amount deducted under paragraph (3)(c) as a reserve 
for the immediately preceding taxation year. 


(2) Amounts not included in income — The 
amount of any premiums or assessments received or 
receivable by a taxpayer that is a deposit insurance 
corporation from its member institutions in a taxa- 
tion year shall not be included in computing its 
income. 


Related Provisions: 137.1(4) — Limitation ‘on deduction; 
137.1(11) — Deductions for payments by member institution. 


Pre-RSC History: Subsec. 137.1(2) substituted by 1980-81-82-83, 
c. 140, subsec. 95(1), applicable to 1981 and subsequent taxation 
years, to add the words “or receivable”. 


(3) Amounts deductible in computing income 
of deposit insurance corporation — There may 
be deducted in computing the income for a taxation 
year of a taxpayer that is a deposit insurance corpo- 
ration such of the following amounts as are applica- 
ble: 


(a) the total of losses sustained in the year by the 
corporation in respect of bonds, debentures, mort- 
gages, notes or other similar obligations owned 
by it and issued by a person other than a member 
institution that were disposed of by it in the year; 


(b) the total of each such portion of each amount, 
if any, by which the cost to the corporation of ac- 


S. 137.1(3) 


quiring a bond, debenture, mortgage, note or 
other similar obligation owned by the corporation 
at the end of the year exceeds the principal 
amount of the bond, debenture, mortgage, note or 
other similar obligation, as the case may be, at 
the time it was so acquired as was deducted by 
the’ corporation in computing ‘its profit for the 
year; | 


(c) [Repealed under former Act] 


- (d) the total of all expenses incurred by the tax- 
‘payer in collecting premiums or assessments 
from member institutions; 


(e) the total of all expenses incurred by the tax- 
payer 


(i) in the performance of its duties as curator 
of a bank, or as liquidator or receiver of a 
member institution when duly appointed as 
such a curator, liquidator or receiver, 


(ii) in the course of making or causing to be 
made such inspections: as may reasonably be 
considered to be appropriate for the purposes 
of assessing the solvency or financial stability 
of a member institution, and 


(iii) in supervising or administering a member 
institution in financial difficulty; and 


(f) the total of all amounts each of which is an 
amount that is not otherwise deductible by the 
taxpayer for the year or any other taxation year 
and that is 


(i) an amount paid by the taxpayer in the year 
pursuant to a legal obligation to pay interest 
on borrowed money used 


(A) to lend.money to, or otherwise provide 
assistance to, a member institution in fi- 
nancial difficulty, 


(B) to assist in the payment of any losses 
suffered by members or depositors of a 
member institution in financial difficulty, 


(C) to lend money to a subsidiary wholly- 
owned corporation of the taxpayer where 
the subsidiary is deemed .by subsection 
(5.1) to be a deposit insurance corporation, 


(D) to acquire property from a member in- 
stitution in financial difficulty, or 


(E) to acquire shares of the capital stock of 
a member institution in financial difficulty, 
or | 


‘ (ii) an amount paid by the taxpayer in the year 
pursuant to a legal obligation to pay interest 
on an amount that would be deductible under 
subparagraph (i) if it were paid in the year. 


Related Provisions: 137.2 —- Valuation of property owned since 
before 1975. 
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Pre-RSC History: Para. 137.1(3)(c) repealed by 1988, c. 55, sub- 
sec. 124(2), applicable to taxation years commencing after June 17, 
1987 that end after 1987. Para. 137.1(3)(c) formerly read: 


(c) such amount as the taxpayer may claim for the year in 
respect of an investment reserve, not exceeding the lesser of 


(i) 1'2% of the aggregate of the amortized cost to it at the 
end of the year of each bond, debenture, mortgage, hy- 
pothec, note or other similar obligation owned by it at 
that time (other than a bond or debenture that matures 
within one year after that time or a bond, debenture, 
mortgage, hypothec, note or other similar obligation is- 
sued by a member institution), and each amount due and 
unpaid at that time as or on account of interest payable 
thereunder to the taxpayer, and 


(ii) the aggregate of '/; of the amount determined under 
subparagraph (i) and the amount, if any, deducted by the 
taxpayer under this paragraph in computing its income 
for the immediately preceding taxation year; 


Subpara. 137.1(3)(e)(iii) and para. 137.1(3)(f) added by 1987, c. 46, 
subsecs. 49(1), (2), applicable to 1980 et seg. 


Para. 137.1(3)(a) amended by 1985, c. 45, subsec. 81(1), applicable 
to 1983 et seq., to substitute “owned by it and issued by a person 
other than a member institution”. for “owned by it”. 


(4) Limitation on deduction — No deduction 
shall be made in computing the income for a taxation 
year of a taxpayer that is a deposit insurance corpo- 
ration in respect of 


(a) any grant, subsidy or other assistance to mem- 
ber institutions provided by it; 


(b) an amount equal to the amount, if any, by 
which the amount paid or payable by it to acquire 
property exceeds the fair market value. of the 
property at the time it was so acquired; 


(c) any amounts paid to its member institutions as 
allocations in proportion to any’ amounts de- 
scribed in subsection (2); or 


(d) [Repealed under former Act] 


(€) any amount that may otherwise be deductible 

under paragraph 20(1)(p) in respect of debts ow- 

ing to it by any of its member institutions that has 

not been included in computing its income for the 
"year or a preceding taxation year. 


Related Provisions: 20(1)(p) — Bad debts; 137.1(2) — Amounts 
not included in income. 


Pre-RSC History: Para. 137.1(4)(d) repealed by 1988, c. 55, sub- 
sec, 124(3), applicable to taxation years commencing after June 17, 
1987 that end after 1987. Para. 137.1(4)(d) formerly read: 


(d) any amount that may otherwise be deductible under para- 
graph 20(1)(1) or.section 33; or 


Para. 137.1(4)(e)amended by 1985, c. 45, subsec. 81(2), to add the 
words “that has not been included in computing its income for the 
year or a preceding taxation year’, applicable to 1983 et seq. 


(5) Definitions — In this section, | 
“amortized cost [para. 137.1(5)(d)]” — 


under former Act] 


Pre-RSC History: Para. 137.1(5)(d) repealed by 1988, c. 55, sub- 
sec. 124(5), applicable to taxation years commencing after June 17, 
1987 that end after 1987. Para. 137.1(5)(d) formerly read: 
(d) “amortized cost” — “amortized cost” to a deposit insur- 
ance corporation of a bond, debenture, mortgage, hypothec, 


[Repealed 
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note or other similar obligation at a particular time means’ the 
amount, if any, by which the aggregate of 
(i) the lesser of 
(A) the cost to the corporation of acquiring the bond, 
debenture, mortgage, hypothec, note or other similar 
obligation, and 
(B) the fair market value thereof at the time it was 
acquired, and 


(ii) any amount in respect of the bond, debenture, mort- 
gage, hypothec, note or other similar obligation that has 
been included by virtue of subparagraph (1)(b)(ii) in 
computing the corporation’s income for any taxation year 
ending before or concurrently with that time, 
exceeds the aggregate of ; : 

(iti) any amount in respect of the bond, debenture, mort- 
gage, hypothec, note or other similar obligation that was 
deductible under paragraph (3)(b) in computing the cor- 
poration’s income for any taxation year ending before or 
concurrently with that time, and 


(iv) the aggregate of all amounts that, efit that time, 
the corporation was entitled to receive as, on account or 
in lieu of payment of, or in. satisfaction of, the principal 
amount of the bond, debenture, mortgage, hypothec, note 
or other similar obligation. 


“deposit insurance corporation” means 


(a) a corporation that was incorporated by or 
under a law of Canada or a province respecting 

the establishment of a stabilization fund or board 
if 


(i) it was incorporated primarily 
(A) to provide or administer a stabiliza- 


tion, liquidity or mutual aid fund for credit 
unions, and 


(B) to assist in the payment of any losses 
suffered by members of credit unions in 
liquidation, and 


(ii) throughout any taxation year in respect of 
which the expression is being applied, 


(A) it was.a Canadian corporation, and 


(B) the cost amount to the corporation. of 
its investment property was at least 50% of 
the cost amount to it of all its. property 
(other than a debt obligation of, or a share 
of the capital stock of, a member.-institu- 
tion issued by the member institution at a 
time when it was in financial difficulty), or 


(b) a corporation incorporated by. the Canada De- 
posit Insurance Corporation Act, 
Related Provisions: —137.1(5.1) — Deeming provision: 
137.1(8) — Deemed compliance with Act; 181. 1(3)(e).— Large 
Corporations Tax not payable by deposit insurance corporation. 
Pre-RSC History: The definition “deposit insurance corporation.” 
was para. 137.1(5)(a). 
Subcl. 137.1(5)(a)G@)(B)(ID) amended by 1987, c. 46, subsec. 
49(2.1), to substitute “debt obligation of, or a share of the capital 
stock of, a member institution issued by the” for “debt obligation 
issued by a”, applicable to, 1985 er seq. 
Subcl. 137.1(5)(a)G)(B)(ID substituted by 1980-81- 92. 83, c. 140, 
subsec. 95(3), applicable to 1981 and subsequent taxation years, to 
add “(other than a debt obligation issued by a member institution at 
a time when it was in financial difficulty)”. 
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‘“¢nvestment property” means 


(a) bonds, debentures, mortgages, notes or other 
similar obligations 


(i) of or guaranteed by the Government of 
Canada, 


(ii) of the government of a province or an 
agent thereof, 


(iii) of a municipality in Canada or a munici- 
pal or public body performing a function of 
government in Canada, 


(iv) of a corporation, commission or associa- 
tion not less than 90% of the shares or capital 
of which is owned by Her Majesty in right of 
a province or by a Canadian municipality, or 
of a subsidiary wholly-owned corporation. that 
is subsidiary to such a corporation, commis- 
sion or association, or 


(v) of an educational institution or a hospital if 
repayment of the principal amount thereof and 
payment of the interest thereon is to be made, 
or is guaranteed, assured or otherwise specifi- 
cally provided for or secured by the govern- 
ment of a province, 


(b) any deposits, deposit certificates or guaran- 
teed investment certificates with 


(i) a bank, 


(ii) a corporation licensed or otherwise author- 
ized under the laws of Canada or a province to 
carry on in Canada the business of offering to 
the public its services as trustee, or 


(iii) a credit union or central that is a member 
of the Canadian Payments Association or a 
credit union that is a shareholder or member 

~ of a central that is a member of the Canadian 
Payments Association, 


(c) any money of the corporation, and 


(d) in relation to a particular deposit insurance 
corporation, debt obligations of, and shares of the 
capital stock of, a subsidiary wholly-owned cor- 
poration of the particular corporation where the 
subsidiary is deemed by subsection (5.1) to be a 
deposit insurance corporation; 

Pre-RSC History: The definition “investment property” was para. 

137.1(5)(c). 

Cl. 137.1(5)(c)(ii)(A) substituted by 1992, c. 1, Sch. V, s. 19, appli- 

cable from February 28, 1992. That cl. formerly read: 


(A) a bank to which the Bank Act or the Quebec Savings 
Banks Act applies, 


Cl. 137.1(5)(c)(ii)(C) added by 1988, c. 55, subsec. 124(4), applica- 
ble to 1988 et seq. 


Subpara. 137.1(5)(c)(iv) added by 1987, c. 46, subsec. 49(3), appli- 
cable to 1985 et seq. 


“member institution”, in relation to a particular de- 
posit insurance corporation, means 


(a) a corporation whose liabilities in respect of 
deposits are insured by, or 


S. 137.1(7) 


(b) a credit union that is qualified for assistance 
from 


that deposit insurance corporation. 


Related Provisions: 142.2(1)‘financial institution”(c)(iv) — De- 
posit insurance corporation not subject to mark-to-market rules. 


Pre-RSC History: The definition “member institution” was para. 
137:1(5)(b). 


(5.1) Deeming provision — For the purposes of 
this section, other than subsection (2), paragraph 
(3)(d), subparagraph (3)(e)(i), subsection (9) and 
paragraph (11)(a), a subsidiary wholly-owned corpo- 
ration of a particular corporation described in the 
definition “deposit insurance corporation” in subsec- 
tion (5) shall be deemed to be a deposit insurance 
corporation, and any member institution of the par- 
ticular corporation shall be deemed to be a member 
institution of the subsidiary, where all or substan- 
tially all of the property of the subsidiary has at all 
times since the subsidiary was incorporated con- 
sisted of : 


(a) investment property; 


(b) shares of the capital stock of a member insti- 
tution of the particular corporation obtained by 
the subsidiary at a time when the member institu- 
tion was in financial difficulty; | 


(c) debt obligations issued by. a member institu- 
tion of the particular corporation at a time when 
the member institution was in financial difficulty, 


(d) property acquired from a member institution 
of the particular corporation at a time when the 
member institution was in financial difficulty; or 


(e) any combination of property described in 
paragraphs (a) to (d). 
History: The opening words of subsec. 137.1(5.1) substituted by 


1994, c. 21, s. 65, applicable to 1992 et seq. The opening words 
formerly read: 


(5.1) Deeming provision — For the purposes of this section, 
other than subsection (2), paragraph (3)(d), subparagraph 
(3)(e)(i) and subsections (9) and (11), a subsidiary wholly- 
owned corporation of a particular corporation described in the 
definition “deposit insurance corporation” in subsection (5) 
shall be deemed to be a deposit insurance corporation, and 
any member institution of the particular corporation shall be 
deemed to be a member institution of the subsidiary, where 
all or substantially all of the property of the subsidiary has at 
all times since the subsidiary was incorporated consisted of 


Pre-RSC History: Subsec. 137.1(5.1) added by 1987, c. 46, sub- 
sec. 49(4), applicable to 1985 et seq. 


(6) Deemed not to be a private corporation — 
Notwithstanding any other provision of this Act, a 
deposit insurance corporation that would, but for this 


subsection, be a private corporation shall be deemed 


not to be a private corporation. 


(7) Deposit insurance corporation deemed 
not a credit union — Notwithstanding any other 
provision of this Act, a deposit insurance corporation 
that would, but for this subsection, be a credit union 
shall be deemed not to be a credit union. 


Related Provisions: 137 — Credit unions. 
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(8) Deemed compliance — For the purposes of 
subsection (5), a corporation shall be deemed to. have 
complied with clause (a)(ii)(B) of the definition “de- 
posit insurance corporation” in subsection (5) 
throughout the 1975 taxation year if it complied with 
that clause on the last day of that taxation year. 


(9) Special tax rate — The tax payable under this 
Part by a corporation for a taxation year.throughout 
which it was a deposit insurance corporation (other 
than a corporation incorporated under the Canada 
Deposit Insurance. Corporation Act) is an amount 
equal to 22% of its taxable income for the year. 
Related Provisions: 220(4.3), (4.4) —Security furnished by 
member institution of a deposit insurance corporation. 
Pre-RSC History: Subsec. 137:1(9) amended, by 1988, -c..55, 
subpec. 124(6), to substitute “‘a taxation year throughout which” for 
“a taxation year when” and “22%” for “25%”, applicable to taxation 
years ending after June 1988, except that in its application to a taxa- 
tion year of a corporation commencing before July 1988 and ending 
after June 1988 there shall be added to the amount determined under 
subsec. 137.1(9) in respect of the corporation for the year an amount 
equal to that proportion of 3% of its taxable income for the year that 
the number of days in the year that are before any, 1988 is of the 
number of days in the: year. C2 


(10) Amounts paid by a deposit insurance 
corporation — Wherein a taxation year a taxpayer 
is a member institution, there shall be included in 
computing its income for: the year the total of all 
amounts each of which is 


(a) an amount received by the taxpayer in the 
year from a deposit insurance corporation that is 
an amount described'in any of paragraphs (4)(a) 


to (c), to the extent that the taxpayer has not re- | 


paid the amount to the engi insurance corpora- 
tion in the year, 


(b) an amount received froma sanee insurance 
corporation in the year by a’ depositor or member 
of the taxpayer as, on account of, in lieu of pay- 


ment of, or in Satisfaction of, deposits with, or | 


share capital of, the taxpayer, to the extent, that 
the taxpayer has not repaid the amount to the de- 
posit insurance corporation in the year, or 


(c) the amount by which 


(i) the principal amount.of any obligation of 
the taxpayer to pay an amount to.a deposit in- 
surance ‘corporation that is settled or extin- 
guished in the year without any payment: by 
the taxpayer or by the payment by the ‘tax- 
payer of an. amount Jess than the principal 
amount 


exceeds 


(i1) the amount, if any, paid by the taxpayer on 
the settlement or extinguishment of the 
obligation 


to the extent that the excess is not’ otherwise re- 
quired to be included in computing the taxpayer’s 
income for the year or a preceding taxation year. 


Related Provisions: 80(1)“forgiven amount” — Debt forgive- 
ness; 137.1(10.1) — Principal amount of an obligation to pay inter- 
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est; 137.1(12) — Repayment excluded; 220(4.3), (4.4) — Security 
furnished by a member institution of a deposit insurance 
corporation. 


(10.1) Principal amount of an obligation to 
pay interest — For the purposes of paragraph 
(10)(c), an amount of interest payable by a member 
institution to a deposit insurance corporation on an 
obligation shall be deemed to have a principal 
amount equal to that amount. 


Related Provisions: 137. I(r) — Deduction for payments by 
member institution. 


Pre-RSC History: Subsec. 137.1(10) substituted and (10.1) added, 
by 1987, c. 46, subsec. 49(5), applicable to 1983 et seg. Subsec. 
137.1(10) formerly read: 


(10) Amounts paid by deposit insurance corporation — 
For the purposes of this Act, where'a taxpayer is a’member 
institution, 


(a) any amount received by it in a taxation year from a 
deposit insurance corporation of which it is a member 
that is an amount described in any of PAOSTINS (4)(a) to 


(c), 


(b) any amount received from a deposit insurance ‘corpo- 
ration in a taxation year by a depositor of the taxpayer or 
a member of the taxpayer as, on account or in liew of pay- 
ment of, or in satisfaction of, deposits with, or Yate Capi- . 
tal of, the taxpayer or 


(c) if at any time in a taxation year any debt or other obli- 
gation of the taxpayer to pay an amount to the deposit 
insurance corporation is settled or extinguished without 
any payment by the taxpayer or by the payment of an 
amount less than the principal amount of the debt or obli- 
gation, as the case may be, the amount by which the prin- 
cipal amount exceeds the amount, if any, So paid, 


shall be included in’ ee the taxpayer’s income for that 
‘year. 


(11) Deduction. by member institutions — 
There may be deducted in computing the income for 
a taxation year of a taxpayer that is a member institu- 
tion such of the following amounts as are applicable: 


(a) any, amount paid or payable by the taxpayer in 
the. year that is described in subsection (2) to. the 
extent that it was not deducted. in computing the 
taxpayer's income for a preceding taxation year; 
and 


(b) any amount repaid by the taxpayer‘in the year 
to a deposit insurance corporation on account of 
an amount described in paragraph (10)(a) or: (b) 
that was received in a preceding taxation year to 
the extent that it. was not, by reason of subsection 
(12), excluded from the taxpayer’s income for the 
preceding year. 


Pre-RSC History: Subsec. 137.1(11) substituted by 1988, c. 55, 
subsec. 124(7), applicable to 1983 et seq. Subsec. 137: aoe for- 
merly read: 


(11) Deductions for payments by, member institution — 
For the purposes ofthis Act, where. a taxpayer is a member 
institution, any amount paid or payable by the taxpayer dur- 
ing the year that is described in subsection (2) may be de- 
ducted in computing the taxpayer’s income for that year. 
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(12) Repayment excluded — Where 


(a) a member institution has in a taxation year re- 
paid an amount to a deposit insurance corporation 
on account of an amount that was included by 
virtue of paragraph (10)(a) or (b) in computing its 
income for a preceding taxation year, 


(b) the member institution has filed its return of 
income required by section 150 for the preceding 
year, and 


(c) on or before the day on or before which the 
member institution is required by section 150 to 
file a return of income for.the taxation year, it has 
filed an amended return for the preceding -year 
excluding from its income for that year. the 
amount repaid, 


the amount repaid shall be excluded from the amount 
otherwise included by virtue of paragraph (10)(a) or 
(b) in computing the member institution’s income 
for the preceding year and the Minister shall make 
such reassessment of the tax, interest and penalties 
payable by the member institution for preceding tax- 
ation years as is necessary to give effect to the 
exclusion. 


Pre-RSC History: Subsec. 137.1(12) added by 1987, c. 46, sub- 
sec.'49(6), applicable to 1983 et seg., except that the amount repaid 
referred to in the subsection may be excluded from income where 
the amended return referred to in paragraph (c) thereof is filed at 
any time on or before the later of 


(a) the day on or before which it would be aeaiind by the said 
paragraph to be filed, and 


(b) the day that is 90 days after December 17, 1987, 


Pre-RSC History [s. 137.1]: S. 137.1 added by 1974-75-76, c. 
26, s. 93, subsecs. 137.1(10),.(11) are applicable to. 1972 et seq., the 
rest applicable to 1975 er seq. [For details contained in c. 26, s. 94, 
see s.-137.2.] 


Definitions [s. 137.1]: “amount” ; “Canadian corpora- 
tion” — 89(1), 248(1); “corporation” — 248(1), Interpretation Act 
35(1);, “credit union” — 137(6), 137.1(7), 248(1); “deposit insur- 
ance corporation” — 137.1(5), (5.1); “insurance corporation” — 
248(1); “investment property” — 137.1(5); “member institution” — 
137.1(5); “Minister” —248(1); “private corporation” — 89(1), 
248(1); “property” — 248(1); “province” — Interpretation Act 
35(1); ‘‘share”, “shareholder”, “subsidiary wholly-owned corpora- 
tion” — 248(1); “tax payable’ 248(2); “taxable income” — 2(2), 
248(1); “taxation year’ —- 249; “taxpayer” — 248(1). 


Interpretation Bulletins [s. 137.1]: IT-483: Credit unions. 


137.2, Computation of income for 1975 and 
subsequent years — For the purpose of comput- 
ing the income of a deposit insurance. corporation for 
the 1975 and subsequent taxation years, 


(a) property of the corporation that is a bond, de- 
benture, mortgage, note or other similar obliga- 
tion owned by it at the commencement of the cor- 
poration’ s 1975 taxation year shall be valued at 
its cost to the corporation less the total of all 
amounts that, before that time, the corporation 
was entitled to receive as, on account or in lieu of 
payment of, or in satisfaction of, the principal 


S. 138(1) 


amount of the bond, debenture, mortgage, note or 
other similar obligation, 


~ (i) plus a reasonable amount in respect of the 
‘amortization of the amount by which the prin- 
cipal amount of the property at the time it was 
acquired by the corporation exceeded its ac- 
tual cost to the corporation; or 


(ii) minus a reasonable amount in respect of 
the amortization of the amount by which its 
actual cost to the corporation exceeded the 
principal amount of the property at the time it 
was acquired by the corporation; 


(b) property of the corporation that is a debt ow- 
ing to the corporation (other than property de- 
scribed. in paragraph (a) or a debt that became a 
bad debt before its 1975 taxation year) acquired 
by it before the commencement of its 1975 taxa- 
tion year shall be valued at any time at the 
amount thereof outstanding at that time; 


~(c) property of the corporation (other than prop- 
erty in respect of which any amount for the year 
has. been included under. paragraph (a)) that was 
acquired, by foreclosure or otherwise, after de- 
fault made under a mortgage shall be valued at its 
cost amount to the corporation; and 


(d) any other property shall be valued at its cost 
amount to the corporation. 
Origin of s. 137.2: R.S.C. 1985, c. 1 (Sth Supp.) (formerly an 
application rule contained in 1974-75-76, c. 26, s. 94). 
Definitions: “amount”, “cost amount” — 248(1); “deposit insur- 
ance corporation” — 137.1(5), (5.1) [does not explicitly apply to 


i 8 peo “inicomie’ *— 3; “principal amount”, “property” — 248(1); 
“taxation year” — 249. POW 


Insurance Corporations 


138. (1) Insurance corporations — It is hereby 
declared that a corporation, whether or not it is a mu- 
tual corporation, that has, in a taxation year, been a 
party to insurance contracts or other arrangements or 
relationships of a particular class whereby it can rea- 
sonably be regarded as undertaking 


(a) to insure other persons against loss, damage 
or expense of any kind, or 


(b) to pay insurance moneys to other ae 
(i) on the death of any person, 


(ii) on the happening of an event or contin- 
gency dependent on human life, 


(iii) for.a,term dependent.on human life, or 
(iv) at a fixed or determinable future time, 


whether or not such persons are members or share- 
holders of the corporation,. shall, regardless of the 
form or legal effect of those contracts, arrangements 
or relationships, be deemed, for the purposes of this 
Act, to have been carrying on an insurance business 
of that.class in the year for profit, and in any such 


1203 


S. 138(1) 


case, for the purpose of computing the income of the 
corporation, the following rules apply: 


(c) every amount received by the corporation 
under, in consideration of, in respect of or on ac- 
count of such a contract, arrangement or relation- 
ship shall be deemed to have been received by it 
in the course of that business, 


(d) the income shall, except as otherwise pro- 
vided in this section, be computed in accordance 
with the rules applicable in computing income for 
the purposes of this Part, ;' 


(e) all income from property vested in the corpo- 
ration shall be deemed to be income of the corpo- 
» ration, and 


(f) all taxable capital gains and allowable capital 
losses from dispositions of property vested in the 
corporation shall be deemed to be taxable capital 
gains or allowable capital losses, as the case may 
be, of the corporation. 
Related Provisions: 87(2.2) — Amalgamation of insurance cor- 
porations;, 138(6) —- Deductions for dividends from taxable corpo- 
rations; 138(9) — Computation of income; 142 — Taxable capital 
gains where insurer carries on business in Canada and outside Can- 
ada; 148(1) — Amount included in life insurance policyholder’s in- 
come; 149(1)(m), (t) — Exemptions — insurers; 190.1 — Financial 
institutions capital, tax. 
Pre-RSC History: All that portion of subsec. 138(1) following 
para. (b) substituted by 1973-74, c. 14, subsec. 47(1), applicable to 
1972 et seq. 


(2) Insurer’s income or loss — Notwithstanding 
any other provision of this Act, where a life insurer 
resident in Canada carries on an insurance business 
in Canada and in a country other than Canada in a 
taxation year 


(a) its income or loss for the year from carrying 
on an insurance business is-the amount of its in- 
come or loss for the year, computed in accor- 
dance with this Act, from the business in Canada: 
and 


(b) no amount shall be included in computing its 
income. for the year in respect of its taxable capi- 
tal. gains and allowable capital losses. from dispo- 
sitions of property (other than property disposed 
of in a taxation year in which it was designated 
insurance property) of the insurer used or held by 
it in the course of carrying on an insurance 
business. 
Related Provisions: 20(7)(c)—No deduction for certain 
reserves; 20(26) — Deduction for unpaid claims reserve adjust- 
ment; 138(1) — Insurance corporations; 138(6) —Deduction for 
dividends; 138(9) — Computation of income; 140(1), (2) — Deduc- 
tions and inclusions in income of insurer; 142 — Application of rule 
in 138(2)(b) before 1996; 211.1— Tax on investment income of 
life insurer. 


History: Subsec, 138(2) amended by 1997, c. 25, subsec. 39(1), 
applicable to 1997 et seg. Subsec. (2) formerly read: 
(2) Notwithstanding any other provision of this Act, where a 
life insurer is resident in Canada, 
(a) its income for a taxation year from carrying on an in- 
surance business is the amount of its income for the year 
from carrying on that insurance business in Canada: and 
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(b) its loss sustained in a taxation year in:carrying on: an 
insurance business is the amount of its loss, if any, sus- 
tained in the year in carrying on that insurahce business 
in Canada, computed. by applying, with such modifica- 
tions as the circumstances require, the provisions of this 
Act respecting the computation of income from an insur- 
ance business of the class carried on by it. 


That portion of subsec. 138(2) preceding para. (a) substituted by 
1994, c. 7, Sch. I (1991, c. 49), subsec. 114(1), applicable to 1990 
et seq. That portion formerly read: ; 


(2) Notwithstanding any other provision of this Act, in the 
case of an insurer, other than a resident of Canada that does 
not carry on a life insurance business, 


(3) Deductions allowed in computing in- 
come — In computing a life insurer’s income for a 
taxation year from carrying on its life insurance busi- 
ness in Canada, there may be deducted 


(a) such of the following amounts as are applica- 
ble: ; 


(i) any amount that the insurer claims.as.a pol- 
icy reserve for the year in respect of its. life 
insurance policies, not exceeding the total of 
amounts that the insurer is allowed by regula- 
tion to deduct in respect of the policies, 


(ii) any amount that the insurer claims as a re: 
serve in respect of claims that were received 
by the insurer before the end of the year under 
its life insurance policies and that are unpaid 
at the end of the year, not exceeding the total 
of amounts that the insurer is allowed by regu- 
lation to deduct in respect of the policies, 


(ii.[) the amount included under paragraph 
(4)(b) in computing the insuter’s income for 
the taxation year preceding the year, 


(iii) an amount equal to the lesser of 


(A) the amount, if any, by which the total 
of policy dividends (except the portion 
thereof paid out of segregated funds) that 
became payable by the insurer after its 
1968 taxation year and before the end of 
the year under its participating life insur- 
ance policies exceeds the total of amounts 
deductible under this subparagraph ‘in 
computing its incomes for taxation years 
before the year, and 


(B) the amount, if any, by which the total 
of all amounts, each of which is the in- 
surer’s income, determined in accordance 
with prescribed rules, for the year or a pre- 
ceding taxation year ending after 1968 
from, its participating life insurance busi- 
ness carried on in Canada exceeds the total 
of all amounts each of which is an amount 
deductible under this subparagraph or sub- 
paragraph (iv) in computing its incomes 
for taxation years ending before the year, 


(iv) an amount as a reserve for policy divi- 
dends that will become payable by the insurer 
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in the immediately following taxation year 
equal to the least of 


(A) that portion of policy dividends that 
has accrued in the year. or a preceding tax- 
ation year to or for the benefit of partici- 
pating life insurance policyholders of the 
insurer, to the extent that an amount in re- 
spect thereof has not been included, either 
explicitly or implicitly, in the calculation 
of the amount deductible by the insurer for 

_ the year under subparagraph (i) and, for 

the. purpose of this clause, a policy divi- 
dend in respect of a life insurance policy 
shall be deemed. to accrue in equal daily 
amounts between anniversary dates of the 
policy, 


(B) 110% of the amount paid or uncondi- 
tionally credited in the taxation year imme- 
diately following the year in respect of the 


portion referred to in clause (A) of policy | 


dividends that has accrued in the year or a 
preceding taxation year, and 


(C) the amount, if any, by which the 
amount described in clause (iii)(B) for the 
year exceeds the amount described in 
clause (i1i)(A) for the year; and 


(v) each amount (other than an amount 
credited under a participating life insurance 
policy) that would be deductible under section 
_ 140 in computing the insurer’s income for the 
year if the reference in that section to “‘an in- 


surance business other than a life insurance | 


' business” were read as a reference to “a life 
insurance business in Canada”; 


(b) [Repealed] 
(c) [Repealed under former Act] 
(d) [Repealed] 


(e) the total of amounts each of which is a policy 


loan made by the insurer in the year and after 
1977; 

(f) where the taxation year is the first taxation 
year of the insurer ending after November 12, 
1981, the total of all amounts each of which is the 
amount, if any, in respect of interest on a policy 
loan that was included in computing the insurer’s 


income for a taxation year pacing before Novem- 
ber 13, 1981 


(i) to the extent that the interest had accrued to 
it before the commencement of its 1969 taxa- 
tion year, or 


(ii) to the extent that the interest had been in- 
cluded in computing its income for a preced- 
ing taxation year; and 


(g) the amount of tax under Part XII.3. payable by 
the insurer in respect of its taxable Canadian life 
investment income for the year. 
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Related Provisions [subsec. 138(3)]: 4(1)— Income or loss 
from a source; 18(1)(e.1) — No deduction for unpaid claims; 
20(1)(1) — Deductions — reserve for doubtful debts; 20(7)(c) — 
No deduction for certain reserves; 20(26) — Deduction for unpaid 
claims reserve adjustment; 39.1(1)“exempt capital. gains. bal- 
ance”C(c), 39.1(6) — Reduction in gain to reflect capital gains ex- 
emption election; 138(3.1) — Excess policy dividend deduction 
deemed deductible; 138(4) — Amounts included in computing in- 
come; 138(4.01 
or annuity. contract; 138(9)— Computation of income; 
138(11.91)(d.),— Computation of income for non-resident insurer; 
138(12) — “Maximum. tax actuarial reserve”; 140 — Adjustments 
to income of insurance corporation; 148(1) — Amounts included in 
computing policyholder’s income; 148(2)— Policy dividends 
deemed to be proceeds of disposition; 149(10)(a.1) — Exempt 
corporations. 


History: Subparas..138(3)(a)(@), and. (ii).amended, subpara. (11.1) 
added, by 1997, c. 25, subsec. 39(2), applicable to 1996 et seg. Sub- 
paras. (a)(i) and (ii) formerly read: 


(i) such amount in'respect of a policy reserve for the year for 
life insurance policies of a particular class as is allowed by 
regulation, 


(ii) such amount as is allowed by regulation as a reserve in 
respect of claims that were received by the insurer before the 
end of the year under life insurance policies and that are un- 
paid at the end of the year, 


Para. 138(3)(b) repealed by 1995, c. 21, subsec. 57(1), applicable to 
taxation years that begin after February 22, 1994. For taxation years 
that include February 22, 1994, para. (b) shall be read as follows: 


(b) the total of losses sustained in the year by the insurer in 
respect of Canada securities owned by it that were disposed 
of by it in the year and before February 23, 1994; 


Para. (b) formerly read: 


(b) the total of losses sustained in the year by the insurer in 
respect of Canada securities owned by it that were disposed 
of by it in the year; 


Para. 138(3)(d) repealed by 1995, c, 21, subsec. 57(2), applicable to 
taxation years that end after February 22, 1994. Para. (d) formerly 
read: 


(d) the total of each such portion of each amount,.if any, by 
which the cost to the insurer of acquiring a Canada ‘security 
owned by it at the end of the year exceeds the principal 
amount of the security at the time it was so acquired as was 
deducted by the insurer in computing its profit for the year; 


Pre-RSC History: Subpara. 138(3)(a)(ii) added and subpara. 
138(3)(a)(iv) substituted by 1988, c. 55, subsecs. 125(1), (2), appli- 
cable to taxation years commencing after June 17, 1987 that end 
after 1987. Subpara. (a)(iv) formerly read: 


(iv) an amount as a reserve for policy dividends equal to the 
least of 


(A) the amount of policy dividends that will, according to 
the financial statements of the insurer as of the end of the 
year, become payable by the insurer in the immediately 
following year under its participating life insurance 
policies, 


(B) 110% of the aggregate of policy dividends that be- 
come payable by the insurer in the, immediately follow- 
ing year under its participating life insurance. policies, 
and 


(C) the amount, if any, by which the amount for the year 
described in clause (tii)(B) exceeds the amount for the 
year described in clause (iii)(A), and 
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Para. 138(3)(c) repealed by 1988, c. 55, subsec. 125(3), applicable 
to taxation years commencing after June 17, 1987 that end after 
1987. Para. (c) formerly read: 


(c) such amount as the insurer may claim for the year in re- 
spect of an investment reserve, not exceeding the lesser of 


(i) the aggregate of 
(A) 1'h% of the lesser of 


(I) the aggregate of the amortized cost to it at the 
end of the year of each Canada security owned 
by it at that time (other than a bond or debenture 
that matures within 1 year after that time) and 
each amount due and unpaid at that time as or on 
account of interest payable thereunder to the in- 
surer, and 


(II) $2,000,000,000, and 


(B) 1% of the amount, if any, by which the aggregate 
referred to in subclause (A)(I) exceeds the amount 
referred to in subclause (A)(II), and 


(ii) the aggregate of 3 of the amount determined. under 
subparagraph (i) and the amount, if any, by which the 
amount deducted by the insurer under this paragraph in 
computing its income for the immediately preceding tax- 
ation year exceeds the amount, if any, by which 


(A) the amount deductible under paragraph (b) in 
computing its income for the year, 


exceeds 


(B) the amount required by paragraph (4)(b) to be in- 
cluded in computing its income for the year; 


Para. 138(3)(g) added by 1988, c. 55, subsec. 125(4), applicable to 
taxation years commencing after June 17, 1987 that end after 1987. 


Cl. 138(3)(a)Gii)(B) substituted by 1980-81-82-83, c. 140, subsec. 
96(1), applicable to 1981 et seq. Cl. (a)(iii)(B) formerly read: 


(B) the amount, computed in accordance with prescribed 
rules, of the insurer’s income for the year from its participat- 
ing life insurance business carried on in Canada, 


Para. 138(3)(f) added by 1980-81-82-83, c. 140, subsec. 96(2). 


Subparas. 138(3)(a)(ii), (vi), (vii) repealed by 1977-78, c. 1, sub- 
secs. 68(1), (2), applicable to 1978 et seq. Subparas. (a)(ii), (vi) and 
(vii) formerly read: 


(ii) such amount in respect of an additional reserve for the 
year for life insurance policies that are group term insurance 
policies as is allowed by regulation, 


(vi) each amount allocated in the year by the insurer to a poli- 
cyholder, to the extent that it is required by subparagraph 
148(1)(b)(i) to be included in computing the income of the 
policyholder or would be so required to be included therein 
but for the exception contained in that paragraph with respect 
to a registered retirement savings plan or a registered pension 
fund or plan, and 


(vii) the amount of tax under Part XII payable by the insurer 
in respect of its taxable Canadian life investment income for 
the year computed in accordance with that Part; 


Para. 138(3)(e) added by 1977-78, c. 1, subsec. 68(3), applicable to 
1978 et seq. 


Subpara. 138(3)(c)(i) substituted by 1974-75-76, c. 26, subsec. 
95(1), applicable to 1974 et seq. Subpara. (c)(i) formerly read: 


(i) 12% of the aggregate of the amortized cost to it at the end 
of the year of each Canada security owned by it at that time 
(other than a bond or debenture that matures within 1 year 
after that time) and each amount due and unpaid at that time 
as Or on account of interest payable thereunder to the insurer, 
and 


Subpara. 138(3)(a)(vi) substituted by 1973-74, c. 14, subsec. 47(2), 
applicable to 1972 et seg. 
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Para. 138(3)(d) substituted by 1973-74, c. 14, subsec. 47(3), appli- 
cable to 1969 et seq. 


Regulations: 1102(1)(j) (no CCA on property used in life insur- 
ance business outside Canada); 1401, 1404(1), 1405, 1406 (deduc- 
tions allowed by eg vanonh 2402 (amounts to’ be included in 
income). 


(3.1) Excess policy dividend deduction 
deemed deductible — For the purposes of clause 


(3)(a)Gin)(A), 


(a) an insurer’s 1975-76 excess policy dividend 

deduction shall be deemed to be an amount that 

was deductible under subparagraph (3)(a)(iii) in 

computing its incomes for taxation years before 
_ its 1977 taxation year; and 


(b) the amount prescribed to be an insurer’s 1977 
excess policy dividend deduction shall be deemed 
to be an amount that was deductible under sub- 
paragraph (3)(a)(iii) in computing its incomes for 
taxation years before its 1978 taxation year. 


Pre-RSC History: Subsec. 138(3.1) added by. 1977-78, c. 1, sub- 
sec. 68(4), applicable, as to para. 138(3.1)(a), to 1977 et seq., and, 
as to para. 138(3.1)(b), to 1978 et Seq. 


Regulations: 2407 (insurer’s 1977 excess policy dividend 
deduction). : 


(4) Amounts included in computing in- 
come — In computing a life insurer’s income for a 
taxation year from carrying on its life insurance busi- 
ness in Canada, there shall be included 


(a) each amount deducted under subparagraph 
~~ (3)(a)G@), Gi) or (iv) in computing the insurer’s in- 
come for the preceding taxation year; 


(b) the amount prescribed in respect of the insurer 
for the year in respect of its life insurance poli- 
cies; and 


(c) the total of all amounts received by the insurer 
in the year in respect of the repayment of policy 
loans or in respect of interest on policy loans. 


Related Provisions: 138(1) — Insurance corporations; 138(3) — 
Deductions allowed in computing income; 138(4.01) — Life insur- 
ance policy includes group life benefit or annuity contract ; 
138(4.1)-(4.4) — Amounts included — in computing income; 
138(9),— Computation of income; 138(11. 5)G.1) — Transfer of 
business by. non-resident insurer; 138(11. 91)(d) - — Computation of 
income of non-resident insurer. 


History: Subsec. 138(4) amended a 1007) G3 A obbaees 39(3), 
applicable to 1996 et.seq. Subsec. (4) formerly read: 


(4) In computing a life insurer’s income for a taxation year 
from carrying on its life insurance business in Canada, there 
shall be included 


(a) each amount deducted by the insurer under subpara- 
graph (3)(a)(i), (ii) or (iv) in computing its income for the 
immediately preceding taxation year; and 


(b), (c) [Repealed] 


(d) the total of amounts each of which is an amount re- 
ceived by the insurer in the year in respect ‘of the repay- 
ment of a policy loan or in respect of interest on a policy 
loan. 
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Para. 138(4)(b) repealed by 1995, c. 21, subsec. 57(3), applicable to 
taxation years that begin after February 22, 1994. For taxation years 
that include February 22, 1994, para. (b) shall be read as follows: 


(b) the total of profits or gains made in the year by the insurer 
in respect of Canada securities owned by it that were dis- 
posed of by it in the year and before February 23, 1994; and 


Para. (b) formerly read: 


(b) the total of profits or gains made in the year by the insurer 
in respect of Canada.securities owned by it that were dis- 
posed of by it in the year, 


Para. 138(4)(c) repealed by 1995, c. 21, subsec. 57(4), applicable to 
taxation years that end after February 22; 1994. Para. (c) formerly 
read: 


(c) the total of each such portion of each amount, if any, by 
which the principal amount, at the time it was acquired by the 
insurer, of a Canada security owned by it at the end of the 
year exceeds the cost to the insurer of so acquiring it as was 
included. by the insurer in computing its profit for the year; 
and 


Pre-RSC History: Para. 138(4)(a) amended by 1988, c. 55, sub- 
sec. 125(5), to substitute “under subparagraph (3)(a)(i), (ii) or (iv)” 
for “under subparagraph (3)(a)(i) or (iv) or under paragraph (3)(c)”, 
applicable to taxation years commencing after June 17,.1987 that 
end after 1987, except that in its application to the first such taxa- 
tion year, para. 138(4)(a) shall be read as follows: 


(a) the amount, if any, by which the aggregate of all amounts 
each of which is an amount deducted by the insurer under 
subparagraph (3)(a)(i), (ii) or (iv) or paragraph (3)(c) in com- 
puting its income for the immediately preceding taxation year 
exceeds the prescribed amount of the insurer’s 1968 reserve 
adjustment; 


Paras. 138(4)(a) substituted, (4)(d) added by 1977-78, c. 1, subsecs. 
68(5), (6), applicable to 1978 et seq., to delete reference to subpara. 
(3)(a)(@i) in para. 138(4)(a). : 


Para. 138(4)(c) substituted by 1973-74, c. 14, subsec. 47(4), appli- 
cable to 1969 et seq. 


Regulations: 1404(2) (amount are for ipa) 8103 
(prescribed amount). 


(4.01) Life insurance policy congas the purposes 


of subsections (3) and (4), a life insurance policy in- | 


cludes a benefit under a group life insurance policy 
or a group annuity contract. 


Related Provisions: Reg. 1408(1)“life insurance policy in Can- 
ada” — Same definition for purposes of policy reserve regulations. 


History: Subsec. 138(4.01) added by 1997, c. 25, subsec. 39(3), 
applicable to 1996 et seq. 


(4.1) Idem — For the purposes of paragraph (4)(a), 
an insurer shall be deemed to have deducted in com- 
puting its income for its 1976 taxation year, 


(a) under subparagraph (3)(a)(i), the total of 


(i) the amount deducted under that subpara- : 


graph in computing its income from its life in- 
surance business in Canada for its 1976 taxa- 
tion year, and 


(ii) the lesser of 


(A) the amount, if any, of its. 1975-76 ex- 
cess policy reserves, and 
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(B) the amount, if any, by. which its 1975 
branch accounting election deficiency ex- 
ceeds the total of 


(1) the amount determined under sub- 
paragraph (d)(ii), 

(II). the total of amounts each of which 
is an amount determined under para- 
graph 13(22)(b) with respect to depre- 
ciable property of a ae a class of 
the insurer, . 


(III) the amount determined under sub- 
paragraph (b)(ii), and 

(IV) the total of amounts each of which 
is a portion of a non-capital loss that is 
deemed by subsection 111(7.1) to have 
been deductible in computing the in- 


surer’s income for a taxation year end- 
ing before 1977; 


(b) under subparagraph (3)(a)(ii), the total of 
(i) the amount deducted under that subpara- 
graph in computing its income from its life in- 
surance business in Canada for its 1976 taxa- 
tion year, and 
(11) the lesser of 


(A) the amount, if any, of its 1975-76 ex- 
cess additional group term reserves, and 


(B) the amount, if any, by which its 1975 
branch accounting election deficiency ex- 
ceeds the total of 


(1) the amount determined under sub- 
paragraph (d)(i1), 

dD) the total of amounts each of which 
is an amount determined under para- 
graph 13(22)(b) with respect to depre- 
ciable property of a prescribed class of 
the insurer, and 


. (IID) the total described in subclause 
(a)@i)(B)UV); 
(c) under subparagraph (3)(a)(iv), the total of 


(i) the amount deducted under that subpara- 
graph in computing its income from its life in- 
surance business in Canada for its 1976 taxa- 
tion year, and 


(ii) the amount, if any, of its 1975-76 excess 
policy dividend reserve; and 


(d) under paragraph 138(3)(c) of the Income Tax 
Act, chapter 148 of the Revised Statutes of Can- 
ada, 1952, the total of 


(i) the amount deducted under that paragraph 
in computing its income from its life insur- 
ance business in Canada for its 1976 taxation 
year, and 


(ii) the lesser of 


(A) the amount, if any, of its 1975-76 ex- 
cess investment reserve, and 
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(B) the amount, if any, of its 1975 branch 
accounting election deficiency. 


I.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


(4.2) Idem — For the purposes of paragraph (4)(a), 
a life insurer shall be deemed to have deducted the 
following amounts in computing its income for its 
1977 taxation year 


(a) under subparagraph (3)(a)(i), the amount if 
any, by which the total of 


(i) the insurer’s maximum. tax. actuarial re- 
serve for its 1977 taxation year, if that reserve 
had been determined on the basis of the rules 
applicable to its 1978 taxation year, 


(ii) where the insurer has deducted the amount 
of any policy loan made by it in the year in 
computing its income from its life insurance 
business in Canada for any taxation year 
before its 1978 taxation year or not included 
interest in respect of any such loan in comput- 
ing its gross investment revenue for any taxa- 
tion year before its 1978 taxation year, the to- 
tal of amounts that were outstanding at the 
end of the insurer’s 1977 taxation year each of 
which is an amount payable to it in respect of 
a policy loan, and 


(iii) that portion of the amount deducted by 
the insurer under subparagraph (3)(a)(i) in 
computing its income for its 1977 taxation 
year that is in respect of segregated fund 
policies | 


exceeds 


(iv) the amount prescribed to be its 1977 car- 
ryforward deduction; 


(b) under subparagraph (3)(a)(iv), the total of 


(i) the amount deducted under that subpara- 
graph in computing its income from its life in- 


surance business in Canada for its 1977 taxa- | 


tion year, and 
(ii) the amount, if any, by which 


(A) the amount that would have been de- 
ductible under that subparagraph for its 
1977 taxation year if that subparagraph 
were read. without reference to clause 
(3)(a)Cv)(C), 


exceeds 


(B) the amount determined under subpara- 
graph (i) for that taxation year; and 


(c) under paragraph 138(3)(c) of the Income Tax 
Act, chapter 148 of the Revised Statutes of Can- 
ada, 1952, the total of 


(i) the amount deducted under that paragraph 
in computing its income from its life insur- 
ance business in Canada for its 1977 taxation 
year, and 
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(ii) the amount, if any, by which, 


(A) where the insurer has made an election 
under subsection (9) in respect of its 1975 
taxation year, the amount that would have 

been deductible under paragraph 138(3)(c) 
of that Act in computing its income for its 
1977 taxation year if the insurer had 
claimed the maximum allowable amount 
in its 1977 taxation year, or 


(B) where the insurer has not made an 
election under subsection (9):in respect of 
its 1975 taxation year, the amount that 
would have been deductible under para- 
graph 138(3)(c) of that Act in computing 
its income for its 1977 taxation year if the 
insurer had claimed the maximum allowa- 
ble amount in each of its taxation years 
ending before 1978 and after 1974 


exceeds 


(C) the amount determined under subpara- 
graph (i). st 

Related Provisions: 111(7.2) — Non-capital loss of life insurer. 

Pre-RSC History: All that portion of para. 138(4.2)(a) following 


subpara. (ii) substituted by 1979, c. 5, subsec. 44(1), applicable to - 
1978 et seq. That portion formerly read: 


exceeds 


(iii) the amount prescribed to be its 1977: carryforward 
-deduction; 


Subsecs. 138(4.1), (4.2) added by 1977-78, c. 1, subsec. 68(7), ap- 
plicable, as to subsec. 138(4.1), to 1977 et seq., and, as to subsec. 
138(4.2), to.1978 et seq. 


Regulations: 2408 (1977 carryforward deduction): 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


(4.3) ldem — For the purposes of paragraph (4)(a); 
in computing a life insurer’s income from carrying 
on its life insurance business in Canada for its first 
taxation year ending after 1984, the amount, if any, 
by which | | 
(a) the total of all amounts each of which is an 
amount deducted by the insurer in computing its 
income for a taxation year ending after’ 1968 and 
before 1985 in respect of a claim under a life in- 
surance policy that was likely to arise after the 
end of the particular taxation year in respect ofa 
death that occurred in the particular taxation year 


exceeds 


(b) the total of all amounts each of: which is an 
amount paid by the insurer or included in com- 
puting its income before the commencement of 
its first taxation year ending after 1984 in respect 
of, amounts described in paragraph (a) 


shall be deemed to be an amount that was deducted 
by the insurer under subparagraph  (3)(a)(i) in com- 
puting its income from that business for its last taxa- 
tion year ending before 1985. 


Pre-RSC History: Subsec. 138(4:3) added by 1986, c. 6, s. 79, 
applicable to 1985 et seq. 


1208 


Div. F — Special Rules Applicable in Certain Circumstances 


(4.4) Idem — Where, for a period of time in a taxa- 
tion year, a life insurer 


(a) owned land (other than land referred to in par- 
agraph (c) or (d)) or an interest therein that was 
not held primarily for the purpose of gaining or 
producing income from the land for the period, 
(b) had an interest in a building that was being 
constructed, renovated or altered, 


(c) owned land subjacent to the building referred 
to in paragraph (b) or an interest therein, or 


(d) owned land immediately contiguous to the 
land referred to in paragraph (c) or an interest 
therein that was used or was intended to be used 
for a parking area, driveway, yard, garden or 
other use necessary for the use or intended use of 
the building referred to in paragraph (b), 


there shall be included in computing the insurer’s in- 
come for the year, where the land, building or inter- 
est was designated insurance property of the insurer 
for the year, or property used or held by it in the year 
in the course of carrying on an insurance business in 
Canada, the total of all amounts each of which is the 
amount prescribed in respect of the insurer’s cost or 
capital cost, as the case may be, of the land, building 
or interest for the period, and the amount prescribed 
shall, at the end of the period, be included in 
computing 


(e) where the land or interest therein is property 
described in paragraph (a), the cost to the insurer 
of the land or the interest therein, and 


(f) where the land, building or interest therein is 
property described in paragraphs (b) to (d), the 
capital cost to the insurer of the interest in the 
building described in paragraph (b). 
Related Provisions: © 138(4:5) — Anti-avoidance rule; 
138(4.6) — Meaning of. “completed”; 248(4) — Interest in real 
property. 
History: The portion of subsec. 138(4.4) between paras. (d) and (e) 
amended by 1997,c. 25, subsec. 39(4), applicable to 1997 ef seq. 
That portion formerly read: 


the life insurer shall, where that land or building was property 
used by it in the year in, or held by it in the year in the course 
of, carrying on an insurance business in Canada, include a 
prescribed amount in computing its income for the year in 
respect of the cost or capital cost, as the case may be, of the 
land, building or interest therein to the insurer for the period, 
and the amount so included shall, at the end of the period, be 
included in computing 


Reguiations: 2410 (prescribed amount). 


(4.5) Application — Where a life insurer transfers 
or lends property; directly or indirectly in any man- 
ner whatever, to a person or partnership (in this sub- 
section referred to as the “‘transferee’’) that is affili- 
ated with the insurer or a person or partnership that 
does not deal at arm’s length with the insurer and 


(a) that property, 
(b) property substituted for that property, or 


(c) property the acquisition of which was assisted 
by the transfer or loan of that property 


S. 138(4.6) 


was property described in paragraph (4.4)(a), (b), (c) 
or (d) of the transferee for a period of time in a taxa- 
tion year of the insurer, the following rules apply: 


(d) subsection’ (4.4) shall apply to include an 
amount in the insurer’s income for the year on 
the assumption that the property was owned by 
the insurer for the period, was property described 
in paragraph (4.4)(a), (b),.(c) or (d). of the insurer 
and. was used or held by it in the year in the 
course of carrying on an insurance business in 
Canada, and 


(e) an amount included in the .insurer’s income 
for the year under subsection (4.4) by reason of 
the application of this subsection shall 


(i) where subparagraph (ii) does not apply, be 
added by the insurer in computing the cost to 
it of shares of the capital stock of or an inter- 
est in the transferee at the end of the year, or 


- (ii) where the insurer and the transferee have 
jointly elected in prescribed form on or before 
the day that is the earliest of the days on or 
before which any taxpayer making the elec- 
tion is required to file a return pursuant to sec- 
tion 150 for the taxation year that includes the 
period, be added in computing 


(A) where the property is land or an inter- 
est therein of the transferee described in 
paragraph (4.4)(a), the cost to the trans- 
feree of the land or the interest therein, and 


(B) where the property is land, a building 
or an interest therein described in 
paragraphs (4.4)(b) to (d), the capital cost 
to the transferee of the interest in the build- 
ing described in paragraph (4.4)(b). 
Related Provisions: 248(4)— Interest in real property; 
248(5) — Substituted property; 251.1 — Affiliated persons. 
History: The opening words of subsec. 138(4.5), and para. (d), 


amended. by 1997, c. 25, subsecs. 39(5),.(6), applicable to.1997 et 
seq. The opening words and para. (d) formerly read: 


(4.5) Where, after 1987, a life insurer has transferred or lent 
property, directly or indirectly in any. manner whatever, to a 
transferee that was a designated corporation of the insurer 
(within the meaning assigned. by. subsection 2405(3). of the 
Income Tax Regulations) or a person or partnership that does 
not deal at arm’s length with the insurer and 


(d) subsection (4.4) shall apply to the insurer to include an 
amount in the insurer’s income for the year on the assumption 
that the property was owned by the insurer for the period, was 
property described in paragraph (4.4)(a), (b), (c) or (d) of the 
insurer and was used by it in the year in, or held,by it in the 
year in the course of, carrying on an insurance business in 
Canada, and 


(4.6) Completion — For the purposes of subsec- 
tion (4.4), the construction, renovation or alteration 
of a building is completed at the earlier of the day on 
which the construction, renovation or alteration is 
actually completed and the day on which all or sub- 
stantially all of the building is used for the purpose 
for which it was constructed, renovated or altered. 
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Pre-RSC History: Subsecs. 138(4.4) to (4.6) added by 1988, c. 
55, subsec. 125(6), applicable to taxation years.commencing. after 
June 17, 1987 that end after 1987. 


(5) Deductions not allowed — Notwithstanding 
any other provision of this. Act, 


(a) in the case of an insurer, no deduction may be 
made under paragraph 20(1)(1) in computing its 
income for a taxation year from an insurance bus- 
iness in Canada in respect of a premium or other 
consideration for a life insurance policy in Can- 
ada or an interest therein; and 


(b) 1 in the case of a non-resident insurer or a life 
insurer resident in Canada that carries on any of 
its insurance business in a country other than 
Canada, no deduction may be made under para- 
graph 20(1)(c) or (d) in computing its income for 
a taxation year from carrying on an insurance 
business in Canada, except in respect of 


(i) interest on borrowed money used to ac- 
quire designated insurance property for the 
year in respect of the business, 


(ii) interest on amounts payable for designated 


insurance property for the’ year in tespect of © 


the business, 


(iii) interest on deposits received or other 
amounts held by the insurer that arose in con- 
nection with life insurance policies in Canada 
or with policies insuring Canadian risks, or 


(iv) other interest that does not exceed a pre- 
scribed amount. 


Related Provisions: 248(4) — Interest in real property. 


History: Para, 138(5)(b) amended by. 1997, c..25,-subsec. 39(7), 
applicable to 1997 et seg. Para. (b) formerly read: 


(b) in the case of a non-resident insurer or a life insurer resi- 
dent in Canada that carries on any of its insurance business in 
a country other than Canada, no deduction may be made 
under paragraph 20(1)(c) or (d) in computing its income for a 
taxation year from carrying on an insurance business in Can- 
ada, except in respect of interest on 


(1) borrowed money used to acquire property used by it in 
the year in, or held by it in the year in the course of, car- 
rying on that insurance business in Canada, to the extent 
that the interest is paid or payable in respect of that por- 
tion of the year during which the property was so used or 
held, 


(ii) amounts payable for its property used by it in the year 
in, or held by it in the year in the course of, carrying on 
that insurance. business in Canada to. the extent that the 
interest is paid or payable in respect of that portion of the 
year during which the property. was so used or held, or 


(iii) deposits received or other amounts held by the in- 
surer that arose in connection with life insurance policies 
in Canada or with policies insuring Canadian risks. 


Pre-RSC History: Para. 138(5)(a) substituted by, 1988, c., 55, 
subsec. 125(7), applicable to taxation years commencing after June 
17, 1987 that end after 1987. Para. (a) formerly read: 


(a) in the case of an insurer, other than a resident of Canada 
that does not carry on a life insurance business, no deduction 
may be made under paragraph 20(1)(1) or section 33 in com- 
puting its income for a taxation year from its life insurance 
business in Canada in respect of a premium or other consider- 
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ation for a life insurance policy in Canada or a Canada’ secur- 
ity or interest thereon; 


Subsec. 138(5) substituted by 1980-81-82-83,.c. 140, subsec. 96(3), 
applicable after November 12, 1981, except subparas. 138(5)(b)(i), 
(ii) effective for taxation years commencing after November 12, 
1981. Subsec. (5) formerly read: 


(5) Notwithstanding any other provision of this Act, in the 
case of an insurer, other than a resident of Canada that does 
not carry on a life insurance business, 


(a) no deduction may be made under paragraph 20(1)(1) 
or section 33 in computing its income for a taxation year 
from its life insurance business in Canada in respect of a 
premium or other consideration for a life insurance pol- 
icy in Canada or a Canada security or interest thereon; 
and 


(b) no deduction may be made under paragraph 20(1)(c) 
or (d) in computing its income for a taxation year from 
Carrying on an insurance business in Canada, except in 
respect of interest in respect of 


(i) borrowed money used. to acquire property used by 
it in, or held by it in the course of, carrying on that 
insurance business in Canada, to the extent that the 
interest is paid or payable in respect of that portion 
of the year during which such property was so used 
or held, 


(ii) amounts payable for property acquired and used 
by it in, or held by it in the course of; carrying on -. 
that insurance business. in Canada to the extent that 
the interest is paid or payable in respect of that por- 
tion of the year during which such property was so 
used or held, or 


(iii), deposits received or other amounts held by the 
insurer that arose in connéction with life insurance 
policies in Canada. 


Subsec. 138(5) substituted by 1977-78, c. 1, subsec. 68(8), applica- 
ble to 1978 et seg. Subsec. (5) formerly read: 


(5) In computing a life insurer’s income for a taxation year 
from carrying on its life insurance business in Canada, no de- 
duction may be made under paragraph 20(1)(1) or section 33. 


Regulations: 2404 (prescribed amount for 138(5)(b)(iv)). 


(5.1) No deduction — No deduction shall be made 
under subsection 20(12) in computing the income of 
a life insurer resident in Canada in respect of foreign 
taxes attributable to its insurance business. 

Pre-RSC History: Subsec. 138(5.1) added by 1980-81-82-83, c: 
140, subsec. 96(3), applicable after November 12, 1981 except in its 
application to taxation years commencing before April 1983, the ex- 
pression “insurance business” in subsec. 138(5.1) shall be read as a 
reference to “insurance business carried on outside Canada”. 
Interpretation Bulletins: IT-506: Foreign income taxes/as a de- 
duction from income. ‘ 


(5.2) [Repealed] 


History: Subsec. 138(5.2) repealed by 1995, c. 21, subsec. 57(5), 
applicable to dispositions occurring after October 30,1994, except 
the disposition of a.debt obligation before July 1995 where 


(a) the disposition is part of a series of transactions or events 
that began before October 31, 1994; : 


(b) as part of the series of transactions or events, the taxpayer 
who acquired the debt obligation disposed of preety before 
October 31, 1994; and 


(c) it is reasonable to consider that one of the main reasons for 
the acquisition of the debt obligation by’ thé taxpayer was to 
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- obtain a deduction because, as a consequence of the disposition 
referred to in paragraph (b), 


(i) an amount was included in the taxpayer’s income for 
any. taxation year, or 


(ii) an amount was subtracted from a balance of undeducted 
outlays, expenses or other amounts of the taxpayer and the 
subtracted amount exceeded the portion, if any, of the bal- 
ance that could reasonably be considered to be in respect of 
the property. 


Subsec. (5.2) formerly read: 


(5.2) Idem — Notwithstanding paragraph (3)(b) and subsec- 
tion (11.4), in computing an insurer’s income for a taxation 
year from carrying on an insurance business, no amount shall 
be deducted in respect of a loss sustained by the insurer on a 
disposition (other than a disposition occurring as a result of 
the application of subsection (11.3)) of property that is a 
share, bond, debenture, mortgage, note, agreement of sale or 
any other form of indebtedness that was not a capital property 
of the insurer and was used by it in the year in, or held by it in 
the year in the course of, carrying on aminsurance business in 
any case where 


(a) during the period commencing 30 days before and 
ending 30 days after the disposition, the insurer or a per- 
son or partnership that does not deal at arm’s length with 
the insurer acquired or agreed to acquire the same or an 
identical property (in this subsection referred to as the 
“substituted property”), and 


(b) at the end of the period referred to in paragraph (a), 
the insurer or the person or partnership, as the case may 
be, owned or had a right to acquire the substituted 
property, 
and any such loss shall be added in computing the cost to the 
insurer or the person or partnership, as the case may be, of the 
substituted property. — 


Pre-RSC History: Subsec. 138(5.2) added by 1988, c. 55, subsec. 
125(8), applicable to taxation years commencing after June 17, 
1987 that end after 1987. 


(6) Deduction for dividends from taxable cor- 
porations — In computing the taxable income of a 
life insurer for a taxation year, no deduction from the 
income of the insurer for the year may be made 
under section 112 but, except as otherwise provided 
by that section, there may be deducted from that in- 
come the total of taxable dividends (other than divi- 
dends on term preferred shares that are acquired in 
the ordinary course of the business carried on by the 
life insurer) included in computing the insurer’s in- 
come for the year and received by the insurer in the 
year from taxable Canadian corporations, 


Related Provisions: 18(1)(c) — Limitation re exempt income; 
55(2) — Deemed proceeds or capital gain; 87(2)(x) — Amalgama- 
tions; 111(7.2) — “Non-capital loss” of life insurer; 112(2.2), 
(2.4) — Where no deduction permitted; 112(3)(b)Q) Reduction 
in loss on subsequent disposition of share; 112(4)(d) — Loss on 
share held as inventory; 112(5.2)B(b)(@), (ii) — Adjustment for divi- 
dends received on mark-to-market property; 115(1)(d.1) — Deduc- 
tion from income of non-resident; 141 — Life insurance corporation 
deemed to be public corporation; 148(4) — Income from disposi- 
tion; 187.2 — Tax on dividends on taxable preferred shares ; 
187.3 — Taxon dividends on taxable RFI shares; 191(4) — Subsec. 
138(6) deemed not to apply; 248(14) — Corporations deemed re- 
lated; 258 — Deemed dividend on term preferred share. 


Pre-RSC History: Subsec. 138(6) amended by 1988, c. 55, sub- 
sec. 125(9) to substitute “‘but, except as otherwise provided by that 


S. 138(7) 


section,” for “but”, applicable with respect to:dividends received af- 
ter 8 p.m. EDST, June 18, 1987. 


Subsec. 138(6) substituted by 1980-81-82-83, c. 48, subsec. 79(1), 
applicable with respect to dividends received after November 16, 
1978. 


Subsec. 138(6) substituted by 1979, c. 5, subsec. 44(2), applicable 
in respect of dividends received after November 16; 1978. Subsec. 
138(6) formerly. read: 


(6) In computing the taxable income of a life insurer for a 
taxation year no. deduction from the income of the insurer for 
the year may. be made. under section, 112 but there may be 
deducted. from such income the aggregate of taxable divi- 
dends included in computing the insurer’s income for the year 
and received by the insurer in the year from taxable Canadian 
corporations. 


Subsec. 138(6) substituted by 1977-78, c. 1, subsec. 68(8), applica- 
ble to 1978 et seg. Subsec. 138(6) formerly read: 


(6) In computing the taxable income of a life insurer for a 
taxation year no deduction from the income of the insurer for 
the year may be made under section 112 but there may be 
deducted from such income the aggregate of 


(a) that proportion of the aggregate of taxable dividends 
included in computing the insurer’s income for the year 
from carrying on its life insurance business in Canada 
and received by the insurer in the year from taxable Ca- 
nadian ‘corporations in respect of shares that were non- 
segregated property of the insurer, that 


(i) the lesser of 


(A) the insurer’s income for the year from carry- 
ing on its life insurance business in Canada, and 


(B) the amount, if any, by which the insurer’s 
net Canadian life investment income for the year 
exceeds the amount determined in respect of the 
insurer for the year under paragraph 209(3)(a) 


is of 
(ii) the insurer’s net Canadian life investment income 
for the year, and 


(b) the aggregate of taxable dividends included in com- 
puting the insurer’s income for the year from carrying on 
its insurance business in Canada other than its life insur- 
ance business and received by the insurer in the year 
from taxable.Canadian corporations. . 


Subsec: 138(6) substituted by 1973-74, c. 14, subsec. 47(5), applica- 
ble to 1972 et seq. 


Interpretation Bulletins: IT-52R4: Income bonds and income 
debentures; IT-328R3: Losses on shares on which dividends have 
been received; IT-385R2: Disposition of an income interest in a 
trust. 


(7) [Repealed] 


Related Provisions: 138(12) — Property used or held in the year 
by. insurance corporation; 138(12) — “Surplus funds derived from 
operations”; 139 — Conversion of insurance corporation into mu- 
tual corporation. | 


History: Subsec. 138(7) repealed by 1997, c,.25, subsec. 39(8), ap- 


‘plicable to 1996 et seg. Subsec. (7) formerly read: 


(7) Amounts paid to shareholders included in taxable in- 
come — The taxable income for a taxation year of a life in- 
surer resident in Canada is its taxable income for the year oth- 
erwise computed under this Part; plus 2 times the amount, if 
any, by which the total of amounts each of which is an 
amount paid by it after the end of its 1968 taxation year and 
before the end of the year as, on account or in lieu of payment 
of, or in satisfaction of dividends or stock dividends or any 
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other amounts that, but for paragraph 84(1)(c.1); would have 
been dividends, exceeds the total of 


(a) the insurer’s undistributed income on hand at the end 
of its 1968 taxation year in respect of which tax under 
this Part has been paid by it, 


(b) the surplus funds derived from operations of the in- 
‘ surer as of the end of the year, 


(c) the total of amounts of surplus contributed ‘to the in- 
surer before the end of the year, 


(d) '/ the total of amounts that, by virtue of this subsec- 
tion, have been added to the taxable income of the insurer 
otherwise computed under this Part in computing its tax- 
able income for taxation years before the year, 


(e) where in the taxation year the insurer carried on an 
insurance business in a country other than Canada, the 
lesser of oe 


(i) the total of dividends and stock dividends in re- 
spect of shares of the capital stock of the insurer paid 
by it in the year out of property other than property 
used by the insurer in the year in, or held by it in the 
year in the course of, carrying on an insurance busi- 
ness in Canada, and 


(ii) the amount of tax for the year paid by the insurer 
to the government of a country other than Canada 
under the income tax laws of that country out of 
property other than-property used by the insurer in 
the year in, or held by it in the year in the course of, 
carrying on an insurance business in Canada, 


(f) where in the taxation year the insurer did not carry on 
an insurance business in a country other than Canada, the 
lesser of 


(i) the total of dividends and stock dividends in re- 
spect of shares of the capital stock of the insurer paid 
by it in the year, and 


(ii) the amount of tax for the year paid by the insurer 
to the government of a country other than Canada 
under the income tax laws of that country, 


(g) the total of all amounts determined under paragraphs 
(e) and. (f) in respect of the insurer for taxation years 
before the, year, and 


(h) the amount, if any, by which the lesser of 


(1) the total of amounts paid after the end of the in- 
surer’s 1968 taxation year and before 1978 as, on ac- 
count or in lieu of payment of, or in satisfaction of, 
dividends or stock dividends in respect of shares of 
the capital stock of the insurer, and 


(ii) the amount, if any, determined in respect of the 
insurer under paragraph 138(7)(c) of the Income Tax 
Act, chapter 148 of the Revised Statutes of Canada, 
1952, as it read in its application to the 1976 taxation 
year 


exceeds 


(iii) the total of amounts of surplus contributed to the 
insurer before 1978. 


Pre-RSC History: That portion of subsec. 138(7) preceding para. 
(a) substituted by 1980-81-82-83, c. 48, subsec. 79(2), applicable to 
1979 et seq. That portion formerly read: 


(7) The taxable income for a taxation year of a life insurer 
resident in Canada is its taxable income for the year other- 
wise computed under this’ Part, plus twice the amount, if any, 
by which the aggregate of amounts paid after the end of its 
1968 taxation year and before the end of the year as, on ac- 
count or in lieu of payment of, or in satisfaction of dividends 
or stock dividends in respect of shares of the capital stock of 
the insurer, exceeds the aggregate of 
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Para. 138(7)(c) substituted, (h) added by 1979, \c..5, subsecs. 44(3), 
(4), applicable to 1977 et seq. Para. (c) formerly read: | 


(c) the insurer’s contributed surplus, 


Para. 138(7)(c), all that portion of para. 138(7)(e) preceding sub- 
para. (i), para. 138(7)(f), substituted by. 1977-78, c. 1, subsecs. 
68(9)-(11), applicable, as to para. 138(7)(c), to 1977 et seq., and, as 
to paras. 138(7)(e), (f), to 1978 et seq. Para. 138(7)(c), that portion 
and para. 138(7)(f) formerly read: 
(c) the lesser of 
(i) the insurer’s accumulated 1968 deficit, and 


(ii) the aggregate of the insurer’s maximum tax-actuarial 
reserves for its 1968 taxation year for its life insurance 
policies in Canada, 


(e) if the insurer has made an election under subsection (9) in 
respect of the year, the lesser of ~ 


(f) if the insurer has not made an election under subsection 
(9). in respect of the year, the lesser of 


(i) that proportion of the aggregate of dividends and stock 
dividends in respect of shares of the capital stock of the 
insurer paid by it in the year that 


(A) the insurer’s gross ‘investment revenue for the 
year (except such part thereof as is required by sub- 
section (9) to be included in computing its income 
for the year) 

is of 
(B) the insurer’s gross investment revenue for the 
year, and 


(ii) the amount of tax for the year paid by the insurer to 
the government of a country other than Canada under the 
income tax laws of that country, and ° 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952’). 


(8) No deduction for foreign tax — No deduc- 
tion shall be made under section 126 from the tax 
payable under this Part for a taxation year by a life 
insurer resident in Canada in respect of such part of 
an income or profits tax as can reasonably be attribu- 
table to income from its insurance business. 

Pre-RSC History: Subsec. 138(8) substituted by 1980-81-82-83. 


c. 140, subsec. 96(4), applicable to taxation years commencing after 
November 12, 1981. Subsec. 138(8) formerly read: 


(8) No deduction shall be made under section 126 from the 
tax payable under this Part for a taxation year by a life insurer 
resident in Canada. 3 


(9) Computation of income — Where in a taxa- 
tion year an insurer (other than an insurer resident in 
Canada that does not carry on a life insurance ‘busi: 
ness) carries on an insurance business in Canada and 
in a country other than Canada, there Shall be in- 
cluded in computing its income for the year from 
catrying on its insurance businesses. in Canada the 
total of 
(a) its gross investment revenue for the year from 
its designated insurance property for the year, and 
(b) the amount prescribed in respect of the insurer 
for the year. 
Related Provisions: 88(1)(¢) — Winding up — gross investment 


revenue; 111(7.1) — Effect of election by insurer under ss. 138(9) 
re 1975 taxation year; 138(3) — Deductions allowed in computing 
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income; 138(7)— Amounts paid to shareholders included in taxa- 
ble income; 138(11.5)(i)—— Transfer of insurance business by non- 
resident insurer; 138(11.91)(d) — Computation of income for non- 
resident insurer; 138(11.92)(c) — Computation of income where in- 
surance business transferred; 142 — Taxable capital gains, etc.; 
148(1) — Amounts included in computing policyholder’s income; 
219(4) — Non-resident insurers. 


History: Subsec. 138(9) amended by 1997, c. 25, subsec. 39(9), 
applicable to 1997 et seg. Subsec. (9) formerly read: 


(9) Where in a taxation year an insurer (other than a resident 

_of Canada that does not carry on a ‘life insurance business) 
carried on an insurance business in Canada and in a country 
other than Canada, there shall be included in computing its 
income for the year from ‘carrying on its insurance businesses 
in Canada the total of 


(a) that part of its gross investment revenue for the year 
that is gross investment revenue from property used by it 
in the year in, or held by it in the year in the course, of, : 
carrying on those insurance businesses in Canada, and 


(b) such additional amount as is prescribed in respect of 
the insurer for the year by regulation. 


Pre-RSC History: Subsec. 138(9): substituted by 1988, c. 55, 
subsec. 125(10), applicable to taxation years commencing after June 
17, 1987 that end after 1987. Subsec. (9) formerly read: 


(9) Where in a taxation year an insurer (other than a resident 
of Canada that does not carry on a life insurance business) 
carried on an insurance business in Canada and in a country 
other than Canada, there shall be included’in computing its 
income for the year from carrying on that business in Canada, . 
that portion of its gross investment revenue for the year that is 
gross investment revenue from property used by it in the year 
in, or held by it in the year in the course of, carrying on that 
business in Canada. 


Subsec. 138(9) substituted by 1977-78, c. 1, subsec. 68(12), applica- 
ble to 1978 et seg. Subsec. (9) formerly read: 


(9) Election as to computation of income — Where in a 
taxation year an insurer (other than a resident of Canada that 
does not carry on a life insurance business) carried on an in- 
surance business in Canada and in a country other than Can- 
ada, there shall be included in computing its income for the 
year from carrying on that business in Canada, 


(a) if the insurer has, in prescribed manner and in accor- 
dance with prescribed conditions, made an election under 
this subsection. in respect of the year, such part of its 
gross investment revenue for the year as is gross invest- 
ment revenue from property used by it in-the year in, or 
held by it in the year in the course of, carrying on that 
business in Canada, and 


(b) in any other case, such part of its gross investment 

revenue for the year as is determined in accordance with 

prescribed rules to be applicable’ to the carrying on by it 
. of that business. in Canada, 


and if the insurer has not so elected in respect of the year, the 
amounts deductible under paragraphs, (3)(b), (c) and (d) in 
computing its income for the year, the amounts required by 
paragraphs (4)(b) and (c). to be included in computing such 
income, the amounts determined under subparagraphs 
(12)(0)G@i) and (iv) for the period ending with the year shall 
be determined in accordance with prescribed rules and the ag- 
gregate of taxable dividends for the purposes of each of 
paragraphs 138(6)(a), 138(6)(b), and 208(2)(b) shall be deter- 
mined in accordance with rules prescribed for the purposes of 
each of those paragraphs respectively. 


All that portion of subsec..138(9) following para. (b) substituted by 
1973-74, c. 14, subsec. 47(6), applicable to 1972 et seq. 


Selected Cases [subsec. 138(9)]: Victory Reinsurance Co. v. 
MNR, {1992} 2 .C.T.C. 2200 (TCC) (Amount of reserve reported to 


S. 138(10) 


Superintendent of Insurance ‘was amount of reserve under Act); 
London Life Insurance Co. v. The Queen, [1990] 1 C.T.C. 43 (FCA) 
(Resident insurer carrying on business out of Canada, although re- 
lated activities in Canada). 


Regulations: 2411 (prescribed amount). 


Forms: T2S(1)(L): Tax calculations for life insurance companies 
(plus schedules L.1 to L.9); T2016: Part XIII tax return’— tax on 
income from Canada of registered non-resident insurers. 


(9.1) [Repealed andes former Act] 


Pre-RSC History [subsec. 138(9.1)]: Subsec. 138(9.1) repealed 
by 1988, c. 55, subsec. 125(11), applicable to taxation years com- 
mencing after June 17, 1987 that end after 1987. Subsec. 138(9.1) 
formerly read: 


(9.1) Gross investment revenue — Where an insurer has 
made an election under subsection (9) in respect of a taxation 
year, such part of its gross investment revenue for the year as 
was, in its return of income required by subsection 150(1) to 
be filed for that year, included in computing its income for 
that year from carrying on an insurance business in Canada — 


(a) shall not-be reduced except with the written consent 
of, and as directed by, the Minister; and 

(b) shall be deemed to be its gross investment revenue 
from property designated by. the insurer in that return to 
be, for the purposes of this Act, property used by it in, or 
held by it in the course of, CAHN on an insurance busi- 
ness in Canada. 


Subsec. 138(9.1): added by 1977-78, c. 1, subsec. 68(12), applicable 
to 1972 et seq. 


(10) Application of financial institution 
rules — Notwithstanding sections 142.3, 142.4 and 
142.5, where in a taxation year an insurer (other than 
an insurer resident in Canada that does not carry on a 
life insurance business) carries on an insurance busi- 
ness in Canada and in a country other than Canada, 
in computing its income for the year from carrying 
on an insurance business in Canada, 


(a) sections 142.3 and 142.5 apply only in respect 
of property that is designated insurance property 
for the year in respect of the business; and 


(b) section 142.4 applies only in respect of the 

disposition of property that, for the taxation year 

in which the insurer disposed of it, was desig- 

nated insurance property in respect of the 
~ business. 


History: Subsec. 138(10) amended by 1997, c. 25, subsec. 39(9), 
applicable to 1997 et seg. Subsec. (10) formerly read: 


(10) Where in a taxation year an insurer (other than an insurer 
resident in Canada that does not carry on a life insurance bus- 
iness) carried on an insurance business in Canada and in a 
country other than Canada, in computing the income of the 
insurer for the year from.carrying on an insurance business in 
-Canada, 


(a) sections 142.3 and 142.5 apply with respect to prop- 
erty used by it in the year in, or held by it in the year in 
the course of, carrying on that. business; and 


(b) section 142.4 applies with respect to the disposition 
of property that, in the taxation year in which the insurer 
disposed of it, was property used by it in the year in, or 
held by it in the year in the course of, carrying on that 
business. 


Subsec. 138(10) added by 1995, c. 21, subsec. 57(6), applicable to 
taxation years that end after February 22, 1994. 
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Pre-RSC History [subsec. 138(10) J: Former subsec. 138(10) 
repealed by 1977-78, c. 1, subsec, 68(12), applicable to 1978 et seq. 
Subsec. (10) formerly read: 


(10) Change in method of computing income — Where an 
insurer has filed a return of income under this Part for:a taxa- 
tion year wherein its income for that year has been computed 
using the method required by such of the provisions of sub- 
section (9) as apply in consequence. of the insurer’s having 
made the election referred to therein, or, if the insurer has not 
elected thereunder, using the method required by the other 
provisions thereof, its income for a subsequent taxation year 
shall be computed in accordance with the method so used un- 
less the insurer, with the concurrence of the Minister and 
upon such terms and conditions as are specified by the Minis- 
ter, adopts the other method and, where appropriate, makes 
an election under that subsection. 


(11) [Repealed]. 


History: Subsec. 138(11) repealed by 1995, c. 21, subsec. SH), 
applicable to taxation years that begin after February 22, 1994. Sub- 
sec. (11) formerly read: 
(11) Profit or loss in respect of Canada security — For 
the purposes of paragraphs (3)(b) and (4)(b), 
(a) the profit or gain made by an insurer in a taxation 
year in respect of a Canada security owned by it that was 
disposed of by it in the year is the amount by which the 
proceeds of disposition to which the insurer thereby be- 
came entitled exceeds the amortized cost of the security 
to the insurer at the time of the disposition; and 
(b) the loss sustained by an insurer in a taxation year in 
respect of a Canada security owned by. it that was dis- 
posed of by it in the year is the amount by which the 
amortized cost of the security to the insurer at the time of 
the disposition exceeds the proceeds of the disposition to 
which the insurer thereby became entitled. 


(11.1) Identical properties — For the purpose of 
section 47, any property of a life insurance corpora- 
tion that would, but for. this subsection, be identical 
to any other property of the corporation is deemed 
not to be identical to the other property unless both 
properties are 


(a) designated insurance property of the insurer in 
respect of a life insurance business carried on in 
Canada; or a 


(b) designated insurance property of the insurer 
in respect of an insurance business in Canada 
other than a life insurance business. 


Related Provisions: 248(12) — Identical properties. 


History: Subsec. 138(11.1) amended by. 1997, c. 25, subsec. 39(9), 
applicable to 1997 er seq. Subsec. (11.1) formerly read: 


(11.1) For the purposes of section 47, any property of a’ life 
insurance corporation that would, but for this subsection, be 
identical to any other property of the corporation shall be 
deemed not to be identical to that other property unless both 
properties. are 


(a) non-segregated property used by it in the year in, or 
held by it in the year in the course of, carrying on a life 
insurance business in Canada; or 


(b) non-segregated property used by it in the year in, or 
held by it in the year in the course of, carrying on an in- 
surance business in Canada other than a life insurance 
business. 


Pre-RSC History: Paras. 138(11.1)(a), (b) substituted for paras. 
(b), (c) by 1980-8 1-82-83. ¢. 140, subsec; 96(5) and amended to 


Income Tax Act, Part I 


add, in each, “by it” and “by it in the year”, applicable to taxation 
years commencing after November:12, 1981.) | 


Para. 138(11.1)(a) repealed by 1977-78, c. 1, subsec. 68(13), appli- 
cable to 1978 et seq. Para. 138(11.1)(a) formerly read: 


(a) included in the same segregated. fund of the corporation; . 


Subsec. 138(11.1) added by 1974-75, c. 26, subsec. 95(2), applica- 
ble to: 1972 et seq. 


I.T. Application Rules: 26(8.1) (property owned since before 
1972). 


Interpretation Bulletins: 1T-387R2: Meaning of. “identical 
properties”. had 


(11.2). Computation of capital gain on pre- 
1969 depreciable Property — For the purposes 
of computing the amount of a capital gain from the 
disposition of any depreciable property acquired by a 
life insurer before 1969, the capital cost of the prop- 
erty to the insurer shall be its capital cost determined 
without reference to paragraph 32(1)(a) of An Act to 
amend the Income Tax Act, chapter 44 of the Statutes 
of Canada 1968-69, as it read in its application to the 
1971 taxation year. 


Pre-RSC History: Subsec. 138(11.2) added by 1974-75, c. 26, 
subsec. 95(2), applicable to 1972 ef Seq. 


(11.3) Deemed disposition — Subject to subsec- 
tion (11.31), where a property of a life insurer resi- 
dent in Canada that carries on an insurance business 
in Canada and in a country other than Canada or of a 
non-resident insurer is 


(a) designated insurance property of the insurer 
for a taxation year, was owned by the insurer at 
the end of the preceding taxation year and was 
not designated insurance property of the insurer 
for that preceding year, or 


(b) not designated insurance property for a taxa- 
tion year, was owned by the insurer at the end of 
the preceding taxation year and was designated 
insurance property of the insurer for that preced- 
ing year, 
the insurer is deemed to have disposed of the prop- 
erty at the beginning of the year for proceeds of dis- 
position equal to its fair market value at that time 
and to have immediately thereafter reacquired the 
Property at a cost equal to that fair market value. 


Related Provisions: 54“superficial loss”(c) — Superficial loss 
tule does not apply; 138(1 1.31) — Exception where mark-to-market 
deemed disposition has applied; 138(11.4) — Loss deductible only 
in year property disposed of, 


History: Subsec. 138(11.3) amended by 1997, c. 25, ‘subsec. 
39(10), applicable to 1997 et seq. Subsec. (11.3) formerly read: 


(11.3) Subject to subsection (11.31), and except for the pur- 
poses of paragraph 20(1)(1), the description of A in the defini- 
tion “undepreciated capital cost” in subsection 13(21) and 
paragraph (b) of the description of F in that definition and any 
regulations made for the purpose of the definition “property 
used by it in the year in, or held by it in the year in the course 
of” in subsection (12), where a life insurer resident in Can- 
ada, or a non-resident insurer, that carries on an insurance 
business in Canada and ina country other than Canada, at any 
time, 


(a) acquires property for some ‘other purpose. and at a 
later time commences to’ use that property as. property 
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‘used by it in the year in, or held by it in the year in the 
course of, carrying on an insurance business in Canada, 
Or 


(b) acquires property for use as property used by it in the 
year in, or held by it in the year in the course of, carrying 
on an insurance business in Canada and at a later time 
commences to use the property for some other Bus Dobe 


(c), (d) [Repealed] 


the insurer shall be deemed to have disposed of the property 
at that later time for proceeds of disposition equal to its fair 
market value at that time and to have immediately thereafter 
reacquired the property at a cost equal to that fair market 
value. 


The opening words of subsec.:138(11. 3) a amended by 1995, c. 21, 
subsec. 57(8), applicable to changes in use of property occurring in 
taxation years that begin after October 1994. The opening words 
formerly read: 


(11.3) Except for the purposes of paragraphs (3)(d), (4)(c) 
and 20(1)(1), the description of A in the definition “un- 
depreciated capital cost” in subsection 13(21) and paragraph 
(b) of the description of F in that definition and any regula- 
tions made for the purpose of the definition “property used by 
it in the year in, or held by it in the year in the course of” in 
subsection (12), where a life insurer resident in Canada, or a 
non-resident insurer, that’ carries'on an insurance business in 
Canada and in a country other than Canada, at any time, 


Paras. 138(11.3)(c) and (d) repealed by 1995, c. 21, subsec. 57(9), 
applicable to changes in use of property occurring ake February 
22, 1994. Paras. (c) and (d) formerly read: 


(c) acquires property that is a bond, debenture, mortgage, 
agreement of sale:or any other form of indebtedness for use 
as property used by it in the year in, or held by it in the year 
in the course of, carrying ona life insurance business in Can- 
ada and at a later time commences to use the property in, or 
hold it in the course of, carrying on a business other than a 
life insurance business in Canada, or 


(d) acquires property that is a bond, debenture, mortgage, 
agreement of sale or any other form of indebtedness for use 
in, or to be held in the course of, carrying on a business other 
than a life insurance business in Canada and at a later time 
commences to, use the property as property used by it in the 
year in, or held by it in the year in the course of, carrying on a 
life insurance business in Canada, 


That portion of subsec, 138(11.3):preceding para. (a) substituted by 
1994, c, 7, Sch. IL (1991, c. 49), subsec..114(2), applicable to taxa- 
tion years beginning after June 17, 1987 that end after 1987. That 
portion formerly read: 


(11.3) Except for the purposes of the definition “amortized 
cost” in subsection 248(1) as it applies to paragraphs (3)(d) 
and (4)(c), paragraph 20(1)(1), the description of A in the def- 
inition “‘undepreciated capital cost” in subsection 13(21) and 
paragraph (b) of the description of F in that definition and any 
regulations made for the purposes of the definition “property 
used by it in the year in, or held by it in the year in the course 
of’ in subsection (12), where a life insurer resident in Can- 
ada, or a non-resident insurer, that carries on an insurance 
business in Canada and in a country other than Canada, at any 
time, 
Pre-RSC History: That portion of subsec, 138(11.3) preceding 
para. (a) substituted and paras. 138(1 1.3)(c) and (d) added by 1988, 
c. 55, subsecs. 125(12), (13), applicable to taxation years commenc- 
ing after June 17, 1987 that end after 1987. That portion preceding 
para. (a) formerly read: 


(11.3) Except for the purposes of paragraph (12)(b) as it ap- 
plies to paragraph (3)(c), subparagraph 13(21)(f)(@i), clause 
13(21)(f)(iv)(B), paragraphs (3)(d) and (4)(c) and any regula- 
tion made under paragraph (12)(1), where a life insurer resi- 


S. 138(11.4) 


dent in Canada,’or a non-resident insurer, that carries on an 
insurance business in Canada and in a country other than 
Canada, at any time, 


_ All that portion of subsec. 138(11.3) preceding para. (a) thereof sub- 


stituted by 1984, c. 1, s. 79, applicable with respect to changes in 
use of property occurring in taxation years commencing after No- 
vember 12, 1981. That portion formerly read: 


(11.3) Deemed disposition and reacquisition of property 
by life insurer — For the purposes of this Part, other than 
subparagraph 13(21)(N(j), clause 13(21)(f)(iv)(B), and any 
regulation made under paragraph 12(1), where a life insurer 
resident in Canada, or a non-resident insurer, that carries on 
an insurance business in Canada and in a country other than 
Canada, at any time, 


Subsec.. 138(11.3) added by 1980-81-82-83, c. 140, subsec.. 96(6), 
applicable, with respect to. changes in use. of property occurring in 
taxation years commencing after. November 12, 1981. 


1.T. Application Rules: 26(17.1) (TAR 26 does not apply to 
property owned since before 1972 where 138(11.3) applies). 


(11.31) Exclusion from deemed disposition — 
Subsection (11.3) does not apply 


(a) to deem a disposition in a taxation year of a 
property of an insurer where subsection 142.5(2) 
deemed the insurer to have disposed of the prop- 
erty in its preceding taxation year; nor 


(b) for the purposes of paragraph 20(1)(1), the 
description of A and paragraph (b) of the descrip- 
tion of F in the definition “undepreciated capital 
cost” in subsection 13(21) and the definition 
“designated insurance property” in subsection 
(12). 

History: Subsec. 138(11.31) amended by 1997, c. 25, subsec. 

39(10), applicable to 1997 et seg. Subsec. (11.31) formerly read: 


(11. 31) Subsection (11.3) does not apply in respect of a 
change in use of a property of an insurer where subsection 
142.5(2) deemed the insurer to have disposed of the property 
‘in the taxation year that ended immediately before the change 
in use. 


Subsec. 138(11.31) added by 1995, c: 21, subsec. 57(10), applicable 
to changes in use of property PecUrNS in taxation years that begin 
after October 1994. 


(11.4) Deduction of loss — Notwithstanding any 
other provision of this Act, where an insurer has a 
loss for a taxation year from the disposition, because 
of subsection (11.3), of a property other than a speci- 
fied debt obligation (as defined in subsection 
142.2(1)), and the loss would, but for this subsection, 
have been deductible in the year, the loss shall be 
deductible only in the taxation year in which the tax- 
payer disposes of the property otherwise than be- 
cause of subsection (11.3). 


History: Subsec. 138(11.4) amended by 1995, c. 21, subsec. 


_57(11), applicable to property deemed by subsection 138(11 .3) to be 


disposed of after 1994. Subsec. (11.4) formerly read: 


(11.4) Rules on deemed disposition and reacquisition — 
Where, but for this subsection, an insurer in a taxation year 
would, by virtue of subsection (11.3), have realized an other- 
wise deductible loss for the year in respect of any property, 
notwithstanding any other provision of this Act, that loss 
shall be deductible only in the taxation year in which the in- 
surer disposes of the property otherwise than by virtue of sub- 
section (11.3). 
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Pre-RSC History: Subsec. 138(11.4) added by 1980-81-82-83, c. 
140, subsec. 96(6), applicable to taxation years commencing. after 
November 12, 1981. 


(11.41) [Repealed] 


History: Subsec. 138(11.41) repealed by 1995, c. 21, subsec. 
57(12), applicable to changes in use of property occurring after Feb- 
ruary 22, 1994. Subsec. (11.41) formerly read: 


(11.41) Inclusion of gain — Where, by reason of a change in 
use referred to in paragraph (11.3)(c) or (d) of a property that 
is a bond, debenture, mortgage, agreement of sale or any 
other form of indebtedness, an insurer would, by reason of 
subsection (11.3), have realized an otherwise taxable gain at 
any time in respect of such property, that gain shall be in- 
cluded in computing the income of the insurer only in the tax- 
ation year in which the insurer disposes of or is deemed to 
have disposed of the property otherwise than by reason of a 
change in use of the property referred to in paragraph 
(11.3)(c) or (d). 


Pre-RSC History: Subsec. 138(11.41) added by 1988, ¢. 55, sub: 
sec. 125(14), applicable to taxation years commencing after June 
17, 1987 that end after 1987. 


the transferred property shall be deemed to be the 
cost amount, at that time, to the transferor of the 
transferred property, and in any other case, the 
provisions of subsection 85(1) shall be applied in 
respect of the transfer, rip 


(f) where the. provisions of subsection 85(1) are 
not required to be applied in respect of the trans- 
fer, the cost to the transferor of any particular 
property (other than shares of the capital stock of 
the transferee or a right to receive any such 
shares) received or receivable by it.as considera- 
tion for the transferred property shall be deemed 
to be the fair market value, at that time, of the 
particular property, 


(g) where the provisions of subsection 85(1) are 
not required to be applied in respect of the trans- 
fer, the cost to the transferor of any shares of the 
capital stock of the transferee received or receiva- 
ble by the transferor as consideration for the 


ae : transferred rty shall be d d to b 
(11.5) Transfer of insurance business by non- 1 ROAIGS SANE le of il eo BE Oh ee 


resident insurer — Where 


(a) a non-resident insurer (in this subsection re- 
ferred to as the “‘transferor”) has, at any time in a 
taxation year, ceased to carry on all or substan- 
tially all of an insurance business carried on by it 
in Canada in that year, 


(b) the transferor has,°at that time or within 60 
days thereafter, transferred all or substantially all 
of the property owned by it at that time and used Ax B 
by it in the year in, or held by it in the year in the : C 
course of, carrying on that insurance business in 
Canada in that year (in this subsection referred to 
as the “transferred property’’) to a corporation (in 


(i) where the shares are preferred shares of 
any class of the capital stock of the transferee, 
the lesser of 


(A) the fair market value of those shares. 
immediately after the transfer of the trans- 
ferred property, and 


(B) the amount determined by the formula 


where 


A is the amount, if any, by which the pro- 


this subsection referred to as the “transferee’’) 
that is a qualified related corporation (within the 
meaning assigned by subsection 219(8)) of ‘the 
transferor that, immediately after that time, began 
to carry on that insurance business in Canada and 
the consideration for the transfer includes shares 
of the capital stock of the. transferee, 


(c) the transferee has, at that time or within 60 
days thereafter, assumed or reinsured all or sub- 
stantially all of the obligations of the transferor 
that arose in the course of carrying on that insur- 
ance business in Canada, and 


(d) the transferor and the transferee have jointly 
elected in prescribed form and in accordance with 
subsection (11.6), sa 


the following rules apply: 


(e) subject to paragraph (k.1), where the fair mar- 
ket value, at that time, of the consideration (other 
than shares of the capital stock of the transferee 
or a right to receive any such shares) received or 
receivable by the transferor for the transferred 
property does not exceed the total of the cost 
amounts to the transferor, at that time, of the 
transferred property, the proceeds of disposition 
of the transferor and the cost to the transferee of 
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ceeds of disposition of the transferor of 
the transferred property determined 
under paragraph (e) exceed the fair 
market value, at that time, of the con- 
sideration (other than shares of the cap- 
ital stock of the transferee or a right to 
receive any such shares) received or re- 
ceivable by the transferor for the trans- 
ferred property, . 


B_ is the fair market value,. immediately 
after the transfer of the transferred 
property, of those preferred shares of 
that class, and 


C is the fair market value, immediately 
after the transfer of the transferred 
property, of all preferred shares of the 
capital stock of the transferee receiva- 
ble by the transferor as consideration 
for the transferred property, and 


(ii) where the shares are common shares of 
any class of the capital stock of the transferee, 
the amount determined by the formula 


B 
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where 


A is the amount, if any, by which the pro- 
ceeds of disposition of the transferor of the 
transferred property determined. under par- 
agraph (e) exceed the total of the fair mar- 
ket value, at that time, of the consideration 


(other than shares of the capital stock of | 


the transferee or a right to receive any such 
shares) received or receivable by the trans- 
feror for the transferred property and the 
cost to the transferor of all preferred shares 
of the capital stock of the transferee re- 
ceivable by the transferor as consideration 
for the transferred property, 


B is the fair market value, immediately after 
the transfer of the transferred property, of 
those shares of that class, and 


C_ is the fair market value, immediately after 


the transfer of the transferred property, of | 


all common shares of the capital stock of 
the transferee receivable by the transferor 
as consideration’ for the transferred 
property, 
(h) for the purposes of this Act, the transferor and 
the transferee shall be deemed to have had taxa- 
tion years ending immediately before that time 
and, for the purposes of determining the fiscal pe- 
riods of the transferor and transferee after that 
time, they shall be deemed not to have estab- 
lished fiscal periods before that time, 


(i) for the purpose of determining the amount of 
gross investment revenue required by subsection 
(9) to be included in computing the transferor’s 
income for the particular taxation year referred to 
in paragraph (h) and its gains and losses from its 
designated insurance property for its subsequent 
taxation years, the transferor is deemed to have 
transferred the business referred to in paragraph 
(a), the property referred to in paragraph (b) and 
the obligations referred to in paragraph (c) to the 
transferee on the last day of the particular year, 


(j) for the purpose of determining the income of 
the transferor and the transferee for their taxation 
years following their taxation years referred to in 
paragraph (h), amounts deducted by the trans- 
feror as reserves under subparagraphs (3)(a)(), 
(ii) and (iv), paragraphs 20(1)(1) and (1.1) and 
20(7)(c) of this Act and section 33 and paragraph 
138(3)(c) of the Income Tax Act, chapter 148 of 
the Revised Statutes of Canada, 1952, in its taxa- 
tion year referred to in paragraph (h) in respect of 
the transferred property referred to in paragraph 
(b) or the obligations referred to in paragraph (c) 
shall be deemed to have been deducted by the 
transferee; and not the transferor, for its taxation 
year referred to in paragraph (h), 


(j.1) for the purpose of determining the income of 
the transferor and the transferee for their taxation 
years following their taxation years referred to in 
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paragraph (h), amounts included under 
paragraphs (4)(b) and 12(1)(e.1) in computing the 
transferor’s income for its taxation year referred 
to in paragraph (h) in respect of the insurance 
policies of the business referred to in paragraph 
(a) are deemed to have been included in comput- 
ing the income of the transferee, and not of the 
transferor, for their taxation years referred to in 
paragraph (h), ny 

(k) for the purposes of this section, sections 12, 
12.3, 12.4, 20, 138.1, 140 and 142, subsections 
142.5(5) and (7), paragraphs 142.4(4)(c) and (d), 
section 148 and Part XII.3, the transferee shall, in 
its taxation years following its taxation year re- 
ferred to in paragraph (h), be deemed to be the 


- game person as, and a continuation of, the trans- 


feror in respect of the business referred to in par- 
agraph (a), the transferred property referred to in 
paragraph (b) and the obligations referred to in 
paragraph (c), 

(k.1) except for the purpose of this subsection, 
where the provisions of subsection 85(1) are not 
required to be applied in respect of the transfer, 


(i) the transferor shall be deemed not to have 
disposed of a transferred property that is a 
specified debt obligation (other than a mark- 
to-market property), and 


(ii) the transferee shall be deemed, in respect 
of a transferred property. that is a specified 
debt obligation (other than a mark-to-market 
property), to be the same person as, and a con- 
tinuation of, the transferor, 


and for the purpose of this paragraph, “‘mark-to- 
market property” and “specified debt obligation” 
have the meanings assigned by subsection 
142.2(1), 


(k.2) for the purposes of subsections 112(5) to 
(5.2) and (5.4) and the definition “mark-to-mar- 
ket property” in subsection 142.2(1), the trans- 
feree shall be deemed, in respect of the trans- 
ferred property, to be the same person as, and a 
continuation of, the transferor, 


(1) for the purposes of this subsection and subsec- 
tions (11.7) and (11.9), the fair market value of 
consideration received by the transferor from the 
transferee in respect of the assumption or reinsur- 
ance of a particular obligation referred to in para- 
graph (c) shall be deemed to be the total of the 
amounts deducted by the transferor as a reserve 
under subparagraphs (3)(a)(@), (ii) and (iv) and 
paragraph 20(7)(c) in its taxation year referred to 
in paragraph (h) in respect of the particular obli- 
gation, and 
(m) for the purpose of computing the income of 
the transferor or the transferee for their taxation 
years following their taxation years referred to in 
paragraph (h), 

(i) an amount in respect of a reinsurance pre- 

mium paid or payable by the transferor to the 
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transferee in respect of the obligations re- 
ferred to in paragraph (c), or 


(ii) an amount in respect of a reinsurance 
commission paid or payable by the transferee 
to the transferor in respect of the amount re- 
ferred to in subparagraph (i) 


under a reinsurance arrangement undertaken to 
effect the transfer of the insurance business to 
which this subsection applied shall be included or 
deducted, as the case may be, only to the extent 
that may be reasonably regarded as necessary to 
determine the appropriate amount of income of 
both the transferor and the transferee. 


Related Provisions: 138(11.6) — Time of election; 138(11.7) — 
Computation of paid-up capital; 138(11.94) — Transfer of business 
by resident insurer; 142.6(5), (6) — Acquisition of specified debt 
obligation by financial institution in rollover transaction: 
181.3(3)(d)@)(A)(ID), 190.13(c)()(A) (ID) — Effect on capital tax; 
219(5.2) Branch tax —election by non-resident insurer who has 
transferred business; Reg. 8101(4) — Inclusion in income of trans- 
feree re unpaid claims reserve; Reg. 8103(4) — Mark-to-market — 
transition inclusion; Reg. 9204(3) — Residual portion of specified 
debt obligation. 


History: Para. 138(11:5)(i) amended, para. (j.1) added, by 1997, c. 
25, subsecs, 39(11), (12); para. (i) applicable to the transfer by an 
insurer of an insurance business in its 1997 or a subsequent taxation 
year; para. (§j.1) applicable to 1996 et seg. Para. (i) formerly read: 


(i) for the purpose of determining the. amount of gross invest- 
ment revenue required to be included in computing the trans- 
feror’s income for the year under subsection (9) and its gains 
and losses from property used by it in the year in, or held by 
it in the year in the course of, carrying on an insurance busi- 
ness in Canada for its taxation years following its year re- 
ferred to in paragraph (h), the transferor shall be deemed to 
have transferred the business referred to in paragraph (a), the 
property referred to in paragraph (b) and the obligations re- 
ferred to in paragraph (c) to the transferee on the last day of 
its taxation year referred to.in paragraph (h), 


Para. 138(11.5)(e) amended by 1995, c. 21, subsec. 57(13), applica- 
ble to transfers of insurance businesses occurring after February 22, 
1994. Para. (e) formerly read: 


. (e), where the fair market value, at that time, of the considera- 
tion (other than shares of the capital stock of the transferee or 
a right to receive any such shares) received or receivable by 
the transferor for the transferred property does not exceed the 
total of the cost amounts to the transferor, at that time, of the 
transferred property, the proceeds of disposition of the trans- 
feror and the cost to the transferee of the transferred property 
shall be deemed to be the cost amount, at that time, to the 
transferor of the transferred property, and in any other case, 
the provisions of subsection 85(1) shall be applied in respect 
of the transfer, 


Para. 138(11.5)(k) amended and paras. (k.1) and (k.2) added by 
1995, c. 21, subsec. 57(14); para. (k) applicable to transfers of in- 
surance businesses occurring after October 1994, para. (k.1) appli- 
cable to transfers of insurance businesses occurring after February 
22, 1994, and para. (k.2) applicable to transfers of insurance busi- 
nesses occurring at any time (including, for greater certainty, trans- 
fers occurring before June 22, 1995). Para. (k) formerly read: 


(k) for the purposes of this section, sections 1 AZB ATA? 
20, 138.1, 140, 142 and 148 and Part XII.3 of this Act and of 
section 33 of the Income Tax Act, chapter 148 of the Revised 
Statutes of Canada, 1952, as it applied to taxation years and 
fiscal periods beginning before June 18, 1987, the transferee 
shall, in its taxation years following its taxation year referred 
to in paragraph (h), be deemed tobe the same person as, and 
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a continuation of, the transferor in respect of the business re- 
ferred to in paragraph (a), the transferred property referred to 
in paragraph (b) and the obligations referred to in paragraph 
(c), 


Paras. 138(11.5)(b) and (k) amended by 1994, c. 7, Sch. II (1991, e. 
49), subsecs. 114(3), (4), applicable to transfers of an insurance bus- 
iness occurring after December 15, 1987. Paras. (b), (k) formerly 
read: 


(b) the transferor has, at that time or within 60 days thereaf- 
ter, transferred all or substantially all of the-property used by 
it in the year in, or held by it in the year in the course of, 
carrying on that insurance business in Canada in that year (in 
this subsection referred to as the “transferred: property”) to a 
corporation (in this subsection referred to as the “‘transferee”) 
that is a qualified related corporation (within the meaning as- 
signed by subsection 219(8)) of the transferor which, immedi- 
ately after that time, commenced to carry on that insurance 
business in Canada and the consideration for the transfer in- 
cludes shares of the capital stock of the transferee, 


(k) for the purposes of this section and sections 12, 12.3, 
12.4, 20, 138.1, 140, 142 and 148 of this Act and section 33 
of the Income Tax Act, chapter 148 of the Revised Statutes of 
Canada, 1952, the transferee shall, in its taxation years fol- 
lowing its taxation year referred to in paragraph (h), be 
deemed to be the same person as, and a continuation of, the 
transferor in respect of the business referred to in paragraph 
(a), the transferred property referred to in paragraph (b) and - 
the obligations referred to in paragraph (c), ' 


Pre-RSC History: Subsec. 138(11.5) substituted by 1988, c. 55,_ 
subsec. 125(15), applicable to transfers of an insurance business af- 
ter December 15, 1987; and, where the transferor has, before: De- 
cember 16, 1987 and with the approval.of the Minister of Finance, 
entered into an agreement to transfer, after December 15, 1987. and 
before 1988, an insurance business to the transferee and the trans- 
feror and the transferee subsequently amend the agreement or enter 
into another agreement in 1988 in respect of the transfer-of the in- 
surance business and the transfer of the insurance business is made 
before 1989, then, if the amended or subsequent agreement so pro- 
vides and the transferor and the transferee jointly so elect in accor- 
dance with subsec. 138(11.6), the transfer shall be deemed to have 
occurred on January 1, 1988. Subsec. (11.5) formerly read: 


(11.5) Exception — Where a non-resident insurer 


(a) has ceased to carry on an insurance business in Can- 
ada in a taxation year or is entitled to make an election 
under subsection 219(4) in respect of a taxation year, 


(b) has transferred all property used by it in the year in, 
or held by it in the year in the course ‘of, catrying on an 
insurance business in Canada to a qualified related corpo- 
ration of the insurer (within the meaning assigned by sub- 
section 219(8)) or to a corporation resident in Canada 
that carries on an insurance business in Canada and is a 
subsidiary wholly-owned corporation of-a qualified re- 
lated corporation of the insurer, and 


(c) has jointly so elected, in prescribed form and within 
the time determined under subsection (11.6), with the 
corporation to which the property was transferred, 


subsection (11.3) shall not apply in respect of the transferred 
property and, where no election was made under subsection 
85(1) in respect of the transferred property, the proceeds of 
disposition thereof to the non-resident insurer and the cost 
thereof to the corporation to which it was transferred shall be 
deemed to be the cost amount to the non-resident insurer of 
the transferred property. 


Subsec. 138(11.5) added by 1980-8 1-82-83, c. 140, subsec. 96(6), 
applicable to taxation years commencing after November 12, 1981, 
except that in its application to transfers of property made ‘before 
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April 1983, the reference in ‘para. 138(11.5)(b) to “all property” 
shall be read as.a reference to “any, property”. 


|.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Forms: T2100: Joint election in respect of an insurance business 
transferred by a non-resident insurer. 


(11.6) Time of election — Any election under 
subsection (11.5) shall be made on or before the day 
that is the earliest of the days on or before which any 
taxpayer making the election is required to file a re- 
turn of income pursuant to section 150 for the taxa- 
tion year in which the transactions to which the elec- 
tion relates occurred. 


Pre-RSC History: Subsec. 138(11.6) added by 1980-8 1-82-83, c. 
140, subsec. 96(6), applicable to taxation years commencing after 
November 12, 1981. 


(11.7) Computation of paid-up capital — 
Where, after December 15, 1987, subsection (11.5) 
is applicable in respect of a transfer of property by a 
non-resident insurer to a qualified related corpora- 
tion of the insurer and the provisions of subsection 
85(1) were not required to be applied in respect of 
the transfer, the following rules apply: 


(a) in computing the paid-up capital, at any time 
after the transfer, in. respect of any particular 
class of shares of the capital stock of the qualified 
related corporation, there shall be deducted an 
amount determined by the formula | 


GC 
‘Aan iB) fai 
(A — B) i 


where 


A. is the increase, if any, determined without ref- 
erence to. this subsection as it applies to the 
transfer, in the paid-up capital in respect of all 
the shares of the capital stock of the corpora- 
tion as a result of the transfer, 


B is the amount, if any, by which the cost of the 
transferred property to the corporation, imme- 
diately after the transfer, exceeds the fair mar- 
ket value, immediately after the transfer, of 
any consideration (other than ‘shares of the 
capital stock of the corporation) received or 
receivable by the insurer from the corporation 
for the property, and 


C. is the increase, if any, determined without ref- 
erence to this subsection as it applies to the 
transfer, in the paid-up capital in respect of 
the particular class of shares as a result of the 
acquisition by the corporation of the trans- 
ferred property; and 


(b) in computing the paid-up capital, at any time 
after December 15, 1987, in respect of any partic- 
ular class of shares of the capital stock of the 
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qualified related corporation, there shall be added 
an amount equal to the lesser of 
(i) the amount, if any, by which 
_ (A) the total of all amounts each of which 
is an amount deemed by subsection 84(3), 
(4) or (4.1) to. be a dividend on shares of 
that class paid after December 15, 1987 
and before that time by the corporation 


exceeds 


(B) the total of such dividends that would 
have been determined under clause (A) if 
this Act were. read without reference to 
paragraph (a), and 
(ii) the total of all amounts each of which is an 
amount required by paragraph (a) to be de- 
ducted in computing the paid-up capital in re- 
spect of that class of shares after December 
15, 1987 and before that time. 
Related Provisions: 138(11.5)(1) — Transfer of insurance busi- 


ness by non-resident insurer; 257 —Formula cannot calculate to 
less than zero. 


- Pre-RSC History: Subsec. 138(11.7) added by 1988, c.55, sub- 


sec. 125(16), applicable after December 15, 1987. 


(11.8) Rules on transfers of depreciable prop- 
erty — Where | 
(a) subsection (11.5) is applicable in respect of a 
transfer of depreciable property by a non-resident 
insurer to a qualified related corporation, 


(b), the provisions of subsection 85(1).were not 
required to be applied in respect of the transfer, 
and 


(c) the capital cost to the insurer of the deprecia- 
ble property exceeds its proceeds of disposition 
therefor, hha i ps 


for the purposes of sections 13 and 20 and any regu- 
lations made under paragraph 20(1)(a), the following 
rules apply: 


(d) the capital cost of the depreciable property to 
the corporation shall be deemed to be the amount 
that was the capital cost thereof to the insurer, 
and 


(e) the excess shall be deemed to have: been al- 
lowed to the corporation in respect of the prop- 
erty under regulations made under. paragraph 
20(1)(a) in computing its income for taxation 
years ending before the transfer. 

Pre-RSC History: Subsec. 138(11.8) added by 1988, c. 55, sub- 


sec. 125(16), applicable to transfers of property occurring after De- 
cember.15, 1987. 


(11.9) Computation of contributed surplus — 


Where, after December 15, 1987, subsection (41.5) 
or 85(1) is applicable in respect of a transfer of prop- 
erty by a person or partnership to an insurance cor- 
poration resident in Canada and 

(a). the total of 


(i) the fair market value, immediately after the 
transfer, of any consideration’ (other than 
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shares of the capital stock of the corporation) 
received or receivable by the person or part- 
nership from the corporation for the trans- 
ferred property, 

(ii) the increase, if any, in the paid-up capital 
of all the shares of the capital stock of the cor- 
poration (determined without reference to 
subsection (11.7) or 85(2.1) as it applies in re- 
spect of the transfer) arising on the transfer, 
and 


(ili) the increase, if any, in the contributed sur- 
plus of the corporation (determined without 
reference to this subsection as it applies in re- 
spect of the transfer) arising on the transfer 


exceeds 
(b) the total of 


(i) the total of all amounts each of which is an 
amount required to be deducted in computing 
the paid-up capital of a class of shares of the 
capital stock of the corporation under subsec- 
tion (11.7) or 85(2.1), as the case may be, as it 
applies in respect of the transfer, and 


(ii) the cost to the corporation of the trans- 
ferred. property; 


for the purposes of paragraph 84(1)(c.1) and subsec- 
tions 219(5.2) and (5.3), the contributed surplus of 
the corporation arising on the transfer shall be 
deemed to be the amount, if any, by which the 
amount of the contributed surplus otherwise deter- 
mined exceeds the amount, if any, by which the total 
determined under paragraph (a) exceeds the total de- 
termined under paragraph (b). 
Related Provisions: 138(11.5)(1) — Transfer of insurance busi- 
ness by non-resident insurer. 


Pre-RSC History: Subsec. 138(11.9) added by 1988, c. 55, sub- 
sec. 125(16), applicable to transfers of property occurring after De- 
cember 15, 1987. 


(11.91) Computation of income of non- 
resident insurer — Where, at any time in a partic- 
ular taxation year, ip 
(a) a non-resident insurer carries on an insurance 
business in Canada, and 


(b) immediately before that time, the insurer was 
not carrying on an insurance business in Canada 
or ceased to be exempt from tax under this Part 
on any income from such business by reason of 
any Act of Parliament or anything approved, 
made or declared to have the force of law 
thereunder, 


for the purpose of computing the income of the in- 
surer for the particular taxation year, 


(c) the insurer shall be deemed to have had a tax- 
ation year ending immediately before the com- 
mencement of the particular taxation year, 

(d) for the purposes of paragraphs 12(1)(d) and 
(e), paragraph (4)(a), subsection (9) and the defi- 
nition “designated insurance property” in subsec- 
tion (12), the insurer is deemed to have carried on 
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the business in Canada in that preceding year and 
to have claimed the maximum amounts to which 
it would have been entitled under paragraphs 
20(1)(1) and (1.1) and 20(7)(c) and subparagraphs 
(3)(a)G), (ii) and (iv) for that year, 


(d.1) for the purposes of subsection 20(22) and 
subparagraph (3)(a)(ii.1), 


(i) the insurer is deemed to have carried on the 
business referred to in paragraph (a). in Can- 
-ada in the preceding taxation year referred to 
in paragraph (c), and 


(ii) the amounts, if any, that would have been 

~ prescribed in respect of the insurer for the pur- 
poses of paragraphs (4)(b)-and 12(1)(e.1) for 
that preceding year in respect of the insurance 
policies of that business are deemed to have 
been included in computing its income. for 
that year, 


(e) the insurer shall, immediately before the com- 
mencement of the particular taxation year, be 
deemed to have disposed of each property. that 
was owned by it at that time and used by it in the 
year in, or held by it in the year in the course of, 
carrying on the business referred to in paragraph 
(a) for proceeds of disposition equal to the fair 
market value of the property at that time and to 
have reacquired the property at that time at a cost 
equal to that fair market value, and 


(f) where paragraph (e) applies in respect of de- 
preciable property of the insurer and the cost 
thereof to the insurer immediately before the 
commencement of the particular taxation year ex- 
ceeds the fair market value thereof at that time, 
for the purposes of sections 13 and 20 and any 
regulations made under paragraph 20(1)(a), 


(i) the capital cost of the property to the in- 
surer at that time shall be deemed to be the 
cost thereof to the insurer at that time, and 


(11) the excess shall be deemed to have been 
allowed to the insurer in respect of the prop- 
erty under regulations made under paragraph 
20(1)(a) in computing. its income for taxation 
years ending before the commencement of the 
particular taxation year. ; 


Related Provisions: 95(2)(k)(v) — Application to start-up of 
business of foreign affiliate. 


History: Para. 138(11.91)(d) amended, para. (d.1) added, by 1997, 
c, 25, subsec. 39(13); para. (d) applicable to 1997 et:seq., and para. 
(d.1) applicable to 1996 et seg. Para. (d) formerly read: 


(d) for the purposes of paragraphs 12(1)(d) and (e), paragraph 
(4)(a) and’ subsection (9) and any regulations made under the 
definition “property used by it in the year in, or held by it in 
the year in the course of” in subsection (12), the insurer shall 
be deemed to have carried on the business referred to in para- 
graph (a) in Canada in the immediately preceding taxation 
year referred to in paragraph (c) and to have claimed the max- 
imum amounts to which it would have been entitled under 
subparagraphs (3)(a)(i), (ii) and (iv), paragraphs 20(1)(1) and 
(1.1) and 20(7)(c) of this Act and section 33 and paragraph 
138(3)(c) of the Income Tax Act, chapter 148 of the Revised 
Statutes of Canada, 1952, for that year, 
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Pre-RSC History: Subsec. 138(11.91) added by 1988, c. 55, sub- 
sec. 125(16), applicable to taxation. years commencing after June 
17, 1987 that end after 1987. 


LT. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


(11.92) Computation of income. where 
insurance business is transferred — Where, at 
any time in a taxation year, an insurer (in this sub- 
section referred to as the “vendor’’) has disposed of 


(a) all or substantially all of an insurance business 
carried on by it in Canada, or 


(b) all or substantially all of a line of business of 
an insurance business carried on by it in Canada 


to a person (in this subsection referred to. as the “pur- 
chaser”) and obligations in respect of the business or 
line of business, as the case may be, in respect of 
which a reserve may be claimed under subparagraph 
(3)(a)() or (it) or paragraph 20(7)(c) (in this subsec- 
tion referred to as the “obligations”) were assumed 
by the purchaser, the following rules apply: 


(c) for the purpose of determining the amount of 
the gross investment revenue required to be in- 
cluded in computing the income of the vendor 
and the purchaser under subsection (9) and the 


amount of the gains and losses of the vendor and 


the purchaser from designated insurance property 
for the year 


(i) the vendor and the purchaser shall, in addi- 
tion to their normal taxation years, be deemed 
to have had a taxation year ending immedi- 
ately before that time, and 


(ii) for the taxation years of the vendor and 
the purchaser following that time, the business 
or line of business, as the case may be, dis- 
posed of to, and the obligations assumed by, 
the purchaser shall be deemed to have been 
disposed of or assumed, as. the case may be, 
on the last day of the taxation year referred to 
in subparagraph (i), 

(d) for the purpose of computing the income of 

the vendor and the purchaser for taxation years 

ending after that time, 


(i) an amount paid or payable by the vendor to 
the purchaser in respect of the obligations, or 


(ii). an amount in respect of a commission paid 

or payable by the purchaser to the vendor in 

respect of the amount referred to in subpara- 
_ graph (i) 
shall be deemed to have been paid or payable or 
received or receivable, as the case may be, by the 
vendor or the purchaser, as the case may be, in 
the course of carrying on the business or line of 
business, as the case may be, and 


(e) where the vendor has disposed of all or sub- 
stantially all of an insurance business referred to 
in paragraph (a), the vendor shall, for the pur- 
poses of section 219, be deemed to. have ceased 
to carry on that business at that time. 


S. 138(11.93) 


Related ‘Provisions: 
190.13(c)(i)(A)(I) — Effect on capital tax. 


181.3(3)(d)G)(A) CID, 


History: The opening words of para. 138(11.92)(c) amended by 
1997, c. 25, subsec. 39(14), applicable to the disposition by an in- 
surer of an insurance business or a line of business of an insurance 
business in its 1997 or a subsequent taxation year. The opening 
words formerly read: 


(c) for the purpose of determining the amount of the gross 
investment revenue required to be included in the income of 
the vendor and the purchaser under subsection (9) and the 
amount of the gains and losses of the vendor and the pur- 
chaser from property used. by it in the year in or held by it in 
the year in the course of carrying on an insurance business in 
Canada 


Pre-RSC History: Subsec. 138(11.92) added by 1988, c. 55, sub- 
sec. 125(16), applicable to dispositions of an insurance business or a 
line of business of an insurance business occurring after December 
15, 1987. 


(11.93) Property acquired on default in pay- 
ment — Where, at any time in a taxation year of an 


‘insurer, the beneficial ownership of property is ac- 


quired or reacquired by the insurer in consequence of 
the failure to pay all or any part of an amount (in this 
subsection referred to as the “insurer’s claim’) ow- 
ing to the insurer at that time in respect of a bond, 
debenture, mortgage, agreement of sale or any other 
form of indebtedness owned by the. insurer, the fol- 
lowing rules apply to the insurer: 


(a) section 79.1 does not apply in respect of the 
acquisition or reacquisition; 


(b) the insurer shall be deemed. to have acquired 
or reacquired, as the case may be, the property at 
an amount equal to the fair market value of the 
property, immediately before that time; 


(c) the insurer shall be deemed to have disposed 
at that time of the portion of the indebtedness 
represented by the insurer’s claim for proceeds of 
disposition équal to that fair market value and, 
immediately after that time, to have reacquired 
that portion of the indebtedness at a cost of nil; 


(d) the acquisition or reacquisition shall be 
deemed to have no effect on the form of the in- 
debtedness; and : 


(e) in computing the insurer’s income for the year 
or a subsequent taxation year, no amount is de- 
ductible under paragraph 20(1)() in respect of 
the insurer’s claim. | 


History: Subsec. 138(11.93) amended by 1995, c. 21, s. 39, appli- 
cable to property acquired or reacquired after February 21, 1994, 
other than acquisitions or reacquisitions pursuant to a court order 
made before February 22, 1994. Subsec. (11.93) formerly read; 


(11.93) Property acquired on default in payment — Not- 
withstanding section 79, where, at any time in a taxation year, 
an insurer has acquired or reacquired the beneficial owner- 
ship of property in consequence of another person’s failure to 
pay all or any part of an amount (in this subsection referred to 
as the “insurer’s claim”) owing by the other person to the in- ; 
surer in respect of a bond, debenture; mortgage, agreement of 
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sale or any other form of indebtedness owned by the insurer, ° 
the following rules apply: 


(a) in computing the other person’s proceeds of disposi- 
tion of the property, there shall be included the amount of 
the insurer’s claim; 


(b) any amount paid by the other person after the acquisi- 
tion or reacquisition, as the case may be, of the property 
on account of or in satisfaction of the insurer’s claim 
shall be deemed to be a loss of that person from the dis- 
position of the property for that person’s taxation year in 
which payment of that amount was made; 


(c) the insurer shall be deemed to have acquired or reac- 
quired, as the case may be, the property at an amount 
equal to the fair market value of the property, immedi- 
ately before that time, and to have disposed of the bond, 
debenture, mortgage, agreement of sale or other form of 
indebtedness, as the case may be, for proceeds of disposi- 
tion equal to that fair market value: 


(d) the cost amount to the insurer of the insurer’s claim 
shall be deemed to.be nil and the insurer’s claim shall be 
deemed to be a bond, debenture, mortgage, agreement of 
sale or other form of indebtedness; as the case may be; 
and 


(e), in computing the insurer’s income for the year or a 
subsequent year, no amount is deductible in respect of 
the insurer’s claim by reason of paragraph 20(1)(1). 


Pre-RSC History: Subsec. 138(11.93) added by 1988, c. 55, sub- 
sec. 125(16), applicable to taxation years commencing after June 
17, 1987 that end after 1987. 


(11.94) Transfer of insurance business by 
resident insurer — Where 


(a) an insurer resident in Canada (in this subsec- 
tion referred to :as the transferor’) has, at any 
time in a taxation year, ceased to carry on all or 
‘substantially all of an insurance’ business carried 
on by it in Canada in that year, (3 


(b) the transferor has, at that time or within 60 
days thereafter, in the year transferred all or sub- 
stantially all of the property used.or held by it in 
the year in the course of carrying on. that insur- 
ance business in Canada to.a corporation resident 
in Canada (in this subsection referred to as the 
“transferee”) that is a subsidiary wholly-owned 
corporation of the transferor which, immediately 
after that time, began to carry on that insurance 
business in Canada and the consideration for the 
transfer includes shares of the capital stock of the 
transferee, 


(c) the transferee has, at that time-or within 60 
days thereafter, assumed or :reinsured: all or. sub- 
stantially all of the obligations of the transferor 
that arose in the course of carrying on that insur- 
ance business in Canada, and 


(d) the transferor and the transferee have jointly 
elected in prescribed form and in accordance with 
subsection (11,6), 


paragraphs (11.5)(e) to (m) and subsections (11.7) to 
(11.9) apply in respect of the transfer. 


Related Provisions: 142.6(5), (6) — Acquisition of specified 
debt obligation by financial institution in rollover transaction; Reg. 
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8101(4) — Inclusion in income of transferee re unpaid claims re- 
serve; Reg. 8103(4) — Mark-to-market — transition inclusion; Reg. 
9204(3) — Residual portion of specified debt obligation. 


History: Para. 138(11.94)(b) amended by 1997, c. 25, subsec, 
39(15), applicable to 1997 et seg. Para! (b) formerly read: 


(b) the transferor has, at that time or within 60 days thereaf- 
ter; transferred all or substantially all of the property used by 
it in the year in, or held by it in the year in the course of, 

_ Carrying on that insurance business in Canada in that year toa 
corporation resident in Canada (in this subsection referred to 
as the “transferee”) that is a subsidiary wholly-owned corpo- 
ration of the transferor which, immediately after that time, 
commenced to carry on that insurance business in Canada and 
the consideration for the transfer includes shares of the capital 
stock of the transferee, vi 


Pre-RSC History: Subsec. 138(1 1.94) added by 1988, c. 55, sub2 
sec. 125(16), applicable to transfers of an insurance business after 
December 15, 1987. 


(12) Definitions — In this section, 


Pre-RSC History: The opening words referred to other sections. 
also. See now. subsecs. 12.2(12), .13(23.1), 20(27_L), 7OLL), 
89(1.01), 111(7.11), 115(6) and 116(7) and s. 142.1]. 


That portion of subsec. 138(12) preceding para. (a) amended by 
1980-81-82-83, c. 140, subsec. 96(7), to add references to sections 
12.2, 70, 89, 115, 116, applicable after November 12, 1981. 


That portion of subsec. 138(12) preceding para, (a) substituted by 
1980-81-82-83, c. 48, subsec. 79(3), to add reference to section 142, 
applicable to 1978 er seq. 


That portion of subsec. 138(12) preceding para. (a) substituted by 
1977-78, c..1, subsec. 68(14), to add reference to séction 13 and 
subsection 111(7.1), applicable to 1977 et seq:, and to section 20, 
applicable to 1978 et seq. ’ 


“accumulated 1968 deficit” — [Repealed] 


History: The definition “accumulated 1968 deficit” in subsec. 
138(12) repealed by 1997, c, 25, subsec: 39(16), applicable to 1997 
et seq. The definition formerly read: 


“accumulated 1968 deficit” of a life insurer means such 
amount as can be established by the insurer to be its deficit as 
of the end of its 1968 taxation year from carrying on its life 
insurance business in Canada on ‘the assumption that the 
amounts of its assets and liabilities (including reserves: of any 
kind) 


(a) as of the end of any taxation year. before its. 1968 .tax- 
ation year, were the amounts. thereof determined for the 
purposes of the relevant authority, and 


(b) as of the end of its 1968 taxation year, were 


(i) in respect of depreciable property, the capital cost 
thereof as of the first day of its 1969 taxation year, 


(ii) in respect of policy reserves, the insurer’s maxi- 
mum tax actuarial reserves for its 1968 taxation year 
for life insurance policies issued by it in the course 
of carrying on its life insurance business in Canada, 
and 


(iii) in respect’ of other assets and liabilities, the 
amounts thereof determined as of the end of that year 
for the purpose of computing its income for its 1969 
taxation year; 


Pre-RSC History: The definition “accumulated 1 968 deficit” was 
para. 138(12)(a). See Table of Concordance. 


“amortized cost [para. 138(12)(b)}’? — [Repealed 
under former Act] | 
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Pre-RSC History: Para. 138(12)(b) repealed by 1988,-c. 55, sub- 
sec. 125(17), applicable'to taxation years commencing after June 
17, 1987 that end after 1987. Para. 138(12)(b) formerly read: 


(b) “amortized cost” of a Canada security at a particular time 
to’ an insurer means the amount, if any, by which 


(i) the aggregate of 
(A) the cost to the insurer of acquiring the security, 
and 
(B) any amount in respect of the security that 
(I) has been included. by virtue of paragraph 
(4)(c) in computing the insurer’s income for, or 


(Il) ‘has been deemed ‘by: virtue of paragraph 
142(3)(a) as:it read in its application to the 1977 
taxation..year to. be.a gain, for, 


any taxation year ending before or concurrently with 
that time, 
exceeds 
(ii) the aggregate. of 


(A) the aggregate of all amounts that, before that 
time, the insurer became entitled to receive as, on ac- 
count or in lieu. of payment of, or in satisfaction of 
the principal amount,of the security, and 


(B) any amount in respect of the security that 


(I) was deductible under paragraph (3)(d) in 
computing the insurer’s income for, or 
(II) has been deemed. by virtue of paragraph 
142(3)(b).as it read in its application to the 1977 
taxation year to be a loss for, 
any such taxation year; 
Subcls. 138(12)(b)(i)(B)CD, Gi)(B)(I) substituted by 1977-78, c. 1, 
subsecs. 68(15), (16), applicable to 1978 ef seg. Subcls. 
138(12)(b)(i)(B)CD, (ii)(B)C) formerly read: 
(1) has been deemed by virtue of paragraph 142(3)(a) to be a 
gain for, 
(II) has been deemed by virtue of paragraph 142(3)(b) to be a 
loss’ for, . é 
Para. 138(12)(b) substituted by 1976-77, c. 4, subsec. 53(1), appli- 
cable to 1972 et seq: PED if 


“amount payable”, in respect of a policy loan ata 


particular time, means the amount of the policy loan 


and the interest thereon that is outstanding at that 
time: fe | 
Related Provisions: 148(9) — “amount payable’’. 


Pre-RSC History: The definition “amount payable” was para. 
138(12)(b.1). 


Para. 138(12)(b.1) added by 1977-78, c. 1; subsec. 68(17), applica- 
ble to 1978 ef seq. 


“Canada security”’ ah [Repealed] 


History: The definition “Canada security” in subsec. 138(12). re- 
pealed by 1995, c, 21, subsec, 57(15), applicable to taxation years 
that begin after February 22, 1994. The definition formerly read: 


“Canada security” in respect of a life insurer that carried on a 
business in Canada in a taxation year, means a bond, deben- 
ture, mortgage, agreement of sale or any other indebtedness 
that was property: used by it in the year in, or held by it in the 
year in the course of, carrying on its life insurance business in 
Canada, other than property included. in a segregated fund; 


Pre-RSC History: The definition “Canada security” was para. 
138(12)(c). 


S. 138(12) gro 


Para. 138(12)(c) substituted by 1980-81-82-83, c. 140, subsec. 
96(8), applicable to dispositions occurring after.November 12, 
1981. Para. 138(12)(c) formerly read: 


(c) “Canada security” of an insurer means a bond, debenture, 
mortgage, hypothec or agreement of sale that is non-segre- 
gated property used by it in, or held by it in the course of 
carrying on its life insurance business in Canada; 


“cost” — [Repealed] 


History: The definition “cost” in subsec. 138(12) repealed by 1995, 
c. 21, subsec. 57(15), applicable to taxation years that begin after 
February 22, 1994. The definition formerly read: 


“cost” to an insurer of acquiring a mortgage includes any 
amount advanced by the insurer to the borrower by way of 
loan under the terms of the mortgage; 


Pre-RSC History: The definition “cost” was para. 138(12)(d). 


“designated insurance property” for a taxation 
year of an insurer (other than an insurer resident in 
Canada that at no time in the year carried on a life 
insurance business) that, at any time in the year, car- 
ried on an insurance business in Canada and in a 
country other than Canada, means property deter- 
mined in accordance with. prescribed rules except 
that, in its application to any taxation year, “desig- 
nated insurance property” for the 1996 or a preced- 
ing taxation year means property that was, under this 
subsection as it read in its application to that year, 
property used by it in the year in, or held by it in the 
year in the course of carrying on an insurance busi- 
ness in Canada; 

Related Provisions: 138(11.31)(b) — Change in use rule for in- 
surance ‘properties does not apply for purposes of this definition; 


248(1)“designated insurance property” — Definition applies to en- 
tire Act. 


History: The definition “designated insurance property” added to 
subsec. 138(12) by 1997, c. 25, subsec. 39(17), applicable to 1997 
et seq. 


Regulations: 2401, 2405 (prescribed rules). 


“gross investment revenue” of an insurer for a tax- 
ation year means the amount determined by the 
formula 


A+B+C+D+E+F-G 
where | 7 


A is the total of the following amounts included in 
its gross revenue for the year: 


(a) taxable dividends, and 


(b) amounts received or receivable as, on ac- 
count of, in lieu of or in satisfaction of, inter- 
est, rentals or royalties, other than amounts in 
respect of debt obligations to which subsec- 
tion 142.3(1) applies for the year, 


B_is its income for the year from each trust of which 
_ it is a beneficiary, 


C is its income for the year from each partnership 
of which it is a member, 


D is the total of all amounts required by subsection 
16(1) to be included in computing its income for 
the year, 
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E. is the total of 


(a) all amounts required by paragraph 
142.3(1)(a) to be included in computing its in- 
come for the year, and 


(b) all amounts required by subsection 12(3) 
or 20(14) to be included in computing its in- 
come for the year except to the extent that 
those amounts are included in the computation 


of A, | 
F is the amount determined by the formula 
V-W 
where 


V_ is the total of all amounts included under para- 
graph 56(1)(d) in computing its income for 
the year, and" 


W is the total of all amounts deducted under par-. 


agraph 60(a) in computing its income for the 
year, and 


G is the total of all amounts each of which is 


(a) an amount deemed by subparagraph 
16(6)(a)(ii) to be paid by it in respect of the 
year as interest, or 


(b) an amount. deductible under paragraph 
142.3(1)(b) in computing its income for the 
year; 
Related Provisions: 148(9) — “interest”; 257 — Formula 
amounts cannot calculate to less than zero. 


History: The description of A in the. definition “gross investment 
revenue”. in subsec. 138(12) amended by 1995, c..21, subsec. 
57(17), applicable to taxation years that end after February. 22, 
1994. The description of A formerly read: 


A is the total of-all taxable dividends and amounts received 
or receivable as, on account of, in lieu of or in satisfac- 
tion of, interest, rentals or royalties included in its gross 
revenue for the year, r 


The description of E in the definition “gross investment revenue” in 
subsec. 138(12) amended by 1995, c. 21, subsec. 57(18), applicable 
to taxation years that end after February 22, 1994. The description 
of E formerly read: 


E is the total of all amounts required by subsection 12(3) or 
20(14) to be included in computing its income for the 
year except to the extent that those amounts are included 
in the computation of A, 


The first formula in the definition “gross investment revenue” in 
subsec. 138(12) amended to add G, and the description of G added, 
by 1995, c. 21, subsecs. 57(16) and (19), applicable to taxation 
years that end after October 16, 1991, except that, in its application 
to, taxation years that end before February 23, 1994, the description 
of G shall be read as follows: 


Gis the total.of all amounts deemed by subparagraph 
16(6)(a)(ii) to be. paid by it.in respect of the year as 
interest; 


In “gross investment revenue” in subsecs. -138(12), the element F 
was added to the formula, the description of A was amended, and 
the description of F was added, by 1994, c. 7, Sch. II (1991, c, 49); 
subsecs. 114(4.1), (5), (6), applicable to 1990 et seq. The descrip- 
tion of A formerly read: 


A is the total amount of all taxable dividends, interest, rent- 
als and royalties. included in the insurer’s gross revenue 
for the year, 
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Pre-RSC History: The definition “gross investment revenue” was 
para. 138(12)(e). Descriptive subparagraphs have been replaced by 
the formula. The pre-R.S.C. version read: 


(e) “gross investment revenue” — “gross investment reve- 
nue” of an insurer for a taxation year means the aggregate of 


(i) all taxable dividends, interest, rentals and royalties 
included in its gross revenue for the year, 


(it) its income for the year from each trust of which it is a 
beneficiary, 


(iii) its income for the year from each partnership of 
which it is a member, 


(iv) all amounts required by subsection 16(1) to be in- 
cluded in computing its income for the year, and 


(v) all amounts required by subsection ] 2(3) or 20(14) to 
be included in computing its income for the year except 
to the extent that such amounts are amounts included in 
computing its gross investment revenue by virtue of sub- 
paragraph (i); 
Para. 138(12)(e) substituted by 1977-78, c. 1, subsec. 68(18), appli- 
cable to 1978 et seg. Para. 138(12)(e) formerly read: 


(e) “gross investment revenue” of an insurer for a taxation 
year means the aggregate of its dividend, interest, rental and 
royalty revenue (other than dividends that are not taxable div- 
idends) for the year and any amounts required by subsection 
16(1) to be included in computing its income for the year; 


“group term insurance policy 
138(12)(p)}”’ — [Repealed under former Act] 


History: This definition was moved from para. 138(12)(p) to sub- 
sec. 138(15) in the R.S.C. 1985 (Sth Supp.). 


[para. 


“fnterest”, in relation to a policy loan, means the 
amount in respect of the policy loan that is required 
to be paid under the terms and conditions of the pol- 
icy in order to maintain the policyholder’s interest in 
the policy; 

Pre-RSC History: The definition “interest” was para. 
138(12)(e.1). 


Para. 138(12)(e.1) added by 1977-78, c. 1, subsec. 68(18), applica- 
ble to 1978 et seq. 


“life insurance policy” includes an annuity contract 
and a contract all or any part of the insurer’s reserves 
for which vary in amount depending on the fair mar- 
ket value of a specified group of assets: 

Related Provisions: 12.2(10) — Riders; 211(1) — “Life insur- 
ance policy” for purposes of Part XII.3 tax; 248(1)“life insurance 
policy” — Definition applies to entire Act. 
Pre-RSC History: The definition “life insurance policy’” was 
para. 138(12)(f). 

interpretation Bulletins: IT-87R2: Policyholders’ income from 
life insurance policies; IT-355R2: Interest on loans to buy life insur- 
ance policies and annuity contracts, and interest on policy loans. 


“life insurance policy in Canada” means a life in- 
surance policy issued or effected by an insurer on the 
life of a person resident in Canada at the time the 
policy was issued or effected; 
Related Provisions: 248(1)“life insurance policy in Canada” — 
Definition applies to entire Act. 

Pre-RSC History: The definition “life insurance policy in Can- 
ada” was para. 138(12)(g). 

Interpretation Bulletins: IT-355R2: Interest on loans to buy life 


insurance policies and annuity contracts, and interest on -policy 
loans. 
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“maximum tax actuarial reserve” for a particular 
class of life insurance policy for a taxation year of a 
life insurer means, except as otherwise expressly 
prescribed, the maximum amount allowable under 
subparagraph (3)(a)(i) as a policy reserve for the 
year in respect of policies of that class; 

Pre-RSC ‘History: The definition 
serve” was para. 138(12)(h). 


“maximum tax actuarial re- 


“net Canadian life investment income [para. 
138(12)(i)|’’ — [Repealed under former Act] 
Pre-RSC History: Para. 138(12)(i) repealed by 1980-8 1-82- 83, Cc. 


48, subsec. 79(4), applicable: to 1978 et seq. Para. 138(12)(4). for- 
merly read: 


: (i) “net Canadian life investment income” has the meaning 
assigned by subsection 209(2); 


‘“non-segregated property” of an insurer means its 
property other than property included in a segregated 
fund; 


Related Provisions: 181.3(1)(a)— Taxable capital, employed. in 
Canada of financial institution. 


Pre-RSC History: The definition “ ‘non-segregated property” was 
para. 138(12)(j). 


“participating life insurance policy’ means a life 
insurance policy under which the policyholder is en- 
titled to share (other than by way of an experience 
rating refund) 1 in the profits of the insurer other than 
profits in respect of property in a segregated fund; 


Pre-RSC History: The definition 
policy” was para. 138(12)(k). 


“participating life insurance 


“policy loan” means an amount advanced at a par- 
ticular time by an insurer to a policyholder in accor- 
dance with the terms and conditions of a life insur- 
ance policy in Canada; 
Pre-RSC History: The definition 
138(12)(k.1). 

Para. 138(12)(k. 1) substituted by.1988, c: 55, subsec. 125(18), ap- 


plicable to taxation years: commencing after June 17, 1987 that end 
after 1987. Para. 138(12)(k.1). formerly read: 


(k.1). “policy Joan” —“‘policy loan’? means an amount ad- 
vanced at a particular time by an insurer to a policyholder in 
accordance with the terms and: conditions of a life insurance 
policy in: Canada but not exceeding the lesser of 


“nolicy loan” was para. 


(i) the amount so advanced, and 

(ii) the amount, if any, by which 
(A). the cash. surrender value. of the policy immedi- 
ately before that time 

exceeds 
(B) the aggregate of all amounts each of which is a 


balance outstanding immediately before that time in 
respect of an amount so advanced; 


Para. 138(12)(k.1) substituted by 1980-81-82-83, c. 48, subsec. 
79(5), applicable to 1978 et seq. 

Para. 138(12)(k.1) added by 1977-78, 'c. 1, subsec. 68(19), applica- 
ble to 1978 ef seq. 


Interpretation Bulletins: IT- 355R2: Interest on loans to buy life 
insurance policies and annuity contracts, and interest on policy 
loans. 


“property used by it in the year in, or held by it in 
the year in the course of’ — [Repealed] 


S. 138(12) rel 


Related Provisions: 18(5)— Meaning of certain expressions; 
138(11.91)(d) — Computation of income of non-resident insurer. 


History: The definition “property used by it in the year in, or held 
by it in the year in the course of” in subsec. 138(12) repealed by 
1997, c. 25, subsec. 39(16), eppace ls to 1997 et $04, abe definition 
formerly read: | 


“property used by it in the year in, or held by it in the year in 
the course of’ carrying on an insurance business in Canada 
means, in the case of an insurer (other than a resident of Can- 
ada that does not carry on a life insurance business) that car- 
ried onan insurance business in Canada and in. a country 
other than Canada, property determined in accordance with 

. prescribed rules; 


Pre-RSC History: The definition “property. used by it in the year 
in, or held by it in the year inthe course of” was para. 138(12)(1). 


Para. 138(12)(1) substituted by 1977-78, c. 1, subsec. 68(19), appli- 
cable to 1978 et seq. Para. 138(12)(1) formerly read: 


(1) “property used in the year in, or held in the course of” 
carrying on an insurance business in Canada means, in rela- 
tion to any taxation year of an insurer in respect of which the 
insurer has made an election under subsection (9), such por- 
tion of the property used by it in the year in, or held by it in 
the year in the course of, carrying on an insurance business in 
Canada (determined without reference to this paragraph) as is 
designated by it in its return of income for. the. year required 
by this Part to be filed with the Minister, to be, for the pur- 
poses of this Act, property used by it in, or held by it in the 
course of carrying on an insurance business in Canada,.except 
that in no case shall the value (within the meaning assigned 
by paragraph 219(7)(e)) of the portion so designated be less 
than the amount that would, if the insurer had not so elected, 
have been the insurer’s Canadian investment fund (within the 
meaning prescribed for that expression for the purposes of 
Part XIV) at the end of the immediately preceding taxation 
year; 


Selected Cases [subsec. 138(12)“property used ...”]: 
Victory Reinsurance Co. v. MNR, [1992] 2 C.T.C. 2200 (TCC) 
(Amount of reserve reported to Superintendent of Insurance was 
amount of reserve under Act). 


Regulations: 2400 (prescribed rules). 


Interpretation Bulletins: IT-291R2: Transfer of property to a 
corporation under subsection 85(1). 


“qualified related corporation” of a non-resident 
insurer has the meaning assigned. by subsection 
219(8); 


Pre-RSC History: The definition “qualified related corporation” 
was para. 138(12)(1.1). 


Para. 138(12)(1.1) added by 1988, c. 55, subsec. 125(19), applicable 
to taxation years commencing after June 17, 1987 that end after 
1987. 


“relevant authority” — [Repealed] 


History: The definition “relevant authority” in subsec..138(12) re- 
pealed by 1997; c. 25, subsec. 39(16), applicable to 1997 et seq. The 
definition formerly read: 


“relevant authority”, in relation to a life insurer, means 


(a) the Superintendent of Financial Institutions, if the in- 
surer is required by law to report to the Superintendent of 
Financial Institutions, or 


(b) in any other case, the superintendent of. insurance or 
other similar officer or authority of the province under 
the laws of which the insurer is incorporated; 


Pre-RSC History: The definition 
138(12)(m). 


“relevant authority” was para. 
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Subpara. 138(12)(m)(i) amended by 1987, c. 23, s. 38, in force July 
2, 1987. Subpara..(m)(i) formerly read: 


(i) the Superintendent of Insurance for Canada, if the insurer 
is required by law to report to him, or 


“segregated fund” has the meaning given that ex- 
pression in subsection 138.1(1); 

Pre-RSC History: The definition “segregated fund” was para. 
138(12)(n): 


Para. 138(12)(n) substituted by 1977-78, c. 1, subsec. 68(20), appli- 
cable to 1978 et seq., to substitute “138.1(1)” for “148(1)”. 


“surplus funds derived from operations” of an in- 
surer as of the end of a particular. taxation year 
means the amount determined by the formula 


(A+B+C)-(D+E+F+G+H) 
where 


A. is the total of the insurer’s income for each taxa- 
tion year in the period beginning with its 1969 
taxation year and ending with the particular year 
from all insurance businesses carried on by it, 


Bis the total described in 
(4.1)(a)Gi)(B)(IV),. and 


Cis the total of all profits or gains made by the in- 
surer in the period in respect of non-segregated 
property of the insurer disposed of by it that was 
used by it in, or held by it in the course of, Carry- 
ing On an insurance business in Canada, except to 
the extent that those profits or gains have been or 
are included in computing the insurer’s income or 
loss, if any, for any taxation year in the period 
from carrying on an insurance business, 


subclause 


D is the total of its loss, if any, for each taxation 
year in the period from all insurance businesses 
carried on by it, 


E is the total of all losses sustained by the insurer in 
the period in respect of non-segregated property 
disposed of by it that was used by it in, or held by 
it in the course of, carrying on an insurance busi- 
ness in Canada, except to the extent that those 
losses have been or are included in computing the 
insurer’s income or loss, if any, for any taxation 
year in the period from carrying on an‘insurance 
business, 


F is the total of 


(a) all taxes payable under this Part by the in- 
surer, and all income taxes payable by it under 
the laws of each province, for each taxation 
year in the period, except such portion thereof 
as would not have been payable by it if sub- 
section (7) had not been enacted, and 


(b) all taxes payable under Parts I.3 and VI by 
the insurer for each taxation year in the 
period, 
G is the total of all gifts made in the period by the 
insurer to a person or organization described in 
paragraph 110.1(1)(a) or (b), and 


H is the amount determined by the formula 
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M-N 
where 


M is the amount determined in respect of the in- 
surer for the particular taxation year under 
Clause (3)(a)(ili)(A), and 


N is the amount so determined under clause 
(3)(a)(aii)(B); 


Related Provisions: 257 — Formula amounts cannot calculate to 
less than zero. 


History: The description of F in the definition “surplus funds de- 
rived from operations” in subsec. 138(12) substituted by 1994, c. 
21, s. 66, applicable to 1992 et seg. That description formerly read: 


F is the total of any taxes payable by the insurer under this 
Part and any income tax payable by it under the laws of 
any province for each taxation year in the period, except 
such portion thereof as.would not have been payable by it 
if subsection (7) had not been enacted, 


Pre-RSC History: The definition “surplus funds derived from 
operations” was para. 138(12)(0). Descriptive subparagraphs have 
been replaced by the formula. The pre-R.S.C. version read: 


(0) “surplus funds derived from operations” of an insurer as 

of the end of a particular taxation year means the aggregate 

of 
(i) its income for each, taxation year in the period begin- 
ning with its 1969 taxation year and ending with the par- 
ticular year from all insurance businesses carried on by 
it, 


(i.1) the aggregate 
(4.1)(a)(ti)(B)(IV), and 


(ii) all profits or gains made by the insurer in the period 

in respect of non-segregated property of the insurer dis- 

posed of by it that was used by it in, or held by it in the . 
course of, carrying on an insurance business in Canada, 

except to the extent that such profits or gains have been 

or are included in computing the insurer’s income or 

loss, if any, for any taxation year in the period from car- 

rying on an insurance business, 


described in  subclause 


minus the aggregate of 


(iti) its loss, if any, for each taxation year in the period 
from all insurance businesses carried on by it, 


(iv) all losses sustained by the insurer in the period in 
respect of non-segregated property disposed of by it that 
was used by it in, or held by it in the course of, carrying 
on an insurance business in Canada, except to the extent 
that such losses have been or are included in computing 
the insurer’s income or loss, if any, for any taxation year 
in the period from carrying on an insurance business, 


(v) the aggregate of any taxes payable by the insurer 
under this Part and any income tax payable by it under 
the laws of any province for each taxation year in the 
period, except such portion thereof as would not have 
been payable by it if subsection (7) had not been enacted, 


(vi) all gifts made in the period by the insurer to a person 
or organization described in paragraph 110.1(1)(a) or 
(b), and 


(vii) the amount, if any, by which the amount determined 
in respect of the insurer for the particular taxation year 
under clause (3)(a)(iii)(A) exceeds the amount so deter- 
mined under clause (3)(a)(iii)(B); 


Subpara. 138(12)(0)(vi) amended to substitute. “paragraph 
110.1(1)(a) or (b)” for “paragraph 110(1)(a) or (b)”, by 1988, c. 55, 
subsec. 125(20), applicable to 1988 et seq. 

Subpara. 138(12)(0)(i.1) added by 1977-78, c. 1, subsec. 68(21), ap- 
plicable to 1977 et seq. 
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1.T. Application Rules: 60.1, (reference to “this Part” in descrip- 
tion of F includes Part IA of pre-1972 Act). 


“1975 branch accounting election deficiency” of 
an insurer that has made an election under subsection 

138(9) of the Income Tax Act, chapter 148 of the Re- 
vised Statutes of Canada, 1952, as it read in its appli- 
cation to ‘the 1977 taxation year, in respect of its 
1975 taxation year means the amount determined by 
the formula 


(A +B)-(C+D+E+F+G) 
where 


A is such portion of the total of the insurer’s’ gross 
investment revenue and all amounts determined 
under’ paragraphs (4)(b) and (c) as would have 
been required to be included in computing its in- 
come for its 1975 taxation year if 


(a) it had not made the election cadet nubReS: 
tion 138(9) of that Act in pone s of that faye) 
and 


(b) where it had made’ the election under sub- 
section 138(9) of that Act in respect of its 
1974 taxation year, it had adopted for its 1975 
taxation year, with the concurrence of the 

» Minister, the method’ required by: subsection 

-138(9) of that Act if it had not elected under 
that subsection and the Minister had specified 
no terms and conditions under subsection 
138(10) of that Act, 


Bis the total of the amounts deducted in computing 
the insurer’s income for its 1975 taxation year 
under paragraphs (3)(b) and (d), 


C. is the total of the insurer’s gross investment reve- 
nue included in computing its income for its 1975 
taxation. year and. the amounts included in com- 
puting its income for that year under paragraphs 
(4)(b) and (c), 


Dis such portion of the total of all amounts deter- 
mined under paragraphs (3)(b) and (d) as. would 
have been deductible in computing the insurer’s 
income for its 1975 taxation year if 


(a) it had not made the election under subsec- 
tion 138(9) of that Act in respect of that year, 
and 

(b) where it had made the election under sub- 
section 138(9) of that Act in respect of its 
1974 taxation year, it had adopted for its 1975 
taxation year, with the concurrence of the 
Minister, the method required by subsection 
-138(9) of that Act if it had not elected under 
that subsection and the Minister had specified 
no terms and conditions under. subsection 
138(10) of that Act, 


E- is the amount determined by the formula 


em 8, 


where 


P_ is the total of the insurer’s outlays or expenses 
that would have been deductible in computing 
its income from its insurance businesses for 
its 1975 taxation year (other than amounts de- 
ductible under subsection (3), section 140 and 
regulations made under paragraph 20(1)(a) 
and 20(7)(c)), if | 

(a) it had not made the election under sub- 
section 138(9) of that Act in respect of seh 
year, and 


(b) where it had made the election under 
subsection 138(9) of that Act in respect of 
its 1974 taxation year, it had adopted for 
its 1975 taxation year, with the concur- 
rence of the Minister, the method required 
by subsection 138(9) of that Act if it had 
not elected under that subsection and the 
Minister had specified no terms. and condi- 
tions under subsection 138(10) of that Act, 


Q is the total of the insurer’s outlays or expenses 
deducted in computing its income from its in- 
surance businesses for its 1975 taxation year 
(other than amounts. deducted under subsec- 
tion-(3), section. 140..and: regulations made 
under. paragraphs 20(1)(a) and 20(7)(c)), 

F) is the amount of the insurer’s 1975-76 excess pol- 
cy dividend deduction, and 


G is the amount of the insurer’s 1975-76 excess pol- 
icy dividend. reserve; 

Related Provisions: 257 = Formula amounts cannot calculate to 

less than zero. 

Pre-RSC History: The definition “1975 branch accounting elec- 

tion deficiency” was para. 138(12)(q). Descriptive subparagraphs 

have been replaced by the formula. See Table of Concordance. 

Para. 138(12)(q) added by 1977-78; c. 1, subsec. 68(22), applicable 

to 1977 et seq. 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


“1975-76 excess additional group term reserve”’ 

of an insurer that has made.an election under subsec- 

tion 138(9) of the Income Tax Act, chapter 148 of the 

Revised Statutes of Canada, 1952, as it read in its 

application to the 1977 taxation year, in respect of its 

1975 taxation year means the amount determined by 

the formula 

A-B 

where 

A is the amount that would have been deductible 
under subparagraph (3)(a)(@i). in computing the 
insurer’s income for its 1976 taxation year if it 
had claimed the maximum allowable amount 
under that subparagraph for that year, and 

Bis the amount deducted under that subparagraph 
in computing its income for its 1976 taxation 
year; 

Related Provisions: 257 — Formula cannot calculate to less than 

Zero. 
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Pre-RSC History: The definition “1975-76 excess additional 
group term reserve” was para. 138(12)(w). Descriptive subpara- 
graphs have been replaced by the formula. See Table of 
Concordance. 


Para. 138(12)(w) added by 1977-78, c. 1, subsec. 68(22), applicable 
to 1977 et seq. 


I.T. Application Rules; 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 9527). 


“1975-76 excess capital cost allowance” of depre- 
ciable property of a prescribed class of an insurer 
that has made an election under subsection 138(9) of 
the Income Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, as it read in its application to 
the 1977 taxation year, in respect of its 1975 taxation 
year means the amount determined by the formula 


‘(A +B)—C 
where 
A’ is the amount determined by the formula 


Pics 
where 


P is the amount that would have been deductible 
under paragraph 20(1)(a) by the insurer in 
computing its income for its 1975 taxation 
year with respect to that class, if it had 
claimed the maximum allowable amount 
under that paragraph in that year with respect 
to that class and if 


(a) it had not made the election under sub- 
section 138(9) of that Act in respect of its 
1975 taxation year, and 3 


(b) where it made the election under sub- 
section 138(9) of that Act in respect of its 
1974 taxation year, it had. adopted for its 
1975 taxation year, with the concurrence 
of the Minister, the method required by 
subsection 138(9) of that Act if it had not 
elected under that subsection and the Min- 
ister had specified no terms and conditions 
under subsection 138(10) of that Act, and 


Q is the amount deducted under paragraph 
20(1)(a). by the insurer in computing its in- 
come for its 1975 taxation year with respect to 
that class, 


B is the amount determined by the formula 


R-S 
where 


Ris the amount that would have been deductible 
under paragraph 20(1)(a) by the insurer in 
computing its income for its 1976 taxation 
year with respect to that class if it had claimed 
the maximum allowable amount: under that 
paragraph in that year and in its 1975 taxation 
year with respect to that class on the basis of 
the assumptions. made in paragraphs (a) to (d) 
of the description of A in the definition 
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“1975-76 excess policy dividend reserve” in 
this subsection, and © ) 


Sis the amount deducted under paragraph 
20(1)(a) by the insurer in computing its in- 
_come for its 1976 taxation year with respect to 
that class, and 


C is the amount determined by the formula 


THU 
where 
T is the amount determined for S, and 


U is the amount determined for R; 


Related Provisions: 257 — Formula amounts cannot calculate to 
less than zero. 


Pre-RSC History: The definition “1975-76 excess capital cost 
allowance” was para, 138(12)(u). Descriptive subparagraphs have 
been replaced by the formula. See Table of Concordance. 


Para. 138(12)(u) added by 1977-78, c. 1, subsec. 68(22), applicable 
to 1977 et seq. 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


“1975-76 excess investment reserve’ of an insurer 
that has made an election under subsection 138(9) of 
the Income Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, as it read in its application to 
the 1977 taxation year, in respect of its 1975 ‘taxation 
year means the amount determined by the formula 


A-B 
where 


A. is the amount that would have been deductible 
under paragraph 138(3)(c) of the Income Tax Act, 
chapter 148 of the Revised Statutes of Canada, 
1952, by the insurer in computing its income for 
its 1976 taxation year if it had claimed the maxi- 
mum allowable amount under that paragraph in 
that year and that amount was determined with- 
out reference to subparagraph 138(3)(c)(ii) of that 
Act, and 


B_ is the amount deducted by the insurer under para- 
graph 138(3)(c) of the Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952, in 
computing its income for its 1976 taxation year; 

Related Provisions: 257 — Formula cannot calculate to less than 

Zero. 

Pre-RSC History: The definition “1975-76 excess investment re- 

serve” was para. 138(12)(t). Descriptive subparagraphs have been 

replaced by the formula, See Table of Concordance. 


Para. 138(12)(t),added by 1977-78, c. 1, subsec. 68(22),- applicable 
to 1977 et seq. 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


“1975-76 excess policy dividend deduction” of an 
insurer that has made an election under subsection 
138(9) of the Income Tax Act, chapter 148 of the Re- 
vised Statutes of Canada, 1952, as it read in its appli- 
cation to the 1977 taxation year, in respect of its 
1975 taxation year means the amount determined by 
the formula 
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(A +B)=-C 
where 
A is the amount determined by the formula 


peng 


where 


P. is the amount that would have been deductible 


under subparagraph (3)(a)(iii) by the insurer 
in computing its income for its 1975 taxation 
year if that amount had been determined on 
the assumptions made in paragraphs (a) to (d) 
of the description of Ain the. definition 
“1975-76 excess policy dividend reserve” in 
this subsection, and 


Q is the amount deducted under subparagraph 
(3)(a)(iii) by the insurer in computing its in- 
come for its 1975 taxation year, 
B is the amount determined by the formula 


R-S 
where 


R_ is the amount that would have been deductible 
under subparagraph (3)(a)(iii) by the insurer 
in computing its income for its 1976 taxation 
year if that amount had been determined on 
the basis that the amount of its income for that 
year from its participating life insurance busi- 
ness carried on in Canada was computed ‘in 
accordance with prescribed rules on the as- 
sumptions made in paragraph (e) of the 
description of A in the definition “1975-76 
excess policy dividend reserve” in this subsec- 
tion, and 


S is the amount deducted by the insurer under 
subparagraph (3)(a)(iii) in computing its in- 
come for its 1976 taxation year, and 


C is the amount determined by the formula 


T-U 
where 
T is the amount determined for S, and 


U._ is the amount determined for R; 


Related Provisions: 257 — Formula amounts cannot calculate to 
less than zero. 


Pre-RSC History: The definition “1975-76 excess policy dividend 
deduction” was para. 138(12)(r). Descriptive subparagraphs have 
been replaced by the formula. See Table of Concordance. 


Para. 138(12)(r) added by 1977-78, c. 1, subsec. 68(22), applicable 
to 1977 et seq. 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


“1975-76 excess policy dividend reserve” of an in- 
surer that has made an election under subsection 
138(9) of the Income Tax Act, chapter 148 of the Re- 
vised Statutes of Canada, 1952, as it read in its appli- 
cation to the 1977 taxation year, in respect of its 
1975 taxation year means the amount determined by 
the formula 


A='B 
where 


A is the amount that would have been deductible 
under subparagraph (3)(a)(iv) by the insurer in 
computing its income for its 1976 taxation year if 


(a) it had not made the election under subsec- 
tion 138(9) of that Act in respect of its 1975 
taxation year, 


(b) where it made an election under subsec- 
tion 138(9) of that Act in respect of its 1974 
taxation year, it had adopted for its 1975 taxa- 
tion year, with the concurrence of the Minis- 
ter, the method required by subsection 138(9) 
of that Act if it had not elected under that sub- 
section and the Minister had specified no 
terms and conditions under subsection 
138(10) of that Act, 


(c) it had claimed the maximum allowable 
amount under paragraph 138(3)(c) of the Jn- 
come Tax Act, chapter 148 of the Revised 
Statutes of Canada, 1952, in computing its in- 
come for its. 1975 taxation year, 


(d) it had claimed the maximum allowable 
amount ‘that would have been deductible 
under regulations made under paragraph 
20(1)(a) in computing its income for its 1975 
taxation year with respect to property of each 
of its prescribed classes, and 


(e) the amount of its income for its 1976 taxa- 
tion year from its participating life insurance 
business carried on in Canada was computed 
in accordance with prescribed rules and as if 
the amount deducted under subparagraph 
(3)(a)(iv) by it in computing its income for its 
1975 taxation year was the amount that would 
have been deductible under that subparagraph 
on the basis of the assumptions made in 
- paragraphs (a) to (d) of this description, and 


B is the amount deducted by the insurer under sub- 
paragraph (3)(a)(iv) in computing its income for 
its 1976 taxation year; 


Related Provisions: 257 — Formula cannot calculate to less than 
Zero. 


Pre-RSC History: The definition “1975-76 excess policy dividend 
reserve” was para. 138(12)(s). Descriptive subparagraphs have 
been replaced by the formula. See Table of Concordance. 


Para. 138(12)(s) added by 1977-78, c. 1, subsec. 68(22), applicable 
to 1977 et seq. 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


“1975-76 excess policy reserves” of an insurer that 
has made an election under subsection 138(9) of the 
Income Tax Act, chapter 148 of the Revised Statutes 
of Canada, 1952, as it read in its application to the 
1977 taxation year, in respect of its 1975_ taxation 
year means the amount determined by the formula 


A-B 
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where 


A is the amount that would have been deductible 
- under subparagraph (3)(a)(i). in computing the in- 
surer’s income for its 1976 taxation year if it had 
claimed the maximum allowable amount under 
that subparagraph for that year, and 


Bis the amount. deducted under. that subparagraph 
in computing its income for. its 1976 taxation 
year. 

Related Provisions: 257 — Formula cannot calculate to less than 

ZO 2 }s ) vies 

Pre-RSC_ History: . The definition “1975-76. excess policy 

reserves” was para. 138( 12)(v). Descriptive subparagraphs have 

been replaced by the formula. ; 

Para. 138(12)(v) added by, 1977-78, c. 1, subsec. 68(22), applicable 

to 1977 et seq. 


IT. Application Rules: 69 (meaning of “Jncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 195272). 


Related Provisions [subsec. 138(12)]: 211(1) — Definitions. 


(13) Variation in “tax basis” and “amortized 
cost” — Where 


(a) in a taxation year that ended after 1968 and 

before 1978 an insurer carried on a life insurance 

business in Canada and an insurance business in a 
~ country other than Canada, 


(b) the insurer did not make an election in respect 
of the year under subsection 138(9) of the Income 
Tax Act, chapter 148 of the Revised Statutes of 
Canada, 1952, as it applied to. that year, and 


(c) the ratio of the value for the year of the in- 
surer’s specified Canadian assets to its Canadian 
investment fund for the year exceeded one, 


each of the amounts included or deducted as follows 
in respect of the year shall be multiplied by the ratio 
referred to in paragraph (c): 


(d) under paragraph (c); (d), (k) or (1) of the defi- 
nition “‘tax basis” in subsection 142.4(1) in deter- 
mining the tax basis of a debt obligation to the 
insurer, or 


(e) under paragraph (c), (d), (f) or (h) of the defi- 
nition .“‘amortized cost” in subsection 248(1) in 
determining the amortized cost of a debt obliga- 
tion to the insurer. 


Related Provisions: 138(14)— Meaning of certain expressions; 
142.4(1)“tax basis”(c), (d), (k); (1) — Disposition of specified debt 
obligation by financial institution. 


History: Subsec. 138(13) amended by 1995, c. 21, subsec. 57(20), 
applicable to taxation years that end after February 22, 1994. Sub- 
sec. (13) formerly read: 


(13) Where meaning of “amortized cost” varied — For the 
purposes of the definition “amortized’ cost” in subsection 
248(1), where in a taxation year ending after 1968 and before 
the particular time referred to in that definition an insurer car- 
ried on.a life insurance business in Canada and an insurance 
business in a country other than Canada and has not made an 
election under subsection 138(9) of the Income Tax Act, 
chapter 148 of the Revised’Statutes of Canada, 1952, as it 
read in its application to the 1977 taxation year, in respect of 
that year, each of the amounts referred to in paragraph (c), 
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(d), (f) or (h) in that definition shall, in respect of that year, be 
deemed to be the greater of 


(a) each such amount, and 


(b) that proportion of the amount referred to in paragraph 
(a) that the value for the taxation year of the insurer’s 
specified Canadian assets is of its Canadian investment 
fund for the taxation year. 


Pre-RSC History: Subsec. 138(13) amended’ to substitute that 
portion: preceding para. (a) by 1988, c.-55, subséc. 125(21), applica- 
ble to. taxation years commencing after June 17, 1987 that end after 
1987. That portion formerly read: : 
(13) Where meaning of amortized cost varied — For the 
purposes of paragraph (12)(b), where in a taxation year end- 
ing after 1968 and before the particular time referred to in 
that paragraph an insurer carried on a life insurance business 
in Canada and an insurance business in a country other than 
Canada.and has not made.an election under subsection (9).as 
~ it read in its application to the 1977 taxation year in respect of 
that year, each of the amounts. referred to in clause 
(12)(b)@)(B) or (b)(ii)(B) shall, in respect of that year, be 
deemed to be the greater of 
All that portion of subsec. 138(13) preceding para. (a) substituted 
by 1977-78, c. 1, subsec. 68(23), applicable to 1978 et seq., to add 
“as it read in its application to the 1977 taxation year”. 
Subsec. 138(13) added by 1976-77, c. 4, subsec. 53(2), applicable to 
1972 et seq. ; | 
I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). . 


(14) Meaning of certain expressions — For the 
purposes of subsection (13), the expressions “Cana- 
dian investment fund for a taxation year’, “specified 
Canadian. assets” and “value for the taxation year” 
have the meanings prescribed therefor, 


Pre-RSC History: Subsec. 138(14) added by 1976-77, c. 4, sub- 
sec. 53(2), applicable to 1972 et seq. 


Regulations: 2400(4) (draft), 2405(2) (to be repealed) (prescribed 
meanings). 


(15) Definition not to apply — In this section, in 
construing the meaning of the expression “group 
term insurance policy”, the definition “group term 
life insurance policy” in subsection 248( 1) does not 


apply. 
Pre-RSC History: Subsec. 138(15) was para. 138(12)(p). 


(16) [Repealed under former Act] 


Pre-RSC History [former subsec. 138(15); and. subsec. 
138(16)]: Former subsec. 138(15). and-subsec. (16). repealed. by 
1977-78, c. 1, subsec. 68(24), applicable to 1978 et seg. Subsecs. 
138(15), (16) formerly read: . 


(15) Designation of property by Minister — Notwithstand- 
ing paragraph (12)(1), where ina taxation year of an insurer in. 
respect of which the insurer has made an election under sub- 
section (9), wads 


(a) the gross investment revenue of the insurer for the 
year that would have been determined in accordance with 
paragraph (9)(b) to be applicable’ to the carrying on by 
the insurer of a particular insurance business in Canada if 
the insurer had not so elected, 


exceeds 


(b) the gross investment revenue of. the insurer for the 
year from property that the insurer has designated in its 
return of income for the year to be property used by it in 
the year in, or held by it in the year in the course of, car- 
rying on that particular insurance business in Canada, 
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the Minister may designate property of the insurer (other than 
property designated by-the insurer with respect to that partic- 
ular insurance business or, with respect.to any other insurance 
business carried on by the insurer in Canada) to be, for the 
purposes of this Act, property used by the insurer in the year 
in, or held ‘by it in the year in the course’of, carrying on the 

particular insurance business in;Canada, but the gross invest- 
ment revenue from property. so designated by the Minister 
shall not. be, greater than the amount by which the gross in- 
vestment revenue described in paragraph (a) exceeds the 
gross investment revenue Eescrioed in ee ee 


(16) Property deemed to be: designated property — Prop- 
erty of an insurer designated by the Minister pursuant to sub- 
section (15) shall be deemed to be property designated by, that 
insurer for the purposes of paragraph (12)(1)..: 


Subbeese. 138(15), (16) added by 1976- 77, c. 4, subsec. 53(2), appli- 


cable to 1976 et seq. 


Definitions [s. 138]: “accumulated 1968 deficit” — 138(12); “a 

filiated” — 251.1; “allowable capital loss” — 38(b), 248(1); hte 
tized cost” — 138(13), 248(1}; “amount” —248(1); “amount paya- 
ble’ — (in respect. of .a.policy loan) 138(12); “arm’s length” — 
251(1); “borrowed money”, “business” —.248(1);.“Canada” — 


255: “Canada security” — 138(12); “Canadian investment fund” — _ 


138(14); “capital gain” — 39(1)(a), 248(1); “capital property” — 
54, 248(1); “carrying on business” 253; “class of shares” — 
248(6); “common share” — 248(1); “completed? 138(4.6); “cor 
poration” — 248(1), Interpretation Act 35(1); “cost” — (to an in- 
surer of acquiring a mortgage or hypothec) 138(12); “cost 
amount” — 248(1); ° ‘depreciable property” — 13(21), 248(1); “des- 
ignated insurance. property” —.138(12),;248(1); “dividend” — 
248(1); “fiscal period” — 249(2)(b), 249.1; “orOss investment reve- 
nue” — 138(12); “identical” — 138(11.1), 248(12); “insurer” — 
248(1); “interest in real: property” +~248(4); “interest”, — in rela- 
tion to a policy, loan 138012), “life: insurance business” — 248(1); 
; “life insurance 
policy in Canada” — 138(12), 248(1): “life iieuter? — 248(1); 
“maximum tax actuarial reserve” — FOB 12); “Minister” — 248(1); 
“net Canadian life investment income” -= 209(2); “1975, branch ac- 
counting-election deficiency’? — 138(12); “1975-76 excess..policy 
dividend deduction” — 138(3.1), 138(12); “1975-76 excess ae 
dividend reserye”, “1975-76 excess additional group term reserves” 
“1975- -16 excess policy reserves” — 138(12); “non- resident” — 
248(1); “non-segregated property” — 138(12); “paid-up capital” — 
89(1), 138(11.7), 248(1); “participating life insurance: policy” — 
138(12); “person” —\248(1); “policy: loan” — 138(12); “preferred 
share”, “prescribed”, “principal amount’, “property” — 248(1); 
“property used by it,in the year in, or held by it in the, ean in the 
course of’ —carrying on an, insurance business 138(12); prove 
ince’ op euerpretation Act 35(1); “qualified related corporation” — 
138(12), 219(8); “received” — 248(7); “registered pension plan” — 
248(1); “registered retirement savings plan” — £146(1), 248(1); 
“regulation” — 248(1); “relevant authority” — 138(12); “resident 
in. Canada” — 250; “segregated fund” — 138(12); “share”, “share- 
holder” — 248(1); “specified Canadian assets” — 138(14); “subsid- 
iary wholly-owned corporation” — 248(1); “surplus funds derived 
from operations” — 138(12); “taxable Canadian corperation! — 
89(1); 248(1); “taxable capiahl gain” + 38(a), 248(1); “taxable divi- 
dend” — 89(1),-248(1); “taxable income” — 2(2), 248(1);\“taxation 
year” — 249; “taxpayer”, “term preferred share” — 248(1); “value 
for the taxation year” — 138(14). 
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138.1. (1) Rules relating to segregated 
funds — In respect of life insurance policies: for 
which all or any portion-of an insurer’s reserves vary 
in amount depending on the fair market value of a 
specified group of properties (in this section referred 
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to as a “segregated fund”), for the purposes ror this 
Part, the following rules apply: 


(a) an inter vivos trust (in this section referred to 
as the ‘“‘related. segregated fund trust’) is deemed 
tobe. created at the time that is the Jater of 


(i) the day that the segregated fund is created, 
and 


(ii) the day on which the insurer’s 1978 taxa- 
tion year commences, 


and to continue in existence throughout the pe- 

riod during, which the fund determines any por- 
‘tion of the benefits under those policies that vary 
_ in amount depending on the fair market value of 
the property in the segregated fund (in this sec- 

tion referred to as “segregated fund policies”); 


(b), property that has been allocated to and that 
remains a part of the segregated fund, and any in- 
come that has accrued on that property is deemed 
‘to be the property and income of the related seg- 
it regated fund trust and not’to be the property and 
income of the insurer; 


(c) the insurer is deemed to be. 


(i) the trustee who has ownership or control of 
the related segregated fund trust property, 


(ii) a resident of Canada in respect of the re- 
lated segregated fund trust property used or 
held by it in the course of carrying on the in- 
surer’s life insurance business in Canada, and 


(iii) a non-resident of Canada in respect of the 
related segregated fund trust property not used 
or held by it in the course of carrying on the 
insurer’s life insurance business in Canada, 


-(d) where at a particular time there is property in 
the segregated fund that was not funded with pre- 
miums paid under a segregated fund policy, 
(i) the insurer.is deemed to have an interest in 
the related segregated fund trust that is not in 
respect of any particular property or source of 
income, and © 


ii) the cost at any time of that interest to the 
insurer is deemed to be the total of 


(A) for property.of the trust,atthat time al- 
located -by. the insurer tothe segregated 
fund prior.to 1978, the amount that would 
be its, adjusted cost base to the insurer if 
the interest had been.a capital property at 
all relevant times prior to 1978 and if the 
rulés “in ‘this section had been applicable 
for the taxation years after 1971 and before 
1978, and’ 


(B) for property of the trust at that time al- 
located by the insurer to the segregated 
fund after, 1977, the fair market value of 
the property at the time it was last allo- 
cated to the.segregated fund by the insurer; 


(e) where at’any particular time there is property 
in the segregated fund that was funded with a 
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portion of. the premiums. paid before that time 
under a segregated fund policy, 


(i) the respective segregated fund policyholder 
is deemed to have an interest in the related 
segregated fund trust that is not’in respect of 
any particular property or source of income, 


(ii) the cost of that interest is deemed to be the 
amount that is the total of 


(A) the amount that would be its adjusted 
cost base to the insurer. at December 31, 
1977 if the interest had been a capital 
property at all relevant times prior to 1978 
and if the rules in this section (if subsec- 
tion (3) were read without reference to the 
expressions “or capital loss” and “or loss”) 
had been applicable for taxation years after 
1971 and before 1978, and 


(B) the total of amounts each of which is 
that portion of a premium paid before that 
time and after the day. referred to in sub- 
paragraph (a)(ii) under a segregated fund 
policy that was or is to be used by the in- 
surer to fund property allocated to the seg- 
regated fund (other than the portion of the 
premium. that is an acquisition fee), and 


(ili) the portion of a premium included in a 
segregated fund is deemed not to be an 
amount paid in respect of a premium under 
the policy; 


(f) the income of the related segregated fund trust 
is deemed for the purposes of subsections 104(6), 
(13) and (24) to be an amount that has become 
payable in the year to the beneficiaries under the 
segregated fund trust and the amount therefor in 
respect of any particular beneficiary is equal to 
the amount determined by reference to the terms 
and conditions of the segregated fund policy; 


(g) where at a particular time the fair market 
value of property transferred by the insurer to the 
segregated fund results in an increase at that time 
in the portion of the insurer’s reserves for a seg- 
regated fund policy held by a policyholder that 
vary with the fair market value of the segregated 
fund and a decrease in the portion Of its reserves 
for the policy that do not so vary, the amount of 
that increase shall, 


(i) for the purpose of the determination of H 
in the definition: “‘adjusted cost basis” in sub- 
section 148(9), be deemed.to be proceeds of 
disposition that the policyholder became enti- 
tled to receive at that time, 


(ii) for the purpose of computing the adjusted 
cost base to the policyholder of the policy- 
holder’s interest in the related segregated fund 
trust, be added at that time: to the cost to the 
policyholder of that-interest, and 
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(iii) for the purpose of computing the insurer’ s 
income, be deemed to be ‘a payment under the 
terms and conditions of the policy at that time; 


(h) where at a particular time the fair market 
value of property transferred by the insurer from 
the segregated fund results in an increase at that 
time in the portion of thé insurer’s reserves for a 
segregated fund policy that do not vary with the 
fair market value of the segregated fund and a de- 
crease in the portion of its reserves for the policy 
that so vary, the amount of that increase shall, for 
the purpose of calculating the insurer’s income, 
be deemed to be a premium received by the in- 
surer at that time; 


(1) where at a particular time the policyholder of a 
segregated fund policy disposes of all or a portion 
of the policyholder’s interest in the related segre- 
gated fund trust, that proportion of the amount, if 
any, by which the acquisition fee with respect to 
the particular policy exceeds the total of amounts 
each of which is an amount determined under this 
paragraph with respect to the particular policy 
before that time, that . 

(i) the fair market value of the interest dis- 

posed of at that time 


is of 
(ii) the fair market value of the policyholder’s 


interest in the particular segregated fund trust 
immediately before that time, 


is deemed to be a capital loss of the related segre- 
gated fund trust that reduces the ‘policyholder’s 
benefits under the particular policy by that 
amount for the purposes of subsection (3); 


(j) the obligations of an insurer in respect of a 
benefit that is payable under a segregated fund 
policy, the amount of which benefit varies with 
the fair market value of the segregated fund at the 
time the benefit becomes payable, are deemed to 
be obligations of the trustee under the related seg- 
regated fund trust and not of the insurer and any 
amount received by the policyholder or that the 
policyholder became entitled to receive at any 
particular time in a year in respect of those obli- 
gations is deemed to be proceeds from the dispo- 
sition of an interest in the related segregated fund 
trust; i 


(k) a reference to “the terms and conditions of the 
trust arrangement” in section 104 or subsection 
127,2(3) is deemed to include a reference to the 
terms and conditions of the related segregated 
fund policy and the trustee is deemed to have 
designated the amounts referred to in that section 
in accordance with those terms and conditions: 
and 


(1) where-at any time an. insurer acquires a share 


as a first registered holder thereof and allocates 
the share to a related segregated fund trust, the 
trust shall be deemed to have acquired the share 
at that time as the first registered. holder. thereof 
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for the purpose of computing its share-purchase 
tax credit and the insurer shall be deemed not to 
have acquired the share for the purpose of com- 
puting its share-purchase tax credit. 


Related Provisions: 39(1)(a)(iii) — Meaning of capital gain; 
53(1)(1), 53(2)(q) — Adjustments to cost base; 87(2.2) — Amalga- 
mation of insurance corporations; 88(1)(g) — Winding-up of sub- 
sidiary insurance corporations; 127.55(f)(1) — No minimum tax on 
related segregated fund trust; 138(11.5)(k) — Transfer of business 
by non-resident insurer; 138.1(7) — Where subsections (1) to (6) 
not to apply; 218.1 — Application to non-resident withholding tax; 
Reg. 9000 — Certain segregated funds excluded from definition of 
“financial institution”. _ 


Pre-RSC History: Para. 138.1(1)(f) amended by 1988, c. 55, s. 
126, to substitute “an amount that has become: payable” for “an 
amount payable”, and “the amount therefor” for “the amount 
thereof’, applicable to 1988 ef seq. 


All that portion of para. 138.1(1)(a) preceding subpara. (i) amended 
by 1986, c. 6, s. 80, applicable to 1986 ef seq., to substitute “in this 
section referred to as” for “in this section and section 47.1 referred 
to as”. 


All that portion of para. 138.1(1)(a) preceding subpara. (i) substi- 
tuted to add “and section 47.1”, para. 138.1(1)(k) substituted to add 
“or subsection 127.2(3)”, para. 138.1(1)(1) added by 1984, c. 1, sub- 
secs. 80(1), (2). That portion of para. 138.1(1)(a) preceding subpara. 
(i), as substituted, applicable after September 30, 1983. Para. 
138.1(i)(k) as substituted, para. 138.1(1)(), applicable to 1983 ef 
seq. 


(2) Rules relating to property in segregated 
funds at end of 1977 taxation year — Where an 
insurer holds property at the end of its 1977 taxation 
year in connection with a segregated fund, the fol- 
lowing rules apply: 


(a) the property is deemed to have been acquired 
by the related segregated fund trust on the day 
determined under paragraph (1)(a) at a cost equal 
to the adjusted cost base of the property to the 
insurer on that day and that transaction is deemed 
to be'a transaction between persons not dealing at 
arm’s length; 


(b) the property is deemed to have been disposed 
of by the insurer on the day referred to in para- 
graph (a) for proceeds equal to the adjusted cost 
base of the property to the insurer on that day, 
and 


(c) for the purpose of computing the insurer’s in- 
come for its 1978 taxation year it shall be deemed 
to have made a payment to its policyholders in 
satisfaction of their rights under their segregated 
fund policies in that year equal to that portion of 
the amount. deducted under. subparagraph 
138(3)(a)(i) in computing its income for its 1977 
taxation year that is in respect of segregated fund 
policies. 

Related Provisions: 39.1(2)B(c), 39.1(5) — Reduction in gain to 

reflect capital gains exemption election; 138.1(7) — Where subsec- 

tions (1) to (6) not to apply. 

Pre-RSC History: Para. 138.1(2)(c) substituted by 1979; c. 5, s. 

45, applicable to 1978 ef seq. 


(3) Capital gains and capital losses of related 
segregated fund trusts — A capital gain or capi- 
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tal loss of a related segregated fund trust from the 
disposition of any property shall, to the extent that a 
policyholder’s benefits under a policy or the interest 
in the trust of any other beneficiary.is. affected by 
that gain or loss, be deemed. to be a capital gain. or 
capital loss, as the case may be, of the policyholder 
or other beneficiary and not that of the trust. 
Related Provisions: 39.1(2)B(c), 39.1(5) — Reduction in gain to 
reflect capital gains exemption election; 53(1)(1)(iv), 53(2)(q)(i1) — 
Adjustments to cost base; 138.1(7) — Where subsections (1) to (6) 
not to apply. 


(4) Election and allocation — Where at any par- 
ticular time after 1977, a policyholder withdraws all 
or part of the policyholder’s interest in a segregated 
fund policy, the trustee of a related segregated fund 
trust may elect in prescribed manner and prescribed 
form to treat any capital property of the trust as hav- 
ing been disposed of, whereupon the property shall 
be deemed.to have been disposed of on any day des- 
ignated by the trustee for proceeds of disposition 
equal to 


(a) the fair market value of the property on that 
day, 


(b) the adjusted cost base to the trust of the prop- 
erty on that day, or 


(c) an amount that is neither greater than the 
greater of nor less than the lesser of the amounts 
determined under paragraphs (a) and (b), 


whichever is designated by the trustee, and to have 
been reacquired by the trust immediately thereafter 
at a cost equal to those proceeds, and where the trus- 
tee of a related segregated fund trust has made ‘such 
an election, the following rules apply: 


(d) the amount of any capital gain or capital loss 
resulting from the deemed disposition shall be. al- 
located by the trustee to any policyholder with- 
drawing all or part of the policyholder’s interest 
in the policyholder’s policy at that time to the ex- 
tent that the amount of the policyholder’s benefits 
under the policy at that time is affected by the 
capital gain or capital loss in respect of property 
held by: the related segregated fund trust at that 
time, 


(e) the allocation referred to in paragraph (d) 1s 
deemed to have been made immediately before 
the withdrawal, 


(f) any capital gain not so allocated is deemed to 
be allocated in‘ accordance with ‘the terms -and 
conditions of the policy, and 


(g) any capital loss not so allocated is deemed to 
be a superficial loss of each policyholder to the 
extent that the policyholder’s benefits under the 
policy would be affected by the loss. 
Related Provisions: 39.1(1)exempt capital gains balance”C(c), 
39:1(6) — Reduction in gain to teflect capital gains exemption elec- 
tion; -53(1)()(iii), 53(2)(q)(i) — Adjustments to. cost base; 
138.1(7), — Where subsections (1) to (6) not to apply. 


Regulations: 6100 (prescribed manner and time). 
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Forms: T3018: Election for deemed disposition and reacquisition 
of capital property of a life insurance segregated fund under subsec- 
tion 138.1(4). 


(5) Adjusted cost base of property in related 
segregated fund trust — At any particular time, 
the adjusted cost base of each capital property of a 
related segregated fund trust shall be deemed to be 
the amount, if any, by which 


(a) the adjusted cost base of the property to the 
trust immediately before that time 


exceeds 


(b) the total of amounts each of which is an 
amount in respect of the disposition by a policy- 
holder of all or part of the policyholder’s interest 
in the related segregated fund trust at that time 
equal to that proportion of the amount, if any, by 
which 


(i) the adjusted cost base to’ the policyholder 
of that interest at that time 


exceeds 


(ii) the policyholder’s proceeds of the disposi- 
tion of that interest in the trust 


that 


(ili) the fair market value of the capital prop- 
erty at that time 
is of 
(iv) the total of amounts each of which is the 
fair market value of a capital property of the 
related segregated fund trust at that time. 
Related Provisions: 53(1)(1), 53(2)(q) — ACB of interest in re- 


lated segregated fundrtrust; 138(11.5)(k) — Transfer of business by 
non-resident insurer; 138.1(7) — Where subsections (1) to (6) not to 


apply. 


(6) Definition of “acquisition fee” — In this sec- 
tion, ‘acquisition fee” means the amount, if any, by 
which the total of amounts each of which is 


(a) that portion of a premium charged by the in- 
surer under a segregated fund policy that is not 
included in the related segregated fund or cannot 
reasonably be regarded as an amount required to 
fund a mortality or maturity benefit, 


(b) a transfer from the segregated fund that can- 
not reasonably be regarded as an amount required 
to fund a mortality or maturity benefit other than 
an annual administration fee or charge, or, 


(c) any amount by which the proceeds payable to 
the policyholder under a particular segregated 
fund policy is reduced on the surrender or partial 
surrender of the policy that may reasonably be re- 
garded as a surrender fee, 


exceeds 


(d) the total of amounts each of which is that por- 
tion of an amount described in paragraph (a), (b) 
or (c) that may reasonably be considered to be in 
respect of an interest in the segregated fund that 
was disposed of before 1978. 
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(7) Where subsecs. (1) to (6) do ‘not apply — 
Subsections (1) to (6) do not apply to the holder of a 
segregated fund policy with respect to such a policy 
that is issued or effected as a registered ‘retirement 
savings plan or a registered retirement income. fund 
or that is issued under a registered pension: plan. 

Related Provisions: 148(1) — Amounts included in computing 
policyholder’s income. 


History: Subsec. 138.1(7) amended by 1994, -c.7, Sch. VIII (1993, 
c. 24), s. 80, applicable to 1991 et seq. Subsec. (7) formerly read: 


(7) Where policyholder deemed to be trust, etc. — For 
the purposes of this section, where a segregated fund policy is 
issued or effected as a registered retirement savings plan or is: 
issued pursuant to a registered pension plan, the ‘policyholder 
of the policy shall’ be deemed to be a'trust or a trust or corpo-'" 
ration described by paragraph 149(1)(t) or (0), respectively. 


Pre-RSC History: Subsec. 138.1(7) amended’ by 1990, c. 35, s: 
29, to substitute “pension plan” for “pension fund or plan”, applica- 
ble after 1985. 


Pre-RSC History [s. 138.1]: S. 138.1 added by 1977-78, c. 1, s. 
69, applicable to 1978 ef seq. sie 

Definitions [s. 138.1]: “acquisition fee” — 138:1(6); “adjusted. 
cost. base” — 54, 248(1); “amount”? — 248(1);. “arm’s length” — 
251(1); “capital, gain”, “capital loss” — 39(1), 248(1); “corpora- 


_ tion” — 248(1), Interpretation Act 35(1); “insurer” — 248(1): “in- 


ter vivos trust” — 108(1), 248(1); “life insurance business”, “pre-. - 
scribed”, “property”, “registered pension plan” — 248(1); 
“registered retirement income fund” — 146.3(1),°248(1); “regis- 
tered retirement savings plan” — 146(1), -248(1); “related..segre- 
gated fund trust” — 138.1(1)(a); “segregated fund” — 138.1(1); 
“segregated fund policy” — 138.1(1 )(a); “taxation year” — 249; 
“trust” —104(1), 248(1), (3). : 


139. Conversion of insurance corporations 
into mutual corporations — Where an insurance 
corporation that is ‘a Canadian corporation applies an 
amount in payment for shares of the corporation pur- 
chased or otherwise acquired by it under a mutual- 
ization proposal under Division Ill of Part VI‘of the 
Insurance Companies Act or under a law of the prov- 
ince under the laws of which the corporation is in- 
corporated that provides for the conversion of the 
corporation, into a mutual. corporation by the 
purchase of its shares in accordance with that law, 


(a) section 15 does not apply to require the inclu- 
sion, in computing the income.of.a shareholder of 
the corporation, of any. part of that amount; and 


(b) no part’ of that’ amount’ shall be deemed, for 
the purpose of ‘subsection 138(7), to have been 
paid to shareholders or, for the purpose of section 
84, to have been received as a dividend. 


History: S. 139 amended by 1994, c. 7, Sch. 1 (1991, c. 47), s. 734. 
to substitute that portion preceding para. (a), deemed to have come 
into force June 1, 1992. That portion formerly read: 


139. Conversion of provincial life insurance corporation 

into mutual corporation — Where a life insurance corpora- 

tion that is incorporated under the laws of a province has ap- 

plied an amount in payment for shares-of the corporation pur- 
chased by it under the authority of a law of the province that 

provides for the conyersion of the corporation into a mutual 

Corporation by the purchase of its shares in accordance with’ 
the provisions of that law; W OTT OS 2 i 


1234 


Div. F — Special Rules Applicable in:Certain Circumstances 


Definitions [s. 139]: “amount”? —.248(1); “Canadian corpora- 
tion” — 89(1), 248(1); “dividend”, “insurance corporation” — 
248(1); “province” — Interpretation Act 35(1); “share”, ““share- 
holder” — 248(1). , 


140. (1) [Insurance corporation] Deductions 
in computing income — In computing the in- 
come for a taxation year of an insurance corporation, 
whether a mutual corporation or a joint stock com- 
pany, from: carrying on an insurance business other 
than a life insurance business, there may be deducted 
every amount credited in respect of that business for 
the year or a preceding taxation year to a policy- 
holder of the corporation by way of a dividend, re- 
fund of premiums or refund of premium deposits if 
the amount was, during the year or within 12 months 
thereafter, ' 


(a) paid or unconditionally. credited to. the policy- 


holder; or apie 


(b) applied in discharge, in whole.or in part, of a 
liability of the policyholder to pay premiums to 
the corporation. 


Related Provisions: 87(2.2) — Amalgamation of insurance cor- 
porations; 88(1)(g) — Winding-up of subsidiary insurance corpora- 
tions; 138(11.5)(k) — Transfer of business by non-resident insurer; 
149(10)(a.1) — Exempt corporations; Reg. 1401(3)J — Policy 
reserves — non-life insurance business. use 


(2) Inclusion in computing income — There 
shall be included in computing the income of an in- 
surance corporation, whether a mutual corporation or 
a joint stock company, from carrying on an insur- 
ance business for its first taxation year that com- 
mences after June 17, 1987 and ends after 1987 (in 
this subsection referred to as its, ““1988 taxation 
year”) the amount, if any, by which 


(a) the total of all amounts each of which is an 
amount deducted by the corporation in computing 
its income for a taxation year ending before its 
1988 taxation year pursuant to paragraph 140(c) 
of the Income Tax Act, chapter 148 of the Re- 
vised Statutes of Canada, 1952, or pursuant to 
that paragraph by reason of subparagraph 
138(3)(a)(v) of that Act as it read in respect of 
those taxation years in respect of amounts 
credited to the account of the. policyholder on 
terms that the policyholder is entitled to. payment 
thereof on or before the expiration or termination 
of the policy 


exceeds 


(b) the total of all amounts each of which is an 
amount paid or unconditionally credited to a poli- 


cyholder or applied in discharge, in whole or in — 


part, of a liability of the policyholder to pay pre- 
miums to the corporation before the corporation’s 
1988 taxation year in respect of the amounts 
credited to the account of the policyholder re- 
ferred to in paragraph. (a). 
Related Provisions [subsec. 140(2)]: 87(2.2) — Amalgama- 
tion of insurance corporations; 88(1)(g) — Winding-up of insurance 
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corporations; 138(3) — Deductions allowed in computing income; 
138(11.5)(k)-— Transfer of business by non-resident insurer. 


1.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Pre-RSC History [s. 140]: S. 140 substituted by 1988, c. 55, s. 
127, applicable to’ taxation years commencing after June 17, 1987 
that end after 1987. S. 140 formerly read: 


140. Deduction in computing income — In computing the 
income for a taxation year of an insurance corporation, 
whether a mutual corporation or a joint stock company, from 
carrying’on an insurance business other than a’ life insurance 
business, there may be deducted every amount credited in re- 
spect ‘of that business for the year to a policyholder of the 
corporation by way*of dividend, refund of premiums or Te- 
fund of premium deposits if the amount was, during the year 
or within 12: months thereafter, 


(a) paid to the policyholder, 


(b) applied in discharge, in whole or in part, of a liability 
of the policyholder to pay premiums to the corporation, 
or 


(c) credited to the account of the policyholder on terms 
that he is entitled to payment thereof on or before expiry 
or termination of the policy. 


Definitions [s. 140]: “amount”, “business” — 248(1); “carrying 
on business” — 253; “corporation” — 248(1), Interpretation Act 
35(1); “dividend”, “insurance Corporation”, “life insurance busi- 


ness” — 248(1); “taxation year” — 249. 


141. Life insurance corporation deemed to be 
public corporation — Notwithstanding any other 
provision of this Act, a life insurance corporation 
that is resident in Canada shall be deemed to be a 
public corporation. 


Related Provisions: 138(1) — Insurance corporations; 141.1 — 
Insurance corporation deemed not to be private corporation; 142 — 
Taxable capital gains of life imsurer. 


Definitions [s. 141]: “Canada” — 255; “life insurance corpora- 
tion” — 248(1); “public corporation” — 89(1),,248(1); “resident in 
Canada” — 250. 


141.1 [Insurance corporation] deemed not to 
be a private corporation — Notwithstanding any 
other provision of this Act, an insurance corporation 
(other than a life insurance corporation) that would, 
but for this section, be a private corporation is 
deemed not to be a private corporation for the pur- 
poses of subsection 55(5), the definition “capital div- 
idend account” in subsection 89(1) and sections 
123.3 and 129. | 


Related Provisions: 141 — Life insurance corporation, deemed 
to be public corporation. 


History: S. 141.1 amended by 1998, c. 19, s. 162, applicable to 
taxation years that end after June 1995. S. 141.1 formerly read: 


141.1 [Insurance corporation] deemed not to be a private 
corporation — Notwithstanding any other provision of this 
Act, an insurance corporation (other than a life insurance cor- 
poration) that would, but for this section, be a private corpo- 
ration shall be deemed not to be a private corporation for the 
purposes-of subsection 55(5),' the definition “capital dividend 
account” in subsection 89(1) and section 129 of this Act and 
paragraph 89(1)(b.2) of the Income Tax Act, chapter 148 of 
the Revised Statutes of Canada, 1952. 
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Pre-RSC History: S. 141.1 substituted by 1980-81-82-83, c. 140, 
s. 97, applicable to. 1981 et seg. S.:141.1 formerly read: 


of its taxable capital gains for the year and allowable capital 
losses: for the year 


(a) as were from dispositions of property used by it in the 
year in, or held by it in the year in the course of, carrying 
on an insurance business, and 


141.1 Notwithstanding any other provision of this Act, an in- 
surance corporation (other than a life insurance corporation) 
that would but for this section be a private corporation shall 
be deemed not to be a private corporation except for the pur- 
poses of section 125 and Part VI. 


S. 141.1 added by 1974-75-76, c. 26, subsec..96(1), applicable to 
the 1974 and subsequent taxation years except that 


" (b) as were not from dispositions of property used by it in 
the year in, or held by it in the year in the course of, car- 
rying on an insurance. business. in. Canada, ; 


shall not be included in computing ‘its income for the year. 


That portion of s. 142 preceding para. (a) substituted by 1994, c..7, 
Sch. I (1991, c. 49), s. 115, applicable to 1990 er seq. That portion 
formerly. read: . ery 


(a) where the aggregate of the taxes under Part IV of the said 
Act payable for the 1972 and 1973 taxation years by a corpora- 
tion referred to in section 141.1 of the said Act as enacted by 
this section exceeds the aggregate of its dividend refunds under 
section 129 of that Act for each of those taxation years, the 
Minister shall, upon application in writing by the corporation at 
any time after mailing the corporation’s notice of assessment 
for its 1973 taxation year, refund the excess; 


142. Notwithstanding any other provision of this Act, where 
in a taxation year an insurer (other than a resident of Canada 
that does not carry on a life insurance business) carried'on an 
‘Insurance business in. Canada and in a country other than 
sa Canada, such of its taxable capital gains for the year and al- 
(b) section 129 of the said Act shall continue to apply to a cor- lowable capital losses for the year 


poration referred to in section 141.1 of the said Act as enacted Pre-RSC History: S. 142 substituted by 1977-78, c. i. subsec. 
by this section as though 70(1), applicable to 1978 et seg. S. 142 formerly read: 


(i) it continued to be a private corporation, 142. (1) Election re taxable capital gains, ete — Notwith- 


(ii) its Canadian investment income and foreign investment standing any other provision of this Act, where in a taxation 
income were nil for its 1974 and subsequent taxation years, year an insurer (other than a resident of Canada that does not 
and carry on a life insurance business) carried on an insurance 


(ili) the corporation’s dividend refund for its 1973 taxation business in a country other than Canada, 


year, were equal to the aggregate of (a) if the insurer has made an election in respect of the 


year under subsection 138(9), such of its taxable capital] 
gains for the year and allowable capital losses for the 
year as were from dispositions of property other than 
' property used by it in the year in, or held by it.in the year 


(c) subsection 83(2) of the said Act shall continue to apply to a in the course of, carrying on an Mb ea way business 8 


corporation referred to in section 141.1 of the said Act as en-’ panea, and 
acted by this section as though 


(A) its dividend refund for that year otherwise deter- 
mined, and 


(B) the refund, if any, referred to in paragraph (a), 


(b) in any other case, such of its taxable capital gains for 
the year and allowable capital losses for thé year as are 
prescribed not'to relate to an insurance business carried 
on by it in Canada, f 


(i) it continued to be a private corporation, and’ 


(ii) the period referred to in subparagraph 89(1)(b)(i) of the 
said Act commenced at the time therein referred to but en- 


: shall not be included in computing its income for the year. 
ded at the end of the corporation’s 1973 taxation year, and 


(2) Portion deemed’ taxable capital gain, etc., of policy- 
holder — Such portion of any taxable capital gain fora taxa- 
tion year of a life insurance corporation from the disposition 
of property included in a segregated fund (within the meaning 
assigned by subsection 148(1)) 


(d) where a corporation has deducted in its 1972 or 1973 taxa- 
tion year non-capital losses from ‘dividends otherwise taxable 
under Part IV of the said Act, the corporation shall, for the pur- 
poses of subsection 111(1) of that Act, be deemed not to have 
claimed. any amount under paragraph 186(1)(c) or (d) for its 


1972 or 1973 taxation year (a) as would, but for this subsection, have been included 


in computing the income of the corporation for the year, 
Selected Cases [s. 141.1]: Groupe Commerce, Cie D’ Assurance and — 
v.. Canada, [1996] 3 C.T.C. 2066 (TCC). (Affected corporation 


deemed not to be private corporation for all purposes of s. 129). ae Nepean Ue gyon: DY uae ales Yent: wh 


particular policyholder, 
Definitions: “insurance corporation”, “life insurance corpora- 


; ; : i shall be deemed not to have been a taxable capital gain of the 
tion” — 248(1); “private corporation” — 89(1), 248(1). 


corporation for the year from the disposition thereof and, ex- 
cept where the policy was issued or effected as'a registered 
retirement savings plan, or is issued pursuant toa registered 
pension fund or plan, shall be deemed to be a taxable capital 
gain of the particular policyholder for the year from the dis- 
position of a capital property. ; 

(3) Determination. of taxable capital gains, etc —- Where 
in a taxation year_a life insurer carried on an insurance busi- 
ness in Canada and elsewhere, and has not made an election 
under subsection 138(9) in respect of the year, for the purpose 
of determining its taxable capital gains and allowable capital 
losses for the year, ( 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 195272); 


142. [Repealed] 


Related Provisions: 87(2.2) — Amalgamation of insurance cor- 
porations; 88(1)(g) — Winding-up of subsidiary insurance corpora- 
tions; 115(1)(b)(iii) — Non-resident insurer’s taxable income 
earned in Canada; 138(11.5)(k) — Transfer of business by non-resi- 
dent insurer; 142.1 — Definitions in 138(12) apply to this section. 


History: S. 142 repealed by 1997, ¢.'25, s. 40, applicable to 1997 et 


seq. S. 142 formerly read: (a) the lesser of 


(i) the amount, if any, in respect of a particular secur- 


142. Taxable capital gains etc. [of life insurer] — Notwith- ; ; : a 
ity that is a specified Canadian asset, by which, 


standing any other provision of this Act, where in a taxation 


year a life insurer resident in Canada carries on an insurance 
business in Canada and in a country other than Canada, such 


(A) the amount, if any, that would*have been te- 
quired by paragraph 138(4)(b) or (c),-as the case 
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may be, to be included in computing the in- 

surer’s income for the year in respect of the se- 

curity if the insurer had made such an election 
and the security had been a Canada security» 


exceeds 


(B) the amount, if any, in respect of the security 
that would have been required by paragraph 
138(4)(b) or (c), as the case may be, tobe in- 
cluded in computing the insurer’s income for the 
year in respect of the security if the insurer’s Ca- 
nadian investment fund for the taxation year and 
the value for the taxation year of the insurer’s 
specified Canadian assets: were equal, and 


(ii) the proportion of the amount determined under 
subparagraph (i) that the insurer’s Canadian invest- 

ment fund for the taxation year is of the value for the 

taxation year of the insurer’s specified Canadian 

assets, 


‘shall be deemed to be a gain for the year from the dispo- 
sition in the year of the security determined under subdi- 
vision c of Division B of this Part, and 


(b) the amount that would be determined under paragraph 
(a) in respect of a particular security, if the references 
therein to “required by paragraph 138(4)(b) to be in- 
cluded” were read as a reference to “deductible under 
paragraph 138(3)(b)”, and the reference to “required by 
paragraph 138(4)(c) to be included’ were read as a refer- 
ence to “deductible under paragraph 138(3)(d)”, shall be 
deemed to be a loss for the year from the. disposition in 
the year of the security determined under subdivision c of 
Division B of this Part. ‘ 


(4) Meaning of certain expressions — For the purposes of 
_ subsection (3), the expression “Canada security” has the 
meaning assigned by subsection138(12), and the expressions 
“Canadian investment fund for a taxation year’, “security”, 
“specified Canadian assets” and “value for the taxation year” 


have the meanings prescribed therefor. 


Subsecs. 142(3), (4) added by 1976-77, c. 4, s. 54, applicable to 
1972 et seq. 


Subsec. 142(2) substituted by 1973-74, c. 14, s. 48, applicable to 
1972 et seq. 


Definitions [s. 142]: “allowable capital, loss” — 38(b), 248(1); 
“Canada” — 255; “insurer”, “life insurance business” — 248(1); 
“life insurer’ — 248(1); “property” — 248(1); “property used by it 


in the course of ...” — 138(12), 142.1; “taxable capital gain” — | 


38(a), 248(1); “taxation year” — 144(11), 249. 


142.1 [Repealed] 


Origin of s. 142.1: R.S.C. 1985, c. 1 (Sth Supp.) (formerly con- 
tained in the opening words of subsec. 138(12)). 


History: S. 142.1 repealed by 1997, c. 25, s. 40, applicable to 1997 
et seg. S. 142.1 formerly read: 


142.1 Application of subsec. 138(12) — The definitions in 
subsection 138(12) apply to section 142. 


Financial Institutions 
Interpretation 


142.2. (1) Definitions — In this section and. sec- 
tions 142.3 to 142.6, 


S.:142.2(1) inv 


‘financial institution” at any time means 
(a) a corporation that is, at that time, 
(i) a corporation referred to in any of 


paragraphs (a) to (e) of the definition “re- 
stricted financial institution” in subsection 


248(1), 
(ii) an investment dealer, or 


(iii) a corporation controlled by one or more 
persons or partnerships each of which is a fi- 
nancial institution at that time, other than a 
corporation the control of which was acquired 
by reason of the default of a debtor where it is 
reasonable to consider that control is being re- 
tained solely for the purpose of minimizing 
any losses in respect of the debtor’s default, 
and . 


(b) a trust or partnership more than 50% of the 
fair market value ofall interests in which are held 
at that time by one or more financial institutions, 


but does not include 
(c) a corporation that is, at that time, 
(i) an investment corporation, 
(ii) a mortgage investment corporation, 
(iii) a-mutual fund corporation, or 


(iv) a deposit insurance corporation (as. de- 
fined in subsection 137.1(5)), 


(d) a trust that is a mutual fund trust at that time, 
nor 


(e) a prescribed person or partnership; 


Related Provisions: 20(1)(1)(ii) — Reserve for doubtful debts; 
20(1)(p)Gi) — Deduction for bad debts; 85(] 4), 87(1.5) — Defini- 
tion applies to other provisions; 87(2)(e.3), (¢.4) — Amalgama- 
tions — continuing corporation; 112(6)(c) — Definition applies to 
other provisions; 142.5 — Mark-to-market rules applicable to finan- 
cial institution; 142.6(1) — Becoming or ceasing to be a financial 
institution; 248(1)‘cost amount” — Definition applies to other pro- 
visions; Reg. 8103(4) — Mark-to-market — transition inclusion on 
ceasing to be a financial institution; Reg. 9204(2) — Residual por- 
tion of specified debt obligation on ceasing to be a financial 
institution. 


Regulations: 9000 (prescribed person for para. (e) — segregated 
fund). 


‘investment dealer” at any time means a corpora- 
tion that is, at that time, a registered securities 
dealer; 


Related Provisions: 142.2(1)‘financial institution” — Invest- 
ment dealer is a financial institution; 142.2(1)‘mark-to-market 
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property”(c) — debt held by investment dealer subject to’ mark-to- 
market rules. 


“mark-to-market property” of a taxpayer for a 
taxation year means property held by the taxpayer in 
the year that is 


(a) a share, 


(b) where the taxpayer is not an investment 
dealer, a specified debt obligation that 


(i) was carried at fair market value in the tax- 
payer’s financial statements 


(A) for the year, where the taxpayer held 
the obligation at the end of the year, and 


(B) for each preceding taxation year that 
ended after the taxpayer acquired the obli- 
gation, or 


(ii) was acquired and disposed of in the year, 
where it is reasonable to expect that the obli- 
gation would have been carried in the. tax- 
payer’s financial statements for the year at fair 
market value if the taxpayer had not disposed 
of the obligation, 


other than a specified debt obligation of the tax- 
payer that was (or would have been) carried at 
fair market value 


(iii) solely because its fair market value was 
less than its cost to the taxpayer, or 


(iv) because of a default of the debtor, and 


(c) where the taxpayer is an investment dealer, a 
specified debt obligation, | 


but does not include 


(d) a share of a corporation in which the taxpayer 
has a significant interest at any time in the year, 
nor : 


(e) a prescribed property; 


Related Provisions: 85(1.4), 87(1.5) — Definition applies to 
other provisions; 87(2)(e.4), (e.5) — Amalgamations — continuing 
corporation; — 88(1)(h) — Windup — continuing corporation; 
112(6)(c) — Definition applies to other provisions; 136(1) — Coop- 
erative not private corporation — exception: 138(11.5)(k.2) — 
Transfer of business by non-resident insurer; 142.2(2), (3), (5) — 
Significant interest; 142.3(3) — Mark-to-market property not sub- 
ject to rules re income from specified debt obligations; ’ 142.5 — 
Mark-to-market rules; 248(1)“cost amount” — Definition applies to 
other provisions; 248(1)“cost amount”(c.1) — Cost amount of 
mark-to-market property; Reg. 6209(b)(i) — Prescribed securitiés 
for lending assets. 


Regulations: 9001(2), 9002 (prescribed property. for para: (e)). 


“specified debt obligation” of a taxpayer means the 
interest held by the taxpayer in 


(a).a loan, bond, debenture, mortgage, note, 
agreement of sale or any other similar indebted- 
ness, or 


(b) a debt obligation, where the taxpayer pur- 
chased the interest, 


Income Tax Act, Part I ©: 


other than an interest in 


(c) an income bond, an income debenture, a small 
business development bond, a small business 
bond or a prescribed property, or 


(d) an instrument issued by or made with a per- 
son to whom the taxpayer is related or with 
whom the taxpayer does not otherwise deal at 
arm’s length, or in which the taxpayer has a sig- 
nificant interest. 


Related Provisions: 85(1.4), 87(1:5) — Definition applies to 
other provisions; 87(2)(e.3) — Amalgamation of holder of obliga- 
tion; 138(11.5)(k.1) — Definition applies to other provisions; 
142.2(1)mark-to-market property”(b), (c) — Mark-to-market rules 
for financial institutions; 142.2(2), (3) — Meaning of “significant 
interest”; 142.3(1) — Income from specified debt obligations; 
142.4 — Disposition of specified debt obligation: 142.5 — Mark- 
to-market rules for financial institutions; 248(1)cost amount” — 
Definition applies to other provisions; 248(1)“cost amount’(d.2) — 
Cost.amount of specified debt obligation; 248(1) — Definition of 
“lending asset”; Reg..6209(b)(ii)— Prescribed securities for lend- 
ing assets. 


History: The portion of the definition “specified debt obligation” in 
subsec. 142.2(1).after para. (b) amended by 1998, c. 19, s. 163, ap- 
plicable to taxation years that end after February 22, 1994. The por- 
tion formerly read: 


“other than an interest in an income bond, an income deben- 
ture, a small business:development bond, a small business 
bond or a prescribed property. 


For earlier history see at end of s. 142.2. 


Regulations: 9004 (prescribed property). 


(2) Significant interest — For the purpose of sub- 
section (5) and the definition “mark-to-market prop- 
erty” in subsection (1), a taxpayer has a significant 
interest in a corporation at any time if 


» (a) the taxpayer is related (otherwise than. be- 
cause of a right referred to in paragraph 
25.1(5)(b)) to. the corporation at that time; or 


(b) the taxpayer holds, at that time, 


(i) shares of the corporation that give the tax- 
payer 10% or more of the votes that could be 
cast under all circumstances at an. annual 
meeting of shareholders. of the corporation, 
and 


(ii) shares of the corporation having a. fair 

market value of 10% or more of the fair mar- 

ket value, of all the issued shares of the 

corporation. 3 were 

Related Provisions: 142.2(3) — Rules for determining signifi- 
cant interest; 142.2(4) — Extended meaning of “related”. 


(3) Rules re significant interest — For the pur- 
pose of determining under subsection (2) whether a 
taxpayer has_a significant interest in a corporation at 
amy. times itie yeu | 


(a) the taxpayer. shall. be deemed to hold each 
share that is held at that time by a person or part- 
nership to whom the taxpayer is related (other- 
wise than because of a right referred to in para- 
graph 251(5)(b)); , CAMO! 
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(b) a share of the corporation acquired by the tax- 
payer by reason of the default of a debtor shall be 
disregarded where it is reasonable to consider 
that the share is being retained for the purpose of 
minimizing any losses in respect of the debtor’s 
default; and E 


(c) a share of the corporation that is prescribed in 

respect of the taxpayer shall be disregarded. 
Related Provisions: 142.2(4) — Extended meaning of “related”. 
Regulations: 9003 (prescribed share for 142.2(3)(c)). 


(4) Extension of meaning of “related” — For 
the purposes of this subsection and subsections (2) 
and (3), a person or partnership shall be deemed to 
be related to a person or partnership where they 
would be related if, for the purpose of section 251, 


(a) every partnership and trust were considered to 
be a corporation; 


(b) subject to paragraph (c), all decisions relating 
to the conduct of a trust were made by majority 
vote of the beneficiaries of the trust, with each 
beneficiary having, at any time, a number of 
votes equal to the number determined by the 
formula 


100. x sg 
B 


where 


A is the fair market value at that time of the ben- 
eficiary’s beneficial interest in the trust, and 


Bis the total of all amounts each of which is the 
fair market value. at that time of a beneficial 
- interest in the trust; and 


(c) where the amount that would be determined 
for B in paragraph (b) in respect of a trust is nil, 
the trust were considered not to be controlled by 
any person, partnership or group each member of 
which is a person or partnership. 


(5) Significant interest — transition — For the 
purpose of the definition “mark-to-market property” 
in subsection (1), where 


(a) on October 31, 1994, a taxpayer whose 1994 
taxation year ends after October 30, 1994 held a 
share of a corporation in which the taxpayer did 
not have a significant interest at any time in the 
year, and 


(b) at any time after the end of the year and 
before May 1995, the taxpayer has a significant 
interest in the corporation, 


the taxpayer has a significant interest in the corpora- 
tion in the year and in any subsequent taxation year 
ending before the earliest time referred to in para- 
graph (b). 

Related Provisions: 142.2(2), (3) — Significant interest. 


History [s. 142.2]: S. 142.2 added by 1995, c. 21, s. 58, applicable 
to taxation years that end after February 22, 1994. 


Definitions [s. 142.2]: “corporation” — 248(1), Interpretation 
Act 35(1); “financial institution” — 142.2(1); “fiscal period” — 


S. 142.3(3) 


249(2)(b), 249.1; “income bond”, “income debenture”, “indexed”, 
“investment corporation” — 130(3)(a), 248(1); “investment 
dealer” — 142.2(1); “mortgage investment corporation” — 
130.1(6); 248(1); “mutual fund corporation” — 131(8), 248(1); 
“mutual fund trust” — 132(6), 248(1); “person”, “prescribed”, 
“property”, “registered securities dealer” — 248(1); “related” — 
142.2(4), 251(2); “share”, “shareholder” — 248(1); “significant in- 
terest” — 142.2(2), (3); “small business bond” — 15.2(3), 248(1); 
“small business development bond” — 15.1(3), 248(1); “specified 
debt obligation” — 142.2(1); “taxation year” — 249; “taxpayer” — 
248(1); “trust? — 104(1), 2481)... ; 


Income from Specified Debt. 
Obligations 


142.3 (1) Amounts to be included and de- 
ducted — Subject to subsections (3) and (4), where 
a taxpayer that is, in a taxation year, a financial insti- 
tution holds a specified debt obligation at any time in 
the year, 


(a) there shall be included in computing the in- 
come of the taxpayer for the year the amount, if 
any, prescribed in respect of the obligation; — 


(b) there shall be deducted in computing the in- 
come of the taxpayer for the year the amount, if 
any, prescribed in respect of the obligation; and 


(c) except as provided by this section, paragraphs 
12(1)(d) and (i) and 20(1)(1) and (p) and section 
142.4, no amount shall be included or deducted in 
respect of payments under the obligation (other 
than fees and similar amounts) in computing the 
income of the taxpayer for the year. 
Related Provisions: 87(2)(e.3) — Amalgamations — continuing 
corporation; 138(10)(a) — Application to insurance corporation; 
138(12)“gross investment revenue”E(a), 138(12)"gross investment 
revenue”G(b) — Gross investment revenue of insurer; 142.3(3) — 
Exception for certain obligations; 142.3(4) — Impaired specified 
debt obligations; 142.4(1)“tax basis”(b), (i) — Disposition of speci- 
fied debt obligation by financial institution; 142.4(9) — Disposition 
of part of obligation. . : 


Regulations: 9101 (prescribed amounts), 


(2) Failure to report accrued amounts — Sub- 
ject to subsection (3), where 


(a) a taxpayer holds a specified debt obligation at 
“any time in a particular taxation year in which the 
taxpayer is a financial institution, and — 


(b) all or part of an amount required by paragraph 
(1)(a) or subsection 12(3) to be included in re- 
spect of the obligation in computing the tax- 
payer’s income for a preceding taxation year was 
not so included, | 


that part of the amount shall be included in comput- 


_ ing the taxpayer’s income for the particular year, to 


the extent that it was not included in computing the 
taxpayer’s income for a preceding taxation year. 
Related Provisions: 142.3(3) — Exception for certain obliga- 
tions; 142.4(1)tax’ basis’ (b) — Disposition of specified debt obli- 
gation by financial institution. 


(3) Exception for certain obligations — Sub- 
sections (1) and (2) do not apply for a taxation year 
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in respect of a taxpayer’s specified debt obligation 
that is | 


(a) a mark-to-market property for the year; or 


(b) an indexed debt obligation, other than a pre- 
scribed obligation. 


(4) Impaired specified debt obligations — 
Subsection (1) does not apply to a taxpayer in re- 
spect of a specified debt obligation for the part of a 
taxation year throughout which the obligation is im- 
paired where an amount in respect of the obligation 
is deductible because of subparagraph 20(1)(1)(ii) in 
computing the taxpayer’s income for the year. 


History [s. 142.3]: The opening words of subsec.. 142.3(1) 
amended, subsec. 142.3(4) added, by 1998, c. 19, subsecs. 164(2), 
(5), applicable } 


(a) to taxation years that end after September 1997; and 


(b) to a taxpayer’s taxation years that ended after 1995 and 
before October 1997 where the taxpayer files an election in ac- 

. cordance with para. 81(11)(b) -of the said c, 19 (see under 
20(1)(1)). 


The opening words formerly read: 


(1) Subject to subsection (3), where: a taxpayer thatois, in a 
taxation year, a financial institution holds a specified.debt ob- 
ligation at any time in the year, 


The opening words of subsec. 142.3(1), para. 142.3(1)(c),.subsec. 
142,3(2) added, former subsec. (2) renumbered as (3) and amended, 
by 1998, c. 19, subsecs. 164(1), (3), (4), applicable to taxation years 
that end after February 22; 1994, except that the amendments do not 
apply to debt obligations disposed of before February 23, 1994. The 
opening words, para. (c), and subsec.:.142,3(2) formerly read: 


(1) Subject to subsection (2), where a taxpayer that is, in a 
taxation year, a financial institution holds a specified debt ob- 
ligation at any time in the year, 


(c) except as provided by this subsection, paragraphs 
12(1)(d) and (i) and 20(1)(1) and (p) and section 142.4, 
no amount shall be included or deducted in respect of 
payments under the obligation (other than fees and simi- 
lar amounts) in computing the income of the taxpayer for 
the year. 


(2) Exception for certain. obligations — Subsection (1) 
does not apply for a taxation year in respect of a specified 
debt obligation of a taxpayer that is 


(a) a mark-to-market property for the year; or 


(b) an indexed. debt obligation, other than a prescribed 
obligation. 


S. 142.3 added by 1995, c. 21, s, 58, applicable. to taxation years 
that end after February 22, 1994, except that it not apply to debt 
obligations disposed of before February 23, 1994. 


Definitions [s. 142.3]: “amount” — 248(1); “financial institu- 
tion”, “investment dealer”, “mark-to-market property” — 142.2(1); 
“prescribed” — 248(1); “specified debt obligation” — 142.2(1); 
“taxation year’ — 249; “taxpayer” — 248(1). 


Disposition of Specified Debt 
Obligations 


142.4 (1) Definitions — In this section, 
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“tax basis” of a specified debt obligation at any time 
to a taxpayer means the amount; if any, by which the 
total of all amounts each of which is | 


(a) the cost of the obligation to the taxpayer, 


(b) an amount included under subsection 12(3) or 
16(2) or (3), paragraph 142.3(1)(a) or subsection 
142.3(2) in respect of the obligation in computing 
the taxpayer’s income for a taxation year that be- 
gan before that time, 


(c) subject. to subsection 138(13), where the. tax- 
payer acquired the obligation in a taxation year 
ending before February 23, 1994, the part of the 
amount, if any, by which alt 


(i) the principal amount of the obligation: at 
the time it was acquired ) 


exceeds 
(ii) the cost to the taxpayer of the obligation 


that was included in computing the taxpayer’s in- 
come for a taxation ‘year ending before February 
23,61 994 ptr ; 


(d) subject to subsection 138(13), where the tax- 
payer is a life insurer, an amount in respect of the 
obligation that was deemed by paragraph 
142(3)(a) of the Income Tax Act, chapter 148 of 
the Revised Statutes of Canada, 1952, as it read 
in its application to the 1977 taxation-year, to be 
a gain for a taxation year ending before 1978, 


(e€) where the obligation is an indexed debt obli- 
gation, an amount determined under subpara- 
graph 16(6)(a)(i) in respect of the obligation and 
included in computing the income of the taxpayer 
for a taxation year beginning before that time, 


(f) an amount in respect of the obligation that was 
included in computing the taxpayer’s income for 
a taxation year ending at or before that time in 
respect of changes in the value of the obligation 
attributable tothe fluctuation in the value of a 
currency of a country other than Canada relative 
to Canadian currency, other. than an amount in- 
cluded under paragraph 142.3(1)(a), 


(g)\an amount in respect of the obligation that 
‘was included under paragraph 12(1)G) in comput- 

ing the taxpayer’s income for a taxation year be- 

ginning before that time, or | 


(h) where the obligation was a capital property of 
the taxpayer on February 22, 1994, an amount re- 
quired by paragraph 53(1)(f) or (f.1) tobe added 
in computing the adjusted cost base of the obliga- 
tion to the taxpayer on that day * . 


exceeds the total of all amounts each of which is 


(i). am amount deducted under paragraph 
142.3(1)(b) in respect of the obligation in com- 
puting the taxpayer’s income for a taxation year 
beginning before that time, rent 
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(j) the amount of a payment received by the tax- 
payer under the obligation at or before that time, 
other than | 


(i) a fee or similar payment, and 
(ii) proceeds of disposition of the obligation, 


(k) subject to subsection 138(13), where the tax- 
payer acquired the obligation in a taxation year 
ending before February 23, 1994, the part of the 
amount, if any, by which 


(i) the cost to the taxpayer of the a a eas 
exceeds 


(ii) the principal amount of the si Pe at 
the time it was acquired 


that was deducted in computing the taxpayer’s in- 
come for a taxation year ending before February 
23, 1994, 


) subject to subsection 138(13), where the tax- 
payer is a life insurer, an amount in respect of the 
obligation that was deemed by paragraph 
-142(3)(b) of the Income Tax Act, chapter 148 of 
the Revised Statutes of Canada, 1952, as it read 
in its application to the 1977. taxation year, to be 
a loss for a taxation year ending before 1978, 


(m) an amount that was deducted under subsec- 
tion 20(14) in respect of the obligation in com- 
puting the taxpayer’s income for a,taxation year 
beginning before that time, 


(n) where the obligation is an indexed debt obli- 

ation, an amount determined under subpara- 
graph 16(6)(a)(ii) in respect of the obligation and 
deducted in computing the income of the tax- 
payer for a taxation year Sect before that 
time, 


(0) an amount in respect of the obligation that 
was deducted in computing the taxpayer’s in- 
come for a taxation year ending at or before that 
time in respect of changes in the value of the ob- 
ligation attributable to the fluctuation in the value 
of a currency of a country other than Canada rela- 
tive to Canadian currency, other than an amount 
deducted under paragraph 142.3(1)(b), _ 


(p) an amount in respect of the obligation that 
was deducted under paragraph 20(1)(p) in com- 
puting the taxpayer’s income for a taxation year 
ending at or before that time, or 


(q) where the obligation was a capital property of 
the taxpayer on February 22, 1994, an amount re- 


quired by paragraph 53(2)(b.2) or (g) to be de-— 


ducted in computing the adjusted cost base of the 
obligation to the taxpayer on that day; 
Related Provisions: 138(13) — Variation in tax basis of certain 
insurers; 248(1)“cost amount”(d.2) — Cost amount of specified 
debt obligation is tax basis. 
History: Paras. (b) and (j) of the definition “tax basis” in subsec. 
142.4(1) amended by 1998, c. 19, subsecs. 165(1), (2), applicable to 


S. 142.4(4)(a) 


taxation years that end after ha tiger 22, 1994, Paras. (b) and (j) 
formerly. read: 


»(b).an. amount included under subsection 12(3) or 16(2) or @) 
or paragraph 142.3(1)(a) in respect of the obligation in com- 
puting the taxpayer’s income for a taxation year beginning 
before that time, 


(j) the amount of a payment (other than proceeds of disposi- 
tion of the obligation) received by the taxpayer under the ob- 
ligation at or before that time in respect of an amount in- 
cluded by any of paragraphs (a) to (f) in determining the tax 
basis of the obligation to the taxpayer at that time, 


Subsec. 142. 4(1)“tax basis” added by 1995, c. 21, s. 58, applicable 
to taxation years that end after February 2% 1994, 


“transition amount” of a taxpayer in respect of the 
disposition of a specified debt ‘obligation has the 
meaning assigned by regulation. 


Related Provisions: 142.4(7)A — Current amount based on tran- 
sition amount. 


Regulations: 9201 (transition amount). 


(2) Scope of section — This section applies to the 
disposition of a specified debt obligation by a tax- 
payer that is a financial institution, except that this 
section does not apply to the disposition of a speci- 
fied, debt obligation that is:a mark-to-market prop- 
erty for, the taxation Hea in which the subbpsition 
occurs. | | | 

Related Provisions: 87(2)(e.3) — Amalgamations — continuing 
corporation; 138(10)(b) — Application to insurance,.corporation; 
142.3(1)(c) — Amount deductible in respect of specified debt obli- 
gation; 142.4(9) — Disposition of part of obligation, 


(3) Rules applicable to disposition — Where a 
taxpayer has disposed of a specified debt apheahon 
after February 22, 1994, 


(a) except as provided by ery dirs L(A) or 
this section, no amount shall be included or de- 
ducted in respect of the disposition in computing 
‘the taxpayer’s income; and : 

(b), except where the obligation i: is an indexed. debt 
obligation (other than a prescribed, obligation), 
paragraph 20(14)(a) shall not apply in respect of 
the disposition. 


Related Provisions: 142.4(2) — Scope of section. 


History: Para. 142.4(3)(a) amended by 1998, c. 19, subsec. 165(3), 
applicable to taxation years that end after February 22, 1994. Para. 
142.4(3)(a) formerly read: 
(a) except as provided by this section, no amount shall be in- 
cluded or deducted in respect of the disposition in computing 
the income of the taxpayer; and 


Subsec. 142.4(3) added by 1995, c. 21, s. 58, applicable to taxation 
years that end after February 22, 1994. 


(4) Inclusions and deductions re disposi- 
tion — Subject to subsection (5), where after 1994 a 
taxpayer disposes of a specified debt obligation in a 
taxation year, 


(a) where the transition amount in respect of the 
disposition of the obligation is positive, it shall be 
included in computing the income of the taxpayer 
for the year; 
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(b) where the transition amount in respect of the 
disposition of the obligation is negative, the abso- 
lute value of the transition amount shall be de- 
ducted in computing the income of the taxpayer 
for the year; 


(c) where the taxpayer has a gain from the dispo- 
sition of the obligation, 


(i). the current,amount of the gain shall be in- 
cluded in computing the income of the tax- 
payer for the year, and 


(ii) there shall be included in computing the 
taxpayer’s income for taxation years that end 
on or after the day of disposition the amount 
allocated, in accordance with prescribed rules, 
to the year in respect of the residual portion of 
the gain; and | 


(d) where the taxpayer has a loss from the dispo- 
sition of the obligation, 


(i) the current amount of the loss shall be de- 
ducted in computing. the’ taxpayer’s income 
for the year, and 


(ii) there shall be deducted in computing the 
taxpayer’s income for taxation years that end 
on or after the day of disposition the amount 
allocated, in accordance with prescribed rules, 
to the year in respect of the residual portion of 
the loss. 


Related Provisions: 39(1)(a)(ii.2) — No capital gain on disposi- 
tion; 87(2)(g.2) — Amalgamations — continuing corporation; 
142.4(2) — Scope of section; 142.4(5) —— Where subsec. (4) does 
not apply; 142.4(7) — Current amount; 142.4(8) — Residual: por- 
tion; 142.49) — Disposition of part “of obligation; 142.4(11) = 
Payments received on or after disposition; Reg. 2405(3)“gross Ca- 
nadian life investment income’(d.1), (i:1) — Inclusion in/deduction 
from: life insurer’s income; Reg. 2411(4.1) — Inclusion in insurer’s 
net investment revenue. 


History: Subsec. 142.4(4) amended by. 1998, c, 19, subsec. 165(4), 
applicable to taxation years that end after February 22, 1994, Sub- 
sec. 142.4(4) formerly read: 


(4) Inclusions and deductions re disposition — Subject to 
subsection (5), where after 1994 a taxpayer has, in a taxation 
year, disposed of a specified debt obligation, 


(a) where the current amount in respect of the disposition 
of the obligation is positive, it shall be included in com- 
puting the income of the taxpayer for the year; 


(b) where the current amount.in respect of the disposition 
of the obligation is negative, it shall be, deducted in com- 
puting the income of the taxpayer for the year; 


(c) where the taxpayer has a gain from the disposition of 
the obligation, there shall be included in computing the 
taxpayer’s income for taxation years that end on or after 
the day of disposition the amount allocated, in accor- 
dance with prescribed rules, to the year in respect of the ~ 
residual portion of the gain; and 


(d) where the taxpayer has a)loss from the disposition of 
the obligation, there shall be deducted in computing the. 
taxpayer’s income for taxation years that end on or after 
the day of disposition the amount allocated, in accor- 
dance with prescribed:tules, to the year in respect of the 
residual portion of the loss. 


Subsec. 142.4(4) added by 1995; c, 21, 8. 58; applicable to taxation 
years that end after February 22, 1994. 
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Regulations: 9203, 9204 (prescribed rules — residual portion), 


(5) Gain or loss not amortized — Where after 
February 22, 1994 a taxpayer disposes of a specified 
debt obligation in a taxation year, and 


(a) the obligation is 


(i) an indexed debt obligation (other than a 
prescribed obligation), or 


(ii) a debt obligation prescribed in respect of 
the taxpayer, 


. (b) the disposition occurred 
(1) before 1995, 


(ii) after 1994 in connection with the transfer 
of all or part of a business of the taxpayer to a 
person or partnership, or 


(ili) because of paragraph 142.6(1)(c), or 


(c) in the case of a taxpayer other than a life in- 
surance corporation, 


(i) the disposition occurred before 1996, and 
(ii) the taxpayer elects in writing, filed with 
the Minister before July 1997, to have this 
paragraph apply, 

the following rules’ apply: 


(d) subsection (4) does 
disposition, 
(e) there shall be included in computing the tax- 
payer’s income for'the year the amount, if any, 
by which the taxpayer’s proceeds of disposition 
exceed the tax basis, of the obligation to the tax- 
payer immediately before the disposition, and 


(f) there shall be deducted in computing the tax- 

payer’s income for the year the amount, if any, 

by which the tax basis of the obligation to the 

taxpayer immediately before the disposition ex- 

ceeds the taxpayer’s proceeds of disposition. 
Related Provisions: 39(1)(a)(ii.2) — No capital, gainon disposi- 
tion; 142.4(2) — Scope of section; Reg. 2411(4)A(c.1), 
2411(4)B(a.1) — Inclusion in insurer’s net investment revenue. 
History: Subsec. 142.4(5) amended by 1998, c. 19, subsec. 165(4), 
applicable to taxation years that end after February 22, 1994. Sub- 
sec. 142.4(5) formerly read: 


(5) Gain or loss not amortized — Where a taxpayer has, in 
a taxation year and after February 22, 1994, disposed of a 
specified debt obligation, and either : 


not apply to the 


(a) the obligation is 


(i) an indexed debt obligation (other than’ 4 pre- 
scribed obligation), or t® osiD 


(i) a debt obligation prescribed in respect of the tax- 
payer, or 


(b) the disposition occurred 
(1) before 1995, 


(ii) after 1994 in connection with the transfer of all 
or part of a business of the taxpayer to a person or 
partnership, or 


(ili) because of paragraph 142.6(1)(c), 
the following rules apply: | 
(c) subsection (4) does not apply ‘to the disposition, 
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(d) where the taxpayer has:a gain from the disposition of 
the obligation, the gain shall be included in computing 
the income of the taxpayer for the year, and 


(e) where the taxpayer has a loss from the disposition of 
the obligation, the loss shall be deducted in computing 
the income of the taxpayer for the year. 


Subsec. 142.4(5) added by 1995, c. 21, s. 58, applicable to taxation 
years that end after February 22, 1994. © 


Regulations: 9202(2), (4), (5) (debt Wier ull goa for 
142.:2(5)(a)(i1)): 


(6) Gain or loss from disposition of obliga- 
tion — For the purposes of this section, 


(a) where the amount determined under para- 
graph (c) in respect of the disposition of a speci- 
fied debt obligation by a taxpayer is positive, that 
amount is the taxpayer’s gain from the disposi- 
tion of the obligation; 


(b) where the amount’ determined under para- 
graph (c) in respect of the disposition of a speci- 
fied debt obligation by a taxpayer is negative, the 
absolute value of that amount is the taxpayer’s 
loss from: the disposition of the obligation; and 


(c) the amount determined under this paragraph 
in respect of the disposition of a specified debt 
obligation by a taxpayer is the positive or nega- 
tive amount determined by the formula 


A-(B+€) 

where 

A is the taxpayer’s proceeds of disposition, 

B_is the tax basis of the obligation to the tax- 
payer immediately before the time of disposi- 
tion, and , 

C is the taxpayer’s transition amount. in respect 
of the disposition. 


Related Provisions: 257 — Formula cannot calculate to less than 
zero. 


History: Pagal 142.4(6)(b) and the description of C in para. 
142.4(6)(c) amended by 1998, c. 19, subsec. 165(5), (6), applicable 
to taxation years that end after February 22, 1994. Para. 142.4(6)(b) 
and the description of C formerly read?" 


(b) where the amount determined under paragraph (c) in re- 
spect of the disposition of a specified debt obligation by a 
taxpayer is negative, that amount is. the taxpayer’s loss from 
the disposition of the obligation; and 
G18 
(i) where subsection (4) applies to the disposition, 
_ the taxpayer’s transition amount in respect of the dis- 
position, and 


(ii) in any other case, nil. 


Subsec. 142.4(6).added by 1995, c. 21, s. 58,-applicable to taxation ~ 


years that end after February 22, 1994. 


(7) Current amount — For the purposes. of sub- 
sections.(4) and (8),,the current amount of a tax- 
payer’s gain or loss from the disposition of a speci; 
fied debt obligation 1s 


(a) where the taxpayer has a gain from the dispo- 
sition of the obligation, the part, if any, of the 


S. 142.4(9) 


gain that is reasonably attributable to a material 
increase in the probability; or» perceived 
probability, that the debtor will. make. .all.pay- 
ments as required by the obligation; and. . 


(b) where the taxpayer has a loss from the dispo- 
sition of the obligation, the amount that the tax- 
payer claims not exceeding the part, if any, of the 
loss that.is reasonably attributable to a default by 
the debtor. or a. material. decrease. in. the 
probability, or perceived probability, that the 
debtor will make all payments as required by the 
obligation. 

History: Subsec. 142.4(7) amended by 1998; c. 19, subsec. 165(7); 


applicable to taxation years that end after February 22, 1994. Sub- 
sec. 142.4(7) formerly read: 


(7) Current amount — For the purpose of Sobeection (4), the 
current amount in respect of the disposition of a specified 
debt obligation by a taxpayer is the positive or mare 
amount determined by. the formula — 


A+B 
where 


A is the taxpayer’s transition amount in respect of the dis- 
position, and 
Bis 

(a) where the taxpayer has a.gain from the disposi-. 

- tion of the obligation, the part, if any, of the gain that. 
is reasonably attributable to a material increase in the © 
probability, or perceived probability, that the debtor 
will make all oO as required by the obligation, 

vand : 

(b) where the taxpayer has a loss from the disposition - 
of the obligation, the negative amount that the tax- 
payer claims not exceeding in magnitude the part, if 
any, of the loss that is reasonably attributable to a 
default by the debtor or a material decrease in the 
probability, or perceived probability, that the debtor 
will make all payments as required by the obligation. 


Subsec. 142.4(7).added by 1995, c.21, s.'58, applicable to taxation 
years that end after February 22, 1994. 


(8) Residual portion of gain or loss — For the 
purpose of subsection (4), the residual portion of a 
taxpayer’s gain or loss from the disposition of .a 
specified debt obligation is the amount, if any, by 
which the gain or loss ines the RebereAt amount of 
the gain or loss. 


Related Provisions: 142,4(7) — Current amount. 


History: Subsec. 142.4(8) amended by 1998, c. 19, subsec. 165(7), 
applicable to taxation years that end after February 22, 1994. Sub- 
sec. 142.4(8) formerly read: 


(8) Residual portion of gain or loss For the purpose of 
subsection (4), where a taxpayer has a gain or loss from the 
disposition of a specified debt obligation, the residual portion 
of the gain or loss is the part of the gain or loss that is not 
included in determining the amount B in the formula in sub- 
section (7) in respect of the disposition. 


Subsec. 142.4(8) added by 1995, c. 21, s. 58, applicable to taxation 
years that end after February 22, 1994. 


(9) Disposition of part of obligation — Where a 
taxpayer disposes of part of a specified debt obliga- 
tion, section 142.3 and this section apply as if the 


1243 


S.142.4(9) 


part disposed of and the part retained were: separate 
specified debt obligations. 


Related Provisions: 248(27) — Partial forgiveness of debt obli- 
gation — effect on debtor. : 


History: Subsec. 142.4(9) amended by 1998, c. 19, subsec. 165(7), 
applicable to taxation years that end after February 22, 1994. Sub- 
sec. 142.4(9) formerly read: RE: 8a 
(9) Disposition of part of obligation — Where a taxpayer 
disposed of part-of a specified debt obligation; this section 
and any regulations made for the purpose of this section ap- 
ply as ifthe part.disposed of and the part retained were sepa- 
rate specified debt obligations. ’ 


Subsec. 142.4(9) added by 1995, c. 21, s. 58, applicable to taxation 
years that end after February 22, 1994. 


(10) Penalties and bonuses — Notwithstanding 
subsection 18(9.1), where a taxpayer that holds a 
specified debt obligation receives a penalty or bonus 
because of the repayment before maturity of all or 
part of the principal amount of the debt obligation, 
the payment is deemed to be received by the tax- 
payer as proceeds of disposition of the specified debt 
obligation... 


History: Subsec. 142.4(10) added by 1998, c: 19, subsec. 165(7), 
applicable to taxation years that end after February 22, 1994: 


(11) Payments received on or after disposi- 
tion — For the purposes of this section, where at 
any time a taxpayer receives a payment (other than 
proceeds of disposition) under a specified debt obli- 
gation on or after the disposition of the obligation, 
the payment is deemed not to:have been so received 
at that time but to have been so received immedi- 
ately before the disposition: 

History [subsec. 142.4(11)]: Subsec. 142.4(11) added by 1998, 


c. 19, subsec.,165(7), applicable to taxation years that end after Feb- 
ruary 22, 1994. 


History [s. 142.4]: S. 142.4 added by 1995, c.. 21, s. 58, applicable 
to taxation years that end after February 22; 1994. 


Definitions [s. 142.4]: “adjusted cost base” — 54, 248(1); 
“amount” — 248(1); “capital: property” — 54, 248(1); “current 
amount” — 142.4(7); “financial institution” — 142.2(1); “indexed 
debt obligation” — 248(1); “investment dealer” — 142.2(1); “life 
insurance. corporation”, “life: insurer” — 248(1); “mark-to-market 
property” — 142:2(1);. “Minister” —248(1); “person”, “‘pre- 
scribed”, “principal amount”, “regulation” — 248(1); “residual por- 
tion” — 142.4(8); “specified debt obligation” — 142.2(1); “tax ba- 
sis” — 142.4(1); “taxation year” —249: “taxpayer” —248(1); 
“transition. amount” — 142.4(1); “writing” — Interpretation Act 
35(1). 


Mark-to-Market Properties 


142.5 (1) Income treatment for profits and 
losses — Where, in a taxation year that begins af- 
ter October 1994, a taxpayer that is’ a financial insti- 
tution in the year disposes of a property that is a 
mark-to-market property for the year; 


(a) there shall be included in computing the tax- 
payer’s income for the year the profit, if any, 
from the disposition; and 
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(b) there shall be deducted in computing the tax- 
payer’s income for the year the loss, if any, from 
the disposition. } 
Related Provisions: 39(1)(a)(ii.2) — No capital gain on disposi- 
tion; 138(10)(a)— Application to insurance corporation; 
142.5(2) — Deemed disposition at year-end. 


(2) Mark-to-market requirement — Where a tax- 
payer that is a financial institution in a taxation year 
holds, at the end of the year, a mark-to-market prop- 
erty. for the year, the taxpayer shall be deemed 


(a) to have disposed of the property immediately 
before the end of the year for proceeds equal to 
its fair market value at the time of disposition, 
ands. ais ous 


(b) to have reacquired.the property at the end of 

the year at a cost equal to those proceeds. 
Related Provisions: 54‘superficial loss”(c) — Superficial. loss 
rule does not apply; 88(1)G) — Windup of subsidiary into parent; 
112(5.6)(a)(i) — Stop-loss rules inapplicable; 138(10)(a) — Appli- 
cation to insurance corporation; 138(11.31)(a) — Change in use 
rules for insurer do not apply; 142.5(4)-(9) — Transitional rules; 
142.6(2) — Acquisition date under 142.5(2) to’ be ignored ; 
142.6(8)—-(10) — Transitional election re year that includes Febru- 
ary 22, 1994; Reg. 2405(5) — 142.5(2) to be ignored for definitions 
in Reg. 2405(3). 


(3) Mark-to-market debt obligation — Where a 
taxpayer is a financial institution in a particular taxa- 
tion year that begins after October 1994, the follow- 
ing rules apply with respect to a specified debt obli- 
gation that is a, mark-to-market property of. the 
taxpayer for the particular year: ; 


(a) paragraph 12(1)(c) and subsections 12(3) and 
20(14) and (21) do not apply to the obligation in 
computing the taxpayer’s income for the particu- 
lar year; . . 
(b) there shall be included in computing the tax- 
payer’s income for the particular year an amount 
received by the taxpayer in the particular year as, 
on account of, in lieu of payment of, or in satis- 
. faction of, interest on the obligation, to the extent 
that the interest was not included in computing 
the taxpayer’s income for a preceding taxation 
year;, and 


(c) for the purpose of paragraph (b), where the 
taxpayer was deemed by subsection (2) or para- 
graph 142.6(1)(b) to have disposed of the obliga- 
tion in a preceding taxation year, no part of an 
amount included in computing the income of the 
taxpayer for that preceding year because of the 
disposition shall be considered to be in respect of 
interest on the obligation. 


Related Provisions: 138(10)(a) — Application to insurance 
corporation. 


(4) Transition — deduction re non-capital 
amounts — There’ may be deducted in computing 
the income of a taxpayer for the taxpayer’s taxation 
year that includes October 31, 1994 such amount as 
the taxpayerclaims: not exceeding’ a prescribed 
amount in respect of properties (other than capital 
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properties) disposed of by the taxpayer because of 
subsection (2). 


Related Provisions: 138(11.5)(k) — Transfer of business by 
non-resident insurer; 142.5(5) — Inclusion re non-capital amounts. 


Regulations: 8102(2) (prescribed amount). 


(5) Transition — inclusion. re non-capital 
amounts — Where an amount. is deducted under 
subsection (4) in. computing a taxpayer’s income, 
there shall be included, in computing the taxpayer’s 
income for each taxation year that begins .before 
1999 and ends after October 30, 1994, the total of all 
amounts prescribed for the year. 

Related Provisions: 87(2)(g.2) — ‘Ammaleanianons — continuing 
corporation; 138(11. .5)(k) — Transfer of business by non-resident 


insurer; Reg. 2402(a.1)A — ee in income from pare 
life insurance business. 


Regulations: 8103 US amount). 


(6) Transition — deduction re net capital 
gains — Such amount as a taxpayer elects; not ex- 
ceeding a prescribed ‘amount in’ respect of capital 
properties disposed of by the taxpayer because of 
subsection (2), is deemed to be an allowable capital 
loss of the taxpayer for its taxation year that includes 
October 31, 1994 from the disposition of property 
(or, where the taxpayer is non-resident throughout 
the year, from the disposition of taxable Canadian 
property). is 
Related Provisions: 138(11.5)(k)— Transfer of business by 
non-resident insurer; 142.5(7) — Inclusion re net capital gains, 


Regulations: 8104(2) (prescribed amount). 


(7) Transition — inclusion re net capital 
gains — A taxpayer that elects an amount under 
subsection (6) is deemed, for each, taxation year that 
begins before 1999 and ends after October 30, 1994, 
to have a taxable capital gain for the year from the 
disposition of property (or, where the taxpayer is 
non-resident throughout the year, from the disposi- 
tion of taxable Canadian property) equal to the total 
of all amounts prescribed for the year. 

Related Provisions: 87(2)(g.2) — Amalgamations — continuing 
corporation; 138(11.5)(k) — Transfer of business by non-resident 
insurer; Reg. -2402(a.1)B — Inclusion in income from participating 
life insurance. business. 


Regulations: 8105(2): (prescribed aaebnie 


(8) First deemed disposition of debt obliga- 
tion — Where 


(a) ina particular taxation year that ends atieh 
October 30, 1994, a taxpayer disposed of a speci- 
fied debt obligation that is.a mark-to-market 
property of the taxpayer for the following taxa- 
tion year, and 


| (b) either 


(i) the disposition occurred because of subsec- 
tion (2) and the particular year includes Octo- 
ber 31, 1994, or 


(ii) the disposition occurred because of para- 
graph 142.6(1)(b), 


S. 142.5(9)(f) 


_ the following rules apply: 


“(c) subsection 20(21) does not appayrth to the dispo- 
sition, and 


(d) where 


(i) an amount has been deducted under para- 
graph 20(1)(p) in. respect of the obligation in 
computing the taxpayer’s income for the par- 
ticular year or a preceding taxation year, and 
(ii) section 12.4 does not apply to the 
disposition, 

there shall be included in computing the tax- 

payer’s income for the particular year the 

amount, if any, by which 


(iii) the total of all amounts referred to in sub- 
paragraph (i) 
exceeds 


(iv) the total of all amounts included under 
paragraph 12(1)@) in respect of the obligation 
in computing. the taxpayer’s income for the 
particular year or a preceding taxation year. 


(9) Transition — property acquired on roi- 
lover — Where 


(a) a taxpayer ‘acquired a property before October 
31, 1994 at a cost less than the fair market, value 
of the property at the time of acquisition, 


(b) the property was transferred, directly or indi- 
rectly, to the taxpayer by a person that would 
never have been a financial institution before ae 
transfer if the definition “financial institution” 
subsection 142.2(1) had always applied, 


_ (c) the cost.is.less than the fair market value be- 
cause subsection 85(1) applied in.respect. of the 
disposition of the property by the person, and 


(d) subsection (2) deemed the taxpayer-to have 
disposed of the property in its particular taxation 
year.that includes October 31,1994, 


the following rules apply: 


(e) where the taxpayer would, but for this para- 
graph, have a taxable capital gain for the particu- 
lar year from the disposition of the property, the 
part of the taxable capital gain that can reasona- 
bly be considered to have arisen while the prop- 
erty was held by a person described in paragraph 
(b) shall be deemed to be a taxable capital gain of 
the taxpayer from the disposition of the property 
for the taxation year in which the taxpayer dis- 
poses of the property otherwise than because of 
subsection (2), and not to be a taxable capital 
gain for the particular year, and 


(f) where the taxpayer has a profit (other than a 
capital gain) from the disposition of the property, 
the part of the profit that can reasonably be con- 
sidered to have arisen while the property was 
held by a person described in paragraph (b) shall 
be included in computing the taxpayer’s income 
for the taxation year in which the taxpayer dis- 
poses of the property otherwise than because of 
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subsection (2), and shall not be included in com- 
puting the taxpayer’s income for the particular 
year. 

History [s. 142.5]: Subsecs. 142.5(5), (6) and (7) amended by 


1998, c. 19, s. 166, applicable to taxation years that end after Octo- 
ber 30, 1994. Subsecs. 142:5(5), (6) and (7) formerly read: 


(5) Transition — inclusion: re non-capital amounts — 
Where ‘a taxpayer deducts’ an amount under subsection (4), 
there shall be included in computing the taxpayer's income 
for each taxation year that begins before 1999 and ends after 
October 30, 1994, the prescribed portion for the year of the 
amount so deducted. 


(6) Transition — deduction re net capital gains — Such 
amount as a taxpayer elects, not exceeding a prescribed 
amount in respect of capital’ properties disposed of by the tax- 
payer because of subsection (2), shall be deemed to be an al- 
lowable capital loss of the taxpayer for its taxation year that 
includes October 31, 1994 from the disposition of property. 


(7) Transition — inclusion re net capital gains — Where a 
taxpayer elects an amount under subsection (6), the taxpayer 
shall be deemed, for each taxation year that begins before 
1999 and ends after October 30, 1994, to have a taxable capi- 
tal gain for the year from the disposition of property equal to 
the prescribed portion for the year of!the amount so elected. 


S. 142.5 added..by 1995, c..21, s..58, applicable to taxation years 
that end after October 30; 1994. ie 

Definitions [s. 142.5]: “allowable capital loss” — 38(b), 248(1); 
“amount” — 248(1);. “capital gain” — 39(1)(a), 248(1); “capital 
property” — 54, 248(1); “financial institution”, “mark-to-market 
property” — 142.2(1); “non-resident”, “prescribed”, “property” — 
248(1); “specified debt obligation’ — 142.2(1); “taxable Canadian 
property” — 115(1)(b), 248(1); “taxable capital gain” — 38(a), 
248(1); “taxation year” — 249; “taxpayer” — 248(1). 


Additional Rules 


142.6 (1) Becoming or ceasing to be a 
financial institution — Where, at a particular time 
after February 22, 1994, a taxpayer becomes or 
ceases to be a financial institution, 


(a) where a taxation year of the taxpayer would 
not, but for this paragraph, end immediately 
before the particular time, CHEN 


(i) the taxation year of the taxpayer that would 
otherwise have included the particular time 
shall be deemed to have ended immediately 
before that time and a new taxation year of the 
taxpayer shall be deemed to have begun at 
that time, and 


(it) for the purpose of determining the tax- 
payer's fiscal period after the particular time, 
the taxpayer shall be deemed not to have es- 
tablished a fiscal period before that time: 


(b) where the taxpayer becomes a financial insti- 
tution, the taxpayer shall be deemed to have dis- 
posed, immediately before the end of its taxation 
year that ends immediately before the particular 
time, of each property held by the taxpayer that is 


(i) a specified debt obligation (other than a 
mark-to-market property for the year), or 


(ii) where the year ends after October 30, 
1994, a mark-to-market property for the year 
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for proceeds equal to its fair market value at the 
time of disposition; 

(c) where the taxpayer ceases to be a financial in- 
stitution, the’ taxpayer shall be deemed to have 
disposed, immediately before the end of its taxa- 
tion year that ends immediately before the partic- 
ular time, of each property held by the taxpayer 
that is a specified debt obligation (other than a 
mark-to-market property of the’ taxpayer for the 
year), for proceeds equal to its fair market value 
at the time of disposition; and 


(d) the taxpayer shall be deemed to have reac- 
quired, at the end of the taxation year referred to 
in paragraph (b) or (c), each property deemed by 
that paragraph to have been disposed of by. the 
taxpayer, at a cost equal to the proceeds of dispo- 
sition of the property. | 
Related Provisions: 54“superficial loss”(c) — Superficial loss 
rule does not apply to disposition under 142.6(1)(b); 87(2)(g.2) — 
Application of rule to predecessors corporation ‘on amalgamation; 
112(5.6)(a)Gi) — Stop-loss rules inapplicable; 142.4(5)(b)(iii) — 
Gain or loss not amortized; 142.5(8)(b)(ii) — First deemed disposi- 
tion of debt obligation; 142.6(2) — Acquisition date under 142.6(1) 
to be ignored. 


(2) Deemed disposition not applicable — For. 
the purposes of this Act, the determination of when a 
taxpayer acquired a share shall be made without re- 
gard to a disposition or acquisition that occurred be 
cause of subsection (1) or 142.5(2)... 


(3) Property not inventory — Where a taxpayer 
is a financial institution in a taxation year, inventory 
of the taxpayer in the year does not include property 
that is 


(a) a specified debt obligation (other than a mark- 
to-market property for the year); or 


(b) where the year begins after October 1994, a 
mark-to-market property for the year. 
Related Provisions: 66.3(1)(a)(ii) — Rule in 142.6(3) overrides 
tule for certain exploration and development shares; 142.6(4) — 
Property that was inventory before introduction of new rules. 


(4) Property that ceases to be inventory — 
Where a taxpayer that was a financial institution in 
its particular taxation year that includes February 23, 
1994 held, on that day, a specified debt obligation 
(other than a mark-to-market property for the year) 
that was inventory of the taxpayer at the end of its 
preceding taxation year, 


(a) the taxpayer shall be deemed to have disposed 
of the property at the beginning of the particular 
year for proceeds equal to 


(i) where subparagraph (ii) does not apply, the 
amount at which the property was valued at 
the end of the preceding taxation year for the 
purpose of computing the taxpayer’s income 
for the year, and 

(ii) where the taxpayer is a bank and the prop- 
erty is prescribed property for the particular 
year, the cost of the property to the taxpayer 
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(determined. without reference to paragraph 
. (b)); 7 | 


(b) for the purpose of determining the taxpayer’s 
profit or loss from the disposition, the cost of the 
property to the taxpayer shall be deemed to be the 
amount referred to in subparagraph (a)(i); and 


(c) the taxpayer shall be deemed to have reac- 
quired the property, immediately after the begin- 
ning of the particular year, at a cost equal to the 
proceeds of disposition of the property. 3 


(5) Debt obligations acquired in rollover 
transactions — Where, 


(a) on February 23, 1994, a financial institution 
that is a corporation held a specified debt obliga- 
tion (other than a mark-to-market property for the 
taxation year that includes that day) that was at 
any particular time before that day held by an- 
other corporation, and 


(b) between the particular time and February 23, 
1994, the only transactions affecting the owner- 
ship of the property were rollover transactions, 


the financial institution shall be deemed, in respect 
of that obligation, to be the same corporation as, and 
a continuation of, the other corporation. » 


Related Provisions: 87(2)(e), (e.2) — Rule overrides normal 
rules on amalgamation; 87(2)(e.3) — Continuity of corporation on 
amalgamation; 138(11.5)(k.1) — Continuity of corporation on rol- 
lover of insurance business by non-resident; 142.6(6) — Rollover 
transaction. 


(6) Definition of “rollover transaction” — For 
the purpose of subsection (5), “rollover. transaction” 
means a transaction to which subsection 87(2), 88(1) 
or 138(11.5) or (11.94) applies, other than a transac- 
tion to which paragraph 138(11.5)(e). requires the 
provisions of subsection 85(1) to be applied. 


(7) Superficial loss rule not applicable — Sub- 


section 18(13) does not apply to the disposition of a 


property by a taxpayer after October 30, 1994 where 


(a) the taxpayer is a financial institution when the 
disposition occurs and the property is a specified 
debt obligation ora mark-to-market property for 
the taxation year in which the disposition occurs, 
or 


(b) the disposition occurs because of paragraph 


(1)(b). 


(8) Accrued capital gains and losses elec- | 


tion — Where a taxpayer that is a financial institu- 
tion in its first taxation year that ends after February 
22, 1994 so elects by notifying the Minister in writ- 
ing before July 1998 or within 90 days after the day 
on which a notice of assessment of tax payable under 
this Part for the year, notification that no tax is paya- 
ble under this Part for the year or notification that an 
election made by the taxpayer-under this. subsection 


S. 142.6(8)(c) 


is deemed by subsection (9).or (10), not to have been 
made is mailed to the taxpayer, 


(a) each property of the taxpayer 
(i) that was a capital property (other than a de- 
preciable.property) of the taxpayer at the end 


of the taxpayer’s last taxation year that ended 
before, February 23, 1994, 


(ii) that was a mark-to-market property for, or 
a specified debt obligation in, the taxpayer’s 
first taxation year that begins after that time, 


(iti) that had a fair market value at that time 
greater than:its adjusted cost base to the tax- 
payer at that time, and 


(iv) that is designated by the taxpayer in the 
election 


is deemed to have been disposed of by the tax- 
payer at that time: for proceeds of disposition 

- equal to, and to have been reacquired by the tax- 
payer immediately after that time at a cost equal 
to, the lesser of 


(v) the fair market value of the property at that 
time, and 
(vi) the greater of the adjusted cost base to the 
taxpayer of the property immediately before 
that time and the amount designated by the 
taxpayer in the election in respect of the 
property; 
(b) each property of the taxpayer 

(i) that was a capital property (other than a de- 

. preciable property) of the taxpayer at the end 


of the taxpayer’s last taxation year that ended 
before February 23, 1994, 


(ii) that was not a mark-to-market property 
for, or a specified debt obligation in, the tax- 
payer’s first taxation year that begins after 
that time, 


(iii) that had an adjusted cost base to the tax- 
payer at that time greater than its fair market 
value at that time, and 


(iv) that is designated by the taxpayer in the 
election 


is deemed to have been disposed of by the tax- 
payer at that time for proceeds of disposition 
equal to, and to have been reacquired by the tax- 
payer immediately after that time at a cost equal 
to, the greater of | 


(v) the fair market value of the property at that 
time, and 


(vi) the lesser of the adjusted cost base to the 
taxpayer of the property immediately before 
that time and the amount designated by the 
taxpayer in the election in respect of the prop- 
erty; and 
(c) notwithstanding subsections 152(4) to (5), 
such assessment of the taxpayer’s tax payable 
under this. Act for the taxpayer’s last taxation 
year that ended before February 23, 1994 shall be 
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made as is necessary to take the election into 
account. 


Related Provisions: 142.6(9) — Accrued capital gains election 
limit; 142.6(10) — Accrued capital losses. election limit. 


(9) Accrued capital gains election limit — 
Where a taxpayer has made an election under sub- 
section (8) in which a property was designated under 
subparagraph (8)(a)(iv), the election is deemed not to 
have been made where 


(a) the amount that would be the taxpayer’s taxa- 
ble capital gains from dispositions of property for 
the taxpayer’s last taxation year that ended before 
February 23, 1994 if this subsection and subsec- 
tion (10) did not apply 


exceeds the total of 


(b) the amount that would be the taxpayer’s al- 
lowable capital-losses for the year from disposi- 
tions of property if this subsection and subsection 
(10) did not apply, 


(c) the maximum amount that would have been 
deductible in computing the taxpayer’s taxable 
income for the year in respect of the taxpayer’s 
net capital losses for preceding taxation years if 
there were sufficient taxable capital gains for the 
year from dispositions of property, and 


(d) the amount, if any, by which 


(1) the amount that would be the taxpayer’s 
taxable capital gains for the taxpayer’s last 
taxation year that ended before February 23, 
1994 from dispositions of property if no elec- 
tion were made under subsection (8) 


exceeds the total of 


(ii) the amount that would be the taxpayer’s 
allowable capital losses for the year from dis- 
positions of property if no election were made 
under subsection (8), and 


(iii) the maximum amount that would have 
been deductible in computing the taxpayer’s 
taxable income for the year in respect of the 
taxpayer's net capital losses for preceding tax- 
ation years if no election were made under 
subsection (8). 


(10) Accrued capital losses election limit — 
Where a taxpayer has made an election under sub- 
section (8) in which a property was designated under 
subparagraph (8)(b)(iv), the election is deemed not 
to have been made where 


(a) the total of the amounts determined under 
paragraphs (9)(b) and (c) in respect of the tax- 
payer exceeds the amount determined under para- 
graph (9)(a) in respect of the taxpayer; or 


(b) the total of all amounts each of which would, 
if this subsection did not apply, be the taxpayer’s 
allowable capital loss for the taxpayer’s last taxa- 
tion year that ended before February 23, 1994 
_ from the disposition of a property deemed to have 
been disposed of under paragraph (8)(b) exceeds 
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the total of all amounts each of which is the tax- 
payer’s taxable capital gain for the year from the 
disposition of a property deemed to have been 
disposed of under paragraph (8)(a). 


History [s. 142.6]: Subsecs. 142.6(8) to (10) added by 1998, c. 19, 
s. 167, applicable to 1993 et seq. 


S..142.6 added by 1995, c. 21, s. 58; subsec. 142.6(1) applicable 
after February 22, 1994; subsecs. 142.6(2) to (6) applicable to taxa- 
tion years that end after February 22, 1994; and subsec. 142.6(7) 
applicable to dispositions occurring after October 30, 1994, except 
the disposition ofa debt obligation before July 1995 where 


(a) the disposition is part of a series of transactions or events 
that began before October 31, 1994: 


(b) as part of the series of transactions or events, the taxpayer 
who acquired the debt obligation disposed. of property before 
October 31, 1994; and 


(c) it is reasonable to consider that one of the main. reasons for 
the acquisition of the debt obligation by the taxpayer was to 
obtain a deduction because, as a consequence of the disposition 
referred to in paragraph (b), 


(i) an amount was included in the taxpayer’s income for 
any taxation: year, or 


(ii) an amount was subtracted from a balance of undeducted 
outlays, expenses or other amounts of the taxpayer and the 
subtracted amount exceeded the portion, if any, of the bal- 
ance that could reasonably be considered to be in respect of - 
the property. 


Definitions [s. 142.6]: “adjusted cost base” — 54, 248(1); “al- 
lowable capital loss” — 38(b), 248(1); “amount”, “assessment” — 
248(1); “bank” — Interpretation Act 35(1); “capital property” — 
54, 248(1); “corporation” — 248(1), Interpretation Act 35(1); “dis- 
position” — 54; “financial institution” — 142.2(1); “fiscal pe- 
riod” — 249.1; “inventory” — 248(1); “mark-to-market prop- 
erty” — 142.2(1); “Minister” — 248(1); “net capital loss” — 
111(8), 248(1); “prescribed”, “property” — 248(1);.“‘rollover.trans- 
action” — 142.6(6); “specified debt obligation” — 142.2(1); “taxa- 
ble capital gain” — 38(a), 248(1); “taxation year” — 249; “tax- 
payer” — 248(1); “writing” — Interpretation Act 35(1). 


Communal Organizations 


143. (1) Communal organizations — Where a 
congregation 


(a) the members of which live and work together, 


(b) that does not permit any of its members to 
own any property in the member’s own right, and 


(c) that requires that its members devote their 
working lives to the activities of the congregation 


Carries On one or more businesses or has the effec- 
tive management or control of one or more corpora- 
tions, trusts or other persons (which corporations, 
trusts and other persons are in this section collec- 
tively referred to as “business agencies’’) that carry 
on one or more businesses for purposes that include 
supporting or sustaining its members or the members 
of any other. congregation, an inter vivos trust shall 
be deemed to have been in existence on December 
31, 1976 and continuously thereafter and the follow- 
ing rules apply: 


(d) the property of the congregation and the prop- 
erty of all business agencies of the congregation 
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shall be deemed to:be the property of the inter 
vivos trust, 


(e) where the congregation is a corporation, the 
corporation shall be deemed to be the trustee hav- 
ing control .of the trust property, 


(f) where the congregation is not a corporation, 
its council, committee of leaders, executive com- 
mittee, administrative committee, officers or 
other group charged with the management of the 
congregation shall be deemed to be the trustees 
having control of the trust property, 


(g) the congregation and all business agencies of 
the congregation shall be deemed to act and have 
always acted as agents for the inter vivos trust in 
all matters relating to their business and other 
activities, | | 


(h) the members of the congregation shall be 
deemed to be the beneficiaries under the trust, 


(i) tax under this Part is payable by, the trust on its 
taxable income for each taxation year, 


(j) in computing the income of the trust for any 
taxation year, no deduction may be made in re- 
spect of salaries, wages or benefits of any kind 
whatever, paid to the members. of the congrega- 
tion, and . 


(k) where the congregation or one of the business 

agencies is a corporation, section 15.1. shall, ex- 

cept for the purposes of paragraphs 15.1(2)(a) 

and (c) (other than subparagraphs 15.1(2)(c)@) 

and (ii)), apply as if this subsection were read 

without reference to paragraphs (d) and (g). 
History: Para. 143(1)(k) added by 1994, c. 21, s. 67, applicable to 
1992 et seq. 


Related Provisions: 108(1)‘trust”(c) — S. 143 trust deemed not 
a trust for certain purposes; 127(7) — Investment tax credit of trust. 


Information Circulars: See at end of s. 143. 


(2) Election in respect of taxable income — 
Where the inter vivos trust referred to in subsection 
(1) in respect of a congregation so elects in respect 
of a taxation year, the amount determined under par- 
agraph (a) for that taxation year shall be deemed to 
have been payable by the trust in the year to the ben- 
eficiaries thereunder in accordance with the follow- 
ing rules: 


(a) determine the amount that would be the taxa- 
ble income of the trust for the year if no deduc- 
tions were made in respect of expenses incurred 
for the support, maintenance and satisfaction or 
personal needs of its members, 


(b) determine the amount that is the quotient ob- 
tained when the amount so determined is divided 
by 1/4 times the number of adults who are mem- 
bers. of the congregation at the end of the year, 


(c) allocate to each family in the congregation at 
the end of the year the amount equal to the prod- 
uct obtained when the amount determined under 
paragraph (b) is multiplied by the number of 
adults in the family at the end of the year, and 


S. 143(3.1)(b) 


(d) allocate among the families in the congrega- 
tion at the end of the year in such manner as the 
congregation determines the amount by which the 
amount determined under paragraph (a) exceeds 
the total of amounts allocated under paragraph (c) 
or, if such an allocation is not made and specified 
in the election under this subsection in respect of 
the year, allocate to each of the families in the 
congregation at the end of the year the amount 
equal to the proportion of the excess that the 
number of adults in the family at that time is of 
the number of adults in all of the families in the 
congregation at that time, 


and the total of amounts so allocated to a family 
shall be deemed to be payable in the year to, and to 
be received in the year by, the adult member of the 
family who is specified in the election under this 
subsection in respect of the year and that member of 
the family shall be deemed to have supported each of 
the other members of the family during that taxation 
year and the other members of the family shall be 
deemed to have been wholly dependent on that 
member for support during that taxation year. 


Pre-RSC. History: Para. 143(2)(a) amended by 1988, c. 55, s. 128, 
to substitute “and satisfaction or personal needs of its members,” for 
“and satisfaction of the personal needs of its members, and if no 
deductions were made under sections 110.1, and 110.2,”; applicable 
to 1988 et seq. 


(3) Idem — An election under subsection (2) in re- 
spect of a taxation year is not binding on the Minis- 
ter unless 


(a) the election is made on or before the day on or 
before which the inter vivos trust is required by 
section 150 to file a return of income for the year; 


(b) all tax, interest and penalties, if any, payable 
under this: Part by adult members designated in 
accordance with subsection (2) have been paid 
within the time required by this Act; and 


(c) no amounts are, by virtue of subsection 
110(2), deducted. in computing the taxable in- 
come for the year of the members designated in 
accordance with subsection (2). 


(3.1) Election in respect of gifts — For the pur- 
poses of section 118.1, where the fair market value 
of a gift made in a taxation year by an inter vivos 
trust referred to in subsection (1) would, but for this 
subsection, be included in the total charitable gifts, 
total Crown gifts or total cultural gifts of the trust for 
the year and the trust so elects in its return of income 
under this Part for the year, 


(a) the trust shall be deemed not to,have made the 
gift; and 


(b) each adult member of a family to whom an 
amount is deemed under subsection (2) to be pay- 
able in the year shall be deemed to have made, in 
the year, such a gift the fair market value of 
which is the amount determined by the formula 
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Bee 
¢ 


where 


A is the fair market value of the gift made by the 
trust, | 


B_ is the amount deemed under subsection (2) to 
be payable in the year in respect of the trust to 
the adult member, and Six 


Cis the total of all amounts deemed under sub- 
section (2) tobe payable in the year in respect 
of the trust to an adult member of a family. 


History: Subsec. 143(3.1) added by, 1994, c..7, Sch. Il (1991,-c. 
49); subsec. 116(1), applicable to 1990 et seq. 


(4) Definitions — For the purposes of this section, 


“adult” means an individual who, before the time at 
which the term is applied, has attained the age-of 
eighteen years or is married; 


“congregation” means a community, society. or 
body of individuals, whether or not incorporated, 
that adheres to the practices and beliefs of, and oper- 
ates according to the principles of, the religious’ or- 
ganization of which it is a constituent part: 


“family” means, 


(a) in the case of an unmarried adult, that person 
and the person’s unmarried children who ‘are not 
adults, and 


(b) in the case of a married adult, that person and 
the person’s spouse and the unmarried children of 
either or both of them who are not adults 


but does not include an individual who is included in 
any other family or who is not a member of the con- 
gregation in which the family is included; 


“member of a congregation” means 


(a) an adult, living with the members of the con- 
gregation, who conforms to. the practices of the 
religious organization of which the congregation 
is a Constituent part whether or not that person 
has been formally accepted into the organization, 
and 


(b) an unmarried child, other than an atlilit, of an 
adult referred to in paragraph (a), if the child 
lives with the members of the congregation; 


“religious organization” means an organization, 
other than a registered. charity, of which a congrega- 
tion is a constituent part, that adheres to beliefs, evi- 
denced by the religious and philosophical tenets of 
the organization, that include a belief in the ‘exis- 
tence of a supreme being; 


“total charitable gifts” has the meaning assigned by 
subsection 118.1(1); 


“total Crown gifts” has the meaning assigned by 
subsection 118.1(1); 
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“total cultural gifts” has the meaning assigned by 
subsection 118.1(1). 


Related Provisions: 252(4) — Extended: meaning of “spouse”. 
History: The definitions “total charitable gifts”, “total Crown gifts” 
and “total cultural gifts” added by 1994, c. 7, Sch. Il (1991, c: 49), 
subsec. 116(2), applicable to 1990 er seq. 

Pre-RSC History: The definition “adult” was para. 143(4)(a); 
“congregation”, 143(4)(b); “family,”, 143(4)(c); “member. of a con- 
gregation”, 143(4)(d); “religious organization”, 143(4)(e); “total 
charitable gifts”, “total Crown gifts” and “total cultural gifts”, 
143(4)(f). ‘ 


(5) Effect of specification of member of fam- 
ily — Where an adult member (in this subsection re- 
ferred to as a “specified person”) of a family is spec- 
ified in an election under subsection (2) in respect of 
a taxation year, no other member of that family may 
be specified in an election in respect of any subse- 
quent taxation year at the end of which the specified 
person was a member of that family. 

Pre-RSC History [s. 143]: S. 143 added by 1977-78) &. 1, . 71, 
applicable to. 1977 et seg. ; 

Definitions [s. 143]: “amount” — 248(1); “business agencies” — 
143(1), between (c) and-(d); “corporation” — 248(1), Interpretation 
Act 35(1); “inter vivos trust” — 108(1), 248(1);. “married” — 
252(4)(C); “person”, “property” — 248(1); “registered charity” — _ 
248(1); “spouse” — 252(4)(a); “taxable income” — 2(2), 248(1); 
“taxation year” — 249; “trust” — 104(1), 248(1), (3); “unmar- 
ried” — 252(4)(d). 

Information Circulars [s. | 143]: 78-5R2: Communal 
organiZations. : 


Pre-RSC History [former s. 143]: Former’s. 143 was repealed 
by 1977-78, c..1,.8.71, applicable to 1977 et seg. S: 143 formerly 
read: ; 


143. (1) Electric, gas or steam corporation — This section 
applies to a Canadian corporation whose gross revenue dur- 
ing, a taxation year from the sale for delivery in, Canada of 
electrical energy, gas or steam to 


(a) persons with whom it deals at arm’s length, and 


(b). persons with whom it. does not deal at arm’s length 
for resale directly or indirectly for delivery in Canada to 
persons with whom it does deal at arm’s length, 


is more than of its total gross revenue for the year, other than 
exempt income and dividends (in this section referred to as 
“exempt dividends”) received by it to the extent of the 
amount thereof deductible under séction 112 or subsection 
113(1) from its income for the year (such a corporation being 
hereinafter referred to as a “designated corporation”). 


(2) Taxable income — A. designated. corporation’s taxable 
income for a taxation year from the sale. for delivery. in Can- 
ada of electrical energy, gas or steam to nal 


(a) persons with whom it deals at arm’s length, and 


(b) persons with whom it does not deal at ‘arm’s length 
for resale directly or indirectly for delivery in Canada to 
persons with whom it does deal at arm’s length, 


(hereinafter referred to as its “class A taxable income”) shall, 
for the purposes of this section, be deemed to be the part of 
its taxable income for the year’ that its gross tevenue for the 
year from. such sales is of its total gross revenue for the year 
other than exempt income and exempt dividends; and its taxa- 
ble income for the year from all other sources (hereinafter re- 
ferred to as its “class B taxable income”) shall, for the pur- 
poses of this section, be deemed to be its taxable income for 
the. year minus its class A taxable income for the year. 
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(3) Tax payable — Notwithstanding section 123 or 123.3, as 
the case may be, the tax payable under this Part by a desig- 
nated corporation for a taxation year that is its 1972, 1973 or 
1974 taxation year is the aggregate of 


(a) the amountythat would be determined under section 
123 or 123.3, as the case may, be, to be its tax payable 
under this Part for the year if its taxable income for the 
year were an amount equal to its class B taxable income 
for the -year, and .., 


(b) 48% of its;class A-taxable income for the year. 


(4) Exceptions — For the purposes of this section, a 'transac- 
_ tion shall be deemed not to have been a sale of gas by a cor- 
' poration unless ~ 


(a), the commodity sold was gas for lighting or heating 
and was not delivered in portable containers, and 


(b) the corporation itself had a system for the distribution 
of gas through which it delivered. gas to not less than 100 
different customers. 


All that portion of subsec. 143(3) pEesedin ei para. (b) substituted a DY 
1974-75-76, c. 26, s. 97, applicable to 1372 et seq. 


143.1 (1) Amateur athletes’ reserve funds — 
Where a national sport organization that is a regis- 
tered Canadian amateur athletic association receives 
an amount for the benefit of an individual under an 
arrangement made under rules of an international 
sport federation that require amounts to be held, con- 
trolled and administered by the organization in order 
to preserve the eligibility of the individual to com- 
pete in a sporting event sanctioned by the federation, 


(a) an inter vivos trust (in this section referred to 
as an “amateur athlete trust”) shall be deemed to 
be created on the day that is the later of 


(i) the day on,which the first such amount is 
received by the organization; and 


(ii) January 1, 1992, 


and to exist continuously thereafter until subsec- 
tion (3) or (4) applies in respect of the trust; 


(b) all property required to be held after 1991 
under the arrangement shall be deemed. to be 
property of the trust and not property of any other 
person; 


(c) any amount received at any time under the ar- 
rangement by the organization shall, to. the extent 
that it would, but for this subsection, be included 
in computing the individual’s income for the tax- 
ation year that includes that time, be deemed to 
be income of the trust for the taxation year and 
not to be income of the individual; 


(d) all amounts paid at any time by the organiza- 
tion under the arrangement to or for the benefit of 


the individual shall be deemed to be amounts dis-. 


tributed at that time to the individual by the trust; 


(e) the individual shall be deemed to be the ee 
ficiary under the trust; 

(f) the organization shall be deemed to be the 
trustee of the. trust; and 7 


(g) no tax is payable under this Part by the trust 
on its taxable income for any taxation year. 
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Related Provisions: 149(1)(v) — Exemptions — amateur athlete 
trust; 210.2(1.1) — Part XII.2 tax payable by amateur athlete trust; 
248(1)“amateur athlete trust” — Definition applies to entire Act. 


Forms: T3ATH-IND: Amateur athlete trust income tax return; 
T1061: Canadian amateur athlete trust group information return. 


(2) Amounts included in beneficiary’s in- 
come — In computing the income for a taxation 
year of the beneficiary under an amateur athlete 
trust, there shall be included the total of all amounts 
distributed in the year to the beneficiary by the trust. 


Related Provisions: 12(1)(z) — Inclusion in income of amateur 
athlete trust payments; 210.2(1.1) — Application of Part XII.2 tax 
to amateur athlete trusts; 212(1)(u) — Non-resident withholding 
tax — amateur athlete trust payments; 214(3)(k) — Non-resident 
withholding tax. 


(3) Termination of amateur athlete trust — 
Where an amateur athlete trust holds property on be- 
half of a beneficiary who has not competed in an in- 
ternational sporting event as a Canadian national 
team member for a period of 8 years that ends in a 
particular taxation year and begins in the year that is 
the later of 


(a) where the beneficiary has competed in such 
an event, the year in which the beneficiary last so 
competed, and 


(b) the year in which the trust was created, 


the trust shall be deemed to have distributed, at the 
end of the particular taxation year to the beneficiary, 
an amount equal to 


(c) where the trust is lable to pay tax under Part 
XII.2 in respect of the particular year, 64% of the 
fair market value of all property held by it at that 
time, and 


(d) in any other case, the fair market value of all 
property held by it at that time. 


Related Provisions; 210.2(1.1) — Application of Part XII,.2 tax 
to amateur athlete trusts. 


(4) Death of beneficiary — Where an amateur 
athlete trust holds property on behalf of a beneficiary 
who dies in a year, the trust shall be deemed to have 
distributed, immediately before the death, to the ben- 
eficiary, an amount equal to 


(a) where. the trust is liable to pay tax under Part 
XII.2 in respect of the year, 64% of the fair mar- 
ket value of all property held by it at that time; 
and 


(b) in any other case, the fair market value of all 
property held by it at that time. 


Related Provisions: 210.2(1;1)— Application of Part XII.2 tax 
to amateur athlete trusts. 


History [s. 143.1]: S. 143.1 added by 1994, c. 7, Sch. VHI (1993, 
c. 24), s. 81, applicable to 1992 et seg. and, where an individual and 
a national sport organization that received an amount for the benefit 
of that individual jointly so elect by notifying the Minister of Na- 
tional Revenue in writing, to any taxation year ending after 1987 
and before 1992 throughout which the individual was resident in 
Canada, in which case, with respect to that individual and the trust 
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under which the individual is deemed by s. 143:1 to be®a 
beneficiary, 
(a) the reference to “1992” in para. 143.1(1)(a) shall be read as 
a reference to the taxation year for which the election is made: 
and 
(b) the reference to “1991” in para. 143.1(1)(b) shall be read as 
a refererice to the taxation year before the’ year for which the 
election is made. : ba, 
Definitions [s. 143.1]: “amateur athlete trust” — 143.1(1)(a), 
248(1); “amount” — 248(1); “beneficiary” — 108(1); “individ- 
ual” — 248(1); “inter vivos trust” — 108(1), 248(1); “property”, 
“registered Canadian amateur athletic association” — 248(1); “taxa- 
tion. year” —.11(2), 249. 


Cost of Tax Shelter Investments 


143.2 (1) Definitions — The definitions. in this 
subsection apply in this section, 


“expenditure” means an outlay or expense or the 
cost or capital cost of a property. 
Related Provisions: 143.2(2) — At-risk adjustment in respect of 


expenditures; 143.2(6)— Expenditures reduced by at-risk 
adjustment. 


“Timited partner” has the meaning that would be 
assigned by subsection 96(2.4) if that subsection 
were read without reference to “if the member’s 
partnership interest is not an exempt interest (within 
the meaning assigned by subsection (2.5)) at that 
time and”. 


“limited-recourse amount” means the unpaid prin- 
cipal amount of any indebtedness for which recourse 
is limited, either immediately or in the future and ei- 
ther absolutely or contingently. 

Related Provisions: 143.2(7), (8), (13) — Whether unpaid prin- 
cipal deemed to be limited-recourse amount; 248(1) — Definition 
of “principal amount”; Reg. 231(6.1)— Limited-recourse amount 
may be prescribed benefit for purposes of definition of tax shelter. 


“taxpayer” includes a partnership: 


‘tax shelter investment’? means 


(a).a property that is a tax shelter for the purpose 
of subsection, 237.1(1); or 


(b) a taxpayer’s interest in a partnership where 
(i) an interest in the taxpayer 
(A) is a tax shelter investment, and 


(B) the taxpayer’s partnership interest 
would be a tax shelter investment if 


(1) this Act were read without reference 
to this paragraph and to the words 
“having regard to statements or repre- 
sentations made or ‘proposed to be 
made in connection with the property” 
in the definition “tax shelter” in subsec- 
tion 237.1(1), 


(II) the references in that definition to 
“represented”, were read.as_ references 
to “that can reasonably be expected”, 
and 
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(III) the reference in that definition to 
“is represented” were read as a refer- 
ence to “can reasonably be expected”, 


(i1) another interest in the partnership is a tax 
shelter investment, or 


(iii) the taxpayer’s interest in the partnership 
entitles the taxpayer, directly or indirectly, to 
a share of the income or loss of a particular 
partnership where 


(A) another taxpayer holding a partnership 
interest is entitled, directly or indirectly, to 
a share of the income or loss of the partic- 
ular partnership, and 


(B) that other taxpayer’s partnership inter- 
est is a tax shelter investment. 


Related Provisions: 18.1(13) — Matchable expenditure deemed 
to be a tax shelter investment; 53(2)(c)(i.3) — Tax shelter invest- 
ment excluded from certain ACB reductions; 143.2(6) — Limitation 
on cost of tax shelter investment; 150(1)(d)(ii)(A) — Tax shelter in- 
vestment does not entitle individual to June 15 filing deadline: 
249.1(5)— Election for non-calendar year-end not permitted for tax 
shelters; Reg. 1100(20:1) — limitation on CCA claim for computer 
software tax shelter property. 


(2) At-risk adjustment — For the purpose of this 
section, an at-risk adjustment in respect of an expen- 
diture of a particular taxpayer, other than the cost of 
a partnership interest to which subsection 96(2.2) ap- 
plies, means any amount or benefit that the particular 
taxpayer, or another taxpayer not dealing at arm’s 
length with the particular taxpayer, is entitled, either 
immediately or in the future and either absolutely or 
contingently, to receive or to obtain, whether by way 
of reimbursement, compensation, revenue guarantee, 
proceeds of disposition, loan or any other form of in- 
debtedness, or in any other form or manner 
whatever, granted or to be granted for the purpose of 
reducing the impact, in whole or in part, of any loss 
that the particular taxpayer may sustain in respect of 
the expenditure or, where the expenditure is the cost 
or capital cost of a property, any loss from the hold- 
ing or disposition of the property. 


Related Provisions: 96(2.2) — At-risk amount for limited part- 
nership;. 143.2(3)—Exclusions from at=risk adjustment; 
143.2(4) — Determination of amount or. benefit: 143 2(6) + Ex- 
penditures reduced by at-risk adjustment; 143.2(9) — Timing. 


(3) Amount or benefit not included — For the 
purpose of subsection (2), an at-risk adjustment in 
respect of a taxpayer’s expenditure does not include 
an amount or benefit 


(a) to the extent that it is included in determining 
the value of J in the definition “cumulative Cana- 
dian exploration expense” in subsection 66.1(6), 
of M in the definition “cumulative Canadian de- 
velopment expense” in subsection 66.2(5) or of I 
in the definition “cumulative Canadian oil and 
gas property expense” in subsection 66.4(5) in re- 
spect of the taxpayer; or . 
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(b) the entitlement to which arises 


(i) because ofa contract of insurance with an 
insurance corporation dealing at arm’s length 
with the taxpayer (and, where the expenditure 
is the cost of an interest in a partnership, with 
each member of the partnership) under which 
the taxpayer is insured against any claim aris- 
ing as a result of a liability incurred in the or- 
dinary course of carrying on the business of 
the taxpayer or the partnership, 


(ii) as a consequence of the death of the 
taxpayer, 


(ii) in respect of an amount not included in 
the expenditure, determined without reference 
to subparagraph (6)(b)(ii), or 


(iv) because of an excluded obligation (as de- 
fined in subsection 6202.1(5) of the Income 
Tax Regulations) in relation to a share issued 
to the taxpayer or, where the expenditure is 
the cost of an.interest in a partnership, to the 
partnership. 


(4) Amount or benefit — For the purposes of sub- 
sections (2) and (3), where the amount or benefit to 
which a taxpayer is entitled at any time is provided 
by way of an agreement or other arrangement under 
which the taxpayer has a right, either immediately or 
in the future and either absolutely or contingently 


(otherwise than as a consequence of the death of the: 


taxpayer), to acquire property, for greater certainty 
the amount or benefit to which the taxpayer is enti- 
tled under the agreement or arrangement is consid- 
ered to be not less than the fair market value of the 
property at that time. 


(5) Amount or benefit — For the purposes of sub- 
sections (2) and (3), where the amount or benefit to 
which a taxpayer is entitled at any time is provided 
by way of a guarantee, security or similar indemnity 
or covenant in respect of any loan or other obligation 
of the taxpayer, for greater certainty the amount or 
benefit to which the taxpayer is entitled under the 
guarantee or indemnity at any particular time is con- 
sidered to be not less than the total of the unpaid 
amount of the loan or obligation at that time and all 
other amounts outstanding in respect of the loan or 
obligation at that time. 


(6) Amount of expenditure — Notwithstanding 
any other provision of this Act, the amount of any 
expenditure that is, or is the cost or capital cost of, a 
taxpayer’s tax shelter investment, and the amount of 
any expenditure of a taxpayer an interest in which is 
a tax shelter investment, shall be reduced to the 
amount, if any, by which 


(a) the amount of the taxpayer’s expenditure oth- 
erwise determined 


S. 143.2(9) 


exceeds 
(b) the total of 
(i) the limited-recourse amounts of | 
(A) the taxpayer, and 


(B) all other taxpayers not dealing at arm’s 
length with-the taxpayer 


that can reasonably be considered to relate to 
the expenditure, 


(ii) the taxpayer’s at-risk adjustment in respect 
of the expenditure, and 


(iii) each limited-recourse amount and at-risk 
adjustment, determined under this section 
when this section is applied to each other tax- 
payer who deals at arm’s length with and 
holds, directly or indirectly, an interest in the 
taxpayer, that can reasonably be considered to 
relate to the expenditure. 

Related Provisions: 18.1(13) — Subpara. (6)(b)(ii) inapplicable 

for matchable expenditures; Reg. 1100(20:1) — limitation on CCA 

claim for computer software tax shelter property. 


(7) Repayment of indebtedness — For the pur- 
pose of this section, the unpaid principal of an in- 
debtedness is. deemed to be a limited-recourse 
amount unless 


(a) bona fide arrangements, evidenced in writing, 
were made, at the time the indebtedness arose, for 
repayment by the debtor of the indebtedness and 
all interest on the indebtedness within a reasona- 
ble period not exceeding 10 years; and 


(b) interest is payable at least annually, at a rate 
equal to or greater than the lesser of 


(i) the prescribed rate of interest in effect at 
the time the indebtedness arose, and 


(ii) the prescribed rate of interest applicable 
from time to time during, the term of the 
indebtedness, 


and is paid in respect of the indebtedness by the 
debtor no later than 60 days after the end of each 
taxation year of the debtor that ends in the period. 


Related Provisions: 143.2(12) — Series of loans or repayments; 
Reg. 4301(c) (prescribed rate of interest). 


(8) Limited-recourse amount — For the purpose 
of this section, the unpaid principal of an indebted- 
ness'is deemed to be a limited-recourse amount of a 
taxpayer where the taxpayer is a partnership and re- 
course against any member of the partnership in re- 
spect of the indebtedness is limited, either immedi- 
ately or in the future and either absolutely or 
contingently. 


(9) Timing — Where at any time a taxpayer has 
paid an amount (in this subsection referred to as the 
“repaid amount”) on account of the principal amount 
of an indebtedness that was, before that time, the un- 
paid principal amount of a loan or any other form of 
indebtedness to which subsection (2) applies (in this 
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subsection referred to as the “former amount or-ben- 
efit”) relating to an expenditure of the taxpayer, 


(a) the former amount or benefit is considered to 
have been an amount or benefit under subsection 
(2) in respect of the taxpayer at all times before 
that time; and | 


(b) the expenditure is, subject to ‘subsection (6), 
deemed to have been made. or incurred at that 
time to the extent of, and by the payment of, the 
repaid amount. 


(10) Timing — Where at any time a taxpayer has 
paid an amount (in this subsection: referred to as the 
“repaid amount”) on account of the principal amount 
of an: indebtedness which was, before that time, an 
unpaid principal amount that was a limited-recourse 
amount (in this subsection referred to. as the “former 
limited-recourse indebtedness”’) relating to.an expen- 
diture of the taxpayer, 


(a) the former. limited-recourse* indebtedness. is 
considered to have been a limited-recourse 
amount at all times before that time; and 


(b) the expenditure is, subject to subsection (6), 
deemed to have been made or incurred at that 
time to the extent of, and by the amount of, the 
repaid amount. 


Related Provisions: 231.6 —Foreign-based information. 


(11) Short-term debt — Where a taxpayer pays all 
of the principal of an indebtedness no later than 60 
days after that indebtedness arose and the indebted- 
ness would otherwise be considered to be a limited- 
recourse amount solely because of the application of 
subsection (7) or (8), that subsection does not apply 
to. the indebtedness unless r 


(a) any portion of the repayment is made with a 
limited-recourse amount; or 


(b) the repayment can reasonably be Considered 
to be part of a series of loans or other indebted- 
ness and repayments that ends more than 60 days 
after the indebtedness arose. 


Related Provisions: 231.6 —Foreign-based information: 
251(1) — Arm’s length. 


(12) Series of loans or repayments — For the 
purpose, of paragraph: (7)(a), a debtor. is considered 
not to have made arrangements to repay an indebted- 


ness within 10 years where the debtor’s arrangement. 


to repay can reasonably be considered to be part of a 
series of loans or other indebtedness and repayments 
that ends more than 10 years after it begins. 


(13) Information located outside Canada — 
For the purpose of this section, where it can reasona- 
bly be considered that information relating to indebt- 
edness that, relates to. a taxpayer’s expenditure. is 
available outside. Canada .and the Minister is not Sat- 
isfied that the unpaid principal. of the indebtedness is 
not a limited-recourse, amount, the, unpaid principal 
of the indebtedness relating to the taxpayer’s expen- 
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diture is deemed.to, be a limited-recourse amount re- 
lating to the expenditure unless 


(a) the information is provided to the Minister; or 


(b) the information is located in a country with 
which: the, Government of Canada has entered 
into.a tax convention or agreement that has the 
force of law in Canada and includes a provision 
under which the Minister can. obtain the 
information. 


(14) Information located outside Canada — 
For the purpose of this section, where it can reasona- 
bly be considered that information relating to 
whether a taxpayer is not dealing at arm’s length 
with another taxpayer is available ‘outside Canada 
and the Minister is not satisfied that the taxpayer is 
dealing at arm’s length with the other taxpayer, the 
taxpayer and the other taxpayer are deemed not to be 
dealing with each other at arm’s length unless 


(a) the information is provided to the Minister; or 


(b) the information is located in a country with 
which the Government of Canada has’ entered 
into a tax convention or agreement that has the 
force of law in Canada and includes a provision 
under which ‘the Minister “can obtain’ the’ 
information. 


(15) Assessments — Notwithstanding subsec- 
tions 152(4) to (5), such assessments; determinations 
and redeterminations may be made as are necessary 
to give effect to this section. . AP Ep 


History: S. 143.2 added by 1998, c. 19, s, 168, applicable to prop- 
erty acquired ‘and to outlays and expenses made or incurred by a 
taxpayer after November 1994, except that 


(a) it does not apply where 


(i) the property was acquired, or the outlay or expense was 
made or incurred, before 1995 pursuant to wa agreement in 
writing made by the taxpayer before December 1994, or - 


(ii) the property is . 
(A) a film production prescribed for the purpose of 
subpara. 96(2.2)(d)(ii) where | ‘ oy 


(I) the principal photography of the production. be- 
gan before 1995, or, in the case of a production 
that is a television series, one episode of the series 
began before 1995, and ee - 


(II) the principal photography of the production 
was completed’ before March 2, 1995, or) 
(B) an interest in a partnership (all or substantially all 
of the property of which is’a film production refetred to 
in clause (A)) acquired before 1995 by a taxpayer that 
is a partnership + Bey sg h 


and the following conditions’ are met: 


(iii) in the case of an interest that is a tax shelter for which 
s. 237.1 requires an identification number to be obtained, 
an identification number «was obtained» before December 
1994, and 


(iv) there is no agreement-or other arrangement under 
which the taxpayer’s obligations with respect to the interest 
can be changed, reduced or waived if theré is a change to 
the Act or if there is an adverse assessment under the Act; 
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(b) it does not apply to revenue guarantees prescribed. for the 
purpose. of subpara. 96(2.2)(d)(ii) that were granted before 
1996; 


(c) subpara. 143.2(6)(b)(ii) does not apply 


(i) to property acquired, or outlays or expenses made or in- 
curred, by a taxpayer before April 27, 1995, or 


(ii) to property acquired, or outlays or expenses made or 
incurred, by a taxpayer before 1996 pursuant to a particular 
agreement in writing made by the taxpayer before April 27, 
1995 where the. following conditions are met: 


(A) in the case of a property that is a tax shelter for 
which s. 237.1 requires an identification number, an 
identification number was obtained before April 27, 
1995, and 


(B) there is no agreement or other arrangement under 
which the taxpayer’s obligations under the particular 
agreement can be changed, reduced or waived if there 
is a change to the Act or if there is an adverse assess- 
ment: under the Act; 


(d) para. 143.2(7)(a) shall be read without reference to “not ex- 
ceeding 10 years” where 


(i) the indebtedness arises 


(A) pursuant to the terms of an agreement in writing 
made by the taxpayer before April 27, 1995, 


(B) before 1996, in respect of the acquisition of a film 
production prescribed for the purpose of subpara. 
96(2.2,)(d)(ii) or an interest in a partnership all or sub- 
stantially all of the property of which is either a film 
production prescribed for the purpose of that subpara- 
graph or an interest in one or more partnerships all or 
substantially all of the property of each of which 1S 
such a film production, where 


(I) the principal photography of the production be- 
gan before 1996, or, in the case of a production 
that is a television series, the principal photogra- 
phy of one episode of the series began before 
1996, and 


(If) the principal photography of the production 
was completed before March 1996, or 


(C) before July 1995 


(I) pursuant to the terms of a document that is a 
prospectus, preliminary prospectus or registration 
statement filed before April 27, 1995 with a public 
authority in Canada pursuant to and in accordance 
with the securities legislation of Canada or of any 
province and, where required: by law, accepted for 
filing by the public authority, and the funds so 
raised were expended before 1996 on expenditures 
contemplated by the document, or 


(I}) pursuant to the terms of an offering memoran- 
dum distributed as part of an offering of securities 
where 


1. the memorandum contained a complete or 
substantially complete description of the se- 
curities contemplated in the offering as well as 
the terms and conditions of the offering, 


2. the memorandum was distributed before 
April 27, 1995, 


3. solicitations in respect of the sale of the se- 
curities contemplated by the memorandum 
were made before April 27, 1995, 


4. the sale of the securities was substantially in 
accordance with the memorandum, and 


5, the funds were expended before 1996 in ac- 
cordance with the memorandum, and 


(ii). the. following conditions are met: 


(A) in the case of an interest to which clause -(1)(A) or 
(C) applies that is a tax shelter for which s. 237.1 re- 
quires an identification number to be obtained, an iden- 
tification number was obtained before April 27, 1995, 
and 


(B) there is no agreement or other arrangement under 
which the taxpayer’s obligations with respect to the in- 
terest can be changed, reduced or waived if there is a 
change to the Act or if there is an adv erse assessment 
under the Act; and 


eh subsec. 143.2(8) does not apply to-a taxpayer in respect of 
an indebtedness 


(i) where the indebtedness 
(A) arose, and 


(B). is related to property acquired,.or outlays or ex- 
penses made or incurred, by the taxpayer 


before April 27, 1995, nor 
(ii) where the indebtedness 
(A) ‘arose, and 


/(B) is related to property acquired; ‘or outlays or ex- 
penses made or incurred, by the taxpayer, 


before 1996 pursuant to a particular agreement in writing 
made by the taxpayer before April 27, 1995 and there is no 
agreement or other arrangement under which the taxpayer’s 
obligations under the particular agreement can be changed, 
reduced or waived if there is a change to the Act or if there 
is an adverse assessment under the Act. 


Definitions [s. 143.2]: “amount” — 143.2(4), (5.1), (6), 248(1); 
“arm’s length” — 143.2(11), 251(1); “at-risk adjustment” — 
143.2(2), (3); “benefit” — 143.2(4), (5.1); “business? = 248(1); 
“Canada” — 255; “expenditure” — 143.2(1), (6); “former limited- 
recourse indebtedness” — 143.2(9); “insurance corporation” — 
248(1); “Vimited-recourse amount” — 
143.2(1), (7);) “Minister” —248(1);. “prescribed”, “principal 
amount’, “‘property” — 248(1); “repaid amount’ — 143.2(9); “reg- 
ulation” — 248(1); “specified member” — 248(1), (28);-‘tax shelter 
investment” — 143.2(1); “taxpayer” — 143.2(1), 248(1); “taxation 
year” — 249. 


Division G — Deferred and Other | 
Special Income Arrangements 


Employees Profit Sharing Plans 


144, (1) Definitions — The definitions in this sub- 
section apply in this section. 


“employees profit sharing plan” at a Rae 
time means an arrangement 


(a) under which aaa computed by reference 
to 


(i) an employer’s Prone from the pina sn 
business, 


(ii) the profits from the business of a corpora- 
tion with which the employer does not deal at 
arm’s length, or 


(iii) any combination of the amounts de- 
scribed in subparagraphs (i) and (ii) 
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are required to be made by the employer to a trus- 
tee under the arrangement for the benefit of em- 
ployees of the employer or of a corporation with 
which the employer does not deal at arm’s length; 
and 


(b) in respect of which the trustee has, since the 
later of the beginning of the arrangement and the 
end of 1949, allocated, either contingently or ab- 
solutely, to those employees 


(i) in each year that ended at or before the par- 
ticular time, all amounts received in the year 
by the trustee from the employer or from a 
corporation with which the employer does not 
deal at arm’s length, , 


(ii) in each year that ended at or before the 
particular time, all profits for the year from 
the property of the trust (determined without 
regard to any capital gain made by the trust or 
capital loss sustained by it at any time after 
1955); 


(iii) in each year that ended after 1971 and at 
or before the particular time, all capital gains 
and capital losses of the trust for the year, 


(iv) in each year that ended after 1971, before 
1993 and at or before the particular time, 
100/15 of the total of all amounts each of 
which is deemed by subsection (9) to be paid 
on account of tax under this Part in respect of 
an employee because the employee ceased to 
be a beneficiary under the plan in the year, 
and 


(v) in each year that ended after 1991 and at 
or before the particular time, the total of all 
amounts each of which is an amount that may 
be deducted under subsection (9) in comput- 
ing the employee’s income because the em- 
ployee ceased to be a beneficiary under the 
plan in the year. 
Related Provisions: 144(9) — Refunds: 144(10) — Payments 
out of profits; 144(11) — Year-end on becoming DPSP; 147(6) — 
DPSP deemed not-to be EPSP: 233.2(1)“exempt trust”(b)(iv)(B) — 
foreign EPSP exempt from foreign trust reporting rules; 248(1)“em- 


ployees profit..sharing plan’ — Definition applies to entire Act; 
251(1) — Arm’s length. : 


Regulations: 212 (information return). 
Interpretation Bulletins: IT-280R: Employees profit sharing 


plans — payments computed by reference to profits; IT-379: Em- 
ployees profit sharing plans — allocations to beneficiaries. 


“unused portion of a beneficiary’s exempt capital 
gains balance” in respect of a trust governed by an 
employees profit sharing plan, at any particular time 
in a taxation year of the beneficiary, means 


(a) where the year ends before 2005, the amount, 
if any, by which the beneficiary’s exempt capital 
gains balance (in this paragraph having the same 
meaning as in subsection 39.1(1)) in respect of 
the trust for the year exceeds the total of all 
amounts each of which is an amount by which a 
capital gain is reduced under section 39:1 in the 
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year because of the beneficiary’s exempt capital 
gains balance in respect of the trust; or 


(b) where the year ends after 2004, the amount, if 
any, by which’ 


(i) the amount, if any, that would, if the defi- 
nition “exempt capital gains balance” in sub- 
section 39.1(1) were read without reference to 
“that ends before 2005”, be the beneficiary’s 
exempt capital gains balance in respect of the 
trust for the year 


exceeds 


(ii) where there has been a disposition of an 
interest or a part of an interest of the benefici- 
ary in the trust after the beneficiary’s 2004 
taxation year (other than a disposition that is a 
part of a transaction described in paragraph 
(7.1)(c) in which property is received in satis- 
-faction of all or a portion of the beneficiary’s 
interests in the trust), the total. of all amounts 
each of which is an amount by which the ad- 
justed cost base of an interest or a part of an 
interest disposed of by the beneficiary (other 
than an interest or a part of an interest that is 
all or a portion of the beneficiary’s interests 
referred to in paragraph (7.1)(c)) was in- 
creased because of paragraph 53(1)(p), and 


(i11) in any other case, nil. 


History: Subsec. 144(1) amended by 1998, c. 19, applicable to 
1994 et seg., subsecs. 169(1) and (2), except that subpara. (a)(iii) is 
applicable to 1992 et seg. Subsec. 144(1) formerly read: 


(1) Definition of “employees profit sharing plan” — In this 
section, an “employees profit sharing plan” at a particular 
time means an arrangement 


(a) under which payments computed by reference to 


(i) an employer’s profits from. the employer’s 
business, 


(ii) the profits from the business of a corporation 
with which the employer does not deal at arm’s 
length, or 


(ii) any combination of. the amounts described in 
paragraphs (a) and (b) 


are required to be made by the employer to a trustee 
under the arrangement for the benefit of employees of the 
employer or of a corporation with which the employer 
does not deal at arm’s length, and 


(b) in respect of which the trustee has, since the later of 
the beginning of the arrangement: and:the end of 1949, 
allocated, either contingently or absolutely, to those 
employees 


(i) in each year that ended at or before the particular 
time, all amounts received in the year by the trustee 
from the employer or from a corporation with which 
the employer does not deal at arm’s length, 


(ii) in each year that ended at or before the particular 
time, all profits for the year from the property of the 
trust (determined without regard to any capital gain 
made by the trust or capital loss sustained by it at any 
time after 1955), 


(iii) in each year that ended after 1971 and at or 
before the particular time, all capital gains and capi- 
tal losses of'the trust for the year, 
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(iv) in each year that ended after 1971, before’ 1993 
and at or before the particular time, 100/15 of the to- 
tal of all amounts each of which is deemed by. sub- 
section (9) to be paid on account of tax under this 
Part in respect of an employee because the employee 
ceased to be a beneficiary under the plan in the year, 
and 


(v) in each year that ended after 1991 and at or 
before the particular time, the total of all amounts 
each of which is an amount that an employee is enti- 
tled to deduct under subsection (9) in computing in- 
come because the employee ceased to be a benefici- 
ary under the plan in the year. 


Subsec. 144(1) substituted by 1994, c. 21, subsec. 68(1), applicable 
to. 1992 et seg. and, where an amount was paid to a person before 
1993 without first-having been allocated to that. person, it shall be 
deemed for the purposes of the subsec. to have been allocated to 
that person. Subsec. 144(1) formerly read: | 


(1) Definition of “employees profit sharing plan” — In this 
section, an “employees profit sharing plan” means an ar- 
rangement under which payments computed by reference to 
an employer’s profits from the employer’s business:or by ref- 
erence to.an employer’s profits from the employer’s business 
and the profits, if any, from the business of.a corporation with 
whom an employer does not deal at arm’s length are made by 
the employer to a trustee in trust for the benefit of officers or 
employees of the employer or of a corporation with whom the 
employer does not deal at arm’s length (whether or not pay- 
ments are also made to the trustee by. the officers or employ- 
ees), and under which the trustee has, since the commence-. 
ment of the plan or the end of 1949, whichever is the later, — 
each year allocated either contingently or absolutely to indi- 
vidual officers. or employees, 


(a) all amounts received by the trustee from the employer 
or from a corporation with whom the employer does not 
deal at arm’s length, 

(b) all profits from the trust property (computed without 
regard to any capital gain made by the trust or capital loss 
sustained by it at any time since the end of 1955), 


(c) all capital gains and capital losses of the trust for taxa- 
tion years ending after 1971, and 


(d) all amounts in respect of which employees who have, 
after 1971, ceased to be beneficiaries under the arrange- 
ment are deemed by subsection (9) to have made a pay- 
ment on account of tax under this Part, 


in such a manner that the total of all those amounts, profits, 
gains and losses, minus such portion thereof as has been paid 
to beneficiaries under the trust, is allocated either contin- 

-gently or absolutely to officers or employees who are benefi- 
ciaries thereunder. 


(2) No tax while trust governed by a plan — 
No tax is payable under this Part by a trust on the 
taxable income of the trust for a taxation year 
throughout which the trust is governed by an em- 
ployees profit sharing plan. 

Related Provisions: 149(1)(p) — Exemption from tax. 


History: Subsec. 144(2) substituted by 1994, c. 21, subsec. 68(1), 
applicable to 1993 et seg. That subsec. formerly read: 


(2) No tax while trust governed by a plan — No tax is pay- 
able under this Part bya trust on the taxable income of the 
trust for a period during which the trust was governed by an 
employees profit sharing plan. 


(3) Allocation contingent or absolute taxa- 
ble — There shall be included in computing the in- 
come for a taxation year of an employee who is a 
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beneficiary under an employees profit sharing plan 
each amount that is allocated to the employee contin- 
gently or absolutely by the trustee under the plan at 
any time in the year otherwise than in respect of 


(a) a payment made by the employee to the 
trustee; 


(b) a capital gain made by the trust before 1972; 


(c) a capital gain of the trust for a taxation year 
ending after 1971; 


(d) a gain made by the trust after 1971 from the 
“disposition of a capital property except to the ex- 

tent that the gain’ is a capital gain described in 

paragraph (c); or 

(e) a dividend received by the trust from a taxable 

Canadian corporation. 


(f) [Repealed] 


Related Provisions: 6(1)(d)—Tnclusion in income from em- 
ployment; 144(8) — Allocation of credit for dividends; 147(11) — 
Portion of receipts deductible where EPSP later becomes a DPSP. 


History: Para. 144(3)(f) repealed by 1994,.c. 21,,.subsec. 68(2), ap- 
plicable to 1992 et seq., except that a taxpayer may. elect that the 
repeal not apply to the taxpayer’s 1992 taxation year by so notifying 
Revenue Canada in writing before the end of December 1994. That 
para. formerly read: 


(f) interest received by the trust. 
Pre-RSC History: Para. 144(3)(f) substituted by 1988, c. 55, sub- 
sec. 129(1), applicable to 1988 et seq. Para. 144(3)(f) formerly read: 
(f) interest, other than any amount referred to in Subsection 
110.1(2), received by the trust. 
Para. 144(3)(f) added by 1976-77, c. 4, subsec. 55(1), applicable to 
1974 et seq. 
Para. 144(3)(e) substituted by 1973-74, c. 14, subsec. 49(1), appli- 
cable to 1972 et seq. 
Regulations: 212 (information return). 
Interpretation Bulletins: IT-379: Employees’ 
plans — allocations to beneficiaries. 


Forms: T4PS Segment; T4PS Summary: Return of allocations and 
payments under employees profit sharing plan; T4PS Supplemen- 
tary; Statement of employees profit sharing plan allocations, and 
payments. 


profit sharing 


(4) Allocated capital gains and losses — Each 
capital gain and capital loss of a trust governed by an 
employees profit sharing plan from the disposition of 
any property shall, to the extent that it is allocated by 
the trust to an employee who is a beneficiary under 
the plan, be deemed to be a capital gain or capital 
loss, as the case may be, of the employee from the 
disposition of that property for the taxation year of 
the employee in which the allocation was made and, 
for the purposes of section 110.6, the property shall 
be deemed to have: been disposed of by the employee 
on the day on which it was disposed of by the trust. 
Related Provisions: 6(1)(d) — Allocations etc. under profit shar- 
ing plan; 39.1(1)“exempt capital gains balance”C(c), 39.1(6) — Re- 
duction in gain to reflect capital gains exemption election. 


History: Subsec. 144(4) amended by 1995, c. 3, s. 42, applicable to 
1994 et seg. Subsec. (4) formerly read: 


(4) Any capital gain of a trust governed by an employees 
profit sharing plan or any capital loss of the trust for a taxa- 
tion year ending after 1971 from the disposition of any. prop- 
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erty shall, to the extent that it has been allocated by the trust 
to an employee who is a beneficiary under the plan, be 
deemed to be a capital gain or capital loss, as the case may 
be, of the employee from the disposition of that property, for 
the taxation year of the employee in which the allocation was 
made. 


Interpretation Bulletins: IT-379: Employees profit sharing 
plans — allocations to beneficiaries, 


(4.1) Idem — Notwithstanding ‘subsection 26(6) of 
the Income Tax Application Rules, where at any time 
before 1976 the trustee of a trust governed by an em- 
ployees profit sharing plan so elects in prescribed 
manner, the trust shall be deemed 


(a) to have, on December 31; 1971, disposed of 
each property owned by the trust on that day. for 
proceeds of disposition equal. to. the fair market 
value of the property on that day, and _ 


(b) to have, on January 1, 1972, reacquired each 
property described in paragraph (a) for. the 
amount referred to in that paragraph, 


if the trustee under the plan has, before 1976, allo- 
cated the total of all capital gains and capital losses 
resulting from the deemed dispositions among the 
employees or other beneficiaries under the plan to 
the extent that the trustee under the plan has not pre- 
viously so allocated them. 


Related Provisions: 54“superficial loss”(c) — Superficial loss 
rule does not apply. 


Regulations: 1500(1) (prescribed manner). 


Interpretation Bulletins: IT-379: Employees profit sharing 
plans — allocations to beneficiaries. 


(4.2) Idem — Where a trust governed by an em- 
ployees profit sharing plan 


(a) was governed by an employees. profit sharing 
plan on December 31, 1971, and the trustee of the 
trust has made an election under.subsection (4.1), 
or 


(b) was not governed by an employees profit 
sharing plan on December 31, 1971, . j 


the trustee of the trust may, in any taxation year after 
1973, elect in prescribed manner and prescribed 
form to treat any capital property of the trust as hav- 
ing been disposed of, in which event the property 
shall be deemed to have been disposed of on any day 
designated by the trustee for procéeds of disposition 
equal to 


(c) the fair market value.of the property on.that 
day, | - 


(d) the adjusted cost base to the trust of the prop- 
erty on that day, or | 


(e) an amount that is neither greater than the 
greater of the amounts determined under 
paragraphs (c) and (d) nor less than the lesser of 
the amounts determined under those paragraphs 


whichever is designated by the trustee and to have 
been reacquired by the trust immediately thereafter 
at a cost equal to. those proceeds. 
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Related Provisions: 54“superficial-loss”(c) — Superficial loss 
rule does not apply. i 


Pre-RSC History: Subsecs. 144(4.1), (4.2) added by 1974-75-76, 
c. 26, s. 98, applicable, as to subsec. 144(4.1), to 1972 et seq., and, 
as to subsec. 144(4.2), to 1974 er seq. . 


Regulations: 1500(2) (prescribed manner). 


Interpretation Bulletins: IT-379: Employees. profit sharing 
plans allocations to beneficiaries. adi, 


Forms: T3009: Election for deemed disposition and reacquisition 
of capital property of a trust governed by an employees profit shar- 
ing plan under subsection 144(4.2). 


(5) Employer’s contribution to trust deducti- 
ble — An amount paid by an employer to a trustee 
under an employees profit sharing plan during a tax- 
ation year or within 120 days thereafter may be de- 
ducted in computing the employer’s income for the 
taxation year to the extent that it was not deductible 
in computing income for a previous taxation year. 
Related Provisions: 12(1)(n) — Benefits from employees ‘profit 
sharing plan — income to employer; 18(1)(k) + Limitation re em- 
ployer’s contribution under profit sharing’ plan; 20(1)(w)  Em- 
ployer’s contribution under profit sharing plan.” F303 


(6) Beneficiary’s receipts deductible — An 
amount received in a taxation year by a beneficiary _ 
from a trustee under an employees profit ‘sharing 
plan shall not be included in computing the benefici- 
ary’s income for the year. 

Related Provisions: 12(1)(n) — Benefits from employees profit 
sharing plan — income: to. employer;, 18(1)(k)(i), 20(1)(w) — De- 
duction. for employer’s contribution, r 


(7) Beneficiary’s receipts that are not deduct- 
ible — Notwithstanding subsection (6), such portion 
of an amount received in a taxation year by a benefi- 
ciary, from the trustee under an employees profit 
sharing plan as cannot be established to. be attributa- 
ble to 


(a) payments made by ‘the employee to the 
trustee, : 


(b) amounts required to be included in computing 
the income of the employee for that or a previous 
taxation year, iaioited 


(c) a capital gain made by the trust before 1972, 


(d) a capital gain made by the trust for a taxation 
year ending after 1971, to the extent allocated by 
the’ trust tothe beneficiary/)*27'4? Gs | 


_ (e).a gain made by the trust after 1971 from. the 
disposition of a capital property, except to the ex- 
tent that the gain is a capital gain made by the 
trust for a taxation year ending after 1971, 


(f) the portion, if any, of the increase in the value 
of property transferred to the beneficiary by. the 
trustee that would have been considered to be a 
capital gain made’ by the trust in 1971 if the trus- 
tee had sold the property on December 31; 1971 
for its fair market value at that time, or. 


(g) a dividend received by the trust from a-taxa- 
ble Canadian corporation other than a dividend 
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described in subsection 83(1), to the extent allo- 
cated by the trust to the beneficiary, 


shall be included in computing the beneficiary’s in- 
come for the year in which the amount was received, 
except that in determining the amount of any pay- 
ments or other things described in any paragraph of 
this subsection, the amount thereof otherwise deter- 
mined shall be reduced by such portion of the total 
of ‘all capital losses of the trust for taxation years 
ending after 1971 as has been allocated by the trust 
to the beneficiary and has not been applied to reduce 
the amount of any payments or other things de- 
scribed in any other paragraph of this subsection. 


Related Provisions: 6(1)(d) — Allocations etc. under profit shar- 
ing plan; 212 — Tax on Canadian income of non-resident persons. 


Pre-RSC History: Para. 144(7)(g) substituted by 1976-77) c: 4, 
subsec. 55(2), applicable in respect of dividends Tece tyes alter May 
25, 1976. Para. 144(7)(g) formerly read: — 


(g) a dividend received by the trust from a taxable Canadian 
corporation, to the extent allocated by ane trust to the 
beneficiary. 


Subsec. 144(7) substituted by 1973-74, c. 14, subsec. 49(2), applica- 
ble to 1972 et seq. 


Interpretation Bulletins: IT-379: Employees profit sharing 
plan — allocations to. beneficiaries. 


Forms: T4PS Segment; T4PS Summary: Return of allocations and 
payments under employees profit sharing plan; T4PS Supplemen- 
tary: Statement of employees profit sharing plan allocations and 
payments. 


(7.1) Where. property other than money 
received by beneficiary — Where, at any partic- 
ular time in a taxation year of a trust governed by an 
employees profit sharing plan, an amount was re- 
ceived by a beneficiary from the trustee under the 
plan and the amount so received was property other 
than money, the following rules apply in respect-of 
each such property so received by the beneficiary at 
the particular time: 


(a) the amount that was the cost amount to the 
trust of the property immediately before the par- 
ticular time shall be deemed to be the trust’s pro- 
ceeds of disposition of the property; and 


(b) that proportion of 


(i) such portion of the amount received by the 
beneficiary as can be established to be attribu- 
table to the payments or other things de- 
scribed in paragraphs (7)(a) to (g) (on the as- 
sumption that the amount of any payments or 
other things described in any such paragraph 
is the amount thereof determined as provided 
in subsection (7)) 


that 


(ii) the cost amount to the trust of the property 
immediately before the particular time 
is of 


(iii) the cost amounts to the trust of all proper- 
ties, other than money, so received by the ben- 
eficiary at the particular time, 
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is, subject to paragraph (c), deemed to be 


(iv) the cost to the beneficiary of the property, 
and 


(v) for the purposes of subsection (7) but not 
~ for the purposes of this subsection, the amount 

so received by the beneficiary by virtue of the 

receipt by the beneficiary of the property. 


(c) where a particular property received is all or a 
portion of property received in satisfaction of all 
or a portion of the beneficiary’s interests in the 
trust and the beneficiary files with the Minister 
on or before the beneficiary’s filing-due date for 
the taxation year that includes.the particular time 
an election in respect of the particular property in 
prescribed form, there shall be included in the 
cost to the beneficiary of the particular property 
determined under paragraph (b) the least of 


(i) the amount, if any, by which the unused 
portion of the beneficiary’s exempt capital 
gains balance in respect of the trust at the par- 
ticular time exceeds the total of all amounts 
each of which is an amount included because 
of this paragraph in the cost to the beneficiary 
of another property received by the benefici- 
--ary at or before the particular time in the year, 


(ii) the amount, if any, by which the fair mar- 
ket value of the particular property at the par- 
ticular time exceeds the amount deemed by 
subparagraph (b)(iv) to be the cost to the ben- 
eficiary of the particular property, and 

(iii) the amount designated in the election in 
respect of the particular property. 


Related Provisions: 39.1(1)“exempt capital gains bal- 
ance” F(a) — Exempt capital gains balance of flow-through entity. 


History: The portion of para. 144(7.1)(b) between subparas. (iii) 
and (iv) amended, para. 144(7.1)(c) added, by 1998, c. 19, subsec. 
169(3), (4); the portion applicable to 1994 et seq., para. (c) applica- 
ble to 1994 et seqg., and a prescribed form filed under para. 
144(7.1)(c) before January 1999 is deemed to be filed on time. The 
portion of para. 144(7.1)(b) between. subparas. (iii) and (iv) for- 
merly read: 


shall be deemed to be 
Pre-RSC History: Subsec. 144(7.1) added by 1973-74, c. 14, 
subsec. 49(3), applicable to 1972 et seq. 


Interpretation Bulletins: IT-379: Employees profit sharing 
plan — allocations to. beneficiaries. 

Forms: T4PS Segment; T4PS Summary: Return of allocations and 
payments under employees profit sharing plan; T4PS Supplemen- 
tary: Statement of employees profit sharing plan allocations and 
payments. 


(8) Allocation of credit for dividends — Where 
there has been included in'computing the income of 
a trust for a taxation year during which the trust was 
governed by an employees profit sharing plan taxa- 
ble dividends from taxable Canadian corporations 
and there has been allocated by the trustee under‘ the 
plan for the purposes of this subsection an amount 
for the year to one or more of the employees who are 
beneficiaries under the plan, which amount or the to- 
tal of which amounts does not exceed the amount of 
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the taxable dividends so included, each of the em- 
ployees who are beneficiaries under the plan shall be 
deemed to have received a taxable dividend from a 
taxable Canadian corporation equal to the lesser of 


(a) the amount, if any, that would be included in 
computing the employee’s income for the year by 
virtue of this section, if this section. were read 
without reference to paragraph (3)(e), and 


(b) the amount, if any, so allocated for the. pur- 
poses of this subsection to the employee. 


Interpretation Bulletins: IT-379; Employees’ i sharing 
plans — allocations to beneficiaries. 


(8.1) Foreign tax deduction — For the purpose 
of subsection 126(1), the following rules apply: 


(a) such portion of the income for a taxation year 
of a trust governed by an employees profit .shar- 
ing plan from sources (other than businesses car- 
ried on by it) in a foreign country as 


(i) may reasonably .be considered (having re- 
gard to ail the circumstances including the 
terms and conditions of the plan) to be part of 


(A) the income that, by virtue of subsec- 
tion (3), was included in computing the in- 
come for a taxation year of a particular 
employee who was a beneficiary under the 
plan, or 


(B) the amount, if any, by which 


(I) the total of amounts each of which is 
a capital gain of the trust that, by virtue 
of subsection (4), was deemed to be a 
capital gain of the particular PAM Cote 
for a taxation year 


exceeds 


(II) the total of amounts each of which 
is a capital loss of the trust that, by vir- 
tue of subsection (4); was deemed to be 
a capital loss of the particular employee 
for the taxation year, and 


(ii) was not designated by the trust in respect 
of any other employee who was a Pangan 
under the plan, 


shall, if so designated by the trust in. respect ‘af 
the particular employee in its return of income for 
the year under this Part, be deemed to be income 
of the particular employee for the taxation BORE 
from sources in that country; and 


(b) an employee who is a beneficiary under an 
employees profit sharing plan shall be deemed to 
have paid as non-business-income tax for 4 taxa- 
tion year, on the income. that the employee is 
deemed by paragraph (a) to have for the year 
from sources in a foreign country, to the govern- 
ment of that country an amount equal to that pro- 
portion of the non-business-income tax paid by 
the trust governed by the plan for the year to the 
government of that.country, or to the government 
of a state, province or other political subdivision 
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_ of that country (except such portion Of that tax as 
was deductible under subsection 20(11) in com- 
puting its income for the year) that. 


(i) the income that the employee is: feethed by 
paragraph (a) to have for the Sate! eta 
“sources in that country ) ehttSon 


is of 


(ii) the income of the trust for the year from 
sources (other than businesses batsital on by 
it) in that country. 


Pre-RSC History: Subsec. 144(8.1) substituted by 1973+ 14, ¢. 44, 
subsec. 49(4), applicable to 1972 et seq. 


(8.2) [Repealed] 


History: Subsec., 144(8.2) repealed by, 1994, c. 21, subsec. 68(3), 
applicable to 1992 et seq., except that.a taxpayer may elect that the 
repeal not apply to the taxpayer’s 1992 taxation year by so notifying 
Revenue Canada in writing before the end of December 1994. That 
subsec. formerly read: 


(8.2) Allocation of interest income deduction — Where in- 
terest has been included in computing the income of a trust 
for a taxation year during which the trust was governed by an 
employees profit sharing plan, and there has been allocated 
by the trustee under the plan for the purposes of this subsec- 
tion an amount for the year to one or more:of the employees 
who are beneficiaries under the plan, which amount or the . 
total of which amounts does not exceed the amount of the 
interest so included, each of the employees who are benefi= © 
ciaries under the plan shall be deemed to have received inter- 
est equal to the lesser of 


(a) the amount, if any, that would be includéd in comput- 
ing the employee’s income for the year by virtue of ‘this? 
section, if this section were read-without reference to par- 
agraph (3)(f), and 


(b) the amount, if any, so allocated sia the PyRposes of , 
this subsection.to the employee. 


Pre-RSC History: That portion of subsec. 144(8.2) sae ahh 
para. (a) substituted by 1988, c. 55, subsec. 129(2), applicable:to 
1988 et seg. That portion formerly read: 


(8.2), Allocation of interest income HIM RH deal ay 
there has been included in computing the income of a trust for 
a taxation year during which the trust was governed by an 
employees profit sharing plan, interest, other than any amount 
referred to in subsection 110.1(2), and theré has béen Allo- 
cated by the trustee under the plan for the purposes of this 
subsection an amount for the year to one or more of the em- 
ployees who are’ beneficiaries under the plan, which amount 
or the aggregate of which amounts does not exceed the 
amount of such interest so included, each of the employees 
who are beneficiaries under the plan shall be deemed to have 
received interest equal to the lesser of - 


Subsec. 144(8.2) added. by 1976-77, c. 4, Subeki 55(3), apiplicable 
to 1974 et seq. 


Interpretation Bulletins: IT-87R2: Policyholders’ dedane from 
life insurance policies. 


(9) Deduction for forfeited amounts be Whi 
a person Ceases at any time in a taxation year to be a 
beneficiary under an employees profit sharing plan 
and does not become a beneficiary under the plan af- 
ter that time and in the year, there may be deducted 
in computing the person’s income for the year the 
amount determined by the formula 
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—-D 


where 


A is the total of all amounts each of which is an 
amount included in computing the person’s in- 
come for the year or a preceding taxation year 
(other than an amount received before that time 
under the plan or an amount under the plan that 
the person is entitled at that time to receive) be- 
cause of an allocation (other than an allocation to 
which subsection (4) applies) to the person made 
contingently under the plan before that time; 


B is the portion, if any, of the value of A that is 
included in the value of A because of paragraph 
82(1)(b); 


C is the total of all taxable dividends deemed to be 
received by the person because of allocations 
under subsection (8) in respect of the plan; and 


D is the total of all amounts deductible under this 
subsection in computing the person’s income for 
a preceding taxation year because the person 
ceased to be a beneficiary under the plan in a pre- 
ceding taxation year. 


Related Provisions: 8(1)(0.1)— Deduction from employment 
income; 144(3) — Allocation contingent or absolute taxable; 
144(10) — Payments out of profits; 152(1) — Assessment; 
160.1 — Where excess refunded; 257 — Formula cannot calculate 
to less than zero. 


History: Subsec. 144(9) substituted by 1994, c. 21, subsec. 68(4), 
applicable to 1992 et seg., except that a taxpayer may elect that the 
subsec. not apply to the taxpayer’s 1992 taxation year by notifying 
Revenue Canada in writing before the end of December 1994. That 
subsec. formerly read: 


(9) Refunds — For the purposes of section 164, where an 
employee who is a beneficiary under an employees profit 
sharing plan ceases, at any time in a taxation year, to be a 
beneficiary thereunder, and it is established that 


(a) there has been included in computing the income of 
the employee for that or a previous taxation year an 
amount by virtue of any allocation made to the employee 
contingently by the trustee under the plan prior to the 
time the employee ceased to be a beneficiary thereunder, 
and 


(b) the employee has not at any time received that 
amount from the trustee under the plan.and is not, under 
the plan, entitled to receive that amount, 


the employee shall be deemed to have made, at the time the 
employee ceased to be a beneficiary under the plan, a pay- 
ment equal to 15% of that amount on account of tax under 
this Part for the taxation year in which the employee ceased 
to be a beneficiary under the plan. 


(10) Payments out of profits — Where the terms 
of an arrangement under which an employer makes 
payments to a trustee specifically provide that the 
payments shall be made “out of profits”, the arrange- 
ment shall, if the employer so elects in prescribed 
manner, be deemed, for the purpose of subsection 
(1), to be an arrangement under which payments 
computed by reference to the employer’s profits are 
required. 
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History: Subsec: 144(10) substituted by 1994, c. 21, subsec. 68(4), 
applicable to 1992 et seg. That subsec. formerly read: 


(10) Payments out of profits — Where the terms of .an-ar- 
rangement under which an employer makes payments to a 
trustee specifically provide that the payments shall be made 
“out of profits”, the arrangement shall, if the employer has so 
elected in prescribed manner, be deemed, for the purpose of 
subsection (1), to be an arrangement for payments “computed 
by reference to an employer’s profits from the employer’s 
business”. 


Regulations: 1500(3) (prescribed manner). 


Interpretation Bulletins: IT-280R: Employees’ profit sharing 
plans — payments computed by reference to profits. 


(11) Taxation year of trust —- Where an employ- 
ees profit sharing plan is accepted for registration by 
the Minister as a deferred profit sharing plan, the 
taxation year of the trust governed by the employees 
profit sharing plan shall be deemed to have ended 
immediately before the plan is deemed to have. be- 
come registered as a deferred profit sharing plan pur- 
suant to subsection 147(5). 


Related Provisions [s. 144]: 147(6) — DPSP is not an EPSP. 


Definitions [s. 144]: “adjusted cost base” — 54, 248(1); 
“amount”, “business” — 248(1); “Canadian corporation” — 89(1), 
248(1); “capital gain”, “capital loss” —- 39(1), 248(1); “capital 
property” — 54, 248(1); “corporation” — 248(1), Jnterpretation Act 
35(1); “dividend”, “employee” — 248(1); “employees profit shar- 
ing plan” — 144(1), 248(1); “employer”, “Minister”, “officer”, 
“prescribed”, “property” — 248(1);. “province” — Interpretation 
Act 35(1);. “taxable Canadian corporation” — 89(1), 248(1); “taxa- 
ble capital gain” — 38(a), 248(1); “taxable dividend” — 89(1), 
248(1); “taxable income” — 2(2), 248(1); “taxation year” — 
144(11), 249; “trust” — 104(1), 248(1); “unused portion of a bene- 
ficiary’s exempt capital gains balance” — 144(1). 


Information Circulars [s. 144]: 77-1R4: Deferred profit sharing 
plans; 79-8R3: Forms to use to directly transfer funds to or between 
plans, or to purchase an annuity. 


Registered Supplementary 
Unemployment Benefit Pians 


145.-(1) Definitions — In this section, 


“registered supplementary unemployment benefit 
plan” means a supplementary unemployment benefit 
plan accepted by, the Minister for registration for the 
purposes of this Act in respect of its constitution and 
operations for the taxation year under consideration; 


Related Provisions: 248(1)“registered supplementary unemploy- 
ment benefit plan” — Definition applies to entire Act. 


Pre-RSC History: The definition “registered supplementary. un- 
employment benefit plan” was para. 145(1)(a). 


Forms: T3S: Supplementary unemployment benefit plan informa- 
tion and income tax return. 


“supplementary unemployment benefit plan” 
means an arrangement, other than an arrangement in 
the nature of a superannuation or pension fund or 
plan or an employees profit sharing plan, under 
which payments are made by an employer to a trus- 
tee in trust exclusively for the payment of periodic 
amounts to employees or former employees of the 
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employer who are or may be laid off for any tempo- 
rary or indefinite period. ) 


Pre-RSC History: The definition “supplementary unemployment 
benefit plan” was para. 145(1)(b). 


Information Circulars: 72-5R: Registration of supplementary un- 
employment benefit plans; 78-14R2: Guidelines for trust companies 
and other persons responsible for filing. 


(2) No tax while trust governed by plan — No 
tax is payable under this Part by a trust on the taxa- 
ble income of the trust for a period during which the 
trust was governed by a registered supplementary 
unemployment benefit plan. 


Related Provisions: 149(1)(q) — Exemption — trust under a 
registered supplementary unemployment benefit plan. 


Forms: T3S: Supplementary unemployment benefit plan informa- 


tion and income tax return. 


(3) Amounts received taxable — There shall be 
included in computing the income of a taxpayer for a 
taxation year each amount received by the taxpayer 
under a supplementary unemployment benefit plan 
from the trustee under the plan at any time in the 
year. | 


Related Provisions: 56(1)(g) — Income inclusion — supplemen- 
tary unemployment benefit plan; 153(1)(e) — Withholding; 
212(1)(k) — Withholding tax on payment to: non-tesident. 


(4). Amounts received on amendment or 
winding-up of plan — There shall be included in 
computing the income for a taxation yéar of a tax- 
payer who, as an employer, has made any payment 
to a trustee under a supplementary unemployment 
benefit plan, any amount received by the taxpayer in 
the year as a result of an amendment to or modifica- 
tion of the plan or as a result of the termination or 
winding-up of the plan. 

Related Provisions: 56(1)(g) — Supplementary unemployment 
benefit plan; 153(1)(e) — Withholding; 212(1)(k) — Withholding 
tax on payment to non-resident. 


(5) Payments by employer deductible — An 
amount paid by an employer to a trustee under a reg- 
istered supplementary unemployment benefit plan 
during a taxation year or within 30 days thereafter 
may be deducted in computing the employer’s in- 
come for the taxation year to the extent that it was 
not deductible in computing income for a previous 
taxation. year. aby 

Related Provisions: 6(1)(a)(i) — Employer’s contribution is not 
a taxable benefit; 18(1)(i) — Limitation re employer’s contribution 


under supplementary unemployment benefit plan; 20(1)(x)— De- 
duction for employer’s contribution. Bij 


Definitions [s. 145]: “amount”, “employee” — 248(1): “employ- 
ees profit sharing plan” — 144(1), 248(1); “employer”,. “Minis- 
ter” — 248(1); “taxable income” — 2(2), 248(1); “taxation year” — 
249; “taxpayer” — 248(1); “trust” — 104(1); 248(1). 


Registered Retirement Savings Plans 


146. (1) Definitions — In this section, 
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“annuitant”? means 


(a) until such time after maturity of the plan as an 
individual’s spouse becomes entitled, as a conse- 
quence of the individual’s death, to receive bene- 
» fits to be paid out of or under: the plan, the indi- 
vidual referred to in paragraph (a) or (b) of the 
definition “retirement savings plan” in this: sub- 
section for whom, under a retirement savings 
plan, a retirement income is to be provided, and 


(b) thereafter, the spouse referred to in paragraph 
(a); 3 anid F 
Related Provisions: 60(1) — Transfer of RRSP premium re- 
funds; 146(16) — RRSP — deduction on transfer of funds; 
160.2(1) — Joint and: several liability in respect:of amounts ré- 
ceived out of or under RRSP; 248(8) — Occurrences as a conse- 

quence of death. 
History: Para. (a) of the definition “annuitant” in subsec. 146(1) 
amended by 1998, c. 19, subsec. 170(1), applicable to taxation years 
that end after November 1991. Para. (a) formerly read: 
(a) until such time after maturity of the plan as his or her 
spouse becomes entitled, as a consequence of the spouse’s 
death, to. receive benefits to be paid out of or under. the plan, 
the individual referred to in. paragraph (a) or (b) of the defini- 
tion “retirement, savings plan” in this subsection for whom, 
under a retirement savings plan, a retirement income is to-be 
provided, and 
Pre-RSC History: The definition “annuitant” was para. 
146(1)(a). 
Para. 146(1)(a) substituted by 1979, c. 5, subsec. 46(1), applicable 
after June 29, 1978. Para. (a) formerly read: 
(a) “annuitant” means the individual referred to in subpara- 
graph (j)(1) or (11) for whom, under a retirement Savings plan, 
a retirement income is to be provided; bis 
Para. 146(1)(a) substituted by 1977-78, c. 32, subsec. 34(1), Para, 
146(1)(a) formerly read: 
(a)_ “annuitant” means an individual. referred to in. subpara- 
graph ()G)_or (ii) to whom, under.a retirement savings plan, 
any annuity for life is agreed to be paid or is to be provided; 
Information Circulars: 72-22R9: Registered retirement savings 
plans. 


“benefit” includes any amount received out of or 
under a retirement savings plan other than 


(a) the portion thereof received by a person other 
than the annuitant that can reasonably be re- 
garded as part of the amount included in comput- 
ing the income of an annuitant by virtue of sub- 
sections (8.8) and (8.9), 


(b) an amount received by the pérson with whom 
the annuitant has the contract or arrangement de- 
scribed in, the definition “retirement savings plan” 
in this subsection as.a premium under the plan, 


(c) an amount, or part thereof, received in respect 
of the income of the trust under the plan for a tax- 
ation year for which the trust was not. exempt 
from tax by virtue of paragraph (4)(c), and 


({c.1) a tax-paid amount described in paragraph 
(b) of the definition “‘tax-paid..amount’” in. this 
subsection that. relates. to. interest. or another 
amount included in computing income otherwise 
than because of this section 
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and without restricting the generality of the forego- 
ing includes any amount paid to an annuitant under 
the plan 


(d) in accordance with the terms of the plan, 


(e) resulting from an amendment to or modifica- 
tion of the plan, or 


(f) resulting from the termination of the plan; 


Related Provisions: 160.2(1) — Joint and several liability in re- 
spect of amounts received out of or under RRSP. 


History: Para. (c.1) added to the: definition “benefit” in subsec. 
146(1) by 1998, c. 19, subsec. 170(2), applicable to deaths occur- 
ring after 1992. 


Pre-RSC History: The definition “benefit” was para. 146(1)(b). 
See Table of Concordance. 


Para. 146(1)(b) substituted by 1979, c. 5, subsec. 46(2), applicable 
after June 29, 1978. Para. (b) formerly read: 


(b) “benefit” includes any amount received out of or under a 
retirement savings plan otherwise than as a premium and 
without restricting the generality of the foregoing includes 
any amount paid to an annuitant under the plan 


(1) in accordance with the terms of ‘the plan, 


(ii) resulting from an amendment to or modification of 
the plan, or 


(iii) resulting from the termination of the plan; 


Para. 146(1)(b) substituted by 1974-75-76, c. 26, subsec. 99(1), ap- 
plicable to 1972 et seq. 


Advance Tax Ruling: ATR-37: Refund of premiums transferred 
to spouse. 


“earned income” of a taxpayer for a taxation year 
means the amount, if any, by which the total of all 
amounts each of which is 


(a) the taxpayer’s income for a period in the year 
throughout which the taxpayer was resident in 
Canada from 


(i) an office or employment, determined with- 
out reference to paragraphs 8(1)(c), (m) and 
(m.2), 


(11) a business carried on by the taxpayer ei- 
ther alone or as a partner actively engaged in 
the business, or 


(ili). property, where the income is derived 
from the rental of real property or from royal- 
ties in respect of a work or invention of which 
the taxpayer was the author or inventor, 


(b) an amount included under paragraph 56(1)(b), 
(c), (c.1), (c.2), (g) or (0) in computing. the. tax- 
payer’s income for a period in the year, through- 
out which the taxpayer was resident in Canada, 


(b.1) an amount received by the taxpayer in the 
year and at a time when the taxpayer is resident 
in Canada as, on account of, in lieu of payment of 
or in satisfaction of, a disability pension under 
the Canada Pension Plan or a provincial pension 
plan as defined in section 3 of.that Act, 
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(c) the taxpayer’s income for.a period in the year 
throughout which the a ee was not resident 
in Canada from 


(i) the duties of an office or employment per- 
formed by the taxpayer in Canada, determined 
without reference to paragraphs 8(1)(c), (m) 
and (m.2), or 


(1), a business carried on by the taxpayer in 
Canada, either alone or as a partner actively 
engaged in the business 


except to the extent that the income is exempt 
from income tax in Canada by reason of a provi- 
sion contained in a tax convention or agreement 
with another country that has the force of law in 
Canada, or 


(d) in the case of a taxpayer described in subsec- 
tion 115(2), the total that would be determined 
under paragraph 115(2)(e) in respect of the tax- 
payer for the year if 


(i) that paragraph were read without reference 
to subparagraphs 115(2)(e)(iii) and (iv), and 


(ii) subparagraph 115(2)(e)(i) were read with- 
out any. reference therein to paragraph 
56(1)(n), 


except any part thereof included in the total deter- 
mined under this definition by reason of para- 
graph (c) or exempt from income tax in Canada 
by reason of a provision contained in a tax con- 
vention or agreement with another country that 
has the force of law in Canada, 


exceeds the total of all amounts each of which is 


(e) the taxpayer’s loss for a period in the year 
throughout which the taxpayer was resident in 
Canada from 


(i) a business carried on by the taxpayer, ei- 
ther alone or as a partner actively engaged in 
the business, or 


(11) property, where the loss is sustained from 
the rental of real property, 


(f) an amount deductible under paragraph 60(b), 
(c) or (c.1), or deducted under paragraph 60(c.2), 
in computing the taxpayer’s income for the year, 


(g) the taxpayer’s loss for a period in the year 
throughout which the taxpayer was not resident 
in Canada from a business carried on by the tax- 
payer in Canada, either alone or.as a partner ac- 
tively engaged in the business, or 


(h) the portion of an amount included under sub- 
paragraph (a)(ii) or (c)(ii) in determining the tax- 
payer’s earned income for the year because of 
subparagraph 14(1)(a)(v) 


_ and, for the purposes of this definition, the income or 


loss of a taxpayer for any period in a taxation year is 
the taxpayer’s. income or loss computed as though 
that period were the whole taxation year; 
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History: Para. (b.1) of the definition “earned income” in subsec. 
146(1) amended by 1998, c. 19, subsec. 37(3), applicable to 
amounts received after 1994, Para. (b.1) formerly read: 


(b.1) an amount described in paragraph 56(8)(a) received by 
the taxpayer in the year, where the taxpayer was resident in 
Canada at the time of receipt, 


Para. (h) added by 1998, c. 19, subsec. 170(3), applicable to 1995 er 
seq. 

Para. (b) of the definition “earned income” in subsec. 146(1) 
amended to add reference to para. 56(1)(c.2), para. (b.1). added and 
para. (f) amended to add “, or deducted under paragraph 60(c.2)”, 
by 1994, c. 7, Sch. VIII (1993, C. rate subsecs. 82(1) and (2), appli- 
cable to 1991 et seq. 


Pre-RSC History: The definition 
146(1)(c). See Table of Concordance. 


Para. 146(1)(c) substituted by 1990, c. 35, subsec. 13(1), applicable 
to 1988 et seq. except that 


“earned income” was para. 


(a) in its application to the 1988 taxation year, the para. shall be 
read as follows: 


“(c) “earned income” of a taxpayer for a taxation year 
means the amount, if any, by which the aggregate of all 
amounts each of which is 


(i) the taxpayer’s income for the year from 


(A) an office or employment, determined with- 
out reference to paragraph 8(1)(m), 


(B) the carrying on of a business either alone or 
as a partner actively engaged in the business, or 


(C) property, where such income is derived from 
the rental of real property or from royalties in re- 
spect of a work or invention of which the tax- 
payer was the author or inventor, or 


(ii) an amount included in computing the taxpayer’s 
income for the year 


(A) under paragraph 56(1)(b), (6). (CL). (2). oF 
(0), this section or subsection 147(10) or (15), or 


(B) as a superannuation or pension benefit, retir- 
ing allowance or death benefit. 


exceeds the aggregate of all amounts each of which: is 
(ii) the taxpayer’s loss for the year from 


(A) the carrying on of a business. either alone or 
as a partner actively engaged in the, business, or 


(B) property, where such loss is sustained from 
the rental of real property, or 


(iv) an amount deductible in computing the tax- 
payer’s income for the year under paragraph 60(b), 
(c), (c.1), G),-G-01), (Gj.1), (k), () or (m) or subsection 
(6) or (7);” and 


(b) in its application to the 1989 taxation year, the para. shall be 
read as follows: 


“(c) “earned income” of a taxpayer for.a taxation year 
means the amount, if any, by which the aggregate of all 
amounts each of which is 


(1) the taxpayer’s income for the year from 


(A).an office or employment, determined with- 
out reference to paragraphs 8(1)(c), (m) and 
(m.2), 


(B) the carrying on of a business either alone or 
as a partner actively engaged in the business, or 


(C) property, where such income is derived from 
the rental of real property or from royalties in re- 
spect of a work or invention of which the tax- 
payer was the author or inventor, or 
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(ii) an amount included: in computing the taxpayer’s” 
income for the year 


(A) under paragraph 56(1)(b), (c), (c.1), (g). or 
(0), this section or subsection 146.3(5). or 
147(10) or (15), 


(B) as a superannuation or pension benefit, retir- 
ing allowance or death benefit 


exceeds the aggregate of all amounts each of which is 
(iii) the taxpayer’s loss for the year from 


(A) the carrying on of a business either alone or 
as a partner actively engaged in the business, or 


(B) property, where such loss is sustained ftom 
the rental of real property, or 


(iv) an amount deductible under paragraph 60(b), (c), 
(c.1), G), G-1)s G.2), Gd, () or (m) or subsection (6) 
or (7) in computing the taxpayer’s income for the 
year;” 


Para. 146(1)(c) formerly read: 
(c) “earned income” means the aggregate of 


(i) salary or wages, superannuation or pension benefits, 
retiring allowances, death benefits, royalties in respect of 
a work or invention of which the taxpayer was the author 
or inventor, amounts included in computing the income 
of the taxpayer by virtue of paragraph 56(1)(b) or (c), 
amounts received by the taxpayer from a trustee under a 
supplementary unemployment benefit plan, amounts in- - 
cluded in computing the income of the taxpayer by virtue 
of this section and amounts included in computing the in- 
come of the taxpayer by virtue of subsections 146,.2(6), 
and 147(10) and (15), 


(ii) income from the carrying on of a business either 
alone or as a partner actively engaged in the business, 


(iii) rental income from real property and 


(iv) amounts deductible under paragraph 8(1)(m) in com- 
puting the income of the taxpayer, 


minus 


(v) losses from the carrying on of a business either alone 
or as a partner actively engaged in the business, 


(vi) losses from the rental of real property, and 


(vii) amounts deductible under paragraphs 60(j), G.1), () 
or (m) or under subsection (6) or (7) in computing the 
income of the taxpayer; 


Subpara. 146(1)(c)(iv) amended to substitute ‘ ‘paragraph 8(1)(m)” 
for “paragraph 8(1)(1) or (m)”, by 1988, c. 55, subsec. 130(1), appli- 
cable to 1988 et seq. 


Subpara. 146(1)(c)(vii) amended by 1980-81-82-83, c. 140; subsec. 
98(1) to add a reference to paragraphs “60(j.1), (1)” applicable to 
1981 et seq. except that for the 1981 and 1982 taxation years, sub- 
para. 146(1)(c)(vii) shall be read without a reference to para. 60(1). 


Subpara. 146(1)(c)(i) substituted by 1974-75-76, c. 26, subsec. 
99(2), applicable to 1974 et seg., to add reference to subsec. 
146.2(6). 


Para. 146(1)(c) substituted by 1973-74, c. 14, subsec..50(1), appli- 
cable to 1972 et seq. 


Selected Cases [subsec. 146(1)“earned income”]: De 
Giorgio v. Canada, {1996} 2 C.T.C. 2038 (TCC) (Reported income 
from company constituted “earned income”); Goldstein v. Canada, 
[1995] 2 C.T.C. 2036 (TCC) (Income retains its character as it 
flows through partnership); Switzer v. Canada, [1995] 1 C.T.C. 
2928 (TCC) (Royalties in appropriate circumstances may be vatned 
income). 


Interpretation Bulletins: IT-377R: Director’s, executor’s or ju- 
ror’s fees; IT-434R: Rental of real property by individual. 
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1.T. Technical News: No. 11 (reporting of amounts paid out of an 
employee benefit plan). 


Forms: T1023: RRSP deduction limit — calculation of earned 
income. 


“issuer” means the person referred to in the defini- 
tion “retirement savings plan” in this subsection with 
whom an annuitant has a contract or arrangement 
that is a retirement savings plan; 


Pre-RSC History: The definition was para. 146(1)(c.1). 


Para. 146(1)(c.1) added by 1980-81-82-83, c. 140, subsec. 98(2), 
applicable after November 12, 1981. 


“issuer” 


“maturity” means the date fixed under a retirement 
savings plan for. the commencement of any retire- 
ment income the payment of which is provided for 
by the plan; 

Pre-RSC History: 7he definition “maturity” was para. 146(1)(d). 


Para, 146(1)(d) substituted by, 1977-78, c. 32, subsec, 34(2 
stitute “retirement income” for “annuity”. 


), to sub- 


“net past service pension adjustment” of a tax- 
payer for a taxation year means the positive or nega- 
tive amount determined by the formula 


P+Q-G 
where 


P.. is the total of all amounts. each of which is. the 
taxpayer's past service pension adjustment for the 
year in respect of an employer, 


Q is the total of all amounts each of which 1s‘a pre- 
scribed amount in respect of the taxpayer for the 
year, and 


G is the amount of the taxpayer s PSPA withdraw- 
als for the year, determined as of the end of the 
year in accordance with prescribed rules; 


Related Provisions: 204.2(1.3) — Net past service pension ad- 
justment for purposes of Part X.1 tax; 257 — Formula cannot calcu- 
late to less than zero. 


History: The portion of the definition “net past service pension ad- 
justment” before the description of G in subsec. 146(1) substituted 
by 1994, c. 21, subsec. 69(1), applicable to 1993 et seg. That por- 
tion of the definition formerly read: 


“net past service pension adjustment” of a taxpayer for a tax- 
ation year means the, positive or negative amount determined 
by the formula 


PG 
where 


P is the total of all amounts each of which is the taxpayer’s 
past service pension adjustment for the year in respect of 
an employer, and 


All that portion of the definition of “net past service pension adjust- 
ment” preceding the description of G amended by 1994, c. 7, Sch. 
VHT (1993, c. 24), subsec. 82(3), applicable after 1988. That portion 
formerly read: 


“net past service pension adjustment” of a taxpayer for a tax- 
ation year means the amount determined by the formula 


KF +1G) 
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where. 


P is the total of all amounts each of which is the taxpayer’s 
past service pension adjustment for the year in respect of 
an employer, 


F is the-amount of the taxpayer’s PSPA transfers for the 
year, determined as of the end of the year in accordance 
with prescribed rules, and 


Pre-RSC History: The definition “net past service pension adjust- 
ment” was para. 146(1)(d.1). See Table of Concordance. 


Para. 146(1)(d.1). added Dy, 1990. Civ 3 3. subsec. {3(2), applicable 
after 1988. 


Regulations: 8307(5) (prescribed rules); 8308.4(2) (prescribed 
amount for the description of Q). 


“non-qualified investment”, in relation to a trust 
governed by a registered retirement savings plan, 
means property acquired by the trust after 1971 that 
is not a qualified investment for the trust; 


Pre-RSC History: The definition “non-qualified investment” was 
para. 146(1)(e). 


‘premium’, means: any periodic or other amount 
paid or payable under a retirement savings plan 


(a) as consideration for any contract referred to in 
paragraph (a) of the definition “‘retirement sav- 
ings plan” to pay a retirement income, or 


(b) as a contribution or deposit referred to in par- 
agraph (b) of that definition for the purpose stated 
in that paragraph 


but, except for the purposes of paragraph (b) of the 
definition “benefit” in this subsection and paragraph 
(2)(b.3), does not include a repayment described in 
subparagraph (b)(i1) of the definition “excluded 
withdrawal” in subsection 146.01(1) or an amount 
designated under subsection 146.01(3); 

Related Provisions: 60() — Transfer of superannuation bene- 


fits; 609.01) — Transfer of surplus; 604.2) — Transfer to spousal 
RRSP; 60(1) — Transfer of RRSP premium refunds. 


History: The closing words of the definition “premium” in subsec. 
146(1) amended by 1995, c. 3, subsec. 43(1), applicable to 1995 et 
seq. The closing words formerly read: 


but, except for the purposes of paragraph (b) of the definition 
“benefit” and paragraph (2)(b.3), does not include a repay- 
ment described in subparagraph (b)(ii) of the definition “ex- 
cluded withdrawal” in ‘subsection 146.01(1) or designated 
under subsection 146.01(3); 


The definition “premium” in subsec. 146(1) amended by 1994, c. 7, 
Sch. VIII (1993, c. 24), subsec. 82(4), to delete “in this subsection” 
from after “retirement savings plan” in para. (a) and to add that por- 
tion following para. (b), applicable to 1992 et seq. 


Pre-RSC History: The definition “premium” was para. 146(1)(f). 
Subpara. 146(1)(f)(ii) substituted by 1980-81-82-83, c. 40, subsec. 


_ 96(1), in force December 1, 1980, to add “or deposit”. 


Subpara. 146(1)(f)(i) substituted by 1977-78, c. 32, subsec. 34(3). 
Subpara. 146(1)(f)() formerly read: 


(i) as consideration for any agreement referred to in subpara- 
graph (j)(i) to pay an annuity, or 


Regulations: Reg. 100(3)(c) (no source withholding where pre- 
mium is paid by employer directly to RRSP). 


Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 
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“qualified investment” for a trust governed*by a 
registered retirement savings plan means 


(a) an investment that would be described in any 
of paragraphs (a), (b), (d) and (f) to (h) of the def- 
inition “qualified investment” in section 204 if 
the references in that definition to a trust were 
read as references to the trust governed by the 
registered retirement savings plan, 


(b) a bond, debenture, note or similar obligation 
of a corporation the shares of which are listed on 
a prescribed stock exchange in Canada, — 


(c) an annuity described in, the definition “retire- 
ment income” in respect of the annuitant under 
the plan, if purchased ays a licensed annuities 
provider, 


(c.1) a contract for an annuity issued by a li- 
censed annuities provider where 


(1) the trust is the only person who, disregard- 
ing any subsequent transfer of the contract by 
the trust, is or may become entitled to any an- 
nuity payments under the contract, and 


(ii) the holder of the contract has a right to 
surrender the contract at any time for an 
amount that would, if reasonable sales and ad- 
ministration charges. were ignored, approxi- 
mate the value of funds that could otherwise 
be applied to fund future periodic payments 
under the contract, 


(c.2)..a. contract for an annuity issued by a: li- 
censed annuities provider where 


(i) annual or more frequent periodic payments 


are or may be made under the contract to the» 


holder of the contract, 


(ii) the trust is the only person who, disregard 
ing any subsequent transfer of the contract by 
the trust, is or may become entitled to any an- 
nuity payments under the contract, 


(iii) neither the time nor the amount of any 
payment under the contract may vary because 
of the length of any life, other than the life of 
the annuitant under the plan (in this definition 
referred to as the “RRSP annuitant’), 


(iv) the day on which the periodic payments 
began or are to begin (in this paragraph -re- 
ferred to as the “start date’) is not later than 
the end of the year in which the RRSP annui- 
tant attains 70 years of age, 


(v) either 


(A) the periodic payments are payable for 
the life of the RRSP annuitant and either 
there is no guaranteed period under the 
contract. or there is a guaranteed period 
that begins at the start date and. does not 
exceed a term equal to 90 years” minus the 
lesser of 


(1). the age.in whole years at..the. start 
date of the RRSP annuitant (determined 


Income Tax Act, Part I 


on the assumption that the RRSP:annui+ 
tant is alive at the start date); and 

(II) the age in whole years at the’ start 
date of a spouse of the RRSP annuitant 
(determined on the assumption that.a 
spouse of the RRSP annuitant at the 
time the contract was acquired is a 
spouse of the RRSP annuitant at the 
start date), or 


(B) the periodic payments are pingal for 
a term equal to 


(I) 90 years minus the age described in 
subclause (A)(1), or 


(II) 90 years minus the age described in 
subclause (A)(II), and 


(vi) the periodic payments 
(A) are equal, or 


(B) are not equal solely because of one or 
more adjustments that would, if the con- 

. tract..were an annuity under a retirement 
savings plan, be in accordance with sub- 
paragraphs (3)(b)(iii) to (v) or that arise 
because of a uniform reduction in the enti- 
tlement to the periodic payments as a con- 
sequence of a partial surrender of rights’ to 
the periodic payments, and 


(d) such other investments as may be prescribed 
by regulations of the Governor in Council made 
on the recommendation of the Minister of 
Finance; 


Related Provisions: 87(10) — New share issued: on amalgama- 
tion of public corporation deemed to be listed on prescribed, stock 
exchange; 132.2(1)(k) — Where share ceases to be qualified invest- 
ment due to mutual fund reorganization; 207.1(1) — Tax payable 
by RRSP. 


History: Para. (c) of the definition “qualified investment” in ‘gub- 
sec. 146(1) amended by 1998, c. 19, subsec. 170(4), and add paras. 
(c.1) and (c.2), applicable after 1996. Para. (c) formerly read: 


(c) an annuity described in the definition “retirement income” 
in this subsection in respect of the annuitant under the plan. if 
purchased’ from a person licensed or’ otherwisé authorized 
under the laws of Canada or a province to carry on in'Canada 
an annuities business, and 


Pre-RSC History: The definition 
para.146(1)(g). 

Subpara. 146(1)(g)(iii) substituted by. 1980-81-82-83,.c.. 140, sub- 
sec, 98(3) applicable ‘after June: 29, 1978, to substitute “paragraph 
(i.1)” for “subparagraph (2)(a)(ii)”. 

Selected Cases [subsec. 146(1) “qualified sth a 
The Queen y. Epstein, [1984] C.T.C..270 (FCTD) (Mortgage ac- 
quired from company controlled by taxpayer was arm’s, length 
transaction and qualified investment for RRSP). 


“qualified emasteenti was 


Regulations: 221 (information return by issuer of qualified invest- 
ment); 3200, 3201 (prescribed stock exchanges; but see also ITA 
87(10)); 4900, 4901, 5100-5104 (prescribed investments). 


I.T. Application Rules: 65(1), (3). 
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Interpretation Bulletins: IT-320R2: Registered retirement sav- 
ings plans — qualified investments. 


Forms: T3F: Investments prescribed to be qualified or not to be 
foreign property information return. 


“RRSP deduction limit” of a taxpayer for a taxa- 
tion year means the amount determined by the 
formula 

A+B+R-C 
where 


A is the taxpayer’s unused RRSP deduction room at 
the end of the preceding taxation year, 


B is the amount, if any, by which 
(a) the lesser of the RRSP dollar limit for the 


year and 18% of the taxpayer’s earned income — 


for the preceding taxation year 
exceeds the total of all amounts each of which is 


(b) the taxpayer’s pension adjustment for the 
preceding taxation year in respect of an em- 
ployer, or 


(c) a prescribed amount in respect of the tax- 
payer for the year, 


C is the taxpayer’s net past service pension adjust- 
ment for the year, and 


R_ is the taxpayer’s total pension adjustment reversal 
for the year; 


Related Provisions: 128(2)(d) — Where individual bankrupt; 
146(5) — Amount of RRSP premiums deductible; 146(5.1) — 
Amount of spousal RRSP premiums deductible; 146(5.21) — Anti- 
avoidance; 204.1(2.1)— Tax payable by individuals — contribu- 
tions after 1990; 248(1)“RRSP deduction limit” — Definition ap- 
plies to entire Act; 257— Formula cannot calculate to less than 
zero; Reg. 8307(2) — Prescribed condition for registered pension 
plan. 


History: The definition “RRSP deduction limit” in subsec. 146(1) 
amended by 1998, c. 19, subsec. 37(1), applicable after 1988 except 
that, for taxation years before 1998, the description of “R” shall be 
read as “Ris nil”. The definition formerly read: 


“RRSP deduction limit” of a taxpayer for a taxation year 
means the amount determined by the formula 


A+B-—C 
where 


A. is the taxpayer’s unused RRSP: deduction room at the end 
of the immediately preceding taxation year, 


B _ is the amount, if any, by which the lesser of the RRSP 
dollar limit for the year and 18% of the taxpayer’s earned 
income for the immediately preceding taxation year ex- 
ceeds the total of all amounts’each of which is the tax- 
payer’s pension adjustment for the immediately preced- 
ing taxation year in respect of an employer, or a 
prescribed amount in bese of the taxpayer for the year, 
and 


C is the taxpayer’s net past service pension adjustment for 
the year; 
Pre-RSC History: The definition “RRSP deduction limit” was 
para. 146(1)(g.1). See Table of Concordance. 


Para. 146(1)(g.1) added by 1990, c. 35, subsec. 13(3), applicable 
after 1988. 


Regulations: 8308(2), 8308.2, 8308:4(2). 
amount). 


8309 (prescribed 
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Forms: Tl General Sched. 7: RRSP contributions, transfers and 
designations of repayments under the home buyers’ plan; T452: No- 
tice of Assessment with calculation of RRSP contribution limit; 
T1023: RRSP deduction limit — calculation of earned income. 


“RRSP dollar limit” for-a calendar year means 


(a) for years other than 1996, the money purchase 
limit for the preceding year, and 


(b) for 1996, $13,500; 


Related Provisions: 204.2(1.1) — Cumulative excess amount in 
respect of RRSPs; 248(1)“RRSP dollar limit” — Definition applies 
to entire Act. 


History: The definition “RRSP dollar limit” in. subsec. 146(1) 
amended by 1996, c. 21, s..34, applicable after. 1995, It formerly 
read: 

“RRSP dollar limit” for a calendar year means the money 
purchase limit for the immediately preceding calendar year; 
Pre-RSC History: The definition “RRSP dollar limit” was. para, 

146(1)(g.2). 


Para. 146(1)(g.2) added by 1990, c. 35, subsec. 13(3), applicable 
after 1988. 


“refund of premiums” means 


(a) any amount paid to a spouse of the annuitant 
out of or under a registered retirement savings 
plan of the annuitant (other than any part of the 
amount that is a tax-paid amount in respect of the 
plan), where the annuitant died before the matur- 
ity of the plan and the amount was paid as a con- 
sequence of the death, or 


(b) if the annuitant had no spouse at the time of 
the annuitant’s death, any amount paid out of or 
under a registered retirement savings plan of the 
annuitant (other than any part of the amount that 
is a tax-paid amount in respect of the plan) after 
the death to a child or grandchild (in this defini- 
tion referred to as a ““dependant’’) of the annui- 
tant, who was, at the time of the death, financially 
dependent on the annuitant for support, 


and for the purpose. of paragraph (b), it is assumed, 
unless the contrary is established, that a dependant 
was not financially dependent on the annuitant for 
support at the time of the annuitant’s death if the in- 
come of the dependant for the taxation year preced- 
ing the taxation year in which the annuitant died ex- 
ceeded the amount used under paragraph (c) of the 
description of B in subsection 118(1) for that preced- 
ing year; 

Related Provisions: 146(8.9) — Effect of death where person 


other than spouse becomes entitled; 146.3(1)‘designated benefit” — 
Application of definition to RRIFs; 248(8) — Occurrences as a con- 


sequence of death. 


History: Paras. (a) and (b) of the definition “refund of premiums” 


. in subsec. 146(1) amended by 1998, c. 19, subsec. 170(5), applica- 


ble to deaths occurring after 1992. Paras. (a) and (b) formerly read: 


(a) any amount paid to a spouse of the annuitant out of or 
under a registered retirement savings plan of the annuitant, 
where the annuitant died before the maturity of the plan and 
that amount was paid as a consequence of the death, or 


(b) if the annuitant had no spouse at the time of the annui- 
tant’s death, any amount paid out of or under a registered re- 
tirement savings plan of the annuitant after the death to a 
child or grandchild (in this definition referred to as a “depen- 
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dant”) of the annuitant, who was, at the time of the death, 
financially dependent:on the annuitant for support, 


Paras, (a) and (b) of the definition of “refund of premiums” in sub- 
sec. 146(1) substituted by 1994, c. 21, subsec. 69(2), applicable to 
deaths occurring after 1992. Those paras. formerly read: 


(a) any amount paid to a spouse of the annuitant, as a conse- 
quence of the annuitant’s death, out of or under a registered 
retirement savings plan of the annuitant prior to its maturity, 
or 


(b) if the annuitant had no spouse at the time. of the annui- 
tant’s death, any amount paid out of or under a registered re- 
tirement savings plan of the annuitant to a child or grandchild 
(in this definition referred to as a “dependant”) of the annui- 
tant, who was, at the time the annuitant died, financially de- 
pendent on the annuitant for support, 


All that portion of the definition “refund of premiums” in subsec. 
146(1) following para. (b) substituted by 1994, c. 7, Sch. VII (1992, 
c. 48), s. 13, applicable to 1993 et seq. That portion formerly read: 


and for the purpose of paragraph (b), it shall be assumed, un- 
less the contrary is established, that a dependant was not fi- 
nancially dependent on the annuitant for support at the time 
of the annuitant’s death if 


(c) any person other than the annuitant was permitted a 
deduction under paragraph 118(1)(d) in respect of the de- 
pendant in computing that other person’s tax payable 
under this Part for the taxation year immediately preced- 
ing the taxation year in which the annuitant died, or 


(d) the income of the dependant for the year referred to in 
paragraph (c) exceeded $5,000; 


Pre-RSC History: The definition “refund of premiums” was para. 
146(1)(h). See Table. of Concordance. 


Subpara. 146(1)(h)(ii) substituted by 1990, c. 35, subsec. 13(4), ap- 
plicable to 1989 et seg. Subpara. (1)(h)(ii) formerly read: 


(ii) if the annuitant had no spouse at the time of his death, 
such portion of the aggregate of amounts paid out of or under 
all registered retirement savings plans of the annuitant to his 
child or grandchild (in this paragraph referred to as his “de- 
pendant’), who was at the time the annuitant died financially 
dependent on him for support, as does not exceed (except in 
the case of a dependant who was dependent on the annuitant 
by reason of physical or mental infirmity) the amount ob- 
tained when $5,000 is multiplied by the amount by which 26 
exceeds the number that is the age in whole years of that de- 
pendant at the time the annuitant died 


Subpara. 146(1)(h)(iii) substituted by 1988, c. 55, subsec. 130(2), 
applicable to 1988 et seg. Subpara. 146(1)(h)(iii) formerly read: 


(ili) any person other than the annuitant was permitted a de- 
duction under paragraph 109(1)(d) in respect of the depen- 
dant in computing his taxable income for the year immedi- 
ately preceding the year in which the annuitant died, or 


Para. 146(1)(h) substituted by 1979, c. 5, subsec. 46(3), applicable — 


in respect of deaths occurring after June 29, 1978. Para. 146(1)(h) 
formerly read: 


(h) “refund of premiums” — means any amount paid or pay- 
able under a retirement savings plan, on or after the death of 
the annuitant thereunder in the event of his death before ma- 
turity, as or on account of 


(i) a return of premiums, 
(ii) reasonable interest on premiums, or 


(111) a share or interest in or a bonus out of profits or 
gains; 


Income Tax Act, Part I 


Para. 146(1)(h) substituted by 1977-78, c: 32, subsec. 34(4), to re- 
peal all that portion following subpara. (iii). That portion formerly 
read: 
and for the purpose of this definition, “premiums” includes 
payments made to a retirement savings plan by, the pts of 
the annuitant thereunder; 


Subpara. 146(1)(h)(iii) substituted ‘and ‘all that portion following 
subpara. (iii) added by 1976-77, c. 4, subsec. 56(1), applicable on 
and after January 1, 1974. Subpara. 146(1)(h)(iii) formerly read: 
(iii) a share or interest in or a bonus out of profits or gains; 
Interpretation Bulletins: IT-500R: RRSPs — death of an 
annuitant. 
Information Circulars: 79-8R3: Forms to use to directly transfer 
funds to or between plans, or to purchase an annuity. 


Advance Tax Ruling: ATR-37: Refund of premiums transferred 
to spouse. 


“registered retirement savings “ate means a fre- 
tirement savings plan accepted by the Minister for 
registration for the purposes of this Act as complying 
with the requirements of this ‘section; 

Related Provisions: 206(2), 206.1 — Tax payable by a trust gov- 
erned by RRSP; 207.1(1) — Tax payable by RRSP; 207.2 — Re- 
turn and payment of tax by RRSP; 248(1)‘‘registered retirement sav- 
ings plan” — Definition applies to entire Act. 

Pre-RSC History: The definition 
plan” was para. 146(1)(i). 
Interpretation Bulletins: IT-415R2: Deregistration of RRSPs: 
IT-528: Transfers of funds between registered ‘plans. 


“registered retirement savings 


“retirement income” means 


(a) an annuity commencing at maturity, and with 
or without a guaranteed term commencing at ma- 
turity, not exceeding the term referred to in para- 
graph (b), or, in the case of a plan entered into 
before March 14, 1957, not exceeding 20 years, 
payable to 

(i) the annuitant for the annuitant’s life, or 


(ii) the annuitant for the lives, jointly, of the 
annuitant and the annuitant’s spouse and to 
the survivor of them for the survivor’s life, or 


(b) an annuity commencing at maturity, payable 
to the annuitant, or to the annuitant for the annui- 
tant’s life and to the spouse after the annuitant’s 
death, for a term of years equal to 90 minus either 


(i) the age in whole years of the annuitant at 
the maturity of the plan, or 


: (ii) where the annuitant’s spouse is younger 
than the annuitant. and the annuitant so elects, 
the age in whole years of the spouse at the 
maturity of the plan, 

issued by a person described in the definition “re- 
tirement savings plan” in this subsection with 
whom an individual may have a contract or ar- 
rangement that is a retirement savings plan, 

or any combination. thereof; 


Pre-RSC History: The definition “retirement income” was para. 
146(1)(i.1). See Table of Concordance. 


Para. 146(1)(i.1) added by 1977-78, c. 32, subsec. 34(5). 


Information Circulars: 72-22R9: Registered retirement: savings 
plans; 74-1R5: Form T2037, Notice of purchase of annuity with 
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“plan” funds; 79-8R3: Forms to use to directly transfer funds to or 
between plans, or to purchase an annuity. 


Forms: T2037: Notice of purchase of annuity with “plan” funds. 


“retirement savings plan” means 


(a) a. contract between an individual and a person 
licensed or otherwise authorized under the laws 
of Canada or a province to carry on in Canada an 
annuities business, under which, in consideration 
of payment by the individual or the individual’s 
spouse of any periodic or other amount as consid- 
eration under the contract, a retirement income 
commencing at maturity is to be provided for the 
individual, or 


(b) an arrangement under which payment is made 
by an individual or the individual’s spouse 


- (i) in trust to a corporation licensed or other- 
wise authorized under the laws of Canada or a 
province to carry on in Canada the business of 
offering to the public its services as trustee, of 
any periodic or other amount as a contribution 
under the trust, 


(1i) to a corporation approved by the Governor 
in Council for the purposes of this’ section that 
is licensed or otherwise authorized under the 
laws of Canada or a province to issue invest- 
ment contracts providing for the payment to 
or to the credit of the holder thereof of a fixed 
or determinable amount at maturity, of any 
periodic or other amount as a contribution 
under such a contract between the individual 
and that corporation, or 


(ili). as a deposit with a branch.or office, in 
Canada, of 


_(A) a person who is, or is eligible to be- 
come, a member of the Canadian Pay- 
ments Association, or 


(B) a credit union that is a shareholder or 
member of a body corporate referred to as 
a “central” for the purposes of the Cana- 
dian Payments Association Act, 


(in this section referred to’ as a “depositary’’) 


to be used, invested or otherwise applied by that 
corporation or that depositary, as the case may 
be, for the purpose of providing for the individ- 
ual, commencing at maturity, a retirement 
income; 

Related Provisions: 248(1)‘retirement savings plan” — Defini- 


tion applies to entire Act; 252(4)(a) — Extended meaning of 
“spouse”’: 


Pre-RSC History: The dopbition 
para. 146(1)(j). 


Cl. 146(1)G)(C) added and that portion following substituted ‘by 
1980-81-82-83, c. 40, subsec. 96(2), in force December 1, 1980. 
That portion formerly. read: 


‘retirement savings plan” was 


to be used, invested or otherwise applied by that corporation 
resident in Canada or that investment corporation, as the case 
may be, for the purpose of providing for the individual, com- 
mencing at maturity, a retirement income. 


S. 146(1) spo 


Para. 146(1)(j) substituted by 1977-78, c. 32; subsec. 34(6). Para. 
146(1)G) formerly read: 


(j) “retirement savings plan” — means 


(i) a contract between an individual and a person licensed 
or otherwise authorized under the-laws of Canada or a 
province to carry on in Canada an annuities business, 
under which, in consideration of payment by the individ- 
ual of any periodic or other amount as. consideration 
under the contract, that person agrees to pay to the indi- 
vidual, commencing at maturity, an annuity for life, or 


(ii) an arrangement under which payment is made by an 
individual © 


(A) in trust to a corporation licensed or otherwise au- 
thorized under the laws of Canada or a province to 
carry, on in Canada the business of offering to the 
public its services as trustee, of any periodic or other 
amount as a contribution under the trust, or 


(B) to a corporation approved ‘by the Governor in 
Council for the purposes of this section that is li- 
censed or otherwise authorized under the laws of 

- Canada or a province to issue investment contracts 
providing forthe. payment to or-to the credit of the 
holder thereof of a fixed or determinable amount at 
maturity, of any periodic or other amount as a contri- 
bution under any such contract between the individ- 
ual and that corporation, 


to be used, invested or otherwise applied by that corporation 
resident in Canada or that investment corporation, as the case 
may be, for the purpose of providing to the individual, com- 
mencing at maturity, an annuity for life. ) 


Information Circulars: 72-22R9: Registered retirement savings 


_ plans; 74-1R5 — Form T2037: Notice of purchase of annuity with 


“plan” funds; 78-14R2 — Guidelines for. trust companies’ and 
others; 79-8R3: Forms to use to directly transfer funds to or be- 
tween plans, or to purchase an annuity. 


Forms: T4RSP Segment; T4RSP Summ: Return of RRSP income; 
T4RSP Supp: Statement of RRSP income; T3R-G — RRSP: Group 
information return; T3R-Ind: RRSP individual information ‘return 
and income tax return. 


“spousal plan’, in relation to a taxpayer, means 
(a) a registered retirement savings plan 


(i) to which the taxpayer has, at a time when 
the taxpayer’s spouse was the annuitant r under 
the plan, paid a premium, or 


(ii) that has received a payment out of or a 
transfer from a registered retirement savings 
plan or a registered retirement income fund 
that was a spousal plan in relation to the tax- 
payer, or : 


(b) a registered retirement income fund that has 
received, a payment out of or a transfer from a 
spousal plan in relation to the taxpayer; 


Related Provisions: 74.5(12)— Application; 146(5.1) — 
Amount of spousal RRSP; ,146(8.3)— Spousal. RRSP payments; 
146. 3. De included in income; 252(4)(a) — Extended 
meaning of “spouse”. 


Pre-RSC History: The definition 
146(1)(k). See Table of Concordance. 


Para. 146(1)(k) added by 1990, c.35, subsec. 13(5), applicable after 
1988. 


“spousal plan” was para. 
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“tax-paid amount” paid to a person in respect of a 
registered retirement saving plan means 


(a) an amount paid to the person in respect of the 
amount that would, if this Act were read without 
reference to subsection 104(6), be income of a 
trust governed by the plan for a taxation year for 
which the trust was subject to tax because of par- 
agraph (4)(c), or 


(b) where 


(i) the plan is a deposit with a depositary re- 
ferred to in clause (b)Gui)(B) of the definition 
“retirement savings plan” in this subsection, 
and» 


(11) an amount is received at any time out of or 
under the plan by the person, 


the portion of the amount that can reasonably be 
considered to relate to interest or another amount 
in respect of the deposit that was required to be 
included in computing the income of any person 
(other than the annuitant) otherwise than because 
of this section; 

Related Provisions: 146(1)“benefit’(c.1) — Whether tax-paid 

amount is a “benefit”; 146(1)“refund of premiums” — Exclusion of 

tax-paid amount; 146(8.9) — RRSP income inclusion on death; 


146.3(5)(c) — Tax-paid amount from RRIF excluded from income; 
146.3(6.2) — RRIF income inclusion on death. 


History: The definition “tax-paid amount” added to subsec. 146(1) 
by 1998, c. 19, subsec. 170(6), applicable to deaths See ae 
1992. 


“unused RRSP deduction room” of a taxpayer at 
the end of a taxation year means, 


(a) for taxation years ending before 1991, nil, and 


(b). for taxation years that end after 1990, the 
amount, which can be positive or negative, deter- 
mined by the formula 


A. +B+R-—-(C+D) 
where 


A is.the taxpayer’s unused RRSP deduction 
room at the end of the preceding taxation 
year, 

B_ is the amount, if any, by which 


(i) the lesser of the RRSP. dollar limit for 
the year and 18% of the taxpayer’s earned 
income for the preceding taxation year 


exceeds the total of all amounts each of which 
1S 
(ii) the taxpayer’s pension adjustment for 
the preceding taxation year in respect of an 
employer, or ) 
(iii) a prescribed amount in respect of the 
taxpayer for the year, 


C is the taxpayer’s net past service pension. ad- 
justment for the year, 


D is the total of the amounts deducted by the 
taxpayer under subsections (5) and (5.1) and 
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paragraph 60(v) in computing the taxpayer’s 
income for the year, and 


R is the taxpayer’s total pension a sea ré- 
versal for the year. 


Related Provisions: 128(2)(d), (d. 2) — Where individual ane 
rupt; 146(1) RRSP deduction limit; 146(5.21) — Anti-avoid- 
ance; 204.2(1.1)— Cumulative excess° amount re RRSPs;: 
248(1)“unused RRSP deduction room” — Definition applies to. en- 
tire. Act;.257 — Formula cannot calculate to less than zero. 


History: Para. (b) of the definition “unused RRSP deduction room” 
in subsec. 146(1) amended 1998, c, 19, subsec. 37(2), applicable 
after 1988 except that, for taxation years before 1998, the descrip- 
tion of “R” shall be read as “R is nil”. Para. (b) formerly read: 


(b) for taxation years that end after 1990, 


(i) the amount, which can be positive « or Sa deter- 
mined wk the formula 


A+B-(C+D) 
where 


A__.is the taxpayer’s unused RRSP deduction room at the 
end of the immediately preceding taxation year, 


_B_ is the amount, if any, by which the lesser. of the 
RRSP dollar limit for the year and 18% of the tax- 
payer’s earned income for the immediately preceding 
taxation year exceeds the total of all amounts each of 
which is the taxpayer’s pension adjustment-for the 
immediately preceding taxation year in respect of an 
employer, or.a prescribed amount in, respect of the 
taxpayer for the year, 


C. is the taxpayer’s net past service pension adjustment 
for the year, and 


D__ is the total of the amounts deducted by the taxpayer 
under subsections (5) and (5.1) and paragraph 60(v) 
in computing the taxpayer’s income for the year. 


(1) [Repealed] 


The opening words of para. (b) of the definition “unused RRSP de- 
duction room” in subsec. 146(1) amended, and subpara: (b)(ii) re- 
pealed, by 1997, c. 25, subsecs. 41(1), (2), applicable April 25, 
1997. The opening words of para. (b), and subpara. (b)(ii), formerly 
read: 


(b) for taxation years ending after 1990, the lesser of 


(i1) the greater of 


(A) the total of all amounts each of which is the 
amount, determined in respect of a particular taxa- 
tion year that is the year.or such of the.six taxation 
years immediately preceding the year as end after 
1990, that is the lesser of 18% of. the taxpayer’s 
earned income for the taxation year immediately pre- 
ceding the particular taxation year and the RRSP dol- 
lar limit for the particular taxation. year, and 


(B) ‘2 of the RRSP dollar limit for the year: 


Pre-RSC History: The definition “unused RRSP. deduction room”: 
was para..146(1)(1).. See Table. of Concordance. 


Para. 146(1)(1) added by 1990, c. 35, subsec. 13(5), appligeble after 
1988. 


Regulations: 8308(2), 8308.2, 8308.4(2) (oiescrthed amount). 


Forms: T1 General Sched. 7:, RRSP contributions, transfers and 
designations of repayments under the home buyers’ plan. 
Selected Cases [subsec. 146(1)]: Osborn v. Canada; [1995] 2 
C.T.C. 2215 (TCC) (Non-vested pension amounts treated as if 
vested for purposes of RRSP contribution limit); Re Gero, [1979] 
C.T.C. 309 (FCTD) (RRSP funds of taxpayer indebted to Crown not 
exempt from seizure). 
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Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans; IT-307R3: Spousal registered retirement 
savings plans; IT-415R2: Deregistration of RRSPs. 


(1.1) [Repealed] 


History: Subsec. 146(1. 1) repealed by 1994, c. 7, Sch. VII (1993, 
c. 24), subsec. 82(5), applicable after 1992. [See now subsec. 
252(4).] Subsec. (1.1) formerly read: 


(1.1) Definition of “spouse” — For the purposes of the defi- 
DINOS ‘annuitant’, “refund of premiums” and “retirement in- 
come” in Sao tten (1), paragraph (3)(b) and subsections 
(8.8), (8.91) and (16), “spouse” of an individual means a per- 
son of the opposite sex 


(a) who is married to the individual; or 


(b) who is cohabiting with the individual in a conjugal 
relationship and 


(i) has:so cohabited for a period of at least one year, 
or 


(ii) is a parent of a child of whom the individual is a 
parent. 


Pre-RSC History: Subsec. 146(1.1) added by 1990, c. 35, subsec. 
13(6), applicable after 1987. 


(2) Acceptance of plan for registration — The 
Minister shall not accept for registration for the pur- 
poses of this Act any retirement savings plan unless, 
in the Minister’s opinion, it complies with the fol- 
lowing conditions: 


(a) the plan does not provide for the payment of 
any benefit before maturity except 


(i) a refund of premiums, and 
(ii) a payment to the annuitant; 


(b) the plan does not provide for the payment of 
any benefit after maturity except 


(i) by way of retirement income to the 
annuitant, 


(ii) to the annuitant in full or partial commuta- 
tion of retirement income under the plan, and 


(i11) in respect of a commutation referred to in 
paragraph (c.2); 


(b.1) the plan does not provide for a payment to 
the annuitant of a retirement income except by 
way of equal annual or more frequent periodic 
payments until such time as there is a payment in 
full or partial commutation of the retirement in- 
come and, where that commutation is partial, 
equal annual or more frequent periodic payments 
thereafter; 


(b.2) the plan does not provide for periodic pay- 
ments in a year under an annuity after the death 
of the first annuitant, the total of which exceeds 
the total of the payments under the annuity in a 
year before that death; 


(b.3) the plan does not provide for the payment of 
any premium after maturity; 


(b.4) the plan does not provide for maturity after 
the end of the year in which the annuitant attains 
69 years of age; 


S. 146(2) 


(c) the plan provides that retirement income 
under the plan may not be assigned in whole or in 
part; 


(c.1) notwithstanding Sr coon (a), the plan per- 
mits the payment of an amount to a taxpayer 
where the amount is paid to reduce the amount of 
tax otherwise payable under Part X.1 See the 
taxpayer; 

(c.2) the plan requires the commutation of each 
annuity payable thereunder that would otherwise 
become payable to a person other than an annui- 
tant under the plan; 


(c.3) the plan, where it involves a depositary, in- 
cludes provisions stipulating that 


(i) the depositary has no right of offset as re- 
gards the property held under the plan in con- 
nection with any debt or obligation owing to 
the depositary, and 


(ii) the property held under the plan cannot be 
pledged, assigned or in any way alienated as 
security for a loan or for any purpose other 
than that of providing for the annuitant, com- 
mencing at maturity, a retirement income; 


(c.4) the plan requires that no advantage, other 
than 


(i) a benefit, 

(1.1) an amount described in paragraph (a) or 
(c) of the definition “benefit” in subsection 
(1), 

(ii) the payment or allocation of any amount 
to the plan by the issuer, 


(iii) an advantage from life insurance in effect 
on December 31, 1981, or 


(iv) an advantage derived from the provision 
of administrative or investment services in re- 
spect of the plan, 


that is conditional in any way on the existence of 
the plan may be extended to the annuitant or to a 
person with whom the annuitant was not dealing 
at. arm’s length; and 


(d) the plan in all other respects complies with 

regulations of the Governor in Council made on 

the recommendation of the Minister of Finance. 
Related Provisions: 146(3) — Minister may accept plan despite 
certain other conditions; 146(12) — Change in plan after registra- 
tion; 146(13.1) — Effect of extending an advantage; 146(13.2) — 
Where pre-1997 plan does not mature by age 69; 204.2(1.2) — Un- 
deducted RRSP premiums. 


History: Para. 146(2)(b.4) amended by 1997, c. 2 
applicable after 1996, except that 


5; ‘subsec. 41(3), 


(a) the amended para. does not apply to a retirement savings 
plan accepted. for registration before 1997; 


(b) the amended para. does not apply to a retirement savings 
plan where the annuitant under the plan attained 70 years of age 
before 1997; 

(c) in applying the para. to a retirement savings plan where the 
annuitant under the plan attained 69 years of age in 1996, the 
reference to “69 years of age” shall be read as “70 years of 
age”. 
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Para. (b.4) formerly read: 


(b.4) the plan does not provide for maturity after the end- of 
the year in which the annuitant attains 71 years of age; 


Pre-RSC History: Subparas. 146(2)(c.4)(i)-Gi) substituted for 
subparas. 146(2)(c.4)(i), (ii) by 1990, c.:39, subsec. 36(1), applica- 
ble with respect to advantages extended after 1988. Subparas. 
(c.4)(i), (ii) formerly read: 


(i) a benefit or an amount that would, but for subparagraphs 
(1)(b)(Gi) and (iii) be a benefit, 


(11) an advantage arising from the registration as a retirement 
savings plan of the savings portion of a life insurance policy, 


Para. 146(2)(c.1) substituted by 1990, c. 35, subsec. 13(7), applica- 
ble after 1990. Para. (2)(c.1) formerly read: 


(c.1) the plan provides for the payment of all or part of 


(i) an excess amount for a year in respect of registered 
retirement savings plans, within the meaning assigned by 
subsection 204:2(1), or 


(ii) the excess referred to in subsection (8.2); 


Paras. 146(2)(a) to (c.1) substituted by 1986, G. O95 subsec. 56(1), 
applicable to 1986 et seg. Those paras. formerly read: 


(a) the plan does not 


(i) provide for the payment of any benefit before matur- 
ity, except by way of 


(A) a refund of premiums, or 
(B) a payment of all or part of 


(1) an excess amount for a year in respect of reg- 
istered retirement savings plans, within the 
meaning assigned by subsection 204.2(1), or 


(ID) the excess referred to in subsection (8.2) 


but not exceeding the aggregate of amounts referred 
to in paragraphs 204.2(1)(a) and (b) paid to the plan 
in the year, or 


(ii) provide for the payment of any benefit after maturity 
except by way of a retirement income; 


(b) the plan does not 


(1) provide for the payment of any amount by way of an- 
nuity for life except 


(A) equal annual or more frequent periodic amounts 
throughout the lifetime of the annuitant, and 


(B) equal annual or more frequent periodic amounts 
(not exceeding the corresponding annual or other pe- 
riodic amounts referred to in clause (A)) throughout 
the period, if any, after the death of the annuitant, for 
which payment of the annuity is provided for by the 
plan, 


(i.1) provide for the payment of any amount by way of 
annuity that is not an annuity for life, except equal annual 
or more frequent periodic amounts, 


(ii) provide for the payment of any premium after matur- | 
ity, or 


(11) provide for maturity before the earliest of such times 
as 


(A) the annuitant attains 60 years of age; 


(B) the annuitant or his spouse receives a disability 
pension under the Canada Pension Plan or a provin- 
cial pension plan as defined in section 3 of that Act, 
or 


(C) where the spouse of the annuitant has died, the 
annuitant receives a survivor’s pension under ‘the 
Canada Pension Plan or a provincial pension plan‘as 
defined in section 3 of that Act, or 
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after the end of the year in which the annuitant attains 71 
' years of age; 


(c) the plan includes a provision stipulating that no annuity 
payable thereunder to an annuitant under the plan is capable 
either in whole or in part of surrender, commutation or 
assignment; ee ‘ 


(c.1) the plan includes a provision for the payment of all or 
part of the amount described in clause (a)(i)(B); 


Para. 146(2)(c.4) added by 1980-81-82-83, c. 140, subsec. 98(4), 


applicable by 1984, c. 1, s. 113 (deemed in force on March 30, 
1983) to plans issued after March 1983. 


Para. 146(2)(c.3) added by 1980-81-82-83, c. 40, subsec. 96(3), in 
force December 1, 1980. 


| Cl, 146(2)(a)G)(B), paras. 146(2)(c), (c.2), subpara. 146(2)(b)(ii1) 


substituted by 1979, c. 5, subsecs. 46(4)-(7), applicable, as to cl. 
146(2)(a)G)(B), to 1977 et seg., as to subpara. 146(2)(b)(iii) and 
para. 146(2)(c), after June 29, 1978, and, as to para. 146(2)(c.2), to 
1979 et seq. Cl. (a)(i)(B), subpara. (b)(ii1), paras. (c), (c.2) formerly 
read: 


(B) a payment of all or part of an excess amount for a year in 
respect of registered. retirement savings plans within the 
meaning that would be assigned by subsection 204.2(1) if that 
subsection were read without reference to paragraph (d) 
thereof, but not exceeding the aggregate of amounts referred: 
to in paragraphs 204.2(1)(a) and (b) paid to the plan in the. 
year, or 


Ae te epg 


(i) provide for maturity before such time as the annuitant 
attains 60 years of age or after the end of the re in which 
the annuitant attains 71 years of age; ~ 


(c) the plan includes a provision stipulating that, except on 
the death of the annuitant, no annuity payable thereunder is 
capable either in whole or in part of surrender, commutation 
or assignment; 


(c.2) the plan provides for the commutation of any annuity 
payable thereunder that would otherwise become payable to a 
person other than his spouse on or after the death of the annu- 
itant; and 


Subparas. 146(2)(a)(ii), (b)G), (i), para. 146(2)(c) substituted, para. 
146(2)(c.2) added, by 1977-78, c. 32, subsecs. 34(7)-(11). Sub- 
paras. (a)(1i), (b)(i), (iii), para. (c) formerly read: 


(i1) provide for the payment of any benefit after maturity, 
except by way of 


(A) an annuity to the annuitant for his life, or 


(B) an. annuity. to. the annuitant for the lives, jointly, 
_ of the annuitant and his spouse and to the survivor of 
them for.his or her life, 


commencing at maturity and with or without a guaran- 
teed term, not exceeding 15 years, or, in the case of a 
plan entered into before the 14th day of March, 1957, not 
exceeding 20 years, commencing at maturity; ~ 


(i) provide for the payment of any amount by way of an- 
nuity except 


(A) equal annual or other periodic amounts through- 
out the lifetime of the annuitant, and 


(B) equal annual or other periodic amounts (not ex- 
ceeding the corresponding annual or other periodic 
amounts referred to in clause (A)) throughout the pe- 
riod, if any, after the death of the annuitant, for 
which payment of the annuity is provided for af the 
plan, 
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(ili) provide for maturity after such time as the annuitant 
attains 71 years of age; 


(c) the plan includes a provision stipulating that no annuity 
payable thereunder is capable either in whole or in part of 
surrender, commutation or assignment; 


Subpara. 146(2)(a)(i) substituted, para. 146(2)(c.1) added by 1976- 
77, c. 4 subsecs. 56(2), (3), applicable, as to subpara. 146(2)(a)(i), to 
1976 et seq. and, as to para. 146(2)(c:1), in respect of plans that are 
registered after the day on which 1976-77, c. 4, is assented to. Sub- 
para. (a)(i) formerly read: 


(i) provide for the payment of any benefit before maturity, 
except by way of a refund of premiums, or 


Selected Cases [subsec. 146(2)]: Gerol v. A.G. Can., [1986] 1 
C.T.C. 75 (Ont. SC) (No Charter violation when maturity date of 
RRSP fixed with reference to age). 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans; IT-307R3: Spousal registered retirement 
savings plans; IT-415R2: Deregistration. of RRSPs. 


Information Circulars: 72-22R9: Registered. retirement savings 
plans; 79-8R3: Forms to use to directly transfer funds to or between 
plans, or to purchase an annuity. 


Forms: T550: Application for registration. 


(3) Idem — The Minister may accept for registra- 
tion for the purposes of this Act any retirement sav- 
ings plan notwithstanding that the plan 


(a) provides for the payment of a benefit after 
maturity by way of dividend; 

(b) provides for any annual or more frequent peri- 
odic amount payable 


(i) to the annuitant referred to in subparagraph 
(a)(ii) of the definition “retirement income” in 
subsection (1) by way of an annuity described 
in paragraph (a) of that definition to be re- 
duced, in the event of the death of the annui- 
tant’s spouse during the lifetime of the annui- 
tant, in such manner as to provide for the 
payment of equal annual or more frequent pe- 
riodic amounts throughout the lifetime of the 
annuitant thereafter, 


(ii) to any person by way of an annuity, to be 
reduced if a pension becomes payable to that 
person under the Old Age Security Act, by an 
annual or other periodic amount not exceeding 
the amount payable to that person in that pe- 
riod under that Act, 


(iii) to any person by way of an annuity, to be 
increased or reduced depending on the in- 
crease or reduction in the value of a specified 
group of assets constituting the assets of a 
separate and distinct account or fund main- 
tained in respect of a variable annuities busi- 
ness by a person licensed or otherwise author- 
ized under the laws of Canada or a province to 
carry on in Canada that business, 

(ili.1) to any person by way of an annuity 
under a contract that provides for the increase 
or reduction of the annuity in accordance only 
with a change in the interest rate on which the 
annuity is based, if the interest rate, as in- 


S. 146(3) 


creased or reduced, equals or approximates a 
generally available Canadian market interest 
rate, 


(iv) that may be adjusted annually to reflect 


(A) in whole or in part increases in the 
Consumer Price Index, as published by 
Statistics Canada under the authority of the 
Statistics Act, or 


(B) increases at a rate specified in the an- 
nuity contract, not exceeding 4% per an- 
num, or 


(v) to the annuitant by way of an annuity to be 
increased annually to the extent the amount or 
rate of return that would have been earned on 
a pool of investment assets (available for 
purchase by the public and specified in the an- 
nuity contract) exceeds an amount or rate 
specified in the plan and provides that no 
other increase may be made in the amount 
payable; 
(c). [Repealed under former Act] 


(d) provides for the payment of any amount after 
the death of an annuitant thereunder; 


(€) is adjoined to a contract or other arrangement 
that is not a retirement savings plan; or 


(f) contains such other terms and provisions, not 
inconsistent with this section, as are authorized or 
permitted by regulations of the Governor in 
Council made on the recommendation of the 
Minister of Finance. 


Related Provisions: 60(1)(ii) — Transfer of RRSP premium re- 
funds; 172(3) — Appeal from refusal to register. 


Pre-RSC History: Para. 146(3)(c) repealed by 1986, c. 55, subsec. 
56(2), applicable to 1986 et seg.. Para. 146(3)(c) formerly read: 


(c) provides for the commutation of any annuity payable 
thereunder if the amount so payable, expressed in terms of a 
monthly rate, is less than $25; 


Subpara. 146(3)(b)(ili.1) added by 1986, c. 6, subsec. 81(1), appli- 
cable after 1981. 


Subpara. 146(3)(b)(v) added by 1980-81-82-83, c. 140, subsec. 
98(5), applicable to annuities issued after November 12, 1981. 


Para. 146(3)(d) added by 1979, c. 5, subsec. 46(8), applicable after 
June 29, 1978. 


All that portion of para. 146(3)(b) preceding subpara. (ii), para. 
146(3)(c) (substituted for paras. 146(3)(c), (d)), subpara. 
146(3)(b)(iv) added by 1977-78, c. 32, subsecs. 34(12)—(14). That 
portion and paras. 146(3)(c), (d) formerly read: 


(b) provides for any annual or other periodic amount payable 


(i) to the annuitant by way of an annuity described in 
clause (2)(a)(ii)(B), to be reduced, in the event of the 
death of his spouse during the lifetime of the annuitant, in 
such manner as to provide for the payment of equal an- 
nual or other amounts throughout the lifetime of the an- 
nuitant thereafter, 


(c) provides for the commutation of any annuity payable 
thereunder 


(i) that became so payable on or after the death of the 
annuitant, or 


(ii) if the amount so payable, expressed in terms of a 
monthly rate, is less than $5; 
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(d) in the case of an annuity for a guaranteed term, provides 
for the annuity to. be assignable. by will, or, in the event of the 
death of any person to whom any such annuity is payable, to 
be assignable by the heirs, executors, administrators or other 

‘. legal representatives of such person in the distribution of his 
estate, so as to give effect to any testamentary disposition, or 
to the rights of any person on an intestacy, or to its. appropria- 
tion to a legacy or a share or interest in the estate; 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans; IT-307R3: Spousal registered retirement 
savings plans; IT-320R2: RRSPs — qualified investments; IT- 
415R2: Deregistration- of RRSPs. 


Information Circulars: 72-22R9: Registered retirement savings 
plans.. 


(4) No tax While trust guvericd by plan — Ex- 
cept as provided in subsection (10.1),no‘tax 1s paya- 
ble under this Part by a trust on the taxable income 
of the trust for a‘taxation year if, throughout the pe- 
riod in the year during which the trust was in exis- 
tence, the trust was’ governed by 4 registered retire- 
ment savings ‘plan, except that 


(a) if the trust has borrowed money (other than 
money used in carrying ‘on'a business) inthe year 
or has, after. June 18,..1971,, borrowed, money 
(other than money used. in carrying on a business) 
that it has not repaid before the commencement 
of the year, tax is payable under this Part by the 
trust on its taxable income for the year, 


~(b) in any case not described in paragraph (a), if 


the trust has carried on any business or businesses 
_in the year, tax is payable under this Part by. the 
trust on the amount, if any, by which - 


(i) the amount that its taxable. income for. the 
year would be if it had no incomes. or losses 
from.sources other than from. that business..or 
‘those businesses, as the case may. be, 


exceeds 


(ii) such portion of the amount determined 
under subparagraph (i) in respect of the trust 
for the year as can reasonably be considered 
to be income from, or from the disposition of, 
qualified investments for the trust; and ~~ 


(c), if the last annuitant under the plan has died, 
tax is payable under this Part by the trust on its 
taxable income for each year after the year fol- 
lowing the year in which the last annuitant died. 


Related Provisions: 104(6)(a.2) — Deduction for amounts paid 
out to beneficiaries; 146(8.9)A(b), (c)—- No’ income inclusion for 
tax-paid. amounts. on death; 146(10.1)-—- Where. tax, payable; 
146(20) — Amount credited to deposit RRSP deemed not received 
by annuitant or any other person; 149(1)(r) — No tax on RRSP; 
204.6 — Tax in respect of registered investments; 206(2) — Part XI 
tax on excess holdings of foreign property; 207.1(1) — Tax on non- 
qualified investments; Canada-U.S. tax treaty, Art. XVIII:5 — 
Deferral of income accruing in retirement plan; Art. XXIX:5 — 
Election to defer U.S. tax on income accruing in RRSP. 
History: Paras. 146(4)(b), (c) substituted by 1994,'c, 21, subsec. 
69(3), applicable to 1993 et seg. Those paras. formerly read: 
(b) in any case not described in paragraph (a), if the trust has 
carried on any business or businesses in the year, tax is paya- 
ble under this Part by the trust on the‘amount that its taxable 
income for the year would be if it had no incomes or losses 


Income Tax Act, Part I 


from sources other than from that business or those busi- 
nesses; and 


(c) if the last annuitant under the alate! bi died: tax is payable 
under this Part by the trust on its taxable income Se each year 
after the year of the annuitant’s death, fa 


Pre-RSC History: That portion of subsec. 146(4)-preceding para. 
(a) amended by 1986, c..6, subsec. 81(2), applicable to 1986 et seq., 
to add “Except as provided in. subsection (10,1). 


Para. 146(4)(c) added’ by’ 1979, c. 5, sagas’ an applicable to 
1979 et seq: - 


Interpretation Bulletins: IT-415R2: Deregistration of RRSPs. 


Information Circulars: 72- 22R9:, Registered retirement savings 
plans. 


Advance Tax Ruling: ATR- 37: Refund: of premiums MBactered 
to spouse. 


(5) Amount of RRSP premiums netelbltntedte 
There may be deducted in computing a ‘taxpayer’s 
income for a taxation year such amount as ee tax- 
payer claims not’exceeding the lesser of ' 


(a) the amount, if any, by which the total of all 
amounts each of which is a premium paid by the 
taxpayer after 1990 and on or before the day that 
is 60 days after the end of the year under a regis- 
tered retirement savings plan under which ‘the 
taxpayer was the annuitant at the’ time ‘the pre- 

-mium, was paid, other than the portion, if any, of 
the premium 
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(i) that was deducted in computing the tax- 
_ payer's income for a preceding taxation year, 


(ii) that was designated for any taxation ‘year 
for oe purposes: of paragraph 60(j), G. 1) or 

(1), 

(iii) i in respect of which the taxpayer received 

a payment that was deducted: under subsection 

(8.2) in computing the taxpayer’s income ee a 
“preceding taxation year, 


(iv) that was deductible under subsection (6.1) 
in computing the taxpayer’ S income for any 
| taxation year, or 


(iv. 1) that would. be considered to be with- 
drawn by the taxpayer as an eligible amount 
(within. the meaning assigned. by subsection 
146:01(1)) less than 90. days after it was paid, 
if earnings in respect of a registered retire- 
ment savings plan were considered to be with- 
drawn before premiums paid under that plan 
and premiums ‘were considered to be with- 
‘drawn in the order in which ey were eyes 


exceeds _ 
(v) the amount, if any, by which 


(A) the total of all amounts deducted under 
subsection’ 147.3(13.1) in computing the 
taxpayer’ s income for the year or a preced- 
ing taxation year 


exceeds 


(B) the total of all amounts, in respect of 

transfers occurring before 1991 from regis- 

tered pension plans, deemed by paragraph 

147.3(10)(b) or (c) to be: a premium: paid 

“by the taxpayer to a Pepiblerea at retirement 

‘savings plan, and 

Selected Cases [para. 146(5)(a)]: Osborn y. Canada, [1995] 2 

C.1C 2215 (TCC) (Non- vested pension amounts treated as if 

vested for purposes. of RRSP contribution limit); Corse v. Canada, 

[1995] 2 C.T.C. 2168 (TCC) (Deduction for RRSP allowed where 
taxpayer could never have become entitled to pension benefits). 

_ (b) the taxpayer’s RRSP deduction limit for the 

year. 


S..146(5) 


Related Provisions: 18(1)(u) — Investment counselling and ad- 
ministration fees for RRSP are non-deductible; 18(11)(b) — No de- 
duction for interest on money borrowed to make RRSP contribu- 
tion; 60(1) — Deduction for RRSP premium paid; 60G) — Transfer 


of superannuation benefits; 60G. 1) — Transfer of retiring al- 
lowances;: 60(1) — Transfer of RRSP premium refunds; 60(v) — 
Contribution to a provincial pension plan; 146(5.1) — Deduction 
for contribution to spousal RRSP: 146(5.21) — Anti-avoidance; 
146(8:2) — Deduction where non-deducted overcontribution with- 
drawn ‘from plan; 146(8.21)— Premium deemed not paid; 
146(16) — Deduction on transfer of funds; 147.3(13.1) — With- 
drawal of: excessive transfers to: RRSPs: and RRIFs; 204.1(2.1) — 
Tax payable: by — individuals — contributions after 1990; 
204.2(1.2)I(a)(vi) — Amount non-deductible due to 146(5)(a)(iv.1) 
not included for Part X.1 penalty tax purposes. 

History: ‘Subpara. 146(5)(a)(iv.1) added by 1995, c. 3, subsec. 
43(2), applicable to:the withdrawal of amounts paid after March 1, 
1994. 


All that portion. of para. 146(5)(a) following diipata: (iv) substi- 
tuted by 1994, c. 21, subsec. 69(4), nd weep to 1992 et seg. That 
portion ofthe para. formerly read: 


exceeds‘ the total of all amounts each [of] which is 


(v) an amount deducted under subsection 147.3(13.1) in 
computing the taxpayer’s income for the year or a pre- 
ceding taxation year that ends after 1992, or 
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in its application to the 1989 and 1990 taxation years the subsec. 
shall be read as follows: 


(vi) an amount deducted under subsection 147.3(13.1) in 
computing the taxpayer’s income for the 1992 taxation 
year, other than any portion of the amount that could not 
have been so deducted if paragraphs 147.3(10)(b) and (c) 
did not apply in respect of transfers made before 1991, 
and 

Para. 146(5)(a) amended by 1994, c. 7, Sch. VIII (1993, c. 24), sub- 


sec. 82(6), applicable (by subsec. 82(13), as amended by 1994, c. 
21, s. 136) to 1992 et seg. Para. (5)(a) formerly read: 


(5) There may be deducted in computing the income for a 
taxation year of a taxpayer who is the annuitant under a regis- 
tered retirement savings plan or becomes the annuitant there- 
under within 60 days after the end of the year, the aggregate 
of all amounts each of which is a premium paid by the tax- 
payer in the year or within 60 days after the end of the year 
under a registered retirement savings plan under which the 


(a) the total of all amounts each of which is a premium paid 
_ by the taxpayer after 1990 and on or before the day that is 60 
days after the end of the year under a registered retirement 
savings plan under which the taxpayer was the annuitant at 
the time the premium was paid, other than the portion, if any, 
of the premium 


(i) that was deducted in computing the taxpayer’s income 
for a preceding taxation year, 


(ii) that was designated for any taxation year for the pur- 
poses of paragraph 60(j), (j.1) or (J), 


(iii) in respect of which the taxpayer has received a pay- 
ment that has been deducted under subsection (8.2) in 
computing the taxpayer’s income for a preceding taxation 
year, or 


(iv) that was deductible under subsection (6.1) in com- 
puting the taxpayer’s income for any taxation year, and 


taxpayer is the annuitant or becomes the annuitant within 60 
days after the end of the year (to the extent that it was neither 
deducted in computing the taxpayer’s income for the preced- 
ing taxation year nor designated for any taxation year for the 
purposes of paragraph 60(j), (j.01), (j.1). or (1), not exceeding 
the amount, if any, by which 


(a) where the taxpayer was employed in the year and 


(i) as a consequence thereof was a person who is or 
may become entitled to benefits under a pension 
fund or plan in respect of the taxpayer’s office or 
employment in the year, 


(ii) contributed an amount in the year to a deferred 
profit sharing plan of which the taxpayer was a bene- 
ficiary, or : 


(ili) as a consequence thereof was a person in respect 
of whom a contribution: was made by an employer to 
a deferred profit sharing plan in the year, 


Pre-RSC History: Subsec. 146(5) substituted by 1990, c. 35, 
subsec. 13(8), applicable to 1987 et seq. except that in its applica- 
tion to the 1987 and 1988 taxation years the subsec. shall be read as 
follows: 


an amount that, when added to the amount, if any, de- 
ductible under paragraph 8(1)(m) in computing the in- - 
come of the taxpayer for the year, does not exceed the 


(5) There may be deducted in computing the income for a 
taxation year of a taxpayer who is the annuitant under a regis- 
tered retirement savings plan or becomes the annuitant there- 
under within 60 days after the end of the year, the aggregate 
of all amounts each of which is a premium paid by the tax- 
payer in the year or within 60 days after the end of the year 
under a registered retirement savings plan under which the 
taxpayer is the annuitant or becomes the annuitant within 60 
days after the end of the year (to the extent that it was neither 
deducted in computing the taxpayer’s income for the preced- 
ing taxation year nor designated for any taxation year for the 
purposes of paragraph 60(j), (j.01), (j.1) or (1), not exceeding 
the amount, if any, by which 


(a) where the taxpayer was employed in the year and 


(i) as a consequence thereof was a person who is or 
may become entitled to benefits under a pension 
fund or plan that provides for payment of a pension 
to the taxpayer payable in whole or in part out of 
contributions made or to be made to the fund or plan 
or out of or in respect of amounts credited or to be 
credited in lieu of such contributions by a person 
other than the taxpayer in respect of the taxpayer’s 
employment in the year, 


(ii) contributed an amount in the year to a deferred 
profit sharing plan of which the taxpayer was a bene- 
ficiary, or 


(ili) as a consequence thereof was a person in respect 
of whom a contribution was made by an employer to 
a deferred profit sharing plan in the year 


an amount that, when added to the amount, if any, deductible 
under paragraph 8(1)(m) in computing the income of the tax- 
payer for the year, does not exceed the lesser of $3,500 and 
20% of the taxpayer’s earned income for the year, or 


(b) in any other case, the lesser of $7,500 and 20% of the 
taxpayer’s earned income for the year 


exceeds the amount, if any, deductible under subsection (6) in 
computing the taxpayer’s income for the year; and 


1276 


lesser of $3,500 and 20% of the taxpayer’s earned in- 
come for the year, or 


(b) in any other case, the lesser of $7,500 and 20% of the 
taxpayer’s earned income for the year 


exceeds the amount, if any, deductible under subsection (6) in 
computing the taxpayer’s income for the year. 


Subsec. 146(5) formerly read: 


(5) Amount of premium deductible — There may be de- 
ducted in computing the income for a taxation year of a tax- 
payer who is an annuitant under a registered retirement say- 
ings plan or becomes an annuitant thereunder within 60 days 
after the end of the year, the aggregate of all amounts each of 
which is the amount of any premium paid by the taxpayer 
under the plan during the year or within 60 days after the end 
of the ‘year (to the extent that it was neither deductéd in Com- 
puting his income for a previous year nor designated for the 
purposes of paragraph 60(j), (j.1) or (1), not exceeding the 
amount, if any, by which 


(a) where the taxpayer was employed in the year and 


(i) as a consequence thereof was a person who is or 
may become entitled to benefits under a pension plan 
that provides for payment of a. pension to him paya- 
ble in whole or in part out of contributions made or 
to be made to the plan or out of or in respect of 
amounts credited or to be credited in lieu of such 
contributions by a person other than the taxpayer in 
respect of the taxpayer’s employment in the year, 


(ii) contributed an amount in the year to a deferred 
profit sharing plan of which he was a beneficiary, or 


(ili) as a consequence thereof was a person in respect 
of whom a contribution was made by an employer to 
a deferred profit sharing plan in the year, 


an amount that, when added to the amount, if any, de- 
ductible under paragraph 8(1)(m) in computing the in- 
come of the taxpayer for the year, does not exceed the 
lesser of $3,500 and 20% of his earned income for the 
year, or 
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(b) in any other case, the lesser of $7,500 and 20% of his 
earned income for that taxation year 


exceeds the amount, if any, deductible under subsection (6) in 
computing his income for that taxation year. 


Para. 146(5)(b) amended by 1986, c. 55, subsec. 56(3), applicable to 
1986 et seg., to substitute “$7,500” for “$5,500”. 


All that portion preceding paragraph 146(5)(b) substituted by 1980- 
81-82-83, c. 140, subsec. 98(6), applicable with respect to contribu- 
tions made to registered retirement savings plans for the 1982 and 
subsequent taxation years. Subsec. 146(5) amended to add a refer- 
ence to paragraph 60(j.1). Para. 146(5)(a) formerly read: 


(a) where the taxpayer was employed in the year and as a 
consequence thereof was a person who is or may become en- 
titled to benefits under a pension fund or plan that provides 
for payment of a pension to him payable in whole or in part 
out of contributions made or to be made to the fund or plan or 
out of or in respect of amounts credited or to be credited in 
lieu of such contributions by a person other than the taxpayer 
in respect of the taxpayer’s employment in that year, an 
amount that, when added to the amount, if any, deductible 
under paragraph 8(1)(m) in'computing the income of the tax- 
payer for that year, does not exceed the lesser of $3,500 and 
20% of his earned income for that taxation year, or 


All that portion of subsec. 146(5) preceding para. (a) substituted by 
1980-81-82-83, c. 48, s. 80, applicable to 1979 et seg. That portion 
formerly read: 


(5) There may be deducted in hit the income for a 
taxation year of a taxpayer who is an annuitant under a regis- 
tered retirement savings plan or becomes, within 60 days af- 
ter the end of the taxation year, an annuitant thereunder, the 
aggregate of all amounts each of which is the amount of any 
premium paid by the taxpayer under the plan during the taxa- 
tion year or within 60 days after the end of the taxation year 
(to the extent that it.was not deducted in computing his in- 
come for a previous taxation year), not exceeding however 
the amount, if any, by. which 


Subsec. 146(5) substituted by 1976-77, c. 4, subsec. 56(4), applica- 
ble:to 1976 et seq. Subsec. 146(5) formerly. read: 


(5) There may be deducted in computing the income for a 
taxation year of a taxpayer who is an annuitant:under a regis- 
tered retirement savings plan or becomes, within 60 days af- 
ter the end of the taxation year, an annuitant thereunder, the 
aggregate of all amounts each of which is the amount of any 
premium paid by the taxpayer under the plan during the taxa- 
tion year or within 60 days after the end of the taxation year 
(to the extent that it was not deductible in computing his in- 
come for a previous taxation year), not exceeding however 
the amount, if any, by which 


(a) where the taxpayer was employed in the year and as a 
consequence thereof was a person who is or may become 
entitled to benefits under a pension fund or plan that pro- 
vides for payment of a pension to him payable in whole 
or in part out of contributions made or to be made to the 
fund or plan or out of or in respect of amounts credited or 
to be credited in lieu of such contributions by a person 

other than the taxpayer in respect of the taxpayer’s em- 
ployment in that year, an amount that, when added to the 
amount, if any, deductible under paragraph 8(1)(m) in 
computing the income of the taxpayer for that year, does 
not.exceed the lesser of $2,500 and. 20% of his earned 
income for that taxation year, or 


(b) in any other case, the lesser of $4,000 and 20% of his 
earned income for that taxation year 


exceeds the amount, if any, deductible under subsection (6) in 
computing his income for that taxation year. 
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Subsec. 146(5) substituted by 1974-75-76, c. 71, s. 10, applicable in 
respect of premiums paid after June 23, 1975. Subsec. 146(5) for- 
merly read: 


(5) There may be deducted in computing the income for a 
taxation year of a taxpayer who is an annuitant under a regis- 
tered retirement savings plan. or becomes, within 60 days af- 
ter the end of the taxation year, an annuitant thereunder, the 
amount of any premium paid by the taxpayer under the plan 
during the taxation year or within 60 days after the end of the 
taxation year (to the extent that it was not deductible-in com- 
puting his income for a previous taxation year), not exceeding 
however the amount, if any, by which 


(a) in the case of a taxpayer in respect of whom any 
amount is deductible under paragraph 20(1)(q) or (r) in 
computing the income of any other pérson for that taxa- 
tion year (or would be so deductible if that other person 
wete a person taxable under subsection 2(1)), an amount 
that, when added to the amount deductible under subpar- 
agraph 8(1)(m)(i) in computing the income of the tax- 
payer for that taxation year, does not exceed the lesser of 
$2,500 and 20% of his earned income for that taxation 
year; and ; 


(b) in the case of any other taxpayer, the lesser of $4,000 
and! 20% of his earned income for that taxation year 


exceeds the amount, if any, deductible under subsection (6) in 
computing his income for that taxation year. 


Selected Cases [subsec. 146(5)]: Bouchard v. MNR, 11996] 1] 
C.T.C. 2239 (TCC) (Proper time to determine contribution limit is 
at end of taxation year or within 60 days of following year); Gadsby 
v. MNR, [1989] 1 C.T.C. 441 (FCTD). (Taxpayer entitled to, full 
RRSP. deduction when withdrawal from pension plans terminated 
all rights thereunder); Wood v.. The Queen, [1985] 2 C.T.C. 16 
(FCTD) (Earned income is net of deductions). 


Regulations: 100(3)(c) (no source withholding where premium is 
paid by employer directly to RRSP). 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans; IT-307R3: Spousal registered retirement 
savings plans; IT-320R2: RRSPs — qualified investments; IT- 


! 5OOR: RRSPs — death of an annuitant. 


Advance Tax Rulings: ATR-2: Contribution to pension plan for 
past service; ATR-17: Employee benefit. plan — purchase of com- 
pany shares; ATR-37: Refund of premiums transferred to spouse. 


Forms: T1 General Sched. 7: RRSP contributions, transfers and 
designations of repayments under the home buyers’ plan; T1016: 
RRSP contribution limit statement; T1023: RRSP deduction 
limit — calculation of earned income; T2097: Identification of 
amounts transferred to an RRSP. 


(5.1) Amount of spousal RRSP premiums de- 
ductible — There may be deducted in computing a 
taxpayer’s income for a taxation year such amount as 
the taxpayer claims not exceeding the lesser of 


(a) the total of all amounts each of which is a pre- 
mium paid by the taxpayer after 1990 and on or 
before the day that is 60 days after the end of the 
year under a registered retirement savings plan 
under which the taxpayer’s spouse (or, where the 
taxpayer died in the year or within 60 days after 
the end of the year, an individual who was the 
taxpayer’s spouse immediately before the death) 
was the annuitant at the time the premium was 
paid, other than the portion, if any, of the 
premium 


(i) that was deducted in computing the tax- 
payer’s income for a preceding taxation year, 
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(ii) that was designated for any taxation year 
for the purposes of paragraph 60(j.2), 


(iii) in respect of which the taxpayer or the 
taxpayer’s spouse has received a payment that 
has been deducted under subsection (8.2) in 
computing the taxpayer’s income for a pre- 
ceding taxation year, or 


(iv) that would be considered to be withdrawn 
by the taxpayer’s spouse as an eligible amount 
(within the meaning assigned by subsection 
146. Q1(1)) less than 90 days after it was paid, 
if earnings in respect of a registered retire- 
ment savings plan were considered to be with- 
drawn before. premiums paid under that plan 
and premiums were considered to be with- 
drawn in the order in which they were paid, 
and 


(b) the amount, if any, by which the taxpayer’ S 
RRSP deduction limit for the year exceeds the 
amount deducted under subsection (5) in comput- 
ing the taxpayer’s income for the year. 


Related Provisions: 60(i) — Deduction for RRSP premiums 
paid; 60(1) — Transfer of RRSP premium refunds? 60(v) — Contri- 
bution to provincial pension plan; 74.5(12)(a) — Attribution. rules 
do not apply to spousal contribution; 146(5) — Deduction for con- 
tribution to own plan; 146(8.21 
146(8.3) — RRSP — Amount included in income; 146(16) — De- 
duction on transfer of funds; 146.3(5.1) — RRIF — Amount in- 
cluded in income; 146.3(5.4) — RRIF — Spouse’s income; 
204.1(2.1)— Tax payable by individuals —contributions after 
1990; 204.2(1.2)I(a)(vi) — Amount. non- deductible. due to 
146(5)(a)(iv) not included for Part X.1 penalty tax perce: 252(3), 
(4) — Extended meaning of “spouse”. 


History: Subpara. 146(5.1)(a)(iv) added by 1995, c. 3, subsec. 
43(3), applicable to the withdrawal of amounts paid after March 1, 
1994. 


The opening words of para. 146(5.1)(a) substituted by 1994, c. 21, 
subsec. 69(5), applicable to 1992 er seg. The opening words for. 
merly. read: 


(a) the total of all amounts each of which is a premium paid 
by the taxpayer after 1990 and on or before the day that is 60 
days after the end of the year under a registered retirement — 
savings plan under which the taxpayer’s spouse was the annu- 
itant at the time the premium was paid, other than the portion, . 
if any, of the premium 


Pre-RSC History: Subsec. 146(5.1) substituted by 1990, cy 35, 
subsec. .13(8), applicable to 1987 et seg. except that 


(a) in its application to the 1987 and 1988 taxation years the 
subsec. shall be read as follows: 


(5.1) There may be deducted in computing the income 
for a taxation year of a taxpayer whose spouse is the an- 
nuitant under a registered retirement savings plan or be- 
comes, within 60 days after the end of the taxation year, 
the annuitant thereunder, the aggregate of all amounts 
each of which is a premium paid by the taxpayer in the 
year or within 60 days after the end of the year under a 
registered retirement savings plan under which the 
spouse is the annuitant‘or becomes, within 60 days after 
the end of the year, the annuitant (to the extent that it was 
not deducted in computing the taxpayer’s income for the 
preceding taxation year), not exceeding the amount, if 
any, by which the amount determined in respect of the 


Income Tax Act, Part I 


taxpayer under whichever of paragraphs (5)(a) and (b) is 
applicable to the taxpayer exceeds the aggregate of 


(a) the aggregate of amounts paid by the taxpayer in 
the year or within 60 days after the end of the year 
under a registered retirement savings plan under 
which the taxpayer is the annuitant, as a premium the 
amount of which is deducted by the taxpayer under 
subsection (5) in computing the taxpayer’s income 
for the year, and 


(b) the amount, if any, deductible by the taxpayer 
under subsection (6) in computing the taxpayer” S$ in- 
come for the year.; and 


(b) in its application to the 1989 and 1990 taxation years, the 
subsec. Shall be read as follows: © 


(5. 1) There may be deducted in Laodip inate the: income 

_ fora taxation year of a taxpayer whose spouse is the an- 
nuitant under a registered retirement savings plan or be- 
comes, within 60 days after the end of the taxation year, 
the annuitant thereunder, the aggregate of all. amounts 
each of which is a premium paid by the taxpayer in the 
year or within 60 days after the end of the year under a 
-Tegistered retirement savings plan under which the 
spouse is the annuitant or becomes, within 60 days after 
the end of the year, the annuitant (to the extent that is was 
neither deducted in computing the taxpayer’s income for 
the preceding taxation year nor designated for any taxa- 
tion year for the purposes of paragraph 60(j.2)), not ex- 
ceeding the amount, if any, by which the amount deter- 
mined in respect of the taxpayer under whichever of 
paragraphs (5)(a) and (b) is applicable to the taxpayer ex- 
ceeds the aggregate of 


(a) the aggregate of amounts paid by the taxpayer in 

the year or within 60 days after the end of the year 

under a registered retirement savings plan under 

which the taxpayer is the annuitant, as a premium’ the 

amount of which is deducted by the taxpayer under 

subsection (5) in Serine the taxpayer’s income 
_ for the year, and 


(b) the amount, if any, deductible under subsection 
(6) in computing the taxpayer's income for the year. 


Subsec. (5.1) formerly read: 


(5.1), ldem — There may be deducted in computing the in- 
come for a taxation year of a taxpayer whose spouse. is an 
annuitant under a registered retirement savings plan or be- 
comes, within 60 days after the end of the.taxation year, an 
annuitant thereunder, the amount paid by the taxpayer to. or 
under the plan during the taxation year or within 60 days after 
the end of the taxation year (to the extent that it was not de- 
ducted in computing his income for a previous taxation year), 
not exceeding however the amount, if any, by which the 
amount determined in respect of the taxpayer under which- 
ever of paragraphs (5)(a) and (b) is applicable to him exceeds 
the aggregate of 


(a) the aggregate of amounts paid by the taxpayer in the 
taxation year or within 60 days after the end of the taxa- 
tion year under a registered retirement sayings plan under 
which he is the annuitant, as a premium the amount of 
which is deducted by him in the year under subsection 
(5); and 


(b) the amount, if any, deductible by him under subsec- 
tion (6) in computing his income for that taxation year. 


Subsec. 146(5.1): substituted by 1976-77, c. 4, subsec. 5): appli- 
cable to 1974 et seq. 


Subsec. 146(5.1) added by 1974: 75-76, c. 26; subsec: 99(3), ees 
cable to 1974 et seq. 
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Selected Cases [subsec. 146(5.1)]: Gilbert (M.) v. Canada, 
[1993] 1 C.T.C. 233 (FCA) (Year in which actual payment made is 
_relevant, not prior year in respect of which deduction taken). 


Regulations: 100(3)(c) (deduction of RRSP contribution from 
payroll reduces source withholding). 


Interpretation Bulletins: [T-124R6: Contributions to registered | 


retirement savings plans; IT-307R3: Spousal registered retirement 
savings plans; IT-500R: RRSPs — death of an annuitant. 


Information Circulars: 72-22R9: Registered retirement savings | 


plans. 


Forms: T2097: Identification of amounts transferred to an RRSP. 


(5.2) [Repealed under former Act] 


Pre-RSC History: Subsec. 146(5.2) repealed by 1990, c. 35, sub- 


sec. 13(9), applicable to 1991 et seg. Subsec. (5.2) formerly read: 


(5.2) Pension fund or plan — For the purposes of paragraph 
(5)(a), “pension fund or plan” does not include 


(a) the Canada Pension Plan: 


(b) a provincial pension plan as defined in section 3 of 
the Canada Pension. Plan; or 


(c) any similar plan of a country other than Canada. 


Subsec. 146(5.2) added by 1976-77, c. 4, subsec. 56(4), applicable 
in respect of premiums paid’ after June 23, 1975. 


(5.21) Anti-avoidance — Notwithstanding any 
other. provision of this. section, where 


(a) a registered pension plan is amended or ad- 
ministered in such a manner as to terminate, sus- 
pend or delay 


(i) the membership of an individual in the plan 
for the individual’s 1990. taxation year, 


| (ii) contributions under the plan by or for the 
benefit of the individual in respect of the year, 
or 


(iii) the accrual of retirement benefits under 
the plan for the individual in respect of the 
year, or 


(b) a deferred profit-sharing plan is amended or 
administered in such a manner as to terminate, 
suspend or delay contributions under the plan for 
the year in respect of an individual, 


and one of the main reasons for the termination, ‘sus- 
pension or delay may reasonably be considered to be 
to reduce the pension adjustment of the individual 
for the year in respect of an employer, the only 
amount that may be deducted in computing the in- 
come for the year of the individual, in respect of pre- 
miums paid to registered retirement savings plans, is 
the amount that would have been deductible had that 
termination, suspension or delay not occurred. 


Pre-RSC History: Subsec. 146(5.21) added by 1990, c. 35, sub- 
sec. 13(10), applicable to the 1990 taxation year. 
(5.3)—(5.5) [Repealed under former. Act] 


Pre-RSC History: Subsecs. 146(5.3)-(5.5) repealed by 1986, c. 6, 
subsec. 81(3), applicable with respect to premiums paid after May 
23, 1985 under a registered retirement savings plan in respect of 
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taxable capital gains realized on a disposition of qualified farm 
property after 1984. Subsecs. 146(5.3)-(5.5) formerly read: 


(5.3) Farm capital gain — There may be deducted in com- 
puting the income for a taxation year of a taxpayer who 


(a) has, after December 31, 1983, disposed of a qualified 
farm property of the taxpayer, and 


(b) is an annuitant under a registered retirement savings 
plan or becomes an annuitant thereunder within 60 days 
after the end of the year; 


the aggregate of all amounts each of which is the amount of 
any premium paid by him under the plan during the year or 
within 60 days after the end of the year (to. the extent that it 
was not designated for the purposes of paragraph 60(j), (j.1) 
or (1), not exceeding the amount, if any, by which 


(c) the lesser of 


(i) the aggregate of all amounts each of which is his 
taxable capital gain for the year or a preceding taxa- 
tion year from such a disposition, and 


(ii) the amount, if any, by which 
(A) his farmcontribution limit for the year 
exceeds 


(B) the aggregate of all amounts each of which is 
an amount deducted by him in the year or a pre- 
ceding taxation year ending after 1983 under any 
of subsections (5) or (5.1) or paragraph 8(1)(m), 


exceeds 


(d) the aggregate of amounts deducted by him under this 
subsection for preceding taxation years. 


(5.4) Definitions — For the purposes of subsection (5.3) and 
this subsection, 


(a) “qualified farm property” — “qualified farm prop- 
erty” of a taxpayer means 


(i) a property that was owned on December 31, 1983 
by the taxpayer or his spouse and that, at any time 
after 1971 and before 1984, was 


(A) real property used by 


(I). the taxpayer, his spouse or any of his 
children, 


(I1) a corporation, a share of ‘the capital 
stock of which is a share of the capital stock 
of a family farm corporation of the taxpayer, 
his spouse or any of his children, or 


(IID) a partnership, an interest in which is an 
interest in a family farm partnership of the 
taxpayer, his spouse or any of his children 


in the course of carrying on the business of farm- 
ing in Canada, 


(B) a share of the capital stock of a family farm 
corporation of the taxpayer or his spouse, or 


(C) an interest in a family farm partnership of 
the taxpayer or his spouse, 


(ii) a replacement property for a qualified farm prop- 
erty of the taxpayer in respect of which the taxpayer 
or his spouse has made an election under subsection 
13(4) or 44(1), 


(iii) a share of the capital stock of a family farm cor- 
poration of the taxpayer all or substantially all of the 
assets of which were 


(A) qualified farm properties described in sub- 
paragraph (i) or (ii) of the taxpayer, or 


(B) replacement properties for properties de- 
scribed in clause (A) in respect of which the cor- 
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poration has made an election under. subsection 
13(4) or 44(1), or 


(iv) an interest in a family farm partnership of the 
taxpayer all or substantially all of the assets of which 
were 


(A) qualified farm properties described in sub- 
paragraph (i) or (11) of the taxpayer, or 


(B) replacement properties for properties de- 
scribed in clause (A) in respect..of which the 
partnership has made an election under subsec- 
tion 13(4) or 44(1); . 


(b) “farm.contribution limit” — “farm contribution limit” 
of a taxpayer for a taxation year means the amount, if 
any, by which 


(i) the product obtained when $10,000 is multiplied 
by the number of calendar years after 1971 and 
before 1984 during which he or his spouse was a 
full-time farmer 


exceeds 


(ii) the aggregate of all amounts each of which is an 
amount deducted for the year or a preceding taxation 
year under subsection (5.3) by a person who was his 
spouse in the year of deduction; and 


(c) “full-time farmer’ — “full-time farmer” during a cal- 
endar year means an individual who, in that year, 


(1) owned a share of the capital stock of a family 
farm corporation of that individual, 


(i1) leased land to 


(A) a full-time farmer who was his spouse or his 
~~ child, 


(B) a corporation, any share of. the capital stock 
of which was a share of the capital stock of a 
family farm corporation of his spouse or any of 
his children, or a} 


(C) a partnership, an interest in which was an in- 
terest in a family farm partnership of his spouse 
or any of his children, 


where the land was used in the year in the business 
of farming in Canada by his spouse, any of his chil- 
dren, the corporation or the. partnership, or 


(1i1) was actively engaged in the business of farming 
in Canada (other than an individual who in the year 
had or would, if he had sustained sufficient losses 
from the business of farming, have had a restricted 
farm loss for the year). 


(5.5) Deemed premium — For the purposes of subsection 
(5.3), where a taxpayer:has attained the agesof 71 years in a 
preceding taxation year, any amount paid by him to acquire 
an annuity referred to in subparagraph 60(1)(ii) shall be 
deemed to be a premium paid by him under a registered re- 
tirement savings plan under which he is an annuitant. 


Para. 146(5.4)(a) substituted by 1985, c. 45, subsec. 82(1), applica- 
ble to 1984 et seg. Para. 146(5.4)(a) formerly read: 


(a) “qualified farm property” — “qualified farm property” of 
a taxpayer means a property that was owned on December 31, 
1983 by the taxpayer or his spouse and that, at any time after 
1971 and before 1984, was 


(i) real property. used by 
(A) the taxpayer, his spouse or any of his children, 


(B) a corporation, a share of the capital stock of 
which is a share of the capital stock of a family farm 
corporation of the taxpayer, his spouse or any of his 
children, or 
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- (C) a partnership, an interest in. which is an’ interest 
in a family farm partnership of the taxpayer, his: 
spouse or any of his children 

in the course of carrying on the business of farming in 
Canada, 

(ii) a share of the capital stock of a family farm corpora- 
tion of the taxpayer or his spouse, or 


(ili) an interest in a family farm partnership of the tax- 
payer or his spouse; 


Subsecs. 146(5.3)-(5.5) added by 1984, c. 45, subsec. 53(1), appli- 
cable to 1984 et seg. 


(6) Disposition of non-qualified invest- 
ment — Where in a taxation year a trust governed 
by a registered retirement savings plan disposes of a 
property that, when acquired, was a non-qualified in- 
vestment, there may be deducted, in computing the 
income for the taxation year of the taxpayer who is 
the annuitant under the plan, an amount equal to the 
lesser of 


(a) the amount that, by virtue of subsection (10), 

was included in computing the income of that 

taxpayer in respect of the acquisition of that prop- 

erty, and | 

(b) the proceeds of disposition of. the: property. 
Related Provisions: 146(5), (5.1) — Amount of premium de- 
ducted; 146(10) — Where acquisition of non-qualified investment 
trust; 146(11) — Life insurance policy; 259 — Election for propor- 
tional holdings in trust property. 


Pre-RSC History: Subsec, 146(6) substituted by 1977-78,.c. 1, 
subsec. 72(1). Subsec. 146(6) formerly read: 


(6) Where in a taxation year a trust governed by a registered 
retirement savings plan disposes of a non-qualified invest- 
ment, the cost of which to the trust was included by virtue of 
subsection (10) in computing the income of the taxpayer who 
is the annuitant under the plan, there may be deducted, in 
computing the income of the taxpayer for the taxation year, 
an amount equal to the lesser of 


(a) the cost so included in computing the taxpayer’s in- 
come, and 


(b) the proceeds of disposition of the non-qualified 
investment. 


Selected Cases [subsec. 146(6)]: Foremanet et al. v. MNR, 
[1996] 1 C.T.C. 265 (FCTD) (Statutory language required where 
“series” of transactions attacked). 


Regulations: 214(2) (information return). - ’ 

Interpretation Bulletins: IT-320R2: RRSPs — qualified invest- 
ments; IT-415R2:. Deregistration of registered, retirement savings 
plans. : peas ahve 
Forms: T3R-G: RRSP. group information return; T3R-Ind: RRSP 
individual information return and income tax return. . 


(6.1) Recontribution of certain withdrawals — 
There may be deducted in computing a taxpayer’s 
income for a particular taxation year the total of all 
amounts each of which is such portion of a’ pre- 
scribed premium for the particular year.as was not 
designated for any taxation year for the purposes of 
paragraph 60(j), (j.1) or (1). 

Related Provisions: 60(i) — Deduction for RRSP premiums 
paid; 127.52(1)(a)(ii)(A) — Addition to adjusted taxable income for 
minimum tax purposes; 146(5)-— Amount of RRSP premiums de- 
ductible; 152(6) — Reassessment. 
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Pre-RSC History: Subsec,;146(6.1) added by 1990, c. 35, subsec. 
13(11), applicable. to 1991. et seq. 


Regulations: 8307(7) (prescribed premium). 


Interpretation Bulletins: [T-124R6: Contributions to registered 
retirement savings plans. 


Forms: T2097: Identification of amounts transferred to an RRSP. 


(7) Recovery of property used as security — 
Where in a taxation year a loan, for which. a trust 
governed by a registered retirement savings plan has 
used or permitted to be used trust property as secur- 
ity, ceases to be extant, and the fair market value of 
the property so used was included by virtue of sub- 
section (10) in computing the income of the taxpayer 
who is the annuitant under the plan, there may be 
deducted, in computing the income of the taxpayer 
for the taxation year, an amount equal to the amount, 
if any, remaining when 


(a) the net loss (exclusive ‘of payments by the 
trust as or on account of interest) sustained by the 
trust in consequence of its using the property, or 
permitting it to be used, as security for the loan 
and not asa result of a change:in the fair market 
value. of the property 


is deducted from 


(b) the amount so included in computing the in- 
come of the taxpayer in consequence of the 
trust’s using the property, or permitting it to be 
used, as security for the loan. 


Related Provisions: 60(7) — Deduction in computing mcome; 
146(10) — Where acquisition of non-qualified investment by trust. 


Regulations: 214(2) (information return). 


Forms: T3R-G: RRSP group information return; T3R-Ind: RRSP 
individual information return and income tax return. 


(8) Benefits taxable — There shall be included in 
computing the income of a taxpayer for a taxation 
year the total of all amounts received by the taxpayer 
in the year as benefits out of or under registered re- 
tirement savings plans, other than excluded with- 
drawals (within the meaning assigned by subsection 
146.01(1)) in respect. of the taxpayer and amounts 
that are included under paragraph (12)(b) in comput- 
ing the taxpayer’s income. 


Related Provisions: 56(1)(h) — Income: from RRSP; 60(1) —: 


Transfer of RRSP premium refunds; 146(8.01) — Benefits from 
RRSP re Home Buyers’ Plan; 146(8.3) — Attribution from spousal 
RRSP; 146(12) — Change in plan after registration; 146(16) — De- 
duction on transfer of funds; 146(20) — Amount credited to deposit 
RRSP deemed not received by annuitant; 146.01(4) — Portion of 
eligible amount not repaid; 146.01(9), (10) — Income inclusions; 
147.3(13.1) — Withdrawal of excessive transfers to RRSPs and 
RRIFs; 153(1)G) — Withholding of tax at source; 160.2(1) — Joint 
and several liability in respect of amounts received out of or under 
RRSP; 212(1)(1) — Withholding tax on payments to non-residents. 


S. 146(8.1) 


History: Subsec. 146(8) amended by 1994, c: 7, Sch. VIII (1993, c. 
24), subsec. 82(7), applicable to 1992 et seq. Subsec. (8) formerly 
read: 


(8) Benefits taxable — There shall be included in comput-» 
ing the income of a taxpayer for a taxation year all amounts 

received by. the taxpayer in the year as a benefit out of or. 
under a registered retirement savings plan, other than an 

amount that is included in computing the taxpayer’s income 

pursuant to paragraph (12)(b). 


Pre-RSC History: Subsec. 146(8) substituted by 1977-78, c. 1, 


_subsec. 72(2), applicable after March 31, 1977. Subsec. 146(8) for- 


merly read: 


(8) There shall be included in computing the income of a tax- 
payer for a taxation year all amounts received by him in the 
year as a benefit out of or under a registered retirement sav- 
ings plan. 
Subsec. 146(8) substituted by 1974-75-76, c. 26, subsec. 99(4), ap- 
plicable to 1972 et seq. 


Selected Cases: St-Hilaire v. R., [1997]} 3\C.T.C. 2711 (TCC) 
(Receipts, from RRSP taxable even, if contributions improperly 
made). 


Regulations: 100(1)“remuneration’ (i) (payment from RRSP sub- 
ject to source withholding); 103(4), (6) (withholding requirements 
on withdrawal from RRSP); 104(3) (no withholding on Home Buy- 
ers’ Plan withdrawal); 214(1), (4) (information return). 


1.T. Application Rules: 61(2) (where annuitant died before 1972). 


interpretation Bulletins: IT-307R3: Spousal registered retire- 
ment savings plans; IT-SOOR: RRSPs — death of an annuitant. 


Information Circulars: 72-22R9: Registered retirement savings 
plans. 

Advance Tax Ruling: ATR-37: Refund of premiums transferred 
to spouse. 


Forms: T4RSP Segment; T4RSP Summ: Return of RRSP income; 
T4RSP Supp: Statement of RRSP income. _ 


(8.01) Idem — subsequent re-calculation — 
Where an amount referred to in paragraph (a) of the 
definition “eligible amount” in subsection 146.01(1) 
is received by a taxpayer in a taxation year and, at 
any time after that year, it is determined that the 
amount is not an excluded withdrawal (within the 
meaning assigned by that subsection), notwithstand- 
ing subsections 152(4) to (5), such assessments, of 
tax, interest and penalties shall be made as are neces- 
sary to give effect to the determination. 

History: Subsec. 146(8.01) added by 1994, c. 7, Sch. VIL (1993, c. 
24), subsec. 82(7), applicable to. 1992 et seq. 


Interpretation Bulletins: IT-415R2: Deregistration of RRSPs. 


(8.1) Deemed receipt of refund of premi- 
ums — Such portion of an amount paid in a taxa- 
tion year out of or under a registered retirement sav- 
ings plan of a deceased annuitant to the annuitant’s 
legal representative as, had that portion been paid 
under the plan to a beneficiary of the deceased’s es- 
tate, would have been a refund of premiums shall, to 
the extent it is so designated jointly by the legal rep- 
resentative and the beneficiary in prescribed form 
filed with the Minister, be deemed to be received by 
the beneficiary in the year as a benefit that is a re- 
fund of premiums. 

Related Provisions: 60(1) — Transfer of RRSP premium re- 


funds; 60(1)(v)(B.1)— Rollover of designated benefits to child or 
grandchild on death; 146(8.9) — Effect of death where person other 
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than spouse becomes entitled; 160.2(1) + Joint and several liability 
in respect of amounts received out of or under RRSP: 214(3)(c) — 
Non-resident withholding tax. 


Pre-RSC History: Subsec. 146(8:1) substituted by °1979, c. 5, 
subsec. 46(10), applicable after June 29, 1978.1979, ¢. 5, ‘subsec. 
46(19) provides that in its application in respect of deaths occurring 
before June 30, 1978, subsec. 146(8.1) shall be read as follows: 


(8.1) For the purposes of paragraphs 60(1) and 61(2)(d), such 
portion of a refund of premiums under a registered retirement 
savings plan received by a testamentary trust 4s 


(a) may reasonably be considered (having regard to all 
the circumstances including the terms and conditions of 
the trust arrangement) to be part’of the amount that, by 
virtue of subsection 104(13) or (14) or section 105, ‘as the 
case may be, was included in Computing the income fora 
taxation year of a particular beneficiary under the trust, 
and 


(b) was not designated by the trust in respect of any other 
beneficiary thereunder 


shall, if so designated by the trust in respect of the particular 
beneficiary in its return of income for the year under this Part, 
be deemed to be a refund of premiums under a registered re- 
tirement savings plan received by the particular beneficiary in 
the year and to be an amount included in computing the bene- 
ficiary’s income for the year by virtue of.subsection (8). 


Subsec. 146(8.1) formerly read: 


(8.1) For the purposes of paragraphs 60(1) and 61(2)(d), such 
portion of a refund of premiums under a registered retirement 
savings plan received. by a testamentary. trust,as 


(a) may reasonably be considered (having regard to all 
the circumstances including the terms. and conditions of 
the trust arrangement) to be part of the amount that, by. 
virtue of subsection 104(13) or (14) or section 105, as the 
case may be, was included in computing the income for a ; 
taxation year of a particular beneficiary under the trust, 
and ! ' 


(b): was not designated by the trust in respect of any other 
beneficiary thereunder, 


shall, if so designated by the trust in respect of the particular 
beneficiary in its return of income for the year under this Part, 
be deemed to be a refund of premiums under a registered re- 
tirement savings plan received by the particular beneficiary in 
the year and to be an amount included in computing the bene- 
ficiary’s income for the year by virtue of subsection (8). 


Subsec. 146(8.1) added by 1973-74, c. 14, subsec. 50(3), applicable 
to refunds of premiums under a registered retirement savings plan 
received by a testamentary. trust after 1971: 


Information Circulars: 79-8R3: Forms to use to directly transfer 
funds to or between plans, or to purchase ‘an annuity. 


Advance Tax Ruling: ATR-37: Refund of premiums. transferred 
to spouse. . 


Forms: T2019: Designating an amount received from an RRSP. to 
be a refund of premiums. 


(8.2) Amount deductible — Where » 


(a) all or any portion of the premiums paid in a. 


taxation year by a taxpayer to one or more regis- 
tered retirement savings plans under which the 
taxpayer or the taxpayer’s spouse, was the annui- 
tant was not deducted in computing .the tax- 
payer’s income for any taxation year, _ 


(b) the taxpayer or the taxpayer’s spouse can rea- 
sonably be regarded as having received a pay- 
ment from a registered retirement savings plan or 
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a registered retirement income fund in respect of: 
such portion of the undeducted premiums as 


(i) was not paid by way of a transfer of an’ 
amount froma registered pension plan to.a 
registered retirement savings plan, 


(ii) was not paid by way of a transfer of an’ 
amount from a deferred profit sharing plan to 
a registered retirement savings plan in accor- 
dance with subsection 147(19), and 


(iii) was not paid by way of a transfer of an 
amount from a provincial pension plan pre-. 
scribed for the purpose of paragraph 60(v) to a. 
registered retirement savings plan in circum- 
stances to which subsection (21) applied, 


(c) the payment is received. by the taxpayer or the 
taxpayer's spouse in a particular taxation year 
that is 


(1) the year in which the premiums were paid 
by the taxpayer, 


(ii) the year in which a notice of assessment 
for the taxation year referred to in subpara- 
graph (i) was sent to the taxpayer, or 


(iii) the year immediately following the year 
referred to in subparagraph (i) or (ii), and | : 


(d) the payment is included in computing the tax- 
payer’s income for the particular year, 


the payment (except to the extent that it is a pre- 
scribed withdrawal) may be deducted in computing 
the taxpayer’s income for the particular year unless it. 
is reasonable to consider that 


(e) the taxpayer did not reasonably expect that the: 
full amount of the premiums would be deductible 
in the taxation year in which the premiums were 
paid or in the immediately preceding taxation 
year, and | 


(f) the taxpayer paid all or any portion of the pre- 
miums with the intent of receiving a payment 
that, but for this paragraph and paragraph ‘(e); 
would be deductible under this subsection. 


Related Provisions: 60(i) — Deduction for RRSP premiums 
paid; 146(5)— Deduction for contribution to own RRSP; 
146(5.1) — Deduction’ for contribution” to spousal RRSP; 
146(8.21) — Excess premium deemed not paid; 146(16) — Dedue- 
tion on transfer of funds; 147.3(13.1) — Withdrawal of excessive 
transfers to RRSPs and RRIEFs; 252(4) — Extended meaning of 
“spouse”; Reg. 8307(4) — Eligibility of withdrawn amount for 
designation. 

History: Subpara. 146(8.2)(b)(iii) added by 1994, c. 21, subsec. 
69(6), applicable to 1992 et seg. “TEEN 

Para. 146(8.2)(b) amended by 1994, c. 7, Sch: VII (1993, c. 24); 


subsec. 82(8), applicable to 1991 et seq. except that for the 1991 
taxation year subpara. (i) shall be read as follows: 


(i) was not paid by way ofa transfer of an amount from a 
registered pension plan to a registered retirement savings plan 
in accordance with any of subsections 147 .3(1) and (4) to (7), 
and 

Para. (b) formerly read: 


(b) the taxpayer or the taxpayer’s spouse can reasonably be 
regarded as having received a payment from a registered re- 
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tirement savings plan: ora registered retirement income fund 
in respect of such undeducted premiums, 


Pre-RSC History: Subsec. 146(8.2) substituted by 1990, c. 35, 
subsec. 13(12), applicable with respect: to RRSP peeniifashs paid af- 
ter 1990. Subsec. (8.2) formerly read: 


(8.2) Amount deductible — Where the aggregate of all pre- 
miums paid in a taxation year by a taxpayer to one or more’ 
registered retirement savings plans under! which he or his 
spouse is the annuitant is not deductible by the taxpayer in’ 
computing his income for the year or the immediately preced- 
ing taxation year, and the taxpayer or his spouse can reasona- 
bly be regarded as having received, in the year in which a 
notice of assessment for the year was sent or in the following 
year, a payment in respect of the part that was not deductible 
from one or more such registered retirement savings plans, or 
from one or more registered retirement income funds to — 
which any such plan was transferred, the payment may be de- 
ducted in computing the taxpayer’s income for the taxation 
year in which the neat is received and includéd in ‘his 
income. 


Subsec. 146(8.2) substituted by 1986, c. 55, subsec. 56(4), aR 
ble to 1986 et seg. Subsec. 146(8:2) formerly read: 


(8.2) Amount deductible — Where in a particular taxation 
year 


(a) the lesser of 


(i) the amount by which the aggregate of all amounts 

paid in the year by a taxpayer to one or more regis-., 
tered retirement savings plans under which he or his 

spouse is an annuitant, other than amounts to. which 

paragraph 60(j), (j.1) or (1) or subsection 146(16) ap- 

plies, exceeds the aggregate of amounts deducted in 

computing his income for the preceding taxation year 

in respect thereof, and 


(ii) $5,500, 
exceeds 


(b) the aggregate of amounts deductible by the taxpayer 
in computing his income for the year in respect of the 
amounts referred to in subparagraph (a)(i) in determining 
his income for the purposes of an assessment under sub- 
section 152(1), 


and the taxpayer has received a payment in respect of that 
excess from one or more of those plans in the year in which 
the notice of that’ assessment was sent or in ‘the following 
- year, there may be deducted in computing the income of the 
taxpayer for such a taxation year in which sucha payment is 
received by him the amount of the payment received in the 
year but not exceeding the amount by which the excess ex- 

- ceeds the aggregate of any amounts deducted in previous 
years under this subsection in, respect.of the particular year. 
Subpara: 146(8.2)(a)(i) substituted by 1980-81-82-83, c. 140, sub- 
sec, 98(7), to add.a reference to para. 60(j.1) and to substitute “pre- 
ceding taxation. year” for “previous year”, applicable to, the 1981] 

arid subsequent taxation years. 


Subsec. 146(8.2) added by 1976-77, c. 4, subsec..56(5), vaplicaile 
to 1976 et seq. 


Regulations: 8307(6) (prescribed withdrawal). 


Interpretation Bulletins: IT-307R3: Spousal registered ‘retire- 
ment savings plans; IT-124R6: Contributions to registered retire- 
ment savings. plans. 


Forms: 1746: Calculating your deduction for refund of RRSP ex- 
cess contributions; T3012: Application for refund of RRSP excess 
contributions; 13012A: Tax deduction waiver on the refund of your 
undeducted RRSP contributions. 


(8.21) Premium deemed not paid— Where a 
taxpayer or the taxpayer’s spouse has, at any time in 


S. 146(8.3): 


a taxation year, received a payment from a registered 
retirement savings plan or a registered retirement in- 
come fund in respect of all or any portion of a pre- 
mium paid by the taxpayer to a registered retirement 
savings plan and..the payment has been deducted 
under subsection (8.2) :in computing the taxpayer’s 
income for the year, the premium or portion thereof, 
as the case may be, shall, 


(a) for the. purposes of. determining, after that 
‘time, the amount that may be deducted. under 
subsection (5) or (5.1) in computing the tax- 
payer’s income for the year or a preceding taxa- 
tion year, and 


(b) for the purposes of subsections (8.3) and 
146.3(5.1) after that time, in the case of a pay- 
ment.received by the taxpayer, 


be deemed not to have been a premium paid by the 


‘taxpayer to a registered retirement savings plan. 


Related Provisions: 146(8.6) — Spouse's income; 252(4) — Ex- 
tended meaning of “spouse”. 
Pre-RSC History: Subsec. 146(8.21). added. by 1990, c. 35, sub- 


sec.’ 13(12), sivas with ieipiph to RRSP. premiums; paid: after 
1990. 


Interpretation’ Bulletins: IT- 124R6: Contributions ‘to registered 
retirement savings plans. 


(8.3) Spousal RRSP payments — Where at any 
time.in a taxation year a particular amount in respect 
of a registered: retirement savings plan that is a 
spousal plan in relation to,a taxpayer is required by 
reason of subsection (8) or paragraph (12)(b) to be 
included in computing the income of the taxpayer’s 
spouse before the plan matures or as a payment in 
full or partial commutation of a retirement income 


under the plan and the taxpayer is not living separate 


and apart from the taxpayer’s spouse at that time by 
reason of the breakdown of their marriage, there 
shall. be included at that time! in computing the tax- 
payer’s income’ for the year an amount equal to the 
lesser of 


(a) the total, of all amounts each of which is a pre- 
mium paid by the taxpayer in the year or in one 
of the two immediately preceding taxation years 
to. a registered retirement savings plan under 
which the taxpayer’s spouse was the annuitant at 
the time the premium was paid, and 


(b) the particular amount. 


Related Provisions: 56(1)(h) — Income from RRSP; 60G.2) — 
Transfer to spousal RRSP; 74.5(12) — Application; 146(8.21) — 
Premium deemed not paid; 146(8.5) — Ordering; 146(8.6) — 
Spouse’s income; 146(8.7)-— Where subsec. (8.3) does not apply; 
146.3(5.1) — Parallel rule for RRIFs; 146.3(5.4) — Spouse’s. in- 
come; 147.3(13.1) — Withdrawal of excessive transfers to RRSPs 
and RRIFs; 13300) Withholding of tax at source, 252(4) — 
Extended meaning of “spouse”. 


Pre-RSC History: Subsec. 146(8.3) substituted by 1990, c. 35, 
subsec. 13(13), applicable to 1989 et seq. except that in its applica- 
tion to the 1989 and 1990 taxation years the subsec. shall be read as 
follows: 


(8.3) Where at any time in a taxation year a particular amount 
in respect of a registered retirement savings plan to which a 
premium deductible under paragraph 60(j.2) or subsection 
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(5.1) has been paid is required under subsection (8) or para- 
graph (12)(b) to be included in computing the income of the 
taxpayer's spouse before the plan.matures or as a payment in 
full or partial commutation of a retirement income under the 
plan, except where the taxpayer is living separate and apart 
from the taxpayer’s spouse at that time by reason of the 
breakdown of their marriage, all or any part of each premium 
paid by the taxpayer in the year or.in one of the two immedi- 
ately preceding taxation years that is deductible under para- 
graph 60(j.2) or subsection (5.1) in computing the taxpayer’s 
income for a year shall be included at that time in computing 
the taxpayer’s income for the year, except to the extent that 
the aggregate of those premiums or parts thereof exceeds: the 
particular amount. 


Subsec. (8.3) formerly read: 


(8.3) Amount included in income — Where at any. time ina 
taxation year a particular amount in respect of a registered 
retirement savings plan to which a premium deductible under 
subsection (5.1) has been paid is required under subsection 
(8) or paragraph (12)(b) to be included in computing the in- 
come of the taxpayer’s spouse before the plan matures or as-a 
payment in full or partial commutation of a retirement income 
under the plan, except where the taxpayer is living separate 
and apart from his spouse at that time by reason of the break- 
down of their marriage, all or any part of each premium paid 
‘by the taxpayer in the year or in one of the two immediately 
preceding taxation years that is deductible under subsection 
(5.1). in computing his income for a year shall be included at 
that time in computing his income for the year, except to the 
extent that the aggregate of those premiums or parts thereof 
exceeds the particular amount: Mie 


Subsec. 146(8.3) substituted by 1986, c. 55, subsec. 56(4), applica- 
ble to 1986 et seq. Subsec. 146(8.3) formerly read: 


(8.3) Amount to be included in computing income — 
Where at any particular time in a taxation year a particular 
amount in respect of a plan to which a contribution deductible 
under subsection (5.1) has. been made would be required. by. 
_ paragraph (12)(b) (if it were read. without reference to the 
words “minus the amount required by subsection (8.3) to be 
included in computing the income of the taxpayer’s spouse”’) 
to be included in computing the income for the year of the 
spouse of a taxpayer, except where the taxpayer is living 
apart and separated from his spouse at the particular time as a 
result of the breakdown of their marriage and pursuant to a 
decree, order or judgment of a competent tribunal or a written 
separation agreement, there shall be included in computing 
the income for the year of the taxpayer all or any part of the 
lesser of the particular amount and the aggregate of all 
amounts each of which was paid by the taxpayer and was 


(a) deductible under subsection (5.1) in computing his in- 
come for the year; or 


(b) deducted under subsection (5.1) in computing his in- 
come for one of the 2 immediately preceding taxation 
years. 


Subsec. 146(8.3) amended by 1985, c. 45, subsec. 82(2), to 
substitute 


“all or any part of the lesser of the particular amount and the 
aggregate of all amounts each of which was paid by the tax- 
payer and was 


(a) deductible under subsection (5.1) in computing his in- 
come for the year; or 


(b) deducted under subsection (5.1) in computing his in- 
come for one of the 2 immediately preceding taxation 
years.” 


for 


“amounts paid by the taxpayer and deductible under subsec- 
tion (5.1) in computing his income for the year or deducted 
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under that subsection in computing his income for either of 
the two immediately preceding taxation years not exceeding, 
in the aggregate, the particular amount.”, 


applicable with respect to amounts to which. para. 146(12)(b) ap-. 
plies after February 15, 1984. 


Subsec. 146(8.3) substituted by 1984, c. 45, subsec. 53(2), ‘to add 
“except where the taxpayer is living apart and separated from his 
spouse at the particular time as a result of the breakdown of their 
marriage and pursuant to a decree, order or judgment of a compe- 
tent tribunal or a written separation agreement”, applicable. with re- 
Spect to amounts to which para. 146(12)(b) applies after February 
15, 1984, 


Subsec. 146(8.3) added by 1977-78, c. 1, subsec. 72(3), applicable 
after March 31, 1977. | 


Selected Cases [subsec. 146(8.3)]: Gilbert (M.) v. Canada, 
[1993] 1.C.T.C. 233 (FCA) (Year in which actual payment made is 
relevant, not prior. year in respect of which deduction taken). 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans; IT-307R3: Spousal registered retirement 
savings plans; IT-415R2: Deregistration of RRSPs. 


Forms: T2205: Calculation of amounts froma spousal RRSP or 
RRIF to be included in income. 


(8.4) [Repealed under former Act] 


Pre-RSC History: Subsec. 146(8.4) repealed, by 1990, c. 35, 
subsec. 13(14), applicable to. 1991 et seg. That subsec. formerly 
read: 


(8.4) Interpretation — Where a registered retirement savings 
plan receives a payment out of or a transfer from 


(a) a plan described in subsection (8.3), or 


(b) a registered retirement income fund which was a fund 
described in subsection 146.3(5.1) 


the plan shall be deemed to be a registered retirement savings 
plan to which a premium deductible under subsection Keel.) 
has been paid. 


Subsec. 146(8.4) substituted by 1986, c. 55, subsec. 56(4), applica- 
ble. to 1986 et seg. Subsec. 146(8.4) formerly read: 


(8.4) Interpretation — For the purposes of subsection (8.3) a 
plan to which a payment or transfer described in subsection 
(16) has been made from a plan described in subsection (8.3) 
shall be deemed to be a plan to which a contribution deducti- 
ble under subsection (5.1) has been made. 


Subsec. 146(8.4) added by 1977-78, c.1; subsec. 72(3), applicable 
after March 1977. 


(8.5) Ordering — Where a taxpayer has paid more 
than one premium described in subsection (8.3), 
such a premium or part thereof paid by the taxpayer 
at any time shall be deemed to have been included in 
computing the taxpayer’s income by virtue of that 
subsection before premiums or parts thereof paid by 
the taxpayer after that time. 


Interpretation Bulletins: IT-307R3: Spousal registered retire- 
ment savings plans. 


(8.6) Spouse’s income — Where, in respect of an 
amount required at any time in a taxation year to be 
included in computing the income of.a taxpayer’s 
spouse, all or part of a premium has by reason of 
subsection (8.3) been included in computing the tax- 
payer’s income for the year, the following rules 
apply: 

(a) the premium or part thereof, as the»case may 

be, shall, for the purposes of subsections (8.3) 


1284 


Div. G — Deferred and Other Special Income Arrangements 


and 146.3(5.1) after that time, be deemed not to 
have been a premium paid to a registered retire- 
ment savings plan under which the taxpayer’s 
‘spouse was the annuitant; and 


(b) an amount equal to the premium or part 
thereof, as the case may be, may be deducted in 
computing the income of the spouse for the year. 


Related Provisions: 146(8.21) — Premium deemed not paid; 
146.3(5.4) — Spouse’s income; 252(4) — Extended meaning of 
“spouse”. 


Pre-RSC History: That portion of subsec. 146(8.6) preceding 
para. (b) substituted by 1990, c. 35, subsec. 13(15), applicable to 
1991 et seq. That portion formerly read: 


(8.6) Spouse’s income — Where, in respect of an amount 
received by a taxpayer’s spouse, all or part of a premium has 
by virtue of subsection (8.3) or 146.3(5.1) been included at 
’~ any time in computing the taxpayer’s income for a taxation 
year, 


(a) the premium or part thereof, as the case may be, shall, 

for the purposes of subsections (8.3) and 146.3(5.1) after 

that time, be deemed not to have been a premium deduct- 
- ible under subsection (5.1); and 


Subsecs. 146(8.5), (8.6) substituted by 1986, c. 55, subsec. 56(4), 
applicable to 1986 et seq. Those subsecs. formerly read: 


(8.5) Ordering — Where a taxpayer has paid more than one 
amount described in subsection (8.3), such an amount or part 
thereof paid by him at any time shall be deemed to have been 
included in computing his income by virtue of subsection 
(8.3) before amounts or parts thereof paid by him after that 
time. 


(8.6) Amounts not to be included more than. once — 
Where all or any part of an amount has, by virtue of subsec- 
tion (8.3), been included at any particular time in computing a 
taxpayer’s income for a taxation year, that amount or part, as 
the case may be, shall not subsequently be included in com- 
puting that taxpayer's income. 


Subsecs. 146(8.5), (8.6) added by: 1977-78, c. 1, subsec. 72(3), ap- 


plicable after March 1977. 


Interpretation Bulletins: IT-307R3: Spousal registered retire- 
ment savings plans; IT-415R2: Deregistration of RRSPs. 


(8.7) Where subsec. (8.3) does not apply — 
Subsection (8.3) does not apply 


(a) in respect of a,taxpayer at any time during the 
year in which the taxpayer died; 


(b).in respect of a taxpayer where either the tax- 
payer or the taxpayer’s spouse is a non-resident at 
the. particular time referred to in that subsection; 


(c) in respect of amounts paid out of or under a 
plan referred to in subsection (12) as an 
“amended plan” to which paragraph (12)(a) ap- 
plied before May 26, 1976, 


(d) to any payment that is received in full or par- 
tial commutation of a registered retirement in- 
come fund or a registered retirement savings plan 
and in respect of which a deduction was. made 
under paragraph 60(1) if, where the deduction was 
in respect of the acquisition of an annuity, the 
terms of the annuity provide that it. cannot be 
commuted, and it is not commuted, in whole or in 
part within 3 years after the acquisition; or 


S. 146(8.8) 


(e) in respect of an amount that is deemed by sub- 
section (8.8) to have been received by an annui- 
tant under a registered retirement savings plan 
immediately before the annuitant’s death. 


Pre-RSC History: Para. 146(8.7)(e) added by 1990, c. 35, subsec. 
13(16), applicable to 1988 et seq. 


Para. 146(8.7)(d) added by 1986, c. 55, subsec. 56(5), applicable to 
1986 et seq. 


Subsec. 146(8.7) added by 1977-78, c. 1, subsec. 72(3), applicable 
after March 31, 1977. 


Interpretation Bulletins: IT-307R3: Spousal registered retire- 
ment savings plans; IT-415R2: Deregistration of RRSPs. 


(8.8) Effect of death where person other than 
spouse becomes entitled — Where the annui- 
tant under a registered retirement savings plan (other 
than a plan that had matured before June 30, 1978) 
dies after June 29, 1978, the annuitant shall be 
deemed to have received, immediately before the an- 
nuitant’s death, an amount as a benefit out of or 
under a registered retirement savings plan equal to 
the amount, if any, by which 


(a) the fair market value of all the property of the 
plan at the time of death 


exceeds 


(b) where the annuitant died after the maturity of 
the plan, the fair market value at the time of the 
death of the portion of the property described in 
paragraph (a) that, as a consequence of the death, 
becomes receivable by a person who was the an- 
nuitant’s spouse immediately before the death, or 
would become so receivable should that person 
survive throughout all guaranteed terms con- 
tained in the plan. 


Related Provisions: 60(1)(v)(B.1) — Transfer of RRSP premium 
refunds; 146(8.7)— Where subsec. (8.3) does not: apply; 
146(8.9) — Effect of death where person other than spouse be- 
comes entitled; 146.3(6) — Parallel rule for RRIFs; 160.2(1) — 
Joint and several liability in respect of amounts received out of or 
under. RRSP; 214(3)(c)— Non-resident withholding tax; 
252(4)(a) — Extended meaning of “spouse”. 


History: Para. 146(8.8)(b) substituted by 1994, c. 21, subsec. 
69(7), applicable to deaths occurring after 1992. roa para. formerly 
read: 


(b) the portion thereof that; as a consequence of the annui- 
tant’s death, becomes receivable by the annuitant’s spouse, or 
would become so receivable should that spouse survive 
throughout all guaranteed terms contained in the plan. 


Pre-RSC History: Subsec. 146(8.8) amended by 1979, c. 5, sub- 
sec. 46(11), applicable after June 29, 1978. Subsec. 146(8.8) for- 
merly read: 


(8.8) Where, as a consequence of the death of an individual, a 
person, other than the spouse of the individual, becomes enti- 
tled to receive an amount out of or under a contract or ar- 
rangement that was, at the time of the individual’s death, a 
registered retirement savings plan of the individual that ma- 
tured or provided for maturity after the day on which this sub- 
section comes into force, 


(a) the individual shall be deemed to have received, 1m- 
mediately before his death, an amount out of or under a 
registered retirement savings plan equal to the fair market 
value at the time of his death of the amount the person 
became entitled to receive; and 
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(b) the plan shall be deemed, for the purposes of this Act, 
not to be a registered retirement savings plan at any time 
after the individual’s death. 


Subsec. 146(8.8) added by 1977-78, c. 32, subsec, 34(15). 
Regulations: 214(4) (information return): 


Interpretation Bulletins: IT-307R3: Spousal registered’ retire- 
ment savings plans; IT-SOOR: RRSPs — death of an annuitant. 


Advance Tax Ruling: ATR-37: Refund of premiums transferred 
to spouse. fh 8 


(8.9) Idem — There may. be deducted from the 
amount deemed by subsection (8.8). to have been re- 
ceived by an annuitant as a benefit out of or under a 
registered retirement savings plan an amount not ex- 
ceeding the amount determined by the formula 


(B+ C=D) 


Ax|1- (B + C) 


where 
A is the total of 


(a) all refunds of premiums in respect of the 
plan, 

(b) all tax-paid amounts in respect of the plan 
paid to individuals who, otherwise than: be- 
cause of subsection (8.1), received refunds of 
premiums in respect of the plan, and 


(c) all amounts each of which is a tax-paid 
amount in respect of the plan paid to the legal 
representative of the annuitant under the plan, 
to the extent that the legal representative 
would have been entitled to designate that tax- 
paid amount under subsection (8.1) if tax-paid 
amounts were not excluded in determining re- 
funds of premiums; 


B is the fair market value of the property of the plan 
at the particular time that is the later of 


(a) the end of the first calendar year that: be- 
gins after the death of the annuitant, and 


(b) the time immediately after the last time 
that any refund of premiums in respect of the 
plan is paid out of or under the plan; 


C_ is the total of all amounts paid out of or under the 
plan after the death of the annuitant and before 
the particular time; and . 


D is the lesser of 


(a) the fair market value of the property of the 
plan at the time of the annuitant’s death, and 


(b) the sum of the values of B and C in respect 
of the plan. 


Related Provisions: 60(1) — Transfer of .RRSP premium re- 
funds; 146.3(6.2)— Parallel rule for RRIFs;, 160.2(1) — Joint and 
several liability. in. respect of amounts received out of or under 
RRSP. 


History: The. description of A in subsec. 146(8.9) amended by 
1998, c. 19, subsec...170(7), applicable to. deaths occurring after 
1992. The description formerly. read: 


A is the total of all refunds of premiums in respect of the 
plan; 
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Subsec. 146(8.9) substituted by 1994, c. 21, subsec. 69(8), applica: 
ble to deaths occurring after’ 1992. That subsec. formerly read: 


(8.9) Idem — There may be deducted from the ‘amount 
deemed by subsection (8.8) to have been received by «an an- 
nuitant as a benefit out of or under a registered retirement 
‘savings plan the total of all amounts each of which is 


(a) that portion of an amount paid out of or under the 
plan that is deemed to be received by a beneficiary as a 
benefit that is a refund of premiums pursuant to subsec- 
tion (8.1); or 

(b) an amount received under the plan by a child or 
grandchild of the annuitant as a refund.of premiums. 


Interpretation Bulletins: IT-500R: RRSPs—death of an 
annuitant. 


Advance Tax Ruling: ATR-37: Refund of premiums transferred 
to spouse. WRC 


(8.91) Amounts. deemed _ receivable by 
Spouse — Where, as a consequence of the death of 
an annuitant after the maturity of the annuitant’s reg- 
istered retirement savings plan, the annuitant’s legal 
representative has become entitled to. receive 
amounts out of or under the plan for the benefit of 
the spouse of the deceased and the legal representa- 
tive and the spouse file with the Minister a joint elec- 
tion in prescribed form, 


(a) the spouse shall be deemed to have become 
the annuitant under the plan as a consequence of 
the annuitant’s death; and 


(b) such amounts shall be deemed to be receiva- 
ble by the spouse and, when paid, to be received 
by the spouse as.a benefit under the plan, and not 
to be received by any other person. 
Related Provisions: 60(1) — Transfer of RRSP premium re- 
funds; 160.2(1) — Joint and several liability in respect of amounts 
received out of or under RRSP: 214(3)(c) — Non-resident with- 


holding tax; -248(8) — Occurrences-as a consequence of death; 
252(4) — Extended meaning of “spouse”. 


Pre-RSC History: Subsecs. 146(8.9), (8.91): enacted by. 1979,.c..5, 
subsec. 46(11), applicable after June 29, 1978. 


Interpretation Bulletins: IT-307R3: Spousal registered retire- 
ment savings plans; IT-SOOR: RRSPs — death of an annuitant. 


(9) Where disposition of property by trust — 
Where in a taxation year a trust governed by a regis- 
tered retirement savings plan 
(a) disposes of property for a consideration less 
than the fair market value of the property at the 
time of the disposition, or for no consideration, or 


(b) acquires property for a consideration greater 
than the fair market value of the property at the 
time of the acquisition, . 


the difference between the fair market value and the 
consideration, if any, shall be included in ‘computing 
the income for the taxation year of the annuitant 
under the plan. / 

Related Provisions: 146(11) — Life - insurance policies; 
146(12) — Change in plan after registration; 214(3)(c) — Non-resi- 
dent withholding tax. . 


Regulations: 214(2) (information return). 


Forms: T3R-G: RRSP group information return; T3R-Ind: RRSP 
individual information return and income tax returh. 
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(10) Where acquisition of non-qualified 
investment by trust— Where at any time in a 
taxation year ‘a trust governed by a registered retire- 
ment savings plan 


(a) acquires.a non-qualified. investment, or 


(b) uses or permits to be used any property of the 
trust as security for a loan, 


the fair market value of 


(c) the non-qualified investment at the time it was 
acquired by the trust, or 

(d) the property used as security at the time it 
commenced to be so used, 


as the case may be, shall be included in computing 
the income for the year of the taxpayer who is the 
annuitant under the plan at that time. 

Related Provisions: 146(6) — Disposition of non-qualified in- 
vestment; 146(7)— Recovery .of property. used. as security ; 
146(10.1).—.Tax payable by. trust; 146(11)— Life insurance poli- 
cies; 207.1(1) — Tax, payable by RRSP; 214(3)(c) — Non-resident 
withholding tax; 259(1) — Election for proportional holdings in 
trust property. | 

Pre-RSC History: Subsec. 146(10) substituted by 1979, c. 5, 
subsec. 46(12), applicable in respect of property acquired or used as 
security after November 16, 1978. Subsec. 146(10) formerly read: 


(10) Where in a taxation year a trust governed by a registered 
retirement savings plan 


(a) acquires a non- qualified investment, or 


(b) uses or permits to be used any property of the trust as 
security for a loan, 


the cost to the trust of the non-qualified investment or the fair 
market value, at the timé the property is used as security, of 
the property so used, as the case may: be, shall:-be included in: 
computing the income for the, year of the taxpayer who is the 
annuitant under the plan. 


Selected Cases [subsec. 146(10)]: Millward v. The Queen, 
[1986] 2 C.T.C. 423 (FCTD) (Cross investments in mortgages made 
by RRSPs of two partners were not at arm’s length and were “non- 
qualified investments”); The Queen v. Epstein, [1984] C.T.C. 270 
(FCTD) (Definition of terms in federal legislation may not be the 
same as under applicable provincial legislation; definition of “mort- 
gagor”’, considered). 


Regulations: 214(2) (information, return). 


Interpretation Bulletins: IT-320R2: RRSP — qualified invest- 
ments; IT-4]5R2: Deregistration of RRSPs. 


Forms: T3R-G: RRSP. group information return; T3R- ad RRSP 
individual information return and income tax return. 


(10.1) Where tax payable — Where in a taxation 
year a trust governed by a registered retirement sav- 
ings plan holds: a property that is a non-qualified 
investment, 


(a) tax is payable under this Part by the trust on 
the amount that its taxable income for the year 
would be if it had no incomes or losses from 
sources other, than non-qualified investments and 
no capital gains or losses other than from disposi- 
tions of non-qualified investments; and 


(b) for the purposes. of paragraph (a), 


(i) “income” includes dividends described in 
section 83, and 


S. 146(12) 


(ii) paragraphs 38(a) and (b) shall be read 
without reference to the fractions set out in 
those paragraphs. 


Related Provisions: 146(4) — Tax not oreriiee payable by 
trust; 259(1) — Election for proportional holdings in trust property. 


Pre-RSC History: Subpara. 146(10.1)(b)(ii) substituted by 1988, 
c. 55, subsec. 130(3), applicable to 1988 et seg. Subpara. 
146(10.1)(b)(Gi) formerly read: 


(ii) paragraphs 38(a) and (b) shall be read without reference 
to the words “'/2 of’ where they appear: therein: 


~ Subsec. 146(10.1) added by 1986, c. 6, subsec. 81(4), applicable to 


1986 et seq. in respect of property acquired after October 31, 1985. 


Interpretation Bulletins: IT-320R2:. RRSPs — qualified 
investments. 


(11) Life insurance abies — Subsections 
198(6) and (8) are applicable, with such modifica- 
tions as the circumstances require, to subsections (6), 
(9) and (10), except that in the application of subsec- 
tion. 198(8) to the latter subsections paragraph 
198(8)(a) shall be read as follows: 


(a) “the trust shall be deemed, for the purposes 
of subsection 146(6), to have disposed of each 
non-qualified investment that, by virtue of pay- 
ments under the policy, it was deemed by sub- 
section 146(10) to. have acquired, and” 

Related Provisions: 146(1)‘qualified investment’(c)-(c.2) — 


Annuity contracts as qualified investments; 146(11.1) — Subsec. 
(11) does not apply to contracts issued after 1997. 


Interpretation Bulletins: IT-408R: Life insurance policies as in- 
vestments. of RRSPs and DPSPs. 


(11.1) Exception — Subsection (11) does not apply 
to annuity contracts issued after 1997. 


History: Subsec. 146(11.1) added by 1998, c. 19, subsec. 170(8), 
applicable after 1997. 


(12) Change in plan after registration — 
Where, on any day after a retirement savings plan 
has been accepted by the Minister for registration for 
the purposes of this Act, the plan is revised or 
amended or a new plan is substituted for it, and the 
plan as revised or amended or the new plan, as the 
case may be (in this subsection referred to as’ the 
“amended plan”), does not comply with the require- 
ments of this section for its acceptance by the Minis- 
ter for registration for the purposes of this Act, sub- 
ject to subsection (13.1), the following rules apply: 


(a) the amended plan shall be deemed, for the 
purposes of this Act, not to be a registered retire- 
ment savings plan; and 
(b) the taxpayer who was the annuitant under the 
plan before it became an amended plan shall, in 
computing the taxpayer’s income for the taxation 
year that includes that day, include as income re- 
ceived at that time an amount equal to the fair 
market value of all the property of the plan im- 
mediately before that time. 
Related Provisions:  146(2) — Requirements for registration; 
146(8.3) — Spousal RRSP payments; 146(8.7) — Where ss. (8.3) 


does not apply; 146(13) — Change in plan after registration, 
147.3(13.1) — Withdrawal of excessive transfers to RRSPs and 
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RRIFs; 146(13.2), (13.3) — Pre-1997 plan that does not mature by 
age 69 is deemed deregistered; 204.1 — Tax in respect of over-con- 
tribution to deferred income plans; 204.2(1.4) — Deemed receipt 
where RRSP or RRIF amended; 214(3)(c) — Non-resident with- 
holding tax. 


Pre-RSC History: That portion of subsec. 146(12) preceding para. 
(a) substituted by 1990, c. 39, subsec. 36(2), applicable with respect 
to revisions, amendments and substitutions made after 1988. That 
portion formerly read: 


(12) Where, on any day after a retirement savings plan has 
been accepted by the» Minister for registration for the pur- 
poses of this Act, the plan is revised or amended or a new 
plan is substituted therefor, and the plan as revised or 
amended or the new plan substituted therefor, as the case may 
be, (hereinafter in this subsection referred-to as the “amended 
plan”) does not comply with the requirements of this section 
for its acceptance by the Minister for registration for the pur- 
poses of this Act, the following rules apply: 


Subsec. 146(12) amended by 1986, c. 55, subsec. 56(6), to substi- 
tute “on any day” for “at any time” following “Where,”, applicable 
to 1986 er seq. and to substitute para’ 146(12)(b) apphcable after 
May 25, 1976 but in its application in respect of plans to which 
para. 146(12)(a) had application on or before. that date, para. 
146(12)(b) shall be read as follows: 


(b) there shall be included in computing the income of a tax- 
payer for a taxation year all amounts received by him in the 
year that, by virtue of subsection (8) or (9), would have been 
so included if the amended plan had been a registered retire- 
ment savings plan at the time he received those amounts and 
no deduction shall be made under paragraph 60(a) in respect 
-of those amounts in computing his income for that year. ; 


Para. 146(12)(b) formerly read: 


(b) the taxpayer who was the annuitant under the plan before 
it became an amended plan shall, in computing his income for 
a taxation year, include as income received at that time, an 
amount equal to the fair market value of all the property of 
the plan immediately before that time minus the amount te- 
quired by subsection (8.3) to be included in computing the 
income of the taxpayer’s spouse. 


Para. 146(12)(b) substituted by 1977-78, c. 1, subsec. 72(4), appli- 
cable after March 31, 1977 except that in its application in respect 
of plans to which para. 146(12)(a) applied on or before May 25, 
1976, para. 146(12)(b) shall be read as follows: 


(b) there shall be included in computing the income of a tax- 

payer for a taxation’ year all amounts received by him in the. 

year that, by virtue of subsection (8) or (9), would have been 

so included if the. amended plan had been a registered retire- 

ment savings plan at the time he received those amounts, and 

no deduction shall be made under paragraph 60(a) in respect 
of those amounts in computing his income for that year. 


Para. 146(12)(b) formerly read: 


(b) an amount equal to the fair market value at that time of all 
the property of the plan shall be included, as incomé received 
at ‘that time, in computing the income for a taxation year of 
the individual who was the annuitant under the plan before it 
became an amended plan. 


Para. 146(12)(b) substituted by..1976-77,.c. 4, subsec..56(6), appli- 
cable after May 25, 1976 except that in its application in respect of 
plans to which para. 146(12)(a) had application on or before that 
date, para. 146(12)(b) shall be read as follows: 


(b) there shall be included in computing the income of a tax- 
payer for a taxation year all amounts received by him in the 
year that, by virtue of subsection (8) or (9), would ‘have been 
so included if the amended plan had been a registered retire- 
ment savings plan at the time he received those amounts, and 
no. deduction shall be made under paragraph 60(a) in respect 
of those amounts in computing his income for that year. 
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Para. 146(12)(b) formerly read: 


(b) there shall be included in computing the income of a tax- 
payer for a taxation year all amounts received by him in the 
year that, by virtue of subsection (8) or (9), would have been 
so included if the amended plan had been a registered retire- 
ment savings plan at the time he received those amounts, and 
no deduction shall be made under paragraph 60(a) in respect 
of those amounts in computing his income for that year. 


Selected Cases [subsec. 146(1 2)]: Phenix Estate (Trustee of) 
v. Bank of Nova Scotia, [1989] 1 C.T.C. 442 (Sask. CA) (Plan dere- 
gistered when assets pledged as security). 


Regulations: 214(3) (information return). 
Interpretation Bulletins: IT-307R3: Spousal registered retire- 
ment savings plans; IT-415R2: Deregistration of RRSPs. 


Forms: T4RSP Segment; T4RSP Summary: Return of RRSP in- 
come; T4RSP Supplementary: Statement of RRSP income; T3R-G: 
RRSP. group: information return; T3R-Ind: RRSP individual infor- 
mation return and income tax return; T2205: Calculation of amounts 
to be included in income out of spousal RRSP or RRIF. 


(13) Idem — For the purposes of subsection (12), an 
arrangement under which a right or obligation under 
a retirement savings plan is released or extinguished 
either wholly or in part and either in exchange or 
substitution for any right or obligation, or otherwise 
(other than an arrangement the sole object and legal 
effect of which is to revise or amend the plan) or 
under which payment of any amount by way of loan 
or otherwise is made on the security of a right under 
a retirement savings plan, shall be deemed to be a 
new plan substituted for that retirement savings plan. 


~ Related Provisions: 146(2), (3) — Acceptance of plan registra- 


tion; 146(16) — Deduction on transfer of funds. 
Interpretation Bulletins: IT-415R2: Deregistration of RRSPs. 


(13.1) RRSP advantages — Where an issuer of a 
registered retirement savings plan or any person not 
dealing at arm’s length with the issuer has extended 
an advantage to the annuitant of the plan (or to a per- 
son not dealing at arm’s length with the annuitant) 
and that advantage would have been prohibited if the 
plan had met the requirement for registration con- 
tained in paragraph (2)(c.4), 


(a) paragraphs (12)(a) and (b) do not apply by 
reason only of the extension of that advantage; 
and 


(b) the issuer is liable to a penalty equal to the 
greater of $100 and the amount or value of that 
advantage. 


Related Provisions: 146(2)(c.4) — Prohibition against extending 
advantage; 146(5)(a) — Amount of RRSP premiums deductible. 


Pre-RSC History: Subsec. 146(13.1) substituted by 1990, c.°39, 
subsec. 36(3), applicable with respect to advantages extended after 
1988. Subsec. 146(13.1) formerly read: 


(13.1) Presumption — Where on any day after June 30, 
1982 an advantage is extended or continues to be extended as 
a consequence of the existence of a registered retirement sav- 
ings plan and that advantage would be prohibited if the plan 
met the requirement ‘for registration: contained in paragraph 
(2)(c.4), the plan shall be deemed to become an amended plan 
as of that or any subsequent day that is specified by the Min- 
ister in a notice given by registered mail to the issuer and to 
the annuitant. 


Subsec. 146(13.1) added by 1980-81-82-83, c. 140, subsec. 98(8). 
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interpretation Bulletins: IT-415R2: Deregistration of RRSPs. 


Information Circulars: 72-22R9: Registered retirement saving 
plans. 


(13.2) Maturity after age 69 — For the purpose of 
subsection (12), where a retirement savings plan ac- 
cepted for registration before 1997 does not mature 
by the end of the particular year in which the annui- 
tant. under the plan attains 69 years of age, 


(a) the plan is deemed to have been amended im- 
mediately after the particular year; and 


(b) the plan as amended is deemed not to comply 
with the requirements of this section for-its ac- 
ceptance by the Minister for registration for the 
purposes of this Act. 


Related Provisions: 146(12)(b) — Deregistration and income in- 
clusion as a result of deemed amendments to plan; 146(13.3) — No- 
tification required that plan will be Aahiente 147(10.6) — Paral- 
lel rules for DPSPs. 


History: Subsecs. 146(13.2) added by 1997, c. 25, subsec. 41(4), 
applicable after 1996, except that 


(a) it does not apply,to a retirement savings plan where the an- 
nuitant under the plan attained 70. years of, age before 1997, 


(b) in applying the subsec. to’a retirement savings plan where 
the annuitant under the plan’ attained 69 years of ane! in 1996, 
the references in that provisions to sad years of age” shall be 
tread ‘as “70 years: of age”; 


(c) it does not apply to a retirement savings plan where an annu- 
ity contract was issued before March 6, 1996 under, pursuant to 
or as the plan to provide the retirement income under the plan 
and, under the terms and conditions of the contract as they read 
immediately before that day, 


(i) the day on which annuity payments are to begin under 
the plan.is fixed and determined and is after the year in 
_ which the.annuitant attains 


(A) 69 years of age, where the annuitant had not at- 
tained that' age before 1997, or 


(B) 70 years of age, where the annuitant attained 69 
years of age in 1996, and © 


(ii) the amount and timing of each annuity payment are 
fixed and determined; and 


(d) it does not apply toa retirement savings plan that is part of a 
life insurance policy that was issued. before March 6, 1996 and 

. that has a life insurance component that is not a retirement sav- 
ings plan where, under the terms and conditions of the policy as 
they read immediately before that day, 


(i) the amount of'each premium, if any, subsequently paya- 
ble in respect of the life insurance component of the policy, 
anda date by which each such premium is to be paid, are 
fixed and determined, 


(ii) the amount payable under the policy because of the 
death of the annuitant (determined without reference to any 
amount payable as, on account of, in lieu of payment of or 
in satisfaction of, a policy dividend or related interest) is 
fixed and determined, and 


(iii) insurance on the life of the annuitant is provided under 
the policy for a period of time after the year in which the 
annuitant attains 


(A) 69 years of age, where the annuitant had not at- 
tained that age before 1997, or 

(B), 70 years of age, where the annuitant attained 69 
years of age in 1996. 


Where, because of (d) above, the subsec. does not apply to a retire- 
ment savings plan that is part of a life insurance policy, any part of a 


S. 146(16)(a) 


premium paid under the policy after March 5, 1996 that was not 
fixed and. determined under: the. terms and. conditions of the policy 
as they read at the end of that day is deemed, for the purposes of 
subsecs. 146(5), (5.1) and (8.2), not to have been paid under the 
policy. 


(13:3) Notice — Where a retirement savings plan 
accepted for registration before 1997 does not pre- 
vent maturity after the particular year in which. the 
annuitant under the plan attains 69 years of age, the 
issuer of the plan shall, before July of the particular 
year, notify the annuitant in writing that, pursuant to 
subsections (12) and (13.2), the plan will cease to be 
a registered retirement savings plan if it does not ma- 
ture by the end of the particular year, except that no 
such notification is required where, before that 
month, 


(a) the plan has matured; or 


(b) arrangements have been made for the plan to 
mature, or for the property under the plan to be 
transferred or otherwise paid out of the plan, by 
the end of the particular year. 


Related Provisions: 162(7):— Penalty for failure to comply. 


History: Subsecs. 146(13.3) added by 1997, c. 25, subsec. 41(4), 
applicable on the same basis as subsec. 146(13.2) 


(14) Premiums paid in taxation year — Where 
any amount has been paid in a taxation year as a pre- 
mium under a retirement savings plan that was, at 
the end of that taxation year, a registered retirement 
savings plan, the amount so paid shall be deemed, 
for the purposes of this Act, to have been paid in that 
year as a premium under a registered retirement sav- 
ings plan. 

Related Provisions: 146(1) — “Retirement savings plan”, 


(15) Plan not registered at end of year 
entered into — Notwithstanding anything in this 
section, where an amount is received in a taxation 
year as a benefit under a registered retirement sav- 
ings plan that. was not, at the end of the year in 
which the plan was entered into, a registered. retire- 
ment savings plan, such part, if any, of the amount 
so received as may be prescribed shall be deemed, 
for the purposes of this Act, to have been received in 
the taxation year otherwise than as a benefit or other 
payment under a registered retirement savings plan. 


Regulations: Part I. 


(16) Transfer of funds — Notwithstanding any 
other provision in this section, a registered retire- 
ment savings plan may at any time be revised or 
amended to provide for the payment or transfer 
before the maturity of the plan, on behalf of the an- 
nuitant under the plan (in this subsection referred to 
as the “transferor’), of any property thereunder by 
the issuer thereof 


(a) to a registered pension plan for the benefit of 
the transferor or to a registered retirement savings 
plan or registered retirement income fund under 
which the transferor is the annuitant, or 
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(b) to a registered retirement savings plan or reg- 
istered retirement income fund under which the 
spouse or former spouse of the transferor is the 
annuitant, where the transferor and the trans- 
feror’s spouse or former spouse are living sepa- 
rate and apart and the payment or transfer is 
made under a decree, order or judgment. of a 
competent tribunal, or under a written separation 
agreement, relating to a division of property  be- 
tween the transferor and the transferor’s spouse 
or. former spouse in settlement of rights arising 
out of, or on the breakdown of, their marriage, 


and, where there has been such a payment or transfer 
of such property on behalf of the transferor before 
the maturity of the plan, 


(c) the amount of the payment or transfer shall 
not, solely because of the payment or transfer, be 
included in computing the income of the trans- 
feror or the transferor’s spouse or former spouse, 


(d) no deduction may be made under subsection 
(5), (5.1) or (8.2) or section 8 or 60 in respect of 
the payment or transfer in computing the income 
of any taxpayer, and 


(¢) where the payment or transfer was made to a 
registered retirement savings plan, for the pur- 
poses of subsection (8.2), the amount of the pay- 
ment or transfer shall be deemed not to be a pre- 
mium paid to that plan by the taxpayer. 


Related Provisions: 60(1) — Transfer of RRSP premium. -re- 
funds; 146.3(14) — Transfer of RRIF on marriage breakdown; 
160.2(1) — Joint and several liability in respect of amounts. re- 
ceived out of or under RRSP; 204.2(1) — Excess amount for a year 
for RRSP; 204.2(2) — Where terminated plan deemed to continue 
to exist; 252(3); (4) — Extended meaning of “spouse” and “former 
spouse”. 


History: Para. 146(16)(b) amended applicable after 1992, and all 
that portion of subsec. (16) following para. (b) amended applicable 
to 1991 et seg., by 1994, c. 7, Sch. VIII (1993, c. 24), subsecs. 82(9) 
and (10). Those portions formerly read: 


(b) to a registered retirement savings plan or registered 
retirement income fund under which the spouse or former 
spouse of the transferor is the annuitant, where the trans- 
feror and the transferor’s spouse or former spouse are liv- 
ing separate and apart and the payment or transfer. is 
made pursuant to a decree, order or judgment of a com- 
petent tribunal, or a written separation agreement, relat- 
ing to a division of property between the transferor and 
the transferor’s spouse or former spouse in settlement of 
rights arising out of their marriage or other conjugal rela- 
tionship, on or after the. breakdown of: the marriage or 
other relationship, 


and on the payment or ‘transfer of such property before the 
maturity of the plan, 


(c) the amount so. paid or transferred on behalf of the 
transferor shall not by reason only of that payment or 
transfer be included. by virtue of subsection:(8) in-com- 
puting the income of the transferor or the spouse or for- 
mer spouse, and 


(d) no deduction may be made under subsection (S)3S.1) 
or (8.2) or section 8 or 60, in respect of the amount so 
paid or transferred, in computing the income of any 
taxpayer. 
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Pre-RSC History: That portion of subsec: 146(16) preceding para. 
(c) substituted by 1990, c. 35, subsec. 13(17), applicable with. re- 
spect to 


(a) revisions or amendments made to registered retirement say- 
ings plans after 1989, and 


(b) a payment or transfer of property made after 1989 on behalf 
of the annuitant (in this paragraph referred to as the “trans- 
feror”) under a registered retirement savings plan, other than a 
payment or transfer pursuant to a revision or amendment made 
to the plan before 1990 where the payment or transfer is to a 

-Tegistered retirement savings plan or a registered retirement in- 
come fund under which the transferor’s spouse or former 
spouse (within the meaning assigned by subsections 146(1.1) 
and 252(3) of the said Act,-as enacted by subsections 13(6) and 
28(1), for the purposes of subsection 146( 16) of the said Act) is 
the annuitant, 


and para, 146(16)(a), as it applies with respect..to. revisions or 
amendments made to registered retirement savings plans in 1988 
and 1989, shall be read as follows: ‘ 


(a) to a registered retirement savings plan or registered retire- 
ment income fund under which 


(i) the transferor is the annuitant, or 


(ii) the spouse or former spouse of the transferor, from 
whom the transferor is living separate and apart, is the 
annuitant and the payment or transfer is made pursuant to 

a decree, order or judgment of a competent tribunal, or a 
written separation agreement, relating to a division of } 
property between the transferor and the transferor’s 
spouse or former spouse in settlement of rights arising 
out of their marriage or other conjugal relationship, on or 
after the breakdown of the marriage or other relationship, 
or 


That portion of subsec. 146(16) formerly read: 


(16) Transfer of funds — Notwithstanding anything in this 
section, a registered retirement savings plan may at any time 
be revised or amended to provide for the payment or transfer, 
on behalf of the annuitant under the plan (in this subsection 
referred to as the “transferor”), of any property. thereunder by 
the issuer thereof 


(a) to any issuer of another registered retirement savings 
plan or carrier of a registered retirement income fund 
under which 


(i) the transferor is the annuitant, or 


(ii) the spouse or former spouse’ of the ‘transferor, 
from whom he is living apart, is the annuitant and the 
payment or transfer is made pursuant to a decree, or- 
der or judgment of a competent tribunal, or a written 
separation agreement, relating to a division of prop- 
erty between the transferor. and his spouse or-former 
spouse in. settlement of rights arising, out,-of their 
marriage, on or after the breakdown of the marriage, 
or 


(b) as a contribution to or under a registered pension 
plan, 


and upon the payment or transfer of such property before the 
year in which the transferor attains 72 years of age 


Para. 146(16)(b) amended by 1990, c. 35, s. 29, to substitute “regis- 
tered plan” for “fund or plan”, applicable after 1985. 


Subsec. 146(16) amended by 1986, c. 55, subsec. 56(7), to substi- 
tute, in the portion preceding para. (a), “in this subsection” for “in 
this section” and “any property thereunder” for “any funds thereun- 
der”, to substitute that portion of para. (a) preceding subpara. (i), to 
delete para. (c) (redesignating paras. (d) and (e) as (c) and (d)), and 
to substitute “transfer of such property” for “transfer of such funds” 
in that portion between paras. (b) and (c), applicable to 1986:et seq. 
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That portion of para. (a) preceding: subpara. (i) and para. (c) for- 
merly read: 


(a) to any issuer under another registered retirement savings 
plan under which 


(c) after the earliest of the times described in subparagraph 
(2)(b)(iii), to a carrier (within the meaning of paragraph 
146.3(1)(b)) of a registered retirement income fund under 
which he is the annuitant (within the meaning of ing gi 
146.3(1)(a)), 


Those portions of subsec. 146(16) preceding para. (b) and following 
para..(c) substituted by 1980-81-82-83, c. 140, subsecs. 98(9) and 
(10). respectively, applicable to the 1982 and subsequent taxation 
years. The substituted portions formerly read: 


(16) Notwithstanding anything in this section, a Oren re- 
tirement savings plan may at any time be revised or amended 
to provide for the payment or transfer, on behalf of the annui- 
tant under the plan, of any funds thereunder by the person 
described in paragraph (1)(j) with whom the annuitant has a 
contract or arrangement 


(a) to any such person under another registered retire- 
ment savings plan under which he is the annuitant, 


and upon the payment or transfer of such funds before the 
year in which he attains 72 years of age 


(d) the amount so paid or transferred on behalf of the an- 
nuitant shall not by reason only of such payment or trans- 
fer be included by virtue of subsection (8) in computing 
his income, and 


(e) no deduction may be made under subsection (5) or 

(8.2) or section 8 or 60, in respect of the amount so’ paid 
or transferred, in computing the income of the taxpayer 

for a taxation year. 


All that portion of subsec. 146(16) following para. (b) and preced- 
ing para. (d) substituted by 1979, c. 5, subsec. 46(13), applicable, in 


respect of para. 146(16)(c), after June 29, 1978, and; in respect of 


the remainder ofthat portion to 1979 et seg. The material substi- 
tuted formerly read: 


(c) where the annuitant has attained 60 years of age, to a 
carrier (within the meaning of paragraph 146.3(1)(b)) of 
a registered retirement income fund under which he is the 
annuitant (within the meaning of paragraph 146.3(1)(a)), 


and upon the payment or transfer of such funds 


Subsec. 146(16) substituted by 1977- 78, c. 32, subsec. 34(16). Sub- 
sec. 146(16) formerly read: 


(16) Notwithstanding anything in this section, a registered re- 
tirement savings plan may at any time be revised or amended 
to provide for the payment or transfer, on behalf of the annui- 
tant under the plan, of any funds thereunder by the person 
described in paragraph (1)(j) with whom the annuitant has a 
contract or arrangement 


(a) to another such person under a registered retirement 
savings plan, or 


(b) as a contribution to or under a registered pensian fund 
or plan, 


and upon the payment or transfer, of such funds 


(c) the amount so paid or transferred on behalf of the .an- 
nuitant shall not by reason only of such payment or trans- 
fer be included by virtue of subsection (8) in computing 
his income, and 


(d) no deduction may be made under subsection (5) or 

- (8.2) or section 8 or 60, in respect of the amount so paid 
or transferred, in computing the income of the taxpayer 
for a taxation year. 


S. 146(18) 


Subsec. 146(16) substituted by 1976-77, c. 4, subsec. 56(7), applica- 
ble to. 1976 et seg. Subsec. 146(16) formerly read: 


(16) Notwithstanding anything in this section, a registered re- 
tirement savings plan may at any time be revised or amended 
with the approval of the Minister to provide for the payment 
or transfer, on behalf of the annuitant under the plan, of any 
funds thereunder by the person described in paragraph (1)(j) 
with whom the annuitant has a contract or arrangement 


(a) to another such person under a registered retirement 
savings plan, or 


(b) as a contribution to or under a registered pension fund 
or plan, 


and upon the payment or transfer of such funds 


(c) the amount so paid or transferred on behalf of the an- 
nuitant shall not by reason only of such payment or trans- 
fer be included in computing his income, and 


(d) no deduction. may be made under subsection (5) or 
section 60 in respect of the amount so paid or transferred 
‘in computing the income of the taxpayer for a taxation 
year. 


Regulations: 214(5), (6) (information return). 


Interpretation Bulletins: IT-307R3: Spousal registered. retire- 
ment savings plans; IT-415R2: Deregistration of RRSPs; IT-528: 
Transfers of funds between registered plans. 


Information Circulars: 72-22R9: Registered retirement savings 
plans; 74-1R5: Form T2037, Notice of purchase of annuity with 
“plan” funds; 79-8R3: Forms to use to directly transfer funds to or 
between plans, or to purchase an annuity. 


Advance Tax Ruling: ATR-31: Funding of divorce settlement 
amount from DPSP. 


Forms: T2033: Direct transfer under para. 146(16)(a) or 
146.3(2)(e); T2220: Transfer between retirement savings plans or 
retirement income funds on marriage breakdown. 


(17) [Repealed under former Act] 


Pre-RSC History: Subsec. 146(17) repealed by 1990, c. 35, sub- 
sec. 13(18), applicable with respect to RRSP premiums paid after 
1990; and with respect to RRSP premiums paid before 1991 subsec. 
146(17) shall be read as follows: 


(17) For the purposes of this section, where before a particu- 
lar time a taxpayer has received a payment described in para- 
graph. (2)(c.1) (as it read in 1990), the amounts paid by the 
taxpayer to registered retirement savings plans under which 
the taxpayer or the taxpayer’s spouse is the annuitant in the 
year in respect of which that payment is made to the taxpayer 
are deemed to be the amounts so paid by the taxpayer to such 
plans in that year less the aggregate of all such payments re- 
‘ceived by the taxpayer in respect of that year before the par- 
ticular time. 


Subsec. 146(17) formerly read: 


(17) Interpretation — For the purposes of this section, where 
before a particular time a taxpayer has received a payment 
described in paragraph (2)(c.1), the amounts paid by him to 
registered retirement savings plans under which he or his 
spouse is the annuitant in the year in respect of which that 
payment is made to him are deemed to be the amounts so 
paid by him to such plans in that year less the aggregate of all 
such payments received by him in respect of that year before 
the particular time. 


Subsec, 146(17) amended by 1986, c. 55, subsec. 56(7), applicable 
to 1986 et seg. to substitute “paragraph (2)(c.1)” for “clause 
(2)(a))(B)”. 
Subsec. 146(17) added by 1976-77, c. 4, subsec. 56(8), applicable to 
1976 et seq. 


(18) [Repealed under former Act] 
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Pre-RSC History: Subsec. 146(18) repealed by 1986, c. 55, sub- 
sec. 56(7), applicable to 1986 et seg. Subsec. 146(18) formerly read: 


(18) Where plan matures before annuitant attains age of 
60 — Where a registered retirement savings plan that was en- 
tered into 


(a) before April 10, 1978 which provides that the plan 
may, in accordance with the terms and conditions thereof 
on that day, mature at a time after the annuitant thereun- 
der attains 60 years of age, or 


(b) after April 10, 1978 
matures 


(c) after the day on which this section comes into force, 
and 


(d) before the earliest of the times described in subpara- 
graph (2)(b)(iii) 
the plan shall, immediately before its maturity, be deemed to 
have become an amended plan that does not comply with the 
requirements of this section for its acceptance by the Minister 
for registration for the purposes of this Act. 


Para. 146(18)(d) substituted by 1979, c. 5, subsec. 46(14), applica- 
ble after June 29, 1978. Para. 146(18)(d) formerly read: 


(d) before the annuitant thereunder attains 60 years of age; 
Subsec. 146(18) added by 1977-78, c. 32, subsec. 34(17). 


(19) [Repealed under former Act] 


Pre-RSC History: Subsec. 146(19) repealed by 1986, c. 55, sub- 
sec. 56(7), applicable to 1986 et seq. Subsec. 146(19) formerly read: 


(19) Transitional — Where, after April 10, 1978 and before 
the day that is 60 days after the day on which this subsection 
comes into force, 


(a) an individual attains 71 years of age, and 


(b) a registered retirement savings plan under which he is 
the annuitant is revised or amended in a manner such that 
an amount would otherwise be required by paragraph 
(12)(b) to be included in computing his income for a tax- 
ation. year, 


the following rules apply: 


(c) the plan shall be deemed not to have been so revised 
or amended during that period; 


(d) the plan shall be deemed to be so revised or amended 
on the day that is 121 days after the day on which this 
section comes into force; 


(e) in computing the individual’s income for the taxation 
year in which he is required by subsection (8) to include 
in his income an amount received by him out of or under 
a plan referred to in paragraph (b), there may be deducted 
such portion of any amount received by him in the year 
out of or under the plan as may reasonably be regarded as 
having been 


(i) used by him to provide for himself a retirement 
income, or 


(i1) paid by him into a registered retirement income 
fund under which he is the annuitant (within the 
meaning of paragraph 146.3(1)(a)) 


within 120 days after the day on which this subsection comes 
into force; 


(f) for the purposes of paragraph 146.3(2)(f), an amount 
paid by the individual into a registered retirement income 
fund under which he is the annuitant (within the meaning 
of paragraph 146.3(1)(a)) shall be deemed to be property 
transferred from a registered retirement savings plan, 
under which he is the annuitant, to the extent that the 
amount so paid is deductible by him under paragraph (e) 
in computing his income; and 
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(g) where an amount referred to in paragraph (e) has been 
used by the individual to acquire for himself an annuity 
described in paragraph (1)(i.1), to the extent that the 
amount so used is deductible by him under paragraph (e) 
in computing his income, any payments made under the 
annuity shall be deemed to be payments made under a 
registered retirement savings. plan. 


Subsec. 146(19) added by 1977-78, c. 32, subsec:. 34(17). 


(20) Credited or added amount deemed not 
received — Where 


(a) an amount is credited or added to a deposit 
with a depositary referred to in subparagraph 
(b)(iti) of the definition “retirement Savings plan” 
in subsection (1) as interest or income in respect 
of the deposit, 


(b) the deposit is a registered retirement savings 
plan at the time the amount is credited or added 
to the deposit, and 


(c) during the calendar year in which the amount 
is credited or added or during the preceding cal- 
endar year, the annuitant under the plan was 
alive, 


the amount shall be deemed not to be received by the 
annuitant or any other person solely because of the 
crediting or adding. 
Related Provisions: 81(1)(r) —No income inclusion where 
amount credited or added to foreign retirement arrangement: 
146(8) — Tax on withdrawals from plan. 


History: Subsec. 146(20) substituted by 1994, c. 21, subsec. 69(9), 
applicable to deaths occurring after 1992. That. subsec. formerly 
read: 


(20) Where amount credited or added deemed not re- 
ceived — Where an amount is credited or added to a deposit 
with a depositary referred to in subparagraph (b)(iii) of the 
definition “retirement savings plan” in subsection (1).as inter- 
est or income in respect of the deposit, and where 


(a) the deposit is a registered retirement savings plan at 
the time the amount is credited or added. to the deposit, 
and 


(b) the annuitant under the plan is alive during the year in 
which the amount is credited or added, 
the amount shall be deemed not to be received by the annui- 
tant by reason only of the crediting or adding. 
Pre-RSC History: Subsec. 146(20) added by 1980-81-82-83, c. 
40, subsec. 96(4), in force December 1, 1980. 


Selected Cases [subsec. 146(20)]: Foreman (P.M.) v. MNR, 
[1992] 2 C.T.C. 2621 (TCC) (No artificiality where taxpayer repaid 
loan from RRSP with proceeds of bank loan in December, then bor- 
rowed from RRSP in January to repay bank). 

Interpretation Bulletins: IT-415R2: Deregistration of RRSPs. 
Information Circulars: 72-22R9: Registered retirement savings 
plans. 


(21) Prescribed provincial pension plans — 
Where an amount (other than an amount that is part 
of a series of periodic payments) is transferred on 
behalf of a particular individual directly from a pro- 
vincial pension plan prescribed for the purpose of 
paragraph 60(v) 

(a) to a registered retirement savings plan or a 

registered retirement. income fund under which 

the particular individual is the annuitant, 
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(b) to a registered retirement savings plan or reg- 
istered retirement, income fund under which the 
spouse or former spouse of the particular individ- 
ual is the annuitant, where the particular individ- 
ual and the spouse or former spouse are living 
separate and apart and the transfer is made under 
a decree, order or judgment of a competent tribu- 
nal, or under a written separation agreement, re- 
lating to a division of property between the par- 
ticular individual and the spouse or former 
spouse in settlement of rights arising out of, or on 
the breakdown of, their marriage, | 


(c) to acquire, from a person licensed or other- 
wise authorized under the laws of Canada or a 
province to carry on in Canada an annuities busi- 
ness, an annuity that would be described in sub- 
paragraph 60(1)(ii) if the particular individual 
were the taxpayer referred to therein and if that 
subparagraph were read without reference to 
clause (B) thereof, or 


(d) to acquire, from a person licensed or other- 
wise authorized under the laws of Canada or a 
province to carry on in Canada an annuities busi- 
ness, an annuity that would be described in sub- 
paragraph 60(1)(ii) if the particular individual’s 
spouse or former spouse were the taxpayer re- 
ferred to therein and if that subparagraph were 
read without reference to clause (B) thereof, 
where the particular individual and the spouse or 
former spouse are living separate and apart and 
the transfer is made under a decree, order or judg- 
ment of a competent tribunal, or under a written 
separation agreement, relating to a division of 
property between the individual and the spouse or 
former spouse in settlement of rights arising out 
of, or on the breakdown of, their marriage, 


except where the amount arose as a consequence of 
the death of an individual (other than the particular 
individual or a spouse or former spouse of the partic- 
ular individual), 


(e) the amount shall not, solely because of that 
transfer, be included because of subparagraph 
56(1)(a)(i) in computing the income of a tax- 
payer, and 


(f) no deduction may be made under any provi- 
sion of this Act in respect of the transfer in com- 
puting the income of a taxpayer. 


Related Provisions: 56(1)(d.2) — Income inclusion; 70(3.1) — 
Rights or things; 146.3(2)(f)(wii) — Conditions for RRIF — transfer 
of funds under 146(21); 148(1)(e) — Amounts included in comput- 
ing policyholder’s income; 204.2(1.2)I(a)(iii) — Transfer under 
146(21) excluded from cumulative excess RRSP amount; 
212(1)(h)(iii. (A), 212(1)(h)(iv. L) — Transfers under 146(21) ex- 
cluded from withholding tax on pension benefits. 


History: Subsec. 146(21) added by 1994, c. 21, subsec. 69(10), ap- 
plicable to transfers occurring after 1991, except that 


(a) where a taxpayer elects under subsec. 26(10) of 1994, c. 21 
lie. with respect to subpara. 60(1)(v)], subsec. 146(21) does not 
apply in respect of transfers made on behalf of the taxpayer in 
1992: and 
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(b) with respect to transfers made in 1992, 


(i) the word “‘spouse”, wherever it appears in subsec. 
146(21), shall have the meaning assigned by subsec. 
146(1.1) as it read in its application to that year, and 


(ii) the word “marriage” in paras. 146(21)(b) and (d), shall 
be read as “marriage or other conjugal relationship”. 


Regulations: 7800(1) (prescribed provincial pension plan is, the 
Saskatchewan Pension Plan). 


Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 


Definitions [s. 146]: “amount” — 248(1); “annuitant” — 146(1); 
“annuity” — 248(1); “arm’s length” — 251(1); “assessment” — 
248(1); “benefit” —'146(1); “business? — 248(1); “calendar 
year” — Interpretation Act 37(1)(a); “Canada” — 255; “carrying on 
business” — 253; “child” — 252(1); “corporation” — 248(1), Inter- 
pretation Act 35(1); “credit union” — 137(6), 248(1); “death bene- 
fit” — 248(1); “deferred profit sharing plan” — 147(1), 248(1); 
“depositary” — 146(1)“retirement savings plan”(b)(iii); “earned in- 
come” — 146(1); “employer”, “employment” — 248(1);. “es- 
tate”? — 104(1), 248(1);. “farm loss” — 111(8), 248(1); “farm- 
ing” — 248(1); “former. spouse” — 252(3), (4); “individual” — 
248(1); “interest in a family farm partnership” TO(10); “is- 
suer” — 146(1); “legal representative” — 248(1); “licensed annui- 
ties provider” — 147(1), 248(1); “life insurance policy” — .138(12), 
248(1); “listed” — 87(10); “listed personal property” —.54, 248(1), 
“marriage” — 252(4)(b); “maturity” — 146(1); “Minister” — 
248(1); “money purchase limit” — 147,1(1), 248(1); “net past ser- 
vice pension adjustment”, “non-qualified investment” — 146(1); 
“office” — 248(1); “PSPA withdrawals” — Reg. 8307(5);. “par- 
ent” — 252(2); “past service pension adjustment” — 248(1), Reg. 
8303; “pension adjustment” — 248(1), Reg. 8301(1); “person” — 
248(1); “premium” — 146(1); “prescribed”, “property” — 248(1); 
“province” — Interpretation Act 35(1); “qualified investment” — 
146(1); “RRSP deduction limit”, “RRSP dollar limit” — 146(1), 
248(1); “received” — 146(20); “refund of premiums” — 146(1); 
“registered pension plan” — 248(1); “registered retirement income 
fund” — 146.3(1), 248(1); “registered retirement savings plan” — 
146(1), 248(1); “regulation” — 248(1); “resident” — 250; “retire- 
ment income” — 146(1); “retirement savings plan” — 146(1), 
248(1); “retiring allowance”, “salary or wages”, “separation agree- 
ment”, “share” — 248(1); “spousal plan” — 146(1); “spouse” — 
252(3), (4)(a); “superannuation or pension benefit” — 248(1); “tax- 
paid amount” — 146(1); “tax payable” — 248(2),, “taxable capital 
gain” — 38, 248(1); “taxable income” — 2(2), 248(1); “taxation 
year” — 249; “taxpayer” — 248(1); “testamentary trust” — 108(1), 
248(1); “total pension adjustment reversal” — 248(1);° “trust” — 
104(1), 248(1), (3); “unused RRSP deduction room” — 146(1), 
248(1); “writing” — Interpretation Act 35(1). 


Home Buyers’ Plan 


146.01 (1) Definitions — In this section, 


“annuitant” has the meaning assigned by subsection 
146(1); 


“benefit” has the meaning assigned by subsection 
146(1); 
“completion date”, in respect of an amount received 
by an individual, is 
(a) where the amount was received before March 
2, 1993, October 1, 1993, 


(b) where the amount was received after March 1, 
1993 and before March 2, 1994, October 1, 1994, 
and 
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(c) in any other case, October 1 of the calendar 
year following the calendar year in which the 
amount was received; 
History: Paras. (b) and (c) substituted for para. (b) in the definition 
“completion date” in subsec. 146.01(1)'by 1995, ©. 3, stibsec. 44(1), 
applicable to 1994 et seq: Para. (b) formerly read: 
(b) in any other case, October''1; 1994; 


The definition “completion date” added to subsec. 146.01(1) by 
1994; c. 8; subsec: 19(3); applicable to 1992%er-seq. i 


“eligible amount” in respect of an individual means 
an amount received at a particular time by the. indi- 
vidual as a benefit out.of or under.a registered retire- 
ment savings plan where ; sinks 


(a) the amount is received after February 25, 
1992 pursuant to the written request of the indi- 
vidual in prescribed form in which the individual 
sets out the location of a qualifying home that the 
individual has begun, or intends not later than 
one year after its acquisition by the individual to 
begin, using as a principal place of residence, 


(b) the individual is resident in Canada at the par- 


ticular time and entered into an agreement in 


writing before the particular time for the acquisi- 
ion of the qualifying home or with respect to its 
construction, ) . 


(c) the individual acquires the qualifying home 
(or replacement property for the qualifying home) 
after February 25, 1992 and.before the comple- 
tion date in respect of the amount, 


(d) neither the individual nor the individual’s 
spouse acquired the qualifying home more than 
30 days before the particular time, 


(d.1) if the particular time is after March 1, 1994, 


(i) the individual did not have an owner-occu- 
pied home in the period that began at the be- 
ginning of the fourth preceding calendar year 
that ended before the particular time and en- 
ded on the 31st day before the particular time, 
and | : 


(ii) the individual’s spouse did not have an 
owner-occupied home in the period referred to 
in subparagraph (i) 


(A) that is inhabited by the individual dur- 
ing the spouse’s marriage ‘to the individual, 
or ! 

(B) that is a share of the capital stock of.a 
cooperative housing corporation that re- 
lates to’'a housing unit that is inhabited by 
the individual during the spouse’s mar- 
riage to the individual, 


(e) unless the individual acquired the qualifying 
home before the particular time, the individual is 
resident in Canada throughout the period begin- 
ning immediately after the particular time and 
ending at the earliest of any time at which the in- 
“dividual acquired the qualifying home or any re- 
placement property for the qualifying home, 
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(f) the total of the amount and all eligible 
amounts received by the individual at or before 
the particular time does not exceed $20;000, 


(g) if the particular time is after March 1, 1993 
-and before March 2, 1994, neither the individual, 
_hor another individual who was, at any time after 
February 25, 1992 and before the particular time, 
a spouse of the individual, received an eligible 
amount before March 2, 1993, vies 
(h) if the particular) time is, after. March 1, 1994 
and before 1995, the individual did not receive an 
eligible amount before March 2, 1994, and 
(i) if the particular time is after 1994, the individ- 
_ ual did not receive an eligible amount before the 
calendar year that includes the particular time; 
Related Provisions:  146(5)(a)(iv.1), 146(5.1)(a)(iv) —Amount 
withdrawn. within 90 days under Home Buyers’ Plan ineligible for 
RRSP contribution; 146.01(2) — Interpretation; 146.01(9) — In- 
come inclusion. ; 


_ History: Para. (a) of the definition “eligible amount” in subsec. 


146.01(1) amended and (d.1) added by 1995, c. 3; subsecs. 44(2) 
and. (3), applicable to 1994 et, seq. Para. (a) formerly. read; 


(a) the amount is received after: February 25, 1992 and before 
March 2, 1994 pursuant to the written request. of the indiyid- 
ual in prescribed form in which the individual sets out the 
location of a qualifying home that the individual has begun, 
~ or intends not later than one year after its acquisition by the 
individual to begin, using as a principal place of residence, 


Paras. (g) to (i) substituted for para. (g) in the definition “eligible 


_ amount” in 'subsec. 146.01(1) by 1995, c. 3; subsec. 44(4); para. (g) 


applicable to 1992 et seq., and paras. (h) and-(i) applicable to 1994 


_ et seq. Para. (g) formerly read: 1 


(g) if the particular time is after March 11993, neither the 
individual, nor another individual’ who was, at any time after 
February 25, 1992 and before the particular time, a spouse of 

_ othe individual, received an eligible amount before March 2. 
1993: 


The definition of “eligible amount” in subsec. 146.01( 1) amended 
by 1994, c. 8, subsec: 19(1), applicable to 1992 et seq. The defini- 
tion formerly read: +i ‘ 


“eligible amount” in respect of an individual means an 
amount received at a particular time by the individual asa 
benefit out of or under a registered retirement savings plan 
where 


(a) the amount is received after February 25, 1992 and 
before March 2, 1993 pursuant to the written request of 
the individual in prescribed form in which the individual 

_ Sets out the location of a qualifying home. that the indi- 
vidual has begun, or intends not later than one year after 

~ its acquisition by the individual to begin, using as a prin- 
cipal place of residence, re deh 
(b) the individual is resident in Canada‘ at the particular 
time and entered into an agreement in writing before the 
particular time for the acquisition of the qualifying home 
or with respect to its construction, Pia? 


(c) the individual acquires the qualifying horne (or re- 
placement property for the qualifying home) after Febru- 
ary 25, 1992 and before October 1, 1993, 


(d) neither the individual nor the individual’s spouse ac- 
quired the qualifying home more than 30 days before’ the 
particular time, 


(e) unless the individual acquired the qualifying home 
before the particular time, the individual is resident’ in 
Canada throughout the period beginning immediately af- 
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ter the particular time and ending at the earliest of any 
time at which the individual acquired the qualifying 
home or any replacement property for the qualifying 
home, and 


(f) the total of the amount and all eligible amounts re- 
ceived by the individual at or before the particular time 
does not exceed $20,000; 


Forms: T1036: Applying to withdraw an amount under the Home 
buyers’ plan. . 


“excluded premium” in respect of an individual 
means a premium under a registered retirement sav- 
‘ings plan where the premium 


(a) was designated by the individual for the pur- 
poses of paragraph 60(j), G.1), G.2) or (), 


(b) was an amount transferred directly from a 
registered retirement savings plan, registered pen- 
sion plan, registered retirement income fund, de- 
ferred profit sharing plan or a provincial pension 
plan prescribed for the purpose of paragraph 
60(v), 


(c) was deductible under subsection 146(6.1) in 
computing the individual’s income for any taxa- 
tion year, or 


(d) was deducted in computing the individual’s 
income for the 1991 taxation year; 
History: Para. (b) of “excluded premium” in subsec. 146.01(1) 


substituted by 1994, c. 21, s. 70, applicable to 1992 et.seq. That 
para. formerly read: 


(b) was an amount transferred directly from a registered re- 
tirement savings plan, registered pension plan, registered re- 
tirement income fund or deferred profit sharing plan, 


“excluded withdrawal’ in respect of an individual 
means 


(a). an eligible amount received by the individual, 
or 


(b) an amount (other than an eligible amount) that 
would, if the definition “eligible amount” were 
read without reference to paragraphs (c) and (e) 
thereof, be an eligible amount received by the in- 
dividual out of or under a registered retirement 
savings plan in respect of which a person is the 
issuer, where either 


(i) the individual 


(A) died before the end of the calendar 
year that includes the completion date in 
respect of the amount, and 


(B) was resident in Canada throughout the 
period beginning immediately after the 
amount was received and ending at the 
time of the death, or 


(ii) the amount is repaid before the end of the 
calendar year described in clause (i)(A) to a 
registered retirement savings plan in respect 
of which the person is the issuer (or, where 
the individual was not resident in Canada at 
the time the individual filed a return of in- 
come under this Part for the taxation year in 
which the amount was received by the indi- 
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vidual, before the earlier of the end of the cal- 
endar year described in clause (i)(A) and the 
time at which the individual filed that return) 
and the issuer is notified of the repayment in 
prescribed form submitted to the issuer at the 
time the repayment is made, 


except that where an amount would, but for sub- 
clause (2)(c)(ii)(A)(ID, be an eligible amount, sub- 
paragraph (b)(ii) applies in respect of the amount as 
if the first reference therein to “described in clause 
(i)(A)” were read as “following the calendar year de- 
scribed in clause (1)(A)’; 
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Related Provisions: 146(1) — Definition of “premium” excludes 
repayment described in (b)(ii); 146(8) — Home Buyers’ Plan with- 
drawal not to be included in income; 146.01(2)(c) — Special rules. 


History: That portion of the definition of “excluded withdrawal” in 
subsec. 146.01(1) following para. (a) amended by 1994, c. 8, sub- 
sec. 19(2), applicable to 1992 et seg. That portion formerly read: 


(b) an amount (other than an eligible amount) that would, 
if the definition “eligible amount” were read without ref- 
erence to paragraphs (c) and (e) of that definition, be an 
eligible amount received by the individual out of or under 
a registered retirement savings plan in respect of which a 
person is the issuer, where either 


(i) the individual died before 1994 and was resident. 
in Canada throughout the period beginning immedi- 
ately after the amount was received and ending at the 
time of the death, or 


(ii) the amount is repaid before 1994 to a registered 
retirement savings plan in respect of which the per- 
son is the issuer (or, where the individual was not 
resident in Canada at the time the individual filed a 
return of income under this Part for the taxation year 
in which the amount was received by the individual, 
before the earlier of January 1, 1994 and the time the 
individual filed that return) and the issuer is notified 
of the repayment in prescribed form submitted to the 
issuer at the time the repayment is made, 
except that, where an amount would, but for subclause 
(2)(c)(ii)(A)TD, be an eligible amount, subparagraph (b)(ii) 
applies in respect of the amount as if the first reference 
therein to “1994” were “1995”: 


Regulations: 104(3) — No tax withheld at source on excluded 
withdrawal. 


Forms: T1037: Designating your RRSP contributions as your 1995 
repayment under the Home buyers’ plan. 


“Gssuer” has the meaning assigned by subsection 
146(1); : 


“premium” has the meaning assigned by subsection 
146(1); 


Income Tax Act, Part I 


“qualifying home” means 
(a) a housing unit located in Canada, or 


(b) a share of the capital stock of a cooperative 
housing corporation, the holder of which is enti- 
tled to possession of a housing unit located in 
Canada, 


except that, where the context so requires, a refer- 
ence to a qualifying home that is a share described in 
paragraph (b) means the housing unit to which the 
share described in that paragraph relates; ; 


“quarter” means any of the following periods in a 
calendar year: 


(a) the period beginning on January 1 and ending 
on March 31, 


(b) the period beginning on April 1 and ending on 
June 30, 


(c) the period beginning on July 1 and ending on 
September 30, and 


(d) the period beginning on October 1 and ending 
on December 31; 


“replacement property” for a particular qualifying . 
home in respect of an individual means another qual- 
ifying home where 


(a) the individual 
(i) agreed to acquire, or 
(ii) began the construction of 


the other qualifying home at a particular time that 
is after the latest time that the individual re- 
quested a withdrawal in respect of the particular 
qualifying home under paragraph (a) of the defi- 
nition “eligible amount’, 


(b) the individual intended, at the particular time, 
that the other qualifying home be used by the in- 
dividual as a principal place of residence not later 
than one year after its acquisition; and 


(c) neither the individual nor the individual’s 
spouse had acquired the other qualifying home 
before the particular time. — 


“spouse” — [Repealed] 


History: Definition of “spouse” in subsec. 146.01(1) added by 
1994, c. 7, Sch. VIII (1993, c. 24), subsec. 83(2), applicable to 1992 
taxation year only. The definition read: 


“spouse” has the meaning assigned by subsection 146(1.1). 


(2) Special rules — For the purposes of this 
section, 


(a) an individual shall be considered to have ac- 
quired a qualifying home if the individual ac- 
quired it jointly with one or more other persons; 


(a.1) an individual shall be considered to-have an 
owner-occupied home at any time where, at that 
time, the individual owns, whether jointly with 
another person or otherwise, a housing unit or a 
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share of the capital stock of a cooperative hous- 
ing corporation and 


(i) the housing unit is inhabited by the individ- 
ual as the individual’s principal place of resi- 
dence at that time, or 


(ii) the share was acquired for the purpose of 
acquiring a right to possess. a housing unit 
owned by the corporation and that unit is in- 
habited ‘by the individual as the individual’s 
principal place of residence at that time; 


(b) where an individual agrees to acquire a con- 
dominium unit, the individual shall be deemed to 
have acquired it on the day the individual is enti- 
tled to immediate vacant possession of it; 


(c) where 


- (i) neither a qualifying home in respect of 
which an individual withdrew an amount de- 
scribed in paragraph (a) of the definition “eli- 
gible amount” in subsection (1) nor a replace- 
ment. property for the qualifying home has 
been acquired by the individual before the 
completion date in respect of the amount, and 


(ii) either 
(A) the individual 


(I) is obliged under the terms of a writ- 
ten agreement in effect on that comple- 
tion date to acquire the qualifying home 
(or a replacement property for the qual- 
ifying home) on or after that date, 


(IL) acquires the qualifying home or a 
replacement property for the qualifying 
home before the day that is one year af- 
ter that completion date, and 


(Il) is resident in Canada throughout 
the period beginning on that comple- 
tion date and ending on the earlier of 
October 1 in the first calendar year be- 
ginning after that date and the earliest 
of any day on which the individual ac- 
quires the qualifying home or a replace- 
ment property for the qualifying home, 
or | 


(B) the individual made payments 


(I) to persons with whom the individual 
was dealing at arm’s length, 


(ID) in respect of the construction of the 
qualifying home or a replacement prop- 
erty for the qualifying home, and 


(II) in the period beginning at the time 


the individual first withdrew, an amount 
described in paragraph (a) of that defi- 
nition in respect of the qualifying home 
and ending before that completion date, 


and the total of all payments so made was 
not less than the total of all amounts de- 
scribed in that paragraph in respect of the 
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qualifying home that were withdrawn. by 
the individual, 


except for the purpose of this paragraph, the indi- 
vidual shall be deemed to have acquired the qual- 
ifying home before’ that completion date; 


(d) where 


(i) an individual or a spouse of the individual 
receives an eligible amount before March 2, 
1993, 


(ii) at a particular time after March 1, 1993 
and before April 1993 (or at such later time in 
1993 as is acceptable to the Minister), the in- 

dividual receives another amount that would, 
if the definition “eligible amount” in subsec- 
tion (1) were read without reference to para- 
graph (g) thereof, be an eligible amount, and 

~ (iii) the request described in paragraph (a) of 
the definition “eligible amount” in subsection 
(1) pursuant to which the other amount was 
received was made before March 2, 1993 or at 
such later time as is acceptable ‘to the 
Minister, 


except for the purposes of paragraphs (a) to (f) of 
the definition “eligible amount’ in subsection (1) 
and the purposes of this paragraph, the other 
amount shall be deemed to have been received by 
the individual on March 1, 1993 and not at the 
particular time and any premium paid by the indi- 
vidual or the individual’s spouse after March 1, 
1993 and before the particular time under a regis- 
tered retirement savings plan shall be deemed to 
have been paid on March 1, 1993; 


(e) where 


(i) at a particular time after March 1, 1994 and 
before April 1994 (or at such later time in 
1994 as is acceptable to the Minister), an indi- 
vidual receives an amount that would, if para- 
graph (g) of the definition “eligible amount” 
in subsection (1) were read without reference 
to the words “and before March 2, 1994” and 
that definition were read without reference to 
paragraphs (d.1) and (h) thereof, be an eligible 
amount, 


(ii) the request described in paragraph (a) of 
the definition “eligible amount” in subsection 
(1) pursuant to which the amount was re- 
ceived was made before March 2, 1994 or, 
where the individual received an eligible 
amount before March 2, 1994, at such later 
time as is acceptable to the Minister, and 


(iii) the individual does not elect by notifying 
the Minister in writing before the end of 1995 
that this paragraph not apply 


except for the purposes of this paragraph and 
paragraphs (a) to (f) of the definition “eligible 
amount” in subsection (1), that amount shall be 
deemed to have been received by the individual 
on March 1, 1994 and not at the particular time 
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and any premium paid under a registered retire- 
ment savings plan by the individual or the indi- 
vidual’s spouse after March 1, 1994 and before 
the particular time shall be deemed to have been 
paid on March 1, 1994; and 


(f) where 


(i) an individual receives an eligible amount 
in a particular calendar year, 


(ii) at a particular time in January of the fol- 
lowing calendar year (or at such later time in 
that following year as is acceptable to the 
Minister), an individual receives another 
amount that would, if the definition “eligible 
amount” in subsection (1) were read without 
reference to paragraph (i) thereof, be an eligi- 
ble amount, and 


(ili) the request described in paragraph (a) of 
the definition “eligible amount” in subsection 
(1) pursuant to which the other amount was 
received was made before the end of the par- 
ticular calendar year 


except for the purposes of this paragraph and 
paragraphs (a) to (h) of the definition, “eligible 
amount” in subsection (1), the other amount shall 
be deemed to have been received by the individ- 
ual at the end of the particular calendar year and 
not at the particular time. 


Related Provisions: 146(5)(a)(iv.1), 146(5.1)(a)(iv) — Amount 
withdrawn within 90 days under Home Buyers’ Plan ineligible for 
RRSP contribution. 


History: Para. 146.01(2)(a.1) added by,,1995,..c...3;.subsec,.44(5), 
applicable to 1994 et seq, 


Subparas. 146.01(2)(d)(ii) and (iii) amended by 1995, c. 3, subsec. 
44(6), applicable to 1992 et seg. Subparas. (ii) and (iil) formerly 
read: 


(ii) at a particular time after March 1, 1993 and before April 
1993 the individual receives another amount that would, if 
the reference to “March 1, 1993” in paragraph (g). of the defi- 
nition “eligible amount” in subsection (1) were read as 
“March 1993”, be an eligible amount, and 


(iii) the request described in paragraph (a) of the definition 
“eligible amount” in subsection (1) pursuant to which the 
other amount was received was made before March 2, 1993, 


Paras. 146.01(2)(e) and (f) substituted for para. (e) by 1995, c. 3, 
subsec. 44(7); para. (e) applicable to 1992 et seq., and para. (f) ap- 
plicable to 1995 et seg. Para. (e) formerly read: 


(e) where 


(i) at a particular time after March 1, 1994 and before 
April 1994, an individual receives an amount that would, 
if the reference to “March 2, 1994” in paragraph (a) of 
the definition “eligible amount” in subsection (1) were 
read as “April 1994”, be an eligible amount, and 


(ii) the request described in paragraph (a) of the defini- 
tion “eligible amount” in subsection (1) pursuant to 
which the amount was received was made before March 
2, 1994, 


except for the purposes of paragraphs (b) to (g) of the defini- 
tion “eligible amount” in subsection (1) and the purposes of 
this paragraph, that amount shall be deemed to have been re- 
ceived by the individual on March 1, 1994 and not at the par- 
ticular time and any premium paid by the individual or the 
individual’s spouse after March 1, 1994 and before the partic- 
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ular time under a registered retirement’ savings plan shall-be 
deemed to have been paid on March:1, 1994. 


Para. 146:01(2)(c). amended, paras. (d) and (e) added, by. 1994, c. 8, 
subsec. 19(4), applicable to 1992 er seg. Para. (c) formerly read: 
(c) where : 
(i) neither a qualifying home in respect of which an indi- 
vidual withdrew an amount described in paragraph (a) of 
the definition “eligible amount” in subsection (1) nor a 
replacement property for the qualifying home has been 
acquired by the individual before October 1, 1993, and 


(ii) either 
(A) the individual 


(I) is obliged under the terms of a written agree- 
ment in effect on October :1,:1993 to acquire the 
qualifying home (or a replacement property for 
the qualifying home) on or after that day, 


(II) acquires the qualifying home or a replace- 
ment property for the qualifying home before 
October 1, 1994, and 


(IID) is resident in Canada throughout the period 
beginning on October 1, 1993 and ending on the 
earlier of October 1, 1994 and the earliest of any 
day on which the individual acquires the qualify- 
ing home or a replacement property for the qual- 
ifying home, or 


(B 


Se 


the individual made payments 
(I) to persons with whom the individual was 
dealing at arm’s length, 


(II) in respect of the construction of the qualify- 
ing home or a replacement property for the qual- 
ifying home, and 

_ (III). in the period beginning at the time the indi- 
vidual first withdrew an amount described in 
paragraph (a) of that definition in respect of the 
qualifying home and ending before October 1, 
19935 ; 


and the total of all payments so made was not less 
than the total of all amounts described in that para- 
graph in respect of the qualifying home that were 
withdrawn by the individual, 


except for the purposes of this paragraph, the individual shall 
be deemed to have acquired the qualifying home on Septem- 
ber 30, 1993. 


(3) Repayment of eligible amount — An indi- 
vidual may designate a single amount for a taxation 
year in prescribed form filed with the individual’s re- 
turn of income required to be filed for the year or, if 
a return of income for the year is not required to be 
filed, filed with the Minister on or before the individ- 
ual’s filing-due date for the year, where the amount 
does not exceed the lesser of 


(a) the total of all amounts (other than excluded 
premiums and amounts paid by the individual in 
the first 60 days of the year that can reasonably 
be considered to have been either deducted in 
computing the individual’s income for the pre- 
ceding taxation year or designated under this sub- 
section for the preceding taxation year) paid by 
the individual in the year or within 60 days after 
the end of the year under a retirement savings 
plan that is at the end of the year or the following 
taxation year a registered retirement savings plan 
under which the individual is the annuitant, and 
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(b) the amount, if any, by which 


(i) the total of all eligible amounts received by 
the individual before the end of the year 


exceeds the total of. 


(ii) all amounts designated by the individual 
under this subsection for preceding taxation 
years, and 


(iii) all amounts each of which is an amount 
included in computing the income of the indi- 
vidual under subsection (4) or (5) for a’ pre- 
ceding taxation year. 


History: The opening words of subsec. 146.01(3) amended by 
1996, c. 21, s. 35, applicable to 1995 et seg. They formerly read: 


(3) An individual may designate a single amount for a taxa- 
tion year in prescribed form filed with the individual’s return 
of income under this Part for the year or, if that return is not 
required to be filed, filed with the Minister on or before the 
balance-due day of the individual for the year, where the 
amount does not exceed the lesser of 


Subsec. 146.01(3) amended by 1995, c. 3; subsec. 44(8), applicable 
to 1995 et seg. Subsec. (3) formerly read: 


(3) An amount (other than an excluded premium) paid by an 
individual at a particular time in a taxation year under a re- 
tirement savings plan that was at the end of the year a regis- 
tered retirement savings plan under which the individual is 
the annuitant may be designated by the individual under this 
subsection (in prescribed form submitted to the issuer of the 
plan at the time of the payment or at such later time as is 
acceptable to the Minister) to the extent that the amount so 
paid does not exceed the amount, if any, by which 


(a) the total of all eligible amounts received by the indi- 
vidual before the particular time 


exceeds the total of 


(b) all amounts designated under this subsection in re- 
spect of amounts paid before the particular time to regis- 
tered retirement savings plans under which the individual 
is the annuitant, and 


(c) all amounts each of which is an amount included in 
computing the income of the individual under subsection 
(4) or (5) for a taxation year ending before the particular 
time. 


Forms: T1 General Sched. 7: RRSP contributions, transfers and 
designations of repayments under the home buyers’ plan; T1037: 
Designating your RRSP contributions as your 1995 repayment 
under the Home buyers’ plan. 


(4) Where portion of eligible amount not re- 
paid — There shall be included in computing the in- 
come of an individual for a particular taxation year 
ending after 1994 the amount determined by the 
formula 


(A -B-C) 
(15 — D) 


-E 


where 
A 1s 
(a) where 


(i) the individual died or ceased to be resi- 
dent in Canada in the particular year, or 
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(ii) the completion date in respect of an eli- 
gible amount received by the individual 
was in the particular year 


nil, and 


(b) in any other case, the total of all eligible 
amounts received by the individual in preced- 
ing taxation years; 


(a) where the particular year is the 1995 taxa- 
tion year, nil, and 


(b) in any other case, the total of all amounts 
designated by the individual-under subsection 
(3) for preceding taxation years; 


C is the total of all amounts each of which is an 
amount included under this subsection or subsec- 
tion (5) in computing the income of the individ- 
ual for a preceding taxation year; 


D is the lesser of 14 and the number of taxation 
years of the individual ending in the period 
beginning 

(a) where the completion date in respect of an 


eligible amount received by the individual 
was before 1995, January 1, 1995, and 


(b) in any other case, January | of the first 
calendar year beginning after the completion 
date in respect of an eligible amount received 
by the individual 


and ending at the beginning of the particular year, 
and 
ais 

(a) where the particular year is the 1995 taxa- 
tion year, the total of all amounts each of 
which is an amount designated under subsec- 
tion (3) by the individual for the particular 
year or a preceding taxation year, 


(b) where the particular year begins after 1995 
and the completion date in respect of an eligi- 
ble amount received by the individual was in 
the preceding taxation year, the total of all 
amounts each of which is designated under 
subsection (3) by the individual for the partic- 
ular year or a preceding taxation year, and 


(c) in any other case, the total of all amounts 
designated under subsection (3) by the indi- 
vidual for the particular year. » 


Related Provisions: 257 — Formula cannot calculate to less than 
Zero. 


History: Para. (a) of the description of A in subsec. 146.01(4) 
amended by. 1995, c. 3, subsec. 44(9), applicable to 1994 et seq. 
Para. (a) formerly read: 
(a) where the individual died or ceased to be resident in Can- 
ada in the particular year, nil, and 
The descriptions of D and E in subsec. 146.01(4) amended by 1995, 
c. 3, subsec. 44(10), applicable to 1994 et seg. The descriptions of D 
and E formerly read: 


Dis the lesser of 14 and the number of taxation years of the 
individual ending in the period beginning on January 1, 
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_1995 and ending at the beginning of the particular year; 
and . 


F.1:is 
(a) where the particular year is the 1995 taxation 
year, the total of all amounts each of which is an 
amount designated by the individual under subsec- 


tion (3) for the particular-year or any of the 3 preced- 
ing taxation years, and SXG3 


(b) in any other case, the total of all amounts desig- 
nated under subsection (3) by the individual for the 
particular year. 


Subsec. 146.01(4) amended by 1994, c. 8, subsec. 19(5), applicable 
to 1992 et seq. Subsec. (4) formerly read: j 


(4) Where portion of eligible amount not repaid — There 
shall be included in computing the income of an individual 
for a particular taxation year ending after 1993 the amount — 
determined by the formula 


(A-B-C) 
(15 —D) 


ab 


where 


(a) where the individual died or ceased to be resident 
in Canada in the particular year, nil, and 


(b) in. any other case, the total of all eligible amounts 
received by the individual in preceding taxation 
years; ops 


(a) where the particular year is the 1994 taxation 
year, nil, and 

(b) in any other case, the total of all amounts desig- 
nated by the individual under subsection (3) for pre- 
ceding taxation years; 

‘C ‘is the total of all amounts each of which is an amount 
included under this subsection or subsection (5) in com- 
puting the income of the individual for a preceding taxa- 
tion year; 

D is the lesser of 14 and the number of taxation years of the 
individual ending in the period beginning on January 1, 

1994 and ending at the beginning of the particular year; 
and ; 

Ey is 

(a) where the particular year is the 1994. taxation 
year, the total of all amounts each of which is an 
amount designated by the individual under subsec- 
tion (3) for the particular year or either of the 2 pre- 
ceding taxation years, and , 


(b) in any other case, the total of all amounts desig- 
nated under subsection (3) by the individual for the 
particular year. 


(5) Where individual becomes a non-resi- 
dent — Where at any time in a taxation year an in- 
dividual ceases to be resident in Canada, there shall 
be included in computing the income of the individ- 
ual for the period in the year during which the indi- 
vidual was resident in Canada the amount, if any, by 
which 

(a) the total of all amounts each of which is an 

eligible amount received by the individual in the 

year or a preceding taxation year 
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exceeds the total of 


(b), all amounts designated under subsection (3) 
by the individual in respect of amounts. paid not 
later than 60 days after that time and before the 
individual files a return of income for the year, 
and 


(c) all amounts included under subsection (4) in 
computing the income of the individual for pre- 
ceding taxation years. fi 

Related Provisions: 56(1)(h,1) Home buyers’ plan — income 

inclusion. . ferib 

History: Para. 146.01(5)(b) amended by 1995, c. 3, subsec. 44(11), 

applicable to 1995 et seg. Para. (b) formerly read: 


(b) all, amounts: designated by the individual under subsection 
(3) that are paid not later than 90 days after that time and 

~ before the individual files ‘a return of income under this Part 
for the year, and ° 


(6) Where individual dies — Where an individual 
dies at any time in a taxation year, there shall be in- 
cluded in computing the income of the individual for 
the year the amount, if any, by which 


(a) the total of all excluded withdrawals in re- 

spect of the individual received by the individual 

before that time (other than excluded withdrawals 

in respect of the individual repaid as described in © 

subparagraph (b)(ii) of the definition “excluded 

withdrawal” in subsection (1) before that time) 
exceeds the total of 


(b) all amounts designated by. the individual 
under subsection (3) that were paid before that 
time, and 


(c) all amounts each of which is.an amount in- 
cluded under subsection (4) or (5) in computing 
the income of the individual for a preceding taxa- 
tion year. 

Related Provisions: 56(1)(h.1) — Home buyers’ plan — income 


inclusion; 146.01(7) — Optional transfer of repayment obligation to 
spouse. 


(7) Where subsec. (6) does not apply — Where 


(a) an individual’s spouse was resident in Canada 
immediately before the death of the individual in 
a taxation year, 


(b) the spouse and the individual’s legal repre- 
sentatives jointly so elect in writing in the indi- 
vidual’s return of income under this Part for the 
year, and ‘hie 
(c). either / 
(i) the spouse or the individual did not receive 
any eligible amount before the death, or 
(ii) the spouse and. the individual both re- 
ceived eligible amounts before the death and 
all the completion dates in respect of those 
amounts were the same or occurred before 
1995; | 
the following rules apply: 


(d) subsection: (6). does. not apply to the 
individual; ) al 
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(e) the spouse shall be deemed to have received 
an eligible amount at the time of the death equal 
to the amount that would, but for this subsection, 
be determined under subsection (6) in respect of 
the individual; 


(f) for the purpose only of determining whether 
an amount received after the death is an eligible 
amount in respect of the spouse, the spouse shall 
be deemed to have received all eligible amounts 
in respect of the individual at the times that those 
amounts were received by the individual; and 


(g) the completion date in respect of the eligible 
amount deemed by paragraph (e) to have been re- 
ceived by the spouse shall be deemed to be 


(i) where the spouse received an eligible 
amount before the death, the iiteiees date 
in respect of that amount, 


(ii) where subparagraph (i) does not apply and 
the individual received an eligible amount 
before the death, the completion date in re- 
spect of that amount, and 


(iii) in any other case, October 1 of the year. 


Related Provisions: 220(3.2), Reg. 600(b) — Late filing of elec- 
tion or revocation. 


History: Subsec. 146.01(7) amended by 1995, c. 3, subsec. 44(12), 
applicable to 1994 et seg. Subsec. (7) formerly read: 


(7) Idem — Where an individual’s spouse was resident in 
Canada immediately before the death of the individual in a 
taxation year and the spouse and the individual’s legal repre- 
sentative jointly so elect in writing in the individual’s return 
of income under this Part for the year, 


(a) subsection (6) does not apply in respect of the indi- 
vidual; and 


(b) except for the purposes of subsections (9) and (10), 
_the spouse shall be deemed to have received an eligible 
amount at the time of the individual’s death equal to the 
amount that would, but for this subsection, be determined 
under subsection (6) in respect of the individual. 


Para. 146.01(7)(b) amended by 1994, c, 8, subsec. 19(6), applicable 
to 1992 et seq.. Para. (b) formerly read: 


(b) except for the purpose of subsection (9), the spouse shall 
be deemed to have received an eligible amount at the time of 
the individual’s death equal to the amount that would, but for 
this subsection, be determined under subsection (6) in respect 
of the individual . 


(8) Filing of prescribed form — A prescribed 
form referred to in this section that is submitted to an 
issuer shall be filed with the Minister by the issuer 
not later than 15 days after the quarter in which it 
was submitted to the issuer. 

Forms: T1 Sched. 7: RRSP unclaimed contributions, transfers, and 
designations of repayment under the Home buyers’ plan; T1036: 
Applying to withdraw an amount under the Home buyers’ plan; 
T1037: Designating your RRSP contributions as your 1995 repay- 
ment under the Home buyers’ plan; T1048: Home buyers’ plan — 
1993 income inclusion for certain RRSP contributions. 


(9) [Repealed] 


History: Subsec. 146.01(9) repealed by 1995, c. 3, subsec, 44(13), 
applicable to 1994 et seg. Subsec. (9) formerly read: 


(9) Income inclusion for 1992 — There shall be included in 
computing the income for the 1992 taxation year of an indi- 
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vidual who was resident in Canada at the end of that year an 
amount equal to the lesser of 


(a) the net premium balance for the year of the individ- 
ual, and 


(b) the total of 


(i) all eligible amounts received by the individual 
before March 2, 1993, and 


(ii) the lesser of 


(A) the total of all premiums (other than ex- 
cluded premiums in respect of the individual) 
paid by the individual after February 25, 1992 
and before March 2, 1993 under registered re- 
tirement savings plans under which the individ- 
ual’s spouse is the annuitant, and 


(B) the amount, if any, by which 


(I) the total of all eligible amounts received 
before March 2, 1993 by the individual’s 
spouse 


exceeds 


(II) the net premium balance for the year of 
the individual’s spouse. 


Subsec. 146.01(9) amended by 1994, c. 8, subsec. 19(7), applicable 
to 1992 et seg. Subsec. (9) formerly read: 
(9) Income inclusion — There shall be included in comput- 
ing the income for the 1992 taxation year of an individual 
who was resident in Canada at the end of that year an amount 
equal to the lesser of 
(a) the net premium balance of the individual, and 
(b) the total of 


(i) all amounts each of which is an eligible amount 
received in 1992 or 1993 by the individual, and 


(ii) the lesser of 


(A) the total of all premiums (other than ex- 
cluded premiums in respect of the individual) 
paid by the individual after February 25, 1992 
and before March 2, 1993 under registered re- 
tirement savings plans under which the individ- 
ual’s spouse is the annuitant, and 


(B) the amount, if any, by which 
(I) the total of all amounts each of which is 
an eligible amount received in 1992 or 1993 
by the individual’s spouse 

exceeds 


(II) the net premium balance of the individ- 
ual’s spouse. 


(10) [Repealed] 


History: Subsec. 146.01(10) repealed by 1995, c. 3, subsec. 44(13), 
applicable to 1994 et seg. Subsec. (10) formerly read: 


(10) Income inclusion for 1993 — There shall be included 
in computing the income for the 1993 taxation year of an in- 
dividual who was resident in Canada at the end of that year 
an amount equal to the lesser of 


(a) the net premium balance for the year of the individ- 

ual, and 

(b) the total of 
(i) all eligible amounts received after March 1, 1993 
and before March 2, 1994 by the individual, and 
(ii) the lesser of 


(A) the total of all premiums (other than ex- 
cluded premiums in respect of the individual) 
paid by the individual after December 2, 1992 
and before March 2, 1994 under registered re- 
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tirement savings plans under ‘which the individ- 
ual’s spouse is the annuitant, and 


(B) the amount, if any, by which 


(I) the total of all eligible amounts received 
after March 1, 1993 and before March 2, 
1994 by the individual’s spouse 


exceeds 


(II) the net premium balance for the year of 
the. individual’s spouse. 


Subsec. 146.01(10) added by 1994, c. 8; subsec. 19(7), applicable to 
1992 et seg. (Former subsec. 146.01(10) became new 146.01(11); 
see History following subsec. 146.01(11).) 


(11) [Repealed] 


History: Subsec. 146.01(11) repealed by 1995, c. 3, subsec. 44(13), 
applicable to 1994 et seg. Subsec. (11) formerly read: 


(11) Net premium balance for 1992 — For the purpose of 
subsection (9), the net premium balance for the 1992 taxation 
year of an individual is the amount, if any, by which 


(a) the total of all premiums (other than excluded premi- 
ums in respect of the individual) paid by the individual 
after February 25, 1992 and before March 2, 1993 under 
registered retirement savings plans under which the indi- 
vidual or the individual’s spouse is the annuitant 


exceeds 


(b) the total of all amounts each of which is an amount 
received by the individual or the individual’s spouse after 
February 25, 1992 and before 1994 and included under 
subsection 146(8) or (8.3) in computing the individual’s 
income for the 1992 or 1993 taxation year. (other than an 
amount in respect of which an.amount. is deductible 
under paragraph 146(8.6)(b) in computing the income of 
the individual or in respect of premiums paid by the indi- 
vidual after March 1, 1993), 


Subsec. 146.01(11) substituted for former subsec. 146.01(10) by 
1994, c. 8, subsec. 19(7), applicable to 1992 et seq. (Former subsec. 
146.01(11) became 146.01(13): see History following subsec. 
146.01(13).) Former subsec. (10) read: : 


(10) Net premium balance — For the purposes of subsec- 
tion (9), the net premium balance of an individual is the 
amount, if any, by which 


(a) the total of all premiums (other than excluded premi- 
ums in respect of the individual) paid by the individual 
after February 25, 1992 and before March 2, 1993 under 
registered retirement savings plans under which the indi- 
vidual or the individual’s spouse is the annuitant 


exceeds 


(b) the total of all amounts each of which is an amount 
received by the individual or the individual’ s spouse after 
February 25, 1992 and before 1994 and included under 
subsection 146(8) or (8.3) in computing the individual’s 
income for the 1992 or 1993 taxation year (other than an 
amount in respect of which an amount is deductible 
under paragraph 146(8.6)(b) in computing the income of 
the individual or in respect of premiums paid by the indi- 
vidual after March 1, 1993). 


(12) [Repealed] 


History: Subsec. 146.01(12) repealed by 1995, c. 3, subsec. 44(13), 
applicable to 1994 et seg. Subsec. (12) formerly read: 


(12) Net premium balance for 1993 — For the purpose of 
subsection (10), the net premium balance for the 1993 taxa- 
tion year of an individual is the amount, if any, by which 


(a) the total of all premiums (other than excluded premi- 
ums in respect of the individual) paid by the individual 
after December 2, 1992 and before March 2, 1994 under 
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registered retirement savings plans under which the indi- 
vidual or the individual’s spouse is the annuitant 


exceeds 


~ (b) the total of all amounts each of which is an amount 
received by the individual or the individual’s spouse after 
December 2, 1992 and before 1995 and included under 
subsection. 146(8) or (8.3) in computing the individual’s 
income for the 1992, 1993 or 1994 taxation year (other 
than an amount in respect of which an amount is deducti- 
ble under paragraph 146(8.6)(b) in computing the income 
of the individual or in respect of premiums paid by the 
individual after March 1, 1994), 


Subsec. 146.01¢12) substituted for former. subsec. 146.01(10) by 
1994, 'c. 8, subsec. 19(7), applicable to 1992 et seq. (Former sub- 
sec.146.01(11) became 146.01(13); see History following sub- 
sec.146.01(13).) Subsec. 146.01(10) formerly read: 


(10) Net premium balance — For the purposes of subsec- 
tion (9), the ‘net premium: balance of an individual is the 
amount, if any, by which 


(a) the total of all premiums (other than excluded premi- 
ums in respect of the individual) paid by the individual 
after February 25, 1992 and before March 2, 1993 under 
registered retirement savings plans under which the indi- 
vidual or the individual’s spouse is the annuitant 


exceeds 


(b) the total of all amounts each of which is an amount 
received by the individual or the individual’s spouse after 
February 25, 1992 and before 1994 and included under : 
subsection 146(8) or (8.3) in computing the individual’s 
income for the 1992 or 1993 taxation year (other than an 
amount in respect of which an amount is deductible 
under paragraph 146(8.6)(b) in computing the income of 
the individual or in respect of premiums paid by the indi- 
vidual after March 1, 1993). 


(13) [Repealed] 


History: Subsec. 146.01(13) repealed by 1995, c. 3, subsec. 44(13), 
applicable to 1994 et seq. Subsec. (13) formerly read: 


(13) Assessments — Notwithstanding subsections 152(4) to 
(5), such assessments of tax, interest and penalties ‘shall be 
made as are necessary to give effect to subsections (9) and 
(10). 


Subsec. 146.01(11) renumbered’ as (13) and amended by 1994, c: 8; 
subsec, 19(7), applicable to 1992 et seg. Former subsec. (11) read: 


(11) Assessments — Notwithstanding subsections 152(4) to 
(5), such assessments of tax, interest and penalties shall be 
made as are necessary to give effect to amounts included in 
income under subsection (9). 


History [s. 146.01]: S. 146.01 added by 1994, c. 7, Sch. VIII 
(1993, c. 24), s. 83;-applicable to 1992 et seq.; and in applying 3) 
146.01 before 1993, subsec. (1) shall be read as if it included the 
following definition: 


“spouse”. has. the meaning assigned. by subsection 146( LA) 


Definitions [s. 146.01]: “amount” —248(1); “annuitant? — 
146(1),, 146.01(1);.. “benefit” — 146(1), 146.01(1);. “calendar 
year’ — Interpretation Act .37(1)(a); “Canada” — 255; “completion 
date” — 146.01(1); “deferred profit sharing plan” — 147(1), 
248(1);. “eligible amount”, “excluded premium”, “excluded. with- 
drawal” — 146.01(1); “filing-due date” — 150(1), 248(1); “have an 
owner-occupied home” —.146.01(2)(a.1);. “individual” — 248(1); 
“issuer” — 146(1), 146.01(1); “Minister” 248(1); “net premium 
balance” — 146.01(11), (12): “owner-occupied. -home” — 
146.01(2)(a.1); “premium” — 146(1), 146.01(1); “prescribed” — 
248(1); “qualifying home”, “quarter” — 146.01(1); “registered pen- 
sion plan” — 248(1); “registered retirement income fund” — 
146.3(1), 248(1); “registered retirement savings plan” — 146(1), 
248(1); “resident” — 250; “retirement savings plan” —'146(1), 
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248(1); “share” — 248(1); “spouse” — 252(3), (4)(a); “taxation 
year” — 128(2)(d), 249; “writing” — Interpretation Act 35(1). 


Registered Education Savings Plans 
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paymel 


a 
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146.1 (1) Definitions — In this section, 


Related Provisions: 204. 91. vA ateven ee of subsec. 
146.1(1). ~ 


“accumulated income payment” under an educa- 
tion savings plan means any amount paid out of the 
plan, other than a payment described in any of 
paragraphs (a), (c), (d) and (e) of the definition 

“trust”, to the extent that the amount so paid exceeds 

the fair market value of any consideration given to 
the plan for the payment of the amount; 
Related Provisions: 146.1(2)(d.1) — Limitations on accumu- 
lated income payments; 146.1(7.1) — Accumulated income pay- 
ments included in recipient’s income; 153(1)(s), (t) — ARNG We 
of tax at source from payments. 


History: The definition “accumulated income payment” added to . 
subsec. 146.1(1) by 1998, c. 19, subsec. 38(4), applicable after 
1997. 


“beneficiary”, in respect of an education savings 
plan, means a person, designated by a subscriber, to 
whom or on whose behalf an educational assistance 
payment under the plan is agreed to be ae if the 
person qualifies under the plan; 


Related Provisions: 146.1(2)(j) — Restrictions on who can be 
beneficiaries. 


History: The definition “beneficiary” was para. 146.1( ] )(a). 


“education savings plan” means a contract made at 
any time between 


(a) either 
(i) one individual (other than a trust), or 


(ii) an individual (other than a trust) and the 
spouse of the individual, and 


(b) a person or organization (in this Section re- 
ferred to as a “promoter’”) 


under which the promoter agrees to pay or to cause 
to be paid educational assistance payments to or for 
one or more beneficiaries; 


History: The definition “education savings plan” in. subsec. 
146.1(1) amended by 1998, c. 19, subsec. 38(2), applicable to con- 
tracts made after 1997. The definition formerly read: 


“education savings plan” means a contract entered into at any 
time between an individual (in this section referred to as a 

“subscriber”) and a person or organization (in this section re- 
ferred to as a “promoter”) under which, in consideration. of 
payment by the subscriber of any periodic or other amount as . 
consideration under the contract, the promoter agrees to pay 
or to cause to be paid to or fora beneficiary educational assis- 
tance payments; 


Pre-RSC History: The sess ds ‘ hveatan savings ios was 
para. 146.1(1)(c). 
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“educational assistance payment” means any 
amount, other than a refund of payments, paid out of 
an education savings plan to or for an individual to 
assist the individual to further the individual’s edu- 
cation at a post-secondary school level; 

Related Provisions: 146.1(2)(g), (g.1) — Limitations on educa- 
tional assistance payments; 146.1(7) — Educational assistance pay- 
ments included in income; 153(1)(s), (t) — Withholding of tax at 
source from payments; 212(1)(r)— Tax on educational assistance 
payments. 


History: The definition “educational assistance paymen” in subsec. 
146.1(1) amended by 1998, c. 19, subsec. 38(2), applicable after 
1997. The definition formerly read: 


“educational assistance payment” means any amount, other 
than a refund of payments, paid or payable under an educa- 
tion savings plan to or for a beneficiary to assist the benefici- 
ary to further the beneficiary’s education at the post-secon- 
dary school level; 
Pre-RSC History: The definition “educational assistance pay- 
ment” was para. 146.1(1)(b). 


“post-secondary educational institution’? means 


(a) an educational institution in Canada that is de- 
scribed in paragraph (a) of the definition “desig- 
nated educational institution” in subsection 
118.6(1), or 


~(b) an educational institution outside Canada that 
is a university, college or other educational insti- 
tution that provides courses at a post-secondary 
school level at which a beneficiary was enrolled 
in a course of not less than 13 consecutive weeks; 


History: The definition “post-secondary education institution” (for- 
merly 146.1(1)(c.1) before consolidation in,R.S.C. 1985. (Sth 
Supp.)) added by 1994, c. 7, Sch. II (1991, c. 49), subsec. 118(2), 
applicable after February 20, 1990. 


“pre-1972 income” — [Repealed] 


History: The definition “pre-1972 income” in subsec. 146.1(1) re- 
pealed by 1998, c. 19, subsec. 38(1), applicable after 1997. The def- 
inition formerly,read: 


“pre-1972 income” means the total of all amounts each of 
which is the income (within the meaning of the Income Tax 
Act, chapter 148 of the Revised Statutes of Canada, 1952, as 
it read in its application to the particular taxation year) for a 
taxation year ending before 1972 of a trust governed by an 
education savings plan; 


Pre-RSC History: The definition “pre-1972 income” 
146.1(1)(d). 


1.T. Application Rules: 69 (meaning of “Icome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


was para. 


“qualifying educational program” has the meaning 
that would be assigned by the definition of that ex- 
pression in subsection 118.6(1) if that definition 
were read without reference to paragraph (a); 
History: The definition “qualifying educational program” in sub- 
sec. 146.1(1) amended by 1997, c. 25, subsec. 42(1), applicable to 
1996 et seq. It formerly read: 


“qualifying educational program” has the meaning assigned 
by subsection 118.6(1); 


The definition “qualifying educational program” added to subsec. 
146.1(1) by 1994, c.-7, Sch. II (1991, c. 49), subsec. 118(2), appli- 
cable after February 20, 1990. 


S. 146.1(1) reg 


‘“*RESP annual limit” for a year means, 
(a) for 1990 to 1995, $1,500, 
(b) for 1996, $2,000, and =~ 
(c) for 1997 and subsequent years, $4,000; 


Related Provisions: 146.1(2)(k) — Contributions not to exceed 
RESP annual limit; 204.9“excess amount”(a) — Penalty tax on ex- 
ceeding RESP annual limit. : 

History: The definition “RESP annual limit” added to. subsec. 
146.1(1) by 1998, c. 19, subsec: 38(4), applicable after 1989. 


“refund of payments” at any time under.a particular 
registered education savings plan means 


(a) a refund at that time of a contribution that had 
been made at a previous time, if the contribution 
was made 


(i) otherwise than by way of a transfer from 
- another registered education savings plan, and 


(ii) into the particular plan by or on behalf of a 
subscriber under the particular plan, or 


(b) a refund at that time of an amount that was 
paid at a previous time into the particular plan by 
way of a transfer from another registered educa- 
tion savings plan, where the amount would have 
been a refund of payments under the other plan if 
it had been paid at the previous time directly toa 
subscriber under the other plan; 

History: The definition “refund of payments” in subsec. 146.1(1) 


amended by 1998, c. 19, subsec. 38(2), applicable to 1997 ef seq. 
The definition formerly read: 


“refund of payments” means any amount (not in excess of the 
total of amounts paid by or on behalf of a subscriber under an 
education savings plan) paid or payable to the subscriber, the 
subscriber’s heirs, executors or assigns as or on account of a 
refund of amounts paid to the plan by or on behalf of the sub- 
scriber under the plan; 


Pre-RSC History: The definition “refund of payments” was para. 
146.1(1)(e). 
“registered education savings plan’ means 


(a) an education savings plan registered: for the 
purposes of this Act, or 


(b) a registered education savings plan-as it is 
amended from time to time 


but, except for the purposes of subsections (7) and 
(7.1) and. Part X.4, a plan ceases to be a registered 


| education savings. plan immediately after the day as 


of which its registration is revoked under subsection 
(13), 

Related Provisions: 248(1)“registered education 
plan” — Definition applies to entire Act. 


savings 


History: The definition “registered education savings plan” in sub- 
sec. 146.1(1) amended by 1998, c. 19, subsec. 38(2), ape af- 
ter 1997. The definition formerly read: 


“registered education savings plan” means an ‘education say- 
ings plan accepted by the Minister for registration for the pur- 
poses of this Act as complying with the requirements of this 
section; 

Pre-RSC History: The definition 
plan” was: para. 146.1(1)(f). 


Information Circulars: 93-3: Registered education savings plans. 


“registered education savings 
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“subscriber” under an education savings plan’at any 
time means 


(a) each individual with whom the promoter of 
the plan entered into the plan, 


(b) an individual who has before that time ac- 
quired a subscriber’s rights under the plan pursu- 
ant to a decree, order or judgment of a competent 
tribunal, or under a written agreement, relating to 
a division of property between the individual and 
a subscriber under the plan in settlement of rights 
arising out of, or on the breakdown of, their mar- 
riage, or . 


(c) after the death of a subscriber under the plan, 
any other person (including the estate of the sub- 
scriber) who makes contributions into the plan in 
respect of a beneficiary ; 
but does not include an individual who, before that 
time, disposed of the individual’s rights as a sub- 
scriber under the plan in the circumstances described 
in paragraph (b); 
History: The definition “subscriber” added to subsec. 146.1(1) by 
1998, c. 19, subsec. 38(4), applicable to contracts made after 1997. 


[Repealed] 


Related Provisions: 257 — Formula amount cannot calculate to 
less than zero. 


“‘tax-paid-income”’ — 


History: The definition “tax-paid-income” in subsec. 146,1(1) re- 
pealed by 1998, c. 19, subsec. 38(1), applicable after 1997. The def- 
inition formerly read: 


“tax-paid-income” means the amount determined by the 
formula 


A-(B-C) 
where 
A is the fair market value on December 31, 1971 of all the 


property of a trust governed by an education Savings 
plan, 


B is the total of all amounts paid to the plan on or before 
December 31, 1971 by or on behalf of the subscriber 
under the plan, and 


C is the total amount of all refunds of payments made under 
the plan on or before December 31, 1971; and 


Pre-RSC History: The definition “tax-paid income” was para. 
146.1(1)(g). See Table of Concordance. 


“trust”, except in this definition and the definition 
“education savings plan”, means any person who ir- 
revocably holds property under an education savings 
plan for any of, or any combination of, ie olloryne 
purposes: 
(a) the payment of educational assistance 
payments, 


(b) the payment after 1997 of accumulated in- 
come payments, 


(c) the refund of payments, 


(d) the payment to, or to a trust in favour of, des- 
ignated educational institutions in Canada re- 
ferred to in subparagraph (a)(i) of the definition 
of that expression in subsection 118.6(1), or 
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(e) the payment toa trust that irrevocably holds 
property pursuant to. a registered education: sav- 
ings plan for any of the purposes set out in 
paragraphs (a) to (d). 
Related Provisions: 104(1) — Reference to ‘trust or estate; 
108(1)“trust”(a) — “trust” does not include-a RESP for certain 
purposes. 
History: The portion of the definition “trust” in subsec. 146.1(1) 
before para. (c) amended by 1998, c. 19, subsec. 38(3), applicable 
after 1997. The portion formerly read: 
“trust”, except in this definition, means any person who irrev- 
ocably holds property pursuant to an education savings plan 
for 
(a) the payment of educational assistance payments, 
~ (b) the payment of scholarships or other amounts to per- 
sons, other than a beneficiary, to assist them to further 
their education at the post-secondary school level, 
That portion of the definition of “trust” in subsec. 146.1(1) preced- 
ing para. (a) amended to substitute “holds property” for “holds 
property or money”, and para. (e) amended to substitute “holds 
property pursuant to a registered education savings plan” for “holds 
money or property transferred to it’, by 1994, c. 7, Sch. II (1991, c. 
49), subsecs. 118(4), (5), applicable after July 13, 1990. 
Pre-RSC History: The definition “trust” was para. 146:1(1)(h). 


Subpara. 146.1(1)(h)(iv) substituted by 1988, c. 55, s. 131, applica- 
ble to 1988 et seg. Subpara. 146.1(1)(h)(iv) formerly read: 
(iv) the payment to, or to a trust in favour of, designated edu- 


cational institutions in Canada referred to in clause ~ 
110(9)(a)(i)(A), or 


Para, 146. 1(1)(h) substituted by 1979, c. 5, subsec. 47(1), applicable 
with respect to amounts paid after 1978. Para. 146.1(1)(h) formerly 
read: 


(h) “trust” means any person who irrevocably holds property 
or money pursuant to an education savings plan for 


(1) the payment of educational assistance payments, 


(ii) the payment of scuolags hips to persons other than a 
beneficiary, 


(iii) the refund of payments, 


(iv) the payment to, or to a trust in favour of, designated 
educational institutions in Canada referred to in clause 
110(9)(a)G)(A), or 


(v) the payment to another trust that irrevocably holds 
money or property transferred to it for any of the pur- 
poses set out in subparagraphs (i) to (iv). 


(2) Conditions for registration — The Minister 
shall not accept for registration for the purposes -of 
this Act any education Savings plan of a promoter 


unless, in the Minister’s opinion, the following con- 


ditions are complied with: 


(a) the plan provides that the property of any trust 
governed by the plan (after the payment of trustee 
and administration charges) is irrevocably. held 
for any of the purposes described in the definition 

“trust” in subsection (1) by a corporation licensed 
or otherwise authorized under the laws of Canada 
or a province to carry on in Canada the business 
of offering to the public its services as a trustee; 


(b) at the time of the application by the promoter 
for registration of the plan, there are not. fewer 
than 150 plans entered into with the promoter 
each of which complied, at the time it was en- 
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tered into, with all the other conditions set out in 
this subsection, as it read at that time; © 


(c) the promoter and all trusts governed by the 
plan are resident in Canada; 


(d) the plan does not allow for any payment 
before 1998 to a subscriber, other than a refund 
of payments, unless ‘the subscriber is also the 
beneficiary under the plan; 


(d.1) the plan does not allow accumulated income 
payments under the plan, or the plan allows an 
‘accumulated income payment at a particular time 
under the plan only if 


(i) the payment is made to, or on behalf of, a 
person and. not jointly,,to, or on behalf. of, 
more than one person, » 


(it) the particular time is after 1997) 
(iii) the person is resident in Canada,at the 
particular time, 
(iv) either 
: (A) the person is a subscriber under the 
plan at the particular time, or 


(B) an individual died at any previous time 
and was a subscriber: under the plan i imme- 
diately before death, 


(v) each individual in respect of whom a sub- 
scriber has made a contribution into the plan 


(A) has before the. particular time attained 
21 years of age and is not, at the particular 
time, eligible under the plan to receive an 
educational assistance payment, or 


(B) has died before the particular time, and 
(vi) either 
(A) the particular time is after the 9th year 


that follows the year in which the plan was 
-entered into, or 


(B) each individual in respect of whom a 

subscriber has made a contribution into the 

plan has died before: the particular time 

and was; or was related to, a subscriber 

under the plan (or was the nephew, niece, 

great nephew or great niece of a subscriber 
_ under the plan), 


(e) the plan is substantially similar to the type of 
plan described in or annexed to a prospectus filed 
‘by the promoter with a securities commission in 
Canada or a body performing ‘a similar function 
‘in a province; 


(f) in the event that a trust governed by the plan is 


terminated, the property held. by the.trust is re-- 


quired to be used for any of the purposes de- 
scribed in the definition “‘trust’ in subsection (1); 


(g) the plan does not allow for the payment of.ed- 
ucational assistance payments before 1997 to an 


individual unless the individual is, at the time the — 


payment is made, a student in full-time, attend- 
ance at a post-secondary educational institution 
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‘and enrolled in a qualifying educational program 


at the institution; 


(g:1) the plan does not allow for the payment of 
educational assistance payments after 1996 to an 
. individual unless the individual is, at.the time the 
- payment is made, enrolled in a qualifying educa- 


tional program ‘as a full-time student’ at a post- 


secondary educational institution; 
~~” (g.2) the plan does not allow for any contribution 


into the plan; other than a contribution made by 
or on behalf of a subscriber under the plan in re- 


spect of a beneficiary under the plan or a contri- 
bution made by way of transfer from another reg- 
istered education savings plan; 


(h) the plan provides that no payments may be 
made into the plan by or on behalf of a subscriber 
after the 21st year iene the year in which the 
plan is entered into; 


(i) the plan provides that it must be terminated on 
or before the last day of the 25th year following 
the year in which the plan is entered into; 


: (i. 1) if the plan allows accumulated 1 income pay- 


ments. in accordance with paragraph (d.1), the 
plan provides that it must be terminated before 
March of the year following the year in, which the 
first such payment is made. out of the plan; 


(i.2) the plan does not allow for the receipt of 
property by way of direct transfer from another 


registered education savings plan after the other 


plan has made any accumulated income payment; 
(j) if the plan allows more than one beneficiary 


- under the plan at any one time, the plan provides 


(i) that each of the beneficiaries under the plan 
is required to be connected to each living sub- 
scriber under the plan, or to have been con- 
nected to a deceased original subscriber under 
the plan, by blood relationship or adoption, 
and 


(ii) that a contribution into the plan in respect 
of a beneficiary is permitted to be made only 
hi 


(A) the beneficiary had. not attained 21 
years of age at the time the plan was en- 
tered into, 


(B) the contribution. is made by way of 
transfer from another registered education 
savings plan into which a contribution had 

been made before the transfer in respect of 
the beneficiary, or 


(C) the contribution is made tee a contri- 
bution to which clause (B) applied was 
made) into the plan in respect of the 
beneficiary; 


(k) the plan does not allow the total of all contri- 


"butions made into the plan in respect of a benefi- 
_ ciary fora year (other than contributions made by 


way of transfer from registered education savings 


S. 146.1(2)(k) 


plans) to exceed the RESP annual limit for the 
year; 


(1), the plan provides that the iscmis shall, 
within 90 days after an individual becomes:a ben- 
eficiary under the plan, notify the individual (or, 
where, the individual is under 19 years of age at 
that time and ordinarily resides. with a parent of 
the individual,: that parent) in writing of the exis- 
tence of the plan and the name and address of the 
subscriber in respect of the plan; and 


(m) the Minister has no reasonable basis to. be- 
lieve that the promoter will not take all reasona- 
ble measures to ensure that the plan will continue 
to comply with the conditions set..out in 
paragraphs (a), (c) to (d.1). and (f) to (1) for its 
registration for, the Purposes of this Act. 


Related Provisions:  146.1(3) — Deemed "registration; 
146.1(4) — Registration of plans without prospéctus; 146.1(4.1) — 
Amendments must be filed with Revenue Canada;,,146.1(13) — 
Revocation. where_plan. ceases. to comply. with requirements ; 
172(3) — Appeal from refusal to register; 204.9(1)“excess 
amount” — Limit on RESP contributions; 204. 91 — Tax payable 
by subscribers. 


History: The opening words of subsec. 146.1(2), paras. 146.1(2)(b) 
and.(m) amended by 1998, c. 19, subsecs. 38(5), (6), and (11), ap- 
plicable to applications made after 1997. Those provisions formerly 
read: 


(2) Conditions for acceptance of plan for registration — 
The Minister shall not accept for registration for the purposes 
of this Act any education savings plan of a promoter unless, 
in the Minister’s opinion, it complies with the following 
conditions: 


(b) at the me of the application by the promoter for registra- 
tion of the plan, there are not fewer than 150 subscribers who 
have entered into education savings plans with the promoter 
each of which complied, at the time it was entered into, with 
all the other conditions set out in this subsection, or subsec- 
tion 146.1(2) of the Income Tax Act, chapter 148 of the Re- 
vised Statutes of Canada, 1952, as the case may be, as the 
applicable subsection read at that time: 


(m) the plan complies with prescribed conditions. 
Para. 146.1(2)(d) amended, and add para. (d.1) added, by the said c. 


19, subsec. 38(7), applicable to 1998 ef seg: Para. 146.1(2)(d) for- 
merly read: 


(d) the plan does not allow for any payment toa subscriber 
other than a refund of payments unless the subscriber is also 
the beneficiary under the plan; 
Para. 146.1(2)(g) amended, and add paras. (g.1) and (g.2). added, by 
the said c. 19, subsec. 38(8), paras. (g) and (g.1) applicable to plans 
entered into after February 20, 1990 except that, for plans entered 
into before 1998, the references to “an individual” and “the individ- 
ual” in para. (g.1) shall be read as “‘a beneficiary” and “the benefici- 
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ary”; and para. (g.2) applicable to 1997 et seq. Para. 146.1(2)(g) 
formerly read:. 


(g) the plan does not allow. for the atoment of educational 
assistance payments to an individual unless the individual is, 
at the time the payment is made, a student in full-time attend- 
ance at a post-secondary educational institution. and enrolled 
in a qualifying educational program at the institution; 
Paras. 146.1(2)(i.1) and (1.2) added, and para. (j), amended, by the 
said c. 19, subsec. 38(9), applicable to 1998 ef seg., except that 


(a) para. (j) does not apply to plans entered into before July 14, 
1990; and 


(b) subpara. (j)(i) does not apply to plans entered into before 
1998. 


Para. (j) formerly read: 


(j) where the plan provides that a subscriber may name more 
than one beneficiary under the plan at any one time, the plan 
provides that each of the beneficiaries under the plan is re- 
quired to be connected to the subscriber by blood relationship 
or adoption; ; 


Para. 146.1(2)(k) amended by the said c. 19, subsec. 38(10), appli- 
cable to plans entered into after February 20, 1990. Para. 
146.1(2)(k) formerly read: 


(k) the plan provides that the total of all payments made into 
the plan in respect of a Peat US for a year shall not exceed 
$2,000; 


Para. 146.1(2)(k) amended by 1997, c. 25, subsec. 42(2), applicable 
to, 1996 et seq., except in respect of plans entered into before Febru-_ 
ary 21, 1990. Para. (k) formerly read: 


(k) the plan provides that the total of all payments made into 
the plan in respect of a beneficiary for a year shall. not exceed 
$1,500; 


Paras. 146.1(2)(a), (b) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 118(6), applicable to plans entered into after February 
20, 1990. Paras. (a), (b) formerly read: 


(a) the plan provides that the property of any trust established 
under the plan (after payment of trustee and administration 
charges) is irrevocably held for any of the purposes described 
in the definition “trust” in subsection (1);) 7) - 


(b) at the time of the application by the promoter for registra- 
tion of the plan, there are not less than 150 subscribers who 
have entered into education savings plans with the promoter 
that comply with the conditions set out in Pettis (a) and 
(c) to (g); 
Para. 146.1(2)(c) amended to substitute “governed: by the plan” for 
“established under the plan’, and para. (f) substituted by 1994, c. 7, 
Sch. II (1991, c. 49), subsecs..118(7), (8), applicable after July 13, 
1990. Para. (f) formerly read: 


(f) in the event that a trust established under the plan is termi- 
nated, the property or money held by the trust is required to 
be used for any of the purposes described in the definition 
“trust” in subsection (1); and 
Paras. 146.1(2)(g) to (m) substituted for para. (g) by 1994, ¢. 7, Sch. 
IT (1991,.c. 49), subsec. 118(9), paras. (g) to (i), (k) and (m) applica- 
ble to plans entered into after February 20, 1990, para. (j) applicable 
to plans entered into after July 13, 1990, and para. (1) applicable to 
plans entered into after March 1991. Para. (g) formerly read: 
(g) the plan in all other respects complies with any regula- 
tions of the Governor in Council made on the reeommenda- 
tion of the Minister of Finance. 


Regulations: No prescribed conditions for 146.1(2)(m). 


1.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”), 


Information Circulars: 93-3: Registered education savings plans. 


Forms: T3E-G: RESP (group) information return; T550: Applica- 
tion for registration; T1171: Tax withholding waiver on accumu- 
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lated income payments from, RESPs; T1172: Tax on accumulated 
income payments from RESPs; 


(3) Deemed registration — Where in any year an 
education savings plan cannot be accepted for regis- 
tration solely because the condition set out in para- 
graph (2)(b) has not been complied with, if the plan 
is subsequently registered, it shall be deemed to have 
been registered on the first day of January of 


(a) the year in which all of the conditions set out 
in subsection (2) (except in paragraph (2)(b)) 
were complied with, or 


‘(b) the year preceding the year in aah the plan 
was subsequently registered, 


whichever is the later. 


Related Provisions: 146.1(12)+- Deemed date of: registration; 
212(1)(r) — Non-residents — registered education savings plan. 


Information Circulars: 93-3: Registered education savings plans. 


(4) Registration of plans without prospec- 
tus — Notwithstanding paragraph (2)(e), where a 
promoter has not filed a prospectus in respect of an 
education savings plan referred to in that paragraph, 
the Minister may register the plan if the promoter is 
not otherwise required by the laws of Canada or a 
province to file such a prospectus with a securities 
commission. in Canada or a body performing. a simi- 
lar function in a province and the plan complies with 
the other conditions set out in subsection (2). 

History: Subsec. 146.1(4) substituted by 1994, c. 7, Sch. II (1991, 


c. 49), subsec. 118(10), applicable to plans registered after February 
20, 1990. Subsec. 146.1(4) formerly read: 


(4) Registration of plans in existence on October 15, 
1973 — Notwithstanding paragraph (2)(e), where a promoter 
has not filed a prospectus referred to in that paragraph, the 
Minister may register an education savings plan if the plan 
was in existence on October 15, 1973 and as of that date the 
other conditions set out in subsection (2) had been complied 
with. 


(4.1) Obligation to file amendment — When a 
registered education savings plan is amended, the 
promoter shall file the text of the amendment with 
the Minister not later than 60 days after the day on 
which the plan is amended. 


Related Provisions: 162(7) — Penalty for failure to comply. 


History: Subsec. 146.1(4.1) added by 1998, c. 19, subsec. 38(12), 
in force on June 18, 1998. 


(5) Trust not taxable — No tax is said under 
this Part by a trust on the taxable income of the trust 
for a taxation year if, throughout the period in the 
year during which the trust was in existence, the trust 
was governed by a registered education savings plan. 


Related Provisions: 18(11)(h) — No deduction for interest paid 
on money borrowed to make RESP contribution; 149(1)(u) — Ex- 
emption from tax. 


Information Circulars; 93-3: Registered education savings plans. 


S. 146.1(7) 


Forms: T3E-G: RESP (group) information return. 


(6) Subscriber not taxable — No tax is payable 
by a subscriber on the income of a trust for a taxa- 
tion year after 1971 throughout which the trust was 
governed by a registered education savings plan. 
Related Provisions: 146.1(5)— Trust not taxable; 204.91 — 
Tax payable by subscribers; 212(1)(r) — Non-residents — regis- 
tered education savings plan. 


(6.1) Transfers between plans — Where prop- 
erty irrevocably held by a trust governed by a regis- 
tered education savings plan (in this subsection re- 
ferred to as the “transferor plan’’) is transferred to a 
trust governed by another registered education say- 
ings plan (in this subsection referred to as the “trans- 
feree plan’), 


(a) [Repealed] 


(b) for the purposes of this paragraph, subpara- 
graph (2)(d.1)(vi) and paragraphs (2)(h) and (i), 
the transferee plan is deemed to have been en- 
tered into on the day that is the earlier of 


(i) the day on which the transferee plan was 
entered into, and 


(ii) the day on which the transferor plan was 
entered into; and 


(c) notwithstanding subsections (7) and (7.1), no 
amount shall be included in computing the in- 
come of any person because of the transfer. 


Related Provisions: 146.1(2)(g.2), (1.2) — Restrictions on trans- 
fers between RESPs; 209.4(5) — Transfers between RESPs. 


History: Para. 146.1(6.1)(a) repealed, para. (b) amended, and para. 
(c) added, by 1998, c. 19, subsecs. 38(13), (14), para. (a) applicable 
to transfers made after 1996, para. (b) applicable after 1997, and 
para. (c) applicable to transfers made after 1997. Paras. (a) and (b) 
formerly read: 


(a) for the purposes of Part X.4, 


(i) the transferee plan shall be deemed to be the same 
plan as, and a continuation of, the transferor plan, and 


(ii) the transfer of property shall be deemed not to be a 
payment made into the transferee plan; and 
(b) for the purposes of this paragraph and paragraphs (2)(h) 
and (i), the transferee plan shall be deemed to have been en- 
tered into on the earlier of 


(i) the day on which the transferee plan was entered into, 
and 


(ii) the day on which the transferor plan was entered into. 


Subsec. 146.1(6.1) added by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 118(11), applicable after February 20, 1990. 


Information Circulars: 93-3: Registered education savings plans. 


(7) Educational assistance payments — There 
shall be included in computing an individual’s in- 
come for a taxation year the total of all educational 
assistance payments paid out of registered education 
savings plans to or for the individual in the year. 
Related Provisions: 56(1)(q) — Education savings plan pay- 
ments; 153(1)(s), (t) — Withholding of tax at source; 212(1)(r) — 
Withholding tax on RESP payments to non-residents; 248(5) — 
Substituted property. 
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History: Subsec. 146.1(7) amended by 1998, c. 19, subsec. 38(15), 
applicable to 1998 et seg. Subsec. 146.1(7) formerly read: 


(7) Amounts to be included in beneficiary’s income — 
There shall be included in computing the income for a taxa- 
tion year of a taxpayer who is or was a beneficiary under a 
registered education savings plan, the amount, if any, by 
which the total of 


(a) educational assistance payments paid to the taxpayer 
or on the taxpayer’s behalf in the year under the plan, and 


(b) amounts paid to the taxpayer or on the taxpayer’s be- 
half to the extent that those amounts may reasonably be 
regarded as a distribution of property that had been trans- 
ferred from a trust established under a registered educa- 
tion savings plan, of property substituted therefor or of 
income from any such property 


exceeds 
(c) the taxpayer’s portion of the tax-paid-income in the 
year under the plan. 
Pre-RSC History: Subsec. 146.1(7) substituted by 1979, c. 5, 
subsec. 47(2), applicable with respect to amounts paid after 1978. 
Subsec. 146.1(7) formerly read: 


(7) Amount to be included in beneficiary's income — 
There shall be included in computing the income of a benefi- 
ciary for a taxation year ending after 1973 under a registered 
education savings plan, the amount, if any, by which 


(a) the aggregate of educational assistance payments paid 
to or for the beneficiary in the year under the plan 


exceeds 


(b) the beneficiary’s portion of the tax-paid-income in the 
year under the plan. 


Information Circulars: 93-3: Registered education savings plans. 


(7.1) Other income inclusions — There shall be 
included. in computing a taxpayer’s.income for a tax- 
ation year 


(a) each accumulated income payment received 
in the year by the taxpayer under a registered ed- 
ucation savings plan; and 


(b) each amount received in the year by the tax- 
payer in full or partial satisfaction of a sub- 
scriber’s interest under a registered education 
Savings plan (other than any excluded amount in 
respect of the plan). 


Related Provisions: 146.1(7.2) — Excluded amount; 153(1)(s), 
(t) — Withholding of tax at source. 


History: Subsec. 146.1(7.1) added by 1998, c. 19, subsec. 38(15), 
applicable to 1998 et seq. 


(7.2) Excluded amount — For the purpose of par- 
agraph (7.1)(b), an excluded amount in respect of a 
registered education savings plan is 


(a) any amount received under the plan; 


(b) any amount received in satisfaction of a right 
to a refund of payments under the plan; or 


(c) any amount received by a taxpayer under a 
decree, order or judgment of a competent tribu- 
nal, or under a written agreement, relating to a di- 
vision of property between the taxpayer and the 
taxpayer’s spouse or former spouse in settlement 
of rights arising out of, or on the breakdown of, 
their marriage. 


Income Tax Act, Part I 


History: Subsec. 146.1(7.2) added by 1998, c. 19, subsec. 38(15), 
applicable to 1998 et seq. 


(8) [Repealed] 


History: Subsec. 146.1(8) repealed by 1998, c. 19, subsec. 38(15), 
applicable to 1998 et seg. Subsec. 146.1(8) formerly read: 


(8) Definition of “beneficiary's portion of the tax-paid-in- 
come” — For the purposes of subsection (7), a “beneficiary’s 
portion of the tax-paid-income” for a taxation year under a " 
registered education savings plan means the greater of 


(a) the lesser of 


(i) one-third of the pre-1972 income reported on or 
before April 30, 1972 by the trust governed by the 
plan to the subscriber as having been earned in re- 
spect of amounts paid to the plan by or on behalf of 
the subscriber, and 


(ii) the amount, if any, by which 


(A) the pre-1972 income reported on or before 
April 30, 1972 by the trust governed by the plan 
to the subscriber as having been earned in re- 
spect of amounts paid to the plan by: or on behalf’ 
of the subscriber 


‘exceeds . 
~ (B) the total of all amounts, if any, referred to in 
paragraph (7)(c) in respect of preceding taxation 
years, and 
(b) the amount of the tax-paid-income actually allocated 


under the trust governed by the plan to the beneficiary in 
the year. 


(9) [Repealed] 

History: Subsec. 146.1(9) repealed by 1998, c. 19, subsec. 38(15), 

applicable to 1998 et seq. Subsec.. 146,1(9) formerly. read: 
(9) Limitation-on allocation of tax-paid-income — For the 
purposes of paragraph (8)(b), no amount of the tax-paid-in- 
come shall be allocated in a particular taxation year if an allo- 
cation has, been made in respect of the same amount in a pre- 
vious taxation year. 


(10) [Repealed] 


History: Subsec. 146.1(10) repealed by 1998, c. 19, subsec. 38(15), 
applicable to 1998 et seg. Subsec. 146.1(10) formerly read: — 


(10) Allocation of tax-paid-income — For the purposes of 

- this subsection and subsections (8) and (9), in any taxation 
year there shall be allocated by the trust governed by 4a regis- 
tered education savings plan an amount of the tax-paid-in- 
come to a beneficiary that is not less than the amount deter- 
mined under paragraph (8)(a) for the year. 


(11) Trust deemed to be inter vivos trust — 
For any taxation year during which an education sav- 
ings plan is not registered, a trust governed by the 
plan shall be deemed, for the purposes of section 
122, to be a trust referred to in subsection 122(1) es- 
tablished after June 17, 1971. 


(12) Deemed date of registration — Subject to 
subsection (3), an education savings plan that is 
registered — Sn 
(a) before 1976 shall be deemed to have. been 
registered since the later of 
(i) January 1, 1972, and 


(ii) the first day of January of the year in 
which the plan was created; and 
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(b) after 1975 shall be deemed to have been reg- 
istered on the first day of January in the year of 
registration. 


(12.1) Notice of intent to revoke registra- 
tion — When a particular day is 


(a) a day on which a registered education savings 
plan ceases. to comply with the.conditions of sub- 
section (2) for the plan’s registration, 


(b) a day on which a registered education savings 
plan ceases to comply with any provision: of the 
plan, or 


(c) the last day of a month in respect of which tax 
is payable under Part X.4 by an individual be- 
cause of contributions made, or deemed for the 
purpose of Part X.4 to have been made, by or on 
behalf of the individual into a registered educa- 
tion savings plan, _ 


the Minister may send written notice (referred to in 
this subsection and subsection (12.2) as a “notice of 
intent”’) to the promoter of the plan that the Minister 
proposes to revoke the registration of the plan as of 
the day specified in the notice of intent, which day 
shall not be earlier than the particular day. 


Related Provisions: 146.1(12.2) — Notice of revocation; 
172(3)(e.1) — Appeal to Federal Court of Appeal from giving of 
notice of intent; 180(1)(c.1) — Deadline for filing appeal to Federal 
Court of Appeal; 248(7) — Notice deemed received on day mailed. 


History: Subsec. 146.1(12.1) added by 1998, c. 19, subsec. 38(16), 
applicable after 1997. 


(12.2) Notice of revocation — When the Minister 
sends a notice of intent to revoke the registration of a 
registered education savings plan to the promoter of 
the plan, the Minister may, after 30 days after the 
receipt by. the promoter of the notice, send written 
notice (referred to in this subsection and subsection 
(13) as.a “notice of revocation”) to the promoter that 
the registration of the plan is revoked: as of the day 
specified in the notice of revocation, which day shall 
not be earlier than the day specified in the notice of 
intent. 


Related Provisions: 146.1(13) — Revocation; 248(7) — Notice 
deemed received on day mailed. 


History: Subsec. 146. 1(12.2) added pe 1998, c. 19, subsec. 38(16), 
applicable after 1997. 


(13) Revocation of registration — When the 
Minister sends a notice of revocation of the registra- 
tion of a registered education savings plan under 
subsection (12.2) to the promoter of the plan, the re- 


gistration of the plan is revoked as of the day speci-. 


fied in the notice of revocation, unless the Federal 
Court of Appeal or a judge thereof, on application 
made at any time before the determination of an ap- 
peal under subsection 172(3), orders otherwise. 


Related Provisions: 146.1(2) — Requirements for registration; 
146.1(5) — Trust becomes taxable after revocation; 244(5) — Proof 
of service by mail; 248(7)(a)— Mail deemed received on day 
mailed. 


S.. 146.1 


History: Subsec. 146.1(13) amended by 1998, c..19, subsec. 
38(16), applicable after 1997. Subsec. 146.1(13) formerly read: 


(13) Revocation of registration — Where at any time an ed- 
ucation savings plan that has been accepted by the Minister 
for registration for the purposes of this Act ceases to comply 
with the requirements of this section for its registration as 
such, the Minister may revoke its registration as of any date 
after that time and shall give notice of the revocation by reg- 
istered mail to the subscriber and to the promoter. 


(13. 1) RESP information — — Every trustee under a 
registered education savings plan shall, in prescribed 
form and manner, file with the Minister information 
returns in respect of the plan: 


Related : Provisions: 
promoters. 


History: Subsec. 146.1(13.1) added by 1998, c. 21, s. 74, in force 
June 18, 1998. 


(14) [Repealed] 


History: Subsec. 146.1(14) repealed by 1998, c. 19, subsec. 38(16), 
applicable after 1997. Subsec. 146.1(14) formerly read: 


(14) Rules applicable to revoked plan — Where at any 
time in a taxation year the Minister revokes the registration of 
an education savings plan that had previously been accepted 
for registration, there shall be included in computing the in- 
come of the subscriber under the plan for that year the 
amount, if any, by which 


146.1(15) — Information returns by 


(a) the fair market value at that time of all of the property 
of the trust governed by the plan 


exceeds 
(b) the amount. by which 
(i) the total of all amounts each of which is 


(A) an amount paid to the is se or on behalf of 
the subscriber, or 


(B) the amount of the pre-1972 income reported 
on or before April 30, 1972 by the trust gov- 
erned by the plan to the subscriber as having 
been earned in respect of amounts paid to the 
plan by or on behalf of the subscriber 


exceeds 


(ii) the total of all refunds of payments paid or paya- 
ble under the plan to the subscriber: 


(15) Regulations — The Governor in Council may 
make regulations requiring promoters of education 
savings plans to file information returns in respect of 
the plans. 


Related. Provisions: 
trustees. 


History: Subsec. 146.1(15) added by 1998, c. 19, subsec. 38(17), in 
force on June 18, 1998. 


Pre-RSC History [s. 146.1]: S. 146.1 added by 1974-75-76, c. 
26, s. 100, applicable to 1972 et seq. 


Definitions [s. 146.1]: “accumulated income payment” — 
146.1(1); “adoption” — 251(6)(c); “amount” — 248(1); “benefici- 
ary” — 146.1(1); “blood relationship” — 251(6)(a); “Canada” — 
255; “connected” — 251(6); “corporation” — 248(1), Interpreta- 
tion Act 35(1); “educational assistance payment”, “education sav- 
ings plan” —146.1(1); “excluded amount” — 146.1(7.2); “Gover- 
nor in Council” — Interpretation Act 35(1); “individual”, 
“Minister” — 248(1); “nephew”, “niece” — 252(2)(g); “notice of 
intent” — 146.1(12:1); ‘notice of revocation” — 146.1(12.2); “par- 
ent” — 252(2); “person” — 248(1); “portion” — 146.1(8); “pro- 
moter” — 146:1(1)“education savings plan”(b); “property” — 


146.1(13.1) —Information returns by 
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248(1); “province” — Interpretation Act 35(1); “RESP. annual 
limit”, “refund of payments” — 146.1(1); “registered education say- 
ings plan” — 146.1(1), 248(1); “regulation” — 248(1); “resident in 
Canada” — 250; “spouse” — 252(4)(a);. “subscriber” — 146.1(1); 
“substituted property” — 248(5); “taxable income” — 2(2), 248(1); 
“taxation year” — 249; “tax-paid income” — 146.1(1); “trust” — 
104(1), 108(1), 146.101), 248(1), (3); “writing” — Interpretation 
Act 35(1). 


Registered Home Ownership Savings 
Plans — 


146.2 (1)-(3) [Repealed under former Act] 


Pre-RSC History: Subsecs. 146.2(1) to (3) repealed by 1986; c. 6, 
subsec. 82(1), applicable to 1986 et seg. Subsecs. (1) to (3) formerly 
read: 


146.2 (1) Definitions — In this section, 


(a) “beneficiary” in respect of a home ownership-savings 
plan means an individual (other than a trust) 18 years of 
age or over to whom, under a home ownership savings 
plan, a single payment is agreed to be paid but does not 
include an individual to whom, under a home ownership 
savings. plan, a single payment is agreed to be paid as a 
consequence of the death of another individual; : 


(b) “contribution” means any periodic or other amount 
paid by an individual under a home ownership savings 
plan as a payment referred to in paragraph (d) for the pur- 
pose stated in that paragraph; 


(c) [Repealed] 


(d) “home ownership savings plan” means an arrange- 
ment under which payment is made by an individual 


(1) in trust to a corporation resident’ in Canada and 
licensed or otherwise authorized, under the laws of 
Canada or a province to carry on in Canada the busi- 
ness of offering to the public its services as trustee, 
or 


(ii) as a deposit with a branch or office, in Canada, of 


(A) a person who is, or is eligible to become, a 
member of the Canadian Payments Association, 
or 


(B) a credit union that is a shareholder or mem- 
ber of a body corporate referred to as a “central” 
for the purposes of the Canadian Payments As- 
sociation Act, 


(in this section referred to as a “depositary”), 


of any periodic or other amount as a payment under the 
trust or the deposit arrangement, as the case may be, to be 
used, invested or otherwise applied by that corporation or 
depositary, for the purpose of providing to that individual 
as the beneficiary under the arrangement an amount to be 
used for the purchase by him of his owner-occupied 
home; 


(e) “non-qualified investment” in relation to a trust gov- 
erned by a registered home ownership savings plan 
means property acquired by the trust that is not a quali- 
fied investment for such trust; 


(f) “owner-occupied home” of a taxpayer means a hous- 
ing unit or a share of the capital stock of a co-operative 
housing corporation owned, whether jointly with another 
person or otherwise, in a taxation year or within 60 days 
after the end of the year by the taxpayer, if the housing 
unit was, or if the share was acquired for the sole purpose 
of acquiring the right to inhabit a housing unit owned by 
the corporation that was, inhabited by the taxpayer at any 
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time in the year or within 60 days after the end of the 
year and was situated in Canada; 


(g) “qualified investment” for a trust governed by a regis- 
tered home ownership savings plan means 


(i) an investment that would be described in any of 
subparagraphs 204(e)(i) to (ix) (except subpara- 
graphs (111), (vi) and (viii) thereof) if the reference in 
paragraph 204(e) to a trust governed by a deferred 
profit sharing plan or a revoked plan were read as a 
reference to a trust governed by a registered home 
ownership savings plan, 


(11) a bond, debenture, note or similar obligation of a 
corporation the shares of which are listed on a pre- 
scribed stock exchange in Canada, 


(111) a mortgage or interest therein, secured by real 
property situated in Canada, other than a mortgage in 
respect of which the mortgagor is the beneficiary or a 
person with whom the beneficiary does not deal at 
arm’s length, and 

(iv) such other investments as may be prescribed by 
any regulations of the Governor in Council made on 
the recommendation of the Minister of Finance; and 


(hb) “registered home ownership savings plan” means a 
home ownership savings plan accepted by the Minister 
for registration for the purposes of this Act. 


(2) Registration — The Minister shall not accept for regis- 
tration for the purposes of this Act any home ownership sav- 
ings plan unless, in his opinion, the following conditions are 
complied with: 


(a) the plan does not provide for any payment to be made 
to the beneficiary under or out of the plan other than 


(1) a single payment to the beneficiary to be used by 
him for the purchase of his owner-occupied home, or 


(ii) as a refund of the excess described in paragraph 
(7)(a) together with any interest, profits or gains at- 
tributable thereto; — 


(b) the plan includes a provision stipulating that the pay- 
ment to the beneficiary thereunder is not capable either in 
whole or in part of surrender or assignment except to the 
spouse of the beneficiary on the death of the beneficiary; 


(b.1) the plan, where it involves a depositary, includes a 
provision stipulating that the depositary has no right of 
offset as regards the property held under the plan in con- 
nection with any debt or obligation to the depositary that 
the beneficiary under the plan owes or may thereafter 
owe; 


(c) the plan includes a provision stipulating that the terms 
of the plan cannot be revised, amended or varied except 


(i) to provide that the single payment referred to in 
paragraph (a) shall, on the death of the beneficiary, 
be paid to his spouse, or 


(11) to delete a provision-of the type referred to in 
subparagraph (i); 

(d) the plan includes a provision stipulating that the trus- 

tee or depositary, as the case may be, shall, on the death 

of the beneficiary, transfer or distribute all the property 
‘held under the plan; 


(e) the beneficiary and the trust established under the 
plan or the depositary involved in the plan, as the case 
may be, are resident in Canada; 


(f) the beneficiary has not previously been a beneficiary 
under a registered home ownership savings plan and has 
not previously claimed a deduction under subsection (4); 


g) the beneficiary or his spouse with whom he is resid- 
ing does not own, whether jointly with another person or 
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otherwise, real property, any portion of which was used 
at any time in the year as a dwelling place by any 
individual; 

(h) the beneficiary or his spouse with whom he is resid- 
ing does not have an interest in a partnership that owns, 
whether jointly or otherwise, real property, any portion of 
which was used at any time in the year as a dwelling 
place by any individual; 


(h.1) the plan requires that no benefit or loan, other than 


(i) a benefit the amount of which is required to be 
included in computing the beneficiary’s income, 


(ii) an amount referred to in any of paragraphs (6)(a) 
to (c), or 


(iii) the benefit derived from the provision of admin- 
istrative or investment services in respect of the plan, 


that is conditional in any way on the existence of the plan 
may be extended to the beneficiary or to a person with 
whom he was not dealing at arm’s length; and 


(i) the plan in all other respects complies with any regula- 
tions of the Governor in Council made on the recommen- 
dation of the Minister of Finance. 


(3) No tax while trust governed by plan — Except as pro- 
vided in subsection (14), no tax is payable under this Part by 
a trust on the taxable income of the trust for a taxation year if, 
throughout the period in the year during which the trust was 
in existence, the trust was governed by a registered home 
ownership savings plan, except that if the trust has 


(a) borrowed money in the year or has borrowed money 
that it has not repaid before the commencement of the 
year, 


(b) received a gift of property (other than a contribution) 
in the year or has received a gift, of property and has not 
divested itself of the property or any property substituted 
therefor before the commencement of the year, or 


(c) carried on any business or businesses in the year 
tax is payable under this Part by the trust 


(d) where paragraph (a) or (b) applies, on its taxable in- 
come for the year, and 


(e) where neither paragraph (a) nor (b) applies and where 
paragraph (c) applies, on the amount that its taxable in- 
come for the year would be if it had no incomes or losses 
from sources other than from the business or businesses, 
as the case may be. 


Para. 146.2(1)(c) repealed by 1984, c. 1, subsec. 81(1), applicable to 
1985 et seg. and in its application to the 1983 and 1984 taxation 
years, paragraph 146.2(1)(c) shall be read as follows: 


(c). “new home furnishings”, in relation to the acquisition 
thereof by a taxpayer, means any of the following furnishings 
that have not been used or acquired for use before the later of 
April 20, 1983 and the date of their acquisition by the tax- 
payer by any person for any purpose, other than display, 
namely, os 


(i) furniture designed for use in the home, other than any 
item of furniture listed or described in, or containing as a 
component part thereof any item listed or described in, 
any of subparagraphs (v) to (viii), 

(ii) counter top stoves, clothes washers, clothes dryers, 
dishwashers, floor polishers, freezers, ovens, refrigera- 
tors, rug shampooers, stoves or vacuum cleaners, other 
than any such item with a purchase price of less than 
$100, 


(iii) curtains, drapes, blinds or interior window shutters, 
or 


(iv) rugs, carpets or underpadding, 
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but does not include 


(v) any item listed or described in any of subparagraphs 
(1) to (iv) if the item is for outdoor use or is acquired by 
the taxpayer for the purpose of gaining or producing 
income, 


(vi) clocks, musical instruments and home entertainment 
equipment including games tables, computers, projectors, 
recording equipment, radios, stereos, televisions or video 
games, 


(vii) humidifiers, dehumidifiers, air cleaners or condi- 
tioners, and 


(viii) listed personal property; 


Para. 146.2(1)(c) formerly read: 


(c) “home furnishings” — “home furnishings” means prop- 
erty as defined by regulation used to furnish a home; 


Para. 146.2(2)(f) substituted by 1984, c. 1, subsec. 81(2), applicable 
to 1983 et seg. Para. 146.2(2)(f) formerly read: 


(f) the beneficiary has not previously, been a beneficiary 
under a registered home ownership savings plan; 


Para. 146.2(2)(h.1) added by. 1980-81-82-83, c. 140, subsec. 99(1), 
applicable by 1984, c. 1, s: 114 (deemed in force on: March 30, 
1983), to plans issued after March 1983. 


Paras. 146.2(2)(b.1) added, (d), (e) substituted by 1980-81-82-83, c. 
40, subsecs. 97(2), (3), in force December 1, 1980. Paras. 146(2)(d), 
(e) formerly read: 


(d) the plan includes a provision stipulating that the trustee 
shall, on the death of the beneficiary, transfer or distribute all 
the property of the trust governed by the plan; 


(e) the beneficiary and the trust established under the plan are 
resident in Canada; 


Para. 146.2(1)(d) substituted by 1980-81-82-83, c. 40, subsec. 
97(1), in force December 1, 1980. Para. 146.2(1)(d) formerly read: 


(d) “home ownership savings plan” means an arrangement 
under which payment is made by an individual in trust to a 
corporation resident in Canada and licensed or otherwise au- 
thorized under the laws of Canada or a province to carry on in 
Canada the business of offering to the public its services as 
trustee, of any periodic or other amount as a payment under 
the trust to be used, invested or otherwise applied by that cor- 
poration for the purpose of providing to that individual as the 
beneficiary under the arrangement an amount to be used for 
the purchase by him of his owner-occupied home; 


Paras. 146.2(2)(g), (h) substituted by 1977-78, c. 1, subsec. 73(1), 
applicable to 1978 et seg: Paras: 146.2(2)(g), (h) formerly read: 


(g) the beneficiary does not own, whether jointly with another 
person or otherwise, real property in Canada, any portion of 
which was used at any time in the year as a dwelling place by 
any individual; 

(h) the beneficiary does not have an interest in a partnership 
that owns, whether jointly or otherwise, real property in Can- 
ada any portion of which was used at any time in the year as a 
dwelling place by any individual; and 


(4) [Repealed under former Act] 


Pre-RSC History: Subsec. 146.2(4) repealed by 1986, c. 6, sub- 
sec. 82(2), applicable with respect to contributions made under, and 
amounts received out of or under, registered home ownership sav- 
ings plans after May 22, 1985. Subsec. 146.2(4) formerly read: 


(4) Amount of contribution deductible — There may be de- 
ducted in computing the income for a taxation year of a tax- 
payer who, at any time in the year, is a beneficiary under a 
registered home ownership savings plan, the amount of any 
contribution paid by the taxpayer under the plan during the 
year not exceeding the lesser of 


(a) $1,000; and 
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(b) $10,000 minus the aggregate of contributions made 
by him in respect of previous. years. 


All that portion of subsec. 146.2(4) preceding para. (a) substituted 
by 1977-78, c. 1, subsec. 73(2), applicable to 1978 et seg. That por- 
tion formerly read: 


(4) There may be deducted in computing the income for a 
taxation year of a taxpayer who is a beneficiary under a regis- 
tered home ownership savings plan or becomes, within 60 
days after the end of the taxation year, a beneficiary thereun- 
der, the amount of any contribution paid by the taxpayer 
under the plan during the year or within 60 days after the end 
of the year (to the extent that it has not been deducted in com- 
puting his income for a previous year), not exceeding the 
lesser of 


1984 Application: 1984, c. 1, subsec. $1(3) (as amended by 1984, 
c. 45, s. 54) provides that, in its application to the 1983 and 1984 
taxation years, subsec. 146.2(4) shall be read'as follows: - 


(4) There may be deducted in computing the income for a 
taxation year of a taxpayer who, at any time in the year, is a 
beneficiary under a registered home ownership savings plan, 
the amount of any contribution paid by the taxpayer under the 
plan during the year not exceeding the least of 


(a) $1,000 


(b) the aggregate of all contributions paid by the taxpayer 
in the year and before April 20, 1983 plus the amount, if 
any, by which 


(i) the lesser. of 


(A) the aggregate of all contributions paid by the 
taxpayer in the year and after April. 19, 1983, 
and 


(B) $1,000 
exceeds 


(ii) the aggregate of all amounts each of which is an 
amount that, by. virtue of subparagraph. (6)(a)(ii), is 
not required to be included in computing the tax- 
payer's income pursuant to subsection (6), and 


(c) $10,000 minus the aggregate ofall contributions 
made by’ him in respect of previous taxation years, 


except that where 


(d) the taxpayer or’his spouse with ‘whom he resided dur- 
ing the year did not, at any time after 1981 and before the 
date of acquisition of the owner-occupied home de- 
scribed in paragraph (f), own (whether jointly with an- 
other person or otherwise) real property any portion of 
which was used after 1981 as a dwelling place, and 


(e) all amounts in the plan have been received in the year 
by the taxpayer as a beneficiary in satisfaction of all his 
rights under the plan and have been used by him during 
the period beginning on April 20, 1983 and ending on the 
day that is 60 days after the end of the year, to acquire 
within that period his owner-occupied home or his 
owner-occupied home and new home. furnishings 
therefor, 


the taxpayer may. deduct under this subsection a specified 
amount if 


(f) his owner-occupied home had not been used for any 
purpose other than display before its acquisition by him 
and is inhabited by him before the end of the period re- 
ferred to in paragraph (e), 


(g) no person other than the taxpayer has deducted a 
specified amount under this subsection for a taxation year 
in respect of the acquisition of the same owner-occupied 
home, and 
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(h) no amount has been, and in no case will be, paid to 
any person under section 34.16 of the National Housing 
Act in respect of the same owner-occupied homme; 


and for the purposes of this section, 


(i) a taxpayer who 


(i), acquired his owner-occupied home described in 
paragraph (f) at any time after April 19, 1983 and 
before March 2, 1985, 


(ii) was otherwise eligible to become a beneficiary 
under a registered home ownership savings plan 
before 1985 and immediately before such acquisi- 
tion, and 


(iii) was not a beneficiary (at any time before filing 
an election in prescribed form) or an applicant to be- 
come a beneficiary (at the time of filing such an elec- 
tion) under a registered home ownership savings 
plan, 


shall, if he so elects before May 1, 1986, be deemed, 
from the time of such election, to have been a beneficiary 
under a registered home ownership savings plan at the 
commencement of 


(iv) the 1983 taxation year, where he acquired his 
owner-occupied home before January 1, 1984, 


(v) the 1984 taxation year, where he acquired his 
owner-occupied home after February 29, 1984 and 
before March 2, 1985, or 


(vi) the 1983 or the 1984 taxation year, where he ac- 
quired his owner-occupied home after December 31, 
1983 and before March 1, 1984, . 


and to have complied with all the requirements of para- 
graph (e) in respect of that year; 


(j) “specified amount” in relation to a taxpayer for a taxa- 
tion year means an amount equal to the lesser of 


(i) the amount determined in respect of the taxpayer 
for the year under paragraph (c), and 


(ii) the amount, if any, by which the aggregate of the 
cost to the taxpayer of his owner-occupied home de- 
scribed in paragraph (f) and of the. new home fur- 
nishings therefor and the taxpayer’s total contribu- 
tions under a registered home ownership savings 
plan in the year exceeds the aggregate of all amounts 
each of which is an amount that, by virtue of para- 
graph (6)(a), was not required to be included in com- 
puting his income for the year or the immediately 
preceding taxation year pursuant to subsection (6) or 
that was deducted in computing his income for. the 
year under subsection (6.1), as the case may be; and 


(k) a taxpayer who would have been entitled to claim a 
deduction of a specified amount in respect of a dwelling 
place in the 1983 or 1984 taxation year were it not for the 
fact that, for reasons’ beyond his control, the dwelling 
place could not be registered under the relevant land re- 
gistration laws at the time he commenced to occupy: the 
dwelling place shall be deemed to have acquired the 
dwelling place at the time he commenced its occupation 
if the dwelling place is registered before 1986, and where 
the taxpayer has commenced to occupy the dwelling 
place in 1983 and all amounts in the registered home 
ownership savings plan have been received in 1984 by 
him as a beneficiary in satisfaction of all his rights under 
the plan, 


(i) the taxpayer is deemed to have received all 
amounts in the plan in 1983 in satisfaction of all his 
rights under the plan, and 


(ii) any amount contributed to his plan in 1984 is 
deemed, for the purpose of computing the specified 
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amount, to be a contribution made by the taxpayer in 
respect of previous taxation years. 


(4) There may be deducted in computing the income for a 
taxation year of a taxpayer who, at any time in the year, is a 
beneficiary under a registered home ownership savings plan, 
the amount of any contribution paid by the taxpayer under the 
plan during the year (to the extent that it has not been de- 
ducted in computing his income for a previous year), not ex- 
ceeding the lesser of 


(5), (6) [Repealed under former Act] 


Pre-RSC History: Subsec. 146.2(5) repealed, applicable to 1986 
et seq., Subsec. 146.2(6) repealed, applicable with respect to contri- 
butions made under, and amounts received out of or under, regis- 
tered home ownership savings plans after May 22, 1985, by 1986, c. 
6, subsecs. 82(3), (4). Subsecs. 146.2(5) and (6) formerly read: 


(5) Persons who may not deduct — No amount may be de- 
ducted by a taxpayer under subsection (4) for a taxation year 
if, in that year and the immediately preceding taxation year, 
he or his spouse with whom he resided during both years 


(a) had an owner-occupied home as defined in paragraph 
(1)(f) if that paragraph were read without reference to the 
phrase “or within 60 days after the end of the year” 
where it appears therein; 


(b) owned, whether jointly with another person or other- 
wise, real property, any portion of which was used in 
those years as a dwelling place by any individual; or 


(c) had an interest in a partnership that owned, whether 
jointly or otherwise, real property, any portion of which 
was used in those years as a dwelling place by any 
individual. 


(6) Receipts from plan to beneficiary to be included in 
income — There shall be included in computing the income 
of a taxpayer for a taxation year the aggregate of all amounts 
each of which is an amount received by him as a beneficiary 
in the year out of or under a registered home ownership sav- 
ings plan, except to the extent that such amount 


(a) is a payment to the taxpayer and is used by him in the 
year or within 60 days after the end of the year to acquire 
his owner-occupied home; 


(b) has been deemed by subsection (9) to have been re- 
ceived by a beneficiary and has been included in comput- 
ing any taxpayer’s income; or 

(c) is that portion of a refund, made within 120 days after 
the end of the immediately preceding taxation year, that 
is the excess described in paragraph (7)(a). 


All that portion of subsec. 146.2(6) preceding para. (a) substituted 
by 1980-81-82-83, c. 40, subsec. 97(4), in force December 1, 1980. 
That portion formerly read: 


(6) Receipts from trust to beneficiary to be included in 
income.— There shall be included in computing the income 
of a taxpayer for a taxation year the aggregate of all amounts 
each of which is an amount received by him in the year from 
a trust governed by a registered home ownership savings 
plan, except to the extent that such amount 


Subsecs. 146.2(5), (6) substituted by 1977-78, c. 1, subsec. 73(3), 
applicable to 1977 et seg. Subsecs. 146.2(5), (6) formerly read: 


(5) No amount may be deducted by a taxpayer under subsec- 
tion (4) for a taxation year in which 


(a) he had an owner-occupied home as defined in para- 
graph (1)(f) if that paragraph were read without reference 
to the phrase “or within 60 days after the end of the year” 
where it appears therein; 


1978 Application: 1977-78, c. 1, subsec. 73(12) provides that in 
its application to the 1978 taxation year, all that portion of subsec. 
146.2(4) preceding para. (a) shall be read as follows: 
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(b) he owned, whether jointly with another person or oth- 
erwise, real property in Canada, any portion of which 
was used in the year as a dwelling on by any individ- 
ual; or 


(c) he had an interest in a partnership that owned, 
whether jointly or otherwise, real property in’ Canada, 
any portion of which was used'in the year as a dwelling 
place by any individual. 


(6) There shall be included in computing the income of a tax- 
payer for a taxation year all amounts received by him in the 
year from a trust governed by a registered home ownership 
savings plan, except to the’ extent that such amounts 
(a) are used by the taxpayer in the year or within 60 days 
after the end of the year to purchase 
(i) his owner-occupied home, or 
(ii) home furnishings for 
(A) the owner-occupied home referred to in sub- 
paragraph (1), or 
(B) the owner-occupied home of his spouse; or 
(b) have been deemed by subsection (9) to have been re- 


ceived by a beneficiary and have been ‘aera in com- 
puting any taxpayer’s income. 


1984 Application: 1984, c. 1, subsec. 81(5) provides that in its 
application to the 1984 taxation year, para. 146.2(6)(a) shall read: 


(a) is a payment to the taxpayer that he used in the year or 
within 60 days after the end of the year to acquire his owner- 
occupied home described in paragraph (4)(f), to acquire such 
a home and new home furnishings therefor or to acquire his 
owner-occupied home; 


1984, c. 1, subsec. 81(4) provides thatin its application to the 1983 
taxation year, para. 146.2(6)(a) shall read: 


(a) 1s a payment 


(i) to the taxpayer that he used in the year or within 60 
days after the end of the year to acquire his owner-occu- 
pied home. described in paragraph (4)(f), to acquire such 
a home and new home furnishings therefor or to acquire 
his owner-occupied home, or 


(ii) in the case of a taxpayer who was.a beneficiary under 
such a, plan on April 19, 1983, to the taxpayer that he 
used in the year or within 60 days after the end of the 
year to purchase new home furnishings for his personal 
use in Canada if such purchase. is proven by filing re- 
ceipts with his return of income for the year under this 
Part; 


1977 Application: 1977-78, c..1, subsec. 73(13) provides that in 
their application to the 1977 taxation year, subsec. 146.2(5) shall be 
read without reference to the expression “or his spouse with whom 
he resided during both years” and the reference to “real property” in 


paras. 146.2(5)(b), (c) shall be read as a reference to “real property 
in Canada”. 


In its application to the 1977 taxation year, para. 


146.2(6) shall be read as follows: 
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(a) is a payment to the taxpayer and is used by him in the year 
or within 60 days after the end of the year’to acquire 
(1) his owner-occupied home, or 


(ii) home furnishings for the owner-occupied home re- 
ferred to in subparagraph w or the owner-occupied home 
of his spouse;. 


(6.1) [Repealed under former Act] 


Pre-RSC. History: Subsec. 146.2(6.1) repealed by 1986, c. 6, 
subsec. 82(5), applicable to 1986 et seg. Subsec. 146.2(6.1) for- 
merly read: 


(6.1)' Deduction in computing income — Where, by virtue 
of subsection (6), an amount has been included in computing 
the income of a taxpayer for a particular taxation year, there 


S. 146.2(6.1) 


may be deducted in computing the income of the taxpayer for 
the taxation year that is one of the 3 taxation years next suc- 
ceeding the particular taxation year and in which his owner- 
occupied home is acquired, the lesser of 


(a) the aggregate of all amounts each of which is an 
amount that was used by him in the particular taxation 
year or in any taxation year subsequent to the particular 
taxation year that is not subsequent to the taxation year to 
acquire his owner-occupied home, and 


(b) the amount, if any, by which the amount so included 
in computing his income exceeds the portion thereof in 
respect of which an amount has been deducted pursuant 
to paragraph 60G) or subsection 61(1) in computing the 
taxpayer's income for the particular taxation year, 


except that no amount may be deducted by the taxpayer for a 
year under this subsection if an amount has been deducted 
under this subsection in computing his income for any pre- 
ceding taxation: year. 


Para. 146.2(6.1)(b) substituted and the portion following added by 
1979, c. 5, subsec. 48(1), applicable to 1978 et seg. Para. 
146.2(6.1)(b) formerly read: 


(b) the amount, if any, by which the amount so included in 
computing his income exceeds the portion thereof in respect 
of which an amount has been deducted pursuant to paragraph 
60() or subsection 61(1) in computing the taxpayer’s income 
for the particular taxation year. 


Subsec. 146.2(6.1) added by 1977-78, c..1, subsec. 73(3), applicable 
to payments out of a registered home ownership savings plan that 
were included in computing a taxpayer’s income for the 1975 or any 
subsequent taxation year. 


(7), (7.1), (8) [Repealed under former Act] 


Pre-RSC History: Subsecs. 146.2(7), (7.1), (8) repealed by 1986, 
c. 6, subsec. 82(6), applicable with respect to revocations that are 
effective as of any date after May 22, 1985. Subsecs. 146.2(7), 
(7.1), (8) formerly read: 


(7) Revocation — Where at any time after a home owner- 
ship savings plan has been accepted for Aas ghiaete for the 
purposes of this Act 


(a) a taxpayer makes a contribution in respect of the plan 
for a taxation year in excess of the amount deductible by 
him under subsection (4) and the excess, together with 
any interest, profits or gains attributable thereto, has not 
been refunded to the taxpayer out of the plan within 120 
days after the end of the year, 


(b) the Minister is satisfied that the requirements of sub- 
section (2) were not complied with at the time the plan 
was registered or that the plan subsequently failed to 
meet the requirements of paragraph (2)(a), (b), (c), (d) or 
(i), or 


(c) the Minister is. satisfied that, in respect of the registra-_ 
tion of a second plan, the provisions of subsection (17) 
were not complied with, 


the Minister may, where paragraph (a). applies, revoke the re- 
gistration of the plan as of any date following the day that is 
120 days after the end of the year, or where paragraph (b) or 
(c) applies, revoke the registration of the plan referred to 
therein as of any day and he shall thereafter give notice of his 
action by registered mail to the trust or depositary, as the case 
may be, and to the beneficiary. 


(7.1) ldem — Where on any day after June 30, 1982 a benefit 
or loan is extended or continues to be extended as a conse- 
quence of the existence of a registered home ownership sav- 
ings plan and that benefit or loan would be prohibited if the’ 
plan met the requirement for registration contained in para- 
graph (2)(h.1), the Minister may revoke the registration of the 
plan as of that or any subsequent day that is specified by the 
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Minister in a notice given by registered mail to the trust or 
depositary, as the case maybe, and to the beneficiary. 


(8) Deemed realization on revocation by Minister = 
Where at any time the Minister revokes the registration of.a 
registered home ownership savings plan pursuant to subsec- 
tion (7) or (7.1), the beneficiary shall be deemed at that time 
to have received as a beneficiary out of or under a registered 
home ownership savings plan an amount equal to the fair 
market value at that time of all the property of the plan and, 
notwithstanding subsection (6), no amount may be deducted 
in computing his income in respect of any amounts. used to 
purchase an owner-occupied home. 


Subsec. 146.2(7.1) added and subsec. 146.2(8) substituted by 1980- 
81-82-83, c. 140, subsec. 99(2), to add a reference to subsec. (7.1). 


Subsec. 146.2(8) substituted by 1980-8 1-82-83, c. 40, subsec. 97(7), 
in force December 1, 1980: Subsec: 146.2(8) formerly read: 


(8) Where at any time the Minister revokes the registration of 

“a registered home ownership savings plan pursuant to subsec- 
tion (7), the beneficiary shall be deemed at that time to have 
received from a trust governed by a registered home owner- 
ship savings plan'an amount equal to the fair market value at 
that time of all the property of the trust and, notwithstanding 
subsection (6), no amount may be deducted in computing his 
income in respect of any amounts used to purchase an owner- 
occupied home or home furnishings. 


Para. 146.2(7)(a) and all that portion of subsec. 146,2(7) following 
para. (c) substituted by 1980-8 1-82-83,-c. 40, subsecs. 97(5), (6), in 
force December 1, 1980. Para. 146.2(7)(a) and that portion formerly 
read: 


(a) a taxpayer makes a contribution in respect of the plan 
for a taxation year in excess of the amount deductible by 
him under subsection.(4) and the excess, together with 
any interest, profits. or gains attributable thereto, has not 
been refunded to the taxpayer by the trustee of a trust 
governed by the plan within 120 days after the end of the 
year, 


the Minister may, where paragraph (a) applies, revoke the re- 
gistration of the plan as of any date following the day that is 
120 days after the end of the year, or where paragraph (b) or 
(c) applies, revoke the registration of the plan referred to 
therein as of any day and he shall thereafter give notice of his 
action by registered mail to the trustee and to. the beneficiary. 


Para. 146.2(7)(b) substituted by 1977-78, c. 1, subsec. 73(4), appli- 
cable after March 31, 1977. Para. 146.2(7)(b) formerly. read: 


(b) the Minister is satisfied that the plan failed to comply with 
the requirements of subsection (2). at the time it was. regis- 
tered, or 


Subsec. 146.2(7) substituted by 1976-77, c: 4, s. 57,-applicable to 
1976 et seg. Subsec. 146.2(7) formerly, read: 


(7) Where at any time after a home ownership savings plan 
has been accepted for registration for the purposes of this Act 


(a) a taxpayer makes a contribution in respect of the plan 
for a taxation year in excess of the amount deductible by 
him under subsection (4) and the excess, together with 
any interest, profits or gains attributable thereto, has not 
been refunded to the taxpayer by the trustee ofa trust 
governed by the plan within 120 days after the end of the 
year, or 


(b) the Minister is satisfied that the plan failed to comply 
with the requirements of subsection (2) at the time it was 
registered, 


the Minister may, where paragraph (a) applies, revoke the re- 
gistration of the plan as of any date following the day. that is 
120 days after the end of the. year, or where. paragraph (b) 
applies, revoke the registration of the plan as of any day and 
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he; shall thereafter-give notice-of his action, by registered: mail 
to, the trustee and to the beneficiary. 


(8.1) [Repealed under former Act] 


Pre-RSC History: Subsec. 146.2(8.1) repealed by 1986, c. 6, 
subsec. 82(7), applicable to 1986 et seg. Subsec. 146.2(8.1) for- 


merly read: 


(8.1) Rules applicable to certain taxation years after 
RHOSP entered into — In respect of'a particular taxation 
year of a beneficiary under a registered home ownership sav- 
ings plan that is the 21st taxation year of the beneficiary after 
his taxation year in which the plan was entered into, and in 
respect of taxation years subsequent thereto, the following 
rules apply: 


(a) the beneficiary shall be deemed to have received as a 
beneficiary i in the particular taxation year, out of or under 
a registered home ownership savings plan, an amount 
equal to. the fair market value of all the property of the 
plan as at the end of the immediately preceding taxation 
year; 


(b) norwithstandibe subsections’ 6) and 6 1), no amount 
may be deducted in computing the beneficiary’s income 
in respect of any amounts used to acquire an owner-occu- 
pied home. in the particular taxation year or any subse- 
quent taxation year; and, 


(c) for the particular taxation year and all taxation years 
subsequent to, that year, the plan shall be deemed for the 


purposes. of this Act not to be a registered home owner- 


ship savings plan. 


Para. 146.2(8.1)(a) substituted by 1980-81-82-83, c. 40, subsec. 
97(8), in force December 1, 1980. Para. 146.2(8.1)(a) formerly read: 


(a) the beneficiary shall be deemed to have received in the 
particular taxation year, froma trust governed by a registered 
home ownership savings plan, an amount equal to the. fair 
market value of all the property of the trust as at the end of 
the immediately preceding taxation year; 


Subsec. 146:2(8:1) added by, 1977-78, c. 1, Be 73(5). 
(9), (10) [Repealed under former Act] 


Pre-RSC History: Subsecs..146.2(9), (10) repealed by 1986, c. 6, 
subsec. 82(8), applicable with respect to deaths, occurring after, May 


22, 1985. Subsecs. 146.2(9), (10) formerly read: 


(9) Deemed realization on death —In the event of the 
death of a beneficiary, he shall; subject to subsection (10), be 
deemed to have received asa: beneficiary out of or under a 
registered home ownership savings plan immediately before 
his death an amount equal to the fair market value at that time 
of all the property of the plan of which he was, the 
beneficiary. 


_(140) Deemed receipt from plan — Where on the death of a 
beneficiary as a consequence thereof the spouse. of the benefi- 
ciary becomes entitled to receive a single payment out of or 

-under a registered home ownership savings. plan and the 
spouse receives that payment within 15 months after, the 
death of the beneficiary, that payment shall for the purposes 
of subsection (6), be deemed to be an amount received by the 
spouse as a beneficiary out of or under a registered home 


ownership savings plan and no amount in respect of that pay- — 


-ment shallibe deemed to have been received by the deceased 
beneficiary immediately before his death. 


Subsecs. 146.2(9), (10) substituted by 1980-81-82-83, c. 40, subsec. 
97(9), in foree December 1, 1980. Subsecs. 146.2(9), (10) formerly 


read: 


(9) In the event of the death of a bebetioian? an amount equal 
to the fair market value at that time of all the property of the 
trust governed by a registered home ownership savings. plan 
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of which he was the beneficiary- shall; (subject:to. subsection 


(10)), be deemed to have been received by him immediately 


before his death from a trust governed by, the plan, 


(10) Where on the death of a. beneficiary. and as a conse- 
quence thereof the spouse of the beneficiary becomes entitled 
to receive a single payment from a trust governed: by. a regis- 


_ tered home ownership savings plan and the spouse receives 


that payment within 15 months after the death of the benefici- 
ary, that payment shall, for the purposes of subsection (6), be 
deemed to be an amount received by the spouse from a trust 
governed by a registered home ownership savings plan and 
no amount in respect of that payment shall be deemed to have 
been received by the deceased beneficiary immediately 
before his death. 


(11)-(21) [Repealed under former Act]. 


Pre-RSC History: Subsecs. 146.2(11) to (21) repealed by 1986, c. 
6, subsec. 82(9), Wade tedas to 1986 et seq. Subsecs: 146/2(11) to 
(21) formerly read: 


(11) Amount received from. revoked plan deemed 
exempt income — For the purpose of paragraph 20(1)(c), 
any amount received by a taxpayer from a registered home 
ownership savings plan or from such a plan the registration of 
which has been revoked by the Minister pursuant to subsec- 
tion (7) shall be deemed to be ‘exempt income. 


(12) Non-qualified investment — Where ina taxation year 
a trust governed by a registered home ownership savings plan 


(a) acquires a non-qualified investment, or 


(b) uses or permits to. be used a Prepay of the trust as 
security fora loan, 


the fair market value of 


(c) the non-qualified investment ‘at the time it was ac- 
quired by the trust, or 


(d) the property used as, security at the time it com- 
menced to be so used. 
as the case may be, shall be included in computing the in- 


come for the year of the taxpayer who. is. the, beneficiary 
under the plan. 


(13) Disposition by trust of non- iaifiied investment — 
Where in a taxation year a trust governed by a registered 
home ownership savings plan disposes of a property that, 
when acquired, was a non-qualified investment, there may be 
deducted in computing the income for the taxation year of the 
taxpayer who is the beneficiary under the plan, an amount 
equal to the lesser of 


(a) the amount that, by virtue of subsection (12), was in- 
cluded in computing the income of that taxpayer in re- 
“spect of the acquisition of that property; and 


(b) the proceeds of disposition of the-property. 


(14) Idem — Where a trust governed by a registered home 
ownership savings plan has acquired a property that is a non- 
qualified investment, 


(a) tax payable under this Part by the trust on the amount 
that its taxable income for the year would be if it had no 
incomes or losses from sources other than the property 
that is a non-qualified investment or no capital gains or 
capital losses other than from the disposition of such 
property, as the:case may. be, and 


(b) for the purposes of paragraph’ (a) 


(i) “income” includes dividends described. in section 
83, and 


(ii) paragraphs 38(a) and (b) shall be read, without 
reference to the words “'!/2 of? where ‘they appear 
therein. 
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(15) Where disposition of property by trust — Where in a 
taxation year a trust governed by a ph tie home owner- 
ship savings plan 


(a) disposes of property for a consideration greater than 
the fair market: value of the property at the time of the 
disposition, or 


(b) acquires property for a consideration less than the fair 
market value of the property at the time of the acquisi- 
tion, or for no consideration, 


the difference between such fair market value and the consid- 
eration, if any, shall be included in computing the income. for 
the taxation year of the beneficiary under the plan. 


(16) Deemed realization — Where in a taxation year a loan 
for which a trust governed. by a registered home ownership 
savings plan has used or permitted to be used trust property as 
security ceases to be extant, and the fair market value of the 
property so used was included by, virtue of subsection (12) in 
computing the income of the taxpayer who is the beneficiary 
under the plan, there may be deducted in computing the in- 
come of the taxpayer for the taxation year an amount equal to 
the amount, if any, remaining when 


(a) the net loss (exclusive of payments by the trust as or 
on account of interest) sustained by the trust in conse- 
quence of its using or permitting to be used the property 
as security for the loan and not as a result of a change in 
the fair market value of the property 


is deducted from 


(b) the amount so included in computing the income of 
the taxpayer in consequence of the trust’s using or per- 
mitting to be used the property as security for the loan. 


(17) Registration of “second plan” — Where a beneficiary 
under a registered home ownership savings plan (in this sec- 
tion referred to as the “first plan”) enters into another ar- 
rangement described in paragraph (1)(d) (in this section re- 
ferred to as the “second plan”), the Minister may, 
notwithstanding paragraphs (2)(f), (g) and (h), register the 
second plan if 


(a) all amounts in the first plan have been paid or trans- 
ferred, on behalf of the beneficiary, to the second plan; 


(b) the second plan complies with the requirements of 
paragraphs (2)(a) to (d) and (i) at the time of the payment 
or transfer; and 


(c) the beneficiary and the trust established under the sec- 
ond plan, or the depositary involved in the second plan, 
as the case may be, are resident in Canada at the time of 
the payment or transfer. 


(18) Transfer of funds — Notwithstanding anything in this 
section, a registered home ownership savings plan may at any 
time be revised or amended to provide for the payment or 
transfer, on behalf of the beneficiary under the plan, of all 
funds thereunder by the corporation with whom the benefici- 
ary has an arrangement described. in paragraph (1)(d) to any 
corporation with whom the beneficiary has such: an arrange- 
ment, and upon such payment or transfer of those funds 


(a) the amount so paid or transferred on behalf >of the 
beneficiary shall not, by reason only of the payment or 
transfer, be included in computing his income under sub- 
section (6); and 


(b) no deduction may be made under subsection (4) or 
section 60 in respect of the amount so paid or transferred 
in computing the income of the beneficiary for a taxation 
year. 


(19) Idem — For the purposes of subsections (4) and (8.1) 
and paragraph (7)(a), the first plan of a particular beneficiary, 
his second plan and any subsequent such’ second plans are 
deemed to be one plan. 
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(20) Where amount credited or added deemed not re- 
ceived — Where an amount is credited or added to a deposit 
with a depositary referred to in subparagraph (1)(d)(ii) as in- 
terest or income in respect of the deposit, and where 


(a) the deposit is a registered home ownership savings 
plan at the time the amount is credited or added to. the 
deposit, and 


(b) the beneficiary under the plan is alive at the time the 
amount is credited or added, - 


the amount shall be deemed not to be received by the benefi- 
ciary by reason only of such crediting or adding. 


(21) Payment other than single payment — Notwithstand- 
ing anything in this section, where 


(a) at any time after April 19, 1983 and before 1984 an 
individual receives a payment as a beneficiary out of or 
_ under a registered home ownership savings plan, 


(b) the: individual was the beneficiary under such a plan 
on April 19, 1983, and 


(c) the individual uses an amount equal to the payment to 
purchase on or before February 29, 1984 new home fur- 
nishings for his use in Canada, 


the Minister shall not revoke the plan pursuant to paragraph 
(7)(b) by reason only that such payment was made out of or 
under the plan to the individual. 


Subséc. 146.2(21) added by 1984, c. 1, subsec. 81(6). 


Para. 146.2(17)(c) substituted by 1980-81-82-83, c. 40, subsec. 
97(10), in force December 1, 1980. Para. 146.2(17)(c) formerly 
read: 


(c) the beneficiary and the trust established under the second 
plan are resident in Canada at the time of the payment or 
transfer. 


Subsec. 146.2(20) added by 1980-81-82-83, c. 40, subsec. ines 
in force December 1; 1980. 


All that portion of subsec. 146.2(12) following para: (b) substituted 
by 1979, c. 5, subsec. 48(2), applicable in respect of property ac- 
quired or used as security after November 16, 1978. That portion 
formerly read: 


the cost to the trust of the non-qualified investment or the fair 
market value at the time the property is used as security of the 
property so used, as the case may be, shall be included in 
computing the income for the year of the taxpayer who is the 
beneficiary under. the plan. 


All that portion of subsec. 146.2(18) preceding para. (a) substituted 
by 1979, c. 5, subsec. 48(3), to substitute “any” corporation for “‘an- 
other” corporation. 


Subsec. 146.2(13) substituted by 1977- 78, c. 1, subsec. 73(6). Sub- 
sec. 146.2(13) formerly read: 


(13) Where in a taxation year a trust governed by a registered 
home ownership savings plan disposes of a non-qualified in- 
vestment, the cost of which was included by virtue of subsec- 
tion (12) in computing the income of the taxpayer who is the 
beneficiary under the plan, there may be deducted in comput- 
ing the income of the taxpayer for the taxation year an 
amount equal to the lesser of 


(a) the cost so included in computing the taxpayer’s in- 
co. e; and 
(b) the proceeds of disposition of the non-qualified 
investment. 


All that portion of subsec. 146.2(14) preceding para. (a) substituted 
by 1977-78, c. 1, subsec. 73(6). That portion formerly read: 


(14) Where a trust has acquired a property that is a non- ait 
fied investment, 


Subsec. 146.2(19) substituted by 1977-78, c. 1, subsec. 73(7), to add 
reference to subsec. (8.1). 
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Subsecs. 146.2(17)—(19) added by 1976-77, c..4, s. 57, applicable to 
1976 et seq. 


(22) Contributions to R.H.O.S.P. after May 22, 
1985 — There shall be included in computing the 
income of a taxpayer for the 1985 taxation year an 
amount equal to that portion of the income of a reg- 
istered home ownership savings plan, under which 
the taxpayer is a beneficiary, that can reasonably be 
considered to have accrued to the end of 1985, to 
have become receivable or to have been received 
before the end of 1985, and to be attributable to 
amounts contributed after May 22, 1985 to or under 
the plan. 


Pre-RSC History: Subsec. 146.2(22) added by 1986, c. 6, subsec. 
82(10), applicable to the 1985 taxation year. 


(23) Application of subsec. 146.2(1) of R.S.C., 
1952, c. 148 — The definitions in subsection 
146.2(1) of the Income Tax Act, chapter 148. of the 
Revised Statutes of Canada, 1952, as it read in its 
application to the 1985 taxation year, apply to sub- 
section (22). 

Origin of subsec. 146.2(23): R.S.C. 1985, c. 1 (Sth Supp.). 
1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised. Statutes of Canada, 1952”). 


Pre-RSC History [s. 146.2]: S. 146.2 added by 1974-75-76, c. 
26, s. 100, applicable to 1974 et seq. except that in its application to 
the 1974 taxation year the references therein to “60 days” shall be 
read as “90 days” and where a contribution is made to a registered 
home ownership savings plan before April 1, 1975, the plan shall be 
deemed to have been registered on January 1, 1975 and the contri- 
bution shall be deemed to have been made on that date. 


Registered Retirement Income Funds 


146.3 (1) Definitions — In this section, 


“annuitant” under a retirement income fund at any 
time means 


(a) the first individual to whom the carrier has 
undertaken to make payments described in the 
definition “retirement income fund’ out of or 
under the fund, where the first individual is alive 
at that time, 


(b) after the death of the first individual, a spouse 
(in this paragraph2° referred to as the “surviving 
spouse”) of the first individual to whom the car- 
rier has undertaken to make payments described 
in the definition “retirement income fund” out of 
or under the fund after the death of the first indi- 
vidual, where the surviving spouse is alive at that 
time and the undertaking was made pursuant to 
an election described in that definition of the first 


individual or with the consent of the legal repre- . 


sentative of the first individual, and 


(c) after the death of the surviving spouse, an- 
other spouse of the surviving spouse to whom the 
carrier has undertaken, with the consent of the le- 
gal representative of the surviving spouse, to 


26 Sic. This should read “in this definition”. 
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make payments described in the definition “re- 
tirement income fund” out of or under the fund 
after the death of the surviving spouse, where that 
other spouse is alive at that time; 


Related Provisions: 252(4)(a) — Extended meaning of “spouse” 
and “former spouse”. 


History: The definition “annuitant” in subsec. 146.3(1) amended 
by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 84(1), applicable to 
deaths occurring after 1990. The definition formerly read: 


“annuitant” under a retirement income fund at any particular 
time means the individual to whom the carrier has undertaken 
to make the payments described in the definition “retirement 
income fund” in this subsection out of or under the fund; 


Pre-RSC History: The definition “annuitant” was para. 
146.3(1)(a). 


“carrier” of a retirement income fund means 


(a) a person licensed or otherwise authorized 
under the laws of Canada or a province to carry 
on in Canada an annuities business, 


(b) a corporation licensed or otherwise authorized 
under the laws of Canada or a province to carry 
on in Canada the business of offering to the pub- 
lic its services as trustee, 


(c) a corporation approved by the Governor in 
Council for the purposes of section 146 that is li- 
censed or otherwise authorized under the laws of 
Canada or a province to issue investment con- 
tracts, or 


(d) a person referred to as a depositary in section 
146, 


that has agreed to make payments under a retirement 
income fund to the individual who is the annuitant 
under the fund; 


Pre-RSC History: The definition “carrier” was para. 146.3(1)(b). 


Subpara. 146.3(1)(b)(@v). added by 1980-81-82-83, c. 40, subsec. 
98(1), in force December 1, 1980. See Table of Concordance. 


Forms: T3RIF-G: Registered retirement fund group information 
return; T3RIF-IND: Registered retirement income fund individual 
information return and income tax return. 


‘designated benefit” of an individual in respect of a 
registered retirement income fund means the total of 


(a) such amounts paid out of or under the fund 
after the death of the last annuitant thereunder to 
the legal representative of that annuitant 


(i) as would, had they been paid under the 
fund to the individual, have been refunds of 
premiums (in this paragraph having the mean- 
ing assigned by subsection 146(1)) if the fund 
were a registered retirement savings plan that 
had not matured before the death, and 

(ii) as are designated jointly by the legal rep- 
resentative and) the individual in prescribed 
form filed with the Minister, and 


(b) amounts paid out of or under the fund after 
the death of the last annuitant thereunder to the 
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individual that would be refunds. of premiums 
had the fund been a registered retirement savings 
pian that had not matured before the death; 


Related Provisions: 146.3(6.1) — Designated benefit deemed re- 
ceived; 146.3(6.11) — Transfer of designated -benefit. 


History: The definition “designated benefit” added to subsec. 
146.3(1) by 1994, c. 21, subsec. 71(2), applicable to deaths occur- 
ring after 1992. 


Forms: T1090: Designating an amount received from an RRIF to 
be a designated benefit. 


“minimum amount” under a retirement income 
fund for a year is the amount determined by. the 
formula 


(A x B) +C 
where 


A is the total fair market value of all properties held 
in connection with the fund at the beginning of 
the year (other than annuity contracts held by a 
trust governed by the fund that, at the beginning 
of the year, are not described in paragraph (b.1) 
of the definition “qualified investment’’); 

B is 

(a) where the first annuitant under the fund 
elected in respect of the fund under paragraph 
(b) of the definition “minimum amount” in 
this subsection, as it read before 1992, or 
under subparagraph 146.3(1)(f)\(i) of the In- 
come Tax Act, chapter 148 of the Revised 
Statutes of Canada, 1952, to use the age of an- 
other individual, the prescribed factor for the 
year in respect of the other individual, 


(b) where paragraph (a) does not apply and 
the first annuitant under the fund so elects 
before any payment has been made under the 
fund by the carrier, the prescribed factor for 
the year in respect of an individual who was 
the spouse of the first annuitant at the time of 
the election, and 


(c) in any other case, the prescribed factor for 
the year in respect of the first annuitant under 
the fund, and 


C is, where the fund governs a trust, the total of all 
amounts each of which is 


(a) a periodic payment under an annuity con- 
tract held by the trust at the beginning of the 
year (other than an annuity contract described 
at the beginning of the year in paragraph (b.1) 
of the definition “qualified investment’) that 
is paid to the trust in the year, or 


(b) if the periodic payment under such an an- 
nuity contract is not made to the trust because 
the trust disposed of the right to that payment 
in the year, a reasonable estimate of that pay- 
ment on the assumption that the annuity con- 
tract had been held throughout the year and no 
rights under the contract were disposed of in 
the year; 
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Related Provisions: 146.3(1)“retirement income fund” — Re- 
quirement to withdraw minimum amount annually; 146.3(2)(e.1), 
(e.2) — Requirement for carrier to retain enough property to pay 
out minimum amount; 146.3(5.1)— Amount included in income; 
252(4) — Extended meaning of spouse; Income Tax Conventions 
Interpretation Act 5‘periodic. pension payment’’(c) — Withdrawal 
of more than twice the minimum amount per year is not “periodic”. 


History: The: definition “minimum amount” in subsec. 146. ach) 
amended by 1998, c. 19, subsec. 171(1), applicable 


(a) to 1998 et seg. with respect to 


(i) retirement income funds entered into ‘after February 
1986, and 


(11) retirement income funds entered into pefarts Noack 
1986 and revised or amended after February 1986 and 
before 1998; 


(b) to the year in which a retirement income fund is first revised 
or amended after 1997 and to subsequent years, if the fund was 
entered into before March 1986 and was not revised or 
amended after February 1986 and before 1998; and 


(c) with respect to a retirement income fund that governs a trust 
that, after July 1997, holds a contract for an annuity, to all years 
that begin after. the first day 


(i) that is after July 1997, and 
(11) on which the trust holds such a contract: 
The definition formerly read: 


“minimum amount” under a retirement income fund for the 
year in which the fund is entered into is nil and for each sub- 
sequent year is the product, obtained when ‘the fair market. - 
value of the property held in connection with the fund at the 
beginning of that. subsequent year is multiplied by 


(a) where the first annuitant under the fund elected in re- 
spect of the fund under paragraph (b), as it read before” 
1992, or under subparagraph 146.3(1)(f)(i) of the Income 
Tax Act, chapter 148 of the Revised Statutes of Canada, 
1952, .as it read. before 1986, to use the age, of. another 
individual, the prescribed amount for that subsequent 
year in respect of the other individual, 


(b) where paragraph (a) does not apply and the first annu- 
itant under the fund so elects before any payment -has 
been made under the fund by the carrier, the prescribed 
amount for that subsequent year in respect of an individ- 
ual who was the spouse of the first annuitant at the time 
of the election, or 


(c) in any other case,.the prescribed amount for that sub- 
sequent year in respect of the first annuitant’ under the 
fund; 


The definition “minimum amount’) in subsec. 146.3(1) amended by 
1994, c. 7, Sch. VIII (1993, c. 24), subsec. 84(2), applicable 


(a) to, 1992 et seq. with respect to retirement income funds 
(i) entered into after February 1986, and 


(ii) entered into before March 1986 and revised or amended 
after February 1986 and before 1992; and. - 


~, (b) to the taxation, year in: which a retirement income. faud is 

first revised or, amended after February. 1986 and to subsequent 

_ taxation years, where the fund was entered into before March 

1986.and was not revised or amended after February 1986 and 
before’ 1992. 


However, the amended definition does not apply, for the purposes 
of subsec. 146.3(5.1), prescribed rulés made for the purpose of sub- 
section 153(1) of the Act, and section 5 of the Income Tax Conven- 
tions Interpretation Act, to payments made before 1993. The. defini- 
tion formerly read: 


“minimum amount” under a retirement income fund 


(a) for the year in which the fund was entered into is nil 
and 
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(b) for each subsequent year, the amount determined by 
the formula 


A 


90-B 

where ' 

A is the fair market value of the property held in con- 
nection with the fund at the beginning of the year, . 
and 

Bis 

(i) the number that is, or would be, the age in 


whole years of the annuitant at the beginning of 
the year, or 


(ii) where the annuitant so elects before any pay- 
ment has been made by the carrier of the fund, 
the number that is or would be the age in whole 
years of the annuitant’s spouse at the beginning 
of the year; 


Pre-RSC History: The definition “minimum amount” was para. 
146.3(1)(b.1). 


Para. 146.3(1)(b.1) added by 1986, c. 55, subsec. 57(1), applicable 


(a) for 1986 et seg. with respect to RRIFs entered into after 
February 1986; and 


(b) with respect to each RRIF that was entered into before 
March 1986 and that is revised or amended after February 
1986, for the taxation year in which it is revised or amended, 
and following taxation years. 


Regulations: 7308 (prescribed amount). 


i.T. Application Rules: 69 (meaning of “Jncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. ) 


Information Circulars: 78-18R5: Registered retirement income 
funds. 


“property held” in connection with a retirement in- 
come fund means property held by the carrier of the 
fund, whether held by the carrier as trustee or benefi- 
cial owner thereof, the value of which, or the income 
or loss from which, is relevant'in determining the 
amount for a year payable to the annuitant under the 
fund; 

Pre-RSC History: The definition “property held” was para. 
146,3(1)(c). He . 

Para. 146.3(1)(c) substituted by 1986, c. 55, subsec. 57(2), 
applicable 


(a) for 1986 et seq. with respect to RRIF entered into after Feb- 
ruary 1986; and 

(b) with respect to each RRIF that was entered into before 
March 1986 and that is revised or amended after February 
1986, for the taxation year in which it is revised or amended, 
and the following taxation years. 


Subsec. 146.3(1)(c) formerly read: 


(c) “property held in connection with the arrangement” means 
property held by a carrier of a retirement income fund, 
whether held by the carrier as trustee or beneficial owner 
thereof, 


(i) the value of which, or 
(ii) the income or loss from which 


is relevant in determining the:amount payable in a year to the 
annuitant under the fund; 
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“qualified investment” for a trust governed by a 
registered retirement income fund means 


(a) an investment that would be described in any 
of paragraphs (a), (b), (d) and (f) to’ (h) of the def- 
inition “qualified investment” in section 204 if 
the references in that definition to “a trust gov- 
erned by a deferred profit sharing plan or revoked 
plan” were read. as references to.“a trust governed 
by a registered retirement income fund”, 


(b) a bond, debenture, note or similar obligation 
of a corporation the shares of which are listed on 
a prescribed stock exchange in Canada, 


(b.1) a contract for an annuity issued by a li- 
censed annuities provider where 


(i) the trust is the only person who, disregard- 
ing any subsequent transfer of the contract by 
the trust, is or may become entitled to any an- 
nuity payments under the contract, and 


(ii) the holder of the contract has a right to 
surrender the contract at any time for an 
amount that would, if reasonable sales and ad- 
ministration charges were ignored, approxi- 
mate the value of funds that could otherwise 
be applied to fund future periodic payments 
‘under the contract, 


(b.2) a contract for an annuity issued by a li- 
censed annuities provider where 


(i) annual or more frequent periodic payments 
are or may be made under the contract to the 
holder of the contract, 


(ii) the trust is the only person who, disregard- 
ing any subsequent transfer of the contract by 
the trust, is or may become entitled to any an- 
nuity payments under the contract, 


(iii) neither the time nor the amount of any 
payment under the contract may vary because 
of the length of any life, other than 


(A) if the annuitant under the fund (in this 
paragraph referred to as the “RRIF annui- 
tant’) has made the election referred to. in 
the definition “retirement income fund” in 
respect of the fund and.a spouse, the life of 
the RRIF annuitant or the life of the 
spouse, and 


(B) in any other case, the life of the RRIF 
annuitant, 


(iv) the day on which the periodic payments 
began or are to begin (in this paragraph re- 
ferred to as the “start date’’) is not later than 
the end of the year following the year in 
which the contract was acquired by the trust, 


(v) either 
(A) the periodic payments are payable for 
the life of the RRIF annuitant or the joint 
lives of the RRIF annuitant and the RRIF 


annuitant’s spouse and either there is no 
guaranteed period under the contract or 
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there is a guaranteed period that begins at 
the start date and does not exceed a ‘term 
equal to 90 years minus the lesser of 


(I) the age in whole years. at the start 
date of the RRIF annuitant (determined 
on the assumption that the RRIF annui- 
tant is alive at the start date), and 


(II) the age in whole years at the start 
date of a spouse of the RRIF annuitant 
(determined on the assumption that a 
spouse of the RRIF annuitant -at. the 
time the contract was acquired is a 
spouse of the RRIF annuitant atthe 
start date), or 


(B) the periodic payments a are Bante for 
a term equal to 


(I) 90 years minus the age described in 
subclause (A)(1), or 


(II) 90 years minus the age described in 
subclause (A)(ID), and 


(vi) the periodic payments 
(A) are equal, or 


(B) are not equal solely because of:one or 
more adjustments .that would, if the con- 
tract were an annuity under a retirement 
Savings plan, be in accordance with sub- 
paragraphs 146(3)(b)(ii1) to (v) or that 
arise because of a uniform reduction in the 
entitlement to the periodic payments as a 
consequence of a partial surrender of rights 
to the periodic payments, and. 


(c) such other investments as may be prescribed 
by regulations of the Governor in Council made 
on the recommendation of the Minister of 
Finance; 


Related Provisions: 87(10)— New. share issued-on amalgama- 
tion of public corporation deemed to be listed on prescribed stock 
exchange; 132.2(1)(k) — Where share ceases to be qualified invest- 
ment due to mutual fund reorganization. 


History: Paras. (b.1) and (b.2) added-to the definition “qualified 
investment” in subsec. 146.3(1) by 1998, c. 19, subsec. 171(2), ap- 
plicable after 1996. 


Pre-RSC History: The definition 
para. 146.3(1)(d). 


Para. 146.3(1)(d) substituted by 1980-81-82-83; c.°48, subsec. 
81(1), applicable to. 1981 et seq. Para. 146.3(1)(d) formerly read: 


(d) “qualified investment” for a registered retirement income 
fund means property that would be a qualified investment for 
a registered retirement savings Koel other than property that is 
a life annuity contract: 


“qualified investment” was 


Regulations: 221 (information return by issuer of qualified invest- 
ment); 3200, 3201 (prescribed stock exchanges; but see also ITA 
87(10)); 4900, 4901, 5100-5104 (prescribed investments). 


Information Circulars: 78-18R5: Registered, retirement income 
funds. 


Forms: T3F: Investments prescribed to be qualified or not to be 
foreign property information return, 


“registered retirement income fund” means a re- 
tirement income fund accepted by the Minister for 


| Pre-RSC History: The definition “ 
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registration for the purposes of this: Act and regis- 
tered under the Social Insurance Number of the first 
annuitant under the fund; 


Related Provisions: 18(1)(u) — Investment counselling fees for 
RRSP are non-deductible; 248(1)‘“registered retirement income 
fund” — Definition applies to entire Act. 


Pre-RSC History: The definition “registered retirement income 
fund” was para. 146.3(1)(é). 


Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 


“retirement income fund” means an arrangement 
between a carrier and an annuitant under which, in 
consideration for the transfer to the carrier of prop- 
erty, the, carrier undertakes to pay to,the annuitant 
and, where the annuitant so elects, to the annuitant’s 
spouse after the annuitant’s death, in each year that 
begins not later than the first calendar year after the 
year in which the arrangement was entered into’one 
or more amounts the total of which is not less than 
the minimum amount under the arrangement for the 
year, but the amount of any such payment shall not 
exceed the value of the property held in connection 
with the arrangement immediately before the time of 
the payment. 


Related Provisions: 146.3(1)“minimum amount” — determina- * 
tion of minimum amount to be paid out; 248(1)“retirement income 
fund” — Definition applies to entire Act. 


History: The definition, “retirement income fund”. in subsec. 
146.3(1) substituted by 1994, c. 21, subsec. 71(1), applicable 


(a) to 1992 et seg. with respect.to 


(i) retirement income funds entered into after February 
1986, and 


(ii) retirement income funds entered into before March 
1986 and revised or amended after hist 1986 and 
before 1992; and 


(b) where a retirement income fund was entered into before 
March 1986 and was not revised or ‘amended after February 
1986 and before 1992, to the taxation year in which the fund is 
first revised or amended after Febenary 1986 and to ae 
taxation years. : re 


That definition formerly read: 


“retirement income fund” means’ an arrangement between’ a! 
carrier and an annuitant under which, in consideration for the 
transfer to the carrier of property (including money), the car- 
rier undertakes to pay to the annuitant and, where the annui- 
tant so elects, to the annuitant’ S spouse after the annuitant’s 
death, 


(a) in each year, commencing not later than the first cal- 
endar year after the year in which the arrangement is en- 
tered into, one or more amounts the total of which is not 
less than the minimum amount undery the arrangement for 
a year, but the amount of any such payment shall not ex- 
ceed the value of the property held-in connection withthe . 
arrangement immediately before the time of the payment, 
and 


- (b) at the end of the year in which the last payment under 
the arrangement is, in accordance with the terms and con- 
ditions of the arrangement, required to be made, an 
amount equal to the value of the property, if any, held in 
connection with the arrangement: at that time. 


retirement income fund” was 
para. 146.3(1)(f). ‘ 
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Para. 146.3(1)(f) substituted by 1986, c. 55, 
applicable: 


subsec. 57(3), 


(a) for 1986 et seq. with respect to registered retirement income 
funds entered into after February 1986; and 


(b) with respect to each registered retirement income fund that 
was entered into before March 1986 and that is revised or 
amended after February 1986, for the taxation year in which it 
is revised or amended, et seq. 


Para. 146.3(1)(f) formerly read: 


(f) “retirement income fund” means an arrangement between 
a carrier and an individual under which, in consideration for 
the transfer to the carrier of property (including money), the 
carrier undertakes to pay to the individual and, where the in- 
dividual so elects, to his spouse after his death should he die 
before the arrangement ceases, 


(i) in each year, commencing with the first complete cal- 
endar year after the arrangement is entered into, one or 
more amounts, the aggregate of which is equal to the 
‘amount that would be payable in the year under a single 
premium annuity contract purchased ata cost equal to the 
fair market value of the property held in connection with 
the arrangement at the beginning of the year if | 


(A) the annuity provided for equal, annual payments 
throughout its term, 


(B) the interest rate, if any, used in computing the 
annuity payment were such rate as the annuitant 
designates in respect-of the year, not exceeding 6% 
per annum, and 


(C) the term of the annuity in years were equal to the 
number that is 


(1) the difference between 90 and the number 
that is, or would be, the age in whole years of the 
individual at the beginning of the year, or 


(II) if the individual’s spouse is younger than the 
individual and he so elects before the beginning 
of the first complete calendar year after the ar- 
rangement is entered into, the difference be- 
tween 90 and the number that is, or would be, 
the age in whole years of his spouse at the begin- 
ning of the year, 


but the amount of any such payment shall not exceed the 
value of the property held in connection with the arrange- 
ment immediately before the time of the payment, and 


(ii) at the end of the year in which the last payment under 
the arrangement is, ‘in accordance with the terms and con- 
ditions of the arrangement, required to be made, an 
amount equal to the value of the property, if any, held in 
connection with the arrangement at that time. 


Subpara. 146.3(1)(f)(i) substituted by 1980-81-82-83, c. 140, sub- 
sec. 100(1), applicable to 1982 et seg. Subpara. 146.3(1)(f)(i) for- 
merly read: 


(i) in each year commencing with the first complete calendar 
year after the arrangement is entered into, in one or more pay- 
ments, an amount equal to that proportion of the value of the 
property held in connection with the arrangement at the be- 
ginning of the year that one is of the number that is 


(A) the difference between 90 and the number that is, or’ 
would be, the age in whole years of the individual at the 
beginning of the year, or 


(B) if the individual’s spouse is younger than the individ- 
ual and he so elects before the beginning of the first com- 
plete calendar year after the arrangement is entered into, 
the difference between 90 and the number that is, or 
would be, the age in whole years of his spouse at the be- 
ginning of the year, 


S: 146.3(2)(e) 


but the amount of -any such payment shall not exceed. the 
value of the property held in connection with the arrangement 
immediately before the time of the payment, and ~ 


Interpretation Bulletins: IT-415R2: Deregistration of RRSPs. 


Information Circulars: 78-18R5: Registered retirement. income 
funds. 


(1.1) [Repealed] 


History: Subsec. 146.3(1. 1) repealed by 1994, c. 7, Sch. VIII 
(1993, c. 24), subsec. 84(3), applicable after 1992 [see now subsec. 
252(4)]; and, in-applying the subsec. in 1991 and 1992, the refer- 
ence therein to “minimum amount’shall be read as “““‘annuitant’, 
“minimum, amount”. Subsec. (1.1) formerly read: 


(1.1) Definition of “spouse” — For the purposes of the defi- 

nitions “minimum amount” .and “retirement income fund” in 

subsection (1) paragraph (2)(d), subparagraph (2)(f)(iv), sub- 

section (6) and paragraph (14)(b), “spouse” has the meaning 

assigned by subsection 146(1. 1 
Pre-RSC History: Subsec. 146. 3(1.1) added by 1990, c. 35, sub- 
sec. 14(1), applicable after 1987. 


(2) Acceptance of fund for registration — The 
Minister shall not accept for registration for the pur- 
poses of this Act any retirement income fund of an 
individual unless, in the Minister’s opinion, ake fol- 
lowing conditions are complied with: 


(a) the fund provides that the carrier shall make 
only those payments described in any of 
paragraphs (d) and (e), the definition “retirement 
income fund” in subsection (1) and paragraph 


(14)(b); 
(b) the fund provides that payments thereunder 
may not be assigned in whole or in part; 


(c) where the carrier is a person referred to as a 
depository in section 146, the fund provides that 


(i) the carrier has no right of offset as regards 
the property held in,connection with the fund 
in respect of any debt or obligation owing to 
the carrier, and 


(ii) the property held in connection with the 
fund cannot be pledged, assigned..or in any 
way alienated as security for a loan or for any 
purpose other than that of the making by the 
carrier to the annuitant those payments de- 
scribed in paragraph (a); 
(d) the fund provides that, except where the annu- 
itant’s spouse becomes the, annuitant under the 
fund, the carrier shall, as a consequence of the 
death of the, annuitant, distribute. the property 
held in connection with the fund at the time of the 
annuitant’s death or an amount equal to the value 
of such property at that time; 


(e). the fund: provides that, at the direction of the 
annuitant, the carrier shall transfer all or part of 
the property held in connection with the fund, or 
an amount equal to its value at the time of the 
direction (other than property required to be re- 
tained in accordance with the provision described 
in paragraph (e.1) or (e.2)), together with all in- 
formation necessary for the continuance of the 
fund, to a person who has agreed to’be a carrier 
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of another registered retirement income ie of 
the annuitant; 7 


(e.1) where the fund does not govern a trust or 
the fund governs a trust created before 1998 that 
does not hold an annuity contract as a qualified 
investment for the trust, the fund provides that if 
an annuitant, at any time, directs that the carrier 
transfer all or part of the property held in connec- 
tion with the fund, or an amount equal to its value 
at that time, to a person who has agreed to be a 
carrier of another registered retirement income 
fund of the annuitant, the transferor shall retain 
an amount equal to the lesser of 


(i) the fair market value of such portion of the 
property as would, if the fair market value 
thereof does not decline after the transfer, be 
sufficient to ensure that the minimum amount 
under the fund for the year in which the trans- 
fer is made may be paid to the annuitant in fie 
year, and © : 


(ii) the fair market value of all daria rsicinih 


(e.2) where paragraph (e.1) does not apply, the 
fund provides that if an annuitant, at any. time, di- 
rects that the carrier transfer all or part of the 
property held in connection with the fund, or an 
amount equal to its value at that time, to a person 
who has agreed to be a carrier of another regis- 
tered retirement income fund of the annuitant, the 
transferor shall retain property in the fund suffi- 
cient to ensure that the total of 


(i) all amounts each of which is the fair mar- 
ket value, immediately after the transfer, of a 
property held in connection with the fund that 
is 
(A) property other than an genie con- 
tract, or 


(B) an annuity contract described, immedi- 
ately after the transfer, in paragraph (b.1) 
of the definition “qualified investment” in 
subsection (1), and 


(1i) all amounts each of which is a reasonable 
estimate, as of the time of the transfer, of the 
amount of an annual or more frequent peri- 
odic payment under an annuity contract (other 
than an annuity contract described in clause 
(i)(B)) that the trust may receive after the 
transfer and in the year of the transfer 


is not less than the amount, if any, by which the 
minimum amount under the fund for that year ex- 
ceeds the total of all amounts received out of or 
under the fund before the transfer that are in- 
cluded in computing the income of the annuitant 
under the fund for that year; 


(f) the fund provides that the carrier shall not ac- 
cept property as consideration thereunder other 
than property transferred from 


(i) a registered retirement savings plan under 
which the individual is the annuitant, 


Income Tax Act, Part I 


(11) another registered ‘retirement income fund 
under which the individual is the annuitant, 


(iii) the individual to the extent only that the 
amount of the consideration was an amount 
described in subparagraph 60()(V), 


(iv) a registered retirement income. fund or 
registered retirement savings plan of the indi- 
vidual’s spouse or former spouse under a de- 
cree, order or judgment of a competent tribu- 
nal, or under a written separation agreement, 
relating to a division of property, between. the 
individual and the individual’s, spouse. or for- 
mer spouse in settlement of rights arising out 
of, or on the breakdown of, their marriage, 
(v) a registered pension plan of which the in- 
dividual is a member (within the meaning as- 
signed by subsection 147.1(1)), 


(vi) a registered pension plan in: accordance 
with subsection 147.3(5) or (7), or 


(vii) a provincial pension plan in circum- 
stances to which subsection 146(21) applies; 


(g) the fund requires that no benefit or loan, other 
than _. 


(i)-a benefit the amount of which is required 
to be included in computing the annuitant’s 
- income, 


(ii) an amount referred to in paragraph (5)(a) 
or (b), or 


(iii) the benefit derived from. the provision of 
administrative or investment services in re- 
spect of the fund, 


that is conditional in’ any way on the existence of 
the fund may be extended to the annuitant or to a 
person. with whom the annuitant was not dealing 
at arm’s length; and 


(h), the fund: in all other respects complies with 
regulations of the Governor in Council made on 
the recommendation of the Minister of Finance. 


Related Provisions: 146.3(11)— Change in fund after registra- 
tion; '146:3(14) — Transfers;"172(3) — Appeal from refusal to reg- 
ister; 248(8) —- Occurrences as a consequence of death; 252(4) — 
Extended meaning of “spouse” and “former spouse”: 


History: Para. 146.3(2)(a) amended by 1998, c. 19, subsec. 171(3), 
applicable to taxation’ years that end after November 1991. Para. 
146.3(2)(a) formerly ‘read: 


(a) the fund provides that the carrier shall make only those 
payments described in paragraphs. (d) and (e),; the definition 
“retirement income [fund]” in subsection (1) and paragraph 
(14)(b); 


Para. 146.3(2)(e) and the opening words of para. (e.1) amended, 
para. 146.3(2)(e.:2) added, by the said c. 19, subsecs. 171(4)—-(6), ap- 
plicable to retirement income funds entered into after July 13, 1990 
and, in the: application ‘of para. (e) to retirement income funds en- 
tered into before July 14, 1990, the para. shall be read wiebout refer- 
ence to the words “in prescribed form and manner”. Para. 
146. 3(2)(e) and the opening words of para. (e.1) formerly real: 


(e) the fund provides that, at the direction of the, annuitant, the 
carrier shall, in prescribed form and manner, transfer all or 
part of the property held. in connection. with the fund, or an 
amount equal to its value at the time of such direction (other 
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than property required to be retained in accordance with the 
provision described in paragraph (e.1)), together with all in- 
formation necessary for the continuance of the fund, to any 
person who has agreed to be a carrier of another registered 
retirement income fund of the annuitant; 


(e.1) the fund provides that where an annuitant, at any time, 
directs that the carrier transfer all or part of the property held 
in connection with the fund, or an amount equal to its value at 
that time, to any person who has agreed to be a carrier of 
another registered retirement income fund, as described in 
paragraph (e), the carrier shall retain an amount equal to the 
lesser of 


Subpara. 146.3(2)(f)(vii) added by 1994, c. 21, subsec. 71(3), appli- 
cable after 1991. 


Para. 146.3(2)(d) amended by 1994, c. 7; Sch. VII (1993, ‘c: 24), 
subsec. 84(4), applicable after 1990. Para. (d) formerly read: 


(d) the fund provides that, except where the annuitant’s 
spouse becomes the annuitant under the fund pursuant to the 
terms of the fund or the provisions of the will of the deceased 
annuitant, the carrier shall, as a consequence of the death of 
the annuitant, distribute the property held in connection with 
the fund at the time of death or an amount equal to the value 
of the property at that time;, 


Subpara. 146.3(2)(f)(iv) amended applicable after 1992, and sub- 
paras. (f)(v) and.(vi) added applicable after August 29, 1990, by 
1994, c. 7, Sch. VIII (1993, c. 24), subsecs. 84(5) and (6). Subpara. 
(f)Gv) formerly read: 


(iv) a registered retirement income fund or registered retire- 
ment savings plan of the individual’s spouse or former spouse 
pursuant to a decree, order or judgment of a competent tribu- 
nal or a written separation agreement, relating to. a division of 
property between the individual and the individual’s spouse 
or former spouse in settlement of rights arising out of their 
marriage or other conjugal relationship, on or after the break- 
down of their marriage or other relationship; 


Para. 146.3(2)(e) amended to add “(other than property required ‘to 
be retained in accordance with the provision described in paragraph 
(e.1))”, and para. (e.1) added, by 1994, c.. 7, Sch. If (1991, c. 49), s. 
119, applicable to RIFs entered into after July 13,1990. 


Pre-RSC History: Subpara. 146.3(2)(f)(iv) substituted by 1990, c. 
35, subsec. 14(2), applicable after 1987. Subpara. (2)(\(iv) formerly 
read: . i 


(iv) a registered retirement income fund or registered _retire- 
ment savings plan of his spouse or former spouse pursuant to 
a decree, order or judgment of a competent tribunal or a writ- 
ten separation agreement, relating to a division of property 
between the annuitant and his spouse or former spouse in set- 
tlement of rights arising out of their marriage, on or after the 
breakdown of their marriage; 


Subsec. 146.3(2) substituted by 1986, c. 55, subsec. 57(4), 
applicable 


(a) for 1986 et seq. with respect to registered retirement income 
funds entered into after February 1986; and 


(b) with respect to each registered retirement income fund that 
was entered into before March 1986 and that is revised or 
amended after February 1986, for the taxation year in which it 
is revised or amended, ef seq. 


Subsec. 146.3(2) formerly read: 


(2) Acceptance of fund for registration — The Minister 
shall not accept for registration for the purposes of this Act 
any retirement income fund unless, in his opinion, the follow- 
ing conditions are complied, with: 


(a) the fund provides. that the carrier shall make the pay- 
ments described in paragraph (1)(f) and no other pay- 
ments under the fund; 


S. 146.3(2) 


(b) the fund includes a provision stipulating that, except 
on the death of the annuitant, no payment thereunder is 
capable either in whole or in part of surrender, commuta- 
tion or assignment; 

(b.1) the fund, where the carrier is a person referred to in 
- subparagraph (1)(b)(iv), includes provisions stipulating 
that 


(i) the carrier has no right of offset as regards the 
property held under the fund in connection with any 
debt.or obligation owing to the carrier, and 


(ii) the property held under the fund cannot be 
pledged, assigned or in any way alienated for a loan 
or for any purpose other than that of the making by 
the carrier to the annuitant those payments described 
in paragraph (1)(f); 
(c) the individual is not an annuitant under another regis- 
tered retirement income. fund; 


(d) the fund includes-a provision stipulating that, except 
where the annuitant’s spouse becomes the annuitant 
under the fund pursuant to the terms of the fund or the 
provisions of the will of the deceased annuitant, the car- 
rier shall, as a consequence of the death of the annuitant, 
distribute the property held in connection with the ar- 
rangement at the time of his death or an amount equal to 
the value of such property at that time; 


(e) the fund includes a provision stipulating that, at the 
direction of the annuitant, the carrier shall, in prescribed 
form and manner, transfer all the property held in con- 
nection with the arrangement or an amount equal to its 
value at the time of such direction, together with all in- 
formation necessary for the continuance of the fund, to 
any person who is a Carrier; 


(f) the fund includes a provision stipulating that the car- 
rier shall not accept property as consideration thereunder 
other than property transferred from 


(i) a registered retirement. savings plan under which 
the individual is the annuitant (within the meaning of 
paragraph 146(1)(a)), or 


(41) another registered retirement income fund under 
which the individual is the annuitant; 


(f.1) the fund requires that no benefit or loan, other than 


(1) a benefit the amount of which is required to be 
included in computing the annuitant’s income, 

_ Gi) an amount referred to in paragraph (5)(a) or (b), 
or 
(ili) the benefit derived from the provision of admin- 
istrative or investment services in respect of the fund, 


that is conditional in any way on the existence of the fund 
may be extended to the annuitant or to a person with 
whom he. was not dealing at arm’s length; and 
(g) the fund in all other respects complies with regula- 
tions of the Governor in Council made on the recommen- 
dation of the Minister of Finance. 
Para. 146.3(2)(f.1) added by 1980-81-82-83, c. 140, subsec. 100(2), 
applicable by 1984, c..1, s. 115 (deemed in force on March 30, 
1983), to plans issued after March 1983. 
Para. 146.3(2)(b.1) added by 1980-81-82-83, c..40, subsec. 98(2), in 
force December 1, 1980. 
Para. 146.3(2)(e) substituted by 1979, c. 5, subsec. 49(1), to delete 
“other” from before “person”. 
Interpretation Bulletins: IT-307R3: Spousal registered retire- 
ment savings plans. 
Information Circulars: 78-18R5: Registered retirement income 
funds; 79-8R3: Forms to use to directly transfer funds to or between 
plans, or to purchase an annuity. 
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Forms: T550: Application for registration; T2033: Direct transfer 
under para. 146(16)(a) or 146.3(2)(e). 


(3) No tax while trust governed by fund — Ex- 
cept as provided in subsection (9), no tax is payable 
under this Part by a trust on the taxable income of 
the trust for a taxation year if, throughout the period 
in the year during which the trust was in existence, 
the trust was’ governed by a registered retirement in- 
come fund of an individual, except that if the trust 
has 


(a) borrowed money in the year or has borrowed 
money that it has not repaid before the com- 
mencement of the year, 


(b) received a gift of property (other than a trans- 
fer from a registered retirement savings plan 
under which the individual is the annuitant 
(within the meaning of subsection 146(1)) or a 
transfer from a registered retirement income fund 
under which the individual is the annuitant) 


(i) in the year, or 


(ii) in a preceding year and has not divested 
itself of the property or any property substi- 
tuted therefor before the commencement of 
the year, or 


(c) carried on any business or businesses in the 
year, 


tax is payable under this Part by the trust, 


(d) where paragraph (a) or (b) applies, on its taxa- 
ble income for the year, and 


(e) where neither paragraph (a) nor (b) applies 
and. where paragraph (c) APPLES, on the amount, 
if any, by which 


(i) the amount that its taxable income for the 
year would be if it had no incomes or losses 
from sources other than from the business or 
businesses, as the case may be, 


exceeds 


(i1) such portion of the amount determined 
under subparagraph (i) in respect of the trust 
for the year as can reasonably be considered 
to be income from, or from the disposition of, 
qualified investments for the trust. 


Related Provisions: 146.3(3.1)— Exception; 146.3(9) — Tax 
on income from non-qualified investments; 146.3(15) — Amount 
earned on RRIF deposit account not taxable to annuitant; 
149(1)(x) — RRIF exempt from, tax; 206(2) — Part XI tax on ex- 
cess holdings of foreign property; 207.1(4) — Tax payable by RRIF 
on non-qualified investments; 248(5) — Substituted property; Can- 
ada-U.S. tax treaty, Art. XVIII:5 — Deferral of income accruing in 
retirement plan. 


History: Para. 146.3(3)(e) substituted by 1994, c. 21, subsec. 71(4), 
applicable to 1993 et seq. That para. formerly read: 


(e) where neither paragraph (a) nor (b) applies and where par- 
agraph (c) applies, on the amount that its taxable income for 
the year would be if it had no incomes or losses from sourcés 
other than from the business or businesses, as the case may 
be. 


Information Circulars: 78-18R5: Registered retirement income 
funds. 


Income Tax Act, Part I 


(3.1) Exception — Notwithstanding subsection (3), 
if the last annuitant under a registered retirement in- 
come fund has died, tax is payable under this Part by 
the trust governed by the fund on its taxable income 
for each year after the year following the year in 
which the last annuitant under the fund died. 


Related Provisions: 104(6)(a.2) — Deduction for amounts paid 
out to beneficiaries. 


History: Subsec. 146.3(3.1) substituted by 1994, c. 21, subsec. 
71(5), applicable to 1993 et seq. That subsec. formerly read: ' 


(3.1) Exception — Notwithstanding subsection (3), if the last 
annuitant under a registered retirement income fund has died, 
tax is payable under this Part by the trust governed by the 
fund on its taxable income for each year after the year of the 
annuitant’s death. 


Pre-RSC History: Subsec. 146.3(3.1) added by 1979, c. 5, subsec. 
49(2), applicable to.1979 et seq. 


(4) Disposition or acquisition of braaeseRy by 
trust — Where at any time in a taxation year a trust 
governed by a registered retirement income fund 


(a) disposes of property for a consideration less 
than the fair market value of the property at the 
time of the disposition, or for no consideration, or 


(b) acquires property for a consideration greater 
than the fair market value of the property at the - 
time of the acquisition, 


2 times the difference between that fair market value 
and the consideration, if any, shall be included in 
computing the income for the taxation year of the 
taxpayer who is the annuitant under the fund at that 
time. 


Related Provisions: 212(1)(q), 214(3)(3) —,Non-tesident with- 
holding tax. 


Regulations: 215(3) (information ‘return). 


Information Circulars: 78-18R5: Registered retirement income 
funds. 


(5) Benefits taxable — There shall be included in 
computing the income of a taxpayer for. a taxation 
year all amounts received by the taxpayer in the year 
out of or under a registered retirement.income fund 
other than the portion thereof that can reasonably be 
regarded as 


(a) part of the amount included in computing the 
income of another taxpayer by virtue of subsec- 
tions (6) and (6.2); or 


(b) an amount received in respect of. the income 
of the trust under the fund for a taxation. year for 
which the trust was not exempt from tax by virtue 
of subsection (3.1), 


(c) an amount that relates to interest, or to another 
amount included in computing income otherwise 
than because of this section, and that would, if 
the fund were a registered retirement. savings 
plan, be a tax-paid amount (within the meaning 
assigned by paragraph (b) of the definition “tax- 
paid amount” in subsection 146(1)). 

Related Provisions: 56(1)(t)— Income from RRIF; 60(1) — 


Transfer of refund of premium under RRSP; 146.3(15) == Amount 
earned in RRIF deposit account not taxable; 147.3(13.1)— With- 
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drawal of excessive transfers to RRSPs and RRIFs; 153(1)() 
Withholding of taxon RRIF payments; 160:2(2)— Joint and sev- 
eral liability where non-annuitant receives amount from RRIF; 
212(1)(q) — Withholding tax on RRIF payment to non-resident; 
Canada-U.S. tax treaty, Art. XVIII:7 — Deferral oh income accru- 
ing in retirement plan. 


History: Para. 146.3(5)(c).added by 1998, ¢. 19, subsec. 171(7), 
applicable to deaths that occur after 1992. 


Pre-RSC History: Subsec. 146.3(5) suubisrtratet by 1979,:1c.°5, 
subsec. 49(3), applicable after June 29, 1978: Subsec. 146.3(5) for- 
merly read: 


(5) There shall be included in computing the income of a tax- 
payer for a taxation year all.amounts received by him in the 
year out of or under a registered retirement income fund. 


Regulations: 215(2) (information return). 


Information Circulars: 78-18R5: Registered retirement income 
funds. 


Forms: See at end of s. 146.3. 


(5.1) Amount included in income — Where at 
any time in a taxation year a particular amount in re- 
spect of a registered retirement income fund that is a 
spousal plan (within the meaning assigned by sub- 
section 146(1)) in relation to a taxpayer is required 
to be included in the income of the taxpayer’s spouse 
and the taxpayer is not living separate and apart from 
the taxpayer’s spouse at that time by reason of the 
breakdown of their marriage, there shall be included 
at that time in computing the taxpayer’s income for 
the year an amount equal to the least of 


(a) the total of all amounts each of which is a pre- 
mium (within the meaning assigned by subsec- 
tion 146(1)) paid by the taxpayer in the year or in 
one of the two immediately preceding taxation 
years to a registered retirement savings plan 
under which the taxpayer’s spouse was the annui- 
tant (within the meaning assigned by subsection 
146(1)). at the time the premium was paid, 


(b) the particular amount, and 
(c) the amount, if any, by which 


(i) the total of all amounts each of which is an 
amount in respect of the fund that is required, 
in the year and at or before that time, to be 
included in the income of the taxpayer’s 
spouse 


exceeds 


(ii) the minimum amount under the fund for 
the year. 


Related Provisions: 60(1) — Transfer of refund of premiums 
under RRSP; 60(j.2) — Transfer to spousal RRSP; 146(8.21) — 
Premium deemed not paid; 146(8.3) — Spousal RRSP payments; 
146(8.6) — RRSP — Spouse’s income; 146.3(5:.4) — Spouse’s in- 
come; 146.3(5.5)— Application of subsec. (5.1); 147.3(13.1) — 
Withdrawal of excessive transfers to RRSPs and. RRIFs; 
252(4)(a) — Extended meaning of “spouse”’. 


Pre-RSC History: Subsec. 146.3(5.1) substituted by 1990, c. 35, 
subsec. 14(3), applicable to 1989 et seg. except that in its applica- 
tion to the 1989 and 1990 taxation a the subsec. shall be read as 
follows: 


(5.1) Where at any time in a taxation year a particular 
amount, in respect of a registered retirement income fund that 
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received property from a registered retirement savings plan to. 
which a premium deductible under paragraph 60(j.2) or sub- 
section 146(5.1) has been paid, is required to be included in 
the income ‘of the taxpayer’s spouse, except where the tax- 

payer is living separate and apart from the taxpayer’s spouse 
at that time by reason of the breakdown of their marriage; all 
premiums paid by the taxpayer in the year or in one. of the 
two immediately preceding taxation years to the extent that 
they were deductible under paragraph 60(j.2) or subsection 
146(5.1) in computing the taxpayer’s income for a year shall 
be included at that time in computing the taxpayer’s income 
for the year to the extent that the aggregate of the particular 
amounts paid in the year exceeds the minimum amount under 
the fund for the year. 


Subsec. (5.1) formerly read: 


(5.1) Amount included in income — Where at.any time in a 
taxation year a particular amount in respect of a registered 
retirement income fund, that received property from a regis- 
tered retirement savings plan to which a premium deductible 
under subsection 146(5.1) has been paid, is required to be in- 

cluded in the income of the taxpayer’s spouse, except where 
the taxpayer is living separate and apart from his spouse at 
that time by reason of the breakdown of their marriage, all 
premiums paid by the taxpayer in the year or in one of the 
two immediately preceding taxation years to the extent that 
they were deductible under subsection. 146(5.1),in computing 
his income for a year shall be included at that time in comput- 
ing the taxpayer's income for the year to the extent that the 
aggregate of the particular amounts paid in the year exceeds 
the minimum amount under the fund for the year. 


1994, c. 7, Sch. VIII (1993,.c. 24), subsec. 84(10), provides that the 
amended definition of “minimum amount” in subsec. 146.3(1) does 
not apply for the purposes of subsec. 146.3(5.1) to payments made 
before 1993. 


See also after subsec. 146.3(5.5). 


Interpretation Bulletins: IT-307R3: Spousal registered retire- 
ment savings plans; IT-124R6: Contributions to registered retire- 


_ ment savings plans. 


Forms: T2205: Calculation of amounts from a spousal RRSP or 
RRIF to be included in income. 


(5.2) [Repealed under former Act] 


Pre-RSC History: Subsec. 146.3(5.2) repealed by 1990, c. 35, 
subsec. 14(4), PPP EROS to 1991 et seg. Subsec. (5.2) formerly 
read: 


(5.2) Interpretation — A registered retirement income fund 
to ‘which a payment or transfer has been made from a regis- 
tered retirement income fund described in ‘subsection (5.1) 
shall be deemed to be a,fund described in subsection (5.1). 


See also after subsec: 146.3(5.5). 


(5.3) Ordering — Where a taxpayer has paid more 
than one premium described in subsection (5.1), 
such a premium or part thereof paid by the taxpayer 
at any time shall be deemed to have been included in 
computing the taxpayer’s income by virtue of that 
subsection before premiums or parts thereof paid by 
the taxpayer after that time. 


| Pre-RSC History: See after subsec. 146.3(5.5). 


(5.4) Spouse’s income — Where, in respect of an 
amount required at any time in a taxation year to be 
included in computing the income of a taxpayer's 

spouse, all or part of a premium has, by reason of 
subsection (5.1), been included in computing the tax- 


1329 


S. 146.3(5.4) 


payer’s income for the year, the following rules 

apply: 
(a) the premium or part thereof, as the case may 
be, shall, for the purposes of subsections (5.1) 
and 146(8.3) after that time, be deemed not to 
have been a premium paid to a registered retire- 
ment savings plan under which the taxpayer’s 
spouse was the annuitant (within the meaning as- 
signed by subsection 146(1)); and 


(b) an amount equal to the premium or part 
thereof, as the case may be, deducted in comput- 
ing the income of the spouse for the year. 


Related Provisions: 146(8. 6) — JESS s income; 252(4)(a) — 
Extended meaning of “spouse”. 


Pre-RSC History: That portion of subsec. 146.3(5.4) preceding 
para. (b) substituted, by 1990, c. 35, subsec. 14(5), applicable to 
1991 et seq. That portion of (5.4) formerly read: 


(5.4) Spouse’s income — Where, in respect of an amount 
received by a taxpayer’s spouse, all or part of a premium has, 
by virtue of subsection (5.1) or 146(8.3), been included at any 
time in computing the taxpayer’s income for a taxation year, 


(a) the premium or part thereof, as the case may be, shall, 
for the purposes of subsection (5.1) or 146(8.3) after that 
time, be deemed not to have been a premium deductible 
by him under subsection 146(5.1), and 


(5.5) Where subsec. (5.1) does not apply — 
Subsection (5.1) does not apply 


(a) in respect of a taxpayer at any time during the 
year in which the taxpayer dies; 


(b) in respect of a taxpayer where either the tax- 
payer or the annuitant is a non-resident at the par- 
ticular time referred to in that subsection; 


(c) to any payment that is received in full or par- 
tial commutation of a registered retirement sav- 
ings plan or a registered retirement income fund 
and in respect of which a deduction was made 
under paragraph 60(1) if, where the deduction was 
in respect of the acquisition of an annuity, the 
terms of the annuity provide that it cannot be 
commuted, and it is not commuted, in whole or in 
part within 3 years after the acquisition; or 


(d) in respect of an amount that is deemed by 
subsection (6) to have been received by an annui- 
tant under a registered retirement income fund 
immediately before the annuitant’s death. 


Pre-RSC History: Para. 146.3(5.5)(d) added by 1990, c. 35, sub- 
sec. 14(6), applicable to 1988 et seq. 


Pre-RSC History [subsecs. 146.3(5.1)-(5.5)]: Subsecs. 
146.3(5.1) to (5.5) added by 1986, c. 55, subsec. 57(5), applicable 


(a) for 1986 et seg. with respect to RRIFs entered into after 
February 1986; and 


(b) with respect to each RRIF that was entered into before 
March 1986 and that is revised or amended after February 
1986, for the taxation year in which it is revised or amendéd 
and subsequent taxation years. 


(6) Where last annuitant dies — Where the last 
annuitant under a registered retirement income fund 
dies, that annuitant shall be deemed to have received, 
immediately before death, an amount out of or under 
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a registered retirement income fund equal to the fair 
market value of the property of the fund at the time 
of the death. 


Related Provisions: 56(1)(t) — Income. from RRIF; 146(8.8) — 
Parallel rule for RRSPs; 146.3(5.5) — Application of subsec. (5.1); 
146.3(6.2) — Amount deductible; 160.2(2) — Joint and several lia- 
bility for tax owing on payment from RRIF; 212(1)(q), 214(3)q) — 
Non-resident withholding tax; 252(4)(a) — Extended meaning of 
“spouse”; 257 — Formula cannot calculate to less than-zero. 


History: Subsec. 146.3(6) substituted by 1994, c. 21, subsec. 71(6), 

applicable to deaths occurring after 1992. That subsec. formerly 

read: j 
(6) Effect of death where person other than spouse 
becomes entitled — Where the last annuitant under a regis- 
tered retirement income fund dies, the annuitant shall be 
deemed to have received, immediately before the annuitant’s 
death, an amount out of or under a registered retirement in- 
come fund equal to the amount, if any, by which 


(a) the fair market [value] of all the property of the fund 
at the time of death 


exceeds 


(b) the portion thereof that, as a consequence of the 
death, becomes receivable by the annuitant’s spouse. 


Regulations: 215(4) (information return). 


(6.1) Designated benefit deemed received — 
A designated benefit of an individual in respect of a. 
registered retirement income fund that is received by 
the legal representative of the last annuitant under 
the fund shall be deemed 


(a) to be received by the individual out of or 
under the fund at the time it is received by the 
legal representative; and 


(b) except for the purpose of the definition “des- 
ignated benefit” in subsection (1), not to be re- 
ceived out of or under the fund by any. other 
person. 


Related Provisions: 60(1)(v)(B.1) — Rollover of designated ben- 
efits to child or grandchild on death; 212(1)(q), 214(3)G) —.Non- 
resident withholding tax. 


History: Subsec. 146.3(6.1) substituted by 1994, c. 21, subsec. 
71(6), applicable. to deaths occurring after 1992.,That:subsec. for- 
merly read: 


(6.1) Amount deemed received by. child or grandchild as 
a result of death — Such portion-of an amount paid in a 
taxation year out of or under a registered retirement income 
fund after the death of the last annuitant thereunder to the an- 
nuitant’s legal representative as, had that portion been paid 
under the fund to a beneficiary of the deceased’s estate, 
would have been a refund of premiums (within the meaning 
assigned by subsection 146(1)) if the fund were a registered 
retirement savings plan shall, to the extent it is so designated 
jointly by the legal representative and the beneficiary in pre- 
scribed form filed with the Minister, be deemed 


(a) to be received by the beneficiary in the year as a ben- 
efit that is a refund of premiums under a registered retire- 
ment savings plan (within the ! apieargico pie by sub- 
section 146(1)); and 


(b) not to be received out of or under a Leh retire- 
ment income fund. 


(6.11) Transfer of designated benefit — For the 
purpose of subparagraph 60(1)(v), the. eligible 
amount of a particular individual for a taxation year 
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in respect of a registered retirement income fund is 
nil unless the particular individual was 


(a) a spouse of the last annuitant under the fund, 
or 


(b) a child or grandchild of that annuitant who 
was dependent because of physical or mental in- 
firmity on that annuitant, 


in which case the eligible amount shall be deter- 
mined by the formula 


ax fs] 


where 


A is the portion of the designated benefit of the par- 
ticular individual in respect of the fund that is in- 
cluded because of subsection (5) in computing 
the particular individual’s income for the year, 


B is the minimum amount under the fund for the 
year, 


C is the lesser of 


(a) the total amounts included because of sub- 
section (5) in computing the income of an an- 
nuitant under the fund for the year in respect 
of amounts received by the annuitant out of or 
under the fund, and 


(b) the minimum amount under the fund for 
the year, and 


D is the total of all amounts each of which is the 
portion of a designated benefit of an individual in 
respect of the fund that is included because of 
subsection (5) in computing the individual’s in- 
come for the year. 


Related Provisions: 257 — Formula cannot calculate to. less than 
zero. 


History: Subsec. 146.3(6.11) added by 1994, c. 21, subsec. 71(6), 
applicable to deaths occurring after 1992. 


(6.2) Amount deductible — There may be de- 
ducted from the amount deemed by subsection (6) to 
be received by an annuitant out of or under a regis- 
tered retirement income fund an amount not exceed- 
ing the amount determined by the formula 


SIE Shenae) 


Ax [1- 
(B + C) 


where 
A is the total of 


(a) all designated benefits of individuals in re- 
spect of the fund, 


(b) all amounts that would, if the fund were a 
registered retirement savings plan, be tax-paid 
amounts (in this subsection having the mean- 
ing assigned by subsection 146(1)) in respect 
of the fund received by individuals who re- 
ceived, otherwise than because of subsection 
(6.1), designated benefits in respect of the 
fund, and 
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(c) all amounts each of which is an amount 
that would, if the fund were a registered re- 
tirement savings plan, be a tax-paid amount in 
respect of the fund received by the legal repre- 
sentative of the last annuitant under the fund, 
to the extent that the legal representative 
would have been entitled to designate that tax- 
paid amount under paragraph (a) of the defini- 
tion “designated benefit” in subsection (1) if 
tax-paid amounts were not excluded in deter- 
mining refunds of premiums (as defined in 
subsection 146(1)); 


B is the fair market value of the. property of the 
fund at the particular time that is the later of 


(a) the end of the first calendar year that be- 
gins after the death of the annuitant, and 


(b) the time immediately after the last time 
that any designated benefit in respect of the 
fund is received by an individual; 


C is the total of all amounts paid out of or under the 
fund after the death of the last annuitant thereun- 
der and before the particular time; and 


D. is the lesser of 


(a) the fair market value of the property of the 
fund at the time of the death of the last annui- 
tant thereunder, and 


(b) the sum of the values of B and C in respect 
of the fund. 


Related Provisions: 146(8.9) — Parallel rule for RRSPs; 257 — 
Formula cannot calculate to less than zero. 


History: The description of A in subsec. 146.3(6.2) amended by 
1998, c. 19, subsec. 171(8), applicable to deaths that occur after 
1992. The description formerly read: 


A is the total of all designated benefits of individuals in re- 
spect of the fund; 


Subsec. 146.3(6.2) substituted by 1994, c. 21, subsec. 71(6), appli- 
cable to deaths occurring after 1992. That subsec. formerly read: 


(6.2) Amount deductible — There may be deducted from 
the amount deemed by subsection (6) to have been received 
by an annuitant under a registered retirement income fund the 
total of all amounts each of which is 


(a) that portion of an amount paid out of or under the 
fund that is deemed to be received by a beneficiary as a 
benefit that is a refund of premiums pursuant to subsec- 
tion (6.1), or 


(b) an amount paid under the fund to a child or 
grandchild of the annuitant’that would be a refund of pre- 
miums (within the meaning assigned by subsection 
146(1)) had the fund been a registered retirement savings 
plan 
and each amount described in paragraph (b) that is paid to a 
child or grandchild of the deceased shall be deemed to be re- 
ceived by the child or grandchild, as the case may be, as a 
benefit that is a refund of premiums under a registered retire- 
ment savings plan (within the meanings assigned by subsec- 
tion 146(1)) and not to be received out of or under a regis- 
tered retirement income fund. 


Pre-RSC History: Para. 146.3(6.1)(a) and all that portion of sub- 


sec. 146.3(6.2) following para. (b) substituted by 1980-81-82-83, c. 
48, subsecs. 81(2), (3), applicable with respect to amounts received 
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after December 11, 1979. Para. 146.3(6.1)(a) and that portion for- 
merly read: 
(a) to be'received by the beneficiary. in the year as a ben- 
efit, that, is a refund of premiums. (within the meanings 
alain by paragraphs 146(1)(b) and (h)); and 


‘and. all amounts described in paragraph éb) shall. be: deemed 
not to be received out of or under a registered retirement in- 
come. fund. 


Subsec. 146.3(6) albsisutest subsecs. (6.1); (6:2) added, by: 1979, c. 
5, subsec, 49(3), applicable. after June 29, 1978. Subsec. 146.3(6) 
formerly read: 


(6) Where, as a consequence of the death of an individual, a 
person, other than the spouse of the individual, becomes enti- 
tled to-receive an amount out of or under an arrangement that 
was, immediately before the individual’s death, a registered 
retirement income fund of the individual, 


(a) the individual shall be deemed to have received, im- 
mediately before his death, an amount out of or under a 
registered retirement income fund equal to the fair mar- 
ket value at the time of his death of the amount the per- 
son became entitled to receive, and 


(b) the fund shall be deemed, for the purposes of this Act, 
not to be a registered retirement income fund at any time 
after the individual’s death. 


(7) Acquisition of non-qualified investment 
by trust — Where at any time in a taxation year a 
trust governed by a-registered retirement income 
fund . 


(a) acquires an investment that is not a qualified 
investment, or 


(b) uses: or permits to be used a property of the 
trust as security for a loan, 


the fair market value of 


(c) the investment at the time it was acquired by 
the trust, or 


(d) the property used as security at the time it 
commenced to be so used 


as the case may be, shall be included in computing 
the income for the year of the taxpayer who is the 
annuitant under the fund at that time. 

Related Provisions: 146.3(9) — Tax payable where non-quali- 
fied investment acquired; 146.3(10) — Recovery of property used 
as security; 212(1)(q), 214(3)(i) — Non-resident withholding tax; 
259(1) — Election for proportional holdings, in trust property. 
Pre-RSC History: All that portion of subsec. 146.3(7) following 
para. (b) substituted by 1979, c. 5, subsec. 49(4), applicable in re- 
spect of property acquired or used as security after November 16, 
1978. That portion formerly read; , 


the cost to the trust of the investment or the fair market value, 
at the time the property is used as security, of the property so 
used, as the case may be, shall be included in computing the 
income for the year of the taxpayer who is the annuitant 
under the fund at that. time. 


Regulations: 215(3) (information return). 


(8) Disposition of non-qualified invest- 
ment — Where at any time in a taxation year a trust 
governed by a registered retirement income fund dis- 
poses of a property that, when acquired, was-not a 
qualified investment, there may be deducted in com- 
puting the income’ for the taxation year of the tax- 
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payer who is’ the annuitant under ‘the fund at ‘that 
time, an amount equal to the lesser of 


(a) the amount that, by virtue of subsection (7), 
was included in computing the income of a tax- 
payer in respect of the acquisition of that prop- 
erty, and 


(b) the proceeds of diepaNnioa of the property. 


Related Provisions: 259(1) — Election for agai holdings 
in trust property. LET 


Regulations: 215(3) (information return). 


(9) Tax payable where non-qualified 


investment acquired — Where a trust governed 


by a registered retirement income fund has acquired 
a property that is not a qualified investment, 


(a) tax is payable under this Part by the trust on 
the amount that its taxable income for the year 
would be if it had no incomes or losses from 
sources other than the property that is not a quali- 
fied investment or no capital gains or capital 
losses other than from the disposition of that: 
property, as the case may be; and 


(b) for the purposes of paragraph (a), 


(i) “income” includes dividends described in ; 
section 83, and 


(ii) paragraphs 38(a) and (b) shall be read 
without reference to the, fractions set out 
therein. 
Related Provisions: 146. 3(3) No tax while trust governed by 
fund; 146.3(7) — Acquisition of non-qualified investment by trust; 
149(1)(x) — RRIF exemption. 201.7(4) — Tax payable by RRIF on 
non-qualified investments; 259(1) — Election for pa ORE hold- 
ings in trust property. 


Pre-RSC History: Subpara. 146.3(9)(b)(ii) substituted by 1988,-c! 
55, s. 132, applicable to 1988 et seg. Subpara. 146.3(9)(b)(ii) for- 
merly. read: 


(ii) DaIBRS 38(a) and (b) shall be read without create 
to the words “'/ of ” where they appear therein. 


Information Circulars: 78-18R5: Registered retirement income 
funds. 


(10) Recovery of property used as Security —_— 
Where at any time in a taxation year a loan for which 
a trust governed by a registered retirement income 
fund has used or permitted to be used trust property 
as security ceases to be extant, and the fair market 
value of the property so used was included by virtue 
of subsection (7) in computing the income of a tax- 
payer who was the annuitant under the fund, there 
may be deducted in computing the income for a tax- 
ation year of the taxpayer who is at that time the an- 
nuitant, an amount equal to the amount, if any, re- 
maining when 


(a) the net loss (exclusive of ehyments by the 
trust as or on account of interest) sustained by the 
trust in consequence of its using or permitting to 
be used the property as security for the loan and 
not as a result of a change in the fair market value 
of the property 
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is deducted from 


(b) the amount so included in computing the in- 
come of a taxpayer in consequence of the trust’s 
using or permitting to be used the property as se- 
curity for the loan. 


Regulations: 215(3) (information return), 


(11) Change in fund after registration — 
Where, on any day after a retirement income fund 
has been accepted by the Minister for registration for 
the purposes of this Act, the fund is revised: or 
amended or a new fund is substituted therefor, and 
the fund as revised or amended or the new fund sub- 
stituted therefor, as the case may be, (in this subsec- 
tion referred to as the “amended fund’) does not 
comply with the requirements of this section for its 
acceptance by the Minister for registration for the 
purposes of this Act, the following rules apply: 


(a) the amended fund ‘shall be deemed, for the 
purposes of this Act, not to be a registered retire- 
ment income fund; and 


(b) the taxpayer who was the annuitant under the 
fund before it became an aménded fund shall, in 
computing the taxpayer’s income for the taxation 
year that includes that day, include as income re- 
ceived out of the fund at that time an amount 
equal to the fair market value of all the property 
held in connection with the fund immediately 
before that time. 
Related Provisions: 146.3(2) — Requirements for acceptance 
for registration; 146.3(12) — Where arrangement deemed to be new 
fund substituted for RRIF; 146.3(13) — Where fund deemed re- 
vised or amended; 147.3(13.1) —-Withdrawal of excessive transfers 
to RRSPs and RRIFs; 153(1)(1) — Withholdings; 204.2(1.4) — 
Deemed receipt where RRSP or RRIF amended; 212(1)(q), 
214(3)(i) — Non-resident withholding tax. 
Information Circulars: 78-18R5: Registered retirement income 
funds. 


Forms: T2205: Calculation of amounts from a spousal RRSP or 
RRIF to be included in income. 


(12) Idem — For the purposes of subsection (11), an 
arrangement under which a right or obligation under 
a retirement income fund is released or extinguished 
either wholly or in part and either in exchange or 
substitution for any right or obligation, or otherwise 
(other than an arrangement the sole object and legal 
effect of which is to revise or amend the fund) or 
under which payment of any amount by way of loan 
or otherwise is made on the security of a right under 
a retirement income fund, shall be deemed to be a 
new fund substituted for the retirement income fund. 


Regulations: 215(4) (information return). 


(13) idem — Where at any time a benefit or loan is 
extended or continues to be extended as a conse- 
quence of the existence of a registered retirement in- 
come fund and that benefit or loan would be prohib- 
ited if the fund met the requirement for registration 
contained in paragraph (2)(g), for the purposes of 
subsection (11), the fund shall be deemed to have 
been revised or amended at that time so that it fails 
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to meet the requirement for registration contained in 
paragraph (2)(g). 


(14) Transfers — Notwithstanding anything in this 
section, an amount 


(a) transferred as described in paragraph (2)(e), or 


(b) transferred from a registered retirement in- 
come fund of an annuitant to a registered retire- 
ment income fund or registered retirement sav- 
ings plan of the annuitant’s spouse or former 
spouse under a decree, order or judgment of a 
competent tribunal, or under a written separation 
agreement, relating to a division of property be- 
tween the annuitant and the annuitant’s spouse or 
former spouse in settlement of rights arising out 
of, or on the breakdown of, their marriage, 


shall be deemed not to be an amount received by the 
annuitant out of or under a registered retirement in- 
come fund. 


Related Provisions: 146(16)(b) — Transfer of RRSP. on mar- 
riage breakdown; 146.3(2)(c) — Acceptance of fund for registra- 
tion; 252(3), (4) — Extended meaning of “spouse” and “former 
spouse”. - 


History: Para. 146.3(14)(b) amended by 1994, c. 7, Sch. VIII 
(1993, c. 24), subsec. 84(7), applicable after 1992. Para. (b) for- 
merly read: : 


(b) transferred from a registered retirement income fund of an 
annuitant to a registered retirement income fund or a regis- 
tered retirement savings plan of the annuitant’s spouse or for- 
mer spouse pursuant to a decree, order or judgment of a com- 
petent tribunal or a written separation agreement, relating to a 
division. of property between the annuitant and the annuitant’s. 
spouse or former spouse in settlement of rights arising out of 
their marriage or other conjugal relationship, on or after the 
breakdown of their marriage or other relationship, 


Pre-RSC History: Para. 146.3(14)(b): substituted by 1990, c. 35, 
subsec. 14(7), applicable after 1987. Para. (b) formerly read: 


(b) transferred from a registered retirement income fund of an 
annuitant to a registered retirement income. fund or a regis- 
tered retirement savings plan of the annuitant’s spouse or for- 
mer spouse pursuant to a decree, order or judgment of a com- 
petent tribunal or a written separation agreement, relating to a 
division of property between the annuitant and the annuitant’s 
spouse or former spouse in settlement of rights arising out-of 
their marriage or other conjugal relationship, on or after the 
breakdown of their marriage or other relationship, 


Subsecs. 146.3(11) to (14) substituted by 1986, c. 55, subsec. 57(6). 
Subsecs. 146.3(11) to (14) formerly read: 


(11) Revocation of registration — Where at any time after a 
retirement income fund has been accepted for registration for 
the purposes of this. Act the Minister is satisfied that the. re- 
quirements of subsection (2) were not complied with at the 
time the fund was registered or that the fund subsequently 
failed to continue to comply with those requirements, the 
Minister may revoke the registration of the funds as of any 
day and he shall thereafter give notice of his action by regis- 
tered mail to the carrier and to the annuitant. 


(11.1) Idem — Where on any day after June 30, 1982 a bene- 
fit or loan is extended or continues to be extended as a conse- 
quence of the existence of a registered retirement income 
fund and that benefit or loan would be prohibited if the fund 
met the requirement for registration contained in paragraph 
(2)(f.1), the Minister may revoke the registration of the fund 
as of that or any subsequent day that is specified by the Min- 
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ister in a notice given by registered mail to the carrier and to 
the annuitant. 


(12) Deemed realization on revocation — Where at any 
time the Minister revokes the registration of.a registered re- 
tirement income fund pursuant to subsection (11) or (11.1), 
the annuitant shall be deemed at that time to have received 
out of or under a registered retirement income fund an 
amount equal to the fair market value at that time of all prop- 
erty held in connection with the arrangement. 


(13) Where revocation of no force or effect — Where -no- 
tice as described in subsection (11) has been given for failure 
to comply with the requirement of paragraph (2)(c), if, within 
90 days of the giving of that notice, the annuitant satisfies the 
Minister that the requirement has been complied with, the 
revocation of the registration of the fund shall be deemed not 
to have occurred. 

(14) Transfer — Notwithstanding anything in this section, a 
transfer described in paragraph (2)(e) shall be deemed not to 
be an amount received by the annuitant out of or under a reg- 
istered retirement income fund. 


Subsec. 146.3(11.1) added by 1980-81-82-83, c. 140, subsec. 
100(3). 

Subsec. 146.3(12) substituted by 1980-81-82-83, c. “140, subsec. 
100(3), to add a reference to subsec. (11.1). 


Interpretation Bulletins: IT-307R3: Spousal registered: retire- 
ment savings plans; IT-528: Transfers of funds between registered 
plans. : 


Information Circulars: 78-18R5: Registered retirement income 
funds; 79-8R3: Forms to use to directly transfer funds to or between 
plans, or to purchase an annuity. 


Forms: T2033: Direct transfer under para. 146(16)(a) or 
146.3(2)(e); T2220: Transfer between RRSPs or RRIFs on marriage 
breakdown. 


(15) Credited or added amount deemed not 
received — Where 


(a) an amount is credited or added to a deposit 
with a depositary referred to in paragraph (d).of 
the definition “carrier” in subsection (1) as inter- 
est or income in respect of the deposit, 


(b) the deposit is a registered retirement income 
fund at the time the amount is credited or added 
to the deposit, and 


(c) during the calendar year in which the amount 
is credited or added or during the preceding cal- 
endar year, the annuitant under the fund was 
alive, 


the amount shall be deemed not to be received by the 
annuitant or any other person solely because of the 
crediting or adding. 


History: Subsec. 146.3(15) substituted by 1994, c. 21, subsec. 
71(7), applicable to deaths occurring after 1992. That subsec,  for- 
merly read: 


(15) Where amount credited or added deemed not re- 
ceived — Where an amount is credited or added to a deposit 
with a depositary referred to in paragraph (d) of the definition 
“carrier” in subsection (1) as interest or income in respect of 
the deposit, and where 


(a) the deposit is a registered retirement income fund at 
the time the amount is credited or added to the deposit, 
and 


(b) the annuitant under the fund is alive during the year in 
which the amount is credited or added, 
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the amount shall be deemed not to be received: by. the annui- 
tant by reason only of the crediting or adding. 


Pre-RSC History: Subsec. 146.3(15) added by 1980-81-82-83, c. 
40, subsec. 98(3), in force December 1, 1980. 


History [s. 146.3]: S. 146.3 added by 1977-78, c. 32, s. 35. 


Definitions [s. 146.3]: “amount” — 248(1); “annuitant” — 
146.3(1); “annuity” — 248(1); “arm’s length” — 251(1); “benefi- 
cial owner” — 248(3);. “calendar year” — Interpretation Act 
37(1)(a); “capital gain”, “capital loss” — 39(1), 248(1); “carrier” — 
146.3(1); “corporation” — 248(1), Interpretation Act; “deposi- 
tary” — 146(1)“retirement savings plan”(b)(ili), 146.3(1)*car- 
rier’(d); “former spouse” — 252(3), (4)(a); “held” — 146.3(1); “in- 
dividual’, “legal representative” — 248(1); “licensed annuities 
provider” — 147(1), 248(1); “listed” — 87(10); “marriage” — 
252(4)(b); “minimum amount” — 146.3(1); “Minister”, “non-resi- 
dent”, “person”, “prescribed”, “property” — 248(1); “property 
held” — 146.3(1); “province” — Interpretation Act 35(1); “quali- 
fied investment” — 146.3(1); “received” — 146.3(15); “registered 
retirement income fund” — 146.3(1), 248(1); “registered retirement 
savings plan” — 146(1), 248(1); “retirement income fund” — 
146.3(1), 248(1); “separation agreement” — 248(1); “spouse” — 
252(3), (4)(a); “substituted property” — 248(5); “surviving 
spouse” 146.3(1)“annuitant’(b); “taxable income” — 2(2), 
248(1); “taxation year” — 249; “taxpayer” — 248(1); “trust” — 
104(1), 248(1), (3). 


Interpretation Bulletins [s. 146.3]: IT-415R2: Deregistration of 
RRSPs. 


Forms [s. 146.3]: T4RIF Segment; T4RIF Summ: Return of in-_ 
come. out of a registered retirement. income fund; .T4RIF Supp: 
Statement of income from a registered retirement income fund; 
T2033: Direct transfer of RRSP property; T2220: Transfer between 
RRSPs or RRIFs on marriage breakdown. 


Deferred Profit Sharing Plans 


147. (1) Definitions — In this section, 


“deferred profit sharing plan” means a profit shar- 
ing plan accepted by the Minister for registration for 
the purposes of this Act, on application. therefor in 
prescribed manner by a trustee under the plan and an 
employer of employees who are beneficiaries under 
the plan, as complying with the requirements of this 
section; 


Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 


“forfeited amount’, under a deferred profit sharing 
plan or a plan the registration of which has been re- 
voked pursuant to subsection (14) or (14.1), means 
an amount to which a beneficiary under the plan has 
ceased to have any rights, other than the portion 
thereof, if any, that is payable as a consequence of 
the death of the beneficiary to a person who is enti- 
tled thereto by virtue of the participation of the bene- 
ficiary in the plan; 


“licensed annuities provider” means a person li- 
censed or otherwise authorized under the laws of 
Canada or a province to carry on in Canada an annu- 
ities business; 


Related Provisions: 248(1)‘licensed annuities provider” — Def- 
inition applies to entire, Act. 


History: The definition “licensed annuities provider” added to sub- 
sec. 147(1) by 1997, c. 25, subsec. 43(1), applicable after 1991. 
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“profit sharing plan” means an arrangement under 
which payments computed by reference to an em- 
ployer’s profits from the employer’s business, or by 
reference to those profits and the profits, if any, from 
the business of a corporation with which the em- 
ployer does not, deal at arm’s length, are or have 
been made by the employer to a trustee in trust for 
the benefit of AE ae or former employees of that 
employer. 

Related Provisions: 147(16) — Payments out of profits; 
248(1)“deferred profit sharing plan”, “profit sharing plan” — Defi- 
nitions apply to entire Act; 248(8) — Occurrences as a consequence 
of death. " 

Pre-RSC History: Subsec. 147(1) substituted by, 1990, c 
subsec. 15(1), applicable after 1990. Subsec. 147(1) formerly read: 


147. (1) Definitions — In this Act, 


» (a) “deferred profit sharing plan” defined — “deferred 
profit sharing plan” means a profit sharing plan accepted 
by the Minister for registration for the purposes of this 
Act, upon application therefor in prescribed manner by a 
trustee under the plan and an employer of employees who 
are beneficiaries under the plan, as complying with the 
requirements of this. section; and 


(b) “profit sharing plan” — “profit. sharing plan” means 
an arrangement under which payments computed by ref- 
erénce to his profits from his business or by reference to 
his profits from his business and the ‘profits, if any, from 
the business of a corporation. with whom he does not deal 
at arm’s length are or have been,made by an employer to 
a trustee in trust for the benefit of employees of that em- 
ployer or employees of any other employer, whether or 
not payments are or have been also Eee to the trustee by 
the employees. . 


Regulations: 1501 (prescribed manner). 


Interpretation Bulletins: IT-280R: Employees profit sharing 
plans — payments computed by reference to profits. 


Information Circulars: 77-1R4: Deferred profit sharing plans; 
79-8R3: Forms to use to directly transfer funds.to.or between plans, 
or to purchase an annuity. See also list at end of s. 147, 


Forms: T3D: Deferred profit sharing plan or revoked plan informa- 
tion and income tax return. 


(1.1) Participating employer — An employer is 
considered to. participate in a profit sharing plan 
where the employer makes or has made payments 
under the plan to a trustee in trust for the benefit of 
employees or former employees of the employer. 


History: Subsec. 147(1.1) added by 1997, c. 25, subsec. 43(2), ap- 
plicable after 1988. 


(2) Acceptance of plan for registration — The 
Minister shall not accept for registration for the pur- 
poses of this Act any profit sharing plan unless, in 
the Minister’s opinion, it complies with the follow- 
ing conditions: 


(a) the plan provides that each payment made 
under the plan to a trustee in trust for the benefit 
of beneficiaries thereunder is the total of amounts 
each of which is required to be allocated by the 
trustee in the year in which it is received by the 
trustee, to the individual beneficiary in respect of 
whom the amount was so paid; 
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(a:1) the plan includes a stipulation that no contri- 
bution may be made to the plan other than 


(i) a contribution made in accordance with the 
terms of the plan by an employer for the bene- 
fit of the employer’s employees who are bene- 
ficiaries under the plan, or 


(ii) an. amount transferred to the plan in. accor- 
dance with subsection (19); 


(b) the plan does not provide for the payment of 
any amount to an employee or other beneficiary 
thereunder by way of loan; 


-(c) the plan provides that no part of the funds of 
. the trust governed by the plan may be invested in 


notes, bonds, debentures, bankers’ acceptances or 


_ similar obligations of 


(i) an employer by whom payments are made 
in trust to a trustee under the plan for the ben- 
efit of beneficiaries thereunder, or 


(ii) a corporation with whom that employer 
does not deal at arm’s length; 


(d).-the plan provides that no part of the funds of 


the trust governed by the plan may be invested in 
shares of a corporation. at. least 50%. of the prop- 
erty of which consists of notes, bonds, deben- 


tures, bankers’ acceptances or similar obligations 


of an employer or a vormenaon described in par- 
agraph (c); 

(e) the plan includes a provision DAM that 
no right or interest under the plan of an employee 
who is a beneficiary thereunder is capable, either 
in whole or in part, of surrender or assignment; 


(f) the plan includes a provision stipulating that 
each of the trustees under the plan shall be resi- 
dent in Canada; 


(g) the plan provides that, if a corporation li- 
censed or otherwise authorized under the laws of 
Canada or a province to carry on in Canada the 
business of offering to the public its services as 
trustee is not a trustee under the plan, there shall 
be at least 3 trustees under the plan who shall be 
individuals; 

(h) the plan provides that all income received, 
capital gains made and capital losses sustained by 
the trust governed by the plan must be allocated 
to beneficiaries under the plan on or before a day 
90 days after the end of the year in which they 
were received, made or sustained, as the case 
may be, to the extent that they have not been allo- 
cated.in years preceding that year; 


(i) the plan provides that each amount allocated 
or reallocated by a trustee under the plan to a 
beneficiary under the plan vest irrevocably in that 
beneficiary, 


(i) in the case of an amount allocated or real- 
located before 1991, at a time that is not later 
than 5 years after the end of the year in which 
it was allocated or reallocated, unless the ben- 
eficiary becomes, before that time, an individ- 
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ual who is not an employee of any nae es ha 
who participates in the plan, and 


(ii) in the case of any other amount, not later 
than the later of the time of allocation or real- 
location and the day on which the beneficiary 
completes a period of 24 consecutive months 
as a beneficiary under the plan or under any 
other deferred profit sharing plan for which 
the plan can reasonably be considered to have 
been substituted; 


(i.1) the plan requires that each forfeited amount 
under the plan and all earnings of the plan tfea- 
sonably attributable thereto be paid to employers 
who participate in the plan, or be reallocated to 
beneficiaries under the plan, on or before the later 
of December 31, 1991 and December 31 of the 
year immediately following the calendar year in 
which the amount is forfeited, or such later time 
as is permitted in writing by. the Minister under 
subsection (2.2); 


() the plan provides that a trustee under the plan 
inform, in writing, all-new beneficiaries under the 
plan of their rights under the plan; 


(k) the plan provides that, in respect of each ben- 
eficiary under the plan who. has been employed 
by an employer who participates in the plan, all 
amounts vested under the plan in the beneficiary 
become payable 


(1) to the beneficiary, or 


(11) in, the event of the beneficiary’s death, to 
another person designated by the beneficiary 
or to the beneficiary’s estate, 


not later than the earlier of 


(iii) the end of the year in which the benefici- 
ary attains 69 years of age, and 


(iv) 90 days after the earliest of 
(A) the death of the beneficiary, 


(B) the day on which the beneficiary 
ceases to be employed by an employer 
who participates in the plan where, at the 
time of ceasing to be so employed, the 
beneficiary is not employed by another 
employer who participates in the plan, and 


(C) the termination or winding-up of the 
plan, 


except that the plan may provide that, on election 
by the beneficiary, all or any part of the amounts 
payable to the beneficiary may be paid 


(v) in equal instalments payable not less fre- 
quently than annually over a period not ex- 
ceeding 10 years from the day on which the 
amount became payable, or 
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' (vi) by a trustee under the plan toa licensed 
annuities provider to purchase for the benefi- 
ciary an annuity where 


(A) payment of the annuity is to begin not 
later than the end of the year in which the 
beneficiary attains 69 years of age, and 


(B) the guaranteed term, if any, of the an- 
nuity does not exceed 15 years; 


(k.1) the plan requires that no. benefit or loan, 
other than 


(i) a benefit the amount af which is rene 
to be included in computing the RO 9 S 
income, 


(i) an amount referred to in paragraph 
(10)(b), 

(11.1) an amount paid pursuant to or under the 
plan by a trustee under the plan to a licensed 
annuities provider to purchase for a benefici- 
ary under the plan an annuity to which subpar- 
agraph (k)(vi) applies, 


(iii) a benefit derived from an allocation or re- 
allocation referred to in subsection (2), or 


(iv) the benefit derived from the provision of . 
administrative or investment services in re- 
spect of the plan, 


that is conditional in any way on the existence of 
the plan may be extended to a beneficiary there- 
under or to a person with whom the beneficiary 
was not dealing at arm’s length; 


(k.2) the plan provides that no individual whois 
(i) a person related to the employer, 


(ii) a person who is, or is related to, a speci- 
fied shareholder of the employer or of a cor- 
poration related to the employer, 


(iii) where the employer is a partnership, a 
person related to a member of the partnership, 
or 


(iv) where the employer is a trust, a person 
who is, or is related to, a beneficiary under the 
trust 


may become a beneficiary under the plan; and 


(1) the plan, in all other respects, complies with 
regulations of the Governor in Council made on 
the recommendation of the Minister of Finance. 


Related Provisions: 56(1)(d.2)(iii) — Income from annuity pur- 
chased with plan funds is taxable; 146(5.21)(b) — Anti-avoidance; 
147(1.1) — Meaning of “participates” in a profit sharing plan; 
147(2.1) — Terms limiting ‘contributions; 147(2.2) — Reallocation 
of forfeitures; 147(10)(a) — Amount used to purchase. annuity 
under 147(2)(k)(vi) is not taxable; 147(10.3) — Amount contributed 
to or forfeited under a plan; 147(10.6) — Where pre-1997 annuity 
has not begun by age 69; 147(14) — Revocation of registration 
where plan ceases to comply with requirements; 147(17) — Mean- 
ing of “other beneficiary”; 147(21) — Restrictions re transfers from 
DPSPs; 172(3) — Appeal from refusal to register, revocation of re- 
gistration, etc.; 198-204 — Taxes on DPSPs and revoked plans; 
204.1(3) — Tax payable by DPSP on’ excess contributions ; 
204.2(4) — Definition of “excess amount” for a DPSP. 
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History: Para. 147(2)(k) amended by 1997, c. 25, subsec. 43(3), 
applicable after 1996, except that 


(a) where a beneficiary. under a profit sharing plan attained 70 
years of age before 1997, 


(i) in applying subpara. Gii) in respect of the beneficiary, 
that subpara. shall be read as follows: 


(iii) 90 days after the day on which the beneficiary 
attains 71 years of age, and 


(ii) in applying cl. (vi)(A) in respect of the beneficiary, the 
reference in that clause to “the end of the year in which the 
beneficiary attains 69 years of age” shall be read as “the 
day on which the beneficiary attains 71 years of age”, and 


(b) where a beneficiary under. a profit sharing plan attained 69 
years of age in 1996, in applying subpara. (iii) and cl. (vi)(A) in 
respect of the beneficiary, the references in those provisions to 
“69 years of age” shall be read as ““70 years of age”. 


Para. (k) formerly read: 


(k) the plan provides that, in respect of each emmlogee who is 
a beneficiary under the plan, all amounts vested in the em- 
ployee become payable to the employee or, in the event of the 
employee’s death, to a beneficiary designated by the em- 
ployee or to the employee’s estate, not later than 20 days after 
the earliest of 


(i) the death of the employee, 


(ii) the day on which the employee ceases to be em- 
ployed by an employer who makes or has made payments 
under the plan to a trustee under the plan, 


(iii) the day on which the employee becomes 71 years of 
age, and 


(iv) the termination or winding up of the plan, 


except that the plan may provide that, on election by the em- 
ployee, all or any part of the amounts payable to the em- 
ployee may be paid 


(v) in equal instalments payable not less frequently than 
annually over a period not exceeding 10 years from the 
* day on which the amount became payable, or 


(vi) by a trustee under the plan to a person licensed or 
otherwise authorized under the laws of Canada or a prov- 
ince to carry on in*Canada an annuities business, to 
purchase for the employee an annuity commencing not 
later than a day 71 years after the day of the employee’s 
birth, the guaranteed term of which, if any, does not ex- 
ceed. 15 years; 


Subpara. 147(2)(k.1)(ii) amended, and bia, (ii.1) added, by 
1997, c. 25, subsec. 43(4), applicable after 1991. yey (k.1)(ii) 
formerly read: 


(ii) an amount referred to in paragraph (10)(a). or (b), 


The opening words of para. 147(2)(c), and para. (d), substituted by 
1994, c. 21, subsecs. 72(1), (2), applicable to 1993 et. seg. Those 
portions formerly read: 


(c) the plan provides that no part.of the funds of the trust gov- 
erned by the plan may be invested in notes, bonds, debentures 
or similar obligations of 


(d) the plan provides that no part of the funds of the trust 
governed by the plan may be invested in shares of a corpo- 
ration at least 50% of the property of which consists. of 
notes, bonds, debentures or similar obligations of an em- 
ployer or a corporation described in paragraph (c); 
Pre-RSC History: Para. 147(2)(a.1) added, (i) substituted, and 
(i.1) added, by 1990, c. 35; subsecs. 15(2), (3), applicable after 
1990. Para. (i) formerly read: 


(i) the plan provides that all amounts allocated or reallocated 
by a trustee under the plan to a beneficiary under the: plan 
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vest irrevocably in that beneficiary not later than 5 years after 
the end of the year in which the amounts. are so. allocated or 
reallocated unless that beneficiary becomes, before that time, 
a person who is not an employee of any employer who makes 
or has made payments under the plan; 


Subpara. 147(2)(k.2)(ii) substituted by 1984, c. 45, 8. 55 to delete 
“(within the meaning assigned by paragraph 125(9)(c))” -which for- 
merly followed “a specified shareholder”, applicable to 1985 et seg. 


Paras. 147(2)(k.1) and (k.2) added by 1980-81-82-83, c. 140, sub- 
sec. 101(1), applicable by 1984, c. I, s. 116 (deemed in force on 
March 30, 1983), to plans registered after March 1983, except that 
paragraph 147(2)(k.2) shall be deemed, for the purposes of subsec- 
tions 147(9.1) and (10.3), to have come into force-on January 1, 
1982. 


Regulations: 4900(2) (obligations described in 147(2)(c) are not 
qualified investments). 


Interpretation Bulletins: IT-280R: Employees profit sharing 
plans — payments computed by reference to. profits; IT-281R2: 
Elections on single payments from a deferred profit-sharing plan; 
IT-363R2: Deferred profit sharing plans — deductibility of em- 
ployer contributions and taxation of amounts received by a benefici- 
ary; IT-517R: Pension tax credit. 


Information Circulars: 74-1R5: Form T2037 — Notice of 
purchase of annuity with “plan” funds; 78-14R2: Guidelines for 
trust companies and other persons responsible for filing. See also 
list at end of s. 147. 


Forms: T2037: Notice of purchase of annuity with “plan” funds: 
T2214: Application for registration as a deferred profit sharing plan. 


(2.1) Terms limiting contributions — The Min- 
ister shall not accept for registration for the purposes 
of this Act a profit sharing plan unless it includes 
terms that are adequate to ensure that the require- 
ments of subsection (5.1) in respect of the plan will 
be satisfied for each calendar year. 


(2.2) Reallocation of forfeitures — The Minister 
may, on written application, extend the time for sat- 
isfying the requirements of paragraph (2)(i.1) where 


(a) the total of the forfeited amounts arising in a 
calendar year is greater than normal because of 
unusual circumstances; and 


(b) the forfeited amounts are to be reallocated on 
a reasonable basis to a majority of beneficiaries 
under the plan. 


Pre-RSC History: Subsecs. 147(2.1), (2.2) added by 1990, c. 35, 
subsec. 15(4), applicable after 1990. 


(3) Acceptance of employees profit sharing 
plan for registration — The Minister shall not ac- 
cept for registration for the purposes of this Act any 
employees profit sharing plan unless all the capital 
gains of or made by the trust governed by the plan 
before the date of application for registration of the 
plan and all the capital losses of or sustained by the 
trust before that date have been allocated by the trus- 
tee under the plan to employees and other benefi- 
ciaries thereunder. 


(4) Capital gains determined — For the pur- 
poses of subsections (3) and (11), such amount as 
may be determined by the Minister, on request in 
prescribed manner by the trustee of a trust governed 
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by an employees profit sharing plan, shall be deemed 
to be the amount of 


(a) the capital gains of or made by the trust gov- 
erned by the plan before the date of application 
for registration of the plan,. or 


(b) the capital losses of or sustained by the trust 
before that date, 


as the case may be. 


(5) Registration date — Where a profit sharing 
plan is accepted by the Minister for registration as a 
deferred profit sharing plan, the plan shall be 
deemed to have become registered as a deferred 
profit sharing plan 


(a) on the date the application for registration of 
the plan was made; or 


(b) where in the application for registration a later 
date is specified as the date on which the plan is 
to commence as a deferred profit sharing plan, on 
that date. 


Related Provisions: sah es Peg sate year of trust accepted 
as DPSP. 


(5.1) Contribution limits — For the purposes of 
subsections (2.1) and (9) and paragraph (14)(c.4), the 
requirements of this subsection in respect of a de- 
ferred profit sharing plan are satisfied for a calendar 
year if, in the case of each beneficiary under the plan 
and each employer in respect of whom the benefici- 
ary’s pension credit (as prescribed by regulation) for 
the year under the plan is greater than nil, 


(a) the total of all amounts each of which is the 
beneficiary’s pension credit (as prescribed by 
regulation) for the year in respect of the employer 
under a deferred profit sharing plan does not ex- 
ceed the lesser of 


(i) ‘2 of the money purchase limit for the year, 
and 


(11) 18% of the amount that would be the ben- 
eficiary’s compensation (within the meaning 
assigned by subsection 147.1(1)) from the em- 
ployer for the year if the definition “compen- 
sation” in subsection 147.1(1) were read with- 
out reference to paragraph (b) of that 
definition; 
(b) the total of all amounts each of which is the 
beneficiary’s pension credit (as prescribed by 
regulation) for the year under a deferred profit 
sharing plan in respect of 


(i) the employer, or 
(ii) any other employer who, at any time in the 
year, does not deal at arm’s length with the 
employer 
does not exceed '/ of the money purchase limit 
for the year; and 
(c) the total of 


(i) the beneficiary’s pension adjustment for 
the year in respect of the employer, and 
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(it) the total of all amounts each of which is 
the beneficiary’s pension adjustment for the 
year in respect of any other employer who, at 
any time in the year, does not deal at arm’s 
length with the employer 


does not exceed the lesser of. 


(iii) the money purchase limit for the year, 
and 


(iv) 18% of the total of all:amounts each of 
which is the beneficiary’s compensation 
(within the meaning assigned by subsection 
147.1(1)) for the year from the employer or 
any other employer referred to in subpara- 
graph (ii). 
Related Provisions: 147(2.1) — Terms limiting contributions; 
147(5.11) — Compensation; 147(9) — Limitation on deduction; 
147(14) — Revocation of registration; 147(22) — Excess transfer; 
147.1(8) — Pension adjustment limits; Reg. 8301(11) — Timing of 
contributions. 
Pre-RSC History: Subsec. 147(5.1) added by 1990, c. 35, subsec. 
15(5), applicable after 1990. 
Regulations: 8301(2), (3) (pension credit under DPSP). 
Interpretation Bulletins: IT-528: Transfers of funds. between 
registered plans, 


Information Circulars: See list at.end of s. 147. 


(5.11) Compensation — Where at any time in a 
calendar year an individual ceases to be employed by 
an employer, 


(a) for the purposes of paragraph (5.1)(a), the 
amount that would be the individual’s compensa- 
tion (Gin this subsection having the meaning as- 
signed by subsection 147.1(1)) from the em- 
ployer. for the year if. the definition 
“compensation” in subsection 147.1(1) were read 
without reference to paragraph (b) of that defini- 
tion shall be deemed to be the greater of 


(i) that amount determined without reference 
to this paragraph, and 
(ii) the amount that would be the individual’s 
compensation from the employer for the im- 
mediately preceding year if the definition 
“compensation” in subsection 147.1(1) were 
read without reference to penne (b) of that 
definition; and 


(b) for the purposes of paragraph (5.1)(c), the in- 
dividual’s compensation from the employer for 
the year shall be deemed to be the greater of 


(i) that compensation determined without ref- 
erence to this paragraph, and 


(ii) the individual’s compensation from. the 
employer for the immediately preceding year. 


Pre-RSC History: Subsec. 147(5.11) added by 1990, c. 35, sub- 
sec. 15(5), applicable after 1990. 


(6) Deferred plan not employees profit 
sharing plan — For a period during which a plan 
is a deferred profit sharing plan, the plan shall be 
deemed, for the purposes of this. Act, not to be an 
employees profit sharing plan. 
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Related Provisions: 144(11)— Year-end of EPSP on ‘becoming 
DPSP. 


(7) No tax while trust governed by plan — No 
tax is payable under this Part by a trust on the taxa- 
ble income of the trust for a period during which the 
trust was governed by a deferred profit sharing plan. 


Related Provisions: 149(1)(s) — Exemption for DPSP; 198 — 
Tax on acquisition of non-qualified investments and use of assets as 
security; 206(2) — Part XI tax on excess holdings of foreign prop- 
erty; 207.1(2) — Tax pamble by DPSP on ii non-qualified 
investments. 


(8) Amount of eimptoger s contribution de- 
ductible — Subject to subsection (9), there may be 
deducted in computing the income of an employer 
for a taxation year the total of all amounts each of 
which is an amount paid by the employer in the year 
or within 120 days after the end of the year to a trus- 
tee under a deferred profit sharing plan for the bene- 
fit of the employer’s employees who are benefi- 
ciaries under the plan, to the extent that the amount 
was paid in accordance with the terms of the plan 
and was not deducted in computing the employer’s 
income for a preceding taxation year. 


Related Provisions: 6(1)(a)(i) — Employer’s contribution to 
DPSP not a taxable benefit; 20(1)(y)— Employer’s contribution to 
DPSP deductible; 147(5.1) — Contribution limits; 147(9), (9.1) — 
Limitations on deduction; 147(20) — Taxation of amount trans- 
ferred; 204.1(3) — Tax payable by DPSP on excess amount. 


Pre-RSC History: Subsec. 147(8) substituted by 1990, c. 35, 
subsec. 15(6), applicable to 1991 et seg. with respect to amounts 
paid to DPSPs after 1990. Subsec. (8) formerly read: 


(8) Amount of employer’s contribution deductible — 
There may be deducted in computing the income of an em- 
ployer for a taxation year the aggregate of each amount paid 
by the employer in the year or within 120 days after the end 
of the year, to a trustee under a deferred profit sharing plan 

.. for the benefit of employees of the employer who are benefi- - 
ciaries under the plan, not exceeding, however, in respect of 
each individual employee in respect of whom the amounts so 
paid by the employer were paid by him, an amount equal to 
the least of 


(a) the aggregate of each amount so paid by the employer 
in respect of that employee, 


(b) $3,500 minus the aggregate of all amounts, each of 
which is the amount, if any, required to be paid to or 
under a registered pension plan of the employer or of a 
person related to the employer in order to provide bene- 
fits thereunder to that employee in respect of services 
rendered by him in the year that, if paid in the year, 
would be deductible in'computing the income of the 
payer for the year, under 


(i) paragraph 20(1)(q), or 
(ii) paragraph 20(1)(s), if the employer had sought 
the approval required for purposes of that paragraph, 
and 
(c) 20% of the salary or wages paid in the year to the 
employee by the employer, 
to the extent that such amount was not deductible in comput- 
ing the income of the employer for a previous taxation year. 


Para. 147(8)(b) amended by 1990, c. 35, s. 29, to substitute “regis- 
tered pension plan” for “registered pension fund or plan”, applicable 
after 1985. 

All that portion of para. 147(8)(b) preceding subpara. (i) substituted 
by 1980-81-82-83, c. 140, subsee. 101(2), applicable with respect to 


S.. 147(9.1) 


taxation. years commencing after November 12, 1981. The substi- 
tuted portion formerly read: 


(b) $3,500 minus the amount, if any, determined in prescribed 
manner, required to be paid to or under a registered pension 
fund or plan in order to provide benefits thereunder to that 
employee in respect of services rendered by him in the year 
that, if paid in the year, would be deductible in COPE HIES the 
employer’s income for the year, under 


Para. 147(8)(b) substituted by 1980-81-82-83, c. 48, s. 82, applica- 
ble to taxation years ending after 1980 in respect of amounts paid 
after 1980. Para. 147(8)(b) formerly read: 


(b) $3,500 minus the amount, if any, deductible under para- 
graph 20(1)(q) in respect of that employee in computing the 
income of the employer for the taxation year, and 


Para. 147(8)(b) substituted by 1976-77, c. 4, subsec. 58(1), ‘applica- 
ble to 1976 et seq., to substitute “$3,500” for “$2,500”. 


Interpretation Bulletins: IT-280R: Employees profit sharing 
plans — payments computed by reference to profits; IT-363R2: De- 
ferred profit sharing plans — deductibility. of employer contribu- 
tions and taxation of amounts received by a beneficiary.” 


(9) Limitation on deduction — Where the re- 
quirements of subsection (5.1) in respect ofa’ de- 
ferred profit sharing plan are not satisfied for a cal- 
endar year by reason that the pension credits of a 
beneficiary under the plan in respect of a particular 
employer do not comply with paragraph G. 1)(a) or 
the beneficiary’ s pension credits or pension adjust- 
ments in respect of a particular employer and other 
employers who do not deal at arm’s length with the 
particular employer do not comply with paragraph 
(5.1)(b) or (c), the particular employer is not entitled 
to a deduction under subsection (8) in computing the 
particular employer’s income for any taxation year 
in respect of an amount paid to a trustee under the 
plan in the calendar year except to the extent ex- 
pressly permitted in writing by the Minister, and, for 
the purposes of this subsection, an amount paid to a 
trustee of a deferred profit sharing plan in the first 
two months of a calendar year shall be deemed to 
have been paid in the immediately preceding year 
and not to have been paid in the. year to the extent 
that the amount can reasonably be considered to be 
in respect of the immediately preceding year. 

Pre-RSC History: Subsec. 147(9) substituted by 1990, c. 35, 


subsec. 15(6), applicable to 1990 et seg. with respect to amounts 
paid to DPSPs after 1990. Subsec. (9) formerly read: 


(9) Limitation on deduction— Where each of two or more 
taxpayers not dealing at arm’s length would, but for this sub- 
section, be entitled to a deduction under subsection (8) in 
computing his income for a taxation year in respect of 
amounts paid by him to a trustee under one or more deferred 
profit sharing plans in respect of the:same person, not more 
than one of the taxpayers is entitled, in computing his income 
for that year, to a deduction under that subsection in respect 
of that person, and in the event.of failure on the part of the 
taxpayers otherwise entitled to a deduction under that subsec- 
tion to agree as to the taxpayer by whom the deduction may 
be made, no deduction thereunder may be made by either or 
any of them in computing his income for that year. 


(9.1) No deduction — Notwithstanding subsection 
(8), no deduction shall be made in computing the in- 
come of an employer for a taxation year in respect of 
an amount paid by the employer for the year to a 
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trustee under a deferred profit sharing plan in respect 
of a beneficiary who is described in paragraph 
(2)(k.2) in respect of the plan. 


Pre-RSC History: Subsec. 147(9.1) added by 1980-81-82-83, c. 
140, subsec. 101(3), applicable with respect to taxation years com- 
mencing after 1981. 


Interpretation Bulletins: IT-280R: Employees. profit sharing 
plans — payments computed by reference to profits; IT-363R2: De- 
ferred profit sharing plans — deductibility. of employer contribu- 
tions and taxation of amounts received by a beneficiary. 


(10) Amounts received taxable — There shall 
be included in computing the income of a benefici- 
ary under a deferred profit sharing plan for a taxation 
year the amount, if any, by which 


(a) the total of all amounts received by the bene- 
ficiary in the year from a trustee under the plan 
(other than as a result of acquiring an annuity de- 
scribed in subparagraph (2)(k)(vi) under which 
the beneficiary is the annuitant) 


exceeds 


(b) the total of all amounts each of which is an 
amount determined for the year under subsection 
(10.1), (11) or (12) in relation to the plan and in 
respect of the beneficiary. : 


Related Provisions: 56(1)(d.2)(iii) — Income from annuity pur- 
chased with plan funds is taxable; 56(1)(i) — Deferred profit shar- 
ing plan; 60(j) — Transfer of superannuation benefits: 104(27.1) — 
DPSP benefits; 147(10.1)— Single payment on retirement etc.: 
147(10:4) — Income on disposal of shares; 147(11) — Portion of 
receipts deductible; 147(18)—~ Inadequate consideration on 
purchase from or sale to trust; 147(20) — Taxation of amount trans- 
ferred; 153(1)(h) — Withholdings; 212(1)(m), 214(3)(d) — With- 
holding tax on payments to non-residents. 


History: Subsec. 147(10) amended by 1997, c. 25, subsec: 43(5), 
applicable to 1992 et seg. Subsec. (10) formerly read: 


(10) There shall be, included in computing the income of a 
beneficiary under a deferred profit sharing plan for a taxation 
year the amount by which the total of the amounts received 
by the beneficiary in the year from a trustee under the plan 
exceeds the total of ' 


(a) any amounts determined for the year under subsection 
(10.1), (11) or (12) in relation to the plan and in respect 
of the beneficiary, and ; 


(b) amounts paid by a trustee under the plan pursuant to 
the plan to a person described in subparagraph (2)(k)(vi) 
to purchase an annuity described in that subparagraph. 


Pre-RSC History: All that portion of subsec. 147(10) preceding 
para. (b) substituted by 1973-74, c. 14, subsec. 51(1), applicable to 
1972 et seq. 


Selected Cases [subsec. 147(10)]: The Queen v. Powell, 
[1980] C.T.C. 382 (FCTD) (Increase in value of shares from time of 
acquisition in deferred profit sharing plan included in income). 


Interpretation Bulletins: IT-280R: Employees profit sharing 
plans — payments computed by reference to profits; IT-281R2: 
Elections on single payments from a deferred profit-sharing plan; 
IT-363R2: Deferred profit sharing plans — deductibility of em- 
ployer contributions and taxation of amounts received by a benefici- 
ary; IT-528: Transfers of funds between registered-plans. 


Information Circulars: See list at end of s. 147. 


Advance Tax Ruling: ATR-31: Funding of divorce settlement 
amount from DPSP. 


Income Tax Act, Part I 


(10.1) Single payment on retirement, etc. — 
For the purposes of subsections (10) and (10.2), 
where a. beneficiary under a deferred profit sharing 
plan. has received, in a taxation year and when the 
beneficiary was resident in Canada, from a. trustee 
under the plan a single payment that.included shares 
of the capital stock of a corporation that was an em- 
ployer who contributed to the plan or of a corpora- 
tion with which the employer did not deal at arm’s 
length on the beneficiary’s withdrawal from the plan 
or retirement from employment or on the death of an 
employee or former employee and has made an elec- 
tion in respect thereof in prescribed manner and pre- 
scribed form, the amount determined for the year 
under this subsection in relation to the plan and in 
respect of the beneficiary is the amount, if any, by 
which the fair market value of those shares, immedi- 
ately before the single payment was made, exceeds 
the cost amount to the plan of those shares at that 
pian ee | 


Related Provisions: 147(10)— Amounts received taxable; 
147(10.2) — Single payment on retirement etc.; 147(11) — Portion 
of receipts deductible. 


Regulations: 1503 (prescribed manner; prescribed form), 


Interpretation Bulletins: IT-281R2: Election on single payments 
from a deferred profit-sharing plan; IT-528: Transfers of funds be- 
tween registered plans. 


Forms: T2078: Election under subsection 147(10.1) in respect of a 
single payment received from a deferred profit sharing plan. 


(10.2) Idem — Where a trustee under a deferred 
profit sharing plan has at any time in a taxation year 
made under the plan a single payment that included 
shares referred.to in subsection (10.1) to.a benefici- 
ary who was resident in Canada at the time and the 
beneficiary has made an election under that subsec- 
tion in respect of that payment, 


(a) the trustee shall be deemed to have disposed 
of those shares for proceeds of disposition equal 
to the cost amount to the trust of those shares im- 
mediately before the single payment was made; 


(b) the cost to the beneficiary of those shares 
shall be deemed to be their cost amount to the 
trust immediately before the single payment was 
made; 


(c), the, cost to the beneficiary of each of those 
shares shall be deemed to be the amount deter- 
mined by the formula 


Ake 
C 
where 


A. is the amount determined under paragraph (a) 
in respect of all of those shares, 


B is the fair market value of that share at the 
time the single payment was made, and 


C is the fair market value of all those shares at 
the time the single payment was made; and 
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(d) for the purposes of paragraph 60(), the cost to 
the beneficiary of those shares is an eligible 
amount in respect of the beneficiary for the year. 


Pre-RSC History: Para.-147(10.2)(d) added es 1990, c: 35, sub- 
sec. 15(7), applicable after 1988. 


Subsecs. 147(10.1), (10.2),substituted by 1986, -c. 6, subsec. 83(1), 
applicable with respect to terminations of interests in deferred profit 
sharing plans occurring after May 23, 1985. Subsecs. 147(10.1), 
(10.2) formerly read: 


(10.1) Single payment on withdrawal, retirement or 
death — For the purposes of subsections (10) and (10.2), 
where in a taxation year a beneficiary under a deferred profit 
sharing plan has received, at a time when he was resident in 
Canada, from a trustee under the plan a single payment that 
included property that was neither money nor an amount de- 
scribed in paragraph (10)(b) upon his. withdrawal from the 
plan or retirement from employment or upon the death of an 
employee or former employee and has made an election in 
respect thereof in prescribed manner and prescribed form, the 
amount determined for the year under this subsection in rela- 
tion to the plan and in respect of the beneficiary is the amount 
computed in accordance with the following rules: 


(a) determine the amount by which’the aggregate of 


(i) the aggregate of the amounts that the beneficiary, 
employee or former employee would have received 
out of or pursuant to the plan if 


(A) he had withdrawn from the plan on January 
ft, 1972, 


(B) there had been no change in the terms and 
conditions of the plan after June 18, 1971 and 
before January 2, 1972, and 


(C) any term or condition of the plan that would, 
in the event that he had withdrawn from the plan 
on January 1, 1972, have reduced the amount of 
any payment or payments. that would, if he re- 
mained a member of the plan for a specified pe- 
riod of time after December 31, 1971, have been 
made to him in respect of years ending before 
1972, were not a term or condition of the plan, . 


to the extent that the aggregate would have been in- 
cluded in computing his income if 
(D) it was so received by him, and 


(E) subsection 40(1) of the Income Tax Applica- ~ 
tion Rules, 197] did not apply. to doem the ag- 
gregate not to be his income, 


(ii) each amount determined, for any taxation year 
after the 1971 taxation year, under.subsection (11) or 


-» =» (D) a capital gain made by the: trust after 1971, 
_ exceeds the aggregate of 


(iv) each amount received, at a time after 1971 when 
the plan was a deferred profit sharing plan and before 

the beneficiary received the single payment, by the 
beneficiary, employee or former employee from a 
trustee under the plan, 


(v) each amount allocated, at a time when the plan 
was a deferred profit sharing plan and before the 
beneficiary received the single payment, to, the bene- 
ficiary, employee or former employee in respect of a 
capital loss sustained by the trust after 1971, and 


(vi) each amount forfeited (within the meaning as- 
signed by subsection 201(3)) in the trust in respect of 
the beneficiary, employee or former employee at a 
time after 1971 when the plan was a deferred profit 
sharing plan, 


(b) determine the amount by which the amount of the sin- 
gle. payment exceeds the amount determined under para- 
graph (a), and 


(c) the amount determined for the year under this caved 
tion in relation to the plan and in respect of the benefici- 
ary is the lesser of 


(i) the fair market value, at the time the single pay- 

ment was made, of the property that was included in 

the single payment and that'was neither money nor 
--an-amount described in paragraph (10)(b), and 


(ii) the amount determined under paragraph (b). 


(10.2) Idem — Where in a taxation year a trustee under a de- 
ferred profit sharing plan has made.a single payment to a ben- 
eficiary under the plan and the beneficiary has made an elec- 
tion under subsection (10.1) in respect. of that payment., 


(a) the trustee shall be deemed to have disposed of each 
property that was included in the single payment and that 
was neither money nor an amount described in paragraph 
(10)(b) for proceeds of disposition equal to the cost 
amount to the trust of the property immediately before 
the single payment was made; 


(b) the cost to the beneficiary of all such property shall be 
deemed to be the fair market value, at the time the single 
payment was made, of such property minus the amount 
determined for the year under subsection (10.1) in‘ rela- 
tion to the plan and in respect of the beneficiary; and 


(c) the cost to the beneficiary of each such property shall 
be deemed to be the proportion of the amount determined 
under paragraph (b) that the fair market value, at the-time, 
the single payment was made, of that property is of the 
fair market value at that time. of all such property. 


(12), in relation to the plan and in respect of the ben-. + | Subsecs. 147(10.1), (10.2) added by 1973-74, c. 14, subsec. 51(2), 
eficiary, employee or former employee, te applicable to 1972 et seq. 

(iii) each amount allocated, at a time when the plan Interpretation Bulletins: [T-281R2: site datas on single pay- 
was a deferred profit sharing plan and before the ments from a deferred profit-sharing plan; IT-528: Transfers of 
beneficiary received the single payment, to the bene- | funds between registered plans. 


ficiary, employee or former employee by a trustee 
under the plan in respect of 


(A) an amount paid after 1971 by an employer to 


Forms: TD2: Tax deduction waiver for a direct transfer of an eligi- 
ble retiring allowance. 


a trustee under the plan for the benefit of em- (10.3) Amount contributed to or forfeited 
ployees who were beneficiaries under the plan, under a plan — There.shall be included in com- 
(B) income of the trust governed by the plan for puting the income for a taxation year of a beneficiary 
the 1972 or any subsequent taxation year, com- described in paragraph (2)(k. 2) the total of amounts 
puted on the assumption that the trust had not allocated or reallocated to the beneficiary in the year 
made any capital gains or sustained any capital in respect of 

losses, 


(C) an amount forfeited (within the meaning as- 
signed by subsection 201(3)) in the trust after 
1971, or 
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(a) any amount contributed after December 1, 
1982 by. an employer to, or 


(b) any forfeited amount under 


S. 147(10.3) 


a deferred profit sharing plan or a plan the registra- 
tion of which has been revoked pursuant to subsec- 
tion (14) or (14.1). > (vi) 

Pre-RSC History: Subsec. 147(10.3) substituted by 1990, c. 35, 
subsec. 15(8), applicable ‘after 1990. Subsec. (10.3) formerly read: 


(10.3) Amount contributed to or forfeited in.a trust — 
There shall be included in computing the income for a taxa- 
tion year of a beneficiary described in paragraph (2)(k.2) the 
aggregate of amounts allocated or reallocated to him in the 
year in respect of any amount 


(a) contributed after December 1, 1982 by an employer 
to, or 


(b) forfeited (within the meaning assigned by subsection 
201(3)) in 


a trust governed by a deferred profit sharing plan or a plan 
whose registration has been revoked pursuant to subsection 
(14) or (14.1). 
Subsec. 147(10.3) added by 1980-81-82-83, c. 140, subsec. 101(4), 
applicable with respect to taxation years commencing after 1981. 


Interpretation Bulletins: IT-363R2: Deferred profit sharing 
plans — deductibility of employer contributions and taxation of 
amounts received by a beneficiary. 


(10.4) Income on disposal of shares — Where 
a taxpayer has a share in respect of which the tax- 
payer has made an election under subsection (10.1), 
there shall be included in computing the taxpayer’s 
income for the taxation year in which the taxpayer 
disposed of or exchanged the share or ceased to be a 
resident of Canada, whichever is the earlier, the 
amount, if any, by which the fair market value of the 
share at the time the taxpayer acquired it exceeds the 
cost to the taxpayer, detérmined under paragraph 
(10.2)(c), of the share at the time the taxpayer ac- 
quired it. . 

Related Provisions: 110(1)(d.3) — Employer’ s shares — deduc- 
tion from taxable income; 147(10:5)— Order of disposal of shares. 


(10.5) Order of disposal of shares — For the 
purposes of subsection (10.4), a taxpayer shall be 
deemed to have disposed of or exchanged shares that 
are identical properties in the order in which the tax- 
payer acquired. them. | 

Pre-RSC History: Subsecs. 147(10.4), (10.5) added by 1986, c. 6, 
subsec. 83(2), applicable (by subsec: 83(3) as amended by 1986, c. 


55, s. 82) with respect to terminations of interests in DPSPs occur- 
ring after May 23, 1985. 


Interpretation Bulletins: IT-281R2: Elections on single pay- 
ments from a deferred profit-sharing plan. 


(10.6) Commencement of annuity after age 
69 — Where an amount is paid before 1997 pursu- 
ant to or under a deferred profit sharing plan to 
purchase for a beneficiary under the plan an annuity 
to which subparagraph (2)(k)(vi) applies, and pay- 
ment of the annuity has not begun by the end of the 
particular year in which the beneficiary attains 69 
years of age, 


(a) the beneficiary is deemed to have disposed of 
the annuity immediately after the particular year 
and to have received as proceeds of the disposi- 
tion an amount equal to the fair market value of 
the annuity at the end of the particular’ year; 


Income Tax Act, Part I 


(b) the beneficiary is deemed to have acquired 
immediately after the particular year an interest 
in the annuity as a separate and newly issued an- 
nuity contract at a cost equal to the amount: re- 
ferred to in paragraph (a); and 


(c) the issue and acquisition of the contract re- 
ferred to in paragraph (b) are deemed not’ to be 
pursuant to or under a deferred profit sharing 
plan. 
Related Provisions; 56(1)(d.2)(iii) — Beneficiary required to in- 
clude fair market value of annuity in income; 146(13.2) — Parallel 


rules for RRSPs; .198(6)(d) — Life insurance policy, purchased with 
DPSP. maturing by age 69... - : 


History: Subsec. 147(10.6) added by 1997, c. 25, subsec. 43(6), 
applicable after 1996 except that ~ 


(a) where a beneficiary under a profit sharing plan attained 70 
_ years of age before 1997, the subsec, does not apply to an annu- 
ity purchased for the beneficiary; 


(b) where a beneficiary under a profit sharing plan attained 69 
years of age in 1996, in applying subsec. (10.6) to an annuity 
purchased for the beneficiary, the reference to “69 years of age” 
shall be read as ‘70 years of age”; and 


(c) the subsec. does not apply to an annuity purchased before 
March 6, 1996 for a beneficiary under a deferred profit sharing 
plan where, under the terms and conditions of the annuity con- 
tract as they read immediately before that day, 7 


(i) the day on which annuity payments are to begin under 
the contract is fixed and determined and is after the year in 
which the beneficiary attains 


(A). 69 years of age, where the beneficiary had not at- 
tained that age before 1997, or 


-(B) 70 years of age, where the beneficiary attained 69 
years of age in 1996, and’. 5] 


(ii) the amount and timing of each annuity payment are 
fixed and determined. 


(11) Portion of receipts deductible — For the 
purposes of subsections (10), (10:1) and (12), where 
an amount was received in a taxation year from a 
trustee under a deferred profit sharing plan by an 
employee or other beneficiary thereunder, and the 
employee was a beneficiary under the plan at a time 
when the plan was an employees profit sharing plan, 
the amount determined for the year under this sub- 
section in relation to the plan and in respect of the 
beneficiary is such portion of the total of the 
amounts so received in the year as does not exceed 


(a) the total of 


(1) each amount included in respect of the plan 
in computing the income of the employee for 
the year or for a previous taxation year by vir- 
tue of section 144, 


(ii) each amount paid by the employee to a 
trustee under the plan at a time when it was an 
employees profit sharing plan, and 


(iii) each amount that was allocated to the em- 
ployee or other beneficiary by a trustee under 
the plan, at a time when it was an employees 
profit sharing plan, in respect of a capital gain 
made by the trust before 1972, : 
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minus 
(b) the total of 


(i) each amount received by the employee or 
other beneficiary in a previous taxation year 
from a trustee under the plan at a time when it 
was an employees profit sharing plan, 


(ii) each amount received by the employee or 
other beneficiary in a previous taxation. year 
from a trustee under the plan at a time when it 
was a deferred profit sharing plan, and 


(iii) each amount allocated to the employee or 
other beneficiary by a trustee under the plan, 
at. a time when it was an employees profit 
sharing plan, in respect of a capital loss sus- 
tained by the trust before 1972. 
Related Provisions: 147(10) — Amounts received taxable; 
147(17) — Meaning of “other beneficiary”. 
Pre-RSC History: All that portion of subsec. 147(11) preceding 
subpara. (a)(ii) substituted by. 1973-74, c. 14,.subsec. 51(3), applica- 
ble to 1972 et seq. 
interpretation Bulletins: IT-281R2: Elections on single pay- 
ments from a deferred, profit-sharing plan; IT-363R2: Deferred 
profit sharing plans — deductibility of employer contributions and 
taxation of amounts received by a beneficiary. 


(12) idem — For the purposes of subsections (10) 
and (10.1), where an amount was received in a taxa- 
tion year from a trustee under a deferred profit shar- 
ing plan by an employee or other beneficiary there- 
under, and the employee has made a payment in the 
year or a previous year to a trustee under the plan at 
a time when the plan was a deferred profit sharing 
plan, the amount determined for the year under this 
subsection in relation to the plan and in respect of 
the beneficiary is such portion of the total of the 
amounts so received in the year (minus any amount 
determined for the year under subsection (11) in re- 
lation to the plan and in respect of the beneficiary) as 
does not exceed 


(a) the total of all amounts each of which was so 
paid by the employee in the year or a previous 
year to the extent that the payment was not de- 
ductible in computing the employee’s income, 

minus 
(b) the total of all amounts each of which was re- 
ceived by the employee or other beneficiary from 
a trustee under the plan, at a time when it was a 
deferred profit sharing plan, to the extent that it 
was included in the computation of an amount 
determined for a previous year under this subsec- 
tion in relation to the plan ‘and in respect of the 
employee or other beneficiary. 

Related Provisions: 60(j) — Transfer of superannuation bene- 


fits; 147(10) — Amounts received taxable; 147(11)— Portion of 
receipts deductible; 147(17) — Meaning of “other beneficiary”. 
Pre-RSC History: Subsec. 147(12) substituted by 1973-74, c. 14, 
subsec. 51(4), applicable to 1972 et seq. 

Interpretation Bulletins: IT-281R2: Elections on single pay- 
ments from a deferred profit-sharing plan; IT-363R2: Deferred 
profit sharing plans — deductibility of employer contributions and 
taxation of amounts received by a beneficiary. 


S. 147(14)(c.3) 


(13) Appropriation of trust property by em- 
ployer — Where funds or property of a trust gov- 
erned by a deferred profit sharing plan have been ap- 
propriated in any manner whatever to or i) the 
benefit of a taxpayer who is 


(a) an employer by whom payments are made in 
trust to a trustee under the plan, or 


(b) a corporation with which that employer does 
not deal at arm’s length, 


otherwise than in payment of or on account of shares 
of the capital stock of the taxpayer purchased by the 
trust, the amount or value of the funds or property so 
appropriated shall be included in computing the in- 
come of the taxpayer for the taxation year of the tax- 
payer in which the funds or property were so appro- 
priated, unless the funds or property or an amount in 
lieu thereof equal to the amount or value of the funds 
or property was repaid to the trust within one year 
from the end of the taxation year, and it is estab- 
lished by subsequent events or otherwise that the re- 
payment was not made as part of a series of appro- 
priations and repayments. 


Related Provisions: 201 — Tax on forfeitures; 214(3)(d) — 
Non-resident withholding tax; 248(10) — Series of transactions. 


(14) Revocation of registration — Where, at any 
time after a profit sharing plan has been accepted by 
the Minister for registration for the purposes of this 
Act, 


(a) the plan has been revised or amended or a 
new plan has been substituted therefor, and the 
plan as revised or amended or the new plan sub- 
stituted therefor, as the case may be, ceased to 
comply with the requirements of this section for 
its acceptance by the Minister for registration for 
the purposes of this Act, 


(b) any provision of the plan has not been com- 
plied with, 


(c) the plan is a plan that did not, as of January 1, 
1968, 


(i) comply with the requirements of 
paragraphs (2)(a), (b) to (h), () and (k), and 
paragraph 147(2)(i) of the Income Tax Act, 
chapter 148 of the Revised Statutes of Can- 
ada, 1952, as it read on January 1, 1972, and 


(ii) provide that the amounts held by the trust 
for the benefit of beneficiaries thereunder that 
remain unallocated on December 31, 1967 
must be allocated or reallocated, as the case 
may be, before 1969, 


(c.1) the plan becomes a revocable plan pursuant 
to subsection (21), 


(c.2) the plan does not comply with the require- 
ments of paragraphs (2)(a) to (k) and (J), 


(c.3) in the case of a plan that became registered 
after March, 1983, the plan does not comply with 
the requirements of paragraphs (2)(k.1) and (k.2), 
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(c.4) the requirements of subsection (5:1) in re- 
spect of the plan are not satisfied for a calendar 
year, or 


(c.5) an employer who participates’ in the plan 
fails to file an information return reporting a pen- 
sion adjustment of a beneficiary under the plan as 
and when required by regulation, 


the Minister may revoke the registration of the plan, 


(d) where paragraph (a) applies, as of the date 
that the plan ceased so to comply, or any subse- 
quent date, 


(e) where paragraph (b) applies, as of the date 
that any provision of the plan was not so com- 
plied with, or any subsequent date, 


(f) where paragraph (c) applies, as of any date 
following January 1, 1968, 


(g) where paragraph (c.1) applies, as of the date 
on which the plan became a revocable plan, or 
any subsequent date, — 


(h) where paragraph (c.2) or (c.3) applies, as of 
the date on which the plan did not so comply, or 
any subsequent date, but not before January 1, 
beek 


(i) where paragraph (c.4) applies, as of the end of 
the year for which the requirements of subséction 
(5.1) in respect of the plan are not satisfied, or 
any subsequent date, and 


(j) where paragraph (c.5) applies, as of any date 
after the date by which the information return 
was required to be filed, 


and the Minister shall thereafter give notice of the 
revocation by registered mail to a trustee under the 
plan and to an employer of employees who are bene- 
ficiaries under the plan. 
Related Provisions: 147(2) — Requirements. for registration; 
147(10.3) — Amount contributed to or forfeited under a plan; 
147(15) — Rules applicable to revoked plan; 172(3)(c) — Appeal 
from refusal to register, revocation of registration, etc.; 198 — Tax 
on non-qualified investments and use of assets as security; 204 — 
“Revoked plan”; 244(5) — Proof of service by mail; 248(7)(a) — 
Mail deemed received on day mailed, 
Pre-RSC History: Subpara. 147(14)(c)(i) substituted, paras. (c.1) 
to (c.5) and (g) to (j) added, by 1990, c. 35, subsecs. 15(9) to (11), 
paras. (c.1) and (g) applicable after 1988, the remainder after 1990. 
Subpara. (c)(i) formerly read: é 
(i) comply with the conditions described in paragraphs (2)(a) 
to (k), and 
All. that portion of subsec. 147(14) following para. (c) substituted by 
1976-77, c. 4, subsec. 58(2), applicable ‘after May 25, 1976. That 
portion formerly read: 
the Minister may revoke the registration of the plan as of any 
date following 
(d) where paragraph (a) applies, the date that the plan 
ceased so to comply, 
(e) where paragraph (b) applies, the date that any provi- 
sion of the plan was not so complied with, and 
(f) where paragraph (c) applies, January 1, 1968, 
and he shall thereafter give notice of his action by registered 
mail to a trustee under the plan and to an employer of em- 
ployees who are beneficiaries under the plan. 


Income Tax Act, Part I 


I.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


(14.1) Idem — Where on any day after June 30, 
1982 a benefit or loan is extended or continues to be 
extended as a consequence of the existence of a de- 
ferred profit sharing plan and that benefit or loan 
would be prohibited if the plan met the requirement 
for registration contained in paragraph (2)(k.1), the 
Minister may revoke the registration of the plan as of 
that or any subsequent day that is specified by the 
Minister in a notice given by registered mail to a 
trustee under the plan and to an employer of employ- 
ees who are beneficiaries under the plan. 

Related Provisions: 147(15) — Rules applicable to revoked 
plan; 198 — Tax on non-qualified investments and use of assets as 
security; 204 — “Revoked plan”; 244(5) — Proof: of service by 
mail; 248(7)(a) — Mail deemed received on day mailed. 


Pre-RSC History: Subsec. 147(14.1) added by 1980-8 1-82-83, c. 
140, subsec. 101(5). 


(15) Rules applicable to revoked plan — 
Where the Minister revokes the registration of a de- 
ferred profit sharing plan, the plan (in this section re- 
ferred to as the “revoked plan”) shall be deemed, for 
the purposes of this Act, not to be a deferred profit 
Sharing plan, and notwithstanding any other provi- 
sion of this Act, the following rules shall apply: - 


(a) the revoked plan shall not be accepted for re- 
gistration for the purposes of this Act or be 
deemed to have become registered asa deferred 
profit sharing plan at any time within a period of 
one year commencing on the date the. plan be- 
came a revoked plan; 


(b) subsection (7) does not apply to exempt. the 
trust governed by the plan from tax under this 
Part on the taxable income of the trust for.a taxa- 
tion year in which, at any time therein, the trust 
was governed by the revoked plan; 


(c) no deduction shall be made by an employer in 
computing the employer’s income for a taxation 
year in respect of an amount paid by the em- 
ployer to a trustee under the plan at a time when 
it was a revoked plan; 


(d) there shall be included in computing the in- 
come of a taxpayer for a taxation year 


(i) all amounts received by. the taxpayer in the 
year from a trustee under the revoked plan 
that, by virtue of subsection (10), would have 
been so included if the revoked plan had been 
a deferred profit sharing plan at the time the 
taxpayer received those amounts, and 


(ii) the amount or value of any funds or prop- 
erty appropriated to or for the benefit of the 
taxpayer in the year that, by virtue of subsec- 
tion (13), would have been so included if the 
revoked plan had been a deferred profit shar- 
ing plan at the time of the appropriation of the 
funds or property; and 


(e) the revoked plan shall be deemed, for the pur- 
poses of this Act, not to be an employees profit 
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sharing plan’ or a retirement: Gomapetnateae 
arrangement. 
Related Provisions: 147(14), (14.1)'— Revocation of DPSP; 


147(18) — Inadequate consideration on purchase from or’ sale to 
trust; 214(3)(d) — Non- resident withholding tax. 


Pre-RSC History: Para. 147(15)(e) amended by. 1990, c. 35, sub- 
BEC 15(12), to add “or a retirement compensation arrangement”, ap- 
plicable after October 8, 1986. 


(16) Payments out of profits — Where the terms 
of an arrangement under which an. employer makes 
payments: to a. trustee specifically provide. that the 
payments shall be made “out of profits”, the arrange- 
ment shall be deemed, for the purpose of subsection 
(1), to be an arrangement for payments “computed 
by reference to an employer’s profits from the em- 
ployer’s business”. 


Interpretation Bulletins: IT-280R: Baibioyees profit chetide 
plans — payments computed by reference to: profits. 


(17) Interpretation of. “other beneficiary” 

Where the expression “employee. or other benefici- 
ary”’ under a profit sharing plan occurs in this sec- 
tion, the words “‘other beneficiary” shall be con- 
strued as meaning any person, other than’ the 
employee, to whom any amount is or may become 
payable bya trustee under the plan as a result of pay- 
ments made to the trustee under the plan in trust for 
the benefit. of employees, including the employee: 


Related Provisions: 202(1) — Returns and payment of estimated 
tax. 


(18) Inadequate consideration on purchase 
from or sale to trust — Where a trust governed 
by a deferred profit sharing plan or revoked plan 


(a) disposes of property to a taxpayer for a con- 
sideration less than the fair market value of the 
property at the time of the transaction, or for no 
consideration, or 


(b) acquires property from a taxpayer for a con- 
sideration greater than the fair market value of 
the property at the time of the transaction, 


the difference between that fair market value and the 
consideration, if any 


(c) shall, for the purposes of subsections (10) and 
(15), be deemed 'to be an amount received by the 
taxpayer at the time of the disposal or acquisition, 
as the case may be, from a trustee under the plan 
as if the taxpayer - were a beneficiary under the 
plan, and 


(d) is an amount taxable under section 201 for the 
calendar year in which the trust disposes of or ac- 
quires the property, as the case may be. 

Related Provisions: 201 — 50% tax payable on amount taxable. 


Pre-RSC History: That portion of subsec. 147(18) following para. 
(b) substituted by 1990, c. 35, subsec. 15(13), applicable after 1990. 
That portion formerly read: 
the difference between such fair market value and the consid- 
eration, if any, shall be deemed to be, 
(c) for the purposes of subsections (10) and (15), an 
amount received by the taxpayer from a trustee under the 


S. 147(19) 


plan as if the taxpayer were! a beneficiary under the plan,’ 
and . 

(d) for the purposes of section 201, an amount forfeited 
in the trust and reallocated to the taxpayer, as‘if the tax- 
-.| payer were an employee who was a benehicaary under the: , 

plan, 


at the time of the disposal or acquisition, as the case may be. 


Para. i47(18)( c) substituted by 1974-75- 76; c, 26, s. 101, applicable 
to 1974 et seg. Para. 147(18)(c) formerly read: 


(c) for the purposes of subsection (10), an amount received by 
the taxpayer from a trustee under the plan-as if the taxpayer 
were a beneficiary under the plan, and 


information Circulars: 77-1R4 — Deferred profit sharing plans. 


(19) Transfer to RPP, RRSP or DPSP — An 
amount is transferred from a deferred profit sharing 
plan in accordance with this subsection if the amount 


(a) is not part of a series of periodic payments; 
__(b) is transferred on.behalf. of, an.indiyidual 


(i) who is an employee or former employee of 
an employer who participated in. the plan on 
the employee’s behalf, or 3h 

(ii) who is entitled to the amount as ‘a ‘conse- 
quence of the death of an employee or former 
employee referred to in subparagraph (i) jand 
who was, at the date of the employee’s death, 
a spouse of the employee, 


in full. or partial ‘satisfaction of the individual’ S 
entitlement to benefits under the plan; 


(c) would, if it were paid directly to the individ- 
ual, be included under subsection (10), in comput- 
ing the individual’s income for a taxation. year; 
and 


(d) is transferred for the benefit of the individual 
directly to 


(i) a registered pension plan, 

(ii) a registered retirement savings plan under 
which the individual is the annuitant (within 
the meaning assigned by subsection 146(1)), 
or 


(iii) a deferred profit sharing plan that can rea- 
sonably be expected to have at least 5-benefi- 
ciaries at all times throughout the calendar 
year in which the transfer is made. 


Related Provisions: 60(j)— Transfer of superannuation bene- 
fits; 60(j.2) — Transfer to spousal RRSP; 60(k) — rer 1989 — 
Transfers to DPSPs:; 104(27.1) — DPSP .benefits;; 146(8.2) — 
Amount deductible where withdrawn after mistaken contribution; 
147(2)(a.1) — Acceptance of plan for registration; 147(10.2) — 
Single payment on retirement etc.; 147(20) — Taxation of amount 
transferred; 147(22) — Excess transfer; 248(8) — Occurrences as a 
consequence of death; 248(10) — Series of transactions. 


History: Subpara. 147(19)(b) (i) amended by 1998, c, 19, s. 172, 


applicable after 1992. Subpara. 147(19)(b)(ii) formerly read: 


(ii) who is entitled to the amount as a consequence of the 
death of an employee or former employee referred to in “sub- 
paragraph (i) and who was, at the date of the employee's” 
death, a spouse (within the meaning assigned by subsection 
146(1.1)) of the employee, 


Interpretation Bulletins: IT-528: Transfers of funds. between 
registered plans. 
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Information Circulars: See list at end of s. 147. 
Forms: T2151: Record of direct transfer of a “single amount”. 


(20) Taxation of amount transferred — Where 
an amount is transferred on behalf of an individual in 
accordance with subsection (19), 


(a) the amount shall not, by reason only of that 
transfer, be included by virtue of this section in 
computing the income of any taxpayer; and 


(b) no deduction may be made under any provi- 
sion of this Act in respect of the amount in com- 
puting the income of any taxpayer. 

Related Provisions: 56(1)(i) — Amount received taxable: 


212(1)(m)(i) — Transferred amount not subject to non-resident 
withholding tax. 


Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 


(21) Restriction re transfers — A deferred profit 
Sharing plan becomes a revocable plan at any time 
that an amount is transferred from the plan to a regis- 
tered pension plan, a registered retirement savings 
plan or another deferred profit sharing plan unless 


(a) the transfer is in accordance with subsection 
(19); or 


(b) the amount is deductible under paragraph 
604) or G.2) of this Act or paragraph 60(k) of the 
Income Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, by the individual on whose 
behalf the transfer is made. 


Related Provisions: 147(14)(c.1) — Revocation of registration. 


Pre-RSC History: Subsecs. 147(19) to (21) added by 1990, c. 35, 
subsec. 15(14), applicable in respect of amounts transferred after 
1988. 


I.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 19527’). 


Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 


(22) Excess transfer — Where 


(a) the transfer of an amount from a deferred 
profit sharing plan in a calendar year on behalf of 
a beneficiary under the plan would, but for this 
subsection, be in accordance with subsection 
(19), and 


(b) the requirements of subsection (5.1) in respect 
of the plan are not satisfied for the year by reason 
that the beneficiary’s pension credits or pension 
adjustments do not comply with any of 
paragraphs (5.1)(a) to (c), 


such portion of the amount transferred as may rea- 
sonably be considered to derive from amounts allo- 
cated or reallocated to the beneficiary in the year or 
from earnings reasonably attributable to those 
amounts shall, except to the extent otherwise ex- 
pressly provided in writing by the Minister, be 
deemed to be an amount that was not transferred in 
accordance with subsection (19). 


Pre-RSC History: Subsec. 147(22) added by 1990, c. 35, subsec. 
15(14), applicable in respect of amounts transferred after 1990. 


Income Tax Act, Part I 


Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 


Definitions [s. 147]: “amount”, “annuity”, “business” — 248(1); 
“calendar year” — Interpretation Act 37(1)(a); “Canada” — 255¢ 
“capital gain”, “capital loss” —39(1), 248(1); “corporation” — 
248(1), Interpretation Act 35(1); “deferred profit sharing plan’ — 
147(1), 248(1); “employed”, “employee” — 248(1); “employees 
profit sharing plan” — 144(1), 248(1); “employer”, “employ- 
ment” — 248(1); “estate” — 104(1), 248(1); “forfeited amount” — 
147(1); “identical”, — 248(12): “individual” — 248(1); “licensed 
annuities provider” — 147(1); “Minister” — 248(1); “money 
purchase limit” — 147.1(1), 248(1); “other beneficiary” — 147(17); 
“participate” — 147(1.1); “pension adjustment” — 248(1), Reg. 
8301(1); “person”, “prescribed” — 248(1); “profit sharing plan” — 
147(1), 248(1);. “property” — 248(1); “province” — Interpretation 
Act 35(1);, “registered pension plan” — 248(1); “registered retire- 
ment savings plan” — 146(1), 248(1); “regulation” — 248(1); “re- 
lated” — 251(2); “resident in Canada” — 250; “retirement compen- 
sation arrangement” — 248(1); “revoked plan” — 147(15); “series 
of transactions” — 248(10); “share”, “specified shareholder” — 
248(1); “spouse” —252(4)(a); “taxable income” — 2(2), 248(1); 
“taxation year” — 249; “taxpayer” — 248(1); “trust” — 104(1), 
248(1), (3); “writing” — Interpretation Act 35(1). 

Information Circulars [s. 147]: 74-1R5: Form T2037 — Notice 
of purchase of annuity with “plan” funds; 77-1R4: Deferred profit 
sharing plans; 79-8R3: Forms to use to directly transfer funds to or 
between plans, or to purchase an annuity. 


Registered Pension Plans 


147.1 (1) Definitions — In this section and sec- 
tions 147.2 and 147.3, 


“actuary” means a Fellow of the Canadian Institute 
of Actuaries; 


“administrator” of a pension plan means the person 
or body of persons that has ultimate responsibility 
for the administration of the plan; 


Related Provisions: 147.1(6) — Administrator; 147.1(7) — Ob- 
ligations of administrator. 


“average wage” for a calendar year means the 
amount that is obtained by dividing by 12 the total of 
all amounts each of which is the wage measure for a 
month in the 12 month period ending on June 30 of 
the immediately preceding calendar year; 


“compensation’’ of an individual from an employer 
for a calendar year means the total of all’ amounts 
each of which is 


(a) an amount in respect of 


(i) the individual’s employment with the em- 
ployer, or 


(ii) an office in respect of which the individual 
is remunerated by the employer 


that is required (or that would be required but for 
paragraph 81(1)(a) as it applies with respect to 
the Indian Act) by section 5 or 6 to be included in 
computing the individual’s income for the year, 
except such portion of the amount as 


(ii1) may reasonably be considered to relate to 
a period throughout which the individual was 
not resident in Canada, and 
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(iv) is not attributable to the performance of 
the duties of the office or employment in Can- 
ada or is exempt from income tax in Canada 
by reason of a provision contained in a tax 
convention or agreement with another country 
that has the force of law in Canada, 


-(b) a prescribed amount, or 


(c) an amount acceptable to the Minister in re- 
spect of remuneration received by the individual 
from any employer for a period in the year 
throughout which the individual was not resident 
in Canada, to the extent that the amount is not 
otherwise included in the total; 
Related Provisions: 147(5.1)— DPSP Contribution limits; 


147(5.11) — Compensation; 147.1(8) — Pension adjustment limits; 
147.1(9) — Pension adjustment limits — multi-employer plans. 


Regulations: 8507 (prescribed amount). 


“defined benefit provision” of a pension plan 
means terms of the plan under which benefits in re- 
spect of each member are determined in any way 
other than that described in the definition “money 
purchase provision” in this subsection; 


Related Provisions: 60(j.01) — Transfer of surplus. 


Interpretation Bulletins: IT-167R6: Registered pension plans — 
employee’s contributions; IT-528:; Transfers of funds between regis- 
tered plans, 


“member” of a pension plan-means an individual 
who has a right, either immediate or in the future and 
either absolute or contingent, to receive benefits 
under the plan, other than an individual who has 
such.a right only by reason of the participation of 
another individual in the plan; 
‘money purchase limit” for a calendar year means 

(a) for years before 1990, nil, 

(b) for 1990, $11,500, 

(c) for 1991 and 1992, $12,500, 

(d) for 1993, $13,500, 

(e) for 1994, $14,500, 

(f) for 1995, $15,500, and 


(g) for years after 1995 and before 2003, 
$13,500, 


(h) for 2003, $14,500, 
(i) for 2004, $15,500, and 
(j) for each year after 2004, the greater of 
(i) the product of 
(A) $15,500, and 


(B) the quotient obtained when the average 
wage for the year is divided by the average 
wage for 2004, 


rounded to the nearest multiple of $10, or, if 
that product is equidistant from 2 such con- 
secutive multiples, to the higher thereof, and 


(ii) the money purchase limit for the preced- 
ing year; 
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Related Provisions: 146(1) —RRSP dollar limit; 147.1(8) — 
Pension adjustment limits; 147.1(9) — Pension adjustment limits — 
multi-employer plans; 248(1)“money purchase limit” — Definition 
applies to entire Act. 


History: Paras. (g) to (j) of the definition “money purchase limit” 
in subsec. 147.1(1) amended by 1997, c. 25, s. 44, applicable after 
1996. Paras. (g) to (j) formerly read: 


(g) for 1996, $13,500, 
(h) for 1997, $14,500, 
(i) for 1998, $15,500, and 
(j) for each year after 1998, the greater of 
(i) the product of 
(A) $15,500, and 


(B) the quotient obtained when the average wage for 
the year is divided by the average wage for 1998, 


rounded to the nearest multiple of $10, or, if that product. 
is equidistant from 2 such consecutive multiples, to the 
higher thereof, and 


(ii) the money purchase limit for the preceding year; 


Paras. (g) to (j) substituted for para..(g) of the definition “money 
purchase limit” in subsec. 147.1(1), by 1996, c. 21, s. 36, applicable 
after 1995. Para. (g) formerly read: 


(g) for each year thereafter, the greater of 
(i) the product of 
(A) $15,500, and 


(B) the quotient obtained when the average wage for 
the year is divided by the average wage for 1995, 


rounded to the nearest multiple of $10, or, if that product 
is equidistant from two such consecutive multiples, to the 
higher thereof, and 


(ii) the money purchase limit for the immediately preced- 
ing calendar year; 


“Money purchase limit” in subsec. 147.1(1) amended by 1994, c. 7, 
Sch. VIII (1993, c. 24), subsec. 85(1), applicable after 1991. That 
definition formerly read: 


“money purchase limit” for a calendar year means 

(a) for years preceding 1990, nil, 
(b) for 1990, $11,500, 
(c) for 1991, $12,500, 
(d) for 1992, $13,500, 
(e). for 1993, $14,500, 
(f) for 1994, $15,500, and 
(g) for each year thereafter, the greater of 

(i) the product of 

(A) $15,500, and 


(B) the quotient obtained when the average wage 
for the year is divided by the average wage for 
1994, 


rounded to the nearest multiple of ten dollars, or, if 
that product is equidistant from two such consecutive 
multiples, to the higher thereof, and » 


(ii) the money purchase limit for the immediately 
preceding calendar year; 


“money purchase provision” of a pension plan 
means terms of the plan 


(a) which provide for a separate account to be 
maintained in respect of each member, to which 
are credited contributions made to the plan by, or 
in respect of, the member and any other amounts 
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allocated to the member, and to: which are 
charged payments made in respect of the mem- 
“Her. -and 


(b) under which the only benefits in respect of a 

member are benefits determined solely with ref- 

erence to, and provided by, the: amount in the 

member’s account; 
Interpretation Bulletins: IT-167R6: Registered pension plans — 
employee’s contributions; IT-528: Transfers of funds between regis- 
tered plans. 


“multi-employer plan” in a calendar year has the 
meaning assigned by regulation; 

Related Provisions: 147.1(9) — Pension adjustment limits — 
multi-employer plans; 252.1 — Where union is employer; Reg. 
8510(5) — Special rules — multi-employer plan. 

Regulations: 8500(1), 8510(1) (meaning of “multi-employer 
plan”). 


“participating employer”, in relation to a pension 
plan, means an employer who has made, or is re- 
quired to make, contributions to the plan in respect 
of the employer’s employees or former employees, 
or payments under the plan to the employer’s em- 
ployees or former employees, and includes a pre- 
scribed employer; 


Regulations: 8308(7)(c) (prescribed employer). 


Interpretation Bulletins: IT-363R2: Deferred profit sharing 
plans — deductibility of employer contributions and taxation of 
amounts received by a beneficiary. 


“past service event” has the meaning assigned by 
regulation; ; 

Related Provisions: 147.1(10) — Past service benefits. 
Regulations: 8300(1), (2) (past service event). 


“single amount” means an amount that is not part of 
a series of periodic payments; 

Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 


“specified multi-employer plan” in a calendar year 
has the meaning assigned by regulation; 


Related Provisions: 252.1 — Where union is employer. 
Regulations: 8506(1), (3), 8510(2)-(8). 


“spouse” — [Repealed] 


History: “Spouse” repealed by 1994, c..7, Sch. VIII (1993, c. 24), 
subsec. 85(2), applicable after 1992. [See now subsec. 252(4).] That 
definition formerly read: 


“spouse” of an individual has the meaning assigned by sub- 
section 146(1.1); 


“wage measure” for a month means the average 
weekly wages and salaries of 


(a) the Industrial Aggregate in Canada for the 
month as published by Statistics Canada under 
the: Statistics Act, or 


(b) in the event that the Industrial Aggregate 
ceases to be published, such other measure for 
the month as.is prescribed by regulation under the 
Canada Pension. Plan for the purposes of para- 
graph 18(5)(b) of that Act. 
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Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans. 


(2) Registration of plan — The following rules 
apply with respect to the registration of pension 
plans: . : ; . 


(a) the Minister shall not register a pension plan 
unless : 


(i) application for registration is made in pre- 
scribed manner by the plan administrator, 


(ii) the plan complies with prescribed condi- 
tions for registration, and, 


(iii) where the plan is required to be registered 
under the Pension Benefits Standards. Act, 
1985 or a similar law of a province, applica- 
tion for such registration has been made; 


(b) where a pension plan that was submitted for 
registration before 1992 is registered by the Min- 
ister, the registration is effective from. the day 
specified in writing by the Minister; and. 


(c) where a pension plan that is submitted for re- 
gistration after 1991 is registered by the Minister, 
the registration is effective from:the later of «: 


(i) January 1 of the calendar year in which ap- 
plication for registration is made in prescribed 
manner by the plan administrator, and 
(ii) the day the plan began. G 
Related Provisions: 149(1)(0) — Exemption — pension trust; 
172(5) — Deemed refusal to register; 241 (4)G) — Communication 
of information — exception. 
History: Paras. 147.1(2)(b) and (c) amended by 1994; c.°7, Sch. 


VIII (1993, c. 24), subsec. 85(3), applicable after 1990. Paras. (b) 
and (c) formerly read: 


(b) where a pension plan that is submitted for registration 
before 1991 is registered by the Minister, the registration is 
effective from such day as is specified in writing by the Min- 
ister; and 

(c) where a pension plan that is submitted for registration af- 
ter 1990 is registered by the Minister, the registration is effec- 
tive from the later of 


(i) January 1 of the calendar year in which application for 
registration is made in prescribed manner by the plan ad- 
ministrator, and 


(ii) the day of commencement of the plan. 


Regulations: Part LXXXV; 8501(1) (prescribed conditions); 
8512(1), (2) (prescribed conditions, prescribed manner). 


Information Circulars: 72-13R8: Employees’ pension plans 
[partly superseded by new Regulations]. 


Forms: T510: Application for registration of a pension plan. 


(3) Deemed registration — Where application is 
made to the Minister for registration of a pension 
plan for the purposes of this Act and, where the man- 
ner for making the application has been prescribed, 
the application is made in that manner by the 
administrator, 


(a) subject to paragraph (b), the plan is, for the 
purposes of this Act other than paragraphs 60(j) 
and (j.2) and sections 147.3 and 147.4, deemed to 
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_ be a registered pension plan throughout the pe- 
riod that begins on the latest 


(i) January 1 of the calendar year in which the 
application is made, 


(ii) the day of commencement of the plan, and 
(iii) January 1, 1989 


and ending on the day on which a final determi- 
nation is made with respect to the application; 
and 


(b) where the final determination made with re- 
spect to the application is.a refusal to register the 
plan, this Act shall, after the day of the final de- 
termination, apply as if the plan had never been 
deemed, under paragraph (a), to be a registered 
pension plan, except that 


(i) any information return otherwise required 
to be filed under subsection. 207.7(3). before 
the particular day that is 90 days after the day 
of the final determination is not required to be 
filed until the particular day, and 


(ii) subsections 227(8) and (8.2) are not appli- 
cable with respect to contributions made to 
the plan on or before the day of the final 
determination. 

Related Provisions: 172(3) — Appeal from refusal to register, 


revocation of registration, etc.; 172(5) — Deemed refusal to 
register. . 


History: The opening words of para. 147.1(3)(a) amended by 1998, 
ce. 19, s. 173, applicable after 1996. The opening words formerly 
read: 


(a) subject to paragraph (b), the plan shall, for the purposes of 
this Act other than paragraphs 60(j) and (j.2) and section 
147.3, be deemed to be a registered pension plan throughout 
the period commencing on the latest of 


(4) Acceptance of amendments — The Minister 
shall not accept an amendment to a registered pen- 
sion plan unless 


(a) application for the acceptance is made in pre- 
scribed manner by the plan administrator; 


(b) the plan as amended complies with prescribed 
conditions for registration; and 


(c) the amendment complies with prescribed 
conditions. 
Related Provisions: 147.1(15) — Plan as registered. 
Regulations: 8501(1), 8511 (prescribed conditions); 8512 (pre- 
scribed manner). 


Forms: T920: Application for acceptance of an amendment .to an 
RPP. 


(5) Additional conditions — The Minister may, 
at any time, impose reasonable conditions applicable 
with respect to registered pension plans, a class of 
such plans or a particular registered pension plan. 


(6) Administrator — There shall, for each regis- 
tered pension plan, be a person or a body of persons 
that has ultimate responsibility for the administration 
of the plan and, except as otherwise permitted in 
writing by the Minister, the person or a majority of 


S. 147.1(8)(b) 


the persons who constitute the body shall be a person 
or persons resident in Canada. 
Related Provisions: 147.1(7)— Obligations of administrator; 


147.1(11) — Revocation of registration — notice of intention; 
250 — Residents. 


(7) Obligations of administrator — The admin- 
istrator of a registered pension plan shall 


(a) administer the plan in accordance with the 
terms of the plan as registered except that, where 
the plan fails to comply with the prescribed con- 
ditions for registration or any other requirement 
of this Act or the regulations, the administrator 
may administer the plan as if it were amended to 
so comply; Re eva} 
(b) before July, 1990, in the case of a person or 
body that is the administrator on January 1, 1989 
or becomes the administrator before June, 1990, 
and, in any other case, within 30 days after be- 
coming the administrator, inform the Minister in 
writing 

(i) of the name and address of the person who 

is the administrator, or 


(ii) of the names and addresses of the persons 
who constitute the body that is the administra- 
tor; and 


(c) where there is any change in the information 
provided to the Minister in accordance with this 
paragraph or paragraph (b), inform the Minister 
in writing, within 60 days after the change, of the 
new information. 
Related Provisions: 147.1(11) — Revocation of registration; 
147.1(15) — Plan as registered; 147.1(18) — Regulations; 
238(1) — Offences; 248(7)(a) — Mail deemed received on day 
mailed. 


Regulations: Part LXXXIV, Part LXXXV_ (prescribed 
conditions). 


Forms: T3P: Employees” pension plan information and income’ tax 
return. 


(8) Pension adjustment limits — Except as oth- 
erwise provided by regulation, a registered pension 
plan (other than a multi-employer plan) becomes, at 
the end of a calendar year after 1990, a revocable 
plan where es 


(a) the pension adjustment for the year of a mem- 
ber of the plan in respect of a participating em- 
ployer exceeds the lesser of 


(i) the money purchase limit for the year, and 


(ii) 18% of the member’s compensation from 
the employer for the year; or 


(b) the total of 


(i) the pension adjustment for the year of a 
member of the plan in respect of a participat- 
ing employer, and 

(ii) the total of all amounts each of which is 
the member’s pension adjustment for the year 
in respect of an employer who, at any time in 
the year, does not deal at arm’s length with 
the employer referred to in subparagraph (i) 
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exceeds the money purchase limit for the year. 


Related Provisions: 147(5.1)(c) — Contribution ‘limits: 
147.1111) — Revocation of ‘registration — notice of intention; 
147.3(13) — Excess transfer; 252.1 — Multi-employer plan — 
union as employer. 

Regulations: 8509(12) (limitation on application of 147.1(8)); 
8518 (where subsec. 147.1(8) not to apply). 


Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 


(9) Idem — multi-employer plans — Except as 
otherwise provided by regulation, a registered pen- 
sion plan that is a multi-employer plan (other than a 
specified multi-employer plan) in a calendar year af- 
ter 1990 becomes, at the end of the year, a revocable 
plan where 


(a) fora member and an employer, the total of all 
amounts each of which is the member’s pension 
credit (as prescribed by regulation) for the year in 
respect of the employer under a defined benefit or 
money purchase provision of the plan exceeds the 
lesser of 


(i) the money purchase limit for the year, and 


(11) 18% of the member’s compensation from 
the employer for the year; or 


(b) for a member, the total of all amounts each of 
which is the member’s pension credit (as pre- 
scribed by regulation) for the year in respect of 
an employer under’a defined benefit or money 
purchase provision of the plan exceeds the money 
purchase limit for the year. 
Related Provisions: 147.1(11) — Revocation of registration — 
notice of intention; 147,1(14) — Anti-avoidance — multi-employer 
plans; 147.3(13) —Excess transfer; Reg. 8301 — Pension 
adjustment. 
Regulations: 8301(4)-(6), (8) (pension credit); 8509(12) (limita- 
tion on application of 147.1(9)). 
Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 


(10) Past service benefits — With respect to 
each past service event that is relevant to the deter- 
mination of benefits in respect of a member under a 
defined benefit: provision of a registered pension 
plan, such benefits as are in respect of periods after 
1989 and before the calendar year in which the event 
occurred shall be determined, for the purpose of a 
payment to be made from the plan or a contribution 
to be made to the plan at a particular time, with re- 
gard to the event only if 


(a) where the member is alive at the particular 
time and except as otherwise provided by regula- 
tion, the Minister has certified in writing, before 
the particular time, that prescribed conditions are 
satisfied, 


(b) where the member died before the particular 
time and the event occurred before the death of 
the member, 


(1) this subsection did not require that the 
event be disregarded in determining benefits 
that were payable to the member immediately 
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before the member’s death (or that would 
have been so payable had the member been 
entitled to receive benefits under the provision 
immediately before the member’s death), or 


(ii) the event, as it affects, the benefits pro- 
vided to each individual who is entitled to 
benefits as a consequence of the death of the 
member, is acceptable to the Minister, 


(c) where the member died before the particular 
time and the event occurred after the death of the 
member, the event, as it affects the benefits pro- 
vided to each individual who is ‘entitled to bene- 
fits as a consequence of the death of the member, 
is acceptable to the Minister, and 


(d) no past service event that occurred before the 
event is required by reason of the application of 
this subsection to be disregarded at the particular 
time in determining benefits in respect of the 
member, 


and, for the purposes of this subsection as it applies 
with respect to contributions that may be made to a 
registered pension plan, where application has been 
made for a certification referred to in paragraph (a) 
and the Minister has not refused to issue the certifi-. 
cation, the Minister shall be deemed to have issued 
the certification. 

Related Provisions: 147.1(11) — Revocation of registration — 
notice of intention; 147.1(18) — Regulations; 147.2(1) — Pension 
contributions deductible — employer contributions; 241(4)(c) — 
Communication of information — exception; 248(8) — Occur- 
rences as a consequence of death. 


Regulations: 8300(6) (prescribed rules); 8306 (certification not 
required); 8307(2). (prescribed conditions); 8308(1) (benefits pro- 
vided before registration); 8519 (prescribed manner). 


Interpretation Bulletins: IT-167R6: Registered pension plans — 
employee’s contributions. ; 


Forms: T1004: Application for certification of a provisional past 
service pension adjustment. 


(11) Revocation of registration — notice of 
intention — Where, at any time after a pension 
plan has been registered by the Minister, 


(a) the plan does not comply with the prescribed 
conditions for registration, 


(b) the plan is not administered in accordance 
with the terms of the plan as registered, 


(c) the plan becomes a revocable plan, 


(d) a condition imposed by the Minister in writ- 
ing and applicable with respect to the plan (in- 
cluding a condition applicable generally to regis- 
tered pension plans or a class of such plans and-a 
condition first imposed before 1989) is not com- 
plied with, 


(e) a requirement under subsection (6) or (7) is 
not complied with, 


(f) a benefit is paid by the plan, or a contribution 
is made to the plan, contrary to subsection (10), 


(g) the administrator of the plan fails’ to file an 
information return or actuarial report relating to 
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the plan or to’a member of the plan as and when 
“required by regulation, . 


©(h) a participating employer fails to file an infor- 
~ mation return'relating to the plan or to a member 
of the plan as and'when required by regulation, or 


(i) registration of the plan under the Pension Ben- 
efits Standards Act, 1985 ora pare law ‘of a 
province is refused or revoked, 


the Minister may give notice (in this subsection and 
subsection (12) referred to as a “notice of intent”) by 
registered mail to the plan administrator that the 
Minister proposes to revoke the ‘registration of the 
plan as of a date specified in the notice of intent, 
which date shall. not be earlier than the date as of 
which, 


(j) where casks (a) applies, ‘the plan ta to 
-so comply, 


(k) where paragraph (b) applies, the plan was not 
‘administered “in accordance with ‘its terms as 
registered, 


(1) where paragraph (c) SS the plan became 
a revocable plan, 

(m) where paragraph (d) or pete the condi- 
tion or requirement was not.complied. with, 

(n) where paragraph (f) applies, the benefit: was 
paid or the contribution was made, : 

(0) where paragraph (g) or (h) applies, the infor- 
mation return or actuarial report was reas to 
be: filed,-and- a 


(p) where paragraph (i) applies; the neBiodetion 

referred to in that paragraph» was: refused: or 

revoked. 
Related Provisions: 147:1(8) — Pension. adjustment , limits; 
147:1(9) — Pension: adjustment limits — multi-employer plans; 
147.1(12) — Notice of revocation; 147.1(13) Revocation of re- 
gistration; 147,1(15)— Meaning,of,.“plan” .as._registered; 
147.1(18)(b).— Regulations; .147,30.2) —Restriction..re_ transfers; 
147.4(1)(d) — RPP. annuity -contract;.172(3).— Appeal from refusal 
to register, revocation. of registration, etc, 180(1) — Appeals to 
Federal Court of Appeal; 244(5)-— Proof.of service by. mail; 
248(7)(a) — Mail deemed received on day mailed. 


Regulations: 8501 (2), 8503(15). 


(12) Notice of revocation — Where ihe Minister 
gives a notice of intent to the administrator of a reg- 
istered pension plan, or the plan administrator ap- 
plies to the Minister ‘in writing for the revocation of 
the plan’s registration, the Minister may, 


(a) where the plan administrator has applied to 
the Minister in writing for the revocation of the 
plan’s registration, at any time after receiving the 
administrator’s application, and 


(b) in‘any other case, after 30 days after the Sepa 
of mailing of the notice of intent, 


give notice (in this subsection and in subsection (13) 
referred to as a “notice of revocation’) by registered 
mail to the plan administrator that the registration of 
the plan is revoked as of the date specified in the no- 
tice of revocation, which date may not be earlier than 


S. 147.1(17) 


the date specified in the notice of intent or the ad- 
ministrator’s application, as the case may be. 


(13) Revocation of registration — Where the 
Minister gives a notice of revocation to the adminis- 
trator of a registered pension plan, the registration of 
the plan is revoked.as of the date specified in the no- 


tice of revocation, unless the Federal Court of Ap- 


peal or a judge thereof, on application made at any 
time before the determination of an appeal pursuant 


to subsection 172(3), orders otherwise. 
Related Provisions: 


147.1112) — Notice of revocation; 
244(5) — Proof of service 3h mail; 248(7)(a) — ~ Mail deemed re- 
ceived on day mailed. | 


(14) Riiaveiaanee a multi-employer 


_ plans — Where at any time the Minister gives writ- 


ten notice to the administrators of two or more regis- 
tered pension plans, each of which is a multi-em- 
ployer plan, that this subsection is applicable in 
relation to those plans with respect to a calendar 
year, ~ : YER) 10 | 


(a) each of those plans that is a specified multi- 
employer plan in the year shall, for the purposes 
of subsection’ (9) (other than for the purpose of 
determining the pension credits referred to in 
paragraphs (9)(a)' and (b)), be deemed to be a 
multi-employer plan that is not a specified multi- 
employer plan; and ... ; 


(b) the: totals determined for the year under 
paragraphs (9)(a) and (b) shall be the amounts 
that would be determined if all the plans were a 
single plan. 


(15) Plan as registered — Any ererenee in this 
Act and the regulations to a pension plan as regis- 
tered means the terms of the plan on the basis of 
which the Minister has registered the plan for the 
purposes of this: Act and as amended by 


(a) each. amendment that has been accepted by 
the Minister, and 


(b) each amendment that has been submitted to 
the Minister for acceptance and that the Minister 
has neither accepted nor refused to accept, if it is 
reasonable to expect the Minister to accept the 
amendment, 


and includes all terms that. are not contained in the 
documents constituting the plan but that are terms of 
the plan by reason of the Pension Benefit ts Standards 


Act, 1985 ora similar law of a province. 


(16) Separate liability for obligations — Every 


| person who is a member of a body that is the admin- 
_ istrator of a registered pension plan is subject to all 


obligations imposed on administrators. by this Act or 
a regulation as if the person were the. administrator 
of the plan. 

Related Provisions: 238(1) — Offences. 

(17) Superintendent of Financial Institu- 


tions — The Minister may; for the purposes of this 
Act; obtain the advice of the Superintendent of Fi- 
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nancial Institutions with respect to any matter relat- 
ing to pension plans. 


(18) Regulations — The Governor in Council may 
make regulations 


(a) prescribing conditions for the registration of 
pension plans and enabling the’Minister to’ im- 
pose additional conditions or waive any condi- 
tions that are prescribed: 


(b) prescribing circumstances under which a reg- 
istered pension plan becomes a revocable plan; 


(c) specifying the manner of determining, or ena- 


bling the Minister to determine, the portion of a 
member’s benefits under a registered pension 
plan that is in respect of any period; 


(d) requiring administrators of registered pension 
plans to make determinations in connection with 
the computation of pension adjustments, past ser- 
vice pension adjustments, total pension adjust- 
ment reversals or any other related amounts (all 
such amounts referred to in this subsection as 
“specified amounts”); 


(e) requiring that the method used to determine a 
specified amount be :acceptable to. the Minister, 
where more than one method would. otherwise 
comply with the regulations; 


(f) enabling the Minister to permit or require a 
specified amount to be determined in a manner 
different from that set out in the regulations; 


(g) requiring that any person who has information 
required by another person in order to determine 
a specified amount provide the other person with 
that information; 


(h) enabling the Minister to require any person to 
provide the Minister with information relating to 
the method used to determine a'specified amount; 


(1) enabling the Minister to require any person to 
provide the Minister with information relevant to 
a-claim that paragraph (10)(a) is not applicable by 
reason of an exemption provided by regulation; 


(j) respecting applications for certifications for 
the purposes of subsection (10); 


(k) enabling the Minister to waive the require- 
ment for a certification for the purposes of sub- 
section (10); 


(1) prescribing rules for the purposes of subsec- 
tion (10), so that that subsection applies or does 
not apply with respect to benefits provided as ‘a 
consequence of particular transactions, events or 
circumstances; 


(m) requiring any person to provide the Minister 
or the administrator of a registered pension plan 
with information in connection with an applica- 
tion for certification for the purposes of subsec- 
tion. (10); 


(n) requiring any person who obtains a certifica- 
tion for the purposes of subsection (10) to pro- 
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vide the individual in respect of whom the certifi- 
cation was obtained with an information return; 


(0) requiring administrators of registered pension 
plans to file information with respect to amend- 
ments to such plans and to the arrangements for 
funding benefits thereunder; 


(p) requiring administrators of registered pension 
plans to file information returns respecting such 
plans; 

(q) enabling the Minister to require any person to 
provide the Minister with information for the pur- 
pose of determining whether the registration ofa 
pension plan may be revoked; 


(r) requiring administrators of registered pension 
plans to submit reports to the Minister, prescrib- 
ing the class of persons by whom the reports shall 
be prepared and prescribing information to be 
contained in those reports; 


(s) enabling the Minister to impose any require- 
ment that may be imposed by regulation made 
under paragraph (r); 

(t) defining, for the purposes of this Act, the ex- 
pressions “multi-employer plan”, “past service 
event”, “past service pension adjustment”, “pen- 
sion adjustment”, “specified multi-employer 
plan” and “total pension adjustment reversal’; 
and 


(u) generally to carry out the purposes and provi- 
sions of this Act relating to registered pension 
plans and the determination and reporting of 
specified amounts. 


Related Provisions: 221 — Regulations generally; 238(1) — 
Offences. 


History [147.1(18)]: Paras. 147.1(18)(d) and (t) amended by 1998; 
c. 19, subsecs. 39(1), (2), applicable after 1996. Paras. 147.1(18)(d) 
and (t) formerly read: 


(d) requiring administrators of registered pension plans to 
make determinations in connection with the computation of 
pension adjustments, past service pension adjustments or any 
other related amounts (all such amounts referred to in this 
subsection as “specified amounts”); 


(t) defining the expressions “multi-employer pian”, “past ser- 


vice event”, “past service pension adjustment”, “pension ad-. 
justment” and “specified multi-employer plan”; and 


Regulations: 8300-8520. 


Forms: T3P: Employees’ pension plan information and income tax 
return. 


Related Provisions [s. 147.1]: 87(2)(q) — Amalgamations — 
registered plans. 


Pre-RSC History [s. 147.1]: S. 147.1 added by 1990, c. 35, s. 16, 
subsecs. (1) to (15), applicable after 1988 except that, of the defini- 
tions in subsec. (1), “money purchase provision” is applicable after 
1985 and “defined benefit provision” and “single amount” are appli- 
cable after 1987. 


Definitions [s. 147.1]: “actuary”, “administrator? — 147.1(1); 
“amount” — 248(1); “as registered” — 147.1(15); “average 
wage” — 147.1(1); “calendar year” — Interpretation Act 37(1)(a); 
“Canada” — 255; “compensation”, “defined benefit provision” — 
147.1(1); “employer”, “employment” — 248(1); “Governor in 
Council” — Interpretation Act 35(1); “individual” — 248(1); 
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“member’”.— 147.1(1);, “Minister” — 248(1); “money purchase 
limit” — 147.1(1), 248(1); “money , purchase. provision” — 
147.1(1); “multi-employer plan” — 147.1(1), Reg. 8500(1); “of- 
fice” — 248(1); “participating employer” — 147.1(1); “past service 
event” — 147.1(1); Reg. 8300(1), (2); “past service pension adjust- 
ment” — 248(1), Reg. 8303; “pension adjustment” — 248(1), Reg. 
8301(1); “pension credit” — Reg. 8301(2)-(8), (10), (16); “person”, 
“prescribed” — 248(1); “province” — Interpretation Act 35(1); 
“registered pension plan”, “regulation” — 248(1); “resident in Can- 
ada” — 250: “single amount” — 147.1(1); “specified amount” — 
147.1(18)(d); “specified multi-employer plan” — 147.1(1), Reg. 
8510(2);, “spouse” — 146(1.1),:,147.1C1), 252(4)(a); “total pension 
adjustment reversal” — 248(1); “wage measure” — 147.1(1); “writ- 
ing” — Interpretation Act 35(1). 


147.2 (1) Pension contributions deductible — 
employer contributions — For a taxation year 
ending after 1990, there may be deducted in comput- 
ing the income of a taxpayer who is an employer the 
total of all amounts each of which is a contribution 
made by. the employer. after 1990. and either in the 
taxation-year or within 120 days after the end of the 
taxation year to a registered pension plan in respect 
of the employer’s employees or former employees, 
to the extent that 3 


(a) in the case of a contribution in respect of a 
money purchase provision of a:plan, the contribu- 
tion was made in accordance with the plan as reg- 


istered and in respect of periods before the end of » 


the taxation year; i 


(b) in the case of a contribution in respect of the 
defined benefit provisions of a plan (other than a 
-specified multi-employer plan), the contribution 


~ (i) is an eligible contribution, 


- (ii) was made to fund benefits provided to em- 
-ployees and former employees of the em- 
- ployer in respect of periods before the end of 

the taxation year, and 


(iii) complies with subsection 147.1(10), 


(c) in the case of a:contribution made to a plan 
that is a specified multi-employer plan, the con- 
tribution. was made in accordance with the plan as 
registered and in respect of periods before the end 
of the taxation year; and 


(d). the contribution was not deducted in comput- 
ing the income of the employer for a preceding 
taxation year. | 
Related Provisions: 6(1)(a)(i) — Employer’s contribution not a 
taxable benefit; 20(1)(q) — Employer’s contributions deductible; 
147.1(8), (9) — Pension adjustment limits; 147.2(2) — Employer 
contributions — defined benefit provisions. 


(2) Employer contributions — defined benefit 
provisions — For the purposes of subsection (1), a 
contribution made by an employer to a registered 
pension plan in respect of the defined benefit provi- 
sions of the plan is an eligible contribution if it is a 
prescribed contribution or if it complies with pre- 
scribed conditions and is made pursuant to a recom- 
mendation by an actuary in whose opinion the con- 
tribution is: required to be made so that the plan will 
have sufficient assets to pay benefits under the de- 
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fined benefit provisions of the plan, :as registered, in 
respect of the employees and former employees of 
the employer, where 


(a) the recommendation is based on an actuarial 
valuation that complies with the following condi- 
tions, except the conditions in subparagraphs (111) 
and (iv) to the extent that they are inconsistent 
with any. other conditions that apply for the pur- 
pose of determining whether the contribution is 
an eligible contribution: 


(i) the effective date. of the valuation is not 
more than 4 years before the day on which the 
contribution is made, 


(ii) actuarial liabilities and current. service 
costs are determined in accordance with an 
actuarial funding method that produces a rea- 
- sonable matching of contributions with accru- 
ing benefits, 


(iii) all assumptions made for the purposes of 
the valuation are reasonable at. the time the 
valuation is prepared and at the time the con- 
tribution is made, 


(iv) the valuation is prepared in accordance 
with generally accepted actuarial principles, 


(v) the valuation complies with prescribed 
conditions, which conditions may include 
conditions regarding the benefits that may be 
taken into account for the purposes of the val- 
uation, and 3 


(vi). where more than one employer partici- 
pates in the plan, assets and actuarial liabili- 
ties are apportioned in a reasonable. manner 
among participating employers in respect of 
their employees and former employees, and 


(b) the recommendation is approved by the Min- 
ister in writing, | 
and, for the purposes of this subsection and except as 
otherwise provided by regulation, 


(c) the benefits taken into account for the pur- 
poses of a recommendation. may include antici- 
pated cost-of-living and ‘similar adjustments 
where the terms of a pension plan do not require 
that those adjustments be made but it is reasona- 
ble to expect that they will be made, and 


(d) a recommendation with respect.to, the contri- 
butions required to be made. by an employer in 
respect of the defined benefit provisions of a pen- 

“sion plan may be prepared without regard to such 
portion of the assets of the plan apportioned to 
the employer in.respect of the employer’s em- 
ployees and former employees as does not exceed 
the least of | 


(i) the amount of actuarial surplus in respect 
of the employer, 


(ii) 20% of the amount of actuarial liabilities 
apportioned ‘to the employer in respect of the 
employer’s employees and former employees, 
and 
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(iii) the greater of 


(A) 2 times the estimated amount of cur- 
rent service contributions that would, if 
there were no actuarial surplus, be required 
to be made by the employer and the em- 
ployer’s employees for the 12 months im- 
mediately following the effective date of 
the actuarial valuation on which the rec- 
ommendation is based, and 


(B) the amount that would be determined 
under subparagraph (ii) if the reference 
therein to “20%” were read as a reference 
to “10%”’. 


Related Provisions: 147.2(3) — Filing of actuarial report. 


History: Para. 147.2(2)(b) amended by 1998, c. 19, subsec. 174(1), 
applicable after March 1996. Para. 147.2(2)(b) formerly read: 
(b) the recommendation is approved in writing by the Minis- 
ter on the advice of the Superintendent of Financial 
Institutions, 


Regulations: 8515(5) (prescribed conditions); 8516(1) (prescribed 
contribution). 


Information Circulars: 72-13R8: Employees’ pension plans. 


(3) Filing of actuarial report — Where, for the 
purposes of subsection (2), a person seeks the Minis- 
ter’s approval of a recommendation made by an ac- 
tuary in connection with the contributions to be 
made by an employer to a registered pension plan in 
respect of the defined benefit provisions of the plan, 
the person shall file with the Minister a report pre- 
pared by the actuary that contains the recommenda- 
tion and any other information required by the 
Minister. 


Related Provisions: Reg. 8410 — Actuarial report required on 
demand. 


(4) Amount of employee’s_ pension 
contributions deductible — There may be de- 
ducted in computing the income of an individual for 
a taxation year ending after 1990 an amount equal to 
the total of 


(a) service after 1989 —the total of all 
amounts each of which is a contribution (other 
than a prescribed contribution) made by the indi- 
vidual in the year to a registered pension plan in 
respect of a period after 1989, to the extent that 


the contribution was made in accordance with the | 


plan as registered, 


(b) service before 1990 while not a contrib- 
utor — the least of 


(i) the amount, if any, by which 


(A) the total of all amounts each of which 
is a contribution (other than an additional 
voluntary contribution or a'prescribed con- 
tribution) made by the individual in the 
year ora preceding taxation year and after 
1945 to a registered pension plan in re- 
spect of'a particular year before 1990, if all 
or any part of the particular year is in- 
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cluded in the individual’s eligible service 
under the plan and if 


(1) in the case of a contribution that the 
individual made before March 28, 1988 
or was obliged to make under the terms 
of an agreement in writing entered into 
before March 28, 1988, the individual 
was not a contributor to the plan in the 
particular year, or 


(If) in any other case, the individual 
was not a contributor to any registered 
pension plan in the particular year 
exceeds 
~ (B) the total of all amounts each of which 
is an amount deducted, in computing the 
individual’s income for a preceding taxa- 
tion year, in respect of contributions in- 
cluded in the total determined in respect of 
the individual for the year under clause 
(A), 
(ii) $3,500, and 


(iii) the amount determined by the formula 


($3,500 XY) = 
where 


Y is the number of calendar years’ before 
1990. each of which is a year 


(A) all or any part of which is: included 
in the individual’s eligible service 
under a registered pension plan to 
which the individual has made a contri- 
bution that is included in the total de- 
termined under clause (i)(A) and in 
which the individual was not a contrib- 
utor to any registered pension plan, or 


(B) all or any part of which is included 
in the individual’s eligible service 
under a registered pension plan to 
which the individual has made a 
contribution 


(I) that is included in the total deter- 
mined under clause (i)(A), and 


(II) that the individual made. before 
March 28, 1988 or was obliged to 
make under the terms of an agree- 
ment in writing entered into before 
March 28, 1988, and in which the 
individual was not a contributor to 
the plan, and ils 


Z. is the total of all amounts each of which is 
an amount deducted, in computing the in- 
dividual’s income for a preceding taxation 
year, 


(A) in respect of contributions included 
in the total determined in respect of the 
individual for the year under clause 
(1)(A), or 
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(B) where the preceding year was 
before 1987, under subparagraph 
8(1)(m)(ii) (as it-read in its application 
to that preceding year) in respect of ad- 
ditional voluntary, contributions. made 
in respect of a year that satisfies the 


conditions in the description of Y, and 


(c) service before 1990 while a contribu- 
tor — the lesser of 


@ the amount, if any, by which 


(A) the total of all amounts each of which 
is a contribution (other than an additional 
voluntary contribution, a prescribed contri- 
bution or a contribution included in the to- 
tal determined in respect of the mdividual 
for the year under clause (b)(i)(A)) made 
by the individual in the year or a preceding 
taxation year and after 1962 to.a registered 
pension plan-in respect ofa particular year 
before 1990.that is included; in whole:or in 
part, in the individual’s eligible service 
under the plan 


exceeds 


(B) the total ofall amounts each of which 
is an amount deducted, in computing the 
individual’s income fora preceding taxa- 
tion year, in respect of contributions in- 
cluded in the-total determined in respect of 
the individual for the year under clause 
(A), and | 


(ii) the amount, if any, by which $3, 500 ex- 
_ ceeds the total of the amounts deducted by 
reason of paragraphs (a) and (b) in computing 
the individual’s income for the year. 


Related Provisions: 8(1)(m)— Employee’ s RPP. contributions 
deductible; 56(1)(a)(i) — Pension benefits taxable when received; 
147:1(8), (9) — Pension: adjustment limits; 147.2(5)— Teachers; 
147.2(6) — Additional. deduction for year, taxpayer dies; 
152(6)(f) —= Minister required: to reassess past year: to allow addi- 
tional deduction following death; 257 — Formula cannot calculate 
to less than zero. 


History: Cl. (B) of the description of Z in subpara. 147.2(4)(b)(ii) 
amended by 1998, c. 19, subsec. 174(2), applicable to 1991 et seq. 
Cl. (B) formerly read: 
(B) under subparagraph 8(1)(m)(ii) (as it read in its applica- 
tion to the 1990 taxation year) in respect of additional volun- 
tary contributions made in respect of a,year that satisfies the 
conditions in the description of Y, and 


Regulations: 100(3)(a) (deduction of pension contribution from 
payroll reduces source withholding); 8502(b)(), 8503(4)(a), (b) 
(RPP contributions, permitted, by. employee). 


Interpretation Bulletins: IT-167R6: Registered pension plans — 
employee’s contributions. 


(5) Teachers — For the purpose of determining 
whether a teacher may deduct an amount contributed 
by the teacher to a’ registered pension plan in com- 
puting the teacher’s income for a taxation year end- 
ing after 1990. and before 1995. during which the 
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teacher was employed by Her Majesty or a person 
exempt from tax for the year under section 149, 


(a) clause (4)(b)()(A) shall be read without refer- 
ence to subclauses (4)(b)(i)(A)() and (ID; and 


(b) the description of Y in subparagraph 
(4)(b)Gii) shall be read as follows: 


“Y is the number of calendar years before 
1990 each of which is a year all or any part 

_ of which is included in the individual’s eli- 
gible service under a registered pension plan | 
to which the individual has made a contribu- 
tion that is included in the total determined 
under clause (1)(A), and” 


Related Provisions: 8(7) (applicable before 1991). 


Interpretation Bulletins: IT-167R6: Registered pension plans — 
employee’s contributions. 


(6) Deductible contributions when taxpayer 
dies — Where a taxpayer dies in a taxation ‘year, for 
the purpose of computing the taxpayer’s income for 
the year and the preceding taxation year, 


(a) paragraph (4)(b) shall be read without refer- 
vai to subparagraph (ii) and as if the reference 

“the least of’ were a reference to “the lesser 
“es and 


(b) paragraph (4)(c) shall be read without refer- 
ence to subparagraph (ii) and the words “the 
lesser of”. 


Related Provisions [147.2(6)]: 152(6)(f) — Minister required to 
reassess past year to allow additional deduction; 163(4)(b.1) — Ad- 
ditional deduction ignored when calculating penalties; 164(5)(h.01), 
164(5.1)(h.01) — No back interest on refund where past year 
reassessed. 


History. [147.2(6)]: Subsec. 147.2(6) added by 1998, c19, subsec. 
174(3), applicable to taxpayers who die after 1992. 


Related Provisions [147.2]: 8702N(@) — says — reg- 
istered plans. 


Pre-RSC History [s. 147.2]: S. 147.2 added by 1990, c. 35, s. 16, 
applicable after 1988. 


Definitions [147.2]: “actuary” — 147.1(1); “additional voluntary 
contribution”, “amount” — 248(1); “as registered” — 147.1(15); 
“defined benefit provision” — 147.1(1); “eligible contribution” — 


147.2(2); “employee”; “employer”, “individual”, “Minister” — 
248(1);, * spongy purchase provision’, “participating employer, — 
147-1¢1); “person”, peel le age perision’ plan”, “regu- 
lation” — 248(1); 

“taxation year” — 249; “writing” — Inter: 


“taxpayer” — 248(1); 
pretation Act 35(1). 


147.3 (1) Transfer — money. purchase to 
money purchase, RRSP or RRIF — An amount 
is transferred from, a registered pension plan in ac- 
cordance with this subsection if the amount 


(a) is.a single amount; 


(b) is transferred on behalf of a member in full or 
partial satisfaction of the member’s entitlement to 

- benefits under a money purchase spain of the 
plan as registered; and 
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(c) is transferred directly to 


(i) another registered pension plan to provide 
benefits in respect of the member under a 
money purchase provision of that plan, 


(ii) a registered retirement savings plan under 
which the member is the annuitant (within the 
meaning assigned by subsection 146(1)), or 


(iii) a registered retirement income fund under 

which the member is the annuitant (within the 

meaning assigned by subsection 146.3(1)). 
Related Provisions: 146(8.2) — Amount deductible where with- 
drawn after mistaken contribution; 147.3(9) — Taxation of amount 
transferred; 147.3(13) — Excess transfer. See additional Related 
provisions at end of s. 147.3. 


History: Subsec. 147.3(1) amended by 1994, c. 7, Sch: VIII (1993, 
c. 24), subsec. 86(1), to split off subparas. (c)(i) and (ii) and to add 
subpara. (iii), applicable to transfers occurring after August 29, 
1990. 


Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 


Information Circulars: 79-8R3: Forms to use to directly transfer 
funds to or between plans, or to purchase an annuity. 


Forms: T2151: Record of direct transfer of a “single amount”. 


(2) Transfer — money purchase to defined 
benefit — An amount is transferred from a regis- 
tered pension plan in accordance with this subsection 
if the amount 


(a) is a single amount; 


(b) is transferred on behalf of a member in full or 
partial satisfaction of the member’s entitlement to 
benefits under a money purchase provision of the 
plan as registered; and 


(c) is transferred directly to another registered 
pension plan to fund benefits provided in respect 
of the member under a defined benefit provision 
of that plan. 

Related Provisions: 147:1(10) — Past service benefits; 


147.3(9) — Taxation of amount transferred; 147.3(13) — Excess 
transfer. See additional Related provisions at end of s. 147.3. 


Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. | 

Information Circulars: 79-8R3: Forms to use to directly transfer 
funds to or between plans, or to purchase an annuity. 


Forms: T2151: Record of direct transfer of a “single amount”. 


(3) Transfer — defined benefit to defined 
benefit — An amount is transferred from a regis- 
tered pension plan (in this subsection referred to as 
the “transferor plan’) in accordance with this subsec- 
tion if the amount 


(a) is a single amount; 


(b) consists of all or any part of the property held 
in connection with a defined benefit provision of 
the transferor plan; 


(c) is transferred directly to another registered 
pension plan to be held in connection with a de- 
fined benefit provision of the other plan; and 


(d) is transferred as a consequence of benefits be- 
coming provided under the defined benefit provi- 
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sion of the other plan to one or more individuals 
who were members of the transferor plan. 


Related Provisions: 147.3(9) — Taxation of amount transferred. 
See additional Related provisions at end of s. 147.3. 


Regulations: 8517 (prescribed amount). 


Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 


Information Circulars: 79-8R3: Forms to use to directly transfer 
funds to or between plans, or to purchase an annuity, 


Forms: T2151: Record of direct transfer of a “single amount”. 


(4) Transfer — defined benefit to money 
purchase, RRSP or RRIF — An amount is trans- 
ferred from a registered pension plan in accordance 
with this subsection if the amount 


(a) is a single amount no portion of which relates 
to an actuarial surplus; 


(b) is transferred on behalf of a member in full or 
partial satisfaction of benefits to which the mem- 
ber is entitled, either absolutely or contingently, 
under a defined benefit provision of the plan as 
registered; 


(c) does not exceed a prescribed amount; and 
(d) is transferred directly to 


(i) another registered pension plan and allo- 
cated to the member under a money purchase 
provision of that plan, 


(ii) a registered retirement savings plan under 
which the member is the annuitant (within the 
meaning assigned by subsection 146(1)), or 


(ili) a registered retirement income fund under 
which the member is the annuitant (within the 
meaning assigned by subsection 146.3(1)). 


Related Provisions: 146(8.2) — Amount deductible where with- 
drawn after mistaken contribution; 147.3(9) — Taxation of amount 
transferred. See additional Related provisions at end of s. 147.3. 
History: Subsec. 147.3(4) amended by 1994, c. 7, Sch. VIII (1993, 
c. 24), subsec. 86(2), applicable to transfers occurring after 1988 
except that in its application to such transfers occurring before Au- 
gust 30, 1990, para. (d) shall be read as follows: 
(d) is transferred directly to 


(i). another registered pension plan and allocated to the 
member under a money purchase provision of that plan, or 


(ii) a registered retirement savings plan under which the 
member is the annuitant (within the meaning assigned by 
subsection 146(1)). 


Subsec. 147.3(4) formerly read: 


(4) Transfer — defined benefit to money purchase or 
RRSP — An amount is transferred from a registered pension 
plan in accordance with this subsection if the amount 


(a) is a single amount no portion of which relates to an 
actuarial surplus; 


(b) is transferred on behalf of a member in full or partial 
satisfaction of the member’s entitlement to benefits under 
a defined benefit provision of the plan as registered; 


(c) does not exceed a prescribed amount; and 
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(d) is transferred directly to another registered. pension 
plan to provide benefits in respect of the member under a 
money purchase provision of that plan or to a registered 
retirement. savings plan under which the member is the 
annuitant (within the meaning assigned by subsection 


146(1)). 
Regulations: 8517 (prescribed amount). 


Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 


Information Circulars: 79-8R3: Forms to use to directly transfer 
funds to or between plans, or to purchase an annuity. 


Forms: T2151: Record of direct transfer of ‘a “single amount”. 


(4.1) Transfer of surplus — defined benefit to 
money purchase — An amount is transferred 
from a registered pension plan in accordance with 
this subsection if the amount 


(a) is transferred in respect of the actuarial sur- 
plus under a defined benefit provision of the plan; 
and 


(b) is transferred directly to another registered 
pension plan and allocated under a money 
purchase provision of that plan to one or more 
members of that plan. 


Related Provisions: 60(j.01) — Transfer of surplus. 


History: Subsec. 147.3(4.1) added by 1994, c. 7, Sch. VIII (1993, 
c. 24), subsec. 86(2), applicable to transfers occurring after 1990. 


Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 


Information Circulars: 79-8R3: Forms to use to directly transfer 


funds to or between plans, or to purchase an annuity. 


Forms: T2151: Record of direct transfer of a “single amount”. 


(5) Transfer to RPP, RRSP or RRIF. for 
spouse on marriage breakdown — An amount 
is transferred from a registered pension plan in ac- 
cordance with this subsection if the amount 


(a) is a single amount, 


(b) is transferred on behalf of an individual who 
is a spouse or former spouse of a member of the 
plan and who is entitled to the amount under a 
decree, order or judgment of a competent tribu- 
nal, or under a written agreement, relating to a di- 
vision of property between the member and the 
individual in settlement of rights arising out of, or 
on a breakdown of, their marriage; and 


(c) is transferred directly to 


(i) another registered pension plan for the ben- 
efit of the individual, 


(ii) a registered retirement savings plan under 
which the individual is the annuitant (within 
the meaning assigned by subsection 146(1)), 
or 


(iii) a registered retirement income fund under 
which the individual is the annuitant (within 
the meaning assigned by subsection 146.3(1)). 


Related Provisions: 146.3(2)(f)(vi) — Conditions for RRIF; 
147.3(9) — Taxation of amount. transferred; 252(3), (4) — Ex- 


S. 147.3(6) 


tended meaning of “spouse” and “former spouse”. See additional 
Related provisions at end of s. 147.3. 


_ History: Subsec. 147.3(5) amended by 1994, c. 7, Sch. VIII (1993, 


c. 24), subsec. 86(2), applicable to transfers occurring after August 
29, 1990 except that in applying the subsec. before 1993, the refer- 
ence in para. (b) to “marriage” shall be read as a reference to “mar- 
riage or other conjugal relationship”. Subsec. (5) formerly read: 


» (5) Transfer to RPP or RRSP for spouse on marriage 
breakdown — An amount is transferred from a registered 
pension plan in accordance with this subsection if the amount 


(a) is a single amount; 


(b) is transferred on behalf of :an individual who is a 
spouse or former spouse of a member of the plan and 
who is entitled to the amount pursuant to a decree, order 
or judgment of a competent tribunal, or a written agree- 
ment, relating to a division of property between the:mem- 
ber and the individual in settlement of rights arising out 
of or on a breakdown of their marriage or other conjugal 
relationship; and 


(c) is transferred directly to another registered pension 
plan for the benefit of the individual or to a registered 
retirement savings plan under which the individual is the 
annuitant (within the meaning assigned by subsection 
‘146(1)). 


Interpretation Bulletins: [T-440R2: Transfer of rights to income; 
IT-528: Transfers of funds between registered plans. 


Information Circulars: 79-8R3: Forms to use to directly transfer 
funds to or between plans, or to purchase an annuity. 


Forms: T2151: Record of direct transfer of a “single amount”. 


(6) Transfer — pre-1991 contributions — An 
amount is transferred from a registered pension plan 
in accordance with this subsection if the amount 


(a) is a single amount; 


(b) is transferred on behalf of a member who is 
entitled to the amount as a return of contributions 
made by the member under a defined benefit pro- 
vision. of the plan before 1991, or as. interest 
(computed. at.a rate not exceeding a reasonable 
rate) in respect of those contributions; and 


(c) is transferred directly to 


(i) another registered pension plan for the ben- 
efit of the member, 


(ii) a registered retirement savings plan under 
which the member is the annuitant (within the 
meaning assigned by subsection 146(1)), or 


(iii) a registered retirement income fund under 
which the member is the annuitant (within the 
meaning assigned by subsection 146.3(1)). 


Related Provisions: 147.3(9) — Taxation of amount transferred. 
See additional Related provisions at end of s, 147.3. 


History: Para. 147.3(6)(c) amended by 1994, c. 7, Sch. VII (1993, 
c. 24), subsec. 86(3), to split off subparas. (i) and (ii) and add sub- 
para. (iii), applicable to transfers occurring after August 29, 1990. 


Interpretation Bulletins: IT-528: Transfers of funds, between 
registered plans. 


information Circulars: 79-8R3: Forms to use to directly transfer 
funds to or between plans, or to purchase an annuity. 


Forms: T2151: Record of direct transfer of a “single amount”. 
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(7) Transfer — lump sum benefits on death — 
An amount is transferred from a registered pension 
plan in accordance with this subsection if the amount 


(a) is a Single amount no portion of which relates 
to an actuarial surplus; 


(b) is transferred on behalf of an individual who 
is entitled to the amount as a consequence of the 
death of a member of the plan and who was a 
spouse or former spouse of the member at the 
date of the member’s death; and 


(c) is transferred directly to 


(i) another registered pension plan for the ben- 
_efit.of the individual, 


(ii) a- registered retirement savings plan under 
which the individual is the annuitant (within 
the meaning assigned by subsection 146(1)), 
or 


(ill) a registered retirement income fund under 

which the individual is the annuitant (within 

the meaning assigned by subsection 146.3(1)). 
Related Provisions: 104(27) — Pension benefits: 
146.3(2)(f)(vi) — Conditions for RRIF; 147.3(9) — Taxation. of 
amount transferred; 248(8)— Occurrences .as a consequence of 
death; 252(3), (4)(a) — Extended definition of “spouse” and “‘for- 
mer spouse”. See additional Related provisions at end of s. 147.3. 
History: Para. 147.3(7)(c) amended by 1994, c. 7, Sch. VIII (1993, 
c. 24), subsec. 86(4), to split‘off subparas. (i) and (ii) and add sub- 
para. (iii), applicable to transfers occurring after August 29, 1990. 


Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 
Information Circulars: 79-8R3: Forms to use to directly transfer 
funds to or between plans, or to purchase an annuity. 


Forms: 12151: Record of direct transfer of a “single amount”. 


(8) Transfer where money purchase plan 
replaces defined benefit plan — An amount is 
transferred from a registered pension plan (in this 
subsection referred to as the “transferor plan’) in ac- 
cordance with this subsection if 


(a) the amount is a single amount; 


(b) the amount consists ofall or any portion of 
the property held in connection with a defined 
benefit provision of the transferor plan; 


-(c) the amount is transferred directly to another 
registered pension plan to be held. in-connection 
with a money purchase provision of the other 
plan and used to satisfy employer obligations to 
make contributions under the money purchase 
provision; | 
(d) the amount is transferred in conjunction with 
the transfer of amounts from the defined benefit 
provision to the money purchase provision on’ be- 
half of all or a significant number of members of 
the transferor plan whose benefits under the de- 
fined benefit provision are replaced by “benefits 
under the money purchase provision; and 


(e) the transfer is acceptable to'the Minister and 
the Minister has so notified the administrator of 
the transferor plan in writing. 
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Related Provisions: 147.3(9) — Taxation of amount transferred: 
147.3(10) — Division of transferred amount, See additional Related 
provisions at end of s. 147.3. 


Interpretation Bulletins: IT-528: Transfers. of funds. between 
registered plans. 


Information Circulars: 79-8R3: Forms to use to. directly. transfer 
funds to or between plans, or to purchase an annuity. 


Forms: T2151: Record of direct transfer of a “single amount”. 


(9) Taxation of amount transferred — Where 
an amount is transferred in accordance with any of 
subsections (1) to (8), 


(a).the amount shall not, by reason only of that 
transfer, be included by reason of subparagraph 
56(1)(a)(i) in computing the income of any tax- 
payer; and 


(b) no deduction may be made under any provi- 
sion of this Act in respect of the amount in com- 
puting the income of any taxpayer. — 

Related Provisions: 147.3(11) — Division of transferred 


amount; 147.3(14.1) — Transfer of property between benefit provi- 
sions of the same plan; 212(1)Ch)Gii. 1)(A) — Amount. transferred 


_ under 147.3 excluded from withholding tax on-pension benefits. See 


additional Related provisions at end of s. 147.3. 


Interpretation Bulletins: IT-528: Transfers of. funds between . 


. registered plans. 


(10) Idem — Where, on behalf of an individual, an 
amount is transferred: from a registered pension plan’ 
(in this subsection referred to as the “transferor 
plan”) to another plan or fund (in this subsection re-: 
ferred to as the “transferee plan”) that is.a registered 
pension plan, a registered retirement savings plan or 
a registered retirement income fund and the transfer 
is not in accordance with any of subséctions (1) to 
(@jornn inland spain 62N0 
(a) the amount is deemed to have been paid from 
the transferor plan to the individual: 


(b) subject to paragraph (c), the individual shall 
be deemed to have paid the amount as a contribu- 
tion or premium to the transferee plan; and 


(c) where the transferee plan is a registered retire- 
ment income fund, for the purposes of subsection 
146(5) and Part X.1, the individual shall be 
deemed to have paid the amount at the time of the 
transfer as a premium under a registered retire- 
ment savings plan under which the individual 
was the annuitant (within the meaning assigned 
by. subsection 146(1)). 


Related Provisions: 146(5)(a)(v)(B) — Amount of, RRSP premi- 
ums deductible;. 147.3(11) — Division of transferred amount; 
147.3(12) — Restriction re transfers: 147.3(13.1) — Withdrawal of 
excessive transfers to RRSPs and RRIFs: 147.3(14.1) —= Transfer of 
property between benefit provisions. of the same plan: Part X.1 — 


_ Tax re overcontributions to deferred income plans. See additional 


Related provisions at end of s. 147.3. 


History: Para. 147.3(10)(a) amended by 1998, c. 19, subsec. 
175(1), applicable to transfers that occur after July 30, 1997. Para. 
147.3(10)(a) formerly read: ; 


(a) notwithstanding section 254, the amount shall’be deemec 
to have been paid from the transferor plan’ to’ the individual: 
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Subsec. 147.3(10) amended by 1994, c..7, Sch. VII (1993,.c. 24), 
subsec. 86(5), applicable to: transfers occurring after August 29, 
1990. Subsec. (10) formerly. read: 


(10) Idem — Where an amount is transferred froma regis- 
tered pension plan (in this subsection referred to as. the “trans- 
feror plan’’) to another registered pension plan or to a regis-_, 
tered retirement savings plan (in this subsection referred to as 
the “transferee plan”) on. behalf of. an individual and. the 
transfer is not in accordance with any of subsections (1) to 


(7), . 
(a) notwithstanding section 254, the amount shall be 
deemed to have been paid from the transferor plan to the 
individual; and 
(b) the individual shall be deemed to have paid the 
amount as a contribution or premium to the transferee 
plan. 


Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 


(11) Division of transferred amount — Where 
an amount is transferred from a registered pension 
plan to another registered pension plan, to a regis- 
tered retirement savings plan or to a registered retire- 
ment income fund anda portion, but not all, of the 
amount is transferred in accordance with any of sub- 
sections (1) to (8), 


(a) subsection (9) applies with respect to the por- 
tion of the amount that is transferred in accor- 
dance with any of subsections (1) to (8); and 


(b) subsection (10) applies with respect to the re- 
mainder of the amount. 


Related Provisions: 147.3(14.1) — Transfer of property between 
benefit provisions of the same plan. 


History: That portion of subsec. 147.3(11) preceding para. (a) 
amended by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 86(6), to 
add “‘or to a registered retirement income fund”, applicable to trans- 
fers occurring after August 29, 1990. 


(12) Restriction re transfers — A registered pen- 
sion plan becomes a revocable plan at any time that 
an amount is transferred from the plan to another 
registered pension plan, to a registered retirement 
savings plan or to a registered retirement income 
fund unless 


(a) the amount is transferred in accordance with 
any of subsections (1) to (8); or 


(b) where the amount is transferred on behalf of 
an individual, 


(i) the amount is deductible by the individual 
under paragraph 60(j) or G.2), or 


(ii) the Pension Benefits Standards Act, 1985 

or a similar law of a province prohibits the 

payment of the amount to the individual. 
Related Provisions: 147.1(11) — Revocation of registration — 


notice of intention. See additional Related provisions at end of s. 
147.3. 

History: That portion of subsec. 147.3(12) preceding para. (a) 
amended by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 86(7), to 
add “or to a registered retirement income fund”, applicable to trans- 
fers occurring after August 29, 1990. 


interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 


S. 147.3(13.1)(b) 


(13) Excess transfer — Where 


(a) the transfer in a calendar year of an amount 
from a registered pension plan on behalf of a 
member of the plan would, but for this subsec- 
tion, be in accordance with subsection (1) or (2), 
and . 


(b) the plan becomes, at the end of the year, a 
revocable plan as a consequence of an excess de- 
termined under any of paragraphs 147.1(8)(a) and 
(b) and (9)(a) and (b) with respect to the member 
(whether or not such an excess is also determined 
with respect to any other member), 


such portion of the amount transferred as may rea- 
sonably be considered to derive from amounts allo- 
cated or reallocated to the member in the year or 
from earnings reasonably attributable to those 
amounts shall, except to the extent otherwise ex- 
pressly provided in writing by the Minister, be 
deemed to be an amount that was not transferred in 
accordance with subsection (1) or (2), as the case 
may be. 


Interpretation Bulletins: IT-528: Transfers of funds between 
registered: plans. 


(13.1) Withdrawal of excessive transfers to 
RRSPs and RRIFs — There may be deducted in 
computing the income of an individual for a taxation 
year the lesser of 


(a) the amount, if any, by which 


(i) the total of all amounts each of which is an 
amount included under subsection 146(8), 
(8.3) or (12) or 146.3(5), (5-1) or (11) in com- 
puting the individual’s income for the year, to 
the extent that the amount is not a prescribed 
withdrawal, 


exceeds 


(ii) the total of all amounts each of which is an 
amount deductible under paragraph 60(1) or 
subsection 146(8.2) in computing the income 
of the individual for the year, and 


(b) the amount, if any, by which 


(i) the total of all amounts each of which is an 
amount that was 


(A) transferred to a registered retirement 
savings plan or registered retirement in- 
come fund under which the individual was 
the annuitant (within the meaning assigned 
by subsection 146(1) or 146.3(1), as the 
case may be), 


(B) included in computing the income of 
the individual for the year or a preceding 
taxation year, and 

(C) deemed by paragraph (10)(b) or (c) to 
have been paid by the individual as a pre- 
mium to a registered retirement savings 
plan, 
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exceeds 


(ii) the total of all amounts each of which is an 
amount 


(A) deductible under this subsection in 
computing the individual’s income for a 
preceding taxation year, or 


(B) deducted under subsection 146(5) in 
computing the individual’s income for a 
preceding taxation year, to the extent that 
the amount can reasonably be considered 
to be in respect of an amount referred to in 
subparagraph (i). il 


Related Provisions: 60(i)— Premium or payment under RRSP 
or RRIF;, 146(5) — Amount of RRSP premiums. deductible; 
146(8.2) — Amount. deductible where withdrawn after mistaken 
contribution. 


History: Subsec. 147.3(13.1) added by 1994, c. 7, Sch. VU (1993, 
c. 24), subsec., 86(8), applicable to 1992 et seg. except that in its 
application to the 1992 taxation year it shall be read as follows: 


(13.1) There may be deducted in computing the income of an 
individual for the 1992 taxation year the lesser of 


(a) the amount, if any, by which 


(i) the total of all amounts each of which is an... 
amount included under subsection 146(8), (8.3) or 
(12) or 146.3(5), (5-1) or (11) in computing the indi- 
vidual’s income for a taxation year ending.after 1988 
and before 1993, to the extent that the amount is not 

a prescribed withdrawal, 


exceeds 


(ii) the total of all amounts each of which is an 
amount deductible under paragraph 60(1) or subsec- 
tion 146(8.2) in computing the income of the individ- 
ual for a taxation year ending after 1988 and before 
1993, and 


(b) the amount, if any, by which 


(i) the total of all amounts each of which is an 
amount 


(A) transferred to a registered retirement savings 
plan or registered retirement income fund under 
which the individual was the annuitant (within 
the meaning assigned by subsection 146(1) or 
146.3(1), as the case may be), 


(B) included in computing the income of the in- 
dividual for the year or a preceding taxation 
year, and 


(C) deemed by paragraph (10)(b) or (c) to have 
been paid by the individual as a premium to a 
registered rétirement savings plan, 


exceeds 


(ii) the total of all amounts each of which is an 
amount deducted under subsection 146(5) in comput- 
ing the individual’s income for a preceding taxation 
year, to the extent that the amount can reasonably be 
considered to be in respect of an amount referred to 
in subparagraph (i). 

Interpretation Bulletins: IT-124R6: Contributions to registered 


retirement savings plans; IT-528: Transfers of funds between regis- 
tered plans. 


Forms: T1043: Calculating your deduction to offset RRSP or RRIF 
income if an excess amount from an RPP has been transferred to an 
RRSP or a RRIF. 
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(14) Deemed transfer — For the purposes of this 
section and the regulations, where property held in 
connection with a particular pension plan is made 
available to pay benefits under another pension plan, 
the property shall be deemed to have been trans- 
ferred from the particular plan to the other plan. 


(14.1) Transfer of property between provi- 
sions — Where property held in connection with a 
benefit provision of a registered pension plan is 
made available to pay benefits under another benefit 
provision of the plan, subsections (9) to (11) apply in 
respect of the transaction by which the property is 
made so available in the same manner as they would 
apply if the other benefit provision were in another 
registered pension plan. 


History: Subsec. 147.3(14.1) added by 1998, c. 19, s. 40, applica- 
ble to transactions that occur after July 30, 1997. 


(15) [Repealed] 


History: Subsec. 147.3(15) repealed by 1998, c. 19, subsec. 175(2), 
applicable after 1996. Subsec. 147.3(15) formerly read: 


(15) Annuity contract commencing after age 69 — 
Where, under circumstances in which paragraph 254(a) ap- 
plies, an individual receives before 1997 an interest in an an- 
nuity contract in full or partial satisfaction of the individual’s 
entitlement to benefits under a registered pension plan, and ~ 
payment of the annuity has not begun by the end of the ’par- 
ticular year in which the individual attains 69 years of age, 


(a) that interest is deemed not to exist after the particular 
year; 


(b) the individual is deemed to have received immedi- 
ately after the particular year the payment of a single 
amount from the plan equal to the fair market value of 
the interest at the end of the particular year; 


(c) the individual is deemed to have acquired immedi- 
ately after the particular year an interest in the annuity. 
contract as a separate and newly issued annuity contract 
at a cost equal to the amount referred to in paragraph (b); 
and. 


(d) the issue and acquisition of the ‘newly issued annuity 
contract are deemed not to be pursuant to or under a reg- 
istered. pension plan. 


Subsec. 147.3(15) added by 1997, c. 25, s. 45, applicable after 1996, 
except that 


(a) it does not apply to.an individual who attained: 70 years of 
age before 1997; 


(b) in applying the subsec. to an individual who attained 69 
years of age in 1996, the reference to “69 years of age” shall be 
read as a reference to “70 years of age”; and 


(c) it does not apply to an annuity contract where an individual 
received an interest in the contract before March 6, 1996 and, 
under the terms and conditions of the contract as they read im- 
mediately before that day, 


(i) the day on which the annuity payments are to begin 
under the contract is fixed and determined and is after the 
year in which the individual attains 


(A) 69 years of age, where the individual had not at- 
tained that age before 1997, or 


(B) 70 years of age, where the individual attained 69 
years of age in 1996, and 


(ii) the amount and timing of each annuity payment are 
fixed and determined. 
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Related Provisions [s. 147.3]: 60(j) — Transfer of superannua- 
tion benefits; 60(j.01) — transfer of surplus; 609.1) — Transfer of 
retiring allowances; 60(1) — Transfer of refund of RRSP premium, 
147(19)-(22) — Transfer to RPP, RRSP or DPSP; 147.1(3)(a) — 
Deemed registration; Reg. 8502(k). 


Pre-RSC History [s. 147.3]: S. 147.3 added by 1990, c. 35, s. 16, 
applicable in respect of amounts transferred after 1987 except that 
in its application in respect of amounts transferred before 1989 the 
section shall be read as follows: 


147.3 (1) An amount is transferred from a registered pension 
plan (in this subsection referred to as the “transferor plan”) in 
accordance with this subsection if the amount 


(a) is a single amount; 


(b) consists of all or any part of the property held in con- 
nection with a defined benefit provision of the transferor 
plan; 


(c) is transferred directly to another registered pension 
plan to be held in connection with a defined benefit pro- 
- vision of that other plan; and 


(d) is transferred asa consequence of benefits becoming 

provided under the defined benefit provision of the other 

plan to one or more individuals who. were members of 
- the transferor plan. 


(2) Where an amount is transferred in accordance with sub- 
section (1), 


(a) the amount shall not, by reason only of that transfer, 
be included by reason of subparagraph 56(1)(a)(i) in 
computing the income of any taxpayer; and _ 


(b) no deduction may be made under any provision of 
this Act in respect of the amount in computing the in- 
come of any taxpayer: 


Definitions [s. 147.3]: “administrator” — 147.1(1); “amount” — 
248(1); “as registered” — 147.1(15); “calendar year” — Interpreta- 
tion Act ’37(1)(a); “defined benefit provision” — 147.1(1); “em- 
ployer”, “forfeited amount” — 147(1); “individual” — 248(1); 
“marriage” —,252(4)(b);. “member” — 147.1(1);, “Minister” 
248(1); “money. purchase provision” — 147.1(1);, “property” — 
248(1); “province” — Interpretation Act 35(1); “registered pension 
plan” — 248(1); “registered retirement savings plan” — 146(1), 
248(1); “regulation” — 248(1); “single amount” — 147.1(1); 
“spouse” — 252(3), (4)(a); “taxpayer” — 248(1); “transfer”, “trans- 
ferred” — 147.3(14); “writing” — Interpretation Act 35(1). 


147.4 (1) RPP annuity contract — Where 


(a) at any time an individual acquires, in full or 
partial satisfaction of the individual’s entitlement 
to benefits under a registered pension plan, an in- 
terest in an annuity contract purchased from a li- 
censed ‘annuities provider, 


(b) the rights provided for under the contract are 
not materially different from those provided for 
under the plan as registered, . 


(c) the contract does not permit premiums to be 
paid at or after that time, other than a premium 


paid at that time out of or under the plan to 


purchase the contract, 


(d) either the plan is not a plan in respect of 
which the Minister may, under subsection 
147.1(11), give a notice of intent to revoke the 
registration of the plan or the Minister waives the 
application of this paragraph with respect to the 
contract and so notifies the administrator of the 
plan in writing, and 


S. 147.4(3)(a) 


(e) the individual does not acquire the interest as 
a consequence of a transfer of property from. the 
plan to a registered retirement savings plan or a 
registered retirement income fund, 


the following rules apply, for the purposes. of, this 
Act: | | 


(f) the individual is deemed not to have received 
an amount out of or under the registered pension 
plan as a consequence of acquiring the interest, 
and 


(g) other than for the purposes of sections 147.1 
-and. 147.3, any amount received ator after that 
time. by any individual under the contract is 
deemed. to have been received under the regis- 
tered pension plan. 


Related Provisions: 147.4(2)— Amendment to RPP annuity 
contract. ) 


History: Subsec. 147,4(1) added by 1998, c. 19, -s.:176, applicable 
to annuity. contract, acquisitions, amendments and substitutions that 
occur after July 30, 1997. 


(2) Amended contract — Where 


(a) an amendment is made at any time to an annu- 
ity contract to. which subsection (1). or paragraph 
254(a) applies (other than an amendment the sole 
effect of which is.to provide for an earlier annuity 
commencement that avoids the application of 
paragraph (4)(b)), and 


(b) the rights provided for under the contract are 
materially altered as a consequence of the 
amendment, 


the following rules apply for the purposes. of. this 
Act; 


(c) each individual who has an interest in the con- 
tract immediately before that time is deemed to 
have received at that time the payment. of an 
amount under a pension plan equal to the fair 
market value of the interest immediately before 
that time, 


(d) the contract as amended is deemed to be a 
separate annuity contract issued at that time oth- 
erwise than pursuant to or under a superannuation 
or pension fund or plan, and 


(e) each individual who has an interest in the sep- 
arate annuity contract immediately after that time 
is deemed to have acquired the interest at that 
time at a cost equal to the fair market value of the 
interest immediately after that time. 

History: Subsec. 147.4(2) added by 1998, c. 19, s. 176, applicable 


to annuity contract acquisitions, amendments and substitutions that 
occur after July 30, 1997. 


(3) New contract — For the purposes of this Act, 
where an annuity contract (in this subsection referred 
to as the “original contract”) to which subsection (1) 
or paragraph 254(a) applies is, at any time, substi- 
tuted by another contract, 
(a) if the rights provided for under the other con- 
tract are not materially different from those pro- 
vided for under the original contract, the other 
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contract is deemed to be the same contract as, and 
a continuation of, the original contract; and 


(b) in any other case, each individual who has an 
interest in the original contract immediately 
before that time is deemed to have received at 
that time the payment of an amount under a pen- 
sion plan equal to the fair market value of the in- 
terest immediately before that time. 

History: Subsec. 147.4(3) added by 1998, c. 19, s. 176, applicable 


to annuity contract acquisitions, amendments and substitutions that 
occur after July 30, 1997. 


(4) RPP annuity contract beginning after age 
69 — For the purposes of this Act, where, under cir- 
cumstances to which paragraph 254(a) applied, an 
individual acquired before 1997 an interest in an an- 
nuity contract in full or partial satisfaction of the in- 
dividual’s entitlement to benefits under a registered 
pension plan, and payment of the annuity has not be- 
gun by the end of the particular year in which the 
individual attains 69 years of age, 


(a) the interest is deemed not to exist after the 
particular: year; 


(b) the individual is deemed to have received im- 
mediately after the particular year the payment of 
an amount from the plan equal to the fair market 
value of the interest at the end of the particular 
year; 


(c) the individual is deemed to have acquired im- 
mediately after the particular year an interest in 
the contract as a separate annuity contract issued 
immediately after the particular year at a cost 
equal to the amount referred to in paragraph (b): 
and 


(d) the issue and acquisition of the separate annu- 
ity contract are deemed not to be pursuant to or 
under a registered pension plan. 


History: Subsec. 147.4(4) added by 1998, c. 19, s. 176, applicable 
after 1996, except that 


(a) it does not apply to an individual who attained 70 years of 
age before 1997; 


(b) in applying it to an individual who attained 69 years of age 
in 1996, the reference in that provision to “69 years of age” 
shall be read as a reference to “70 years of age”; and 


(c) it does not apply to an annuity contract if an individual re- 
ceived an interest in the contract before March 6, 1996 and, 
under the terms and conditions of the contract as they read im- 
mediately before that day, 


(i) the day on which the annuity payments are to begin 
under the contract is fixed and determined and is after the 
year in which the individual attains 


(A) 69 years of age, if the individual had not attained 
that age before 1997, or 


(B) 70 years of age, if the individual attained 69 years 
of age in 1996, and 


(ii) the amount and timing of each annuity payment are 
fixed and determined. 


Definitions [147.4]: “annuity”, “individual”, “licensed annuities 
provider”, “Minister”, “registered pension plan” — 248(1); “Tegis- 
tered retirement income fund” — 146.3(1), 248(1); “registered re- 
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lirement savings plan” — 146(1), 248(1); “writing” — Interpreta- 
tion Act 35(1). 


Life Insurance Policies 


148. (1) Amounts included in computing 
policyholder’s income — There shall be in- 
cluded in computing the income for a taxation year 
of a policyholder in respect of the disposition of an 
interest in a life insurance policy, other than.a policy 
that is or is issued pursuant to 


(a) a registered pension plan, 

(b) a registered retirement savings plan, 
(b.1) a registered retirement income fund, 
(c) an income-averaging annuity contract, 
(d) a deferred profit sharing plan, or 

(e) an annuity contract where 


(i) the payment for the annuity contract was 
deductible under paragraph 60(1) in comput- 
ing the policyholder’s income, or 


(ii) the policyholder acquired the annuity con- 
tract in circumstances to which subsection 
146(21) applied, 


the amount, if any, by which the proceeds of the dis- 
position of the policyholder’s interest in the policy 
that the policyholder, beneficiary or assignee, as the 
case may be, became entitled to receive in the year 
exceeds the adjusted cost basis to the policyholder of 
that interest immediately before the disposition. 
Related Provisions: 20(1)(e.2) — Deduction for premiums on 
life insurance used as collateral: 56(1)(4) — Income inclusion — 
life insurance policy proceeds; 60(s) — Deduction of policy loan re- 
payment; 138(3) — Deductions allowed in computing income: 
138.1(7) — Where segregated fund policyholder deemed to be trust, 
etc.; 148(2)— Deemed proceeds of ‘disposition; 148(9)“adjusted 
cost basis”C — disposition amount included in adjusted cost basis. 
See additional Related provisions and Definitions at end of s. 148. 
History: Para. 148(1)(e) substituted by 1994, c. 21, s, 73, applica- 
ble to dispositions occurring after August 1992. That para. formerly 
read; 

(e) an annuity contract, the payment for which was deductible 

in computing the: policyholder’s. income. by virtue of para- 

graph 60(1), ; : 
Para. 148(1)(b.1) added by 1994, c..7, Sch VII (1993, ¢. 24),-sub- 
sec. 87(1), applicable to 1991 et seq. ; 
Pre-RSC History: Subsec. 148(1) substituted by. 1980-8 1-82-83, 
c. 140, subsec. 102(1), applicable with respect to. dispositions occur- 
ring after November 12, 1981. Subsec. 148(1) formerly read: 


148. (1) There shall be included in computing the income for 
a taxation year of a policyholder in respect of the disposition 
of an interest in a life insurance policy other than, 


(a) an annuity contract that is not a life annuity contract 
as defined by regulation, or 


(b) a policy that is or is issued pursuant to 
(i) a registered pension fund or plan, 
(i1).a registered retirement savings plan, 
(ili) an income-averaging annuity contract,, or. 


(iv) a deferred profit sharing plan 
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the amount, if any, by which the proceeds of the disposition 
of that interest in the policy that the policyholder, beneficiary 
or assignee, as the case may be, became entitled to receive in 
that year exceeds the adjusted cost basis to the policyholder 
of that interest immediately before the disposition. 


Subsec. 148(1) substituted by 1977-78, c. 1, subsec. 74(1), applica- 
ble to 1978 et seg. except that, with respect to the 1972 to 1977 
taxation years, that portion of para. 148(1)(b) preceding subpara. (i) 
shall be deemed to have read as follows: 


(a) in respect of any life insurance policy (other than a policy 
that is issued or effected as a registered retirement savings 
plan or that is issued pursuant to a registered pension fund or 
plan) all or any part of the insurer’s reserves for which vary 
in amount depending on the fair market value of a specified 
group of assets (in this section referred to as a “segregated 
fund”), 
Subsec. 148(1) formerly read: 


148. (1) There shall be included in computing the income for 
a taxation year of a policyholder, 


(a) in respect of any life insurance policy other than an 
annuity contract, the amount, if any, by which the pro- 
ceeds of the disposition of an interest in the policy that he 
became entitled to receive in the year exceeds the ad- 
justed cost basis of the policy to the policyholder’ as’ of 
the time of the disposition; and 


(b) in respect of any life insurance policy (other. than a 
policy that is issued or effected as a registered retirement 
savings plan) all or any part of the insurer’s reserves for 
which vary in amount depending upon the fair market 
value of a specified group of assets (in this section re- 
ferred to as a “segregated fund”), 
(i) such portion of any amount allocated to the poli- 
cyholder in the year under the policy as was allo- 
cated out of gross revenue of the insurer from the 
segregated fund, other than gross revenue that is a 
dividend (other than a taxable dividend) received by 
the insurer on a share of the capital stock of any cor- 
poration, and 
(ii) such portion of any taxable capital gain for a tax- 
ation year of the insurer as is deemed by subsection 
142(2) to. be a taxable capital gain of, the 
policyholder. 
Para. 148(1)(b)-substituted by 1973-74, c. 14, s. 52, applicable to 
1972 et seq. 
Selected Cases [subsec. 148(1)]: Canada v. Chrysler.Canada 
Ltd., [1991] 2 C.T.C. 156 (FCTD); (sub nom. Canada v. Chrysler 
Canada Ltd. (No. 2)) [1992] 1 C.T.C. 61 (FCTD) (Employee stock 
ownership plan held to be an employee benefit plan as defined and 
taxable pursuant to paragraph 6(1)(g)). 


Regulations: 217(2) (information return). 

Interpretation Bulletins: IT-87R2: Policyholders’ income from 
life insurance policies; IT-244R3: Gifts by individuals of life insur- 
ance policies as charitable donations. 


(1.1) Amount included in computing 
taxpayer’s income — There shall be included in 
computing the income for a taxation year of a tax- 
payer in respect of a disposition of an interest in a 
life insurance policy described in paragraph (e) of 
the definition “disposition” in subsection. (9) the 
amount, if any, by which the amount of a payment 
described in paragraph (e) of that definition that the 
taxpayer became entitled to receive in the year ex- 
ceeds the amount that would be the taxpayer’s ad- 
justed cost basis of the taxpayer’s interest in the pol- 


S. 148(2)(d) 


icy immediately before the disposition if, for the 
purposes of the definition “adjusted cost basis” in 
subsection (9), the taxpayer were, in respect of that 
interest in the policy, the policyholder. 

Related Provisions: 56(1)(j) — Life insurance policy: proceeds 


included in income. See additional Related provisions and Defini- 
tions at end of s: 148. 


Pre-RSC History: Subsec. 148(1.1) added by 1979, c. 5, subsec. 
50(1), applicable to 1980 et seq. : 


Regulations: 217(2) (information return). 


(2) Deemed proceeds of disposition — For the 
purposes of subsections (1) and 20(20) and the defi- 
nition “adjusted cost basis” in subsection (9), 


(a) where atany time a policyholder becomes en- 
titled to receive under a life insurance policy a 
particular amount as, on account of, in lieu of 
payment of or in satisfaction of, a policy divi- 
dend, the policyholder shall be deemed 


(i) to have disposed of an interest in the policy 
at that time, and 


(ii) to have become entitled to receive pro- 
ceeds of the disposition equal to the amount, 
if any, by which . 


(A) the particular amount 
exceeds : 


_(B) the part of the particular amount ap-. 
plied immediately after that time to pay a 
premium under the policy or to repay a 
policy loan under the policy, as provided 
for under the terms and conditions of the 
policy; 

(b) where in a taxation year a holder of an interest 
in, or a person whose life is insured or who is the 
annuitant under, a life insurance policy (other 
than an annuity contract or an exempt policy) last 
acquired after December 1, 1982 or an annuity 
contract (other than a life annuity contract, as de- 
fined by regulation, entered into before Novem- 
ber 13, 1981 or a prescribed annuity contract) 
dies, the policyholder shall be deemed to have 
disposed of the policyholder’s interest in the pol- 
icy or the contract, as the case may be, immedi- 
ately before the death; | 


(c) where, as a consequence of a death, a disposi- 
tion of an interest in a life insurance policy is 
deemed to have occurred under paragraph (b), the 
policyholder immediately after the death shall be 
deemed to. have acquired the interest at a cost 
equal to the accumulating fund in respect thereof, 
as determined in prescribed manner, immediately 
after the death; and 


(d) where at any time a life insurance policy last 
acquired after December 1, 1982, or a life insur- 
ance policy to which subsection 12.2(9) of the In- 
come Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, applies by virtue of 
paragraph 12.2(9)(b) of that Act, ceases to be an 
exempt policy (otherwise than as a consequence 
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of the death of an individual whose life is insured 
under the policy or at a time when: that individual 
is totally and permanently disabled), the policy- 
holder shall be deemed to have disposed of the 
policyholder’s interest in the policy. at that-time 
for proceeds of disposition equal tothe accumu- 
lating fund with respect to the interest, as deter- 
mined in prescribed manner, at that time and _-to 
have reacquired the interest immediately after 
that time at a cost equal to those proceeds. 
Related Provisions: See Related provisions and Definitions at 
end of s. 148. 
History: Para. 148(2)(a) amended by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 87(2), applicable to policy dividends received or re- 
ceivable in taxation years beginning after December 20, 1991: Para. 
(a) formerly read: EOF 
(a) where at a particular time a policyholder became entitled 
to receive under a life insurance policy an amount as;-on ac- 
count or in lieu-of payment of, or in satisfaction of, a policy 
dividend, the policyholder shall be deemed to have disposed 
of an interest in the policy at that time and that amount shall 
be deemed to be proceeds of the disposition that the policy- 
holder became entitled to receive at that time; 


That portion of subsec. 148(2). preceding para. (a):amended by 
1994, c. 7, Sch. If (1991, c. 49), subsec. 121(1), to add reference to 
subsec. 20(20), applicable to dispositions occurring after 1989. 


Pre-RSC History: Para. 148(2)(b) amended by 1985, c. 45, sub- 
sec. 83(1), applicable with respect to deaths occurring in taxation 
years commencing after 1982, to substitute “(other than an annuity 
contract or an exempt policy)” for “(other than an annuity contract 
or a policy that was an exempt policy on December 31 of the imme- 
diately preceding year)” and to add “or a prescribed annuity con- 
tract” after “entered into before November 13, 1981”. 
Subsec. 148(2) substituted by 1980-81-82-83, ci 140, subsec. 
102(2), applicable with respect to dispositions occurring after No- 
vember 12, 1981. Subsec. 148(2) formerly read: 
(2) For the purposes of subsection (1) and paragraph (9)(a), 
where at a particular time a policyholder became entitled to 
receive under a life insurance policy an amount as, on ac- 
count-or in lieu of payment of, or in satisfaction of, a policy 
dividend, the policyholder shall be deemed to have disposed 
of an interest in the policy at:that time and the amount shall 
be deemed to be proceeds, of the disposition. that he became 
entitled to receive at that time. 
Regulations; 301 (life annuity contract); 304 (prescribed annuity 
contract); 307 (accumulating fund). 
I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 19527). 


Interpretation Bulletins: IT-87R2: Policyholders’ income from 
life insurance policies; IT-210R2: Income of decéased persons — 
periodic payments and investment tax credit; IT-430R3: Life insur- 
ance proceeds received by a private corporation or a partnership as a 
consequence of death. 


(3) Special rules for certain policies — For the 
purposes of this section, where all or any part of an 
insurer’s reserves for a life insurance policy vary in 
amount depending on the fair market value of a 
specified group of properties (in this subsection re- 
ferred to as a “segregated fund’), 


(a) in computing the adjusted cost basis of the 
policy, 
(1) an amount paid by the policyholder or on 
the policyholder’s behalf as or on account of 


Income Tax Act, Part I 


_ premiums under the policy’or to acquire an in- 
terest in the policy shall, to the extent that the 
amount was used by the insurer to acquire 
property for the purposes of the segregated 
fund, be deemed not to have been so paid, and 


(ii) any transfer of property by the insurer 
from the segregated fund that resulted in an 
increase in the portion of its reserves for the 
policy that do not vary with the fair market 
value of the segregated fund shall be deemed 
to have been a premium paid under the policy 
by the policyholder; and | 


(b) the proceeds of the disposition of an interest 
in the policy shall be deemed not to include the 
portion thereof, if any, payable out of the segre- 
gated fund. 


Pre-RSC History: Para. 148(3)(c) repealed by 1977-78, c. 1, sub- 
sec. 79(2), applicable to 1978 et seq. Para. 148(3)(c) formerly read: 


(c), any transfer. of property by the insurer to the segregated 
fund that resulted in an increase in the portion of the insurer’ s 
reserves for the policy that vary with the fair market value of 
the segregated fund and in a decrease in the portion of its 
reserves for the policy that do not so vary, shall be deemed to 
be a disposition of an interest in the policy entitling the poli-. 
cyholder to receive proceeds of disposition equal to the 
amount of the increase. 


(4) Income from disposition — For the purpose 
of computing a taxpayer’s income from the disposi- 
tion (other, than a disposition deemed to have oc- 
curred under paragraph (2)(a) or a disposition de- 
scribed’ in paragraph (b) of the definition 
“disposition” in subsection (9)) of a part of the tax- 
payer’s interest in a life insurance policy (other than 
an annuity contract) last acquired after December 1, 
1982 or an annuity contract, the adjusted cost basis 
to the taxpayer, immediately before the disposition, 
of the part is the proportion of the adjusted cost basis 
to the taxpayer of the taxpayer’s interest immedi- 
ately before the disposition that ; 


(a) the proceeds of the disposition 
are of 


(b) the accumulating fund with respect to the tax: 
payer’s interest, as determined in prescribed man- 
ner, immediately before the disposition. 
Pre-RSC History: Subsec. 148(4) added by. 1980-81-82-83, .c: 
140, subsec. 102(3), applicable with respect to dispositions occur- 
ring after November 12, 1981. (For history of former 148(4), see 
under subsecs. (4.1), (5).) A 
Regulations: 307 (accumulating fund). 


Interpretation Bulletins: IT-87R2: Policyholders’ iricome from 
life insurance policies. 


(4.1), (5) [Repealed under former Act] 
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Pre-RSC History: Former subsec. 148(4) and subsecs.. (4.1), (5) 
repealed by 1977-78, c. 1, subsec. 74(2), applicable to 1978, et seq. 
Those subsecs, formerly read: 


(4) Dividend deduction from tax — That proportion of any 
policyholder allocation from a segregated fund made to a pol- 
icyholder by an insurer at any time in its taxation year that | 


(a) such portion of the insurer’s gross revenue for the 
year from the fund as was taxable dividends received by 
it in the year from taxable Canadian corporations 


is of 
(b) the insurer’s gross revenue for the year from the fund, 


shall be deemed to be a taxable dividend received by the poli- 
cyholder from a taxable Canadian corporation in respect of 
shares of the capital stock thereof. 


(4.1) Interest deduction from tax — That proportion of any 
policyholder allocation from a segregated fund made to a pol- 
icyholder by an insurer at any time in its taxation year that 


(a) such portion of the insurer’s gross revenue for the 
year from the fund as would, if the insurer were an indi- 
vidual, be interest for the purposes of section 110.1 re- 
ceived by it in the year 


is of 
(b) the insurer’s gross revenue for the year from the fund, 


shall, for the purposes of section 110.1, be deemed to be in- 
terest received by the policyholder: 


(5) Deductions for foreign tax — For the purposes of seéc- 
tion 126 the following rules apply: 


(a) that proportion of any policyholder allocation from a 
segregated fund made by an insurer toa policyholder at 
any time in its taxation year that 


(i) such portion of the insurer’s gross revenue for the 
year from the fund as was dividends or interest pay- 
ments received by it in the yea from a non-resident 
person 


is of 


(ii) the insurer’s SkOSK revenue for the year from the 
fund 


shall be deemed to be income of the policyholder from 
sources in a country other than Canada; and 


(b) the policyholder shall be deemed to have paid as in- 
come tax to the government of that other country, on the 
amount deemed by paragraph (a) to be his income from 
sources in that other country, an amount equal to that 
proportion of the allocation that 


(i) the aggregate of taxes paid by the insurer to the. 
governments of countries other than Canada for the 
year in respect of the dividends and interest pay- 
ments so received by it (to the extent that such taxes 
were deducted in calculating, for the purposes of the 
relevant authority, the amount of the fund as of the 
end of the year) 


is of 
(ii) the insurer’s gross revenue for the year from the 
fund. 


Subsec. 148(4.1) added by 1974-75-76, c. 26, s. 102, applicable to 


1974 et seq. 


(6) Proceeds receivable as annuity — Where, 
under the terms of a life insurance policy (other than 
an annuity contract) last acquired before December 
2, 1982, a policyholder became entitled to receive 
from the insurer at any time before the death of the 
person whose life was insured thereunder, all the 
proceeds (other than policy dividends) payable at 


S. 148(7) 


that time under the policy in the form of an annuity 
contract or annuity payments, 


(a). the payments shall. be regarded as annuity 
payments made under an annuity contract; 


(b) the purchase price of the annuity contract 
shall be deemed to be the adjusted cost basis of 
the policy to the policyholder immediately before 
the first payment under that contract became pay- 
able; and 


(c) the annuity contract or annuity payments shall 
be deemed not to be proceeds of the disposition 
of an interest in the policy. 


Related Provisions: 148(10)(b) — References to “person where 
life was insured”. See also additional Related provisions and Defini- 
tions at end of s. 148. 


(7) Disposition at non-arm’s length and 
similar cases — Where, otherwise than by virtue 
of a deemed disposition under paragraph (2)(b), an 
interest of a policyholder in a life insurance policy is 
disposed of by way of a gift (whether during the pol- 
icyholder’s lifetime or by the policyholder’s, will), by 
distribution from a corporation or by operation of 
law only to any person, or in any manner whatever 
to any person with whom the policyholder was not 
dealing at arm’s length, the policyholder shall be 
deemed thereupon to become entitled to receive pro- 
ceeds of the disposition equal to the value of the in- 
terest at the time of the disposition, and the person 
who acquires the interest by virtue of the disposition 
shall be deemed to acquire it at a cost equal to that 
value. 


Related Provisions: See Related provisions and Definitions at 
end of.s. 148. : 


Pre-RSC History: All that portion of subsec. 148(6) preceding 
para. (a) and subsec. 148(7) substituted by 1980-81-82-83, c. 140, 
subsecs. 102(4), (5), applicable, as to that portion of subsec. 148(6), 
after December 1,.1982, and, as to subsec. 148(7), with respect to 
dispositions occurring after November 12, 1981. That portion of 
subsec. 148(6) and subsec. 148(7) formerly read: 


(6) Where, under the terms of a life insurance policy other 
than an annuity contract, a policyholder became entitled to 
receive from the insurer at a particular time before the death 
of the person whose life was insured thereunder, all of the 
proceeds (other than policy dividends) payable at that time 
under the policy in the form of an annuity contract or annuity 
payments, 


(7) Where an interest of a policyholder in a life insurance pol- 
icy other than an annuity contract that is not a life annuity 
contract as defined by regulation, is disposed of by way of 
gift (whether during his lifetime or by his will), by distribu- 
tion from a corporation or by operation of law only to any 
person, or in any manner whatever to any person with whom 
the policyholder was not dealing at arm’s length, the policy- 
holder shall’be deemed thereupon to become entitled to re- 
ceive proceeds of the disposition equal to the value of the in- 
terest at the time of the disposition, and the person who 
acquires the interest by virtue of the disposition shall be 
deemed to acquire it at a cost equal to such value. 


Subsec. 148(7) substituted by 1977-78,.c, 1, subsec, 74(3), applica- 
ble to 1978 et seq., to add “that is not a life annuity contract as 
defined by regulation,”. 
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(8) Idem — Notwithstanding any other provision in 
this section, where 


(a) an interest of a policyholder in a life insurance 
policy (other than an annuity contract) has been 
transferred to the policyholder’s child for no con- 
sideration, and 


(b) a child of the policyholder or a child of the 
transferee is the person whose life is insured 
under the policy, 


the interest shall be deemed to have been disposed of 
by the policyholder for proceeds of the disposition 
equal to the adjusted cost basis to the policyholder of 
the interest immediately before the transfer, and to 
have been acquired by the person who acquired. the 
interest at a cost equal to those proceeds. 

Related Provisions: 148(8.1) — Inter vivos transfer to spouse; 
148(8.2) — Transfer to spouse at death; 252(4) — Extended mean- 
ing of “spouse”. See additional Related provisions and Definitions 
at end of s. 148. 

History: Paras. 148(8)(a), (b) substituted by 1994, c. 7, Sch. II 
(1991, c. 49), subsec. 121(2), applicable to transfers and distribu- 
tions occurring after 1989. Paras. (a), (b) formerly read: 


(a) an interest of a policyholder in a life insurance policy 
(other than an annuity contract) has been transferred to 
(i) the policyholder’s 
consideration, 


spouse or child, for- no 


(i) the spouse or a former spouse of the policyholder, in 
settlement of rights arising out of their marriage, or 


(iii) an individual, pursuant to a decree, order or judg- 
ment of a competent tribunal made in accordance with 
prescribed provisions of the law of a province if that indi- 
vidual is a person within a prescribed class of persons Te- 
ferred to in those provisions, and 


(b) the transferee or a child of the policyholder or transferee 
is the person whose life is insured under the policy, 


Pre-RSC History: Subsec. 148(8) added by 1984, c. 45, subsec, 
56(1), applicable to taxation years commencing after. 1982. 


Subsec. 148(8) repealed by 1977-78, c. 1, subsec: 74(3), applicable 
after March 31, 1978. Subsec. 148(8) formerly read: . 


(8) Policy held on October 22, 1968 — Where 


(a) a policyholder owned an interest in a life insurance 
policy on October 22, 1968 and has not disposed of it on 
or before the policy’s tax anniversary, date, and 


(b) the value of the interest on the policy’s tax anniver- 
sary date (computed without regard to any premium that 
became payable on that date) exceeds the adjusted cost 
basis of the policy as of that date (computed without ref- 
erence to this subsection and without regard to any pre- 
mium that became payable on that date, but after deduct- 
ing all policy dividends that became payable on’ that 
date), 


the policyholder shall, for the purposes of paragraph (9)(a), 
be deemed 


(c) to have acquired the interest on the policy’s tax anni- 
versary date at a cost equal to its value referred to in par- 
agraph (b), 


(d) to have not, on or before that date, been entitled to 
receive any proceeds of disposition of an interest in the 
policy, and 


(e) to have not, before that date, paid or had paid on his 
behalf any amount as or on account of premiums payable 
under the policy. 


Income Tax Act, Part I 


Regulations: 6500(1) (prescribed provisions and prescribed class 
of persons, for former 148(8)(a)(iii)). 


Interpretation Bulletins: IT-87R2: Policyholders’ income from 
life insurance policies. 


(8.1) Inter vivos transfer to spouse — Notwith- 
standing any other provision of this section, where 


(a) an interest of a policyholder in a life insurance 
policy (other than a policy that is, or is issued 
under, a plan or contract referred to in any of 
paragraphs (1)(a) to (e)) is transferred to 


(i) the policyholder’s spouse, or 


(i1) a former spouse of the policyholder in set- 
tlement of rights arising out of their marriage, 
and 


(iii) [Repealed] 


(b) both the policyholder and the transferee are 
resident, in Canada at the time of the transfer, 


unless an election is made in the policyholder’s re- 
turn of income under this Part for the taxation year in 
which the interest was transferred to have this sub- 
section not apply, the interest shall be deemed to 
have been disposed of by the policyholder for pro- 
ceeds of the disposition equal to the-adjusted cost ba- 
sis to the policyholder of the interest immediately © 
before the transfer and to have been acquired by the 
transferee at a cost equal to those proceeds. 

Related Provisions: 73(1) — Inter vivos transfer of property of 
spouse, etc,, or trust; 148(8.2)— Transfer to spouse at death: 
252(3), (4) — Extended meaning of “‘spouse” and “former spouse”. 
See additional Related provisions and Definitions at end of s. 148. 
History: Subpara. 148(8.1)(a)(iii) repealed by 1994, c. 7, Sch. VIII 
(1993, c. 24), subsec. 87(3), applicable after 1992. Subpara. (a)(iii) 
formerly read: 


(iii) an individual of the opposite sex under an order for the 
support or maintenance of the individual made by a compe- 
tent tribunal in accordance with the laws of a province, where 
the individual and the taxpayer cohabited in a conjugal rela- 
tionship before the date of the order, and 
Subsec. 148(8.1) added by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
121(3), applicable to transfers and dispositions occurring after 1989, 
except that, in its application with respect to transfers and distribu- 
tions occurring in 1990, an election referred to in this subsec. made 
by a policyholder or the legal representative of a deceased policy- 
holder by notifying the Minister of National Revenue in writing 
before 1992 [1994, c. 7, Sch. VIII (1993, c. 24), s. 159 provides that 
such an election made before December 11, 1993 shall be deemed 
to have been made before 1992] shall be deemed to have been made 
in the policyholder’s return of income under Part I of the Act for the 
1990 taxation year. 
Interpretation Bulletins: IT-87R2: Policyholders’ income from 
life insurance policies. 


(8.2) Transfer to spouse at death — Notwith- 
standing any other provision of this section, where, 
as a consequence of the death of a policyholder who 
was resident in Canada immediately before the poli- 
cyholder’s death, an interest of the policyholder in a 
life insurance policy (other than a policy that’is or is 
issued under a plan or contract referred ‘to in any of 
paragraphs (1)(a) to (e)) is transferred or distributed 
to the policyholder’s spouse who was‘ resident in 
Canada immediately before the death, unless an élec- 
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tion is made in the policyholder’s return of income 
under this Part for the taxation year in which the pol- 
icyholder died to have this subsection not apply, the 
interest shall be deemed to have been disposed of by 
the policyholder immediately before the death for 
proceeds of the disposition equal to the adjusted cost 
basis to the policyholder of the interest immediately 
before the transfer and to have been acquired by the 
spouse at a cost equal to those proceeds. 

Related Provisions: 70(6) — Where transfer ‘or distribution to 
spouse or trust; 148(9)‘‘adjusted cost basis”G.1 — “adjusted cost 
basis”; 248(8) — Occurrences as a consequence of death; 252(3), 
(4) —- Extended meaning of “spouse” and “former spouse”. See ad- 
ditional, Related provisions,and Definitions at.end of s. 148. 


History: Subsec. 148(8.2) added: by 1994, c: 7, Sch. IT (1991, c. 
49), subsec: 121(3), applicable to transfers and dispositions occur- 
ring after 1989, except that, in its application with respect to trans- 
fers and distributions occurring in 1990, an election referred to in 
this subsec.. made by a policyholder or the legal representative of a 
deceased policyholder by notifying the Minister of National Reve- 
nue in writing before 1992 [1994,.c. 7, Sch. VII (1993,..c., 24), s. 
159 provides that such an election made before December 11, 1993 
shall be deemed to have been made before 1992] shall be deemed to 
have been made in the policyholder’ s return of income under Part I 
of the Act for the 1990 taxation year. 


Interpretation Bulletins: [T-87R2: Policyholders’ income. from 
life insurance policies. 


(9) Definitions — In this section and paragraph 
56(1)(d.1) of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952, 


Related Provisions: 12.2(12) — Application of subsecs. 138(12) 
and 148(9). See additional Related provisions and Definitions at end 
of s. 148. 


Pre-RSC History: The opening words of subsec. 148(9) also re- 
ferred to s. 12.2. See now subsec., 12.2(12). 


he Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


‘“‘adjusted cost basis” to a policyholder as at a par- 
ticular time of the policyholder’s interest in a life in- 
surance policy means the amount determined by the 
formula } 


(A+B+C+D+E+F+G+Gl)-— 
(H+1+J+K +L) 


where 


A is the total of all amounts each of which is the 
cost of an interest in the policy acquired by the 
policyholder before that time but not including an 
amount referred to in the description of B or E, 


B is the total of all amounts each of which is an 
amount paid before that time by or on behalf of 
the policyholder in respect of a premium under 
the policy, other than amounts referred to in 
clause (2)(a)(ii)(B), in subparagraph (iii) of the 
description of C in paragraph (a) of the definition 
“proceeds of the disposition” or in subparagraph 
(b)(i) of that definition, 


C. is the total of all amounts each of which is an 
amount in respect of the disposition of an interest 
in the policy before that time that was required to 
be included in computing the policyholder’s in- 


S. 148(9) adj 


come or taxable income earned in Canada for a 
taxation year, 


D. is the total of all amounts each of which is: an 


amount in respect of the policyholder’s interest in 
the policy that was included by virtue of, subsec- 
tion. 12(3) or section 12.2 or of paragraph 

56(1)(d.1) of the Income Tax Act,.chapter 148 of 
the Revised Statutes of Canada, 1952, in comput- 
ing the policyholder’s income for any taxation 
year ending before that time or the portion of an 
amount ‘paid to the policyholder in respect of the 
policyholder’s interest in the policy on which tax 
was imposed by..virtue of paragraph 212(1)(0) 
before. that.time, _. 


E is-the total of all amounts each of sine is an 


amount: in respect of the repayment before that 
time and after March 31, 1978 of a policy loan 
not exceeding the total of the proceeds of the dis- 
position, if.any; in respect of, that; loan and the 
amount, if any, described in the description of J 
but not including any payment of interest thereon, 
any Joan, repayment that was. deductible. under 
paragraph -60(s) of this Act or. paragraph 
20(1)(hh) of the Income Tax Act, chapter: 148 of 
the Revised Statutes of Canada, 1952.(as it ap- 
plied in taxation years before 1985) or any loan 
repayment referred to. in clause (2)(a)(ii)(B), 


Fis the amount, if any, by which the cash surrender 


value of the policy as at its first anniversary date 
after March 31, 1977. exceeds the adjusted cost 
basis (determined under the Income Tax Act, 
chapter 148 of the Revised Statutes of. Canada, 
1952, as it would have read on. that date if sub- 
section 148(8) of that Act, as it read in its appli- 
cation to .the period ending. immediately before 
April 1, 1978, had not been applicable) of the 
policyholder’s interest in the policy on that date, 


G is, in the case of an interest in a life annuity con- 
tract, as defined by regulation, to which subsec- 
tion 12.2(1) applies for the taxation year that in- 
cludes that time (or would apply if the contract 
had an anniversary day in the year at a time when 
the taxpayer held the interest), the total of all 
amounts each of which is a mortality gain, as de- 
fined by regulation and determined by the issuer 
of the contract in accordance with the regulations, 
in respect of the interest immediately before the 
end of the calendar year ending in a taxation year 
commencing before that time, 


G.1 [is,] in the case of an interest in a life insurance 
policy (other than an annuity contract) to which 
subsection (8.2) applied before that time, the total 
of all amounts each of which is a mortality gain, 
as defined by regulation and determined by the 
issuer of the policy in accordance with the regula- 
tions, in respect of the interest immediately 
before the.end of the calendar year ending in a 
taxation year beginning before that time, 


H is the total of all amounts each of which is the 
proceeds of the disposition. of the policyholder’s 


1367 


S. 148(9) adj 


interest in the policy that the policyholder: be- 
came entitled to receive before that time, » 


I is the total of all amounts each of which is an 
amount in respect of the policyholder’s interest in 
the policy that was deducted by virtue of subsec- 
tion 20(19) in computing the policyholder’ S in- 
come for any taxation year commencing before 
that time, 


J. is the amount payable on March 31, 1978 in re- 
spect of a policy loan in respect of the policy, 


K is the total of all amounts each of which is an 
amount received before that time in respect of the 
policy that the policyholder was entitled to de- 
duct under: paragraph 60(a) in computing the pol- 
icyholder’s income for a taxation year, and 

L is 

(a) in the case of an interest in a life insurance 
policy (other than an annuity contract) that 
was last acquired after December 1, 1982 by 
the policyholder, the total of all amounts each 
of which is the net cost of pure insurance; as 
defined by regulation and determined by the 
issuer of the policy in accordance with the 
regulations, in respect of the interest immedi- 
ately before the end of the calendar year end- 


ing in a taxation year commencing after May 
31, 1985 and before that time, 


(b) in the case of an interest in an annuity con- 
tract to which subsection 12.2(1) applies for 
the taxation year that includes that time (or 
would apply if the contract had an anniversary 
day in the year and while the taxpayer held 
the interest), the total of all annuity payments 
paid in respect of the interest before that time 
and while the policyholder held the interest, or 


(c) in the case. of an interest in a contract. re- 
ferred to in the description of G, the total of 
all amounts each of which is a mortality loss, 
as. defined by regulation and determined by 
the issuer of the contract in accordance with 
the regulations, in respect of the. interest 
before that time; 


Related Provisions: 12.2(5) — Amounts included in income — 
taxpayer's interest in an annuity contract; 148(2) ~-Deemed pro- 
ceeds of disposition; 257 — Formula. cannot calculate to less than 
zero. See additional Related provisions and Definitions at end of s. 
148. 


History: The description of B in the definition “adjusted cost ba- 
sis” in subsec. 148(9) amended. by 1994, c.7, Sch. VIII (1993, c. 
24), subsec. 87(4), applicable to amounts paid in taxation years 
commencing after December 20, 1991. The description formerly 
read: 


Bis the total of all amounts each of which is an amount 
paid before that time, by the policyholder or on the poli- 
cyholder’s behalf, in respect of a premium under the 
policy, 


The description of E in “adjusted cost basis” amended by 1994, c. 7, 
Sch. VIL (1993, ¢; 24), subse. 87(5), applicable to loan repayments 
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occurring. in taxation years beginning after December 20,1991. The 
description formerly. read: 


E _ is the total of all amounts each of which is an amount in 
respect of the repayment before that time and after March 
31, 1978 of a policy loan not exceeding the total of the 
proceeds of the disposition, if any, in respect of that loan 
and the amount, if any, referred to-in the description of J 
but not including any payment of interest thereon or any 
repayment of the loan that was’ deductible pursuant to- 
paragraph 20(1)(hh) or 60(s), 


G.1 and its description added to “adjusted cost basis” by 1994, ¢; 7, 
Sch. VIII (1993, c. 24), subsecs. 87(3.1), (6), applicable to transfers 
and distributions occurring after 1989. 


The description of G in “adjusted cost basis” amended by 1 1994, ¢. 
7, Sch. II (1991, c. 49), subsecs. 121(4), to substitute “subsection: 
12.2(1)” for “subsection 12.2(1) or (3)” and to add “(or would apply 
if the contract had an anniversary day in the year at a time when the 
taxpayer held the interest)”, applicable. to policies last acquired after 
1989, 


Para. (b) of the description of L in para.’ 148(9)(a) substituted by 
1994,c. 7, Sch. Il (1991, c. 49), subsec.'121(5), applicable to poli- 
cies last acquired after 1989. Para. (b) formerly tead: 


(b) in the case of an interest in an annuity contract to which 
subsection 12. 2(1) or (3) applies, the total of all amounts each 
of which is an annuity payment paid in respect of the interest 
before that time and while the policyholder held the interest, 
or’ ae cd, 


Pre-RSC History: The definition “adjusted cost basis” was para. - 
148(9)(a). It. contained descriptive subparagraphs instead of the 
present formula. The pre-R.S.C. version read: 


(a) “adjusted cost basis” — “adjusted cost basis”-to\a poli-. 
_cyholder as at a particular time of his interest in a life insur- 
ance policy means the amount, if any, by which the aggregate 

of pee 
(1) the cost of each interest in the policy acquired by him 
before that time but not including an amount referred to 
in subparagraph (ii) or (iv), 


(it) all amounts each of which is an amount paid before 
that time, by him or on his behalf, in respect of a pre- 
mium under the policy, 


(iil) the aggregate of all amounts, each of which isan 
amount in respect of the disposition of an interest in the 
policy before that time that was required to be included 
in computing his income or taxable income earned in 
Canada. for a taxation year, 


(iii.1) the aggregate of all amounts each of which is an 
amount in respect of his interest in the policy that was 
included by virtue of subsection 12(3), section 12:2: or 
paragraph 56(1)(d.]) in computing his income for any 
taxation year ending before that time or the portion of an 
amount paid to him in respect of his interest in the policy 
on which tax was imposed by virtue of picastenl 
212(1)(0) before that time, 


(tv) all amounts, each of which is an amount in respect of 
the repayment before that time and after March,31, 1978 
of a policy loan not exceeding the aggregate of the pro- 
ceeds of the disposition, if any, in respect of that loan and 
the amount, if any, described in subparagraph (vii) but 
not including any payment of interest thereon or any re- 
payment of the loan that was deductible pursuant to par- 
agraph: 20(1)(hh) or 60(s), 


(v) the amount, if any, by which the-cash surrender value 
of the policy as at its first anniversary date after March 
31, 1977 exceeds the adjusted cost basis (determined 

~ under this Act as it would have read on that date if sub- 
section (8) had not been applicable) of ae interest in the 
policy on that date, and 
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(v.1) in the case of an interest in a life annuity contract, 
as defined by regulation, to which subsection 12.2(1) or 
(3) applies for the taxation year that includes that time, 

the aggregate of all amounts each of which is a mortality 

gain; as defined by regulation and determined by the is- 

suer_of the contract in accordance with the regulations, . 
in respect of the interest immediately before the end of 
the calendar year ending in a taxation year commencing 

before that time 


exceeds the aggregate of 


(vi) the aggregate of amounts each of which is proceeds 
of the disposition of his interest in the policy that he be- 
came entitled to receive before that time, 


(vi.1) the aggregate of all amounts each of which is an 
amount in respect of his interest in the policy that was 
deducted by virtue of subsection 20(19) in computing his 
income for any taxation year commencing before that 
time, 


(vii) the amount payable on March 31, 1978 in respect of 
- a policy loan in respect of the policy, 


(viii) the aggregate of all amounts each of which is an 
amount received before that time in respect of the policy 
that he was entitled to deduct under paragraph 60(a) in 
computing his income for a taxation. year; 


(ix) in the case of an interest in a life insurance policy 
(other than an annuity contract) that was last acquired 
after December 1, 1982 by the policyholder, the aggre- 
gate of all amounts each of which is the net cost of pure 
insurance, as defined by regulation and determined by 
the issuer of the policy in accordance with the regula- 
tions, in respect of the interest immediately before the 
end of the calendar year ending in. a taxation year com- 
mencing after May 31, 1985 and before that time, 


_ (x) in the case of an interest in an annuity.contract to 
which subsection 12,2(1) or (3) applies, the aggregate of 
all amounts each of which is an annuity payment paid in 
respect of the interest before that time and while the poli- 
cyholder held the interest, and 


(xi) in the case of an interest in a contract described in 
subparagraph (v.1), the aggregate of all amounts each of 
which is a mortality loss, as defined by regulation and 
determined by the issuer of the contract in accordance 
with the regulations, in respect of the interest before that 
time; 

See at end of subsec. 148(9). 


Regulations: 301 (life annuity contract — for 148(9)“adjusted 
cost’ basis”G); 308 (net cost of pure insurance — for 148(9)‘‘ad- 
justed ,cost. basis” L(a)). 


I.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins; IT-87R2: Policyholders’ income from 
life insurance policies; IT-149R4: Winding-up dividend; IT-355R2: 
Interest on loans to buy life insurance policies and annuity con- 
tracts, and interest on policy loans; IT-430R3: Life insurance pro- 
ceeds received by a private corporation or a partnership as a conse- 
quence of-death. See additional Related provisions and Definitions 
at end of s. 148. 


“amount payable’, in respect of a policy loan, has | 


the meaning assigned by: subsection, 138(12); 


Pre-RSC History: The definition “amount payable” was para. 
148(9)(a.1). 


See at end of subsec. 148(9). 


“cash surrender value” at a particular time of a life | 


insurance policy means its cash surrender value at 
that time computed without regard to any policy 


S. 148(9) dis 


loans made under the policy, any policy dividends 
(other than paid-up additions) payable under the pol- 
icy or any interest payable on those dividends; . 


Related Provisions: Reg. 1408(1)“cash surrender value” — Def- 
inition applies for policy reserve calculation. 


Pre-RSC History: The definition “cash surrender value” was 
para. 148(9)(b). ; 


See at end of subsec. 148(9). 


child” of a policyholder includes a child as defined 
in subsection 70(10); 


Related Provisions: 252(1) — Extended meaning of “child”. 
Pre-RSC History: The definition “child” was para. 148(9)(b.1). 
See at end of subsec. 148(9). 


“disposition”, in relation to an interest in a life in- 
surance policy, includes 


(a) a surrender thereof, 
(b) a policy loan made after March 31, 1978, 


(c) the dissolution of that interest by virtue of the 
maturity of the policy, 


(d) a disposition of that interest by operation of 
law only, and 


(e) the payment by an insurer of an amount (other 
than an annuity payment, a policy loan or a.pol- 
icy dividend) in respect of a policy (other than a 
policy described in paragraph (1)(a), (b), (c), (d) 
or (e)) that is a life annuity contract, as defined 
by regulation, entered into after November 16, 
1978, and before November 13, 1981, . 


but does not include 


(f) an assignment of all or any part of an interest 
in the policy for the purpose of securing a debt or 
~ a loan other than a policy loan, 


(g) a lapse of the policy in consequence of the 
premiums under the policy remaining unpaid, if 
the policy was reinstated not later than 60 days 
after the end of the calendar year in which the 
lapse occurred, 


(h) a payment under a policy as a disability bene- 
fit or as an accidental death benefit, 


(i) an annuity payment, 


(j) a payment under a life insurance policy (other 
than an annuity contract) that 


(i) was last acquired before December 2, 
1982, or 


(ii) is an exempt policy 


in consequence of the death of any person whose 
life was insured under the policy, or 


(k) any transaction or event by which an individ- 
ual becomes entitled to receive, under the terms 
of an exempt policy, all of the proceeds (includ- 
ing or excluding policy dividends) payable under 
the policy in the form of an annuity contract or 
annuity payments, if, at the time of the transac- 
tion or event, the individual whose life is insured 
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under the policy was totally and permanently 
disabled; 


Related Provisions: 60(s)— Deduction of policy loan repay- 
ment; 148(10)(b) — References to “person whose life. was insured”; 
248(8) — Occurrences as a consequence of death. See additional 
Related provisions and Definitions at end of s. 148. 

Pre-RSC History: The definition “disposition” was para. 
148(9)(c). See Table of Concordance. 


See at end of subsec. 148(9). 


Regulations: 301 ~ | (life 
148(9)‘‘disposition’(e)). 


Interpretation Bulletins: IT-85R2: Health and welfare trusts for 


annuity contract — for 


employees; IT-87R2: Policyholders’ income from. life insurance | 


policies. 


“interest”, in relation to a policy loan, has the mean- 
ing assigned by subsection 138(12); eye 


Pre-RSC History: The definition 
148(9)(c.1). 


See at end of subsec. .148(9). 


“interest” was para. 


“life insurance policy’ — [Repealed under former 
Act] 


“policy loan” means an amount advanced by an in- 
surer to a policyholder in accordance with the terms 
and conditions of the life insurance policy; 

Pre-RSC History: The definition “policy loan” was para. 
148(9)(e). 

See at end of subsec. 148(9). 


“premium”? under a policy includes- 


(a) interest paid after 1977 to’a life insurer in re- 

spect of a policy loan, other than interest deducti- 

ble in the 1978 or any subsequent taxation year 
pursuant to paragraph 20(1)(c) or (d), and 


(b) a prepaid premium under the policy to the ex- 
_ tent that it cannot be refunded otherwise than on 
termination or cancellation of the policy, 


but does not include 


(c) where the interest in the policy was last ac- 


quired after December 1, 1982, that portion of 
any amount paid after May 31, 1985. under the 
policy with respect to P 
(i) an accidental death benefit, 
(ii) a disability benefit, 
(iii) an additional risk’as a result of insuring a 
substandard life, 
(iv) an additional risk in respect of the conver- 
sion of a term policy into another policy after 
the end of the year, 
(v) an additional risk under a settlement 
option, 
(vi) an additional risk under a guaranteed in- 
surability benefit, or . 
(vii). any other prescribed benefit that is ancil- 
lary. to the policy; 
Related Provisions: 60(s) — Repayment of policy loan: See ad- 
ditional; Related provisions and Definitions at end of s. 148. 
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Pre-RSC History: The. definition “premium” was para. 
148(9)(e.1). See Table of Concordance. 


See at end of subsec. 148(9). 


“proceeds of the disposition” of an interest in a life 
insurance policy means the amount of the proceeds 
that the policyholder, beneficiary or assignee, as the 
case may be, is entitled to receive on a disposition of 
an interest in the policy and for greater certainty, 


(a) in respect of a surrender or maturity thereof, 
means the amount determined by the formula 


(A —-B)-—C 
where 


A is the cash surrender value of that interest in 
the policy at the time of surrender or maturity, 


B is that portion. of the cash surrender value rep- 
resented by A that is applicable to the policy- 
holder’s interest in the related segregated fund 
trust as referred to in paragraph 138.1(1)(e), 
and 


C is the total of amounts each of which is 


(i) an amount payable at that time by the 
policyholder in respect of a policy loan in 
respect of the policy, 
(ii) a premium under the policy that is due 
but unpaid at that time, or 
(iii) an amount applied, immediately after 
‘the time of the surrender, to pay a pre- 
mium under the policy, as provided for 
under the terms and conditions of the 
policy, 
(b) in respect of a policy loan made after: March 
31, 1978 means the lesser of 


(i) the amount of the loan, other than the part 
thereof applied, immediately after the loan, to 
pay a premium under the policy, as provided 
for under the terms and conditions of the pol- 
icy, and 


(ii) the amount, if any, by which the:cash sur: 
render value of the policy immediately before 
the loan was made exceeds the total of the 
balances outstanding at that time of any policy 
loans in respect of the policy, 
(c) in respect of a payment described in para- 
graph (e) of the definition “disposition” in this 
subsection, means the amount of that, payment, 
and 


(d) in respect of a disposition deemed to have 6c- 
curred under paragraph (2)(b), means the ac- 
cumulating fund in respect of the interest, as de- 
termined in prescribed manner, ; 


(i) immediately before the time of death in re- 
spect of a life insurance policy (other than an 
annuity contract) last acquired after December 
1, 1982, or : 


(ii) immediately after the time of death in re- 
spect of an annuity contract; 
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Related Provisions: 257 — Formula cannot calculate to less than 
zero. See additional Related Provisions and Definitions at end of s. 
148. 


History: The description of C in para. (a) of “proceeds of the dis- 
position” in’ subsec. 148(9) amended by 1994, c. 7, Sch. VIII (1993, 
c. 24), subsec. 87(7), applicable to surrenders occurring in taxation 
years commencing after December 20, 1991. That description for- 
merly read: 


Cis the total of all amounts each of which is an amount 
payable at that time by the policyholder in respect of a 
policy loan in respect of the policy or a premium under 

~ the policy that is due but unpaid at that time, 


Subpara. (b)(i) of “proceeds of the disposition” amended by 1994, c. 
7, Sch. VUI-(1993, c. 24), subsec. 87(8), applicable to policy loans 
made in taxation years beginning after December 20, 1991. That 
subpara. formerly read: 


(i) the amount of the loan, and 


Pre-RSC, History: The definition “proceeds. of the. disposition” 
was para. 148(9)(e.2). It contained descriptive subparagraphs in- 
stead of the present formula. The pre-R.S.C. version read: 


(e.2) “proceeds of the disposition” — “proceeds of the dis- 
position” of an interest in a life insurance policy means the 
amount of the proceeds that the policyholder, beneficiary or 
assignee, as the case may be, is entitled to receive on a dispo- 
sition of an interest in the policy and for greater certainty, 


(i) in respect of a surrender or maturity thereof, means 
the. amount, if any, by which : 


(A) the cash surrender value of that interest in the 
policy at the time of surrender or maturity (excluding 
that portion of the cash surrender value that is appli- 
cable to a policyholder’s interest in the related seg- 
regated fund. trust as referred to in paragraph 


138. 1(1)(e)) 
exceeds 


'(B) the aggregate of amounts each of which is an 
amount payable at that time by the policyholder in 
respect of a policy loan in respect of the policy or a 
premium under the policy that is due but unpaid at 
that time, 


(ii) in respect of a policy loan made after March 31, 1978 
means the lesser of . 


(A) the amount of the loan, and 


(B) the amount, if any, by which the cash surrender 
value of the policy immediately before the loan was 
made exceeds the aggregate of the balances out- 
standing at that time of any policy loans in respect of 
the policy, 7 


(iii) in respect of a payment described in subparagraph 
(c)(iv.1), means the amount of such payment, and 


(iv) in respect of a disposition deemed to have occurred 
under paragraph (2)(b), means the accumulating fund in 
respect of the interest, as determined in prescribed 
manner, 


(A) immediately before the time of death in respect of 
a life insurance policy (other than an annuity con- 
tract) last acquired after December 1, 1982, or 


(B) immediately after the time of death in respect.of 
an annuity contract; 


See at end-of subsec. 148(9). 


“relevant authority’ — [Repealed] 


S. 148(9) 


| History: The definition “relevant authority” i subsec. 148(9) re- 


pealed by 1997, c.25; 8. 46, applicable April 25, 1997. It formerly 
read: 


“relevant authority? has the meaning assigned by wae 
138(12); 


Pre-RSC History: The definition 


“relevant authority” was para. 
148(9)(e.3). 


See at end of subsec. 148(9). 


“tax anniversary date”, in relation to a life insur- 
ance policy, means the second anniversary date of 
the policy to occur after October 22, 1968; 


Pre-RSC History: The definition “tax anniversary date” was 
para, 148(9)(f). 


See at end:of subsec. 148(9). 


“value” at a particular time of an interest in a life 
insurance policy means | 


(a) where the interest includes an interest in the 
cash surrender value of the policy, the amount in 

respect thereof that the holder of the interest 
would be entitled to receive if the policy were 
surrendered at that time, and 


(b) in any other case, nil. 
Pre-RSC History: The definition “value” 
See at end of subsec. 148(9). 


Pre-RSC. History. [subsec. 448(9)]: Subpart, 148(9)(a)(v.1) 
amended by 1990, -c. 39, subsec. 37(1), to substitute. “subsection 
12.2(1) or (3) applies for the taxation year that includes that time,” 
for “subsection 12.2(1), (3) or (4) applies for the taxation year that 
includes that time or would apply if the contract had a third anniver- 
sary in the' year,” ‘applicable (by subsec. 37(3), as amended by 1991, 
c. 49, s) 255) with respect to policies issued‘ after 1989. 


Subpara. 148(9)(a)(x) amended by subsec. 37(2). of 1990, c. 39, to 
substitute “subsection 12.2(1) or (3) applies, ” for “subsection 
12.2(1), (3) or (4) applies or would apply if the.contract had a third 
anniversary in the taxation year that includes that time,” applicable 
(by subsec. 37(3), as amended by 1991, c. 49, s. 255) with respect to 
policies issued. after 1989. 


Subpara. 148(9)(a)(iv) amended by 1985, c. 45; subsec. 83(2), ap- 
plicable to 1982 et seq.; to substitute “in respect of that loan” for “in 
respect of that loan (within the meaning of paragraph (e.2))” and 
“any repayment of the loan that was deductible..pursuant to para- 
graph 20(1)(hh) or 60(s)” for “any repayment of a loan that was 
deductible pursuant to paragraph 20(1)(hh)”. 


Subpara. 148(9)(c)(x) added by 1985, c. 45, subsec. 83(3), applica- 
ble with respect to transactions or events occurring after December 
i, 1982, 


Para. 148(9)(d) repealed and para. 148(9)(e.3) added by 1985, c. 45, 
subsecs. 83(4) and (5). Para. 148(9)(d) formerly read: 


(d) “life insurance policy” and “relevant authority” — “life 
insurance policy” and “relevant authority” have the meaning 
given those expressions in subsection 138(12); 


Subpara. 148(9)(b.1) added by 1984, c. 45, subsec. 56(2), applicable 
to taxation years commencing after 1982. 


Subpara. 148(9)(a)(v.1) substituted to add “as defined by regulation 
and determined by the issuer of the contract in accordance with the 
regulations, in respect of the interest immediately before the end of 
the calendar year ending in a taxation year commencing before that 
time”; subpara. 148(9)(a)(ix) substituted to add “as defined by regu- 
lation and determined by the issuer of the policy in accordance with 
the regulations, in respect of the interest immediately before the end 
of the calendar year ending in a taxation year commencing after 
May 31, 1985 and before that time,”; subpara. 148(9)(a)(xi) substi- 


was para. 148(a)(g). 
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tuted by 1984, c. 1, subsecs. 82(1)—(3), applicable to taxation years 
commencing after 1982. Subpara. 148(9)(a)(xi) formerly read: 


(xi) in the case of an interest described in subparagraph (v.1), 
the aggregate of all amounts each of which is a mortality loss 
in respect of the interest, as determined in prescribed manner, 
before that time; 


All that portion of subsec. 148(9) preceding para. ah subparas. 
148(9)(a)(iii), (iii.1), para. (b), subparas. (c)(iv.1), (vii), (viii), and 
para. (e.1) substituted, subparas. 148(9)(a)(v.1), (ix)—(xi), (e.2)(iv) 
added by 1980-81-82-83, c. 140, subsecs. 102(6)—(14).. (For applica- 
tion, see “Application” below.) The substituted provisions formerly 
read: 


(9) In this section, 


(iii) all amounts, each of which is an amount in re- 
spect of the disposition of an interest in the policy 
before that time that was required by paragraph 
(1)(a) as it read for the 1977 taxation: year, subsec- 
tion (1), section 16 or paragraph 56(1)(d) to be in- 
cluded in computing his income for a taxation year, 


(ii1.1) all amounts each of which is an amount in re- 
spect of his interest in the policy that was included 
by virtue of subsection 12(3) in computing his in- 
come for any taxation’ year commencing before that 
time, 


(b) “cash surrender value” at a particular time of a life 
insurance policy means its cash surrender value at that 
time computed without regard to any policy dividends 
payable aye pate or any interest payable on such ‘| 
dividends; 


(iv.1) the payment by an insurer, of an amount (other 
than an annuity payment, a policy loan ora policy 
dividend) in respect of a policy (other than a policy 
described in paragraph (1)(b)) that is a life annuity 
contract, as defined by regulation, entered into after 
November 16, 1978, 


(vii) a termination of the policy in consequence of 
the death or total and permanent disability of any 
person whose life was insured under the policy, or 


(viii) an annuity payment under a life annuity” 
contract; 


(e.1) “premium” under a policy includes interest paid af- 
ter 1977 to a life insurer in respect of a policy loan other 
than interest deductible in the 1978 or any subsequent 
taxation year pursuant to paragraph 20(1)(c) or (d); 
Subparas. 148(9)(a)(iii.1), (vi.1) added by 1980-81-82-83, c. 48, 
subsecs. 83(1), (2), applicable to taxation years commencing after 
October 28, 1980. 
1980-81-82-83, c. 140, subsecs. 102(16)-(21) provide: 


That portion of subsec. 148(9) preceding para. (a) is applicable 
to taxation years commencing after 1982. 


Subparas. 148(9)(a)(iii), (iii.1) are applicable after November 
Z-1981. 


Subparas. 148(9)(a)(v.1), (ix)-(xi) are applicable to taxation 
years commencing after 1982. 


Para. 148(9)(b) is applicable after 1971. 


Subparas. 148(9)(c)(iv.1), (vii)—-(ix) are applicable with respect 
to dispositions occurring after November 12, 1981. 


Para. 148(9)(e.1) is applicable after November 12, 1981. 
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Subpara. 148(9)(e.2)(iv) is applicable with respect: to disposi- 
‘tions occurring after December, 1, 1982. 


Subparas. 148(9)(a)(iv), (e.2)(ii) substituted, (c)(iv.1), (e.2)(i1i) ad- 
ded by 1979,.c..5, subsecs. 50(2)—-(4), applicable, as to subparas. 
148(9)(a)(iv), (e.2)(ii), after March 31, 1978, and, as to (c)(iv.1), 
(e.2)(i1), to 1980 et seg. Subparas. RECA (e.2)(ii) formerly 
read: 


(iv) all amounts, each of which is an amount in respect of 
the repayment before that time and after March 31, 1978 
of a policy loan in respect of the policy but not including 

_. any payment of interest thereon or any repayment of a 
loan that was deductible pursuant to paragraph 20(1)(hh), 
and 


(ii) in respect of an assignment of all-or any part of an 

interest in the policy for the purpose ‘of securing a policy. 
loan made after March 31, 1978, means the amount of 

the policy loan; 


Para. 148(9)(é.1) substituted by 1977278, c. 32, s. 36, applicable af- 
ter March 31, 1978, to add “after 1977”. 


Paras. 148(9)(a), (c), (e) substituted, (a.1), (c.1), (e.1), (e.2) added 
by 1977-78, c. 1; subsecs. 74(4)+(6), applicable (as to para. 148(9), 
(a.1)) to. 1978 et seq. (as to paras. 148(9)(a), (c),\(c.1), (e.1), (e.2)) 
after March 31, 1978. Paras. 148(9)(a), (c), (e) formerly read: 


(a) “adjusted cost basis” to a policyholder as of a particular 
time of an interest in a life insurance policy means the 
amount, if any; by which 


(i) the aggregate of the cost to him of acquiring all his — 
interests in the policy and all amounts paid by him or on 
his behalf before that time as or on account of premiums 
under the policy, . 


exceeds 


(ii) all proceeds of disposition of his interests in the pol- 
icy that he became entitled to receive before that time, 
except to the extent that such proceeds were required to 
be included in computing his income for a taxation year 
by virtue of paragraph (1)(a); 


(c) “disposition” in relation to a life insurance policy or an 
interest therein includes a surrender or termination, a disposi- 
tion by operation of law only, or the maturity of the policy, 
but does not include 


(i) a termination of the policy in consequence, of the 
death or total and permanent disability of any person 
whose life was insured under the policy,. ' 


(ii) an assignment of all or any part of any interest in the 
policy for the purpose only of securing a debt or a loan, 
or . 


(ti) a lapse of the policy in consequence of the premiums 
under the policy remaining unpaid, if the policy was rein- 
stated not later than 60 days after the end of the calendar 
year in which the lapse occurred; 


(e) “policyholder allocation” from a segregated fund — 
“policyholder allocation” from a segregated fund means an 
amount allocated by an insurer to a policyholder that is re- 
quired by paragraph (1)(b) to be included in computing the 
policyholder’s income; 


Subpara. 148(9)(c)(i) substituted by 1973-74, c. 30, s. 21, applicable 
to 1973 et seq. Subpara. 148(9)(c)(i) formerly read: 


(i) a termination of the policy in consequence of the death of 
any person whose life was insured under the policy. 


(9.1) Application of subsec. 12.2(11) — The 
definitions in subsection 12.2(11) apply to this 
section. 
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Origin of subsec. 148(9.1): R:S/C. 1985, c..1 (Sth Supp.) (for- 
merly contained in the opening words of subsec. 12.2(11)). 


(10) Life annuity PenmRele, — For the purposes 
of this section, : 


(a) a reference to “insurer” or “life insurer” shall 
be deemed to include a reference to a person who 
is licensed or otherwise authorized under a law of 
Canada or a province to issue contracts that are 
annuity contracts; 


(b) a reference to a “person whose ite, was in- 
sured” shall be deemed to include a reference to 
an annuitant under a life annuity contract, as de- 
fined by regulation, entered into before Novem- 
ber 17, 1978; 


(c) where a policyholder is a person who has held 
an interest in a life insurance policy continuously 
since its issue date, the interest shall be deemed 
to have been acquired on the Tater of the date on 
which 


(i) the policy came into force, and 


(ii) the application in respect of the policy 
signed by the policyholder was filed with the 
insurer; 


(d) except as otherwise provided, a policyholder 
shall. be deemed not to have disposed of or ac- 
quired an interest ina life insurance policy (other 
than an annuity contract) as.a result only of the 
exercise of any provision (other than a conyer- 
sion into an annuity contract) of the policy; and 


(e) where an interest in a life insurance policy 
(other than, an annuity contract) last acquired 
before December 2, 1982 to which. subsection 
12.2(9) of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952, does not apply 
has been acquired by a taxpayer from a person 
with whom the taxpayer was not dealing at arm’s 
length, the interest shall be. deemed to. have been 
last acquired by the taxpayer before December 2, 
1982. 


Related Provisions: 12.2(13) — Application of subsec. 148(10); 
56(1)(j) — Life insurance policy proceeds. 
Pre-RSC History: Para. 148(10)(e) added by 1984, c. 45, subsec. 
56(3), applicable. to taxation years commencing :after: 1982. 
Subsec. 148(10) substituted by 1980-81-82-83, c. 140, subsec. 
102(15), to add a reference to s. 12.2 and to add paras. (c), (d), ap- 
plicable after November 12, 1981, except para. 148(10)(d) applica- 
ble after 1971. 
Para. 148(10)(b) substituted by 1979, c. 5, subsec. 50(5), applicable 
to 1980 et seg. Para. 148(10)(b) formerly read: 
(b) a reference to a “person whose life was insured” shall be 
deemed to include a reference to an annuitant under such a 
life annuity contract. 
Subsec. 148(10) added by 1977-78, c. 1, subsec. 74(7), applicable 
after March. 1978. 


Regulations: 301 (meaning of “life annuity contract”). 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Related Provisions [s. 148]: 12.2 — Accrual of income on cer- 
tain life insurance policies including annuity contracts; 20(1)(c), 
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20(2.2) + Deductibility of interest and-compound interest on 
money borrowed to acquire a life insurance policy; 20(2.1) — De- 
ductibility of interest paid or incurred in respect of a policy loan; 
20(19) — Deduction from payment under an annuity contract for 
amounts previously included in income; 20(20) — Deduction re dis- 
position of life insurance policy for accrued income previously in- 
cluded in income; 56(1)(d), (d.1) — Inclusion in income. of annuity 
payments in respect of annuities not subject to accrual rules under 
subsec. 12.2; 60(a) — Deduction of capital element of annuity pay- 
ments; 70(3.1) — “Rights or things” not. to include interest in a life 
insurance policy; 70(5.3) — Valuation of shares of a corporation 
where it’ is beneficiary of life insurance policy on deceased ; 
87(2.2):— 
Winding-up of subsidiary insurance corporations; 89(1)“capital div- 
idend account’(d) — When gains on life insurance policy issued on 
or before June 28, 1982 included in capital dividend account; 
89(2)(a) — When gain on life insurance policy issued on or before 
June 28, 1982, excluded from capital’ dividend account; 
115(1)(a)(vi), 116(5.1), (5.2) — Proceeds of disposition by non-res- 
ident of life insurance policy in Canada; 138 — Insurance corpora- 
tions; 138.1 — Rules relating to segregated funds. 


Definitions [s. 148]: “accumulating fund” — Reg. 307; “adjusted 
cost. basis” — 148(9); “amount” — 248(1); “amount payable” — 
(in respect of a policy loan) 148(9);“‘anniversary day” — 12.2(11), 
148(9.1); “annuity” — 248(1); “arm’s length” — 251(1); “calendar 
year” — Interpretation Act 37(1)(a); “Canada” — 255; “cash sur- 
render value” — 148(9); “child” — 70(10), 148(9), 252(1); “corpo- 
ration” — 248(1), Interpretation Act.35(1);. “di iti i 
lation to an, interest in a life insurance policy) 148(9); “dividend” — 
248(1); “exempt policy” — 12.2(11), 148(9.1); “former spouse” — 
252(3), (4)(a); “gross revenue”, “income-averaging annuity con- 


tract”, “individual” — 248(1); “insurer” — 148(10)(a), 248(1); “in- 
terest” — (in relation to a policy. loan) 148(9); “life annuity con- 
tract” — Reg. 301; “life insurance policy” —.138(12), 248(1); “life 


insurer” — 148(10)(a), 248(1); “marriage” — 252(4)(b); “non-resi- 
dent” — 248(1); “paid-up addition” — 12.2(10); “person” — 
248(1); “person whose lifé was insured” — 148(10)(b); “policy 
loan”, “premium” —- 148(9); “prescribed” — 248(1); “proceeds of 
the disposition” (of an interest in a life insurance policy) — 148(9); 
“property” — 248(1); “province” — Interpretation Act 35(1);,“reg- 
istered pension plan” —248(1); “registered retirement savings 
plan” — 146(1), 248(1); “resident in Canada” — 250; “segregated 
fund” — 138.1(1);' “segregated, fund policy” — 138.1(1)(a); 
“share” — 248(1); “spouse” — 252(3), (4)(a); “taxable Canadian 
corporation” — 89(1),. 248(1); “taxable capital gain” — 38(a), 
248(1); “taxable dividend” — 89(1), 248(1); “taxable income” — 
2(2), 248(1); “taxable income earned in Canada” — 115(1), 248(1); 
“taxation year” — 249; “taxpayer” — 248(1); “third anniver- 
sary” — 12.2(11), 148(9.1); “value” (of an interest in a life insur- 
ance policy) — 148(9). 


Regulations [s. 148]: 300-310. 


Eligible Funeral Arrangements 


148.1 (1) Definitions — In this section, 


“cemetery care trust” means a trust established 
pursuant to an Act of a province for the care and 
maintenance of a cemetery; 


Related Provisions: 


149(1)(s.2) — No tax on cemetery care 
trust. { 


History: The definition “cemetery care trust” added to subsec. 
148.1(1) by 1998, c. 19, subsec. 177(4), applicable to 1993 et seq. 


“cemetery services” with respect to an individual 
means property (including interment vaults, markers, 
flowers, liners, urns, shrubs and wreaths) and ser- 
vices that relate directly to cemetery arrangements in 
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Canada in consequence of the death of the individual 
including, for greater certainty, property and services 
to be funded out of a cemetery care trust; 


History; The definition “cemetery services” added to subsec. 
148.1(1) by 1998, c..19, subsec. 177(4), applicable to 1993. et seq. 


“custodian’”’ of an arrangement means 


(a) where a trust is governed by the arrangement, 
a trustee of the trust, and 


(b) in any other case, a qualifying person who re- 
ceives a contribution under the arrangement as a 
deposit for the provision by the person of funeral 
or cemetery services; 
Related Provisions: 212(1)(v) — Withholding tax on payment 
by custodian, to non-resident person. 
History: Para. (b) of the definition “custodian” in’ subsec. 148.1(1) 
amended by 1998, c. 19, subsec. 177(2), applicable to 1993 et seq. 
Para. (b) formerly read: 
(b) in any other case,'a qualifying person who receives'a con= 
tribution under the arrangement as a deposit for the provision 
by the person of funeral services; 


Interpretation Bulletins: IT-87R2: Policyholders’ income from 
life insurance policies. 


“eligible funeral arrangement” at a particular time 
means an arrangement established and maintained by 
a qualifying person solely for the purpose of funding 
funeral or cemetery services with respect to one or 
more individuals and of which there is one or more 
custodians each of whom was resident in Canada: at 
the time the arrangement was established, wheré 


(a) each contribution made before the particular 
time under the arrangement ‘was made for the 
purpose of funding funeral or cemetery services 
to be provided by the qualifying person with re- 
spect to an individual, and me 


(b) for each such individual, the total of all rele- 
vant contributions made before the particular 
time in respect of the individual does not exceed 


(i) $15,000, where the arrangement solely 
covers funeral services with respect to the 
individual, Orbs . 


(11) $20,000, where the arrangement solely 
covers cemetery services with respect to the 
individual, and 


(iti) $35,000, in any other’ case, 


and, for the purpose of this definition, any payment 
(other than the portion of the payment to be applied 
as'a contribution to a cemetery: ‘care. trust) that is 
made in consideration for the immediate acquisition 
of a right to burial in or on: property that is set apart 
or used as a place for the burial of human remains or 
of any interest in a building or structure for the per- 
manent placement of human remains, shall be con- 
sidered to have been made pursuant to a separate ar- 


rangement that is not an eligible funeral 
arrangement; 

Related Provisions: 149(1)(s.1) —No tax on eligible funeral 
arrangement; 248(1)*eligible funeral arrangement” — Definition 


applies to entire Act. 
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History: The definition “eligible funeral arrangement” in subsec: 
148.1(1) amended by 1998, c. 19, subsec. 177(1), applicable to 
1993 et seq. The definition formerly read: 
“eligible funeral arrangement” at a particular time means an 
arrangement established and maintained by a qualifying per- 
‘son solely for the purpose of funding, funeral. services: with 
» respect, to one. or more individuals and of which there is one 
or more custodians each of whom was resident in Canada at 
the time the arrangement was established, where 
(a) each contribution made before the particular time 
under the arrangement was made for the purpose of fund- 
ing funeral services to be provided by the qualifying per- 
son with respect to an individual, and 
(b) for each such individual, the total ‘ofall relevant :con- 
tributions, made, before the particular time in respect of 
the individual under the arrangement does not exceed 
$15,000; 


“funeral or cemetery services” with respect to an 
individual means funeral services with respect to the 
individual, cemetery. services with respect.to the in- 
dividual or any combination of such services; 

History: The definition “funeral or cemetery services” added to 


subsec. 148.1(1) by 1998, c. 19, subsec. 177(4), applicable to 1993 
et seq. E vi 


“funeral services” with respect to an individual 
means property and services (other than cemetery | 
services with respect to the individual) that relate di- 
rectly to funeral arrangements in Canada in conse- 
quence of the death of the individual; 
Related Provisions: 255 — “Canada” includes coastal waters. 
History: The definition “funeral services” in subsec. 148.1(1) 
amended by 1998, c. 19, subsec. 177(1), applicable to 1993 et seq. 
The definition formerly read: Ht ai 
“funeral services” with respect to/an individual means prop- 
erty and. services.that relate directly to»funeral, burial, crema- 
tion or cemetery arrangements in Canada in consequence’ of 
the death .of the individual orto any, combination. of such 
arrangements; 


“qualifying person” means a person’ licensed or 
otherwise authorized under the laws of a province to 
provide funeral or cemetery services with respect to 
individuals; 

History: The definition “qualifying person” in subsec. 148.1(1) 
amended by 1998, c. 19, subsec. 177(1), applicable to 1993 et Seq. 
The definition formerly read: ate 


“qualifying person” means a person licensed or otherwise au- 
thorized under the laws of a province to provide funeral ser- 
vices for individuals; 


“relevant contribution” in respect of an individual 
under a particular arrangement means 


(a) a contribution. under. the particular arrange- 
ment (other than a contribution made by way of a 
transfer from an eligible. funeral arrangement) for 
the purpose of funding funeral or cemetery ser- 
vices with respect to the individual, or 


(b) such portion of a contribution to another ar- 
rangement that was an eligible funeral arrange- 
ment (other than any such contribution made by 
way of a transfer from any eligible funeral ar- 
rangement) as can reasonably be considered: to 
have subsequently been used to make a-contribu- 
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tion under the particular arrangement by way of a 
transfer from an eligible funeral arrangement for 
the purpose of funding funeral or. cemetery ser- 
vices with respect to the individual. 


Related Provisions: 148.1(1)“eligible funeral 
ment’’(b) — Dollar limits on relevant contributions. 


arrange- 


History: Paras. (a) and (b) of the definition “relevant contribution” 
in subsec. 148.1(1) amended by 1998, c. 19, subsec. 177(3), appli- 
cable to, 1993 et seq. Paras. (a) and (b) formerly read: 


(a) a contribution under the particular arrangement (other 
than a contribution made by way of a transfer from an eligible 
funeral arrangement) for the purpose of funding funeral ser- 
vices ‘with respect to the individual, or 


(b) such portion of a contribution to another arrangement that 
was an eligible funeral arrangement (other than any such con- 
tribution made by. way of a transfer from any eligible funeral 
arrangement) as can reasonably be considered to have subse- 
quently been used to make a contribution under the particular 
arrangement by way of.a transfer from an eligible, funeral ar- 
rangement for the purpose of funding funeral services with 
respect to the individual. 


(2) Exemption for eligible funeral arrange- 
ments — Notwithstanding any other provision of 
this Act, 3 | 


(a) no amount that has accrued, is credited or is 
added to an eligible funeral arrangement shall be 
included in computing the income of any person 
solely because of such accrual, crediting or 
adding; 


(b) subject to paragraph (c) and subsection (3), no 
amount shall be 


(1) included in computing a person’s income 
solely because of the provision by another 
person of funeral or cemetery services under 
an eligible funeral arrangement, or 


(ii) included. in computing a person’s income 
because of the disposition of an interest under 
an eligible funeral arrangement or an interest 
in a-trust. governed by an eligible funeral ar- 
rangement; and 


(c) subparagraph (b)(i1) shall not affect the conse- 
quences under this Act of the disposition of any 
right under an eligible funeral arrangement to 
payment for the provision of funeral or cemetery 
Services. 
Related Provisions: 149(1)(s.1) — No tax on trust governing an 
eligible funeral arrangement; 149(1)(s.2) — No tax on cemetery 
care trust. e 
History: Paras. 148.1(2)(b) and (c) amended by 1998, c. 19, sub- 
sec. 177(5), applicable to 1993 et seg. Paras. 148.1(2)(b) and (c) 
formerly read: sii 


(b) subject to paragraph (c) and subsection (3), no amount 
shall be 


(i) included in computing a person’s income solely be- 
cause of the provision by another person of funeral ser- 
vices under an eligible funeral arrangement, or 


(ii) included in computing a person’s income because of 
the disposition of an interest under an eligible funeral ar- 
rangement or an interest in a trust governed by an eligible 
funeral arrangement; and 


S. 148.1(3) 


(c) subparagraph (b)(1i1). shall not affect the consequences 
under this Act of the disposition of any right under an eligible 
funeral arrangement to payment for the provision of funeral 
services. 


(3) Income inclusion on return of funds — 
Where at any particular time in a taxation year a par- 
ticular amount is distributed (otherwise than as pay- 
ment for the provision of funeral or cemetery ser- 
vices with respect to an individual) to a taxpayer 
from an arrangement that was, at the time it was es- 
tablished, an eligible funeral. arrangement and the 
particular amount is paid from the balance in respect 
of the individual under the arrangement, there shall 
be added in computing the taxpayer’s income for the 
year from property the lesser of the particular 
amount and the amount determined by the formula 


A + B —€ 
where 


A is the balance in respect of the individual under 
the arrangement immediately before the particu- 
lar time (determined without regard to the value 
of property in a cemetery care trust); 


B is the total of all payments made from the ar- 
rangement before the particular time for the pro- 
vision of funeral or cemetery services with re- 
spect to the individual (other than cemetery 
services funded by property in a cemetery care 
trust); and 


C..is the total of all relevant contributions made 
before the particular time in respect of the indi- 
vidual under the particular arrangement (other 
than contributions in respect of the individual that 
were in a cemetery care trust). 

Related Provisions [subsec. 148.1(3)]: 12(1)(z.4) — Inclusion 

into income from property; 212(1)(v) — Withholding tax on pay- 

ment to non-resident; 257 — Formula cannot calculate to less than 

Zero. 


History [148.1(3)]: Subsec. 148.1(3) amended by 1998, c. 19, 
subsec. 177(6), applicable to 1993 ef seg. Subsec. 148.1(3) formerly 
read: 


(3) Income inclusion on return of funds — Where at any 
particular time in a taxation year a particular amount is dis- 
tributed (otherwise than as payment for the provision of fu- 
neral services with respect to an individual) to a taxpayer 
from an arrangement that was, at the time it was established, 
an eligible funeral arrangement and the particular amount is 
paid from the balance in respect of the individual under the 
arrangement, there shall be added in computing the tax- 
payer’s income for the year from property, the lesser of the 
particular amount and the amount determined by the formula 


A+B-C 


where 


A. is the balance in respect of the individual under the ar- 
rangement immediately before the particular time; 


B _is the total of all payments made from the arrangement 
before the particular time for the provision of funeral ser- 
vices with respect to the individual; and 


Cis the total of all relevant contributions made before that 
time in respect of the individual under the particular 
arrangement. 
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Regulations [148.1(3)]: 201(1)(f) (information return). 


History [s. 148.1]: S. 148.1 added by 1995, c. 21, s. 62, applicable 
to 1993 et seq. 

Definitions [s. 148.1]: “amount” — 248(1): “Canada” — 255; 
“custodian” — 148.1(1); “eligible funeral arrangement” — 
148.1(1), 248(1); “funeral services” — 148.1(1); “individual”, 
“property” — 248(1);. “province” — Interpretation. Act. 35(1); 
“qualifying person”, “relevant contribution” — 148.1(1); “resident 
in Canada” — 250; “taxation year” — 249; “taxpayer” — 248(1); 
“trust” — 104(1), 248(1), (3). 


Division H — Exemptions 
Miscellaneous Exemptions 


149. (1) Miscellaneous exemptions — No tax is 
payable under this Part on the taxable income of a 
person for a period when that person was 


(a) employees of a country other than 
Canada — an officer or servant of the govern- 
ment of a country other than Canada whose du- 
ties require that person to reside in Canada 


(i) if, immediately before assuming those du- 
ties, the person resided outside Canada, 


(i) if that country grants a similar privilege to 
an officer or servant of Canada of the same 
- class, 


(iii) if the person was not, at any time in the 
period, engaged in a business or performing 
the duties of an office or employment in Can- 
ada other than the person’s position with’that 
government, and 


(iv) if the person was not during the period a 
Canadian citizen; 
Related Provisions: 149(1)(b) — Family members and servants: 
212(14)(c)(i) — Certificate of exemption; Canada-U.S. tax treaty, 
Art. XIX — Government service; Art. XXVIII — Diplomatic 
agents and consular officers. 


(b) members of the family and servants of 
employees of a country other than Can- 
ada — a member of the family of a person de- 
scribed in paragraph (a) who resides with that 
person, or a servant employed by a person de- 
scribed in that paragraph, 


(i) if the country of which the person de- 
scribed in paragraph (a) is an officer or ser- 
vant grants a similar privilege to members of 
the family residing with and servants em- 
ployed by an officer or servant of Canada of 
the same class, 


(i1) in the case of a member of the family, if 
that member was not at any time lawfully ad- 
mitted to Canada for permanent residence, or 
at any time in the period engaged in a busi- 
ness or performing the duties of an office or 
employment in Canada, 


(iii) in the case of a servant, if, immediately 
before assuming his or her duties as a servant 
of a person described in paragraph (a), the ser- 
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vant resided outside Canada and, since’ first 
assuming those duties in Canada, has not at 
any time engaged in a business in Canada or 
been employed in Canada other than by a per- 
son described in that paragraph, and 


(iv) if the member of the family or servant 
was not during the period a Canadian citizen; 


(c) municipal authorities — a municipality in 
Canada, or a municipal or public body perform- 
ing a function of government in Canada; 


Related Provisions: 149(1)(d)-(d.5) — Municipal or provincial 
corporations. 


(d) corporations owned by the Crown —a 
corporation, commission or association all of the 
shares (except directors’ qualifying shares) or of 
the capital of which was owned by Her Majesty 
in right of Canada or a province; 


Related Provisions: 27(2) — Prescribed federal Crown corpora- 
tions are taxable; 149(1.1) — No exemption where other person has 
a right to. acquire shares; 181.1(3)(c) —Exemption from Part 1.3 
tax; 227(14) — Exemption from tax under -other Parts; 227( 16) — 
Municipal or provincial corporation deemed not a private corpora- 
tion for Part IV tax; Reg. 1216 — Exemption from Part XII tax. 


History: Para. 149(1)(d) amended by 1998, c. 19, applicable to tax- 
ation years and fiscal periods that begin after 1998. Para. 149(1)(d) 
formerly read: 


149(1)(d) a corporation, commission or association not less 
than 90% of the shares or capital of which was owned by Her 
Majesty in right of Canada or a province or by a Canadian 
municipality, or a wholly-owned corporation subsidiary to 
such a corporation, commission or association, but this para- 
graph does not apply 


(i) to sucha corporation, commission or association if a 
person other than Her Majesty in right of Canada or a 
province or a Canadian municipality had, during the pe- 
riod, a right under a contract, in equity or otherwise ei- 
ther immediately or in the future and either absolutely or 
contingently, to, or to acquire, shares or capital of that 
corporation, commission or association, and 


(ii) to such a wholly-owned subsidiary corporation if a 
person other than Her Majesty in right of Canada or a 
province or a Canadian municipality had, during the pe- 
riod, a right under a contract, in equity or otherwise ei- 
ther immediately or in the future and either absolutely or 
contingently, to, or to acquire, shares or capital of that 
wholly-owned subsidiary corporation or of the corpora- 
tion, commission or association of which it is a wholly- 
owned subsidiary corporation; 


Selected Cases [para. 149(1)(d)]: Entreprises Chelsea Ltée v. 
MNR, [1970] C.T.C. 598 (Exch) (Wholly owned subsidiary of mu- 
nicipality allowed exemption from tax on sale profit). 


Interpretation Bulletins: IT-347R2: Crown corporations. 


(d.1) corporations 90% owned by the 
Crown — a corporation, commission or associa- 
tion not less than 90% of the shares (except direc- 
tors’ qualifying shares) or of the capital of which 
was owned by Her Majesty in right of Canada or 
a province; 

Related Provisions: 27(2) — Prescribed federal Crown corpora- 

tions are taxable; 149(1.1) — No exemption where other person has 


a right to acquire shares; 181.1(3)(c) — Exemption from Part 1.3 
tax; 227(14) — Exemption from tax under other Parts: 227(16) — 
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Municipal or provincial corporation deemed ‘not :a private corpora- 
tion for Part FV tax; Reg. 1216 — Exemption from Part XII tax. 


History: Para. 149(1)(d.1) added by 1998, c. 19, applicable to taxa- 
tion years and fiscal periods that begin after 1998. 


(d.2) wholly-owned corporations — a corpo- 
ration all of the shares (except directors’ qualify- 
ing shares) or of the capital of which was owned 
by a corporation, commission’ or association to 
which this paragraph or aa (d) ar for 
the period; 
Related Provisions: 27(2) — Prescribed federal Crown corpora- 
tions are taxable; 149(1.1)— No exemption where other person has 
a right to acquire shares; 181.1(3)(c)—- Exemption from Part I.3 
tax;.227(14) — Exemption from tax under. other Parts; 227(16) — 
Municipal or provincial corporation deemed not a private corpora- 
tion for Part [V tax; Reg. 1216 — Exemption from Part XII tax. 


History: Para. 149(1)(d.2) Ae by 1998, c. 19, applicable to taxa- 
tion years and fiscal periods that begin after 1998. 


(d.3) 90% owned corporations — a corpora- 

tion, commission or association not less than 90% 

of the shares (except directors’ qualifying shares) 
. or of the capital of which was owned by 


(1) Her Majesty in right of Canada or a prov- 
ince. or a person to which paragraph (d) or 
(d:2) applies for the period, or 


(11) one or more municipalities in Canada in 
combination with one or more persons each of 
which is Her Majesty in right of Canada or a 
province or a person to which paragraph (d) or 
(d.2) applies for the period; 
Related Provisions: 27(2) — Prescribed federal Crown corpora- 
tions are taxable; 149(1.1) — No exemption. where other person has 
a right to acquire shares; 181.1(3)(c) — Exemption from Part I.3 
tax; 227(14) — Exemption from tax under other Parts; 227(16) — 
Municipal or provincial corporation deemed not a private corpora- 
tion for Part [IV tax; Reg. 1216— Exemption from Part XII tax. 


History: Para. 149(1)(d.3) added by 1998, c. 19, applicable to taxa- 
tion years and fiscal periods that begin after 1998. 


(d.4) combined ownership — a corporation 
all of the shares (except directors’ qualifying 
shares) or of the capital of which was owned by a 
corporation, commission or association to which 
this paragraph or any of paragraphs (d) to (d.3) 
applies for the period; 
Related Provisions: 27(2) — Prescribed federal’'Crown corpora- 
tions are taxable; 149(1.1) — No exemption where other person has 
a right to acquire shares; 181.1(3)(c) Exemption from Part 13 
tax; 227(14) — Exemption from tax under. other Parts; 227(16) — 
Municipal or provincial corporation deemed not a private corpora- 
tion for Part [TV tax; Reg. 1216 — Exemption from Part XII tax. 


History: Para. 149(1)(d.4) added by 1998, c. 19, applicable to taxa- 
tion years and fiscal periods that begin after 1998. 


(d.5) municipal corporations — subject to 
subsections (1.2) and (1.3), a corporation, com- 
mission or association not less than 90% of the 
capital of which was owned by one or more mu- 
nicipalities in Canada, if the income for the pe- 
riod of the corporation, commission or associa- 
tion from activities carried on outside» the 
geographical boundaries of the municipalities 
does not exceed 10% of its income for the period; 


S. 149(1)(g) 


Related Provisions: 149(1.1) — No exemption where other per- 
son has a right to. acquire shares; 149(1.2) — Meaning of “income” 
for income test; 149(1.3) — Meaning of capital ownership; 
181,1(3)(c) — Exemption from Part I.3 tax; 227(14) — Exemption 
from tax under other Parts; 227(16) — Municipal or provincial cor- 
poration deemed not a private corporation for Part IV tax; Reg. 
1216 — Exemption from Part XII tax. 


History: Para. 149(1)(d.5) added by 1998, c. 19, applicable to taxa- 
tion years and fiscal periods that begin after 1998. 


(d.6) subject to subsections (1.2) and (1.3), a par- 
ticular corporation all the shares (except direc- 
tors’ qualifying shares) or of the capital of which 
was owned by another corporation, commission 
or association to which paragraph (d.5) or this 
paragraph applies for the period if the income for 
the period of the particular corporation from ac- 
tivities carried on outside 


(i) if paragraph (d. 5) applies to the other cor- 
poration, commission or association, the geo- 
graphical boundaries of the municipalities re- 
ferred to in that paragraph in its application to 
that other corporation, commission or associa- 
tion, or 


(11) if this paragraph applies to the ther cor- 
poration, commission or association, the geo- 
graphical boundaries of the municipalities re- 
ferred to in subparagraph (i) in its application 
to that other corporation, commission or asso- 
ciation, does not exceed 10% of its income for 
the period; 

History: Para. 149(1)(d.6) added by 1998, c. 19, applicable to taxa- 

tion years and fiscal periods that begin after 1998. 


(e) certain organizations — an agricultural 
organization, a board of trade or a chamber of 
commerce, no part of the income of which was 
payable to, or was otherwise available for the 
personal benefit: of; any proprietor, member or 
shareholder thereof; 
Related Provisions: 149(2) — Income not to include taxable 
capital gains; 149(12) — Information returns; 181.1(3)(c) — Ex- 
emption from Part I.3 tax; 227(14) — Exemption from tax under 
other Parts. 


(f) registered charities — a registered charity; 


Related Provisions: 149.1 — Charities; 181.1(3)(c) — Exemp- 
tion from Part 1.3 tax; 227(14 
Parts; 248(1)“registered charity” — Registration provisions; Can- 
ada-U.S. tax treaty, Art. XXI:1 — Religious, literary, scientific, ed- 
ucational or charitable organization — exemption from tax. 


Pre-RSC History: Para. 149(1)(f) substituted by 1976-77, c. 4, 
subsec. 59(1), applicable to 1977 et seg. Para. 149(1)(f) formerly 
read: 


(f) charitable organizations — a ‘charitable organization, 
whether or not incorporated, all the resources of which were 
devoted to charitable activities carried on by the organization 
itself and no part of the income of which was payable to, or 
was otherwise available for the personal benefit of, any pro- 
prietor, member or shareholder thereof; 


Selected Cases [para. 149(1)(f)]: Hutterian Brethren et al. v. 
The Queen, [1980] C.T.C. 1 (FCA) (Charitable organization exemp- 
tion not applicable to taxpayer conducting business). 


(g) [Repealed under former Act] 
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S. 149(1)(g) 


Pre-RSC History: Para. 149(1)(g) repealed by 1976-77; c. 4, 
subsec. 59(1), applicable to 1977 et seq. (See para. 149(1)(1).) Para. 
149(1)(g) formerly read: 


(g) non-profit corporation — a corporation that was consti- 
tuted exclusively for charitable purposes, no part of whose in- 
come was payable to, or was otherwise available for the per- 
sonal benefit of, any proprietor, member or shareholder 
thereof, that has not, since June 1, 1950, acquired control of 
any other corporation and that, during the period, 


(i) did not carry on any. business, 


(ii) had no debts incurred since June 1, 1950, other than 
obligations: arising in respect of salaries, rents and other 
current operating expenses, and 


(111) except in the case of.a corporation that was, before 
1940, constituted exclusively for charitable purposes, ex- 
pended amounts each of which is 


(A) an expenditure’in respect of charitable activities 
carried on by the corporation itself, or 


(B) a gift to any donee described in paragraph 
110(1)(a) or (b), and 


the aggregate of which is not less than 90% of the corpo- 
ration’s income for the period; 


Cls. 149(1)(g)Gii)(A), (B) substituted for cls. 149(1) (g)(iii) (A)-(D) 
by 1974-75-76, c. 26, subsec. 103(1), applicable to 1974 et seq. Cls. 
149(1)(h)(iii)(A)-(D) formerly read: 


(A) an expenditure in respect of charitable activities carried 
on by the corporation itself, 


(B) a gift to an organization in Canada the income of which 
for the period is exempt from tax under this Part by virtue of 
paragraph (f), 

(C) a gift to a corporation resident in Canada the income of 
which for the period is exempt from tax under this. Part by 
virtue of this paragraph, or 


(D) a gift to Her Majesty in right of Canada or a province or 
to a Canadian municipality, and 


(h) [Repealed under former Act] 


Pre-RSC History: Para. 149(1)(h) repealed by 1976-77, c. 4, 
subsec, 59(1), applicable to 1977 et seg. (See para. 149(1)(1).) Para. 
149(1)(h) formerly read: 


(h) charitable trusts — a trust all the property of which is 
held absolutely in trust exclusively for charitable purposes, 
that has not, since June 1, 1950, acquired control of any cor- 
poration and that, during the period, 


(i) did not carry on any business, 


(ii) had no debts incurred since June 1, 1950, other than 
obligations arising in respect of salaries, rents and other 
current operating expenses, and 


(111) expended amounts each of which is 


(A) an expenditure in respect of charitable activities 
carried on by the trust itself, or 


(B) a gift to any donee described in paragraph 
110(1)(a) or (b), and 


the aggregate of which is not less than 90% ‘of the income 
of the trust for the period; 


Cls. 149(1)(h)(iii)(A), (B) substituted for cls. 149(1)(h)Gii)(A)-(C) 
by 1974-75-76, c. 26, subsec. 103(2), applicable to 1974 et seq. Cls. 
149(1)(h)(iii)(A)-(C) formerly read: 
(A) an expenditure in respect of charitable activities carried 
on by the trust itself, 


(B) a gift to an organization in Canada the income of which 
for the period is exempt from tax under this Part by virtue of 
paragraph (f), or 


Income Tax Act, Part I 


(C) a gift to a corporation resident in Canada the income of 
which for the period is exempt from tax under this Part by 
virtue of paragraph (g), and 

(h.l) Association of Universities and 
Colleges of Canada —the Association of 
Universities and, Colleges of Canada, incorpo- 
rated by the Act to incorporate Association of 
Universities and Colleges of Canada, chapter 75 
of the Statutes of Canada, 1964-65; 


Related Provisions: 181.1(3)(c), 227(14) — Exemption from tax 
under other Parts. 


(i) certain housing corporations — a corpo- 
ration that was constituted exclusively for the 
purpose of providing low-cost housing accommo- 
dation for the aged, no part of the income of 
which was payable to, or was otherwise available 
for the personal benefit of, any proprietor, mem- 
ber or shareholder thereof; 

Related Provisions: 149(2)— Income not to include taxable 


capital gains; 181.1(3)(c) —Exemption from Part 1.3 tax: 
227(14) — Exemption from tax under other Parts. 


(j) non-profit corporations for scientific 

research and experimental develop- 

ment — a corporation that was constituted ex- 

clusively for the purpose of carrying on or pro-_ 
moting scientific research and experimental 

development, no part of whose income was paya- 

ble to, or was otherwise available for the personal 

benefit of, any proprietor, member or shareholder 

thereof, that has not acquired control of any other 

corporation and that, during the period, 


(i) did not carry on any business, and 


(ii) expended amounts in Canada each of 

which is tek 
(A) an expenditure on scientific research 
and experimental development (within the 
meaning that would be assigned by para- 
graph 37(8)(a) if subsection 37(8) were 
read without reference to paragraph 
37(8)(d)) directly undertaken by or on be- 
half of the corporation, or . 


(B) a payment to an association, univer- 
sity, college or research institute or other 
similar institution, described in clause 
37(1)(a)Gi)(A). or (B) to be used for scien- 
tific research and experimental develop- 
ment, and ° 


the total of which is not less than 90% of the 

amount, if any, by which the corporation’ s 

gross revenue for the period exceeds the total 

of all amounts paid in the period by the corpo- 

ration because of subsection (7.1); 
Related Provisions: 37(1)(a)(ii)(C), 37(1)(a)(iii) — Deduction 
for R&D payments to corporation described in 149(1)q); 149(2) — 
Income not to include taxable capital gains; 149(7) — Prescribed 
form to be filed; 149(8), (9) — Interpretation rules: 149(9) — 
Rules; 181.1(3)(c) — Exemption from Part 1.3 tax;:227(14) — Ex- 
emption from tax under other Parts. 


History: Cl. 149(1)(j)(ii)(A) and the closing words of subpara. 
149(1)G)Gi) amended by 1996, c 21, subsecs. 37(2)728); -cl. 
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(j)(41)(A) applicable to taxation years that end after November 1991, 
closing words applicable to taxation years that begin after June 
1995. Cl. 149(1)G)i1)(A) and the closing words of subpara. 
149(1)G)Gi). formerly read: 
(A) an expenditure on scientific research and experimental 
development (within the meaning that would be assigned by 
subsection 37(7) if that subsection were read without refer- 
ence to paragraph 37(8)(d)) directly undertaken by or on be- 
half of the corporation, or 


the total of which is not less than 90% of the corporation’s 
income for the period; 
Pre-RSC History: Cls. 149(1)@)(ii)(A) and (B) substituted by 
1988, c. 55,,subsec. 133(1), applicable after. December 15, 1987. 
Cls. 149(1)(j)(ii)(A) and (B) formerly read: 


(A) an expenditure on scientific research and experimental 
development directly undertaken by or on ee of the cor- 
poration, or 
(B) a payment to an association, university, college or re- 
search institution, described in subparagraph 37(1)(a)(i1) or 
(111)'to be used for scientific research and experimental devel- 
opment, and 
Regulations: 2900(1) (definition of SR&ED, except where work 
performed pursuant to agreement in writing entered into before Feb- 
ruary 28, 1995). 


Interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures. 


Information Circulars: 86-4R3: Scientific research and experi- 
mental development. 


Application Policies: SR&ED. 96-10: Third party payments — 
approval process.. 


(k) labour organizations — a labour organiza- 

tion or society or a benevolent or fraternal benefit 

society or order; 
Selected Cases [para. 149(1)(k)]: Actra Fraternal Benefit 
Society v. R., [1997] 3 C.T.C. 61 (FCA); rev’g [1995] 2:C.T.C. 2671 
(TCC) (Allocation of assets to a particular fund was rebuttable pre- 
sumption only); O’Brien v. The Queen, [1985] 1 C.T.C. 285 
(FCTD) (Distributed profits not taxable in hands of union members 
when placed in union’s strike funds and newspaper operated by 
unions). 


Interpretation Bulletins: IT-389R: Vacation pay trusts estab- 
lished under collective agreements. 


(1) non-profit organizations — a club, society 
or association that, in the opinion of the Minister, 
was not a charity within the meaning assigned by 
subsection 149.1(1) and that was organized and 
operated exclusively for social welfare, civic im- 
provement, pleasure or recreation or for any other 
purpose except profit, no part of the income of 
which was payable to, or was otherwise available 
for the personal benefit of, any proprietor, mem- 
ber or shareholder thereof unless the proprietor, 
member or shareholder was a club, society or as- 
sociation the primary purpose and function of 
which was the promotion pA amateur athletics in 
Canada; 

Related Provisions: 149(2)— Income not to include taxable 

capital gains; 149(3)— Application of subsec. (1); 149(5) — Ex- 

ception re investment income of certain clubs; 149(12) — Informa- 


Exemption from tax under other Parts; 248(1)— “person”; 
248(1) — “registered Canadian amateur athletic association”. 


S. 149(1)(0) 


Pre-RSC History: Para. 149(1)(1) substituted by 1976-77, c. 4, 
subsec. 59(2), applicable to, 1977 et seg. Para. 149(1)(1) formerly 
read: 


(1) a club, society or association organized and operated ex- 
clusively for social welfare, civic improvement, pleasure or 
recreation or for any other purpose except profit, no part of 
the income of which was payable to, or was otherwise availa- 
ble for the personal benefit of, any proprietor, member or 
shareholder thereof unless the proprietor, member or share- 
holder was a club, society or association the primary purpose 
and function of which was the promotion of amateur athletics 
in Canada; 


Para. 149(1)(1) substituted by 1974-75-76, c. 26, subsec. 103(3), ap- 
plicable to 1972 et seq. 


Selected Cases [para. 149(1)(i)]: LIUNA Local 527 Members’ 
Training Trust Fund v. Canada, [1992] 2 C.T.C. 2410 (TCC) (Trust 
fund exempted from tax on interest earned from surplus funds); 
Gull Bay Development Corp. v. The Queen, [1984] C.T.C. 159 
(FCTD) (Profits from logging operations exempt from tax when 
funds used for social and charitable activities on reserve). 


Interpretation Bulletins: IT-83R3:.Non-profit organizations — 
Taxation of income from property; IT-409: Winding-up of a non- 
profit organization; IT-496: Non-profit organizations. 


I.T. Technical News: No. 4 (condominium corporations). 
Advance Tax Ruling: ATR-29: Amalgamation of social clubs. 


(m) mutual insurance corporations — a 
mutual insurance corporation that received its 
premiums wholly from the insurance of churches, 
schools or other charitable organizations; 


Related Provisions: 181.1(3)(c) — Exemption from Part I.3 tax; 
227(14) — Exemption from tax under other Parts. 


(n) housing companies — a limited-dividend 
housing company (within the meaning of that ex- 
pression as defined in section 2 of the National 
Housing Act), all or substantially all of the busi- 
ness of which is the construction, holding or 
management of low-rental housing projects; 
Related Provisions: 149.1(1) — Definitions — “non-qualified 
investment”; 181.1(3)(c)—— Exemption from Part I.3 tax; 
227(14) — Exemption from tax under other Parts, 
Limited-dividend housing company: National Housing Act, 
R.S.C. 1985, c. N-11, s: 2:provides: 
“limited-dividend housing company” means a company in- 
corporated to construct, hold and manage a low-rental hous- 
ing project, the dividends payable by which are limited by the 
terms of its charter or instrument of incorporation to five per 
cent per annum or less; 


Pre-RSC History: Para. 149(1)(n) substituted by 1979, c. 5, s. 51, 
applicable to taxation years commencing after 1978. Para. 149(1)(n) 
formerly read: 
(n) a limited dividend housing company within the meaning 
of that expression as defined by the National Housing Act; 


Para. 149(1)(n) substituted by 1976-77, c. 4, subsec. 59(3), applica- 
ble to 1976 et seq., to substitute “company” for “corporation”. 


(0) pension trusts —a trust governed by a 
registered pension plan; 
Related Provisions: 138.1(7) — Where policyholder deemed to 
be trust, etc.; 205 — Application of Part XI to pension trust; 
210.1(c) — Pension trust not subject to Part XII.2 tax; Canada-US. 
tax treaty, Art. XXI:2 — Exemption from tax. 


Pre-RSC History: Para. 149(1)(0) amended by 1990, c. 35, s. 29, 
to substitute “plan” for “fund or plan’, applicable after 1985. 
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S. 149(1)(0) Income Tax Act, Part I 


Para. 149(1)(0) substituted by 1979, c. 5, s..51, applicable to taxa- 
tion years commencing after 1978. Para: 149(1)(0) formerly read: 


(o) pension trust or corporation — a trust or corporation es- 
tablished or incorporated solely in connection with, or for the 
administration of, a registered pension fund or plan; 


(0.1) pension corporations — a corporation 


(i) incorporated: and operated throughout the 
period either 


(A) solely for the administration of a regis- 
tered pension plan, or 


(B) for the administration of a registered 
pension plan and for no other purpose 
other than acting as trustee of, or adminis- 
tering, a trust governed by. a retirement 
compensation arrangement, where the 
terms of the arrangement provide for bene- 
fits only in respect of individuals who are 
provided with benefits under the registered 
pension plan, and 


(ii) accepted by the Minister as a fancace me- 
dium for the purpose of the registration of the 
pension plan; 
Related Provisions: 149(1)(g.1) —No tax on RCA trust: 
181-1(3)(c) — Exemption: from: Part’ 1.3: tax; 205 — Application of 
Part XI to) pension corporation; 227(14),—- Exemption from tax 
under other Parts; Canada-U.S. tax treaty, Art, XXI:2 — Exemption 
from tax. 


History: Para. 149(1)(0.1) amended by 1998, c. 19, subsec. 178(2), 
applicable to 1994 et seg. Para. 149(1)(0.1) formerly read: 


(0.1) pension corporations — a corporation incorporated 
and operated throughout the period solely for the administra- 
tion of a registered pension plan and accepted by the Minister 
as a funding medium for the purposes of the registration of a 
pension plan; 
Pre-RSC History: Para. 149(1)(0.1) amended by 1990, c. 35, s. 
29, to substitute.“plan” for “fund or plan” (twice),. applicable after 
1985. 


(0.2) idem — a corporation 


(i) incorporated’ before November 17, 1978 
solely in connection with, or for the adminis- 
tration of, a registered pension plan, 


(ii) that has at all times since the later of No- 

vember 16, 1978 and the date on which it was 

incorporated 
(A) limited its activities to acquiring, hold- 
ing, maintaining, improving, leasing or 
managing capital property that is real prop- 
erty or an interest therein owned by the 
corporation, another corporation described 
by this subparagraph and. subparagraph 
(iv) or a registered pension plan, 


(B) made no investments other than in real 
property or an interest therein. or inyest- 
ments that a pension plan is permitted to 
make under the Pension Benefits Stan- 
dards Act, 1985 or a similar law of a prov- 
ince, and 


(C) borrowed money solely for the purpose 
of earning income from real property or an 
interest therein, 
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(ii.1) that throughout the period 


(A) limited its activities to 


(I) acquiring Canadian resource proper- 
ties by purchase or by incurring Cana- 
dian exploration expense or Canadian 
development expense, or 


(II) holding, exploring, developing, 
maintaining, improving, managing, op- 
erating or disposing of its Canadian re- 
source properties, 


(B) made no investments other than-in 
(I) Canadian resource properties, 


(II) property to be used in connection 
with Canadian resource properties de- 
scribed in clause (A), 


(III) loans secured by Canadian’ re- 
source properties for the purpose of 
carrying out any activity described in 
clause (A) with respect to Canadian re- 
source properties, or 

(IV) investments that a pension fund or 
plan is permitted to make under the 
Pension Benefits Standards Act, 1985 
or a similar law of a province, and 


(C) borrowed money solely for the purpose 
of earning income from Canadian resource 
properties, or 


(ii1) that made no investments other than in- 
vestments that a pension fund or plan was per- 
mitted to make under the Pension Benefits 
Standards Act, 1985. or -a. similar law. ofa 
province, and 


(A) the assets of which were at least 98% 
cash and investments, 


- (B) that had not issued debt obligations or 


accepted deposits, and 


(C) that had derived at least 98% of its in- 
come for the period that is a taxation year 
of the corporation from, or from the dispo- 
sition of, investments 


if, at all times since the later of November 16, 
1978 and the date on which it was incorporated, 


(iv) all of the shares, and rights to acquire 
shares, of the capital stock of the ee eon 
are owned by 


(A) one or more rasiel dean pension plans, 
(B) one or more trusts all the beneficiaries 
of which are registered pension plans, 


(C) one or more related segregated fund 
trusts (within the meaning assigned by par- 
agraph 138.1(1)(a)) all the beneficiaries of 
which are registered pension plans, or 


(D) one or more prescribed persons, or 


(v) in the case of a corporation without share 
capital, all the property of the corporation has 


Div. H — Exemptions 


been held exclusively for the benefit of one or 
more registered pension plans, 


and for the purposes of subparagraph (iv), where 
a corporation has been formed as a result of the 
merger of two or more other corporations, it shall 
be deemed to be the same corporation as, and a 
continuation of, each such other corporation and 
the shares of the merged corporations shall be 
deemed to have been altered, in form only, by 
virtue of the merger and to have continued in ex- 
istence in the form of shares of the corporation 
formed as a result of the merger; 
Related Provisions: 181.1(3)(c) — Exemption from Part 1.3 tax; 
205 — Application of Part XI; 206(2.1) — Exemption from Part XI 
tax when proportional holdings election made; 212(14)(c)(i) —- Cer- 
tificate of exemption; 227(14) — Exemption from tax under other 
Parts; 248(4) — Interest in real property; 259(5)“qualified corpora- 
tion” — proportional holdings in trust property. 
Pre-RSC History: Para. 149(1)(0.2) amended by 1990, c. 35, s. 
29, to substitute “registered pension plan” for “pension fund or 
plan” (or “plans” for “funds or plans”) (in six places), applicable 
after 1985. 
Cl...149(1)(0.2)(ii)(B), subcl. Gi:1)(B)CV), subpara. (iii) amended 
by. 1986, c. 40,'s. 41, to substitute “Pension Benefits Standards Act, 
1985” for “Pension Benefits Standards Act’, applicable January 1, 
1987. 


Cl. 149(1)(0.2)(iv)(D) added by 1984, c. 1, subsec. 83(1), applicable 
to taxation years commencing after 1978. 


Subparas. 149(1)(0.2)(ii.1) added, (iv) substituted by 1980-81-82- 
83, c. 140, subsecs. 103(1), (2), applicable to taxation years com- 
mencing after 1978. 


Paras. 149(1)(0.1), (0.2) added by 1979, c. 5, s. 51, applicable to 
taxation years commencing after 1978. 


Regulations: 4802 (prescribed persons). 


I.T. Technical News: No. 1 (permissible activities of pension 
fund realty corporations). 


(0.3) prescribed = small business 
investment corporations — a corporation 
that is prescribed to be a small business invest- 
ment corporation; 
Related Provisions: 181.1(3)(c) — Exemption from Part I.3 tax; 
227(14) — Exemption from tax under other Parts. 


Pre-RSC History: Para. 149(1)(0.3) added by 1985, c. 6, subsec. 
84(1), applicable with respect to periods occurring after October 31, 
1985. 


Regulations: 5101. 


(0.4) master trusts — a trust that is prescribed 
to be a master trust and that elects to. be such a 
trust under this paragraph in its return of income 
for its first taxation year ending in the period; 
Related Provisions: 127.55(f)(iii) — Trust not subject to mini- 
mum tax; 205 — Application of Part XI; 206(2.1) — Exemption 
from Part XI tax when proportional holdings election made ; 
210.1(c) — Trust not subject to Part XII.2 tax; 259(1) — Election 
for proportional holdings in trust property; 259(3) — Qualified 
trusts. 
Pre-RSC History: Para. 149(1)(0.4) added by 1987, c. 46, subsec. 
50(1), applicable to 1987 ef seq. 


Regulations: 5001 (master trust). 
(p) trusts under profit sharing plan —a 
trust under an employees profit sharing plan to 
the extent provided by section 144; 


S. 149(1)() 


Related Provisions: 144(2) — No tax while trust governed by 


plan; 210.1(c)— Trust not subject to Part XII:2 tax; 
AL ag CNG) — Certificate of exemption. 
(q) trusts under a__ registered 


supplementary unemployment benefit 
plan — a trust under a registered supplementary 
unemployment benefit plan to the extent provided 
by section 145; 

Related Provisions: 145(2) — No tax while trust governed by 


plan; 210.1(c)— Trust not subject to Part’ XII.2 tax; 
212(14)(c)() — Certificate of exemption. 


(q.1).RCA trusts — an RCA trust (within the 
meaning assigned by subsection 207.5(1)); 
Related Provisions: 149(1)(0.1)G)(B) — No tax on corporation 


administering RCA trust; 207.7(1) — Part XI.3. tax on RCA trust; 
210.1(c) — RCA trust not-subject to Part XII.2 tax. 


Pre-RSC History: Para. 149(1)(q.1) added by 1987, c. 46, subsec. 
50(2), applicable after October 8, 1986. 


(r) trusts under registered retirement 
savings plan —a trust under a registered re- 
tirement savings plan to the extent provided by 
section 146; 
Related Provisions: 138.1(7) — Where Stic hate deemed to 
be trust, etc.; 146(4) No tax while trust governed by plan; 
146(10) — Taxon beneficiary when RRSP acquires non-qualified 
investment; 146(10.1) — Tax on income from non-qualified invest- 
ments; -207.1(1) — Tax on holding non-qualified investment; 
210:1(c)— RRSP not subject: to Part XII.2 tax; 212(14)(c)(i) — 
Certificate of exemption. 


Interpretation Bulletins: IT-415R2: Deregistration of RRSPs. 


Information Circulars: 72-22R9: Registered retirement savings 
plans. 


(s) trusts under deferred profit sharing 

plan —a trust under a deferred profit sharing 

plan to the extent provided by section 147; 
Related Provisions: 147(7) — No tax while trust governed by 
plan; 198 — Tax on acquisition of non-qualified investment or use 
of assets as security; 207.1(2)— Tax on holding non-qualified in- 
vestment; 210.1(c)-—DPSP not subject to Part XII.2 tax; 
212(14)(c)(i) — Certificate of exemption. 


(s.1) trust governed by eligible funeral ar- 
rangement — a trust governed by an eligible 
funeral arrangement; 


Related Provisions: 148.1(2)— No tax on income accruing in 
funeral arrangement or on provision of funeral or cemetary services. 


History: Para. 149(1)(s.1) added by 1995, c. 21, s. 63, applicable to 
1993 et seq. 


(s.2) cemetery care trust — a cemetery care 
trust; 


History: Para. 149(1)(s.2) added by 1998, c. 19, subsec. 178(3), 
applicable to 1993 et seq. 


(t) farmers’ and fishermen’s insurer — an 
insurer that, throughout the period, is not engaged 
in any business other than insurance if, in the 
opinion of the Minister, on the advice of the Su- 
perintendent of Financial Institutions or of the su- 
perintendent of insurance of the province under 
the laws of which the insurer is incorporated, not 
less than 20% of the total of the gross premium 
income (net of reinsurance ceded) earned in the 
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period by the insurer and, where the insurer is not 
a prescribed insurer, by all other insurers that 


(i) are specified shareholders of the insurer, 
(ii) are related to the insurer, or 


(iii) where the insurer is a mutual corporation, 
are part of a group that controls, directly or 
indirectly in any manner whatever, or are con- 
trolled, directly or indirectly in any manner 
whatever by, the insurer, 


is in respect of insurance of property used in 
farming or fishing or residences of farmers or 
fishermen; 


Related Provisions: 138 — Insurance corporations; 149(4.1) — 
Extent’ of exemption; 149(4.2) — Application of subsection (1); 
149(4.3) — Computation of taxable income — of insurer; 
181.1(3)(c) — Exemption from Part I.3 tax; 212(14)(c)G) — Certif- 
icate of exemption; 227(14) — Exemption from tax under other 
Parts; 256(5.1) — Controlled directly or indirectly. 


History: Para. 149(1)(t) amended by 1997, c. 25, subsec. 47(1), ap- 
plicable to 1996 et seg. Para. (t) formerly read: 


(t) an insurer who, during the period, was not engaged in any 
business other than insurance if, in the opinion of the Minis- 
ter, on the advice of the Superintendent of Financial Institu- 
tions or of the superintendent of insurance of the province 
under the laws of which’ the insurer is incorporated, not less 
than 25% of the total of the gross premium income (net of 
reinsurance ceded) earned in the period by the insurer and, 
where the insurer is not a prescribed insurer, of all other in- 
surers that 


(i) were specified shareholders of the insurer, 
(ii) were related to the insurer, or 


(ii1) where the insurer is a mutual corporation, were part 
of a group that controlled, directly or indirectly in any 
manner whatever, or were controlled, directly or. indi- 
rectly in any manner whatever, by the insurer, 


was in respect of the insurance of farm property, property 
used in fishing or residences of farmers or fishermen; 


Para. 149(1)(t) substituted by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 122(1), applicable to. 1989 et seq. Para. (t) formerly read: 


(t) an insurer, who was engaged during the period in no busi- 
ness other than insurance, if, in the opinion of the Minister, 
on the advice of the Superintendent of Financial Institutions 
or of the superintendent of insurance of the province under 
the laws of which the insurer is incorporated not less than 
25% of the gross premium income (net of reinsurance ceded): 
of the insurer and all other insurers that were specified share- 
holders of the insurer or were related to the insurer or, where 
the insurer is a mutual corporation, all other insurers that 
were part of a group that controlled or were controlled by the 
insurer for the period was in respect of the insurance of farm 
property, property used in fishing or residences of farmers or 
fishermen; 


Pre-RSC History: Para. 149(1)(t) substituted by 1988, c..55, sub- 
sec. 133(2), applicable to 1989 et seg. Para. (t) formerly read: 


(t) an insurer, who was engaged during the period in no busi- 
ness other than insurance, if, in the opinion of the Minister on 
the advice of the Superintendent of Financial Institutions, 
50% of its gross premium income for the period was in re- 
spect of the insurance of farm property, property used in fish- 
ing or residences of farmers or fishermen; 


Para..149(1)(t) amended by 1987, c: 23, s..39, to substitute “Super- 
intendent of Financial Institutions” for “Superintendent of Insur- 
ance”, in force July 2, 1987. 
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Regulations: 4802(2) (prescribed insurers). 


(u) registered education savings plans — a 
trust governed by a registered, education savings 
plan to the extent provided by section 146.1; 
Related Provisions:  146.1(5)—Trust not 
212(14)(c)(i) — Certificate of exemption. 
(v) amateur athlete trust — an amateur ath- 
lete trust; ‘ 
Related Provisions: 143.1 — Rules for amateur athletic trusts; 


210.1(c) — Amateur athlete trust not subject to Part XII.2 tax: 
210.2(1.1) — Tax payable by amateur athlete trust. 


History: Para. 149(1)(v) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 88(1), applicable to 1988 et seq. 


Pre-RSC History: Para. 149(1)(v) repealed by 1986, c. 6, subsec. 
84(2), applicable to 1986 et seg. Para. 149(1)(v) formerly read: 


(v) registered home ownership savings. plan — a trust 
governed by a registered home ownership savings. plan to the 
extent, provided by section 146.2; 


Paras. 149(1)(u), (v) added by 1974-75-76, c. 26, subsec. 103(4), 
applicable, as to para. 149(1)(u), to 1972 et seq., and, as to para. 
149(1)(v), to 1974 et seg. 


(w) trusts to provide compensation — a 
trust established as required under a law of Can- 
ada or of a province in order to provide funds out 
of which to compensate persons for claims - 
against an owner of a business identified in the 
relevant law where that owner is unwilling or un- 
able to compensate a customer or client, if no part 
of the property of the trust, after payment of its 
proper trust expenses, is available to any person 
other than as a consequence of that person being 
a customer or client of a business so identified; 


Related Provisions: 210.1(c) — Trust not subject to Part .XII.2 
tax; 212(14)(c)(i) — Certificate of exemption. 


Pre-RSC History: Para. 149(1)(w) added by. 1976-77, c: 4, .sub- 
sec. 59(4), applicable to 1975 et seq. 


(x) registered retirement income funds — 
a trust governed by a registered. retirement. in- 


come fund to the extent provided by .section 
146.3; 


Related Provisions: 146.3(3) — No tax while trust governed by 
fund; .146.3(7) — Tax. on beneficiary. when RRIF acquires non- 
qualified investment; 146.3(9) — Tax on income from non-quali- 
fied investments; 207.1(4) — Tax on holding non-qualified invest- 
ments; 210.1(c)—RRIF not subject to Part XII.2 tax; 
212(14)(c)(i) — Certificate of exemption. 


Pre-RSC History: Para. 149(1)(x) added by 1977-78, c. 32, s. 37. 


(y) trusts to provide vacation pay — a trust 
established pursuant to the terms of a collective 
agreement between an employer or an association 
of employers and employees or their labour or- 
ganization for the sole purpose of providing for 
the payment of vacation or holiday pay, if no part 
of the property of the trust, after payment of its 
reasonable expenses, is 


taxable; 


(i) available at any time after 1980, or 
(i1) paid after December 11, 1979 


to any person (other than.a person. described in 
paragraph (k)) otherwise than as a consequence 
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of that person being an employee or an heir or 
legal representative thereof; or 

Related Provisions: 16(2) — Obligation issued at discount; 

210.1(c) — Trust not subject to Part XII.2 tax; 212(14)(c)(i) — Cer- 

tificate of exemption. 


Pre-RSC History: Para. 149(1)(y) added by 1980-81-82-83, c. 48, 
s. 84, applicable to 1972 et seq. 
(z) qualifying environmental trust — a qual- 
ifying environmental trust: 


Related Provisions: 12(1)(z.1), 107.3( 1) ses tftax fon pees ens 
211.6 — Part XII.4 tax on trust. 


History: Para. 149(1)(z) amended by 1998, c. 19, s. 41, applicable 
to 1997 et seg. Para. 149(1)(z) formerly. read: 

(z) mining reclamation trust — a mining reclamation trust. 
Para. 149(1)(z) added by 1995, c. 3, s. 45, applicable to 1994 et seg. 


Interpretation Bulletins [subsec. 149(1)]: IT-465R: Non-resi- 
dent beneficiaries of trusts. ' 


(1.1) Exception [Effective 1999] — Paragraphs 
(1)(d) to’ (d.6) do not“apply to a corporation, com- 
mission or association ‘during a’ period in which a 
person other than Her Majesty in right of Canada or 
a province or a municipality in Canada.had a right 
under a contract, in equity or otherwise, either imme- 
diately or in the future and either absolutely or con- 
tingently to, or to acquire, shares or capital of the 
corporation, commission or association. 

Notes:. 149(1.1) added by 1995-97 technical bill, effective (as 
amended before Third Reading of the bill) for taxation years and 
fiscal periods that begin after 1998, 


(1.2) Income test [Effective 1999] — For the 
purposes of paragraphs (1)(d.5) and (d.6), income of 
a corporation, commission or association from activ- 
ities carried on outside the geographical boundaries 
of a municipality does not include income from ac- 
tivities carried on under an agreement in writing 
between 


(a) the corporation, - commission or association, 
and 


(b) a person who, is Her Majesty in right, Me Can-— 


ada or a province, ora municipality or corporation 
_ to which any of paragraphs (1)(d) to (d.6). applies 
and that is controlled by. Her Majesty in right. of 


Canada or a province or by a municipality in 


Canada 
within the geographical boundaries of, 


(c) where the person is Her Majesty in right of 
Canada or a corporation controlled by Her May- 
esty in right-of Canada, Canada, 

(d) where the person is Her Majesty in right of a 
province or a corporation controlled by Her Maj- 
esty in right of a province, the province, and... 
(e) where the person is a municipality in ‘Canada 
or a corporation controlled by a municipality, in 
Canada, the municipality. 


Related Provisions: 
ownership. 


(1.3) Capital ownership [Effective 1999] — For 
the purposes of, paragraph.(1)(d.5). and subsection 


149(1.3) — Determination of ‘capital 


S. 149(3) 


(1.2), 90%. of the capital of a corporation that has is= 
sued share capital is owned by one or more munici- 
palities only when the municipalities own shares of 
the capital stock of the corporation that give the mu- 
nicipalities 90% or more of the votes that could be 
cast under all circumstances at an annual meeting of 
shareholders of the. corporation. ? 


History [subsecs. -149(1.1)-(1.3)]: Subsecs. 149(1.1) to (1.3) 
added by 1998, c. 19, subsec. 178(4), applicable to taxation years 
and fiscal periods that begin after 1998. 


(2) Determination of income — Rar the purposes 
of paragraphs (1)(e), (i), (j) and (J), in computing the 
part, if any, of any income that was. payable to or 
otherwise available for the personal benefit of .any 
person or the total of any amounts that is not less 
than a percentage specified. in any of those 
paragraphs of any income for a period, the amount of 
such income shall be deemed to be the amount 
thereof determined on the assumption that the 
amount of any taxable capital gain or allowable capi- 
tal loss is nil. 
History: Subsec. 149(2) amended by 1994, c..7, Sch: VIII(1993, c. 
24), subsec. 88(2), applicable to 1992 et seg. Subsec. (2) formerly 
read: 
(2) Income not to include taxable capital gains -— For the 
purposes of paragraphs (1)(e), (i), Gj). and (1), in computing the 
part, if any, of any income that was payable to’ or otherwise 
available for-the personal benefit of any person or the total of 
any amounts that is not less than a percentage specified in any 
of those paragraphs of any income for a period, the amount of 
that income shall be deemed to be the amount thereof other- 
wise, determined less the amount.of any taxable capital gains 
included therein. , | 
Pre-RSC History: Subsec. 149(2)-~substituted by. 1976- 77, c. 4, 
subsec. 59(5), applicable to 1977 et seg. Subsec. 149(2) formerly 
read: 
(2) For the purposes a paragraphs (1)(e) to 4G) and paragraph 
(1)(1), in computing the part, if any, of any income that was 
payable to or otherwise available for the personal benefit of 
any person or the aggregate of any amounis that is not less 
than a percentage specified in any of those paragraphs;of any 
income for a period, the amount of such income shall be 
deemed to be the amount thereof otherwise determined less 
the amount of any taxable capital gains included therein. 
Interpretation Bulletins: IT-409: Winding- oe of, a’ non rout 
organization. 


(3) Application of subsec. (1) — Subsection (1) 
does not apply in respect of the taxable income ‘of a 
benevolent or fraternal society or order from carry- 
ing on a life insurance business or, for greater cer- 
tainty, from the sale of property used by it in the year 
in, or held by it in the year in the course of, carrying 
on a life insurance business. 
Related Provisions: 16(2) — Obligation issued at discount; 
149(4) — Computation of taxable income; 212(14)(c)() — Certifi- 
cate of exemption. : 
Pre-RSC History: Subsec. 149(3) substituted by 1988, c. 55, 
subsec. 133(3), applicable to taxation years commencing) after June 
17, 1987 that end after 1987. Subsec. 149(3) formerly read: 
(3) Subsec. (1) not applicable — Subsection (1) does not 
apply in respect of the taxable income of a benevolent or fra- 
ternal benefit society or order from carrying on a life insur- 
ance business. 
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Selected Cases [subsec. 149(3)]: Actra Fraternal Benefit 
Society v. R., [1997] 3 C.T.C. 61 (FCA); rev’ g [1995] 2 C.T.C. 2671 
(TCC) (Allocation of assets to a particular fund was rebuttable pre- 
sumption only). 


(4) Idem — For the purposes of subsection (3), the 
taxable income of a benevolent or fraternal benefit 
society or order from carrying on a life insurance 
business shall be computed on the assumption that it 
had no income or loss from any other sources. 


(4.1) Income exempt under 149(1)(t) — Subject 
to subsection (4. 2), subsection (1) applies to an in- 
surer described in paragraph (1)(t) only in respect of 
the part of its taxable income for a taxation year dev 
termined by the formula 


(A x B x C) 
D 
where 
A. is its taxable income for the year; 
B is 


(a) '/, where less than 25% of the total of the 
gross premium income (net of reinsurance 
ceded) earned in the year by it and, where it is 
not a prescribed insurer for the purpose of par- 
agraph (1)(t), by all other insurers that 


(i) are specified shareholders of the 
insurer, 


(i1) are related to the insurer, or 


(ii1) where the insurer is a mutual corpora- 
tion, are part of a group that controls, di- 
rectly or indirectly in any manner 
whatever, or are controlled, directly or in- 
directly in any manner whatever by, the 
insurer, 


is in respect of insurance of property used in 
farming or fishing or residences of farmers or 
fishermen; and 


(b) 1 in any other case; 


C is the part of the gross premium income (net of 
reinsurance ceded) earned by it in the year that; in 
the opinion of the Minister, on the advice of the 
Superintendent of Financial Institutions or of the 
superintendent of insurance of the province under 
the laws of which it is incorporated, is In respect 
of insurance of property used in farming or fish- 
ing or residences of far: iers or fishermen; and 


D. is the gross premium income (net of reinsurance 
ceded) earned by it in the year. 

Related Provisions: 149(4.2) — Application of subsection (1): 

computation of taxable income of insurer. 


History: Subsec. 149(4.1) amended by 1997, c. 25, subsec. 47(2); 
applicable to 1996 et seg. Subsec. (4.1) formerly. read: 


(4.1) Idem — Subject to subsection (4.2), subsection (1) ap- 
plies in respect of an insurer described in paragraph G)(t) 
only in respect of that proportion of the insurer’s taxable in- 
come for a taxation year that 


(a) the part of the gross premium income (net of reinsur- 
ance ceded) earned in the year by the insurer that, in the 
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opinion of the Minister, on the advice of the Superinten- 
dent of Financial: Institutions or of the superintendent of 
insurance of the province under the laws of which the in- 
surer is. incorporated, was in respect of insurance of farm 
property, property used in fishing or residences of farm- 
ers or fishermen 


is of 


(b) the gross premium income (net of reinsurance ceded) 
earned in the year by, the insurer. 


Subsec. 149(4.1) substituted by 1994, c. 7, Sch. IE (1991, c. 49), 
subsec. 122(2), applicable to 1989 et seg. Subsec. (4.1) formerly 
read: 


(4.1) Subject to subsection (4.2), subsection (1) shall apply in 
respect of an insurer described in paragraph (1)(t) only in re- 
spect of that proportion of the insurer’s taxable income for a 
taxation year that 


(a) the insurer’s gross premium income (net of reinsur- 
ance ceded) for the year that in the opinion of the Minis- 
ter, on the advice of the Superintendent of Financial In- 
stitutions or of the superintendent of insurance: of the 
province under the laws of which the insurer is incorpo- 
rated, was in respect of the insurance of farm property, 
property used in fishing or residences of farmers or 
fishermen 


is of 


(b) its gross premium income (net of reinsurance ceded) 
for the year 


and, in computing the taxable income of the insurer for the 
taxation year, the insurer shall be deemed to have claimed or 
deducted in each of the taxation years preceding the year the 
greater of such. amount, as it claimed or deducted or.such 
amount as it may have been entitled to claim or deduct under 
paragraphs 20(1)(a), 20(7)(c) and 138(3)(a) and section 140 
. to the extent that that amount does not exceed its taxable in- 
come otherwise determined ‘or the preceding taxation year. 


Pre-RSC History: Subsec. 149(4.1) added by 1988, c. 55, subsec. 
133(4), applicable to 1989 er seg. 


(4. 2) Idem — Subsection (4.1) does not apply to an 
insurer described in paragraph (1)(t) in respect of the 
taxable income of the insurer for a taxation year 
where more than 90% of the total of the gross pre- 
mium income (net of reinsurance ceded) earned in 
the year by the insurer and, where the insurer is not a 
prescribed insurer, all other insurers that 


(a) are specified shareholders of the insurer, 
(b) are related to the insurer, or 


(c) where the insurer is a mutual corporation, are 
part of a group that controls, directly or indirectly 
in any manner whatever, or are controlled, di- 
rectly or indirectly in any manner whatever, cyeh 
the insurer, 


is in respect of insurance of property used in farming 
or fishing or residences of farmers or fishermen. 


Related Provisions: 256(5.1) — Controlled directly or indirectly. 


History: The closing words of subsec. 149(4.2) amended by 1997, 
c. 25, subsec. 47(3), applicable to 1996 et seg. The closing words 
formerly read: 


is in respect of insurance of farm property, property used in 
fishing or residences of farmers or fishermen. 
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Subsec. 149(4.2) substituted by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 122(2), applicable to 1989 et seq. Subsec. (4.2) formerly 
read: 


(4.2) Subsection (4.1), shall not apply in respect of an insurer 
described in paragraph (1)(t) in respect of the taxable income 
of the insurer for a taxation year where more than 90% of the 
gross premium income (net of reinsurance ceded) of the in- 
surer and all other insurers that were specified shareholders of 
the insurer or were related to the insurer or, where the insurer 
is a mutual corporation, all other insurers that were part of a 
group that controlled or were controlled by the insurer for the 
year was in respect of the insurance of farm property, prop- 
erty used in fishing or residences of farmers or fishermen. 


Pre-RSC History: Subsec. 149(4.2) added by 1988, c. 55, subsec. 
133(4), applicable to 1989 et seq. 


(4.3) Computation of taxable income of in- 
surer — For the purposes of this Part, in computing 
the taxable income of an insurer for a particular taxa- 
tion year, the insurer shall be deemed to have de- 
ducted under paragraphs 20(1)(a), 20(7)(c) and 
138(3)(a) and section 140 in each taxation year pre- 
ceding the particular year and in respect of which 
paragraph (1)(t) applied to the insurer, the greater of 


(a) the amount it claimed or deducted under those 
provisions for that preceding year, and 


(b) the greatest amount that could have been 
claimed or deducted under those provisions to the 
extent that the total thereof does not exceed the 
amount that would be its taxable income for that 
preceding year if no amount had been claimed or 
deducted under those provisions. 

History: Subsec. 149(4.3) added by 1994, c. 7, Sch. II (1991, c. 

49), subsec. 122(2), applicable to 1989 et seq., except that in its ap- 


plication to the 1989 and 1990 taxation years the subsec. shall be 
read as follows: 


(4.3) In computing the taxable income of an insurer described 
in paragraph (1)(t) for a taxation year in respect of which sub- 
section (1) applies to the insurer, the insurer shall be deemed 
to have claimed or deducted in each of its taxation years pre- 
ceding the year. the greater of such.amount as it claimed or 
deducted and such amount as it was entitled to claim or de- 
duct under paragraphs 20(1)(a), 20(7)(c) and 138(3)(a) and 
section 140 to the extent that that amount does not exceed its 
taxable income otherwise determined for the preceding taxa- 
tion year. 


(5) Exception re investment income of 
certain clubs — Notwithstanding subsections (1) 
and (2), where a club, society or association was for 
any period, a club, society or association described 
in paragraph (1)(1) the main purpose of which was to 
provide dining, recreational or sporting facilities for 
its members (in this subsection referred to as the 
“club’”’), an inter vivos trust shall be deemed to have 
been created on the later of the commencement of 
the period and the end of 1971 and to have continued 
in existence throughout the period, and, throughout 
that period, the following rules apply: 


(a) the property of the club shall be deemed to be 
the property of the trust; 


(b) where the club is a corporation, the corpora- 
tion shall be deemed to be the trustee having con- 
trol of the trust property; 


S. 149(6) 


(c) where the club is not a corporation, the of- 
ficers of the club shall be deemed to be the trust- 
ees having control of the trust property; 


(d) tax under this Part is payable by the trust on 
its taxable income for each taxation year; 


(e) the income and taxable income of the trust for 

each taxation year shall be computed on the as- 

sumption that it had no incomes or losses other 

than 7 
(i) incomes and losses from property, and 


(ii) taxable capital gains and allowable capital 
losses from dispositions of property, other 
than property used exclusively for and directly 
in the course of providing the dining, recrea- 
tional or sporting facilities provided by it for 
its members; 


(f) in computing the’ taxable income of the trust 
for each taxation year 


(i) there may be deducted, in addition to any 
other deductions permitted by this Part, 
$2,000, and 


(11) no deduction shall be made under section 
112 or 113; and 


(g) the provisions of subdivision k of Division B 
(except subsections 104(1) and (2)) do not apply 
in respect of the trust. 

Related Provisions: 16(2) — Obligation issued at discount; 

212(14)(c)@) — Certificate of exemption. 

Pre-RSC History: Subpara. 149(5)(f)Gi) amended to substitute 


“under section 112 or 113” for “under section 109, 112 or 113”, by 
1988, c..55, subsec. 133(5), applicable to. 1988 et seq. 


Subpara. 149(5)(f)(i) substituted, para. 149(5)(h) repealed by 1984, 
c. 1, subsecs. 83(2), (3). As substituted, subpara. 149(5)(f)(ii) appli- 
cable to 1984 et seg. Subpara. 149(5)(f)(ii) and para. 149(5)(h) for- 
merly read: 


(ii) no deduction shall be made under section 109, 112 or 
113 or paragraph 110(1)(d). 


(h) Part VII does not apply in respect of dividends received 
by. the trust. 


Interpretation Bulletins: IT-83R3: Non-profit organizations — 
Taxation of income from property; IT-406R2: Tax payable by an 
inter vivos trust; IT-409: Winding-up of a non-profit organization. 


Advance Tax Ruling: ATR-29: Amalgamation of social clubs. 


(6) Apportionment rule — Where it is necessary 
for the purpose of this section to ascertain the taxa- 
ble income of a taxpayer for a period that is a part of 
a taxation year, the taxable income for the period 
shall be deemed to be the proportion of the taxable 
income for the taxation year that the number of days 
in the period is of the number of days in the taxation 
year, 

Related Provisions: 124(3) — Crown agents; 149(10) — Corpo- 
ration becoming or ceasing to be exempt; 212(14)(c)(i) — Certifi- 
cate of exemption; 249.1(1)(b)(i) — Exempt individuals not subject 
to forced calendar year-end. 


Interpretation Bulletins: [T-347R2: Crown corporations; IT- 
409: Winding-up of a non-profit organization. 
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(7) [Prescribed form for R&D corporation a] 
Time for filing — A corporation the taxable in- 
come of which for a taxation year is exempt from tax 
under this Part because of paragraph (1)(j) shall file 
with the Minister a prescribed form containing pre- 
scribed information on or before its filing- due’ date 
for the year. 

Related Provisions: 149(7.1) — Penalty for late Ana 


History: Subsec. 149(7) added by 1996, c. 21, subsec. 37(4), appli- 
cable to taxation years that end after February 27, 1995, except that 
a form referred to in subsec. 149(7) that is filed with the Minister of 
National Revenue on or before September 18, ves is deemed to 
have been filed on a timely basis. 


Forms: T661: Claim for scientific research and experimental de- 
velopment expenditures carried on in Canada. 


Pre-RSC History [former subsec. 149(7)]: Former subsec. 
149(7) repealed by 1976-77, c. 4, subsec. 59(6), applicable to 1977 
et seg. Subsec. 149(7) formerly read: 


(7) For the purpose of paragraph (1)(g) or (h), 


(a) when deemed not to have acquired control of 
another corporation — a corporation is controlled by 
another corporation or by a trust if more than 50% of its 
issued share capital (having full vane rights under all 
circumstances) belongs to 


(1) the other corporation or the trust, or 


(i1) the other corporation or the trust and persons 
with whom the other corporation or the trust does not 
deal at arm’s length, 


but a corporation or trust shall be deemed not to have ac- 
quired control of a corporation if it has not purchased (or 
otherwise acquired for a consideration) any of the shares 
in the capital stock of that corporation; 


(b) gifts — there shall be included in computing a corpo- ~ 
ration’s or trust’s income. all gifts received by the corpo- 
ration or trust, including gifts received from a person de- 
scribed in paragraph (1)(g) or (h), other than .. 


(i) a gift received subject to a trust or direction: that 
the property given, or property substituted therefor, 
is to be held permanently by the corporation.or trust 
for the purpose of gaining or producing income 
therefrom, or 


(ii) a gift or portion of a gift in respect of which it is 
established that the donor (other than a person de- 
scribed in paragraph (1)(g) or (h)) has not been al- 
lowed a deduction under paragraph 110(1)(a) or a 
gift made by a person (other than a person described 
in paragraph (1)(g) or (h)) who was not taxable under 
section 2 for the taxation year in which the gift was 
made; and 


(c) subsections 104(6) and (12) are not PUR in de- 
termining a trust’s income. | 


Para: 149(7)(b) substituted by 1974-75-76; c. 26, ipeee 103(5), ap- 
plicable after November 18, 1974, Para. 149(7)(b) formerly read: 


(b) there shall be included in computing a corporation’s .or 
trust’s income all, gifts received by. the corporation or. trust, 
other than 


(i) a gift received subject to a trust or direction. that the 
property given, or property substituted therefor, is to be 
held permanently by the corporation or trust for the pur- 
pose of gaining or producing income therefrom, or ~ 

(i1) a gift or portion of a gift in respect of which it is es- 
tablished that the donor has not been allowed a deduction 
under paragraph 110(1)(a) or a gift made by a person 
who was not taxable.under section 2 for the taxation year 
in which the gift was made; and 
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(7.1) Penalty for failure to file on time — 
Where a corporation fails to file the prescribed form 
as required by subsection (7) for a taxation year, it is 
liable to a penalty equal to the amount determined by 
the formula 


AXB 
where 
A. is the greater of 
(a) $500, and 
(b) 2% of its taxable income for the year;,and 
B is the lesser of 
(a) 12, and 


(b) the number.of months in whole or.in part 

that are in the period that begins on the day on 

or before which the prescribed form is re- 

quired to be filed and ends on the day it 1s 
eric 


History: Subsec. 149(7.1) added by 1996, c 21, subsec. 37(4), ap- 
plicable to, taxation years that end after February 27,1995. 


(8) Interpretation of para. (1)(j) — For the pur- 
pose of paragraph (1)(j), 


(a) a corporation is controlled by another corpo- 
ration if more than 50% of its issued share capital 
(having full voting rights under all circum- 
stances) belongs to 


(i), the other corporation, or 


(ii) the other corporation and’ persons with 
whom the other corporation does not deal at 
arm’s length, 


but a corporation shall be deemed not to have ac- 
quired control of a corporation if it has not pur- 
chased (or otherwise acquired for a considera- 
tion) any of the shares in the capital stock of that 
corporation; and 


(b) there shall be included in computing a corpo- 

ration’s income and in determining its gross reve- 

nue the amount of all gifts received by the corpo- 

ration and all amounts contributed. to the 

corporation to be used for scientific research ‘and 
_ experimental development. 


Related Provisions: 212(14)(c)(G) — Certificate of exemption. 


History: Para. 149(8)(b) amended by 1996, C21) éubsee. 37(5), ap- 
plicable to taxation years that begin after June 1995. Para. (b) for 
merly read: 


(b) there shall be included in computing a corporation’s in- 
come all gifts received by the corporation and all amounts 
contributed to the corporation to be used for scientific re- 
search and experimental development. 


Regulations: 2900(1) (definition of SR&ED, except where work 
performed pursuant to agreement in writing entered into béfore Feb- 
ruary 28, 1995; but see also ITA 248(1)“scientific research and ex- 
perimental development”). 


(9) Rules for determining gross revenue — In 
determining the gross revenue of ‘a corporation for 
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the purpose of determining whether it is described by 
paragraph (1)(j) for a taxation year, 


(a) there may be deducted an amount not exceed- 
ing its gross revenue for the year computed with- 
out including or deducting any amount under this 
subsection; and 


(b) there shall be included any amount that has 
been deducted under this subsection for the pre- 
ceding taxation year. 


Related Provisions: 212(14)(c)(i) 
248(1) — Definition of “gross revenue”. 


History: Subsec. 149(9) amended by 1996, c 21, subsec. 37(6), ap- 
plicable to taxation years that begin after June 1995. Subsec. (9) 
formerly read: 


Certificate of exemption; 


(9) Rules — In computing the income of a corporation for 
the purpose. of determining whether it is described by para- 
graph (1)() for a taxation year, 


(a) there may be deducted an amount not exceeding its 
income for the year computed without including or de- 
ducting any amount under this subsection; and 


(b) there shall be included any amount that has been de- 
ducted under this subsection for the immediately preced- 
ing taxation year. 


Pre-RSC History: Para. 149(9)(a) substituted by 1980-81-82-83, 
c. 48, subsec. 84(2), to delete “preceding the taxation year” from the 
expression “for the year preceding the taxation year”, applicable to 
taxation years commencing after October 28, 1980. 


Subsec. 149(9) substituted by 1976-77, c. 4, subsec. 59(7), applica- 
ble to 1977 et seq. Subsec. 149(9) formerly read: 
(9) In computing the income of a corporation or a trust for the 
purpose of determining whether it is described by paragraph 
(1)(g), (h) or Gj) for a taxation year’ 
(a) there may be deducted an amount not exceeding its 
income for the year preceding the taxation year computed 
without including or deducting any amount under this 
subsection, and 


(b) there shall be included any amount that has been de- 
ducted under this subsection for the immediately preced- 
ing taxation year. 


(10) Exempt corporations [becoming or 
ceasing to be exempt] — Where, at any time (in 
this subsection referred to as “that time’’), a corpora- 
tion becomes or ceases to be exempt from tax under 
this Part on its taxable income otherwise than by rea- 
son of paragraph (1)(t), the following rules apply: 


(a) the taxation year of the corporation that would 

otherwise have included that time is deemed to 
have ended immediately before that time, a new 
taxation year of the corporation is deemed to 
have begun at that time and, for the purpose of 
determining the taxpayer’s fiscal period after that 
time, the taxpayer is deemed not to have estab- 
lished a fiscal period before that time; 


(a.1) for the purpose of computing the corpora- 
tion’s income for its first taxation year ending af- 
ter that time, the corporation shall be deemed to 
have deducted under sections 20, 138 and 140 in 
computing its income for its taxation year ending 
immediately before that time, the greatest amount 
that could have been claimed or deducted for that 
year as a reserve under those sections; 
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-(b) the corporation is deemed to have disposed, at 

the time (in this subsection referred to as the “dis- 
position time”) that is immediately before the 
time that is immediately before that time, of each 
property that was owned by it immediately before 
that time for an amount equal to its fair market 
value at that time and to have reacquired the 
property at that time at a cost equal to that fair 
market value; 


(c) for the purposes of applying sections 37, 65 to 
66.4, 66.7, 111 and 126, subsections 127(5) to 
(26) and section 127.3 to the corporation, the cor- 
poration is deemed to be a new corporation the 
first, taxation year of which began at that time; 
and 


(d) where, immediately before the disposition 
time, the corporation’s cumulative eligible capital 
in respect of a business exceeds the total of 


(i) 3/4 of the fair market value of the eligible 
capital property in respect of the business, and 


(ii) the amount otherwise deducted under par- 
agraph 20(1)(b) in computing the corpora- 
tion’s. income from the business for the taxa- 
tion year that ended immediately before that 
time, 


the excess shall be deducted under: paragraph 
20(1)(b) in computing the corporation’s income 
from the business for the taxation year that ended 
immediately before that time. | 


Related Provisions: 16(2), (3) — Obligation issued at discount; 
54“superficial loss”(c), (g¢) — Superficial loss rule does not apply; 
87(2.1)(b) — Losses of predecessor corporation; 89(1.2) — Capital 
dividend account of corporation ceasing to be tax-exempt; 100 — 
Disposition of an interest in a partnership; 124(3) — Crown agents; 
149(6) — Apportionment rule; 212(14) — Certificate of exemption; 
216(1) — Alternative re rents and timber royalties; 219(2) — Ex- 
empt corporations; 227(14) — Application of Parts III, [V and VI to 
certain public corporations. 


History: Paras. 149(10)(a), (b) to (d) amended by 1998, c. 19, sub- 
secs. 178(5), (6), applicable to a corporation that becomes or ceases 
to be exempt from tax on its taxable income under Part I of the Act 
after April 26, 1995. Those paras. formerly read: 


(a) the taxation year of the corporation that would otherwise 
have included that time shall be deemed to have ended imme- 
diately before that time and a new taxation year of the corpo- 
ration shall be deemed to have commenced at that time; 


(b) the corporation shall be deemed to have disposed, imme- 
diately before the time that is immediately before that time, of 
each property (other than, where, at that time, the corporation 
ceases to be exempt from tax under this Part on its taxable 
income, a Canadian resource property or a foreign resource 
property) that was owned by it immediately before that time 
for an amount equal to its fair market value at that time and to 
have reacquired the property at that time at a cost equal to 
that fair market value; 


(c) where paragraph (b) applies in respect of depreciable 
property of the corporation and the capital cost thereof to the 
corporation immediately before the disposition exceeds the 
fair market value thereof at that time, for the purposes of sec- 
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tions 13 and 20 and any regulations made under paragraph 
20(1)(a), 


(i) the capital cost’of the property to the corporation at 
that time shall be deemed to, be the amount that was its 
capital cost thereof immediately before the disposition, 
and 


(ii) the excess shall be deemed to have been.allowed to 
the corporation in respect of the property under regula- 
tions made under paragraph 20(1)(a) in computing its in- 
come for taxation years ending before that time; and 


(d) notwithstanding section 111, no amount is deductible in 

» computing the corporation’s taxable income for a taxation 
year ending after that time.in respect of a non-capital loss, net 
capital loss, restricted farm loss, farm loss or limited partner- 
ship loss for a taxation year ending before that time to the 
extent that the loss could-have been applied to reduce the cor- 
poration’s taxable income for taxation years ending before 
that time. 


Para. 149(10)(a.1) added by 1994, . 7, Sch. VUI (1993, c..24);.sub- 
sec. 88(3), applicable to 1992 et seq. 


Pre-RSC History: That portion of subsec. 149(10) preceding para. 
(a) amended to substitute “under this Part on its taxable income oth- 
erwise than by reason of paragraph (1)(t);” for “under this Part on 
its taxable income,” by 1988, c. 55, subsec. 133(6), applicable to 
1989 et seq. 


All that portion of subsec. 149(10) preceding subpara. (c)(ii) substi- 
tuted by 1987, c. 46, subsec. 50(3), applicable where a corporation 


(a) ceases after January 15, 1987 to be exempt from tax under 
Part I of the Act on its taxable income; or 


(b) becomes exempt from tax under Part I of the Act on its taxa- 
ble income after June 5, 1987, other than where a corporation 
becomes exempt from tax under Part I on its taxable income 
‘after that day as a result of the acquisition of shares of the capi- 
tal stock of the corporation or of another corporation pursuant 
to 


(i) an agreement entered into on or before that day, or 


(ii) a take-over bid made in accordance with the applicable 
securities legislation in Canada and a take-over bid circular 
or similar document to give notice to the public of the take- 
over bid was filed with a public authority or stock exchange 
in Canada on or before that day. 


That portion of subsec. 149(10) formerly read: 


(10) Exempt corporations — Where at any time after. No- 
vember 12, 198] a corporation ceases to be.exempt from tax 
under this Part on its taxable income, the following rules 
apply: 
(a) the taxation year of the corporation that would other- 
wise have included that time shall be deemed to have en- 
ded at that time and a new taxation year shall be deemed 
to have commenced immediately thereafter; 


(b) the corporation shall be deemed to have disposed, im- 
mediately before that time, of each property, other than a 
Canadian resource property or foreign resource property, 
that was owned by it immediately before that time for an 
amount equal to its fair market value at that time and. to 
have reacquired the property immediately after that time 
at a cost equal to that fair market value; and 


(c) where paragraph (b) applies in respect of depreciable 
property of the corporation and the capital cost thereof to 
the corporation immediately before that time exceeds the 
fair market value thereof at that time, for the purposes of 
sections 13 and 20 and any regulations made under para- 
graph 20(1)(a), 


(i) the capital cost of the property to the corporation 
immediately after that time shall’ be deemed to be the 
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amount that was its capital cost. thereof Seaecoe's 
before that time, and 


Para. 149(10)(d) added by 1987, c..46, subsec. 50(4), pie eee 
where a corporation becomes or ceases to be exempt from tax under 
Part I of the Act after June 5, 1987. 


Para. 149(10)(b) amended by 1985, c. 45, subsec. 84(1), to substi- 
tute “other than a Canadian resource property or foreign resource 
property” for “other than-a property described in any of paragraphs 
59(2)(a)..to (e)”, applicable to taxation years commencing after 
1984. 
Subsec. 149(10) added by 1980-81-82-83, c. 140, subsec. 103(3). 
Interpretation Bulletins: IT-302R3;: Losses of a corporation — 
the effect that acquisitions of control, amalgamations, and wind- 
ings-up have on their deductibility — after January 15, 1987. 
Pre-RSC History [former subsec. 149(10)]: Subsec. 149(10) 
repealed by 1980-81-82-83, c. 48, subsec. 84(3), applicable, to taxa- 
tion years commencing after October 28, 1980. Subsec. (10) for- 
merly read: 
(10) Election by non-profit corporation for scientific re- 
search — For the purpose of determining whether a corpora- 
tion has complied with the requirements of subparagraph 
(1)G@)Gi) for its first taxation year after its incorporation, the 
whole or any ‘part of amounts expended by it in the immedi- 
ately subsequent taxation year shall, if it so elects; be deemed 
to have been expended by it in the first taxation year and not 
in the subsequent taxation year. 
Subsec. 149(10) substituted by 1976-77, c. 4, subsec. 59(7), Tonnes : 
ble to 1977 et seg. Subsec. 149(10) formerly read: 
(10) Election by charitable trust or corporation — For the 
purpose of determining whether a corporation or trust has ~ 
complied with the requirements of subparagraph (1)(g)(iii), 
(1)(h)Gi1) or (1)G)(i) for its first,taxation year after its incor- 
poration or creation, the. whole or any. part.of amounts. ex- 
pended by it in the immediately subsequent taxation year 
shall, if it so elects, be deemed to have been expended by it in 
the first taxation year and not in the subsequent taxation year. 


(11) [Repealed] 


Related Provisions: 16(2)— Obligation issued at discount, 
212(14)(c)() — Certificate of exemption. 


History: Subsec. 149(11) repealed by 1998, c. 19, subsec. 178(7), 
in force on June 18, 1998. Subsec. 149(11) formerly read: 


(11) Exception — Subsection (10) does not apply toa corpo- 

ration that ceases to be exempt from tax under this Part after 
November 12, 1981, by reason of control of the corporation : 
being acquired by a person or persons pursuant to an agree- 

ment in writing entered into on or before that date. — 


Pre-RSC History: Subsec. 149(11) added by 1980- 81- 82- 83, c. 
140, subsec. 103(3). — 


(12) Information returns — Every. person. who, 
because of paragraph (1)(e) or (1), is exempt from: tax 
under this Part on all or part of the person’s taxable 
income. shall, within 6 months. after the end of each 
fiscal period of the person and. without notice. or de- 
mand therefor, file with the Minister an information 
return for the period in prescribed form. and. contain- 
ing prescribed information, if 


(a) the total of all amounts each of which is a tax- 
able dividend or an amount received or receiva- 
ble by the person as, on account of, in lieu of or 
in, satisfaction of, interest, rentals or royalties in 
the period exceeds $10, 000; 


(b) at the end of the person’s preceding fiscal pe- 
riod the total. assets of the person (determined in 
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accordance with generally accepted accounting 
principles) exceeded $200,000; or 


(c) an information return was required to be filed 
under this subsection by the person for a preced- 
ing fiscal period. 

Related Provisions: 233 — Demand for information return. 


History: Subsec. 149(12) added by 1994, c. 7, Sch. VIH (1993, c. 
24), subsec. 88(4), applicable to fiscal periods ending after 1992. 


Forms: T1044: Non-profit organization (NPO) information return. 


Pre-RSC History [s. 149]: The expression “scientific research 
and experimental development” substituted for “‘scientific research” 
by 1986, c. 6, subsec. 15(3), applicable with respect to taxation 
years ending after May 23, 1985. 


Selected Cases [s. 149]: Lutheran Life Insurance Society of 
Canada v. Canada, [1991] 2 C.T.C. 284 (FCTD) (Non-profit frater- 
nal benefit society cannot deduct income from non-insurance frater- 
nal sources from investment income; fraternal dividends. deductible 
from life insurance income when paid back for non-insurance frater- 
nal purposes). 


Definitions [s. 149]: “allowable capital loss” — 38(b), 248(1); 
“amateur athlete trust” — 143.1(1)(a), 248(1); “amount”, “busi- 
ness” — 248(1); “Canada” — 255; “Canadian resource prop- 
erty’ — 66(15), 248(1); “cemetery care trust” — 148.1(1), 248(1); 
“control” — 149(8); “controlled directly or indirectly” — 256(5.1); 
“corporation” — 248(1), Interpretation Act 35(1); “deferred profit 
sharing plan” — 147(1), 248(1); “depreciable property” — 13(21), 
248(1); “dividend”, “employed” — 248(1); “eligible funeral ar- 
rangement” — 148.1(1), 248(1); “employees profit sharing plan” — 
144(1), 248(1); “employment” — 248(1); “farm loss” — 111(8), 
248(1); “farming” — 248(1); “filing-due date” — 150(1), 248(1); 
“fishing” — 248(1); “foreign resource property” — 66(15), 248(1); 
“gross revenue” — 149(8)(b), 149(9), 248(1); “insurer” 
“inter vivos trust” — 108(1), 248(1); “interest” — in real property 
248(4); “life insurance business” — 248(1); “limited partnership 
loss” — 96(2.1)(e), 248(1); “Minister” — 248(1); “net capital loss”, 
“non-capital loss” —111(8), .248(1); “office” — 248(1); 
“owned” é ”, “prescribed”, “property” — 248(1); 
“province” — Interpretation Act 35(1); “qualifying environmental 
trust”, “registered pension plan” — 248(1); “registered retirement 
income fund” — 146.3(1), 248(1); “registered retirement savings 
plan” — 146(1), 248(1); “registered supplementary unemployment 
benefit plan” — 145(1), 248(1); “regulation” — 248(1); “re- 


lated” — 251(2); “restricted farm loss” — 31, 248(1); “retirement 


compensation arrangement” — 248(1); “scientific research and ex- 
perimental develpment” — 248(1), Reg. 2900(1); “servant” — 
248(1)“employment”; “share”, “shareholder”, “specified share- 
holder”, “subsidiary wholly- a vned corporation” — 248(1); “taxable 
capital gain” — 38(a), 248(1); “taxable income” — 2(2), 248(1); 
“taxation year” — 249; “taxpayer” — 248(1); “ * 
248(1), (3); “writing” — Interpretation Act 35(1). 


Interpretation Bulletins [s. 149]: IT-151R4: Scientific research 
and experimental development expenditures; IT-167R6: Registered 
pension plans — employee’s contributions; IT-269R3: Part IV tax 
on dividends received by a private corporation or a subject corpora- 
tion; IT-362R: Patronage dividends. 
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Charities 


149.1 (1) Definitions — In this section, 


Related Provisions: 172(6), 187.7 — Application of subsec. 
149.1(1). 


“charitable foundation” means a corporation or 


trust that is constituted and operated exclusively for 


charitable purposes, no part of the income of which 
is payable to, or is otherwise available for, the per- 
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sonal benefit of any proprietor, member, share- 
holder, trustee or settlor thereof, and that is not a 
charitable organization; 


Related Provisions: 149 — Exemptions; 149.:1(6:1) — Charita- 
ble purposes; 149.1(12)(b) — Rules — income. 


Pre-RSC History: The definition 
para. 149.1(1)(a). 
Interpretation Bulletins: IT-83R3: Non-profit organizations — 


Taxation of income from property; [T-111R2: Annuities purchased 
from charitable organizations. See also list at end of s. 149.1. 


“charitable foundation’. was 


“charitable organization” means an organization, 
whether or not incorporated, 


(a) all the resources of which are devoted to-char- 
itable activities carried on by the organization 
itself, 


(b) no part of the income of which is payable to, 
or is otherwise available for, the personal benefit 
of any proprietor, member, shareholder, trustee or 
settlor thereof, 


(c) more than 50% of the directors, trustees, of- 
ficers or like officials of which deal with each 
other and with each of the other directors, trust- 
ees, Officers or officials at arm’s length, and 


(d) where it has been designated as a private 
foundation or public foundation pursuant to sub- 
section (6.3) of this section or. subsection 
110(8.1) or (8.2) of the Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952, or 
has applied after February 15, 1984 for registra- 
tion under paragraph 110(8)(c) of that Act or 
under. the definition “registered charity” in sub- 
section 248(1), not more than 50% of the capital 
of which has been contributed or otherwise paid 
into the organization by one person or members 
of a group of persons who do not.deal with each 
other at arm’s length and, for the purpose of this 
paragraph, a reference to any person or to mem- 
bers of a group does not include a reference to 
Her Majesty in right of Canada or a province, a 
municipality, another registered charity that is not 
a private foundation, or any club, society or asso- 
ciation described in paragraph 149(1)(1); 

Related Provisions: 149 — Exemptions; 149.1(6), (6.2) — 

Whether resources devoted to charitable activities; 149.1(6.3) — 

Designation as public foundation, etc.; 149.1(6.4) — Registered na- 


tional, arts service organization deemed to be charitable: organiza- 
tion; 149.1(12)(b) — Rules — income; 188(1) — Revocation tax. 


Pre-RSC History: The definition “charitable organization” was 
para. 149.1(1)(b). See also “Transitional” under Pre- RSE History 
at end of s. 149.1. 


See at-end of subsec. 149.1(1). 


Cases [subsec. 149.1(1)“charitable 
organization”]: Vancouver Society of Immigrant and Visible 
Minority Women v. Canada, [1996] 2 C.T.C. 88 (FCA) (Objects too 
broad to determine whether organization was a charity); 
Everywoman’s Health Centre Society (1988) v. Canada, [1991] 2 
C.T.C. 320 (FCA) (Free-standing abortion clinic is a charity within 
common law. meaning); National Model Railroad Association v. 
MNR, [1989] 1 C.T.C. 300 (RCA) (Taxpayer not charitable organi- 
zation when activities have a “public character”); Toronto 
Volgograd Committee v. MNR, [1988] 1 C.T.C. 365 (FCA) (Regis- 
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tration refused when activities political); Positive Action Against 
Pornography v. MNR, [1988] 1 C.T.C, 232 (FCA) (Registration re- 
fused when society not constituted for “advancement of 
education”); Native Communications Society of B.C. v. MNR, 
[1986] 2 C.T.C. 170 (FCA) (Objects of non- profit corporation for 
benefit of community held charitable). 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chaptet 
148 of the Revised Statutes of Canada, 1952”). 


interpretation Bulletins: IT-83R3: Non-profit organizations — 
Taxation of income from property; IT-111R2: Annuities purchased 
from charitable organizations. See also list at end of s. 149.1. 


Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


Forms: T2095: Canadian charities — application for re- 
designation. 


“charitable purposes” includes the disbursement of 
funds to qualified donees; 


Pre-RSC History: The definition “charitable purposes” was para. 
149.1(1)(c). 


“charity” means a charitable organization or chari- 
table foundation; 

Related Provisions: 149(1)(f) — Exemptions for registered char- 
ity; 149(1)() — Non-profit organizations; 188(1) — Revocation 
tax; 248(1) — “registered charity”. 

Pre-RSC History: The definition “charity” was para. 149.1(1)(d). 
Forms: T2050: Application for income tax registration for Cana- 


dian amateur athletic associations and Canadian charities; T2095: 
Canadian charities — application for re-designation. 


“disbursement quota” for a taxation year of a char- 

itable foundation means the amount determined by 

the formula : 

C x 0.045 D- +P) dG 
365 


A+A1+B+ 


where 


A_ is 80% of the total of all amounts each of which 
is the amount of a gift for which the foundation 
issued a receipt described in subsection 110.1(2) 
or 118.1(2) in its immediately preceding taxation 
year, other than 


(a) a gift of capital received by way of adnest 
or inheritance, 


(b) a gift received subject to a trust: or ied 
tion to the effect that the property. given, or 
property substituted therefor, is to be held by 


the foundation for a period of not less than 10 | 


years, or 
(c) a gift received from a registered charity, 
A.1 is 80% of the total of all amounts each of which 
is the amount of a gift received in a: preceding 
taxation year, to the extent that the amount of the 
gift 
(a) is expended in the year, and 
(b) was excluded from the disbursement quota 
of the foundation 
(i) because of paragraph (a) of the descrip- 
tion of A for a taxation year that begins af- 
ter 1993, or 
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(i1)- because of parageaph; (b),. ofthe 
description of A, 


(a) in the case of a private foundation, the to- 
tal of all amounts each of which is an amount 
received by it in its immediately -preceding 
taxation year from. a registered charity, other 
than an amount that is a specified gift, or 


-(b) in the case of a public foundation, 80% of 
the total of all amounts each of which isan 
amount received by it in its immediately pre- 
ceding taxation year from a registered charity, 
other than an amount that is a specified gift, 


C is the number of days in the taxation year, 


D ‘is the prescribed amount for the year in respect of 
property (other than a prescribed property) or a 
portion thereof owned by the foundation at any 
time in the immediately preceding 24 months that 
was not used sry, in charitable activities or 
administration, 


E is °/4 of the total of the amounts dRRSEAEROU for A 
and A. ! for the year'in respect of the foundation, 


F is the amount equal. to 


(a) in the case of a private foundation, the 
amount determined as the value of B for the 
year in accordance with pataprape (a) of the 
description of B, or 


(b) in the case of a public foundation, °/4 of the 
amount determined as the value of B for the 
year in accordance with paragraph (b) of the 
description of B, and 


G is, for each of the first 10 taxation years of the 
foundation commencing after 1983, a portion of 
the amount, if any, by which 


(a) 90% of the amount, if any, by which the 
amount deducted by the foundation, for its last 
taxation year that. commenced before 1984, 
pursuant to paragraph 149.1(18)(a): of the. Jn- 
come. Tax Act, chapter 148 of. the Revised 
Statutes of Canada, 1952/-as it read for that 
year, exceeds the total of the amounts deter- 
mined in respect of the foundation under 
clauses, 149.1(1)(e)(iv)(B) to (D) of that Act 
for its first taxation year commencing after 
1983 


exceeds 


(b) the total of all amounts each of which is an 

amount that, for a preceding taxation year, has 

been determined as the value of G or included 

under subparagraph 149.1(1)(e)(v) of the 

above-mentioned Act in determining the ae 
- bursement quota of the foundation): 


that is not less than the amount obtained when 
such excess is divided by the difference. between 
10 and the number of preceding taxation years of 
the foundation that. commenced ale 1983-and 
before the year. 
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Related Provisions: 149.1(1.2) — Authority. of Minister — cal- 
culation of prescribed, amount; 149.1(8)— Accumulated property 
deemed expended on charitable activities; 149.1(12) — Rules; 
149.1(21)(c) — Disbursement excess of registered charity; 
248(5) — Substituted property; 257 — Formula cannot calculate to 
less than zero. 


History: The formula in the definition “disbursement quota” in 
subsec. 149.1(1) amended by 1998, c. 19, subsec. 179(1), applicable 
to taxation years that end after November 1991 except that, for such 
taxation years that began before 1993, the formula shall be read 
without reference to “A.1”. The formula formerly read: 


C x 0.045 [D — (E + P)] 
365 


0.8A +A.1+B+ +:iG 


The portion of the description of A in the definition “disbursement 
quota” in subsec. 149.1(1) before para. (a) amended by the said c. 
19, subsec. 179(2), applicable to taxation years that end after No- 
vember 1991. The portion formerly read: 


A.-. is the total of all amounts each of which is the amount of 
a gift for which the foundation issued a receipt described 
in subsection 110.1(2) or 118.1(2) in its immediately pre- 
ceding taxation year, other than 


The element A.1 added to the formula, its description added to the 
definition of “disbursement quota” in subsec. 149.1(1) and the 
description of E amended, by 1994, c.'21, subsecs. 74(1) to (3), ap- 
plicable to taxation years that begin after 1992. The description of E 
formerly read: 


E is the amount equal to °/s of the amount determined as the 
value of A for the year, 


That portion of the description of A in “disbursement quota” in sub- 
sec. 149.1(1). preceding para. (a) amended by 1994, c. 7, Sch. II 
(1991, c. 49), subsec. 123(1), to substitute “subsection 110.1(2) or 
118.1(2)” for “paragraph 110.1(1)(a) or 118.1(1)(a)”, applicable to 
1988 et seq. except that in its application to the 1988 taxation year, 
that reference shall be read as “subsection 110.2 or 118.1(2) of this 
Act or paragraph 110(1)(a) of the Income Tax Act, chapter 148 of 
the Revised Statutes of Canada, 1952, as it applied to taxation years 
ending before 1988”. 


Pre-RSC History: The definition “disbursement quota” was para. 
149.1(1)(e). It contained descriptive subparagraphs instead of the 
present formula, The pre-R.S.C. version read: 


(e) “disbursement quota” for a taxation year of a charitable 
foundation means an amount equal to the aggregate of 


(t) 80% of the aggregate of all amounts each of which is 
the amount of a gift for which the foundation issued a 
receipt. described in paragraph _110.1(1)(a) or 
118.1(1)(a) in its immediately preceding taxation year, 
other than 


(A) a gift of capital received by way of bequest or 
inheritance, 


(B) a gift received subject to a trust or direction to 
the effect that the property given, or property substi- 
tuted therefor, is to be held by the foundation for a 
period of not less than 10 years, or 


(C) a gift received from a registered charity, 


(ii) in the case of a private foundation, the aggregate of 
all amounts each of which is an amount received by it in 
its immediately preceding taxation year from a registered 
charity, other than an amount that is a specified gift, 


(tit) in the case of a public foundation, 80% of the aggre- 
gate of all amounts each of which is an amount received 
by it in its immediately preceding taxation year from a 
registered charity, other than an amount that is a-speci- 


fied gift, 


S..149.1(1) non 


(iv) the proportion that. the number of days in the year is 
of 365 of 4'% of the amount, if any, by which 


(A) the prescribed amount for the year in respect of 
property (other than a prescribed property) or a por- 
tion thereof owned by the foundation at any time in 
the immediately preceding 24 months that was not 
used directly in charitable activities or 
administration. 


exceéds the aggregate of 


—(B) % of the amount determined in respect of the 
foundation under subparagraph (i) for the year, 


(C) the amount determined in respect of the founda- 
tion under subparagraph (ii) for the year, and 


(D) “4 of the amount determined in respect of the 
foundation under subparagraph (iii) for the year, 
and ; 
(v) in each of its first 10 taxation years commencing after 
1983, a portion of the amount, if any, by which 
(A) 90% of the amount, if any, by which the amount 
deducted by the foundation, for its last taxation year 
that commenced before 1984, pursuant to paragraph 
(18)(a), as it read for that year, exceeds the aggre- 
gate of the amounts determined in respect of the 
foundation under clauses (iv)(B) to (D) for its first 
taxation year commencing after 1983 


exceeds 


(B) the aggregate of all amounts each of which is an 
amount included under this subparagraph in deter- 
mining the disbursement quota of the foundation for 
a preceding taxation year, 


that is not less than the amount obtained when such ex- 
cess is divided by the difference between 10 and the num- 
ber of preceding taxation years of the foundation. that 
commenced after 1983 and before the year. 


See at end of subsec. 149.1(1). 
Regulations: 3701 (prescribed amount). 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-244R3: Gifts by individuals of life 
insurance policies as charitable donations. See also list at end of s. 
149.1. 


Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


Forms: T3010: Registered charity information, return and public 
information return (Schedules 2, 4: disbursement quota calculation). 


“non-qualified investment” of a private foundation 
means 


(a) a debt (other than a pledge or undertaking to 
make a gift) owing to the foundation by 


(i) a person (other than an_ excluded 
corporation) 


(A) who is a member, shareholder, trustee, 
settlor, officer, official or director of the 
foundation, 


(B) who has, or is a member of a group of 
persons who do not deal with each other at 
arm’s length who have, contributed more 
than 50% of. the capital of the foundation, 
or 


1391 


S. 149.1(1) non 


(C) who does not deal at arm’s length with 
any person described in clause (A) or (B), 
or 


(ii) a corporation (other than an excluded cor- 
poration) controlled by the foundation, by any 
person or group of persons referred to in sub- 
paragraph (i), by the foundation and any other 
private foundation with which it does not deal 
at arm’s length or by any combination thereof, 


(b) a share of a class of the capital stock of a cor- 
poration (other than an excluded corporation) re- 
ferred to in paragraph (a) held by the foundation 
(other than a share listed on a prescribed stock 
exchange or a share that would be a qualifying 
share within the meaning assigned by subsection 
192(6) if that subsection were read without refer- 
ence to the expression “issued after May 22, 1985 
and before 1987’’), and 


(c) a right held by the foundation to acquire a 
share referred to in paragraph (b), 


and, for the purpose of this definition, an “excluded 
corporation’ is 
(d) a limited-dividend housing company to which 
paragraph 149(1)(n) applies, 


(e) a corporation all of the property of which is 
used by a registered charity in its administration 
or in carrying on its charitable activities, or 


(f) a corporation all of the issued shares of which 
are held by the foundation; 


Related Provisions: 149.1(21)(c) — Disbursement excess of reg- 
istered charity; 189 — Tax regarding non-qualified investment. 


History: Para. (b) of “non-qualified investment” in subsec. 
149.1(1) amended by 1994, c. 7, Sch. II (1991, c..49),; .subsec. 
123(2), applicable with respect to shares issued after May 22, 1985, 
other than shares issued before 1986 to which subsec. 192(6) of the 
former Act, as it read on May 22, 19835, is nS ALI: Para. (b) for- 
merly read: 


(b) a share of a class of the capital stock of a corporation 
(other than an excluded corporation) referred to in paragraph 
(a) held by the foundation (other than a share listed on.a pre- 
scribed stock exchange or a share that would be.a qualifying 
share within the meaning assigned by subsection 192(6) if 
that subsection were read without reference to the words “‘af- — 
ter May 22, 1985 and before 1987”), and 


That portion of “non-qualified investment” following para. (c) sub- 
stituted by 1994, c. 7, Sch. II (1991, c. 49), subsec. 123(3), applica- 
ble to taxation years beginning after 1983. That portion formerly 
read: 


and, for the purpose of this definition; an “excluded corpora- 
tion” is a limited dividend housing company to which para- 
graph 149(1)(n) applies or a corporation the operations of 
which are confined to the holding of property used by a regis- 
tered charity in its administration or in carrying on its charita- 
ble activities; 

Pre-RSC History: The definition “non-qualified investment” was 

para. 149.1(1)(e.1). See Table of Concordance. 


See at end of subsec. 149.1(1). 
Regulations: 3200 (prescribed stock exchange). 


“private foundation” means a charitable foundation 
that is not a public foundation; 
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Related Provisions: 149.1(6.3) — Designation as public founda- 
tion, etc.; 149.1(13) — Designation of private foundation as public; 
189 — Tax on private foundation with’ non-qualified investments; 
248(1)“private foundation” — Definition applies to entire Act. 
Pre-RSC History: The definition “private foundation” was para. 
149.1(1)(f). 

Interpretation Bulletins: IT-83R3: Non-profit organizations — 
Taxation of income from property. See also list at end of s. 149.1. 


Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


Forms: 12095: 


Canadian charities — application for re- 
designation. 


“public foundation” means a charitable foundation 
of. which, 


(a) where the foundation has been registered after 
February 15, 1984 or designated as a charitable 
organization or private foundation pursuant to 
subsection (6.3) or to subsection 110(8.1) or (8.2) 
of the Income Tax Act, chapter 148 of the Re- 
vised Statutes of Canada, 1952, 


(i) more than 50% of the directors, trustees, 
officers or like officials deal with each other 
and with each of the other directors, trustees, 
officers or officials at arm’s length, and 


(ii) not more than 50% of the capital contrib- 
uted or otherwise paid in to the foundation has 
been so contributed or otherwise paid in by 
one person or members of a group of such 
persons who do not deal with each other at 
arm’s length, or 


(b) in any other case, 


(1) more than 50% of the directors or trustees 
deal with each other and with each of the 
other directors or trustees at arm’s length, and 


(ii) not more than 75% of the capital contrib- 
uted or otherwise paid in to the foundation has 
been so contributed or otherwise paid in by 
one person or by a group of persons who do 
not deal with each other at arm’s length 


and, for the purpose of subparagraph (a)(ii), a refer- 
ence to any person or to members of a group does 
not include a reference to Her Majesty in right of 
Canada or a province, a municipality, another regis- 
tered charity that is not a private foundation, or any 
club, society or association described in paragraph 
149(1)(); 

Related Provisions: 149.1(6.3) — Designation as public founda- 


tion, etc.; 149.1(13) — Designation of private foundation as public; 
248(1)“private foundation” — Definition applies to entire Act. 


Pre-RSC History: The definition “public foundation” was para. 
149.1(1)(g). See Table of Concordance. 


See at end of subsec. 149.1(1). 


I.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952’). 


Interpretation Bulletins: IT-83R3: Non-profit organizations — 
Taxation of income from property. See also list at end of s. 149.1. 


Information Circulars: 80- TOR: Registered charities: operating a 
registered charity. 
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Forms: 12095: Canadian charities — application for re- 
designation. 


“qualified donee” means a donee described in any 
of paragraphs 110.1(1)(a) and (b) and the definitions 
“total charitable gifts” and “total Crown gifts” in 
subsection 118.1(1); | 


Pre-RSC History: The definition “qualified donee” was para. 
149.1(1)(h). 

See at end of subsec. 149.1(1). 

“qualified investment [para. 149.1(1)(i)]” — [Re- 


pealed under former Act] 


“related business”’, in relation to a charity, includes 
a business that is unrelated to the objects of the char- 
ity if substantially | all persons employed by the char- 
ity in the carrying on of that business are not remu- 
nerated for that employment; 
Pre-RSC History: The definition 

149.1(1)(j). 

Selected Cases [subsec. 149.1(1)“related business”]: 
Alberta Institute on Mental Retardation: v. ‘The Queen, [1987] 2 
C.T:C: 70 (FCA); leave to appeal to SCC refused (sub nom. Alta. 
Institute on Mental Retardation v. MNR) (1988), 87 NR 397 (note) 
(Taxpayer operating for charitable purpose carrying on “related bus- 
iness” when income used in charitable activities). 


“related usineent was para. 


“specified gift’ means that portion of a gift, made in 
a taxation year by a registered charity, that is desig- 
nated as a gtd gift in its information return for 
the year; 

Pre-RSC History: The definition 
149. 1(1)(k). 

See at end of subsec. 149.1(1). 


Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


“specified gift” was para. 


“taxation year” means, in the case of a registered 
charity, a fiscal period: 


Pre-RSC History: The definition “taxation year” 
149.1(1)(1).- 


Pre-RSC History [subsec. 149.1(1)]: eee 149.1(1)(b)Gv) 
amended by 1988; c. 55, subsec. 134(1), to substitute “pursuant to 
subsection (6.3) or 110(8.1) or (8.2) or has applied after February 
15, 1984 for registration under paragraph 110(8)(c) or under the 
definition “registered charity” in subsection 248(1)” for “pursuant 
to subsection 110(8.1) or(8.2) or has applied for registration under 
paragraph 110(8)(c) after February 15, 1984,” applicable to 1988 et 
seq. 


was spara. 


That portion of subpara. 149.1(1)(e)(i) preceding cl. (A) amended 
by 1988, c. 55, subsec. 134(2), to substitute “paragraph 110.1(1)(a) 
or 118.1(1)(a)” for “paragraph 110(1)(a)”, applicable to 1988 er seg. 
aay, that in its application to the 1988 taxation year, the reference 

o “paragraph 110(1)(a) or paragraph 118.1(1)(a)”, in subpara. 
We 1(1)(e)G) shall be read as a reference to “paragraph UGien 
110.1¢1)(a) or 118.1(1)(a)”. 


That portion of subpara. 149.1(1)(g)(i) preceding cl. (A) amended to 
substitute “subsection (6.3) or 110(8.1) or (8.2)” for “subsection 
110(8.1) or (8.2)”, and para. 149.1(1)(h) substituted by 1988, c. 55, 
subsecs. 134(3), (4), applicable to 1988 et seg. Para.. 149.1(1)(h) 
formerly read: 


(h) “qualified donee” — “qualified donee” means a donee 
described in any of subparagraphs 110(1)(a)(i) to (vii) or par- 
agraph 110(1)(b); 


S. 149.1(1) 


All that portion of subpara. 149.1(1)(e)(iv) preceding cl. (B) substi- 
tuted, all that portion of para. 149.1(1)(e) following subpara. (v) re- 
pealed by 1986, c. 55, subsecs. 58(1), (2), applicable with respect to 
taxation years commencing after 1983. Those portions formerly 
read: 


(iv) the proportion described in subparagraph (vi) of 
4'>% of the amount, if any, by which 


(A) the aggregate of all amounts each of which is the 
proportion described in subparagraph (vii) of the 
value, determined in prescribed manner, at the begin- 
ning of the year, of such portion of a property (other 
than a prescribed property) owned by the foundation 
at that time as, for a period in its immediately pre- 
ceding taxation year, was owned by the foundation 
and not used directly in charitable activities or 
administration 


exceeds the aggregate of 


and, for the purposes of this definition, 


(vi) the proportion of the percentage specified in subpara- 
graph (iv) is the proportion that the number of days in the 
year is of 365, and 


(vii) the proportion of the value determined pursuant to 

clause (iv)(A) is the proportion that the number of days 

in the period referred to in that clause is of the number of 

days for which the foundation, during its immediately 

preceding taxation year, owned the property described in 
' that clause; 


That portion of subsec. 149.1(1) preceding para. (a) substituted to 
add “section 172 and Part V”; paras. 149.1(1)(b), (e), (g) and (k) 
substituted, para. (e.1) added and para. (i) repealed by 1984, c. 45, 
subsecs. 57(1)-(6). That portion preceding para. (a), paras. (e), (e.1) 
and (k) and the repeal of para. (i) are applicable to taxation years 
commencing. after 1983, para. (b) is applicable to taxation years 
commencing after 1984 and para. (g) is applicable to taxation years 
commencing after 1983, except that in its application to such a taxa- 
tion year commencing prior to 1985, cls. 149.1(1)(g)(i)(A) and (B) 
shall be read as follows: 


(A) more than 50% of the directors or trustees deal with each 
other and with each of the other directors or trustees at arm’s 
length, and 


(B) not more than 75% of the capital contributed or otherwise 
paid in to the foundation has been so contributed or otherwise 
paid in by one person or by a group of persons who do not 
deal with each other at arm’s length, or 


Paras. (b), (e), (g), (i) and (k) formerly read: 


(b) “charitable organization” means an organization, whether 
or not incorporated, all the resources of which are devoted to 
charitable activities carried on by the organization itself and 
no part of the income of which is payable to, or is otherwise 
available for, the personal benefit of any proprietor, member, 
shareholder, trustee or settlor thereof; 


(e) “disbursement quota” for a taxation year of a private foun- 
dation means an amount equal to the aggregate of 


(1) the greater of 


(A) 5% of the fair market value of all capital proper- 
ties of the foundation, calculated as of the com- 
mencement of the taxation year of the foundation but 
excluding 


(1) qualified investments of the foundation, 


(II) capital properties used directly by the foun- 
dation in charitable activity or in the administra- 
tion of the foundation, and 
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(II) any other property accumulated by the 
foundation with the consent of the Minister 
given pursuant to subsection (8), and 


(B) 90% of the income for the year derived by the 
foundation from the capital properties described in 
clause (A), except those capital properties described 
in subclauses (1) to (IID) thereof, and 


(11) 90% of the amount by which the income of the foundation 
for the year exceeds the income derived by the foundation in 


that 


(g) 


year as determined under clause (i)(B); 


“public foundation” means a charitable foundation of 


which 


(i) “ 


(i) more than 50% of the directors or trustees deal with 
each other and with each of the other directors or trustees 
at arm’s length, and ; 


(ii) not more than 75% of the capital contributed or other- 
wise paid in to the foundation has been so contributed or 
otherwise paid in by one person or by a group of persons 
who do not deal with each other at arm’s length; 


qualified investment” for a private foundation means 


(i) an investment that would be described in any of sub- 
paragraphs 204(e)(4), (ii), (iv), (v) or (vii) if the reference 
in paragraph 204(e) to a trust governed by a deferred 
profit sharing plan or a revoked plan were read as a refer- 
ence to a private foundation, 


(11) a bond, debenture, note or similar obligation of a cor- 
poration the shares of which are listed on a prescribed 
stock exchange in Canada, 


(iii) a mortgage or interest therein, secured by real prop- 
erty situated in Canada, other than a mortgage in respect 
of which the mortgagor is 


(A) a director, trustee or employee of the foundation 
or a person with whom any such director, trustee or 
employee does not deal at arm’s length, or 


(B) a person or member of a group of persons who 
do not deal with each other at arm’s length who or 
that contributed or otherwise paid to the foundation 
more than 75% of the capital contributed to or other- 
wise paid in to it, 


(iv) an interest in a corporation described in paragraph 
149(1)q), 


(v) a share in the capital stock of a limited-dividend 
housing company within the meaning of that expression 
as defined by the National Housing Act, 


(vi) a share in the capital stock of a mutual fund 
corporation, 


(vil) a unit of a mutual fund trust, 
(viii) a share in the capital stock of a public corporation, 


(ix) a warrant or right listed on a prescribed stock ex- 
change in Canada that gives the owner thereof the right 
to acquire, either immediately or in the future, any prop- 
erty that is a qualified investment within the meaning of 
any other subparagraph of this paragraph, 


(x) a balance standing to the credit of the private founda- 
tion in the records of a credit union within the meaning 
assigned by subsection 137(6), and 


(xi) such other investments as may be prescribed by any 
regulations of the Governor in Council made on the rec- 
ommendation of the Minister of Finance; 
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(k) the relevant percentages referred to in paragraph (2)(b), 
subparagraph (3)(b)(i) and subsection (5) are 
(i) 50% where the pedately preceding taxation year is 
1976, 
(ii) 60% where the immediately preceding taxation year 
1S*4977; 
(iii) 70% where the immediately preceding taxation year 
is 1978, and 


(iv) 80% where the immediately preceding taxation year 
is a year after 1978; and.. 


Selected Cases [subsec. 149.1(1)]: Interfaith Development 
Education Assn., Burlington v. MNR, [1997] 3 C.T.C. 271 (FCA) 
(Restricted interpretation given to “advancement of education”). 


(1.1) Exclusions — For the purposes of paragraphs 
(2)(b), (3)(b), (4)(b) and (21)(a), the following shall 
be deemed to be neither an amount expended in a 
taxation year on charitable activities nor a gift made 
to a qualified donee: 


(a) a specified gift; and 


(b) an expenditure on political activities made by 
a charitable organization or a charitable 
foundation. 

Pre-RSC History: Subsec. 149.1(1.1) substituted by 1986, c.. 6, 


subsec. 85(1), applicable to 1985 et seg. Subsec. 149.1(1.1) for- 
merly read: 
(1.1) Effect where gift is specified gift — For the purposes 
of paragraphs (2)(b), (3)(b), (4)(b) and (21)(a), a specified 
gift shall be deemed to be neither an amount expended in a 
taxation year on charitable activities nor a gift made to a qual- 
ified donee. 


Subsec. 149.1(1.1) added by 1984, c. 45, subsec. 57(7), applicable 
to taxation years commencing after 1983. 


Information Circulars: 80-10R: Registered charities: operating a 
registered charity; 87-1: Registered charities — ancillary and inci- 
dental political activities. 


(1.2) Authority of Minister — For the purposes of 
the determination of D in the definition “disburse- 
ment quota’ in subsection (1), the Minister may 


(a) authorize a change in the number of periods 
chosen by a charitable foundation in determining 
the prescribed amount; and 


(b) accept any method ‘for the determitiation of 
the fair market value of property or a’ portion 
thereof that may be required in determining the 
prescribed amount. 

Pre-RSC History: Subsec. 149.1(1.2) added by 1986, c. 55, sub- 


sec. 58(3), applicable with respect to taxation years commencing af- 
ter 1983. 


(2) Revocation of registration of charitable 
organization — The Minister may, in the manner 
described in section 168, revoke the registration of a 
charitable organization for any reason described in 
subsection 168(1) or where the organization 


(a) carries on a business that is not a related busi- 
ness of that charity; or 


(b) fails to expend in any taxation year, on chari- 
table activities carried on by it and by way of 
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gifts made by it to qualified donees, amounts the 
total of which is at least equal to the total of 


(i) the amount that would be the value of A 
for the year, and 


(11) the amount that would be the value of A.1 
for the year, 


in the definition “disbursement quota” in subsec- 

tion (1) in respect of the organization if it were a 

charitable foundation. 
Related Provisions: 149.1(1.1) — Exclusions; 172(3)(a) — Ap- 
peal from refusal to register, revocation of registration, etc. ; 
180(1) — Appeals to Federal Court of Appeal; 188 — Revocation 
tax; 230(2) — Charity must keep books and records to allow Minis- 
ter to determine if there are grounds for revocation of registration; 
248(1)“registered charity” — Application for registration. 


History: Subparas. 149.1(2)(b)(i) and (ii) amended by 1998, c. 19, 
subsec. 179(3), applicable to taxation years that end after November 
1991. Subparas. 149.1(2)(b)(i) and (ii) formerly read: 


(i) 80% of the amount that would be determined for the year 
for A, and 


(ii) the amount that would be determined for the year for A.1, 


Para. 149.1(2)(b) substituted by 1994, c. 21, subsec. 74(4), applica- 

ble to taxation years that begin after 1992. That para. formerly read: 
(b) fails to expend in any taxation year, on charitable activi- 
ties carried on by it and by way of gifts made by it to quali- 
fied donees, amounts the total of which is at least equal to 
80% of the amount that would be determined for the year for 
A in the definition “disbursement quota” in subsection (1) in 
respect of the organization if it were a charitable foundation. 


Pre-RSC History: Para. 149.1(2)(b) substituted by 1984, c. 45, 

subsec. 57(8), applicable to taxation years commencing after 1983. 

Para. (b) formerly read: 
(b) fails to expend in any taxation year, on charitable activi- 
ties carried on by it and by way of gifts made by it to quali- 
fied donees, amounts that, in the aggregate, are at least equal 
to the relevant percentage of the aggregate of amounts for 
which it issued receipts described in paragraph 110(1)(a) in 
its immediately preceding taxation year. 


Interpretation Bulletins: IT-244R3: Gifts by individuals of life 
insurance policies as charitable donations. See ees list at end of s. 
149.1. 


Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


(3) Revocation of registration of public foun- 
dation — The Minister may, in the manner de- 
scribed in section 168, revoke the registration of a 
public foundation for any reason described in sub- 
section 168(1) or where the foundation 


(a) carries on a business that. is not a related busi- 
ness of that charity; 


(b) fails to expend in any taxation year, on chari- 
table activities carried on by it and by way of 
gifts made by it to qualified donees, amounts the 
total of which is at least equal to the foundation’s 
disbursement quota for that year; 


(c) since June 1, 1950, acquired control of any 
corporation; 


(d) since June 1, 1950, incurred debts, other than 
debts for current operating expenses, debts in- 
curred in connection with the purchase and sale 


| Related Provisions: 


S. 149.1(4) 


of investments and debts incurred in the course of 
administering charitable activities; or 


(e) at any time within the 24 month period pre- 
ceding the day on which notice is given to the 
foundation by the Minister pursuant to subsection 
168(1) and at a time when the foundation was a 
private foundation, took any action or failed to 
expend amounts such that the Minister was enti- 
tled, pursuant to subsection (4), to revoke its’ Te- 
gistration as a private foundation. . 


Related Provisions: 149.1(1.1) — Exclusions; 149.1(12) — 
Rules; 149.1(18) — Rules relating to computation of income; 
149.1(20) — Rule regarding disbursement excess; 172(3)(a) — Ap- 
peal from refusal to register, revocation of registration, etc. ; 
180(1) — Appeals to Federal Court of Appeal; 188(1) — Revoca- 
tion tax; 230(2) — Charity must keep books and records to allow 
Minister to determine if there are grounds for revocation of registra- 
tion; 248(1)“registered charity” — Application for registration. 


Pre-RSC History: Para. 149.1(3)(b) substituted by 1984, c. 45, 
subsec. 57(9), applicable to taxation years commencing after 1983. 
Para. (b) formerly read: 


(b) fails to expend in any taxation year, on charitable activi- 
ties carried on by it and by way of gifts made by it to quali- 
fied donees, amounts that, in the aggregate, are at least equal 
to the greater of 


(i) the relevant percentage of the aggregate of amounts 
for which it issued:receipts described in paragraph 
110(1)(a) in its immediately preceding taxation year, 
other than amounts that are gifts described in subpara- 
graph (12)(b)(i), and 

(ii) 90% of its income for the year; 


Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


(4) Revocation of registration of private foun- 
dation — The Minister may, in the manner de- 
scribed in section 168, revoke the registration of a 
private foundation for any reason described in sub- 
section 168(1) or where the foundation 


(a) carries on any business; 


(b) fails to expend in any taxation year, on chari- 
table activities carried on by it and by way of 
gifts made by it to qualified donees, amounts the 
total of which is at least equal to the foundation’s 
disbursement quota for that year; 


(c) since June 1, 1950, acquired control of any 
corporation; or 


(d) since June 1, 1950, incurred debts, other than 
debts for current operating expenses, debts in- 
curred in connection with the purchase and sale 
of investments and debts incurred in the course of 
administering charitable activities. 

149.1(1.1) — Exclusions; 149.1(12) — 
Rules; 172(3)(a) — Appeal from refusal to register, revocation of 
registration, etc.; 180(1)-— Appeals to Federal Court of Appeal; 
188(1) — Revocation tax; 230(2) — Charity must keep books and 
records to allow Minister to determine if there are grounds for revo- 
cation of registration; 248(1)“registered charity” — Application for 
registration. 

Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 
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(4.1) Revocation of registration of registered 
charity — Where a registered charity has made a 
gift to another registered charity and it may reasona- 
bly be considered that one of the main purposes of 
making the gift was to unduly delay the expenditure 
of amounts on charitable activities, the Minister 
may, in the manner described in section 168, revoke 
the registration of the charity that made the gift and, 
where it may reasonably be considered that the char- 
ities acted in concert, of the other charity. 

Related Provisions: 172(3)(a) — Appeal from refusal to register, 
revocation of registration, etc.; 180(1) — Appeals to Federal Court 
of Appeal; 188(1) — Revocation tax; 230(2) — Charity must keep 
books and records to allow Minister to determine if there are 
grounds for revocation of registration. 


History: Subsec. 149.1(4.1) added by 1984, c. 45, subsec. 57(10), 
applicable to: taxation years commencing after 1983. 


Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


(5) Reduction — The Minister may, on application 
made to the Minister in prescribed form by a regis- 
tered charity, specify an amount in respect of the 
charity for a.taxation year and, for the purpose of 
paragraph (2)(b), (3)(b) or (4)(b), as the case may be, 
that amount shall be deemed to be an amount ex- 
pended by the charity in the yea on charitable activ- 
ities carried on by it. ) 


Pre-RSC History: Subsec. 149.1(5) substituted by 1984, c. 45, 
subsec. 57(11), applicable to 1984 et seg. Subsec. 149.1(5) formerly 
read: 


(5) Exception — Notwithstanding paragraph (2)(b) and sub- 
paragraph (3)(b)(1), the Minister shall not revoke the registra- 
tion of a charity pursuant to that paragraph or subparagraph, 
Whichever is applicable, where, ina taxation year of the char- 
ity in, which it fails-to meet the:requiremeénts of whichever of 

- that paragraph and subparagraph is applicable to it and in its 
immediately preceding taxation years subsequent to 1976 but 
not exceeding 4 in number, it expended on charitable activi- 
ties carried on by it and by way of gifts made by it to quali- 
fied donees amounts that, in the aggregate, are at least equal 
to the relevant percentages of those amounts for which it is- 
sued receipts described in paragraph 110(1)(a) in its taxation 
years, subsequent to 1975 but not exceeding. 5 in number, im- 
mediately preceding the year in which it so fails to meet the 
requirements of paragraph (2)(b) or subparagraph (3)(b)Q), 
whichever is applicable. 


information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


Forms: T2094: Registered charities — Application to reduce dis- 
bursement quota. 


(6) Devoting resources to charitable activ- 
ity — A charitable organization shall be considered 
to be devoting its resources to charitable activities 
carried on by it to the extent that 


(a) it carries on a related business; 


(b) in any taxation year, it disburses not more 
than 50% of its income for that year to qualified 
donees; or 


(c) it disburses income to a registered charity that 
the Minister has designated in writing as a charity 
associated with it. 


Income Tax Act, Part I 


Related Provisions: 149.1(7) —= Designation of associated: chari- 
ties; 149.1(12)(b) — Rules — income. 


Information Circulars: 77-6: Registered charities: designation as 
associated charities; 80-10R: Registered charities: operating a regis- 
tered charity. 


(6.1) Charitable purposes — For the purposes of 
the definition “charitable foundation” in subsection 
(1), where a corporation or trust devotes substan- 
tially all of its resources to charitable purposes’ and 


(a) it devotes part of its resources to yeas: 
activities, 


(b) those political activities are ancillary and inci- 
dental to its charitable purposes, and 


(c) those political activities do not include the di- 
rect or indirect support of, or opposition to, any 
political party or candidate for public office, 


the corporation or trust shall be considered to be 
constituted and operated, for charitable, purposes to 
the extent of that part of its resources so devoted. 


Information Circulars: 87-1: Registered charities — ancillary 
and incidental political activities. 


(6.2) Charitable activities — For the purposes of 
the definition “charitable organization” in subsection 
(1), where ‘an organization devotes substantially all - 
of its resources to charitable activities lie on by 
it and 


(a) it devotes part of its resources’ to pelttical 
activities, 


(b) those political activities are ancillary wid inci- 
dental to its charitable activities; and 


(c) those political activities do not include the di- 
rect or indirect support of, or opposition, to, any 
political party or candidate for public. office, 


the organization shall be considered to be devoting 
that part of its resources to charitable activities car- 
ried on by it. 


Pre-RSC History: Subsecs. 149. 16. 1), (6.2) added by 1986, c..6, 
subsec. 85(2), applicable to 1985 et seq. 


Selected Cases [subsec. 149.1(6.2)]: N.D.G. Neighbourhood 
Assoc. v. Revenue Canada, [1988] 2 C.T.C. 14 eae pg ge 
refused when activities political). 
information Circulars: 87-1: 
and incidental: political. activities. 


Registered charities — soniiitnd 


(6.3) Designation as public rouraatior 
etc. — The Minister may, by notice sent by regis- 
tered mail toa registered charity, on the Minister’s 
Own initiative or on application made to the Minister 
in prescribed form, designate the charity to be a 
charitable organization, private foundation or public 
foundation and the charity shall be deemed to be.reg- 
istered as a charitable organization, private founda- 
tion or public foundation, as the case.may.be;. for 
taxation years commencing after the day of mailing 
of the notice unless and until it is otherwise desig- 
nated under this subsection or its registration is re- 
voked under subsection (2), (3), (4); (4. Door 168(2). 


Related Provisions: 149.1(13) — Designation of private founda- 
tion as public; 172(3)— Appeal from. refusal to ‘désignate; 
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244(5) — Proof of service. by mail; 244(14)— Notice’ presumed 
mailed on date of notice; 248(7)(a) — Mail deemed received on day 
mailed, 


Pre-RSC History: Subsec. 149.1(6.3) added by 1988, c. 55, sub- 
sec. 134(5), applicable to 1988 et seq. 


Forms: T2095: 
designation. 


Canadian charities — application for ' re- 


(6.4) National arts service organizations — 
Where an organization that 


(a) has, on written application to the Minister of 
Communications describing all of its objects and 
activities, been designated by that Minister on ap- 
proval of those objects and activities to be a na- 
tional arts service organization, 


(b) has, as its exclusive purpose and its exclusive 
function, the promotion of arts in Canada on a na- 
tlon-wide basis, 


(c) is resident in Canada and was formed or cre- 
ated in Canada, and 


(d) complies with prescribed conditions 


applies in prescribed form to the Minister of Na- 
tional Revenue for registration, that Minister may 
register the organization for the purposes of this Act 
and, where the organization so applies or is so regis- 
tered, this section, paragraph 38(a:1), sections 110.1, 
118.1, 168, 172, 180 and 230 and Part V apply, with 
such modifications as the circumstances require, to 
the organization as if it were an applicant for regis- 
tration as a charitable organization or as if it. were a 
registered charity that is designated as a charitable 
organization, as the case may be. © 


Related Provisions: 149.1(6.2) — Charitable 
149.1(6.5) — Revocation of designation. 


activities; 


History: The closing words of subsec. 149.1(6.4) amended by 
1998, c. 19, s. 41:1, applicable after February 18, 1997. The portion 
formerly read: : 


applies in prescribed form to the Minister of National Reve- 
nue for registration, that Minister may register the organiza- 
tion for the purposes of this Act and, where the organization 
so applies or is so registered, this section and sections 110.1, 
118.1, 168, 172, 180 and 230 and Part V apply, with such 
modifications as the circumstances require, to the organiza- 
tion as if it were an applicant for registration as a charitable 
organization or a registered charity that is designated as a 
charitable organization, as the case may be. 


Subsec. 149.1(6.4) added by 1994, c. 7, Sch: IT (1991, c. 49), sub- 
sec. 123(4), applicable after July 13, 1990 except that, where an or- 
ganization has applied to the Minister of National Revenue for re- 
gistration under the subsec. before December 17, 1991 and the 
Minister of National Revenue has accepted the application as meet- 
ing the requirements of that subsec., the. organization shall be 
deemed to have become registered under the subsec.: 


(a) where in the application a day later than the day the applica- 
tion is made is specified as the day on which the organization is 
to become registered, on that later day; and 


(b) in any other case, on the day the application was made. 
1995, c. 11: S. 46 of 1995, c. 11, in force July 12, 1996, provides 
as follows: 


46, Other references — Every reference made to the Minis- 
ter of Communications, the Minister of Multiculturalism and 


S. 149.1(8) 


Citizenship and the Secretary of State of Canada in relation to 
any matter to which the powers, duties and functions of the 
Minister of Canadian Heritage extend by virtue of this Act, in 
any other Act of Parliament or in any order, regulation or 
other instrument made under any Act of Parliament shall, un- 
less the context otherwise requires, be read asa reference to 
the Minister of Canadian Heritage. 


Regulations: 8700 (prescribed conditions for 149.1(6.4)(d)). 


(6.5) Revocation of designation — The Minister 
of Communications may, at any time, revoke the 
designation of an organization made for the purpose 
of subsection (6.4) where 


(a) an incorrect statement was made in the fur- 
nishing of information for the purpose of ob- 
_ taining the designation, or . 


(b) the organization has amended its objects after 
its last designation was made, 


and, where the designation is so revoked, the organi- 
zation shall be deemed for the purpose of section 
168 to have ceased to comply with the requirements 
of this Act for its registration under this Act. 


History: Subsec. 149.1(6.5) added by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 123(4), applicable after July 13, 1990. 


1995, c. 11: S. 46 of 1995, c. 11, in force July 12, 1996; provides 
as follows: 


46. Other references — Every‘reference made to the Minis- 
ter of Communications, the Minister of Multiculturalism and 
Citizenship and the Secretary of State of Canada in relation to 
any matter to which the powers, duties and functions of the 
Minister of Canadian Heritage extend by virtue of this Act, in 
any other Act of Parliament or in any order, regulation or 
other instrument made under any Act of Parliament shall, un- 
less the context otherwise requires, be read as_a reference to 
the Minister of Canadian Heritage. 


(7) Designation of associated charities — On 
application made to the Minister in prescribed form, 
the Minister may, in writing, designate a registered 
charity as a charity associated with one or more 
specified registered charities where the Minister. is 
satisfied that the charitable aim or activity of each of 
the registered charities is substantially the same, and 
on. and after a date specified in such a designation, 
the charities to which it relates shall, until such time, 
if any, as the Minister revokes the designation, be 
deemed to be associated. 


Information Circulars: 77-6: Registered charities: designation as 
associated charities; 80-10R: Registered charities: operating a regis- 
tered charity. 


Forms: T2050: Application for income tax registration for Cana- 
dian amateur athletic associations and Canadian charities; T3011: 
Registered charities — Application for designation as associated 


- charities. 


(8) Accumulation of property — A registered 
charity may, with the approval in writing of the Min- 
ister, accumulate property for a particular purpose, 
on terms and conditions, and over such period of 
time, as the Minister specifies in the approval, and 
any property accumulated after receipt of such an ap- 
proval and in accordance therewith, including any 
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income earned in respect of the property so accumu- 
lated, shall be deemed 


(a) to have been expended on charitable activities 
carried on by the charity in the taxation year in 
which it was so accumulated; and 


(b) not to have been expended in any other year. 


History: Subsec. 149.1(8) substituted by 1994, c. 21, subsec. 74(5), 

applicable to taxation years that begin after 1992. That subsec. for- 

merly read: 
(8) Accumulation of property — A registered charity may, 
with the approval in writing of the Minister, accumulate prop- 
erty for a particular purpose on such terms and conditions and 
over such period of time, if any, as is specified by the Minis- 
ter in the approval, and any property accumulated after re- 
ceipt of such an approval and in accordance therewith, in- 
cluding any income earned in respect of the property so 
accumulated, shall be deemed to have been expended on 
charitable activities carried on by the charity in the taxation 
year in which it was so accumulated. 


Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


(9) Idem — Property accumulated by a registered 
charity as provided in subsection (8), including any 
income earned in respect of that property, that is not 
used for the particular purpose for which it was ac- 
cumulated either 


(a) before the expiration of any period of time 
specified by the Minister in the Minister’s ap- 
proval of the accumulation, or 


(b) at an earlier time at which the registered char- 

ity decides not to use the property for that 

purpose AL pes 
shall, notwithstanding subsection (8), be deemed to 
be income of the charity for, and the amount of a gift 
for which it issued a receipt described in subsection 
110.1(2) or 118.1(2) in, its taxation year in which the 
period referred to in paragraph (a) expires or the 
time referred to in paragraph (b) occurs, as the case 
may be. 


History: That portion of subsec. 149.1(9) following para. (b) sub- 
stituted by 1994, c..7, Sch. II (1991, c. 49), subsec: 123(5), applica- 
ble to 1988 et seq. That portion formerly read: 


shall, notwithstanding subsection (8), be deemed to be in- 
come of the charity and the amount of a gift for which it is- 
sued a receipt described in paragraph 110,1(1)(a) or subsec- 
tion 118.1(2) in its taxation year in which the period referred 
to in paragraph (a) expires if that paragraph is applicable or in 
which the earlier time referred to in paragraph (b) occurs if 
that paragraph is applicable. 


Pre-RSC History: That portion of subsec. 149.1(9) following 
para. (b) amended to substitute “paragraph 110.1(1)(a) or subsection 
118.1(2)” for “paragraph 110(1)(a)’, by 1988, c. 55, subsec. 134(6), 
applicable in respect of gifts made by donors in the 1988 or subse- 
quent taxation years of the donors. 


All that portion of subsec. 149.1(9) following para. (b) substituted 
by 1984, c. 45, subsec. 57(12), applicable to taxation years com- 
mencing after 1983. That portion formerly read: 


shall, notwithstanding subsection (8), be deemed to be in- 
come of the charity for its taxation year in which the period 
referred to in paragraph (a) expires if that paragraph is appli- 
cable or in which the earlier time referred to in paragraph (b) 
occurs if that paragraph is applicable. 


Income. Tax Act, Part I 


(10) Deemed charitable activity — An amount 
paid by a charitable organization to a qualified donee 
that is not paid out of the income of the charitable 
organization shall be deemed to be a devotion of-a 
resource of the charitable organization to a charitable 
activity carried on by it. 


Related Provisions: 149.1(12)(b) — Rules — income. 


(11) [Repealed under former Act] 


Pre-RSC History: Subsec. 149.1(11) repealed by 1984, c. 45, 
subsec. 57(13), applicable to taxation years commencing after 1983. 
Subsec. (11) formerly read: 


(11) Income not to include taxable capital gains — For 
the purposes of this section, in computing the part, if any, of 
the aggregate of any amounts that is not less than a percent- 
age specified in any subsection of this section of any income 
for a period, the amount of such income shall be deemed to 
be the amount thereof computed without taking into account 
capital gains and losses. 


(12) Rules — For the purposes of this section, 


(a) a corporation is controlled by a charitable 
foundation if more than 50% of the corporation’s 
issued share capital, having full voting rights: 
under all circumstances, belongs to 


(1) the foundation, or 


(ii) the foundation and persons with whom the 
foundation does not deal at arm’s length, 


but, for the purpose of paragraph (3)(c) or (4)(c), 
as the case may be, a charitable foundation shall 
be deemed not to have acquired control of a cor- 
poration if it has not purchased or otherwise ac- 
quired for consideration more than 5% of the is- 
sued shares of any class of the capital stock of 
that corporation; 


(b) there shall be included in computing the in- 
come of a charity for a taxation year all gifts re- 
ceived by it in the year including gifts from any 
other charity but not including 


(i) a specified gift or a gift referred to in para- 
graph (a) or (b) of the description of A in the 
definition “disbursement quota” in subsection 


(1), 


(ii) any gift or portion of a gift in respect of 
which it is established that the donor is not a 
charity and 


(A) has not been allowed a deduction 
under paragraph 110.1(1)(a) in computing 
the donor’s taxable income or under sub- 
section 118.1(3) in computing the donor’s 
tax payable under this Part, or 


(B) was not taxable under section 2 for the 
taxation year in which the gift was made, 
or 


(ili) any gift or portion of a gift in respect of 
which it is established that the donor is a char- 
ity and that the gift was not made out of the 
income of the donor; and 
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(c) subsections 104(6) and (12) are not applicable 
in computing the income of a charitable founda- 
tion that is a trust. 
Pre-RSC History: Cl..149.1(12)(b)(ii)(A), substituted by, 1988, c. 
55, subsec. 134(7), applicable in respect of gifts made by donors in 


the 1988 or subsequent taxation years of the donors. Cl. 
149.1(12)(b)(i)(A) formerly read: 


(A) has not been allowed a ‘deduction under pardevebt 
110(1)(a) in computing his taxable income,’ or 
All that portion of para. 149.1(12)(a) following subpara. (ii) and 
subpara. 149.1(12)(b)(i) substituted by 1984, c. 45, subsecs. 57(14), 
(15); applicable to taxation years commencing after 1983, That por- 
tion of para. (a) Loto wing subpara. (ii) and subpara. (b)(i) formerly 
read: 


but a charitable foundation shall be deemed not to have ac- 
quired control of a corporation if it has not purchased or oth- 
erwise acquired for a consideration any of the shares in the 
capital stock of that corporation; 


(i) any gift received subject to a trust or direction to the 
effect. that the property given, or property substituted 
therefor, is to be held by the charity for a Sa of not 
less than 10 years, 


Interpretation Bulletins: IT-244R3: Gifts by individuals of life 
insurance policies as charitable donations. See also list at end of s. 
149.1. 


Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


(13) Designation of private foundation as 
public — On application made to the Minister by a 
private foundation, the Minister may, on such terms 
and conditions as the Minister considers appropriate, 
designate the foundation to be a public foundation, 
and on and after the date specified in such a designa- 
tion, the foundation to which it relates shall, until 
such time, if any, as the Minister revokes the desig- 
nation, be deemed to be a public foundation. 
Related Provisions: 149.1(6.3) — Designation as public founda- 
tion, etc. 


Forms: T2095: 


Canadian charities — application for re- 
designation. 


(14) Information returns — Every registered 


charity shall, within 6 months from the end of each © 
taxation year of the charity, file with the Minister | 


both an information return and a public information 
return for the year, each in prescribed form and con- 
taining prescribed information, without notice or de- 
mand therefor. 

Related Provisions: 149.1(15) — Public information return may 


be disclosed to the public; Reg. 204(3)(c) — Annual T3. return not 
required, 


Pre-RSC. History: Subsec. 149.1(14) substituted by 1984, c. 45, 
subsec. 57(16), to-substitute.“6” for “3”, applicable to 1984 et seq. 


Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


Forms: T3010: Registered charities information return. 
(15) Information may be communicated — 
Notwithstanding section 241, 


(a) the information contained in a public informa- 
tion return referred to in subsection (14) shall be 
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communicated or otherwise made available to the 
public by the Minister in such manner as the 
Minister deems appropriate; and 


(b) the Minister may make available to the public 
in such manner as the Minister deems appropriate 
an annual listing of all registered or previously 
registered charities indicating for each the name, 
location, registration number, date of registration 
and, in the case of a charity. the registration of 
which has been revoked, annulled or terminated, 
the effective date of the revocation, annulment or 
termination. 


Related Provisions: 241(3.2) — Additional disclosure permitted 
of charity, information. 


Pre-RSC History: Subsec: 149.1(15) substituted by 1979, c. 5, s. 
52. Subsec. 149.1(15) formerly read: 


(15) Notwithstanding section 241, the information contained 
in a public information return referred to in subsection (14) 
shall be communicated or otherwise made available to the 
public by. the Minister in such manner as he deems 
appropriate. 


Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


(16) [Repealed under former Act] 


Pre-RSC History: Subsec, 149.1(16) repealed by 1984, c. 45, 
subsec. 57(17), applicable to taxation years commencing after 1983. 
Subsec. 149.1(16) formerly read: 


(16) Penalty tax — Where the registration of a charity is re- 
voked in the manner described in section 168, the charity 
shall, on or before the day that is one year after the day.on 
which such revocation is effective, pay a special tax under 
this Part equal to the amount by which 


(a) the fair market value of all its assetson the day that 
notice of the Minister’s intention to. revoke its registra- 
tion 1s: mailed, 


exceeds the ageregate of 


(b) the fair market value on that day of any assets of the 
charity transferred by it after that day and within one year 
from that day to a registered NS or toa sanaliticd 
donee, 


(c) amounts paid by the charity after that day in respect 
of bona fide debts of the charity that were outstanding? on 
that day, and 


(d) the’ amount of such reasonable expenses as are in- 
curred by the charity within the period described in para- 
graph (b). 


Para. 149. 1(16)(a) substituted by 1977-78,c. 1, subsec. 75(1), appli- 
cable to 1977 et seq. 


(17) [Repealed under iss Act] 


Pre-RSC History: Subsec. 149.1(17) repealed by 1984, c. 45, 
subsec. 57(17),; applicable ‘to taxation years commencing after 1983. 
Subsec. 149.1(17) formerly read: 


(17) Idem — A person, not being a registered charity or a 
qualified donee, who, on or after the day that notice ofthe 
Minister’s intention to revoke the registration of a charity is 
mailed, receives any amount from that charity is jointly and 
severally liable with the charity for that portion of the tax im- 
posed on the charity by subsection (16) that is equal to the 
amount by. which 


(a) the amount received by him from the charity, 
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exceeds 
(b) the aggregate of amounts received by him-from the 
charity each of which is an amount described in para- 
graph (16)(c) or (d). 
That portion of subsec. 149.1(17) preceding para. (a) amended by 
1977-78, c. 1, subsec. 75(2), to substitute “on or after the day that 
notice of the Minister’s intention to revoke the registration of a 
charity is mailed” for “after the day on which the revocation of the 
registration of a charity is effective”, applicable to 1977 ‘et seq. 


(18) [Repealed under former Act] 


Pre-RSC History: Subsec. 149.1(18) repealed by 1984, c. 45, 
subsec. 57(17), applicable to taxation years commencing after 1983. 
Subsec. 149.1(18) formerly read: 
(18) Rules relating to computation of income — In com- 
puting the income of a charitable foundation for a taxation 
year for the purpose of subparagraphs (1)(e)(11) or (3)(b)Gi) 
(a) there may be deducted an amount not exceeding ‘its 
income for the year computed without including or de- 
ducting any amount under this subsection; and 


»(b) there shall be included any amount that has been de- 
ducted under this subsection for the immediately preced- 
ing taxation year. 


Para. 149.1(18)(a) substituted by 1980-81-82-83, c..48, subsec. 
84.1(1), to delete “preceding the taxation year” from the expression 
“for the year preceding the taxation year”, applicable to taxation 
years commencing after October 28; 1980. 


All that portion preceding para. 149.1(18)(a) substituted by 1977- 
78, c. 1, subsec. 75(2), applicable to 1977 et seq. 


(19) [Repealed under former Act] 


Pre-RSC History: Subsec. 149.1(19) repealed by 1980-81-82-83, 
c. 48, subsec. 84.1(2), applicable to taxation years commencing af- 
ter October 28, 1980. Subsec. 149.1(19) formerly read: 


(19) Election in respect of first taxation year — For the 
purpose of determining whether a charitable foundation has 
complied with the requirements of subparagraph (3)(b)(ii) or 
paragraph (4)(b), as the case may be, for its first taxation year 
after its incorporation or creation, the whole or any part of 
amounts expended by it in the immediately subsequent taxa- 
tion year shall, if it so elects, be deemed to have been ex- 
pended by it in the first taxation year and not in the subse- 
quent taxation year. 


(20) Rule regarding disbursement excess — 
Where a registered charity has expended a disburse- 
ment excess for a taxation year, the charity may, for 
the purpose of determining whether it complies with 
the requirements of paragraph (2)(b), (3)(b) or 
(4)(b), as the case may be, for the immediately pre- 
ceding taxation year of the charity and 5 or less of its 
immediately subsequent taxation years, include in 
the computation of the amounts expended on charita- 
ble activities carried on by it and by way of gifts 
made by it to qualified donees, such portion of that 
disbursement excess as was not so included under 
this subsection for any preceding taxation year. 


Related Provisions: 
defined. 


Pre-RSC History: Subsec. 149.1(20) substituted by 1984, c. 45, 
subsec.'57(18), applicable to 1984 et seg. Subsec. 149:1(20) for- 
merly read: 


149.1(21) — “Disbursement excess” 


(20) Where a charity has, with the prior approval in writing of 
the Minister, expended a disbursement excess for a taxation 
year for a particular purpose specified by the Minister in the 
approval and on such terms and conditions, if any, as were 
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specified by the Minister therein, the charity may, for the pur- 
pose of determining whether it complies with. the .require- 
ments of paragraph (2)(b) or (4)(b) or subparagraph (3)(b)(ii), 
as the case may be, for its taxation years immediately subse- _ 
quent to that taxation year but not exceeding three in number, 
include in the computation of the amounts expended on chari- 
table activities carried on by it and by way of gifts made by it 
to qualified donees, such portion of the disbursement excess 
for that.taxation year as was not so, included under this sub- 
section for a previous taxation year. 


Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


(21) Definition of “disbursement excess” — 
For the purpose of subsection (20), “disbursement 
excess” for a taxation year of a charity means the 
amount, if any, by which 


(a) the total of amounts expended in the year by 
the charity on charitable activities carried on by it 
or by way of gifts made by it to qualified donees 


exceeds 


(b) in the case of a charitable foundation, its dis- 
bursement quota for the year, and 


_(c) in the case of a charitable organization, the to- 
tal of 


(i) the amount that would be the value of A_ 
for the year, and 


(ii) the amount that would be the value of A.1 
for the year, 
in the definition “disbursement quota” in subsec- 
tion (1) in respect of the organization if it were a 
charitable foundation. 


Related Provisions: 149.1(1.1) — Exclusions: 


History: Subparas. 149.1(21)(c)(@) and (ii) amended by 1998, c. 19, 
subsec. 179(4), applicable to taxation years that end after November 
1991. Subparas. 149.1(21)(c)(i) and (ii) formerly read: 


(1) 80% of the amount that would be erlemrnges for the year 
for A, and 


(11) the amount that would be determined for the year for A.1, 


Para. 149.1(21)(c) amended by 1994, c. 21, subsec. 74(6), applica- 
ble to taxation years that begin after 1992. Para. (c) formerly read: 


(c) in the case of a charitable organization, 80% of the 
amount. that would be determined for the year for A in the 
definition “disbursement quota” in subsection. (1) in. respect 
of the organization if it were a charitable foundation. 


Pre-RSC History: Paras. 149.1(21)(b), (c) substituted, by 1984, c. 
45, subsec. 57(19), applicable to 1984 et seg. Paras. 149.1(21)(b) 
and (c) formerly read: 


(b) in the case of a charitable foundation, the aggregate of its 
income for the year computed without regard to subsection 
(18) and the amount, if any, required by paragraph (18)(b) to 
be included in computing its income for the year; and 

(c) in the case of a charitable organization, the aggregate of 


amounts for which it issued receipts described in paragraph 
110(1)(a) in its immediately preceding taxation \year. 


Forms: T3010: Registered charity information return and public 
information return (Schedule 2, line 19: net disbursement excess). 

Pre-RSC History [s. 149.1]: S. 149.1 added by 1976-77, ¢, 4, 
subsec. 60(1), applicable to 1977 ef seg. 

1976-77, c. 4, subsecs. 60(3)-(5) provide: 


(3) An organization that, on December 31, 1976, was a regis- 
tered Canadian charitable organization within the meaning of 
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that expression for the purposes of the Income Tax Act as it read 
in its application to the 1976 taxation year, shall, after that day, 
be deemed to be a registered charity within the meaning, of that 
expression for the purposes of the Income Tax Act as amended 
by this Act until such time, if any, as its registration is revoked. 


(4) For the purpose of applying the definition “disbursement 
quota” in paragraph 149.1(1)(e) of the Income Tax Act, as en- 
acted by this section, in respect of the 1977 and 1978 taxation 
years of private foundations, there shall be substituted for the 
percentage appearing in clause (A) thereof the following per- 
centages in respect of the following taxation years: © 


(a) in respect of 1977 taxation years commencing in 1976, 
zero per cent; 


(b) in respect of 1977 and 1978 taxation years commencing 
in 1977, 3 per cent; and 


(c) in respect of all other 1978 taxation years, 4 per cent. 


(5) For the purpose of applying the provisions of subsection 
149.1(18) of the Income Tax Act, as enacted by this section, in 
respect of the 1977 taxation year of a foundation, paragraphs (a) 
and (b) thereof shall be read and construed as follows: 


(a) there may be deducted an amount not exceeding its 
income for the 1976 taxation year computed without in- 
cluding or deducting any amount under subsection 149(9) 
as it read in its application to that taxation year, and 


(b) there shall be included any amount that has been de- 
ducted for the 1976 taxation year under subsection 
149(9) as it read in its application to that taxation year; 


Definitions [s. 149.1]: “amount” — 248(1); “arm’s length” — 
251(1); “associated” — 149.1(7); “charitable activities” — 
149.1(6), (6.1), (6.2); “charitable foundation”, “charitable organiza- 
tion”, “charitable purposes”, “charity” — 149.1(1); “class” — of 
shares 248(6); “control” — 149.1(12)(a); “corporation” — 248(1), 
Interpretation Act 35(1); “deferred profit sharing plan” — 147(1), 
248(1); “disbursement excess” — 149.1(21); ‘disbursement 
quota” — 149.1(1); “income” — of charity 149.1(12)(b); ‘“‘Minis- 
ter” — 248(1); “mutual fund corporation” — 131(8), 248(1); “mu- 
tual fund trust” — 132(6), 248(1); “non-qualified investment” — 
149.1(1); “person”, “prescribed” — 248(1); “private foundation” — 
149.1(1), 248(1); “property” — 248(1); “province” — Jnterpreta- 
tion Act 35(1); “public foundation” — 149.1(1), 248(1); “qualified 
donee” — 149.1(1); “registered charity” — 149.1(6.4), 248(1); “re- 
lated business” — 149.1(1); “resident in Canada” — 250; 
“share” — 248(1); “specified gift” — 149.1(1); “substituted prop- 
erty” — 248(5); “tax payable” — 248(2); “taxable income” — 2(2), 
248(1); “taxation year” — 149.1(1), 249; “trust” — 104(1), 248(1), 
(3); “writing” — Interpretation Act 35(1). 


Interpretation Bulletins [s. 149.1]: 


organizations. 


IT-496: Non-profit 


Division | — Returns, 
Assessments, Payment and 
Appeals 


Returns 


150. (1) Returns — A return of income for each 
taxation year in the case of a corporation (other than 
a corporation that was a registered charity through- 
out the year) and in the case of an individual, for 
each taxation year for which tax is payable by the 
individual or in which the individual has a taxable 
capital gain or has disposed of a capital property, 
shall, without notice or demand therefor, be filed 


S. 150(1)(c) 


with the Minister in prescribed form and containing 
prescribed information, 


(a) Corporations — in the case of a corpora- 
tion, by or on behalf of the corporation within 6 
months from the end of the year; 


Related Provisions: 183(1) — Return deadline for tobacco man- 
ufacturers’ surtax; 235 — Penalty on large corporations for failure 
to file return even where no balance owing; 236 — Execution of 
documents by corporations. See additional Related provisions and 
Definitions at end of 150(1) and at end of s. 150. 


Interpretation Bulletins; IT-243R4: Dividend refund to private 
corporations. 


Information Circulars: See list at end of subsec. 150(1). 


Forms: RC1: Request for a business number; RC6: Request to con- 
vert to the business number; RC57: Request for a business num- 
ber — Quebec; T2: Corporation income tax return; T2 Short: A 
simpler return for eligible corporations; T2-FTC: Sched 1 — 1987 
et seq.; T2S(1)(L): Tax calculations for life insurance companies 
(plus schedules L.1 to L.9); TOR-C: Remittance form — corpora- 
tions; T70: Saskatchewan royalty tax rebate calculation (corpora- 
tions); T549: New Brunswick small business corporate tax reduc- 
tion; 1562: Label — corporation income tax return; T700: 
Saskatchewan corporate tax reduction for new small businesses; 
T701: Nova Scotia corporate tax reduction for new small busi- 
nesses; T708: Prince Edward Island small business deduction; 
T745: Newfoundland new small business deduction; T800: Mani- 
toba corporate tax reduction for new small businesses; T1001: 
Northwest Territories small business deduction; T1123: Part II tax 
return — tobacco manufacturers’ surtax; T2130: Reconciliation of 
net income per financial statements with net income for tax pur- 
poses, T2131: Supplementary information schedule; T2203: Calcu- 
lation of tax — multiple jurisdictions. 


(b) deceased individuals — in the case of an 
individual who dies after October of the year and 
before the day that would be the individual’s fil- 
ing due date for the year if the individual had not 
died, by the individual’s legal representatives on 
or before the day that is the later of the day on or 
before which the return would otherwise be re- 
quired to be filed and the day that is 6 months 
after the day of death; 
Related Provisions: 70(2) — Return for rights or things; 
70(7)(a) — Special rules applicable re trust for benefit of spouse; 
127.55 — Minimum tax not applicable; 150(1)(d)(iii) — Deadline 
for deceased’s cohabiting spouse; 150(4) — Death of partner or 
proprietor of business; 159(1) — Payments on behalf of others. See 
additional Related provisions and Definitions at end of 150(1) and 
at end of s. 150. 
History: Para. 150(1)(b) amended by 1996, c 21, subsec. 38(1), ap- 
plicable to 1995 et seg. Para. (b) formerly read: 
(b) in the case of an individual who dies after October in the 
year and before May in the immediately following taxation 
year, by. the individual’s legal representatives within 6 
months after the day of death; 


Regulations: 206 (information return). 
Information Circulars: See list at end of subsec. 150(1). 
Forms: See under 150(1)(d). 
(c) trusts or estates — in the case of an estate 
or trust, within 90 days from the end of the year; 


Related Provisions: 104(23) — Testamentary trusts; 159(1)— 
Payments on behalf of others. See additional Related provisions and 
Definitions at end of 150(1) and at end of s. 150. 


Regulations: 204 (information return). 


1401 


S. 150(1)(c) 


Information Circulars: 78-14R2: Guidelines for trust companies 
and other persons responsible for filing T3R-IND, T3R-G, T3RIF- 
IND, T3RIF-G, T3H-IND, T3H-G, T3D, T3P, T3S, T3RI and T3F 
returns. See also: list. at end of subsec. 150(1). © 


Forms: 94-115: Election to report a capital gain on property owned 
by a personal trust at the end of February 22, 1994; T3: Trust in- 
come tax and information return, with schedules; T3 Summ: Sum- 
mary of trust income allocations and designations; T3 Supp: State- 
ment of trust income; T3ATH-IND: Amateur athlete trust income 
tax return; T3D: DPSP or revoked plan information and income tax 
return; T3E-G: RESP (group) information return; T3P: Employees’ 
pension plan information return and income tax return; T3R-IND: 
RRSP individual information return and income tax return; T3RIF- 
G: RRIF group information return; T3RIF-IND: RRIF individual in- 
formation return and income,tax return; T3S:; Supplementary, unem- 
ployment benefit plan information and income tax return; T1013: 
Consent form; T1061: Canadian amateur athlete trust group infor- 
mation return: T1139: Reconciliation of 1995 business income for 
tax purposes. 


(d) individuals — in the case of any other per- 
son, on or before 


(i) the following April 30 by that person or, if 
the person is unable for any reason to- file the 
return, by the person’s guardian, committee or 
other legal representative (in this: paragraph 
referred to as the person’s “guardian’’), ~ 


(11) the following June 15 by, that person or, if 
the person is unable for any reason to file the 
return, by the person’s guardian where’ the 
person is 


(A) an individual who carried on a busi- 
ness in the year, unless. the expenditures 
made in the course of carrying on the busi- 
ness were primarily the cost or capital cost 
of tax shelter investments (as defined in 
subsection 143.2(1)), or | 


(B) at any time in the year a saNlsGiting 
spouse. (within the meaning assigned by 
section 122.6) of an individual to whom 
clause (A) applies, or : 


(ii1) where at any timein the year the person:1s 
a cohabiting spouse (within the meaning as- 
signed by section 122.6) of an individual to 
whom paragraph (b) applies for the year, on 
or before the day that is the later of the day on 
or before which the person’s return would 
otherwise be. required to be filed and the day 
that is 6 months after the day. of the individ- 
ual’s death; or 
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Related Provisions: 70(7)(a) — Special rules applicable retrust 
for benefit of spouse; 96(1.6) —Members of partnership deemed to 
carry, on business of: partnership for purposes of s. 150; 119 — 
Averaging for farmers and fishermen; 180.2(5) — Return required 
by residents and non-residents for OAS clawback, calculation ; 
237(1) — Application for Social Insurance. Number. See additional 
Related provisions and Definitions at end of 150(1) and at sag. of s. 
150. 


History: Cl. 150(1)(d)(@i)(A) amended by 1998, c. 19, Eee, 
180(1), appheadls to 1995 et He Gh ey formerly 
read: 
(A) an individual who carried on a business "in the year, un- 
less the expenditures made in.the course of carrying on the 
business were primarily the cost or capital cost of tax shelters 
(within the meaning assigned by subsection 237.1(1)), or 


Para. 150(1)(d) amended by 1996,-c. 21, subsec. 38(2), applicable to 
1995 et seq. Para. (d) formerly read: 


(d) individuals — in the case of any other person, on or 

before April 30: in the next. year by that person. or,, if the per- 
- son.is unable for any reason to file the return, by the person’s 
guardian, committee.or other legal representative; or 


Forms: T1 General: Individual income tax return; T1-Adj: Adjust- 
ment request; TIC: Provincial tax credits; T1-CP Summ: Return in 
respect of certified productions; T1-CP Supp: Statement of certified 
productions; T1-MTR: Manitoba tax reduction; T78: Manitoba min- 
eral tax ‘rebate application (individuals); T79: Alberta royalty tax re- 
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bate calculation’ and application (individuals); T81(CORP) & 
(IND): B.C. royalty and deemed income rebate calculation and ap- 
plication; T82: Saskatchewan royalty tax rebate calculation (indi- 
viduals); T85: Nova Scotia research and development tax credit; 
T87: British Columbia refundable tax credits; T89: Alberta stock 
savings plan tax credit; T1124: GST and income tax reconciliation 
form (no longer available in 1998); T1129: Newfoundland scientific 
research and experimental development tax credit; T1139: Recon- 
ciliation of 1996 business income for tax purposes; T1159: Income 
tax return for individuals electing under s. 216. 


(e) designated persons — in a case where no 
person described by paragraph (a), (b) or (d) has 
filed the return, by such person as is required by 
notice in writing from the Minister to file the re- 
turn, within such reasonable time, as the notice 
specifies. 


Related Provisions [subsec. 150(1)]: 149(12) — Non-profit 
organizations + information-return; 149.1(14) — Charity informa- 
tion returns; 150.1 Electronic filing; 162(1)— Penalty for late 
filing; 220(3) — Extension of time for filing return; 233.1.— Re- 
turn of transactions with related non-residents; 248(1) — Definition 
of “filing-due date”; Reg. 229 — Partnership information returns; 
Reg. 8409 — Registered pension plan information return; /nterpre- 
tation Act 26 — Extension of deadline where it falls on Sunday or 
holiday. See also. Related Teed Ga and Definitions at end of s. 
150. 


History [subsec. 150(1)]: That portion of subsec. 150(1) preced- 
ing para. (a) substituted by 1994, c. 7, Sch. VII (1992, c. 48), s. ae 
applicable to 1993 et seg. That portion formerly read: 


150. (1) Returns — A return of income for each taxation 
year in the case of a corporation’ (other than.a corporation that 
was a registered charity throughout the year) and in the case 

>of an individual, for each taxation year for which tax is paya- , 
ble or would be payable if this, Part were read without refer- 
ence to sections 127.2 and 127.3, in which the individual has 
a taxable capital gain or has disposed of a capital property, or 
for which a payment has been received by the individual 

‘under section 164.1, shall, without notice or demand therefor, 
be filed with the Minister in prescribed form and containing 
prescribed information, 


Para. 150(1)(b) substituted by 1994, c..7, Sch. Il (1991, c. 49), 's. 
124, applicable to deaths occurring after October 1990. Para. 
150(1)(b) formerly read: 


(b) deceased persons — in the case of a person who has 
died without making the return, by the person’s legal repre- 
sentatives, within 6 months from the day of death, 


Pre-RSC. History [subsec. 150(1)]: All that portion of subsec. 
150(1) preceding para. (a) amended by 1986, c. 44, s. 2, to substi- 
tute “in which the individual has: a taxable capital gain or has dis- 
posed of ‘a capital property, or for which a Pay eat has been re- 
ceived by the individual under section 164.1,” for “or in which the 
individual has a taxable capital gain or has disposed of a capital 
property”, applicable to 1986 er seq. 


All that portion of subsec. 150(1) preceding para. (a) substituted by 
1986, c. 6, s. 86, applicable to 1985 et ae That portion of subsec. 
150(1) formerly read: 


150. (1) Returns — A return of the income for each taxation 
year in the case of a corporation (other than a corporation that 
was a registered charity throughout the year) and for each 
taxation year for which a tax is payable, or would be payable 
if this Part were read without reference to sections 127.2 and 
127.3, in the case of an individual shall, without notice or de- 
mand therefor, be filed with the Minister in prescribed form 
and containing prescribed information, 


S. 150(4)(b) 


Para. 150(1)(d) amended by 1985, c. 45, subsec. 85(1), to substitute 
“ouardian, committee or, other” for “guardian, curator, tutor, com- 
mittee or other’. 


All that portion of subsec. 150(1) preceding para. (a) substituted by 
1984, ¢.45, s. 58, to add “(other than a corporation that was a regis- 
tered charity throughout the year)” and “or would be payable if this 
Part were read without reference to sections 127.2 and 127.3,”, ap- 
plicable to. 1983. et seq. 


Selected Cases [subsec. 150(1)]: pela et ih v. The rab 
[1982] C.T.C. 95 (FCTD) (Crown’s. liability ‘for. act. of negligence 
bestowing right to refunds). 


Information Circulars [subsec. 150(1)}: 78-5R2: Communal 
organizations; 85-1R2: Voluntary disclosures; 97-2: Customized 
forms — returns and information slips; 94-3: List of forms and pub- 
lications available for use by: the public. 


(2) Demands for. returns — Every person, 
whether or not the person is liable to pay tax under 
this Part for a taxation year and whether or not a re- 
turn has been filed under subsection (1) or (3), shall, 
on demand from the Minister, served personally or 
by registered letter, file, within such reasonable time 
as may be stipulated in the demand, with the Minis- 
ter in prescribed form. and containing prescribed in- 
formation, a return of the income for the taxation 
year designated i in the demand. 

Related Provisions: 162(2) — Repeated penalties; 233 — De- 
mand for information return; 238(1) — Fine or imprisonment for 
failure to file; 248(7)(a) — Mail deemed received on day mailed. 
See additional Related provisions and Definitions at:end of s. 150. 


Selected Cases [subsec. 150(2)]: Aulakh v. Canada, [1995] 2 
C.T.C. 526 (Alta. Prov. Ct.) (Crown has choice of proceeding under 
section 150 or by way of prosecution); Miller v. Canada, [1994] 2 
C.T.C. 2230 (TCC) (Penalties vacated where evidence of personal 
service of demand was insufficient); Skalbania, N.M., Ltd. v. Can- 
ada, {1989] 2 €.T.C. 183 (B.C. Co’Ct) (Request to file tax returns 
made under wrong provision; taxpayer’s appeal against conviction 
allowed); The Queen v. Merkle, [1979] C.T.C. 519 (Alta. CA) (Put- 
ting tax file in accountant’s hands within time limit was valid 
defence); Regina v. Harvey, 74 DTC 6250 (B.C. Co Ct) (Conviction 
of taxpayer not receiving demand to file tax returns overturned). 


(3) Trustees, etc. — Every trustee in bankruptcy, 
assignee, liquidator, curator, ‘receiver, trustee or 
committee and every agent or other person adminis- 
tering, managing, winding up, controlling or other- 
wise dealing with the property, business, estate or in- 
come of a person who has not filed a return for.a 
taxation year as required by: this section shall file a 
return in prescribed form of that person’s income for 
that. year. 

Related Provisions: 159 — Payments on behalf of others; 
162(3) — Penalties; 163(1) — Repeated failures. See additional Re- 
lated provisions and. Definitions at end of s, 150, 


Regulations: 204 (information returns). 


(4) Death of partner or proprietor — Where 


(a) subsection 34.109) or 34.2(8) applies in com- 
puting an individual’s income for a taxation year 
from a business, or 


(b) an individual who carries on a business in a 
taxation year dies in the year and after the end of 
a fiscal period of the business that ends in the 
year, another fiscal period of the business (in this 
subsection referred to as the “short period”) ends 
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in the year because of the individual’s death, and 
the individual’s legal representative elects that 
this subsection apply, 


the individual’s income from businesses for short pe- 
riods, if any, shall not be included in computing the 
individual’s income for the year and the individual’s 
legal representative shall file an additional return of 
income for the year in respect of the individual as if 
the return were filed in respect of another person and 
shall pay the tax payable under this Part by that other 
person for the year computed as if ~~ 


(c) the other person’s only income for the year 
were the amount determined by the formula 


A+B-C 
- where 


A is the total of all amounts each of which is the 
individual’s income from a business for a 
short fiscal period, 


B is the total of all amounts each of which is an 
amount deducted under subsection 34.2(8) in 
computing the individual’s income for the tax- 
ation year in which the individual dies, and 


C_ is the total of all amounts each of which is an 
amount included under subsection 34.1(9) in 
computing the individual’s income for the tax- 
ation year in which the individual dies, and 


(d) subject to sections 114.2 and 118.93, that 
other person were entitled to the deductions to 
which the individual is entitled under sections 
110, 118 to 118.7 and 118.9 for the year in com- 
puting the individual’s taxable income or tax pay- 
able under this Part, as the case may be, for the 
year. 


Related Provisions: 34.1(9)(d)(ii) — Additional income. inclu- 
sion for off-calendar business year; 34.2(8)(d)(ii) — Deduction for 
1995 stub period reserve; 70 — Rules*for year of death; 114.2 — 
Deductions in separate returns; 118.93 — Credits in separate re- 
turns; 120.2(4)(a) — No minimum tax carryover; 127.1(1)(a) — No 
refundable investment tax credit; 127.55 — Minimum tax not appli- 
cable to year of death; 150(1)(b) — Deadline for deceased’s return; 
162(5) — Penalties — failure to provide information return; 
163(1) — Repeated failures; 257 — Formula cannot calculate to 
less than zero. See additional Related provisions and Definitions at 
end of s. 150. 


History: Subsec. 150(4) amended by 1998, c. 19, subsec. 180(2), 
applicable to 1996 et seg. Subsec. 150(4) formerly read: 


(4) Death of partner or proprietor — Where a taxpayer who 
is a partner or an individual who is a proprietor of a business 
died after the end of a fiscal period but before the end of the 
calendar year in which the fiscal period ended, the taxpayer’s 
income as such partner or proprietor for the period commenc- 
ing immediately after the end of the fiscal period and ending 
at the time of death shall be included in computing the tax- 
payer’s income for the taxation year in which the taxpayer 
died unless the taxpayer’s legal representative has elected 
otherwise, in which case the legal representative shall file a 
separate return of income for the period under this Part and 
pay the tax for the period under this Part as if 


(a) the taxpayer were another person; 


(b) the period were a taxation year; 
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(c) that other person’s only income for the period were 
that person’s income as such partner or proprietor for that 
period; and 


(d) subject to sections 114.2 and 118.93, that other per- 
son were entitled to the deductions to which the taxpayer 
was entitled under sections 110, 118 to 118.7 and 118.9 
for the period in computing the taxpayer’s taxable in- 
come or tax payable under this Part, as the case may be, 
for the period. 


Pre-RSC History: Para. 150(4)(d) substituted by 1988, c. 55, 
135, applicable to 1988 et seg. Para. 150(4)(d) formerly read: 


(d) subject to section 114.2, that other person were entitled to 
the deductions to which the taxpayer was entitled under sec- 
tions 109 to 110.2 for the period in computing his taxable in- 
come for the period. 


Subsec. 150(4) substituted by 1985, c. 45, subsec. 85(2), applicable 
to 1985 et seg. Subsec. 150(4) formerly read: 


2 


(4) Death of partner or proprietor — Where a partner or an 
individual who is a proprietor of a business died after the 
close of a fiscal period but before the end of the calendar year 
in which the fiscal period closed, a separate return of the tax- 
payer’s income as a member of the partnership or as a propri- 
etor of the business, after the close of the fiscal period to the 
time of death, may be filed and, if such a separate return is 
filed, the tax under this Part shall-be paid on the taxpayer’s 
income as such member or proprietor after the close of the 
fiscal period to the time of death as if that income were the 
income of another person. 


Interpretation Bulletins [subsec. 150(4)]: IT-278R2: Death of 
a partner or of a retired partner; IT-326R3: Returns of deceased per- 
sons as “another person”. 


Related Provisions [s. 150]: 11 — Proprietor of business; 
149.1(14) — Registered charity information returns: 151 — Esti- 
mate of tax; 152(6) — Reassessment; 162 — Penalties; 163 — Fail- 
ure to file return; 180.1(3) — Individual surtax — return; 220(3) — 
Extension for filing return; 238 — Offences. — 

Definitions [s. 150]: “business” — 248(1); “calendar year” — In- 
terpretation Act 37(1)(a); “capital property” — 54, 248(1); “corpo- 
ration” — 248(1), Interpretation Act 35(1); “estate” — 104(1), 
248(1); “filing-due date” — 248(1); “fiscal period” — 249.1; “indi- 
vidual”, “legal representative”, “Minister”, “person”, “prescribed”, 
“property” — 248(1); “registered charity” — 248(1); “tax paya- 
ble” — 248(2); “taxable capital gain” — 38(a), 248(1); “taxable in- 
come” — 2(2), 248(1); “taxation year” — 249; “taxpayer” — 
248(1); “trust” — 104(1), 248(1), (3); “writing” — Interpretation 
Act 35(1). : 


Interpretation Bulletins [s. 150]: IT-109R2: Unpaid amounts. 


150.1 (1) Definition of “electronic filing” — For 
the purposes of this section, “electronic filing” 
means using electronic media in a manner specified 
in writing by the Minister. | 


(2) Filing of return by electronic transmis- 
sion — A person who meets the criteria specified in 
writing by the Minister may file a return of income 
for a taxation year by way of electronic filing. 


Related Provisions: 244(21) — Proof of electronic filing; 
244(22) — Electronic filing of information return. 


Forms: 1200: Electronic filing application. 


(3) Deemed date of filing — For the purposes of 
section 150, where a return of income of a taxpayer 
for a taxation year is filed by way of electronic fil- 
ing, it shall be deemed to be a return of income filed 
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with the Minister in prescribed form on the day the 
Minister acknowledges acceptance of it. 


(4) Declaration — Where a return of income of a 
taxpayer for a taxation year is filed by way of elec- 
tronic filing by a particular person ‘(in this subsection 
referred to as the “‘filer’”) other than the person who 
is required to file the return, the person who is re- 
quired to file the return shall make an information 
return in prescribed form containing prescribed. in- 
formation, sign it, retain a copy of it and provide the 
filer with the information return, and that return and 
the copy shall be deemed to be a record referred to in 
section 230 in respect of the filer and the other 
person. | 


History: Subsec. 150.1(4) substituted by 1994, c. 21,8. 75, applica- 
ble after 1991. That subsec. formerly read: 


(4) Declaration — Where a return of income of a taxpayer 
for a taxation year is filed by way of electronic filing by a 
particular person (in this subsection referred to as the “filer’’) 
other than the person who is required to file the return, the 
filer shall, if required by regulation, obtain from the other 
person a signed statement in prescribed form, retain one copy 
of the statement and provide the other person with a copy, 
and the statement shall be deemed tobe a-record referred to 
in section 230 in respect of the filer and the other person. 


Forms: T183: Information return for electronic filing. ° 


(5) Application to other Parts — This section 
also applies to Parts I.1 to XIII, with such modifica- 
tions as the circumstances require. 


History [s 150.1]: S. 150.1 added by 1994, c. 7, Sch. VIL (1993, 
c. 24), s. 89, applicable to 1992 et seg., and subsec. 150.1(5), in its 
application to Parts X, X.1, X.2, X.4, XI, XI.1 and XI.2, applies 
after 1991 as if subsecs. (1) to (4) applied after 1991. 


Selected Cases [s. 150.1]: Crisanti v. Canada, [1996] 2 C.T.C. 
2603 (TCC) (Late filing penalty applied in respect of electronically 
filed return). 


Definitions [s. 150.1]: “electronic filing” — 150.1(1); “filer” — 


150.1(4); “Minister”, “person”, “prescribed”, “regulation” — 
248(1); “taxation year” — 249; “writing” — Interpretation Act 
35(1). 


Estimate of Tax 


151. Estimate of tax — Every person required by 
section 150 to file a return of income shall in the re- 
turn estimate the amount of tax payable. 


Related Provisions: 104(23) — Testamentary trusts; 150 — Re- 
turns; 155 — Farmers and fishermen; 156.1(4) — Payment of bal- 
ance owing — individuals; 157(1), (2) — Corporations; 162(3) — 
Penalty — failure to complete return; 180.1 — Individual surtax — 
Estimate of tax; 183(3) — Provision applicable to Part II; 187(3) — 
Provision applicable to Part IV; 193(8) — Provision applicable to 
Part VII; 195(8) — Provision applicable to Part VII; 219(3) — Pro- 
vision applicable to Part XIV. 


Selected Cases [s. 151]: The Queen v. Reid, [1988] 1 C.T.C. 
313 (Alta. CA) (Requirement to estimate tax in tax return not Char- 
ter violation). 


Definitions [s. 151]: “amount”, “person” — 248(1). 


| Related Provisions: 


S. 152(1) 


Assessment 


152. (1) Assessment — The Minister shall, with 
all due dispatch, examine a taxpayer’s return of in- 
come for. a taxation year, assess the tax. for the year, 
the. interest and penalties, if any, payable and deter- 
MING ai, 
(a) the amount of refund, if any, to which the tax- 
payer may be entitled by virtue of section 129, 
131, 132 or 133 for the year; or 


~ (b) the amount of tax, if any, deemed by subsec- 
Mon I ZOUe, ciz2(4),. 1e2. on 2). en), 
E25.9(3), 127-1C1), 127.4113) 0b; 216.205) Or 4) 

to be paid on account of the taxpayer’s tax paya- 
ble under this Part for the year. 


152(1.4) — Determination of income of 
partnership; 152(2) — Notice of assessment; 152(4), (5) — Reas- 
sessment; 158 — Remainder payable forthwith upon assessment; 
160.2(3) — Minister may assess recipient under RRSP or RRIF; 
166 — Irregularity or error in assessment; ee bie eco eh when 
assessment made.’ 


History: Para. 152(1)(b) amended by 1998, c. 19, subsec. 42(1), 
applicable to 1997 et seq., except that for the 1997 taxation year the 
reference to “subsection 120(2),” shall be read as a reference to 
“subsection 120(2), 120.1(4),”. Para. 152(1)(b) formerly read: 


(b) the amount of tax, if any, deemed by subsection 120(2), 
120.1(4), 122.5(3), 125.4(3), 127.11),. 127.41(3),or 210.2(3) 
or (4) to be paid on account of the taxpayer’s tax payable 
under this Part for the year or deemed by subsection 119(2) to 
be an overpayment. 


Para. 152(1)(b) amended by 1996, c. 21, s. 39, applicable to 1995 et 
seq. Para. (b) formerly read: 


(b) the amount of tax, if any, deemed by subsection: 120(2), 
120.1(4), 122.5(3), 127.1(1); 127.41(3) or 210.2(3) or (4) to 
be paid on account of the taxpayer’s tax payable under this 
Part for the year’or deemed by subsection 119(2) to be an 
overpayment. 
Para. 152(1)(b) amended by 1995, c. 3, subsec. 46(1), applicable to 
taxation years that end after ees 22, 1994. Para. (b) formerly 
read: 


(b) the amount of tax, if any, deemed by subsection 120(2), 
120:1(4), 122.5(3), 127.1(1) or 210.2(3) or (4) to be paid on 
account of the taxpayer’s tax under-this Part for the year or 
deemed by subsection 119(2) to be an overpayment. 


Para: 152(1)(b) substituted by 1994, c. 21, subsec. 76(1), applicable 
to 1993 et seg. That para. formerly read: 


(b) the amount of tax, if any, deemed by subsection 120(2), 
120.1(4), 122:5(3), 127.11), 144(9) or 210.2(3) or (4) to be 
paid on account of the taxpayer’s tax under this Part for the 
year or deemed by subsection 119(2) to be an overpayment. 


Para. 152(1)(b) substituted by 1994, c. 7, Sch. VII (1992, c. 48), 
subsec: 15(1), applicable to 1993 et seg. Para. (1)(b) formerly read: 


(b) the amount of tax, if any, deemed under subsection 
119(2), 120(2), 120.1(4), 122.2(1), 122.5(3), 127.1(1), 
127.2(2), 144(9) or 210.2(3) or (4) to. be paid.on account of 
the taxpayer’s tax under this Part for the year. 


Pre-RSC History: See under subsec. 152(3.1). 


Selected Cases [subsec. 152(1)]: Schatten v. MNR, [1996] 2 
C.T.C. 13D (FCTD) (Minister must process return even if of the 
view that taxpayer non-resident); Ginsberg v. Canada, [1994] 2 
C.T.C. 2063 (TCC) (Once significant delay established, onus on 
Crown to establish delay not unreasonable. Delay of one and a half 
years prima facie unreasonable); Rodmon Constr. Inc. v. The 
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Queen, [1975] C.T.C. 73 (FCTD) (Assessment vacated where Min- 
ister failed to act with “all due dispatch”), 


Forms: 1452: Notice of assessment. 


(1.1) Determination of losses — Where the Min- 
ister ascertains the amount of a taxpayer’s non-capi- 
tal loss, net capital loss, restricted farm loss, farm 
loss or limited partnership loss for a taxation year 
and the taxpayer has not reported that amount as 
such a loss in the taxpayer’s return of income for that 
year, the Minister shall, at the request of the tax- 
payer, determine, with all due dispatch, the amount 
of the loss and shall send a notice of determination to 
the person by whom the return was. filed. 

Related Provisions: 111— Losses deductible; 152(1.4) — De- 
termination of loss of partnership; 160.2(3) — Minister may assess 
recipient under RRSP or RRIF; 244(14) — Presumption re date of 
mailing of notice of determination; 244(15)— Determination 
deemed made on date mailed; 248(7)(a) — Mail deemed recéived 
on day mailed. 


Pre-RSC History: See under subsec. 152(3.1). 


Interpretation Bulletins: IT-488R2: Winding-up of 90%-owned 
taxable Canadian corporations; IT-512: Determination and redeter- 
mination of losses. 


Information Circulars:, 84-1: Revision of capital cost allowance 
claims and other permissive deductions. 


(1.11) Determination pursuant to subsec. 
245(2) — Where at any time the Minister ascertains 
the tax consequences to a taxpayer by reason of sub- 
section 245(2) with respect to a transaction, the 
Minister 


(a) shall, in the case of a determination pursuant 
to subsection 245(8), or 


(b) may, in any other case, 


determine any amount that is relevant for the pur- 
poses of computing the income, taxable income or 
taxable income earned in Canada of, tax. or-other 
amount payable by, or amount refundable to, the tax- 
payer under this Act and, where such a determina- 
tion is made, the Minister shall send to the taxpayer, 
with all due dispatch, a notice of determination stat- 
ing the amount so determined. 

Related Provisions: 152(1.111) — Definitions in subsec. 245(1) 
apply; 152(1.12) — Limitation; 152(1.3) — Determination binding; 
244(14) — Presumption re date of mailing of notice of determina- 


tion; 244(15) — Determination deemed made on date mailed: 
248(7)(a) — Mail deemed received on day mailed. 


Pre-RSC History: See under subsec. 152(3.1). 
Forms: T1008: Notice of determination/redetermination. 


(1.111) Application of subsec. 245(1) — The 
definitions in subsection 245(1) apply to subsection 
(1.11). 


Origin of subsec. 152(1.111): R.S.C.. 1985, c. 1 (Sth Supp.) 
(formerly contained in the opening words of subsec. 245(1)). 


(1.12) When determination not to be made — 
A determination of an amount shall not be made 
with respect to a taxpayer under subsection (1.11) at 
a time where that amount is relevant only for the 
purposes of computing the income, taxable income 
or taxable income earned in Canada of, tax or other 
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amount payable by, or amount refundable to, the tax- 
payer under this Act for a taxation year ending 
before that time. 


Pre-RSC History: See under subsec. (3.1). 


(1.2), Provisions applicable — Paragraphs 
56(1)() and 60(0), this Division and Division J, as 
they relate to an assessment or a reassessment and to 
assessing or reassessing tax, apply, with such modi- 
fications as the circumstances require, to a determi- 
nation or redetermination of an amount: under this’ 
Division or an amount deemed under section 122.61 
or 126.1 to be an overpayment on account of a tax: 


_ payer’s liability under this Part, except that 


(a) subsections (1) and (2) do not apply to deter- 
minations made under subsections (1.1) and 
(1.11); 


(b) an original determination of a taxpayer’s non- 
capital loss, net capital loss, restricted farm loss, 
farm loss or limited partnership loss for a taxation 
year may be made by the Minister only at the re- 
quest of the taxpayer; and 


(c) subsection 164(4.1) does not apply to a deter- 
mination made under subsection (1.4). 


Related Provisions: 96(2.1) — Limited partnership losses: 
111 — Losses deductible; 160.2(3) — Minister may assess recipient 
under RRSP or RRIF. 


History: Subsec. 152(1.2) amended by 1998, c. 19; subsec. 181(1), 
applicable in respect of determinations made after June 18, 1998. 
Subsec. 152(1.2) formerly read; 


(1.2) Provisions applicable — Paragraphs 56(1)(1) and 
60(0), this Division and Division J, as they relate to an assess- 
ment or a reassessment and to assessing or reassessing tax, 
apply, with such modifications as the circumstances require, 
to a determination or redetermination of an amount under this 
Division or an amount deemed under section 122.61 or 126.1 
to be an overpayment on account of a taxpayer’s liability 
under this Part, except that subsections (1) and (2) do not ap- 
ply to determinations made under subsections (1.1) and (1.1 1) 
and, for greater certainty, an original determination of a tax- 
payer’s non-capital loss, net capital loss, restricted farm loss, 
farm loss or limited partnership loss for a taxation year may 
be made by the Minister only at the request of the taxpayer. 


Subsec, 152(1.2) amended by 1994, c. 8, subsec. 20(1), applicable 
after 1992. Subsec. (1.2). formerly read: 


(1.2) Provisions applicable — Paragraphs 56(1)(1) and 
60(0), this Division and Division J, as they relate to an assess- 
ment or a reassessment and to assessing: or reassessing tax, 
are applicable, with such modifications as the circumstances 
require, to a determination or a redetermination and to deter- 
mining or redetermining amounts under this Division, except 
that subsections (1) and (2) are not applicable to determina- 
tions made under subsections (1.1) and (1.11) and, for greater 
certainty, an original determination of a taxpayer’s non-capi- 
tal loss, net capital loss, restricted farm loss, farm loss or lim- 
ited partnership loss for a taxation year may be made by the 
Minister only at the request of the taxpayer, 


Pre-RSC History: See under subsec. 152(3.1). 


Interpretation Bulletins: IT-488R2: Winding-up of 90%-owned 
taxable Canadian corporations; IT-512: Determination and redeter- 
mination of losses, 


(1.3) Determination binding — For greater cer- 
tainty, where the Minister makes a determination of 
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the amount of a taxpayer’s non-capital loss, net capi- 
tal loss, restricted farm loss, farm loss or limited 
partnership loss for a taxation year or makes a deter- 
mination under subsection (1.11) with respect to a 
taxpayer, the determination is (subject to the tax- 
payer’s rights of objection and appeal in respect of 
the determination and to any redetermination by the 
Minister) binding on both the Minister and the tax- 
payer for the purpose of calculating the income, tax- 
able income or taxable income earned in Canada of, 
tax or other amount payable by, or amount refund- 
able to, the taxpayer, as the case may be, for any tax- 
ation year. 

Related Provisions: 96(2.1)— Limited partnership loss; 111 — 


Losses deductible; 160.2(3) — Minister may assess recipient under 
RRSP or RRIF. 


Pre-RSC History: See under subsec.152(3.1). 


Interpretation Bulletins: IT-488R2: Winding-up of 90%-owned 
taxable Canadian corporations; IT-512: Determination and redeter- 
mination of losses. 


(1.4) Determination in respect of a partner- 
ship — The Minister may, within 3 years after the 
day that is the later of 


(a) the day on or before which a member of a 
partnership is, or but for subsection 220(2.1) 
would be, required under section. 229 of the Jn- 
come Tax Regulations to.make an information re- 
turn for a fiscal period of the partnership, and 


(b) the day the return is filed, 


determine any income or loss of the partnership for 
the fiscal period and any deduction or other amount, 
or any other matter, in respect of the partnership for 
the fiscal period that is relevant in determining the 
income, taxable income or taxable income earned in 
Canada of, tax or other amount payable by, or any 
amount refundable to or deemed to. have been paid 
or to have been an overpayment by, any member of 
the partnership for any taxation year under this Part. 
Related Provisions: 152(1.2)(c) — Subsec. 164(4.1) does.not ap- 
ply to determination under 152(1.4); 152(1.5), (1.6) — Notice of 
determination: 152(1.7) — Determination binding; 152(1.8) — As- 
sessment where partnership found not to exist; 165(1.15) —- Objec- 
tion to determination; 244(15) — Determination deemed made on 
date mailed. 


History: Subsec. 152(1.4) added by 1998,'c. 19, subsec.’ 181(2), 
applicable in respect of determinations made after June 18, 1998. 


(1.5) Notice of determination — Where a deter- 
mination is made under subsection (1.4) in respect of 
a partnership for a fiscal period, the Minister shall 
send a notice of the determination to the partnership 
and to each person who was a member of the part- 
nership during the fiscal period. 

Related Provisions: 152(1.6) — Determination valid even if no- 
tice not received by partners; 244(14) — Presumption re date of 
mailing of determination; 248(7)(a) — Mail deemed received on 
day mailed. 


History: Subsec. 152(1.5) added by 1998, o. 19, subsec. 181(2), 
applicable in respect of determinations made after June 18, 1998. 


(1.6) Absence of notification — No determina- 
tion made under subsection (1.4) in respect of a part- 


S. 152(1.8)(a) 


nership for a fiscal period is invalid solely because 
one or more persons who were members of the part- 
nership during the period did not receive a notice of 
the determination. 


History: Subsec. 152(1.6) added by 1998, c. 19, subsec. 181(2), 
applicable in respect of determinations made after June 18, 1998. 


(1.7) Binding effect of determination — Where 
the Minister makes a determination under subsection 
(1.4) or a redetermination in respect of a partnership, 


(a) subject to the rights of objection and appeal of 
the: member of the partnership referred to in sub- 
section 165(1.15) in respect of the determination 
or redetermination, the determination or redeter- 
mination is binding on the Minister and each 
member of the partnership for the purposes of 
calculating the income, taxable income or taxable 
income earned in Canada of, tax or other amount 
payable by, or any amount refundable to or 
deemed to have been paid or to have been an 
overpayment by, the members for any taxation 
year under this Part; and 


(b) notwithstanding subsections (4), (4.01), (4.1) 
and (5), the Minister may, before the end of the 
day that is one year after the day on which all 
rights of objection and appeal expire or are deter- 
mined in respect of the determination or redeter- 
mination, assess the tax, interest, penalties or 
other amounts payable and determine an amount 
deemed to have been paid or to have been an 
overpayment under this Part in respect of any 
member of the partnership and any other taxpayer 
for any taxation year as may be necessary to give 
effect to the determination or redetermination or 
a decision of the Tax Court of Canada, the Fed- 
eral Court of Canada or the Supreme Court of 
Canada. 


History: Subsec. 152(1.7) added by 1998, c. 19, subsec. 181(2), 
applicable in respect of determinations made after June 18, 1998. 


(1.8) Time to assess — Where, as a result of rep- 
resentations made to the Minister that a person was a 
member of a partnership in respect of a fiscal period, 
a determination is made under subsection (1.4) for 
the period and the Minister, the Tax Court of Can- 
ada, the Federal Court of Canada or the Supreme 
Court of Canada concludes at a subsequent time that 
the partnership did not exist for the period or that, 
throughout the period, the person was not a member 
of the partnership, the Minister may, notwithstanding 
subsections (4), (4.1) and (5), within one year after 
that subsequent time, assess the tax, interest, penal- 


ties or other amounts payable, or determine an 


amount deemed to have been paid or to have been an 
overpayment under this Part, by any taxpayer for any 
taxation year, but only to the extent that the assess- 
ment or determination can reasonably be regarded 


(a) as relating to any matter that was relevant in 
the making of the determination made under sub- 
section (1.4); 
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(b),as resulting from the conclusion that the part- 
nership did not exist for the period; or 


(c) as resulting from the conclusion that the per- 
son was, throughout the period, not'a member of 
the partnership. 


Related Provisions [subsec. 152(1.8)]: 165(1.1)(a), (d) — 
Limitation of right to object; 169(2)(a), (d) — Limitation of right to 
appeal. 


History: Subsec. 152(1.8) added by 1998, .c. 19, subsec, 181(2), 
applicable in respect of determinations made after June 18, 1998. 


(2) Notice of assessment — After examination 
of a.return, the-Minister shall send a notice of assess- 
ment.to the person by whom the return was filed. 


Related Provisions: 158 — Remainder payable forthwith after 
assessment mailed; 244(14), (15)— Mailing date of assessment. 


Pre-RSC History: See under subsec. 152(3.1). 


Forms: NR14; Formal demand for non-resident tax information re- 
turn; NR30: Non-resident tax assessment remittance. form; NR67, 
NR67A, T67A, T67AC, T67AN, T452, T453, T456, T457, T492: 
Notices of assessment. 


(3), Liability not dependent on assessment — 
Liability for the tax under this Part is not affected by 
an incorrect or incomplete assessment or by the fact 
that no assessment has been made. 


Related Provisions: 152(4), (6), (8) — Assessment and. reassess- 
ment; 160.2(3) — Minister may assess recipient; 165 — Objections 
to assessments; 166 ——, Assessment not to be vacated by reason of 
improper procedures; 169 — Appeal. 


Pre-RSC History: See under subsec. 152(3, 1). 


Selected Cases [subsec. 152(3)]: Guaranty Properties Lid. y. 
Canada, [1990] 2 C.T.C: 94 (FCA); leave to appeal to SCC refused 
(1991), 49 BLR 320 (note) (Amalgamating company not relieved of 
taxes prior to amalgamation; notice of reassessment valid). 


(3.1) Definition of “normal reassessment pe- 
riod” — For the purposes of subsections (4), (4.01), 
(4.2), (4.3) and (5), the normal reassessment period 
for a taxpayer in respect of a taxation year is 


(a) where at the end of the year the’taxpayer is a 
mutual fund trust or a corporation other than a 
Canadian-controlled private corporation, the pe- 
riod that ends 4 years after the earlier of the day 
of mailing of a notice of an original assessment 
under this Part in respect of the taxpayer for the 
year and the day of mailing of an original notifi- 
cation that no tax is payable by the taxpayer for 
the year; and 


(b) in any other case, the period that ends 3 years 
after the earlier of the day of mailing of a notice 
of an original assessment under this Part in re- 
spect of the taxpayer for the year and the day of 
mailing of an original notification that no tax is 
payable by the taxpayer for the year. 


Related Provisions: 152(4), (6), (8) — Assessment and reassess- 
ment; 160.2(3) — Minister may assess recipient; 165 — Objections 
to assessments; 166 — Irregularities; 169, 172 — Appeal; 
244(14) — Notice: presumed mailed on date of notice; 244(15) — 
Date when assessment made. 
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History: Subsec. 152(3.1) amended by.1998, c. 19, subsec. 181(3), 
applicable after April 27, 1989. The subsec. formerly read: 


(3.1) Definition of “normal reassessment period” — For 
the purposes of subsections (4), (4.2), (4.3) and(5), the nor-. 
mal reassessment period for a taxpayer in respect of a taxa- 
tion year is : “aps 


(a) where at the end of the year the taxpayer is.a mutual 
fund trust or a corporation other than a Canadian-con- 
trolled private corporation, the period that ends 4 years 
after the day of mailing of a notice of an original assess- 
ment under this Part in respect of the taxpayer for the 
year or the day of mailing of a notification that no tax is 
payable by the taxpayer for the year; and 


(b) in any other case, the period that ends 3 years after 
the day of mailing of a notice of an original assessment 
under this Part in respect of the taxpayer for the year or . 
the day of mailing of a notification that no tax-is payable 
by the taxpayer for the year. 


That portion of subsec. 152(3.1) preceding para. (a) amended by 
1994, c. 7, Sch. VIII (1993, c. 24), subsec. 90(1), to add reference to 
subsection (4.3), applicable to reassessments and redeterminations 
in respect of taxation years made after June 10, 1993 that relate to 
changes in balances for other taxation years made as a result of as- 
sessments made, or decisions on appeals rendered, after December 
20; 1991. 


That portion of subsec. 152(3.1) preceding para. (a) amended by 
1994, c. 7, Sch. II (1991, c. 49), subsec. 125(1), to add reference to 
subsec. (4.2), applicable to assessments and redeterminations made 
in respect of 1985 ef seq. 


Selected Cases [subsec. 152(3.1)]: APL Oil & Gas Ltd. y. 
Canada, [1996] 3 C.T.C. 2001 (TEC) (Minister could not repudiate 
valid assessment because of a correctable error). ; 


Pre-RSC History [subsecs. 152(1)-(3.1)]: Para. 152(1)(b) sub- 
stituted by 1990, c. 45, s. 49, applicable to 1989 et seq. except that 
in its application to the 1989 and 1990 taxation years the para. shall 
be read as follows: 


(b) the amount of tax, if any, deemed under subsection 
119(2), 120(2), 120.1(4), 122.2(1), 122.4(3),. 122.5(3), 
127.1(1), 127.2(2), 1449) or 210.2(3) or (4) to be paid on 
account of the taxpayer’s tax under this Part for the year. 


Para. 152(1)(b) formerly read: 


(b) the amount of tax, if any, deemed by subsection 119(2), 
120(2), 120.1(4), 122.2(1), 127.1(1), 127.2(2), 144(9), 
210.2(3) or (4) to have been paid on account of his tax under 
this Part for the year. 


Subsec. 152(3.1) added by 1990, c. 39, subsec. 38(1), applicable (by 
subsec. 38(5), as amended by 1991, c. 49, s. 256) after April 27, 
1989 (and deemed to have come into force on that day), other than 
with respect to a taxation year of a taxpayer for which a notice of an 
original assessment under Part I in respect of the taxpayer for the 
year, or a notification that no tax is payable by the taxpayer for the 
year, was mailed on or before April 27, 1986. 


S.C. 1990, c.'39, subsec. 38(5.1), added by 1991, c. 49, s: 256, reads 
as follows: 


(5.1) For greater certainty, in the period after April 27; 1989 
and before October 23,1990, the Minister of National Reve- 
nue may assess or reassess tax, interest and penalties and a 
taxpayer may file a waiver under the said Act as if this Act 
had been assented to on April 27, 1989, and any assessment 
or reassessment so made or waiver so filed before October 
23, 1990 shall be deemed to have the same effect as it would 
have had if this Act had been assented to on April 27, 1989.) 


Para. 152(1)(b) amended to substitute “144(9), 210.2(3) or (4)” for 
“144(9) or 164(6)” by 1988, c. 55, subsec’ 136(1); applicable to 
1988 et seq. 
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Subsecs. 152(1.11); (1.12) added: and: subsecs. (1.2), (1.3) substi- 
tuted by 1988, c. 55, subsecs. 136(2), (3). Subsecs, 152(1.2) and 
% 3) formerly read: 


(1.2) Provisions applicable — The provisions of paragraphs 
56(1)(1) and 60(0), this Division and Division J, as they relate 

' to an assessment or 4 reassessment and tO assessing and reas- 
sessing tax, are applicable, with such modifications as the cir- 
cumstances require, to a determination or redetermination and 
to determining and redetermining amounts under this Divi- 

sion, except that subsections (1) and (2) are not applicable to 
determinations made under subsection (1.1) and, for greater 
certainty, an original determination of a taxpayer’s non-capi- 
tal loss, net capital loss, restricted farm loss, farm loss or lim- 
ited partnership loss for’a taxation year may be made by the 
Minister only at the request of the taxpayer. 


(1.3) Determination binding — For greater certainty, where 
the Minister makes a determination of the amount of a tax- 
payer’s non-capital loss, net capital loss, restricted farm loss, 
farm Joss or limited partnership loss for a taxation year, the 
determination is (subject to the taxpayer’s rights of objection 
and appeal in respect of the determination and to any redeter- 
mination, by the Minister) binding on both the Minister and 
the taxpayer for the purposes of calculating the taxable in- 
~_ come of the taxpayer in any other year. 


Subsecs: 152(1.1). to, (1.3) amended by 1986,-c. 55, gubsee. 59(1), 
applicable after February 25, 1986 to substitute, in each, “farm. loss 
or limited partnership loss” for “or farm: loss”. 


Para. 152(1)(b) was aitiended by 1985, c. 45, subsec. 86(1), to add 
réferencé to subsections 120.1(4) and 164(6) and to substitute “on 
account of his tax” for “on account of the tax”, applicable to 1983 et 
seq. Reiss ; 
Subsec. 152(1.1) amended by 1985, c. 45, subsec. 86(2), to substi- 
tute “and the taxpayer has not reported that amount as such a loss in 
his return” for “and that. amount is different from the amount re- 
ported by the taxpayer in his return”. 


Para. 152(1)(b), subsecs. 152(1.1), to (1.3) substituted by 1984, c. 1, 
subsecs. 84(1), (2), applicable to. 1983 et seg. Para. .152(1)(b), sub- 
secse 152(1.1).to-(1.3) formerly read: 


(b) the amount of tax, if any, deemed “ subsection 
120(2), or 122.2(1) to, have, been paid on account of the 
tax under, this Part for the year. 


(1.1) Determination of losses — Where the Minister ascer- 
tains the amount of a taxpayer’s non-capital loss, net capital 

_ loss or restricted farm loss for a taxation year and that amount 
is different from the amount reported by the taxpayer in his 
return of income for that year, the Minister shall, at the re- 
quest of the taxpayer, determine, with all due dispatch, the 
amount of the taxpayer's non-capital loss, net capital loss or 
restricted farm loss, as the case may be, and shall send a no- 

tice of determination to the person by whom the return ,was 
filed. 


(1.2) Provisions apbiioabla — The provisions of paragraphs 
56(1)(1) and 60(0) and this Division and Division J, as they 
relate to an assessment or reassessment and to assessing tax 
and reassessing tax, are applicable, mutatis mutandis, to a de- 
termination or redetermination and to determining and rede- 
termining amounts under this Division, except that subsec- 
tions (1) and (2) are not applicable to determinations made 
under subsection (1.1) and, for greater certainty, an original 
determination of a taxpayer’s non-capital loss, net capital loss 
or restricted farm loss for a taxation year may be made by the 
Minister only at the request of the taxpayer. 


(1:3) Determination binding — For greater certainty, where 
the Minister makes a determination of the amount of a tax- 
payer’s non-capital loss, net capital loss or restricted farm 
loss for a taxation year, as the case may be, subject to the 
taxpayer’s rights of objection and appeal in respect of the de- 


S. 152(3.4) 


termination and subject to.any redetermination by-the Minis- 
ter, the determination is binding on both the Minister and the 
taxpayer for the purposes of calculating the taxable income of 
the taxpayer in any other year. 


Para. 152(1)(b) substituted by 1980-81-82-83, c. 48, subsec. 85(1), 
applicable to 1980 et seq. Para. (b) formerly read’as follows: 


(b) the amount of tax, if any, deemed to be isin by: him for: 
the year by virtue of subsection 122.2(1). 


Subsec. 152(1) substituted by 1978-79, c. 5, s. 5, neers to 1978 
et seq. Subsec. (1) formerly read: 


(1) The Minister shall, with all due dispatch, examine each. 
return of income, assess the tax for the taxation year, the in- 
terest, and penalties, if any, payable and determine the amount 
of refund, if any, to which the taxpayer may be. entitled by __ 
virtue of section 129, 131, 132 or 133, for the year. 


Subsecs. 152(1.1), (1.2) substituted, (1.3) added by 1977-78, c. 1, s. 
76. Subsecs. 152(1.1), (1.2) formerly read: 


(1.1) Determination of loss — The Minister may determine 
the amount of a taxpayer’s non-capital loss, net capital loss.or: 
restricted farm loss for a taxation year where, in his opinion, 

the amount thereof is different from the-amount reported by 
the. taxpayer in his return of income for the year. 


(1.2) Provisions applicable — The ‘provisions of paresis 
56(1)(1) and 60(0). and this Division, and Division J,. as they. 
relate to an assessment. or, reassessment and to. assessing tax 
and reassessing tax, are applicable, mutatis mutandis, to a de- 
termination or redetermination and to determining, and rede- 
* termining amounts under this Division. 


Subsecs. 152(1) substituted; (1.1); (1.2) added by 1976-77, c. 4, Ss: 
61, applicable to assessments and reassessments made, to assessing 
tax and reassessing tax, to determinations and. redeterminations 
made and to determining and redetermining amounts after 1976-77, 
c. 4, is assented to. Subsec. 152(1) fea) read: 


152,.(1) The Minister shall, with all due despatch, examine 
each return of income and assess the tax for the taxation year 
and the interest and penalties, if any, payable 


(3.2) Determination of deemed overpayment 
[Child Tax Benefit]— A taxpayer may, during 
any month, request in writing that the Minister deter- 
mine the amount deemed by subsection 122.61(1) to 
be an overpayment on account of the taxpayer’s lia- 
bility under this Part for a taxation, year that arose 
during the month or any of the 11 preceding months. 


Related Provisions: 152(3.3) — Notice of determination. 


History: Subsec. 152(3.2) added by 1994, c..7, Sch. VII (1992, c. 
48), subsec. 15(2), applicable to months that are after 1992. 


(3.3) Notice of determination [Child Tax Ben- 
efit] — On receipt of the request referred’ to in sub- 
section (3.2), the Minister shall, with all due dis- 
patch, determine the amounts. deemed by. subsection 
122, 61) to be overpayments on.account of the tax- 
payer’s liability under this Part that arose during the 
months in respect of which the request was made or 


- determine that there is no such amount, and shall 


send a notice of the determination to the taxpayer. 


History: Subsec. 152(3.3) added by 1994, c..7, Sch. VI,.(1992, c. 
48), subsec. 15(2), applicable to months, that are after 1992. 


(3.4), Determination of Ul premium tax 
credit — A taxpayer may request in writing that the 
Minister determine the amount deemed by subsec- 
tion 126:1(6) or (7) to be an overpayment on account 
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of the taxpayer’s liability under this Part for a taxa- 
tion year. 
Related Provisions: 152(3.5) — Notice of determination. 


History: Subsecs. 152(3.4) added by 1994, c. 8, subsec. 20(2), ap- 
plicable after 1992. 


(3.5) Notice of determination [UI premium tax 
credit] — On receipt of the request referred to in 
subsection (3.4), the Minister shall, with all due dis- 
patch, determine the amount deemed by subsection 
126.1(6) or (7), as the case may be, to be an overpay- 
ment on account of the taxpayer’s liability under this 
Part for a taxation year, or determine that there is no 
such amount, and shall send a notice of the determi- 
nation to the taxpayer. 


History: Subsecs. 152(3.5) added by 1994, c. 8, subsec. 20(2), ap- 
plicable after 1992. 


(4) Assessment and reassessment [limitation 
period] — The Minister may at any time make an 
assessment, reassessment or additional assessment of 
tax for a taxation year, interest or penalties, if any, 
payable under this Part by a taxpayer or notify in 
writing any person’ by whom a return of income for a 
taxation year has been filed that no tax is payable for 
the year, except that an assessment, reassessment or 
additional assessment may be made after the tax- 
payer’s normal reassessment period in respect of the 
year only if ; 
(a) the taxpayer or person filing the return 


(i) has made any misrepresentation that is at- 
tributable to neglect, carelessness or wilful de- 
fault or has committed any fraud in filing the 
return or in supplying any information under 
this Act, or 


(ii) has filed with the Minister a waiver in pre- 
scribed form within the normal reassessment 
period for the taxpayer in respect of the year; 
or 


(b) the assessment, reassessment or additional as- 
sessment is made before the day that is 3 years 
after the end of the normal reassessment period 
for the taxpayer in respect of the year and 


(i) is required pursuant to subsection (6) or 
would be so required if the taxpayer had 
claimed an amount by filing the prescribed 
form referred to in that subsection on or 
before the day referred to therein, 


(ii) is. made as a consequence of the assess- 
ment or reassessment pursuant to this para- 
graph or subsection (6) of tax payable by an- 
other taxpayer, 


(ili) is made as a consequence of a transaction 
involving the taxpayer and a non-resident per- 
son with whom the taxpayer was not dealing 
at arm’s length, 


(iv) is made as a consequence of a payment or 
reimbursement of any income or profits tax to 
or by the government of a country other than 
Canada or a government of a state, province 
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or other political subdivision of any such 
country, 


(v) is made as a consequence of a reduction 
under subsection 66(12.73) of an amount pur- 
ported to be renounced under section 66, or 


(vi) is made in order to give effect to the ap- 
plication of subsection 118.1(15) or (16). 


Related Provisions: 12(2.2) — Late assessment where amount 
elected. re 12(1)(x) inclusion; 13(6) — Misclassified property; 
21(5)— Late reassessment to permit capitalization of interest: 
67.5(2) — Reassessments; 69(12) — Disposition of property below 
market value — reassessment beyond deadline; 80.04(9) — Late as- 
sessment to reflect agreement to transfer forgiven amount of debt to 
related person; 104(5.31) — Revocation beyond the deadline of 
trust’s election to defer 21-year deemed disposition; 118.1(1 1)— 
Assessment consequential on determination of value of property by 
Canadian Cultural Property Export Review Board; 127(17) — As- 
sessment re ITC SR&ED pool beyond the deadline; 136(1) — Cor- 
poration may be private corporation for purposes of s. 152: 
137(7) — Credit union may be private corporation; 143.2(15) — 
Limitation period inapplicable to reassessment of tax shelter invest- 
ment; 146(8.01) — Home Buyer’s Plan — late assessment of tax on 
withdrawal; 152(1.7) — Limitation period re determination of part- 
nership income or loss; 152(3.1)— Normal reassessment period; 
152(4.01) — Limitation on extended assessments 15 243d ese 
Where waiver revoked; 152(4.2) — Reassessment with taxpayer’s 
consent; 152(4.3) — Consequential assessment; 152(5) — Limita- 
tion on assessments; 158 — Payment of balance on assessment; - 
160.2(3)— Minister. may: assess recipient under RRSP or RRIF; 
164(1)(b) — Refunds; 165(1.1) — Limitation of right to object to 
assessments or determinations; 165(5) — Effect of filing of notice 
of objection; 165(7) — No additional notice of objection required 
for appeal; 169(2) — Limitation of right to appeal from certain as- 
sessment; 173(2)— Time during consideration not to count; 
174(5) — Time during consideration of question not counted: 
184(4) — Concurrence with election; 231.6 — Foreign-based infor- 
mation; 237.1(6.1) — Limitation period inapplicable to assessment 
denying tax shelter deduction while penalty unpaid; 244(15) — 
Date when assessment made. 


History: Subsec. 152(4) amended by 1998, c. 19, subsec. 181(4), 
applicable after April 27, 1989, except that in applying the subsec. 


(a) before August 1997, it shall be read without reference to 
subpara. (b)(vi); 


and 


(b) to a taxation year before the 1996 taxation year, it shall be 
read without reference to subpara. (b)(v). 


Subsec. 152(4) formerly. read: 


(4) Assessment and reassessment [limitation period] — 
Subject to subsection (5), the Minister may at any time assess 
tax for a taxation year, interest or penalties, if any, payable 
under this Part by a taxpayer or notify in writing any person 
by whom a return of income for a:taxation year has been filed 
that no tax is payable for the year, and may 


(a) at any time, if the taxpayer or person filing the return 


(i) has made any misrepresentation that is attributa- 
ble to neglect, carelessness or wilful default or has 
committed any fraud in filing the return or in supply- 
ing any information under this Act, or 


(ii) has filed with the Minister a waiver in prescribed 
form within the normal reassessment period for the 
taxpayer in respect of the year, 


(b) before the day that is 3 years after the expiration of 
the normal reassessment period for the taxpayer in re- 
spect of the year, if 


(i) an assessment or reassessment of the tax’ of the 
taxpayer was required pursuant to subsection (6) or 
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would have been required if the taxpayer had 
claimed an amount by filing the prescribed form re- 
ferred to in that subsection on or before the day re- 
ferred to therein, 


(ii) there is reason, as a consequence of the assess- 
ment or reassessment of another taxpayer’s tax pur- 
suant to this paragraph or subsection (6), to assess or 
reassess the taxpayer’s tax for any relevant taxation 
year, 


(iii) there is reason, as a consequence of a transaction 
involving the taxpayer and a non-resident person 
with whom the taxpayer was not dealing at arm’s 
length, to assess or reassess the’ taxpayer’s tax for 
any relevant taxation year, or 


(iv) there is reason, as a consequence of an additional 
payment or reimbursement of any income or profits 
tax to or by the government of a country other than 
Canada, to’ assess or reassess the taxpayer’s tax for 
any relevant taxation year, and 


(c). within. the normal. reassessment period for the tax- 
payer in respect of the year, in any other case, 


reassess or make additional assessments, or assess tax, inter- 
est or penalties under this Part, as the circumstances require, 
except that a reassessment, an additional assessment or an as- 
sessment may be made under paragraph (b) after the normal 
reassessment period for the taxpayer in respect of the. year 
only to the extent that it may reasonably be regarded as relat- 
ing to 


(d) the assessment or reassessment seterted) to in subpara- 
graph (b)(i) or (ii), 


(e) the transaction referred to in subparagraph (b)(iii), or 


(f) the additional payment or reimbursement referred to 
in subparagraph (b)(iv). 


Pre-RSC History: Subsec. 152(4) substituted by 1990, c. 39, 
subsec. 38(2), applicable (by subsec. 38(5), as amended by 1991, c. 
49, s. 256) after April 27, 1989 (and deemed to have come into 
force on: that day), other than with respect to a taxation year of a 
taxpayer for which a notice of an original assessment under Part I in 
respect of the taxpayer for the year, or a notification that no tax is 
payable by the taxpayer for the year, was mailed on or before April 
2hpdOs6.ci & 


1990, c. 39, subsec. 38(5.1), added by 1991, c. 49, s. 256, reads as 
follows: 


(5.1) For greater certainty, in the period after April 27, 1989 
and before October 23, 1990, the Minister of National Reve- 
nue may assess or reassess tax, interest and penalties and a 
taxpayer may file a waiver under the said Act as if this Act 
had been assented to on April 27, 1989, and any assessment 
or reassessment so made or waiver so filed before October 
23, 1990 shall be deemed to have the same effect as it would 
have had if this Act had been assented to on April 27, 1989.) 


Subsec. (4) formerly read: 


(4) [Assessment of tax] — The Minister may at any time 
assess tax, interest or penalties under this Part or notify in 
writing any person by whom a return of income for a taxation 
year has been filed that no tax is payable for the taxation year, 
and may 


(a) at any time, if the taxpayer or person filing the return 


(i) has made any misrepresentation that is attributa- 
ble to neglect, carelessness or wilful default or has 
committed any fraud in filing the return or in supply- 
ing any information under this Act, or 


(ii) has filed with the Minister a waiver in prescribed 
form within 3 years from the day of mailing of a no- 
tice of an original assessment or of a notification that 
no tax is payable for a taxation year, 


S. 152(4) 


(b) within 6 years from: the day referred to in subpara- 

graph (a)(ii), if 
(i) an assessment or reassessment of the tax of the 
taxpayer was required pursuant to subsection (6) or 
would have been required if the taxpayer had 
claimed an amount by filing the prescribed form re- 
ferred to in that subsection on or before the day re- 
ferred to therein, 


(ii) there is reason, as a consequence of the assess- 
ment or reassessment of another. taxpayer’s tax pur- 
suant to this paragraph or subsection (6), to assess or 
reassess the taxpayer’s tax for any relevant taxation 
year, 


(iii) there is reason, as a consequence of a transaction 
involving the taxpayer and a non-resident person — 
‘with whom‘he was not dealing at arm’s length, to as- 
sess or reassess the taxpayer’s tax for ae relevant 
taxation year, or 


(iv) there is reason, as a consequence of an additional 
payment or reimbursement of any income or profits 
tax to or by the government of a country other than 
Canada, to assess or reassess the taxpayer’s tax for 
any relevant taxation year, and 


(c) within 3 years after the day referred to in subpara- 
graph (a)(ii), in any other case, 


reassess or make additional assessments, or assess tax, inter- 
est or penalties under this Part, as the circumstances require, 
except that a reassessment, an additional assessment or as- 
sessment may be made under paragraph (b) after 3 years from 
the day referred ‘to in subparagraph (a)(ii) only to the extent 
that’it may reasonably be regarded as relating to - 


(d) the assessment or reassessment referred to in subpara- 
graph (b)(i) or (ii); 
(e) the transaction referred to in subparagraph (b)(ii1), or 


(f) the additional payment or reimbursement referred to 
in subparagraph (b)(iv). 


That portion of subsec. 152(4) following subpara. (b)(ii) substituted 
by 1988, c. 55, subsec. 136(4), applicable to assessments relating to 
transactions entered into, payments made and reimbursements re- 
ceived after 1987. That portion formerly read: 


(c) within 3 years from the day referred to in subpara- 
graph (a)(ii), in any other case, 


reassess or make additional assessments, or assess tax, inter- 
est or penalties under this Part, as the circumstances require, 
except that a reassessment, an additional assessment or as- 
sessment may be made under paragraph (b) after 3 years from 
the day referred to. in subparagraph (a)(ii) only to the extent 
that it may reasonably be regarded as relating to the assess- 
ment or reassessment referred to in that paragraph. 


All that portion of subsec.'152(4) following subpara. (a)(i) substi- 
tuted by 1984, c. 45, subsec. 59(1), to substitute references to “3 
years” for “4 years” and to substitute “6 years” for “7 years”, appli- 
cable to 1983 et seq. 


Para. 152(4)(b) substituted, para. 152(4)(c) added by 1984, c. 1, 
subsec. 84(3), applicable after April 19, 1983. Para. (b) formerly 
read: 


(b) within 4 years from the day referred to in subparagraph 
(a)(ii), im any other case, 


reassess or make additional assessments,.or assess tax, interest or 
penalties under this Part, as the circumstances require. 


Selected Cases [subsec. 152(4)]: APL Oil & Gas Ltd. v. Can- 
ada, [1996] 3 C.T.C. 2001 (TCC) (Minister could not repudiate 
valid assessment because of a correctable error); Nesbitt v. Canada, 
96 DTC 6588 (FCA) (Mathematical error can constitute 
misrepresentation); Duthie Estate v. Canada, [1995] 2 C.T.C. 157 
(FCTD) (Minister has power to issue contradictory assessments); 
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Paramount Productions Inc. v. Canada, [1993] 2 C.T.C. 47 (FCTD) 
(Limitation period ran even where assessment erroneous) ; 
Dauphinais (P.) y., MNR, [1993] 1 C.T.C. 2056 (TCC) (Day on 
which assessment made excluded in computing delay within which 
Minister may reassess); Wenger’s Ltd. v. MNR, [1992] 2 C.T.C. 
2479 (TCC) (Minister not bound by position taken in earlier 
assessment); Solberg (S.J.) v. Canada, [1992] 2 C.T.C. 208 (FCTD) 
(Mistaken reference in waiver was technical defect only and did not 
preclude reassessment under Part I); Lornport Investments Ltd. v. 
Canada, {1992} 1 C.T.C. 351 (FCA) (Second notice of reassess- 
ment, later vacated, does not nullify first notice of reassessment); 
Dick v. MNR, [1991] 2°C.T.C. 2034 (TCC); appealed to FCTD 
(Aug. 30, 1991), File’ T-2251-91 (Since Minister failed to show 
fraud or misrepresentation reassessments for two taxation years stat- 
ute-barred); Canadian Marconi Co. v. Canada; [1991] 2 C.T.C. 352 
(FCA); leave to appeal to SCC refused (1992), 90 DLR (4th) viii 
(note) (Minister has no power to reassess once statutory period has 
expired); Cal Investments Ltd. v. Canada,.{1990] 2 C.T.C. 418 
(FCTD) (Waiver without corporate seal. valid where signed by an 
officer of the company with implied authority; corporate seal discre- 
tionary provision for Minister’s benefit); Flanagan v. The Queen, 
[1987] 2 C.T.C. 167 (FCA) (Notice of reassessment not sent when 
still retained by Minister); Davis v. The Queen, [1984] C.T.C. 564 
(FCTD) (Alleged misrepresentation for reassessment must not be 
proved before out-of-court settlement); Burroughs v. The Queen, 
[1982] C.T.C. 414 (FCTD) (Notice must be “sent”, not necessarily 
“received”, within prescribed time); Saykaly v. MNR, [1976] C.T.C. 
702. (FCTD) (Reassessments justified upon presumption of misrep- 
resentation when taxpayer not reporting benefit from transactions): 
Bisson v. MNR, [1972] C.T.C. 446 (FCTD) (Minister cannot reas- 
sess. when taxpayer had no intention to defraud); Bronze Memorials 
Ltd. v. MNR, [1969] C.T.C. 620 (Exch) (Minister not allowed to 
reassess after expiry of four-year limitation period-from original as- 
sessment when no proof of fraud). 


I.T. Application Rules: 62(1) (152(4) applies. to assessments 
since December 23, 1971). 


Interpretation Bulletins: IT-64R3: Corporations: Association 
and control — after 1988; IT-109R2: ‘Unpaid amounts; IT-121R3: 
Election to capitalize cost of borrowed money; IT-185R: Losses 
from theft, defalcation or embezzlement: IT-384R: Reassessment 
where option exercised in subsequent year. 


Information Circulars: 75-7R3: Reassessment of a return of in- 
come; 77-11: Sales tax reassessments — deductibility in computing 
income; 84-1: Revision of capital cost allowance claims and other 
permissive deductions; 92-3: Guidelines for réfunds beyond the nor- 
mal three year period. : 


Forms: T2029: Waiver in respect of the normal reassessment 
period. 


(4.01) Assessment to which para. 152(4)(a) or 
(b) applies — Notwithstanding subsections (4) and 
(5), an assessment, reassessment or additional’ as- 
sessment to which paragraph (4)(a) or (b) applies in 
respect of a taxpayer for a taxation year may be 
made after the taxpayer’s normal reassessment pe- 
riod in respect of the year to the extent that, but only 
to the extent that, it can reasonably be regarded as 
relating to, 


(a) where paragraph (4)(a) applies to the assess- 
ment, reassessment or additional assessment, 


(i) any misrepresentation made by the tax- 
payer or a person who filed the taxpayer’s re- 
turn of income for the year that is attributable 
to neglect, carelessness or wilful default or 
any fraud committed by the taxpayer or that 
person in filing the return or supplying any in- 
formation under this Act, or 
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(ii) a matter specified in a waiver filed with 
the Minister in respect of the year; and 


(b) where paragraph (4)(b) applies to the assess- 
ment, reassessment or additional assessment, 
(1) the assessment, reassessment or additional 


assessment to which subparagraph (4)(b)(i) 
applies, 
(ii) the assessment or reassessment referred to 
in subparagraph (4)(b)(ii); 
(ili) the transaction referred to in subpara- 
graph (4)(b) (iii), 
(iv) the payment or reimbursement referred to 
in subparagraph (4)(b)(iv), 
(v). the reduction referred to in subparagraph 
(4)(b)(v), or 
(vi) the application referred to in subpara- 
graph (4)(b)(vi). 

Related Provisions [subsec. 152(4.01)]: 152(1.7) — Limita- 


tion period re determination of partnership income or loss ; 
152(3.1) — Normal reassessment period. 


History: Subsec. 152(4.01).added by 1998, c. 19, subsec. 181(4), 
applicable after April 27, 1989, except that in applying the subsec. 


(a) before August 1997, it shall be read without reference to 
~-subpara. (b)(vi); and 


(b) to a taxation year before the 1996 taxation year, it shall be 
read without reference to subpara.-(b)(v). 


(4.1) Where waiver revoked — Where the Minis- 


_ ter would, but for this subsection, be entitled to reas- 


sess, make an additional assessment or assess tax, in- 
terest or penalties by virtue only of the filing of a 
waiver under subparagraph (4)(a)(ii), the Minister 
may not make such reassessment, additional assess= 
ment or assessment after the day that is six months 
after the date on which a notice of revocation of the 
waiver in prescribed form is filed. | 
Related Provisions: 152(1.7) — Limitation period re determina- 
tion of partnership income or loss; 152(4.2) — Reassessment with 
taxpayer’s consent; 165(1.2) — No objection permitted where right 
to object waived; 169(2.2) — No appeal where right to object or ap- 
peal waived. ; ji 

Pre-RSC History: Subsec. 152(4.1) added by 1984, c,.45, subsec. 
59(2), applicable after February 15, 1984, except.that in the applica- 
tion of subsec. 152(4.1) to a waiver filed before February 16, 1984 
that is revoked by a notice of revocation filed before 1986, the refer- 
ence therein to “six months” shall be read as a reference to “one 
year”. 


Forms: T652: Notice of revocation of waiver. 


(4.2) [Reassessment with taxpayer’s con- 
sent] — Notwithstanding subsections (4), (4,1). and 
(5), for the purpose of determining, at any time after 
the expiration of the normal reassessment period for 
a taxpayer who is an individual (other than a trust) or 
a testamentary trust in respect of a taxation year, 


(a) the amount of any refund to which the tax- 
payer is entitled at that time for that year, or 


_(b) a reduction of an amount payable under this 
Part by the taxpayer for that year, 
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the Minister may, if application therefor has been 
made by the taxpayer, 


(c) reassess tax, interest or penalties payable 
under this Part by the taxpayer in respect of that 
year, and 


(d) redetermine the amount, if any, deemed by 
subsection 120(2), 122.5(3), 122.51(2), 127.1(1), 
127.41(3) or 210.2(3) or (4) to be paid on account 
of the taxpayer’s tax payable under this Part for 
the year or deemed by subsection 122.61(1) to be 
an overpayment on account of the taxpayer’s lia- 
bility under this Part for the year. 


Related Provisions: 152(3.1)— Normal reassessment period; 
152(4.3) — Consequential. assessment; . 164(1.5) — Refunds; 
164(3.2) — Interest on refunds and repayments; 165(1.2) — Limita- 
tion of right to object; 225.1(1) — No collection restrictions follow- 
ing assessment. 


History: Para. 152(4:2)(d) amended by 1998, c. 19, subsec. 42(2), 
applicable to 1997 et seq., except that for the 1997 taxation year the 
reference’ to ‘subsection 120(2),” shall. be read as a reference to 
“subsection 120(2), 120:1(4),”. Para. 152(4.2)(d) formerly read: 


(d) redetermine the amount, if any, deemed by subsection 
120(2), 120. 1(4), 122.5(3), 127.1(1), 127.41(3) or 210.2(3) or 
(4) to be paid on account of the taxpayer’s tax payable under 
this Part for the year or deemed by subsection 119(2), 
122.61(1) or 126.1(6) or (7) to be an overpayment on account 
of the’ taxpayer’s liability under this Part for the year. 


Para. 152(4.2)(d) amended by 1995, c. 3, subsec. 46(2), applicable 


to taxation years that end after February 22, 1994. Para. (d) for- 
merly. read: 


(d) redetermine the amount, if any, deemed by subsection 
120(2), 120.1(4), 122.5(3), 127.1(1), 144(9) or 210.2(3) or (4) 
to be paid on account of the taxpayer’s tax under this Part for 
the year or deemed by subsection 119(2), 122.61(1) or 
126.1(6), or (7) to be an overpayment on account of the tax- 
payer’s liability under this Part for the year, 


Para. 152(4.2)(d) amended by 1994, c. 8, subsec. 20(3), applicable 
after 1992, except that in its application to redeterminations made in 
respect of the 1991 and 1992 taxation years, the para. shall be read 
as follows: 


(d) redetermine the amount, if any, deemed by subsection 
120(2), 120.1(4), 122.2(1), 122.5), 127.1(1),. 144(9) or 
210.2(3) or (4) to be paid on account of the taxpayer’s tax 
under this Part for the year or deemed by subsection 119(2) or 
122.61(1) to be an overpayment on account of the taxpayer’s 
liability under this Part for the year. 


Para. (d) formerly read: 


(d) redetermine the amount, if any, deemed by subsection 
120(2), 120.1(4), 122.5(3), 127.1(1), 144(9) or 210.2(3) or (4) 
to be paid on account of the taxpayer’s tax under this Part for 
the year or deemed by subsection 119(2) or 122.61(1) to be 
an overpayment on account of the taxpayer’s liability under 
this Part for the year. 


Para. 152(4.2)(d) substituted by 1994, c. 7, Sch. VII (1992, c. 48), 
subsec. 15(3), applicable to redeterminations made in respect of 
1991 et seg. except that, in its application to redeterminations made 
in respect of the 1991 and 1992 taxation years, the para. shall be 
read as follows: 


(d) redetermine the amount of tax, if any, deemed by subsec- 
tion 120(2), 120.1(4), 122.2(1),,122.5(3), 127.101), 144) or 
210.2(3) or (4) to be paid on account of the taxpayer’s tax 
under this Part for the year or deemed by subsection 119(2) or 
122.61(1) to be an Overpayment on account of the taxpayer’s 
liability under this Part for the year. 


S. 152(4.3) 


Para. (4.2)(d) formerly read: 


(d) redetermine the amount of tax, if any, deemed by subsec- 
tion 119(2), 120(2), 120.1(4), 122.2(1), 122.5(3), 127.101), . 
144(9) or 210.2(3) or (4) of this Act or subsection 122.4(3) of 
the Income Tax Act, chapter 148 of the Revised Statutes of 
Canada, 1952, as it applied to taxation years ending before: 

/ 1991, to have been paid on account of the taxpayer’s tax 
under this Part for that year. 


Subsec. 152(4.2) added by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
125(2), applicable to assessments and redeterminations made in re- 
spect of 1985 et seq. . 


Information Circulars: 92-3: Guidelines for refunds beyond the 
normal three year period. 


Application Policies: SR&ED 94-01: Retroactive claims for sci- 
entific research (TPRs).. 


(4.3) Consequential assessment — Notwith- 
standing subsections (4), (4.1) and (5), where the re- 
sult of an assessment or a decision on an appeal is to 
change a particular balance of a taxpayer for a par- 
ticular taxation year, the Minister may, or where. the 
taxpayer so requests in writing, shall, before the later 
of the expiration of the normal reassessment period 
in respect of a subsequent taxation year and the end 
of the day that is one year after the day on which all 
rights of objection and appeal expire or are deter- 
mined in respect of the particular year, reassess the 
tax, interest or penalties payable, or redetermine an 
amount deemed to have been paid or to have been an 
overpayment, under this Part by the taxpayer in re- 
spect of the subsequent taxation year, but only to the 
extent that the reassessment or redetermination can 
reasonably be considered to relate to the change in 
the particular balance of the taxpayer for the particu- 
lar year. 


Related Provisions: 152(3.1) — Normal reassessment period; 
152(4.4) — Definition of “balance”; 165(1.1) — Limitation of right 
to object to assessments or determinations; 169(2) — Limitation of 
right to appeal. 


History: Subsec. 152(4.3) substituted by 1994, c. 21, subsec. 76(2), 
applicable to reassessments and redeterminations in respect of taxa- 
tion years made after June 10, 1993 that relate to changes in bal- 
ances for other taxation years made as a result of assessments made, 
or decisions on appeals rendered, after December 20, 1991 except 
that, where the day referred to as “the day on which all rights of 
objection and appeal expire or are determined in respect of the par- 
ticular year” occurred before June 10, 1993, the subsec. shall be 
read as if that reference were a reference to June 10, 1993. That 
subsec. formerly read: 


(4.3) Consequential assessment — Notwithstanding sub- 
sections (4), (4.1) and (5), where the result of an assessment 
or a decision on an appeal is to change a particular balance of 
a taxpayer for a particular taxation year, the Minister may or, 
where the taxpayer so requests in writing, shall, before the 
later of the expiration of the normal reassessment period in 
respect of another taxation year and the end of the day that is 
one year after the day on which all rights of objection and 
appeal have expired or been determined in respect of the par- 
ticular year, reassess the tax, interest or penalties payable, or 
redetermine an amount deemed to have been paid, under this 
Part by the taxpayer in respect of the other taxation year, but 
only for the purpose of giving effect to any provision of this 
Act requiring the inclusion, or allowing the deduction, of an 
amount in computing a balance of the taxpayer for the other 
year, to the extent that the inclusion or deduction can reasona- 
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bly be considered to relate to the change in the particular bal- 
ance of the taxpayer for the particular year. 


Subsec. 152(4.3) added by 1994, c: 7, Sch. VIII.(1993,’c. 24), sub- 
sec. 90(2), applicable to reassessments and redetetminations in re- 
spect of taxation years made after June 10, 1993 that relate to 
changes in balances for other taxation years made. as a result of as- 
sessments made, or decisions on appeals rendered, after December 
20, 1991 except that where the day. referred to in subsec. (4.3) as 
“the day on which all rights of objection and appeal have expired or 
been determined in respect of the particular year” occurs before 
June 10, 1993, subsec. (4.3) shall be read as if that reference were to 
June 10, 1993. 


(4.4) Definition of “balance” — For the purpose 
of subsection (4.3), a “balance” of a taxpayer for a 
taxation year is the income, taxable income, taxable 
income earned in Canada or any loss of the taxpayer 
for the year, or the tax or other amount payable by; 
any amount refundable to, or any amount deemed to 
have been paid or to have been an overpayment by, 
the taxpayer for the year. 
Related Provisions: 152(4.3) — Consequential assessment: 
165(1.11)(b) — Balance adjustment to be requested specifically on 
large corporation’s notice of objection: i 
History: Subsec. 152(4.4) substituted by 1994, c. 21, subsec. 76(2), 
applicable to reassessments and redeterminations in respect of taxa- 
tion years made after June 10; 1993 that relate to changes in bal- 
ances for other taxation years made as a result of assessments made, 
or decisions on appeals rendered, after December 20, 1991. That 
subsec. formerly read: 
(4.4) Definition of “balance” — For the purposes of subsec- 
tion (4.3), a “balance” of a taxpayer for a taxation year is the 
income, taxable income earned in Canada or any loss of the 
taxpayer for the year, or the tax or other amount payable by, 
any amount refundable to, or any amount deemed to have 
been paid by, the taxpayer for the year. 


Subsec. 152(4.4) added by 1994, c. 7, Sch. VIII (1993, c. 24), sub- 
sec. 90(2), applicable to reassessments and redeterminations in re- 
spect of taxation years made after June 10, 1993. that relate to 
changes in balances for other taxation years made as a result of as- 


sessments made, or decisions on appeals rendered, after December 
20N 1991, 


(5) Limitation on assessments — There shall 
not be included in computing the income of ‘a tax- 
payer for a taxation year, for the purpose of an as- 
sessment, reassessment or additional assessment 
made under this Part after the taxpayer’s normal re- 
assessment period in respect of the year, any amount 
that was not included in computing the taxpayer’s in- 
come for the purpose of an assessment, reassessment 
or additional assessment made under this Part before 
the end of the period. 

Related Provisions: 12(2.2) — Deemed outlay or expense; 
67.5(2) — Reassessments; 110.4(6) — Forward averaging — death 
of a taxpayer; 127(17) — Assessment re ITC SR&ED pool beyond 
the deadline; 152(1.7) — Limitation period re determination of part- 
nership income or loss; 152(3.1)— Normal reassessment period; 
152(4.01) — Limitation on extended assessments: 192(42)— As- 
sessment; 152(4.3) — Consequential assessment: 160.2(3) — Min- 
ister May assess recipient under RRSP or RRIF. 


History: Subsec. 152(5) amended by. 1998, c..19, subsec. 181(5), 
applicable after April 27, 1989. Subsec. 152(5) formerly read: 


(5) Limitation on assessments — There shall not be in- 
cluded in computing the income of a taxpayer for a taxation 
year, for the purposes of any reassessment, additional assess- 
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ment or assessment of tax, interest or penalties under this Part 
that is made after the normal reassessment period for the tax- 
payer in respect of the year, any amount 


(a) that was not included in computing the taxpayer’s in- 
come for the purposes of an assessment of tax under this 
Part made before the end of the normal reassessment pe- 
riod for the taxpayer; 


(b) in respect. of which the taxpayer establishes that the 
failure so to include it did not result from any misrepre- 
sentation that is attributable to negligence, carelessness 
or wilful default or from any fraud in filing a return of 
the taxpayer’s income or supplying any information 
under this Act; and 


(c) where any waiver has been filed by the taxpayer with 
the Minister, in the form and within the time referred to 
in subsection (4), with respect to a taxation year to which 
the reassessment, additional assessment or assessment of 
tax, interest or penalties, as the case may be, relates, that 
the taxpayer establishes cannot reasonably be regarded as 
relating to a matter specified in the waiver. 


Pre-RSC History: That portion of subsec. 152(5) preceding para: 
(b) substituted by 1990, c. 39, subsec. 38(3), applicable (by subsec: 
38(5), as amended by 1991, c. 49; s. 256) after April 27, 1989-(and 
deemed to have come into force on that date), other than with re- 
spect to a taxation year of a taxpayer for which a notice of an origi- 
nal assessment under Part I in respect of the taxpayer for the year, 
or a notification that no tax is payable by the taxpayer for the year, 
was mailed on or before April 27, 1986. 


1990, c. 39, subsec. 38(5.1), added by 1991, c. 49, s, 256, reads as 
follows: 


(5.1) For greater certainty, in the period after April 27, 1989 
and before October 23, 1990, the Minister of National Reve- 
nue may assess or reassess tax, interest and penalties and a 
taxpayer may file a waiver under the said Act.as if this Act 
had been assented to on April 27, 1989, and any assessment 
or reassessment so made or waiver so filed before October 
23, 1990 shall be deemed to have the same effect as it would 
have had if this Act had been assented to on April 27, 1989. 


That portion formerly read: 


(5) [Assessment] — Notwithstanding subsection (4), there 
shall not be included in computing the income of a taxpayer, 
for the purposes of any reassessment, additional assessment 
or assessment of tax, interest or penalties under this Part that 
is made after the expiration of 3 years from the day referred 
to in subparagraph (4)(a)(ii), any amount 
(a) that was not included in his income for the purposes 
of an. assessment of tax under this Part made before the 
expiration of 3 years from that day, 
That portion of subsec. 152(5) preceding para. (b) substituted by 
1984, c. 45, subsec. 59(3), to substitute “3” for “4” and to substitute 
“not included in his income” for “not included in computing his in- 
come”, applicable to 1983 ef seg. 


Subsec. 152(5) substituted by 1973-74, c. 14, s. 53, applicable to 
1972 et seq. 


Selected Cases [subsec. 152(5)]: Merswolke v. ‘Canada, 
[1995] 1 C.T.C. 2524 (TCC) (Subsec. 152(5) does not authorize re- 
assessment without authority of subsecs. 152(4), (4.2) or (4.3)). 


I.T. Application Rules: 62(1) (where waiver filed before Decem- 
ber 23, 1971). 


Interpretation Bulletins: IT-241: Reassessments made after the 
four-year limit. 


(6) Reassessment where certain deductions 
claimed — Where a taxpayer has filed for a partic- 
ular taxation year the return of income required by 
section 150 and an amount is subsequently claimed 
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by the taxpayer or on'the taxpayer’s behalf for the 
year as — | 


(a) a deduction under paragraph 3(e) of the In- 
come Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, by virtue of the 'taxpayer’s 
death in a subsequent taxation year and the con- 
sequent application of section 71 of that Act in 
respect of an allowable capital loss for the year, 


(b) a deduction under section 41 in respect of the 
taxpayer’s listed- Dem one DESAY loss for a sub- 
sequent taxation year,, 

(b.1) a.deduction nail paragraph 60(i) in respect 
of a premium (within the meaning assigned. by 
subsection 146(1)) paid in a subsequent taxation 
year under a registered retirement savings plan 
where. the premium: is. deductible bY: reason of 
subsection 146(6.1), | 


(c).a deduction under section 118.1 in respect of a 
gift made in a subsequent taxation year or under 
section 111 in respect of a loss for a subsequent 
taxation year, 


(c.1) a deduction under subsection 126(2) in re- 
spect of an unused foreign tax credit (within the 
meaning assigned by subsection 126(7)) for a 
subsequent taxation year, 


(d) a deduction under subsection 127(5) in re- 
spect of property acquired or an expenditure 
made in a subsequent taxation year, 

(e) a deduction under subsection 125:2 im respect 
of an unused Part VI tax credit (within the mean- 
ing assigned:by subsection 125.2(3)) for a subse- 
quent taxation year, 


(f):a deduction under section 125. 3) 4n respect of 
an unused Part [,3 tax credit (within the meaning 
assigned by subsection 125.3(3)) for a ssa eatin 
taxation year, 


(zg) a: deduction uhdet sghicces 147. 2(4) Res 
cause of the application of subsection 147.2(6) as 
a result of the taxpayer’s death inthe subsequent 
taxation year, or 


(h) a deduction by virtue of an eA fee a ape 
sequent taxation year under paragraph 164(6)(c) 
or (d) by the taxpayer’s legal representative, 


by filing with the Minister, on or before the day on 
or before which the taxpayer is, or would be if a tax 
under this Part wete payable by the taxpayer for that 
subsequent taxation year, required by section 150 to 
file a return of income for that subsequent taxation 
year, a prescribed form amending the return, the 
Minister shall reassess the taxpayer’s tax for any rel- 
evant taxation year (other than a taxation year pre- 
ceding the particular taxation year) in order to take 
into account the deduction claimed. 


Related Provisions: 111 — Losses deductible; 150 — Returns; 
160.2(3) — Minister may assess recipient under RRSP or RRIF; 


161(7)(b) (iii) — Effect of carryback’ of loss, ete.;,164(5),: (5.4) — 
No. back interest on refund where past year reassessed; 165(1.1) — 
Limitation of right to object to assessments or determinations ; 
169(2)(a) — Limitation of right to appeal. ot 


S. 152(6) 


_ History: Para. 152(6)(g) added by 1998, c. 19, subsec. 181(6), ap- 


plicable to taxpayers who die after 1992. 


Pre-RSC History: Para. 152(6)(f) added by 1990, c. 39, subsec. 
38(4), applicable to taxation years ending after June 1989. 


Para. 152(6)(b.1) added by 1990, c. 35, s. 17, applicable to 1991 et 
seq. 


Para. 152(6)(c) amended to substitute “section 118.1” for “section 
110”, para. 152(6)(e) substituted and paras. 152(6)(f) and (g), re- 
pealed, by 1988, .c. 55, subsecs. 136(5), (6), applicable to 1988 et 


_ seq. Paras, 152(6)(e), (f) and (g) formerly read: 


(e) a deduction under subsection 127.2(1) in respect. of his 
unused share-purchase tax credit for a subsequent taxation 
year, ) 
(f) a deduction under subsection 127.3(1) in respect of his un- 
used scientific research and experimental development tax 
credit for a subsequent taxation year, 


(g) a deduction under subsection 120.2(2) in respect of his 
minimum tax for a subsequent taxation year, or : 


Paras. 152(6)(g); (h) added by 1986, c. 55, subsec. 59(2), applicable 
to taxation years commencing after 1983. 


The expression “scientific research and experimental development” 


- substituted for “scientific research” by 1986, c. 6, subsec. 15(3), ap- 


plicable with respect to taxation years ending after May 23, 1985. 


Para. 152(6)(c.1) added by 1984, c. 45, subsec. 59(4), applicable to 
1984 et seg., except that an amount may be claimed as a deduction 
referred to in para. 152(6)(c.1) by filing the prescribed form referred 
to in subsec. 152(6) at any time on or before the later of 


(a) the day on or before which it would be required by subsec. 
152(6). to.be filed, and 


(b) the day that is 90 days after Desember 20, 1984. 


Subsec. 152(6) substituted. by 1984, c. 1, subsec. 84(4), applicable 
after April 19, 1983, except that where the subsequent taxation year 
referred to in subsec. 152(6), as substituted, is a taxation year end- 
ing after 1982, the prescribed form referred to in subsec. 152(6) 
may be filed for the deri rg taxation year at any time on or 
before the later of 


(a) the day on or before which it would be required by the said 
subsec. ‘152(6) to be filed, and 


(b) the day that is.90 days after the day on which this Act. is 
assented to. 


Subsec. 152(6) formerly read: 


(6) Idem — Where a taxpayer has filed the return of income 
“required by section’ 150 for a taxation year and, within one 
year from the day on‘or before which he was required by sec- 
‘tion 150 to file the return, has amended the return by filing 
with the Minister a prescribed form claiming a deduction 
from income under section 111 in respect of a loss for the 
taxation year immediately following that year, the Minister 
shall reassess the taxpayer’s tax for the year. 


Subsec. 152(6) substituted by 1980-81-82-83, c. 48, subsec. 85(2), 
applicable after December 11, 1979. Subsec. 152(6) formerly read: 


(6) Where a taxpayer has filed the return of income required 
by section 150 for a taxation year and, within one year from 
the day on or before which he was required by section 150 to 
file the return for that year, has filed an amended return for 
the year claiming a deduction from income under section 111 
in respect of a loss for the taxation year immediately follow- 
ing that year, the Minister shall reassess the taxpayer’s tax for 
the year. 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans; IT-232R3: Losses — their deductibility in 
the loss year or in other years; IT-520: Unused foreign tax cred- 
its — carryforward and carryback. 
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Information Circulars: 75-7R3: Reassessment of a return of 
income. 


Forms: NR67B: Non-resident notice of reassessment; T1 ADJ: Ad- 
justment request; T2A: Request for corporation loss carryback; 
T67B, T67BCD, T67BD, T458, T459, T493: Notices of 
reassessment. 


(7) Assessment not dependent on return or 
information — The Minister is not bound by a re- 
turn or information supplied by or on behalf of a tax- 
payer and, in making an assessment, may, notwith- 
standing a return or information so supplied or if no 
return has been filed, assess the tax payable under 
this Part. 


Related Provisions: 152(4) — Reassessment; 160.2(3) — Minis- 
ter may assess recipient under RRSP or RRIF; 165 — Objections to 
assessments; 169 — Appeal to Tax Court of Canada. 


Selected Cases [subsec. 152(7)]: The Queen y. Balanko, 
[1988] 1 C.T.C. 317 (FCTD) (Gambling gains not income for net 
worth assessment); Gentile v. The Queen, [1988] 1° C.T.C. 253 
(FCTD) (Taxpayer taxable on his income from all sources; assess- 
ment on net worth basis); Chhabra v. The Queen, [1988] 1 C.T.C. 
84 (FCTD) (Taxpayer’s tax returns accepted when flawed financial 
statements used by Minister); Danielson v. MNR, [1986] 2 C.T.C. 
341 (FCTD) (Assessment to be challenged by objection and appeal, 
not by application for certiorari); Werry v. The Queen, [1976] 
C.T.C, 221 (FCA) (Burden of proof is on taxpayer to justify new 
trial relating to net worth, assessment; evidence insufficient)... 


(8) Assessment deemed valid and binding — 
An assessment shall, subject to being varied or va- 
cated on an objection or appeal under this: Part and 
subject to a reassessment, be deemed to be valid and 
binding notwithstanding any error, defect or omis- 
sion in the assessment or in any proceeding under 
this Act relating thereto. 


Related Provisions: 152(3) — Liability for tax not affected by 
incorrect Or incomplete assessment; 152(4) — Reassessment: 
158 — Assessed amount payable forthwith; 160(2) — Minister may 
assess transferee; 160.2(3) — Minister may assess recipient; 165 — 
Objections to assessments; 166 — Assessment not to be vacated by 
reason of improper procedures; 172 — Appeal; 225.1 — Collection 
restrictions while assessment under objection or appeal. 


Selected Cases [subsec. 152(8)]: Régime des Rentes pour les 
Employés de Direction de Gestion RST Inc. v. MNR, [1993] 1 
C.T.C. 2091 (TCC) (Assessment of trust, rather tham trustee, 
invalid); Lornport Investments Ltd. v. Canada, {1992} 1 €.T.C, 351 
(FCA) (Second notice of reassessment, later vacated, does not nul- 
lify first notice of reassessment); Canadian Marconi Co. v. Canada, 
[1991] 2 C.T.C. 352 (FCA); leave to appeal to SCC refused (1992), 
90 DLR (4th) viii (note) (Minister has no. power to reassess once 
statutory period has expired); Guaranty. Properties Ltd. vy, Canada, 
[1990] 2 C.T.C. 94 (FCA); leave to appeal to SCC refused (1991), 
49 BLR 320 (note) (Amalgamating company not relieved of taxes 
prior to amalgamation); Stephens (Estate) v.'Thé Queen, [1987] 1 
C.T.C. 88 (FCA) (Notices of reassessment not void when bearing 
name and signature other than Minister); The Queen v. Lambert, 
[1974] C.T.C. 516 (FCTD) (Answers of taxpayer in examination for 
discovery cannot be used in criminal proceedings). 


Definitions [s. 152]: “allowable capital loss” — 38(b), 248(1); 


“amount”, “assessment” — 248(1); “balance” — 152(4.4); “Cana- 
dian-controlled private corporation” — 125(7), 2481); “farm 
loss” —111(8), 248(1); “limited partnership loss” — 96(2.1)(e), 
248(1); “listed personal property” — 54, 248(1); 

248(1); “net capital loss”, “non-capital loss’? — 111(8), 248(1); 
“non-resident” — 248(1); “normal reassessment — period’”” — 
152(3.1); “person”, “prescribed”, “property” — 248(1); ‘prov- 
ince” — Interpretation Act 35(1); “registered. retirement savings 
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plan” — 146(1), 248(1); “restricted farm loss” — 31, 248(1); “tax: 
consequences” — 152(1.111), 245(1); “ a 
248(1); “taxable income earned in Canada” — 115(1), 248(1); “tax- 
ation year” — 249; “taxpayer” — 248(1); “testamentary trust” — 
248(1); “transaction” — 152(1.111), 245(1); “trust” — 104(1), 
108(1),.248(1), (3); “writing” — Interpretation Act 35(1). 


Payment of Tax 


153. (1) Withholding — Every person paying at 
any time in a taxation year 


(a) salary or wages or other remuneration, 

(b) a superannuation or pension benefit, 

(c) a retiring allowance, 

(d) a death benefit, 

(d.1) an amount described in subparagraph 
56(1)(a)(iv), 

(e) an amount as a benefit under a supplementary 
unemployment benefit plan, 


(f) an annuity payment or a payment in full or 
partial commutation of an annuity, 


(g) fees, commissions or other amounts for 
services, 


(h) a payment under a deferred profit sharing plan 
or a plan referred to in section 147 as a revoked 
plan, 


(i) [Repealed] 


(j) a payment out of or under a registered retire- 
ment savings plan or a plan referred to in subsec- 
tion 146(12) as an “amended plan”, . 


(k) an amount as, on account or in lieu of pay- 
ment of, or in satisfaction of, proceeds of the sur- 
render, cancellation or redemption of an income- 
averaging annuity contract, 


(1) a payment out of or under a registered retire- 
ment income fund or a fund referred to in subsec- 
tion 146.3(11) as an “amended fund”, 


(m) a prescribed benefit under a government as- 
sistance program; 

(m.1) [Repealed] 

(n) one or more amounts to an individual who has 
elected for the year in prescribed form in respect 
of all such amounts, 

(0) an amount described in paragraph 115(2)(c.1), 
(p) a contribution under a retirement compensa- 
tion arrangement, 


(q) an amount as a distribution to one or more 
persons out of or under a retirement compensa- 
tion arrangement, 


(r) an amount on account of the purchase price of 
an interest in a retirement compensation 
arrangement, 


(s) an amount described 3 in paragraph 56(1)(r), or 


(t) a payment made under a plan that was a regis- 
tered education savings plan 
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shall deduct or withhold therefrom such amount as is 
determined in accordance with prescribed rules and 
shall, at such time as is prescribed, remit that amount 
to the Receiver General on account of the payee’s 
tax for the year under this Part or Part XI.3, as the 
case may be, and, where at that prescribed time the 
person is a prescribed person, the remittance shall be 
made to the account of the Receiver General at a fi- 
nancial institution (within the meaning that would be 
assigned by the definition “financial institution” in 
subsection 190(1) if that definition were read with- 
out reference to paragraphs (d) and (e) thereof). 

Related Provisions: 78(1)(b) — Withholding of tax on unpaid 
amounts; 153(1.1)— Undue hardship — reduction, in withholding; 
153(1.2) — Election to increase withholding; 153(1,3) — Payments 
of tax by trustee; 153(3) — Amount withheld deemed received by 
payee; 154 — Tax transfer payments to provinces; 221.2 — Trans- 
fers of balances from one account to other; 227 — Withholding 


taxes — administration and enforcement; 227.1 — Corporation’s | 


directors liable for unremitted source deductions; 238(1)— Of- 
fences; 248(7)(b)(i) — Remittance deemed made. when received, 
252.1(d) —- Where ‘union is employer; Canada-U.S. tax treaty, Art. 
XVII — Withholding of taxes in respect of personal services. 


History: Para. 153(1)(d.1) amended by 1998, c. 19, s. 182, deemed 
to have come into force on June 30, 1996. Para. 153(1)(d.1) for- 
merly read: 


(d.1) an amount as:a benefit’ under the Employment Insurance 
Act, 


Paras. 153(1)(s) and (t) addéd’by the said c. 19, s:.43, para: (s) ap- 


plicable to payments made after 1992, and para. (t) applicable to 
payments made after 1997. 


Para. 153(1)(d.1) amended by 1996, c. 23, para. 187(d), to substitute 
“Employment Insurance Act” for “Unemployment Insurance Act’, 
in force June 30, 1996. 


Para. 153(1)(i) repealed by 1996, c. 23, s. 175, in force January ib, 
1998. Para. (i) formerly read: 


(i) a training allowance under the National Training Act, 


Para. 153(1)(m) substituted for paras. (m), (m.1) by 1994, c. 21, s. 
77, applicable to payments made after October 1991. Those paras. 
formerly read: 


(m) an amount as a benefit under the Labour Adjustment Ben- 
efits Act, 


(m.1) an income assistance payment made pursuant to an 
agreement under section 5 of the Department of Labour Act, 


That portion of subsec. 153(1) following para. (r) amended by 1994, 
c. 7, Sch. VIII (1993, c, 24), s. 91, applicable after 1992. That por- 
tion formerly read: 


shall deduct or withhold therefrom such amount as may. be 
determined in accordance with prescribed rules and: shall, at 
such time as may be prescribed, remit that amount to the Re- 
ceiver General. on account of the payee’s tax for the year 
under this Part or Part X1.3, as the case may be. 


1994, c. 7, Sch. VIIE (1993, c. 24), subsec. 82(10), provides that the 
amended definition of “minimum amount” in subsec. 146.3(1) does 
not apply, for the purposes of prescribed rules made under subsec. 
153(1), with respect to payments made before 1993. ° 


Paras. 153(1)(f), (1) substituted, (m.1) added, by 1994, c. 7, Sch. II 
(1991, c..49), subsecs. 126(1)-(3), applicable to payments made af- 
ter July 13, 1990. Paras. (f), (1) formerly read: 


(f) an annuity payment, 


(1) a payment out of or under a registered retirement income 
fund, 


S. 153(1) 


Pre-RSC History: All that portion of subsec. 153(1). following 
para. (0) amended by 1987, c. 46, subsec. 51(1), to add paras. (p), 
(q), (r) and to substitute “under this Part or Part XI1.3,. as. the case 
may be” for “under this Part”, applicable with respect to amounts 
paid after March 27, 1987. | 


Para. 153(1)(d) substituted by. 1985, c. 45, subsec. 87(1), applicable 
to 1985 et seg. Para. 153(1)(d) formerly read: 


(d) an amount upon. or after the death of an officer or em- 
. ployee, in recognition of his service, to his legal representa- 
tive or widow or to any other person whatsoever, 


Para. 153(1)(o) added by 1985, c. 45, subsec. 87(2). 


All that portion of subsec. 153(1) preceding para. (b) and all that 
portion of subsec. 153(1) following para. (k) substituted by 1980- 
81-82-83, c. 140, subsecs. 104(1), (2). Those, portions formerly 
read: 


153. (1) Every person paying 


(a) salary or wages or other remuneration to an officer or 
employee, 


(1) a payment out of or under a registered retirement in- 
come fund, or 


(m).a termination payment, 


"at any time in a taxation year shall deduct or withhold there- 
from-such amount as. may be determined in accordance with 
prescribed rules and shall, at such time as may be prescribed, 
remit that amount to the Receiver General on account of the 
payee’s tax for the year under this Part. 


Para. 153(1)(m) applicable with respect to amounts paid after 1981, 
except that in its application to payments made after November 12, 
1981 in respect of a termination of an office or employment that 
occurred on or before that date, it shall be read as follows: 


(m) a termination payment, 


Para. 153(1)(i) substituted by, 1980-81-82-83, c. 109, subsec. 19(3), 
in force August 2, 1982. Para. (1) formerly réad: 


- (i) an adult training allowance under the Adult Occupational 
Training Act, ; 


All that portion of subsec. 153(1) following para. (m) substituted by 
1980-81-82-83, c. 48, subsec. 86(1), applicable to 1979 et seq. That 
portion formerly read: 


~ at any time in a taxation year shall deduct or withhold there- 
from such amount as may be prescribed and shall, at such 
time as may be prescribed, remit that amount to the Receiver 
General of Canada on. account of the payee’s tax for the year 
under this. Part. 


Para. 153(1)(m) added by 1979, c. 5, subsec. 53(1). 
Para. 153(1)(1)-added by 1977-78, ¢. 32,.s. 39. 
Paras. 153(1)(i)—(k) added: by 1976-77,-c.. 4, subsec. 62(1). 


Selected Cases [subsec. 153(1)]: Ashby v: ‘Canada, [1996] 1 
C.T.C. 2464.(TCC) (Deductions made: but not remitted differ from 
case where deductions not. made); Cana Construction Co. v. Can- 
ada, {1995] 1 C.T.C. 2122 (TCC) (Prime contractor maintained full 
control of funds to pay wages and required’ to withhold source 
deduction); Mollenhauer Ltd. v. Canada, [1992] 2 Game) 121 
(FCTD) (Contractor which undertook to pay subcontractor’s em- 
ployees’ “salary or wages or other remuneration” liable for failing 
to make and remit source deductions despite not being the 
employer); The Queen v. Coopers & Lybrand Ltd., [1980]-C.T.C. 
367 (RCA) (Taxpayer company responsible for wages to employees, 
liable for amount of payroll deductions); Dauphin Plains Credit 
Union Ltd. v. Xyloid Industries Ltd. et al., [1980] CR EC2AT7 (SEC) 
(UIC and CPP amounts deducted, but not remitted, held in trust for 
Crown); The Queen v. National Indian Brotherhood, [1978] C.T.C. 
680 (FCTD) (Taxpayer corporation not resident on reserve required 
to remit income tax from salaries paid to Indians); Re G & G Equip- 
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ment, 74 DTC 6407.(B.C. SC) (Tax to! be withheld when paying 
wages to employees of related company). 


Regulations: 100-108 (withholding and remittance requirements): 


110 (prescribed persons for the closing words of 153(1)); 200 (in- 
formation returns); 5502 (prescribed benefits for 153(1)(m)). 
Interpretation Bulletins: IT-337R3: Retiring allowances. 
Information Circulars: 75-6R: Required withholding from 
amounts paid to non-resident persons performing services in Can- 
ada; 72-22R9: Registered retirement savings plans; 92-3: Guidelines 
for refunds beyond the normal three year period. See also “Employ- 
ers’ Guide to Payroll Deductions”. 


I.T. Technical News: No. 11 (reporting of amounts paid out of an 
employee benefit plan). 


Forms: PD7AR: Remittance form; PD7A: Tax deduction — Can- 
ada Pension Plan — unemployment insurance remittance return: 
PD20: Employer registration; PD20-NR:. Non-resident tax remitter 
registration; TD3F: Fisherman’s election to have tax deducted at 
source; T4A’ Supp: Statement of pension, retirement, annuity and 
other income; T4A: Segment; T4A Summ: Summary of remunera- 
tion paid (pension, retirement, annuity, and other income); T4 Seg- 
ment; T4A-RCA Summ: Return for an RCA; T4A-RCA Supp: 
Statement of amounts paid out of, under or in conjunction with an 
RCA; T216: Remitting deductions at source; T475: Magnetic media 
filing transmittal — Service bureau customer; T619: Magnetic me- 
dia transmittal; T695: T4A/T4A-NR data tape. transmittal; T709: 
Magnetic media filing program — filing tips for service. bureau 
customer; 1730: Preparation of T4-T4A summaries and supple- 
mentaries; T734: Remittance form for employer’s tax deduction on 
contribution paid to RCA; 1T735:-Withholding tax remitter for 
RCAs; 1736: Registration form for custodians or third person pur- 
chasers withholding Part XIII tax from non-residents for RCAs; 
T875: T4 data tape transmittal; T4001: Employer’s guide to payroll 
deductions — 1993 to 1997; T5021: T4130: Employer’s guide to 
payroll deductions — taxable benefits [guide]; T5 filing transmittal; 
TD1: Claiming your 1994 personal tax credits. 


(1.1) Undue hardship — Where the. Minister is 
satisfied that the deducting or withholding of the 
amount otherwise required to be deducted or with- 
held under subsection (1) from a payment would 
cause undue hardship, the Minister may determine a 
lesser amount and that amount shall be deemed to be 
the amount determined under that subsection as the 
amount to be deducted .or withheld from. that 
payment. 

Related Provisions: 180.2(6) — Reduced withholding available 


on old age security benefits; 227(8) — Withholding taxes; 227.1 — 
Liability of directors. 


(1.2) Election to increase withholding — 
Where a taxpayer so elects in prescribed manner and 
prescribed form, the amount required to be deducted 
or withheld under subsection (1) from any payment 
to the taxpayer ‘shall be deemed to be the total of 


(a) the amount,.if any, otherwise required to be 
deducted or withheld under that subsection from 
that payment, ‘and 


(b) the amount specified by the taxpayer in that 
election with respect to that payment or with re- 
spect to a class of: payments that includes. that 
payment: 

Related Provisions: 227.1 — Liability of directors. 

Pre-RSC History: Subsec. 153(1.1).substituted by 1980-8 1-82-83, 


c. 48, subsec, 86(2), applicable to 1979 et seq., to substitute “deter- 
mined” for “prescribed”, 
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Subsecs. 153(1.1), (1.2) substituted by.1979, c. 5, subsec. 53(2) to 
delete “referred to in any of paragraphs (1)(a) to (k)” after “from a 
payment” in subsec, (1.1) and “that is referred to in any of 
paragraphs (1)(a) to (k)” after “payment to him” in subsec. (1.2). 


Subsec, 153(1.1), all that portion of subsec. 153(1.2) preceding 
para. (a) substituted by 1976-77, c. 4, subsec. 62(2), to substitute 
Miay< for ae 


Subsecs. 153(1.1), (1.2) added by 1973-74, c. 30, s. 22. 


Regulations: 109 (prescribed manner for making election, and 
effect). 


Forms: TD3: Request for income tax deductions on non-employ- 
ment income. 


(1.3) [Repealed] 


Related Provisions: 153(1.4) — Definition of “trustee”; 
227.1 — Liability of directors. 


History: Subsec. 153(1.3) repealed by 1996, c 21, s. 40, applicable 
June 20, 1996. Subsec. (1.3) formerly read: 


(1.3) Payments by trustee, etc. — For the purposes of sub- 
section (1), where a-trustee who is administering, managing, 
distributing, winding up, controlling or otherwise dealing 
with the property, business, estate or income of another per- 
son authorizes or otherwise causes a payment referred to in. 
that subsection to be made on behalf of that other person, the 
trustee shall be deemed to be a person making the payment 
and the trustee and that other person shall be jointly and sev- 
erally liable in respect of the amount required under that sub- 
section to be deducted or withheld and to be'remitted on ac- ° 
count of the payment. 


Selected Cases [subsec. 153(1.3)]: Coopers & Lybrand Ltd. v. 
Canada, [1994] 2 C.T.C. 2244 (TCC) (Agent held liable for source 
deductions not withheld). 


(1.4) [Repealed] 


History: Subsec. 153(1.4) repealed by 1996,.c 21, s. 40, applicable 
June 20, 1996. Subsec. (1.4) formerly read: 


(1.4) Definition of “trustee” — In subsection (1.3), “trustee” 
includes a liquidator, receiver, receiver-manager, trustee in 
bankruptcy, assignee, executor, administrator, sequestrator or 
any other person performing a function similar to asco 
formed by any such person. 


Pre-RSC History: Subsecs. 153(1.3), (1.4) added by 1980-81-82- 
83, c: 48, subsec: 86(3). 


(2) [Repealed] 


History: Subsec. 153(2) repealed by 1994, c. 8, s. 21, applicable to 
1995 et seq.; for the 1994 taxation year, subsec. 153(2) reads as 
follows: 


(2) Subject to sections 155, 156 and 156.1, where amounts 
have been deducted or withheld under this section from the 
remuneration or other payments received by an individual in 
a taxation year, if the total of the remuneration and other pay- 
ments from which such amounts have been deducted or with- 
held and which the individual had received in the year is 
equal to or greater than */s of the individual’s income for the 
year, the individual shall, on or before the individual’s, bal- 
ance-due day for the year, pay to the Receiver General the 
remainder of the individual's. tax for the year as, estimated. 
under section 151. 


Subsec. (2) formerly read: 


(2) Payment of remainder — Where amounts were de- 
ducted or withheld under this section from the remuneration 
or other payments received by an. individual in a taxation 
year, if the total of the remuneration and other payments from 
which the amounts were deducted or withheld and which the 
individual received in the year is equal to or greater than 3/4 of 
the individual’s income for the year, the individual shall, on 
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or before the individual’s balance-due day. for the year, pay to 
the Receiver General the remainder of the individual’s tax for 
the year as estimated under section 151. 
Subsec. 153(2) substituted by 1994, c. 7, Sch, II (1991, c. 49), sub- 
sec. 126(4), applicable to 1990 et seg. Subsec. 153(2) formerly read: 
(2) Payment of remainder — Where amounts have been de- 
ducted or withheld under this’ séction from the remuneration 
or other payments received by an-individual in a taxation 
year, if the total of the remuneration and other payments from 
which such amounts have been’ deducted or withheld and 
which the individual had received in the year is equal to or 
greater than */4 of the individual’s income for the year, the 
“individual shall, on or before April 30 in the next year, pay to 
the Receiver General the remainder of the individual’s tax for 
the year as estimated under section 151. ' 
Pre-RSC History: Subsec. 153(2) substituted, by 1980-81-82-83, 
c. 140, subsec. 104(3). . 


Forms: T7DR: Remittance form. 


(3) Deemed effect of deduction — When an 
amount has been deducted or withheld under subsec- 
tion (1), it shall, for all the purposes of this Act, be 
deemed to have been received at that time by the 
person to whom the remuneration, benefit, payment, 
fees, commissions or other amounts were paid. 
Related Provisions: 78(1)(b) — Unpaid amounts; 227 — With- 
holding taxes — rules; 227.1 — Liability of directors. 

Selected Cases [subsec. 153(3)]: Fraser v. R., [1997] 3 C.T.C. 
3 (FCA) (Source deductions belonged to employee, not to 
employer). 


(4) Unclaimed dividends, interest and pro- 
ceeds — Where at the end of a taxpayer’s taxation 
year the person beneficially entitled:to an amount re- 
ceived by the taxpayer after 1984 and before the year 
as or in respect of dividends, interest or proceeds of 
disposition of property is unknown to the taxpayer, 
the taxpayer shall.remit to the Receiver General on 
or before the day that is 60 days after the end of the 
year on account of the tax payable under this Act by 
that person an amount equal to 


(a) in the case of’ dividends, 33'/3% of the total 
amount of the dividends, 


(b)‘in the case of interest, 50% of the total 
amount of the interest, and 


(c) in the case of proceeds of disposition of prop- 
erty, 50%. of the total of all, amounts each of 
which is the amount, if any, by which the pro- 
ceeds of disposition of a property exceed the total 
of any outlays and expenses made or incurred by 
the taxpayer for the purpose of disposing of the 
property (to the extent that those outlays and ex- 
penses were not deducted. in computing the tax- 
payer’s income for any taxation year or attributa- 
ble to any other property), 


except that no remittance under this subsection shall 
be required. in respect of an amount that was in- 
cluded in computing the taxpayer’s income for the 
year or a preceding taxation year or in respect of an 
amount on which the tax under this subsection was 
previously remitted. 


Related Provisions: 153(5) — Effect of deduction; 227.1 — Lia- 
bility of directors. 


S. 154(1) 


Pre-RSC History: Subsec. 153(4) substituted by 1987, c. 46, 
subsec. 51(2), applicable with respect to taxation years commencing 
after 1986. Subsec. 153(4) formerly read: 


(4) Dividends received by brokers — Where an amount 
has been received by a broker or dealer in securities in the’ 
period of 12 months immediately preceding a taxation year as 
or in respect of dividends on shares the beneficial ownership 
of which is unknown to him. at the end of the taxation year, 

the broker or dealer shall remit an amount equal to 25% 
thereof to the Receiver General at such time as may be pre- 
scribed on account of the beneficial owner’s tax under this 

_ Part-or Part XIII\for the taxation year in which the dividend 
was received by the broker or dealer. 


“Receiver General”. substituted for “Receiver General of Canada” 
by 1980-81-82-83, c. 48, s. 115. 


Regulations: 108(4) (remittance deadline). 


Interpretation Bulletins: IT-67R3: Taxable dividends from cor- 
porations resident in Canada. 


Information Circulars: 71-9R: Unclaimed dividends. 


(5) Deemed effect of remittance — An amount 
remitted by a taxpayer under subsection (4) in re- 
spect of dividends, interest or proceeds of disposition 
of property shall be deemed 


(a) to have been received by the person’ benefi- 
cially entitled thereto; and 


(b) to have been deducted or withheld from the 
amount otherwise payable by the taxpayer to the 
person entitled thereto. 


Related. Provisions: 227(6), |\(9)— Withholding - taxes; 
227(1.0) — Assessment; 227(13) — Withholding tax; 227.1 — Lia- 
bility of directors. 


Pre-RSC._ History: Subsec. 153(5) substituted: by 1987, c. 46; 
subsec..51(2), applicable with respect to taxation years commencing 
after 1986, Subsec. 153(5) formerly read: , 


(5) Effect of deduction — Where an amount has been remit- ; 
ted to the Receiver General under subsection (4), it shall for 
all purposes of this) Act be deemed, 


(a) to have been received by the beneficial owner of the 
dividends, and 


(b) to have been deducted or withheld from such amount 
as would otherwise be payable by the broker or dealer to 
the beneficial owner in respect of the dividends. 


Definitions [s. 153]: “amount”, “annuity”, “balance-due day”, 
“business”, “death benefit” — 248(1); “deferred profit sharing 
plan” — 147(1),:248(1); “dividend”, “employee” — 248(1); “es- 
tate” — 104(1), 248(1); “income-averaging annuity contract”, “indi- 
vidual”, “Minister”, “person”, “prescribed”, “property” — 248(1); 
“registered education savings plan” — 146.1(1), 248(1); “registered 
retirement income fund” — 146.3(1), 248(1); “registered retirement 
savings plan” — 146(1), 248(1); “retirement compensation arrange- 
ment”, “retiring allowance”, “salary or wages”, “superannuation or 
pension benefit” — 248(1); “supplementary unemployment benefit 
plan” — 145(1),  248(1);~ “tax payable” — 248(2); “taxation 
year” — 249; “taxpayer” — 248(1); “trustee” — 153(1.4). 


Selected Cases [s. 153]: Hrab v. Canada, [1995] 2 C.T.C. 2105 
(TCC) (Failure by employer to deduct taxes at source does not af- 
fect taxpayer’s liability to pay tax on income received). 


154. (1) Agreements providing for tax transfer 
payments — The Minister may, with the approval 
of the Governor in Council, enter into an agreement 
with the government of a province to provide for tax 
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transfer payments and the terms and conditions relat- 
ing to such payments. 


(2) Tax transfer payment — Where, on account 
of the tax for a taxation year payable by an individ- 
ual under this Part, an amount has been deducted or 
withheld under subsection 153(1) on the assumption 
that the individual was resident in a place other than 
the province in which the individual resided on the 
last day of the year, and the individual 


(a) has filed a return of income for the year with 
the Minister, 


(b) is liable to pay tax under this Part for the year, 
and 


(c) is resident on the last day of the year in a 
province with which an agreement described in 
subsection (1) has been entered into, 


the Minister may make a tax transfer payment to the 
government of the province not exceeding an 
amount equal to the product obtained by multiplying 
the amount or the total of the amounts so deducted or 
withheld by a prescribed rate. 


History; Para: 154(2)(a) amended by 1998, c. 19, s. 183, applicable 
to 1996 et seg. Para. 154(2)(a) formerly read: 


(a) has filed a return under this Act, 


Regulations: 3300 (prescribed rate is 45%). 


(3) Payment deemed received by individ- 
ual — Where, pursuant to an agreement entered into 
under subsection (1), an amount has been transferred 
by the Minister to the government of a province with 
respect to an individual, the amount shall, for all pur- 
poses of this Act, be deemed to have been received 
by the individual at the time the amount was 
transferred. iG 


(4) Payment deemed received by Receiver 
General — Where, pursuant to an agreement en- 
tered into under subsection (1), an amount has been 
transferred by the government of a province to the 
Minister with respect to an individual, the amount 
shall, for all purposes of this Act, be deemed to have 
been received by the Receiver General on account of 
the individual’s tax under this Part for the year in re- 
spect of which the amount was transferred. 


Pre-RSC History: “Receiver General” substituted for “Receiver 
General of Canada” by 1980-81-82-83, c. ASes. 15; 


(5) Amount not to include refund — In this sec- 
tion, an amount deducted or withheld does not in- 
clude any refund made in respect of that amount. 
Related Provisions [s. 154]: 228 — Applying payments under 
collection agreements. 

Definitions [s. 154]: “amount” — 154(5), 248(1); “individual”, 
“Minister”, “prescribed” — 248(1); “province” — Interpretation 
Act 35(1); “taxation year” — 249, 


155. (1) [Instalments — ] Farmers and fisher- 
men — Subject to section 156.1, every individual 
whose chief source of income for a taxation year is 
farming or fishing shall, on or before December 31 


Income Tax Act, Part I 


in the year, pay to the Receiver General in respect of 
the year, 7 of 


(a) the amount estimated by the individual to be 
the tax payable under this Part by the individual 
for the year, or 


(b) the individual’s instalment base for the pre- 
ceding taxation year. 


Related Provisions: 31 — Loss from farming where farming not 
chief source of income; 104(23)(e) — Alternative rule for testamen- 
tary trust; 151 — Estimate of tax; 156(1) — Other individuals; 
156.1 — No instalment required; 161(2) — Interest on late or insuf- 
ficient instalments; 161(4) — Limitation on interest — farmers and 
fishermen; 163.1 — Penalty for late or deficient instalments ; 
248(7) — Receipt of things mailed. 


History: Subsec. 155(1) amended by 1994, c. 8, s. 22, applicable to 
1994 et seq. Subsec. (1) formerly read: 


(1) Farmers and fishermen — Subject to section 156.1, 
every individual whose chief source of income is farming or 
fishing, other than an individual to whom subsection 153(2) 
applies, shall pay to the Receiver General in respect of each 
taxation year 


(a) on or before December 31 in the year, 7/3 of 


(i) the amount estimated by the individual, to be the 
tax payable under this Part by the individual for the 
year, or 


(ii) the individual’s instalment base for the immedi- _- 
ately preceding taxation year; and 


(b) on or before the individual’s balance-due day for the 
year, the remainder of the individual’s tax as estimated 
under section 151. 


Subsec. 155(1) substituted by 1994, c. 7, Sch. I (LOOT; é7°499:- 5 
127, applicable to 1990 et seg. Subsec. 155(1) formerly read: 


155. (1) Farmers and fishermen — Subject to section 
156.1, every individual whose chief source of income is farm- 
ing. or fishing, other than an individual to whom subsection 
153(2) applies, shall pay to the Receiver General 


(a) on or before December 31 in each taxation year, 7/3 of 


(i) the amount estimated by the individual to be the 
tax payable under this Part by the individual for the 
year computed without reference to sections 127.2 
and 127.3, or 


(ii) the individual’s instalment base for the immedi- 
ately preceding taxation year; and . 


(b) on or before April 30 in the next year, the remainder 
of the individual’s tax as estimated under section 151. 


Pre-RSC History: 1986, c. 55, s. 60, provides that in its applica- 
tion to the 1986 taxation year, subpara. 155(1)(a)(i) shall be read as 
follows: 


“(i) the amount estimated by the individual to be the tax paya- 
ble under this Part by him for the year computed without ref- 
erence to sections 127.2 and 127.3 and Division E.1, or’. 


Subpara. 155(1)(a)(i) substituted by 1984, c. 45, s. 60, to add “‘com- 
puted without reference to sections 127.2 and‘ 127.3”, applicable 
with respect to amounts deducted under ss. 127.2 and 127.3 in re- 
spect of shares, debt obligations and rights acquired after February 
15, 1984, other than shares, debt obligations or rights acquired 
before March 1, 1984 where arrangements, evidenced in writing, for 
the issue of the shares or debt obligations or granting of the rights 
were substantially advanced before February 16, 1984. 


All that portion of subsec. 155(1) preceding para. (a) substituted by 
1980-81-82-83, c. 140, s. 105. 


“Receiver General” substituted for “Receiver General of Canada” 
by 1980-81-82-83, c. 48, s. 115. 
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Forms: T4F Summ: Summary of remuneration; T4F Supp: State- 
ment of fishing income; T7B: Instalment guide for farmers and fish- 
ermen: T7B-3: Calculation of instalments on minimum tax (farmers 
and fishermen); T2042: Statement of farming income and expenses; 
T2121: Statement of fishing activities. 


(2) Definition of “instalment base” — In this 
section, “instalment base” of an individual for a tax- 
ation year means the amount determined in pre- 
scribed manner to be the individual’s instalment base 
for the year. 


Regulations: 5300 (instalment base). 


Pre-RSC History [s. 155]: S. 155 substituted by 1973-74, c. 14, 
s. 54, applicable to 1972 et seq. 


Definitions. [s._ 155]: “balance-due day” — 248(1); “farming”, 
“fishing”, “individual” — 248(1); “taxable income” — 2(2), 248(1); 
“taxation year” — 249, 


156. (1) [Instalments — ] Other individuals — 
Subject to section 156.1, in respect of each taxation 
year every individual (other than one to whom sec- 
tion 155 applies for the year) shall pay to the Re- 
ceiver General 


(a) on or before March 15, June 15, September 13 
and December 15 in the year, an amount equal to 
Ya of | 


(i) the amount estimated by the individual to 
be the tax payable under this Part by the indi- 
vidual for the year, or 


(ii) the individual’s instalment base for the 
preceding taxation year, or 


(b) on or before 


(i) March 15 and June 15 in the year, an 
amount equal to '/4 of the individual’s instal- 
ment base for the second preceding taxation 
year, and 


(ii) September 15 and December 15 in the 
year, an amount equal to '/2 of the amount, if 
any, by which 


(A) the individual’s instalment base for the 
preceding taxation year 


exceeds 


(B) '/2 of the individual’s instalment base 
for the second preceding ‘taxation year. 


Related Provisions: 104(23)(e) — Alternative rule for testamen- 
tary trust; 156.1(2) — No instalment required; 156.1(4) — Payment 
of balance by April 30; 161(2)—JInterest on instalments, 
161(4.01) — Minimum instalment payments to avoid interest 


charges; 163.1 — Penalty for late or deficient instalments; 


248(7) — Receipt of things mailed. 


History: The opening words of subsec. 156(1) amended by 1994, c. 
8, subsec. 23(1), applicable to amounts that become payable after 
June 1994. They. formerly read: 


(1) Other individuals — Subject to section 156.1, every indi- 
vidual, other than one to whom subsection 153(2) or section 
155 applies, shall pay to the Receiver General in respect of 
each taxation year 


S. 156(1) 


The closing words of subsec. 156(1). after para. (b) repealed by 
1994, c. 8, subsec. 23(2), applicable to 1994 et seg. They formerly 
read: 


and, on or before the individual’s balance-due day for the 
year, the remainder of the individual’s tax estimated under 
section 151. 


Subsec. 156(1) amended by 1994, c. 7, Sch. VIII (1993, c. 24), s. 
92, applicable to 1992 et seg. Subsec. (1) formerly read: 


(1) Other individuals — Subject to section 156.1, every indi- 
vidual, other than one to whom subsection 153(2) or section 
155 applies, shall pay to the Receiver General in respect of 
each taxation year 


(a) on or before March 15, June 15, September 15 and 
December 15 in the year, an amount equal to '/4 of 


(i) the amount estimated by the individual to be the 
tax payable under this Part by the individual for the 
year, or 


(ii) the individual’s instalment base for the preceding 
taxation year; and , 


(b)-on or before the individual’s balance-due day for the 
year, the remainder of the individual’s tax estimated 
under section 151. 


Subsec. 156(1) substituted by 1994, c. 7, Sch. II (1991, c. 49), 
128, applicable to 1990 et seg. Subsec. 156(1) formerly read: 


¥ 


156. (1) Other individuals — Subject to section 156.1, every 
individual, other than one to whom subsection 153(2) or sec- 
tion 155 applies, shall pay to the Receiver General 


(a) on or before March 15, June 15, September 15 and 
December 15 in each taxation year, an amount equal to '/s 
of 


(i) the amount estimated by the individual to be the 
tax payable under this Part by the individual for the 
year computed without reference to sections 127.2 
and 127.3, or 


(ii) the individual’s instalment base for the immedi- 
ately preceding ‘taxation year, and 


(b) on or before April 30 in the next year, the remainder 
of the individual’s tax as estimated under section 151. 


Pre-RSC History: That portion of para. 156(1)(a) preceding sub- 
para. (i) substituted by 1988, c. 55, s. 137, applicable to 1990 er seq. 
That portion formerly read: 


(a) on or before March 31, June 30, September 30 and De- 
cember 31, respectively, in each taxation year, an amount 
equal to '/4 of 


1986; c. 55, s. 61, provides that in its application to the 1986 taxa- 
tion year, subpara. 156(1)(a)(i) shall be read as follows: 


“(j) the amount estimated by the individual to be the tax paya- 
ble under this Part by him for the year computed without ref- 
erence to sections 127.2 and 127.3 and Division E.1, or”. 


Subpara. 156(1)(a)(i) substituted by 1984, c. 45, s. 61, to add “com- 
puted without reference to sections 127.2 and 127.3”, applicable 
with respect to amounts: deducted under ss. 127.2 and 127.3 in re- 
spect of shares, debt obligations and rights acquired after February 
15, 1984, other than shares, debt obligations or rights acquired 
before March 1, 1984 where arrangements, evidenced in writing, for 
the issue of the shares or debt obligations or granting of the rights 
were substantially advanced before February 16, 1984. 


Subsec. 156(1) substituted by 1973-74, c. 14, subsec. 55(1), applica- 
ble to 1972 et seq. 


Selected Cases [subsec. 156(1)]: Canada v. Ritchie (E.S.), 
[1993] 2 C.T.C. 24 (FCA) (Interest due on instalments where addi- 
tional income received after instalment due date). 
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Forms: T7B: Instalment guide for individuals: T7B-2: Calculation 
of instalments on minimum tax; T1033-WS: Worksheet for calcu- 
lating instalment payments. 


(2) Payment by mutual fund trusts — Notwith- 
standing subsection (1), the amount payable by a 
mutual fund trust to the Receiver General on or 
before any day referred to in paragraph (1)(a) in a 
taxation year shall be deemed to be the amount, if 
any, by which . 


(a) the amount so payable otherwise detérmined 
under that subsection, 


exceeds 


(b) 4 of the trust’s capital gains refund (within 
‘the’ meaning assigned by section 132) for the 
year. 


Related Provisions: 156.1 — No instalment required. 


(3) Definition of “instalment base” — In this 
section, “instalment base” of an individual for a tax- 
ation year means the amount determined in pre- 
scribed manner to be the individual’s instalment base 
for the year. | 


Related Provisions: 120(2)— Deemed payment of tax; 
161(2) — Interest: on» instalments; 161(4) — Limitation: of instal- 
ment base. 


Pre-RSC History: Subsec. 156(3) added by 1973-74, c. 14, sub- 
sec. 55(2), applicable to 1972 et seg. 


Regulations: 5300 (instalment base). 


Pre-RSC History [s. 156]: “Receiver.General” substituted for 
“Receiver General of Canada” by 1980-81-82-83, c.-48, s. 115. 


Definitions [s. 156]: “amount”, “balance:due day” — 248(1); “‘in- 
dividual” — 248(1); “instalment base” — 156(3), Reg. 5300(1); 
“mutual fund trust” — 132(6); “share” — 248(1); “taxable in- 
come” — 2(2), 248(1); “taxation year” — 249. 


156.1 (1) [Instalments exemption — ] Defini- 
tions — For the purposes of this section, 


“fnstalment threshold” of an individual for a taxa- 
tion year means . 


(a) in the case of an individual resident in the 
Province of Quebec at the end of the year, 
$1,200, and 


(b) in any other case, $2,000: 
“net tax owing” by an individual for a taxation year 
means 


(a) in the case of an individual resident in the 
Province of Quebec at the end of the year, the 
amount determined by the formula 


A-—-C-D 
and 


(b) in any other case, the amount determined by 
the formula 


A+B-C-E 
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where 


A is the total of the taxes payable under this Part 
and Parts 1.1, 1:2 and X.5 by the individual for the 
year, Ms 


B , is the total of all income taxes payable by the in- 
dividual for the year under any Act of a province 
with which the Minister of Finance has entered 
into an agreement for the collection of income 
taxes payable by individuals to the. province 
under that Act, 


| Gus. the, total of the taxes deducted of auton 


under section 153 and Part 1.2 on behalf of the 
individual for the year, 


D is the amount determined under’ subsection 
120(2) in respect of the individual for the year, 
and 


E is the total of all income taxes deducted or with- 
held on behalf of the individual for the year under 
any Act of a province with which the Minister of 
Finance has entered into an agreement for the 
collection of income taxes payable by individuals 
to the province under that Act. | 

Related Provisions: 156.1(1) — Rules for calculating formula 


elements A and B: 156.1(1.2) — Rules for calculating formula ele- - 
ment D; 257 — Formulas cannot calculate to less than zero. 


History: The description of A in para. (b) of the definition “net tax 
owing” in subsec. 156.1(1) amended by 1998, c. 19, s. 44, applica- 


_ ble to 1998 et seq. The description formerly read: 


A is the total of the taxes payable under this Part and Parts 
[.1 and 1.2 by the individual for the year, 


| The portion of the definition “net tax owing” in subsec. 156.1(1) 


after the description of E repealed by 1997, c. 25, subsec. 48(1), 


_ applicable to amounts that become payable-after 1995. That portion 


formerly read: 


and for the purposes of this, definition, income. taxes payable 
for a taxation year by an individual are determined after de- 
ducting ‘all tax credits to which the individual is entitled for 
the year relating to those taxes (other than tax credits that be- 
come payable to the. individual after the individual’s balance- 
due day for the year and prescribed tax credits) and before 
taking into consideration amounts referred to in subpara- 
graphs 161(7)(a)(ii) to (v). . 


The descriptions of A and C in para, (b) of the definition of “net tax 
owing” in subsec. 156.1(1). amended by 1996, c..21, subsec. 
40.1(1), applicable to 1996 er seq., except that for the 1996 taxation 
year, A shall be read as follows: 


A is the total of 


(i) the: taxes, payable under this Part and Part I.1 by 
the individual for the year, and 


(ii) half the tax payable under Part I.2 by the individ- 
ual for the year, 


The descriptions of A and C formerly read: 


A is the total of the income taxes payable by the individual 
for the year under this Part and Part I.1, 


Cis the total of all income taxés deducted or withheld 
under section 153 on behalf of the individual for the year, 


Forms: T7B: Instalment guide for individuals. 


(1.1) Values of A and B in “net tax owing” — 
For the purposes of determining the values of A and 
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B in the definition “‘net tax owing” in subsection (1), 
income taxes payable by an individual for a taxation 
year are determined 


(a) before taking into consideration the specified 
future tax consequences for the year; and 


(b) after deducting all tax credits to which the in- 
dividual is entitled forthe year relating to those 
taxes (other than tax credits that become payable 
to the individual after the individual’s balance- 
due day for the year, prescribed tax credits and 
the amount deemed to have been paid because of 
the application of subsection 120(2)). 


History: Subsec. 156.1(1.1) added by 1997 c. 25, subsec. 48(2), 
applicable to amounts that become payable after 1995. 


(1.2) Value of D in “net tax owing” — For the 
purpose of determining the value of D in the defini- 
tion “net tax owing” in subsection (1), the amount 
deemed by subsection 120(2) to have been paid on 
account of an individual’s tax under this Part for a 
taxation year is determined before taking into con- 
sideration the specified future tax consequences for 
the year. 


History: Subsec. 156.1(1.2) added by 1997 c.) 25, subsec. 48(2), 
applicable to amounts that become payable after 1995. 


(2) No instalment required — Sections 155 and 
156 do not apply to.an individual for a particular tax- 
ation year where 


(a) the individual’s chief source of income for the 
particular year is farming or fishing and the indi- 
vidual’s net tax owing for the particular year, or 
either of the 2 preceding taxation years, does not 
exceed the individual’s instalment threshold. for 
that year; or 


(b) the individual’s net tax owing for the particu- 
lar year, or for each of the 2 preceding taxation 
years, does not exceed the individual’s instalment 
threshold for that. year. 


Related Provisions: 157(2.1) — Threshold of $1,000 for corpo- 
rations; 161(2) — Interest on late or insufficient instalments. 


Forms: T7B: Instalment guide for individuals. 


(3) Idem — Sections 155 and 156 do not require the 
payment of any amount in respect of an individual 
that would otherwise become due under either of 
those sections on or after the day on which the indi- 
vidual dies. 


(4) Payment of remainder — Every individual 
shall, on or before the individual’s balance-due day 
for each taxation year, pay to the Receiver General 
in respect of the year the amount, if any, by which 
the individual’s tax payable under this Part for the 
year exceeds the total of 


(a) all amounts deducted or withheld under sec- 
tion 153 from remuneration or other payments re- 
ceived by the individual in the year, and 


(b) all other amounts paid to the Receiver Gen- 
eral on or before that day on account of the indi- 
vidual’s tax payable under this Part for the year. 


S. 156.1 


Related Provisions: 104(23)(e) — Alternative rule for testamen- 
tary trust; 161(1) — Interest payable if balance not paid on time. 


History [s. 156.1]: S. 156.1 amended by 1994, c. 8, s. 24, subsecs. 
156.1(1) to (3) applicable to amounts that become payable after 
June 1994 and subsec. 156.1(4) applicable to 1994, et seg. S. 156.1 
formerly read: 


156.1 (1) No instalment required — Where the total of the 
taxes payable (before taking into consideration any amount 
referred to in any of subparagraphs 161(7)(a)(ii) to (v) or 
(viii) that was excluded or deducted, as the case may be) 
under this Part and Part.I.1 by an individual for a particular 
taxation year or for the taxation year preceding that year is 
not more than the total of $1,000 and the amount, if any, de- 
termined in respect of the individual for that year under sub- 
section 120(2), ie 


(a) sections 155 and 156 do not apply to that individual 
for the particular year; and 


(b) the individual shall pay.to the Receiver General, on or 
before the individual’s balance-due day for the particular 
year, the individual’s tax as estimated under section 151 
for the particular year. 


(2) Idem — Paragraphs 155(1)(a) and 156(1)(a) and (b) do 
not require the payment of any amount in respect of an indi- 
vidual that wou]d otherwise become due under any of those 
paragraphs on or after the day on which the individual died. 


Subsec. 156.1(2) amended by 1994, c. 7, Sch. VIII (1993, c. 24), s. 
93, applicable to 1992 et seq. Subsec. (2) formerly read: 


(2) Idem — Paragraphs 155(1)(a) and 156(1)(a) do not re- 
quire the payment of any amount in respect of an individual 
‘that would otherwise become due under either of those 
paragraphs on or after the day on which the individual dies. 


That portion of subsec, 156.1(1) preceding para. (a) amended by 
1994, c. 7, Sch. VI (1992, c. 29), s. 6,, applicable to 1992 et seq. 
That portion formerly read: 


156.1 (1) Where the total of the taxes payable (before taking 

_ into consideration any amount referred to in any of subpara- 
graphs 161(7)(a)(ii) to (v) that was excluded or deducted, as 
the case may be) under this Part and Part I.1 by an individual 
for a particular taxation year or forthe taxation year immedi- 
ately preceding that year is not more than the total of $1,000 
and the amount, if any, determined in respect of the individ- 
ual for the particular year under subsection 120(2), 


S. 156.1 substituted by 1994, c. 7, Sch. II (1991, c. 49), s. 129, ap- 
plicable to 1990 et seq. Subsec. 156.1(1) is applicable, in addition, 
with respect to amounts referred to in para. 161(7)(a) in respect of 
subsequent taxation years referred to in that para. ending after 1989, 
except that, in its application to a taxation year ending before 1990, 
the reference in para. 156.1(1)(b) to “the individual’s balance-due 
day for” shall be read as a reference to “April 30 in the year imme- 
diately following”. S. 156.1 formerly read: 


156.1 No instalment required — Where the total of the 
taxes payable under this Part and Part I.1 by an individual for 
a particular taxation year or for the taxation year immediately 
preceding that year is not more than the total of $1,000 and 
the amount, if any, determined in respect of the individual for 
that year under subsection 120(2), — 


(a) section 155 or 156, asthe case may be, is not applica- 
ble in respect of that individual for the particular taxation 
year, 


(b) the taxpayer shall pay to the Receiver General, on or 
before April 30 in the year immediately following the 
particular taxation year, the taxpayer’s tax as estimated 
under section 151 for the particular taxation year. 


Pre-RSC History [s. 156.1]: That portion of s. 156.1 preceding 


para. (a) amended by 1990, c. 39, s. 39, to substitute “the aggregate 
of the taxes payable under this Part and Part I.1” for “the tax paya- 
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ble under this Part (computed without reference to sections F272 
and 127.3)”, applicable to 1989 et seq. 


That portion of s. 156.1 preceding para. (a) substituted by 1984) c, 
45, s. 62, applicable to 1984 et seq. That portion formerly read: 


156.1 Where the tax payable under this Part by an individual 
for a particular taxation year after 1971 or for the taxation 
year immediately preceding that year is not more than $400, 


“Receiver General” substituted for “Receiver General of Canada” 
by 1980-81-82-83, c. 48, s..115. 


S. 156.1 added by 1973-74, c. 14, s. 56. 


Definitions [s. 156.1]: “amount”, .“balance-due day”, “farming”, 
“fishing”, “individual” — 248(1); “instalment threshold”, “net tax 
owing” — 156.1(1); “province” — Interpretation Act.35(1); “speci- 
fied future tax consequence” — 248(1); “taxpayer” — 248(1); “tax- 
ation year” — 249, 


157. (1) Payment by corporations — Every cor- 
poration shall, in respect of each of its taxation 
years, pay to the Receiver General 


(a) either 


(1) on or before the last day of each month in 
the year, an amount equal to 1/12 of the total 
of the amounts estimated by it to be the taxes 
payable by it under this Part and Parts I,3, VI 
and VI.1 for the year, 


(ii) on or before the last day of each month in 
the year, an amount equal to 1/12 of its first 
instalment base for the year, or 


(iii) on or before the last day of each of the 
first two months in the year, an amount equal 
to 1/12 of its second instalment base for the 
year, and on or before the last day of each of 
the following months in the year, an amount 
equal to 1/10 of the amount remaining after 
deducting the amount computed pursuant to 
this subparagraph in ‘respect of the first two 
months from its first instalment base for the 
year; and 


(b) the remainder of the taxes payable by it under 
this Part and Parts 1.3, VI and V1.1 for the year 


(i) on or before the end of the third month fol- 
lowing the end of the year, where 


(A) an amount was deducted by virtue of 
section 125 in computing the tax payable 
under this Part by. the corporation for the 
year or its immediately preceding taxation 
year, 


(B) the corporation is, throughout the year, 
a Canadian-controlled private corporation, 


(C) a particular calendar year immediately 
preceded the calendar year in which the 
year ends, and 


(D) either 


(I) the corporation is not associated 
with another corporation in the taxation 
year and its taxable income for its im- 
mediately preceding taxation year (de- 
termined before taking into considera- 
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tion the specified future tax 
consequences for that preceding year) 
does not exceed its business limit for 
that preceding year, or 


(II) where the corporation is associated 
with another corporation in the taxation 
year, the total of all amounts each of 
which is the taxable income of the cor- 
poration or such an associated corpora- 
tion for its last taxation year that ended 
in the particular calendar year (deter- 
mined before taking into’ consideration 
the specified future tax consequences 
for that last year) does not exceed the 
total of all amounts each of which is the 
business limit of the corporation or 
such an associated corporation for that 
last year, or | 


(ii) on or before the end of the second month 
following the end of the year, in any other 
~ case. | 


Related Provisions: 87(2)(00), (00.1) — Effect of amalgama- 
tion; 88(1)(e.8), (e.9) — Winding-up; 151 — Estimate of tax; 
IS7(Z), (2: FENG) 32 Special cases; 157(2.1) — Instalments — cor- 
porations; 161(1) — Interest on taxes due; 161(2) — Interest on un- - 
paid tax instalments; 161(2.2)— Interest. on~ instalments; 
161(4.1) — Minimum instalment payments to avoid interest 
charges; 163.1 — Penalty for late or deficient instalments; 221.2 — 
Transfers of instalments to other years’ accounts; 248(1)‘balance- 
due day”(d) — Deadline under s. 157-is the balance-due day of cor- 
poration; 248(7) — Receipt of things mailed; 256 — Associated 
corporations. 


History: Cls. 157(1)(6)()(B)-(D) substituted for cl. (B) by 1997, c. 
25, subsec. 49(1), applicable to amounts that become payable after 
1995, except that, for taxation years that end before 1998, ‘subcl. 
(D)(ID shall be read as follows: 


(II) where the corporation is associated with another corpora- 
tion in the year, 


1. the total of the taxable income of the corporation for 
its immediately preceding taxation year (determined. 
before taking into consideration the specified future tax 
consequences for that preceding year) and the total of the 
taxable incomes of all such associated corporations for 
their taxation years that ended in the particular calendar 
year (determined before taking into consideration the 
specified future tax consequences for those years) 


does not exceed 


2. the total of the business limit of the corporation for its 
immediately preceding taxation year and the total of the 
business limits of all such associated corporations. for 
their taxation years that ended in the particular calendar 
year, or 


Cl. (6)(i)(B) formerly read: 


(B) the corporation is, throughout the year, a Canadian-con- 
trolled private corporation whose taxable income for the im: 
mediately preceding taxation year together with the taxable 
incomes of all corporations with which it was associated in 
the year for their taxation years ending in the calendar year 
immediately preceding the calendar year in which the taxa- 
tion year of the corporation ended does not exceed the total of 
the business limits (as determined under section 125) of the 
Corporation and the associated corporations for those preced- 
ing years, or 
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Subpara. 157(1)(a)(i) amended by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 94(1), applicable to 1992 et seg. Subpara. (a)(i) for- 
merly read: 


(i) on or before the last day of each month in the year, an 
amount equal to '/i2 of the total of the amounts estimated by it 
to be the taxes payable under this Fart and Part VI.1 by it for 
the year, 


That portion of para. 157(1)(b) preceding subpara. (i) amended by 
1994, c. 7, Sch. VIII (1993, c. 24), subsec. 94(2), to add reference to 
Parts I.3 and VI, applicable to 1992 et seq. 


Pre-RSC History: Subpara. 157(1)(a)(i) substituted by 1990, c. 
39, subsec. 40(1), applicable to 1990 et seg. Subpara. (a)(1) formerly 
read: 


(i) on or before the last day of each month in the year, the 
aggregate of an amount equal.to '/i2 of the amount estimated 
by it to be the tax payable under this Part by it for the year 
computed without reference to section 123.1, paragraph 
125.2(1)(a), section 127.2 and 127.3 and an amount equal to 
2 of the amount estimated by it to be the tax payable under 
Part VI.1 by. it for the year, 


Subpara. 157(1)(a)(i) and that portion of para. 157(1)(b) pean 
subpara. (i) substituted by 1988, c. 55, subsecs. 138(1), (2), applica- 
ble to 1988 et seqg., except that in applying subpara. 157(1)(a)(1) to 
the 1988 taxation year it shall be read without reference to the 
words “paragraph 125:2(1)(a)”. Subpara. 157(1)(a)(i) and that por- 
tion of para. (b) formerly read: 


(i) on or before the last day of each month in the year, an 
amount equal to '/12 of the amount estimated. by it to be 
the tax payable under this Part by it for the year com- 

- puted without reference to sections 123.1, 127.2 and 
12:13. 


(b) the remainder of the tax payable by it under this Part for 
the year. 


Subsec. 157(1) substituted by 1986, c. 6, subsec. 87(1), sal rhensts 
with respect to 1985 et seq., except that in its application to the 
1985 taxation year, the. subsec. shall be read as follows: 


157. (1) Every corporation shall, during the 15 month period 
ending 3 months after the close of a taxation year, pay to the 
Receiver General 


(a) either 


(i) on, or. before ths last ae of each of the first 12 
months in that period, an amount.equal to '/i12 of the 
amount estimated by it to be the tax payable under 
this Part by it for the year computed without refer- 
ence to sections 123.1, 127.2 and 127.3, 


(ii) on or before the last day of each of the first 12 
months in that period, an amount equal to '/i2 of its 
first instalment base for the year, or 


(iii) on or before the last day of each of the first 2 
months in that period, an amount equal to ‘/i2 of its 
second instalment base for the year, and on or before 
the last day of each of the next following 10 months 
in that period, an amount equal to '/io of the amount 
remaining after deducting the amount computed pur- 
suant to this subparagraph in respect of the first 2 
months of the period from its first instalment base for 
the year; and 


(b) the remainder of the tax as estimated by it under sec- 
tion 151, 


(i) on or before the end of the third month following 
the end of the year, where 


(A) an amount was deducted by virtue of section 
125 in computing the tax payable under this Part 


S. 157(1) 


by the corporation for the year.or its immedi-,, 
ately preceding taxation year, and 


(B) the corporation is, throughout the year, a Ca- 
nadian-controlled private corporation whose tax- 
able income for the immediately preceding taxa- 
tion year together with the taxable incomes of all 
corporations with which it was ‘associated in the 
year for their taxation years ending in the calen- 
dar year immediately preceding the calendar 
year.in which the taxation year of the corpora- 
tion ended does. not exceed, the, aggregate. of the 
business limits (as determined under section 
125) of the corporation and the associated corpo- 
rations for those preceding years, or 


(ii) on or before the last day of the fourteenth month 
of the period, in any other case: 


Subsec. (1) formerly, read: 


157. (1) Corporations — Every corporation shall, during the 
15 month period ending 3: months after the close of a taxation 
year, pay to the Receiver General) -« 


(a) either 


(i) on or before the last day of each of the first 12 
months in that period, an amount equal to '/i2 of the 
amount estimated by it to be the tax payable under 
this Part by it for the year computed without refer- 
ence to sections 123.3 to 123.5, 127.2 and 127.3, 


(ii) on or before the last day of each of the first 12 
months in. that period, an amount equal to '/i2 of its 
first instalment base for the year, or 


(iii) on or before the Jast.day of each of the first 2 
months in that period, an amount equal to '/12 of its 
second instalment base for the year, and. on or before 
the last day of each of the next following 10 months 
in that period, an amount equal to '/io of the amount 
remaining after deducting the amount computed pur- 
suant to this subparagraph in respect of the first 2 
months of the period from its first instalment base for 
the year; and 


(b) the remainder of the tax as estimated by it under sec- 
tion 151, 


(i) on or before the last day of the period, where the 
corporation is, throughout the year, a Canadian-con- 
trolled private corporation and the aggregate of its 

taxable income for the immediately preceding taxa- 
tion year and the taxable incomes of all corporations 
with which it was associated in the year for their tax- 
ation years ending in the calendar year in which. the 
immediately preceding taxation year of the corpora- 
tion ended does not exceed the aggregate of the busi- 
ness limits (as determined under section 125) of the 
corporation and the associated corporations for those 
years, or 


(ii) on or before the last day of the fourteenth month 
of the period, in any other case. 


All that portion of subsec. 157(1) preceding subpara. (b)(i) substi- 
tuted by 1985, c. 45, subsec. 88(1), applicable to 1986 et seq., but 
subsec. 88(1) of said statute repealed by 1986, c. 6, s. 131, deemed 
in force October 29, 1985. 


Subparas. 157(1)(b)(i) and (1)(b)(ii) substituted by 1985, 'c. 45, sub- 
secs. 88(2), (3), applicable, as to subpara. (1)(b)(i), to 1985 et seq. 
and as to subpara. (1)(b)(ii), to 1986 et seg., but subsecs. 88(2), (3) 
of said statute repealed by 1986, c. 6, s. 131, deemed in force Octo- 
ber 29, 1985. 


Subparas. 157(1)(a)(i) and (a) s substituted by 1984,:c. 45, subsecs. 
63(1), (2). Reference to ss. 127.2 and 127.3 was added to subpara. 
(a)(i), applicable with respect to amounts deducted under ss, 127.2 
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and 127.3 in respect of shares, debt obligations and rights acquired 
after February 15, 1984, other than shares, debt obligations or rights 
acquired before March 1, 1984 where arrangements, evidenced in 
writing, for the issue of the shares or debt obligations or granting of 
the rights were substantially advanced before February 16, 1984. As 
substituted, subpara. (b)(i) is applicable to 1985 et seq. Subpara. 
(b)G) formerly read: 


(i) on or before the last day of the period, where an amount 
was deducted by virtue of section 125 in computing the tax 
payable under this Part by the corporation for the year or for 
its immediately preceding taxation year, or 


Subpara. 157(1)(a)(i) substituted by 1980-81-82-83, c. 140, s. 106, 
applicable to taxation years ending after 1981. Subpara. (a)(i) for- 
merly read: 


(i) on or before the last day of each of the first 12 months in 
that period, an amount equal to 1/12 of the amount estimated 
by it to be the tax payable under this Part by it for the year 
computed without reference to section 123.3, 


All that portion of subsec. 157(1) preceding para. (b) substituted by 
1980-81-82-83, c. 48, subsec. 87(1), applicable, except as to sub- 
para. 157(1)(a)(i), to taxation years commencing after October 28, 
1980, and as to subpara. 157(1)(a)(i), to taxation years ending after 
December 31, 1979. That portion formerly’ read: 


157. (1) Every corporation shall, during the 15 months period 
ending 3 months after the close of each taxation year, pay to 
the Receiver General of Canada, 


(a) either 


(i) on or before the last day of each’ of the first 12 
months in that period, an amount equal to /12 of the 
amount estimated by it to be the tax payable under 
this Part by it for the year computed’ without refer- 
ence to section 123.2, 


(ii) on or before the last day of each of the first 12 
months in that period, an amount equal to /i2 of its 
instalment base for the immediately preceding taxa- 
tion year, or on or before the last day of each of the 
first 2 months in that period, an amount equal to Viz 
of its instalment base for the second taxation year 
preceding the year, and on or before the last day of 
each of the next following 10 months in that period, 
an amount equal to ‘/io of the amount remaining after 
deducting the amount computed pursuant to this sub- 
paragraph in respect of the first 2 months of the pe- 
riod from its instalment base for the immediately 
preceding taxation year; and 


1980-81-82-83, c. 48, subsec. 87(2), provides that in its application 
to the 1980 taxation year, para. (b) shall be read as follows: 


(b) the amount, if any, by which the remainder of the tax as 
estimated by it under section 151 exceeds the amount added 
under section 123,3 to the tax for the year otherwise payable 
under this Part by the corporation 


(i) on or before the last day of the period, where an 
amount was deducted by virtue of section 125 in comput- 
ing the tax payable under this Part by the corporation for 
the year or for its immediately preceding taxation year, or 


(ii) on or before the last. day of the fourteenth month of 
the period, in any other case, 


and the amount added under section 123.3 to the tax for the 
year otherwise payable under this Part by the corporation for 
the year, on or before the later of June 30, 1980 and the day 
referred to in subparagraph (i) or (ii), as the case may be. 


Subpara. 157(1)(b)(i) substituted by 1976-77, c. 4, s. 63, applicable 
to 1976 et seq. Subpara. (b)(i) formerly read: 


(i) on or before the last day of the period, where an amount 
was deducted by virtue of section 125 in computing the tax 
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payable under this Part by the corporation for its immediately 

preceding taxation year, or 
Subpara. 157(1)(a)(i), para. 157(1)(b) substituted by 1974-75-76, c. 
26, subsecs. 104(1), (2), applicable; as ‘to subpara. 157(1)(a)(i), to 
1974, 1975 and 1976 taxation years and for 1977 et seq. to be read 
as it read immediately before’ the coming into force of subsec. 
104(1), and, as to para. 157( 1)(b), to taxation years ending after No- 
vember 18, 1974. Subpara. (a)(i), para. (b) formerly read: 


(i) on or before the last day of the-first 12 months in that 
period, an amount equal to 1/12 of the amount éstimated 
by it to be the tax payable under this Part by. it- forthe <. 
year, 


(b) on or before the last day of the period, the remainder of 
the tax as estimated under section 151. 


Subsec. 157(1) substituted by 1973-74, c. 14, subsec. 57(1), applica- 
ble to 1972 et seq. 


Information Circulars: 81-11R3: Corporate instalments. 
Forms: T7B CORP: Corporation instalment guide. 


(2) Special case — Where in a taxation year a 
corporation Z 


(a) has held out the prospect that it will make al- 
locations in proportion to patronage as described 
in section 135, or. 


(b) is a credit union, 
and for the year or the preceding taxation year 


(c) its taxable income (determined before taking 
into consideration the specified future tax conse- 
quences for the year or that preceding year, as the 
case may be) was not more than $10,000, and 


(d) no tax was payable by it under any of Parts 
1.3, VI and VI.1 (determined before taking into 
consideration the specified future tax conse- 
quences for the year or that preceding year, as the 
case may be), 


it may, instead of paying the instalments required by 
subsection (1), pay to the Receiver Géneral at the 
end of the third month following the end of the year 
the total of the taxes payable by it under this Part and 
Parts 1.3, VI and VI.1 for the year. 


Reiated Provisions: 135 — Patronage dividend deduction: 
13.1 — Estimate, of tax: 161(3) — Special 3% interest charge 
repealed. 


History: The portion of subsec. 157(2) before para. (c) amended by 
1998, c. 19, subsec. 184(1), applicable to taxation years that end 
after February 22, 1994. The portion formerly read: 


(2) Special case — Where a corporation 


(a) has held out the prospect that it will make allocations 
in proportion to patronage to its customers of a taxation 
year as described by section 135, or 


(b) is a credit union, 
and for the year or the immediately preceding taxation year 


Paras. 157(2)(c) and (d) amended by 1997, c. 25, subsec. 49(2), ap- 
plicable to amounts that become payable after 1995. Paras. (c) and 
(d) formerly read; 


(c) its taxable income was not more than $10,000, and 


(d) no tax was payable by it under any of Parts 1.3, VI and 
iVER ) 
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All that portion of subsec. 157(2) following para. (c) amended by 
1994, c. 7, Sch. VII (1993, c. 24), subsec. 94(3), applicable to 1992 
et seq. That portion formerly read: 


(d) no tax was payable by it under Part VI. i. 


it may, instead of paying the instalments required by subsec- 
tion (1), pay to the Receiver General at the end of the third 
month following the end of the year the total of the taxes pay- 
able by it under this Part and Part VI.1 for the year. 


Pre-RSC History: That portion of subsec. 157(2) following para. 
(b) substituted by 1988, c. 55, subsec. 138(3), applicable to 1988 et 
seq. That portion formerly read: 


and its taxable income for the year or the immediately pre- 
ceding taxation year is not more than $10,000, it may, instead 
of paying the instalments required by subsection (1), pay to 
the Receiver General at the end of the third month following 
the end of the year the whole of the tax payable by it under 
this Part for the year. 


All that portion of subsec. 157(2) following para. (b) substituted by 
1985, c. 45, subsec. 88(4), applicable to 1986 et seg. That portion 
formerly read: 


and its taxable income for the year is estimated by it to be not 
more than $10,000, it ‘may, instead of paying the instalments 
required by subsection (1), pay to the Receiver General, at the 
end of the period referred to in subsection (1), the whole of 
the tax as estimated by it under section 151. 


“Receiver General” substituted for “Receiver General of Canada” 
by 1980-81-82-83, c. 48, s. 115. 


Subsec. 157(2) substituted by 1974-75-76, c. 26, subsec. 104(3), ap- 
plicable to 1972 et seq. 


(2.1) Idem — Where 


(a) the total of the taxes payable ada this Part 
and Parts I.3, VI and VI.1.by.a corporation for a 
taxation year (determined before taking into con- 
sideration the specified future tax consequences 
for the year), or 


(b) the corporation’s first instalment base for the 
year 


is not more than $1,000, the corporation may, in- 
stead of paying the instalments required for the year 
by paragraph (1)(a), pay to the Receiver General, 
under paragraph (1)(b), the total of the taxes payable 
by it under this Part and Parts 1.3, VI and VI.1 for 
the year. 


Related Provisions: 156.1(1) — No instalment required. 


History: Para. 157(2.1)(a) amended by 1997, c, 25, subsec. 49(3), 
applicable to amounts that become payable after 1995. Para. (a) for- 
merly read: 


(a) the total of the taxes payable (before taking into consider- 
ation any amount referred to in any of subparagraphs 
161(7)(a)(ii) to (x) that was excluded or deducted, as the case 
may be) under this Part and Parts I.3, VI and VI.1 by a corpo- 
ration for a taxation year, or 


Subsec. 157(2.1) amended by 1994, c..7,,Sch.. VIII (1993, c. 24), 


subsec. 94(4), a aie to 1992 et seg. Subsec. (2.1) formerly . 


read: 
(2.1) Where 
(a) the total of the taxes payable (before taking into con- 
sideration any amount referred to in any of subpara- 
graphs 161(7)(a)(ii) to (viii) that was excluded or de- 
ducted, as the case may be) under this Part and Part VI.1 
by a corporation for a taxation year, or 


(b) the corporation’s first instalment base for the year 


S. 157(3)(c)(ii) 


is not more than $1,000, the corporation may,-instead of pay- 
ing the instalments required by paragraph (1)(a) for the year, 
pay to the Receiver General, pursuant to paragraph (1)(b), the 
total of the taxes payable by it-under this Part and Part VI.1 
for the year. . 


Para. 157(2.1)(a) amended by 1994, c. 7, Sch. VI (1992, ¢. 29),'s. 7, 
to substitute “161(7)(a)(i) to (viii)” for “161(7)(a)(ii) to (vii)’, ap- 
plicable to 1992 et seq. 


Para. TSF: 1)(a) substituted by 1994, c. 7, Sch. II (1991, c. 49), s. 
130, applicable 


(a) to 1990 et seq.; and 


(b) with respect to amounts referred to in para. 161(7)(a), in 
respect of subsequent taxation years referred to in that para. 
ending after 1989. 


Para. (a) formerly read: 


(a) the total of the. taxes payable under this Part, Part I.3 and 
Part VI.1 by a corporation for a taxation year, or 


Pre-RSC History: Para. 157(2.1)(a). substituted by 1990, c. 39, 
subsec. 40(2), applicable to 1990 et seg. Para. (a) formerly read: 


(a) the aggregate of the tax payable under this Part (computed 
without reference to sections 127.2 and 127.3) and the tax 
payable under Part VI.1 by a corporation for a taxation year, 
or 


Subsec. 157(2.1) substituted by 1988, c.. 55, subsec. 138(4), applica- 
ble to 1988 et seq. Subsec. (2.1) formerly read: 


(2.1) Where the tax payable under this Part (computed with- 
out reference to sections 127.2 and 127.3) by a corporation 
‘for a taxation year or‘its first instalment base for the year is 
not more than'$1,000, the corporation may, instead of paying 
the instalments required by paragraph (1)(a) for the year, pay 
to the Receiver General, pursuant to paragraph (1)(b), all of 
its tax as estimated by it under section 151, for the year. 


Subsec. 157(2.1) added by 1984, c..45, subsec. 63(3), applicable to 
1984 et seq. 


Information Circulars: 81-11R3: Corporate instalments. 


(3) Private, mutual fund and non-resident- 
owned investment corporations — Notwith- 
standing subsection (1), the amount payable for a 
taxation year by a corporation to the Receiver Gen- 
eral on or before the last day of any month in the 
year shall be deemed to be the amount, if-any, by 
which 


_(a) the amount so payable as determined under 
that. subsection. for the month 


exceeds 


(b) where the corporation is neither a mutual fund 
corporation nor a non-resident-owned investment 
corporation, '/i2 of the corporation’s dividend re- 
fund (within the meaning assigned by subsection 
129(1)) for the year, 


(c) where the corporation is a mutual fund corpo- 
ration, '/12 of the total of 


(i) the corporation’s capital gains refund 
(within the meaning assigned by section 131) 
for the year, and 


(ii) the amount that, by virtue 08 subsection 
131(5), is the corporation’s dividend refund 
(within the meaning assigned by section 129) 
for the»year, 
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(d) where the corporation is a non-resident- 
owned investment corporation, 1/12 of the corpora- 
tion’s allowable refund (within the meaning as- 
signed by section 133) for the year, and 


(e) 1/12 of the total of the amounts each of which 
is deemed by subsection 125.4(3), 125.5(3), 
127.1(1) or 127.41(3) to have been paid on ac- 
count of the corporation’s tax payable under this 
Part for the year. 

Related Provisions: 131(5) — Dividend refund to mutual fund 


corporation; 136 — Cooperative not private corporation — 
exception. 


History: Para. 157(3)(e) amended by 1998, c. 19, subsec.:184(2), 


applicable to taxation years that end after February 22, 1994 except | 


that, 


(a) for taxation years that ended before 1995, the para. shall be 
read without reference to “125.4(3)”; and 


(b) for taxation years that ended before November 1997, the 
para. shall be read without reference to “125:5(3)”. 


Para. 157(3)(e) formerly read: 


(e) '/2 of the. total of all amounts each of which is an amount 
deemed by subsection 125.4(3) or 127.41(3) to have been 
paid on account of the corporation’s tax payable under this 
Part for the year. : : 


Para. 157(3)(e) amended by 1996, c 21, s. 41, applicable to 1995 et 
seq. Para. (e) formerly read: : . 


(e) '/i2 of the amount deemed by subsection 127.41(3) to have 
been paid on account of the corporation’s tax payable under 
this Part for the year. 


Para. 157(3)(e) added by 1995, ¢: 3, $47, applicable to taxation 
years that end after February 22, 1994. 


Para. 157(3)(b) amended by 1994, ¢.’7, Sch. VIII (1993, c. 24), sub- 
sec. 94(5), applicable to 1993 et seg. Para. (b) formerly read: 


(b) where the corporation is a private ‘corporation, '/i2-of the 
corporation’s dividend refund (within the meaning assigned 
by section 129) for the year, : 


Pre-RSC History: All that portion of subsec. 157(3) preceding 
para. (b) substituted by 1985, c. 45, subsec. 88(5), applicable to 
1986 et seg. That portion formerly read: 


~ (3) Private corporation, mutual fund corporations and 
non-resident-owned investment corporations — Notwith- 
standing subsection (1), the amount payable by a corporation 
to the Receiver General on or before the last day of any of the 
first 12 months in the 15 months period referred to therein 
ending 3 months after the close of a taxation year shall be 
deemed to be the amount, if any, by which 


(a) the amount so payable otherwise determined under 
that subsection, 


“Receiver General” substituted for “Receiver General of Canada” 
by 1980-81-82-83, c. 48, s. 115. 


Interpretation Bulletins: IT-243R4: Dividend refund to private — 


corporations. 


(4) Definitions — In this section, “first instalment 
base” and “second instalment base” of a corporation 
for a taxation year have the meanings prescribed by 
regulation. 

Pre-RSC History: Subsec. 157(4) substituted by 1980-8 1-82-83, 
c. 48, subsec. 87(3), applicable to taxation years commencing after 
October 28, 1980. Subsec. 157(4) formerly read: 


(4) “instalment base” defined — In this section, “instalment 
base” of a corporation for a taxation year means the amount 
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determined in prescribed manner to be its instalment base for 
the year. 
Subsec. 157(4) added by 1973-74, c. 14, subsec. 57(2), applicable to 
1972 et seq. 


Regulations: 5301 (meaning of “first instalment base”, “second 
instalment base’). ; 

Definitions [s. 157]: “amount — 248(1): “associated” — 256; 
“business limit” — 125(2)-(5.1), 248(1): “calendar year” — Inter- 
pretation Act 37(1)(a); “corporation” — 248(1), Interpretation Act 
35(1); “credit union” — 137(6), 248(1); “first’instalment base” — 
157(4), Reg. 5301(1); “mutual fund corporation” — 131(8); “non- 
resident-owned investment corporation” — 133(8), 248(1); “pre- 
scribed” — 248(1); “resident in Canada” — 250; “second. instal- 
ment base” — 157(4), Reg. 5301(2); “share” — 248(1); “specified 
future tax consequence” — 248(1): “tax payable” — 248(2): “taxa- 
ble income” — 2(2), 248(1); “taxation year’ — 249. 


158. Payment of remainder — Where the Minis- 
ter mails a notice of assessment of any amount paya- 
ble by a taxpayer, that part of the amount assessed 
then remaining unpaid is payable forthwith by. the 
taxpayer to the Receiver General. 

Related Provisions: 156.1(4) — Obligation of individual to pay 
balance by balance-due date; 157(1)(b) — Obligation of corporation 
to pay balance; 164(3) — Interest on’ overpayments; 220(4) — Se- 
curity for taxes; 222~225 — Collection of taxes;225:1 =Collec: 
tion restrictions; 248(7)(a) — Mail deemed ‘received on day mailed. 
Pre-RSC History: S. 158 substituted by, 1985, c.45, subsec. 
89(1), applicable with respect to notices of assessment ‘mailed after 
October 29, 1985. S. 158 formerly read: 


158. (1) Payment of remainder — The taxpayer shall, 
~ within 30 days from the day of mailing Of the notice of as- 
sessment, pay to the Receiver General any part of thé ‘as- 
sessed tax, interest and penalties then remaining unpaid, 
whether or not an objection to or appeal from the assessment 
is Outstanding. 
(2). Where, in the opinion. of. the Minister, a taxpayer is at- 
tempting to avoid payment of taxes, the Minister may direct 
that all taxes, penalties and interest be paid forthwith upon 
assessment. 


“Receiver General’? substituted for “Receiver General of Canada” 
by 1980-81-82-83,-c, 48, 8.115, 


Selected Cases [s. 158]: Lambert v> The Queen, [1976] G.T.C. 
611 (FCA) (Subsequent reassessment not affecting validity »of is- 
sued certificate in respect of unpaid balance for. tax). 
Definitions [s.. 158]: “assessment”, Minister”, . “taxpayer”, — 
248(1). ie 

Forms [s.. 158]: T7D: Statement of account; T118A: Reminder of 
past due account. 


159. (1) Person acting for another — For the 
purposes of this Act, where a person is a legal repre- 
sentative of a taxpayer at any time, I vei 


(a) the legal representative is jointly and severally 
liable with the taxpayer pr 


(i) to pay each amount payable under this Act 
by the taxpayer at or before that time and that 
remains unpaid, to the extent that the legal 
representative is at that time in possession or 
control, in the capacity of legal representative, 
of property that belongs or belonged to, or 
that is or was held for the benefit of, the tax- 
payer or the taxpayer’s estate, and 
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(ii) to perform any obligation or duty imposed 
under this Act on the taxpayer at or before 
that time and that remains outstanding, to the 
extent that the obligation or duty can reasona- 
bly be considered to relate to the responsibili- 
ties of the legal representative acting in that 
capacity; and 


(b) any action or proceeding in respect of the tax- 
payer taken under this Act at or after that time by 
the Minister may be so taken in the name of the 
legal representative acting in that capacity and, 
when so taken, has the same effect as if it had 
been taken directly against the taxpayer and, if 
the taxpayer no longer exists, as if the taxpayer 
continued to exist. | 


Related Provisions: 150(3) — Obligation to file taxpayer’s re- 
turn; 248(7)(a) — Mail deemed received on day mailed. 


History: Subsec. 159(1) amended by 1998, c. 19, s. 185, in force 
on June 18, 1998. Subsec. 159(1) formerly read: 


(1) Payment on behalf of others — Where the Minister 
mails to a person required by section 150 to file a return of 
the income of a taxpayer for a taxation year a notice of as- 
sessment of any amount payable for the year by or in respect . 
of the taxpayer, that part of the amount assessed then remain- 
ing unpaid is payable forthwith by the person to the Receiver 
General to the extent that the person has or had, at any time 
after the end of the taxation year, in his or her possession or 
control property belonging to the taxpayer or the taxpayer’s 
estate and on payment thereof the person shall be deemed to 
have made the payment on behalf of the taxpayer. 


Pre-RSC History: Subsec. 159(1) substituted by 1985, c.. 45, 
subsec. 90(1), applicable with respect to notices of assessment 
mailed after October 29, 1985. Subsec. 159(1) formerly read: 


159. (1) Payments on behalf of others — Every person re- 
quired by section 150. to file a return of the income of any 
other person for a taxation year shall, within 30 days from the 
day of mailing of the notice of assessment, pay all taxes, pen- 
alties and interest payable by or in respect of that person to 
the extent that he has or had, at any time since. the taxation 
year, in his possession or control property belonging to that 
person or his estate and shall thereupon be deemed to have 
made that payment on behalf of the taxpayer. 


(2) Certificate before distribution — Every le- 
gal representative (other than a trustee in bank- 
ruptcy) of a taxpayer shall, before distributing to one 
or more persons any property in the possession or 
control of the legal representative acting in that ca- 
pacity, obtain a certificate from the Minister, by ap- 
plying for one in prescribed form, certifying that all 
amounts , 

(a) for which the taxpayer is or can reasonably be 


expected to become liable under this Act at or 
before the time the distribution is made, and 


(b) for the payment of which the legal representa- 


tive is or can reasonably be expected to become 
liable in that capacity 


have been paid or that security for the payment 
thereof has been accepted by the Minister. 

Related Provisions:. 159(3) — Liability where property distrib- 
uted with no certificate; 159(3.1) — Appropriation of property; 
220(4) — Security for taxes; 227.1 — Liability of directors for 
withholding taxes. 


S. 159(3) 


History: Subsec. 159(2) amended by 1998, c. 19, s. 185, in force 
on June 18, 1998. Subsec. 159(2) formerly read: 


(2) Certificate before distribution — Every person (other 
than a trustee in bankruptcy) who is an assignee, liquidator, 
receiver, receiver-manager, administrator, executor or any 
other like person (in this section referred to as the “‘responsi- 
ble representative”) administering, winding up, controlling or 
otherwise dealing with a property, business or estate of an- 
other person shall, before distributing to one or more persons 
‘any property over which the responsible representative has 
control in the capacity of the responsible representative, ob- 
tain a certificate from the Minister, by applying therefor in 
prescribed form, certifying that all amounts 


(a) for which any taxpayer is liable under this Act in re- 
spect of the taxation year in which the distribution is 
made, or any preceding taxation year, and 


(b) for the payment of which the responsible representa- 
tive is or can reasonably be expected to become liable in 
that capacity 
have been paid or that security for the payment thereof has 
been accepted by the Minister: 


That portion of subsec. 159(2) preceding para. (a) substituted by 
1994, c. 7, Sch. If (1991, c. 49), s. 131, applicable to applications 
made after December.17, 1991. That portion formerly read: 


(2) Certificate before distribution — Every person (other 
than. a trustee in bankruptcy) who isan assignee, liquidator, 
receiver, receiver-manager, administrator, executor, or any 
other like person, (in this section referred to as the “responsi- 
ble representative”) administering, winding up, controlling or 
otherwise dealing with a property, business or estate of an- 
other person, before distributing to one or more persons any 
property over which the responsible representative has con- 
trol in that capacity, shall obtain a certificate from the Minis- 
ter certifying that all amounts 


Pre-RSC History: Subsec. 159(2) substituted by 1985, c. 45, 
subsec. 90(1). Subsec. 159(2) formerly read: 


(2) Every assignee, liquidator, administrator, executor and 
other like person, other than a trustee in bankruptcy, before 
distributing any property under his control, shall obtain a cer- 
tificate from the Minister certifying that taxes, interest or pen- 
alties that have been assessed under this Act and are chargea- 
ble against or payable out of the property have been paid or 
that security for the payment thereof has, in accordance with 
subsection 220(4), been accepted by. the Minister. 


Selected Cases [subsec. 159(2)]: Paquet v. MNR, [1992] 1 
C.T.C. 2699 (TCC) (Appellant not responsible representative of tax- 
payer corporation, not personally liable for payment of tax owed by 
latter); Flemming Estate v. MNR, [1983] C.T.C. 321 (FCTD); rev'd 
in part (sub nom.The Queen v. Parsons) [1984] C.T.C. 352 (FCA) 
(No need to seek certificate from Minister when requirements of 
section do not cover directors of corporation). 


Interpretation Bulletins: IT-488R2: Winding-up of 90%-owned 
taxable Canadian corporations; CPP-2: Canada pension plan sta- 
tus of employer where trustee in bankruptcy, receiver or receiver 
and manager is appointed; UI-3: Unemployment Insurance Act — 
status of employer where trustee in bankruptcy, receiver or receiver 
and manager is appointed. 

Information Circulars: 82-6R: Clearance certificate. 


Forms: TX19: Asking for clearance certificate. 


(3) Personal liability — Where a legal representa- 
tive (other than a trustee in bankruptcy) of a taxpayer 
distributes to one or more persons property in the 
possession or control of the legal representative, act- 
ing in that capacity, without obtaining a certificate 
under subsection (2) in respect of the amounts re- 
ferred to in that subsection, the legal representative 
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is personally liable for the payment of those amounts 
to the extent of the value of the property distributed, 
and the Minister may at any time assess the legal 
representative in respect of any amount payable be- 
cause of this subsection, and the provisions of this 
Division apply, with any modifications that the cir- 
cumstances require, to an assessment made under 
this subsection as though it had been made under 
section 152. 


Related Provisions: 159(3.1)— Appropriation of property. 


History: Subsec. 159(3) amended by 1998, c. 19, s. 185, in force 
on June 18, 1998. Subsec. 159(3) formerly read: 


(3) Personal liability — Where a responsible representative 
distributes to one or more persons property over which the 
responsible representative has control in that capacity without 
obtaining a certificate under subsection (2) in respect of the 
amounts referred to in that subsection, the responsible repre- 
sentative is personally liable for the payment of those 
amounts to the extent of the value of the property distributed 
and the Minister may assess the responsible representative 
therefor in the same manner and with the same effect as an 
assessment made under section 152. 


Pre-RSC History: Subsec. 159(3) substituted by 1985, c. 45, 
subsec. 90(1). Subsec. 159(3) formerly read: 


(3) Liability — Distribution of property without a certificate 
required by subsection (2) renders the person required to ob- 
tain the certificate personally liable for the unpaid taxes, in- 
terest and penalties. 


Selected Cases [subsec. 159(3)]: Flemming Estate v. MNR, 
[1983] C.T.C. 321 (FCTD); rev’d in part (sub nom.The Queen v. 
Parsons) [1984] C.T.C. 352 (FCA) (No need to seek certificate 
from Minister when requirements of section do not cover directors 
of corporation). 


Interpretation Bulletins: IT-488R2: Winding-up of 90%-owned 
taxable Canadian corporations. 


(3.1) Appropriation of property — For the pur- 
poses of subsections (2) and (3), an appropriation by 
a legal representative of a taxpayer of property in the 
Possession or control of the legal representative act- 
ing in that capacity is deemed to be a distribution of 
the property to a person. 


History: Subsec. 159(3.1) added by 1998, c. 19, s. 185, in force on 
June 18, 1998. 


(4) Election on emigration — Where an individ- 
ual to whom subsection 128.1(4) applies 


(a) so elects in prescribed manner on or before 
the individual’s balance-due day for the taxation 
year in which the individual ceased to be resident 
in Canada, and 


(b) furnishes to the Minister security acceptable 
to the Minister for payment of any tax under this 
Act the payment of which is deferred by the 
election, 


all or any portion of such part of that tax as is equal 
to the amount, if any, by which that tax exceeds the 
amount that would be that tax if this Act were read 
without reference to subsection 128.1(4) may, sub- 
ject to subsection (4.1), be paid in such number of 
equal annual instalments as is specified in the elec- 
tion by the individual. 


Income Tax Act, Part I 


Related Provisions: 159(4.1) — Instalment requirements; 
159(7) — Form and manner of election, and interest. 


History: Subsec. 159(4) substituted by 1994, c. 21, s. 78, applica- 
ble to changes in residence occurring after 1992. That subsec. for- 
merly read: i 


_ (4) Election where subsec. 48(1) applicable — Where 
subsection 48(1) is applicable in respect of a taxpayer who 
has ceased to be resident in Canada in a taxation year, and the 
taxpayer so elects and furnishes the Minister with security ac- 
ceptable to the Minister for payment of any tax the payment 
of which is deferred by the election, notwithstanding any pro- 
vision of this Part respecting the time within which payment 
shall be made of the tax payable under this Part by the tax- 
payer for the year, all or any portion of such part of that tax as 
is equal to the amount, if any, by which that tax exceeds the 
amount that that tax would be, if this Act were read without 

'” “reference to subsection 48(1), may be paid in such number 
(not exceeding 6) of equal consecutive annual instalments as 
is specified by the taxpayer in the election; the first instalment 
of which shall be paid on or before the day on or before 
which payment of that tax would, but for-the election, have 
been required to be made apd each subsequent instalment of 
which shall be paid on or before the next following anniver- 
sary of that day. 

Pre-RSC History: Subsec. 159(4) substituted by 1984, c. 45, s. 

64, to delete “whether such security is by way of a charge of any 

kind on property of the taxpayer or any other person or by way of 
guarantee from any other person,” formerly after “payment of 
which is deferred by the election”, applicable after February 15, _ 

1984. 

Subsec. 159(4) added by 1973-74, c. 14,5. 58, applicable to 1972 et 

Seq. 

Regulations: 1301 (prescribed manner of making election). 

Interpretation Bulletins: IT-451R: Deemed disposition and ac- 

quisition on ceasing to be or becoming resident in Canada. 

Forms: T2074: Election, under subsection 159(4) of the ITA, to 

defer payment of income tax on the deemed disposition of property. 


(4.1) Idem — Where an individual to whom subsec- 
tion 128.1(4) applies elects under subsection (4), 


(a) the number of equal annual instalments pro- 
vided in the election shall be deemed to be the 
lesser of 6 and such other number as is specified 
in the election by the individual: 


(b) the first instalment shall be paid on or before 
the individual’s balance-due day for the taxation 
year; and 


(c) each subsequent instalment shall be paid on or 
before the next following anniversary of the day 
described in paragraph (b). 
History: Subsec. 159(4.1) added by 1994, .c. 21, s..78, applicable to 
changes in residence occurring after 1992. 


(5) Election where certain provisions applica- 
ble — Where subsection 70(2), (5) or (5.2) of this 
Act or subsection 70(9.4) of the Income -Tax Act, 
chapter 148 of the Revised Statutes of Canada, 1952, 
is applicable in respect of a taxpayer who has died, 
and the taxpayer’s legal representative so elects and 
furnishes the Minister with security acceptable to the 
Minister for payment of any tax the payment of 
which is deferred by the election, notwithstanding 
any provision of this Part or the Income Tax Applica- 
tion Rules respecting the time within which payment 
shall be made of the tax payable under this Part by 
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the taxpayer for the taxation year in which: the: tax- 
payer died, all or any portion of such part of that tax 
as is equal to the amount, if any, by which that tax 
exceeds the amount that that tax would be, if this Act 
were read without reference to subsections 70(2), (5) 
and (5.2) and the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952, were read without 
reference to subsections 70(2), (5), (5.2) and (9.4) of 
that Act, may be paid in such number (not exceeding 
10) of equal consecutive annual instalments as is 
specified by the legal representative in the election, 
the first instalment’ of which shall be paid on or 
before the day on or before which payment of that 
tax would, but for the election, have been required to 
be made and each subsequent instalment of which 
shall be. paid on or before the next following anni- 
versary of that day. 


Related Provisions: 159(6) — Meaning of “tax payable’ under 
this Part”; 159(7) — Form and manner of election, and interest. 


Pre-RSC History: Subsec. 159(5) substituted by 1984, c. 45, s. 
64, to delete “whether such security is by way of a, charge of any 
kind on property that was property of the taxpayer or is property of 
any other person or by way of guarantee from-any other person,” 
formerly after “payment of which is deferred by the election”, applt- 
cable after February 15, 1984. 


Subsec. 159(5) substituted by. 1977-78, c. 32, s. 8, applicable in re- 
spect of deaths occurring after 1977. Subsec. 159(5) formerly read: 


(5) Election where ss. 70(2) or (5) applicable — Where 
subsection 70(2) or (5) 1s applicable in respect of a taxpayer 
who has died, and the taxpayer’s legal representative so elects 
and furnishes to the- Minister security acceptable to the Minis- , 
ter for payment of any tax the payment of which is deferred 
by the election, whether such security is by way of a charge 
of any kind on property that was property of the taxpayer or 
is property of any other person or by way of guarantee from ~ 
any other person, notwithstanding any provision of this Part : 
or the Income Tax Application Rules, 197] respecting the 
time within which payment shall be made of the tax payable 
under this Part by the taxpayer for the taxation year in which 
he died, all or any portion of such part of that tax as is equal 
to the amount, if any, by which that tax exceeds the amount 
that that tax would be, if this Act were read without reference 
to subsections 70(2) and (5), may be paid in such number (not 
exceeding 6) of equal consecutive annual instalments as is 
specified by the legal representative in the election, the first 
instalment of which shall be paid on or before the day on or 
before which payment of that tax would, but for the election, 
have been required to be made and each subsequent instal- 
ment of which shall be paid on or before the next following 
anniversary of that day. 

Subsec. 159(5) added by 1973-74, c. 14, s.58, applicable to 1972 et 

Seq. 

Regulations: 1001 (prescribed manner of making election). 


I.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-125R4: Dispositions of resource 


properties; IT-212R3: Income of deceased persons — rights or — 


things; IT-278R2: Death of a partner or of a retired partner. 


Forms: T2075: Election to defer payment of income tax under sub- 
sec. 159(5) by a deceased taxpayer’s legal representative or trustee. 


(5.1) ldem — Where, in the taxation year in which a 
taxpayer dies, an amount is included in computing 
the taxpayer’s income. by virtue of paragraph 
23(3)(c) of the Income Tax Application Rules, the 


S. 159(7) 


_ provisions of subsection (5) apply, with such modifi- 
cations as the circumstances require, as though the 


amount were an amount included in computing the 
taxpayer’s income for ‘the year by virtue of subsec- 
tion 70(2) or an amount deemed to. have been re- 
ceived by the taxpayer by virtue of subsection 70(5). 
Related Provisions: 70(2) — Deceased taxpayer — amounts te- 
ceivable; 70(5)— Depreciable and other capital property. 
Pre-RSC History: Subsec..159(5.1),added by 1974-75-76, c. 26, s. 
105, applicable to 1972 et seq. 

1.T. Application Rules: 23(3). 

Interpretation Bulletins: [T-212R3: Income of deceased per- 


sons — rights or things; IT-278R2: Death of-a partner or of a retired 
partner. : 


(6) idem — For the purposes of subsection (5), the 
“tax payable under this Part” by a taxpayer for the 
taxation year in which the taxpayer died includes any 
tax payable under this Part by virtue of an election in 
respect of the taxpayer’s death made by the tax- 
payer’s legal representative under subsection 70(2) 
or under the provisions of that subsection as they are 
required to be read by virtue of the Income Tax Ap- 
plication Rules. 


Pre-RSC History: Subsec. 159(6) added by 1973-74, c. 14, s. 58, 
applicable to 1972 et seq. 


(6.1) Election where subsec. 104(4) applica- 
ble — Where a day determined under paragraph 
104(4)(a), (a.1), (b) or (c) in respect of a trust occurs 
in a taxation year of the trust and the trust so elects 
and furnishes to the Minister security acceptable to 
the Minister for payment of any tax the payment of 
which is deferred by the election, notwithstanding 
any other provision of this Part respecting the time 
within which payment shall be made of the tax paya- 
ble under this Part by the trust for the year, all or any 
portion of such part of that tax as is equal to the 
amount, if any, by which that tax exceeds. the 
amount that that tax would be if this Act were read 
without reference to paragraph 104(4)(a), (a.1), (b) 
or (c), as the case may be, may be paid in such num- 
ber (not exceeding 10) of equal consecutive annual 
instalments as is specified by the trust in the election, 
the first instalment of which shall be paid on or 
before the day on or before which payment of that 
tax would, but for the election, have been required to 
be made and each subsequent instalment of which 
shall be paid on or before the. next following anni- 
versary of that day. 

Related Provisions: 104(5.3) — Election to postpone deemed 
disposition; 159(7) — Form and manner of election, and interest. 


History: Subsec. 159(6.1) added by 1994, c. 7, Sch. VIII (1993, c. 
24), s. 95, applicable to 1993 et seq. 


(7) Form and manner of election and inter- 
est — Every election made by a taxpayer under sub- 
section (4) or (6.1) or by the legal representative of a 
taxpayer under subsection (5) shall be made in pre- 
scribed form and on condition that, at the time of 
payment of any amount payment of which is de- 
ferred by the election, the taxpayer shall pay to the 
Receiver General interest on the amount at the pre- 
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scribed rate in effect. at the time the election was: 
made, computed from the day on or before which the 
amount would, but for the election; have. been. re- 
quired to be paid to the day of payment. 


Related Provisions: 221.1 — Application of interest where legis- 
lation retroactive; 248(11) — Interest compounded daily. 


History: Subsec. 159(7) amended by 1994, c.°7; Sch. VII (1993, c. 
24), s. 95, applicable to 1993 et seg. Subsec: (7) formerly read: 


(7) Form and manner of election and interest — Every 
election made by a taxpayer under subsection (4) or by the: 
legal representative of a taxpayer under subsection (5),-as the 
case may be, shall be made. in prescribed form and in pre-. 
scribed manner and on condition that, at the time of payment 
of any amount payment of which is deferred by the election, 
the taxpayer shall pay to the Receiver General interest on the 
amount at the prescribed rate in effect at the time the election 
was made computed from the day on or before which the 
amount would, but for the election, have been required to be 
paid to the day of payment. 


Pre-RSC History: Subsec. 159(7) substituted by 1985, c. 45, 
subsec. 90(2). Subsec. 159(7) formerly read: 


(7) Every election made by a taxpayer under subsection (4) or 
by the legal representative of a taxpayer under subsection (5), 
as the case may be, shall be made by him in prescribed form 
and in prescribed manner, and on condition of payment, at the 
time of payment of any amount the payment of whichis de- 
ferred by the election, of interest on that amount, at the rate 
per annum prescribed for the purposes of this subsection at 
the time of the making of the election, from the day on or 
before which payment of that amount would, but for the elec- ’ 
tion, have been required to be made to the day of payment 
thereof. 


Subsec. 159(7) added by 1973-74; c. 14, s. 58, applicable to. 1972: er 
seq. 1 40h 4 
Selected Cases [subsec. 159(7)]: Agnew (Estate) v. The 
Queen, [1978] C.T.C: 351 (FCA) (Interest rate held: to be rate at 
time of election to. defer tax payment). 

Regulations: 4301(a) (prescribed rate of interest). 

Forms: T2074: Election, under subsection 159(4) of the Income 
Tax Act, to defer payment of income tax on deemed disposition of 
property; T2075: Election to defer payment of income tax under 
subsec. 159(5) by a deceased taxpayer’s legal representative or trus- 
tee; T2223: Election under s. 159(6.1) by trust to defer payment of 
income tax. 


Selected Cases [s. 159]: RMM Canadian Enterprises Inc. v. R., 
go 7S Cae. 2100 TCC) (Agent or instrumentality used to dis- 
tribute deemed dividend liable under section 215 or section 159); 
Westbrook Management Ltd. v. Canada, [LOOGIEN CF.C 9516 
(TCC) (Assessment cannot raise a liability which has become stat- 
ute-barred). 


Definitions [s. 159]: “amount”, “assessment”, “balance-due 
day” — 248(1); “Canada” — 255; “individual”, “legal representa- 


tive”, “Minister”, “person”, “prescribed”, “property” —.248(1); 
“taxation year” — 249; “tax payable under this Part’ — 159(6); 


“taxpayer” — 248(1). 


160. (1) Tax liability re property transferred 
not at arm’s length — Where a person has, on or 
after May 1, 1951, transferred property, either di- 
rectly or indirectly, by means of a trust or by any 
other means whatever, to 


(a) the person’s spouse or a person who has since 
become the person’s spouse, 


(b) a person who was under 18 years of age, or 
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(c) a person with whom the person was not deal- 
ing at arm’s length, 


the following rules apply: 


(d) the transferee and. transferor. are jointly and 
_ severally liable to pay a part of the transferor’s 
_ tax under this Part for each taxation year equal to 
the amount by which the tax. for the year is 
greater than it would have been if it were not for 
the operation of sections 74.to 75.1.of this Act 
and section 74 of the Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952, -in 
respect of any income from, or gain from the dis- 
_ position of, the property so transferred or prop- 
erty substituted therefor, and 


(e) the transferee and transferor are jointly and 
severally liable to pay under this Act an amoun 
‘equal to the lesser of : ; 


(i) the amount, if any, by which the fair mar- 
ket value of the property at the time it was 
transferred exceeds the fair market value at 
that time of the consideration given for. the 
property, and | 


(ii) the total of all amounts each of which is an 
amount that the transferor is liable to pay - 
under this Act in or in respect of the taxation 
“year in which the property was transferred or 
any preceding taxation year, i 


but nothing in this subsection shall be deemed to 
limit the liability of the transferor under any other 
provision of this Act. | 


Related Provisions: 74—75.1 — Attribution of income on non- 
arm’s length transfers; 160(3), (4)— Rules applicable; 248(5) — 
Substituted property; 252(4)(a) — Extended meaning of “spouse”. 


Pre-RSC History: Subpara. 160(1)(e)(ii) amended by 1987, c. 46, 
$s. 52, to substitute “in or in respect of” for “in respect of” and “or 
any” for “or of any”. 


Para. 160(1)(d) amended by. 1986, c. 6, s. 88, to substitute “sections 
74 to 75.1, in respect of any income” for “section 74, 75 of.75:1. as 
the case may be, in respect of income”, applicable after-May 21, 
1985. 


Subsec. 160(1) substituted by 1980-81-82-83, c. 140, s. 107, appli- 
cable with respect to transfers of property occurring after November 
12, 1981. Subsec. (1) formerly read: sor 


160. (1) Tax on income from property transferred 
between husband and wife or to minors — Where a per- 
son has, on or after the Ist day of May, 1951, transferred 
property, either directly or indirectly, by means of a trust or 
by any other means whatever, 


(a) to his spouse or to.a person who has since become his 
spouse, or 


(b) to a person who was under 18 years of age, 
the following rules are applicable: 


(c) the transferee and transferor are jointly and severally 
liable to pay a part of the transferor’s tax under this Part 
for each taxation year equal to the amount by which the 
tax for the year is greater than it would have been if it 
were not for the operation of section 74 of section 75. as: 
the case may be, in respect of income from the property 
so transferred or from property substituted therefor; and 
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(d) the transferee and transferor are jointly and severally 
liable to pay the lesser of 


(i) any amount that the transferor was liable to pay. 
under this Act on the day of the transfer, and 


(11) a part of any amount that the transferor was so 
liable to pay equal to the value of. the property: so 
transferred; 


but nothing in this subsection shall be deemed to limit the 
liability of the transferor under any other provision of this 
Act. . 


Selected Cases [subsec. 160(1)]: Cooke v. R., [1997] 2 C.T.C. 
254 (FCA) (Transfer not made “pursuant” to agreement which con- 
tained no mention of: any transfer of property); Placements R.1.O. 
Inc. v. R., [1997]:2.C.T.C. 2513 (TCC) (What matters is the “trans- 
fer” of property, not the particular means by which it occurs); 
Heavyside v. Canada, [1997] 2 C.T.C. 1 (FCA) (Extinguishment of 
transferor’s tax liability by discharge from bankruptcy does not af- 
fect transferee’s separate and continuing liability); Medland v. Can- 
ada, [1997] 1 C.T.C. 2702 (TCC) (Reduction of mortgage on joint 
tenancy property constituted “‘transfer”); 755579 Canada Inc. v. 
Canada, [1997] 1 C.T:C. 2011 (TCC) (Dividend is “transfer”. of 
property); Gamache v. Canada, [1996] 3, C.T.C. 2597 (TCC) (Tax 
liability was. discharged by bankruptcy; transferee not liable under 
provision); Hamel y. MNR, [1996] 2 C.T.C. 2046 (TCC) (Indirect 
transfer can trigger liability for assessment); Caplan v. MNR, [1995] 
2 C.T.C. 2932D (TCC) (Where tax debtor granted discharge from 
bankruptcy, no longer any tax liability in year of transfer and as- 
sessment issued thereafter was ineffective); Route Canada: Real 
Estate Inc. v. Canada, [1995] 2.C.T.C. 2430 (TCC) (Underlying tax 
liability of transferor is relevant); Cox v. Canada, [1995] 2 C.T.C. 
2094 (TCC) (Transactions void against trustee valid unless chal- 
lenged by trustee; transfer was effective if not attacked); Achtem vy. 
MNR, [1995] 1 C.T.C. 2941 (TCC) (Liability of transferee extends 
to all amounts owing by. transferor at date of transfer); Davis: v. 
Canada, [1994] 2 C.T.C. 2033 (TCC) (Consideration given for 
transfer of property by way of dividend); Delisle v..Canada, {1995} 
1 C.T.C. 2007 (TCC) (Taxpayer never had benefit of money trans- 
ferred to her account and acted as agent only for transferor); Dupuis 
(A.C.) yv. Canada, [1993] 2 C.T.C. 2032 (TCC) (Assessment. under 
provision not subject to limitation periods in subsection 152(4)); 
Algoa Trust v. Canada, [1993] 1-C.T.C. 2294 (TCC) (Cash dividend 
but not stock dividend is transfer of property under provision); Mah 
(F.) v. Canada, [1993] 1 C.T.C. 422 (FCTD) (Transferee not liable 
under provision unless and until he had knowledge of transfer and 
took steps in relation to property); Kostiuk (B.) v. MNR, [1993]. 1 
C.T.C. 31 (FCTD) (Transfer of property effective at time agreement 
executed); Furfaro-Siconolfi v. MNR, [1990] 1 C.T.C. 188 (FCTD); 
appealed to FCA (Dec. 1989), File A- 572-89 (“Transferred” means 
transfer of beneficial ownership, not necessarily possession). 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: [T-258R2: Transfer of property to a 
spouse; IT-260R: Transfer of property to a minor; IT-369R: Attribu- 
tion of trust income to settlor; IT-510: Transfers.and loans of prop- 
erty made after May 22, 1985 to a related minor; [T-511R: Inter- 
spousal and certain other transfers and loans of property. 


|.T. Technical News: No. 4 (section 160 — the Davis case). 


(1.1) Joint liability where s. 69(11) applies — 
Where a particular person or partnership is deemed 
by subsection 69(11) to have disposed of a property 
at any time, the person referred to in that subsection 
to whom a benefit described in that subsection was 
available in respect of a subsequent disposition of 
the property or property substituted for the property 
is jointly and severally liable with each other tax- 
payer to pay a part of the other taxpayer’s liabilities 


S. 160(3) 


under this Act in respect of each taxation year equal 
to the amount determined by the formula 


A= B 


where 


A is the total of amounts payable under this Act by 
the other taxpayer in respect of the year, and 


B is the amount that would, if the particular person 
or partnership were not deemed by subsection 
69(11) to have disposed of the property, be deter- 

. mined for A in respect of the other amg ytd in 
respect of the year, 


but nothing under this subsection is deemed to limit 


| the lability of the other taxpayer under any other 


provision of this Act. 


Related Provisions: 257 — Formula cannot calculate to less than 
zero. 


History: Subsec. 160(1.1) added by 1998, c. 19, subsec. 186(1), 
applicable in respect of dispositions that are deemed by subsec. 
69(11) to occur after April 26, 1995. 


(2) Assessment — The Minister may at any time 
assess a taxpayer in respect of any amount payable 
because of this section and the provisions of this Di- 
vision apply, with any modifications that the circum- 
stances require, in respect of an assessment made 
under this section as though it had been made under 
section 152. 


Related Provisions: 152 — Assessment. 


History: Subsec. 160(2) amended by 1998, c. 19, subsec. 186(2), in 
force on June 18,1998. Subsec. 160(2) formerly read: 


(2) Minister may assess transferee — The Minister may at 
any time assess:a transferee in respect of any amount payable 
by virtue of this section and the provisions of this Division 
are applicable, with such modifications as the circumstances 
require, in respect of an assessment made under this section 
as though it had been made under section 152. 


Selected Cases [subsec. 160(2)]: Phillips (E.) v. Canada, 
[1993] 2 C.T.C. 2110 (TCC) (Assessment under provision cannot 
include amounts in respect of transferor’s provincial tax liability). 


(3) Discharge of liability — Where a particular 
taxpayer has become jointly and severally liable with 
another taxpayer under this section in respect of part 
or all of a liability under this Act of the other 
taxpayer, nee 
(a) a payment by the particular taxpayer on ac- 
count of that taxpayer’s liability shall to the ex- 
tent of the payment discharge. the omgt habit 
but 


(b) a payment by the other taxpayer on account of 
that taxpayer’s liability discharges the particular 
taxpayer’s liability only to the extent that the pay- 
ment operates to reduce that other taxpayer’s lia- 
bility to an amount less than the amount in re- 
spect of which the particular taxpayer is, by this 
section, made jointly and severally liable. 


History: Subsec. 160(3) amended by 1998, c. 19, subsec. 186(2), in 
force on June 18, 1998. Subsec. 160(3) formerly read: 


(3) Rules applicable — Where a transferor and transferee 
have, by virtue of subsection (1), become jointly and ‘sever- 
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. ally liable in respect of part or all of a liability of the trans- 
feror under this Act, the following rules apply: 
(a) a payment by the transferee on account of the trans- 
feree’s liability shall to the extent thereof discharge the 
joint liability; but 
(b).a payment by the transferor on account of the trans- 
feror’s liability only discharges ‘the transferee’s liability 
‘to the extent that the payment operates to reduce. the 
transferor’s liability to an amount less than the amount in 
tespect of which the transferee was, by subsection (1), 
made jointly and severally liable. 


(4) Special rules re transfer of property to 
Spouse — Notwithstanding subsection (1), where 
at any time a taxpayer has transferred property to the 
taxpayer’s spouse pursuant to a decree, order or 
judgment of a competent tribunal or pursuant toa 
written separation agreement and, at that time, the 
taxpayer and the spouse were separated and living 
apart as a result of the breakdown of their marriage, 
the following rules apply: 


(a) in respect of property so transferred: after Feb- 
ruary 15, 1984, 


(i) the spouse.shall not be liable under subsec- 
tion (1) to pay. any amount with respect to any 
income from, or gain from. the disposition of, 
the property so transferred or property substi- 
tuted therefor, and 


(ii) for the purposes of paragraph (1)(e), the 
fair market value of the property at the time it 
was transferred shall be deemed to be nil, and 


(b) in respect of property so transferred before 
February 16, 1984, where the spouse would, but 

- for this paragraph, be liable to pay an amount 
under this Act by virtue of subsection (1), the 
spouse’s liability in respect of that’amount shall 
be deemed to have been discharged on February 
16, 1984, 


but nothing in this subsection shall operate to reduce 
the taxpayer’s liability under any other provision of 
this Act. | Sea 
Related Provisions: 248(5) — Substituted property; 252(4)(a) — 
Extended meaning of “spouse”. 

Pre-RSC History: Subsec. 160(4) added by 1984, c. 45, s. 65, 
applicable after February 15, 1984. 

Selected Cases [subsec. 160(4)]: Cooke v. R., [1997] 2 C.T.C. 
254 (FCA) (Transfer not made “pursuant” to agreement which con- 
tained no mention of any transfer of property). 

Selected Cases [s. 160]: Gosselin v: R., [1997] 2 C.-T.C. 2830 
(TCC) (50-50 shareholding meant factual non-arm’s length); Sinnott 
v, Canada, [1996] 3. C.T.C..2144.(LCC) (No consideration given for 
transfer of funds to pay household expenses); Hewett y. Canada, 
[1996] 1 C’T.C. 2675 (TCC) (Value of property for application of 
provision is value to transferor, not transferee). 

Definitions [s. 160]: “amount”, “assessment”. “individual”? — 
248(1); “marriage” — 252(4)(b): “Minister”, “person”, “prop- 
erty” — 248(1); “separation agreement” — 248(1); “spouse” — 
252(4)(a); “substituted property” — 248(5); “taxation year” — 249: 
“taxpayer” — 248(1); “trust” — 104(1), 248(1),. (3). 


160.1 (1) Where excess refunded — Where at 
any time the Minister determines that an amount has 
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been refunded to a taxpayer for a taxation year in ex- 
cess of the amount to which the taxpayer was enti- 
tled as a refund under this Act, the following rules 


apply: 
(a) the excess shall be deemed to be an amount 


that became payable by the taxpayer on the day 
on which the amount was refunded; and 


(b) the taxpayer shall pay to the Receiver General 

interest at the prescribed rate on the excess (other 

_ than any portion thereof that can reasonably be 

considered to arise as a consequence of the opera- 

tion of section 122.5 or 122.61) from the day it 
became payable to the date of payment. 

Related Provisions: 160.1(3).— Assessment; 221.1 — Applica- 


tion of interest where legislation retroactive: 248(11) — Interest 
compounded daily. 


Regulations: 4301(a) (prescribed rate of interest). 


(1.1) Liability for refunds by reason of section 
122.5 — Where a person is a qualified relation of an 
individual for a taxation year (within the meaning as- 
signed by subsection 122.5(1)), the person and the 
individual are jointly and severally liable to pay any 
excess described in subsection (1) that was refunded 
in respect of the year to, or applied to a liability. of, - 
the individual as a consequence of the operation of 
section 122.5, but nothing in this subsection shall be 
deemed to limit the liability of any person under any 
other provision of this Act. 


| Related Provisions: 160.1(3)— Assessment. 


(2) [Repealed] 


(2.1) Liability for reftunds by reason of section 
122.61 — Where a person was a cohabiting spouse 
(within the meaning assigned by section 122.6) of an 
individual at the end of a taxation year, the person 
and the individual are jointly and severally liable to 
pay any excess described in subsection (1) that was 
refunded in respect of the year to, or applied to a lia 
bility of, the individual as a consequence of the oper- 
ation of section 122.61 if the person was the individ- 
ual’s cohabiting spouse at the time the excess was 
refunded, but nothing in this subsection shall be 
deemed to limit the liability of any person under any 
other provision of this Act. 


Related Provisions: 160.1(3) — Assessment. 


(2.2) Liability for excess refunds under 
section 126.1 to partners — Every taxpayer 
who, on the day on which an amount has been re- 
funded to, or applied to the liability of, a member of 
a-partnership as a consequence, of the operation of 
subsection 126.1(7) or (13) in excess of the-amount 
to which the member was so entitled, is a member of 
that partnership is jointly and severally liable with 
each other taxpayer who on that day is.a member of 
the partnership to pay the excess and to pay interest 
on the excess, but nothing in this subsection shall be 
deemed to limit the liability of any person under any 
other provision of this Act. 
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(3) Assessment — The Minister may at any time | 


assess a taxpayer in respect of any amount payable 


by the taxpayer because of subsection (1) or (1.1) or | 


for which the taxpayer is liable because of subsec- 
tion (2.1) or (2.2), and this Division applies, with 
such modifications as the circumstance require, in 
respect of an assessment made under this section as 
though it were made under section 152. : 


(4) Where amount applied to liability — Where 
an amount is applied to a liability of a taxpayer to 


Her Majesty in right of Canada in excess of the | 


amount to which the taxpayer is entitled as a refund 
under this Act, this section applies as though that 
amount had been refunded to the taxpayer on the day 
on which it was so applied. 


History [s. 160.1]: Subsec. 160.1(2.2) added, subsec. (3) 
amended, by 1994, c. 8, s. 25, applicable to 1993 et seg. Subsec. (3) 
formerly read: 


(3) Assessment — The Minister may at any time assess a 
taxpayer in respect of any amount payable by the taxpayer 
because of subsection (1) or (1.1) or for which the taxpayer is 
. liable because of subsection (2.1), and this Division applies, 
with such modifications as. the circumstances, require, to. an’ 
assessment made under this section as though it had been 
made under section 152. 


Para. 160.1(1)(b) amended by 1994, Ga] ayo Cheek (1992, c. 48), 
subsec, 16(1), to add reference to.s. 122.61, applicable after 1992. 


Subsec. 160:1(2) repealed by 1994, c. 7, Sch. VII-(1992, c. 48), sub- 
sec. 16(2), applicable to’ 1993 et seg. Subsec. (2) formerly read: 


(2) Joint and several liability — Where an individual re- 
sided at the end of a taxation year with a persom who was a 
supporting person (within the meaning assigned by subsec- 
tion 122.2(2)) of an eligible child of the individual for that 
year, the individual and that person are jointly and severally 
liable to pay any excess described in subsection (1) that was 
refunded to the individual in respect of the year as a conse- 
quence of the operation of section 122.2 or 164.1 and interest 
on such excess, but nothing in this subsection. shall be 
deemed to limit the liability of any person under any other 
provision of this Act. 


Subsec. 160.1(2.1) added, and subsec. (3) amended by 1994, c. 7, 
Sch. VII (1992, c. 48), subsec. 16(3), applicable to 1991 et seg. ex- 
cept that in its application to the 1991 and 1992 taxation years sub- 
sec. (3) shall be read as follows: 


(3) The Minister may at any time assess a taxpayer in respect 
of any amount payable by the taxpayer because of subsection 
(1) or (1.1) or for which the taxpayer is lable because of sub- 
section (2) or (2.1), and the provisions of this Division apply, 
with such modifications as the circumstances ‘require, in re- 
spect of an assessment made under this section as, though it, 
had been made under section 152. 


Subsec. 160.1(3) formerly read: 


(3) The Minister may at any time assess a taxpayer in respect 
of any amount payable by the taxpayer by virtue of subsec- 
tion (1) or (1.1) or for which the taxpayer is liable by virtue, 
of subsection (2) of this section or subsection 160.1(2.1) of 
the. Income Tax Act, chapter 148 of the Revised Statutes of 
Canada, 1952, and the provisions of this Division are applica- 
ble, with such modifications as the circumstances require, in 
respect of an assessment made under this section’ as though it 
had been made under section 152. 


Para. 160.1(1)(b) amended by 1994, c. 7, Sch. If (1991, c. 49), sub- 
sec. 132(1), to add ‘(other than any portion thereof that can reasona- 
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bly be considered to arise as:a consequence of the a gcse of sec- 
tion 122.5)”, applicable to 1989 et seq. 


Subsec. 160.1(4) added by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
132(2), applicable to 1990 et seq. 


Pre-RSC History [s. 160.1]: Subsec. 160.1(1.1) substituted by 
1990, c. 45, subsec. 50(1), applicable to 1989 et seg. Subsec. (1.1) 
formerly read: ; 


(1.1) [ldem.] — Where at any time the Minister determines 
that as a consequence. of the operation of section 122.4 an 
amount has been refunded to a taxpayer fora taxation year in 
excess of the amount to which he was entitled as a refund, the 
rules set out in subsection (1) apply. 


Former subsec. 160.1(2.1) repealed by. 1990, c. 45, subsec. 50(2), 
applicable to 1991 et:seg. Subsec. (2.1) formerly read: 


(2.1) Joint liability for refunds by reason of section 
122.4 — Where a person who was the spouse of an individ- 
ual in a taxation year was a qualified relation (within. the 
meaning assigned by subsection 122.4(1)) of the individual 
for the year, the person and the individual are jointly and sev- 

erally liable to pay any excess described in subsection (1) or 
(1.1) that was refunded to the individual in respect of the year 
as a consequence of the operation of section 122.4 and ‘inter- 
est on that excess, but nothing in this subsection shall be 
deemed to limit the liability of any person under any other 
provision of this Act. 


Para. 160.1(1)(b) substituted by 1990, c. 39, s. 41, applicable with 
respect to interest to be calculated in réspect of periods that are after 
September 1989. Para. 160.1(1)(b) formerly read: 


(b) the taxpayer shall pay interest at the rate eae Met for the. 
purposes of subsection 161(1) on the excess from the day it 
became payable to the date of payment. 


That portion of subsec. 160/1(1) preceding para. (a) substituted by 
1988, c. 55, s. 139, applicable with respect to refunds for 1988 et 
seq. That portion formerly read: 


160.1 (1) Where excess refunded — Where at any time the 
Minister determines that as a consequence of the operation of 
subsection 119(2),.120(2), section 122.2, subsection 127.1(1), 
127.2(2), 129(1), 131(2), 132(1), 133(6) or 144(9), section 
164.1 or subsection 192(5) or 194(5) an amount has been re- 
funded to a taxpayer for a taxation year in excess ‘of the 
amount to which he was entitled as a refund, ae y OURS 
rules apply: 


S. 160.1 amended by 1986, c. 55, s. 62 to add subsecs. (1.1) and 
(2.1) and to add “or (1:1)” following “‘subsection (1)” and “or (2.1)” 
following “subsection (2)” in subsec. 160.1(3), applicable to 1986.er 
Se aaeN bi ta 


All that portion of subsec: 160.1(1) preceding para. (a) amended by 
1986, c. 44, subsec, 3(1), to substitute “133(6). or 144(9), section 
164.1-or subsection 192(5)’’ for “133(6),.144(9),.192(5)”, applicable 
to 1986 et seq. 


Subsec. 160.1(2) amended by: 1986,'c..44, subsec. 3(2), to substitute 
“Joint and several liability” for “Individual and supporting person 
jointly and severally liable” as the heading, “who was a supporting 
person (within the meaning, assigned by subsection 122.2(2))” for 
“who was. (within ue meaning assigned by subsection 122.2(2)) a 
supporting person”, and “section 122.2 or 164.1” for “section 
122.2”, applicable to 1986 et seq. 


S. 160.1 substituted by 1984, c. 1, s. 85, applicable with respect to 
amounts refunded after 1983..S. 160.1 formerly read: 


160.1 (1) Where Minister determines — Where at any time 
the Minister determines that by reason of the application of 
section 122.2’ an amount has been refunded to an individual 
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for a taxation year in excess of the amount to which he was 
then thereby entitled, the following rules apply: 
(a) the excess shall be deemed to be an amount payable 
by the individual on the later of 
(i) the day on which he files his return of income for 
the year, and 
(ii) November 30 of the calendar year immediately 


following the year, or the day on which the redeter- 
mination is made, whichever is earlier, and 


(b) the individual shall pay interest at the rate prescribed 
for the purposes of subsection 161(1) on the excess from 
the day it becomes payable to the date of payment. 
(2) Individual and spouse jointly and severally liable — 
Where an individual was married and resided with his spouse 
at the end of December of a taxation year, the individual and 
his spouse are jointly and severally liable to pay the excess 
_ described in subsection (1) in respect of the year and interest 
thereon; but nothing in this subsection shall be deemed to 
limit the liability of the individual under any other provision 
of this Act. 


(3) Assessment — The Minister may at any. time assess an 
individual in respect of any amount payable by him by virtue 
of subsection (1) or for which he is liable by virtue of subsec- 
tion (2) and the provisions of this Division are applicable mu- 
tatis mutandis in respect of an assessment made under this 
section as though it had been made under section 152. 


S. 160.1 added by 1978-79, c. 5, s. 6. 

Definitions [s. 160.1]: “amount”, “assessment” — 248(1); 
“child” — 252(1); “individual”, “Minister” — 248(1); “person”, 
“prescribed” — 248(1); “spouse” — 252(4)(a); “taxation year” — 
249; “taxpayer” — 248(1). 


160.2 (1) Joint and several liability in respect 
of amounts received out of or under RRSP — 
Where 


(a) an amount is received out of or under a regis- 
tered retirement savings plan by a taxpayer other 
than an annuitant (within the meaning assigned 
by subsection 146(1)) under the plan, and 


(b) that amount or part thereof would, but for par- 
agraph (a) of the definition “benefit” in subsec- 
tion 146(1), be received by the taxpayer as a ben- 
efit (within the meaning assigned by that 
definition), 


the taxpayer and the last annuitant under the plan are 
jointly and severally liable to pay a part of the annui- 
tant’s tax under this Part for the year of the annui- 
tant’s death equal to that proportion of the amount 
by which the annuitant’s tax for the year is greater 
than it would have been if it were not for the opera- 
tion of subsection 146(8.8) that the total of all 
amounts each of which is an amount determined 
under paragraph (b) in respect of the taxpayer is of 
the amount included in computing the annuitant’s in- 
come by virtue of that subsection, but nothing in this 
subsection shall be deemed to limit the liability of 
the annuitant under any other provision of this Act. 


(2) Joint and several liability in respect of 
amounts received out of or under RRIF — 
Where 


(a) an amount is received out of or under.a regis- 
tered retirement income fund by a taxpayer other 
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than an annuitant (within the meaning ‘assigned 
by subsection 146.3(1)) under the fund, and 


(b) that amount or part thereof would, but for par- 
agraph 146.3(5)(a), be included in computing the 
taxpayer’s income for the year of receipt pursuant 
to subsection 146.3(5), yi 


the taxpayer and the annuitant are jointly and sever- 
ally liable to pay a part of the annuitant’s tax under 
this Part for the year of the annuitant’s death equal to 
that. proportion of the amount by which the annui- 
tant’s tax for the year is greater than it would, have 
been if it were not for the operation of subsection 
146.3(6) that the amount determined under para- 
graph (b) is of the amount included in computing the 
annuitant’s income by virtue of that subsection, but 
nothing in this subsection shall be deemed to limit 
the liability of the annuitant under any other provi- 
sion of this Act. 


(3) Minister may assess recipient — The Min- 
ister may at any time assess a taxpayer in respect of 
any amount payable by virtue of this section and the 
provisions of this Division are applicable, with such 
modifications as the circumstances require, in re- 
spect of an assessment made under this section as 
though it had been made under section 152. 


(4) Rules applicable — Where a taxpayer and an 
annuitant have, by virtue of subsection (1) or (2), be- 
come jointly and severally liable in respect of part or 
all of a liability of the annuitant under this Act, the 
following rules apply: 


(a) a payment by the taxpayer on account of the 
taxpayer’s liability shall to the extent thereof dis- 
charge the joint liability; but — 


(b) a payment by the annuitant on account of the 
annuitant’s liability only discharges the’ tax- 
payer’s liability to the extent that the payment op- 
erates to reduce the annuitant’s liability to an 
amount less than the amount in respect of which 
the taxpayer was, by subsection (1) or (2), as the 
case may be, made jointly and severally liable. 


Pre-RSC History [s. 160.2]: S. 160.2 added by 1979;c. 5, s. 54; 
applicable in respect of deaths occurring after November 16, 1978. 
Definitions [s. 160.2]: “amount”, “assessment”, ‘“‘Minister’” — 
248(1); “registered retirement income fund” — 146.3(1), 248(1); 
“registered retirement savings plan” — 146(1), 248(1); >“tax- 
payer” — 248(1). 


Interpretation Bulletins [s. 160.2]: IT-500R: RRSPs — death 
of an annuitant. 


160.3 (1) Liability in respect of amounts 
received out of or under RCA trust — Where 
an amount required to be included in the income of a 
taxpayer by virtue of paragraph 56(1)(x) is received 
by a person with whom the taxpayer is not dealing at 
arm’s length, that person is jointly and severally. lia- 
ble with the taxpayer to pay. a part of.the taxpayer’s 
tax under this Part for the taxation year in which the 
amount is received equal to the amount by which the 
taxpayer's tax for the year exceeds the amount that 
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would be the taxpayer’s tax for the year if the 
amount had not been received, but nothing in this 
subsection shall be deemed to limit the liability of 
the taxpayer under any other provision of this Act. 


(2) Minister may assess recipient — The Min- 
ister may at any time assess a person’in respect of 
any amount payable by the person by virtue of this 
section and the provisions of this Division: are-appli- 
cable, with such modifications as the circumstances 
require, in respect of an assessment made under this 
section as though it had been made under section 
152,. 


(3) Rules applicable — Where a taxpayer and an- 
other person have, by virtue of subsection (1), be- 
come jointly and severally liable in respect of part or 
all of a liability of the taxpayer under this Act, the 
following rules apply: 


(a) a payment by the other person on account of 
the other person’s liability shall to the extent 
thereof discharge the joint liability; but 


(b) a payment by the taxpayer on account of the 
taxpayer’s liability only discharges the other per- 
son’s liability to the extent that the payment oper- 
ates to reduce the taxpayer’s, liability to an 
amount less than the amount in respect of which 
the other person was, by subsection (1), made 
jointly and severally liable. 


Related Provisions [s. 160.3]: Part XI.3 — Tax in respect of 
retirement compensation arrangements. 


Pre-RSC History [s. 160.3]: S. 160.3 added by 1987,'c. 46,'s. 53, 
applicable after October 8, 1986. 


Definitions [s. 160.3]: “amount” — 248(1); “arm’s length” — 
251(1); “assessment”, “Minister”, “person” — 248(1); “taxation 
year” —'249; “taxpayer” — 248(1). ; 


160.4 (1) Liability in respect of transfers by 
insolvent corporations — Where property is 
transferred at any time by.a corporation to a taxpayer 
with whom the corporation does not deal at arm’s 
length at that time and the corporation is not entitled 
because of subsection 61.3(3) to deduct an amount 
under section 61.3 in computing its income for a tax- 
ation year because of the transfer or because of the 
transfer and one or more other transactions, the tax- 
payer is jointly and severally liable’ with the corpora- 
tion to pay an amount of the corporation’s tax under 
this Part for the year equal to the amount, if any, by 
which the fair market value of the property at that 
time exceeds the fair market value at that time of the 
consideration given for the property, but nothing in 


this subsection limits the liability of the corporation 


under any other provision of this Act. 


(2) Indirect transfers — Where 


(a) property is transferred at any time from a tax- 
payer (in this subsection referred to as the “trans- 
feror’) to another taxpayer (in this subsection re- 
ferred to: as the “transferee”) with whom the 
transferor does not deal at arm’s length, 


S. 161(1)(b) 


(b) the transferor is liable because of subsection 
(1) or this subsection to pay an amount of the tax 
of another person (in this subsection ‘referred to 
as the “debtor’’) under this Part, and 


(c) it can reasonably be considered that one of the 
reasons of the transfer would, but for this subsec- 

tion, be to prevent the enforcement of. this 
section, 


the transferee is jointly and severally Hable with the 
transferor and the debtor to pay an amount of the 
debtor’s tax under this Part equal to the lesser of the 
amount of such tax.that, the transferor was liable. to 
pay at that time and the amount, if any, by which the 
fair market value of the property at that time exceeds 
the fair market value at that time of the consideration 
given for the property, but nothing in this subsection 
limits the liability of the debtor or the transferor 
under any provision. of this Act. 


(3) Minister may assess recipient — The Min- 
ister may at any time assess a person in respect of 
any amount payable by the person because of this 
section and the provisions of this Division apply, 
with such modifications as the circumstances re- 
quire, in respect of an assessment made under this 
section, as though it had been made under section 
152: 


(4) Rules applicable — Where a corporation and 
another person have, because of subsection, (1) or 
(2), become jointly and severally liable in respect of 
part or all of a Habuity of the corporation under this 
Act 


(a) a payment by the other person on account of 
that person’s liability shall to the extent thereof 
discharge the joint liability; and 
(b) a payment by the corporation on account of 
the corporation’s liability discharges the other 
person’s liability only to the extent that the pay- 
ment operates to reduce the corporation’s liability 
to an amount less than the amount in respect of 
which the other person was, by subsection (1) or 
(2), as the: case may be, made liable. 
History [s. 160.4]: S. 160.4 added by 1995, c. 21, s. 40, applicable 
to transfers that occur after December 20, 1994. 
Definitions [s. 160.4]: “amount” — 248(1); 
251(1); “corporation” —248(1), Interpretation Act 35(1); 
“debtor” — 160.4(2)(b); “Minister”,, “person”, “property” — 
248(1); “taxation year” — 249(1); “taxpayer” — 248(1); “trans- 
feree”, “transferor” — 160.4(2)(a). 


“arm’s length” — 


Interest 


161. (1) General — Where at any time after a tax- 
payer’s balance-due day for a taxation year 


(a) the total of the taxpayer’s taxes payable under 
this Part and Parts I.3, VI and VI.1 for the year 


exceeds 


(b). the total of all amounts each of which is an 
amount paid at or before that time on account of 
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the taxpayer’s tax payable and applied as at that 
time by the Minister against the taxpayer’s liabil- 
ity for an amount payable under this Part or Part 
[.3, VI or VI.1;for the year, i By 


the taxpayer shall pay to the Receiver General inter- 
est at the prescribed rate on the excess, computed for 
the period during which that excess is outstanding. 


Related Provisions: 18(1)(t) — Interest is non-deductible; 
122.7(3) — Interest adjustment for U.S. social security tax. credit 
due to treaty amendment; 150 — Filing of returns; 156.1(4) — Due 
date for payment of balance; 161(5), (6.1), (7) Special rules; 
164(3) — Interest on refunds paid by Revenue Canada: 221.1] — 
Application of interest where legislation retroactive: 2279.3) —~ Ine 
terest on certain withholding taxes not paid; 248(11) — Interest 
compounded daily. 


History: The opening words of stibséc. 161(1) amended by 1997, c. 
25, subsec. 50(1), applicable to 1996 et seq. The opening words for- 
merly read: i 


(1) Where at any time after the day on or before which a tax: 
payer is required to pay the remainder of the taxpayer’s tax 
payable under this Part for a taxation year (or would be so 
required if a remainder of ‘such tax were payable), 


Subsec. 161(1) amended by 1994, c. 7, Sch. VII (1993, c. 24), sub- 
sec. 96(1), applicable to 1992 et seg. Subsec. (1) formerly read: 


161. (1) Where at any time after the day on or.before which a 
taxpayer is required to pay the remainder of the taxpayer’s 
‘tax payable under this Part for a taxation year, 


(a) the amount of the taxpayer’s tax payable for the year 
under this Part iV ry sey ; 


exceeds 


(b) the total of all amounts each of which is an amount 
paid at or before that time on account of the taxpayer’s 
tax payable and applied as at that time by the Minister 
against the taxpayer’s liability for an amount payable 
under this Part for the year, 


the person liable to pay the tax’ shall pay. to the Receiver Gen- 
eral interest at the prescribed rate on the excess computed for 
the period during which that excess is outstanding. 


Clause 117 of 1994, c. 21 provides: “Notwithstanding any other 
provision of the Act [i.e., the Income Tax Act] or of this Act, noth- 
ing in this Act shall affect the amount of any interest payable under 
the Income Tax Act by a‘life insurancé corporation in respect of any 
period, or part of a period, that is before March 15,1993.” 


Pre-RSC History: That portion of subsec. 161(1) preceding para. 
(a) substituted by 1988, c..55, subsec. 140(1), applicable for the pur- 
pose of calculating interest with respect to. tax payable for 1989 er 
seq. That portion of subsec. (1) formerly read: 


161. (1) Where at any time after the day on or before which a 
return of a taxpayer’s income was required under this Part to 
be filed for a taxation year, 


Subsec. 161(1) substituted by 1984, c. 1, subsec. 86(1) (as amended 
by 1985, c. 45, subsec. 147(1)), applicable (by 1985, c. 45, subsec. 
147(2)) for the purpose of calculating interest for any period or por- 
tion of a period that is after April 19, 1983. Subsec. (1) formerly 
read: 


161. (1) Where the amount paid on account of tax payable by 
a taxpayer under this Part for a taxation year before the exp1- 
ration of the time allowed for filing the return of the tax- 
payer’s income is less than the amount of tax payable for the 
year under this Part, the person liable to pay the tax shall, pay 
interest at a prescribed rate per annum on the difference be- 
tween those two amounts from the expiration of the time for 
filing the return of income to the day of payment. 
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Selected Cases [subsec. 161(1)]: Koenig v. R., [1997] 2 Cit; 
3077 (TCC) (Instruction to apply overpayment from earlier year to 
later year meant that taxpayer had paid taxes by due date); Rath y. 
The Queen, [1982] C.T.C. 207 (FCA) (No interest exigible on 
amounts refunded in error). ; 
Regulations: 4301(a) (prescribed rate of interest)... 

I.T. Application Ruies: 62(2) (subsec. 161(1) applies to interest 
payable in respect of any. period after December 23, 1971). 
Information Circulars: 92-2: Guidelines for the cancellation and 
waiver of interest and penalties, 


(2) Interest on instalments — In addition to the 
interest payable under subsection (1), where a tax- 
payer who is required by this Part to pay a part or 
instalment of tax has, failed to-pay allor any: part 
thereof on or before the. day: on or before which the 
tax or instalment, as the case may be, was required to 
be paid, the taxpayer shall pay to the Receiver Gen- 
eral interest at the prescribed rate on the amount that 
the taxpayer failed to pay computed from the day on 
or before which the amount was required to be paid 
to the day of payment, or to the beginning of the pe- 
riod in respect of which the taxpayer is required to 
pay interest thereon under subsection (1); whichever 
is earlier. etSSo: | 

Related Provisions: 18(1)(t) — Interest is non-deductible; 
155-157 — Times for instalments; 161(4) = Limitation — farmers ~ 
and fishermen; 161(4.01) — Limitation — other individuals; 
161(4.1) — Limitation — corporations; 161(5), (6. 1), (7) — Specia! 
rules; 161(8) — Deemed instalments; 161(10) = When. amount 
deemed paid; 163.1 — Penalty for late or deficient instalments; 
211.5(2) — Interest on instalments of Part XTI.3’ tax: 221.) — Ap- 
plication of interest where legislation retroactive: 248(11) — Inter- 
est compounded daily. ; 


History: Subsec. 49(4) of 1996, c. 21, provides that no interest is 
payable under subsec. 161(2) in respect of any amount that: became 
payable before July 1995 because of subsec. 190.1(1.2). 


Pre-RSC History: Subsec. 161(2) substituted by 1985, c. 45; 
subsec. 91(1). Subsec. 161(2) formerly read: 


(2) In addition to the interest payable under subsection (1). 
where a taxpayer, being required by: this Part to pay a‘part or 
instalment of.tax, has failed to pay all or any part thereof as 
required, he-shall, on payment of the amount he failed to pay, 

_ pay interest at the rate per annum prescribed for the purposes 
of ‘subsection (1) from the day on or before which he was 
required to make the payment to the day of payment or the 
beginning of the period in respect of which he becomes liable 
to pay interest thereon under subsection (1), whichever is, 
earlier. 


Selected Cases [subsec. 161(2)}:\ Canada \; Ritchie (E:S:), 
[1993]:2.C.T.C,.24 (FCA), (Interest due on. instalments where addi- 
tional income received after instalment due date); Union Gas-Ltd, y. 
MNR, [1991] 1 C.T.C. 1 (FCA) (Interest on deficiency when instal- 
ments not satisfying current year’s tax liability). 


Regulations: 4301(a) (prescribed rate of interest). 


I.T. Application Rules: 62(2) (subsec. 161(2) applies. to interest 
payable in respect of any period after December 23, 1971. 
Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations. 


Information Circulars: 81-11R3: Corporate instalments; 92-2: 
Guidelines for the cancellation and waiver of interest and penalties. 


(2.1) Exception — Where the total of all amounts 
each of which is an amount of interest payable under 
subsection (2) by a taxpayer, including any interest 
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payable under subsection (2) because of its applica- 
tion under section 36 of the Canada Pension Plan to 
any amount paid or payable under that Act, or under 
any provision of an Act of a province with which the 
Minister of Finance has entered into an agreement 
for the collection of the taxes payable to the province 
under that Act that.is similar to subsection (2) does 
not exceed $25 for a taxation year, the Minister shall 
not assess the interest. 


History: Subsec. 161(2.1) substituted by 1994, c. 7, Sch. IT (1991, 
c. 49), subsec. 133(1). Subsec. 161(2.1) formerly read: 


(2.1), Exception — Where the total of all amounts each of 
which is an amount of interest payable by a taxpayer under 

~. subsection (2) or under any similar provision of an Act of a 
province with which the Minister of Finance has entered into 
an agreement for the collection of the taxes payable to the 
province under that Act does not exceed $25 for a taxation 
year, the Minister shall not assess that interest: 


Pre-RSC History: Subsec. 161(2.1) added by 1984, c. 45, subsec. 
66(1), applicable to 1984 et seq. 


(2.2) Contra interest [offset interest] — Not- 
withstanding subsections (1) and (2), the total 
amount of interest payable by a taxpayer (other than 
a testamentary trust) under those subsections, for the 
period that begins on the first day of the taxation 
year for which a part or instalment of tax is payable 
and ends on the taxpayer’s balance-due day for the 
year, in respect of the taxpayer’s tax or instalments 
of tax payable for the year shall not exceed the 
amount, if any, by which 


(a) the total amount of interest that would be pay- 
able for the period by the taxpayer under subsec- 
tions (1) and (2) in respect of the taxpayer’s tax 
and instalments of tax payable for the year if no 
amount were paid on account of the tax,or 
instalments 


exceeds 


(b) the amount-of interest that would be payable 
under subsection 164(3) to the taxpayer in respect 
of the period on the amount that would be re- 
funded to the taxpayer in respect of the year or 
applied to another liability if 


(i) no tax were payable by the taxpayer for the 
year, 


(ii) no amount had been remitted diddler sec- 
tion 153 to the Recéiver General on account 
of the taxpayer’s tax for the year, 


(iii) the rate of interest prescribed for the pur- 
pose of subsection (1) were prescribed for the 
purpose of subsection 164(3), and 


(iv) the latest of the days described in 
paragraphs 164(3)(a), (b) and (c) were the first 
day of the year. 


History: Subsec. 161(2.2) amended by 1997, c. 25, subsec. 50(2), 
applicable to 1996 et seg. Subsec. (2.2) formerly read: 


(2.2) Interest on instalments [offset interest] — Notwith- 
standing subsections (1) and (2), the total amount of interest 
payable by a taxpayer (other than a testamentary trust) under 
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those subsections for the period commencing on the first day 
of the taxation year for which a part or instalment of tax is 
payable and ending 


(a) where the taxpayer is a corporation, on the day on or 
before which the corporation is, pursuant to paragraph 
157(1)(b), required to pay the remainder of its tax paya- 
ble under this Part for the year or would be so required if 
a remainder of the tax were payable, and 


(b) in the case of an individual, on the individual’s bal- 
ance-due day for the year, 


in respect of the tax or instalments thereof payable for the 
year shall not exceed the amount, if any, by which 


(c) the total amount of interest that would be payable for 
the period by the taxpayer under subsections (1) and (2) 
in respect of the taxpayer’s tax and instalments thereof 
payable for the year if no amount were paid on account 
of the tax or instalments 


exceeds 


(d) the amount of interest that would be payable under 
subsection 164(3) to the taxpayer in respect of the period 
on the amount that would be refunded to the taxpayer in 
respect of the year or applied to another liability if 


(i) no tax were payable by the taxpayer for the year, 


(ii) no amount had been remitted under section 153 
to the Receiver General on account of the taxpayer’s 
tax for the year, 


(iii) the rate of interest prescribed for the purpose of 
subsection (1). were. prescribed, for the purpose of 
subsection 164(3), and 


(iv) the latest of the days described in paragraphs 
164(3)(a), (b) and (c) were the first day of the year. 


Para. 161(2.2)(d) amended by 1996, c. 21, s. 42, applicable to inter- 
est that is calculated in respect of periods after June 1995. Para. (d) 
formerly read: 


(d) the amount of interest that would be payable under sub- 
section 164(3) to the taxpayer in respect of the period on the 
amount that would be refunded to the taxpayer in respect of 
the year or applied to another liability if no tax were payable 
by the taxpayer for the year, no amount had been remitted to 
the Receiver General on account of the taxpayer’s tax for the 
year under section 153 and the latest of the days described in 
paragraphs 164(3)(a), (b).and (c) were the first day of the 
year. 


Para. 161(2.2)(b) substituted by 1994, c. 7, Sch. I (1991, c. 49), 
subsec. 133(2), applicable to 1990 et seg. Para. (b) formerly read: 


(b) in any other case, on April 30 in the taxation year immedi- 
ately following the year, 


Pre-RSC History: Subsec. 161(2.2) added by 1987, c. 46, s. 54, 
applicable with respect to taxation years commencing after 1986. 


Regulations: Reg. 4301(a) (prescribed rate of interest). 


(3) [Repealed] 


History: Subsec. 161(3) repealed by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 133(3), applicable to 1988 et seg. Para. 161(3) formerly 
read; 


(3) Special case — In addition to the interest payable under 
subsection (1), where a corporation that paid tax for a taxa- 
tion year under subsection 157(2) had a taxable income for 
the year of more than $10,000 or had a tax payable for the 
year under Part VI.1, it shall, forthwith after assessment, pay 
to the Receiver General an amount of interest equal to 3% of 
the total of the taxes payable by it under this Part and Part 
VI.1 for the year. 
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Pre-RSC History: Subsec. 161(3) substituted by 1988, c. 55, 

subsec. 140(2), applicable to 1988 et seq. Subsec. 161(3) formerly 

read: 
(3) Special case — In addition to the interest payable under 
subsection (1), where a corporation that paid tax under sub- 
section 157(2) had a taxable income for the taxation year of 
more than $10,000, it shall, forthwith after assessment, pay an 
amount equal to 3% of the tax payable under this Part for the 
taxation year. 


(4) Limitation — farmers and fishermen — For 
the purposes of subsection (2) and section 163°5, 
where an individual is required to pay a part or in- 
stalment of tax for a taxation year computed by ref- 
erence to a method described in subsection 155(1), 


the individual shall be deemed to have been liable to | 


pay on or before the day referred to in subsection 
155(1) a part or instalment computed by reference to 


(a) the amount, if any, by which 


(i) the tax payable under this Part by the indi- 
vidual for the year, determined before taking 
into consideration the specified future tax con- 
sequences for the year, 


exceeds 


(ii) the amount deemed by subsection 120(2) 
to have been paid on account of the individ- 
ual’s tax under this Part for the year, deter- 
mined before taking into consideration the 
specified future tax consequences for the year, 


(b) the individual’s instalment base for the pre- 
ceding taxation year, or 


(c) the amount stated to be the amount of the in- 
stalment payable by the individual for the year in 
the notice, if any, sent to the individual by the 
Minister, 


whichever method gives rise to the least amount re- 
quired to be paid by the individual on or before that 
day. nud 
History: Para. 161(4)(a) amended by 1997, c. 25, subsec. 50(3), 
applicable to 1996 et seq. Para. (a) formerly read: 
(a) the amount, if any, by which the tax payable under this 
Part by the individual for the year exceeds the amount 


deemed by subsection 120(2) to have been paid on account of 
the individual’s tax under this Part for the year, 


See also History for 161(4.01). 


(4.01) Limitation — other individuals — For the 
purposes of subsection (2) and section 163.1, where 
an individual is required to pay a part or instalment 
of tax for a taxation year computed by reference toa 
method described in subsection 156(1), the individ- 
ual shall be deemed to have been liable to pay on or 
before each day referred to in subsection 156(1).a 
part or instalment computed by reference to 


(a) the amount, if any, by which 


(i) the tax payable under this Part by the indi- 
vidual for the year, determined before taking 
into consideration the specified future tax con- 
sequences for the year, 
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exceeds 


(ii) the amount deemed by subsection 120(2) 
to have been paid on account of the individ- 
ual’s tax under this Part for the year, deter- 
mined before taking into consideration the 
specified future tax consequences for the year, 


(b) the individual’s instalment base for the pre- 
ceding taxation year, | 


(c) the amounts determined under paragraph 
156(1)(b) in respect of the individual for the year, 
or | 

(d) the amounts stated to be the amounts of in- 
stalments payable by the individual for the year 
in the notices, if any, sent to the individual by the 
Minister, 


reduced by the amount, if any, determined under par- 
agraph 156(2)(b) in respect of the individual for the 
year, whichever method gives rise to the least total 
amount of such parts or instalments required to be 
paid by the individual by that day. 


History: Para. 161(4.01)(a) amended by 1997, c. 25, subsec. 50(4), 
applicable to 1996 et seg. Para. (a) formerly read: 


(a) the amount, if any, by which the tax payable under this 
Part by the individual for the year exceeds the amount 
deemed by subsection 120(2) to have been paid on account of 
the individual’s tax under this Part for the year, 


The closing words of subsec. 161(4.01) substituted by 1994, c. 21, 
subsec. 79(1), applicable to 1992 et seg. The closing words formerly 
read: © 


reduced by the amount, if any, determined under paragraph 
156(2)(b) in respect of the individual for the year, whichever 
method gives rise to the least amount required to be paid by 
the individual on or before that day. 


Subsecs. 161(4) and (4.01) substituted for subsec. (4) by 1994, c. 7, 
Sch. VIII (1993, c. 24), subsec. 96(2), applicable to 1992 et seg. 
except that in its application with respect to instalments of tax that 
became payable on or before June 10, 1993, the subsec. shall be 
read without reference to the words “and section 163.1”. Subsec. (4) 
formerly read: 


(4) Limitation respecting individuals — For the purposes of 
subsection (2); where an individual is required to pay’ a part 
or instalment of tax for a taxation year computed by reference 
to 


(a) the amount estimated by the individual to be the tax 
payable under this Part by the individual for the year 
computed without reference to sections 127.2 and L273), 
or 


(b) the individual’s instalment base for the immediately 
preceding taxation year, 


the individual shall be deemed. to have been liable to pay a 
part or instalment computed by reference to the lesser of 


(c) the amount, if any, by which the tax payable under 
this Part by the individual for the year computed without 
reference to sections 127.2 and 127.3 exceeds the amount 
deemed by subsection 120(2) to have been paid on ac- 
count of the individual’s tax under this Part for the year, 
and 


(d) the individual’s instalment base for the immediately 
preceding taxation year. 


Pre-RSC History: Para. 161(4)(a) and (c) substituted by 1984, c. 
45, subsecs. 66(2), (3), to add “computed without reference to sec- 
tions 127.2 and 127.3”, applicable with respect to amounts deducted 
under ss. 127.2 and 127.3 in respect of shares, debt obligations and 
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rights acquired after February 15, 1984, other than shares, debt obli- 
gations or rights, acquired, before March 1, 1984 where arrange- 
ments, evidenced in writing,. for the issue of the shares or debt obli- 
gations or granting of the rights were substantially advanced before 
February 16, 1984. 

Para. 161(4)(c) substituted by 1980-81-82-83, C. 48, subsec, 88(1), 
applicable to 1980 et seg. Para. 161(4)(c) formerly read: 

(c) the tax payable under this Part by him for the year, and 

Subsec. 161(4) substituted by 1973-74, c. 14, subsec. 59(1), applica- 
ble to 1972 et seq. 


(4.1) Limitation — corporations - — For the. pur- 
poses of subsection (2) and section 163.1, where a 
corporation is required to pay a part or instalment of 
tax for a taxation year computed by reference to a 
method described in subsection 157(1), the corpora- 
tion shall be deemed to have been liable to pay on or 
before each day referred to in subparagraphs 
157(1)(a)Q@) to (iii) a part or instalment computed by 
reference to 


(a) the total of the taxes payable under this Part 
and Parts 1.3, VI ‘and VI.1 by the corporation for 
the year, determined before taking into considera- 
tion the specified future tax consequences for the 
year, 


(b) its first instalment base for the year, or 


(c) its second instalment base and its first instal- 
ment base for the year, 


reduced by the amount, if any, determined under any 
of paragraphs 157(3)(b) to (d) in respect. of the cor- 
poration for the year, whichever method gives rise to 
the least total amount of such parts or instalments of 
tax for the year. 


History: Para. 161(4.1)(a) amended by 1997, c. 25, subsec. 50(5), 
applicable to 1996 et seg. Para. (a) formerly read: 


(a) the total of the taxes payable under this Part and Parts 1.3, 
VI and VI.1 by ‘the corporation for the year, 


The closing words of subsec. 161(4.1) substituted by 1994, c. 21, 
subsec. 79(2), applicable to 1992 et seg. The closing words formerly 
read: 
reduced. by. the. amount, if any, determined under any of 
paragraphs 157(3)(b) to (d) in respect of the corporation for 
the year, whichever method gives rise to the least amount re- 
quired to be paid by the corporation on or before that day. 


lause 117 of 1994, c. 21 provides: “Notwithstanding any other 
provision of the Act [i.e., the Income Tax Act] or of this Act, noth- 
ing in this Act shall affect the amount of any interest payable under 
the Income Tax Act by a life insurance corporation in respect of any 
period, or part of a period, that is before March 15, 1993.” 


Subsec. 161(4.1) amended by 1994, c, 7, Sch. VIII (1993, c. 24), 
subsec. 96(2), applicable to 1992 et seg. except that .1n its applica- 
tion with respect to instalments of tax that became payable on or 
before June 10, 1993, the subsec. shall be read without reference to 
the words “‘and section 163.1”. Subsec. (4.1) formerly read: 


(4.1) Limitation respecting corporations — For the pur- 
poses of subsection (2),-where a corporation is required to 
pay a part or instalment of tax for a taxation year computed 
by reference to a method described in subsection 157(1), the 
corporation shall be deemed to have been liable to pay a part 
or instalment computed by reference to 


(a) the total of the taxes payable under this Part and Part 
VI.1 by it forthe year, 


(b) its first instalment base for the year, or 
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(c) its second instalment base si its first instalment base 
for the year, 


whichever method gives rise to the least amount required to 
be paid by the corporation on or before the days referred to in 
subparagraphs 157(1)(a)(i) to (iii). 


Pre-RSC History: Para. 161(4.1)(a) substituted by 1990, c. 39, 
subsec. 42(1), applicable to 1990 et seq. Para. (a) formerly. read: 


(a) the aggregate of 


(i) the tax payable under this Part by it for the year com-. 
puted without reference to section 123.1, paragraph 
125.2(1)(a) and ‘sections 127.2 and 127.3, cna 


(ii) the tax payable under Part V1.1 by it for the year, 


* Para. 161(4.1)(a) substituted by 1988, c. 55,-subsec. 140(3), applica- 
ble to 1988 et seq., except that if 


(a) for the purposes of computing interest on instalments paya- 
ble for a corporation’s 1988 taxation year that commenced in 
1987, 


(1) the tax for the year Shiba ue Past VI. of the said; 
Act, by the. corporation shall, for the purpose of para. 
161(4.1)(a) be deemed to be nil, and 


(ii) the tax for the year payable under Part I of the said Act 
by the corporation shall, for the purpose of para. 
161(4.1)(a) be determined as if the Act were read without 
reference to para. 110(1)(k) thereof; and ~ 


(b) in applying subpara. 161(4.1)(a)() to the 1988 taxation year 
it shall be read without reference to the words “paragraph 
125.2(1)(a) and”. 


Para. (a) formerly read: 


(a) the tax payable under this Part by it for the year computed 
without reference to sections 123.1, 127.2 and 127.3, 


Para. 161(4.1)(a) substituted by 1986, c. 6, subsec. 89(1), to add 
reference to section 123.1, applicable to 1985 et seq. 


Para. 161(4.1)(a) amended by 1985, c. 45, subsec. 91(2), to delete 
reference to s. 123.3. 


Para. 161(4.1)(a) substituted by 1984, c. 45, subsec. 66(4), to add 
reference to ss. 127.2 and 127.3, applicable with respect to amounts 
deducted under ss. 127.2 and 127.3 in respect of shares, debt obliga- 
tions and rights acquired after February 15, 1984, other than shares, 
debt obligations or rights acquired before March 1, 1984 where ar- 
rangements, evidenced in writing, for the issue of the shares or debt 
obligations or granting of the rights were substantially advanced 
before February 16, 1984. 


Subsec. 161(4.1) substituted by 1980-81-82-83, c. 48, subsec. 88(2), 
applicable as to 161(4.1), other than para. (a), to taxation years com- 
mencing after October 28, 1980, and as to para. 161(4.1)(a), to taxa- 
tion years ending after December 31, 1979. Subsec. (4.1) formerly 
read: 


(4.1) For the purposes of subsection (2), where a corporation 
is required to pay a part or instalment of tax for a taxation 
year computed by reference to a method described in subsec- 
tion 157(1), the corporation shall be deemed to have been lia- 
ble to pay a part or instalment computed by reference to 


(a) the tax payable under this Part by it for the year com- 
puted without reference to section 123.2, 


(b) its instalment base for the immediately preceding tax- 
ation year, or 

(c) its instalment base for the second taxation year pre- 
ceding the year and its instalment base for the immedi- 
ately preceding taxation year, 


whichever method gives rise to the least amount required to 
be paid by the corporation on or before the days referred to in 
subparagraphs 157(1)(a)(i) to (iii). 
Para. 161(4.1)(a) substituted by 1974-75-76, c. 26, subsec. 106(1), 
applicable to 1974 et seg. except that for the 1977 and subsequent 
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taxation years paragraph 161(4.1)(a) shall be read as it read immedi- 
ately before the coming into force of subsec. 106(1). Para (a) for- 
merly read: 


(a) the tax payable under this Part by it for the year, 


Subsec. 161(4.1) added by 1973-74, c. 14, subsec. 59(2), applicable 
to 1972 et seg. ; 


Regulations: 5301(7), (9) (instalment obligations of parent after 
windup of subsidiary). 


(5) Participation certificates — Notwithstanding 
any other provision in this section, no interest is pay- 
able in respect of the amount by which the tax paya- 
ble by a person is increased by a payment made by 
The Canadian Wheat Board on a participation certif- 
icate previously issued to the person until 30 days 
after the payment is made. 


(6) Income of resident from a foreign country 
in blocked currency — Where the income of a 
taxpayer for a taxation year, or part thereof, is from 
sources in another country and the taxpayer by rea- 
son of monetary or exchange restrictions imposed by 
the law of that country is unable to transfer it to Can- 
ada, the Minister may, if the Minister is satisfied that 
payment as required by this Part of the whole of the 
additional tax under this Part for the year reasonably 
attributable to income from sources in that country 
would impose extreme hardship on the taxpayer, 
postpone the time for payment of the whole or a part 
of that additional tax for a period to be determined 
by the Minister, but no such postponement may be 
granted if any of the income for the year from 
sources in that country has been 


(a) transferred to Canada, 


(b) used by the taxpayer for any purpose 
whatever, other than payment of income tax to 
the government of that other country on income 
from sources in that country, or 


(c) disposed of by the taxpayer, 
and no interest is payable under this section in re- 
spect of that additional tax, or part thereof, during 
the period of postponement. 


Interpretation Bulletins: IT-351: Income from a foreign 
source — blocked currency. 


(6.1) Adjustment of foreign tax payable — 
Notwithstanding any other provision in this section, 
where the tax payable under this Part by a taxpayer 
for a taxation year is increased by virtue of an adjust- 
ment of an income or profits tax payable by the tax- 
payer to the government of a country other than Can- 
ada or to the government of a state, province or other 
political subdivision of any such country, no interest 
is payable, in respect of the increase in the tax- 
payer's tax payable, for the period ending 90 days 
after the day on which the taxpayer is first notified of 
the amount of the adjustment. 


Pre-RSC History: Subsec. 161(6.1) added by 1980-81-82-83, c. 
140, s. 108, applicable with respect to notifications made after 1980. 


(6.2) Flow-through share renunciations — 
Where the tax payable under this Part by a taxpayer 
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for a taxation year is more than it otherwise would 
be because of a consequence for the year described 
in paragraph (b) of the definition “specified future 
tax consequence” in subsection 248(1) in respect of 
an amount purported to be renounced in a calendar 
year, for the purposes of the provisions of this Act 
(other than this subsection) relating to interest paya- 
ble under this Act, an amount equal to the additional 
tax payable is deemed 


(a) to have been paid on the taxpayer’s balance- 
due day for the taxation year on account of the 
taxpayer’s tax payable under this’ Part for the 
year; and . 


(b) to have been refunded on April 30 of the fol- 
lowing calendar year to the taxpayer on account 
of the taxpayer’s tax payable under this Part for 
the taxation year. 


History: Subsec. 161(6.2) added by 1997, c. 25, subsec. 50(6), ap- 
plicable to 1996 et seq. 


(7) Effect of carryback of loss, etc. — For the 
purpose of computing interest under subsection (1) 
or (2) on tax or a part of an instalment of tax for a 
taxation year, and for the purpose of section 163.1, 


(a) the tax payable under this Part and Parts I.3, 
VI and VI.1 by the taxpayer for the year is ~ 
deemed to be the amount that it would be if the 
consequences of the deduction or exclusion of the 
following amounts were not taken into 
consideration: 


(i) [Repealed under former Act] 


(ii) any amount deducted under section 41 in 
respect of the taxpayer’s listed-personal-prop- 
erty loss for a subsequent taxation year, 


(iii) any amount excluded from the taxpayer’s 
income for the year by virtue of section 49 in 
respect of the exercise of an option in a subse- 
quent taxation year, 


(iv) any amount deducted under section 118.1 
in respect of a gift made in a subsequent taxa- 
tion year or under section 111 in respect of a 
loss for a subsequent taxation year, 


(iv.1) any amount deducted under subsection 
126(2) in respect of an unused foreign tax 
credit (within the meaning assigned by sub- 
section 126(7)) for a subsequent taxation year, 


(iv.2) any amount deducted in computing the 
taxpayer’s income for the year by virtue of an 
election in a subsequent taxation year under 
paragraph 164(6)(c) or (d). by the taxpayer’s 
legal representative, 

(v) any amount deducted under subsection 
127(5) in respect of property acquired or an 
expenditure made in a subsequent taxation 
year, 


(vi) any amount deducted under section 125.2 
in respect of an unused Part VI tax credit 
(within the meaning assigned by subsection 
125.2(3)) for a subsequent taxation year, 
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(vi.l) [Repealed under former Act] 


(vii) any amount deducted under section 125.3 
in respect of an unused. Part 1.3 tax credit 
(within ‘the meaning assigned by subsection 
125.3(3)) for a subsequent taxation year, 


(vill) any amount deducted, in respect of a re- 
payment under subsection 68.4(7) of the Ex- 
cise Tax Act made in a subsequent taxation 
year, in computing the amount determined 
under subparagraph 12(1)(x.1)(ii), . 


(vili.1) any amount deducted under subsection 
147.2(4) in computing the taxpayer’s income 
for the year because of the application of sub- 
section 147.2(6) as a result of the taxpayer’s 
death in the subsequent taxation year, 


(ix) any amount deducted under subsection 
181.1(4) in respect of any unused surtax credit 
(within the meaning assigned. by subsection 
181.1(6)) of the taxpayer for a subsequent, tax- 
-ation year, and ° 


(x) any amount deducted under subsection 
190.1(3) in respect of any unused Part I tax 
credit (within the meaning assigned by sub- 
section 190.1(5)) of the taxpayer for a subse- 
quent taxation year; and 


(b) the amount by which the tax pidmable under 
this Part and Parts 1.3, VI and; VI.1 by. the tax- 
payer for the year is reduced as a consequence. of 
the deduction or exclusion of amounts. described 
in paragraph (a) is deemed to have been paid on 
account of the taxpayer’s tax payable under this 
Part for the year on the day that is the latest of 


(i) the first day immediately following that 
subsequent taxation year, 


(11) the day on which the taxpayer’s or the tax- 
payer’s legal representative’s return of income 
for that subsequent taxation year was filed, 


(ii) where an amended. return of the tax- 
payer’s income for the year or a prescribed 
form amending the taxpayer’s return of in- 
come for the year was filed in accordance 
with subsection 49(4) or 152(6) or paragraph 
164(6)(e), the day on which the amended re- 
turn or prescribed form was filed, and 


(iv) where, as a consequence of a request in 
writing, the Minister reassessed the taxpayer’s 
tax for the year to take into account the deduc- 
tion or exclusion, the day on which the re- 
quest was made. 
Related Provisions: 162(11) —Effect of \carryback of losses 
etc.; 248(1)‘‘specified future tax consequence”(a) — Deduction or 
exclusion of amount referred to in 161(7)(a) is a specified future tax 
consequence. 
History: The opening words of para. 161(7)(a) amended, subpara. 
161(7)(a)(viii.1) added, the closing words of para, 161(7)(a) re- 
pealed, and the opening words of subpara. 161(7)(b) amended, by 
1998, c. 19, subsec. 187(1) to (4); para. 161(7)(a), the opening 
words and the repeal of the closing words applicable to amounts 
that become ~payable . after December 1995, © subpara. 
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161(7)(a)(viii.1) applicable to taxpayers, who die after 1992. The 
opening words of para. 161(7)(a), the closing words of para. 
161(7)(a) and the opening words of subpara. 161(7)(b) formerly 
read: 


(a) the tax payable by the taxpayer under this Part and Parts 
1.3, VI and, VI.1 for the year shall be deemed to. be the 
amount that it would have been if none of the following 
amounts, namely, 


were so excluded or deducted for the year, as the case may 
be; and 


(b) the amount by which the tax payable by the taxpayer 
under this Part and Parts [.3, VI and VI.1 for the year is re- 
duced. because of the exclusion or, deduction, as the case may 
be, of an amount described in any of subparagraphs (a)(ii) to 
(x) of this subsection and subparagraph 161(7)(a)(i) of the In- 
come Tax Act, chapter 148 of the Revised Statutes of Canada, 
1952 shall be deemed to have been paid by the taxpayer on 
account of the taxpayer’s tax payable for the year under this 
Part on the day that is the latest of 


Subparas. 161(7)(a)(ix) and (x) amended by 1997, c. 25, subsec. 
50(7); subpara. (ix) applicable to 1992 et seg., and subpara. (x) ap- 
plicable to 1991 et seg. Subparas. (ix) and (x) formerly read: 


(ix) any amount deducted for a subsequent taxation year 
under subsection 181.1(4) in respect of any unused surtax 
credit (within the meaning assigned by subsection 181.1(6)) 
of the taxpayer, or 


(x) any amount deducted for a subsequent taxation year under 
subsection 190.1(3) in respect of any unused Part I tax credit 
(within the meaning assigned by subsection 190.1(5)) of the 
taxpayer, 


Subpara, 161(7)(a)(viii) amended by 1997, c, 26, s. 85, applicable to 
1997 et.seg. Subpara. (a)(vii) formerly read: 


(viii) any amount excluded from the amount determined 
under clause 12(1)(x.1)(G@i)(A). because of subclause 
12(1)(x.1)Gi)(A)UD in respect of a fuel tax rebate repayment 
made in a subsequent taxation year, 


That portion of subsec. 161(7) preceding para. (a) amended by 
1994, c. 7,:Sch. VII (1993, c. 24), subsec. 96(3), applicable to in- 
stalments of tax that become payable after June i0, 1993. That por- 
tion formerly read: 


(7) Effect of carryback of loss, etc. — For the purpose of 
computing interest under subsection (1) or (2) on tax or a part 
or an instalment of tax for a taxation year, 


That portion of para. 161(7)(a) preceding subpara. (i) amended by 
1994, c..7, Sch. VUI (1993, c. 24), subsec. 96(4), to add reference to 
Parts 1.3, VI and VI.1, applicable to 1992 et seq. 


Subpara. 161(7)(a)(ix) added applicable to 1992 et seq., and (x) ad- 
ded applicable to 199 let seq., by 1994, c. 7, Sci. VU (1993, c. 24), 
subsec. 96(5). 


That portion of para. 161(7)(b) preceding subpara. (i) amended by 
1994, c. 7, Sch. VII (1993, c. 24), subsec. 96(6), applicable to 1991 
et seq., except that in its application to the 1991 taxation year the 
para. shall be read without reference to the words “and Parts I.3, VI 
and VI.1”. That portion formerly read: 


(b) the amount by which the tax payable under this Part for 
the year is reduced because of the exclusion or deduction, as 
the case may be, of an amount described in any of subpara- 
graphs (a)(ii) to (viii) is deemed to have been paid by the tax- 
payer on account of the taxpayer’s tax payable for the year 
under this Part on the day that is the latest of 


Subpara. 161(7)(a)(viii) added by 1994, c. 7, Sch. V1 (1992, c. 29), 
subsec. 8(1), applicable to 1992 et seq. 
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That portion of para. 161(7)(b) preceding subpara: (i) amended by 
1994, c. 7, Sch. VIE. (1992, c. 29), subsec. 8(2), applicable to 1992 et 
seq. That portion formerly read: LAK 3 


(b) the amount by which the tax payable by the taxpayer 
under this Part for the year is reduced by. virtue of the exclu- 
sion or deduction, as the case may be, of an amount described 
in any of subparagraphs (a)(ii) to (vii) of this subsection and 
subparagraph 161(7)(a)(i) of the Income Tax Act, chapter 148 
of the Revised Statutes of Canada, 1952, shall be deemed to 
have been paid by the taxpayer on account of the taxpayer’s 
tax payable for the year under this Part on the day that is that 
latest of 


Pre-RSC History: Subpara. 161(7)(a)(vii) added by 1990, c. 39, 
subsec. 42(2), applicable to taxation years ending after June. 1989. 


Subpara. 161(7)(a)(iv) amended to substitute “section 118.1” for 
“section 110”, subpara. 161(7)(a)(vi) substituted and subparas. 
161€7)(a)(vi.1) and (vii) repealed, by 1988, c. 55, ‘subsecs. 140(4), 
(5), applicable to 1988 et seq. Paras. 161(7)(a)(vi) to (vii) formerly 
read: 


(vi) any amount deducted under subsection 127.2(1) in.re- 
spect of his unused share-purchase tax credit for a subsequent 
taxation year, 


(vi.1) any amount deducted under subsection 120.2(2) in re- 
spect of his minimum tax for a subsequent taxation year, or 


(vii). any amount. deducted under subsection 127.3(1) in, re- 
spect of his unused scientific research and experimental de- 
velopment tax credit for a subsequent taxation year, 


Subpara. 161(7)(a)(vi.1) added by 1986, c. 55, s. 63, applicable to a 
taxation year commencing after 1983. 


Subpara. 161(7)(a)(G) repealed by 1986, c. 6, subsec. 89(2), applica- 
ble to 1986 et seq. Subpara. 161(7)(a)(i) formerly read: 


(1) any amount deducted under paragraph 3(e) by virtue of his 
death in a subsequent taxation year and the consequent appli- 
cation of section 71 in respect of an allowable capital loss for 
the year, 


Subpara. 161(7)(a)(iv.2) added by 1986, c. 6, subsec: 89(3), applica- 
ble to 1985 ‘et seq. 


Subparas. 161(7)(b)(ii), (iii) amended by 1986, c. 6, subsec. 89(4), 
to substitute, in (ii) “the taxpayer’s or his legal representative’s” for 
“the taxpayer’s” and, in (iii), “income for the year” for “income for 
the taxation year” and to add reference to paragraph 164(6)(e), ap- 


plicable to 1985 et seq. 


Para. 161(7)(b) substituted by 1985, c. 45, subsec. 91(3), applicable 
with respect to subsequent taxation years referred to therein, ending 
after 1984. Para. 161(7)(b) formerly read: 


(b) the amount by which the tax payable by the taxpayer 
under this Part for the year is reduced by virtue of the exclu- 
sion or deduction, as the case may be, of an amount described 
in any of subparagraphs (a)(i) to (vii) shall be deemed to have 
been paid by the taxpayer, on account of his tax payable for 
the year under this Part, on the later of 


(i) the day on which his return of income under section 
150 was filed for that subsequent taxation year, and 


(ii) the day on or before which he is, or would be if a tax 
under this Part were payable by him for that subsequent 
taxation year, required to file his return of income under 
section 150 for that subsequent taxation year. 


Subpara. 161(7)(a)(iv.1) added by 1984, ¢.45, subsec. 66(5), appli- 
cable to 1984 et seq. 


Subsec. 161(7) substituted by 1984, c. 1, subsec. 86(2), applicable 
where the subsequent taxation year referred to in subsec., 161(7), as 
substituted, ends after 1982, except that in its application to a subse- 
quent taxation year ending before April 20, 1983, the amount deter- 
mined in respect of a taxpayer under para. 161(7)(b) shall be 
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deemed to have been paid by him on the first day immediately fol- 
lowing the subsequent taxation year. Subsec. 161(7) formerly read: 


(7) Effect of carryback of loss — Where a taxpayer is enti- 
tled to deduct under section 111 in computing his taxable in- 
come for a taxation year an amount in respect of a loss for the 
taxation year immediately following the taxation year (here- 
inafter in this subsection referred to as “the loss year”), for 
the purpose of computing interest under subsection (1) or (2) 
on tax or a part or instalment of tax for the taxation year for 
any portion of the period in respect of which the interest is 
payable on or before the last day of the loss year, the tax pay- 
able for the taxation year shall be deemed to be the amount 
that it would have been if the taxpayer were not entitled to 
deduct any amount under section 111 in respect of that loss. 


Selected Cases [subsec. 161(7)]: Connaught v. Canada, 
[1995] 1 C.T.C. 216 (FCTD) (Taxpayer not permitted to use previ- 
ously unclaimed deductions to offet-income later assessed). 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Information Circulars: 81-11R3: Corporate instalments, 


(8) Certain amounts deemed to be paid as in- 
stalments — For the purposes of subsection (2), 
where in a taxation year an amount has been paid by 
a non-resident person pursuant to subsection 116(2) 
or (4) or an amount has been paid on that person’s 
behalf by another person in accordance with subsec- ~ 
tion 116(5), the amount shall be deemed to have 
been paid by that non-resident person in the year as 
an instalment of tax on the first day on which the 
non-resident person was required under this Act to 
pay an instalment of tax for that year. 


Pre-RSC History: Subsec. 161(8) added by 1974-75-76, c. 26, 
subsec. 106(2), applicable to 1974 et seg. 


(9) Definitions of “instalment base”, etc. — In 
this section, 


(a) “instalment base” of an individual for a taxa- 
tion year means the amount determined in pre- 
scribed manner to be the individual’s instalment 
base for the year; and 


(b) “first instalment base” and “second instalment 
base” of a corporation for a taxation year have 
the meanings prescribed by regulation. 


Pre-RSC History [subsec. 161(9)]: Subsec. 161(9) substituted 
by 1980-81-82-83, c. 48, subsec. 88(3), applicable to taxation years 
commencing after October 28, 1980. Subsec. (9) formerly read as 
follows: 


(9) Definition of “instalment base” — In this section, “in- 
stalment base” of a taxpayer for a taxation year means the 
amount determined in prescribed manner to be the taxpayer’s 
instalment base for the year. 


Subsec. 161(9) added by 1977-78, c. 4,-s. 6. 


Regulations: 5300 (“instalment base”); 5301 (“first instalment 
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base”, “second instalment base”). 


(10) When amount deemed paid — For the pur- 
poses of subsection (2), where an amount has been 
deducted by virtue of paragraph 127.2(1)(a) or 
127.3(1)(a) in computing the tax payable under this 
Part by a taxpayer for a taxation year, the amount so 
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deducted shall be deemed to have been paid by the 
taxpayer 


(a) in the case of a taxpayer who has filed a re- 
turn of income under this Part for the year as re- 
quired by section 150, on the last day of the year; 
and 


(b) in any other case, on the:day on which the 

taxpayer filed the taxpayer’s return of income 

under this Part for the year. 
Pre-RSC History: Subsec. 161(10) added by 1984, c. 45, subsec. 
66(6), applicable with respect to amounts deducted under ss. 127.2 
and 127.3 in respect of shares, debt obligations and rights acquired 
after February 15, 1984, other than shares, debt obligations or rights 
acquired before March 1, 1984 where arrangements, evidenced in 
writing, for the issue of the shares or debt obligations or granting of 
the rights. were substantially advanced before February 16, 1984. 


(11) Interest on penalties — Where a taxpayer is 
required to pay a penalty, the taxpayer shall pay the 
penalty to the Receiver General together with inter- 
est thereon at the prescribed rate computed, 


(a) in the case of a penalty payable under section 
162, 163 or 235, from the day on or before which 


(i) the taxpayer’s return of income for a taxa- 
tion year in respect of which the penalty. is 
payable was required to be filed, or would 
have been required to be filed if tax under this 
Part were payable by the taxpayer for the 
year, or 


(ii) the information return, return, ownership 
certificate or other document in respect of 
which the penalty is payable was required to 
be made, 


as the case may be, to the day of payment; 


(b) in the case of a penalty payable for a taxation 
year because of section 163.1, from the tax- 
payer’s balance-due day for the year to the day of 
payment of the penalty; 


(b.1) in the case of a penalty under subsection 
237.1(7.4), from the day on which the taxpayer 
became liable to the penalty to the day of pay- 
ment; and 


(c) in the case of.a penalty payable by reason of 
any other provision of this Act, from the day of 
mailing of the notice of original assessment of the 
penalty to the day of payment. 


Related Provisions: 18(1)(t) — Interest and penalty are non-de- 
ductible; 161(12) — Partnership liable to interest on penalty re tax 
shelters; 221.1 — Application of interest where legislation retroac- 
tive; 248(11) — Interest compounded daily. 


History: Para. 161(11)(b.1) added by 1998, c. 19, subsec. 187(5), 
applicable after December 1, 1994. 


Para. 161(11)(b) amended by 1997, c. 25, subsec. 50(8), applicable 
to 1996 et seg. Para. (b) formerly read: 


(b) in the case of a penalty payable for a taxation year by 
reason of section 163.1, from the day on or before which the 
taxpayer is required-to pay the remainder of the taxpayer’s 
tax payable under this Part for the year to the day of payment 
of the penalty; and 


S. 161 


That portion of para. 161(11)(a), preceding subpara. (i) amended by 
1994, c. 7, Sch. II (1991, c. 49), subsec. 133(4), to substitute 
“under” for “by reason of” and add reference to s. 235. 


Pre-RSC History: Subsec. 161(11) substituted by 1988, c. 55, 
subsec. 140(6). Subsec. 161(11) formerly read: 


(11) Interest on penalty —- Where a taxpayer is required by 
this Part to pay a penalty and fails to pay all or any part 
thereof as required, he shall pay to the Receiver General in- 

_ terest at the prescribed rate on the amount he failed to pay 
computed, 


(a) in the case of a penalty payable by virtue of subsec- 
tion 162(1), (2) or (3) or. 163(1) or (2), from the day on or 
before which the taxpayer’s return of income for the tax- 
ation year in respect of which the penalty is payable was, 
or would have been if tax under this Part were payable by 
him for the year, required to be filed to the day of pay- 
ment;. and 


(b) in the case of a penalty payable by virtue of any other 
provision of this ‘Act, from the day of mailing of the no- 
tice of original assessment of the’ penalty to the day of 
payment. 


Subsec. 161(11) added by 1986, c. 6, subsec. 89(5), applicable as of 
January 1, 1987, except that interest is not payable under subsection 
(11) for any part of a period before that day. 


Selected Cases [subsec. 161(11)]: Ford v. Canada, [1994] 2 
C.T.C. 2395 (TCC) (No-penalty where filing within 90 days of ret- 
roactive agreements for spousal and child support); Reemark 
Chelsea Terraces Project Ltd. v. Canada, [1993] 1 C.T.C. 2727 
(TCC) (Amount of interest. and penalty for late return not adjusted 
on reassessment giving effect to loss carry-back reducing income to 
nil). 


Regulations: 4301(a) (prescribed rate of interest). 


Interpretation Bulletins: IT-407R4: Dispositions. of cultural 
property to designated Canadian institutions. 


Information Circulars: 81-11R3: Corporate instalments; 92-2: 
Guidelines for the cancellation and waiver of interest and penalties. 


(12) Partnership liable to interest — Where a 
partnership is liable to a penalty under subsection 
237.1(7.4), sections 152, 158 to 160.1, this section 
and sections 164 to 167 and Division J apply, with 
such modifications as the circumstances require, 
with respect to interest on the penalty as if the part- 
nership were a corporation. 


History: Subsec. 161(12) added by 1998, c. 19, subsec. 187(6), ap- 
plicable after December 1, 1994. 


Pre-RSC History [s. 161]: The expression “scientific research 
and experimental development” substituted for “scientific research” 
by 1986, c. 6, subsec. 15(3), applicable with respect to taxation 
years ending after May 23, 1985. 


Selected Cases [s. 161]: Prodor v. R., [1997] 3 C.T.C. 179 
(FCTD) (Applicable interest rate is that prescribed in particular stat- 
ute, not as provided in Federal Court Act). 


Definitions [s. 161]: “allowable capital loss” — 38(b), 248(1); 
“amount”, “assessment”, “balance-due day” — 248(1); “calendar 
year” — Interpretation Act 37(1)(a); “corporation” — 248(1), /nter- 
pretation Act 35(1); “individual” — 248(1); “instalment base” — 
161(9); “Minister” — 123(1); “person”, “prescribed”, “property” — 
248(1); “province” — Interpretation Act 35(1); “share”, “specified 
future tax consequence” — 248(1); “tax payable” — 248(2); “taxa- 
ble income” — 2(2), 248(1); “taxation year” — 249; “taxpayer” — 
248(1); “testamentary trust” — 108(1), 248(1); “writing” — Inter- 
pretation Act 35(1). 
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Penalties 


162. (1) Failure to file return of income — 
Every person who fails to file a return of income for 
a taxation year as and when required by subsection 
150(1) is liable to a penalty equal to the total of 


(a) an amount equal to 5% of the person’s tax — 


payable under this Part for the year that was un- 
paid when the return was required to be filed, and 


(b) the product obtained when 1% of the person’s 
tax payable under this Part for the year that was 
unpaid when the return was required to be filed is 
multiplied by the number of complete months, 
not exceeding 12, from the date on which the re- 
turn was required to be filed to the date on which 
the return was filed. 
Related Provisions: 162(11)— Effect of carryback of losses, 
etc.; 235 — Additional penalty on large corporation for late filing 
even where no balance owing. See additional Related provisions 
and Definitions at end of s. 162. 


Selected Cases [subsec. 162(1)]: Ford v. Canada, {1994] 2 
C.T.C. 2395 (TCC) (No penalty where return filed within 90 days 
of retroactive agreements for spousal and child support); Reemark 
Chelsea Terraces Project Ltd. v. Canada, [1993] 1 C.T.C. 2727 
(TCC) (Amount of interest and penalty for late return not adjusted 
on reassessment giving effect to loss carry-back reducing income to 
nil); Carlson v. The Queen, [1973] C.T.C. 360 (FCTD) (Filing 
“temporary” return containing an income “estimate”: penalty ap- 
plied for late filing of tax return). 


Information Circulars: 85-1R2: Voluntary disclosures; 92-2: 
Guidelines for the cancellation and waiver of interest and penalties. 


(2) Repeated failure to file — Every person 
(a) who fails to file a return of income for a taxa- 


tion year as and when required by subsection | 


150(1), 


(b) on whom a’ demand for a return for the year 
has been served under subsection 150(2), and 


(c) by whom, before the time of failure, a penalty 
was payable under this subsection or subsection 
(1) in respect of a return of income for any of the 
3 preceding taxation years . 


is liable to a penalty equal to the total of 


(d) an amount equal to 10% of the person’s tax 
payable under this Part for the year that was un- 
paid when the return was required to be filed, and 


(e) the product obtained when 2% of the tax pay- 
able under this Part for the year that was unpaid 
when the return was required to be filed is multi- 
plied by the number of complete months, not ex- 
ceeding 20, from the date on which the return 
was required to be filed to the date on which the 
return was filed. 

Related Provisions: 162(11) — Effect of carryback of losses, 


etc. See additional Related provisions and Definitions at end of s. 
162. 


Selected Cases [subsec. 162(2)]: Wichartz v. Canada, [1995] 
1 C.T.C. 2866 (TCC) (No liability for penalty until penalty 
assessed). 

Information Circulars: 85-1R2: Voluntary disclosures: 92-2: 
Guidelines for the cancellation and waiver of interest and penalties. 
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(3) Failure 'to file by trustee — Every person 
who fails to file a return as required by subsection 
150(3) is liable to a penalty of $10 for each day of 
default but not exceeding $50. 


Related Provisions: See Related provisions and Defintions at 
end of s. 162. 


Information Circulars: 85-1R2: Voluntary disclosures: 92-2: 
Guidelines for the cancellation and waiver of interest and penalties. 


(4) Ownership certificate — Every person who 


(a) fails to. complete an ownership certificate as 
required by section 234, 


(b) fails to deliver an ownership certificate in the 
manner prescribed at the time prescribed and at 
the place prescribed by regulations made under 
that section, or 


(c) cashes a coupon or warrant for which an own- 
ership certificate has not been completed pursu- 
ant to.that section, 


is liable to a penalty of $50. 


Related Provisions: See Related provisions and Definitions at 
end of s. 162. 


Information Circulars: 85-1R2: Voluntary disclosures: 92-2: 
Guidelines for the cancellation and waiver of interest and penalties. 


(5) Failure to provide information on form — 
Every person who fails to provide any information 
required on a prescribed form made under this Act or 
a regulation is liable to a penalty of $100 for each 
such failure, unless 


(a) in the case of information required in respect 
of another person or partnership, a reasonable ef- 
fort was made by the person to obtain the infor- 
mation from the other person or partnership; or 


(b) in the case of a failure to. provide a Social In- 
surance Number on a return of income, the per- 
son had applied for the assignment of the Number 
and had not received it at the time the return was 
filed. 


Related Provisions: 162(8.1) — Where partnership liable to pen- 
alty. See also Related provisions and Definitions at end of s. 162. 


History: Para. 162(5)(a) amended by 1998, c. 19, subsec. 188(1), 
in force on June 18, 1998. Para. 162(5)(a) formerly read: 


(a) in the case of information required in respect of another 
person, a reasonable effort was made by the person to obtain 
the information from the other person; or 


That portion of subsec. 162(5) preceding para. (a) amended by 
1994, c. 7, Sch. II (1991, c. 49), subsec. 134(1), to substitute “‘is 
liable” for “is, except where, in the case of an individual, the Minis- 
ter has waived the penalty, liable”. 


Information Circulars: 82-2R2: SIN legislation that relates to the 
preparation of information slips. 


(6) Failure to provide identification num- 
ber — Every person or partnership who fails to pro- 
vide on request their Social Insurance Number or 
their business number to a person required ‘under this 
Act or a regulation to make an information return re- 
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quiring the number is liable to:a penalty of m0 for 
each such failure, unless 


(a) an application for the assignment of the num- 
ber is made within 15 days after the ippausst was 
received; and 


(b) the number is pativitied to thelin eiaxon who re- 
quested: the number within 15 days afiten the per- 
son or partnership received it. 
Related Provisions: 162(8.1) — Where partnership liable to pen- 
alty; 237(1), (1.1), (2) — Obligation to apply for and provide Social 
Insurance, Number on information return. See additional Related 
provisions and Definitions at-end of s. 162. 


History: Subsec. 162(6) amended by 1998, c.:19, subsec. 188(2), in 
force on June 18, 1998. Subsec. 162(6) formerly read: 


(6) Failure to provide Social Insurance Number — Every 
individual who fails to provide on-tequest the individual’s So- 
cial Insurance Number to a person required under this. Act or 
a regulation to make an information return requiring the indi- 
vidual’s Social Insurance Number is liable to a ay of 
$100 for each such failure, unless 


(a) an application by the individual for the saealYgrmient of 
a Social Insurance Number was made not later than 15 
days after the person made’ 'the request; and 


(b) the Number was ‘provided to the person within 15 
days after the individual received it. 
That portion of subsec. 162(6) preceding para. (4) amended by 
1994, c. 7, Sch. II (1991, c. 49), subsec. 134(2), to substitute “is 
liable” for “is, except where the Minister has waived the penalty, 
liable”. : 


Information Circulars: 82-2R2: SIN legislation that relates to the 
preparation of information slips. 


(7) Failure to comply — Every person (other than 
a registered charity) or partnership who fails 


(a) to file an information return as and when re- 
quired by this Act or the regulations, or 


(b) to comply with a duty or obligation imposed 
by this Act or the regulations 


is liable in respect of each such failure, except where 
another provision of this Act (other than subsection 
(10) or (10.1) or 163(2.22)) séts out a penalty for the 
failure, to a penalty equal to the greater of $100 and 
the product obtained when $25 is multiplied by the 
number of days, not exceeding 100, during which the 
failure continues. ea 

Related Provisions: 149(4.1), 188 — Revocation of registration 
and penalty tax for registered charity; 162(8.1)—- Where partner- 


ship liable to penalty. See additional Related eee and Defini- 
tions at end, of s,, 162. 


History: Subsec, 162(7) amended by: 1997, c.:25, subsec. 51(1), 
applicable to returns required to be filed on or before a day that is 
after 1997 and to duties and obligations first a mposed after 1997. 
Subsec. (7) formerly read: 


(7) Failure to comply with Act or regulation — Every per- 
son (other than a registered charity) who fails 


(a) to file an information return as and when required by 
this Act or a regulation, or 


(b) to comply with a duty or obligation imposed. by. this 
Act or a regulation . 


is liable in respect of each such failure, except where another 
provision of this Act (other than subsection (10)) sets out a 
penalty for the failure, to a penalty equal to the greater of 


S. 162(8.1) 


- $100 and the product.obtained when $25 is multiplied by. the 
number of days, not exceeding 100, during which the failure 
continues. 


The opening words of subsec. -162(7) substituted by 1994, ere ky Se 
80, applicable June 15, 1994. The opening words aay read: 


(7) Every person 


Information Circulars: 85-1R2:' Voluntary disclosures; 89-4: Tax 
shelter reporting; 92-2: Guidelines. for the cancellation and waiver 
of interest and penalties: 


(7.1) Failure to make partnership information 
return — Where a member of a partnership fails to 
file an information return as a member of the part- 
nership for a fiscal period of the partnership as and 
when required by this Act or the regulations and sub- 
section.(1Q).does not set.out a penalty for the failure, 
the partnership is. liable to a penalty equal to the 
greater of $100 and the product obtained when $25 
is multiplied by the number of days, not exceeding 
100, during which the failure continues. 

Related Provisions: 96(1)— Taxation of partnership; 


162(8.1) — Rules where partnership is liable to penalty. See addi- 
tional Related provisions and Definitions at end.of s.. 162. 


History: Subsec. 162(7.1).amended by 1997, :c. 25, subsec.-51(1), 
applicable to returns required to be filed on or before a day that:is 
after 1997 and to duties and obligations first imposed after 1997. 
Subsec. (7.1) formerly read: 


(7.1) Where a member of a partnership. fails.to file. an infor- 
mation return as a member of the partnership for a fiscal pe- 
riod of the partnership as and when required by this Act or a 
regulation, the partnership is liable to a penalty equal to the 
greater of $100 and the product obtained when $25 is multi- 
plied by the number of days, not pica 100, during which 
the failure continues. 


(8) Repeated failure to file senWhere 


(a) a penalty was payable under subsection (7.1) 
in respect of a failure by a member of a partner- 
ship to file an.information return as a member of 
the partnership for a fiscal: period of the 
partnership, 


(b) a demand for the return or for information re- 

quired to be contained in. the return has been 

served under section 233 on the member, and 

(c) a penalty ‘was payable under subsection (7.1) 

in respect of the failure by a member of a partner- 
ship to file an information return as'a‘member of 
the Aepoiiipiyeis for any of the 3 percents fiscal 
‘periods, 


the partnership is liable. in addition to the penalty 
under subsection (7.1), toa penalty of $100 for each 
member of the partnership for each month or part of 
a month, not exceeding 24 months, during which the 
failure referred to in paragraph (a) continues. 

Related Provisions: 162(8.1) — Rules where partnership is lia- 


ble to penalty. See additional Related provisions and Definitions at 
end of s. 162. 


(8.1) Rules where partnership liable to a pen- 
alty — Where a partnership is liable to a penalty 
under subsection (5), (6), (7), (7.1), (8) or (10), sec- 
tions 152,,158 to 160.1, 161 and 164 to 167 and Di- 
vision J apply, with any modifications that the cir- 
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cumstances require, to the penalty as if the 
partnership were a corporation. 

History: Subsec. 162(8.1) amended by 1998, c. 19, sabseqt 188(3), 
in force on June 18; 1998. Subsec. 162(8. 1) formerly read: 


(8.1) Where partnership liable to penalty — Where a part- 
nership is liable to a penalty under subsection (7); (7.1), (8), 
(10) or (10.1), sections 152, 158 to 160:1, 161 and 164 to 167 
and Division J apply, with any modifications that the circum- 
stances require, to the penalty as if the partnership were.a 
corporation. 


Subsec. 162(8.1) amended by 1997, c. 25, subsec. 51(2), applicable 
to returns required to be filed on or before a day that is after 1997 
and to duties and CBC first imposed after 1997. Subsec. (8.1) 
formerly read: 


(8.1) Rules where partnership is liable to (Ba ee) — 
Where a partnership. is liable to a penalty under subsection 
(7.1) or (8), sections 152, 158 to»160.1, 161'and 164 to: 167 
and Division J apply, with such modifications as.the citcum- 
stances require, with respect to the penalty as if the partner- 
ship were a corporation. 


(9). [Repealed] 


Related Provisions: 237.1(6.1) — No deduction allowed while 
tax shelter penalty unpaid. See also Related provisions and: Defini- 
tions ‘at end of s. 162. 


History: Subsec. 162(9) repealed by 1998, ‘c: 19, subsec. 188(4), 
applicable after December 1, 1994. Subsec. 162(9) formerly read: 
(9) Tax shelter identification number — Every person who 
(a) files false or misleading information with the Minister 


in an application under subsection 237.1(2) for an identi- 
fication number for a tax shelter, or 


(b) whether as a principal or as an agent, Hira issues or 
accepts a contribution for the acquisition of an interest:in 
a tax shelter before the Minister has issued an identifica- 
tion number therefor, vie 


is liable to a penalty equal to the greater of 
(c) $500, and 
(d) 3% of the total of all ‘amounts each of which is the 
cost to each person who acquired an interest in the tax 
shelter before the correct information is: filed with the 


Minister or the identification number is issued, as the 
case may be. 


Information Circulars: 89-4: Tax shelter reporting. | 


(10) Failure to furnish foreign-based informa- 
tion — Every person or partnership who, 


(a) knowingly or under circumstances amounting 
to gross negligence, fails to file an. information 
return as and when required by any of sections 
230. | to 233.4. on 


(b). where paragraph (a) does not apply, know- 
ingly or under circumstances amounting to gross 
negligence, fails to comply with a demand under 
section 233 to file a return 


is liable to a penalty equal to the amount determined 
by the formula 


~(5)00.x A x B)—C 
where 
A is 
(c) where paragraph (a) applies, the lesser of 
24 and the number of months, beginning with 
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the month in which the return was required to 
be filed, during any part of which the return 
has not been filed, and 


(d) where paragraph (b) applies, the lesser of 
24 and the number of months, beginning with 
the month in which the demand. was served, 
during any part of which the return has: not 
been filed, 


(e) where the person or partnership has failed 
to comply with a demand under section 233 to 
file:a return, 2; and 


(f) in any other case, 1, and 


C is the penalty to which the person or partnership 
is liable under subsection (7) in respect of the 
return. 


Related Provisions: 162(7) — Initial calculation of penalty; 
162(8.1) — Where partnership liable:to penalty; 162(10.1) — Addi- 
tional penalty; 163(2.4)-(2.91) — Penalty for false statement or 
omission in return; 233.5 — Due diligence defence; 257 — Formula 
cannot calculate to less than zero. See also Related provisions and 
Definitions at end of s. 162. 


History: Subsec. 162(10) amended by 1997, c. 25, subsec. 51(3), 
applicable to returns required to be filed on or before a day that i Is 
after April-29, 1998. Subsec. (10) formerly read: 


(10) Every corporation 


(a) that fails to file an information return required by sec- 
tion 233.1, 


(b) on ‘which a’demand under section 233 has been 
served for the return, and 


(c) that does not comply with the demand within 90 days 
after the day the demand was served on ‘it, 


is liablein respect of each such failure,-in addition to the pen- 
alty under subsection,(7), to a penalty of $1,000 for each 
month or part of a month, not exceeding 24 months, during 
which the failure continues. 


(10. 1) Additional penalty — — Where 


(a) a person or partnership is liable to a penalty 
under subsection (10) for the failure to file a re- 
turn (other than an information return required to 
be filed under section 233. 1), 


(b) if. paragraph (10)(a) applies, ‘the jibes of 
months, beginning with the month in which the 
return was required to be filed, during any part of 
which the return has not been filed sige Ao 24, 
and 


(c) if paragraph (10)(b) applies, the number of 
months, beginning with the month in which the 
demand referred. to in that paragraph was served, 
during any part of which the return has not been 
filed exceeds 24, 


the person or partnership is liable, in addition to the 
penalty determined under subsection (10), to a pen- 
alty Sia bie to the amount determined by’ the formula 


A=B 
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where 

Whe 
(d) where the return is required to be filed 
under section 233.2, 5% of the total of all 
amounts each of which is the fair market 
value of property transferred or loaned (deter- 
mined as of the time of the transfer or loan) 
because of which there would, if no other 
transfer or loan were taken into account, be an 
obligation to file the return, 


(e). where the return is required to be filed 
under section 233.3 for a taxation year or fis- 
cal period, 5% of the greatest of all amounts 
each of which is the total of the cost amounts 
to the person or partnership at any time in the 
year or period of a specified foreign property 
(as defined by subsection 233.3(1)) of the per- 
son or partnership, and 


(f) where the return is required to be filed 
under section 233.4 for a taxation year or fis- 
cal period in respect of a foreign affiliate of 
the person or partnership, 5% of the greatest 
of all amounts each of which is the total of the 
cost amounts to the person or partnership at 
any time in the year or period of a property of 
the person or partnership that is a share of the 
capital stock or indebtedness of the affiliate, 
and 


Bis the total of the penalties to which the person or 
partnership is liable under subsections (7) and 
(10) in respect of the return. 

Related Provisions: 162(7) — Initial calculation of penalty; 

162(10.2) — Shares or debt owned by controlled foreign affiliate; 

162(10.3) — Application to partnerships; 162(10.4) — Application 

to non-resident trusts; 163(2.4)-(2.91) — Penalty for false state- 

ment or omission in return; 233.5 — Due diligence defence to pen- 
alty; 257 — Formula cannot calculate to less than zero. 


History: Subsec. 162(10.1) added by 1997, c. 25, subsec. 51(3), 
applicable to returns required to be filed on or before a day that is 
after April 29, 1998. 


(10.2) Shares or debt owned by controlled 
foreign affiliate — For the purpose of paragraph 
(f) of the description of A in subsection (10.1), 


(a) shares or indebtedness owned by a controlled 
foreign affiliate of a person or partnership are 
deemed to be owned by the person or partnership; 
and 


(b) the cost amount at any time of such shares or 
indebtedness to the person or partnership is 
deemed to be equal to 20% of the cost amount at 


that time to the controlled foreign affiliate of the 


shares or indebtedness. 
Related Provisions: 162(10.3)— Application to partnerships; 
162(10.4) — Application to non-resident trusts. 


History: Subsec. 162(10.2) added by 1997, c. 25, subsec. 51(3), 
applicable to returns required to be filed on or before a day that is 
after April 29, 1998. 


(10.3) Application to partnerships — For the 
purposes of paragraph (f) of the description of A in 


S. 162(11) 


subsection (10.1) and subsection (10.2), in determin- 
ing whether a non-resident corporation or trust is a 
foreign affiliate or a controlled foreign affiliate of a 
partnership, 


(a) the definitions “direct equity percentage” and 
“equity percentage” in subsection 95(4) shall be 
read as if a partnership were a person; and 


(b) the definitions “controlled foreign affiliate” 
and “foreign affiliate” in subsection 95(1) shall 
be read as if a partnership were a taxpayer resi- 
dent in Canada. 

History: Subsec. 162(10.3) added by 1997, c. 25, subsec. SiLC3), 


applicable to returns required to be filed on or. before a day that is 
after April 29, 1998. 4 


(10.4) Application to non-resident trusts — 
For the purposes of this subsection, paragraph (f) of 
the description of A in subsection (10.1) and subsec- 
tion (10.2), 4 


(a) a non-resident trust is deemed to be a con- 
trolled foreign affiliate of each beneficiary of 
which the trust is a controlled foreign affiliate for 
the purpose of section 233.4; 


(b) the trust is deemed to be a non-resident corpo- 
ration having a capital stock of a single class di- 
vided into 100 issued shares; 


(c) each beneficiary under the trust is deemed to 
own at any time the number of the issued shares 
of the corporation that is equal to the proportion 
of 100 that 


(i) the fair market. value at that time of the 
beneficiary’s beneficial interest in the trust 


is of 
(ii) the fair market value at that time of all 
beneficial interests in the trust; and 


(d) the cost amount to a beneficiary at any time of 
a share of the corporation is deemed to be equal 
to the amount determined by the formula 


A 


B 
where 


A. is the fair market value at that time of the ben- 
eficiary’s beneficial interest in the trust, and 


B is the number of shares deemed under para- 
graph (c) to be owned at that time by the ben- 
eficiary in respect of the corporation. 

History: Subsec. 162(10.4) added by 1997, c. 25, subsec. 51(3), 


applicable to returns required to be filed on or before a day that is 
after April 29, 1998. 


(11) Effect of subsequent events — For the 
purpose of computing a penalty under subsection (1) 
or (2) in respect of a person’s return of income for a 
taxation year, the person’s tax payable under this 
Part for the year shall be determined before taking 
into consideration the specified future tax conse- 
quences for the year. 
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History: Subsec. 162(11).amended by 1997, c. 25, subsec. S14), 
applicable to 1996 et seq. Subsec. (11) formerly read: 


(11) Effect of carryback. of losses etc. — In determining a 
person’s tax for a taxation year for the purpose of computing 
a penalty under subsection (1) or (2) in respect of the person’s 
return of income for the year, paragraph 161(7)(a) applies 
with such modifications as the circumstances require. 


Subsec. 162(11) added by 1994, c. 7, Sch. If (1991, c. 49), subsec. 
134(3), applicable to. amounts referred to in para. 161(7)(a) in re- 
spect. of subsequent taxation years. referred to in 1 that para. ending 
after July 13, 1990. 


Related Provisions [s. 162]: 18(1)(t) — Penalties are non-de- 
ductible; 161(11) — Interest on penalty; 180.1(4), 181.7, 183(3), 
183.2(2), 187(3), 187.6, 189(8), 190.21, 191.4(2), 193(8), 195(8), 
196(4), 202(3), 204.3(2), 204.7(3), 204.87, 204.93, 204:94(4), 
207(3), 207.2(3), 207.4(2), 207.7(4), 208(4), 209(5), 210.2(7), 
21S 2 LO) alto oT el 0. Ole 227(10.1)(c), 211.91(3), 
247(11) — Provisions of s. 162 apply for purposés of Parts I.2, 1.3, 
Ti IV IVS MAVEN EN) VIR VEE XP XX. Foxe ES, SEK) 
XI, XI.1, X12, X13, XM, XHA, XIL.2, XII.3, XIL4, XIL5; XH.6, 
XIV and XVI.1 respectively; 220(3.1) — Waiver of penalty. or in- 
terest; 238(1), (3) — Offences; 239(3) — Penalty assessment can- 
not be issued after charge laid if person convicted. 


Pre-RSC History [s. 162]: S. 162 substituted by 1988, c. 55, s. 
141 (as amended (subsecs: (7.1) and (8.1) being added) by 1994. c. 
7, Sched. II, s. 245, deemed to have come into’ force September 13, 
1988), subsecs. (7.1) to (8.1) applicable as of December 17, 1991, 
subsec. (9) applicable as of September I, 1989. S. 162 formerly 
read: 2 


162. (1) Penalties — Every person who has failed to file a 
return as and when required by subsection 150(1) is pte to 
a a penalty equal to the aggregate of 


(a) an amount equal to 5% of the tax that was unpaid 
when the return was required to be filed: and 


(b) the product obtained when 1% of the tax that was un- 
paid when the return was required to be filed is multi- 
plied by the number of complete months, not exceeding 
twelve, in the period between the date on which the re- 
turn was required to be filed and the date on which the 
return was filed. . 


(2) Idem — Every person who has failed to file a return as 
required by subsection 150(3) is liable to a penalty fe $10 for 
each day of default but not exceeding $50. 


(3) Failure to complete information — Every person who 
has failed to complete the information on a prescribed form 
as required by or pursuant to section 150 is, unless in the case 
of an individual the Minister has waived it, liable to a penalty 


(a) of 1% of the amount by which the tax payable under 
this Part exceeds the amount deemed by subsection 
120(2) to have been paid on account of tax under this 
Part for the year but, whether he is taxable or not, not less 
than $25 or more than $100, or 


(b) in the case of an individual, of such lesser amount as 
the Minister may have fixed in respect of. the. specific 
failure. 


Subsec. 162(1) substituted by 1980-8 1-82-83, c. 48, subsec. 89(1), 
applicable with respect to returns required to be filed, but not filed, 
before 1982 and with respect to returns required to be filed after 
1981. Subsec. 162(1) formerly read: 


162. (1) Every person who has failed to make a return as and 
when required by subsection 150(1) is liable to a penalty of 


(a) an amount equal to 5% of the tax that was unpaid 
when the return was required to be filed, if the tax paya- 
ble under this Part that was unpaid at that time was less 
than $10,000, and 
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(b) $500, if at the time the return was required to be filed 
tax payable under this Part equal to $10,000 or more was 
unpaid. 
Para. 162(3)(a) substituted by 1980-81-82-83, c.48;.subsec. 89(2), 
applicable to 1980 et seg. Para. 162(3)(a) formerly read-as follows: 
(a) of 1% of the tax payable under this Part but; whether he is 
taxable or not, not less than $25 or more than $100, or 
Definitions [s. 162]: “amount”, “business number” = 248(1): 
‘controlled foreign affiliate’ —95(1); 162(10.3), (10:4)(a), 248(1); 
“corporation” —162(10.4)(b), 248(1), Interpretation Act SB\CNE 
“fiscal period” — 249.1; “foreign, affiliate” — 95(1); 162(10.3), 
248(1); “individual”, “Minister”, “non-resident” — 248(1); 
“owned” — 162(10.2); “person”, “prescribed”, “property” — 
248(1); Meceved — 248(7); “registered charity”, “regulation” — 
248(1); “tax shelter” — 237.1(1), 248(1); “taxation yfab — 249; 
“trust”? — 104(1), 248(1), (3). 


information Circulars [s. 162]: 85- IR2: Siantaey disclosures. 


163. (1) Repeated failures — Every aren who 


(a) fails to report an amount required to be in- 
cluded.in computing the person’s income in a re- 
turn filed under section 150 for a taxation year, 
and. , ' 


(b) had faned to report an amount required to be 
so included in any return filed under séction 150 
for any of the three preceding taxation years 


is liable toa penalty equal to 10% of the amount de- 
scribed i in paragraph (a), except where the person is 
liable to a penalty under subsection (2) in respect of 
that amount. 


Related Provisions: 163(3) — ~ Burden of proof. See also Related 
provisions and Definitions at end of-s. 163. 


Pre-RSC History: Subsec. 163(1) substituted by 1988, ee Bees S: 
142. Subsec. 163(1) formerly: read: 


163. (1) Wilful failure to file return — Every person ate 
wilfully attempts to evade payment of the tax payable by him . 
under this Part by failing to file a return of income as and 
when required by subsection 150(1) is liable to a penalty of 
50% of the amount by which 


(a) the tax sought to, be evaded 


r) 


exceeds 


(b) that portion of the amount deemed by subsection 
120(2) to have been paid on account of His tax under this — 
Part that is reasonably attributable to the amount referred 
to. in paragraph (a). 


Subsec. 163(1) substituted by 1980-81-82-83, c: 48-subsec. 90(1), 
applicable to 1980 et seg. Subsec. 163(1) formerly.read; | 


163. (1) Every person who wilfully attempts to evade pay- 
ment of the tax payable by him under this Part by failing’ to 
file a: return of income as and when required by subsection 
150(1) is liable to a penalty of 50% of the amount of the tax 
sought to be evaded. 


Selected Cases [subsec. 163(1)]: The Queen v. ~ Pongrantz, 
[1982] C.T:C. 259 (FCA) (Repeated failure to file return’ on time 
not wilful evasion); Hawrish v. MNR, [1976] C.T.C. 748 (FCA) 
(Penalties; imposed. after four-year limit period: quashed when no 
wilful tax evasion). (Note: the current version of subsec. 163(1) no 
longer requires that the failure have been wilful). 


Information Circulars: 85-1R2: Voluntary disclosures. 


(2) False statements or omissions —-- Every 
person who, knowingly, or’ under: circumstances 
amounting to gross negligence, has made or has par- 
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ticipated in, assented to or acquiesced in the making 
of, a false statement or omission in a return, form, 
certificate, statement or answer (in this section re- 
ferred to as a “return’’) filed or made in respect of a 
taxation year for the purposes of this Act, is liable to 
a penalty of the greater of $100 and 50% of the total 
of 


(a) the amount, if any, by which 


(i) the amount, if any, by which 
(A) the tax for the year that would be pay- 
able by the person under this Act 
exceeds 


(B) the amount that would be deemed by 
subsection 120(2) to have been paid on ac- 
count of the person’s tax for the year 


if the person’s taxable income for the year 
were computed by adding to the taxable in- 
come reported by the person in the person’s 
return for the year that portion of the person’s 
understatement of income for the year that is 
reasonably attributable to the false statement 
or omission and if the person’s tax payable for 
the year were computed by subtracting from 
the deductions from the tax otherwise payable 
by the person for the year such portion of any 
such deduction as may reasonably be attribu- 
table to the false statement or omission 


exceeds 
(ii) the amount, if any, by which 


(A) the tax for the year that would have 
been payable by the person under this Act 


exceeds 


(B) the amount that would have been 
deemed by subsection 120(2) to have been 
paid on account of the person’s tax for the 
year 


had the person’s tax payable for the year been 
assessed on the basis of the information pro- 
vided in the person’s return for the year, 


(b) [Repealed] © 


(c) the total of all amounts each of which is the 
amount, if any, by which 


(i) the amount that would be deemed by sub- 
section 122.61(1) to be an overpayment on ac- 
count of the person’s liability under this Part 
for the year that arose during a particular 
‘month or, where that person is a cohabiting | 
spouse (within the meaning assigned by sec- 
tion 122.6) of an individual at the end of the 
year and at the beginning of the particular 
month, of that individual’s liability under this 
Part for the year that arose during the particu- 
lar month, as the case may be, if that total 
were calculated by reference to the informa- 
tion. provided 
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exceeds 


(11) the amount that is deemed by subsection 
122.61(1) to be an overpayment on account of 
the liability of that person or that individual, 
as the case may be, under this Part for the year 
that arose during the particular month, 


(c.1) the amount, if any, by which 


(i) the total of all amounts each of which is an 
amount that would be deemed by section 
122.5 to be paid by that person during a 
month specified for the year or, where that 
person is a qualified relation of an individual 
for the year (within the meaning assigned by 
subsection 122.5(1)), by that individual, as the 
case may be, if that total were calculated by 
reference to the information provided in the 
prescribed form filed for the year under sec- 
tion 122.5 


exceeds 


(ii) the total of all amounts each of which is an 
amount: that is deemed under section 122.5 to 
be paid by that person or that qualified rela- 
tion during a month specified for the year, 


(c.2) the amount, if any, by which 


(i) the amount that would be deemed under 
subsection 122.51(2) to be paid on account of 
the person’s tax payable under this Part for the 
year if the amount were calculated by refer- 
ence to the information provided in the return 


exceeds 


(ii) the amount that is deemed under subsec- 
tion 122:51(2) to be paid on account of the 
person’s tax payable under this Part for the 
year, 


(d) the amount, if any, by which 


(i) the amount that would be deemed by sub- 
section 127.1(1) to be paid for the year by the 
person if that amount were calculated by ref- 
erence to the information provided in the re- 
turn or form filed for the year pursuant to that 
subsection 


exceeds 


(ii) the amount that is deemed by that subsec- 
tion to be paid for the year by the person, 


(e) the amount, if any, by which 


(i) the amount that would be deemed by sub- 
section 127.41(3) to have been paid for the 
year by the person if that amount were calcu- 
lated by reference to the person’s claim for the 
year under that subsection 


exceeds 


(ii) the maximum amount that the person is 
entitled to claim for the year under subsection 
127.41(3), 


S. 163(2)(f) 


(f) the amount, if any, by which 


(i) the amount that would be deemed by sub- 
section 125.4(3) to have been paid for the year 
by the person if that amount were calculated 
by reference to the information provided in 
the return filed for the year pursuant to that 
subsection 


exceeds 


(ii) the amount that is deemed by that subsec- 
tion to be paid for the year by the person, and 


(g) the amount, if any, by which 


(i) the amount that would be deemed by sub- 
section 125.5(3) to have been paid for the year 
by the person if that amount were calculated 
by reference ‘to the information provided in 
the return filed for the year pursuant to that 
subsection 


exceeds 


(ii) the amount that is deemed by that subsec- 
tion to be paid for the year by the person. 


Related Provisions: 163(2.1)— Interpretation; 163(3) — Bur- 
den of proof; 239(1) — Offence — false statements. See-also Re- 
lated provisions and Definitions at end of s. 163. 


History: The opening words of subsec. 163(2) amended by 1998, c. 
19, subsec. 189(1), applicable after June 20, 1996. The opening 
words of subsec. 163(2), formerly read: 


(2) False statements or omissions — Every person who, 
knowingly, or under circumstances amounting to gross negli- 
gence in the carrying out of any duty or obligation imposed 
by or under this Act, has made or has participated in, assented 
to or acquiesced in the making of, a false statement or omis- 
sion in a return, form, certificate, statement or answer (in this 
section referred to as a “return”) filed or made in respect of a 
taxation year as required by or under this Act or a regulation, 
is liable to a penalty of the greater of $100 and 50% of the 
total of 


Para. 163(2)(c.2) amended by 1998, c. 19, s. 45, applicable to 1997 
et seq. Para. 163(2)(c.2) formerly read: 
(c.2) the amount, if any, by which 
(i) the amount that would be deemed under section 126.1 
to be an overpayment on account of the person’s liability 
under this Part for.the year if the amount were calculated 
by reference to the information provided 
exceeds 


(ii) the amount that is deemed under section 126.1 to be 
an Overpayment on account of the person’s liability under 
this Part for the year, 
Para. 163(2)(g) added by 1998, c. 19, subsec. 189(2), applicable af- 
ter October 1997. 


Para. 163(2)(f) added by 1996, c 21, s. 43, applicable to 1995 et seq. 


Para. 163(2)(e) added by 1995, c. 3, s. 48, edge aes to taxation 
years that end after February 22; 1994. 

Para. 163(2)(c.2) added by 1994, ¢. 8, subsec. 26(1), applicable after 
1992. 


Para. 163(2)(b) repealed by 1994, c. 7, Sch. VII (1992, c. 48), sub- 
sec. 17(1), applicable to 1993 et seq. Para. (b) formerly read: 


(b) the amount, if any, by which 


(i) the amount that would be deemed by subsection 
122.2(1) to be paid for the year by the person or, where 
the person is a supporting person of an eligible child of 
an individual for the year (within the meaning assigned 
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by subsection 122.2(2)) and resided with the individual at 
the end of the year, by. that individual, as the case may ;, 
be, if that amount were calculated by reference to the-in- 
formation provided in the return filed for the year pursu- 
ant to that subsection 


exceeds 


(ii) the amount that § is deemed of subsection 122. 21) to. 
be paid for the year by the person or the individual re- 
ferred to in subparagraph (i), as the case may:be; 


Para. 163(2)(c) was added by 1994, c. 7, Sch. VII (1992, c. 48), 
subsec. 17(2), applicable to 1991 et seq. 


Pre-RSC History: Former para. 163(2)(c) repealed applicable to 
1991 et seq.; and para. (c/1) added ‘applicable to 1989 et seq., by 
1990, c. 45, subsecs. 51(1), (2). Para. (c) formerly read: 


(c) the amount, if any, by which 


(i) the amount that would be deemed by subsection 
122.4(3) to be paid for the year by him or, where he is the 
spouse and a qualified relation of an eligible individual 
for the year (within the meanings assigned by subsection 
122.4(1)), by that individual, as the case may be, if that 
amount were calculated by reference to the information 
provided in the prescribed form filed for the year: pursu- 
ant to subsection 122.4(3) 


exceeds 


(i1) the amount that is deemed by subsection 122.4(3) to 
be paid for the year by him or the eligible individual of 
whom he is the spouse, as the case. may be, and 


Subsec. 163(2) substituted by ‘1988, c. 55,'s: 142. Subsec. (2) for- 
merly read: 


(2) Every person who, knowingly, or under circumstances 
amounting to gross negligence in the carrying out of any duty 
or obligation imposed by or under this Act, has made or has 
participated in, assented to or acquiesced in the making of, a 
false statement or omission ina return, form, certificate, 
statement or answer (in this section referred to as a “return”) 
filed or made in respect of a taxation. year’as required by or 
under this Act or a regulation, is liable to a penalty of 


(a) 25% of the amount, if any, by which 
(i) the amount, if any, by which 


(A) the tax for the year that would be payable by 
him under this Act 
exceeds 
(B) the amount that would be deemed by subsec- 
_ tion 120(2) to have been Daido on, account of his 
_tax for the year 
if his taxable income for the year were iaaneted by 
adding to the taxable income reported by him in his 
return for the year that portion of his: understatement 
of income for the year that i is reasonably attributable 
to the false statement or omission 
exceeds 
(ii) the amount, if any, by which: 
(A) the tax for the year that would have been 
payable by him under this Act 
exceeds 
(B) the amount that would have been deemed by 
subsection 120(2) to have been paid on account 
of his tax for the year 
had his tax payable for the year ‘been assessed on the 
basis of the information vats in his return for the 
year, 
(b) 25% of the amount, if any, by which 


(i) the amount that would be deemed by subsection 
122.2(1) to be paid for the year by him or} where he 
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is a supporting person of an eligible child of an indi- 
vidual for the year (within the meaning assigned by 
subsection 122.2(2)) and resided with the individual 
at the end of the year, by that individual, as the case 
may be, if that amount were calculated by reference 
to the information provided in the return filed for the 
“year pursuant to that subsection 


exceeds 


(11) the amount that is deemed by subsection 122.2(1) 
to be paid for the year by him or the individual re- 
ferred to in subparagraph (i), as the case may be, 


(b.1) 25% of the amount, if any, by which 


(i) the amount that would be deemed by subsection 
122.4(3) to be paid for the year by him or, where he 
is the spouse and a qualified relation of an eligible 
individual for the year (within the meanings assigned 
by subsection 122.4(1)), by that individual, as the 
case may be, if that amount were calculated by refer- 
ence to the information provided in the prescribed 
form filed for the year pursuant to subsection 
122.4(3) 


exceeds 


(ii) the amount that is deemed by subsection 122.4(3) 
to be paid for the year by him or the eligible individ- 
ual of whom he is the spouse, as the case may be, 


(c) 25% of the amount, if any, by which 


(i) the-amount that would be deemed by subsection 
127.1(1) to be paid for the year by him if that amount 
were calculated by reference to the information pro- 
vided in the return filed for the year pursuant to that 
subsection 


exceeds 


(11) the amount that is deemed by subsection 127.1(1) 
to be paid for the year by him, and 
(d) 25% of the amount, if any, by which 

(i) the amount that would be deemed by subsection 
127.2(2) to be paid for the year by him if that amount 
were calculated by reference to the information pro- 
vided in the return filed for the year pursuant to that 
subsection 


exceeds 


(ii) the amount that is deemed by subsection 127.2(2) 
to be paid for the year by him. 


Para. 163(2)(b:1) added by 1986, c. 55, subsec. 64(1), Paveicabte to 
1986 ‘et seq. 


Para. 163(2)(b) substituted, (c), (d) added by 1984, c. 1, subsec. 
87(1), applicable to 1983 et seg. Para. (b) formerly read: 


(b) 25% of the amount, if any, by which 


(i) the amount that would be deemed by subsection 
122.2(1) to be paid for the year by him or his spouse, as 
the case may be, if that amount were calculated by refer- 
ence to the information provided in the form 


exceeds 
(ii) the amount that is deemed by subsection 122.2(1) to 


be paid for the year by him.or his spouse, as the case may 
be. 


Para. 163(2)(a) substituted by 1980-81-82-83, c. 48, subsec. 90(2), 
applicable to 1980 et seg. Para. (a) formerly read: 


(a) 25% of the amount, if any, by which 


(i) the tax for the year that would be payable by him 
under this Act if his taxable income for the year were 
computed by adding to the taxable income reported by 
him in his return for the year that portion of his under- 
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statement of income for the year that is reasonably attrib- 
utable to the false’ statement or omission 


exceeds 


(1) the.tax for the year that would have been payable by 
him under this Act had his tax payable for the year been 
assessed on the basis of the information provided: in his 
return for the year, and. . 


Subsec. 163(2) substituted ci 1978-79, c. 5,’s. 7. Subsec. (2) for- 
merly read: 


(2) Statements or omissions in return — ~ Every person 
who, knowingly, or under circumstances amounting to gross 
negligence in the carrying out of any duty or obligation im- 
posed by or under this Act, has made, or has participated in, 
assented to or acquiesced in the making. of, a statement or 
omission (in this section referred to as a “false statement”) in 
a-return, cértificate, statement or answer (in this ‘section re- 
ferred to as a “return’”’) filed or made in respect of a taxation 
year as required by or under this Act or a regulation, is liable 
to a penalty of 25% of the amount, if any, by which 


(a) the tax for the year that would be payable by him 
under this Act if his taxable income for the year were 
computed by adding to the taxable income reported by 
him in his return for the year that portion of his under- 
statement of income for the year that is a way attrib. 
utable to the false statement 


. exceeds 


(b) the tax for the year that would have been payable by 
him under this Act had his tax payable for the year been 
assessed on the basis of the information provided in his 
return for the. year. 


Subsec.. 163(2) substituted by L9TT-T8 Rex: s. 77, applicable after 
March 31, 1977. Subsec. (2) formerly read: 


(2) Every person who, knowingly, or under circumstances 
amounting to gross negligence in the carrying out of any duty 
or obligation imposed by or under this Act, has made, or has 
participated in, assented to or acquiesced in the making of, a 
statement or omission in a return, certificate, statement or an- 
swer filed or made as required by or under this Act ora regu- 
lation, as a result of which the tax that would have been paya- 
ble by him for a taxation year if the tax had been assessed on 
the basis of the information provided in the return, certificate, 
statement, or answer is less than the tax payable by him for 

_the year, is liable to a penalty of 25% of the amount by which 
the tax that would so have been payable is less than the tax 
payable by him for the year. ' | 


Selected Cases [subsec. 163(2)]: Hildebrandt v. R., [1997] 3 
C.T.C. 2936 (TCC) (Failure to keep adequate records of substantial 
business was gross negligence); Findlay v. R., [1997] 3 C.T.C. 2010 
(TCC) (Gross negligence of tax-return preparer attributed to tax- 
payer and penalties applied); MacDonald v. R., [1997] 3 C.T.C. 
2195 (TCC) (Penalties applid even when CCA available to reduce 
net tax payable to nil; penalties relate to undeclared income, not 
amount of tax payable); Skukan v. Canada, [1997] 1 C.T.C. 2228 
(TCC) (Minister must, have more than hearsay evidence to impose 
penalties); Wiese v.. Canada,, [1995]\2.C.T.C.. 2246 (TCC) (Persis- 
tent failure to comply with statutory duty to report income sufficient 
to justify penalty); Hudson Bay Mining & Smelting Co. v. Canada, 
[1989] 2 C.T.C. 309 (FCA) leave to appeal to SCC refused; (sub 
nom. Hudson Bay Mining & Smelting Co. v. MNR) (1990), 106 NR 
16 (note) (Company making non-refundable “gift” after sale trans- 
action; amount paid held to be part of sale transaction); The Queen 
v. Sharma, [1987] 2.C.T.C: 253 (Ont. SC) (Civil penalty upon tax 
evasion not criminal guilt under Charter); De Graaf v.. The Queen, 
[1985] 1 C.T.C. 374 (FCTD) (Penalties imposed on sole operator of 
business); Venne, v. The Queen, [1984] C.T.C. 223 (FCTD) (Penal- 
ties quashed when taxpayer relied completely on bookkeeper); The 
Queen v.- Columbia Enterprises Ltd., [1983] C.T.C. 204 (FCA) 
(Penalty levied when intent and conduct of accountant attributed to 
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taxpayer); May v. The Queen, [1982] C.T.C. 66 (FCTD). (Penalty 
levied for failing to report profit on income account); The Queen v. 
Whittle, 79 DTC 5011 (B.C. SC) (Assessment of penalty is adminis- 
trative and civil matter; writ of prohibition denied); Cloutier v. The 
Queen, [1978] C.T.C. 702 (FCTD) (Penalty for gross negligence 
upheld against taxpayer failing to include advances from'controlled 
corporation); Beech v. The Queen, [1977] C.T.C. 361 (FCTD) (Pen- 
alty upheld against taxpayer not providing accountants with suffi- 
cient information); Danalan Investments Ltd. v. MNR, [1973] 
C.T.C. 251 (FCTD) (Penalties imposed on taxpayer not. revealing 
relationships with associated companies); MNR v. Weeks, [1972] 
C.T.C. 60 (FCTD) (No false statement where taxpayer relied on ac- 
countant’s error); MNR v. Panko, [1971] C.T.C. 467 (SCC) (Penal- 
ties imposed after taxpayer convicted for same offences); Udell v. 
MNR, [1969] C.T.C. 704 (Exch) (Taxpayer not liable for penalty 
upon errors due to gross negligence of accountant). 


Interpretation Bulletins: IT-256R: Gains from theft, dofalcation 
or embezzlement. 


Information Circulars: 73-10R3: Tax évasion. 


Application Policies: SR&ED 96-05: Penalties under subsec. 
163(2).. 


(2.1) Interpretation — For the purposes of subsec- 
tion (2), the taxable income reported by a person in 
the person’s return for a taxation year. shall be 
deemed not to be less than nil and the “understate- 
ment of income” for a year of a person means the 
total of 


(a) the amount, if any, by which 


(i) the total of all amounts that were not re- 
ported by the person in the person’s return and 
that were required to be included in comput- 
ing the person’ s income efor the year 


exceeds 


(ii) the total of such of the amounts deductible 
by the person in computing the person’s in- 
come for the year under the provisions of this 
Act as were wholly applicable to the amounts 
referred to in subparagraph (i) and were not 
deducted by the person in computing the per- 
son’s income for the year reported by the per- 
son in the person’s return, 


(b) the amount, if any, by which 


(i) the total of all amounts deducted by the 
person in computing the person’ s income. for 
the year reported bY the person in the person’s 
return 


exceeds 


(ii) the total of such of the amounts referred to 
in subparagraph (i) as were deductible by the 
person in computing the person’s income for 
the year in accordance with the provisions of 
this Act, and 


(c) the amount, if any, by which 


(i) the total of all amounts deducted» by. the 
person (otherwise than by virtue of section 
111) from the person’s income for the purpose 
of computing the person’s taxable income for 
the year reported by the person in the person’s 
return 
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exceeds | 


(ii) the total of all amounts adudapis by the 
person (otherwise. than by virtue of section 
111) from the person’s income for the purpose 
of computing the person’s.taxable income for 
the year in accordance with the Brey of 
this Act. 


Related Provisions: 163(3) — Burden of proof; 163(4) — Effect 
of carryback of losses ete. 


Pre-RSC History: All that portion of subsec!’ 163(2.1) preceding 
para. (a) amended by 1985, c. 45,.s. 92; to substitute “and, the ‘un- 
derstatement of income’ for a yeat of a person” for “and the ‘under- 
statement of income for a year’ of a person”. 


Paras, 163(2.1)(a), (b) substituted by 1977-78, -c. 32, s. 40, applica- 
ble in respect of statements or omissions made after April 10, 1978. 
Paras. 163(2.1)(a), (b). formerly read: 
(a) the amount, if any, by which the aggregate of 
(i) the amount of his gross revenue for the year not re- 
ported by him in his return, and ~ 
(ii) each amount not reported by him in his return that 
was required to be included in computing his income for 
the year by virtue of subparagraph 40(1)(a)(ii), paragraph 
12(1)(d) or (e) or subsection 59(2) or. (2.1) 
exceeds 


(iii) the aggregate of the amounts deductible by him for 
othe purpose of computing his income. forthe year under 
the provisions ‘of this Act (other than by virtue of para- 
graph 20(1)(a) or (b)-or ‘section 28) that were wholly at- 
tributable tothe amounts referred to in subparagraph (i) 
or (ii) and were not deducted by him.in. computing his 
income for the year reported by him in his return, 


(b) the amount, if any, by which 
(1) the aggregate of amounts deducted by him in comput- 
ing his income for the year reported by him in his return 
exceeds 
(ii) the aggregate of amounts deductible. by him in his re- 
turn in computing his income for the year in accordance 
with the provisions. of this Act, and 


Subsec. 163(2.1) added by 1977-78, c. 1, s..77; applicable after 
March 31, 1977. 


(2.2) False statement or omission — Every per- 
son who, knowingly or under circumstances amount- 
ing to gross negligence, has made or has participated 
in, assented to or acquiesced in the making of, a false 
statement or omission. ina renunciation that was. to 
have been effective as of a particular date and that is 
purported to have been made under any. of subsec- 
tions 66(10) to (10.3), (12.6), (12.601) and (12.62) 
[and (12.64) before 1999 —.ed.], otherwise than be- 
cause of the application of subsection: 66(12.66), is 
liable to a penalty of 25% of the amount, if any, by 
which 


(a) the amount set out in the renunciation in re- 
spect of Canadian exploration expenses; Cana- 
dian development expenses or Canadian cee and 
gas property expenses 

exceeds 


(b) the amount in respect of Canadian exploration 
expenses, Canadian development expenses or Ca- 
nadian oil and gas property expenses, as the case 
may be, that the corporation was entitled under 
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the applicable subsection to renounce as of that 


particular date. 


Related Provisions: 163(2.21) — Penalty relating to 66(12.66); 
163(3) — Burden of proof. See also Related provisions and Defini- 
tions at end of s. 163. ; 


History: The opening words of subsec. 163(2.2) amended by 1997, 
c. 25, subsec. 52(1), applicable to acts and omissions that occur af- 
ter April 25, 1997 except that, in connection with purported renun- 
ciations made before 1999, the expression “(12.601) and (12.62)” in 
subsec. (2.2) shall be read as “(12.601), (12.62) and (12.64)”.. The 
opening words formerly read: 


(2.2) Every person who, knowingly or under circumstances 
amounting to gross negligence, has made or has participated 
in, assented to or acquiesced in the making of, a false state- 
ment or omission in any renunciation that is effective as of a 
particular date and that is made under any of subsections 
66(10) to (10.3), (12.6), (12.601), (12.62) and (12.64) is liable 
to a penalty of 25% of the amount, if any, by which 


The opening words of subsec. 163(2.2) amended by 1994, c. 8, sub-_ | 


sec. 26(2), applicable from May 12, 1994. They formerly: read: 


(2.2) Every person who, knowingly or under circumstances + 
amounting to gross negligence, has made or has participated 
in, assented to or acquiesced in the making of, a false state- 
ment or omission in any renunciation that is effective as of a 
particular date and that is made under any of subsections 
66(10) to (10.3), (12.6), (12.62) and (12.64) is liable to a pen- 
alty of 25% of the amount, if any, by which 


Pre-RSC History: Subsec. 163(2.2) added by 1986, c. 55, subsec. 
64(2). 


(2.21) False statement or omissions with 
respect to look-back rule — A person is liable to 
the penalty determined under subsection Gb 22) 
where the person, 


(a) knowingly or under circumstances amounting 
to. gross negligence has made or has participated 
in, assented to or acquiesced in the making of, a 
false statement or omission in a document re- 
quired to be filed under subsection 66(12.73) in 
respect of a renunciation purported to have been 
made because of the application of subsection 
66(12.66); or 


(b) fails to file the document on or before the day 
that is 24 months after the day on or before which 
it was required to be filed. 


History: Subsec. 163(2.21) added by 1997, c. 25, subsec. 52(2), 
applicable April 25, 1997. 


(2.22) Penalty — For the purpose of subsection 
(2.21), the penalty to which a person is liable in re- 
spect of a document required to be filed under sub- 
section 66(12.73) is equal to 25% of the amount, if 
any, by which 
(a) the portion of the excess referred to in subsec- 
tion 66(12.73) in respect of the document that 
was known or that ought to have been known by 
the person 


exceeds 


(b) where paragraph (2.21)(b) does not apply, the 
portion of the excess identified in the document, 
and 


(c) in any other case, nil. 


S. 163(2.4)(d)(ii) 


Related Provisions: 162(7) — Additional penalty. 


History: Subsec. 163(2.22) added by 0997 Cues SUDSEC: DID). 
applicable April 25, 1997. 


(2.3) Idem — Every person who, knowingly or 
under circumstances amounting to gross negligence, 
makes or participates in, assents to or acquiesces in 
the making of, a false statement or omission in a pre- 
scribed form required to be filed under. subsection 
66(12.691) or (12.701) is liable to a penalty of 25% 
of the amount, if any, by which 


(a) the assistance required to be reported in re- 
spect of a person or partnership in the prescribed 
form 


exceeds 


(b) the assistance reported in the prescribed form 
in respect of the person or partnership. 
Related Provisions: See Related provisions and Definitions at 
end of s. 163. 


History: Subsec. 163(2,3) added. by. 1994, Cidssoene Te (1991. c: 
49), subsec. 135(1). 


(2.4) False statement or omission — Every per- 
son or partnership who, knowingly or under circum- 
stances amounting to gross negligence, makes or 
participates in, assents to or acquiesces in, the mak- 
ing of a false statement or omission in a return is lia- 
ble to a penalty of 


(a) where the return is required to be filed under 
section 233.1, $24,000; 


(b) where the return is required to be filed under 
section 233.2, the greater of 


(i) $24,000, and 


(ii) 5% of the total of all amounts each of 
which is the fair market value of property 
transferred or loaned (determined as of the 
time of the transfer or loan) because of which 
there would, if no other transfer or loan were 
taken into account, be an obligation to file the 
return; 


(c) where the return is required to be filed under 
section 233.3 for a taxation year or fiscal period, 
the greater of 


(i) $24,000, and 


(ii) 5% of the greatest of all amounts each of 
which is the total of the cost amounts to the 
person or partnership at any time in the year 
or period of a specified foreign property (as 
defined by subsection 233.3(1)(a)) of the per- 
son or partnership in respect of which the 
false statement or omission is made; 


(d) where the return is required to be filed under 
section 233.4 for a taxation year or fiscal period, 
the greater of 


(i) $24,000, and 
(ii) 5% of the greatest of all amounts each of 
which is the total of the cost amounts to the 


person or partnership at any time in the year 
or period of a property of the person or part- 
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nership that is a share of the capital stock or 
indebtedness of the foreign affiliate in respect 
of which the return is being filed; and 


(e) where the return is required to be. filed under 
section 233.6 for a taxation year or fiscal period, 
the greater of 


(i) $2,500, and 
(ii) 5% of the total of 


(A) all amounts each of which is the fair 
market value of a property that is distrib- 
uted to the person or partnership in the 
year or period by the trust and in respect of 
which the false statement or omission is 
made, and | 


(B) all amounts each of which is the great- 
est unpaid principal amount of a debt that 
is owing to the trust by the person or part- 
nership in the year or period and in respect 
of which the false statement or omission is 
made. 
Related Provisions: 162(10), (10.1) — Penalty for failure to file 
return; 163(2.5) — Shares or debt owned by controlled foreign affil- 
iate; 163(2.6), (2.7) — Application to partnerships; 163(2.9) — 
Where partnership liable to penalty; 163(2.91) — Application to 
non-resident trusts; 233.5. — Due diligence defence to penalty. 


History: Subsec. 163(2.4) added by 1997, c. 25 subsec. 52(3), ap- 
plicable to returns required to be filed on or before a day that is after 
April 29, 1998. 


(2.5) Shares or debt owned by controlled 
foreign affiliate — For the purpose of paragraph 
(2.4)(d), 


(a) shares or indebtedness owned by a controlled 
foreign affiliate of a person or partnership are 
deemed to be owned by the person or partnership; 
and 


(b) the cost amount at any time of such shares or 
indebtedness to the person or partnership is 
deemed to be equal to 20% of the cost amount at 
that time to the controlled foreign affiliate of the 
shares or indebtedness. 


Related Provisions: 163(2.6)— Application to partnerships; 
163(2.91) — Application to non-resident trusts. 


History: Subsec. 163(2.5) added by 1997, c. 25 subsec. 52(3), ap- 
plicable to returns required to be filed on or before a day that is after 
April 29, 1998. 


(2.6) Application to partnerships — For the 
purposes of paragraph (2.4)(d) and subsection (2.5), 
in determining whether a non-resident corporation or 
trust is a foreign affiliate or a controlled foreign af- 
filiate of a partnership 


(a) the definitions “direct equity percentage” and 
“equity percentage” in subsection 95(4) shall be 
read as if a partnership were a person; and 


(b) the definitions “controlled foreign affiliate” 
and “foreign affiliate” in subsection 95(1) shall 
be read as if a partnership were a taxpayer resi- 
dent in Canada... 
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History: Subsec, 163(2.6) added by 1997, c. 25 subsec. 52(3), ap- 
plicable to returns required to be filed on or before a day that is after 
April 29, 1998. 


(2.7) Application to partnerships — For the 
purpose of subsection (2.4), each act or omission of 
a member of a partnership in respect of an informa- 
tion return required to: be filed by the partnership 
under section 233.3, 233.4 or 233.6 is deemed to be 
an act or omission of the partnership in respect of the 
return. 


Related Provisions: 163(2.8) — Tiers of partnerships, 


History: Subsec. 163(2.7) added by 1997, c. 25 subsec. 52(3), ap- 
plicable to returns required to be filed on or before a day that is after 
April 29, 1998. ann 


(2.8) Application to members of partner- 
ships — For the purposes of this subsection and 
subsection (2.7), a person who is a member of a part- 
nership. that is a member of another partnership is 
deemed to. be a member of the other partnership. 

History: Subsec. 163(2.8) added by 1997, c. 25 subsec. 52(3), ap- 


plicable to returns required to be filed on or before a day that is after 
April 29, 1998. 


(2.9) Where partnership liable to penalty — 
Where a partnership is liable to a penalty under sub-. 
section (2.4), sections 152, 158 to 160.1, 161 and 
164 to 167 and Division J apply, with any modifica- 
tions that the circumstances require, to the penalty as 
if the partnership were a corporation. SO2S 

History: Subsec. 163(2.9) added by 1997, c. 25 subsec. 52(3), ap- 


plicable to returns required to be filed on or before a:day. that is after 
April 29, 1998. 


(2.91) Application to non-resident trusts — 
For the purposes of this subsection, paragraph 
(2.4)(d) and subsection (2.5), 


(a) a non-resident trust is deemed to be a con- 
trolled foreign affiliate of each beneficiary of 
which the trust is a controlled foreign affiliate for 
the purpose of section 233.4; 


(b) the trust is deemed to be a non-resident corpo- 
ration having a capital stock of a single class di- 
vided into 100 issued shares; 


(c) each beneficiary under the trust is deemed to 
own at any time the number of the issued shares . 
of the corporation that is equal to the proportion 
of 100 that | 


(i), the fair market value at that time of the 
beneficiary’s beneficial interest in the trust. 


is of 
(ii) the fair market value at that time of all 
beneficial interests in the trust; and 


(d) the cost amount to a beneficiary at any time of 
a share of the corporation is deemed to be equal 
to the amount determined by the formula 


A 


B 
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where 


A is the fair market value at that time of the ben- 
eficiary’s beneficial interest in the trust, and 


B is the number of shares deemed under para- 
graph (c) to be owned at that time by the ben- 
eficiary in respect of the corporation. — 

History: Subsec. 163(2.91) added by 1997, c. 25 subsec. 52(3), ap- 


plicable to returns required to be filed on or before a day that is after 
April 29, 1998. 


(3) Burden of proof in Rasceel of penalties — 
Where, in any appeal under this Act, any penalty as- 
sessed by the Minister under this section is in issue, 
the burden of establishing the facts justifying the as- 
sessment of the penalty is on the Minister. 

Related Provisions: 15.1(5) — Small business development 
bond — penalties; 15.2(5) — Small business bond — penalties. 


Selected Cases [subsec. 163(3)}: Dick v. MNR, [1991] 2 
C.T.C. 2034 (TCC); appealed to FCTD (Aug. 30, 1991), File T- 
2251-91 (Since Minister failed to show fraud or misrepresentation 
reassessments for two taxation years statute-barred); Levy v. MNR, 
[1989] 2 C.T.C. 151 (FCTD) (Penalties reduced in proportion to re- 
duction of taxpayer's income under net worth assessments); The 
Queen v. Taylor, [1984] C.T.C. 436 (FCTD) (Burden of proof in 
appeal from assessment and in appeal of penalty remains with tax- 
payer and Crown respectively); Decore v. The Queen, [1974] 
C.T.C. 791 (FCA) (Penalty denied when accountant of taxpayer not 
grossly negligent). 


(4) Effect of carryback of losses etc. — In de- 
termining under subsection (2.1) the understatement 
of income for a taxation year of a person, the follow- 
ing amounts shall be deemed not to be deductible or 
excludable in computing the person’s income for the 
year: 


(a) any amount that may be deducted rages Sec- 
tion 41 in respect of the person’s listed-personal- 
property loss for a subsequent taxation year; 


(b) any amount that may be excluded from the 
person’s income because of section 49 in respect 
of the exercise of any option in a subsequent tax- 
ation year; 


(b.1) any amount that may be deducted under 
subsection 147.2(4) in computing the person’s in- 
come for the year because of the application of 
subsection 147.2(6) as a result of the person’s 
death in the subsequent taxation year; and 


(c). any amount that may be deducted in comput- 
ing the person’s income for the year because of 
an election made under paragraph 164(6)(c) or 
(d) in a subsequent taxation year by the person’s 
legal representative. 
History: Para. 163(4)(b.1) added by 1998, c. 19, subsec. 189(3), 
applicable to taxpayers who die after 1992. 


Subsec. 163(4) added by 1994, c. 7, Sch. I (1991, c. 49), subsec. 
135(2), applicable to amounts referred to in the subsec. in respect of 
subsequent taxation years ending after July 13, 1990. 


Related Provisions [s. 163]: 18(1)(t)— Penalty is non-deducti- 
ble; 161(11)—lInterest on penalty; 180.1(4), 181.7, 183(3), 
183.2(2), 187(3), 187.6, 189(8), 190.21, 191.4(2), 193(8), 195(8), 
196(4), 202(3), 204.3(2), 204.7(3), 204.87, 204.93, 204.94(4), 
207(3), 207.2(3), 207.4(2), 207.7(4), 208(4), 209(5), 210.2(7), 
211.5, 211.6(5), 219(3), 227(10.01), 227(10.1)(c), 211.91(3), 


S. 164(1)(a)(i). 


247(11) — Provisions of s: 163 apply for purposes of Parts 1.2, 1.3, 
HL, IV, IV, V,- VE, Via, VU, VII, IX, X, X.1, X.2, K.3;.X.4, X.5, 
XL, XL.1,,. X12, X1.3,, XI, Xs ,, XUL2,. XIL3; XILAy, X15.) XI1.6, 
XIV and XVI.1 respectively; 220(3.1) — Waiver of. penalty; 
239(3) — Penalty assessment cannot be issued after charge laid if 
person convicted. ; 


Selected Cases [s. 163]: Pompa v. Canada, [1995] 1 C.T.C. 466 
(FCA) (Judge cannot use facts from another proceeding where those 
facts not entered in evidence in case to be decided). 


Definitions [s. 163]: “amount”, “assessment” — 248(1); “Cana- 
dian development expense” — 66.2(5), 248(1); “Canadian explora- 
tion expense” — 66.1(6), 248(1); “Canadian oil and gas property 
expense” — 66.4(5), 248(1); “child” — 252(1); “controlled foreign 
affiliate? —95(1), .. 163(2.91)(a),. 248(1); . “corporation” — 
163(2.91)(b), 248(1), Interpretation Act 35(1);.“‘fiscal period” — 
249.1; “individual”, “Minister” — 248(1); “net capital loss”, “non- 
capital loss” — 111(8), 248(1); “owned” — 163(2.5); “person”, 
“prescribed”, “property” — 248(1); “restricted farm loss” — 31, 
248(1); “return” — 163(2); “spouse” — 252(4)(a); “tax payable” — 
248(2); “ zs 8(1); “taxation year” — 249; 
“trust” — 104(1), 248(1), (3). 


Information Circulars [s. 163]: 73-10R3: Tax evasion. 


163.1 Penalty for late or deficient instal- 
ments — Every person who fails to pay all or any 
part of an instalment of tax for a taxation year on or 
before the day on or before which the instalment is 
required by this Part to be paid is liable to a penalty 
equal to 50% of the amount, if any, by which 


(a) the interest payable by the person under sec- 
tion 161 in respect of all instalments for the year 


exceeds the greater of 
(b) $1,000, and 


(c) 25% of the interest that would have been pay- 
able by the person under section 161 in respect of 
all instalments for the year if no instalment had 
been made for that year. 
Related Provisions: 18(1)(t) — Penalty is non-deductible; 
161(2.2) — ing i 
Interest — limitation — farmers and fishermen; 161(4.01) — Limi- 
tation — other individuals; 161(4.1) — Limitation — corporations; 
161(7) Effect of carryback of loss, etc.; 161(11) — Interest on 
penalties; 211.5(2) — Interest on instalments of Part XII.3 tax. See 
also Related provisions at end of s. 163. 
Pre-RSC History: S. 163.1 added by 1988, c. 55, s. 143, applica- 
ble with respect to instalments of tax payable for taxation years 
commencing after June 1989. 
Definitions [s. 163.1]: saidouint? -— 248(1); “instalment” — 
155-157; “person” —:248(1); “taxation year’ — 249. 
Information Circulars: 81-11R3: Corporate instalments; 92-2: 
Guidelines for the cancellation and waiver of interest and penalties. 


Refunds 


164. (1) Refunds — If the return of a taxpayer’s in- 


come for a taxation year has been made within 3 
years from the end of the year, the Minister 


(a) may, 
(i) before mailing the notice of assessment for 
the year, where the taxpayer is a qualifying 
corporation (as defined in subsection 
127.1(2)) and claims in its return of income 


1457 


S. 164(1)(a)(i) 


under this Part for the year to have paid an 
amount on account of its tax payable under 
this Part for the year by reason of subsection 
127.1(1) in respect of its refundable invest- 
ment tax credit (as defined in subsection 
127.1(2)), refund without application therefor, 
all or any part of any amount claimed in the 
return as an overpayment for the year, not ex- 
ceeding the amount by which the total deter- 
mined under paragraph (f) of the definition 
“refundable investment tax credit” in subsec- 
tion 127.1(2) in respect of the taxpayer for the 
year exceeds the total determined under para- 
graph (g) of that definition in respect of the 
taxpayer for the year, and 


(ii) on or after mailing the notice of ‘assess- 
ment for the year, refund without application 
therefor, any overpayment for the year, to the 
extent that the overpayment was not refunded 
pursuant to subparagraph (1); and 


(b) shall, with all due dispatch, make the refund 
referred to in subparagraph. (a)(ii) after mailing 
the notice of assessment if application for. it is 
made in writing by the taxpayer within the period 
within which the Minister would be allowed 
under subsection 152(4) to assess tax payable 
under this Part by the taxpayer for the year if that 
subsection were read without reference to para- 
graph 152(4)(a). 


Related Provisions: 144(9) — Employees profit sharing plans — 
refunds; 160.1 — Where excess refunded; 164(1.8) — Request to 
pay refund to prescribed province; 164(2.2) — Child Tax Benefit 
form deemed to be a return of income; 164(3) — Interest on re- 
funds; 220(6) — Assignment of corporation’s tax refund; Tax Re- 
bate Discounting Act — Assignment of personal income tax refund 
to tax return preparer. 


History: Subpara. 164(1)(a)(i) amended by 1998, c. 19, subséc. 
190(1), applicable to taxation years that end after December 2, 
1992. Subpara. 164(1)(a)(i) formerly read: 


(i) before mailing the notice of assessment for the year, where 
the taxpayer is a qualifying corporation (within the meaning 
assigned by subsection 127.1(2)) and claims in the taxpayer’s 
return of income under this Part for the year to have paid an 
amount on account of the taxpayer’s tax under this Part for 
the year by reason of subsection 127.1(1) in respect of the 
taxpayer’s refundable investment tax credit for the year 
(within the meaning assigned by subsection 127.1(2)), refund 
without application therefor, all or any part of any amount 
claimed in the return as an overpayment for the year, not ex- 
ceeding the amount by which the total determined under sub- 
paragraph (a)(vi) of the definition “refundable investment tax 
credit” in subsection 127.1(2) in respect of the taxpayer for 
the year exceeds the total determined under subparagraph 
(a)(vii) of that definition in respect of the taxpayer for the 
year, and 


Para. 164(1)(b) amended by 1998, c. 19, subsec.’ 190(2), applicable 
after April 27, 1989. Para. 164(1)(b) formerly read: 


(b) shall, with all due dispatch, make the refund referred to in 
subparagraph (a)(ii) after mailing the notice of assessment if 
application therefor has been made in writing by the taxpayer 
within the period determined under paragraph 152(4)(b) or 
(c), as the case may be, within which the Minister may reas- 
sess tax payable by the taxpayer for the year. 
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Pre-RSC History: Para. 164(1)(b) substituted by 1990, c.. 39, 
subsec. 43(1), applicable after April 27, 1989. Para. 164(1)(b) for- 
merly read: 


(b) shall, with all due dispatch, make such a refund referred to 
in subparagraph (a)(ii) after mailing the notice of assessment 
if application therefor has been made in writing by the tax- 
payer within 


(i) the 6 year period referred to in ada od 152(4)(b), 
where that paragraph applies, and 

(ii) the 3 year period referred to in paragraph 152(4)(c), 
in any other case. 


Subsec. 164(1) substituted by 1988, c. 55, subsec. 144( Th) Subsec. 
164(1) formerly read: 


164. (1) Refund — If the return of a taxpayer’s income for a 
taxation year has been made within 3 years from the end of 
the year, the Minister 


(a) may, on or after mailing the notice of assessment for . 
the year, refund without uss therefor, any over- 
payment for the year; and 


(b) shall, with all due dispatch, make such a refund after 
mailing the notice of assessment if application therefor 
has been made in writing by the taxpayer within 


(i) the 6 year period referred to in paragraph 
152(4)(b), where that paragraph applies, and 
(ii) the 3 year period referred to in paragraph 
152(4)(c), in any other case. 
Para. 164(1)(a) amended by 1985, c. 45, subsec. 93(1), to substitute’ 
“any overpayment for the year” for “any overpayment made on ac- 
count of the tax”. 


Subsec. 164(1) substituted by 1984, c. 45, subsec. 67(1), to substi- 
tute “3” for “4” in that portion preceding para. (a) and in subpara. 
(b)Gi) and to substitute “6” for “7” in subpara. (b)Q), applicable 
with respect to refunds for 1983 er seq. 


Para. 164(1)(b) substituted by 1984, c. 1, subsec. 88(1), applicable 
after April 19, 1983. Para. 164(1)(b) formerly read: 


(b) shall make such a refund after mailing the notice of as- 
sessment if application therefor has been made in writing by 
the taxpayer within 4 years from the end of the year. 


Para. 164(1)(a) substituted by 1978-79, ¢.°5,s. 8, applicable to 1978 
et seq., to substitute “on or after” for “upon”. 


Selected Cases [subsec. 164(1)]: Interprovincial Steel and 
Pipe Corp. Ltd. v. The Queen, [1986] 2 C.T.C. 473 (FCA), (Minis- 
ter’s power of assessment cannot be used to collect interest previ- 
ously over-refunded). 


Information Circulars: 75-7R3: RidSossment of a return of in- 
come; CAIXIC 92-3: Guidelines for refunds beyond thé normal 
three-year period. 


(1.1) Repayment on objections and ap- 
peals — Subject to subsection (1.2), where a tax- 
payer 
(a) has under section 165 served a notice of ob- 
jection to an assessment and the Minister has not 
within 120 days after the day of service con- 
firmed or varied the assessment or made a reas- 
sessment in respect thereof, or 


(b) has appealed from an assessment to the Tax 
Court of Canada, 


and has applied in writing to the Minister for a pay- 
ment or surrender of security, the Minister shall, 
where no authorization has been granted under sub- 
section 225.2(2) in respect of the amount assessed, 
with all due dispatch repay all amounts paid on ac- 
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count of that amount or surrender security accepted 
therefor to the extent that 


(c) the lesser of 


(i) the total of the amounts so paid and the 
value of the security, and 


(ii) the amount so assessed 
exceeds 
(d) the total of. 


(i) the amount, if any, so assessed that is not 
in controversy, and 


(ii) where the taxpayer is a large corporation 
(within the meaning assigned by subsection 
225:1(8)), '/2 of the amount so assessed that is 
in controversy. 
Related Provisions: 164(1.6) — 164(1.1) does not apply to se- 
curity under s. 116; 225.1(7) — Limitation on collection restric- 
tions — large corporations. 
History: Para. 164(1.1)(d) amended by 1994, c. 7, Sch. VIII (1993, 
c. 24), subsec. 97(1), applicable after June 10, 1993, except that, 
where a taxpayer has served a notice of objection under the Act 
with respect to a notice of assessment of tax, interest or penalties 
under the Act mailed before 1992, the reference in subpara. (ii) to 
“I,” shall, in application before 1994 with respect to that notice of 
objection, be read as “'/4”. Para. (d) formerly read: 


(d) the amount, if any, so assessed that is not in controversy. 


Pre-RSC History: Para. 164(1.1)(b) amended by 1988, c. 61, 
subsec. 45(1), to delete “or to the Federal Court-Trial Division, oth- 
erwise than pursuant to subsection 172(1)” from the end, in force 
January 1, 1991. 


Subsec. 164(1.1) amended by 1988, c. 55, subsec. 144(2). Subsec. 
(1.1) formerly read: 


(1.1) Repayments on objections and appeals — Subject 
to subsection (1.2), where a taxpayer 


(a) has under section 165 served a notice of objection to 
an assessment and the Minister has not within 120 days 
after the day of service confirmed or varied the assess- 
ment or made a reassessment in respect thereof, or 


(b) has appealed from an assessment to the Tax Court of 
Canada or to the Federal Court — Trial Division, other- 
wise than pursuant to subsection 172(1), 


and has applied in writing to the Minister for a payment or 
surrender of security, the Minister shall with all due dispatch 
repay all amounts paid on account of the amount assessed or 
surrender security accepted therefor to the extent that 


(c) the lesser of 


(i) the aggregate of the amounts so paid and the 
value of the security, and 
(ii) the amount so assessed 
exceeds 
(d) the amount, if any, so assessed that is not in 
controversy. 


(1.2) Collection in jeopardy — Notwithstanding 
subsection (1.1), where, on application by the Minis- 
ter made within 45 days after the receipt by the Min- 
ister of a written request by a taxpayer for repayment 
of an amount or surrender of a security, a judge is 
satisfied that there are reasonable grounds to believe 
that the collection of all or any part of an amount 
assessed in respect of the taxpayer would be jeopard- 
ized by the repayment of the amount or the surrender 
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of the security to the taxpayer under that subsection, 
the judge shall order that the repayment of the 
amount or a part thereof not be made or that the se- 
curity or part thereof not be surrendered or. make 
such other order as the judge considers reasonable in 
the circumstances. 


Related Provisions: 225.2(2) — Lifting of collection restrictions 
where collection of tax in jeopardy. 


(1.3) Notice of application — The Minister shall 
give 6 clear days notice of an application under sub- 


_ section (1.2) to the taxpayer in respect of whom the 


application is made. 


Related Provisions: Interpretation Act 27(1) — Calculation of 
“clear days”. 


(1.31) Application of subsecs. 225.2(4), (10), 
(12) and (13) — Where an application under sub- 
section (1.2) is made by the Minister, subsections 
225.2(4), (10), (12) and (13) are applicable in respect 
of the application with such modifications as the cir- 


cumstances require. 


Pre-RSC History: Subsecs. 164(1.2) and (1.3) substituted and 
subsec. (1.31) added by 1988, c. 55, subsec. 144(2). Subsecs. (1.2) 
and (1.3) formerly read: 


(1.2) Collection in jeopardy — Where it may reasonably be 
considered that collection of all or any part of an amount as- 
sessed in respect of a taxpayer would be jeopardized by a re- 
payment of an amount or surrender of security to the taxpayer 
under subsection (1.1), the Minister may direct that the repay- 
ment of the amount or a part thereof not be made or that the 
security or part thereof not be surrendered and shall give no- 
tice of the direction to the taxpayer by personal service or by 
registered letter addressed to the taxpayer at his latest known 
address. 


(1.3) Applications of subsections 225.2(2) to (8) — 
Where, pursuant to subsection (1.2), the Minister has given 
notice to the taxpayer of a direction, subsections 225.2(2) to 
(8) are applicable in respect of the direction with such modifi- 
cations as the circumstances require. 


Subsecs. 164(1.1)-(1.3) added by 1985, c. 45, subsec. 93(2), appli- 
cable with respect to notices of objection served after 1984 and to 
appeals from assessments objected to after 1984. 


(1.4) Provincial refund — Where, at any time, a 
taxpayer is entitled to a refund or repayment on ac- 
count of taxes imposed by a province or as a result 
of a deduction in computing the taxes imposed by a 
province and the Government of Canada has agreed 
to make the refund or repayment on behalf of the 
province, the amount thereof shall be a liability of 
the Minister of National Revenue to the taxpayer. 

Pre-RSC History: Subsec. 164(1.4) added by 1987, c. 46, s. 55, 


applicable in respect of amounts refundable or repayable after De- 
cember 17, 1987. 


| (1.5) [Late refund of overpayment] — Notwith- 


standing subsection (1), the Minister may, on or after 
mailing a notice of assessment for a taxation year, 
refund all or any portion of any overpayment of a 
taxpayer for the year 


(a) if the taxpayer is an individual (other than a 
trust) or a testamentary trust and the taxpayer’s 
return of income under this Part for the year was 
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‘filed later than 3 years after the end of the year; 
or nyeg | | 
(b) where an assessment or a redetermination was 
made under subsection 152(4.2) or 220(3. 1) or 
(3.4) in respect of the-taxpayer. ~ 


Related Provisions: 152(4.2) — Reassessment with taxpayer’ 2 


consent; 164(3.2) — Interest on refunds and repayments. 


History: Para. 164(1.5)(b) amended by 1994, c. 7, Sch. VIII (1993, 
c./24), subsec, 97(2), to add reference to subsection-220(3.1); appli- 
cable to 1985 et seq. 


Subsec. 164(1.5), added by. 1994, c. 7, Sch. II (1991, ¢. 49), subsec. 
136(1), applicable to refunds for 1985 et seg. 


Information Circulars: 75-7R3: Reassessment of a return of in- 
come; 92-3: Guidelines for refunds beyond the normal. three-year 
period. 


(1.6) Refund of U! premium tax credit — Not- 
withstanding subsection (1), where an overpayment 
on account of a taxpayer's lability under this Part is 
deemed to have arisen under subsection 126.1(6) or 
(7), the Minister shall, with all due dispatch, refund 
the amount of the overpayment without application 
for it. 


Related Provisions: 164(3) — No interest on refund. 


History: Subsec. 164(1.6) added by 1994, c. 8, subsec. 27(1), ap- 
plicable after 1992. 


(1.7) Limitation of repayment on objections 
and appeals — Subsection (1.1) does not apply in 
respect of an amount paid or security furnished 
under section 116 by a non-resident person. 


History: Subsec. 164(1.7) added by 1994, c. 8; subsec. 164(1.7), 
applicable from May 12, 1994. 


(1.8) Request to pay refund to province — An 
individual (other than a. trust) may, in. the individ- 
ual’s return of income for a taxation year, request the 
Minister to pay to Her Majesty in right of a pre- 
scribed province all or any part of a refund for the 
year claimed by the individual in the return and, 
where the individual makes such a request, 


(a) the Minister may make the payment to Her 
Majesty in right of the province in’ accordance 
with the request; and. 


(b) the amount of the payment is deemed to have 
been refunded under this section to the individual 
at the time a notice of an original assessment of 
tax payable under this Part by the individual for 
the year, or a notification that no tax is payable 
under this Part by the individual for the year, 1s 
sent to the individual. 


Related Provisions: 241(4)(m) — Disclosure of information by 
Revenue Canada to prescribed province. 


History: Subsec. 164(1:8) added by 1998, c. 19, subsec. 190(3), 
applicable to requests made in returns of income for 1997 et seq. 
taxation years filed after 1997. 


Subsec. 190(12) of the said.c. 19 provides that for the purpose of 
applying subsec. 164(1.8), Ontario is deemed. to. be. a prescribed 
province until the Income Tax Regulations are amended to prescribe 
a province for the purpose of subsec. 164(1.8). 


Regulations: None yet, but subsec. 190(12) of 1998: c. qq deems 
Ontario to be a prescribed province until Regulations ‘are provided. 
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Ontario is to be prescribed in the Regulations (Department of Fi- 
nance Technical Notes, December 1997)... . 


(2) Application to other debts — Instead of 
making.a refund or repayment that. might otherwise 
be made under this section, the Minister may, where 
the taxpayer is, or is about to become, liable to make 


_ any payment to Her Majesty in right of Canada or in 


right of a province, apply the amount of the refund 
or repayment to that other liability and —e the 
taxpayer of that action. 


Related Provisions: 164(2.1) — Application, of, GST credit; 
164(2.2) — Application to refunds under s. 122. 61; 164(3.2) — In- 
terest on refunds and repayments; 164(7) — Overpayinet defined; 
165 — Objections to assessments; 169 — Appeals; 172 — Appeals; 
203 — Set-off of Part X refund; 224.1 —Set-off of tax debt against 
other amount owing by the Crown to the. taxpayer; 227,\— With- 
holding taxes; 241(4)(d)(xiii)(B) — Disclosure of information by. 
Revenue Canada to provincial officials for set-off Purposes. 


History: Subsec. 164(2) amended by 1998, c; 19; subsec. 190(4),. inj 
force on June 18, 1998. Subsec. 164(2) formerly read: 


(2) Application to other debts — Instead of making a re- 
fund or repayment that, might otherwise be made.under this 
section, the Minister may, where the taxpayer is liable or 
about to become liable to make any payment to Her Majesty 
in right of Canada, apply the amount of the refund or repay- 
ment to that other liability and. notify the taxpayer of that 
action. 


Subsec. 164(2) amended by 1994, c. 7, Sch. H.(1991, c,.49), subsec.. 
136(2), to substitute “to Her Majesty in right of Canada” for “under 
this Act’, and “other debts” for ‘‘other taxes” in the heading. 


_ Pre-RSC History: Subsec. 164(2) substituted by 1984, c. 45, 


subsec.. 67(1), to substitute “making a: refund or vepayment”. for 

“making a refund” and “the amount of the refund or repayment” for 
“the amount of the overpayment”, applicable after February 15, 
1984. 


(2.1) Application respecting refunds lider Ss. 
122.5 — Where an amount deemed under section 
122:5 to be paid by an individual during’ a month 
specified for a taxation year is applied under subsec- 
tion (2) to a liability of the individual’ and the indi- 
vidual’s return of income for the year is filed on or 
before the individual’s balance-due day for the year, 
the amount is deemed to have been so appliéd on the 
day on which the amount would have been refunded 
if the individual were not liable to make a payment 
to Her Majesty in right of Canada. 


History: Subsec. 164(2.1) amended by, 1998, c. 19, subsec. 190/5), 
in force on June 18, 1998. Subsec. 164(2.1) formerly read: 


(2:1) Application respecting refunds under section 
122.5 — Where an amount deemed under section 122.5 to be 
paid by an individual during a month specified for a taxation — 
year is, in accordance with subsection (2); applied to a liabil- 
ity of the individual, for the purposes of that subsection, the 
amount shall, to the extent that it is so Bppliey be deemed to 
be paid on the latest of 


(a) the last day of the month, 


(b) where the month is the first month specified for a tax- 
ation year ending after 1989, the day that is the earlier of 
the day the amount is applied and the last day of the sec- 
ond month specified for the year, and 


(c) where the individual’s return of income - for the year 
or the individual’s prescribed form for the year referred 
to. in subsection 122.5(3) is filed after the day ‘on or 
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before which the return is required to be filed, the day the 
amount is applied. 


Pre-RSC History: Subsec. 164(2.1) added by 1990, c. 45, subsec. 
52(1), applicable to 1989 et seq. 


(2.2) Application respecting refunds re 
section 122.61 — Subsection (2) does not apply to 
a refund to be made to a taxpayer and arising be- 
cause of section 122.61 except to the extent that the 
taxpayer’s liability referred to in that subsection 
arose from the operation of paragraph 160.1(1)(a) 
with respect to an amount refunded to the taxpayer 
in excess of the amount to which the taxpayer was 
entitled because of section 122.61. 


(2.3) [Child Tax Benefit] Form deemed to be a 
return of income — For the purpose of subsection 
(1), where a taxpayer files the form referred to in 
paragraph (b) of the definition “return of income” in 
section 122.6 for a taxation year, the form shall be 
deemed to be a return of the taxpayer’s income for 
that year and a notice of assessment thereof shall be 
deemed to have been mailed by the Minister. 

History: Subsecs. 164(2.2), (2.3) added by 1994, c. 7, Sch. VII 


(1992, c. 48), subsec. 18(1), piionae to overpayments arising af- 
ter 1992. 


(3) Interest on refunds and repayments — 
Where under this section an amount in respect of a 
taxation year (other than an amount or portion 
thereof that can reasonably be considered to arise 
from the operation of section 122:5, 122.61 or 126.1) 
is refunded or repaid to a taxpayer or applied to an- 
other liability of the taxpayer, the Minister shall pay 
or apply interest on it at the prescribed rate for the 
period beginning on the day that is the latest of 


(a) where the taxpayer is an individual, the day 
that is 45 days after the individual’s balance-due 
day for the year, 


(b) where the taxpayer is a corporation, the day 
that is 120 days after the end of the-year, 


(c) where the taxpayer is 


(i) a corporation, the day on which its return 
of income for the year was filed under section 
150, unless the return was filed on or before 
the corporation’s filing-due date for the year, 
and 


(ii) an individual, the day that is 45 days after 
the day on which the individual’s return of in- 
come for the year was filed under section 150, 


(d) in the case of a refund of an overpayment, the 
day the overpayment arose, and 


(e) in the case of a repayment of an amount in 
controversy, the day an overpayment equal to the 
amount of the repayment would have arisen if the 
total of all amounts payable on account of the 
taxpayer’s liability under this Part for the year 
were the amount by which 


(i) the lesser of the total of all amounts paid 
on account of the taxpayer’s liability under 
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this. Part for the year and the total of all 
amounts assessed by the Minister as payable 
under this Part by the taxpayer for the year 


exceeds 
(it) the amount repaid, 


and ending on the day the amount is refunded, repaid 
or applied, unless the amount of the interest so calcu- 
lated is less than $1, in which event no interest shall 
be paid or applied under this subsection. 


Related Provisions: 12(1)(c) ++ Interest is taxable; 122.7(3) — 
Refund interest adjustment for U.S. social security tax credit due to 
treaty amendment; 129(2.1)—TInterest on dividend refund; 
131(3.1), 132(2.1) — Interest on capital gains refund; 133(7.01) — 
Interest on, allowable refund; 202(3), (4) — Application of certain 
provisions. of Part I;221.1 — Application of interest where legisla- 
tion retroactive; 248(11) — Interest compounded daily. 


History: Paras. 164(3)(a), (c) amended by 1996, c 21, subsecs. 
44(1), (2), applicable to 1995 et sal Paras. (a) and ‘(c) ‘formerly 
read: | 


(a) where the taxpayer is an individual, the day that is 45 days 
after the day on or before which the taxpayer’s return of in- 
come under this Part for the year was required to be filed 
under section 150 or would have been required to be so filed 
if tax under this Part were payable by the taxpayer for the 
year, 


(c) the day or, where the taxpayer is an individual, the day 
that is 45 days after the day, on which the taxpayer’s return of 
income under this’ Part for the year was filed under section 
150, unless the return was filed on or’before the day on or 
before which it was required to be filed, 


The opening words of 164(3) amended by 1994, c. 8, subsec. 27(2), 
applicable after 1992. They formerly read: 


(3) Interest on refunds and repayments — Where under 
this section an amount in respect of a taxation year (other 
than an amount or portion thereof that-can reasonably be con- 
sidered to arise because of section 122.5 or 122.61) is re- 
funded or repaid to a taxpayer or applied to another liability 
of the taxpayer, the Minister shall pay or apply interest 
thereon at. the prescribed rate for the period beginning on the 
day that is the latest of 


Paras. 164(3)(a), (c) amended by 1994, c..7, Sch. VIII.(1993, c. 24), 
subsecs. 97(3), (4), applicable to returns of income filed after 1992. 
Paras. (a) and (c) formerly read: 


(a) where the taxpayer.is an individual, the day on or before 
which the taxpayer’s return of income under this Part for the 
year was required to be filed under section 150 or would have 
been required to be so filed if tax under this Part were paya- 
ble by the taxpayer for the year, 


(c) the day on which the taxpayer’s return of income under 
this Part for the year was filed under section 150, unless the 
return was filed on or before the day on or before which it 
was required to be filed, or would have been required to be 
filed if tax under this Part were payable by the taxpayer for 
the year, 

That portion of subsec. 164(3) preceding para, (a) amended to add 


reference to s. 122.61, by 1994, c. 7, Sch. VII (1992, c. 48), subsec. 
18(2), applicable to overpayments arising after 1992. 


Pre-RSC History: That portion of subsec. 164(3) preceding para, 
(a) substituted by 1990, c. 45, subsec. 52(2), applicable to 1989 et 
seq. That portion formerly read: 
(3) Interest on refunds and repayments — Where under 
this section an amount in respect of a taxation year is re- 
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funded or repaid to a taxpayer or applied to another liability, 
the Minister shall pay or apply interest thereon at the pre- 
scribed rate for the period beginning on the day that is the 
latest of the following days: 


That portion of subsec. 164(3) preceding para. (a) amended by 
1986, c. 6, subsec. 90(1), to substitute “an amount in respect of a 
taxation year is refunded or repaid to a taxpayer’ for “an amount 
paid on account of a taxpayer’s tax under this Part for a taxation 


year 1s refunded or repaid”, applicable as of January 1, 1987, except | 


that interest is not payable under subsection (3) for any part of a 
period before that day on an amount refunded or repaid in respect of 
interest or a penalty paid by a taxpayer. 


Paras. 164(3)(d), (e) substituted by 1986, c. 6, subsec. 90(2), appli- 
cable as of January 1, 1987, with the exception noted above. Paras. 
164(3)(d), (e) formerly read: 


(d) in the case of a refund of an overpayment of tax, the day 
the overpayment arose, and 


(e) in the case of a repayment of tax in controversy, the day 
an overpayment equal to the amount of the repayment would 
have arisen if the tax payable by the taxpayer under this Part 
for the year were the amount by which 


(i) the lesser of the amount paid on account of his tax 
payable under this Part for the year and the amount as- 
sessed by the Minister as tax payable under this Part by 
the taxpayer for the year 


exceeds 
(ii) the amount repaid, 


Subsec. 164(3) substituted by 1985, c. 45, subsec. 93(4), applicable 
with respect to refunds and repayments made or applied after 1984, 
except that with respect to refunds or repayments of amounts paid 
by taxpayers in respect of taxes for the 1984 or a preceding taxation 
year 


(a) paragraph 164(3)(a) shall be read without reference to the 
words “where the taxpayer is an individual”; 


(b) subsection 164(3) shall -be read without reference to para- 
graph (b) thereof; and 


(c) paragraph 164(3)(c) shall be read without reference to the 
words “unless the return was filed before the day on or before 
which it was required to be filed, or would have been required 
to be filed if tax under this Part were payable by him for the 
year’. 


Subsec. 164(3) formerly read: 


(3) Interest on overpayments — Where an amount. in tre- 
spect of an overpayment for a taxation year is refunded, or 
applied under this section on other liability, interest at a pre- 
scribed rate per annum shall be paid or applied thereon for the 
period beginning with the latest of 


(a) the day when the overpayment arose, 


(b) the day on or before which the return of income for 
the year was required to be filed or would have been re- 
quired to be filed if tax were payable for the year, and 


(c) the day when the return of income for the year was 
actually filed, 


and ending with the day of refunding or application aforesaid, 
unless the amount of the interest so calculated is less than $1, 
in which event no interest shall be paid or applied under this 
subsection. 


Subsec. 164(3) substituted by 1984, c. 1, subsec. 88(2), applicable 
with respect to interest paid or applied after April 19, 1983. Subsec. 
164(3) formerly read: 


(3) Interest on overpayments — Where an amount in re- 
spect of an overpayment is refunded, or applied under this 
section on other liability, interest at a prescribed rate per an- 
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num shall be paid or applied thereon for the period commenc- 
ing with the latest of 


(a) the day when the overpayment arose, 


(b) the day on or before which the return of the income in 
respect of which the tax was paid was required to be 
filed, and 


(c) the day when the return of income was actually filed, 


and ending with the day of refunding or application aforesaid, 
unless the amount of the interest so calculated is less than $1, 
in which event no. interest shall be paid or applied under this 
subsection. 


Regulations: 4301(b) (prescribed rate of interest). 


I.T. Application Rules: 62(2) (subsec. 164(3) applies to interest 
payable in respect of any period after December 23, 1971). 


Information Circulars: 81-11R3: Corporate instalments. 


(3.1) Idem — Where at a particular time interest has 
been paid to, or applied to a liability of, a taxpayer 
under subsection (3) or (3.2) in respect of an over- 
payment and it is determined at a subsequent time 
that the actual overpayment was less than the over- 
payment in respect of which interest was paid or ap- 
plied, . 
(a) the amount by which the interest that has been 
paid or applied exceeds the interest, if any, com- 
puted in respect of the amount that is determined - 
at the subsequent time to be the actual overpay- 
ment shall be deemed to be an amount (in this 
subsection referred to as “the amount payable”) 
that became payable under this Part by the tax- 
payer at the particular time; 


(b) the taxpayer shall pay to the Receiver General 
interest at the prescribed rate on the amount paya- 
ble computed from that particular time to the day 
of payment; and 


(c) the Minister may at any time assess the tax- 
payer in respect of the amount payable and, 
where the Minister makes such an assessment, 
the provisions of this Division are applicable, 
with such modifications as the circumstances re- 
quire, in respect of the assessment as though it 
had been made under section 152. 

Related Provisions: 20(1)(ll) — Deduction on repayment of in- 


terest; 221.1 — Application of interest where legislation retroactive; 
248(11) — Interest compounded daily. 


History: That portion of subsec. 164(3.1) preceding para. (a) 
amended by 1994, c. 7, Sch. II (1991, c. 49), subsec. 136(3), to sub- 
stitute “under subsection (3) or (3.2)” for “pursuant to subsection 
(3)”, applicable to refunds for 1985 e7 seq. 


Pre-RSC History: Para. 164(3.1)(b) substituted by 1985, c. 45, 
subsec. 93(5). Para. 164(3.1)(b) formerly read: 


(b) the taxpayer shall pay interest, at the rate prescribed for 
the purposes of subsection 161(1), on the amount payable for 
the period beginning at the particular time and ending on the 
date of payment; and 


Subsec. 164(3.1) added by 1984, c. 1, subsec. 88(2), applicable with 
respect to interest paid or applied after April 19, 1983. 


Regulations: 4301(a) (prescribed rate of interest). 
(3.2) Idem — Notwithstanding subsection (3), 


where the amount of an overpayment of a taxpayer 
for a taxation year is determined because of an as- 
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sessment made under subsection 152(4.2) or 
220(3.1) or (3.4) and an-amount in respect thereof is 
refunded to, or applied to another liability of, the 
taxpayer under subsection (1.5) or (2), the Minister 
shall pay or apply interest thereon at the prescribed 
rate for the period beginning on the day the Minister 
received the application therefor, in a form satisfac- 
tory to the Minister, and ending on the day the 
amount is refunded or applied, unless the amount of 
the interest so calculated is less than $1, in which 
case no interest shall be paid or applied under this 
subsection. 

Related Provisions: 221.1 — Application of interest where legis- 
lation retroactive; 248(11) — Interest compounded daily. 


History: Subsec. 164(3.2) amended by 1994, c..7, Sch. VIII (1993, 
c. 24), subsec: 97(5),; applicable: to: 1985. et seg. Subsec. (3.2) for- 
merly read: 

_(3.2) Idem — Notwithstanding subsection (3), where the 
amount of an overpayment of a taxpayer for a taxation year is 
determined because of subsection 152(4.2) or 220(3.4) and an 
amount in respect thereof is refunded to, or applied to another 
liability, of, the taxpayer under subsection (1.5). or (2), the 
Minister shall pay or apply interest thereon at the prescribed 
rate for the period beginning on the day that the Minister re- 
ceived, in a form satisfactory to the Minister, the relevant ap- 
plication. and ending on the day the amount is refunded or 
applied, unless the amount of the interest so calculated is less 
than $1, in which case no interest shall be paid or applied 
under this subsection. ~ 

Subsec. 164(3.2) added by 1994, c. hh Sch. II (1991, G! Bae subsec. 
136(4), applicable to refunds for 1985 et seq. 


Regulations: 4301(b) (prescribed ‘rate of interest). 


(4) Interest on interest repaid — Where at any 
particular time interest has been paid to, or applied to 
a liability of, a taxpayer pursuant to subsection (3) in 
respect of the repayment of an amount in contro- 
versy made to, or applied to a liability of, the tax- 
payer and it is determined at a subsequent time that 
the repayment or a part thereof is payable by the tax- 
payer under this Part, the following rules apply: 


(a) the interest so paid or applied on that part of 
the repayment that is determined at the subse- 
quent time to be payable by the taxpayer under 
‘this Part shall be deemed to be an amount (in this 
subsection referred to as the “interest excess’’) 
that became payable under this Part by the tax- 
payer at the particular time; 


(b) the taxpayer shall pay to the Receiver General 
interest at the prescribed rate on the interest ex- 
cess computed from the soe time to the day 
of payment; and 7 


(c) the Minister may at any time assess the tax- 
payer in respect of the interest excess and, where 
the Minister makes such an. assessment, ‘the pro- 
visions of this Division and Division J are appli- 
cable, with such modifications as the circum- 
stances require, in respect. of the assessment as 
though it had been made under section 1572. 
Related Provisions: 12(1)(c) — Interest is taxable; 20(1)(I1) — 
Deduction for interest repaid; 202(3), (4) — Application of certain 
provisions of Part I;:221.1 — Application of interest where legisla- 
tion retroactive; 248(11) — Interest compounded daily. 


S. 164(4.1) 


Pre-RSC History: All that portion of subsec..164(4) preceding 
para. (b) amended by 1986, c. 6, subsec. 90(3), to substitute, in the 
portion preceding para. (a), “the repayment of an amount in contro- 
versy” for “a repayment of tax in controversy”, applicable as of Jan- 
uary 1, 1987. 


| Subsec. 164(4) substituted by 1985, c. 45, subsec. 93(6), applicable 


with respect to repayments made or APRN after 1984. Subsec. 
164(4) formerly read: 


(4) Idem — Where, by a decision of the Minister under sec- 
tion 165 or by a decision of the Tax Court of Canada, the 
Federal Court of Canada or the Supreme Court of Canada, it 
is. finally determined that the tax payable by a taxpayer for a 
taxation year under this Part is less than the amount assessed 
by the assessment under section 152 to which the objection 
was made or from which the appeal was taken and the deci- 
sion makes it appear that there has been an overpayment for 
the taxation year, the interest payable under subsection (3) on 
that overpayment shall. be computed at the rate per annum 
prescribed for the purposes of subsection 161(2) instead of 
that prescribed for the purposes of subsection (3). 


Subsec. 164(4) substituted by 1980-81-82-83, ¢:'158,.s. 58, to sub- 
stitute “Tax Court of Canada” for “Tax Review Board”, applicable 
from July 18, 1983. 


Selected Cases [subsec. 164(4)]: MNR v. Gunnar Mining Ltd., 
[1970] C.T.C. 152 (Exch) (Taxpayer not entitled to interest on over- 
payment; Tax Appeal Board lacks jurisdiction to substitute judg- 
ment previously delivered). 

Regulations: 4301(a) (prescribed rate of interest). 


1.T. Application Rules: 62(2) (subsec. 164(4) applies to interest 
payable in respect of any period after December 23, 1971). 


(4.1) Duty of Minister — Where the Tax Court of 
Canada, the Federal Court of Appeal or the Supreme 
Court of Canada has, on the disposition of an appeal 
in respect of taxes, interest or a penalty payable 
under this Act by a taxpayer resident in Canada, 


(a) referred an assessment back to the Minister 
for reconsideration and reassessment, or 


(b) varied or vacated an assessment, 


the Minister shall with all due dispatch, whether or 
not an appeal from the decision of the Court has 
been or may be instituted, 


(c) where the assessment has been referred back 
to the Minister, reconsider the assessment and 
make a reassessment in accordance with the deci- 
sion of the Court, unless otherwise directed in 
writing by the taxpayer, and 

(d) refund any overpayment resulting from the 
variation, vacation or reassessment, 


and the Minister may repay any tax, interest or pen- 
alties or surrender any security accepted therefor by 
the Minister to that taxpayer or any other taxpayer 
who has filed another objection or instituted another 
appeal if, having regard to the reasons given on the 
disposition of the appeal, the Minister is satisfied 
that it would be just and equitable to do so, but for 
greater certainty, the Minister may, in accordance 
with the provisions of this Act, the Tax Court of 
Canada Act, the Federal Court Act or the Supreme 
Court Act as they relate to appeals from decisions of 
the Tax Court of Canada or the Federal Court, appeal 
from the decision of the Court notwithstanding any 
variation or vacation of any assessment by the Court 
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or any reassessment made by the Minister under par- 
agraph (c). , 
Related Provisions: 152(1.2)(c) — Subsec. 164(4.1) does not ap- 


ply to determination under 152(1.4); 169(2)(a) — Limitation of 
right to appeal. 


Pre-RSC History: Subsec. 164(4:1) substituted by 1988, c. 61, 
subsec. 13(2), in force January 1, 1991. Subsec. 164(4. ” formerly 
read: 


(4.1) Duty of Minister — Where the Tax Court of Canada, 
the Federal Court of Canada or the Supreme Court of Canada 
has, on the disposition of an appeal in respect of taxes, inter- 
est or a penalty payable under this Act by a taxpayer resident 
in Canada, 


(a) referred an assessment back to the Minister for recon- 
sideration and reassessment, 


(b) varied or vacated an assessment, or 
(c) ordered the Minister to repay tax, interest or penalties, 


the Minister shall with all due dispatch, whether or not an 
appeal from, the decision. of the Court has. been or may. be 
instituted, 


(d) where the assessment has been referred back to him; 
reconsider the assessment and make a reassessment in ac- 
cordance with the decision of the Court, unless otherwise > 
directed in writing by the taxpayer, 


(e) refund any overpayment resulting from thé variation, 
vacation or reassessment, and 


(f) where paragraph (c) is applicable, repay any tax, inter- 
est or penalties as ordered, 


and the Minister may repay any tax, interest or penalties or 
surrender any security accepted therefor by him to.any other 
taxpayer who has filed an objection or instituted an appeal if, 
having regard to the reasons given on the disposition of the 
appeal, he is satisfied that it would be just and equitable to do 
so, but for greater certainty, the Minister may, in accordance 
with the provisions of this Act, the Federal Court Act or the 
Supreme Court Act as they relate to appeals from decisions of 
the Tax Court of Canada or the Federal Court, appeal from 
the decision of the Court notwithstanding any variation or va- 
cation of any assessment by the Court or. any reassessment 
made by the Minister under paragraph (d), and any such ap- 
peal from a decision of the Tax Court of Canada shall pro- 
ceed as if it were an appeal from the assessment that was re- 
ferred back, varied or vacated, 


Paras. 164(4.1)(d), (e) substituted by 1985, c. 45, subsec. 93(8), to 
move the words “unless otherwise directed in writing by the tax- 
payer” from (e) to (d), applicable after February 15, 1984. 


Subsec. 164(4.1) added by 1984, c..45, subsec. 67(2), applicable af- 
ter February 15, 1984. 


Selected Cases [subsec. 164(4.1)]: Indalex Ltd. v. The Queen, 
[1986] 2 C.T.C, 482 (FCA) (Appeal from certain assessments par- 
tially successful and litigation continued; Minister issues reassess- 
ments in accordance with Trial Division judgment; such reassess- 
ments do not cancel original assessments). 


(5) Effect of carryback of loss, etc. — For the 
purpose of subsection (3), the portion of any over- 
payment of the tax payable by a taxpayer for a taxa- 
tion year that arose as a consequence of 


(a) the deduction of an amount, in respect of a 
repayment under subsection 68.4(7) of the Excise 
Tax Act made in a subsequent taxation year, in 
computing the amount determined under subpara- 
graph 12(1)(x.1)(ii), 
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(b) the deduction of an amount under section 41 
in respect of the taxpayer’s listed-personal-prop- 
erty loss for a subsequent taxation year, 


(c) the exclusion of an amount from the tax- 
payer’s income for the year by virtue of section 
49 in respect of the exercise of an option in a sub- 
sequent taxation year, 


(d)the deduction of an amount under section 
118.1 in respect of a gift made in a subsequent 
taxation year or under section 111 in respect of a 
loss for a subsequent taxation year, 


(e) the deduction of an amount under subsection 
126(2) in respect of an unused foreign tax credit 
(within the meaning assigned by. subsection 
126(7)) for a subsequent taxation year, 


(f) the deduction of an amount under subsection 
127(5) in respect of property acquired or an ex- 
penditure made in a subsequent taxation year, 


(g) the deduction of an amount under section 
125.2 in respect of an unused Part VI tax credit 
(within the meaning assigned by subsection 
125.2(3)) for a subsequent taxation year, 


(h) the deduction of an amount under section 
125.3 in respect of an unused Part I.3 tax credit- 
(within the meaning assigned by subsection 
125.3(3)) for a subsequent taxation year, 


(h.01) the deduction of an amount under subsec- 
tion 147.2(4) in computing the taxpayer’s income 
for the year because of the application of subsec- 
tion 147.2(6) as a result of the Fe ipa s death in 
the following taxation year, 


(h.1) the deduction of an amount in computing 
the taxpayer’s income for the year by virtue of an 
election for a subsequent taxation year under par- 
agraph (6)(c) or (d) by the taxpayer’s legal 
representative, 


(h.2) the deduction BP an amount send a nae: 
tion 181.1(4) in respect of an unused surtax credit 
(within the meaning assigned by subsection 
181.1(6)) of the taxpayer for a subsequent taxa- 
tion year, or 


(h.3) the deduction of an amount under subsec- 
tion 190.1(3) in respect of an unused: Part I tax 
credit (within the meaning assigned by subsection 
190.1(5)) of the taxpayer for a subssqoyt taxa- 
tion year, 


shall be deemed to have arisen on the ci that is the 
latest of 


(i) the first day immediately following that subse- 
quent taxation year, 


(j) the day on which the taxpayer’s or the tax- 
payer’s legal representative’s return of income 
for that subsequent taxation year was filed, 


(k) where an amended return of the taxpayer’s in- 
come for the year or a prescribed form amending 
the taxpayer’s return of income for the year was 
filed under paragraph (6)(e) or subsection 49(4) 
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or 152(6), the day on which the amended return 
or prescribed form was filed, and 


(1) wheve, as a consequence of a request in writ- 
ing, the Minister reassessed the taxpayer’s tax for 
the year to take into account the deduction or ex- 
clusion, the day on which the request was made. 


Related Provisions: 161(7) — Effect of loss carryback. 


History: Para. 164(5)(h.01) added by 1998, c. 19, subsec. 190(6), 
applicable to taxpayers who die after 1992. 


Para. 164(5)(a) amended by 1997, c. 26, subsec. 86(1), applicable to 
1997 et seq. Para. (a) formerly read: 


(a) the deduction of an amount under neat 
12(1)(x.1)Gi)(A)CD in respect of a fuel tax rebate repayment 
made in a subsequent taxation year, 


Paras. 164(5)(h.2) and (h.3) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 97(6), (h.2) applicable to 1992 et seg., and (h.3) appli- 
cable to 1991 et seq. 


Para. 164(5)(a) added by 1994, c. 7, Sch. VI (1992, c. 29), Mase 
9(1), applicable to 1992 et seq. 


Pre-RSC History: Para. 164(5)(h) added by 1990, c. 39, subsec. 
43(2), applicable to taxation years ending after June 1989. 


Para. 164(5)(d) substituted by 1988, c. 55, subsec. 144(3), applica- 
ble to 1988 et seq. Para. 164(5)(d) formerly read: 


(d) the deduction of an amount under section 110 in respect 
of a gift made in a subsequent year or under section 111 in 
respect of a loss for a subsequent taxation year, 


Para. 164(5)(g) substituted and para. (h) repealed by 1988, c. 55, 
subsec. 144(4), applicable to 1988 et seg. Paras. 164(5)(g) and (h) 
formerly read: 


(g) the deduction of an amount under subsection 127.2(1) in 
respect of his unused share-purchase tax credit for a subse- 
quent taxation year, 


(h) the deduction of an amount under subsection 127.3(1) in 
respect of his unused scientific research and experimental de- 
velopment tax credit for a subsequent taxation year, 


Para. 164(5)(h.2) repealed by 1988, c. 55, subsec. 144(5), applicable 
to 1988 et seq. Para. 164(5)(h.2) formerly read: 


(h.2) the deduction of an amount under subsection 120,.2(2) in 
respect of his minimum tax for a subsequent taxation year, 


Para. 164(5)(h) amended by 1986, c. 6, subsec. 15(3), to substitute 
“scientific research and experimental development” for “scientific 
research”, applicable to taxation years ending after May 23, 1985. 


Para. 164(5)(h.2) added by 1986, c. 55, subsec. 65(1), applicable to 
taxation years commencing after 1983. 


Para. 164(5)(a) repealed by 1986, c. 6, subsec. 90(4), applicable to 
1986 et seq. Para. 164(5)(a) formerly read: 


(a) the deduction of an amount under paragraph 3(e) by virtue 
of his death in a subsequent taxation year and the consequent 
application of section 71 in respect of an allowable capital 
loss for the year, 


Para. 164(5)(h.1) added by 1986, c. 6, subsec. 90(5) and paras. (j), 
(k) amended by subsec..90(6), to substitute, in (j), “the taxpayer’s or 
his legal representative’s” for “the taxpayer’s” and, in (k), “the tax- 
payer’s income for the year” for “the taxpayer’s income for the tax- 
ation year” and “filed under subsection 49(4) or 152(6) or paragraph 
(6)(e)” for “filed in accordance with subsection 49(4) or 152(6)”, 
applicable to 1985 et seq. 


Subsec. 164(5) amended by 1985, c. 45, subsec. 93(10), applicable 
with respect to subsequent taxation years referred to therein ending 
after 1984, to re-letter the next four paragraphs after ’para. (d) as (e) 


S. 164(5.1)(f) 


to (h) instead of (d.1) to (g) and to substitute all that pemipn follow- 
ing para. (g), which portion formerly read: 


shall be deemed to have arisen on the later of 


(h) the day on which his return of income under section 
150. was filed for that subsequent taxation year, and 


(i) the day on or before which the taxpayer is, or would 
be if tax under this Part were payable by him for that sub- 
sequent taxation year, required to file his return of in- 
come under section 150 for that subsequent taxation year. 


Para. 164(5)(d.1) added by 1984, c. 45, subsec. 67(3), applicable to 
1984 et seq. 


Subsec. 164(5) substituted by 1984, c. 1, subsec. 88(3), applicable 
where the subsequent taxation year referred to in subsec. 164(5), as 
substituted, ends after 1982, except that in its application to a subse- 
quent taxation year ending before April 20, 1983, the portion of any 
overpayment of the tax payable by a taxpayer, referred to in subsec. 
164(5), as substituted, shall be deemed to have arisen on the first 
day immediately following the subsequent taxation year. Subsec. 
164(5) formerly. read: 


(5) Effect of carryback of loss — Where a taxpayer is enti- 
tled to deduct ‘under section 111 in computing his taxable in- 
come for a taxation year an amount in respect of a loss for the 
taxation year immediately following the taxation year (in this 

‘subsection referred to as “the loss year”), and the amount of 
the tax payable for the taxation year is relevant in determin- 
ing an overpayment for the purpose of computing interest 
under subsection (3) for any portion of a period ending on or 
before the last day of the loss year, the tax payable for the 
taxation year shall be deemed to be the amount that it would 
have been if the taxpayer were not entitled to deduct any 
amount under section 111 in respect of that: loss. 


Information Circulars: 81-11R3: Corporate instalments. 


(5.1) Idem — Where a repayment made under sub- 
section (1.1) or (4.1) or an amount applied under 
subsection (2) in respect of a repayment, or a part 
thereof, may reasonably be regarded as being in re- 
spect of a claim made by a taxpayer in an objection 
to or appeal from an assessment of tax for a taxation 
year for | 


(a) the deduction of an amount, in respect of a 
repayment under subsection 68.4(7) of the Excise 
Tax Act made in a subsequent taxation year, in 
computing the amount determined under subpara- 
graph 12(1)(x.1)(i), 

(b) the deduction of an amount under section 41 
in respect of the taxpayer’s listed-personal-prop- 
erty loss for a subsequent taxation year, 


(c) the exclusion of an amount from the tax- 
payer’s income for the year by virtue of section 
49 in respect of the exercise of an option in a sub- 
sequent taxation year; 


(d) the deduction of an amount under section 
118.1 in respect of a gift made in a subsequent 
taxation year or under section 111 in respect of a 
loss for a subsequent taxation year, 


(e) the deduction of an amount under subsection 
126(2) in respect of an unused foreign tax credit 
(within the meaning assigned by subsection 
126(7)) for a subsequent taxation year, 


(f) the deduction of an amount under subsection 
127(5) in respect of property acquired or an ex- 
penditure made in a subsequent taxation year, 
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(g) the deduction of an amount under section 
125.2 in respect of an unused Part VI tax credit 
(within the meaning assigned by subsection 
125.2(3)) for a subsequent taxation year, 


(h) the deduction of an amount under section 
125.3 in respect of an unused Part I.3 tax credit 
(within the meaning assigned by subsection 
125.3(3)) for a subsequent taxation year, 


(h.01) the deduction of an amount under subsec- 
tion 147.2(4) in computing the taxpayer’s income 
for the year because of the application of subsec- 
tion 147.2(6) as a result of the taxpayer’s deatied in 
the following taxation year, 


(h.1) the deduction of an amount in computing , 
the taxpayer’s income for the year by virtue of.an | 


election for a subsequent taxation year under par- 
agraph (6)(c) or (d) by the taxpayer’s legal 
representative, 

(h.2) the deduction of ‘an amount under subsec- 
tion 181.1(4) in respect of an unused surtax credit 
(within the meaning assigned by subsection 
181.1(6)) of the taxpayer for a subsequent taxa- 
tion year, or 


(h.3) the deduction of an amount under subsec- 
tion 190.1(3) in respect of an unused. Part I tax 
credit (within the meaning assigned by subsection 
190.1(5)) of the taxpayer for a subsequent taxa- 
tion year, 


interest shall not be paid or applied thereon for any 
part of a period that is before the latest of 


(i) the first day immediately following that subse- 
quent taxation year, 


(j) the day on which the taxpayer’s or the tax- 
payer’s legal representative’s return of income 
for that subsequent taxation year was filed, 


(k) where an amended return of the taxpayer’s in- 
come for the year or a prescribed form amending 
the taxpayer’s return of income for the year was 
filed under paragraph (6)(e) or subsection 49(4) 
or 152(6), the day on which the amended return 
or prescribed form was filed, and 


(1) where, as a consequence of a request in writ- 
ing, the Minister reassessed the taxpayer’s tax for 
the year to take into account the deduction or ex- 
clusion, the day on which the request was made. 


History: Para. 164(5.1)(h.01) added by 1998, c. 19, subsec. 190(7), 
applicable to taxpayers who die after 1992. 


Para. 164(5.1)(a) amended by 1997, c. 26, subsec. 86(2), applicable 
to 1997 et seq. Para. (a) formerly read: 


(a) the deduction of an + amount under subclause 
12(1)(x.1)(ii)(A)CD in respect of a fuel tax rebate repayment 
made in a subsequent taxation year, 
Paras. 164(5.1)(h.2) and (h.3) added by 1994, c. 7, Sch. VIII (1993, 
c. 24), subsec. 97(7), (h.2) applicable to 1992 et seq., and (h.3) ap- 
plicable to 1991 et seq. 
Para. 164(5.1)(a) added by 1994, c. 7, Sch. VI (1992, c. 29), subsec. 
9(2), applicable to 1992 et seq. 
Pre-RSC History: Para. 164(5.1)(h) added by 1990, c. 39, subsec. 
43(3), applicable to taxation years ending after June 1989. 
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Para. 164(5.1)(d) amended by 1988; c: 55, subsec. 144(6), to substi- 
tute “section 118.1” for “section 110”, applicable to 1988 et seq. 


Para. 164(5.1)(g) substituted and para. 164(5.1)(h) repealed by 
1988, c. 55, subsec. 144(7), applicable to 1988 ef seq. Paras. 
164(5.1)(g) and (h) formerly read: 


(g) the deduction of an amount under A disedinnd 127.2(1) in 
respect of his unused share-purchase tax credit for a subse- 
quent taxation year, 


(h) the deduction of an amount under subsection 127.3(1) in 
respect of his unused scientific research and experimental de- 
velopment tax credit for a subsequent taxation year, 


Para. 164(5.1)(h.2) repealed by 1988, c. 55, subsec, 144(8), applica- 
ble to 1988 et seg. Para. 164(5.1)(h.2) formerly read: 


(h.2) the deduction of an amount under subsection 120.2(2) in 
respect of his minimum tax for, a subsequent taxation year, 


Para. 164(5.1)(h) amended by 1986,.c. 6, subsec. 15(3), to substitute 
“scientific research and experimental development’ for “scientific 
research”, applicable to taxation years ending after May 23, 1985. 


Para. 164(5.1)(h.2) added by 1986, c. 55, subsec. 65(2), applicable 
to taxation years commencing after 1983. 


Para. 164(5.1)(a) repealed by 1986, c. 6, subsec. 90(7), applicable to 
1986 et seg. Para. 164(5.1)(a) formerly read: 


(a) the deduction of an amount under paragraph 3(e), by vir- 
tue of his death in a subsequent taxation year and the conse- 
quent application of section 71 in respect of an allowable cap- 
ital loss for the year, 


Para. 164(5.1)(h.1) added by 1986, c. 6, subsec. 90(8), and paras. 
(j), (k) amended by subsec. 90(9), to substitute, in (Qj), “the tax- 
payer’s or his legal representative’s” for “the taxpayer’s” and, in 
(k), “the taxpayer’s income for the year” for “the taxpayer’s income 
for the taxation year” and “filed under subsection 49(4) or 152(6) or 
paragraph (6)(e)” for “filed in accordance with subsection 49(4) or 
152(6)”, applicable to 1985 et seq. 


Subsec. 164(5.1) added by 1985, c. 45, subsec. 93(11), applicable 
with respect to repayments made or applied after 1984, except that 
where the subsequent taxation year referred to therein ends before 
1985, paras. (5.1)(i) to (1) shall be read as follows: 


(i) the day on which the taxpayer’s return of income under 
section 150 was filed for that subsequent taxation year, and 


(j) the day on or before which the taxpayer is, or would be if 
tax under this Part were payable by him for that subsequent 
taxation year, required to file his return of income under sec- 
tion 150 for that subsequent taxation year. 


(6) Where disposition of property by legal 
representative of deceased taxpayer — 
Where in the course of administering the estate of a 
deceased taxpayer, the taxpayer’s legal representa- 
tive has, within the first taxation year of the estate, 


(a) disposed of capital property of the estate so 
that the total of all amounts each of which is a 
capital loss from the disposition of a property ex- 
ceeds the total of all amounts each of which is a 
capital gain from the disposition of a property, or 


(b) disposed of all of the depreciable property of 
a prescribed class of the estate so that the un- 
depreciated capital cost to the estate of property 
of that class at the end of the first taxation year of 
the estate is, by virtue of subsection 20(16) or any 
regulation made under paragraph 20(1)(a),. de- 
ductible in computing the income of the estate for 
that year, 
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notwithstanding any other provision of this Act, the 
ome rules: apply: 


(c) such parts of one or more capital losses of the 
estate from the disposition of properties in the 
year (the total of which is not to exceed the ex- 
cess referred to in paragraph (a)) as the:legal rep- 
resentative so elects, in prescribed manner and 
within a prescribed time, are deemed (except for 
the purpose of subsection 112(3) and this para- 
graph) to be capital losses of the deceased tax- 
payer from the disposition of the properties by 
the taxpayer in, the taxpayer’s last, taxation year 
and not to be capital losses of the estate from the 
disposition of those properties, | | 


(d) such part of the amount of any deduction de- 
scribed in paragraph (b). (not exceeding the 
amount that, but for this subsection, would be the 
total of the non-capital Joss.and the farm. loss of 
the estate for its first taxation, year) as the legal 
representative so elects, in prescribed manner and 
within a prescribed time, shall be deductible in 
computing the income of the taxpayer for the tax- 
payer’s taxation: year in which the taxpayer died 
and shall not be an amount deductible in comput- 
ing any loss of the estate for its first taxation 
year, 


(e) the legal representative shall, at or before the 
time prescribed for filing the election referred to 
in paragraphs (c) and (d), file:an amended return 
of income for the deceased taxpayer for the tax- 
payer’s taxation year in which the taxpayer died 
to give effect to the rules in those paragraphs, and 


(f): in computing the: taxable income of the de- 
ceased taxpayer for a taxation year:preceding the 
year in which the taxpayer died, no amount may 
be deducted in respect of an amount referred to in 
paragraph (c) or (d). 


Related Provisions: 152(1)— Assessment; 152(6)(h) — Reas- 
sessment to’ give effect to election; 161(7)(b)(ii1) — Effect of car- 
ryback of loss, etc.; 220(3.2), Reg. 600(b) — Late filing of election 
or revocation. 


History: Para. 164(6)(c) amended by 1998, c. 19, subsec. 190(8), 
applicable to deaths that occur after 1993. Para. 164(6)(c) formerly 
read: . 


(c) such part of one or more capital losses from the disposi- 
tion of properties referred to’ in paragraph (a) (the total of 
which amounts is not to exceed the excess referred to in that 
paragraph) as the legal representative so elects, in prescribed 
manner and within a prescribed time, shall be deemed to be 
capital losses of the deceased taxpayer from the disposition of 
the properties by the taxpayer in the taxpayer’s taxation year 
in which the taxpayer died and not to be capital losses of the 
estate from the disposition of those properties for its first tax- 
ation year, 


Clause 191 of 1998, c. 19, provides: 
191. Where 


(a) the first taxation year of an estate of an individual en- 
ded after April 26, 1995 and before 1997, 


(b) the estate had a capital loss from the disposition after 
the year and before 1997 of a share-of the capital stock of 


S. 164(6) 


a corporation that was owned by the individual or the es- © 
tate on April 26, 1995 and acquired by the estate as a 
consequence of the individual’s death, and 


(c) the individual’s legal representative so elects in writ- 
ing filed with the Minister of National Revenue within 6 
months after the month in which this Act is assented to, 


the following rules. apply: 


(d) the disposition is deemed to have occurred in the first 
taxation year of the estate, 


(e) an election under paragraph 164(6)(c) of the Act, as 
enacted by subsection 190(8), for the year is deemed to 
have been filed on time if it is filed with the Minister of 
National Revenue within 6 months after the month in 
which this Act is assented to, and 


(f) an amended return of income under Part I of the Act 
for the individual’s last taxation year is deemed for the 
purpose of paragraph 164(6)(e) of the Act to have been 
filed on time if it is filed with the Minister of National 
Revenue within 6 months after the month in which this — 
Act is assented to. 


Pre-RSC History: Para. 164(6)(a) substituted by 1986, c. 6, sub- 
sec. 90(10), applicable (by subsec. 90(16), added by 1986, c. 55, s. 
83) with respect to deaths occurring after December 31, 1984. Para. 
164(6)(a) formerly read: 


(a) disposed of capital property of the estate so that the aggre- 
gate of amounts each of which is a capital loss from the dis- 
position of any property of the estate exceeds the aggregate of 
all amounts each of which is a capital gain from the disposi- © 
tion of any property of the estate, or 


All that portion of subsec. 164(6) following para. (b) substituted by 
1986, c. 6, subsec. 90(11), applicable (by subsec: 90(16), added by 
1986, c. 55, s. 83) with respect to deaths occurring after December 
31, 1984. That portion of subsec. 164(6) formerly read: 


_ the legal representative shall be deemed to have paid, on ac- 
count of tax under this Part payable by the estate for its first 
taxation year, an amount equal to the amount, if any, by 
which 


(c) the tax under this Part payable by the deceased tax- 
payer for the taxation year in which he died 


exceeds 


(d) the amount that would have been the tax under this 
Part. payable by the deceased taxpayer for the taxation 
year in which he died if 


(i) stich part of the excess described in aaah (a) 
as the legal representative so elects, in prescribed 
manner and within prescribed time, had been a capi- 
tal loss of the deceased taxpayer for that year, and 


(ii) such part of the amount of any deduction de- 
scribed in paragraph (b) (not exceeding the amount 
that, but for this subsection, would be the aggregate 
of the non-capital loss and the farm loss of the estate 
for the year) as the legal representative so elects, in 
prescribed manner and within prescribed time, had 
been deducted in computing the income of the de- 
ceased taxpayer for that year, 


and for the purposes of sections 3 and 111, in computing the 
income, non-capital loss, net capital loss and farm loss of the 
estate for its first taxation year, 


(e) the part referred to in subparagraph (d)(@) shall be 
deemed not to have been a loss of the estate, and 


(f) the part referred to in subparagraph (d)(ii) is not de- 
ductible in computing any loss of the estate for the year. 
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All that portion of subsec. 164(6) following subpara. (d)(i) and pre- 

ceding para. (e) substituted by 1984, c. 1, subsec. '88(4); applicable 

to 1983 et seg. That portion formerly read: 
(ii) such part of the amount of any deduction described in 
paragraph (b) (not exceeding the amount that, but for this 
subsection, would be the non-capital loss of the estate for 
the year) as the legal representative so elects, in pre- 
scribed manner and within prescribed time, had been de- 
ducted in computing the income of the deceased taxpayer 
for that year, 


and for the purposes of sections 3 and 111, in computing the 
income, net capital loss and non-capital loss of the estate for 
its first taxation year, 


Para. 164(6)(b) substituted by 1977-78, c. 1, s. 78, applicable to tax- 
ation years commencing after May 25, 1976 and ending after March 
31, 1977, to add “subsection 20(16) or’. 


All those portions of subsec. 164(6) preceding para. (a) and follow- 
ing para. (d) and preceding para. (e) substituted by 1974-75-76, c. 
26, subsecs. 107(1), (2), applicable to estates of taxpayers who died 
after May 6, 1974. Those portions formerly read: 


(6) Where in the course of administering the estate of a de- 
ceased taxpayer, the taxpayer’s legal representative has, _ 
within the 12-month period immediately following the death 
of the taxpayer, 


and for the purpose of section 111, in computing the net capi- 
tal loss and non-capital loss of the estate for its first taxation 
year, 


Regulations: 1000 (prescribed manner, prescribed time), 


Interpretation Bulletins: IT-140R3: Buy-sell agreements; IT- 
484R2: Business investment losses. 


Information Circulars: 92-1: Guidelines for accepting late, 
amended or-revoked elections. 


(6.1) Exercise or disposition of employee 
stock option by legal representative of 
deceased employee — Where, within the first 
taxation year of the estate of a deceased taxpayer, a 
right to acquire shares under an agreement in respect 
of which a benefit was deemed by paragraph 741 )(e) 
to have been received by the taxpayer (in this sub- 
section referred to as “the right’’) is exercised or dis- 
posed of by the taxpayer’s legal representative, not- 
withstanding any other provision of this Act, where 
the taxpayer’s legal representative elects in pre- 
scribed manner and on or before a prescribed day, 


(a) the amount, if any, by which 


(i) the amount of the benefit deemed by para- 
graph 7(1)(e) to have been received by the 
taxpayer in respect of the right 


exceeds the total of 


(ii) the amount, if any, by which the value of 
the right immediately before the time it was 
exercised or disposed of exceeds the amount, 
if any, paid by the taxpayer to acquire the 
right, and 


(iii) where in computing the taxpayer’s taxa- 
ble income for the taxation year in which the 
taxpayer died an amount was deducted under 
paragraph 110(1)(d) in respect of the benefit 
deemed by paragraph 7(1)(e) to have been re- 
ceived by the taxpayer in that year by reason 
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of paragraph 7(1)(e) in respect of that right, / 
of the amount, if any, by which the amount 
determined under subparagraph (i) exceeds 
the amount determined under subparagraph 
(ii), ene 
shall be deemed to be a loss of the taxpayer from 
employment for the year in which the taxpayer 
died; 
(b) there shall be deducted in computing the ad- 
justed cost base to the estate of the right at any 
time the amount of the loss that would be deter- 
mined under paragraph (a) if that paragraph were 
read without reference to subparagraph (a)(iii); 
and 


(c) the legal representative shall, at or before the 
time prescribed for filing the election under this 
subsection, file an amended return of income for 
the taxpayer for the taxation year in which the 
taxpayer died to give effect to paragraph (a). 
Related Provisions: 53(2)(t) — Deduction from adjusted cost 
base of right to acquire shares. 
History: Subsec. 164(6.1) added by 1994, c. 7, Sch. VIII (1993, c. 


24), subsec. 97(8), applicable to deaths occurring after July 13, 
1990. 


(7) Definition of “overpayment” — In this sec- 
tion, “overpayment” of a taxpayer for a taxation year 
means 


(a) where the taxpayer is not a corporation, the 
total of all amounts paid on account of the tax- 
payer’s liability under this Part for the year minus 
all amounts payable in respect thereof; and 


(b) where the taxpayer is a corporation, the total 
of all amounts paid on account: of the corpora- 
tion’s liability under this Part or Parts 1.3, VI or 
VL1 for the year minus all amounts payable in 
respect thereof. 


History: Subsec. 164(7) amended by 1994, c. 7, Sch. VII (1993, ¢: 
24), subsec. 97(9), applicable to. 1992 et seg. Subsec. (7) formerly 
read: 


(7) Definition of “overpayment” — In this section, “over- 
payment” of a taxpayer for a taxation year means the total of 
all-amounts paid on account of the taxpayer’s liability under 
this Part for the year minus all amounts payable in respect 
thereof. 


Pre-RSC History: Subsec. 164(7) substituted by 1985, c. 45, 
subsec. 93(12). Subsec. 164(7) formerly read: 


(7) In this section, “overpayment” of a taxpayer for a taxation 
year means the aggregate of all amounts paid on account of 
his tax under this Part for the year minus all amounts payable 
by him under this Part for the year. 


Subsec. 164(7) substituted by 1984, c. 1, subsec. 88(5), applicable 
to 1983 et seg. Subsec. 164(7) formerly read: 


(7) “Overpayment” defined — In this section, “overpay- 
ment” means the aggregate of all amounts paid on account of 
tax minus all amounts payable under this Act or an‘amount so 
paid where no amount is so payable. 


Information Circulars: 81-11R3: Corporate instalments. 


Related Provisions [s. 164]: 144(9) — Refunds — employees 
profit sharing plans. See also Related provisions at end of s. 163. 
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Selected Cases [s. 164]: Koenig v. R., [1997] 2 C.T.C. 3077 
(TCC) (Instruction to apply overpayment from earlier, year to later 
year meant that taxpayer had paid taxes by due date). 


Definitions [s. 164]: “allowable capital loss” — 38(b), 248(1); 
“amount”, “assessment”, “balance-due day” — 248(1); “Can- 
ada” — 255; “capital hage”’ — 39(1)(b), 248(1); “capital prop- 
erty” — 54, 248(1); “clear days” — Interpretation Act 27(1); “cor- 
poration” — 248(1), Interpretation Act 35(1);.. “depreciable 
property” — 13(21), 248(1); “estate”, — 104(1), 248 (1); “farm 
loss” — 111(8); “Federal Court” — te Act 35(1); “fil- 
ing-due date”, “individual” — 248(1): “investment tax credit” — 
127(9); 248(1); “legal representative” — 248(1); “listed: personal 
property” — 54, 248(1); “Minister” — 248(1);, “net capital loss”, 
“non-capital loss” — 111(8), 248(1); “overpayment” — 164(7); 


“prescribed”, “property” — 248(1); “province” — Interpretation 
Act 35(1); “regulation” — 248(1); “security” — Interpretation Act 
35(1); “share”? — 248(1); “ > “taxa- 


tion year” — 249; 
248(1); + tins 


“taxpayer” — 248(1); “testamentary. trust” — 
Interpretation Act 35(1), 


164.1 [Repealed] 


History: S. 164.1 repealed by 1994, c. 7, Sch. VII (1992, c. 48), 
subsec. 19(2), applicable to 1993 et seq. S. 164.1 formerly read: 


164.1 (1) Prepayment of child tax credit — Notwithstand- 
ing any other provision of this Act, the Minister may, after 
the beginning of a taxation year and without application 
therefor, pay to an individual for the year in respect of each 
éligible child (within the meaning assigned by subsection 
122.2(2)) of the individual for the year, one or more amounts, 
the total of which does not exceed 7 of, 


(a) where the child was under 6 years of age at the end of 
the preceding taxation year and no amount was deducted 
under section 63 for that year in respect of any child of — 
the individual under 6 years of net at the end . that year, 
the total of the amounts of $559!! and $2001! referred 
to in paragraph 122.2(1)(a), and 


(b) in any other case, $55911 


(c) an amount was deemed under subsection 122.2(1) to 
have been paid for the preceding taxation year by 


(i) the individual, or 
(ii) the individual’s spouse, where that spouse died 
after the end of that preceding year, 
in respect of the child, and 
(d) for that preceding year, 
(i) the total determined under subparagraph 
122.2(1)(b)(i) in respect of the individual, or 
(ii) the individual’s income, where the individual's 
spouse died after the end of that preceding year, 
did not exceed, 


(iii) where the amount or amounts to be paid because 
of this subsection are in respect of 3 or more eligible 
children of the individual, $24,090, and 


(iv) in any other case, 7/3 of $24,090. !1 


(2) Nature of payment — Each amount paid under subsec- 
tion (1) to or applied under subsection (4) in respect of an 
individual for a taxation year shall, be deemed to be on ac- 
count of an amount deemed by subsection 122.2(1) to have 
been paid by the individual for the year. 


(3) Idem — Where the total of all amounts paid under sub- 
section (1) to or applied under subsection (4) in respect of an 


lI Indexed by s. 117.1 after 1988. 
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individual for a taxation year exceeds the amount deemed by 
subsection 122.2(1) to have been paid by the individual for 
the year, the excess shall be deemed to have been refunded to 
* the individual on account of the individual’s tax under this 
Part for the year on the day on or before which the individ- 
ual’s return of income: under this: Part for the year is required 
to be filed. under section 150,or would be required to. be so 
filed if tax under this Part were payable by him for the year. 


(4) Applying amount on debt — Where an individual is lia- 
_ ble or about to become liable to make any payment under this 
Act, the Minister may, instead of paying to the individual an 
amount that might otherwise be paid ina taxation year under 
subsection (1), apply the amount to the liability and notify the 

_ individual of that action. . 


All that portion of subsec, 164.1(1) following para. (b) substituted 
by subsec. 19(1) of the said c. 48, applicable to the 1992 taxation 
year. That portion formerly read: 


if, for the preceding taxation year, 


(c). an amount was deemed under subsection 122.2(1) to 
have been paid by the individual in respect of the child, 
and 


(d) the total. determined under subparagraph 
122.2(1)(b)(i) in respect of the individual did not exceed, 


(i) where the amount or amounts to be paid by reason 
of this subsection are in respect of 3 or more eligible 
children of the individual, $24,090, and 


(ii) in any other case, 7/3 of $24,090. |! 


Para. 164.1(1)(a) amended by 1994, c. 7; Sch. I (1991, c. 49), s. 
137, to substitute ‘‘any child of the individual under 6 years of age 
at the end of that year” for “the child”, applicable to 1989 et seq. 


Pre-RSC History: Para. 164.1(1)(d) substituted by 1990, c. 42, 
applicable to 1990 et seq. Para. 164.1(1)(d) formerly read: 


‘(d) the aggregate determined under subparagraph 
122.2(1)(b)(i) in respect of the individual did not exceed 7/s of 
the amount of $24,090. 


Subsec. 164.1(1) substituted by 1988, c. 55, s. 145, applicable to 
1988 et seq., except that, in its application to the 1988 taxation year, 
para. 164,1(1)(a) shall be read as. follows: 


(a) where the child was under 6 years of age at the end of the 
preceding taxation year and no amount has been deducted for 
that year under section 63 in respect of any eligible child 
(within the meaning assigned by paragraph 122.2(2)(a)) of 
the individual for the year, $709, and 


Subsec. 164.1(1) formerly ‘read: 


164.1 (1) Prepayment of child tax credit — Notwithstand- 
ing any other provision of this Act, the Minister may, after 
the beginning of a taxation year and without application 
therefor, pay to an individual for the year one or more 
amounts, the aggregate of which does not exceed $300 or 
such greater amount as may be prescribed for the year, in re- 
spect of an eligible child (within the meaning assigned by 
paragraph, 122,2(2)(a)) of the individual for the year where, 
for the preceding taxation year, 


(a) an amount was deemed under subsection 122.2(1) to 
have been paid by the individual with respect to the 
child; and 


(b) the aggregate determined under subparagraph 
* 122.2(1)(b)(i) in respect of the individual did not exceed 
$15,000. 


S. 164.1 added by 1986, c. 44, s. 4, applicable to 1986 ef seq. 
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165. (1) Objections to assessment — A tax- 
payer who objects to an assessment under this Part 
may serve on the Minister a notice of objection, in 
writing, setting out the reasons for the objection and 
all relevant facts, . 


(a) where the assessment is in respect of the tax- 
payer for a taxation year and the taxpayer is an 
individual (other than a trust) or a testamentary 
trust, on or before the later of 


(i) the day that is one year after the taxpayer’s 
filing-due date for the year, and : 


(ii) the day that is 90 days after the day of 
mailing of the notice of assessment; and 


(b) in any other case, on or before the day that is 
90 days after the day of mailing of the notice of 
assessment. 


Related Provisions: 164(4) — Interest on overpayments; 
165(1.1), (1.2) — Limitations on right to object; 165(1.11) — Large 
corporations — detail required on notice of objection; 165(2) — 
Service of notice of objection; 165(2.1) — Application of 165(1)(a); 
165(3) — Duties of Minister on receipt. of notice of objection; 
166.1, 166.2 — Applications for extension of time to object; 
167(1) — Application to Tax Court of Canada for time extension; 
173@)¥. 1746). Time during consideration not to count: 
225.1(2) — Collection restrictions: 244(10) — Proof that no notice 
of objection filed; Interpretation Act 26 — Deadline on Sunday or 
holiday extended to next business day. 


History: Subpara. 165(1)(a)(i) amended by .1996,:c..21, s:45, ap- 
plicable to. 1995 et seq. Subpara. (a)(i) formerly read: 
(i) the day that is one year after the balance-due day of the 
taxpayer for the year, and 
Subsec. 165(1) substituted by 1994, c. 7, Sch) II (1991, c. 49), sub- 


sec. 138(1), applicable to objections made after December 17, 19941), 
Subsec. 165(1) formerly read: 


165. (1) Objections to assessment — A taxpayer who ob- 
jects to an assessment under this Part may, within 90 days 
from the day of mailing of the notice of assessment, serve-on 
the Minister a notice of objection in duplicate in prescribed 
form setting out the reasons for the objection and all relevant 
facts. 


Selected Cases [subsec. 165(1)]: LaForme v. Canada, [1991] 
2 C.T.C. 28 (FCTD) (Tax Court had no jurisdiction to hear appeal 
where no notice of objection to assessment filed: Federal Court pre- 
cluded by section 29 of Federal Court Act from granting relief and 
declarations sought); The Queen vy. Garry Bowl Ltd., [1974] C.T.C. 
457 (FCA) (No objection, possible where nil assessment); Vineland 
Quarries & Crushed Stone Ltd. v. MNR, [1971] C.T.C, 501, 635 
(FCTD) (Appeal quashed where taxpayer had not. filed notice of 
objection). 

Information Circulars: 98-1: Collections policies (Draft): 
Forms: T400A: Notice of objection. (The prescribed form does not 
have to be used, however. See 165(2).), 


(1.1) Limitation of right to object to 
assessments or determinations — Notwith- 
standing subsection (1), where at any time the Minis- 
ter assesses tax, interest, penalties or other amounts 
payable under this Part by, or makes a determination 
in respect of, a taxpayer 


(a) under subsection 67.5(2) or 152(1.8), subpara- 
graph 152(4)(b)(i) or subsection 152(4.3) or (6), 
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164(4.1), 220(3.4) or 245(8) of in accordance 
with an order of a court vacating, varying or re- 
storing the assessment or referring the assessment 
back to the Minister for reconsideration and 
reassessment, 


(b) under subsection (3) where the underlying ob- 
jection relates to an assessment or a determina- 
tion made under any of the provisions or circum- 
stances referred to in paragraph (a), or 


(c) under a provision of an Act of Parliament re- 
quiring an assessment to be made that, but for 
that provision, would not be made because of 
subsections 152(4) to (5), 


the taxpayer may object to the assessment or deter- 


_ mination within 90 days after the day of mailing of 


the notice of assessment or determination, but only 
to the extent that the reasons for the objection can 
reasonably be regarded 


(d) where the assessment or determination was 
made under subsection 152(1.8), as relating to 
any matter or conclusion specified in paragraph 
152(1.8)(a), (b) or (c), and 


(e) in any other case, as relating to any matter 
that gave rise to the assessment or determination 


and that was not conclusively determined by the 
court, and this subsection shall not be read or con- 
strued as limiting the right of the taxpayer to object 
to an assessment or a determination issued or made 
before that, time. 


Related Provisions: 169(2) — Limitation of right to appeal. 


History: The portion of subsec. 165(1.1) before para. (b) and the 
portion after para. (c) amended by 1998, c. 19, subsecs. 192(1), (2), 


_ applicable in respect of determinations made after June 18, 1998. 


Those portions formerly read: 


(1.1) Limitation of right to. object to assessments or de- 
terminations — Notwithstanding subsection (1), where at 
any time the Minister assesses tax, interest or penalties paya- 
ble under this Part by, or makes a determination in respect of, 
a taxpayer 


(a) under subsection 67.5(2), subparagraph 152(4)(b)(i) 
or subsection 152(4.3) or (6).or 164¢4.1), 220(3.4) or 
245(8) or in accordance with an order of a court vacating, 
varying or restoring the assessment or referring the as- 
sessment back to the Minister for reconsideration and 
reassessment, : 


the taxpayer may object to the assessment or determination 
‘within 90 days after the day of mailing of the notice of as- 
sessment or determination, but only to the extent that the rea- 
sons for the objection can reasonably be regarded as relating 
to a matter that gave rise to the assessment or determination 
and that was not conclusively determined by the court, and 
this subsection shall not be read or construed as limiting the 
right of the taxpayer to object to an assessment or a determi- 
nation issued or made before that time. 


Para. 165(1.1)(a) amended by 1994, c..7, Sch: VII (1993, c. 24), 
subsec. 98(1), to add reference to subsection 152(4.3). 


Subsec. 165(1.1) added by 1994, c. 7, Sch: Ul (1991, c. 49), subsec. 
138(1), applicable to objections made after December 17, 1991. 


Selected Cases [subsec. 165(1.1)]: Chevron Canada 
Resources Ltd. v. R., [1997] 2 C.T.C. 2624 (TCC) (Subsection: re- 
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stricted taxpayer from objecting to matter referred to in minutes of 
settlement). 


(1.11) Objections by large corporations — 
Where a corporation that was a large corporation in a 
taxation year (within the meaning assigned by sub- 
section 225.1(8)) objects to an assessment under this 
Part for the year, the notice of objection shall 


(a) reasonably describe each issue to be decided; 


(b) specify in respect of each issue, the relief 
sought, expressed as the amount of a change in a 
balance (within the meaning assigned by subsec- 
tion 152(4.4)) or a balance of undeducted outlays, 
expenses or other amounts of the corporation; 
and 


(c) provide facts and reasons relied on by the cor- 
poration in respect of each issue. 


Related Provisions: 165(1.12)—Late compliance with 
165(1.11); 165(1.13) — Objection to assessment issued in response 
to previous notice of objection; 169(2.1)(a) — Appeal only on 
grounds raised in objection. 


History: Subsec. 165(1.11) added by 1995, c. 21, s. 70, applicable 
after’ September 26, 1994 for notices of objection filed at ‘any time 
except a notice of objection to an assessment for a taxation year 
where an appeal under Division J of the Act of the assessment has 
been instituted before June 23, 1995. 


Subsec. 70(2) of 1995, c. 21 provides that where a taxpayer submits, 
to a‘ Chief of Appeals referred to in subsec. 165(2), in writing before 
March 1995 the information required by subsec. 165(1.11) to be 
provided in a notice of objection served by the taxpayer before 
1995, the taxpayer shall be deemed to have complied with subsec. 
165(1.11) with respect to that notice. 


(1.12) Late compliance — Notwithstanding sub- 
section (1.11), where a notice of objection served by 
a corporation to which that subsection applies does 
not include the information required by paragraph 
(1.11)(b) or (c) in respect of an issue to be decided 
that is described in the notice, the Minister may in 
writing request the corporation to provide the infor- 
mation, and those paragraphs shall be deemed to be 
complied with in respect of the issue if, within 60 
days after the request is made, the corporation sub- 
mits the information in writing to a Chief of Appeals 
referred to in subsection (2). 


History: Subsec. 165(1.12) added by 1995, c. 21, s. 70, applicable 
after September 26, 1994 to notices of objection filed at any time 
except a notice of objection to an assessment for a taxation year 
where an appeal under Division J of the Act of the assessment has 
been instituted before June 23, 1995. 


(1.13) Limitation on objections by large cor- 
porations — Notwithstanding subsections (1) and 
(1.1), where under subsection (3) a particular assess- 
ment was made for a taxation year pursuant to a no- 
tice of objection served by a corporation that was a 
large corporation in the year (within the meaning as- 
signed by subsection 225.1(8)), except where the ob- 
jection was made to an earlier assessment made 
under any of the provisions or circumstances re- 
ferred to in paragraph (1.1)(a), the corporation may 


S. 165(1.2) 


object to the particular assessment in respect of an 
issue 


(a) only if the corporation complied with subsec- 
tion (1.11) in the notice with respect to that issue; 
and 


(b) only with respect to the relief sought in re- 
spect of that issue as specified by the corporation 
in the notice. 

Related Provisions: 165(3) — Application. 


History: Subsec. 165(1.13) added by 1995, c. 21, s. 70, applicable 
after September 26, 1994 to notices of objection filed at any time 
except a notice of objection to an assessment for a taxation year 
where an appeal under Division J of the Act of the assessment has 
been instituted before June 23, 1995. 


(1.14) Application of subsec. (1.13) — Where a 
particular assessment is made under subsection (3) 
pursuant to an objection made by a taxpayer to an 
earlier assessment, subsection (1.13) does not limit 
the right of the taxpayer to object to the particular 
assessment in respect of an issue that was part of the 
particular assessment and not part of the earlier 
assessment. 

History: Subsec. 165(1.14) added by 1995, c. 21, s. 70, applicable 
after September 26, 1994 to notices of objection filed at any time 
except a notice of objection to an assessment for a taxation year 


where an appeal under Division J of the Act of the assessment has 
been instituted before June 23 1995. 


(1.15) Partnership — Notwithstanding subsection 
(1), where the Minister makes a determination under 
subsection 152(1.4) in respect of a fiscal period of a 
partnership, an objection in respect of the determina- 
tion may be made only by one member of the part- 
nership, and that member must be either 


(a) designated for that purpose in the information 
return made under section 229 of the Income Tax 
Regulations for the fiscal period; or 


(b) otherwise expressly authorized by the partner- 
ship to so act. 


History: Subsec. 165(1.15) added by 1998, c. 19, subsec. 192(3), 
applicable in respect of determinations made after June 18, 1998. 


(1.2) Determination of fair market value 
[Limitation on objections] — Notwithstanding 
subsection[s] (1) [and (1.1)]; no objection may be 
made [by a taxpayer] to an assessment made under 
subsection 118.1(11), 152(4.2), 169(3) or 220(3.1) 
[nor, for greater certainty, in respect of an issue for 
which the right of objection has been waived in writ- 
ing by the taxpayer]. 

Related Provisions: 169(2.2) — No appeal permitted where right 
to object or appeal waived. 


History: Subsec. 165(1.2) amended by 1995, c. 38, s. 4, in force 
July 12, 1996. Subsec. 165(1.2) formerly read: 


(1.2) Limitation on objections — Notwithstanding subsec- 
tions (1) and’ (1.1), no objection may be made by a taxpayer 
to an assessment made under subsection 152(4.2), 169(3) or 
220(3.1) nor, for greater certainty, in respect of an issue for 
which the right of objection has been waived in writing by the 
taxpayer. 

The words in square brackets shown in the 1995, c. 38 version were 

unintentionally deleted by 1995, c. 38 and should be restored, 
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Subsec. 165(1.2) amended by 1995, c. 21, s. 70, applicable after 
September 26, 1994 to waivers signed at any time. Subsec. (422) 
formerly read: 


(1.2) Idem — Notwithstanding subsection '(1), no objection 
may be made to an assessment made under subsection 
152(4.2), 169(3) or 220(3.1). 


Subsec. 165(1.2) amended by 1994, c. 7, Sch. VIII (1993, c. 24), 
subsec. 98(2), to add reference to subsections 169(3):and 220(3.1). 


Subsec. 165(1.2) added by 1994, .c. 7, Sch. II (1991, c. 49), subsec. 
138(1), applicable after 1990. 


(2) Service — A notice of objection under this sec- 
tion shall be served by being addressed to the Chief 
of Appeals in a District Office or a Taxation Centre 
of the Department of National Revenue and deliy- 
ered or mailed to that.Office or Centre... 


Related Provisions: 165(6) — Acceptance of notice of objec- 
tion; 248(7)(a) — Mail deemed received on day mailed. 


History: “Department of National Revenue” substituted for “De: 
partment of National Revenue, Taxation” in subsec. 165(2) by 
1994, c. 13, subsec. 8(1), in force May 12, 1994, 


Subsec. 165(2) amended by 1994, c. 7, Sch. IT (1991; c. 49), subsec. 
138(1), applicable to objections made. after December, 17, 1991. 
Subsec. 165(2) formerly read: yO 


(2) Service — A. notice of: objection under this section shall 
be served by being sent by registered mail addressed to the 
Deputy Minister of National Revenue for Taxation at Ottawa. 


Selected Cases [subsec. 165(2)]:. Wichartz v. Canada, [1994] 
2 C.T.C. 2344 (TCC) (Informal letter of complaint held to constitute 
objection). , 


Forms: T400A: Notice of objection. (The prescribed form does not 
have to be used, however.). ~ 


(2.1) Application — Notwithstanding any other 
provision of this Act, paragraph (1)(a) shall apply 
only in respect of assessments, determinations and 
redeterminations. under this Part, Part I.1 and Part 
12: 


History: Subsec. 165(2.1) added by 1994° c. *7; Sch. II (1991, c. 
49), subsec. 138(1), applicable to objections made after December 
17, 1991, 


(3) Duties of Minister — On receipt of a notice of 
objection under this section, the Minister shall, with 
all due dispatch, reconsider the assessment and va- 
cate, confirm or. vary the assessment or reassess, and 
shall thereupon notify the taxpayer in writing of the 
Minister’s action. 


Related Provisions: 165(5) — Normal reassessment limitations 
do not apply to reassessment under 165(3); 169 — Appeals; 
244(5) — Proof of service by mail; 244(14) — Date of mailing pre- 
sumed to be date of notification; 248(7)(a) — Mail deemed received 
on day mailed. 
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History: Subsec. 165(3) amended by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 98(3). Subsec. (3) formerly read: 


(3) Duties of Minister — On receipt of a notice of objection: 
under this section, the Minister shall, ; 


(a) with all due dispatch reconsider the. assessment and 
vacate, confirm or vary the assessment or reassess, or 


(b) where the taxpayer indicates in the notice of objection * 
that the taxpayer wishes to appeal immediately to the Tax 
Court of Canada and waives reconsideration of the as- 
sessment and the Minister consents, file a copy of the no- 
tice of objection with the Registrar of that Court, 


and the Minister shall thereupon notify the taxpayer by regis- 
tered mail of the action taken: : 


Pre-RSC History: Para. 165(3)(b) substituted by 1988, c. 61, 
subsec. 14(1); in force January 1, 1991. Para. (b) formerly read: 


(b) where the taxpayer indicates in the notice of objection that 
he wishes to appeal immediately either to the Tax Court of 
Canada or to the Federal Court and that he waives reconsider- 
ation of the assessment and the Minister consents, file a copy 
_of the notice of objection with the Registrar-of the Tax Court - 
or in the Registry of the Federal Court, as the case may be, 


Para. 165(3)(b) substituted by 1980-81-82-83, c. 158, s. 58, to sub- 
stitute “Tax Court of Canada” for “Tax Review Board”, applicable 
from July 18, 1983. 


Selected Cases [subsec. 165(3)]: Maglioccetti.v.. Canada, 
[1996] 3. C.T.C. 2660 (TCC) (Taxpayer established on balance of 
probability that Minister had not mailed notice of assessment); 
Bowen v. MNR, [1991] 2 C.T.C. 266 (FCA) (Notice of confirmation 
of assessment received after deadline for filing notice of appeal and 
obtaining extension; application for extension of time for filing 
dismissed); Walkem vy. MNR, [1971] C.T.C. 513 (FCTD) (Tax- 
payer’s appeal dismissed against assessments replaced by subse- 
quent reassessments). 


I.T. Application Rules: 62(4). 


Interpretation Bulletins: IT-241: Reassessments made after the 
four-year limit. 


Information Circulars: 98-1: Collections policies (Draft). 


Forms: T2008A-1 to 4: Notification of confirmation by the Minis- 
ter; T2008C: Notification of confirmation by District Office or Tax- 
ation Centre Settlement. 


(3.1) [Repealed] 


Related Provisions; 122.62(9) — Advice from Department of 
Health; 165(3.2) — Reconsideration of determination. 


History: Subsec. 165(3.1) repealed by 1998,.c. 19, subsec. 192(4), 
applicable after August 27, 1995. Subsec. 165(3.1) formerly read; 


(3.1) Decision by Minister of Human Resources Devel- 
opment — Notwithstanding subsection (3), on receipt of a 
notice of objection to a determination that includes matiers ” 
relating to whether, for the purposes of subdivision a:1 of Di- 
vision E, USTCO To 
(a) a taxpayer is an eligible individual in respect of a 
qualified dependant, Teh, 


({b) a person is a qualified dependant, or. 
_ (C).a person isa taxpayer’s cohabiting spouse, 


the Minister of National Revenue shall refer those matters to 

the Minister of Human Resources Development who shall, 
with all due dispatch, decide the matters and notify the Minis- 
ter of National Revenue. of the decision. 


Subsec. 165(3.1) amended by 1996, c. 11, para. 95(h), to substitute 
“Minister of Human Resources Development” for “Minister of Na- 
tional Health and Welfare”, in force July 12, 1996. This will effec- 
tively be superseded by the repeal of this provision as per draft leg- 
islation of April 26,1995, 
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Subsec. '165(3.1) added by 1994, c. 7, Sch. VIL (1992, ¢. 48), 8.20, 
deemed to have come: into: force anna 1,:1993, 


165(3. 2) [Repealed] 


History: Subsee. 165(3. 2) repealed by 1998, c.,19, subsec. 192(4), 
applicable after August 27, 1995. Subsec. '165(3.2) formerly read: 


(3.2) Reconsideration of determination — On receipt of 
the notification of a decision of the Minister of Human Re- 
sources Development under subsection (3.1), the Minister of 
National. Revenue shall, withvall due dispatch, reconsider the 
determination to which the decision relates and vacate, con- 
firm or vary the determination or redetermine in accordance 
with the decision, and shall thereupon notify th Hips in 
writing of that action. 


Subsec. 165(3.2) amended by 1996, ‘c. tL. , para. 95(h), to substitute 


“Minister of Human Resources Development” for “Minister of Na- | 


tional Health and Welfare”, in force July 12, 1996. This will effec- 


tively be superseded by the repeal of this provision as per drut tleg- | 


islation of April DEY VOSGES! 


Subsecs. 165(3. 2) added by 1994, c: 1, Sch, VI (1992,..c..48), s. 20, 
deemed to bane come into force January 1,, 1993: 


(4) [Repeated] 


History: Subsec. 165(4) einsietea by 1994,'c. 7, Sch. VIII (1993, 4 
24), subsec.. 98(3). Subsec. (4) formerly tread: Yd 


~ (4) Effect of filing of notice of objection — Where the Min- 
ister files a copy of a notice of objection pursuant to para- 
graph (3)(b), the Minister shall, be deemed, for the purpose of 
section 169, to have confirmed the. assessment to which. the 
notice relates and the taxpayer who served the notice shall be 
deemed to have; thereupon instituted an ‘Appeat in accordance 
with that section, 


Pre-RSC History: Subsec. 165(4) amended by 1988, c. 61, sub- 
sec. 14(2), to delete “‘or subsection 172(2), as the case may be” from 
the end, in force January I, 1991. 


(5): Validity of fndddan snake sirie limitations 
imposed under subsections 152(4) and (4.01) do not 
apply to a reassessment made under subsection (3). 


History: Subsec. 165(5) amended by 1998, c. 19, subsec. 192(5), 
applicable after April 27, 1989. Subsec. 165(5) formerly read: 


(5) Validity of reassessment — A reassessment made by 
the Minister pursuant to: subsection’ (3) is not invalid by rea- 
son only of not haying been made within the period deter- 
mined under paragraph 152(4)(b) or (c), as the case may be, 
within’ which the Minister may reassess tax payable. 


Pre-RSC History: Subsec. 165(5) substituted by 1990, c. 39, s. 
44applicable after April 27, 1989:-Subsec. 165(5) formerly read: 


(5) Validity of reassessment — A reassessment made by 
the Minister pursuant to subsection (3) is not invalid by rea- 
son only of not having been made within 3 years from the day 
of mailing of a notice of an original assessment or of a notifi- 
cation described in subséction 152(4). 


Subsec. 165(5) substituted by 1984, c. 45, s. 68, to substitute the 
heading “Validity of reassessment” for “Idem” and to substitute “3 
years” for'“4 years”, applicable with respect to 1983 ef seq. 


Interpretation Bulletins: IT-241: Reassessments made after the 
four-year limit. 


(6) Validity of notice of objection — The Minis- 
ter may accept a notice of objection served under 
this section that was not served in the manner re- 
quired by subsection (2). 
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History: Subsec. 165(6) amended by 1994, c..7, Sch. IL (991, c. 
49), subsec.. 138(2), applicable to objections made after January 16, 
1992. Subsec, (6) formerly read: ~ 


(6) Waiver as to service of notice — The Minister may ac- 
cept a notice of objection under this section notwithstanding 
that it was not served in duplicate or in the manner-required, 
by. subsection. (2). 


(7) Notice of objection not required — Where a 
taxpayer has served, in, accordance. with this section a 
notice of objection to an) assessment and thereafter 
the Minister reassesses the tax, interest, penalties or 
other amount in respect of which the notice of objec- 
tion was served or makes:an additional assessment in 
respect thereof and sends to the taxpayer a notice of 
the reassessment or of the additional assessment, as 
the case may be, the taxpayer may,, without serving a 
notice of objection to the reassessment or additional 
assessment, . 


(a) appeal thetefrom to the Tax Court of Canada 
in accordance with section 169; or 


(b) amend any appeal to the. Tax Court of Canada 
that has been instituted with respect to the assess- 
“ment by joining thereto an appeal in respect of 

the reassessment or the additional assessment in 

such manner and on such’terms, if any, as: the oe 

Court of Canada directs. 


Related Provisions: 169(2.1)(b) — Grounds for oe by me 
corporation. 


History: That portion of subsec. 165(7) preceding para. (a) substi- 
tuted by 1994;c. 7, Sch. I (199 1yc. 49), subsec. 138(3), pPaheoe 
to. 1986. et seg. That portion, formerly. read:, 


(7) No: notice of objection required. i in respect: Of, 
reassessment or additional assessment— Where.a.tax- 
payer has served a notice of objection to an assessment in ac- 
cordance with this section and thereafter the Minister reas- 
sesses the taxpayer’s tax for the taxation ‘year in respect of 
which the notice of objection was served or makes an addi-’ 
tional assessment in respect thereof, and sends to the taxpayer 
a notice of the reassessment or of the additional assessment, = 
as the case may be, the taxpayer may, without serving a no- 
tice of objection to the reassessment or additional.assessment, 


Pre-RSC History: Paras. 165(7)(a), (b) substituted by 1988, c. 61, 
subsec. 14(3),.in force January. 1,-1991. Paras. 165(7)(a),) (b). for- 
merly read: 


(a) appeal therefrom to the Tax Court of Canada or the Fed- 
eral Court in accordance with section 169 or subsection 
172(2);. or 


(b) if an appeal to the Tax Court of Canada or. the Federal 
Court has been instituted with respect to the assessment, 

amend such appeal. by joining thereto an appeal in respect of, 
the reassessment or the additional assessment in such manner, 
and on such terms, if any, as the Tax Court of Canada or the 
Federal Court directs. 


Paras. 165(7)(a), (b) substituted by 1980-81-82-83, C. 158, S225, tO 


- substitute “Tax Court of Canada” for “Tax Review Board” and 


“Board”, applicable from July 18, 1983. 


Selected Cases [subsec. 165(7)]: Lehner v. MNR, [1997] 2 
C.T.C. 309 (FCA) (Taxpayer not permitted to amend appeals dis- 
posed of by consent judgment); Stephens v. The Queen, [1977] 
C.T.C. 590 (FCTD) (Appéal from reassessment rejected eee ap- 
peal from assessment disposed of). 


Related Provisions [s. 165]: See Related provisions at end of's. 
163. 
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Selected Cases [s. 165]: Nova Ban-Corp. Lid. v. Tottrup, [1989] 
2 C.T.C. 304 (FCTD) (Canada Business Corporations Act does not 
provide basis for creditor to commence proceedings in the Federal 
Court in name of debtor in respect of assessment of tax against 
debtor). 


Definitions [s. 165]: “amount”, “assessment” — 248(1); “Canada 


Customs and Revenue Agency” — Canada Customs and Revenue 
Agency Act s. 4(1); “filing-due date” — 150(1), 248(1); “‘individ- 
ual”, “Minister”, “prescribed” — 248(1): “large corporation” — 


225.1(8); “taxation year” — 249; “taxpayer” — 248(1): “testamen- 
tary trust” — 248(1); “trust” — 104(1), 108(1), 248(1), (3): “writ- 
ing” — Interpretation Act 35(1). 


General 


166. Irregularities — An assessment shall not be 
vacated or varied on appeal by reason only of any 
irregularity, informality, omission or error on the 
part of any person in the observation of any directory 
provision of this Act. 


Related Provisions: 152(3) — Liability for tax not affected by 
incorrect or incomplete assessment; 152(8) — Assessment valid de- 
spite error; 158 — Assessment payable forthwith; 165(3) — Objec- 
tions —- Duties of Minister. See also Related provisions annotation 
at end of. s..163. ; 


Selected Cases [s. 166]: Kyte vy. Canada, 9992 Ge. 15 
(FCA) (Provision covers error in certificate amount in subsec. 
227.1(2)). 


Definitions [s. 166]: “assessment”, “person” — 248(1). 


166.1 (1) Extension of time by Minister — 
Where no notice of objection to an assessment has 
been served under section 165, nor any request under 
subsection 245(6) made, within the time limited by 
those provisions for doing so, the taxpayer may ap- 
ply to the Minister to extend the time for serving the 
notice of objection or making the request. 


Related Provisions: 244(10) — Proof that no notice of objection 
filed. 


(2) Contents of application — An application 
made under subsection (1) shall set out the reasons 
why the notice of objection or the request was not 
served or made, as the case may be, within the time 
otherwise limited by this Act for doing so. 


(3) How application made — An application 
under subsection (1) shall be made by being ad- 
dressed to the Chief of Appeals in a District Office 
or a Taxation Centre of the Department of National 
Revenue and delivered or mailed to that Office or 
Centre, accompanied by a copy of the notice of ob- 
jection or a copy of the request, as the case may be. 


Related Provisions: 248(7)(a) — Mail deemed received on day 
mailed. 
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History: “Department of National Revenue” substituted for “De: 
partment of National Revenue, Taxation” in subsec. 166.1(3) by 
1994, c. 13, subsec. 8(1), applicable May 12, 1994. 


(4) ldem — The Minister may accept an application 
under this section that was not made in the manner 
required by subsection (3). 


(5) Duties of Minister — On receipt of an applica- 
tion made under subsection (1), the Minister shall, 
with all due dispatch, consider the application and 
grant or refuse it, and shall thereupon notify the tax- 
payer in writing of the Minister’s decision. 

Related Provisions: 166.2(1) — Extension of time by Tax Court; 
244(14) — Date of mailing presumed to be date of notification; . 
History: Subsec. 166.1(5) amended by 1994, c. 7, Sch. VIII (1993, 
c. 24), s. 99. Subsec. (5) formerly read: 


(5) Duties of Minister — On receipt of an application made 
under subsection (1), the Minister shall, with all due dispatch, . 
consider the application and grant or refuse it, and shall there- 
upon notify the taxpayer of the decision by registered mail. 


(6) Date of objection or request if application 
granted — Where an application made under sub- 
section (1) is granted, the notice of objection or the 
request, as the case may be, shall be deemed to have 
been served or made on the day the decision of the 
Minister is mailed to the taxpayer. 


(7) When order to be made — No application 
shall be granted under this section unless 


(a) the application is made within one year after 
the expiration of the time otherwise limited by 
this Act for serving a notice of objection or mak- 
ing a request, as the case may be; and 


(b) the taxpayer demonstrates that 


(i) within the time otherwise limited by this 
Act for serving such a notice or making such a 
request, as the case may be, the taxpayer 


(A) was unable to act or to instruct another 
to act in the taxpayer’s name, or 


(B) had a bona fide intention to object to 
the assessment or make the request, » 


(ii) given the reasons set out in the application 
and the circumstances of the case, it would be 
just and equitable to grant the application, and 


(iii) the application was made as soon as cir- 
cumstances permitted. 


Related Provisions: 248(7)(a) — Mail deemed received on day 
mailed. 


History: S. 166.1 added by 1994, c. 7, Sch. IT (1991, c. 49), s. 139, 
applicable to applications filed after January 16, 1992. 


Definitions [s. 166.1]: “assessment”, “Minister”, “taxpayer” — 
248(1); “Canada Customs and Revenue Agency” — Canada Cus- 
toms and Revenue Agency. Act s. 4(1); “writing” — Interpretation 
Act 35(1). 


166.2 (1) Extension of time by Tax Court — A 
taxpayer who has made an application under subsec- 
tion 166.1[(1)] may apply to the Tax Court of Can- 
ada to have the application granted after either 


(a) the Minister has refused the application, or 
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(b) 90 days have elapsed after service of the ap- 
plication under subsection 166.1(1) and the Min- 
ister has not notified the taxpayer of the Minis- 
ter’s decision, 


but no application under this section may be made 
after the expiration of 90 days after the day on which 
notification of the decision was mailed to the 
taxpayer. 


(2) How application made — An application 
under subsection (1) shall be made by filing in the 
Registry of the Tax Court of Canada, or by sending 
by registered mail addressed to an office of the Reg- 
istry, 3 copies of the documents referred to in sub- 
section 166.1(3) and 3 copies of the notification, if 
any, referred to in subsection 166.1(5). 


Related Provisions: 248(7)(a) — Mail deemed received on day 
mailed. 


Selected Cases [subsec. 166.2(2)]: Bordieri v. Canada, [1995] 
2 C.T.C. 15 (FCA) (Courier service does not comply with statutory 
requirement). 


(3) Copy to Deputy Minister — The Tax Court of 


Canada shall send a copy of each application made 


under this section to the office of the Deputy Minis- 
ter of National Revenue. 


History: “Deputy Minister of National Revenue” substituted for 
“Deputy Minister of National Revenue. for Taxation” in subsec. 
166,2(3) by 1994, c. 13, subsec, 7(1), applicable May 12, 1994. 


(4) Powers of Court — The Tax Court of Canada 
may grant or dismiss an application made under sub- 
section (1) and, in granting an application, may im- 
pose such terms as it deems just or order that the no- 
tice of objection be deemed to have been served on 
the date of its order. 


(5) When application to be granted — No ap- 
plication shall be granted under this section unless 


(a) the application was made under subsection 
166.1(1) within one year after the expiration of 
the time otherwise limited by this Act for serving 
a notice of objection or making a request, as the 
case may be; and 


(b) the taxpayer demonstrates that 


(i) within the time otherwise limited by this 
Act for serving such a notice or making such a 
request, as the case may be, the taxpayer 


(A) was unable to act or to instruct another 
to act in the taxpayer’s name, or 


(B) had a bona fide intention to object to 
the assessment or make the request, 


(ii), given the reasons set out in the application 
and the circumstances of the case, it would be 
just and equitable to grant the application, and 
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(iii) the application was made under subsec- 
tion 166.1(1) as soon as circumstances 
permitted. 


Related Provisions: 169 — Appeals. 


History: S. 166.2 added by 1994, c. 7, Sch. II (1991, c. 49), s. 139, 
applicable to applications filed after January 16, 1992. 39 


Definitions [s. 166.2]: “Commissioner of Customs and Reve- 
nue” — Canada Customs and Revenue Agency Act s. 25; “Muinis- 
ter”, “taxpayer” — 248(1). 


167. (1). Extension of time to appeal — Where 
an appeal to the Tax Court of Canada has not been 
instituted by a taxpayer under section 169 within the 
time limited by that section for doing so, the tax- 
payer may make an application to the Court for an 
order extending the time: within .which the appeal 
may be instituted and the Court:may make an order 
extending the time for appealing and may impose 
such terms as it deems just. — ! 


Selected Cases [subsec. 167(1)]: Kershaw v. Canada, [1992] 
1 C.T.C. 301 (FCA) (Application to extend time to file notice of 
objection granted). 


(2) Contents of application — An application 
made under subsection (1) shall set out the reasons 
why the appeal was not instituted within the time 
limited by section 169 for doing so. 


History: Subsecs. 167(1), (2) substituted by 1994, c. 7, Sch. II 
(1991, c. 49), s. 139, applicable to ‘applications filed after January 
16, 1992. Those subsecs. formerly read: 


167. (1) Application to Tax Gourt of Canada: for time ex- 
tension — Where no objection to an assessment. under sec- 
tion 165, appeal to the Tax Court of Canada under section 
169 or request under’subsection 245(6) has been made or in- 
stituted within the:time limited by that provision for doing so, 
an application may be made to the Tax Court of Canada for 
an order extending the time within which a notice of objec- 
tion may be served, an appeal instituted or a request made, 
and the Court may, if in its opinion the circumstances of the 
case are such that it would be just and equitable to do so, 
make an order ‘extending the time of objecting, appealing or 
making a request and may impose such terms as it deems just. 


(2) ldem— The application referred to in subsection (1) 
shall set out the reasons why it was not possible to serve the 
notice of objection, institute the appeal to the Court or make 
the request under subsection 245(6), as the ‘case may be, 
within the time otherwise limited by this Act for so doing. 


Pre-RSC History: Subsecs. 167(1), (2) substituted by 1988, c. 55, 
subsec. 146(1). Subsecs. 167(1), (2) formerly. read: 


167. (1) Application to [Tax Court] for time extension — 
Where no objection to an assessment under section 165 or 
appeal to the Tax Court of Canada under section 169 has been 
made or instituted within the time limited by section 165 or 
169, as the case may be, for doing so, an application may be 
made to the Tax Court of Canada for an order extending the 
time within which a notice of objection may be served or an 
appeal instituted and the Court may, if in its opinion the cir- 
cumstances of the case are such that it would be just and eq- 
uitable to do so, make an order extending the time for ob- 
jecting or appealing and may impose such terms as it deems 
just. 


(2) ldem— The application referred to in subsection (1) 
shall set forth the reasons why it was'not possible to serve the 
notice of objection or institute the appeal to the Court within 
the time otherwise limited by this Act for so doing. 
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“Tax Court of Canada” substituted. for “Tax Review Board” and 
“Court” for “Board” in subsecs. 167(1), (2) by 1980-81-82-83, c. 
158, s. 58, applicable from July 18, 1983. 


(3) How application made — An application 
under subsection (1) shall be made. by filing inthe 
Registry of the Tax Court of Canada, or by sending 
by registered mail addressed to an. office of the Reg- 
istry, 3 copies of the application accompanied by. 3 
copies of the notice of appeal. 


Related Provisions: 165(2) — Service. 


History: Subsec. 167(3) substituted by 1994, c.7, Sch. IT (1991, c. 
49),'s. 139, applicable to applications filed after January 16, 1992. 
Subsec. 167(3) formerly read! : 
(3) How application made — An application under subsec- 
tion (1) shall be made by filing with the Registrar of the: Tax 
Court of Canada or by’ sending by registered mail addressed 
to, the, Registrar of the-Tax Court of Canada. at Ottawa three 
. copies of the application accompanied by three copies of a 
notice of objection or notice of appeal, as the case may be. 


Pre-RSC History: “Tax Court of. Canada” substituted for “Tax 
Review Board” in subsec. 167(3) by 1980-81-82-83, c. 158, s. 58, 
applicable from July 18, 1983. 


(4) Copy to Deputy Attorney General — The 
Tax Court of Canada shall send a copy of each appli- 
cation made under this section to the office of the 
Deputy Attorney General of Canada. 


History: Subsec. 167(4) added by 1994, c..7, Sch. II (1991, c..49), 


s.,139, applicable to applications filed after January 16, 1992. 
Pre-RSC History: (For former 167(4) see History. to 167(5).) 


(5) When order to be made — No order shall be 
made under this section unless 


(a) the application is made within one year after 
the expiration of the time limited by section 169 
for appealing; and 


(b) the taxpayer demonstrates that 


(i) within the time otherwise limited by sec- 
tion 169 for appealing the taxpayer 


(A). was unable to act or to instruct another 
to act in the taxpayer’s name, or 


(B) had a bona fide intention to appeal, 


(ii) given the reasons set out in the application 
and the circumstances of the case, it would be 
just and equitable to grant the application, 


(iil) the application was made as soon as Cir- 
cumstances permitted, and 


(iv) there are reasonable grounds for the 
appeal. 


Related Provisions: 169 — Appeal. 


History: Subsec. 167(5) substituted by 1994, c..7, Sch. II (1991, c. 
49), s. 139, applicable to applications filed after January 16, 1992. 
Subsec. 167(5) formerly read: 


. (5) When order to. be made —No order shall be made 
under subsection (1) 


(a) unless the application to extend the time for objecting 
or appealing, or making the request, as the case may be, 
is made within one year after the expiration of the time 
otherwise limited by this Act for objecting to or appeal- 
ing from the assessment in respect of which the applica- 
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tion is made or for making the request under subsection 
245(6), as the case-may be; 


(b) if the Tax Court of Canada has previously made an 
order extending the time for objecting to or appealing 
from the assessment or making the Tequest, as the case _ 
may be; and , rw 


(c) unless the Tax Court of Canada is satisfied that 


(i) but for the circumstances mentioned in subsection 
(1), an objection, appeal or request would have been 
made or instituted within the time otherwise limited 
by this Act for so doing, 


(ii) the. application was brought as soon as. circum- 
stances permitted it to be brought, and 


(iii) there are reasonable grounds for objecting to. or 
appealing from the assessment -or making the 
request. 


Pre-RSC History: Former subsec. 167(4) repealed, 167(5) substi- 
tuted, by 1988, c. 61, ss. 15, 45(2), in force January 1, 1991. Sub- 
secs. (4), (5) formerly read: 


(4) Application for time extension to Federal Court — 
Where no appeal to the Federal Court of Canada under sec- 
tion 172 has been instituted within the time limited by that 
section, an application may be made to the Federal Court of. 
Canada by notice filed in the Court and served on the Deputy 
Attorney General of Canada at least 14 days before the appli- . 
cation is returnable for an order extending the time within 
which such appeal may be instituted and the Court may, if in - 
its opinion .the circumstances of the case are such that it 
would be just and equitable to do so, make an order extending 
the time for appealing and may impose such terms as it deems 
just. : : : 


(5) When ‘order to be made — No order shall be made . 
under subsection (1) or (4). : 


(a) unless the application to extend the time for objecting, 
appealing or making the request, as the case may be, is 
made within one year after the expiration of the time oth- 
erwise limited by this Act for objecting to or appealing 
from the assessment in respect of which the.application is . 
made or for making the request under subsection 245(6), 
as the case may be; 


(b) if.the Tax Court of Canada or Federal Court has pre- 
viously made an order extending the time for objecting to 
Or appealing from the assessment or making the request, 
as the case may be; and i weiss 


(c)-unless the Tax Court’ of Canada or Federal Court is 
satisfied -that 


(i) but for the circumstances mentioned in subsection 
(1) or (4), as the case may be, an objection, appeal or 
request would have been made or instituted within 
the time otherwise limited by this Act for so doing, 


(ii) the application was brought as soon as circum- 
stances permitted it to be brought, and 


(ili) there are reasonable grounds for objecting to or 
appealing from ‘the assessment or. making the 
request. 


Subsec. 167(S) substituted by 1988, c. 55, subsec.:146(2). Subsec. 
167(5) formerly read: 


(5) When order to be made — No order: shall be made 
under subsection (1) or (4) 


(a) unless the application to extend the time for objecting 
or appealing is made within one year after the expiration 
of the time otherwise limited by this Act for objecting to 
or appealing from the assessment in respect of which the 
application: is made; 
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(b) if the Tax Court of Canada or Federal Court has pre- 
viously made an order extending the time for objecting to 
or appealing from the assessment; and 


(c) unless the Tax Court of Canada or’ Federal Court is 
satisfied that, 


(i) but for the circumstances mentioned in subsection 
(1) or (4),-as the case may be, an objection or appeal 
would have been made or taken within the time oth- 
erwise limited by this Act for so doing, 
(ii) the application was brought as soon as circum- 
stances permitted it to be brought, and 
(iii) there are reasonable grounds for objecting to or 
appealing from the assessment. 
“Tax Court of Canada or Federal Court” substituted for “Board or 
Court” in paras. 167(5)(b), (c) by 1980-81-82-83,-c. 158, s. 58, ap- 
plicable from July 18, 1983. 
Selected Cases [subsec. 167(5)]: Kershaw v. Canada, [1992] 
1 C.T.C..301 (FCA) (Application to extend time to file notice of 
objection granted); Minuteman Press of Canada Co. Ltd. v. MNR, 
[1988] 1 C.T.C. 440 (FCA) (Taxpayer’s notice of appeal not appli- 
cation for extension of delays; appeal dismissed when filed after 
prescribed delay); The Queen v. Pennington, [1987] 1 C-T.C. ep) 
(FCA) (Circumstances not justifying application for extension of 
time to file late notice of objection); The Queen v. Tohms, [1985] 2 
C.T.C. 130 (FCA) (Extension allowed due to physical condition of 
taxpayer); Maclsaac v. The Queen, [1983] C.T.C, 213 (FCTD) (Re- 
vision of assessments cannot be obtained after time for filing notice 
of objection expired); Tic Toc Tours Ltd. v. MNR, {1982] C.T.C. 
264 (FCA) (Extension permitted where accountant failed to file no- 
tice of objection in time). 


Definitions [s. 167]: “taxpayer” — 248(1). 
Revocation of Registration of Certain 
Organizations and Associations 


168. (1) Notice of intention to revoke registra- 
tion — Where a registered charity or a registered 
Canadian amateur athletic association 


(a) applies to the Minister in writing for revoca- 
tion of its registration, 


(b) ceases to comply with the requirements of this 
Act for its registration as such, 


(c) fails to file an information return as and when 
required under this Act or a regulation, 


(d) issues a receipt for a gift or donation other- 
wise than in accordance with this Act and the 
regulations or that contains false information, 


(e) fails to comply with or contravenes any of 
sections 230 to 231.5, or 


(f) in the case of a registered Canadian amateur 
athletic association, accepts a gift or donation the 
granting of which was expressly or impliedly 
conditional on the association making a gift or 
donation to another person, club, society or 
association, 


the Minister may, by registered mail, give notice to 
-the registered charity or registered Canadian amateur 
athletic association that the Minister proposes to re- 
voke its registration. 


Related Provisions: 149.1(2) — Revocation of registration of 
charity; 149.1(3) — Revocation of registration of public foundation; 


S. 168 


149.1(6.4), (6.5) — Application of s. 168 to registered national arts 
service organizations; 172(3)(a)—~Appeal from revocation; 
180(1) — Appeals to Federal Court,of Appeal; 188(1), (2) — Revo- 
cation tax; 230(2) — Charity must keep records to allow Minister to 
determine if there are grounds for revocation of registration ; 
244(5) — Proof of service by mail; 248(1)“registered Canadian am- 
ateur athletic association”, “registered charity” — Application for 
registration; 248(7)(a) — Mail deemed received on day mailed. 


Pre-RSC History: Para. 168(1)(e) amended by 1986, .c. 6, s. 91, to 
substitute “any of sections 230 to 231.5” for “section 230 or 231”. 


Subsec. 168(1) amended by 1976-77, c. 4, s. 87 and Schedule I, 
applicable to 1977 et seq. to substitute “registered charity” for “reg- 
istered Canadian charitable organization”. 


Selected Cases [subsec. 168(1)]: Renaissance International v. 
MNR, [1982] C.T.C. 393 (FCA) (Failing to file: notice of intention 
to revoke registration violated rules of natural justice). 


Interpretation Bulletins: IT-496: Non-profit organizations. 


Information Circulars: 80-10R: Ropittened charities; operating a 
registered: charity. 


Forms: 1280: Information — Registered charities. and registered 
Canadian amateur athletic associations; T2050: Application for in- 
come tax registration for Canadian amateur athletic associations and 
Canadian charities; T2052: Registered Canadian amateur athletic 
association return of information. 


(2) Revocation of registration — Where the 
Minister gives notice under subsection (1) to a regis- 
tered charity or to a registered Canadian amateur ath- 
letic association, 


(a) if the charity or association has applied to the 
Minister in writing for the revocation of its regis- 
tration, the Minister shall, forthwith after the 
mailing of the notice, publish a copy of the notice 
in the Canada Gazette, and 


(b) in any other case, the Minister may, after the 
expiration of 30 days from the day of mailing of 
the notice, or after the expiration of such ex- 
tended period from the day of mailing of the no- 
tice as the Federal Court of Appeal or a judge of 
that Court, on application made at any time 
before the determination of any appeal pursuant 
to subsection 172(3) from the giving of the no- 
tice, may fix or allow, publish a copy of the no- 
tice in the Canada Gazette, 


and on that publication of a copy of the notice, the 
registration of the charity or association is revoked. 


Related Provisions: 149.1(4) — Revocation of registration of 
private foundation; 172(3) — Appeal from refusal to register or rev- 
ocation of registration; 180 — Appeals to Federal Court of Appeal; 
188(1) — Revocation tax. 


Pre-RSC History: Subsec. 168(2) substituted by 1984, c. 45, s. 
69, to substitute “charity” for “organization” and to substitute “on” 
for “upon”, applicable to taxation years commencing after 1983. 


“Registered charity” substituted for “registered Canadian charitable 


organization” in subsec.: 168(2) by 1976-77, ¢. 4, s. 87 and Schedule 
II, applicable to 1977 et seq. 


Information Circulars [s. 168]: 80-10R: Registered charities: 
operating a registered charity. 


Definitions [s. 168]: “contravene” — Interpretation Act 35(1); 
“Minister”, “person”, “registered Canadian amateur athletic associa- 
tion”, “registered charity”, “regulation” — 248(1); “writing” — In- 
terpretation Act 35(1). 
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Division J — Appeals to the Tax 
Court of Canada and the Federal 
Court 


169. (1) Appeal — Where a taxpayer has served no- 
tice of objection to an assessment under section 165, 
the taxpayer may appeal to the Tax Court of Canada 
to have the assessment vacated or varied after either 


(a) the Minister has confirmed the assessment or 
reassessed, or 


(b) 90 days have elapsed after service of the no- 
tice of objection and the Minister has not notified 
the taxpayer that the Minister has vacated or con- 
firmed the assessment or reassessed, 


but no appeal under this section may be instituted af- 
ter the expiration of 90 days from the day notice has 
been mailed to the taxpayer under section 165 that 
the Minister has confirmed: the assessment -or 
reassessed. 

Related Provisions: 167 — Application for time extension; 
170 — Informal procedure appeals; 173(2), 174(5) — Time during 
consideration not to count; 175 — General procedure appeals; 
179.1 — Where no reasonable grounds for appeal; 225.1(3) — Col- 
lection restrictions; Interpretation Act 26 — Deadline on Sunday or 
holiday extended to next business day. 


Selected Cases [subsec. 169(1)]: Dural Products Ltd. v. MNR, 
[1992] 2 C.T.C. 2734 (TCC); on appeal (Dissolved former wholly- 
owned subsidiary’s right of appeal against assessment cannot be as- 
signed to parent corporation); 460354 Ontario Inc. vy. MNR, [1992] 
2 C,T.C.. 287 (FCTD) (Reassessment of dissolved corporation was 
valid administrative proceeding brought within 5 years of dissolu- 
tion in accordance with Ontario Business Corporations Act, s. 241: 
appeal therefrom was valid as final stage of proceeding commenced 
by reassessment, and not commencement of an action). 


Information Circulars: 98-1: Collections policies (Draft). 


Forms: T400A: Notice of objection; TLA4: Notification of rejec- 
tion of notice of objection; TLA7: Filing appeals to the Tax Court 
of Canada. 


(2) Limitation of right to appeal from 
assessments or determinations — Notwith- 
Standing subsection (1), where at any time the Minis- 
ter assesses tax, interest, penalties or other amounts 
payable under this Part by, or makes a determination 
in respect of, a taxpayer 


(a) under subsection 67.5(2) or 152(1.8), subpara- 
graph 152(4)(b)(i) or subsection 152(4.3) or (6), 
164(4.1), 220(3.4) or 245(8) or in accordance 
with an order of a court vacating, varying or re- 
storing the assessment or referring the assessment 
back to the Minister for reconsideration and 
reassessment, 


(b) under subsection 165(3) where the underlying 
objection relates to an assessment or a determina- 
tion made under any of the provisions or circum- 
stances referred to in paragraph (a), or 


(c) under a provision of an Act of Parliament re- 
quiring an assessment to be made that, but for 
that provision, would not be made because of 
subsections 152(4) to (5), 
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the taxpayer may appeal to the Tax Court of Canada 
within the time limit specified: in subsection (1), but 
only to the extent that the reasons for the appeal can 
reasonably be regarded 


(d) where the assessment or determination was 
made under subsection 152(1.8), as relating to 
any matter specified in paragraph 152(1.8)(a), (b) 
or (c), and 


(e) in any other case, as relating to any matter 
that gave rise to the assessment or determination 


and that was not conclusively determined by the 
Court, and this subsection shall not be read or con- 
strued as limiting the right of the taxpayer to appeal 
from an assessment or a determination issued or 
made before that time. 


Related Provisions: 165(1.1) — Limitation of right to object to 
assessments or determinations. 
History: The portion of subsec, 169(2) before para. (b) and the por- 
tion after para. (c) amended by 1998, c. 19, subsecs. 193(1), (2), 
applicable in respect of determinations made after June 18, 1998. 
Those portions formerly read: 4 
(2) Limitation of right to appeal from assessments or de- 
terminations — Notwithstanding subsection (1), where at 
any time the Minister assesses tax, interest or penalties paya- 
ble under this Part by, or makes a determination in respect of, 
a taxpayer c 
(a) under subsection 67.5(2), subparagraph 152(4)(b)(i) _ 
or subsection 152(4.3) or (6), 164(4.1), 220(3.4) or 
245(8) or in accordance with an order of a court vacating, - 
varying or restoring the assessment or referring the as- 
sessment..back to the.Minister for reconsideration and 
reassessment, - 


the: taxpayer may appeal to the Tax Court of Canada within 
the time limit specified. in subsection (1) only to the extent 
that the reasons for the appeal can reasonably be regarded as ~ 
relating to a matter that gave rise to the assessment or deter- 
mination and that was not conclusively determined by the 
Court, and this subsection shall not be read or construed as 
limiting the right of the taxpayer to appeal from an assess- 
ment or a determination issued or made before that time. 


Para. 169(2)(a) amended by 1994, c. 7, Sch. VIII (1993; c. 24), sub- 
sec. 100(1), to add reference to subsection 152(4.3). 


S. 169 renumbered as subsec. 169(1), and subsec. (2) added, by 
1994, c. 7, Sch. 11.(1991, c. 49), s. 140, applicable to appeals from 
assessments or determinations objected to after December 17, 1991. 


(2.1) Limitation on appeals by large corpora- 
tions — Notwithstanding subsections (1) and (2), 
where a corporation that was a large corporation in a 
taxation year (within the meaning assigned by sub- 
section 225.1(8)) served a notice of objection to an 
assessment under this Part for the year, the corpora- 
tion may appeal to the Tax Court of Canada to have 
the assessment vacated or varied only with respect to 


(a) an issue in respect of which the corporation 
has complied with subsection 165(1.11) in the 
notice, or 


(b) an issue described in subsection 165(1.14) 
where the corporation did not, because of subsec- 
tion 165(7), serve a notice of objection to the as- 
sessment that gave rise to the issue 
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and, in the case of an issue described in paragraph 
(a), the corporation may so appeal ‘only with respect 
to the relief sought in respect of the issue as speci- 
fied by the corporation in the notice, 

Related Provisions: 
appeal. , 


History: Subsec. 169(2.1) added by 1995, c. 21,8. 71, he ie to 
appeals instituted after June 22, 1995. 


17101) Jurisdiction’ of Tax Court on 


(2.2) Waived issues — Notwithstanding ‘subsec- 
tions (1) and (2), for greater certainty a taxpayer may 
not appeal to the Tax Court of Canada to have an 
assessment under this Part vacated or varied in re- 
spect of an issue for which the right of objection or 
appeal has been’ waived in writing by the taxpayer. 


Related Provisions: 165(1.2) — No eure, permite where 
right to object waived. 


History: Subsec. 169(2.2) added by 1995, c: 21,’s. 71, applicable 
after June 22,1995 to waivers signed at any time. 


(3) Disposition of appeal on coRsenE=2nNot- 
withstanding section 152, for the purpose of dispos- 
ing of an appeal made under a provision of this Act, 


the Minister may at any time, with the consent in— 


writing of the taxpayer, reassess tax, interest, penal- 
ties or other amounts payable under this Act by the 
taxpayer. 


Related Provisions: 165(1.2) — Limitation of right to object; 
169(4) — Provisions applicable; 225.1(1) — No collection restric- 
tions following assessment. 


(4) Provisions applicable — Division I applies, 
with such modifications as the circumstances re- 
quire, in respect of a reassessment made under sub- 
section (3) ‘as though it had’ been made under section 
gaye 


History: Subsecs. 169(3) and (4) added by 1994, c. 7, Sch. VIII 
(1993, c. 24), subsec. 100(2). 


Pre-RSC History: Para. 169(b) substituted by 1984, c..45, s.70, to 
substitute*“90”: for 180”, applicable to noticesof objection served 
after December 20, 1984. 


“Tax Court of Canada” substituted for “Tax Review Board” in the 
heading preceding s, 169 in that portion of s. 169 preceding para. (a) 
by 1980-81-82-83, c. 158, s. 58, applicable from July 18, 1983. 


Selected Cases [s. 169]: 495/87 Ontario Ltd. v. MNR, [1992] 1 
C.T.C. 356 (FCA) (Sole shareholder of dissolved corporation al- 
lowed to’ appeal’ reassessment against company); Bowen v. MNR, 
[1991] 2 C.T.C. 266 (FCA) (Notice of confirmation of assessment 
received after deadline for filing notice of appeal and obtaining ex- 
tension; application for extension of time, for filing dismissed); 
Minuteman Press of Canada Co. Ltd..v. MNR,. [1988] 1 C.T.C. 440 
(FCA) (Taxpayer’s notice of appeal not found to be extension of 
time; appeal dismissed when filed after the 90-day limit); Danielson 
v. MNR, {1986] 2 C.T.C. 341 (FCTD) (Application for certiorari 
not appropriate procedure for appeal against assessment); Hart et al. 
v, MNR, [1986] 2 C.T.C. 63 (FCTD); appealed to FCA (May 30, 
1986), File A-329-86 (Income tax assessment cannot be challenged 
by motion to quash); Gibbs vy. MNR, [1984] G.T.C..434 (FCTD) 
(Assessment cannot be challenged by motion to quash); The Queen 
v. Parsons; The Queen.v. Flemming Estate, [1984] C.T.C. 352 
(FCA) (Assessment can be challenged only upon appeal provisions, 
not by motion to quash); The Queen v. B & J Music Ltd., [1980] 
C.T.C. 287 (FCTD) (Assessment not in issue; Tax Review Board 
had no jurisdiction to hear appeal). 


_ Definitions [s: 169}: 


S. 171(1) 


“assessment”, “Minister”, 
248(1); “writing” — Interpretation Act 35(1): 


I.T. Application Rules [ss. 169-180]: 62(5). 


“taxpayer” — 


170. (1) [Informal appeals— J] Notice to 

Deputy Minister — Where an appeal is made to 

_ the Tax Court of Canada under section 18 of the Tax 
Court of Canada Act, the Court shall forthwith send 
a copy of the notice of the appeal to the office of the 
Deputy Minister of National Revenue. 


History: “Deputy Minister of National Revenue” substituted for 
“Deputy Minister of National Revenue for Taxation” in subsec. 
170(1) by 1994, c. 13, subsec. 7(1), applicable May 12, 1994, 


(2) Notice, etc., to be forwarded to Tax Court 
of Canada — Forthwith after receiving notice 
under subsection (1) of an appeal, the Deputy Minis- 
ter of National Revenue shall forward to the Tax 
Court of Canada copies of all returns, notices of as- 
sessment, notices of objection and notification, if 
any, that are relevant to the appeal. 


History: “Deputy Minister of National Revenue” substituted for 
_ “Deputy Minister of National Revenue for Taxation” in subsec. 
| 170(2) by 1994, c. 13, subsec. 7(1), applicable May 12, 1994. 


Related Provisions: 169 — Appeal. 


Pre-RSC History [s. 170]: Subsec. 170(1) amended by 1988, ¢ 
61, s. 16, to add “under section 18 of the Tax Court of Canada Act” 
and to substitute “a copy of the notice” for “a note”, in force Janu- 
ary 1, 1991. ~ 


“Tax Court of Canada” substituted for “Board” in s. 170 by 1980- 
81-82-83, c. 158, s. 58, applicable from July 18, 1983. 


Definitions [s. 170]: “assessment” — 248(1); “Commissioner of 
Customs and Revenue” — Canada Customs and Revenue Agency 
AGL 97.25% 


| LT. Application Rules [s. 170]: 62(5). 


171. (1) Disposal of appeal — The Tax Court of 
Canada may dispose of an appeal by 


(a) dismissing it; or 

(b) allowing it and 
(i) vacating the assessment, 
(ii) varying the assessment, or 


- (iii) referring the assessment back to the Min- 
ister for reconsideration and reassessment. 
Related Provisions: 152(1.2) — Assessment — provisions appli- 
cable; 169 — Appeal; 202(3) Returns and payment of estimated 
tax — provisions applicable; 227(7) — Withholding taxes; 
227(10) — Assessment. 
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Selected Cases [subsec. 171(1)]: Ashby vy. Canada, [1996] 1 
C.T.C. 2464 (TCC) (Deductions made but not remitted differ from 
case where deductions not made); Low (A.H.) v. Canada, [1993] 2 
C.T.C. 2227 (TCC) (Court had no jurisdiction to order payment of 
refund); McCambridge v. The Queen, [1979] C.T.C. 473 (FCA) 
(Appeal to Tax Review Board’cannot be disposed of by administra- 
tive action; requires positive order or judgment by member of Tax 
Reyiew Board). a 


(2), (3) [Repealed under former Act] 


Pre-RSC History: Subsecs. 171(2), (3) repealed: by 1984, c. 45, s! 


71, applicable with respect to appeals disposed of after December 
20, 1984. Subsees. 171(2), (3) formerly read: 


(2) Assessment under s. 246 — Where an appeal relates to 
an assessment or reassessment made pursuant to a direction 
given under section 246, the Tax Court of Canada has no ju- 
risdiction to vacate or vary the assessment in so far as it is 
made in accordance with that direction: and, if it appears that 
the only matter at issue in the appeal is whether one of the 
purposes of the transaction or transactions was the avoidance 
or reduction of taxes, the Tax Court of Canada shall forthwith 
dismiss the appeal. 


(3) Costs — No costs may be awarded by the Tax Court of 
Canada on the disposition of an appeal. 


(4) [Repealed] 


History: Subsec. 171(4) repealed by 1994, c. 7, Sch. IX (1993, c. 
27), 8. 215, applicable June 10, 1993. Subsec. (4) formerly read: 


(4) Copy of decision to Minister and appellant — On the 
disposition of an appeal referred.to in section 18 of the Tax 
Court of Canada Act, the Tax Court of Canada shall forth- 
with forward, by registered mail, a copy of the decision and 
written reasons, if any, given therefor to the Minister and the 
appellant. 


Pre-RSC History: Subsec. 171(4) substituted by. 1988, c. 61, s. 
17, in force January 1, 1991. Subsec. 171(4) formerly read: 


(4) Copy. of decision to Minister and appellant— Upon 
the disposition of an appeal, the Tax Court of Canada shall 
forthwith forward, by registered mail, a copy of the decision 
and any written reasons given therefor to the Minister and the 
appellant. 


“Tax Court of Canada” substituted for “Board” in s. 171 by 1980- 
81-82-83, c. 158, s. 58, applicable from July 18, 1983. 


Definitions [s. 171]: “assessment”, “Minister”? — 248(1). 


172. (1), (2) [Repealed under former Act] - 


Pre-RSC History: Subsecs. 172(1), (2) repealed by 1988, c, 61, 
subsec. 18(1), in force January 1, 1991. Subsecs. 172(1), (2) for- 
merly read: 


172. (1) Appeal —The Minister or the taxpayer may, within 
120 days from the day on which the Registrar of the Tax 
Court of Canada mails the decision on an appeal under sec- 
tion 169 to the Minister and the taxpayer, appeal to the Fed- 
eral Court of Canada. 


(2) Appeal to Federal Court of Canada — Where a tax- 
payer has served a notice of objection to an assessment under 
section 165, he may, in place of appealing to the Tax Court of 
Canada under section. 169, appeal to. the Federal Court of 
Canada at a time when, under section 169, he could have ap- 
pealed to the Tax Court of Canada. 


“Tax Court of Canada” substituted for “Tax Review Board” in sub- 
secs. 172(1), (2) by.1980-81-82-83, c. 158, s. 58, applicable from 
July 18, 1983. 
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(3) Appeal from refusal to register, 
revocation of registration, etc. — Where the 
Minister 


(a) refuses to register an applicant for registration 
as a charitable organization, private foundation, 
public foundation or Canadian amateur athletic 
association, or gives notice under subsection 
149.1(2), (3), (4) or (4:1) or 168(1) to any such 
organization, foundation or association that the 
‘Minister proposes to revoke its registration, 


(a.1) designates or refuses to designate a regis- 
tered charity pursuant to subsection 149.1(6.3) of 
this Act or subsection 110(8.1) or (8.2) of the In- 
come Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, 


(b) refuses to accept for registration for the pur- 
poses of this Act any retirement savings plan, 


(c) refuses to accept for registration for the pur- 
poses of this Act any profit sharing plan or re- 
vokes the registration of such a plan, 


(d) refuses to issue a certificate of exemption 
under subsection 212(14), 


(e) refuses to accept for registration for the pur- 
poses of this Act an education savings plan, 


(e.1) sends notice under subsection 146.1(12.1) to 
a promoter that the Minister proposes to revoke 
the registration of an education savings plan, 


(f) refuses to register for the purposes of this Act 
any pension plan or gives notice under subsection 
147.1(11) to the administrator of a registered pen- 
sion plan that the Minister proposes to revoke its 
registration, 


(f.1) refuses to accept an amendment to a regis- 
tered pension plan, or 


(g) refuses to accept for registration for the pur- 
poses of this Act any retirement income fund, 


the applicant or the organization, foundation, associ- 


ation or registered charity, as the case may be, in a 
case described in paragraph (a) or (a.1), the applicant 
in a case described in paragraph (b), (d), (e) or (g), a 
trustee under the plan or an employer of employees 
who are beneficiaries under the plan, in a case de- 
scribed in paragraph (c), the promoter in a case de- 
scribed in paragraph (e.1), or the administrator of the 
plan or an employer who participates in the plan, ina 


| case described in paragraph (f) or (f.1), may appeal 


from the Minister’s decision, or from the giving of 
the notice by the Minister, to the Federal Court of 
Appeal. 


Related Provisions: 147.1(13) — Revocation of registration; 
149.1(6.4) — Application to registered national arts service organi- 
zations; 168(2) — Revocation of registration of certain organiza- 
tions; 172(4), (5) — Deemed refusal to register; 175 — Institution 
of appeals; 180(1) — Deadline for filing notice of appeal; 
204.81(9) — Right of appeal; 212(14) — Certificate of exemption. 


History: Para. 172(3)(e) and the closing words of subsec. 172(3) 
amended, and para. (e.1) added, by 1998, c. 19, subsecs. 46(1), (2); 
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applicable after 1997. Para. 172(3)(e) and the ice words of sub- 
sec) 172(3) formerly. read: 


(e) refuses to accept for registration for the purposes of this 
Act any education savings plan or revokes the registration of 
any such plan, 


the applicant or the organization, foundation, association or 
registered charity, as the case may be, in a case described in 
paragraph (a) or (a.1), the applicant in a case described in par- 
agraph (b), (d), (e) or (g), a trustee under the plan or an em- 

" ployer of employees who are beneficiaries under the plan, in 
a case described in paragraph (c), or the administrator of the 
plan‘or an employer who participates in the plan, ina case 

~ described in paragraph (f) or (f.1), may appeal from the Min- 
ister’s decision, or from the giving of the notice by the Minis- 
ter, to the Federal Court of Appeal. 


Para, 172(3)(a) amended by 1994, c..7,.Sch. II (1991, C: 49), s. 141, 
to substitute “149.1(2), (3), (4) or (4.1) or 168(1)” for “168(1)”, ap- 
plicable after 1989. 


Pre-RSC History: All that portion of subsec. 172(3) following 
para. (e) substituted by 1990, c. 35, subsec. 18(1), applicable after 
1988. That portion, formerly read: 


(f) [Repealed] 


(g) refuses to accept for registration for the purposes of 
this Act any retirement income fund or Wi pits the regis- 
tration of any such fund, 


the applicant or the organization, foundation, association or 
registered charity, as the case may be, in a case described. in 
paragraph (a) or (a.1), the applicant in a case described in par- 
agraph (b), (d), (e) or (g) or a trustee under the plan or an 
employer of employees who are beneficiaries under the plan, 
in a case described in paragraph. (c),. may appeal. from such 
decision or from the giving of as notice to the Federal 
Court of Appeal. 


Para. 172(3)(a.1) amended by 1988, c. 55, subsec. 147(1), to substi- 
tute “subsection .110(8.1) or (8.2), or 149.1(6. 3)” for “subsection 
110(8.1) or (8.2)”, applicable to 1988 et seg. 


Para: 172(3)(f) repealed, and all that portion of subsec: 172(3) fol- 
lowing para. (g) substituted to delete reference to paragraph (f) fol- 
lowing “‘in a case described in paragraph (b), (d), (e)”, by 1986, c. 6, 
subsecs. 92(1), (2). Para. (f) formerly read: 


(f) refuses to accept for registration for the purposes of this 
Act any home ownership savings plan or revokes.the registra- 
tion of any such plan, or 


Para. 172(3)(a) and that portion of subsec. 172(3) following para. 
(g) substituted and para. (a.1) added by 1984, c. 45, subsecs. 72(1), 
(2), applicable with respect to designations and applications made 
after February 15, 1984. Para. 172(3)(a) and that portion following 
para. (g) formerly read: 


(a) refuses to register an applicant for registration as a 
registered charity or registered Canadian amateur athletic 
association, or gives notice under subsection 168(1) to 
such a charity or association that he proposes to revoke 
its registration 


the applicant or the charity or association, as the case may be, 
in a case described in paragraph (a), the applicant in a case 
described in paragraph (b), (d), (e), (f) or (g) or a trustee 
under the plan or an employer of employees who are benefi- 
ciaries under the plan, in a case described in paragraph (c), 
may, notwithstanding section 24 of the Federal Court Act, 
appeal from such decision or from the giving of such notice 
to the Federal Court of Appeal. 


Para. 172(3)(g) added, all that portion after para. (f) substituted by 
1977-78, c. 32, subsec. 41(1), to:add reference to para. (g). 


S. 172(4) 


| Para: 172(3)(a), all that portion of subsec. 172(3) following para. (f) 


substituted by. 1977-78, c. 1, subsecs. 79(1), (2), applicable to 1977 
et seq., to substitute “charity” for “organization”. 


“Registered charity” substituted for “registered Canadian charitable 
organization” in para. 172(3)(a) by 1976-77, c. 4, s. 87 and Sched- 
ule II, applicable to 1977 et seq. 


All that portion of subsec. 172(3) following para. (d) substituted by 
1974-75-76, c. 26, subsec. 108(1), applicable, as to para. 172(3)(e), 
to 1972 et seg., and, as to para. 172(3)(f), to 1974 et seg. That por- 
tion formerly read: 


the applicant or the organization or association, as the case 
may be, in a case described in paragraph (a), the applicant in 
a case described in paragraph (b) or (d), or a trustee under the 
plan or an employer of employees who are beneficiaries 
under the plan, in a case described in paragraph (c), may, not- 
withstanding section 24 of the Federal Court Act, appeal 
from such decision or from the giving of such notice to the 
Federal Court of Appeal. 


Selected Cases [subsec. 172(3)]: Teitarflvith Development 
Education Assn., Burlington v. MNR, [1997] 3 C.T.C. 271 (FCA) 
(Restricted interpretation given to “advancement of education’); 
Vancouver Regional FreeNet Association v. MNR, [1996] 3 C.T.C. 
102 (FCA) (Provision of access, to information on Internet free of 
charge was. charitable activity); Polish Canadian Television 
Production Society v. MNR, [1987] 1 C.T.C. 319 (FCA) (Applica- 
tion for registration as charitable organization for association re- 
fused despite multicultural purposes); Scarborough Community 
Legal Services v. The Queen, [1985] 1 C.T.C. 98 (FCA) (Refusal of 
registration as charitable organization not subject to judicial process 
when decision strictly administrative). 


1.T. Application Rules: 69 (meaning of “Income Tas Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Information Circulars: 80- JOR: Registered charities: operating a 
registered charity. 


Forms: 1285: Information re appeal from Minister's refusal to reg- 
ister as a charity or Canadian amateur athletic association. 


(4) Deemed refusal to register — For the pur- 
poses of subsection (3), the Minister shall be deemed 
to have refused 


(a) to register an applicant for registration as a 
charitable organization, private foundation, pub- 
lic foundation or Canadian’ amateur athletic 
association, 


(a.1) to designate a registered charity pursuant to 
an application under subsection 149.1(6.3) of this 
Act or subsection 110(8.2) of the Income Tax Act, 
chapter 148 of the Revised Statutes of Canada, 
1932, 


(b) to accept for registration for the purposes of 
this Act any retirement savings plan or profit 
sharing plan, 

(c) to issue a certificate of exemption under sub- 
section 212(14), 

(d) to accept for registration for the purposes of 
this Act any education savings plan, or 

(e) [Repealed under former Act] 


(f) to accept for registration for the purposes of 
this Act any retirement income fund, 


where the Minister has not notified the applicant of 
the disposition of the application within 180 days af- 
ter the filing of the application with the Minister, 
and, in any such case, an appeal from the refusal to 
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the Federal Court of Appeal pursuant to subsection 
(3) may, notwithstanding anything in subsection 
180(1), be instituted under section 180 at any time 
by filing a notice of appeal in the Court. 


Related Provisions: 167(4) — Application for time extension; 
180 — Appeals to Federal Court of Appeal. 
Pre-RSC History: Para. 172(4)(a.1) amended by 1988, c. 55, 
subsec. 147(2), to substitute “subsection 110(8.2) or 149.1(6.3)” for 
“subsection 110(8.2)”, applicable to 1988 et Seq. . 
Para. 172(4)(e) repealed by 1986, c. 6, subsec. 92(3). Para. 
172(4)(e) formerly read: 
(e) to accept for registration for the purposes of this Act any 
home ownership savings plan, or 
Para. 172(4)(a) amended to substitute “charitable organization, pri- 
vate foundation, public foundation or Canadian amateur athletic as- 
sociation” for “registered charity or registered Canadian amateur 
athletic association”; that portion of subsec. 172(4) following para. 
(f) substituted; and para. (a:1) added by 1984; c. 45; subsecs: 72(3), 
(4), applicable with respect to designations and applications made 
after February 15, 1984. That portion following para. (f) formerly 
read: 


where he has not notified the applicant for registration or for 
the certificate, as the case may be, of his disposition of the 
application within 180 days after the filing of the application 
with him, and, in any such case, an appeal from such refusal 
to the Federal Court of Appeal pursuant to subsection (3) 
may, notwithstanding anything in subsection 180(1), be insti- 
tuted under section’ 180 at any time by filing a notice of ap- 
peal in the Court. 


Para. 172(4)(f) added by 1977-78, c. 32, subsec. 41(2). 


“Registered charity” substituted for “registered Canadian charitable 
organization” in para. 172(4)(a) by 1976-77, c. 4, s: 87 and Sched- 
ule II, applicable to 1977 et seg. 


Paras. 172(4)(d), (e) added by 1974-75-76, c. 26, subsec. 108(2), 
applicable, ‘as to para. 172(4)(d), to 1972 et seq., and, as to para. 
172(4)(e), to 1974 et seq. 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


(5) Idem — For the purposes of subsection (3), the 
Minister shall be deemed to have refused 


(a) to register for the purposes of this Act any 
pension plan, or 


(b) to accept an amendment to a registered pen- 
sion plan 


where the Minister has not notified the applicant of 
the Minister’s disposition of the application within 1 
year after the filing of the application with the Min- 
ister, and, in any such case, an appeal from the re- 
fusal to the Federal Court of Appeal pursuant to sub- 
section (3) may, notwithstanding anything in 
subsection 180(1), be instituted under section 180 at 
any time by filing a notice of appeal in the Court. 


History: Subsec. 172(5) added by 1990, c,.35, subsec. 18(2), appli- 
cable after 1988. 


(6) Application of subsec. 149.1(1) — The defi- 
nitions in subsection 149.1(1) apply to this section. 
Origin of subsec. 172(6): R.S.C. 1985, c. 1 (Sth Supp.) (for- 
merly contained in the opening words of subsec. 149.1(1)). 


Definitions [s. 172]: “administrator” — 147.1(1); “Canadian am- 
ateur athletic association” — 110(8), 248(1); “charitable founda: 
tion”, “charitable organization”, “charitable purposes”, “charity” — 
149:1(1); “employee”, “employer”, “Minister” — 248(1); “private 
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foundation” — 149.1(1), 248(1):; “profit sharing plan” — 147(1); 
“promoter” — 146.1(1); “public foundation” — 149.1(1), 248(1); 
“registered Canadian amateur athletic association”, “registered char- 


| ity” — 248(1); “registered education savings plan” — 146.1(1), 


248(1); “registered pension plan” — 248(1); “retirement income 
fund” — 146.3(1), 248(1); “retirement savings plan” — 146(1), 
248(1); “taxpayer” — 248(1). 


Information Circulars [s. 172]: 80-10R: Registered charities: 
operating a registered charity. 


173. (1) References to Tax Court of Canada — 
Where the Minister and a taxpayer agree in writing 
that a question of law, fact or mixed law and fact 
arising under this Act, in respect of any assessment, 
proposed assessment, determination or proposed de- 
termination, should be determined by the Tax Court 
of Canada, that question shall be determined by that 
Court. 


Related Provisions: 174 — Reference of common questions to 
Tax Court; 225.1(4) — Collection by the Minister. 


(2) Time during consideration not to count — 
The time between the day on which proceedings are 
instituted in the Tax Court of Canada to have a ques- 
tion determined pursuant to subsection (1) and the 
day on which the question is finally determined shall 
not be counted in the computation of 


(a) the periods determined under subsection 
152(4), 


(b) the time for service of a notice of objection to 
an assessment under section 165, or 


(c) the time within which an appeal may be insti- 
tuted under section 169, 


for the purpose of making an assessment of the tax 
payable by the taxpayer who agreed in writing to the 
determination of the question, for the purpose of 
serving a notice of objection thereto or for the pur- 
pose of instituting an appeal therefrom, as the case 
may be. 


Pre-RSC History: Para. 173(2)(a) substituted by 1990, c. 39, s. 
45, applicable after April 27, 1989. Para. 173(2)(a) formerly read: 


(a) the 3 year and 6 year periods referred to in subsection 
152(4), 


Subsec. 173(1) substituted, that portion of subsec. 173(2) preceding 
para. (a) amended to substitute “Tax Court of Canada” for “Federal 
Court”, and para. 173(2)(c) amended to delete “or subsection 
172(2)” from the end, by 1988, c. 61, s. 19, in force January 1, 
1991. Subsec. 173(1) formerly read: 


173. (1) References to Federal Court of questions of 
law, etc. — Where the Minister and a taxpayer agree in writ- 
ing that a question of law, fact, or mixed law and fact arising 
under this Act should be determined by the Federal Court, 
that question shall be determined by the Court pursuant to 
subsection 17(3) of the Federal Court Act. 


Para. 173(2)(a) substituted by 1984, c. 45, s. 73, to substitute “3” for 
“4” and “6” for “7”, applicable with respect to’ 1983 et seq. 


Para. 173(2)(a) substituted by 1984, c. 1, s. 89, applicable after 
April 19, 1983. Para. 173(2)(a) formerly read: 


(a) the 4 year period referred to in subsection 152(4), 


Definitions [s. 173]: “assessment”, “Minister”, “taxpayer” — 
248(1); “writing” — Interpretation Act 35(1). 
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174. (1) Reference of common questions to 
Tax Court of Canada — Where the Minister is of 
the opinion that a question of law, fact or mixed law 
and fact arising out of one and the same transaction 
or occurrence or series of transactions or occurrences 
is common to assessments or proposed assessments 
in respect of two or more taxpayers, the Minister 
may apply to the Tax Court of Canada for a determi- 
nation of the question. 


Related Provisions: 173 — Reference to Tax Court; 225.1(4) — 
Collection by the Minister; 248(10) — Series of transactions. 


Selected Cases [subsec. 174(1)]: Quemet Corp. y,, The Queen, 
[1979] C.T.C. 414 (FCTD) (Joinder of taxpayer and vendor for evi- 
dence of fictitious purchases of goods “sold”). 


See also Selected cases under subsec. 174(3) 


(2) Application. to Court — An application under 
subsection (1) shall set out 


(a) the question in respect of which the. Minister 
requests a determination, 


(b) the names of the taxpayers that the Minister 
seeks to have bound by the determination of the 
question, and. | 


(c) the facts and reasons on which the Minister 
relies and on which the Minister based or intends 
to base assessments of tax payable by each of the 
taxpayers named in the application, 


and a copy of the application shall be served by the 
Minister’ on each of the taxpayers named in the ap- 
plication and on any other persons who, in the opin- 
ion of the Tax Court of Canada; are likely to be af- 
fected by the determination of the question. 


(3) Where Tax Court of Canada may 
determine question — Where the Tax Court of 
Canada is satisfied that a determination of the ques- 
tion set out in an application under this section will 
affect assessments. or. proposed assessments in re- 
spect. of two, or more. taxpayers. who have been 
served with a copy of the application and who are 
named in an order of the Tax Court of Canada pursu- 
ant to this subsection, it may 


(a) if none. of the taxpayers.so named has ap- 
pealed from such an-assessment, proceed to de- 
termine the question in such manner as it consid- 
ers appropriate; or Pett, Ga 
(b) if one or more of the taxpayers so named has 
or have appealed, make such order joining a party 
or parties to that or those appeals as it considers 
appropriate and proceed to determine the 
question. » wy tat 
Selected Cases [subsec. 174(3)]: The Queen v. Bisson, [1978] 
C.T-C:332\(FCTD) (Petition seeking joinder of parties allowed for 
determination of respective shareholdings); The Queen v. Dain, 
[1973] C.T.C. 801 (FCTD) (Application for joinder of parties must 
be made to tribunal seized with taxpayer’s appeal, Federal Court 
had no jurisdiction from decision of Tax Review Board). 


See also Selected cases under subsec. 174(1) 


(4) Determination final and conclusive — Sub- 
ject to subsection (4.1), where a question set out in 


S. 174 


an application under this section is determined by the 
Tax Court of Canada, the determination thereof is fi- 
nal and conclusive for the purposes of any assess- 
ments of tax payable by the taxpayers named by it 
pursuant ‘to subsection (3). 


' Selected Cases [subsec. 174(4)]; Stern v, The Queen, [1984] 


C.T.C. 647 (FCTD) (Former wife required to participate in litiga- 
tion when joined as defendant). 


(4.1) Appeal — Where a question set out in an ap- 


plication under this section is determined by the Tax 
Court of Canada, the Minister or any. of the taxpay- 


ers who have been served with a copy of the applica- 


tion and who are named in an order of the Court pur- 
suant to subsection (3) may, in accordance with the 
provisions of this Act, the Tax Court of Canada Act, 
or the Federal Court Act, as they. relate to appeals 
from decisions of the Tax Court of Canada, appeal 
from. the determination. 


(5) Time during consideration of question not 


counted — The time between the day on which an 


application under this section is served on a taxpayer 
pursuant to subsection (2) and 


(a) in the case of a taxpayer named in an order of 
the Tax Court of Canada pursuant to subsection 
(3), the day on which the determination becomes 
final and conclusive and not subject to any ap- 
peal, -or 


(b) in the case of any other taxpayer, the day on 
which the taxpayer is served with notice that the 
taxpayer has not been named in.an order of the 
Tax Court of Canada pursuant to subsection (3), 


shall not be counted in the computation of 


(c) the periods determined under subsection 
152(4), 


(d) the time for service of a notice of objection to 
an assessment under section 165, or 


(e) the time within which an appeal may be insti- 
tuted under section 169, ; 


for the purpose of making an assessment of the tax, 
interest or penalties payable by the taxpayer, serving 
a notice of objection thereto or instituting an appeal 
therefrom, as the case may. be. 


Pre-RSC History: Para. 174(5)(c) substituted by 1990, c. BOS, 
46, applicable after April 27, 1989.,Para, 174(5)(c) formerly read: 


(c) the 3 year and 6 year periods referred to in subsection 
152(4), 


Subsec. 174(1) amended to substitute “to Tax Court” for “to Federal 
Court or Tax Court” in the heading, and “the Minister may apply to 
the Tax Court of Canada” for “he may apply to the Tax Court of 
Canada or, with the concurrence of the taxpayers involved, to the 


_ Federal Court—Trial Division”; that portion of subsec. 174(2) fol- 


lowing para. (c) amended to substitute “Tax Court of Canada” for 
“Tax Court of Canada or the Federal Court-Trial Division, as the 
case may be”; that portion. of subsec. ,174(3) preceding para. (a) 
amended to substitute “Tax Court of Canada” for “Tax Court of 
Canada or Federal Court” in the heading, and “Tax Court of Can- 
ada” first for “Tax Court of Canada or the Federal Court—Trial Divi- 
sion” and'then for “Tax Court of Canada or Federal Court, as the 
case may be’; subsec. 174(4) amended to substitute “Tax Court of 
Canada” for “Tax Court of Canada or the Federal Court-Trial Divi- 
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sion”; subsec. 174(4.1) and paras. 174(5){a), (b), (e) substituted, by 
1988, c. 61, s. 20, in force January 1, 1991. Subsec. 174(4.1) and 
paras. 174(5)(a), (b), (e) formerly read: 


(4.1) Appeal — Where a question set forth in an application 
under this section is determined by the Tax Court of Canada 
or the Federal Court-Trial Division, the Minister or any of 
the taxpayers who have been served with a copy of the appli- 
cation and who are named in an order of the Tax Court of 
Canada or the Federal Court, as the case may be, pursuant to 
subsection (3), may, in accordance with the provisions of this 
Act or the Federal Court Act as they relate to appeals from 
decisions of the Tax Court of Canada or the Federal Court, 
appeal from the determination 


(a) in the case of a taxpayer named in an order of the Tax 
Court of Canada or the Federal Court—Trial Division, as 
the case may be, pursuant to subsection (3), the day on 
which the determination becomes final and conclusive 
and not subject to any appeal, or 


(b) in the case of any other taxpayer, the day on which he 
is served with notice that he has not been named in an 
order of the Tax Court of Canada or the Federal Court, as 
the case may be, pursuant to subsection (3), 


(€) the time within which an appeal may be instituted 
under section 169 or subsection 172(2), 


Para. 174(5)(c) substituted by 1984, c. 45, s. 74, to substitute “3” for 
“4” and “6” for “7”, applicable with respect to 1983 et seq. 


Para. 174(5)(c) substituted by 1984, c. 1, s. 90, applicable after 
April 19, 1983. Para. 174(5)(c) formerly read: 


(c) the 4 year period referred to in subsection 152(4), 


“Tax Court of Canada” substituted for “Tax Review Board” and 
“Board” and “Federal Court” for “Court” in subsecs. 174(1)-(4.1) 
and paras. 174(5)(a), (b) by 1980-81-82-83, c. 158, s. 58, applicable 
from July 18, 1983. 


Subsecs. 174(1), (3)—(5) substituted ((4.1) being added) by 1979, c. 
5, subsecs. 55(1), (2). Subsecs. 174(1), (3)-(5) formerly read: 


174. (1) Where the Minister is of the opinion that a question 
of law, fact or mixed law and fact arising out of one and the 
same transaction .or occurrence or series of transactions or oc- 
currences is common to assessments in respect of two or 
more taxpayers, he may apply to the Tax Review Board or 
the Federal Court-Trial Division for a determination of the 
question. 


(3) Where the Tax Review Board or the Federal Court-Trial 
Division is satisfied that a determination of the question set 
forth in an application under this section will affect assess- 
ments in respect of two or more taxpayers who have been 
served with a copy of the application and who are named in 
an order of the Board or the Court, as the case may be, pursu- 
ant to this subsection, it may 


(a) if none of the taxpayers so named has appealed from 
such an assessment, proceed to determine the question in 
such manner as it considers appropriate, or 


(b) if one or more of the taxpayers so named has or have 
appealed, make such order joining a party or parties to 
that or those appeals as it considers appropriate. 


(4) Where a question set forth in an application under this 
section is determined by the Tax Review Board or the Federal 
Court—Trial Division, the determination thereof is, subject to 
any appeal therefrom in accordance with the Federal Court 
Act, final and conclusive for the purposes of any assessments 
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of tax payable by the taxpayers named by. it pursuant to sub- 
section (3), 


(5) The time between the day on which an application under 
this section is served on a taxpayer pursuant to subsection (2), 
and 


(a) in the case of a taxpayer named in an order of the Tax 
Review Board or the Federal Court-Trial Division, as the 
case may be, pursuant to subsection (3), the day on which 
the question is finally determined pursuant to paragraph 
(3)(a) or on which an order is made under paragraph 
(3)(b), or 


(b) in the case of any other taxpayer, the day on which he 
is served with notice that he has not been named in an 
order of the Board or the Court, as the case may be, pur- 
Suant to subsection (3), 


shall not be counted in the computation of 
(c) the 4-year period referred to in subsection 152(4), 


(d) the time for service of a notice of objection to an as- 
sessment under section 165, or 


(e) the time within which an appeal may be instituted 
under section 169 or subsection 172(2), 


for the purpose of making an assessment of the tax payable 
by the taxpayer, serving a notice of objection thereto or insti- 
tuting an appeal therefrom, as the case may be. 


Definitions [s. 174]: “assessment”, “Minister”, “person”, “series - 
of transactions”, “taxpayer” — 248(1). 


175. Institution of appeals — An appeal to the 
Tax Court of Canada under this Act, other than one 
referred to in section 18 of the Tax Court of Canada 
Act, shall be instituted in the manner set out in that 
Act or in any rules made under that Act. 


Related Provisions: 170(1) — Informal procedure. appeals. 


History: S. 175 amended by 1994, c. 7, Sch. VII (1993, ¢. 24), s. 
101. S. 175 formerly read: 


175. (1) Institution of appeals — An appeal to the Tax 
Court of Canada under this Act, other than one referred to in 
section 18 of the Tax Court of Canada Act, shall be instituted 


(a) in the manner set out in the Tax Court of Canada Act 
or any rules made under that Act; or 


(b) by the filing by the Minister in the Registry of the 
Tax Court of Canada of a copy of a notice of objection 
pursuant to paragraph 165(3)(b). 


(2) Service of originating document — Where a copy of a 
notice of objection is filed in the Registry of the Tax Court of 
Canada by the Minister pursuant to paragraph 165(3)(b) and 
the Minister files the copy of the notice of objection, together 
with two additional copies thereof and a certificate as to the 
latest known address of the taxpayer, an officer of the Regis- 
try of the Court shall, after verifying the accuracy of the cop- 
ies, forthwith on behalf of the Minister serve the copy of the 
notice of objection on the taxpayer by. sending the additional 
copies thereof by registered mail addressed to the taxpayer at 
the address set out in the certificate. 


(3) Certificate — Where copies have been served on a tax- 
payer under subsection (2), a certificate signed by an officer 
of the Registry of the Tax Court of Canada as to the date of ° 
filing and the date of mailing of the copies shall be transmit- 
ted to the office of the Deputy Attorney General of Canada 
and that certificate is evidence of the date of filing and the 
date of service of the document referred to therein. 
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Pre-RSC History: S. 175 substituted by, 1988, c..61, s. 21, in force 
January 1, 1991. S. 175 formerly read: 


175. (1) Institution of appeals — An appeal to the Federal 
Court under this Act, other than an appeal to which section 
180. applies, shall, be. instituted, 


(a) in the case ‘of an appeal by a taxpayer, 


(i) in the manner set forth in section 48 of the’ Fed- 
eral Court Act, or 


(ii) by the filing by the Minister in the Registry of the 
Federal Court of a copy of a notice of objection pur- 
suant to paragraph 165(3)(b); and 


(b) in the case of an appeal by the Minister, in the manner 
provided by the Federal Court Rules for the commence- 
ment of an action. 


(2) Counterclaim or cross-demand — If the respondent to 
an appeal from a decision of the Tax Court of Canada desires 
to appeal from that decision, he may. do so, whether or not the 
time fixed by section 172 has expired, by a counterclaim or 
cross-demand instituted in accordance with the Federal Court 
Rules. 


(3) Deemed action — An appeal instituted under this sec- 
tion shall be deemed to be an action in the Federal Court to 
which the Federal Court Act and the Federal Court Rules ap- 
plicable to an ordinary action apply, except as varied by. spe- 
cial rules made in respect of such appeals, and except that 


(a) the Rules concerning joinder of parties and causes of 
action do not apply except. to permit the eae of ap- — 
peals instituted under this section; 


(b) a copy of a notice of objection filed in the Registry of 
the Federal Court by the Minister pursuant to paragraph . 
165(3)(b) shall be deemed to be a statement of claim or 
declaration that was filed in the Registry of the Federal 
Court by the taxpayer and served by him on the Minister 
on the day on which it was so filed by the Minister; and 


(c). an originating document or copy of a notice of objec- 

- tion filed by the Minister in the Registry of the Federal 
Court shall be served in ie manner provided in subsec- 
tion (4). 


(4) Service of originating document — Where an appeal is 
instituted by the Minister under this section or a copy of a 
notice of objection is filed in the Registry of the Federal 
Court by him. pursuant to paragraph 165(3)(b) and, the Minis- 
ter files the originating document or the copy of the notice of 
objection, together with two copies or additional copies 
thereof and a certificate as to the latest known address of the 
taxpayer, an officer of the Registry of the Court shall, after 
verifying the accuracy of the copies, forthwith on behalf of 
the Minister serve the originating document or the copy of the 
notice of objection on. the taxpayer by sending the copies or 
additional copies thereof by registered mail addressed to him 
at the address set forth in the certificate. 


(5) Certificate — Where copies have been served on a tax- 
payer under subsection (4), a certificate signed by an officer 
of the Registry of the Federal Court as to the date, of filing 
and the date of mailing of the copies shall be transmitted to 
the office of the Deputy Attorney General of Canada and 
such certificate is evidence of the date of filing and the date 
of service of the document referred to therein. 


“Tax Court of Canada” substituted for “Tax Review Board” in sub- 
sec. 175(2) by. 1980-81-82-83, c. 158, s. 58,, applicable. from July 
18, 1983. 


Selected Cases [s. 175]: Laird v..The Queen, [1987] 1 C.T.C. 
255 (FCTD) (Not in interest of justice to resolve issue by default 
judgment when Crown failed to file defence within limitation 
period); Tucker v. The Queen, [1978] C.T. C. 700 (FCTD) (Each no- 
tice of objection should be treated as originating separate action); 
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Fredericton Housing Ltd. v. The. Queen, [1973] C.T.C. 400 (FCA) 
(Improperly signed statement of claim not voided when containing 
necessary facts); Thorson v. MNR, 72 DTC 6459 (FCTD) (Applica- 
tion to strike out taxpayer’s notice of appeal dismissed when case 
not beyond doubt). 


Definitions [s. 175]: “Minister”, “taxpayer” — 248(1). 


176. (1) Notice, etc., to be forwarded to Tax 
Court of Canada — As soon as is reasonably 
practicable after receiving notice of an appeal to the 
Tax Court of Canada, other than one referred to in 
section 18 of the Tax Court of Canada Act, the Min- 
ister shall cause to be transmitted to the Tax Court of 
Canada and to the appellant, copies of all returns, 
notices of assessment, notices of objection and noti- 
fications, if any, that are relevant to the appeal. 

Selected Cases [subsec. 176(1)]: Gernhart v. Canada, [1997] 


2 C.T.C. 23 (FCTD) (Requirement to deliver tax returns when ap- 
peal filed not unreasonable seizure). 


(2) Documents to be transferred to Federal 
Court — As soon as is reasonably practicable after 
receiving notice of an appeal to the Federal Court of 
Appeal in respect of which section 180 applies, the 
Minister shall cause to be transmitted to the Registry 
of the Federal Court copies of all documents that are 
relevant to the decision of the Minister appealed 
from. 


Pre-RSC History: S. 176 substituted by 1988, c. 61, s. 21, in force 
January 1, 1991. S. 176 formerly read: 


176. (1) Transfer of relevant documents to the Federal 
Court — Where an appeal to the Federal Court is from a de- 
cision of the Tax Court of Canada, the Registrar thereof shall, 
upon being notified of the appeal, cause to be transmitted to 
the Registry of the Federal Court all papers filed with the Tax 
Court of Canada on the appeal thereto together with a tran- 
script of the record of the: proceedings peters the Tax Court 
of Canada. ; 


(2) Idem — Where an appeal to the Federal Court is from a 
decision of the Minister, the Minister shall, upon the institu- 
tion of the appeal, cause to be transmitted to the Registry of 
the Federal Court copies of all documents relevant to the as- 
sessment or, in the case of an appeal to which section 180 
applies, to the decision of the Minister appealed from. 


“Tax Court of Canada” substituted for “Tax Review Board” in sub- 
sec, 176(1) ‘by 1980-81-82-83, c. 158, s. 58, applicable from July 
18, 1983. 


Definitions [s. 176]: “assessment”, “Minister” 248 1). 


177. [Repealed under former Act] 
Pre-RSC History: S. 177 repealed by 1988, c. 61, s. 21, in force 
January 1, 1991. S. 177 formerly read: 


177. Disposal of appeal — The Federal Court may dispose 
of an appeal, other than an appeal to which section 180 ap- 
plies, by 


(a) dismissing it; or 
(b) allowing it and 
(i) vacating the assessment, 
(ii) varying the assessment, 
(iii) restoring the assessment, or 


(iv) referring the assessment back to the Minister for 
reconsideration and reassessment. 
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178. [Repealed under former Act] 


Pre-RSC History: S. 178 repealed by 1988, c. 61, s. 21, in force 
January 1, 1991. S. 178 formerly. read: 


178. (1) Court may order payment of tax, etc. — The Fed- 
eral Court may, in delivering judgment disposing of an ap- 
peal, order payment or repayment of tax, interest, penalties 
or, subject to subsection (2), costs by. the taxpayer or the 
Minister. 


(2) Costs payable by Minister in certain cases — Where, * 


on an appeal by the Minister, other than by way of cTOss-ap- 
peal, from a decision of the Tax Court of Canada, the amount 
of cad ; 
(a) tax, refund or amount payable under subsection 
196(2) (in the case of an assessment of the tax or deter- 
mination of the refund or the amount payable, as the case 
may be) that is in controversy does not exceed $10,000, 
or ; 
(b) loss (in the case of.a determination of the loss) that is 
in controversy does not exceed $20,000, 
the Federal Court, in delivering judgment disposing of the ap- 
peal, shall order the Minister to pay all reasonable and proper 
costs of the taxpayer in connection therewith. toe 
Paras. 178(2)(a), (b) substituted by 1984, c. 45, s. WS applicable 
with respect to appeals disposed of after December 20, 1984. Paras. 
178(2)(a) and (b) formerly read: ie 
(a) tax, refund or amount payable under subsection 196(2) Gn 
the case of an assessment or determination, as the case may 
be) that is in controversy does not exceed $2,500, or 


(b). loss, (in the case of a determination) that is in controversy 
does not exceed $5,000, 


“Tax Court of Canada” substituted for “Tax Review Board” in that 
portion of subsec. 178(2) preceding para. (a) by 1980-81-82-83, c. 
158, s. 58, applicable from July 18, 1983. 


Subsec. 178(2) substituted by 1976-77, c. 4, s. 64, applicable to as- 
sessments and determinations made after 1976-77, c..4, is assented 
to. Subsec. 178(2) formerly. read: 


(2) Where, onan appeal by the Minister other than by way of 
cross-appeal, from a decision of the Tax Review Board, the 
amount of tax that is in controversy does. not exceed $2,500, 
the Federal Court, in delivering judgment disposing of the ap- 
peal, shall order the Minister to pay all reasonable and proper 
costs of the taxpayer in connection. therewith. 


179. Hearings in camera — Proceedings in the 
Federal Court under this Division may, on the appli- 
cation of the taxpayer, be held in camera if the tax- 
payer establishes to the satisfaction of the Court that 
the circumstances ‘of the case justify in camera 
proceedings. 


Pre-RSC History: S. 179 substituted by 1985, c. 45, s. 94. §: 179 
formerly read: uy . 


179. Proceedings may be held in camera — Proceedings — 
under this Division. shall be held in camera upon request 
made to the Federal Court by the taxpayer. 


Selected Cases [s. 179]: Roseland Farms Ltd. y. Canada, 
[1996] 1 C.T.C. 176 (FCA) (Names of investors permitted to be 
given in camera). 


Definitions [s. 179]: “taxpayer” — 248(1). 


179.1 No reasonable grounds for appeal — 
Where the Tax Court of Canada disposes of an ap- 
peal by a taxpayer in respect of an amount payable 
under this Part or where such an appeal has been dis- 
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continued or dismissed without trial, the’ Court may, 
on the application of the Minister and whether or not 
it awards costs, order the taxpayer to pay to the Re- 
ceiver General an amount not exceeding 10% of any 
part of the amount that was'in controversy in respect 
of which the Court determines that-there were no 
reasonable grounds for the appeal, if.in the opinion 
of the Court one of the main purposes for instituting 
or maintaining any part of the appeal was to defer 
the payment of any amount payable under this Part. 


Related Provisions: 18(1)(t)— No: deduction for payments 
under Act. 5 


History: S. 179.1 amended by 1994, ¢. 7; Sch. VUI GE9D9STS. 24), -s: 
102, applicable after June 10, 1993, with respect to appeals insti- 
tuted after June 1992. S..179:1 formerly-read; 


179.1 No reasonable grounds for appeal — Where the 
Tax Court of Canada disposes of an appeal by a taxpayer in 
respect of an amount payable under this Part or where such an 
appeal has been discontinued or dismissed without trial, the 
Court may, on the application of the Minister and whether or 
not it awards costs, order the taxpayer to pay to the Receiver 
‘General an amount not exceeding 10% of the amount that 
was in controversy if it determines that there were no reason- 
able grounds for the appeal and one of the main purposes for 
instituting or maintaining the appeal was to defer the payment 
of an amount payable, under this Part. 


Pre-RSC History: S. 179.1 amended by 1988,0c. 61)s. 22, to” 
substitute “Tax Court of Canada” for “Tax Court of Canada or the 
Federal Court-Trial Division’’, in force January 1,.1991. 


S. 179.1 added by. 1985, c: 45, subsec. 95(1), applicable’ with re- 
spect to appeals from assessments objected to after 1984: 
Definitions [s. 179.1]: “amount”, “Minister”, “taxpayer”? — 
248(1). 


180. (1) Appeals to Federal Court of Appeal — 
An appeal to the Federal Court of Appeal pursuant to 
subsection 172(3) may be instituted by filing a notice 
of appeal in the Court within 30 days from 


(a) the time the decision of the Minister to refuse 
the application for registration or for a certificate 
of exemption, to revoke the registration, to desig- 
hate or to refuse to designate was mailed, or oth- 
erwise communicated in writing, by the Minister 
.to the. party instituting the appeal, 


(b) the mailing of notice to the registered charity 
or registered Canadian amateur athletic associa- 
tion under subsection 149.1(2), (3), (4) or (4.1) or 
168(1), bs ait 


(c) the mailing of notice to the administrator of 
the registered pension plan: under subsection 
147.1(11), a oi : 


(c.1) the sending of a notice to a promoter of a 
registered education savings plan under subsec- 
tion 146.1(12.1), or uw 


(d) the time the decision of the Minister to refuse 
the application for acceptance of the amendment 
to the registered pension plan was mailed, or oth- 
erwise communicated in writing, by the Minister 
to any person, , 
as the case may be, or within such further time as the 
Court of Appeal’ or a ‘judge thereof may, either 
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before or after the expiration of those 30 days, fix or 
allow. 


Related Provisions: 172(4)— Deemed refusal to register; 
212(14) — Certificate of exemption; 248(7)(a) — Mail deemed re- 
ceived on day mailed. 


History: Para. 180(1)(c.1) added by 1998, c. 19, s. 47, applicable 
after 1997 a): «= ) 


Para. 180(1)(b) amended by 1994, c. 7, Sch. II (1991, c. 49), s. 142, 
to substitute “149.1(2), (3), (4) or (4.1) or 168(1)” for “168(1)”, ap- 
plicable after 1989. 


Pre-RSC History: Subsec. 180(1) amended by 1990, c. 35, s. 19, 
to substitute, in para. (a), “mailed, or otherwise communicated in 
writing, by the Minister to the party” for “served by the Minister by 
registered mail on the party”, in para. (b), “the mailing” for “from 
the mailing”, and to add paras. (c), (d), applicable. after 1988. 


Para. 180(1)(a) amended by 1985, c. 45, s. 96, to substitute “to re- 
voke the registration, to designate or to refuse to designate” for “or 
to revoke the registration of the profit sharing plan’. 


“Registered charity” substituted for “registered Canadian charitable 
organization” in para: 180(1)(b) by 1976-77, c. 4, s. 87 and Sched- 
ule II, applicable to 1977 et seq. 


Forms: 1285: Information re appeal from Minister’s refusal to reg- 
ister as a charity or Canadian amateur athletic association. 


(2) No jurisdiction in Tax Court of Canada or 
Federal Court—Trial Division — Neither the Tax 
Court of Canada nor the Federal Court-Trial Divi- 
sion has jurisdiction to entertain any proceeding in 
respect of a decision of the Minister from which an 
appeal may be instituted under this section. 


Pre-RSC History: “Tax Court of Canada” substituted for “Tax 
Review Board” by 1980-81-82-83, c. 158, s. 58, applicable from 
July 18, 1983. 


(3) Summary disposition of appeal — An ap- 
peal to the Federal Court of Appeal instituted under 
this section shall be heard and determined in a.sum- 
mary way. 

Related Provisions: 172(4)— Deemed refusal to register; 
176(2) — Transfer of relevant documents to the Federal Court. 


Definitions [s. 180]: “administrator” — 147.1(1);. “Minister” — 
248(1); “profit sharing plan” — 147(1); “promoter” — 146.1(1); 


“registered Canadian amateur athletic association”, “registered char- 


ity”, “registered pension plan” — 248(1); “writing” — Interpreta- 
tion Act 35(1). 


Information Circulars [s. 180]: 80-10R: Registered charities: 
operating a registered charity. 


Part |.1 — Individual Surtax 


180.1 (1) Individual surtax — Every individual 
shall pay a tax under this Part for each taxation year 
equal to the total of 


(a) 3% of the tax payable under Part I by the indi- 
vidual for the year, and 


(b) 5% of the amount, if any, by which the tax 
payable under Part I by the individual for the year 
exceeds $12,500. 


S. 180.1(1) 


History: Para. 180.i(1)(a) amended by 1994, c. 7, Sch. VHOI (1993, 
c. 24), subsec. 103(1), to substitute “3% of the tax” for “5% of tax”, 
applicable to 1992 et seg. except that for the 1992 taxation year the 
reference to “3%” shall be read as “4'/2%”’. 


Para. 180.1(1)(b) amended by 1994, c. 7, Sch. Il (1991, c. 49), s. 
143, to substitute “5%” for “3%” and “$12,500” for “$15,000”, ap- 
plicable to 1991 et seq. 


Pre-RSC History: Subsec. 180.1(1) substituted by 1990, c. 39, 
subsec. 47(1), applicable to 1989 et seg. except that for the 1989 
taxation year, the references to “5%” and “3%” in the subsec. shall 
be read as references to “4%” and ‘‘1'/2%”, respectively. Subsec. 
180.1(1) formerly read: 


180.1 (1) Every individual liable to pay tax under Part I for a 
taxation year shall pay a tax equal to 3% of his tax payable 
under Part I for the year. 


Subsec. 180.1(1) substituted by 1986, c. 55, s. 66, applicable to 
1986 et seq., except that in its application to the 1986 taxation year, 
it shall be read as follows: 


180.1 (1) Every individual liable to pay tax under Part I for a 
taxation year shall pay a tax equal to the aggregate of 


(a) 142% of his tax payable under Part I for the year, 
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(b) 5%.of the amount, if any, by which his tax payable 
under Part I for the year exceeds $6,000, and 


(c) 5% of the amount, if any, by which his tax payable 
under Part I for the year exceeds $15,000 


Subsec. (1) formerly read: 


180.1 (1) Every individual (other than a mutual fund trust) 
lable to pay tax under Part I for a taxation year shall pay a 
tax equal to, 


(a) for the 1986 taxation year, the aggregate of 


(i) 5% of the amount, if any, by which his tax paya- 
ble under Part I for the year exceeds $6,000, and 
(ii) 5% of the amount, if any, by which his tax paya- 
ble under Part I for the year exceeds $15,000; and 
(b) for the 1985 taxation year, 50% of the aggregate that 


would be determined under paragraph (a) if the reference 
therein to “1986” were read as a reference to “1985”, 


(1.1) Foreign tax deduction — There may be de- 
ducted from the tax otherwise payable under this 
Part for a taxation year (computed without reference 
to subsection (1.2)) by an individual the amount, if 
any, by which 

(a) the total of all amounts that would be 


(i) deductible by the individual under section 
126 for the year, or 


(ii) the individual’s special foreign tax credit 
for the year determined under section 127.54, 


if the references in section 126 to “the tax for the 
year otherwise payable under this Part by the tax- 
payer” were read as “the total of the tax for the 
year otherwise payable under this Part by the in- 
dividual and the tax for the year that would be 
payable by the individual under Part 1.1 but for 
subsections 180.1(1.1) and (1.2)” 


exceeds 


(b) the total of all amounts deductible by the indi- 
vidual under section 126 for the year and the in- 
dividual’s special foreign tax credit for the year 
determined under section 127.54. 


History: Subsec. 180.1(1.1) amended by 1994, c. 7, Sch: VII 
(1993, c. 24), subsec. 103(2), applicable to 1988 et seg. Subsec. 
(1.1) formerly read: 


(1.1) There may be deducted from the tax otherwise payable 
under this Part for a taxation year by an individual the 
amount, if any, by which 


(a) the total of all amounts that would be 


(i) deductible by the individual under section 126 for 
the year, or 


(ii) the individual’s special foreign tax credit for. the 
year determined under section 127.54, 


if the references in section 126 to “the tax for the year 
otherwise payable under this Part by the individual (or 
“taxpayer”)” were read as “the total of the tax for the 
year otherwise payable under this Part by the individual 
(or “taxpayer”) and the tax for the year that would be 
payable by the individual (or “taxpayer’) under Part 1.1 
but for subsection 180.1(1.1)” 


exceeds 


(b) the total of all amounts deductible by the individual 
(or “taxpayer”) under section 126 for the year and the in- 
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dividual’s special foreign tax credit for the year deter- _ 
mined under section 127.54. 


Pre-RSC History: Subsec. 180.1(1.1) added by 1986, c. 55, s. 66, 
applicable to 1986 et seq. 


Interpretation Bulletins: IT-270R2: Foreign tax credit, 


(1.2) Deduction from tax— There may be. de- 
ducted from the tax otherwise payable under this 
Part for a taxation year by an individual the amount, 
if any, by which the amount determined under para- 
graph 127(5)(a) in respect of the individual for the 
year exceeds the amount, if any, deducted under sub- 
section 127(5) for the year by the individual other 
than an amount deemed by subsection (1.3) to be so 
deducted. | 


Related Provisions: 180.1(1.3)—— Amount deducted deemed 
claimed as investment tax credit. 


History: Subsec. 180.1(1.2) amended by 1994,'c.'8; s. 28, applica- 
ble to taxation years beginning after 1993. Subsec. (1.2) formerly 
read; 


(1.2) There may be deducted from the tax otherwise payable 
under this Part for a taxation year by an individual an amount 
not exceeding the lesser of 


(a) 4 of the amount that would be the individual’s tax 
otherwise payable under this Part for the year if the indi- 
vidual deducted the amount,. if any, allowed to be de- 
ducted under subsection (1.1) for the year, and 
(b) the amount, if any, by which the amount determined 
under paragraph 127(5)(b) in respect of the individual for 
the year exceeds the amount, if any, deducted by the indi- 
vidual under subsection 127(5) for the year. 


Pre-RSC History: Subsec. 180.1(1.2) added by 1988, c. 55, s. 
148, applicable to 1988 er seq. 


(1.3) Idem — For the purposes of this Act, the 
amount deducted under subsection (1.2) for a taxa- 
tion year shall be deemed to be an amount deducted 
under subsection 127(5) for the year. 

History: Subsec. 180.1(1.3) amended by 1994, c. 8, s.-28, applica- 


ble to taxation years beginning after 1993. Subsec. (1.3) formerly 
read: 


(1.3) Amount deemed deducted under subsec. (1.2) — 
For the purposes of this Act, other than for the purpose of 
determining the amount under paragraph (1.2)(b) for the year, 
the amount deducted under subsection (1.2) for a taxation 
year shall be deemed to be an amount deducted under subsec- 
tion 127(5) for the year, 


Pre-RSC History: Subsec. 180.1(1.3) added by 1988, c. 55, s. 
148, applicable to 1988 er seq. Tih 


(2) Meaning of tax payable under Part | — For 
the purposes of subsection (1), the tax payable under 
Part I by.an individual for a taxation year is the 
amount, if any, by which 


(a) where section 119 is applicable in computing 
the individual’s tax payable for the year, the 
amount that would be the individual’s average 
tax for the year of averaging, as determined under 
paragraph 119(1)(d), if the expression “deducti- 
ble under subsection 127(5)” in that paragraph 
were read as “added under subsection 120(1) or 
deductible under. sections 122.3, 126, 127.and 
127.2 to 127.4”, and 
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(b) in any other case, the amount that would be 
the individual’s tax payable under that Part. for 
the year if that Part were read without reference 
to subsection 120(1) and sections 122.3, 126, 
127, 127.2 to 127.4 and 127.54 r 


exceeds 


-(c) where the individual was throughout the year 
a mutual fund trust, the least of the amounts. de- 
termined under paragraphs (a), (b) and (c) of the 
description of A in the definition “refundable 
capital gains tax on hand” in subsection 132(4) in 
respect of the trust for the year, and 


(d) in any other case, nil. 


(3) Return — Every individual liable to pay tax 
under this Part for a taxation year shall, on or before 
the day on or before which the individual is required 
by section 150 to file a return of income for the year 
under Part I, or would be so required if the individ- 
ual were liable to pay tax under Part I for the year, 


(a) file with the Minister, without notice or de- 
mand: therefor, a return for the year under this 
Part in prescribed form and containing prescribed 
information; and - 


(b) pay the tax under this Part for the year for 
which the individual is liable. 


Related Provisions: 150.1(5) — Electronic filing. 


Pre-RSC History: Subsec. 180.1(3) substituted by 1990, c. 39, 
subsec. 47(2), applicable to 1989 et seg. Subsec. (3) formerly read: 


(3) Estimate of tax — Every individual required by section 
150 to file a return of income for a taxation year shall in the 
return estimate the amount of tax payable by him under this 
Part for the year. 


Subsecs. 180.1(2), (3) substituted by 1986, c. 55, s. 66, applicable to 
1986 et seg. Subsecs. 180.1(2), (3) formerly read: 


(2) Meaning of “tax payable under Part |” — For the pur- 
poses. of.subsection (1), the “tax. payable under Part I” by an 
individual for a taxation year 1s, 


(a) where section 119 is applicable in computing his. tax 
payable for the year, the amount that would be his aver- 
age tax for the year of averaging, as determined under 
paragraph (1)(d) thereof, if the expression “deductible 
under subsection 127(5)” in that paragraph. were read as 
“added under subsection 120(1) or deductible under sub- 
section 120(3.1) and sections 122.3, 126, 127 and 127.2 
to 127.4”; and 


(b) in any other case, the amount that would be his tax 
payable under that Part for the year if that Part were read 
without reference to subsections 120(1) and (3.1) and 
sections 122.3, 126, 127 and 127.2 to 127.4. 


(3) Estimate of tax — Every individual (other than a mutual 
fund trust) required by section 150 to file a return of income 
for a taxation year shall in the return estimate the amount of 
tax payable by him under this Part for the year. 


Forms: T1 General income tax return, Schedule 1, line 419. 


(4) Provisions applicable to Part — Sections 
151, 152, 155, 156, 156.1 and 158 to 167 and Divi- 
sion J of Part I are applicable to this Part with such 
modifications as the circumstances require. 


S. 180.2(1) ret 


Pre-RSC History: Subsec. 180.1(4) amended: by 1990, ¢. 39, 
subsec. 47(2),. to substitute “‘sections 151,152, 155” for-“sections 
152, 153, 155”, applicable to 1989 et seq. 


Related Provisions [s. 180.1]: 117(6) — Special table. 


Pre-RSC History [s. 180.1]: S. 180.1 substituted for ss. 180.1, 
180.2 by 1986, c. 6, s. 93, applicable to the 1985 and 1986 taxation 
years except that by 1987, c. 46, s. 56 subsec. 180.1(4) is applicable 
to 1987. et seqg.-Ss.180.1,:-180.2 formerly read: 


180.1 (1) Individual surtax — Every individual, other than a 
mutual fund trust, liable to pay tax under Part I for a taxation 
year shall pay a tax for the 1976 taxation year equal to 10% 
of the amount, if any, by which the tax payable under Part I 
by him for the 1976 taxation year exceeds $8,000. 

(2) “Tax payable under Part |” defined — For the purposes 
“of subsection (1), the “tax payable under Part I” by an indi- 
‘vidual for the 1976 taxation year is the amount that would be 

the tax payable by him under that Part for that taxation year if 

that Patt were read without reference to subsections 120(1) 

and (2) and no abatement were allowed under the Established 

Programs (Interim Arrangements) Act. 


180.2 (1) Estimate of tax — Every individual, other than a 
mutual fund trust, required by section 150 to file a return of 
income for the 1976 taxation: year shall in the return estimate 
the amount of tax payable by him under this, Part. 


(2) Provisions applicable to this Part — Sections 152, 155, 
156, 156.1 and 158 to 167.and Division J of Part I are appli- 
cable mutatis mutandis to this Part. 
Definitions [s. 180.1]: “amount”, “individual” — 248(1); “mu- 
tual fund trust” — 132(6), 248(1); “tax payable” — 248(2); “taxa- 
tion year” — 249. 
Pre-RSC History: Part I.1 (ss. 180.1, 180.2) added by 1976-77, c. 
4, s. 65, applicable to the 1976 taxation year. 


Part 1.2 — Tax on Old Age 
Security Benefits 


180.2 (1) Definitions — The definitions in this 
subsection apply in this Part. 


“adjusted income” of an individual for a taxation 
year means the amount that would be the individ- 
ual’s income under Part I for the year if no amount 
were deductible under paragraph 60(w) nor included 
in respect of a gain from a disposition of property to 
which section 79 applies. 


“base taxation year’’, in relation to a month, means 


(a) where the month is any of the first 6 months 
of a calendar year, the taxation year that ended on 
‘December 31 of the second preceding calendar 
year, and 


(b) where the month is any of the last 6 months of 
a calendar year, the taxation year that ended on 
December 31 of the preceding calendar year. 


“return of income” in respect of an individual for a 
taxation year means 


(a) where the individual was resident in Canada 
throughout the year, the individual’s return of in- 
come (other than a return of income filed under 
subsection 70(2) or 104(23), paragraph 128(2)(e) 
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or subsection 150(4)) that is filed or required to 
be filed under Part I for the year, and 


(b) in any other case, a prescribed form contain- 

ing prescribed information. 
Related Provisions: 60(v.1) — UI benefit repayment; 60(w) — 
Other deductions — tax under Part I.2. 


History: Subsec. 180.2(1) added by 1996, c. 21, s. 46 applicable 
after June 1996. Former subsec. (1) (now subsec. (2)) read: 


(1) Tax payable — Every individual (other than a trust) shall 
pay a tax under this Part for each taxation year that is equal to 
the lesser of 


(a) the total of all amounts each of which is the amount 
of any pension, supplement or spouse’s allowance under 
the Old Age Security Act included in computing the indi- 
vidual’s income under Part I for the year, to the extent 
that no deduction is allowed under paragraph 60(n) for 
the year or any subsequent taxation year in respect of that 
amount, and 


(b) 15% of the amount, if any, by which 


(i) the amount that would be the individual’s income 
under Part I for the year if no amount were 


(A) deductible under paragraph 60(w), or 


(B) included in respect of a gain from a disposi- 
tion of property to which section 79 applies 


in computing that income 
exceeds 
(ii) $50,000.27 


Selected Cases [subsec. 180.2(1)]: Swantje v. Canada, {1996} 
1 C.T.C. 355 (SCC) (Section not affected by Canada—Germany Tax 
Agreement). 


(2) Tax payable — Every individual shall pay a tax 
under this Part for each taxation year equal to the 
amount determined by the formula 
AC — B) 
where 
A is the lesser of 
(a) the amount, if any, by which 


(i) the total of all amounts each of which is 
the amount of any pension, supplement or 
spouse’s allowance under the Old Age Se- 


curity Act included in computing the indi- 


vidual’s income under Part I for the year 
exceeds 


(ii) the amount of any deduction allowed 
under subparagraph 60(n)(i) in computing 
the individual’s income under Part I for the 
year, and 


(b) 15% of the amount, if any; by which the 
individual’s adjusted income for the year ex- 
ceeds $50,00028; and 


B is the rate of tax payable by the individual under 
Part XIII on amounts described in paragraph (a) 
of the description of A. 


27Indexed by s. 117.1 after 1988. See table after s. 117.1. 


28Indexed by s. 117.1 to $53,215 for 1992-97. 


Income Tax Act 


Related Provisions: 117.1(1)(b) — Indexing for inflation: 
180.2(3) — Withholding of tax from OAS benefits. 


History: Subsec. 180,.2(2) renumbered (from (1)) and’ amended by 
1996, c. 21, s. 46, applicable to 1996 er seq. Former subsec. (2) 
(now subsec. (5)) read: 


(2) Return — Every individual liable to pay tax under this 
Part for a taxation year shall, on or before the day on or 
before which the individual is required by section 150 to file 
a return of income for the year under Part 1, or would’be so 
required if the individual weré liable to pay tax under Part I 
for the year, . 


(a) file with the Minister, without notice or demand 
therefor, a return for the year under this Part in prescribed 
form and containing prescribed information; and 


(b) pay the tax under this. Part for the year for which the 
individual is liable. 


Forms: T1 General income tax return, lines 235 and 422. 


(3) Withholding — Where at any time Her Majesty 
pays an amount described in paragraph (a) of the 
description of A in subsection (2) in respect of a 
month to an individual, there shall be deducted or 
withheld from that amount on account of the individ- 
ual’s tax payable under this Part for the year the 
amount determined under subsection (4) in respect | 
of that amount. 


Related Provisions: 227 — Rules applicable to withholding. 


History: Subsec. 180.2(3) added by 1996, c. 21, s. 46, applicable to 
amounts paid after June 1996. Former subsec. (3) (now. subsec. (6)) 
read: Qj 


' (3) Provisions applicable to Part — Sections 151, 152 and 
158 to 167 and Division J of Part I are applicable to this Part 
with such modifications as the circumstances require. 


(4) Determination of amount to be with- 
held — The amount determined in respect of a par- 
ticular amount described in subsection (3) is 


(a) where the individual has filed a return of in- 
come for the base taxation year in relation to the 
month in which the particular amount is paid, the 
lesser of 


(i) the amount by which the particular amount 
exceeds the amount of tax payable under Part 
XIII by the individual on the particular 
amount, and 


(i1) the amount determined by the formula 
(0.0125A — $625)(1 — B) 
where 


A. is the individual’s adjusted income for the 
base taxation year, and 


B is the rate of tax payable under Part XII 
by the individual on the particular amount; 
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(b) where the individual has not filed a return of 
income for the base taxation year in relation to 
the month and 


(i) the Minister has demanded under subsec- 
tion 150(2) that the individual file the return, 
or 


(ii) the individual was non-resident at any 
time in the base taxation year, 


the amount by which the particular amount ex- 
ceeds the amount of tax payable under Part XIil 
by the individual on the particular amount, and 


(c) in any other case, nil. 


Related Provisions; 117.1(1)(b)— Indexing for inflation; 
180.2(5) — Obligation to file return, 257 — Formula cannot calcu- 
late to less than zero. 


History: Subsec. 180,2(4) added by 1996, c. 21, s.46, applicable to 
amounts paid after June 1996. 


(5) Return — Every individual liable to pay. tax 
under this Part for a taxation year shall 


(a) file with the Minister, without notice or de- 
mand therefor, 


(i) where the individual is resident in Canada 
throughout the taxation year, a return for the 
year under this Part in prescribed form. and 
containing prescribed information on or 
before the individual’s filing-due date for the 
year, and 


(ii) in any other case, a return of income for 
the year on or before the individual’s balance- 
due day for the year; and 


(b) pay the individual’s tax payable under this 
Part for the year on or before the individual's bal- 
ance-due day for the year. 
Related Provisions: 180.2(4)(b)(Gi) — No One benefits paid to 
non-resident who does not file return. 


History: Subsec. 180.2(5) renumbered (from (2)) and amended by 
1996, c. 21, s. 46, applicable to 1996 et seg. 


(6) Provisions applicable to this Part — Sub- 
section 150(3), sections 150.1, 151 and 152, subsec- 
tions 153(1.1), (1.2) and (3), sections 155 to 156.1 
and 158 to 167 and Division J of Part I apply to this 


Part with any modifications that the circumstances | 


require. 


History: Subsec. 180.2(6) ee pia (3)) and amended by 
1996, c. 21, s. 46, applicable to 1996 et seq. 


History [s. 180.2]: Para. 180.2(1)(a) amended by 1994, c. 7, Sch. 
VIL (1992, c. 48),.s. 21, to substitute, “Old Age Security Act’ for 
“Old Age Security Act or family allowance under the Family Al- 
lowances Act”, and “paragraph 60(n)” for “paragraph 60(n) or (p)”, 
applicable to 1993 ef seq. 


Subpara. 180.2(1)(b)(i) substituted by 1994, c. JS Che EGlOOl nes 
49), s. 144, applicable to 1989 et seg. That subpara. formerly read: 


(i) the amount that would, but for paragraph 60(w), be the 
individual’s income under Part I for the year 


Definitions [s. 180.2]: “adjusted income” — 180.2(1); “amount”, 
“balance-due day” — 248(1); “base taxation year” — 180.2(1); 
; “filing-due date” — 
“Minister”, “non-resi- 
“return. of int 


150(1), 248(1); 
dent” — 248(1); 


“individual” — 248(1); 
“resident in Canada” — 250; 
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come” — 180.2(1); “tax Gaye Be “taxation year” — 
249. 


pee dacas Bulletins: IT- 326R3: Returns of deceased persons 
“another person”. 


a hea History [Part 1.2 ]: Part 1.2 (s. 180.2) added by 1990, c. 
39, s. 48, applicable to 1989 et seq., except that the reference to “the 
lesser of” in'subsec. 180.2(1) shall be read as a reference to “'/3 of 
the lesser of” for the 1989 taxation year and “7/3 of the lesser of” for 
the 1990 taxation year. 


Part I.3 — Tax on Large 
Corporations 


181. (1) Definitions — For the purposes of this 
Part, 


“financial Reltealegs 5 in respect of a taxation year, 
means a corporation that at any time in the year is 
(a) a bank or credit union, 


(b) an insurance corporation that carries on busi- 
ness in Canada, 


(c) authorized under the laws of Canada or a 
province to carry on the business of offering its 
services as a trustee to the public, 


(d) authorized under the laws of Canada or a 
province to accept deposits from the public and 
carries on the business of lending money on the 
security of real estate or investing in mortgages 
on real estate, 


(e) a registered securities dealer, 
(f) a mortgage investment corporation, or 
(g) a prescribed corporation; 
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History: Para. (e) of the definition “financial institution” in subsec. 
181(1) amended by 1995, c. 21, s. 72; applicable to taxation years 
that end after June 1989..Para. (e) formerly réad: 


(e) registered or licensed under the laws of a province to trade 
in securities, 


Para. (f) of “financial institution” in subsec. 181(1) substituted by 
1994, c. 7, Sch. II (1991, c. 49), s. 145, applicable to taxation years 
ending after June 1989. Para. (f) formerly read: #b3 


(f) a deposit insurance corporation (within the meaning as- 
signed by subsection 137.1(5)) or a corporation’ deemed by 
subsection 137.1(5.1) to be a deposit insurance corporation, 
or 


Regulations: 8604 (prescribed corporations). 


“long-term debt” means, 


(a) in the case of a bank, its subordinated indebt- 
edness (within the meaning assigned by section 2 
of the Bank Act) evidenced by obligations issued 
for a term of not less than 5 years, 


(b) in the case of an insurance corporation, its 
subordinated indebtedness (within the meaning 
assigned by section 2 of the Insurance Compa- 
nies Act) evidenced by obligations issued for a 
term of not less than 5 years, and 


(c) in the case of any other corporation, its subor- 
dinated indebtedness (within the meaning that 
would be assigned by section 2 of the Bank Act if 
the definition of that expression in that section 
were applied with such modifications as the cir- 
cumstances require) evidenced by obligations is- 
sued for a term of not less than 5 years, 


but does not include, where the corporation is a pre- 
scribed federal Crown corporation for the purpose of 
section 27, any indebtedness evidenced by obliga- 
tions issued to and held by Her Majesty in right of 
Canada; 


History: The definition “long-term debt” in subsec. 181(1) substi- 


tuted by 1994, c. 21, s. 81, applicable after May 31, 1992. That defi- 


nition formerly read: 
“long-term debt” means 


(a) in the case of a bank, its indebtedness evidenced by 
bank debentures within the meaning assigned by the 
Bank Act, and 


(b) in the case of a financial institution that is not a bank, 
its subordinate indebtedness evidenced by obligations is- 
sued for a term of not less than 5 years (other than, where 
the financial institution is a prescribed federal Crown 
corporation for the purposes of section 27, such indebted- 
ness evidenced by obligations issued to and held by Her 
Majesty in right of Canada); 
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Para. (b) of “long-term. debt” amended by. 1994,.¢..7,: Sch!) VIII 
(1993, c,.24), s. 104, applicable to. 1991. er seq, -Para.(b) formerly 
read: 


(b) in the case of a corporation that is not a bank, its 
subordinate indebtedness evidenced by obligations issued for 
a term of not less than 5 years; 


“reserves”, in respect of a corporation for a taxation 
year, means the amount at the end of the year of all 
of the corporation’s reserves, provisions and al- 
lowances (other than allowances in respect of depre- 
ciation or depletion) and, for greater certainty, in- 
cludes any provision in respect of deferred taxes. 


(2) Prescribed expressions — For the purposes 
of this Part, the expressions “attributed surplus’’, 
“Canadian assets”, “Canadian premiums”, “Cana- 
dian reserve liabilities”, “permanent establishment”, 
“total assets”, “total premiums” and “total reserve li- 
abilities” have such meanings as may be prescribed. 


Regulations: 8600 (prescribed meanings of expressions). ’ 


(3) Determining values and amounts — For 
the purposes of determining the carrying value of a 
corporation’s assets or any other amount under this 
Part in respect of a corporation’s capital, investment 
allowance, taxable capital or ‘taxable capital em- 
ployed in Canada for a taxation year or in respect of 
a partnership in which a corporation has afi interest, 


(a) the equity and consolidation methods of ac- 
counting shall not be used; and 


(b) subject to paragraph (a) and except as other- 
wise provided in, this Part, the amounts reflected 
in the balance sheet 


(i) presented to the shareholders of the corpo- 
ration (in the case of a corporation that is 
neither an insurance corporation to which sub- 
paragraph (ii) applies nor a bank) or the mém- 
bers of the partnership, as the case may be, or, 
where such a balance sheet was not prepared 
in accordance with generally accepted ac- 
counting principles or no such balance ‘sheet 
was prepared, the amounts that would be te- 
flected if such a balance sheet had been: pre: 
pared in:accordance with generally accepted 
accounting principles, or 


(ii) accepted by the Superintendent of Finan: 
cial Institutions, in the case of a bank or?an 
insurance corporation that is required by law 
to report to the Superintendent, or the superin? 
tendent of insurance or other similar officer or 
authority of the province under whose laws 
the corporation is incorporated, in the case of 
an insurance corporation that is required by 
law to report to that officer or authority, 


shall be used. 


Related Provisions: 190(2) — Rules in 181( 


3) apply to Part VI 
also. 


(4) Limitations respecting inclusions and de- 
ductions — Unless a contrary intention is evident, 
no provision of this Part shall be read or construed to 
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require the inclusion or to permit the deduction, in 
computing the amount of a corporation’s capital, in- 
vestment allowance, taxable capital or taxable capi- 
tal employed in Canada for a taxation year, of any 
amount to the extent that that amount has been in- 
cluded or deducted, as the case may be, in comput- 
ing the first-mentioned amount under, in accordance 
with or by reason of any other provision of this Part. 


Related Provisions: 4(4) — Similar rule for Part I tax; 190(2) — 
Rules in 181(4) apply to Part VI also; 248(28) — Similar rule for 
the Act as a whole. 


Definitions [s. 181]: “amount” — 248(1); “bank” — Interpreta- 
tion Act 35(1); “business” — 248(1);. “Canada” — 255; “carrying 
on business in Canada” — 253; “corporation” — 248(1), Interpre- 
tation Act 35(1); “credit union” — 137(6), 248(1); “insurance cor- 
poration” — 248(1); “mortgage investment corporation” — 
130.1(6), 248(1);. “province” — Interpretation Act 35(1); “regis- 
tered securities dealer” — 248(1); “taxation year” — 249. 


181.1 (1) Tax payable — Every corporation shall 
pay a tax under this Part for each taxation year equal 
to 0.225% of the amount, if any, by which 


(a) its taxable capital employed in Canada for the 
year 


exceeds 


(b) its capital deduction for the year. 


Related Provisions: 125.3— Deduction re Part I.3 tax; 
132.2(1)(0)(ii) — Deemed taxation year of mutual fund corporation 
on reorganization; 157(1) — Instalments — corporations; 
157(2.1)(a)— Corporations — tax payments; 161(1).— Interest; 
161(4.1) — Interest — limitation. respecting corporations; 
181.1(2) — Reduction for short taxation year; 181.6 — Return; 
235 — Penalty on large corporation for late filing. — 


History: The opening words of subsec, 181.1(1) amended by 1996, 
c. 21,'s. 47, applicable to taxation years that end after February 27, 
1995, except that, in its application to taxation years that began 
before February 28, 1995, there shall be deducted from, the tax oth- 
erwise payable under subsec. 181.1(1), an amount equal to that pro- 
portion of '/o of the tax otherwise payable under that subsection of 
the Act that the number of days in the year that were before Febru- 
ary 28, 1995 is of the number of days in the year. 


For the purpose of applying subsection 125(5.1), the amount that 
would, but for subsecs. 181.1(2) and (4), be a corporation’s tax pay- 
able under Part I.3 for a taxation year that began before February 
28, 1995 shall be determined without reference to the above amend- 
ment to subsec. 181.1(1). 


The opening words formerly read: 


(1) Every corporation shall pay a tax under this Part for each 
taxation year equal to 0.2% of the amount, if any, by which 


That portion of subsec. 181.1(1) preceding para. (a) amended by 
1994, c. 7, Sch. II (1991, c. 49), subsec. 146(1), to substitute “0.2%” 
for “0.175%”, applicable to 1991 et seq. except that, in its applica- 
tion to taxation years commencing before 1991 and ending after 
1990, there may be deducted from the tax otherwise payable under 
the subsec. an amount equal to that proportion of '/s of the tax other- 


wise payable under the subsec. that the number of days in the year — 


that are before 1991 is of the number of days in the year. 


(2) Short taxation years — Where a taxation year 
of a corporation is less than 51 weeks, the amount 
determined under subsection (1) for the year in re- 
spect of the corporation shall be reduced to that pro- 
portion of that amount that the number of days in the 
year is of 365. 


S. 181.1(4)(d) 


Related Provisions: 132.2(1)(0) — Deemed taxation year of mu- 
tual fund corporation on reorganization. 


History: Subsec. 181.1(2) amended by 1994, c. 7, Sch. VIII (1993, 
c. 24), subsec. 105(1), applicable to 1992 et seg. Subsec. (2) for- 
merly read: 


(2) Where a taxation.year of a corporation is less: than 51 
weeks, the tax payable under this Part for the year by the cor- 
poration shall be that proportion of its tax otherwise payable 
under this Part for the year that the number of days in the year 
is of 365. 


(3) Where tax not payable — No tax is payable 
under this Part for a taxation year by a corporation 


(a) that was a non-resident-owned investment 
corporation throughout the year; 


(b) that was a bankrupt. (within the meaning as- 
signed by subsection 128(3)) at the end of the 
year; 

(c) that was throughout the year exempt from tax 
under section 149 on all of its taxable income; 


(d) that neither was resident in Canada nor car- 
ried on business through a permanent establish- 
ment in Canada at any. time in the year; 


(e) that was throughout the year a deposit insur- 
ance corporation (within the meaning assigned by 
subsection 137.1(5)) or a corporation deemed by 
subsection 137.1(5.1) to be a deposit insurance 
corporation; or 


(f) that was throughout the year a corporation de- 
scribed in subsection 136(2) the principal busi- 
ness of which was marketing (including process- 
ing incidental to or connected therewith) natural 
products belonging to or acquired from its mem- 
bers or customers. 

Related Provisions: 125.3(1) — Large corporations tax. 

History: Para. 181.1(3)(f) added by 1994, c. 7, Sch. VIII (1993, c. 


24), subsec. 105(2), applicable to taxation years ending after June 
1989. 

Para. 181.1(3)(e) added by 1994, c. 7, Sch. II (1991, c. 49), subsec. 
146(2), applicable to taxation years ending after June 1989. 
Interpretation Bulletins: IT-347R2: Crown corporations. 


(4) Deduction — There may be deducted from a 
corporation’s tax otherwise payable under this Part 
for a taxation year an amount equal to the total of 


(a) its Canadian surtax payable for the year, and 


(b) such part as the corporation claims of its un- 
used surtax credits for its 7 immediately preced- 
ing and 3 immediately following taxation years, 


to the extent that that total does not exceed the 
amount by which 


(c) the amount that would, but for this subsection, 
be its tax payable under this Part for the year 


exceeds 


(d) the total of all amounts each of which is the 
amount deducted under subsection 125.3(1) in 
computing the corporation’s tax payable under 
Part I for a taxation year ending before 1992 in 
respect of its unused Part 1.3 tax credit (within the 
meaning assigned by section 125.3) for the year. 
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Related Provisions: 87(2)(j.91) — Amalgamation; 87(2.11) — 
Vertical amalgamations; 125.2, 125.3 — Credit of Parts VI and 13 
tax against. surtax before 1992; .161(7)(a)(ix), 164(5)(h-1), 
164(5.1)(h.2) — Effect of carryback of loss etc.; 181.6 — Return. 


History: Para. 181.1(4)(c) substituted by 1994, c. 21, s. 82, applica- 
ble to 1992 et seg. That para. formerly read: 


(c) the amount that would, but for this section, be its tax pay- 
able under this Part for the year 


Subsec. 181.1(4) added by 1994, c. 7, Sch. VIII (1993, c. 24), sub- 
sec. 105(3), applicable to 1992 er seq. 


Forms: T962: Calculation of unused Part 1.3 tax credit and unused 
surtax credit. 


(5) Idem — For the purposes of this subsection and 
subsections (4), (6) and (7), 


(a) an amount may not be claimed under subsec- 
tion (4) in computing a corporation’s tax payable 
under this Part for a particular taxation year in re- 
spect of its unused surtax credit for another taxa- 
tion year until its unused surtax credits, if any, for 
taxation years preceding the other year that may 
be claimed under this Part for the particular year 
have been claimed; and 


(b) an amount in respect of a corporation’s un- 
used surtax credit for a taxation year may be 
claimed under subsection (4) in computing its tax 
payable under this Part for another taxation year 
only to the extent that it exceeds the total of all 
amounts each of which is an amount claimed in 
respect of that unused surtax credit in computing 
its tax payable under this Part or Part VI for a 
taxation year preceding that other year. — 


Related Provisions: 87(2.11) — Vertical amalgamations, 


History: Subsec. 181.1(5) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 105(3), applicable to 1992 et seq. 


(6) Definitions — For the purposes of this subsec- 
tion and subsections (4), (5) and (7), 


“Canadian surtax payable” of a corporation for a 
taxation year has the meaning assigned by subsec- 
tion 125.3(4); 


“unused surtax credit” for a taxation year: ending 
after 1991 


(a) of a corporation (other than a corporation that 
was throughout the year a financial institution, 
within the meaning assigned by section. 190) 
means the amount, if any, by which 


(i) its Canadian surtax payable for the year 
exceeds the total of 


(ii) the amount that would, but for subsection 
(4), be its tax payable under this Part for the 
year, and 


(iii) the amount, if any, deducted under sec- 
tion 125.3 in computing the corporation’s tax 
payable under Part I for the year, and 
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(b) of a corporation that was throughout the year 
a financial institution (within the meaning as- 
signed by section 190) means the lesser of 


(i) the amount, if any, by which 


(A) its Canadian surtax. payable for the 
year 


exceeds the total of 


(B) the amount that would, but for subsec- 
tion (4), be its tax payable under this Part 
for the year, and 


_ (C) the amount, if any, deducted under 

Section 125.3 in computing the corpora- 

tion’s tax payable under Part I for the year, 
and 


(ii) the amount, if any, by which its tax paya- 

ble under Part I for the year exceeds the 

amount that would, but for subsection (4) and 

subsection 190.1(3), be the total of its taxes 

payable under Parts 1.3 and VI for the year. 
Related Provisions: 87(2.11) — Vertical 
256(9) — Date of acquisition of control. 


History: Subsec. 181.1(6) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 105(3), applicable to 1992 et seq. 


amalgamations; 


(7) Acquisition of control — Where at any time | 
control of a corporation has been acquired by a per- 
son or group of persons, no amount in respect of its 
unused surtax credit for a taxation year ending 
before that time is deductible by the corporation for 
a taxation year ending after that time and no amount 
in respect of its unused surtax credit for a taxation 
year ending after that time is deductible by the cor- 
poration for a taxation year ending before that time, 
except that 


(a) the corporation’s unused surtax credit for a 
particular taxation year that ended before that 
time is deductible by the corporation for a taxa- 
tion year that ends after that time (in this para- 
graph referred to as the “subsequent year”) to the 
extent of that proportion of the corporation’s Ca- 
nadian surtax payable for the particular year that 


(i) the amount, if any, by which 


(A) the total of all amounts each of which 

is 
(I) its income under Part I for the par- 
ticular year from a business that was 
carried on by the corporation through- 
out the subsequent year for profit or 
with a reasonable expectation of profit, 
or 


(ID) where properties were sold, leased, 
rented or developed or services were 
rendered in the course of carrying on 
that business before that time, its in- 
come under Part I for the particular 
year from any other business all or sub- 
stantially all of the income of which 
was derived from the sale, leasing, 
rental or development, as the case may 
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S. 181.1(7) 


be, of similar properties or the render- Related Provisions: 87(2.11) — Vertical amalgamations; 
ing of similar services 256(8) — Anti-avoidance — deemed exercise of right to. increase 
voting power. 


exceeds 


History: Paras. 181.1(7)(a) and (b) steeadeas by 1998; C: 19, s. 194, 


(B) the total of all amounts each of which applicable to acquisitions of control that occur after April 26, 1995. 
is an amount deducted under paragraph Paras.-181:1(7)(a) and (b) formerly read: 


111(1)(a) or (d) in computing its taxable 
income for the particular year in respect of 
a non-capital loss or a farm loss, as the 
case may be, for a taxation year in respect 
of any business referred to in clause (A) 


is of the greater of 


(ii) the amount determined under subpara- 
graph (i), and 


(iii) the’ corporation’s taxable income for the 
particular year; and 


(b) the corporation’s unused surtax elede for a 
particular taxation year that ends after that time is 
deductible by the corporation for a taxation year 
that ended before that time (in this paragraph re- 
ferred to as the “preceding year”) to the extent of 
that proportion of the corporation’s Canadian sur- 
tax payable for the particular year that 


(i) the amount, if any, by which 


(A) the total of all amounts each of which 
“1s 


(I) its income under Part I for the par- 
ticular year from a business that was 
carried on by the corporation in the pre- 
ceding year and throughout the particu- 
lar year for profit or with a reasonable 
expectation of profit, or 


(IL) where properties were sold, leased, 
rented or developed or services were 
rendered in the course of carrying on 
that business before that time, the cor- 
poration’s income under Part I for the 
particular year from any other business 
all or substantially all of the income of 
which was derived from the sale, leas- 
ing, rental or development, as the case 
may be, of similar properties or the ren- 
dering of similar services 


exceeds 


(B) the total of all amounts each of which 
is an amount deducted under paragraph 
111(1)(a) or (d) in computing the corpora- 
tion’s taxable income for the particular 
year in respect of a non-capital loss or a 
farm loss, as the case may be, for a taxa- 
tion year in respect of any business re-— 
ferred to in clause (A) 


is of the greater of 


(ii) the amount determined under subpara- 
graph (i), and 


(a) where a business was carried on by the corporation in a 
taxation year ending before that time, its unused surtax credit 
for that year is deductible by the corporation fora particular 
taxation year ending after that time only if that business ‘was 
carried on by the corporation for profit or with a reasonable 
expectation of profit throughout the particular year and only 
to the extent of that proportion of the corporation’s tax paya- 
ble under this Part for the particular year that 


(i) the amount, if any, by which - 


(A) the total of its income under Part I for the partic- 
ular year from that: business and, where’ properties 
were sold, leased, rented or developed or, services 
were rendered in the course of carrying on that busi- 
ness before that.time, its income under Part I for the 
particular year from any other business substantially 
all of the income of which was derived from the sale, 
Jeasing, rental or development, as the case may be, of 
similar properties or the rendering of similar services - 


exceeds 


(B) the total of all amounts each of which is an 
amount deducted under paragraph 111(1)(a) or (d).in 
computing its taxable income under Part I for the 
particular year in respect of a non-capital loss or a 
farm loss, as the case may be, for a taxation year in 
respect of that business or the other business 


is of the greater of 
(ii) the amount determined under subparagraph (i),,and 


(iii) the corporation’s taxable income under Part I for the 
particular year; and 


(b) where a business was carried on by the corporation 
throughout a taxation year ending after that time, its unused 
surtax credit for that year is deductible by the corporation for 
a particular taxation year-ending before that time only if that 


- business was carried on by the corporation for profit or with a 


reasonable expectation of profit in the particular year and 
only to the extent of that proportion of the corporation’s tax 
payable under this Part for the particular year that 


(i) the amount, if any, by which 


(A) the total of its income under Part.I for the partic- 
ular year from that business’ and, where properties 
were sold, leased, rented or developed or services 
were rendered in the course of carrying on that busi- 
ness before that time, its income under Part I for the 
particular year from any other business substantially 
all the income of which was derived from the sale, 
leasing, rental or development, as the case may be, of 
similar properties of the rendering of similar services 


exceeds |! 


(B) the total of all amounts each of which is an 
amount deducted under paragraph 111(1)(a) or (d) in 
computing its taxable income under Part I for the 
particular year in respect of a non- -capital loss or a 
farm loss, as the case may be, for a taxation year in 
respect of that business or the other business 


is of the greater of 
(ii) the amount determined under subparagraph (i), and 


(iii) the corporation’s taxable income under Part I for the 
‘particular year. 


(iii) the corporation’s taxable income for the | subsec. 181:1(7) added by 1994, c. 7, Sch. VII (1993, 6.24); sub- 
particular year. sec. 105(3), applicable to 1992 et seq. 


1495 


S. 181.1(7) 


I.T.. Technical News: No. 7) (control by a group —50/50 
arrangement). 


Definitions [s. 181.1]: “amount” — 181(3), 248(1); “busi- 
ness” —248(1); “capital deduction” — 181.5(1); “Canadian ‘surtax 
payable” —125.3(4), 181.1(6); “carrying on business in Can: 
ada” — 253; “corporation” — 248(1), Interpretation Act 35(1); 
“farm loss” —111(8); “financial institution” — 190(1); “non-capi- 
tal loss” — 111(8), 248(1); “non-resident-owned investment corpo- 
ration” — 133(8), 248(1); “permanent establishment” — 181(2), 
Reg. 8602;. ‘property’ —.248(1);-“resident in Canada” — 250; 
“taxable capital employed in. Canada” — 181.2(1), 181.3(1), 181.4; 
“taxable income” — 2(2),.248(1);. “taxation year” — 249: “unused 
surtax credit” —.181.1(6). 


181.2 (1) Taxable capital employed in. Can- 
ada — The taxable capital employed in Canada of a 
corporation for a taxation year (other than a financial 
institution or a corporation that was throughout the 
year not resident in Canada) is the prescribed propor- 
tion of the corporation’s taxable capital for the year. 
Related Provisions: 66(12.6012) — Definition used for limita- 
tion on renunciation of, Canadian development expenses to flow- 


through shareholder as Canadian exploration expense; 181(4) — 
Limitations respecting inclusions and deductions. 


Regulations:. 8601. (prescribed proportion). 


(2) Taxable capital — The taxable capital of a cor- 
poration (other than a financial institution) for a tax- 
ation year.is the amount, if any, by which its capital 
for the year exceeds its:investment allowance for the 
year. 


Related Provisions: 181(4)— Limitations respecting inclusions 
and. deductions: 


(3) Capital — The capital of a corporation (other 
than a financial institution) for a taxation year is, the 
amount, if any, by which the total of / 


(a) the amount of its capital stock (or, in the case 
of a corporation incorporated without share Capi- 
tal, the amount of its members’ contributions), re- 
tained earnings, contributed surplus and any other 
surpluses at the end of the year, 


(b). the amount of its reserves for the year, except 
to the extent that they were deducted in comput- 
ing its income for the year under Part I, 


(b.1) the amount of its deferred unrealized for- 
eign exchange gains at the end of the year, 


(c) the amount of all loans and advances to the 
corporation at the end of the year, 


(d) the amount of all indebtedness of the corpora- 
tion at the end of the year represented by bonds, 
debentures, notes, mortgages, bankers’ accept- 
ances or similar obligations, 


(e) the amount of any dividends declared but not 
paid by the corporation before the end of the 
year, 


(f) the amount of all other indebtedness: (other 
than any indebtedness in respect of a lease) of the 
corporation at the end of the year that has been 
outstanding for more than 365 days before. the 
end of the year, and Grdey 


: Income Tax Act 


(g)> where the: corporation was a member of a 
partnership at the end of the year, that proportion 
of the amount, if any, by which . 


(i) the total of all amounts (other than amounts 
owing to the member or to other corporations 
that are members of. the partnership) that 
,would be determined under this paragraph and 
paragraphs (b) to (d) and (f) in respect of the 
-partnership at the end of its last fiscal period 
_ that ends at or before the end of the year (if 
paragraphs (b) to (d) and (f) applied to part- 
nerships in the same way that they apply to 
corporations). fp 


exceeds 


(ii) the amount of the partnership’s deferred 
unrealized foreign exchange losses at the end 
of that period Pg 


that the member’s share of the partnership’s in- 
come or loss for that period is of the partnership’s 
income or loss for that period’ 


exceeds the total of 


(h) the amount of its deferred raxtdebit balance at 
the end of the year, 


(i) the amount of any deficit deducted in comput- 
ing its shareholders’ equity at the end ‘of the year, 
and 


(4). any amount. deducted under subsection 135(1) 
in computing its income under Part I for the year, 
to the extent. that the amount can reasonably be 

_tegarded as being included in the amount deter- 
mined under any of paragraphs (a) to (g) in re- 
spect of the corporation for the year. 


_(k) the amount of its deferred unrealized foreign 
exchange losses at the end of the year. 


Related Provisions: 132.2( 1)(0).-— Deemed year-end of mutual 


_ fund corporation on reorganization; 181(4)— Limitations respect- 


ing inclusions and deductions. 


History; Paras, 181.2(3)(b.1), and 181.2(3)(k) added, para, 


181.2(3)(g) amended, by. 1998, c. 19, subsecs..195(1) to (3), appli- 
cable to 1995 et seg. Para. 181.2(3)(g) formerly read: 


(g). where the corporation was a member of a partnership at 
the end of the year, that proportion of the total of all amounts 
(other than amounts owing to the member of to corporations 
that are other members of the partnership) that would-be de- 
termined under this paragraph and paragraphs (b) to (f) in re- 
spect of the partnership at the end of its last fiscal period end- 

"ing at or before the end of the year (if. the: references in 
paragraphs (b) to (f):to “corporation” were read as references 
to partnership”) that the. member’s share of the partnership’s 
income; or loss for that period is of the partnership’s income 
or loss for that period, 


Para. 181.2(3)(d) amended by 1994, c..7, Sch. VIII. (1993, c. 24), 
subsec. 106(1), to add “bankers’ acceptances”, applicable to taxa- 
tion years ending after December 20, 1991. 


Para. 181.2(3)(j) added by 1994, c. 7, Sch. If (1991, ¢. 49), subsec. 
147(1), applicable to taxation years ending after June 1989. 


(4) Investment allowance — The investment al- 
lowance-of a corporation (other than.a financial insti- 
tution) for a taxation year is the total ofall amounts 
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each of which is the carrying value at the end of the 
year of an asset of the corporation that is 


(a) a share of another corporation, 


(b) a loan or advance to another corporation 
(other than a financial institution), 


(c) a bond, debenture, note; mortgage or similar 
obligation of another corporation (other than a fi- 
nancial institution), 


(d) long-term debt of a financial institution, 


(d.1) a loan or advance to, or a bond, debenture, 
note, mortgage or similar obligation of, a partner- 
ship all of the members of which, throughout the 
year, were other corporations (other than finan- 
cial institutions) that were not exempt from tax 
under this Part (otherwise than because of para- 
graph 181.1(3)(d)), 


(e) an interest in a partnership, or 


(f) a dividend payable to the corporation at the 
end of the year on a’share of the Saga stock of 
another corporation, 


other than a share of the capital stock of, a dividend 
payable by, or indebtedness of, a corporation that is 
exempt from tax under this Part (otherwise than be- 
cause of paragraph 181.1(3)(d)). 


Related Provisions: 181(4) — Limitations respecting inclusions 
and deductions; 181.1(6) — Deemed amount of loan. 


History: Para. 181.2(4)(d.1) added by 1994, c. 7, Sch. VII (1993, 
c. 24), subsec. 106(2), applicable to 1991 et seq. 


That portion of subsec. 181.2(4) following para. (e) substituted by 
1994, c. 7, Sch. II (1991, c. 49), subsec. 147(2), applicable to taxa- 
tion years ending after June 1989. That portion formerly read: 


other than a share of the capital stock or indebtedness of .a 
corporation that is exempt from tax under section. 149 on all 
of its taxable income. 


(5) Value of interest in partnership — For the 
purposes of subsection (4), the carrying value, at the 
end of a taxation year, of an interest of a Corporation 
in a partnership shall be deemed to be an amount 
equal to that proportion of 


(a) the total of all amounts each of which is the 
carrying value of an asset of the partnership, at 
the end of its last fiscal period ending at or before 
the end of the year, described in any of 
paragraphs (4)(a) to (d) and (f), other than an as- 
set that is a share of the capital stock of, a divi- 
dend payable by, or indebtedness of, a corpora- 
tion that is exempt from tax under this Part 
(otherwise than because of paragraph 
181.1(3)(d)), 


that 


(b) the corporation’s share of the partnership’s in- 
come or loss for that period 


is of 
(c) the partnership’s income or loss for that 
period. 


S. 181.3(1)(a) 


History: Para. 181.2(5)(a) amended by 1994, c..7, Sch. Il (1991, c. 
49), subsec. 147(3), applicable to taxation’ years ending after June 
1989. That para. formerly read: 


(a) the total of all amounts each of which is the carrying vate 
of an asset of the partnership, at the end of its last fiscal pe- 
riod ending at or before the end of the year, described in 
paragraphs (4)(a) to (d) (other than an asset that is a share of 
the capital stock or indebtedness of a corporation that is ex- 
empt from tax under section 149 on all of its taxable income), 


(6) Loan — For the purpose of subsection (4), 
where a corporation made a particular loan to a trust 
that neither 


(a) made any loans or advances to nor received 
any loans or advances from, nor 


(b) acquired any bond, debenture, note, mortgage 
or similar obligation of nor issued any bond, de- 
benture, note, mortgage or similar obligation to 


a person not related to the corporation, as part of a 
series of transactions in which the trust made a loan 
to another corporation (other than a financial institu- 
en to which the corporation is related, the least of 


(c) the amount of the particular loan, 


(d) the amount of the loan from the trust to the 
other corporation, and 


(e) the amount, if any, by which 


(i) the total of all amounts each of which is the 
amount of a loan from the trust to any 
corporation . 


exceeds 


(ii) the total of all amounts each of which is 
the amount of a loan (other than the particular 
loan) from any. corporation to the trust 


at any time shall be deemed to-be the amount of a 
loan from the corporation to the other corporation at 
that time. 

History: Subsec. 181.2(6) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 106(3), applicable after June 1989. 

Definitions [s. 181.2]: “amount” — 181(3), 181.2(6), 248(1); 
“carrying value” — 181(2); “corporation” — 248(1), Interpretation 
Act 35(1); “financial institution” — 181(1);. “fiscal period” — 
249(2)(b), 249.1; “long-term debt” — 181(1); “permanent establish- 
ment” — 181(2), Reg. 8602; “reserves” — I81(1); “resident in 
Canada” — 250; “share” — 248(1); “taxation year” — 249. 


181.3 (1) Taxable capital employed in Canada 
of financial institution — The taxable capital em- 
ployed in Canada of a financial institution for a taxa- 
tion year is the total of 


(a) the total of all amounts each of which is the 
carrying value at the end of the year of an asset of 
the financial institution (other than property held 
by the institution primarily for the purpose of re- 
sale that was acquired by the financial institution, 
in the year or the preceding taxation year, as a 
consequence of another person’s default, or antic- 
ipated default, in respect of a debt owed to the 
institution) that is tangible property used in Can- 
ada and, in the case of a financial institution that 
is an insurance corporation, that 1s non-segre- 
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gated property, within the meaning assigned by 
subsection 138(12), 


(b) the total of all amounts each of which is an 
amount in respect of a partnership in which the 
financial institution has an interest at the end of 
the year equal to that proportion of 


(i) the total of all amounts each of which is the 
carrying value of an asset of the partnership, 
at the end of its last fiscal period ending at or 
before the end of the year, that is tangible 
property used in Canada 


that 


(ii) the financial institution’s share of the part- 
nership’s income’ or loss for that period 


is of 
(iii) the partnership’s income or loss for that 
period, and 


(c) an amount that is equal to 


(i) in the case of a financial. institution other 
than an insurance corporation, that proportion 
of its taxable capital for the year that its Cana- 
dian assets at the end of the year is of its total 
assets at the end of the year, 


(i1) in the case of an insurance corporation that 
was resident in Canada at any time during the 
year and carried on a life insurance business at 
any time in the year, the total of 


(A) that proportion of the amount, if any, 
by which the total of 


(I) its taxable capital for the year, and 


(ID) the amount prescribed for the year 
in: respect of the Corporation 


exceeds 


(III) the amount prescribed for the year 
in respect of the corporation | 


that its Canadian reserve liabilities as..at 
the end of the year is of the total of. 


(IV) its total reserve liabilities as at the 
end of the year, and 


(V) the amount prescribed for the year 
in respect of the corporation, and 


(B) the amount, if any, by which 


(I) the amount of its reserves for the 
year (other than its reserves in respect 
of amounts payable out of segregated 
funds) that may reasonably be regarded 
as having been established in respect of 
its insurance businesses carried on in 
Canada 


exceeds the total of 


(II) the total of all amounts each of 
which is the amount of a reserve (other 
than a reserve described in subpara- 
graph 138(3)(a)()) to the extent that it 
was included in the amount determined 


Income Tax Act 


under subclause (I). and was deducted 
in computing its income under Part I 
for the year, 


(II) the total of all amounts each of 
which is the amount of a reserve de- 
scribed in subparagraph 138(3)(a)(i) to 
the extent that it was included: in: the 
amount determined under subclause (1) 
and was deductible under subparagraph 
138(3)(a)(i) in computing its income 
under Part I for the year, and 


(IV) the total of all amounts each of 
which is the amount outstanding (in- 
cluding any interest accrued thereon) as 
at the end of the year in respect of a 
policy loan (within the meaning as- 
signed by subsection 138(12)) made by 
the corporation, to the extent that it was 
deducted in computing the total deter- 
mined under subclause (III), 


(iii) in the case of an insurance corporation 
that was resident in Canada at any time inthe 
year and throughout the year did not carry on 
a life insurance business, that proportion of its 
taxable capital for the year that the total - 
amount of its Canadian premiums for the year 
is of its total premiums for the year, and 


(iv) in the case of an insurance corporation 
that was throughout the year not resident in 
Canada and carried on an insurance business: 
in Canada at any time in the year, its taxable 
capital for the year. Apa he 


Related Provisions: 181(4) — Limitations respecting inclusions 
and deductions. 


History: Cl. 181.3(1)(c)(ii)(A) substituted by 1994, c. 21, subsec. 
83(1), applicable ; 


(a) to taxation years that end after February 25, 1992: and 


(b) where ‘a corporation elects under para. 84(2)(b) of the 
amending legislation [see under’ 190.11(b)(i) below}, to its, 1991 
and subsequent taxation years; and, notwithstanding. subsecs. 
152(4) to (5S), such assessments and determinations in respect of 
any taxation year shall be made as are consequential on the ap- 
plication of the above amendment to the corporation’s taxation 
years that end before February 26, 1992. 


(c)(1)(A) formerly read: 


(A) that proportion of its taxable capital for the year that its 
Canadian reserve liabilities as at the end of the year is of its 
total reserve liabilities as at the end of the year,-and... 


Para. 181.3(1)(a) amended by 1994, c. 7, Sch: VIII (19937'c.42A)) s. 


Cl. 


— 


_ 107, applicable to, taxation years ending after June 1989. Para. (a) 


formerly read: 


(a) the total of all amounts each of which is the carrying value 

at the end of the year of an asset of the financial. institution 

that is tangible property used in Canada (and, in the case of a 

financial institution that is an insurance corporation, that is 

non-segregated property, within the meaning assigned by 

subsection 138(12)), 
Regulations: 8605 (prescribed amounts for 181.3(1)(c)Gi)(A)CD, 
(III) and (V)). 


(2) Taxable capital of financial. institution — 
The taxable capital of a financial institution for a 
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taxation year is the amount, if any, by which its capi- 
tal for the year exceeds its investment allowance for 
the year. | 


Related Provisions: 181(4) — Limitations respecting inclusions 
and deductions. 


(3) Capital of financial institution — The capital 
of a financial institution for a taxation year is 


(a) in the case of a financial institution other than 
an insurance corporation, the amount, if any, by 
which the total at the end of the year of 


(i) the amount of its long-term debt, 


(ii) the amount of its capital stock (or, in the 
case of an institution incorporated: without 
share capital, the amount of its members’ con- 
tributions), retained earnings, contributed sur- 
plus and any other surpluses, and 


- (iii) the amount of its reserves for the year, ex- 
cept to the extent that they were deducted in 
computing its income under Part I for the 
year, , 


exceeds the total of 


(iv) the amount of its deferred tax debit bal- 
ance at the end of the year, 


(v) the amount of any deficit deducted in com- 
‘puting its shareholders’ equity at the end of 
the year, and 


(vi) any amount deducted under subsection 
130.1(1) or 137(2) in computing its income 
under Part I for the year, to the extent that the 
amount can reasonably be regarded as being 
included in the amount determined under sub- 
' paragraph (i), (ii) or (iii) in respect of the in- 
stitution for the year; 
(b) in the case of an insurance corporation. that 
was resident in Canada at any time in the year 
and carried on a life insurance business at any 
time in the year, the amount, if any, by which the 
total at the end of the year of 


(i) the amount of its long-term debt, and 


(ii) the amount of its capital stock (or, in the 
case of an insurance corporation incorporated 


without share capital, the amount of its mem- 


bers’ contributions), retained earnings, con- 
tributed surplus and any other surpluses 


exceeds the total of 


(iii) the amount of its deferred tax debit bal- 
ance at the end of the year, and 


(iv) the amount of any deficit deducted in 


computing its shareholders’ equity at the end | 


of the year; 


(c) in the case of an insurance corporation that 
was resident in Canada at any time in the year 
and throughout the year did not carry on a life 
insurance business, the amount, if any, by which 
the total at the end of the year of 


(i) the amount of its long-term debt, 


Large Corporations S. 181.3(3)(d) (i) 


(ii) the amount of its capital stock (or, in the 
case of an insurance corporation incorporated 
without share capital, the amount of its mem- 
bers’ contributions), retained earnings, con- 
tributed surplus and any other surpluses, and 


(iii) the amount of its reserves, for the year, ex- 
cept to the extent that they were deducted in 
computing its income under Part I for the 
year, 


exceeds the total of 


(iv) the amount of its deferred tax debit bal- 
ance at the end of the year, 


(v) the amount of any deficit deducted in com- 
puting its shareholders’ equity at the end of 
the year, and 


(vi) the total amount of its deferred acquisi- 
tion expenses in respect of its property and 
casualty insurance business in Canada, to the 
extent that it can reasonably be attributed to 
an amount included in the amount determined 
under subparagraph (iii); and 
(d) in the case of an insurance corporation that 
was throughout the year not resident in Canada 
and carried on an insurance business in Canada at 
any time in the year, the total at the end of the 
year of 


(i) the amount that is the greater of 
(A) the amount, if any, by which 


(I) the corporation’s surplus funds de- 
rived from operations (as defined in 
subsection 138(12)) as of the end of the 
year, computed as if no tax were paya- 
ble under this Part or Part VI for the 
year 


-exceeds the total of all,amounts each of 

which is 
(IT) an amount on which the corpora- 
tion was required to pay, or would but 
for subsection 219(5.2) have been re- 
quired to pay, tax under Part XIV fora 
preceding taxation year, except the por- 
tion, if any, of the amount on which tax 
was payable, or would have been paya- 
ble, because. of. subparagraph 
219(4)(a)@.1), and 


(11) an amount on which the corpora- 
tion was required to pay, or would but 
for subsection 219(5.2) have. been re- 
quired to pay, tax under subsection 
219(5.1) for the year because of the 
transfer of an insurance business to 
which ‘subsection 138(11.5) or (11.92) 
has applied, and 


(B) the corporation’s attributed surplus for 
the year, 


(ii) any. other ‘surpluses relating to its insur- 
ance businesses carried on in Canada, 


1499 


S. 181.3(3)(d)(iii) 


(1i1) the amount of its long-term debt that may 
reasonably be regarded as relating to its insur- 
ance businesses carried on in Canada, and 


(iv) the amount, if any, by which 


(A) the amount of its reserves for the year 
(other than its reserves in respect of 
amounts payable out of segregated funds) 
_ that may reasonably be regarded as having 
been established in respect of its insurance 
businesses carried on in Canada 


exceeds the total of 


(B) the total of all amounts each of which 
is the amount of a reserve (other than a re- 
serve described in subparagraph 
138(3)(a)(i)) to the extent that it was in- 
cluded in the amount determined under 
clause (A) and was deducted in computing 
its income under Part I for the year, 


(C) the total of all amounts each of which 
is the amount of a reserve described in 
subparagraph 138(3)(a)(i) to the extent that 
it was included in the amount: determined 
under clause (A) and was deductible under 
subparagraph. 138(3)(a)(i) in computing its 
income under Part I for the year, 


(D) the total of all amounts each of which 
is the amount outstanding (including any 
interest accrued thereon) as at the end of 
the year in respect of a policy loan (within 
the meaning assigned by subsection 
138(12)) made by the corporation, to the 
extent that it was deducted in computing 
the amount determined under clause (G), 
and 


(E) the total amount of its deferred acquisi- 
tion expenses in respect of its property and 
casualty insurance business in Canada, to 
the extent that it can reasonably be attrib- 
uted to.an amount included in the amount 
determined under clause (A). 


Related Provisions: 181(4) — Limitations respecting inclusions 
and deductions. 


History: Subpara. 181.3(3)(d)(i) amended by 1998, c. 19, s. 196, 
applicable to 1994 et seg. Subpara. 181.3(3)(d)(i) formerly read: 


(i) the greater of its surplus funds derived from operations 
(within the meaning assigned by subsection 138(12)), com- 
puted as if no tax were payable under this Part or Part VI for 
the year, and its attributed surplus for the year, 


Subpara. 181.3(3)(c)(vi) added by 1994, c. 21, subsec. 83(2), appli- 
cable to 1992 et seq. 


Subpara. 181.3(3)(d)(i) substituted by 1994, -c. 21, subsec. 83(3), 
applicable to 1992 et seg. That subpara. formerly read: 


(i) the greater of its surplus funds derived from operations 
(within the meaning assigned by subsection. 138( 12)) and its 
attributed surplus for the year, 


Cl. 181.3(3)(d)(iv)(E) added by 1994, c. 21, subsec. 83(4), applica- 
ble to 1992 et seq. 


Subpara. 181.3(3)(a)(vi) added by 1994, c.'7, Sch. II (1991, c. 49), 
subsec. 148(1), applicable to taxation years ending after June 1989. 


Income Tax. Act 


(4): Investment allowance of financial institu- 
tion — The investment allowance of a financial in- 
stitution for a taxation year is, 


(a) in the case of a financial institution that was 
resident in Canada at any time in the year, the to- 
tal of all amounts each of which is the carrying 
value at the end of the year of an asset of the fi- 
nancial institution that is a share of the capital 
stock or long-term debt of another financial insti- 
tution (other than an institution that is exempt 
from tax under this Part) that is related to the in- 
stitution (and, in the case of ‘a financial institution 
that is an insurance corporation, that is non-segre- 
gated property within the meaning assigned by 
subsection, 138(12)), 


(b) in the case of an insurance corporation that 
was throughout the year not resident in Canada, 
the, total of all amounts each:of which is the car- 
rying value at the end of the year of an asset of 
the financial institution that 


(i) is non-segregated property (within the 
meaning assigned by subsection 138(12)), 


(i) is a share of the capital stock or long-term 
debt of another financial institution (other | 
than an institution that is exempt from tax 
under this Part). that is related. to the institu- 
tion, and 


(iil) was used by it in the year in, or held by it 
in the year in the course of, carrying on an in- 
- Surance business in Canada, and 


(c) in any other ‘case, nil, 


and, for the purposes of this subsection, a credit 
union and another credit union of which the credit 
union is a shareholder or member shall be deemed to 
be related‘ to each other. 


Related Provisions: 181(4) — Limitations respecting inclusions 
and deductions; 181.5(6) — Whether corporations related. 


History: Para. 181.3(4)(a),. subpara. (4)(b)(ii) and that portion of 
subsec. (4) following para. (c) substituted by 1994, c. 7, Sch. II 
(1991, c. 49), subsecs. 148(3), (4); (5), applicable to taxation years 
ending after June 1989. Those portions formerly read: 


(a) in the case of a financial institution that was resident 
in Canada at any time in the year, the total of all amounts 
each of which is the carrying value at the end of the year 
of an asset of the financial institution that is a share of the 
capital stock or long-term debt of another financial insti- 
tution that is related to the institution (and, in the case of 
a financial institution that is an insurance corporation, 
that 1s non-segregated property, within the meaning as- 
signed by subsection 138(12)), 


(11) is a Share of the capital stock or long-term debt of 
another financial institution that is related to the in- 
stitution, and 


and, for the purposes of this subsection, 


(d) a credit union and another credit union of which the 
credit union is a shareholder or member, as the case may 
be, shall be deemed to be related to each other, and 
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(e) a particular deposit insurance corporation (within the \ 
meaning assigned by subsection 137.1(5)), a subsidiary, ° 
wholly. owned corporation of the particular deposit insur- 
ance corporation that is deemed by subsection 137.1(5.1) 
to be a deposit insurance corporation and’ a corporation 

~ that in relation to the particular deposit insurance corpo- 
ration is a member institution (within the meaning as- 
signed by subsection 137.1(5)) shall be deemed to be re- 
lated to each other. 


Definitions [s.. 181.3]: “amount” — 181(3), 248(1); 
surplus” — 181(2), Reg. 2405(3), 8602; “Canada” — 
dian assets”, “Canadian Divinaiiins ©, “Canadian reserve liabili- 
ties” — 181(2), Reg. 8602; “carrying on business in Canada” — 

253; “carrying value” — 181(2); “credit union” — 137(6), 248(1); 
“financial. institution” — 181(1); “fiscal period” an 


“attributed 


surance corporation’, “life insurance business” )—- 248(1); “long- 
term debt” — 181(1);. “related” — 181.3(4), 181.5(6),. (7), 251(@); 
“reserves” — a 1); “resident in Canada” — 250; “share”, “sub- 


; “taxation year” — 
“total reserve liabilities’? — 


pidiaty Ww 
249: “total assets”, “total premiums”, 
181(2), Reg. 8602. 


181.4 Taxable capital employed in Canada of 
non-resident — The taxable capital employed in 
Canada for a taxation year of a corporation (other 


than a financial institution) that was throughout the | 


year not resident in Canada's is the amount, if any, by 
which 


(a) the total of all amounts each of which is the 


carrying value at the end of the year of an asset of — 


the corporation used by it in the year in, or held 
by it in the year in the course of, carrying on any 


business carried on by it during the year through © 


a permanent establishment in abd 
exceeds the total of 


(b) the amount of the corporation’s indebtedness 
at the end of the year (other than indebtedness de- 
scribed in any of paragraphs 181.2(3)(c) to (f)) 
that may reasonably be regarded as relating to a 
business carried on by it during the year through 
a permanent establishment in Canada, 


(c) the total of all amounts each of which is the 
carrying value at the end of the year of an asset 
described in subsection. 181.2(4) of the corpora- 
tion that was used by it in the year in, or held by 
it in the year in the course of, carrying on any 
business carried on by it during the year through 
a permanent establishment in Canada, and 


(d) the total of all amounts each of which is the 
carrying value at the end of the year of an asset of 
the corporation that 


(i) is a ship or aircraft operated by the corpo- 
ration in international traffic or is personal 
property used in its business of transporting 


passengers or goods by ship or aircraft in in- . 


ternational traffic, and 


(ii) was used by the corporation in the year in, 
or held by it in the year in the course of, carry- 
ing on any business during the year through a 
permanent establishment in Canada, 


if the country in which the corporation is resident 
imposed neither a capital tax for the year on simi- 


255; “Cana- 


ness” — 248(1), “Canada” — 255: 


S.)181.5(5) 


lar assets nor a tax forthe year on the income 
from the operation of a ship or aircraft 1m interna- 
tional traffic, of any corporation resident 1 in Can- 
“ada during the year. 
History: Subpara. 181.4(d)(i) amended by 1998, c. 19, yg ap- 
plicable to 1995 et seq. 
(i) is a ship or‘ aircraft operated by the corporation in interna- 
tional traffic or is personal property used in its business of 
transporting passengers or goods in international traffic, and 


Para. 181.4(d) added by 1094. cea sch lL (99k c. 40). Ss. 149, 
applicable to taxation years ending after June 1989. 


Definitions [s. 181.4]: “2"18103), 248(1); “busi- 
“carrying on business in Can- 


“amount” 


ada” — 2293; “carrying value” — 181(2); “corporation” +—248(1), 
| Interpretation Act 35(1); “financial institution” — 181(1); “interna- 
tional traffic” +- 248(1); “permanent establishment” — 181(2), 


Reg. 8602; “resident in Canada’”,— 250. 


181.5 (1) Capital deduction — The capital deduc- 
tion of a corporation for a taxation year is 
$10,000,000 unless the corporation was related to 
another corporation at any. time in the year, in which 
case, subject to subsection ), its capital deduction 
for the year is nil. 


(2) Related corporations — A corporation that is 
related to any other corporation at any time in a taxa- 
tion year of the corporation ending 1 in a calendar year 
may file with the Minister in prescribed form an 
agreement on behalf of the related group of which 
the corporation is a member under which an amount 
that does not exceed $10,000,000 is. allocated among 
all corporations that are members of the related 
group for each taxation year of each such corpora- 
tion ending in the calendar year and’ at a time when it 
was a member of the related group. 


Forms: T2150: Agreement among related corporations — Part I.3 
tax. 


(3). ldem:— The Minister may, request a,corporation 
that is related to any other.corporation at the.end of a 
taxation year to file with the Minister an. agreement 
referred to.in subsection (2) and, if the corporation 
does not file such an agreement.within 30 days after 
receiving the request, the Minister, may allocate an 
amount among the members of the related group. of 
which the corporation is a member for the year not 
exceeding $10,000,000. 


(4) ldem — The least amount allocated for a taxa- 
tion year to a member of a related group under an 
agreement described in subsection (2) or by the Min- 
ister pursuant to subsection (3) is the capital deduc- 
tion of that member for that taxation year. 


(5) Idem — Where a corporation. (in this subsection 
referred to as the “first corporation”). has more than 
one taxation year ending in the same calendar year 
and is related in 2 or more of those taxation years to 
another corporation that has a taxation year ending in 
that calendar year, the capital deduction of the first 

corporation for each such taxation year at the end of 
which it is related to the other corporation is an 
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amount equal to its capital deduction for the first 
such taxation year. coos 


(6) Idem — Two corporations that: would; but for 
this subsection, be related to each other by reason 
only of af 


(a) the control of any corporation by Her Majesty 
in right of Canada ora province, or 


(b) a right referred to in paragraph 251(5)(b), 


are, for the purposes of this section and subsection 
181.3(4), deemed not to be related to each other ex- 
cept that, where at any time a taxpayer has a right 
referred to in paragraph 251(5)(b). with respect to 
shares and it can reasonably be considered that one 
of the main purposes for the acquisition of the right 
was to avoid any limitation on the amount of a cor- 
poration’s capital deduction for a taxation year, for 
the purpose of determining whether a corporation is 
related to any other corporation, the corporations are, 
for the purposes of this section, deemed to be in the 
Same position in relation to each other as if the right 
were immediate and absolute and as if the taxpayer 
had exercised the right at that time. 


History: The closing words of subsec. 181.5(6) amended by 1998, 
c. 19, s. 198, applicable after April 26, 1995. The closing words 
formerly read: 


shall, for the purposes of this section and subsection 181.3(4), 
be deemed not to, be related to each other except that, where 
at any time a taxpayer has a right referred to in paragraph 
251(5)(b) with respect to shares and it may reasonably be 
considered that one of the main purposes ofthe acquisition of 
the right was to avoid any limitation on the amount of a cor- 
poration’s capital deduction for a taxation year, for the pur- 
poses of determining whether a corporation is related to any 
other corporation, the corporations shall, for the purposes of 
this section, be deemed to be in the same position in relation 
to each other as if the taxpayer owned the shares. 


(7) Related corporations that are not associ- 
ated — For the purposes of subsection 181.3(4) and 
this section, a Canadian-controlled private corpora- 
tion and another corporation to which it would, but 
for this subsection, be related at any time shall be 
deemed not to be related to each other at that time 
where the corporations are not associated with each 
other at that time. 


History: Subsec. 181.5(7) added by 1994, c. 7, Sch. 11 .(1991, c. 
49), s. 150, applicable to 1991 et seg. and, where a corporation so 
elected by notifying the Minister of National Revenue in writing 
before 1992 [1994, c. 7, Sch. VIII (1993, c. 24), s. 159 provides that 
where such an election is made before December 1 1,-1993, the elec- 
tion shall be deemed to have been made before 1992] (and, where 
applicable, by filing with the Minister in prescribed form a revised 
agreement for the purposes of subsec. 181.5(2)), to its 1989 and 
1990 taxation years. 


Definitions [s. 181.5]: “amount” — 181(3), 248(1); “calendar 
year” — Interpretation Act 37(1)(a): “corporation” — 248(1), Inter- 
pretation Act 35(1); “Minister” — 248(1); “province” — Interpre- 
tation Act 35(1); “related” — 181.5(6), (7), 251(2); “related 
group” — 251(4); “share” — 248(1); “taxation year” — 249, 


181.6 Return — Every corporation that is or would, 
but for subsection 181.1(4), be liable to pay tax 


“Income Tax Act 


under this Part for a taxation year shall file with the 
Minister, not later than the day on or before which 
the corporation is required by section 150 to file its 
return of income for the year under Part I, a return of 
capital for the year in prescribed form containing an 
estimate of the tax payable under this Part by it for 
the year. 


Related Provisions: 150.1(5) — Electronic filing; 235 — Pen- 
alty for failure to file return even where no balancé owing. 


History: S. 181.6 amended by 1994, c. 7, Sch. VIII (1993, c. 24), s. 
108, to add “that is or would, but for subsection 181.1(4), be”; ap- 
plicable to 1992 et seq. 


Definitions [s. 181.6]: “corporation” —248(1), Interpretation 
Act 35(1); “Minister” — 248(1); “taxation year’ — 249, 


Forms: 1962: Part I.3 tax credit; T1166: New Brunswick tax on 
large corporations; T1167: Nova Scotia tax on large corporations; 
T2147: Part I.3 tax return — tax on large corporations; T2148: Part 
[.3 tax return — tax on large financial institutions; T2149: Part LS 
tax return — tax on large insurance corporations. 


181.7 Provisions applicable to Part — Sections 
152, 158 and 159, subsection 161(11), sections 162 
to 167 and Division J of Part I apply to this Part with 
such modifications as the circumstances require and, 
for the purpose of this section, paragraph 152(6)(a) 

shall be read as follows: 


“(a) a deduction under section 181.1(4) in re-. 
spect. of any unused surtax credit (within the 
meaning assigned by subsection 181.1(6)) for a 
subsequent taxation year,” 


Related Provisions [s. 181.7]: 157(1), (2), (2.1) — Instalment 
and payment obligations; 161(1), (4.1) — Interest. 


History: S. 181.7 substituted for 181.7 to 181.9 by 1994, c. 7, Sch. 
VIII (1993, c. 24), s. 109, applicable to 1992 et seq. Ss. 181.7 to 
181.9 formerly read: 


181.7 (1) Payment of tax — Every corporation liable to pay 
tax under this Part for a taxation year shall pay to the Re- 
ceiver General in respect of the year 


(a) either 


(i).0n or before the last day of each month in the 
year, /i2 of the amount estimated by it to be its tax 
payable under this Part for the year; 


(ii) on or before the last day of each month in. the 
year, '/i2 of its first instalment base for the year, or 


(iii) on or before the last day of each of the first two 
months in the year, '/12 of its second instalment base 
for the year, and on or before the last day of each of 
the following months in the year, ‘/io of the amount 
by which its first instalment base for the year ex- 
ceeds '/s of its second instalment base for the year; 
and 


(b) the remainder of its tax payable under this Part for the 
year, on or before the day on or before which the corpo- 
ration is, pursuant to paragraph 157(1)(b), required to pay 
the remainder of its tax payable under Part I for the year 
or would be. so required if a remainder of that tax were 
payable and, where the corporation so elects in its return 
of income under this Part for the year, if clause 
157(1)(b)(i)(A) were read as follows: 


“(A) the corporation carried on an active business 
in Canada in the year or in its immediately preced- 
ing taxation year, and” 
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(2). Instalment bases — In. this, section, 


(a) the first instalment base of a corporation for a particu- 
lar taxation year is the product obtained when the tax 
payable under this Part by the corporation for its taxation 
year immediately preceding the particular year is multi- 
plied by the ratio that 365 is of the number of days in that 
preceding year, and 


(b) the second instalment base of a corporation for a par- 
ticular taxation year is the amount of the first instalment 
base of the corporation for its taxation year immediately 
preceding the particular year, 


but where a particular taxation year of a corporation that was 
formed as a result of an amalgamation or merger is its first 
taxation year ending after the amalgamation or merger, as the 
case may be, 


(c) its first instalment base for the particular year is the 
total of all amounts each of which is the product obtained 
when the tax payable under this Part by a corporation that 

entered into the amalgamation or merger, for its last taxa- 
tion year preceding the amalgamation or merger is multi- 
plied by the ratio that 365 is of the number of days in that 
year, and 


(d) its second instalment base for the particular year is 
the total of all amounts each of which is an amount equal 
to the first instalment base of a corporation that, entered 
into the amalgamation or merger, for its last taxation year 
preceding the amalgamation or merger. 


181.8 (1) Interest — Where, at any time after the day on or 
before which a corporation is required to pay the remainder 
of its tax payable under this Part for a taxation year, 


(a) the amount of its tax payable under this Part for. the 
year 


exceeds 


(b) the total of all amounts each of which is the amount 
paid at or before that time on account of its tax payable 
and applied as at that time by the Minister against the 
corporation’s liability for an amount payable under this 
Part for the year, 


the corporation shall pay to the Receiver General interest at a 
prescribed rate on the excess, computed for the period during 
which that excess is outstanding. 


(2) Idem — Where a corporation that is required by this Part 
to pay an instalment. of tax has failed to pay all or any part 
thereof on or before the day on or before which the instalment 
was required to be paid, it shall pay to the Receiver General, 
in addition to the interest payable under subsection (1), inter- 
est ata prescribed rate on the amount that it-failed to pay, 
computed from the day on or before which the amount was 
required to be paid to the earlier of the day of payment and 
the beginning of the period in respect of which the corpora- 
tion is required to pay interest thereon under that subsection. 


(3) Limitation on instalments — For the purposes of subsec- 
tion (2), where a corporation is required to pay an instalment 
of tax for a taxation year computed by reference to a method 
described in subsection 181.7(1), the corporation shall be 
deemed to have been liable to pay an instalment computed by 
reference to 


(a) its tax payable under this Part for the year, 
(b) its first instalment base for the year, or 


(c) its second instalment base for the year and its first 
instalment base for the year, 


whichever method gives rise to the least amount required to 
be. paid by the corporation on or before the days referred to in 
subparagraphs 181.7(1)(a)(1) to (iii). 
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181.9 Provisions applicable to Part — Sections 152, 158 
and 159, subsections 161(2.1), (2.2) and (11), sections 162 to 
167 and Division J of Part I are applicable to this Part with 
such modifications as the circumstances require. 


Para. 181.7(1)(b) substituted by 1994, c..7, Sch. II (1991, c. 49), s. 
151, applicable to taxation years ending after June 1989, except 
that, in its application to taxation years ending before 1991, an elec- 
tion referred to in the para. made by a corporation by notifying the 
Minister of National Revenue in writing before 1992 [1994, c. 7, 
Sch. VII (1993, c. 24), s. 159 provides that where such an election 
is made before December 11, 1993; the election shall be deemed to 
have been made before 1992] shall be deemed to have been made 
by the corporation in its return of income under Part I.3 for the taxa- 
tion ‘year to which the election relates. Para. 181.7(1)(b) formerly 
read: 


(b) the remainder of its tax payable under this Part for the 
year, on or before the day on or before which the corporation 
is, pursuant to paragraph 157(1)(b), required to pay the re- 
mainder of its tax payable under Part I for the year or would 
be so required if a remainder of that tax were payable. 


Pre-RSC History [Part 1.3]: Part 1.3 (ss. 181.1-181.9) added by 
1990, c. 39, s. 48, applicable (by subsec. 48(3), as amended by 
1991, c. 49, s. 257) to taxation years ending after June 1989, except 
that 


(a) in its application to the taxation year of a corporation com- 
mencing before July 1989, there may be deducted from the tax 
otherwise payable under Part I.3 by the corporation for the year 
an amount equal to that proportion of such tax that the number 
of days in the year that are before July 1989 is of the number of 
days in the year; 


(b) in its application to taxation years of a corporation com- 
mencing before 1990, subsec. 181.7(1) shall be read as follows: 


181.7 (1) Every corporation liable to pay tax under this 
Part for a taxation year shall pay to the Receiver General 
in respect of the year, 


(a) in the case of a taxation year ending before 1990, 
the tax. payable by it under this Part for the year on or 
before the later of January 15, 1990 and the day on 
or before which the corporation is, pursuant to para- 
graph 157(1)(b), required to pay the remainder of its 
tax payable under Part I for the year or would be so 
required if a remainder of that tax were payable, and 


(b) in the case of a taxation year ending after 1989, 
(i) either 


(A) on or before the last day of each month 
ending in the year and after 1989, an amount 
equal to the amount estimated by it to be its 
tax payable under this Part for the year di- 
vided by the number of months ending in the 
year and after 1989, 


(B) on or before the last day of each month 
ending in the year and after 1989, an amount 
equal to its first instalment base for the year 
divided by the number of months ending in 
the year and after 1989, or 


(C) on or before the last day of the first two 
months ending in the year and after 1989, an 
amount equal to its second instalment base 
for the year divided by the number of 
months ending in the year and after 1989, 
and on or before the last day of each of the 
following months in the year, an amount 
equal to the amount by which 


(I) its first instalment base for the year 
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exceeds 


(ID) (that proportion of its second instal- 
ment base for the year that 2 is of the 
number of months ending in the year 
and after 1989, 


divided by the number of such following 
months, and 


(ii) the remainder of its tax payable under this 
Part for the year, on the day on or before which 
the corporation is, pursuant to paragraph 
157(1)(b), required to pay the remainder of its 
tax payable under Part I for the year or would be 
so required if a remainder of that tax were paya- 
ble and clause 157(1)(b)(i)(A) were read as 
follows: 


“(A) the corporation carried on an. active 
business in Canada in the year or.in its im- 
mediately preceding taxation year, and,” 


(c) for the purposes of subsec. 181.7(2), the tax payable by a 
corporation under Part 1.3, 


(i) for a taxation year ending before July 1989 shall be 
deemed to be the amount that would be its tax payable 
under that Part for that year if that Part applied in respect of 
that year and its capital deduction under that Part for the 
year were its capital deduction under that Part for its first 
taxation year ending after June 1989, and 


(ii) for its first taxation year ending after June 1989 shall be 
deemed to be the product obtained when its tax payable 
under that Part for that year is multiplied by the ratio that 
the number of days in that year is of the number of days in 
that year ending after June 1989; and 
(d) in its application to taxation years of a corporation com- 
mencing before 1990, the reference in subsec. 181.8(3) to “‘sub- 
paragraphs 181.7(1)(a)(i) to (iii)” shall be read:as a reference to 
“clauses 181.7(1)(b)()(A) to (C)”. 


181.71 Provisions applicable — Crown corpo- 
rations — Section 27 applies to this Part with any 
modifications that the circumstances require. 


History; S, 181.71 added by 1998, c. 19, s. 199, applicable to taxa- 
tion years that end after June 1989, 


Part Il— Tobacco 
Manufacturers’ Surtax 


182. (1) Surtax — Every corporation shall pay a tax 
under this Part for each taxation year equal to 40% 
of that proportion of the corporation’s Part I tax on 
tobacco manufacturing profits for the year that 


(a) the number of days in the year that are after 
February 8, 1994 and before February 9, 2000 


is of 
(b) the number of days in the year. 
Related Provisions: 183 — Return and payment of tax. 


History: Para. 182(1)(a) amended by 1997, c. 26, s. 77, applicable 
to taxation years ending after February 8, 1997. Para. (a) formerly 
read: 


(a) the number of days in the year that are after February 8, 
1994 and before February 9, 1997 


(2) Definitions — In this Part, 


Income Tax Act 


“Part I tax on tobacco manufacturing profits” of 
a corporation fora taxation year means 21% of the 
amount determined by the formula 


Gruden 


where 


A. is the amount that would be the corporation’s Ca- 
nadian manufacturing and processing profits for 
the year, within the meaning assigned by subsec- 
tion 125.1(3), if the total of all amounts, each of 
which is the corporation’s loss for the year from 
an active business, other than tobacco manufac- 
turing, carried on by it in Canada, were equal to 
the lesser of 


(a) that total otherwise determined, and 


(b) the total of all amounts, each of which is 
the amount of the corporation’s income for 
the year from an active business, other than 
tobacco manufacturing, carried on by it in 
Canada. 


B is the corporation’s tobacco manufacturing capi- 
tal and labour cost for the year, 


C is the total of the corporation’s cost of manufac- 
turing and processing capital for the year and its 
cost of manufacturing and processing labour for 
the year, within the meanings assigned by regula- 
tions made for the purposes of section 125.1, and 

Deis 

(a) where the corporation is a Canadian-con- 
trolled private corporation throughout the 
year, the corporation’s business limit for the 
year as determined for the purpose of section 
125, and 
(b) in-any other case, nil; 
Related Provisions: 257 — Formula cannot calculate to less than 
Zero. 


Regulations: 5202, 5204 (cost of manufacturing and processing 
capital, cost of manufacturing and processing labour). 


“tobacco manufacturing” means any activity (other 
than farming) relating to the manufacture or process- 
ing in Canada of tobacco or tobacco products in or 
into any form that is, or would after any further ac- 
tivity become, suitable for smoking; 


“tobacco manufacturing capital and labour cost” 
of a corporation for a taxation year means the total of 
the amounts that would be the corporation’s cost of 
manufacturing and processing capital for the year 
and its cost of manufacturing and processing labour 
for the year, within the meanings assigned by regula- 
tions made for the purpose of section 125.1, if the 
manufacturing or processing referred to in the defini- 
tion “qualified activities” in those regulations were 
tobacco manufacturing. 

Regulations: 5202, 5204 (cost of manufacturing and processing 
capital, cost of manufacturing and processing labour). 


History: S. 182 added by 1994, c. 29; 5.16, applicable to taxation 
years ending after February 8, 1994. 
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Part II — Tobacco Manufacturers’ Surtax 


Definitions [s. 182]:. “active business’, “amount” — 248(1); 
“business. limit” — 125(2)+(5); “Canada” — 255;  ““Canadian-con- 
trolled private corporation” — 125(7), 248(1); “carried on in Can- 
ada” ++ 253; “corporation” — 248(1), Interpretation ‘Act 35(1); 
; “Part I tax on tobacco manufacturing prof- 
its’, —182(2); “taxation year” — 249; “tobacco manufacturing”, 
“tobacco manufacturing capital.and labour cost” — 182(2). 


183. (1) Return — Every corporation that is liable 
to pay tax under this Part for a taxation year shall file 
with the Minister a return for the year in prescribed 
form not later than the day on or before which the 
corporation is required by section 150 to file its re- 
turn of income for the year under Part I. 


Related Provisions: 150(1)(a) — Deadline for Part I. return; 
150.1(5) — Electronic filing. 


Forms: T1123: Part Il tax return — tobacco manufacturers” surtax. 


(2) Payment — Every corporation shall pay to the 
Receiver General on or before the later of June 30, 
1994 and the last day of the second month after the 
end of each taxation year its tax payable under this 
Part for the year. i 


(3) Provisions applicable — Subsections 150(2) 
and (3), sections 151, 152, 158 and 159, subsections 
161(1) and (11), sections 162 to 167. and Division J 
of Part I apply to this Part with such modifications as 
the circumstances require. 


History: S. 183 added by 1994, c. 29, s. 16, applicable to taxation 
years' ending after February 8; 1994. 


Definitions [s. 183]: “corporation” — 248(1), Interpretation Act 
35(1); “Minister”, “prescribed” — 248(1); “taxation year” — 249. 


Pre-RSC History [former Part Il]: Former Part II (ss. 181, 182) 
repealed by 1986, c. 55, s. 68, applicable with respect to taxes paya- 
ble for taxation: years commencing after 1986. Part II had read: 


Part Il— Tax on Corporation 
Paying Dividend out of Small 
Business Income 


181. (1) Tax imposed — Every corporation shall on or 
before the last-day of the third month after the end of each 
taxation year pay a tax under this Part for that taxation year 
equal to the lesser of 


(a) 12'2% of the aggregate of taxable dividends paid by 
the corporation in the year and before 1987 and at a time 
when the corporation was not exempt from tax under Part 
I, other than taxable dividends paid in respect of a small 
business development bond to a person with whom the 
corporation was dealing at arm’s length, and 


(b) % of the corporation’s preferred-earnings amount at 
the end of the year. 


(2) “Preferred-earnings amount’ — In this Part, “preferred- 
earnings amount” of a corporation at the end of any taxation 
year means the amount, if any, by which the aggregate of 


(a) the corporation’s preferred-earnings amount, if any, at 
the end of the immediately preceding taxation year, and 


(b) where subsection 125(1) applies to the corporation in 
respect of the year and the corporation is. not exempt 
from tax under Part I at any time in the year, */4 of the 
least of the amounts determined under paragraphs 
125(1)(a) to (c) in respect of the corporation for the year 
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exceeds the aggregate of 


(c) the aggregate of taxable dividends paid by the corpo- 
ration in the immediately preceding taxation year and the 
tax payable by the corporation under this Part pursuant to 
subsection (1) for the immediately preceding taxation 
year, to the extent that such aggregate does not exceed 
the corporation’s preferred-earnings amount at the end of 
that year, 


(d) 9 times the amount of the tax paid. by the corporation 
for the year pursuant to subsection (4), and 


(e) where subsection 190(1) applies to the corporation at 
any particular time in the year, */4 of the amount of the 

. corporation’s preferred-rate amount (within the meaning 
assigned by paragraph 190(2)(b)). at. that: time. 


(3) Taxation years before 1983 — The preferred-earnings 
amount of a corporation at the end of taxation years com- 
mencing before 1983 shall. be deemed to be nil. 


(4) Amalgamation and winding-up — Where there has 
been an amalgamation or merger of two or more corporations 
or a winding-up (within the meaning assigned by subsection 
88(1)) of a subsidiary and the tax under this Part that would 
have been payable as a consequence of, 


(a) in the case of an amalgamation or merger, the distri- 
bution of all the property of the predecessor corporations 
to their shareholders immediately before the amalgama- 
tion or merger, or 


(b) in the case of a winding-up, the distribution of all the 
property of the parent and the subsidiary to their share- 
holders immediately before the winding-up, 


exceeds the tax under this Part that would have been payable 
by the amalgamated or merged corporation, or the parent, as 
the case may be, as a consequence of the distribution of all of 
its property immediately after the amalgamation, merger or 
winding-up, the amalgamated or merged corporation or the 
parent, as the case may be, shall, on or before the last day of 
the third month after the end of its first taxation year ending 
after the amalgamation, merger or winding-up, pay a tax 
under this Part equal to such excess. 


(5) Payment of tax — Where a taxpayer has 


(a) received’ an amount in a taxation year from a 
corporation 


(i) as consideration for the disposition of any shares 
‘of the capital stock of a corporation to a person with 
whom the taxpayer was not dealing at arm’s length, 


(ii) as a taxable dividend, other than a taxable divi- 
dend paid out of retained earnings of the corporation 
except its retained earnings attributable 


(A) to any other corporation, or 


(B) to the disposition of any of its property, 
other than a disposition in the ordinary course of 
its business, to a person with whom the corpora- 
tion was not dealing at arm’s length, or 


(iii) as a loan, or 
(b) become indebted in a taxation year to a corporation 


and the amount was received or the indebtedness was in- 
curred as part of a transaction effected or to be effected after 
November 12, 1981 or as part of a series of transactions each 
of which: was or is to be effected after that day and it may 
reasonably be considered that one of the main. purposes 
thereof was to avoid the tax that might otherwise have been 
or become payable under this Part by reason of a distribution 
of property of any particular corporation, the particular corpo- 
ration shall, on or before the last day of the third month after 
the end of the year, pay a tax under this Part for the taxation 
year of the particular corporation in which the amount was 
received or the indebtedness was incurred by the taxpayer 
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equal to the amount of the tax that is or may be avoided by 
reason of the transaction or series of transactions. 


(6) Application — Subsection (5) does not apply with respect 
to any loan or indebtedness where at the time the loan was 
made or the indebtedness was incurred bona. fide arrange- 
ments were made for the repayment thereof within a reasona- 
ble time or where subsection 15(2) was applicable with re- 
spect to the loan or the indebtedness. 


182. (1) Filing of return and payment of tax — Every cor- 
poration that is liable to pay tax under this Part for a taxation 
year shall, on or before the day on or before which it is re- 
quired. to file its return of income under Part I for the year, 
file with the Minister a return for the year under this Part in 
prescribed form. 


(2) Interest — Where a corporation is liable to pay tax under 
this Part and has’ failed to pay all or any part thereof on or 
before the day on or before which the tax was required to be 
paid, it shall pay to the Receiver General interest at the pre- 
scribed rate on the amount that it failed to pay computed from 
the day on or before which the tax was required to be paid to 
the day of payment. 


(3) Provisions applicable to Part — Sections 151, 152,158 
and 159, subsections 161(7) and (11), sections 162 to 167 and 
Division J of Part I are applicable to this Part with such modi- 
fications as the circumstances require. 


Former para. 181(1)(a) amended by 1986, c. 55, 's. 67, to substitute 
“in the year and before 1987” for “in the year”. 


Former subsec. 182(3) substituted by 1986, c. 6, s. 94, to add refer- 
ence to subsection 161(11). 


Former para. 181(2)(b) amended by 1985, c. 45, s. 97, to substitute 
“where subsection 125(1) applies to the corporation in respect of the 
year and the corporation is not exempt” for “where the corporation 
is not exempt’, applicable to taxation years commencing after 1982, 
except that in its application to the 1983 and 1984 taxation years, 
the reference to “(c)” shall be read as a reference to a CoD 


Former subsecs. 182(2), (3) substituted by 1985, c. 45, subsec. 
98(1), subsec. 182(3), applicable with respect to subsequent taxation 
years referred to in subsec. 161(7) ending after May 9, 1985. Sub- 
secs. 182(2), (3) formerly read: ees: 


(2) Interest — Where a corporation is liable to pay tax under 
this Part and has failed to pay all or any part thereof on the 
day on or before which it was required to pay the tax, it shall, 
on payment of the amount in default, pay interest at the pre- 
scribed rate from the day on or before which it was required 
to make the payment to the day of payment. 


(3) Provisions applicable — Sections 151, 152, 158, 159 
and 162 to 167 and Division J of Part I are applicable, with 
such modifications as the circumstances require, to this Part. 


Former para. 181(2)(b) substituted by 1984, c. 45, s. 76, to substi- 
tute the reference to para. 125(c) for (d), applicable to 1985 et seg. 


Former Part II added by 1980-81-82-83, c. 140, s. 109, applicable 
after November 12, 1981, except that no return for a taxation year 
under Part II is required to be filed, and no tax under Part II is paya- 
ble before the day that is 30 days after March 30, 1983. 


History of Pre-1978 Part Il: The headings preceding s. 181 
repealed by 1977-78, c. 1, s. 80, applicable after’ December Sil 
1977. Those headings had read: 


Part Il— Tax on Redemption or 
Acquisition by Corporation of 
Capital Stock Thereof 


S. 181 repealed by 1977-78: c. 1, s. 81. applicable in respect of 
purchases of shares after March 31, 1977. S. 181 formerly read: 


181. (1) Tax on excess of purchase price paid — Where a 
corporation has, at any time in a taxation year and after 1971, 
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purchased any of its shares in the open market in the manner 
in which shares would normally be purchased by any member 
of the public in the open market-and the purchase is not an 
acquisition to which section 182 applies, the corporation. 
shall, on or before the day om or before which it is required to 
file its return of income under Part I for the year, pay a tax 
under this Part of 25% on the amount, if any, by which the 
purchase price paid by the corporation for the shares exceeds 
the lesser of 

(a) the paid-up capital in respect thereof immediately 

before the purchase, and 


(b) the paid-up capital limit of the corporation immedi- 
ately before the purchase. ; 


(2) Definitions — In subsection (1) “paid-up capital limit” of 
a corporation and “paid-up capital” in respect of any share 
have: the meanings assigned by subsection 89(1). 


Ss. 182, 183 repealed by 1977-78, c. 1, subsec. 82(1), applicable in 
respect of acquisitions or redemptions of shares after December 31, 
1977. Ss. 182, 183 formerly read: 


182. (1) Tax on premium paid on redemption or acquisi- 
tion — Where a corporation, other than a non-resident-owned 
investment corporation, has in a taxation year redeemed or 
acquired any of its shares, other than’ a common share, at a 
premium, the corporation shall, on or before the day on or 
before which it is required to file its return of income under 
Part I for the taxation year in which the share was redeemed 
or acquired, 


(a) in the case of any such redemption or acquisition 
where 


(i) the share was issued on or before February 19, 
1953, and 


(ii) the maximum amount payable by the corporation , 
in respect of the redemption or acquisition of the 
share was fixed, by or in accordance with the law 
under which the corporation was incorporated, on or 
before February 19, 1953, and has not been increased 
since that date, 


pay a tax. under this Part of 20% on the amount of. the 
premium on the share; and 


(b) in the case of any such redemption or acquisition, 
other than a redemption or acquisition to which para- 
graph (a) applies, where 


(i) the share was issued on or before June 18, 1971, 
and 


(ii) the maximum amount payable by: the corporation 
in respect of the redemption or acquisition of the 
share was fixed, by or in accordance with the law 
under which the corporation was incorporated, on or 
‘before June 18, 1971 and has not been increased 
since that date, 


pay a tax under this Part on the amount of the premium 
on the share equal to 


(iti) 20% thereof, if the amount of the premium on 
the share was not more than 10% of the amount re- 
ferred to in paragraph (2)(a) or (b), as the case may 
be, and 


(iv) 30% thereof, if the amount of the premium on 
the share was more than 10% of the amount referred 
to in paragraph (2)(a) or (b), as the case may be. 


(2) When share deemed redeemed at premium — For 
the purpose of this section, a share has been redeemed or ac- 
quired at apremium if the amount payable’ by the corporation 
in respect of the redemption or acquisition exceeds the paid- 
up capital in respect of the share immediately before the re- 
demption or acquisition and the premium is the amount of the 
excess. 
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183. (1) Information return — Every corporation that has in 
a taxation year 


(a) purchased any of its shares in the open market in the 
manner described in subsection 181(1), or - 


(b) redeemed or acquired any of its shares, other. than a 
common share, 


shall, on or before the day on or before which it is required to 
file its return of income under Part I for the year, file a return 
of the transaction in prescribed form. 


(2) Interest — Where a corporation is liable to pay tax under 
this Part and has failed to pay all or any part thereof on the 
day on or before which it was required to pay the tax, it shall, 
on payment of the amount in default, pay interest at a pre- 
scribed rate per annum from the day on or before which. it 
was required to make the payment to the day of payment. 


(3) Provisions applicable to this Part — Section 152, sec- 
tions 162 to 167 and Division J of Part I are applicable muta- 
tis mutandis to this Part. 


Subsec. 182(2) substituted by 1974-75-76, c. 26, s. 109, applicable 
in respect of acquisitions or redemptions of shares after May 6, 
1974. Subsec. 182(2) formerly read: 


(2) For the purpose of this section, a share has been redeemed 
or acquired at a premium if the amount payable by the corpo- 
ration in respect of the redemption or acquisition exceeds 


(a) the par value of the share, if it had a par value, or 


(b) if the share had no par value, that proportion of the 
paid-up capital of the corporation, immediately prior to 
the redemption or acquisition of the share, with respect to 
the class of shares to which the share belongs that one is 
of the number of issued shares of the class immediately 
prior to the redemption or acquisition of the share, 


and the premium is the amount of the excess. 


Application — Former Part Il: 1977-78. c. 1. subsec. 82(3) pro- 


vides that in respect of acquisitions or redemptions of shares after | 


May 6,, 1974, subparas. 182(1)(b)(@ii) and (Gv) shall be read as 
follows: 
(ii) 20% thereof, if the amount of the premium on the share 
was not more than 10% of the paid-up capital in respect of 
the share, and 
(iv) 30% thereof, if the amount of the premium on the share 
was more than 10% of the Leal up capital m respect of the 
share. 


1977-78, c. 1, subsec. 82(4) provides that after March 31, 1977 and 
before 1978, subsec. 183(1) shall be read as follows: 


183. (1) Every corporation that has in a taxation year re- 
deemed or acquired any of its shares, other than a common 
share, at a premium, shall on or before the day on or before 
which it is required to file its return of income under Part I for 
the year, file a return of the transaction in prescribed form. 


Part ll.1 — Tax on Corporate 
Distributions 


183.1 (1) Application of Part — This Part applies 
to a corporation (other than a mutual fund corpora- 
tion) for a taxation year in which the corporation, at 
any time in the year, 

(a) was a public corporation; or 


(b) was resident in Canada and had a class of 
shares outstanding that were purchased and sold 
in the manner in which such shares normally are 


S. 183.1(5) 


purchased and sold by any member of the public 
in the open market. 


(2) Tax payable — Where, as a part of a transac- 
tion or series of transactions or events, 


(a) a corporation, or any person with whom the 
corporation was not dealing at arm’s length, has, 
at any time, paid an amount, directly or indi- 
rectly, to any person as proceeds of a BES: of 
any property, and 

(b) all or any portion of the amount may reasona- 
bly be considered, having regard to all the cir- 
cumstances, to have been paid as a substitute for 
dividends that would otherwise have been paid in 
the normal course by the corporation, 


_ the corporation shall, on or before the day on or 
_ before which it is required to file its return of income 
under Part I for its taxation year that includes that 
_ time, pay a tax of 45% of that amount or portion 


thereof, as the case may be. 
Related Provisions: 248(10) — Series of transactions. 


_ (3) Stock dividend — Where, as a part of a trans- 
_ action or series of transactions or events, 


(a) a share was issued by a corporation as a stock 
dividend and the amount of the stock dividend 
was less than the fair market value of the share at 
the time that it was issued, and 


(b) the share or any other share of the capital 
stock of the corporation was purchased, directly 
or indirectly, by the corporation, or by a person 
with whom the corporation was not dealing at 
arm’s length, for an amount in excess of its paid- 
up capital, 


| that excess shall, for the purposes of subsection (2), 


be deemed to have been paid as a substitute for divi- 
dends that would otherwise have been paid in the 
normal course by the corporation. 


(4) Purchase of shares — Where, as a part of a 


_ transaction or series of transactions or events, 


(a) a share of the capital stock of a corporation 
was purchased, directly or indirectly, by the cor- 
poration, or any person with whom the corpora- 
tion was not dealing at arm’s length, and 


(b) any portion of the amount paid for the share 
may reasonably be considered, having regard to 
all the circumstances, as consideration for a divi- 
dend that had been declared, but not yet paid, on 
the share, 


that portion of the amount shall, for the purposes of 


_ subsection (2), be deemed to have been paid as a 
_ substitute for dividends that would otherwise have 


been paid in the normal course by the corporation 


_ notwithstanding that the dividend was actually paid 


thereafter. 


(5) Indirect payment — Where, as a part of a 


_ transaction or series of transactions or events, a per- 
_ son received a payment from a corporation, or from 
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any person with whom the corporation was not deal- 
ing at arm’s length, in consideration, in whole or in 
part, for paying an amount to any other person as 
proceeds of disposition of any property, the corpora- 
tion shall, for the purposes of subsection (2), be 
deemed to have paid the amount indirectly to the 
other person. 


(6) Where subsec. (2) does not apply — Sub- 
section (2) does not apply if none of the purposes of 
the transaction or series of transactions or events re- 
ferred to therein may reasonably be considered, hav- 
ing regard to all the circumstances, to have been to 
enable shareholders of a corporation who are indi- 
viduals or non-resident. persons to receive an 
amount, directly or indirectly, as proceeds of dispo- 
sition of property rather than’as a dividend on a share 
that was of a class that was listed on a stock ex: 
change or that was purchased and sold in the manner 


in which shares are normally purchased and sold by 


any member of the public in the open market.’ 


(7) Where subsec. 110.6(8) does not apply it 


Where this section has been applied in respect of an 
amount, subsection 110.6(8) does not apply to the 
capital gain in respect of which the amount formed 
all or a part of the proceeds of disposition. 


Pre-RSC History: S. 183.1 substituted by 1988; ¢2 55, s. 149, 
applicable with respect to transactions entered into on or after Sep- 
tember 13, 1988, other than transactions that are part of a series of 
transactions, determined without reference to subsec. 248(10) com- 
mencing before Sapalen 13, 1988 and fae dir: pore 1989. S. 
183.1 formerly read: 


183.1 (1) Tax payable — Where, as part of a transaction or 
series of transactions or events, shares of the capital stock of 
a corporation (other than a mutual fund corporation as: de- 
fined in subsection 131(8)) resident in, Canada (in this section 
referred to as the “acquiring corporation”) have, in a taxation 
year of the acquiring corporation, been acquired by the corpo- 
ration or any other person or a partnership and 


(a) subsection 84(2) or (3) was not applicable a in respect 
of the acquisition of the shares, 


(b) the consideration for the acquisition of the shares éx- 
ceeded the paid-up capital of the shares immediately 
before the acquisition, and 


(c) one of the main purposes of the transaction. or series 
of transactions or events can reasonably. be considered to 
have been to enable shareholders of the acquiring corpo- 
ration who are individuals to realize, either directly or in- 
directly, a distribution of corporate surplus by the acquir- 
ing corporation as proceeds of disposition of .a.share, 


the acquiring corporation shall, on or before the day: on or 
before which it is required to file its return of income under 
Part I for its taxation year in which the shares were acquired, 
pay a tax of 50% of the amount by which the consideration 
for the acquisition of the shares exceeded their paid-up capital 
immediately before the acquisition. 


(2) Idem — For the purposes’ of subsection (1), 


(a) where a person or partnership has acquired property 
that can reasonably be considered to have been substi- 
tuted for a share of the capital stock of a corporation, the 
person or partnership shall be deemed to have acquired 
the share for which the property was substituted for con- 
sideration equal to the purchase price of the property; and 
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(b) a distribution of corporate surplus by an acquiring 
corporation shall be deemed to have occurred where the 
consideration for the acquisition of a share is provided or 
is to be provided, directly. or indirectly in any manner 
whatever, by the acquiring corporation and that consider- 
ation exceeded the paid-up capital of the share immedi- 
ately before the acquisition. 


(3) Non-application of subsection (1) — Subsection (1) 
does not apply with respect to an acquisition, at any time, of a 
share of the capital stock of an acquiring corporation as a part 
of a series of transactions or events to the extent that the sub- 
section has been applied with respect to any acquisition, 
before that time, of that share as part of the series. 


(4) Restrictions — For greater certainty, subsection (1) does 
not apply with respect to an acquisition of a share of the capi- 
tal stock of an acquiring corporation where the acquisition 
was part of a series of transactions or events the principal pur- 
pose of which was to effect 


(a) an acquisition of control of the acquiring corporation 
or a predecessor corporation (within the meaning as- 
signed by section 87) of the acquiring corporation, as the 
case may be, by one or more persons or partnerships 
(which persons or partnerships are referred to in this par- 
agraph as the purchaser’ *) unless the purchaser was not 
dealing at arm’s length with the person or partnership 
that controlled or all of the persons or partnerships that 
were part of a group that controlled the acquiring corpo- 
ration or the predecessor corporation, as the case may be, 
immediately before the commencement of the series; 


(b) the acquisition of all of the shares of the acquiring 
corporation owned by a person or partnership that was 
dealing at arm’s length with the acquiring corporation in 
order to increase the degree of control of the acquiring 
corporation or a predecessor corporation (within the 
meaning assigned by section 87) of the acquiring corpo- 
ration, as the case may be, by those shareholders that 
controlled the acquiring corporation or the predecessor 
corporation, as the case may be, immediately before the 
commencement of the series; or 


(c) the acquisition of a prescribed share of the capital 
stock of the acquiring corporation owned by an employee 
of the acquiring corporation or a corporation with which 
it did not deal at arm’s length where the employee was 
dealing at arm’s length with each such corporation imme- 
diately before the commencement of the series, and 


(i) the consideration for the acquisition of the share 
did not exceed the lesser of the cost or adjusted cost 
base of the share to the employee immediately before 
the acquisition and the acquisition of the share was 
provided for in an employee share purchase agree- 
ment, under which the employee acquired the share, 
in order to protect the employee gies: ae loss:in 
respect of the share, or 


(i1) the consideration for the acquisition of the share 
did not exceed its fair market value, immediately 
"before the acquisition, and the acquisition of the 

share was provided for in an employee share 

purchase agreement, under which the employee ac- 
quired the share, in order to provide a market for the 
share. 


(5) Amalgamation — Where an acquiring corporation has 
been formed as a result of an amalgamation (within the mean- 
ing assigned by section 87) of two or more predecessor 
corporations, 


(a) for the purposes of paragraph (4)(a), where the one or 
more persons or partnerships that controlled or were part 
of a group that controlled the acquiring corporation im- 
mediately after the amalgamation did not control a prede- 
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cessor corporation immediately before the amalgamation, 
that person or partnership or group of persons or partner- 
ships that controlled the acquiring corporation immedi- 
ately after the amalgamation shall be deemed to have ac- 
quired control of that predecessor corporation; and 


(b) for the purposes of paragraph (4)(b), where the share- 
holders that controlled the acquiring corporation immedi- 
ately after the amalgamation controlled a predecessor 
corporation immediately before the amalgamation and 
their degree of control of the acquiring corporation im- 
mediately after the amalgamation exceeded their degree 
of control of the predecessor corporation immediately 
before the amalgamation, those shareholders shall be 
deemed to have increased their degree of control of the 
predecessor corporation, 


(6) Prevailing provisions — Subsection (1) does not apply 
to-an acquisition of a share of the capital stock of an acquir- 
ing corporation to the extent that.subsection 84(8) or section 
84.1 or 212.1 applied or subsection 110.6(8), 245(1.1) or 
247(1) has been applied in respect of the acquisition or the © 
transaction or series of transactions or events of which the 
acquisition was a part. 
Definitions [s. 183.1]: “adjusted cost base” — 54, 248(1); 
“amount” — 248(1); “arm’s length” — 251(1); “Canada” — 255; 
“capital gain” — 39(1)(a), 248(1); “class of shares” — 248(6); “cor- 
poration” — 248(1), Interpretation Act 35(1); “dividend”, “em- 
ployee”, “individual” — 248(1); “mutual:fund corporation” — 
131(8), 248(1); “non-resident” — 248(1); “paid-up capital” — 
89(1), 248(1); “person”, “prescribed”, “property” — 248(1); “public 
corporation” — 89(1), 248(1); “resident in Canada” — 250; “series 
of transactions or events” — 248(10); “share”, “shareholder” — 
248(1); “substituted property” — 248(5); “taxation year” — 249. 


183.2 (1) Return — Every corporation liable to pay 
tax under this Part for a taxation year shall, on or 
before the day on or before which it is required to 
file its return of income under Part I for the year, file 
with the Minister a return for the year under this Part 
in prescribed form. 


Related Provisions: 150.1(5) — Electronic filing. 


Forms: 12141: Part II.1 
distributions. : 


tax return —tax on corporate 


(2) Provisions applicable to Part — Subsections 
150(2) and (3), sections 152, 158 and 159, subsec- 
tions 160.1(1) and 161(1) and (11), sections 162 to 
167 and Division J of Part I are applicable to this 
Part with such modifications as the circumstances 
require. 

Definitions, [s.. 183.2]: “corporation” —248(1), Interpretation 
Act, 35(1); “Minister”, “prescribed” — 248(1); “taxation year” — 
249. 

Pre-RSC History [Part Il.1]: Part II.1 (ss. 183.1, 183.2) added by 
1987, c. 46, s. 57, applicable with respect to acquisitions of shares 
after November 27, 1986 other than shares acquired before 1987 
pursuant to a written commitment made before November 28, 1986, 
except that, with respect to shares acquired before 1987, the refer- 


ence in subsection 183.1(1) to “50%” shall be read as a reference to 
“333%”. 


Part Ill — Additional Tax on 
Excessive Elections 


184. (1) [Repealed under former Act] 


S. 184(2) 


Pre-RSC History: Subsec. 184(1) repealed by 1977-78, c. 1, sub- 
sec. 83(1), applicable with respect to dividends payable after De- 
cember 31, 1978 except that with respect to dividends payable after 
March 31, 1977 and before 1979, the subsec. shall be read as 
follows: 


184. (1) Where a corporation has elected in accordance with 
subsection 83(1) in respect of the full amount of any dividend 
payable by it on shares of any class of its capital stock and the 
full amount of the dividend exceeds the aggregate of the por- 
tion thereof deemed by that subsection to be payable out of its 
tax-paid undistributed surplus on hand and the portion thereof 
so deemed to be payable out of its 1971 capital surplus on 
hand, the corporation shall, at the time of the election, pay a 
tax‘ under this Part equal to 1/2 of the excess 


Subsec. 184(1) formerly read: 


184. (1) Tax on excess of dividend paid over portion 
payable out of tax-paid undistributed surplus or 1971 
capital surplus — Where a corporation has elected in accor- 
dance with subsection 83(1) in respect of the full amount of 
any dividend payable by it on shares of any class of its capital 
stock and the full amount of the dividend exceeds the aggre- 
gate of the portion thereof deemed by that. subsection to. be 
payable out of its tax-paid undistributed surplus on hand and 
the portion thereof so deemed to be payable out of its 1971 
capital surplus on hand, the corporation shall, at the time of 
the election, pay a tax:under this Part equal to the amount of 
the excess. 


(2) Tax on excessive elections — Where a cor- 
poration has elected in accordance with subsection 
83(2), 130.1(4) or 131(1) in respect of the full 
amount of any dividend payable by it on shares of 
any class of its capital stock and the full amount of 
the dividend exceeds the portion thereof deemed by 
that subsection to be a capital dividend or capital 
gains dividend, as the case may be, the corporation 
shall, at the time of the election, pay a tax under this 
Part equal to */4 of the excess. 


Related Provisions: 18(1)(t) — Tax is non-deductible. 


Pre-RSC History: Subsec. 184(2) substituted by 1986, c. 6, sub- 
sec. 95(1); applicable with respect to capital gains dividends paid 
after November 21, 1985 other than such dividends declared on or 
before that day, and with respect to life insurance capital dividends 
paid after May 23, 1985. Subsec, 184(2) formerly read: : 


(2) Tax on excess of capital dividend or capital gains 
dividend paid by corporation — Where a corporation has 
elected in accordance with subsection 83(2) or (2.1), 130.1(4) 
or 131(1) in respect of the full amount of any dividend paya- 
ble by it.on shares of any class of its capital stock and the full 
amount of the dividend exceeds the portion thereof deemed 
by that subsection to be a capital dividend, a life insurance 
capital dividend or a capital gains dividend, as the case may 
be, the corporation shall, at the time of the election, pay a tax 
under this Part equal to 


(a) where the corporation has elected in accordance with 
subsection 83(2) or (2.1) or 130.1(4), %/ of the excess, 
and 
(b) where the corporation has elected in accordance with 
subsection, 131(1), 3 of the excess. 
Subsec. 184(2) substituted by 1980-81-82-83, c. 140, subsec. 
110(1). 
Para, 184(2)(a) substituted by 1977-78, c, I, subsec. 83(2), applica- 
ble with respect to dividends payable after March 31, 1977, to sub- 
stitute ‘°/4” for “the amount”. 
Subsec. 184(2) substituted by 1973-74, c. 49, subsec. 18(3), to add 
reference to subsec. 130.1(4) and para. (b). 
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Interpretation Bulletins: IT-66R6: Capital dividends: 


(2.1) Reduction of excess — Notwithstanding 
subsection (2), where a corporation has elected in ac- 
cordance with subsection 83(2) in respect of the full 
amount of a dividend that became payable by it at a 
particular time in its 1988 taxation year and before 
June 18, 1987, the amount of the excess referred to 
in subsection (2) in respect of the dividend shall be 
deemed, for the purposes of subsection (2), to be the 
amount of the excess that would have been deter- 
mined under subsection (2) in respect of the dividend 
if the corporation’s taxation year had ended on De- 
cember 31, 1987. 


Pre-RSC History: Subsec, 184(2.1) added by 1988, G55, 150. 
Interpretation Bulletins: IT-66R6: Capital dividends. 


(3) Election to treat excess as separate divi- 
dend — Where, in respect of a dividend payable at 
a particular time after 1971, a corporation would, but 
for this subsection, be required to pay a tax under 
this Part equal to all or a portion of an excess re- 
ferred to in subsection (2) of this section or subsec- 
tion 184(1) of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952, it may elect in 
prescribed manner on.or before a day that is not later 
than 90 days after the day that is the later of Decem- 
ber 15, 1977 and the day of mailing of the notice of 
assessment in respect of the tax that would otherwise 
be payable under this Part, and on such an election 
being made, subject to subsection (4), the following 
rules apply: 


(a) the amount by which the full amount of the 
dividend exceeds the amount of the excess shall 
be deemed for the purposes of the election that 
the corporation made in respect of the. dividend 
under subsection 83(2), 130.1(4) or 131(1).of this 
Act.or subsection 83(1) of the Income Tax Act, 
chapter 148 of the Revised Statutes of Canada, 
1952, and for all other purposes of this Act to be 
the full amount of a separate dividend that be- 
came payable at the particular time; 


(b) such part of the excess as the corporation may 
claim shall, for the purposes of any election in re- 
spect thereof under subsection 83(2), 130.1(4) or 
131(1) of this Act or subsection 83(1) of the Jn- 
come Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, and, where the corporation 
has so elected, for all purposes of this Act, be 
deemed to be the full amount of a separate divi- 
dend that became payable immediately after the 
particular time; 


(c) the amount by which the excess exceeds any 
portion deemed by paragraph (b) to be a separate 
dividend for all purposes of this Act shall be 
deemed to be a separate dividend that is a taxable 
dividend that became payable at the particular 
time; and 


(d) each person who held any of the issued shares 
of the class of shares of the capital stock of the 


Income Tax Act 


corporation in respect of which the full amount of 
the dividend was paid shall be deemed + 


(i) not to have received any portion of the div- 
idend, and 


(ii) to have received at the time the dividend 

was paid the proportion of any separate divi- 

dend, determined under paragraph (a), (b) or 

(c), that the number of shares of that class 

held by the person at.the time the dividend 

was paid is of the. number of shares of that 

class outstanding at that time except that, for 

the purpose of Part XIII, a separate dividend 

that is a taxable dividend, a capital dividend 

or a life insurance capital dividend shall be 

deemed to have been paid on the day that the 

election in respect of this subsection is made. 

Related Provisions: 184(4) — Concurrence with election; 
220(3.2), Reg. 600(b) — Late filing of election or revocation. 


Regulations: 2106 (prescribed manner). 


1.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). ; 


Interpretation Bulletins: IT-66R6: Capital dividends. 


Information Circulars: 92-1: Guidelines for accepting late, 
amended or révoked elections. 


(3.1) Election to treat dividend as loan — 
Where a corporation has elected in accordance with 
subsection 83(1) of the Income Tax Act, chapter 148 
of the Revised Statutes of Canada, 1952, in respect 
of the full amount of any dividend that became paya- 
ble by it at a particular time after March 31, 1977 
and before 1979 andthe corporation made a reasona- 
ble attempt to correctly determine its tax-paid undis- 
tributed surplus on hand immediately before the par- 
ticular time and its 1971 capital surplus on “hand 
immediately before the particular time and all or any 
portion of the dividend 


(a) has given rise to a gain from the disposition of 
a share of the corporation by virtue of subsection 
40(3), or ) ; 

_ (b) is an excess referred to in subsection 184(1) 


of the Income Tax Act, chapter 148 of the Re- 
vised Statutes of Canada, 1952, 


if the corporation so elects under this subsection, 
(c) in any case referred to in paragraph (a), not 
later than December 31, 1982 or such earlier day 
as is 90 days after the latest of 


(i) February 26, 1981, 
(i1) the day on which a notice of assessment or 
reassessment is mailed to a shareholder of the 
corporation in respect of a gain referred to in 
paragraph (a), and 
(ili) such day as is agreed to by the Minister in 
writing, or 
(d) in any other case, not later than 90 days after 
the later of 


(i) February 26, 1981, and 
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(11) the day on which the Minister notifies the 
corporation by registered letter that-it has, an 
excess referred to in subsection 184(1) of the 
Income Tax Act, chapter 148 of the Revised 
Statutes of Canada, 1952, in respect of Sek 
dividend, 


and the penalty referred to in subsection (5) in re- 
spect of the election is paid by the corporation at the 
time the election is made, the following rules apply: 


(e) the whole dividend or such portion of it as the 
corporation may claim shall, for the purposes of 
this Act, be deemed not to be a dividend but to be 
a loan made at the particular time by the corpora- 
tion to the persons who received all or any por- 
tion of the dividend if the full amount of the loan 
is repaid to the corporation before such date as is 
stipulated by the Minister and the corporation sat- 
isfies such terms and conditions as are specified 
by the Minister, and 


(f) sections 15 and 80.4 do not apply to such a 
loan. 


Related Provisions: 248(7)(a) — Mail dgomed received on flay 
mailed. 


Selected Cases [subsec. 184(3.1)]: Special Risks, Holdings 
Inc. y. Canada, [1995] 1°C.T.C. 202 (FCA); [1994] 2 C.T.C. 274 
(FCTD) (No reasonable attempt to correctly determine surpluses). 


.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 952%: 


Interpretation Bulletins: IT-66R6: Capital dividends. 


(3.2) Idem — Where a corporation has elected in 
accordance with subsection 83(2) in respect. of :the 
full amount of any dividend that became payable by 
it at.a particular time after December 3, 1985 and 
before 1986 and the corporation made a reasonable 
attempt to correctly determine its capital dividend 
account immediately before the particular time and 


all’ or any portion of the dividend is an excess re- 


ferred to in subsection (2), if — 


(a) the corporation so elects under this subsection — 


not later than 90 days after the later of © 
(1) December 19, 1986, and 


(ii) the day on which the Minister notifies. the 
corporation by registered letter that it has an 
excess referred to in subsection. (2) in respect 
of the dividend, and 


(b) the penalty referred to in subsection (5) i in re- 
spect of the election is paid by the corporation at 
the time the election under this subsection is 
made, 


the following rules apply: 


(c) the whole dividend or such portion of it as the | 


corporation may claim shall, for the purposes of 
this Act, be deemed not to be a dividend but to be 
a loan made at the particular time by the corpora- 


tion to the persons who received all or any por- | 


tion of the dividend if the full amount of the loan 
is repaid to the corporation before such date‘as is 
stipulated by the Minister and the corporation sat- 


S. 184 


isfies such terms and conditions as are specified 
by the Minister, and 


(d) sections 15 and 80.4 do not apply to such a 
loan. 


Related Provisions: 248(7)(a) — Mail deemed received on day 
mailed. 


Interpretation Bulletins: IT-66R6: Capital dividends. 


(4) Concurrence with election —:An election 
under subsection (3) is not yalid unless 


(a) it is made with the concurrence of the corpo- 
ration and all its shareholders 


(i):who received or were entitled to receive all 

“or any portion of the dividend in respect of 
which a tax would, but for subsection (3), be 
payable under this Part, and 


(11) whose addresses were known to the corpo- 
ration; and 


(b) either 


(i) it is made on or before the day that is 30 
months after the day on which the dividend 
became payable, or — 


(ii) each shareholder described in subpara- 
graph (a)(i) concurs ‘with the election, in 

. which case, notwithstanding subsections 
152(4) to (5), such assessment of the tax, in- 
terest and. penalties payable by each such 
shareholder for any taxation year may be 
made as is necessary to take the corporation’s 
election into account. 


Related Provisions: 185 — Assessment of tax. 


(5) Penalty — The penalty in respect of an election 
under subsection (3.1) or (3.2) in relation to a partic- 
ular dividend is an amount equal to the product ob- 
tained when $500 is multiplied by the proportion that 
the number of months of parts of months during the 
period commencing on the day the’ dividend became 
payable’and ending on the day on which that ‘election 
was made 1s of 12. 


Related Provisions: 18(1)(t)— Penalty is non-deductible; 
220(3:1) — Waiver of penalty by Revenue Canada. 


History: Subsec. 184(4) substituted by 1994, c. 7; Sch. I (1991, c. 
49), s. 152, applicable to elections made after July 13, 1990, Subsec. 
184(4) formerly read: 


(4) Concurrence with election — An election under, subsec- 
tion (3), (3.1) or (3.2) is not valid unless it is made with the 
concurrence of the corporation and all the shareholders who 

~ received or were entitled to receive all or any portion of the 
dividend in respect of which a tax would, but for subsection 
(3), (3.1) or (3.2), be payable under this Part or under Part I 
and whose addresses were known to the corporation. 


Pre-RSC. History: Subsec. 184(3.2) added, subsec. 184(4) 
amended to substitute “subsection (3), (3.1) or (3.2)” for “subsec- 
tion (3) or (3.1)” (in two places), and subsec. 184(5) amended to 
substitute “subsection (3.1). or (3.2)” for “subsection (3.1)”, b 

1986, c. 55, s. 69. 


Paras. 184(3)(a), (b) substituted by 1986, c. 6, subsec. 95(2), to de- 
lete, from each, reference to subsection 83(2.1), applicable with re- 
spect to dividends paid after May 23, 1985. 
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Para. 184(3)(b) substituted by 1984, c. 1)°s. 91; applicable after 
March 29, 1983, to add the reference to subsec; 83(2). 


Paras. 184(3)(a),.(b), subpara. 184(3)(d)(ii) substituted by 1980-8 1- 
82-83, c. 140, subsecs. 110(2), (3). 


Para. 184(3)(d), subsec. 184(4) substituted, subsecs. 184(3.1), (5) | 
added by 1980-81-82-83, c. 48, subsecs. 91(1), (2); para. 184(3)(d) _ 


applicable for the purpose of determining the amount on which a 
corporation may make an election under subsections 83(2), 130.1(4) 
and 131(1) at any time after December 11, 1979. Para. 184(3)(d), 
subsec. 184(4) formerly read: 4 


(d) each person who held any of the issued shares of the 
class of shares of the capital stock of the corporation in 
respect of which the full amount. of the dividend was 
paid, shall be deemed to have received at the time the 
dividend was paid the proportion of any separate divi- 
dend determined under paragraph (a), (b) or (c), that the 
number of shares of that class held by him at the time the 
dividend was paid is of the number of shares of that class 
outstanding at that time except that for the purpose of 
Part XIII, a separate dividend that is a taxable dividend or 
a capital dividend shall be deemed to. have been paid on 
the day that the election in respect of this subsection is 
made. . 


(4) Idem — An election under subsection (3) is not valid un- 
less it is made with the concurrence of the corporation and all 
the shareholders who received or were entitled to receive all 
or any portion of the dividend in respect of which a tax 
would, but for that subsection, be payable under this Part and 
whose addresses were known to the corporation. 


Subsecs. 184(3), (4) added by 1977-78, c. 1, subsec. 83(3); applica- 
ble with respect to dividends that became payable after-1971. 

Definitions [s. 184]: “amount”, “assessment” — 248(1)! “capital 
dividend” — 83(2), 248(1);. “class of shares” — 248(6); “corpora- 
tion” — 248(1), Interpretation Act 35(1); “dividend”, “life insur- 


ance capital dividend”, “Minister”, “person”, “prescribed”, “share”, 


“shareholder” — 248(1); “taxable dividend” — 89(1), 248(1); “tax- 
ation year” — 249; “writing” —- Interpretation Act 35(1). ” 


Interpretation Bulletins: IT-66R6: Capital dividends. 


185. (1) Assessment of tax — The Minister shall, 
with all due dispatch, examine each election made 
by a corporation in accordance with subsection 
83(2), 130.1(4) or 131(1), assess the tax, if any, pay- 
able under this Part in respect of the election and 
send a notice of assessment to the corporation. 


Related Provisions: 184 —Tax on excessive election; 
227(14) — No application to corvoration exempt under s. 149. 


(2) Payment of tax and interest — Where an 
election has been made by a corporation in accor- 
dance with subsection 83(2), 130.1(4) or 131(1) and 
the Minister mails a notice of assessment under this 
Part in respect of the election, that part of the amount 
assessed then remaining unpaid and interest thereon 
at the prescribed rate computed from the day of the 
election to the day of payment is payable forthwith 
by the corporation to the Receiver General. 

Related Provisions: 221.1 — Application of interest where legis- 


lation retroactive; 248(7) — Mail deemed received on day mailed; 
248(11) — Interest compounded daily. 


Regulations: 4301(a) (prescribed rate of interest). 
(3) Provisions applicable to Part — Subsections 


152(3), (4), (5), (7) and (8) and 161(11), sections 
163 to 167 and Division J of Part I are applicable to 


~ Income Tax Act 


this Part with such modifications as the circum- 
stances require. 


(4) Joint and several liability from excessive 
elections — Each person who has received a divi- 
dend from a corporation in respect of which the cor- 
poration elected under subsection 83(2), 130.1(4) or 
131(1) is jointly and severally liable with the corpo- 
ration to pay that proportion of the corporation’s tax 
payable under this Part because of the election that 


(a) the amount of the dividend received by the 
person 


is of | | 
(b) the full amount of the dividend in respect of 
which the election was made, 


but nothing in this subsection limits the liability of 
any person under any other provision of this Act. 


Related Provisions: 185(5) — Assessment: 185(6) — Rules 
applicable. 


History: Subsec. 185(4) added by 1994, c. 7, Sch. II (1991, c. 49), 
s. 153, applicable to dividends paid after July 13, 1990. 


(5) Assessment — The Minister may, at any time 
after the last day on which a corporation may make 
an election under subsection 184(3) in respect of a | 
dividend, assess a person in respect of any amount 
payable under subsection (4) in respect of the divi- 
dend, and the provisions of Division I of Part I ap- 
ply, with such modifications as the circumstances re- 
quire, to an assessment made under this subsection 
as though it were made under section 152. 


History: Subsec. 185(5) added by 1994, c. 7, Sch. II (1991, c. 49), 
$. 153, applicable to dividends paid after July 13, 1990. 


(6) Rules applicable — Where under subsection 
(4) a corporation and another person have become 
jointly and severally liable to pay part or all of the 
corporation’s tax payable under this Part in respect 
of a dividend described in subsection (4), 


(a) a payment at any time by the other person on 
account of the liability shall, to the extent of the 
payment, discharge the joint liability after that 
time; and | 


(b) a payment at any time by the corporation on 
account of its liability shall discharge the other 
person’s liability only to the extent of the amount 
determined by the formula 


C 
Ghpariobry 


where 
A is the total of 


(i) the amount of the corporation’s liabil- 
ity, immediately before that time, under 
this Part in respect of the full amount of 
the dividend, and 


(ii) the amount of the payment, 


B is the amount of the corporation’s liability, 
immediately before that time, under this Act, 
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C is the amount of the dividend received by the 
other person, and 


D is the full amount of the dividend. 


Related Provisions: 257 — Formula cannot calculate to less than 
zero. 


History: Subsec. 185(6) added by 1994, c. 7, Sch. II (1991, c. 49), 
s. 153, applicable to dividends paid after July 13, 1990. 


Pre-RSC History: Subsecs. 185(1) and (2) substituted by 1986, c. 
6, s. 96 to delete, from each, reference to subsection 83(2.1), appli- 
cable with respect to dividends paid after May 23, 1985. 


Subsec. 185(3) substituted by 1986, c. 6, subsec. 96(1), to.add refer- 
ence to subsection 161(11). 


Subsecs. 185(2), (3) substituted by 1985, c. 45, subsec. 99, applica- 
ble after 1984. Subsecs. 185(2), (3) formerly read: 


(2) Payment of tax and interest — Where an election has 
been made by a corporation in accordance with subsection 
83(2) or (2.1), 130.1(4) or 131(1), the corporation shall, 
within 30 days from the day of the mailing of the notice of 
assessment under this Part in respect of the election, pay to 
the Receiver General the portion of the assessed tax and pen- 
alties then remaining unpaid whether or not an objection to or 
appeal from the assessment is outstanding and shall, in addi- 
tion, pay interest on that portion at a prescribed rate per an- 
num from the day of the election until the day of payment 
whether or not it was paid within the period of 30 days. 


(3) Provisions applicable to this Part — Subsection 152(3), 
(4), (5) and (8), sections 163 to 167, and Division J of Part I 
are applicable mutatis mutandis to this Part. 


Subsecs. 185(1), (2) substituted by 1984, c. 1, s. 92. Subsecs. 
185(1), (2) formerly read: 


185. (1) Assessment of tax — The Minister shall, with all 
due dispatch, examine each election made by a corporation in 
accordance with subsection 83(2), 130.1(4) or 131(1), as the 
case may be, assess the tax payable under this Part, if any, in 
respect of the election, and send a notice of assessment to the 
corporation. 


(2) Payment. of tax and interest — Where an election has 
been made by a corporation in accordance with subsection 
83(2), 130.1(4) or 131(1), as the case may be, the corporation 
shall, within 30 days from the day of the mailing of the notice 
of assessment under this Part in respect of the election, pay to 
the Receiver General the portion of the assessed tax and pen- 
alties then remaining unpaid whether or not an objection to or 
appeal from the assessment is outstanding and shall, in addi- 
tion, pay interest on that portion at a prescribed rate per an- 
num from the day of the election until the day of payment 
whether or not it was paid within the period of 30 days. 


“Receiver General” substituted for “Receiver General of Canada” 
by 1980-81-82-83, c. 48, s. 115. 


Subsecs. 185(1), (2) substituted by 1977-78, c. 1, s. 84, applicable 
after December 31, 1978, to delete references to subsec. 83(1). 


Subsecs. 185(1), (2) substituted by 1973-74, c. 49, subsec. 18(3), to 
add references to subsec. 130.1(4). 


Definitions [s. 185]: “assessment” — 248(1); “corporation” — 
248(1), Interpretation Act 35(1); “dividend”, “Minister”, “person”, 
“prescribed” — 248(1). 


Part IV — Tax on Taxable 
Dividends Received by 
Private Corporations 


186. (1) Tax on assessable dividends — Every 
corporation (in this section referred to as the “partic- 


S. 186(1) 


ular corporation’’) that is at any time in a taxation 
year a private corporation or a subject corporation 
shall, on or before the last day of the third month 
after the end of the year, pay a tax under this Part for 
the year equal to the amount, if any, by which the 
total of 


(a) '/3 of all assessable dividends received by the 
particular corporation in the year from corpora- 
tions other than payer corporations connected 
with it, and 


(b) all amounts, each of which is an amount in 
respect of an assessable dividend received by the 
particular corporation in the year from a private 
corporation or a subject corporation that was a 
payer corporation connected with the particular 
corporation, equal to that proportion of the payer 
corporation’s dividend refund (within the mean- 
ing assigned by paragraph 129(1)(a)) for its taxa- 
tion year in which it paid the dividend that 


(1) the amount of the dividend received by the 
particular corporation 


is of 


(11) the total of all taxable dividends paid by 
the payer corporation in its taxation year in 
which it paid the dividend and at a time when 
it was a private corporation or a subject 
corporation 


exceeds 1/3 of the total of 


(c) such part of the particular corporation’s non- 
capital loss and farm loss for the year as it claims, 
and | 


(d) such part of the particular corporation’s 


(i) non-capital loss for any of its 7 taxation 
years immediately preceding or 3 taxation 
years immediately following the year, and 


(ii) farm loss for any of its 10 taxation years 
immediately preceding or 3 taxation years im- 
mediately following the year 


as it claims, not exceeding the portion thereof 
that would have been deductible under section 
111 in computing its taxable income for the year 
if subparagraph 111(3)(a)(@i1) were read without 
reference to the words “the particular taxation 
year and” and if the corporation had sufficient in- 
come for the year. 


Related Provisions: 15.1(1), 15.2(1) — Interest on small busi- 
ness development bond or small business bond not deemed to be a 
dividend for purposes of Part IV tax; 18(1)(t) — Part IV tax is non- 
deductible; 87(2.11) — Losses, etc., on amalgamation with subsidi- 
ary wholly-owned corporation; 88(1.1)-— Non-capital losses, etc., 
of subsidiary; 88(1.3) — Computation of income and tax of parent; 
129(1) — Dividend refund to private corporations; 129(3)(b) — 
“Refundable dividend tax on hand”; 131(5) — Dividend refund to 
mutual fund corporation; 186(6) — Partnerships; 186.1 — Exempt 
corporations; 186.2 — Exempt dividends; 227(14)— No tax on 
corporation exempt under s. 149; 227(16)— Municipal or provin- 
cial corporation excepted. 
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History: Subsec. 186(1) amended by 1996, ¢, 21, subsec. 48(1), 
applicable to taxation years that end after June 1995 except that, in 
respect of any such taxation year that begins before July 1995, 


(a) in the application of subsec. 186(1) to. amounts described in 


paras. 186(1)(a) and (b) that were received by the corporation in 
the year and before July 1995, the references to ‘“!/;” Bed be 
read as “‘!/,’”: 


(b) amounts deducted by the corporation for the year under pa- 


ras. 186(1)(c) and (d) 


(i) are deemed to have been deducted in respect of amounts 
described in paras. 186(1)(a) and (b) that were received by 
the corporation in the year and after June 1995, and 


(ii) to the extent that the amounts so deducted exceed the ) 


amounts referred to in subpara. (i), are deemed ‘to have 
been deducted in respect of amounts described in. paras. 


186(1)(a) and (b) that were received by. the corporation in | 


the year and before July RED 
stele (1) formerly read: 


(1) Tax on certain taxable dividends — Every corporation 
(in this section referred to as the “particular corporation’). that 
was, at any time in a taxation year, a corporation (other than a 
private corporation) resident in Canada and controlled, 
whether by reason of a beneficial interest in one or more 
trusts or otherwise, by or for the benefit of an individual 
(other than a trust) or a related group of individuals (other 
than trusts) (in this Part referred to as a “subject corporation”’) 
or a private corporation shall, on or before the last day of the 
third month after the end of the year, pay a tax under this Part 
for the year equal to Ys of the amount, if any, by which the 
total of 


(a) all: amounts received by the particular corporation in 
the year and at a time when it was a subject corporation 
or a private corporation as, on account of, in lieu of pay- 
ment of or in satisfaction of, taxable dividends from cor- 
porations (other than payer corporations connected with 
it), 


(i) that are deductible under subsection 112(1) from 
its income for the year, or 


(i1) to the extent.of the amounts in respect of those 
dividends that are deductible under paragraph 
113(1)(a), (b) or (d) or subsection Pet from its in- 
come for the year, and 


(b) all amounts, each of which is an amount in respect of 
a taxable dividend, in respect of which an amount is de- 
ductible under subsection 112(1) in computing its taxable 
income for the year, received by the particular corpora- 
tion in the year and.at a time when it was a subject corpo- 
ration or a private corporation from a subject corporation 
-OF a private corporation that was a payer corporation con- 
nected with the particular corporation equal to that pro- 
portion of 


(i)'4 times the dividend refund of the payer corpora- 
tion for its taxation year in which it paid the dividend 


that ; 
(ii) the amount in respect of the dividend so received 
by the particular corporation 

is of 
(iii) the total of all taxable dividends paid by the 
payer corporation in its taxation year in which it paid 


the dividend and at a time when it was a subipone cor- 
poration or a private corporation, 


(b.1) [Repealed under former Act] 
exceeds the total of 


(c) such part of the particular corporation’s non- capital 
loss and such part of its farm loss for the year as it may 
claim, and 


Income Tax Act 


(d) such part of the particular corporation’s. 


(i) non-capital loss for a'taxation’ year that is any of 
the 7, taxation years immediately preceding or the 3 
taxation years immediately following the year, and 


(ii) farm loss for a taxation year that is any of the 10 
_ taxation years immediately preceding or the 3 taxa- 
_ tion years immediately following the year 


as it may claim, not exceeding the portion thereofthat: 
would have been deductible under section 111 in-com- 
puting the corporation’s taxable..income for. the year if 
subparagraph 111(3)(a)(ii) were read without reference to 
the words “the particular taxation year and” and if the 
corporation had sufficient income for the year. : 


That portion of para. 186(1)(a) and of 186(1)(b) preceding subpara. 
(i) of each amended by 1994, c. 7, Sch. VIII (1993, c. 24), subsecs. 
110(1) and (2), ‘applicable to dividends received after 1992. Those 
portions formerly read: 


(a) all amounts received by the particular corporation. in. the 
year as, on account or in lieu of payment of, or in satisfaction 
of, taxable dividends from corporations other than. payer cor- 
porations connected with. it, 


(b) all amounts, each of which isan amount,in respect of a 

taxable dividend, in respect of which an amount is deductible 

under subsection 112(1) from its income for the year, re- 

ceived by the particular corporation in the year from a corpo- 

ration (in this section referred to as the “payer corporation’) | 
connected with the particular eOrperaan equal to that pro- 

portion of 


Subpara. 186(1)(b)(iti) amended by 1994, c. 7, Sch. VII (1993, c. 
24), subsec. .110(3), applicable to dividends paid in the 1992 or a 
subsequent taxation year, except that with respect to dividends paid 
in a taxation year commencing ‘before: 1993 and i after 1992, 
the subpara. shall be read as: follows: 


(iii) the total of all taxable dividends paid by the payer corpora- 
tion in its taxation year in which it paid the dividend that were 
paid before 1993 or at a time when the payer ped hha oh. was a 
subject corporation or a private corporation 


Subpara. (b)(iii) formerly read: 


(iii) the total of all taxable dividends paid by the payer corpo- 
ration in its taxation year in which it paid the dividend, 


Pre-RSC History: That portion of snbsee: 186(1) preceding para. 
(a) substituted, and subpara. (b)(i) amended to substitute “4 times” 
for “3 times”, by 1988, c. 55, subsecs, 151(1) and (3), applicable 
with respect to-taxable dividends received. in 1988. et seq. except 
that in the application of subsec. 186(1) to a taxation year of a cor- 
poration commencing before 1988 and ending after 1987, the fol- 
lowing rules apply: 


(a) in their application to amounts described in paras. 186(1)(a) 
and (b) that are received by the corporation in the year and 
before 1988, the reference in subsec. 186(1) to “/y” and the ref- 
erence in subpara. 186(1)(b)(i) to “4” shall be read as aight 
to “'/s” and “3” respectively; and < 


(b) amounts deducted for the year by the corporation under 
para. 186(1)(c) or (d) shall 


(1) be deemed to have been deducted in respect of amounts 
described in paras. 186(1)(a) and (b) that were received by 
the corporation in the year and before 1988; and. 


(ii) to the extent that the amounts ’so deducted exceed the 
amounts referred to in subpara. (i) (above), be deemed to 
have been deducted in respect of amounts described in pa- 
ras. 186(1)(a) and (b) that were received by the ‘snare 
in the year and after 1987. 
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That portion preceding para. 186(1)(a) formerly read: 


186. (1) Taxes payable on certain taxable dividends — 
Every corporation (in this section referred to as the “particu- 
lar corporation”) that was, at any time in a taxation year, a 
corporation (other than a private corporation) resident in Can- 
ada and controlled directly or indirectly in any manner 
whatever, whether by virtue of a beneficial interest in one or 
more trusts or otherwise, by or for the benefit of an individual 
(other than a trust) or a related group of individuals (other 
than trusts) (in this Part referred to as a “subject corporation”) 
or a private corporation shall, on or before the last day of the 
third month after the end of the year, pay.a tax under this Part 
for the year equal to '/ of the amount, if any, by which the 
aggregate of 


That portion of para. 186(1)(b) preceding subpara. (i) amended by 
1988, c. 55, subsec. 151(2), to add “, in respect of which an amount 
is deductible under subsection 112(1) from its income from the 
year,”, applicable to dividends received after June 18, 1987. 


All that portion of subsec. 186(1) preceding para. (a) amended to 
substitute “a corporation (other than a private corporation)” for “a 
corporation, other than a private corporation,” and “equal to 1/3” for 
“equal to 1/4”, and subpara. 186(1)(b)(i) amended to substitute “3 
times” for “4 times”, by 1986, c. 55, subsecs. 70(1), (2), applicable 
with respect to taxable dividends. received in the 1987 and subse- 
quent taxation years except that, for a taxation year commencing 
before 1987 and ending after 1986, the following rules apply: 


(a) in their application to amounts described in paragraphs 
186(1)(a) and (b) that are received by the corporation in the 
year and before 1987, the reference in subsection 186(1) to 
“l/s”, and the reference in subparagraph (b)(i) to “3” shall be 
read as references to “'/s” and “4” respectively; and 


(b) amounts deducted by the corporation under paragraph 
186(1)(c) or (d) for the year shall 


(i) be deemed to have been deducted in respect of amounts 
described in paragraphs 186(1)(a) and (b) that were re- 
ceived by the corporation in the year and after 1986, and 


(ii) to the extent that the amounts deducted exceed the 
amounts referred to in subparagraph (1) [above], be deemed 
to have been deducted in respect of amounts described in 
paragraphs 186(1)(a) and (b) that were received, by the cor- 
poration in the year and before 1987. 


Para. 186(1)(b.1) repealed by 1984, c. 45, subsec. 77(1), applicable 
to 1985 et seg. Para. (b.1) formerly read: 


(b.1) an amount not exceeding the aggregate of 


(i) all amounts each of which is an amount in respect of a 
taxable dividend received after April 10, 1978 by the par- 
ticular corporation in the year from a payer corporation 
connected with the particular corporation but not con- 
trolled by it, and 


(ii) the lesser of 


(A) all amounts each of which is an amount in re- 
spect of a taxable dividend received after April 10, 
1978 by the particular corporation in the year from a 
payer corporation controlled by, but not associated 
with, the particular corporation, and 


(B) all amounts each of which is a taxable dividend 
paid by the particular corporation in the year to an 
individual, 


in respect of which the directors of the particular corporation 
(or where the directors of the particular corporation are not 
legally entitled to administer the affairs of the particular cor- 
poration, the person or persons legally entitled to administer 
its affairs) have, by resolution made within 6 months from the 
later of the end of the year and December 31, 1979, elected to 
pay tax under this Part, 


S. 186(1) 


Paras. 186(1)(c), (d) substituted by 1984, c. 1, subsec. 93(1), appli- 
cable with respect to the computation of tax for the 1983 and subse- 
quent taxation years and with respect to a taxpayer’s non-capital 
losses and farm losses determined for the 1983 and subsequent taxa- 
tion years. Paras. 186(1)(c), (d) formerly read: 


(c) such part of the particular corporation’s non-capital loss 
for the year as it may claim, and 


(d) such part of the particular corporation’s non-capital loss 
for a taxation year during which it was a private corporation 
or a subject corporation that is any of the 5 taxation years 
immediately preceding and the taxation year immediately fol- 
lowing the taxation year as the corporation may claim, not 
exceeding, however, the portion of that loss that 


(i) is not deductible under section 111 from the corpora- 
tion’s income for the taxation year, and | 


(ii) would be so deductible if the reference in paragraph 
111(1)(a) to “income for the year” were read as a refer- 
ence to “income for the year plus the amount on which 
the taxpayer would be required to pay tax for the year 
under Part IV if subsection 186(1) were read without ref- 
erence to paragraph (d) thereof”. 


All that portion of subsec. 186(1) preceding para. (a) and all that 
portion of para. 186(1)(d) preceding subpara. (i) substituted by 
1980-81-82-83, c. 140, subsecs. 111(1), (2),.applicable to taxation 
years commencing after November 12, 1981. Those portions for- 
merly read: 


186. (1) Tax payable by private corporation on certain 
taxable dividends received by it— Every corporation (in 
this section referred to as the “particular corporation’’) that 
was, at any time in a taxation year, a private corporation 
(other than a prescribed venture capital corporation) shall, on 
or before the last day of the 3rd month after the end of the 
year, pay a tax under this Part for the year equal to '/4 of the 
amount, if any, by which the aggregate of 


(d) such part of the particular corporation’s non-capital 
loss for a taxation year during which it was a private cor- 
poration that is any of the 5 taxation years:immediately 
preceding and the taxation year immediately following 
the taxation year as the corporation may claim, not ex- 
ceeding, however, the portion of that loss that 


All that portion of subsec. 186(1) preceding para. (a) substituted by 
1980-81-82-83, c. 48, s. 92, applicable to 1977 et ség. That portion 
formerly read: 


186. (1) Every corporation (in this section referred to as the 
“particular corporation”) that was, at any time in a taxation 
year, a private corporation shall, on or before the last day of 
the 3rd month after the end of the year, pay a tax under this 
Part for the year equal to '/4 of the amount, if any, by which 
the aggregate of 


Para. 186(1)(b.1) substituted by 1979, c. 5, s. 56, applicable in re- 
spect of dividends received after November 16, 1978. Para. 
186(1)(b.1) formerly read: 


(b.1) all amounts each of which is an amount in respect of a 
taxable dividend received after April 10, 1978 by the particu- 
lar corporation in the year from a payer corporation con- 
nected with the particular corporation in respect of which the 
directors of the particular corporation (or where the directors 
of the corporation are not legally entitled to administer the 
affairs of the corporation, the person or persons legally enti- 
tled to administer its affairs) have, by resolution made within 
6 months from the end of the year, elected to pay tax under 
this Part, 


Para. 186(1)(b.1) added by 1977-78, c. 32, subsec. 42(1), applicable 
in respect of dividends received after April 10, 1978 
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Subsec. 186(1) substituted by 1977-78, c. 1, subsec»85(1), applica- (ii) to the extent of the amounts in respect of those» 
ble to dividends received in taxation years commencing after 1976 dividends that are deductible under paragraphs 
except that in its application to dividends received im taxation years 113(1) (a), (b) or (d) or subsection RREALD from its 


ending before 1978, subsec. 186(1) shall be read as follows: 


(1) Every corporation (in this section referred to as the “par- 
ticular corporation”) that was,. at any time in a taxation year, a 
private corporation shall, on or before the last day of'the 3rd 
month after the end of the year, pay a tax under this Part for 
the year equal to '/3 of the amount, if any, by which the aggre- 
gate of 


(a) all amounts received by the particular corporation in 
the year as, on account or in lieu of payment. of, or in 
satisfaction of, taxable dividends from corporations. other 
than payer corporations connected by it, 


(i) that are deductible under subsection 112(1) from 
its income for the year, or 


(i1) to the extent of the amounts in respect of those 
dividends that are deductible under paragraph 113(1) 
(a), (b) or (d) or subsection 113(2) from its income 
for the year, and 


(b) all amounts each of which is an amount in.respect of 
a taxable dividend received by the particular corporation 


in the year from a corporation (in this section referred to’ 


as the “payer corporation”) connected with the particular 
corporation, equal to that proportion of 


(i) 3 times the dividend refund of the payer corpora- 
tion for its taxation year in which it paid the 
dividend, 


that 


(ii) the amount in respect of the dividend so received 
by the particular corporation 


is of 
(iii) the aggregate of all taxable dividends paid by the 


payer corporation in its taxation year in which it paid 
the dividend 


exceeds the aggregate of 


(c) such part of the particular corporation’s non-capital 
loss for the year as it may claim, and f 


(d) such part of the particular corporation’s non-capital 
loss for a taxation year during which it was a private cor- 
poration that is any of the 5 taxation years immediately 
preceding and the taxation. year immediately following 
the taxation year as the corporation may claim, not ex- 
ceeding, however, the portion of that loss that 


(i) is not deductible under section 111 from its in- 
come for the taxation year, and 


(ii) would be so deductible if the reference in para- 
graph 111(1)(a) to “income for the year’ were read 
as a reference to “income for the year plus the 
amount on which the taxpayer would be required to 
pay tax for the year under Part IV if subsection 
186(1) were read without reference to paragraph (d) 
thereof”. 


Subsec. 186(1) formerly read: 


186. (1) Every corporation that was, at any time in a taxation 
year, a private corporation shall, on or before the last day of 
the 3rd month after the end of the year, pay a tax under this 
Part for the year equal to '/3 of the amount, if any, by which 
the aggregate of 


(a) all amounts received by it in the year and after 1971 
as, ON account or in lieu of payment of, or in satisfaction 
of, taxable dividends from corporations other than corpo- 
rations controlled by it, 


(i) that are deductible under subsection 112(1) from 
its income for the year, or 


income for the year, and 


(b) all amounts each of which is an amount in respect of 
a taxable dividend received by it in the year and after 
1971 from a private corporation (in this paragraph re- 
ferred to as the “payer corporation”) controlled by it, 
equal to that proportion of 


(i) 3 times the dividend refund of the payer corpora- 
tion for its, taxation. year in which it. paid- the 
dividend, . 


that 


(ii) the amount in respect of the dividend so received 
by the corporation 

is of ait : 
(iti) the aggregate of all taxable dividends paid by the 
payer corporation in its taxation year in which it paid 
the dividend, 


exceeds the aggregate of 


» (c) such part of the corporation’s, non- sepeny loss for the 
year as it may claim, and 


(d) such part of the corporation’s non-capital loss fora 
taxation year during which it was a private corporation 
_that is any of the 5 taxation years immediately preceding 
and the taxation year immediately following the taxation 
year as the corporation may claim, not exceeding,.how- 
ever, the portion of that loss that 


(i) is not deductible under section 111 from the cor- 
poration’s income for the taxation year,and . 


(ii) would be so deductible if the reference in para- 
graph 111(1)(a) to “income for the year” were read 
as a reference to “income for the year plus the 
amount on which the taxpayer would be required to 
pay tax for the year under Part IV if subsection 
186(1) were read without reference to paragraph (d) 
thereof” 


1977-78, c. 1, subsec. 85(5) provides that where a corporation has a 
taxation year part of which is before 1978 and part of which is after 
1977, the following rules apply: 


(a) for those amounts described in paragraphs 186(1)(a) and (b) 
that are received by the corporation in the year and before 1978, 
the reference to “'/s” in subsection 186(1) of that Act shall be 
read as a reference to “‘/;” and the references to “4” in subpara- 
graph (b)(i) thereof shall be read as a reference to “3”; and 


(b) where, in computing the tax payable by the corporation 
under Part IV of the Act for the year, an amount is deductible 
under paragraph 186(1)(c) or (d) thereof, that amount shall 


(i) be deducted in computing the amount described in 
paragraphs 186(1)(a) and (b) thereof received by the corpo- 
ration in the year and before 1978, to ‘the extent of those 
amounts, and 


(ii) to the extent that the amount deductible exceeds the 
amounts referred to in subparagraph (i), be deducted in 
computing the amounts described in paragraphs 186(1)(a) 
and (b) thereof received by the corporation in the year and 
after 1977. 


sirens 186(1)(a)(ii) substituted by 1974-75-76, c. 26, s. 110, ap- 
plicable in respect of dividends received after 1971 except that in 
respect of dividends received before May 7, 1974 it shall be read 
without reference to para. 113(1)(d). 


Interpretation Bulletins: IT-232R3: Losses — their deductibility 
in the loss year or in other years; IT-269R3: Part IV tax on taxable 
dividends received by a private corporation or a subject corporation; 
IT-328R3: Losses on shares on which dividends have been 
received. 
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Part [V — Taxable Dividends Rec’d by Private Corporation 


Information Circulars: 88-2, para. 14: General anti-avoidance 
rule — section 245 of the Income Tax Act. 


Advance Tax Ruling: ATR-32: Rollover of fixed assets from 


Opco into Holdco; ATR-35: Partitioning of assets to get specific 
ownership — “butterfly”... 


Forms: T2S(3): Dividends received and taxable dividends paid. 


(1.1) Reduction where Part IV.1 tax paya- 
ble — Notwithstanding subsection (1), where an as- 
sessable dividend was received by a corporation in a 
taxation year and was included in an amount in_re- 
spect of which tax under Part [V.1 was payable by 
the corporation for the year, the tax otherwise paya- 
ble under this Part by the Soligande for the year 
shall be reduced 


(a) where the assessable dividend. is described in 
paragraph (1)(a), by 10% of the assessable divi- 
dend, and 


(b) where the assessable dividend is described in 
paragraph (1)(b), by 30% of the amount deter- 
mined in respect of the assessable dividend under 
that paragraph. 
History: Subsec. 186(1.1) amended by 1996, c. 21, subsec. 48(1), 
applicable to taxation years that end after June 1995 except that, in 
applying amended subsec. (1.1) to any such taxation year that be- 
gins before July 1995 to amounts described in para. 186(1.1)(b) that 
were: received by the corporation in the year and before July 1, 
1995, the reference to “30%” shall be read as “40%”. Subsec. (1.1) 
formerly read: 


(1.1) Reduction in tax — Notwithstanding subsection (1), 
where a taxable dividend referred to in paragraph (1)(a) or (b) 
was received by a corporation in a taxation year and was in- 
cluded in an amount in respect of which tax under Part IV.1 
was payable by the corporation for the year, the tax otherwise 
payable under this Part by the corporation for the year shall 
be reduced 


(a) where the dividend is a taxable dividend referred to in 
' paragraph (1)(a), by 10% of the amount determined in re- 
spect of that dividend under that paragraph; and 


(b) where the dividend is a taxable dividend referred to in 
paragraph (1)(b), by 10% of the amount determined in 
respect of that dividend under that paragraph. 


Pre-RSC History: Subsec. 186(1.1) added by 1988, c. 55, subsec. 
151(4), applicable to dividends received after June 18, 1987. . 


Interpretation Bulletins: IT-269R3: Part IV tax on taxable divi- 
dends received by a private corporation or a subject corporation, 


(2) When corporation controlled — For the pur- 
poses of this Part, other than for the purpose of de- 
termining whether a corporation is a subject corpora- 
tion, one corporation is controlled, by another 
corporation if more than 50% of its issued share cap- 
ital (having full voting rights under all circum- 
stances) belongs to the other corporation, to persons 
with whom the other corporation does not deal at 
arm’s length, or to the other corporation and persons 
with whom the other corporation does not deal at 
arm’s length. 

Related Provisions: 88(1)(d.2) — Winding-up — when taxpayer 
last acquired control; 111(3)(a) — Limitation on deductibility; 
112(1) — Deduction of taxable dividends received by corporation 


resident in Canada; 113(1) — Deduction re dividend received from 
foreign affiliate; 195(6) — Undue deferral of refundable tax. 


S. 186(4) 


Pre-RSC History: Subsec. 186(2) substituted by 1980-81-82-83, 
c. 140, subsec. 111(3), applicable to taxation ‘years commencing af- 
ter November 12, 1981. Subsec. 186(2). formerly. read: 


(2) For the purpose of this Part, one corporation is controlled 
by another corporation if more than 50% of its issued share 
capital (having full voting rights under all circumstances) be- 
longs to the other corporation, to persons with whom. the 
other corporation does not deal at arm’s length, or to the other 
corporation and persons with whom the other corporation 
does not deal at arm’s length. 


Selected Cases [subsec. 186(2)]: Special Risks Holdings Inc. 
vi'The Queen, [1986] 1 C.T.C. 201 (FCA) (Taxpayer exercising de 
facto control of subject corporation; arm’s length relationship 
considered). 

Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations; IT-269R3: Part IV tax on taxable ‘dividends’ received 
by a private corporation or a subject corporation; IT-302R3: Losses 
of a corporation — the effect that acquisitions of control, amalga- 
mations, and windings-up have on their deductibility — after Janu- 
ary 15, 1987; IT-489R: Non-arm’s length sale of shares to a 
corporation. | 


(3). Definitions — The definitions in votbas subsec: 
tion apply in this Part. 


‘tassessable. dividend” means an. amount received 
by a corporation at a time when it is a private corpo- 
ration or a subject corporation as, on account of, in 
lieu of payment of or in satisfaction of, a taxable diy- 
idend from a corporation, to the extent of the amount 
in respect of the dividend that is deductible under 
section 112, paragraph 113(1)(a), (b) or (d) or sub- 
section 113(2) in computing the recipient corpora- 
tion’s taxable income for the year. 


“subject corporation” means a corporation (other 
than a private. corporation) resident in Canada and 
controlled, whether because of a beneficial interest 
in one or more trusts or otherwise, by or for the ben- 
efit of an individual (other than a trust) or a related 
group of individuals (other than trusts). 


History: Subsec. 186(3) added by 1996, c. 21, subsec. 48(2), appli- 
cable to taxation.years that end after June 1995. 


Pre-RSC History: Former subsec. 186(3) repealed by 1985, c. 45, 
s. 100. Subsec. 186(3) formerly read: 


(3) Definition of “dividend refund” — In this Part, “dividend 
refund” of a corporation for a taxation year has the meaning 
assigned by subsection 129(1). 


Subsec. 186(3) substituted by 1984, c. 45, subsec. 77(2), applicable 
to 1985 et seg. Subsec. 186(3) formerly read: 


(3) Meaning of “dividend refund” and “cumulative 
deduction account” — In this Part, “‘dividend refund” of a 
corporation for a taxation year has the meaning assigned by 
subsection 129(1) and “cumulative deduction, account” of a 
corporation at the end of a taxation year has the meaning as- 
signed by paragraph 125(6)(b). 


Subsec. 186(3) substituted by 1977-78, c. 1, subsec. 85(2), applica- 


‘ble with respect to dividends received in taxation years commencing 


after 1976. Subsec. 186(3) formerly read: 


(3) Meaning of “dividend refund” — In this Part, “dividend 
refund” of a corporation for a taxation year has the meaning 
assigned by subsection 129(1). 


(4) Corporations connected with particular 
corporation — For the purposes of this Part, a 
payer corporation is connected with a particular cor- 
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poration at any time in a taxation year (in this’ sub- 
section referred to as the “particular year”) of the 
particular corporation if 


(a) the payer corporation is controlled (otherwise 


than by virtue of a right referred to in paragraph | 
251(5)(b)). by the particular RAEN at that 


time; or 
(b) the particular corporation owned, at that time, 


(i) more than 10% of the issued share capital 
(having full voting rights under all circum- 
stances) of the payer corporation; and 


(ii) shares of the capital stock of the payer | 


corporation having a fair market value of 


more than 10% of the fair market.value of all | 


of the issued shares of the eae stock of the 
payer corporation. 


Related Provisions: 
“controlled”. 


Pre-RSC History: Para. 186(4)(a) ‘substituted by 1984, c. 1, sub- | 


sec. 93(2), applicable with respect to dividends received after April 


19, 1983 other than dividends declared on or before that date, to add — 


“(otherwise than by virtue of a right referred t to- in paragraph 
251(5)(b))”. 


All that portion of para. 186(4)(b) preceding subpara. (i) substituted } 
by 1980-81-82-83, c. 140, subsec. 111(4), applicable to taxation 


years commencing after. November 12; 1981. That portion formerly 
read: 


(b) the payer corporation is a private sigan Bo and the ome 
ticular corporation owned, at that time, 


Para. 186(4)(b) substituted by 1977-78, c. 32) subsec. 42(2), appli- 
cable in respect of dividends received after ARM 10, 1978. fara. 
186(4)(b) formerly read: 


(b) the payer corporation is a private SAAN and 
(i) the particular corporation owned, at that time, 


(A) more than 10% of the issued share capital (hay- _ 
ing full voting rights under all circumstances) of the ~ 
payer corporation, and 


(B) shares of the capital stock of the payer corpora- 
tion having a fair market value of more than 10% of 
the fair market value of all of the issued shares of the 
capital stock of the payer corporation, and 


(ii) the aggregate of 


(A) the particular corporation’s cumulative deduction 
account at the end of the particular year, and 


(B) all amounts each of which is an amount in re- 
spect of a corporation associated with the particular 
corporation, equal to its cumulative deduction ac- 
count at the end of its taxation year ending in the par- 
ticular year, 


does not exceed $750,000. 


Subsec. 186(4) added by 1977-78, c. 1, subsec. 85(2), applicable 
with respect to dividends received in taxation years commencing af- 
ter 1976. 


Interpretation Bulletins: IT-269R3: Part IV tax on taxable divi- 
dends received by a private corporation or a subject corporation; IT- 
302R3: Losses of a corporation — the effect that acquisitions of 
control, amalgamations, and windings-up have on their deductibil- 
ity — after January 15, 1987; IT-489R: Non-arm’s Nene § sale of 
shares to a corporation. 


Advance Tax Ruling: ATR-42: Transfer of vhs: ATR-55: 
Amalgamation followed by sale of shares. 


186(2) —Extended meaning of | 


Income Tax Act: iexeT - 


(5) Deemed private corporation — A corpora- 
tion that is at any time ina taxation ‘year’a subject 
corporation, shall, for the purposes of paragraph 
87(2)(aa) and section 129; be deemed to be'a private 
corporation at that time, except that its refundable 
dividend tax on hand (within the meaning assigned 
by subsection 129(3)) at the end of the year shall be 
determined without reference to paragraph 129(3)(a). 


History: Subsec. 186(5) amended by 1996, c. 21, subsec. 48(3), 
applicable to taxation years that end after ye 1995. Subsec. (5) 
formerly read: 


(5S) A'corporation that is at any time a’ subject corporation 
shall, for the purposes of paragraphs 87(2)(aa) and 88(1)(e.5) 

and section 129, be deemed to-be a private corporation at that ‘ 
time, except that its refundable dividend tax or hand:at the! 
end of any taxation year shall be deemed to be the amount, if 
any, by which the total of © 


(a) the total Of thé taxes under this Part payable by. the 
corporation for the year and any previous taxation years 
ending after itlast became a subject corporation, and 


(a.1) the amount, if any, of the corporation’s addition at 
, December, 31,1986 of refundable dividend. tax, on hand 
(within the meaning assigned by subsection 129(3.3)), 


exceeds the total of 


(b) the total of the corporation’ S. adend refunds ie tax- 
ation years ending after it last became a subiert corpora- 
. tion,and before the year, and. 


(c) the amount, if any, of the corporation’s reduction°at 
December 31, 1987 of refundable dividend tax ion’ hand 
(within the meaning assigned by subsection 129(3: Spr 


That ) portion: of subsec: 186(5) preceding: para. (a) amended by 
1994, 1c. 7, Sch» VIE (1993, c. 24), subsec: 110(4), Sal eagiie to 
1993 et seq. That portion formerly. read: 


~ (5) Presumption — A corporation that was at the end of a 
taxation year commencing after November 12, 1981 a subject 
corporation or a private corporation that was at any time in 
the year a subject corporation shall, for the purposes of 
paragraphs 87(2)(aa) and 88(1)(e.5) and section 129, be 
deemed to have’ been a private corporation at the times in the 
year that it was a subject corporation, except that its refund- 
_ able dividend tax on hand at the end of the year shall be 
deemed to be the amount, if any, by which the total of 


Pre-RSC History: That portion of subsec. 186(5) between paras. 
(a.1) and (b) amended to substitute “exceeds the total of? for ‘ “eX- 
ceeds”, and subpara. 186(5)(c) added by 1988, c.-55, “Subsec. 151(5), 
applicable to 1988 et seq. 


All that portion of subsec. 186(5) preceding para. (b) amended to 
add “the aggregate of” at the end of that portion preceding para. (a), 
to substitute “under this Part’ for “under Part [V” in para. (a), and. to 
add para. (a.1), by 1986, c. 55, subsec. 70(3), aPPRC Ue with re- 
spect to 1987 et seq. 


Subsec.'186(5) added by 1980-81-82-83; c. 140. Stes 111(5), ap: 
plicable to taxation years commencing after November 12, 1987. 


Interpretation Bulletins: IT-269R3° Part IV tax on taxable divi- 
dends received by a private corporation or a subject corporation; IT- 
302R3: Losses of a corporation — the effect’ that acquisitions of 
control, amalgamations, and: windings-up have-on their deduetibil- 
ity — after January 15, 1987. 


(6) Partnerships — For the purposes of this Part, 


(a) all amounts received in a fiscal period by a 
partnership as, on account or in lieu of payment 
of, or in satisfaction of, taxable dividends shall be 
deemed to have been.received by each member of 
the partnership. in the member’s -fiscal, period. or 
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taxation year in which the partnership’s fiscal pe- 
riod ends, to the extent of that member’s share 
thereof; and 


(b) each member of a partnership shall be deemed 
to own at any time that proportion of the number 
of the shares of each class of the capital stock of 
a corporation that are property of the partnership 
at that time that the member’s share of all divi- 
dends received on those shares by the partnership 
in its fiscal period that includes. that time is of the 
total of all those dividends. 


Pre-RSC History: Subsec. 186(6) added by 1988, c. 55, subsec. 
151(6), applicable with respect to aiscal periods ending after June 
Pog, 7 0) 


Selected Cases [s. 186]: nasramate v. Canada, [1995] 1 C.T.C. 
2850 (TCC) (Circular calculations of tax proper in certain “butter- 
fly” transactions). 


Definitions [s. 186]: “amount” — 248(1); 
dend” — 186(3); “Canada” — 255; “class of shares” — 248(6); 
“connected” — 186(4); “control” — 186(2);. “corporation” — 
248(1), Interpretation Act 35(1); “dividend” — 248(1); “dividend 
refund” — 129(1); “farm loss” — 111(8); “fiscal period” — 249(2), 
249.1; “individual”, “insurance corporation” — 248(1); “non-capi- 
tal loss” — 111(8), 248(1); “non-resident-owned: investment corpo- 
ration” — 133(8), 248(1);. “particular corporation” — 186(1); “per- 
son” — 248(1); “private corporation” — 89(1), 186(5), 227(16), 
248(1); “related group” — 251(4); “resident in Canada” — 250; 
“share” — 248(1); “subject corporation” — 186(3); “taxable divi- 
dend” — 89(1), 186.2, 248(1); “taxable income” —2(2), 248(1); 
“taxation year” — 249; “trust” — 104(1), 248(1). 


Interpretation Bulletins [s. 186]: IT-269R3: Part IV tax on 
taxable dividends received by a private corporation or a subject 
corporation. 


“assessable divi- 


186.1 Exempt corporations — No tax is payable 
under this Part for a taxation year by a corporation 
(a) that was, at any time inthe year, a bankrupt 
(within the meaning assigned by subsection 
128(3)); or 
(b) that was, throughout the year, 
(i) a bank, 


(11). a corporation licensed or otherwise author- 
ized under the laws of Canada or a province to 
carry on in Canada the business of offering to 
the public its services as a. trustee, 


(iii) an insurance corporation, 


(iv) a prescribed labour-sponsored venture 
capital corporation, 


(v) a prescribed investment contract 
corporation, 

(vi) a non-resident-owned investment corpora- 
tion, or 


(vii) a registered securities dealer that was 
throughout the year a member of a prescribed 
stock exchange in Canada. 
Related Provisions: 131(11)(d) — Rules re prescribed labour- 
sponsored venture capital corporations; 227(14) — Application to 
exempt corporations; 227(16) — Application to municipal and pro- 
vincial corporations. 


History: Para. 186.1(b) amended by 1998, c. 19, s. 200, applicable 
after February 22, 1994 except.that, in its application to taxation 


S. 186.2 


years that ended before 1997, the para. shall be read: without refer- 
ence to subpara. (vii). Para. 186.1(b) formerly read: 


(b) that was, throughout ‘the year, a prescribed labour-spon- 
sored venture capital corporation, a prescribed investment 
contract corporation, an insurance corporation, a corporation 
described’ in paragraph 39(5)(b) or (c) or a non-resident- 
owned investment corporation. 


Pre-RSC History: Para. 186.1(b) amended by 1987, c. 46, s. 58, 
to substitute “a prescribed labour-sponsored venture capital corpora- 
tion, a prescribed investment contract corporation” for “‘a prescribed 
venture capital corporation, a prescribed labour-sponsored venture 
capital corporation, a prescribed investment contract corporation”, 
applicable to taxation years ending after February 18, 1987. 


Para. 186.1(b) substituted by 1986, c. 6, s..97, to add “a prescribed 
labour-sponsored venture capital corporation”, applicable to 1985 et 
seq. 


Para. 186.1(b) substituted by 1984, c. 1, s. 94, applicable to taxation 
years commencing after November 12, 1981, except that with re- 
spect to insurance corporations it is applicable to the 1981 and sub- 
sequent taxation, years; to substitute “described in paragraph 
39(5)(b) or (c).or a non-resident-owned investment corporation” for 
“described in paragraph 39(5)(c)”, 


S. 186.1 substituted by 1980-81-82-83, c. 140, s. 112, applicable to 
taxation years commencing after November 12, 1981, except that 
with respect to insurance corporations it is applicable to the 1981 
and ‘subsequent taxation years. §. 186.1 formerly read: 


186.1 Bankrupt corporations — No tax is payable under 
this Part by a corporation for a taxation year ending after 
1977 in which the corporation was, at any time, a bankrupt 
within the meaning assigned by subsection 128(3). 


| S. 186.1 added by 1977-78, c. 1, s. 86, applicable to 1978 et seq. 


Definitions [s. 186.1]: “bank” — Interpretation Act 35(1); “busi- 
ness” — 248(1); “corporation” — 248(1), Interpretation Act 35(1); 
“insurance corporation” — 248(1); “non-resident-owned investment 
corporation” — 133(8), 248(1); “prescribed” — 248(1); “prov- 
ince” — Interpretation Act 35(1); “taxation year” — 249. 
Regulations [s. 186.1]: 6701 (prescribed labour-sponsored ven- 
ture capital corporation); 6703.(prescribed investment contract 
corporation). 


Interpretation Bulletins [s. 186.1]: IT-269R3: Part IV tax on 
dividends received by a private corporation or a subject corporation. 


186.2 Exempt dividends — For the purposes of 
subsection 186(1), dividends received in a taxation 
year by a corporation that was, throughout the year, 
a prescribed venture capital corporation froma cor- 
poration that was a prescribed qualifying corporation 
with respect to those dividends. shall be deemed not 
to be taxable dividends. 

Pre-RSC History: S. 186.2 added by 1987, c. 46, s. 59, applicable 
with respect to dividends received in taxation years ending after 
February 18, 1987 except that in its application to dividends re- 
ceived before February 19, 1987 the reference in section 186.2 to “a 
corporation. that was a prescribed qualifying corporation with re- 


spect to such dividends” shall be, read as a reference to “a 


corporation”’. 

Definitions [s. 186.2]: “corporation” — 248(1), Interpretation 
Act 35(1); “dividend”, “prescribed” — 248(1); “taxable divi- 
dend” — 89(1), 248(1); “taxation year” — 249. 


Regulations [s. 186.2]: 6700 (prescribed venture capital corpora- 
tion); 6704 (prescribed qualifying corporation). 

Interpretation Bulletins [s. 186.2]: IT-269R3: Part IV tax on 
dividends received by a private corporation or a subject corporation; 
IT-328R3: Losses on shares on which dividends have been 
received. 
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187. (1) Information return — Every corporation 
that is liable to pay tax under this Part for a taxation 
year in respect of a dividend received by it in the 
year shall, on or before the day on or before which it 
is required to file its return of income under Part I 
for the year, file a return for the year under this Part 
in prescribed form. 

Related Provisions: 150(1)(a)— Corporations — Part I return; 


150.1(5) — Electronic filing; 186 — Tax payable on certain taxable 
dividends. 


Interpretation Bulletins: IT-269R3: Part IV tax on dividends 
received by a private corporation or a subject corporation. 


Forms: T2 Corporate income tax return, “Part IV Tax on Taxable 
Dividends Received”. 


(2) Interest — Where a corporation is liable to pay 
tax under this Part and has failed to pay all or any 
part thereof on or before the day on or before which 
the tax was required to be paid, it shall pay to the 
Receiver General interest at the prescribed rate on 
the amount that it failed to pay computed from the 
day on or before which the tax was required to be 
paid to the day of payment. 

Related Provisions: 221.1 — Application of interest where legis- 
lation retroactive; 248(11) — Interest compounded daily. 


Pre-RSC History: Subsec. 187(2) substituted by. 1985, c. 45, 
subsec. 101(1). Subsec. 187(2) formerly read: 


(2) Where a corporation is liable to pay tax under this Part 
and has failed to pay all or any part thereof on the day on or 
before which it was required to pay the tax, it shall, on pay- 
ment of the amount in default, pay interest at a prescribed rate 
per annum from the day on or before which it was required to 
make the payment to the day of payment. 


Regulations: 4301(a) (prescribed rate of interest). 


(3) Provisions applicable to Part — Sections 
151, 152, 158 and 159, subsections 161(7). and (11), 
sections 162 to 167 and Division J of Part I are ap- 
plicable to this Part with such modifications as the 
circumstances require. 

Pre-RSC History: Subsec. 187(3) substituted by 1986, c. 6, s. 98, 
to add reference to subsection 161(11). 


Subsec. 187(3) substituted by 1985, c. 45, subsec. 101(1), applica- 
ble with respect to’ subsequent taxation years referred to in subsec. 
161(7) ending after May 9, 1985. Subsec. 187(3) formerly read: 


(3) Sections 151, 152, 158, 159 and 162 to 167, and Division 
J of Part I are applicable mutatis mutandis to this Part. 


Definitions [s. 187]: “amount” — 248(1); “corporation” — 
248(1), Interpretation Act 35(1); “dividend”, “prescribed” — 
248(1); “taxation year” — 249, 


Part IV.1 — Taxes on 
Dividends on Certain 
Preferred Shares Received 
by Corporations 


187.1 Definition of “excepted dividend” — In 
this Part, “excepted dividend” means a dividend 
(a) received by a corporation on a share of the 
capital stock of a foreign affiliate of the corpora- 
tion, other than a dividend received by a specified 
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financial institution on a share acquired in the or- 
dinary course of the business carried on by the 
institution; 

(b) received by a corporation from another corpo- 
tation (other than a corporation described in any 
of paragraphs (a) to (f) of the definition “financial 
intermediary corporation” in subsection 191(1)) 
in which it has or would have, if the other corpo- 
ration were a taxable Canadian corporation, a 
substantial interest (as determined under section 
191) at the time the dividend was paid; 


(c) received by a corporation that was, at the time 
the dividend was received, a private corporation 
or a financial intermediary corporation (within 
the meaning assigned by subsection 191(1)); 


(d) received by a corporation on a short-term pre- 
ferred share of the capital stock of a taxable Ca- 
nadian corporation other than a dividend de- 
scribed in paragraph (b) or (c) of the definition 
“excluded dividend” in subsection 191(1); or 


(e) received by a corporation on a share (other 
than a taxable RFI share or a share that would be 
a taxable preferred share if the definition “taxable 
preferred share” in subsection 248(1) were read 
without reference to paragraph (a) of that defini- 
tion) of the capital stock of a mutual fund 
corporation. 


Related Provisions: 191(4)(d) — Deemed excepted dividend. 


History: Para. 187.1(a) amended by 1994, c. 7, Sch. II (1991, c. 
49), s. 154, applicable to dividends received after 1987. Para. ‘(a) 
formerly read: 


(a) received by a corporation on a share of the capital stock of 

a foreign affiliate of the corporation where the share was not 

acquired by the corporation in the ordinary course of the busi- 

ness carried on by. the corporation; 
Definitions [s. 187.1]: “business” — 248(1); “carrying on busi- 
ness” — 253; “corporation” — 248(1), Interpretation Act 35(1); 
“dividend” — 248(1); “foreign affiliate” — 248(1); “mutual fund 
corporation” — 131(8), 248(1); “private corporation” — 89(1), 
248(1); “received” — 248(7); “share”, “short-term preferred 
share” — 248(1); “taxable Canadian corporation” — 89(1), 248(1); 
“taxable preferred share”, “taxable RFI share” —248(1).- 


187.2 Tax on dividends on taxable preferred 
shares — Every corporation shall, on or before the 
last day of the second month after the end of each 
taxation year, pay a tax under this Part for, the year 
equal to 10% of the total of all amounts each of 
which is a dividend, other than an excepted dividend, 
received by the corporation in the year on a taxable 
preferred share (other than a share of a class in re- 
spect of which an election under subsection 191.2(1) 
has been made) to the extent that an amount in re- 
spect of the dividend was deductible under section 
112 or 113 or subsection 138(6) in computing its 
taxable income for the year or under subsection 
115(1) in computing its taxable income earned in 
Canada for the year. 7 

Related Provisions: 18(1)(t)—Tax is non-deductible; 


87(4.2) — Exchanged’ shares; 186(1.1) — Reduction -in tax; 
187.4 — Amounts received by partnerships; 187.5 — Information 


1520 


Part IV.1 — Preferred Share Dividends Rec’d by Corp’n 


return; 191(3) — Substantial interest; 191(4)(d) — Deemed divi- 
dends; 227(14) — No tax on corporation, exempt under s. 149, 


Definitions [s. 187.2]: “amount” — 248(1); “corporation” — 
248(1), Interpretation Act 35(1); “dividend” — 248(1); “excepted 
dividend” — 187.1; “received” — 248(7); “‘share” — 248(1); “‘taxa- 
ble income” — 2(2), 248(1); “taxable income earned in Canada’? — 
115(1), 248(1); “taxable preferred share” — 248(1); “taxation 
year” — 249. - 


Interpretation Bulletins: IT-88R2: Stock dividends, 
Advance Tax Ruling: ATR-46: Financial difficulty. 
Forms: 1761: Calculation of Parts [V.1 and VI.1 taxes payable. 


187.3 (1) Tax on dividends on. taxable RFI 


shares — Every restricted financial institution 


shall, on or before the last day of the second month 
after the end of each taxation year, pay a tax under 
this Part for the year, equal to 10% of the total of all 
amounts each of which is a dividend, other than an 
excepted dividend, received by the institution at any 
time in the year on a share acquired by any person 
before that time and after 8:00 p.m. Eastern Daylight 


Saving Time, June 18, 1987 that’ was, at the time the 


dividend was paid, a taxable RFI share to the extent 
that an amount.in respect of the dividend was de- 
ductible under section 112,or 113 or subsection 
138(6) in computing its taxable income for the year 
or under subsection 115(1) in computing its taxable 
income earned in Canada for the year... 


Related. Provisions: 87(4.2) — Exchanged. shares; 186(1.1) — 
Reduction in tax; 187.3(2) — Time of acquisition of share; 187.4 — 
Partnerships; 187.5 — Information return; 191(3) — Substantial 
interest. 


Advance Tax Ruling: ATR-46: Financial difficulty. 


(2) Time of acquisition of share — For the pee; 
poses of subsection (1), 


(a) a share of the capital stock of a corporation 
acquired by a person after 8:00 p.m. Eastern 
Daylight Saving Time, June 18, 1987 pursuant to 
an agreement in writing entered into before that 
time shall be deemed to have been acquired by 
that person before that time; 


(b) a share of the. capital stock.of .a corporation 
acquired by a person after 8:00 p.m. Eastern 
Daylight Saving Time, June 18, 1987 and before 
1988 as part of a distribution to the public made 
in accordance with the terms of a prospectus, pre- 
liminary prospectus, registration statement, offer- 
ing memorandum or notice filed before 8:00 p.m. 
Eastern. Daylight Saving Time, June 18, 1987 
with a public authority pursuant to and in accor- 
dance with the securities legislation of the juris- 
diction in which the shares are distributed shall 
be deemed to have been acquired by that person 
before that time; 


(c) a share (in this paragraph referred to as the 
“new share’) of the capital stock of a corporation 
that is acquired by a person after 8:00 p.m. East- 
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‘ern Daylight Saving Time, June’ 18, 1987 in ex- 
change for 


(i) a share of a corporation that -was. issued 
before 8:00 p.m. Eastern Daylight Saving 
Time, June 18, 1987 or is a grandfathered 
share, or 


(ii) a debt obligation of a corporation that was 

issued before 8:00 p.m..Eastern Daylight Sav- 
' ing Time, June 18, 1987, or issued after that 

time pursuant to an agreement in — en- 
tered into before’ that time, 


where the right to the exchange for the new share 
and all or substantially all the terms and condi- 
tions of the new share were established in writing 
before that time shall be deemed to have been ac- 
quired by that person before that time; 


(d) a share of a class of the capital stock of a Ca- 
nadian..corporation listed on a: prescribed stock 
exchange in Canada that is acquired by a person 
after 8:00 p.m. Eastern Daylight Saving Time, 
June 18, 1987 on the exercise of a right 


(i) that was issued before that time and listed 
on a prescribed stock exchange in Canada, 
and | | 


Gi} theisferms10f awhihishh thatitimecincladed 
the right to acquire the share, 


where all or substantially all the terms and condi- 
tions of the share were established in writing 
before that time shall be deemed to have: been ac- 
quired by that person before that time; 


(e) where a share that was owned by a particular 
restricted financial institution at 8:00 p.m. East- 
ern Daylight Saving Time, June 18, 1987 has, by 
one or more transactions between: related re- 
stricted financial institutions, been transferred to 
another restricted financial institution, the share 
shall be deemed to have been acquired by. the 
other restricted financial institution before that 
time unless at any particular time after 8:00 p.m. 
Eastern Daylight Saving Time, June 18, 1987 and 
before the share was transferred to the other re- 
stricted financial institution the share was.owned 
by a shareholder who, at that particular time, was 
a person other than a restricted financial. institu- 
tion related to. the other restricted financial insti- 
tution; and 


(f) where, at any particular time, there has been 
an amalgamation within the meaning pomp ae by 
section 87, and 


(i) each of the predecessor corporations was a 
restricted financial institution throughout the 
period from 8:00 p.m. Eastern Daylight Sav- 
ing Time, June 18, 1987 to the particular time 
and the predecessor corporations were related 
to each other throughout that period, or 


(11) each of the predecessor corporations and 
the new corporation is a corporation described 
in any of paragraphs (a) to (d) of the defini- 


S. 187.3(2)(f) 


tion “restricted financial institution” in sub- 
section 248(1), 


a taxable RFI share acquired by the new corpora- 
tion from a predecessor corporation on the amal- 
gamation shall be deemed to have been acquired 
by the new corporation at the time it was ac- 
quired by the predecessor corporation. 


Definitions [s. 187.3]: “amount” —248(1); “class of shares” — 
248(6); “dividend” — 248(1); “excepted dividend? — 187.1; 
“grandfathered share”, “person” — 248(1); “related”? — 25 1(2); “re- 
stricted financial institution”, ‘share’ —248(1); “taxable in- 
come” — 2(2), 248(1); “taxable income earned in Canada” — 
115(1), 248(1); “taxable RFI share” — 248(1); “taxation year” — 
249; “writing” — Interpretation Act 35(1). 


Regulations [s. 187.3]: 3200 (prescribed stock exchange); 6201 
(prescribed shares). 


Interpretation Bulletins [s. 187.3]: IT-88R2: Stock dividends. 


187.4 Partnerships — For the purposes of this 
Part, 


(a) all amounts received in a fiscal period by a 
partnership as, on account or in lieu of payment 
of, or in satisfaction of, dividends shall be 
deemed to have been received by each member of 
the partnership in the member’s fiscal period or 
taxation year in which the partnership’s fiscal pe- 
riod ends, to the extent of that member’s share 
thereof; 


(b) each member of a partnership shall be deemed 
to own at any time that proportion of the number 
of the shares of each class of the capital stock of 
a corporation. that are property of the partnership 
at that time that the member’s share of all divi- 
dends received on those shares by the partnership 
in its fiscal period that includes.that time is of the 
total of all those dividends; and 


(c) a reference to a person includes a partnership. 
Definitions [s. 187.4]: “amount” — 248(1): “class of shares” — 
248(6); “dividend” — 248(1):; “fiscal period” — 249(2), 249.1; 
“person” — 187.4(c), 248(1); “share” — 248(1); “taxation year” — 
249. 


187.5 Information return — Every corporation i- 
able to pay tax under this Part for a taxation year 
shall file with the Minister, not later than the day on 
or before which it is required by section 150 to file 
its return of income for the year under Part I, a return 
for the year under this Part in prescribed form con- 
taining an estimate of the taxes payable by it under 
sections 187.2 and 187.3 for the year. 


Related Provisions: 150.1(5) — Electronic filing. 


Definitions [s. 187.5]: “corporation” — 248(1), Interpretation 
Act 35(1); “Minister”, “prescribed” — 248(1); “taxation year” — 
249, 


Forms: T761: Calculation of Parts IV.1 and VI.1 taxes payable. 


187.6 Provisions applicable to Part — Sections 
152, 158 and 159, subsections 161(1), (2) and (11), 
sections 162 to 167 and Division J of Part I are ap- 


Income Tax Act 


plicable to this Part with such modifications as the 
circumstances require. 


Pre-RSC History [Part IV.1]: Part IV.1 (ss. 187.1 to 187.6) 
added by 1988, c. 55, s: 152, applicable with respect to dividends 
received after 1987 (and for this purpose where a dividend is re- 
ceived at any time after December 15, 1987 and before 1988 on a 
share, and it may reasonably be considered, having regard to all the 
circumstances including the amount of any dividends that may be 
paid or declared on the share after 1987, that the dividend was paid 
at that time to avoid or limit the application of Part IV.1, the divi- 
dend shall be deemed for the purposes of that Part to have been 
received on January 1, 1988 and the reference in s. 187.2 and sub- 
sec. 187.3(1) to “in computing its taxable income for the year. or 
under subsection 115(1) in computing its taxable income earned in 
Canada for the year” shall be read as a reference to “in computing 
its taxable income or under subsection 115(1) in computing its taxa- 
ble income earned in Canada”), except that in the application of s. 
187.2 to a dividend received on.a share issued 


(a) before April 22, 1988, or 
(b) after April 21, 1988 and before 1989 


(1) pursuant.to an agreement in writing entered into before 
April 22, 1988, or 

(ii) as part of a distribution to the public made in accor- 
dance with the terms of a prospectus, preliminary prospec- 
tus, registration statement, offering memorandum or notice 
filed before April 22, 1988 with a public authority pursuant 
to and in accordance with the securities legislation of the 
jurisdiction in which the shares are distributed, 


the reference therein to “(other than a share of a class in respect of 
which an election under subsection 191.2(1) has been made)” shall 
be read as a reference to “(other than a short-term preferred share, a 
share that would be a short-term preferred share if the references to 
“December 15, 1987” and “December 16, 1987” in the definition 
“short-term preferred share” in subsection 248(1) were read as ref- 
erences to “8:00 p.m. Eastern Daylight Saving Time, June 18, 
1987” or a share of a class in respect of which an election under 
subsection 191.2(1) has been made)”. 


187.61 Provisions applicable — Crown corpo- 
rations — Section 27 applies to this Part with any 
modifications that the circumstances require. 


History: S. 187.61 added by 1998, c. 19, s. 201, applicable after 
1987. 
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Part V — Tax in Respect of 
Registered Charities 


187.7 Application of subsec. 149.1(1) — The 
definitions in subsection 149,1(1) apply. to this Part. 


Origin of s. 187.7: R.S.C. 1985, c. 1 (Sth Supp.) 


188. (1) Revocation tax — Where the registration 
of a charity is revoked, the charity shall, on or before 
the day (in this subsection referred to as the “pay- 
ment day”) in a taxation year that is one year after 
the day on which the revocation is effective, 


(a) pay a tax under this Part for the year equal to 
the amount determined by the formula 


A+B-C-D-E=F 
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where 


A is the total of all amounts each of which is the 
fair market value of an asset of the charity on 
the day (in this section referred to as the “‘val- 
uation day’’) that is 120 days before the day 
on which notice of the Minister’s intention to 
revoke its registration is mailed, 


Bis the total of all amounts each of which is the 
amount of a gift for which it issued a receipt 
described in subsection 110.1(2) or 118.1(2) 
in the period (in this section referred to as the 
“winding-up period”) that begins on the valu- 
ation day and ends immediately before the 
payment day, or an amount received by it in 
the winding-up period from a registered 
charity, 


Cis the total of all amounts each. of which is the 
fair market value, at the time of the transfer, 
of an asset transferred by it in the winding-up 
period to a qualified donee, 


D is the total of all amounts each of which is ex- 
pended by it in the winding-up period on char- 
itable activities carried on by it, 


E is the total of all amounts each of which is 
paid by it in the winding-up period in respect 
of its debts that were outstanding on the valu- 
ation day and not included in determining the 
value of D, and 


F is the total of all amounts each of which is a 
reasonable expense incurred by it in the wind- 
ing-up period and not included in determining 

the value of D; and 


(b) file with the Minister a return in prescribed 
form and containing prescribed information, 
without notice or demand therefor. 


Related Provisions: 149.1(6.4) — Application to registered na- 
tional arts service organizations; 257 — Formula cannot calculate to 
less than zero. 


History: Subsec. 188(1) substituted by 1994, c. 21, -s. 84, applica- 
ble where the registration of a charity is revoked pursuant to a no- 
tice of intention to revoke its registration that is mailed after 1992. 
That subsec. formerly read: 


(1) Revocation tax — Where the registration of a charity is 
revoked, the charity shall, on or before the day in a taxation 
year that is one year after the day on which the revocation is 
effective, pay a tax for the year under this Part equal to the 
amount, if any, by which the total of 


(a) the fair market value, on the day that notice of the 
Minister’s intention to revoke its registration is mailed, of 
all its assets on that day, and 


(b) the total of all gifts for which it issued receipts de- 
scribed in subsection 110.1(2) or 118.1(2) after the day 
referred to in paragraph (a) and all amounts received after 
that day from registered charities 


exceeds the total of 


(c) the fair market value on the day referred to in para- 
graph (a) of each asset of the charity transferred by it toa 
qualified donee within the period commencing immedi- 
ately after that day and expiring at the end of one year 
from the day on which the revocation is effective, 
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(d) amounts expended by it within the period described in 
paragraph (c) on charitable activities carried on by it, 
(e) amounts paid by the charity after the day referred to 
in paragraph (a) in respect of bona fide debts of the char- 
ity that were outstanding on that day, and 


(f) the amount of such reasonable expenses as are in- 
curred by the charity within the period described in para- 
graph (c). 
Para. 188(1)(b) amended by 1994, c..7, Sch. II (1991, c. 49), s. 155, 
applicable to 1988 et seg. Para. (b) formerly read: 


(b) the total of all amounts each of which is an amount of a 
gift for which it, issued a receipt described in paragraph 
110.1(1)(a) or subsection 118.1(2) after the day referred to in 
paragraph (a) or an, amount received after that date from a 
registered charity. 


Pre-RSC History: Para. 188(1)(b) substituted by 1988, c. 55, s. 
153, applicable to 1988 ef seqg., except that in its application to the 
1988 taxation year the reference to “paragraph 110.1(1)(a)” shall be 
read as a reference to “paragraph cee or 110.1(1)(a)”. Para. 
188(1)(b) formerly read: 
(b) the aggregate of all amounts each of which is the amount 
of a gift for which it issued a receipt described in paragraph 
110(1)(a) after the day referred to in paragraph (a) or an 
amount received after that day from a registered charity, 
Para. 188(1)(b) substituted by 1988, c. 55, s. 153, applicable to 1988 
et seg., except that in its application to the 1988 taxation year the 
reference to “paragraph 110.1(1)(a)” shall be read as a reference to 
“paragraph 110(1)(a) or 110.1(1)(a)”. Para. 188(1)(b) formerly read: 
(b) the aggregate of all amounts each of which is the amount 
of a gift for which it issued a receipt described in paragraph 
110(1)(a) after the day referred’ to m paragraph (a) or an 
amount received after that day from a registered charity, 
Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


(2) ldem — A person (other than a qualified donee) 
who, after the valuation day of a charity, receives an 
amount from the charity is jointly and severally lia- 
ble with the charity for the tax payable under subsec- 
tion (1) by the charity in an amount not exceeding 
the amount by which the total of all such amounts so 
received by the person exceeds the total of all 
amounts each of which is 


(a) a portion of such an amount that is included in 
determining an amount in the description of C, D, 
E or F in subsection (1) in respect of the charity, 
or 


(b) the consideration given by the person in re- 
spect of such an amount. 


History: Subsec. 188(2) substituted by 1994, c. 21, s. 84, applica- 
ble where the registration of a charity is revoked pursuant to a no- 
tice of intention to revoke its registration that is mailed after 1992. 
That subsec. formerly read: 


(2) A person (other than a qualified donee) who, on or after 
the day that notice of the Minister’s intention to revoke the 
registration of a charity is mailed, receives any amount from 
that charity is jointly and severally liable with the charity for 
the tax imposed on the charity by subsection (1) in an amount 
not exceeding the amount by which the amount so received 
by the person from the charity exceeds the total of 


(a) the total of amounts so received by the person from 
the charity each of which is an amount described in para- 
graph (1)(d), (e) or (f), and 

(b) the consideration, if any, given by the person in re- 
spect of the amount so received by the person. 
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Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


(3) Transfer of property tax — Where, as a result 
of a transaction or series of transactions, property 
owned by a registered charity that is a charitable 
foundation and having a net value greater than 50% 
of the net asset amount of the charitable foundation 
immediately before the transaction or series of trans- 
actions, as the case may be, is transferred before the 
end of a taxation year, directly or indirectly, to one 
or more charitable organizations and it may reasona- 
bly be considered that the main purpose of the trans- 
fer is to effect a reduction in the disbursement quota 
of the foundation, the foundation shall pay a tax 
under this Part for the year equal to the amount by 
which 25% of the net value of that property deter- 
mined as of the day of its transfer exceeds the total 
of all amounts each of which is its tax payable under 
this subsection for a preceding taxation year in re- 
spect of the transaction or series of transactions. 


Related Provisions: 149.1(6.4) — Application to registered na- 
tional arts service organizations. 


Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


(4) Idem — Where property has been transferred to 
a charitable organization in circumstances described 
in subsection (3) and it may reasonably. be consid- 
ered that the organization acted in concert with a 
charitable foundation for the purpose of reducing the 
disbursement quota of the foundation, the organiza- 
tion is jointly and severally liable with the founda- 
tion for the tax imposed on the. foundation by that 
subsection in an amount not exceeding the net value 
of the property. 


Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


(5) Definitions — In this section, 


“net asset amount” of a charitable foundation at 
any time means the amount vii aaa by the 
formula 


A.—B 
where 


A is the fair market value at that time of all the 
property owned by the foundation at that time, 
and 


B is the total of all amounts each of which is the 
amount of a debt owing by or any other obliga- 
tion of the foundation at that time; 


Related Provisions: 257 — Formula cannot calculate to less than 
zero. 


“net value” of property owned by a charitable foun- 
dation, as of the day of its transfer, means the 
amount determined by the formula 


AB 


’ ‘Income Tax: Act 


where 

A: is the fair market value of the serge on. that 
day, and 

Bis the amount of any consideration given to the 
foundation for the transfer. 


Related Provisions: 257 a= Formula cannot calculate to less than 
zero. 


Pre-RSC History [s. 188]: The definition “net asset amount” was 


188(5)(a); “net value” was 188(5)(b). The pre-R:S.C.\ versions 
read: 
(a) “net asset amount” — “net asset amount” of a Charita- 


ble foundation at anytime means the amount by which the 
fair market value.at.that time of all the property owned-by the 
foundation at that time exceeds the aggregate of all amounts . 
each of which is the amount of a debt owing by or any other 
obligation of the foundation at that time; and ~ 


(b) “net value” — “net value” of property owned by a chari- 
table foundation, as of the day of its transfer, means -the 
amount by which the fair market value of the property on that 
day exceeds the amount of. any consideration. given to the 
foundation for the transfer. 


S. 188 added by 1984, c. 45, s. 78, applicable to taxation years com- 
mencing after 1983.” 


Definitions [s. 188]: “amount” — 248(1): Cohariable founda- 
tion”, “charitable organization”, “charitable purposes”, “charity”, 
“disbursement quotas — 149.11), 187.7; “Minister” — 248(1); 
“net asset amount”. — 188(5); BR value” — 188(5); “non-qualified 
investment” — 149, 1(1),. 187.7; “person”,  Dresceibed? += 248(1); 
“private foundation” — 149.1(1), 187.7: “property” — 248(1); 
“public foundation”, “qualified donee”, “qualified investment” — 
149.1(1), 187.7; “registered charity” —248(1); “related business”, 
“sbegilied gift” — 149.1(1), 187.7; “valuation day” == 188(1)(a)A; 
“winding-up period” — 188(1)(a)B. 


189. (1) Tax regarding non-qualified invest- 
ment — Where at any particular time in a taxation 
year a debt (other than a debt in‘ respect of which 


_ subsection: 80.4(1) applies" or would apply but for 


subsection 80. 4(3)) 4 is owing by a taxpayer to a regis- 
tered charity that is a private foundation and at that 
time the debt was a non-qualified investment of the 
foundation, the taxpayer shall pay a tax under this 
Part for the year equal to the amount, if any,’ ‘by 
which 


(a) the amount that would be payable as. interest 
on that debt for the period in the year during 
which it was outstanding and was a non-qualified 
investment of the foundation if the-interest.were 
payable at such prescribed rates as are in effect 
from time to time Sen the period 


exceeds 


(b) the amount of interest for the year paid on that 
debt by the taxpayer not later than 30 days after 
the end of the year. 


Related Provisions: 149.1(6.4) — i a eae to registered na- 
tional arts service organizations. 


Regulations: 4301(c) (prescribed rate of interest). 
Information Circulars: 80-10R: qe ie charities: Ag eats a 
registered charity. 


(2) Computation of interest on debt — For the 
purpose of paragraph (1)(a), where a debt in respect 


1524 


Part V — Tax re Registered Charities 


of which subsection (1) applies (other than a share or 
right that is deemed by subsection (3) to be a debt) is 
owing by a taxpayer to a private foundation, interest 
on that debt for the period referred to in that para- 
graph shall be computed at the least of 


(a) such prescribed rates as are in effect from 
time to time during the period, 


(b) the rate per annum of interest on that debt 
that, having regard to all the circumstances (in- 
cluding the terms and conditions: of the debt), 
would have been agreed on, at the time the debt 
was incurred, had the taxpayer and the foundation 
been dealing with each other at arm’s length and 
had the ordinary business of the foundation been 
the lending of money, and 


(c) where that debt was incurred before April 22, 
1982, a rate per annum equal to 6% plus 2% for 
each calendar year after 1982 and before the taxa- 
tion year referred to in subsection (1). 


Regulations: 4301(c) (prescribed rate of interest). 


(3) Share deemed to be debt — For the purpose 
of subsection (1), where a share, or a right to acquire 
a share, of the capital stock of a corporation held by 
a private foundation at any particular time during the 
corporation’s taxation year was at that time a non- 
qualified investment of the foundation, the share or 
right shall be deemed to be a debt owing at that time 
by the corporation to the foundation 


(a) the amount of which was equal to, 


(1) in the case of a share or right last acquired 
- before April 22, 1982, the greater of its fair 
-market value on April 21, 1982 and its cost 

amount to the foundation at the particular 

time, or 

(ii) in any other case, its cost amount to the 

foundation at the particular time, 


(b) that was outstanding throughout the period for 
which the share or right was‘held by the founda- 
tion during the year, and 


(c) in respect of which the amount of interest paid 


in the year is equal to the total of all amounts 
each of which is the amount of a dividend re- 
ceived on the share by the foundation in the year, 


and the reference in paragraph (1)(a) to “such pre- 
scribed rates as are in effect from time to time during 
the period” shall be read as a reference to “7/3 of such 
prescribed rates as are in effect from time to time 
during the period’. 


(4) Computation of interest with respect to a 
share — For the purposes of subsection (3), where 
a share or right in respect of which that subsection 
applies was last acquired before April 22, 1982, the 
reference therein to “*/; of such prescribed rates as 
are in effect from time to time during the period” 
shall be read as a reference to “‘the lesser of 


(a) a rate per annum equal to 4% plus 1% for 
each 5 calendar years contained in the period 
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commencing after 1982 and ending before the 
particular time, and 


(b) a rate per annum equal to 7/3 of such pre- 
scribed rates as are in effect from time to time 
during the year”. 


(5) Share substitution — For the purpose of sub- 
section (3), where a share or right is acquired by a 
charity in exchange for another share or right in a 
transaction after April 21, 1982 to which section 51, 
85, 85.1, 86 or 87 applies, it shall be deemed to be 
the same share or right as the one for which it was 
substituted. 


(6) Taxpayer to file return and pay tax — 
Every taxpayer who is liable to pay tax under this 
Part (except a charity that is liable to pay tax under 
[sub]section 188(1)) for a taxation year shall, on or 
before the day on or before which the taxpayer is, or 
would be if tax were payable by the taxpayer under 
Part I for the year, required to file a return of income 
or an information return under Part I for the year, 


(a) file with the Minister.a return for the year in 
prescribed form and containing prescribed infor- 
mation, without notice or demand therefor; 


(b) estimate in the return the amount of tax paya- 
ble by the taxpayer under. this, Part for the year; 
and 


(c) pay to the Receiver General the amount of tax 
payable by the taxpayer under this Part for the 
year. . 


Related Provisions: 150.1(5)— Electronic filing. 


History: The opening words of subsec. 189(6), and para. (6)(c), 
substituted by 1994,.c. 21, subsecs..85(1), (2), applicable after 1992. 
The opening words and para. (c) formerly read: 


(6) Taxpayer to file return and pay tax — Every taxpayer 
who is liable to pay tax under this Part for a taxation year 
shall, on or before the day on or before which. the taxpayer is 
required, or would be required if tax were payable by the tax- 
payer under Part I or if, in the case of a charity, the registra- 
tion thereof had not been revoked, to file a return of income 
or an information return under Part I for the year, 


(c) except where subsection 188(1) applies with respect to the 
payment of the tax, pay to the Receiver General the amount 
of tax payable by. the taxpayer under this Part for the year. 


Forms: T2046; Tax return where registration of a charity is re- 
voked; T2140: Part V tax return — tax on non-qualified invest- 
ments of a registered’ charity. 


(7) Interest — Where a taxpayer is liable to pay tax 


| under this Part and has failed to pay all or any part 


thereof on or before the day on or before which the 
tax was required to be paid, the taxpayer shall pay to 
the Receiver General interest at the prescribed rate 
on the amount that’ the taxpayer failed to pay com- 
puted from the day on or before which the tax was 
required to be paid to the day of payment. 


Related Provisions: 221.1 — Application of interest where legis- 
lation retroactive; 248(11) — Interest compounded daily. 


Pre-RSC History: Subsec. 189(7) added (and former subsec. (7) 
renumbered as (8)) by 1985, c. 45, s. 102, applicable after May 9, 
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1985, except that interest is not payable under subsec..189(7) on tax 
payable by a taxpayer under Part V for any period or portion of a 
period that is before May 10, 1985. 


Regulations: 4301 (prescribed rate of interest). 


(8) Provisions applicable to Part — Subsections 
150(2) and (3), sections 152 and 158, subsection 
161(11), sections 162 to 167 and Division J of Part I 
are applicable to this Part with such modifications as 
the circumstances require. 


Pre-RSC History: Subsec. 189(8) substituted by 1986, c. 6, s. 99, 
to add reference to subsection 161(11). 


Former subsec. 189(7) amended and renumbered 189(8) by 1985, c. 
45, s. 102, applicable after May 9, 1985. Former subsec. 189(7) 
read: ; 


(7) Provisions applicable — Subsections 150(2) and (3), 
sections 152 and 158, subsection 161(1) and sections 162 to 
167 and Division J of Part I are applicable, with such modifi- 
cations as the circumstances require, to this Part. 


Pre-RSC History [s. 189]: S. 189 added by 1984, c. 45, s. 78, 
applicable to taxation years commencing after 1983. 


Definitions. [s._ 189]: “amount” — 248(1); “arm’s length’ — 
251(1); “business” — 248(1); “calendar year” — Interpretation Act 
37(1)(a); “charitable foundation”, “charitable organization”, “chari- 
table purposes”, “charity” — 149.1(1), 187.7; “corporation” — 
248(1), Interpretation Act 35(1); “disbursement quota”, “dividend”, 
“Minister” — 248(1); “non-qualified investment” — 149.1(1), 
187.7; “prescribed” — 248(1); “private foundation” — 149.1(1), 
187.7, 248(1); “public foundation”, “qualified donee”, “qualified in- 
vestment” — 149.1(1), 187.7; “registered charity” — 248(1); “re- 
lated business” — 149.1(1), 187.7; “share” — 248(1); “specified 
gift”, “taxation year” — 149.1(1), 187.7; “taxpayer” — 248(1). 


Pre-RSC History [former Part V]: Former Part V, entitled “Re- 
fundable Tax in Respect of Ineligible Investments”, was repealed by 
1973-74, c. 14, s. 60, applicable to 1972 et seg.’ 


Part VI — Tax on Capital of 
Financial Institutions 


190. (1) Definitions — For the purposes of this 
Part, 


“financial institution” means a corporation that 
(a) is a bank, 


(b) is authorized under the laws of Canada or a 
province to carry on the business of offering its 
services as a trustee to the public, 


(c) is authorized under the laws of Canada or a 
province to accept deposits from the public and 
carries on the business of lending money on the 
security of real estate or investing in mortgages 
on real estate, 


(d) is a life insurance corporation that carries on 
business in Canada, or 


(e) is a corporation all or substantially all of the 
assets of which are shares or indebtedness of cor- 
porations described in any. of paragraphs (a) to 
(d) or this paragraph to which the corporation is 
related; 


Related Provisions: 253 — Extended meaning of “carrying on 
business in Canada”. 


Income Tax Act 


History: Paras. (d), (e) added to “financial institution” in subsec. 
190(1) by 1994, c..7, Sch. II (1991, c. 49), subsec. 156(1), applica- 
ble to taxation years ending after February 20, 1990. 


“long-term debt” means 


(a) in the case of a bank, its subordinated indebt- 
edness (within the meaning assigned by section 2 
of the Bank Act) evidenced by obligations issued 
for a term of not less than 5 years, 


(b) in the case of an insurance corporation, its 
subordinated indebtedness (within the meaning 
assigned by section 2 of the Insurance Compa- 
nies Act) evidenced by obligations issued for a 
term of not less than 5 years, and 


(c) in the case of any other corporation, its subor- 
dinated indebtedness (within the meaning that 
would be assigned by section 2 of the Bank Act if 
the definition of that expression in that section 
were applied with such modifications as the cir- 
cumstances require) evidenced by obligations is- 
sued for a term of not less than 5 years; 

History: The definition “long-term debt” in subsec. 190(1) substi- 


tuted by 1994, c. 21, subsec. 86(1), applicable after May 31, 1992. 
That definition formerly read: 


“long-term debt” means 


(a) in the case of a bank, its indebtedness evidenced by 
bank debentures, within the meaning assigned by the 
Bank Act, and 


(b) in the case of a corporation that is not a bank, its 
subordinate indebtedness evidenced by obligations issued 
for a term of not less than 5 years. 


“reserves’’, in respectof a financial institution for a 
taxation year, means the amount at the end of the 
year of all of the institution’s reserves, provisions 
and allowances (other than allowances in respect of 
depreciation or depletion) and, for greater certainty, 
includes any provision in respect of deferred taxes. 


History: The definition “reserves” added to subsec. 190(1) by 
1994, c. 21, subsec. 86(2), applicable to 1992 et seq. 


(1.1) Prescribed meanings — For the purposes 
of this Part, the expressions “attributed surplus”, 
“Canadian assets’’, “Canadian reserve. liabilities”, 
“total assets” and “‘total reserve liabilities” have the 
meanings that are prescribed. 

History: Subsec. 190(1.1) amended by 1994, c. 7, Sch. If (1991, c. 


49), subsec. 156(2), applicable to taxation years ending after Febru- 
ary 20, 1990. Subsec. (1.1) formerly read: 


(1.1) Prescribed expressions — For the purposes of this 
Part, the expressions “Canadian assets” and “total assets” 
have the meanings as may be prescribed. 


Regulations: 8603 (prescribed meanings of expressions). 


(2) Application of subsecs. 181(3) and (4) — 
Subsections 181(3) and (4) apply to this Part with 
such modifications as the circumstances require. 


History: Subsec. 190(2) substituted by 1994, c. 21, subsec. 86(3), 
applicable to 1992 et seg. That subsec. formerly read: 


(2) Accounting method — For the purposes. of reporting, 
calculating or determining an amount under this Part on a 
non-consolidated basis, the equity method of accounting shall 
not be used: 
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Pre-RSC. History [s. 190]: Subsec. 190(1). substituted, subsec. 
190(1.1) added by 1990, c. 39, s. 49, applicable to 1990 et seg. Sub- 
sec. 190(1) formerly read: 


190. (1) Definitions — In this Part, 


“bank” means.a bank to which the Bank.Act or the Quebec. \ 
Savings Banks Act applies; 


“financial institution” means a corporation that 
_ (a) is a bank, 


(b) is authorized under the laws of Canada or a province 
to carry on the business of offering its services as a trus- 
tee to the public, or = 


(c) is authorized under the laws of Canada or a-province 
to accept deposits from the public and.carries on the busi- 
ness of lending money on the security of real estate or 
investing money in mortgages or hypothecs on real 
estate; 


“long-term. debt” means 


(a) in the case of a corporation that is a bank, indebted- 
ness evidenced by bank debentures, within the meaning 
assigned by the Bank Act or the gtd Saegaitts Banks 
Act, and’ 


(b) in the case of a corporation that is not a bank, 
‘subordinate indebtedness evidenced by obligations issued © 
for a term of not less than five years: ( 


Definitions [s. 190]: “amount” — 248(1); “bank” — Interpreta- 
tion ‘Act 35(1); “business” sora “Canada” — 255; “carrying 
on business in Canada” — 253; “corporation” — 248(1), Interpre- 
tation Act 35(1); “life insurance corporation”, “prescribed” — 
248(1); “province” — Interpretation Act 35(1). 


Calculation of Capital Tax 


190.1 (1) Tax payable — Every corporation that is — 


a financial institution at any time during a taxation 
year shall pay a tax under this Part for the year equal 
to 1.25% of the amount, if any, by which its taxable 


capital employed in Canada for the year exceeds its — 


capital deduction for the year. 


Related Provisions: 18(1)(t) — Tax is non-deductible; 125.2 — 
Deduction of Part VI tax; 157(1) — Instalment and payment obliga- 
tions; 161(1),- (4.1) —- Interest; 190.1(1.1) — Additional tax on life 
insurance corporations; 190.1(1.2) — Additional tax on deposit-tak- 
ing institutions; 227(14) — No tax on corporation exempt under S. 
149. 


Application — s. 190.1: S. 157 of 1994, c. 7, Sch. II (1991, c. 49) 
provides that in its application to taxation years beginning before 
February 21, 1990 of corporations described in para. (d) or (e) of 
the definition “financial institution” in subsec. 190(1), s. 190.1-shall 
be read as follows: 


190.1 Every corporation that is a financial institution at any 
time during a taxation year shall pay a tax under this Part for 
the year equal to that proportion of 1.25% of the amount, if 
any, by which its taxable capital employed in Canada for the 
year exceeds its capital deduction for the year that the number 
of days in the year that are after February 20, 1990 is of 365. 


(1.1) Additional tax payable by life insurance 
corporations — Every life insurance corporation 
that carries on business in Canada at any time in a 
taxation year shall pay a tax under this Part for the 
year; in addition to any tax payable under subsection 
(1), equal to 1% of the amount determined by the 
formula 


S. 190.1(1.2) 
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where 


A. is its taxable capital employed in Canada for the 
_~ year, : | | 


Bis its capital allowance for the year; and 


C is the number of days in the year that are after 
February 25, 1992 and before 1999. 


Related Provisions: 18(1)(t)—Tax is non-deductible; 
125.2(3)(a) — No carryback of additional tax to year where it did 
not apply; 157(1) —Instalment and payment obligations; 161(1), 
(4.1) — Interest; 190.11 (Application rule) — Exclusion of deferred 
realized gains from taxable capital employed in Canada; 211.1 — 
Tax on investment income of life insurer: 227(14) — No tax on cor- 
poration exempt under s..149;.257 — Formula. cannot calculate to 
less than zero, 


History: The description of C in subsec. 190.1(1.1) amended by 
1997, c. 25, subsec. 53(1), applicable after February 25, 1992. The 
description of C formerly read: 


C is the number. of days in the year that are after February 
25,1992. and before 1996. 


» Subsec. 190.1(1.1) added by 1994, c. 21, s. 87, applicable to taxa- 


tion years ending after February 25, 1992 and, where a corporation 
elects under paragraph 88(2)(b) of the amending legislation [see 
under 190.11(b)(i) below], to its 1991 and subsequent taxation 
years, in which case: 


(a) the reference in subsec. 190.1(1.1) to “February 25, 1992” 
shall be read as. a reference to “the day immediately. preceding 
the first day of the corporation’s first taxation year that ends 
after 1990”, and 


(b) notwithstanding subsecs. 152(4) to (5), such assessments 
and determinations shall be made as are consequential on the 
application of subsec. 190.1(1.1) to the corporation’s taxation 
years that end before February 26, 1992. 


(1.2) Additional tax payable by deposit talang 
institutions — Every corporation (other than a life 
insurance corporation) that is a financial institution 
at any time in a taxation year shall pay a tax under 
this Part for the year, in addition to any tax payable 
under subsection (1), equal to the amount determined 
by the formula 


C 
0.0015 x (A — B) x —— 
( 365 


where 


A_ is the corporation’s taxable capital employed in 
Canada for the year; 


B is its enhanced capital deduction as the year; and 


oe) 


is the number of days in the year that are after 
February 27, 1995 and before November 1998. 
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190.17 — Enhanced capital deduction; 
257 — Formula cannot calculate to less than zero. 


Related Provisions: 


History: The description of C in subsec. 190.1(1.2) amended by 
1998, c. 19, s. 48, applicable to taxation years that end after Febru- 
ary 27, 1995. The description of C formerly read: 


C is the number of days in the year that are after Heprudy 
27, 1995 and before November 1997. 


The description of C in subsec. 190.1(1.2) amended by 1997, c. 25, 
subsec. 53(2), applicable to taxation years that end after February 
27, 1995. The description of C formerly read: 


Cis the number of days in the year that ‘are after February 
27, 1995 and before November 1996. 


Subsec. 190.1(1.2) added by 1996, c. 21, subsec. 49(1), applicable 
to taxation years that end after February 27, 1995. Subsec. 49(4) 
provides that no interest is payable under subsec. 161(2) in respect 
of any amount that became payable before July 1995 because of 
subsec: 190.1(1.2). 


(2) Short taxation years — Where a taxation year 
of a corporation is less than 51 weeks, the amount 
determined under subsection (1) for the year in re- 
spect of the corporation shall be reduced to that pro- 
portion of that amount that the number of days i in the 
year is of 365. 

History: Subsec. 190. 1(2) amended by 1994, ee 1, Sch. VII (1993, 
c. 24), s. 111, applicable to 1992 et seg. and, where a corporation 
that was a financial institution (within the meaning assigned by s. 
190) throughout each of its taxation years ending in 1991 so elects 
by notifying the Minister in writing before December 11, 1993, to 
its taxation years ending in 1991. Subsec. 190.1(2) formerly: read: 


(2) Short taxation years — Where a taxation year of a cor- 
poration is less than 51 weeks, the tax payable for the year by 
the corporation under this Part shall be that proportion of its 
tax otherwise payable under this Part for the year that the 
number of days in the year is of 365. 


(3) Deduction — There may be deducted in com- 
puting a corporation’s tax payable under this Part for 
a taxation year an amount equal to the total of 


(a) the amount, if any, by which 


(i) the corporation’s tax payable under Part I 
for the year 


exceeds the lesser of a 
(ii) the corporation’s Canadian surtax payable 


(within the meaning assigned by section 
125.3) for the year, and 


(iii) the amount that would, but for subsection 
181.1(4), be its tax payable under Part I.3 for 
the year, and 


“Income Tax Act 


(b) such part as the corporation claims of its un- 
used Part I tax credits and unused surtax credits 
for its 7 taxation years immediately before and its 
3 taxation years immediately after the year, 


to the extent that that amount does’ not éxceed the 
amount by which 


(c) the amount that would, but for subsection 
(1.2) and this subsection, be its tax payable under 
this Part for the year 


exceeds 


(d) the total of all amounts each of which is the 
amount deducted under subsection 125.2(1) in 
computing the corporation’s tax payable under 
Part I for a taxation year ending before 1992 in 
respect of its unused Part VI tax credit (within the 
meaning assigned by section 125.2) for the year. 


Related Provisions: 87(2)(j.91)—— Amalgamations — continu- 
ing corporation; 87(2.11) — Vertical amalgamations; 125.2(3)(a) — 
Limitation on carryover of Part VI tax; 161(7)(a)(x), 164(5)(h.2), 
164(5.1)(h.3) — Effect of carryback of loss etc.; 190.2 — Return. 


History: Para. 190.1(3)(c). amended by 1996, c. 21, subsec. 49(2), 
applicable to taxation years that end after February.27, 1995. Para. 
(c) formerly read: 


(c) the amount that would, but for this subsection, be its tax 
payable under this Part for the year 


Subsec. 190.1(3) added. by 1994, c. 7, Sch. VIII (1993, c. 24), s. 
111, applicable to 1992 et seq. and, where a corporation that was a 
financial institution (within the meaning assigned by s. 190) 
throughout each of its taxation years ending in’ 1991 so elects by 
notifying the Minister in writing before December 11, 1993, to its 
taxation years ending in 1991, oat that, in its application to such 
years, 


(a) paras. (a) and (b) shall be read as follows: 


“(a) the corporation’s tax payable under Part I for the 
year, and 


(b) such part as the corporation claims of its unused Part I 
tax credits for its 7 taxation years immediately before.and. 
.3 taxation years immediately after the year,” and 


(b) the reference in para. (d) to “1992” shall be read as “1991”. 


Forms: T1921: Calculation of unused Part VI tax credit and unused 
Part I tax credit. ) 


(4) Idem — For the purposes of this subsection and 
subsections (3), (5) and (6), 


(a) an amount may not be claimed under subsec- 
tion (3) in computing a corporation’s tax payable 
under this Part for a particular taxation year 


(i) in respect of its unused Part I tax credit for 
another taxation year, until its unused Part I 
tax credits for taxation years preceding the 
other year that may be claimed under this Part 
for the particular year have been claimed, and 


(ii) in respect of its unused surtax credit for 
another taxation year, until its unused: surtax 
credits for taxation years preceding the other 
year that may be claimed under Part [.3 or this 
Part for the particular year have been claimed; 
and 
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(b) an amount may be claimed under subsection 
(3) in computing a corporation’s tax payable 
under this Part for a particular taxation year 


-(i) in respect of its unused Part I tax credit for 
another taxation year, only to the extent that it 
exceeds the total of all amounts each of which 
is the. amount claimed in respect of that un- 
used Part I tax credit in computing its tax pay- 
able under this Part for a taxation year preced- 
ing the particular year, and 


(ii) in respect of its unused surtax credit for 
another taxation year, only to the extent that it 
exceeds the total of all amounts each of which 
is the amount claimed in respect of the unused 
surtax credit 


(A) in computing its tax payable under this 


Part for a taxation year preceding the par-— 


ticular year, or 


(B) in computing its tax payable under Part 
1.3 for the particular year or a taxation year 
preceding the particular year. 


Related Provisions: 87(2.11) — Vertical amalgamations. 


History: Subsec. 190.1(4) added by 1994, c. 7, Sch. VIII (1993, c. 
24), s. 111, applicable to 1992 et seg. and, where a corporation that 
was a financial institution (within the meaning assigned by s. 190) 
throughout each of its taxation years ending in 1991 so elects by 
notifying the Minister in writing before December 11, 1993, to its 
taxation years ending in 1991, except that, in its application to such 


years, subsec: (4) shall be read without esi adn to Piet SHS (a)(ii) 


and (b)(ii). 


(5) Definitions — For the purposes of subsections 
(3), (4) and (6), 


“unused Part I tax credit” of a corporation for a 


taxation year ending after 1991 means the amount, if | 


any, by which 


(a) the corporation’s tax payable under Part I for 


the year 
exceeds the total of 


(b) the amount that would, but for subsection (3), 
be its tax payable under this Part for the year, and 


(c) the corporation’s Canadian surtax payable 
(within the meaning assigned by section 125.3) 
for the year; 


“unused surtax credit” of a corporation for a taxa- 


tion year has the meaning assigned by subsection 


181.1(6). 


Related Provisions [subsec. 190.1(5)]: 87(2.11) — Vertical 
amalgamations. 


History: 1994, c. 21, subsec. 87(3), provides that where 


(a) a corporation elected under subsec. 111(2) of S.C. 1993, c. 
24 (Bill C-92), as described in the History annotation below, 


and 


(b) the corporation does not elect under para. 88(2)(b) of 1994, 
c. 21 [see under subpara. 190.11(b)(i), below], 


S. 190.1(6)(a)\@(A)TD 


for the purposes of determining the corporation’s unused Part I tax 
credit for the 199] taxation year, subsec. 190.1(5) shall be read as 
follows: ; 


(5) For the purpose of computing the amount that may, be- 
cause of paragraph (3)(b), be deducted. by a corporation in 
computing its tax payable under this Part for a particular taxa- 
tion year, in respect of its tax payable under Part I for a taxa- 
tion year ending in 1991, and for the purposes of subsections 
(4) and (6), the corporation’s “unused Part I tax credit” for 
the 1991 taxation year is the lesser of 


(a) the amount, if any, by which its tax payable under 
Part I for the 1991 taxation year exceeds the amount that 
would, but for subsection (3), be its tax payable under 
this Part for that year, and 


(b) its tax payable under this Part (determined without 
reference to subsections (1.1) and.(3)) for the particular 
year. 


Subsec. 190.1(5) added by 1994, c. 7, Sch. VIII (1993, c. 24), s. 
111, applicable to 1992 et seg. and, where a corporation that was a 
financial institution (within the meaning assigned by s. 190) 
throughout each of its taxation years ending in 1991 so elects by 
notifying the Minister in writing before December 11, 1993, to its 
taxation years ending in 1991, except that, in its application to such 
years, subsec. (5) shall be read as follows [but see History annota- 


| tion above]: 


(5) For the purposes of this subsection and subsections (3), 
(4) and (6), “unused Part I tax credit” of a corporation for a 
taxation year ending after 1990 means the amount, if any, by 
which its tax payable under Part I.for the -year exceeds. the 
amount that would, but for subsection (3), be its tax payable 
under this Part for the year. 


(6) Acquisition of control — Where at any time 
control of a corporation was acquired by a person or 
group of persons, no amount in respect of its unused 
Part I tax credit or unused surtax credit for a taxation 
year ending before that time is deductible by the cor- 
poration for a taxation year ending after the time and 
no amount in respect of its unused Part I tax credit or 
unused surtax credit for a taxation year ending after 
that time is deductible by the corporation for a taxa- 
tion. year ending before that time, except that 


(a) the corporation’s unused Part I tax credit and 
unused surtax credit for a particular taxation year 
that ended before that time is deductible by the 
corporation for a taxation year that ends after that 
time (in this paragraph referred to as the “subse- 
quent year’) to the extent of that proportion of 
the corporation’s tax payable under Part I for the 
particular year that 


(i) the amount, if any, by which 


(A) the total of all amounts’each of which 

is 
(I) its income under Part I for the par- 
ticular year from a business that was 
carried on by the corporation for profit 
or with a reasonable expectation of 
profit throughout the subsequent year, 
or 


(II) where properties were sold, leased, 
rented or developed or services were 
rendered in the course of carrying on 
that business before that time, its in- 
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come under Part I for the particular 
year from any other business all or sub- 
stantially all of the income of which 
was derived from the sale, leasing, 
rental or development, as the case may 
be, of similar properties or the render- 


is of the greater of 
(ii) the amount determined under subpara- 
graph (i), and 
(iti) the corporation’s taxable income for the 
particular year. 


ing of similar services Related Provisions: 87(2.11) — Vertical amalgamations; 
256(8) — Anti-avoidance — deemed exercise of right to increase 
exceeds voting power. 


(B) the total of all amounts each of which History: Paras. 190.1(6)(a) and (b) amended by 1998, c. 19, s. 202, 


is an amount deducted under paragraph 
111(1)(a) or (d) in computing its taxable 
income for the particular year in respect of 
a non-capital loss or a farm loss, as the 
case may be, for a taxation year in respect 
of any business referred to in clause (A) 


is of the greater of 


(ii) the amount determined under subpara- 
graph (i), and 


(ii1) the corporation’s taxable income for the 
particular year; and 


(b) the corporation’s unused Part I tax credit and 
unused surtax credit for a particular taxation year 
that ends after that time is deductible by the cor- 
poration for a taxation year (in this paragraph re- 
ferred to as the “preceding year’) that ended 
before that time to the extent of that proportion of 
the corporation’s tax payable under Part I for the 
particular year that 


(i) the amount, if any, by which 


(A) the total of all amounts each of which 

1S 
(I) its income under Part I for the par- 
ticular year from a business that was 
carried on by the corporation in the pre- 
ceding year and throughout the particu- 
lar year for profit or with a reasonable 
expectation of profit, or 


(II) where properties were sold, leased, 
rented or developed or services were 
rendered in the course of carrying on 
that business before that time, its in- 
come under Part I for the particular 
year from any other business all or sub- 
stantially all of the income of which 
was derived from the sale, leasing, 
rental or development, as the case may 
be, of similar properties or the render- 
ing of similar services 


exceeds 


(B) the total of all amounts each of which 
is an amount deducted under paragraph 
111(1)(a) or (d) in computing its taxable 
income for the particular year in respect of 
a non-capital loss or a farm loss, as the 
case may be, for a taxation year in respect 
of any business referred to*in clause (A) 
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applicable to acquisitions of control that occur after April 26, 1995 
Paras. 190.1(6)(a) and (b) formerly read: 


(a) where a business was carried on by the corporation in a 
taxation year ending before that time, its unused Part I tax 
credit and unused surtax credit for that year are deductible by 
the corporation for a particular taxation year ending after that 
time only if that business was carried on by the corporation 
for profit or with a reasonable expectation of profit through- 
out the particular year and only to the extent of that propor- 
tion of: the corporation’s tax payable under this Part for the 
particular year that 


(i) the amount, if any, by which 


(A) the total of its income under Part I for the partic- 
ular year from that business and, where properties 
were sold, leased, rented or developed or services 
were rendered in the course of carrying on that busi- 
ness before that time, its income under Part I for the 
particular year from any other business substantially 
all the income of which was derived from the sale; 
leasing, rental or development, as the case may be, of 
similar properties or the rendering of similar services 


exceeds 


(B) the total of all: amounts each of which «is. an 
amount deducted under paragraph 111(1)(a) or (d) in 
computing its taxable income under Part I for the 
particular year in respect of a non-capital loss. or! a 
farm loss, as the case may be, for a taxation year in 
respect of that business or the other business 


is of the greater of 
(ii) the amount determined under subparagraph (i), and 


(111) the corporation’s taxable income under Part I for the 
particular year; and 


(b) where a business was carried on by the corporation 
throughout a taxation year ending after that time, its unused 
Part I tax credit and unused surtax credit for that year are de- 
ductible by the corporation for a particular taxation year end- 
ing before that time only if that business was carried on by 
the corporation for profit or with a reasonable expectation of 
profit in the particular year.and only to the extent of that pro- 
portion of the corporation’s tax payable under this Part for the 
particular year that 


(i) the amount, if any, by which 


(A) the-total of its income under Part I for the partic- 
ular year from that business and, where properties 
were sold, leased, rented or developed or services 
were rendered in the course of carrying on that busi- 
ness before that time, its income under Part I for the 
particular year from any other business substantially 
all the income of which was derived from the sale, 
leasing, rental or development, as the case may be, of 
similar properties or the rendering of similar services 


exceeds 


(B) the total of all amounts each of which is an 
amount deducted under paragraph 111(1)(a) or (d) in 
computing its taxable income under Part I for the 
particular year in respect of a non-capital loss or a 
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farm loss, as the case may be; for a taxation year in 
respect of that business or the other. business 


is of the greater of 
(ii) the amount determined under dubbarauiot (i), and 


(i11) the corporation’s taxable income under Part I for the 
particular year. 


Subsec. 190.1(6) added by 1994, c. 7, Sch. VIII (1993, c. 24), s. 
111, applicable to 1992 et seq. and, where a corporation that was a 
financial institution (within the meaning assigned by s. 190) 
throughout each of its taxation years ending in 1991 so elects by 
notifying the Minister in writing before December 11, 1993, to its 
taxation years ending in 1991, except that, in its application to such 
years, subsec. (6) shall be read without reference to the expressions 
“or unused surtax credit” and “‘and unused surtax. credit’. 

1.T. Technical News: No. 7 (control by a Br OUP — 50/50 
arrangement). 

Definitions [s. 190.1]: “amount” — 181(3), 190(2), 248(1); “bus- 
iness” + 248(1); “Canadian surtax payable” — 125,3(4); “capital 
allowance” — 190.16; “capital deduction” — 190.15; “corpora- 
tion” — 248(1), Interpretation Act 35(1); “enhanced capital deduc- 
tion” — 190.17; “farm loss” — 111(8), 248(1); “financial institu- 
tion” — 190(1); “non-capital loss’ — 111(8), 248(1); “property” — 
248(1); “tax payable” — 248(2); “taxable capital employed in Can- 
ada” — 190.11; “taxation year” — 249; “unused Part I credit”, “un- 
used surtax credit” — 190.1(5). 


190.11 Taxable capital employed in Canada — 
For the purposes of this Part, the taxable capital em- 
ployed in Canada of a financial, institution for a taxa- 
tion year is, . 
(a) in the case of a financial institution other than 
a life insurance corporation, that proportion of its 
taxable capital for the year that its Canadian as- 
sets at the end of the year is of its total assets at 
the end of the year; 


(b) in the case of a life insurance corporation that 
was resident in Canada at any time in the year, 
the total of 


(i) that proportion of the amount, if any, by 
which the total of 


(A) its taxable capital for the year, and 


(B) the amount prescribed: for the year in 
- respect of the corporation 


exceeds 


(C) the amount prescribed for the year in 
respect of the corporation 


that its Canadian reserve liabilities as at the 
end of the year is of the total of 


(D) its total reserve liabilities as at the end 
of the year, and 


(E) the amount prescribed for the -year in 
respect of the corporation, and 


(ii) the amount, if any, by which 


(A) the amount of its reserves for the year 
(other than its reserves in respect of 
amounts payable out of segregated funds) 
that can reasonably be regarded as having 
been established in respect of its insurance 
businesses carried on in Canada 
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exceeds ‘the total of 


(B) all amounts each of which is the 
amount of a reserve (other than a reserve 
described in subparagraph 138(3)(a)(i)), to 
the extent that it is included in the amount 
determined under clause (A) and is de- 
ducted in computing its income under Part 
I for the year, 


(C) all amounts each of which is the 
amount of a reserve described in subpara- 
graph 138(3)(a)(i), to the. extent that it is 
included in the amount determined under 
clause (A) and is deductible under subpar- 
agraph 138(3)(a)@) in. computing. its in- 
come under Part I for the year, and | 


(D) all amounts each of which is the 
amount outstanding (including any interest 
accrued thereon) at the end of the year in 
respect of a policy loan (within the mean- 
‘ing assigned by subsection 138(12)) made 
by the corporation, to the extent that it is 
deducted in computing the total deter- 
mined under clause (C); and 


(c) in the case of a life insurance corporation that 
was non-resident throughout the year, its, taxable 
capital for the year. 


Related Provisions: 257 — Formula cannot calculate to less than 
zero [applies to amending legislation by virtue of Interpretation Act 
subsec. 42(3)], 


History: Clause 206 of 1998, c. 19, reads as follows: 


206. Where an amount in respect.of deferred realized gains or 
losses of a life insurance corporation is added or deducted, as 
the case may be, in computing its taxable capital employed i in 
Canada or capital under Part VI of the Act for a taxation year 
that ends after February 25, 1992 and began before 1999, the 
amount determined bythe formula 


(A —B) x C/D 


shall be deducted, or, where the amount is negative, the abso- 
lute value of the amount shall be added, in computing the cor- 
poration’s taxable capital employed in Canada under Part VI 
of the Act for the year, where 


A is the corporation’s taxable capital employed in Can- 
ada for the year under Part VI of the Act (determined 
without reference to‘ this section); 


B is the amount that would be the value’ of A if no 
amount.were added or deducted in computing the corpo- 
ration’s taxable capital employed in Canada or capital for 
the year under Part VI of the Act in respect of its deferred 
realized gains or losses, as the case may: be; 


C is the number of days in the year that are after Febru- 
ary 25, 1992 and before 1999; and 


D is the numberof days in the year: 


Subpara. 190.11(b)() substituted by 1994, c. 21, s. 88, applicable 
(by subsec. 88(2)): 


(a) to taxation years that’end after February 25, 1992; and 


(b) where a corporation so elects by notifying Revenue Canada 
in writing before the end of December 1994, to its 1991 and 
subsequent taxation years; and where such an election is made, 
notwithstanding subsecs. 152(4) to (5), such assessments and 
determinations in respect of any taxation year shall be made to 
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the corporation’s taxation years ending before February 26, 
1992 as are consequential on the election. 


That subpara. formerly read: 


(i) that proportion of its taxable capital for the year that its 
Canadian reserve liabilities at the end of the year is of its total 
reserve liabilities at the end of the year, and 


S. 190:11- substituted by 1994, c..7, Sch. II (1991; -¢. 49), s. 158, 
applicable to taxation years ending after February 20, 1990. S. 
190.11 formerly read: 


190.11. Taxable capital employed in Canada — For the 
purposes of this Part, the taxable capital employed in Canada 
of a corporation for a taxation year is that proportion of its 
taxable capital for the year that its Canadian assets for the 
year are of its total assets forthe year. 
Definitions [s. 190.11]: “amount” — 181(3), 190(2), 248(1); 
“Canadian assets” — 190(1.1), Reg. 8602, 8603(a); “Canadian re- 
serve liabilities” — 190(1,1), Reg. 2405(3), Reg. 8602, Reg. 
8603(b); “capital allowance” — 190.16; “corporation” — 248(1), 
Interpretation Act 35(1); “financial institution” — 190(1); “life in- 
surance corporation” — 248(1); “reserves” — 190(1); “resident in 
Canada” — 250; “taxable capital” — 190.12: “taxation year” — 
249; “total assets” — 190(1.1), Reg: 8602, Reg. 8603(a); “total re- 
serve liabilities” — 190(1.1), Reg. 2405(3), Reg. 8602, Reg. 
8603(b). : 
Regulations: 8605 (prescribed amounts for 190.11(b)(i)(B), (C) 
and (E)). 


190.12 Taxable capital — For the purposes of this 
Part, the taxable capital of a corporation for a taxa- 
tion year is the amount, if any, by which its capital 
for the year exceeds the total determined under sec- 
tion 190.14 in respect of its investments for the year 
in financial institutions related to it. 

Selected Cases [s. 190.12]: National Trust Co. vy. Canada, 
[1997] 1 C.T.C. 2549 (TCC) (Line-by-line analysis of book reserves 
required). ; 
Definitions [s. 190.12]: “amount” — 181(3), -190(2), 248(1); 
“capital” — 190.13;. “corporation” —248(1), Interpretation Act 


35(1); “financial institution” — 190(1); “investments in financial 
institutions” — 190.14; “taxation year” — 249, 


190.13 Capital — For the purposes of this Part, the 
capital of a financial institution for a taxation year is, 


(a) in the case of a financial institution other than 
a life insurance corporation, the amount, if any, 
by which the total at the end of the year of 


(i) the amount of its long-term debt, 


(ii) the amount of its capital stock (or, in the 
case of an institution incorporated without 
share capital, the amount of its members’ con- 
tributions), retained earnings, contributed sur- 
plus and any other surpluses, and 


(iii) the amount of its reserves, except to the 
extent that they were deducted in computing 
its income under Part I for the year, 


exceeds the total at the end of the year of 


(iv) the amount of its deferred tax debit bal- 
ance, and 


(v) the amount of any deficit deducted in com- 
puting its shareholders’ equity; 
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(b) in the case of a life insurance corporation that 
was resident in Canada at any time in the year, 
the amount, if any, by which the total at the end 
of the year of 


(i) the amount of its long-term debt, and 


(ii) the amount of its capital stock (or, in the 
case of an insurance corporation incorporated 
without share capital, the amount .of its mem- 
bers’, contributions), retained earnings, con- 
tributed surplus and any other surpluses 


exceeds the total at the end of the year of 


(iii) the amount of its deferred tax debit bal- 
ance, and 


(iv) the amount of any deficit deducted in 
computing its shareholders’ equity; and 


(c) in the case of a life insurance corporation that 


was non-resident throughout the year, the total at 


the end of the year of 
(i) the amount that is the greater of 
(A) the amount, if any, by which 


(1) its surplus funds derived from oper- 
ations (as defined in subsection 
138(12)) as of the end of the year, com- 
puted as if no tax were payable under 
Part I.3 or this Part for the year 


exceeds the total of all amounts each of 

which is M 
(II) an amount on which it was required 
to pay, or would but for subsection 
219(5.2) have been required to. pay, tax 
under Part XIV for a preceding taxation 
year, except the portion, if any, of the 
amount on which tax was payable, or 
would have been payable, because of 
subparagraph 219(4)(a)(i.1), and 


(I) an amount on which it was re- 
quired to pay, or would but for subsec- 
tion 219(5.2) have been required to 
pay, tax under subsection 219(5.1) for 
the year because of the transfer of an 
insurance business to which subsection 
138(11.5) or (11.92) has applied, and 


(B) its attributed surplus for the year, 


(ii) any other surpluses relating to its insur- 
ance businesses carried on in Canada, 


(ili) the amount of its long-term debt that can 
reasonably be regarded as relating to its insur- 
ance businesses carried on in Canada, and 


(iv) the amount, if any, by which 


(A) the amount of its reserves for the year 
(other than its reserves in ‘respect of 
amounts payable out of segregated funds) 
that can reasonably be regarded as having 
been established in respect of its insurance 
businesses carried on in Canada 
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exceeds the total of 


(B) all amounts each of which is the 
amount of a reserve (other than a reserve 
described in subparagraph. 138(3)(a)(i)), to 
the extent that it is included in the amount 
determined under clause (A) and ‘is: de- 
ducted in computing its income under Part 
I for the year, 


‘(C) all amounts each of which is the 
amount of a reserve described in subpara- 


graph 138(3)(a)(i), to the extent that it is’ 


included in the amount determined under 
clause (A) and is deductible under subpar- 


agraph 138(3)(a)G) in computing its. in-. 


come under Part I for the year, and 


(D) all amounts each of which is the 
amount outstanding (including any interest 
accrued thereon) at the end of the year in 
respect of a policy loan (within the mean- 
ing assigned by subsection 138(12)) made 
by the corporation, to the extent that it is 
deducted in computing the amount deter- 
mined under clause (C). 


History: Subpara. 190.13(c)(i) amended by 1998, c. 19,.s..203, ap- 
plicable to 1994 et seg. Subpara. 190.13(c)(i) formerly read: 


(i) the greater of its surplus funds derived from operations 

(within the meaning assigned by subsection 138(12)), com- 
puted as if no tax were payable by it under Part I.3 or this Part 
for the year, and its attributed Spans for the year, 


The. opening words of para. 190.13(a) substituted by 1994, RIA IR 
subsec. 89(1), applicable to 1992 et seq. The opening words of that 
para. formerly read: © 


(a) in the case of a financial institution other than a life insur- 
ance corporation, the amount, if any, by which the total, com- 
puted at the end of the year on a non-consolidated basis, of 


All that portion of para. 190.13(a) between subparas. (ii) and (iv) 
substituted by 1994, c. 21, subsec. 89(2), applicable to 1992 et seq. 
That portion. of the para. formerly read: 


(iii) the amount of its provisions or reserves (including, 
for greater certainty, any provision or reserve in respect 
of deferred taxes), except to the extent that they are de- 
ducted in computing its income under Part I for the year, 


exceeds the total so computed of 


The opening words of para. 190.13(b) substituted by 1994, c. 21, 
subsec. 89(3), applicable to 1992 et seg. The opening words of that 
para. formerly read: 


(b) in the case of a life insurance corporation that was resi- 
dent in Canada at any time in the year, the amount, if any, by 

- which the total, computed at the end of the year on a non- 
consolidated basis, of 


That portion of para. 190.13(b) between subparas. (ii) and (111) sub- 
stituted by 1994, c. 21, subsec. 89(4), applicable to 1992 et seg. 
That portion of the para. formerly read: 


exceeds the total so computed of 


29 si6. Should be “investment”. 


S.'190.14(b) 


All that portion of para. 190,13(c) preceding subpara,. (ii) substi- 
tuted by 1994, c. 21, subsec, 89(5), applicable to 1992 et seg. That 
portion of the para. formerly read: 


., (c).in the case of a life insurance corporation. that was non- 
resident throughout the year, the total, computed at the end of 
the year on a non- -consolidated basis, of 


(i) the greater of its surplus funds derived from. opera- 
tions (within the meaning assigned by subsection 
138(12)) and its attributed surplus for the year, 


S. 190.13 substituted by 1994, Co ono Cie LL (loos C45) Senos 
applicable to taxation years ending after February 20, 1990. S. 
190.13 formerly read: 


190.13 Capital — For the purposes of this Part, the capital of 
a corporation for a taxation year is the amount, if any, by 
which the’ total, computed at the end of the year on a ‘non- 
consolidated basis, of 


(a) the amount of its long-term debt, 


(b) the amount of its capital stock (or, in the case of a 
corporation incorporated without share capital, the 
amount of its members’ contributions), retained earnings, 
contributed surplus and any other surpluses; and 


(c) the amount of its provisions or reserves (including, 
for greater certainty, any reserve or provision in respect 
_of deferred taxes), except to the extent that they were de- 
ducted in computing its income under Part I for the year, 


exceeds the total of 
(d) the amount of its deferred tax debit balance; and 


(e) the amount of any deficit deducted in computing its 
shareholders’ equity at the end of the year. 


Definitions [s. 190.13]: “amount” — 181(3), 190(2), 248(1); “at- 
tributed surplus” — 190(2), Reg. 2405(3), 8602, 8603(b); “corpora- 
tion” — 248(1), Interpretation Act 35(1); “financial institution” — 
190(1); “<nsurance corporation”, “life insurance corporation” — 
248(1); “long-term debt’, “reserves” —- 190(1); “taxation year’ — 
249. 


190.14 Investment in related institutions — A 


_corporation’s investments?? for a taxation year in a 


financial institution related to it is, 


(a) in the case of a corporation that was resident 
in Canada at any time in the year, the total of 


(i) all amounts each of which is the carrying 
value at the end of the year of 


(A) any share of the capital stock of the fi- 
nancial institution, or 


(B) any long-term debt of the financial 
institution 


that is owned by the corporation at the end of 
the year (and, where the corporation 1s_a life 
insurance corporation, that is non-segregated 
property within the meaning assigned by sub- 
section 138(12)), and 


(ii) the amount of any surplus of the financial 
institution contributed by the corporation, 
other than an amount included under subpara- 
graph (i); and 
(b) in the case of a life insurance corporation that 
was ‘non-resident throughout the ‘year, the total 
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that would, if the corporation were resident in 
Canada in the year, be determined under para- 
graph (a) in respect of the corporation for the 
year in respect of shares and long-term debt of 
the financial institution that were used by the cor- 
poration in, or held by it in the year in the course 
of, carrying on an insurance business in Canada 
and in respect of surplus of the financial institu- 
tion contributed by the corporation. 


Related Provisions: 190.15(6) — Related financial institution. 


History: All that portion of subpara. 190.14(a)(i) preceding cl. (B) 
substituted by 1994, c. 21, s. 90, applicable to 1992 et seg. That 
portion of the subpara. formerly read: 


(i) the cost to it, that would be shown on its balance sheet at 
the end of the year if its balance sheet were prepared on a 
non-consolidated basis, of 


(A) any share of the capital stock of the financial institu- 
tion, and 


S. 190.14 substituted by 1994, c. 7, Sch. II (1991, c.'49), s. 159, 
applicable to taxation years ending after February 20; 1990. S. 
190.14 formerly read: 


190.14 Investment in related institutions — A corpora- 
tion’s investments for a taxation year in a financial institution 
related to it is the total of 


(a) the cost to it, which would be shown on its balance 
sheet at the end of the year if its balance sheet were pre- 
pared on a non-consolidated basis, of 


(i) any share of the capital stock of the financial in- 
stitution, and 


(ii) any long-term debt of the financial institution 
owned by the corporation at the end of the year, and 


(b) the amount of any surplus of the institution.at the end 

of the year contributed by the corporation, other than an 

amount included under paragraph (a). 
Definitions [s. 190.14]:. “amount” — 181(3), 190(2), 24861); 
“carrying value” — 181(3), 190(2); “corporation” — 248(1), Inter- 
pretation Act 35(1); “financial institution” — 190(1); “life insur- 
ance corporation” — 248(1); “long-term debt” — 190(1): “re- 
lated” — 190.15(6), 251; “resident in Canada” — 250: “share” — 
248(1); “taxation year” — 249. 


190.15 (1) Capital deduction — For the purposes 
of this Part, the capital deduction of a corporation for 
a taxation year during which it was at any time a fi- 
nancial institution is the total of $200,000,000 and 
the lesser of . . 


(a) $20,000,000, and 


(b) '/s of the amount, if any, by which its taxable 
capital employed in Canada for the year exceeds 
$200,000,000, vate 


unless the corporation was related to another finan- 
cial institution at the end of the year, in which case, 
subject to subsection (4), its capital deduction for the 
year is nil. 


(2) Related financial institution — A corpora- 
tion that is a financial institution at any time during a 
taxation year and that was related to another finan- 
cial institution at the end of the year may file with 
the Minister an agreement in prescribed form on be- 
half of the related group of which the corporation is 
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a member under which an amount that does not ex- 
ceed the total of $200,000,000 and the lesser of 


(a) $20,000,000, and 


(b) '/s of the amount, if any, by which the total of 
all amounts, each of which is the taxable capital 
employed in Canada of a financial institution for 
the year that is a member of the related group, 
exceeds $200,000,000 


is allocated among the members of the related group 
for the taxation year. 


Related Provisions: 190,15(6)— Where corporations deemed 
not related. 


Forms; T2045: Agreement among related financial institutions. 


(3) Idem — The Minister may request a corporation 


that is a financial institution at any time during a tax- 
ation year and that was related to any other financial 
institution at the end of the year to file with the Min- 
ister an agreement referred to in subsection (2) and, 
if the corporation does not file such an agreement 
within 30 days after receiving the request, the Minis- 
ter may allocate an amount among the members of 


_ the related group of which the corporation is a mem- 


ber for the year not exceeding the total of 
$200,000,000 and the lesser of 


(a) $20,000,000, and 


(b) /s of the amount, if any, by which the total of 
all amounts, each of which is the taxable capital 
employed in Canada of a financial institution for 
the year that is a member of the related group, 
exceeds $200,000,000. 

History: Paras. 190.15(1)(b), (2)(b), (3)(b) substituted by 1994, c. 


7, Sch. II (1991, c. 49), subsecs. 160(1)-(3), applicable to 1990 et 
seq. Those paras. formerly read: 


(b) /s of the amount, if any, by which the amount that would 


be the corporation’s taxable capital ‘for the year if its capital 
deduction for the year were nil exceeds $200,000,000, 


(b) '/s of the amount, if any, by which the total-of all amounts, 
each of which is the amount that would be the taxable capital 
of a financial institution that is a member of the related group 
if its capital deduction for the year were nil, exceeds 
$200,000,000 : 


(b) Ys of the amount if any, by which the total of all amounts, 
each of which is the amount that would be the taxable capiial 
of a financial institution that is a member of the related group 
if its capital deduction for the year were nil, exceeds 

$200,000,000. 3 ' 


(4) Idem — For the purposes of this Part, the least 
amount allocated for a taxation year to each member 
of a related group under an agreement described in 
subsection (2) or by the Minister pursuant to subsec- 
tion (3) is the capital deduction for the taxation year 
of that member, but, if no such allocation is made, 
the capital deduction of each member of the related 
group for that year is nil. 


(5) Idem — Where a corporation (in this subsection 
referred to as the “first corporation”) has more than 


| one taxation year ending in the same calendar year 


1534 


Part VI — Financial Institutions Capital Tax 


and is related in 2 or more of those taxation years to 
another corporation that has a taxation year ending in 
that calendar year, the capital deduction of the first 
corporation for each such taxation year at the end of 
which it is related to the other corporation is, for the 
purposes of this Part, an amount equal to its capital 
deduction for the first such taxation year. 

Related Provisions: 190.16(5) — Rule in 190.15(5) applies to 


allocation of capital allowance; 190.17(5) — Rule in 190.15(5) ap- 
plies to allocation of enhanced capital deduction. 


(6) idem — Two corporations that. would, but for 
this subsection, be related to each other solely be- 
cause of 


(a) the control of any corporation by Her Majesty 
in right of Canada or a province, or 


(b) a right referred to in paragraph 251(5)(b), 


are, for the purposes of this section and section 
190.14, deemed not to be related to each other ex- 
cept that, where at any time a taxpayer has a right 
referred to in paragraph 251(5)(b) with respect to 
shares and it can reasonably be considered that one 
of the main purposes for the acquisition of the right 
was to avoid any limitation on the amount of a cor- 
poration’s capital deduction for a taxation year, for 
the purpose of determining whether a corporation is 
related to any other corporation, the corporations are, 
for the purpose of this section, deemed to be in the 
same position in relation to each other as if the right 
were immediate and absolute and as if the taxpayer 
had exercised the right at that time. 

Related Provisions: 190.16(5) — Rule in 190.15(6) applies to 


allocation of capital allowance; 190.17(5) — Rule in 190.15(6) ap- 
plies to allocation of enhanced capital deduction. 


History: The closing words of subsec. 190.15(6).amended by 1998, 
c. 19, s. 204, applicable after April 26, 1995. The closing words 
formerly read: 


shall, for the purposes of this section and section 190.14, be 
deemed not to be related to each other except that, where at 
any time a taxpayer has a right referred to in paragraph 
251(5)(b) with respect to shares and it can reasonably be con- 
sidered that one of the main purposes of the acquisition of the 
right was to avoid any limitation on the amount of a corpora- 
tion’s capital deduction for a taxation year, for the purpose of 
determining whether a corporation is related to any other cor- 
poration, the corporations shall, for the purposes of this sec- 
tion, be deemed to be in the same position in relation to each 
other as if the taxpayer owned the shares. 


Subsec. 190.15(6) added by 1994, c. 7, Sch. VII (1993, c. 24), s. 
112, applicable to 1989 et seg. 


Pre-RSC History [ss. 190.1-—190.15]: Ss. 190.1 to 190.15 sub- 
stituted for ss. 190.1 to 190.18 by 1990, c. 39, s. 50, applicable to 
1990 et seg. Ss. 190.1 to 190.18 formerly read: 


Calculation of Capital Tax 


190.1 (1) Tax payable — Every corporation that is a finan- 
cial institution at any time during a taxation year shall pay a 
tax under this Part for the year equal to 1.25% of the amount, 
if any, by which its taxable capital employed in Canada for 
the year exceeds its capital deduction for the year. 


(2) Tax calculated — The tax payable under this Part by a 
corporation for a taxation year is the amount determined by 
the formula 
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B 
OI2SE ARK = 
365 


where 


A is its taxable capital for the year determined under section 
190.11; and 


Bis the number of days in the year on which it is. a finan- 
cial institution. 


190.11 Taxable capital (A) — The taxable capital of a cor- 
poration for a taxation year is the amount determined by the 
formula 


where 


C is its capital for the immediately preceding taxation year 
determined under section 190.12; 


D is the total of its investments for the year in financial in- 
stitutions related to it determined under section 190.13; 


Eis its Canadian assets for the year determined under sec- 
tion 190.14; 


F is its total assets for the year determined under section 
190.15; 


G _ is its investment allowance for the year determined under 
section 190.16; and 


H is its capital deduction for the year determined under sec- 
tion 190.17. 


190.12 Capital (C) — The capital of a corporation for a taxa- 
tion year is, 


(a) in the case of a corporation that is a bank, the amount, 
if any, by which the total, computed at the end of the year 
on a non-consolidated basis, of 


(i) the outstanding long-term debt issued by the bank, 
(ii) its tax-paid appropriations for contingencies, and 


(iii) its capital stock, contributed surplus, general re- 
serve and retained earnings balances that would be 
shown in its statement of changes in shareholders’ 
equity for the year under paragraph 215(3)(d), and 
Schedule N to the Bank Act or paragraph 53(2)(d) 
and Schedule D to the Quebec Savings Banks Act if 
that statement were required to be prepared on a non- 
consolidated basis, 


exceeds any debit balance of its tax allowable appropriations 
for contingencies; and 


(b) in the case of a corporation that is not a bank, the 
total, computed at the end of the year on a non-consoli- 
dated basis, of 


(i) the outstanding long-term debt issued by the 
corporation, 


(ii) its paid-up capital, 


(iii) its retained earnings, contributed surplus and any 
other surplus, and 


(iv) its reserves, other than any reserve of a reasona- 
ble amount for deferred income tax or that is permit- 
ted to be deducted in computing the income of the 
corporation. 


190.13 Investments in related financial institutions — A 
corporation’s investment for a taxation year in a financial in- 
stitution related to it is the total. of 


(a) the cost to it, that would be shown on its balance sheet 
at the end of the immediately preceding taxation year if 


S. 190.15 


its balance sheet were prepared on a non-consolidated ba- 
sis, of 


(i) any share of the capital stock of the institution, 
and 


(ii) any long-term debt of the institution 


owned by the corporation at the end of that preceding 
taxation year; and 


(b) the amount of any surplus of the institution at the end 
of the immediately preceding taxation year contributed 
by the corporation, other than any amount included under 
paragraph (a). 


190.14 Canadian assets of corporation (E) — The Cana- 
dian assets of a,corporation for a taxation year is the amount 
determined by the formula 


1=(P +?) 


I is the total of the amounts at which the assets of the cor- 
poration (which are required or, if the corporation were a 
bank to which the Bank Act applied, would be required to 
be reported under subsection 223(1) and Schedule Q of 
the Bank Act if Schedule Q thereof were prepared on a 
non-consolidated basis) would be shown on its balance 
sheet at the end of its immediately preceding taxation 
year if its balance sheet were prepared on a non-consoli- 
dated basis; 


where 


D is the total of the corporation’s investments for the year 
in financial institutions related to it determined under 
section 190.13; and 


P is the total of amounts outstanding at the end.of the im- 
mediately preceding taxation year on account of deposits 
made by the corporation that are described in paragraph 
(c) of the definition “eligible loan” in subsection SOL) 


190.15 Total assets of corporation (F) — The total assets 
of a corporation for a taxation year is the amount determined 
by the formula 


J-D 
where 


J is the total of the amounts at which the assets of the cor- 
poration would be shown on its balance sheet at the end 
of its immediately preceding taxation year if its balance 
sheet were prepared on a non-consolidated basis; and 


D is the total of its investments for the year in financial in- 
stitutions related to it determined under section 190.13. 


190.16 Investment allowance (G) — The investment allow- 
ance of a corporation for a taxation year is the amount deter- 
mined by the formula 


(c-p) x 


C is its capital for the immediately preceding taxation year 
determined under section 190.12; 


where 


D is the total of its investments for the year in financial in- 
Stitutions related to it determined under section 190.13: 


K _ is the cost to it, that would be shown on its balance sheet 
at the end of its immediately preceding taxation year if its 
balance sheet were prepared on a non-consolidated basis, 
of shares of the capital stock of other corporations resi- 
dent in Canada (other than financial institutions related to 
it at the end of that preceding taxation year) not less than 
20% of the issued share capital (having full voting rights 
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-under all circumstances) of which is owned by it at the 
end of that preceding taxation year; and 


F _ is its total assets for the year determined under section 
190.15. 


190.17 (1) Capital deduction (H) — Subject to subsection 
(4), the capital deduction of a-corporation for a taxation year 
during which it was at any time a financial institution is the 
aggregate of $200,000,000 and the lesser of 


(a) $20,000,000, and 


(b) '/s of the amount, if any, by which the amount that 
would be the corporation’s taxable capital for the year if 
its capital deduction for the’ year were nil exceeds 
$200,000,000, 


unless the corporation was related to another financial institu- 
tion at the end of the immediately preceding taxation year. 


(2) Capital deduction (H) of related group — A corpora- 
tion that is a financial institution at any time during a taxation 
year and that was related to another financial institution at the 
end of the immediately preceding taxation year may file with 
the Minister in prescribed form an agreement on behalf of the 
related group of which the corporation is a member under 
which an amount that does not exceed the aggregate of 
$200,000,000 and the lesser of 


(a) $20,000,000, and 


(b) ‘/s of the amount, if any, by which the aggregate of all 
amounts, each of which is the amount that would be the 
taxable capital of a financial institution that is a member 
of the related group if its capital deduction for the year 
were nil, exceeds $200,000,000 


is allocated among the members of the related group for the 
taxation year. » 


(3) Allocation by Minister — The Minister may request a 
corporation that is a financial institution at any time during a 
taxation year and that was related to any other financial insti- 
tution at the end of the immediately preceding taxation year 
to file with him an agreement referred to in subsection (2) and 
if the corporation does not file such an agreement within 30 
days after receiving the request, the Minister shall allocate an 
amount among the members of the related group of which the 
corporation is a member for the year not exceeding the aggre- 
gate of $200,000,000 and the lesser of 


(a) $20,000,000, and 


(b) /s of the amount, if any, by which the aggregate of all 
amounts, each of which is the amount that would be the 
taxable capital of a financial institution that is a member 
of the related group if its capital deduction for the year 
were nil, exceeds $200,000,000. 


(4) Capital deduction of related corporation — The 
amount allocated for a taxation year to each member of a re- 
lated group under an agreement described in subsection (2). or 
by the Minister pursuant to subsection (3) is the Capital de- 
duction for the taxation year of that member ‘but, if no such 
allocation is made, the capital deduction of each member of 
the related group for that year is nil. 


Special Rules 


190.18 (1) Calculations for new corporations — For the 
purposes of calculating the tax payable under this Part by a 
corporation (other than a corporation formed as a result of an 
amalgamation within the meaning assigned by section 87) for 
its first taxation year, any determination or calculation re- 
quired to be made under this Part by reference to the corpora- 
tion’s immediately preceding ‘taxation year shall be made by 
reference to the first taxation year of that corporation. 


(2) Amalgamations — Subject to subsection (3), for the pur- 
poses of calculating the tax payable under this Part by a new 
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corporation formed-as a result of an,amalgamation within the 

_meaning assigned by section 87, the.new corporation shall be 
deemed to be the same corporation as and a continuation of 
each predecessor corporation. 


(3) Fiscal periods, of new corporation — Subsection (2), 

_ does not affect the determination of the fiscal period of. the 
new corporation or its predecessor corporations for the pur- 
poses of determining the taxation year of the corporation 
under subsection 249(1). 


Subsec. 190. 1(2) substituted by 1988,-c. 55, s. 154, gens to 
1988 et seg. Subsec. 190.1(2) formerly read: 


(2) Tax (N) calculated —T he capital tax payable under this 
Part by a corporation for a taxation year is the amount deter- 
mined by the formula 


BOSS GAC EX ost 
365 


where 


A is its taxable capital forthe year determined under section 
190.11; and 


B. is the number of days in the year that are after) 1985 and 
before 1988 on which it is a financial institution. 


5. 190.14 substituted by 1988, c. 55, .s..155, applicable to 1988 et 
Bed. S. 190.14 formerly read: 


190.14 Canadian assets of a reaioh (E)— The fais 
dian assets of a corporation for a taxation a is the amount 
determined by the formula’ 


OF i Dd" 
where } 


Ihe TiS the total of-the amounts at which the assets of the cor- 
poration ( which are required or, if the corporation were a 
bank to which the Bank Act applied, would be required to 

_ be reported under subsection 223(1) and Schedule Q to 
the Bank Act if Schedule Q thereof were prepared on a 

_ non-consolidated basis) would be shown on its balance 
sheet at the end of its)immediately preceding taxation 
year if its balance sheet were prepared on a non-consoli- 
dated basis; and 

D_ is the total of its investments for the year in financial in- 

~~ stitutions related to it determined under section 190.13. 
Subsecs. 190.17(1) to (3) substituted by 1988, c. 55, s. 156, applica- 
ble to 1988 et seg.. For a taxation year commencing before 1988 
and ending after 1987, there shall be added in determining a corpo- 
ration’s capital deduction under section 190.17 that proportion of 
the amount, if any, by which 


(a) the amount that would, but for this subsection, be the taxa- 
ble capital of the corporation for the.year _ 


exceeds 
~(b) 80% of the amount, if any, by which 


(i) the amount that would be the taxable capital of the cor- 
poration for the year if its Sapte deduction for the year 
were nil 


exceeds 


(ii) where the corporation was not related to another finan- 


cial. institution at the end of the immediately preceding tax- | 


ation year, $300,000,000, and 
(iii) in any other case, that proportion of $300,000,000 that 


(A) the amount, that would, but for this subsection, be 
the capital deduction of the corporation for the year 


is. of 


(B) the aggregate of all amounts each of whichis the 
amount that would, but for this subsection, be the capi- 


S. 190.16(1)(d)@ 


tal deduction for the year of the corporation or another 
financial institution to which the corporation was re- 
lated at the end of the PN preceding taxation 
year 
that ; {e 
(c) the number of days in the year that are before 1988 
is of 
(d) the number of days in the year. 
Subsecs. 190.17(1) to (3) formerly read: 


190. sig av GN) Capital deduction earn to. subsection 
(4), the capital deduction of a corporation for a taxation year 
during which it was.at, any .time a. financial institution is 
$300,000, 000, unless the corporation was related to another 

~ financial institution at the end of the immediately preceding 
taxation year. 


_(2) Capital deduction (H) of related group — A corpora- 
~ tion that is a financial institution at any time during a taxation 
year and that was related to another financial institution at the 
end of the immediately preceding taxation year may file with’ 
the Minister in:prescribed form an agreement.on behalf of the 
related group of which it is a member under which an amount 
that does not exceed $300,000,000 is allocated among the 
members of the related group for the taxation year. 
(3) Allocation of capital deduction by Minister — The 
Minister may request a corporation that is a financial institu- 
tion at any time during a taxation year and that was related to 
any other financial institution at the end of the immediately 
preceding taxation year to file with him an agreement referred 
to in subsection (2) and if the corporation does not file such 
an agreement within 30 days after receiving the request, the 
Minister’ shall allocate’ an’ amount not exceeding 
$300,000,000 among the members of the related group for the 
taxation year. 
Definitions [s. 190.15]: “amount” — 181(3), 190(2), .248(1); 
“calendar year” — Interpretation Act 37(1)(a); “corporation” — 
248(1), Interpretation Act. 35(1); “financial institution” — 190(1); 
“Minister” — 248(1); “province” — Interpretation Act 35(1);, “re- 
lated” — 190.15(6), 251; “related group” — 251(4); “taxation 
year” — 249. 


190.16 (1) Capital allowance — For the purposes 
of this Part, the capital allowance fora taxation year 
of a life insurance corporation that carries on busi- 
ness in Canada at any time in the year is the total of 


(a) $10,000,000, 


(b) '/ of the amount, if any, by which the lesser 
of 


(i) $50,000,000, and 


(ii) its taxable capital employed i in se title for 
the year 


exceeds $10,000,000, 


(c) Ys of the amount, if any, “by which the lesser 
of ; 


(i) $100,000,000, and 


(ii) its taxable a, employed in Canada for 
the year 


exceeds $50,000,000, 


(d) '/ of the amount, if any, by which the lesser 
of 


(i) $300,000,000, and 
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(ii) its taxable capital employed in Canada for 
the year 


exceeds $200,000,000, and 


(e) */4 of the amount, if any, by which its taxable 
capital employed in Canada for the year exceeds 
$300,000,000, 


unless the corporation is related at the end of the 
year to another life insurance corporation that carries 
on business in Canada, in which case, subject to sub- 
section (4), its capital allowance for the year is nil. 


(2) Related life insurance corporation — A life 
insurance corporation that carries on business in 
Canada at any time in a taxation year and that is re- 
lated at the end of the year to another life insurance 
corporation that carries on business in Canada may 
file with the Minister an agreement, in prescribed 
form on behalf of the related group of life insurance 
corporations of which the corporation is a member, 
under which an amount that does not exceed the total 
of 


(a) $10,000,000, 


(b) '/4 of the amount, if any, by which the lesser 
of 


(i) $50,000,000, and 


(ii) the total of all amounts, each of which is 
the taxable capital employed in Canada of a 
life insurance corporation for the year that is a 
member of the related group, 


exceeds $10,000,000, 


(c) /4 of the amount, if any, by which the lesser 
of 


(i) $100,000,000, and 


(ii) the total of all amounts, each of which is 
the taxable capital employed in Canada of a 
life insurance corporation for the year that is a 
member of the related group, 


exceeds $50,000,000, 


(d) ‘2 of the amount, if any, by which the lesser 
of | 


(i) $300,000,000, and 


(ii) the total of all amounts, each of which is 
the taxable capital employed in Canada of a 
life insurance corporation for the year that is a 
member of the related group, 


exceeds $200,000,000, and . 


(e) /4 of the amount, if any, by which the total of 
all amounts, each of which is the taxable capital 
employed in Canada of a life insurance corpora- 
tion for the year that is a member of the related 
group, exceeds $300,000,000 


is allocated among the members of that related group 
for the year. 


Forms: 1T2045(A): Agreement among related life insurance 
corporations. 


Income Tax Act 


(3) Idem — The Minister may request a life insur- 
ance corporation that carries on business in Canada 
at any time in a taxation year and that, at the end of 
the year, is related to any other life insurance Corpo- 
ration that carries on business in Canada to file with 
the Minister an agreement referred to in subsection 
(2) and, if the corporation does not file such an 
agreement within 30 days after receiving the request, 
the Minister may allocate among the members of the 
related group of life insurance corporations of which 
the corporation is a member for the year an amount 
not exceeding the total of 


(a) $10,000,000, 


(b) ‘+ of the amount, if any, by which the lesser 
of 


(i) $50,000,000, and 


(ii) the total of all amounts, each of which is 
the taxable capital employed in Canada of a 
life insurance corporation for the year that is a 
member of the related group, 


exceeds $10,000,000, 


(c) '/4 of the amount, if any, by which the lesser 
of 


(i) $100,000,000, and 


(ii) the total of all amounts, each of which is 
the taxable capital employed in Canada of a 
life insurance corporation for the year that is a 
member of the related group, 


exceeds $50,000,000, 


(d) '/ of the amount, if any, by which the lesser 
of 


(i) $300,000,000, and 


(ii) the total of all amounts, each of which is 
the taxable capital employed in Canada of a 
life insurance corporation for the year that is a 
member of the related group, 


exceeds $200,000,000, and 


(e) /4 of the amount, if any, by which the total of 
all amounts, each of which is the taxable capital 
employed in Canada of a life insurance corpora- 
tion for the year that is a member of the related 
group, exceeds $300,000,000. 


(4) Idem — For the purposes of this Part, the least 
amount allocated for a taxation year to a member of 
a related group under an agreement described in sub- 
section (2) or by the Minister under subsection (3) is 
the capital allowance for that year of the member. 


(5) Provisions applicable to Part — Subsections 
190.15(5) and (6) apply to this section with such 
modifications as the circumstances require. 
History: S. 190.16 added by 1994, c. 21, s. 91, applicable 
(a) to taxation years ending after February 25, 1992; and 
(b) where a corporation elects under para. 88(2)(b) of 1994, c. 
21 [see under subpara. 190.11(b)(i) above], to its 1991 and sub- 


sequent taxation years; and, notwithstanding subsecs. 152(4) to 
(5), such assessments and determinations shall be made as are 
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consequential on the application of s. 190.16 to the corpora- 
tion’s taxation years ending before February 26, 1992. 


Definitions [s. 190.16]: “amount”, “business” — 248(1); “Can- 
ada” — 255; “carrying on business in Canada” — 253; “life insur- 
ance corporation”, “Minister”, “prescribed” — 248(1); “related” — 
251(2); “related group” — 251(4); “taxable capital employed in 
Canada” — 190.11; “taxation year” — 249. 


190.17 (1) Enhanced capital deduction — For 
the purpose of subsection 190.1(1.2), the enhanced 
capital deduction of a corporation for a taxation year 
is $400,000,000, unless the corporation was’ related 
to a financial institution (other than a life insurance 
corporation) at the end of the year, in which case, 
subject to subsection (4), the corporation’s enhanced 
capital deduction for the year is nil. 


Related Provisions: 190.1(1.2) — Additional tax payable by de- 
posit-taking institutions; 190.17(2)-(4) — Allocation of deduction 
among related institutions. 


(2) Related financial institution — A corpora- 
tion that is a financial institution at any time in a tax- 
ation year and that is related to another financial in- 
stitution (other than a life insurance corporation) at 
the end of the year may file with the Minister an 
agreement in prescribed form on behalf of the related 
group of which the corporation is a member under 
which an amount that does not exceed $400,000,000 
is allocated among the members of the group for the 
year. 


(3) Minister’s powers — The Minister may re- 
quest a corporation that is a financial institution at 
any time in a taxation year and that is related to any 
other financial institution (other than a life insurance 
corporation) at the end of the year to file with the 
Minister an agreement referred to in subsection (2) 
and, if the corporation does not file such an agree- 
ment within 30 days after receiving the request, the 
Minister may allocate an amount that does not ex- 
ceed $400,000,000 among the members of the re- 
lated group of which the corporation is a member for 
the year. 


(4) Least amount allocated — The least amount 
allocated for a taxation year to a member of a related 
group under an agreement described in subsection 
(2) or by the Minister under subsection (3) is the en- 
hanced capital deduction for the taxation year of the 
member, but, if no such allocation is made, the en- 
hanced capital deduction of the member for the year 
is nil. 


(5) Provisions applicable to Part — Subsections 
190.15(5) and (6) apply to this section with such 
modifications as the circumstances require. 


History: S. 190.17 added by 1996, c. 21, s. 50, applicable to taxa- 
tion years that end after February 27, 1995. 


190.19 [Repealed under former Act] 


S. 190.21 


Pre-RSC History: S. 190.19 repealed by 1988, c. 55, s. 157, 
applicable with respect to transactions entered into on or after Sep- 
tember 13, 1988, other than 


(a) transactions that are part of a series of transactions, deter- 
mined without reference to subsec. 248(10), commencing 
before September 13, 1988 and completed before 1989; or 


(b) any one or more transactions, one of which was entered into 
before April 13, 1988, that were entered into by a taxpayer in 
the course of an arrangement and in respect of which the tax- 
payer received from the Department of National Revenue, 
before April 13, 1988, a confirmation or opinion in writing with 
respect to the tax consequences thereof. 


S. 190.19 formerly read: 


190.19 Artificial reduction of capital tax—— Where it may 
reasonably be considered that one of the main purposes of a 
transaction or series of transactions is to reduce unduly or ar- 
tificially the capital tax payable under this Part by a corpora- 
tion, the tax payable under this Part by the corporation shall 
be calculated without reference to that transaction or series of 
transactions. 


Administrative Provisions 


190.2 Return — A corporation that is or would, but 
for subsection 190.1(3), be liable to pay tax under 
this Part for a taxation year shall file with the Minis- 
ter, not later than the day on or before which the cor- 
poration is required by section 150 to file its return 
of income for the year under Part I, a return of capi- 
tal for the year in prescribed form containing an esti- 
mate of the tax payable under this Part by it for the 
year. 


Related Provisions: 150.1(5) — Electronic filing; 235 — Pen- 
alty for late-filing of return even where no balance owing. 


History: S. 190.2 amended by 1994, c. 7, Sch. VIII (1993, c. 24), s. 
113, applicable to 1991 et seg. S. 190.2 formerly read: 


190.2 Return — A corporation liable to,pay a tax under this 

Part for a taxation year shall file with the Minister, not later 

than the day on or before which the corporation is required by 

section 150 to file its return of income for the year.under Part 

I, a return of capital for that year in prescribed form contain- 

ing an estimate of the tax payable by it for the year. 
Definitions [s. 190.2]: “corporation” — 248(1), Interpretation 
Act 35(1); “Minister”, “prescribed” — 248(1); “tax payable” — 
248(2); “taxation year” — 249. | 
Forms [s. 190.2]: T921: Calculation of unused Part VI tax credit 
and. unused Part I tax credit; T2044: Part VI tax return — tax on 
capital of financial institutions. 


190.21 Provisions applicable to Part — Sec- 
tions 152, 158 and 159, subsection 161(11), sections 
162 to 167 and Division J of Part I apply to this Part 
with such modifications as the circumstances require 
and, for the purpose of this section, paragraph 
152(6)(a) shall be read as follows: 


“(a) a deduction under subsection 190.1(3) in 
respect of any unused surtax credit or unused 
Part I tax credit (within the meanings assigned 
by subsection 190.1(5)) for a subsequent taxa- 
tion year,” 
History: S. 190.21 substituted for ss. 190.21 to 190.24 by 1994, c. 
7, Sch. VIII (1993, c. 24), s. 114, applicable to 1992 et seq.; and in 
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its application to the 1991 taxation year, s. 190.24 shall be read as exceeds 


follows: 


190,24 Provisions applicable to Part — Section 152, sub- 
section 157(2.1), sections 158 and 159, subsection 161(2.1), 
(2.2), (7) and (11), sections 162 to’167 and Division J of Part 
I apply to this Part with such modifications as the circum- 
stances require and, for the purpose of this section, paragraph 
152(6)(a) shall be read as follows: 


(a) a deduction under subsection 190.1(3) in respect of 
any unused Part I tax credit (within the meaning assigned 
by subsection 190.1(5)) for a subsequent taxation year, 


Ss. 190.21 to 190.24 formerly read: 


190.21 Payment of tax — Every corporation liable to pay 
tax under this Part for a taxation year shall pay to the Re- 
ceiver General in respect of the year 


(a) either 


(i) on or before the last day of each month in. the 
year, '/i2 of the amount estimated by it to be its tax 
payable under this Part for the year, 


(ii) on or before the last day of each month in the 
year, '/i2 of its first instalment base for the year, or 


(iii) on or before the last day of each of the first two 
months in the year, '/12 of its second instalment base 
for the year, and on or before the last day of each of 
the following months in the year, '/i0 of the amount 
by which its first instalment base for the year ex- 
ceeds ‘/« of its second instalment’ base for the year; 
and 


(b) on or before the end of the second month following 
the end of the year, the remainder of its tax payable under 
this Part for the year. 


190.22 Instalment bases — For the purposes of section 
190.21, : 


(a) the first instalment base of a corporation for a particu- 
lar taxation year is the product obtained when the tax 
payable under this Part by the corporation for its taxation 
year immediately preceding the particular year is multi- 
plied by the ratio that 365 is of the number of days in that 
‘preceding year, and 


(b) the second instalment base of a corporation for a par- 
ticular taxation year is the amount of the first instalment 
base of the corporation for its taxation year immediately 
preceding the particular year, 


but where a particular taxation year of a corporation that was 
formed as a result of an amalgamation or merger is its first 
taxation year ending after the amalgamation or merger, as the 
case may’ be, 


(c) its first instalment base for the particular year is the 
total of all amounts each of which is the product obtained 
when the tax payable under this Part by a corporation, 
that entered into the amalgamation or merger, for its last 


taxation year preceding the amalgamation or merger.is , 


multiplied by the ratio that 365 is of the number of days 
in that year, and 


(d) its.second instalment base for the particular year is 
the total of all amounts each of which is an amount equal 
to the first instalment base of a corporation, that entered 
into the amalgamation or merger, for its last taxation year 
preceding the amalgamation or merger. 


190.23 (1) Interest — Where at any time after the day on or 
before which a corporation is required to pay the remainder 
of its tax payable under this Part for a taxation year, : 


(a) the amount of its tax payable under this Part for the 
year 
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(b) the total of all amounts each of which is an amount 
paid at or before that time on account of its. tax payable 
and applied as at that time by the Minister against the 

corporation’s liability for an amount payable under this y 
Part for the year, all 


F 
the corporation shall pay to the Receiver General interest ata. 
prescribed rate on the excess, computed for the period during 
which that excess is outstanding. 


(2) Idem — Where a Corporation that is required by this Part © 
to pay an instalment of tax has failed to pay all or any part- 
thereof on or before the day on or before which the instalment. ~ 
was required to be paid, it shall pay to the Receiver General, 24 
in addition to the interest payable under subsection (1), inter-.. 
est at a prescribed rate on the amount that it failed to pay, — 
computed from the day on or before which the amount was _ 
required to be paid to the earlier of the day of payment and 
the beginning of the period in respect of’ which the corpora- 
tion is required to pay interest thereon under that subsection. _ 


(3) Limitation on instalments — For the purposes of subsec- 
tion (2), where a corporation is required to pay an instalment. 
of tax for a taxation year computed by reference to a method 
described in section 190.21, the corporation shall be deemed _ 
to have been liable to pay an instalment computed by refer- 
ence to 


(a) its tax payable under this Part for the year, 
(b) its first instalment base for the. year, or 


(c) its second instalment base for the year and: its first 
instalment base for the year, 


' whichever method gives rise to the least amount required to 


be paid by the corporation on or before the days referred to in 
subparagraphs 190.21(a)(i) to (iii). 


190.24 Provisions applicable to Part — Section 152, sub- 
section 157(2.1), sections 158 and 159, subsections 161(2.1), 
(2.2) and (11), sections 162 to 167 and Division’ J of Part I are 
applicable to, this Part with such modifications as the circum- - 
stances require. 


Para. 161(1)(a) of 1994, ¢. 7, Sch. I (1991, ¢, 49) provides that in 
its application to taxation years commencing before July 1990 of 
corporations described in para. (d) or (e) of the definition “financial 
institution” in subsec. 190(1), s. 190.21 shall be read as follows: 


190.21 Every corporation liable to pay tax under this Part for ’ 
a taxation year shall pay to the Receiver General in respect of 
the year. 


(a) where the year ended before July 1990, the tax paya- | 
ble by it under this Part for the year on or before the later 
of July 31, 1990 and the end of the second.month follow- 
ing the end of the year; and | 


(b) where the year ended after June. 1990, 
(i) either 


(A) on or before July 31, 1990, an amount equal 
to that proportion of the amount estimated by it: 
to be its tax payable under this Part-for the year, 
that 


(I) the number of days in the year that are 
after February 20, 1990 and before July 
1990 


is of 


(II) the number of days in the year that are 
after February 20, 1990, 


and on or before the last day of each month end- 
ing in the year and after June 1990, an amount 
equal to the amount, if any, by which 
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(III) the amount estimated by it to be its tax 
payable under this Part for the year 


exceeds 


(LV) the amount payable by the corporation 
on or before July 31, 1990, as would be de- 
termined under this clause if this clause 
were read without reference to that part 
thereof following subclause (II) thereof 


divided by the number of months ending in the 
year and after June 1990, or 


(B) on or before July 31, 1990, an amount equal 
to that proportion of its first instalment base for 
the year that 


(1) the number of days in the year that are 
after February 20, 1990 and before July 
1990 


is of 
(II) the number of days in the year, 


and on or before the last day of each month end- 
ing in the year and after June 1990, an amount 
equal to its first instalment base for the year di- 
vided by the number of months in the year, and 


(ii) on or before the end of the second month follow- 
ing the end of the year, the remainder of its tax paya- 
ble under this Part for the year. 


Subsec. 161(2) of 1994, c. 7, Sch. II (1991, c. 49) provides that for 
the purposes of s. 190.22, the tax payable under Part VI by a corpo- 
ration described in para. (d) or (e) of the definition “financial insti- 
tution” in subsec. 190(1) shall be deemed to be 


(a) for a taxation year ending before February 21, 1990, the 
amount that would be its tax payable under that Part for the 
year if that Part applied in respect of that year and its capital 
deduction under that Part for that year were its capital deduction 
under that Part for its first taxation year ending after February 
20, 1990; and 


(b) for its first taxation year ending after February 20, 1990, the 
product obtained when its tax payable under that Part for the 
year is multiplied by the ratio that the number of days in the 
year is of the number of days in the year after February 20, 
1990. 


Para. 161(1)(b) of 1994, c. 7, Sch. II (1991, c. 49) provides that in 
its application to taxation years commencing before July 1990 of 
corporations described in para. (d) or (e) of the definition “financial 
institution” in subsec. 190(1), subsec. 190.23(3) shall be read as 
follows: 


(3) For the purposes of subsection (2), where a corporation is 
required to pay an instalment of tax for a taxation year com- 
puted by reference to a method described in section 190.21, 
the corporation shall be deemed to have been liable to pay an 
instalment computed. by reference to 


(a) its tax payable under this Part for the year, or 
(b) its first instalment base for the year, 


whichever method gives rise to the least amount required to ~ 
be paid by the corporation on or before the days referred to in 
clauses 190.21(b)(i)(A) and (B). 


Pre-RSC History: Ss. 190.21—190.24 substituted by 1990, c. 39, s. 
51, applicable to 1990 et seg. (And see 1991, c. 49 History to ss. 
190.21, 190.22, and 190.23 above.) Ss. 190,21-190.24 formerly 
read: 


190.21 Instalments —’A corporation liable to pay tax under 
this Part for a taxation year shall pay to the Receiver General 
on or before the last day of each three month period, if any, in 
the year an instalment determined by the formula 


S. 190.21 


ow)s 


Lis the number of months in the taxation year; 


where 


M is the tax payable under this Part by the corporation for 
the year; and 


N. is the aggregate of all amounts each of which is the 
amount that would by reason of subsection 157(1), be re- 
quired to be paid by the corporation as an instalment of 
tax payable under Part I for the year on or before the last 
day of a month in the three month period, if such instal- 
ment were computed by reference to the method de- 
scribed in subsection 161(4.1) that is applicable in re- 
spect of the corporation for the year. 


190.22 Payment of remainder of tax — A corporation shall 
pay on or before the last day of the second month ending after 
the end of a taxation year, the remainder, if any, of the tax 
payable under this Part by the corporation for the year. 


190.23 Interest — Where.a corporation is liable to pay tax 
under this Part and has failed to pay all or any part or instal- 
ment thereof on or before the day on or before which the tax 
or instalment, as the case may be, was required to be paid, it 
shall pay to the Receiver General interest at the rate pre- 
scribed for the purposes of section 161 on the amount that it 
failed to pay computed from the day on or before which the 
amount was required to be paid to the day of payment. 


190.24 Provisions applicable to Part — Sections 152, 158 
and 159, subsection 161(11), sections 162 to 167 and Divi- 
sion J of Part I are applicable to this Part with such modifica- 
tions as the circumstances require. 


S. 190.21 substituted by 1988, c. 55, s. 158, applicable to 1988 et 
seq., except that the amount determined under “N” in respect of a 
corporation for the 1988 taxation year shall be deemed to be nil. S. 
190.21 formerly read: © 


190.21 Instalments — A corporation liable to pay capital tax 
under this Part for a taxation year shall pay to the Receiver 
General on or before the last day of each three month period, 
if any, in the year an instalment determined by the formula 


he san 


M 
where 


Lis the number of months in the taxation year that end af- 
ter 1985, before 1988 and within the three month period; 


M_ is the number of months in the taxation year that end af- 
ter 1985 and before 1988; and 


N_ is the capital tax payable under this Part by it for the year. 


The word, “tax” substituted for the words “capital tax” wherever 
“capital tax” appears in subsecs. 190.1(1), 190.18(1), (2) and ss. 
190.19, 190.2, 190.22, 190.23, by 1988, c. 55, s. 195, applicable to 
1988 et seq. Part VI (ss. 190 to 190.24) added by 1986, c. 6, s. 100, 
applicable after May 23, 1985, except that a return of capital under 
the Part is not required to be filed until 30 days after February 13, 
1986. 


Pre-RSC History [former Part VI]: Former Part VI (ss. 190, 
191) repealed by 1984, c. 45, s. 79, applicable to 1985 er seq. Part 
VI formerly read: 


Part VI— Tax When Corporation 
Becomes a Non-Canadian- 
Controlled Private Corporation 


190. (1) Tax on preferred-rate amount when corporation 
becomes ineligible for small business, deduction — 
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S. 190.21 


Where, at any time in a taxation year and after 1971, a corpo- 
ration becomes a private corporation that is controlled di- 
rectly or indirectly in any manner whatever by one or more 
non-resident persons and the private corporation 


(a) was, at any previous time, a Canadian-controlled pri- 
vate corporation, or 


(b) is a new corporation formed by virtue of an amalga- 
mation within the meaning of subsection 87(1) that oc- 
curred after March 31, 1977, and one or more’of the 
predecessor corporations was, at any time prior to the 
amalgamation, a Canadian-controlled private 
corporation, 


a tax of 25% is payable by the corporation under this Part for 
the year on its preferred-rate amount at that time. 


(2) Definitions — In this Part, 


(a) “dividend refund” — “dividend refund” of a corpora- 
tion for a taxation year has the meaning assigned by sub- 
section 129(1); and 


(b) “preferred-rate amount” — “preferred-rate amount” 
of a corporation at any particular time in a taxation year 
means the aggregate of 


(i) its preferred-rate amount, if any, at the end of the 
immediately preceding taxation year, 


(ii) 4 times the amount deductible under section 125 
from. the tax otherwise payable by the corporation 
under Part I for the year, and 


(iii) “/ of the aggregate of amounts each of which is 
an amount in respect of a taxable dividend -received 
by it in the year, after 1971 and before the particular 
time from another corporation controlled directly or 
indirectly in any manner whatever by it, equal to the 
amount so received to the extent that 


(A) payment thereof by the other corporation op- 
erated to reduce the other corporation’s pre- 
ferred-rate amount, and 


(B) the amount so received was not an amount in 
Tespect of which tax under Part VII of this Act'as 
it read on March 31, 1977, was payable by the 
corporation, 


less the aggregate of 


(iv) % of the amount, if.any, by which the aggregate 
of taxable dividends paid by the corporation in the 
year, and before the particular time, exceeds 4 times 
its dividend refund for the year, and 


(v) all amounts on which tax under this Part has be- 
come payable by the corporation as a result of any 
transaction occurring in the year and before the par- 
ticular time. 


191. (1) Payment of tax by instalments — Every corpora- 


tion by which any tax under this Part is payable for a taxation 


year shall, 


(a) on or before the day on or before which it is required 
to file its return of income under Part I for the year, 


(i) file a return for the year under this Part in pre- 
scribed form, and : 


(ii) pay to the Receiver General '/s of the tax under 


this Part payable by it for the year; and 


(b) on or before the day on.or before which it is required 
to file its return of income under Part I for each of the 4 
immediately following taxation years, pay to the Re- 
-ceiver General '/s of the tax under this Part payable by it 
for the year. | 


(2) Interest — Where a corporation by which any tax under 
this Part is payable for a taxation year has failed to pay all or 
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any part of any instalment thereof on the day on or before 
which it was required to pay that instalment, it shall, on pay- 
ment of the amount in default, pay interest at a prescribed rate 
per annum from the day on or before which it was required to 
make the payment to the day of payment. 


(3) Provisions applicable to. Part — Sections 151, 152 and 
162 to 167, and Division, J of Part I are applicable mutatis 
mutandis. to this Part. 


“Receiver General” substituted for “Receiver General of Canada” 
by 1980-81-82-83, c. 48, s. 115. 


Subsec. 190(1) substituted by 1977-78, c. 1, subsec. 87(1), applica- 
ble to taxation years ending after March 31, 1977. Subsec. 190(1) 
formerly read: 


190. (1) Where at any time in a taxation year and after 1971 a 
Corporation that was, at a previous time, a Canadian-con- 
trolled private corporation becomes a private corporation that 
is controlled directly or indirectly in any manner whatever by 
one or more non-resident persons, a tax of 25% is payable by 
the corporation under this Part for the year on its preferred- 
rate amount.at that time 


Cl. 190(2)(b)Gii)(B), subpara. 190(2)(b)(iv) substituted by 1977-78, 
c.1, subsecs. 87(2), (3), applicable, as to clause 190(2)(b)(iii1)(B), af- 
ter March 31, 1977, and, as to subpara. 190(2)(b)(iv), to 1978 et 
seq., except that where a corporation has a 1978 taxation year part 
of which. is before 1978 and part of which is after 1977, the amount 
determined under subpara. 190(2)(b)(iv) for its 1978 taxation year is 
“/s of the amount that is the aggregate of 


(a) the amount, if any, by which the amount of taxable divi- 
dends paid by the corporation in the year and before 1978 ex- 
ceeds 3 times its dividend refund (within the meaning assigned 
by subsec. 129(1)) for the year, and 


(b) the amount, if any, by which the amount of taxable divi- 
dends paid by the corporation inthe year and after 1977 ex- 
ceeds 4 times the amount, if any, by which its dividend refund 
(within the meaning assigned by subsec, 129(1)) for the year 
exceeds '/3 of the amount of taxable dividends paid by the cor- 
poration in the year and before 1978. 


Cl. 190(2)(b)(ii)(B), subpara. 90(2)(b)(iv) formerly read: 


(B) the amount so received was not an amount in respect 
of which tax under Part VII was payable by the 
corporation, 


(iv) “/; of the amount, if any, by which the aggregate of taxa- 

ble dividends paid by the corporation in the year, after 1971 
and before the particular time exceeds 3 times its dividend 
refund for the year, and 


S.-190, substituted by 1973-74, c. 14, s. 61, applicable to. 1972 et 
seq. 


190.211 Provisions applicable — Crown cor- 
porations — Section 27 applies to this Part with 
any modifications that the circumstances require. 


History: S. 190.211 added by 1998, c. 19, subsec. 205(1), applica- 
ble after May. 23, 1985. 


Part VI.1 — Tax on 
Corporations Paying 
Dividends on Taxable 

Preferred Shares 


191. (1) Definitions — In this Part, 
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“excluded dividend”? means a dividend © © 


(a) paid by a corporation to a shareholder that had 
a substantial interest in the corporation at the time 
the) dividend was paid, : 

(b) paid by a corporation that was a financial in- 
termediary corporation or a private holding cor- 
poration at the time the dividend was paid, 


(c) paid by a particular corporation that would, 
but for paragraphs (h) and (i) of the definition “fi- 
nancial intermediary corporation” in this subsec- 
tion, have been a financial intermediary corpora- 


S..191(2)(b) (iii) 


and specified persons (within the meaning as- 
signed by paragraph (h) of the definition “taxable 
‘preferred share” in subsection 248(1)) in relation 
to the other corporation do not own in the aggre- 
gate shares of the capital stock of the particular 
corporation having a fair market value of more 
than 10% of the fair market value of all of the 
issued and outstanding shares of the capital stock 
of the particular corporation (those fair market 
values being determined without regard to any 
voting rights attaching to those shares); _ 


Regulations: 6700 (prescribed venture capital corporation); 6701 
(prescribed labour-sponsored venture capital corporation). 


tion at the time the dividend was paid, except 
where the dividend was paid to a controlling cor- 
poration in ‘respect of the particular corporation 
or to a specified person (within the meaning as- 
signed by paragraph (h) of the definition “taxable 
preferred share” in subsection 248(1)) in relation 


to such a controlling corporation, (b) any particular corporation that owns shares of 


(d) paid by a mortgage investment corporation, or another corporation in which it has a substantial 
interest, except where the other corporation 
would, but for that substantial interest, be a finan- 
cial intermediary corporation or a private holding 
corporation, or N 


“private holding corporation” means a private cor- 
poration the only undertaking of which is the invest- 
ing of its funds, but does not include 


(a).a specified financial institution, 


(e) that is a capital gains dividend within the 
meaning assigned by subsection 131(1); 
Related Provisions: 191(4)(d) — Deemed excluded dividend. 


“financial intermediary corporation” means a cor- 


Rote  (c) any particular corporation in which another 
poration that 1s 


~ corporation owns shares and has a substantial in- 

~ terest, except where the other corporation would, 

but for that substantial interest, be a private hold- 
ing corporation. Seu. : 

History: Para. (b) of “private holding corporation” in subsec. 


191(1) substituted by 1994, c..7, Sch. II (1991, c. 49), s. 162, appli- 
cable. to 1988 ef seq. Para. (b) formerly read: 4 


(a) a corporation described in subparagraph 
(b)(ii) of the definition “retirement savings plan” 
in subsection 146(1), Ve 


(b) an investment corporation, 
(c) a mortgage investment corporation, 


(d) a mutual fund corporation, Oe hah 
(e) a prescribed venture capital corporation, or 


(f) a prescribed labour-sponsored’ venture capital 


corporation, 


(b) any particular corporation that owns shares of another cor- 
poration in which it, has a substantial interest except- where 
the other corporation is a financial intermediary corporation 
or a corporation that would, but for such substantial interest, 
be a private holding corporation, or a 


but does not include (2) Substantial interest — For the purposes: of 
this Part,'a shareholder has a substantial interest in a 
corporation at any time if the corporation is a taxable 


Canadian corporation and: 


(g) a prescribed corporation, : 


(h) a corporation that is controlled by or for the 
benefit of one or, more.corporations, (each, of 


which is referred to in this subsection as a “con- ~ (a) the shareholder ts related (otherwise than by 


trolling corporation’’) other than financial inter- 
mediary corporations or private holding corpora- 
tions unless the controlling corporations: and 
specified persons (within the meaning ‘assigned 
by paragraph (h) of the definition “taxable pre- 
ferred share” in subsection, 248(1)) in relation to 
the controlling corporations do not own in the ag- 
gregate shares of the capital.stock of the corpora- 
tion having a fair market value of more than 10% 
of the fair market value of all of the issued and 


outstanding shares of the capital stock of the cor- 


“poration (those fair market values being deter- 
mined without regard to any voting rights attach- 
ing to those shares), or ) 


(i) any particular corporation in which another 
corporation (other than. a financial intermediary 
corporation or a private holding corporation) has 
a substantial interest unless the other corporation 
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reason of ‘a right referred to in paragraph 
251(5)(b)) to the corporation at that time; or 


(b) the shareholder owned, at that time, 


(i) shares of the capital stock of the corpora- 
tion that would give the shareholder 25% or 
more of the votes that could be cast under all 
circumstances at an annual meeting of share- 
holders of the corporation, 


(ii) shares of the capital stock of the corpora- 
tion having a fair market value of 25% or 
more of the fair market value of all the issued 
shares of the capital stock of the corporation, 


and either 


(iii) shares (other than shares that would be 
taxable preferred shares if the definition “tax- 
able preferred share” in subsection 248(1) 
were tread without reference to subparagraph 


S. 191(2)(b)(iii) 


(b)(iv) thereof and if they were issued after 
June 18, 1987 and were not grandfathered 
shares) of the capital stock of the corporation 
having a fair market value of 25% or more of 
the fair market value of all those shares of the 
capital stock of the corporation, or 


(iv) in respect of each class of shares of the 

_ capital stock of the corporation, shares of that 
class having a fair market value of 25% or 
more of the fair market value of all the issued 
shares of that class, 


and for the purposes of this paragraph, a share- 
holder shall be deemed to own at any time each 
share of the capital stock of a corporation that is 
owned, otherwise than by reason of this para- 
graph, at that time by a person to whom the 
shareholder is rélated (otherwise ‘than by reason 
of a right referred to in paragraph 251(5)(b)). 


Related Provisions: 191(3) — Substantial interest. 


(3) Idem — Notwithstanding subsection (2), 


(a) where it can reasonably be considered that the 
principal purpose for a person acquiring an inter- 
est that would, but for this subsection, be a sub- 
stantial interest in a corporation is to avoid or 
limit the application of Part I or IV.1 or this Part, 
the person shall be deemed not to have a substan- 
tial interest in the corporation; 


(b) where it can reasonably be considered that the 


principal purpose for an acquisition of a share of 
the capital stock of a corporation (in this para- 
graph referred to as the “issuer’) by any person 
(in this paragraph referred to’as the “acquirer’’) 
who had, immediately after the time of the acqui- 
sition, a substantial interest in the issuer from an- 
other person who didnot, immediately before 
that time, have a substantial interest in the issuer, 
was to avoid or limit the application of Part: I or 
IV.1 or this Part with respect to'a dividend on the 
share, the acquirer and. specified persons (within 
the meaning assigned by paragraph (h) of the def- 
inition “taxable preferred share” in subsection 
248(1)) in relation to the acquirer shall be 
deemed not to have a substantial interest in the 
issuer with respect to any dividend paid on the 
share; 


(c) a corporation described in paragraphs (a) to 
(f) of the definition “financial intermediary cor- 
poration” in subsection (1) shall be deemed not to 
have a substantial interest in another corporation 
unless it is related (otherwise than by reason of a 
right referred to in paragraph 251(5)(b)) to the 
other corporation; 


(d) any partnership or trust, other than 


(i) a partnership all the members of which are 
related to-each other otherwise than by reason 
of a right referred to in paragraph 25.1(5)(b), 
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(i1) a trust in which each person who is benefi- 
cially interested is 


(A) related (otherwise than because of a 
right referred to in paragraph 251(5)(b)) to 
each other person who is beneficially inter- 
ested in the trust and who is not a regis- 
tered charity, or 


(B) a registered charity 


and, for the purpose of this subparagraph, 
where a particular person who is beneficially 
interested in the trust is an aunt, uncle, niece 
or nephew of another person, the particular 
person and any person who is a child or de- 
scendant of the particular person shall be 
deemed to be related to the other person and 
to any person who is the child or descendant 
of the other person, or 


(iii) a trust in which only one person (other 
than a registered charity) is beneficially 
interested, 


shall be deemed not to have a substantial interest 
in a corporation; and 


(¢) where at any time a shareholder holds a share 
of the capital stock of a corporation to which par- © 
agraph (g) of the definition “taxable preferred 
share” in subsection 248(1) or paragraph (e) of 
the definition “taxable RFI share” in that subsec- 
tion applies to deem the share to bé a taxable pre- 
ferred share or a taxable RFI share, the share- 
holder shall be deemed not to have a substantial 
interest in the corporation at that time. 


Related Provisions: 248(25) — Beneficially interested. 


History: Paras. 191(3)(a) and (b) amended by 1994, c. 7, Sch. VIII 
(1993, c. 24), subsec. 115(1), applicable to. dividends paid or re- 
ceived after December 20, 1991. Paras. (a) and (b) formerly read: 


(a) where it may reasonably be considered, having regard to 
all the circumstances, that the principal purpose for a person 
acquiring an interest that would, but for this subsection, be a 
substantial interest in a corporation is to avoid or limit the 
application of this Part or Part IV.1 the person shall be 
deemed not to have a substantial interest in the corporation; 


(b) where it may reasonably be considered, having regard to 
all the circumstances, that the principal purpose for an acqui- 
sition of a share of the capital stock of a corporation (in this 
paragraph referred to as the “issuer”) by any person (in this 
paragraph referred to as the “acquirer’) that had, immediately 
after the time of the acquisition, a substantial interest in the 
issuer from another person that did not, immediately before 
that time, have a substantial interest in the issuer, was to 
avoid or limit the application of this Part or Part IV.1 with 
respect to a dividend on the share, the acquirer and specified 
persons (within the meaning assigned by paragraph (h) of the 
definition “taxable preferred share” in subsection 248(1)) in 
relation to the acquirer shall be deemed not to havea substan- 
tial interest in the issuer with respect to any dividend paid on 
the share; 


Subparas. 191(3)(d)(ii) and (iii) amended by 1994, c. 7, Sch. VIII 
(1993, c. 24), subsec. 115(2), applicable after 1990. Subparas. 
(d)(ii) and (iii) formerly read: 


(ii) a trust in which all persons who are beneficially inter- 
ested, within the meaning assigned’ by subsection 94(7), are 
related to each other (otherwise than by reason of a right re- 
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ferred to in paragraph 251(5)(b)) and, for the purposes of this 
subparagraph, where a particular person who is so benefi- 
cially interested in the trust is an aunt, uncle, niece or nephew 
of another person, the particular person and any person who 
is a child or descendant of the particular person shall be 
deemed to be related to the other person and any person, who 
is a child or descendant of the other person, or 


(iii) a trust in which only one person is beneficially interested, 
within the meaning assigned by subsection 94(7), 


(4) Deemed dividends — Where at any particular 
time 


(a).a share of the capital stock of.a corporation is 
issued, 


(b) the terms or conditions of a share of the capi- 
tal stock of a corporation are changed, or 


(c) an agreement in respect of a share of the capi- 

tal stock of a corporation is changed or entered 

into, 
and the terms or.conditions of the share or the agree- 
ment in respect of the share specify an amount in re- 
spect of the share, including an amount for which the 
share is to be redeemed, acquired or cancelled (to- 
gether with, where so provided, any accrued and un- 
paid dividends thereon) and where paragraph (a) ap- 
plies, the specified amount does not exceed the fair 
market value of the consideration for which the share 
was issued, and where paragraph (b) or (c) applies, 
the specified amount does not exceed the fair market 
value of the share immediately before the particular 
time, the amount of any dividend deemed to have 
been paid on a redemption, acquisition or cancella- 
tion of the share to which subsection 84(2) or (3) ap- 
plies shall 


(d) for the purposes of this Part and section 
187.2, be deemed to be an excluded dividend and 
an excepted dividend, respectively, unless 


(i) where paragraph (a) applies, the share was 
issued for consideration that included a taxa- 
ble preferred share, or 


(ii) where paragraph ((b) or (c) applies, the 
share was, immediately before the particular 
‘time, a taxable preferred share, and 


(e) be deemed not to be a dividend to which sub- 
section 112(2.1) or. 138(6) applies to. deny a de- 
duction with respect to the dividend in computing 
the taxable income of a corporation under subsec- 
tion 112(1) or (2) or 138(6), unless 


(i) where paragraph (a) applies, the share was 
issued for consideration that included a term 

preferred share or for the purpose. of raising 
capital or as part of a series of transactions or 
events the purpose of which was to raise capi- 
tal, and 


(ii) where paragraph (b) or (c) applies, the 
share was, immediately before the particular 
time, a term preferred share, or the terms or 
conditions ‘of the share were changed, or the 


S. 191.101) 


agreement in respect of the share was changed 
or entered into for the purpose of raising capi-’ 
tal or as part of a series of transactions or 
events the purpose of which was to raise 
capital. 


Related Provisions: 87(2)(rr) — Amalgamations — continuing 
corporation; 87(4.2)(f)— Amalgamations — where amount speci- 
fied for purposes of 191(4); 248(10) — Series of transactions. 


(5) Where subsec. (4) does not apply — Sub- 
section (4) does not apply to the extent that the total 
oF f 


(a) the amount paid on the redemption, acquisi- 
tion or cancellation of the. share, and 


(b) all amounts each of which is an amount (other 
than an amount deemed by subsection 84(4) to be 
a dividend) paid, after the particular time and 
before the redemption, acquisition or cancellation 
of the share, on a reduction of the paid-up capital 
of the corporation in respect of the share 


exceeds the specified amount referred to in subsec- 
tion (4). 


Pre-RSC History [subsecs. 191(4), (5)]: 1988, c. 55, subsec. 
159(2), provides that in the application of subsecs. 191(4) and (5) 
with respect to a particular time referred to in subsec. 191(4) that is 
before April 22, 1988, the reference in subsec. 191(4) to “specify an 
amount in respect of the share, including an amount for which the 


- share is to be redeemed, acquired or cancelled (together with, where 


so provided, any accrued and unpaid dividends thereon), and where 
paragraph (a) applies, the specified amount does not exceed the fair 
market value of the consideration for which the share was issued, 
and where. paragraph (b) or.(c). applies, the specified amount does 
not exceed the fair market value of the share immediately before the 
particular time” shall be read as a reference to “provide that the 
share is to be redeemed, acquired or cancelled” and the reference in 
subsec. 191(5) to “the specified amount referred to in subsection 
(4)” shall be read as a reference to “where paragraph (4)(a) applies, 
the fair market value of the consideration for which the share was 
issued, and where paragraph (4)(b) or (c) applies, the fair market 
value of the share immediately before its terms and conditions were 
changed or the agreement in respect of the share was changed or 
entered into, as the case may be”. See also the History note at the 
end of Part VI.1. 


Definitions [s. 191]: “aunt” — 252(2)(e); “beneficially inter- 
ested” — 248(25); “capital gain” — 39(1)(a), 248(1); “child” — 
252(1);“‘class:of shares” — 248(6); ‘‘corporation” — 248(1), Inter- 
pretation Act 35(1); “dividend” — 248(1); “excluded dividend”, “fi- 
nancial intermediary, corporation” — 191(1);.. “grandfathered 
share” — 248(1); “investment corporation” — 130(3)(a), 248(1); 
“mortgage investment corporation” — 130.1(6), 248(1); “mutual 
fund corporation” — 131(8), 248(1); “nephew”, “niece” — 
252(2)(g);. “paid-up capital” — 89(1), 248(1); “person”, “pre- 
scribed” —.248(1); “private corporation” — 89(1), 248(1); “private 
holding corporation” — 191(1); “registered charity” — 248(1); “re- 
lated” — 251(2); “series of transactions or events” — 248(10); 
“share”, “shareholder”, “specified financial institution” — 248(1); 
“substantial interest” — 191(2), (3); “taxable Canadian corpora- 
tion” — 89(1), 248(1); “taxable income” — 2(2), 248(1); “taxable 
preferred share”, “taxable RFI share”, “term preferred share” — 
248(1); “trust” — 104(1), 248(1), (3); “uncle” — 252(2)(f). 


191.1 (1) Tax on taxable dividends — Every 
taxable Canadian corporation shall pay a tax under 
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this Part for each taxation year equal to the amount, 
if any, by which 


(a) the total of 


(1) 667/3% of the amount, if any, by which the 
total of all taxable dividends (other than ex- 
cluded dividends) paid by the corporation in 
the year and after 1987 on short-term pre- 
ferred shares exceeds the corporation’s divi- 
dend allowance for the year, 


(ii) 40% of the amount, if any, by which the 
total of all taxable dividends (other than ex- 
cluded dividends) paid by the corporation in 
the year and after 1987 on taxable preferred 
shares (other'than short-term preferred shares) 
of all classes in respect of which an.election 
under subsection 191.2(1) has been made ex- 
ceeds the amount, if any, by which the corpo- 
ration’s dividend allowance for the year ex- 
ceeds the total of the dividends referred to in 
subparagraph (i), 


(iii) 25% of the amount, if any, by which the 
total of all taxable dividends (other than ex- 
cluded dividends) paid by the corporation in 
the year and after 1987 on taxable preferred 
shares (other than short-term preferred shares) 
of all classes in respect of which an election 
under subsection 191.2(1) has not been made 
exceeds the amount, if any, by which the cor- 
poration’s dividend allowance for the year ex- 
ceeds the total of the dividends referred to in 
subparagraphs (i), and (ii), and 


(iv) the total of all amounts each of which is 
an amount determined for the year in respect 


of the corporation under paragraph 
191.3(1)(d) 
exceeds 


(b) the total of all amounts each of which is an 

amount determined for the year in respect of the 

corporation under paragraph 191.3(1)(c). 
Related Provisions: 18(1)(t) — Tax is non-deductible; 
87(4.2) — Exchanged shares; 110(1)(k) — Deduction of %/+ of Part 
VI.1 tax from taxable income: 157(1)+(3) — Payment of Part VL.1 
tax; 161(4.1) — Limitation respecting corporations; 191.3(6) — 
Payment by transferor corporation; 227(14) — No tax on corpora- 
tion exempt under s. 149. 


Pre-RSC History: 1988, c. 55, subsec. 159(2), provides that in the 
application of subsec. 191.1(1) to shares issued before December 
16, 1987 (other than shares deemed by the Act to have been issued 
after December 15, 1987) the references therein to “short-term pre- 
ferred shares” shall be read as references to “short-term preferred 
shares issued after December 15, 1987”. See also the History note at 
the end of Part VI.1. 


Advance Tax Ruling: ATR-46: Financial difficulty. 
Forms: 1761: Calculation of Parts IV.1 and VI.1 taxes payable. 


(2) Dividend. allowance — For the purposes. of 
this section, a taxable Canadian corporation’s “‘divi- 
dend allowance” for a taxation year is the amount, if 
any, by which 


(a) $500,000 
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exceeds 


(b) the amount, if any, by which the total of taxa- 
ble dividends (other than excluded dividends) 
paid by it on taxable preferred shares; or shares 
that would be taxable preferred shares if they 
were issued after June 18, 1987 and were not 
grandfathered shares, in the calendar year imme- 
diately preceding the calendar year in which the 
taxation year ended exceeds $1,000,000, 


unless the corporation is associated in the taxation 
year with one or more other taxable Canadian corpo- 
rations, in which case, except as otherwise provided 
in this section, its dividend allowance for the year is 
nil. 


Related Provisions: 87(2)(tr) — Amalgamations — continuing 
corporation. 


(3) Associated corporations — If all of the taxa- 
ble Canadian corporations that are associated with 
each other in a taxation year and that have paid taxa- 
ble dividends (other than excluded dividends) on 
taxable preferred shares in the year have filed with 
the Minister in prescribed form an agreement 
whereby, for the purposes of this section, they allo- 
cate an amount to one or more of them for the taxa- ; 
tion year, and the amount so allocated or the total of 
the amounts so allocated, as the case may be, is 
equal to the total dividend allowance for the year of 
those corporations and all other taxable Canadian 
corporations with which each such corporation is as- 
sociated in the year, the dividend allowance for the 
year for each of the corporations is the amount so 
allocated to it. si : 


(4) Total dividend allowance — For the pur- 
poses. of this section, the “total dividend allowance” 
of a group of taxable Canadian corporations that are 
associated with each other in a taxation year is the 
amount, if any, by which 


(a) $500,000 
exceeds 


(b) the amount, if any, by which thé total of taxa- 
ble dividends (other than excluded dividends) 
paid by those corporations on taxable. preferred 
shares, or shares that would be taxable preferred 
shares if they were issued after June 18, 1987 and 
were not grandfathered shares, in the ‘calendar 
year immediately preceding the calendar year in 
which the taxation yeat' endéd exceeds 
$1,000,000. shah 


Related Provisions: 87(2)(tr) — Amalgamations — continuing 
corporation, 5 


(5) Failure to file agreement — If any of the tax- 
able Canadian corporations that are associated with 
each other in a taxation year and that have paid taxa- 
ble dividends (other than excluded dividends) on 
taxable preferred shares in the year has failed to file 
with the Minister an agreement as contemplated by 
subsection (3) within 30 days after notice in writing 
by the Minister has been forwarded. to any of them 
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that such an agreement is required for the purpose of 
any assessment of tax under this Part, the Minister 
shall, forthe. purpose, of. this section, allocate an 
amount to one or more of them for the taxation year, 
which amount or the total of which amounts, as the 
case may be, shall equal the total dividend allowance 
for the year for those corporations and all other taxa- 
ble Canadian corporations with which each such cor- 
poration is associated in the year, and the dividend 
allowance for the year of each of the corporations is 
the amount so_ allocated to it. 


(6) Dividend allowance in aticrt years — Not- 
withstanding any other provision of this. section, 


~ (a) where a corporation has a taxation year that is 
. less than 51 weeks, its dividend allowance for the 
year is that proportion of its dividend allowance 
for. the year determined’ without reference to this 
paragraph that the number of days in the year is 
_of 365; and 


(b) where a faitable Canadian sdipo ration! (in this 
paragraph referred to ‘as the “first corporation”) | 
has more than one taxation year ending in a cal- 

endar year and is. associated in two or-more of 

_.those taxation years, with another taxable Cana- 
dian corporation that has a. taxation year ending 
in that calendar year, the dividend allowance of 
the first corporation for each taxation. year in 
which it is associated with the other corporation 
ending in that calendar year is, subject to the ap- 
plication of paragraph (a), an amount equal to the 
amount that would be its dividend allowance for 
the first such taxation year if the allowance were 
determined. without reference to paragraph (a). 


Definitions [s. 191.1]: “amount” — 248(1); “associated” — 256; 


“calendar year” +~ Interpretation Act 37(1){a); “corporation” — 
248(1), Interpretation Act 35()s “dividend” + 248(1);. “dividend 
allowance” — 191.1(2); “excluded _ 

“orandfathered share”, “Minister”, “prescribed”, “share”, “short- 


term preferred share” — 248(1);_ “taxable Canadian pouten tee 
“taxable dividend” —89(1), Beth “taxable ,preferred share”? — 
248(1); “ “total dividend allowance” — 
bee 1(4); “writing” Interpretation Act 33(1). 


Interpretation Bulletins. [s.. 191.1]; IT- 88R2: Stock nein ds 


191.2 (1) Election — For the purposes ry determin- 
ing the tax payable by reason of subparagraphs 
191.1(1)(a)(ii). and (aii), a taxable Canadian corpora- 
tion (other than a financial intermediary corporation 
or a private holding corporation) may make an elec- 
tion with respect to a class of its taxable preferred 


shares the terms and conditions of which require an. 


election to be made under this subsection by filing a 
prescribed form with the Minister } 


(a) not later than the day on or before ek its 
return of income under Part [is required by sec- 
tion 150 to-be filed for the taxation-year in which 


shares of that class are first issued or first become 


taxable preferred shares; or 


S. 191.30) 


-¢(b) within the 6 month period commencing on 
any of the following days, namely, 


(i) the day of mailing of any notice of assess- 
ment of tax payable under this Part or Part I 
by the corporation for that year, 


(ii) where the corporation has served a notice 
of objection to an assessment described in 
subparagraph (i), the day of mailing of a no- 
tice that the Minister has:confirmed or varied 
the assessment, 


(iii) where the corporation has instituted an 
appeal, in respect.of an assessment described 
in subparagraph (i) to the Tax Court of Can- 
ada, the day of mailing of a copy of the deci- 
sion of the Court to the taxpayer, and 


(iv) where the corporation has. instituted an 

ie appeal in respect of an assessment described 
in subparagraph (i) to the Federal Court. of 
Canada or the Supreme Court of Canada, the 
day on which the judgment of the Court is 
pronounced or delivered or the day on which 
the corporation discontinues the appeal. 


Related Provisions: 87(4.2)(e)—= Amalgamation; 187.2 ~~ Tax 


on dividends on. taxable preferred shares. 


Pre-RSC. History: 1988, c. 55, .subsec. 159(4),. provides. that 
where. a. prescribed form referred to in, subsec, 191.2(1) is, filed 
before March 14, 1989 it shall be deemed to have been filed on the 
day on or before which it is required by that subsec. to be hes See 
also the history note at the end of Part VI.1. 


Forms: 1769: Election under section 191.2 by an issuer of taxable 
preferred shares to pay Part VI.1 tax ata rate of 40%. 


(2) Time of election — An election with respect to 
a class of taxable. preferred shares filed in_accor- 
dance with subsection,(1) shall be, deemed to have 

been filed before any dividend on a share of that 
class is paid. 


(3) Assessment — Where: an election: hasbeen 
filed under ‘subsection (1), the Minister shallj:not- 
withstanding subsections 152(4) and;(5), .assess,,or 
reassess the tax, interest or penalties payable under 
this Act by any corporation for any relevant taxation 
year in order to take into account the electron: 


Definitions [s. 191.2]: “assessment” — 248(1); “corporation” — 
248(1), Interpretation Act 35(1); “dividend” —-248(1); “financial 
intermediary corporation” — 1911); “Minister”, “prescribed” — 


248(1); “private holding corporation” —191(1); “share” — 248(1):; 

“tax payabl a “taxable Canadian corporation” — 89(1), 

268 (los “taxable preferred share” — 248(1); “taxatiom year” — 249; 
“taxpayer”, —.248(1). 


interpretation Bulletins [s. 191 2} IT-88R2: Stock dividends. 


191.3 (1) Agreement respecting liability for 
tax —. Where a corporation (in this section referred 
to as the “transferor corporation’’) and a taxable Ca- 
nadian corporation (in this section referred to as the 
“transferee corporation”) that was related (otherwise 
than. because of a right referred to in paragraph 
251(5)(b) or because of the control of any corpora- 
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tion by Her Majesty in right of Canada or a prov- 
ince) to the transferor corporation 


(a) throughout a particular taxation year of the 
transferor corporation (or, where the transferee 
corporation came into existence in that year, 
throughout the part of that year in which the 
transferee corporation was in existence), and 


(b) throughout the last taxation year of the trans- 
feree corporation ending at or before the end of 
the particular taxation year (or, where the trans- 
feror corporation came into existence in that last 
taxation year of the transferee corporation, 
throughout that part of that last year in which the 
transferor corporation was in existence) 


file as provided in subsection (2) an agreement or 
amended agreement with the Minister under which 
the transferee corporation agrees to pay all or any 
portion, as is specified in the agreement, of the tax 
for that taxation year of the transferor corporation 
that would, but for the agreement, be payable under 
this Part by the transferor corporation (other than any 
tax payable by the transferor corporation by reason 
of another agreement made under this section), the 
following rules apply, namely, 


(c) the amount of tax specified in the agreement 
is an amount determined for that taxation year of 
the transferor corporation in respect of the trans- 
feror corporation for the purpose of paragraph 
191.1(1)(b), 


(d) the amount of tax specified in the agreement 
is an amount determined in respect of the trans- 
feree corporation for its last taxation year ending 
at or before the end of that taxation year of the 
transferor corporation for the purpose of subpara- 
graph 191.1(1)(a)(iv), and 


(e) the transferor corporation and the transferee 
corporation are jointly and severally liable to pay 
the amount of tax specified in the agreement and 
any interest or penalty in respect thereof. 


Related Provisions: 87(2)(ss) — Amalgamations — continuing 
corporation; 110(1)(k) —Part VI.1 tax; 191.3(1.1) — Consideration 
for entering into agreement deemed to be nil; 191:3(6) — Payment 
by transferor corporation. 


History: The opening words of subsec. 191.3(1) and paras. (a) and 
(b) amended by 1998, c. 19, s. 207, applicable to taxation years of a 
transferor corporation that begin after 1994, except that the amend- 
ment to the opening words applies only to taxation years of. the 
transferor corporation that end after April 26, 1995. 


Subsec. 207(3) of the said c. 19 provides that where an agreement 
under subsec. 191.3(2) can be made between a transferor corpora- 
tion and a transferee corporation solely because of the amendment 
to para. 191.3(1)(a) or (b), the agreement is deemed to have been 
filed on time if it is filed with the Minister of National Revenue 
before October 1998. 


The opening words of subsec. 191.3(1) and paras. (a) and (b) for- 
merly read: 


(1) Agreement respecting liability for tax — Where a cor- 
poration (in this section referred to as the “transferor corpora- 
tion”) and a taxable Canadian corporation (in this section re- 
ferred to as the “transferee corporation”) which was related 


Income Tax Act 


(otherwise than by reason of a right referred to in paragraph’ 
251(5)(b)) to the transferor corporation 


(a) throughout a taxation year of the transferor corpora- 
tion, and 


(b) throughout the last taxation year of the transferee cor- 
poration ending at or before the end of that taxation year 
of the transferor corporation, 


(1.1) Consideration for agreement — For the 
purposes of Part I of this Act, where property is ac- 
quired at any time by a transferee corporation as 
consideration for entering into an agreement with a 
transferor corporation that is filed under this section, 


(a) where the property was owned by the trans- 
feror corporation immediately before that time, 


(i) the transferor corporation shall be deemed 
to have disposed of the: property at that time 
for proceeds equal to the fair market value of 
the property at that time, and | 


(i1) the transferor corporation shall not be enti- 
tled to deduct any amount in computing its in- 
come as a consequence of the transfer of the 
property, except any amount arising as a con- 
sequence of subparagraph (i); 


(b) the cost at which the property was acquired 
by the transferee corporation at that time shall be 
deemed to be equal to the fair market value of the 
property at that time; 


(c) the transferee corporation shall not be. re- 
quired to add an amount in computing its income 
solely because of the acquisition -at that time of 
the property; and 


(d) no benefit shall be deemed to have been con- 
ferred on the transferor corporation as a conse- 
quence of the transferor corporation entering into 
an agreement filed under this section. 


History: Subsec. 191,3(1.1) added by 1995, c. 21, s. 41, applicable 
to 1988 et seq. 


(2) Manner of filing agreement — An agreement 
or amended agreement referred to in subsection (1) 
between a transferor corporation and a transferee 
corporation shall be deemed not to have been filed 
with the Minister unless 


(a) it is in prescribed form: 


(b) it is filed on or before the day on or before 
which the transferor corporation’s return forthe 
year in respect of which the agreement is filed is 
required to be filed under this Part or within the 
90 day period commencing on the day of mailing 
of a notice of assessment of tax payable under 
this Part or Part I by the transferor corporation for 
the year or by the transferee corporation for its 
taxation year ending in the calendar year in which 
the taxation year of the transferor. corporation 
ends or the mailing of a notification that no tax is 
payable under this Part or Part I for that taxation 
year; 
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(c) it is accompanied by, 


(i) where the directors of the transferor corpo- 
ration are legally entitled to administer its af- 
fairs, a certified copy of their resolution au- 
thorizing the agreement to be made, 


(ii) where the directors of the transferor cor- 
poration are not legally entitled to administer 
its affairs, a certified copy.of the document by 
which the person legally entitled to administer 
the corporation’s affairs authorized the agree- 
ment to be made, . 


(iii) where the directors of the transferee cor- 


poration are legally entitled to administer its 
affairs, a certified copy of their resolution au- 
thorizing the agreement to be made, and 


(iv) where the directors of the transferee cor- 
poration are not legally entitled to administer 
its affairs, a certified copy of the document by 
which the person legally entitled to administer 
the corporation’s affairs authorized the agree- 
ment to be made; and 


-(d) where the agreement is not an agreement to 
which subsection (4) applies, an agreement 
amending the agreement has not been filed in ac- 
cordance with this section. | 
(e) [Repealed] } 
History: Para. 191.3(2)(e) repealed by 1994, c..7, Sch. IT (1991, c. 
49), s. 163, applicable to 1989 et seg. Para. (¢) formerly read: 


(e) no tax is payable under Part I by the transferor corporation 
for its taxation year in respect of which the agreement is filed. 


(3) Assessment — Where an agreement .or 
amended agreement between a transferor corporation 
and a transferee corporation has been filed under this 
section with the Minister, the Minister shall, not- 
withstanding subsections 152(4) and (5), assess or 
reassess the tax, interest and penalties payable under 
this Act by the transferor corporation and the trans- 
feree corporation for any relevant taxation year in or- 
der to take into account the agreement or amended 
agreement. 


(4) Related corporations — Where, at any time, 
a corporation has become related to another corpora- 
tion and it may reasonably be considered, having re- 
gard to all the circumstances, that the main purpose 
of the corporation becoming related to the other cor- 
poration was to transfer, by filing an agreement or an 
amended agreement under this section, the benefit of 
a deduction under paragraph 110(1)(k) to a trans- 
feree corporation, the amount of the tax specified in 
the. agreement shall, for the purposes of paragraph 
(1)(c), be deemed to be nil. 


(5) Assessment of transferor corporation — 
The Minister may at any time assess a transferor cor- 
poration in -respect-of any amount for which it is 
jointly and severally liable by reason of paragraph 
(1)(e) and the provisions of Division | of Part.I are 
applicable in respect of the assessment as though it 
had been made under section 152. 


S. 191.4 


(6) Payment by transferor corporation — 
Where a transferor corporation and a transferee cor- 
poration are by reason of paragraph (1)(e) jointly and 
severally liable in respect of tax payable by the 
transferee corporation. under subparagraph 
191.1(1)(a)(iv) and any interest or penalty in respect 
thereof, the following rules apply: 


(a) a payment by the transferor corporation on ac- 
count of the liability shall, to the extent thereof, 
discharge the joint liability; and 


(b) a payment by the transferee corporation on 
account of its liability discharges the transferor 
corporation’s liability only to the extent that the 
payment operates to reduce the transferee corpo- 
ration’s liability under this Act to an amount less 
than the amount in respect of which the transferor 
corporation was, by paragraph. (1)(e), made 
jointly and severally lable: 
Definitions [s. 191.3]: “amount”, “assessment” — 248(1); “cal- 
endar year” — Interpretation Act 37(1)(a); “corporation” — 248(1), 
Interpretation Act 35(1); “Minister”, “prescribed” — 248(1), “prov- 
ince” — Interpretation Act 35(1); “related” — 251(2);, “tax paya- 
ble” — 248(2); “taxable Canadian corporation” — 89(1), 248(1); 


“taxation year” — 249; “transferee corporation”, “transferor corpo- 


ration” — 191.3(1). 
Interpretation Bulletins [s. 191.3]: IT-88R2: Stock dividends. 


Forms [s. 191.3]: T770: Agreement respecting liability for Part 
VIL tax. ae 


191.4 (1) Information return — Every corporation 
that is or would, but for section 191.3, be liable to 
pay tax under this Part for a taxation year shall, not 
later than the day on or before which it is required by 
section 150 to file its return of income for the year 
under Part I, file with the Minister a return for the 
year under this Part in prescribed form containing an 
estimate of the tax payable by it under this Part for 
the year. 

Related Provisions: 150.1(5) — Electronic filing; 15711) — 


Payment of Part VI-1 tax; 157(2), (2.1) — Special cases; 
161(4.1) — Limitation respecting corporations. 


Forms: T1761; Calculation of Parts IV.1 and VI.1 taxes payable. 


(2) Provisions applicable to Part — Sections 
152, 158 and 159, subsection 161(11), sections 162 
to 167 and Division J of Part I apply to this Part with 
such modifications as the circumstances require. 


History: Subsec. 191.4(2) amended by 1994, c. 7, Sch. VIII (1993, 
c. 24), s. 116, applicable to 1992 et seg. Subsec. (2) formerly read: 


(2) Provisions applicable to Part — Sections 152, 158 and 
159, subsections 161(1), (2) and (11), sections 162 to 167 and 
Division J of Part I aré applicable to this Part with such modi- 
fications as the circumstances require. 


(3) Provisions applicable — Crown corpora- 
tions — Section 27 applies to this Part with any 
modifications that the circumstances require. 


History: Subsec. 191.4(3) added by 1998, c. 19, s. 208, applicable 
after 1987. 


Definitions [s. 191.4]: “corporation” — 248(1), Interpretation 
Act 35(1); “Minister”, “prescribed” — 248(1);. “tax payable” — 
248(2); “taxation year” — 249. 
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Pre-RSC History [Part V1.1]: Part VI.1 (és. 191 'to 191.4) enacted 
by 1988, c, 55, subsec. 159(1), applicable to 1988 et seq. (For spe- 
cial. application rules re subsecs, 191(4) and (5), 191.1(1)-and 
191.2(1), see heading “Special application” under those respective 
subsections.) 1988, c. 55,subsec. 159(3) provides that where a divi- 
dend is paid at any time after December 15, 1987 and before 1988 
ona share, and it may reasonably be considered, having regard to 
all the circumstances, including the amount of any dividends that 
may be paid.or declared on the share after 1987, that the dividend 
was paid at that time to avoid or, limit the application of Part VI.1, 
the dividend shall be deemed for the purposes of that Part to have 
been paid on January 1, 1988. 


Interpretation Bulletins [Part VI.1]:IT-88R2: Stock dividends. 


Information Circulars [Part V1.1]: 81-11R3: ‘Corporate | 


instalments. 


Part VIl— Refundable Tax 
on Corporations Issuing 
Qualifying Shares 


192. (1) Corporation to pay tax — Every corpo- 
ration shall pay a tax under. this Part for a taxation 
year equal to the total of all amounts each of which 
is an amount designated under subsection (4) in re- 
spect of a share issued by it in the year. 


Related Provisions: 227.1(1) — Liability of directors for unpaid 
Part VIL tax. 


(2) Definition of “Part VII refund” — In this 
Part, the “Part VII refund” of a corporation for a tax- 
ation year means an amount equal to the lesser of 


(a) the total of 


(i) the amount, if any, by which the: share- 
purchase tax: credit of the corporation for the 
year exceeds the amount,.if any, deducted in 

“respect thereof by it for the year under subsec- 
“tion 127.2(1) from its tax otherwise payable 
under Part I for the year or the amount 
deemed by subsection 127.2(2) to have been 
paid on account of its tax payable under Part I 
for the year, as the case may be, and 


(ii) such amount as the corporation may claim, 
not exceeding the amount that would, if para- 
graph (i) of. the definition “investment tax 
credit” in subsection 127(9) were read without 
reference to the words “the year or”, be its in- 
vestment tax credit at the end of the year in 
respect of property acquired, or an expendi- 
ture made, after April 19, 1983 and on or 
before the last day of the year, and © : 


(b) the refundable Part VII tax on hand of the cor- 
poration at the end of the year. 


Related Provisions: 248(1)“lawyer” — Definition applies to en- 
tire Act. 


Pre-RSC_ History: Subpara. 192(2)(a)(ii) amended to substitute 
"paragraph (i) of the definition “investment tax credit” in subsection 
127(9)” for “paragraph 127(9)(g)”: by 1985, c. 45, subsec. 103(1), 
applicable to 1985 et seg. 

Selected Cases [subsec. 192(2)]° 598606 Ontario Lid. v. MNR, 


[1993} 1-C.T.C. 2001 (TCC) (SRTC denied where issuer failed to 
file prescribed form within prescribed time). 


Income Tax Act 


(3) Definition of “refundable Part VII tax on 
hand” — In this. Part, “refundable Part VII tax on 
hand” of a corporation at the end of a taxation year 
means the amount, if any, by which. 


(a) the total of the taxes payable by it under this 
Part for the year and all preceding taxation years 


exceeds the total of - 


(b) the total of its Part VII refunds for all preced- 


ing taxation years, and 


(c) the total of all amounts each of which is an 
amount of tax included in the total described in 
paragraph (a) in respect of a share that was issued 
by the corporation and that, at the time it was is- 
sued, was not a qualifying share. 


Related Provisions: 248(1)‘refundable Part VII tax on hand” — 
Definition applies to entire Act. 


(4) Corporation may designate amount — 
Every taxable Canadian corporation may, by filing a 
prescribed form with the Minister at any time on or 
before the last day of the month immediately follow- 
ing the month in which it issued a qualifying share of 
its capital stock (other than a share issued before 
July, 1983 or after 1986, or a share in respect of 
which the corporation has, on or before that day, 
designated an amount under subsection 194(4)), des- 
ignate, for the purposes of this Part and Part I, an 
amount in respect of that share not exceeding 25% of 
the amount by which 


(a) the amount of the consideration for which the 
share was issued 


exceeds 


(b) the amount of any assistance (other than an 

amount included in computing the share-purchase 

tax credit of a taxpayer in respect of that share) 

provided or to be provided by a government, mu- 

nicipality or any other public authority in respect 

of, or for the acquisition of, the share. . 
Related Provisions: 127.2(10) — Election re_ first holder; 
127.2(11) — Calculation of consideration; 193(2) — Corporation to 
make payment on account of tax: 193(7) — Avoidance of tax. 
Pre-RSC History: All that portion of subsec. 192(4) preceding 
para. (a) amended by 1986, c: 6, subsec. 101(1), to substitute “a 
qualifying share. of its capital stock” for ‘a share of its capital 
stock”, applicable in respect of shares of a corporation issued after 
May 22, 1985, other than shares issued before 1986 


(a) under the terms of an agreement in writing entered into by 
the corporation before May 23, 1985; or 


(b) as part of a lawful distribution to the public in accordance 
with a prospectus, preliminary prospectus or registration state- 
ment filed before May 24, 1985 with a public authority in Can- 
ada pursuant to and in accordance with the securities legislation 
of Canada or of any province and, where required by law, ac- 
cepted for filing by such public authority. 


Regulations: 227 (information returns). 


(4.1) Computing paid-up capital after desig- 
nation — Where a corporation has designated an 
amount under subsection (4) in respect of shares is- 
sued at any time after May 23, 1985, in computing, 
at any particular time after that time; the paid-up 
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capital in respect of the class of shares of the capital 
stock of the corporation that includes those shares 


(a) there shall be deducted the amount, if any, by 
which 


(i) the increase as a result of the issue of those 


shares in the paid-up capital in respect of all 
shares of that class, determined without refer- 
ence to this subsection as it applies to. those 
shares, | 


exceeds 


(ii) the amount, if any, by which the total 
amount of consideration for which those 
shares were issued exceeds the total amount 
designated by the corporation under subsec- 
tion (4).in respect of those shares; and. 


(b) there shall be’ added an amount equal to the 
lesser of 


(i) the amount, if any, by which 


(A) the total of all amounts each of which 
is an amount deemed by subsection 84(3), 


(4) or (4.1) to be a dividend on shares of 


that class paid by the corporation after 
May 23, 1985 and before the particular 
time 

exceeds 


(B) the total that would be determined 
under clause (A) if this Act were read 
without reference to paragraph (a), and 


(ii) the total of all amounts each of which is an 
amount required by paragraph (a) to be de- 
ducted in computing the paid-up capital in re- 
spect of that class of shares after May 23, 
1985 and before the particular time. 


Related Provisions: 127.2(8) — Deemed cost of designated 
share. 


Pre-RSC History: Subsec. 192(4.1) added by 1986, c. 6, subsec. 
101(2), applicable after May 23, 1985. 


(5) Presumption — For the purposes of this Act, 
the Part VII refund of a corporation for a taxation 
year shall be deemed to be an amount paid on ac- 
count of its tax under this Part for the year on the last 
day of the second month following the end of the 
year. 


(6) Definition of “qualifying share” — In this 
Part, “qualifying share’, at any time, means a pre- 
scribed share of the capital stock of a taxable Cana- 
dian corporation issued after May 22, 1985 and 
before 1987. 


Related Provisions: 248(1)“qualifying share” — Definition ap- 


plies to entire Act. 
Regulations; 6203 (prescribed shares). 


(7) Effect of obligation to acquire shares — 
When determining under section 251 whether a cor- 
poration and any other person do not deal with each 
other at arm’s length for the purposes of any regula- 
tions made for the purposes of subsection (6), a per- 
son who has an obligation in equity, under a contract 


re Share-Purchase Tax Credit 


S. 192(7) 


or otherwise, either immediately or in the future and 
either absolutely or contingently, to acquire shares in 
a corporation, shall be deemed to be in the same po- 
sition in relation to the control of the corporation as 
if that person owned the shares. 

Pre-RSC History: Subsecs. 192(6), (7) substituted by 1986, c. 6, 


subsec. 101(3), ‘applicable in respect of shares of a corporation is- 
sued after May 22, 1985, other than shares issued before 1986 


(a) under the terms of an agreement in writing entered into by 
‘the corporation before May 23, 1985; or 


(b) as part of a lawful distribution to the public in accordance 
with a prospectus, preliminary prospectus or registration state- 
“ment filed before May 24, 1985 with a public authority in Can- 
ada pursuant to and in accordance with the securities legislation 
of Canada or of any province and, where required by law, ac- 
cepted for filing by such public authority. 


_ Subsecs. 192(6), (7) formerly read: 


(6) “Qualifying share” defined — For the purposes of this 
Act, “qualifying share”, at any time, means a share (other 
than a share acquired by a taxpayer under circumstances re- 
ferred to in section 66.3) of the capital stock of a taxable Ca- 
nadian corporation issued after June 30, 1983 and before 
1987 for consideration (other than consideration that consists 
of or includes another share of the capital stock of the corpo- 
ration) where, at that time, the share was a prescribed share or 
where, at that time, 


(a) under the terms or conditions of the share, the amount 
(in this section referred to as the “dividend entitlement”) 
of the dividends that the corporation may. declare or pay 
on the share, or that the holder may receive on the share, 
is not limited by way of a formula or otherwise to a max- 
imum amount; 


(b) the amount (in this section referred to as the “liquida- 
tion entitlement”) that the holder is entitled to receive on 
the share on the dissolution, liquidation, or winding-up of 
the corporation is not limited by way of a formula or oth- 
erwise to a maximum amount; and 


(c) none of the following, namely, the corporation, a. per- 
son with whom the corporation does not deal at arm’s 
length or a partnership or trust of which the corporation 
(or a person with whom the corporation does not deal at 
arm’s length) is a member or beneficiary, 


(i) has either absolutely or contingently the right or 
obligation, at any time 


(A) to redeem, acquire or cancel the share in 
whole or in part, other than for an amount equal 
to or substantially equal to the fair market value 
(determined without reference to any such right 
or obligation) of the share or the part thereof, as 
the case may be, at that time, or 


(B) to convert, the. share into another security, 
other than into another security the fair market 
value of which is at that time equal to or sub- 
stantially equal to the fair market value (deter- 
mined without reference to any such right or ob- 
ligation) of the share at that time, 


(ii) has either absolutely or contingently the obliga- 
tion, at any time, to reduce the paid-up capital of the 
corporation in respect of the share, or 


(iii) could, at the time the share was issued reasona- 
bly have been expected 


(A) within 2 years of that time, to redeem, ac- 
quire or cancel the share in whole or in part or 
convert it into another security (other than into 
another security of the corporation that would, if 
it were issued for consideration that does not 


1551 


S. 192(7) 


consist.of or include a share of the capital stock 
of the corporation, be a qualifying share), or 


(B) to reduce the paid-up capital of the corpora- 
tion in respect of the share. 


(7) Idem — For the purposes of subsection (6); 


(a) the dividend entitlement of the share shall: be deemed 
not to be limited to a maximum amount where it may rea- 
sonably be considered that all or substantially all of the 
amount of the dividend entitlement is determinable by 
reference to the dividend entitlement of another share of 
the capital stock of the corporation that meets the require- 
ments of paragraph (6)(a); 


(b) the liquidation entitlement of a share shall be deemed 
not to be limited to a maximum amount where it may rea- 
sonably. be considered that all or substantially all of the 
amount of the liquidation entitlement is determinable by 
reference to the liquidation entitlement of another share 
of the capital stock of the corporation that meets the re- 
quirements of paragraph (6)(b); and 


(c) where a corporation has merged or amalgamated with 
one or more other corporations, the corporation formed 
asa result of the merger or amalgamation shall be 
deemed to be the same corporation as, and a continuation 
of, each of its predecessor corporations and a share is- 
sued on the merger or amalgamation as consideration for 
another share shall be deemed to be the same share as the 
share for which it was issued. 


(8) Late designation — Where a taxable Cana- 
dian corporation that issued a share’ does not desig- 
nate an amount under subsection (4) in respect of the 
share on or before the day on or before which the 
designation was required by that subsection, the cor- 
poration shall be deemed to have made the designa- 
tion on that day if 


(a) the corporation has filed with the Minister a 
prescribed information return relating to the 
share-purchase tax credit in respect of the share 
within the time that it would have been so re- 
quired to file the return had the designation been 
made on that day, and 


(b) within 3 years after that day, the corporation 
has 


(i) designated an amount in respect of the 
share by filing a prescribed form with the 
Minister, and 


(ii) paid to the Receiver General, at the time 
the prescribed form referred to in subpara- 
graph (1) is filed, an amount that is a reasona- 
ble estimate of the penalty payable by the cor- 
poration for the late designation in respect of 
the share, 


except that, where the Minister has mailed a notice 
to the corporation that a designation has not been 
made in respect of the share under subsection (4), the 
designation and payment described in paragraph (b) 
must be made by the corporation on or before the 
day that is 90 days after the day of the mailing. 

Pre-RSC History: Subpara. 192(8)(b)(ii) substituted by 1984, c. 
45, s. 80, to add “at the time the prescribed form referred to in sub- 


paragraph (i) is filed” and to substitute “estimate of the penalty” for 
“estimate of the amount of the penalty”, applicable after June 1983. 
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(9) Penalty for late designation — Where, pur- 
suant to subsection (8), a corporation. made .a late 
designation in respect of a share issued in a month, 
the corporation shall pay, for each month or part of a 
month that elapsed during the period beginning on 
the last day on or before which an amount could 
have been designated by the corporation under sub- 
section (4) in respect of the share and ending on the 
day that the late designation is made, a penalty for 
the late designation in respect of the share in an 
amount equal to 1% of the amount designated in-re- 
spect of the share, except that the maximum penalty 
payable under this subsection by the corporation for 
a month shall not exceed $500. _ 


(10) Deemed deduction — For the purposes of 
this Act, other than the definition “investment tax 
credit” in subsection 127(9),. the amount, if any, 
claimed under subparagraph (2)(a)(ii) by a taxpayer 
for a taxation year shall be deemed to have been de- 
ducted by the taxpayer under subsection 127(5) for 
the year. . ae | 

Pre-RSC History: Subsec. 192(10) substituted by. 1985, c. 45, 


subsec. 103(2), applicable to 1985 et seq. Subsec. 192(10) formerly 
read: 


(10) Deemed deduction — For the purposes of this Act, 
other than subsection 127(9), the amount, if any, claimed 
under subparagraph (2)(a)(ii) by a taxpayer for a taxation year 
shall be deemed to have been deducted by him under subsec- 
tion 127(5) for the taxation year. 


(11) Restriction — Where. at any time a corpora- 
tion has designated an amount under subsection (4) 
in respect of a share, no amount may be designated 
by the corporation at any subsequent time in respect 
of that share. 

Selected Cases [s. 192]: 598606 Ontario Ltd. v. MNR, [1993] 1 
C.T.C. 2001 (TCC); appealed to FCTD (Feb. 11, 1993), File T-367- 
93 (Failure to make designation by filing prescribed form disentitles 
taxpayer to claim share-purchase tax credit). 

Definitions [s. 192]: “amount” — 248(1); “arm’s length” — 
251(1); “class of shares” — 248(6); “corporation” — 248(1), Inter- 
pretation Act 35(1);, “dividend”, “Minister” — 248(1);. “paid-up 
capital” — 89(1), 248(1); “person”, “property”, “share” — 248(1); 
“taxable Canadian corporation” — 89(1), 248(1); “taxation year” — 
249; “taxpayer” — 248(1); “trust” — 104(1), 248(1), (3). 


Interpretation Bulletins [s. 192]: IT-328R3: Losses on shares 
on which dividends have been received. 


193. (1) Corporation to file return — Every cor- 
poration that is liable to pay tax under this Part for a 
taxation year shall, on or before the day on or before 
which it is required to file its return of income under, 
Part I for the year, file with the Minister a return for 
the year under this Part in prescribed form. 

Forms: T2112: Corporation Part VII tax return. 


(2) Corporation to make payment on account 
of tax — Where, in a particular month in a, taxation 
year, a corporation issues a share in respect of which 
it designates an amount under section 192, the cor- 
poration shall, on or before the last of the month fol- 
lowing the particular month, pay to the. Receiver 
General on account of its tax payable under this Part 
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for the year an amount equal to the total of all 
amounts so designated. 


(3) Interest — Where a corporation is liable to pay 
tax under this Part and has failed to pay all or any 
part or instalment thereof on or before the day on or 
before which the tax or instalment, as the case may 


be, was required to be paid, it shall pay to the Re-_ 


ceiver General interest at the prescribed rate on the 


amount that it failed to pay computed from the day 


on or before which the amount was required to be 
paid to the day of payment. 


Related Provisions: 248(11) — Interest compounded daily. 


Pre-RSC History: Subsec. 193(3) substituted by 1985, c. 45, 
subsec. 104(1). Subsec. 193(3) formerly. read: 


(3) Interest amount in default — Where a corporation is lia- 
ble to pay tax under this Part and has failed to pay all or any 
part or instalment thereof on or before the day on or before 
which it was required to pay the tax, it shall, on payment of 
the amount in default, pay interest thereon at the prescribed 
rate for the period beginning on the day following the day on 
or before which it was required to make the payment and end- 
ing on the day of payment. 


Regulations: 4301(a) (prescribed rate of interest). 


(4) Idem — For the purposes of computing interest 
payable by a corporation under subsection (3) for 
any month or months in the period commencing on 
the first day of a taxation year and ending two 
months after the last day of the year in which period 
the corporation has designated an amount under sec- 
tion 192 in respect of a share issued by it in a partic- 
ular month in the year, the corporation shall be 
deemed to have been liable to pay, on or before the 
last day of the month immediately following the par- 
ticular month, a part or an instalment of tax for the 
year equal to that proportion of the amount, if any, 
by which its tax payable under this Part for the year 
exceeds its Part VII refund for the year that 


(a) the total of all amounts so designated by it 
under section 192 in respect of shares issued by it 
in the particular month 
is of 
(b) the total of all amounts so designated by it 
under section 192 in relent of shares issued by it 
in the year. 
Pre-RSC History: That portion of subsec. 193(4) preceding para. 
(a) amended to substitute “in the period commencing on the first 
day of a taxation year and ending two months after the last day of 
the year” for “in the 14 month period ending 2 months after the end 


of a taxation year”, by 1985, c. 45, subsec. 104(2), applicable to 
1986 et seq. 


(5) Evasion of tax — Where a corporation that is 
liable to pay tax under this Part in respect of a share 
issued by it wilfully, in any manner whatever, evades 
or attempts to evade payment of the tax and a pur- 
chaser of the share or, where the purchaser is a part- 
nership, a member of the partnership knew or ought 
to have known, at the time the share was acquired, 
that the corporation would wilfully evade or attempt 
to evade the tax, for the purposes of section 127.2, 
the share shall be deemed not to have been acquired. 
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(6) Undue deferral — Where, in a transaction or 
as part of a series of transactions, a taxpayer acquires 
a share of a corporation that the taxpayer controls 
(within the meaning assigned by subsection 186(2)) 
and it may reasonably be considered that one. of. the 
main purposes of the acquisition was to reduce fora 
period interest.on the: taxpayer’s liability for tax 
under this Part, the share shall, for the purposes of 
section 127.2 and this Part (other than this subsec- 
tion), be deemed not to have been acquired by the 
taxpayer and not to have been issued by the corpora- 
tion until the end of that period. 


Related Provisions: 248(10) — Series of transactions. 


(7) Avoidance of tax — Where, as part of a series 
of transactions or events one of the main purposes of 
which may reasonably be considered to be the avoid- 
ance of.tax that might, otherwise have.been or be- 
come payable under Part II by any corporation, a 
particular corporation has issued a share in a taxation 
year in respect of which it:has designated an amount 
under: subsection '192(4), the particular corporation 
shall, on or before the last day of the second month 
after the end of the year, pay a tax under this Part for 
the year equal to 125% of the amount of tax under 
Part II that is or may be avoided by, reason of the 
series of transactions or events. 


(7.1) Tax on excess — Where a corporation has in 
a taxation’ year made an election under subsection 
127.2(10) in respect of any share that was part of a 
distribution of shares referred to in that subsection 
and, at the end of that year or any subsequent taxa- 
tion year, 


(a) the total of the amounts designated under sub- 
section 192(4) in respect of those shares as evi- 
denced by the prescribed information returns re- 
quired by regulation to be filed with the Minister 
by a taxpayer other than the corporation 


exceeds 


(b) the total of the amounts designated under sub- 
section 192(4) in respect of those shares acquired 
by the taxpayer and in respect of which another 
taxpayer was required by regulation to provide 
the taxpayer with a prescribed information return 
relating to the designation under that subsection, 


the taxpayer is liable to pay a tax under this Part for 
the taxation year at the end of which there is such an 
excess equal to the amount of the excess, which tax 
is to be paid to the Receiver General within 60 days 
after the end of the taxation year, and the excess 
shall be included in determining the total under para- 
graph (b) for any taxation year of the taxpayer subse- 
quent to that year. 


Pre-RSC History: Subsec. 193(7.1) added by 1984, c. 45, s. 81, 
applicable after June 1983... 


(8) Provisions applicable to Part — Sections 
151, 152, 158 and 159, subsection 161(11), sections 
162 to 167 and Division J of Part I are applicable to 
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this Part with such modifications as the circum- 
stances require. ; mM 


Pre-RSC History: Subsec. 193(8) amended by 1986. c. 6, s. 102, 
to add reference to subsection 161(11). 


Definitions [s. 193]: “amount” — 248(1): “corporation” — 
248(1), Interpretation Act 35(1); “Minister” — 248(1); “person” — 
127.2(9), 248(1); “prescribed” — 248(1); “series of transactions” — 
248(10); “share”, “taxpayer”? — 248(1); “taxation year” — 249. 


Pre-RSC History [Part VII]: Part VII (ss. 192, 193) enacted by 
1984, c. 1, subsec. 95(1), applicable after June 1983, except that any 
designation under subsec. 192(4) made on or before the day that is 
90 days after January 19, 1984 shall be deemed to have been made 
on or before the day referred to in subsec. 192(4). 


Pre-RSC History [former Part VII]: Part VII (ss. 192, 193) 
repealed by 1977-78, c. 1, s. 88, applicable to dividends paid or re- 
ceived after March 31, 1977. Part VII formerly read: 


Part VIl— Tax on Recipient of 
Dividend Paid Out of Designated 
Surplus 


192. (1) Tax where dividend paid out of designated sur- 
plus — Where a corporation has ‘at any time in a taxation 
year and after 1971 received from a corporation resident in 
Canada and controlled by it a taxable dividend the amount of 
which was or would have been, but for subsection 112(5), de- 
ductible under subsection 112(1) for the purpose of comput- 
ing its taxable income for the year, the corporation by which 
the dividend was received shall, on or before the day on or 
before which it is required to file its return of income under 
Part I for the year, pay a tax under this Part of 25% on the 
portion of the dividend that was paid-out of the designated 
surplus of the payer corporation. 


(2) Where dividend received by trader or dealer in secur- 
ities — Where a trader or dealer in securities (other than a 
corporation) has at any time in a taxation year and after 1971 
received a taxable dividend from a corporation resident in 
Canada that would, if the trader or dealer had been a corpora- 
tion, have been controlled by the trader or dealer, the trader or 
dealer shall, on or before the day on or before which he is 
required to file his return of income under Part I for the year, 
pay a tax under this Part of 25% on the portion of the divi- 
dend that was paid out of the designated surplus of the 
corporation. 


(3) Where amalgamation of 2 or more corporations — 
For the purposes of this Part; where at any time in a taxation 
year and after 1971 there has been an amalgamation of 2 or 
more corporations at a time when one or more of the corpora- 
tions (in this subsection referred to as.a “controlled corpora- 
tion”) were controlled by another or others of those corpora- 
tions (in this subsection referred to as a “controlling 
corporation”), 


(a) each controlling corporation shall be deemed to have 
received a taxable dividend immediately before the amal- 
gamation from each corporation controlled by it at that 
time, 


(b) each such taxable dividend so received from a con- 
trolled corporation shall be deemed to have been paid out 
of the controlled corporation’s designated surplus imme- 
diately before the amalgamation, and 


(c) the amount of any such dividend so received by a 
controlling corporation from a corporation controlled by 
it shall be deemed to be the greater of 


(i) the amount that would have been payable to it on 
the winding-up of the controlled corporation imme- 
diately before the amalgamation if the subscribed 
capital had been repaid and what remained to be dis- 
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tributed on the winding-up were an amount equal to 
the designated surplus of the controlled corporation 
immediately before the amalgamation, and 


(ii) the amount that would have been feceived by it 
as dividends on its shares of the capital stock of the 
controlled corporation immediately before the amal- 
gamation, if at that time: ; 


(A) the maximum amount available for divi- 
dends were an amount equal to the designated 

- surplus of the controlled corporation immedi- 
ately before the amalgamation, and 


(B) the controlled corporation had distributed 
that amount by way of dividends to its share- 
holders, in accordance with their respective 
rights to receive dividends. 


(4) Where corporation controlled — For the purpose of this 
section, one corporation is controlled by another corporation 
if more than 50% of its issued share capital (having full vot- 
ing rights under all circumstances) belongs to the other corpo- 
ration, to persons with whom the other corporation does not 
deal at arm’s length, or to the other: corporation and persons 


~ with whom the other corporation does not dealat arm’s 


length. 


(5) When dividend paid out of designated surplus — For 
the purpose of this section, ~~ - e 


(a) where the amount of a corporation’s earnings for a 
control period that was available for payment of divi- 
dends was, at the time a particular taxable dividend was 
paid, equal to or greater than the particular dividend plus 
all other taxable dividends paid by the payer corporation 
at the same time as the particular dividend, no part of the 

, particular dividend shall be regarded as having been paid 
out of designated surplus; and. - 


(b) in any. other case, the portion. of the. particular divi- 
dend that shall be deemed to have been paid out of desig- 
nated surplus is that proportion of the lesser of ~ 


(i) the aggregate of the particular dividend ‘and all 
other taxable dividends paid by the payer corporation 
at the same time as the particular dividend, minus the 
amount, if any, of the payer corporation’s earnings 
for the control period that was available for payment 
of dividends at that time, and 


(ii) the designated surplus of the payer corporation 
immediately before that time, 


that the particular dividend is of the aggregate of the par- 
ticular dividend and all other dividends paid by the payer 
corporation at the same time as. the particular dividend. 


(6) Where dividends paid at same time on more than 
one class of shares — For the purpose of subsection (5), 
where a corporation has, at the same time, paid dividends on 
its issued shares of different classes and one of the classes of 
shares had full voting rights under all circumstances and an- 
other had not, the dividends on the shares of the class that had 
full voting rights under all circumstances shall be deemed to 
have been paid immediately after the dividends on the other 
shares. 


(7) ldem — For the purpose of subséction (5), dividends paid 
on the same day, shall, subject to subsection (6), be deemed to 
have been paid at the same time, 


(8) Meaning of: “control period” — In this section “control 
period”. means the period. from the commencement .of the 
payer corporation’s taxation year in which the control was ac- 
quired to the end of the taxation year in which the dividend 
was paid. 

(9) Determination of amount of earnings available for 


payment of dividend — For the purposes of this section, the 
amount of a corporation’s earnings for a control period that 
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was available for payment of dividends at a particular time is 
the amount by which the aggregate of 


(a) the amount, if any, by which 


(i) the amount of its earnings for the control period 
that was available for payment of dividends at the 
end of its 1971 taxation year (within the meaning as- 
signed by subsection 28(5) of this. Act as it read in its 
application to the 1971 taxation year), 


exceeds 


(ii) all amounts on which the corporation has, before 
the particular time, elected to pay tax under Part IX, 


(b) its incomes for taxation years ending after 1971 that 
are in the control period, 


(c) 2 times the amount, if any, of the corporation’s re- 
fundable dividend tax on hand (within the meaning as- 
signed by subsection 129(3)) at the commencement of 
the control period, and 


(d) the aggregate of its dividend refunds (within the 
meaning assigned by subsection 129(1)), if any, for taxa- 
tion years ending after 1971 that are in the control period, 


exceeds the aggregate of 


(e) its income or profits taxes paid or payable, for taxa- 
tion years ending after 1971 that are in the control period, 


(i) under this Act, or 
(ii) to a government of 
(A) a province, 
(B) a country other than Canada, or 


(C) a state, province or other political subdivi- 
sion of a country other than Canada 


except to the extent that those taxes were deductible in 
computing the income of the corporation under Part I for 
any of those years, 


(f) the corporation’s net capital losses, non-capital losses 
and restricted farm losses for taxation years ending after 
1971 that are in the control period, other than the first 
taxation year in the control period, 


(g) all taxable dividends paid by the corporation in the 
control period after 1971 and before the particular time, 
to the extent that they were not paid out of designated 
surplus, 


(h) the amount that would, if this Act as it read in its ap- 
plication to the 1971 taxation year were applicable to the 
period consisting of that part of the corporation’s 1972 
taxation year that is before 1972, be the aggregate of 


(i) dividends paid by the corporation, and 


(ii) dividends deemed to have been ‘received by its 
shareholders 


in the control period after its 1971 taxation year and 
before 1972, to the extent that they were not paid out of 
designated surplus, and 


(i) where the control period commenced after 1971, all 
taxable dividends received by the corporation in the con- 
trol period and before the particular time from corpora- 
tions resident in Canada and controlled by it to the extent 
that those dividends 


(i) were not paid out of designated surplus, and 


(ii) would have been paid out of designated surplus 
on the assumption made by subsection (10) with re- 
spect to the corporation. 


(10) Assumption respecting payments out of designated 
surplus — The assumption made by this subsection with re- 
spect to a corporation resident in Canada (in this subsection 
referred to as the “controlled corporation”) that was con- 
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trolled by another corporation (in this subsection referred to 
as the “controlling corporation”) in a control period is that 


(a) the designated surplus, and 


(b) the amount of the earnings for the control period that 
was available for payment of dividends 


of each corporation, other than the. controlled corporation, 
resident in Canada (hereinafter referred to as a “chain corpo- 
ration”), control of which was acquired by the controlling 
corporation by virtue of its acquisition of control of the con- 
trolled corporation, were computed as if . 


(c) each corporation that controlled the chain corporation, 
at the time the controlling corporation acquired control of 
the controlled corporation, had acquired control of the 
chain corporation at that time, and 


(d) taxable dividends received by the chain corporation 
after that time from another corporation that it controlled 
were 


(i) included in computing the chain corporation’s 
designated surplus, and 
(ii) not included in computing the amount of the 


chain corporation’s earnings for a control period that 
was available for payment of dividends 


to the extent that such dividends 
(iii) were not paid out of designated surplus, and 


(iv) would, on the assumption made by this subsec- 
tion, have been paid out of designated surplus. 


(10.1) Life insurance corporation’s control period earn- 
ings — Notwithstanding anything contained in subsection 
(9), the amount of a life insurance corporation’s earnings for 
a control period that was available for payment of dividends 


at a particular time is the aggregate of the amount thereof de- 


termined under subsection (9) and 2 times the aggregate of all 
income or profits taxes paid or payable by the corporation, for 
taxation years ending after 1971 that are in the control period, 
to a government of a country other than Canada or to a state, 
province or other political subdivision of a country other than 
Canada. 


(11) Application of ss. (1) to dividends received by 
certain corporations — Where 2 corporations have, from 
May.10, 1950, or earlier, to the time of the acquisition herein- 
after referred to of control of one of the corporations (herein- 
after in this subsection referred to as the “payer corporation”) 
by the other corporation (hereinafter in this subsection re- 
ferred to as the “receiving corporation”), been subsidiary con- 
trolled corporations and 


(a) been subsidiary to the same corporation, or 


(b) been subsidiary to separate non-resident corporations 
and become subsidiary to the same non-resident corpora- 
tion as a result of one of the non-resident corporations 
acquiring control of the payer corporation or the receiv- 
ing corporation from the other non-resident corporation, 


and the receiving corporation has: acquired control of the 
payer corporation by the purchase from the corporation to 
which they were or have become subsidiary of shares of the 
capital stock of the payer corporation for a consideration not 
exceeding 


(c) in the case of shares that had a par value, the par 
value thereof, and 


(d) in the case of shares that had no par value, the propor- 
tion of the paid-up capital of the payer corporation with 
respect to the class of shares to which the shares so ac- 
quired belong that the number of shares so acquired is of 
the number of issued shares of the class, 


subsection (1) is not applicable to a dividend paid by the 
payer corporation to the receiving corporation. 
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(12). ldem — For the purpose of this section, dividends paid 
by a payer corporation in the control period before the control 
was acquired shall be deemed to have been paid out of desig- 
nated surplus. 


(13) “Designated surplus” defined — In this section, “des- 
ignated surplus” at any particular time after 1971 of a corpo- 
tation resident in Canada means, ts 


(a) where control of the corporation was acquired before 
the end of the corporation’s 1972 taxation year, the 
amount, if any, by which the aggregate of 


(i) the lesser of 


(A) the amount in respect of the corporation that 
would be determined at the end of 1971 under 
subparagraph 28(6)(b)(ii) of the Act as it read in 
its application to the 1971 taxation year if the 
provisions of this Act, as it so read were applica- 
ble to the corporation’s 1972 taxation year, and 


(B) the amount, if any, by which 


(I) the amount that the corporation’s 1971 
undistributed income on hand would be at 
the commencement of 1972 if subsection 
196(4) were read without reference to 
paragraphs (c) and (f) thereof, 


exceeds 


(II) the amount of the corporation’s earnings 
for the control period that was available for 
the payment of dividends (within the mean- 
ing assigned by subsection 28(5) of this Act 
as it read in its application to the 1971 taxa- 
tion year) at the end of 1971, and 


(ii) where control of the corporation was acquired af- 
ter 1971, all taxable dividends received by the corpo- 
ration in the control period after 1971 and before the 
particular time from corporations resident in Canada 
and controlled by it, to the extent that the dividends 


(A) were not paid out of designated surplus, and 


(B) would have been paid out of designated sur- 
plus on the assumption made by subsection (10) 
with respect to the corporation, 


exceeds the aggregate of 
(iii) the amount, if any, by which 


(A) the aggregate of all amounts each of which 
is an amount on which the corporation has, 
before the particular time, elected to pay. tax 
under Part IX, 


exceeds 


(B) the amount in respect of the corporation de- 
termined under subclause (i)(B)(II), and 


(iv) all taxable dividends paid by the corporation af- 
ter 1971 to the extent that they were paid out of des- 
ignated surplus; and . 


(b) in any other case, the amount, if any, by which the 
aggregate of 


(i) the corporation’s 1971 undistributed income on 
hand at the particular time, 


(ii) the corporation’s post-1971 undistributed surplus 
at the end of its last taxation year before the control 
Was acquired, and 


(iii) all taxable dividends received by the corporation 
in the control period and before.the particular time 
from corporations resident in Canada and controlled 
by it, to the extent that the dividends 


(A) were not paid out of designated surplus, and 
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(B) would have been paid out of designated sur- 
plus on the assumption made. by subsection:(10) 
with respect to the corporation, 


exceeds the aggregate of 
(iv) the amount, if any, by which 


(A) the aggregate of amounts that’ would be de- 
termined at the end of the corporation’s 1971 
taxation year under subparagraphs 82(1)(a)(i) to 
(vii) of this Act as it read in its application to the 
1971 taxation year if 


(1) paragraph 82(1)(a) thereof were read 
without reference to subparagraph (iii) 
thereof, and = 


(II) references in paragraph 82(1)(a) (except 
clause (vii)(A)) thereof to “1917” were read 
as references to “1950”, 


exceeds 


(B) the aggregate of the incomes (within the 
meaning of this Act as it,read in. its application 
to the 1971 taxation: year) of the corporation for 
taxation years beginning with the 1950 taxation 
year and ending with the 1971 taxation year, 


(vy) all amounts received by the corporation after its 
1971 taxation year and before 1972 that would, 
within the meaning of this Act as it read in its appli- 
cation to the 1971 taxation year, be dividends re- 
ceived or deemed to have been received by it, 


(vi) 2 times the amount, if any, of the corporation’s 
refundable tax on hand (within the meaning assigned 
by subsection 129(3)) at the end ofits last taxation 
year before the control was acquired, and 


(vii) all taxable dividends paid by the corporation af- 
‘ter 1971 to the extent that they were paid out of des- 
ignated surplus. 


(14) Life insurance: corporation — Notwithstanding any- 
thing contained in subsection (13), the designated surplus of a 
life insurance corporation at any time means ‘the amount that 
is at the credit of its shareholders’ account at that time. 

(15) “Post-1971 undistributed surplus” defined — For the 
purposes of this section, a corporation’s “post- 1971 undistrib- 
uted surplus” ‘at the end of any particular taxation year means 
the aggregate of its incomes for taxation years beginning with 
the 1972 taxation year and ending with the particular year, 
minus the aggregate of the following amounts: 


(a) each net capital loss, non-capital loss and restricted 
farm loss of the corporation for any ‘such year; 


(b) each expense incurred or disbursement made by the 
corporation during any such year that was not allowed as 
a deduction in computing income for any of those years 
under Part I, except an expense or disbursement 


(i) incurred or made in respect of the acquisition of 
property including eligible capital property, 

(ii) that has been added in computing the adjusted 
cost base to the corporation of any property, or 


(ili) in respect of the repayment of loans or capital; 


(c) each taxable dividend paid by the corporation in any 
such year after 1971; and 


(d) each amount on which tax under Part’ IT was payable 
in respect of the redemption or acquisition by the corpo- 
ration in any such year of any shares of its capital stock. 


(16) Application of ss. (15) — Where, in the case of a cor- 
poration referred to in subsection 66(6), 66.1(4) or 66.2(3) as 
a “predecessor corporation”, subsection (15) is being applied 
to determine the post-1971 undistributed surplus of the corpo- 
ration at any particular time-after-such time after 1971 as all 
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or substantially all of the property of the corporation de- 
scribed in subsection 66(6), 66.1(4) or 66.2(3) has been ac- 
quired as described in that subsection, there shall not be in- 
cluded in the amount or amounts deductible under any 
paragraph of subsection (15) any amount in respect of ex- 
penses incurred by the corporation included in the aggregate 
or amount, as the case may be, determined under’ paragraph 
66(6)(a), 66.1(4)(a) or 66.2(3)(a), as the case may be. 


(17) |\dem — For the purposes of computing 


(a) a corporation’s earnings for a control period under 
subsection (9), and 


(b) 4-corporation’s post-1971, undistributed surplus under 
subsection (15), ) 


the incomes and non-capital losses of the corporation shall be 
deemed. to be the amount that they would have been if para- 
graph 20(1)(v.1) and subsection 65(1), had not been 
applicable. ' 


(18). Idem — For. the purpose of computing a corporation’s 
post-1971 undistributed surplus under subsection (15) at the 
end of a particular taxation year, there shall be added the 
amount of any loss of the corporation, for a taxation year end- 
ing before or in that year, from a farming business to the ex- 
tent that the amount of such loss was added by virtue of para- 
graph 53(1)(i) in computing the adjusted cost base to the 
corporation, immediately before the disposition by it of land 
used in the farming business, of the land so disposed of by it. 


(19) Acquisition of assets, etc., of insurance corpora- 
tion — Where all of the assets and liabilities of an insurance 
corporation incorporated under or pursuant to the laws of a 
province (in this subsection referred to as the “old corpora- 
tion’’) have, at a time when the corporation had post-1971 un- 
distributed surplus or.1971 undistributed income on hand, 
been acquired by an insurance corporation incorporated under 
or pursuant to an Act of the Parliament of Canada (in this 
subsection referred to as the “new corporation”) under an ar- 
rangement whereby it is contemplated that the new corpora- 
tion will carry on the business formerly carried on by the old 
_ corporation, and the paid-up capital of the new corporation 
was not, at the time of the acquisition of such assets and lia- 
bilities, less than the paid-up capital of the old corporation at 
that time, the post-1971 undistributed surplus or 1971 undis- 
tributed income on hand, as the case may be, of the new cor- 
poration immediately after that time as determined under this 
Act shall be deemed to be the amount otherwise determined 
thereunder plus the amount of the post-1971 undistributed 
surplus or 1971 undistributed income on hand, as the case 
may be, of the old corporation immediately prior to that time. 


(20) Dividend received by exempt person — No tax is 
payable under this Part by a corporation in respect of a divi- 
dend received by it at a time when it was a person exempt 
from tax under section 149. 


193. (1) Information returns — Every person liable to pay 
tax under this Part on any dividend received by him in a taxa- 
tion year shall, on or before the day on or before. which he is 
required to file his return of income under Part I for the year, 
file a return for the year under this Part in prescribed form. 


(2) Interest — Where a person is liable to pay tax under this 
Part and has failed to pay all or any part thereof on the day on 
or before which he was required to pay the tax, he shall, on 
payment of the amount in default, pay interest at a prescribed 
rate per annum from the day on or before which he was re- 
quired to make the payment to the day of payment. 


(3) Provisions applicable to Part — Sections 151, 152 and 
162 to 167, and Division J of Part I are applicable mutatis 
mutandis to this Part. 


Subsec. 192(17) substituted by 1976-77, c. 4, s. 66, applicable to 
calculations of earnings for a control period or designated surplus in 


S. 194(2)(a)(ii)(A) 


respect of dividends paid: after May 6, 1974. Subsec, 192(17) for- 
merly read: 
(17).For the purpose of computing a corporation’s post-1971 
undistributed surplus under subsection (15), the income of the 
corporation for a year shall be deemed to be the amount that 
“jt would have been applicable. 


Subsec. 192(16) substituted by 1974-75-76, Ci 26, s. 111, applicable 
to 1974 et seg. Subsec. 192(16) formerly read: 


(16) Where, in the case of a corporation referred to in subsec- 
tion 66(6) as a “predecessor corporation”, subsection (15) is 
being applied to determine the post-1971 undistributed sur- 
plus of the corporation at any particular time after such time 
after 1971 as all or substantially all of the property of the cor- 
poration described in subsection 66(6) has been acquired as 
described in that subsection, there shal] not be included in the 
amount or amounts deductible under any paragraph of sub- 
section (15) any amount in respect of expenses incurred by 
the corporation included in the aggregate determined under 
paragraph 66(6)(a)...° 


Part Vill— Refundable Tax 

on Corporations in respect 

of Scientific Research and 

Experimental Development 
Tax Credit 


194. (1) Corporation to pay tax — Every corpo- 
ration shall pay a tax under this Part for a taxation 
year equal to 50% of the total of all amounts each of 
which is an amount designated under subsection (4) 
in respect of a share or debt obligation issued by it in 
the year or a right granted by it in the year. 


Related Provisions: 227.1(1) — Liability of directors for unpaid 
Part VIII tax. 


Selected Cases [subsec. 194(1)]: Revelations Research Ltd. v. 
MNR, [1992] 1 C.T.C. 2136 (TCC) (Development of “synthetic in- 
telligence” hardware system not “scientific research and experimen- 
tal development”); Bechthold Resources Ltd. v. MNR, [1986] 1 
C.T.C. 195 (FCTD) (Assessment can be made before return re- 
quired to be filed; liability does not depend on notice of 
assessment); WIC Western Technologies Corp. v. MNR, [1986] 1 
C.T.C. 110 (FCTD) (Filing return is condition precedent before as- 
sessment under Part VIII could issue; assessment and requirement 
to pay quashed). 


(2) Definition of “Part VIII refund” — In this 
Act, the “Part VIII refund” of a corporation for a tax- 
ation year means an amount equal to the lesser of 


(a) the total of 


(i) the amount, if any, by which the scientific 
research and experimental development tax 
credit of the corporation for the year exceeds 
the amount, if any, deducted by it under sub- 
section 127.3(1) from its tax otherwise paya- 
ble under Part I for the year, and 


(ii) such amount as the corporation may claim, 
not exceeding 50% of the amount, if any, by 
which 


(A) the total of all expenditures made by it 
after April 19, 1983 and in the year or the 
immediately preceding taxation year each 
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of which is an expenditure (other than’ an 
expenditure prescribed for the purposes of 
the definition “qualified expenditure” in 
subsection 127(9)) claimed under para- 
graph 37(1)(a) or (b).to the extent that the 
expenditure is specified by the corporation 
in its return of income under Part I for the 
year 


exceeds the total of 


(B) the total of all expenditures each of 
which is an expenditure made by it in the 
immediately preceding taxation year, to 
the extent that the expenditure was: in- 
cluded in determining the total under 
clause (A) and resulted in | 


(I) a refund to it under’ this Part’ for the 
immediately preceding taxation year, 


(II) a deduction by it under subsection 
~37(1) for the immediately preceding 
taxation year, or 2 


(IIL) a. deduction.by. it under subsection 
127(5). for any, taxation year, and 


(C) twice the portion of the total of 
amounts each of which is an amount de- 
ducted by it in computing its income ‘for 
the year or the immediately preceding tax- 
ation year under section 37.1 that can rea- 
sonably be considered to relate to expendi- 
tures that were included in determining the 
total under clause (A), and rah xs 


(b) the refundable Part VIII tax on hand of ‘the 


corporation at the end of the year. 


Related Provisions: 37(1)(g) — Reduction of amount deducti= 
ble; 87(2)(1) — Amalgamations — continuation; 248(1)“Part°VIIt 
refund” — Definition applies to entire Act: 


Pre-RSC History: Cl. 194(2)(a)(ii)(A) amended to substitute “an 
expenditure (other than an expenditure prescribed for the purposes 
of the definition “qualified expenditure’ in.subsection 127(9)), 
claimed” for “an expenditure, other than an expenditure prescribed 
for the purposes of paragraph 127(10.1)(c), claimed”, by 1985, c. 
45, s. 105, applicable to 1985 et seq. 


(3) Definitions — In this Part, 


“debt obligation” has the meaning assigned by par- 
agraph (d) of the description of A’ in the formula 
found in the definition “scientific research and ex- 
perimental development tax credit” in-subsection 
L27.3(2); 


Origin of subsec. 194(3)debt obligation”: R'S.C)1985, c. 1 
(Sth Supp.). Formerly included in subpara. 127.3(2)(a)(iv) (now 
para. 127.3(2)“scientific research:and experimental development tax 
credit” A(d)). 


“refundable Part VIII tax on hand” of a corpora- 
tion at the end of a taxation year means the amount, 
if any, by which 


(a) the total of the taxes payable by it under this 
Part for the year and all preceding taxation years 
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exceeds 


(b) the total of its Part VIII refunds for all preced- 
ing taxation years. 


Related Provisions: 248(1)“refundable Part VIII tax on hand” — 
Definition. applies to entire Act. 


(4) Corporation may designate amount — 
Every taxable Canadian corporation may, by filing a 
prescribed form with the Minister at any time’ on or 
before the last day of the month immediately follow- 
ing a month in which it issued a share or debt obliga- 
tion or granted a right under a scientifi¢ research and 
experimental development financing contract (other 
than a share or debt obligation issued or’ a’ right 
granted before October, 1983, or a share in respect 
of which the corporation has, on or before that day, 
designated an amount under subsection 192(4)) des- 
ignate, for the purposes of this Part and Part I, an 
amount in respect of that share, debt obligation or 
right not exceeding the amount by which 


(a) the amount of the consideration for which it 
was issued or granted, as the case may be, 


exceeds 


(b) in the case of a share, the amount of any assis- 
tance. (other than an amount included in comput- | 
ing the scientific research and experimental de- 
velopment tax credit of a taxpayer in respect of 
that share) provided, or to be provided by a gov- 
ernment, municipality or any other public author- 
ity in respect of, or for the acquisition of, that 
share. 


Related Provisions: 127.3(9)— Election re first holder; 


127.3(10) — Calculation of consideration: 195(2) — Corporation to 
make payment on account of tax: 195(3), (4) — Interest on amount 
in default; '195(7) — Avoidance of tax. 


Selected Cases [subsec. 194(4)]: Eta Performance. Systems 
Corp. v. MNR, [1993} 1 C.T.C. 2710 (TCC) (Scientific research 
does not include routine data collection or research in social Sci- 
ences; or humanities); Groupmark Canada Ltd. v. Canada, [1993] 1 
C.T.C., 234 (FCTD) (Amounts paid to related company. before and 
after SRTC note issued were “consideration” for note); ,United 
Equities Ltd. v. MNR, [1992] 2 C.T.C. 214 (FCTD) (Taxpayer eligi- 
ble for scientific research tax credit despite late filing since require- 
ments for remedying delay met). 


Regulations: 226 (information return). 


(4.1) Computing paid-up capital after desig- 
nation — Where a corporation has designated an 
amount under subsection (4) in respect of shares is- 
sued at any time after May 23, 1985, in computing, 
at any particular time after that time, the paid-up 
capital in respect of the class of shares of the capital 
stock of the corporation that includes those shares 


(a) there shall be deducted the amount, if any, by 
which 


(i) the increase as.a result of the issue of those 
Shares in the paid-up capital in respect of all 
shares of that class, determined without refer- 
ence to this subsection as it applies to those 
shares, 
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exceeds 


(ii) the amount, if any, by which the: total 
amount of consideration for which those 
shares were issued exceeds 50% of ‘the 


amount designated by the corporation under — 


subsection (4) in respect of those shares; and 


(b) there shall be added an amount equal to the 
lesser of 


(i) the saat if any, by which 


(A) the total of all amounts each of which — 


is an amount deemed by subsection 84(3), 


(4) or (4.1) to. be a dividend on. shares..of © 


that class paid by the corporation after 
May 23, 1985 and before the ae og 
time 


exceeds 


- (B) the total that would be determined 
under clause (A) if this Act were read 
without reference to paragraph (a), and 


(ii) the total of all amounts: each of which is an 
amount required by paragraph (a) to be de- 


ducted in computing the paid-up capital in re- | 


spect of that class of shares after May 23, 
1985 and before the particular time. 


Related Provisions: 127. ierccecnpleseay cost of designated 
share, debt obligation or right. 


Pre-RSC History: Subsec. 194(4.1) added by 1986, c. 6, s. 103, 
applicable after ete 23, 1985. 


(4.2) Where amount may not be designated — 
Notwithstanding subsection (4), no amount may be 
designated by a corporation in respect of 


(a) a share issued by the corporation after Octo- 
ber 10, 1984, other than 


(i) a qualifying share issued before Mas 235 
1985, or 


(ii) a qualifying share issued. after “May aa, 
1985 and before 1986 


(A) under the terms of an agreement in - 


writing entered into by the corporation 
before May 23, 1985, other than pursuant 
to an option to acquire the share if the op- 
tion was not exercised before May 23, 
1985, or 


(B) as part of a lawful distribution to the 
public in accordance with a prospectus, 
preliminary prospectus or registration 
statement filed before May 24, 1985 with a 
public authority in Canada pursuant to and 
in accordance with the securities legisla- 
tion of Canada or of any province and, 
where required by law, accepted for filing 
by that public authority; 


(b) a share or debt obligation issued or a right 
granted by the corporation after October 10, 


S..194(7)(a) 


1984, other than a share‘or debt obligation issued 
or a right granted before 1986 


(i) under the terms of an agreement in writing 
entered into by the corporation before October 
11, 1984, other than pursuant to an option to 
acquire the share, debt obligation or right if 
the option was. not. exercised: before. October 
11, 1984, or tle 


(ii) where arrangements, asoreieh (as in writing, 
for the issue of the share or debt obligation or 
the granting of the right were Substantially ad- 
vanced before October 10, 1984; or. 
Selected Cases [subpara, 194(4.2)(b)(ii)]: Mort (C.L.) v. Can- 
ada, [1993] 1 .C.T.C.99 (FCTD) (Financing arrangements were 
“substantially advanced” when moratorium on SRTC HN an- 
nounced and qualified for grandfathering). 


fide CD tian Hee debt obligation issued, or a right 
granted, at any time after June 15, 1984, by a cor- 
poration that was an excluded corporation (within 
the meaning assigned by subsection 127.1(2)) at 
that time. 1a . , 
Pre-RSC History: Subsec. 194(4.2) added by 1986, c. 6, s. 103. 


Selected Cases [subsec. 194(4.2)]: First. Fund Genesis 
Corporation v.: Canada, [1991] 2 C.T.C..14,(FCTD) (Valid. designa- 
tion where purchase “substantially advanced” prior to statutory 
deadline). 


(5) Presumption — For the purposes of this’ Act, 
the Part VIII refund of a corporation for a taxation 
year shall be deemed to be an amount paid on. ac- 
count of its tax under this Part for.the year.on the last 
day of the second month. following, the end of the 
year. 

Selected Cases [subsec. 194(5)}: Groupmark. Canada, Ltd, v. 
Canada, [1993] 1 C.T.C. 234 (FCTD) (Amounts paid to related 


company before and after SRTC hiote issued were’ “consideration” 
for note). 


(6) Definition of “scientific research and 
experimental development financing con- 
tract” — In this Part, “scientific research and exper- 
imental development financing contract’ means a 
contract in writing pursuant to which an amount is 
paid by a person to a corporation as consideration for 
the granting by the corporation to that person of any 
right, either absolute or contingent, to receive in- 
come, other than interest or dividends. 


(7) Late designation — Where a taxable Cana- 
dian corporation that issued a share or debt obliga- 
tion or granted a right under a scientific research and 
experimental development financing contract does 
not designate an amount: under subsection (4) in re- 
spect of the share, debt obligation or right on or 
before the day on or before which the designation 
was required by that subsection, the corporation shall 
be deemed to have made the designation on that day 
if 


(a) the corporation has filed with the Minister a 
prescribed information return relating to the Sci- 
entific research and experimental development 
tax credit in respect of the share, debt obligation 
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or right within the time that it would have been so 
required to file the return had the designation 
been filed on that day, and 


(b) within 3 years after that day, the corporation 
has 


(i) designated an amount in respect of the 
share, debt obligation or right by filing a pre- 
scribed form with the Minister, and 


(ii) paid to the Receiver General, at the time 
the prescribed form referred to in subpara- 
graph (i) is filed, an amount that is a reasona- 
ble estimate of the penalty payable by the cor- 
poration for the late designation in respect of 
the share, debt obligation or right, 


except that, where the Minister has mailed a. notice 
to the corporation that a designation has not been 
made in respect of the share, debt obligation or right 
under subsection (4), the designation and payment 
described in paragraph (b) must be made by the cor- 
poration on or before the day that is 90 days after the 
day of the mailing. 

Pre-RSC History: Subpara. 194(7)(b)(ii) substituted by 1984, c. 
45, s. 82, to add “at the time the prescribed form referred to in’sub- 
paragraph (i) is filed” and to substitute “estimate of the penalty” for 


“estimate of the amount of the penalty”, applicable after September 
1983. 


Selected Cases [subsec. 194(7)]: Spiegel v.. Canada, [1997] 1 
C.T.C. 2587 (TCC). (Curative provisions to be given liberal 
construction); United Equities Ltd. v. MNR, [1992] 2 C.T.C. 214 
(FCTD) (Taxpayer eligible for scientific research tax credit despite 
late filing since requirements for remedying delay met). 


Regulations: 226(2) (prescribed information return). 


Forms: T661: Claim for scientific research and experimental de- 
velopment expenditures carried on in Canada- 


(8) Penalty for late designation — Where, pur- 
suant to subsection (7), a corporation made a late 
designation in respect of .a share. or debt obligation 
issued, or a right granted, in a month, the corporation 
shall pay, for each month or part of a month that 
elapsed during the period beginning on the last day 
on or before which an amount could have been des- 
ignated by the corporation under subsection (4) in re- 
spect of the share, debt obligation or right and end- 
ing on the day that the late designation is made, a 
penalty for the late designation in respect of the 
share, debt obligation or right in an amount equal to 
1% of the amount designated in respect of the share, 
debt obligation or right, except that the maximum 
penalty payable under this subsection by the corpo- 
ration for a month shall not exceed $500, 

Selected Cases [subsec. 194(8)]: United Equities Ltd. v-MNR, 
[1992] 2 C.T.C. 214 (FCTD) (Taxpayer eligible for scientific re- 


search tax credit despite late filing since requirements for remedy- 
ing delay met). 


(9) Restriction — Where at any time a corporation 
has designated an amount under subsection (4) in re- 
spect of a share, debt obligation or right, no amount 
may be designated by the corporation at any subse- 
quent time in respect of that share, debt obligation or 
right. 
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Pre-RSC History [s. 194]: The expression “scientific research 
and experimental development” substituted for “scientific research” 
by 1986, c. 6, subsec. 15(3),; applicable with respect to taxation 
years ending after May 23, .1985. See also “History of Part VIII” at 
end. of this Part. 


Definitions [s. 194]: “amount” — 248(1); “Canada” — 255: 
“class of shares” — 248(6); “corporation” — 248(1), Interpretation 
Act 35(1); “debt obligation” — 194(3): “dividend”, “Minister” — 
248(1); “paid-up capital” — 89(1), 248(1); “person” — 127.3(7), 
248(1); “prescribed” — 248(1); “province” — Interpretation Act 
35(1); “qualifying share” — 192(6); “refundable Part VIII tax on 
hand” — 194(3); “scientific research and experimental development 
financing contract” — 194(6); “share” — 248(1); “taxable Canadian 
corporation” — 89(1), 248(1); “taxation year” — 249: “writing”? — 
Interpretation Act 35(1). 


Interpretation Bulletins [s. 194]: IT-151R4: Scientific research 
and experimental development expenditures. 


195. (1) Corporation to file return — Every cor- 
poration that is liable to pay tax under.this Part for a 
taxation year shall, on or before the day on or before 
which it is required to file its return of income under 
Part I for the year, file with the Minister a return for 
the year under this Part in prescribed form. 

Selected Cases [subsec. 195(1)]: WTC Western Technologies 
Corp..v. MNR, [1986] 1 C.T.C, 110 (FCTD) (Filing return is condi- 
tion precedent before assessment under Part. VIII could issue; as- 
sessment and requirement to pay quashed). 


Forms: T2115: Corporation Part VII tax return. 


(2) Corporation to make payment on account 
of tax — Where, in a particular month in a taxation 
year, a Corporation issues a share or debt obligation, 
or grants a right, in respect of which it designates an 
amount under section 194, the corporation shall, on 
or before the last day of the month following the par- 
ticular month, pay to the Receiver General on ac- 
count of its tax payable under this Part for the year 
an.amount equal to. 50% of the total of all amounts 
so designated. 

Selected Cases [subsec. 195(2)]: Era Performance Systems 
Corp. v. MNR, {1993} 1 C.T.C. 2710-(TCC) (Scientific research 
does not include routine data collection or research in social sci- 
ences or humanities); GR Block Research & Development (1981) 
Corp. v. MNR, [1987] 1 C.T.C. 253 (FCTD) (Assessments must be 
appealed through statutory procedure: liability to pay tax arises 
before assessment has been made); Optical Recording Corp. v. The 
Queen, [1986] 2 C.T.C. 454 (FCTD) (Order quashing assessment 
and seizure conditional on result of Crown’s appeal). 


(3) Interest — Where a corporation is liable to pay 
tax under this Part-and has failed to pay all or any 
part or instalment thereof on or before the day on or 
before which the tax or instalment, as the case may 
be, was required to be paid, it shall pay to the Re- 
ceiver General interest at the prescribed rate on the 
amount that it failed to pay computed from the day 
on or before which the amount was required to be 
paid to the day of payment. 

Related Provisions: 248(11) — Interest compounded daily. 


Pre-RSC History: Subsec. 195(3) substituted by, 1985, -e.' 45, 
subsec. 106(1). Subsec. 195(3) formerly read: 


(3) Interest on amount in default — Where a corporation is 
~ liable to pay tax under this Part and has failed té pay all or 
any part or instalment thereof on or before the day on or 
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before which it' was required to pay the tax, it shall, on pay- 
ment of the amount in default, pay interest thereon at the pre- 
scribed rate for the period beginning on the day following the 
day on or before which it was required to make the payment 
and ending on the day of payment. 


Regulations: 4301(a) (prescribed rate of interest). 


(4) Idem — For the purposes of computing interest 
payable by a corporation under subsection (3) for 
any month or months in the period commencing on 
the first day of a taxation year and ending two 
months after the last day of the year in which period 
the corporation has designated an amount under sec- 
tion 194 in respect of a share or debt obligation is- 
sued, or right granted, by it in a particular month in 
the year, the corporation shall be deemed to have 
been liable to pay, on or before the last day of the 
month immediately following the particular month, a 
part or an instalment of tax for the year equal to that 
proportion of the amount, if any, by which its tax 
payable under this Part for the year exceeds its Part 
VIII refund for the year that | 


(a) the total of all amounts so designated by it 
under section 194 in respect of shares or debt ob- 
ligations issued, or rights granted, by it in the. par- 
ticular month , 
is of 
(b) the total of all amounts so designated by it 
under section 194 in respect of shares or debt ob- 
ligations issued, or rights granted, by it in the 
year. re 
Pre-RSC History: All that portion of subsec. 195(4) preceding 
para. (a) amended to substitute “period commencing on the first day 
of a taxation year and ending two months after the last day of the 


year” for “14 month period ending 2 months after the end of a taxa- 
tion year” by 1985, c. 45, subsec. 106(2), applicable to 1986 et seq. 


(5) Evasion: of tax — Where a corporation that is 
liable to pay tax under this Part in respect of a share 


or debt obligation issued or a right granted by it | 


wilfully, in any manner whatever, evades or attempts 
to evade payment of the tax and.a purchaser of the 
share, debt obligation or right or, where: the. pur- 
chaser is a partnership, a member of the partnership 
knew or ought to have known; at the time the share, 
debt obligation or right was acquired, that the corpo- 
ration would wilfully evade or attempt to evade the 
tax, for the purposes of section 127.3, the share, debt 
obligation or right shall be deemed not to have been 
acquired. 


(6) Undue deferral — Where, in a transaction or 
as part of a series of transactions, a taxpayer acquires 
a share or debt obligation of a corporation or a right 
granted by a corporation and the corporation is con- 
trolled (within the meaning assigned by subsection 
186(2)) by the taxpayer and it may reasonably be 
considered that one of the main purposes»of the: ac- 
quisition was to reduce for a period interest on the 
taxpayer’s liability for tax under this Part, the. share, 
debt obligation or right shall, for the purposes of this 
Part (other than this subsection) and section 127.3, 
be deemed not to have been acquired by the taxpayer 
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and' not to have been issued or granted, as the case 
may be, by the corporation until the end of that 
period. 


(7) Avoidance of tax — Where, as part of a series 
of transactions or events one of the main purposes of 
which may reasonably be considered to be the avoid- 
ance of tax that might otherwise have been or be- 
come payable under Part II of the Income Tax Act, 
chapter 148 of the Revised Statutes of Canada, 1952, 
by any corporation, a particular corporation: has 1s- 
sued a share or debt obligation or granted a right in a 
taxation year in respect of which it has designated an 
amount under subsection 194(4), the particular cor- 
poration shall, on or before the last day of the second 
month after the end of the year, pay a tax under this 
Part for the year equal to 125% of the amount of tax 
under Part II of the Income Tax Act, chapter 148 of 
the Revised Statutes of Canada, 1952, that is or may 
be avoided by reason of the series of transactions or 
events. . 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


(7.1) Tax on excess — Where a corporation has in 
a taxation year made an election under subsection 
127.3(9) in respect of any share or debt obligation 
that was part-of a distribution of shares or debt obli- 
gations referred to in that subsection and, at the end 
of that year or any subsequent taxation year, 


(a) the total of the amounts designated under sub- 
section 194(4) in respect of those shares or debi 
obligations as evidenced by the prescribed infor- 
mation returns required by regulation to be filed 
with the Minister by a taxpayer other than the 
corporation 


exceeds 


(b) the total of the amounts designated under sub- 
section 194(4) in respect of those shares or debt 
obligations acquired by the taxpayer and in re- 
spect of which another taxpayer was required by 
regulation to provide the taxpayer with a pre- 
scribed information return relating to the designa- 
tion under that subsection, 


the taxpayer is liable to pay a tax under this Part, for 
the taxation year at the end. of which there is such an 
excess, equal to 50% of the excess, which tax is to 
be paid to the Receiver General within 60 days after 
the end of the taxation year, and the excess shall be 
included in determining the total under paragraph (b) 
for any taxation year of the taxpayer subsequent to 
that year. 


Pre-RSC History: Subsec. 195(7.1) added by 1984, c..45, s. 83, 
applicable after September 1983. 


(8) Provisions applicable to Part — Sections 
151, 152, 158 and.159, subsection 161(11), sections 
162.to 167 (except subsections 164(1.1) to (1.3)) and 
Division J of Part I are applicable to this Part with 
such modifications as the circumstances require and, 
for greater certainty, the Minister may assess, before 
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the end ofa taxation year, an amount payable under 
this Part for the year. » 24! 


Pre-RSC History: Subsec. 195(8) substituted by 1986, c. 24, s. 1, 
applicable to amounts assessed after March 26, 1986. Subsec. 
195(8) formerly read: ' 


(8) Provisions applicable to Part — Sections 151, LS Ze S 
and 159, subsection 161(11), sections 162 to 167 and Divi- 
sion J of Part I are applicable to this’ Part with such modifica- 
tions as the circumstances require. 


Subsec. 195(8) amended by 1986, c. 6,8. 104, to add reference to 
subsection 161(11). See also “History of Part VIII’ below, 


Definitions [s. 195]: “amount” —248(1); “corporation” — 
248(1), Interpretation Act 35(1); “Ministet? — 248(1); “person” — 
127.3(7), 248(1); “prescribed”, “series: of. transactions of events”, 
“share” — 248(1); “taxation.year” — 249: “taxpayer” — 248(1). 


Pre-RSC History [Part Vill]: Part VIII (ss. 194, 195) enacted by 
1984, c. 1, subsec. 95(1), applicable after September 1983, except 
that any designation under subsec. 192(4) made on or before the day 
that is 90 days after January 19, 1984 shall be deemed to have been 
made on or before the day referred to in subsec. 194(4). 


Pre-RSC History [former Part VIII]: Part VIII (ss. 194, 195) 
repealed by 1977-78, c. 1, s. 88, applicable to dividends paid or re- 
ceived after March 31, 1977.'Part VIII formerly read: 


Part Vill— Tax on Corporation 
Paying Dividend out of 
Designated Surplus 


194. (1) Tax on corporation where dividend paid out of 
designated surplus — Where a’ corporation, other ‘than a 
non-resident-owned investment corporation, has at any time 
in a taxation year and after 1971 paid a taxable dividend to a 
shareholder that controlled the corporation and that was 


(a) a non-resident corporation or a non-resident-owned 
investment corporation, or 


(b) a person exempt from tax under section 149, 


the whole or any part of which dividend would, if Part Vil 
were applicable, be regarded as having been paid out of des- 
ignated surplus of the corporation as determined under that 
Part, the corporation shall, on or before the day on or before 
which it is required to file a return of income under Part I for 
the taxation year in which ‘the dividend was paid, pay a tax 
under this Part equal to ~ 
(c) in any case whére paragraph (a) applies, 15%, and 
(d) in any other case, 33'/3%, . 
of the amount of the dividend. or, as. the case may be, the part 
thereof that would, if Part VII were applicable, be regarded as 
having been so paid. 


(2) Determination of payment of dividend — For the pur- 
pose of determining whether a dividend or any part thereof 
would, if Part VII were applicable, be regarded as having 
been paid out of designated surplus of a corporation as deter-: . 
mined under that Part, where the corporation. was controlled 
by a person described in paragraph (1)(b) that person shall, at 
all times relevant to the determination; be deemed to have 
been a corporation. 


(3) Where corporation controlled — For: the purposes of 

this section, a corporation is controlled by a person described ° 
in paragraph (1)(a) or (b) if more.than 50% of its issued share 

capital (having full voting rights under all circumstances) be- 

longs to that person, to persons with whom that person does 

not deal at arm’s length, or to that person’ and persons with 

whom that: person does not deal-at.arm’s length. 


(4) Idem — For the purposes of subsection (3), issued share 
capital of a corporation belonging to or held by a trustee or 
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one or more other persons: beneficially for owners or mem- 
bers of an organization, club, society. or other unincorporated 
association that is a. person exempt. from tax under. section 
149 shall be deemed to be issued share capital of the corpora- 
tion belonging to the organization, club, society or other asso- 
ciation, as the case may be, as a person so exempt. 


(5) Deemed to be dividend — Where section 15 or subsec- 
tion 56(2) would, if Part I were applicable, require an amount 
to be included in computing’ a’ shareholder’s income, that 
amount shall, for the purposes of this Part,-be deemed. to have 
been paid to the shareholder as a-dividend. 


(6) Exception where shares acquired by gift or be- 
quest — No tax is payable under this Part where the payer 

_ Corporation was, at the time a particular dividend was paid by 
it, controlled by a person exempt from tax under section 149, 
if all of the issued share capital of the corporation (having full 
voting rights under all circumstances) that, during the period 
defined in subsection 192(8) as the “control period”, be- 
longed to that person, to persons with whom that person did 
not deal at arm’s length, or to that person and persons with © 
whom that person did not deal at arm’s length, were acquired 
by that:person or those persons by way of unconditional gift 
or unconditional bequest. 


195. (1) Interest — Where a corporation is liable to pay tax 
under this Part and has failed to pay all or any part thereof on 
or before the day on or before which it was required to pay 
the tax, it shall, on payment of the amount in default. pay 
interest at a prescribed rate per annum from the day on or 
before which it was required to make the payment to the day: 
of payment. 


(2) Information return — Every, corporation that is liable to 
pay tax under this Part shall, on or before the day on or before 
which it is required to pay the tax, file a return of information 
in prescribed form relevant to the transaction or transactions 
‘giving rise to such tax. eerie Ni 
(3) Provisions applicable to part — Sections. Leis and 
162 to 167, and Division J of Part I are applicable mutatis 
mutandis to this Part. 


Part IX — Tax on Deduction 
under Section 66.5 


196. (1) Tax in respect of cumulative offset 
account — Every corporation shall pay a tax under 
this Part for each taxation year equal to 30% of the 
amount deducted under subsection 66.5(1) in com- 
puting its income for the year. 


Related Provisions: 18(1)(t) — Tax is non-deductible. 


(2) Return — Every corporation that is liable to pay 
tax under this Part for a taxation year shall file with 
the. Minister, not later than the..day..on or, before 
which it is required under section 150.to file a return 
of its income for the year under Part I, a return for 
the year under this Part.in prescribed form. contain- 
ing, an, estimate of the amount of tax payable by it 
under this Part for the year. 


Related Provisions: 150.1(5) — Electronic filing. 
Forms: T2099: Part IX tax return in respect of amounts deducted 
under subsection 66.5(1). 


(3) Instalments — Where a corporation is liable to 
pay tax for a taxation year under this Part, the corpo- 
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ration shall pay in respect of the year, to the Re- 
ceiver General 


(a) on or before the last day of each month in the 
year, an amount equal to '/i2 of the amount of tax 
payable by it under this Part for the year; and 


(b) the remainder, if any, of the tax payable by it 
under this Part for the year, on or before the end 
of the second month following the end of the 
year. 


Information Circulars: 81-11R3: Corporate instalments. 


(4) Provisions applicable to Part — Sections 
152, 158 and 159, subsections 161(1) and (2), sec- 
tions 162 to 167 and Division J of Part I are applica- 
ble to this Part, with such modifications as the cir- 
cumstances require. 


Pre-RSC History [Part IX]: Part IX (s. 196) enacted by 1986, c. 
2, s..24, applicable to 1985. et seq. 


Definitions [Part IX]: “amount” — 248(1); “corporation” — 
248(1), Interpretation Act 35(1); “Minister”, “prescribed” — 
248(1); “tax. payable” — 248(2);. “ 


Pre-RSC History [former Part IX]: Part IX (ss. 196, 197) re- 


pealed by 1977-78, c. 1, s. 88, applicable after December 31, 1978: 


except for the purpose of making a retroactive election pursuant to 
that Part in respect of a dividend payable before 1979 in respect of 
which an election was made under section 83. Part IX formerly 
read: 7 


Part IX — Tax on 1971 
Undistributed Income on Hand 


196. (1) Election by corporation resident in Canada — A 
corporation resident in Canada may, at any time after 1971, 
elect, in prescribed manner and in prescribed form to be as- 
sessed and to pay a tax under this Part of 15% on 


(a) such amount as the corporation claims in its election, 
not exceeding the amount, if any, of its 1971 undistrib- 
uted income on hand immediately before that time; or 


(b) the full amount of its 1971 undistributed income on 
hand immediately before that time. 


(1.1) Retroactive Part IX elections — Where a corporation 
has made one or more elections under section 83 and has sub- 
sequently at any particular time made an election under this 
subsection, in prescribed manner and prescribed form, 
wherein it specifies one of the elections under section 83 (in 
this subsection referred to as the “specified election”), the fol- 
lowing rules apply if, at the particular time, the corporation 
complies with the requirements (including the payment of 
any tax) of this Part in respect of the election it is deemed by 
paragraph (a) to make by virtue of its election under this 
subsection: 


(a) the corporation shall be deemed to have made, 


(i) immediately before the time immediately before 
the specified election was made, and 


(ii) after any election under this Part that was, at any 
time before the particular time, made or deemed to 
have been made, at the time referred to in subpara- 
graph (1), 

an election under subsection (1) in respect of either 
(iii) an amount referred to in paragraph (a) thereof, if 
the corporation so claims, or 


(iv) in any other case, the amount referred to in para- 
graph (b) thereof; 
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(b) any tax paid at the particular time by the corporation 
as a consequence of its election under this» subsection 
shall be deemed to have been paid by the corporation at 
the time at which the corporation is deemed by paragraph 
(a) to have made the election; and 


(c) the corporation shall pay interest at a prescribed rate 
per annum on the amount of the tax described in para- 
graph (b) from the time the specified election, was made 
to the particular time, 


(2) Payment to controlling corporation of portion of 
dividend payable out of controlled corporation’s tax-paid 
undistributed surplus.— Where, at any particular time after 
1971, a corporation controlled (within the meaning assigned 
by section, 28 of this Act as it, read in its application to the 
1971 taxation year) by a Canadian corporation throughout the 
period. commencing at the end of 1971 and ending immedi- 
ately after the particular time, has paid. a dividend on shares 
of its capital stock all or any part of which was payable out of 
the controlled corporation’s tax-paid undistributed surplus on 
hand, the Minister shall, on application in writing made 
before 1979 and within 2 years from the end of the calendar 
year in which the dividend was paid, pay to the controlling 
corporation an amount in respect of the dividend equal to '*/ss 
of that proportion of the lesser of 


(a) such part of the dividend so paid as was paid out of 
the controlled corporation’s tax-paid undistributed sur- 
plus on hand, and 


(b) the amount, if any, by which *°/00 of the aggregate of 


(i) the amount of the controlled corporation’s earn- 
ings for a control period. that was available for the 
payment of dividends at the end of its 1971 taxation 
year (within the meaning assigned by subsection 
28(5) of this Act as it read in its application to the 
1971 taxation year), and 


(ii) all amounts each of which is.an amount required 
by paragraph (4)(c) to be included in computing the 
controlled. corporation’s 1971 undistributed income 
_on hand at the. particular time 


exceeds the aggregate of 


(iii) the aggregate of dividends paid or credited by 
the controlled corporation after 1971 and before the 
particular time, to the extent that.they were payable 
out of the controlled. corporation’ S tax- -paid undistrib- 
uted surplus on hand, and 


(iv) the amount, if any, by which 


(A) the aggregate of amounts determined under 
paragraphs 192(9)(e) to (i) of this Act as’ it read 
on March 31, 1977 for the purposes of comput- 
ing the amount of the controlled corporation’s 
earnings for a control period that was available 
for payment of dividends at the particular time, 


exceeds 


(B) the aggregate* of amounts determined under 
paragraphs 192(9)(b) to (d) of this Act as it read 
on March 31, 1977 for the purpose of computing 
the amount of the earnings described in clause 
(A), 


that the part of the dividend received by the controlling cor- 
poration is of the whole dividend paid at the particular time 
by the controlled corporation. 


(3) Limitation on payment — Notwithstanding any other 
provision of this Part, 


(a) in no case shall the Minister pay to a corporation 
under subsection (2) an amount in excess ‘of '%/ss of the 
controlling corporation’s tax-paid undistributed surplus 
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on hand immediately before the time the Minister is re- 
quired to make the payment; and 


(b) the Minister shall not, at any particular time, pay toa 
controlling corporation under subsection (2) any amount 
in respect of a dividend paid to it before that time 


(i) if a dividend has become payable by the control- 
ling corporation before the particular time out of its 
1971 capital surplus on hand and the amount of that 
surplus at that time was less than the amount, if any, 
of the aggregate of amounts included therein, before 
that time, by virtue of subparagraph 89(1)())Giv), or 


(ii) if a capital dividend has become payable before 
the particular time by the controlling corporation and 
the amount of its capital dividend account (within the 
meaning assigned by section 89) at the particular 
time was less than the amount, if any, of the aggre- 
gate of amounts included therein, before that time, 
by virtue of subparagraph 89(1)(b)(ii).\ 


(4) “1971 undistributed income on hand” defined — In 
this Part “1971 undistributed income on hand” of a corpora- 
tion at any particular time after 1971 means the amount, if 
any, by which the aggregate of 


(a) the amount that the corporation’s undistributed in- 
come on hand (within the meaning of this Act as it read 
in its application to the 1971 taxation year) would be at 
the end of its 1971 taxation year if 


(i) this Act as it so read were read without reference 
to subparagraph 82(1)(a)(iii) thereof, and 


(ii) references in paragraph 82(1)(a) (except clause 
(vii)(A)) thereof to “1917” were read as references to 
“1950”, 


(b) all amounts received by the corporation (other than a 
specified personal corporation within the meaning as- 
signed by subsection 57(11) of the Income Tax Applica- 
tion Rules, 1971) after its 1971 taxation year and before 
1972 that would; within the meaning of this Act as it read 
in its application to the 1971 taxation year, be dividends 
received or deemed to have been received by it, and 


(c) all amounts each of which is an amount in respect of a 
dividend 


(i) received by the corporation after 1971 and before 
the particular time, and 


(il) in respect of which the Minister was, before the 
particular time, required by subsection (2) to pay an 
amount to the corporation, 


equal to '%/is of the amount so required to be paid to the 
corporation in respect of the dividend, 


exceeds the aggregate of 


(d) the amount that the corporation’s tax-paid undistrib- 
uted income (within the meaning of this Act as it read in 
its application to the 1971 taxation year) would be (if this 
Act as it so read were applicable to the period consisting 
of that part of the corporation’s 1972 taxation year that is 
before 1972) as of the end of 1971, 


(e) the amount that would, if this Act as it so read were 
applicable to the period consisting of that part of the cor- 
poration’s 1972 taxation year that is before 1972, be the 
aggregate of 


(i) dividends paid by the corporation after its 1971 
taxation year and before 1972, and 


(ii) dividends deemed to have been received in that 
period by its shareholders, 


that would be required to be deducted in computing the 
corporation’s undistributed income on hand at the end of 
1971, 
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(f) all amounts on which the corporation has, before the 
particular time, elected to pay tax under subsection (1), 
and 


(g) the aggregate of amounts each of which is a portion 
of the dividend paid by the corporation before the partic- 
ular time that was, by virtue of paragraph 83(1)(c.1), 
deemed to be a taxable dividend. 


(5) Undistributed income on hand. of life insurance cor- 
poration — Notwithstanding subsection (4), a life insurance 
corporation’s 1971 undistributed income on hand at any time 
after 1971 is the amount, if any, by which the aggregate of 


(a) the amount at the credit of its shareholders’ account at 
the end of its 1968 taxation year, and 


(b) the amount, if any, by which 


(i) the aggregate of its incomes for taxation years be- 
ginning with the 1969 taxation year and ending with 
the 1971 taxation year 


exceeds the aggregate of.. 


(ii) each business loss (within the meaning of this - 
Act as it read in its application to the 1971 taxation 
year) sustained by the corporation in any such year, 


(tii) each expense incurred or disbursement made by 
the corporation during any such year that.was not al- 
lowed.as a deduction in computing income for any of 

- those years under Part I of this Act as it read in its 
application to the 1971 taxation year, except an ex- 
pense incurred or disbursement made in respect of 
the acquisition of property or the repayment of loans 
or capital, 


(iv) each dividend paid by the corporation in any 
such year on any share of its capital stock, and 


(v) each amount on which tax under Part VIII of this 
Act, as it read in its application to the 1971 taxation 
year, was payable in respect of the redemption or ac- 
quisition by the corporation in any such year of any 
shares of its capital stock, 


exceeds the aggregate of 


(c) the amount determined under subsection (4)(d) in re- 
spect of the corporation, and 


(d) all amounts on which the corporation has, before the 
particular time, elected to pay tax under this Part. 


197. (1) Payment of tax with election — An election under 
this Part is null and void unless, when election was made, 


(a) in the case of an election under subsection 196(1) in 
respect of an amount referred to in paragraph (a) thereof, 
there was paid to the Receiver General of Canada the 
amount of the tax that the corporation elected to pay; and 


(b) in the case of an election under subsection 196(1) in 
respect of an amount referred to in paragraph (b) thereof, 
the corporation estimated the amount of its 1971 undis- 
tributed income on hand immediately before that time 
and there was paid to the Receiver General of Canada an 
amount, on account of the tax payable under this Part, 
equal to 15% of the amount so estimated. 


(1.1) Additional tax on assessment, plus interest — 
Where a corporation has made an election under subsection 
196(1) in respect of an amount referred to in paragraph (b) 
thereof and the Minister has assessed the. tax payable by the 
corporation as a result of the election, the corporation shall 
pay forthwith to the Receiver General of Canada the amount, 
if any, by which that tax payable exceeds amounts previously 
paid on account of that tax and shall pay interest on that 
amount at a prescribed rate per annum from the day the elec- 
tion was made until the day of payment. 


Part X — Taxes on DPSPs and Revoked Plans 


(1.2) Penalty — Subsections 163(2):and.(3) are applicable 
mutatis mutandis with tespect to an election in respect of an 
amount referred to in paragraph 196(1)(b) made by a corpora- 
tion, on the assumptions, for the purposes of subsection 
163(2), that the election was a statement made as required by 
this Act and that the tax payable under this Part with respect 
to that election was tax payable for a taxation year. 


(2). Assessment of tax — The Minister shall, with all due 
dispatch, examine each election made under this Part, assess 
the tax payable and send a notice of assessment to the 
corporation. ; 


(2.1) Consideration of application and disposition — 

_ Where an application has been made by or on behalf of a con- 
trolling corporation pursuant to subsection 196(2), the Minis- 
ter shall 


(a) consider the application; 


(b) determine the ‘amount, if any, payable to the corpora- 
tion; and 


(c) send to the corporation a notice of payment and any 
amount:payable to, it, or a notice that no,amount is paya- 
ble to: it. 


(3) Provisions applicable to Part — Paragraphs 56(1)(1) 
and 60(0), subsections 152(4) and (5), sections 165 to 167 
and Division J of Part I are applicable mutatis mutandis to 
this Part and for greater certainty, those provisions as they 
relate to an assessment or reassessment and to assessing tax 
and reassessing tax, are applicable, mutatis mutandis, to a de- 
termination or redetermination and to determining and rede- 
termining amounts under this Part. 


Prior to the repeal of s. 196 (see above) subsec. 196(2) was substi- 
tuted, para. 196(4)(g) added by 1977-78, c. 1, subsecs. 89(1), (2), 
applicable after March 31, 1977. and before 1979. Subsec. 196(2) 
formerly read: 


(2) Payment. to controlling corporation. of Para of 
dividend payable out of controlled corporation’s tax-paid 
undistributed surplus — Where, at any particular time after 
1971, a corporation controlled (within the meaning assigned 
by section 28 of this Act as it read in its application to the 
1971 taxation year) by a Canadian corporation throughout the 
period commencing at the end of 1971 and ending immedi- 
‘ately after the particular time, has paid a dividend on shares 
of its capital stock all or any part of which was payable out of 
the controlled corporation’s tax-paid undistributed surplus on 
hand, the Minister shall; upon application in writing made 
within 2 years from the end of the calendar year in which the 
dividend was paid, pay to the. controlling , corporation an 
amount in respect of the dividend equal to 15/85 of that pro- 
portion of the lesser of 


(a) such part of the dividend so paid as was paid out of 
the controlled corporation’s tax-paid undistributed sur- 
plus on hand, and 


(b) the amount, if ‘any, tid which 85/100 of the aggregate 
of 


(i) the amount of the controlled corporation’s earn- 
ings for a control period that was. available for the 
payment of dividends at the end of its 1971 taxation 
year (within the meaning assigned by subsection 
28(5) of this Act as it read in its application to He 
1971 taxation year), and 


(ii) all amounts each of which is an amount required 
by paragraph (4)(c) to be included in computing the 
controlled corporation’s 1971 undistributed income 
on hand at the particular time 


exceeds the aggregate of 


(iii) the aggregate of dividends paid or credited by 
the controlled corporation after 1971 and before the 
particular time, to the extent that they were payable 
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out of the controlled corporation’s tax-paid undistrib- 

uted surplus on hand, and 

‘(iv) the amount, if any, by which 
(A) the aggregate of amounts determined under 
paragraphs 192(9)(e) to (i) for the purposes of 
computing the amount of the controlled corpora- 
tion’s earnings for a control period that was 
available for payment of dividends at the partic- 
ular time, ,; 


exceeds 
(B) the aggregate of amounts determined. under 
paragraphs, 192(9)(b) to (d) for the purpose of 
computing the amount of the earnings described 
in clause (A), 


that the, part of the dividend received by the controlling cor- 
poration is of the whole dividend paid at the particular time 
by the controlled corporation. 


Subsec. 197(2.1) added, subsec. 197(3) substituted by 1976-77, c. 4, 
applicable to assessments and reassessments made, to assessing tax 
and reassessing tax, to determinations and redeterminations made 
and to determining and redetermining amounts after February 24, 
iS Mg 


Subsec. 196(1.1) added applicable March 13, 1975; para. 196(4)(b) 
substituted to add “(other than a, specified personal corporation 
within the meaning assigned by subsection 57(11) of the Income 
Tax Application Rules, 1971)” by 1974-75-76, c. 26, subsecs. 
112(1), (2), applicable to the calculation of a corporation’s 1971 un- 
distributed income on hand after May 6, 1974. 


Subsecs. 196(1), (3), 197(1), all that portion of subsec. 196(2) pre- 
ceding para. (a) substituted; subsecs. 197(1.1), (1.2) added by 1973- 
74, c. 14, ss. 63, 64, applicable to 1972 et seq. 


Election under subsection 196(1.1): 1977-78, c. 32, s. 43 
provides: 


43. For purposes of an election under subsection 196(1.1) of 
the said Act, as repealed by section 88 of chapter 1 of the 
Statutes of Canada, 1977-78 in respect of dividends paid or 
received after December 31,’1978 except as therein provided, 
where there has been an amalgamation of two or more corpo- 
rations within the meaning of section 87, the new corporation 
shall be deemed to be the same corporation as, and a continu- 
ation of, each of its predecessor corporations. 


Part X — Taxes on Deferred 
Profit Sharing Plans and 
Revoked Plans 


198. (1) Tax on non-qualified investments and 
use of assets as security — Every trust gov- 
erned by a deferred profit shonigs plan or revoked 
plan that 


(a) acquires a non-qualified investment, or 


(b) uses or permits to be used any property of the 
trust as security for a loan, 


shall pay a tax equal to the fair market value of 
(c) the non-qualified investment at the time it was 
acquired by the trust, or 
(d) the property used as security at the time it 
commenced to be so used. 


Related Provisions: 147(14) — DPSP — revocation of registra- 
tion; 198(4), (5) — Refund of tax on disposition of investment or 
release ‘of security; 199-204 — Taxes on deferred profit sharing 
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plans;:207:1(2) Tax payable while non-qualifying investment 
held by DPSP; 259(1) — Proportional:‘holdings in trust property. 
Pre-RSC History: All that portion of subsec.198(1) following 
para. (b) substituted by 1979, c. 5, s. 57, applicable in respect of 
property acquired, or used as security, after November 16, 1978. 
That portion formerly read: 


shall pay a tax-equal to the cost-to the trust of the non-quali- 
fied investment or the fair market value, at the time the prop- 
erty is used as security, of the property so used, as the case 
may be. 


(2) Payment of tax — A trustee of a trust liable to 
pay tax under subsection (1) shall:remit the amount 
of the tax to the Receiver General within 10 days of 
the day on which the non-qualified investment is ac- 
quired or the property is used as security for a loan, 


as the case may be. 


(3) Trustee liable for tax — Where a trustee of a 
trust liable to pay tax under subsection (1) does not 
remit to the Receiver General the amount of the tax 
within the time specified in subsection (2), the trus- 
tee is personally liable to pay on behalf of the trust 
the full amount of the tax and is entitled to recover 
from the trust any amount paid by the trustee as tax 
under this section. . 


History: “Receiver General” substituted for “Receiver General of 
Canada” by 1980-81-82-83, c: 48; $2115. 


(4) Refund of tax on disposition of non- 
qualified investment — Where a trust disposes of 
a property that, when acquired, was a non-qualified 
investment, the trust is, on application in accordance 
with section 202, entitled to a refund of an amount 
equal to the lesser of 


(a) the amount of the tax imposed under this sec- 
tion as a result of the acquisition, of the property, 
and i. 

(b) the proceeds of disposition of the property. 
Related Provisions; 198(6) — Special rules re.life insurance pol- 
icies; 200 — Distribution deemed disposition; 202(4) — Applica- 
tion to certain provisions of Part I; 203,— Application to other 
taxes, * fae 


Pre-RSC History: Subsec. 198(4) substituted by 1977-78;-c. 1, s. 
90. Subsec. 198(4) formerly..read: 


(4) Where a trust disposes of a non-qualified investment the 
acquisition of which resulted in the imposition of tax under 
this section, the trust is; upon ‘application*in*aecordance with 
section.202, entitled. to.a refund of an-amount equal to the 
lesser of . : 


(a) the amount of the tax imposed under this section as a 
result of the acquisition, and 

(b) the proceeds of disposition of the non-qualified 
investment. 521 


(5) Refund of tax on recovery of property 
given as security — Where a loan, for which a 
trust has used or permitted to be used trust property 
as security, ceases to be extant, the trust is, on appli- 
cation .in accordance with section 202, entitled to a 
refund of an amount equal to the amount remaining, 
if any, when 


(a) the net.loss (exclusive of payments by, the 
trust as or on account of interest) sustained by the 
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trust in consequence of its using or permitting to 
be used the property as security for the loan and 
not as a result of a change in the fair market value 
of the property | 
is deducted from 
(b) the tax imposed under this section in conse- 
quence of the trust’s using or permitting to be 
used the property as security for the loan. 
Related Provisions: 202(4) — Application of certain provisions 
of Part I; 203 — Application to other taxes. 


(6) Special rules relating to life insurance 


policies — For the purposes of this section, 


(a) the acquisition of an interest in or the payment 
of an amount under a life insurance policy shall 
be deemed not to be the acquisition of a non- 
qualified investment, and 


(b) the disposition of an interest in a life insur- 
ance policy shall be deemed not to be the disposi- 
tion of a non-qualified investment, 


except that where a trust governed by a deferred 


| profit sharing plan or revoked plan makes a payment 


under or to acquire an interest ina life insurance ‘pol- 
icy, other than a life insurance policy under which 


(c) the trust is, or by virtue of the payment about 
to become, the only person entitled to any rights _ 
or benefits under the policy (other, than the rights 
or benefits of the insurer), ) ; 


(d) the cash surrender value of the policy (exclu- 

‘sive of accumulated dividends) is or will be, at or 
before the end of the year in which the insured 
person attains 69 years of age, if all premiums 
under the policy are paid, not less. than the maxi- 
mum total amount (exclusive of accumulated div- 
idends) payable by the insurer under the policy, 
and 


(e) the total of the premiums payable in any year 
under the policy is not greater than the total of the 
amounts that, if the annual premiums had been 
payable in monthly instalments, would have been 
payable as such instalments in the’ 12 months 
commencing with the date the policy was issued, 


the making of the payment shall be deemed to be the 
acquisition of a non-qualified investment ata cost 
equal to the amount of the payment. 


; Related Provisions: 146(11) — RRSP — life insurance policies. 
_ History: Para. 198(6)(d) amended by 1997, c. 25; §. 54, applicable 


after 1996, except that - 


(a) it does not apply to a policy held by a trust where the trust 
acquired the policy before 1997; 


(b) it does not apply to a policy. where the. insured person at- 
tained 70 years of age before 1997; and 


(c) in applying para. (d) toa policy where the; insured person 
attained 69 years of age in 1996, the reference: in that para. to 
“69 years of age” shall be read as “70 yeats of age”. 

Para. (d) formerly read: : 
(d) the cash surrender value of the policy (exclusive of accu- 


mulated dividends) is or will be, at a time before the 71st an- 
niversary of the birth of the insured person; if all premiums 


1566 


Part X — Taxes on DPSPs and Revoked Plans 


under the policy are paid, not less than the maximum total 
amount (exclusive of accumulated dividends) payable by the 
insurer under the policy, and 


Interpretation Bulletins: IT-408R: Life insurance policies as in- 
vestments of RRSPs and DPSPs. 


(6.1) Idem — A life insurance policy giving an op- 
tion to the policyholder to receive annuity payments 
that otherwise complies with paragraph (6)(d) shall 
be deemed, 


(a) where the option has not been exercised, to 
comply with that paragraph; and 


(b) where at a particular time the option is exer- 


cised, to have been disposed of at that time for an 
amount equal to the cash surrender value of the 
policy immediately before that time, and an annu- 
ity contract shall. be deemed to have been ac- 
quired at that time at a cost equal to that amount. 


Pre-RSC History: Subsec. 198(6.1) added by 1974-75-76, c. 26, s. 
113, applicable to 1973 et seq. 


Interpretation Bulletins: IT-408R: Life insurance policies as in- 
vestments of RRSPs and DPSPs. 


(7) Idem — Notwithstanding subsection (6), where 
the total of all payments made in a year by a trust 
governed by a deferred profit sharing plan or re- 
voked plan under or to acquire interests in life insur- 
ance policies in respect of which the trust is the only 
person entitled to any rights or benefits, (other than 
the rights or benefits of the insurer) does not exceed 
an amount equal to 25% of the total of all amounts 
paid by employers to the trust in the year under the 
plan for the benefit of beneficiaries thereunder, the 
making of the payments under.or to acquire interests 
in such policies shall be deemed, for the purposes of 
this section, not to be the acquisition of non-qualli- 
fied investments. 


Interpretation Bulletins: IT-408R: Life insurance policies as in- 
vestments of RRSPs and DPSPs. 


(8) Idem — Where a trust surrenders, cancels, as- 
signs or otherwise disposes of its interest in a life in- 
surance policy, 


(a) the trust shall be deemed, for the purposes of 

“subsection (4), to have disposed of each non- 
qualified investment that, by virtue of payments 
under the policy, it was deemed by subsection (6) 
to have acquired; and 


' (b) the proceeds of the disposition shall be 
deemed to be the amount, if any, by which 


(i) the amount received by the trust in conse- 
quence of the surrender, cancellation, assign- 
ment or other disposition of its interest in the 
policy 


exceeds the total of 


(ii) each amount paid by the trust under or to 
acquire an interest in the policy, the payment 
of which is deemed by this section not to be 
the acquisition of a non-qualified investment, 
and 


S. 199(2)(b)(ii) 


(iii) the cash surrender value on December 21, 
1966 of the interest of the trust in the policy 
on that date. , 
Related Provisions: 146(11) — RRSP — life insurance policies; 
202(5) — Interest; 204 —- “Qualified investment”. . 
Definitions [s. 198]: “amount”, “annuity” — 248(1); “deferred 
profit sharing plan” — 147(1), 248(1); “disposition” — 198(6)(b), 
200; “dividend”, “employer”, “insurer” — 248(1); “life insurance 
policy” — 138(12), 248(1); “non-qualified investment” — 204; 
“person”, “property” — 248(1); “revoked plan” — 204; “trust” — 
104(1), 248(1), (3). 
Information Circulars [s. 198]: 77-1R4: Deferred profit sharing 
plans. 


199. (1) Tax on_ initial non-qualified 
investments not disposed of — Every trust 
governed by a deferred profit sharing plan or re- 
voked plan shall pay a tax 


(a) for 1967, equal to the amount, if any, by 
which 20% of the initial base of the trust exceeds 

the proceeds of disposition of its initial non-qual- 
ified investments disposed of after December 21, 
1966 and before 1968; 


(b) for 1968, equal to the amount, if any, by 
which 40% of the initial base of the trust exceeds 
the total of 
(i) the proceeds of disposition of its initial 
non-qualified investments disposed of after 
‘December 21, 1966 and before 1969, and 
(ii) the ‘tax payable by the trust determined 
under paragraph (a); 
(c) for 1969, equal to the amount, if any, by 
which 60% of the initial base of the trust exceeds 
the total of 
(i). the proceeds of disposition of its initial 
non-qualified investments disposed of after 
December 21, 1966 and before 1970, and 
(ii) the tax payable by the trust determined 
under paragraphs (a) and (b); and 
(d) for 1970, equal to the amount, if any, by 
which: 100% of the initial base of the trust ex- 
ceeds the total of 
(i) the proceeds of disposition of its initial 


non-qualified investments disposed of after 
December 21, 1966 and before 1971, and 


(ii) the tax payable by the trust determined 
under, paragraphs (a), (b) and (c). 


Related Provisions: 201 — Tax on forfeitures. 


(2) Refund — Where at the end of a year, 
(a) the total of all taxes paid by a trust under sub- 
section (1) 
exceeds 
(b) the total of 
(i) all refunds made to the trust under this sub- 
section, and 


(ii) the amount, if any, by which the initial 
base of the trust exceeds the proceeds of dis- 
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position of its initial non-qualified invest- 
ments disposed of after December 21, 1966 
and before the end of the year, 


the trust is, on application in accordance with section 
202, entitled to a refund equal to the amount by 
which the total described in paragraph (a) exceeds 
the total described in paragraph (b). 

Related Provisions: 201 — Tax on forfeitures; 202(2) — Re- 


turns and payment of estimated tax; 202(4)— Application of cer- 
tain provisions of Part I; 203 — Application to other taxés. 


Definitions [s. 199]: “amount” — 248(1); “deferred profit sharing 
plan” — 147(1), 248(1); “disposition” — 198(6)(b), 200; “initial 
base” — 204; “initial non-qualified investment” — 204; “revoked 
plan” —-.204; “trust” — 104(1), 248(1), (3). 

Information Circulars [s. 199]: 77-1R4: Deferred profit sharing 
plans. 


200. Distribution deemed disposition — For 
the purposes of this Part, a distribution by.a trust of a 
non-qualified investment to a beneficiary of the trust 
shall be deemed to be a disposition of that non-quali- 
fied investment and the proceeds of disposition of 
that non-qualified investment shall be deemed to be 
its fair market value at the time of the distribution. 


Definitions: “non-qualified investment” — 204; “trust” — 104(1), 
248(1), (3). 


201. Tax where inadequate consideration on 
purchase or sale — Every trust governed by a 
deferred profit sharing plan or a revoked plan shall, 
for each calendar year after 1990, pay a tax equal to 
50% of the total of all amounts each of which is, by 
reason of subsection 147(18), an amount taxable 
under this section for the year. | 

Pre-RSC History: S. 201 substituted by 1990, c. 35, s. 20, appli- 


cable with respect to tax payable for 1991 et seg. S. 201 formerly 
read: 


201. (1) Tax on forfeitures — Every trust governed by a de- 
ferred profit sharing plan or revoked plan shall, for each year 
after 1965, pay a tax equal to 50% of the amount, if any, by 
which 


(a) the amount forfeited in the trust in the year 
exceeds the aggregate of 


(b) the amount or value of funds or property of the trust 
appropriated to or for the benefit of the employer in the 
year and included in his income by virtue.of subsection 
147(13), and 


(c) the aggregate of amounts determined under subsec- 
tion (2) for the year in respect of each employee who was 
a beneficiary under the plan. 


(2) Idem — The amount determined for the purposes of para- 
graph (1)(c) for a year in respect of an employee who was a 
beneficiary under a deferred profit sharing plan or revoked 
plan is the lesser of 


(a) such portion of the amount forfeited in the trust in the 
year as was reallocated in the year or within 90 days after 
the end of the year to that employee, and 


(b) the amount, if any, by which 
(i) the product obtained when 


(A) $2,000 is multiplied by the number of years 
before 1972, and 
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(B) $3,000 is multiplied by the number of years 
after 1971 and before 1976, and 


(C) $4,000 is multiplied by the number of years 
after 1975 


in which the employee was a beneficiary under the 
_ plan or under any antecedent deferred profit sharing 
plan that governed a trust to which payments were 
made under the antecedent plan for the benefit of 
beneficiaries thereunder by the employee’s 
employer, 
exceeds the aggregate of 


(ii) amounts deducted under subsection 147(8) in re- 
spect of the employee in computing the income of 
the employee’s employer for the taxation year ending 
in or coincidentally with the year or for a previous 
taxation year, ae 
(iii) amounts determined in respect of the employee 
for the purposes of paragraph (1)(c) for years preced- 
ing the year, and 
(iv) amounts forfeited in the trust before December 
21, 1966 to the extent that they have been reallocated 
to the employee on or before the last day of the year 
for which the determination is made. 
(3) Amount forfeited in a trust — In this section, “amount 
forfeited” in a trust governed by a deferred profit sharing plan 
or revoked plan in any period means the aggregate of each 
amount in respect of a person who ceased in the period to be 
a beneficiary under the plan, 
(a) that at any time before the end of the period was allo- 
cated or reallocated contingently or otherwise, by the 
trust to that person, and 
(b) that did not vest irrevocably in that person at or 
before the time’ at which he ceased to be a beneficiar 
under the plan. 
(4) Deemed allocation — For the purposes of subsection 
(3), an amount paid whether before, on or after December 21, 
1966, under a deferred profit sharing plan by an employer to 
a trustee under the plan in respect of an employee shall be 
deemed to have been allocated by the trustee to that employee 
at the time it was so paid. 
Cl. 201(2)(b)(i)(B) substituted, (C) added by 1976-77, c. 4, s. 68. 
Definitions: “amount” — 248(1); “calendar year” — Interpreta- 
tion Act 37(1)(a); “deferred profit sharing plan” — 147(1), 248(1); 
“revoked plan” — 204; “trust” — 104(1), 248(1), (3). 
Information Circulars: 77-1R4: Deferred profit sharing plans. 


202. (1) Returns and payment of estimated 
tax — Within 90 days from the end of each year af- 
ter 1965, a trustee of every trust governed by a de- 
ferred profit sharing plan or revoked plan shall 


(a) file with the Minister a return for the. year 
under this Part in prescribed form and containing 
prescribed information, without notice or demand 
therefor; 


(b) estimate in the return the amount of tax paya- 
ble by the trust under this Part for the year: 


(c) estimate in the return the amount of any re- 
fund to which the trust is entitled under this Part 
for the year; and 


(d) pay to the Receiver General the unpaid bal- 
ance of the trust’s tax for the year minus any re- 
fund to which it is entitled under this Part, or ap- 
ply in the return for any amount owing to it. 
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Related Provisions: 150. 1(5) — Electronic filing. 


Pre-RSC History: “Receiver General” substituted for “Receiver 
General of Canada” by 1980-81-82-83, c. 48, s. 115. 


Forms: T3D: Deferred profit sharing plan or revoked plan informa- 
tion and income tax return. 


(2) Consideration of application for refund — 
Where a trustee of a trust has made application for 
an amount owing to it pursuant to: subsection (1), the 
Minister shall | . 


(a) consider the application; 
(b) determine the amount of any refund; and. 


(c) send to the trustee a notice of refund and any 
amount owing to the trust, or a notice that no re- 
fund is payable. 

Related Provisions: 198(4) — Refund of tax on disposition of 


non-qualified investment; 198(5) — Refund of tax on recovery of 
property given as security. 


(3) Provisions applicable to Part — Subsection 
150(2), sections 152 and 158, subsections 161(1) and 
(11), sections 162 to 167 and Division J of Part I are 
applicable to this Part with such modifications as the 
circumstances require and, for the purposes of the 
application of those provisions to this Part, a notice 
of refund under this section shall be deemed to be.a 
notice of assessment. 


Pre-RSC History: Subsec. 202(3) substituted by 1986, c...6, s. 
105. Subsec. 202(3) formerly read: 


(3) Application of certain provisions of Part |—— siieec: 
tion 150(2), section 152, section 158, subsection 161(1) and 
sections 162 to 167 and Division J of Part I.are applicable 
mutatis mutandis to this Part and for the purposes of the ap- 
plication of those sections to this Part, a notice of refund 
under this section shall be deemed to be a notice of 
assessment. 


(4) Provisions applicable to refunds — Sub- 
sections 164(3). to (4) are applicable, with such mod- 
ifications as the circumstances require, to refunds of 
tax under subsection 198(4) or (5) or 199(2). 


Related Provisions: 198 — Tax’ on non-qualified investments 
and use of.assets.as. security; 199 — Taxon initial non-qualified in- 
vestments not disposed of. 
Pre-RSC History: Subsec. 202(4) substituted by 1984, c. 1, s. 96, 
applicable with respect, to, interest paid, or, applied after April ,19, 
1983. Subsec. 202(4), formerly read: 
(4) Idem — Subsections 164(3) and (4) are applicable muta- 
~~ tis mutandis to refunds of tax under subsection 198(4) or (5) 
or under subsection 199(2). 


(5) Interest — In addition to the interest payable 
under subsection 161(1), where a taxpayer is re- 
quired by section 198 to pay a tax and has failed to 


pay all or any part thereof on or before the day on or 


before which the tax was required to be paid, the tax- 
payer shall pay to the Receiver General interest at 
the prescribed rate on the amount that the taxpayer 
failed to pay computed from the day on or before 
which the amount was required to be paid to the day 
of payment or to the beginning of the period in re- 
spect of which the taxpayer is required by subsection 
161(1) to pay interest thereon, whichever is earlier. 


S. 204 equ 


Related Provisions: 202(6) — Deemed payment of tax; 221.1 — 
Application of interest where legislation retroactive; 248(1 1) — In- 
terest compounded daily. . 


Pre-RSC History: Subsec. 202(5) ubatioutad by 1985, c.-45, s. 
107. Subsec. 202(5) formerly read: 


(5) In addition to the interest payable under subsection 
161(1), where a taxpayer, being required by section 198 to 
pay a tax, has failed to pay all or any part thereof as required, 
he shall, on payment of the amount he failed to pay, pay in- 
terest at a prescribed rate per annum from. the day on or 
before which he was required to make the payment to the day 
of payment or the beginning of the period in respect of which 
he becomes liable to pay interest thereon under subsection 
161(1), whichever is earlier. 


Regulations: 4301(a) (prescribed rate of interest). 


LT. Application Rules: 62(2) (subsec. 202(5) applies to interest 


payable in respect of any period after December 23, 1971). 


(6) Deemed payment of tax — For the purposes 
of subsections 161(1) and 202(5), where a trust is li- 
able to pay tax under this Part on the acquisition by 
it of a non-qualified investment or on the use of its 
property as security for a loan, it shall, except to the 
extent that the tax has previously been paid, be 
deemed to have paid tax on the date on which the 
property is disposed of or on which the loan ceases 
to be extant, as the case may be, in an amount equal 
to the refund referred to in subsection 198(4) in re- 
spect of that property or subsection 198(5) in respect 
of the loan, as the case may be. 

Related Provisions: 161(1) — Interest; 198(4) — Refund of tax 
on disposition of non-qualified investment; 198(5) — Refund of tax 
on recovery of property given as security. 


Pre-RSC History: Subsec. 202(6) added by 1977-78, c. 32, s. 44, 


applicable to 1972 et seq. 


Definitions [s. 202]: “amount”, “assessment” — 248(1); “de- 
ferred profit sharing plan” — 147(1), 248(1); “Minister” — 248(1); 
“non-qualifying investment” — 204; “prescribed”, “property” — 
248(1); “revoked plan” — 204; “taxpayer” — 248(1); “trust” — 
104(1), 248(1), (3). 


203. Application to other taxes — Instead of 
making a refund to which a trust is entitled under 
subsection 198(4) or (5) or 199(2), the Minister may, 
where the trust is liable or about to become liable to 
make another payment under this Act, apply the 
amount of the refund or any part thereof to that other 
liability and notify a trustee of the trust of that 
action. 


Related Provisions: 164(2) — Set-off of Part I refund; 224.1 — 
Recovery by set-off. 


Definitions: “amount”, “Minister” — 248(1); “trust” — 
248(1), (3). 


104(1), 


204. Definitions mn In this Part, 


“equity share” means 
(a) a share, other than an excluded share or a non- 
participating share, the owner of which has, as 
owner thereof, a right 


(i) to a dividend, and 


(ii) to a part of the surplus of the corporation 
after repayment of capital and payment of div- 
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idend arrears on the redemption of the share, a 
reduction of the capital of the corporation or 
the winding-up of the corporation, 


at least as great, in any event, as the right of the 
owner of any other share, other than a non-partic- 
ipating share, of the corporation, when the mag- 
nitude of the right in each case is expressed as a 
rate based on. the paid-up capital value of the 
share to which the right relates, or 


(b) a share, other than an excluded share or a 
non-participating share, the owner of which has, 
as Owner thereof, a right 


(i) to a dividend, after a dividend at arate not 
in excess of 12% per annum of the paid-up 
capital value of each share has been paid to 
the owners of shares of a class other than the 
class to which that share belongs, and — 


(il) to a part of the surplus of the corporation 
after repayment of capital and payment of diy- 
idend arrears on the redemption of the share, a 
reduction of the capital of the corporation or 
the winding-up of the corporation, after a pay- 
ment of a part of the surplus at a rate not in 
excess of 10% of the paid-up capital value of 
each share has been made to the owners of 
shares of a class other than the class to which 
that share belongs, 


at least as great, in any event, as the right of the 
owner of any other share, other than a non-partic- 
ipating share, of the corporation, when the mag- 
nitude of the right in each case is expressed as a 
rate based on the paid-up capital value of the 
share to which the right relates; 


“excluded share” means each share of the capital 
stock of a private corporation where 


(a) the paid-up capital of the corporation that is 
represented by all its issued and outstanding 
shares that would, but for this definition, be eq- 
uity shares is less than 50% of the paid-up capital 
of the corporation that is represented by all its is- 
sued and outstanding shares other than non-par- 
ticipating shares, or 


(b) a non-participating share of the corporation is 
issued and outstanding and the owner of which 
has, as owner thereof, a right to a dividend 


(i) at a fixed annual rate in excess of 12%, or 


(ii) at an annual rate not in excess of a fixed 
maximum annual rate, if the fixed maximum 
annual rate is in excess of 12%, 


when the right to the dividend is expressed as a 
rate based on the paid-up capital: value of the 
share to which the right relates; 


“Snitial base” of a trust means the total of the values 
of all initial non-qualified investments held by the 
trust on December 21, 1966 when each such invest- 
ment is valued at the lower of 


(a) its cost to the trust, and 
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(b) its fair market value on December 21; 1966; 


“initial non-qualified investment” of a trust means 
an investment held by the trust on December 21, 
1966 that was, on that date, a non-qualified invest- 
ment but does not include 


(a) any interest in a life insurance policy, or 


(b) an equity share that would be a qualified in- 
vestment if the date of acquisition of the share 
were December 21, 1966; 


“non-participating share” means 


(a) in the case of a private corporation, a share 
the owner of which is not entitled to receive, as 
owner thereof, any dividend, other than a divi- 
dend, whether cumulative or not, 


(i) at a fixed annual rate or amount, or 


(ii) at an annual rate or amount not in excess 
of a fixed annual rate or amount, and ~ 


(b) in the case of a corporation other than a pri- 
vate corporation, any share other than a common 
share; 


“non-qualified investment” means property that is 
not a qualified investment for a trust governed by a_ 
deferred profit sharing plan or revoked plan within 
the meaning of the definition “qualified investment” 
in this subsection; 


Information Circulars: 77-1R4: Deferred profit sharing plans. 


“paid-up capital value” of a share means the 
amount determined by the formula 


A 


B 
where 


A is the paid-up capital of the corporation that is 
represented by the shares of the class to which 
that share belongs, and 


B is the number of shares of that class that are in 
fact issued and outstanding; 


“qualified investment” for a trust governed by a de- 
ferred profit sharing plan or revoked plan means 


(a) money that is legal tender in Canada, other 
than money the fair market value of which ex- 
ceeds its stated value as legal tender, and deposits 
(within the meaning assigned by the Canada’ De- 
posit Insurance Corporation Act or with a bank) 
of such money standing to the credit of the trust, 


(b) bonds, debentures, notes, mortgages, or simi- 
lar obligations _ described in clause 
212(1)(b)(i)(C), whether issued before, on or af- 
ter April 15, 1966, , 


(c) bonds, debentures, notes or similar obligations 
of a corporation the shares of which are listed on 
a prescribed stock exchange in Canada, other 
than those described in paragraph 147(2)(c), 
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(d) shares listed on a prescribed stock- exchange 
in Canada, 


(e) equity shares of a corporation by which, 
before the date of acquisition by the trust of the 
shares, payments have been made in trust to a 
trustee under the plan for the benefit of benefi- 


ciaries thereunder, if the shares are of a class in 


respect of which 


(i) there is no restriction on their transferabil- 
ity, and 


(ii) in each of 4 taxation years of the corpora-. 


tion in the period of the corporation’s'5 con- 


secutive taxation years that ended less than 12. 


months before the date of acquisition of the 
shares by the trust, and in the corporation’s 
last. taxation year in. that. period, , the 
corporation 


(A) paid a dividend on each Se the of the 
class.of.an amount not less than 4% of the 
cost per share of the shares to the trust, or 


(B) had earnings attributable to the shares 
of the class of-an amount not less than the 
amount obtained when 4% of the cost per 
share to the trust of the shares is multiplied 
by the total number of shares of the class 
that were outstanding immediately after 
the acquisition, | 


(f) guaranteed investment certificates issued by a 
trust company incorporated under the laws of 
Canada or of a province, 


(g) investment contracts described in subpara- 
graph (b)(ii) of the definition “retirement savings 
plan” in subsection 146(1) and issued by a corpo- 
ration approved by the Governor in Council for 
the purposes of that subparagraph, 


(h) shares listed on a prescribed stock exchange 
in-a country other than Canada, and 


(i) such other investments.as may be prescribed 
by regulations of the Governor in Council made 
on the recommendation of the Minister of 
Finance; 


Related Provisions: 87(10) — New share issued,on amalgama- 
tion of public corporation deemed to be listed on prescribed stock 
exchange; 132.2(1)(k) — Where share ceases to be qualified invest- 
ment due to mutual fund reorganization; 146(1)“qualified invest- 
ment’’(a) — Certain investments in 204‘‘qualified investment” are 
qualified investments for RRSPs; 146.3(1)“qualified invest- 
ment’’(a) — Certain investments in 204‘qualified investment” are 
qualified investments for RRIFs; 248(1)“qualifying environmental 
trust”(e) — Trust must acquire only certain qualified investments. 


Regulations: 221 (information return by issuer of qualified invest- 
ment); 3200, 3201 (prescribed stock exchanges; but see also ITA 
87(10)); 4900(1)-(3), (7), (11), 4901(2) Gnvestments. prescribed as 
qualified investments). 


Interpretation Bulletins: _IT-320R2: 


investments. 


RRSPs — qualified 


Information Circulars: 77-1R4: Deferred profit sharing plans. 


ings Banks Act applies” 
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Forms: T3F: Investments prescribed to be qualified or not to be 
foreign property information return. 


“revoked nhines ‘means a defend profit share plan 
the registration of which has been revoked by the 
Minister pursuant to subsection 147(14) or (14.1). 


Pre-RSC History [s. 204]: The definition “equity share” was 
para: 204(a); “excluded share”, 204(a.1); “initial base”, 204(b); 
“initial non-qualified. investment”, 204(c); “non-participating 
share’, 204(a.2); “non-qualified investment, 204(d); “paid-up cap- 
ital value”, 204(a.3); “qualified investment”, 204(e); “revoked 
plan”, 204(f). The pre- -R.S. C. version of the definition “paid-up 
capital value” read: 


(a.3) “paid-up capital value” — “paid-up capital value” of 
a share means an amount equal to the paid-up capital of the 
corporation that is represented by the shares of the class to 
which that share belongs divided by the number of shares of 
that class that are in fact issued and outstanding; 


Subpara. 204(e)G) amended by 1992, c. 1, Sch. V, s. 20, to substi- 
tute “a bank” for “a bank to which the Bank Act or the Quebec Sav- 
, applicable from February 28, 1992. 


Paras. 204(a), (f) substituted, (a.1)—(a.3) added by 1980-81-82-83, c. 
140, subsecs. 113(1), (2), paras. 204(a)-(a.3) applicable after No- 
vember 12, 1981. Paras. 204(a), (f) formerly read: 


(a) “equity share” means an equity share within the meaning 
of section 257; 


(f) “revoked plan” means-a deferred profit sharing plan the 
registration of which has been revoked by the Minister pursu- 
ant to subsection 147(14) 


Subpara. 204(e)(i) substituted, subpara. 204(e)(v) repealed, by 
1980-8 1-82-83, c. 48, subsecs. 93(1), (2), applicable as to subpara. 
(i) with respect to money acquired and deposits held after December 
11, 1979 and as to subpara. (v) to 1981 et seg. Subparas. 204(e)(a), 
(v) formerly read: 


(i) money, including balances standing to the trust’s credit in 
the records of 


(A) a bank to which the Bank Act or the Quebec Savings 
Banks Act applies, or 


(B) a corporation that is licensed or otherwise authorized 
under the laws of Canada or a province to carry on in 
Canada the business of offering to the public its services 
as trustee, 


(v) shares of an investment corporation, 


Subpara. 204(e)(ix) substituted by 1974-75-76, c. 26, s. 114, appli- 
cable to 1972 et seq. 


Definitions [s. 204]: “amount” — 248(1); “Canada” — 255; 
“common share” — 248(1); “corporation” — 248(1), Interpretation 
Act 35(1); “deferred profit sharing plan’ — 147(1), 248(1); “divi- 
dend” — 248(1); “equity share”, “excluded share”, “initial non- 
qualified investment” — 204; “investment corporation” — 130(3), 
248(1); “life insurance policy” — 138(12), 248(1); “listed” — 
87(10) “Minister” — 248(1); “non-participating share”, “non-quali- 
fied investment”, “paid-up capital value” — 204;. “prescribed” — 
248(1); “private corporation” — 89(1), 248(1); “property” — 
248(1); “province” — Interpretation Act 35(1); “qualified invest- 
; “regulation” — 248(1); “revoked plan” — 204; 
“share” —248(1); “taxation year” — 249; “trust” — 104(1), 
248(1), (3). 
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Part X.1 — Tax in respect of 
Over-Contributions to 
Deferred Income Plans 


204.1 (1) Tax payable by individuals — Where, 
at the end of any month after May, 1976, an individ- 
ual has an excess amount for avyear in respect of reg- 
istered retirement savings plans, the individual shall, 
in respect of that month, pay a tax under this Part 
equal to 1% of that portion of the total of all those 
excess amounts that has not been paid by those plans 
to the individual before the end of that month. 
Related Provisions: .18(1)(t)—Tax is non-deductible: 
146(2)(c.1) — RRSP must permit payment to taxpayer to reduce 
overcontributions; 204.1(2.1) — Tax payable by individuals — con- 
tributions after 1990; 204.3 — Return and payment of tax. 


Advance Tax Ruling: ATR-24: RRSP damages suit against in- 
vestment management Ccompanies;. 


(2) Amount deemed repaid — For the purposes 
of subsection (1), where an amount in respect of a 
plan has been included in computing an individual’s 
income pursuant to. paragraph 146(12)(b), that 
amount shall be deemed to have been paid to the in- 
dividual by the plan at the time referred to in that 
paragraph. 


(2.1) Tax payable’ by individuals — 
contributions after 1990 — Where, at the end of 
any month after December, 1990, an individual has a 
cumulative excess amount in respect of registered re- 
tirement savings plans, the individual shall, in. re- 
spect of that month, pay a tax under this Part equal to 
1% of that cumulative excess amount. 

Related Provisions: 18(1)(t)—Tax is non-deductible: 
146(2)(c.1) — RRSP must permit payment to taxpayer to reduce 
overcontributions; 204.1(4) — Waiver of tax by Revenue Canada; 
204.3 — Return and payment of tax. 


Pre-RSC History: Subsec. 204.1(2.1) added by 1990, c. 35, sub- 
sec. 21(1), applicable after 1990. 


Advance Tax Ruling: ATR-24: RRSP damages suit against in- 
vestment management companies;. 


(3) Tax payable by deferred profit sharing 
plan — Where, at the end of any month after May, 
1976, a trust governed by a deferred profit sharing 
plan has an excess amount, the trust shall, in respect 
of that month, pay a tax under this Part equal to 1% 
of the excess amount. 


Related Provisions: 204.2(4) — Definition of “excess amount” 
for a DPSP. 


(4) Waiver of tax — Where an individual would, 
but for this subsection, be required to pay a tax under 
subsection (1) or (2.1) in respect of a month and the 
individual establishes to the satisfaction of the Min- 
ister that 


(a) the excess amount or cumulative excess 
amount on which the tax is based arose as a con- 
sequence of reasonable error, and 


(b) reasonable steps are being taken to eliminate 
the excess, 
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the Minister may waive the tax. 


Pre-RSC History: Subsec. 204.1(4) added by 1990, c. 35, subsec. 
21(2), 


Definitions [s. 204.1]: “amount” — 248(1); “cumulative excess 
amount” — 204.2(1.1); “deferred profit sharing plan” — 147(1), 
248(1);. “excess amount” — 204.2(1), (4); “individual”, “Minis- 
ter” — 248(1); “registered retirement savings plan” —-146(1), 
248(1); “trust” — 104(1), 248(1), (3). 


Interpretation Bulletins [s. 204.1]: IT-124R6: Contributions to 
registered retirement savings plans. 


204.2. (1) Definition of “excess amount for a 
year in respect of registered retirement 
savings plans” — “Excess amount for a year in 
respect of registered retirement savings plans’ of an 
individual at a particular time means, 


(a) where the excess amount is for a year after 
1990, nil; and 


(b) where the excess amount is for a year before 
1991, the amount, if any, by which the total of 


(i) all amounts paid by the individual to such 
plans under which the individual or the indi- 
vidual’s spouse is the annuitant, other than 
amounts ! 


(A) to which paragraph 60(j), (j.01), (j.1), 
(j.2) or (1) applies or would, if the individ- 
ual were resident in Canada throughout the 
year, apply, or 


(B) transferred to the plan in accordance 
with any of subsections 146(16), 147(19) 
and 147.3(1) and (4) to (7), and 


(ii) all gifts made to such a plan under which 
the individual is the annuitant, other than gifts 
made thereto by the individual’s spouse, 


in the year and before the particular time, exceeds 
the total of 


(iii) all amounts that may be deducted in. com- 
puting the individual’s income for the imme- 
diately preceding year in respect of those pay- 
ments, and 


(iv) the greater of $5,500 and the amount that 
may be deducted in computing the individ- 
ual’s income for the year in respect of those 
payments. 


Related Provisions: 128(2)(d), (d.2) — Where individual bank- 
tupt; 204.1(1) — Tax payable by individuals; 204.2(3) — When re- 
tirement savings plan deemed to be a registered plan; 252(4)(a) — 
Extended meaning of “spouse”. 


Pre-RSC History: Subsec. 204.2(1) substituted by 1990, c. 35, 
subsec. 22(1), applicable with respect to payments made to RRSPs 
after 1987, except that in its application with respect to such’ pay- 
ments made in 1988, 


(a) cl. 204.2(1)(b)(i)(A) shall be read without reference to 
“g.2)”, and 


(b) cl. 204.2(1)(b)(i)(B) shall be read as follows: 


“(B) transferred to the plan in accordance with subsection 
146(16), and” 
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Subsec. 204.2(1) formerly read: 


204.2 (1) “Excess amount for a year in respect of 
registered retirement savings plans” defined — “Excess 
amount for a year in respect of registered retirement savings 
plans” of an individual at a particular time means the amount 
by which the aggregate of 


(a) all amounts paid by him.to such plans under which he 
or his spouse is the annuitant, other than amounts to 
which paragraph 60(j), (j.1), (1) or subsection 146(16) ap- 
plies or would, if the individual were resident in Canada 
throughout the year, apply, and ~ 


me (b) all gifts made to such a plan under which he is the 
annuitant, other than gifts made thereto by his spouse, 


in the year and before the particular time, exOeeUs the aggre- 
gate of 


(c) all amounts that the taxpayer is entitled to deduct in 
computing his income for the immediately preceding 
year in respect of those payments, and 


(d) the greater of $5,500 and the amount the taxpayer is 
entitled to deduct in computing his income for the year in 
respect of those payments. 


Pans: 204. 2(1)(d) substituted for paras. (d), (e) by 1986, c. 55, s. 71, 
applicable with respect to payments made to a registered retirement 
savings plan after 1985. Paras. 204.2(1)(d), (e) formerly read: 


(d) $5,500, and 


(e) the amount that the taxpayer would be entitled to deduct 
in computing his income for the year in respect.of those pay- 
ments by virtue of subsection 146(5.3) if section 146 were 
read without reference to subsection (5.5) thereof. 


Para. 204.2(1)(e) added by 1984, c. 45, s. 84, applicable to 1984 et 
seq. . i 

Paras. 204,2(1)(a), (4)(a) substituted by 1980-8 1-82-83, c. 140, sub- 
secs. 114(1), (2), applicable, as to para. 204.2(1)(a), to 1981 et seq., 
and, as to para. 204.2(4)(a), to months ending after May, 1976. Pa- 
ras. 204.2(1)(a), (4)(a) formerly read: 


(a) all amounts paid by him to such plans under which he or 
his spouse is the annuitant, other than amounts to which para- 
~ graph 60(j) or (1) or subsection 146(16) have application, and 
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(a) the aggregate of contributions made after May 25, 1976 
by an employee who is or is about to become a member of the 
plan, to the extent that his contributions exceed $5,500 in a 
year, less any such contributions that have been returned to 
the employee before that particular time, and 


All that portion of subsec. 204.2(1) following para. (b) substituted 
by 1979, c. 5, s. 58, applicable to 1977 et seq. That portion formerly 
read: 


in the year, after May 25, 1976 and before the particular time, 
exceeds the greater of 


(c) the aggregate of amounts that the taxpayer is entitled 
to deduct in computing his income for that year and the 
immediately preceding year in respect of those payments, 
and 


(d) $5,500. 
Advance Tax Ruling: ATR-24: RRSP damages suit against in- 
vestment management companies;. 


Forms: T1-OVP: Individual income tax return for RRSP excess 
contributions; Tl-OVP Sched.: Calculating the amount of RRSP 
contributions made before 1991 that are subject to tax. 


(1.1) Cumulative excess amount in respect of 
RRSPs — The cumulative excess amount of an in- 
dividual in respect of registered retirement savings 


S. 204.2(1.1) 


plans at any time in a taxation year is the amount, if 
any, by which 
(a) the amount of the individual’s undeducted 
RRSP premiums at that time 
exceeds 


(b) the amount determined by the formula 


A+B+R+C+D+E 
where 


A is the individual’s unused RRSP deduction 
room at the end of the preceding taxation 
year, 


B is the amount, if any, by which 


(i) the lesser of the RRSP dollar limit for 
the year and 18% of the individual’s 
earned income (as defined in subsection 
146(1)) for the preceding taxation year 


exceeds the total of all amounts each of which 

is 
(ii) the individual’s pension adjustment for 
the preceding taxation year in respect of an 
employer, or 


(iii) a prescribed amount in respect of the 
individual for the year, 


C is, where the individual attained 18 years of 
age in a preceding taxation year, $2,000, and 
in any other .case, nil, 


D is the group RRSP amount in respect of the 
individual at that time, 


E is, where the individual attained 18 years of 
age before 1995, the individual’s transitional 
amount at that time, and in any other case, nil, 
and 


R_ is the individual’s total pension adjustment re- 
versal for the year. 


Related Provisions: 204.1(2.1) — Tax payable by individuals — 


Contributions after 1990; 204.2(1.2) — Undeducted RRSP premi- 
ums; 204.2(1.3) — Group RRSP amount; 204.2(1.5) — Transitional 
amount; 257 — Formula cannot calculate to less than zero. 


History: The formula in para. 204.2(1.1)(b) amended, the descrip- 
tion of R added, by 1998, c. 19, subsecs. 49(1), (2), applicable to 
1998 et seq. The formula in para..204.:2(1.1)(b) formerly read: 


A+B%C+D+E 


Para. 204.2(1.1)(b) amended by 1996, c. 21, subsec. 51(1), applica- 
ble to 1996 et seg. Para. (b) formerly read: 


(b) the amount determined by the formula 


A+B—-C+M 
where 


A is the individual’s unused RRSP deduction room at the 
end of the immediately preceding taxation year, 


Bis the amount, if any, by which the lesser of the RRSP 
dollar limit for the year and 18% of the individual’s 
earned income (within the. meaning assigned by subsec- 
tion 146(1)) for the immediately preceding taxation year 
exceeds the total of all amounts each of which is the indi- 
vidual’s pension adjustment for the immediately preced- 
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ing taxation year in respect. of an employer or a pre- 
scribed amount in respect of the taxpayer for the year, 


C__is the individual’s net past service pension adjustment, at 
that time, for the year, and 


M_ is, where the individual attained 18 years of age in a pre- 
ceding taxation year, $8,000, and otherwise, nil. 


Regulations: 8308(2), 8308.2, 8308.4(2), 8309 (prescribed 
amounts for “B”). 


Interpretation Bulletins: IT-307R3: Spousal registered retire- 
ment savings plans. 


Advance Tax Ruling: ATR-24: RRSP damages suit against in- 
vestment management companies;. 


(1.2) Undeducted RRSP premiums — For the 
purposes of subsection (1.1) and the description of K 
in paragraph (1.3)(a), the amount of undeducted 
RRSP premiums of an individual at any time in a 
taxation year is the amount determined by the 
formula 


H « b— 
where 


H is, for taxation years ending before 1992, nil, and 
for taxation years ending after 1991, the amount, 
if any, by which 


(a) the amount of the individual’s undeducted 
RRSP premiums at the end of the immediately 
preceding taxation year 


exceeds 


(b) the total of the amounts deducted under 
subsections 146(5) and (5.1). in computing the 
individual’s income for ‘the immediately pre- 
ceding taxation year, to the extent that each 
amount was deducted in respect of premiums 
paid under registered retirement savings plans 
in or before that preceding year, 


I is the total of all amounts each of which is 


(a) a premium (within the meaning assigned 
by subsection 146(1)) paid by the individual 
in the year and before that time under a regis- 
tered retirement savings plan under which the 
individual or the individual’s spouse was the 
annuitant (within the meaning assigned by 
subsection 146(1)) at the time the premium 
was paid, other than 


(i) an amount paid to the plan in the first 
60 days of the year and deducted in com- 
puting the individual’s income for the im- 
mediately preceding taxation year, 


(ii) an amount paid to the plan in the year 
and deducted under paragraph 60(j), (j.1), 
§.2) or (1) in computing the individual’s 
income for the year or the immediately 
preceding taxation year, 


(iii) an amount transferred to the plan on 
behalf of the individual in accordance with 
any of subsections 146(16), 147(19) and 
147.3(1) and (4) to (7) or in circumstances 
to which subsection 146(21) applies, 
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(iv) an amount deductible under subsection 
146(6.1) in computing the individual’s in- 
come for the year or a preceding taxation 
year, 


(v) where the individual is a non-resident 
person, an amount that would, if the indi- 
vidual were resident in ‘Canada throughout 
the year and the immediately’ preceding 
taxation year, be deductible under para- 
graph 60@), G.1), G.2) or (1), in. computing 
the individual’s income for the year or the 
immediately preceding taxation year, or 


(vi) an amount paid to the plan in the year 
that is not deductible in computing the in- 
dividual’s income for the year because of 
subparagraph 146(5)(a)(iv.1) or 
(5.1)(a)(iv), or 


(b) a gift made in the year and before that time 
to a registered retirement savings plan under 
which the individual is the annuitant (within 
the meaning assigned by subsection 146(1)), 
other than a gift made thereto by the individ- 
ual’s spouse, and 


J is the amount, if any, by which 


(a) the total of all amounts each of which is an 
amount (other than the portion thereof that 
reduces the amount on which tax is payable 
by the individual under subsection 204:1(1)) 
received by the individual in the year and 
before that time out of or under a registered 
retirement savings plan or a régistered retire- 
ment income fund and included in computing 
the individual’s income for the year 


exceeds 


(b) the amount deducted under paragraph 
60(1) in computing the individual’s income for 
the year. 


Related Provisions: 204.2(1.4) — Deemed receipt where RRSP 
or RRIF amended; 204.2(3) — When retirement savings plan 
deemed to be registered plan; 252(4) — Extended meaning of 
“spouse”; 257 — Formula cannot calculate to less than zero. 


History: The opening words of subsec. 204.2(1.2) amended by 
1996, c. 21, subsec. 51(2), applicable to 1996 et seg. Subsec. (1.2) 
formerly read: 


(1.2) Undeducted RRSP premiums — For the purposes of 

subsection (1.1), the amount of undeducted RRSP premiums 

of an individual at any time in a taxation year is the amount 
- determined by the formula 


Subpara. (a)(vi) added to the description of I in subsec. 204.2(1.2) 
by 1995, c. 3, s. 49, applicable to 1994 et seq. 


Subpara. (a)(iii) of the description of I in subsec. 204,.2(1.2) substi- 
tuted by 1994, c. 21, s. 92, applicable to 1992 et seq.. That subpara. 
formerly read: 


(ili) an. amount transferred to the plan on behalf of the indi- 
vidual in accordance with any of subsections 146(16), 
147(19) and 147.3(1) and (4) to (7), 


(1.3) Group RRSP amount — For the purposes of 
this section, the group RRSP amount in respect of an 
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individual.at-any time in a taxation year isthe lesser 
of 


(a) the lesser of the value of F and the amount 
determined by the formula 


F—(G—K) 
where 
F is the lesser of 
- (a) the total of all-amounts each of which is 
a qualifying group RRSP premium paid by. 
the. individual, to the extent that the pre- 
mium is included in. determining the value 


of I in subsection (1.2) in respect at the in- 
dividual at that time, and 


(ii) the RRSP dollar limit for the following 
taxation year, 


G is the amount that would be determined. under. 


paragraph. (1.1)(b)-in respect of the individual 
at that time if the values of C;.D and E in chat 
paragraph were nil, and 
K is : 
(i) where the year, is the 1996, taxation 
year, the amount, if any, by which. the 


amount of the individual’s undeducted. 


RRSP premiums at the beginning of the 
year, exceeds the individual’s cumulative 
excess amount in respect of registered re- 
tirement savings plans at the end of the 
1995 taxation year, and 


(ii) in any other case, the group. RRSP. 


amount in respect of the individual at the 
end of the preceding taxation year, and. 


(b) the amount that would be the individual’s cu- 
mulative excess amount in respect of registered 
retirement savings plans at that time if the value 
of D in paragraph (1.1)(b). were. nil. 
Related Provisions: 146(1) — Meaning of “net past service pen- 
sion adjustment” for RRSP rules; 204.2(1.2) — Undeducted RRSP 
premiums; 204.2(1.31) — Qualifying group RRSP premium; 
257 — Formula cannot calculate to less than zero. 


History: Subsec. 204.2(1.3) repealed and substituted by 1996, c. 


read: 


(1.3) Net past service pension adjustment — For the pur- 
poses of subsection (1.1), the net past service’ pension adjust- 
ment of an individual, at any time, for a taxation year is the 
positive or negative amount determined by the formula 


P—G 
where 


P is the total of all amounts each of which is the accumu- 
lated PSPA of the individual for the year in respect of an 
employer, determined as of that time in accordance with 
prescribed rules; and 


Gis the amount of the individual’s PSPA withdrawals for 
the year, determined as of that time in accordance with 
prescribed rules. 


21, subsec. 51(3), applicable to ie" et seq. Subsec. (1.3) formerly 


S. 204.2 


All that portion of subsec. 204.2(1.3)»preeeding the-description of G 
amended by 1994, c. 7, Sch. VIII (1993, c. 24),.s. 117, applicable 
after 1988. That portion formerly read: 


(1.3) Net past service pension adjustment — For the pur- 
poses of subsection (1.1), the net past service pension adjust- 
ment of an individual, at any’ time, for a taxation year is’ the 
amount determined by. the formula 


—(F.+ G) 
where 


P_. is the total of all amounts each of which is the aceumu- 
lated PSPA of the individual for the year in respect.of an 
employer, determined as of that time in accordance with 
prescribed rules, 


F..is.the amount of the individual S PSPA sities for the 
year, determined as of that time in accordance with De 
scribed rules, and ' 


Regulations: 8303(2) (accumulated PSPA before 1996); 8307(5) 
(individual’s PSPA withdrawals before: 1996). . 


(1.31) Qualifying group RRSP premium ig a 
the purpose of the description of F in paragraph 
(1.3)(a), a qualifying group RRSP premium paid by 
an individual is a premium paid under a preted 
retirement savings plan where 


(a) the plan is part of a qualifying arrangement, 


(b) the premium is an amount to which the indi- 
vidual is entitled for services rendered by the in- 
dividual (whether or not as an employee), and 


.(c) the premium was remitted to the plan on be- 
half of the. individual, by the person or body of 
persons that is required to remunerate the individ- 
ual for the services, or by an agent for that person 
or body, 


but does not include the part, if any, of a premium 
that, by making (or failing to make) an election or 
exercising (or failing to exercise) any other right 
under the arrangement after beginning to participate 
in the arrangement and within 12 months before the 
time the premium was paid, the individual could 
have prevented from being paid under the plan and 
that would not as a consequence have been required 
to be remitted on behalf of the individual to another 
registered retirement savings plan or to a registered 
pension plan in respect of a money purchase provi- 
sion of the plan. 


Related Provisions: 204.2(1.32) — Qualifying arrangement. 


History: Subsec. 204. 2(1.31) added by 1996, c..21, subsec. 51(3), 
applicable to 1996 et seq. 


(1.32) Qualifying arrangement — For the pur- 
pose of paragraph (1.31)(a), a qualifying arrange- 
ment is an arrangement under which premiums that 
satisfy the conditions in paragraphs (1. 31)(b) and (c) 
are remitted to registered retirement savings plans on 
behalf of two or. more individuals, but does not in- 
clude an arrangement where it is reasonable to con- 
sider that one of the main. purposes of the arrange- 
ment is to reduce tax payable under this Part. 
History: Subsec. 204.2(1.32) added by 1996, c. 21, subsec. 51(3), 
applicable to 1996 et seq. 
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(1.4) Deemed receipt where RRSP or RRIF 
amended — For the purposes of subsection (1.2), 


(a) where an amount in respect of a registered re- 
tirement savings plan has been included in com- 
puting an, individual’s income pursuant to para- 
graph 146(12)(b), that amount shall be deemed to 
have been received by the individual out of the 
plan at the time referred to in that paragraph; and 


(b) where an amount in respect of a registered re- 
tirement income fund has been included in com- 
puting an individual’s income pursuant to para- 
graph 146.3(11)(b), that amount shall be deemed 
to have been received by the individual out of the 
fund at the time referred’ to in that paragraph. 


Pre-RSC History: Subsecs. 204.2(1.1) to (1.4) added by 1990, c. 
35, subsec. 22(2), applicable after 1988. 


(1.5) Transitional amount — For the purpose of 
the description of E in paragraph (1.1)(b), an individ- 
ual’s transitional amount at any time in a taxation 
year is the lesser of 


(a) $6,000, and 


(b) where the value of L is nil, nil, and in any 
other case, the amount determined by the formula 


L-M 
where 
L is the amount, if any, by which 


(i) the amount that would be determined 
under subsection (1.2) to be the amount of 
the individual’s undeducted RRSP premi- 
ums at that time if 


(A) the value of I in that subsection 
were determined for the 1995 taxation 
year without including premiums paid 
after February 26, 1995, 


(B) the value of I in that subsection 
were nil for the 1996 and subsequent 
taxation years, and 


(C) the value of J in that subsection 
were determined for the 1995 and sub- 
sequent taxation years without includ- 
ing the part, if any, of an amount re- 
ceived by the individual out. of-or under 
a registered retirement savings plan or 
registered retirement income fund that 
can reasonably be considered to be in 
respect of premiums paid after Febru- 
ary 26, 1995 by the individual under a 
registered retirement savings plan 


exceeds 


(ii) the total of all amounts each of which 
is an amount deducted under subsection 
146(5) or (5.1) in computing the individ- 
ual’s income for a preceding taxation year, 
to the extent that the amount was deducted 
in respect of premiums paid after that year 
(other than premiums paid before February 
27, 1995), and 


Income Tax Act 


M is the amount that would be determined by the 
formula in paragraph (1.1)(b) in respect of the 
individual at that time if the values of D and E 
in that paragraph were nil and section 257 did 
not apply to that formula. . 


Related Provisions: 257 — Formula cannot calculate to less than 
Zero. 


History: Subsec. 204.2(1.5) added by 1996, c. 21, subsec. 51(4), 
applicable to 1996 et seq. 3H 


(2) Where terminated plan deemed to 
continue to exist — Notwithstanding paragraph 
146(12)(a), for the purposes of this Part, where a 
registered retirement savings plan ceases to exist and 
a payment or transfer of funds out of that plan has 
been made to which subsection 146(16) applied, if 
an individual’s excess amount for a year in respect 
of registered retirement savings plans would have 
been greater had that plan not ceased to exist, for the 
purpose of computing the excess amount for a year 
in respect of registered retirement savings plans for 
so long as the individual or the individual’s spouse is 
the annuitant under any registered retirement savings 
plan under which an annuity has not commenced to 
be paid to the annuitant, the plan that ceased to exist 
shall be deemed to remain in existence’and the indi- 
vidual or the individual’s spouse; as the case may be, 
shall be deemed to continue to be the annuitant 
thereunder. . 


Related Provisions: 252(4) — Extended meaning of “spouse”. 


Forms: 13012: Application for refund of RRSP excess 
contributions. 


(3), When retirement savings plan deemed to 


be a registered »lan— Where a retirement sav- 
ings plan under which an individual or the individ- 
ual’s spouse is the annuitant (within the meaning as- 
signed by subsection 146(1)):is accepted by the 
Minister for registration, for the purpose of deter- 
mining » 

(a) the amount of undeducted RRSP premiums of 

the individual at any time, and , 


(b) the excess amount for a year in respect of reg- 
istered retirement savings plans of the individual 
at any time, 


the retirement savings plan shall be deemed to have 
become a registered retirement savings plan on the 
later of the day on which the plan came into exis- 
tence and May 25, 1976. 


Related Provisions: 252(4) — Extended meaning of “spouse”. 


Pre-RSC History: Subsec. 204.2(3) substituted by 1990, c. 35, 
subsec. 22(3), applicable after 1988. Subsec, 204.2(3) formerly 
read: 


(3) When retirement savings plan deemed to have been 
a registered plan — Where a retirement savings plan under 
which an individual or his spouse is. the annuitant is accepted 
by the Minister for registration, for the purpose of determin- 
ing the excess amount for a year in respect of registered re- 
tirement savings plans of the individual, that retirement sav- 
ings plan shall be deemed to have been a registered 
retirement savings plan since the later of May 25, 1976 and 
the day the plan came into existence. 
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(4) Definition of “excess amount” for a 
DPSP — “Excess amount” at any time for a trust 
governed by a deferred profit sharing plan means the 
total of all amounts each of which is 


(a) such portion of the total of all contributions 
made to the trust before that time and after May 
25, 1976 by a beneficiary under the plan, other 
than 


(i) contributions that have been deducted by 
the beneficiary under paragraph 60(k) of the 
Income Tax Act, chapter 148 of the Revised 
Statutes of Canada, 1952, 


(ii) amounts transferred to the plan on behalf 
of the beneficiary in accordance with subsec- 
tion 147(19), or 


(iii) the portion of the contributions (other 
than contributions referred to in subpara- 
graphs (i) and (i1)) made by the beneficiary in 
each calendar year before 1991 not in excess 
of $5,500, 


as has not been returned to the beneficiary before 
that time; or 


(b) a gift received by the trust before that time 
and after May 25, 1976. 


Related Provisions: 147(2)(a.1) — Acceptance of plan for 
registration. 


Pre-RSC History: Subsec. 204.2(4) substituted by 1990, c. 35, 
subsec.. 22(4), applicable after 1988. Subsec. 204.2(4) formerly 
read: 


(4) “Excess amount’ defined — “Excess amount” at a par- 
ticular time for a trust governed by a deferred profit sharing 
plan or a revoked plan means the aggregate of 


(a) the aggregate of contributions made to the trust before 
that time and after May 25, 1976 (other than contribu- 
tions to which paragraph 60(k) applies) by an employee 
who is or is about to become a member of the plan, to the 
extent that such contributions exceed $5,500 in a year, 
less any such contributions that have been returned to the 
employee before that particular time, and 


(b) the amounts of any gifts received by the trust after 
May 25, 1976. 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952’). 


Definitions [s. 204.2]: “amount”, “annuity” — 248(1); “calendar 
year” — Interpretation Act 37(1)(a);.““Canada” — 255; “cumulative 
excess amount” — 204.2(1.1); “deferred profit sharing plan” — 
147(1), 248(1); “employer” — 248(1); “group RRSP amount” — 
204.2(1.3); “individual”, “Minister” — 248(1); “net past service 
pension adjustment” — 204.2(1.3); “past service pension adjust- 
ment’ — 248(1), Reg. 8303; “pension adjustment” — 248(1), Reg. 
8301(1); “prescribed” — 248(1);. “qualifying arrangement” — 
204.2(1.31); “qualifying group RRSP premium” — 204.2(1.31); 
“registered retirement income fund” — 146.3(1), 248(1); “regis- 
tered retirement savings plan” — 146(1), 248(1); “RRSP dollar 
limit” — 146(1),. 248(1); “resident in Canada” — 250; “retirement 
savings plan” — 146(1), 248(1); “spouse” — 252(4)(a); “taxation 
year’ — 249; “taxpayer” — 104(1), 248(1); “total pension adjust- 
ment reversal” — 248(1); “transitional amount” — 204.2(1.5); 
“trust” — 104(1), 248(1), (3); “undeducted RRSP premiums” — 
204.2(1.2). 


interpretation Bulletins [s. 204.2]: IT-124R6: Contributions to 
registered retirement savings plans. 


S. 204.4(1) 


204.3 (1) Return and payment of tax — Within 
90 days after the end of each year after 1975, a tax- 
payer to whom this Part applies shall 


(a) file with the Minister a return for the year 
under this Part in prescribed form and containing 
prescribed information, without notice or demand 
therefor; . 


(b) estimate in the return the amount of tax, if 
any, payable by the taxpayer under this Part in 
respect of each month in the year; and 


(c) pay to the Receiver General the amount of 
tax, if any, payable by the taxpayer under this 
Part in respect of each month in the year. 


Related Provisions: 150.1(5) — Electronic filing. 


Pre-RSC History: “Receiver General” substituted for “Receiver 
General of Canada” by 1980-81-82-83, c. 48, s. 115. 


Information Circulars: 78-14R2: Guidelines for trust companies 
and other persons responsible for filing. 


Forms: T1-OVP: Individual income tax return for RRSP excess 
contributions; T1-OVP Sched.: Calculating the amount of RRSP 
contributions made before 1991 that are subject to tax; T3D: De- 
ferred profit sharing plan or revoked plan information and income 
tax return; T3R-IND: Registered retirement savings plan individual 
information return and income tax return. 


(2) Provisions applicable to Part — Subsections 
150(2) and (3), sections 152 and 158, subsections 
161(1) and (11), sections 162 to 167 and Division J 
of Part I are applicable to this Part with such modifi- 
cations as the circumstances require. 


Pre-RSC History: Subsec. 204.3(2) substituted by 1986,.c. 6, s. 
106. Subsec. 204.3(2) formerly read: 


(2) Provisions applicable to this Part — Subsections 
150(2) and (3), sections 152 and 158, subsection 161(1) and 
sections 162 to 167, and Division J of Part I are applicable 
mutatis mutandis to this Part. 


Definitions [s. 204.3]: “amount”, “Minister”, “prescribed”, “tax- 
payer” — 248(1). 

Interpretation Bulletins [s. 204.3]: IT-124R6: Contributions to 
registered retirement savings plans. 


Pre-RSC History [Part X.1]: Part X.1 (ss. 204.1 to 204.3) added 
by 1976-77, c. 4, s. 69, applicable to months ending after May, 
1976. 


Part X.2 — Tax in respect of 
Registered Investments 


204.4 (1) Definition of “registered invest- 
ment” —In this Part, “registered investment” 
means a trust or a corporation that has applied in pre- 
scribed form as of a particular date in the year of ap- 
plication and has been accepted by the Minister as of 
that date as a registered investment for one or more 
of the following: 


(a) registered retirement savings plans, 

(b) [Repealed under former Act] 

(c) registered retirement income funds, and 
(d) deferred profit sharing plans 
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and that has not been notified by the Minister that‘ it 
is no longer registered under this; Part. ; 


Related Provisions: 248(1)“registered investment” — Setinition 
applies to entire Act. 


Interpretation Bulletins: IT-320R2: RRSPs — qualified 
investments. 


(2) Acceptance of applicant for registra- 
tion — The Minister may accept for registration for 
the purposes of this Part any applicant that is 


(a) a trust that has as its sole trustee a corporation 
licensed or otherwise authorized under the laws 
of Canada or a province to carry on in Canada the 
business of offering to the public its sérvices as 
trustee if, on the particular date referred to in sub- 
section (1), 


(i) all the property of the applicant is held in 
trust for the benefit of not fewer than 20 bene- 
ficiaries and 


(A) not fewer than 20 beneficiaries are tax- 
payers described in 1 paragraph 205(a) or 
(c), or 


(B) not fewer than 100 beneficiaries are 
taxpayers described in paragraph 205(b) or 
(e), . | 

(11) the total of : 
(A) the fair market value at the time of ac- 


quisition of its shares, bonds, mortgages, 
marketable securities and cash, and 


(B) the amount by which the fair market 
value at the time of acquisition of its real 
property that may reasonably be regarded 


[578 


as being held for the purpose of producing 
income from property exceeds the total of 

all amounts each of which is owing by it 
on account of its acquisition of :the real 
property 


is not'less than 80% BS ties amount i which 
the fair market value at the time of acquisition 
of all its property exceeds the total of all 
amounts each of which.is, owing. by, it\on ac- 
count of its acquisition of real property, 


(iii) the fair market value at the time of acqui- 
sition of its sharés, bonds, mortgages and 


other Securities of any one corporation or 


debtor (other than bonds, mortgages and other 
securities of or guaranteed by Her Majesty in 
right of Canada ora province or Canadian 
municipality) is not. more. than 10% of the 
amount by. which the. fair market value at the 


_ time of acquisition of all its property exceeds 


the total of all amounts each of which is an 
amount owing by it on account of its acquisi- 
tion of real property, 


(iv) the amount by which 


(A) the fair market value at the time of ac- 
quisition of any one of its real properties. 


exceeds 


(B) the total of all amounts each of which 
is owing by it on account of its BAS 
of the real property ; 


is not more than 10% of the amount by which 
the fair market value at the time of acquisition 
of all its property exceeds the total.of all 
amounts each of which is owing by it on ac- 
count of its acquisition of real property, 


. (vy) not less than 95% of the income of the ap- 


plicant for its most recently completed fiscal 
period, or where. no such period exists, that 
part of its current fiscal period before the par- 
ticular date, was derived from investments.de-. 
scribed in subparagraph (ii), 


(vi) the total value of all interests in the appli- 
cant owned by all trusts or corporations de- 
scribed in paragraph 205(a). or (c) to.which 
any one employer, either alone. or together 
with persons with whom the employer. was 
not dealing at-arm’s length, has made contri- 
butions does not exceed 25% of the value of 
all its property, 


(vii) the total value of all interests in the appli 
cant owned by all trusts described in para- 
graph 205(b) or. (e) to which any one tax- 
payer, either alone or together with. persons 
with whom the taxpayer was not dealing at 
arm’s length, has made contributions does not 
exceed 25% of the value of. all: its sepa 
and 
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(vili) the applicant does not hold property ac- 
quired by it after May 26, 1975 that is 


(A) a mortgage (other than a mortgage in- 
sured under the National Housing Act), or 
an interest therein, in respect of which the 
mortgagor is the annuitant under a regis- 
tered retirement savings plan or a regis- 
tered retirement income fund, or a person 
with whom the annuitant is not dealing at 
arm’s length, if any of the funds of a trust 
governed by such a plan or fund have been 
used to acquire an interest in the applicant, 
or 


(B) a bond, debenture, note or similar obli- 
gation issued by a cooperative corporation 
(within the meaning assigned by subsec- 
tion 136(2)) or a credit union that has 
granted any benefit or privilege to any an- 
nuitant or beneficiary under a plan or fund 
referred to in subsection (1) that is depen- 
dent on or related to 


(I) ownership by a trust governed by. 


any such plan or fund of shares, bonds, 
debentures, notes or similar obligations 
of the cooperative corporation or credit 
union, or 


(11) ownership by the applicant of 
shares, bonds, debentures, notes or sim- 
ilar obligations of the cooperative cor- 
poration or credit union if the trust gov- 
ered by any such plan or fund has 
used any of its funds to acquire an in- 
terest in the applicant; 


(b) a trust that 


(i) would be a trust described in paragraph (a) 
if that paragraph were read without reference 
to subparagraphs (a)(i), (vi) and (vii), and 


(ii) holds only prescribed investments for the 
type of plan or fund in respect of which it has 
applied for registration; 


(c) a mutual fund trust; 
(d) a trust that 


(i) would be a mutual fund trust if paragraph 
132(6)(c) were not applicable, and 


(ii) holds only prescribed investments for the 
type of plan or fund in respect of which it has 
applied for registration, 


(e) a mutual fund corporation or investment cor- 
poration; or 


(f) a corporation that 


(i) would be a mutual fund corporation or in- 
vestment corporation if it could have elected 
to be a public corporation under paragraph (b) 
of the definition “public corporation” in sub- 
section 89(1) had the conditions prescribed 
therefor required only that a class of shares of 
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its capital stock be qualified for apt to 
the public, and 


(ii) holds only prescribed investments for the 
type of plan or fund in respect of which it has 
applied for registration. 

Related Provisions: 204.6(1), (2) and (3) — Tax payable. 


Pre-RSC History: Para. 204.4(1)(b) repealed by 1986, c..6, sub- 
sec. 107(1), applicable to 1986 et seg. Para. 204.4(1)(b) formerly 


read: 


(b) registered home ownership savings plan, 


Cl. 204.4(2)(a)(@)(B) and subpara. 204.4(2)(a)(vii) substituted by 
1986, c. 6, subsecs. 107(2), (3), to delete a reference, in each, ‘to 
paragraph 205(d), applicable to 1986 et'seq. 


Cl. 204.4(2)(a)(vii)(A) substituted by 1986, c. 6, subsec. 107(4), to 
delete “‘or beneficiary” from after “the annuitant” in two places, and 
to delete “a registered home ownership saving plan” from after “a 
registered retirement savings plan’, applicable to 1986 ef seq. 


That portion of cl. 204.4(2)(a)(viii)(B) preceding subcl. (I) substi- 
tuted by 1985, c. 45, s. 108. That portion formerly read: 


(B) a bond, debenture, note or similar obligation issued by a 
cooperative corporation or a credit union (within the mean- 
ings assigned by sections 136 and 137) that has granted. any 
benefit or privilege to any annuitant or beneficiary under a 
plan or fund referred to in subsection (1) that is ari 
upon or related to 


Regulations: 4900, 4901 (prescribed investments). 


Forms: T3RI: Registered investment and income tax return; 
T2217: Application for registration as a registered investment. 


(3) Revocation of registration — The Minister 
shall notify a registered investment that it is no 
longer registered 


(a) on being satisfied that, at a date subsequent to 
its registration date, it no longer satisfies one or 
more of the conditions necessary for it to be ac- 
ceptable for registration under this Part, other 
than a condition the failure of which to satisfy 
would make it liable for tax under section 204.6; 
or 


(b) within 30 days after receipt of a request in 
prescribed form from the registered investment 
for termination of its registration. 


(4) Suspension of revocation — Notwithstand- 
ing a notification to’a taxpayer under subsection (3), 
for the purposes of sections 204.6 and 204.7 and Part 
XI, the taxpayer shall be deemed to be a registered 
investment for each month or part thereof after the 
notification during which an interest in, or a share of 
the capital stock of, the taxpayer continues, by virtue 
of having been a registered investment, to be a quali- 
fied investment for a plan or fund referred to in sub- 
section (1). 


Pre-RSC History: Subsec. 204.4(4) substituted by 1980-81-82-83, 
c. 140, s. 115, applicable to, 1981 et seq. 


(5) Cancellation of revocation — Where a regis- 
tered investment has been notified pursuant to para- 
graph (3)(a) and within 3 months from the date of 
notification it satisfies the Minister that it is accept- 
able for registration under this Part, the Minister may 
declare the notification to be a nullity. 
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(6) Successor trust — Where at any time in a 
year a particular trust described in paragraph (2)(a) 
or (b) has substantially the same beneficiaries and 
can reasonably be regarded as being a continuation 
of another trust that was a registered investment in 
the year or the immediately preceding year, for the 
purposes of this Part, the particular trust shall be 
deemed to be the same trust as the other trust. 


(7) Deemed registration of registered invest- 
ment — Where at the end of any month a registered 
investment could qualify for acceptance at that time 
under subsection.(2), it shall be deemed for the pur- 
poses of section 204.6 to have been registered under 
the first of the following paragraphs under which it 
is registrable regardless of the. paragraph under 
which it was accepted for registration by the Minis- 
(er: | 


(a) paragraph (2)(c) or (e), as the case may be; 


(b) paragraph (2)(a); 
(c) paragraph (2)(d) or (f), as the case may be; 
and . 


(d) paragraph (2)(b). 

Definitions [s. 204.4]: “amount” — 248(1); “arm’s length” — 
251(1); “Canada” — 255; “class of shares” — 248(6): “corpora- 
tion” — 248(1), Interpretation Act 35(1); “credit union” — 137(6), 
248(1); “deferred profit sharing plan” — 147(1), 248(1); “fiscal pe- 
riod” — 249(2)(b), 249.1; “investment corporation” — 130(3), 
248(1); “Minister” — 248(1); “mutual fund corporation” — 131(8), 
248(1);. “mutual fund trust’ — 132(6), 248(1): “prescribed”, “prop- 
erty” — 248(1); “province” — Interpretation Act 35(1): “public 
corporation” — 89(1), 248(1); “registered investment” — 204.4(1), 
248(1); “registered retirement income fund’ — 146.3(1), 248(1); 
“registered retirement savings. plan” — 146(1), 248(1);. “share”, 
“taxpayer” — 248(1); “trust” — 104(1), 248(1), (3). 


204.5 Publication of list in Canada Gazette — 
Each year the Minister shall cause to be published in 
the Canada Gazette a list of all registered invest- 
ments as of December 31 of the preceding year. 


Definitions: “Minister” — 248(1); “registered investment’? — 
204.4(1), 248(1). 


204.6 (1) Tax payable — Where at the end of any 
month a taxpayer that is a registered investment de- 
scribed in paragraph 204.4(2)(b), (d) or(f) holds 
property that is not a prescribed investment for that 
taxpayer, it shall, in respect of that month, pay a tax 
under this Part equal to 1%_-of the fair market value 
at the time of its acquisition of each such property. 
Related Provisions: 204.4(3) and (4) — Revocation of registra- 
tion; 205 — Application of Part XI; 259 — Proportional holdings in 
trust property. 


Regulations: 4901 (prescribed investment)... .,. 


(2) Idem — Where at the end of any month a tax- 
payer that is a registered investment described in 
paragraph 204.4(2)(a) or (b) holds property that is a 
share, bond, mortgage or other security of a corpora- 
tion or debtor (other than: bonds, mortgages and 
other securities of or guaranteed by Her Majesty in 
right of Canada or a province or Canadian munici- 
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pality), it shall, in respect: of that month, pay a tax 
under this Part equal to 1%-of the amount, if any, by 
which 


(a), the totalof all amounts each of which is the 
fair market value of such a property at the time of 
its. acquisition ) 

exceeds ) | 
(b) 10% of the amount by which 


(1) the total of all amounts each of which is the 
fair market value, at the time of acquisition, of 
one of its properties 


exceeds 


(ii) the total of all amounts each of which is an 
amount owing by the trust at the end of the 
month in. respect of the acquisition of real 
property. . 
Related Provisions: 205 — Application of Part XI; 259 — Pro- 
portional holdings in trust. property. 


Pre-RSC History: Subpara. 204.6(2)(b)(Gi) substituted by 1980- 
81-82-83, c. 140, subsec. 116(1), applicable to 1981-et seq. 


(3) ldem — Where at the: end: of any month a tax- 
payer that is a registered investment described in 
paragraph 204.4(2)(a) holds real property, it shall, in 
respect of that month, pay.a tax under this Part equal 
to 1% of the total of all amounts each of which is the 
amount by which the excess of 


(a) the fair market.value at the time of its acquisi- 
tion of any, one real property of the taxpayer 


over 


(b) the total of all amounts each of which was an 
amount owing by it at the end of the month on 
account of its acquisition of the real property 


was greater than 10% of the amount by which the 
total of all amounts each. of which is the fair market 
value. at the time. of its acquisition of a property held 
by it at the end. of the month exceeds. the total of all 
amounts each of which was an amount owing by it at 
the end, of the month on account of its acquisition of 
real property. > f hates 

Related Provisions: 205 — Application of Part XI. 

Pre-RSC History: All that portion of subsec. 204.6(3) following 
para. (a) substituted by 1980-81-82-83, c. 140, subsec. .116(2); ap- 
plicable to 1981 et seq. 

Definitions [s. 204.6]: “amount” — 248(1): “corporation” — 
248(1), Interpretation Act 35(1); “prescribed”, “property” — 


| 248(1), “registered investment” — 204.4(1), 248(1); “share”, “tax- 


payer” — 248(1); “trust” — 104(1), 248(1), (3). 


204.7 (1) Return and payment of tax — Within 
90 days from the’ end of each taxation ‘year ‘com- 
mencing after 1980, a registered investment ‘shall 


(a) file with the Minister a return for the year 

under this. Part in prescribed form and containing 

prescribed information, without notice or demand 

therefor; pial MEER 

(b) estimate» in the return the amount! of ‘tax, if 
“any; payable by it under this Part for the year; 

and mater} 
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(c) pay to the Receiver General the amount of 


tax, if any, payable by it under this Part for the 


year. 
Related Provisions: 150.1(5) — Electronic filing. 


Forms: T3RI: Registered investment and income tax return. 


(2) Liability of trustee — Where the trustee of a 
registered investment that is liable to pay tax under 
this Part does not remit to the Receiver General the 
amount of the tax within the time specified in sub- 
section (1), the trustee is personally liable to pay on 
behalf of the registered investment the full amount of 
the tax and is entitled to recover from the registered 
investment any amount paid by the trustee as tax 
under this section. 


(3) Provisions applicable to Part — Subsections 
150(2) and (3), sections 152 and 158, subsections 


161(1) and (11), sections 162 to 167 and Division J’ 


of Part I are applicable to this Part with such modifi- 
cations as the circumstances require. 


Pre- RSC History: Subsec. 204.7(3) substituted by 1986, c. 6, s. 
108. Subsec. 204.7(3) formerly read: 


(3) Provisions applicable to this Part — Subsections 
150(2) and (3), sections 152 and 158, subsection 161(1) and 
‘sections 162 to 167, and Division J of Part I are appHeaple 
mutatis mutandis to this Part. 


Definitions [s. 204.7]: “amount”, “Minister”, “prescribed” — 


248(1); “registered investment” — 204.4(1), 248(1); “taxation 
year” — 249. 


Pre-RSC History [Part X.2]: Part X.2 (ss. 204.4-204.7) added by 


1980-81-82-83, c. 48, s. 94, applicable to 1981 ef seq. 


Part X.3 — Labour- 
Sponsored Venture Capital 
Corporations 


204.8 efinitions — In this Part, 


“annuitant” has the meaning assigned by subsection 
146(1); 


“eligible business entity”, at any time, means a par- 
ticular entity that is a Canadian partnership or a taxa- 
ble Canadian corporation, all or substantially all of 
the fair market value of the property of which is, at 
that time, attributable to 


(a) property used in a specified active business 
carried on by the particular entity or by a corpo- 
ration controlled by the particular entity, 


(b) shares of the capital stock or debt obligations 
of one or more entities that, at that time, are eligi- 


ble business entities related to the particular en- 


tity, or 
(c) any combination of properties described in 
paragraph (a) or (b); 
“eligible investment” of a particular corporation 
means 


(a) a share that was issued to the particular corpo- 
ration and that is a share of the capital stock of a 


S. 204.8 eli 


corporation that was an eligible business entity at 
the time the share was issued, 


(b) a particular debt obligation that was issued to 
the particular corporation by an entity that was an 
eligible business entity at the time the particular 
debt obligation was issued where 


(i) the entity is not restricted by the terms of 
the particular debt obligation or by the terms 
of any agreement related to: that obligation 
from incurring other debts, 


~ (ii) the particular debt obligation, if secured, is 
secured solely by a floating charge on the as- 
sets of the entity or by a guarantee referred to 
in paragraph (c), and 


(iii) the particular debt obligation, by its terms 
or any agreement relating to that obligation, is 
subordinate to all other debt obligations of the 
entity, except that, where the entity is a corpo- 
ration, the particular debt poset need not 
be subordinate to 


(A):a debt obligation issued by the entity 
that. is prescribed to be'a small business se- 
curity for the purposes. of paragraph (a) of 
the definition “small business property” in 
subsection 206(1), or 


(B) a debt obligation owing to a share- 
holder. of the entity or to. a person related 
to any such shareholder, 


(c) a guarantee provided by the particular corpo- 
ration in respect of a debt obligation that would, 
if the debt obligation had been issued to the par- 
ticular corporation at the time the guarantee was 
provided, have been at that time an eligible in- 
vestment because of paragraph (b), or 


(d) an option or a right granted by an eligible bus- 
iness entity that is a corporation, in conjunction 
with the issue of a share or debt obligation that is 
an eligible investment, to acquire a share of the 
capital, stock of the eligible business entity that 
would be an eligible investment if that share were 
issued at the time that the option or right was 
granted, 


if the following conditions are satisfied: 


(e) immediately after the time the share or debt 
obligation was issued, the guarantee was pro- 
vided or the option or right. was. granted, as the 
case may be, the total of the costs to the particu- 
lar corporation of all shares, options, rights and 
debt. obligations. of the eligible business entity 
and all corporations related to it and 25% of the 
amount of all guarantees provided by the particu- 
lar corporation in respect of debt obligations of 
the eligible business entity and the related corpo- 
rations does not exceed the lesser of $15,000,000 
and 10% of the shareholders’ equity in the partic- 
ular corporation, determined in accordance with 
generally accepted accounting principles, on a 
cost basis and without taking ito account any 
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unrealized gains or losses on the investments of 
the particular corporation, and 


(f) immediately before the time the share or debt 
obligation was issued, the guarantee was. pro- 
vided or the. option or right was emote ‘as the 
case may be, +» 


(i) the carrying value of the total z assets of the 
eligible business entity and all corporations 
(other than prescribed labour-sponsored ven- 
ture capital corporations) related. to it (deter- 
mined in accordance with generally accepted 
accounting principles on a consolidated or 
combined basis, where applicable) did not ex- 
ceed $50,000,000, and 


(ii) the total of 


(A) the number. of sae of the eligi- 
ble business entity and all corporations re- 
lated to it who normally work at least 20 
hours: per week for the entity and the re- 
lated corporations, and. 


(B) 1/2 of the number of other employees 
of the: entity and the related Cosflorations, 


did not exceed 500; : 
Related Provisions: 204.81(4) — Determination of cost. 


History: The portion of the definition “eligible investment” in s. 
204.8 after para. (d) amended by 1998, c. 19, s. 51; applicable to 
property acquired after February 18, 1997. That portion of the defi- 
nition formerly read: 


if, immediately after the time the share or debt obligation was 
issued, the guarantee was provided or the. option or right was 
granted, as the case may be, 


(e) the total of the costs. to the particular-corporation of 
all shares, options, rights and debt obligations.of the eli- 
gible business entity and all corporations related to it and 
25% of the amount of all guarantees provided by the par- 
ticular corporation in respect of debt. obligations of such 
eligible business entity and any corporation related to it 
does not exceed the lesser of $10,000,000 and 10% of the 
shareholders’ equity in the particular corporation at that 
time, determined in accordance with generally accepted 
accounting principles, on a cost basis and without taking 
into account any unrealized gains or losses on the invest- 
ments of the particular corporation, * 


(f) the carrying value of the total assets of the eligible 
business entity and all corporations related to it (deter- 
mined in accordance with generally accepted accounting 
principles on a consolidated or combined) basis, where 
applicable) does not exceed $50,000,000, and 


(g) the number of employees of the éligible business en- 
tity and all corporations related to it does not exceed 500; 


The heading “Registered Labour-Sponsored Venture Capital Corpo- 
rations” before s. 204.8 amended by 1998, c. 19, s. 50, ‘applicable 
after February 18, 1997. It formerly read: 


Registered Labour-Sponsored Venture Capital 
Corporations 


Para. (a) of “eligible investment” in s. 204.8 amended by 1994, c. 8, 
subsec. 29(1), to delete “‘that is prescribed for the purposes of sub- 
sections 110.6(8) and (9)”, applicable after December 2, 1992. 


Para. (f) of “eligible investment” in s. 204.8 amended by 1994, c. 7, 
Sch. VIII (1993, c. 24), subsec.' 118(1), to substitute “$50,000,000” 
for “$35,000,000”, applicable to 1992 et seg. 


Income Tax Act. 


Regulations: 6701 (prescribed labour-sponsored venture capital 
corporation, for subpara. (f)(4)). 


“eligible labour body” means a trade union, ‘as de- 
fined in the Canada Labour Code; that represents 
employees in more than one province, or.an organi- 
zation that is composed of 2 or more such unions; 


History: “Eligible labour body” added to's. 204.8. by 1994, c. tT? 
Sch. Vill (1993, Cc. 24), subsec. 118(3), applicable to 1992 et seg. 


“labour-sponsored. funds _ tax credit” — 


[Repealed] 
History: The definition “labour- Benet: ‘funds tax credit” in s: 


204,8-repealed-by 1997, °c..25, subsec. 55(1), mapitiinten after 1995; 
It formerly read: 


“labour- Sousotd funds tax credit” has the sigenins sean 
by subsection 127. AI); 


“national central labour body” — [Repealed]. 


History: “National central labour body” in-s. 204.8: repealed | by: 
1994, c..7, Sch. VIIL(1993, c., 24), subsec. 118(2), applicable to 
1992 et seg. That definition formerly read: 


“national central labour body” means an organization that j is 
composed of not fewer than 2 trade unions, as defined’in the 
Canada Labour Code, each of Which represents employees in 
more than one province} 


“original acquisition” of a share has the meaning 
assigned by subsection 127.4(1); 


History: The definition:“original acquisition’ added to's. 204:8 by 
1997,.c; 25, subsec. 55(4), applicable after 1995. 


“original purchaser” — [Repealed]. 


History: The definition “original purchaser” ins. 204.8 repealed. by 
1997, c. 25, subsec. 55(2), applicable to corporations that are incor- 
porated after March 5, 1996. It formerly read: 


“original purchaser”, in relation toa share, means ye individ- 
ual to whom the share was issued; “0% 


“registered labour-sponsored: venbare capital cor- 
poration” — [Repealed] 
Related Provisions: 248(1)*registered labour-sponsored venture 
capital corporation” — Definition to apply to entire Act; Reg. 
6701(c) — Registered labour-sponsored venture capital corporation 
deemed to be prescribed labour-sponsored venture capital 
corporation. 


History: The definition “registered labour- sponsored venture capi- 
tal corporation” in s. 204.8 repealed by 1997, €°25, subsec. 55(1), 
applicable after 1995. It formerly read: 


“registered labour-sponsored venture capital corporation” 
means a corporation registered under subsection 204.81(1); : 


“reserve” means property described in any of 
paragraphs (a), (b), (c), (f) and (g) of Le definition 
“qualified investment” in section 204; 


“revoked corporation” means a corporation the re- 
gistration of which has been revoked under subsec- 
tion 204.81(6); 


Related Provisions: 211.7“revoked corporation” — Definition 
for Part XII.5.’ 


“specified active business’’, at any time, means an 
active business that is carried on in Canada where 


(a) at least 50% of the full-time employees em- 
ployed at that time in respect of the-business are 
employed in Canada, and 9) 
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(b) at least 50% of the salaries and wages paid to 
employees employed at that time in respect of the 
business are reasonably. attributable to services 
rendered in Canada by the employees; 


History: The definition “specified active business” in s. 204.8 
amended by 1998, c. 19, s. 209, applicable after 1988. It formerly 
read; 


“specified active business”, at any time, means an active busi- 
ness that is carried on in Canada where, at that time, 


(a) at least 50% of the full-time employees employed in 
respect of the business are employed in Canada, and 


(b) at least 50% of the salaries and wages paid to employ- 
ees employed in respect of the business are reasonably 
attributable to services rendered in Canada by the 
employees. 


“specified individual’, in respect of a share, means ~ 


an individual (other than a trust) whose labour-spon- 
sored funds tax credit (as defined by subsection 
127.4(6)) in respect of the original acquisition of the 
share is not nil or would not be nil if this Act were 
read without reference to paragraphs 127.4(6)(b) and 


(d). 


History: The definition “specified individual” in s. 204.8 amended 


by 1997, c. 25, subsec. 55(3), applicable after 1995. It formerly 
read: 


“specified individual”, in respect of a share, means an indi- 
vidual (other than a trust) whose labour-sponsored funds tax 
credit for a taxation year would take into account the amount 
of consideration paid to acquire, or to subscribe for, the share 
if the information return described in paragraph 204.81(6)(c) 
in respect of the share were filed as required under paragraph 
127.4(3)(b). 


The definition “specified individual” added to's. 204.8 by 1994, c. 
8, subsec. 29(2), applicable after December 2, 1992. 


History: The heading before s. 204.8 amended by 1998, c. 19, s. 
50, applicable after February 18, 1997. The heading before s. 204.8 
formerly read: 


Registered Labour-Sponsored Venture Capital 
Corporations 


Definitions [s. 204.8]: See Definitions at end of 204.87. 


204.81 (1) Conditions for registration — The 
Minister may register a corporation for the purposes 
of this Part if, in the opinion of the Minister, it com- 
plies. with the following conditions: 


(a) the corporation has applied in prescribed form 
to the Minister for registration; 


(b) the corporation was caused to be incorporated 
under the Canada Business Corporations Act by 
an eligible labour body; and 


(c) the articles of the corporation provide that 


(i) the business of the corporation is restricted 
to assisting the development of eligible busi- 
ness entities and to creating, maintaining and 
protecting jobs by providing financial and 
managerial advice to such entities and by in- 
vesting funds of the corporation in eligible in- 
vestments and reserves, 
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(ii) the authorized capital of the corporation 
shall consist only of 


(A) Class A shares that are issuable only to 
individuals (other than trusts) and trusts 
governed by registered retirement savings 
plans, that entitle. their holders 


(I) to receive notice of and, subject to 
the Canada Business Corporations Act, 
to attend and vote at all meetings of the 
shareholders of the corporation, 


(II) to receive dividends at the discre- 
tion of the board of directors of the cor- 
poration, and 


(III) to receive, on dissolution of the 
corporation, all the assets of the corpo- 
ration that remain after payment of all 
amounts payable to the holders of all 
other classes, of shares of the 
corporation, 


(B) Class B shares that are issuable only to 
and may be held only by eligible labour 
bodies, that entitle each of those 
shareholders 


(I) to receive notice of and, subject to 

the Canada Business Corporations Act, 
. to attend and vote at all meetings of the 

shareholders of the corporation, and 


_ UD to receive, on dissolution of the 
corporation, an amount equal to the 
amount of the consideration received 
by the corporation on the issue of the 
Class B shares, 


but that do not entitle them to receive divi- 
dends, and 


(C) any additional classes’ of shares that 
are authorized, if the rights, privileges, re- 
strictions and conditions attached to the 
shares are approved by the Minister of 
Finance, 


(iii) the business and affairs of the corporation 
shall be managed by a board of directors, at 
least '/2 of whom are appointed by the Class B 
shareholders, 


(iv) the corporation shall not reduce its paid- 
up capital in respect of a.class of shares (other 
than Class B shares) otherwise than by way of 
a redemption of shares of the corporation or in 
such other manner as is prescribed, 


(v) the corporation shall not redeem a Class A 
share in respect of which an information re- 
turn described in paragraph (6)(c) has been is- 
sued unless 


(A) where the share is held by the speci- 
fied individual in respect of the share, a 
spouse or former spouse of that individual 
or a trust governed by a registered retire- 
ment savings plan or registered retirement 
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income fund under which that individual 
or spouse is the annuitant, 


(I) a request in writing to redeem the 
share is made by the holder to the cor- 
poration and the information return re- 
ferred to in paragraph (6)(c) has been 
returned to the corporation, or 


(II) [Repealed] 


(III) the corporation is notified in writ- 
ing that the specified individual in re- 
spect of the share became disabled and 
permanently unfit for work or termi- 
nally ill after the share was issued, 


(B) there is no specified individual in re- 
spect of the share, 


(C) [Repealed]. 


(D) the corporation is notified in writing 
that the share is held by a person on whom 
the share has devolved as a consequence of 
the death of 


(1) a holder of the share, or 


(If) an annuitant under a trust governed 
by a registered retirement savings plan 
or registered retirement income fund 
that was a holder of the share, 


(E) the redemption occurs more than 8 
years after the day on which the share was 
issued, or 


(F) the holder of the share has satisfied 
such other conditions as are prescribed, 


(vi) [Repealed] 


(vii) the corporation shall not register a trans- 
fer of a Class A share by the specified individ- 
ual in respect of the share, a spouse of the 
specified individual or a trust governed by a 
registered retirement savings plan or regis- 
tered retirement income fund under which the 
specified individual or spouse is the annuitant, 
unless 


(A) no information return has been issued 
under paragraph (6)(c) in respect of the 
share, 


(B) [Repealed] 


(C) the transfer is to the specified individ- 
ual, a spouse or former spouse of the spec- 
ified individual or a trust governed by a 
registered retirement savings plan or regis- 
tered retirement income fund under which 
the specified individual or the spouse or 
former spouse of the specified individual is 
the annuitant, 


(D) the corporation is notified in writing 
that the transfer occurs as a consequence 
of the death of the specified individual or a 
spouse of the specified individual, 


Income Tax Act 


(E) the corporation is notified in writing 
that the transfer occurs after the specified 
individual dies, 
(F) [Repealed] 
(G) the corporation is notified in writing 
that the specified individual became dis- 
abled and permanently unfit for work or 
terminally ill after the share was issued 
and before the transfer, or 


(H) such other conditions as are prescribed 
are satisfied; 


(viii) the corporation shall not pay. any fee or 
remuneration to a shareholder, director or of- 
ficer of the corporation unless the payment 
was approved by a resolution of the directors 
of the corporation, and 


(ix) the corporation shall not make any invest- 
ment in an eligible business entity with which 
the corporation or any of the directors of the 
corporation does not deal at arm’s length 
unless | 


(A) the corporation would deal at arm’s 
length with the eligible business entity but 
for the corporation’s interest as the holder . 
of eligible investments in such entity, or 


(B) the investment was approved by spe- 
cial resolution of the shareholders of the 
corporation before the. investment was 
made. 


Related Provisions: 131(8) — Prescribed LSVCC deemed to be 
a mutual fund corporation; 131(11) — Rules respecting prescribed 
LSVCCs; 204.81(6)(a), (a.1) — Revocation of registration for fail- 
ure to comply with conditions; 211.7 — Recovery: of credit from 
provincial LSVCCs; 211.8(1) — Clawback of credit on disposition 
of approved share; 211.9(a)(ii) — Refund of clawback: 248(1)*‘teg- 
istered labour-sponsored venture capital corporation” — Definition 
of RLSVCC for entire Act; 248(8) — Occurrences as a conse- 
quence of death; 252(4) — Extended meaning of “spouse”. 


History: Cl. 204.81(1)(c)(ii)(C) amended by 1998, e219; 's:52, ap- 
plicable after 1996. Cl. 204.81(1)(c)(ii)(C) formerly read: 


(C) such additional classes of shares without voting rights 
(except as.may be required by law) as are authorized, where 
the rights, privileges, restrictions and conditions attached to 
the shares are determined by the board of directors of the cor- 
poration and approved by the Minister of Finance, 


Cl. 204.81(1)(c)(ii)(B), subpara. (c)(iii), the opening words of sub- 
para. (c)(v), subcl. (c)(v)(A)(D, cl. (c)(v)(E) amended, subcl. 
(c)(v)(A)CD, cl. (c)(v)(C), subpara. (c)(vi) and cl, (c)(vii)(B) re- 
pealed, by 1997, c. 25, subsecs. 56(1)-(8), applicable to corporations 
that are incorporated after March 5, 1996. Those provisions for- 
merly read: . 


(B) Class B shares that are issuable only to and may be held 
only by the eligible labour body that caused the corporation 
to be incorporated and that entitle the eligible labour body 


(I) to receive notice of and, subject to the Canada Busi- 
ness Corporations Act, to attend and vote at all meetings 
of the shareholders of the corporation, and 


(ID) to receive, on dissolution of the corporation, an 
amount equal to the amount of the consideration received 
by the corporation on the issue of the Class B shares, 


but that do not entitle the eligible labour body to receive divi- 
dends, and ' 
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(iii) the business and affairs of the corporation shall be man- 
aged by a board of directors at least '/. of whom are appointed 
by the eligible. labour body that caused the corporation to be 
PROFORESES: 


(v) subject to the provision described in subparagraph (vi), 
the corporation may redeem a Class A share in respect of 
which an information return described in paragraph (6)(c) has _ 
been. issued only if rate 


(I) a.request in writing to redeem the share is made by the 
holder to the corporation. within 60 days after the day on 

~ which the share was issued to the original purchaser and the 
information return referred to in paragraph (6)(c) has been re- 
turned to the corporation, 


(II) the corporation is notified in writing that the specified in- 
dividual in respect of the share has retired from the workforce 
‘or ceased to. be resident in. Canada, or 


ee eee 


(C) the time of redemption is on or after the day ‘on which the 
specified individual in respect of the share attained, or would, 
but for death, have attained the age of 65 years, 


(E) the redemption occurs more than 5 shiith after the day on 
which the share was issued, or 


(vi) unless a Class A share has been issued and outstanding 
for at least 2 years, the corporation shall not be permitted to 
redeem the share solely because the specified individual in 
respect of the share attains 65 years of age or the corporation 
is notified that the specified individual 


(A) has retired from the workforce, or 


(B) has ceased to be resident in Canada, 


(B) the transfer occurs more than 5 years alter the day on 
which the share was issued, 


Cl. 204.81(1)(c)(vii)(E) amended and cl. (F) repealed, by 1997, c. 
25, subsec. 56(9), applicable to corporations that are incorporated 
after December 5, 1996. Those cls. formerly read: 


' (E) the corporation is notified in writing that the transfer oc- 
curs after the specified individual dies, retires from the 
workforce or ceases to be resident in Canada, 


(F) the specified individual attains 65 years of age, 


The opening words of para. 204.81(1)(c) amended by 1994, c. 8, 
subsec. 30(1), applicable after 1988. They formerly read: 


(c) the articles of ineceporaiion of the corporation provide 
that 


The opening words of cl. 204.81(1)(c)(i)(A), that portion of sub- 
para. 204.81(1)(c)Gi) following subel. (A)(II) repealed, and sub- 
paras. 204.81(c)(v) to (vii) amended, by 1994, c. 8, subsecs. 30(2) 
to (4), applicable after December 2, 1992 except that, where a cor- 
poration was registered under subsec. 204.81(1) before December 3, 


1992, the amendment applies to the corporation on and after the ear- _ 


lier of 
(a) November 30, 1994, and 


(b) the first day after December 2, 1992 on which the articles of 
incorporation of the corporation are amended, 


The substituted and repealed portions formerly read: 


(A) Class A shares that are issuable only to individuals (other 
than trusts), that entitle the holders thereof 
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and that, where an information return described in paragraph 
(6)(c) was issued in respect thereof, are redeemable or trans- 
ferable only in the circumstances described in Jide! 
Ww) or (vin) as the case may be, 


(v) subject to the provision described in subparagraph (vi), 
the corporation may redeem a Class A share in respect of 
which an information return described in paragraph’ (6)(c) 
was issued only if the corporation is requested in writing by 
the holder of the share to redeem it and 


(A) where the share is held by the original purchaser, 


(I) the request is made within 60 days after the day 
on which the share was issued to the original pur- 
chaser, the information return referred to in para- 
graph (6)(c) was returned to the corporation and the 
share is not held as an investment of a registered re- 
tirement savings plan, or 


(Il) the corporation is notified in writing that the 
original purchaser has retired from the workforce, 
has attained ‘65 years of age, has ceased to be a resi- 
dent of Canada or has, after acquiring the share, be- 
come disabled and permanently unfit for work or be-: 
come terminally ill, 


(B) where the holder of the share is not,the original pur- 
chaser, the time of redemption is on or after the day on 
which the original purchaser attained, or would, but for 
death, have attained the age of 65 years, 


(C) the share is held by. an individual who notifies the 
corporation in writing that the share has devolved on the 
individual as a consequence of the death of a shareholder 
of the corporation, 


(D) the share is held as an investment of a registered re- 
tirement savings plan under which the original purchaser 
or the original purchaser’s spouse is the annuitant and the’ 
original purchaser has died or, where’ the original pur- 
chaser is living, the corporation is notified in writing that 
the original purchaser 


(1) has retired from the workforce or has attained 65 
years of age, 


(II) has, after acquiring the share, become disabled 
and permanently unfit for work or become terminally 
ill, or 

(II) has ceased to be a resident of Canada, 


(E) the share is held as an investment of a registered re- 
tirement savings plan under which the original purchaser 
or the original purchaser’s spouse is not an annuitant and 
the time of redemption is on or after the day on which the 
original purchaser attained, or would, but for death, have 
attained the age of 65 years, 


(F) the redemption occurs more than 5 years after the day 
on which the share was issued, or 


(G) the holder of the share has satisfied such other condi- 
tions as are prescribed, 


(vi) the corporation shall not, because of the original pur- 
chaser of a share described in subparagraph (v) 


(i) having retired from the workforce, 
(ii) having attained 65 years of age, or 
(iii) having ceased to be a resident of Canada, 


redeem the share until it has been issued and outstanding for 
at least 2 years, 


(vii) the corporation shall not register a transfer by the origi- 
nal purchaser, or by a registered retirement savings plan 
under which the original purchaser or the original purchaser’s 
spouse is the annuitant, of a Class A share in respect of which 
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an information return described in paragraph (6)(c) was is- 
sued, except where the transfer occurs more than 5 years after 
the day on which the share was issued, or where the corpora- 
tion is notified in writing that the share is being transferred 


(A) to be held as an investment of a registered retirement 
savings plan under which the original purchaser or the 
original purchaser’s spouse is the annuitant, 


(B) as a consequence of the death of the original 
purchaser, 


(C) at a time when the original purchaser 


(I) has retired from the workforce or has attained 65 
years of age, 


(II) has, after acquiring the share, become disabled 
and permanently unfit for work or become terminally 
ill, or 


(III) has ceased to be a resident of Canada, or 


(D) in accordance with such other conditions as are 
prescribed, 


“Eligible labour body” substituted for “national central labour 
body” in para. (b), cl. (c)(ii)(B) and subpara. (c)(iii) of subsec. 
204.81(1) by 1994, c. 7, Sch. VIII (1993, c. 24), s. 119, applicable 
to 1992 et seq. 

Regulations: 6706 (prescribed conditions for 204.81(1)(c)(v)(G)). 


Forms: T5005: Application for registration — registered. labour- 
sponsored venture capital corporation. 


(2) Registration number — On registering a cor- 
poration under subsection (1), the Minister shall as- 
sign to it a registration number. 


(3) Successive registrations — Where an eligi- 
ble labour body causes more than one corporation to 
be registered under this Part, for the purposes of par- 
agraph (6)(h) and section 204.82, each of those cor- 
porations shall be deemed 


(a) to have issued a Class A share at the earliest 
time any such corporation issued a Class A share, 


and, where the corporation did not exist at the time 
referred to in paragraph (a), 


(b) to have been in existence during the particular 
period beginning immediately before that time 
and ending immediately after the corporation was 
incorporated, and 


(c) to have had, throughout the particular period, 
fiscal periods ending on the same calendar day in 
each year in the particular period as the calendar 
day on which its first fiscal period after it was in- 
corporated ended. 

History: “Eligible labour body” substituted for “national central la- 


bour body” in subsec. 204.81(3) by 1994, c.. 7, Sch. VII (1993, c. 
24), s. 119, applicable to 1992 et seq. 


(4) Determination of cost — For the purposes of 
this Part, the cost at any time to a corporation of an 
eligible investment that is a guarantee shall be 
deemed to be 25% of the amount of the debt obliga- 
tion subject to the guarantee at that time. 


(5) Registration date — Where the Minister reg- 
isters a corporation for the purposes of this Part, the 
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corporation shall be deemed to have become so reg- 
istered on the later of 


(a) the day the application for registration of the 
plan is received by the Minister, and 


(b) where in the application for registration a day 
is specified as the day on which the registration is 
to take effect, that day. 


(6) Revocation of registration — The Minister 
may revoke the registration of a corporation for the 
purposes of this Part where 


(a) the articles of the corporation do not comply 
with paragraph (1)(c) and would not comply with 
that paragraph if the corporation had been incor- 
porated after December 5, 1996; 


(a.1) the corporation does not comply with any of 
the provisions of its articles described in para- 
graph (1)(c), except where there would be no fail- 
ure to comply if the provisions of its articles were 
consistent with the articles of a corporation that 
would be permitted to be registered under this 
Part if it had been incorporated after December ai 
1996; 


(b) an individual acquires or irrevocably sub- 
scribes and pays for a Class A share of the capital 
stock of the corporation in the period beginning 
on the 61st day of a calendar year and ending on 
the 60th day of the following calendar year and 
the corporation fails to file with the Minister an 
information return in prescribed form containing 
prescribed information before April of that fol- 
lowing calendar year; 


(c) an individual acquires or irrevocably sub- 
scribes and pays for a Class A share of the capital 
stock of the corporation in the period beginning 
on the 61st day of a calendar year and ending on 
the 60th day of the following calendar year and 
the corporation fails to issue to the individual 
before April of that following calendar year an 
information return in prescribed form stating the 
amount of the consideration paid for the share in 
that period; 

(d) the corporation issues more than one informa- 
tion return described in paragraph (c) in respect 
of the same acquisition of or subscription for a 
Class A share; 


(e) the financial statements of the corporation 
presented to its shareholders are not prepared in 
accordance with generally accepted accounting 
principles; 

(f) the corporation fails within 6 months after the 
end of any taxation year to have an independent 
valuation of its shares made as of the end of that 
year; 

(g) at any time in any of the first 5 taxation years 
of the corporation beginning with the taxation 
year in which the corporation first issues a Class 
A share, the corporation does not have eligible 
investments or reserves the cost to the corpora- 
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tion of which equals or is greater than 80% of the 
amount by which the total consideration received 
by it for Class A shares issued by it before that 
time exceeds the total of all amounts paid by it 
before that time to its shareholders as a return of 
capital on such shares; 


(h) the corporation does not pay the tax or pen- 
alty payable under section 204.82 by it on or 
before the day on or before which that tax or pen- 
alty is required to be paid; 

(i) tax was payable under subsection 204.82(3) by 
the corporation for 3 or more taxation years; 


(j) the corporation provides a guarantee that is an 
eligible investment and fails to maintain, at any 
time during the term of the guarantee, a reserve 
equal to the cost to the corporation of the guaran- 
tee at that time; 


(k) the corporation pays a fee or commission in 
excess of a reasonable amount in respect of the 
offering for sale, or the sale, of its shares; or 


(1) the corporation has a monthly deficiency in 18 

or more months in any 36-month period. 
Related Provisions: 127.4(6)(b)— No labour-sponsored funds 
tax credit unless return under 204.81(6)(c) filed with tax return; 
204.81(4) — Determination of cost; 204.81(7), (8) — Notice of in- 
tent to revoke registration; 208“revoked corporation”, 211.7°re- 
voked corporation” — Corporations whose registration has been 
revoked. . ; 


History: Paras. 204.81(6)(a) and (a.1) amended by 1997, c. 25, 
subsec. 56(10), applicable after March 5, 1996. Paras. (a) and (a.1) 
formerly read: 


(a) the articles of the corporation do not comply with para- 
graph (1)(c); 

(a.1) the corporation does not‘comply with any of the provi- 
sions of its articles of incorporation described in paragraph 


(1)(c); 
Paras. 204.81(6)(a), (a.1) substituted for para. (a) by, 1994, c. 8, sub- 
sec. 30(5), applicable after 1988. Para. (a) formerly read: 


(a) the corporation fails to comply with any of the provisions 
of its articles of incorporation described in paragraph (1)(c); 


Forms: T2152: Part X.3 tax return for an LSVCC; T5006 Summ: 
Return of Class A shares; T5006 Supp: Statement of registered la- 
bour-sponsored venture capital corporation Class A shares. 


(7) Notice of intent to revoke registration — 
Where the Minister proposes to revoke the registra- 
tion of a corporation under subsection (6), the Minis- 
ter shall, by registered mail, give notice to the corpo- 
ration of the proposal. 

Related Provisions: 244(5)— Proof of service by mail; 
248(7)(a) — Mail deemed received on day mailed; 204.81(9) — 
Appeal of decision to revoke registration. 


(8) Idem — Where the Minister gives notice under 
subsection (7) toa registered labour-sponsored ven- 
ture capital corporation, the Minister may, after the 
expiration of 30 days after the day of mailing of the 
notice, or after the expiration of such extended pe- 
riod after the day of mailing as the Federal Court of 
Appeal or a judge thereof, on application made at 
any time before the determination of any appeal 
under subsection (9) from the giving of the notice, 
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may fix or allow, publish a copy of the notice in the 
Canada Gazette and, on the publication of a copy of 
the notice, the registration of the corporation is 
revoked. | 


(9) Right of appeal — Where the Minister refuses 
to accept a corporation for registration under subsec- 
tion (1) or gives notice of a proposal to revoke the 
registration of a corporation under subsection (7), the 
corporation may appeal to the Federal Court of Ap- 
peal from the decision or from the giving of the 
notice. 


Definitions: See Definitions at end of 204.87. 


204.82 (1) Recovery of credit — Where, at any 
time in a taxation year referred to in paragraph 
204.81(6)(g) of a corporation that was registered 
under this Part, 


(a) 80% of the amount, if any, by which the total 
consideration received by it for Class A shares is- 
sued by it before that time exceeds the total of all 
amounts paid by it before that time to its share- 
holders as a return of capital on such shares 


exceeds 


(b) the total of all amounts each of which is the 
cost to the corporation of an eligible investment 
or reserve of the corporation at that time, 


the corporation shall pay a tax under this Part for the 
year equal to the amount determined by the formula 


(A x 20%) -— B 
where 


A. is the greatest amount by which the amount deter- 
mined under paragraph (a) exceeds the amount 
determined under paragraph (b) for the year, and 


B. is the total of all taxes payable under this subsec- 
tion by the corporation for preceding taxation 
years. 


Related Provisions: 204.81(4) — Determination of cost; 257 — 
Formula cannot calculate to less than zero. 


(2) Liability for tax — Each corporation that has 
been registered under this Part shall, in respect of 
each month that ends in a particular taxation year of 
the corporation that begins after the end of the cor- 
poration’s last. taxation year referred to in paragraph 
204.81(6)(g), pay a tax under this Part equal to the 
amount obtained when the greatest. investment 
shortfall at any time that is in the month and in the 
particular year (in this section and sections 204.81 
and 204.83 referred to as the “monthly deficiency”’) 
is multiplied by 1/60 of the prescribed rate of interest 
during the month. 


Related Provisions: 204.82(2.1), (2.2) — Investment shortfall. 


History: Subsec. 204.82(2) amended by 1998, c. 19, subsec. 53(3), 
applicable to taxation years that end after February 1997. Subsec. 
204.82(2) formerly read: 


(2) Where, at any time in a month in a particular taxation year 
of a corporation that was registered under this Part that began 
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after the end of the corporation’s last taxation year referred to 
in paragraph 204.81(6)(g), 60% of the’ least. of 


(a) the amount of the shareholders’ equity in the corpora- 
tion determined at the end of the taxation year immedi- 
ately preceding the particular taxation year, without tak- 

_ ing into account any unrealized gains or losses in respect 
of eligible investments of the corporation, and 


(a:1) the amount of the shareholders’ equity in the corpo- 
ration determined at the end of the second taxation year 
before the particular taxation year, without taking into ac- 
count any unrealized gains or losses in respect of eligible 
investments of the corporation, and 
(b) the amount of the shareholders’ equity in the corpora- 
tion, determined at the end of the particular taxation year, ’ 
without taking into account any unrealized gains or 
losses. in respect. of..eligible..investments » of the 
corporation, 

exceeds 
(c) the total of all amounts, each of which is the cost to 


the corporation of an eligible investment of the corpora- 
tion at that time, 


the corporation shall, in respect of that month, pay a tax under 
this Part equal to the amount obtained when the greatest such 
excess in the month (in this section and sections 204.81 and 
204.83. referred to as the “monthly deficiency’’) is multiplied 
by a percentage equal to '/60 of the prescribed rate of interest 
in effect for the month. 


The opening words of subsec. 204.82(2) amended by the said c. 19, 
subsec. 53(1), applicable to taxation years that .end after 1994 and 
before March 1997. The opening words formerly read: 


(2) Where, at any time in a month in a particular taxation year 
of a corporation that was registered under this Part beginning 
after the end of the corporation’s last taxation year referred to 
in paragraph 204.81(6)(g), 60% of the lesser of 


Para. 204.82(2)(a.1) added by the said c. 19, subsec. 53(2), applica- 
ble to taxation years that end after 1994 and before March 1997. 


Regulations: 4301 (prescribed rate of interest). 


(2.1) Determination of investment shortfall — 
Subject to subsection (2.2), a corporation’s invest- 
ment shortfall at any time in a particular taxation 
year is the amount determined. by the formula 


A-B 
where | 
Ais 60% of the lesser of 


(a) the amount of the shareholders’ equity in 
the corporation at the end of the preceding 
taxation year, and 


(b) the amount of the shareholders’ equity in 

the corporation at the end of the particular 

year, and 

B. is the greater of | 

(a) the total of all amounts, each of which is 

the adjusted cost to the corporation of an eligi- 

ble investment of the corporation at that time, 

and 

(b). 50% of the total of all amounts each o 

which is , 
(i) the adjusted cost to the corporation of 


an eligible investment of the corporation at 
the beginning of the particular year, or 
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(ii) the adjusted cost to the corporation ‘of 

an eligible investment of the’corporation at 

the end of the particular year. 
Related Provisions: 257 — Formula cannot calculaté to less than 
Zero. ra Fela 
History: Subsec. 204.82(2.1) added by 1998, c. 19, subsec. 53(3), 
applicable to taxation years that end) after February 1997 except 


that, for taxation years that end before 1999, the amount determined 
under paragraph (b) of the description of B is deemed to be nil. 


(2.2) Investment shortfall — For the purpose of 
computing a corporation’s investment shortfall under 
subsection (2.1) at any time in a taxation year (in this 
subsection referred to as ‘the “relevant year”), 


(a) unrealized gains and losses in respect of its 
eligible investments shall not be taken into’ ac- 
count in computing the amount of the sharehold- 
ers’ equity in the corporation; . 


(b) where } 
(i) the relevant year ends after 1998, and 


(ii) dt. is. expected. that a redemption. of its 
Class A shares will occur afterthe-end of a 
particular taxation year and, as a consequence, 
the amount of the shareholders’ equity in the 
corporation at the end of the particular year 
would otherwise be reduced to take into ac-' 
count the expected redemption, 


subject to, paragraph (c), the amount (or, where 
the relevant year ends in 1999, 2000, 2001. or 
2002, 20%, 40%, 60% or 80%, respectively: of | 
the amount) expected. to,be redeemed shall not be 
taken into account in determining the amount of 
the shareholders’ equity in the corporation at the 
end of the particular year; 


(c) paragraph (b) does not apply to a redemption 
expected to be made after the end of a taxation 
year where . 


(1) the redemption is made within 60 days af- 
ter the end of the year, and 


(i1) either | 
(A) tax under Part XII.5 became payable 
as a consequence of the redemption, or 


(B) tax under Part XII.5 would not have. 
become payable as a consequence of. the 
redemption if the redemption had occurred 
at the end of the year; and 


(d) the adjusted cost to the corporation of an eli- 
gible investment of the corporation at any time ‘is 


(i) where the eligible investment is a property ' 
acquired by the corporation after February 18): 
1997 that would be an eligible investment of 
‘the corporation’ if the» reference* to: 
“$50,000,000” in paragraph (f) ‘of the defini 
tion “eligible investment” in section 204:8 
were read as “$10,000,000”, 150% of the cost 
to the corporation of the eligible investment of 
the corporation at that time, and 20°" 
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(ii) in any other case, the cost to the corpora- 
tion of the eligible investment Of the aie aan 
tion at that time. 


History: Subsec. 204.82(2.2) added by 1998, c. 19, subsec..53(3), 
applicable to taxation years that end after February 1997. 


(3) Recovery of credit — Where a corporation is 


liable under subsection (2) to pay a tax in respect of | 


12 consecutive months (in this subsection referred to 
as the “particular period”), the corporation shall pay 
a tax under this Part for a taxation year in respect of 
each particular period that ends in the year equal to 
the total of the amounts determined by the formula 


(G 


A is the total of the monthly deficiencies for each 
month in the particular period; 


x 20% ) RSG rear gs 


where 


B is the total of all taxes payable by the corporation 
under subsection (1) for preceding taxation years 
and taxes payable by it under this subsection in 


respect of a period ending before the end of the 


particular period; and 


C. is the total of all amounts refunded under section 
204.83 in respect of the tax paid under this sub- 
section by the corporation for preceding taxation 
years. 


Related Provisions: 204. g2(4) — Penalty; 204. 30) — Refund 
of amount paid; 257 — Formula cannot calculate to less than zero. 


(4) Penalty — Where a corporation is liable under 
subsection (3) to pay a tax for a taxation year, the 
corporation shall pay, in addition to the tax payable 
under that subsection, a penalty for the year equal to 
that tax. 


Related Provisions: 


credit from shareholder where share redeemed or disposed of. 


(5) Provincially registered LSVCCs — Where 


(a) an amount (other than interest on an amount 
to which this subsection applies or an amount 
payable under or as a consequence of a pre- 
scribed provision of a law of a province) is paya- 
ble to the government of a province by a 
corporation, 


(b) the amount is payable as a consequence of a 
failure to acquire sufficient properties of a char- 
acter described in the law of the province, 


(c) the corporation has been prescribed for the 


purpose of the definition “approved share” in. 


subsection 127.4(1), and 


(d) the corporation is not a registered labour- 
sponsored venture capital corporation or a re- 
voked corporation, 


the corporation shall pay a tax under this Part for the 
taxation year in which the amount became payable 
equal to that amount. 


18(1)(t) — Penalty is non-deductible; 
204.83(1) — Refund of 80% of penalty; 211.7 — Recovery of © 


S. 204.84(a) 


Related Provisions: 204. 83(2). — Refund: 204.86(2) — Return 
and payment of tax. 


History: Subsec. 204.82(5) added by 1998, c. 19, subsec. 53(4), 
applicable to liabilities arising after February 18,.1997. 
Regulations: The Technical Notes to the 1997 Budget bill (Bill C- 
28) indicate that s. 25.1 of the Ontario Labour-Sponsored Venture 
Capital Corporations Act will be prescribed for purposes of 
204.82(5)(a). No other provisions are contemplated ‘at present. 


Definitions [204.82]: See Definitions at end of s. 204.87. 


204.83 (1) Refunds for federally registered 


LSVCCs — If a corporation is required, under sub- 


sections 204.82(3) and (4), to pay a tax and a penalty 


under this Part for a taxation year and, throughout 
any period of 12 consecutive months (in this section 
referred to as the “second period”) that begins after 
the 12-month period in respect of which the tax be- 
came payable (in this section referred to as the “first 
period’’), the corporation has no monthly deficiency 
and files with the Minister the return required under 
this Part for the taxation year in which the second 
period ends, the Minister shall refund to the corpora- 
tion an amount equal to the total of the amount that 
was paid under subsection 204.82(3) and 80% of the 
amount that was paid under subsection 204.82(4) in 
respect of the first period. 


(2) Refunds for other LSVCCs — Where 


(a) the government of a province refunds, at any 
time; an amount to a corporation, 


(b) the refund is of an amount that had been paid 
in satisfaction of a particular amount payable in a 
taxation year of the corporation, and 


(c) tax was payable under subsection 204.82(5) 
by the.corporation for a taxation year because the 
particular amount became payable, 


the corporation is deemed to have paid at that time 
an amount equal to the refund on account of its tax 
payable under this Part for the year. 


History: S. 204.83 amended by 1998, c. 19, s. 54, applicable after 
February 18, 1997. S. 204.83 formerly read: 


204.83 Refund of tax and penalty — Where a corporation 
is required, under subsections 204.82(3) and (4), to pay a tax 
and a penalty under this Part for a taxation year and, through- 
out any period of 12 consecutive months (in this section re- 
ferred to as the “second period”) beginning after the, 12- 
month period in respect of which the tax became payable (in 
this section referred to as the “first period”), the corporation 
has no monthly deficiency and files with the Minister the re- 
turn required under this Part for the taxation year in which the 
second period ends, the Minister shall refund to the corpora- 
tion an amount equal to the total of the amount that was paid 
under subsection 204,82(3) and 80% of the amount that was 
paid under subsection 204:82(4) in respect of the first period. 


Definitions: See Definitions at end of 204.87. 


204.84 Penalty — Every corpor ation that for a tax- 
ation year issues an information return described in 
paragraph 204.81(6)(c) in respect of 


(a) the issuance of a share when the corporation 
was a revoked corporation, or 
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(b) a subscription in respect of a share if the share 
is not issued on or before the day that is 180 days 
after the day the information return was issued, 


is liable to a penalty for the year equal to the amount 
of the consideration for which the share was or was 
to be issued. 


Related Provisions: 18(1)(t)— Penalty is non-deductible. 
Definitions: See Definitions at end of s. 204.87. 


204.85 (1) Dissolution of federally registered 
LSVCCs — If a registered labour-sponsored ven- 
ture capital corporation or a revoked corporation has 
issued any Class A shares, it shall not be amalga- 
mated or merged with another corporation, or be lig- 
uidated or dissolved, except with the written permis- 
sion of the Minister of Finance and on any. terms and 
conditions that are specified by that Minister. 


(2) Dissolution of other LSVCCs — Where 


(a) an amount (other than interest on an amount 
to which this subsection applies or an amount 
payable under or as a consequence of a pre- 
scribed provision of a law of a province) is paya- 
ble to the government of a province by a 
corporation, 


(b) the amount is payable as a consequence of the 
amalgamation or merger of the corporation with 
another corporation, the winding-up or dissolu- 
tion of the corporation or the corporation ceasing 
to be registered under a law of the province, 


(c) the corporation has been prescribed: for the 
purpose of the definition “approved share” in 
subsection 127.4(1), and 


(d) the corporation is not a registered labour- 
sponsored venture capital corporation or a re- 
voked corporation, 


the corporation shall pay a tax under this Part for the 
taxation year in which the amount became payable 
equal to that amount. 


History: S. 204.85 amended by 1998, c. 19, s. 55, subsec. (1) appli- 
cable after July 1997, and subsec. (2) applicable after February 18, 
1997. S. 204.85 formerly read: 


204.85 Prohibition against dissolution — A registered la- 
bour-sponsored venture capital corporation or a revoked ‘cor- 
poration shall not, if it has issued any Class A shares, liqui- 
date or dissolve except with the written permission of the 
Minister of Finance and on such terms and conditions as are 
specified by that Minister. 


Definitions: See Definitions at end of 204.87. 


204.86 (1) Return and payment of tax for 
federally-registered LSVCCs — Every regis- 
tered labour-sponsored venture capital corporation 
and every revoked corporation shall 


(a) on or before its filing-due date for a taxation 
year, file with the Minister a return for the year 
under this Part in prescribed form and containing 
prescribed information, without notice or demand 
therefor; 
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(b) estimate in the return the, amount of tax and 
penalties, if any, payable under this Part by it for 
the year; and 


(c) within 90 days after the end of the year, pay to 
the Receiver General the amount of tax and pen- 
alties, if any, payable under this Part by it for the 
year. 


(2) Return and payment of tax for other 
LSVCCs — Where tax is payable under this Part 
for a taxation year by a corporation becatise of sub- 
section 204.82(5) or 204.85(2), the corporation shall 


(a) on or before its filing-due date for the year, 
file with the Minister a return for the year under 
this Part in prescribed form and containing pre- 
scribed information, without notice or demand 
therefor; 


(b) estimate in the return the amount of tax paya- 
ble under this Part by it for the year; and 


(c) within 90 days after the end of the year, pay to 
the. Receiver General the amount of tax payable 
under this Part by it for the year. 


Related Provisions: 150.1(5) — Electronic filing. 


History: S. 204.86 amended by 1998, c. 19, s. 56, applicable to 
taxation years that end after February 18, 1997. S)'204.86 formerly 
read: 


204.86 Return and payment of tax — Every registered la- 
bour-sponsored venture capital corporation and every re- 
yoked corporation shall 


(a) on or before the day on or before which it is required 
by section 150 to file its return of income under Part I for 
a taxation year, file with the Minister a return for the year 
under this Part in prescribed form and containing pre- 
scribed information, without. notice or demand therefor; 


(b) estimate in'the return the amount of tax and penalties, 
if any, payable under this Part by it for the year; and 
(c) within 90 days after the end of each taxation year, pay 


to the Receiver General the amount of tax and penalties, 
if any, payable under this Part by it for the year. 


Definitions: See Definitions at end of s. 204.87. 
Forms: T2152: Part X.3 tax return for an LSVCC. 


204.87 Provisions applicable to Part — Subsec- 
tion 150(3), sections 152 and 158, subsections 
161(1) and (11), sections 162 to 164 and 165 to 167, 
Division J of Part I and section 227.1 apply to this 
Part, with such modifications as the circumstances 
require. | 

History [Part X.3]: Part X.3 (ss. 204.8 to 204:87) added by 1994, 
c. 7, Sch. II (1991, c. 49), s. 164, applicable after 1988, except that 


subpara. 204.81(1)(c)(vi). does not. apply to shares purchased before 
1991. 


Definitions [Part X.3]: “active business” — 248(1); “adjusted 
cost” — 204.82(2.2)(d); “amount” — 248(1); “annuitant” — 
146(1), 204.8; “arm’s length” — 251(1); “calendar year” — Inter- 
pretation Act 37(1)(a); “Canada” — 255; “Canadian partnership” — 
102, 248(1); “carried on in Canada” — 253; “class of shares” — 
248(6); “corporation” — 248(1), Interpretation Act 35CBs “cost? —— 
204.81(4); “dividend” — 248(1); “eligible business entity”, “eligi- 
ble investment” — 204.8; “employee”, “filing-due date” — 248(1); 
“fiscal period” — 249.1; “individual” —248(1); “investment. cor- 
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poration” —130(3)(a),248(1); “investment:shortfall”,— 204,82(2); 
“labour-sponsored. funds tax credit” — 127.4(1), 204.8; “Minis- 
ter” — 248(1); “monthly deficiency. — 204.82(2); “mutual fund 
corporation” — 131(8), 248(1); “national central labour body” — 
204.8; “officer” —248(1)“office”; “original acquisition” — 
127.401)\5 
89(1)248(1); “prescribed”, “property” — 248(1); “province” — Jn- 
terpretation Act 35(1);,“registered investment” — 204.4(1), 248(1); 
“registered labour-sponsored venture capital corporation” — 204.8; 
“registered retirement savings plan” — 146(1), 248(1); “ related” — 
251(2); “relevant year” — 204.82(2.2); “reserve” — 204.8; “Tesi- 
dent in Canada” — 250; “revoked corporation” — 204.8; “share”, 
“shareholder” — 248(1); ‘shareholders’ equity” — 204.82(2.2)(b), 


(c); “specified active business”, “specified individual” — 204.8; 
“spouse” — 252(4)(a); “taxable Canadian corporation” — 89(1),. 
248(1); “taxation year” — 249; “writing” — Interpretation Act 
35(1). } AiBie wilare ae 


Part X4— Tax in respect’ of 
Overpayments to Registered 
Education Savings Plans ~ 


204.9 w Definitions — The definitions ‘in ehiis 
subsection apply in this Part.., 


“excess amount” for a year at any time in respect of 
an individual means the amount, if any, by which the 
total of all contributions made after February 20, 
1990 in the year and before that time into all regis- 
tered education savings plans by or on behalf of all 
subscribers. 1n tespeet of the individual exceeds the 
lesser of | 


(a) the RESP annual limit qe the year, and 

(b) the amount, if any, by which the RESP life- 
_time limit for the year exceeds the total of all 
contributions made into registered education sav- 


ings plans by. or on behalf of all subscribers in 
FESDSGt of the individual in all preceding year 


Related Provisions: 146.1(2)(k) —Limit on annual RESP con- 
tributions; 204.9(2)(a) — Where agreement entered into before Feb- 
ruary 21, 1990. 


S::204.9(1) sub 


History; Subsec. 204.9(1)“excess amount” amended by 1998, c. 
19, subsec. 57(1), applicable for the purpose of determining tax 
under Part X.4 of the Act for months that are after 1996. Was defini- 
tion formerly read: 

“excess amount”, for a year at any time in respect of a benefi- 

_ ciary, means the amount, if any, by which the total of all-pay- 
ments made after February 20, 1990 in the. year and before 
that time into all registered education savings plans by or on 
behalf of all subscribers in respect of the beneficiary’ execeds 
the lesser of 


(a) $2, 000, and 


(b) the amount, if any, ie which $42, 000 exceeds the to- 
tal of all payments made into registered education say- 
ings plans by or on behalf of all subscribers in respect of 
the beneficiary in all preceding years; 


Paras. (a) and (b) of the definition “excess amount” in subsec. 
204.9(1) amended by 1997, c. 25, s. 57, applicable to months that 
end after 1995, except that, for payments made after 1989 and 
before 1996, 


(a) the reference to “$2,000” in para: (a) of the definition shall 
be read as “$1,500” and 


(b) the reference to “$42,000” in para. (b) of the definition shall 
be read as “$31,500”. 

Paras. (a) and (b) formerly read: 
(a) $1,500, and 
(b) the amount, if any, by. which $31,500 exceeds the total of 
all payments made into registered education savings plans by 


or on behalf of all subscribers in respect of the beneficiary in 
all Upaae ul years; 


“RESP lifetime limit” foi a year means, 
(a) for 1990 to 1995, $31,500; and 


(b) for 1996 and subsequent years, $42,000. 


History: Subsec: 204. 9(1)“RESP lifetime limit” added by 1998,’c. 
19, subsec. 57(1), applicable for the purpose of determining tax 
under Part X.4 of the Act for months that are after 1996. 


“subscriber’s gross cumulative excess” at any time 
in respect of an individual means the total of all 
amounts each of which. is the subscriber’s share of 
the excess amount for a relevant year at that time in 
respect of the individual and, for the purpose of this 
definition, a relevant year at any time is a year that 
began before that time. 

History: Subsec. 204.9(1)“subscriber’s gross cumulative excess” 
added by 1998, c. 19, subsec. 57(1), applicable for the purpose of 


determining tax under Part X.4 of the Act for months that-are after 
1996. 


“subscriber’s share of the excess amount” for a 
year at any time in respect of an individual means 
the amount determined by the formula 


(A/B) x 'C 
where 


A is the total of all-contributions made after Febru- 
ary 20, 1990, in the year and before that time into 
all registered education savings plans by or on 
behalf of the subscriber in respect of the 
individual; 

is the total of all contributions made after Febru- 


ary 20, 1990, in the year and before that time into 
all registered education savings plans by or on 
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behalf of all subscribers in respect of the individ- 


ual; and 


C is the excess amount for the year at that: time in 
respect of the individual. 


Related Provisions: 204.9(2)(b) — Where agreement: entered 
into before February 21, 1990. 


History: Subsec. 204.9(1)“subscriber’s share of the excess 
amount” amended by 1998, c. 19, subsec. 57(1), applicable for the 
purpose of determining tax under Part X.4 of the Act for months 
that are after 1996. The definition formerly read: 


“subscriber’s share of thé excess amount”, for a year at any 
time in respect of a beneficiary, means the amount deter- 
mined by the formula 


par pectures 
BS 
where 
A is the total of all:payments made in the year and before 


that time into all registered education savings plans by or 
on behalf of the subscriber in respect of the beneficiary, 


B__ is the total of all payments made in the year and before 
that time into all registered education savings plans by or 
on behalf of all subscribers in respect of the beneficiary, 
and 


C is the excess amount for the year at that time in respect of 
the beneficiary. 


History: The opening words of subsec. 204.9(1) amended by 1998, 
c. 19, subsec. 57(1), applicable for the purpose of determining tax 
under Part X.4 of the Act for months that aré after 1996. ‘The open- 
ing words formerly read: 


In this Part, subject to subsection (2), 


(1.1) Application of subsec. 146.1(1) — The 
definitions in subsection 146.1(1) apply to this Part. 


(2) Agreements before February 21, 1990 — 
Where a subscriber is required, pursuant to an agree- 
ment in writing entered into before February 21; 
1990, to make payments of specified amounts on a 
periodic basis into a registered education savings 
plan in respect of a beneficiary, and the subscriber 
makes at least one payment under the agreement 
before that day, ) 


(a) the excess amount for a year in respect of the 
beneficiary shall be deemed not to exceed the ex- 
cess amount for the year that would be deter- 
mined under subsection (1) if the total of all such 
payments made in the year and, where the agrée- 
ment so provides, amounts paid in the year in sat- 
isfaction of the requirement to make such pay- 
ments under all such agreements by all such 
subscribers in respect of the beneficiary were 
equal to the lesser of the amounts described in 
paragraphs (a) and (b) of the definition “‘excess 
amount” in subsection (1); and 


(b) in determining a subscriber’s share of an ex- 
cess amount for a year, any payment included in 
the total described in paragraph (a) in respect of 


the year shall be excluded in determining the val- 


ues for A and B in the definition “subscriber’s 
share of the excess amount” in subsection (1). 


Income Tax Act 


(3) Refunds from unregistered plans — For 
the purposes of subsection (1) and section 146.1, 
where an individual entered into an education say- 
ings plan before February 21, 1990, pursuant to a 
preliminary prospectus issued by a promoter, and the 
promoter refunds all payments made into the plan 
and all income accrued thereon to the individual, 
each payment made by the individual into a regis- 
tered education savings plan before December 31, 
1990 shall be deemed to be a payment made before 
February 21, 1990, to the extent that the total of all 
such payments does not exceed the amount so re- 
funded to the individual. 


(4) New beneficiary — For the purposes of this 
Part, if at any particular time an individual (in this 
subsection referred to-as the “new beneficiary”) be- 
comes a beneficiary under a registered education 
savings plan in place of another individual (in this 
subsection referred to as the “former beneficiary”) 
who ceased at or before the particular time to be a 
beneficiary under the plan, 


(a) except as provided by paragraph (b), each 
contribution made at an earlier time by or on be- 
half of a subscriber into the plan in respect of the 
former beneficiary is deemed also to have been 
made at that earlier time in respect of the new. 
beneficiary; 


(b) except for the purpose of applying this sub- 
section to a replacement of a beneficiary after the 
particular time, applying subsection (5) to a dis- 
tribution after the particular time and applying 
subsection 204.91(3) to events after the particular 
time, paragraph (a) does not apply as a conse- 
quence of the replacement at the particular time 
of the former beneficiary where the new benefici- 
ary had not attained 21 years of age at the partic- 
ular time and a parent of the new beneficiary was 
a parent of the former beneficiary; and 


(c) except where paragraph (b) applies, each con- 
tribution made by or on behalf of a subscriber 
under the plan in respect of the former benefici- 
ary under the plan is, without affecting the deter- 
mination of the amount withdrawn from the plan 
in respect of the new beneficiary, deemed to have 
been withdrawn at the particular time from the 
plan to the extent that it was not withdrawn 
before the particular time. : 


History: Subsec. 204.9(4) amended by 1998, c. 19, subsec.. 57(2), 
applicable to replacements of beneficiaries and distributions that oc- 
cur after 1996. Subsec. 204.9(4) formerly read: 


(4) For the purposes of this Part, 


(a) where at any time an individual (in this paragraph re- 
ferred to as the “new beneficiary”) becomes a beneficiary 
under a registered education savings plan in place of an- 
other individual (in this paragraph referred to as the “for- 
mer beneficiary”) who ceases at that time to be a benefi- 
ciary under the plan, all payments made before that time 
into the plan in respect of the former beneficiary shall be 
deemed to have been made in respect of the new benefi- 
ciary; and 
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(b) where at any time property is transferred from a trust 
governed by a registered education savings plan (in this 
paragraph referred to as the “transferor plan’’) to a trust 
governed by another registered education savings plan (in 
this paragraph referred to as the “transferee plan’’), unless 
a beneficiary under the transferee plan was, immediately 
before that time, a beneficiary under the transferor plan, 
all payments made before that time in respect of all bene- 
ficiaries under the transferor plan shall be deemed to 
have been made in respect of the beneficiaries under the 
transferee plan. 


(5) Transfers between plans — For the purposes 
of this Part, if property held by a trust governed by a 
registered education savings plan (in this subsection 
referred to as the “transferor plan’) is distributed at a 
particular time to a trust governed by another regis- 
tered education savings plan (in this subsection re- 
ferred to as the “transferee plan’), 


(a) except as provided by paragraphs (b) and (c), 
the amount of the distribution is deemed not to 
have been contributed into the transferee plan; 


(b). subject to paragraph (c), each contribution 
made at any earlier time by or on behalf of a sub- 
scriber into the transferor plan in respect of a 
beneficiary under the transferor plan is deemed 
also to have been made at that earlier time by the 
subscriber in respect of each beneficiary under 
the transferee plan; ~ 


(c) except for the purpose of applying this sub- 
section to a distribution after the particular time, 
applying subsection (4) to a replacement of a 
beneficiary after the particular time and applying 
subsection 204.91(3) to events after the particular 
time, paragraph (b) does not apply as a conse- 
quence of the distribution where 


(i) any beneficiary under the transferee plan 
was, immediately before the particular time, a 
beneficiary under the transferor plan, or 


(ii) a beneficiary under the transferee plan had 
not attained 21 years of age at the particular 
time and a parent of the beneficiary was a par- 
ent of an individual who was,. immediately 
before the particular time, a beneficiary under 
the transferor plan; 


(d) where subparagraph (c)(i) or (11) applies in re- 
spect of the distribution, the amount of the distri- 
bution is deemed not to have been withdrawn 
from the transferor plan; and 


(e) each subscriber under the transferor plan is 
deemed to be a subscriber under the transferee 
plan. 


Related Provisions: 146.1(2)(g.2), (i.2) — Restrictions on trans- 
fers between RESPs; 146.1(6.1)— Effect of transfers between 
RESPs. 


History: Subsec. 204.9(5) added by 1998, c. 19, subsec. 57(2), ap- 
plicable to replacements of beneficiaries and distributions that occur 
after 1996. 


Definitions: See Definitions at end of s. 204.93. 


S. 204.91 


204.91 (1) Tax payable by subscribers — Every 
subscriber under a registered education savings plan 
shall pay a tax under this Part in respect of each 
month equal to 1% of the amount, if any, by which 


(a) the total of all amounts each of which is the 
subscriber’s gross cumulative excess at the end of 
the month in respect of an individual 


exceeds 


(b) the total of all amounts each of which is the 
portion of such an excess that has been with- 
drawn from a registered education savings plan 
before the end of the month... . 


(2) Waiver of tax — If a subscriber under a regis- 
tered education savings plan would, but for this sub- 
section, be required to pay a tax in respect of a 
month under subsection (1) in respect of an individ- 
ual, the Minister may waive or cancel all or part of 
the tax where it is just and equitable to do so having 
regard to all the circumstances, including . 


(a) whether the tax arose as a consequence of rea- 
sonable error; . 


(b) whether, as a consequence of one or more 
transactions or events to which subsection 
204.9(4) or (5) applies, the tax is excessive; and 


(c) the extent to which further contributions could 
be made into registered education savings plans 
in respect of the individual before the end of the 
month without causing additional tax to be paya- 
ble under this Part if this Part were read without 
reference to this subsection. 


(3) Marriage breakdown — If at any time an indi- 
vidual (in this subsection referred to as the “former 
subscriber’) ceases to be a subscriber under a regis- 
tered education savings plan as a consequence of the 
settlement of rights arising out of, or on the break- 
down of, the marriage of the former subscriber and 
another individual (in this subsection referred to as 
the “current subscriber”) who is a subscriber under 
the plan immediately after that time, for the purpose 
of determining tax payable under this Part in respect 
of a month that ends after that time, each contribu- 
tion made before that time into the plan by or on be- 
half of the former subscriber is deemed to have been 
made into the plan by the current subscriber and not 
by or on behalf of the former subscriber. 


(4) Deceased subscribers — For the purpose of 
applying this section where a subscriber has died, the 
subscriber’s estate is deemed to be the same person 
as, and a continuation of, the subscriber for each 
month that ends after the death. 


Related Provisions: 18(1)(t) — Tax is non-deductible. 


History: S. 204.91 amended by 1998, c. 19, s. 58, subsec. (1) appli- 
cable for the purpose of determining tax under Part X.4 of the Act 
for months that are after 1996, subsec. (2) applicable for the purpose 
of determining tax under Part X.4 of the Act for months that are 
after January 1990, and subsecs. (3) and (4) applicable for the pur- 
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pose of determining tax under Part X.4 of the Act for months that 
are after 1997. S. 204.91 formerly read; 


204.91 Tax payable by subscribers — Each subscriber 
under a registered education savings plan shall, in respect of 
each month, pay a tax under this Part equal to 1% of the sub- 
scriber’s share of each excess amount for a year at the end of 
that month in respect of a beneficiary or former beneficiary 
under the plan, to the extent that the amount of the share is 
not withdrawn from the plan before the end of that month. 


Definitions: See Definitions at end of s. 204.93. 


204.92 Return and payment of tax — Every per- 
son who is liable to pay tax under this Part in respect 
of a month in a year shall, within 90 days after the 
end of the year, 


(a) file with the Minister a return for the year 
under this Part in prescribed form and containing 
prescribed information, without notice or demand 
therefor; 


(b) estimate in the return the amount of tax, if 


any, payable under this Part by the person in re- 
spect of each month in the year; and 


(c) pay to the Receiver General the amount of 


tax, if any, payable by the person under this Part 
in respect of each month in the year. 


Related Provisions: 150.1(5) — Electronic filing. 
Definitions: See Definitions at end of s. 204.93. 


Forms: T1E-OVP: 
overpayments. 


Individual income tax return for RESP 


204.93 Provisions applicable to Part — Subsec- 
tions 150(2) and (3), sections 152, 158 and 159, sub- 
sections 161(1) and (11), sections 162 to 167 and Di- 
vision J of Part I are applicable to this Part, with 
such modifications as the circumstances require. 


History [Part X.4]: Part X.4 (ss. 204.9 to 204.93) added by 1994, 
c. 7, Sch. If (1991, c. 49), s. 165, applicable to months ending after 
January 1990, except that a return referred to in s. 204.92 that was 
filed before March 16, 1992 shall be deemed to have been filed in 
accordance with the requirements of that section and a payment re- 
ferred to in that section that was paid before March 16, 1992 shall 
be deemed to have been paid in accordance with the requirements of 
that section. 


Definitions [Part X.4]: “amount” — 248(1): “ 
cation savings plan” — 146.1(1), 204,.9(1.1); 

248(1); “excess amount” — 204.9(1), (2); 
“marriage” — 252(4)(b); 


beneficiary”, “edu- 
“estate”. — 104(4), 
“individual” — 248(1); 
“Minister” — 248(1); “month” — Jnter- 


pretation Act 35(1); “new beneficiary” — 204.9(4); “person” — 
248(1); “RESP annual limit” — 146.1(1), 204.9(1.1); “RESP. life- 
time limit” — 204.9(1); “refund of payments” — 146.1(1), 
204.9(1.1); “registered education savings plan” — 146.1(1), 248(1); 


“subscriber” — 146.1(1), 204.9(1.1); “subscriber’s gross cumula- 
tive excess” — 204.9(1); “subscriber’s share” — 204.9(1), (2); 
“transferee plan”, “transferor plan” — 204.9(5); “trust” — 146.1(1), 
204.9(1.1); “writing” — Interpretation Act 35(1). 


Income Tax Act 


Part X.5 — Payments under 
Registered Education 
Savings Plans 


204.94 (1) Definitions — The definitions in sub- 
section 146.1(1) apply for the purposes of this Part, 
except that the definition “subscriber” in that subsec- 
tion shall be read without reference to paragraph (c). 


(2) Charging provision — Every person shall pay 
a tax under this Part for each taxation year equal to 
the amount determined by the formula 


0.2 x (A + B-—C) 
where 


A is the total of all amounts each of which is an ac- 
cumulated income payment made at any time that 
is 

(a) either 


(i) under a registered education savings 
plan under which the person is a subscriber 
at that time, or : 


(ii) under a registered education savings 
plan under which there is no subscriber at 
that time, where the person has been a 
spouse of an individual who was a sub- 
scriber under the plan, and 


(b) included in computing the person’s in- 
come under Part I for the year; 


B. is the total of all amounts each of which is an ac- 
cumulated income payment that is 


(a) not included in the value of A in respect of 
the person for the year, and 


(b) included in computing the person’s in- 
come under Part I for the year; and 


Cis the lesser of 


(a) the lesser of the value of A in respect of 
the person for the year and the total of all 
amounts each of which is an amount deducted 
under subsection 146(5) or (5.1) in computing 
the person’s income under Part I for the year, 
and 


(b) the amount, if any, by which $40,000 ex- 
ceeds the total of all amounts each of which is 
an amount determined under paragraph (a) in 
respect of the person for a preceding taxation 
year. 


Related Provisions: 257 — Formula cannot calculate to less-than 
zero. 


(3) Return and payment of tax — Every person 
who is liable to pay tax under this Part for a taxation 
year shall, on or before the person’s filing-due date 
for the year, 


(a) file with the Minister a return for the year 
under this Part in prescribed form and containing 
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prescribed information, without notice or demand 
therefor; 


(b) estimate in the return the amount of tax paya- 
ble under this Part by the person for the year, and 


(c) pay to the Receiver General the amount of tax 
payable under this Part by the person for the year. 


Related Provisions: 156.1(1)“net tax owing”(b)A — Part X.5 
tax included in calculation of instalment threshold. © 


(4) Administrative rules — Subsections 150(2) 
and (3), sections 152, 155.to 156.1.and 158 to 167 
and Division J of Part I apply with any modifications 
that the circumstances require. 

Related Provisions: 156.1(1)“net: tax owing’”(b)A — Part X.5 
tax included in calculation of instalment threshold. 

History: Part X.5 (s. 204.94) added by 1998, c. 19, 's. 59, applica- 
ble to 1998 et seq. . j 

Definitions [204.94]: “accumulated income payment” — 
146.1(1), 204.94(1); “amount”, “filing-due date”, “individual”, 
“Minister”, “person”, “prescribed” — 248(1); “registered education 
savings plan” — 146.1(1), 204.94(1), 248(1); “spouse” — 
252(4)(a);, “subscriber” — 204,94; “tax payable” 248(2);. “taxa- 
tion year” — 249. 


Part XI — Tax in respect of 

Certain Property Acquired 

by Trusts, etc., Governed by 
Deferred Income Plans | 


205. Application of Part— This Part applies in 
respect of a taxpayer that is | 


(a) a corporation described in. paragraph 
149(1)(0.1) or (0.2) or a trust described in para- 
graph 149(1)(o) or (0.4), other than a trust de- 
scribed in paragraph 149(1)(0) 
(i) established for the exclusive benefit of 
non-residents working outside Canada, or 


(ii) the only beneficiaries of which are persons 
whose entitlement thereunder arises by virtue 
of employment outside Canada; 


(b) a trust governed by a registered retirement 
savings plan; 

(c) a trust governed by a deferred profit sharing 
plan; 

(d) [Repealed under former Act] 


(e) a trust governed by a registered retirement in- 
come fund; 


(f) a registered investment; or 


(g) any other person, other than a prescribed per- 
son, exempt from tax under Part I on its taxable 
income. 
Related Provisions: 204.2(2) — Where terminated plan deemed 
to continue to exist; 206(2.1) — Exemption for master trust or pen- 
sion fund corporation where proportional holdings election made; 
207.1(1) — Tax payable by RRSP; 259(1), (2) — Proportional 
holdings in trust property. 
Pre-RSC History: That portion of para. 205(a) preceding subpara. 
(i) amended by 1987, c. 46, s. 60, to substitute “a corporation de- 


S. 206(1) aff 


scribed in paragraph 149(1)(0.1) or (0.2) or a trust described in par- 
agraph 149(1)(0) or (0.4)” for “a trust or corporation described in 
paragraph, 149(1)(0), (0.1) or (0.2)”, applicable to months ending 
after 1986. 


Para. 205(d) repealed by 1986, c. 6, s. 109, applicable to months 
ending after 1985. Para. 205(d) formerly read: 


(d) a trust governed by a registered home ownership savings 
plan, 


Para. 205(a) substituted by 1984, c. 45, s. 85, applicable for 1972 et 
seq. Para. 205(a) formerly read: 


(a) a trust or corporation described in paragraph 149(1)(0), 
(0.1) or (0.2), 


Para. 205(a) substituted, 205(f) and (g) added by 1980-81-82-83, c. 
48, subsec. 95(1), (2), applicable, as to para, 205(f), to 1981 et seq., 
and, as to para. 205(g), after 1979. 

Para. 205(e) added by 1977-78, c. 32, s. 45. 

Para. 205(d) added by 1974-75-76, c. 26, s. 115, applicable to 1974 
et seq. 

Definitions [s. 205]: “corporation” — 248(1), Interpretation Act 
35(1); “deferred profit sharing plan” — 147(1), 248(1); “employ- 
ment”, “non-resident” — 248(1); “registered investment” — 
204.4(1), 248(1); “registered retirement income fund” — 146.3(1), 
248(1); “registered retirement savings plan” — 146(1), 248(1); 
“taxable income” — 2(2), 248(1); “taxpayer” — 248(1); “trust” — 
104(1), 248(1), (3). 

.T. Application Rules [s. 205]: 65(1), (1.1), (2), G). 
Interpretation Bulletins [s. 205]: IT-412R2: Foreign property of 
registered plans. 


206. (1) Definitions — In this Part, 


“affiliate” of a corporation (in this definition re- 
ferred to as the “parent corporation”) at any time is 
any other corporation where, at that time, — 


(a) the parent corporation controls the other 
corporation, | 

(b) the parent corporation or a corporation con- 
trolled by the parent corporation owns 


(i) shares of the capital stock of the other cor- 
poration that would give the parent corpora- 
tion or the corporation controlled by the par- 
ent corporation 25% or more of the votes that 
could be cast under all circumstances at an an- 

~ nual meeting of shareholders of that other cor- 
poration, and 


(ii) shares of the capital stock of the other cor- 
poration having a fair market value of 25% or 
more of the fair market value of all the issued 
shares of the capital stock of that other corpo- 
ration, Or 
(c) the other corporation is controlled by a partic- 
ular corporation and the parent corporation or a 
corporation controlled by the parent corporation 
owns 


(i) shares of the capital stock of the particular 
corporation that would give the parent corpo- 
ration or the corporation controlled by the par- 
ent corporation 25% or more of the votes that 
could be cast under all circumstances at an an- 
nual meeting of shareholders of the particular 
corporation, and 
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(ii) shares of the capital stock of the particular 
corporation having a fair market value of 25% 
or more of the fair market value of all the is- 
sued shares of the capital stock of the particu- 
lar corporation; 
History: The definition “affiliate” added to subsec. 206(1) by 1998, 
c. 19, subsec. 210(3), applicable to shares and indebtedness ac- 
quired after December 4, 1985 (otherwise than pursuant to an agree- 


ment in writing made before 5:00 p.m. E.S.T. on December 4, 
1985). 


“carrying value” of a property of a corporation or 
partnership at any time means 


(a) where a balance sheet of the corporation or 
the partnership as of that time was presented to 
the shareholders of the corporation or the mem- 
bers of the partnership and the balance sheet was 
prepared using generally accepted accounting 
principles and was not prepared using the equity 
or consolidation method of accounting, the 
amount in respect of the property reflected in the 
balance sheet, and 


(b) in any other case, the amount that would have 
been reflected in a balance sheet of the corpora- 
tion or the partnership.as of that time if the. bal- 
ance sheet had been prepared in accordance with 
generally acceptable accounting principles and 
neither the equity nor consolidation method of 
accounting were used; : . 
History: The definition “carrying value” added to subsec. 206(1) 
by 1998, c: 19, subsec. 210(3), applicable to shares and indebted: 
ness acquired after December. 4, 1985 (otherwise than pursuant: to 


an agreement in writing made before 5:00 p.m. E.S.T. on December 
471,985). « 


“designated value” of a property at any time means 
the greater of 


(a) the fair market value at that time of the prop- 
erty, and 
(b) the carrying. value at that time of the property; 


History: The definition ‘‘designated value” added to subsec. 206(1) 
by 1998, c. 19, subsec..210(3), applicable to shares and indebted- 
ness acquired after December 4, 1985 (otherwise than pursuant to 


an agreement in writing made before 5:00 p.m. E.S.T. on December ) 


4, 1985). 


“excluded share”? means 


(a) a share that.is of a class of shares listed on a 
prescribed stock exchange in Canada; where no 
share of that class has been issued after Decem- 
ber 4, 1985 (otherwise than pursuant to an agree- 
ment in writing entered into before 5:00 p.m. 
Eastern Standard Time on December 4, 1985), 


(b) a share. last acquired after 1995 that is of a 
class of shares listed on a prescribed stock ex- 
change in Canada, where 


(i) no share of that class has been issued after 
July 20, 1995 (otherwise than pursuant to an 


agreement in writing made before July 21, 


1995), and. 


(ii) the share would not be foreign property if 
the expression “primarily from foreign prop- 
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erty” in paragraph (d.1) of the definition “for- 
eign property” in this subsection were read as 
“primarily from portfolio investments in prop- 
erty that is foreign property” and that para- 
graph were read without reference to “(other 
than an excluded share)”, and 


(c) a share last acquired after 1995 as a conse- 
quence of the exercise of a right acquired before 
1996 where the share would not be foreign prop- 
erty if the expression “primarily from foreign 
property” in paragraph (d.1) of the definition 
“foreign property” in this subsection were read ‘as 
“primarily from portfolio investments in property 
that is foreign property” and that paragraph: were 
read without reference to “(other than an ex- 
cluded share)”; ! riz 
History: The definition “excluded share” added to subsec. 206(1) 
by 1998, c. 19, subsec. 210(3), applicable to shares and>indebted- 
ness acquired after December 4, 1985 (otherwise than pursuant to 


an agreement in writing made before 5:00 p.m. E.S.T. on December 
4, 1985). 


Regulations: 3200 (prescribed stock exchange in Canada; will be 
amended to apply to this definition). 


“foreign property” means 


(a) tangible property situated outside Canada ex- . 
cept automotive equipment registered in Canada, 


(b) automotive equipment not registered in Can- 
ada pursuant to'the laws of Canada or a province, 


(c) intangible property (other than any property 
described in paragraphs (d): to (g)) situated 
outside Canada including, without restricting the 
generality of the foregoing, any. patent under the 
laws of a country other than Canada and any li- 
cence in respect thereof, 


(d) any share of the capital stock of a corporation 
other than a Canadian corporation, 


(d.1) except as provided by subsection (1.1), any 
share (other than an excluded share) of the capital 
stock of, or any debt obligation issued by, a cor- 
poration (other than an investment corporation, 
mutual fund corporation or registered investment) 
that is a Canadian corporation, where shares of 
the corporation can reasonably be considered to 
derive their value, directly or indirectly, primarily 
from foreign property, 


(e) except as prescribed, any share of the capital 
stock of a mutual fund corporation or investment 
corporation that is not a registered. investment, 
other than a share of the capital stock of an in- 
vestment corporation that was last acquired 
before October 14, 1971, 


(f) any property that, under’ the terms or condi- 
tions thereof or any agreement relating thereto, is 
convertible into, is exchangeable for or conféers'a 
right to acquire, property that is foreign property, 
but not including property that is 
(i) a share of the capital stock of a Canadian 
corporation listed on a prescribed stock ex: 
change in Canada, or 
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(ii) a right issued before 1984 and listed on a — 
prescribed stock exchange in Canada to ac- 
quire a share of the capital stock of a Cana- 
dian corporation, 


(g) indebtedness of a non-resident person, other 
than indebtedness issued or guaranteed by 


(1) the International Bank for Reconstruction 
and Development, 


(i.1) the International Finance Corporation, 
(11) the Inter-American Development Bank, 
(iii) the Asian Development Bank, 

(iv) the Caribbean Development Bank, 


(iv.1) the European Bank for Reconstruction 
and Development, 


~(y,2): the African Development Bank, or 
(v) a prescribed person, 
(h) any interest in or right to any property that is 
foreign property by virtue of paragraphs (a) to. 
(g), and 


(i) except as prescribed by regulation, any interest — 
in, or right to acquire an interest in, a trust (other 
than a registered investment) or a partnership, 
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Related Provisions: 206(1.1)(d) — Exception where substantial 
Canadian presence; 2061 4) — Interpretation; 206(1.5) — Identical 
property. S 
History: Paras. (d.1) and (e) of the definition “foreign property” in 
subsec. 206(1) amended by 1998, c. 19, subsec. 210(1), para. (d.1) 
applicable to shares and indebtedness acquired after December 4, 
1985 (otherwise than pursuant to an agreement in writing made 
before 5:00 p.m. E.S.T. on December 4, 1985) except that, with re- 
spect to shares and indebtedness last acquired before 1996, the ref- 
erence to “primarily from foreign property” in that paragraph shall 
be read as a reference to “primarily from portfolio investments in 
property that is foreign property”, and para. (e) applicable to months 
that end after June 1995. Paras. (d.1) and (e) formerly read? « 


(d.1) any share of the capital stock of or any debt obligation 
issued by a Canadian corporation, if shares of the corporation 
may reasonably be considered to derive their value, directly 
or indirectly, primarily from portfolio investments in property 
that is foreign property, but not including a share of a corpo~ 
ration listed on a prescribed stock exchange in Canada that is. 
of a class of the capital stock of the ‘corporation no share of. 
_ which has been issued’ after December 4, 1985 (otherwise © 
than pursuant to an agreement in writing entered into before 
5:00 p.m. Eastern Standard Time on December 4, 1985); 


(e) any share of the capital stock of a mutual fund corporation 
that is neither an investment corporation nor a registered in- 
vestment, except as prescribed by regulation, 1 SH AG 
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Subparas. (g)(iv.1) and (iv.2) added to the definition “foreign prop- 
erty” by the said c. 19, subsec. 210(2), (iv.1) applicable to months 
after March 1991, and (iy.2) applicable to months after 1996. 


The opening. words of para. (g) of “foreign property” in: subsec. 
206(1). substituted by 1994, c. 21,,subsec. 93(1), applicable. to 
months after 1992. The opening words of that para. formerly read: 


(g) any bond, debenture, mortgage, note or similar obligation 
of,,or issued by, a person not resident in Canada, except any 
such bond, debenture, mortgage, note or similar obligation is- 
sued or guaranteed by 


Subpara. (g)(i.1) added, to “foreign property” by 1994, c. 7, Sch. II 
(1991, c. 49), subsec. 166(1), applicable after July 13, 1990." — 


Pre-RSC History: See at end of s. 206.1. 


Regulations: 221(3) (information return by issuer of share or trust 
interest claimed not to be foreign property); 3200 (prescribed stock 
exchange); 5000 (property prescribed not to be foreign property). 


I.T. Application Rules: pee) \amalgamadon of mutual fund 
corporations). 


Interpretation Bulletins: IT-320R2: RRSP — qualified invest- 
ments; IT-412R2: Foreign property of registered plans. 


Forms: T3F: Investments prescribed to be qualified or not to be 
foreign property information return. 


‘investment activity” of a particular corporation 
means any business carried:on by the corporation, or 
any holding of property by the corporation otherwise 
than-as part of a business carried on by the corpora- 
tion, the principal purpose of which is to derive in- 
come from, or to derive profits from the disposition 
of, 


(a) shares (other than shares of the capital stock 
of another corporation in which the particular 
corporation has a significant interest, where the 
primary activity of the other corporation is not an 
investment activity), 


(b) interests in trusts, 


(c) indebtedness (other than indebtedness owing 
by another corporation in which the particular 
corporation has: a significant interest, where the 
primary activity of the other corporation is not an 
investment activity), 


(d) annuities, 


(e) commodities or commodities futures pur- 
chased or sold, directly or indirectly in any man- 
ner whatever, on a commodities or commodities 
futures exchange (except commodities manufac- 
tured, produced, grown, extracted. or processed 
by the corporation or another. corporation with 
which the corporation does not deal at arm’s 
length), 


(f) currencies (other than currencies in the form 
of numismatic coins), 


(g) interests in funds or entities other than corpo- 
rations, partnerships and trusts, 


(h) interests or options in respect of property de- 
scribed in any of paragraphs (a) to (g), or 
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(i) any combination of properties described in 
any of paragraphs (a) to (h); 


Related Provisions: 206(4), 251(1) — Meaning of arm’s length. 


History: The definition “investment activity” added to subsec. 
206(1) by 1998, c. 19, subsec. 210(3), applicable after 1995. 


“qualified property” of a corporation means a 
property (other than a debt obligation or share issued 
by an affiliate of the corporation or by any corpora- 
tion related to the corporation) owned by the corpo- 
ration and used by it or an affiliate of the corporation 
in a specified active business carried on by it or the 
affiliate; 


History: The definition “qualified property” added to subsec. 
206(1) by 1998, c. 19, subsec. 210(3), applicable to shares and in- 
debtedness acquired after December 4, 1985 (otherwise than pursu- 
ant to. an agreement in writing made before 5:00 p.m. E.S.T. on De- 
cember 4, 1985). 


“significant interest” has the meaning that would 
be assigned by section 142.2 if that section were read 
without reference to paragraphs 142.2(3)(b) and (c); 


History: The definition “significant interest” added to subsec. 
206(1) by 1998, c. 19, subsec. 210(3), applicable after 1995. 


“small business investment amount” of a taxpayer 
for a month means the quotient obtained when the 
total of allamounts determined for each of the three 
preceding months, each of which is the total of the 
cost amounts of all small, business properties to the 
taxpayer at the end of that preceding month, is di- 
vided by three; . 


Pre-RSC History: See at end of s. 206.1. 


“small business property” of a taxpayer at a partic- 
ular time means property acquired by the taxpayer 
after October 31, 1985 that is at that particular time 


(a) a property prescribed to be a small business 
security, 


(b) a share of a class of the capital stock of a cor- 
poration prescribed to be a small business invest- 
ment corporation, 


(c) an interest of a limited partner in a partnership 
prescribed to be a small business investment lim- 
ited partnership, or 


(d) an interest in a trust prescribed to be a small 
business investment trust, 


where the taxpayer is 


(e) a prescribed person in respect of the property, 
or 


(f) the first person (other than a broker or dealer 
in securities) to have acquired the property and 
the taxpayer has owned the property continuously 
since it was so acquired. 


Pre-RSC History: See at end of s. 206.1. 
Regulations: 5100-5104 (prescribed property). 
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“specified active business” carried on by a corpora- 
tion, at any time, means a particular business that is 
carried on by the corporation in Canada where 


(a) the corporation employs in the particular busi- 
ness at that time more than 5 full-time employees 
and at least 


(i) 50% of the full-time employees employed 
by the corporation at that time in the particular 
business are employed in Canada, and 


(11) 50% of the salaries and wages paid to’ em- 
ployees employed at that time in the particular 
business are reasonably attributable to ser- 
vices rendered in Canada by the employees, or 


(b) one or more other corporations associated 
with the corporation provide, in the course of car- 
rying on one or more other active businesses, 
managerial, administrative, financial, mainte- 
nance or other similar services to the corporation 
in respect of the particular business and 


(1) the corporation could reasonably be ex- 
pected to require more than 5 full-time em- 
ployees at that time in respect of the particular 
business if those services had not been 
provided, 


(ii) at least 50% of the full-time employees 
employed at that time by the corporation in 
the particular business and by the other corpo- 
rations in the other active businesses are em- 
ployed in Canada, and 


(iii) at least 50% of the salaries and wages. 


paid to employees employed at that time by 
the corporation in the particular business and 
by the other corporations in the other active 
businesses are reasonably attributable to ser- 
vices rendered in Canada by the employees, 


but does not include a business carried on by the cor- 
poration the principal purpose of which is to. derive 
income from, or from the disposition of, shares and 
debt obligations the value of which can reasonably 
be considered to derive, directly or indirectly, prima- 
rily from foreign property; 

History: subsec. 210(3), The definition “specified active business” 
added to subsec. 206(1), applicable to shares and indebtedness. ac- 
quired after December 4, 1985 (otherwise than pursuant to an agree- 


ment in writing made before 5:00 p.m. E.S.T. on December 4, 
1985). 


“specified proportion” of a member of a partner- 
ship for a fiscal period of the partnership means the 
proportion that the member’s share of the total in- 
come or loss of the partnership for the partnership’ s 
fiscal period is of the partnership’s total income or 
loss for that period and, for the purpose of this defi- 
nition, where that income or loss for a period is nil, 
that proportion shall be computed as if the partner- 
ship had income for that period in the amount of 
$1,000,000. 

History: The definition “specified proportion” added to subsec. 


206(1) by 1998, c, 19, subsec. 210(3), applicable to shares and in- 
debtedness acquired after December 4, 1985 (otherwise than pursu- 
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ant to an agreement in writing made before 5:00 p.m. E.S.T. on De- 
cember 4, 1985), | 


(1.1) Exception where substantial Canadian 
presence — Property described in paragraph (d.1) 
of the definition “foreign property” in subsection (1) 
does not, at a particular time, include property of a 
taxpayer that is a share or debt obligation that was 
issued by a corporation that, at the particular time, is 
a Canadian corporation where = 


(a) either at any time in any of the last 15 months 
beginning before the time (in this subsection re- 
ferred to as the “acquisition time”) when the 
property was last acquired before the particular 
time by the taxpayer or at any time in the calen- 
dar year that includes the acquisition time, the to- 
tal of all amounts each of which is the designated 
value of a qualified property of the corporation or 
an affiliate of the corporation exceeded 
$50,000,000; 


(b) the particular time is not later than the end of 
the 15th month ending after the acquisition time 
and, at any time in any of the last 15 months be- 
ginning before the acquisition time, the total of 
all amounts each of which is the designated value 
of a qualified property of the corporation or an- ~ 
other corporation controlled by the corporation 
exceeded 50% of the lesser of the fair market 
value of all of the corporation’s property and the 
carrying value of all of the corporation’s 
property; 

(c) the particular time is after the acquisition time 
and, at any time in any of the first 15 months be- 
ginning after the acquisition time, the total of all 
amounts each of which is the designated value of 
a qualified property of the corporation or another 
corporation controlled by the corporation ex- 
ceeded 50% of the lesser of the fair market value 
of all of the corporation’s property and the carry- 
ing value of all of the corporation’s property; 


(d) the particular time is after 1995 and, at the 
particular time, 


(1) either 


(A) the corporation was incorporated or 
otherwise formed under. the laws of Can- 
ada or a province, or 


(B) where the corporation was not required 
to maintain an office under the laws by or 
under which it was incorporated, the main- 
tenance of an office in Canada is required 
under the constitutional documents of the 
corporation, 


(ii) the corporation maintains an office in 
Canada, and 

(ili) any of the following conditions applies, 
namely, . 


(A) the corporation employs more than 5 
individuals in Canada full time and those 
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individuals are not-employed primarily in 
connection with | 

- (J) an investment activity of the corpo- 
ration or another corporation with 

' which the corporation does not deal at 
arm’s length, 


(II) a business carried on by the corpo- 
ration through a partnership of which 
the corporation is not a majority inter- 
est partner, or | 

(IIL) a business: carried on by another 
corporation with which the corporation 
does not deal at arm’s length through a 
partnership of which that other corpora- 
tion is not a majority interest partner, 


(B) another corporation that is controlled 
by the corporation employs: more than 5 
- individuals in Canada full time and. those 
individuals are not employed primarily in 
connection with 


(I) an investment activity of the other 


corporation or another corporation with | 


which the other corporation: does. not 
deal at arm’s length, 


(Il) a business carried on by the other 
corporation through a partnership of 
which the other corporation is not a 
majority interest partner, or 


(Il) a-business carried on by another 
corporation with which the other corpo- 
ration does not deal at arm’s length 
through a partnership of which that 
other corporation is not a majority in- 
terest partner, 


(C) the total amount incurred by the corpo- 
ration for the services (other than services 
relating to an investment activity of the 
corporation or another corporation with 
which the corporation does not deal at 
arm’s length) of employees and other indi- 
_viduals rendered in Canada in any calendar 
year that ends in any of the last 15 months 
that end before the particular time exceeds 
$250,000, 


(D) the total amount incurred by another 
corporation that is controlled by the corpo- 
ration for the services (other than services 
‘relating to an investment activity of the 
other corporation or ‘another corporation 
with which the other corporation does not 


deal at arm’s length) of employees and 


other individuals rendered in Canada in 
any calendar year that ends in any of the 
last 15 months that end before the particu- 
lar time exceeds $250,000, or 


(BE) in the calendar year that includes the 
particular time the corporation was contin- 
ued from a jurisdiction outside Canada, or 
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incorporated or otherwise: formed and the 
total amount incurred in the year by the 
corporation for the services (other than ser- 
vices relating to an investment activity of 

, the corporation or another corporation with 
which the corporation does not deal at 
arm’s length) of employees and other indi- 
viduals rendered in Canada exceeds 
$250,000; or | 


(e) the particular time is after 1995 and, at the 

particular time, all or substantially all of the prop- 

erty of the corporation is not foreign property. 
Related Provisions: 206(1.2) — Application to partnerships. 


History: Subsec. 206(1.1) added by 1998, c. 19, subsec. 210(4), 


applicable after December 4, 1985, 


(1.2) Partnerships — For the purposes’ of 
paragraphs (1.1)(a) to (c) and this subsection, 


(a) a member of a partnership _ 


(i) is deemed not to own any interest, im.the 
partnership at any time, and | 


(ii) is deemed to. own the member’s specified 
proportion for the partnership’s first fiscal, pe- 
riod that ends at or after that time of each 
property that would, if the assumption in para- 
graph 96(1)(c) were made, be owned by the 
partnership at that time; and ~ 


(b) the carrying value at that time of that speci- 
fied proportion of a partnership’s property is 
deemed to be that specified proportion of the car- 
rying value at that time to the partnership of that 
property. Gi Bi 
History: Subsec. 206(1.2) added by 1998, c. 19, subsec. 210(4), 
applicable after December 4, 1985. 


(1.3) Interpretation — For the purpose. of para- 
graph (1.1)(d); 


(a) an employee of a corporation is deemed to be 
employed in Canada where the corporation’s per- 
manent establishment (as defined by regulation) 
to which the employee principally reports is situ- 
ated in Canada; and 3 5 


(b) services are deemed to be rendered in Canada 
to a corporation where the permanent establish- 
ment (as defined by regulation) for which the ser- 
vices are rendered is situated in Canada. 


History: Subsec. 206(1.3) added by 1998, c. 19, subsec. 210(4), 
applicable after December 4, 1985. 


(1.4) Rights in respect of foreign property — 
For the purpose of determining whether a property 
owned by a taxpayer is foreign property at any time 
because of paragraph (f) or (h) of the definition “for- 
eign property” in subsection (1), it shall be assumed 
that each other property not owned <at that time by 
the taxpayer was acquired immediately before that 
time by the taxpayer. 

History: Subsec. 206(1.4) added by 1998, ¢. 19, subsec. 210(4), 
applicable after December 4, 1985. 
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(1.5) Identical property — Notwithstanding 
paragraphs (d.1), (f) and (h) of the definition “for- 
eign property” in subsection (1), a property shall not 
be considered to be foreign property ‘at a particular 
time of a taxpayer because of any of those 
paragraphs where 
(a) the property is 

(i) a share or debt obligation issued by a Ca- 

nadian corporation, or 

(ii) an interest in, a right to, a property that is 

convertible into or a property that is ex- 


changeable for, a share or debt obligation is- 
sued by a Canadian corporation; and 


(b) the property, or the share or obligation re- 
ferred to in subparagraph (a)(ii), is identical to 
another property that is owned at the particular 


time by the taxpayer and that is not foreign prop-— 


erty at the particular time of the taxpayer. 
Related Provisions: 248(12) — Whether properties are identical. 


History: Subsec. 206(1.5) added by 1998, c. 19, subsec..210(4), 
applicable after December 4, 1985. 


(2) Tax payable — Where, at the end of any 
month, 


(a) the amount, if any, by which 


(i) the total of all amounts each of which is the 
cost amount of a foreign property to a tax- 
payer described in any of paragraphs 205(a) to 
(f) | 


exceeds the total of 


(ii) where the taxpayer is described in any of 
paragraphs 205(b), (c) and (e), all amounts 
each of which is the cost amount to the tax- 
payer of a foreign property that was not at the 
end of the month a qualified investment 
(within the meaning assigned by subsection 
146(1) or 146.3(1) or section 204, as the case 
may be) of the taxpayer, and 


(iii) all amounts (other than an amount in- 
cluded in respect of the taxpayer for the 
month under subparagraph (ii)) each of which 
is the cost amount to the taxpayer of foreign 
property that became foreign property of the 
taxpayer after its last acquisition by the tax- 
payer and at a time that is not more than 24 
months before the end of the month, 


exceeds the total of 

(b) 20% of the total of all amounts each of which 

is the cost amount of a property to the taxpayer, 

and 

(c) in the case of a taxpayer described in para- 

graph 205(a), (b), (c) or (e), other than a taxpayer 

described in paragraph 149(1)(0.2), the lesser of 
(i) three times the small business investment 
amount of the taxpayer for the month, and 
(ii) 20% of the total of all amounts each of 


which is the cost amount of a property to the 
taxpayer, 
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the taxpayer shall, in respect of that month, pay a tax 
under this Part equal to 1% of the lesser of the ex- 
cess and the total of all amounts each of which is the 
cost amount to the taxpayer. of each of its foreign 
properties that was acquired after June 18, 1971. 

Related Provisions: 206(2.1) — Limitation — maximum tax 


payable by registered investment; 206(3.1) — Reorganizations, etc.; 
259 — Proportional holdings in trust property. 


History: Para. 206(2)(a) amended by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 120(1), applicable to months ending after December 20, 
1991. Para. (a) formerly read: 


(a) the total of all amounts each of which is the cost amount 
of a foreign property to a taxpayer described in any of 
paragraphs 205(a) to (f) (other than, where the taxpayer is de- 
scribed in any of paragraphs (b), (c) and (e), a foreign prop- 
erty that was not at the end of the month a qualified invest- 
ment, within the meaning assigned by subsection 146(1) or 
146.3(1) or section 204, as the case may be, of the taxpayer.) 


Para. 206(2)(b) amended by 1994, c. 7; Sch. II (1991, c. 49), subsec. 
166(2), to substitute “20% ” for “10% ”, applicable to months end- 
ing after 1989 except that-for months in 1990, 1991, 1992 and 1993 
the reference in para. (b) to “20%” shall be read as 12%" 9 LAM?” 
“16%” and “18%” respectively. 


Subpara. 206(2)(c)(ii) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 166(3), applicable to months ending after 1989. That 
subpara. formerly read: 

(ii) two times the amount determined under paragraph (b), 
Pre-RSC History: See at end of s. 206.1. 
Regulations: 5000, 5001. 
I.T. Application Rules: 65. 
Interpretation Bulletins: IT-320R2: RRSPs — qualified invest- 
ments; IT-412R2: Foreign property of tegistered plans. 


Forms: T3P: Employees’ pension plan information and income tax 
return. 


(2.01) Registered investments — Notwithstand- 
ing subsection (2), the tax payable under this section 
by a registered investment in respect of a month is 
equal to the lesser of 


(a) the tax that would, but for this subsection, be 
payable by the registered investment in respect of 
the month, and 


(b) the greater of 
(i) 20% of the amount determined under para- 
graph (a), and 
(ii) the amount determined by the formula 


$5,000 + (A x B/C) 
where 


A is equal to the amount determined under 
paragraph (a), 


B is equal to 


(A) where the registered investment is a 
trust, the total of all amounts each of 
which is the fair market value at the 
end of the month of an interest in the 
registered investment that is held at that 
time by a taxpayer described in any of 
paragraphs 205(a) to (f) or by a mutual 
fund corporation, investment corpora- 
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tion, mutual fund trust, prescribed trust | 


or prescribed partnership, and 


(B) where the registered investment is a 
corporation, the total of all amounts 


each of which is the fair market value | 


at the end of the month of a share of the 
capital stock of the registered invest- 
ment that is held at that time by a tax- 
payer described in any of paragraphs 
205(a) to (f) or by a mutual fund corpo- 
ration, investment corporation, mutual 
fund trust, prescribed trust or pre- 
scribed partnership, and 


C is equal to 


(A) where the registered investment is a 
trust, the total of all amounts each of 
which is the fair market value at the 
end of the month of an interest in the 
registered investment that is held at that 
time, and 


(B) where the registered investment is a 
corporation, the total of all amounts 


each of which is the fair market value 


at the end.of the month of a share of the 
capital stock of the registered invest- 
ment that is held at that time. 
History: Subsec. 206(2.01) added by 1998, c. 19, subsec. 210(5), 
applicable to months that end after 1992. 
Regulations: The June 20, 1996 Department of Finance Technical 
Notes indicate that the following will be prescribed in Part L of the 
Regulations: a pooled fund trust as defined in Reg. 5000(7); a trust 
that would be a mutual fund trust if the 150-beneficiary requirement 
in Reg. 4801(b) were ignored; a resource property trust as defined 
in Reg. 5000(7); and a master trust described in 149(1)(0.4). A part- 
nership will also be prescribed where it is a qualified limited. part- 
nership as defined in Reg. 5000(7). 


(2.1) Exemption — Notwithstanding section 205, 
subsection (2) does not apply to a trust described in 
paragraph 149(1)(0.4) or a corporation described in 
paragraph 149(1)(0.2) in respect of any month that 
falls within a period for which the trustee or the cor- 
poration, as the case may be, elects in accordance 
with subsections 259(1) and (3). 

History: Subsec. 206(2.1) substituted by 1994, c. 21, subsec. 93(2), 
applicable to 1992 et seg. That subsec. formerly read: 


(2.1) Exemption — Notwithstanding section 205, subsection 
(2) shall not apply in respect of a trust described in paragraph 
149(1)(0.4) in respect of any month that falls within a period 
in respect of which the trustee has elected in accordance with 
subsection 259(2). 


Pre-RSC History: See at end of s. 206.1. 


Interpretation Bulletins: IT-412R2: Foreign property of regis- 
tered plans. 


(3) [Repealed] 
History: Subsec. 206(3) repealed by 1998, c, 19, subsec. 210(6), 
applicable to months that end after June 1995. Subsec. 206(3) for- 
merly read: 
(3) Shares in investment corporation — Notwithstanding 
the definition “foreign property” in subsection (1), a share of 
the capital stock of an investment corporation (other than a 
registered investment) acquired after October 13, 1971 by a 
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taxpayer to whom this Part applies and owned by the tax- 
payer at a particular time shall, except as prescribed by regu- 
lation, be deemed to be a foreign property of ‘the taxpayer at 
that time. 


Pre-RSC History: See at end of s. 206.1. 


Interpretation Bulletins: IT-412R2: Foreign property of regis- 


tered plans. 


(3.1) Reorganizations, etc. — Where 


(a) a security (in this subsection referred to as the 
“new security”) is issued at a particular time by a 
corporation to a taxpayer 


(i) in exchange for another security acquired 
before the particular time by the taxpayer, and 


(ii) in the course of 


(A) a corporate merger or reorganization 
of capital, or 


(B) a transaction in which control of the 
corporation that issued the other security is 
_acquired by a person or a group of persons, 
and 


(b) the new security is foreign property at the par- 
ticular time, | 
for the purposes of applying subparagraph (2)(a)(ii1) 
to the taxpayer at or after the particular time, 
(c) the new security shall be deemed to have been 


last acquired by the taxpayer at the time the other 
security was last acquired by the taxpayer, 


(d) where the other security was not foreign prop- 
erty immediately before the particular time, the 
new security shall be deemed to have become 
foreign property at the particular time, and 


(e) where the other security was foreign property 
immediately before the particular time, the new 
security shall be deemed to have become foreign 
property at the time the other security became 
foreign property. 

History: Subsec. 206(3.1).added by 1994, c. 7, Sch. VIII (1993, c. 


24), subsec. 120(2), applicable to months ending after December 20), 
1990. 


Interpretation Bulletins: IT-412R2: Foreign property of regis- 
tered plans. : 


(4) Non-arm’s: length transactions — For the 
purposes of this Part, where a taxpayer has acquired 
property from a person with whom the taxpayer was 
not dealing at arm’s length for no consideration or 
for consideration less than the fair market value 
thereof at the time of the acquisition, the taxpayer 
shall be deemed to have acquired the property at that 
fair market value, and for those purposes, a trust 
shall be deemed not to deal at arm’s length with an- 
other trust if any person is beneficially interested in 
both trusts. 

Related Provisions: 251 — Arm’s length. 

Pre-RSC History: See at end of s. 206.1. 

Definitions [s. 206]: “active business” — 248(1); “affiliate” — 
206(1); “amount” — 248(1); “arm’s length” — 206(4), 251(1); 
“business” — 248(1); | “calendar year” — Interpretation Act 
37(1)(a); “Canada” — 255; “Canadian corporation” — 89(1), 
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248(1); “carrying value” — 206(1); “classof shares” — 248(6): 
“corporation” — 248(1), Interpretation Act 35(1); “cost amount” — 
248(1); “designated. value” — 206(1 .3);..“employed” — 248(1); 
“employed in Canada” — 206(1.3); “excluded share” — 206(1); 
“foreign property” — 206(1); “identical” — 248(12); “individ- 
ual” — 248(1); “investment activity” — 206(1); “investment corpo- 
ration” — 130(3)(a), 248(1); “majority interest partner” — 248(1); 
“mutual fund corporation” — 131(8), 248(1); “non-resident” — 
248(1); “person”, “prescribed”, “property” — 248(1); “qualified 
property” — 206(1); “province” — Interpretation Act 35(1); “regis- 
tered investment” — 204.4(1),-248(1); “regulation” — 248(1); “re- 
lated”.— 251(2); “‘share”,. “shareholder” — 248(1); “significant in- 
terest”, “small business investment amount’, “small business 
property” — 206(1); “specified active business” — 206(1); “tax- 
payer” — 248(1); “trust” — 248(1), (3): “writing” — Interpretation 
Act 35(1). r 5 i 


Forms [s. 206]: T3F: Investments prescribed to be qualified or not 
to be foreign property information return; T3RI: Registered invest- 
ment and income tax return. 


206.1 Tax in respect of acquisition of 
shares — Where at any time a taxpayer to which 
this Part applies makes an agreement (otherwise than 
as a consequence of the acquisition or writing by it 
of an option listed on a prescribed stock exchange) 
to acquire a share of the capital stock of a corpora- 


tion (otherwise than from the corporation) at a price 


that. may differ from the fair market value of. the 
share at the time the share may be acquired, the tax- 
payer shall, in respect of each month during which 
the taxpayer is a party to the agreement, pay a tax 
under this Part equal to the total of all amounts each 
of which is the amount, if any, by which 


(a) the amount of a dividend paid on the share at 
a time in the month at which the taxpayer is a 
party to the agreement 


exceeds 


(b) the amount, if any; of the dividend that is re- 
ceived by the taxpayer. | 


History: S. 206.1 amended by 1998, c. 19, s. 211, applicable to 
agreements entered into after 1992 except that, in its application to 
agreements entered into after 1992 and before April 26, 1995, s. 
206.1 shall be read as follows: ; 


206.1 Where at any time a taxpayer to which this Part applies 
enters into an agreement (otherwise than as a consequence of 
the acquisition or writing by it of an option listed on a pre- 
scribed stock exchange) to acquire a share of the capital stock 
of a corporation (otherwise than from the corporation) at a 
price that may differ from the fair market value of the share at 
the time the share may be acquired, the taxpayer shall, in re- 
spect of each month during which the taxpayer is a party to 
the agreement, pay a'tax under this Part equal to the lesser of 


(a) the total of all amounts each of which is the amount, 
if any, by which te 


(i) the amount of a dividend paid on the share at a 
time in the month at which the taxpayer is a party to 
the agreement 


exceeds 


(11) the amount, if any, of the dividend that is re- 
ceived by the taxpayer, and 


(b) 1% of the fair market value of the share at the time 
the agreement is entered into. j 


Income Tax Act 


The sec. formerly read: 


206.1 Tax in respect of acquisition of shares — Where at 
any time a taxpayer to which this Part applies enters into an 
agreement (otherwise than as a consequence of the acquisi- 
tion or writing by it of an option listed on a prescribed stock 
exchange) to acquire a share of the capital stock of a corpora- 
tion (otherwise than from the corporation) at a price that may 
differ from the fair market value thereof at the time the share 
may be acquired, the taxpayer shall, in respect of each month 
during which the taxpayer is a party to the agreement, pay a 

~ tax under this Part equal to 1% of the fair market value of the 
share at the time that the agreement is entered into. 


S. 206.1 substituted by 1994, c.7, Sch: II (1991; c. 49), s. 167, ap- 
plicable to agreements entered into after July 13, 1990. S. 206.1 for- 
merly read: 


- 206.1 Tax in respect of acquisition of shares — Where at 
any time a taxpayer to which this Part applies has entered into 
an agreement (otherwise than pursuant to the acquisition or 
writing by it of an option listed on ‘a prescribed stock ex- 
change) to acquire shares of the capital’stock of a corporation 
from a person other than the corporation ‘at a price that may 
differ from the fair market value thereof at the time they may 

_ be acquired, the taxpayer shall, in respect of each month dur- 
ing which it is a party to the agreement, pay a tax under this 
Part equal to 1% of the maximum amount that the taxpayer is 
or may be required to pay for the shares under the agreement. 


Pre-RSC History [ss. 206, 206.1]: The definition “small busi- 
ness investment amount” in subsec: 206(1) amended, to substitute 
“the cost amounts of all small business properties to the taxpayer” 
for “the fair market values, at the time of acquisition, of all. smail 
business properties of the taxpayer”; subsecs. 206(2), (4) substituted 
by 1987, c. 46, subsecs. 61(1), (2), (4), applicable in respect of 
months ending after January 1, 1988 or months ending after such 
earlier'date after 1984 as the taxpayer elects in his return under Part 


Xi of the Act for 1987. Subsecs. 206(2), (4) formerly read: 


(2) Tax payable ~— Where at the end of any month 


(a) the aggregate of all amounts each of which is the fair 
market value, at the time of its acquisition by a taxpayer 
described in any of paragraphs 205(a) to (f), of a foreign 
property of the taxpayer, other than, where the taxpayer 
is described in any of paragraphs 205(b) to (e), a foreign 
property that was not at the end of the month a qualified 
investment of the taxpayer (within the meaning assigned 
by paragraph 204(e), subsection 146(1), 146.2(1). or 
'146.3(1), as the case may: be) : 


exceeds the aggregate of 


(b) 10% of the aggregate of all amounts each of which is 
the fair market value, at the time of its acquisition, of a 
property of the taxpayer, and 


(c) in the case of a taxpayer described in paragraph 
205(a), (b), (c) or (e), other than’a taxpayer described in 
paragraph 149(1)(0.2), the lesser of 


(i) three times the small business investment amount 
of the taxpayer for the month, and 


(ii) two times the amount determined. under para- 
graph (b), 


the taxpayer shall, in respect of that month, pay a tax under 
this Part equal to 1% of the lesser of such excess and the ag- 
gregate of all amounts each of which is the fair market value, 
at the time of its acquisition, of each of its foreign properties 
that was acquired by it after June 18, 1971. 


(4) Fair market value of small business property — For 
the purposes of this section and subsection 207.1(5), the fair 
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market value at the time of acquisition. of a small business 
property of a taxpayer or partnership 


(a) shall be reduced by the-amount of any return or distri- 
bution of-capital received by the taxpayer or partnership, 
as the case may be, in respect of the property; and 


(b) shall be increased by the amount of any contribution 
of capital (otherwise than by way of loan) made by the 
taxpayer or partnership, as the case may be, in respect of 
the property, subsequent to the acquisition of the 
property. 


Subsec. 206(2.1) added by 1987, c. 46, subsec. 6103), edits to 
months ending after 1986. 


Para. (d.1) of the definition “foreign HY as in subsec. 206(1) ad- 
ded by 1986, c. 55, subsec. 72(1), applicable in respect of shares 
and indebtedness acquired after December 4, 1985, otherwise than 
pursuant to an agreement in writing entered into before 5:00 p.m. 
Eastern Standard Time on December 4, 1985. 


All that portion of the definition “small business pe follow- 
ing para. (d) in. subsec. 206(1) substituted by. 1986, c. 55, subsec. 
72(2), applicable with respect to periods occurring after October 31, 
1985. That portion formerly read: 


where the taxpayer is the first person (other than a broker or 
dealer in securities) to have acquired the property and the tax- 
payer has owned the property continuously since it was so 
acquired. 


Ss. 206, 206.1 substituted for formers, 206 by 1986, c, ‘ s. 110, 
applicable with respect to periods occurring after October 31, 1985, 
except that in the application of subsec. 206(2) the amount deter- 
minéd under para. (c) thereof shall be deemed to be nil for the pe- 
riod that is before 1986. S. 206 formerly read: 


206. (1) Tax payable — Where at the end of any month, 


(a) the aggregate of all amounts each of which is the fair 
market value, at the time of its acquisition by a taxpayer 
described in any of paragraphs 205(a) to (f), of a foreign 
property of the taxpayer, other than, where the taxpayer 
is described in any of paragraphs 205(b) to (e), a foreign 
property that was not at the end of the month a qualified 
investment of the taxpayer (within the meaning assigned 
by paragraph 204(e), subsection 146(1), 146. ath) or 
146.3(1), as the case nay be,): 


exceeds 


(b) 10% of the aggregate of all amounts each of which is 
the fair market value, at the time of its acquisition, of a 
property of the taxpayer, 


the taxpayer shall, in respect of that month, pay a tax under 
this Part equal to 1% of the lesser of such excess and the ag- 
gregate of all amounts each of which is the fair market value, 
at the time of its acquisition, of each of its foreign properties 
that was acquired by it after June 18, 1971. 


(1.1) Idem — Where at any time a taxpayer to which this 
Part applies has entered into an agreement (otherwise than 
pursuant to the acquisition by it of an option listed ona pre-. . 
scribed stock exchange) to acquire shares of the capital stock 
of a corporation from a person other than the corporation at a 
price that may differ from the fair market value thereof at the 
time they may be acquired, the taxpayer shall, in respect of 
each month after 1979 during which it is a party to the agree- 
ment, pay a tax under this Part equal to 1% of the maximum 
amount that the taxpayer is or may be required to pay for the 
shares under the agreement. 


(2) “Foreign property” defined — In this section, “foreign 
property” means 


(a) tangible property situated outside Canada except auto- 
motive equipment registered in Canada, 
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(b) automotive equipment not registered in Canada pur- 
suant to the laws of Canada or a province, 


(c) intangible property (other than property described in 
paragraph (d), (e) or (f)) situated outside Canada includ- 
ing, without restricting the generality of the foregoing, 
any patent under the laws of a country other than Canada 
and any licence in respect thereof, 


(d) any share of the capital stock of a corporation other 
than a Canadian corporation, 


(e) any share of the capital stock of a mutual fund corpo- 
ration that is neither an investment corporation nor a reg- 
istered investment, except as prescribed by. regulation, 


-(e.1) any property that, under the terms or conditions 
thereof or any agreement relating thereto, is convertible 

. into, is exchangeable for or confers a right to acquire, 
property that is foreign property, but not including prop- 
erty that is 


(i) a share of the capital stock of a Canadian corpora- 
tion listed on a prescribed stock exchange in Canada, 
or 


(ii) a right issued before 1984 and listed on a pre- 
scribed stock exchange in Canada to acquire a share 
of the capital stock of a Canadian corporation, 


(f) any bond, debenture, mortgage, hypothec, note or 
similar obligation of, or issued by, a person not resident 
in Canada, except any such bond, debenture, mortgage, 
hypothec, note or similar obligation issued. or guaranteed 


(i) the International Bank for Reconstruction and 
Development, 


(ii) the Inter-American Development Bank, or 
(iii) the Asian Development Bank, or 
(iv) the Caribbean Development Bank, 


(g) any interest in or right to any property that is foreign 
property by virtue of paragraphs (a) to (f), and_ 


(h) except as prescribed by regulation, any interest in, or 
right to acquire an interest in, a trust (other than a regis- 
tered investment) or a partnership. 


(3) Idem — Notwithstanding subsection (2), a share of the 
capital stock of an investment corporation that is not a regis- 
tered investment acquired after October 13, 1971 by a tax- 
payer to whom this Part applies and held by him at a particu- 
lar time shall, except as prescribed by regulation, be deemed 
to be a foreign property held by the taxpayer at that time. 


Para. 206(2)(e.1) substituted by 1984, c. 45, s. 86, (as amended by 
1986, c. 6, s. 130, deemed in force December 20, 1984), to delete 
“Gssued before 1984 and” from after “Canadian corporation” in sub- 
para. (i) and to delete subpara. (iii), applicable after 1983 . Subpara. 


- (iii) formerly read: 


(iii) a share of the capital stock of a Canadian corporation 
listed on a prescribed stock exchange in Canada and acquired 
pursuant to the exercise of a right referred to in subparagraph 
(ii), 
Para. 206(2)(e.1) substituted by gia c. 1, s. 97, applicable after 
November 12, 1981. 


Subsec. 206(1) substituted by 1980-81-82-83, c. 140, subsec. 
117(1), applicable after December TI, 1979. 


Subsec. 206(1.1) substituted by 1980-81-82-83, c. 140, subsec. 
117(2), applicable with respect to PETER entered into after De- 
cember 11, 1979. 


Para. 206(2)(e.1) added by 1980-81-82-83, c. 140, subsec. 117(3), 
applicable after November 12, 1981. 
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Subsec. 206(1) substituted by 1980-81-82-83, c. 48, subsec. 96(1), 
applicable with respect to the holding of property after December 
11, 1979, Subsec. 206(1) formerly read: 


206. (1) Where, at the end of any month after 1971, ° 


(a) the cost to a taxpayer to whom this Part applies of all 
foreign property held by it at that time, other than 


(i) in the case of a trust governed by a registered re- 
tirement savings plan, property that was at that time 
not a qualified investment (within the meaning as- 
signed by subsection 146(1)), 


(ii) in the case of a trust governed by a deferred 
profit sharing plan, property that was at that time not 
a qualified investment (within the meaning assigned 
by section 204), 


(ii) in the case of a trust governed by a registered 
home ownership savings plan, property that was at 
that time not a qualified investment (within the 
meaning assigned by subsection 146,2(1)), or 


(iv) in the case of a trust governed by a registered 
retirement income fund, property that was at that 
lime not a qualified investment (within the meaning 
assigned by subsection 146.3(1)) 


exceeds 


(b) 10% of the cost to it of all property held by it at that 
time, 


the taxpayer shall, in respect of that month, pay a tax under 
this Part equal to 1% of the lesset of such excess and the cost 
to it of all foreign property held by it at that time that was 
acquired by it after June 18, 1971. 


Subsec. 206(1.1) added by 1980-8 1-82-83, c. 48, subsec. 96(2), ap- 
plicable with respect to agreements entered into after December 11, 
1979. 


Paras. 206(2)(e), (h) and subsec. 206(3) substituted by 1980-8 1-82- 
83, c. 48, subsecs. 96(3), (4),, applicable to 1981 et. seq. Paras. 
206(2)(e), (h) formerly read: 


(e) any share of the capital stock of a mutual fund corporation 
that is not an investment corporation, except as prescribed by 
regulation, 


(h) any interest in, or right to acquire an interest in, a trust or 
partnership, except as prescribed by regulation. 


Subsec. 206(3). substituted by 1980-81-82-83, c, 48, subsec. 96(5), 
applicable to 1981 et seg. Subsec. 206(3) formerly read: 


(3) Notwithstanding subsection (2), a share of: the capital 
stock of an investment corporation acquired after October 13, 
1971 by a taxpayer to whom this Part applies and held by him 
at a particular time shall, except as prescribed by regulation, 
be deemed to be a foreign property held by the taxpayer at 
that time. 


Subpara. 206(1)(a)(iv) added by 1977-78, c. 32, s. 46. 
Para. 206(1)(a) substituted by 1976-77;¢, °4.;s:} 70: applicable to 
1976 et seq. Para. 206(1)(a) formerly read; 
(a) the cost to a taxpayer to whom this Part applies of all-for- 
eign property held by it at that time 
Paras. 206(2)(f), (g) substituted by 1973-74, c. 14, s. 65, deemed to 
have come into force December 23, 1971. 
Definitions [s. 206.1]: “amount” — 248(1); “corporation” — 
248(1), Interpretation Act 35(1); “person”, “prescribed” — 248(1); 


“registered investment” — 204.4(1), 248(1); “share”, “taxpayer” — 
248(1); “writing” — Interpretation Act 35(1). 

Regulations [s. 206.1]: 3200, 3201 (prescribed stock exchanges, 
both in Canada and outside Canada). 


I.T. Application Rules [s. 206.1]: 65(1), (1.1) and (5) (property 
acquired before July 1972). 


Income Tax Act 


Information Circulars [s. 206.1]: 77-1R4: Deferred profit shar- 
ing plans. 


Forms [s. 206.1]: T3ATH-IND: Amateur athlete trust income tax 
return; T3P: Employees’ pension plan information and ’income tax 
return; T3RI: Registered investment and income tax return; T2000: 
Calculation of tax under section 206.1. on agreements to acquire 
shares. 


207. (1) Return and payment of tax — Within 
90 days after the end of each year after 1971, a tax- 
payer to whom this Part applies shall 


(a) file with the Minister a return for the year 
under this Part in prescribed form and containing 
prescribed information, without notice or demand. 
therefor; 


(b) estimate in the return the amount of tax, if 
any, payable by the taxpayer under this Part in 
Tespect of each month in the year; and 


(c) pay to the Receiver General the amount of 
tax, if any, payable by the taxpayer under this 
Part in respect of each month in the year. 


Related Provisions: 150.1(5) — Electronic filing; 207.1(1) — 
Tax payable by RRSP. 


Interpretation Bulletins: 
investments. 


IT-320R2: RRSP — qualified 


Information Circulars: 78-14R2: Guidelines for trust companies 
and others. 


Forms: T3D: Deferred profit sharing plan or revoked plan informa- 
tion return and income tax return: T3P: Employees’ pension plan 
information and income tax return; T3R-IND: Registered retirement 
savings plan individual information and income tax return; T3R-G: 
Registered: retirement savings plan group information return; 
T3RIF-IND: RRIF individual information return and income tax 
return. 


(2) Liability. of trustee — Where the trustee of a 
taxpayer that is liable to pay tax under this Part does 
not remit to the Receiver General the amount of the 
tax within the time specified in subsection (1), the 
trustee is personally liable to pay on behalf of the 
taxpayer the full amount of the tax and is entitled to 
recover from the taxpayer any amount paid by the 
trustee as tax under this section. 


(3) Provisions applicable to Part — Subsections 
150(2).and (3), sections 152 and 158, subsections 
161(1) and (11), sections 162 to 167 and Division J 
of Part I are applicable to this Part with such modifi- 
cations as the circumstances. require. 


Pre-RSC History [s. 207]: Subsec. 207(3) substituted by 1986, c. 
6, s. 111. Subsec. 207(3) formerly read: 


(3) Provisions applicable to Part — Subsections 150(2) and 
(3), subsection 161(1), sections 152, 158 and 162 to 167, and 
Division J of Part I are applicable mutatis mutandis to this 
Part. 


“Receiver General” substituted for “Receiver General of Canada” 
by 1980-81-82-83, c. 48, s. 115. 


Definitions [s. 207]: “amount”, “Minister”, “prescribed”, “tax- 
payer” — 248(1). 


Information Circulars [s. 207]: 77-1R4: Deferred profit sharing 
plans. 
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Part X!.1 — Tax in respect of 
Certain Property Held by. 
Trusts Governed by 

- Deferred Income Plans 


207.1 (1) Tax payable by trust under 


registered retirement savings plan — Where, 
at the end of any month, a trust governed by a regis- 
tered retirement savings plan holds property that is 
neither a qualified investment. (within the meaning 
assigned by. subsection 146(1)) nora life insurance 
policy in respect of which; but; for: subsection 
146(11), subsection 146(10) would have applied as a 


consequence of its acquisition, the trust shall, in re- | 


spect of that month, pay a tax under this Part equal to 
1% of the fair market value of the property at the 
time it was acquired by the trust of all such property 
held by it at the end of the month, other than 


(a) property, the fair market value of which was 
included, by virtue of subsection 146(10), in 


computing the income, for any year, of an annui- | 


tant (within the meaning assigned by subsection 
146(1)) under the plan; and che 


(b) property acquired by the trust before August 

Bar TOPO gts : 
Related Provisions: 146(10) — Tax.on beneficiary when RRSP 
acquires non-qualified investment; 146(10.1) — Tax on RRSP’s in- 
come ftom non-qualified investment; 205 — Application of Part 
XI — deferred income plan trust property; 206-— Tax payable; 
207.2 — Return and payment of tax; 259(1) — Proportional hold- 
ings in trust property. : Se 
Interpretation Bulletins: “IT-320R2: RRSP — qualified 
investments. 
(2) Tax payable by trust under deferred profit 
sharing plan — Where, at the end of any month, a 
trust governed by, a deferred profit sharing plan holds 
property that is neither a qualified investment 
(within the meaning assigned by section 204) nor a 
life insurance policy (referred to in paragraphs 
198(6)(c) to: (e): or: subsection 198(6.1)), the trust 
shall, in respect of that month, pay a tax under this 
Part equal to 1% of the fair market value of the prop- 
erty at the time it was acquired by the trust of all 
such property held by it at the end of the month, 
other than at 


(a) property in respect of the acquisition of which 
the trust has paid or is liable to pay a tax under 
subsection 198(1); and 


(b) property acquired by the trust before Augus 
Dirk Phe | 


Related Provisions: 198(1) — Tax on acquisition of non-quali- 


fied investment; 205 — Application of Part XI — deferred income 
plan trust property; 206 — Tax payable; 207.2 — Return and. pay- 
ment of tax; 259(1) — Proportional holdings in trust property. 


(3) [Repealed under former Act] 


(4) Tax payable by trust under registered 
retirement income fund — Where, at the end of 


S. 207.1 


any month after 1978, a trust governed by a regis- 
tered retirement income fund holds property that is 
not a qualified investment (within the meaning as- 
signed by subsection 146.3(1)), the trust shall, in re- 
spect of that month, pay a tax under this Part equal to 
1% of the fair market value of the property at the 
time it was acquired by the trust of all such property 
held by it at the end of the month other than prop- 
erty, the fair market value of which was included by 
virtue of subsection 146.3(7) in computing the in- 
come for any year of an annuitant (within the mean- 
ing assigned by subsection 146.3(1)) under the fund. 
Related Provisions: 146.3(7) — Tax on beneficiary when RRIF 
acquires non-qualified investment; 146.3(9) — Tax on income from 
non-qualified investments; 205 — Application of Part XI — de- 
ferred income plan trust property; 206 — Tax payable; '207.2 — Re- 
turn and payment of tax; 259(1) — Proportional holdings. in trust 
property. 


(5) [Repealed] 


History: Subsec. 207.1(5) repealed by 1994, c. 8, s. 31, applicable 
to property held .after October 1985. Subsec. (5) formerly read: 


(5) Tax on excessive small business property hold- 
ings — Where atthe end of any month.a trust governed by a 
registered retirement savings plan or registered retirement in- 
come fund holds a prescribed property, the trust shall, in re- 
spect of that month, pay'a tax under this Part equal to 17% of 
the amount, if any, by which 


(a) the total of the fair market values, at the time of ac- 
quisition, of all prescribed properties held by the trust at 
the end of the month 


exceeds . 


(b) 50% of the total of the fair market values, at the time 
of acquisition, of all properties held by the trust at the 
end of the month. 


Related Provisions: 205 — Application of Part XI— deferred 
income plan trust property; 206 — Tax payable; 207.2 — Return 
and payment of tax; 259(1)— Proportional holdings in trust 
property. 

Pre-RSC History [s. 207.1]: Subsec. 207.1(3) repealed by 1986, 
c. 6, subsec. 112(1), applicable to months ending after 1985. Sub- 
sec. 207.1(3) formerly read: 


(3) Tax payable by registered home ownership savings 
plan — Where, at the end of any month, a trust governed by 
a registered home ownership savings plan holds property, that 
is not a qualified investment (within the meaning assigned by 
subsection 146.2(1)), the trust shall, in respect of that month, 
pay a tax under this Part equal to 1% of the fair market value 
of the property at the time it was acquired by the trust of all 
such property held by it at the end of the month other than 
property, the fair market value of which was included by vir- 
tue of subsection 146.2(12), in computing the income for any 
year of the beneficiary (within the meaning assigned by sub- 
section 146.2(1)) under the plan. 


Subsec. 207.1(5) added by 1986, c. 6, subsec. 112(2), applicable 
with respect to property held after October 31, 1985. 


All that portion of subsec. 207.1(1) preceding para. (b), all that por- 
tion of subsec. 207.1(2) preceding para. (a) substituted by 1979, c. 
5, subsecs. 59(1), (2), applicable to 1973 et seq. except that in re- 
spect'of the holding of property before November 17, 1978, any ref- 
erence in subsec. 207.1(1) or (2), as amended by subsec. 59(1) or 
(2), to “fair market value” is to be read as a reference to “cost”. 
Subsecs. 207.1(1), (2) formerly read: 


207.1:(1) Where, at the end of any month after 1972, a trust 
governed by a registered retirement savings plan holds prop- 
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erty that is not a qualified investment (within the meaning as- 
signed by subsection 146(1)), the trust shall, in respect of that 
month, pay a tax under this Part equal to 1% of the cost to it 
of all such property held’ by it at that time, other than 


(a) property, the cost of acquisition of which was in- 
cluded, under ‘subsection 146(10),..in computing the in- 
come, for any year, of the taxpayer who is the annuitant 
under the plan; and 


(2) Where, at the end of any month after 1972, a trust goy- 
erned by a deferred profit sharing plan holds property that is 
not a qualified investment (within the meaning assigned by 
section 204)! or a life insurance policy (referred to in: 
paragraphs 198(6)(c)'to (é) or subsection 198(6.1)), the trust 
shall, in respect of that month, pay a tax under this Part equal 
to 1% of the cost to it of all such property held by it at that 
time, other than 


Subsecs. 207.1(3), (4) substituted by 1979, c. 5, subsec. 59(3), ap- 
plicable in respect of the hoiding of property after November’ 16, 
1978. Subsecs. 207:1(3), (4) formerly read: 


(3) Where, at the end of any month after 1973, a trust gov- 
erned by a registered home ownership savings plan holds 
property that is not a qualified investment (within the mean- 
ing assigned by: subsection 146.2(1)),’the trust shall, in re- 
spect.of that month, pay a tax under this Part equal to 1% of 
the cost to it of all such property held by it at that time other 
than property, the cost of acquisition of which was included 
by virtue of subsection 146.2(12), in computing the income 
for any, year of the taxpayer who is the beneficiary under the 
plan. 


(4) Where, at the end of any month after 1978, a trust’ gov- 
erned by a registered retirement income fund holds property 
that is not a qualified investment (within the meaning as- 
signed by subsection 146.3(1)), the trust shall, in respect of 
that month, pay a tax under this Part equal to 1% of the cost 
to it of all such property held by it at that time other than 
property, the cost of acquisition of which was included by 
virtue of subsection 146.3(7) in computing the income for 
any year of a taxpayer who was the annuitant under the fund. 


Subsec, 207.1(4) added by. 1977-78, c..32,.s. 47. | 


All that portion of subsec. 207.1(2) preceding para. (a) substituted, 
subsec. 207.1(3) added by 1974-75-76, c. 26, subsecs. 116(1), (2), 
applicable, as to’ that portion of subsec. 207.1(2), to 1973 et Seq., 
and, as to'subsec. 207.1(3); to 1974 et seq. That portion of subsec. 
207.1(2)- formerly read: 


(2) Tax payable by DPSP — Where, at the end of any 
month after 1972, a trust- governed by a deferred profit shar- 
ing plan holds property that is not a qualified investment 
(within the meaning assigned by section 204), the trust shall, 
in respect of that month, pay a tax under this Part equal to 1% 
of the cost to it of all such property held by: it at that time, 
other than 


S. 207.1 added by 1973-74, c..30, s. 23. 


Definitions [s. 207.1]: “deferred profit sharing plan” — 147(1), 
248(1); “life insurance policy” — 138(12), 248(1); “property”? — 
248(1); “registered retirement income fund”? — 146.3(1),. 248(1); 
“registered retirement savings plan” — 146(1), 248(1); “trust”? — 
104(1), 248(1), (3). 


Regulations [s. 207.1]: 4901(1.1) (prescribed property). 


Information Circulars [s. 207.1]: 77-1R4: Deferred profit shar- 
ing plans. 


Income Tax Act 


207.2 (1) Return and payment of tax — Within 
90 days after the end of each year, a taxpayer to 
whom this Part applies shall . 


(a) file with the Minister a-return for the year 
under this Part in prescribed form and containing 
prescribed information, without notice or demand 
therefor; 


(b) estimate in the return the-amount of tax, if 
any, payable by it under this Part in respect of 
each month in the year; and 


(c) pay to the Receiver General the amount of 
tax, if any, payable by it under this Part in respect 
of each month in the year. 


Related Provisions: 150.1(5) — Electronic filing. 
Interpretation Bulletins: IT-320R2: RRSP — qualified 
investments. 


Information Circulars: 78-14R2: Guidelines for trust companies 
and others. 


Forms: T3D: Deferred profit sharing plan or revoked plan informa- 
tion and income tax return; T3R-G: RRSP group information return; 
T3R-IND: RRSP individual information return and income tax re- 
turn; T3RIF-IND: RRIF individual information return and income 
tax return. 


(2) Liability of trustee — Where the trustee of a 
trust that is liable to pay tax under this Part does not 
remit to the Receiver General the amount of the tax 
within the time specified in subsection (1), the trus- 
tee is personally liable to pay on behalf of the trust 
the full amount of the tax and is entitled to recover 
from the trust any amount paid by the trustee as tax 
under this section. Hag d 


(3) Provisions applicable to Part — Subsections 
150(2) and (3), sections 152 and 158, subsections 
161(1) and (11), sections 162 to 167 and Division J 
of Part I are applicable to this Part with such modifi- 
cations as the circumstances require. 


Pre-RSC History [s. 207.2]: Subsec. 207.2(3) substituted by 
1986, c. 6, s. 113. Subsec. 207.2(3) formerly read: 


(3) Provisions applicable to Part — Subsections 150(2) and 
(3), subsection 161(1), sections 152, 158 and 162 to 167 and 
Division J of Part I are applicable mutatis mutandis to this 
Part. 


“Receiver General” substituted for “Receiver General of Canada” 
by 1980-81-82-83, c. 48, s, 115. 


All that portion of subsec. 207.2(1) preceding para. (a) substituted 
by 1979, c. 5, s. 60, applicable to 1978 et seq. That portion formerly 
read: 


207.2 (1) Within 90 days after the end of each year, after 
1972, a trust governed by a registered retirement savings 
plan, by a deferred profit sharing plan or by a registered home 
ownership savings plan shall (cd 


All that portion of subsec. 207.2(1) preceding para. (a) substituted 
by 1974-75-76, c. 26, subsec. 116(3), applicable to 1974. et seq. 
That portion formerly read: 


207.2 (1) Within 90 days after the end of each year after 
1972, a trust governed by a registered retirement savings plan 
or by a deferred profit sharing plan shall 


S. 207.2 added by 1973-74, c. 30, s. 23. 


Definitions [s. 207.2]: “amount”, “Minister”, “prescribed”, “tax- 
payer” — 248(1); “trust” — 104(1); 248(1), (3). 
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Part XI:2 — Tax in respect of 
Dispositions of Certain 
| Properties 


207.3 Tax payable by institution or public au- 
thority — Any institution or public authority that, at 
any time in a year, disposes of an object within 5 
years after the object became.an object described in 
subparagraph 39(1)(a)(i.1) shall, in respect of that 
year, pay a tax under this Part equal to 30% of the 
fair market Value of the object at the time the object 
was so disposed of, unless the disposition was made 
to another institution or public authority that was, at 
the time of the disposition, designated under subsec- 
tion 32(2) of the Cultural Property Export and Im- 
port Act either generally or for a specified purpose 
related to that object. 


Related Provisions: 118.1(7.1) — Bo tax on deemed eheptaiunn 
upon gift of cultural property. 


S. 207.4(1) 


History: S. 207.3 substituted by 1994, c.7; Sch. II (1991,.c. 49), s. 


168, applicable to dispositions after December 11, 1988. S. 207.3 
formerly read: 


207.3 Tax payable by institution or public authority in 
Canada — Any. institution’ or public: authority that, at any 
time in a year, disposes of an, object within five years of the: 
object becoming an object described in subparagraph 
39(1)(a)G.1) shall, in respect of that year, pay a tax under this 
Part equal to thirty per cent of the fair market value of the 
object at the time the object was so disposed of, unless the 
disposition was made to another institution or public author- 
ity that was, at the time of the disposition, designated under 
subsection 32(2) of the Cultural Property Export and Import 
Act either generally or for a purpose related to that object. 


Interpretation Bulletins: IT-407R4: Dispositions of cultural 
property to designated Canadian institutions. 


207.31 Tax payable by recipient of an 
ecological gift — Any charity or municipality that, 
at any time in a taxation year, without the authoriza- 
tion of the Minister of the Environment, or a person 
designated by that Minister, disposes or changes the 
use of a property described in paragraph 110.1(1)(d) 
or in the definition “total ecological gifts” in subsec- 
tion 118.1(1) and given to the charity or municipality 
after February 27, 1995 shall, in respect-of the year 
pay a tax under this Part equal to 50% of the fair 
market value of the property at the time of the dispo- 
sition or change. 


Related Provisions: 110.1(5), 118.1012) — Fair market value of 
ecological servitude, covenant or easement; 207.4(1) — Return and 
payment of tax. ' 


History: S. 207.31 added by 1996," 21; °S59;, ae after 
February; 27, 1995. 


Definitions [s.207.31]: “fair market value” — 110.1(5); “prop- 
erty” — 248(1); “taxation year” — 249. 


207.4 (1) Return and payment of tax — Any in- 
stitution, public authority, charity or municipality 
that is liable to pay a tax under subsection 207.3 or 
207.31 in respect of a year shall, within 90 days after 
the end of the. year, 


(a) file. with the Minister a return for the year 
under this Part in prescribed form and containing 
prescribed information without notice or demand 
therefor; 


(b) estimate in the return the amount of tax paya- 
ble by it under this Part in respect of the year; and 


(c) pay to the Receiver General the amount of tax 
payable by it under this Part in respect of the 
year. 

Related Provisions: 150.1(5) — Electronic filing. 

History: The opening words of subsec. 207.4(1) amended by 1996, 


c. 21, s. 54, applicable after February 27, 1995. The opening words 
formerly read: 


(1) Return and payment of tax — Any institution or public 
authority that is liable to pay a tax under section 207.3 in re- 
spect of a year shall, within 90 days after the end of that year, 


Forms: T1913: Part XI.2 tax return — tax in respect of the disposi- 
tion of certain properties. 
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(2) Provisions applicable to Part — Subsections 
150(2) and (3), sections 152 and 158, subsections 
161(1) and (11), sections 162 to 167 and Division J 
of Part I are applicable to this Part with such modifi- 
cations as the circumstances require. 

Definitions [s. 207.4]: “Minister”, “prescribed” — 248(1). 


History: The heading of Part XI.2 amended by, 1996 2c. 21.8. 52; 
applicable after February 27, 1995. The heading formerly read “Tax 
in respect of Certain Property Disposed of by Certain Public Au- 
thorities or Institutions”. 


Pre-RSC History [Part XI.2]: Subsec. 207.4(2) substituted by 
1986, c: 6, s. 114. Subsec. 207.4(2) formerly read: 


(2) Provisions applicable to Part — Subsections 150(2) and 
(3), sections 152 and 158, subsection 161(1) and sections 162 
to 167 and Division J of Part I are applicable mutatis. mutan- 
dis to this Part. 


Part XI.2 (ss..207.3, 207.4) added by 1974-75-76, £790, 8, 54,in 
force from September 6, 1977. 


Part XI.3 — Tax in respect of 
Retirement Compensation 
Arrangements 


207.5 (1) Definitions — In this Part, 


“RCA trust” under a retirement compensation ar- 
rangement means 


(a) any trust deemed by subsection 207.6(1) to be 
created in respect of subject property of the ar- 
rangement, and 


(b) any trust governed by the arrangement; 


“refundable tax’’ of a retirement compensation ar- 
Tangement at the end of a taxation year of an RCA 
trust under the arrangement means the amount, if 
any, by which the total of 


(a) 50% of all contributions made under the ar- 
rangement while it was a retirement compensa- 
tion arrangement and before the end of the year, 
and 


(b) 50% of the amount, if any, by which 


(i) the total of all amounts each of which is the 
income (determined as if this Act were read 
without reference to paragraph 82(1)(b)) of an 
RCA trust under the arrangement from a busi- 
hess or property for the year or a preceding 
taxation year or a capital gain of the trust for 
the year or a preceding taxation year, 


exceeds 


(i1) the total of all amounts each of which is a 
loss of an RCA trust under the arrangement 
from a business or property for the year or a 
preceding taxation year or a capital loss of the 
trust for the year or a preceding taxation year, 


exceeds 


(c) 50% of all amounts paid as distributions to 
one or more persons (including amounts that are 
required by paragraph 12(1)(n.3) to be included 
in computing the recipient’s income) under the 


Income Tax Act 


arrangement while it was a retirement compensa- 
tion arrangement and before the end of the year, 
other than a distribution paid where it is estab- 
lished, by subsequent events or otherwise, that 
the distribution was paid as part of a series of 
payments and refunds of contributions under the 
alrangement; 

Related Provisions: 207.5(2) — Deemed refundable tax on elec- 

tion; 207.6(7)(c) — Where amount transferred from one RCA to an- 


other. See additional Related provisions and Definitions at end of 
Part XI.3. 


“subject property of a retirement compensation 
arrangement” means property that is held in con- 
nection with the arrangement. 


(2) Election — Notwithstanding the definition “re- 
fundable tax” in subsection (1), where the custodian 
of a retirement compensation airangement so elects 
in the return under this Part for a taxation year of an 
RCA trust under the arrangement and all the subject 
property, if any, of the arrangement (other than a 
right to claim a refund under subsection 164(1) or 
207.7(2)) at the end of the year consists only of cash, 
debt obligations, shares listed on a prescribed stock 
exchange, or any combination thereof, an amount 

equal to the total of 


(a) the amount of that cash at the end of the year, 


(b) the total of all amounts each of which is the 
greater of the principal amount of such a debt ob- 
ligation outstanding at the end of the year and the 
fair market value of the obligation at the end of 
the year, and 


(c) the fair market value of those shares at the end 
of the year 


shall be deemed for the purposes of this Part to be 
the refundable tax of the arrangement at the end of 
the year. 

Related Provisions: See Related provisions at end of Part XI.3. 
Definitions [s. 207.5]: “amount” — 248(1); “capital gain”, “capi- 
tal loss” — 39(1), 248(1); “person”, “prescribed”, “property” — 
248(1); “RCA trust”, “refundable tax” — 207.5(1); “retirement 
compensation arrangement” — 248(1); “series of transactions? — 
248(10); “share” — 248(1); “subject property” — 207.5(1); “taxa- 
tion year” — 249; “trust” —104(1), 248(1), (3). 


Regulations [s. 207.5]: 3200, 3201 (prescribed stock exchanges), 


Forms [s. 207.5]: T735: Withholding tax remitter for retirement 
compensation arrangements. 


207.6 (1) Creation of trust — In respect of the 
subject property of a retirement compensation ar- 
rangement, other than subject property of the ar- 
rangement held by a trust governed by a retirement 
compensation arrangement, for the purposes of this 
Part and Part I, the following rules apply: 


(a) an inter vivos trust is deemed to be created on 
the day that the arrangement is established; 


(b) the subject property of the arrangement is 
deemed to be property of the trust and not to be 
property of any other person; and 


1610 


Part XI.3 — Tax re Retirement Compensation Arrangements 


(c) the custodian of the arrangement is deemed to 
be the trustee having ownership or control of the 
trust property. (Ot 


Related Provisions: 207.6(7) — Transfer from RCA to another 
RCA. See also Related provisions and Definitions at end of Part 
XI.3. ; 


(2) Life. insurance policies — For the purposes 
of this Part and Part I, where by virtue of a plan or 
arrangement an employer is obliged to provide bene- 
fits that are to be received or enjoyed by any person 
on, after or in contemplation of any substantial 
change in the services rendered .by a taxpayer, the 
retirement of a taxpayer or the loss of an office. or 
employment of a taxpayer, and where the employer, 
former.employer or a person: or partnership. with 
whom the employer or former employer doesnot 
deal at arm’s length acquires an interest in a life in- 
surance policy that may reasonably be considered to 
be acquired to fund, in whole or in part, those bene- 
fits, the following rules apply in respect of the plan 
or arrangement if it is not otherwise a retirement 


compensation arrangement and is not excluded from | 


the definition “retirement compensation arrange- 
ment”, in subsection 248(1), by any of paragraphs 
(a) to (1) and (n) thereof: 


(a) the person or partnership that acquired the in- 
“terest is'deemed to be the custodian of a retire- 
ment compensation arrangement; 


(b) the interest is deemed to be subject property 
of the retirement compensation arrangement; 


(c) an amount equal to twice the amount of any 
premium paid in respect of the interest or any re- 
payment of a policy loan thereunder is deemed to 
be a contribution under the retirement compensa- 
tion arrangement; and ~ 


(d) any payment received in respect of the inter- 
est, including a policy loan, and any amount re- 
ceived as a refund of refundable tax is deemed to 
be an amount received out of or under the retire- 
ment compensation arrangement by the recipient 
and not to be a payment of any other amount. 


(3) Incorporated employee — For the purpose of 
the provisions of this Act relating to retirement.com- 
pensation arrangements, where 


(a) a corporation that at any time carried on a per- 
sonal services business, or an employee of the 
corporation, enters into’a plan or arrangement 
with a person or partnership (referred to in this 


subsection as the “employer”) to whom or which 


the corporation renders services, and 


(b) the plan or arrangement provides for benefits 
to be received or enjoyed by any person on, after 
or in contemplation of the cessation of, or any 
substantial change in, the services rendered by 
the corporation, or an. employee of the corpora- 
tion, to the employer, 


S. 207.6(5) 


the following rules apply: 


(c) the employer and the corporation are deemed 
to be an employer and employee, respectively, in 
relation to each other, and 


(d) any benefits to be received or enjoyed by any 
person under the plan or arrangement are deemed 
to be benefits to be received or enjoyed by the 
person. on, after or in contemplation of a substan- 
tial change in the services rendered by. the 
corporation. 

Related Provisions: 18(1)(p)— Limitation on deductions re in- 


corporated employees. See additional Related provisions and Defi- 
nitions at end of Part X13. 


(4) Deemed contribution — Where at any time 
an employee benefit plan becomes a retirement com- 
pensation arrangement as a consequence of a change 
of the custodian of the plan or as a consequence of 
the custodian ceasing either to carry on business 
through a fixed place of business in Canada or to be 
licensed or otherwise authorized under the laws of 
Canada or a province to carry on in Canada the busi- 
ness of offering to the public its services as trustee, 


(a) for the purposes of this Part and Part I, the 
custodian of the plan is deemed to. have made a 
contribution to the arrangement immediately after 
that time, in an amount equal to the fair market 
value at that time of all the properties of the plan, 
and 


(b) for the purposes of section 32.1, that amount 
is deemed to be a payment made at that time out 
of or under the plan to or for the benefit of em- 
ployees or former employees of the employers 
who contributed to the plan. 


Related Provisions: See Related provisions and Defintions at 


end of Part X13. 


(5) Resident’s arrangement — For the purposes 
of this Act, where a resident’s contribution has been 
made under a plan or arrangement (in this subsection 
referred to as the “plan”), . 


(a) the plan is deemed, in respect of its applica- 
tion to all resident’s contributions made under the 
plan and all property that can reasonably be con- 
sidered to be derived from those contributions, to 
be a separate arrangement (in this subsection re- 
ferred to as the “residents’ arrangement’) inde- 
pendent of the plan in respect of its application to 
all other contributions and property that can rea- 
sonably be considered to derive from those other 
contributions; 


(b) the residents’ arrangement is deemed to be a 
retirement compensation arrangement; and 


(c) each person and partnership to whom a contri- 
bution is made under the residents’ arrangement 
is deemed to: be a custodian of the residents’ 


arrangement. : 
Related Provisions: 207.6(5.1) — Resident’s contribution. 
252.1 Where union is employer. See additional Related provi- 


sions and Definitions at end of Part XI.3. 
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History: Subsec. 207.6(5) substituted by 1994, c. 21, s. 94, applica- 

ble after October 8, 1986. That subsec. formerly read: 
(5) Resident’s arrangement — For the purposes of the pro- 
visions of this Act relating to retirement compensation ar- 
rangements, where a contribution has been made under a plan 
or arrangement (in this subsection referred to as the “plan’’) 
that would, but for paragraph (1) of the definition “retirement 
compensation arrangement”, in subsection 248(1), be a retire- 
ment Compensation arrangement, to the extent that the contri- 
bution can reasonably be considered to have been made at 
any particular time in respect of services rendered by an em- 
ployee who 


(a) was resident in Canada at the time the services were 
rendered, and 


(b) where the employee was a member of the plan before 
the employee became a resident of Canada, had been so 
resident for more than 60 of the 72 months preceding the 
time the services were rendered, 


the following rules apply: 


(c) another plan or arrangement (in this subsection re- 
ferred to as the “resident’s arrangement’) is deemed to be 
established at the particular time, 


(d) the resident’s arrangement is deemed to be a separate 
arrangement independent of the plan, 


(e) the resident’s arrangement is deemed to be a retire- 
ment compensation arrangement the custodian of which 
is the recipient of the contribution; 


(f) the contribution is deemed to have been made under 
the resident’s arrangement and not under the plan, and 


(g) all property that can reasonably be considered to de- 
rive from the contribution is deemed to be property held 
in connection with the resident’ s arrangement and not in 
connection with the plan. 


Regulations: 6804(4)—(6) (prescribed contribution). 


(5.1) Resident’s contribution — For the purpose 
of subsection (5), “resident’s contribution’ means 
such part of a contribution made under a plan or ar- 
rangement (in this subsection referred to as the 
“plan”’) at a time when the plan would, but for para- 
graph (1) of the definition “retirement compensation 
alrangement’’ in subsection 248(1), be a retirement 
compensation arrangement as 


(a) is not a prescribed contribution; and . 


(b) can reasonably be considered to have been 
made in respect of services rendered by an indi- 
vidual to an employer in a period 


(i) throughout which the individual was tesi- 
dent in Canada and rendered services to the 
employer that were primarily services ren- 
dered in Canada or services rendered in con- 
nection with a business carried on by the em- 
ployer in Canada (or a combination of such 
services), and 


(ii) at the beginning of which the individual 
had been resident in Canada throughout at 
least 60 of the 72 preceding calendar months, 
where the individual was non-resident at any 
time before the period and became a member 
of the plan before the end of the month after 
the month in which the individual became res- 
ident in Canada, 
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and, for the purpose of this paragraph, where ben- 
efits provided to an individual under a particular 
plan or arrangement are replaced by benefits 
under another plan or arrangement, the other plan 
Or arrangement shall be deemed, in respect of the 
individual, to be the same plan or arrangement as 
the particular plan or arrangement. 


Related Provisions: 252.{ — Where union is employer. 


History: Subsec. 207.6(5.1) added by 1994, c. 21, s. 94, applicable 
after October 8, 1986. 


Regulations: 6804(4)-(6) (prescribed contribution). 


(6) Prescribed plan or arrangement — For the 
purposes of the provisions of this Act relating to re- 
tirement compensation arrangements, the following 
rules apply in respect of a prescribed plan or 
arrangement: iY 


(a) the plan or arrangement shall be deemed to be 
a retirement compensation arrangement; 


(b) an amount credited at any time to the account 
established in the accounts of Canada or a prov- 
ince in connection with the plan or arrangement 
shall be, except to the extent that it is in respect 
of a refund determined under ‘subsection _ 
207.7(2), deemed to be a contribution under the 
plan or arrangement at that time; 


(c) the custodian of the plan or arrangement shall 
be deemed to be 


(i) where the account is established in the ac- 
counts of Canada, Her Majesty in right of 
Canada, and 


(ii) where the account is established in the ac- 
counts of a province, Her Majesty in right of 
that province; and . 


(d) the subject property of the plan or arrange- 
ment, at any time, shall be deemed to include an 
amount of cash equal to the balance at that time 
in the account: 


Related Provisions: See Related provisions and Definitions at 
end of Part XI.3. 


History: Subsec. 207.6(6) added by 1994, c. 7, Sch. VII (1993, c. 
24), s. 121, applicable after 1991. 


Regulations: 6802 (prescribed plan or arrangement). 


(7) Transfers — Where an amount (other than an 
amount that is part of a series of periodic payments) 
is transferred directly to a retirement compensation 
arrangement (other than an arrangement the custo- 
dian of which is non-resident or which is deemed by 
subsection (5) to be a retirement compensation ar- 
rangement) from another retirement compensation 
alrangement, 


(a) the amount shall not, solely because of the 
transfer, be included in computing a taxpayer’s 
income under Part I; 


(b) no deduction may be made in respect of the 
amount in computing a taxpayer’s income under 
Part I; and 
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(c) the amount is considered, for the purpose of 
the definition “refundable tax’? in subsection 

- 207.5(1), to be, paid asa distribution to one or 
more persons under the arrangement from which 
the amount is. transferred and to be a contribution 
made under the arrangement to. which the amount 
is transferred. 


Related Provisions: 60(t)(ii)(A), (A.1), (E), 60(u)(ii)(A), (A.1), 
(E) — Whether amounts transferred under 207.6(7) deductible; 
212(1)(j) — Transfér not subject to non-resident withholding tax. 


History: Subsec. 207.6(7) added by 1998, c. 19, s. 212, applicable 
to amounts transferred after 1995. 


Definitions [s. 207.6]: “amount” — 248(1); “arm’s length” — 
251(1);.““business” — 248(1); “Canada” — 255; “carrying on busi- 
ness” -— 253; “corporation” — 248(1), Interpretation Act 35(1); 
“employee”, “employee benefit plan”, “employer”, “employment”, 
“individual” — 248(1); “infer vivos trust’? — 108(1), 248(1); mite 
insurance policy” —- 138(12), 248(1); “non-resident”, “office”, 
“person”, “prescribed”, “property” — 248(1); province” — Inter- 
pretation Act 35(1); “refundable tax’? — 207.5(1); “resident in Can- 
ada” — 250;, “residents” arrangement” — 207.6(5)(b); “resident’s 
contribution” — 207.6(5.1); “retirement, compensation arrange- 
ment” — 248(1); “subject. property” — 207.5(1); “taxpayer” — 
248(1): “trust” — 104(1), 248(1), (3). 


Forms [s. 207.6]: 1733: Application for an RCA identification 
account. 


207.7 (1) Tax payable — Every custodian of a re- 
tirement compensation arrangement shall pay a tax 
under this Part for each taxation year of an RCA 


trust under the arrangement equal to the amount, if 


any, by which the refundable tax of the arrangement 
at the end of the year exceeds the refundable tax of 
the arrangement at theend of the immediately pre- 
ceding taxation year, if any. 


Related Provisions: See Related provisions and Definitions at 
end of Part XI.3. 


(2) Refund — Where the custodian of a retirement 
compensation. arrangement has filed a return under 
this Part for a taxation year within three years after 
the end of the year, the Minister 


(a) may, on mailing the notice of assessment for 
the year or.a notification that no tax is payable for 
the year, refund without application therefor an 
amount equal to the amount, if any, by which the 
refundable tax of the arrangement at the end of 
the immediately preceding year exceeds the re- 
fundable tax of the arrangement at the end of the 
year; and 


(b) shall, with all due dispatch, make such a re- 
fund after mailing the notice of assessment if ap- 
plication therefor has been made in writing by the 
custodian within three years after the day of mail- 
ing of a notice of an original assessment for the 
year or of a notification that no tax is payable for 
the year. 


Related Provisions: 207.6(6) — Prescribed plan or arrangement. 
See additional Related provisions and Definitions at end of Part 
XL3. 
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(3) Payment of tax — Every custodian of a retire- 
ment compensation arrangement shall, within 90 
days after the end.of each taxation year of an RCA 
trust under the arrangement, ~~ - 


(a) file with the Minister a return for the year 
under this Part in prescribed form and containing 
prescribed information, without notice or demand 
therefor; 


(b) estimate in ‘the return the amount of tax, if 
any, payable by the custodian under this Part for 
the year; and 


(c) pay to. the Receiver General the amount of 
tax, if any, payable by the custodian under this 
Part for the year. 


Related Provisions: 147.1(3) — Postponement of filing deadline 
where RCA is registered as pension plan; 150.16) — Electronic fil- 
ing; 248(7) — Return deemed received on day mailed. See addi- 
tional Related provisions at end of Part XI.3. 


(4) Provisions applicable to Part — Subsections 
150(2) and (3), sections 152 and 158, subsections 
161(1) and (11), sections 162 to 167 and Division J 
of Part Lare applicable to this Part with such modifi- 
cations as the circumstances require. 


Definitions [s. 207.7]: “amount”, “assessment”, “Minister”, “pre- 
scribed” — 248(1); “RCA trust”, “refundable tax” — 207.5(1); “re- 
tirement compensation arrangement” — 248(1); “tax payable” — 
248(2); “taxation year’ — 249; “trust” — 104(1), 248(1), (3); “writ- 
ing” — Interpretation Act 35(1). 


Forms [s. 207.7]: T3-RCA: Part XI.3 tax return, T4A-RCA 
Summ: Return of distributions, refunds and payments of the 
purchase price of an interest in an RCA; 1734: Remittance form for 
employer’s tax deduction on contribution paid to RCA; T735: With- 
holding tax remitter for RCAs; T737-RCA Summ/Supp: Return and 
statement of contributions paid to a custodian of an RCA. 


Related Provisions [Part XI.3]:.8(1)(m.2) — Deduction for em- 
ployee RCA contributions; 87(2)G.3) — Amalgamations — contin- 
uation of corporation; 107.2 — Distribution by RCA to beneficiary; 
149(1)(q.1) — RCA trust exempt from Part I tax; 153(1)(p)-@) 
Withholding of tax at source on contribution to RCA, distribution 
out of RCA, and purchase of interest in RCA; 160.3 — Joint and 
several liability — RCA benefits; 227(8.2) — Liability for failure to 
withhold. 


Pre-RSC History [Part XI.3]: Part ‘X1.3 (ss:- 207.5, to 207.7) 
added by 1987, c. 46, s. 62, applicable: after October 8; 1986 except 
that 


(a) any return otherwise required to be filed under Part XI.3 
before March 16, 1988, shall be filed no later than that date; 


(b).any tax otherwise payable under that Part before that date 
shall be paid no later than that date; and 


(c) subsec. 207.6(2) does not apply in respect of an interest in a 
life insurance policy acquired before January 1, 1988 through a 
payment of premiums or a purchase pursuant to the terms of an 
arrangement established before October 9, 1986 and not materi- 
ally altered after October 8, 1986. 
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Part Xll — Tax in respect of 
Certain Royalties, Taxes, 
Lease Rentals, etc., Paid to 
a Government by a Tax 
Exempt Person. 


208. (1) Tax payable by exempt person — 
Where in a taxation year an amount (other than an 
amount to’ which paragraph 18(1)(1.1) or (m) applies) 
was paid, payable, distributed or distributable in any 
manner whatever by a person (other than ‘a pre- 
scribed person) who was exempt from tax under Part 
I on that person’s ‘taxable income to anyone in re- 
spect of any production from a Canadian resource 
property of the person of petroleum; natural gas or 
other related hydrocarbons or of metals or minerals 
to any stage that is not beyond the specified stage or 
in respect of any revenue or income that may reason- 
ably be regarded as attributable to that production, 
the person shall, in respect of the year, pay a tax 
under this Part equal to 33'/3%. of the lesser of 


(a) the total of all amounts in respect of the prop- | 


erty, each-of which is 


(i) an amount that’ became’ tecéivable in the 


year and that was required by paragraph 
12(1)(0) to be included in computing the per- 
son’s income for the year, © 


(ii), an amount that-was paid or became paya- 
ble by the person in the year and that by virtue 
of paragraph 18(1)(1.1) or (m) was not deduct- 
ible in computing the person’s income for the 
year, 


(iil) an amount by which the person’s pro- 
ceeds of disposition were increased by virtue 
of subsection 69(6) in the year, or 


(iv) an amount by which the person’s cost of 
acquisition was decreased by virtue of subsec- 
tion 69(7) in the year, and | 


(b) the proportion of the amount.determined 
~ under paragraph (a) that 


(i) the total of all amounts each of which is an 
amount (other than an amount to which para- 
graph 18(1)(1.1) or (m) applies) that was paid, 
payable, distributed: or distributable bythe 
person in the year in any manner whatever to 


(A) another person (other than a person 
whose taxable income is exempt from tax 
under Part D); or 


(B) another person whose taxable income 
is exempt from tax under Part I, where the 
amount was paid, payable, distributed or 
distributable as part of a transaction or 
event or series of transactions or events to 
which any person whose taxable income is 
not exempt from tax under Part I was a 


party ; 
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in respect of any production from the property 
of petroleum, natural gas or other related hy- 
drocarbons or of metals or minerals to any 
Stage that is not beyond the specified stage or 

“in respect of any revenue or income that can 
reasonably be regarded as attributable to that 
production 


is of . 
(ua) the amount, if any, by which the total of 


(A) the income of the person from the 
property for the year from the production 
of petroleum, natural gas or other related 
hydrocarbons or of metals or minerals to 
any Stage that is not beyond the specified 
stage, computed in accordance with Part I 

- on the assumption that the property was 
the person’s only source of income and 
that the person was allowed only those de- 
ductions in computing income from the 
property (other than a deduction under par- 

_. agraph 20(1)(v.1) or section 65) that may 
reasonably be regarded as applicable. to 
that income from the property, and 


(B) the amount determined under subpara- 
graph (1) 
exceeds 


(C). the amount determined under para- 
graph (a). ) 

Related Provisions: 208(1.1) — Meaning of “specified stage”; 

248(10) — Series of transactions. 


History: Subpara. 208(1)(b)(i) ‘substituted. by -1994, ¢.°7, Sch. If 
(1991, c. 49),:s. 169; applicable to 1988 er seq. That subpara: for- 
merly read: 


(i) the total of all amounts each of which is an amount (other 
than an amount to which Paragraph 18(1)(1.1) or (m) applies) 
that was paid, payable, distributed or distributable in the year 
in any manner whatever to anyone in respect of any produc- 
tion from the property of petroleum, natural gas or other re- 
lated hydrocarbons or of metals or minerals to any stage that 
is not beyond the specified stage or in respect of any revenue 
or income that may reasonably be regarded as attributable to 
that production 


_Pre-RSC History: All that portion of subsec. 208(1) preceding 


para. (a) amended to substitute “the lesser of” for “the amount by 
which the lesser of”, and all that portion of subsec, 208(1) following 
para. (b) repealed, by 1986, 'c. 2, s. 25, applicable to 1986 et seg. 
That repealed portion formerly read: . 


exceeds the amount determined under section 83.1 of the Pe- 
troleum and. Gas Revenue Tax Act. for the year computed 
without reference to paragraph (1)(c) thereof. 


Subsec. 208(1) substituted by 1985, c. 45, subsec. 109(1), applica- 


_ ble to 1985 et seg. Subsec. 208(1) formerly read: 


208. (1) Tax payable by exempt persons — Where in a 
taxation year an amount (other than an amount to which para- 
graph 18(1)(m) applies) was paid, payable, distributed or dis- 
tributable in any manner whatever by a person (other than a 
prescribed person) who was exempt from tax under Part I on 
his taxable income to another person in respect of any reve- 
nue, production or income that may reasonably be regarded 
"as attributable to the production from a Canadian resource 
property of the person or a property that would have been a 
Canadian resource property of the person if it had been ac- 
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quired after 1971, of petroleum, natural gas or other related 
hydrocarbons or of metals or minerals to any stage that is not 
beyond the prime metal stage or its equivalent, the person 
shall; in respect of the taxation’ yéar, pay a tax under this Part 
equal to 331/3% of the amount by which the lesser of 


(a) the ageregate of all amounts in respect of the prop- 
erty, each of which is 


(i). an amount that became receivable in the year and 
that was required by paragraph 12(1)(o) to be in- 
cluded in computing his income for the year, 


(ii), an amount that was paid or became. payable by 

him in the year and that by yirtue,of paragraph 

18(1)(m) was not deductible in computing his in- 
- come for the year, 


(iii) an amount by which his proceeds of disposition 
were increased by virtue of subsection 69(6) in the 
year, or 


(iv) an amount by which his cost of acquisition was 
decreased by virtue of subsection 69(7) in the year; 
and» ' 


(b) the proportion of the amount. determined under para- 
graph (a) that ; 


(i) the aggregate of all amounts each of which was an 
amount.(otber than an amount to which paragraph 
18(1)(m) applies) that was paid, payable, distributed 
or distributable in the year in, any manner whatever 
to another person in respect of any revenue, produc- 
tion or income that.may. reasonably. be regarded as 
attributable to the production from the property of 
_ petroleum, natural gas or other related hydrocarbons 
or of metals or minerals to any stage that is not be- 
yond the prime metal stage or its equivalent, 


is of 
(ii) the amount, if any, by which the aggregate of 


(A) the income of the person from the property 
for the year from the production of petroleum, 
natural gas or’ other related hydrocarbons or of 
metals ‘or minerals to any stage that is not be- 
yond the prime metal’ stage or its equivalent, 
computed in accordance with this Act on the as- 
sumption that the property was his, only: source 
of income’ and, that he. was allowed no deduc- 
tions in computing: the income from: the property 
other than such deductions as may reasonably be 
regarded as applicable to the income from the 
property, other than an-amount deducted under 
-section 65 or paragraph 20(1)(v.1), and 


(B) the amount ‘determined under ‘subparagraph 
(1) ; 
exceeds 

(C).the amount determined under paragraph (a) 


exceeds the amount determined under section 83.1 of the Pe- 
troleum and Gas Revenue Tax\Act for the year computed 
without reference to’ paragraph (1)(c) thereof. 


All that portion of subsec. 208(1) preceding para. (a) substituted to. 


add “the amount by which” and the words “exceeds the amount de- 
termined under section 83.1 of the Petroleum and Gas Revenue Tax 
Act for the year computed without reference to paragraph (1)(c) 
thereof” (after para. (b)) added, by 1980-81-82-83, ‘c: 104, s. 32, 
applicable:to 1982 et. seq. 


Regulations: 1216 (prescribed person). 


(1.1) Definition of “specified stage” — For the 
purpose of subsection’ (1), “specified stage” means, 


S. 208(4) 


_in respect of the production from a Canadian re- 
source property of a substance, 


(a) where the substance is petroleum or related 
‘hydrocarbons ‘(other than natural gas), the crude 
oil stage or its equivalent; 
(b) where the substance is natural gas,.the stage 
of natural gas. that is acceptable toa common car- 
rier of natural gas; 


(¢) Where the substance is a metal or mineral 
(other than iron, sulphur or petroleum or related 
hydrocarbons), the prime’ metal stage or its 
equivalent, py ees 
(d) where the substance is iron, the pellet stage or 
its equivalent; and | 


(e) where the substance is sulphur, the marketable 
sulphur stage. slab) . 

_ History: Subsec. 208(1.1) amended by 1997, c. 25,s. 58, applica- 
ble. to taxation years that begin after 1996. Subsec. (1.1) formerly 
read: Bt 3 , ‘ 

(1.1). For the purpose of subsection (1), “specified stage” 
means, in respect of the production from a Canadian resource 
property ' 4 
(a) where the production is petroleum, natural gas or re- 
lated hydrocarbons from,an. oil or gas. well or.a mineral 
resource, the crude..oil, stage or its equivalent; 


(b) where the production is metal or minerals (other than 
iron or petroleum or related hydrocarbons) from a min- 
eral resource, the prime metal stage or its equivalent; and 


(c) where the production is iron from a mineral resource, 
the pellet stage or its equivalent. 


Pre-RSC History: Subsec. 208(1.1) added by 1985, c. 45, subsec. 
109(1), applicable‘to 1985 et seq. 1] 


(2) Return and payment of tax — A person. lia- 
ble to pay a tax under this Part in respect of a year 
shall, within 3 months from the end of the year, 
(a) file with the Minister a return for the year 
under this Part, in prescribed. form and. containing 
prescribed information, without notice or demand 
therefor; wey orl} 


(b) estimate in the return the amount of tax paya- 
ble by the person under this Part in respect of the 
year; and 


(c) pay to the Receiver General the tax payable 
by the person under this Part for the year. 
Related Provisions: 150.1(5) — Electronic filing, 


Forms: 12026:'Part XII tax' return — tax on payments to the 
Crown by a tax exempt person. 


(3) Liability of trustee — Where a trustee of a 
trust liable to pay tax under subsection (1) does not 
pay to the Receiver General the amount of the tax 
within the time specified in subsection (2), the trus- 
tee is personally liable to’ pay on behalf of the trust 
the full amount*of the tax: and is entitled to recover 
from the trust any amount paid by the trustee as tax 
under this section. 


(4) Provisions applicable to Part — Subsections 
150(2) and: (3), sections 152 and 158, subsections 
161(1) and (11), sections 162'to 167 and Division J 
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of Part I are applicable to this Part with such modifi- 
cations as the circumstances require. 


Pre-RSC History: Subsec. 208(4) amended by 1986, c. 6, s. 115, 
to substitute “to Part” for “to this Part” in the heading and to add 
reference to subsection 161(11). 


Subsec. 208(4) substituted by 1985, c. 45, subsec. 109(2), applica- 
ble to 1985 et seq. Subsec. 208(4) formerly read: 


(4) Provisions applicable to this Part — Subsections 
150(2) and (3), sections 152 and 158, subsections 161(1) and 
(2),and sections 162 to 167 and Division J of Part I are appli- 
cable mutatis mutandis to this Part. 


Definitions [s. 208]: “amount” — 248(1); “Canadian resource 
property” — 66(15), 248(1); “mineral resource”, “mineral”, “Minis- 
ter”, “person”, “prescribed”, “property” — 248(1); “series of trans- 
actions” — 248(10); “specified stage” — 208(1.1); “tar sands” — 
248(1); “taxable income” — 2(2), 248(1); “taxation year” — 249: 
“trust” — 248(1), (3). 


Pre-RSC History [Part XII]: Part XII (s. 208) added by 1980-81- 
82-83, c. 48, s. 97, applicable by subsec. 97(2) of the said c. 48 as 
amended by 1984, c. 45, s. 99, (deemed in force December Sie 
1983) to the 1979 and subsequent taxation years except that for the 
purposes of computing an amount with respect to a property ac- 
quired by a person before December 12, 1979 on which tax is paya- 
ble under Part XII of the Act 


(a) the reference in subsection 208(1) to “331%” shall be read 
as a reference to “25%”; 


(b) the reference in subparagraphs 208(1)(a)(i) and (i) to “in 
the year” shall be read as a reference to “after December 31, 
1989 and in the year”; and 


(c) the reference in subparagraphs 208(1)(a)(iii) and (iv) to “in 
the year” shall be read as'a reference to “in the year in respect 
of appropriations, dispositions or acquisitions after December 
31, 1989 of petroleum, natural gas or related hydrocarbons or 
metal or minerals”. 


Pre-RSC History [former Part XII]: Former Part XII (ss. 208 to 
211) repealed by 1977-78, c. 1, s. 91, applicable to 1978 et seg. Part 
XII formerly read: 


Part XII — Tax on Investment 
Income of Life Insurers 


208. (1) Investment income tax — Every life insurer shall 
pay a tax for a taxation year equal to 15% of its taxable Cana- 
dian life investment income for the year. 


(2) Deductions from. tax — There may be deducted from the 
tax otherwise payable under this Part by an insurer for a taxa- 
tion year 


(a) the aggregate, for each province, of the lesser of 


(1) 50% of any tax, the amount of which is calculated 
by reference to premiums collected by the insurer, 
payable by the insurer to that province in respect of 
premiums collected by. it in the year under life insur- 
ance policies other than 


(A) life insurance policies described in para- 
graph 209(3)(a), 
(B) annuity contracts, or 
(C) group term life insurance policies, and 

(i1) 1% of the aggregate of amounts 
(A) collected in the year by the insurer as or on 
account of premiums under life insurance poli- 


cies other than those referred to in clauses (1)(A), 
(B) and (C), and 


(B) in respect of which any tax described in sub- 
paragraph (i) was payable by the insurer to that 
province; and 
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(b) 28'5% of that proportion of the aggregate of taxable 
dividends included in computing the insurer’s income for 
the year from carrying on its life insurance business in 
Canada and received by the insurer in the year from taxa- 
ble Canadian corporations in respect of shares that were 
non-segregated property of the insurer, that 


(i) the insurer’s taxable Canadian life investment in- 
come for the year plus the aggregate determined in 
respect of the insurer for the year under paragraph 
209(3)(c) 


is of 
(ii) the insurer’s net Canadian life investment income 
for the year, 


209. (1) Gross Canadian life investment income — A life 
insurer’s gross Canadian life investment income for a taxa- 
tion year is the amount, if any, by which the aggregate of 


(a) an amount equal to 


(i) where subsection 138(9) applies but.the insurer 
has not elected under that subsection in respect of the 
year, such part of its gross investment revenue for 
the year from its non-segregated property as is re- 
quired by paragraph (b) of that subsection to be in- 
cluded in computing its income for ‘the year from 
carrying on its life insurance business in Canada, and 


(ii) in any other case, its gross investment revenue 
for the year from such of its non-segregated property 
as was property used in the year in, or ‘held in the 
year in the course of, carrying on its life insurance 
business in Canada, and 


(b) the amounts required by subsection 138(4) to be in- 
cluded in computing the insurer’s income for the year, 
other than amounts deducted under paragraph 138(3)(a) 
in computing its income for the immediately preceding 
taxation year, 


exceeds the aggregate of the amounts deductible under 
paragraphs 138(3)(b), (c) and (d) in computing the insurer’s 
income for the year. 


(2) Net Canadian life investment. income — A life in- 
surer’s net Canadian life investment income for a taxation 
year is its gross Canadian life investment income for the year 
minus the aggregate of 


(a) its outlays or expenses that were deductible under Part 
I in computing its income for the year to the extent that 
such outlays or expenses were laid out or incurred by it 
for the purposes of managing its non-segregated prop- 
erty, the gross investment revenue from which may rea- 
sonably be regarded as having been included in its gross 
Canadian life investment income for the year; 


(b) interest payable by the insurer in respect of the year 
pursuant to a legal obligation incurred by it in the course 
of carrying on its life insurance business in Canada; 


(c) amounts deductible under paragraph 20(1)(a) in com- 
puting the insurer’s income for the year in respect of a 
depreciable property at least 80% of which was used reg- 
ularly by it for the purpose of earning its gross Canadian 
life investment income for the year; and 


(d) 50% of the aggregate of each amount deductible. 
under Part I in computing the insurer’s income for the 
year from carrying on its life insurance business in Can- 
ada, except to the extent that such amount 


(i) is included in any of the amounts determined in 
respect of the insurer for the year under paragraph » 
(a), (b) or (c), 


(ii) is deductible under subsection 138(3) in comput- 
ing its income for the year from carrying on its life 
insurance business in Canada, 
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(iii). was paid or payable by the insurer under a life 
insurance policy before the end of the year, 


(iv) was an outlay or expense laid out or incurred by 
it for the purpose of earning income from its group 
life insurance business, or 


(v) was payable by the insurer to a province as a tax 
in respect of premiums collected by it in the year 
under life insurance policies. 


(3) Taxable Canadian life investment income — A life in- 
surer’s taxable Canadian life investment income for a taxa- 
tion year is the amount, if any, by which its net Canadian life 
investment income for the year. exceeds the aggregate of 


(a) the interest element for the year for 


(i) each class of the insurer’s existing fixed-premium 
life insurance policies in Canada, and 


(ii) each class. of the insurer’s life insurance policies 
in Canada that were issued or effected as registered 
retirement savings plans or pursuant to such plans or 
to deferred profit sharing plans or registered pension 
funds or plans; 


(b) the amount, if any, by which the insurer’s income for 
the year from carrying on its life insurance business in 
Canada, computed in accordance with Part I, exceeds any 
amount deducted by the insurer under paragraph 
111(1)(a) in respect of non-capital losses in computing its 
taxable income for the year; and 


(c) the aggregate of each amount (other than any portion 
thereof that is determined in prescribed manner to have 
been a return of capital) that a policyholder became enti- 
tled to receive in the year from the insurer under a life 
insurance policy in Canada other than a policy described 
in paragraph (a), to the extent that such amount is re- 
quired by paragraph 56(1)(d) or paragraph 148(1)(a) to 
be included in computing the policyholder’s income or is 
an amount referred to in paragraph 212(1)(0). 


210. Provisions applicable to Part — Divisions I and J of 
Part I, except sections 153 to 156, 160 and 168, are applicable 
mutatis mutandis to this Part. 


211. Definitions — In this Part, 


(a) “existing fixed-premium life insurance policy” means 
a non-participating life insurance policy 


(i) under which the amount of every premium paya- 
ble and the amount of every adjustment to any pre- 
mium was fixed and determined on or before Octo- 
ber 22, 1968, and 


(ii) none of the terms of which relating to premiums 
payable thereunder had after October 22, 1968 and 
before the end ofthe taxation year in respect of 
which the expression is relevant, been varied in any 
manner whatever other than to provide for payment 
of the premiums at time intervals more or less fre- 
quent than those fixed and determined immediately 
before the variation; 
(b) “gross investment revenue”, “life insurance policy”, 
“life insurance policy in Canada”, “maximum tax. actua- 
rial reserve”, “non-segregated property” and “relevant 
authority” have the meanings assigned by subsection 
138(12); 


(c) “interest-element” for a taxation year for a particular 
class of life insurance policy means, except as otherwise 
expressly prescribed, the product obtained when the rate 
of interest used by the insurer in computing its maximum 
tax actuarial reserves for the year for life insurance poli- 
cies of that class is multiplied by its mean maximum tax 
actuarial reserve for the year for that class; 
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(d) “mean maximum tax actuarial reserve” for a particu- 
lar class of life insurance policy, for a taxation year means 
the quotient obtained when the aggregate of the maxi- 
mum tax actuarial reserve for that class of policy for the 
year and the maximum tax actuarial reserve for the same 
class for the immediately preceding taxation year is di- 
vided by 2, . 
(e) “non-participating life insurance policy” means a life 
insurance policy other than a participating life insurance 
policy as defined in subsection 138(12); 
(f) “property used in the year in, or held in the year in the 
course of” carrying on a, life insurance business in Can- 
ada has, where applicable, the meaning assigned by sub- 
section 138(12); af boas 
(g) “seoregated fund” has the meaning assigned by sub- 
section 148(1); and 
(h) in construing the meaning of the expression “group 
term life insurance policy”, the definition of that expres- 
‘sion in section 248 does not apply. 
Paras. 209(2)(c), (3)(c) substituted by 1974-75-76, c. 26, subsecs. 
117(1); (2), applicable to 1974 et seq., to. substitute “depreciable 
property” for “building” in para. .209(2)(c).and to add “or is an 
amount referred to in paragraph 212(1)(o)” in para. 209(3)(c). 
Para. 209(3)(b) substituted by 1973-74, c. 30, s. 24, applicable to 
1973 et seq. Para. 209(3)(b) formerly read: 


(b) the insurer’s income for the year from carrying on its life 
insurance business in Canada, computed in accordance with 
Part I; and Ne 


All that portion of para. 208(2)(b) preceding subpara. (1), subpara. 
209(3)(a)(ii), para. 209(3)(c) substituted by 1973-74, c. 14, ss. 66, 
67(1), (2), applicable by 1974-75,.c. 26, subsec, 142(2), as to sub- 
para. 209(3)(a)(ii), to 1969 et seg., and, as to paras. 208(2)(b), 
209(3)(c), to 1972 et seq. 


Part XIl.1 — Tax on Carved- 
out Income 


209. (1) Definitions — For the purposes of this 
Part, ; ' 


“carved-out income” of a person for a taxation year 
from a carved-out property means the amount, if 
any, by which, 


(a) the person’s income for the year attributable 
to the property. computed under Part [ on the as- 
sumption that in computing that income no de- 
duction was allowed under section 20 (other than 
a deduction under paragraph 20(1)(v.1)), subdivi- 
sion e of Division B of Part I or section 104, 


exceeds the total of 


(b) the amount deducted under subsection 66.4(2) 
in computing the person’s income for the year to 
the extent that.it may reasonably be considered to 
be attributable to the property, and 


(c) to the extent that the property is an interest in 
a bituminous ‘sands’ deposit or oil shale deposit, 
the amount deducted under subsection 66.2(2) in 
computing the person’s income for the year to the 
extent that it can reasonably be considered to be 
attributable to-the cost of that interest; 

Related Provisions: 66(14.6) — Deduction of carved-out in- 

come; '209(6) — Partnerships. 
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History: Para. (c) of the definition “carved-out income” in subsec. 
209(1) amended by 1997, c. 25, s. 59, applicable after March 6, 
1996. Para. (c) formerly read: 


the tax that would, but ‘for this paragraph, be pay- 
able under this Part, 


but does not include 


(c) to the extent that the property is an interest in a bituminous 
sands deposit, oil sands deposit or oil shale deposit, the amount 
deducted under subsection 66.2(2) in computing the person’s 
income for the year to the extent that it may reasonably be con- 
sidered to be attributable to the cost of that interest: 


“carved-out property” of a person means 


(a) a Canadian resource property where 


(i) all or substantially all of the amount that 
the person is or may become entitled to re- 
ceive in respect of the property may reasona- 
bly be considered to be limited to a.maximum 
amount or to an amount determinable by ref- 
erence to a stated quantity of production from 
a mineral resource or an accumulation of pe- 
troleum, natural gas or related hydrocarbons, 
(1i) the period of time during which the per- 
son’s interest in the income attributable to the 
property may reasonably be expected to con- 
tinue is 
(A) where the property is a head lease or 
May reasonably be considered to derive 
from a head lease, less than the lesser of 10 
years and the remainder of the term of the 
head lease, and 


(B) in any other case, less than 10 years, 


(iil) the person’s interest in the income attrib- 
utable to the property, expressed as a percent- 
age of production for any period, may reason- 
ably be expected to be reduced substantially, 


(A) where the property is a head lease or 
May reasonably be considered to derive 
from a head lease, at any time before 


(I) the expiration of a period of 10 
years commencing when the property 
was acquired, or 


(II) the expiration of the term of. the 
head lease, 


whichever occurs first, and 


(B) in any other case, at any time before 
the expiration of a period of 10 years com- 
mencing when the property was acquired, 
or ; 


(iv) another person has a right under an ar- 
rangement to acquire, at any time, the prop- 
erty or a portion thereof or a similar property 
from the person and it is reasonable to con- 
sider that one of the main reasons for the ar- 
rangement, or any series of transactions or 
events that includes the arrangement, was to 
reduce or postpone tax that would, but for this 
subparagraph, be payable under this Part, or 


(b) an interest in a partnership or trust that holds a 
Canadian resource property where it is reasonable 
to consider that one of the main reasons forthe 
existence of the interest is to reduce or postpone 
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(c) an interest in respect of a property that was 
acquired by the person solely in consideration of 
the person’s undertaking under an agreement to 
incur Canadian exploration expense or Canadian 
development expense in respect of the property 
and, where the agreement so provides, to acquire 
gas or oil well equipment (as defined in subsec- 
tion 1104(2) of the Income Tax Regulations) in 
respect of the property, 


(c.1) an interest in respect of a property that was 


retained by the person under an agreement under 
which another person obtained an absolute or 
conditional right to acquire another interest in re- 
spect of the property, if the other interest is not 
carved-out property of the other person because 
of paragraph (c), 


(d) a particular property acquired by the person 
under an arrangement solely as consideration for 


the sale of a Canadian resource property (other 


than a property that, immediately before the sale 
was a catved-out property of the person) that re- 
lates to the particular property except where it is - 
reasonable to consider that one of the main rea- 
sons for the arrangement, or any series of transac- 
tions or events that includes the arrangement, was 
to reduce or postpone tax that would, but for this 
paragraph, be payable under this Act, 


(€) a property retained or reserved by the person 
out of a Canadian resource. property (other than a 
property that, immediately before the transaction 
by which the retention or reservation: is ‘made, 
was a carved-out property of the person) that was 
disposed of by the person except where it is rea- 
sonable to consider that one of the main reasons 
for the retention or reservation, or any series of 
transactions or events in which the property or in- 
terest was retained or reserved, was to reduce or 
postpone tax that would, but for this paragraph, 
be payable under this Act, 


(f) a property acquired by the person from a tax- 
payer with whom the person did not deal at arm’s 
length at the time of the acquisition and the prop- 
erty was acquired by the taxpayer or a person 
with whom the taxpayer did not deal at arm’s 
length 


(i) pursuant to an agreement in writing to do 
so entered into before July 20, 1985, or 


(ii) under the circumstances described. in this 
paragraph or paragraph (d) or (e), 


except where it is reasonable to consider that one 
of the main reasons for the acquisition of the 
property, or any series of transactions or events in 
which the property was acquired, was to reduce 
or postpone. tax that would, but for this para- 
graph, be payable under this Act, 


Part XII.1 — Tax on Carved-out Income 


(f.1) where the taxable income of the person is 
exempt from tax under Part I, a property of the 
person that 


(i) does not relate to property of a person 
whose taxable income is not exempt from tax 
under Part I, and 


(ii) is not, and does not relate to, property that 
was at any time a carved-out property of any 
other person, or 
(g) a prescribed property; 
Related Provisions: 209(6) — Partnerships. 
History: Para. (c) of “carved-out property” in subsec. 209(1) sub- 
stituted, and (c.1) added, by 1994, c. 7, Sch. If (1991, c. 49), subsec. 


170(1), applicable to property acquired after July 19, 1985. Para. (c) 
formerly read: 


(c) an interest in respect of a property that was acquired by 
the person under an agreement solely in consideration of the 
person’s undertaking to incur Canadian exploration expense 
or Canadian development expense in respect of the property, 


Para. (f.1) of “carved-out property” in subsec. 209(1) added by 
1994, c. 7, Sch. II (1991, ¢. 49), subsec. 170(2), applicable to prop- 
erty acquired after 1987. 


Regulations: 7600 (prescribed property). 


“head lease” means a contract under which 


(a) Her Majesty in right of Canada or a province 
grants, or 


(b) an owner in fee simple, other than Her Maj- 
esty in right of Canada or a province, grants for a 
period of not less than 10 years 


any right, licence or privilege to explore for, drill for 
or take petroleum, natural gas or related hydrocar- 
bons in Canada or to prospect, explore, drill or mine 
for minerals in a mineral resource in Canada; 


“term” of a head lease includes all renewal periods 
in respect of the head lease. 


(2) Tax — Every person shall pay a tax under this 
Part for each taxation year equal to 45% of the total 
of the person’s carved-out incomes for the year from 
carved-out properties. 

Related Provisions: 18(1)(t)—Tax is 
66(14.6) — Deduction of carved-out income. 


History: Subsec. 209(2) substituted by 1994, c. 21,.s. 95, applica- 
ble to 1992 et seg. That subsec. formerly read: 


non-deductible; 


(2) Tax — Every person shall pay a tax under this Part for 
each taxation year equal to 50% of the total of the person’s 
carved-out incomes for the year from carved-out properties. 


(3) Return — Every person liable to pay tax under 
this Part for a taxation year shall file with the Minis- 
ter, not later than the day on or before which the per- 
son is or would be, if the person were liable to pay 
tax under Part I for the year, required under section 
150 to file a return of the person’s income for the 
year under Part I, a return for the year under this Part 
in prescribed. form containing an estimate of the 
amount of tax payable by the-person under this Part 
for the year. 

Related Provisions: 150.1(5) — Electronic filing. 

Forms: T2096: Part XII.1 tax return — tax on carved-out income. 
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(4) Payment of tax — Where a person is liable to 
pay tax for a taxation year under this Part, the person 
shall pay in respect of the year, to the Receiver 
General 


(a) on or before the last day of each month in the 
year, an'amount equal to 1/12 of the amount of 
tax payable by the person under this Part for the 
year; and . 


(b) the remainder, if any, of the tax payable by 
the person under this Part for the year, on or 
before the end of the second month following the 
end of the year. 


Information Circulars: 81-11R3: Corporate instalments. 


(5) Provisions applicable to Part — Subsections 
150(2) and (3) and sections 152, 158 and 159, sub- 
sections 161(1), (2) and’ (11), sections 162 to 167 
and Division J of Part I are applicable to this Part 
with such modifications as the circumstances 
require. 


(6) Partnerships — For the purposes of subsection 
(1), a partnership shall be deemed to be a person and 
its taxation year shall be deemed to be its fiscal 
period. 


Definitions [s. 209]: “amount” — 248(1); “arm’s length” — 
251(1); “bituminous sands” —248(1); “Canada” — 255; “Canadian 
development expense” — 66.2(5), 248(1); “Canadian exploration 
expense” — 66.1(6), 248(1); “Canadian resource property” — 
66(15), 248(1); “carved-out income”, “carved-out property” — 
209(1); “fiscal period” — 249(2)(b), 249.1; “head lease” — 209(1); 
“mineral resource”, “mineral”, “Minister? — 248(1); “person” — 
209(6), 248(1); “prescribed”, “property” — 248(1); “province” — 
Interpretation Act 35(1); “series of transactions” — 248(10); “tax 
payable” — 248(2); “taxable income” — 2(2), 248(1); “taxation 
year” — 209(6), 249; “taxpayer” — 248(1);. “term” — 209(1); 
“trust” — 104(1), 248(1), (3); “writing” — Interpretation Act 35(1). 


Pre-RSC. History [former s. 209]: See under the history of 
former Part XII (former sections 208 to 211). 


Pre-RSC History [Part XIl.1]: Part XII.1 (s. 209) added by 1986, 
c. 55, s. 73, applicable with respect to property acquired after July 
19, 1985; except property acquired before 1987 by a person from a 
taxpayer pursuant to the terms of an agreement in writing entered 
into’ by the taxpayer 


(a) before July 20, 1985 for the sale of the property to that per- 
son, or 


(b) after July 19, 1985 for the sale of the property to that person 
where the agreement is entered into in the same or substantially 
the same terms as, and is intended to replace an agreement in 
writing between the person and the taxpayer 


(i) that was entered into before July 20, 1985 for the sale of 
the property to that person, and 


(ii) that was cancelled, terminated or not proceeded with, 


and for the purposes of this subsection, where an agreement entered 
into before July 20, 1985 pursuant to which a person acquired or 
holds a property is renewed or a material change is made in its 
terms and conditions, including any material change made 


(c), in the interest of the person in the. property or in the income 
attributable to the property, 


(d) in the description of the property, 


(e) that results in a change in the period during which the prop- 
erty is to exist or is to be held, 


(f) in the parties to the agreement, or 
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(g).in the purchase price of the property, 


the property shall be deemed to have been acquired pursuant to an 
agreement entered into on the date the agreement is renewed or the 
terms or conditions are changed, as the case may be. 


Part XII.2 — Tax on 
Designated Income of 
Certain Trusts 


210. Designated. beneficiary — In this Part, a 
“designated beneficiary” under a trust. at any time 
means a beneficiary under the trust that was, at that 
time, 


(a) a non-resident person; 
(b) a non-resident-owned investment corporation; 


(c) a person exempt from tax under Part I by rea- 
son of subsection 149(1), where that person ac- 
quired an interest in the trust after October it 
1987 directly or indirectly from a beneficiary 
under the trust except 


(i) where the interest’ was owned continuously 
since October 1, 1987 or the date on which the 
interest was created, whichever is later; by 
persons exempt from tax under Part I by rea- 
son of subsection 149(1), or 


(ii) where the person was a trust governed by 
(A) a registered retirement Savings plan, or 
(B) a registered retirement income fund, 


and acquired the interest, directly or indi- 
rectly, from an individual or the spouse or for- 
mer spouse of the individual who was, imme- 
diately after the interest was acquired, a 
beneficiary under the trust governed by the 
fund or plan; 


(d) a trust resident in Canada (other than a testa- 
mentary trust, a mutual fund trust ora trust ex- 
empt, because of subsection 149(1), from tax 
under Part I on all or part of its taxable income), 
if 
(i) a person described in paragraph (a), (b) or 
(c), 


(ii) a partnership described in paragraph ‘(e), 
or 


(iil) a trust (other than a trust resident in Can- 
ada that is a testamentary trust) 


is, at that time, a beneficiary thereunder; or 


(e) a partnership, if a person described in para- 
graph (a), (b) or (d), a partnership or a person ex- 
empt from tax under Part I by reason of subsec- 
tion 149(1) is, at that time, a member thereof. 


Related Provisions: 104(31) — Credit to be included in income 
of beneficiary; 210.3(2) — Non-resident beneficiary taxed in Can- 
ada deemed not to be designated beneficiary; 252(3), (4)(a) — Ex- 
tended meaning of “spouse” and “former spouse’’. 


Income Tax Act 


History: The opening words of para. 210(d) substituted by 1994, c. 
21, s. 96, applicable to 1993 et. seg. The opening words of that para. 
formerly read: 


(d) a trust resident in Canada (other than a testamentary trust 

ora trust exempt from tax under Part I by reason of ‘subsec- 

tion 149(1)), if 
Pre-RSC History: S. 210 added by 1988, c. 55, s. 160, applicable 
to 1988 et seq: 
Definitions [s. 210]: “individual”, “non-resident” — 248(1): 
“non-resident-owned investment corporation” —.133(8),. 248(1): 
“person” — 248(1); “registered retirement. income fund” — 
146.3(1), 248(1); “registered retirement savings plan” — 146(1), 
248(1); “resident in Canada” — 250; “spouse” = 252(3), (4)(a): 
“testamentary trust” — 108(1), 248(1); “trust” — 104(1),.248(1), 
(3). ; | 


210.1 Application of Part — This Part does not 
apply in a taxation year to a trust that was throughout 
the year 


(a) a testamentary trust; 
(b) a mutual fund trust; 


(c) a trust that was exempt from tax under Part I 
by reason of subsection 149(1); 


(d) a trust described in paragraph (a) or (c) of the 
definition of that expression in subsection 108(1); 
Ot 


(e) a non-resident trust. 
Related Provisions: 253 — Extended meaning of carrying on 
business. 
Pre-RSC History: S. 210.1 added by 1988, c. 55, s. 160, applica- 
ble to 1988 ef seq. 
Definitions [s. 210.1]: “mutual fund trust” — 132(6), °248(1): 
“non-resident” — 248(1); “taxation year” — 249; “testamentary 
trust” — 108(1), 248(1); “trust” — 104(1), 248(1), (3). 


210.2 (1) Tax.on income of trust — Subject to 
section 210.3, where an amount in respect of the in- 
come of a trust for a taxation year is or would, if all 
beneficiaries under the trust were persons resident in 
Canada to whom Part I was applicable, be included 
in computing the income under Part I of a person by 
reason of subsection 104(13) or 105(2), the trust 
shall pay a tax under this Part in respect of the ‘year 
equal to 36% of the least of 


(a) the designated income of the trust for thé year, 


(b) the amount that, but for subsections 104(6) 
and (30), would be the income of the trust for the 
year, and 


(c) 100/64 of the amount deducted under. para- 

graph 104(6)(b) in computing the trust’s.inecome 

under Part I for the year. | | 
Related Provisions: 18(1)(t) — Tax under Part XII,2.is deducti- 


ble; 104(30) — Part. XII.2 tax deductible in computing income, of 
trust; 210.3 — Where no tax payable. 


Information Circulars: 77-16R4: Non-resident income tax. 


(1.1) Amateur athlete trusts — Notwithstanding 
section 210.1, where an amount described in subsec- 
tion 143.1(2) in respect of an amateur athléte trust 
would, if Part I were applicable, be required to be 
included in computing the income for a taxation year 
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of a designated beneficiary under the trust, the trust 
shall pay a tax under this Part in respect of the year 
equal to 36% of 100/64 of that amount. 


History: Subsec. 210.2(1.1) added by 1994, c. 7, Sch. VIII (1993, 
c. 24), s. 122, applicable to 1992 et seq. 


Forms: T3ATH-IND: Amateur athlete trust income tax return. 


(2) Designated income — For the purposes of 
subsection (1), the designated income of a trust for a 
taxation year means the amount that, but for subsec- 
tions 104(6), (12) and (30), would be the income of 
the trust for the year determined under section 3 if 


(a) it had no income other than taxable capital 
gains from dispositions described in paragraph 
(b) and incomes from 


(i) real properties in Canada (other than Cana- 
. dian resource properties), 


(ii) timber resource properties, 


(iii) Canadian resource properties (other than 
properties acquired by the trust before 1972), 
and 


(iv) businesses carried on in Canada; 


(b) the only taxable capital gains and allowable 
capital losses referred to in paragraph 3(b) were 
from dispositions of property that would have 
been taxable Canadian property if, at no time in 
the year, the trust had been resident in Canada; 
and 


(c) the only losses referred to in paragraph 3(d) 
were losses from sources described in subpara- 


graphs (a)(i) to (iv). 


(3) Tax deemed paid by beneficiary — Where 
an amount (in this subsection and subsection 
210.3(2) referred to as the “income amount”) in re- 
spect of the income of a trust for a taxation year is, 
by reason of subsection 104(13) or 105(2), included 
in computing 


(a) the income under Part I of a person who was 
not at any time'in the year a designated benefici- 
ary under the trust, or 


(b) the income of a non-resident person (other 
than a person who, at any time in the year, would 
be a designated beneficiary under the trust if sec- 
tion 210 were read without reference to para- 
graph 210(a)) that is subject to tax under Part I by 
reason of subsection 2(3) and is not exempt from 
tax under Part I by reason of a provision con- 
tained in a tax convention or agreement with an- 
other country that has the force of law in Canada, 


an amount determined by the formula 
B 
Ax = 
C 
where 


A. is the tax paid under this Part by the trust for the 
year, 


S..210.2(5)(a) 


B. is the income amount in respect of the person, 
and 


C is the total of. all amounts each of which is an 
amount that is or would be, if all beneficiaries 
under the trust were persons resident in Canada to 
whom Part I was applicable, included in comput- 
ing the income under Part I of a beneficiary under 
the trust by reason of subsection 104(13) or 
105(2) in respect of the year, : 


shall, if designated by the trust in respect of the per- 
son in its return for the year under this Part, be 
deemed to be an amount paid on account of the per- 
son’s tax payable under Part I for the person’s taxa- 
tion year in which the taxation year of the trust ends, 
on the day that is 90 days after the end of the taxa- 
tion year of the trust. 

Related Provisions: 104(31) — Amount deemed payable by 


trust to beneficiary; 210.3(2) — Where non-resident beneficiary al- 
ready taxed in Canada. 


Interpretation Bulletins: IT-342R: Trusts — Income payable to 
beneficiaries. 


(4) Designations in respect of partner- 
ships — Where a taxpayer is a member of a part- 
nership in respect of which an amount is designated 
by a trust for a taxation year of the trust (in this sub- 
section referred to as the “particular year”) under 
subsection (3), 


(a) no amount shall be deemed to be paid on ac- 
count of the partnership’s tax payable under Part 
I by reason of subsection (3) except in the appli- 
cation of that subsection for the purposes of sub- 
section 104(31), and 


(b) an amount determined by the formula 


B 
Acxrs 
GC 


where 
A is the amount so designated, 


Bis the amount that may reasonably be regarded 
as the share of the taxpayer in the designated 
income of the trust received by the partnership 
in the fiscal period of the partnership in which 
the particular year ends (that fiscal period be- 
ing referred to in this subsection as the “part- 
nership’s period’’), and 


C is the designated income received by the part- 
nership from the trust in the partnership’s 
period, 

shall be deemed to be an amount paid on account 

of the taxpayer’s tax payable under Part I for the 

person’s taxation year in which the partnership’ s 

period ends, on the last day of that year. 


(5) Returns — A trust shall, within 90 days after 
the end of each taxation year, 


(a) file with the Minister a return for the year 
under this Part in prescribed form and containing 
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prescribed information, without notice or demand 
therefor; 


(b) estimate in the return the amount of tax, if 
any, payable by it under this Part for the year; 
and . 


(c) pay to the Receiver General the tax, if any, 
payable by it under this Part for the year. 


Related Provisions: 150.1(5) — Electronic filing, 


Forms: T3 Sched. 10: Calculation of Part XIL.2 tax and Part XIII 
non-resident withholding tax. 


(6) Liability of trustee — A trustee of a trust is 
personally liable to pay to the Receiver General on 
behalf of the trust the full amount of any tax payable 
by the trust under this Part to the extent that the 
amount is not paid to the Receiver General within 
the time specified in subsection (5), and the trustee is 
entitled to recover from the trust any such amount 
paid by the trustee. 


(7) Provisions applicable to Part — Subsections 
150(2) and (3), sections 152 and 158, subsections 
161(1) and (11), sections 162 to. 167 and Division J 
of Part are applicable to this Part with such modifi- 
cations as the circumstances require. 

Pre-RSC History: S. 210.2 added by 1988, c. 55, s. 160, applica- 
ble to. 1988 et seq. 

Definitions [s. 210.2]: “allowable capital loss” — 38(b), 248(1); 
“amateur athlete trust” — 143.1(1)(a), 248(1); “amount”, “busi- 
ness” — 248(1); “Canada” — 255; ‘Canadian: resource prop- 
erty” — 66(15), 248(1); “carrying on business” — 253: “designated 
beneficiary”’ — 210; “fiscal period” — 249(2)(b),: 249.1; “income 
amount” — 210.2(3); “Minister’’, “non-resident”, “person”, “pre- 
scribed”, “property” — 248(1); “resident in Canada” — 250; “‘tax 
payable” — 248(2); “taxable Canadian property” — 115(1)(b), 
248(1); “taxable capital gain” — 38(a), 248(2); “taxation year” — 
249; “taxpayer” — 248(1); “timber resource property” — 13(21), 
248(1); “trust” — 104(1), 248(1), (3). 


210.3 (1) Where no designated benefi- 
ciaries — No tax is payable under this Part by a 
trust for a taxation year in respect of which the trus- 
tee has certified in the trust’s return under this Part 
for the year that no beneficiary under the trust was a 
designated beneficiary in the year. 


(2) Where beneficiary deemed not desig- 
nated — Where a trust would, if the trust paid tax 
under this Part for a taxation year, be'entitled to des- 
ignate an amount under subsection 210:2(3) in re- 
spect of a non-resident beneficiary and the income 
amount in respect of the beneficiary is included in 
computing the income of the beneficiary. which is 
subject to tax under Part I by reason of subsection 
2(3) and is not exempt from tax under Part I by rea- 
son of a provision contained in a tax convention or 
agreement with another country that has the force of 
law in Canada, for the purposes of subsection ayy 
the. beneficiary shall be deemed not to be.a desig- 
nated beneficiary of the trust at any time in the year. 
Definitions [s. 210.3]: “amount” — 248(1); “designated benefici- 


ary” — 210; “income amount” — 210.2(3); “non-resident” — 
248(1); “taxation year” — 249: “trust” 1 104(1), 248(1), (3). 
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Part XII.3 — Tax on 
Investment Income of Life 
Insurers 


211. (1) Definitions — For the purposes of ‘this 
Part, vr 


“existing guaranteed life insurance policy’, at any 
time, means a non-participating life insurance policy 
in Canada in respect of which | we 
(a) the amount of every premium that became 
payable before that time and after December 31, 


(b) the number of premium payments under the 
policy, and: 


(c) the amount of each benefit under the policy at 
that time 


were fixed and determined on or before. December 
31, 1989; 


“ife insurance policy” includes a benefit under 
(a) a group life insurance policy, and 
(b) a group annuity contract 

but does not include | 
(c) that part of a policy in respect of which. the 
policyholder is deemed by paragraph 138.1(1)(e) 
to have an interest in a related segregated fund 
trust, or 
(d) a reinsurance arrangement: 

History: The definitions “life insurance policy” and “life insurance 


policy in Canada” in subsec. 211(1) amended DY) FOU Yr cn Zoe Ol 
applicable to 1996 er seg.. The definitions formerly-read: 
“life insurance policy” and-“life insurance policy in Canada”, 
do not include 
(a) that part of a policy in respect of which the policy- 
holder is deemed by paragraph 138.1(1)(e) to have an in- 
terest in a related segregated fund trust, or 


(b) a reinsurance arrangement; 


“fife insurance policy in Canada” means a life in- 
surance policy issued or effected by an insurer on the 
life of a person resident in Canada at the time the 
policy was issued or effected: 


History: See under “life insurance policy” above. 


“net interest rate”, in respect of a liability, benefit, 
risk or guarantee under a life insurance policy of an 
insurer for a taxation year, is the positive amount, if 
any, determined by the formula 


(A=B)xC 
where 


A is the simple arithmetic average determined as of 
the first day of the year of the average yield (ex- 
pressed as a percentage per year rounded to 2 
decimal points) in each of the 60 immediately 
preceding months prevailing on all domestic Ca- 
nadian-dollar Government of Canada bonds ‘out- 
Standing on the last Wednesday of that month 
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that have a remaining term to maturity of more 
than 10 years, 
B is 
(a) in the case of a guaranteed benefit pro- 


vided under the terms and conditions of the 
policy as they existed on March 2, 1988, other 


than a policy where, at any time after March. 


2, 1988, its terms and conditions relating to 
premiums and benefits were changed (other- 
wise than to give effect to the terms and con- 
ditions that were determined before March 3, 
1988), the greater of 


(i) the rate of interest (expressed as a per- 


centage per year) used by the insurer in de-. | 


termining the amount of. the guaranterd 
benefit, and 


(ii) 4%, and 
(b) in any other case, nil, and 


(a) in the case of a guaranteed benefit to 


which paragraph (a) of the desemptien of B . 


applies, 65%, and 
(b) in any other case, 55%; 


Related Provisions: 257 — Formula cannot cana to less than 
zero. 


“non-participating life insurance policy” means a 
life insurance policy that is not a participating life 
insurance policy; 


“participating life insurance policy” has the mean- 
ing assigned by subsection 138(12); 


“policy loan’’ has the meaning, assigned by subsec- 
tion 138(12); 


Pre-RSC History: “policy loan” 


‘was included under “participat- 
ing life insurance policy” above. 


“registered life insurance policy” means a life in- 
surance policy issued or effected 


(a) as a registered retirement savings plan, or 


(b) pursuant to a registered retirement savings 
plan, a deferred profit ae — ora registered 
pension plan; 


“reinsurance arrangement” does not shire an ar- 

rangement under. which an insurer has assumed the 
obligations of the issuer of a life insurance policy to 
the policyholder; 


“segregated fund” has the meaning given that ex- 
pression in subsection 138.1(1); 


Pre-RSC History: 


ipating life insurance policy” above. 


“specified transaction or event”, in respect of a life 
insurance policy, means 
(a) a change in underwriting class, 


(b) a change in premium because of a change in 
frequency of premium payments within a year 
that does not alter the present value, at the begin- 


“segregated fund” was included ease ‘partic- . 


S. 211 


ning of the year, of the total premiums to be paid 
under the policy in the year, 


(c) an addition under the terms of the policy as 
they existed on 


(i) in the case of an existing guaranteed life 
insurance policy, December. 31, 1989, 


(ii) in any other case, March 2, 1988, 


of accidental death, dismemberment, disability or 
guaranteed purchase option benefits, 


(d) the deletion of a rider, 


(e) redating lapsed. policies within the reinstate- 
ment period referred to,in paragraph (g) of the 
definition “disposition” in subsection 148(9) or 
redating for policy loan indebtedness, 


(f) a change in premium because of a correction 
of erroneous information, 


(g) the payment of a premium after its due date, 
or no more than 30 days’ before its due date, as 
established on or before 


(i) in the case of an existing A ey life 
insurance policy, December 31, 1989, and 


(ii) in any other case, March 2, 1988, and 


(h) the payment of an amount described i in para- 
graph (a) of the definition “premium” in subsec- 
tion 148(9); 


“taxable life insurance policy” of an insurer at any 
time means a life insurance policy in Canada issued 
by the insurer (or in respect of which the insurer has 
assumed the obligations of the issuer of the policy to 
the policyholder), other than a policy that is.at that 
time 


(a) an existing guaranteed life insurance policy, 


(b) an annuity contract (including. a settlement 
annuity), 


(c) a registered life insurance policy, 
(d) a registered pension plan, or 
(e) a retirement compensation arrangement. 


(2) Riders and changes in terms — For the pur- 
poses of, this Part, 


(a) any rider added at any time after March 2, 
1988 to a life insurance policy shall be deemed to 
be a separate life insurance policy issued and ef- 
fected. at that time; and 


(b) a change in the terms or conditions of a life 
insurance policy resulting from a specified trans- 
action or event ‘shall be deemed not to have oc- 
curred and not to be a change. 
History: S. 211 substituted by 1994, c..7,:Sch. I] C991, c, 49), 
subsec. 171(1), applicable to taxation years beginning after 1989 
and. where an insurer has made an election under subsec. 172(3) of 
1994, 6:7, Sch. If (1991, c. 49) (see under s. 211.1), to all taxation 
years of the insurer to which the election relates and, where such an 
election is made, 


(a) in respect of each taxation year of the insurer to which the 
election relates, each reference to “December 31,1989” in the 
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definitions in-subsec. 211(1), as the reference rélates to-a life 
insurance policy, shall be read as_a reference. to the later of 


(i) the day the policy. was issued, and 
(ii) March 2, 1988; and 


(b) notwithstanding subsecs. 152(4) to (5), such assessments of 
tax, interest and penalties shall be made as are necessary to give 
effect to the election to the extent it applies in respect of this 
section. 


1994, c. 7, Sch; II (1991, c.-49), subsec. 171(2) provides that.in its 
application to taxation years ending after 1987 and beginning before 
1990 (except a taxation year of an insurer to which subsec. 172(1) 
of c. 49 applies because of an election made by the insurer under 
subsec. 172(3) of c. 49 — see under s. 21 1.1), s. 211 shall be read as 
though it included the following definition: : 


“benefits payable under a life insurance policy” includes . 


(a) a policy dividend, an experience rating refund and a 
refund of premiums under the policy, 


(b) any amount payable under a reinsurance ‘arrangement 
in respect of the policy, and 3 


(c) any amount deemed by paragraph 138.1¢1)(g) to be:a 
payment under the terms and conditions of. the policy, 


but does not include a policy loan or interest on funds left on 
deposit with the insurer under the terms of the policy; 


S.21] formerly read: 


211. Definitions — For the purposes of this Part, 
“Canada security” has the meaning assigned by subsection 
138(12); ; PS 
“gross investment revenue” has the meaning assigned: by sub- 
section 138(12); 
“life insurance policy” and “life insurance policy in Canada” 
‘do not include any part of the policy in respect of which the’ 
policyholder is deemed by paragraph 138.1(1)(e) to,have an 
interest in a related _ segregated | fund _ trust; 
“non-segregated property” has the meaning assigned by sub- 
section’ ; 138(12); sth 
“policy loan” has the meaning assigned by subsection 
138(12); 
“property used in the year in, or held in the year in thé course 
of” carrying on a life insurance business in Canada, in the 
case of an insurer (other than a resident of Canada that does 
not carry on a life insurance business) that carried-on an in- 
surance business in Canada and in a country other than Can- 
ada, has the meaning assigned by subsection 138(12): 
“registered life insurance policy” means a life insurance pol- 
icy (other than an annuity contract) issued or effected as a 
registered retirement savings plan or pursuant to such a plan, 
a fund or deferred profit sharing plan or a registered pension 
plan; ; 
“segregated fund” has the meaning assigned by subséction 
138(12). 
Definitions [s. 211]: “annuity”, “business” — 248(1): “Can- 
ada” — 255; “carrying on business” — 253; “deferred profit. shar- 
ing plan” — 147(1); “insurer”, “life insurance business” — 248(1); 
“life insurance policy”, “life insurance policy in Canada” — 
138(12), 211(1); 248(1); “person” — 248(1); “property”, “regis- 
tered pension plan” — 248(1); “registered retirement savings 
plan” — 146(1), 248(1); “resident in Canada” — 250; “taxation 
year” — 249; “trust” — 104(1), 248(1), (3). 


211.1 (1) Tax payable — Every life insurer shall 
pay a tax under this Part for each taxation year equal 
to 15% of its taxable Canadian life investment in- 
come for the year. 

Related Provisions: 18(1)(t)— Tax is non-deductible: 


138(3)(g) — Part XII.3 tax deductible by insurer; 190.1(1.1) — Ad- 
ditional capital ‘tax on life insurance corporations. 
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(2) Taxable Canadian life investment in- 
come — For the purposes of this Part, the taxable 
Canadian life investment income of a life insurer for 


a taxation year is the amount, if any, by which its 
Canadian life investment income for the year ex- 


ceeds the total of its Canadian life investment losses 
for such of the 7 taxation years immediately preced- 
ing the year that begin after 1989, to the extent that 
those losses were not deducted in computing its taxa- 
ble Canadian life investment income for any preced- 
ing taxation year. Ka 
Related Provisions: 87(2.2) — Amalgamation of insurance cor- 
porations; 138(11.5)(k) — Transfer of business by non-resident 
insurer, 5 : 

History: Subsec. 211.1(2) amended by 1994, c. 7, Sch. II (1991, c. 
49), s. 172, applicable to taxation years beginning after 1989. Sub- 
sec. (2) formerly read: 


(2) Taxable Canadian life investment income — For the 
purposes of this Part, the taxable Canadian life investment in- 
come of a life insurer fora taxation year is the amount, if any, 
by which its Canadian life investment income for the year ex- 
ceeds the total of its Canadian life investment losses for such 
of the 7 taxation years immediately preceding the year that 
commence after June 17, 1987 and-end after 1987, to the ex- 
tent that those losses have not been deducted in computing its 
taxable Canadian life investment income for any preceding 
taxation year. 


(3) Canadian life investment income — For the 
purposes of this Part, the Canadian life investment 
income or loss of a life insurer for a taxation year is 
the positive or negative amount: determined by the 
formula 


vip A li 

where ve 

A is, subject to subsection (4), the total-of all 
amounts, each of which is in respect of a liability, 
benefit, risk or guarantee under a life insurance 
policy that was at any time in the year a taxable 
life insurance policy of the insurer, determined by 
multiplying the net interest rate in respect of the 


liability, benefit, risk or guarantee for the year by 
1/2 of the total of . 


(a) the maximum amount that would be deter- 
mined under paragraph 1401(1)(a), (c) or-(d) 
of the Income Tax Regulations (other than an 
amount that would be determined under sub- 
paragraph 1401(1)(d)(i) of those Regulations 
in respect of a disabled life) in respect of the 
insurer for the year in respect of the liability, 
benefit, risk. or guarantee if subsection 
1401(1) of those Regulations. applied to all, 

_ life insurance policies and if that amount were 
determined without reference to any. policy 
loan or reinsurance alrangement, and 


(b) the maximum amount that would be deter- 
mined under paragraph 1401(1)(a), (c) or (d) 
of the Income Tax Regulations (other than an 
amount that would be determined. under sub- 
paragraph 1401(1)(d)(ii) of those Regulations 
in respect of a disabled life) in. respect of the 


1624 


Part XII.3 — Tax on Investment Income of Life Insurers 


insurer for the preceding taxation year in re- 
spect of the liability, benefit, risk or guarantee 
if subsection 1401(1) of those Regulations ap- 
plied to all life insurance policies and if that 


amount were determined without reference to | 


any policy loan or reinsurance arrangement; 


B. is the total of all amounts, each of which is the 


positive or negative amount in respect of a life 
insurance policy that was at any time in the year a 
taxable life insurance policy of the insurer, deter- 
mined by the formula 


D-E 
where | 


D is, subject to subsection (4), the amount deter- 
mined by multiplying the percentage deter- 
mined in the description of A in the definition 


“net interest rate” in subsection 211(1) in re- — 


spect of the year by 1/2 of the total of 
(a) the maximum. amount. that would be 


determined under paragraph 1401(1)(c.1) 


of the Income Tax Regulations in respect 
of the insurer for the year in respect of the 
policy if subsection 1401(1) of those Reg- 
ulations applied to all life insurance poli- 
cies and if that amount were determined 
without reference to any policy loan or re- 
insurance arrangement, and 


(b) the maximum amount that would be 
determined under paragraph 1401(1)(c.1) 
of the Income Tax Regulations in respect 
of the insurer for the preceding taxation 
year in respect of the policy if subsection 
1401(1) of those Regulations applied to all 
life insurance policies and if that amount 
were determined without reference to any 
policy loan or reinsurance arrangement, 
and 


E. is the amount, if any, by which 


(a) the total of all amounts determined in 
respect of the insurer under the description 
of D in respect of the policy for the year 
and any preceding taxation years ending 
after 1989 


exceeds the total of 


(b) all amounts: determined in respect of 
the insurer under the description of E in re- 
spect of the policy for taxation years end- 
ing before the year, and 


(c) the amount, if any, by which 


(i) the maximum amount that would be 
determined under paragraph 
1401(1)(c.1) of the Income Tax Regula- 
tions in respect of the insurer for the 
year in respect of the policy if subsec- 
tion 1401(1) of those Regulations ap- 
plied to all life insurance policies and if 
that amount were determined without 
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reference to any policy loan or reinsur- 
ance serpin 


exceeds _ 


(ii) the maximum amount that would be 
determined under paragraph 
1401(1)(c. 1) of the Income Tax Regula- 
tions in respect of the insurer for its last 
1989 taxation year in respect of the pol- 
icy if subsection 1401(1) of those Reg- 
ulations applied to all life insurance 
policies and. if that amount were deter- 
_ mined: without reference to any policy 
loan or reinsurance arrangement; and 


C is the total of all amounts each of which is 100% 


of the amount required to be included in comput- 
ing the income of a policyholder under section 
12.2 or paragraph 56(1)G) for which the insurer is 
required by regulation to prepare an information 
return in respect of the calendar year ending in 
the taxation year, in respect of a taxable life in- 
surance policy of the insurer, except that the ref- 
erence in this description to 100% shall be read 
as a reference to, 


(a) where paragraph (a) of the description of B 
in the definition “net interest rate” in subsec- 
tion 211(1) applies for any taxation year in re- 
spect of a guaranteed benefit under the policy, 


0% for calendar years before 1991, 
5% for 1991, 

10% for 1992, 

15% for 1993, 

20% for 1994, 

25% for 1995, 

30% for 1996, 

SVONOL Vad. 

40% for 1998, 

45% for 1999, and 

50% for calendar years after 1999, 


and 


(b) where the policy was at any time after 
1989 an existing guaranteed life insurance 
policy, 

0% for the calendar year in shia it be- 
came a taxable life insurance policy of 
the insurer, 

0% for the first following calendar year, 

0% for the second following calendar year, 

5% for the third following calendar year, 

10% for the fourth following calendar 
year, 

15% for the fifth following calendar year, 

20% for the sixth following calendar year, 

25% for the seventh following. calendar 
year, 

30% for the eighth following calendar 
year, 

35% for the ninth following calendar year, 

40% for the tenth following calendar year, 


S. 211.1(3) 


~ 45% for the eleventh following calendar 
year, and 
50% for the twelfth following and subse- 
quent calendar years. 


Related Provisions: 257 — Formula amounts cannot calculate to » 


less than zero. 


History: The portion of the descriptions of A and D in subsec. 
211.1(3) before para. (a) amended by 1998, c. 19, subsecs. 213(1), 
(2), applicable to 1992 et seq. Those portions formerly read: 


A is the total of all amounts, each of which is in respect of a 
liability, benefit; risk or guarantee under a life insurance 
policy that was’ at any time’in the year a taxable life in- 
surance policy of the insurer, determined by multiplying 
the net interest rate in respect of the liability, benefit, risk 
or guarantee for the year by the amount equal to '/ of the 
total of noe i 


D_ is the amount determined by multiplying the percentage 
determined in the description of A in the definition “net 
interest rate” in subsection 211(1) in respect of the year 
by the amount equal to '2 of the total of 


Paras. (a) and (b) of the description of A, paras. (a) and (b) of the 
description of D in the description of B, and para. (c) of the descrip- 
tion of E in the description of B, in subsec. 211.1(3), amended by 
1997, c. 25, s. 61, applicable to 1996 e¢ seq. The paras. formerly 
read: 


(a) the maximum amount that would be deductible under par- 
agraph 1401(1)(a), (c) or (d) of the Income Tax Regulations 
(other than an amount that the insurer can claim under sub- 
paragraph 1401(1)(d)(ii) of the Regulations in respect of a 
disabled life) in computing the insurer’s income for the year 
in respect of the liability, benefit, risk or guarantee, if that 
amount were determined without reference to any policy loan 
or reinsurance arrangement, and 


(b) the maximum amount that would have been deductible 
under paragraph 1401(1)(a), (c) or (d) of the Regulations 
(other than an amount that the insurer can claim under sub- 
paragraph 1401(1)(d)(ii) of the Regulations in respect of a 
disabled life) in computing the insurer’s income for the im- 
mediately preceding taxation year in respect of the liability, 
benefit, risk or guarantee, if that amount were determined 
without reference to any policy loan or reinsurance 
arrangement; 


(a) the maximum amount that would be deductible under par- 
agraph 1401(1)(c.1) of the Income Tax Regulations in com- 
puting the insurer’s income for the year in respect of the pol- 
icy, if that amount were determined without reference to any 
policy loan or reinsurance arrangement, and 


(b) the maximum amount that would have been deductible 
under paragraph 1401(1)(c.1) of the Regulations in comput- 
ing the insurer’s income for the immediately preceding taxa- 
tion year in respect of the policy, if that amount were deter- 
“mined without reference to any policy loan or reinsurance 
arrangement, and 


(c) the amount, if any, by which 


(i) the maximum amount that would be deductible under 
paragraph 1401(1)(c.1) of the Income Tax Regulations in 
computing the insurer’s income for the year in respect of 
the policy, if that amount were determined without refer- 
ence to any, policy loan, or reinsurance arrangement 


exceeds 


(ii) the: maximum amount that would be deductible under 
paragraph: 1401(1)(c.1)-of the Regulations in computing 
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the insurer’s income for the insurer’s last 1989 taxation 

year in respect of the policy, if that amount were deter- 

mined without reference to any policy loan or reinsur- 
~ ance arrangement; and 


Subsec. 211.1(3) substituted by 1994, c. 7, Sch, II (1991, c. 49), 
subsec. 172(1), applicable (by subsec. 172(3)) to taxation years 
commencing after 1989 and, where an insurer so elected in respect 
of the insurer’s taxation years beginning after 1987 or $988 and 
before 1990 by notifying the Minister of National Revenue in. writ- 
ing before July 1991, to all taxation years of the insurer to which the 
election relates and, where such an election was made, 


(a) in respect of each taxation year of the insurer to which the 
election relates, each reference to “1989” in subsec. 211.1(3) 
shall be read as a reference to the year immediately preceding 
the first taxation year to which the election relates; and 


(b) notwithstanding subsecs. 152(4) to (5), such assessments of 
tax, interest and penalties shall be made as are necessary to give 
effect to the election. 


Also (by 1994, c. 7, Sch: II (1991, c. 49), subsec. 172(2)), in their 
application to taxation years commencing after June 17, 1987 and 
before 1990 that end after 1987 (except a taxation year of an insurer 
to which subsec. 172(1) of c. 49 applies because of an election 
made by the insurer as méntioned above), 


(a) the description of C in subsec. 211.1(3) shall be read as 
follows: 


C is the positive or negative amount that would be de- 
termined to be the insurer’s income or loss, respec- 
tively, for the year under Part I from carrying on a 
life insurance business in Canada; if 


(a) no amount were included in that determina- 
tion in respect of segregated funds of the insurer, 


(b)'no. amount were included in that determina- 
tion under paragraph 12(1)(d) or.(d.1), section 
12.3, paragraph 20(1)(1) or (1.1) or subsection 

-20(26), under a prescribed provision of this Act 
or, in respect of the amount deducted under para- 
graph 138(3)(c) of the Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952. as 
it applied to taxation years beginning before 
June 18, 1987, in computing its income for the 
immediately preceding taxation year, under para- 
graph 138(4)(a), 


(c) the amount, if any, determined under para- 
graph (g) of the description of A in respect of the 
insurer for the year were included in that 
determination, 


(d) the maximum amounts deductible in comput- 
ing that income... under subparagraphs 
138(3)(a)(i), (ii) and (iv) were deducted in that 
determination, 


(e) for the purposes of paragraph 138(4)(a), the 
maximum amounts deductible under subpara- 
graphs 138(3)(a)(i), (ii) and (iv) were deducted 
in computing the insurer’s income or loss, as the 
case may be, for the immediately preceding taxa- 
tion year, and 


(f) in respect of the insurer’s first taxation year 
beginning after June 17, 1987 and ending after 
1987, 


(i) the amounts referred: to in paragraph (e) 
in respect of the insurer’s immediately pre- 
ceding taxation year were the maximum 
amounts that would be deductible under sub- 
paragraphs 138(3)(a)(i), (ii) and (iv) for that 
preceding year if those subparagraphs ap- 
plied to-that year, and 
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(b) the description of G in subsec. 211.1(3) shall be read as 
follows: 
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(ii) the prescribed amount of the insurer’s 
1968 reserve adjustment were nil; 


is the total of all amounts each of which is the pre- 
scribed portion of an amount that-would be included 
under section 12.2 or paragraph 56(1)(j) in comput- 
ing the income of a policyholder for a taxation year 
ending in the year, if all taxation years were calendar 
years, in respect of life insurance policies in Canada 
(other than annuity contracts and prescribed LUE 
ments) of the insurer. 


Subsec. 211.1(3) formerly read: 


(3) Canadian life investment income — For the purposes 
of this Part, the Canadian life investment income or loss, as 
the case may be, of a life insurer for a taxation year is the 
positive or negative amount, respectively, determined by the 
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an amount determined under this paragraph in 
determining the Canadian life investment in- 
come for a preceding taxation year, 


and deducting from that total the total of the following 
amounts in-respect of the insurer for the year: 


(h) the amount deductible under paragraph 138(3)(b) 
in computing the insurer’s income for the year, 


(i) the amount deductible under paragraph; 138(3)(d) 
in computing the insurer’s income for the year, 


(j) the total of all losses sustained by the insurer in 
the year from dispositions of such of its non-segre- 


_ gated property (other than property that is a Canada 


security or capital property) as was property used in 
the year in, or held in the year in the course of, carry- 
ing on a life insurance business in Canada, 


(k) the total of all expenses deducted in computing 
the insurer’s income under Part I for the year to the 
extent that those expenses were incurred for the pur- 


formula poses of managing its non-segregated property and 
may reasonably be regarded. as having been incurred 
arn eS np Baad em NS for the purposes of earning any amount included 

where under paragraphs (a) to (f) for the year, 


A. is the positive or negative amount, as the case may be, 
determined by totalling the following amounts in respect 
of the insurer for the year: 


(a) the total of all amounts included under subsection 
138(9) in computing the insurer’s income for the 
year from carrying on a life insurance business in 
Canada, 


(b) where subsection 138(9) ake not ‘abe to the in- 
surer, its gross investment revenue for the year from 
such of its non-segregated property as was property 
used in the year in, or held in the year in the course 
of, carrying on a life insurance business in Canada, 


(1) the total of all amounts that became payable by 
the insurer in respect.of the year as, on account of or 
in lieu of payment of, interest,on amounts on deposit 
with the insurer in accordance with the terms of its 
life insurance policies in Canada, and 


(m) the total of amounts. (other than’ amounts in- 
cluded under paragraph (k) or (1)) deducted in com- 
puting the insurer’s income for the year under 
paragraphs 20(1)(a), (c), (d) and (p), to the .extent 
that each such amount may reasonably be regarded 
as relating to any amount included under paragraphs 
(a) to (f) for the year; 


B _ is the. total. of all amounts deducted in computing the in- 
surer’s income for the year under Part I from carrying on 
a life insurance business in Canada (net of expense, al- . 
lowances under reinsurance arrangements included in 
computing that income) except to the extent that any such 
amount ' tie He 


(c) the amount included under paragraph 138(4)(b) in 
computing the insurer’s income for the. year, 


(d) the amount included under paragraph 138(4)(c) in 
computing the insurer’s income for the year, 


(e) the total of all amounts that accrued to, or became 


receivable or were received by, the insurer in the 
year as, on account of or in lieu of payment of, inter- 
est in respect of policy loans made under the terms of 
its life insurance policies in Canada, to the extent not 
included in computing its Canadian life investment 
income for a preceding taxation year, 


(f) the total of all gains made by the insurer in the 
year from dispositions of such of its non-segregated 
property (other than property that is;a Canada secur- 
ity or capital property) as was property used in the 
year in, or held in the year in the course of, carrying 
on a life insurance business in Canada, and 


(a) is included in an amount determined in respect of 
the insurer for the year under any of paragraphs (j) to 
(m) of the description of A; 


(b) was paid or payable by the insurer in respect of 
benefits payable under a life insurance policy, 


-(c) is deductible under paragraph 20(1)(1) or (1.1) or 


subsection 20(26) or 138(3) in computing its income 
from carrying on a life insurance business in Canada, 
or 


(d) may reasonably be considered to-relate-to segre- 
gated funds. of the insurer; 


(8) the amount, if any, by which C is the positive or negative amount, as the case may be, 


that would be determined to be the insurer’s income or 
loss, respectively; for the year under Part I from carrying 
on a life insurance business in Canada, if 


(i) the total of all taxable capital gains of the in- 
surer for the year from dispositions of such of its 
non-segregated property as was property used in 
the year in, or held in the year in the course of, 


; zeae ‘ 4 (a) no amount were included in that determination in 
carrying on a life insurance business in Canada 


respect of segregated funds of the insurer, 


exceeds (b) no amount were included in that determination 


under paragraph -12(1)(d) or (d. 1), section 12.3, para- 
graph 20(1)(1) or (1.1)-or subsection 20(26), under a 
prescribed provision of this Act, or under paragraph 
138(4)(a) in respect of the amount deducted «under 
paragraph 138(3)(c) of the Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952, in com- 
puting its income for the immediately preceding tax- 
ation year, 


(ii) the total of all allowable capital losses of the 
insurer for the year and all preceding taxation 
years commencing after June 17, 1987 and end- 
ing after 1987 from dispositions. of such of its 
non-segregated property as was property used in 
the year in, or held in the year in the course of, 
carrying on a life insurance business in Canada 
to the extent that those losses have not reduced 
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(c) the amount, if any, determined under paragraph 
(g) of the description of A in respect of the insurer 
for the year were included in that determination, and 


(d) the maximum amounts deductible under subpara- 
graphs 138(3)(a)(i), (ii) and (iv) in computing the in- 
surer’s income for the year were deducted in that de- 
termination and on the assumption that the maximum 
amounts so deductible in computing its income for 
the immediately preceding year had been deducted; 


D is the positive or negative amount, as the case may be, 
attributable to registered life insurance policies, regis- 
tered pension plans, annuity contracts and prescribed ar- 
rangements, determined in accordance with prescribed 
rules, in respect of the insurer for the year; 


E is the positive or negative amount, as the case may be, 
determined by totalling the term insurance component 
and the amortization adjustment amount, determined in 
accordance with prescribed rules, in respect of the insurer 
for the! year; 


Fis the amount of guaranteed interest, determined in accor- 
dance with prescribed rules, in respect of the insurer for 
the year; and 


G_ is the prescribed portion of amounts that would, but for 
' subsection 12(8) of the Income Tax Act, chapter 148 of 
the Revised Statutes of Canada, 1952. be included in 
computing the income of policyholders under section 
12.2, paragraph 56(1)(j) or subparagraph 115(1)(a)(vi), 
for taxation years ending in the year, if all taxation years 
were calendar years, in respect of life insurance policies 
in Canada (other than annuity contracts and prescribed 
arrangements) of the insurer. 
The description of D in subsec. 211.1(3) amended by 1990, c. 35, s. 
29, to substitute “registered pension plans” for “registered pension 
funds or plans”, applicable after 1985. 
Selected Cases [subsec. 211.1(3)]: Excelsior Life Insurance 
Co. v. The Queen, [1985] 1 C.T.C. 213 (FCTD) (Expenses deducti- 
ble in computing income from life insurance business apply to seg- 
regated or non-segregated: property when calculating its net Cana- 
dian life investment income). 
Regulations [subsec. 211.1(3)]: 1900 (for taxation years that 
began after June 17, 1987 and before 1990 that end after 1987). 


(4) Short taxation year — Where a taxation year 
of a life insurer is less than 51 weeks, the values of 
A and D in subsection (3) for the year are that pro- 
portion of those values otherwise so determined that 
the number of days in. the year (other than February 
29) is of 365. 


History: Subsec. 211.1(4) added by 1998, c. 19, subsec. 213(3), 
applicable to 1992 et seq. 

Definitions [s. 211.1]: “allowable capital loss” —.38(b), 248(1); 
“amount”, “annuity”, “business” — 248(1); “calendar: year” — In- 
terpretation Act 37(1)(a); “Canada” — 255; “capital property” — 
54, 248(1); “carrying on business” — 253: “Insurer”, “life insurance 
business” — 248(1); “life insurance policy” — 138(12), 211, 
248(1); “life insurer”, “prescribed”, “property”, “registered pension 
plan” — 248(1); “taxation year” — 249. See also 21 1(1). 


211.2 Return — Every life insurer shall file with 
the Minister, not later than. the day on or before 
which it is required by section. 150 to file its return 
of income for a taxation year under Part I, a return of 
taxable Canadian life investment income for that 
year in prescribed form containing an estimate of the 
tax payable by it under this Part for the year. 
Related Provisions: 150.1(5) — Electronic filing. 


Income Tax Act 


Definitions: “life insurer”, “Minister”, “prescribed” — 248(1); 
“taxation year” —249, 


Forms: T2142: Part XII.3 tax return — tax On investment income 
of life insurers. 


211.3 (1) Instalments — Every life insurer shall, 
in respect of each of its taxation years, pay to the 
Receiver General on or before the last day of each 
month in the year, an amount equal to 1/12 of the 
lesser of 
(a) the amount estimated by the insurer to be the 
annualized tax payable under this Part by it for 
the year, and 
(b) the annualized tax payable under this Part by 
the insurer for the immediately preceding taxa- 
tion year. 


(2) Annualized tax payable — For the purposes 
of subsections (1) and 211.5(2), the annualized tax 
payable under this Part by a life insurer for a taxation 
year is the amount determined by the formula 


(365/A) x B 
where 
Ais. 
(a) if the year is less than 357 days, the num- 
ber of days in the year (other than February 
29), and | 
(b) otherwise, 365; and 
B is the tax payable under this Part by the insurer 
for the year. 


History: S. 211.3 amended by 1998, c. 19, s. 214, applicable to 
taxation years that begin after 1995. S. 211.3 formerly read: 


211.3 Instalments — Every life insurer shall pay to the Re- 
ceiver General on or before the last day of each three month 
period, if any, in a taxation year an instalment determined by 
the formula 


Lael A 
B 


where 

A is the number’ of months in the year within the three 
month period; 

Bis the number of months in the year; and 

C is the lesser of 


(a) the tax payable under this Part-by the insurer for 

the year, and 

(b) the tax payable under this Part by the insurer for 

the immediately preceding taxation year. 
Definitions: “annualized tax payable” — 211.3(2); “life in- 
surer” — 248(1); “tax. payable” — 248(2); “taxation year” — 249, 
Information Circulars: 81-11R3: Corporate instalments. 


211.4 Payment of remainder of tax — Every life 
insurer shall pay, on or before the last day of the sec- 
ond month ending ‘after the end of a taxation year, 
the remainder, if any, of the tax payable under this 
Part by the insurer for the year. 


Definitions: “insurer”, “life insurer’ — 248(1); “taxation year” — 
249, 


1628 


Part XI1.4 — Tax on Qualifying Environmental Trusts 


211.5 (1) Provisions applicable to Part — Sec- 
tion 152;-subsection 157(2:1), sections-158 and 159, 
subsections’ 161(1), (2),(2.1), (2.2) and (11), sec- 
tions 162to 167 and Division J of Part I apply to this 
Part; with such modifications as the circumstances 
require. | 


(2) Interest on instalments — For the purposes — 


of subsection 161(2) and section 163.1 as they apply 
to this Part, a life insurer is, in respect of .a taxation 
year, deemed to have been liable to pay, on or before 
the last day of each month in the year, an instalment 
equal to 1/12 of the lesser of 


(a) the annualized tax payable under this Part by 
the insurer for the year, and 


(b) the annualized tax payable under this Part by 
the insurer for the immediately preceding taxa- 
tion year. 


Related Provisions: 211.3(2) — Annualized tax payable. 


History [s. 211.5]: S. 211.5 renumbered as subsec. 211.5(1) and 
subsec. (2) added by 1998, c. 19, s. 215, applicable to taxation years 
that begin after 1995. 


S. 211.5 repealed and s. 211.6 renumbered as 211,5,.and amended, 


by 1994, c. 7, Sch. I (1991, ¢, 49), s. 173, applicable to 1990 et seq. 
Ss. 211.5, 211.6 formerly read: 


211.5 Interest — Where a life insurer has failed to pay all or 
any instalment of tax under this Part on or:before the day on 
or before which it was required to be paid, the insurer shall 
pay to the Receiver General interest at the prescribed rate on 
the amount that it failed to pay, computed from the day on or 
before which the amount.was required to be paid to the day of 
payment. . 


211.6 Provisions applicable to Part — Sections 152, 158 
and 159, subsection 161(1), sections 162 to 167 and Division 
J of Part I are applicable to this Part with such modifications 
as the circumstances require. 


Pre-RSC History [former s. 211.5]: Former s. 211.5 amended 
by 1990, c. 39, s..52, to substitute. “it” for “the tax or instalment, as 
the case may. be,” and “the insurer shall pay to the Receiver General 
interest at the prescribed rate” for “it shall pay to the Receiver Gen- 
eral interest at the rate prescribed for the purposes of section 161”, 
applicable with respect to interest to be calculated in respect of peri- 
ods after September 1989. 


Definitions: “annualized tax payable” — 211.3(2); “life in- 
surer” — 248(1); “taxation year” — 249. 
Pre-RSC History [Part XII.3]: Part XII.3 (ss. 211 to 211.6) added 


by 1988, c. 55, s. 160, applicable with respect to taxation years 
commencing: after June 17, 1987 that end after 1987: 


Part XII.4 — Tax on 
Qualifying Environmental 
Trusts 


211.6 (1) Charging provision — Every trust that 
is a qualifying environmental trust at the end of a 
taxation year shall pay a tax under this Part for the 
year equal to 28% of its income under Part I for the 
year. 


S. 211.6(5) 


History: Subsec. 211.6(1) amended by 1998, c..19, s. 61, applica- 
ble to 1997 et seg. Subsec. 211.6(1) formerly read: 


(1) Charging provision — Every trust that is a mining recla- 
mation trust at the end of a taxation year shall pay a tax under 
this Part.for the year equal to 28% of its income under Part I 
for the year. 


Subsec. 211.6(1) added by 1995, c. 3, s. 50, applicable to 1994 et 
seq. 


(2) Computation of income — For the purpose 
of subsection (1), the income.under Part.I ofa quali- 
fying environmental trust shall be computed as if this 
Act were read without reference to subsections 
104(4) to (31) and sections 105 to 107. 


History: Subséc. 211.6(2) amended by 1998, c. 19, s. 61, applica- 
ble to 1997 et seg. Subsec. 211.6(2) formerly read: 


(2) Computation of ‘income — For the purpose ‘of subsec- 
tion (1), the income under Part I of a mining reclamation trust 
shall be computed as if this Act were read without reference 
to: subsections 104(4) to (31) and sections 105 to 107. 


Subsec. 211.6(2) added by 1995, c. 3, s. 50, applicable to 1994 et 
SOG. Fi: . Ussisaie 


(3) Return — Every trust that is a qualifying envi- 
ronmental trust at the end of a taxation year shall file 
with the Minister on or before its filing-due date for 
the year a return for the year under this Part in pre- 
scribed form containing an estimate of the amount of 
its tax payable under this Part for the year. 


History: Subsec. 211.6(3) amended by 1998, c. 19, s. 61,-applica- 
ble to 1997 et seg. Subsec. 211.6(3) formerly read: 


(3) Return — Every trust that is a mining reclamation trust at 
the end of a taxation year shall file with the Minister on or 
before the day that is 90 days after the end of the year a return 
for the year under this Part in prescribed form containing an 
estimate of the amount of tax payable under this Part for the 
year by the trust. 


Subsec. 211.6(3) added by 1995, c. 3, s. 50, applicable to 1994 et 
seq. rae 


Forms: T3M: Environmental trust income tax return. © 


(4) Payment of tax — Every trust shall pay to the 
Receiver General its tax payable under this Part for 
each taxation year on or before its balance-due day 
for the year. 


History: Subsec. 211.6(4) amended by 1998, c. 19, s. 61, applica- 
ble to 1997 et seg. Subsec. 211.6( formerly read: — 


(4) Payment of tax — Each trust shall pay in respect of each 
taxation year to the Receiver General its tax payable under 
this Part for the year on or before the day that is 90 days after 
the end of the year. 


Subsec. 211.6(4) added by 1995, c. 3, s: 50, applicable to 1994 et 
seq. 


(5) Provisions applicable to Part — Subsections 
150(2) and (3), sections 152, 158 and 159, subsec- 
tions 161(1).and (11), sections 162 to 167 and Divi- 
sion J of Part I apply to this Part, with such modifi- 
cations as the circumstances require. 


History [subsec. 211.6(5)]: Subsec. 211.6(5) added by 1995, ¢. 
3,:s. 50, applicable to 1994 et seq. 
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History [s. 211.6]: The heading before s. 211.6 amended by 1998, 
c. 19, s. 60, applicable:to 1997 et seg. It formerly read: 


Tax,on Mining Reclamation Trusts 
Definitions [s. 211.6]: “amount”; “balance-due day”, “filing-due 


date” —248(1); “mining reclamation trust”, “Minister”, “pre- 
scribed”, “qualifying environmental trust” — 248(1); “taxation 
year” — 11(2), 249; “trust” — 104(1), 248(1): “trust’s year” — 
107.3(1). 


Part XII.5 — Recovery of 
Labour-Sponsored Funds 
Tax Credit 


211.7 Definitions — The definitions in this section 
apply for the purposes of this Part. 


“approved share” has the meaning assigned by sub- 
section 127.4(1), 


“labour-sponsored funds tax credit” in respect of 
a share is 


(a) where the original acquisition of the share oc- 
curred before 1996, 20% of the net cost of the 
share on that acquisition; and’ 


(b). in any other case, the amount that would be 
determined under subsection 127.4(6) in respect 
of the share if this Act were read without refer- 
ence to paragraphs 127.4(6)(b) and (d). 


“net cost’ has the meaning assigned by subsection 
127.4(1). 


“original acquisition’’. has the meaning assigned by 


subsection 127.4(1). 


“qualifying trust’’ has the meaning assigned by sub- 
section 127.4(1), 


“revoked corporation” means a corporation the re- 
gistration of which has been revoked under subsec- 
tion 204.81(6). 


History: S. 211.7 added by 1997, c. 25, s. 62, applicable to re- 

demptions, acquisitions, cancellations and, dispositions. that occur 

after November 15, 1995, except that s. 211.7 does not apply 
(a) to any redemption that occurs before 1998 of a share of the 
capital stock of a corporation that was registered under subsec. 
204.81(1), where an amount determined under regulations made 
for the purpose of cl. 204.81(1)(c)(v)(F) is directed. to be remit- 
ted to the Receiver General in order to permit the redemption; 
and 
(b) to any disposition that occurs before 1998, where an amount 
is required to be remitted to the government of a province as a 
consequence of the disposition and a portion of the amount is in 
respect of the recovery of a tax credit that is provided under 
subsection 127.4(2) in respect of the share. 


Definitions [s. 211.7]: “amount” — 248(1); “corporation” — 
248(1), Interpretation Act 35(1); “net cost”. “original acquisi- 
tion” — 127.4(1),°211.7% “share” — 248(1), S 


211.8 (1) Disposition of approved share — 
Where an approved shate of the capital stock of a 
registered labour-sponsored venture capital corpora- 
tion or a revoked corporation is redeemed, acquired 
or cancelled by the corporation less than 8 years af- 


Income Tax Act 


ter the day on which the share was issued (other than 
in circumstances. described in’, subclause 
204.81(1)(c)(v)(A)() or - (ID) or clause 
204:81(1)(c)(v)(B) or (D)) or any other. share that 
was issued by any other labour-sponsored venture 
capital corporation is disposed of, the person who 
was the shareholder immediately before the redemp- 
tion, acquisition, cancellation or disposition shall pay 
a tax under this Part equal to the lesser of 


(a) the amount determined by the formula 


AXB 
where 
A’ is: 
(i) where the share was issued by a regis- 
tered labour-sponsored venture capital cor- 
poration or a revoked corporation, the la- 


bour-sponsored funds tax credit in respect 
of the share, and 


(ii) where the share was issued by any 
other labour-sponsored venture capital cor- 
‘poration and was at any time an approved 
share, the amount, if any, required to be re- 
mitted to the government of ‘a province as 
a consequence of the redemption, acquisi- 
tion, cancellation or disposition (otherwise 
than as. a consequence of an increase in the 
corporation’s liability for a penalty under a 
law of the province), and 


(i) nil, where the share was issued by a 
registered labour-sponsored venture capital 
corporation or a revoked corporation, the 
original acquisition of the share was before 
March 6, 1996 and the rederaption, acqui- 
sition, cancellation or disposition is 


(A) more than 2 years after the day on 
which it was issued, where the redemp- 
tion, acquisition, cancellation or dispo- 
sition is permitted under the articles of 
the corporation because an individual 
attains 65 years of age, retires from the 
workforce or ceases to be resident in 
Canada, or 


(B) more than 5 years after the day on 
which it was issued, 


(ii) one, in any other case where the share 
was issued by a registered labour-spon- 
sored venture capital corporation or a re- 
voked corporation, and 


(iii) in any other case, the quotient ob- 
tained when the labour-sponsored fund tax 
credit in respect of the share is divided by 
the. tax credit provided under.a law of a 
province in respect of any previous acqui- 
sition of the share, and 


(b) the amount that would, but for subsection (2), 
be payable to the shareholder because of the re- 
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demption, acquisition; cancellation or disposition 

(determined after taking into account the amount 
determined under subparagraph (ii) of. the 
description of A in paragraph (a)). 


Related Provisions: 211. 8(2) — Withholding and remitianios mi 
tax; 211.9 —Refund of clawback; 227(10.01) — Assessment of 
amount payable by resident of Canada; 227(10.1)(c) — Assessment 
of amount payable by non-resident; — kena ne yh of 
credit by national LSVCCs. 


(2) Withholding and remittance of tax — 
Where a person or partnership (in this section re- 
ferred to as the “‘transferee”) redeems, acquires or 
cancels a share and, as a consequence, tax is payable 
under this Part by the person who was the share- 
holder immediately before the redemption, acquisi- 
tion or.cancellation, the transferee shall 


(a) withhold from the. amount otherwise nase 
on the redemption, acquisition or cancellation to 
the shareholder the amount of the tax; 


(b) within 30 days after the redemption, acquisi- 
tion or cancellation, remit the amount of the tax 
to the Receiver General on behalf of the share- 
holder; and. 


(c) submit with the remitted amount a statement 
in prescribed form. 


Related Provisions: 211.8(3) — Liability for failure to withhold; 
211.9 — Refund of clawback; 227 — Withholding taxes — admin- 
istration and enforcement; 227(5)(a.1) — Person who has influence 
over payment may be liable for failure to withhold; 227(6) — Ap- 
plication of excess amount withheld; 227(8.3)(c) — Interest on 
amounts not withheld. 


Forms: T1149: Remittance form for labour-sponsored funds. tax 
credits withheld on redeemed shares. 


(3) Liability. for tax — Where a transferee has 
failed to withhold any amount as required by subsec- 
tion (2) from an amount paid or credited to a share- 
holder, the transferee is liable to pay as tax under 
this Part on behalf of the shareholder the amount the 
transferee failed to withhold, and is entitled to re- 
cover that amount from the shareholder. 


Related Provisions: 227(10.01) — Assessment of amount paya- 
ble by resident of Canada;. 227(10. el — Assessment on amount 
payable by non-resident. 


History: S. 211.8 added by 1997, oT s. 62; subsec. 211.8(1) ap- 
plicable to redemptions, acquisitions, cancellations and dispositions 
that occur after November 15, 1995, except that it does not apply 


(a) to any. redemption that occurs. before 1998 of a share of the 
capital stock of a corporation that was registered under subsec. 
204.81(1), where an amount determined under regulations made 
for the purpose of cl. 204.81(1)(c)(v)(F) is directed to be remit- 
ted to the Receiver General in, order to permit the redemption, 
and 


(b) to any disposition that occurs before 1998, where an amount 
is required to be remitted to the government of a province as a 
consequence of the disposition.and a portion of the amount is in 
respect of the recovery of a tax credit that is provided under 
subsec. 127.4(2) in respect of the share; 


subsecs. 211.8(2). and (3) applicable to redemptions, acquisitions 
and cancellations that occur after April 25, 1997. 


S. 211.91(1) 


Definitions [s. 211.8]: “approved share” — 127.4(1), 211.7; “in- 
dividual” —248(1); “labour-sponsored funds tax credit” — 211.7; 
“original acquisition” — 127.4(1), 211.7; “person”, “prescribed” — 


248(1); “province” — Interpretation Act 35(1); “registered labour- 
sponsored venture capital corporation” — 248(1); “resident in Can- 
ada” — 250; “revoked corporation” — 211.7;| “shareholder” — 
248(1);, “transferee” — 211.8(2). 


211.9. Refund of clawback — The Minister may 
pay to an individual (other than a trust) an amount 
not exceeding the lesser of 


(a) either 


(i) the tax paid under this Part in respect of a 
disposition of a share, or 


(ii) the amount, determined under regulations 
made for the purpose of clause 
204.81(1)(c)(v)(F) that was remitted to the 
Receiver General in respect of a disposition of 
an approved share, and 


(b) the amount, if any, by which 


(i) 15% of the net cost of the share on the 
original acquisition by the individual (or by a 
qualifying trust for the individual in respect of 
the share) 


exceeds 


(ii) the amount deducted under subsection 
127.4(2) in respect of the original acquisition 
of the share by the individual (or by a qualify- 
ing trust for the individual in respect of the 
share) 


if application for the payment has been made in writ- 
ing by the individual and filed with the Minister no 
later than 2 years after the end of the calendar year in 
which the disposition occurred. 


Related Provisions: 127.4(6)(d) bet Labour-sponsored funds 
credit is nil where amount has been refunded under 211.9. 


History: S. 211.9 added by 1997, c. 25, s, 62, applicable after April 
25, 1997, except that 


(a) the reference to “15%” in subpara. 211.9(b)(i) shall be read 
as “20%” in respect of a disposition of a share the original ac- 
quisition of which was before March 6, 1996; and 


(b) any application filed under that section before 1998 is 
deemed to be filed’on a timely basis. — 


Definitions [s. 211.9]: “amount” — 248(1); “approved share” — 
127.4(1), 211.7; “calendar year” — Interpretation Act 37(1)(a); “in- 
dividual”, “Minister” — 248(1); “net cost”, “original acquisition”, 
“qualifying trust” — 127.4(1), 211.7; “regulation” — 248(1); 
“trust” — 104(1), 248(1), (3); “writing” — Interpretation Act 35(1). 


Part XII.6 — Tax on Flow- 
through Shares 


211.91 (1) Tax imposed — Every corporation 
shall. pay a tax under this Part in respect of each 
month (other than January) in a calendar year equal 
to the amount determined by, the formula 
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(a+ 


 -e-2) (8) 


fbn yee. 
12 10 
where 


A is the total of all amounts each of which is an 
amount that the corporation purported to re- 
nounce in the year under subsection 66(12.6) or 
(12.601) because of the application of subsection 
66(12.66) (other than an amount purported to be 
renounced in respect of expenses incurred or to 
be incurred in connection with production or po- 
tential production in a province where a tax, simi- 
lar to the tax provided under this Part, is payable 
by the corporation under the laws of the province 
as a consequence of the failure to incur the ex- 
penses that were purported to be renounced); 


B is the total of all amounts each of which is an 
amount that the corporation. purported to re- 
nounce in the year under subsection 66(12.6) or 
(12.601) because of the application of subsection 
66(12.66) and that is not included in the value of 


9 


C is the total of all expenses described in paragraph 
66(12.66)(b) that are 


(a) made or incurred by the end of the month 
by the corporation, and 


(b) in respect of the purported renunciations in 
respect of which an amount is included in the 
value of A; 


D is the total of all expenses described in paragraph 
66(12.66)(b) that are 


(a) made or incurred by the end of the month 
by the corporation, and 


(b) in respect of the purported renunciations in 
respect of which an amount is included in th 
value of B; 


E is the rate of interest prescribed for the purpose of 
subsection 164(3) for the month: and 


EF is 
(a) one, where the month is December, and 


(b) nil, in any other case. 
Related Provisions: 18(1)(t), 20(1)(nn) — Tax under Part XII.6 
is deductible; 66(18) — Members of partnerships; 87(4.4)(e)—(h) — 
Amalgamation of principal-business corporations; 211.91(2) —-Re- 
turn and payment of tax; 257 — Formula cannot calculate to less 
than zero. 


Regulations: 4301(b) (prescribed rate of interest under 164(3), for 
211.91(1)B). 


(2) Return and payment of tax — A corporation 
liable to tax under this Part in respect of one or more 
months in a calendar year shall, before March of the 
following calendar year, 


(a) file with the Minister a return for the year 
under this Part in prescribed form containing an 
estimate of the tax payable under this Part by it in 
respect of each month in the year; and 
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(b) pay to the Receiver General the amount of tax 
payable under this Part by it in respect of each 
month in the year. 


(3) Provisions applicable to Part — Subsections 
150(2) and (3), sections 152, 158 and 159, subsec- 
tions 161(1) and (11), sections 162 to 167 and Divi- 
sion J of Part I apply to this Part, with any modifica- 
tions that the circumstances require. 


History: Part XII.6 (s. 211.91) added by 1997, c. 25, s. 62, applica- 
ble to the 1997 and subsequent calendar years. ~ 


Definitions [s. 211.91]: “amount” — 248(1): “calendar year” — 
Interpretation Act 37(1)(a); “corporation” — 248(1), Interpretation 
Act 35(1); “Minister”, “prescribed” — 248(1); “province” — Inter- 
pretation Act 35(1). 


Part XIIl— Tax on Income 
from Canada of Non- 
Resident Persons 


212. (1) Tax — Every non-resident person shall pay 
an income tax of 25% on every amount that a person 
resident in Canada pays or credits, or is deemed by 
Part I to pay or credit, to the non-resident person as, 
on account or in lieu of payment of, or in satisfaction 
of, 


Related Provisions: 214(1)—No deductions from. tax; 
215(1) — Requirement to withhold and remit: 216 — Election to 
pay tax on net income from rents and timber royalties; 217 — Elec- 
tion to file return under Part I in respect of certain kinds of income; 
227 — Withholding taxes — administration and. enforcement; 
246(1) — Benefit conferred on a person; Reg. 105 — Withholding 
on payments to non-residents for services; Reg. 805 —No tax 
where income attributable to permanent establishment or taxable 
under 115(1)(a)(iii.3). 


.T. Application Rules [subsec. 212(1)}: 10(4) (application to 
debts issued before 1976); 10(6) (reduction of 25% rate by treaty). 


Interpretation Bulletins [subsec. 212(1)]: IT-77R: Securities 
in satisfaction of income debt; IT-360R2: Interest payable in a for- 
eign currency. See also list at end of s. 212. 


Information Circulars [subsec. 212(1)]: 76-12R4: Applicable 
rate of Part XIII tax on amounts paid or credited to persons in treaty 
countries; 77-16R4: Non-resident income tax. 


I.T. Technical News [subsec. 212(1)]: No. 11 (paragraph 
212(1)(b) — postamble — where interest varies according to the 
value of a foreign currency); (212(1) — reporting of amounts paid 
out of an employee benefit plan). 


Forms [subsec. 212(1)]: NR2-UK, NR2A-UK: Statements of 
amounts paid to non-residents of Canada; NR4. Summ: Return of 
amounts paid or credited to non-residents of Canada; NR4 Supp: 
Statement of amounts paid or credited to non-residents of Canada; 
NR4-OAS: Statement of OAS pension paid or credited to non-re- 
sidents of Canada; NR601: Non-resident ownership certificate — 
withholding tax; NR602: Non-resident ownership certificate — no 
withholding tax; PD7AR-NR: Non-resident tax (Part XIII) remit- 
tance form; T1141: Information return in respect of transfers to non- 
resident trusts; T1142: Information return in respect of distributions 
from and indebtedness owed to a non-resident trust. 


(a) Management fee — a management or ad- 
ministration fee or charge; 


Related Provisions: 212(4) — Meaning of “management or ad- 
ministration fee or charge”. See additional Related provisions at be- 
ginning of subsec. 212(1). 
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Selected Cases [para. 212(1)(a)]: Peter Cundill & Associates 
Lid. v. Canada, {1991] 2 C.T.C..221 (FCA) (Fees paid by Canadian 
corporation to Bermuda subsidiary taxable, not at arm’s length since 
both corporations controlled by same “mind”); Alberta Gas 
Ethylene Co. v. Canada, {1990] 2 C.T.C. 171 (FCA) (Interest on 
loan by non-resident subsidiary to resident parent subject to with- 
holding tax; agency argument rejected). 


Regulations: 202(1)(a) (information return); 805 (no tax where 
income attributable to permanent establishment). 


Interpretation Bulletins: IT-468R:' Management or administra- 
tive fees paid to non-residents. See‘also list at end of s. 212. 


Information Circulars: 87-2: International transfer pricing and 
other international transactions. See also at beginning of subsec. 
212(1). 


Forms; See, at beginning of subsec. 212(1). 
(b) interest — interest except 


(i) interest payable by a non-resident-owned 
investment corporation, 


(ii) interest payable on 


(A) bonds of or guaranteed by the Govern- 
ment of Canada issued on or before De- 
cember 20, 1960, 


(B) bonds of or guaranteed by the Govern- 
ment of Canada issued after December 20, 
1960, and before April 16, 1966, the inter- 
est on which is payable to the government 
or central bank of a country other than 
Canada or to any international organiza- 
tion or agency prescribed by regulation, or 


(C) bonds, debentures, notes, mortgages or 
similar obligations 


(1) of or guaranteed by the Government 
of Canada, 


(IL) of the government of a province or 
an agent thereof, 


(Il) of a municipality in Canada or a 
municipal or public body performing a 
function of government in Canada, 


(IV) of a corporation, commission or 
association not less than 90% of the 
shares or capital of which is owned by 
Her Majesty in right of a province or by 
a Canadian municipality, or of a sub- 
sidiary wholly-owned corporation that 
is subsidiary to such a corporation, 
commission or association, or 


(V). of an educational institution or a 
hospital if repayment of the principal 
amount thereof and payment of the in- 
terest thereon is to be made, or is guar- 
anteed, assured or otherwise specifi- 
cally provided for or secured by the 
government of a province, 


issued after April 15, 1966, . 
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(iii) interest payable in a currency other than 
Canadian currency to a person with whom the 
payer is dealing at arm’s length, on 


(A) any obligation where the evidence of 
indebtedness was issued on or before De- 
cember 20, 1960, 


(B) any obligation. where the evidence of 
indebtedness was issued after December 
20, 1960, if the obligation was entered into 
under an agreement in writing made on or 
before that day, under which the obligee 
undertook to advance, on or before a speci- 
fied day, a specified amount at a specified 
rate of interest or a rate of interest to be 
determined as provided in the agreement, 
to the extent that the interest payable on 
the obligation is payable 


(I) in respect of a period ending not 
later than the earliest day on which, 
under the terms of the obligation deter- 
mined as of the time it was entered 
into, the obligee would be entitled to 
demand payment of the principal 
amount of the obligation or the amount 
outstanding as or on account of the 
principal amount thereof, as the case 
may be, if the terms of the obligation 
determined as of that time provided for 
that payment on or after a specified 
day, or 


(IL) in respect of a period ending not 
later than one year after the time the 
obligation was entered into, in any 
other case, ? 


(C) any bond, debenture or similar obliga- 
tion issued after December 20, 1960, for 
the issue of which arrangements were 
made on or before that day with a dealer in 
securities, if the existence of the arrange- 
ments for the issue of the bond, debenture 
or similar obligation can be established by 

evidence in writing given or made on or 
before that day, 


(D) an amount not repayable in Canadian 
currency deposited with an institution that 
was at the time the amount was deposited 
or at the time. the interest was paid or 
credited a prescribed financial institution, 


(E) any, obligation entered into in the 
course of carrying on a business in a coun- 
try other than Canada, to the extent that the 
interest payable on the obligation is de- 
ductible in computing the income of the 
payer under Part I from a business carried 
on by the payer in such a country, or that, 
but for subsection 18(2) or section 21, 
would have been so deductible, or 


(F) any obligation entered into by the 
payer after December 20, 1960, on assum- 


S. 212(1)(b)(iii) 


ing an obligation referred to in clause (A) 
in consideration or partial consideration 
for the purchase by the payer of property 
of the vendor that constituted security for 
that obligation, if the payer on entering 
into the obligation undertook to pay the 
Same amount of money on or before the 
same date and at the same rate of interest 
as the vendor of the property had under- 
taken in respect of the obligation under 
which the vendor was the obligor, 


(for the purpose of this subparagraph, interest 
expressed to be computed by reference to Ca- 
nadian currency shall be deemed to be paya- 
-ble in Canadian currency), 


(iv) interest payable on any bond, debenture 
or similar obligation to a person with whom 
the payer is dealing at arm’s length and to 
whom a certificate of exemption that is in 
force on the day the amount is paid or credited 
was issued under subsection (14), 


(v) interest payable to a person with whom the 
payer is dealing at arm’s length on any obliga- 
tion entered into in the course of carrying ona 
life insurance business in a country other than 
Canada, 


(vi) [Repealed under former Act] 


(vil) interest payable by a corporation resident 
in Canada to a person with whom that corpo- 
ration is dealing at arm’s length on any obli- 
gation where the evidence of indebtedness 
was issued by that corporation after June 23, 
1975 if under the terms of the obligation or 
any agreement relating thereto the corporation 
may not under any circumstances be obliged 
to pay more than 25% of 


(A) where the obligation is one of a num- 
ber of obligations that comprise a single 
debt issue of obligations that are identical 
in respect of all rights (in equity or other- 
wise, either immediately or in the future 
and either absolutely or contingently) at- 
taching thereto, except as regards the prin- 
cipal amount thereof, the total of the prin- 
cipal amount of those obligations, or 


(B) in any other case, the principal amount 
of the obligation, 


within 5 years from the date of issue of that 
single debt issue or that obligation, as the case 
may be, except 


(C) in the event of a failure or default 
under the said terms or agreement, 


(D) if the terms of the obligation or any 
agreement relating thereto become unlaw- 
ful or are changed by virtue of legislation 
or by a court, statutory board or 
commission, 
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(E) if the person exercises a right under the 
terms of the obligation or any agreement 
relating thereto to convert the obligation 
into, or exchange the obligation for, a pre- 
scribed security, or 


(F) in the event of the person’s death: 


(viii) interest payable on a mortgage or similar 
obligation secured by, or on an agreement for 
sale or similar obligation with respect to, real 
property situated outside Canada or an interest 
in any such real property except to the extent 
that the interest payable on the obligation is 
deductible in computing the income of the 
payer under Part I from a business carried on 
by the payer in Canada or from property other 
than real property. situated outside Canada, 


(ix) interest payable in Canadian currency on 
account of an amount in Canadian currency 
deposited in a country other than Canada with 
a branch or office of a payer who 


(A) is, or is eligible to become, a member 
of the Canadian Payments Association, or 


(B) is a credit union that is a shareholder 
or member of a body corporate or organi- 
zation that is a central for the purposes of - 
the Canadian Payments Association Act, 


to a person with whom the payer is dealing at 
arm’s length, 


(x) interest payable to a prescribed interna- 
tional organization or agency, 


(xi) interest payable on an amount deposited 
with a prescribed financial institution for the 
period during which the amount was an eligi- 
ble deposit (within the meaning assigned by 
subsection 33.1(1)) of the institution, and 


(xii) interest payable under a securities lend- 
ing arrangement by a lender under the ar- 
rangement that is a financial institution pre- 
scribed for the purpose of clause (iii)(D), or a 
registered securities dealer resident in Canada, 
on money provided to the lender either as col- 
lateral or as consideration for the particular 
security lent or transferred under the arrange- 
ment where 


(A) the particular security is an obligation 
referred to in subparagraph (ii) or an obli- 
gation of the government of any country, 
province, state, municipality or other polit- 
ical subdivision, 


(B) the amount of money so provided at 
any time during the term of the arrange- 
ment does not exceed 110% of the fair 
market value at that time of the particular 
security, and 


(C) the arrangement was neither intended, 
nor made as a part of a series of securities 
lending arrangements, loans or other trans- 


Part XIII — Tax on Non-Resident’s Income from Canada 


actions that was intended, to be im effect 
for more than 270 days, 


and for the purpose of this paragraph, where. in- 
terest is payable on an. obligation,.other than-a 
prescribed obligation, and all or any portion of 
the interest is contingent or dependent on the use 
of .or production. from. property in Canada. or. is 
computed by reference to revenue, profit, cash 
flow, commodity price or any other similar crite- 
rion or by reference to dividends paid or payable 
to shareholders of any class of shares of the capi- 
tal stock of a corporation, the interest shall be 
deemed not to be interest described in subpara- 
graphs (ii) to (vii) and (ix); 


Related Provisions: 204 — Qualified investment: defined; 
212(3) — Replacement obligations issued by corporations in finan- 
cial difficulty; 212(6)-(8) — Reduced tax on interest on pre-1961 
provincial bonds; 212(9)(c) — Exemption for interest received by 
mutual fund trust and paid to non-resident; 212(15) — CD-insured 
obligations deemed not to be guaranteed by Government of Canada; 
212(18) — Return by financial institutions; 212(19) — Tax on deal- 
ers re excess amount exempted under securities lending arrange- 
ment; 214(2)— Income and capital combined; 214(3)(e) — 
Deemed payments; 214(4)— Securities; 214(6) — Deemed inter- 
est; 214(7), (7.1) — Sale of obligation; 214(11) — Application to 
payments deemed made by NRO; 214(15) — Deemed interest; 
218 —— Loan to wholly-owned subsidiary; 240(2) — Interest coupon 
to be identified; 248(10) — Series of transactions; 248(12) — Iden- 
tical properties; ©260(8) — Securities lending arrangement — 
deemed. payment of interest; Canada-U.S. tax treaty, Art. XI — 
Taxation of interest. See additional Related provisions at beginning 
of 212(1). 


History: The opening words of subpara. 212(1)(b)(xii) amended by 
1995, c. 21, subsec. 73(1), applicable to securities lending arrange- 
ments entered into after May 28, 1993. The opening words formerly 
read: 


(xii) interest payable under a securities lending arrangement 
by a lender under the arrangement that is a financial institu- 
tion prescribed for the purpose of clause (1i1)(D), or ‘a person 
resident in Canada who is registered or licensed under the 
laws of a province to trade in securities, on money provided 
to the lender either as collateral or as consideration for the 
particular security lent or transferred under the arrangement 
where 


Subpara. 212(1)(b)(xii) added by 1994, c. 21, subsec. 97(1), appli- 
cable to securities lending arrangements entered into after May 28, 
1993. 


Subpara. 212(1)(b)(iv) amended, and cl. (vii)(F) added, by 1994, c. 
7, Sch. VII (1993, c. 24), subsecs. 123(1) and (2),.applicable (by 
subsec. 123(5) as amended by. 1994, c. 21, s.. 137) to.amounts paid 
or credited after 1991-except that in its application to amounts paid 
or credited to a person in respect. of obligations acquired before 
1992.by the person or by a person: related to, the person, subpara. 
(b)(iv) applies with respect to amounts paid or credited after 1994. 
That subpara. formerly read: 


(iv) interest payable on any bond, debenture or similar obliga- 
tion issued after June 13, 1963 to a person to whom a certifi- 
cate of exemption that is in force on the day the amount is 
paid or credited has been issued under subsection (14), 


Cl. 212(1)(b)(vii)(C) amended by 1994, c. 7, Sch. Il (1991, c. 49), 
subsec. 174(1), applicable to amounts paid or credited after 1986. 
That cl. formerly read: 


(C) in the event of a failure or default under the terms, of the 
agreement relating to the obligation, 


S. 212(1)(b) 


Pre-RSC History: That portion of cl. 212(1)(b)(1i)(C) following 
subcl. (V) amended to substitute “issued after April 15, 1966”, for 
“issued after. April 15, 1966 and before 1989”, subpara. 
212(1)(b)(vi) repealed, and that portion of subpara. 212(1)(b)(vii) 
preceding cl. (A) substituted by 1988, c. 55, subsecs. 161(1), (2), 
(3), applicable with respect to amounts paid or credited after Febru- 
ary 10, 1988. Subpara. 212(1)(b)(vi) and that porn of 
212(1)(b)(vii) preceding cl. (A) formerly read: 


(vi) interest payable on bonds, debentures, notes, mortgages, 
hypothecs or similar obligations referred to in subclauses 
(ii)(C)() to (V) issued after 1988, the interest on which is 
payable to a person who is resident in a prescribed country, 


(vii) interest payable by ‘a corporation resident in Canada to a 

“person with whom that corporation is dealing at arm’s length 
on any obligation where the evidence of indebtedness was is- 
sued by that corporation after June 23, 1975 and before 1989 
if, under the terms of the obligation or any agreement relating 
thereto, the corporation may not, under any, circumstances, be 
obliged to pay more than 25% of, 


Subpara. 212(1)(b)(x1) added by 1987, c. 46, subsec. 63(1), applica- 
ble with respect to interest payable in respect of taxation years com- 
mencing after December 17, 1987. 


Cl. 212(1)(b)(iii)(D) substituted by 1986, c. 55, subsec. 74(1), appli- 
cable with respect to interest paid or credited after December 19, 
1986, other than interest paid or credited on amounts deposited 
before 1988 with a bank to which the Bank Act applies. Cl. 
212(1)(b)(iii)(D) formerly read: 


(D) any debt owing by a bank to which the Bank Act applies, 
as or on account of an amount deposited with that bank that is 
not repayable in Canadian currency, 


Cl. 212(1)(b)(vii)(E) added by 1986, c. 55, subsec. 74(2), applicable 
with respect to interest paid or credited after December 19, 1986. 


All that portion of para. 212(1)(b) following subpara. (x) substituted 
by 1986, c. 55, subsec. 74(3), applicable with respect to obligations 
issued or extended after February 25, 1986 otherwise than pursuant 
to an agreement in writing made on or before that date and, for the 
purposes of this subsection, where the terms and conditions relating 
to the computation of interest payable on an obligation are changed 
at any time pursuant to an agreement made after February 25, 1986, 
the obligation shall be deemed to have been issued after that date 
otherwise than pursuant to an agreement in writing made on or 
before that date. That portion formerly read: 


and for the purpose of this paragraph, where interest is paya- 
ble on an obligation entered into after November 12, 1981 
(otherwise than pursuant to a commitment in writing made on 
or before that date) and all or any portion of the interest is 
contingent or dependent upon the use of or production from 
property in Canada, the interest shall be deemed not to be in- 
terest described in subparagraphs (ii) to (vii) and (ix); 


All that portion of ch: 212(1)(b)(i)(C) following subcl. (V), subpara. 
212(1)(b)(vi), and all that portion of subpara. 212(1)(b)(vii) preced- 
ing cl. (A) amended by 1986, c. 6, subsecs; 116(1) to (3), to substi- 
tute “1988” for “1985” and “1989” for.““1986”,. applicable after May 
23, 1985: 


Subpara. 212(1)(b)(x) added by 1986, c. 6, subsec. 116(4), applica- 
ble with respect to interest paid or credited after May 23, 1985. 


All that portion of cl. 212(1)(b)(ii)(C) following subcl. (V), subpara. 
212(1)(b)(vi), all that portion of subpara. 212(1)(b)(vii) preceding 
cl. (A) substituted, subpara. 212(1)(b)(ix) added by 1980-81-82-83, 
c. 140, subsecs. 118(1)-(4), applicable, as to the provisions substi- 
tuted, after June 28, 1982, and, as to subpara. 212(1)(b)Gx), with 
respect to interest paid or credited after November 12, 1981, to sub- 
stitute “1986” for “1983” in those parts substituted and “1985” for 
“1982” in subpara. 212(1)(b)(vi). 


1635 


S. 212(1)(b) 


All that portion of subpara. 212(1)(b)(vii) following cl. (B) substi- 
tuted by 1980-81-82-83, c.-48, s. 98, applicable with respect to 
amounts paid or credited after 1977. That portion formerly read: 


within 5 years of the date of issue of that single debt issue or 
that obligation, as the case may be, except in the event of a 
failure or default under the said terms or agreement, and 


All that portion of subpara. 212(1)(b)(ii) following subclause 
(C)(V), subpara. 212(1)(b)(vi), all that portion of subpara. 
212(1)(b)(vii) preceding clause (A) substituted, subpara. 
212(1)(b)(viti) added by 1977-78, c. 1, subsecs: 92(1)-(4), applica- 
ble, as to the provisions substituted, after March 31, 1977, and, as to 
subpara. 212(1)(b)(viii), to interest paid or credited after 1976, to 
substitute “1983” for “1979” in those portions of subparas. 
212(1)(b)(ii), (vii). substituted, and “1982” for “1978” in subpara. 
212(1)(b)(vi). 


Cl. 212(1)(b)Gii)(E), subpara.'212(1)(b)(vii) substituted by 1976-77, 
c. 4, subsecs. 71(1), (2), applicable, as’ to ‘cl. 212(1)(b)Gii)(E), in 
respect of amounts: paid or credited after May 6, 1974, and, as to 
subpara. 212(1)(b)(vii), in respect of obligations issued after June 
23, 1975. Cl. 212(1)(b)(iii)(E), subpara. 212(1)(b)(vii) formerly 
read: i 


(E) any obligation entered into in the course.of carrying on a 
business in a country other than Canada, to the extent that the 
interest payable on the obligation is deductible in computing 
the income of the payer under Part I from a business carried 
on by him in any such country, or 


(vii) interest payable by a corporation resident in Canada to a 
person with whom that corporation is dealing at arm’s length 
on any obligation where the evidence of indebtedness was is- 
sued by that corporation after June 23, 1975 and before 1979 
if, under the terms of the obligation or any agreement relating 
thereto, the corporation may not, under any circumstances, be 
obliged to pay more than 25% of the principal amount thereof 
within 5 years of the date of its issue except inthe event of a 
failure or default under the said terms or agreement. 


Subpara. 212(1)(b)(vii) added by 1974-75-76, c. 71, s. 11, applica- 
ble in respect of any obligation issued after June 23, 1975. 


All that portion ‘of cl. 212(1)(b)(ii)(C) following subcl. (V) substi- 
tuted, subparas. 212(1)(b)(v), (vi) added by 1974-75-76, c. 26, sub- 
secs. 118(01), (1), applicable, as to subparas. 212(1)(b)(v), (vi), af- 
ter 49741. 


Selected Cases [para. 212(1)(b)]: Wenger’s Ltd. v. MNR, 
[1992] .2. C.T,C., 2479. (TCC), (Late payment. “surcharge” on. sale 
price of goods was. “interest”); Pullman. v. The Queen, [1983] 
C.T.C, 52 (FCTD) (Interest.on loans funded by non-resident but 
made by..resident broker subject to tax); The Queen vy. Melford 
Developments Inc., [1982] C.T.C. 330 (SCC) (Payments for bank 
guarantee under Canada-Germany Income Tax Agreement not pay- 
ments of interest subject to tax); Cutlers Guild Ltd. v. The Queen, 
[1981] C.T.C. 115 (FCTD) (Interest payments made to non-resident 
lender subject to tax even when taxpayer carrying on business in 
Canada); Associates Corporation of North America v. The Queen, 
[1980] C.T.C. 215 (FCA) (Guarantee fees not considered interest); 
The Queen v. Immobiliaire Canada Ltd., [1977] C.T.C. 481 (FCTD) 
(Payment to transferor does not represent payment of interest upon 
purchase of obligation with accrued interest owing); Rodmon 
Construction Inc. v. The Queen, LISTS}. LC 7S (FCTD)- take 
payer not liable for tax on payments made to vendor where pay- 
ments did not include interest); Swiss Bank Corp. v. MNR, [1972] 
C.T.C, 614 (SCC) (Exemption from withholding tax on interest paid 
in foreign currency. disallowed upon failure to. meet arm’s length 
requirement of provision). 


Regulations: 202(1)(b) (information return); 806, 806.1 (pre- 
scribed international organization or agency); 806.2 (prescribed ob- 
ligation); 1600 (prescribed countries for ITAR 10(4)); 6208. (pre- 
scribed security); 7900 (prescribed financial institutions). 


Income Tax Act 


Remission Orders: Churchill Falls (Labrador) Corporation 
Withholding Tax Remission Order; P.C. 1968-832 (no withholding 
on interest on first mortgage bonds sold in the U.S. by Churchill 
Falls (Labrador) Corp.). 


I.T. Application Rules: 10(5) (certificate of exemption in force 
since 1971). 


Interpretation Bulletins: IT-155R3: Exemption from non-resi- 
dent tax or interest payable on certain bonds, debentures, notes, hy- 
pothecs or similar obligations; IT-265R3: Payments of income and 
capital combined; IT-320R2: RRSP — qualified investments; IT- 
360R2: Interest payable in a foreign currency; IT-361R3: Exemp- 
tion from Part XIII tax on interest payments to non-residents; IT- 
430R3: Life insurance proceeds received by a provate corporation 
or a partnership as a consequence. See also list at end of s. 212. 


Information Circulars: See at beginning of subsec. 212(1). . 
.T. Technical News: No. 9 (exemption from withholding tax 
under 212(1)(b)(vii)(C)). 
Advance Tax Ruling: ATR-49: Long-term foreign debt; ATR-69: 
Withholding tax on interest paid to non-resident persons;. 


Forms: See-at beginning of subsec. 212(1), 


(c) estate or trust income — income of or 
from an estate or a trust to the extent. that the 
amount 


(i) would, if the non-resident person were a 
person resident in Canada to whom Part I ap- 
plied, be included in computing the income of 
the non-resident person under subsection 
104(13), except to the extent that the amount 
is deemed by subsection 104(21) to be a taxa: 
ble capital gain of the non-resident person, or 


(ii) can reasonably be considered (having re- 
gard to all the circumstances including the 
terms and conditions of the estate or trust ar- 
rangement) to be a distribution of, or derived 
from, an amount received by the estate or trust 
as, On account of, in lieu of payment of or in 
satisfaction of, a dividend on a share of the 
capital stock of a corporation resident in Can- 
ada, other than a taxable dividend; 


Related Provisions: 104(11)— Dividend received from NRO; 
212(2)(b) — Withholding tax on capital dividends; 212(9) — Ex- 
emptions; 212(10) — Trust established before’ 1949; 212(11)— 
Payment to a beneficiary as income of trust; 212(13) — Non-tesi- 
dent payor deemed resident in Canada; 212(17) — No withholding 
tax on payments from employee benefit plan or employee trust; 
214(3)(f), (f.1) — Deemed payments; Canada-U.S. tax treaty, Art. 
XXII:2 — Estate or trust income. See additional Related provisions 
at beginning of subsec. 212(1). 


History: Para. 212(1)(c) substituted by 1994, c. 7, Sch. IL (1991, c. 
49), subsec. 174(2), applicable.to amounts paid or credited (or 
deemed under the Act to have been paid or credited) by an estate or 
a trust after July 13, 1990. Para. 212(1)(c) formerly read: 


(c) estate or trust income — income of or from an estate or 
trust to the extent that the amount would, if the non-resident 
person were a person resident in Canada to whom Part I was 
applicable, be included in computing the income of the non- 
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resident person by reason of subsection 104(13), except to the 
extent that the amount is deemed by subsection 104(21) to be 
a taxable capital gain of the non-resident person; 


Pre-RSC History: Para. 212(1)(c) substituted: by 1988, c. 55, 
subsec. 161(4), applicable to distributions by a trust in its 1988 and 
subsequent taxation years. Para. 212(1)(c) formerly read: 


(c) estate or trust income — income of or from an estate or 
trust, except to the extent that such income is deemed by sub- 
section 104(21) to be a taxable capital gain of a non-resident 
person from the disposition of capital property; 


Para. 212(1)(c) substituted by 1976-77, c. 4, subsec. 71(3), applica- 
ble to 1976 et seq. Para. 212(1)(c) formerly read: 


(c) income of or from an estate or trust; 


Para: 212(1)(c) substituted by 1974-75-76, subsec. 118(2), applica- 
ble in respect of amounts paid or credited after November 18, 1974. 
Para 212(1)(c) formerly read: ; 


(c) income of or from an estate or trust, except to the extent 
that such income is deemed by subsection 104(21) to be a 
-taxable capital gain of a non-resident person from the disposi- 
tion of capital property; 

Regulations: 202(1)(c) Gnformation return). 

Interpretation Bulletins: IT-342R: Trusts — income payable to 


beneficiaries; IT-465R: Non-resident beneficiaries of trusts; IT- 
500R: RRSPs — death of an annuitant. See also list at end of s. 212. 


Information Circulars: See at beginning of subsec. 212(1). 
Forms: See at beginning of subsec. 212(1). 


(d) rents, royalties, etc. — rent, royalty or 
similar payment, including, but not so as to re- 
strict the generality of the foregoing, any pay- 
ment 


(i) for the use of or for the right to use in Can- 
ada any property, invention, trade-name, pat- 
ent, trade-mark, design or model, plan, secret 
formula, process or other thing whatever, 


(ii) for information concerning industrial, 
commercial or scientific experience where the 
total amount payable as consideration for. that 
information is dependent in whole or in part 
on 


(A) the use to be made of, or the benefit to 
be derived from, that information, 


(B) production or sales of goods or ser- 
vices, or 


(C) profits, 


(iii) for services of an industrial, commercial 
or scientific character performed by a non-res- 
ident person where the total amount payable 
as consideration for those services is depen- 
dent in whole or in part on 


(A) the use to be made of, or the benefit to 
be derived from, those services, 


(B) production or sales of goods or ser- 
vices, Or 
(C) profits, 

but not including a payment made for services 


performed in connection with the sale of prop- 
erty or the negotiation of a contract, 


(iv) made pursuant to an agreement between a 
person resident in Canada and a non-resident 


S. 212(1)(d) 


person under which the non-resident person 
agrees not to use or not to permit any other 
person to use any thing referred to in subpara- 
graph (i) or any information referred to in sub- 
paragraph (ii), or 

(v) that was dependent on the use of or pro- 
duction from property in Canada whether or 
not it was an instalment on the sale price of 
the property, but not including an instalment 
on the sale price of agricultural land, 


but not including 


(vi) a royalty or similar payment on or in re- 
spect of a copyright in respect of the produc- 
tion or reproduction of any literary, dramatic, 
musical or artistic work, 


(vii) a payment in respect of the use by a rail- 
way company or by a person whose principal 
business is that of a common carrier of prop- 
erty that is railway rolling stock as defined in 
the definition “rolling stock” in section 2 of 
the Railway Act ; 


(A) if the payment is made for the use of 
that property for a period or periods not 
expected to exceed in the aggregate 90 
days in any 12 month period, or 


(B) in any other case, if the payment is 
made pursuant to an agreement in writing 
entered into before November 19, 1974; 


(viii) a payment made under a bona fide cost- 
sharing arrangement under which the, person 
making the payment shares on a reasonable 
basis with one or more non-resident persons 
research and development expenses in ex- 
change for an interest in any or all property or 
other things of value that may result 
therefrom, 


(ix) a rental payment for the use of or the right 
to use outside Canada any corporeal property, 


(x) any payment made to a person with whom 
the payer is dealing at arm’s length, to the ex- 
tent that the amount thereof is deductible in 
computing the income of the payer under Part 
I from a business carried on by the payer in a 
country other than Canada, or 


(xi) a payment made to a person with.whom 
the payer is dealing at arm’s length for the use 
of or the right to use property that is 


(A) an aircraft, 


(B) furniture, fittings or equipment .at- 
tached to an aircraft, or 


(C) a spare part for property described in 
clause (A) or (B); 


Related Provisions: 212(5)—-Motion picture films; 
212(9)(b) — Exemption for royalty payment received by trust and 
paid to non-resident; 216 — Alternative re rents and timber royal- 
ties; Canada-U.S. tax treaty, Art. VI — Income from real property; 
Art. XII — Royalties. See additional Related provisions at begin- 
ning of subsec. 212(1). 
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History: Subpara. 212(1)(d)(xi) added by. 1994, c, 7,,Sch, VI 
(1992, c. 29), s. 10, applicable to payments made after December 6, 
1991 under agreements entered into after 1990. 


Pre-RSC History: All that portion’ of para. 212(1)(d) preceding 
subpara. (i) substituted by 1986, c. 2, s. 26, applicable to 1986 et 
seq. That portion formerly read: ~ 


(d) rent, royalty or a ‘similar payment: (other-than an incre- 
mental resource royalty or an incremental production royalty 
within the meaning of subsection 79(1) of the Petroleum and 
Gas Revenue Tax Act) including; but not so.as.to restrict the 
generality of the foregoing, any payment . 


All that portion of para. 212(1)(d) preceding subpara. (i) substituted 
by 1980-81-82-83, c. 104, s. 33, that portion formerly read: 


(d) rent, royalty or a similar payment, including, but not so as 
to restrict the generality of the foregoing, any payment 


All that portion of subpara. 212(1)(d)(vii) preceding cl. (A) substi- 


tuted by 1977-78, c. 32, subsec. 48(1);\ applicable. in respect of | 


amounts paid or credited after May 15, 1978. That portion formerly 
read: . aEPUSID ASOT 
: (vii) a payment in respect of the use by a railway company of 
a property that is railway rolling stock as defined in the defi- 
nition “rolling stock” in section 2 of the Railway Act 
Subpara. 212(1)(d)(vi) substituted by 1977-70, c, 1, subsec. 92(5), 
applicable with respect to amounts paid or credited’ after March 31, 
1977. Subpara,, (vi) formerly read: 


(vi) a royalty or similar payment on or’ in respect of a 
copyright, 
Subpara. 212(1)(d)(vii) substituted by 1974-75-76; c. 26, subsec. 
118(3), applicable in respect of amounts paid or credited after No- 
vember 18, 1974. Subpara. (vii) formerly read: 
.(vil),a payment in respect of the use by a railway company of 
railway rolling stock as defined in the definition “rolling 
stock” in section 2 of the Railway Act, . ¥} 


Selected Cases [para. 212(1)(d)]: Entre Computer Centers Inc. 


v. Canada, {1997} 1, C.T.C/2291 (TCC) (Commercial reality more © 


important jthan nomenclature, used .to. describe arrangements) ; 
Crown. Forest Industries Ltd..v. Canada, [1992] 2 Ca Cul thor) 
(Corporation liable to, but exempt from, US tax was resident in US 
under treaty by virtue of place of management and business); Jarlan 
v. The Queen, [1984] C.T.C.-375 (FCTD) (Awards for invention 
paid to non-resident considered income from employment, not 
royalties); The Queen v. Saint John Shipbuilding and Dry Dock Co. 
Ltd., [1980], C.T.C.. 352 (FCA) (Payments for privilege of using 


property indefinitely to non-resident corporation not subject to tax | 
when not rentals or royalties); The Queen y. Farmparts Distributing 


Ltd,, 1980] C.T.C, 205. (FCA) (Although payments for use of trade 
names. and logos considered taxable, payment for right to buy and 
resell machine not subject to tax); MNR y. Burland (C.1.) Properties 
Ltd., 68 DTC 5220 (SCC) ( Property tax payments paid for benefit 


of non-resident landowner ‘subject to tax). 
Regulations: 202(1 )(d) (information return). 


Interpretation Bulletins: IT-303: Know-how land similar pay- 
ments to non-residents; IT-393R2: Elections re tax on ‘rétits and tim- 
ber royalties —~ non-residents; IT-438R2: Crown charges — re- 
source properties in Canada; IT-494: Hire of ships and aircraft from 
non-residents. See also list at end of s. 212. ie 
Information Circulars: See at beginning of subsec. 212(1). 


Forms: See at beginning of subsec. 212(1). 


(ce) timber royalties — a timber royalty in re- 
spect of a timber resource property or a timber 
limit in Canada (which, for the purposes of this 
Part, includes any consideration for a right under 
or pursuant to which a right to cut or take timber 
from a timber resource property or a tumber limit 
in Canada is obtained or derived, to.the extent 


Income Tax Act . 


that the consideration is dependent on;.or com- 

puted by reference to, the amount of timber cut or 

taken); fa ABE CRN 
Related Provisions: 13(21) — Timber resource property defined: 
212(13) — Non-resident payor deemed resident ‘in Canada; 216 =e 
Alternative re rents and timber royalties. See additional Related pro- 
visions at beginning of subsec) 212(1). 


Pre-RSC History: Para. 212(1)(e) substituted by 1974-75-76, c. 
26, subsec. 118(5), applicable in respect of amounts paid or credited 
after November 18, 1974. Para. 212(1)(e) formerly read:  ° 


(e) a timber royalty in respect of a timber limit in Canada 
(which, for the purposes of the Part, includes any considera- 
tion for a right under or pursuant to which a right to cut or 
take timber from a timber limit in Canada is obtained or de- 

_tived, to the extent that such. consideration is dependent upon, 
or computed by reference to, the amount of timber cut or © 
taken); 


Para. 212(1)(e) substituted by 1973-74,.c. 30, subsec. 25(1), appli- 
cable with respect to amounts paid. or ctedited after February 19, 
1973. Para. 212(1)(e) formerly read: 


(e) a timber royalty: (which, for the purposes of this Part; ins 
cludes any consideration for a right under. or pursuant to 
which a right to cut or take timber from a timber limit in Can- 
ada is obtained or derived, to the extent that such considera- 
tion is dependent upon, or computed by reference to, the 
amount of timber cut or taken); — arene? 


Regulations: 202(1)(e) (information return). 


Interpretation Bulletins: IT-393R2: Election ré tax on rents and. 
timber royalties — non-residents. See also list at end of s. 212. 


Information Circulars: See at beginning of subséc. 212(1), 


Forms: See at beginning of subsec. 212(1). 
_(f) [Repealed] _ 


Related Provisions: 215(5) — Regulations ‘reducing amount to 
be deducted or withheld; 217 — Election respecting certain pay- 
ments. See additional Related provisions at beginning of subsec. 
212(1); Canada-U.S. Tax Convention ‘Art. XVIII:6(a) — No with- 
holding tax on payments to U.S. resident. 


History: Para. 212(1)(f) repealed by 1997, c. 25,'s. 63, applicable 
to amounts paid and credited after April 1997. Para. (f) formerly 
read: 


(f) alimony [or support] — alimony or other payment for the 

support of the non-resident person, children of the non-resi- 
dent person or both the non-resident person and children of 
‘the non-resident person that would, under paragraph 56(1)(b), 
(c) or (c.1), be included in computing ‘the. non-resident per- 
son’s income if the non-resident person were resident in 
Canada; 


Pre-RSC History: Para. 212(1)(f) substituted by 1984, ¢. 1, sub- 
sec. 98(1). Para. (f) formerly read: Aisne 
(f), alimony or other payment for the support of a spouse or 
former spouse, children of the marriage, or both the ‘spouse 
and children of the marriage; LAY 


Regulations: 202(1)(f) (information return). - “ 


Interpretation Bulletins: IT-118R3: Alimony and maintenance. 
See also list at end of s,212. 


Information Circulars: See at beginning of subsec. 212(1). 
Forms: See at beginning of subsec. 212(1). 
(g) patronage dividend — a patronage divi- 
dend, that is, a payment made pursuant to an allo- 
cation in proportion to patronage’ as’ défined by 
section 135 or,.an amount that would, under sub- 
‘section, 135(7), be included in computing the non- 
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resident person’s income if that bere were resi- 
dent in Canada; , 


Related Provisions: See Related provisions at beginning of sub- 
sec. 212(1). 


Regulations: 202(1)(g) (information return). 


Interpretation Bulletins: [T-362R: acy dividends. See also 
list at end of s. 212.: 


Information Circulars: See at beginning of subsec. 212(1). 
Forms: See at beginning of subsec. 212(1). 


(h) pension benefits — a payment of a super- 


annuation or pension benefit, other than 
(i) [Repealed] 
(ii) [Repealed] 
(iii) an amount or payment referred to in sub- 


section 81(1) to the extent that that amount or 


payment would not, if the non-resident person 
had been resident in Canada throughout the 
taxation year in which the payment was made, 
be included in computing that person’s 
income, 


(iii.1) the portion of the payment that is trans- 
ferred by the payer on behalf of the non-resi- 

dent person, pursuant to an authorization in 
prescribed form, to a registered pension plan, 
registered retirement savings plan or regis- 
tered retirement income fund and that’ 


(A) because of subsection 146(21) or 
147.3(9) would not; if the non-resident 
person. had: been resident in Canada 
throughout the taxation year in which the 
payment was made, be included in com- 
puting the non-resident person’s income, 
or 


(B) by reason of crc 60(j) or G.2) 
would, if the non-resident person had been 
resident in Canada throughout the year, be 
deductible in computing the non-resident 
person’s income for the year, 


(iii.2) an amount referred to in paragraph 
110(1)(£) to, the extent. that the amount would, 
if the non-resident person had been resident in 
Canada throughout the taxation year in which 
the amount was paid, be deductible in com- 
puting that person’s taxable income or that of 
the spouse of that person, 


(iv) in the case of a payment described in sec- 
tion 57, that portion of the payment that 
would, by virtue of that section, not be in- 
cluded in the recipient’s income for the taxa- 
tion year in which it was received, if the recip- 
ient were resident in Canada throughout that 
year, or 


(iv.1) the portion of the payment that is trans- 
ferred by the payer on behalf of the non-resi- 
dent person, pursuant to an authorization in 
prescribed form, to acquire an annuity con- 
tract in circumstances to which subsection 
146(21) applies, 


S. 212(1)(h) 


except such portion, if any, of the payment as 
may reasonably be regarded as attributable to ser- 
vices rendered by the person, to or in respect ‘of 
whom the payment is made, in taxation years 


(v) during which the person at no time was 
resident in Canada, and | 


(vi) throughout which the person was not em- 
ployed, or was only occasionally employed, in 
> Canada; . 


Related Provisions: 128.1(4)(b)(iii) — No deemed disposition 
on STB Ons 180, 2(2)B — Recuction 1 in OAS clawback to ert 


OAS benefits paid to non- Shesident who has not filed return ; 

215(5) — Regulations reducing amount to be deducted or withheld; 
217 — Election to pay tax under Part I instead of withholding *tax; 
252(4)(a) — Extended meaning of “spouse”; Canada-U.S. tax 
treaty, Art. XVIII — Pensions and annuities. See additional Related 
provisions at beginning, of subsec. 212(1). 


History: Subparas. 212(1)(h)G) and (ii) repealed by 1996, c. 21, s. 
55, applicable to poe made after 1995. Subparas. Cox) and (1) 
formerly read: 


(i) a pension or supplement under the Old Age Security Act or 
a similar payment under a law of a province, 


‘ (ii)-a benefit under the Canada Pension Plan or a provincial 
pension plan as defined in section 3 of that Act, 


Cl. :212(1)(h)(iii.1)(A) substituted by 1994, c. 21, subsec. 97(2), ‘ap- 
plicable to payments made after August 1992. That cl. formerly 
read: 


(A) by reason of subsection 147.3(9) would not, if the non- 
resident person had been resident in Canada throughout the 
taxation year in which the payment was made, be included in 
computing the non-resident person’s income, or 


Subpara. 212(1)(h)(iv.1) added by 1994, c. 21, subsec. 97(3), appli- 
cable to payments made after August 1992. 


That portion of subpara. 212(1)(h)(iii. 1) preceding cl. (A) amended 
by 1994, c. 7, Sch. VII (1993, c. 24), subsec. 123(3), applicable to 
payments made after August 29, 1990. Subpara. (i1i.1) formerly 
read: 


(iii.1) that portion of the payment that is: transferred by the 
payer on behalf of the non-resident person, pursuant to an au- 
thorization in prescribed form, to a registered pension plan or 
registered retirement savings plan and that 


Pre-RSC History: Subpara. 212(1)(h)(iii.1) substituted by 1990, c. 
35, subsec. 23(1), applicable with respect. to payments, made) after 
June 27, 1990. Subpara. (iii.1): formerly read: 


‘(iii.1) the portion thereof that is transferred by the payer, on 
behalf of the non-resident person pursuant to an authorization 
in prescribed form to a registered pension plan or to a regis- 
tered retirement savings plan under which the non-resident 
person is the annuitant (within the meaning assigned by sec- 
tion 146), 


Subpara. 212(1)(h)(iii.1) amended by 1990, c. 35,8. 29; to substitute 
“registered pension plan” for “registered pension fund or plan’, ap- 
plicable after 1985. 


Subpara. 212(1)(h)(vi) amended to substitute “throughout” for “dur- 
ing” by 1985, c. 45, subsec. 110(1), applicable with respect to pay- 
ments made after 1983. 


Subparas. 212(1)(h)Gii.1), (iii.2) added by 1980-81- 82-83, c. 140, 
subsec. 118(5), applicable with respect to payments made after 
1980, except that in its application to payments made before the day 
that is 60. days after March 30, 1983, subpara. 212(1)(h)Gil.1) shall 
be read without reference to the expression “pursuant to an authori- 
zation in prescribed form”. 
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All that portion of para. 212(1)(h) following subpara. (iv) substi- 
tuted by 1980-81-82-83, c. 48, subsec. 98(2), applicable: with re- 
spect to payments made after 1979. That portion formerly read: 


except such portion, if any, of the payment'as may reasonably 
be regarded as attributable to services rendered by the person, 
to or in respect of whom the payment is made, in taxation 
years at no time during which he was resident or employed in 
Canada; 


Selected Cases [para. 212(1)(h)]: The Queen v. Sun Life ) 


Assurance of Canada, [1980] C.T.C. 418 (FCA) (Employee pension 


plan amounts transferred to trustee of U.S. subsidiary’s plan in re- 


spect of relocated employees taxable); The Queen v. Cruikshank, 
[1977] C.T.C. 344 (FCTD) (“Pension” in Canada-France Tax Con- 
vention includes “superannuation or pension benefit” under Income 
Tax Act). 


Regulations: 202(2)(a) (information return). 


Interpretation Bulletins: IT-76R2: Exempt portion of pension | 


when employee has been a non-resident; IT-163R2: Election by 
non-resident individuals on certain Canadian source income; I[T- 
397R: Amounts excluded from income — statutory exemptions and 
certain pensions, allowances and compensations; IT451R: Deemed 
disposition and acquisition on ceasing to be or becoming resident in 
Canada. See also list at end of s. 212. 


Information Circulars: 79-8R3: Forms to use to directly transfer 
funds to or between plans, or to purchase an annuity. See also at 
beginning of 212(1). 

Forms: NRTAI: Authorization for non-resident tax exemption. 
See also at beginning of subsec. 212(1), 


(i) [Repealed under former Act] 


Pre-RSC History: Para. 212(1)(i) repealed by 1976-77, c. 4, sub- 
sec. 71(4), applicable in respect of all payments made after 1974. 
Para. 212(1)(i) formerly read: 


(i) Canada Pension Plan benefits — a payment of a bene- 
fit under the Canada Pension Plan or a provincial pension 
plan as defined in section 3 of that Act, except to the extent of 
the lesser of , 


(i) the amount of the payment, and 


(ii) the amount, if any, by which $1,290 exceeds the ag- 
gregate of all such payments made to the non-resident 
person 


(A) in the year in which the payment was made, and 


(B) before the payment was made; 


(j) benefits — any benefit described in any of 
subparagraphs 56(1)(a)(iii) to (vi), any amount 
described in paragraph 56(1)(x) or (z) (other than 
an amount transferred under circumstances in 
which subsection 207.6(7) applies) or the 
purchase price of an interest in a retirement com- 
pensation arrangement; 


Related Provisions: 128.1(4)(b)Gii) — No deemed disposition 
on emigration; 214(3)(b.1) — Deemed payments; 215(5) — Regu- 
lations reducing amount to be deducted or withheld: 217 — Elec- 
tion to pay tax under Part I instead of withholding tax. See addi- 
tional Related provisions at beginning of subsec. 212(1). 


History: Para. 212(1)G) amended by 1998, c. 19, subsec. 216(1), 
applicable to amounts paid or credited after 1995. Para. 212(1)Q) 
formerly read: 


(Gj) benefits — any benefit described in any of subparagraphs 
56(1)(a)(iii) to (vi), any amount described in paragraph 
56(1)(x) or (z) or the purchase price of an interest in a retire- 
ment compensation arrangement; 


Income Tax Act 


Pre-RSC History: Para: 212(1)(j) substituted by 1987, c.. 46» sub- 
sec. 63(2), applicable with respect to amounts. paid or credited after 
March 27, 1987. Para. 212(1)(j) formerly read: 


(j) benefits — a payment of any benefit described in any of 
subparagraphs 56(1)(a)(iii) to (vi); , 


Para. 212(1)(j) substituted by 1980-8 1-82-83; c. 140; subsec. 118(6) 
applicable with respect to amounts paid in respect of any termina- 
tion of an office or employment after November 12, 1981, and, with 
respect to amounts received in respect of any termination of an of- 
fice or employment before November 13, 1981, the reference 
therein to “benefit” shall be deemed to include-a termination pay- 
ment in respect of such a termination. Para. 212(1)G) formerly read: 


(j) retiring allowances, etc. — a payment of any allowance 
or benefit described in any of subparagraphs 56( 1)(a)(ii) to 
(viii); i 


Para. 212(1)G) substituted by 1979, c. 5, subsec. 61(1), applicable in 


respect of amounts paid or credited after February 28, 1979, to sub- 


stitute “(viii)” for “(vii)”. 


Para. 212(1)(j) substituted by 1976-77, c. 4, subsec. 71(5), applica- 
ble in respect of amounts paid or credited after May 25, 1976, to 
substitute “(vii)” for “(vi)”. 


Regulations: 202(2)(b) (information return). 


Interpretation Bulletins: IT-163R2: Election by non-resident in- 


dividuals on certain Canadian source income; IT-451R: Deemed 


disposition and acquisition on ceasing to be or becoming resident in 
Canada. See also list at end of s. 212. 


Information Circulars: See at beginning of subsec. 212(1). 


Forms: See at beginning of subsec. 212(1). 


G.1) retiring allowances — a payment of any 
allowance described in subparagraph 56(1)(a)(ii), 
except : 


(1) such portion, if any, of the payment as may 
reasonably be regarded as attributable to ser- 
vices rendered by the person, to or in respect 
of whom the payment is made, in taxation 
years _ . 


(A) during which the person at no time 
was resident in Canada, and 


(B) throughout which the person was not 
employed, ‘or was only occasionally em- 
ployed, in Canada, and 


(i) the portion of the payment transferred by 
the payer on behalf of the non-resident person 
pursuant to an authorization. in. prescribed 
form to a registered pension plan or to a regis- 
tered retirement savings plan under which the 
non-resident person is the annuitant (within 
the meaning assigned by subsection 146(1)) 
that would, if the non-resident person had 
been resident in Canada throughout the year, 
be deductible in computing the income of the 
non-resident person by virtue of paragraph 
COCs ya . 

Related Provisions: | 128.1(4)(b)(iii) — No deemed disposition 

on emigration; 215(5) — Regulations reducing deduction or with- 

holding; 217 — Election to pay tax under Part I instead of withhold- 


ing tax. See additional Related provisions at beginning of subsec. 
212(1). ; 
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Pre-RSC History: Para. 212(1)(j.1) substituted by 1985, c. 45, 
subsec. 110(2), applicable with respect to payments made after 
1983. Para. 212(1)G.1) formerly read: 


(j.1) retiring allowances — a payment of any allowance de- 
scribed in subparagraph 56(1)(a)(ii) except the portion thereof 
transferred by the payer on behalf of the non-resident person 
pursuant to an authorization in prescribed form to a registered 
pension fund or plan or to a registered retirement savings plan 
under which the non-resident person is the annuitant (within 
the meaning assigned by section 146) that would, if the non- 
resident person had been resident in Canada throughout the 
year, be deductible in computing his income by virtue of par- 
agraph 60(j.1); 


Para. 212(j.1) added by 1980-81-82-83, c. 140, subsec. 118(6), ap- 
plicable with respect to payments made after 1980, except that 


(a) in its application to payments made before 1982, the refer- 
ence to “paragraph 60(j.1)” shall be read as a reference to “par- 
agraph 60() or G.1)”; and 


(b) in its application to payments made before the day that is 60 
days after March 30, 1983, it shall be read without reference to 
the expression “pursuant to an authorization in prescribed 


” 


form”. 
Regulations: 202(2)(b) (information return). 


Interpretation Bulletins: IT-163R2: Election by non-resident in- 
dividuals on certain Canadian source income; IT-337R3: Retiring 
allowances; IT-451R: Deemed disposition and acquisition on ceas- 
ing to be or becoming resident in Canada. See also list at end of s. 
BD 


Information Circulars: 79-8R3: Forms to use to directly transfer 
funds to or between plans, or to purchase an annuity. See also at 
beginning of subsec. 212(1). 


Forms: NRTAI1: Authorization for non-resident tax exemption. 
See also at beginning of subsec. 212(1). 


(k) supplementary unemployment benefit 
plan payments — a payment by a trustee under 
a registered supplementary unemployment bene- 
fit plan; 


Related Provisions: 128.1(4)(b)Gii) — No deemed disposition 
on emigration; 212(13)(e)— Payment by non-resident deemed 
made by. resident of Canada; 215(5) — Regulations reducing 
amount to be deducted or withheld; 217 — Election to pay tax 
under Part I instead of withholding tax. See additional Related pro- 
visions at beginning of 212(1). 


Regulations: 202(2)(c) (information return). 


Interpretation Bulletins: IT-451R: Deemed disposition and ac- 
quisition on ceasing to be or becoming resident in Canada, See also 
list at end of s. 212. 


Information Circulars: See at beginning of subsec. 212(1). 


Forms: See at beginning of subsec. 212(1). 


(1) registered retirement savings plan pay- 


ments — a payment out of or under a registered 
retirement savings plan or a plan referred to in 
subsection 146(12) as an “amended plan’ that 
would, if the non-resident person had been resi- 
dent in Canada throughout the taxation year in 
which the payment was made, be required by sec- 
tion 146 to be included in computing the income 


S. 212()() 


of the non-resident person for the year, other than 
the portion thereof that 


(i) has been transferred by the payer on behalf 
of the non-resident person pursuant to an au- 
thorization in prescribed form 


(A) to a registered retirement savings plan 
under which the non-resident person is the 
annuitant (within the meaning assigned by 
subsection 146(1)), 


(B) to acquire an annuity described in sub- 
paragraph 60(1)G@i) under which the non- 
resident person is the annuitant, or 


(C) to a carrier (within the meaning as- 
signed by subsection 146.3(1)) as consid- 
eration for a registered retirement income 
fund under which the non-resident person 
is the annuitant (within the meaning as- 
signed by subsection 146.3(1)), and 


(ii) would, if the non-resident person had been 
resident in Canada throughout the year, be de- 
ductible in computing the income of the non- 
resident person for the year by virtue of para- 
graph 60()); 


Related Provisions: 128.1(4)(b)(iii) — No deemed disposition 
on emigration; 146(16) — RRSP — deduction on transfer of funds; 
212(13)(e) — Payment by non-resident deemed made by resident of 
Canada; 214(3)(c) — Deemed payments; 215(5) — Regulations re- 
ducing amount to be deducted or withheld; 217 — Election to pay 
tax under Part I instead of withholding tax; Canada-U.S. tax treaty, 
Art. XXIX:5 — Election for income accruing in RRSP not to be 
taxed until paid out; Income Tax Conventions Interpretation Act 
5.1 — Definition of “pension” for tax treaty purposes. See addi- 
tional Related provisions at beginning of subsec. 212(1). 


Pre-RSC History: Cl. 212(1)d)G)(C) added by 1990, c. 35, sub- 
sec. 23(2), applicable with respect to payments made after June 27, 
1990. 


Para. 212(1)(1) substituted by 1980-81-82-83, c. 140, subsec. 
118(7), applicable with respect to payments made after 1980, except 
that with respect to payments made before March 30, 1983 the para. 
shall be read without reference to the phrase “pursuant to an author- 
ization in prescribed form”. Para. 212(1)(1) formerly read: 


(1) a payment out of or under a registered retirement savings 
plan or a plan referred to in subsection 146(12).as an 
“amended plan” that would, if the non-resident person had 
been resident in Canada throughout the taxation year in which 
the payment was made, be required by section 146 to be in- 
cluded in computing his income for the year; 


Para. 212(1)(1) substituted by 1974-75-76, c. 26, subsec. 118(6), ap- 
plicable in respect of amounts paid or credited after November 18, 
1974. Para. 212(1)(1) formerly read: 


(1) a payment under a registered retirement savings plan or a 
plan referred to in subsection 146(12) as an ‘amended plan” 
that would, if the non-resident person had been resident in 
Canada throughout the taxation year in which the payment 
was made, be required by section 146 to be included in com- 
puting his income for the year; 


Para, 212(1)(1) substituted by 1973-74, c. 30, subsec. 25(2), applica- 
ble with respect to amounts paid or credited after February 19, 
1973. Para. (1) formerly read: 


(1) a payment under a registered retirement savings plan that 
would, if the non-resident person had been resident in Canada 
throughout the taxation year in which the payment was made, 
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be required by section 146 to be included in computing his 
income for the year; 


Regulations: 202(2)(d) (information return). 


Interpretation Bulletins: IT-163R2: Election by non-resident in- 
dividuals on certain Canadian source income; IT-451R: Deemed 
disposition and acquisition on ceasing to be or becoming resident in 
Canada; IT-SOOR: RRSPs. — death of an annuitant. See also list at 
end of s. 212. 


Information Circulars: 72-22R9: Registered: retirement savings 
plans; 79-8R3: Forms to use to directly transfer funds to or between 
plans, or to purchase an annuity. See also at beginning of subsec. 
212(1). 


Forms: NRTAI1: Authorization for non-resident tax exemption. 
See also at beginning of subsec. 212(1). 


(m) deferred profit sharing plan pay- 
ments — a payment under a deferred profit 
sharing plan or a plan referred to in subsection 
147(15) as a “revoked plan” that would, if the 
non-resident person had been resident in Canada 
throughout the taxation year in which the pay- 
ment was made, be required by section 147, if it 
were read without reference to. subsections 
147(10.1) and (20), to be included in computing 
the non-resident person’s income for the year, 
other than the portion thereof that is transferred 
by the payer on behalf of the non-resident person, 


pursuant to an authorization in prescribed form, 


to a registered pension plan or registered retire- 
ment savings plan and that 


(i) by reason of subsection 147(20) would not, 
if the non-resident person had been resident in 
Canada throughout the year, be inchided in 
computing the non-resident person’s income, 
or 


(ii) by reason of paragraph 60(j.2). would, if 
the non-resident person had been ‘resident in 
Canada throughout the year, be deductible in 
computing the non-resident person’s income 
for the year; 


Related Provisions: 128.1(4)(b)Gii) —No deemed disposition 
on emigration; 212(13)(e) — Payment by non-resident deemed 
made by resident of Canada; 214(3)(d) — Deemed payments: 
215(5) — Regulations reducing amount to be deducted or withheld: 
217 — Election’ to pay tax under Part I instead of withholding tax. 
See additional Related provisions at beginning of subsec. 212(1). 


Pre-RSC History: Para. 212(1)(m) substituted by POOOs E7235, 
subsec. 23(3), applicable with respect to payments made after 1988, 
except that with respect to payments made before June 28, 1990 the 
reference in subpara. (m)(ii) to “paragraph 60(j.2)” shall be read as 
a reference to “paragraph 60(j)””. Para. 212( 1)(m) formerly read: 


(m) deferred profit sharing plan payments — a payment 
under a deferred profit sharing plan or a plan referred to: in 
subsection 147(15) as a “revoked plan”. that would,- if the 
non-resident person had been resident in Canada throughout 
the taxation year in which the payment was made, be required 
by section 147, if it were read without reference to subsection 
(10.1) thereof, to be included in computing his income for the 
year (excluding the portion thereof that has been transferred 
by the payer on behalf of the non-resident person pursuant to 
an authorization in prescribed form to a registered pension 
plan or to a registered retirement savings plan under which 
the non-resident person is the annuitant (within the meaning 
assigned by section 146) and that would, if the non-resident 
person had been: resident in Canada throughout the: year, be 


Income Tax-Act 


deductible in computing his income for the year by virtue of ~~ 
paragraph 60(j)); eh melas 
Para. 212(1)(m) substituted by 1980-81-82-83, c. 140, subsec. 
118(7), applicable with respect to payments made after 1980, except 
that, with respect to payments made before March 30, 1983, the 
para. shall be read without reference to the phrase “pursuant to an 
authorization in prescribed form”. Para. 212(1)(m) formerly read: 
(m) a payment under a deferred profit sharing plan or. a.plan 
referred to in. subsection 147(15) as a “revoked plan’ that 
would, if the non-resident person had been resident in Canada 
throughout the taxation. year in which the payment.was made, 
be required by section 147, if it were read without reference 
to subsection (10.1) thereof, to be included in computing his 
income for the year; 
Para. 212(1)(m) substituted by 1973-74, c. 30, subsec. 25(2), appli- 
cable with respect to amounts paid ‘or credited -after February 19, 
1973. Para. 212(1)(m) formerly read: 
(m) a payment under. a deferred. profit sharing plan. that 
would, if the non-resident person had been resident in-Canada 
throughout the taxation year in which the payment was made, 
be required by. section 147 to be included in computing ‘his 
income for the year; - 
Regulations: 202(2)(e) (information return). 
Interpretation Bulletins: IT-163R2: Election by non-resident in- 
dividuals on certain Canadian. source’ income; IT-451R: Deemed 
disposition and acquisition on ceasing to be or becoming resident in 
Canada. See also list-at end of s: 212. 
Information Circulars: 79-8R3: Forms to use to directly transfer 
funds to or between plans, or to purchase an annuity. See also at 
beginning of subsec. 212(1). Wat iees 
Forms: NRTA1: Authorization for non-resident tax exemption. 
See also at beginning of subsec. 2126) 278 


(n) income-averaging annuity contract 
Payments — a payment under an income-aver- 
‘aging annuity contract, any proceeds: of the: sur-’ 
render, cancellation, redemption, sale or other 
disposition of an income-averaging annuity con- 
tract, or any amount deemed by. ‘subsection 
61.1(1) to have been received by the non-resident 
person as proceeds of the disposition of an in- 
come-averaging annuity contract; 
Related Provisions: 128.1(4)(b)(iii) — No deemed ‘disposition 
on emigration; 212(13)(e) — Payment by non-resident deémed 
made by resident of Canada: 214(3)(b) — Deemed payments. See 
additional Related provisions at beginning of 212(1). 
Pre-RSC History: Para. 212(1)(n) substituted by 1976-77, c. 4, 
subsec. 76(6), applicable in respect of amounts paid or credited after 
May 25, 1976, to substitute “61.101)” for “61(3)”., 98h) 
Selected Cases [para. 212(1)(n)]: Scott Estate vy. The Queen, 
[1988] 1 C.T.C. 45 (FCTD) (“Life annuity” in Canada-U.S. Tax 
Convention does not include amounts for termination of’ income. 
averaging annuity contract). tet s ss 
Regulations: 202(2)(f) (information return): . nO? 
Interpretation Bulletins: IT-451R: Deemed disposition and ac-. 
quisition on ceasing to be or becoming resident in Canada. See also’ 
list at end of s. 212. 7 Fekian 
Information Circulars: See at beginning of subsec. 212(d): 
Forms: See-at beginning of subsec. 212(1). 


(0) other annuity payments — a payment 
under an annuity Contract (other than ‘a payment 
in respect of an annuity issued inthe course of 
carrying on a life insurance business in a country 
other than Canada) to the extent of the amount in 
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respect of the interest of the non-resident person 
in the contract that; if the non-resident person had 
been resident in Canada throughout the taxation 
year in which the payment was made, 


(i) would be required to be included in com- 
puting the income of the non-resident person 
for the year, and 


(ii) would not be deductible in computing that 
income; 
Related Provisions: 56(1)(d) — Annuity payments required to 
be included in income of resident; 128.1(4)(b)(ii) — No deemed 
disposition on emigration; 240(1) — Taxable and non-taxable obli- 


gations defined. See additional Related provisions at beginning of 
212(1). 


Pre-RSC History: Para. 212(1)(0) substituted by 1980-81-82-83, 
c. 140, subsec. 118(8), applicable with respect to amounts. paid or 
credited after November 12, 1981. Para. 212(1)(o0) formerly read: 


(0) an annuity payment not described in any other paragraph 
of this subsection, to the extent of the portion thereof that, if 
the non-resident person had been resident in Canada through- 
out the taxation year in which the payment was made, 


(i) would be required to be included in computing his in- 

come for the year, and 

(ii) would not be deductible in computing that income; 
Regulations: 202(2)(g) (information return). 


Interpretation Bulletins: IT-451R: Deemed disposition and ac- 
quisition on ceasing to be or becoming resident in Canada. See also 
list at end of s. 212. 


Information Circulars: See at beginning of subsec. 212(1). 
Forms: See at beginning of subsec. 212(1). | 


(p) payments from RHOSP — a payment out 
of or under a fund, plan or trust that was at the 
end of 1985 a registered home ownership savings 
plan (within the meaning assigned by paragraph 
146.2(1)(h) of the Income Tax Act, chapter 148 of 
the Revised Statutes of Canada, 1952, as it read 
in its application to the 1985 taxation year), other 
than 


(i) the portion of the payment that is a refund 


of an excess described in paragraph 
146.2(7)(a)-of that Act (as it read in its appli- 
cation to the 1985 taxation year) made on.or 
before April 30, 1986, and 


(ii) the portion of the payment that can reason- 
ably be considered to be income of the fund, 
plan or trust after 1985; 


Related Provisions: 128.1(4)(b)(iii) — No deemed disposition 
on emigration; 214(3)(g) — Deemed payments. See additional: Re- 
lated provisions at beginning of 212(1). 
Pre-RSC History: Para. 212(1)(p) substituted by 1986, c. 6, sub- 
sec. 116(5), applicable to amounts paid or credited after 1985. Para. 
212(1)(p) formerly read: 


(p) registered home ownership savings plan — a payment 
out of or under a registered home ownership savings plan, 
other than that portion of a refund made within 120 days after 
the end of the taxation year to which the refund relates that is 
the excess described in paragraph 146.2(7)(a); 


Para. 212(1)(p) substituted by 1980-81-82-83, c. 40, s. 99, in force 
December 1, 1980. Para. 212(1)(p) formerly read: 


(p) a payment from a trust governed by a registered home 
ownership savings plan other than that portion of a refund 


S. 212(1)(q) 


made within 120 days after the end of the taxation year to 
which the refund relates that is the excess described in para- 
graph 146.2(7)(a); 
Para. 212(1)(p) substituted by 1977-78, c. 1, subsec. 92(6), applica- 
ble to 1977 et seq. Para. 212(1)(p) formerly read: 


(p) a payment from a trust governed by a registered home 
ownership savings plan. 


Para. 212(1)(p) added by 1974-75-76, c. 26, subsec. 118(7), applica- 
ble to 1974 et seq. 


- Regulations: 202(2)(h) (information return). 


I.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-451R: Deemed disposition and ac- 
quisition on ceasing to be or becoming resident in Canada. See also 
list at end of s. 212. 


Information Circulars: See at beginning of subsec. 212(1). 
Forms: See at beginning of subsec. 212(1). 


(q) registered retirement income fund pay- 
ments — a payment out of or under a registered 
retirement income fund that would, if the non- 
resident person had been resident in Canada 
throughout the taxation year in which the pay- 
ment was made, be required by section 146.3 to 
be included in computing the non-resident per- 
son’s income for the year, other than the portion 
thereof that 


(i) has been transferred by the payer on behalf 
of the non-resident person pursuant to an au- 
thorization in. prescribed form 


(A) to a registered retirement savings plan 
under which the non-resident person is the 
annuitant (within the meaning assigned by 
subsection 146(1)), 


(B) to acquire an annuity described in sub- 
paragraph 60(1)G@i) under which the non- 
resident person is the annuitant, or 


(C) to a carrier (within the meaning as- 
signed by subsection 146.3(1)) as consid- 
eration for a registered retirement income 
fund under which the non-resident person 
is the annuitant (within the meaning as- 
signed by subsection 146.3(1)), and 


(ii) would, if the non-resident person had been 
resident in Canada throughout the year, be de- 
ductible in computing the non-resident per- 
son’s income for the year by reason of para- 
graph 60(1); 


Related Provisions: 128.1(4)(b)(iii) — No deemed. disposition 
on emigration; 212(13)(e) — Payment by non-resident deemed 
made by resident of Canada; 214(3)(@) — Deemed payments, 
215(5) — Regulations reducing amount to be deducted or withheld; 
217 — Election to pay tax under Part I instead of withholding tax. 
See additional Related provisions at beginning of 212(1). 


Pre-RSC History: Para. 212(1)(q) substituted by 1990, c. 35, 
subsec. 23(4), applicable with respect to payments made after June 
27, 1990. Para. 212(1)(q) formerly read: 


(q) registered retirement income fund — a payment out of 
or under a registered retirement income fund that would, if 
the non-resident person had been resident in Canada through- 
out the taxation year in which the payment was made, be re- 
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quired by section 146.3 to be included in computing his in- 
come for the year; 


Para. 212(1)(q) added by 1977-78, c. 32, subsec. 48(2). 
Regulations: 202(2)(i) (information return). 


Interpretation Bulletins: IT-451R: Deemed disposition and ac- 
quisition on ceasing to be or becoming resident in Canada. See also 
list at end of s. 212. 


Information Circulars: 79-8R3: Forms to use to directly transfer 
funds to or between plans, or to purchase an annuity. See also at 
beginning of subsec. 212(1). 


Forms: NRTAI: Authorization for non-resident tax. exemption. 
See also at beginning of subsec. 212(1). 


(r) registered education savings plan—a 
payment that 1s 
(1) required by paragraph 56(1)(q) to be in- 
cluded in computing the non-resident person’s 
income under Part I for a taxation year, and 


(ii) not required to be included in computing 
the non-resident person’s taxable income or 
taxable income earned in Canada for the year; 


Related Provisions: 214(3)(j) — Deemed payments. See addi- 
tional Related provisions at beginning of subsec. 212()). 


History: Para. 212(1)(r) amended’ by 1998, c. 19, s. 62, applicable 
to amounts paid or credited after February 28, 1979. Para. 212(1)(r) 
formerly read: i 


(r) registered education savings plan — a payment in re- 
spect of a registered education savings plan that would, if the 
non-resident person had been resident in Canada throughout 
the taxation year in which the payment was made, be required 
by section 146.1 to be included in computing the person’s in- 
come for the year; 

Pre-RSC History: Para. 212(1)(r) added by. 1979, c. 5, subsec. 

61(2), applicable in respect of amounts paid or credited after Febru- 

ary 28, 1979. 

Regulations: 202(2)(j) (information return). 

Information Circulars: See at beginning of subsec. 212(1). 


Forms: See at beginning of subsec, 212(1). 
(s) home insulation or energy conversion 
grants — a grant under a prescribed program of 
the Government of Canada relating to home insu- 
lation or energy conversion; 


Related Provisions: See Related provisions at beginning of sub- 
sec. .2F2¢1), 


Pre-RSC History: Para. 212(1)(s) added by 1980-81-82-83, c. 48, 
subsec. 98(3), applicable with respect to grants paid or credited after 
1980. 


Regulations: 202(2)(k) (information return). 

Information Circulars: See at beginning of subsec. 212(1). 

Forms: See at beginning of subsec. 212(1); 
(t) NISA Fund No. 2 payments — a payment 
out of a NISA Fund No. 2,to the extent that that 
amount would, if Part I applied, be required by 
subsection 12(10.2) to be included in computing 
the person’s income for a taxation year; 


Related Provisions: 214(3)(1) — Deemed payments. See addi- 
tional Related provisions at beginning of subsec. 212(1). 


History: Para. 212(1)(t) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 123(4), applicable to payments made after 1990. 


Regulations: 202(2.1) (information return). 
Information Circulars: See at beginning of subsec. 212(1). 


Income Tax Act 


Forms: See at beginning of subsec.:212(1). 


(u) amateur athlete trust payments — a 
payment in respect of an amateur athlete trust that 
would, if Part I applied, be required by section 
143.1 to be included in computing the person’s 
Income for a taxation year; or. 
Related Provisions: 214(3)(k) — Deemed payments. ‘See addi- 
tional Related provisions at beginning of subsec. 212(1). 
History: Para. 212(1)(u) added by 1994, cul MScby VUI (1993, c. 
24), subsec. 123(4), applicable to payments made after 1991. 
Information Circulars: See at beginning of subsec. 212(1). z 


(v) payments under an eligible funeral ar- 
rangement — a payment made by a custodian 
(within the meaning assigned by subsection 
-148.1(1)) of an arrangement that was; at the time: 
it was established, an eligible funeral arrange- 
ment, to the extent that such amount would, if the 
non-resident ‘person were resident in Canada, be 
included because of subsection 148.1(3) in com- 
puting the person’s income. | 
Related Provisions: 212(13)(e) — Payment by. non-resident 
deemed made by resident of Canada. be a 
History: Para. 212(1)(y) added by 1995, c. 21, subsec. 64(1), appli- 
cable to amounts paid or credited after October Dat 1994. | 
Related provisions, I.T. Application Rules, Information 
Circulars, 1.T Technical News, Forms — subsec: 212(1): 
See at beginning of subsec. 212(1); before para.-(a).. 


(2) Tax on dividends — Every non-resident per- 
son shall pay an income tax of 25% on every amount 
that a corporation resident in Canada pays or credits, 
or is deeméd by Part I or Part XIV to pay or credit, 
to the non-resident person as, on account or in lieu of 
payment of, or in satisfaction of, ; 

_ (a) a taxable dividend (other than a capital gains 
dividend within the meaning assigned by subsec- 
tion 130.1(4), 131(1) or 133(7.1)), or 
(b) a capital dividend. 


Related Provisions: 212(1)(c)(ii) — Estate or trust income de- 
rived from capital dividend: 213(1) — Where tax not payable; 
214(1) — No. deductions: 214(3)(a) Deemed _ payments; 
214(12) — Application of subsec. 214(2);-215(1) — Requirement 
to withhold and remit; 227(10), (10:1) — Assessment; 219 — 
Branch tax; 250(5) — Anti-avoidance rule te corporate residence; 
Canada-U.S. tax treaty, Art. X — Taxation of dividends.. 


Pre-RSC History: Subsec. 212(2) amended by. 1986, c..6, subsec. 
116(6), to repeal paras. (b.1), (c), applicable with respect to stock 
dividends paid after May 23, 1985 other than such dividends de- 
clared on or before that day and with respect to life insurance capi- 
tal dividends paid after May 23, 1985: Paras. 212(2)(b-1); (cy fors 
merly read: Oy 


(b.1) a life insurance capital dividend, or 


~ (c) where the corporation is a publi¢ corporation, a stock divi- 
dend (other than a dividend referred to in paragraph (a)) paid 
by the corporation (other than any ‘such stock dividend paid in 
shares of the same class of the capital stock of the corporation 
as that.on which the stock dividend was paid): 

Para. 212(2)(b.1) added by 1980-81-82-83, ¢. 140.‘ subsec. 118(9), 
applicable with respect to dividends paid or credited after June 28, 
1982. OS 
All that portion of subsec. 212(2) preceding para. (a) substituted by 
1980-81-82-83, c.-48, subsec. 98(4), to add reference to Part XIV, 
applicable after December’ 11, 1979. 
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Subsec. 212(2) substituted by 1979, c.’5, subsec. 61(3), applicable 
in respect of dividends paid after November. 16,1978. Subsec. 
212(2) formerly read: 


(2) Every non-resident person shall pay an income tax ne 25% 
on every amount that a corporation resident in Canada. pays, 
or credits, or is deemed by, Part I to pay or credit, to him as; 
on account or in lieu of payment of, or in satisfaction of a 
taxable dividend (other than a capital gains dividend within 
the meaning assigned by subsection 130.1(4), 131(1) or = 
133(7.1)) or a capital dividend. 


Subsec. 212(2) substituted by 1973-74, c. 49, subsec. 18(4), to add 
reference to subsec. 130.1(4). 


Selected Cases [subsec. 212(2)]: Placements Serco Ltée v. The 
Queen, [1988] 1 C.T.C. 213 (FCA) (“Dividend” includes deemed 
dividend); The Queen v. Canada Southern Railway Co., [1986] 1 
C.T.C. 284 (FCA); leave to appeal to SCC refused (sub nom. Can. 
Southern Railway Co. v. Canada) (1986), 71 NR 402: (note) (Divi- 
dends reduced by agreement taxable to shareholder/lessee of rolling 
stock); .Hunter Douglas Ltd. v. The Queen, [1979] C.T.C.. 424 
(FCTD) (By virtue of Canada-Netherlands Tax Convention, no 
withholding tax on dividends to non-residents); Bendix Automotive 
of Canada Ltd. v. The Queen, [1978] C.T.C. 194 (FCA) (Exchange 
value was basis of withholding tax on share dividend to non- 
resident); Deltona Corporation v. MNR, [1973] C.T.C. 215 (SCC) 
(Dividend paid to non-residents subject to withholding tax); 
Zehnder & Co. v. MNR, [1970] C.T.C. 85 (Exch) (Dividends paid to 
non-resident shareholders. subject, to withholding tax. where com- 
pany resident under general tests of residency). 


Regulations: 202(1)(g) (information return); 805 (where no with- 
holding tax). 


Interpretation Bulletins: IT-66R6: Capital. dividends; IT-96R6: 
Options granted by corporations to acquire shares, bonds, or deben- 
tures and by trusts to acquire trust units; IT-421R2: Benefits to indi- 
viduals, corporations and shareholders from loans or debt; IT- 
430R3: Life insurance proceeds received by a private corporation or 
a partnership as a consequence of death; IT-465R: Non-resident 
beneficiaries of trusts; IT-468R: Management or administration fees 
paid to non-residents. See also list at end of s. 212. 


Information Circulars: 77-16R4: Non-resident income tax; 88-2 
Supplement, para. 7: General anti-avoidance rule — section 245 of 
the Income Tax Act. 


Forms: NR2-UK: Statement of amounts paid to non-residents of 
Canada; NR2A-UK: Statement of amounts paid to non-residents of 
Canada; NR4 Summ: Return of amounts paid or credited to non- 
residents of Canada; NR4 Supp: Statement of amounts paid or 
credited to. non-residents of Canada; NR4-OAS: Statement of OAS 
pension paid or credited to non-residents of Canada; NR601: Non- 
resident ownership certificate — withholding tax; NR602: Non-resi- 
dent ownership certificate — no withholding tax. 


(3) Replacement obligations — For the purpose 
of subparagraph (1)(b)(vii), an obligation (in this 
subsection referred to as the “replacement obliga- 
tion’) issued by a corporation resident in Canada 
wholly or in substantial part and either directly or in- 
directly in exchange or substitution for an obligation 
or a part of an obligation (in this subsection referred 
to as the “former obligation’) shall, where 


(a) the replacement obligation was issued 


(i) as part of a proposal to, or an arrangement | 


with, its creditors that was approved by a 
court under the Bankruptcy and Insolvency 
Act, 


(ii) at a time when all or substantially all of its 
assets were under the control of a receiver, re- 


S.. 212(4)(a)) 


ceiver-manager, ic papas or trustee in 
bankruptcy, or 


(111) at a time when, because of financial diffi- 
culty, the issuing corporation or another cor- 
poration resident in Canada with which it does 
not deal at arm’s length was in default, or 
could reasonably be. expected: to default, on 
the former obligation, 


(b) the proceeds from the’issue of the teplace- 
ment obligation can reasonably be regarded as 
having been used by the issuing corporation or 
another corporation with which it does not deal at 
arm’s length in the financing of its active. busi- 
ness carried on in Canada immediately before the 
time when the replacement ebligation was issued, 
and 


(c), all interest on the former. obligation was (or 
would be, if the: person to whom that interest was 
paid or credited were non-resident) exempt from 
tax under this Part because. of subparagraph 


(1)(b)(vii), 


be deemed to have been issued when the former ob- 
ligation was issued. 


History: Subsec. 212(3) added by 1994, c. 21, subsec. 97(4), appli- 
cable to replacement obligations issued after June 1993. 


Pre-RSC History [former subsec. 212(3)]: Subsec. 212(3) re- 
pealed by 1980-81-82-83, c. 140, subséc. 118(10), applicable with 
respect to dividends paid after November 12, 1981, other than divi- 
dends declared and payable on or before that date and dividends 
declared on or before that date and payable after that date to persons 
who were shareholders of record on or before that date. Subsec. 
212(3) formerly read: 


(3) Where degree of Canadian ownership — Notwith- 
standing subsection (2), where the corporation referred to in 
that subsection has a degree of Canadian ownership in the 
taxation year of the corporation during which the dividend is 
so paid or credited to the non-resident person referred to 
therein, the tax payable by the non-resident person on the 
amount referred to therein is the percentage of that amount 
that is equal to the percentage at which the non-resident per- 
son would otherwise be taxed on that amount by virtue of 
subsection (2) and any other law of Canada other than this 
Act, minus 5% of that amount. — 


Interpretation Bulletins: IT-361R3: Exemption from Part XIII 
tax on interest payments to non-residents. 


(4) Interpretation of “management. or 
administration fee or charge” — For the. pur- 
pose of paragraph (1)(a), “management or adminis- 
tration fee or charge” does not include any amount 
paid or credited or deemed by Part I to have been 
paid or credited to a non-resident person as, on ac- 
count or in lieu of payment of, or in satisfaction of, 


(a) a service performed by the non-resident per- 
son if, at the time the non-resident person per- 
formed the service 


(i) the service was performed in the ordinary 
course of a business carried on by the non-res- 
ident person that included the performance of 
such a service for a fee, and 
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(ii) the non-resident person and the payer 
were dealing with each other at arm’s length, 
or 


(b) a specific expense incurred by the non-resi- 
dent person for the performance of a service that 
was for the benefit of the payer, 


to the extent that the amount so paid or credited was 
reasonable in the circumstances. 
Selected Cases [subsec. 212(4)]: Peter Cundill & Associates 
Ltd..v.. Canada, [1991] 2 C.T.C. 221 (FCA) (Fees paid by Canadian 
corporation to Bermuda subsidiary taxable, not at arm’s length since 
both corporations controlled by same “mind”); Windsor Plastic 
Products Ltd. v. The Queen, [1986] 1 C:T.C. 331 (FCTD) (With- 
holding tax payable where management company not dealing at 
arm’s length). 


Interpretation Bulletins: IT-468R: Management or administra- 
tion fees paid to non-residents. See also list at end of s. 212. 


(5) Motion picture films — Every non-resident 
person shall pay an income tax of 25% on every 
amount that a person resident in Canada pays or 
credits, or is deemed by Part I to pay'or credit, to the 
non-resident person as, on account or in lieu of pay- 
ment of, or in satisfaction of, payment for a right in 
or to the use of . 


(a) a motion picture film, or 


(b) a film, video tape or other means of reproduc- 
tion for use in connection with television (other 
than solely in connection with and as part of.a 
news program produced in Canada), 


that has been or is to be used or reproduced in 
Canada. 

Related Provisions: 212(1)(d) — Withholding tax — royalties; 
214(1) —No deduction; 215(1) — Requirement to. withhold and 
remit. 


Pre-RSC History: Para. 212(5)(b) substituted by 1988, c. 55, 
subsec. 161(5), applicable with respect to amounts paid or credited 
after 1985, except that in its application with respect to amounts 
paid or credited after 1985 and before 1989, para. 212(5)(b) shall be 
read as follows: 


(b) a film or video tape for use in connection with television 
(other than solely in connection with and as part of a news 
program produced in Canada), 


Para. 212(5)(b) formerly read: 
(b) a film or video tape for use in connection with television 


Subsec. 212(5) substituted by 1973-74, c. 14, subsec. 68(1), applica- 
ble with respect to amounts paid or credited after:1971. 


Selected Cases [subsec. 212(5)]: CBS/Fox Co. v. Canada, 


[1996] 1 C.T.C. 3: (FETD): (Motion picture’ film includes video | 


tape); MCA Television Ltd. v. Canada, [1994] 2 C.T.C. 148 (FCTD) 
(Motion picture films did not include films for television purposes 
under Canada-US Tax Convention); Twentieth Century Fox Film 
Corp. v. The Queen, [1985] 2 C.T.C. 328 (FCTD) (Payments by 
Canadian branch for right to use motion picture not subject to with- 
holding tax where included in non-resident’s income from business 
in Canada); Vauban Productions v. The Queen, [1979] C.T.C. 262 
(FCA) (Payments for lease of rights to use motion picture subject to 
withholding tax). 


Regulations: 202(1)(h) (information return). 


Forms: NR4 Summ: Return of amounts paid or credited to non- 
residents of Canada; NR4 Supp: Statement of amounts paid or 
credited to non-residents of Canada. 


‘Income Tax, Act 


(6) Interest on provincial bonds from wholly- 
owned subsidiaries — Where an amount’ de- 
scribed by subsection (1) relates to interest on bonds 
or other obligations of or guaranteed by Her Majesty 
in right of a province or interest’ on bonds’ or ‘other 
obligations provision for the payment of which was 
made by a statute of a provincial legislature, the tax 
payable under subsection (1).is 5%. of that amount. 


Related Provisions: 212(7) "Application of subsec. 212(6); 
240(1) — Taxable and:non-taxable obligations defined. 


(7) Where subsec. (6) does not apply — Sub- 
section (6) does not apply to interest on any bond or 
other obligation described therein that was issued af- 
ter December 20, 1960, except any such bond or 
other obligation for the issue of which arrangements 
were made on or before that day with a dealer in se- 
curities, if the existence of the arrangements for the 
issue of the bond or other obligation can be estab- 
lished by evidence in writing given.or made on or 
before that day. 


Related Provisions: 212(8) — Bonds issued in exchange for éar- 
lier bonds. eke 


(8) Bonds issued after December 20, 1960 in 
exchange for earlier bonds — For the purposes _ 
of this Part, where any bond, except a bond to which 
clause (1)(b)(ii)(C) applies, was issued after Décem- 
ber 20, 1960 in exchange for a bond issued on or 
before that day, it shall, if the terms on which the 
bond for which it was exchanged was issued con- 
ferred on the holder thereof the right to make the, ex- 
change, be deemed to have been issued. on or before 
December 20, 1960. sect fasrad 


Interpretation Bulletins: IT-360R2: Interest payable in a foreign 
currency. See-also list at end of s. 212. 


(9) Exemptions — Where 


(a) a dividend or interest is received by a trust 
from a non-resident-owned investment 
corporation, 


(b) an amount (in this subsection referred’ to As 
the “royalty payment’’) is received by a trust as, 
on account of, in lieu, of payment of or in satis- 
faction of, a royalty on or in respect of a copy- 
right in respect of the production or reproduction 
of any literary, dramatic, musical or artistic work, 
or te 


(c) interest is received by..a mutual fund trust 
maintained primarily for the benefit of non-resi- 
dent persons 


and a particular amount is paid or credited to a‘non- 
resident. person as income of or from the trust and 
can reasonably be regarded as having been derived 


from the dividend, interest or royalty payment, as the 


case may be, no tax is payable because of paragraph 
(1)(c) as a consequence of the payment or crediting 
of the particular amount if no tax would have been 
payable under this Part in respect of the dividend, in- 
terest or royalty payment, as the case may: be, if it 
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had been paid directly to the non-resident person in- 
stead of to the trust: 


Related Provisions: 104(10) — Where property owned for non- | 


residents; 104(11) — Dividend received from non-resident-owned 
investment corporation. 


History: Subsec. 212(9) amended by 1998, c..19, subsec..216(2), 
applicable to amounts paid or credited after April 1995 to non-resi- 
dent persons. Subsec. 212(9) formerly read: 


(9) No tax is payable under paragraph: (1)(c) on an amount 
paid or credited to a non-resident person as income of or from 
a trust if it may reasonably be regarded as having been de- 
rived from 


(a) dividends-or interest received by the trustee from a 
non-resident-owned investment corporation, or 


(b) amounts received as, on account or in lieu of payment 
of, or in satisfaction of a royalty on or in respect. of.a 
copyright in respect of the production or reproduction of « 
any literary, dramatic, musical or artistic work, 


on which no tax would have been payable under this Part if 
they had been paid by the non-resident-owned. investment 
corporation or person paying the amounts in respect of copy- 
right to the non-resident person instead of to the trustee. 


Pre-RSC History: Para. 212(9)(b) substituted by 1977-78, c. 1, 
subsec. 92(7), applicable with respect to amounts received after 
March 31, 1977. Para. 212(9)(b) formerly read: 


(b) amounts received in respect of copyright in a book, music, 
an article in a periodical, a newspaper syndicated article, pic- 
ture, comics or any other newspaper or periodical feature 
used or to be used in Canada. 


Interpretation Bulletins: IT-465R: Non-resident beneficiaries of 
trusts. See also list at end of s. 212. 


(10) Trust beneficiaries residing outside of 
Canada — Where all the beneficiaries of a trust es- 
tablished before 1949 reside, during a taxation year, 
in one country other than Canada and all amounts in- 
cluded in computing the income of the trust.for the 
taxation year were received from persons resident in 
that country, no tax is payable under paragraph 
(1)(c) on an amount paid or credited in the taxation 
year to a beneficiary as income of or from the trust. 


Interpretation Bulletins: IT-465R: Non-resident beneficiaries of 
trusts. See also list at end of s. 212. 


(11) Payment to. beneficiary as income of 
trust — An amount paid or credited by a trust or an 
estate to a beneficiary or other person. beneficially 
interested therein shall be: deemed, for the purpose of 
paragraph (1)(c) and without limiting the generality 
thereof, to have been paid,or credited as income of 
the trust or estate, regardless of the source from 
which the trust or estate derived it. 


Related Provisions: 107(5) — Distribution to non-resident. 


History: Subsec. 212(11) substituted by 1994, c. 7, Sch. IT (1991, 
c. 49), subsec. 174(3), applicable to amounts paid or credited after 
July 13, 1990. Subsec. 212(11) formerly read: 


(11) Payment to a beneficiary as income of trust — 
Where an amount has been paid or credited by a trust or es- 
tate to a beneficiary or other person beneficially interested 
therein (otherwise than on a distribution or payment of capi- 
tal), it shall, regardless of the source from which the trust or 
estate derived it, be deemed, for the purpose of paragraph 
(1)(c) and without limiting the generality that paragraph, to 
have been paid or credited as income of the trust.or estate, 


S. 212(11.1) 


Interpretation Bulletins: IT-465R: Non-resident beneficiaries of 
trusts. See also list at end of s. 212. 


(11.1) [Repealed under former Act] 


Pre-RSC History: Subsec. 212(11.1) repealed by 1988, c. 55, 
subsec. 161(6), applicable to distributions by a trust in its 1988 and 
subsequent taxation years. Subsec. 212(11.1) formerly read: 


(11.1) Idem — Such portion of, . 


(a) where subsection 104(8) is applicable with respect to 
a particular trust, the amount, if any, referred to in para- 
graph (e) thereof, or 


(b) where subsection 104(8) is not applicable with re- 
spect to a particular trust, the amount, if any, by which 
the aggregate of all amounts each of which is an amount 
described in subsection 104(13) exceeds the amount de- 
ductible pursuant to subsection 104(6) 


as 


(c) may reasonably be considered to be part of the 
amount that was paid or credited to a particular benefici- 
ary. under the trust as income of or from the trust for a 
‘taxation year, and 


(d) was not designated by the trust in respect.of any other 
beneficiary of the trust 


shall, if so designated. by the trust in respect of the particular 
beneficiary in the trust’s,return of income for the year under 
Part I, be deemed, for the purposes of paragraph (1)(c), not to 
have been paid or credited in the year to the particular 
beneficiary. 


Para. 212(11.1)(a) amended ‘to substitute the reference to “para- 
graph (e)” for “paragraph (d)” by 1984, c.1, subsec..98(2), applica- 
ble after November 12, 1981, 


Subsec. 212(11.1) substituted by 1980-81-82-83, c. 140, subsec. 
118(11), applicable after November 12, 1981. Subsec., 212(11.1) 
formerly read: 


(11.1) Such portion of the amount, if any, by which 
(a) the aggregate of all amounts each of which is 


(i) such part of the amount that would be the income 
of a trust for the taxation year if no deduction were 
made under subsection 20(16), 104(6) or (12) or 
under regulations made under paragraph 20(1)(a) 
that is payable in the year to a beneficiary under the 
trust, or 


(ii) an amount paid by the trust in the taxation year to 
the extent it was included in computing the income 
of a beneficiary under the trust by virtue of subsec- 
tion 105(2) 


exceeds 


_.(b) the amount deductible under subsection 104(6) by the 
trust. in computing its income for the taxation year 


as may reasonably be considered to be part of the amount that 
was paid or credited to a particular designated beneficiary 
under the trust as income of or from the trust for the year, and 
as. was not designated by the trust in respect of any other des- 
ignated beneficiary thereunder, shall, if so designated by the 
trust in respect of the particular designated beneficiary in the 
return of its income for the year under Part I, be deemed, for 
the purposes of paragraph (1)(c), not to have been paid or 
credited in the-year to the designated beneficiary. 


Subpara. 212(11.1)(a)(i) substituted by 1977-78, c. 1, subsec. 92(8), 
applicable to taxation years commencing after May 25, 1976 and 
ending after March 31, 1977, to add “20(16)”. 


1647 


S. 212(11.1) 


Subsec. 212(11.1) substituted by 1976-77, c. 4, subséc. 71(7), appli- 
cable to 1976 et seg. Subsec. 212(11.1) formerly read: 


(11.1) Notwithstanding subsection (11), in any case where. 


(a) the amount that would, but for subsection 104(8), be 
deductible by virtue of subsection 104(6) in computing 
the income for a taxation year of a trust 


exceeds 


(b) the amount deductible by virtue of subsection 104(6) 
in computing the trust’s income for that year 


(in this subsection referred to as the “excess amount’), for the 
purposes of paragraph (1)(c), an amount equal to that propor- 
tion of the excess amount that 


(c) the amount that would, but for this subsection, be the 
amount paid or credited to a non-resident person as in- 
come of or from the trust for the year 


is of 
(d) the aggregate of all amounts each of which is 


(i) such part of the amount that would be the income 
of the trust for the taxation year if no deduction were 
made under subsection (6) or (12) or under regula- 
tions made under paragraph 20(1)(a) that would, but 
for this subsection, be payable in the year to a benefi- 
ciary under the trust, 


(ii) an amount in respect of the accumulating income 
of the trust for the year that was included in comput- 
ing the income of a preferred beneficiary under the 
trust by virtue of subsection (14), or 


(iii) an amount paid by the trust in the year to the 
extent it was included in computing the income of a 
beneficiary under the trust by virtue of subsection 
105(2) 


shall be deemed not to have been paid or credited to the per- 
son as income of or from the trust. 


Subsec. 212(11.1) added by 1974-75-76, c. 26, subsec. 118(8), ap- 
plicable with respect to amounts paid or credited after November 
18, 1974. 


(11.2) [Repealed under former Act] 


Pre-RSC History: Subsec, 212(11.2) repealed by 1988, c. 55, 
subsec. 161(6), applicable to distributions by a trust in its 1988 and 
subsequent taxation years. Subsec. 212(11.2) formerly read: 


(11.2) Idem — Such portion of the amount referred to in par- 
agraph 104(8)(f) 


(a) as may reasonably be considered to be part of the 
amount that was paid or credited to a particular desig- 
nated beneficiary under the trust as income of or from the 
trust for a taxation year, and 


(b) as was not designated by the trust in respect of any 
other designated beneficiary of the trust 
shall, if so designated by the trust in respect of the particular 
designated beneficiary in the trust’s return of income for the 
year under Part I, be deemed, for the purposes of paragraph 
(1)(c), not to have been paid or credited in the year to the 
particular designated beneficiary. 


All that portion of subsec. 212(11.2) preceding para. (a) amended to 
substitute “paragraph 104(8)(f)” for “paragraph 104(8)(e)” by 1984, 
c. 1, subsec. 98(3), applicable after November 12, 1981. 


Subsec. 212(11.2) added by 1980-81-82-83, c. 140, subsec. 118(11), 
applicable after November 12, 1981. 


(12) Deemed payments to spouse, etc. — 
Where by reason of subsection 56(4) or (4.1) or any 
of sections 74.1 to 75 of this Act or section 74 of the 
Income Tax Act, chapter 148 of the Revised Statutes 


Income Tax Act 


of Canada, 1952, there is included in computing a 
taxpayer’s income under Part I for a taxation year an 
amount paid or credited to a non-resident person in 
the year, no tax is payable under this section on tha 
amount. 

Pre-RSC History: Subsec. 212(12) amended to substitute “sub- 


section 56(4) or (4.1)” for “subsection 56(4)”, by 1988, c. 55, sub- 
sec. 161(7), applicable to 1989 er seg. 


Subsec. 212(12) amended by 1986, c. 6, subsec. 116(7), to substi- 
tute “sections 74 to 75” for “section 74 or 75”, applicable after May 
21-1985 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-369R: Attribution of trust income to 
settlor; IT-438R2: Crown charges — resource properties in Canada: 
IT-440R2: Transfer of rights to income. See also list at’end of s. 
212: 


(13) Rent and other payments — For the pur- 
poses of this section, where a non-resident person 
pays or credits an amount as, on account or in lieu of 
payment of, or in satisfaction of, 


(a) rent for the use in Canada of property (other 
than property that is rolling stock as defined in 
section 2 of the Railway Act), 


(b) a timber royalty in respect of a timber re- 
source property or a timber limit in Canada, 


(c) a payment of a superannuation or pension 
benefit under a registered pension plan or of a 
distribution to one or more persons out of or 
under a retirement compensation arrangement, 


(d) a payment of a retiring allowance or a death 
benefit to the extent that the payment is deducti- 
ble in computing the payer’s taxable income 
earned in Canada, 


(e) a payment described in any of paragraphs 
(1)(k) to (n), (q) and (v), or 

(f) interest on any mortgage or other indebtedness 
entered into or issued or modified after March 31, 
1977 and secured by real property situated in 
Canada or an interest therein to the extent that the 
amount so paid or credited is deductible in com- 
puting the non-resident person’s taxable income 
earned in Canada or the amount’ on which’ the 
non-resident person is liable to pay tax under Part 


4 


the non-resident person shall be deemed in respect of 
that payment to be a person resident in Canada. 


Related Provisions: 13(21) — Timber resource property defined. 


History: Para. 212(13)(e) amended by 1995, c. 21, subsec. 64(2), 
applicable to amounts paid or credited after October 21, 1994. Para. 
(e) formerly read: 

(e) a payment described in any of paragraphs (1)(k) to (n) and 

(q), or 
Pre-RSC History: Para. 212(13)(c) substituted by 1987, c. 46, 
subsec. 63(3), to add “‘or of a distribution to one or more persons out 
of or under a retirement compensation arrangement”, applicable 
with respect to amounts paid or credited after March 27, 1987. 


Para. 212(13)(d) substituted by 1980-81-82-83, c. 140, subsec. 
118(12), applicable with respect to amounts received in respect of 
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any termination of an office or employment after November 12, 
1981. Para. 212(13)(d) formerly read: 


(d) a payment of a retiring allowance, a death benefit or a 
termination payment to the extent that the payment is deducti- 
ble in computing the payer’s taxable income earned in 
Canada, 


Para. 212(13)(d) substituted by 1979, c. 5, subsec. 61(4), applicable 
in respect of amounts paid or credited after February 28, 1979. Para. 
212(13)(d) formerly read: 


(d) a payment of a retiring allowance or a death benefit to the 
extent that the payment is deductible in computing the 
payer’s taxable income earned in Canada, 


Paras. 212(13)(a), (e) substituted by 1977-78, c.. 32, subsecs. 48(3), 
(4), applicable, as to para. 212(13)(a), in respect of amounts Palco or 
credited after 1977. Paras. 212(13)(a), (e) formerly read: 


(a) rent for the use in Canada of property, 

(e) a payment described in any of paragraphs (1)(k) to (n), or 
Para. 212(13)(f) added by 1977-78, c. 1, subsec. 92(9), applicable 
with respect to amounts paid or credited after March 31, 1977. 


Para. 212(13)(b) substituted by 1974-75-76, c. 26, subsec. 118(9), 
applicable: in respect of amounts paid or credited after November 
18, 1974. Para. 212(13)(b) formerly read: 


(b) a timber royalty in respect of a timber limit in Canada, 


Subsec. 212(13) substituted by 1973-74, c. 30, subsec. 25(3), appli- 
cable with respect to amounts paid or credited after February 19, 
1973, Subsec. 212(13) formerly read: 


(13) For the purposes of this section where a non-resident 
person pays or credits rent for the use in Canada of property, 

he shall be deemed in respect of that payment to be a person 
resident in Canada. 


Regulations: 202(4) (information return). 


(13.1) Application of Part Xlil tax where payer 
or payee is a partnership — For the purposes of 
this Part, other than section 216, 


(a) where a partnership pays or credits an amount 
to a non-resident person, the partnership shall, in 
respect of the portion of that amount that is de- 
ductible, or that would but for section 21. be de- 
ductible in computing the amount of the income 
or loss, as the case may be, referred to in para- 
graph 96(1)(f) or (g) if the references therein to 
“a particular place” and “that particular place” 
were read as references to “Canada’, be deemed 
to be a person resident in Canada; and 


(b) where a person resident in Canada pays or 
credits an amount to a partnership (other than a 
Canadian partnership within the meaning as- 
signed by section 102), the partnership shall be 
deemed, in respect of that payment, to be a non- 
resident person. 


Related Provisions: 
“person”. 


Selected Cases [subsec. 212(13.1)]: Randall v. The Queen, 
[1985] 1 C.T.C. 268 (FCTD) (Partner, not actively participating in 
operation of business but participating in profits, taxable as non-res- 
ident carrying on business in Canada). 


227(15) — Partnership included in 


Regulations: 202(5) (information return). 


Interpretation Bulletins: IT-81R: Partnerships — income of 
non-resident partners. See also list at end of s..212. 


S. 212(14)(c)(ii) 


(13.2) Application of Part XIll tax where non- 
resident operates in Canada — For the pur- 
poses of this Part, where in a taxation year 


(a) a non-resident person whose business was 
carried on principally in Canada, or 


(b) a non-resident person who 


(1) manufactures or processes goods in 
Canada, 


(ii) operates an oil or gas well in Canada or 
extracts petroleum or natural gas from a natu- 
ral accumulation thereof in Canada, or 


(iil) extracts minerals from a mineral resource 
in Canada 


pays or credits an amount (other than an amount to 
which subsection (13) applies) to another non-resi- 
dent person, the first-mentioned non-resident person 
shall be deemed, in respect of the portion of that 
amount that was deductible in computing that per- 
son’s taxable income earned in Canada for any taxa- 
tion year, to be a person resident in Canada. 


Pre-RSC History: Subpara. 212(13.2)(b)(ii) substituted by 1986, 
c. 6, subsec. 31(2), to add “or extracts petroleum or natural gas from 
a natural accumulation thereof in Canada’, applicable to taxation 
years ending after March 1985. 


Subsecs. 212(13.1), (13.2) added by 1974-75-76,.c. 26,  subsec. 
118(10), applicable in respect of amounts paid or credited after No- 
vember 18, 1974, other than an amount referred to in para. 
212(13.1)(a) or subsec. 212(13.2) paid or credited to a person pursu- 
ant to an agreement in writing entered into before May 7, 1974. 


Regulations: 202(6) (information return). 


(14) Certificate of exemption — The Minister 
may, on application, issue a certificate of exemption 
to any non-resident person who establishes to the 
satisfaction of the Minister that . 


(a) an income tax is imposed under the laws of 
the country of which the non-resident person is a 
resident; 


(b) the non-resident person is exempt under the 
laws referred to in paragraph (a) from the pay- 
ment of income tax to the government of the 
country of which the non-resident person is a res- 
ident; and 


(c) the non-resident person is 


(i) a person who is or would be, if the non- 
resident person were resident in Canada, ex- 
empt from tax under section 149, 


(ii) a trust or corporation established or incor- 
porated principally in connection with, or the 
principal purpose of which is to administer or 
provide benefits under, one or more superan- 
nuation, pension or retirement funds or plans 
or any funds or plans established to provide 
employee benefits, or 


1649 


S. 212(14)(c)(ii) Income Tax Act 


(ii1) a trust, corporation or other organization 
constituted and operated exclusively for-chari- 
table purposes, no part of the income of which 
is payable to, or is otherwise available for, the 
personal benefit of any proprietor, member, 
shareholder, trustee or settlor thereof. 


Related Provisions: 172(3) — Appeal from refusal to issue cer- 
tificate; 172(4) — Deemed refusal to register; 212(1)(b)(Gv) — No 
withholding tax where certificate of exemption; Reg. 6804(1) — 
Definition of “qualifying entity” — same conditions. 


Pre-RSC History: Para. 212(14)(c) substituted by 1976-77; c. 4, 
subsec. 71(7.1), applicable to 1977. et seg., to add subpara. 
212(14)(c)(iii). 


Subpara. 212(14)(c)(ii) substituted for subparas. (ii) and (iii) by 
1974-75-76, c. 26, subsec. 118(10.1), applicable after 1974. Sub- 
paras. 212(14)(c)(ii), (iii) formerly read as follows: 


(i) a trust or corporation established or incorporated solely in 
connection. with, or for the administration of, one or more 
employees’ superannuation or pension funds or plans, or 


(ii) a trust or corporation established or incorporated for the 
principal purpose of administering, or providing benefits 
under one or more, employees’ superannuation or pension 
funds or plans, if throughout the 3 consecutive, taxation years 
of the trust or corporation immediately preceding its taxation 
year in which the application was made, the cost to it of, 


(A) in the,case of the trust, property held by it, and 


(B) in the case of the corporation, property owned by it 


for the purpose of providing such benefits was not less than 
80% of the cost to it of all property held by it or owned ‘by it, 
as the case may be. 


Para. 212(14)(c) substituted by 1973-74, -c. 14, subsec. 68(2), 
deemed to have come into force May 8, 1972. Para. 212(14)(c) for- 
merly read as follows: 


(c) he is 


(i) a person who is or would be, if he were resident in 
Canada, exempt from tax under section 149, or 


(ii) a trust or corporation established or incorporated 
solely in connection with, or for the administration of, an 
employees’ superannuation or pension fund or plan. 


I.T, Application Rules: 10(5).. 
Information Circulars: 77-16R4: Non-resident income tax. 
Forms: NROA: Application for certificate of exemption: 


(15) Certain obligations — For the purposes of 
subparagraph (1)(b)(ii), after November 18, 1974 in- 
terest on a bond, debenture, note, mortgage or simi- 
lar obligation that is insured by the Canada Deposit 
Insurance Corporation shall be deemed not to be in- 
terest with respect to an obligation guaranteed by the 
Government of Canada. | 

Interpretation Bulletins: IT-155R3: Exemption from non-resi- 


dent tax on interest payable on certain bonds, debentures, notes, hy- 
pothecs or similar obligations. See also list at end of s. 212. f 


(16) Payments for temporary use of rolling 
stock — Clause (1)(d)(vii)(A) does not apply to a 
payment in a year for the temporary use of railway 
rolling stock by a railway company to a person resi- 
dent in a country other than Canada unless that coun- 
try grants substantially similar relief for the year to 
the company in respect of payments received by it 
for the temporary use by a person resident in that 
country of railway rolling stock. | 

Pre-RSC History: Subsecs: 212(15), (16) added by 1974-75-76, c. 


26, subsec. 118(11), applicable in,respect of amounts paid or 
credited after November 18, 1974. 


(17) Exception — This section is not applicable to 
payments out of or under an employee benefit plan 
or employee trust. San ee 

Pre-RSC History: Subsec..212(17) added by 1980-81-82-83, c. 
48, subsec. 98(5), applicable with respect to amounts paid or 
credited after 1979. , 


Interpretation Bulletins: IT-502: Employee benefit plans and 
employee trusts. See also list at end of s. 212. 


(18) Return by financial institutions and 
registered securities dealers — Every person 
who in a taxation year is a prescribed financial insti- 
tution for the purpose of clause (1)(b)(iili)(D) or a 
person resident in Canada who is a registered securi- 
ties dealer shall 


(a) within 6 months after the end of the year file 
with the Minister a return in prescribed form if in 
the year the person paid or credited. an amount to 
a non-resident person in respect of which the 
non-resident person. is, because of. clause 
(1)(b)@ii)(D) or subparagraph (1)(b)(xii), not. lia- 
ble to pay tax under this Part; and 
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(b) on demand from the Minister, served person- 
ally or by registered letter, file within such rea- 
sonable time as may be stipulated in the demand, 
an undertaking in prescribed form relating to the 
avoidance of payment of tax under this Part. 


Related Provisions: 150.1(5)— Electronic filing; 212(19) — 
Tax on securities traders; 248(7)(a) — Mail deemed received on 
day mailed. 


History: The opening words of subsec. 212(18) amended by 1995, 
c. 21, subsec. 73(2), applicable to taxation years that end after May 
28, 1993. The opening words formerly read: 


(18) Return by financial institution or securities traders — 
Every person who in a taxation year is a prescribed financial 
institution for the purpose of clause (1)(b)(1i)(D) or a person 
resident in Canada who is registered or licensed under the 
laws of a province to trade in securities shall 


All that portion of subsec. 212(18) preceding para. (b) substituted 
by 1994, c. 21, subsec. 97(5), applicable to taxation years that end 
after May 28, 1993. That portion of the subsec. formerly read: 


(18) Return by financial institutions — Every person who 
in a taxation year is a prescribed financial institution for the 
purposes of clause (1)(b)(iii)(D) shall 


(a) within 6 months from the end of the taxation year file 
with the Minister a return in prescribed form containing 
prescribed information if in the taxation year the person 
paid or credited an amount to a non-resident person in 
respect of which the non-resident person is by virtue of 
clause (1)(b)(i1i)(D) not liable to pay tax under this Part; 
and 


Pre-RSC History: Subsec. 212(18) added by 1986, c. 55, subsec. 
7T4(4). 


Forms: NR4B Summ: Return of amounts paid or credited to non- 
residents of Canada; NR4B Supp: Statement of amounts paid or 
credited to non-residents of Canada; NR601: Non-resident owner- 
ship certificate — withholding tax; NR602: Non-resident ownership 
certificate — no withholding tax; T4061: Guide for payers of non- 
resident tax. 


(19) Tax on registered securities dealers — 
Every taxpayer who is a registered securities dealer 
resident in Canada shall pay a tax under this Part 
equal to the amount determined by the formula 


1 


365 


x .25x (A-—B)xC 


where 


A is the total of all amounts each of which is the 
amount of money provided before the end of a 
day to the taxpayer (and not returned or repaid 
before the end of the day) by or on behalf of a 
non-resident person as collateral or as considera- 
tion for a security that was lent or transferred 
under a securities lending arrangement described 
in subparagraph (1)(b)(xii), 

B_ is the total of 


(a) all amounts each of which is the amount of 
money provided before the end of the day by 
or on behalf of the taxpayer (and not returned 
or repaid before the end of the day) to a non- 
resident person as collateral or as considera- 
tion for a security described in clause 
(1)(b)(xii)(A) that was lent or transferred 
under a securities lending arrangement, and 


S. 212 


(b) the greater of 


(i) 10 times the greatest amount deter- 
mined under those laws to be the capital 
employed by the taxpayer at the end of the 
day, and 


(i1) 20 times the greatest amount of capital 
required under those laws to be maintained 
by the taxpayer as.a margin in respect of 
securities described in clause (1)(b)(xii)(A) 
at the end of the day, and | 


C is the prescribed rate of interest in effect for the 
day, 


and shall remit that amount to the Receiver General 
on or before the 15th day of the month after the 
month in which the day occurs. 


Related Provisions: 212(18)— Return by securities traders; 
227(9) — Penalty on tax not paid; 227(9.3) — Interest on tax not 
paid; 257 — Formula cannot calculate to less than zero. 


History: The portion of subsec. 212(19) before the formula 
amended by 1995, c. 21, subsec. 73(3), applicable to securities lend- 
ing arrangements entered into after May 28, 1993. That portion for- 
merly read: 


(19). Tax on securities traders — Every taxpayer resident in 
Canada who is registered or licensed under the laws of one or 
more provinces to trade in securities shall pay a tax under this 
Part equal to the amount determined by the formula _ 


Subsec. 212(19) added by 1994, c..21, subsec. 97(6), applicable to 
securities lending arrangements entered into after May 28, 1993. 


Definitions [s. 212]: “active business” — 248(1); “amateur: ath- 
lete trust” — 143.1(1)(a), 248(1);. “amount”, “annuity” — 248(1); 
“arm’s length” — 251(1); “bank” — Interpretation Act 35(1);, “bus- 
iness” — 248(1); “Canada” — 255; “Canadian partnership” 102, 
248(1); “capital dividend” — 83(2), 248(1); “capital gain” — 
39(1)(a), 248(1); “capital property” — 54, 248(1); “class of 
shares” — 248(1); “corporation” — 248(1), Interpretation Act 
35(1); “credit union” — 137(6), 248(1); “death benefit” — 248(1); 
“deferred profit sharing plan” — 147(1), 248(1); “dividend” — 
248(1); “eligible funeral arrangement” — 148.1(1),.248(1); “em- 
ployed” — 248(1); “estate” — 104(1), 248(1); “identical” — 
248(12); “income-averaging annuity contract” — 61(4), 248(1); 
“management or administration fee or charge” — 212(4); “mineral 
resource”, “Minister”, “NISA Fund No. 2”, “non-resident” — 
248(1); “non-resident-owned investment corporation” — 133(8), 
248(1); “oil or gas well”, “person”, “prescribed”, “principal 
amount”, “property” — 248(1); “province” — Interpretation Act 
35(1); “registered education savings plan” — 146.1(1), 248(1); 
“registered pension plan” — 248(1); “registered retirement income 
fund” — 146.3(1), 248(1); “registered retirement savings plan” — 
146(1), 248(1); “registered securities dealer” — 248(1); “registered 
supplementary unemployment benefit plan” — 145(1), 248(1); 
“regulation” — 248(1); “replacement obligation” — 212(3); “resi- 
dent in Canada” — 250; “retirement compensation arrangement”, 
“retiring allowance” — 248(1); “securities lending arrangement” — 
248(1), 260(1); “series” — 248(10); “share”, “shareholder” — 
248(1); “spouse” — 252(4)(a); “subsidiary wholly-owned corpora- 
tion”, “superannuation or pension benefit” — 248(1); “taxable capi- 
tal gain” — 38(a), 248(1); “taxable dividend” — 89(1), 248(1); 
“taxable income” — 2(2), 248(1); “taxable income earned in Can- 
ada” — 115(1), 248(1); “taxation year” — 249; “taxpayer”, “timber 
resource property” — 13(21), 248(1); “trust” — 104(1), 248(1), (3); 
“writing” — Interpretation Act 35(1). 


Interpretation Bulletins [s. 212]: IT-88R2: Stock dividends; IT- 
109R2: Unpaid amounts; IT-168R3: Athletes and players employed 
by football, hockey and similar clubs; IT-221R2: Determination of 
an individual’s residence status; IT-280R: Employees profit sharing 
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plans — payments computed by reference to profits. See also list at 
beginning of 212(1). 


212.1 (1) Non-arm’s length sales of shares by 
non-residents — Where a non-resident person or 
a non-resident-owned investment corporation (in this 
section referred to as the “non-resident person”) dis- 
poses of shares (in this section referred to as the 


“subject shares”) of any class of the capital stock of 


a Canadian corporation (in this section referred to as 
the “subject corporation”) to another Canadian cor- 
poration (in this section referred to as the “purchaser 
corporation”) with which the non-resident person 
does not (otherwise than by reason of a right referred 
to in paragraph 251(5)(b)) deal at arm’s length and, 
immediately after the disposition, the subject corpo- 
ration is connected (within the meaning of subsec- 
tion 186(4), on the assumption that the references 
therein to “payer corporation” and “particular corpo- 
ration” were read as “subject corporation” and “‘pur- 
chaser corporation”, respectively) with the purchaser 
corporation, 


(a) the amount, if any, by which the fair market 
value of any consideration (other than any share 
of the capital stock of the purchaser corporation) 
received by the non-resident person from the pur- 
chaser corporation for the subject shares exceeds 
the paid-up capital in respect of the subject shares 
immediately before the disposition shall, for the 
purposes of this Act, be deemed to be a dividend 
paid at the time of the disposition by the pur- 
chaser corporation to the non-resident person and 
received at that time by the non-resident person 
from the purchaser corporation; and 


(b) in computing the paid-up up capital at any 
particular time after March 31, 1977 of any par- 
ticular class of shares of the capital stock of the 
purchaser corporation, there shall be deducted 
that proportion of the amount, if any, by which 
the increase, if any, by virtue of the disposition, 
in the paid-up capital, computed without refer- 
ence to this section as it applies to the disposition, 
in respect of all of the shares of the capital stock 
of the purchaser corporation exceeds the amount, 
if any, by which 


(i) the paid-up capital in respect of the subject 
shares immediately before the disposition 


exceeds 


(ii) the fair market value of the consideration 
described in paragraph (a), 


that the increase, if any, by virtue of the disposi- 
tion, in the paid-up capital, computed without ref- 
erence to this section as it applies to the disposi- 
tion, in respect of the particular class of shares is 
of the increase, if any, by virtue of the disposi- 
tion, in the paid-up capital, computed without ref- 
erence to this section as it applies to the disposi- 
tion, in respect of all of the issued shares of the 
capital stock of the purchaser corporation: 


Income Tax: Act i - 


Related Provisions: 54"proceeds of disposition”(k) — Exch 
of deemed dividend from proceeds; 84(7) — When dividend paya- 


+, Exclusion 


ble; 84.1 — Similar rule for residents of Canada. 


Pre-RSC History: That portion of subsec, 212.1(1), preceding 
para. (b) substituted by 1988, c. 55, subsec. 162(1), applicable with 
respect to dispositions occurring after Februaty 9, 1988. That’ por- 
tion formerly read: 


212.1 (1) Non-arm’s length sales of shares: by ‘non-re- 
sidents — Where, after April 10, 1978, a non-resident per- 
son disposes of shares (in this section referred.to as the “‘sub- 
ject. shares”) of any class of the capital stock of a Canadian 
corporation (in this section referred to as the “subject corpo- 
ration”) to another Canadian corporation (in this section re- 
ferred to as thé “purchaser corporation”) with which the non- 
resident person does not (otherwise than by. virtue ‘ofa right 
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referred to in paragraph 251(5)(b)) deal at arm’s length and, ° 
immediately after the disposition, the subject corporation: is 
connected (within the meaning, of subsection 186(4), on the 
assumption that the references therein to “payer corporation” 
and to “particular corporation” were read as “subject corpora- 
tion” and “purchaser corporation” respectively), with the pur- 
chaser corporation, 


(a) the amount, if any, by which the fair market value of 
any consideration (other than any share of the capital 
stock of the purchaser corporation) received by. the non- 
resident person from the purchaser corporation for the 
subject shares, exceeds the paid-up capital in respect of 
the subject shares immediately before the disposition 
shall, for the purposes of this Act, be deemed to be a div- 
idend paid at the time of the disposition by the purchaser 
~ corporation to the non-resident ‘person; and 


All that portion of subsec. 212.1(1) preceding para. (a) substituted 
by 1984, c. 45, s. 87, to add “(otherwise than by virtue of a right 
referred to in paragraph 251(5)(b))” applicable with respect to dis- 
positions occurring after April 10, 1978. 


All that portion of subsec. 212.1(1) preceding para. (a) substituted 
by 1977-78, c. 32, subsec. 49(1), applicable in respect of disposi- 
tions after April 10, 1978. That portion formerly read: 


212.1 (1) Where after March 31, 1977, a non-resident person 
disposes of shares (in this section referred to as the “subject 
shares”) of any class of the capital stock of a Canadian corpo- : 
ration (in this section referred to as the “subject corporation”) 
to-another Canadian corporation (in this section referred to as 
the “purchaser corporation”) that, immediately after the dis- 
position, does not deal at arm’s length with the non-resident 
person, and immediately after the disposition the purchaser 
corporation controls (within the meaning of subsection 
186(2)) the subject corporation, 


Selected Cases [subsec. 212.1(1)]: Placements Serco Ltée v. 
The Queen, [1988] 1 C.T.C. 213 (FCA) (“Deemed dividend” in- 
cludes transaction without actual transfer of funds). 


Interpretation Bulletins: See at end of s. 212.1. 
information Circulars: 77-16R4: Non-resident income tax. 


(2) idem — In computing the paid-up capital at any 
particular time after March 31, 1977 of any particu- 
lar class of shares of the capital stock of a corpora- 
tion, there shall be added an amount equal to the 
lesser of | 


(a) the amount, if any, by which 


(i) the total of all amounts each of which is an 
amount deemed by. subsection. 84(3), (4) or 
(4.1) to be a dividend on shares of the particu- 
lar class paid after March 31, 1977 and before 
the particular time by the corporation and re- 
ceived by a non-resident-owned investment 
corporation or by a person who is not a corpo- 
ration resident in Canada 


exceeds 


(ii) the total that would be determined under 


subparagraph (i) if this Act were read without 
reference to paragraph (1)(b), and 


(b) the total of all amounts each of which is an 
amount required by paragraph (1)(b) to be de- 
ducted in computing the paid-up capital in 're- 


spect of the particular class of shares after March 


31, 1977 and before the particular time. 


S. 212.1(3)(d) Gi) 


Pre-RSC History: Subpara. 212.1(2)(a)(i) amended to substitute 
“and received by a non-resident-owned investment corporation or 
by a person who is not.a corporation resident in Canada” for “and 
received by a person other than a corporation resident in Canada,” 
by 1988, c. 55, subsec. 162(2), applicable after February 9, 1988. 


Subpara. 212.1(2)(a)(i) substituted by 1977-78, c. 32, subsec. 49(2), 
applicable after April 10, 1978, to add reference to (4.1). 


(3) idem — For the purposes of this section,, 


(a) in respect of any disposition described in sub- 
section (1) by a non-resident person of shares of 
the capital stock of a subject corporation to a pur- 
chaser corporation, the non-resident person shall, 
for greater certainty, be deemed not to deal at 
arm’s length with the purchaser corporation if the 
non-resident person was, 


(1) immediately before the disposition, one of 
a group of less than 6 persons that controlled 
the subject corporation, and 


(ii) immediately after the disposition, one of a 
group of less than 6 persons that controlled 
the purchaser corporation, each member of 
which was a member of the group referred to 
in subparagraph (i); 
(b) for the purposes of determining whether or 
not a particular non-resident person (in this para- 
graph referred to as the “‘taxpayer’’) referred to in 
paragraph (a) was a member of a group of less 
than 6 persons that controlled a corporation at 
any time, any shares of the capital stock of that 
corporation owned at that time by 


(i) the taxpayer’s child (within the meaning 
assigned by subsection 70(10)), who is under 
18 years of age, or the taxpayer’s spouse, 


(ii) a trust of which the taxpayer, a person de- 
scribed in subparagraph (i) or a corporation 
described in subparagraph (iii) is-a benefici- 
ary, or 
(iii) a corporation controlled by the taxpayer, 
a person described in subparagraph (1), a trust 
described in subparagraph (ii) or any combi- 
nation thereof 
shall be deemed to be owned at that time by the 
taxpayer and not ‘by the person who actually 
owned the shares at that time; 


(c) a trust.and a beneficiary of the trust or a per- 
son related to a beneficiary of ‘the trust shall be 
deemed not to deal with each other at arm’s 
length; and 
(d) for the purpose of paragraph (a), 
(i) a group of persons in respect of a corpora- 
tion means any 2 or more persons each of 


-whom owns shares of the capital stock of the 
corporation, 


(ii) a corporation that is controlled by one or 
more members of a particular group of per- 
sons in respect of that corporation shall be 
considered to be controlled by that group of 
persons, and 
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(ili) a corporation may be controlled by a per- 
son or a particular group of persons notwith- 
standing that the corporation is also controlled 
or deemed to be controlled by another person 
or group of persons. | 


Related Provisions: 252(4)(a) — Extended meaning of 
“spouse”. 


History: Para. 212.1(3)(d) added by 1994, c. 7, Sch: VIII (1993, c. 
24), s. 124, applicable to dispositions occurring after December 20, 
1991. 
Subparas.. 212.1(3)(b)(i)-(iii). substituted and para. (c) added by 
1994, c. 7, Sch. II (1991, c. 49), subsecs. 175(1), (2), applicable to 
dispositions occurring after July 13, 1990. Those subparas. formerly 
read: 

(i) the taxpayer’s spouse, . 

(1i) an inter vivos trust of which the taxpayer, the spouse, a 

corporation described in subparagraph (iii) or any combina- 

tion thereof is a beneficiary, or 

(iil) a corporation controlled by the taxpayer, the spouse, a 

trust described in subparagraph (ii) or any combination 

thereof 


Pre-RSC History: Para. 212.1(3)(b) substituted by 19.49, ¢. 5, °s. 
62, applicable in respect of dispositions after April 10,.1978. 


Subsec. 212.1(3) amended by 1977-78, c. 32, subsec. 49(3), appli- 
cable in respect of dispositions after April 10, 1978. Subsec. 
212.1(3) formerly read: 


(3) Where taxpayer not dealing at arm’s length — For the 
purposes of this section, a taxpayer who is one of a group of 
less than ten persons who act in concert to control a corpora- 
tion shall be deemed not to,deal with the corporation at arm’s 
length, 


(4) Where section does not apply — Notwith- 
Standing subsection (1), this section does not apply 
in respect of a disposition by a non-resident corpora- 
tion of shares of a subject corporation to a purchaser 
corporation that immediately before the disposition 
controlled the non-resident corporation. 


Pre-RSC History: Subsec.. 212.1(4) added by 1977-78, c. 32, 
subsec. 49(3), applicable to dispositions after April 10, 1978. 


Pre-RSC History [s. 212.1]: S. 212.1 added by 1977-78, c. 1, s. 
93, applicable in respect of dispositions after March 1977. 
Definitions [s. 212.1]: “amount” — 248(1); “arm’s length”.— 
212.1(3)(c), 251(1); “Canada” — 255; “Canadian corporation” — 
89(1), 248(1); “child” — 70(10), 252(1); “class of shares” — 
248(6); “control” — 212.1(3)(d); “corporation” — 248(1), Interpre- 
tation Act, 35(1); “dividend” — 248(1); “group” — 212.1(3)(d); 
“non-resident” — 248(1); “non-resident-owned investment corpora- 
tion” — 133(8), 248(1); “paid-up capital” — 89(1), 248(1); “per- 
son” — 248(1); “received” — 248(7): “resident in Canada” — 250: 
“share” — 248(1); “spouse” — 252(4)(a); “trust” — 104(1), 108(1), 
248(1), (3). 
Interpretation Bulletins [s. 212.1]: IT-88R2> Stock dividends; 
[T-109R2: Unpaid amounts; IT-489R: Non-arm’s length sale of 
shares to a corporation. 


213. (1) Tax non-payable by non-resident per- 
son — Tax is not payable by a non-resident person 
under subsection 212(2) on a dividend in respect of a 
share of the capital stock of a foreign business cor- 
poration if not less than 90% of. the total of the 
amounts received or receivable by it that are required 
to be included in computing its income for the taxa- 
tion year in which the dividend was paid. was re- 


Income Tax Act 


ceived or receivable in respect of the operation by it 
of public utilities or from mining, transporting and 
processing of ore in a country in which © 


(a) if the non-resident person is an individual, the 
non-resident person resides; or 


(b) if the non-resident person is a corporation, in- 
dividuals who own more than 50% of its share 
capital (having full voting rights under all cir- 
cumstances) reside. 


(2) Idem — For the purposes of this section, if 90% 
of the total of the amounts received or receivable by 
a corporation that are required to be included in 
computing its income for.a taxation year was re- 
ceived or receivable in respect of the operation by it 
of public utilities or from the mining, transporting 
and processing of ore, an amount received or receiv- 
able in that year from that corporation by another 
corporation shall, if it is required to be included in 
computing the receiving corporation’s income for 
the year, be deemed to have been received by the re- 
ceiving corporation in respect of the operation by it 
of public utilities or from the mining, transporting 
and processing of ore by it in the country in which 
the public utilities were operated or the mining, 
transporting and processing of ore was carried out by - 
the payer corporation. 


(3) Corporation deemed to be foreign 
business corporation — For the purposes of this 
section, a corporation shall be deemed to be a for- 
eign business corporation at a particular time if it 
would have been a foreign business corporation 
within the meaning of section 71 of the Income Tax 
Act, chapter 148 of the Revised Statutes of Canada, 
1952 (as that section read in its application to the 
1971 taxation year), for the taxation year of the cor- 
poration in which the particular time occurred, if that 
section had been applicable to that taxation year. 
I.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 19522). 
Definitions [s. 213]: “amount” — 248(1): “corporation” — 
248(1), Interpretation Act 35(1); “dividend” —248(1); “foreign 
business corporation” — 213(3); “individual”, “non-resident”, “‘per- 
son” — 248(1); “taxation year” — 249. 


Interpretation Bulletins [s. 213]: IT-109R2: Unpaid amounts. 


214. (1) No deductions — The tax payable under 
section 212 is payable on the amounts described 
therein without any deduction from those amounts 
whatever. rt ag 

Related Provisions: 216 — Option to pay tax on the net rather 
than the gross. ASIII 

I.T. Application Rules: 10(6) (tax limited to treaty rate). 


Interpretation Bulletins: IT-88R2: Stock dividends: IT-109R2: 
Unpaid amounts; IT-438R2: Crown charges — resource properties 
in Canada; IT-465R: Non-resident beneficiaries of trusts. 


(2) Income and. capital combined — Where 
paragraph 16(1)(b) would, if Part I were applicable, 
result in a part of an amount being included in com- 
puting the income of a non-resident person, that part 
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of the amount shall, for the purposes of this Part, be 

deemed to have been paid or credited to the non-resi- 

dent’person in respect of property; services or other- | 

wisé, depending on the nature’ of that part of the 

amount. 

Related Provisions: 214(12) — — Application, 

Pre-RSC History: Subsec: 214(2) substituted by 1988, ¢. 55, 

subsec. 163(1), applicable with respect to.amounts paid or payable 

after June 1988, Subsec,.214(2) formerly, read: 
(2) Income-and capital combined — Where subsection 
16(1) would, if Part [ were applicable, require a part of a pay- 
ment to be included in computing the recipient’s income be- 
cause it can reasonably be regarded as a payment of interest, 
that part of the payment shall, for the purpose of this Part, be 
deemed to have been a payment of interest. 

Interpretation Bulletins: IT-88R2: Stock dividends; IT-265R3: 

Payments of, income and. capital combined. 


(3) Deemed payments — For the purposes of this 
Part, 


(a) where section 15 or subsection 56(2) would, if 

Part I were applicable, require an amount to be 
included in computing a taxpayer’s income, that 
amount shall-be deemed to. have been paid: to the 
taxpayer as a dividend» from a. stig ei resi- 
dent in Canada; 


(b) where paragraph 56(1)(f) would, if Part I 
were applicable; require an amount to be included 
in computing an individual’s income, that amount 
shall be deemed to have been paid to the individ- 
ual under an income-averaging annuity contract; 


(b.1) where paragraph 56(1)(y) would,.if Part I 
were applicable, require an amount to be included 
in computing a taxpayer’s income, that amount 
shall be deemed to have been paid to the taxpayer 
to acquire an. interest ina retirement compensa- 
tion arrangement; 


(c) where, because of subsection 146(8.1), (8.8), 
(8.91), (9), (10) or (12), an amount would, if Part 
I applied, be required to be included in comput- 
ing a taxpayer’s income, that amount shall be 
deemed to have been paid to the taxpayer as a 
payment under a registered retirement savings 
plan or an amended plan (within the meaning ‘as- 
signed by subsection 146(12)), as the case. may 
be; 

(d) where, by virtue of subsection 147(10), (13) 
or (15), an amount would, if Part I were applica- 
ble, be required to be included in computing a 
taxpayer’s income, that amount shall be deemed 
to have been paid to the taxpayer as a payment 
under a deferred profit sharing plan or a plan re- 
‘ferred to in subsection 147(15) as a “revoked 
plan’, as the case may be; 


.(e) where. subsection 130.1(2) would, if Part I 
were applicable, deem an amount received by a 
shareholder of a mortgage investment corporation 
to have been received by the shareholder as inter- 
est, that amount shall be deemed to have been 
paid to the shareholder as interest on a bond is- 
sued after 1971; 
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(f) where. subsection 104(13) would; if, Part I 
were applicable, require any ‘part of an amount 
payable by a trust in its taxation. year toa benefi- 
ciary to be included in computing the income of 
the non-resident person who is_a beneficiary. of 
the trust, that part shall be deemed to be an 
amount paid or credited to that person as income 
of or from the trust on the earlier of 


(i) the day on which the amount was paid or 
credited, and > 


(11) the day that is 90 days after the end of the 
taxation. .year 


and not at any subsequent time when the amount 
was actually paid or credited; 


(f.1) where paragraph 132.1(1)(d) would, if Part I 
were applicable, require an amount to be included 
in computing a taxpayer's income for a taxation 
year by reason of a designation by a mutual fund 
trust under subsection 132.1(1), that amount shall 
be deemed to be an amount paid or credited. to 


‘that person as income of or from. the trust.on the 


day of the designation; 


(g) where an individual who is a beneficiary 


under a fund, plan or trust that was a registered 
home ownership savings plan (within the mean- 
ings assigned by subparagraphs 146.2(1)(a) and 
(h) of the Income Tax Act, chapter 148 of the Re- 
vised Statutes of Canada, 1952, as they read in 
their application to the 1985 taxation year) on 
December 31, 1985 dies, an amount equal to the 
fair market value of the property in the fund, plan 
or trust. at the time of death shall be deemed, for 


the purposes of section'212, to have been paid to 


the individual at the time of death as a payment 
out.of or under a fund, plan or trust that was at 
the end of 1985 a registered home ownership sav- 
ings plan; 


(h) [Repealed under former Act] 


(i) where, because of subsection 146. 3(4), (6), 
(6.1), (7) or (11), an amount would, if Part I ap- 
plied, be required to be included in computing a 
taxpayer’s income, that amount shall be deemed 
to have been paid to the taxpayer as a payment 
under a registered retirement income fund; 


(j) [Repealed] 


(k) where; because of subsection 143:1(2), an 
amount distributed at any time by an amateur ath- 
lete trust would, if Part-I were applicable, be re- 
quired to be included in computing an individ- 
ual’s income, that amount shall be deemed to 
have been paid at that time to the individual as a 


-payment in respect of an amateur athlete trust; 


and 


(1) where, because of subsection 12(10.2), an 
amount would at any. particular time, if Part I 
were applicable, be required to be included in 
computing.a taxpayer’s income, that amount shall 
be deemed to have been paid by Her Majesty in 
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right of Canada at that time to the taxpayer out of 
the taxpayer’s NISA Fund No: 2. 


Related Provisions: 214(3.1) — Time of deemed payment; 
227(6.1) — Repayment of non-resident shareholder loan. 


History: Para. 214(3)(j) repealed by 1998, c. 19, s. 63, applicable 
after 1997. Para. 214(3)(j) formerly read: 


(j) where, by virtue of subsection 146.1(14), an amount 
would, if Part I were applicable, be required to be included in 
computing a taxpayer’s. income, that amount shall. be deemed 
to have been paid to the taxpayer as a payment in:respect of a 
registered education savings plan; 


Pai 214(3)(c) substituted by 1994,'c. 21, subsec. 98(1), applicable 
to payments made after 1992. That para. formerly: read: 


(c) where, by virtue of subsection 146(8.1), (8.8), (8.91),.(9), 
(10) or (12) or 146.3(6.1), an amount would, if Part-I were 
applicable, be required to be included in computing .a tax- 
payer’s income, that amount shall be deemed to have been 
paid ‘to the taxpayer as a payment under a registered retire- 
ment savings plan or a plan referred to in subsection 146(12) 
as an “amended plan”, as the case may be; 


Para. 214(3)(i) substituted by 1994, c. 21, subsec. 98(2), applicable 
to payments made after 1992. That para. formerly read: 


(i) where, by reason of subsection 146.3(4), (6), (7) or (11), 
an amount would, if Part I were applicable, be required to be 
included in computing a taxpayer’s income, that amount shall 
be deemed to have been paid to the taxpayer as a payment 
under a registered retirement income fund; 


Paras. 214(3)(k) and (1) added by 1994, c. 7, Sch. VIII (1993..c. 24), 
subsec. 125(1), para. (k) applicable to amounts distributed after 
1991, and (1) applicable after 1990. 


Pre-RSC History: Para. 214(3)(i) amended by 1990; .c. 35,.s. 24, 
to substitute “146.3(4), (6), (7) or (11)” for “146:3(4), (6), (7) or 
(12)”, applicable with respect to payments made after 1988. 


Pata. 214(3)(f.1) added and para. 214(3)(h) repealed by 1988, c. 55, 
subsecs. 163(2), (3). Para. 214(3)(f.1) applicable after 1988; repeal 
of para. 214(3)(h) applicable with respect: to transactions entered 
into on or after September. 13,1988 other than 


(a) transactions that are part of a series of transactions, deter- 
mined without reference to subsec. 248( 10) commencing before 
September 13, 1988 and completed before 1989: or 


(b) any one or more transactions, one of which was entered into 
before April 13, 1988, that were entered into by a taxpayer in 
the course of an arrangement and in respect of which the tax- 

. payer received from the Department of National Revenue 
before April 13, 1988, a confirmation or opinion in writing with 
respect to the tax consequences thereof. 


Para. (h) formerly read: 


(h) where subsection 247(1) would, if Part I were applicable, 
require an amount to be included in computing a taxpayer’s 
income for a taxation year, that amount shall be deemed to 
have been paid at the end of that taxation year to the taxpayer 
as a dividend from a corporation resident in Canada; 


Para. 214(3)(b.1) added by’ 1987, c. 46, s. 64, applicable with re- 
spect to amounts paid or credited after March 27, 1987. 


Para. 214(3)(g) substituted by 1986, c. 6, s.-117, applicable: after 
1985. Para. (g) formerly read: 


(g) where, by virtue of subsection: 146:2(8), (8.1), ), (10), 
(12) or (15), an amount would, if Part I were applicable, be 
required to be included in computing a taxpayer’s income, 
that amount shall be deemed to have been paid to the tax- 
payer as a payment under a registered home ownership sav- 
ings plan; 


Paras. 214(3)(c), (d), (g) and (i) substituted, 214(3)qG) added by 
1980-81-82-83, c. 48, subsecs. 99(1)-(3), applicable with respect to 
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amounts deemed to have been paid after December 11; 1972, Paras. 
(c), (d), (g) and (i) formerly read: 


(c) where subsection 146(10) or (12) would; if Part I were 
applicable, require an amount to be included in computing a 
taxpayer’s income, that amount shall be deemed to be an 
amount paid to the taxpayer as a payment under the registered 
retirement savings plan or the plan referred to in subsection 
146(12) as an “amended plan”, as the case may be; 


(d) where subsection 147(10) or (15) would, if Part I were 
applicable, require an amount to be included in computing a 
taxpayer’s income, that amount: shall: be deemed°to be an 
amount paid to the taxpayer as a payment under the deferred 
profit sharing plan or the plan referred to. in subsection 
147(15) as a “revoked plan’, as: the case may be; 


(g) where subsection 146.2(8), (8.1) or (9) would, if Part I 
were applicable, require an amount to be included in comput- — 
ing a taxpayer’s income, that amount shall be deemed to be 
an amount paid to the taxpayer as a payment from a trust ZOv- 
ered by a registered home ownership savings plan; 


(i) where subsection 146. 3(4), (6), (7) or (12) would, if Part I 
were applicable, require an amount to be included in comput- 

ing a taxpayer’s income, that amount shall be deemed to be 
_ an amount paid to the taxpayer as a payment out of or under a 
registered retirement income fund. 


Para. 214(3)(i) added by 1977-78, c. 32, s. 50. 


Paras. 214(3)(a), (g) substituted, 214(3)(h) added by 1977-78, c. 1, 
subsecs. 94(1), (2), applicable after March 31, 1977. Paras. (a), (g) 
formerly read: 


(a) where section 15 or subsection 56(2) would, if Part I were 
applicable, require an amount to be included in computing a 
shareholder’s income, that amount shall be deemed to nave 
been paid to the shareholder as a dividend: 


(g) where subsection 146. 2(8) or (9) would, if Part I were ap- 
plicable, require an amount to be included in computing a 
taxpayer’s income, that amount shall be deemed to’ be an 
amount paid to the taxpayer as a payment from a trust gov- 
erned by a registered home ownership savings plan. 


Paras. 214(3)(e)-(g) added by 1974-75-76, c. 26, subsec, 119(1), 
applicable, as to para. 214(3)(e), to amounts deemed to be received 
by shareholders of mortgage investment corporations after 1973, as 
to para. 214(3)(f), to taxation years ending after November 18, 
1974, and, as to para. 214(3)(g), to 1974 et seq. 


Subsec. 214(3) substituted by 1973-74, c. 30, subsec. 26(1), deemed 
in force February 19, 1973. Subsec. (3) formerly read: 


(3) Where ‘section 15 or subsection 56(2) would, if Part I 
were applicable, require an amount to be included in comput- 
ing a shareholder’s income, that amount shall, for the purpose 
of this Part, be deemed to have been paid to the shareholder 
as a dividend. 


Selected Cases [subsec. 214(3)]: Minet Inc. v. Canada, [1996] 
3 C.T.C. 2108 (TCC) (Part XIII tax wrongly assessed against Cana- 
dian taxpayer instead of non-resident). 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-88R2: Stock dividends: IT-96R6: 
Options to acquire shares, bonds or debentures and by trusts. to ac- 
quire trust units; IT-109R2: Unpaid amounts; IT-119R3: Debts of 
shareholders, certain persons connected with shareholders, etc.; IT- 
421R2: Benefits to individuals, corporations and shareholders from 
loans or debt; IT-432R2: Benefits conferred on shareholders; IT- 
465R: Non-resident beneficiaries of trusts; IT-468R‘ Management 
or administration fees paid to non-residents; IT-500R: RRSPs — 
death of an annuitant. 
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Part XIII — Tax on Non-Resident’s Income from Canada 


Information Circulars: 77-16R4: Non-resident income tax; 72- 
22R9: Registered retirement savings plans. 


(3.1) Time of deemed payment — Except as oth- 
erwise expressly provided, each amount deemed by 
subsection (3) to have been paid shall be deemed to 
have been paid at the time of the event or transaction 
as a consequence of which the amount would, if Part 
I were applicable, be required to be included in com- 
puting a taxpayer’s income. 

Pre-RSC History: Subsec. 214(3.1) added by 1980-81-82- 83, 


48, subsec. 99(4), applicable with respect to amounts FILS ee to 
have been paid after December 11, 1979. 


(4) Securities — Where, if section 76 were appli- 
cable in computing a non-resident person’s income, 
that section would require an amount to be included 
in computing the income, that amount shall, for the 
purpose of this Part, be deemed to have been, at the 
time the non-resident person received the security, 
right, certificate or other evidence of indebtedness, 
paid to the non-resident person on account of the 
debt in respect of which the non-resident person re- 
ceived it. 


Related Provisions: 214(5) — Interpretation. 


Interpretation Bulletins: IT-77R: Securities in satisfaction of an 
income: debt; IT-88R2: Stock dividends; IT-109R2: Unpaid 
amounts. 


(5) Interpretation — Subsection (4) is enacted for 
greater certainty and shall not be construed as limit- 
ing the generality of the other provisions of this Part 
defining amounts on which tax is payable. 


(6) Deemed interest — Where, in respect of inter- 
est stipulated to be payable, on a bond, debenture, 
bill, note, mortgage or similar obligation that has 
been assigned or otherwise transferred by a non-resi- 
dent person to a person resident in Canada, subsec- 
tion 20(14) would, if Part I were applicable, require 
an amount to be included in computing the trans- 
feror’s income, that amount shall, for the purposes of 
this Part, be deemed to be a payment of interest on 
that obligation made by the transferee to the trans- 
feror at the time of the assignment or other transfer 
of the obligation, if 


(a) the obligation was issued by a person resident 
in Canada; 


(b) the obligation was not an obligation described 
in paragraph (8)(a) or (b); and 


(c) the assignment or other transfer is not an as- 
signment or other transfer referred to in para- 
graph (7.1)(b). 

Related Provisions: 214(7.1) — Sale of obligation; 214(9) — 


Deemed resident; 214(11)— Application to non-resident-owned in- 
vestment corporation; 214(14) — Deemed assignment of obligation. 


History: Para. 214(6)(b) amended by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 176(1), to: substitute “described in paragraph (8)(a) or 
(b)” for “referred to in paragraph (8)(a), (b) or (c)”, applicable to 
obligations assigned or otherwise transferred after July 13, 1990. 


Pre-RSC History: Subsec. 214(6) substituted by 1973-74, c. 30, 
subsec. 26(2), applicable with respect to bonds, debentures, bills, 
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notes or similar obligations issued after July 27, 1973. Subsec. 


214(6) formerly read: 


(6) Where, in respect of interest stipulated to be payable on 
an obligation that has been assigned or otherwise transferred 
by a non-resident person to a person resident in Canada, sub- 
section 20(14) would, if Part I were applicable, require an 
amount to be included in computing the transferor’s income, 
that amount shall, for the purposes of this Part, be deemed to 
be a payment of interest on that obligation made by the trans- 
feree to the transferor at the time of the assignment or other 
transfer of the obligation, if 


(a) the obligation was issued after June 18, 1971, and 
(b) the obligation was not an obligation referred to in 
subparagraph (8)(a)(i), (ii) or (iii), 


and where the transferee is a non-resident-owned investment 
corporation, paragraph 212(1)(b) shall be read and construed 
without reference to subparagraph (i) thereof. ~ 


Interpretation Bulletins: IT-410R: Debt obligations — accrued 
interest on transfer. 


Information Circulars: 77-16R4: Non-resident income tax. 


(7) Sale of obligation — Where 


(a) a non-resident person has at any time assigned 
or otherwise transferred to a person resident in 
Canada a bond, debenture, bill, note, mortgage or 
similar obligation issued by a person resident in 
Canada, 


(b) the obligation was not an excluded obligation, 
and : 


(c) the assignment or other transfer: is not an as- 
signment or other transfer referred to.in para- 


graph (7.1)(b), 
the amount, if any, by which 


(d) the price for which the obligation was as- 
signed or otherwise transferred at that time, 


exceeds 
(e) the price for which the AbItbaHOntS was issued, 


shall, for the purposes of this Part, be deemed to be a 
payment of interest on that obligation made by the 
person resident in Canada to the non-resident person 
at that time. 


Related Provisions: 16(6) — Indexed debt - obligations; 
214(7.1) — Sale of obligation; 214(8) — Meaning of “excluded ob- 
ligation”; 214(9) — Deemed resident; 214(10) — Reduction of tax; 
214(11) — Application to non-resident-owned investment corpora- 
tion; 214(14) — Deemed assignment of obligation; 215(5) — Regu- 
lations reducing amount to be deducted or withheld. 


Pre-RSC History: Subsec.. 214(7) substituted by 1973-74, c. 30, 
subsec. 26(3), applicable with respect to bonds, debentures, bills, 
notes or similar obligations issued after July 27, 1973. Subsec. 
214(7) formerly read: 


(7) Where a person resident in Canada has issued or sold to a 
non-resident person a bond, debenture, bill, note, mortgage, 
hypothec or similar obligation, other than an excluded obliga- 
tion, issued after June 18, 1971 by a person resident in Can- 
ada, an amount equal to 4/s of the amount, if any, by which 


(a) the principal amount of the obligation 
exceeds 


(b) the price for which the obligation was issued or sold 
to the non-resident person, 


shall, for the purposes of this’ Part, be deemed to be a pay- 
ment of interest made by the person resident in Canada to the 
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non-resident person at the time of the issue or sale of the obli- 
gation to the non-resident person, except that where it is es- 
tablished that, at any subsequent time before the maturity of 
the obligation, the non-resident person has sold the obligation 
to a person resident in Canada, the amount of the tax under 
this Part that the non-resident person is liable to pay in. re- 
spect thereof shall be deemed, for the purpose of subsection 
227(6), to be.that proportion of the tax he would otherwise 
have been liable to pay in respect thereof that the number of 
days in the period commencing with the day the obligation 
was issued or sold to him and ending with the day the obliga- 
tion was sold by him is of the number of days in the period 
commencing with the day the obligation was issued or sold to 
him and ending with the date of its maturity. : 


Interpretation Bulletins: IT-88R2: Stock dividends: IT-109R2: 
Unpaid amounts; IT-360R2: Interest payable in a foreign currency. 


Information Circulars: 77-16R4: Non-resident income tax. 


(7.1) idem — Where 


(a) a person resident in Canada has at a particular 
time assigned or otherwise transferred an obliga- 
tion to a non-resident person, 


(b) the non-resident person has at-a subsequent 
time assigned or otherwise transferred the obliga- 
tion back to the person resident in Canada, and 


(c) subsection (6) or (7) would apply with respect 
to the assignment or other transfer referred to in 
paragraph (b), if those subsections were read 
without reference to paragraphs (6)(c) and (7)(c), 


the amount, if any, by which 


(d) the price for which the obligation was as- 
signed or otherwise transferred at the subsequent 
time, 


exceeds 


(e) the price for which the obligation was as- 
signed or otherwise transferred at the particular 
time, 


shall, for the purposes of this Part, be deemed to be a 
payment of interest on that obligation made by the 
person resident in Canada to the non-resident person 
at the subsequent time. | 

Related Provisions: 214(11) — Application to non-resident- 


owned investment corporation; 214(14) — Deemed assignment of 
obligation. 


Pre-RSC History: Subsec. 214(7.1) added by 1973-74, c. 30, 
subsec. 26(3), applicable with respect to bonds, debentures. bills, 
notes or similar obligations issued after July 27, 1973. 


Interpretation Bulletins: IT-88R2: Stock dividends: IT-109R2: 
Unpaid amounts; IT-410R: Debt obligations — accrued interest on 
transfer. 


Information Circulars: 77-16R4: Non-resident income tax. 


(8) Meaning of “excluded obligation” — For 
the purposes of subsection (7), “excluded obligation” 
means any bond, debenture, bill, note, mortgage or 
similar obligation 


(a) the interest on which is exempt from tax 
under this Part because of subparagraph 
212(1)(b)(ii), (iii) or (vii); 

(b) that is prescribed to be a public issue security; 
or 
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(c) that is not an indexed debt obligation and that 
was issued for an amount not less than 97% of 
the principal amount thereof,-and the yield from 
which, expressed in terms ofan annual rate on 
the amount for which the obligation was issued 
(which annual rate. shall, if the terms of the obli- 
gation or any agreement relating thereto con- 
ferred on the holder thereof a right to. demand 
payment of the principal amount of the obligation 
or the amount outstanding as or on account of the 
principal amount thereof, as the case may be, 
before the maturity of the obligation, be calcu- 
lated on the basis of the yield that produces the 
highest annual rate obtainable either on the ma- 
turity of the obligation or conditional on the exer- 
cise of any such right) does not exceed “/s of the 
interest stipulated to be payable on the obligation, 
expressed in terms of an annual rate on 


(i) the principal amount thereof, if no amount 
is payable on account of the principal amount 
before the maturity of the obligation, and 


(ii) the amount outstanding from time to time 
as or on account of the principal amount 
thereof, in any other case. 


History: That portion of para. 214(8)(c) preceding subpara. (i) 
amended by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 125(2); to 
add “that is not an indexed debt obligation and”, applicable to in- 
dexed debt obligations issued after October 16, 1991. 


Subsec. 214(8) substituted by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 176(2), applicable to obligations assigned or otherwise trans- 
ferred after July 13, 1990. Subsec. 214(8) formerly read: 


(8) Definition of “excluded obligation” — In subsection 
(7),“excluded obligation” means any bond, debenture, bill, 
note, mortgage or similar obligation, eter 


(a) referred to in subparagraph 212(1)(b)(ii) or (iii), 


(b) if, under the terms of the obligation or any agreement 
relating thereto, the issuer thereof is not obliged to pay 
more than 25% of the principal amount; thereof within 5 
years of the date of its issue except in the event of a fail- 
ure or default under the said terms or agreement, 


(c) that is prescribed to be a public issue security, or 


(d) that was issued for an amount not less’ than 97% of 
the principal amount thereof, and the yield from which, 
expressed in terms of an annual rate on the amount for 
which the obligation was issued (which annual rate shall, 
if the terms of the obligation or any agreement relating 
thereto conferred on the holder thereof a right to demand 
payment of the principal amount of the obligation or the 
amount outstanding as or on account of the principal 
amount thereof, as the case may be, before the maturity 
of the obligation, be calculated on the basis of the yield 
that produces the highest annual rate obtainable either on 
the maturity of the obligation or conditional on the exer- 
cise of any such right) does not exceed 4/sof the interest 
stipulated to be payable on the obligation, expressed. in 
terms of an annual rate on 


(i) the principal amount of the obligation, if no 
amount is payable on: account of the principal 
amount before the maturity of the obligation, or 


(ii) the amount outstanding from time to time as or 
on account of the principal amount of the obligation, 
in any other case. 
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Pre-RSC History: Subsec. 214(8) was para. 214(8)(a). 


Para. 214(8)(b) repealed by 1973-74, c. 30, subsec. 26(4), applica- 

ble with respect to bonds, debentures, bills, notes or similar obliga- 

tions issued after July 27, 1973. Para. 214(8)(b) formerly read: 
(b) “principal amount” — “principal amount” in relation to 
any obligation means the amount that, under the terms of the 
obligation or any agreement relating thereto, is the maximum 
amount or maximum aggregate amount, as the case may be, 
payable on account of the obligation by the issuer thereof oth- 
erwise than as or on account of interest or as or on account of 
any premium payable by the issuer conditional upon the exer- 
cise by the issuer.of a right to redeem the obligation before 
the maturity thereof. 


(9) Deemed resident — Where 


(a) the assignment or other transfer of an obliga- 
tion to a non-resident person carrying on business 
in Canada would be described in subsection (6) 
or (7) if those subsections were read without ref- 
erence to paragraphs (6)(c) and (7)(c) and if that 
non-resident person were a person resident in 
Canada, and | 


(b) that non-resident person 


(i) may deduct, under subsection 20(14), in — 


computing the non-resident person’s taxable 
income earned in Canada for a taxation year 
an amount in respect of interest on the obliga- 
tion, or 


(ii) may deduct, under Part I, in computing the 
non-resident person’s taxable income earned 
in Canada for a taxation year an amount in re- 
spect of any amount paid on account of the 
principal amount of the obligation, 


the non-resident person shall, with respect to the as- 
signment or other transfer of the obligation, be 
deemed, for the purposes of this Part, to be a person 
resident in Canada. _ 


Related Provisions: 214(14) — Assignment of obligation. 


Interpretation Bulletins: IT-88R2: Stock dividends, IT-109R2: 
Unpaid amounts; IT-410R: Debt obligations — accrued: interest on 
transfer. 


(10) Reduction of tax— Where a non-resident 
person has assigned or otherwise transferred to a per- 
son resident in Canada an obligation 


(a) on which an amount of interest was deemed 
by subsection (6) or (7) to have been paid, and 


(b) that the non-resident person had previously 
acquired from a person resident in Canada, 


the amount of the tax under this Part that the non- 
resident person is liable to pay in respect thereof 
shall be deemed, for the purpose of subsection 
227(6), to be that proportion of the tax the non-resi- 
dent person would otherwise have been liable to pay 
in respect thereof that 


(c) the number of days in the period commencing 
with the day the obligation was last acquired by 
the non-resident person from a person resident in 
Canada and ending with the day the obligation 
was last assigned or otherwise transferred by the 
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non-resident. person to a person resident in 
Canada 


is of 


(d) the number of days in the period commencing 
with the day the obligation was issued and ending 
with the day the obligation was last assigned or 
otherwise transferred by the non-resident person 
to a person resident in Canada. 


Related Provisions: 214(14)—Deemed assignment of 
obligation. 


Interpretation Bulletins: IT-88R2: Stock dividends; IT-109R2: 
Unpaid: amounts; IT-410R: Debt obligations — accrued interest on 
transfer. 


(11) Application of para. 212(1)(b) — In respect 
of any payment of interest deemed by subsection (6), 
(7) or (7.1) to have been made by a non-resident- 
owned investment corporation on the assignment. or 
other transfer of an obligation, paragraph 212(1)(b) 
shall be read and construed without reference to sub- 
paragraph 212(1)(b)(). | 


(12) Where subsec. (2) does not apply — Sub- 
section (2). does not apply in respect of a payment to 
a non-resident person under any obligation in respect 
of which that person is liable to pay tax under this 
Part by reason of subsection (7) or (7.1). 


Pre-RSC History: Subsecs. 214(9)-(12) substituted by 1973-74, 
c. 30, subsec. 26(5), applicable with respect to bonds, debentures, 
bills, notes or similar obligations issued after July. 27, 1973:. Sub- 
secs. 214(9)-(12) formerly read: 


(9) Where, in respect ofa transfer or other assignment of an 
obligation referred to, in subsection (6), a non-resident person 
carrying on businéss in Canada may deduct, under subsection 
20(14), in computing his income from the business for a taxa- 

tion year an amount in respect of interest on the obligation, 
the non-resident person shall, with respect to the assignment 
or other transfer of the obligation, be deemed, for the pur- 
poses of this Part, to be a person resident in Canada. 


(10) Where, in respect of an issue or sale of an obligation 
referred to in subsection (7), a non-resident person carrying 
on business in Canada is required, under Part I, to include the 
price for which the obligation was issued, or sold in comput- 
ing his income from the business for a taxation year, the non- 
resident person shall, with respect to the issue or sale of the 
obligation, be deemed, for the purposes of this Part, to be a 
person resident in Canada. 


(11) In respect of any payment of interest deemed by subsec- 
tion (7) to have been made by a non-resident-owned invest- 
ment corporation on the issue or sale of an obligation, para- 
graph 212(1)(b) shall be read and construed without reference 
to subparagraph (i) thereof. 


(12) Subsection (2) does not apply in respect of a payment to 
a non-resident person under any obligation in respect of 
which that person is liable to pay tax under this Part by virtue 
of subsection (7). 


(13) Regulations respecting residents — The 
Governor in Council may make general or special 
regulations, for the purposes of this Part, prescribing 


(a) who is or has been at any time resident in 
Canada; 
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(b) where a person was resident in Canada as 
well as in some other place, what amounts are 
taxable under this Part; and 


(c) where a non-resident person carried on busi- 
ness in Canada, what amounts are taxable under 
this Part or what portion of the tax under this Part 
is payable by that person. 

Regulations: 802 (amounts taxable). 


(14) Assignment of obligation — For the pur- 
poses of this section, any transaction or event by 
which an obligation held by a non-resident person is 
redeemed in whole or in part or is cancelled shall be 
deemed to be an assignment of the obligation by the 
non-resident person. 

Pre-RSC History: Subsec. 214(14) added by 1973-74, c. 30, sub- 
sec. 26(6), applicable with respect to bonds, debentures, bills, notes 
or similar obligations issued after July 27, 1973. ‘ 


Interpretation Bulletins: IT-88R2: Stock dividends; IT-109R2: 
Unpaid amounts; IT-360R2: Interest payable in a foreign currency. 


(15) Standby charges and guarantee fees — 
For the purposes of this Part, 


(a) where a non-resident person has entered into 
an agreement under the terms of which the non- 
resident person agrees to guarantee the repay- 
ment, in whole or in part, of the principal amount 
of a bond, debenture, bill, note, mortgage or simi- 
lar obligation of a person resident in Canada, any 
amount paid or credited as consideration for the 
guarantee shall be deemed to be a repayment of 
interest on that obligation; and 


(b) where a non-resident person has entered into 
an agreement under the terms of which the non- 
resident person agrees to lend money, or to make 
Money available, to a person resident in Canada, 
any amount paid or credited as consideration for 
So agreeing to lend money or to make money 
available shall, if the non-resident person would 
be liable to tax under this Part in respect of inter- 
est payable on any obligation issued under the 
terms of the agreement on the date it was entered 
into, be deemed to be a payment of interest. 
Pre-RSC History: Para. 214(15)(b) substituted by 1979, c. 5, s. 


63, applicable in. respect of amounts paid or credited after 1977. 
Para. 214(15)(b) formerly read: 


(b) where a non-resident person has entered into an agree- 
ment under the terms of which he agrees to lend money, or to 
make money available, to a person resident in Canada, any 
amount paid or credited as consideration for so agreeing to 
lend money or to make money available shall be deemed to 
be a payment of interest. 


Subsec. 214(15) added by 1974-75-76, c. 26, subsec. 119(2), appli- 
cable in respect of amounts paid or credited after November 18, 
1974, 


Selected Cases [subsec. 214(15)]: The Queen v. Melford 
Developments Inc., [1982] C.T.C. 330 (SCC) (Annual payments in 
consideration for loan guarantee not “interest” and not subject to 
withholding tax under terms of Canada-Germany Income Tax 
Agreement; but see now Income Tax Conventions Interpretation 
Act;’s. 3). 


Advance Tax Ruling: ATR-49: Long-term foreign debt. 


Income Tax Act 


Definitions [s. 214]: “amateur athlete trust? — 143.1(1)(a), 
248(1); “amount” — 248(1); “assignment” — 214(14);. “busi- 
ness” — 248(1); “Canada” — 255: “corporation” — 248(1), Inter- 
pretation Act 35(1); “deferred profit sharing plan” — 147(1), 
248(1); “dividend” — 248(1); “excluded obligation” — 214(8); 
“Governor in Council” — Interpretation Act 35(1); “income-aver- 
aging annuity contract” — 61(4), 248(1); “indexed debt obligation”, 
“individual” — 248(1); “mutual fund trust” — 132(6), 248(1); 
“NISA Fund No. 2”, “non-resident” — 248(1); “non-resident- 
owned investment corporation” — 133(8), 248(1); “person”, “pre- 
scribed”, “principal amount”, “property” — 248(1); “registered edu- 
cation savings plan” — 146.1(1), 248(1): “registered retirement in- 
come fund” — 146.3(1), 248(1); “registered ‘retirement savings 
plan” — 146(1), 248(1); “regulation” — 248(1): “resident in Can- 
ada” — 250; “retirement compensation arrangement”, “share- 
holder” — 248(1); “taxable income earned in Canada” — 115(1), 
248(1); “taxation year” — 249; “taxpayer” — 248(1); “trust” — 
104(1), 248(1), (3). 


215. (1) Deduction and payment of tax — 
When a person pays or credits or is deemed to have 
paid or credited an amount on which an income tax 
is payable under this Part, the person shall, notwith- 
standing any agreement or law to the contrary, de- 
duct or withhold therefrom the amount of the tax and 
forthwith remit that amount to the Receiver General 
on behalf of the non-resident person on account of 
the tax and shall submit therewith a statement in pre-- 
scribed form. | 

Related Provisions: 215(5) — Regulations reducing deduction 
or withholding; 215(6) 7 qiability, for,,tax;}227.— Withholding 
taxes — administration. and enforcement: 227.1 — Liability of di- 
rectors; 248(7)(b)(i) — Remittance deemed made when received. 


Selected Cases [subsec. 215(1)]: Curragh Inc. y. Canada, 
LIQ9S ] ih Cal ea r2 LOS Gh) (Withholding required if payor knows 
that non-resident is beneficial owner of amount to be paid) ; 
Wenger’s Ltd. v. MNR, [1992] 2.C.T.C. 2479 (TCC) (Late payment 
“surcharge” on sale price of goods was “interest”) ; Nestle 
Enterprises Ltd. vy. MNR, [1991] 2 C.T.C. 2627 (TCC) (Penalty and 
interest upheld on grounds taxpayer had failed to “forthwith remit” 
withholding tax); Forest et al. v. The Queen, 80 DTC 6149 (FCTD) 
(Payments into non-residents’ Canadian RRSPs not subject to-with- 
holding tax). 


Regulations: 105 (withholding of 15% on fees for services); 202 
(information return); 805 (where withholding not required); 809 (re- 
duction in withholding). 


Interpretation Bulletins: IT-88R2: Stock dividends; IT-465R: 
Non-resident beneficiaries of trusts. 


Information Circulars: 77-16R4: Non-resident income tax. 


Advance Tax Ruling: ATR-49: Long-term foreign debt; ATR-69: 
Withholding tax on interest paid to non-resident persons;. 


Forms: NR4B Summ: Return of amounts paid. or credited to non- 
residents of Canada; NR7-R: Application for refund of non-resident 
tax withheld; T3 Sched. 10: Calculation of Part XII.2 tax and Part 
XIII non-resident withholding tax. 


(2) Idem — Where an amount on which an income 
tax is payable under this Part is paid or credited by 
an agent or other person on behalf of the debtor ei- 
ther by way of redemption of bearer coupons or war- 
rants or otherwise, the agent or other person by 
whom the amount was paid or credited shall, not- 
withstanding any agreement or law to the contrary, 
deduct or withhold and remit the amount of the tax 
and shall submit therewith a statement in prescribed 
form as required by subsection (1) and shall there- 
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upon, for purposes of accounting to or obtaining re- 
imbursement from the debtor, be deemed to have 
paid or credited the full amount to the person other- 
wise entitled to payment. 

Related Provisions: 215(5) — Regulations reducing deduction 
or withholding; 215(6) — Liability. for tax; 227(8)—(8.4) — Liabili- 
ties arising from failure to withhold or deduct amount, 227.1 — Li- 
ability of directors. 


Regulations: 202(2) (information return); 805 (where withholding 
not required); 809 (reduction in withholding). 


(3) idem — Where an amount on which an income 
tax is payable under this Part was paid or credited to 
an agent or other person for or on behalf of the per- 
son entitled to payment without the tax having been 
deducted or withheld under subsection (1), the agent 
or other person shall, notwithstanding any agreement 
or law to the contrary, deduct or withhold therefrom 
the amount of the tax and forthwith remit that 
amount to the Receiver General on behalf of the per- 
son entitled to payment in payment of the tax and 
shall submit therewith a statement in prescribed 
form, and the agent or other person shall thereupon, 
for purposes of accounting to the person entitled to 
payment, be deemed to have paid or credited that 
amount to that person. 

Related Provisions: 215(5) — Regulations reducing deduction 
or withholding; 215(6) — Liability for tax; 216(4)— Optional 
method of payment; 227(8)-(8.4) — Liabilities arising from failure 
to withhold or deduct amount; 227.1 — Liability of directors. 


Pre-RSC History: “Receiver General” substituted for “Receiver 
General of Canada” by 1980-81-82-83, c..48, s. 115. 


Regulations: 202(3) (information return); 805 (where withholding 
not required); 809 (reduction in withholding). 


Interpretation Bulletins: IT-393R2: Election re tax on rents and 
timber royalties — non-residents. 


Forms: NR1: Return of income received from sources within the 
United States on behalf of non-residents of Canada; NR7-R: Appli- 
cation for refund of non-resident tax withheld. 


(4) Regulations creating exceptions — The 
Governor in Council may make regulations with ref- 
erence to any non-resident person or class of non- 
resident persons who carries or carry on business in 
Canada, providing that subsections (1) to (3) are not 
applicable to amounts paid to or credited to that per- 
son or those persons and requiring the person or per- 
sons to file an annual return on a prescribed form 
and to pay the tax imposed by this Part within a time 
limited in the regulations. 

Related Provisions: 162(7) — Penalty for failure to comply with 
regulation; 227(9) — Penalty on tax not paid; 227(9.3) — Interest 
on tax not paid; 227.1 — Liability of directors; 235 — Penalty for 
failure to make returns. ; 


Regulations: 800, 801, 803. 


Forms: T2016: Part XIII tax return — tax on income from Canada 
of registered non-resident insurers. 


(5) Regulations reducing deduction or with- 
holding — The Governor in Council may make 
regulations in respect of any non-resident person or 
class of non-resident persons to whom any amount 1s 
paid or credited as, on account of, in lieu of payment 
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of or in satisfaction of, any amount described in any 
of paragraphs 212(1)(f), (h), Gj) to (m) and (q) reduc- 
ing the amount otherwise required. by any of subsec- 
tions (1) to (3) to be deducted or withheld from the 
amount so paid or credited. 


Related Provisions: 190.15(6) — Related financial institution; 
212(1) — Tax on Canadian income of non-residents; 212(2) — Tax 
on dividends; 227.1 — Liability of directors. 


History: Subsec. 215(5) substituted by 1994, ¢.7, Sch. TI (1991, c. 
49), s. 177, applicable to amounts paid or credited after July 13, 
1990. Subsec. 215(5) formerly read: 


(5) Regulations reducing amount to be deducted or with- 
held — The Governor in Council may make regulations with 
reference to any non-resident person or. class of non-resident 
persons to whom any amount is paid or credited as, on ac- 
count or in lieu of payment of, or in satisfaction of, any 
amount described in paragraph 212(1)(f), (h), Gj), (k), (1), (m) 
or (q) reducing the amount otherwise required by subsections 
(1) to (3) to be deducted or withheld from the amount so paid 
or credited. 


Pre-RSC History: Subsec. 215(5) substituted by: 1980-81-82-83, 
c. 48, s. 100, applicable with respect to payments made after 1979. 
Subsec. 215(5) formerly read: 


(5) The Governor in Council may make regulations with ref- 

erence to any non-resident person or class of non-resident 

persons to whom any amount is paid or credited as, on ac- 

count or in lieu of payment of, or in satisfaction of, any 

amount described in paragraph 212(1)(f) or (h) or in any of | 
paragraphs 212(1)(j) to (m) reducing the amount otherwise 

required by subsections (1) to (3) to be deducted or withheld 

from the amount so paid or credited. . 


Subsec. 215(5) substituted by 1976-77, c. 4, s. 72, applicable to 
1975 et seg. Subsec. 215(5) formerly read: 


(5) The Governor in Council may make regulations. with ref- 
erence to any non-resident person or class of. non-resident 
persons to whom any amount is paid or credited as, on ac- 
count or in lieu of payment of, or in satisfaction of, any 
amount described in paragraph 212(1)(f) or ‘im any of 
paragraphs 212(1)(h),to (m) reducing the amount otherwise 
required by subsections (1) to (3) to be deducted or withheld 
from the amount so paid or credited. 

Subsec. 215(5) substituted by 1974-75-76, c. 26, s. 120, applicable 

to 1974 et seg. Subsec. 215(5) formerly read: 
(5) The Governor in Council may make regulations with ref- 
erence to any non-resident person. or class of non-resident 
persons to whom any amount is paid or credited as, on ac- 
count or in lieu of payment of, or in satisfaction of, any 
amount described in any of paragraphs 212(1)(h) to (m) re- 

_ ducing the amount otherwise required by subsections (1) to 
(3) to be deducted or withheld from the amount so paid or 
credited. 

Subsec. 215(5) substituted by 1973-74, c. 30, s. 27. 
Regulations: 805 (where withholding not required); 809 (reduc- 
tion in withholding). ; 

Forms: NRS5: Application by a non-resident of Canada for a reduc- 
tion in the amount of non-resident tax required to be withheld; NR7- 
R: Application for refund of non-resident tax withheld. 


(6) Liability for tax — Where a person has failed 
to deduct or withhold any amount as required by this 
section from an amount paid or credited or deemed 
to have been paid or credited to a non-resident per- 
son, that person is liable to pay as tax under this Part 
on behalf of the non-resident person the whole of the 
amount that should have been deducted or withheld, 
and is entitled to deduct or withhold from any 
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amount paid or credited by that person to the non: 
resident person or otherwise recover from the non- 
resident person any amount paid by that person as 
tax under this Part on behalf thereof. . 


Related Provisions: 227(8.4) — Parallel provision for other 
withholding taxes; 227.1 — Liability of directors where corporation 
fails to withhold. 


Selected Cases [subsec. 215(6)]: RMM-Canadian Enterprises 
Inc, v.\R., [1997]. 3-C.T.C. 2103 (TCC) (Agent or instrumentality 
used to distribute deemed didvidend under section: 215 or section 
159); Harrowston Corp. v. Canada, [1997 PEC LC. FO (FCA) (Li- 
ability to pay tax did not result in deductible bad debt); Crown 
Forest Industries Ltd. v. Canada, [1992] 2 C.T.C. 1 (FCTD); aff'd 
(Noy. 8, 1993), Doc. A-1103-92, A-1104-92, A-1105-92 (FCA) 
(Corporation liable to, but exempt from, US tax was resident in US 
under treaty by virtue of place of management and business) ; 
Alberta Gas Ethylene Co. Ltd. y. Canada. E1990, 2° CT. C471 
(FCA) (Interest on loan by non-resident subsidiary to resident, par- 
ent subject to withholding tax; agency argument rejected); The 
Queen y. Saint John Shipbuilding and Dry Dock Co. Ltd., {1980} 
C.T.C. 352 (FCA) (Payments for use of data stored on computer 
tape not taxable); The Queen v. Farmparts Distributing Ltd., [1980] 
C.T.C. 205 (FCA) (Payments for merchandising technique were 
taxable within scope. of “plan”, “process” or “property”; payments 
for right to buy and sell machine not “rent, royalties. or. similar 
payments”). 


Definitions [s. 215]: “amount”, “business” — 248(1); “Can- 
ada” — 255; “Governor in Council” — Interpretation Act 35(1); 
“non-resident”, “person”, “prescribed”, “regulation” — 248(1). 


Interpretation Bulletins [s. 215]: IT-88R2: Stock dividends; IT- 
109R2: Unpaid amounts; IT-362R: Patronage dividends. 


216. (1) Alternatives re rents and timber roy- 
alties — Where an amount has been paid during a 
taxation year to a non-resident person or to a partner- 
ship of which that person was a member as, on ac- 
count of, in lieu of payment of or in Satisfaction Ot. 
rent on real property in Canada or a timber royalty, 
that person may, within 2 years (or, where that per- 
son has filed an undertaking described in subsection 
(4) in respect of the year, within 6 months) after the 
end of the year, file a return of income under Part I 
in the form prescribed for a person resident in Can- 
ada for that year and the non-resident person. shall, 
without affecting the, liability of the non-resident 
person for tax otherwise payable under Part I, there- 
upon be liable, in lieu of paying tax under this Part 
on that amount, to pay tax under Part I for the year 
as though 


(a) the non-resident person were a person resident 
in Canada and not exempt from tax under section 
149; | 


(b) the non-resident person’s income from the 
non-resident person’s interest in ‘real property in 
Canada, timber resource properties: and_ timber 
limits in Canada and the non-resident person’s 
share of the income of a partnership of which the 
non-resident person was a member from its inter- 
est in real property in Canada, timber resource 
properties and timber limits in Canada were the 
non-resident person’s only income; 


Income Tax Act’ 


(c) the non-resident person were entitled to no'de- 
ductions from income for the purpose of ‘comput= 
ing the non-resident person’s taxable income; and 


(d) the non-resident person were entitled ‘to no: 
deductions under sections 118 to 118.9 incom 
puting the non-resident person’s tax payable 
under Part I for the year. ~ , 


Related Provisions: 13(21) — “Timber resource property”; 
96 — Partnerships and their members; 120(1) — Additional tax on 
income not earned in a province; 150.1(5) — Electronic filing; 
216(8) — Restriction on deduction; 220(3) — Extension of.time for. 


making return; 248(4) — Interest in real, property. iis 
History: That portion. of subsec. 216(1) preceding para. (a) substi- 
tuted by 1994, c, 7, Sch. II (1991, c. 49), s. 178, applicable to taxa- 
tion years ending after July 13, 1990. That portion formerly read: ° 


» 216. (1) Alternative re rents and timber royalties — Where 
an-amount has been paid, during.a taxation year toa non-resi- 
dent person, or to a partnership of which the non-resident per- 
son was a member, as, on account or in lieu of payment of, or 
in satisfaction of, rent on real property in Canada or a timber 

' Toyalty, the non-resident person may, within 2 years from the’ ~ 
end of the taxation year, file a return of income under Part I G 
in the form prescribed for-a person resident in Canada for that. 
taxation year and shall, without affecting the non-resident 
person's liability for tax otherwise. payable under Part 1 
thereupon be liable, in lieu of paying tax under this Part on 
that amount, to pay tax under Part I for that taxation year as 
though i 


Pre-RSC History: Para. 216(1)(c) substituted and para: 216(1)(d) 
added by 1988, c.'55,‘subsec. 164(1), applicable to 1988 ef seq. 
Para. 216(1)(c) formerly tead: : 


(c) he were not entitled to any deduction from income for the: 
purpose of computing taxable income. ; isi? 


All that portion of subsec. 216(1) preceding para: (a), para. 
216(1)(b) substituted by 1974-75-76, c. 26, subsecs. 121(1), (2), ap- 
plicable to taxation years ending after May 6, 1974, That portion.of 
subsec. 216(1), para. 216(1)(b) formerly read: 


216. (1) Where an amount has been paid during a taxation< 
year to anon-resident person as, on account or in liew of pay- 
ment of, or in satisfaction of, rent on-real property in'Canada i>> 
or a umber royalty, he may, within 2 years from the end of 
the taxation year, file a return of income under Part I ih the 

- form presctibed for a person resident in Canada for that taxa- 
tion year and he shall, without affecting: his liability for tax. = 
otherwise payable under. PartI, thereupon be liable, in lieu of... 
paying tax under this Part on that amount, to pay tax under 
Part I for that taxation year as though ~~ . 


(b) his interest in real property in Canada.or timber. limits 
in Canada were his only source of income, and 


| Selected Cases [subsec. 21 6(1)]: The. Queen v. Merali, [1988] 


LP EPECs320 (FCA) (Non-capital losses not deductible to non-resi- 
dent electing under provision carried forward to year in respect of 
which taxpayer became resident). ; 


Interpretation Bulletins: IT-81R: Partnerships — income. of 
non-resident partners; IT-88R2: Stock dividends: IT-109R2: Unpaid 
amounts; IT-120R4: Principal residence; IT-121R3: Election to cap- 
italize cost of borrowed money; IT-393R2: Election re tax on rents 
and timber royalties — non-residents; IT-434R: Rental of real prop- 
erty by individual; IT-478R: CCA recapture and terminal loss. 


Information Circulars: 77-16R4: Non-resident income tax, 
Forms: T1 General: Individual income tax return; T2: Corporation 
income tax return; T2 Short: A simpler return for eligible corpora- 


tions; T3: Trust income tax and information return; NR6: Undertak- 
ing to file an income ‘tax. return by a non-resident’ receiving ‘rent 
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from real property or réceiving a timber royalty; T1159: Income tax 
return for individuals electing under s. 216. 


(2) idem — Where a non-resident person has filed a 
return of income under Part I as permitted by this 
section, the amount deducted under this Part’ from 


(a) rent on real property or from timber royalties 
paid to the person, and 


(b) the person’s share of the rent on real property 
or from timber royalties paid to a pareecssian of 
which the person is a member — 


and remitted to the Receiver General shall be 
deemed to have been paid on account of tax, under 
this section. and any portion of the amount so remit- 
ted to the Receiver General in a taxation year on the 
person’s behalf in excess of the person’s liability for 
tax under this Act for the year shall be refunded to 
the person. 


Pre-RSC History: “Receiver General” substituted for “Receiver 
General of Canada” by 1980-81-82-83, c. 48, s. 115. 


Subsec. 216(2) substituted by 1974-75-76, c. 26, subsec. 121(3), ap- 
plicable to taxation years ending after May 6, 1974. Subsec. 216(2) 
formerly. read: 


(2) Where a non-resident person has filed a return of income ., 
under Part I as permitted by this section, the amount deducted 
under this Part from rent payments to him or from timber roy- 
alties paid to him and remitted to the Receiver General of 
Canada shall be deemed to have been paid on account of tax 
under. this section and any portion of the amount so remitted 
to the Receiver General of Canada in a taxation year in excess. © 
of the tax under this section for the year shall be refunded to 
him. 


(3) Idem — Part I is applicable, with such modifica- 
tions as the circumstances require, to payment of tax 
under this section. 


(4) Optional method. of payment — Where a 
non-resident person or, in the case of.a partnership, 
each non-resident. person who is.a,member of the 
partnership files. with the Minister an undertaking in 
prescribed form to, file within 6 months. after the end 
of.a. taxation year a return of income under Part I for 
the year as permitted by this section; a person who is 
otherwise required by subsection 215(3) to remit in 
the. year, in respect of the non-resident person or the 
partnership, an. amount to the Receiver General, in 
payment of tax on rent on real property or on a tim- 
ber royalty may elect under this section not to remit 
under that subsection, and if that election is made, 
the elector shall, 


(a) when any amount is available out of the rent 
or royalty received for remittance to the non-resi- 
dent. person or the partnership, as the case may 
be, deduct 25% of the amount available and remit 
the amount deducted to the Receiver General on 
behalf of the non-resident person or the partner- 
ship on account of the tax under this Part; and 
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(b) if the non-resident person or, in the case of a 
partnership, a non-resident person who is a mem- 
ber of the partnership, 


(i) does not file a return for the year in accor- 
dance with the undertaking, or 


(ii) does not pay under this section the tax the 
non-resident person or member is liable to pay 
for the year within the time provided for 
payment, 4 
pay to the Receiver General, on account of the 
non-resident person’s or the partnership’ s tax 


under this Part, on the expiration of the time for 


filing or payment, as the case may be, the full 
amount that the elector would otherwise have 


been required to remit in the year in respect of the 


rent or royalty minus the amounts that the elector 
has remitted in the year under paragraph (a) in re- 


spect of the rent or royalty. 


S. 216(4) 


Related Provisions: 96 — Partnerships and their members;, 
216(1) — Alternative re rents and timber royalties. 


History: Subsec. 216(4) amended by 1998, c. 19, s. 217, applicable 
to amounts paid or credited after November 1991. Subsec. 216(4) 
formerly read: 


(4) Optional method of payment — Where a non-resident 
person or each non-resident person who is a member of a 
partnership has filed with the Minister an undertaking in pre- 
scribed form to file a return of income under Part I for a taxa- 
tion year as permitted by this section but within 6 months 
from the end of the taxation year, a person who is otherwise 
required by subsection 215(3) to remit in the year an amount 
to the Receiver General in payment of tax on rent on real 
property or in payment of tax on a timber royalty may elect, 
by virtue of this section, not to remit under that subsection 
but if the non-resident person or member? does so elect 


(a) the non-resident person or member22 shall, when any 
amount is available out of the rent or royalty received for 
remittance to the non-resident person or the partnership, 
as the case may be, deduct therefrom 25% thereof and 
remit the amount deducted to the Receiver General on 
behalf of the non-resident person or the partnership on 
account of the tax under this Part, and 


(b) the non-resident person or mémber20 shall, if the 
non-resident person or each non-resident person who is a 
member of the partnership 


(i) does not file a return for the taxation year in ac- 
cordance with the undertaking filed by the non-resi- - 
dent person or member?! with the Minister, or 


(i1) does not pay the tax the non-resident person or 
~member~* is liable to pay for the taxation year under 
this section within the time limited for payment, 


pay to the Receiver General, on the expiration of the time 
for filing or payment, as the case may be, the full amount 
that the non-resident person or member24 would other- 
wise have been required to remit in the year minus the 
amounts that the non-resident person or member29 has 
remitted in the year under paragraph (a). 


——————— 


30The words “non-resident person or member” should be “elector”. 


31The words “non-resident person or member” are correct here, 
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Pre-RSC History: “Receiver General” substituted for “Receiver 
General of Canada” by 1980-81-82-83, c. 48, s. 115. 


All that portion of subsec. 216(4) preceding subpara. (b)(i) substi- 
tuted by 1974-75-76, c. 26, subsec. 121(4), applicable to taxation 
years ending after May 6, 1974. That portion of subsec. 216(4) for- 
merly read: 


(4) Where a non-resident person has filed with the Minister 
an undertaking in prescribed form to file a return of income 
under Part I for a taxation year as permitted by this section 
but within 6 months from the end of the taxation year, a per- 
son who is otherwise required by subsection 215(3) to remit 
in the year an amount to the Receiver General of Canada in 
payment of tax on rent on real property or in payment of tax 
on a timber royalty may elect, by virtue of this section, not to 
remit. under that subsection but if he does so elect 


(a) he shall, when any amount is available out of the rent 
or royalty received for remittance to the non-resident per- 
son, deduct therefrom 25% thereof and remit the amount 
deducted to the Receiver General of Canada on’behalf of. 
the non-resident person on account of the tax under this 
Part, and 


(b) he shall, if the non-resident person 


Forms: NR6: Undertaking to file an income tax return by a non- 
resident receiving rent from real property or receiving a timber roy- 
alty; T1159: Income tax return for individuals electing under s. 216. 


(5) Disposition by non-resident of interest in 

real property, timber resource property or 
timber limit — Where a person or a trust of which 
that person is a beneficiary has filed a return of in- 
come under Part I for a taxation year as permitted by 
this section or as required by section 150 and, in 
computing the amount of the person’s income under 
Part I an amount has been deducted under paragraph 
20(1)(a), or is deemed by subsection 107(2) to have 
been allowed under that paragraph, in respect of real 
property in Canada, a timber resource. property or a 
timber limit in Canada, the person shall, within the 
time prescribed by section 150 for filing a return of 
income under Part I, file a return of income under 
Part I, in the form prescribed for a person resident in 


Canada, for any subsequent taxation year in which 


the person was a non-resident person and in which 
that real property, timber resource property or timber 
limit or any interest therein is disposed of, within the 
meaning of section 13, by the person or by a partner- 
ship of which the person is a member, and the person 
shall, without affecting the person’s liability for tax 
otherwise payable under Part I, thereupon be liable, 
in lieu of paying tax under this Part on any amount 
paid, or deemed by this Part to have been paid to the 
person or to a partnership of which the person is a 
member in that subsequent taxation year in respect 
of any interest in real property, timber resource prop- 
erty or timber limit in Canada, to pay tax under Part I 
for that subsequent taxation year as though 


(a) the person were a person resident in Canada 
and not exempt from tax under section 149; 
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(b) the person’s income from the person’s interest 
in real property, timber resource property. or tim- 
ber limits in Canada and the person’s share of the 
income of a partnership of which the person was 

“a member from its interest in ‘real property, tim- 
ber resource property or timber limits’ in Canada 
were:the person’s only income; 


(c) the person were entitled to no deductions from 
income for the purpose of computing the person’s 
. taxable income, and 


(d) the person were entitled to no Bedsorpts 
under sections 118 to 118.9 in computing the per- 
son’s, tax. payable under Part I for the year. 


Related Provisions: 150.1(5),— Electronic’ filing; 216(6) — 
Saving proyision; 216(7) — Election; 216(8) — Restriction on de- 
duction; 248(4) — Interest in real property. 


Pre-RSC History:. Para, 216(5)(c) substituted and para. 216(5)(d) 
added by 1988, c. 55, subsec. 164(2), applicable to 1988 et seq. 
Para. 216(5)(c) formerly read: 


(c) he were not entitled to'any deduction from income for the 
purpose of computing his taxable income. 


Subsec. 216(5) substituted by 1974-75- 76, c. 26, stibsec. 12105), ap- 
plicable to “dispositions of propery after May ‘6, 1974. Subsec. 
216(5) formerly read: 


(5) Where a non- “resident person has filed a return of income 
under Part I for a taxation year as permitted by this section 
and has, in computing his income under Part I for that year, 
deducted an amount under paragraph 20(1)(a) in respect of 
real property in Canada or‘a timber limit in Canada, he shall, 
within the time prescribed by section 150 for filing a return of 
income under Part I, file a return of income under Part I, in’. 
the form prescribed for a person resident in Canada, for any 
subsequent taxation year in which that real property or timber 
limit or any interest therein is disposed of, within the mean- 
ing of section 13, by him, and he shall, without affecting his 
liability for tax otherwise payable under Part I, thereupon be 
liable, in lieu of paying tax undet this Part on any amount 

paid to him or deemed by this Part to have: been paid to him 
in that subsequent taxation year in respect of any interest of 

‘that person in real property in Canada or timber limits in Can- 
ada, to pay tax under Part I for that subsequent taxation year 
as though 


(a) he were a person resident in Canada, 


(b) his interest in real property in Canada or timber limits 
in Canada were his only source of income, and 


(c) he were not entitled to any deduction from income in 
computing his taxable income. 


Selected Cases [subsec. 216(5)]: The Queen, vy. Arnos et al., 
[1982] 1 C.T.C. 186 (FCA) (Under Canada-U.S. Tax Convention, 
recapture not applicable to non-resident beneficiary after Canadian 
trustee transferred property on which capital cost allowance was 
deducted); Deitcher v. The Queen, [1979] C.T.C. 500 (FCTD) (Cap- 
ital cost allowance deducted by non-resident electing to be taxed as 
resident recaptured’ on ‘sale of property); Bessemer Trust Co. v. 


MNR, [1973]-€:1.€. 12 (FCA) (Capital cost allowance deducted by . 


non-resident trust electing to be taxed as resident recaptured on sale 
of property). 


(6) Saving provision A Oe (5) does not 
apply to require a non-resident person 


(a) to file a return of income, under Part I for a 
taxation, year unless,.by filing that return, there 
would be included in computing the non-resident 


S. 217(2)(a) 


person’s income under Part | for that year an 
amount by virtue of section 13; or 


(b) to include in computing the non-resident per- 
son’s income for a taxation year any amount to 
the extent that that amount has been included in 
computing the non-resident person’s taxable in- 
come earned in Canada for that taxation year by 
virtue of any provision of this Act other than sub- 
section (5). 


Related Provisions: 13(1) — Recaptured depreciation. fa 


Pre- RSC History: Para. 216(6)(a) substituted by 1977- TSC, S. 
95, applicable in respect of taxation years commencing after May 
26, 1976, to substitute “section 13” for “subsection. 13(1) or (1.1)”. 


Subsec. 216(6) substituted by 1974-75-76, c. 26, subsec.121(5), ap- 
plicable to dispositions of property after May 6, 1974. Subsec. 
216(6) formerly read: 


(6) Saving provision — Subsection (5) does not apply to re- 
quire a non-resident person to file a return of income under 
Part I for a taxation year unless, by filing that return, there 
would be included in computing his income under Part I for 
that year an amount by virtue of subsection’ 13(1). 


| (7) Election — Where, by. virtue of subsection (5), 


a non-resident person is liable to pay tax under Part I 
for a taxation year, for greater certainty section 61 is 
not applicable in computing the non-resident per- 
son’s income for the year. 


(8). Restriction on ‘deduction - — For greater cer- 
tainty, in determining the amount of tax payable by a 
non-resident person under Part I for a taxation year 
by reason of subsection (1) or (5), no deduction in 
computing the non-resident person’s income or tax 
payable under Part I for the year shall be made to the 
extent that such a deduction by non-resident persons 
is not permitted under Part I. 


Pre-RSC History: Subsec. 216(8) added by 1988,.c..55, subsec. 
164(3). 


Definitions [s. 216]: “amount” — 248(1); “Canada” 255: in 
terest” —in real property 248(4); “Minister”, “non-resident” — 
248(1); “person”, PECSeHO SG “property” Heaenet “resident in 
Canada” — 250; “tax payable” — 248(2); “taxable income” — 
2(2), 248(1); “taxation year’ — 249; “timber resource property” — 
13(21), 248(1). ; 


Interpretation Bulletins [s. 21 6]: See under subsec. 216(1). 


217. (1) Alternative re Canadian benefits — In 
this section, a non-resident person’s “Canadian bene- 
fits” fora taxation year is. the total of all.amounts 
each of which is an amount paid or credited in the 
year and in respect of which tax under this. Part 
would, but for this section, be payable by the person 
because of any of paragraphs 212(1)(h), G) to (m) 
and (q). | 


(2) Part | return — No tax is payable under this 
Part in respect of a non-resident person’s Canadian 
benefits for a taxation year if the person 


(a) files with the Minister, within 6 months after 
the end of the year, a return of income under Part 
I for the year; and 
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(b) elects in the return to have this section apply 
for the year. 


Related Provisions: 150.1(5) — Electronic filing; 217(3)-(6) — 
Part I tax payable when election made. 


(3) Taxable income earned in Canada — 
Where a non-resident person elects under paragraph 
(2)(b) for a taxation year, for the purposes of Part I 


(a) the person is deemed to have been employed 
in Canada in the year; and 


(b) the person’s taxable income earned in Canada 
for the year is deemed to be the greater of 


(i) the amount that would, but for subpara- 
graph (ii), be the person’s taxable income 
earned in Canada for the year if 


(A) paragraph 115(1)(a) included the fol- 
lowing subparagraph after subparagraph 
(i): 


“(.1) the non-resident person’s Cana- 
dian benefits for the year, within the 
meaning assigned by subsection 
2VHAY and 


(B) paragraph 115(1)(f) were read as 
follows: 


“(f) such of the other deductions per- 
mitted for the purpose of computing 
taxable income as can reasonably be 
considered wholly applicable to the 
amounts described in subparagraphs 
(a)(i) to (vi). and 


(ii) the. person’s income (computed without 
reference to subsection 56(8)) for the year mi- 
nus the total of such of the deductions permit- 
ted for the purpose of computing taxable in- 
come as can reasonably be considered wholly 
applicable to the amounts described in subpar- 
agraphs 115(1)(a)(i) to (vi). 

Related Provisions: 2(3) — Tax payable under Part I as a result 

of being deemed employed in Canada. 


(4) Tax credits — limitation — Sections 118 to 
118.91 and 118.94 do not apply in computing the tax 
payable under Part I for a taxation year by a non- 
resident person who elects under paragraph (2)(b) 
for the year, unless 


(a) where section 114 applies to the person for 
the year, all or substantially all of the person’s in- 
come for the year is included in computing the 
person’s taxable income for the year; or 


(b) in any other case, all or substantially all of the 
person’s income for the year is included in com- 
puting the amount determined under subpara- 
graph (3)(b)(i) in respect of the person for the 
year. 


(5) Tax credits allowed — In computing the tax 
payable under Part I for a taxation year by a non- 
resident person to whom neither paragraph (4)(a) nor 
paragraph (4)(b) applies for the year there may, not- 
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withstanding ‘section 118.94 and subsection (4), be 
deducted the lesser of 


(a) the total of 


(i) such of the amounts that would have been 
deductible under any of section 118.2, subsec- 
tions 118.3(2) and (3) and sections 118.6, 
118.8 and 118.9 in computing the person’s tax 
payable under Part I for the year if the person 
had been resident in Canada throughout the 
year, as can reasonably be considered wholly 
applicable, and 


(ii) the amounts that would have been deducti- 
ble under any of sections 118 and 118.1, sub- 
section 118.3(1) and sections 118.5 and 118°7 
in computing the person’s tax payable under 
Part I for the year if the person had been resi- 
dent in Canada throughout the year, and 


(b) the appropriate percentage for the year of the 
person’s Canadian benefits for the year. 


(6) Special credit — In computing the tax payable 
under Part I for a taxation year by a non-resident 
who elects under paragraph (2)(b) for the year, there 
may be deducted the amount determined by the - 
formula . 


es eo) 


Ax ( B 


where 


A is the amount of tax under Part I that would, but 
for this subsection, be payable by the person for 
the year; 


Bis the amount determined under subparagraph 
(3)(b)(ii) in respect of the person for the year; and 


C is the amount determined under subparagraph 
(3)(b)G@) in respect of the person for the year. 


Related Provisions: 257 — Formula cannot calculate to less than 
Zero. 


History: Subpara. 217(3)(b)(ii). amended by 1998, c. 19, s. 64, ap- 
plicable to 1997 et seq. Subpara. .217(3)(b)(ii) formerly read: 


(ii) the person’s income for the year, minus the total of such 
of the deductions permitted for the purpose of computing tax- 
able income as can reasonably be considered wholly applica- 
ble to the amounts described in subparagraphs 115(1)(a)(i) to 
(vi). 


S. 217 amended by 1997, c. 25, s, 64, applicable to 1997 et seq. S; 
217 formerly read: 


217. Election respecting certain payments — Where by 
virtue of any one or more of paragraphs 212(1)(f), (h), (j) to 
(m) and (q) a non-resident person would otherwise be liable 
to pay tax under this Part on one or more amounts paid or 
credited to the non-resident person in a taxation year and that 
person has, within 6 months after the end of the year, filed a 
return of income under Part I for the year and so elected 
therein, the following rules apply: 


(a) notwithstanding subsection 212(1), no tax under this 
Part is payable by the non-resident person on those 
amounts; 
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-(b) notwithstanding section 115, for the purposes of com- and'read the closing words of 118.94 as quoted in 217(c) as follows: 
“ ting that person’s taxable income earned, in Canada for not exceeding the appropriate percentage for the year of the 
CASA . . Ys total of all amounts each of which is:an amount, paid or 
(i) paragraph 115(1)(a) shall be read as though it in- credited. to. the individual in the year on which the individual 
cluded the following subparagraph: would, under any of paragraphs 212(1)(f), (h), J) to (m) and 
7 , ; ; - (q), be liable to pay tax under Part XIII if paragraph 212(1)(h) 
(i.1) amounts paid or credited to the non-resi- . »were read without reference to subparagraphs 212(1)(h)(i) 

dent person in the year on which that person and (ii), and no election. were. made under section 217. 


would, under any of paragraphs 212(1)(f), (h), 
(j) to (m);and (q) be liable to pay tax under 
Part XIII if no election were made under sec- 


Para. 217(c) substituted by 1994, c. 7, Sch. Il (1991, c. 49), subsec. 
179(1), applicable to 1991 et seq.; and (by subsec. 179(3)), for the 


tion 217,”, and | 1988'to'1990 taxation years, paras. 118.94(a) and (b), as those pa- 


(ii) all that, portion of subsection 115(1). following 
paragraph (c) shall be read as follows: 


“minus the, total of such of the deductions 
from income permitted for the purpose of 
computing taxable income as may reasonably 
be considered wholly applicable”; and 


‘(c) notwithstanding sections 118.91 and 118.94, where 
the non-resident person is an individual more than '/2 of 
whose income for the year is included in the individual’s 
taxable income or taxable income earned in Canada for 
the year, as the case may be, section 118.94 shall, where 


ras. apply for the purpose of para. 217(c), shall be read as follows: 


_ (a) such of the amounts that would have been deductible 


under any of section 118.2, subsections 118.3(2) and (3) and 
sections 118.6, 118.8 and 118.9 for the purpose of computing 
the individual’s tax payable under this Part for the year if the 
individual had been resident in Canada throughout the year, 
as can reasonably be considered to be wholly applicable; and 


(b) the amounts that would have been deductible under sec- 
tions 118 and 118.1, subsection 118.3(1) and sections 118.5 
and 118.7 for the purpose of computing the individual’s tax 
payable under this Part for the year if the individual had been 
resident in Canada throughout the year. . 


the individual so elects in the return, be applied in respect Para. 217(c) formerly read: 


of the individual for the year as if it read as follows: 


“118.94 Sections 118 to 118.91 do not apply for | 
the purpose of computing the ‘tax payable under 
this Part for a taxation year by an individual who 
was non-resident at any time in the year, except 
that for the purpose of computing the tax payable 
under this Part for the year there may be deducted 
the total of io DAG ® 


(a) such of the amounts that would have been 
deductible under any of section 118.2, subsec- 
tions 118.3(2) and (3) and sections 118.6, 
118.8 and 118.9 for the purpose of computing 
the individual’s tax payable under this Part for 
the year if the individual had been resident in 
Canada throughout the year, as can reasonably 
be considered wholly applicable, and 


"(b) the amounts that would have been ‘deducti- 
ble under sections 118 and 118.1, subsection 
118.3(1) and sections 118.5 and 118.7 forthe 
purpose of computing the individual’s tax pay- 
able under this Part for the year if the individ- 

’ ual had been resident in Canada throughout the 
year, ; 


not exceeding the appropriate percentage for the 
year of the total of all amounts each of which is an 
amount paid or-credited to the individual in the 
year on which the individual would, under ,any of 
paragraphs 212(1)(f), (h), G) to (m) and (q) be lia- 
ble to pay tax under Part XIII if no election were 
made under section 217.” 


Subpara. 217(b)(i) and the closing words of the version of s. 118.94 
quoted, within para. 217(c) amended by 1996, c. 21, subsecs.. 56(1), 
(2), applicable to 1996 et seg. Subpara. (b)(i) and the closing words 
of s. 118.94 quoted in 217(c) formerly read: 


(i) there shall be added to the total of the amounts determined 
under subparagraphs 115(1)(a)(i) to (v) in respect of that per- 
son the total of amounts each of which is an amount paid or 
credited to the non-resident person in the year on which that 
person would, by virtue of any one or more of paragraphs 
212(1)(f), (h), (j) to (m) and (q), be liable to pay tax under 
this Part if paragraph 212(1)(h) were read without reference 
to subparagraphs 212(1)(h)(i) and (ii), and 
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(c) notwithstanding section 118.94, where the person is an in- 
dividual, that section. shall be read as follows: 


“118.94 Sections 118 to 118.9 do not apply for the pur- 
pose of computing the tax payable under this Part for a 
taxation year by a non-resident individual except that 
for the purpose of computing the individual’s tax paya- 
ble under this Part for the year there may be deducted 


(a) such of the amounts that would have been de- 
ductible under any. of sections 118.1 and 118.2, 
subsections 118.3(2) and (3) and-sections 118.5 to 
118.9 for the purpose of computing the individ- 
ual’s tax payable under this Part for the year had 
the individual been resident in Canada throughout 
the year, as may reasonably. be considered wholly 
applicable; and 


(b) the amounts that would have been deductible 
under section. 118 and, subsection 118.3(1). for the 
purpose of computing the individual’s tax payable 

_ under this Part for the year had the individual, been 
resident in Canada throughout the. year.” 


Pre-RSC History: That portion of s: 217 following subpara. (b)(i) 
substituted by 1988, c. 55, 8. 165, applicable to’1988 et seq. That 
portion formerly read: 


(ii) there may, be deducted such of the amounts permitted by 
section 109 as would, if he had been resident in Canada 
throughout the year, have been deductible from his income 
for the year for the purpose of computing taxable income, and 


(iii) all that portion of subsection 115(1) following paragraph 
(c) thereof shall be read as follows: 


“minus the aggregate of such of the deductions from 
income (other than under section 109) permitted for the 
purpose of computing taxable income as may reasona- 
bly be considered wholly applicable and of such part of 
any other of those deductions as may reasonably be 
considered applicable” 


Subpara. 217(b)(iii) substituted by 198028) -82>83,.c. 140.8, 119, 
applicable to 1982 et seg. Subpara. (b)(iii) formerly read: 


(iii) section 115 shall be read as if the reference therein to 
“the aggregate of such of the deductions from income permit- 
ted for the purpose of computing taxable income’ were read 
as a reference to “the aggregate of such of the deductions 
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from income (other than under section 109) permitted for the 
purpose of computing taxable income”. 


All that portion of s. 217 preceding subpara. (b)(ii) substituted by 
1977-78, c. 32, s. 51 to add reference to para. 212(1)(q). 


All that portion of s. 217 preceding para. (a), subpara. 217(b)(i) sub- 
stituted by 1976-77, c. 4, subsecs. 73(1), (2), applicable to 1975 et 
seq. That portion and subpara. (b)(i) formerly read: 


217. Where by virtue of paragraphs 212(1)(f) or (h) to (m) a 
non-resident person would otherwise be liable to pay, tax 
under this Part on. one or more amounts paid or credited. to 
him in a taxation year and that person has, within 6 months 
after the end of the year, filed a return of income under Part I 
for the year and so elected therein, the following rules apply: 


(1) there shall be added to the aggregate of the amounts deter- 
mined under subparagraphs 115(1)(a)G) to (v) in respect of 
that person the aggregate of amounts each of which is an 
amount paid or credited to the non-resident person in the year 
on which he would, by virtue of paragraphs 212(1)(f) or (h) 
to (m), be liable to pay tax under this Part if i 


(A) paragraph 212(1)(h) were read without. reference to 
subparagraph (i) thereof, and 


(B) the reference in subparagraph 212(1)(i)(ii) to 
“$1,290” were read as a reference to “nile, 


All that portion of s. 217 preceding para. (a), all that portion of sub- 
para. 217(b)(i) preceding clause (A) substituted by 1974-75-76, c. 
26, subsecs. 122(1), (2), applicable to 1974 et seq. Those portions of 
s. 217 and subpara. (b)(i) formerly read: 


217. Where by virtue of paragraphs 212(1)(h) to (m) a non- 
resident person would otherwise be liable to pay tax under 
this Part on one of more amounts paid or credited to him in a 
taxation year and’ that person has, within 6 months after the 
end of the year, filed a return of income under Part I for the 
year and so elected therein, the following rules apply: 


(i) there shall be added to the aggregate of the amounts deter- 
mined under subparagraphs 115( 1)(a)@) to’ (v) in respect of 
that person the aggregate of amounts each of which is an 
amount paid or credited to the non-resident person in the year 
on which he, would, by virtue of paragraphs 212(1)(h) to (m), 
be liable to pay tax under this Part if 


Selected Cases [s. 217]: Yaremy v. Canada, [1994] 2 C.T.C. 
2402 (TCC) (Election under s. 217 could not later be reversed). 


Definitions [s. 217]: “amount”, “appropriate percentage” — 
248(1); “Canada” — 255; “Canadian benefits’ — 217(1); “individ- 
ual”, “Minister”, “non-resident”, “person” — 248(1); “resident in 
Canada” — 250; “tax payable” — 248(2); “taxable income” — 
2(2), 248(1); “taxable income earned in Canada” — 115(1), 248(1); 
“taxation year” — 249, 


Interpretation Bulletins [s. 21 7): IT-88R2: Stock dividends: IT- 
109R2: Unpaid amounts; IT-163R2: Election by non-resident indi- 
viduals on certain Canadian source income; IT-171R2: Non-resident 
individuals — computation of taxable income earned in Canada and 
non-refundable tax credits; IT-193 SR: Taxable income of individu- 
als resident in Canada during part of a year (Special Release); IT- 
337R2: Retiring allowances. 


Forms [s. 217]: NRS5: Application by a non-resident of Canada for 
reduction in the amount of non-resident tax required to be withheld; 
NR7-R: Application for refund of non-resident tax withheld. 


Income Tax Act 


218. (1) Loan to wholly-owned subsidiary — 
For the purposes of this Act, where 


(a) a non-resident corporation (in this section re- 
ferred to as the “parent corporation”) is indebted 
to 


(i) a person resident in Canada, or 


(il) a non-resident insurance corporation car- 
rying on business in Canada, 


(in this section referred to as the “creditor”) under 
an arrangement whereby the parent corporation is 
required to pay interest in Canadian currency, and 


(b) the parent corporation has lent the money in 
fespect of which it is so indebted, or a part 
thereof, to a subsidiary wholly-owned corpora- 
tion resident in Canada whose principal business 
is the making of loans (in this section referred to 
as the “subsidiary corporation”) under an ar- 
rangement whereby the subsidiary corporation is 
required to repay the loan to the parent corpora- 
tion with interest at the same rate as is payable by 
the parent corporation to the creditor, 


the amount so lent by the parent corporation to the 
subsidiary corporation shall be deemed to have been 
borrowed by the parent corporation as agent of the: 
subsidiary corporation and interest paid by the sub- 
sidiary corporation to the parent corporation that has 
been paid by the parent corporation to the creditor 
shall be deemed to have been paid by the subsidiary 
corporation to the creditor and not by the subsidiary 
corporation to the parent corporation or by the parent 
corporation to the creditor. 


(2) Idem — Where a parent corporation has lent 
money to a subsidiary wholly-owned corporation 
resident in Canada whose principal business is not 
the making of loans and the money has been lent by 
that corporation to a subsidiary corporation wholly- 
owned by it and resident in Canada whose principal 
business is the making of loans, the loan by the par- 
ent corporation shall be deemed, for the purpose of 
subsection (1), to have been a loan to a subsidiary 
wholly-owned corporation whose principal business 
is the making of loans. 


(3) Election — This section does not apply in re- 
spect of any payment of interest unless the parent 
corporation and the creditor have executed, and filed 
with the Minister, an election in prescribed form. 


Forms: T2023: Election in respect of loans from non-residents. 


(4) Application of election — An election filed 
under subsection (3) does not apply in respect of any 
payment of interest made more than 12 months 
before the date on which the election was filed with 
the Minister. 

Related Provisions: 17 — Inclusion of deemed interest in in- 
come of corporation resident in Canada. 

Definitions [s. 218]: “business”? — 248(1); “Canada” — 255; 
“corporation” — 248(1), Interpretation Act 35(1); “insurance cor- 
poration”, “Minister”, “non-resident” — 248(1); ‘parent corpora- 
tion” — 218(1)(a); “person”, “prescribed” — 248(1);; “resident in 
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Canada” — 250; “subsidiary corporation” — 218(1)(b); “subsidiary 
wholly-owned, corporation” — 248(1). 


Interpretation Bulletins [s. 218]: IT-88R2: Stock dividends; IT- 
109R2: Unpaid amounts. 


218.1 Application of s. 138.1 — In respect of life 
insurance policies for which all or any part of an in- 
surer’s reserves vary in amount depending on the fair 
market value of a specified group of properties, the 
rules contained in section 138.1 apply for the pur- 
poses of this Part. 

Origin of s. 218.1: R.S.C. 1985, c. 1 (Sth Supp.). (Formerly 
contained in opening words of 138.1.) 


Definitions [s. 218.1]: “amount”, “insurer”, “life insurance pol- 
icy” — 248()). 


Part XIV — Additional Tax 
on Non-Resident 
Corporations 


History: The heading before s. 219 amended by 1998, c. 19, s. 218, 
in force on June 18, 1998. The heading formerly read: 


Additional Tax on Corporations (other than 


Canadian Corporations) Carrying on Business in 
Canada 


219. (1) Additional tax [branch tax] — Every 
corporation that is non-resident in a taxation year 
shall, on or before its filing-due date for the year, 
pay a tax under this Part for the year equal to 25% of 
the amount, if any; by which the total of 


(a) the corporation’s taxable income earned in 
Canada for the year (in this subsection referred to 
as the corporation’s “base amount’), 


(b) the amount deducted because of section 12 
and paragraph 115(1)(d.1) in computing the cor- 
poration’s base amount, 


(c) the amount deducted under paragraph 
20(1)(v.1) in computing the corporation’s base 
amount, other than any portion of the amount so 
deducted that was deductible because of the 
membership of the corporation in a partnership, 


(d) 1/3 of the amount, if any, by which the total 
of all amounts each of which is a taxable capital 
gain of the corporation for the year from a dispo- 
sition of a taxable Canadian property exceeds the 
total of all amounts each of which is 


(i) an allowable capital loss of the corporation 
for the year from a disposition of a taxable 
Canadian. property, or 


(ii) an amount deductible because of 
paragraphs 111(1)(b) and 115(1)(e) in com- 
puting the corporation’s base amount, 


(e) the total of all amounts each of which 


(i) is an amount in respect of a grant or credit 
that can reasonably be considered to have 
been received by the corporation in the year as 
a reimbursement or repayment of, or as in- 


S. 219(1)(k) 


demnification or compensation for, an amount 
deducted because of 
(A) paragraph (j), as it read in its applica- 
tion to the 1995 taxation year, in comput- 
ing the amount determined under this sub- 
section for a preceding taxation year that 
_ began before 1996, or 
(B) paragraph (k) in computing the amount 
determined under this subsection for the 
year or for a preceding taxation year that 
began after 1995, and 


(ii) was not included in computing the corpo- 
ration’s base amount for any taxation year, 


(f) where, at any time in the year, the corporation 
has made one or more dispositions described in 
paragraph (1) of qualified property, the total of all 
amounts each of which is an amount in respect of 
one of those dispositions equal to the amount, if 
any, by which the fair market value of the quali- 
fied property at the time of the disposition ex- 
ceeds the corporation’s proceeds of disposition of 
the property, and 


(g) the amount, if any, claimed for the immedi- 
ately preceding taxation year under paragraph (j) 
by the corporation, 


exceeds the total of 
(h) that proportion of the total of 


(i) the total of the taxes payable under Parts I, 
1.3 and VI for the year by the corporation, de- 
termined without reference to subsection 
(1.1), and 


(ii) the total of the income taxes payable to the 
government of a province for the year by the 
corporation, determined without reference to 
subsection (1.1), 


that the corporation’s base amount is of the 
amount that would, if this Act were read without 
reference to subsection (1.1), be the corporation’s 
base amount, 


(i) the total of all amounts each of which is the 
amount of interest or a penalty paid by the corpo- 
ration in the year 


(i) under this Act, or 


(ii) on or in respect of an income tax payable 
by it to the government of a province under a 
law of the province relating to income tax, 


to the extent that the interest or penalty was not 
deductible in computing its base amount for any 
taxation year, 


(j) where the corporation was carrying on busi- 
ness in Canada at the end of the year, the amount 
claimed by the corporation for the year, not ex- 
ceeding the amount prescribed to be its allowance 
for the year in respect of its investment in prop- 
erty in Canada, 


(k) the portion of the total of all amounts, each of 
which is an amount by which the corporation’s 
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base amount is increased because of: paragraph 
12(1)(0) or 18(1)(.1) or (m) or subsection 69(6) 
or (7), that is not deductible under paragraph (h) 
or (j), and 


(1) where the ‘corporation has at any time in the 
year disposed of property (in this paragraph and 
paragraph (f) referred to as “qualified property’’) 
used by it immediately before that time for the 
purpose of gaining or producing income from a 
business carried on by it in Canada to a Canadian 
corporation (in this paragraph referred to as the 
“purchaser corporation’) that was, immediately 
after the disposition, a qualified related corpora- 
tion of the corporation for consideration that in- 
cludes a share of the capital stock of the pur- 
chaser corporation, the total of all amounts each 


paragraph (a), other than any portion Of the amount.so 
deducted that was deductible because of the membership 
of the, corporation in a partnership, 


(a.4) where, at any time in the taxation year, the corpora- 
tion has made one or more dispositions as described in 
paragraph (k) of qualified property, the total of all 
amounts each of which is an amount in respect of such a 
disposition equal to the amount, if any, by which the fair 
market value of the qualified property at the time of the 
disposition exceeds the amount of the corporation’s pro- 
ceeds of disposition of the property, 


(b) the amount claimed by the corporation under para- 
graph (h) for the immediately preceding taxation year, 
and 


(c) where the corporation was resident in Canada at any 
time in the year, the amount claimed under paragraph (i) 
for the immediately preceding taxation year, 


of which is an amount in respect of a disposition exceeds the total of, 


in the year of a qualified property equal to the 
amount, if any, by which 


(i) the fair market value of the qualified prop- 
erty at the time of the disposition. 


exceeds the total of 


(ii) the amount, if any, by which the paid-up 
capital in respect of the issued and outstand- 
ing shares of the capital stock of the purchaser 
corporation increased because of the disposi- 
tion, and 


(ili) the fair market value, at the time of re- 
ceipt, of the consideration (other than shares) 
given by the purchaser corporation for the 
qualified property. 


Related Provisions: 18(1)(t) — Tax is non-deductible; 52(7) — 
Cost of shares. of subsidiary; 134 — Status of non-resident-owned 
investment corporation for purposes of's. 219; 219(1.1) —Excluded 
gains; .219(2) — Exempt corporations; 219.1 — Corporate emigra- 
tion — 25% tax; 219.2 — Limitation on rate of Part XIV tax to div- 
idend rate under treaties; Canada-U.S. tax treaty, Art. X:6(d) — Ex- 
emption for first $500,000 of earnings. 


History: Subsec. 219(1) amended by. 1998, c. 19, subsec. 219(1), 
applicable to taxation years that begin after 1995 except that, in its 
application to taxation years that began in 1996, the reference in 
paragraph 219(1)(g) of the Act.to “paragraph (j)” shall be:read as a 
reference to “paragraph (h), as it read in its application to the 1995 
taxation year, or paragraph (j)”. Subsec. 219(1) formerly read: 


(1) Every corporation carrying on business in Canada at any 
time in a taxation year (other than a corporation that was, 
throughout the year, a Canadian corporation) shall, on or 
before the day on or before which it is required to file a return 
of income under Part I for the year, pay a tax under this Part 
for the year equal to 25% of the amount by which the total of 


(a) the corporation’s amount taxable (within the meaning 
given that expression in section 123) for the taxation 
year, POM 


(a.1) the amount deducted by the corporation under sec- 
tion 112 in computing the amount referred to in para- 
graph (a), 

(a.2) the amount deducted by the corporation under sub- 
section 115(1) in computing the amount referred to in 
paragraph (a) that was an amount the deduction of which 
was permitted under section 112, 


(a.3) the amount deducted under paragraph 20(1)(v.1) by 
the corporation in computing the amount referred to ‘in 
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(d) where the corporation was, throughout.the year, not 
resident in Canada, the lesser of 


(i) the amount, if any, by which the total of amounts 
each of which is a taxable capital gain of the corpo- 
ration for the year from a disposition of a taxable Ca: 
nadian property that was not property used:in the 
» year in, or held in the year in the course of, carrying 
on business in Canada, exceeds the total of amounts 
each of which is an allowable capital loss of the cor- 
poration for the year from a disposition of any such — 
property, and 


(ii) the amount that would be determined under sub- 
paragraph (i) for the year if it were read without ref- 
erence to the expression “that was not property used 
in the year in, or held in the year in the course of, 
carrying on business in Canada”, 


(e) the total.of the taxes payable by it under Parts I, 1.3 
and VI for the year less, where the corporation was at no 
time in the year resident in Canada, that proportion of the 
tax payable by it under Part I for the year that the amount 
determined under paragraph (d) in respect of the corpora- 
tion for the year is of the corporation’s amount. taxable 
for the year, 


(f) any income taxes payable by the corporation to. the 
government of a province in respect of the year (to’ the 
extent that those taxes were not deductible under Part T in 
computing its income for the year from businesses car- 
ried on by it in Canada) less, where the corporation was, 
at no time in the year, resident in Canada, that proportion 
thereof that the amount determined under paragraph (d) 
in respect of the corporation for the year is of the corpo- 
ration’s amount taxable for the year, 


(f.1) the total of all amounts each of which is the amount 
of interest or a penalty paid by it in the year 


(1) under this Act, or 


(11) on or in respect of income taxes payable by it to 
the government of a province under a law of the 
province relating to income tax, 


to the extent that the interest or penalty was not deducti- 
ble in computing its income under Part I for any taxation 
year from a business carried on by it in Canada, 


(g) where the corporation was resident in Canada at any 
time in the year 


(i) the amount deducted under section 126 from the 
tax for the year otherwise payable by the corporation 
under Part I, and 
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(ii) Y2 of the lesser.of the corporation’s taxable  in- 
come for the year-and the amount, if any, by which 


(A) the total of such’ of its incomes for the year 
from businesses. or properties and its. taxable 
capital gains, for the. year from disposition of 
property as were from sources in countries other 
than Canada 


exceeds 


(B) the total of such of its losses for the year 


from businesses or properties and its allowable. . 


capital losses for the year from dispositions of 
property as were from sources in countries other 
than Canada, 


(h) where the corporation was, at the end of the year,.car- 
rying on business in Canada, such amount as the corpora- 
tion may, claim: for! the year, not exceeding the amount 
prescribed to, be its allowance for the year. in respect of its 
investment in property in Canada, 


(i) where the corporation was resident in Canada at any 
time in the year, such amount as the corporation may 
claim for the year, not Gropedte the amount, if any, by 
which . 


(i) the total of dividends paid by it after it last be- 
came resident in Canada; while it was resident in 
Canada and before the end of the year 


exceeds 


(ii) the total,of amounts determined under subpara- 
graph (g)(ii) in-respect of the corporation for taxation 
years ending after it last became resident .in.Canada 
and not later than the end. of the year, 


(j) such portion of the total of all amounts, each of which 
is an amount by which the amount referred to in para- 
graph (a) is increased. by virtue of paragraph 12(1)(0), 
18(1)(1.1) or (m) or subsection 69(6) or (7), as is not de- 
ductible under paragraph (f) or (h), and 


(k) where, at any time after December da 1979, the cor- 
poration has, in the taxation year, disposed of property 
(in this paragraph and paragraph (a.4) referred to as 
“qualified property”) used by it immediately before that 
time for the purpose of gaining or producing income 
from a business carried on by it in Canada to a Canadian 
corporation that was, immediately after the disposition, 
its subsidiary wholly-owned corporation (inthis para- 
graph referred to as the “‘purchaser corporation’) for con- 
sideration that includes shares of the capital stock of the 
purchaser corporation, the total of all amounts each of 
which is an amount in respect of a disposition in the year 
of a qualified property equal to the amount, if any, by 
which 


(i) the fair market value of the sea hee property at 
the time of its disposition 


exceeds the total of 


(ii) the amount, if any, by which the paid-up capital 
in respect of the issued and outstanding shares of the 
capital stock of the purchaser corporation increased 
by virtue of the disposition, and 


(iii) the fair market value, at the time of receipt, of 
the consideration (other than shares) given by the 
purchaser corporation, for the qualified property. 

Para. 219(1)(a.3) amended by 1994, c. 7, Sch. VIII (1993, c. 24), 


subsec. 126(1), applicable after December 20, 1991. Para. (a.3) for- 
merly read: 


(a.3) the amount deducted by the corporation under paragraph 
20(1) (v.1) in computing the amount referred to in paragraph 
(a), 
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Para. 219(1)(e) amended by 1994, c. 7; Sch. VII (1993, c. 24), sub- 
sec, 126(2), applicable to. taxation years ending after June 1989. 
Para, (e) formerly, read: 


(e), the tax payable by it under Part I for the year less, where 
the corporation was, at no time in the year, resident in Can- 
ada, that proportion thereof that the amount determined under 
paragraph (d) in respect of the corporation for the year is of 
the corporation’s amount taxable for the year, 


Para. 219(1)(£.1) added by 1994, c. 7, Sch. II (1991, c. 49), s. 180, 
applicable to interest and penalties paid in 1988 ef seq. 
Pre-RSC History: Para. 219(1)(j) substituted by 1980-81-82-83, 
c. 68, s. 116, applicable to 1981 et seq., to add reference to para. 
18(1)d.1). | 3 

Paras. 219(1)(a.4), (k) added by 1980-81-82-83, c. 48, subsecs. 
101(1), (2), applicable after December 11, 1979. 

Paras. 219(1)(a.2), (a.3), Gj) added by 1976-77, c. 4, subsecs. 74(1), 
(2), applicable, as to paras. 219(1)(a.2), (a.3), to 1976 et seq. and, as 
to para: 219(1)(j), to taxation years ending after May 6, 1974. 


Para. 219(1)(a.1) added by 1974-75-76, c. 26, s..123, applicable to 
taxation. years ending after May 6; 1974. 


Regulations: 808 eee in respect of investment in property 
in Canada). . 


interpretation Bulletins: See list at end of s. 219. 


(1.1) Excluded gains — For the purposes of sub- 
section (1), paragraph 115(1)(b) shall be read with- 
out reference to subparagraphs (i) and (iii) to (xii). 


History: Subsec. 219(1.1) added iby 1998, c. 19, subsec. 219(1), 
applicable to taxation years that begin after 1995. 


(2) Exempt corporations — No tax is payable 


under this Part for a taxation year by a corporation 


that was, throughout the year, 
(a) a bank; | 
(b), a corporation whose principal business was 
-. (i) the transportation of persons or goods, 
(ti) communications, or 
(iii) mining iron ore in Canada; or 


(c) a corporation exempt from tax under section 
149. 


(3) Provisions applicable to Part — Sections 
150 to 152, 154, 158, 159 and 161 to 167 and Divi- 
sion J of Part I are applicable to this Part with such 
modifications as the circumstances require. 


Pre-RSC History: Subsec. 219(3) substituted by 1985, c. 45, 
subséc. 111(1). Subsec. 219(3) formerly read: 


(3) Provisions applicable to Part — Sections 150 to 167, 
except sections 153, 155, 156, 157 and 160, are applicable 
mutatis mutandis to this Part. 


Interpretation Bulletins: See list at end of s. 219. 


(4) Non-resident insurers — No tax is payable 
under subsection (1) for a taxation year by a non- 
resident insurer, but where it elects, in prescribed 
manner and within the prescribed time, to deduct, in 
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computing its Canadian investment fund as of: the 
end of the immediately following taxation year, an 
amount not greater than the amount, if any, by which 


(a) the amount, if any, by which the total of 


(i) the insurer’s surplus funds derived from 
operations as of the end of the year, and 


(i.1) where, in any particular taxation year that 
began before the end of the year, the insurer 
transferred to a taxable Canadian corporation 
with which it did not deal at arm’s length any 
designated insurance property of the insurer 
for the particular year, and . 


(A) the property was transferred before | 


December 16, 1987 and subsection 
138(11.5) of the Income Tax Act, chapter 
148 of the Revised. Statutes. of Canada, 
1952, applied in respect of the transfer, or 


(B) the property was transferred before 
November 22, -1985-and. subsection 85(1) 
of that Act applied in respect of the 
transfer, behing’ 


the amount, if any, by which 


(C) the total of the fair market value, at the 
time of the transfer, of all such property 


exceeds 


(D) the total of the insurer’s proceeds of 
disposition of all such property, 


exceeds the total of 


(ii) each amount on which the insurer has paid 
tax under this Part for a previous taxation 
year, | Rit ; 


(iii) the amount, if any, by which the insurer’s 
accumulated 1968 deficit exceeds the amount 
of the insurer’s. maximum: tax. actuarial 
reserves for its 1968 taxation year for its life 
insurance policies in Canada, 


(iv) the insurer’s loss, if any, for each of its 5 
consecutive taxation years ending with its 
1968 taxation year,.from all insurance busi- 
nesses (other than its life insurance business) 
carried on by it in Canada (computed without 
reference to section 30 of the Income Tax Act, 
chapter 148 of the Revised Statutes of Can- 
ada, 1952, as it read in its application to those 
years), except to the extent that any such loss 
was deductible in computing its taxable in- 
come for any of its taxation years ending 
before 1969, and ‘aie 
(v) the total of all amounts in respect of which 
the insurer has filed an election under subsec- 
tion (5.2) for a previous. taxation year in ac- 
cordance with that subsection, 


exceeds 


(b) the amount of the insurer’s attributed surplus 
for the year, 


the insurer shall, on-or before the day on or before 
which it is required’ to file a return under Part I for 
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the year, pay a tax for the year equal to 25% of the 
amount, if any, by which the amount it has so elected 
to deduct exceeds the amount in respect of which it 
filed an election under subsection (5.2) for the year 
in accordance with that subsection. 


Related Provisions: 181.3(3)(d)(i)(A), 190.13(c)(i)(A) — Effect 
on capital tax. 


History: The opening words of subpara. 219(4)(a)(i.1) amended by 
1997, c. 25, subsec. 65(1), applicable to 1997 et seq. The opening 
words formerly read: 


(1.1) where, in any taxation year commencing before the end 
of the year, the insurer transferred to a taxable Canadian cor- 
poration with which it did not deal at arm’s length any prop- 
erty used by it in the year in, or held by it in the year in the 
course of (within the meaning assigned by subsection 
138(12)), carrying on an insurance business in Canada; and 


Pre-RSC History: Subpara. 219(4)(a)(i.1) substituted by 1988, c. 
55, subsec. 166(1), applicable to taxation years commencing after 
June 17, 1987 that end after 1987, except that, where:a business was 
transferred by a non-resident insurer after December 15,1987 and 
before 1988, subpara. 219(4)(a)(i.1) is applicable to taxation years 
of the insurer that end after December 15, 1987. Subpara. (a)(i.1) 
formerly read: 


(i.1) where in any taxation year commencing before the end 
of the year, the insurer transferred to its qualified related cor- 
poration or to a subsidiary wholly-owned corporation of such 
a corporation any property used by it in the year in, or held by 
it in the year in the course of (within the meaning assigned by 
paragraph 138(12)(1)), carrying on an insurance business in 
Canada, the aggregate of all amounts each of which is the 
amount, if any, by which 


(A) the fair market value of the property at the time of 
the transfer exceeds rye veh ty 


(B) the insurer’s proceeds of disposition of the property, 


Subsec. 219(4) substituted by. 1980-81-82-83, c. 48, subsec, 101(3), 
applicable after December 31, 1979. Subsec. (4) formerly read: 


(4) No tax is payable under subsection (1) for a taxation year 
by a non-resident insurer, but. where it elects, in prescribed 
manner and within the prescribed time, to deduct, in comput- 
ing its Canadian investment fund as of the end of the immedi- 
ately following taxation year, an amount not greater than the 
amount, if any, by which 


(a) the amount, if any, by which 


(i) its surplus funds derived from operations as of the 
end of the year 


exceeds the aggregate of 


(ii) each amount on which the insurer has paid tax 
under this Part for a previous taxation year, 


(ili) the amount, if any, by which the insurer’s accu- 
mulated 1968 deficit exceeds the amount of the in- 
surer’s maximum tax actuarial reserves for its 1968 
taxation year for its life insurance policies in Canada, 
and 


(iv) the insurer’s loss, if any, for each of its S consec- 
utive taxation years ending with its 1968 taxation 
year, from all insurance businesses (other than its life 
insurance business) carried on by it in Canada (com- 
puted without reference to section 30 as it read in its 
application to those years), except to the extent that 
any such loss was deductible in computing its, taxa- 
ble income for any of its taxation years ending before 
1969, 


exceeds 


(b) the amount of its attributed surplus for the year, it 
shall, on or before the day on or before which it is re- 
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quired to file a return under Part I for the year, pay a tax 
for the year equal to 25% of the amount it has: so elected 
to deduct. 


Subsec, 219(4) substituted by 1977-78, c. 32,.s.52, applicable to 


1978, et;seg. Subsec, (4) formerly read: 


(4) No tax is payable under subsection (1) for a taxation year 
by a non-resident insurer, but where it elects, in prescribed 
manner and within the prescribed time, to deduct, in comput- 
ing its Canadian investment fund as of the end of the immedi- 
ately following taxation year, an amount not greater than the 
amount, if any, by which | 


(a) the amount of its Canadian investment fund as of the 
end of the year ; 


exceeds 


(b) the amount, as determined for the purposes of the rel- 
evant authority, of such of the insurer’s liabilities (other 
than liabilities in respect of amounts payable out of seg- 
regated funds) as of the end of the year as may reasona- 
bly be regarded to have been incurred by it in the course 
of carrying on its insurance businesses in Canada, ' 


it shall, on.or before the day on or before which it is required 
to file a return under Part I for the year, pay a tax for the year 
equal to 25% of the amount it has so elected to deduct, 


Regulations: 2403(1) (prescribed manner and time). 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 


148 of the Revised Statutes of Canada, 1952”). 
Interpretation Bulletins: See list at end of s. 219. 


(5) [Repealed under former Act] 


Pre-RSC History: Subsec: 219(5.1) substituted for subsecs. | 


219(5)-(6) by 1977278, c. 32; s. 52. For details see Pre-RSC History 
following subsec. 219(6). 


(5.1) Additional tax on insurer — Where a non- 
resident insurer ceases in a taxation year to carry on 
all or substantially all of an insurance business in 
Canada, it shall, on or before its filing-due date for 
the year, pay a tax for the year equal to 25% of the 
amount, if any, by which 


(a) that portion of the amount determined under 
paragraph (4)(a) for the year in respect of the in- 


surer that can reasonably be attributed to the busi- | 


ness, including the disposition by it of property 
that was its designated insurance property in re- 

- spect of the business for the year in which the 
disposition occurred, 


exceeds 


(b) the amount the insurer and a qualified related 
corporation of the insurer jointly elect in accor- 
dance with subsection (5.2) for the year in respect 
of the business. 


Related Provisions: 18(1)(t) — Tax is non-deductible. 


History: Subsec. 219(5,1) amended by 1997, c. 25, subsec. 65(2), 
applicable to 1997 et seg. Subsec. (5.1) formerly read: 


(5.1) Where, in a particular taxation year, a non-resident in- 
surer has ceased to carry on all or substantially all of an insur- 
ance business in Canada, it shall, on or before the day on or 
before which it is required to file a return of income under 
Part I for the particular year, pay a tax for the year equal to 
25% of the amount, if any, by which 


(a) that portion of the amount determined under para- 
graph (4)(a) for the particular year in respect of the non- 
resident insurer that can reasonably be attributed to the 
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business including the disposition by it of property that 
was, at the time of the disposition, used by it in the year 
in, or held by it in the year in the course of (within the 
meaning assigned by subsection 138(12)), carrying on 
the business 


exceeds 


(b) the amount in respect of which the non-resident in- 
surer and a qualified related corporation of the insurer 
have jointly elected in accordance with subsection (5.2) 
for the particular year in respect of the business. 


(5.2) Election by non-resident insurer — 
Where ih 


(a) a non-resident insurer has ceased to carry on 
_all or substantially all of an insurance business in 
Canada in a taxation year, and | 


(b) the insurer has transferred the business to a 
qualified related corporation of the insurer and 
the insurer and the corporation have elected to 
have subsection 138(11.5) apply in respect of the 
transfer, 


the insurer and the corporation may elect, in pre- 
scribed manner and within prescribed time, to reduce 
the amount in respect of which the insurer would 
otherwise be liable to pay tax under subsection (5.1) 
by an amount not exceeding the lesser of 


(c) the amount determined under paragraph 
(5.1)(a) in‘respect of the insurer in respect of the 
business, and 


(d) the total of the paid-up capital of the shares of 
the capital stock of the corporation received by 
the insurer as consideration for the transfer of the 
business and any contributed surplus arising on 
the issue of those shares. . 
Related Provisions: 138(11.9) — Computation of contributed 
surplus; 181.3(3)(d)(i)(A), 190.13(c)(i)(A) — Effect on capital tax. 
Regulations: 2403(2) (prescribed manner and time). 
Interpretation Bulletins: See list at end of s. 219. 


(5.3) Deemed payment of dividend — Where, 
at any time in a taxation year, 


(a) a qualified related corporation of a non-resi- 
dent insurer ceases to be a qualified related cor- 
poration of that insurer, or 


(b) the tax deferred account of a qualified related 
corporation of a non-resident insurer exceeds the 
total of the paid-up capital in respect of all the 
shares of the capital stock of the corporation and 
its contributed surplus, 


the corporation shall be deemed to have paid, imme- 
diately before that time, a dividend to the insurer in 
an amount equal to 
(c) where paragraph (a) is applicable, the balance 
of the tax deferred account of the corporation at 
that time, or 
(d) where paragraph (b) is applicable, the amount 
of the excess referred to in that paragraph at that 
time. 


Related Provisions: 138(11.9)— Computation of contributed 
surplus. 
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Interpretation Bulletins: See list at end of s. 219. 


(6) [Repealed under former Act] 


Pre-RSC History: Subsecs. 219(5.1) to (5.3) substituted by 1988, 
c. 55, subsec. 166(2). Subsecs. 219(5.1) and (5.2) applicable to ces- 
sations of a business after December 15, 1987; subsec. 219(5.3) ap- 
plicable after December 15, 1987. Subsecs. 219(5 1). ton(5.9) for: 
merly read: 


(5.1) Additional tax on insurer — Where in a taxation year a 
non-resident insurer has ceased to carry on its insurance busi- 
nesses in Canada, no tax is payable by it under subsection (4) 
for the year and it shall, on or before the day on or before 


(c) a qualified related corporation ceases to be such a 
corporation, 


the corporation shall be deemed to have paid immediately 
before that time to the non-resident person who was a share- 
holder, immediately before that time, of the corporation a div- 
idend equal to 
(d) where paragraph (a) or (b) is applicable, the amount 
of the excess determined in paragraph (a) or (b), as the 
case may be, or 


(e) where paragraph (c) is applicable, the balance of its 
tax deferred account at that time. 


which it is required to file a return under Part I for the year, Para. 219(5.2)(d) substituted by 1980-8 1-82-83, c.. 140, subsec. 
pay a tax for the year equal to 25% of the amount, if any, by 120(1), applicable after December 11, 1979. 


pebbled i ! Subsec. 219(5.1) substituted, subsecs. 219(5.2), (5.3) added by 
(a) the amount determined under paragraph (4)(a) for the 1980-8 1-82-83, c. 48, subsec. 101(3), applicable after December ele 
year 1979. Subsec. (5.1) formerly read: 

exceeds (5.1) Where in a taxation year a non-resident insurer has 


(b) the amount in respect of which it filed an election 
under subsection (5.2) for the year in accordance with 
that subsection. 


(5.2) Election by non-resident insurer — Where a non-resi- 
dent insurer 


ceased to carry on its insurance businesses in Canada, no tax 
is payable by it under subsection (4) for the year and it shall, 
on or before the day on or before which it is required to file a 
return under Part I for the year, pay a tax for the year equal to 
25% of the amount determined under paragraph (4)(a) for the 
year. 


(®) has 'ceased ‘fo carry ‘on its insurance businesses in’ | gupsec 219(5.1) substituted for subsecs. 219(5)-(6) by 1977-78, c. 
Canada in a taxation year, or 32, s. 52, applicable to 1978 et seg. Subsecs. 219(5)-(6) formerly 
(b) is entitled to make an election in a taxation year under read: 


subsection (4), 


a qualified related corporation of the non-resident insurer 
may make an election jointly with the non-resident insurer in 
prescribed manner and within prescribed time, 


(c) where paragraph (a) is applicable, to reduce the 
amount in respect of which the non-resident insurer 
would otherwise be liable to pay tax under subsection 
(5.1), or 


(d) where the non-resident insurer has made an election 

under subsection (4), to reduce the amount on which it 

would otherwise be liable to pay tax under. that ~ 
subsection, 


by an amount not exceeding the amount, if any, by which 


(e) where the qualified related corporation is one de- 
scribed in subparagraph (8)(a)(ii) or (8)(b)(ii), the paid- 
up capital of the corporation at the time of making the 
election, or ! 


(f) in any other case, the aggregate of the paid-up capital 
and the contributed surplus of the corporation at the time 
of making the election 


exceeds the aggregate of 


(g) the aggregate of all amounts in respect of which the 
non-resident insurer and the corporation have, before the 
time of making the election, made an election jointly for 
the purposes of paragraph (d), and 


(h) the amount, if any, by which the amount determined, 
at the time of making ‘the election, in paragraph (e) or (f), 
as the case may be, exceeds the fair market value at that 
time of all of the issued and outstanding shares of the 
capital stock of the corporation. 


(5.3) Presumption — Where, at any time in a taxation year, 


(a) the tax deferred account of a qualified related corpo- 
ration described in subparagraph (8)(a)(ii) or (8)(b) (ii) 
exceeds its paid-up capital at that time, 


(b) the tax deferred account of a qualified related corpo- 
ration described in subparagraph (8)(a)(i) or (8)(b)(i) ex- 
ceeds the aggregate of its paid-up capital and contributed 
surplus at that time, or 
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(5) Additional tax on insurer — In addition to any tax paya- 
ble by it under subsection (4), a non-resident insurer (other 
than an insurer who, in the taxation year, has ceased to carry 
on its insurance businesses in Canada), shall,-on or before the 
day on or before which it is required to file a return under 
Part I for a taxation year, pay a tax for the year equal to 25% 
of the amount, if any, by which 


(a) the amount of its Canadian investment fund as of the 


end of the year 
€ 


exceeds 


(b) the greater of the value, as of the end of the year, of 

the Canadian assets owned by it at that time and the 

value, as of a time not later than the day on or before ' 
which the insurer is required to file a return under Part | 

for the year, of the Canadian assets owned by it at that 

time. 


(5.1) Idem — Where in a taxation year:a non-resident insurer 
has ceased to carry on its insurance businesses in Canada, it 
shall, on or before the day on or before which it is required to 
file a return under Part I for the year, pay a tax for the year 
equal to 25% of the amount, if any, by which . 


(a) its surplus funds derived from operations (within the 
meaning given that expression in paragraph 138(12)(0)) 
as of the end of the year 


exceeds the aggregate of 


(b) each amount that the insurer has’ elected under. sub- 
section (4) to deduct in computing its Canadian invest-- 
ment fund for the taxation year (within the meaning 
given that expression in subsection 138(14)) or for any 
previous taxation year, or on which the insurer has paid 
tax under subsection (5) or (6) for any such previous 
year, | 


(c) the amount, if any, by which the insurer’s accumu- 
lated 1968 deficit (within the meaning given that expres- 
sion in paragraph 138(12)(a)) exceeds the amount of the 
insurer’s maximum tax actuarial reserves (within the 
meaning given that expression in paragraph 138(12)(h)) 
for its 1968 taxation year for its life insurance policies in 
Canada, and Ise 
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(d) the insurét’s loss; if.any, for each of its five consecu- 
tive taxation years ending with its 1968 taxation year, — 
from all insurance businesses (other than its life insur- 
ance business) carried on by it in Canada, except to the 
extent that any such loss was deductible in computing its 
taxable income for any of its taxation 'years.ending before 
1969. 


(6) Where election under subsec. 138(9) — Where a non- 
resident insurer‘(other than an insurer who, in the taxation 
year, has ceased to carry. on its. insurance businesses in Can- 
ada), has made an election under subsection 138(9) in respect 
of a taxation year, no tax is payable by it under subsection (4) 
or (5) for the year or the immediately preceding taxation year 
but the insurer shall, on or before the day on or before which 
it is required to file.a return under Part I for the year, pay a 
~ tax for the year equal to 25% of the amount, if any, by which 
the amount that would, if the insurer had not so elected, be 
the insurer’s Canadian investment fund as of the end of the 
year exceeds the value, as,of the end of the year, of property 
of the insurer used by it in the year im, or held by it in the year 
in the course of carrying on its insurance businesses in 
Canada. 


Subsecs. 219(5), (6) substituted, (5:1) added by’ 1976-77, ¢. 4, sub- 
sec. 74(3), applicable, as to subsec. 219(5.1), in respect of non-resi- 
dent insurers who cease to carry on their insurance businesses in 
Canada after October 31, 1976 and, as to subsecs. 219(5), (6), to 
1977 et seg. and to insurers who cease to carry on their insurance 
businesses in Canada during their 1976 taxation years and after Oc- 
tober 31, 1976: Subsecs. 219(5), (6) formerly read: . 


(5) Additional tax on. non-resident insurer — In addition to 
any tax payable by it under subsection (4),.a non-resident in- 
surer shall, on or before the day on or before which it is re- 
quired to file a return under Part I for a taxation year, pay a 
tax for the year equal to 25% of the amount, if any, by which 


(a) the amount of its Canadian investment fund as of the 
end of the year 


exceeds 


(b) the greater of the value, as of the end of the year, of 
the Canadian assets owned by it at that time and the 
value, as of a time not later than the day on or before 
which the insurer is required to file a return under Part I 
for the year, of the Canadian. assets owned by it at that 
time. 


(6) Where election under subsec. 138(9) — Where a non- 
resident insurer has made an election under subsection 138(9) 
in respect of a taxation year, no tax is payable by it under 
subsection (4) or (5) for the year or the immediately preced- 
ing taxation year but the insurer shall, on or before the day on 
or before which it is required to file a return under Part I for 
the year, pay a tax for the year equal to 25% of the amount, if 
any, by which the amount that would, if the insurer had not so 
elected, be the insurer’s Canadian investment fund as of the 
end of the year exceeds the value, as of the end of the year, of 
property of the insurer used by it in the year in, or held by it 
in the year in the course of, carrying on its insurance busi- 
nesses in Canada. é 


(7) Definitions — In this Part, 


“accumulated 1968 deficit’? of a life insurer means 


such amount as can be established by the insurer to 
be its deficit as of the end of its 1968 taxation year 
from carrying on its life insurance business in Can- 
ada on the assumption that the amounts of its assets 
and liabilities (including reserves of any kind) 


(a) as of the end of any taxation year before its 
1968 taxation year, were the amounts thereof de- 
termined for the purposes of the Superintendent 
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of Insurance for Canada or other similar officer, 
and 


(b) as of the end of its 1968 taxation, year, were 


(i) in respect of depreciable property, the capi- 
tal cost thereof as of the first day of its 1969 
taxation year, 


(ii) in respect of policy reserves, the insurer’s 
maximum tax actuarial reserves for its 1968 
taxation year for life insurance-policies issued 
by it in the course of carrying on its life insur- 
ance business in Canada, and art 


(iii) in respect of other assets and liabilities, 
the amounts thereof determined as of the end 
of that year for the purpose of computing its 
income for its 1969 taxation year; 

History: The definition “accumulated 1968 deficit” in subsec. 


219(7) amended by 1997, c. 25, subsec. 65(3), applicable to 1997 et 
seq. The definition formerly read: 


“accumulated 1968 deficit” has the meaning assigned by sub- 
section 138(12); p aneee 
Pre-RSC History: The definition “accumulated 1968 deficit” was 
para. 219(7)(b). 
Paras.:219(7)(b),. (b.1), (b.2) substituted for 219(7)(b) by. 1985, c. 
45, subsec..111(2). Para. 219(7)(b). formerly, read: 


(b) “accumulated 1968 deficit”, “life insurance policy in Can- 
ada”, “maximum tax actuarial reserves” and, “surplus funds 
derived from operations” have the meanings given those ex- 
pressions in subsection 138(12); and 


“attributed surplus” of an insurer for a taxation 
year has the meaning assigned by regulation; 


History: The definition “attributed surplus” in subsec. 219(7) 
amended by 1997, c. 25, subsec. 65(3), applicable to 1997 et seq. 
The definition formerly read: 


“attributed surplus for the year” has the meaning prescribed 
for that expression; : 


Pre-RSC History: The definition “attributed surplus for the year” 
was para: 219(7)(a). 


Regulations: 2405(3) (meaning of “attributed surplus for the 
year”). 

“Canadian investment fund” has the meaning pre- 
scribed for that expression; 


Pre-RSC History: The definition “Canadian investment fund” 
was para. 219(7)(a). 


Regulations: 2405(3) (meaning of “Canadian investment fund”). 


‘maximum tax actuarial reserves” has the mean- 
ing assigned by subsection 138(12); 


Pre-RSC History: The definition “maximum tax actuarial 
reserves” was para. 219(7)(b.1), 


See also under “accumulated 1968 deficit” above. 


“surplus funds derived from operations” has the 
meaning assigned by subsection 138(12); 


Pre-RSC History: The definition “surplus funds 3” 
219(7)(b.2). 


See also under “accumulated 1968 deficit” above. 


was para. 


“tax deferred account” of a qualified related corpo- 
ration at any time means the amount determined by 
the formula 
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A=B 
where 


A is the total of all amounts each of which is an 
amount in respect of which the qualified related 
corporation and a non-resident insurer have 
elected jointly before that time in accordance 
with subsection (5.2), and 


Bis the total of all amounts each of which is the 
amount of a dividend deemed by subsection (5.3) 
to have been paid by the qualified related corpo- 
ration before that time. 


Related Provisions: 257 — Formuia cannot calculate to less than 
zero. 


Pre-RSC History: The definition “tax deferred account” was 
para. 219(7)(c). The pre-R.S.C. version read: 


(c) “tax deferred account” of a qualified related corporation 
_at any time means the amount, if any, by which 


(i) the aggregate of all amounts each of which_is an 
amount in respect of which the qualified related corpora- 
tion and a non-resident insurer have elected jointly 
before that time in accordance with subsection (5.2) 


exceeds 


(ii) the aggregate of all amounts each of which is the 
amount of a dividend deemed by subsection (5.3) to have 
been paid by the qualified related corporation before that 
time. 


Pre-RSC History [subsec. 219(7)]: Para. 219(7)(c) added by 
1980-81-82-83, c. 48, subsec. 104(4) applicable after December 1a? 
1979. 


Subsec. 219(7). substituted by 1977-78, c. 32; 5.52, applicable. to 
1978 et seg. Subsec. 219(7) formerly read: 


(7) Definitions — In this Part, 


(a) “Canadian asset” and “Canadian investment fund’ 
have the meanings prescribed for those expressions; 


(b) “property used in the year in, or held in the year in the 
course of” carrying on business in Canada has, where ap- 
plicable, the meaning assigned by subsection 138(12); 


(c) “relevant authority” has the meaning given that ex- 
pression in subsection 138( 12): 


(d) “segregated fund” has the meaning given that expres- 
sion in subsection 148(1); and 


(e) “value”, in relation to a property, has the meaning 
prescribed. 


Para. 219(7)(e) substituted by 1977-78, c. 1, s.°96, applicable to 
1978 et seq. Para. (e) formerly read: 


(e) “value”, 


(i) in relation to land other than depreciable property 
means the capital cost thereof to the Owner, 


(ii) in relation to depreciable property means the un- 
depreciated capital cost, as defined in subsection 13(21), 
of such property to the owner, 


(iii) in relation to any property not described in subpara- 
graph (i) or (ii), means, 


(A) where the owner is a life insurer resident in Can- 
ada, the maximum value thereof as determined for 
the purposes of the relevant authority, and 


(B) in any other case, the maximum value thereof as 
it would have been determined for the purposes of 
the relevant authority if the owner had been a life in- 
surer resident in Canada and registered under the Ca- 
nadian and British Insurance Companies Act to carry 
on an insurance business in Canada. 


Income Tax Act 


Cls. 219(7)(e)(ii)(A), (B) substituted by 1976-77, c. 4; subsec. 
74(4), applicable to 1976 et seq., to substitute “maximum value” for 
“value”. 


Interpretation Bulletins: See list at end of s. 219. 


(8) Meaning of “qualified related corpora- 
tion” — For the purposes of this Part, a corporation 
is a “qualified related corporation” of a particular 
corporation if it is resident in Canada and all of the 
issued and outstanding shares (other than directors’ 
qualifying shares) of its capital stock (having full 
voting rights under all circumstances) are owned by 


(a) the particular corporation, 


(b) a subsidiary wholly-owned corporation of the 
particular corporation, 


(c) a corporation of which the particular corpora- 
tion is a subsidiary wholly-owned corporation, 


(d) a subsidiary wholly-owned corporation of a 
corporation of which the particular corporation is 
also a subsidiary wholly-owned corporation, or 


(€) any combination of corporations each of 
which is a corporation described in paragraph (a), 
(b), (c) or (d), 
and, for the purpose of this subsection, a subsidiary 
wholly-owned corporation of a particular corpora- 
tion includes any subsidiary wholly-owned corpora- 
tion of a corporation that is a subsidiary wholly- 
owned corporation of the particular corporation. 
Related Provisions: 134 — Status of non-resident-owned inyest- 
ment corporation for purposes of s. 219. 
History: Subsec. 219(8) amended by 1998, c. 19, subsec. 219(2), 
applicable to taxation years that begin after 1995. Subsec. 219(8) 
formerly read: 
(8) For the purposes of this Part, a corporation is a “qualified 
related corporation” of a non-resident insurer if it is resident 
in Canada and all of the issued and outstanding shares (other 
than directors’ qualifying shares) of the capital stock of the 
corporation (having full voting rights under all circum- 
stances) are owned by 
(a) the insurer, 
(b) a subsidiary wholly-owned corporation of the insurer, 


(c) a corporation of which the insurer is a subsidiary 
wholly-owned corporation, 


(d) a subsidiary wholly-owned corporation of a corpora- 
tion of which the insurer is also a subsidiary wholly- 
owned corporation, or 


(€) any combination of corporations each of which is a 
corporation described in paragraph (a), (b), (c) or (d), 


and, for the purpose of this subsection, a subsidiary wholly- 
owned corporation of a particular corporation includes any 
subsidiary wholly-owned corporation of a corporation that is 
a subsidiary wholly-owned corporation of the particular 
corporation. 
Pre-RSC History: Subsec. 219(8) substituted by 1988, c._55, 
subsec. 166(3), applicable after December 15, 1987. Subsec. 219(8) 
formerly read: 
(8) “qualified related corporation” — For the purposes of 
this Part, a corporation is a “qualified related corporation” of 
a non-resident insurer if 


(a) it is a subsidiary wholly-owned corporation of the 
non-resident insurer, is resident in Canada and 


(i) carries on an insurance’ business in Canada; or 
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(ii) owns all the issued and outstanding shares (ex- 
cept directors’ qualifying shares) of another corpora- 
tion that is resident in Canada and carries on an in- 

~ surance business in ‘Canada; or 


(b) it is a subsidiary wholly-owned corporation of a non- 
resident corporation that is a subsidiary wholly-owned 
corporation of another non-resident corporation of which 
the non-resident insurer is a subsidiary wholly-owned 
corporation, is resident in Canada and ; 


(i) carries on an insurance business in Canada, or 


(ii) owns all the issued and outstanding shares (ex- 
cept directors’ qualifying shares) of another corpora- 
tion that is resident in Canada and carries on an in- 
surance business in Canada. 


Subparas. 219(8)(a)(ii), (b)(i) substituted by 1980-8 1-82-83, c. 140, 
subsecs. 120(2), (3), applicable after December 11, 1979. 


Subsec. 219(8) added by 1980-81-82-83, c.:48, subsec. 101(5), ap- 
plicable after December 11, 1979. 


Definitions [s. 219]: “accumulated 1968 deficit” — 138(12), 
219(7); “allowable capital loss” — 38(b), 248(1); “amount” — 
248(1); “arm’s length” — 251(1); “attributed surplus” — 219(7), 
Reg. 2405(3); “base amount” — 219(1)(a); “business” — 248(1); 
“Canada” — 255; “Canadian corporation” — 89(1), 248(1); “Cana- 
dian investment fund” — 219(7), Reg. 2405(3); “carrying on busi- 
ness” — 253; “corporation” — 248(1), Interpretation Act 35(1)s 
“depreciable property” — 13(21), 248(1); “designated insurance 
property” — 138(12), 248(1); “dividend” — 248(1); “filing-due 
date” — 248(1); “insurer” — 248(1); “life insurance policy” — 
138(12), 248(1); “life insurer” — 248(1); “maximum tax actuarial 
reserve” — 138(12), 219(7); “non-resident” —248(1);. “paid-up. 
capital” — 89(1), 248(1); “person”, “prescribed”, “property” — 
248(1); “province” — Interpretation Act 35(1); “qualified, prop- 
erty” — 219(1)(1); “qualified related corporation” — 219(8); “regu- 
lation” — 248(1); “resident in Canada”. — 250; “share” — 248(1); 
“subsidiary wholly-owned corporation” — 219(8), 248(1); “surplus 
funds derived from operations” — 138(12), 219(7); “tax deferred 
account” — 219(7); “taxable Canadian corporation” — 89(1), 
248(1)“taxable Canadian property” —.115(1)(b), 248(1); “taxable 
capital gain” — 38(a), 248(1); “taxable income” — 2(2), 248(1); 
“taxable income earned in Canada” — 248(1); “taxation year” — 
249. 


Interpretation Bulletins [s. 219]: IT-137R3: Additional tax on 
certain corporations carrying on business in Canada; IT-393R2: 
Election re tax on rents and timber royalties — non-residents. 


219.1 Corporate emigration — Where a taxation 
year of a corporation is deemed by paragraph 
128.1(4)(a) to have ended at any time, the corpora- 
tion shall, on or before its filing-due date for the 
year, pay a tax under this Part for the year equal to 
25% of the amount, if any, by which 


(a) the fair market value of all the property 
owned by the corporation immediately before 
that time 


exceeds the total of 
(b) the paid-up capital in respect of all the issued 


and outstanding shares of the capital stock of the 


corporation immediately before that time, 


(c) all amounts (other than amounts payable by 
the corporation in respect of dividends and 
amounts payable under this section) each of 
which is a debt owing by the corporation, or an 
obligation of the corporation to pay an amount, 
that is outstanding at that time, and 


S. 219.1 


(d). where a tax was payable by the corporation 
under subsection 219(1) or this section for a pre- 
_ceding taxation year that began before 1996 and 
after the corporation last became resident in Can- 
ada, 4 times the total of all amounts that would, 
but.for sections 219.2 and 219.3 and any agree- 
ment or convention between the Government of 
Canada and the government of any other country 
that has the force of law in Canada, have been so 
payable. 
Related Provisions: 219.3 — Limitation of tax under 219.1 to 


rate under treaty; Canada-U.S: tax treaty, Art. [V:3 (Protocol) — 
Continuance in other jurisdiction. 


History: S. 219.1 amended by 1998, c. 19, s. 220, applicable to 
1996 et seg. S. 219.1 formerly read: 


219.1 Where at any time a corporation ceases to be a Cana- 
dian corporation, it shall, on or before the day on or before 
which it is required to file a return of income under Part I for 
its last taxation year that began before that time, pay a tax 
under this Part for that year equal to 25% of the amount, if 
any, by which the fair market value at that time of all the 
property owned by the corporation exceeds the total of 


(a) the paid-up capital in respect of all the issued and out- 
standing shares of the capital stock of the corporation at 
that time, and 


(b) all amounts, other than amounts payable by the cor- 
poration in respect of dividends and amounts payable 
under this section, each of which is the amount of any 
debt owing by the corporation, or any other obligation of 
the corporation to pay an amount, that is outstanding at 
that time. 


S. 219.1 substituted by. 1994, c. 21, s. 99, applicable after 1992 ex- 
cept that, where a corporation. elects in accordance with paragraph 
111(4)(a) of 1994, c. 21 (see under 250(5.1)), s. 219.1 as amended 
applies to the corporation from the time at which the corporation 
was first granted articles of continuation (or similar constitutional 
documents) in another jurisdiction. That section formerly read: 


219.1 Wheré a taxation year of a corporation is deemed by 
section 88.1 to have ended, it shall, on or before the day on or 
before which it is required to file a return of income under 
Part I for the year, pay a tax under this Part for that year equal 
to 25% of the amount, if any, by which 


(a) the total of all amounts each of which is the proceeds 
of disposition deemed by virtue of paragraph 88.1(e) to 
have been received by the corporation 


exceeds the total of 


(b) the paid-up capital in respect of all the issued and out- 
standing shares of the capital stock of the corporation im- 
‘mediately before the end of the year, and 


(c) all amounts, other than amounts payable by the corpo- 
ration in respect of dividends, each of which is the 
amount of any debt owing by the corporation, or any 
other obligation of the corporation to pay an amount, that 
was outstanding at the end of the year. 


Pre-RSC History: S. 219.1 added by 1980-81-82-83, c. 48, s. 102, 
applicable to 1980 et seq. 


Definitions: “amount” — 248(1); “Canadian corporation” — 
89(1), 248(1); “corporation” — 248(1), Interpretation Act 35(1); 
“dividend” — 248(1); “paid-up capital” —89(1), 248(1); “prop- 
erty” — 248(1); “share” — 248(1); “taxation year” — 249. 
Interpretation Bulletins: IT-137R3: Additional tax on certain 
corporations carrying on business in Canada; IT-451R: Deemed dis- 
position and acquisition on ceasing’ to be or becoming resident in 
Canada. 
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219.2 Limitation on rate of branch tax — Not- 
withstanding any other provision of this Act, where 
an agreement’ or convention between the Govern- 
ment of Canada and the government of another 
country that has the force of law in Canada 


(a) does not limit the rate of tax under this Part on 
corporations resident in that other country, and 


(b) provides that, where a dividend is paid by a 
corporation resident in Canada to a corporation 
resident in that other country. that owns all of the 
shares of the capital stock of the corporation. resi- 
dent in Canada, the rate of tax imposed.on the 
dividend shall not exceed a specified rate, 


any reference in section 219 to a rate of tax shall, in 
respect of a taxation year of a corporation to which 
that agreement or convention applies on the last day 
of that year, be read as a reference to the specified 
rate. i Ueged 2 


Related Provisions: Canada-U.S. tax treaty, Art. X:2 — Limit on 
withholding tax rate on dividends. ; . 


History: S, 219.2 substituted by 1994, c. 21, s. 100, applicable to 
1985 et seq. That section formerly read: 


219.2 Limitation on rate of Part XIV tax — Notwithstand- 
ing-any other provision of this Act, where.an agreement or 
convention between the-Government of Canada and. the gov- 
ernment of any other country that has the force of law in Can- 
ada 7 
(a) does not limit the rate of tax under this Part on corpo- 
rations resident in that other country, and 


(b) provides that where a dividend is paid by a corpora- 
tion resident in Canada toa resident of that other country 
the rate of tax imposed thereon shall not exceed a speci-- 
fied rate, ' 


any reference in this Part to a rate of tax shall, in respect of a 
taxation year of a corporation to which that agreement or con- 
vention applies on the last day of that year, be read as a refer- 
ence to the specified rate. 


Pre-RSC History: S. 219.2 added by 1985, c. 45, s. 112, ‘applica- 
ble to- 1985 et seq: , 


Definitions: “Canada” Lape “corporation” — 248(1), Interpre- 
tation Act 35(1); “dividend” —248(1): “property” — 248(1); “resi- 
dent in Canada” — 250: “share” — 248(1); “taxation year” — 249, 


Interpretation Bulletins: IT-137R3: Additional tax on certain 
corporations carrying on business in Canada. 


219.3 Effect of tax treaty — For the purpose of 
section 219.1, where an agreement or convention be- 
tween the Government of Canada and the govern- 
ment of another country that has the force of law in 
Canada provides that the rate of tax imposed on a 
dividend paid by a corporation resident in Canada to 
a Corporation resident in the other country that owns 
all of the shares of the capital stock of the corpora- 
tion resident in Canada shall not exceed a specified 
rate, the reference in section 219.1 to “25%” shall, in 
respect of a corporation that ceased to be resident in 
Canada and to which the agreement or convention 
applies at the beginning of its first taxation year after 
its, taxation year that is deemed by paragraph 
128.1(4)(a) to have ended, be read as a reference to 
the specified rate unless it can reasonably be con- 
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cluded that one of the main reasons that the corpora- 
tion became resident in the ‘other country was to re- 
duce the amount of tax payable under this Part or 
Part XIII. 


History: S. 219.3 amended by 1998, c. 19, s. 220.1, applicable to 
1996 et seq. S. 219.3 formerly. read: 


219.3 Effect of tax agreement or convention — For the 
purpose of section 219.1, where an agreement or convention 
between the Government of Canada and the government of 
another country. that has the force of law in Canada provides 
that, where a dividend is paid by a corporation resident in 
Canada to a corporation resident in. that other country that 
owns all of the shares of the capital stock of the corporation 
resident in Canada, the rate of tax imposed on the dividend 
shall not exceed a specified rate, the reference in section 
219.1 to a rate of tax shall, in respect of a corporation that 
ceased to: be a Canadian corporation and to which the agree- 
ment or convention applies on the first day of the taxation 
year after the taxation year in which the corporation ceased to 
be a Canadian corporation, be read as a reference to the speci- 
fied rate unless, having regard to. all the circumstances, it can 
reasonably be concluded that one of the main reasons for the 
corporation becoming resident in that other country was to 
reduce the amount of tax payable under this Part or Part XIII. 


S. 219.3 added by 1994, c. 21, 8. 100, applicable to 1985 et seg. 
except that, in applying 's. 219.3 to taxation years that end before 
July 1993, it shall be read without reference to the words “unless, 
having regard to all the circumstances, it can reasonably be con- 
cluded that one of the main reasons for the corporation becoming 
resident in that other country was to reduce the amount of tax paya- 
ble under this Part or Part XIII”. . 


Definitions: “Canadian corporation” — 89(1), 248(1); “corpora- 
Hon. —= 248(1), Interpretation Act 35(1); “dividend” — 248(1); 
“resident in Canada” — 250; “share” — 248(1); “taxation year — 
249. 


Part XV — Administration 
and Enforcement 


Administration 


220. (1) Minister’s duty — The Minister shall ad- 
minister and enforce this Act and control and. super- 
vise all persons employed to carry out or enforce this 
| Act and the Deputy Minister of National Revenue 
may exercise all the powers and perform the duties 
of the Minister under this Act. 


Related Provisions: 166 — Assessment not to be vacated by 
reason of Revenue Canada failure to follow proper. procedures; 
220(2.01) — Delegation of powers; Department of National Reve- 
nue Act — Establishment of Revenue Canada; Interpretation Act 
24(2) — Power of others to act for Minister; /nterpretation Act 
31(2) — Ancillary powers granted to enable work to be done. 
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History: “Deputy: Minister of National Revenue” substituted for » 


“Deputy, Minister-of National, Revenue for Taxation” in» subsec. 
220(1).by 1994, c. 13, subsec. 7(1), applicable, May 12, 1994. 


Selected Cases [subsec. 220(1)]: Wenger's Ltd. .v: MNR; 
[1992].2 €.T.C,.2479 (TCC) (Late payment “surcharge” on sale 
price of goods, was,“interest”). P 

Regulations: 900. (delegation of powers and duties to other 
officials). ' 
1.T. Technical News: No. 8 (publication of advance tax rulings); 
No, 9 (electronic publication of severed rulings). 


(2) Officers, clerks and employees — Such of- 
ficers, clerks and employees as are necessary to, ad- 
minister and enforce. this Act-shall. be, appointed or 
employed in the manner authorized by law. 


Related Provisions: 220(2.01) — Delegation of powers; Inter- 


pretation Act 23(1) — Public officers hold office during pleasure; 
Interpretation Act 31(2) — Ancillary powers granted to enable: 


work to be done. ’ 


(2.01) Delegation — The Minister may authorize 
an officer or a class of officers to exercise powers or 
perform duties of the Minister under this Act. | 

Related Provisions: Interpretation Act 23(1)— Public officers 


hold: office during pleasure; Interpretation Act 31(2).— Ancillary 
powers, granted to enable work. to. be, done. 


History: Subsec. 220(2.01) added by 1998, c. 19, subsec.221(1); in 
force on June 18, 1998. 


Subsec. 221(3) of the said c..19 provides: 


Any power or duty of the Minister of National Revenue delegated 
to. an officer or a class. of officers by a regulation made under 
para. 221(1)(f) before [June 18, 1998] continues to be delegated 
to that officer or that class of officers until an authorization by 
that’ Minister made under subsec. 220(2.01) changes the delega- 
tion of that power or duty. 


(2.1) Waiver of filing of documents — Where 
any provision of this Act or a regulation requires a 
person to file a prescribed form, receipt or other doc- 
ument, or to provide prescribed information, the 
Minister may waive the requirement, but the person 
shall provide the document or information at the 
Minister’s ‘request. ae hu, 

History: Subsec, 220(2.1) added by 1994, c, 7, Sch, VIII (1993, c. 
24), subsec. 127(1), applicable to 1992 et seq. 


Interpretation Bulletins: IT-495R2: Child care expenses. 


(3) Extensions for returns — The Minister may 
at any time extend the time for making a return 
under this Act. . 


Related Provisions: 220(3.2) — Late filing of elections. 


(3.1) Waiver of penalty or interest — The Min- 
ister may at any time waive or cancel all or any por- 
tion of any penalty or interest otherwise payable 
under this Act by.a taxpayer or partnership and, not- 
withstanding subsections 152(4) to (5), such assess- 
ment of the interest and penalties payable by the tax- 
payer or partnership shall be made as is necessary to 
take into account the cancellation of the penalty or 
interest. 

Related Provisions: 164(1.5) — Limitation of right to object; 
164(3.2) — Interest on refunds and repayments; 165(1.2) — Limita- 
tion of right to object; 225.1(1) —No collection restrictions follow- 
ing assessment. 


S.220(3.3) 


‘History: Subsec. 220(3.1) amended by 1994, c..7, Sch. VU (1993, 
-c. 24), subsec. 127(2), applicable, to. 1985 et seq. Subsec. (3.1) for- 
merly read: 


(3.1) Waiver of penalty or interest — The Minister may at 
any time waive or cancel all or any, portion of any penalty or 
interest otherwise payable under this Act by a taxpayer ora 
partnership. 


Subsec. 220(3.1) added by 1994, c. 7, Sch: IT (1991, ¢. 49), subsec. 
181(1), applicable'to penalties and interest-in respect of 1985 et seq. 
Selected Cases [subsec. 220(3.1)]: Bilida v. MNR, [1997] 2 
C.T.C. 143 (FCTD) (Court will review Ministet’s decision if all rel- 
evant factors not considered); Taylor v.. Canada, [1995] 2 C.T.C. 
2133 (TCC) (Provision applies only to penalties and interest paya- 
ble after assessment); Housser v. Canada, [1994] 2 C.T.C, 2233 
(TCC) (Court will not second-guess Minister on exercise of 
discretion); Montgomery v. Canada, [1994] 2 C.T.C. 57 (FCTD) 
(Minister’s power to waive interest and penalties applies to 1985 
and subsequent years); Wasson (P.G.) v. Canada, [1993] 21G.50.C4 
2338 (TCC) (Court had no jurisdiction to make declaratory judg- 
ment that Minister wrong not to waive interest and penalties). 


Information Circulars: 92-2; Guidelines for the cancellation and 
waiver of interest and penalties; 98-1: Collections policies (Draft). 


(3.2) Late, amended or revoked elections — 
Where . 

(a) an election: bya taxpayer ora partnership 
under a provision of this Act or a regulation that 
is a prescribed provision was not made on or 
before the day on or before which the election 
was otherwise required to be made, or 


(b) a taxpayer or partnership has made an election 
under a provision of this Act ora regulation: that 
is a prescribed provision, : 


the Minister may, on application by the taxpayer or 
the partnership, extend the time for making the elec- 
tion referred to in paragraph (a) or grant permission. 
to amend or revoke the election referred to.in para- 
graph (b).. | 

Related Provisions: 220(3) — Late filing allowed by extending 
time for return; 220(3.21) — Certain designations deemed to be 
elections; '220(3.3) — Date of late’ election, amended election or 
revocation; 220(3.4) — Consequential assessment; 220(3.5) — Pen- 
alty for late filed, amended or revoked elections. ' 


History: Subsec. 220(3.2) added by 1994, c. 7, Sch. TI (1991, c. 
49), subsec. 181(1), applicable to elections in respect of 1985 et seq. 


Selected Cases [subsec. 220(3.2)]: McNabb Family Trust v. 
Canada, {1996} 3.C.T.C. 126 (FCTD) (Testis whether Minister ac- 
ted arbitrarily or unfairly, not what Court might, have decided). 
Regulations: 600 (prescribed-proyisions), 


Information Circulars: 92-1; Guidelines for accepting late, 
amended or revoked elections. 


(3.21) Designations under section 80 and 
subsection 80.03(7) — For the purposes of sub- 
section (3.2), a designation in any form prescribed 
for the purpose of paragraph 80(2)(i) or any of sub- 
sections 80(5) to (11) or 80.03(7) shall be deemed to 
be. an election under a prescribed provision. of this 
Act. , 

History: Subsec. 220(3.21) added by 1995, c. 21, s. 42, applicable 
on Royal Assent. 


(3.3) Date of late election, amended election 
or revocation — Where, under ‘subsection (3.2), 
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the Minister has extended the time for making an 
election or granted permission to amend or revoke an 
election, 


(a) the election or the amended election, as the 
case may be, shall be deemed to have been made 
on the day on or before which the election was 
otherwise required to be made and in the manner 
in which the election was otherwise required to 
be made, and, in the case of an amendment to an 
election, that election shall be deemed, otherwise 
than for the purposes of this section, never to 
have been made; and 


(b) the election that was revoked shall be 
deemed, otherwise than for the purposes of this 
section, never to have been made. 


Related Provisions: 220(3.4) — Assessment to take late filing 
into account. ; 


History: Subsec. 220(3.3) added by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 181(1), applicable to elections in respect of 1985 ef seq. 


(3.4) Assessments — Notwithstanding subsec- 
tions 152(4), (4.01), (4.1) and (5), such assessment 
of the tax, interest and penalties payable by each tax- 
payer in respect of any taxation year: that began 
before the day an application is made under subsec- 
tion (3.2) to the Minister shall be made as is neces- 
sary to take into account the election, the amended 
election or the revocation, as the case may be, re- 
ferred to in subsection. (3.3), 

Related Provisions: 164(1.5)— Refunds; 164(3.2) — Interest 
on refunds and repayments; 165(1.1) — Limitation of right to,object 
to assessment or determination; 169(2)(a) — Limitation of right to 
appeal. 


History: Subsec. 220(3.4) amended by 1998, c. 19, subsec, 221(2). 
applicable to elections in respect of 1985 er seq. Subsec. 220(3.4) 
formerly read: 


(3.4) Assessments — Notwithstanding subsections 152(4), 
(4.1) and (5), such assessment of the tax, interest. and’ penal- » 
ties payable by each taxpayer in respect of any taxation year 
commencing before the day an application is made under sub- 
section (3.2) to the Minister shall be made as is necessary to 
take into account the election, the amended election or the 
revocation, as the case may be, referred to in subsection (373) 


Subsec. 220(3.4) added by 1994, c, 7, Sch. IE. (1991, c. 49), subsec. 
181(1), applicable to elections.in tespect of 1985 et seq. 


(3.5) Penalty for late filed, amended or 
revoked elections — Where, on application by a 
taxpayer or a partnership, the Minister extends the 
time for making an election or grants permission to 
amend or revoke an election, the taxpayer or the 
partnership, as the case may be, is liable to. a penalty 
equal to the lesser of 
(a) $8,000, and } : 
(b) the product obtained when $100 is multiplied 
by the number of complete months from the day 
on or before which the election was required to 
be made to the day the application was made in a 
form satisfactory to the Minister. 
Related Provisions: 220(3.6) — Assessment of penalty. 


History: Subsec. 220(3.5) added by 1994, c.7, Sch. IL (1991, ¢. 
49), subsec. 181(1), applicable to elections in respect of 1985 etseq: 
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(3.6) Unpaid balance of penalty — The Minister 
shall, with all due dispatch, examine each election, 
amended election and revoked election referred to in 
subsection (3.3), assess ‘any penalty payable and 
send a notice of assessment to the taxpayer or the 
partnership, as the case may be, and the taxpayer or 
the partnership, as the case may be, shall pay forth- 
with to the Receiver General the amount, if any, by 
which the penalty so assessed exceeds the total of ail 
amounts previously paid on account of that penalty. 


Related Provisions: 161(1 1)(c) — Interest on penalties. 


History: Subsec. 220(3.6) added by 1994, c. 7, Sch. IT (1991, °c. 
49), subsec. 181(1), applicable to elections in respect of 1985 et seg. 


(3.7) idem — The provisions of Divisions I and J of 
Part I apply, with such modifications as the circum- 
stances require, to an assessment made under this 
section as though it had been made under section 
| pays 


History: Subsec. 220(3.7) added by 1994, c..7, Sch. II (1991, c. 
49), subsec. 181(1), applicable to elections in respect of 1985 et seq. 


(4) Security — The Minister may, if the Minister 
considers it advisable in a particular case, accept se- 
curity for payment of any amount that is or may be- 
come payable under this Act. 


Related Provisions: 159(2) — Certificate before distribution; - 
222.1 — Application to awards of court costs. 


Pre-RSC History: Subsec. 220(4) substituted by 1984, c. 45,'s. 
88, applicable after February 15, 1984. Subsec. 220(4) formerly 
read: 


(4) Security — The Minister may, if he considers it advisable 
in a particular case, accept security for payment of taxes by 
way of mortgage or other charge of any kind whatever on 
property of the taxpayer or any other person or by way of 
guarantee from other persons. 


Regulations: 2200 (Minister may discharge security), 


(4.1) Idem — Where a taxpayer has objected to or 
appealed from an assessment under this Act, the 
Minister shall, while the objection or appeal is out- 
standing, accept adequate security furnished by or on 
behalf of the taxpayer for payment of the amount in 
controversy except to the extent that the Minister 
may collect the amount because of subsection — 
22001 GA: 3 
History: Subsec. 220(4.1) amended by 1994, ¢. 7; Sch. VIII (1993, 
c. 24), subsec. 127(3). Subsec. (4.1) formerly read: ~ 


(4.1) Idem where objection or appeal — Where a taxpayer > 
has objected to or appealed from an assessment under this 
Act, the Minister shall accept adequate security furnished by 
or on behalf of the taxpayer for payment of the amount in 
controversy while the objection [or] appeal is outstanding. 


Pre-RSC History: Subsec. 220(4.1) added (and former (4.1) 
amended and renumbered as (4.2)) by 1985,:c:.45, s. 113: 


(4.2) Surrender of excess security — Where at 
any time a taxpayer requests in writing that the Min- 
ister surrender any security accepted by the Minister 
under subsection (4) or (4.1), the Minister shall sur- 
render the security to the extent that the value of the 
security exceeds the total of amounts payable under 
this Act by the taxpayer at that time. 
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Related Provisions: 222.1 — Application to awards of court 
costs. 


Pre-RSC History: Subsec. 220(4.2) substituted for former subsec. 
(4.1) and amended by 1985, c. 45, s. 113. Former subsec. 220(4.1) 
read: 


(4.1) Duty of Minister — Where at any time a taxpayer re- 
quests in writing that the Minister surrender any security ac- 
cepted by the Minister under subsection (4); the Minister, - 
shall surrender the security to the extent that the amount 
thereof exceeds the amount for which the security was -ac- 
cepted that is payable at that time. 


Subsec. 220(4.1) added by 1984, c. 45, s. 88, applicable after Febru- 
ary 15, 1984. 


(4.3) Security furnished by a member 
institution of a deposit insurance corpora- 
tion — The Minister shall accept adequate. security 
furnished by or on behalf. of a taxpayer that is a 
member institution in relation to a deposit insurance 
corporation (within the meaning assigned by subsec- 
tion 137.1(5)) for payment of 


(a) the tax payable under this Act by the taxpayer 
for a taxation year, to the extent that the amount 
of that tax exceeds the amount that that tax would 
be if no amount that the taxpayer is obliged to 
repay to the corporation were included under par- 
agraph 137.1(10)(a) or (b) in computing the tax- 
payer’s income for the year or a preceding taxa- 
tion year, and | 


(b) interest payable under this Act by the. tax- 
payer on the amount determined under paragraph 


(a), 
until the earlier of 


(c) the day on which the taxpayer’s obligation re- 
ferred to in paragraph (a) to repay the amount to 
the corporation is settled or extinguished, and 


~(d) the day that is 10 years after the end of the 
year. : 
History: Para. 220(4.3)(a) amended by 1994, c. 7, Sch, Cl99lc. 


49), subsec. 181(2), to substitute “for the year or a preceding taxa- 
tion year” for “for the year”, applicable after July 13, 1990. 


Pre-RSC History: Subsec. 220(4.3) added by 1987, c. 46, s. 65, 
applicable after February 17, 1987. 


(4.4) Additional security — The adequacy of se- 
curity furnished by or on behalf of a taxpayer under 
subsection (4.3) shall be determined by the Minister 
and the Minister may require additional security to 
be furnished from time to time by or on behalf of the 
taxpayer where the Minister determines that the se- 
curity that has been furnished is no longer adequate. 


History: Subsec. 220(4.4) added by 1987, c. 46, s. 65, applicable 
after February 17,-1987. 


(5) Administration of oaths — Any officer or 
servant employed in connection with the administra- 
tion or enforcement of this Act, if designated by the 
Minister for the purpose, may, in the course of that 
employment, administer oaths and take and receive 
affidavits, declarations and affirmations for the pur- 
poses of or incidental to the administration or en- 
forcement of this Act or regulations made thereun- 


S. 221(1)(e) 


der, and every officer or servant so designated has 
for those purposes all the powers of a commissioner 
for administering oaths or taking affidavits. 


Related Provisions: /nterpretation Act 19 +/Administration of 
oaths. 


(6) Assignment. by corporation — Notwith- 


— standing section 67 of. the Financial Administration 


Act and any other provision of a law of Canada or a 
province, a corporation may assign any amount pay- 
able to it under this Act. 

Related. Provisions: 220(7),— Assignment not binding on fed- 
eral government. ' 

History: Subsec. 220(6) added by 1997, ¢. 25, 8. 66, applicable to 
assignments made after March 5, 1996. 


(7) Effect of assignment — An assignment re- 
ferred to in subsection (6) is not binding on Her Maj- 
esty in right if Canada and, without limiting the gen- 
erality of the foregoing, 


(a) the Minister is, not required to. pay, to the as- 
signee the assigned amount; 


(b) the assignment does not create any liability of 
Hert Majesty in right of Canada to the assignee; 
and 

- (c) the rights of the assignee are ‘subject to all eq- 
uitable and statutory rights of set-off in favour of 
Her Majesty in right of Canada, 


History: Subsec. 220(7) added by 1997, ¢. 25, s..66, applicable to 
assignments made after March 5, 1996. _ 


Definitions [s.. 220]: “‘amount” — 248(1); “assessment” — 220; 
“Commissioner of Customs and Revenue”. — Canada Customs and 
Revenue Agency Act s. 25; “corporation” — 248(1), Interpretation 


Act 35(1); “employed”,. “employment”, “insurance corporation”, 
“Minister” — 248(1); “oath” — Interpretation Act 35(1), “of- 
ficer” — 248(1)‘office”; “person”, “prescribed”, “property”, — 
248(1); “province” — Interpretation Act 35(1); “servant”, — 
248(1)“employment”; “tax payable” — 248(2); “taxation year” — 
249; “taxpayer” — 248(1); “writing” — Interpretation Act 35(1). 


221. (1) Regulations — The Governor in Council 
may make regulations _ 
(a) prescribing anything that, by this Act, is to be 
prescribed or is to be determined’ or regulated by 
regulation; 


(b) prescribing the evidence required to establish 
facts relevant to assessments under this Act; 


(c) to facilitate the assessment of tax where de- 
ductions or exemptions of ‘a taxpayer have 
changed in a taxation year; 


(d) requiring any class of persons to make infor- 
‘mation returns respecting any class of informa- 
tion required in connection with assessments 
under this Act; 

(d.1) requiring any person or partnership to pro- 
vide any information including their name, ad- 
dress, Social Insurance Number or business num- 
ber to any class of persons required to make an 
information return containing that information; 
(e) requiring a person who is, by a regulation 
made under paragraph (d), required to make an 
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information return to supply a copy of the infor- 
mation return or of a prescribed part theteof to 
the person to whom the information return or: part 
thereof relates; ‘vy balsies 


(f) [Repealed] 


Selected Cases [para. 221(1)(f)]: Doyle v. MNR, [1989] 2 
C.T.C. 270 (FCTD) (Abeyance letter may be signed by taxpayer’s 
designated agent and an officer of Appeals. Division). 


(g) providing for the retention by way of deduc- 
tion or set-off of the amount of a taxpayer’s in- 
come tax or other indebtedness under this’ Act out 
of any amount or amounts that may be or become 
payable by Her Majesty to the taxpayer in respect 
of salary or wages; * 

(h) defining the classes of persons who may be 


regarded as dependent for the purposes of this 
Act; 


(1) defining the classes of non-resident persons 


who may be regarded for the purposes of this Act 
(1) as a spouse supported by a taxpayer, or 


(ii) as a person dependent or wholly depen- 
dent on a taxpayer for support, 


and specifying the evidence required to establish 
that a person belongs to any such class; and 


Gj) generally to carry out the purposes and provi- 
sions of this. Act. 


Related Provisions [subsec. 221(1)]: 65(2) — Regulations 
permitting resource allowances; 147.1( 18) — Authority for regula- 
tions re registered’ pension plans; 214(13), 215(4), (5) — Regula- 
tions re non-resident withholding tax; 221(2) — Effect: of regula- 
tions; 221(3) — Regulations binding Crown; 233 — Demands for 
information returns; 244(12) — Judicial notice to be taken of regu- 
lations; Interpretation Act 31(4) — Power to repeal, amend or vary 
regulations. 


History: Para. 221(1)(d.1) amended and para. 221(1)(f) repealed by 
1998, c. 19, subsecs. 222(1), (2), in force on June 18, 1998. Paras. 
221(1)(d.1) and (f) formerly read: 


(d.1) requiring any person to provide any information includ- _ 
ing that person’s name, address and Social Insurance Number 
to any class of persons required to make an information te- 
turn containing, that information: 


(f) authorizing a designated officer or class of officers to ex- 
ercise powers or perform duties of the Minister under this 
JANG 


Subsec. 221(3) of the said c. 19 provides: 


Any power or duty of the Minister of National Revenue delegated 
to an officer or a class of officers by a regulation made under 
para. 221(1)(f) before [June 18, 1998] continues to be delegated 
to that officer or that class of officers until an authorization by 
that Minister made under subsec. 220(2.01) changes the delega- 
tion of that power or duty. i 


Pre-RSC History [subsec. 221(1)]: Paras. 221(1)(d.1) and (e) 
substituted by 1988, c. 55, s. 167. Paras. 221(1)(d.1) and (e) for- 
merly read: 


(d.1) requiring any person who has acquired a debt obligation 
in bearer form to provide information respecting his name, 
address and Social Insurance Number to any other person 
who is required to make an information retutn in respect 
thereof, 


_ Information Circulars [sub 


| subsec. 75(2). Subsec. 221(2) formerly read: 


Income Tax: Act 


(€) requiring a person who is: by a regulation made under par- 
agraph (d), required to make an information return to supply a 
copy.of the information. return-or of a prescribed portion. « 
thereof to, the, person or persons in respect of whose. income 
the information return or portion thereof relates, ; 
Para. 221(1)(d.1) added by 1986, ¢..55, subsec.:75(1), in force from 
November 1, 1987. — 
Selected Cases [subsec. 221(1)]: Milley et: al: v. Granby 
Const) & Equipment Ltd. et al:, (1974) 'C.7.C. 701 (B.C. CA) (Min- 
ister may delegate power to seize records under subsection 231(4)). 


Regulations [subsec. 221(1)]: Part I — Part XCTI. For regula- 
tions under paras. 221(1)(d), (e), see Part I: undér para. '(f), see Part 
IX; under para. (g), see Part XXV. 
Sec. 221(1)]: 82-2R2: SIN legisla- 
tion, that. relates to the preparation. of information slips... : 


(2) Effect — A regulation made under this Act shall 
have effect from the date it'is published in the Can- 
ada Gazette or at such time’ thereafter’ as may be 
specified in the régulation unless the regulation ‘pro- 
vides otherwise and it © 9: | 


(a) has a relieving effect only; 

(b) corrects an ambiguous or deficient enactment 
that was not in accordance with the objects of this 
Act or the Income Tax Regulations: | 

(c)-is consequential on an amendment to this Act 


that is applicable. before. the date the regulation is ° 
published in the Canada Gazette; or 


(d) gives effect to:a budgetary or other public an- 
nouncement,: in, which case, the. regulation shall 
not, except where paragraph (a), (b) or (c) ap- 
plies, have effect ; 


(1) before the date on which the announcement 
was made, in the case of a deduction or with- 
holding from an amount paid or credited, and 


(ii) before the taxation year in which the an- 
nouncement is made, in any other case, . 
Pre-RSC History: Subsec. 221(2) substituted by 1986, c. 55, 


(2) Publication — No regulation made under. this Act has ef- 
fect until it has been published in the Canada Gazette but, 
when so published, a regulation shall, if it so provides, be ef- 
fective with reference to a period before it was published. 


Selected Cases: Savard>v. 'R., (1998) 1 CEC. 2436 (TCC) 


(White, Paper constituted “budgetary or:publi¢ announcement’): 


(3) Regulations binding Crown — Regulations 
made under paragraph (1)(d) or (e) are binding on 
Her Majesty in right of Canada or a province. 

History: Subsec. 221(3) added by 1994, c, 7, Sch. II (1991,.c, 49), 
s. 182, applicable after 1990. ane 
(4) Incorporation by reference —A regulation 
made under this Act .may incorporate by. reference 
material as amended from time to time. 

History: Subsec, 221(4) added by 1998, c, 19, subsec. 222(3), ap- 
plicable to any regulation, regardless of whether it is made before or 


after Royal Assent to c. 19 (June 18. 1998). 

Definitions [S. 221]: “amount”, “assessment”, “business num- 
ber” — 248(1); “Governor in Council” — Interpretation Act 35(1); 
“Minister”, “non-resident” — 248(1): “person”, “prescribed” — 
248(1)! “province” — Interpretation “Aét 35(1); ‘regulation’? “sal- 
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ary or wages” — 248(1); “spouse” — 252(4)(a); “taxation year” — 
249; “taxpayer” — 248(1). 


221.1 Application of interest — For greater cer- 


tainty, where an amendment to this Act or an amend- 
ment or enactment that relates to this Act applies to 
or in respect of any transaction, event or time, or any 
taxation year, fiscal period or other period of time or 
part thereof (in this section referred to as the “appli- 
cation time’’) occurring, or that is, before the day on 
which the amendment or enactment is assented to or 
promulgated, for the purposes of the provisions of 
this Act that provide for payment of, or liability to, 
any interest, the amendment or enactment shall, un- 
less a contrary intention is evident, be deemed to 
have come into force at the beginning of the last tax- 
ation year beginning before the application time. 

History; S. 221.1 added by 1994, c. 7, Sch. II (1991, c. 49), s. 183, 
applicable to amendments and enactments assented to or promul- 


gated after 1989 and shall be deemed to have come into force on 
January 1, 1990. 


Definitions: “fiscal period” — 249(2)(b), 249.1; “taxation 
year” — 11(2), 249. 


221.2 Re-appropriation of amounts — Where a 
particular amount was appropriated to an amount (in 
this section referred to as the “debt’”) that is or may 
become payable by a person under any enactment re- 
ferred to in paragraphs 223(1)(a) to (d), the Minister 
may, on application by the person, appropriate the 
particular amount, or a part thereof, to another 
amount that is or may become payable under any 
such enactment and, for the purposes of any such 
enactment, 


(a) the later appropriation shall be deemed to 
have been made at the time of the earlier 
appropriation; 
(b) the earlier appropriation shall be deemed not 
to have been made to the extent of the later ap- 
propriation; and 
(c) the particular amount shall be deemed not to 
have been paid on account of the debt to the ex- 
tent of the later appropriation. 

History: S. 221.2 added by 1994, c. 7, Sch. VIII (1993, c. 24), s. 

128. 

Definitions: “amount”, “Minister”, “person” — 248(1). 


Collection 


222. Debts to Her Majesty — All taxes, interest, 
penalties, costs and other amounts payable under this 
Act are debts due to Her Majesty and recoverable as 
such in the Federal Court of Canada or any other 
court of competent jurisdiction or in any other man- 
ner provided by this Act. 

Related Provisions: 225.1 — Collection restrictions, 

Selected Cases [s. 222]: MNR v. 2440-1986 Quebec Inc., [1990] 
2 C.T.C. 149 (FCTD) (Valid seizure of goods sold to avoid tax 
liability); Clarkson Co. Ltd. v. Canada, |1989] | C.T.C. 142 (FCA) 
(Crown may set off debt to taxpayer against tax debt to Crown); The 
Queen vy. Sands Motor Hotel Ltd. et al., [1984] C.T.C. 612 (Sask. 


S. 223(2) 


QB) (Dividends paid out prior to assessment set aside and preferred 
shares redeemed to protect Crown as creditor under Business Cor- 
porations Act (Sask.)). 


Definitions: “amount” — 248(1). 


222.1 Court costs — Where an amount is payable 
by a person to Her Majesty because of an order, 
judgment or award of a court in respect of the costs 
of litigation relating to a matter to which this Act ap- 
plies, subsections 220(4) and (4.2) and sections 223, 
224 to 225 and 226 apply to the amount as if the 
amount were a debt owing by the person to Her Maj- 
esty on account of tax payable by the person under 
this Act. 


History: S. 222.1 added by 1998, c. 19, s. 223, applicable to 
amounts that are payable after June 18, 1998, including amounts 
that became payable before June 18, 1998. 


223. (1) Definition of “amount payable” — For 
the purposes of subsection (2), an “amount payable” 
by a person means any or all of 


(a) an amount payable under this Act by. the 
person; . 


(b) an amount payable under the Employment In- 
surance Act by the person, 


(b.1) an amount payable under the Unemploy- 
ment Insurance Act by the person; 


(c) an amount payable under the Canada Pension 
Plan by the person; and 


(d) an amount payable by the person under an 
Act of a province with which the Minister of Fi- 
nance has entered into an agreement for the col- 
lection of taxes payable to the province under that 
Act. . 


Related Provisions: 221.2 — Transfers of balances between ac- 
counts; 223.1(1) — Application. 


History: Para. 223(1)(b.1) added by 1998, c. 19, subsec. 224(1), 
deemed to have come into force on June 30,1996. 
Para. 223(1)(b) amended by 1996, c. 23, para. 187(d), to substitute 


“Employment Insurance Act” for “Unemployment Insurance Act”, 
in force June 30, 1996. 


(2) Certificates — An amount payable by a person 
(in this section referred to as a “debtor’’) that has not 
been paid or any part of an amount payable by the 
debtor that has not been paid may be certified by the 
Minister as an amount payable by the debtor. 


Related Provisions: 222.1 — Application to awards of court 
costs. 


Selected Cases [subsec. 223(2)]: Royal Bank of Canada v. 
Canada, [1992] 2 C.T.C. 427 (BCCA) (Provision did not contra- 
vene section 8 of the Charter or paragraph 1(a) of the Bill of 
Rights); Wright v. A.G. Can., [1988] 1 C.T.C. 107 (Ont. DC) 
(Crown priority over spouse claiming arrears in support payments 
not violation of Charter); Bois de Construction du Nord (1971) Ltée 
v. The Queen, [1987] 1 C.T.C. 333 (FCA) (Federal Court has juris- 
diction to hear and order provisional seizure); Lennox Industries 
(Canada) Ltd. v. The Queen, [1987] 1 C.T.C. 171 (FCTD) (Equality 
provisions of Charter inapplicable to Crown’s priority as creditor); 
Morgan Trust Co. v. Dellelce et al., [1985] 2 C.T.C. 370 (Ont. SC) 
(Shares in RRSP account subject to seizure but trustee of RRSP has 
no obligation under Crown’s third-party demand where money not 
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yet payable to taxpayer); Stephens Estate vy. The Queen, [1985] 2 
C.T.C. 149 (FCTD) (Re-filing of writs not new seizure after tempo- 
rary lifting of same); 384238 Ontario Ltd. et al.-v. The Queen, 
[1984] C.T.C. 523 (FCA) (Suit against Crown for conversion of 
company’s assets seized for individual’s tax liabilities dismissed 
where Crown did not use assets as owner: trespass action estopped 
where individual treated assets as his own); Charron Estate v. The 
Queen, [1984] C.T.C. 237 (FCTD) (Certificate quashed where Min- 
ister’s opinion not supported by facts); Frankel v. The Queen, 
[1984] C.T.C.. 259 (FCTD) (Taxpayer and corporations entered into 
agreement with Minister re tax debts; Minister, failing to observe 
notations on cheques as to applicable debt, did not act improperly; 
taxpayer’s personal debt remained unpaid); The Queen v. Van de 
Wygerd, [1983] C.T.C. 99 (FCTD) (Subsequent to filing certificate, 
seizure of property sold by taxpayer set aside where fraud ‘not 
proven); Chouinard et al. v. Saint-Martin et al., [1982] C.T.C. 177 
(FCTD) (Seizure of property transferred pursuant to order valid 
where certificate filed before deed of transfer registered under Civil 
Code); Athenian Construction Ltd. y. The Queen, 81 DTC 5352 
(FCTD) (After filing certificate, Crown’s application for attachment 
order dismissed where improper procedure employed); Re Gero, 
[1979} C.T.C..309 (FCTD) (RRSP funds subject to seizure); The 
Queen v. Restaurant and Bar La Seigneurie de Sept-lles Inc., [1977] 
C.T.C. 96 (FCTD) (Seizure by Crown of assets used as security on 
bank loan was valid; rather than Opposing seizure, bank permitted to 
recover amounts from proceeds of sale as creditor under article 604 
of Quebec Code of Civil Procedure); The Queen v. Williams, [1975] 
C.T.C. 397 (FCTD) (No direction required for amount to be 
payable). 


(3) Registration in court — On production to the 
Federal Court, a certificate made under subsection 
(2) in respect of a debtor shall be registered in the 
Court and when ‘so registered has the same effect, 
and all proceedings may be taken thereon: as if the 
certificate were a judgment obtained in the Court 
against the debtor for a debt in the amount certified 
plus interest thereon to the day of payment as pro- 
vided by the statute or statutes referred to in subsec- 
tion (1) under which the amount is payable and, for 
the purpose of any such proceedings, the certificate 
shall be deemed to be a judgment of the Court 
against the debtor for a debt due to Her Majesty, en- 
forceable in the amount certified plus. interest 
thereon to the day of payment as provided by that 
Statute or statutes. i 
Related Provisions: 161(1) — Interest; 161(11) — Interest’ on 
penalties; 222.1— Application to awards of court costs; 
223.1(1) — Application; 227.1(2)(a) — Liability ~of directors: 
248(11)— Compound interest. 
History: Subsec. 223(3) amended by 1994, c. 7, Sch: VII (1993, c. 
24), s. 129. Subsec. (3) formerly read: 
(3) Registration in Court — On production to the Federal 
Court, a certificate made under subsection (2) in respect of a. 
debtor shall be registered in the Court and when so registered 
has the same effect, and. all proceedings may. be taken 
thereon, as if the certificate were a judgment obtained in the 
Court against the debtor for a debt in the amount certified 
plus interest thereon to the day of payment as provided by 
law and, for the purposes of any such proceedings, the certifi- 
cate shall be deemed to be a judgment of the Court against 
the debtor for a debt due to Her Majesty enforceable in the 
amount certified plus interest thereon to the day of payment 
as provided by law. 


Selected Cases [subsec. 223(3)]: Kune v. The Queen, [1982] 
C.T.C. 300 (FCTD) (Stay of execution granted with respect to real 
property, but not personal, property where taxpayer provided evi- 
dence of fire insurance, mortgage and tax payment); Re Van Gastel, 


[1982] C.T.C. 61 (FCTD) (Federal Court exercised jurisdiction to 
indefinitely stay further execution of writ of fieri facias issued by ‘it 
where Minister failed to deal with objection “with all due 
dispatch”); The Queen v. Rumball, [1981] C.T.C..9 (FCTD) (Stay of 
execution only granted where seizure made and assessment under 
objection or appeal). i 


(4) Costs — All reasonable costs, and charges. in- 
curred or paid in-respect of the registration in the 
Court of a certificate made under subsection (2) or in 
respect of any proceedings taken to. collect the 
amount certified are recoverable. in like manner as-if 
they had been included in the amount certified in the 
certificate when it was registered. 


(5) Charge on property — A document issued by 
the Federal Court evidencing a certificate in respect 
of a debtor registered under subsection (3), a writ of 
that Court issued pursuant to the certificate or any 
notification of the document or writ (such document, 
writ or notification in this section referred to as a 
memorial”) may be filed, registered or otherwise re- 
corded for the purpose of creating a charge, lien. or 
priority on, or a binding interest in, property ina 
province, or any interest in such property, held by 
the debtor in the same.manner as a.document evi- 
dencing . : ) 
(a) a judgment of the superior court of the prov-. 
ince against a person for a debt owing by the per- 
son, or 


(b) an amount payable or required’to be remitted 
by a person’in the province in respect of a debt 
owing to Her Majesty in right of the province 


may be filed, registered or otherwise recorded in ac- 
cordance with or pursuant to the law of the province 
to create a charge, lien or priority on, ora binding 
interest in, the property or interest. | 
Related Provisions: 223(11.1) — Where charge registered under 
Bankruptcy and Insolvency Act; 223.1(1) — Application; 248(4) — 
Interest. in real: property. 
History: Subsec. 223(5) amended by 1998, c: 19, subsec..224(2), in 
force June 18, 1998. Subsec. 224(5) formerly read: 
(5) Charge on land— A document (in this section referred 
to as a “memorial”) issued by the Federal Court evidencing a 
certificate in respect of a debtor registered under subsection 
(3) may be filed, registered or otherwise recorded for the pur- © 
pose of creating a charge or lien on or otherwise binding land 
in a province, or any interest therein, held by the debtor in the 
same manner as a document evidencing a judgment of the su- 
perior court of the province against a person for a debt owing 
by the person may be filed, registered or otherwise recorded 
in accordance with the law of the province to create a charge 
or lien on or otherwise bind land, or any interest thereiny held 
by the person. 


(6) Creation of charge — If a memorial has been 

filed, registered or otherwise recorded under subsec< 

tion (5), ; 
(a) a charge, lien or priority is created on, or a 
binding interest is created in, property in the 
province, or any interest in such property, held by 
the debtor, or J 
(b) such property or interest in. the property is 
otherwise bound, 
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in the same manner and to the same extent as if the 
memorial were a document evidencing a judgment 
referred to in paragraph (5)(a) or an amount referred 
to in paragraph (5)(b), and the charge, lien, priority 
or binding interest created shall be subordinate to 
any charge, lien, priority or binding interest in re- 
spect of which all steps necessary to make it effec- 
tive against other creditors were taken before the 
time the memorial was filed, registered or otherwise 
recorded. 

Related Provisions: 223(11.1) — Where charge registered under 


Bankruptcy and Insolvency Act; 223.1(1) — Application; 248(4) — 
Interest in real property. 


History: Subsec. 223(6) amended by 1998, c. 19, subsec. 224(2), in 
force June 18, 1998. Subsec. 224(6) formerly read: 


(6) \dem — Where a memorial has been filed, registered or 
otherwise recorded under subsection (5), a charge or lien is 
created on land in the province, or any interest therein, held 
by the debtor, or such land or interest is otherwise bound, in 
the same manner and to the same extent as if the memorial 
were a document evidencing a judgment of the superior court 
of the province. 


(7) Proceedings in respect of memorial — If a 
memorial is filed, registered or otherwise recorded in 
a province under subsection (5), proceedings may be 
taken in the province in respect of the memorial, in- 
cluding proceedings 


(a) to enforce payment of the amount evidenced 
by the memorial, interest on the amount and all 
costs and charges paid or incurred in respect of 


(i) the filing, registration or other recording of 
the memorial, and 


(ii) proceedings taken to collect the amount, 


(b) to renew or otherwise prolong the effective- 
ness of the filing, registration or other recording 
of the memorial, 


(c) to cancel or withdraw the memorial wholly or 
in respect of any of the property or interests af- 
fected by the memorial, or 


(d) to postpone the effectiveness of the filing, re- 
gistration or other recording of the memorial in 
favour of any right, charge, lien or priority that 
has been or is intended to be filed; registered or 
otherwise recorded in respect of any property or 
interest affected by the memorial, 


in the same manner and to the same extent as if the 
memorial were a document evidencing a judgment 
referred to in paragraph (5)(a) or an amount referred 
to in paragraph (5)(b), except that if in any such pro- 
ceeding or as a condition precedent to any such pro- 
ceeding any order, consent or ruling is required 


under the law of the province to be made or given by 


the superior court of the province or a judge or offi- 
cial of the court, a like order, consent or ruling may 
be made or given by the Federal Court or a judge or 
official of the Federal Court and, when so made or 
given, has the same effect for the purposes of the 
proceeding as if it were made or given by the supe- 
rior court of the province or a judge or official of the 
court. 


S. 223(8) 


History: Subsec. 223(7).amended by 1998, c. 19, subsec. 224(2), in 
force June 18, 1998. Subsec. 224(7) formerly read: 


(7) Where a memorial of.a certificate in respect of a debtor 
registered under subsection (3) is filed, registered or other- 
wise recorded as permitted under subsection (5), proceedings 
may. be taken in respect thereof, including proceedings 


(a) to enforce payment of the amount certified in the cer- 
tificate, interest thereon and all costs and charges paid or 
incurred in respect of 


(i). the, filing, registration or other recording of the 
memorial, and 


(ii) proceedings taken to collect the amount, 


(b) to renew or otherwise prolong the effectiveness of the 
filing, registration or other recording of the memorial, 


(c) to cancel or withdraw the memorial wholly or in re- 
spect of one or more parcels of land or interests in land 
affected by the memorial, or 


(d) to postpone the effectiveness of the filing, registration 
or other recording of the memorial in favour of any right, 
charge or lien that has been or is intended to be filed, 
registered or otherwise recorded in respect of any land or 
interest in land affected by the memorial, 


in the same manner and subject to the same restrictions and 
limitations as though the memorial were a document evidenc- 
ing a judgment of the superior court of the province except 
that, where in any such proceeding or as a condition prece- 
dent to any such proceeding any order, consent or ruling is 
required under the law of the province to be made or given by 
the superior court of the province or a judge or official 
thereof, a like order, consent or ruling may be made or given 
by the Federal Court or a judge or official thereof and, when 
so made or given, has the same effect for the purposes of the 
proceeding as though made or given by the superior court of 
the province or a judge or official thereof. 


(8) Presentation of documents — If 


(a) a memorial is presented for filing, registration 
or other recording under subsection (5) or a docu- 
ment relating to the memorial is presented for fil- 
ing, registration or other recording for the pur- 
pose of any proceeding described in. subsection 
(7) to any official in the land, personal property 
or other registry system of a province, it shall be 
accepted for filing, registration or other record- 
ing, or 


(b) access is sought to any person, place or thing 
in a province to make the filing, registration or 
other recording, the access shall be granted 


in the same manner and to the same extent as if the 
memorial or document relating to the memorial were 
a document evidencing a judgment referred to in par- 
agraph (5)(a) or an amount referred to in paragraph 
(5)(b) for the purpose of a like proceeding, as the 
case may be, except that, if the memorial or docu- 
ment is issued by the Federal Court or signed or cer- 
tified by a judge or official of the Court, any affida- 
vit, declaration or other evidence required under the 
law of the province to be provided with or to accom- 
pany the memorial or document in the proceedings is 
deemed to have been provided with or to have ac- 
companied the memorial or document as so required. 


Related Provisions: 223.1(1) — Application. 
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History: Subsec. 223(8) amended by 1998, ¢. 19. subsec: 224(2), in 
force June 18, 1998. Subsec. 224(8) formerly read: 


(8) Wheré a memorial of a certificate registered under subsec- 
tion (3) is presented for filing, registration or other recording 
as permitted under subsection (5), or any document relating 
to the memorial is presented for filing, registration or other 
recording for the purpose of any proceeding described in sub- 
section (7), to any officer of a superior court of a province or 
to any official in the land registry system_of a province, it 
shall be accepted for filing, registration or other recording as 
though it were a like document issued from the superior court 
of the province or prepared in respect of a document evidenc- 
ing a judgment of the superior-court of the province for the 
purpose of a like proceeding, as the case may be, except that, 
where the memorial or document is issued by the Federal 
Court or signed or certified by a judge or official thereof, any 
affidavit, declaration or other evidence required under the law 
of the province to be provided with or to: accompany the me- 
morial or document in such proceedings shall be deemed to 
have been provided with or to have accompanied the memo- 
rial or document as so required. 


(9) Sale, etc. — Notwithstanding any law of Can- 
ada or of a province, a sheriff or other person shall 
not, without the written consent of the Minister, sell 
or otherwise dispose of any property, or publish any 
notice or otherwise advertise in respect of any Sale or 
other disposition of any property pursuant to any 
process issued or charge, lien, prioxity or binding in- 
terest created in any proceeding to collect an amount 
certified in a certificate made under subsection (2), 
interest on the amount and costs, but if that consent 
is subsequently given, any property that would have 
been affected by such a process, charge, lien, priority 
or binding interest if the Minister’s consent had been 
given at the time the process was issued or the 
charge, lien, priority or binding interest was created, 
as the case may be, shall be bound, seized, attached, 
charged or otherwise affected as it would be if that 
consent had been given at the time the process. was 
issued or the charge, lien, priority or binding interest 
was created, as the case may be. 


Related Provisions: 223.1( 1) — Application. 


History: Subsec. 223(9) amended by 1998, c. 19, subsec. 224(2), in 
force June 18, 1998. Subsec. 224(9) formerly read: 


(9) Notwithstanding any law of Canada or of a province, a 
sheriff or other person shall not, without the written consent 
of the Minister, sell or otherwise dispose of any property, or 
publish any notice or otherwise advertise in respect of any 
sale or other disposition of any property pursuant to any pro- 
cess issued or charge or lien created in any proceeding to col- 
lect an amount certified in a certificate made under subsection 
(2), interest thereon and costs but any property that would 
have been affected by such a process, charge or lien had the 
Minister’s consent been given at the time the process was is- 
sued or the charge or lien was created. as the case may be, 
shall be bound, seized, attached, charged or otherwise af- 
fected as it would be had that consent been given at the time 
the process was issued or the charge or lien was created, as 
the case may be. 


(10) Completion of notices, etc. — If informa-. 


tion required to be set out by any sheriff or other per- 
son in a minute, notice or document required to be 
completed for any purpose cannot, by reason of sub- 
section (9), be so set out, the sheriff or other person 
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shall complete the minute, notice or document to the 
extent possible without that information and, when’ 
the consent of the Minister is given under that sub- 
section, a further minute, notice or document setting © 


out all the information shall be completed for the 


same purpose, and the sheriff or other person having 
complied with this subsection is deemed to have: 
complied with the Act, regulation or rule requiring 
the information to be set out in the minute, notice or 
document. 


Related Provisions: 223.1(1) — Application. 


History: Subsec. 223(10) amended by 1998, c..19, subsec, 224(2), 
in force June 18, 1998. Subsec. 224(10) formerly read: 


(10) Where information required to be set out by any sheriff 
or other person in,a minute, notice or document required to be 
completed for any purpose cannot, by reason of subsection 
(9), be so set out, the sheriff or other person shall complete 
the minute, notice or document to the extent possible without 
that information and, when the consent of the Minister is 
given for the purpose of that subsection, a further minute, no- 
tice or document setting out all the information shall be com- 
pleted for the same purpose, and the sheriff or other person 
having complied with this subsection shall be deemed to-have 
complied with the Act, regulation or-rule requiring the infor- 
mation to be set out in the minute, notice or document. 


(11) Application for an order — A sheriff or 
other person who is unable, by reason of subsection 
(9).or (10), to comply with any law or tule of court is 
bound by any order made by a judge, of the Federal 
Court, on an ex parte application by the Minister, for 
the purpose of giving effect to the proceeding, 
charge, lien, priority or binding interest. 

Related Provisions: 223.1(1) — Application. 


History: Subsec. 223(11) amended by 1998, c. 19, subsec, 224(2), 
in force June 18, 1998. Subsec. 224(11) formerly read: 


(11) A sheriff or other person who is unable, by reason of 
subsection (9) or (10), to comply with any law or rule of court 
shall be bound by such order as may be made by.a judge of 
the Federal Court, on an ex parte application by the Minister, 
for the purpose of giving effect to the proceeding, charge.or 
lien. 


(11.1) [Where charge registered under 
Bankruptcy and Insolvency Act — When a 
charge, lien, priority or binding interest created 
under subsection (6) by filing, registering or other- 
wise recording a memorial under subséction (5) is 
registered in accordance with subsection 87(1) of the 


Bankruptcy and Insolvency Act, it is deemed. 


(a) to be a claim that is secured by a security and 
‘that, subject to subsection 87(2) of that Act, ranks 
as a security claim under that Act; and’) 9 


(b) to also be a claim referred to in paragraph 
86(2)(a) of that Act. 


History: Subsec. 223(11. 1) added by 1998, c. 19, subsec, 224(2), in 
force June 18, 1998, 


(12) Details in certificates and memorials — 
Notwithstanding any law of Canada or of a province, 
in any certificate made under subsection (2)-in re- 
spect of a debtor, in any memorial evidencing the 
certificate or in any writ or document issued for the 
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purpose of collecting an amount airasaite it is suffi- 
cient for all purposes 


(a) to set out, as the amount payable by the’ 


debtor, the total of amounts payable by the debtor 
without setting out the separate amounts making 
up that total; and 


(b) to refer to the rate of interest to be elfatied on 
the separate amounts making up the amount pay- 
able in general terms as interest at the rate pre- 
scribed under this Act applicable from time to 
time on amounts payable to the Receiver General 
without indicating the specific rates of interest to 
be charged on each of the separate amounts or to 
be charged for any particular period of time. 


Related Provisions [subsec. 223(i2)hi 223.1(1)— Applica- 
tion; 225.1 — Collection restrictions. 


Pre-RSC History [s. 223]: Para. 223(12)(b) amended by 1990, c. 
39, s. 53, to add “on amounts payable to the Receiver General”, 
applicable with respect to interest to be calculated in respect of peri- 
ods after September 1989. 


S. 223 substituted by 1988, c. 55, s, 168. (For application see s. 
223 li)i55 20 formerly read: 


223. (1) Certificates — An amount NS deta under this Act 
that has, not been paid or such part of an amount payable 
under this Act as has not been paid may be certified by the. 
Minister. 


(2) Judgments.— On. production to the Federal Court of 
Canada, a certificate made under this section shall be regis- 
tered in the Court and when registered has the same force and 
effect, and all proceedings may be taken thereon, as if the cer- 
tificate were a judgment obtained in the said-Court for a debt 
of the amount specified in the certificate plus interest to the 
day of payment as provided for in this Act. 


(3) Costs — All reasonable costs and charges attendant upon 
the registration of the certificate are recoverable in like man- 
ner as if they had been certified, and the. certificate had been 
_ registered under this section. 


Subsec. 223(1) substituted by 1985, c. 45, s. 114. Subsec: 223(1) 
formerly read: 


-223..(1) Certificates — An, amount payable under this Act 
that has not been paid or such part of an amount payable 
under this Act as has not been paid may be certified by the 
‘Minister 


(a) where there has been a direction by the Minister 
under ‘subsection 158(2), forthwith after such. direction, 
and 


(b) otherwise, upon the expiration of 30 days aly the 
default. 


Selected Cases [s. 223]: Prodor y. R., [1997] 3 C.T.C. 179 
(FCTD) (Applicable interest rate is that prescribed in particular stat- 
ute, not as provided in Federal Court Act); Optical Recording 
Laboratories Inc. vy. Canada, [1990] 2 C.T.C. 524 (FCA) (Reassess- 
ment held not to nullify a-certificate previously filed which includes 
tax. payable under previous ;assessment; where reassessment adds 
nothing to assessment, it nullifies previous certificate); Bougie v. 
Canada, [1990] 2 C.T.C. 365 (FCTD) (Beneficiary under will liable 
for tax debts of deceased despite having received discharge: issued 
in error). 

Definitions [s. 223}: “amount” —~248(1), “interest” — in real 
property 248(4): “memorial” — 223(5); “Minister”, ROH 

“property” — 248(1); “province” — Interpretation Act 35(1); * 

perior court” — Interpretation Act 35(1). 


Regulations [s. 223]: 4301 (prescribed rate of interest). 


S. 224(1) 


223.1 (1) Application of subsecs. 223(1) to (8) 
and (12) — Subsections 223(1) to (8) and (12) are 
applicable with respect to certificates made under 
section 223 or section 223 of the Income Tax Act, 
chapter 148 of the Revised Statutes of Canada, 1952, 
after 1971 and documents evidencing such. certifi- 
cates that were issued by the Federal Court and that 
were filed, registered or otherwise recorded after 
1977 under the laws of a province, except that, 

where any such certificate or, document was the sub- 
ject of an action pending in a court on February 10, 
1988 or the subject of a court decision given on or 
before that date, section 223 shall be read, for the 
purposes of applying it with respect to that certificate 
or document, as section 223 of the Income Tax Act, 
chapter 148 of the Revised Statutes of Canada, 1952, 

read at the time the certificate was registered or the 
document was issued, as the case may be. 


(2) Application of subsecs. 223(9) to (11) — 
Subsections: 223(9) to (11) are applicable with re- 
spect to certificates made under section 223, or sec- 
tion 223 of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952, after September 
13, 1988. 


Origin of s. 223.1: R.S.C. 1985, c. b (Sth Supp.) (formerly con- 
tained in rules of application in 1988, c. 55, s. 168). 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Definitions: “province” — Interpretation Act 35(1). 


224. (1) Garnishment — Where the Minister has 
knowledge or suspects that a person is, or will be 
within one year, liable to make a payment to another 
person who is liable to make a payment under this 
Act ‘(in this subsection and subsections (1.1) and. (3) 
referred tovas the “tax debtor”), the Minister may in 
writing require the person to pay forthwith, where 
the moneys are immediately payable,, and in any 
other case as and when the moneys become payable, 
the moneys otherwise payable to the tax debtor in 
whole or in part to the Receiver General on account 
of the tax debtor’s liability under this Act, 


Related Provisions: 222:1 — Application to awards, of court 


| costs; 224(5), (6) —Seryice. of garnishee; 225.1 — Collection re- 


strictions; 244(5), (6) — Proof of service by mail or personal ser- 
vice; 248(7)(a) — Mail deemed received on day mailed. 


History: Subsec. 224(1) substituted by 1994, c. 21, subsee. 101(1), 
applicable to requirements and notifications made:after 1992, except 
that,:in applying the subsec./to requirements and notifications made 
on or before June 15, 1994, the reference to “one year” shall be read 
as “90 days”. That subsec. formerly read: 


(1) Garnishment — Where the Minister has knowledge or 
suspects that’a person is or will be, within 90 days, liable to 
make a payment to another person who is liable to make a 
payment under this Act (in this subsection and subsections 
(1.1) and (3) referred to as the “tax debtor”), the Minister 
may; by registered: letter or by a letter ser ved personally, re- 
quire that person to pay forthwith, where the moneys are im- 
mediately payable, and in any other case, as and when the 
moneys become payable, the moneys otherwise payable to 
the tax debtor in whole or in part to the Receiver General on 
account of the tax debtor’ liability under this Act. 
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Selected Cases [subsec. 224(1)]: Maritime Life Assurance Co, 
v. R., [1997] 3 C.T.C. 2560 (TCC) (No amount “payable” by insurer 
where no request from policyholder and term of policy not 
matured); National Trust Co. v. Canada, 11997) 1. Col Casa 
(TCC) (Minister cannot seize funds held by trustee of RRSP); Bank 
of Montreal v. MNR, [1992] 1 C.T.C) 2292 (TCC) (Bank served 
with garnishment order not liable for honouring cheques drawn on 
trust account by wife of tax debtor); Manufacturers Life Insurance 
Co. v. MNR, [1991] 2.C.T.C. 2171 (TCC).(Provision inapplicable to 
force insurer to pay money under policy since no amount actually 
payable to taxpayer at time of attempted garnishment); Chhabra _y. 
Canada, [1989] 2 C.T.C. 13 (FCTD) (Damages for unfair or mali- 
cious treatment of taxpayer awarded against Crown garnishing 75% 
of gross income and failing to attempt settlement ‘of debt 
reasonably); Ontario Development Corp. v. Canada; [1989] 1 
C.T.C. 319. (FCTD) (Book. debts absolutely assigned before 
Crown’s third-party demand not subject to garnishment); De 
Coninck v. Royal Trust Corp., [1989] 1 C.T.C. 179 (N.B, CA) (Re- 
lationship between depositor and trust company administering 
RRSP is that of cestui que trust and trustee, not debtor and creditor, 
and trustee is not person “liable to make a payment” within scope of 
provision); Lennox Industries (Canada ) Ltd. v. The Queen, [1987] 1 
C.T.C. 171 (FCTD) (Charter inapplicable to Crown’s priority over 
other creditors); The Queen y. Royal Bank of Canada, {1986} 2 
C.T.C. 211 (FCA) (Actual notice to company’s debtors not required 
to validly assign debts in manner opposable to Crown’s third-party 
demand; constructive notice by registration sufficient); Sorenson v. 
MNR, 82 DTC 6246 (FCA) (Garnishment may take place without 
prior filing of certificate); Canadian Imperial Bank of Commerce v. 
The Queen, [1981] C.T.C. 435 (FCTD)) (Bank’s section 88 (now 
section 178) security under Bank Act and general assignment: of 
book debts have priority over Crown’s third-party demand); 
Qureshi et al. v. MNR, [1979] C.T.C. 216 (FCTD) (Administrative 
decision of Minister whether or not to rely on garnishment not sub- 
ject to judicial review); Jamison v. Federal Business Development 
Bank et al., 73 DTC 6482 (B.C. SC) (Service of demand does not 
transfer property in the debt). 


See also cases at end of 5,224 


Information Circulars: 98-1: Collections policies (Draft). 


(1.1) Idem — Without limiting the generality of 
subsection (1), where the Minister has knowledge or 
suspects that within 90 days | 


(a) a bank, credit union, trust company or other 
similar person (in this section referred to as the 
“institution”) will lend or advance moneys to, or 
make a payment on behalf of, or make a payment 
in respect of a negotiable instrument issued by, a 
tax debtor who is indebted to the institution and 
who has granted security in respect of the indebt- 
edness, or 


(b) a person, other than an institution, will lend or 
advance moneys to, or make a payment on behalf 
of, a tax debtor who the Minister knows or sus- 
pects . | Ee 


(i) is employed by, or is engaged in providing 
Services or property to, that person or was or 
will be, within. 90 days, so employed. or en- 
gaged, or 


(ii) where that person is a corporation, is. not 
dealing at arm’s length with that person, 


the Minister may in writing require the institution or 
person, as the case may be, to pay in whole or in part 
to the Receiver: General on account of the tax 
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debtor’s liability under this Act the moneys. that 
would otherwise be so lent, advanced or paid and 
any moneys so paid to the Receiver General shall be 
deemed to have been lent, advanced or paid,. as the 
case may be, to the tax debtor. 


Related Provisions: 222.1 — Application to awards of court 
costs; 224(5), (6) — Service of garnishee; 225.1 — Collection re- 
strictions; 244(5), (6) — Proof of service by mail or personal ser- 
vice; 248(7)(a) — Mail deemed received on day mailed. 


History; The closing words. of subsec. 224(1.1). substituted by 
1994, c. 21, subsec. 101(2), applicable to requirements and notifica- 
tions made after 1992. The closing words of that subsec. formerly 
read: & 


the Minister, may, by. registered letter or by.a letter served 
personally, require the institution or person, as the case may 
be, to pay in whole or in part to the Receiver General on ac- 
count of the tax debtor’s liability under this Act the moneys 
that would otherwise be: so lent, advanced or paid and: any 
moneys so paid to the Receiver General shall be deemed to 
have been lent, advanced or paid, as the case may be, to the 
tax debtor. 


(1.2) Idem — Notwithstanding any other provision 
of this Act, the Bankruptcy and Insolvency Act, any 
other enactment of Canada, any enactment of a prov- 
ince or any law, but subject to subsections 69(1) and 
69.1(1) of the Bankruptcy and Insolvency Act and 
section 11.4 of the Companies’ Creditors Arrange- 
ment Act, where the Minister has knowledge or sus- 
pects that a particular person is, or will become 
within one year, liable to make a payment — 


(a) to another person (in this subsection referred 
to as the “tax debtor”) who is liable to. pay an 
amount assessed under subsection 227(10.1) or a 
similar provision, or | 


(b) to a secured creditor who has a right to re- 
ceive the payment that, but for a security interest 
in favour of the secured creditor; would be paya- 
ble to the tax debtor, 


the Minister’ may in writing require the particular 
person to pay forthwith, where the moneys are im- 
mediately payable, and in any other case.as and 
when the moneys become payable, the moneys oth- 
erwise payable to the tax debtor or the secured credi- 
tor in whole or in part to the Receiver General on 
account of the tax debtor’s liability under subsection 
227(10.1) or the similar provision, and on receipt of 
that requirement by the particular person, the amount 
of those moneys that is so required to be paid to the 
Receiver General shall, notwithstanding any security 
interest in those moneys, become the property of Her 
Majesty to the extent of that liability as assessed by 
the Minister and shall be paid to the Receiver Gen- 
eral in priority to any such security interest. 


Related Provisions: 224(5), (6) — Service of garnishee; 244(5), 
(6) — Proof of service by mail or personal service; 248(7)(a) + 
Mail deemed received on day mailed. 


History: Subsec. 224(1.2) amended by 1997, c. 12,8. 128, to add 
“and section 11.4’ of the Companies’ Creditors Arrangement Act’ 
following “Bankruptcy and Insolvency Act”, in force September 30, 
1997. j 
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The opening words of subsec. 224(1.2) substituted by 1994, c. 21, 
subsec. 101(3), applicable to requirements and notifications made 
after June 15, 1994. The opening words formerly read: 


(1.2) Idem — Notwithstanding any’ other provision of this 
Act, the Bankruptcy and Insolvency Act (except paragraphs 
69(1)(c) and 69.1(1)(c) of that Act), any other enactment of 
Canada, any enactment of a province or any law, but subject 
to paragraphs 69(1)(c) and 69.1(1)(c) of the Bankruptcy and 
Insolvency Act, where the Minister has knowledge or suspects 
that a particular person is or will become, within 90. days, lia- 
ble to make a payment 


The closing words of subsec. 224(1.2) substituted by 1994, c. 21, 
subsec. 101(4), applicable to requirements and notifications made 
after 1992. The closing words formerly read: AG) 


the Minister may, by registered letter or by a letter served 
personally, require the particular person to pay forthwith, 
where the moneys are immediately payable, and in any other 
case, as and when the moneys become payable,, the moneys 
otherwise payable to the tax debtor or the secured creditor in 
whole or in part to the Receiver General on account of the tax 
debtor’s liability under subsection 227(10.1) or a similar pro- 
vision, and on receipt of that letter by the particular person, © 
the amount of those moneys that is required by that letter to 
be paid to the Receiver General shall, notwithstanding any se- 
curity interest in those moneys, become the property of Her 
Majesty. to the extent of that liability as assessed by the Min- 
ister and shall be paid to the Receiver General in priority to 
any such security interest. 


That portion of subsec. 224(1.2) following para. (b) amended by 
1994, c. 7, Sch. VIII (1993, c. 24), s..130. That portion formerly 
read: 


the Minister may, by registered letter or by a letter served 
personally, require the particular’ person to pay forthwith, 
where the moneys are immediately payable, and in any other 
case; as and when the moneys become payable, the moneys 
otherwise payable to the tax debtor or the secured creditor in 
whole or in part to the Receiver General on account of the tax 
debtor’s liability under subsection 227(10.1) or a similar pro- 
vision, and on receipt of that letter by the particular person, 
the amount of those moneys that is required by that letter to 
be paid to the Receiver General shall, notwithstanding any se- 
curity interest in those moneys, become the property of Her 
Majesty and shall be paid to the Receiver General in priority 
to any such security interest. 


That portion of subsec. 224(1.2) preceding para. (a) substituted by 
1994, c. 7, Sch: V (1992,.c. 27), s. 91, deemed to have come into 
force November 30, 1992. That portion formerly read: 


(1.2) Idem — Notwithstanding any other provision of this 
Act, the Bankruptcy Act, any other enactment of Canada, any 
enactment of a province or any law, where the Minister has 
knowledge or suspects that a particular person is or will be- 
come, within 90 days, liable to make a payment 


Pre-RSC History: Para. 224(1.2)(a) and that portion of subsec. 
(1.2) following para. (b) were substituted by 1990, c. 34, subsecs. 
(2) and (3), effective June 27, 1990. Those portions formerly read: 


(a) to another person who is liable to pay an amount assessed 
under subsection 227(10.1) or a similar provision, or to a le- 
gal representative of that other person (each of whom is in 
this subsection referred to‘as the “tax debtor’), or 


the Minister may, by registered letter or by. a letter served 
personally, require the particular person to pay forthwith, 
where the moneys’are immediately payable, and in any other 
case, as and when the moneys become payable, the moneys 
otherwise payable to the tax debtor or the secured creditor in 
whole or in part to the Receiver General on account of the tax 
debtor’s liability under subsection 227(10.1) or a similar 
provision. 


S. 224(2) 


Subsecs. 1(4), (5) of the said ¢. 34 read as follows: 


(4) Any moneys received by the Receiver General pursuant to 

a letter issued after December 17, 1987 by the Minister of 

National Revenue under subsection 224(1.2) of the said Act 

shall be deemed to have been paid to the Receiver General as 

required under that subsection as if subsection (3) were appli- 

cable at the time the letter was issued. aye 

(5) Subsection (4) does not apply in respect of moneys re-., 
ceived by the Receiver General where legal proceedings have 

been commenced on or before November 6, 1989 with re- 

spect to the recovery of those moneys. . 


Subsec. 224(1.2) added by 1987, c. 46, s. 66, applicable to assess- 
ments in respect of amounts that are deducted or withheld after De- 
cember 17, 1987. 


Selected Cases [subsec. 224(1.2)]: See at end of s. 224. 
Information Circulars: 98-1: Collections policies (Draft). 


I.T. Technical News: No. 6 (enhanced garnishment takes priority 
over builders’ lien claimants). 


(1.3) Definitions — In subsection (1.2), 


“secured creditor” means a person who has a secur- 
ity interest in the property of another person or who 
acts for or.on behalf of that person with respect to 
the security interest and includes a trustee appointed 
under a trust deed relating to a security interest, a 
receiver or receiver-manager appointed by a secured 
creditor or by a court on the application of a secured 
creditor, a sequestrator, or any other person perform- 
ing a similar function; , 

Related Provisions: 227(5.1)(h) — Secured creditor jointly lia- 
ble for unremitted withholding tax. 


“security interest”? means any interest in property 
that secures payment or performance of an obliga- 
tion and includes an interest created by or arising out 
of a debenture, mortgage, lien, pledge, charge, 
deemed or actual trust, assignment or encumbrance 
of any kind whatever, however or whenever arising, 
created, deemed to arise or otherwise provided for; 


“similar provision’ means a provision, similar to 
subsection 227(10.1), of any Act of a province that 
imposes a tax similar to the tax imposed under this 
Act, where the province has entered into an agree- 
ment with the Minister of Finance for the collection 
of the taxes payable to the province under that Act. 


(1.4) Garnishment — Provisions of this Act that 
provide that a person who has been required to do so 
by the Minister must pay to the Receiver General an 
amount that would otherwise be lent, advanced or 
paid to a taxpayer who is liable to make a payment 
under this Act, or to that taxpayer’s secured creditor, 
apply to Her Majesty in right of Canada or a 
province. 

History: Subsec. 224(1.4) added, by 1994, c. 21, subsec. 101(5), 
applicable June 15, 1994, 


(2) Minister’s receipt discharges original lia- 
bility — The receipt of the Minister for moneys paid 
as required under this section is a good and sufficient 
discharge of the original liability to the extent of the 
payment. 
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(3) Idem — Where the Minister has, under this sec- 
tion, required a person.to pay to the Receiver Gen- 
eral on account of a liability under this Act of a tax 
debtor moneys otherwise payable by the person to 
the tax debtor as interest, rent, remuneration, a divi- 
dend, an annuity or other periodic payment, the re- 
quirement applies to all such payments to be made 
by the person to the tax debtor until the liability 
under this Act is satisfied and operates to require 
payments to the Receiver General out of each such 
payment of such amount as is stipulated by the Min- 
ister in the requirement. 


History: Subsec. 224(3) substituted by 1994, c. 21, subsec. 101(6), 
applicable to requirements and notifications made after 1992. That 
subsec. formerly. read: “i 


(3) Continuing garnishment until liability satisfied — 
Where the Minister has, under this section, required a person 
to pay to the Receiver General on account of _the liability 
under this Act of a tax debtor moneys otherwise payable by 
the person to the tax debtor as interest, rent, remuneration, a 
dividend, an annuity or other periodic payment, the require- 
ment is applicable to ‘all such payments to be made by the 
person to the tax debtor until the liability under this Act’ is 
‘Satisfied and operates to require payments to the Receiver 
General out of each such payment of such amount as may be 
stipulated by the Minister in the registered letter or letter 
served personally. 


(4) Failure to comply with subsec. (1), (1.2) or 
(3) requirement — Every person who fails to com- 
ply with a requirement under subsection SET r bwa wits 
(3) is liable to pay to Her Majesty an amount equal 
to the amount that the person was required under 
subsection (1), (1.2) or (3), as the case may be, to 
pay to the Receiver General: 


Related Provisions: 227(10).— Assessment. 


(4.1) Failure to comply with subsec. (1.1) re- 
quirement — Every institution or person that fails 
to comply with a requirement under subsection (1:1) 
with respect to moneys to be lent, advanced or paid 
is liable to pay to Her Majesty an amount equal to 
the lesser of ' 


(a) the total of moneys so lent, advanced or paid; 
and 


(b) the amount that the institution or person was 
required under that subsection to pay to the Re- 
ceiver General. 


Related Provisions: 227(10) — Assessments. 


(5) Service of garnishee — Where a person car- 
ries on business under a name or style other than the 
person’s own name, notification to the person of a 
requirement under subsection ( 1), (1.1) or (1.2) may 
be addressed: tothe name or style under which the 
person carries on business and, in. the case of per- 
sonal service, shall be deemed to be validly served if 
it is left with an adult person employed at the place 
of business of the addressee. 
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History: Subsec. 224(5) substituted by 1994, c. 21, subsec. 101(7), 
applicable to requirements and notifications made after 1992. That 
subsec. formerly read; ; 


(5) Service of garnishee — Where the person who is or is 
about to become indebted or liable under this section carries 
on business under a name or style other than the person’s own 
name, the registered or other letter under subsections (1) and 
(1.2) may be addressed to the name or style under which the 
person carries on business and, in the case of personal ser- 
vice, shall be deemed to have been validly served if it has 
been left with an adult person employed at the place of busi- 
ness of the addressee. 


(6) Idem — Where persons carry on business. in 
partnership, notification to the persons of a require- 
ment under subsection (1), (1.1) or (1.2) may. be ad- 
dressed to the partnership name and, in the case of 
personal service, shall be deemed to be validly 
served if it is served on one of the partners or left 
with an adult person employed at the place of busi- 
ness of the partnership. 


Related Provisions: 244(20)(b) — Service of documents on 
partnerships. 


History: Subsecs. 224(6) substituted by 1994, c. 21, subsec. 
101(7), applicable to requirements and’ notifications made after 
1992. That subsec. formerly read: 


(6) Service on partnership — Where the persons who are or 
are about to become indebted or liable under this section 
carry on business in partnership, the registered or other letter 
under subsections (1) and (1.2) may be addressed to the part- 
nership name and, in the case of personal service, shall be 
deemed to haye been validly served if it has been served on 
one of the partners or left with an-adult person employed at 
the place of business of the partnership. 


Pre-RSC History [s. 224]: Subsec. 224(1) was substituted by 
1990, c. 34, subséc. 1(1), effective June 27, 1990. That portion for- 
merly read: 


224. (1) Garnishment — Where the Minister has knowledge 
or suspects that a person is or will be, within 90 days, liable 
to make a payment to another person who is liable to make a 
payment under this Act (in this section referred to as the “tax 
debtor”), he may, by registered letter or by a letter served per- 
sonally, require that person to pay forthwith, where the mon- 
eys are immediately payable, and, in any other case, as and 
when the moneys. become payable, the moneys. otherwise 
payable to the tax debtor in whole or in part to. the Receiver 
General on account of the tax debtor’s liability under this. Act. 


Subsecs. 1(4), (5) of the said c. 34 read as follows: 


(4) Any moneys received by the Receiver General pursuant to 

a letter issued after December 17, 1987 by the Minister of 
National Revenue. under subsection 224(1.2) of the said Act . 
shall be deemed to have been paid to the Receiver General as 
tequired under that subsection as if subsection (3) were appli- 
cable at the time the letter was issued. 


(5) Subsection (4) does not apply in respect of moneys. re- 
ceived by the Receiver General where legal proceedings have 
been commenced on or before November 6, 1989 with re- 
spect to the recovery of those moneys. 


Subsecs, 224(1.2),.(1.3) added and subsecs. 224(4), (5), (6) 
amended to add in subsecs, (4), (5); (6) reference to subsec. 
224(1.2), and to substitute in subsecs. (5), (6) “liable under this sec- 
tion carries” for “liable carries”, by 1987, c. 46,-s. 66, applicable to 
assessments in respect of amounts that are deducted or withheld af- 
ter December 17, 1987. 
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Subsecs. 224(1), (1.1), (4.1) substituted by 1980-8 1-82-83, c: 140, 
subsecs, 121(1), (2). Those-subsecs.. formerly read: , 


224. (1) Garnishment — Where the Minister has knowledge 
or suspects that:a person is or is about to become indebted or 
liable to. make any payment to another person who is liable to 
make a payment. under this Act (in this section referred to as 
the “tax debtor”), he may, by registered letter or by a letter 
served personally, require that person to pay the moneys oth- 
erwise payable to the tax debtor in whole or in part to the © 

, Receiver General. on account of the tax debtor’s liability 
under this Act. 


(1.1) Idem — Without limiting the generality of subsection 
(1), where the Minister has knowledge or suspects that a 
bank, credit union, trust company or other similar person (in 
this section referred to as the “institution”) is about to ad- 
vance moneys to, or make a payment On behalf of, or make a 
payment in respect of a negotiable instrument issued by, a tax 
debtor who-is indebted to the institution and who has granted 
security to, the: institution in respect of the indebtedness, he 
may, by registered letter or by a.letter served personally, re- 
quire the institution to pay to the Receiver General on ac- | 
count of the tax debtor’s liability under this Act the moneys 
that would otherwise be so advanced or paid. _ , 


(4.1) Idem — Every institution that fails to comply with a re- 
quirement under subsection (1.1) is liable to pay to Her Maj-_, 
esty an amount equal to the lesser of 


(a) the aggregate of the moneys advanced or paid, and . 


(b) the amount that it was required under subsection (1.1) 
to pay to the Receiver General. . 


Subsecs. 224(1), (3), (4) substituted, 224(1.1), (4.1) added by 1980- 
81-82-83, c. 48, subsecs. 103(1), (2). The substituted subsecs. for- 
merly read: 


224. (1) Garnishment — When the Minister has knowledge 
or suspects that a'person is or is about to become indebted or 
liable to make any payment to a person liable to make a pay- 
-ment under this Act, he may, by registered letter or by a letter 
sérved personally, require him to pay the moneys otherwise 
payable to that person:in whole or in part to the Receiver: 
. General.of Canada on account of the liability under this Act. 


(3) Idem — Where the Minister has, under this section, re- 
quired an employer to pay to the Receiver General of Canada 
on account’ of an employee’s liability under this Act moneys: 
otherwise payable by the employer to the employee as remu- 
neration, the requirement is applicable to all future payments 
by the employer to the employee.in respect of remuneration 
until the liability under this Act is satisfied and operates to 
require payments to the Receiver General out of each pay- 
ment of remuneration of such amount as may be stipulated by 
the Minister in the registered letter. 


(4) Idem — Every person who has discharged any liability to 
a person liable to make a payment under this Act without 
complying with a requirement under this section is liable to 
pay to Her Majesty. an amount. equal to the liability» dis- 
charged or the amount which he was required under this sec- 
tion to pay to the Receiver General of Canada, whichever is 
the lesser. 


Selected Cases [s. 224]: Pigott Project Management Ltd. Y, 
Land-Rock Resources Ltd., [1996] 1 C.T.C. 395 (SCC) (Section ap- 
plies in priority to general assignment of book debts), Trans Gas 
Ltd. y. Mid-Plains Contractors Ltd., [1993] 1_C.T.C. 280 (Sask 
C.A.), leave to appeal to SCC granted [1993] 7 WWR Ixviii (note) 
(Provision neither ultra vires nor unreasonable seizure); Canadian 
Asbestos Services Ltd. y. Bank of Montreal, {1993] 1 C.T.C. 48 
(Ont. Ct. (Gen. Div.)) (Crown bound by order under Companies’ 
Creditors Arrangement Act), Re Gaston H. Poulin Contractor Ltd., 
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[1992] 2. C.T.C.-373 (Ont. Ct: (Gen. Div.)) (Crown not bound by 
order under Companies’ Creditors Arrangement Act); Toronto- 
Dominion Bank y.. Canada, [1990], 2.C.T.C. 542 (FCTD).(General 
assignment of book debts absolutely transfers all property therein to 
assignee; such debts cannot be subject to Crown’s third-party 
demand); Lloyds Bank Canada v. International Warranty Co., 
[1990] 2-C.T:C.°360 (Alta.“CA); leave to ‘appeal to SCC reftised 
(1989), 104-NR 320 (note) (Section 224 neither creates 4 trust nor 
effects a:transfer of property in favour of the Crown, and has no 
effect on creditors’ priorities); Cameron v. Canada, [1990] 2.C.T.C, 
299 (FCTD) (Minister successfully. garnished assigned book debts 
where not registered under the Assignment of Book Debts Act 
(Ontario)); Royal Bank of Canada y. Canada, {1990] 2 C.T-C. 285 
(Sask. QB): aff’d [1991] 1 C.T.C. 532 (Sask. CA) (1987 amend- 
ments to section 224 substantially altered the rights of the Crown as 
established \in earlier jurisprudence; Crown’s third-party demand 
preferred. to right.of secured creditor)... 


Definitions [s. 224]: “amount”, “annuity”, “bank” — Interpreta- 
tion Act 35(1);. “business” —~248(1); “Canada” — 255; “carrying 
on business” —-253; “diyidend”,,“‘employed”, “employee”, “em- 
ployer’, “Minister”, “person”, ‘property.’ — 248(1);. “province” — 
Interpretation Act 35(1); “tax, debtor” — 224(1); “tax, payable” — 
248(2); “trust” — 104(1), 248(1), (3); “writing” — Interpretation 


Aer 350i 


224.1 Recovery by deduction or set-off — 
Where a person is indebted to Her Majesty under 
this Act or under an Act of a province. with, which 
the Minister of Finance has entered into an agree- 
ment for the collection of the taxes payable to the 
province under that Act, the Minister may require 
the retention by way of deduction or set-off of such 
amount, as the Minister may specify out.of. any 
amount that may be or become payable to the person 
by Her Majesty in right of Canada. 

Related Provisions: 164(2) — Set-off of refund against. other 
amount owing by the. taxpayer to the Crown or a, province; 203 — 


Set-off of Part X refunds;, 222.1 — Application to awards of court 
costs; 225.1 = Collection restrictions. 


Pre-RSC History: S. 224.1 substituted by 1980-81-82-83, c. 48, s. 
104. MISE 


5. 224.1 enacted by, 1979,.c..5, 8. 64. 


Selected Cases [s. 224.1]: Mintzer v. Canada, [1996] 1 C.T.C. 
249 (FCA) (Set-off at common law and “compensation” in ciyil law 
not the same; different result might have occurred in Quebec). 


Definitions [s. 224.1]: “amount”, “Minister”, “person” — 248(1); 
“province” — Interpretation Act 35(1). 


Information Circulars: 98-1: Collections policies (Draft). 


224.2 Acquisition of debtor’s property — For 
the purpose of collecting debts owed by. a person to 
Her Majesty under this Act or under an Act of a 
province with which the Minister of Finance has en- 
tered into an agreement for the collection of taxes 
payable to the province under that Act, the Minister 
may purchase or otherwise acquire any interest in the 
person’s property that the Ministeris given a right to 
acquire in legal proceedings or under a court order or 
that is offered for sale or redemption and may dis- 
pose of any interest so acquired in such manner as 
the Minister considers reasonable. 


Related Provisions: 222.1 — Application to awards of court 
costs. 
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Pre-RSC History: S. 224.2 enacted by 1980-81-82-83) c, 140, s, 
122. : 

Definitions: “Minister”, “person” oly 248(1); “province” — Inter- 
pretation Act 35(1). 


224.3 (1) Payment of moneys seized from tax 
debtor — Where the Minister has knowledge or 
suspects that a particular person is holding moneys 
that were seized by a police officer in the course of 
administering or enforcing the criminal law of Can- 
ada from another person (in this section referred to 
as the “‘tax debtor”) who is liable to make a payment 
under this Act or under an Act of a province with 
which the Minister of Finance has entered into an 
agreement for the collection of taxes payable to the 
province under that Act and that are restorable to the 
tax debtor, the Minister may in writing require the 
particular person to turn over the moneys otherwise 
restorable to the tax debtor in whole or in part to the 
Receiver General on account of the tax debtor’s lia- 


bility under this Act or under the Act of the prov- — 


ince, as the case may be. 


Related Provisions: 222.1 — Application to awards: of court 
costs; 225.1 — Collection restrictions; 244(5), (6) — Proof of ser- 
vice by mail or personal Service; 248(7)(a) — Mail deemed te- 
ceived'on day mailed. 


History: Subsec. 224.3(1) substituted by 1994, c. 21, s.'102, appli- 
cable to requirements made after 1992. That subsec. formerly read: 


(1) Payment of moneys seized from tax debtor — Where 
the Minister has knowledge or Suspects that a person is hold- 
ing moneys that were seized by a police officer in the course 
of administering or enforcing the criminal law of Canada 
from another person, who is liable to make a payment under : 
this Act or under an Act of a province with which the Minis- 
ter of Finance has entered into an agreement for the collection 
of taxes payable to the province under that Act (in this section 
teferred to as the “tax debtor”) and that are restorable to the 
tax debtor, the Minister may, by registered letter or by a letter 
served personally, require that person to turn over the moneys 
otherwise restorable to the tax debtor in whole or in part to 
the Receiver General on account of the tax debtor’s liability 
under this Act or under the Act of the province, as the case 
may be. : 


(2) Receipt of Minister — The receipt of the Min- 


ister for moneys turned over as required by this sec- | 


tion is a good and sufficient discharge of the require- 
ment to restore the moneys to the tax debtor to the 
extent of the amount so turned over. 
Pre-RSC History [s. 224.3]: S. 224.3 enacted by 1980-81-82-83, 
c.:140,-s.. 122: ; 
Definitions [s. 224.3]: “Minister”, “person” — 248(1); “prov- 
ince” — Interpretation Act 35(1);. “tax debtor” — 224.3(1); “‘writ- 
ing” — Interpretation Act 35(1). 


Forms [s. 224.3]: T1118; T1118A, B, C, PD-A, PD-B: Require- _ 


ment to pay. 


225. (1) Seizure of chattels — Where 4 person 
has failed to pay an amount as required by this Act, 
the Minister may give 30 days notice to the person 
by registered mail addressed to the person’s latest 
known address of the Minister’s intention to direct 
that the person’s goods and chattels be seized and 
sold, and, if the person fails to make the payment 
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before the expiration of the 30 days, the Minister 
may issue a certificate of the failure and direct that 
the person’s, goods and chattels be seized. 

Related Provisions: 222.1 — Application to awards of court 


costs; 225.1 — Collection restrictions: 244(5) — Proof of service 
by mail; 248(7) — Mail deemed received on day mailed. 


Pre-RSC History: Subsec. 225(1) substituted by 1985, c. 45, s. 
115. Subsec. 225(1) formerly read: 


(1) Seizure of chattels — Where a person has failed to 
make a payment as required by this Act, the Minister, on giv- 
ing 30 days’ notice by. registered mail addressed to his last 
known place of residence, may, whether or not there is an 
objection to or appeal in respect of the assessment not dis- 
posed of; issue a certificate of the failure and direct that the 
goods. and chattels of the person in default be seized. 


Selected Cases [subsec. 225(1)]: The Queen y. Bourassa, 
[1984] C.T.C. 331: (FCTD) (Unoccupied mobile home subject to 
seizure); MNR y. Alliance Blindée Ltée, [1982] C.T.C. 266 (FCTD) 
(Creditors failing to exercise rights Cannot oppose seizure). - 


Information Circulars: 98-1: Collections policies (Draft). 


(2) Sale of seized property — Property seized 
under this section shall be kept for 10 days at the 
cost and charges of the owner and, if the owner does 
not pay the amount owing together with the costs 
and charges within the 10 days, the property seized 
shall be sold by public auction. 


(3) Notice of sale — Except in the.case of perisha- 
ble goods, notice of the sale setting out the time and 
place thereof, together with a general description of 
the property to be sold shall, a reasonable time 
before the goods are sold, be published at least once 
in. on€..or, more. newspapers of general. local 
circulation. 


(4) Surplus returned to owner — Any: surplus 
resulting from the sale after deduction of the amount 
owing and all costs and charges shall be paid or re- 
turned to the owner of the property seized. 


(5) Exemptions from seizure — Such goods and 
chattels of any person in default.as. would be exempt 
from seizure under a writ of execution issued out of 
a superior court of the province in which the seizure 
is made are exempt from seizure under this section. 
Related Provisions: 226(2) — Taxpayer leaving Canada or 
defaulting. 

Definitions [s. 225]: “assessment”, “Minister”, “person”, “prop- 


erty” — 248(1); “province”, “superior court” — Interpretation Act 
35(1). 


225.1 (1) Collection restrictions — Where a tax- 
payer is liable for the payment of an amount as- 
sessed under this Act, other than an amount assessed 
under subsection 152(4.2), 169(3) or 220(3.1), the 
Minister shall not, for the purpose of collecting the 
amount, 


(a) commence legal proceedings in a court, 
(b) certify the amount under section 223} 


(c) require a person. to make a payment. under 
subsection 224(1), 
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(d) require an institution or a person to make a 
payment under’ subsection 224(1.1), 


(e) require the retention of the amount by way of 
deduction or set-off under section 22471, 


(f) require a person to turn over moneys under 
subsection 224.3(1), or 


(g) give a notice, issue a certificate or make’a di- 
rection under subsection 225(1) 


until after the day that is 90 days after the day of the 
mailing of the notice of assessment. 
Related Provisions: 164(1.1) — Refund to taxpayer of amount 


under objection or appeal; 225.1(6), (7) — Limitations on collection 
restrictions. . 


History: The opening words of subsec. 225.1(1) amended by 1998, 
c. 19, s. 225, in force June : 10 


_ (1) Collection restrictions — Where a taxpayer is liable for 
the payment of an amount assessed under this Act, the Minis- 
ter shall not, for the purpose of collecting the amount, 


That portion of subsec. 225.1(1) following para. (g) amended by 
1994, c. 7, Sch. VIII (1993, c. 24), subsec. 131(1). That portion for- 
merly read: 


before the day that is 90 days after the day of mailing of the 
notice of assessment. - 


Pre-RSC History: See at end of s. 225.1. 
Information Circulars: 98-1: Collections policies (Draft). 


(2) Idem — Where a taxpayer has served a notice of 
objection under this Act to an assessment of an 
amount payable under. this Act, the Minister shall 
not, for the purpose of collecting the amount in con- 
troversy, take any of the actions described in 
paragraphs (1)(a) to (g) until after the day that is 90 
days after the day on which notice is mailed to the 
taxpayer that the Minister has confirmed or varied 
the assessment. 

Related Provisions: pdearah (sie (7) — Limitations on collection 
restrictions. 


History: Subsec. 225.1(2) amended by 1994, c,.7, Sch. VIII (1993, 
c. 24), subsec. 131(2), to substitute “until after” for “before”. 


Pre-RSC History: See at end of s. 225.1. 


(3) Idem — Where a taxpayer has appealed from an 
assessment of an amount payable under this Act to 
the Tax Court of Canada, the Minister shall not, for 
the purpose of collecting the amount in controversy, 
take any of the actions described in paragraphs (1)(a) 
to (g) before the day of mailing of a copy of the deci- 
sion of the Court to the taxpayer or the day on which 
the taxpayer discontinues the appeal, whichever is 
the earlier. 


Related Provisions: 225.1(6), (7) — Limitations on collection 
restrictions. 


Selected Cases [subsec. 225.1(3)]: Cormier v. Canada (No. 
2), [1991] 1 C.T.C. 410 (FCTD) (Provision not to be applied 
retroactively). 


(4) idem — Where a taxpayer has agreed under sub- 
section 173(1) that a question should be determined 
by the Tax Court of Canada, or where a taxpayer is 
served with a copy of an application made under 
subsection 174(1) to that Court for the determination 


S. 225.1(6)(d) 


of a question, the Minister shall not take any of the 
actions described in paragraphs (1)(a) to (g) for the 
purpose. of collecting that part of an amount as- 


_ sessed, the liability for payment of which will be af- 


fected by the determination of the question, before 


| the day on which the question is determined by the 


Court. 


Related Provisions: 225.1(6), (7) — Limitations on collection 
restrictions. 


(5) Idem — Notwithstanding any other provision in 
this section, where a taxpayer has served a notice of 
objection under this Act to an assessment or has ap- 
pealed to the Tax Court of Canada from an assess- 
ment and agrees in writing with the Minister to delay 
proceedings on the objection or appeal, as the case 
may be, until judgment has been given in another ac- 
tion before the Tax Court of Canada, the Federal 
Court of Appeal or the Supreme Court of Canada in 


| which the issue is the same or substantially the same 


as that raised in the objection or appeal of the tax- 
payer, the Minister may take any of the actions de- 
scribed. in paragraphs (1)(a) to (g) for the purpose of 
collecting the amount assessed, or a part thereof, de- 
termined in a manner consistent with the decision or 
judgment of the Court in the other action at any time 
after the Minister notifies the taxpayer in writing that 


(a) the decision of the Tax Court of Canada in 
that action has been mailed to the Minister, 


(b) judgment has been pronounced by the Federal 
Court of Appeal in that action, or 


(c) judgment has been delivered by the Supreme 
Court of Canada in that action, 


as the case may be. 


History: Subsec. 225.1(5) amended by 1994, c. 7, Sch. Il (1991, c. 
49), 5. 184, to substitute “Tax Court of Canada from an assessment” 
for “Tax Court of Canada or Federal Court—Trial Division from the 
assessment” and “Federal Court of Appeal” for “Federal Court’: 
(twice), deemed to have come into force on January 1, 1991. 


Pre-RSC History: See at end of s. 225.1. 


Selected Cases [subsec. 225.1(5)]: Canada v. Satellite Earth 
Station Technology Inc., [1989] 2 C.T.C. 291 (FCTD) (Once tax- 
payer meets evidentiary burden to raise reasonable doubt about suf- 
ficiency of Crown’s evidence, on balance of probabilities, Crown 
must prove collection would be jeopardized by delay (Note subse- 
quent change in legislation)); Doyle v. MNR, [1989] 2 GI.C. 270 
(FCTD) (Abeyance letter under provision may be signed by tax- 
payer’s designated agent and officer of Appeals Division). 


(6) Where subsecs. (1) to (4) do not apply — 
Subsections (1) to (4) do not apply with respect to 


(a) an amount payable under Part VIT; 


(b) an amount deducted or withheld, and required 
to be remitted or paid, under this Act or a regula- 
tion made under this Act; 


(c) an amount of tax required to be paid under 
section 116 or a regulation made under subsec- 
tion 215(4) but not so paid; 


(d) the amount of any penalty payable for failure 
to remit or pay an amount referred to in para- 
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graph (b) or (c) as and when required by this Act 
or a regulation made under this Act; and 
(€) any interest’ payable under a provision of this 
Act on an amount referred to in this paragraph or 
any of paragraphs (a) to (d). 
Related Provisions: 225.2 — Collection in jeopardy. 
Pre-RSC History: See at end of s. 225.1. . 
Information Circulars: 98-1: Collections policies (Draft). 


(7) Idem — large corporations — Where an 
amount has been assessed under this Act in respect 
of a corporation for a taxation year in which it was a 
large corporation, subsections (1) to (4) do not apply 
to limit any action of the Minister to COUCTE tua 


(a) at any time.on or before the particular day that 
is 90. days after the day.of. the mailing of the no- 
tice of assessment, '/2 of the amount. so assessed; 
and 


(b) at any time after °the particular day, the 
amount, if any, by which the amount so assessed 
exceeds the total:of 


(1) all amounts collected before that time with 
respect to the assessment, and ae 


(ii) '2 of the amount in controversy at that 
time. . 
History: Subsec. 225.1(7) added by 1994, c. 7, Sch. VIII (1993;,c! 
24), subsec. 131(3), applicable after June 10, 1993 except that, 
where a taxpayer has served a notice of objection or has instituted 
an appeal under the Act with respect to a notice of assessment of 
tax, interest or penalties under the Act mailed before OY, 
(a) the reference in para. (a) to “'/2” shall, in its application 
before 1994 with respect to all proceedings concerning the sub- 
ject-matter of the notice of objection or. the appeal, be read as 
“Yas and 
(b) the reference in subpara. (b)(ii) to “2” shall, in its applica- 
tion before 1994 with respect to all proceedings concerning the 
subject-matter of the ‘notice of objection or the appeal, be read 


> 


as “/4". 


Information Circulars: 98-1: Collections policies (Draft). 


(8) Definition of “large corporation” — For the 
purposes of this section, a “large corporation” in a 
particular taxation year means sat ales, 
(a) a corporation by which tax under Part 1.3 is 
payable, 


(i) where the particular year ended before July 
1989, for its first taxation year that ends: after 
June 1989, or 


(it) where the particular year ended after June 
1989, for the particular year, 


or would, but for subsection 181.1(4), have been 
so payable, or 

(b) a corporation that, at the end of the particular 
year, is related (for the purpose of section 181.5, 
as that section reads in its application to the 1992 
taxation year) to a corporation that isa large cor- 
poration in its taxation year that includes the end 
of the particular year, 


and, for the purpose of: subparagraph (a)(i), a corpo- 
ration ‘formed as a result of the amalgamation or 
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merger of 2 or more predecessor corporations shall 
be deemed to be the same corporation as, and a con- 
tinuation of, each of the predecessor corporations. 


Related Provisions: 164(1.1) — Repayment on objections and 
repeals; 165(1.11), (1.13), 169(2:1) — Limitations on objections 
and appeals by large corporations; 220(4.1) = Security; 225.1(8) — 
Definition of “large corporation”. 


History: Paras. 225.1(8)(a) and (b) substituted by 1994, c.-21, s. 
103, applicable June 15; 1994: Those paras. formerly read: 


(a) a corporation by which tax, under Part I.3 is payable, . 


(i) where the particular year ended before July 1989, for 
its first taxation year ending after June 1989, or 


(ii) where the particular year ended after June 1989, for... 
the particular year, 


or would, but for section 181.1, have been so payable, or 


(b) a corporation that, at the end of the particular year, is re- 
lated (for the purposes of section 181.5) to a corporation that 
is a large corporation in its taxation year that includes the end 
of the particular year, 


Subsec. 225.1(8) added by 1994, c. 7, Sch. VII (1993, c. 24), sub- 
sec. 131(3), applicable after June 10, 1993. 


Pre-RSC History: Subsec. 225.1(1) amended to substitute “an 
amount assessed under this Act” for “an amount assessed under this 
Act (in this subsection referred’ to as the “unpaid amount”), other 
than an amount payable under Part VIII or subsection 2279)" in 
that portion preceding para. (a), “the amount” for “the unpaid 
amount” in that same portion and paras. (b) and (e), and “a person” 
for “person” in para. (d), subsec. (2) amended to substitute “payable - 
under this Act” for “payable under this Act, other than-an amount 
payable under Part VIII or subsection 227(9),” subsecs. (3), (4) sub- 
stituted and subsec. (6) added, by 1990, c. 34, subsecs. 2(1) and (2), 
effective June 27, 1990. Subsecs. 225.1(3), (4) formerly read: 


(3) Idem — Where a taxpayer has appealed from an assess-_ 
ment of an amount payable under this Act, other than an 
amount payable under Part VIII or subsection 227(9), to the 
Tax Court of Canada or to the Federal Court=Trial Division 
(otherwise than pursuant to subsection: 172(1)),; the Minister 
shall not, for the purpose of collecting the amount in contro- 
versy, take any of the actions described in paragraphs (1)(a) 
to (g), . 


(a) where the appeal is to the Tax Court of Canada, | 
before the day of mailing of a copy of the decision of the 
Court to the taxpayer; and 


(b) where the appeal is to the Federal Court—Trial Divi- 
sion, before the day on which. the judgment of the Court 
is pronounced or the day on which the taxpayer discon- 
tinues the appeal, whichever is the earlier. . 


(4) Idem — Where a taxpayer has agreed under subsection 
173(1) that a question’ should be determined by the Federal 
Court or where a taxpayer is-served with a copy of an appli- 
cation. made under subsection 174(1) to the Tax Court. of 
Canada or to the Federal Court—Trial Division for the deter-. 
mination of a question, the Minister shall. not take any of the 
actions described in paragraphs (1)(a) to (g) for the purpose. 
of collecting that part of an amount assessed, other than an 
amount payable under Part VIII or subsection 227(9), the lia 
bility for payment of which will be affected by the determina- 
tion of the question, before the day on which: the question is : 
determined by. the Court. 


Para. 225.1(1)(b) amended to substitute “section 223” for “subsee- 
tion 223(1)” by 1988, c. 55, s. 169, applicable with respect to no- 
tices of assessment mailed after 1984. ; 

All that portion of subsecs. 225.1(1) ‘and (3) preceding para. (a) of 
each, and subsecs. 225.1(2) and (4) amended by 1986, ¢: 24,°s:-2,'to 
substitute “under Part VIII or'subsection 227(9)” for “under subsec- 
tion .227(9)” in each provision and ‘to substitute “or where a tax- 


1694 


Part XV — Administration and Enforcement 


payer is served” for. “or where he is served” in subsec. 225.1(4), 
applicable to amounts assessed after March 26, 1986. 


S. 225.1 added by 1985, c. 45, subsec. 116(1), applicable as to sub- 
sec; 225.1(1) with respect to notices of assessment’ mailed after 
1984, as to subsec. 225.1(2) with respect to notices. of objection 
served after 1984, as to subsec. 225.1(3) with respect to appeals 
from assessments objected to after 1984, as to subsec. 225.1(4) with 
respect to assessments’ made after 1984 and with respect to assess- 
ments objected to after 1984, and as to’ subsec. 225.1(5) with respect 
to notices of objection served after 1984 and appeals from assess- 
ments objected to after 1984. 


Selected Cases [s. 225.1]: Milne, Re, [1995] 1 C.T.C. 122 
(FCTD) (Collection proceedings not stayed out of consideration for 
effect on market of disposition of assets). 


Definitions [s. 225.1]: “amount”, “assessment” — 248(1); “cor- 
poration” — 248(1), Interpretation Act 35(1); “large corpora- 
tion” — 225.1(8); “Minister”, “person” — 248(1); “taxation 
year” — 249; “taxpayer” — 248(1); “writing” — Interpretation Act 
35(1). 


225.2 (1) Definition of “judge” — In this section, 
“judge” means a judge or a local judge of a superior 
court of a province or a judge of the Federal Court. 


(2) Authorization to proceed forthwith — Not- 
withstanding section 225.1, where, on ex parte appli- 
cation by the Minister, .a judge is satisfied that there 
are reasonable grounds to believe that the collection 
of all or any part of an amount assessed in respect of 
a taxpayer would be jeopardized by a delay in the 
collection of that amount, the judge shall, on such 
terms as the judge considers reasonable in the cir- 
cumstances, authorize the Minister to take forthwith 
any of the actions described in _ paragraphs 
225.1(1)(a) to (g) with respect to the amount. 
Related Provisions: 164(1.2) — Delay of refund where collec- 
tion of tax in jeopardy. 


Selected Cases [subsec. 225.2(2)]: MNR v. 159890 Canada 
Inc: [1997] 3 C.T-C. 284 (FCTD) (Jeopardy orders not to be sought 
where other means available to Minister to secure tax). 


(3) Notice of assessment not sent — An au- 
thorization under subsection (2) in respect of an 
amount assessed in respect of a taxpayer may be 
granted by a judge notwithstanding that a notice of 
assessment in respect of that amount has not been 
sent to the taxpayer at or before the time the applica- 
tion is made where the judge is satisfied that the re- 
ceipt of the notice of assessment by the taxpayer 
would likely further jeopardize the collection of the 
amount, and for the purposes of sections 222, 223, 
224, 224.1, 224.3 and 225, the amount in respect of 
which an authorization is so granted shall be deemed 
to be an amount payable under this Act. 


(4) Affidavits — Statements contained in an affida- 
vit filed in the context of an application under this 
section may be based on belief with the grounds 
therefor. 


(5) Service of authorization and of notice of 
assessment — An authorization granted under 
this section in respect of a taxpayer shall be served 
by the Minister on the taxpayer within 72 hours after 
it is granted, except where the judge orders the au- 


S. 225.2(13) 


thorization to be served at some other time specified 
in the authorization, and, where a notice of assess- 
ment has not been sent to the taxpayer at or before 
the time of the application, the notice of assessment 
shall be served together with the authorization. 


(6) How service effected — For the purposes of 
subsection. (5), service on a taxpayer shall be ef- 
fected by . 


(a) personal service on the taxpayer, or 


(b) service in accordance with directions, if any, 
of a judge. 
Related Provisions: 244(6) — Proof of personal service. 


(7) Application to judge for direction — Where 
service on a taxpayer cannot reasonably otherwise be 
effected as and when required under this section, the 
Minister may, as soon as_practicable,,.apply to a 
judge for further direction. 


(8) Review of authorization — Where a judge of 
a court has granted an authorization under this sec- 
tion in respect of a taxpayer, the taxpayer may, on 6 
clear days notice to the Deputy Attorney General of 
Canada, apply to a judge of the court to review the 
authorization. | 


Related Provisions: Interpretation Act 27(1) — Calculation of 
clear days. 


(9) Limitation period for review application — 
An application under subsection (8) shall be made 


(a) within 30 days from the day on which the au- 
thorization was served on the taxpayer in accor- 
dance with this section; or 


(b) within such further time as.a judge may allow, 
on being satisfied that the application was made 
as soon as practicable. 


(10) Hearing in camera — An application under 
subsection (8) may, on the application of the tax- 
payer, be heard in camera, if the taxpayer establishes 
to the satisfaction of the judge that the circumstances 
of the case justify in camera proceedings. 


(11) Disposition of application — On an: appli- 
cation under subsection (8), the judge shall deter- 
mine the question summarily and may confirm, set 
aside or vary the authorization and make such other 
order as the judge considers appropriate. 


Related Provisions: 225.2(13) —No appeal from judge’s 
decision. 


(12) Directions — Where any question arises as to 
the course to be followed in connection with any- 
thing done or being done under this section and there 
is no direction in this section with respect thereto, a 
judge may give such direction with regard thereto as, 
in the opinion of the judge, is appropriate. 


(13) No appeal from review order — No appeal 
lies from an order of a judge made pursuant to sub- 
section (11). 
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Pre-RSC History [s. 225.2]: S. 225.2 substituted by 1988, c. 55, 
s. 170. S. 225.2 formerly read: 


225.2 (1) Collection in jeopardy — Notwithstanding section 
225.1, where it may reasonably be considered that collection 
of an amount assessed in respect of a taxpayer would be jeop- 
ardized by a delay in the collection thereof, and the Minister 
has, by notice served personally or by registered letter ad- 
dressed to the taxpayer at his latest known address, so advised 
the taxpayer and directed the taxpayer to pay forthwith the 
amount assessed or any part thereof, the Minister may forth- 
with take any of the actions described in paragraphs 
225.1(1)(a) to (g) with respect to that amount or that part 
thereof. 


(2) Application to vacate direction — Where the Minister 
has under subsection (1) directed a taxpayer to pay an amount 
forthwith, the taxpayer may 


(a) upon 3 days notice of motion to the Deputy Attorney 
General of Canada, apply to a judge of a superior court 
having jurisdiction in the province in which the taxpayer 
resides or to a judge of the Federal Court of Canada for 
an order fixing a day (not earlier than 14 days nor later 
than 28 days after the date of the order) and place for the 
determination of the question whether the direction was 
justified in the circumstances; 


(b) serve a copy of the order on the Deputy Attorney 
General of Canada within 6 days after the day on which it 
was made; and 


(c) if he has proceeded as authorized by paragraph (b), 
apply at the appointed time and place for an order deter- 
mining the question. 


(3) Time for application — An application to a judge under 
paragraph (2)(a) shall be made 


(a) within 30 days after the day on which the notice under 
subsection (1) was served or mailed; or 


(b) within such further time as the judge, upon being sat- 
isfied that the application was made as soon as circum- 
stances permitted, may allow. 


(4) Hearing in camera— An application under paragraph 
(2)(c) may, on the application of the taxpayer, be heard in 
camera, if the taxpayer establishes to the satisfaction of the 
judge that the circumstances of the case justify in camera 
proceedings. 


(5) Burden to justify direction — On the hearing of an appli- 
cation under paragraph (2)(c) the burden of justifying the di- 
rection is on the Minister. 


(6) Disposition of application — On an application -under 
paragraph (2)(c), the judge shall determine the question sum- 
marily and may confirm, vacate or vary the direction and 
make such other order as he considers appropriate. 


(7) Continuation by another judge — Where the judge to 
whom an application has been made under paragraph (2)(a) 
cannot for any reason act or continue to act in the application 
under paragraph (2)(c), the application under paragraph (2)(c) 
may be made to another judge. 


(8) Costs — Costs shall not be awarded upon the disposition 
of an application under subsection (2; 


S. 225.2 added by 1985, c. 45, subsec. 116(1). 


Selected Cases [s. 225.2]: Moss v. R., [1998] 1 C.T.C. 2999 
(TCC) (Appeal against issuance of jeopardy order is only against 
reasonable apprehension of jeopardy, not against underlying 
assessment); Steele v. Canada, [1996] 2 C.T.C. 279 (Sask. QB) 
(Jeopardy order set aside where collection possible from taxpayer’s 
spouse); Canada v. Landru (S.), [1993] 1 C.T.C. 93 (Sask. QB) 
(Mere suspicion of jeopardized collection not sufficient to Justify 
jeopardy order); Dep. MNR vy. Atchison, 989 TL CnC. S424 5c. 
SC) (“Jeopardy” orders set aside where Minister failed to make full 
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disclosure of facts; in applying ex parte; Minister must act in utmost 
good faith); Chudina et al. vy. Dep. A.G. Can., [1988] 1 C.T.C. 303 
(B.C. SC) (Seizure set aside where debtor not given opportunity to 
appeal. or make payment); 1853-9049 Quebec Inc. v. The Queen, 
[1986] 2 C.T.C. 486 (FCTD) (Immediate payment not required 
where no evidence that delay will endanger collection; burden on 
Crown); Danielson v. Dep. A.G. Can., [1986] 2 C.T.C. 380 (FCTD) 
(Crown must show that actual jeopardy in collection arose from de- 
lay, not merely that collection is in jeopardy per se); Danielson y. 
Dep. A.G. Can., [1986] 2 C.T.C. 42 (FCTD) (Execution of writ of 
seizure obtained after payment forthwith demanded was enjoined 
until hearing of objection to applicability of subsection 225.2(1) 
where taxpayer gave express undertaking not to dispose of assets 
not seized or remove funds in excess of personal living 
requirements). 

Definitions [s. 225.2]: “amount” — 248(1); “clear days” — In- 
terpretation Act 27(1); “Minister” — 248(1); “province” — Inter- 
pretation Act 35(1); “superior court” — Interpretation Act 35(1); 
“taxpayer” — 248(1). 


Information Circulars [s. 225.2]: 73-10R3: Tax evasion. 


226. (1) Taxpayer leaving Canada — Where the 
Minister suspects that a taxpayer has left or is about 
to leave Canada, the Minister may, before the day 
otherwise fixed for payment, by notice served per- 
sonally or by registered letter addressed to the tax- 
payer’s latest known address, demand payment of 
the amount of all taxes, interest and penalties for 
which the taxpayer is liable or would be liable if the 
time for payment had arrived, and that amount shall 
be paid forthwith by the taxpayer notwithstanding 
any other provision of this Act. 

Related Provisions: 128.1(4)— Tax effects of ceasing to be 
resident in Canada; 222.1 — Application to awards of court costs; 


225.2 — Immediate collection of amounts owing; 248(7)(a) — No- 
tice deemed received on day mailed. 


(2) Idem — Where a taxpayer has failed to pay, as 
required, any tax, interest or penalties demanded 
under this section, the Minister may direct that the 
goods and chattels of the taxpayer be seized and sub- 
sections 225(2) to (5) apply, with respect to the 
seizure, with such modifications as the circum- 
stances require. 


Related Provisions: 222.1 — Application to awards of court 
costs. 


History [s. 226]: S. 226 substituted by 1994, c. 7, Sch. II (1991, c. 
49), s. 185. S. 226 formerly read: 


226. (1) Taxpayer leaving Canada or defaulting — Where 
the Minister suspects that a taxpayer is about to leave Canada, 
the Minister may before the day otherwise fixed for payment, 
by notice served personally or by registered letter addressed 
to the taxpayer, demand payment of all taxes, interest and 
penalties for which the taxpayer is liable or would be liable if 
the time for payment had arrived, and the same shall be paid 
forthwith notwithstanding any other provision of this Act. 


(2) Seizure on failure to pay — Where a person has failed 
to pay tax, interest or penalties demanded under this section 
as required, the Minister may direct that the goods and chat- 
tels of the taxpayer be seized and subsections 225(2) to (5) 
are, thereupon, applicable with such modifications as the cir- 
cumstances require. 


Selected Cases [s. 226]: Carolus v. MNR, [1976] C.T.C. 608 
(FCTD) (Trailers held not to be principal residences not exempted 
from seizure under subsection 2( 1) Exemptions Act (Alta.)). 
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Definitions [s. 226]: “Minister”, “taxpayer” — 248(1). 


227. (1) Withholding taxes — No action lies 
against any person for deducting or withholding any 
sum of money in compliance or intended compliance 
with this Act. 

Selected Cases [subsec. 227(1)}: Mollenhauer Ltd. v. Canada, 
[1992] 2 C.T.C. 121 (FCTD) (Contractor paying salaries of employ- 
ees of subcontractor required to withhold and remit source 
deductions); Lomex Inc. v. MNR, [1992] 2. C.T.C, 2678 (TCC) (Ex- 
tension of time to file notice of objection granted in respect of pur- 
ported simultaneous violation of several statutes in addition to In- 
come Tax Act). 


(2) Return filed with person withholding — 
Where a person (in this subsection referred to as the 
“payer’) is required by regulations made under sub- 
section 153(1) to deduct or withhold from a payment 
to another person an amount on account of that other 
person’s tax for the year,.that other person, shall, 
from time to time. as prescribed, file a return with the 
payer in prescribed form. 


Related Provisions: 162(7) — Failure to comply with regulation. 
Regulations: 107 (deadline for employee to file TD1 return). 
Forms: TD1: Personal tax credits return. 


(3) Failure to file return — Every person who 
fails to file a return as required by subsection (2) is 
liable to have the deduction or withholding under 
section 153 on account of the person’s tax made as 
though the. person were an unmarried person without 
dependants. 
Pre-RSC History [subsecs. 227(2), (3)]: Subsecs. 227(2), (3) 
substituted by 1980-81-82-83, c. 48, s. 105, applicable with respect 
to payments made after 1979. Subsecs. 227(2), (3) formerly read: 
(2) Every person whosé employer is required to deduct or 
withhold any amount from his remuneration under section 
153 shall, from time to time as prescribed, file a return with 
his employer in prescribed form. 


(3) Every person failing to file a form as required by subsec- 
tion (2) is liable to have the deduction or withholding from 
his salary or wages under section. 153 made as though he 
were an unmarried person without dependants. 


(4) Trust for moneys deducted — Every person 
who deducts or withholds an amount under this Act 
is deemed, notwithstanding any security interest (as 
defined in subsection 224(1.3)) in the amount so de- 
ducted or withheld, to hold:the amount separate and 
apart from the property of the person and from prop- 
erty held by any secured creditor (as defined in sub- 
section 224(1.3)) of that person that but for the se- 
curity interest would be property of the person, in 
trust for Her Majesty and for payment to Her Maj- 
esty in the manner and at the time provided under 
this Act. . 

Related Provisions: 227(4.1) — Extension of trust; 227(4.2) — 
Meaning of security interést. 


History: Subsec. 227(4) amended by 1998, c. 19, subsec. 226(1), 
deemed to have come into force on June 15, 1994. Subsec. 227(4) 
formerly read: 

(4) Money held in trust — Every person who deducts or 


withholds an amount under this Act shall be deemed to hold 
the amount so deducted or withheld in trust, separate and 


S. 227(5) 


apart from the person’s own moneys, for Her Majesty and, for 
payment to. Her. Majesty. in the manner and at the time pro- 
vided under this Act, and Her Majesty has a lien and charge . 
on the property and assets of the person whether or not the 
person has kept the amount separate and apart or is in receiv- 
ership, bankruptcy or liquidation or has made an assignment. 


Subsec. 227(4) substituted by 1994, c. 21, subsec. 104(1), applica- 
ble June 15, 1994. That subsec. formerly read: 


(4) Money held in trust for Her Majesty — Every person 
who deducts or withholds any amount under this Act shall -be 
deemed to hold the amount so deducted or withheld in trust 
for Her Majesty. — : 


Selected Cases [Subsec. 227(4)]: Roynat Inc. v. Ja-Sha 
Trucking & Leasing Ltd. (No. 2), [1992] 2 C.T.C. 139 (Man. CA) 
(Statutory trusts under subsections 227(4) and (5) conflicted with 
and took priority over provisions of Personal: Property Security 
Act). 


(4.1) Extension of trust — Notwithstanding any 
other provision of this Act, the Bankruptcy and In- 
solvency Act (except sections 81.1 and 81.2 of that 
Act), any other enactment of Canada, any enactment 
of a province or any other law, where at any time an 
amount deemed by subsection (4) to be held by a 
person in trust for Her Majesty is not paid to Her 
Majesty in the manner and at the time provided 
under this Act, property of the person and: property 
held by any secured creditor (as defined in subsec- 
tion 224(1.3)) of that person that but for.a security 
interest (as defined in subsection 224(1.3)) would be 
property of the person, equal in value to the amount 
so deemed to be held in trust is deemed 


(a) to be held, from the time the amount was de- 
ducted or withheld by the person, -separate and 
apart from the property of the person, in trust for 
Her Majesty whether or not the property is sub- 
ject to such a security interest, and 


(b) to form no part of the estate or property of the 
person from the time the amount was so deducted 
or withheld, whether or not the property has in 
fact been kept separate and apart from the estate 
or property of the person.and whether or not the 
property is subject to such a security interest; 


and is property beneficially owned by Her Majesty 
notwithstanding any security interest in such prop- 
erty and in the proceeds thereof, and the proceeds of 
such property shall be paid to the Receiver General 
in priority to all such security interests. 


Related Provisions: 227(4.2) — Meaning. of security interest. 


History: Subsec. 227(4.1) added by 1998, c. 19, subsec. 226(1), 
deemed to have come into force on June 15, 1994. 


(4.2) Meaning of security interest — For the 
purposes of subsections (4) and (4.1), a security in- 
terest does not include a prescribed security interest. 


History: Subsec. 227(4.2) added by 1998, c. 19, subsec. 226(1), 
deemed to have come into force on June 15, 1994. 


(5) Payments by trustees, etc. — Where a spec- 
ified person in relation to a particular person (in this 
subsection referred to as the “payer’’) has any direct 
or indirect influence over the disbursements, prop- 
erty, business or estate of the payer and the specified 
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person, alone or together with another person, autho- 
rizes or otherwise causes a payment referred to in 
subsection 135(3) or 153(1), or on or in respect of 
which tax is payable under Part XII.5 or XIII, to be 
made by or on behalf of the payer, the specified 
person 


(a) is, for the purposes of subsections 135(3) and 
153(1), section 215 and this section, deemed to 
be a person who made the payment: 


(a.1) is, for the purpose of subsection 211.8(2), 
deemed to be a person who redeemed, acquired 
or cancelled a share and made the payment as a 
consequence of the redemption, acquisition or 
cancellation; 


(b) is jointly and severally liable with the payer to 
pay to the Receiver General 


(i) all amounts payable by the payer because 
of any of subsections 135(3), 153(1) and 
211.8(2) and section 215 in respect of the pay- 
ment, and 


(ii) all amounts payable under this Act by the 
payer because of any failure to comply with 
any of those provisions in respect of the pay- 
ment; and 


(c) is entitled to deduct or withhold from any 
amount paid or credited by the specified person 
to the payer or otherwise recover from the payer 
any amount paid under this subsection by the 
specified person in respect of the payment. 


Related Provisions: 227(5.1) — Specified person; 227(5.2) — 
“Person” includes partnership. 


History: The portion of subsec. 227(5) before subpara. (b)(ii) 
amended by 1997 ¢.;25, subsec. 67(1), applicable April 25, 1997. 
That portion formerly read: 


(5) Where a specified person in relation to a particular person 
(in this subsection referred to as the “payer”) has any direct or 
indirect influence over the disbursements, property, business 
or estate of the payer and the specified person, alone or to- 
gether with another person, authorizes or otherwise causes a 
payment referred to in subsection 135(3) or 153(1), or on 
which tax is payable under Part XIII, to be made by or on 
behalf of the payer, the specified person 


(a) is, for the purposes of subsections 135(3) and 153(1), 
section 215 and this section, deemed to be a person who 
made the payment: 


(b) is jointly and severally liable with the payer to pay to 
the Receiver General 


(1) all amounts payable by the payer because of any 
of subsections 135(3) and 153(1) and section 215 in 
respect of the payment, and 


Subsec. 227(5) added by 1996, c. 21, s. 57, applicable June. 20, 
1996. 


Former subsec. 227(5) repealed by 1994, c. 21, subsec. 104(1), ap- 
plicable June 15, 1994. That subsec. formerly read: 


(5) Amount in trust not part of estate — Notwithstanding 
any provision of the Bankruptcy and Insolvency Act, in the 
event of any liquidation, assignment, receivership or bank- 
ruptcy of or by a person, an amount equal to any amount 


(a) deemed by subsection (4) to be ‘held in trust for Her 
Majesty, or 
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(b) deducted or withheld under an Act of a province with 
which the Minister of Finance has entered into an agree- 
ment for the collection of taxes payable to the province 
under that Act that is deemed under that Act to be held in 
trust for Her Majesty in right of the province 


shall be deemed to be separate from and form no part of the 
estate in liquidation, assignment, receivership or bankruptcy, 
whether or not that amount has in fact been kept separate and 
apart from the person’s own moneys or from the assets of the 
estate. 

That portion of subsec. 227(5) preceding para. (a) amended to sub- 

stitute “Bankruptcy and Insolvency Act’ for “Bankruptcy Act’, by 

1992, c. 27, para. 90(1)(q), déemed to have come into force Novem- 

ber 30, 1992. 

Pre-RSC History [former subsec. 227(5)]: Subsec. 227(5) 

substituted by 1988, c. 55, subsec. 171(1). Subsec.(5) formerly read: 
(5) Amount in trust not part of estate — Notwithstanding 
any proyision of the Bankruptcy Act, in the event of any liqui- 
dation, assignment, receivership or bankruptcy of or by a per- 
son, an amount equal to the amount deemed by subsection (4) 
to be held in trust for Her Majesty shall be deemed to be sep- 
arate from and form no part of the estate in liquidation, as- 
signment, receivership or bankruptcy, whether or not that 
amount has in fact been kept separate and apart from the per- 
son’s own moneys or from the assets of the estate. 


Subsec. 227(5) substituted by 1986, c. 6, subsec. 118(1), applicable 
to amounts that were deducted or withheld after May 23, 1985. Sub- 
sec. (5) formerly read: 


(5) Idem — All amounts deducted or withheld by a person 
under this Act shall be kept separate and apart from his own 
moneys and in the event of any liquidation, assignment or 
bankruptcy the said amounts shall remain apart and form no 
part of the estate-in liquidation, assignment or bankruptcy. 


(5.1) Definition of “specified person” — In 
subsection (5), a “specified person” in relation to a 
particular person means a person who is, in relation 
to the particular person or the disbursements, prop- 
erty, business or estate of the particular person, 


(a) a trustee; 

(b) a liquidator; 

(c).a receiver; 

(d) an interim receiver; 

(€) a receiver-manager; 

(f) a trustee in bankruptcy or other person ap- 
pointed under the Bankruptcy and Insolvency Act; 
(g) an assignee; | 

(h) a secured creditor (as defined in subsection 
224(1.3)); 

(i) an executor or administrator: 

(j) any person acting in a capacity similar to that 
of a person referred to in any of paragraphs (a) to 
(1); 

(k) a person appointed (otherwise than as an em- 
ployee of the creditor) at the request of, or on the 
advice of, a secured creditor in relation to the par- 
ticular person to monitor, or provide advice in re- 
spect of, the disbursements, property, business or 
estate of the particular person under circum- 
stances such that it is reasonable to conclude that 


the person is appointed to protect or advance the 
interests of the creditor: or 
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(1) an agent of a specified person Jevciae 108 in 
any of paragraphs: (a) to (k). 
History: Subsec. 227(5. 1) added by, 1996, c. Ot Si, applicable 
June 20, 1996. 


(5.2) “Person” includes ‘partheretip = — For the 
purposes of this section, references in subsections (5) 
and (5.1) to persons include partnerships. 


Related Provisions: 227(15)- “Person” includes’ certain part- 
nerships for ‘all purposes under s. 227. At, 


History: Subsec. 227(5) 2) added sg ico e2ivs: sii aca 
June 2041 1996.03 f 
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(6) Excess withheld, returned or applied — 
Where a person on whose behalf an amount has been 
paid under Part XII.5 or XIII to the Receiver General 
was not liable to pay tax under that Part or where the 
amount so paid is in excess of the amount that the 
person was liable to pay, the Minister shall, on writ- 
ten application made no later than 2 years after the 
end of the calendar year in which the amount was 
paid, pay to the person the amount so paid or such 
part of it as the person was not liable to pay, unless 
the person is or is about to become liable to make a 
payment to Her Majesty in right of Canada, in which 
case the Minister may apply the amount otherwise 
payable under this subsection to that liability and no- 


tify the person of that action. — 


History: Subsec. 227(6) amended by 1997, c. 25, subsec. 67(2), 
applicable April 25, 1997. Subsec. (6) formerly read: 


(6) Where a person on whose behalf an amount has been paid 
under Part XIII to the Receiver General was not liable to pay 
tax under that Part or where the amount so paid is in excess of 
the amount that the person was liable to pay, the Minister 
shall, on written application made no later than 2 years after 
the end of the calendar year in which the amount was paid, 
pay to the person the amount so paid or such part of it as the 
person was not liable to pay, unless the person is or is about 
to become liable to make a payment to Her Majesty in right 
of Canada, in which case the Minister may apply the amount 
otherwise payable under this subsection to that liability and 
notify the person of that action. 


Subsec. 227(6) substituted by 1994, c. 21, subsec. 104(1), applica- 
ble June 15, 1994. That subsec. formerly read: 


(6) Withheld money returned or applied otherwise — 
Where a person on whose behalf an amount has been paid to 
the Receiver General after having been deducted or withheld 
under Part XIII was not liable to pay any tax under that Part 
or where the amount so paid to the Receiver General on the 
- person’s behalf is in excess of the tax that the person was 
liable to pay, the Minister shall, on application in writing 
made within two years from the end of the calendar year in 
which the amount was paid, pay to the person the amount so 
paid or such part thereof as the person was not liable to pay, 
unless the person is otherwise liable or about to become liable 
to make a payment under this Act, in which case the Minister 
may apply the amount otherwise payable under this subsec- 
tion to that payment and notify the person of that fact. | 


Pre-RSC History: “Receiver General” substituted for “Receiver 
General of Canada” by 1980-81-82-83, c. 48, s. 115. 


Forms [Subsec. 227(6)]: NR7-R: Application for refund of non- 
resident tax withheld. : 


(6.1) Repayment of non-resident shareholder 
loan — Where, in respect of a loan from or indebt- 
edness to a corporation or partnership, a person on 
whose behalf an amount was paid to the Receiver 
General under Part XIII because of subsection 15(2) 
and paragraph 214(3)(a) repays the loan or indebted- 
ness or a portion of it and it is established by subse- 


1700 


Part XV — Administration and Enforcement 


quent events or otherwise that the repayment was not 
made as part of a series of loans or other transactions 
and repayments, the Minister shall, on written appli- 
cation made no later than 2 years after the end of the 
calendar year in which the repayment is made, pay to 
the person an amount equal to the lesser of 


(a) the amount so paid to the Receiver General in 
respect of the loan or indebtedness or portion of 
it, as the case may be, and 


(b) the amount that would be payable to the Re- 
ceiver General under Part XIII if a dividend de- 
scribed in paragraph 212(2)(a) equal in amount to 
the amount of the loan or indebtedness repaid 
were paid by the corporation or partnership to the 
person at the time of the repayment, 


unless the person is or is about to become liable to 
make a payment to Her Majesty in right of Canada, 
in which case the Minister may apply the amount 
otherwise payable under this subsection to that lia- 
bility and notify the person of that action. 


Related Provisions: 227(7.1) — Determination of amount under 
subsec.. (6.1). 


History: Subsec. 227(6.1) added by 1994, c. 21, subsec. 104(1), 
applicable to repayments made after December 21, 1992. 


(7) Application for assessment — Where, on 
application under subsection (6) by or on behalf of a 
person to the Minister in respect of an amount paid 
under Part XII.5 or XIII to the Receiver General, the 
Minister is not satisfied 


(a) that the person was not liable to pay any tax 
under that Part, or 


(b) that the amount paid was in excess of the tax 
that the person was liable to pay, 


the Minister shall assess any amount payable under 
that Part by the person and send a notice of assess- 


ment to the person, and sections 150 to 163, subsec- | 


tions 164(1) and (1.4) to (7), sections 164.1 to 167 
and Division J of Part I apply with any modifications 
that the circumstances require. 


History: Subsec. 227(7) amended by, 1997, c. 25, subsec. 67(3), 
applicable April 25, 1997. Subsec. (7) formerly read: 


(7) Where, on application under subsection (6) by or on be- 
half of a person to the Minister in respect of an amount paid 
under Part XIII to the Receiver General, the Minister is not 
satisfied 


(a) that the person was not liable to pay any tax under 
that Part, or 


(b) that the amount paid was in excess of the tax that the 
person was liable to pay, 


the Minister shall assess the person for any amount payable 
under Part XIII by the person and send a notice of assessment 
to the person, and sections 150 to 163, subsections 164(1) and 
(1.4) to (7), sections 164.1 to 167 and Division J of Part I 
apply with such modifications as the circumstances require. 


Subsec. 227(7) substituted by 1994, c. 21, subsec. 104(1), eee 
ble June 15, 1994. That subsec. formerly read: 


(7) Idem — Where, on application by or on behalf of a per- 
son to the Minister pursuant to subsection (6) in respect of an 


S. 227(8) 


amount paid to the Receiver General that was deducted or 
withheld under Part XIII, the Minister is not satisfied 


(a) that the person was not liable to pay any tax under 
that Part, or 

(b) that the amount paid to the Receiver General was in 
excess of the tax that the person was lable to pay, 


the Minister shall assess the person for any amount payable 
by the person under Part XIII and send a notice of assessment 
to the person, whereupon sections 150 to 163, subsections 
164(1) and (1.4) to (7), sections 164.1 to 167 and Division J 
of Part I are applicable with such modifications as the cir- 
cumstances require. 


Pre-RSC History: All that portion of subsec. 227(7) following 
para. (b) substituted by 1985, c. 45, subsec. 117(1), applicable after 
1984. That portion formerly read: 


the Minister shall assess that person for any amount payable 
by him under Part XIII and send a notice of assessment to 
that person, whereupon Divisions.I and J of Part I are applica- 
ble mutatis mutandis. 


“Receiver General” substituted for “Receiver General of Canada” 
by 1980-81-82-83, c. 48, s. 115. 


(7.1) Application for determination — Where, 
on. application under subsection (6.1) by or on behalf 
of a person to the Minister in respect of an amount 
paid under Part. XIII to the Receiver General, the 
Minister is not satisfied that the person is entitled to 
the amount claimed, the Minister shall, at the per- 
son’s request, determine, with all due dispatch, the 
amount, if any, payable under subsection (6.1) to the 
person and shall send a notice of determination to 
the person, and sections 150 to 163, subsections 
164(1) and (1.4) to (7), sections 164.1 to 167 and Di- 
vision J of Part I apply with such modifications as 
the circumstances require. 


History: Subsec. 227(7.1) added by 1994, c. 21, subsec. 104(1), 
applicable to repayments made after December 21, 1992. 


(8) Penalty —- Subject to subsection (8.5), every 
person who in a calendar year has failed to deduct or 
withhold any amount as required by subsection 
153(1) or section 215 is liable to a penalty of 


(a) 10% of the amount that should have been de- 
ducted or withheld; or 


(b) where at the time of the failure a penalty 
under this subsection was payable by the person 
in respect of an amount that should have been de- 
ducted or withheld during the year and the failure 
was made knowingly or under circumstances 
amounting to gross negligence, 20% of that 
amount. 
Related Provisions: 147.1(3)— Deemed registration; 
161(11) — Interest on penalties; 227(8.3) — Interest on amounts 
not deducted or withheld; 227(8.4) — Non-resident employees and 
patronage dividends; 227(9) — Penalty, 227(9.5) — Each establish- 
ment considered a separate person; 227(10) — Assessment; 
227(10.2) — Joint and several liability re contributions to RCA; 
252.1 — Where union is employer. 
History: Para. 227(8)(b) amended by 1994; c. 7,'Sch: VIT(1993,-c. 
24), subsec. 132(1), applicable after 1992, except with respect to 
amounts required to be remitted before 1993. Para. (b) formerly 
read: 
(b) where the person had at the time of the failure been as- 
sessed'a penalty under this subsection in respect of an amount 
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that,should have been deducted or withheld during the year, 
20% of the amount that should have been. deducted or 
withheld. 


Pre-RSC History: Subsec. 227(8) substituted by 1988, c. 55, 
subsec. 171(2). Subsec. 227(8) formerly read: 


(8) Idem — Any person who has failed to deduct or withhold 
any amount as required by this Act or a regulation is liable to 
pay to Her Majesty 


(a) if the amount should have been deducted or withheld 
under subsection 153(1) from an amount that has been 
paid to a person resident in Canada, or should have been 
deducted or withheld under section 215. from an amount 
that has been paid to a person not resident in Canada, . 
10% of the amount that should have been deducted or 
withheld, and 


(b) in any other case, the whole amount that should have 
been deducted or withheld, 


together with interest on the amount that should have been 
deducted or withheld, at the prescribed rate per annum, for 
the period commencing on the later of 


(c) February 16, 1984, and 


(d) the fifteenth day of the month immediately following 
the month in which’such amount should have been so de- 
ducted or withheld or such earlier time as may be pre- 
scribed for the purposes of subsection 153(1).- 


Para. 227(8)(d) amended by 1987, c: 46, subsec. 67(1), to substitute 
“fifteenth” for “15th” and to add “or such earlier time as may be 
‘prescribed for the purposes of subsection 153(1)”, applicable with 
respect to amounts required to be deducted or withheld after 1987. 
That portion of subsec. 227(8) following para. (b) substituted by 
1984, c, 45, subsec. 89(1), applicable after February 15, 1984, That 
portion formerly read: . 
together with interest thereon at a prescribed rate per annum. 
Selected Cases [subsec. 227(8)]: Mollenhauer Ltd. y. Canada, 
[1992] 2 C.T.C. 121 (RCTD) (Contractor which undertook to pay 
subcontractor’s employees’ “salary or wages or other remuneration” 
liable for’ failing to make and remit source deductions despite not 
being “employer”); Comanche Drilling Ltd. (Receiver of) v. MNR, 
[1989] 1.C.T.C. 428 (FCTD) (Receiver with power. to. borrow 
money to. operate business liable for unremitted source deductions 
and penalty); The Queen v. Moulton Ltd., [19 PO}: G.T'Ce 4 6 
(FCTD) (In action against garnishee, Crown required to prove tax- 
payer liable to make payment under Act). 
I.T. Application Rules: 62(2) (subsec. 227(8): applies to interest 
payable in respect of any period after December 23, 1971). 
Interpretation Bulletins: IT-494: Hire of ships and aircraft from 
non-residents. ; 
Information Circulars: 77-16R4: Non-resident income tax; 92-2: 
Guidelines for the cancellation and waiver of interest and penalties. 


(8.1) Joint and several liability — Where a par- 
ticular person has failed to deduct or withhold an 
amount as required under subsection 153(1) or sec- 


tion 215 in respect of an amount that-has been paid 


to a non-resident person, the non-resident person is 
jointly and severally liable with the particular person 
to pay any interest payable by the particular person 
pursuant to subsection (8.3) in respect thereof. 
Related Provisions: 227(10) — Assessment. 


Pre-RSC History: Subsec. 227(8.1) substituted by 1988, c. 55, 
subsec..171(2). Subsec. 227(8.1) formerly read: 


(8.1) Idem — Where a taxpayer has failed to deduct or with: 
hold any amount, as required under section 215, in respect of 
an amount that has been paid to a person not resident in Can- 
ada, that non-resident person is jointly and severally liable 


Income Tax Act 


with the taxpayer to pay any interest payable by the taxpayer 

pursuant to subsection, (8) in respect thereof. . eisai 
Subsec. 227(8.1) added by 1984, c..45, subsec. 89(2),. applicable af- 
ter February 15, 1984. 


(8.2) Retirement compensation arrangement 
deductions — Where a person has failed to deduct 
or withhold any amount as required under subsection 
153(1) in respect. of a contribution under.a: retirement 
compensation arrangement, that person is liable to 
pay to Her Majesty an amount equal to the amount 
of the contribution, and each payment on account of 
that amount is deemed to be, in the year in which the 
payment is made, de SE | once 

(a) for the purposes of paragraph 20(1)(n), a. con- 

_ tribution by, the person to the arrangement; and 

(b) an amount on account of tax payable by the 

custodian under Part XI.3... | 
Related Provisions: 147.1(3)— Deemed registration; 
153(1)(p) — Withholding required; 227(10)— Assessment; 
227(10.2) — Joint and several liability Te contributions to RCA; 
252.1 — Where union is employer. , . 


Pre-RSC History: Subséc. 227(8.2) added by 1987,c. 46, subsec. 
67(2), applicable with respect to amounts paid after March 27, 
1987. 


(8.3) Interest on amounts not deducted or 
withheld — A person who fails to-deduct. or with-- 
hold any amount as required by subsection 135(3), 
153(1),,or 211.8(2) or. section 215 ‘shall pay to the 
Receiver General interest on the amount at the pre- 
scribed rate, computed , f 


(a) in the case of an amount required by subsec- 
tion 153(1) to be deducted. or withheld from a 
payment to another person, from the fifteenth day 
of the month immediately following the month in 
which the amount was required to'be deducted or 
withheld, or from-such earlier day as may be pre- 
scribed for the purposes of subsection 153(1); to, 


(i) where that other person is not resident’ in 
Canada, the day of payment of the amount to 
the Receiver General, and if 


(11) where that other person is resident in Can- 
ada, the earlier of the day of payment’ of the 
amount to the Receiver General and April 30 
of the year immediately following the year in 
which the amount was required to be deducted 
or withheld: | La SS 


(b) in the case of an amount required by subsec- 
tion 135(3) or section 215 to be deducted or with- 
held, from the day on which the amount was re- 
quired to be deducted or withheld to the day of 
payment of the amount to the Receiver General; 
and 


-(C) in the case of an amount required by subsec- 
tion 211.8(2) to be withheld, from the day on or 
before which the amount was required to be re- 
mitted to the Receiver General to. the day of the 
payment of the amount to. the Receiver General. 


Related Provisions: 221.1 — Application. of interest where legis- 
lation retroactive; 227(8.1) — Joint and several liability; 227(10) — 
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Assessment; 227(10.2) — Joint and several liability re contributions 
to RCA; 248(11) — Compound interest; 252.1 — Where union is 
employer. 


History: The. opening words .of sites DIB. 3) amended, and 
para. (c) added, by 1997, c. 25, subsecs. 67(4), (5), applicable April 
2, 1997, “The opening words formerly read: 


(8.3) A person who fails to deduct or withhold any amount as 
required by subsection 135(3) or 153(1),or section 215 shall 
pay to the Receiver General interest on the amount at the pre- 
scribed rate, computed 


That portion of subsec. 227(8.3) preceding para. (a) substituted, 
para (b) amended to add reference to subsec. 135(3), by 1994, c. 7, 
Sch. If (1991,:c. 49), subsecs. 186(1), (2), gia scene after July 13, 
1990. That portion formerly read: 


(8.3) Where a person has failed to deduct or withhold any 
amount as required. by subsection 153(1) or section 215, the 
~ person shall pay to the Receiver, General interest on the 
amount at the prescribed rate computed 


Pre-RSC History: Subsec, i221, 3) added by 1988, c. 55, subsec. 
171(3). 


Regulations: 4301 (a) (paduerived rate of interest). 


information Circulars: 92-2: Guidelines for the cancellation. and 
waiver of interest and penalties. 


(8.4) Liability to pay amount not deducted or 
withheld — A person who fails to deduct or with- 
hold any amount as required under 


(a) subsection 135(3) in respect of a payment 
made to, another person, or 


(b) subsection 153(1) in respect of an amount 
paid to another person who is non-resident or 
who is resident in Canada solely because of para- 
graph 250(1)(a) 


is liable to pay as tax under this Act on behalf of the 
other person the whole of the amount that should 
have been so deducted. or withheld and is entitled to 
deduct or withhold from any amount paid or credited 
by the person to the other person or otherwise to re- 
cover from the other person any amount paid by the 
person as tax under this Part on behalf of the other 
person. , 


Related Provisions: 215(6) — Parallel provision for non-resident 
withholding tax; 227(10) — Assessment. 


History: Subsec. 227(8.4) substituted by 1994, c. 7, Sch. I (1991, 
c. 49), subsec. 186(3), applicable after July 13, 1990, Subsec. 
227(8.4) formerly read: 


(8.4) Liability to pay amount not deducted or withheld — 
A person who has failed to deduct or withhold any amount as 
required under subsection 153(1) in respect of an amount paid 
to ‘another person who is not resident in Canada, or who is 
resident in Canada only by reason of paragraph 250(1)(a), is 
liable to pay as tax ‘under this Act on behalf of the other per- 
son the whole of the amount that should have been deducted 
or withheld, and is entitled to deduct or withhold from :any 
amount the person pays or credits to the other person or oth- . 
erwise recover from the other person any amount paid by the 
person as tax under this Part on behalf of the other person. 


Pre-RSC History: Subsec. 227(8.4) added by 1988, c. 55, subsec. 
171(3). 
(8.5) [Repealed] 


History: Subsec. 227(8.5) repealed by 1994, ¢. 7, Sch. VIID(1993, 
c, 24), subsec: 132(2), applicable after 1992, except with respect to 
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amounts required to be remitted before 1993. Subsec, (8.5) formerly 
read: 


(8.5) Payments from same establishment — Where a per- 
son has failed to deduct or withhold any amount in respect of 
a payment described’ in paragraph 153(1)(a), subsection (8) 
shall be read as follows: 


“(8) Every person who in a calendar year has failed to 
deduct or withhold a particular amount as required by 
paragraph 153(1)(a) in respect of a payment made by 
the person from an establishment of the person is liable 
to a penalty of 


(a) 10% of the particular amount that should have 
been deducted or withheld; or 


(b) where the person had at the time of the failure 
been assessed a penalty under this subsection for 
failing to deduct or withhold during the year an- 
other amount so required to be deducted or with- 
held in respect of a payment made by the person 
from the same establishment of the person, 20% of 
the particular amount that should have been de- 
ducted or withheld.” 


Pre-RSC History: Subsec. 227(8.5) added by 1988, c. 55, subsec. 
171(3). 


(9) Penalty — Subject to subsection (9.5), every 
person who in a calendar year has failed to remit or 
pay as and when required by this Act or a regulation 
an amount deducted or withheld as required by this 
Act or a regulation or an amount of tax that the per- 
son is, by section 116 or by a regulation made under 
subsection 215(4), required to pay is liable to a pen- 
alty of 


(a) 10% of that amount; or 


(b) where at the time of the failure a penalty 
under this subsection was payable by the person 
in respect of an amount that should have been re- 
mitted or paid during the year and the failure was 
made knowingly or under circumstances amount- 
ing to gross negligence, 20% of that amount. 


Related Provisions: 227(8)— Penalty; 227(9.1)-— Penalty; 
227(9.3).— Interest on certain tax not paid; 227(9.5) — Each estab- 
lishment considered a separate person; 227(10.1) — Assessment, 
227(10.2) — Joint and several liability re. contributions to RCA; 
248(7) — Receipt of things, mailed; 252.1 -— Where union is 
employer: 


History: Para. 227(9)(b) amended by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 132(3), applicable after 1992, except with respect to 
amounts required to be remitted before 1993. Para. (9)(b) PMneATY 
read: 


(b) 20% of that amount, where the person had at the time of 
the failure been assessed a penalty under this subsection in 
respect of a previous failure during the year. 


Pre-RSC History: Subsec. 227(9) substituted by 1988, c. 55, 
subsec.. 171(4). Subsec. 227(9) formerly read: 


(9) Penalty — Every person who has failed to. remit or pay 
as and when required by this Act or a regulation made under 
this Act 


(a)'an amount deducted or withheld as required by this’ 
Act (a) an amount deducted or withheld as required by 
this Act or a regulation made under this Act, or 


(b) an amount of tax that he is, by section 116 or by a 
regulation made under subsection 215(4), required to. pay 
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is liable to a penalty of 10% of that amount or $10, whichever 
is the greater, in addition to the amount itself, together with 
interest on the amount at the prescribed rate per annum, 


(c) in the case of an amount deducted or withheld, for the 
period commencing on the fifteenth day of the month im- 
mediately following the month: in which such amount 
was deducted or withheld or such earlier time as may be 
prescribed for the purposes of subsection 153(1), and 
(d) in any other case, for the period commencing on the 
date on or before which such amount was required to be 
paid. 
Subsec. 227(9) substituted by 1987, c. 46, subsec. 67(3), applicable 
with respect to amounts required to be remitted or paid after 1987. 
Subsec. 227(9) formerly read: 


(9) Idem — Every person who has failed to remit or pay 


(a) an amount deducted or withheld as required by this 
Act or a regulation, or 
(b) an amount of tax that he is, by section 116 or by a 
regulation made under subsection 215(4), required to 
pay, 
is liable to a penalty of 10% of that amount or $10, whichever 
is the greater, in addition to the amount itself, together with 
interest on the amount at the prescribed rate per annum, for 
the period commencing on the 15th day of the month imme- 
diately following the month in which such amount was de- 
ducted or withheld. 
That portion of subsec. 227(9) following para. (b) substituted by 
1984, c. 45, subsec. 89(3), applicable after February 15, 1984. That 
portion formerly read: 


is liable to a penalty of 10% of that amount or $10, whichever 
is the greater, in addition to the amount itself, together with 
interest on the amount at the rate per annum prescribed for 
the purposes of subsection (8). 
Para. 227(9)(b) substituted by 1980-81-82-83, c. 140; subsec. 
123(1). Para. 227(9)(b) formerly read: 

(b) an amount of tax that he is, by subsection 116(5) or by a 
regulation made under subsection 215(4), required to pay, 
Para. 227(9)(b) substituted by 1974-75-76, c. 26, subsec. 124(1). 

Para. 227(9)(b) formerly read: 


(b) an amount of tax that he is, by a regulation made under 
subsection 215(4), required to pay, 


Selected Cases [subsec. 227(9)]: Storrie vy. Canada, [1996] 2 
C.T.C. 2596 (TCC) (Lack of clarity resolved in favour of taxpayer); 
Cana Construction Co. v. Canada, [E995] 4 CP.C22422(TCC) 
(Prime contractor maintained full control of funds to pay wages and 
required to withhold source deduction); Electrocan Systems Ltd. v. 
Canada, [1989] 1 C.T.C. 244 (FCA) (Late remittance resulted in 
penalty); A.G. Can. v. Coopers and Lybrand. Ltd. 86 DTC 6243 
(B.C. SC) (Penalty imposed after date of filing bankruptcy proposal 
not provable claim). ie 


Regulations: Part I (amount required to be withheld). 
I.T. Application Rules: 62(2) (subsec. 227(9) applies to interest 
payable in respect of any period after December 23, 1971). 


Information Circulars: 92-2: Guidelines for the cancellation and 
waiver of interest and penalties. 


(9.1) Penalty — Notwithstanding any other provi- 
sion of this Act, any other enactment of Canada, any 
enactment of a province or any other law, the penalty 
for failure to remit an amount required to be remitted 
by a person on or before a prescribed date under sub- 
section 153(1), subsection 21(1) of the Canada Pen- 
sion Plan, subsection 53(1) of the Unemployment In- 
surance Act and subsection 82(1) of the Employment 
Insurance Act shall, unless ‘the person who is re- 
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quired to remit the amount has, knowingly or under 
circumstances amounting to gross negligence, 
delayed in remitting the amount or has, knowingly or 
under circumstances amounting to gross negligence, 
remitted an amount less than the amount required, 
apply only to the amount by which the total of all 
amounts so required to be remitted on or before that 
date exceeds $500. 2 


History: Subsec. 227(9.1) amended by 1998, :c..19, subsec: 226(2), 
deemed to have come into force on June.30, 1996. Subsec. 227(9.1) 
formerly read: 


(9.1) Idem — Notwithstanding any other provision. of this 
Act, any other enactment of Canada, any enactment: of Can- 
ada, any enactment of a province or any other law, the pen- 
alty for failure to remit an amount required to be remitted by 
(a person on or before a prescribed date under subsection 
153(1), subsection .21(1) of the Canada Pension Plan and 
subsection 82(1) of the Employment Insurance Act shall, un- 
less the person who is required -to’ remit ‘the amount has, 
knowingly or under circumstances amounting to gross negli- 
gence, delayed in remitting the amount or has, knowingly. or 
under circumstances amounting to gross negligence, remitted 
an amount less than the amount required, apply only to the 
amount by which the total of all ‘amounts so required to be 
remitted on or before. that date exceeds $500. 


Subsec. 227(9.1) amended by.1996, c. 23, s..176, in force-June 30, 
1996. Subsec. (9.1) formerly read: 


(9.1) Idem — Notwithstanding any_ other provision of this 
Act, any other enactment of Canada, any enactment of a 
province or any other law, the penalty for failure to remit an 
amount. required to be remitted by a person on or before a 
prescribed date under subsection 153(1), subsection 21(1) of 
the Canada Pension Plan and subsection 53(1) of the Unem- 
ployment Insurance Act shall, unless the person who is fe- 
quired to remit the amount has, knowingly or under circum- 
stances amounting to gross negligence, delayed: in remitting 
the amount or has, knowingly or under circumstances 
amounting to gross negligence, remitted an amount less than’ 
the amount required, apply only to the amount by which the 
total of all amounts so required to be remitted'on or before 
that date exceeds $500. 


Subsec. 227(9.1) amended by 1994, c. 7, Sch. VIII (1993, c. 24), 
subsec. 132(4), applicable after 1992, except with respect to 
amounts required to be remitted before 1993. Subsec. (9.1) formerly 
read: 


(9.1) Idem — Notwithstanding any other provision of this 
Act, any other enactment of Canada, any enactment of a 
province or any law, the penalty for failure to remit an 
amount required to be remitted by a person on or before a 
prescribed date under subsection 153(1), subsection’ 21(1) of 
the Canada Pension Plan and subsection 53(1) of the Unem- 
ployment Insurance Act shall, unless. the person required: to 
remit the amount has. wilfully delayed in remitting the amount 
or wilfully remitted an amount less than the amount required, 
apply only to the amount, by which the total. of all amounts 
each of which is an amount so required to be remitted on or 
before that date exceeds $500. 


Pre-RSC History: Subsec: 227(9.1) added by 1987, c. 46, subsec. 
67(4), applicable to remittances in respect of amounts paid after 
1987. 


(9.2) Interest on amounts deducted. or 
withheld but not remitted — Where a person has 
failed to remit as and when required by this Act ora 
regulation an amount deducted or withheld as re- 
quired by this Act or a regulation, the person shall 
pay to the Receiver General interest on the amount at 
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the prescribed rate computed from the day on which 
the person was so required to remit the amount to the 
day of remittance of the amount to the Receiver 
General. 

Related Provisions: 221.1 — Application of interest where legis- 
lation retroactive; 227(10.1) — Assessment; 227(10.2) — Joint and 
several liability re contributions to RCA; 248(11) — Compound in- 
terest; 252.1 — Where union is employer. 


Regulations: 4301(a) (prescribed rate of interest): 


Information Circulars: 92-2: Guidelines for the cancellation and 
waiver of interest and penalties. 


(9.3) Interest on certain tax not paid — Where 
a person fails to pay an amount of tax that, because 
of section 116, subsection 212(19) or a regulation 
made under subsection 215(4), the person is required 
to pay, as and when the person is required to pay it, 
the person shall pay to the Receiver General interest 
on the amount at the prescribed rate computed from 


the day on or before which the amount was required © 


to be paid to the day of payment of the amount to the 
Receiver General. 
Related Provisions: 221.1 — Application of interest where legis- 


lation retroactive; 227(10.1) — Assessment; 248(11) — Compound 
interest. 


History: Subsec. 227(9.3) substituted by 1994, c. 21, subsec. 


104(2), applicable after May 28, 1993. That subsec. formerly read: 


(9.3) Interest on certain tax not paid — Where a person has 
failed to pay an amount of tax that the person is, by section 
116 ora regulation made under subsection 215(4), required to 
pay, as and when the person was so required to pay it, the 
person shall pay to the Receiver General, interest on the 
amount at the prescribed rate computed from the day on or 
before which the amount was required to be paid to the day of 
payment of the amount to the Receiver General. 


Regulations; 4301 (prescribed rate of interest). 


(9.4) Liability to pay amount not remitted — A 
person who has failed to remit as and when required 
by this Act or a regulation an amount deducted or 
withheld from a payment to another person as re- 
quired by this Act or a regulation is liable to pay as 
tax under this Act on behalf of the other person the 
amount so deducted or withheld. | 

Related Provisions: 227(10.1) — Assessment; 227(10.2) — 


Joint and several liability re contributions to RCA; 252.1 — Where 
union is employer. 


(9.5) Payment from same establishment — In 
applying paragraphs (8)(b) and (9)(b) in respect of 
an amount required by paragraph 153(1)(a) to be de- 
ducted or withheld, each establishment of a person 
shall be deemed to be a separate person. 
History: Subsec. 227(9.5) amended by 1994, c. 7, Sch. VII (1993, 
c. 24), subsec. 132(5), applicable after 1992, except with respect to 
amounts required to be remitted before 1993. Subsec. (9.5) formerly 
read: ; 
(9.5) Where.a person-has failed to remit or pay an amount 
deducted or withheld in respect of a payment described in 
paragraph 153(1)(a), subsection (9) shall be read as follows: 
(9) Every person who in a calendar year has failed to 
remit or pay as and when required by this Act or a reg- 
ulation a particular amount deducted or withheld as re- 
quired by paragraph 153(1)(a) in respect of a payment 


S. 227(10) 


made by the person from an establishment of the per- 
son is liable toa penalty of 


(a) 10% of the particular amount that should have 
been remitted or paid; or 


(b) where the person had at the time of the failure 
been. assessed a penalty under this subsection for 
failure to remit or pay during the year another — 
amount so required to be remitted or paid in re- 
spect of an amount so deducted.or withheld by the 
person in respect of a payment made by the person 
from the same establishment of the person, 20% of 
the amount that should have been remitted or 
paid.” 

Pre-RSC History: Subsecs. 227(9.2) to (9.5) added by | 1988, os 

55, subsec: 171(5). 


Information Circulars: 92-2: Guidelines for the cancellation and 
waiver of interest and penalties. 


(10) Assessment — The Minister may at any time 
assess any amount payable under 


(a) subsection (8), (8.1), (8.2), (8.3) or (8.4) or 
224(4) or (4.1) or section 227.1-or 235 by a 
person, 


(b) subsection 237.1(7.4) by a person. or 
partnership, 


(c) subsection (10.2) by a person as a conse- 
quence of a failure of a non-resident person to de- 
duct or withhold any amount, or 


(d) Part XIII by a person resident in Canada, 


and, where the Minister sends a notice of assessment 
to that person or partnership, Divisions I and J of 
Part I apply with any modifications that the circum- 
stances require. 


History: Subsec. 227(10) sriagticg by 1998, c. 19, subsec. 226(3), 
applicable after December 1, 1994. Subsec. 227(10) formerly read: 


(10) The Minister may assess 


(a) any person for any amount payable by. that person 
under subsection (8), (8.1), (8.2), (8.3) or.(8.4) or 224(4) 
or (4.1) or section 227.1 or 235, 


(a.1) any person for any amount payable-under subsec- 
tion (10.2) by the person as a consequence of a failure by 
a non-resident person to deduct or withhold any amount, 
and 


(b). any person resident in Canada for any amount paya- 
ble by that person under Part XIII, 


and, where the Minister sends a notice of assessment to that 
person, Divisions I and J of Part I are applicable with such 
modifications as the circumstances require. 


Para. 227(10)(a.1) added by 1994, c. 21, subsec. 104(3), applicable 
June 15, 1994. 


Para. 227(10)(a) amended to add reference to's. 235 by 1994, c. 7, 
Sch. II (1991, c. 49), subsec. 186(4). 


Pre-RSC History: Para. 227(10)(a) substituted by 1988, c. 55, 
subsec. 171(6). Para. 227(10)(a). formerly read: 


(a) any person for any amount payable by that person under 
subsection (8) or 224(4) or (4.1) or section 227.1 or 235, and 


Subsec. 227(10) substituted by 1985, c. 45, subsec. 117(2), applica- 
ble after 1984. Subsec. 227(10) formerly read: 


(10) The Minister may assess any person for any amount pay- 
able by that person under Part XIII, this section, section 227.1 
or 235 and, upon his sending a notice of assessment to that 
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person, Divisions I and J of Part I.are applicable’ with such 
modifications as the circumstances. require. 
Subsec. 227(10) substituted by 1984, c. 1, s..99, to delete the refer- 
ence to s. 234.1, which deletion is applicable with respect to 
purchases of aviation turbine fuel made after April 30, 1983. 
Subsec. 227(10) substituted by 1980-81-82-83, c. 140, subsec. 
123(2), applicable after November 12, 1981.,Subsec. 227(10) for- 
merly read; 
(10) The Minister may assess any person for any amount pay- 
able by that person under Part XIII, this section or section 
235 and, upon his sending a notice of assessment to that per- 
son, Divisions I and J of Part I are applicable mutatis 
mutandis. 


(10.01) Part XII.5 — The Minister may at any time 
assess any amount payable under Part XII.5 by a per- 
son resident in Canada and, where the Minister sends 
a notice of assessment to that person, Divisions I and 
J of Part I apply with any modifications that the cir- 
cumstances require. 


History: Subsec. 227(10.01) added by 1997, c. 25, -subsec. 67(6), 
applicable April. 25, 1997. 


(10.1) Idem — The Minister may at any time assess 


(a) any amount payable under section 116 or sub- 
section (9), (9.2), (9.3) or (9.4) by any person, 


(b) any amount payable under subsection (10.2) 
by any person as a consequence of a failure by a 
non-resident person to remit any amount, and 


(c) any amount payable under Part XII.5 or XIII 
by any non-resident person, 


and, where the Minister sends a notice of assessment 
to the person, sections 150 to 163, subsections 
164(1) and (1.4) to (7), sections 164.1 to 167 and Di- 
vision J of Part I apply with such modifications as 
the circumstances require. 


Related Provisions: 224(1.2) — Garnishment of payments redi- 
rected to secured creditors. 


History: Paras. 227(10.1)(a) to (c) substituted for paras. (a) to (b) 
by 1997, c. 25, subsec. 67(7), applicable April 25, 1997. Paras. (a) 
to (b) formerly read: 


(a) any person for any amount payable under section 116 or 
subsection (9), (9.2), (9.3) or (9.4) by the person, 


(a.1) any person for any amount payable under subsection 
(10.2) by the personas a consequence of a failure by a non- 
resident person to remit any amount, and 


(b) any non-resident person for any amount payable under 
Part XIII by the person, 


Subsec. 227(10.1) substituted by 1994, c. 21, subsec. 104(4), appli- 
cable to amounts that become payable after 1990 except that, in ap- 
plying subsec. 227(10.1) to amounts that became payable before 
June 15, 1994, it shall be read without reference to para. (a:1) 
thereof. That subsec. formerly read:' 


(10.1) ldem — The Minister may assess 


(a) any person for any amount payable by that person 
under subsection (9), (9.2), (9.3) or (9.4), and 


(b) any non-resident person for any amount payable by 
that person under Part XIII, 


and, where the Minister sends a notice of assessment to that 
person, sections 150. to 163, subsections 164(1)-and (1.4) to 
(7), sections 164.1 to 167 and Division J of Part I are applica- 
ble with such modifications as the:circumstances require. 
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Pre-RSC_ History: Para. 227(10.1)(a), amended ‘to-substitute 
“under subsection (9), (9.2), (9.3). or: (9.4)” for “under subsection 
(9)” by 1988, c. 55, subsec. 171(7). 7 ; 
Subsec. 227(10.1) added by 1985, c. 45, subsec. 117(2), applicable 
after 1984. OMEN xi ta 
Selected Cases [subsec. 227(1 0.1)}: Spa Springs Parks Ltd. vy. 
Mineral Water Company of Canada Ltd., [1992] 2G. 9.4154 
(NSTD) (Crown priority extends to related interest and penalties), 


(10.2) _ Joint and several liability’ re 
contributions to RCA — Where a: non-resident 
person fails to deduct, withhold or remit an amount 
as required by subsection 153(1) in respect of a con- 
tribution under a retirement compensation arrange- 
ment that is paid on behalf of the employees or for- 
mer employees of an employer with whom the non- 
resident person does not deal at arm’s length, the 
employer is jointly and severally liable with the non- 
resident person to pay. any amount payable under 
subsection (8), (8.2), (8.3), (9), (9.2) or (9.4) by the 
non-resident person in respect of the contribution. 

Related Provisions: 227(10)(a.1) — Assessment for failure. to 


deduct or withhold; 227(10.1)(c) — Assessment for failure to remit 
tax? / alhcdde lad 


History: Subsec. 227(10.2) added by 1994, c. 21, subsec. 104(5), 
applicable June 15, 1994. 


Former (10.2), (10.3)-(10.9) [Repealed] - 


History: Former subsec. 227(10.2), and subsec. (10.3) to (10.9), re- 
pealed by 1993, c. 24, s: 153: (Subsec. (10.9), which was added in 
the R.S.C. 1985 (5th Supp.) consolidation, taking the place of the 
application rule in 1986, c. 6, subsec. 118(4), provided that subsecs. 
(10.2) to (10.8) would come into force on ‘a day, to be proclaimed. 
That proclamation never occurred.) 

Pre-RSC History: Subsecs. 227(10.2) to (10.8) added by 1986, c. 
6, subsec. 118(2), applicable to assessments in respect of amounts 
deducted or withheld after a date to be fixed by proclamation. 


(11) Withholding tax — Provisions of this Act re- 
quiring a person to deduct or withhold an’amount in 
respect of taxes from amounts payable to a taxpayer 
are applicable to Her Majesty in right of Canada ora 
province. Bilis (Gid 

(12) Agreement not to deduct void — Where 
this Act requires an amount to be deducted. or with- 
held, an agreement by the person on whom that obli- 
gation is imposed not to deduct or withhold is void. 


(13) Minister’s receipt discharges. debtor — 
The receipt of the Minister for an amount deducted 
or withheld by any person as required by or under 
this Act is.a good and sufficient discharge of the lia- 
bility of any. debtor to the debtor’s creditor with re- 
spect thereto to the extent of the amount referred to 
in the receipt. | . 


(14) Application of other Parts — Parts IV, 
IV.1, VI and VL1 do not apply to. any corporation 
for any period throughout which it is exempt from 
tax because of section 149. 

Related Provisions: 181.1(3)(c) — Exemption from Part 1.3 tax: 
186.1 — Part IV tax — exempt corporations; 219(2)— Part XIV 


tax — exempt corporations; 227(16)=— Part IV tax = municipal or 
provincial corporation: 
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History: Subsec. 227(14) amended by 1994, c. 7, Sch. II (1991,-c. 
49), subsec. 186(5), applicable to any period or part of a period re- 
ferred to in the subsec. that is after 1989. Subsec. (14) formerly 
read: 


(14) Where Parts III, IV, IV.1, VI and VI.1 are not applica- 
ble — Parts III, IV, IV.1, VI and VI.1 are not applicable to 
any corporation for any period throughout which it is exempt 
from tax under section 149. 


Pre-RSC History: Subsec. 227(14) substituted by 1988, c. 55, 
subsec. 171(8), cn eee to 1988 et seg. Subsec. 227(14) hii 
read: 


(14) Applidatisn of Parts Ill, IV and VI to certain public 
corporations — Parts III, IV and.VI are not applicable .to 
any corporation that was, at any time or for any period that is 
relevant for the purposes of any of those Parts, a corporation 
exempt from tax under section 149. 


Subsec, 227(14) amended by 1977-78, c. 1, s. 97, as follows: 


(a) by deleting therefrom the reference to Parts V, VII and VIII, 
effective after March 31, 1977, 


(b) by deleting therefrom the reference to Part II, effective after 
December 31, 1977, and 


(c) by deleting therefrom the reference to Part IX, effective af- 
ter December 1978. 


Subsec. 227(14) formerly read: 


(14). Application of Parts Il to IX.to certain public corpora- 
tions — Parts II to IX are not applicable to any corporation 
that was, at any time or for any period that is relevant for the 
purposes of any of those Parts, a corporation exempt from tax 
under section 149. 


Interpretation Bulletins: IT-269R3: Part IV tax on taxable divi- 
dends received by a private corporation or a subject corporation; IT- 
347R2: Crown corporations. 


(15) Partnership included in “person” — In 
this section, a reference to a “person” with respect to 
any amount deducted or withheld or required to be 
deducted or withheld. is deemed to include a 
partnership. 


Related Provisions: 96 — Partnerships and their members; 
212(13.1)— Application of Part XIII tax to a partnership; 
227(5.2) — “Person” includes any paership for purposes of cer- 
tain provisions. 


History: Subsec. 227(15) amended by 1997, c. 25, subsec. OK), 
applicable April 25, 1997. Subsec. (15) formerly read: 


(15) In this section a reference to “person” with respect to any 
amount-or any tax deducted or withheld from an amount 
under Part XIII shall be deemed to include a partnership that 
is with respect to that amount deemed for the purposes of that 
Part to be a person resident in Canada or a non-resident 
person. 


(16) Municipal or provincial corporation ex- 
cepted — A corporation that at any time during the 
taxation year would be a corporation described in 


paragraph 149(1)(d) but for a provision of an appro- 


priation Act shall be deemed not to be a private cor- 
poration for the purposes of Part IV. 


Related Provisions: 149(1)(d) —— Exemptions — Municipal or 
provincial corporation. 


Pre-RSC History: Subsecs. 227(15), (16) added by 1974-75-76, c. 
26, subsec. 124(2), applicable, as to subsec. 227(15), in respect of 
tax deducted after November 18, 1974, and, as to subsec. 227(16), 
to 1972 et seq. 


S. 227.1(1) 


Interpretation Bulletins [subsec. 227(16)]: IT-269R3: Part IV 
tax on taxable dividends received by a private corporation or a sub- 
ject corporation; IT-347R2: Crown corporations. 


Definitions [s. 227]: “amount”, “assessment” — 248(1); “calen- 
dar year” — Interpretation Act 37(1)(a); “Canada” — 255; “corpo- 
ration” — 248(1), Interpretation Act 35(1); “employee”, “em- 
ployer” — 248(1); “estate” — 104(1), 248(1); “Minister”, “non- 
resident” — 248(1); “person” — 227(5.2), (15), 248(1); “pre- 
scribed” — 248(1); “private corporation” — 89(1), 248(1); “prop- 
erty” — 248(1); “province” — Interpretation Act 35(1); “public 
corporation” — 89(1), 248(1); “regulation” — 248(1); “resident in 
Canada” — 250; “retirement compensation arrangement”, “salary 
or wages” — 248(1); “security interest” — 227(4.2); “specified per- 
son” — 227(5.1); “tax payable” — 248(2); “taxation year” — 249; 
“taxpayer” — 248(1); “trust” — 104(1), -248(1), (3); “unmar- 
ried” — 252(4)(d); “writing” — Interpretation Act 35(1). 


227.1 (1) Liability of directors for failure to de- 
duct — Where a corporation has failed to deduct or 
withhold an amount as required by subsection 135(3) 
or section 153 or 215, has failed to remit such an 
amount or has failed to pay an amount of tax for a 
taxation year as required under Part VII or VIL, the 
directors of the corporation at the time the corpora- 
tion was required to deduct, withhold, remit or pay 
the amount are jointly and severally liable, together 
with the corporation, to pay that amount and any tn- 
terest or penalties relating thereto. 


Related Provisions: 159(2) — Requirement for clearance certifi- 
cate before distributing property; 236 — Execution of documents by 
corporate. directors; .242 — Directors guilty of offences of 
corporation. 


Pre-RSC History: Subsec. 227.1(1) substituted by 1984, c. 1, s. 
100, applicable to 1983 et seg. Subsec. 227.1(1) formerly, read: 


227.1 (1) Liability of directors — Where a corporation has 
failed.to deduct or withhold an amount.as required by subsec- 
tion. 135(3). or section 153 or 215 or has failed to remit such 
an amount, the directors of the corporation at the time the 
corporation was required to deduct or withhold the amount, 
or remit the amount, are jointly and severally liable, together ~ 
with the corporation, to pay any amount that the corporation 
is liable to pay under this, Act in respect of that amount, in- 
cluding. any interest or penalties related thereto. 


Information Circulars: 89-2R:. Directors’ liability — section 
227.1 of the Income Tax Act and section 323 of the Excise Tax Act. 


Selected Cases [subsec. 227.1(1)]: Wheeliker v. R., [1998] 1 
C.T.C. 2021 (TCC) (Liability extends only to de jure directors and 
not de. facto; voluntary directors in not-for-profit corporations have 
less stringent standards); Storrie v. Canada, [1996] 2 C.T.C. 2596 
(TCC) (Lack of. clarity resolved in favour of taxpayer) ; 
MacCormack v. MNR, [1995] 2 C.T.C. 2410D (TCC) (Distinctions 
between directors who are liable and those who are not); Roll v. 
MNR, [1992] 2 C.T.C. 2060 (TCC); appealed to FCTD (July 14, 
1992), File T-1736-92 (Director liable for failure to remit source 
deductions prior to date of resignation); Robitaille v. Canada, 
[1990] 1 C.T.C. 121 (FCTD) (Where decisions as to cheques issued 
from accounts of company. in liquidation made by the bank ap- 
pointed as controller, no liability of directors); Danielson v. MNR, 
[1986] 2 C.T.C. 341 (FCTD) (Assessment pursuant to provision 
cannot be quashed by way of application for certiorari), Danielson 
v. Dep. A.G. Can., [1986] 2 C.T.C. 42 (FCTD) (Pending determina- 
tion of ultimate liability, interim injunction against execution of 
seizure granted to director having no active role in company’s af- 
fairs nor knowledge of its business). 
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(2) Limitations on liability — A director is not 1i- 
able under subsection (1), unless 


(a) a certificate for the amount of the corpora- 
tion’s liability referred to in that subsection has 
been registered in the Federal Court under section 
223 and execution for that amount has been re- 
turned unsatisfied in whole or in part; 


(b) the corporation has commenced liquidation or 


dissolution proceedings or has been dissolved and | 


a claim for the amount of the corporation’s liabil- 
ity referred to in that subsection has been proved 
within six months after the earlier of the date of 
commencement of the proceedings. and the date 
of dissolution; or DE, | 


(c) the corporation has made an assignment or a 
receiving order has been made against it under 
the Bankruptcy and Insolvency Act and a-claim 
for the amount of the, corporation’s liability re- 
ferred.to in that subsection has been proved 
within six months after the date of the assignment 

or receiving order, 
History: Para. 227.1(2)(c) amended by 1992, c227, para. 90(1)(q), 


to substitute “Bankruptcy and Insolvency Act’ for “Bankruptcy 
Act”, deemed to have come -into force November. 30, 1992. 
Pre-RSC History: Para. 227.1(2)(a) amended to substitute “under 
section 223” for “under subsection 223(2)” by -1988,.c. 55, s. 172; 
applicable with respect to certificates registered under s. 223 after 
November 12, 1981. eee) Eh 
Selected Cases [subsec. 227.1(2)]: Murray v. R., [1997] 3 
C.T.C. 2971 (TCC) (Duty of director is to prevent failure to make 
source deductions, not fix the problem after the fact); Kyte v. Can- 
ada, [1997] 2 C.T.C. 15 (FCA) (Correct amount in certificate 
merely directory, not mandatory); Kyte v. Canada, [TO96TE CRC. 
151 (FCTD) (Error in directory provision of the Act does not invali- 
date assessment). 


(3) Idem — A director is not liable for a failure 
under subsection (1) where the director exercised the 
degree of care, diligence and skill to prevent the fail- 
ure that a reasonably prudent person would have ex- 
ercised in comparable circumstances. . 

Selected Cases [subsec. 227.1(3)]: Sanford v. Canada, [1996] 
1 C.T.C. 2016 (TCC) (“Minimal” director exercised ‘sufficient due 
diligence); Edwards v. MNR, [1995] 1 C.T.C. 2373 (TCC) (Due dil- 


igence required is to prevent failure to make remittances, not to cure | 


default after the fact); Hadad v. Canada, [1994] 2 C:T.C. 2214 
(TCC) (Failure to be prescient about fall in price of crude oil not 
equated to lack of care, diligence and skill). 


(4) Limitation period — No action or proceedings 
to recover any amount payable by a director of a cor- 
poration under subsection (1) shall.be commenced 
more than two years after the director last ceased to 
be a director of that corporation: 


(5) Amount recoverable — Where execution re- 
ferred to in paragraph (2)(a) has issued, the amount 
recoverable from a director is the amount remaining 
unsatisfied after execution. 


(6) Preference — Where a director pays an amount 
in respect of a corporation’s liability referred to in 
subsection (1) that is proved in liquidation, dissolu- 
tion or bankruptcy proceedings, the director is enti- 
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tled to any preference that Her Majesty in right of 
Canada would have been entitled to had that amount 
not been so paid and, where a certificate that relates 
to that amount has been registered, the director is en- 
titled to an assignment of the certificate to the extent 
of the director’s payment, which assignment the 
Minister is hereby empowered to.make. _ 


(7) Contribution — A. director who. has satisfied a 
claim under this section is entitled to contribution 
from the other directors who were liable for the 
claim. 20 

Related Provisions [s. 227.1]: 227(10) — Assessment: 236 — 
Execution of documents by corporations; 242 — Officers and direc- 


tors guilty of corporation’s offences. 


Pre-RSC History [s. 227.1]: S. 227.1 enacted by 1980-81-82-83, 
c. 140, s. 124, applicable with respect to amounts required to be 
deducted and remitted, or, withheld and remitted, after November 
12, 1981. 
Selected Cases [s. 227.1]: Soper v. R., [1997].3::C,¥.€. 242 
(FCA) (Standard of care is “objective subjective” and directors not 
to be considered as homogeneous group of professionals with sin- 
gle, unchanging standard of conduct); Temple v. R., [1997] 2 C.T.C. 
2678 (TCC) (“Deemed” employer not liable for source deductions); 
Giglio v. R., [1997] 2 C.T.C. 2608 (TCC) (Resignation as director 
not effective retroactively); Kalef v. Canada, [1996] 2 C.T.C. 1 
(FCA) (Appointment of trustee does cause director to cease to hold 
office); Page v. Canada, [1996] 1 C.T.C. 2697 (TCC) (Minister or- 
dered to produce records, but not tax returns, relating to decision not 
to assess other directors); Wollitzer ‘v. Canada, [1995}°t'C2T.C. 
2996 (TCC) (Minister failed to prove that proof of claim was filed 
in bankruptcy proceedings; claim against. director. dismissed); 
Lindthaler. (M.G.) v. MNR, [1992] 2 C.T.C. 2570 (TCC) (Assess- 
ment setting out only one global amount of liability, under four stat- 
utes invalid); Corazza (F.) v. MNR, [1992] 2 C.T.C. 2023 (TCC) 
(Assessment setting out only one global amount. of liability under 
four statutes invalid); Re. Norris, [1989] 2.C.T.C. 185 (Ont. CA) 
(Notice of assessment sufficient documentation to file proof of 
claim under Bankruptcy Act); MNR v. Réaume, [1989] 1 C.T:C. 267 
(FCA) (Assessment “in respect of liability under section 227.1 of 
the Income Tax Act” does not include liabilities under other 
Statutes). at vient 
Definitions [s.. 227.1]: “amount” —248(1): “corporation”? — 
248(1), Interpretation Act 35(1); “Minister” — 248(1). 
Information Circulars [s. 227.1]: 89-2R: Director’s liability — 
8. 227.1 of the Income Tax Act and subsection 323 of the Excise Tax 
Act. 


228. Applying payments under collection 
agreements — Where a payment: is made>»to: the 
Minister on account of tax under this Act, an Act of 
a province that imposes a tax similar to the tax im- 
posed under this Act, or any two or more such Acts, 
such part of that payment as is applied-by the Minis- 
ter in accordance with the provisions of a collection 
agreement entered into under Part III of the Federal- 
Provincial Fiscal Arrangements. Act against the tax 
payable by a taxpayer for a taxation year under this 
Act discharges the liability of the taxpayer for that 
tax only to the extent of the part of the payment so 
applied, notwithstanding that the taxpayer directed 
that the payment be applied in a manner other than 
that provided in the collection agreement or made no 


direction as to its application. ; 
Related Provisions: 154 — Tax transfer payments. 
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History: S. 228 amended by 1995, c. 17, subsec. 45(2), to substi- 
tute “Federal-Provincial: Fiscal Arrangements Act’ for “Federal- 
Provincial Fiscal Arrangements and Federal Post-Secondary Edu- 
cation and Health Contributions Act’, in force April 1, 1996. 


Pre-RSC History: S. 228 amended by 1985, c. 45, s. 118, to 
substitute “Federal-Provincial Fiscal Arrangements and Federal 
Post-Secondary Education and Health Contributions Act, 1977” for 
“Federal-Provincial Fiscal Arrangements Act’. 

Definitions: “Minister” — 248(1); “province” — Interpretation 
Act 35(1); “taxation year’ — 249; “taxpayer” — 248(1). 


229. [Repealed] 


History: S. 229 repealed by R.S.C. 1985, c. 1. (Sth Shai Ss, 2294, 
applicable as of a day to be fixed by proclamation. S. 229 formerly 
read: 


229. Receipt of taxes by banks —A chartered bank in 
Canada shall receive for deposit, without any charge for dis- 
count or commission, any cheque made payable to the Re- 
ceiver General in payment of tax, interest or penalty imposed | 
by this Act, whether drawn on the bank receiving the anedbe 
or on any other chartered bank in Canada. 


“Receiver General” substituted for “Receiver General of Canada” 
by 1980-81-82-83, c. 48, s. 115. 


229.1 (1) Section 229 is repealed. 


(2) Subsection (1) shall come into force on a day to 
be fixed by proclamation. 


Origin of 229.1: S. 229.1 enacted by R.S.C. 1985, c. 1 (Sth Supp.). 
(Formerly contained in S.C. 1986, c. 6, s. 119.) 


General 


230. (1) Records and books — Every person car- 
rying on business and every person who is required, 
by or pursuant to this Act, to pay or collect taxes or 
other amounts shall keep records and books of ac- 
count (including an annual inventory kept in pre- 
scribed manner) at the person’s place of business. or 
residence in Canada or at such other place as may be 
designated by the Minister, in such form and con- 
taining such information as will enable the taxes 
payable under this Act or the taxes or other amounts 
that should have been deducted, withheld or col- 
lected to be determined. 

Related Provisions: 150.1(4) — Record of return filed electroni- 


cally; 230(4.1) — Requirement to keep electronic records; 
238(1) — Punishment for failing to comply. 


Regulations: 1800 (prescribed manner of keeping inventory). 


Information Circulars: 77-9R: Books, records and other require- 
ments for taxpayers having foreign affiliates; 78-10R2 and Special 
Release: Books and records retention/destruction. 


(1.1) [Repealed under former Act] 


Pre-RSC History: Subsec. 230(1.1) repealed by 1986, c. 6, s. 120; 


applicable. to the requirement to retain books and records for taxa- 
tion years ending after 1986. Subsec. 230(1.1) formerly read: 


(1.1) Idem — Every person who administers an indexed se- 
curity investment plan under which a taxpayer is a participant 
shall keep records and books of account at his place of busi- 
ness in Canada or at such other place as may be designated by 
the Minister, in such form and containing such information as 
will enable the Minister to verify the amount of any taxable 


S. 230(3) 


capital gain or allowable capital loss of the taxpayer from the 
plan. 


Subsec. 230(1.1) added by 1984, c. 1, s. 101, applicable after Sep- 
tember 30, 1983. 


(2) Idem — Every registered charity and registered 
Canadian amateur athletic association shall keep 
records and books of account at an address in Can- 
ada recorded with the Minister or designated by the 
Minister containing 


(a) information in such form. as will enable the 
Minister to,determine whether, there are. any 
grounds. for the revocation of its registration 
under this Act; 


-(b). a duplicate of each receipt containing pre- 
scribed information for a donation received by it; 
and 


(c) other information in such form as will enable 
the Minister to verify the donations to it for 
which:a deduction or tax credit is available under 
this ‘Act. 


Related Provisions: 149.1(6.4) — Rules apply to registered na- 
tional arts service organizations; 168(1)(e) — Notice of intention to 
revoke registration; 238(1) — Punishment for failing to comply. 


History: Subsec. 230(2) substituted by 1994, c. 21, s. 105, applica- 

ble after December 21, 1992. That subsec. formerly read; 
(2) Idem, charities, etc. — Every registered charity and reg- 
istered Canadian amateur athletic association shall keep 
records. and books of account (including a duplicate of each 
receipt containing prescribed. information for a donation re- 
ceived by it) at an address in Canada recorded with the Minis- 
ter or designated by the Minister in such form and containing 
such information as will enable the donations to it that are 
deductible under this Act’ to be verified. 


Pre-RSC History: “Registered charity” substituted for “registered 
Canadian charitable organization” by 1976-77, c. 4, s. 87 and 
Schedule II, applicable to 1977 et seq. 


Regulations: 216 (information Saute, 3502 (prescribed informa- 
tion for receipts). 


Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


(2.1) Idem, lawyers — For greater certainty, the 
records and books of account required by subsection 
(1) to be kept by a person carrying on business as a 
lawyer (within the meaning assigned by subsection 
232(1)) whether by means of a partnership or other- 
wise, include all accounting records of the lawyer, 
including supporting vouchers and cheques. 

Selected Cases [subsec. 230(2.1)]: Heath v. Canada, [1990] 2 


C.T.C. 28 (B.C. SC) (Solicitor’s trust account ledger was on “ac- 
counting record of a lawyet” subject 'to:Crown’s inspection). 


(3) Minister’s requirement to keep records, 
etc. — Where a person has failed to keep adequate 
records and books of account for the purposes of this 
Act, the Minister may require:the person to keep 
such records and books of account as the Minister 
may specify and that person shall thereafter keep 
records and books of account as so required. 


Related Provisions: 230.1(3) — Application to political party’s 
or candidate’s records; 238(1) —- Punishment for failing to comply, 
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Selected Cases [subsec. 230(3)]: Canada v. McKinlay 
Transport Ltd., [1990] 2 C.T.C. 103 (SCC) (Crown’s demand under 
provision amounted to seizure within section 8 of the Charter, but 
not an unreasonable one; such demand can be contested on ground 
that Minister engaged in fishing expedition). 


(4) Limitation period for keeping records, 
etc. — Every person required by this section to keep 
records and books of account shall retain’ 


(a) the records and books of account referred to 
in this section in respect of which a period is pre- 
scribed, together with every account and voucher 
necessary to verify the information contained 
therein, for such period as is prescribed; and 


(b) all other records and books of account re- 

ferred to in this section, together with every ac- 

count and voucher necessary to verify the infor- 

mation contained therein, until the expiration of 

six years from the end of the last taxation year to 

which the records and books of account relate. 
Related Provisions: 150.1(4) — Record of return filed electroni- 
cally; 168(1)(e) — Notice of intention to revoke. registration ; 
230(4.1) — Requirement to keep electronic records; 230.1(3) — 
Application to political party’s or candidate’s records; 238(1) — 
Punishment for failing to comply. 
Pre-RSC History: Subsec. 230(4) substituted by 1980-81-82-83, 
c. 102, subsec. 5(1), in force September 20, 1982. Subsec. 230(4) 
formerly read: 


(4) Every person required by this section ‘to keep records and 
books of account shall, until written permission for their ‘dis- 
posal is obtained from the Minister, retain every such record 
or book of account and every account or voucher necessary to 
verify the information in any such record or books of account. 


Regulations: 5800 (required retention periods). 


Information Circulars: 78-10R2 and Special Release: Books and 
records retention/destruction; 80-10R: Registered charities — oper- 
ating a registered charity. ear 


Forms: 1137: Request for destruction of books and records; 
T2213: Receipt for borrowed books, records and documents. 


(4.1) Electronic records — Every person required 
by this section to keep records who does’so electron- 
ically shall retain them in an electronically readable 
format for the retention period referred to in subsec- 
tion (4). mk 
Related Provisions: 230(4.2) — Exemption from requirement; 
238(1) — Punishment for failing to comply. 


History: Subsec. 230(4.1) added by 1998, c. 19, s. 227, ts force 
June 18, 1998. 


(4.2) Exemptions — The Minister may, on such 
terms and conditions as are acceptable.to the Minis- 
ter, exempt a person or a class of persons from: the 
requirement in subsection (4.1). 


History: Subsec, 230(4.2) added by. 1998, c. 19, s. 227, im force 
June 18, 1998. . 


(5) Exception — Where, in respect of any: taxation 
year, a person referred to in subsection (1) has not 
filed a return with the Minister as and when required 
by section 150, that person shall retain every record 
and book of account that is required by this section 
to be kept and that relates to that taxation year, to- 
gether with every account and voucher necessary to 
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verify the information contained therein, until the ex- 
piration of six years from the day the return for that 
taxation year is filed. ae fu 


Related Provisions: 238(1) Le Punishment for failing to comply. 


Pre-RSC History: Subsec. 230(5) added. by 1980-81-82-83, c. 
102, subsec. 5(1), applicable from September. 20, 1982. 


(6) Exception where objection or appeal — 
Where a person required by this section to Keep 
records and books of account serves a notice of ob- 
jection or where that person is a party to an appeal to 
the Tax Court of Canada under this Act, that person 
shall retain every record, book of account, account 
and voucher necessary for dealing with the objection 
or appeal until, in the case of the serving of a notice 
of objection, the time provided by section 169 to ap- 
peal has elapsed or, in the case of an appeal, until the 
appeal is disposed of and any further appeal in re- 
spect thereof is disposed of or the time for filing any 
such further appeal has expired. gLAVES 

Pre-RSC History: Subsec. 230(6) amended by 1988,,c. 61, s. 24, 
to substitute “Tax Court of Canada” for “Tax Court of Canada or 
the Federal Court of Canada”, “section 169” for “sections 169 and 


172”, and “further appeal in respect thereof” for “further appeal 
therefrom”, in force January 1, 1991. oe , 


Subsec, 230(6) amended. by 1985, c. 45;'s. 119, applicable on and 
after July 18, 1983, to substitute “Tax Court of Canada”. for “Tax 
Review Board”. . 
Subsec. 230(6) added by 1980-8 1-82-83, c.102, subsec. 5(1), appli- 
cable from September 20, 1982. 


Information Circulars: 78-10R2.and Special Release: Books and 
records retention/destruction. 


(7) Exception where demand: by. Minister — 
Where the Minister isof the opinion that it is neces- 
sary for the administration of this Act;: the Minister 
may, by registered letter or by a demand served per- 
sonally, require any person required by this section 
to keep records and books of account to retain those 
records and books of account,: together with every 
account and voucher necessary to verify the informa- 
tion contained therein; for such period as’is specified 
in the letter or demand. £36 
Related Provisions: 244(5), (6).— Proof of service by mail or 
personal service; 248(7)(a) — Mail deemed received on day mailed. 
Pre-RSC History: Subsec. 230(7) added By 1980-81:82-83, c. 
102, subsee. 5(1), applicable from September 20, 1982. 


Information Circulars: 78-10R2 and Special Release: Books and 
records retention/destruction. Pens re 


(8) Permission for earlier disposal — A person 
required by this section to. keep records and books of 
account may dispose of the records and books of ac- 
count referred to in this section, together with every 
account and voucher necessary to verify the informa 
tion contained therein, before’ thé’ expiration of the 
period in respect of which those records and books 
of account are required to be kept if written’ permis- 
sion for their disposal is given by the Minister. 
Related, Provisions:, 168(1)(e)— Notice of-intention to revoke 
registration; 230.1(3) — Application to. political, party’s or-candi- 
date’s records; 238(1) — Offences, . f 
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Pre-RSC History: Subsec. 230(8) added by: 1980-8 1-82-83, c. 
102, subsec. 5(1), applicable from September 20, 1982. _ 


Forms: 1137: Request for destruction of books and records. 


Definitions [s. 230]: “allowable capital loss” — 38(b), 248(1); 
“amount’,. “business” — 248(1); “Canada” — 255;. “inventory”, 
“Minister”, “person”, “prescribed” — 248(1); “record” — 150.1(4); 
“Tegistored Canadian amateur athletic aSSOGIaHODS, “registered char- 
ity’ — 248(1); “taxable capital gain” —38(a), 248(1); “taxation 
year’ — 249; “taxpayer” — 248(1). 


230.1 (1) Records and books re political con- 
tributions — Every registered agent of a registered 
party and the official agent of each candidate at an 
election of a member or members to serve in the 
House of Commons of Canada shall keep records 
and books of account sufficient to enable the 


amounts contributed that are received by the agent | 


and expenditures that are made by the agent to be 
verified (including duplicates of all receipts. for 
amounts. contributed, containing prescribed. informa- 
tion and signed by the agent) at 


(a) in the case of a registered agent, the agent’s 


address recorded in the registry maintained by the 


Chief Electoral Officer pursuant to subsection 
33(1) of the Canada Elections Act; and 


(b) in the case of an official agent, an.address in 
Canada recorded with or designated. by the 
Minister. 


Related Provisions: 127(3)-(4.2) — Credit for political contri- 
butions;, 168(1)(e) — Revocation of registration; .238(1) — Punish- 
ment for failing to comply. 


History: That portion of subsec. 230.1(1) preceding para. (a) 
amended by 1994, c. 7, Sch. VII (1993, c. 24), subsec. 133(1), ap- 
plicable to 1992 et seg. That portion formerly read: 


(1) Books and records relating to political contribu- 
tions — Every registered agent of a registered party and the 
official agent of each candidate at an election of a member or 
members to serve in the House of Commons of Canada shall 
keep records and books of account sufficient to enable the 
amounts contributed received by the agent and expenditures 
made by the agent’ to be verified (including duplicates of all 
receipts for: amounts contributed; signed by the registered 
agent or. official. agent, as the case may be, other. than any 
such duplicate receipts filed by the agent under subsection 


(2)) at 
Regulations: 2000, 2002 (contents of receipts). 


Information Circulars; 75-2R4: Contributions to a registered po-- 


litical party or to a candidate at a federal election. 


(2) Return of information — Each person to 
whom subsection (1) applies shall, 


(a) in the case of a registered agent, at such times, 
not more frequently than annually, as are. pre- 
scribed by the Minister,: and 


(b) in.the case of an official agent, within the 


time within which a return is required to be sub- 


mitted by the agent to a returning officer under 
section 228 of the Canada Elections Act, 


file with the Minister a return of information. in, pre- 
scribed form and containing prescribed information. 


S. 230.1(4) 


Related Provisions: 168(1)(e) — Revocation. of registration; 
230.1(4) — Reports to chief electoral officer; 238(1) — Punishment 
for failing to comply. 


History: That portion of subsec. 230.1(2) after para. (a) amended 
by 1994, c..7, Sch. VII (1993, c. 24), subsec..133(2); applicable to 
1992 et seq. That portion formerly read: 


(b) in the case of an official agent, within the time within 
which a return is required to be submitted by the agent to 
a returning officer pursuant to section 228 of the Canada 
Elections Act, 


file with the Minister a return of information, in prescribed 
form and containing prescribed information, together with the 
duplicates of all receipts referred to in. that subsection signed 
by that person since the later of the day any previous such 
information return was filed by that person and August 1, 
1974. 


Regulations: 2001 (time for filing return), 


Information Circulars: 75-2R4: Contributions to a registered po- 
litical party or to a candidate at.a federal. election. 


Forms: T2092: Contributions to,a registered party — information 
return; T2093: Contributions to a candidate at an election — infor- 
mation return. 


(3) Application of subsecs. 230(3) to (8) — 
Subsections 230(3) to (8) apply, with such modifica- 
tions as the circumstances require, in respect of the 
records and books of account required by subsection 
(1) to be kept and in respect of the Logdinire thereby 
required to keep them. 


Regulations: 5800(2) (retention period for records and books of 
account). 


Information Circulars: 78-10R2 and Special Release: Books and 
records retention/destruction. 


(4) [Repealed] 


History: Subsec. 230.1(4) PALES by 1994, c. 21, s. 106, applica- 
ble June. 15, 1994.-That subsec. formerly read: 


(4) Reports ‘to chief electoral officer — Notwithstanding 
section 241, the Minister shall, as soon as is reasonably possi- 
ble after each election and at such other time as is appropriate 
having regard to the time of receipt by the Minister of returns 
of information under subsection (2), forward to the Chief 
Electoral Officer a report that is based on all such returns of 
information as have been received by the Minister since the 
most recent such report and that sets out the total of amounts 
contributed to each registered party and the total of amounts 
contributed to each candidate at an election of a member or 
members to serve in the House of Commons of Canada since 

_ the most recent such report, and, on receipt thereof by the 
Chief Electoral Officer, the report is a public record and may 
be inspected by any person on request during normal business 
hours. 


Subsec. 230:1(4) amended by 1994, c. 7, Sch. VIII (1993, c. 24), 
subsec. 133(3), applicable to 1992 et seg. Subsec. (4) formerly read: 


(4) Reports to Chief Electoral Officer — The Minister 
_ shall, notwithstanding ‘section 241, as soon as is reasonably 
possible after each election and at such other time as is appro- 
priate having regard to the time of receipt by the Minister of 
returns of information under subsection (2), forward_to the 
Chief-Electoral Officer a report based on all such returns of 
information and duplicate receipts as have been received by 
the Minister since the most recent such report, setting out the 
total-of amounts contributed to each registered party and the 
total of amounts contributed to each candidate at an election 
of a member or members to serve in the House of Commons 
of Canada since the most recent such report, and;.on receipt 
thereof by the Chief Electoral Officer, the report is a public 
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record and may be inspected by any person on request during 
normal business hours. 


(5) [Repealed] 


History: Subsec. 230.1(5) repealed by 1994, c. 21, s. 106, applica- 
ble June 15, 1994. That subsec. formerly read: 


(5) No report to enable identification of contributor — No 
report under subsection (4) shall contain information that 
would enable any person to identify a person by whom a con- 
tribution to a registered party or candidate was made. 


(6) Definitions — In this section, the terms “candi- 
date”, “official agent’, “registered agent” and “regis- 
tered party” have the meanings assigned to them by 
section 2 of the Canada Elections Act. 


(7) Definition of “amount contributed” — In 
this section, “amount contributed” by a taxpayer has 
the meaning assigned by subsection 127(4.1). 


Origin of subsec. 230.1(7): R.S.C. 1985, c. 1 (5th Supp.) (for- 
merly contained in the opening words of subsecs. 127(4.1)). 


Pre-RSC History [s. 230.1]: Subsec. 230.1(3) substituted by 
1980-8 1-82-83, c. 102, subsec. 5(2), in force 90 days after June 22, 
1982. Subsec. 230.1(3) formerly: read: 


(3) Application of subsections 230(3) and (4) — Subsec- 
tions 230(3) and (4) apply in respect of the records and books 
of account required by subsection (1) to be kept and in re- 
spect of the persons thereby required to keep them. 


Subsecs. 230.1(1), (4), (6) substituted by 1974-75-76, c. 71, s.-12, 
applicable after June 23, 1975, to add “amounts contributed” in sub- 
sec. 230,1(4) and “candidate” in subsec. 230,1(6). Subsec. 230.1(1) 
formerly read: 


230.1 (1) Every registered agent of a registered party and the 
official agent of each candidate at an election of a member or 
members to serve in the House of Commons of Canada shall 
keep records and books of account (including duplicates of all 
receipts for contributions to the registered party. or candidate, 
as the case may be, signed by him, other than any such dupli- 
cate receipts filed by him under subsection (2),) at 


(a) in the case of a registered agent, his address recorded 
in the registry maintained by the Chief Electoral Officer 
pursuant to subsection 13.1(1) of the Canada Elections 
Act; and : 


(b) in the case of an official agent, an address in Canada 
recorded with or designated by the Minister, 


in such form and containing such information as will enable 
the contributions to the registered party or candidate made 
through him to be verified. 


S. 230.1 added by 1973-74, c. 51, s. 20, in force August 1, 1974. 
Canada Elections Act, s. 2: See note to subsec. 127(4). 


Definitions [s. 230.1]: “amount contributed” — 127(4.1), 
230.1(7); “candidate” — 230.1(6); “Minister” — 248(1); “official 
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agent” — 230.1(6); “person”, “prescribed” — 248(1); “registered 
agent”, “registered party” — 230.1(6). 


231. Definitions — In sections 231.1 to 231.6, 


“authorized person” means a person authorized by 
the Minister for the purposes of sections 231.1 to 
23555 


“document” includes money, a security and a 
record; 
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“dwelling-house” means the whole or any part of a 
building or structure that is kept or occupied as a 
permanent or temporary residence and includes 


(a) a building within the curtilage of a dwelling- 
house that is connected to it by a doorway or by a 
covered and enclosed passageway, and 


(b) a unit that is designed to be mobile and to be 
used as a permanent or temporary residence and 
that is being used as such a residence; 


“Judge” means a judge. of a superior court having 
jurisdiction in the province where the matter arises 
or a judge of the Federal Court. 


Related Provisions: 66(12.72) — Application of sections 231-to 
231.3: 


History: The definition “documents” in s. 231 amended by 1998, c. 
19, s. 228, in force June 18, 1998. The definition formerly read: 


“documents” includes money, securities and any of the fol- 
lowing, whether computerized or not: books, records, letters, 
telegrams, vouchers, invoices, accounts and statements (fi- 
nancia! or otherwise); 
Pre-RSC History [s. 231]: That portion of s. 231 preceding the 
definition. “authorized person” amended to substitute “231.6” for 
“231.5” by 1988, c. 55, s. 173. 


For earlier history, see after s. 231.5. 


Selected Cases [s. 231]: Stasiv, Mitton and Smith v. Canada, 
[1984] 1 C.T.C. 171 (Ont. SC) (“Judge” does not include a judge of 
the Ontario Supreme Court appointed pursuant to the Courts of Jus- 
tice Act (Ontario)). 

Definitions [s. 231]: “Minister”, “person” — 248(1); “prov- 
ince” — Interpretation Act 35(1); “record” —248(1); “superior 
court” — Interpretation Act 35(1). 


231.1 (1) [Audits,] inspections — An authorized 
person may, at all reasonable times, for any purpose 


related to the administration or enforcement of. this 
Act, 


(a) inspect, audit or examine the books and 
records of a taxpayer and any document of the 
taxpayer or of any other person that relates or 
may relate to the information that is or should be 
in the books or records of the taxpayer or to any 
amount payable by the taxpayer under this Act, 
and 


(b) examine property in an inventory of a tax- 
payer and any property or process of, or matter 
relating to, the taxpayer or any other person, an 
examination of which may: assist the authorized 
person in determining the accuracy of the inven- 
tory of the taxpayer or in ascertaining the infor- 
mation that is or should be in’ the books or 
records of the taxpayer or any amount payable by 
the taxpayer under this Act, 


and for those purposes the authorized person may 


(c) subject to subsection (2), enter into any prem- 
ises or place where any business is carried on, 
any property is kept, anything is done in connec- 
tion with any ‘business or any books or records 
are or should be kept, and 
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(d) require the owner or manager of the property 
or business and any other person on the premises 
or place to give the authorized person all reasona- 
ble assistance and to answer all proper questions 
relating to the administration or enforcement of 
this Act and, for that purpose, require the owner 
or manager to attend at the premises or place with 
the authorized person. 

Selected Cases [subsec. 231.1(1)]: Lipsey v. MNR, [1984] 

C.T.C. 208 (FCTD) (Minister enjoined from authorizing investiga- 


tion under provision subsequent to previous order on appeal quash- 
ing authorization to conduct search and seizure). ; 


(2) Prior authorization — Where any premises or 
place referred to in paragraph (1)(c) is a dwelling- 
house, an authorized person may not enter that 
dwelling-house without the consent of the occupant 
except under the authority of a warrant under subsec- 
tion (3). 


(3) Application — Where, on ex parte application 
by the Minister, a judge is satisfied by information 
on oath that 


(a) there are reasonable grounds to believe that a 
dwelling-house is a premises or place referred to 
in paragraph (1)(c), 


(b) entry into the dwelling-house is necessary for 
any purpose relating to the administration or en- 
forcement of this Act, and 


(c) entry into the dwelling-house has been, or 
there are reasonable grounds to believe that entry 
will be, refused, 


the judge may issue a warrant authorizing an author- 
ized person to enter the dwelling-house subject to 
such conditions as are.specified in. the warrant. but, 
where the judge is not satisfied that entry into the 
dwelling-house is necessary for any purpose relating 
to the administration or enforcement of this Act, the 
judge may 


(d) order the occupant of the dwelling-house to 
provide to an authorized person reasonable access 
to any document or property that is or should be 
kept in the dwelling-house, and 


(e) make such other order as is appropriate in the 
circumstances to carry out the purposes of this 
Act, 


to the extent that access was or may be expected to 
be refused and that the document or property is or 
may be expected to be kept in the dwelling-house. 


History: Subsec. 231.1(3) substituted by 1994, c. 21, s. 107, appli- 
cable June 15, 1994. That subsec. formerly read: 


(3) Application — Where, on ex parte application by the 
Minister, a judge is satisfied by information on oath 


(a) that there are reasonable grounds to believe that a 
dwelling-house is a premises or place referred to in para- 


graph (1)(c), 
(b) that entry into the dwelling-house is necessary for any 


purpose relating to the administration or enforcement of 
this Act, and 


S. 231.2(1) 


(c) that entry into the dwelling-house has been refused or 
that there are reasonable grounds to believe that entry 
thereto will be refused, 


the judge shall issue a warrant authorizing an authorized per- 
son to enter that dwelling-house subject to such conditions as 
may be specified in the warrant but, where the judge is not 
satisfied that entry into that dwelling-house is necessary for 
any ‘purpose relating to the administration or enforcement of 
this Act, the judge shall 


(d) order the occupant of the dwelling-house to. provide 
reasonable access to an authorized person to any docu- 
ment or property that is or should be kept therein, and 


(e) make such other order as is appropriate in the circum- 
stances to carry out the purposes of this Act 


to the extent that access has been or may be expected to be 
refused and that the document or property is or may be ex- 
pected to be kept in the dwelling-house. 


Related Provisions [s. 231.1]: 66(12.72)— Application of sec- 
tions 231 to 231.3.to audits of flow-through shares; 168(1)(e) — 
Revocation of registration; 230 —.Requirement to keep books and 
records; 231.2 — Requirements for information; 231.3 — Search 
warrants; 231.5(2) — Compliance; 237.1(8)-— Application to tax 
shelter disclosure rules; 232(3.1) — Examination of documents 
where privilege claimed; 238(1) — Punishment for failing to com- 
ply; Interpretation Act 31(2) — Ancillary powers granted to enable 
work to, be, done. 


Pre-RSC History: See after’s. 231.5. 


Selected Cases [s. 231.1]: R. v. Warawa, [1998] 1 C.T.C. 345 
(Alta. Ct. Q.B.) (Where information demanded is not for audit, but 
for prosecution, rights of taxpayer protected and information may 
not be used in subsequent prosecution); Baron v. Canada, [1991] 1 
C.T.C. 125 (FCA); aff'd [1993] 1 C.T.C. 111 (SCC) (Provision held 
to be of no force and effect because absence of judicial discretion in 
subsection. 231.3(3) violated the Charter). 

Definitions [s. 231.1]: “amount” — 248(1); “authorized person’, 
“documents”, “dwelling-house” — 231; “inventory” — 248(1); 
“Sudge” — 231; “Minister”, “property”, “taxpayer” — 248(1). 
Information Circulars [s. 231.1]: 71-14R3: The tax audit; 94-4: 
International transfer pricing — advance pricing agreements (APA), 
Forms [s. 231.1]: T3024: Inspection, audit and examination 
provisions. 


231.2 (1) Requirement to provide documents 
or information — Notwithstanding any other pro- 
vision of this Act, the Minister may, subject to sub- 
section (2), for any purpose related to the administra- 
tion or enforcement of this Act, by notice served 
personally or by registered or certified mail, require 
that any person provide, within such reasonable time 
as is stipulated in the notice, 


| (a) any information or additional information, in- 
cluding a return of income or a supplementary re- 
turn; or | 


(b) any document. 


Related Provisions: 66(12.72) — Application re flow-through 
shares; 168(1)(e) — Revocation of charity’s registration for failure 
to comply; 231.1(1)(b) — Examination of inventory; 231.5(1) — 
Copy of taxpayer’s document may be used in court proceedings; 
231.5(2) — Compliance; 232(2) — Solicitor-client privilege de- 
fence; 232(3.1) — Examination of documents where privilege 
claimed; 237.1(8) — Application to tax shelter disclosure; 238(1) 
— Punishment for failure to comply; 244(5), (6) — Proof of ser- 
vice by mail or personal service; 244(9) — Copy of taxpayer’s doc- 
ument may be used in court proceedings; 248(7)(a) — Mail deemed 
received on day mailed. 
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Selected Cases [subsec. 231.2(1)]: AGT Ltd. y. Canada 
(Attorney General), [1997].2 C.T.C..275 (FCA) (Once seizure ruled 
constitutional, statutory analysis all that remained where’ require- 
ments issued by Minister); Interprovincial Pipe Line Inc. v. MNR, 
[1995] E.T.C. 2147; 95 DTC 5642 (Provision of privileged docu- 
ments to auditors for purposes of statutory audit was limited waiver 
and did not affect privilege of documents); Aulakh vy. Canada, 
[1995] 2 C.T.C. 526 (Alta. Prov. Ct.) (Crown has choice of proceed- 
ing under section 150 or by way of prosecution); Montreal 
Aluminum Processing Inc. vy. Canada, [1992] 2 C.T.C. 358 (FCA) 
(Order to strike claim opposing legally suspect requirement upheld); 
Morena v. MNR, [1991] 1°C.T.C. 78 (FCTD); appealed to FCA 
(Nov. 12, 1990), File A-986-90 (Requirement to provide informa- 
tion that may disclose private transactions involving persons not 
under investigation held valid); Tyler v. MNR, [1991] 1 C.T.C. 13 
(FCA) (Minister prohibited from communicating information ob- 
tained under provision to RCMP during period in which drug traf- 
ficking charges remained outstanding); The Queen y. Gill, [1990] 2 
C.T.C. 318 (B.C. Co Ct) (Requirements to provide information is- 
sued after company dissolved and struck from Register of Compa- 
nies had'no effect even where company subsequently restored’ to 
Register under subsection 286(2) of the Company Act (B.C.)): 
Skalbania N.M., Ltd. v. Canada, [1989] 2 C:T.C. 183 (B.C. Co Ct) 
(Provision applies only to demands to facilitate ongoing investiga- 
tion; appeal from conviction under provision for failure to file re- 
turns allowed where demand should have been made under another 
provision); Tyler v. MNR, [1989] 1 C.T.C. 153 (FCTD): rev'd 
[1991] 1 C.T.C. 13 (FCA) (Minister may require production of in- 
formation under provision during criminal proceedings against 
taxpayer); The Queen v. Rosenberg et al., [1987] 1 C.T.C. 385 (Ont. 
SC) (Demand under provision required only where taxpayer with- 
holds consent to inspect documents). : 


Forms: 1375: Requirement to provide information and documents. 


(2) Unnamed persons — The Minister shall not 
impose on any person (in this section referred to-as a 
“third party”) a requirement under subsection (1) to 
provide information or any document’relating’to one 
or more unnamed persons unless the Minister first 
obtains the authorization of a judge under subsection 


(3). 


Selected Cases [subsec. 231.2(2)]: Chilton Insurance 
Consultation Inc. v. Canada, [1996] 2 C.T.C. 185 (Sask. Ct. QB) 
(Company struck off provincial Register still liable to file tax re- 
turns; director personally liable to penalty). 


(3), Judicial authorization — On ex parte appli- 
cation by the Minister,.a judge may, subject to such 
conditions as the judge considers. appropriate, au- 
thorize the Minister to impose on a third party a re- 
quirement under. subsection (1) relating to an un- 
named person or more than one unnamed person. (in 
this section referred to as the “group”) where the 
judge is satisfied by information on oath that 


(a) the person or group is ascertainable; and. 


(b) the requirement is made to verify compliance | 


by the person or persons in the. group: with any 
duty or obligation under this. Act. 


(c) [Repealed] 
(d) [Repealed] 


Related Provisions: .66(12.72) — Application -re flow-through 
shares; 168(1)(e) — Revocation of charity’s registration for failure 
to comply; .232(2), (3.1) — Solicitor-client. privilege defence; 
237.1(8) — Application to tax shelter disclosure: 238(1) — Punish- 
ment for failure to comply. 


Income Tax Act 


History; Paras. 231.2(3)(c) and (d) repealed by 1996, c. 21, subsec. 
58(1), applicable June 20, 1996. Paras. (c) and (d) formerly read: 

» (c) it is reasonable to expect, based on any grounds, including 
information (statistical or otherwise) or past experience relat- 
ing to the group or any other persons, that the person or any 
person in the group may have failed or may be likely to fail to 

~ provide information that is sought pursuant to the require- 
ment or to otherwise comply with this Act; and 
(d) the information or document is not otherwise more readily 
available. ree 

Selected Cases [subsec. 231.2(3)]: Fédération des Caisses 
Populaires Desjardins de Québec v.*MNR, [1997] 2 C.T.C. 159 
(Que. SC) (Requirement voided where specific taxpayers not 
identified). 


(4) Service of authorization — Where an author- 
ization is granted under subsection (3), it shall be 
served together. with the notice referred to in subsec- 
tion (1). | 


(5) Review of authorization — Where an author- 
ization is granted under subsection (3), a:third party 
on whom a notice is served under subsection (1) 
may, within 15 days after the service of the notice, 
apply to the judge who granted the authorization or, 
where the judge is unable to act, to another judge of 
the same court for a review of the authorization. 


(6) Powers on review — On hearing an. applica- 
tion under subsection (5), a judge may cancel the au- 
thorization previously granted if the judge is not then 
satisfied that the conditions in paragraphs (3)(a) and 
(b) have been met and the judge may confirm or-vary 
the authorization if the judge is satisfied that those 
conditions have been met. | , 


History: Subsec. 231.2(6) amended by 1996, c. 21, subsec. 58(2), 
applicable June 20, 1996. Subsec. (6) formerly read: 


(6) Powers on review — On hearing an application under 
subsection (5), a judge may cancel the authorization previ- 
ously granted if the judge is not-then satisfied that’the condi- 
tions in paragraphs (3)(a) to.(d) have been met and the judge 
may confirm or vary the authorization if the judge is satisfied 
that those conditions have been met. Ane 


(7) [Repealed under former Act] 


Pre-RSC History: Subsec. 231.2(7) repealed by 1988, c..55, s. 
174. Subsec. 231.2(7) formerly read: 


(7) Additional remedy — Where a person is found guilty of 
an offence under subsection 238(2) for failing to comply with 
a requirement under subsection (1); the court may make such 
order as it deems proper in order to enforce compliance with 
the requirement. 


For earlier history, see after s. 231.5. 


Selected Cases [s. 231.2]: Vancouver Trade Mart Inc. ( Trustee 
of) v. Canada (Attorney General), [1998] 1 C.T.C. 79 (FCTD) 
(Trustee’s working’ papers required to be produced); Canadian 
Forest Products Ltd. v. MNR, [1996] 3 C.T.C. 240 (FCTD) (Re- 
quirement regarding unidentified taxpayers. required: judicial 
approval); Radke v. MNR, {1996} 3.C.T.C. 86 (BCSC) (Documents 
not privileged where prima facie case of fraud established); Sand 
Exploration Ltd. et al No. 2 v. MNR; [1995] 2 C.T.C. 140 (FCTD) 
(No fishing expedition when requirements of provision met where 
Minister seeking names of unnamed taxpayers from third party); 
Sand Exploration Ltd. et al No. 1 \v..MNR, [1995].2 C.T.C. 137 
(FCTD) (Taxpayer must lead evidence of apprehended harm if or- 
ders to be suspended); Andison v. MNR, [1995].1 G.T.C. 203 
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(FCTD) (Judicial authorization must be obtained before demand for 
information can be enforced with respect to unnamed persons). 


Definitions [s. 231.2]: “documents”, “judge” — 231; “Minister”, 
“person” — 248(1); “third party” — 231.2(2). 
Information Circulars [s. 231.2]: 73-10R3: Tax evasion. 


231.3 (1) Search warrant — A judge may, on ex 
parte application by the Minister, issue a warrant in 
writing authorizing any person named therein to 
enter and search any building, receptacle or place for 
any document or thing that may afford evidence as 
to the commission of an offence under this Act and 
to seize the document or thing and, as soon as practi- 
cable, bring it before, or make a report in respect of 
it to, the judge or, where the judge is unable to act, 
another judge of the same court to be dealt with by 
the judge in accordance with this section, 


Related Provisions: See at end of 231.3. 


Selected Cases [subsec. 231.3(1)]: Solvent Petroleum 
Extraction Inc.'v. MNR, [1989] 2:C.T.C. 177. (FCA); leave to appeal 
to SCC refused (1989), 105 NR 159 (note); application for reconsid- 
eration refused (July 9, 1992), Doc. 21556 (Once conditions of pro- 
vision met, judge must issue a warrant; in course of executing war- 
rant, officer may seize anything officer considers. evidence of 
commission of crime); Clayton F. K., Group Ltd. et.al. v. MNR et 
al., [1988] 1 C.T.C. 353 (FCA). (Factors in considering constitu- 
tional validity of seizure and enabling provision); Hellenic Import- 
Export Co. Ltd. et al. v. MNR et-al., [1987] 1 C.T.C. 281 (B.C. SC) 
(Warrants to search business premises and personal residence under 
provision quashed where. Minister. previously had documents in 
question with taxpayer’s consent). 


Information Circulars: 73-10R3: Tax evasion. 


(2) Evidence in support of application — An 
application under subsection (1) shall be supported 
by information on oath establishing the facts on 
which the application is based. 

Selected Cases [subsec. 231.3(2)]: Donovan v. Canada, 


[1994] 2 C.T.C. 426 (NBQB) (Misleading and incorrect statement 
in information led to quashing of search warrants). 


(3) Evidence — A judge may issue the: warrant re- 
ferred to'in subsection (1) where the judge is satis- 
fied that there are reasonable grounds to believe that 


(a) an offence under this Act was committed; 
(b) a document or thing that may afford evidence 
of the commission of the offence is likely to be 
found; and 
(c) the building, receptacle or place specified in 
the application is likely to contain such a docu- 
ment or thing. 

Related Provisions: See at end of 231.3. 


History: Subsec: 231:3(3) substituted by 1994, c. 21,s. 108, apphi- 
cable June 15, 1994. That subsec. formerly read: 


(3) Evidence — A judge shall issue the warrant referred to in 
subsection (1) where the judge is satisfied that there are rea- 
sonable grounds to believe that 


(a) an offence under this Act has been committed; 


(b) a document or thing that may afford evidence of the 
commission of the offence is likely to be found; and 
(c) the building, receptacle or place specified in the appli- 
cation is likely to contain such a document or thing. 


S. 231.3(7)(a) 


Selected Cases [subsec. 231.3(3)]: The Queen v. Precision 
Mechanics Ltd. et al., [1986] 2 C.T.C. 240 (Que. SC) (Evidence in 
support of application obtained in manner infringing upon tax- 
payer’s Charter rights inadmissible); Thyssen Canada Ltd. v. The 
Queen, {1984] C.T.C. 64 (FCTD) (Audit with taxpayer’s consent 
did not constitute formal search and seizure within scope of 
Charter), 


(4) Contents of warrant — A warrant issued 
under subsection (1) shall refer to the offence for 
which it is issued, identify the building, receptacle or 
place to be searched and the person alleged to have 
committed the offence and it shall be reasonably spe- 
cific as to any document or thing to be searched for 
and seized. 


(5) Seizure of document — Any person who exe- 
cutes a warrant under subsection (1) may. seize, in 
addition to the document or thing referred to in that 
subsection, any other document or thing that the per- 
son believes on reasonable grounds affords evidence 
of the commission of an offence under this Act and 
shall.as soon as practicable bring the document or 
thing before, or make a report in respect thereof to, 
the judge who issued the warrant or, where the judge 
is unable to act, another judge of the same court to 
be dealt with by the judge in accordance with this 
section. 

Related Provisions: 231.5(1) — Copy of document seized may 
be used in court proceedings, 231.5(2) — Compliance; 244(9) — 
Copy of document seized may be used in court proceedings. 


Information Circulars: 73-10R3: Tax evasion. 


(6) Retention of things seized — Subject to sub- 
section (7), where any document or thing seized 
under subsection (1) or (5) is brought before a judge 
or a report in respect thereof is made to a judge, the 
judge shall, unless the Minister waives retention, or- 
der that it be retained by the Minister, who shall take 
reasonable care to ensure that it is preserved until the 
conclusion of any investigation into. the. offence in 
relation to which the document or thing was seized 
or until it is required to be produced for the purposes 
of a criminal proceeding. 

Selected Cases [subsec. 231.3(6)]: Kohli v. Moase, [1989] 1 
C.T.C. 492 (N.B. CA) (Where documents seizedunder section 
231.3, taxpayer’s civil actions against individual tax officials and 


police dismissed; proper remedy was pursuant to subsections (6) 
and (7)). 


(7) Return of things seized — Where. any docu- 
ment or thing seized under subsection (1) or (5) is 
brought before a judge or a report in respect thereof 
is made to a judge, the judge may, of the judge’s 
own motion or on summary application by a person 
with an interest in the document or thing on three 
clear days notice of application to the Deputy Attor- 
ney General of Canada, order that the document or 
thing be returned to the person from whom it was 
seized or the person who is otherwise legally entitled 
thereto if the judge is satisfied that the document or 
thing 

(a) will not be required for an investigation or a 

criminal proceeding; or 
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(b) was not seized in accordance with the warrant 
or this section. 


Related Provisions: Interpretation Act 27(1) —~ Meaning of 
“clear days”. 

Selected Cases [subsec. 231:3(7)]: Kohli v. Moase, [1989] 1 
C.T.C. 492 (N.B. CA) (Where documents seized under section 
231.3, taxpayer’s civil actions against individual tax officials and 


police dismissed; proper remedy was pursuant to subsections (6) 
and (7)). 


(8) Access and copies — The person from whom 
any document or thing is seized pursuant to this sec- 
tion is entitled, at all reasonable times and subject to 
such reasonable conditions as may be imposed by 
the Minister, to inspect the document or thing and to 
obtain one copy of the document at the expense of 
the Minister. 


Information Circulars [subsec. 231.3(8)]: 73-10R3: Tax 
evasion. 


Related Provisions [s. 231.3]: 66(12.72) — Application of sec- 
tions 231 to 231.3; 168(1)(e)— Revocation of registration; 
232(3) — Seizure of certain documents ‘where privilege claimed: 
237.1(8) = Application to tax shelter disclosure rules; 238(1)— 
Punishment for failing to comply.. - Ane 


Pre-RSC History: See’ after 's.:231.5: 


Selected Cases [s. 231.3]: O’Neill Motors Lid. y.- Canada, 
[1996] 1 C.T.C. 2714 (TCC) (Assessment based on fundamental ba- 
sis.of evidence acquired by illegal search and seizure cannot stand); 
Canada (Attorney General) v. Sander, [1.996] 1. C.1.C. 74 (BCCA) 
(Taxpayer granted access to legal opinions of Department of Justice 
in criminal matter); Del Zotto v. Canada, (M9952 CalnG 298 
(FCTD) (Court must be satisfied as to real purpose of inquiry before 
lifting stay of proceedings); Kourtessis (C.). v. MNR, [1993]. 1 
C.T.C. 301 (SCC) (Provision contravened section 8 of the Charter); 
Baron (B.) v. Canada, [1993] 1 C.T.C. 111 (SCC) (Provision con- 
travened section 8 of the Charter: now reversed by amendment to 
legislation); Knox Contracting: v. Canada, [4990]; 2:CAEC. 262 
(SCC) (Without provision for an appeal in federal legislation, deci- 
sion to issue search warrant. is without recourse because provision is 
criminal in nature and provincial rules of civil. procedure 
inapplicable). aie 
Definitions [s. 231.3]: “clear days” — Interpretation. Act 27(1); 
“documents”, “judge” — 231; “Minister”, “person” — 248(1); 
“writing” — Interpretation Act 35(1). | 


231.4 (1) Inquiry — The Minister may, for any pur- 
pose related to the administration or enforcement of 
this Act, authorize any person, whether or not the 
person is an officer of the Department of National 
Revenue, to make such inquiry as the person may 
deem necessary with reference to anything relating 
to the administration or enforcement of this Act. 


Related Provisions: 231.:5(2) — Compliance, See’ also Related 
provisions and Definitions at end of 231.4. 


(2) Appointment of hearing officer — Where 
the Minister, pursuant to subsection (1), authorizes a 
person to make an inquiry, the Minister shall forth- 


Income Tax Act 


with apply to the Tax Court of Canada for an order 
appointing a hearing officer before whom thé inquiry 
will be held. oS Hac 


(3) Powers of hearing officer — For the pur- 
poses of an inquiry authorized under subsection (1), 
a hearing officer appointed under subsection (2) in 
relation thereto has all the powers conferred on a 
commissioner by sections 4 and 5 of the Inquiries 
Act and that maybe conferred on a commissioner 
under section 11 thereof. - 


Inquiries Act: Ss. 4;:5 of the Inquiries Act, R:S., c. I-13, provide: 


4. The commissioners have the power of summoning before 
them any witnesses, and of requiring them to. - 


(a) give evidence, orally or in writing, and on oath or, if. 
they are persons entitled to affirm in civil matters on sol- _ 
emn affirmation; and 


(b) produce such documents and things as the commis- 
sioners deem requisite to the full investigation of the mat: 
ters into which they are appointed to examine. 


5. The commissioners have the same power to enforce the. at- 
tendance of witnesses, and to compel; them to give evidence as 
is vested in any court of record-in civil cases. 


Selected Cases [subsec. 231.4(3)]: 462657 Ontario Ltd’ v. 
MNR, [1989] 2 C.T.C. 218 (FCTD); ‘appealed’ to FCA (Oct. 2: 
1989), File A-452-89 (Hearing officer’s subpoena did not constitute 
a search and seizure). 


(4) When powers to be exercised — A hearing 
officer appointed under subsection (2) in relation to 
an inquiry shall exercise the powers conferred on a 
commissioner by section 4 of the Inquiries.Act in re- 
lation to such persons as the person. authorized. to 
make the inquiry considers appropriate for the con- 
duct thereof but the hearing officer shall not eXercise 
the power to punish any person unless, on applica- 
tion by the hearing officer, a judge of a superior or 
county court certifies that the power may be exer- 
cised in the matter disclosed in the application and 
the applicant has given to the person: in respect of 
whom the applicant proposes to exercise the power 
24 hours notice of the hearing ‘of the application or 
such shorter notice. as the, judge: considers 
reasonable. 


(5) Rights of witness at inquiry — Any person 
who gives evidence in an inquiry authorized’ under 
subsection (1) is entitled to-be represented by coun- 
sel.and, on request made by the person to. the Minis- 
ter, to receive a transcript of the evidence. given by 
the person. : 


(6) Rights of person whose affairs are inves- 
tigated — Any person whose ‘affairs are investi- 
gated in the course of an-inquiry ‘authorized’ under 
subsection (1) is entitled to be present and to be rep- 
resented by counsel throughout the inquiry unless 
the hearing officer appointed under subsection (2) in 
relation to the inquiry, on application by the Minister 
or a person giving evidence, orders otherwise in rela- 
tion to the whole or any part of the inquiry,on the 
ground that the presence of the person and the per- 
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son’s counsel, or either of them, would be prejudicial 
to the effective conduct of the inquiry. 


Related Provisions [s. 231.4]: 168(1)(e) — Revocation of re- 
gistration; 238(1) — Punishment for failing to comply. 


Pre-RSC History: See after s. 231.5. 


Selected Cases [s. 231.4]: Del Zotto v. Canada, [1997] 3 C.T.C. 
199 (FCA) (Provision violates section 8 of Charter and was struck 
down); Del Zotto v. Canada, [1995] 2.C.T.C. 298 (FCTD) (Court 
must be satisfied as to real purpose of inquiry before lifting stay of 
proceedings). 


Definitions [s. 231.4]: “Canada Customs and Revenue 
Agency” — Canada Customs and Revenue Agency Act s. 4(1); 
“judge” — 231; “Minister”, “person” — 248(1). 


Information Circulars [s. 231.4]: 73-10R3: Tax evasion. 


231.5 (1) Copies — Where any document is seized, 
inspected, audited, examined or provided under any 
of sections 231.1 to 231.4, the person by whom it is 
seized, inspected, audited or examined or to whom it 
is provided or any officer of the Department of Na- 
tional Revenue may make, or cause to be made, one 
or more copies thereof and, in the case of an elec- 
tronic document, make or cause to be made a print- 
out of the electronic document, and any document 
purporting to be certified by the Minister or an au- 
thorized person to be a copy of the document, or to” 
be a print-out of an electronic document, made pur- 
suant to this section is evidence of the nature and 
content of the original document and has the same 
probative force as the original document would have 
if it were proven in the ordinary way. 


Related Provisions: 244(9) — Copy of taxpayer’s document 
may be used in court proceedings. 

History: Subsec. 231.5(1) amended by 1998, c. 19, s. 229, applica- 
ble to copies and print-outs made after June 18, 1998. Subsec. 
231.5(1) formerly read: 


(1) Where any document is seized, inspected, examined or 
provided under sections 231.1 to 231.4, the person by whom 
it is seized, inspected or examined or to whom it 1s provided 
or any officer of the Department of National Revenue may 
make, or cause to be made, one or more copies thereof and 
any document purporting 'to be certified by the Minister or an 
authorized person to be a copy made pursuant to this section 
is evidence of the nature and content of the original document 
and has the same probative force as the original document 
would have if it had been proven in the ordinary way. 


Selected Cases [Subsec. 231.5(1)]: Canada v. Betterest Vinyl 
Manufacturing Ltd., [1990] 2 C.T.C. 292 (B.C. CA) (Copies are ad- 
missible where there is evidence to support their accuracy; if so, 
Minister need not show that originals are unavailable). 


(2) Compliance — No person shall hinder, molest 
or interfere with any person doing anything that the 
person is authorized by or pursuant to subsection (1) 
or sections 231.1 to 231.4 to do or prevent or attempt 
to prevent any person doing any such thing and, not- 
withstanding any other Act or law, every person 


S. 231.5 


shall, unless the person is unable to do so, do every- 
thing the person is required to do by or pursuant to 
subsection (1) or sections 231.1 to 231.4. 


Related Provisions [subsec. 231.5(2)]: 168(1)(e) — Revoca- 
tion of registration; 238(1) — Punishment for failing to comply. 


Definitions [s. 231.5]: “authorized person”, “documents” — 231; 
“Canada Customs and Revenue Agency” — Canada Customs and 
Revenue Agency Act s. 4(1); “Minister”, “person” — 248(1). 


Information Circulars [s. 231.5]: 73-10R3: Tax evasion. 


Forms [s. 231.5]: T3024: Inspection, audit and examination 
provisions. é 

Pre-RSC History [ss. 231 to 231.5]: Ss. 231 to 231.5 substi- 
tuted for former s. 231 by 1986, -c. 6, s. 121, in force February 13, 
1986. S. 231. formerly read: 


231. (1) Investigations — Any person thereunto authorized 
by the Minister, for any purpose related to the administration 
or enforcement of this Act, may, at all reasonable times, enter 
into any premises or place where any business is carried on or 
any property is kept or anything is done in connection with 
any business or any books or records are or should be kept, 
and 


(a) audit or examine the books and records and any ac- 
count, voucher, letter, telegram or other document which 
relates or may relate to the information that is or should 
be in the books or records or the amount of tax payable 
under this Act, 


(b) examine property described by an inventory or any 
property, process or matter an examination of which 
may, in his opinion, assist him in determining the accu- 
racy of an inventory or in ascertaining the information 
that is or should be in the books or records or the amount 
of any tax payable under this Act, 


(c) require the owner or manager of the property or busi- 
ness and any other person on the premises or place to 
give him all reasonable assistance with his audit or exam- 
ination and to answer all proper questions relating to the 
audit or examination either orally or, if he so requires, in 
writing, on oath or by statutory declaration and, for that 
purpose, require the owner or manager to attend at the 
premises or place with him, and 


(d) if, during the course of an audit or examination, it ap- 
pears to him that there has been a violation of this Act or 
a regulation, seize and take away any of the documents, 
books, records, papers or things that may be required as 
evidence as to the violation of any provision of this Act 
ora regulation. 


(2) Return of documents, books, etc. — The Minister 
shall, . 


(a) within 120 days from the date of seizure of any docu- 
ments, books, records, papers or things pursuant to para- 
graph (1)(d), or 


(b) if within that time an application is made under this 
subsection that is, after the expiration of that time, re- 
jected, then forthwith upon the disposition of the 
application, 


return the documents, books, records, papers or things to the 
person from whom they were seized unless a judge of a supe- 
rior court or county court, on application made by or on be- 
half of the Minister, supported by evidence on oath establish- 
ing that the Minister has reasonable and probable grounds to 
believe that there has been a violation of this Act or a regula- 
tion and that the seized documents, books, records, papers or 
things are or may be required as evidence in relation thereto, 
orders that they be retained by the Minister until they are pro- 
duced in any court proceedings, which order the judge is 
hereby empowered to give on ex parte application. 
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(3) Idem — The Minister may, for any purposes related .to 
the administration or enforcement of this Act, by registered 
letter or by a demand served personally, require from any 
person 


(a) any information or additional information, including a 
return of income or a supplementary return, or 


(b) production, or production on oath, of any books, let- 
ters, accounts, invoices, statements (financial or other- 
wise) or other documents, 


within such reasonable time as may be stipulated therein. 


(4) Search — Where the Minister has reasonable and proba- 
ble grounds to believe that a violation of this Act or a regula- 
tion has been committed or is likely to be committed, he ‘may, 
with the approval of a judge of a superior or county court, 
which approval the judge is hereby empowered to give on ex 
parte application, authorize in writing any officer of the De- 
partment of National Revenue, together with such members 
of the Royal Canadian Mounted Police or other peace officers 
as he calls on to assist him and such other persons as may be 
named therein, to enter and search, if necessary by force, any 
building, receptacle or place for documents, books, records, 
papers or things that may afford evidence as to the violation 
of any provision of this Act or a regulation and to seize and 
take away any such documents, books, records, papers or 
things and retain them until they are produced in any court 
proceedings. 


(5) Evidence in support of application — An application to 
a judge under subsection (4) shall be supported by evidence 
on oath establishing the facts upon which the application is 
based. 


(6) Access and copies — The person from whom any docu- 
ments, books, records, papers or things are seized pursuant to 
paragraph (1)(d) or subsection (4) is, at all reasonable times 
and subject to such reasonable conditions as may be deter- 
mined by the Minister, entitled to inspect the seized docu- 
ments, books, records, papers or things and to obtain copies 
thereof at his own expense. 


(7) Inquiry — The Minister may, for any purpose related to 
the administration or enforcement of this Act, authorize any 
person, whether or not he is an officer of the Department of 
National Revenue, to make such inquiry as he may deem nec- 
essary with reference to anything relating to the administra- 
tion or enforcement of this Act. 


(8) Appointment of hearing officer — Where the Minister, 
pursuant to subsection (7), authorizes a person to make an in- 
quiry, the Minister shall forthwith apply to the Tax Court of 
Canada for an order appointing a hearing officer before 
whom the inquiry will be held. 


(9) Copies — Where any book, record or other document has 
been seized, examined or produced under this section, the 
person by whom it is seized or examined or to whom it is 
produced or any officer of the Department of National Reve- 
nue may make, or cause to be made, one or more copies 
thereof and a document purporting to be certified by the Min- 
ister or a person thereunto authorized by the Minister to be a 
copy made pursuant to this section is admissible in evidence 
and has the same probative force as the original document 
would have if it had been proven in the ordinary way. 


(10) Compliance — No person shall hinder or molest or in- 
terfere with any person doing anything that he is authorized 
by or pursuant to this section to do or prevent or attempt to 
prevent any person doing any such thing and, notwithstanding 
any other law to the contrary, every pérson shall, unless he is 
unable to do so, do everything he is required by or pursuant to 
this section to do. 


(11) Administration of oaths — Every person thereunto au- 
thorized by the Minister may administer or receive an oath, 
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affirmation or statutory declaration required to.be given by or 
pursuant to this section. 


(12) Powers of hearing officer — For the purposes of an in-. 
quiry authorized under subsection (7), a hearing officer ap- 
pointed under subsection (8) in relation thereto has all the 
powers conferred on a commissioner by sections 4 and 5 of 
the Inquiries Act.and that may be conferred on a commis- 
sioner under section 11 thereof. a) iA 


(13) When powers to be exercised — A hearing officer 
appointed under subsection (8) in relation to an inquiry shall 
exercise the powers conferred on a commissioner by section 4 
of the Inquiries Act in relation to such persons as the person 
authorized to make the inquiry considers appropriate for the 
conduct thereof; but the hearing officer shall not exercise the 
power to punish any person unless, on application by the 
hearing officer, a judge of a superior or county court certifies 
that such power may be exercised in the matter disclosed in 
the application and the applicant has given to the person in 
respect of whom he. proposes to exercise such power 24 
hours’ notice of the hearing of the application or such shorter 
notice as the judge deems reasonable. 


(14) Rights. of witness at inquiry — Any person who gives 
evidence in an inquiry authorized under subsection (7) is enti- 
tled to be represented by counsel and, upon request made by 
him to the Minister, to receive a transcript of the evidence 
given by him. 


(15) Rights of person whose affairs are investigated — 
Any person whose affairs are investigated in the course of an 
inquiry authorized under subsection (7) is ‘entitled to be pre- 
sent and to be represented by counsel throughout the inquiry 
unless. the hearing officer. appointed. under subsection (8) in 
relation to. the inquiry, on application by the Minister or a 
person giving evidence, orders otherwise in relation to the 
whole or any part of the inquiry on the ground that the pres- 
ence of the person and his counsel, or either of them, would 
be prejudicial to the effective conduct of the inquiry. 
“Tax Court of Canada” substituted for “Tax Review Board” in sub- 


sec. 231(8) by 1980-81-82-83, c. 158, s. 58, applicable from July 
18, 1983. a 


231.6 (1) Definition of “foreign-based 
information or document” — For the purposes 
of this section, “foreign-based information or docu- 
ment” means any information or document that is 
available or located outside Canada and may be rele- 
vant to the administration or enforcement of this Act. 


(2) Requirement to provide foreign-based in- 
formation — Notwithstanding any other provision 
of this Act, the Minister may, by notice served per- 
sonally or by registered or certified mail, require that 
a person resident in Canada or a non-resident person 
carrying on business in Canada provide any foreign- 
based information or document. © 

Related Provisions: 233.!-233.7 — Requirement to file annual 
information returns with respect to non-resident dealings; 244(5) — 


Proof of service by mail; 248(7)(a) — Mail deemed received on day 
mailed. ; 


Information Circulars: 77-9R: Books, records and other require- 
ments for taxpayers having foreign affiliates. 


(3) Notice — The notice referred to in subsection 
(2) shall set out eae 


(a) a reasonable period of time-of not less:than 90 
days for the production of the information or 
document; 
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(b) a description of the information or document 
being sought; and 


(c) the consequences under subsection (8) to the 

person of the failure to provide the information or 
documents being sought within the period of time 
set out in the notice. 


(4) Review of foreign information require- 
ment — The person on whom a notice of a require- 
ment is served under subsection (2) may, within 90 
days after the service of the notice, apply to a judge 
for a review of the requirement. 


(5) Powers on review — On hearing an applica- 
tion under subsection (4) in respect of a requirement, 
a judge may 

(a) confirm the requirement; 


_(b) vary the. requirement as the judge considers 
appropriate in, the circumstances; or 


(c) set aside:the requirement if the judge is satis- 
fied that the requirement is unreasonable. 


(6) ldem — For the purposes of paragraph (5)(c), 
the requirement to provide the information or docu- 
ment shall not be considered to be unreasonable be- 
cause the information or document is under the con- 
trol of or available to .a non-resident person that is 
not controlled by the person served with the notice 
of the requirement under subsection (2) if that porn 
is related to the non-resident person. 

Selected Cases [subsec. 231.6(6)]: Re Hertel et al., [1987] | 
C.T.C. 15 (B.C. SC) (So as not to interfere with independence of 
judiciary, “shall” interpreted as permissive); Smith v. MNR, 82 DTC 
6198 (N.B. CA) (Once judge decides that requirements of provision 
are satisfied, only an indefinite order may be granted). : 


(7) Time during consideration not. to count — 
The period of time between the day on which an ap- 
plication for review of a requirement is made pursu- 
ant to subsection (4) and: the day on which the re- 
view is decided shall not be counted in the 
computation of : 


(a) the period of time set outin the notice of the 
‘requirement; and 

(b) the period of time within which an assessment 
may be made pursuant to subsection 152(4). 


(8) Consequence of failure — If a person fails to 
comply substantially with a notice served under sub- 
section (2) and if the notice is not set aside by a 
judge pursuant to subsection (5), any court having 
jurisdiction in a civil proceeding relating to the ad- 
ministration or enforcement of this Act shall, on mo- 
tion of the Minister, prohibit the introduction by that 
person of any foreign-based information or docu- 
ment’ covered by that notice. 

Related Provisions [subsec. 231.6(8)]: 143.2(13), (14) — Ef- 
fect of information outside Canada on tax shelter investments. 


Pre-RSC History [s. 231.6]: S. 231.6 enacted by 1988, ¢. 55, s. 


175. 
Definitions [s. 231.6]: “Canada” — 255; “carrying on busi- 
ness” — 253; “documents”, “judge” 231; “Minister”, *‘non-resi- 


- dent’, “person” — 248(1); 
| ada’ — 250: 


S. 232(1) sol 


“related” — 251(2); “resident in’ Can- 


232. (1) [Solicitor-client privilege] Defini- 
tions — In this section, 


“custodian” means a person in whose custody a 


package is placed pursuant to subsection (3); 
Related Provisions: 230(2.1) — Books and records. 


Pre-RSC. History:. The definition 
232(1)(b). 


“custodian” was para. 


| “judge” means a judge of a superior court having 


jurisdiction in the province where the matter arises 
or a judge of the Federal Court; 


Pre-RSC History: The definition “judge” was para. 232(1)(a). 


Selected. Cases [subsec. 232(1)“judge’]: Stasiv Mitton & 
Smith vy. Canada, [1989] 1 C.T.C. 171 (Ont. SC) (“Tudge” does not 
include a judge of the Ontario Supreme Court appointed pursuant to 
the Courts of Justice Act); Herman et al. v. Dep. A.G. Can., [1978] 
C.T.C. 728 (SCC) (Judge’s order under provision made in capacity 
of judge, and not subject to review under section 28 of Federal 
Court Act). Ee 


“lawyer”? means, in the province of Quebec, an ad- 
vocate or notary and, in any other province, a barris- 
ter or solicitor; 

Related Provisions: 248(1)‘lawyer” — Definition applies to en- 
tire Act. 


Pre-RSC History: The definition “lawyer” was para. 232(1)(c). 


“officer” means a person acting under the authority 
conferred by or under sections 231.1 to 231.5; 


Pre-RSC History: The definition “officer” was para. 232(1)(d). 


Para. 232(1)(d) amended by 1986, c. 6, subsec. 122(1), to substitute 
“under the authority” for “under authority” and “sections 231.1 to 
23.1%57: for “section 2312: 


“solicitor-client privilege’’ means the right, if any, 
that a person has in a superior court in the province 
where the matter arises to refuse to disclose. an oral 
or documentary communication on the ground that 
the communication is one passing between the per- 
son and the person’s lawyer in professional confi- 
dence, except that for the purposes of this section an 
accounting record of a lawyer, including any sup- 
porting voucher or cheque, shall be deemed not to be 
such a communication. 
Pre-RSC History: The definition 
para. 232(1)(e). 

Selected Cases ~ [subsec. — 232(1)“solicitor-client 
privilege”]: Heath v. Canada, [1990] 2 C.T.C. 28 (B.C. SC) (So- 
licitor’s trust account ledger was “accounting record of a lawyer” 
and excluded ‘from. solicitor-client privilege); MNR v. Lawrence, 
[1989] 1 C.T.C. 289 (FCTD) (Solicitor-client privilege is lost where 
prima facie case of fraud established); Visser and MNR, [1989] | 
C.T.C. 192 (P.E.1. SC) (Voluntary disclosure by taxpayer of mate- 
rial part of communication implicitly waives privilege); Playfair 
Developments Ltd. v. Dep. MNR, [1985] 1 C.T.C. 302 (Ont. SC) 
(Provision does not give judge jurisdiction to determine whether or 
not communications sought are relevant to Minister’s inquiry; “‘ac- 
counting record” interpreted); Brunner and Lay ( Canada) Ltd. yv. 
Dep. A.G. Can., [1984] C.T.C. 534 (FCTD) (Interoffice memoranda 
between solicitors. privileged); Kent Steel Products Ltd. v. The 
Queen, 76 DTC 6253 (Ont. SC) (Documents related to tax minimi- 
zation, but not tax fraud, are privileged); Re Goodman & Carr et 


“solicitor-client privilege” was 
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al., [1968] C:T.C. 484 (Ont. SC) (Documents privileged unless defi- 
nite charge of fraud made; communications between solicitor and 
accountant of taxpayer not privileged); Re Missiaen, [1967] C.T.C. 
579 (Alta: SC) (Communications. between solicitor-and accountant 
not privileged). 


(2) Solicitor-client privilege defence — Where 
a lawyer is prosecuted for failure to comply with a 
requirement under section 231.2 with respect to in- 
formation or a document, the lawyer shall be acquit- 
ted if the lawyer establishes to the satisfaction of the 
court 


(a) that the lawyer, on reasonable grounds, be- 
lieved that a client of the lawyer had a solicitor- 
client privilege in respect of the information or 
document; and 


(b) that the lawyer communicated to the Minister, 
Or some person duly authorized to act for the 
Minister, the lawyer’s refusal to comply with the 
requirement together with a claim that a named 
client of the lawyer had a solicitor-client privi- 
lege in respect of the information or document. 
Pre-RSC History: Subsec. 232(2) amended by 1986, c. 6, subsec. 
122(2), to substitute, in that portion preceding para. (a), “under sec- 
tion 231.2 with respect to information or a document” for “under 
section 231 to give information or to produce a document”, and 
“had a solicitor-client privilege” for “has a solicitor-client privilege” 
in paras. (a) and (b). 
Selected Cases [subsec. 232(2)]: Cineplex Odeon Corp. v: 
Canada, [1994] 2.C.T.C. 293 (Ont. Ct. (Gen. Div.)) (Inadvertent 
disclosure without consent of client does not: operate’ to waive 
privilege); Crown Zellerbach Canada Ltd..v. Dep: A-G. Can.., 
[1982] C.T.C. 121 (B.C. SC) (Communications between taxpayer 
and its president/counsel were privileged to extent made in latter’s 
capacity as counsel). 


(3) Seizure of certain documents where 
privilege claimed — Where, pursuant to section 
231.3, an officer is about to seize a document in the 
possession of a lawyer and the lawyer claims that a 
named client of the lawyer has a solicitor-client priv- 
ilege in respect of that document, the officer shall, 
without inspecting, examining or making copies of 
the document, 


(a) seize the document and place it, together with 
any other document in respect of which the law- 
yer at the same time makes the same claim on be- 
half of the same client, in a package and suitably 
seal and identify the package; and 


(b) place the package in the custody of the sheriff 
of the district or county in which the seizure was 
made or, if the officer and the lawyer agree in 
writing on a person to act as custodian, in. the 
custody of that person. 
Pre-RSC History: Subsec. 232(3) amended by 1986, c. 6, subsec. 
122(2), to substitute “seizure” for “examination or seizure” in the 
heading, “where, pursuant to section 231.3, an officer is about to 
seize” for “where an officer'is-about to examine or seize”, and 
“without inspecting, examining, or” for “without examining or” in 
that portion preceding para. (a), and “on” for “upon” and “that per- 
son” for “such person” in para. (b). 
Selected Cases [subsec. 232(3)]: 143471 Canada Inc., Quebec 
v., [1995] 1 C.T.C. 27 (SCC) (Impounded documents to be kept un- 
til constitutionality of impunged sections of legislation determined. 
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Protection of individuals preferred to convenience of Minister); Re 
Bowlen et al., [1971] C.T.C. 682 (B.C. SC) (No privilege where 
prima facie case of fraud established). 


(3.1) Examination of certain documents 
where privilege claimed — Where, pursuant to 
section 231.1, an officer is about to inspect or ex- 
amine a document in the possession of a lawyer or 
where, pursuant to section 231.2, the Minister has re- 
quired provision of a document by a lawyer, and the 
lawyer claims that a named client or former client of 
the lawyer has a solicitor-client privilege in respect 
of the document, no officer shall inspect or examine 
the document and the lawyer shall 


(a) place the document, together with any other 
document in respect of which the lawyer at the 
same time makes the same claim on behalf of the 
same client, in a package and suitably seal and 
identify the package or, if the officer and the law- 
yer agree, allow the pages of the document to be 
initialed and numbered or otherwise suitably 
identified; and 


(b) retain it and ensure that it is preserved until it 
is produced to a judge as required under this sec- 
tion and an order is issued under this section in 
respect of the document... 

History: The opening words of subsec. 232(3.1) amended by 1998, 


c. 19, s, 230, in force June 18, 1998. The opening words formerly 
read: 


(3.1) Where, pursuant to’ sections 231.1 and 231.2, an officer 
is about to inspect or examine a document in the possession 
of a lawyer and the lawyer claims that a named client of the 
lawyer has a solicitor-client privilege in respect of that docu- 
ment, the officer shall not inspect or examine the document 
and the lawyer shall 


Pre-RSC History: Subsec. 232(3.1) added by 1986, c. 6, subsec. 
122(2), in force February 13, 1986. ,’ 


(4) Application to judge — Where a document 
has been seized and placed in custody under subsec- 
tion (3) or is being retained under subsection (3.1), 
the client, or the lawyer on behalf of the client, may 


(a) within 14 days after the day the document was 
so placed in custody or commenced: to be so re- 
tained apply, on three clear days notice of motion 
to the Deputy Attorney General of Canada, to a 
judge for an order 


(i) fixing a day, not later than 21 days after the 
date of the order, and place for the determina- 
tion of the question whether the client has a 
solicitor-client privilege in respect of the doc- 
ument, and 


(ii) requiring the production of the document 
to the judge at that time. and place; 


(b) serve a copy of the order on the Deputy Attor- 
ney General of Canada and, where applicable, on 
the custodian within 6 days of the day on which it 
was made and, within the same. time, pay to the 
custodian the estimated expenses of transporting 
the document to and from the place of hearing 
and of safeguarding it; and 
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(c) if the client or lawyer has proceeded as ‘au- 
thorized by paragraph (b), apply at the appointed 
time and place for an order determining the 
question... 


Related Provisions: Interpretation Act 27(1), (2) — Calculation | 


of days and clear days. 


Pre-RSC History: Subsec, 232(4) substituted by 1986, c. 6, sub- 
sec. 122(2). Subsec. 232(4) formerly read: 


(4) Application to judge — Where a document. has* been 
seized and placed in custody under subsection (3), the client, 
or the lawyer on behalf of the client, may 


(a) within 14 days from the day the document was so 
placed in custody, apply, upon 3 days’ notice of motion 
to the Deputy Attorney General of Canada, to a judge for 
an order 


(i) fixing a day (not later than 21 days after the date 
of the-order) and place for the determination of the 
question whether the client has a solicitor-client priv- 
ilege in respect of the document, and 


(ii) requiring the custodian to produce the document. 
to the judge at that time and place; 


(b) serve ‘a copy of the order on the Deputy Attorney 
General of Canada and the custodian.within 6 days of the. 
day on which it was made, and, within the same time, 
pay to the custodian the estimated expenses of transport- 
ing the document to and from the place of hearing and of 
safeguarding it; and Pet" 


(c) if he has mean as authorized by paragraph: (b), 
apply, at the appointed time and place, for an order deter- 
mining the question. 


Selected Cases [subsec. 232(4)]: Archean Energy Ltd v. MNR, 
[1998] 1 C.T.C. 398 (Alta. Ct. Q.B.) (Claim for solicitor-client priv- 
ilege: by one taxpayer may preserve claim for others in same busi- 
ness transaction); Radke v. MNR;, [1996] 3 C.T.C. 86 (BCSC) (Doc- 
uments not privileged where prima facie case of fraud established); 
Leo Gray v. Canada, {1994] 2 C.T.C. 409 (Ont. Ct. (Gen. Div.)) 
(Course of conduct by Department of Justice counsel operated as 
functional waiver of 14 day period); Solvent Petroleum Extraction 
Inc. v. MNR, [1990] 2 C.T.C. 291 (FCTD) (Order to deliver docu- 
ments under subsection 232(6) denied where provisions of subsec- 
tion 232(4) not observed; judge has no jurisdiction to extend 14 day 
period in paragraph 232(4)(a)); Vespoli et al..v. The Queen, [1982] 
C.T.C. 418 (FCTD); rev'd in part [1984] C.T.C..519 (FCA) (Judge 
has no jurisdiction under provision to determine relevance of docu- 
ments or reasonableness of seizure); Vespoli et al. v. The Queen, 
[1982] C.T.C: 365 (FCTD); rev’d on other grounds [1984] C.T.C. 
519 (FCA) (Application made within delay where notice of motion 
filed within 14 days and returnable over one month after date of 
seizure, the earliest possible date after vacation); Cotroneo v. Dep. 
A.G. Can., [1982] C.T.C. 131 (FCTD) (No privilege where prima 
facie case of fraud established); Cotroneo v. Dep. A.G. Can., [1982] 
C.T.C. 67 (FCTD); aff'd on reconsideration [1982] C.T.C. 131 
(FCTD) (Prima facie case of fraud requires. affidavit evidence on 
knowledge, not information and belief); Re Romeo’s Place Victoria 


Ltd. et al., [1981] C.T.C. 380 (FCTD) (Crown not permitted to ex- . 


amine documents held to be irrelevant);. Edmonds v. Dep. A.G. 
Can., [1980] C.T.C. 192 (Que. SC) (Crown’s allegation of possible 
fraud was insufficient to dislodge privilege); Herman et al. v. Dep. 
A.G. Can., [1978] C.T.C. 728 (SCC) (Federal Court of Appeal de- 
nied jurisdiction to hear an appeal from lower court determination 
of privilege); Easton v. A.G. Can., [1976] C.T.C. 290 (FCA) (Appli- 
cation to set aside order for delivery of seized documents to’officials 
of Revenue Canada dismissed where neither client nor solicitor ap- 
plied, under provision, for order determining privilege). 


S. 232(6) 


(5) Disposition of application — An application 
under paragraph (4)(c) shall be heute a in camera, and 
on the application i 


(a) the judge may, if the ites considers it neces- 
sary to determine the question, inspect the docu- 
ment and, if the judge does so, the judge shall en- 
sure that it is repackaged and resealed; and 


(b) the judge shall decide the matter summarily 
and, 


(i) if the judge is of the opinion that the client 
has a solicitor-client privilege in respect of the 
document, shall order the release of the docu- 
ment to the lawyer, and . 


. (ii) if the judge is of the opinion that the client 
does not have a solicitor-client privilege in re- 
spect of the document, shall order — 


(A) that the custodian deliver the docu- 
ment to the officer or some other person 
designated by the Deputy Minister of Na- 
tional Revenue, in the case of a document 
that was seized and placed in custody 
under subsection (3), or 


(B) that the lawyer make the document 
available for inspection or examination by 
the officer or other person designated by 
the Deputy Minister of National Revenue, 
in the case of a document that was retained 
under subsection (3.1), 


and the judge shall; at the same time, deliver 
concise reasons in which the judge shall iden- 
tify the document without divulging the de- 
tails thereof. ° 


History: “Deputy Minister of National Revenue” substituted for 
“Deputy Minister of National Revenue: for Taxation” in subsec. 
232(5), by 1994, c. 13, subsec. 7(1), applicable May 12, 1994. 


Pre-RSC History: Subsec. 232(5) substituted by 1986, c. 6, sub- 


sec, 122(2), to amend all that portion from subpara. (b)(i). to the end, 
which portion formerly read: 


(1) if he is of opinion that the client has a solicitor-client 
privilege in respect of the document, shall order the cus- 
todian to deliver the document to the lawyer, and 


(11) if he is of opinion that the client does not have a so- 
licitor-client privilege in respect of the document, shall 
order the custodian to deliver the document to the officer 
or some other person designated by the Deputy Minister 
of National Revenue for Taxation, 
and he shall, at the same time, deliver concise reasons in 
which he shall describe the nature of the document without 
divulging the details thereof. 


(6) Order to deliver or make available — 
Where a document has been seized and placed in 
custody under subsection (3) or where a document is 
being retained under subsection (3.1) and a judge, on 
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the application of the Attorney General of Canada, is 
satisfied that neither the client nor the lawyer: has 
made an application under paragraph (4)(a) or, hav- 
ing made that application, neither the client nor the 
lawyer has made an application under. paragraph 
(4)(c), the judge shall order 


(a) that the custodian deliver the document to the — 
officer or some other person designated by the 
Deputy Minister of National Revenue, in the case 
of a document that was seized and placed in cus- 
tody under subsection (3); or 


(b) that the lawyer make the document.available 
for inspection or examination by the officer or 
other person designated by the Deputy Minister 
of National Revenue, in the case of a document 
that was retained under subsection (3.1). 


History: “Deputy Minister of National Revenue” substituted for 
“Deputy Minister of National Revenue for Taxation” in subsec. — 
232(6), by 1994, c. 13, subsec. 7(1), applicable May 12, 1994. 


Pre-RSC History: Subsec. 232(6) substituted by 1986, c. 6, sub- 
sec. 122(2). Subsec. 232(6) formerly read: 


(6) Order to custodian to deliver — Where a document has 
been seized and placed in custody under subsection (3) and a 
judge, on the application of the Attorney’ General of Canada, 
is satisfied that neither the client nor the lawyer has made an 
application under paragraph (4)(a), or, having made that ap- 
plication, neither the client nor the lawyer has made an appli- 
cation under paragraph (c) thereof, he shall order the custo- 
dian to deliver the document to the officer.or some other 
person designated by the Deputy Minister of National Reve- 
nue for Taxation. 


(7) Delivery by custodian — The custodian shall 
(a) deliver the document to the lawyer 


(i) in accordance with a consent executed by | 
the officer or by or on behalf of the Deputy 
Attorney General of Canada or the Deputy 
Minister of National Revenue, or. 


(ii) in accordance with an order of a’ judge 
under this section; or 


(b) deliver the document to the officer or some 
other person designated by the Deputy Minister 
of National Revenue 


(i) in accordance with a consent executed by 
the lawyer or the client, or 


(ii) in accordance with an order of a judge 
under this section. 


History: “Deputy Minister of National Revenue” substituted for 
“Deputy Minister of National Revenue. for Taxation’. in. subsec. 
232(7), by 1994, c. 13, subsec. 7(1), applicable. May.12, 1994. 


(8) Continuation by another judge — Where 
the judge to whom an application has been made 
under paragraph (4)(a) cannot for any reason act or 
continue to act in the application under paragraph 
(4)(c), the application under paragraph (4)(c) may be 
made to another judge. 
Pre-RSC History: Subsec. 232(8) substituted by 1985, c. 45, s. 
120. Subsec. 232(8) formerly read: 
(8) Applications to another judge — Where the judge to 
whom an application has been made under this. section for 
“any reason cannot act or continue. to. act under this section, 
subsequent applications. under: this section may be made to 
another judge. 


(9) Costs — No costs may. be awarded on the dis- 
position of any application under this section. 


(10) Directions — Where any question arises as to 
the course to be followed in connection with any- 
thing done or being done under this section, other 
than subsection (2), (3) or (3.1), and there is no di- 
rection in this section with respect thereto, a judge 
may give such direction with regard thereto ‘as, in the 
judge’s opinion, is most likely to carry out the object - 
of this section of allowing solicitor-client privilege 
for proper purposes. 
Pre-RSC History: Subsec. 232(10) amended by 1986, c. 6, sub- 
sec. 122(3), to add reference to subsection (3.1). 


(11) Prohibition — The custodian shall not deliver 
a document to any person except in accordance with 
an order of a judge ora consent under this section or 
except to any officer or servant of the custodian for 
the purposes of safeguarding the document: 


(12) Idem — No officer shall inspect, examine or 
seize a document in the possession of a lawyer with- 
out giving the lawyer a reasonable opportunity of 
making a claim under this section. peph'e 

Pre-RSC History: Subsec. 232(12) amended by 1986, c. 6, sub- 


sec. 122(4), to substitute “shall inspect, examine” for “shall ex- 
amine” and “under this section’ for “under subsection (3)”. 


(13) Authority to make copies — At any time 
while a document is in the custody of a custodian 
under this section, a judge may, on an ex parte appli 
cation of the lawyer, authorize the lawyer to examine 
or make a copy of the document in the presence of 
the custodian or the judge by an order that shall con- 
tain such provisions as may be necessary to ensure 
that the document is repackaged and that the package 
is resealed without alteration or damage. 


(14) Waiver of claim of privilege — Where a 
lawyer has, for the purpose of subsection (2), (3) or 
(3-1), made a claim that a named client of the lawyer 
has a solicitor-client privilege in respect of informa- 
tion.or a document, the lawyer shall at the same time 
communicate. to. the Minister or some person duly 
authorized to act for the Minister the address of the 
client last known to the lawyer so. that the Minister 
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may endeavour to advise the client of the claim of 
privilege that has been made on the client’s behalf 
and may thereby afford the client an opportunity, if it 
is practicable within the time limited by this section, 
of waiving the claim of privilege before the matter is 
to-be decided by a judge or other tribunal. 


Pre-RSC History: Subsec. 232(14) amended by 1986, c. 6, sub- 
sec. 122(5), to add reference to subsection (3.1) and to substitute 
“the matter is to be decided” for “the matter comes on to be 
decided”. 


(15) Compliance — No person shall hinder, molest 
or interfere with any person doing anything that that 
person is authorized to do by or pursuant to this sec- 
tion or prevent or attempt to prevent any person do- 
ing any such thing and, notwithstanding any other 
Act or law, every person shall, unless the person is 
unable to do so, do everything the person is requge 
to do by or pursuant to this section. 


Related Provisions: 238(1)— Punishment for failing to comply. 


Pre-RSC History: Subsec. 232(15) added by 1986, c. 6, subsec. 


122(5). 
Definitions [s. 232]: “ 
“Commissioner of Customs and Revenue” — Canada Customs and 


Revenue Agency Act s. 25; “county” — Interpretation Act, 35(1); 
“custodian”, “judge”, “lawyer” — 232(1);. “Minister” — 248(1); 

“officer” — 232(1); ,“person” — 248(1); “province” — Interpreta- 
tion Act 35(1); “servant” — 248(1) (under “employment”); “solici- 
tor-client privilege” — 232(1); “superior court”, “writing” — Inter- 
pretation Act 35(1). 


Information Circulars [s. 232]: 73-10R3: Tax evasion. 


233. (1) Information return — Every person shall, 
on written demand from the Minister served person- 
ally or otherwise, whether or not the person has filed 
an information return.as required by this Act or the 
regulations, file with the Minister, within such rea- 
sonable time as is stipulated in the demand, the in- 
formation return if it has not been filed or such infor- 
mation as is designated in the demand. 


Related Provisions: 150(2) — Demands for returns; 162 — Pen- 
alties; 244(5) — Proof of service by mail; 244(6) — Proof of per- 
sonal service; 248(7)(a) — Mail deemed received on day mailed. 


(2) Partnerships — Every partnership shall, on 
written demand from the Minister served personally 
or otherwise on any member of the partnership, file 
with the Minister, within such reasonable time as is 
stipulated in the demand, ‘an information return re- 
quired under section 233.3, 233.4 or 233.6. 


Related Provisions: 150(2) — Demands for returns; 162 — Pen- 
alties; 233(3) — Tiers of partnerships; 244(5) — Proof of service by 


mail; 244(6) — Proof of personal service; 244(20)(b) — Service of : 


documents on partnerships; 248(7)(a) — Mail deemed received on 
day mailed. 


(3) Application to members of partner- 
ships — For the purposes of this subsection and 
subsection (2), a person who is a member of a part- 
nership that is a member of another partnership is 
deemed to be a member of the other partnership. 


S. 233.1(1) rep 


History: S. 233 amended by 1997, c.-25,.s. 68, applicable to returns 
required to be filed on or before a day that is after April 29,1998. S. 
233 formerly read: 


233. Information return — Every person shall, on written 
demand from the Minister served personally or otherwise, 
whether or not the person has filed an information return as 
required by this Act or a regulation, file with the Minister, 
within such reasonable time as is stipulated in the demand, 
such information as is designated therein. 


S. 233 amended by 1994, c. 7, Sch. VIII (1993, ec. 24), s. 134. S. 233 
formerly read: 


233. Every person shall, on demand: from the Minister, served 
personally or by registered mail, and whether or not the per- 
son has filed an information return as required by a regulation 
made under paragraph 221(1)(d), file with the Minister, 
within such reasonable time as may be stipulated in the de- 
mand, such information as is designated. therein. , 


Pre-RSC History: S. 233 amended to substitute “such informa- 
tion” for “such prescribed information return” by 1988, c. 55, s. 
176. 


S. 233 substituted by 1979, c. 5, s. 65. S. 233 formerly read: 


233. Whether or not he has filed an information return as re- 
quired by a regulation made under paragraph 221(1)(d), every 
person shall, on demand by registered letter from the Minis-’ 
ter, file within such reasonable time as may be stipulated in 
the registered letter, with the Minister such prescribed infor- 
mation return as is designated in the letter. 


Definitions [s. 233]: “Minister” — 248(1); 
tion” — 248(1). 


Regulations: 200-233 (information, returns). 


“person”, “regula- 


information Circulars: 77-9R: Books, records and other require- 
ments for taxpayers having foreign affiliates. 


233.1 (1) Definitions — The definitions in this 
subsection apply in this section. 


“eportable transaction’’ means 
(a) in the case of 


(i) a reporting person for a taxation year who 
is not resident in Canada at any time in the 
year, or 


(ii) a reporting partnership for a fiscal period 
no member of which is resident in Canada in 
the period, 


a transaction or series of transactions that relate 
in any manner whatever to a business carried on 
in Canada by the reporting person or partnership 
in the year or period or a preceding taxation year 
or period, and 


(b) in any other case, a transaction or series of 
transactions that relate in any manner whatever to 
a business carried on by a reporting person (other 
than a business carried on by a reporting person 
as a member of a partnership) or partnership in a 
taxation year or fiscal period. 


“reporting partnership” for a fiscal period means a 
partnership 
(a) a member of which is resident in Canada in 
the period; or 
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(b) that carries on a business in Canada in the 
period. ; 


“reporting person” for a taxation year means a per- 
son who, at any time in the year, 


(a) is resident in Canada; or 


(b).is non-resident and carries on a business 
(other than a business carried on as a member of 
a partnership) in Canada. 


“transaction” includes an arrangement or event. 


Related Provisions [233.1(1)“transaction”]: 245(1)transac- 
tion” — Parallel definition under general anti-avoidance rule; 
247(1) — Parallel definition re transfer pricing. 


(2) Reporting person’s information return — 
Subject to subsection (4), a reporting person for a 
taxation year shall, on or before the reporting per- 
son’s filing-due date for the year, file with the Minis- 
ter, in respect of each non-resident person with 
whom the reporting person does not deal at arm’s 
length in the year and each partnership of which 
such a non-resident person is a member, an informa- 
tion return for the year in prescribed form containing 
prescribed information in respect of the reportable 
transactions in which the reporting person and the 
non-resident person or the partnership, as the case 
may be, participated in the year. ; 

Related Provisions: 152(4)(b)(iii) — Reassessment period ex- 
tended by 3 years re-non-arm’s length transactions with non-re- 
sidents;..162(7), (10), (10.1).— Penalty. for. failure to file; 
163(2.4)(a) — Penalty of $24,000 for false statement or omission; 
233,.2-233.7 — Foreign reporting requirements; 247 — Transfer 
pricing rules; Canada-U.S. Tax Treaty, Art. IX — Adjustments on 
non-arm’s length transactions. 


(3) Reporting partnership’s information re- 
turn — Subject to subsection (4), a reporting part- 
nership for a fiscal period shall, on or before the day 
on or before which a return is required by section 
229 of the Income Tax Regulations to be filed in re- 
spect of the period or would be required to be so 
filed if that section applied to the reporting partner- 
ship, file with the Minister, in respect of each non- 
resident person with whom the reporting partnership, 
or a member of the reporting partnership, does not 
deal at arm’s length in the period and each partner- 
ship. of which such a non-resident person is a mem- 
ber, an information return for. the period in pre- 
scribed form containing prescribed information in 
respect of the reportable transactions in which the re- 
porting partnership and the non-resident person or 
the partnership, as the case may be, participated in 
the period. 

Related Provisions: 152(4)(b) (iii) — Reassessment period ex- 
tended by 3 years re non-arm’s length transactions with non-re- 
sidents; 162(7), (10), (10.1) — Penalty for failure to file; 
163(2.4)(a) — Penalty of $24,000 for false statement or omission; 
233.1(5) — Tiers of partnerships; 233.2—233.7 — Foreign reporting 


requirements; 247 — Transfer pricing rules; Canada-U.S. Tax 
Treaty, Art. IX — Adjustments on non-arm’s length transactions. 


(4) De minimis exception — A reporting person 
or partnership that, but for this subsection, would be 
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required under subsection (2) or (3) to file-an infor- 
mation return for a taxation year or fiscal period is 
not required to file the return unless the total of all 
amounts, each of which is the total fair market value 
of the property or services that relate to a reportable 
transaction in which the reporting person or partner- 
ship and any non-resident person with whom the re- 
porting person or partnership, or a member of the re- 
porting partnership, does not deal at arm’s length in 
the year or period, or a partnership of which such a 
non-resident person is a member, as the case may be, 
participated inthe year or period, éxceeds 
$1,000,000. : ; 


(5) Deemed member of partnership — For the 
purposes of this section, a person who is a member 
of a partnership that is a member of another partner- 
ship is deemed to be a member of the other 
partnership. 


History [s. 233.1]: S. 233.1 amended by 1998, \c. 19,98. 231; 
applicable to taxation years and fiscal periods that begin after 1997. 
S. 233.1 formerly read: 


233.1 Information return with respect to certain non- 
resident persons — Every corporation that, at any time in a 
taxation year, was resident in Canada or carried on business 
in Canada shall, in respect of each non-resident person with | 
whom it was not dealing at arm’s length at any time in the 
year, file with the Minister, within 6 months from the end of 
the year, an annual information return for the year in pre- 
scribed form and containing prescribed information in respect 
of transactions with that person. 
Pre-RSC History [s. 233.1]: S. 233.1 enacted by 1988, c. 55, 's. 
176, applicable to taxation years ending after September 13, 1988. 
Definitions [s. 233.1]: “amount” — 248(1); “arm’s length” — 
251(1); “business” — 248(1); “Canada” — 255: “carry on business 
in Canada” — 253; “filing-due date” — 248(1): “fiscal period” — 
249.1; “Minister”, “non-resident” — 248(1); “person”. “pre- 
scribed”, “property” —— 248(1): “reportable transaction”; “reporting 
partnership”, “reporting person” —233/1(1); “resident in Can- 
ada‘ — 250; “taxation year” — 249: “transaction” — 233.1(1), 
Information Circulars: 87-2R (draft): International transfer pric- 
ing and other international transactions; 77-9R: Books, records and 
other requirements for taxpayers having foreign affiliates. 


Forms: T106: Corporate information return of non-arm’s. length 
transactions with non-resident persons. 


233.2 (1) Definitions — The definitions. in: this 
subsection apply in this section. 


“exempt trust” means 


(a) a trust that is governed by a foreign retirement 
alrangement; 


(b) a trust that 


(i) is resident in a country under the laws of 
which an income tax is imposed, 


(ii) is exempt under the laws referred to in 
subparagraph (i) from the payment of income 
tax to the government of that country, © 

(iii) is established principally in connection 
with, or the principal purpose of which is to 
administer or provide benefits under, one or 
more superannuation, pension or retirement 
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funds or plans or any funds or plans estab- 
lished to provide employee benefits, and 


(iv) is either 


(A) maintained primarily for the benefit of 
non-resident individuals, or 


(B) governed by an employees profit shar- 
ing plan; or 


(c) a trust 


(i) where the interest oF each beneficiary 
under the trust is described by reference to 
units, and 


(ii) that complies with prescribed conditions. 


Related Provisions: 233.6(2)(a) — No reporting required on dis- 
tribution from certain exempt trusts. 


Regulations: None yet. The Department of Finance Technical 
Notes indicate that the following conditions will be prescribed in 
Part XLVIII (i.e., new Reg. 4804): (a) there are at least 150 benefi- 
ciaries who are beneficiaries in respect of the same class of units of 
the trusts, and (b) 150 or more of those beneficiaries each hold at 
least (i) one “block of units” of that class (as defined in Reg. 
4803(1)), and (ii) units of that class having a total fair market value 
of at least $500. 


“specified beneficiary” at any time under a trust 
means 


(a) any person beneficially interested in ine trust 
who is not at that time 


(i) a mutual fund corporation, 


(ii) a non-resident-owned 
corporation, 


investment 


(iii) a person (other than a trust) all of whose 

- taxable income for the person’s taxation year 
that includes that time is exempt from tax 
under Part [, 


(iv) a trust all of the taxable income of which 
for its taxation year that includes that time is 
exempt from tax under Part I, 


(v) a mutual fund trust, 


(vi) a trust described in any of paragraphs (a) 
to (e.1) of the definition “trust” in subsection 
108(1), 


(vii) a registered investment, 


(viii) a trust in which all persons beneficially 
interested are persons described in subpara- 
graphs (i) to (vii), 


(ix) a particular person who is beneficially in- 
terested in the trust solely because the particu- 
lar person is beneficially interested in an ex- 
empt trust or a trust described in_ this 
subparagraph or any of subparagraphs (iv) to 
(vi), nor 


(x) a particular person who is beneficially in- 
terested in the trust only because of a right 
that is subject to a contingency, where at that 
time the identity of the particular person as a 
person beneficially interested in the trust is 
impossible to determine; or 
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(b) any person described at that time in any of 
subparagraphs (a)(i) to (x) who is beneficially in- 
terested in the trust, where it is reasonable to con- 
sider that the person became beneficially inter- 
ested in the trust as part of a transaction or event 
or series of transactions or events one of the pur- 
poses of which is to limit the reporting in respect 
of the trust that would, but for this paragraph, be 
required under subsection (4). 


Related Provisions: si see Eig Pte meaning of “benefi- 
cially interested”. 


“specified foreign trust” at any time means a trust 
(other than an exempt trust) that is non-resident at 
that time where either 


(a) there is a specified beneficiary under the trust 
who at that time 


(i) is resident in Canada, 


(ii) is a corporation or trust with which a per- 
son resident in Canada does not deal at arm’s 
length, or 


(iii) is a controlled foreign affiliate of a person 
resident in Canada; or 


(b) at that time the terms or conditions of the trust 
or any arrangement in respect of the trust 


(i) permit persons (other than persons de- 
scribed in any of subparagraphs (a)(i) to (viii) 
of the definition “specified beneficiary”) who 
are not beneficially interested in the trust at 
that time to become, because of the exercise 
of any discretion by any person or partnership, 
beneficially interested in the trust after that 
time, or 


(ii) allow property to be distributed, directly 
or indirectly, to another trust that immediately 
after the receipt of the distribution can reason- 
ably be expected to be a SRE uIES foreign 
trust. 


Related Provisions: 248(25) — Extended meaning of ‘ 
cially interested”. 


‘benefi- 


(2) Non-arm’s length indicators — For the pur- 
pose of this section, 


(a) a non-arm’s length indicator applies to a trust 
at a particular time with respect to a transfer of 
property made at an earlier time to the trust or a 
corporation where 


(i) immediately after the earlier time the trans- 
feror was 


(A) a specified beneficiary under. the trust, 


(B) a person related to a specified benefici- 
ary under the trust, 


(C) an uncle, aunt, nephew or niece of a 
specified beneficiary under the trust, or 


(D) a trust or corporation that had, directly 
or indirectly in any manner whatever, pre- 
viously acquired the transferred property 
from a person described in clause (A), (B) 
or (C), 
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(ii) the fair market value at the earlier time of 
the transferred property was. greater than the 
amount, if any, by which 


(A) the total fair market value at.the earlier 
time of the consideration, if any, given to 
the transferor for the transfer of property at 
the earlier time 


exceeds 


(B) the portion of the total described in 
Clause (A) that is attributable. to the fair 
market value of an interest as a beneficiary 
in the trust or a share or debt issued by the 
corporation, : ; 


(iii) the consideration received by the trans- 
feror in respect of the transfer included in- 
debtedness on which 


(A) interest was not charged in respect of a 
period that began before the particular 
time, 


(B) interest was charged in respect of a pe- 
riod that began before the particular time 
at a rate that: was less than the lesser of 


(I) the prescribed rate that was in effect 
at the earlier time, and 


(II) the rate that would, having regard 
to all the circumstances, have been 
_ agreed_on at the earlier time between 
parties dealing with each other at arm’s 
length, 


(C) any interest that was payable at the end 
of any calendar year that ended at or 
before the particular time was unpaid on 
the day that is 180 days after the end of 
that calendar year, or 


(D) the amount of interest that was payable 
at the end of any calendar year that ended 
at or before the particular time was paid on 
or before the day that is 180 days after the 
end of that calendar year and it is estab- 
lished, by subsequent events or otherwise, 
that the payment was made as part of a se- 
ries of loans or other transactions and 
repayments, 


(iv) the property transferred was a share of the 
capital stock of a corporation or an interest in 
another trust and a specified beneficiary under 
the trust is related to the corporation or the 
other trust or would be so related if paragraph 
80(2)(j) applied for the purposes of this sub- 
paragraph, or 


(v) the transfer was made as part of a series of 
transactions or events one of the purposes of 
which was to avoid the application of this par- 
agraph; and 
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~(b) a non-arm’s length indicator applies to a trust 
at a particular time with respect to a loan made at 
an earlier time where t+ 


(i) interest was not charged.on the loan in re- 
spect of a period that began before the particu- 
lar time, 


(ii) interest was charged on the loan in respect 
of a period that began before the particular 
time at a rate that was less than the lesser of 


(A) the prescribed rate that was in effect at 


the earlier time, and 


(B) the rate that would, having regard to 
all the circumstances, have been agreed on 
at the earlier time between parties dealing 
with each other at arm’s length, 


(iil) any interest on the-Joan that was payable 

at the end'of any calendar year that ended at 

or before the particular time was unpaid on 

the day that is 180 days after the end of that 
_ calendar year, . 


(iv) the amount of interest on the loan that 
was payable at the end of any calendar year 
that ended at or before the particular time was. 
paid on or before the day that is 180 days after 
“the ‘end of that calendar year and it is estab- 
lished, by subsequent events or otherwise, that 
the payment was made as part:of a series of 
loans or other transactions and repayments, or 


(v) the loan was made. as part of aseries of 
transactions. or events one of the purposes of 
which. was to avoid the application of this 
paragraph. : eile 7 
Related Provisions: 233.2(3) — Property transferred:or lent by 


partnership; 248(10) — Series of transactions or events; 252(2) — 
Extended meaning of “uncle”, “aunt”, “nephew” and “niece”. 


Regulations: Reg. 4301(c) (prescribed rate. of interest for 
233.2(2)(a)(iii)(B)(1) and 233.2(2)(b)(ii)(A)). 


(3) Partnerships — For the purpose of this sec- 
tion, where property is transferred or lent at any time 
by a partnership, the property is deemed to have 
been transferred or lent at that time by each of the 
members of the partnership. 


(4) Filing information on specified foreign 
trusts — Where ‘ene | 


(a) at any time (in this subsection referred to as 
the “transfer time’’) before. the end of a trust’s 
taxation year (in this subsection referred to as the 
“trust’s year’’), property was transferred or lent, 
either directly or indirectly in any. manner 
whatever, by any person (in this subsection re- 
ferred to as the “transferor”) to 


(1) the trust, or 


- (ti) a corporation that, at the transfer time, 

' would: have been a controlled foreign affiliate 
of the trust if the trust: had been resident in 
Canada, 5 aLsidk 
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(b) the trust was a specified foreign trust at any 
time in the trust’s year, and 


(c) a non-arm’s length indicator applied to the 
trust at the end of the trust’s year in respect of the 
transfer or loan, i i 


the following rules apply: 


(d) where the transferor is resident in Canada at 
the end of the trust’s year, the transferor shall 
make an information return in respect of the 
trust’s year in prescribed form and file it with the 
Minister on or before the transferor’s filing-due 
date for the transferor’s taxation year that in- 
cludes the end of the trust’s year, and 


(e) where 


(i) the transferor was, at the transfer time, a 
‘corporation that would have been a controlled 
foreign affiliate of a particular person if the 
particular person had been resident in Canada, 
and 


(ii) the particular person is resident in Canada 
at the end of the trust’s year, 


the particular person shall make an information 
return in respect of the trust’s year in prescribed 
form and file it with the Minister on or before the 
filing-due date for the particular person’s taxation 
year that includes the end of the trust’s year. 
Related Provisions: 162(10), (10.1) — Penalty for failure to file; 
163(2.4)(b) — Minimum $24,000 penalty for false statement or 
omission; 220(2.1) — Waiver of filing requirement; 220(3) — Ex- 
tension of time to file return; 233.2(2) — Presence of non-arm’s 
length indicators; 233.2(5) — Election to use other person’s infor- 
mation return; 233.3(3) — Requirement to file return re ‘foreign 
property; 233.5 — Due diligence exception; 233.6(2)(b) — No re- 
turn required on distribution from trusts where return required under 
233.2; 233.7 — No requirement to file in first year of immigration. 


Forms: T1141: Information return re transfers or loans to a non- 
resident trust. arate 


(5) Joint filing — Where information returns in re- 
spect of a trust’s taxation year would, but for this 
subsection, be required to be filed under subsection 
(4) by a particular person and another person, and 
the particular person identifies the other person in an 
election filed in writing with the Minister, for the 
purposes of applying this Act to the particular person 


(a) the information return filed by the other per- 
son shall be treated as if it had been filed by the 
particular person; 


(b) the information required to be provided with 
the return by the particular person shall be 
deemed to be the information required to be pro- 
vided by the other person with the return; 


(c) the day on or before which the return is re- 
quired to be filed by the particular person 1s 
deemed to be the later of the day on or before 
which 
(i) the return would, but for this subsection, 
have been required to have been filed by the 
particular person, and | 
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(ii) the return is required to have been filed by 
the other person; and 


(d) each act and omission of the other person in 
respect of the return is deemed to be an act or 
omission of the particular person. 


History [s. 233.2]: Subpara. (b)(iv) of the definition “exempt 
trust” in subsec. 233.2(1) amended by. 1998, c. 19, subsec. 232(1), 
applicable to returns in respect of trusts’ taxation years that begin 
after 1995. Subpara. (b)(iv) of the definition formerly read: 


(iv) is maintained primarily for the benefit of non-resident in- 
dividuals; or 


The portion of para. (b) of the definition “specified foreign trust” in 
subsec. 233.2(1) before subpara. (ii) and para. 233.2(4)(c), amended 
by the said c. 19, subsecs. 232(2), (3), applicable after November 
1997. The portion of para. (b) of the definition “specified foreign 
trust” before subpara. (ii) and para. 233.2(4)(c) formerly read: 


(b) at that time the terms of the trust 


(i) permit persons (other than persons described in any of 
subparagraphs (a)(i) to (viii) of the definition “specified 
beneficiary”) to be added as beneficiaries under the trust 
after that time who are not beneficially interested in the 
trust at that time and who may be: resident in Canada at 
the time of being so added, or 


(c) unless paragraph (b) of the definition “specified foreign 
trust” in subsection (1) applies, a non-arm’s length indicator 
applied to the trust at the end of the trust’s year with respect 
to the transfer or loan, 


S: 233.2 added by 1997, c. 25, s. 69, applicable to returns in respect 
of trusts’ taxation years that begin after 1995, except that such a 
return in respect of a taxation year that ends in 1996, 1997 or 1998 
is required to be filed on or before the later of 


(a) April 30, 1998, and 


(b) the day on or before which the return is otherwise required 
to be filed. 


Definitions. [s. 233.2]: : “amount” — 248(1); “arm’s length” — 
251(1); “aunt” — 252(2)(e); “beneficially interested” — 248(25); 
“calendar year” — Interpretation Act .37(1)(a); “Canada” — 255; 
“controlled foreign affiliate’ — 95(1), 248(1); “corporation” — 
248(1), Interpretation Act 35(1); “exempt trust” — 233.2(1);, “em- 
ployee” — 248(1); “employees profit sharing plan” — 144(1), 
248(1); “filing-due date” — 248(1); “foreign retirement arrange- 
ment” — 248(1), Reg. 6803; “individual” — 248(1);.““mutual fund 
corporation” — 131(8), (8.1), 248(1); “Minister” — 248(1); “mu- 
tual fund- trust” — 132(6), (7), 248(1); “nephew”, “niece” — 
252(2)(g); “non-arm’s length indicator” — 233.2(2); “non-resi- 
dent” — 248(1); “non-resident-owned investment. corporation” — 
133(8), 248(1); “person”, “prescribed”, “property” — 248(1); “reg- 
istered investment” — 204.4(1), 248(1); “related” — 251(2); “resi- 
dent in Canada” — 250; “‘series of transactions” — 248(10); “‘speci- 
fied beneficiary”, “specified foreign trust” — 233.2(1); “taxation 
year” — 249; “transfer time”, “transferor” — 233.2(4)(a); “trust” — 
104(1), 248(1), (3); “trust’s year” — 233.2(4)(a); “uncle” — 
252(2)(f); “writing” — Interpretation Act 35(1). 


233.3 (1) Definitions — The definitions in this 
subsection apply in this section. 


“reporting entity” for a taxation year or fiscal pe- 
riod means a specified Canadian entity for the year 
or period where, at any time (other than a time when 
the entity is non-resident) in the year or period, the 
total of all amounts each of which is the cost amount 
to the entity of a specified foreign property of the 
entity exceeds $100,000. 
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Related Provisions: 233.6(2)(c) —.No return required on distri- 
bution from certain trusts to reporting entity. 


“specified Canadian entity” for a taxation year or 
fiscal period means ) 


(a) a taxpayer resident in Canada in the year that 
is not 


(i) a mutual fund corporation, 


(il) a non-resident-owned 
corporation, 


investment 


(ii1) a person (other than a trust) all of whose 
taxable income for the year is exempt from 
tax under Part I, 


(iv) a trust all of the taxable income of which 
for the year is exempt from tax under Part I, 


(v) a mutual fund trust, 


(vi) a trust described in any of paragraphs (a) 
to (e.1) of the definition “trust” in subsection 
108(1), 


(vii) a registered investment, nor 


(viii) a trust in which all persons beneficially 
interested are persons described in subpara- 
graphs (i) to (vii); and . 
(b) a partnership (other than a partnership all the 
members of which are taxpayers referred to in 
any of subparagraphs (a)(i) to (vili)) where the to- 
tal of all amounts, each of which is a share of the 
partnership’s income or loss for the period of a 
non-resident member, is less than 90% of the in- 
come or loss of the partnership for the period, 
and, where the income and loss of the partnership 
are nil for the period, the income of the partner- 
ship for the period is deemed to:be $1,000,000 
for the purpose of determining a member’s share 
of the partnership’s income for the purpose of 
this paragraph. 
Related Provisions: 94(1)(c)(i) — Certain trusts deemed resident 
in Canada. 


“specified foreign property” of a person or partner- 
ship means any property of the person or the partner- 
ship. that is 


(a) funds or intangible property which are situ- 
ated, deposited or held outside Canada, 


(b) tangible property situated outside Canada, 


(c) a share of the capital stock of a non-resident 
corporation, 


(d) an interest in a non-resident trust or a trust 
that, but for section 94, would be a non-resident 
trust for the purpose of this section, 


(e) an interest in a partnership that owns or holds 
specified foreign property, 


(f) an interest in, or right with respect to, an entity 
that is non-resident, 


(g) indebtedness owed by a non-resident person, 


(h) an interest in or right, under a contract, in eq- 
uity or otherwise, either immediately or in the fu- 
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ture and either absolutely or contingently, to any 
property (other than any property owned by a 
corporation or trust that is not the person) that is 
specified foreign property, and 


(1) property that, under the terms or. conditions 
thereof or any agreement relating thereto, is con- 
vertible into, is exchangeable for or confers a 
right to acquire, property that is specified foreign 
property, 

but does not include 


(j) property that is used or held exclusively in the 

course of carrying on an active business of the 
person or partnership (determined as if the person 
or partnership were a corporation resident in 
Canada), 


(k) a share of the capital stock or indebtedness of 
a non-resident corporation that is a foreign affili- 
ate of the person or partnership for the purpose of 
section 233.4, 


(1) an interest in, or indebtedness of, a non-resi- 
dent trust that is a foreign affiliate of the person 
or partnership for the purpose of section 233.4, 


(m) an interest in a non-resident trust that was not — 
acquired for consideration by either the person or 
partnership or a person related to the person. or 
partnership, 


(n) an interest in a trust described-in paragraph 
(a) or (b) of the definition “exempt trust” in sub- 
section 233.2(1), . 


(0) an interest in a partnership that is a specified 
Canadian entity, 


(p) personal-use property of the person or part- 
nership, and 


(q) an interest in or right to acquire a property 
that is described in any of paragraphs (j) to: (p). 


(2) Application to members of partner- 
ships — For the purpose of this section, a person 
who is a member of a partnership that is a‘ member 
of another partnership 


(a) is deemed to be a member of the other part- 
nership; and . 


(b) the person’s share of the income or loss of the 
other partnership is deemed to be equal to the 
amount of that income or loss to which the per- 
son is directly or indirectly entitled. 


(3) Returns respecting foreign property — A 
reporting entity for a taxation year or fiscal period 
shall file with the Minister for the year or period a 
return in prescribed form on or before the day that is 


(a) where the entity is a partnership, the day on or 
before which a return is required by section 229 
of the Income Tax Regulations to be filed in te- 
spect of the fiscal period of the partnership or 
would be required to be so filed if that section 
applied to the partnership; and 
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(b) where the-entity is not a partnership, the en- 
tity’s filing-due date for the year. 


Related Provisions: 94(1)(c)(i) — Application to trust deemed 
resident in Canada; 162(7), (10),(10.1) — ‘Penalty for failure to file; 
163(2.4)(c) — Minimum $24,000‘penalty for false statement or 
omission; 220(2.1) — Waiver. of filing requirement; 220(3) — Ex- 


— tension of time to file return; 233(2) — Demand for return by. part- 


nership; 233.2(4) — Requirement to file return re transfers to for- 
eign trusts;, 233.7 — No peta to file in first year of 


immigration. 


Forms: T1135: information return relating to foreign property. 


History [s. 233.3]: S. 233.3 added by 1997, c. 25, s. 69, applicable 
to.returns for taxation years and fiscal periods that begin after 1995, 
except that-such a return for a taxation year or fiscal period that 
ends in 1996, 1997 or 1998 is required to be filed on or before the 
later of 


(a) April 30, 1998, and 


(b) the day on or before which the return is otherwise required 
to be filed. | 


Definitions [S. 233.3]: “active business”, “amount” — 248(1); 
“Canada” — 255; “corporation”.— 248(1), Interpretation Act 
35(1); “filing-due date’, “Minister”, “non-resident” — 248(1); “per- 
sonal-use property” — 54, 248(1); “property” — 248(1); “registered 
invesUnent, — cinta 248(1); “reporti 
: “share”? — 248(1); “speci- 
fied Canadian entity”, “ specified foreign property” — 233,3(1); 
“trust” — 104(1), 248(1), (3); “writing” — Interpretation Act ao) 


233.4 (1) Reporting entity — For the purpose of 
this section, “reporting entity” for a taxation year or 
fiscal period means 


(a) a taxpayer resident in Canada (other than a 
taxpayer all of whose taxable income for the year 
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is exempt from tax under Part I) of which a non- 
resident corporation is a foreign affiliate at any 
time in the year; 


(b) a taxpayer resident in Canada (other than a 
taxpayer all of whose taxable income for the year 
is exempt from tax under Part I) of which a non- 
resident trust is a foreign affiliate at any time in 
the year; and 


(c) a partnership 


(i) where the total of all amounts, each of 
which is a share of the partnership’s income 
or loss for the period of a non-resident mem- 
ber, is less than 90% of the income or loss of 
the partnership for the period, and, where the 
income and loss of the partnership are nil for 
the period, the income of the partnership for 
the period is deemed to be $1,000,000 for the 
purpose of determining a member’s share of 
the partnership’s income for the purpose of 
this subparagraph, and 


(ii) of which a non-resident corporation or 
trust is a foreign affiliate of which?2 at any 
time in the fiscal period. 


Related Provisions: 94(1)(c)(i) — Certain trusts deemed resident 
in Canada. 


(2) Rules of application — For the purpose of 
this section, in determining whether a non-resident 
corporation or trust is a foreign affiliate or a con- 
trolled foreign affiliate of a taxpayer resident in Can- 
ada or of a partnership 


(a) paragraph (b) of the definition “equity per- 
centage” in subsection 95(4) shall be read as if 
the reference to “any corporation” were a refer- 
ence to “any corporation other than a corporation 
resident in Canada”; 


(b) the definitions “direct equity percentage” and 
“equity percentage” in subsection 95(4) shall be 
read as if a partnership were a person; and 


(c) the definitions “controlled foreign affiliate” 
and “foreign affiliate” in subsection 95(1) shall 
be read as if a partnership were a taxpayer resi- 
dent in Canada. 


Related Provisions: 94(1)(d) — Trust deemed to be controlled 
foreign affiliate. 


(3) Application to members. of: partner- 
ships — For the purpose of this section, a person 
who is a member of a partnership that is a member 
of another partnership 


(a) is deemed to be a member of the other part- 
nership; and 


(b) the person’s share of the income or loss of the 
other partnership is deemed to be equal to the 
amount of that income or loss to which the per- 
son is directly or indirectly entitled. 
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Related Provisions: 162(7), (10), (10.1) — Penalty for failure to 
file. 

(4) Returns respecting foreign affiliates — A 
reporting entity for a taxation year or fiscal period 
shall file with the Minister for the year or period a 
return in prescribed form in respect of each foreign 
affiliate of the entity in the year or period within 15 
months after the end of the year or period. 

Related Provisions: 162(10), (10.1) — Penalty for failure to file; 
163(2.4)(d) — Minimum $24,000 penalty for false statement or 
omission; 220(2.1) — Waiver of filing requirement; 220(3) — Ex- 
tension of time to file return; 233(2) — Demand for return by. part- 
nership; 233.6(2)(d) — No return required on distribution from trust 
where return required under 233.4; 233.7 -— No requirement to file 
in first year of immigration. 


Forms: T1134: Information return relating to foreign affiliates: 
T1134-A: Information return re foreign affiliates that are not con- 
trolled foreign affiliates; T1134-B: Information return re controlled 
foreign affiliates. 


History [s. 233.4]: S. 233.4 added by 1997, c. 25, s. 69, applicable 
to returns for taxation years and fiscal periods that begin after 1995, 
except that such a return for a taxation year or fiscal period that 
ends in 1996, 1997 or 1998 is required to be filed on or before the 
later of 


(a) June 30, 1998, and 
(b) the day on or before which the return is otherwise required 
to be filed. 


Definitions [s. 233.4]: “amount” — 248(1); “Canada” — 255; 
“controlled foreign affiliate” — 95(1), 233.4(2), 248(1); “‘corpora- 
tion” — 94(1)(d), 248(1), Interpretation Act 35(1); “filing-due 
date” — 248(1): “fiscal period” — 249.1; “foreign affiliate” — 
95(1), 233.4(2), 248(1); “non-resident” — 248(1); “person” — 
248(1); “reporting entity” — 233.4(1); “resident in Canada” — 
94(1)(c)G), 250; “taxation year” — 249: “trust” — 104(1), 248(1), 
(3). 


233.5 Due diligence exception — The informa- 
tion required in a return filed under section 233.2 or 
233.4 does not include information that is not availa- 
ble, on the day on which the return is filed, to the 
person or partnership required to file the return 
where 


(a) there is a reasonable disclosure in the return 
of the unavailability of the information; 


(b) before that day, the person or partnership ex- 
ercised due diligence in attempting to obtain the 
information; 


(c) if 


(i) the return is required to be filed under sec- 
tion 233.2, or 


(ii) the return is required to be filed under sec- 
tion 233.4 by a person or partnership in re- 
spect of a corporation that is a controlled for- 
eign affiliate, for the purpose of that section, 
of the person or partnership, 


it was reasonable to expect, at the time of each 
transaction, if any, entered into by the person or 
partnership after March 5, 1996 that gives rise to 
the requirement to file the return or that affects 
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the information to be reported in the return, that 
sufficient information would be available to the 
person or partnership to comply with that section; 
and 


(d) if the information subsequently becomes 
available to the person or partnership, it is filed 
with the Minister not more than 90 days after it 
becomes so available. 
History [s. 233.5]: S. 233.5 added by 1997, c. 25, s. 69, applicable 
to returns required to be filed on or before a day that is after April 
29, 1998. Ov" , 
Definitions: “corporation” — 248(1), Interpretation Act 35(1); 
“controlled foreign affiliate” —95(1), 248(1); “Minister” — 
248(1); “person”? — 248(1). ) 


233.6 (1) Returns respecting distributions 
from non-resident trusts — Where a specified 
Canadian entity (as defined by subsection 233.3(1)) 
for a taxation year or fiscal period receives a distri- 
bution of property from, or is indebted to, a non-resi- 
dent trust (other than a trust that was an excluded 
trust in respect of the year or period of the entity or 
an estate that arose on and as a consequence of the 
death of an individual) in the year or period and the 
entity is beneficially interested in the trust at any 
time in the year or period, the entity shall file with 
the Minister for the year or period a return in pre- 
scribed form on or before the day that is 


(a) where the entity is a partnership, the day on or 
before which a return is required by section 229 
of the Income Tax Regulations to be filed in re- 
spect of the fiscal period of the partnership or 
would be required to be so filed if that section 
applied to the partnership; and . 


(b) where the entity is not a partnership, the en- 

tity’s filing-due date for the year. 
Related Provisions: 162(7)— Penalty for, failure to file; 
163(2.4)(e) — Minimum $2,500. penalty for, false, statement or 
omission; 220(2.1) — Waiver of filing requirement; 220(3) — Ex- 
tension of time to file return; 233.5(2) — Meaning of “excluded 
trust”: 233.7 — No requirement to file in first year of immigration, 
248(25) — Extended meaning of “beneficially interested”. 


Forms: T1142: Information return re distributions from and indebt- 
edness to a non-resident trust. 


(2) Excluded trust defined — For the purpose of 
subsection (1), an excluded trust in respect of the 
taxation year or fiscal period of an entity means 


(a) a trust described in paragraph (a) or (b) of the 
definition “exempt trust’ in subsection 233,2(1) 
throughout the portion of the year or period dur- 
ing which the trust was extant; 


(b).a trust in respect of which the entity is re- 
quired by section 233.2 to file a return in respect 
of each taxation year of the trust that ends in the 
entity’s year; 

(c) a trust an interest in which is at any time in 
the year or period specified foreign property (as 
defined by subsection 233.3(1)) of the entity, 
where the entity is a reporting entity (as defined 


S. 234(2) 


by ‘subsection 233.3(1)) for the year or period; 
and \ 


(d) a trust in respect of which the entity is re- 
quired by section 233.4 to file a return for the 
year or period. 


Related Provisions [subsec. 233.6(2)]: 233(1) — Demand for 
return by partnership. . 


History [s. 233.6]: S. 233.6 added by 1997, c. 25, s. 69, applicable 
to returns for taxation years and fiscal periods that begin after 1995, 
except that such a return for a taxation year or fiscal period that 
ends in 1996, 1997 or 1998 is required to be filed on or before the 
later of ' 


(a) April 30, 1998, and 


(b) the day on or before which the return is otherwise required 
to be filed. 


233.7 Exception for first-year residents — 
Notwithstanding sections 233.2, 233.3, 233.4. and 
233.6, a person who, but for this section, would be 
required under any of those sections to file an infor- 
mation return for a taxation year, is not required to 
file the return if the person is an individual (other 
than a trust) who first became resident in Canada in 
the year. 

History [s. 233.7]: S. 233.7 added by 1997, c. 25, s. 69, applicable 
to returns required to be filed on or before a day that is after April 
29371 998. 

Definitions [s. 233.7]: “individual”, “person” — 248(1); “resi- 
dent in Canada” — 250; “taxation year” — 249; “trust” — 104(1), 
248(1), (3). 


234. (1) Ownership certificates — Before a 
bearer coupon or warrant representing either interest 
or dividends payable by any debtor or cheque repre- 
senting dividends or interest payable by a non-resi- 
dent debtor is negotiated by or on behalf of a resi- 
dent of Canada, there shall be completed by or on 
behalf of the resident an ownership certificate in pre- 
scribed form. . 
Related Provisions: 162(4)— Failure to complete ownership 
certificate. 

Forms: NR601: Non-resident ownership certificate — withholding 
tax; NR602: Non-resident ownership certificate — no withholding 
tax; 1600: Ownership certificate; T600B: Ownership certificate; 


T600C: Statement of cash bonus payment — Canada Savings 
Bonds. 


(2) Idem — An ownership certificate completed 
pursuant to subsection (1) shall be delivered in such 
manner, at such time and at such place as may, be 
prescribed. 


Pre-RSC History: Subsec. 234(2) substituted by 1988, c. 55, 


subsec. 177(1): Subsec. 234(2) formerly read: 


(2) Idem — An ownership certificate completed pursuant to 
subsection (1) shall be delivered in such manner, at such time 
and at such place as may be prescribed and a person who has 
failed to do so is liable on summary conviction to.a fine of 
not less than $10 and not exceeding $100. 


Regulations: 207 (prescribed time). 


Forms: NR601: Non-resident ownership certificate — withholding 
tax: NR602: Non-resident ownership certificate — no withholding 
tax. 
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(3) Idem — The operation of this section may be 
extended by regulation to bearer coupons or warrants 
negotiated by or on behalf of non-resident persons. 


(4)-(6) [Repealed under former Act] 


Pre-RSC History: Subsec. 234(4) repealed. by 1988, c. 55, subsec. 
177(2). Subsec. 234(4) formerly read: 


(4) Idem — A person who has failed to complete an owner- 
ship certificate as required by or under this Act and a debtor 
or other person who has cashed a coupon or warrant for 
which an ownership certificate has not been completed, is lia- 
ble on summary conviction to a fine of not less than $10 and 
not exceeding $100. 


Subsecs. 234(5), (6) repealed by 1980-81-82-83, c. 48, s. 106, appli- 
cable with respect to amounts paid or credited after December He 
1979. Subsecs. 234(5), (6) formerly read: 


(5) Withholding — Where an amount is to be paid or 

credited to a resident of Canada who is an individual, other 
than a trust, in circumstances where an Ownership certificate 
referred to in subsection (1) is required to be completed, and 
the ownership certificate does not contain a Social Insurance. 
Number assigned to the individual by the Unemployment In- 

surance Commission, the debtor or other person paying or 
crediting the amount shall deduct or withhold therefrom an 
amount equal to 25% thereof and shall forthwith remit that 
amount to the Receiver General of Canada on account of the 
individual’s tax for the year under Part I and. shall submit 
therewith a statement in prescribed form. 


(6) Amount withheld deemed paid or credited — Where 
an amount has been deducted or withheld under subsection. , 
(5) from an amount paid or credited to an individual, it shall, 
for the purposes of this Act, be deemed to have been received 
by the individual at the time the amount was paid or credited 
to him. 


Subsecs. 234(5), (6) added by JOG TT 4 oe 75: applicable after 
December 31, 1976. 


Definitions [s. 234]: “amount”, “dividend”, “individual”, “non- 
resident”, “person”, “prescribed”, “regulation” — 248(1): “trust” — 


104(1), 248(1), (3). 


234.1 [Repealed under former Act] 


Pre-RSC History: S. 234.1 repealed by 1984, c. 1, s. 102, applica- 
ble with respect to purchases of aviation turbine fuel made after 
April 30, 1983. S. 234.1 formerly read: 


234.1 (1) Purchase of aviation turbine fuel — Every. air 
carrier resident in Canada who has purchased aviation turbine 
fuel in Canada and used the fuel on an international flight 
shall, with respect to each such purchase, complete a fuel cer- 
tificate in prescribed form specifying the amount of such avi- 
ation turbine fuel used on an intérnational flight. 


(2) Fuel certificate — A fuel certificate completed pursuant 
to subsection (1) shall be delivered in such manner and at 
such time and place as may be prescribed. 


(3) Penalty — Every air carrier resident in Canada who has 
purchased aviation turbine fuel in Canada is liable to a pen- 
alty of $100 for each.cubic metre of such fuel that was used 
on an international flight and was not specified in a fuel cer- 
tificate delivered as required by subsection (2). 


(4) Meaning of “international flight” — For the purposes of 
this section and subsections 69(7.1) and (11), an “interna- 
tional flight” does not include any flight of an aircraft having 
a maximum take-off weight not exceeding 34,000 kilograms. 


S. 234.1 added by 1980-81-82-83, c. 140, s. 125, applicable to 
purchases made after January 31, 1982. 
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235. Penalty for failing to file corporate re- 
turns — Every corporation that fails to file a return 
for a taxation year as and when required by section 
150, 181.6 or 190.2 is liable, in addition to any pen- 
alty otherwise provided, to a penalty for each such 
failure equal to the amount determined by the 
formula ya 


.0025 A x B 
where 


A is the total of the taxes that would be payable 
under Parts I.3 and VI by the corporation for the 
year if this Act were read without reference to 
subsections 181.1(4) and 190.13); and : 


B_ is the number of complete months, not exceeding 
40, from the later of f . 


(a) the day on or before which the return was 
required to be filed, and 3 


(b) December 17, 1991,.. 


to the day on which the return is filed. 


Related Provisions: 18(1)(t) —No deduction for penalties; 
161(11) — Interest on unpaid penalties; 220(3.1) — Waiver of pen- 
alty by Revenue Canada; 227(10)(a) — Assessment. 


History: The description of A in s. 235 amended by 199456) 7- 
Sch. VIII (1993, c. 24), ‘5.135, applicable to 1991 et ség. That 
description formerly read: 


A is the total of the taxes payable‘under Parts 1.3 and VI by 
the corporation for the year; and 


S. 235 enacted by 1994, ¢. 7, Sch. II (1991, c. 49), s. 187, in force 
December 17, 1991. 
Definitions: “amount” — 248(1); “corporation” — 248(1), Jnter- 
pretation Act 35(1); “taxation year” — 249. 


Pre-RSC History [former -s. 235]: Former-s. 235 repealed by 
1988)'c. 95, $1788" 235 formerly read: 


235. (1) Penalty for failure to make returns —~ Every per- 
son who has failed to make a return as and when required by 
regulation under subsection 215(4), by regulation under sec- 
tion 221 or by subsection 227(2) is liable to a penalty of $10 a 
day for each day of default but not exceeding in all $2,500. 


(2) Idem — Every person who fails to comply with a regula- _ 
tion made under paragraph 221(1)(e) is liable to a penalty of 
$10 a day for each day of default but not exceeding in all 
$2,500. 1 


236. Execution of documents by corpora- 
tions — A return, certificate or other document 
made by a corporation pursuant to this Act or a regu- 
lation shall be signed on its behalf by the President, 
Secretary or Treasurer of the corporation or by any 
other officer or person thereunto duly authorized by 
the Board of Directors or other governing body of 
the corporation. 5 


Related Provisions: 227.1 — Liability of directors; 242 — of- 
ficers and directors of corporation guilty of corporate offences. 


Definitions: “corporation” — 248(1), Interpretation Act 35(1); 


“officer”, “person”, “regulation” — 248(1). 


237. (1) Social Insurance Number — Every in- 
dividual (other than a trust) who was resident or em- 
ployed in Canada at any time in a taxation year and 
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who files a return of income under Part I for the 
year, or in respect of whom an information return is 
to be made by a person pursuant to a regulation 
made under paragraph 221(1)(d), shall, 


(a) on or before the first day of February of the 
year immediately following the year for which 
the return of income is filed, or 


(b) within 15 days after the individual is re- 
quested by the person to provide his*? Social In- 
surance Number, 


apply to the Minister of Human Resources Develop- 
ment in prescribed form and manner for the assign- 
ment to the individual of a Social Insurance Number 
unless the individual has previously been assigned, 
or made application to be assigned, a Social Insur- 
ance Number. 

Related Provisions: 162(6) — Penalty for failure to provide So- 
cial Insurance Number; 221(1)(d.1) — Regulations may require dis- 
closure of Social Insurance Number; 237(1.1), (2) — Obligations re 
Social Insurance Number; 239(2.3) — Offence re Social Insurance 
Number. 


History: The closing words of subsec. 237(1) amended by 1998, c. 
19, subsec. 233(1), in force June 18, 1998. The closing words for- 
merly read: 


apply to the Minister of Human Resources Development in 
prescribed form and manner for the assignment to the individ- 
ual of a Social Insurance Number unless the individual has 
previously been assigned, or made application to be assigned, 
a Social Insurance Number and shall provide that number in 
any return filed under this Act or, at the request of any person 
required to make an information return pursuant to this Act or 
the regulations requiring the individual’s Social Insurance 
Number, to that person. 


Subsec. 237(1) amended by 1996, c. 11, para. 95(h), to substitute 
“Minister of Human Resources Development” for “Minister of Na- 
tional Health and Welfare”, in force July 12, 1996. 


Regulations: 3800 (how Social Insurance Number to be applied 
for). 

Information Circulars: 82-2R2: SIN legislation that relates to the 
preparation of information slips. 


Forms: T1600: Ownership certificate. 


(1.1) Production of number — Every person and 
partnership shall provide 


(a) in the case of an individual (other than a 
trust), the individual’s Social Insurance Number, 
and 


(b) in any other case, the person’s or partner- 
ship’s business number 


in any return filed under this Act or, at the request of 
any person required to make an information return 
pursuant to this Act or the regulations requiring el- 
ther number, to that person. 


History: Subsec. 237(1.1) added by 1998, c. 19, subsee. 233(2), in 
force June 18, 1998: 


(2) Number required in information returns — 
For the purposes of this Act and the regulations, a 
person required to make an information return re- 


33 Sic, Should be “‘the individual’s”. 
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quiring a Social Insurance. Number or a business 
number of a person or partnership 


(a) shall make a reasonable effort to obtain the 
number from the person or partnership; and 


(b) shall not knowingly use, communicate or al- 
low to be communicated, otherwise than as re- 
quired under this Act or a regulation, the number 
without the written consent of the person or 
partnership. 


Related Provisions: 162(6) — Failure to provide Social Insur- 
ance Number; 239(2.3) — Offence re Social Insurance Number or 
business number. 


History: Subsec. 237(2) amended by 1998, c. 19, subsec. 233(2), in 
force June 18,. 1998. Subsec. 237(2) formerly read: 


(2) ldem — For the purposes of this Act and the regulations, 
a person required to make an information return requiring an 
individual’s Social Insurance Number 


(a) shall make a reasonable effort to obtain from the indi- 
vidual the individual’s Social Insurance Number; and 


(b) shall not knowingly use, communicate or allow to be 
communicated, otherwise than as required under this Act 
or a regulation, the individual’s Social Insurance Number 
without the individual’s written consent. 


Information Circulars: 82-2R2: SIN legislation that relates to the 
preparation of information slips. 


Pre-RSC History [s. 237]: S. 237 substituted by 1988, c. 55, s. 
179, subsec. 237(1), applicable to 1988 et seg., and with respect to 
returns of income filed in conjunction with the prescribed form filed 
pursuant to s. 122.2 or 122.4 to the 1987 taxation year of an individ- 
ual. S. 237 formerly read: 


237. (1) Application for assignment of Social Insurance 
Number — Every individual who is required by paragraph 
150(1)(d) to file a return of his income for a taxation year 
after 1966 shall, on or before the first day of February of the 
year after the year for which the return is required, unless he 
has previously been assigned or made application to be as- 
signed a Social Insurance Number, apply to the Minister of 
National Health and Welfare in prescribed form and manner 
for the assignment to him of a Social Insurance Number. 


(2) Failure to show Social Insurance Number — Every 
person who has filed a return of his income for a taxation 
year after 1966 and has failed to show therein the Social In- 
surance Number that has been assigned to him or for which 
he is required by this section to apply shall be deemed to have 
failed to.complete the information on a prescribed form as 
required by or pursuant to section 150. 


Definitions [s. 237]: “business number” — 248(1); “Canada” — 
255; “employed”, “individual”, “person”, “prescribed”, “regula- 
tion” — 248(1); “taxation year” — 249; “trust” — 104(1), 248(1), 
(3). 


237.1 (1) Definitions — In this section, 


“person” includes a partnership; 
History: The definition “person” added to subsec. .237.1(1) by 


1998, c. 19, subsec. 234(3), applicable after November 1994. 


“promoter” in respect of a tax shelter means a per- 
son who in the course of a business 


(a) sells or issues, or promotes the sale, issuance 
or acquisition of, the tax shelter, 
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(b) acts as'an agent or adviser in respect of the 
Sale or issuance, or the promotion of the sale, is- 
suance or acquisition, of the tax shelter, or 


(c) accepts, whether as a principal or agent, con- 
sideration in respect of the tax shelter, 


and more than one person may be a tax shelter pro- 
moter in respéct of the same tax shelter; 

History: Paras. (a) and (b) of the definition “promoter” in subsec. 
237.1(1) amended, and para. (c) added, by 1998, c.' 19, subsec. 
234(2), applicable after December 1, 1994. Paras. (a) and:(b) of-the 
definition formerly. read: 


(a) sells, issues or promotes the sale, issuance or acquisition 
of an interest in the.tax shelter,. or 


(b) acts as an agent or adviser in respect of the sale or issu- 
ance, or the promotion of the sale, issuance or acquisition, of 
an-interest in the tax shelter, 


“tax shelter” means any property (including, for 
greater certainty, any right to income) in respect of 
which it can reasonably be considered, having regard 
to statements or representations made or proposed to 
be made in connection with the property, that, if a 
person were to acquire an interest in the property, at 
the end of a particular taxation year that ends within 
4 years after the day on which the interest is 
acquired, 


(a) the total of all-amounts each of which is 


(i) an amount, or a loss in the case of a part- 
nership interest, represented to be deductible 
in computing income in respect of the interest 
in the property (including, where the property 
is a right to income, an amount or loss. in re- 
spect of that right that is represented to be de- 
ductible) and expected to be incurred by or al- 
located to the person for the particular year or 
any preceding taxation year, or 


(ii) any other amount represented to be de- 
ductible in computing income or taxable in- 
come in respect.of the interest in the property 
and expected to be incurred by or allocated to 
the person for the particular year or any pre- 
ceding taxation year, other than any amount 
included in computing a loss described in sub- 
paragraph (i), 
would equal or exceed 
(b) the amount, if any, by which 


(1) the cost to the person of the interest in the 
property at the end of the particular year, de- 
termined without reference to section 452. 


would exceed 


(11) the total of all amounts each of which is 
the amount of any prescribed benefit that is 
expected to be received or enjoyed, directly or 
indirectly, in respect of the interest in. the 
property by the person or another person with 
whom the person does not deal at arm’s 
length, 


but does not include property that is a flow-through 
share or a prescribed property. 
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Related Provisions: 18.1(1)“tax shelter” == Definition for pur-" 
poses of matchable expenditure rules: 53(2)(c)(i.3) — Tax - shelter 
excluded from certain ACB reductions; 127,52(1)(c.3) — Minimum 
tax on tax shelter deductions; 143.2(1)“tax shelter investment’’(a) — 
Definition includes a tax shelter under 237.1(1); 143.2(6) — Limita- ' 
tion on cost of tax shelter; 248(1)‘tax shelter” — Definition applies 
to entire Act; 249.1(5)— Election. for non-calendar year-end not 
permitted for tax shelters; Reg;)1100(20.1) — limitation on CCA 
claim for computer software tax shelter property. 


History: The definition “tax shelter” in subsec. 237.1(1) amended 
by 1998, c. 19, subsec. 234(1), applicable after November 1994, 
The definition formerly read: 


“tax shelter” means any property in respect of which it may 
_ Teasonably be considered, having regard to statements or rep- 
resentations made or proposed to be made in connection with 
_ the property that, if a person were to acquire an interest in the 
property, at the end of any particular taxation year ending 
within 4 years after the day on which the interest is acquired, 
(a) the total of all amounts each of which is 
(i) a loss represented to be deductible in computing 
income in respect of the interest in’ the property and 
expected to be incurred by or allocated to the person 
for the particular year or any preceding taxation year, 
or 
(ii) any other amount represented to be deductible in 
computing income or taxable income in respect of 
the interest in the property and expected to be in- 
curred by or allocated to the person for the particular 
year or any preceding taxation year, other than any 
amount included in computing a loss-described in 
subparagraph (i), 
would exceed 
(b) the amount, if any, by which 
(i) the cost to the person of the interest in the prop- 
erty at the end of the particular year, 
would exceed 
(ii) the total of :all amounts each of which is the 
amount of any prescribed benefit that is expected to 
be received or, enjoyed directly or indirectly. in re- 
spect of the interest in the property, by the person or 
another person with whom the person does not deal 
at arm’s length 
but does not include property that is a flow-through share or a 
prescribed property. 
Subpara. (a)(ii) of the definition “tax shelter” in subsee. 237,1(1) 
amended by 1994, c. 7, Sch. II (1991, c, 49), subsec, 188(1), to. sub- 
stitute “the particular year or any preceding taxation year” for “the 
particular year”, applicable to interests acquired after August 1989. 
Regulations: 231(6) (prescribed benefit); 231(6.1) (prescribed 
benefit for subpara. (b)(ii)): 231(7) (prescribed property). 


(2) Application — A promoter in respect of a tax 
shelter shall apply to the Minister in prescribed form 
for an identification number for the tax shelter unless 
an identification number therefor has previously 
been applied for. 

Related Provisions: 237.1 (4) — Sale without identification num- 
ber prohibited; 237.1(7.4) — Penalty for false information or selling 
shelter without number; 237.2 — Application of s.237.1. 
Information Circulars: 89-4: Tax shelter reporting. 


Forms: T5001 : Application for tax shelter identification number 
and undertaking to keep books and records. 


(3) Identification — On receipt of an application 
under subsection (2) for an identification number for 
a tax shelter, together with prescribed information 
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and ‘an undertaking ‘satisfactory to the Minister that 
books and records in respect of the tax shelter will be 
kept and retained at a place in Canada that is satis- 
factory to the Minister, the Minister shall. issue an 
identification number for the tax shelter. 


Information Circulars: 89-4: Tax shelter reporting. 


(4) Sales prohibited — No person shall, whether 
as a principal or an agent, sell or issue, or accept 
consideration in respect of, a tax shelter before the 
Minister has issued an identification number for the 
tax. shelter. 


Related Provisions: 237.1(7.4) — Penalty for false information 
or selling shelter without number; 237.2 — Application of s. 237.1. 


History: Subsec. 237.1(4) amended by 1998; c. 19, subsec. 234(4),’ 


applicable after December 1, 1994. Subsec. 237.1(4) formerly read: 


(4) No person shall, whether as a principal or an agent, sell or 
issue, or accept a contribution towards the acquisition of, an 
interest in a tax shelter before the Minister ‘has issued-an iden- 
tification number for the tax shelter. 


Information Circulars: 89-4: Tax shelter reporting. 


(5) Providing tax, shelter number — Every pro- 
moter in respect of a tax shelter shall 


(a) make reasonable efforts to ensure that all per- 
sons who acquire or otherwise invest in the tax 
shelter are provided with the identification num- 
ber issued by the Minister for the tax shelter; 


(b) prominently display on the upper right-hand 
comer of any statement of earnings prepared by 
or on behalf of the promoter in respect of the tax 
shelter the identification number issued for the 
tax shelter; and \ 


(c) on every written statement made after 1995 by 
the promoter that refers either directly or indi- 
rectly and either expressly or impliedly to the is- 
suance by the Department of National, Revenue 
of an identification number for the tax shelter,.as 
well as on the copies of the portion of the infor- 
mation return to be forwarded pursuant to subsec- 
tion (7.3), prominently display — , | 


(i) where the statement or return is wholly or 
partly in English, the following: 


-“The identification number issued for 
this tax shelter shall be included in any 
income tax return filed by the investor. 
Issuance of the identification number is" 
for administrative purposes only. and 
does not'in any way confirm the, entitle- 
ment of an investor to claim. any tax ben- 
efits associated with the tax shelter.” 


(ii) where the ‘statement or return is wholly or 
partly in French, the following: 


“Te numéro d’inscription attribué a cet 
abri fiscal doit figurer dans toute déclara- 
tion d’impot sur le revenu produite par 
lV’investisseur. L’ attribution de ce numéro 
n’est qu’une: formalité administrative: et 


S. 237.1(6) 


ne confirme aucunement le droit de © 
l’investisseur aux avantages fiscaux 
découlant de cet abri fiscal.” 


and. 


(iii) where the statement includes neither En- 
glish nor French, the following: 


“The identification number issued for 
this tax shelter shall be included in any 
income tax return filed by the investor. 
Issuance of the identification number is 
for administrative purposes only and 
does not in any way confirm the entitle- 
ment of an investor to claim any tax ben- 
efits associated with the tax shelter. 


Le numéro d’inscription attribué a cet 
abri fiscal doit figurer dans toute déclara- 
tion d’impét sur le revenu produite par 
l’investisseur. L’ attribution de ce numéro 
n’est qu’une formalité administrative et 
ne confirme aucunement le droit de 
l’investisseur aux avantages fiscaux 
découlant de cet abri fiscal.” 


Related Provisions: 239(2.1) — Incorrect identification number. 


History: Subsec. 237.1(5) amended by 1998, c. 19, subsec. 234(4), 
applicable after December 1, 1994. Subsec. 237.1(5) formerly read: 


(5) Providing identification number — Every promoter in 
respect of a tax shelter shall make reasonable efforts to ensure 
that all persons who acquire an interest in the tax shelter are 
provided with the identification number issued by the Minis- 
ter for the tax shelter. 


Regulations: 231(5) (disclosure requirements in providing identi- 
fication number). 


Information Circulars: 89-4: Tax shelter reporting. 


(6) Deductions and claims disallowed — No 
amount may be deducted or claimed by a person in 
respect of a tax shelter unless the person files with 
the Minister a prescribed form containing prescribed 
information, including the identification number for 
the tax shelter. 


Related Provisions: 143.2 — Limitation on tax shelter expendi- 
ture; 237.2 — Application of s. 237.1. 


History: Subsec. 237.1(6) amended by 1998, c. 19; subsec. 234(4), 
applicable after December 1, 1994. Subsec. 237.1(6) formerly read: 


(6) Deduction disallowed — In computing the amount of in- 
come, taxable income or taxable income earned in Canada of, 
or tax or other amount payable by, or refundable to, a tax- 
payer under this Act for a taxation year, or any other amount 
that is relevant for the purposes of computing that amount, no 
amount may be deducted in respect of an interest in a tax 
shelter unless the taxpayer files with the Minister a prescribed 
‘form containing prescribed information, including the identi- 
fication number for. the shelter. 
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Subsec. 237.1(6) substituted by 1994, c. 7, Sch. I1.(1991, c. 49), 

subsec. 188(2), applicable to interests acquired after 1990. Subsec. 

237.1(6) formerly read: 
(6) In computing the amount of income, taxable income, taxa- 
ble income earned in Canada, tax or other amount payable by, 
or refundable to a taxpayer under this Act for a taxation year, 
or any other amount that is relevant for the purposes of com- 
puting that amount; no amount may be claimed or deducted 
by the taxpayer in respect of an interest in a tax shelter unless 
the taxpayer provides the Minister with the identification 
number for the shelter. 

Information Circulars: 89-4: Tax shelter reporting. 


Forms: T5004: Statement of tax. shelter loss or deduction. See also 
under subsec, 237.1(7). 


(6.1) Deductions and claims disallowed — No 
amount may be deducted or claimed by any person 
for any taxation year in respect of a tax shelter of the 
person where any person is liable to a penalty under 
subsection (7.4) or 162(9) in respect of the tax shel- 
ter or interest,on the penalty and 


(a) the penalty or interest has not been paid; or 


(b) the penalty and interest have been paid, but an 
amount on account of the penalty or interest has 
been repaid under subsection 164(1.1) or applied 
under subsection 164(2). 

Related Provisions: 237.1(6.2) — No time limit on assessment; 


237.1(7.4) — Penalty for false information or selling shelter without 
number. 


History: Subsec. 237.1(6.1) added by 1998, c, 19, subsec. 234(4), 
applicable after December 1, 1994, 


(6.2) Assessments — Notwithstanding subsec- 
tions 152(4) to (5), such assessments, determinations 
and redeterminations may be made as are necessary 
to give effect to subsection (6.1). 

History: Subsec. 237.1(6.2) added by 1998, c. 19. subsec. 234(4), 
applicable after December I, 1994. 


(7) Information return — Every promoter in re- 
spect of a tax shelter who accepts consideration in 
respect of the tax shelter or who acts as a principal or 
agent in respect of the tax shelter in a calendar year 
shall, in prescribed form and manner, ‘file an. infor- 
mation return for the year containing 


(a) the name, address and either the Social Insur- 
ance Number or business number of each person 
who so acquires or otherwise invests in the tax 
shelter in the year, 

(b) the amount paid by each of those persons in 
respect of the tax shelter, and 


(c) such other information as is required by the 
prescribed form , 
unless an information return in respect of the tax 
shelter has previously been filed. 
Related Provisions: 237.1(7.1)+(7.3) — Administrative require- 
ments for returns; 237.2\— Application of s. 237.1. 
History: Subsec. 237.1(7) amended by 1998, c. 19, subsec. 234(4), 
applicable after December 1, 1994 except that the reference in para. 
(a) to “business number” is applicable after June 17, 1998. 
(7) Every promoter in respect of.a tax shelter from whom an 
interest in the tax shelter was acquired, who accepted:a con- 
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tribution in respect of an acquisition of an interest.in the tax . 
shelter or who acted as an agent in respect of an acquisition 

of an interest in the tax shelter in a calendar year shall, in the 

prescribed form and manner, make an information return for 

that year containing 


(a) the name, address and Social Insurance Number of 
each person who so acquired an interest in the tax shelter 
in the year, 


(b) the amount paid by each such person for the interest, 
and 
(c) such other information as may be required by the pre- 
scribed form, 
unless an information return in respect of the acquisition has 
previously been made. 
Regulations: 231(2)-(4) (prescribed manner). 
Information Circulars: 89-4: Tax shelter reporting. 
Forms: T5002 Summ: Tax shelter information returns; T5003 


Supp: Statement of tax shelter information; T5004: Statement of tax 
shelter loss or deduction. 


(7.1) Time for filing return — An information re- 
turn required under subsection (7) to be filed in re- 
spect of the acquisition of an interest in a tax shelter 
in a calendar year shall be filed with the Minister on 
or before the last day of February of the following 
calendar year. ) 


Related Provisions: 237.1(7.2) — Return required within 30 — 
days of discontinuing business or activity. 


History: Subsec. 237.1(7.1) added by 1998, c. 19; subsec. 234(4), 
applicable after December-1, 1994. 


(7.2) Time for filing — special case — Notwith- 
standing subsection (7.1), where a person is required 
under subsection (7) to file an information return in 
respect of a business or activity and the person dis- 
continues that business or activity, the return shall be 
filed on or before the earlier of 


(a) the day referred to in subsection (7.1): and 


(b) the day that is 30 days after the day of the 
discontinuance, - | 


History: Subsec. 237.1(7.2) added by 1998, c. 19, subsec. 234(4), 
applicable after December 1, 1994. 


(7.3) Copies to be provided — Every person re- 
quired to file a return under subsection (7) shall, on 
or before the day on or before which the return is 
required to be filed with the Minister, forward to 
each person to whom the return relates 2 copies of 
the portion of the return relating to that person. 


History: Subsec. 237.1(7.3) added by 1998, c. 19, subsec. 234(4), 
applicable after December 1, 1994, 


(7.4) Penalty — Every person who files false or 
misleading information with the Minister in respect 
of an application under subsection (2) or, whether as 
a principal or as an agent, sells, issues or accepts 
consideration in respect of a tax shelter before the 
Minister has issued an identification number for the 
tax shelter is liable to a penalty equal to the greater 
of 


(a) $500, and 


(b) 25% of the total of all amounts each of which 
is the consideration received or receivable from a 
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person in respect of the tax shelter before the cor- 
rect information is filed with the Minister or the 
identification number is issued, as the case may 
be. 
Related Provisions: 161(11)(b.1) — Interest .on , penalty; 
161(12) — Partnership liable to interest on penalty; 227(10)(b) — 
Assessment of penalty at any time; 237.1(6.1) — No deduction al- 
lowed while tax shelter penalty unpaid. 


History: Subsec..237.1(7.4) added by, 1998, c. 19; subsec. 234(4), 
applicable after December 1, 1994. 


(8). Application of, sections. 231, to 231.3 — 
Without restricting the generality of sections 231 to 
231.3, where an application under subsection (2) 
with respect to a tax shelter has been made, notwith- 
standing that a return of income has not been filed by 
any taxpayer under section 150 for the taxation year 
of the taxpayer in which an amount is claimed as a 
deduction in respect of the tax shelter, sections 231 
to 231.3. apply, with such:modifications.as the cir- 
cumstances require, for the purpose of permitting the 
Minister to verify or ascertain any information in re- 
spect of the tax shelter. | 

Information Circulars. [subsec. 237.1(8)]: 89-4: Tax. shelter 
reporting. ; 

Pre-RSC History [s. 237.1]: S. 237.1 enacted by 1988, c. 55, s. 
180; applicable with respect to interests acquired after August 1989. 
Definitions [s. 237.1]: “arm’s length” — 251(1); “business num- 
ber” — 248(1); “calendar year” — Interpretation Act 37(1)(a); 
“flow-through. share” — 66(15), 248(1); “business”, “Minister” — 
248(1); “person” — 237.1(1), 248(1); “prescribed” — 248(1); “pro- 
moter” — 237.1(1); “property”, “share” — 248(1); “tax shelter” — 
237.1(1), 248(1);. “taxable income” —2(2), 248(1), “taxable  in- 
come earned in Canada” — 115(1), 248(1); “taxation year” — 249. 


237.2 Application of section 237.1 — Section 
237.1 is applicable with respect to interests acquired 
after August 31, 1989. | 


Origin of s. 237.2: R.S.C. 1985, c. 1 (Sth Supp.) (formerly con- 
tained in the rule of application in 1988, c. 55, subsec. 180(2)). 


Offences and Punishment 


238. (1) Offences and punishment — Every 
person who has failed to file or make a return as and 
when required by or under this Act or a regulation or 
who has failed to comply with subsection 116(3), 
127(3.1) or (3.2), 147:1(7) or 153(1), any of sections 
230 to 232 or a regulation made under subsection 
147.1(18) or with an order made under subsection 
(2). is guilty of an offence and, in addition to any 
penalty otherwise provided, is liable on ‘summary 
conviction ‘to 

(a) a fine of not less. than $1,000 and not more 

than $25,000;, or 


(b) both the fine described in paragraph (a) and 
imprisonment for a term not exceeding 12 
months. 
Related Provisions: 162, 163 — Penalties; 242 — Where corpo- 
ration is guilty of offence, 243 — Minimum fine; Interpretation Act 
34(1) — Indictable and summary conviction offences; Interpreta- 
tion Act 34(2) — Criminal Code provisions apply. 


S. 238(2) 


Pre-RSC History: That portion of subsec. 238(1). preceding para. 
(a) amended by 1990, c. 35,'s. 25, to substitute “147.1(7) or 153(1), 
any of sections 230 to 232 or a regulation made under subsection 
147.1(18)”: for 153(1) or 227(5), or any ‘of sections 230 to 232”, 
effective June 27, 1990. 


Subsec. 238(1) substituted by 1988, c. 55, s. 181. Subsec. 238(1) 
formerly read: 


238. (1) Offences — Every person who has failed to file a 
return as and when required by or under this Act or a regula- 
tion is guilty of an offence and, in addition to any penalty 
otherwise provided, liable on summary conviction to a fine of 
not less than $25 for each day of default. 


Subsec. 238(1) substituted by 1986, c. 55,.s. 76, to add “or to pro- 
vide the information described in paragraph 21(1)(d.1)”, to come 
into force on'a day to be fixed by proclamation, but this amendment 
was repealed by 1988, c. 55, s. 203, deemed in force December 19, 
1986. 


Information Circulars: 85-1R2: Voluntary disclosures. 


Selected Cases [subsec. 238(1)]: R. v. Euerby (V.J.), [1992] 2 
C.T.C. 149 (BCSC) (Penalty for failure to comply with notice to file 
return not cruel and unusual punishment under Charter); Canada v. 
J.P Consultants, [1990] 2 C.T.C. 514 (Man. PC) (Taxpayer contin- 
uing to rely on advice of accountant whose actions had already re- 
sulted in charges against taxpayer had no defence of due diligence 
to charge of failing to file returns); Licht v. Canada, [1990] Perc: 
477 (FCTD) (Court extended 10-day delay to file information to 60 
days where Crown could not show harm caused by extension); The 
Queen vy. Merkle, [1979] C.T.C. 519 (Alta. CA) (Taxpayer estab- 
lished defence of.due. diligence against charge of failing to file a 
return where he directed his accountant to do so within a “reasona- 
ble time”); The Queen v. Subacious, [1978] C.T.C. 610 (Ont. CA) 
(Failure to file.a.return results in a separate offence for each succes- 
sive day return not filed). 


(2) Compliance orders — Where a person has 
been convicted:by a court of an offence under sub- 
section (1) for a failure to comply with a provision of 
this Act or a regulation, the court may make such 
order as it deems proper in order to enforce compli- 
ance with the provision. | 


Pre-RSC History: Subsec. 238(2) substituted by 1988, c. 55, s. 
181. Subsec. 238(2) formerly read: 


(2) Idem — Every person who has failed to comply with or 
contravened subsection 116(3), 127(3.1) or (3.2), 153(1) or 
227(5), or any of sections 230 to 232 is guilty of an offence 
and, in addition to any penalty otherwise provided, is liable 
on summary conviction to 


(a) a fine of not less than $200 and not exceeding 
$10,000, or 


(b) both the fine described, in.paragraph (a) and imprison- 
ment for a term not exceeding 6 months. 


All that portion of subsec. 238(2) preceding para. (a) amended by 
1986, c. 6, s. 123, to substitute “153(1) or 227(5) or any of sections 
230 to 232” for “153(1), 227(5), 230.1(1) or 230.1(2) or section 230 
or 231”: 


All that portion of subsec. 238(2) preceding para. (a) substituted by 
1974-75-76, c. 71, s. 13, applicable after June 23, 1975, to add ref- 
erences to subsecs. 127(3.1), (3.2). 


All that portion of subsec. 238(2) preceding para. (a) substituted by 
1973-74, c. 51, s. 21, in force August 1, 1974, to add reference to 
subsecs. 230.1(1), (2). ” 


Selected Cases [subsec. 238(2)]: The Queen v. Grimwood, 
[1988] 1-C.T.C. 44 (SCC) (Failure to comply with a demand to pro- 
vide information pursuant to subsection 231(3) results in a separate 
offence for each demand not complied with); Hartmann v. The 
Queen, {1971] C.T:C. 396 (Sask. DC) (Where company convicted 
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under provision, sole officer also convicted for participating with 
company in offence); The Queen v. Sakellis,:[1970] C:T.C. 342 
(Ont. CA) (Offence of failure’ to remit sourée deductions impossible 
to commit until expiry of time provided for such remittance). 


Information Circulars: 73-10R3: Tax evasion. 


(3) Saving — Where a person has been convicted 
under this section of failing to comply with a provi- 
sion of this Act or a regulation, the person is not lia- 
ble to pay a penalty imposed under section 162 or 
227 for the same failure unless the person was as- 
sessed for that penalty or that penalty was demanded 
from the person before the information or complaint 
giving rise to the conviction was laid or made. 


Pre-RSC History: Subsec. 238(3) substituted by 1988, c. 55, s. 
181. Subsec. 238(3) formerly read: 


(3) Saving — Where a person has been convicted under this 
section of failing to comply with a provision of this Act or a 
regulation, he is not liable to Pay a penalty imposed under 
section 162, 227 or 235 for the same failure unless he was 
assessed for that penalty or that penalty was demanded from 
him before the information or complaint giving rise to the 
conviction was laid or made. 


Definitions [s. 238]: “person”, “regulation” — 248(1). 


239. (1) Other offences and punishment — 
Every person who. has 


(a) made, or participated in, assented to or acqui- 
esced in the making of, false or deceptive state- 
ments in a return, certificate, statement or answer 
filed or made as required by or under this Act or 
a regulation, ; 


(b) to evade payment of a tax imposed by this 
Act, destroyed, altered, mutilated, secreted or 
otherwise disposed of the records or books of ac- 
count of a taxpayer, 


(c) made, or assented to or acquiesced in the 
making of, false or deceptive entries, or omitted, 
or assented to or acquiesced in the omission, to 
enter a material particular, in records or books of 
account of a taxpayer, 


(d) wilfully, in any manner, evaded or attempted 
to evade compliance with this Act or payment of 
taxes imposed by this Act, or 


Selected Cases [para. 239(1)(d)]: Canada v. Caseley, [1991] 1 
C.T.C. 211 (P.E.1. SC) (Penalty may be levied under provision not- 
withstanding previous penalty under subsection 163(2) imposed for 
same acts); The Queen y. Redpath Industries Ltd. et al., [1984] 
C.T.C. 483 (Que. SC) (Crown must prove that tax is payable for 
purposes of establishing evasion charges); The Queen vy. Paveley, 
[1976] C.T.C. 477 (Sask. CA) (Express refusal to file return does 
not, in itself, imply intent to deceive, nor satisfy requirements of 
charge of wilful evasion); The Queen v. Kidd, 74 DTC 6574 (Ont. 
SC) (Failure to sign inaccurate return no defence to evasion charge); 
The. Queen v. Poynton, [1972] C.T.C. 411 (Ont. SC) (Failure to re- 
port fraudulently obtained amounts as income constituted evasion). 


(e) conspired with any person to commit an of- 
fence described by paragraphs (a) to (d), 


Income Tax Act 


is guilty of an offence and, in addition to any penalty 
otherwise provided, is liable on summary conviction 
to > Flt hie 


(f) a fine of not less than 50%, and not more than 
200%, of the amount of the tax that was sought to 
be evaded, or 


(g) both the fine described in paragraph (f) and 
imprisonment for a term not exceeding 2 years. 


Related Provisions: 163(2) — Penalty — false statements; 
239(1.1) — Offences re refunds and credits; 239(2) — Prosecution 
on indictment; 242 — Where corporation is guilty of offence: 
243 — Minimum fine; Interpretation Act 34(1) —Indictable and 
summary conviction offences; Interpretation Act 34(2) — Criminal 
Code provisions apply. | 


Pre-RSC History: Para. 239(1)(f) amended by 1988, c..55, sub- 
sec. 182(1), to substitute “50%,” for “25%”. and “200%, of the 
amount” for “double the amount”. 


Selected Cases [subsec. 239(1)]: Neeb v. Canada, [1997] 2 
C.T.C. 2343 (TCC) (No identity of issues in criminal and civil pro- 
ceedings since tax liability can only be determined by. Tax Court); 
Canada y. Cancor Software Corp., [1990] 2.C.T.C. 479 (Ont. CA); 
leave to appeal to SCC refused (1991), 130 NR 394 (note) (Under 
sections 548 and 549 of Criminal Code, judge has authority to com- 
mit accused to trial for offences under Income Tax Act); Canada y. 
Maplesden, [1990] 2 C.T.C, 276 (Alta. QB) (Crown must prove ac- ~ 
tus reus and mens rea beyond reasonable doubt); Canada v. Hutton, 
[1990] 2 C.T.C. 258 (Alta. CA) (Where taxpayer and-his defrauded 
principal agreed to treat funds diverted by taxpayer as loans, tax- 
payer had no mens rea for evasion in respect of return filed after 
agreement); Cipriani v. The Queen, [1988] 1 C.T.C. 394 (Ont. CA) 
(Sections 7 and 24 of the Charter inapplicable to. admissible state- 
ments voluntarily made to investigator); Lucier v. The Queen, 
[1988] 1 C.T.C. 230 (Ont. CA) (Crown must establish mens rea for 
conviction of wilfully evading taxes); The Queen v. Landes et al., 
[1988] 1 C.T.C. 124 (Que. SC) (Taxpayer wrongly characterizing 
income as capital gain acquitted of evasion charge where error not 
so glaring as to lead to conclusion that deliberate evasion 
committed); The Queen v. Sharma, [1987] 2 C.T.C. 253 (Ont. SC) 
(Prosecution under provision in addition to penalties under subsec- 
tion 163(2) not violation of Charter); Rans Construction (1966) Ltd. 
et al. v The Queen, [1987] 2 C.T.C. 206 (FCTD) (Taxpayer permit- 
ted to appeal assessment in respect of years for which criminal 
charges successfully prosecuted): Century 21:Ramos Realty Inc. y. 
The Queen; Ramos y. The Queen, [1987] 1 C.T.C. 340 (Ont. CA); 
leave to appeal to SCC refused (1987), 44 DLR. (4th) vii (note) 
(Taxpayer convicted of evasion after benefit of amount unreported 
attributed to taxpayer under subsection 56(2)); Knox Contracting 
Ltd. et al. v. The Queen, [1986] 2 C.T.C: 194 (N.B. QB) (Search 
warrants obtained under section 443. of Criminal. Code held to be 
inapplicable to documents sought for purposes of Income Tax Act); 
Spencer v. The Queen, [1985] 2 C.T.C. 310 (SCC) (Resident’s right 
to liberty and security of the person not violated when compelled to 
testify in Canada regarding information obtained as bank manager 
in Bahamas, where such disclosure constituted criminal offence); 
Collins v. The Queen, [1985] 1 C.T.C. 342 (Ont. CA) (Having paid 
tax in U.S. after being charged with evasion in Canada not:a 
defence); Sturgess v. The Queen, [1984] C.T.C. 1 (FCTD) (Tax- 
payer claiming to be too busy to file return convicted of evasion; 
“evasion” interpreted); The Queen v. Lavoie, [1970] C.T.C. 476 
(Sask. CA) (Taxpayer convicted of separate offences under 
Paragraphs (a) and (b); both offences arose from same facts). 


I.T. Application Rules: 65.1(b) (where offence committed before 
December 23, 1971). 


Interpretation Bulletins: IT-99R4: Legal and accounting fees. 


Information Circulars: 73-10R3: Tax evasion. 
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(1.1) Offences re refunds and credits — Every 
person who obtains’ or claims a refund or credit 
under this Act to which: the person or any other per- 
son is not entitled or obtains or claims a refund or 
credit under this Act in an amount that is greater than 
the amount to which the person or other person is 
entitled. . 


(a) by making, or participating in, assenting to or 
acquiescing in the making of, a false or deceptive 
statement in a return, certificate, statement or an- 
swer filed or made under this Act or a regulation, 


(b) by destroying, altering, mutilating, hiding or 
otherwise disposing of a record or book of ac- 
count of the person or other person, 


(c) by making, or assenting to or acquiescing in 
the making of, a false or deceptive entry in a re- 
cord or book of account of the. person or other 
person, 


(d) by omitting, or assenting to or acquiescing in 
an omission to enter a material particular in a re- 
cord or book of account of the person or other 
person, . 


(e) wilfully in any manner, or 


(f) by conspiring with any person to commit any 
offence under this subsection, 


is guilty of an offence and, in addition to any penalty 

otherwise provided, is liable on summary conviction 

to i talaga 
(g) a fine of not less than 50%. and not more than, 
200% of the amount by which the amount of. the 
refund or credit obtained or claimed exceeds the 
amount, if any, of the refund or credit to which 
the person or other person, as the case may be, is 
entitled, or 


(h) both the fine described. in paragraph (g) and 
imprisonment for a term not exceeding 2 years. 
Related Provisions: 239(2) — Prosecution on indictment. 


History: Subsec, 239(1.1) added by 1998, c. 19, subsec, 23.9(1)9-itl 
force June 18, 1998. : 


(2) Prosecution on indictment — Every person 
who is charged with an offence’described in subsec- 
tion (1) or (1.1) may, at the election of the Attorney 
General of Canada, be prosecuted on indictment and, 
if convicted, is, in addition to any penalty otherwise 
provided, liable to : 


(a) a fine of not less’ than 100% and not more 
than 200% of 


(i) where the offence is described in subsec- 
tion (1), the amount of the tax that was sought 
to be evaded, and 


(ii) where the offence is. described in subsec- 
tion (1.1), the amount by which the amount of 
the refund or credit obtained or claimed ex- 
ceeds the amount, if any, of the refund or 
credit to which the person or other person, as 
the case may be, is entitled; and 


S. 239(2.2) 


(b) imprisonment for a term not exceeding 5 
years. 


Related Provisions: 243 — Minimum fine; Interpretation Act 
34(1) — Indictable and summary conviction offences; Interpreta- 


— tion Act 34(2) — Criminal Code provisions apply. 


History: Subsec. 239(2) amended by 1998, c. 19, subsec. 235(2), in 
force June 18, 1998t. Subsec. 239(2) formerly read: 


(2) Prosecution on indictment — Every person who is 
charged with an offence described in subsection (1) may, at 
the election of the Attorney General of Canada, be prosecuted 
on indictment and, if convicted, is, in addition to any penalty 
otherwise provided, liable to 


(a) a fine of not less than 100%, and not more than 200%, 
of the amount of the tax that was sought to be evaded; 
and 


(b) imprisonment for a term not exceeding 5 years. 


Pre-RSC History: Subsec. 239(2). substituted by 1988, c. 55, 
subsec. 182(2). Subsec. 239(2) formerly read: 


(2) Idem — Every person who is charged with an offence de- 
scribed by subsection (1) may, at the election of the Attorney 
General’ of Canada, be prosecuted upon indictment and, if 
convicted, is, in addition to any penalty otherwise provided, 
liable to imprisonment for a term not exceeding 5 years and 
not less than.2 months. 


Interpretation Bulletins: IT-99R4: Legal and accounting fees. 


information Circulars: 73-10R3: Tax evasion: 


(2.1) Providing incorrect tax shelter 
identification number — Every person who 
wilfully provides another person with an incorrect 
identification number for a tax shelter is guilty of an 
offence and, in addition to any penalty otherwise 
provided, is liable on summary conviction to 


(a) a fine of not less than 100%, and not more 
than 200%, of the cost to the other person of that 
person’s interest in the shelter; 


(b) imprisonment for a term not exceeding 2 
years; or 
(c) both the fine described in paragraph (a) and 
the imprisonment described in paragraph (b).. 
Related Provisions: 237.1 — Tax shelters, 242 — Where corpo- 
ration is guilty of offence; 243 — Minimum fine;. 
Pre-RSC History: Subsec. 239(2.1) added by 1988, c..55, subsec. 
182(2), applicable after August 1989. . 


Information Circulars: 89-4: Tax ‘shelter reporting. 


(2.2) Offence with respect to confidential in- 
formation — Every. person who 


(a) contravenes subsection 241(1), or 


-(b) knowingly contravenes an order made under 
subsection, 241(4.1) 


is guilty of an offence and liable on summary con- 
viction to a fine not exceeding $5,000 or to 1mpris- 
onment for a term not exceeding 12 months, or to 
both. 

Related Provisions: 122.64(4) — Offence; 239(2.21) — Offence 


with respect to confidential information; 239(2.22) — Definitions; 
242 — Where corporation is guilty of offence. 
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History: Subsec, 239(2.2) amended by 1994, c. 7, Sch. VIII (1993, 
c. 24), s. 136. Subsec. (2.2) formerly read: 


(2.2) Offence with respect to confidential information — 
Every person 


(a) who contravenes subsection 241(1), or 


(b) to whom information has been provided pursuant to 
subsection 241(4) and‘ who knowingly uses, communi- 
cates or allows to be communicated that information for 
any purpose other than that for which it was provided, 


is guilty of an offence and liable on ‘summary conviction to a 
fine not exceeding $5,000 or to imprisonment for a term not 
exceeding 12 months or to both. 


Pre-RSC History: Subsec. 239(2.2) added by 1988, c. 55, subsec. 
182(2). 


(2.21) Idem — Every person 


(a) to whom taxpayer information has been pro- 
vided for a particular purpose under paragraph 
241(4)(b), (c), (e), (h) or (k), or 


(b) who is an official to whom taxpayer informa- 
tion has been provided for a particular purpose 
under paragraph 241(4)(a), (d), (ff), @ or G1) 


and who for any other purpose knowingly uses, pro- 
vides. to any person, allows the provision to any per- 
son of, or allows any person access to, that informa- 
tion is guilty of an offence and liable’on summ 
conviction to a fine not exceeding $5,000 or to im- 
prisonment for a term not exceeding 12 months, or to 
both. 


History: Para. 239(2.21)(b) amended by 1998, c..21, s. 96, in force 
on June 18, 1998. The para. formerly read: 


(b) who is an official to whom taxpayer information has been 
provided for a particular purpose under paragraph 241(4)(a), 
(d), (f) or (i) 


(2.22) Definitions — In subsection (2.21),0offi- 
cial” and “taxpayer information” have the meanings 
assigned by subsection 241(10). 


History: Subsecs. 239(2.21) and (2.22) added by 1994, c. 7, Sch. 
VITE (1993, c. 24);-s) 136: 


(2.3) Offence with respect to an identification 
number — Every person to. whom the Social Insur- 
ance Number of an individual or to whom the busj- 
ness number of a taxpayer or partnership has been 
provided under this Act or a regulation, and every 
officer, employee and ‘agent of such a person, who 
without written consent of the individual, taxpayer or 
partnership, as the case may be, knowingly uses, 
communicates or allows to be communicated the 
number (otherwise than. as required or authorized by 
law, in the course of duties in connection with the 
administration or enforcement of this Act or for a 
purpose for which it was provided by the individual, 
taxpayer or partnership, as the case may be) is guilty 
of an offence and liable on summary conviction to a 
fine not exceeding $5,000 or to imprisonment for a 
term not exceeding 12 months, or to both. 

Related Provisions: 237(2)(b) — Social Insurance Number not 


to be used or communicated without individual’s consent; 242) — 
Where corporation is guilty of offence. 


Income Tax Act 


History: Subsec. 239(2.3) amended by 1998, c.. 19, subsec. 235(3), 
in force June 18, 1998. Subsec. 239(2.3) formerly read: 


(2.3) Offence with respect to Social Insurance Num- 
ber — Every person to whom the Social Insurance Number 
of an individual has been provided under this Act or a regula- 
tion, and every officer, employee and agent of such a person, 
who without the individual’s written consent knowingly uses, 
communicates or allows to be communicated the Social In- 
surance Number (otherwise than as required or authorized by 
law, in the course of duties in connection with the administra- 
tion or enforcement of this Act, or for a purpose for which it 
was provided by the individual) is guilty of an offence and 
liable on summary conviction toa fine not exceeding $5,000 
or to imprisonment for a term not exceeding 12 months, or to 
both. 


Subsec. 239(2.3) substituted by 1994, c. 7, Sch. II (1991, c..49), 
189. Subsec. 239(2.3) formerly read: 


(2.3) Offence with respect to Social Insurance Num- 
ber — Every person to whom the Social Insurance Number 
of an individual has been provided pursuant to this Act or a 
regulation who knowingly uses or communicates, or allows to 
be communicated, the number for any purpose other than that 
for which it was so provided or for which the person has been 
authorized in writing by the individual is guilty of an offence 
and liable on summary conviction to ‘a fine not exceeding 
$5,000 or to imprisonment for a term not exceeding 12 
months or to both. 


Pre-RSC History: Subsecs. 239(2.3) added by 1988, c. 55, subsec. 
182(2). 


Information Circulars: 82-2R2: SIN legislation that relates to the 
preparation of information slips. 


n 


(3) Penalty on conviction — Where a person is 
convicted under this section, the person is not liable 
to pay a penalty imposed under section 162 or 163 
for the same contravention unless the penalty was as- 
sessed before the information or complaint giving 
rise to the conviction was laid or made. 


History: Subsec. 239(3) amended by1998, c. 19, subsec. 235(4), in 
force June 18, 1998. Subsec. 239(3) formerly read: 


(3) Penalty on conviction — Where a person has been con- 
victed under this section of wilfully, in any manner, evading 
or attempting to evade payment of taxes imposed by Part-I, 
the person is not liable to pay a penalty imposed under sec- 
tion 162 or 163 for the same evasion or attempt unless the 
person was assessed for that penalty before the information or 
complaint giving rise to the conviction was laid or made. 


Pre-RSC History: Subsec. 239(3) amended by 1988, c. 55, sub- 
sec. 182(2), to substitute “under section 162 or 163” for “under sec- 
tion 163”. 


(4) Stay of appeal — Where, in any appeal under 
this Act, substantially the same facts are at issue a§ 
those that are at issue in a prosecution under this sec- 
tion, the Minister may file a stay of proceedings with 
the Tax Court of Canada and thereupon the proceed- 
ings before that Court are stayed pending final deter- 
mination of the outcome of the prosecution. 


Pre-RSC History: Subsec. 239(4) amended by 1988, c. 61, s. 25, 
to substitute “Tax Court of Canada”, first for “Tax Court of Canada 
or the Federal Court, as the case may be” and then for “Tax Court of 
Canada or Federal Court”, in force January 1, 1991. 


“Tax Court of Canada” substituted for “Tax Review Board” in sub- 
sec. 239(4) by 1980-81-82-83, c. 158, s. 58, applicable from July 
18, 1983. 
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Selected Cases [subsec. 239(4)]: Deutsch v. The Queen, 


[1983] C.T.C. 369 (FCA) (Proceeding commenced by statement of 
claim held to be appeal for purposes of the provision and stayed 
accordingly); Popovich Equipment Co. v. The Queen, [1979] C.T.C. 
65 (FCA) (For appeal to be stayed prosecution must be in relation to 
same taxpayer). 

Selected Cases [s. 239]: Lavers y. British Columbia (Minister of 
Finance), [1990] 1.C.T.C. 265.(B.C. CA) (Penalties imposed. as 
consequence of assessment neither criminal nor quasi-criminal in 
nature and were beyond scope of “offence” under Charter). 
Definitions [s. 239]: “business number” — 248(1); “contra- 
vene” — Interpretation Act 35(1);. “individual”, “Minister” — 
248(1); “official” — 239(2.22), 241(10); “person”, “regulation”, 
“taxpayer” — 248(1); “tax shelter” — 237.1(1), 248(1); “taxpayer 
information” — 239(2.22), 241(10). 


240. (1) Definition of “taxable obligation” and 
“non-taxable obligation” — In this section, “tax- 
able obligation” means any bond, debenture or simi- 
lar obligation the interést on which would, if paid by 
the issuer to a non-resident person, be subject to the 
payment of tax under Part XIII by that non-resident 


person at the rate provided in subsection 212(1) (oth 


erwise than by virtue of subsection 212(6)), and 
“non-taxable obligation” means any bond, debenture 
or similar obligation the interest on which would not, 
if paid by the issuer to a non-resident person, be sub- 
ject to the payment of tax under Part XIII by that 
non-resident person. 


(2) Interest coupon to be identified in 
prescribed manner — offence and punish- 
ment — Every person who, at any time after July 
14, 1966, issues 


(a) any taxable obligation, or 
(b) any non-taxable obligation 


the right to interest on which is evidenced by a cou- 
pon or other writing that does not form part of, or is 
capable of being detached from, the evidence of in- 
debtedness under the obligation is, unless the coupon 
or other writing is marked or identified in prescribed 
manner by the letters “AX” in the case of a taxable 
obligation, and by the letter “F” in the case of a non- 
taxable obligation, on the face thereof, guilty of an 
offence and liable on summary conviction to a fine 
not exceeding $500. 

Regulations [subsec. 240(2)]: 807 (prescribed manner of iden- 
tification of obligation). 

Definitions [s. 240]: “non-resident”, “person” — 248(1);, “writ- 
ing” — Interpretation Act 35(1). ' 


241. (1) Provision of information — Except as 
authorized by this section, no official shall 


(a) knowingly provide, or knowingly allow to be 
provided, to. any person any _ taxpayer 
information; 


(b) knowingly allow any person to have access to 
any taxpayer information; or 


(c) knowingly use any taxpayer information oth- 
erwise than in the course of the administration or 
enforcement of this Act, the Canada Pension 
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Plan, the Unemployment Insurance Act or the 
Employment Insurance Act or for the purpose for 
which it. was provided under this section. . 


Related Provisions: 122.64(2) — Communication of Child Tax 
Benefit information to provinces; 122.64(3) — Communication of 
name and address for enforcement of family, support orders; 
149.1(15) — Charities — information can be communicated; 
230.1(4) — Reports to chief electoral officer; 237(2)(b) — Commu- 
nication of Social Insurance Number; 239(2.2) — Offence; 
241(3) — Communication of information; 241(3.2) — Charities — 
additional information that may be communicated; 241(4) — Ex- 
ceptions; 241(11) — Meaning of. “this Act”. 


History: Para. 241(1)(c) amended by 1998, c. 19, subsec. 236(1), 
deemed to have come into force on June 30, 1996. Para, 241(1)(c) 
formerly read: 


(c) knowingly use any taxpayer information otherwise than in 
the course of the administration or enforcement of this Act, 
the Canada Pension Plan or the Employment Insurance Act 
or for the purpose for which it was provided under this 
section. 


Para. 241(1)(c) amended by 1996, c. 23, para. 187(d), to substitute 
“Employment Insurance Act” for “Unemployment Insurance Act’, 
in force June 30, 1996. fi 4 


Subsec. 241(1) amended by 1994, c. 7, Sch. VIII (1993, c. 24), sub- 
sec. 137(1): Subsec. (1) formerly read: 


(1) Prohibited communication of information — Except as 
authorized by this section, no official or authorized person 
shall 


(a) knowingly communicate or knowingly allow to be 
communicated to any person any information obtained by 
or on behalf of the Minister for the purposes of this Act 
or the Petroleum and Gas Revenue Tax Act; 


(b) knowingly allow any person to inspect or to have ac- 
cess to any book, record, writing, return or other docu- 
ment obtained by or on behalf of the Minister for the pur- 
poses of this Act or the Petroleum and Gas Revenue Tax 
Act; or . 

(c) knowingly use, other than in the course of the duties 
of the official or authorized person in connection with the 
administration or enforcement of this Act or the Petro- 
leum and Gas Revenue Tax Act, any information obtained 
by or on behalf of the Minister for the purposes of this 
Act or the Petroleum and Gas Revenue Tax Act. 


Pre-RSC History: Para. 241(1)(c) added by 1987, c. 46, subsec. 
68(1), applicable after December 178 198 7% 


Selected Cases [subsec. 241(1)]: Diversified Holdings Ltd. v. 
Canada, [1989] 2.C.T.C. 10 (FCTD); aff'd [1991] 1 C.T.C..118 
(FCA) (In an action by taxpayer against the Crown, documents re- 
lated to actions taken by Revenue Canada giving rise to the litiga- 
tion hot privileged under provision); The Queen et al. v. Lau, [1987] 
2 C.T.C. 63 (FCA) (Revenue Canada permitted to use its em- 
ployee’s false return as cause for dismissal); Wilder et al. v. The 
Queen et al., [1987] 1 C.T.C. 273 (FCTD) (U.S. tax authorities re- 
ceiving information in unauthorized manner may be sued by tax- 
payer in tort); AMP of Canada Ltd. v. The Queen, [1987] 1 C.T.C. 
256 (FCTD) (Taxpayer permitted to discover competitor’s financial 
statements used by Crown to compare figures); A.G.,.Can. v. 
Thibault, [1987] 1 C.T.C. 156 (Que. CA) (Police permitted to seize 
documents in Revenue Canada’s possession for purposes of crimi- 
nal investigation); Glover v. MNR, [1982] C.T.C. ‘29 (SCC) (Di- 
vorce proceeding order that Revenue Canada disclose certain infor- 
mation quashed); Tucar v. Tucar, 81 DTC 5166 (Ont. UFC) (In 
divorce proceedings, although court lacks jurisdiction to order Min- 
ister to disclose information, it may order taxpayer to authorize 
Minister to make disclosure); MNR v. Huron Steel Fabricators 
(London) Ltd., [1973] C.T.C. 422 (FCA) (Minister ordered to dis- 
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close returns: of a taxpayer with whom. another taxpayer alleged 
transactions disallowed by Minister)... 


Information Circulars: 94-4: International fransfer pricing — ad- 


vance pricing agreements (APA). 


I.T. Technical News: No. 8 (publication of advance tax rulings); 
No. 9 (electronic publication of severed rulings). 


Application Policies: SR&ED 95-04: Conflict of interest. 
Forms: T1013: Consent form. 


(2) Idem, in legal proceedings — Notwithstand- 
ing any other Act of Parliament or other law, no offi- 
cial shall be required, in connection with any legal 
proceedings, to give or produce evidence relating to 
any taxpayer information. 
Related Provisions: 149.1(15) —Charities — information may 
be communicated. 


History: Subsec. 241(2) amended by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 137(1). Subsec. (2) formerly read: 


(2) Idem, in legal proceedings — Notwithstanding any 


other Act or law, no official or authorized person shall be re- 
quired, in connection with any legal proceedings, 


(a) to give evidence relating to any information obtained 
by or on behalf of the, Minister for the purposes: of this 
Act or the Petroleum and Gas Revenue Tax Act; or 


(b) to. produce any book, record, writing, return.or other 
document obtained by or on behalf of the Minister for the 
purposes of this Act or the Petroleum and Gas Revenue 
Tax Act. . 


Selected Cases [subsec. 241(2)]: Diversified Holdings Ltd. v. 
Canada, [1989],2.C.T.C...10. (FCTD); aff'd [1991} 1.C.T.C. 118 
(FCA) (In action by taxpayer against Crown, documents related to 
actions taken by Revenue Canada giving tise to the litigation not 
privileged). Sonat 


(3) Communication where proceedings have 
been commenced — Subsections (1) and (2) do 
not apply in respect: of 


(a). criminal proceedings, either by indictment or 
on summary conviction, that have been com- 
menced ‘by the laying of an information or the 


preferring of an indictment, under an Act of Par- 


liament; or © 
(b) any legal proceedings relating to the adminis- 


tration or enforcement of this Act, the Canada’ 


Pension. Plan, the Unemployment Insurance Act 


or the Employment Insurance Act or any. other . 


Act of Parliament or law of a province that pro- 
vides for the imposition or colléction of a tax or 
duty. 


Related Provisions: 241(11) — Meaning of “this Act”, 


History: Para. 241(3)(b) amended by 1998, c. 19, subsec. 236(2), 
deemed to have come into force on June 30, 1996. Para. 241(3)(b) 
formerly read: 


(b) any legal proceedings relating to the administration or en- 
forcement.of this Act, the Canada Pension Plan or the Em- 
ployment Insurance Act or any other Act of Parliament or law 
of a province that provides for the imposition or collection of 
a-tax or duty. 


Para. 241(3)(b) amended by 1996, c. 23, para. 187(d), to substitute 
“Employment Insurance Act? for “Unemployment Insurance Act’, 
in force June 30,:1996, 


Income Tax Act 


Subsec. 241(3) amended by 1994, c. 7, Sch: VII (1993) ¢. 24), sub-~ 

sec. 137(1): Subsec. (3) formerly read: ~ 
(3) Exception for criminal or tax proceedings — Subsec- 
tions (1) and (2) do not apply in respect of criminal proceed- 
ings, either by indictment or on summary conviction, that 
have been commenced by the laying of an information, under 
an Act of Parliament, or in respect of proceedings relating to 
the administration or enforcement of this Act or the Petro- 
leum and Gas Revenue Tax Act. 

Pre-RSC History: Subsec. 241(3) substituted by 1987, c. 46, 

subsec. 68(2), to add “that have been commenced by the laying of 

an information”, applicable after February 18, 1987, 


Information Circulars: 87-2: International transfer pricing and 
other international transactions. 


Selected Cases [subsec. 241(3)]: Tyler v. MNR, [1989] | 
Gt Ha RF ee 5 iy BY) (Minister may obtain information before crimi- 


nal proceedings ‘have been completed). 

(3.1) Circumstances involving danger — The. 
Minister may provide to appropriate persons, any tax-. 
payer information relating to: imminent danger of 

death or physical injury to any individual. 

History: Subsec. 241(3.1) added by 1994, c..7, Sch. VIII (1993, c. 

24),, subsec.’ 137(1). » 


(3.2) Registered charities — An official may 
provide to any person the following taxpayer infor- 
mation relating to a charity that at any time was a 
registered charity: ) 
(a) a copy of the charity’s governing documents, 
including its. statement of purpose; 
(b) any information provided in prescribed form’ 
to the Minister by the charity on applying for re- 
gistration under this Act; ve | 
(c) the names of the persons’ who. at any time 
were the charity’s directors and the periods: dur- 
ing which they were its directors: 


(d) a copy of the notification of the charity’s re- 
gistration, including any conditions and warn- 
ings; and wk 

(e) if the registration of the charity has been re- 
voked, a copy of any letter sent by or on behalf of 
the Minister to the charity relating tothe grounds 
for the revocation. . 


Related Provisions: 149.1(15) — Disclosure permitted of infor- 
mation in public information return. 


History: Subsec. 241(3.2) added by 1998, c. 19, s. 65, in force June 
18, 1998. 


(4) Where taxpayer information may be dis- 


closed — An official may 


(a) provide to: any person taxpayer -information 
that can reasonably be regarded as necessary for 
the purposes of the administration or enforcement 
of this Act, the Canada Pension Plan, the Unem- 
ployment Insurance Act or the Employment Insur- 
ance Act, solely for that purpose; , 


(b) provide to any person taxpayer information 
that can reasonably be regarded as necessary for 
the purposes of determining any tax, interest, 
penalty or other amount that is or may become 
payable by the person, or any refund or tax credit 
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to which the person is or may become entitled, 
under this Act or any other amount that is rele- 
vant for the purposes ‘of that determination; 


(c) provide to the person who seeks a certification 
~ referred to in paragraph 147.1(10)(a) the certifi- 
cation or a refusal to’ make the certification, 
solely for the purposes of ACEI Ce ITE a 7a 
tered pension plan, 


(d) provide taxpayer ‘information — 


(1) to an official of the Department of Finance 
solely for the purposes of the: formulation or 
evaluation of fiscal policy, 


(ii) to: an official solely for the purposes of the 
initial implementation of a fiscal policy or for 
the purposes of the administration or enforce- 
ment of an Act of Parliament that provides for 

' othe imposition’ and collection of a'tax or duty, 


(iii) to an official solely for the purposes of 
the administration or enforcement of a law of 
a province that provides for ‘the imposition or 
collection ofa tax or duty, ) 


(iv) to an official of the government of a prov- 
ince solely for the purposes of the formulation 
or evaluation ‘of fiscal policy, 


(v) to.an: official of the Department of Natural 
Resources or of the government of a province 
solely: for the purposes of the administration: 
or enforcement of a program ‘of the Govern- 
ment of Canada or of the province relating to 

_ the exploration for or exploitation of Canadian 
petroleum and gas resources, 


(vi) to an official of the government of a prov- 
ince that has received or is entitled to receive 
a payment referred to in this subparagraph, or 
to an official of the Department of Natural Re- 
sources, solely for the purposes of the provi- 
sions relating to payments to a province in re- 

‘spect of the taxable income of corporations 

earned inthe offshore area with respect to the 
province under the Canada—Nova Scotia Off- 
shore Petroleum Resources Accord Implemen- 
tation Act; chapter 28 ‘of the Statutes of Can- 
ada, 1988, the Canada-Newfoundland Atlantic 
Accord Implementation Act, chapter 3,of the 
Statutes of Canada, 1987, or similar Acts re- 
lating to the exploration for or exploitation of 
offshore Canadian” petroleum and_ gas 
resources, 


(vi.1) to an official of the Department of Nat- 
ural Resources solely for the purpose of deter- 
mining whether property is prescribed energy 
conservation property or whether an outlay or 
expense is a Canadian renewable and conser- 
vation expense, 


(vii) to an official solely for the purposes of 
the administration or enforcement.of the Pen- 
sion Benefits Standards Act, 1985 ora similar 
law of a province, 
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‘(vii. 1) to ‘an official of the’ Department of 


Human Resources Development or to’a pre- 
scribed official solely for the purpose of the 
administration or enforcement of Part III.1 of 
the Department of Human Resources Devel- 
opment Act, . 


(viii) to an official of the Department of Vet- 
eran Affairs solely for the. purposes of the ad- 
ministration of the War. Veterans Allowance 
Act or Part XI of the Merchant Navy Veteran 
and Civilian War-related Benefits Act, 


(ix) to an official of a department or agency of 
the Government of Canada or of a province as 
to the name, address, occupation; size or type 
of business of a taxpayer, solely for the pur- 
poses of enabling that department or agency 
to obtain statistical data for research and 
analysis, 


(x) to an official of the Canada Employment 


Insurance Commission or the Department of 
Employment and Immigration solely for the 


purpose of the administration or enforcement 


of, or the evaluation. or formation of policy for 
the purposes of, the Unemployment Insurance 
Act, the Employment Insurance Act or an em- 
ployment program of. the Government of 
Canada, 


(xi) to an official of the Department of Agri- 
culture and. Agri-Food or! of the government 
of a province. solely. for the purposes of the 
administration or enforcement of a program of 
the Government of Canada or of the province 
established. under..an agreement. entered into 
under the Farm Income Protection Act, 


© (xi) to’ an official of the Department of Cana- 


dian Heritage or a member of the Canadian 


» Cultural Property Export Review Board solely 
for the purposes of administering’ sections 32 


to 33.2 of the Cultural Property Export and 
Import Act, 


(xiii) to an official solely for the purposes of 
setting off against any sum of money that may 
be due or payable by Her Majesty in gh of 


Canada a debt due to 


(A) Her Majesty in right of Canada, or 
(B) Her Majesty in right of a province, or 


(xiv) to an official solely for the purposes of 
section 7.1, of the Federal-Provincial Fiscal 
Arrangements Act; 


(e) provide taxpayer information, or allow the in- 
spection of or access to taxpayer information, as 
the case may be, under, and solely for the pur- 
poses of, 


(i) subsection 36(2) or section 46 of the Ac- 
cess to Information Act, 


(ii) section 13 of the Auditor General Act, 
(iii) section 92 of the Canada Pension Plan, 


S. 241(4)(e)(iv) 


(iv) .a warrant issued under subsection 21(3) 
of the Canadian Security Intelligence Service 
Act, 


(v) an order made under subsection 462.48(3) 
of the Criminal Code, 


(vi) section 26 of the Cultural Property Ex- 
port and Import Act, 


(vii) section 79 of the Family Orders and 
Agreements Enforcement Assistance Act, 


(vill) paragraph 33.11(a) of the Old Age Se- 
curity Act, — 


(ix) subsection 34(2) or section 45 of the Pri- 
vacy Act, 


(x) section 24 of the Statistics Act, 


(xi) section 9 of the Tax Rebate Discounting 
Act, or 


(x1i) a provision contained in a tax convention 
or agreement between Canada and another 
country that has the force of law in Canada; 


(f) provide taxpayer information solely for the 
purposes of sections 23 to 25 of the Financial 
Administration Act; 


(g) use taxpayer information to compile informa- 
tion in a form that does not directly or indirectly 
reveal the identity of the taxpayer to whom the 
information relates; 


(h) use, or provide to any person, taxpayer infor- 
mation solely for a purpose relating to the super- 
vision, evaluation or discipline of an authorized 
person by Her Majesty in right of Canada in re- 
spect of a period during which the authorized per- 
son was employed by or engaged by or on behalf 
of Her Majesty in right of Canada to assist in the 
administration or enforcement of. this Act, the 
Canada Pension Plan, the Unemployment Insur- 
ance Act or the Employment Insurance Act, to the 
extent that the information is relevant for the 
purpose; 

(i) provide access to records of taxpayer informa- 
tion to the National Archivist of Canada or a per- 
son acting on behalf of or under the direction of 
the National Archivist of Canada, solely for the 
purposes of section 5 of the National Archives of 


Canada Act, and transfer such records to the care | 


and control of such persons solely for the pur- 
poses of section 6 of that Act; 


(j) use taxpayer information relating to a taxpayer 
to provide information to the taxpayer: 


(§.1) provide taxpayer information to an official 
or a designated person solely for the purpose of 
permitting the making of an adjustment to 


(i) a social assistance payment made on the 
basis of a means, needs or income test, or 


(ii) a payment pursuant to a prescribed law of 
a province in respect of a child within the 
meaning of the prescribed Jaw, 


Income Tax Act 


where the purpose of the adjustment is to take 
into account the amount determined for C in sub- 
section 122.61(1) in respect of a person for a tax- 
ation year; 


(k) provide, or allow inspection of or access to, 
taxpayer information to or by any person other- 
wise legally entitled to it under an Act of Parlia- 
ment solely for the purposes for which that per- 
son is entitled to the information; 


(1) provide the business number, name, address, 
telephone number and facsimile number of a 
holder of a business number to an official of a 
department or agency of the Government of Can- 
ada or of a province solely for the purpose of the 
administration or enforcement of an Act of Par- 
liament or a law of a province, if the holder ‘of the 
business number is required by that Act or that 
law to provide the information (other than the 
business number) to the department or agency; or 


(m) provide taxpayer information to an official of 
the government of a province solely for use in the 
Management or administration by that govern- 
ment of a program relating to payments under 
subsection 164(1.8). 


Related Provisions: 37(3) — Consultation with other govern- 
ment departments to determine R&D claims; 122.62(9) — Consul- 
tation with Health and-Welfare for determining Child Tax Benefit; 
122.64(2)(a) — Communication of Child Tax Benefit information 
to provinces; 122.64(3) — Communication of name and. address for 
enforcement of family support orders; 149.1(15) — Registered 
charity’s information return may be communicated to public; 
230.1(4) — Reports to chief electoral officer; 239(2.21) — Offence 
with ‘respect to confidential information: 241(5) — Disclosure to 
taxpayer or with taxpayer’s consent; 241(11) — Meaning of “this 
Act”; Canada-U,S. Tax Treaty, Art. XX VII — Exchange of infor- 
mation with U.S. government (for 241(4)(e)(xii)). 


History: Subpara. 241(4)(d)(vii.1), para. 241(4)(j.1) added and 
subpara. 241(4)(e)(viii). amended by 1998, c; 21 ss. 75, 97 and 120, 
in force on June 18, 1998. Subpara. 241(4)(e)(viii) formerly read: 


(viii) paragraph 33(3)(a). of the Old Age Security Act, 


Para. 241(4)(a), subpara. 241(4)(d)(x), para. 241(4)(h) amended by 
1998, c. 19, subsecs, 236(3), (4) and (7), deemed to have come into 
force on June 30, 1996. Those paras. and subpara. formerly read: 


(a) provide to any person taxpayer information that can rea- 
sonably be regarded as necessary for the purpose of the ad- 
ministration or enforcement of this Act, the Canada Pension 
Plan or the Employment Insurance Act, solely for that 


‘purpose; 


(x) to the Canada Employment Insurance Commission, or to 
an official, or a member of a class of officials, of the Depart- 
ment of Human Resources Development, solely for the pur- 
poses of the administration or enforcement of, or the evalua- 
tion or formulation of policy for the purposes of, the 
Employment Insurance Act or an employment program of the 
Government of Canada, 


(h) use, or provide to any person, taxpayer information solely 
for a purpose relating to the supervision, evaluation or disci- 
pline of an authorized person by Her Majesty in right of Can- 
ada in respect of a period during which the authorized person 
was employed by or engaged by or on behalf of Her Majesty 
in right of Canada to assist in the administration or enforce- 
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ment-of this Act, the Canada Pension Plan or the Employ- 
ment Insurance Act, to the extent that the information is rele- 
vant for that purpose; 


Cl. 241(4)(d)(xiii)(B) amended, para. 241(4)(m) added, by the said 
c. 19; subsecs. 236(5) and (8), in force June 18,°1998. Cl. 
241(4)(d)(xiii)(B) formerly read: 


(B) Her Majesty in right of a province on account of taxes 
payable to the province where an agreement exists between 
Canada and the province under which Canada is authorized to 
collect the taxes on behalf of the province, or. 


Subpara. 241(4)(e)(vii) amended by the said c. 19, subsec. 236(6), 
deemed to have come into force on May 1, 1997. Subpara. 
241(4)(e)(vii) formerly read: ; 


(vii) section 62 of the Family Orders and Agreetents En- 
forcement Assistance Act, 


Subpara. 241(4)(d)(vi.1) amended by 1997, c. 25, s. 70,. applicable 
April 25, 1997. Subpara. (d)(vi.1) formerly read: 


(vi.1) to an official of the Department of Natural Resources 
solely. for the purpose of determining whether property is pre- 
scribed energy conservation property, 


Subpara. 241(4)(d)(x) amended by 1996, c. 11, s..63, in force July 
12, 1996, to substitute “Canada Employment Insurance Commission 
or to an official, or a member of a class of officials, of the Depart- 
ment of Human Resources Development” for “Canada Employment 
and Immigration Commission or the Department of Employment 
and Immigration”. 


Subpara.. 241(4)(d)(xii) amended by 1995, c. 38, s. 5, in force July 
12, 1996, to substitute “sections 32 to 33.2” for “sections 32 and 
BXBye 


Subpara, 241(4)(d)(xii) amended by 1995, c. 11, para. 45(b), in 
force July 12, 1996, to substitute “Department of Canadian Heri- 
tage” for “Department of Communications”. 


Para: 241(4)(a), subpara. 241(4)(d)(x), and para. 241(4)(h) amended 
by 1996; c. 23, para. 187(d), to substitute “Employment Insurance 
Act? for “Unemployment Insurance Act’, in force June 30, 1996. 


Para. 241(4)(1) added by 1996, c. 21, subsec. 59(1), applicable June 
20, 1996. 


Subpara. 24.1(4)(d)(xiv) amended by 1995, c. 17, subsec. 45(2), to 
substitute ‘““Federal-Provincial Fiscal Arrangements Act” for “Fed- 
eral-Provincial Fiscal Arrangements and Federal Post-Secondary 
Education and Health Contributions Act’, in force April 1, 1996. 


Subpara. 241(4)(d)(vi.1) added by 1995, c. 3, subsecs. 51(1) and 
(3), applicable after February 21, 1994. 


Subparas. 241(4)(d)(v) and (vi) amended by 1994, c. 41, subsec. 
38(1), in force January 12, 1995. Subparas. (v) and (vi) formerly 
read: 


(vy) to an official of the Department of Energy, Mines and Re- 
sources or of the government of a province solely for the pur- 
poses of the administration or enforcement of a program of 
the Government of Canada or of the province relating to the 
exploration for or exploitation of Canadian petroleum and gas 
resources, ’ 


(vi) to an official of the government of a province. that has 
received or is entitled to receive a payment referred to in this” 
subparagraph, or to an official of the Department of Energy, 
Mines and Resources, solely for the purposes of the provi- 
sions relating to payments to a province in respect of the taxa- 
ble income of corporations earned in the offshore area with 
respect to the province under the Canada—Nova Scotia Off- 
shore Petroleum Resources Accord Implementation Act, 
chapter 28-of the Statutes of Canada, 1988, the Canada-New- 
foundland Atlantic Accord Implementation Act, chapter 3 of 
the Statutes of Canada, 1987, or similar Acts relating to the 
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exploration for or exploitation of offshore Canadian petro- 
leum and gas resources, 


Subpara. 241(4)(d)(xi) amended by 1994, c. 38, subsec. 26(1), to 
substitute “Department of Agriculture and Agri-Food” for “Depart- 
ment of Agriculture”, in force January 12, 1995. 


Subsec. 241(4) amended by 1994, c. 7, Sch. VIII (1993, c. 24), sub- 
sec. 137(1), applicable as of June 10, 1993. Subsec. (4) formerly 
read: 


(4) Other exceptions — An official or authorized person 
may, 


(a) in the course‘of the duties of the official or authorized 
person in connection with the administration or enforce- 
ment of this Act or the Petroleum and Gas Revenue Tax 
Act, 


(i) communicate or allow to be communicated to an 
official or authorized person information obtained by 
or on behalf of the Minister for the purposes of this 
Act or the Petroleum and Gas Revenue Tax Act, and 


(ii) allow. an official or authorized person to inspect 
or to have access to any book, record, writing, return 
or other document obtained by or on behalf of the 
Minister for the purposes of this Act or the Petro- 
leum and Gas. Revenue Tax Act; 


(b) under prescribed conditions, communicate or allow to 
be communicated information obtained under this Act or 
the Petroleum and Gas Revenue Tax Act, ot allow in- 
spection of or access to any written statement furnished 
under this Act or the Petroleum and Gas Revenue Tax 
Act, to the government of any province in respect of 
which information and written statements obtained by the 
government of the province, for the purpose of a law of 
the province that imposes a tax similar to the tax imposed 
under this Act or the Petroleum and Gas Revenue Tax 
Act, are communicated or furnished on a reciprocal basis 
to. the Minister; 


(c) communicate or allow to be communicated informa- 
tion obtained under this Act or the Petroleum and Gas 
Revenue Tax Act, or allow inspection of or access to any 
book, record, writing, return or other document obtained 
by or on behalf of the Minister for the purposes of this 
Act or the Petroleum and Gas Revenue Tax Act, to or by 
any sey ce legally entitled thereto; 


(d) communicate or allow to be Sane gimicatets to a tax- 
payer information obtained under this Act or the Petro- 
leum and Gas Revenue Tax Act that may reasonably be 
regarded as necessary for the purposes of determining 
any tax, interest, penalty or other amount payable by the 
taxpayer or any refund or tax credit to which the taxpayer 
is entitled under this Act or the Fetroleum and Gas Reve- 
nue Tax Act, 


(e) communicate or allow to be communicated to a tax- 
payer information obtained under this Act or the Petro- 
leum and Gas Revenue Tax Act from a transferor of prop- 
erty to the taxpayer that relates to the cost, capital cost or 
“adjusted cost base to the taxpayer of the property, if, 
under any provision of this Act or the Petroleum and Gas 
Revenue. Tax Act or the Income Tax Application Rules, 
the cost, capital cost or,adjusted cost base is an amount 
other than the consideration paid by the taxpayer for that 


property; 


(e.1) communicate. or allow to be communicated to the 
person who seeks a certification referred to in paragraph 
147.1(10)(a) the certification or a refusal to make the cer- 
tification, for the purposes of administering a registered 
pension plan; 
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(f) communicate or allow to be communicated informa- 
tion obtained under this Act or the Petroleum and Gas 
Revenue Tax Act 


(i) to an official of the Department of Finance solely 


for the purposes of evaluating and formulating tax, 


policy, 


(i1) to.an official of the Department of National Rev- 


enue, Customs and Excise, solely for the purposes of 
administering or enforcing the Customs Act, the Cus- 
toms Tariff, the Excise Tax Act or the Excise Act, 


(iii) to an official of the Department of Energy, 
Mines and Resources or to the government of a prov- 
ince solely. for the purposes of administering or en- 
forcing a prescribed program of the Government of 
Canada or of the province relating to the exploration 
for or exploitation of Canadian petroleum and gas 
resources, ; 


(iv) to an official of the appropriate department or 
agency of the Government of Canada solely for the 
purpose of administering subsection 127(11.3) and 
the definitions “approved: project” and: “approved 
project property” in subsection 127(9), 


(v) to the government of a province that has received 
or is entitled to receive a payment referred to in this 
subparagraph or to an official of the Department of 
Energy, Mines and Resources solely for the purposes 

_ of the provisions relating to payments to a province 
in. respect of the taxable income of corporations 
earned in the offshore area with respect to the prov- 
ince under the Canada—-Nova Scotia Oil and Gas 
Agreement Act, chapter 29 of the Statutes of Canada, 
1984, the Canada-Newfoundland Atlantic Accord 
Implementation Act, chapter 3.of the Statutes of Can- 
ada, 1987, or similar Acts relating to the exploration 
for or exploitation of offshore Canadian petroleum 
and gas resources, and 


(vi) to an official of the Office of the Superintendent 
of Financial Institutions solely for the purpose of 
providing the Minister with advice with respect to 
any matter relating to pension plans; 


(f.1) communicate or allow to be communicated informa- 
tion obtained under this Act or the Petroleum and Gas 
Revenue Tax Act to an official of the Department of Vet- 
erans Affairs solely for the-purposes of administering the 
War Veterans Allowance Act or Part XI of the Merchant 
Navy Veteran and Civilian War-related Benefits Act; 


(g) communicate or allow to be communicated informa- 
tion obtained under this Act or the Petroleum and Gas 
Revenue Tax Act as to the name, address, occupation or 
size or type of business of a taxpayer to an official of a 
department or agency of the Government of Canada or of 
a province, solely for the purpose of enabling that depart- 
ment or agency to obtain statistical data for research and 
analysis; 


(h) communicate or allow to be communicated informa- 
tion obtained under this Act or the Petroleum and Gas 
Revenue Tax Act to an official of the Canada Employ- 
ment Immigration Commission or the Department of Em- 
ployment and Immigration solely for the purposes of ad- 
ministering, evaluating or enforcing the Unemployment 
Insurance Act or a prescribed employment program; 


(h.1) communicate or allow to be communicated to.a tax- 
payer information obtained under this Acct, regarding ex- 
penses in respect of which a‘deduction is denied under 
subsection 18(2) or (3.1) to any ‘other taxpayer, that is 
necessary for the’ purpose of determining the cost or ad- 
justed cost base, asthe case may be, to the taxpayer of 
any property; 
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(h.2) communicate or allow:to be communicated to a tax- 
payer information obtained under this Act from a corpo- 
ration that previously owned or had an interest in prop- 
erty of the taxpayer that relates to. the control of. the 
corporation or the question. whether the corporation was 
exempt from tax under Part I on its taxable income if it is 
necessary for the purposes of determining under this Act 


~ whether again from a disposition of the property accrued 


while the property was a’ property of a corporation con- 
trolled directly or indiréctly in any manner whatever by 
one or more non-resident persons or of a corporation éx- 
empt from tax under Part I on its taxable income; 


(i) communicate or allow. to be communicated, pursuant 


to an order made under subsection 462.48(3) of the Crim- 


inal Code, information obtained under this Act: 


Q) communicate or allow to be communicated to an offi- 
cial, solely for the purposes of administering or enforcing 
the Pension Benefits Standards Act, 1985 or a similar law 
of a province, i} 


(i) information obtained under this Act 


(A) as to the identity of a pension plan in respect 
of which application for registration for the pur- 
poses of this Act has, at any time, been made, 


(B) as to the names and addresses of the persons 
who are, have been or will be responsible for the 
administration of a pension plan referred to in 
clause (A), ’ 


(C) as to the names and addresses of the employ- 
ers who participate, have participated or will par- 
ticipate in a pension plan referred to in clause 
(A), ; 


(D) as to the terms of a pension plan referred to 
in clause (A), a trust deed, insirance contract or 
other document relating to the funding of bene- 
fits under such a plan or an amendment or pro- 
posed, amendment to such a plan or document, or 


(E) as to the date of termination or partial termi- 
nation of a pension plan referred to in clause (A), 


(1i) information as to whether a pension plan is or 
was a registered pension plan, 


(iii) the date of registration of a pension plan that is 
or was a registered pension plan, or 


(iv) in the case of a pension plan the registration of 
which under this Act has been refused or revoked, 
the date of the réfusal’ or révocation ‘and ‘the reason 
therefor; 


(k) communicate or allow to be communicated informa- 
tion obtained under this’ Act to an ‘official of.the Depart- 
ment of Agriculture or to an official of the government of 
a province solely for the purposes of administering or en- 
forcing a program of the Government of Canada or of the 
province. established under an agreement entered into 
pursuant to the Farm Income Protection Act: % 


(1), communicate or allow to be communicated informa- 
tion obtained under this Act to an official of the Depart- 
ment of Communications or a member of the Canadian 
Cultural Property Export Review Board, solely for the 
purpose of administering the provisions of sections 32 
and 33 of the Cultural Property Export and Import Act; 
or 


(m) communicate or allow to be communicated informa- 
tion obtained under this Act to an. official or authorized 
person for the purpose of setting off against any sum of 
money that is due or payable by Her Majesty in right of 
Canada a debt due to 


(i) Her-Majesty in right of Canada, or 
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(ii) Her Majesty in right of a province on account of 
taxes payable to the province where an agreement 
exists between Canada and the province under which 
Canada is authorized to collect the taxes on behalf of, 
the province. 


Pata. 241(4)(f.1) amended by 1994, c. 7, Sch. TV (1992, c. 24), s. 
16, to substitute “Merchant Navy Veteran and Civilian War-related 
Benefits Act” for “Civilian War Pensions and Allowances Act’, 
deemed to have come into force July 1, 1992. 


Para. 241(4)(g) amended to substitute “size or type of business” for 
“type of business”, and “for the purpose of” for “for the purposes 
of’, and paras. (1), (m) added, by 1994, c. 7, Sch. II (1991, c. 49), 
subsecs. 190(1), (2). we 
Pre-RSC History: Para. 241(4)(k) added by 1991, c. 22, s. 26, 
deemed in force April 1, 1991. 


Paras. 241(4)(e.1) and (j) and subpara. (f)(vi) added by 1990, c. 35, 
subsecs. 26(1) to (3), applicable after 1988. 


Para. 241(4)(f)(iv) amended by 1990, c. 1, s. 30, to stibstitute “ap- 
propriate department or agency of the Government of Canada” for 
“Department of Regional Economic Expansion”, in force February 
23; 1990. 


Para. 241(4)(d) substituted by 1988, c. 55, subsec. 183(1). Para. (d) 
formerly read: 


(d) communicate or allow to be communicated to a taxpayer ~ 
information obtained under this Act or the Petroleum and 
Gas Revenue Tax Act regarding the income of his spouse or 
of any other person that is necessary for the purposes of de- 
termining any tax, interest, penalty or other amount payable 

~ by the taxpayer or of any refund to which he is entitled under 
this Act or the Petroleum and Gas Revenue Tax Act; 


Paras. 241(4)(h.1), (h.2) added by 1988, c, 55, subsee. 183(2). Para. 
241(4)(h.1) applicable. after 1987; para. 241(4)(h.2) applicable after 
4 p.m. EDST, September 25, 1987. 


Para. 241(4)(i) added by 1988, c. 51, s. 14, applicable from January 
IetOay. 


Subparas. 241(4)(f)(iv), (v) added by 1987, c. 46, subsec. 68(3); 
subpara. (iv) applicable after June 5,:1987 and subpara. (v) applica- 
ble to. 1982 et seq. 


Para. 241(4)(e) amended by 1986, c. 55, s. 77, to substitute “cost, 
capital cost or adjusted cost base” for “cost or capital cost” (in two 
places), applicable after February 25, 1986. 


Para. 241(4)(f.1) added by 1984, c. 19, s. 30, in force July 1, 1984, 


Subpara. 241(4)(f)(aii), paras. 241(4)(g), (h) added by 1980-81-82- 
83, c. 140, subsecs. 126(1),@2). 


Paras. 241(4)(d) substituted, 241(4)(e), (f) added by 1980-81-82-83, 
c. 48, subsec, 107(1). 


Para. 241(4)(d) added by 1978-79, c. 5, s. 9. 
Regulations: 3004 (prescribed law of a province for 


241(4)(:1) Gi); 8200.1 (prescribed energy conservation property for 
241(4)(d)(vi-1)). 


Forms: T1013 — Consent form. 


(4.1) Measures to prevent unauthorized use 
or disclosure — The person who presides at a le- 
gal proceeding relating to the supervision, evaluation 
or discipline of an authorized person may order such 
measures as are necessary to ensure that taxpayer in- 
formation is not used or provided to any person for 
any purpose not relating to that proceeding, 
including 


(a) holding a hearing in camera, 
(b) banning the publication of the information; 
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(c) concealing the identity of the taxpayer to 
whom the information relates; and 
(d) sealing the records of the proceeding. 


Related Provisions: 239(2.2) — Offence with respect to confi- 
dential information; 238(1) — Punishment for failing to comply. 


History: Subsec. 241(4.1) added by 1994, c. 7, Sch. VIII (1993, c. 


24), subsec. 137(1). 


(5) Disclosure to taxpayer or on consent — 
An official may provide taxpayer information relat- 
ing to a taxpayer 
(a) to the taxpayer; and 
(b) with the consent of the taxpayer, to any other 
person. : 
Related Provisions: 238(1) — Punishment for failing to comply; 


-241(4)G) — Disclosure to taxpayer permitted. 


History: Subsec. 241(5) amended by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 137(1). Subsec. (5) ‘formerly read: 


(5) Return of copy of books, etc. — Notwithstanding any- 
thing in this section, the Minister may permit a copy of any 
book, record, writing, return or other document obtained by 
or on behalf of the Minister for the purposes of this Act or the 
Petroleum and Gas Revenue Tax Act to be given to the person 
from whom the book, record, writing, return or other docu- 
ment was obtained or. the legal representative of that person, 
or to the agent of that person or of the legal representative 
authorized in writing in that behalf. 


Forms: T1013 — Consent form. 


(6) Appeal from order or direction — An order 
or direction that is made in the course of or in con-. 
nection with any legal proceedings and that requires 
an official or authorized person to give or produce 
evidence relating to any taxpayer information may, 
by notice served on all interested parties, be ap- 
pealed forthwith by the Minister:or by the person 
against whom the order or direction is made to 


(a) the court of appeal of the province in which 
the order or direction is made, in the case of an 
order or direction made by a court or other tribu- 
nal established by or pursuant to. the laws of the 
province, whether or not that court or tribunal is 
exercising a jurisdiction conferred by the laws of 
Canada; or | 


(b) the Federal Court of Appeal, in the case of an 
order or direction made by a court or other tribu- 
nal established by or pursuant to the laws of 
Canada. 


History: That portion of subsec. 241(6) preceding para. (a) 
amended by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 137(2). That 
portion formerly read: 


(6) Appeal from order or direction — An order or direction 
made in the course of or in connection with any legal pro- 
ceedings requiring an official or authorized person to give ev- 
idence relating to any information or produce any book, re- 
cord, writing, return or other document obtained by or on 
behalf of the Minister for the purposes of this Act or the Pe- 
troleum and Gas Revenue Tax Act, may, by notice served on 
all interested parties, be appealed forthwith by the Minister or 
by the person against whom the order or direction is made to 


(7) Disposition of appeal — The court to which 
an appeal is taken pursuant to subsection (6) may al- 
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low the appeal and quash the order or direction ap- 
pealed from or dismiss the appeal, and the rules of 
practice and procedure from time to time governing 
appeals to the courts shall apply, with such modifica- 
tions as the circumstances require, to an appeal insti- 
tuted pursuant to that subsection. | 


(8) Stay of order or direction — An appeal insti- 
tuted pursuant to subsection (6) shall stay the opera- 
tion of the order or direction appealed from until 
judgment is pronounced. 


(9) [Repealed under former Act] 


Pre-RSC History: Subsec. 241(9) repealed by 1988, c. 55, subsec. 
183(3). Subsec. 241(9) formerly read: 


(9) Offence — Every person 


(a) who, being an official or authorized person, contra- 
venes subsection (1), or 


(b) to whom information has been provided pursuant to 
subsection (4) who uses, communicates or allows to be 
communicated such information for any purpose other 
than that for which it was provided, 


is guilty of an offence and is liable on summary conviction to 


a fine not exceeding $1,000 or-to imprisonment for a term not 
exceeding 2 months or to both such fine and imprisonment. 


Subsec. 241(9) substituted by 1980-81-82-83, c.48, subsec. 107(2). 
(10) Definitions — In this section, 


“authorized person” means a person who is en- 
gaged or employed, or who was formerly engaged or 
employed, by or on behalf of Her Majesty in right of 
Canada to assist in carrying out the provisions of this 
Act, the Canada Pension Plan, the Unemployment 
Insurance Act or the Employment Insurance Act; 
Related Provisions: 241(11) — Meaning of “this Act”. 
History: The definition “authorized. person”. in subsec. 241(10) 


amended by 1998, c. 19, subsec, 236(10), deemed to have come into 
force on June 30, 1996. The definition formerly read: 


“authorized person” means a person who is engaged or em- 
ployed, or who was formerly engaged or employed, by or on 
behalf of Her Majesty in right of Canada to assist in carrying 
out the provisions of this Act, the Canada Pension Plan or 
the Employment Insurance Act; 


The definition of “authorized person” in subsec. 241(10) amended 
by 1996, c. 23, para. 187(d), to substitute “Employment Insurance 
Act” for the “Unemployment Insurance Act’, in force June 30, 1996. 


“Authorized person” in subsec. 241(10) amended by 1994, c. 7, 


Sch. VIII (1993, c. 24), subsec. 137(3). That definition formerly 
read: ia te 


“authorized person” means any person engaged or employed, 
or formerly engaged or employed, by or on behalf of Her 
Majesty in right of Canada or a province to assist in carrying 
out the purposes and provisions of this Act or the Petroleum 
and Gas Revenue Tax Act; 


“business number” — [Repealed] 


History: The definition “business number” in subsec. 241(10) re- 
pealed iby 1998, c. 19, subsec. 236(9), in force June 18, 1998, The 
definition formerly read: 


“business number” means the number (other than a Social In- 
surance Number) used by the Minister to identify 


(a) a corporation or partnership, or 


(b) any other association or taxpayer that carries on a 
business or is required by this Act to deduct or withhold 
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an amount from an amount paid or credited or deemed to 
» be paid or credited under this Act:: 


The definition “business number” added to subsec. 241(10) by 
1996, c. 21, subsec. 59(2), applicable June 20, 1996: 


“court of appeal” has the meaning assigned, by the: 
definition “court of appeal” in section 2 of the Crim: 
inal Code; 
History: “Court of appeal” in subsec. 241(10) amended by 1994, c. 


7, Sch. VII (1993, c. 24); subsec. 137(3). That definition formerly 
read: 4 


“court of appeal” has the meaning assigned by paragraphs (a) 
to G) of the definition “court of appeal” in section 2 of the 
Criminal Code; Sgt 


“designated person” means any person who. is em- 
ployed in the service of, who occupies a position..of 
responsibility in the service of, or who is engaged by 
or on behalf of, ap 


(a) a municipality in Canada: or 


(b) a public body performing a function of gov- 
ernment in Canada, 


or any person who was formerly so employed, who 
formerly. occupied such a position or who was for- 
merly so engaged; 

History: The definition “designated person” added to subsec. 
241(10) by 1998, c. 21, subsec. 97(3), in force on June 18, 1998. 


“official” means any person who is employed in the 
service of, who occupies a position of responsibility 
in the service of, or who is engaged by or on behalf 
of, iat es 


(a) Her Majesty in right of Canada or a province, 
or 


(b) an authority engaged in administering a law 
of a province similar to the Pension Benefits 
Standards Act; 1985, 


or any person who was formerly so employed, who 
formerly occupied such a position or who was for- 
merly so engaged and, for the purposes of subsection’ 
239(2.21), subsections (1) and (2), the! portion: of 
subsection (4) before paragraph (a), and subsections 
(5) and (6), includes a designated: person; ; 
History: The closing words of the definition “official” in subsec. 


241(10) amended by 1998,'c.21, subsec. 97(2), in force on June:18; 
1998. The closing words formerly read: iz) 


or any person who was formerly so employed, who formerly 
occupied such a position or who was formerly so engaged: 
“Official” in subsec. 241(10) amended by 1994, ¢; Ty Scie ivi 
(1993, c. 24), subsec. 137(3). That definition formerly read: 
“official” means any person employed in or Occupying ‘a posi- 
tion of responsibility To 
(a) in the service of Her Majesty in right of Canada or a 
province, or ; 
(b) in the service of an authority engaged in administer- 
ing a law of a province similar to the Pension Benefits 
Standards Act, 1985 ' ~s 


or any person formerly so employed 
position therein. 


Application Policies: SR&ED 95-04: Conflict of interest. . 


or formerly occupying a 
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“taxpayer information” means information of any 
kind and in any form relating to one or more taxpay- 
ers that is 


(a) obtained by or on behalf of the Minister for 
the purposes of this Act, or 


(b) prepared from information referred to in para- 
graph (a), | | 
but does. not include information that does not di- 
rectly or indirectly reveal the identity of the taxpayer 
to whom it relates. 


Related Provisions: 122.64(1) — Confidentiality of information; 
241(11) — Meaning of “‘this Act”. 


History: “Taxpayer information” added to subsec. 241(10) by 
1994, c. 7, Sch. VII (1993, c. 24), subsec. 137(3). 


Pre-RSC History: The definition “authorized person” was para. 
241(10)(b); “court of appeal”, para. 241(10)(c); “official”, para. 
241(10)(a). 


Para. 241(10)(a) amended by 1990, c. 35, subsec. 26(4), to split off 
subpara. (i) and add subpara. (ii), applicable after 1988. 


Paras. 241(10)(a), (b) amended by 1987, c. 46, subsec. 68(4), to 
substitute in paras. (a), (b), “Her Majesty in right of Canada or a 
province” for “Her Majesty”, applicable after February 18, 1987. 


(11) PGRT Act references — The references in 
subsections (1), (3), (4) and (10) to “this Act” shall 
be read as references to “‘this Act or the Petroleum 
and Gas Revenue Tax Act’. 


History: Subsec. 241(11) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 137(3). . 


Pre-RSC History [s. 241]: By 1980-81-82-83, c. 68, s. 117 wher- 
ever the expression “this Act” appears in s. 241 there shall in each 
case be substituted therefor the expression “this Act or the Petro- 
leum and Gas Revenue Tax Act”. 


Selected Cases [s. 241]: Page v. Canada, [1996] 1 C.T.C. 2697 
(TCC) (Minister ordered to produce records, but not tax returns, re- 
lating to decision not to assess other directors); Crestbrook Forest 
Industries v. Canada, [1991] 2 C.T.C. 195 (FCTD); aff'd [1992] 1 
C.T.C. 100 (FCA) (Confidential documents used by Minister as ba- 
sis for assessment to be disclosed to taxpayer, even where supplied 
by other taxpayers who object to production); Diversified Holdings 
Ltd. y. Canada, [1991]-1 C.T.C. 118 (FCA) (Docket notations made 
by collection investigation officers on internal self-generated docu- 
ments not based on information given to Revenue Canada under the 
Act not confidential); Tyler v. MNR, [1991], 1 C.T.C.,13, (FCA) 
(Minister prohibited from communicating information obtained 
under provision to RCMP during period in which drug trafficking 
charges remained outstanding). 


Definitions [s. 241]: “adjusted cost base” — 54, 248(1); “author- 
ized person” — 241(10); “business” — 248(1); “business num- 
ber” — 248(1); “Canada” — 255; “corporation” — 248(1), Inter- 
pretation Act 35(1); “court of appeal” — 241(10); “designated 
person” — 241(10); “employed”, “employer”, “Minister”, “New- 
foundland offshore area”, “non-resident” — 248(1); “official” — 
241(10); “person”, “prescribed”, “property” — 248(1); “prov- 
ince” — Interpretation Act 35(1); “registered charity”, “registered 
pension plan” —248(1); “taxable income” — 2(2),° 248(1); “tax- 
payer” — 248(1); “taxpayer information” — 241(10); “this Act” — 
241(11); “writing” — Interpretation Act 35(1). 


242. Officers, etc., of corporations — Where a 
corporation commits an offence under this Act, any 
officer, director or agent of the corporation who di- 
rected, authorized, assented to, acquiesced in or par- 
ticipated in the commission of the offence is a party 
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to and guilty of the offence and is liable on convic- 
tion to the punishment provided for the offence 
whether or not the corporation has been prosecuted 
or convicted. 


Related Provisions: 227.1 — Liability of directors; 236 — Cor- 
porate directors and officers entitled to execute documents. 


Selected Cases [s. 242]: Chilton Insurance Consultation Inc.-v. 
Canada, {1996] 2 C.T.C. 185 (Sask. Ct. QB) (Company struck off 
provincial Register still liable to file tax returns; director personally 
liable to penalty); The Queen v. Swendson, [1987] 2 C.T.C. 199 
(Alta. QB) (Although Crown need not prove mens rea, it must es- 
tablish corporation’s guilt and defendant’s participation). 


Definitions: “corporation” — 248(1), Interpretation Act 35(1). 


Information Circulars: 73-10R3: Tax evasion. 


243. Power to decrease punishment — Not- 
withstanding the Criminal Code or any other statute 
or law in force on June 30, 1948, the court has, in 
any prosecution or proceeding under this Act, no 
power to impose less than the minimum fine or im- 
prisonment fixed by this Act or to suspend sentence. 


Procedure and Evidence 


244. (1) Information or complaint — An infor- 
mation or complaint under this Act may be laid or 
made by any officer of the Department of National 
Revenue, by a member of the Royal Canadian 
Mounted Police or by any person thereto authorized 
by the Minister and, where an information or com- 
plaint purports to have been laid or made under this 
Act, it shall be deemed to have been laid or made by 
a person thereto authorized by the Minister and shall 
not be called in question for lack of authority of the 
informant or complainant except by the Minister or 
by a person acting for the Minister or Her Majesty. 


(2) Two or more offences — An information or 
complaint in respect of an offence under this Act 
may be for one or more offences and no information, 
complaint, warrant, conviction or other proceeding 
in a prosecution under this Act is objectionable or 
insufficient by reason of the fact that it relates to two 
or more offences. 


(3). Venue — An information or complaint in re- 
spect of an offence under this Act may be heard, 
tried or determined by any court, judge or justice if 
the accused is resident, carrying on business, found 
or apprehended or is in custody within the territorial 
jurisdiction of the court, judge or justice, as the case 
may be, although the matter of the information or 
complaint did not arise within that jurisdiction. 
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(4) Limitation period — An information or com=: 


plaint under the provisions of the Criminal Code te- 
lating to summary convictions, in respect of an of- 
fence under this Act, may be laid or made at any 


time but not later than 8 years after the day on which: 


the matter of the information or complaint arose. 


Pre-RSC History: Subsec.' 244(4) substituted byet988;2¢3<h57 


subsec. 184(1). Subsec. 244(4) formerly read: 


(4) Limitation of prosecutions — An information or com- 
plaint under the provisions of the Criminal Code relating to 
summary convictions, in respect of an offence under this Act; 
may be laid or made on or before a day 5 years from the time 
when the matter of the information ‘or complaint arose or 
within one year from the day on which evidence, sufficient in 
the opinion of the Minister to justify a prosecution for the of- 
fence, came to his knowledge, and the Minister’s certificate 
as to the day on which such evidence came to his knowledge 
is conclusive evidence thereof. 


Selected Cases [subsec. 244(4)]: Giles v. Print Three et all. 
[1988] 1.C.T.C. 1 (Ont. SC) (Subpoena issued against director of 
taxation upheld because his testimony relevant to interpretation of 
provision and application of Charter); Smerchanski v. MNR, [1976] 
C.T.C. 488 (SCC) (Taxpayer who settled with Crown to avoid pros- 
ecution not permitted to impugn settlement on grounds of duress 
subsequent to expiry of limitation period), 


(5) Proof of service by mail — Where, by this 
Act or a regulation, provision is made for sending by 
mail a request for information, notice or demand, an 
affidavit of an officer of the Department of National 
Revenue, sworn before a commissioner or other per- 
son authorized to take affidavits, setting out that the 


officer has knowledge of the facts in the particular. 


case, that such a request, notice or demand was sent 
by registered letter on a named day to the person to 
whom it was addressed (indicating the address) and 
that the officer identifies as exhibits attached to the 
affidavit the post office certificate of registration of 
the letter or a true copy of the relevant portion 
thereof and a true copy of the request, notice or de- 
mand, shall, in the absence of ‘proof to the contrary, 
be received as evidence of the sending and of the re- 
quest, notice or demand. 


Related Provisions: 244(11) — Presumption that affidavit valid;. 


244(14) — Mailing date deemed to be date of notice; 248(7)(a) — 
Mail deemed received on day mailed; Interpretation Act Hes) AV) ea 
Evidence is rebuttable. 


Pre-RSC History: Subsec. 244(5) substituted by 1977-78, c. 32s: 


53,,applicable after December 31, 1978. Subsec. 244(5) formerly 
read: 


(5) Where, by this Act or a regulation, provision is made for 
sending by mail a request for information, notice or demand, 
an affidavit of an officer of the Department. of National Reve- 
nue sworn before a commissioner or other person authorized 
to take affidavits setting out that he has charge of the appro- 
priate records, that he has knowledge of the facts in the par- 
ticular case, that such a request, notice or demand was sent by 
registered letter on a named day to the person to whom it was 
addressed (indicating such address) and that he identifies as 
exhibits attached to the affidavit the post office certificate of 
registration of the letter or a true copy of the relevant portion 
thereof and a true copy of the request, notice or demand shall 
be received as prima facie evidence of the sending and of the 
request, notice or demand. 


Income Tax ‘Act 


(6) Proof of personal service — Where? by this 
Act or a regulation, provision is made for personal 
service of a request for information, notice or de: 
mand, an affidavit of an officer of the Department of 
National Revenue sworn before a commissioner. or 
other person authorized to take affidavits setting out 
that the officer has knowledge of the facts in the par- 
ticular case, that such a request, notice or demand 
was served personally on a named’ day on the person 
to whom it was directed and that the officer idénti- 
fies as an exhibit attached to the affidavit a true copy 
of the request, notice or demand, shall; in the ‘ab- 
sence of proof to the contrary, be received as évi- 
dence of the personal service and of the request; no- 
tice or demand. | ; ; 


Related Provisions: 244(11) — Presumption that ‘affidavit valid: 
Interpretation Act 25(1) — Evidence is rebuttable. 


Pre-RSC History: Subsec. 244(6) substituted by 1977-78, c: 32, s. 
53, applicable after December 31,1978: Subsec: 244(6) formerly 
read: 


(6) Where, by this Act or a regulation, provision is made for 
‘personal service’ of a request for information, notice or de- 
mand, an affidavit of an officer of the Department of National 
Revenue sworn before a commissioner or other person, au- 
thorized to take affidavits setting out that he-has charge of the 
appropriate records, that he has knowledge of the facts in the 

. particular. case, that’ sucha request, notice or-demand “was 
served personally on a named day on the.person.to whom it 
was directed and that he identifies as an exhibit attached to 

" the affidavit a true copy of the request, notice or demand shall ' 
be received as prima facie evidence of the personal service 
and of the request, notice or demand, 


(7) Proof of failure to comply — Where. by. this 


Act or a regulation, a person is required to make.a 
return, statement, answer or certificate, an affidavit 
of an officer of the Department of National Revenue, 
sworm before a commissioner or other person author- 
ized to take affidavits, setting out that the officer has 
charge of the appropriate records and that after a 
careful examination and search of those records the 
officer has been unable to find in a given case that 
the return, statement, answer or certificate, as the: 
case may be, has been made by that person, shall, in 
the absence of proof to the contrary, be received as 
evidence that in that case that person did not make 
the return, statement, answer or Certificate, as the 
case may be. ae ron 
Related Provisions: 244(11) — Presumption that affidavit valid; 
Interpretation Act 25(1)—,Eyidence is rebuttable. 

Selected Cases [subsec. 244(7)]: Maritime Construction Ltd. 
v. ‘Canada, [1989] 1 C.T.C.:306 (N.B. QB) (Appeals from convic 


tions for failing to file returns allowed where trial judge refused to 
allow cross-examination on affidavits taken’ under provision). 


(8) Proof of time of: compliance — Where; i by 
this Act or a regulation, a person is required to make 
a retur, statement, answer or certificate, an affidavit 
of an officer of the Department of National Revenue, 
sworn before a commissioner or other person author- 
ized to take affidavits, setting out that the officer has 
charge of the appropriate records and that after care~> 
ful examination of those records the officer has 
found that the return, statement, answer or Certificate 
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was filed or made on a particular day, shall, in the 
absence of proof to the contrary, be received as evi- 
dence that it was filed or made on that day and not 
prior thereto. 


Related Provisions: 244(1 1). Presumption that atiigavit valid; 
Interpretation Act 25(1) — ~ Evidence is rebuttable. 


(9) Proof of documents — ‘An affidavit of an oF: 
ficer of the Department of National Revenue, sworn 


before a commissioner or other person authorized to 


take affidavits, setting out that the officer has charge 
of the appropriate records and that a document an- 
nexed to the affidavit is a document or true copy of a 
document, or a print-out of an electronic document, 
made by or on behalf of the Minister or a person ex- 
ercising a power of the Minister or by or on behalf of 
a taxpayer, is evidence of the nature and contents of 
the document. 


Related Provisions: 231.5(1)— Copy of document seized or 
examined may be used in court proceedings; 244(11) — Presump- 
tion that. affidavit valid; Interpretation Act 25(1) — Evidence is 
rebuttable. 


History: Subsec. 244(9) amended by 1998, c. 19, subsec. 237(1), in 
force June 18, 1998. Subsec. 244(9) formerly read: 


(9) An affidavit of an officer of the Department of National 
Revenue, sworn before a commissioner or other person au- 
thorized to take affidavits, setting out that the officer has. 
charge of the appropriate records and that a document an- 
nexed thereto is a document or true copy of a document made 
by or on behalf of the Minister or a person exercising the 
powers of the Minister or by or on behalf of a taxpayer, shall, 
in the absence of proof to the contrary, be received as evi- 
dence of the. nature. and contents of the document.and shall be 
admissible in evidence and have the same probative force as 
the original document would have if it had been proven in the 
ordinary yey: ie 


(10) Proof of no ENT _ Hin affidavit of an of- 
ficer of the Department of National Revenue, sworn 
before a commissioner or other person authorized to 
take affidavits, setting out that the officer has charge 
of the appropriate records and has knowledge of the 
practice of the Department and that an examination 
of the records shows that a notice of assessment for a 
particular taxation year or a notice of determination 
was mailed or otherwise communicated to a taxpayer 
on a particular day pursuant to this Act and that, af- 
ter careful examination and search of those records, 
the officer has been unable to find that a notice of 
objection or of appeal from the assessment or deter- 
mination or a request under subsection 245(6), as the 
case may be, was received within the time allowed 
therefor, shall; in the absence of proof to the con- 


trary, be received as evidence of the statements con-. 


tained therein. 


before whom the affidavit \ was sworn 


S.:244(13) 


Related Provisions: 244(1 1) — Presumption that affidayit valid, 
Interpretation Act 20th) Evidence is rebuttable. 


Pre-RSC History: Subsec. 244(10) substituted by 1988, c. 55, 
subsec. 184(1.1). Subsec. 244(10) formerly read: 


(10) Proof of no appeal — An affidavit of an officer of the 
Department of National Revenue, sworn before a commis- 
sioner or other person authorized to take affidavits, setting 
out’ that he has charge of ‘the appropriate records’ and has 
knowledge of the practice of the’ Department and that‘an ex- 
amination of the records shows that a notice of assessment for 
a'particular taxation year was mailed or otherwise communi- 
cated to a taxpayer on a particular day pursuant to this Act 
and that, after careful examination and search’ of the records, 
he has been’ unable to find that a notice of objection or of 
appeal from the assessment was received within the time al- 
lowed therefor, shall be received as prima oe a td gf a of 
the statements contained therein. | 


(11) Presumption — Where evidence is offered 
under this section by an affidavit from, which, it. ap- 
pears that the person making the affidavit.is an of- 
ficer of the Department of National Revenue, it is 
not necessary to prove the person’s signature or that 


‘the person is such an officer nor is it necessary to 


prove the signature or official character of tie person 


(12) Judicial notice — ‘Judicial notice shall be 
taken of all orders or regulations made under this 
Act without those orders or regulations being spe- 
cially pleaded or proven. 


(13) Proof of documents — Every document pur- 
porting to have been executed under, or in the course 
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of the administration or enforcement of, this Act 
over the name in writing of the Minister, the Deputy 
Minister of National Revenue or an officer author-. 
ized to exercise a power or perform a duty of the 
Minister under this Act is deemed to have been 
signed, made and issued by the Minister, the Deputy 
Minister or the officer unless it has been called in 
question by the Minister or by a person acting for the 
Minister or Her Majesty. 


History: Subsec. 244(13) amended by 1998, c. 19, subsec. 237(2), 
in force June 18, 1998. The subsec. formerly read: 


(13) Every document purporting to be an order, direction, de- 
mand, notice, certificate, requirement, decision, assessment, 
discharge of mortgage or other document purporting to have 
been executed under, or in the course of administration or en- 
forcement of, this Act over the name in writing of the Minis- 
ter, the Deputy Minister of National Revenue or any officer 
authorized by regulation to. exercise powers or perform duties 
of the Minister under this Act shall be deemed to be a docu- 
ment signed, made and issued by the Minister, the Deputy 
Minister or the officer unless it has been called in question by 
the Minister or by a person acting for the Minister or Her 
Majesty. 

“Deputy Minister of National Revenue” substituted for “Deputy 

Minister of National Revenue for Taxation” in subsec. 244(13), by © 

1994, c. 13, subsec. 7(1), applicable May 12, 1994. 


(13.1) [Repealed] 


History: Subsec. 244(13.1) repealed by 1994, c. 13, s. 10, applica- 
ble May 12, 1994. Subsec. (13.1) formerly read: 


(13.1) Revenue Canada, Taxation — The words “Revenue 
Canada, Taxation” and the words “Revenu Canada (Impét)” 
in any document issued or executed under or in the course of 
the administration or enforcement of this Act over the name 
in writing of the Minister, the Deputy Minister of National 
Revenue for Taxation or any officer authorized by regulation 
to exercise powers or perform duties of the Minister under 
this Act are deemed to be a reference to the “Department of 
National Revenue” and “ministére du Revenu national’. 


Department of National Revenue. Act (as amended by 
1994, c. 13) s. 3.1: 


3.1 Either or both of the expressions “Revenue Canada” and 
“Revenu Canada” may be used to refer'to the Department of 
National Revenue. 


Pre-RSC History: Subsec. 244(13.1) added by 1980-81-82-83, c. 
140,'s. 127, applicable after November 12, 1981. 


(14) Mailing date — For the purposes: of this Act, 
where any notice or notification described:in subsec- 
tion 149;1(6.3), 152(3.1),-165(3). or 166.1(5)-or-. any 
notice of assessment or determination is» mailed, it. 
Shall be presumed to be mailed on the date of that. 
notice or notification. — 


Related Provisions: 244(5) — Proof of service by ail ~ 
244(15) — Assessment deemed» made~on date. of mailing; 
248(7)(a) — Mail deemed received. on day mailed. 


History: Subsec. 244(14) amended by 1998, c. 19. subsec. 237(2), 
in force June 18, 1998. Subsec. 244(14) formerly read: 


. (14) For the purposes of ‘this Act, the day of mailing of any 
notice or notification described in subsection 149.1(6.3), 
152(4) or 166.1(5) or of any notice of assessment shall be 
presumed to be the date of that notice or notification. 


Subsec. 244(14) amended by 1994, c. 7, Sch. II (1991, c. 49), sub-- 
sec. 191(1), to substitute “152(4) or 166.1(5)” for “152(4), 192(8) or 
194(7)”. , ote 
Pre-RSC History: Subsec. 244(14) amended by 1988, c. 55, sub- 
sec. 184(2), to. substitute “described in subsection 149.1(6.3), 
152(4), 192(8). or 194(7)” for “described in subsection 110(8.1) or 
(8.2), 152(4), 164(1.2), 192(8), 194(7) or 225.2(1)”, applicable to 
1988 et seq., except that in applying subsec. 244(14) to that part of 
the 1988 taxation year that is before September 13, 1988 the refer- 
ence therein to “subsection 149.1(6.3), 152(4), 192(8) or 194(7)” 
shall be read as a reference to “subsection 149.1(6.3), 152(4), 
164(1.2), 192(8), 194(7) or 225.2(1y. 
Subsec. 244(14) substituted by 1985, c; 45, subsec: 121(1). Subsec.” 
244(14) formerly read: 5 

(14) For the purposes of this Act, the day of mailing of any 

notice of assessment or notification described in subsection 

_ 110(8.1), (8.2), 152(4), 192(8) or 194(7) shall, in the absence. 

of any evidence to the contrary, be deemed to be the day ap- 

pearing from such notice or notification to be the date thereof 

unless called. in question, by the Minister or by. some person 

acting for him. or Her Majesty. 


Subsec. 244(14) substituted by 1984, c. 45, s. 90, to-add reference to 
subsecs. 110(8.1), (8.2), applicable to taxation’ years commencing 
after 1983. 


Subsec. 244(14) substituted by 1984, c. 1, s. 103, applicable to 1983 
et seq., to add “192(8) or 194(7)”. 


(15) Date when assessment made — Where 
any notice of assessment or determination has been 
sent by the Minister as required by this Act, the as- 
sessment or determination is deemed to have been 
made on the day of mailing of the notice of the as-» 
sessment or determination. 


Related Provisions: 244(5) — Proof. of service by mail; 
244(14) — Date of mailing presumed to be date of notice, 


History: Subsec. 244(15) amended by 1998, c. 19, ’subsec. 237(2), 
in force June 18, 1998. Subsec. 244(15) formerly read: 


(15) Date when assessment made — Where any notice of 
an/assessment has been sent by the Minister as required by 
this Act, the assessment shall be deemed to have been made 
onthe day of mailing of the notice of the assessment. 


Selected Cases [subsecs. 244(14), (15)]:. Gaudreau v.. R., 
[1998] .1.C.T.C. 2769 (TCC) (Minister entitled: to use old address 
even when correspondence from taxpayer shows new address, if no 
formal request for change of address). 


(16) Forms prescribed or authorized ~— Every» 
form purporting to be a form prescribed or author- 
ized by the Minister shall: be deemed to be a‘form: 
authorized under this Act by the Minister‘unless 
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called in question by the Minister or by a person act- 
ing for the Minister or Her Majesty. 


Related Provisions: /nterpretation Act 32 — Deviations from a 
prescribed form. 


History: Subsec. 244(16) substituted by 1994, c. 7, Sch. II (1991, 
c. 49), subsec. 191(2). Subsec. 244(16) formerly read: 


.(16) Forms prescribed or authorized — Every form pur- 
porting to be a form prescribed or authorized by the Minister 
shall be deemed to be a form prescribed by order of the Min- 
ister under this Act unless called in question by the Minister 
or some person acting for him or Her Majesty. 


Selected Cases [subsec. 244(16)]: Cal Investments Lid. v. 
Canada, [1990] 2 C.T.C. 418 (FCTD) (Waiver on prescribed form 
was valid even though missing corporate seal). 


(17) Proof of return in prosecution for of- 
fence — In any prosecution for an offence under 
this Act, the production of a return, certificate, state- 
ment or answer required by or under this Act or a 
regulation, purporting to have been filed or delivered 
by or on behalf of the person charged with the of- 
fence or to have been made or signed by or on behalf 
of that person shall, in the absence of proof to the 
contrary, be received as evidence that the return, cer- 
tificate, statement or answer was filed or delivered, 
or was made or signed, by or on behalf of that 
person. 


Related Provisions: Interpretation Act 25(1) — Evidence is 
rebuttable. 


(18) Idem, in proceedings under Division J of 
Part |— In any proceedings under Division J of 
Part I, the production of a return, certificate, state- 
ment or answer required by or under this Act or a 
regulation, purporting to have been filed or deliv- 
ered, or to have been made or signed, by or on behalf 
of the taxpayer shall in the absence of proof to the 
contrary be received as evidence that the return, cer- 
tificate, statement or answer was filed or delivered, 
or was made or signed, by or on behalf of the 
taxpayer. 

Related Provisions: Interpretation Act 25(1) — Evidence is 
rebuttable. 


(19) Proof of statement of non-receipt — In 
any prosecution for an offence under this Act, an af- 
fidavit of an officer of the Department of National 
Revenue, sworn before a commissioner or other per- 
son authorized to take affidavits, setting out that the 
officer has charge of the appropriate records and that 
an examination of the records shows that an amount 
required under this Act to be remitted to the Re- 
ceiver General on account of tax for a year has not 
been received by the Receiver General, shall, in the 
absence of proof to the contrary, be received as evi- 
dence of the statements contained therein. 


S. 244(22) 


Related Provisions: 244(11)— Presumption that affidavit valid; 
Interpretation Act 25(1) — Evidence is rebuttable. 


Pre-RSC History: “Receiver General” substituted for “Receiver 
General of Canada” by 1980-81-82-83,'c. 48, s. 115. 


(20) Members of partnerships — For the pur- 
poses of this Act, 


(a) a reference in any notice or other document to 
the firm name of a partnership shall be read as as 
a reference to all the members thereof; and 


(b) any notice or other document shall be deemed 
to have been provided to each member of a part- 
nership if the notice or other document is mailed 
to, served on or otherwise sent to the partnership 


(1) at its latest known address or place of busi- 
ness, or 


(ii) at the latest known address 


(A) where it is a limited partnership, of 
any member thereof whose liability as a 
member is not limited, or 


(B) in any other | case, of any member 
thereof. 


Related Provisions: 96(3) — Election by members; 224(6) — 
Service of garnishment notice on partnership. 


History: Subsec. 244(20) added by 1994, c. 7, Sch. I (1991, c. 49), 
subsec. 191(3). 


(21) Proof of return filed — For the purposes of 
this Act, a document presented by the Minister pur- 
porting to be a print-out of the information in respect 
of a taxpayer received under section 150.1. by the 
Minister from a person shall be received as evidence 
and, in the absence of evidence to the contrary, is 
proof of the return filed by the person under that 
section. 


Reiated Provisions: Interpretation. Act 25(1) — Evidence is 
rebuttable. 


History: Subsec. 244(21) added by 1994, c. 7, Sch. VII (1993, c. 
24), s. 138, applicable to 1992 et seq. 


(22) Filing of information returns: — Where a 
person who is required by this Act or.a regulation to. 
file an information return in prescribed form with the 
Minister meets the criteria specified 1 in writing by the 
Minister, the person may at any time. file the infor- 
mation return with the Minister by way of electronic 
filing (within the meaning assigned by subsection 
150.1(1)) and the person shall be deemed to have 
filed the information return with the Minister at that 
time, and a document presented by the Minister pur- 
porting to be a print-out of the information so re- 
ceived by the Minister shall be received as evidence 
and, in the absence of evidence to the contrary, is 
proof of the information return so deemed to have 
been filed. 


Related Provisions: /nterpretation Act 25(1) — Evidence: is 
rebuttable. 


History: Subsec. 244(22) added by 1994, c. 7, Sch. VII (1993, c. 
24), s. 138, applicable after 1991. 
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Selected Cases [s. 244]: Sykes v. R., [1998] 1 C.T.C, 2639 
(TCC) (Computer-generated copies of ‘assessments: insufficient to 
establish date of mailing). 


Definitions [s. 244]: “assessment”, “business” — 248(1); “Can- 
ada Customs and Revenue Agency” — Canada Customs and Reve- 
nue. Agency Act s. 4(1);: “Commissioner of Customs and’ Reve- 
nue” Canada Customs and Revenue Agency Act s. 25: “day of 
mailing” — 244(14); “Minister”, “person”, “prescribed”, “regula- 
tion” — 248(1); “taxation year?»— 249: “taxpayer” —= 248(1); 
“writing” —— Interpretation Act 35(1). 


Part XVI — Tax Avoidance 


245. (1) Definitions — In this section, 


‘tax benefit’ means a reduction, avoidance or defer- 
ral of tax or other amount payable under this Act or 
an increase in a refund of tax or other amount under 
this Act; ; 


Advance Tax Ruling: ATR-41: Convertible preferred. shares; 
ATR-44: Utilization of deductions and credits within a related cor- 
porate group. 


“tax consequences” to a person means the amount 
of income, taxable income, or taxable income earned 
in Canada of, tax or other amount payable by or re- 
fundable to the person under this Act, or any other 
amount that is relevant for the purposes of comput- 
ing that amount; 


“transaction” includes an arrangement or event. 


Related Provisions: 233.1(1)“transaction” — Parallel definition 
for reporting non-arm’s length transactions with hon-residents: 
247(1) — Parallel definition re transfer pricing. pA EaS 
Selected Cases [Subsec. 245(1)]: Gibson Petroleum Co. v. vie 
[1997]-3 C.T.C.-2453 (TCC) (Fair market value. of ‘the assets had 
been used to determine capital cost’ and assets had been acquired for 
purpose of gaining or producing. income; no application. of 
provision); Central Supply Co. (1972) Ltd. y. R., [1997] 3 CTE.C, 
102 (FCA) (Deductions permitted under specific provisions of the 
Act may nevertheless unduly or artificially reduce income): 
Foremanet et al. v MNR, {1996] 1 C.T.C. 265 (FCTD) (Statutory 
language required where “series” of transactions attacked); Fording 
Coal Ltd. v. Canada, {1996} 1 C.T.C. 230 (FCA) (Successor rules 
construed from perspective of normal business practice and public 
purpose in, determining artificiality, (Majority decision)). 


(2) General anti-avoidance provision — Where 
a transaction is an avoidance transaction, the tax 
consequences to a person shall be determined as is 
reasonable in the circumstances in order to deny a 
tax benefit that, but for this section, would result, di- 
rectly or indirectly, from that transaction or from a 
Series of transactions that includes that transaction. 

Related Provisions: 56(2) — Indirect payments; 246 — Benefit 


conferred on a person; 247(2) — Transfer pricing adjustments; 
248(10) — Series of transactions. 


Selected Cases [subsec. 245(2)]; Husky Oil Ltd. y. Canada, 
[1995] 1 C.T.C. 460 (FCA); [1995] 1 C.T.C. 2184 (TCC) (Tax ben- 
efit was obtained, but not “conferred” by arm’s length party; provi- 
sion inapplicable. Appeal to FCA dismissed.). 

Interpretation Bulletins: IT-489R: Non-arm’s length sale of 
shares to a corporation. 


Information Circulars: 88-2 and ‘Supplement: General -anti- 
avoidance rule — section 245 of the Income Tax Act. 


Income Tax Act 


I.T. Technical News: No. 3 (loss utilization within a corporate 
group). 


Advance Tax Ruling: ATR-41: Convertible preferred shares; 
ATR-42: Transfer of shares; ATR-43: Utilization of a non-resident- 
owned investment corporation as a holding corporation; ATR-44: 
Utilization of deductions and credits within a related corporate 
group; ATR-47: Transfer of assets to Realtyco; ATR-50: Structured 
settlement; ATR-53: Purification of a small business’ corporation; 
ATR-54: Reduction of paid-up capital; ATR-55: Amalgamation fol- 
lowed by sale of shares; ATR-56: Purification of a family farm cor- 
poration; ATR-57: Transfer of property for estate planning pur- 
poses; ATR-58: Divisive reorganization; ATR-60: Joint exploration 
corporations; ATR-66: Non-arm’s length transfer of debt.followed 
by a winding-up and a sale of shares. 


(3) Avoidance transaction — An avoidance 
transaction means any transaction | 


(a) that, but for this section, would result, directly 
or indirectly, in a tax benefit, unless the transac- 
tion may reasonably be considered. to have been 
undertaken or arranged primarily for bona fide 
purposes other than to obtain the tax benefit; or 


(b) that is part of a series of transactions, which 
series, but for this section, would result, directly 
or indirectly, in a tax benefit, unless the transac- 
tion may reasonably be considered to have been 
undertaken or arranged primarily for bona fide 
purposes other than to obtain the tax’ benefit. 


Related Provisions: 248(10) — Series of transactions. 


Selected. Cases [subsec. 245(3)]: Owen Holdings..Ltd. v. Re, 
[1997.3.C.TGa 2286 (LCC) (Legislative drafting documents relat- 
ing to section 245 not subject to production); RMM. Canadian 
Enterprises Inc. y. R., [1997] 3 C.T.C. 2103 (TCC) (Scheme would 
have been caught by GAAR if other rules had been insufficient); 
McNichol v. Canada, {1997} 2 C.T.C! 2088 (TCC) (Choice of one 
method of accomplishing transaction over another resulted in’ tax 
benefit). 


Information Circulars: 88-2 and Supplement: General anti- 
avoidance rule — section 245 of the Income Tax Act. 


Advance Tax Ruling: ATR-41: Convertible preferred shares; 
ATR-42: Transfer of shares; ATR-44: Utilization of deductions and 
credits within a related corporate group; ATR-54: Reduction of 
paid-up capital; ATR-55: Amalgamation followed by-sale of shares; 
ATR-56: Purification of a family farm corporation; ATR-57: Trans- 
fer of propérty for estate planning purposes; ATR-58: Divisive 


_ reorganization. 


(4) Where subsec. (2) does not apply — For 
greater certainty, subsection (2) does not apply to a 
transaction where it may reasonably be considered 
that the transaction would not result directly or indi- 
rectly in a misuse of the provisions of this Act or an 
abuse having regard to the provisions of. this Act, 
other than this section, read as a whole. 


I.T. Technical News: No. 9 (loss consolidation within a corporate 
group). : é 


Advance Tax Ruling: ATR-42: Transfer of shares; ATR-44: Util- 
ization of deductions and credits within a related corporate group; 
ATR-54: Reduction of paid-up capital; ATR-55: Amalgamation fol- 
lowed by sale of shares; ATR-56: Purification of a family farm cor- 
poration; ATR-58: Divisive reorganization. ste 
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(5) Determination of tax consequences — 
Without restricting the generality of subsection (2), 


(a) any deduction in computing income, taxable 
income, taxable income earned in Canada or tax 
payable or any part thereof may be allowed or 
disallowed in whole or in part, 


(b) any such deduction, any income, loss or other 
amount or part thereof may be allocated to any 
person, 


(c) the nature of any payment or other amount > 


may be recharacterized, and 


(d) the tax effects that would otherwise. result 
from the application of other provisions of this 
Act may be ignored, 


in determining the tax consequences to a person as is 
reasonable in, the circumstances in order to deny a 
tax benefit that would, but for this-section, result, di- 
rectly or indirectly, from an avoidance transaction. 


(6) Request for adjustments — Where with re- 
spect.to a transaction 


(a) a notice of assessment, reassessment or addi- 
tional assessment involving the application of 
subsection (2) with respect to the transaction has 
been sent to a person, or 


(b) a notice of determination pursuant to subsec- 
tion 152(1.11) has been sent to a person with re- 
spect to the transaction, 


any person (other than a person referred to in para- 
graph (a) or (b)). shall be entitled, within 180 days 
after the day of mailing of the notice, to request in 
writing that the Minister make an assessment, reas- 
sessment or additional assessment applying subsec- 
tion (2) or make a determination applying subsection 
152(1.11) with respect to that transaction. 

Related Provisions: 166.1 — Extension of time by Minister; 


167(1) — Application to Tax Court of Canada for time extension; 
244(10) — Proof that no notice of objection filed. 


(7) Exception — Notwithstanding any other provi- 
sion of this Act, the tax consequences to any person, 
following the application of this section, shall only 
be determined through a notice of assessment, reas- 
sessment, additional assessment or determination 
pursuant to subsection 152(1.11) involving the appli- 
cation of this section. 


Forms: T1008: Notice of determination/redetermination. 


(8) Duties of Minister — On receipt of a request 
by a person under subsection (6), the Minister shall, 
with all due dispatch, consider the request and, not- 
withstanding subsection 152(4), assess, reassess or 
make an additional assessment or determination pur- 


suant to subsection 152(1.11) with respect to that — 


person, except that an assessment, reassessment, ad- 
ditional assessment or determination may be made 
under this subsection only to the extent that it may 
reasonably be regarded as relating to the transaction 
referred to in subsection (6). 


S. 245 


Related Provisions: 165(1.1) — Limitation of right to object to 
assessments or redetermination; pues ou — Limitation of nght to 
appeal. 


Pre-RSC History [s. 245]: 5.245 substituted by 1988, c. 55, s. 
185, applicable with respect to transactions entered into on or after 
September 13, 1988 other than 


(a) transactions that are part of \a series of transactions, deter- 
mined without reference to subsec, 248(10), commencing 
before September 13, 1988 and completed, before 1989, or 


(b) any one or more transactions, one of which was entered into 

“before April 13, 1988, that were'entered into by a taxpayer in 
the course of an arrangement and in respect of which the tax- 
payer received from the Department of National Revenue, 
before April 13, 1988,'a confirmation or opinion in writing with 
respect to the tax’ consequences thereof. 


S. 245 formerly read: 


245.(1) Artificial transactions — In computing income for 
the purposes of this Act, no deduction may’ be made in’ re- 
spect of a disbursement or expense made or incurred in re- 
spect of a transaction or operation that, if allowed, would un- 
duly or artificially reduce the income. 


(1.1) Idem — Where it may reasonably be considered that — 
one of the purposes of a series of transactions or events is that 
an individual convert into a capital gain from the disposition 
of property an amount that would — 


(a) but for one or more of such transactions or, events in 
the series, or 


(b) on a disposition by him of property in respect of 
which the property is a substituted property. 


otherwise have been received by the individual and included 
in computing his: income. under paragraph 3(a), no amount 
shall be deducted by the individual under section 110.6 in re- 
spect of that capital gain. 

(2) Indirect payments or transfers — Where the result of 
one or more sales, exchanges, declarations of trust, or other 
transactions of any kind whatever is that a.person confers a 
benefit: on a taxpayer, that person shall be deemed to have , 
made a payment to the taxpayer equal to the amount of the 
benefit conferred notwithstanding the form or legal effect of 
the transactions or that one or more other persons were also 
parties thereto; and, whether or not there was an intention to 
avoid or evade taxes under this Act, the payment shall, de-. 
pending upon the circumstances, be 


(a) included in computing the taxpayer’s income for the 
purpose of Part I, 


(b) deemed to be a payment‘to a non-resident person to 
which Part XII] applies, or . 

(c) deemed to be a disposition by way of gift. 
(3) Arm’s length — Where it is established that a sale, ex- 
_ change or other transaction was entered into by. persons deal- 
_ing at arm’s length, bona fide and not pursuant to, or as part 
of, any other transaction and not to effect payment, in whole 
or in part, of an existing or future obligation, no party thereto 
shall be regarded, for the: purpose of this section, as having 
conferred a benefit.on a party with whom he was so dealing. 


Subsec. 245(1.1) added: by: 1986, c. 6, subsec. 124(2), applicable to 
a series of transactions or events commencing after November 21, 
1985. 


Selected Cases [old (pre-GAAR) s. 245]: Adams v. Canada, 
[1996] 1 C.T.C. 2916 (TCC) (Inducement payments did not artifi- 
cially or unduly reduce income); Schultz (T.M.G.) v. Canada, 
[1993] 2 C.T.C. 2409 (TCC) (Provision [former 245(1)] not void for 
vagueness); Mark Resources Inc. v. Canada, [1993] 2 C.T.C. 2259 
(TCC) (Structure intended to permit foreign affiliate to use foreign 
losses at cost to resident taxpayer-of interest expense on money bor- 
rowed to contribute capital to affiliate did not result in artificial re- 


1755 


S. 245 


duction of income); W.F. Botkin Construction Ltd. v. Canada, 
[1993] 1 C.T.C. 2765 (TCC) (Loss on loan guarantee nil where no 
commercial reality to transaction other than to benefit taxpayer's 
children); Rosner Management Inc. v..MNR, £1993] 1.G.2.C..2153 
(TCC) (Corporation had no substance: test under former subsec. 
247(3) was whether corporation would have been incorporated but 
for tax advantage); Nueman (M.) v. MNR, [1992] 2 C.T.C. 2074 
(TCC); aff'd (Dec. 14, 1993), Doc. T-2281-92 (FCTD) (Transaction 
solely for tax purposes not contrary to Act); Moloney (M.) v. Can- 
ada, [1992] 2 €.T.C. 227 (FCA), leave to appeal to SCC refused 
(1993), 154 NR 244 (note) (Sole purpose of “‘scheme” was to obtain 
tax refunds, not to earn income); Kieboom (A.) \v. MNR, [1992] 2 
C.T.C. 59 (FCA) (Taxpayer “transferred property” to related parties 
by reducing his equity in a corporation from 90 to 50 percent on the 
subscription for shares by the related parties); Goulard. v. MNR, 
[1992] 1 C.T.C. 2396 (TCC) (Interest deductions allowed.since rea- 
sonable and did not artificially reduce taxpayer’s income); 
Friedberg v. Canada, [1992] 1 C.T.C. 1 (FCA): aff’d [1993}°2 
C.T.C. 306 (SCC) (Little used but generally accepted accounting 
method did not artificially reduce taxpayer’s income); Canada vy. 
Irving Oil Ltd., [1991] 1 C.T.C.. 350 (FCA); leave to appeal to SCC 
tefused (sub nom.) Irving Oil. Ltd. v. MNR (1991), 136 NR 320 
(note) (Oil sold to offshore company, which resold to resident for 
higher price did not artificially reduce income): Compagnie Idéal 
Body Inc. v. Canada, [1989] 2 C.T.C. 187 (FCTD) (Bonus paid not 
avoidance transaction where there was history of such payments; 
amount unreasonable in the circumstances); The Queen vy. Lyall, 
L977 CTS. "267-( Ont? CoE) (Specific provisions of Income 
Tax Act prevail over more general provision of Canada Evidence 
Act). 


NOTE: All of the above cases relate to the previous version of s. 
245, not to the General Anti-Avoidance Rule (GAAR) enacted in 
1988. 


Definitions [s. 245]: “assessment”, “Minister”, person” — 
248(1); “series of transactions” — 248(10); “tax benefit”, “tax con- 
sequences” — 245(1); “taxable income” — 2(2), 248(1); “taxable 
income earned in Canada” — 115(1),248(1); “transaction” — 
245(1); “writing” — Interpretation Act 35(1). 


Information Circulars [s. 245]: 88-2 and Supplement: General 
anti-avoidance tule — section 245 of the Income Tax Act. 


246. (1) Benefit conferred on a person — 
Where at any time a person confers a benefit, either 
directly or indirectly, by any means whatever, on a 
taxpayer, the amount of the benefit shall, to the ex- 
tent that it is not otherwise included in the taxpayer’s 
income or taxable income earned in Canada under 
Part I and would be included in the taxpayer’s in- 
come if the amount of the benefit were a payment 
made directly by the person to the taxpayer and if the 
taxpayer were resident in Canada, be 


(a) included in computing the taxpayer’s income 
or taxable income earned in Canada under Part I 
for the taxation year that includes that time: or 


(b) where the taxpayer is a non-resident person, 
deemed for the purposes of Part XIII to be a pay- 
ment made at that time to the taxpayer in respect 
of property, services or otherwise, depending on 
the nature of the benefit. 


Related Provisions: 56(2) — Inclusion in income of indirect 
payments. 


Selected Cases [subsec. 246(1)]: Vaillancourt v. Canada, 
[1991] 2 C.T.C..42 (FCA) (Condominium was residential and 
within Class 31); Laxton v..Canada, [1989] 2 C.T.C. 85 (FCA) (In- 
terest-free loan in lieu of management fees was “benefit” within 
scope of provision); Boardman et al. vy. The Queen, [1986]. 1 C.T.C. 
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103 (FCTD); appealed to FCA’ (Dec. 20; 1985), File A-1015-85 
(Transfer of real property to spouse pursuant to court order was ben- 
efit to transferor equal to amount of the property’s fair market 
value); .The Queen y. Littler, [1978] C.T.C. 235 (FCA) (Difference 
between price and fair market value. in transaction between father 
and sons not gift); Phaneuf Estate.v.. The Queen, [1978] C.T.C. 21 
(FCTD) (Difference between fair market value and price of shares 
purchased by employee pursuant to controlling shareholder’s will 
was gift, not employee benefit); The Queen v..Immobiliaire Canada 
Ltd., [1977] C.T.C. 481 (FCTD) (Canadian subsidiary purchased 
debt obligation from parent and also paid parent amount corre- 
sponding to accrued interest conferred benefit on parent to the ex- 
tent it received full value of accumulated interest without deduction 
for withholding tax); Levine Estate v. MNR,. [1973] C.T.C. 219 
(FCTD) (Where father and a son both given right to subscribe to 
new shares but only the son did so; father benefitted son to extent 
son’s equity interest increased). 


Interpretation Bulletins: IT-432R2: Benefits conferred on 
shareholders. 


(2) Arm’s length — Where it is established that a 
transaction was entered into by persons dealing at 
arm’s length, bona fide and not pursuant to, or as 
part of, any other transaction and not to effect pay- 
ment, in whole or in part, of an existing or future 
obligation, no party thereto shall be regarded, for the 
purpose of this section, as having conferred a benefit 
on a party with whom the first-mentioned party was 
so dealing. 


Interpretation Bulletins: IT-432R2: Benefits conferred on 
shareholders. _. 


Related Provisions [s. 246]: 56(2) — Indirect payments; 
245(2) — General anti-avoidance rule. 


Pre-RSC History [s. 246]: S. 246 enacted by, 1988."c. 55, s. 186, 
applicable with respect to benefits conferred on or after September 
13, 1988 other than benefits conferred through 


(a) transactions that are part of a series of transactions, deter- 
mined without reference to subsec. 248(10), commencing 
before September 13, 1988 and completed before 1989, or 


(b) any one or more transactions, one of which was entered into 
before April 13, 1988, that were entered into by a taxpayer in 
the course of an arrangement and in respect of which the tax- 
payer received from the Department of National Revenue, 
before April 13, 1988, a confirmation or opinion in writing with 
respect to the tax consequences thereof. 
Definitions [s. 246]: “amount” — 248(1): “atm’s length” — 
251(1); “Canada” — 255; “non-resident”, “person”, “property” — 
248(1); “resident in- Canada” — 250; “taxable income earned in 
Canada” — 115(1), 248(1); “taxation year” — 249: “taxpayer” — 
248(1). 


Pre-RSC History [former s. 246]: S. 246 repealed by, 1984, c. 
45, s. 91, applicable after February 15, 1984. S. 246 formerly read: 


246. (1) Tax avoidance — Where the Treasury Board has 
decided that one of the main purposes for a transaction or 
transactions effected before or after the coming into force of 
this Act was improper avoidance or reduction of taxes that 
might otherwise have become payable under this Act, the In- 
come War Tax Act, or The Excess Profits Tax Act, 1940, the 
Treasury Board may give such directions as it considers ap- 
propriate to counteract the avoidance or reduction: 


(2) ldem — A direction under this section may relate to taxes 
to be paid under one or more Parts of this Act, the Income 
War Tax Act or The Excess Profits Tax Act, 1940, by one or: 
more persons for one or more taxation years, 


(3) Idem — Where a direction has been given under this sec- 
tion, tax shall be collected, or assessed or reassessed and col- 
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lected, notwithstanding any other: provision of this ‘or any 
other Act, in-accordance, therewith. 


(4) ldem — The Federal Court of Canada has exclusive orig- 
inal. jurisdiction in all actions in respect of claims. for failure 
to pay or collect tax under Part XI imposed pursuant to this 
section. 


(5) ldem — On an appeal from an assessment made pursuant. 
to a direction under this section or in an action for tax under 
Part XIII imposed pursuant to this section, the Federal Court 


ceived or receivable by the taxpayer as is reasonable in the 
circumstances, having regard to the amount of tax that, but 
for this section, would have been or would be avoided, shall 


(d) in the case of a taxpayer who is an individual or a 
non-resident person, be included in computing his in- 
come for the year as a taxable dividend received by him 
in the year; and 


(e) in the case of any other taxpayer, be included in com- 
puting his income for the year as income, other than a 
taxable dividend, from property. 


(a) confirm the direction - given under this section, disy Subsec. 247(1) substituted by 1986, c. 6, subsec. 125(1). Subsec. 


(b) vacate a direction given under this section, if it deter: 
mines that none of the main purposes of the transaction 
or transactions was the improper avoidance or reduction 
of taxes, or 


(c) vary the direction given by the Treasury Board and 
refer the matter back to the Minister for collection, or re- 
assessment and collection. 


(6) Idem — An avoidance or reduction of taxés may be re- 
garded as improper for the purpose of this section although it 
is not illegal. 


247. (1) [Repealed under former Act] 


Pre-RSC History: Subsec. 247(1) repealed by 1988, c..55, subsec. | 
187(1), applicable with respect to transactions entered into on or af- 
ter September 13, 1988 other than 


(a) transactions, that are part of a.series of:transactions, deter- 
mined without reference to subsec. 248(10), commencing 
before September 13, 1988 and completed before 1989, or 


(b) any one or more transactions, one of which was entered into 

before April 13, 1988, that were entered into by a taxpayer in 

the course of an arrangement and in respect of which the tax- 

payer received from the Department of National Revenue, 

before April.13, 1988, a confirmation or opinion in writing with 
_tespect to the. tax consequences thereof. 


Subsec. 247(1) formerly read: 
247. (1) Dividend stripping — Where an amount is received 


or an amount becomes receivable ‘by a taxpayer in a taxation 
year ; 


(a) as a consequence of the disposition or exchange of 
any property, 


247(1) 2 Up read: 


247. (1) Dividend siiapinmela Wired: a taxpayer has re- 
ceived an amount in.a taxation. year, 


(a) as consideration for the sale or other disposition of 
any shares of a corporation or of any interest in such 
shares, 


(b) in consequence of a corporation having 


(1) redeemed or acquired any of its shares or reduced 
its capital stock, or 


(ii) converted any of its shares into shares of another 
class or into an obligation of the corporation, or 


(c) otherwise, as a payment that would, but for this sec- 
tion, be exempt income, 


which amount. was received by the taxpayer as a of a trans- 
action effected or to be effected after June 13, 1963 or as part 
of a series of transactions each of which was or is to be ef- 
fected after that day, one of the purposes of which, in the 
opinion of the Minister, was or is to effect a substantial re- 
duction of, or disappearance of, the assets of a corporation in 
such a manner that the whole or any part of any tax that might 
otherwise have been or become payable under this Act in 
consequence of any distribution of income of a corporation 
has been or will be avoided, the amount so received by the 
taxpayer or such part thereof as may be specified by the Min- 
ister shall, if the Minister so directs, 


(d) be included in computing the income of the taxpayer 
for that taxation year, and 


(e) in the case of a taxpayer who is an individual, be 
deemed to have been received by him i as a taxable 
dividend. 


(b) as.a consequence of a corporation haying (2) [Repealed under former Act] 
(i) redeemed, cancelled or acquired any shares of any Pre-RSC History: Subsec. 247(2) repealed by 1988, c. 55, subsec. 
class of its capital stock, ) 187(2), applicable, for the purposes of determining whether two or 


(ii), reduced the paid-up capital of shares of any class 
of its.capital stock, or 


(iii) converted any shares of any class of its capital 
stock into shares of another class of its capital stock 
or into an obligation of the corporation, or 


(c) otherwise, as an amount that would, but for this sec- 
tion, be exempt income 


as part of a transaction or event effected or to be effected af-_ 
ter May 23, 1985 or as part of a series of transactions or 
évents each of which is effected or to be effected after that 
day and it can reasonably be considered that one of the pur- 
poses thereof was to effect a significant reduction of, or dis- 
appearance of, assets of a corporation at any time in a manner 
such that the whole or any part of any tax that might other- 
wise have been or have become payable under this Act in 
consequence of any distribution of property of a corporation 
has been or will be avoided, such part of the amount so re- 
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more corporations are associated with each other, 


(a) to 1989 et seg. where 


(i) the taxation years of all such corporations commenced 
after 1988, 


(ii) at least one of such corporations was incorporated, or 
was formed as a result of an amalgamation, after February 
10, 1988, 


(iii) at least one of such corporations acquired after Febru- 
ary 10, 1988 from a person with whom it did not deal at 
arm’s length all or substantially all of the assets used by it 
in its business, or 


(iv) the 1989 taxation year of at least one of such corpora- 
tions did not end on approximately the same calendar date 
in 1989 as the calendar date in 1987 on which a 1987 taxa- 
tion year, if any, of the corporation ended; and 


(b) in any other-case, to 1990 ef seq. 


S.°247(2) 


Subsec. 247(2) formerly read: 


(2) Associated corporations — Where, in the case of two or 
more corporations, the Minister is satisfied 


(a) that the separate existence of those corporations in a 
taxation year is not solely for the purpose of carrying out 
the business of those corporations in the most effective 
manner, and 


(b) that one of the main reasons for such separate exis- 
tence in the; year is,to reduce the amount of taxes that 
would otherwise be payable under this Act-or to increase 
the refundable investment tax credit under section 127.1 


the two or more corporations shall, if the Minister so directs, 
be deemed to be associated with each other in the year. 


Para. 247(2)(b) amended by 1986, c. 6, subséc. 125(2), to add “or to 
increase the refundable investment'tax Crédit under section 12", 
applicable with respect to property acquired and expenditures made 
after May, 23, 1985. ; 


(3) [Repealed under former Act] 


Pre-RSC History: Subsec. 247(3) repealed by 1988: c. 61, subsec. 
45(3), in force January 1, 1991. Subsec, 247(3) formerly read: 


(3) Appeal — On an appeal from an assessment made pursu- 
ant to a direction under subsection (2), the Tax Court of Can- 
ada or the Federal, Court may 


(a) confirm the direction; 


(b) vacate the direction if it, determines that none of the 
main reasons for the separate existence of the two or 
more corporations 1s to reduce the amount of tax that 
would otherwise be payable under this ‘Act: or 


(c) vary the direction, and refer the matter back to. the 
Minister for reassessment, 


Subsec. 247(3) amended by 1986, c. 6, subsec. 125(3), to substitute 
“under subsection (2)” for ‘under this section” in-that portion pre- 
ceding para. (a), and to substitute para: (b), which formerly read: 


(b) vacate the direction if 


(i) in the, case of.a direction under subsection (1), it deter- 
mines that none of the purposes of the transaction or se- 
ries of transactions referred to in subsection (1) was or is 
to effect a substantial reduction of, or disappearance of, 
the assets of a corporation in ‘such amanner that the 
whole or any part of any tax that might otherwise have 
been or become payable under this Act in consequence of 
any distribution of income of a corporation has, been or 
will be avoided, or 


(ii) in the case of a direction under subsection (2), it de- 
termines that none of the main reasons for the separate 
existence of the two or more corporations is to reduce the 
amount of tax that would otherwise be payable under this 
Act; or 
“Tax Court of Canada” substituted for “Tax Review Board” in sub- 
sec. 247(3) by, 1980-8 1-82-83, c. 158, s. 58, applicable after July 18, 
1983. 
Pre-RSC History [Part XVI]: “Tax avoidance” substituted for 
“Tax evasion” as the heading to Part XVI by 1986, ¢. 6, subsec. 
124(1), applicable after May 23, 1985. 


Part XVI.1 — Transfer 
Pricing 
247. (1) Definitions — The definitions in this sub- 
section apply in this section. 


“arm’s length allocation” means, in respect of a 
transaction, an allocation of profit or loss that would 
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have occurred between the participants in the trans- 
action if they had been dealing at arm’s length with 
each other. 


Related Provisions: 9(1) — Normal computation of profit. 


History: The definition “arm’s length allocation” in subsec. 247(1) 
added by 1998, c. 19, s. 238, applicable to taxation years and fiscal 
periods that begin after 1997. 


“arm’s length transfer. price’’.means, in Tespect of 
a transaction, an amount that would have been a 
transfer price in respect of the transaction if the par- 
ticipants in the transaction had been dealing at arm’s 
length with each other. |” 

History: The definition “‘arm’s length allocation” in subsec. 247(1) 
added by 1998, c. 19, s. 238, applicable to taxation years and fiscal 
periods that begin after 1997. 


Information Circulars: 87-2R (draft): International transfer pric- 
ing and other international transactions. 


“documentation-due date” for a taxation year or 
fiscal period of a person or partnership means 


(a) in the case of a person, the person’s filing-due 
date for the year; or 


(b) in the case of a partnership, the day on or 
before which a return is required by section 229 
of the Income Tax Regulations to be filed in re- 
spect of the period or would be required to be so 
filed if that section applied to the partnership. 
History: The definition “documentation-due date” in subsec. 


247(1) added by 1998, c. 19, s. 238, applicable to taxation years and 
fiscal periods that begin after 1997; 


“qualifying -cost. contribution arrangement” 
means an arrangement under which reasonable ef- 
forts are made by the participants in the arrangement 
to establish a basis for contributing to, and to con- 
tribute on that basis to, the cost of producing, devel- 
oping or acquiring any property, or acquiring or per- 
forming any services, in proportion to the benefits 
which each participant is reasonably expected to de- 
rive from the property or services, as the case may 
be, as a result of the arrangement. 

History: The definition “qualifying cost contribution arrangement” 


in subsec. 247(1) added by 1998, c. 19, s. 238, appiicable to taxa- 
tion. years and fiscal periods that begin after, 1997. 


“tax benefit”? means a reduction, avoidance or defer- 
ral of tax or other amount payable under this Act or 
an increase in a refund of tax or other amount under 
this Act. 


History: The definition “tax benefit” in subsec. 247(1) added by 
1998, c. 19, s. 238, applicable to taxation years and fiscal periods 
that begin after 1997. 


“transaction” includes an arrangement or event. 


Related Provisions: 233.1(1)‘transaction’” — Parallel definition 
for reporting non-arm’s length transactions with non-residents ; 
245(1) — Parallel definition for general anti-avoidance rule. 
History: The definition “transaction” in subsec. 247(1) added by 
1998, c. 19, s..238, applicable to taxation years and fiscal periods 
that begin after 1997. loriw oft isn 


“transfer price” means, in respect of a transaction, 
an amount paid or payable or an amount received or 
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receivable, as the case may be, by a participant in the 
transaction as a price, a rental, a royalty, a premium 
or other payment for, or for the use, production or 
reproduction of, property or as consideration for ser- 
vices (Gncluding services provided as an employee 
and the insurance or reinsurance of risks) as part of 
the transaction. 


History: The definition “transfer price” in subsec. 247(1) added by 
1998, c. 19, s. 238, applicable to taxation al and fiscal periods 
that begin after 1997. iiGe 


Information Circulars: 87-2R (draft): International transfer pric- 
ing and other international transactions. 


“transfer pricing capital ad jiiatintties} of a tax- 
payer for a taxation year means the total of 


(a) all amounts each of which 1s. 


(1) 3/4 of the amount,.if any, by which the ad- 
justed cost base.to.the taxpayer ofa capital 
property. (other than a depreciable property) or 
an eligible capital expenditure of the taxpayer 
in respect of a business is reduced in the year 
because of an adjustment made under subsec- 
tion (2), or 


(ii), the amount, if any, by which the capital 
cost to the taxpayer of a depreciable property 
is reduced:in the year because of an. adjust- 
ment made under subsection (2); and 


(b) all amounts each of which is that proportion 
of the total of 


(i) 3/4 of the amount, if any, by which the ad- 
justed cost base to a partnership of a capital 
property (other than a depreciable property) or 
an eligible capital expenditure of a partnership 
in respect of a business is reduced in a fiscal 
period that ends in the year because of an ad- 
justment made under subsection (2), and 


(ii) the amount, if any, by which the capital | 


cost to a partnership of a depreciable property 
_is reduced in the period because of an adjust- 
ment made under subsection (2), 


that 


(iii) the taxpayer’s share of the income or loss 
of the partnership for the period 


is of 
(iv) the income or loss of the partnership for 
the period, 


and where the income and loss of the partnership 
are nil for the period, the income of the partner- 
ship for the period is deemed to be $1,000,000 
for the purpose of determining a taxpayer’s share 
of the partnership’s income for the ames of 
this definition. 

History: The definition “transfer pricing capital adjustment” in 


subsec. 247(1) added by 1998, c. 19, s. 238, applicable to taxation 
years and fiscal periods. that. begin after 1997. 


Information Circulars; 87-2R (draft): International transfer pric- 
ing and other international transactions. 


S. 247(2) 


“transfer pricing capital setoff adjustment” of a 
taxpayer for a taxation year means the amount, if 
any, that would be the taxpayer’s transfer pricing 
capital adjustment for the year if the references, in 
the definition “transfer pricing capital adjustment”, 
to “reduced” were read as “increased”’. . 
History: The definition “transfer pricing capital setoff adjustment” 
in subsec. 247(1) added by 1998, c. 19, s. 238, applicable to taxa- 
tion years and fiscal periods that begin after 1997. 


“transfer pricing income adjustment” of a tax- 
payer for a taxation year means the total of all 
amounts each of which is the amount, if any, by 
which an adjustment made under subsection (2) 
(other than an adjustment included in determining a 
transfer pricing capital adjustment of the taxpayer 
for a taxation year) would result in an increase in the 
taxpayer’s income for the year or a decrease in a loss 
of the taxpayer for the year from a source if that ad- 
justment were the only adjustment made under sub- 
section (2). 

History: The. definition “transfer pricing income adjustment” in 
subsec. 247(1) added by 1998, c. 19, s. 238, applicable to taxation 
years and fiscal periods that begin after 1997. 


“transfer pricing income setoff adjustment” of a 
taxpayer for a taxation year means the total of all 
amounts each of which is the amount, if any, by 
which an adjustment made under subsection (2) 
(other than an adjustment included in determining a 
transfer pricing capital setoff adjustment of the tax- 
payer for a taxation year) would result in a decrease 
in the taxpayer’s income for the year or an increase 
in a loss of the taxpayer for the year from a source if 
that adjustment were the only adjustment made 
under subsection (2). 

History: The definition “transfer pricing income setoff adjustment” 


in subsec. 247(1) added by 1998, c. 19, s.:238, applicable to taxa- 
tion years and fiscal periods that begin after 1997. 


(2) Transfer pricing adjustment — Where a tax- 
payer or a partnership and a non-resident person with 
whom the taxpayer or the partnership, or a member 
of the partnership, does not deal at arm’s length (or a 
partnership of which the non-resident person is a 
member) are participants in a transaction or a series 
of transactions and 


(a) the terms or conditions made or. imposed, in 
respect of the transaction or series, between any 
of the participants in the transaction or series dif- 
fer from those that would have been made be- 
tween persons dealing at arm’s length, or 


(b) the transaction or series 


(i), would not have been entered into between 
persons dealing at arm’s length, and 


(ii) can reasonably be considered not to have 
been entered into primarily for bona fide pur- 
poses other than to obtain a tax benefit, 


any amounts. that, but for this section and section 
245, would be determined for the purposes of this 
Act in respect of the taxpayer or the partnership for a 
taxation year or fiscal period shall be adjusted (in 
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this section referred to as an “adjustment’’) to the 
quantum or nature of the amounts that would have 
been determined if, - 


(c) where only paragraph (a) applies, the terms 
and conditions made or imposed, in respect of the 
transaction or series, between the participants in 
the transaction or series had been those that 
would have been made between persons dealing 
at arm’s length, or 


(d) where paragraph (b) applies, the transaction 
or series entered into between the participants 
had been the transaction or series that would have 
been entered into between persons dealing at 
arm’s length, under terms and conditions that 
would have been made between persons dealing 
at arm’s length. 

Related Provisions: 247(6) — Tiers of partnerships; 247(7) — 

Exclusion for loans to subsidiary; 247(10) — Adjustment only if 

appropriate. 

History: Subsec. 247(2) added by 1998, c. 19, s. 238, applicable to 

taxation years and fiscal periods that begin after 1997. 


Information Circulars: 87-2R (draft): International transfer pric- 
ing and other international transactions. 


(3) Penalty — A taxpayer (other than a taxpayer all 
of whose taxable income for the year is exempt from 
tax under Part I) is liable to a penalty for a taxation 
year equal to 10% of the amount determined under 
paragraph (a) in respect of the taxpayer for the year, 
where 


(a) the amount, if any, by which 
(i) the total of 


(A) the taxpayer’s transfer pricing capital 
adjustment for the year, and 


(B) the taxpayer’s transfer pricing income 
adjustment for the year 


exceeds the total of 


(ii) the total of all amounts each of which is 
the portion of the taxpayer’s transfer pricing 
Capital adjustment or transfer pricing income 
adjustment for the year that can reasonably be 
considered to relate to a particular transaction, 
where 


(A) the transaction is a qualifying cost 
contribution arrangement in which the tax- 
payer or a partnership of which the tax- 
payer is a member is a participant, or 


(B) in any other case, the taxpayer or a 
partnership of which the taxpayer is a 
member made reasonable efforts to deter- 
mine arm’s length transfer prices or arm’s 
length allocations in respect of the transac- 
tion, and to use those prices or allocations 
for the purposes of this Act, and 


(iii) the total of all amounts, each of which is 
the portion of the taxpayer’s transfer pricing 
capital setoff adjustment or transfer pricing in- 
come setoff adjustment for the year that can 
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reasonably be considered to relate to a partic- 
ular transaction, where 


(A) the transaction is a qualifying cost 
contribution arrangement in which the tax- 
payer or a partnership of which the tax- 
payer is a member is a participant, or 


(B) in any other case, the taxpayer or a 
partnership of which the taxpayer is a 
member made reasonable efforts to deter- 
mine arm’s length transfer prices or arm’s 
length allocations in respect of the transac- 
tion, and to use those prices or allocations 
for the purposes of ‘this Act, | 


is greater than 
(b) the lesser of 


(i) 10% of the amount that would be the tax- 
payer’s gross revenue for the year if this Act 
were read without reference to subsection (2), 
subsections 69(1) and (1.2) and section 245, 
and 


(ii) $5,000,000. 


Related Provisions: 247(4) — Requirement for contemporane- 
ous documentation; 247(3) — Determination of partner’s gross rev- 
enue; 247(9) — Anti-avoidance rule re increases in gross revenue; 
247(11) — Payment and assessment of penalty. 


History: Subsec. 247(3) added by 1998, c. 19, s. 238. applicable 
with respect to adjustments made under subsec. 247(2) for taxation 
years and fiscal periods that begin after 1998, except that subsec. 
247(3) does not apply to transactions completed before September 
11, 1997, 


Information Circulars: 87-2R (draft): International transfer pric- 
ing and other international transactions. 


(4) Contemporaneous documentation — For 
the purposes of subsection (3) and the definition 
“qualifying cost contribution arrangement” in sub- 
section (1), a taxpayer or a partnership is deemed not 
to have made reasonable efforts to determine and use 
arm’s length transfer prices or arm’s length alloca- 
tions in respect of a transaction or not to have partic- 
ipated in a transaction that is a qualifying cost contri- 
bution arrangement, unless the taxpayer or the 
partnership, as the case may be, 


(a) makes or obtains, on or before the taxpayer’s 
or partnership’s documentation-due date for the 
taxation year or fiscal period, as the case may be, 
in which the. transaction is entered into, records 
or documents that provide a description that is 
complete and accurate in all material respects of 


(i) the property or services to which the trans- 
action relates, 


(ii) the terms and conditions of the transaction 
and their relationship, if any, to the terms and 
conditions of each other transaction entered 
into between the participants. in the 
transaction, 


(iii) the identity of the participants in the 
transaction and their relationship to each other 
at the time the transaction was entered into, 
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(iv) the functions performed, the property 
used or contributed and the risks assumed, in 
respect of the transaction, by the participants 
in the transaction, 


(v) the data and methods considered and the 
analysis performed to determine the transfer 
prices or the allocations of profits or losses or 
contributions to costs, as the case may be, in 
respect of the transaction, and 


(vi) the assumptions, strategies and policies, if 
any, that influenced the determination of the 
- transfer prices or the allocations of profits or 


losses or contributions to costs, as the case 


may be, in respect of the transaction; 


(b) for each subsequent taxation year or fiscal pe- 
riod, if any, in which the transaction continues, 
~makes or obtains, on or before the taxpayer’s or 
partnership’s documentation-due date for that 
year or period, as the case may be, records or 
documents that completely and accurately de- 
scribe each material change in the year or period 
to the matters referred to in any of subparagraphs 
(a)(i) to (vi) in respect of the transaction; and 


(c) provides. the records or documents described 
in paragraphs (a) and (b) to the Minister within 3 
months after service, made personally or by reg- 
istered or certified mail, of a written request 
therefor. 

Related Provisions: 244(5) — Proof of service by mail or re- 


quest under 247(4)(c); 248(7) — Mail sent under 247(4)(c) deemed 
received on. day mailed. 


History: Subsec. 247(4) added by 1998, c. 19, s. 238, applicable 
with respect to adjustments made under subsec. 247(2) for taxation 
years and fiscal periods that begin after 1998, except that 


(a) subsec. 247(4) does not apply to transactions completed 
before September 11, 1997; and 

(b) a record or document made or obtained or provided to the 
Minister of National Revenue by a taxpayer or a partnership on 
or before the taxpayer’s or partnership’s documentation-due 
date for the taxpayer’s or partnership’s first taxation year or fis- 
cal period, as the case may be, that begins after 1998 is deemed 
for the purpose of subsec. 247(4) to have been so made, ob- 
tained or provided on a timely basis. 


Information Circulars: 87-2R (draft): International transfer pric- 
ing and other international transactions. 


(5) Partner’s gross revenue — For the purpose 
of subparagraph (3)(b)(i), where a taxpayer is a 
member of a partnership in a taxation year, the tax- 
payer’s gross revenue for the year as a member of 
the partnership from any activities carried on by 
means of the partnership is deemed to be that pro- 
portion of the amount that would be the partnership’s 
gross revenue from the activities if it were a taxpayer 
(to the extent that amount does not include amounts 
received or receivable from other partnerships of 
which the taxpayer is a member in the year), for a 
fiscal period of the partnership that ends in the year, 
that 


(a) the taxpayer’s share of the income or loss of 
the partnership from its activities for the period 
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is of 
(b) the income or loss of the partnership from its 
activities for the period, 


and where the income and loss of the partnership 
from its activities are nil for the period, the income 
of the partnership from its activities for the period is 
deemed to be $1,000,000 for the purpose of deter- 
mining a taxpayer’s share of the partnership’s in- 
come from its activities for the purpose of this 
subsection. 


Related Provisions: 247(6) — Tiers of partnerships; 248(1) — 
Definition of “gross revenue”. 


History: Subsec. 247(5) added by 1998, c. 19; s. 238, applicable 
with respect to adjustments made under subsec. 247(2) for taxation 
years and fiscal periods that begin after 1998, except that subsec. 
247(5) does not apply to transactions completed before September 
LE 1997: 


(6) Deemed member of partnership — For the 
purposes of this section, where a person is a member 
of a partnership that is a member of another 
partnership, 


(a) the person is deemed to be a member of the 
other partnership; and 


(b) the person’s share of the income or loss of the 
other partnership is deemed to be equal to the 
amount of that income or loss to which the per- 
son is directly or indirectly entitled. 


History: Subsec. 247(6) added by 1998, c. 19, s. 238, applicable to 
taxation years and fiscal periods that begin after 1997. 


(7) Exclusion for loans to subsidiary — Sub- 
section (2) does not apply to a transaction that is a 
loan referred to in subsection 17(3). 


History: Subsec. 247(7) added by 1998, c. 19, s. 238, applicable to 
taxation years and fiscal periods that begin after 1997. 


(8) Provisions not applicable — Where subsec- 
tion (2) would, if this Act were read without refer- 
ence to sections 67 and 68 and subsections 69(1) and 
(1.2), apply to adjust an amount under this Act, sec- 
tions 67 and 68 and subsections 69(1) and (1.2) shall 
not apply to determine the amount if subsection (2) 
is applied to adjust the amount. 


History: Subsec. 247(8) added by. 1998, c. 19, s. 238, applicable to 
taxation years and fiscal periods that begin after 1997. 


(9) Anti-avoidance — For the purposes of deter- 
mining a taxpayer’s gross revenue under subpara- 
graph (3)(b)(i) and subsection (5), a transaction or 
series of transactions is deemed not to have oc- 
curred, if one of the purposes of the transaction or 
series was to increase the taxpayer’s gross revenue 
for the purpose of subsection (3). 

History: Subsec. 247(9) added by 1998, c. 19, s. 238, applicable 
with respect to adjustments made under subsec. 247(2) for taxation 
years and fiscal periods that begin after 1998, except that subsec. 
247(9) does not apply to transactions completed before September 
Tl, Toon 


(10) No adjustment unless appropriate — An 
adjustment (other than an adjustment that results in 
or increases a transfer pricing capital adjustment or a 
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transfer pricing income adjustment of a taxpayer for 
a taxation year) shall not be made under subsection 
(2) unless, in the opinion of the Minister, the circum- 
stances are such that it would be appropriate that the 
adjustment be made. 


History: Subsec. 247(10) added by 1998, c. 19, s. 238, applicable 
to taxation years and fiscal periods that begin after 1997. 


Information Circulars: 87-2R (draft): International transfer pric- 
ing and other international transactions. 


(11) Provisions applicable to Part — Sections 
152, 158, 159, 162 to 167 and Division J of Part I 
apply to this Part, with such modifications as the cir- 
cumstances require. i 


History [Part XVI.1]: Part XVI-1 added by 1998, c. 19; s. 238, 
applicable to taxation years and fiscal periods that begin after 1997. 


Definitions [s. 247]: “adjusted cost base” — 54, 248(1): “adjust- 
ment” — 247(2); “amount” — 248(1); “arm’s length” — 251(1); 
“arm’s length allocation”, “arm’s length transfer price”»— 247(1); 
“business” — 248(1); “capital. property” — 54, 248(1); depreciable 
property” — 13(21), 248(1); “documentation-due date” — 247(1); 
“eligible capital expenditure” — 14(5), 248(1); “employee”, “filing- 
due date” — 248(1); “fiscal period” — 249.1; “gross revenue” — 
247(5), (9), 248(1); “Minister”, “non-resident”? — 248(1); “prop- 
erty” — 248(1); “qualifying cost contribution arrangement” — 
247(1); “reasonable efforts” — 247(4); “record” — 248(1); “tax 
benefit” — 247(1); “taxation year” — 249; “taxpayer” — 248(1); 
“transaction”, “transfer price”, “transfer pricing capital adjustment”, 
“transfer pricing capital setoff adjustment”, “transfer pricing income 
adjustment”, “transfer pricing income setoff adjustment” — 247(1); 
“written” — Interpretation Act 35(1) [“writing”]. 


Part XVII — Interpretation 


248. (1) Definitions — In this Act, 


Selected Cases [subsec. 248(1)]: Friesen (J.) v. Canada, 
[1995] 2 C.T.C, 369 (SCC) (Plain meaning rule applies to interpre- 
tation of Act). 


“active business”, in relation to any business carried 
on by a taxpayer resident in Canada, means any busi- 
ness carried on by the taxpayer other than a specified 
investment business or a personal services business; 
Related Provisions: 95(1) — Meaning of “active business” of a 
foreign affiliate for FAPI purposes; 125(1) — Small business de- 
duction; 125(7)“‘active business” — Meaning of “active business” 
for purposes of the small business deduction: 248(1) — Small busi- 
ness corporation. 


Pre-RSC History: “Active business” substituted by 1984, c. 45, 
subsec. 92(1), applicable to 1985 et seg. “Active business” formerly 
read: 


“active business”, in relation to any business carried on by a 
corporation resident in Canada, has the meaning assigned by 
paragraph 125(6)(d); 
“Active business” added by 1979, c..5, subsec. 66(1), applicable to 
taxation years commencing after 1978. 


Interpretation Bulletins: IT-73R5: The small business deduc- 
tion; IT-406R2: Tax payable by an inter vivos trust. 


“additional voluntary contribution” to a registered 
pension plan means a contribution that is made by a 
member to the plan, that is used to provide benefits 
under a money purchase provision (within the mean- 
ing assigned by subsection 147.1(1)) of the plan and 
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that is not required as a general condition of mem- 
bership in the plan; 
Related Provisions: 60.2 — Refund of undeducted past service 


AVCs; 147.2(4) — Amount of employee’s pension contributions 
deductible. 


Pre-RSC History: “Additional voluntary contribution” added by 
1990, c. 35, subsec. 27(3), applicable after 1985. 


Interpretation Bulletins: IT-167R6: Registered pension plans — 


employee’s contributions. 


“adjusted cost base” has the meaning assigned by 
section. 54; 


Related Provisions: 40(1) — Calculation of gain or loss for capi- 
tal gain/loss purposes: 


“adjustment time” has the meaning assigned by 
subsection 14(5); 


Pre-RSC History: “Adjustment time” enacted by 1988, ¢. 55, 
subsec. 188(14), applicable after 1987. t 


“allowable business investment loss” has the 
meaning assigned by section 38; 

Related Provisions: 3(d) — Income for taxation year — applica- 
tion of allowable business investment losses; _111(1)(a), 
111(8)“non-capital loss” — Carryforward of allowable business in- 
vestment losses. 


Pre-RSC History: “Allowable business investment loss” added by 
1977-78, c. 42, s. 9. 


“allowable capital loss” has the meaning assigned 
by section 38; 


Related Provisions: 3(b)(ii) — Income for taxation year — ap- 
plication of allowable capital losses. 


“amateur athlete trust” has the meaning assigned 
by subsection 143.1(1); 


History: “Amateur athlete trust” enacted by 1994, c. 7; Sch. VIII 
(1993, c. 24), subsec. 139(7), applicable to 1988 er seq. 


“amortized cost’ of a loan or lending asset at any 
time to.a taxpayer means the amount, if any, by 
which the total of 


(a) in the case of a loan made by the taxpayer, the 
total of all amounts advanced in respect of the 
loan at or before that time, 


(b) in the case of a loan or lending asset acquired 
by the taxpayer, the cost of the loan or lending 
asset to the taxpayer, 


(c) in the case of a loan or lending asset acquired 
by the taxpayer, the part of the amount, if any, by 
which 


(1) the principal amount of the loan or lending 
asset at the time it was so acquired 


exceeds 
(ii) the cost to the taxpayer of the loan or lend- 
ing asset 


that was included in computing the taxpayer’s in- 
come for any taxation year ending at or before 
that time, 


(c.1) the total of all amounts each of which is an 
amount in respect of the loan or lending asset that 
was included in computing the taxpayer’s income 
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for a taxation year that ended at. or before that 
time in respect of changes in the value of the loan 
or lending asset attributable to the fluctuation in 
the value of a currency of a country other than 
Canada relative to Canadian currency, 


(d) where the taxpayer is an insurer, any amount 
in respect of the loan or lending asset that was 
deemed by reason of paragraph 142(3)(a) of the 
Income Tax Act, chapter 148 of. the Revised Stat- 
utes of Canada, 1952, as it read. in its application 
to the 1977 taxation year, to be a gain for any tax- 
ation year ending at or before that time, and 


(e) the total of all amounts each of which is an 
amount in respect of the loan or lending asset that 
was included under paragraph 12(1)(1) in comput- 
ing the taxpayer’s income: for ‘any taxation’ year 
ending at or before that time 


exceeds the total of 
(f) the part of the amount, if any, by which 


(i) the amount referred to in suppaagraph 
(c)(i1) 
exceeds 


(ii) the amount referred to in subparagraph 
(c)(i) 
that was deducted in computing the taxpayer’s in- 


come for any taxation year ending at or before 
that time, 


(f.1) the total of all amounts each of which is an | 


amount in respect of the loan or lending asset that 
was deducted in computing the taxpayer’s in- 

~ come for a taxation year that ended at or before 
that time in respect of changes in the value of the 
loan or lending asset attributable to the fluctua- 
tion in the value of a currency of a country other 
than Canada relative to Canadian currency, 


(g)-the total of all amounts that, at or before that 
time, the taxpayer had received as or on account 
or in lieu of payment of or in satisfaction of the 
principal amount of the loan or lending asset, 


(h) where the taxpayer is an insurer, any amount 
in respect of the loan or lending asset that was 
deemed by reason of paragraph 142(3)(b) of the 
Income Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, as it read in its application 
to the 1977 taxation year, to be a loss for any tax- 
ation year ending at or before that time, and 


(i) the total of all amounts each of which is an 
amount in respect of the loan or lending asset de- 
ducted under paragraph 20(1)(p) in computing 
the taxpayer’s income for any taxation year end- 
ing at or before that time; 


Related Provisions: 138(13) — Variation in amortized of certain 
insurers. 


History: Paras. (c.1) and (f.1) added to the definition “amortized 
cost” by 1995, c. 21, subsecs: 59(1), (2), applicable to taxation years 
that begin after June 17, 1987 and end after 1987. 
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Pre-RSC History: “Amortized cost” enacted by 1988, c. 55, sub- 
sec. 188(14), applicable to taxation years and fiscal periods, com- 
mencing after June 17, 1987 that end after 1987. 


I.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-442R: Bad debts and reserves for 
doubtful debts. 


*‘amount”’ means money, rights or things expressed 
in terms of the amount of money or the value in 
terms of money of the right or thing, except that, 
(a) notwithstanding paragraph (b), in any case 
where subsection 112(2.1), (2.2) or (2.4), or sec- 
tion 187.2 or 187.3 or subsection 258(3) or (5) 
applies to a stock dividend, the “amount”. of the 
stock dividend is the greater of 


(i) the amount by which the paid-up capital of 
the corporation that paid the dividend is in- 
creased by reason of the payment of the divi- 
dend, and 


(ii) the fair market value of the share or shares 
paid as a stock dividend at the time of 
payment, 


(b) in any case where section 191.1 applies to a 
stock dividend, the “amount” of the stock divi- 
dend for the purposes of Part VI.1 is the greater 
of 
(i) the amount by which the paid-up capital of 
the corporation that paid the dividend is in- 
creased by reason of the payment of the divi- 
dend, and 


(ii) the fair market value of the share or shares 
paid as a stock dividend at.the time of 
payment, 
and for any other purpose the amount referred to 
in subparagraph (1), and 
(c) in any other case, the “amount” of any stock 
dividend is the amount by which the paid-up cap- 
ital of the corporation that paid the dividend is in- 
creased by reason of the payment of the dividend; 
Related Provisions: 95(7) — 
by foreign.affilate. 


Pre-RSC History: “Amount” substituted by 1988, c. 55, subsec. 
188(1), applicable with respect to dividends paid after June 18, 
1987. “Amount” formerly. read: 


“Amount” of stock dividend paid 


“amount” means money, rights or things expressed in terms 

of the amount of money or the value in terms of money of the 

right or thing, except that the “amount” of any stock dividend 

paid by a corporation is 

(a) in the case of a dividend described in subsection 112(2.1), 
- (2.2) or (2.3), the greater. of 


(i) the amount of the increase in the paid-up capital of the 
corporation by virtue of the payment of the dividend, and 


(ii) the fair market value of the share or shares paid as a 
stock dividend at the time of payment, and 


(b) in any other case, the amount of the increase in the paid- 
up capital of the corporation by virtue of the payment of the 
dividend; 
All that portion of para. (a) preceding subpara. (i) substituted by 
1980-8 1-82-83,c. 140, subsec. 128(1), applicable after November 
12, 1981, to add “or (2.3)”. 
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“Amount” substituted by 1979, c. 5, subsec. 66(2), applicable with 
respect to dividends paid after November 16, 1978, to add subpara. 
(a)(i1) and para. (b). 

Selected Cases [subsec. 248(1)“amount”]: King Rentals Ltd. 
v. Canada, [1995] 2 C.T.C. 2612 (TCC) (Consideration for debt 
was amount of debt for which shares were issued and’credit made to 
share capital, not fair market value of the debt); Praxair Canada 
Inc. v. MNR, [1993] 1 C.T.C. 130 (FCTD) (Creditor accepting 
shares of debtor in satisfaction of unpaid interest received “amount” 
equal to fair market value of shares, not amount of par value); 
Laxton v. Canada, [1989] 2.C.T.C. 85 (FCA) (“Amount” of. benefit 
from interest-free loan should be reduced by taxpayer’s share of 
costs of loan). 


Interpretation Bulletins; IT-88R2: Stock dividends. 


Information Circulars: 88-2, para. 26: General anti-avoidance 
rule — section 245 of the Income: Tax Act. 


“annuity” includes an amount payable on a periodic 
basis whether payable at intervals longer or shorter 
than a year and whether payable under a contract, 
will or trust or otherwise; 


Related Provisions: 56(1)(d), 212(1)(0) — Annuity payments 
taxable; Canada-U.S. tax treaty, Art. XVIII:4 — Meaning of “annu- 
ities” for treaty purposes; Income Tax Conventions Interpretation 
Act 5 — Meaning of “annuity” for treaty purposes. 


Selected Cases [subsec. 248(1)“annuity”]: Rumack v. MNR, 
[1992]:1 C.T.C. 57 (FCA); leave to appeal to SCC refused (1992), 
143 NR 393 (note) (Lottery prize of $1,000 per month for life spon- 
sored by charitable association, which funded the prize by, purchas- 
ing annuity from life insurance company was held to be an annuity). 


“appropriate percentage” for a taxation year 
means the lowest percentage referred to in subsec- 
tion 117(2) that is applicable in determining tax pay- 
able under Part I for the year; 


Pre-RSC History: “Appropriate percentage” enacted by 1988, c. 
55, subsec. 188(14), applicable to 1988 ef seq. 


“assessment” includes a reassessment; 


Related Provisions: 152 — Assessments: 244(15) — Assess- 
ment deemed made.on dateof mailing: 


“automobile” means 


(a) a motor vehicle that is designed or adapted 
primarily to carry individuals on highways’ and 
Streets and that has a seating capacity for not 
more than the driver and 8 passengers, 


but does not include 
(b) an ambulance, 


(c) a motor vehicle acquired primarily for use as 
a taxi, a bus used in a business of transporting 
passengers or a hearse used in the course of a 
business of arranging or managing funerals, 


(d) except for the purposes of section 6, a motor 
vehicle acquired to be sold, rented or leased in 
the course of carrying on a business of selling, 
renting or leasing motor vehicles or a motor vehi- 
cle used for the purpose of transporting passen- 
gers in the course of carrying on a business of ar- 
ranging or managing funerals, and 
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(e) a motor vehicle of a type commonly called a 
van or pick-up truck or a similar vehicle 


(i) that has a seating capacity for not more 
than the driver and 2 passengers and that, in 
the taxation year in which it is acquired, is 
used primarily for the transportation of goods 
or equipment in the course of gaining or pro- 
ducing income, or 


(ii) the use of which, in the taxation year in 
which it is acquired, is all or substantially all 
for the transportation of goods, equipment or 
passengers in the course of gaining or produc- 
ing income; 
Related Provisions: 248(1) — “motor vehicle”, “passenger 
vehicle”. 


History: “Automobile” substituted by 1994, c. 7, Sch: II (1991, c. 

49), subsec. 192(1), applicable to taxation years and fiscal periods 

beginning after June 17, 1987 that end after 1987. That definition 

formerly read: 
“automobile”. means 


(a) a motor vehicle that is designed or adapted primarily 
to carry individuals and their personal luggage and that 
has a seating capacity for not more than the driver and 8 
passengers, and 


(b) a motor vehicle that is 


(i) of a type commonly called a station wagon or van 
or a similar vehicle if it is equipped in a reasonably 
permanent way to carry more than the driver and 2 
passengers but not more than the driver and 8 pas- 
sengers, or 
(ii) of a type commonly called a van or pick-up truck 
or a similar vehicle unless it is designed’ or adapted 
to carry not more than the driver and 2 passengers 
and is used primarily for the. transportation of goods 
or equipment in the course of a business or for the 
purpose of earning income, 
but does not include 
(c) an ambulance, 


(d) a motor vehicle acquired primarily for use as a taxi or 
in connection with funerals, or 


(e) except for the purposes of section 6, a motor vehicle 
acquired to be sold, rented or leased in the course of car- 
rying on a business of selling, renting ‘or leasing motor 
vehicles; 
Pre-RSC History: “Automobile” enacted by 1988, c, 55, subsec. 
188(14), applicable to taxation years and fiscal periods commencing 
after June 17, 1987 that end after 1987. 
Interpretation Bulletins: IT-521R: Motor vehicle expenses 
claimed by self-employed individuals; IT-522R: Vehicle, travel and 
sales expenses of employees. 


“palance-due day” of a taxpayer for a taxation year 
means, 


(a) where the taxpayer is a trust, the day that is 90 
days after the end of the year, 


(b) where the taxpayer is an individual who! died 
after October in the year and before May in the 
following taxation year, the day that is 6 months 
after the day of death, 


(c) in any other case where the taxpayer is an in- 
dividual, April 30 in the following taxation year, 
and . 
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(d) where the taxpayer is a corporation, the day 

on or before which the corporation is required 

under section 157 to pay the remainder of its tax 

payable under Part I for the year or would be so 

required if such a remainder were payable; 
Related Provisions: 150(1) — Returns; 156.1(4) — Payment of 
balance — individuals who pay instalments; 157(1)(b) — Payment 
of balance by corporations; 158 — Payment of balance on assess- 
ment; Interpretation Act 26 — Deadline on sna or holiday ex- 
tended to next business day. 


History: The definition “balance-due day” in subsec. 248(1) 
amended by 1997, c..25, subsec. 71(1), applicable to 1996 e7 seq. It 
formerly read: 


“balance-due day” of an individual for a taxation year means 


(a) where the individual is.a trust, the day that is 90 days 
after the end of the year, , 


(b) where the individual died after agaes in the year 
and before May in the immediately following taxation 
year, the day that is 6 months after the day of death, and 


(c) in any other case, April 30 in the immediately follow- 
ing taxation year; 


“Balance-due day” added by 1994, c. 7, Sch. If (1991, c. 49), sub- 
sec. 192(14), applicable after 1989. 


Information Circulars: 98-1: Collection policies (Draft). 


“bankrupt” has the meaning assigned by the Bank- 
ruptcy and Insolvency Act; 

Related Provisions: 80(1)“forgiven amount’B(i) — Debt for- 
giveness rules do not apply when debtor is bankrupt; 128 — Rules 
on bankruptcy. 


History: The definition “bankrupt” added a by 1995, c. 21, subsec. 
43(2), applicable to taxation years that’end after February 21, 1994. 


“benefit under a deferred profit sharing plan”’ re- 
ceived by a taxpayer in a taxation year means the to- 
tal of all amounts each of which is an amount re- 
ceived by the taxpayer in the year from a trustee 
under the plan, minus any amounts deductible under 
subsections 147(11) and (12) in computing the in- 
come of the taxpayer for the year; 

Related Provisions: 56(1)(i), 147(10) — DPSP benefits taxable. 


“bituminous sands’? means sands or other rock 
materials containing naturally occurring hydrocar- 
bons (other than coal) which hydrocarbons have 


(a) a viscosity, determined in a prescribed man- 
ner, equal to or greater than 10,000 centipoise, or 


(b) a density, determined in a prescribed manner, 
equal to or less than 12 degrees API; 
History: The definition “bituminous sands” added to subsec. 


248(1) by 1997, c. 25, subsec. 71(3), applicable after March 6, 
1996. 


Regulations: 1107 (prescribed manner for determining viscosity 
and density). 


“borrowed money” includes the proceeds to a tax- 
payer from the sale of a post-dated bill drawn by the 
taxpayer on a bank; 

Related Provisions: 15.1(4) — Money borrowed; 15.2(4) — Sta- 


tus of interest; 20(1)(c) — Interest on money borrowed for certain 
purposes is deductible; 20(2), (3) — Rules re borrowed money. 


Pre-RSC History: “Borrowed money” amended by 1992, c. 1, 
Sch. V, subsec. 21(1), to substitute “a bank” for “a bank to which 
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the Bank Act or the Quebec Savings Banks Act applies” 
from February 28, 1992. 


“Borrowed money” enacted by 1984, c..45, subsec. 92(2), applica- 
ble in respect of bills drawn after 1982 that are payable more than 
366 days from the date of their certification and in respect of all 
bills drawn after June 1984. 


Interpretation Bulletins: [T-121R3: Election to capitalize cost of 
borrowed money. 


, applicable 


“business” includes a profession, calling, trade, 
manufacture or undertaking of any kind whatever 
and, except for the purposes of paragraph 18(2)(c), 
section 54.2, subsection 95(1) and paragraph 
110.6(14)(f), an adventure or concern in the nature 
of trade but does not include an office or 
employment; 


Related Provisions: 253 — Extended meaning of “carrying on 
business” in Canada. 


History: The definition “business” amended by 1995, c. 21, s. 47, 
applicable to taxation years that end after 1994. The definition for- 
merly read: 


“business” includes a profession, calling, trade, manufacture 
or undertaking of any kind whatever and, except for the pur- 
poses of paragraph 18(2)(c), section 54.2 and paragraph 
110.6(14)(f), an adventure or concern in the nature of trade 
but does not include an office or employment; 


Pre-RSC History: “Business” amended by 1988, c. 55, subsec. 
188(1), to substitute “paragraph. 18(2)(c), section 54.2 and para- 
graph 110.6(14)),” for “paragraph 18(2)(c),” applicable with re- 
spect to dispositions occurring after 1987. 


“Business” substituted by 1979, c. 5, subsec. 66(3), applicable after 
November 16, 1978. “Business” formerly read: 


“business” includes a profession, calling, trade, manufacture 
or undertaking of any kind whatever and includes an adven- 
ture or concern in:the nature of trade but does not include an 
office or employment; 


Selected Cases [subsec. 248(1)“business”]: Loewen (H.R.) 
v. MNR, [1993] 1 C.T.C. 212 (FCTD) (Acquisition and disposition 
of SRTC debenture was adventure in nature of trade); Moloney v. 
Canada, [1992] 2 C.T.C. 227 (FCA); leave to appeal to SCC 're- 
fused [unreported] (May 6, 1993), Doc.,23336 (Deduction of busi- 
ness expenses disallowed; no business actually carried on); Pollock 
v. Canada, [1990] 1 C.T.C. 196 (FCTD); appealed to FCA (Jan. 19, 
1990), File A-75/76- 90 (Disposition of shares. acquired pursuant to 
employee stock option plan was adventure in nature of trade); 
London Life Insurance Co. v. Canada, [1990] 1 C.T.C. 43 (FCA) 
(Taxpayer entering agency agreement with Bermuda firm “carried 
on an insurance business in a country other than Canada”. Expenses 
related to excess computer capacity provided to taxpayer’s subsidi- 
ary for latter to sell to public were beyond scope of insurance busi- 
ness and not deductible); Grohne v. Canada, [1989] 1 C.T.C. 434 
(FCTD) (Director/shareholder and president receiving shares pursu- 
ant to standby agreement not engaged in adventure in nature of 
trade), 


Adventure in the nature of trade: Walton v. The Queen, [1982] 
C.T.C. 228 (FCTD) (Adventure in nature of trade where city plan- 
ner, having knowledge of real estate opportunities, acquired and dis- 
posed of three leased dwelling houses); The Queen v. Lague, 
Leopold, Inc., [1981] C.T.C. 348 (FCTD) (Assignment of contrac- 
tual rights was disposition of eligible capital property, not adventure 
in nature of trade); Bossin v. The Queen, [1976] C.T.C. 358 (FCTD) 
(Irrespective of nature of commodity, where intention is to resell 
quickly, there is an adventure in nature of trade); MNR v. Freud, 
[1968] C.T.C. 438 (SCC) (Expenses of unsuccessfully promoting 
sports car prototype deductible expenses of adventure in nature of 
trade); MNR v. Eldridge, [1964] C.T.C. 545 (Exch) (Income from 
illegal business taxable). 
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Interpretation Bulletins: IT-153R3: Land developers — subdivi- 
sion and development costs and carrying charges on land; IT-206R: 
Separate businesses; IT-218R: Profit, capital gains and losses from 
the sale of real estate, including farmland and ‘inherited land ’and 
conversion of real estate from capital property to inventory and vice 
versa; IT-371: Rental property — meaning of “principal business”: 
IT-459: Adventure or concern in the nature of trade. ' 


“business limit” of a corporation for a taxation year 
means the amount determined under section 125 to 


be its business limit for the year; 


Related Provisions:, 125(2)-(5.1) — Determination of business 
limit. vor 

History: The definition “business limit? added to subsec. 248(1) by 
1997, c. 25, subsec. 71(3),,applicable after May 23, 1985. 


“business number” means the number (other than a 
Social Insurance Number) used by the Minister to 
identify | 


(a) a corporation or partnership, or 


(b) any other association or taxpayer that carries 
on a business or is required by this Act to deduct 
or withhold an amount from an amount paid or 
credited. or deemed to. be paid or.credited, under 
this Act 


and of which the Minister has notified’ the corpota- 
tion, partnership, association or taxpayer; 


History: The definition “business number’ amended by 1998; 'c. 
19, subsec. 239(6),.in force on June-18, 1998... 


“Canadian-controlled private corporation” has 
the meaning assigned by subsection 125(7); ~ | 


Reiated Provisions: 248(1) — “Small business corporation”. 


Pre-RSC History: “Canadian-controlled private corporation” 
amended by 1984, c. 45, subsec. 92(3), to substitute subsée."125(7) 
for 125(6), applicable to 1985 et seq. 


I.T. Application Rules: 50(1) (status for 1972 taxation year). 


Interpretation Bulletins: IT-458R: Canadian-controlled private 
corporations. ~' ; : 


“Canadian corporation” has the meaning assigned 
by subsection 89(1); | 


“Canadian development expense” has the meaning 
assigned by. subsection 66,.2(5); 


Pre-RSC History: “Canadian development expense” enacted by 
1985, c. 45, subsec. 122(2), applicable to taxation years commenc- 
ing after 1984. °' 


“Canadian exploration and development ex- 
penses” has the meaning assigned by subsection 
66(15); 


Pre-RSC History: “Canadian exploration and development. ex- 
penses” enacted. by 1985, c. 45; subsec. 122(2), applicable to taxa- 
tion years commencing after 1984. 


“Canadian exploration expense”’ has the meaning 
assigned by subsection’66.1(6); 


Pre-RSC History: “Canadian exploration expense” enacted by 
1985, c. 45, subsec., 122(2), applicable to taxation years commenc- 
ing after 1984. 
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“Canadian field processing”. means, except as: oth- 
erwise prescribed, 


(a) the processing in Canada of raw natural’gas at 
a field separation and dehydration ‘facility, 

(b) the processing in Canada of raw natural gas at 
a natural gas processing plant to any stage that ‘is 
not beyond the stage of natural gas that is accept- 
able to a common carrier of natural gas, 


(c) the processing in Canada of hydrogen 
sulphide derived from raw. natural gas to: any 
stage that is not beyond the marketable ‘sulphur 
Stage, en 

(d) the processing in Canada of natural gas li- 
quids, at a natural gas processing plant where the 
input is raw natural gas dérived from a natural ac- 
cumulation of natural gas, to any stage that is not 
beyond the marketable liquefied petroleum stage 
or its equivalent, : 

(e) the processing in Canada. of crude oil (other 
than heavy crude oil recovered from an oil or gas 
well or a tar sands deposit) recovered froma nat- 
ural accumulation of petroleum to any stage that 
is not beyond the crude oil stage or its equivalent, 
and 


(f) prescribed activities | 
and, for the purposes of paragraphs (b) to (d), 


(g) gas is not considered to cease to be raw:natu- 
ral gas solely because of its processing at.afield 
Separation and dehydration: facility until it is re- 
ceived by a common carrier of natural gas, and 


(h) where all or part of a natural.gas processing 

plant.is devoted primarily to the recovery. of eth- 

ane, the plant,.or the part of the plant, as the case 

maybe, is considered, not to be.a natural gas 

processing plant; saac) 
History: Para. (g) of the d: ‘inition “Canadian field processing” in 
subsec. 248(1) amended by. 1998, ¢..19..subsec, 239(2), applicable 
after 1996. Para. (g) formerly read: : 


(g) gas is not considered to Cease to be raw natural gas solely 

because of its processing at a field separation and dehydration: 

facility, and ict 
The. definition “Canadian field processing” added to subsec..248(1) 
by 1997, c. 25, subsec, 71(3), applicable after 1996. 


“Canadian oil and gas property, expense’ has the 
meaning assigned by subsection 66:4(5); 


Pre-RSC History: “Canadian: oil.and gas property expense”. ien- 
acted by 1980-81-82-83,.c. 48, subsec:, 108(1), applicable after De- 
cember 11, 1979; 


“Canadian partnership” has the meaning assigned 
by section 102; : 


Related Provisions: 80(1) ‘Eligible Canadian partnership”. 


Pre-RSC History: “Canadian partnership” enacted by 1979, c. 5, 
subsec. 66(4). 


Interpretation Bulletins: IT-123R6: Transactions involving ‘eli- 
gible capital property. 


“Canadian resource property” has the meaning as- 
signed by subsection 66(15); 
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Pre-RSC History: “Canadian resource property” substituted. by 
1985, c. 45, subsec. 122(1). The definition formerly, read: 


“Canadian resource property” and “foreign resource prop- 
erty” have the meanings assigned by section 66; 


“Canadian resource propetty” enacted by 1974-75- 76, c. 26, subsec. 
125(1), applicable to 1974 ef seq. 


“capital dividend” has the meaning assigned by 
section 83; 

Pre-RSC History: “Capital dividend” amended by 1988, c. 55, 
subsec. 188(1), to substitute “section 83” for “subsection 83(2)”, ap- 


plicable with respect to dividends paid after 4 p.m. EDST, Septem- 
ber 25, 1987. 


“capital gain” for a taxation year from the disposi- 
tion of any property has the meaning assigned by 
section 39; 


“capital interest” of a taxpayer in a trust has the 
meaning assigned by subsection 108(1); 


“capital loss” for a taxation year. from the disposi- 
tion of any property has the meaning assigned by 
section 39; 


“capital property” has the meaning assigned by 
section 54; 


“‘cash method” has the meaning assigned by subsec- 
tion 28(1); 

History: “Cash method” enacted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 192(14), applicable after 1988. 


“cemetery care trust” has the meaning assigned by 
subsection 148.1(1); 


History: The definition “cemetery care trust” added to subsec. 
248(1) by 1998; c:\19, subsec. 239(6), applicable after 1992. ° 


“common share” means a share the holder of which 
is not precluded on the reduction or redemption of 
the capital stock from participating in the assets of 
the corporation beyond the amount paid up on that 
share plus a fixed premium and a defined rate of 
dividend; 
Related Provisions: 248(1) 


Interpretation Bulletins: IT-116R3: Rights to buy additional 
shares. 


— ‘Preferred share”. 


“controlled foreign affiliate’ has the meaning as- 
signed by subsection 95(1); 

History: The definition “controlled foreign affiliate” added to sub- 
sec. 248(1) by 1997; .c. 25, subsec, 71(3), applicable after 1995. 


“corporation” includes an incorporated company; 


Related Provisions: 227.1 — Liability of directors; 236 — Exe- 
cution of documents by corporations; 242 — Officers, directors and 
agents guilty of corporation’s offences; Interpretation Act’21(1) — 
Powers vested in corporation; Interpretation Act 35(1) — Corpora- 
tion does not include partnership that is separate legal entity. 


Interpretation Act, R.S.C. 1985, c. I-21, subsec. 35(1):: 


“corporation” does not include a partnership that is consid- 
ered to be a separate legal entity under provincial law; 


Interpretation Bulletins: IT-343R: Meaning of the term “corpo- 
ration” [for purposes of the definition of “foreign, affiliate”]; IT- 
432R2: Benefits conferred on shareholders. 
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“corporation incorporated in Canada” includes a 
corporation incorporated in any, part of Canada 
before or after it became part of Canada; 


Related Provisions: 250(5.1) — Corporation continued outside 
Canada deemed incorporated in new jurisdiction. 


Pre-RSC History: The definition “corporation incoxporated in 
Canada” was included under the heading for “corporation”. 


“cost amount” to a taxpayer of any property at any 
time means, except as expressly otherwise provided 
in this Act, 


(a) where the property was depreciable property 
of the taxpayer of a prescribed. class, the amount 
that would be that proportion of the un- 
depreciated capital cost to the taxpayer of prop- 
erty of that class at that time that the capital cost 
to the taxpayer of the property is of the capital 
cost to the taxpayer of all property of that class 
that had not been disposed of by the taxpayer 
before that time if subsection 13(7) were read 
without reference to paragraph 13(7)(e) and if 


(i) paragraph 13(7)(b) were read as follows: 


“(b). where a taxpayer, having acquired 
property for some other purpose, has 
commenced at a later time to use it.for 
the purpose of gaining or producing in- 
come, the taxpayer shall be deemed to 
have acquired it at that later time at a 
capital cost to the taxpayer equal to the 
fair market value of the oie paar at that 
later time;”, and 


(ii) subparagraph eect were read as 
follows: — 


“(i) if the use regularly made by the tax- 
payer of the property for the purpose of 
gaining or producing income has in- 
creased, the taxpayer shall be deemed to 
have acquired at that time depreciable 
property of that class at a capital cost 
equal to the proportion of its fair market 
value at that time that the amount of the 
increase in the use regularly made by the 
taxpayer of the property for that purpose 
is of the whole of the use regularly made 
of the property, and”. 


(b) where the property was capital property (other 
than depreciable property) of the taxpayer, its ad- 
justed cost base to the taxpayer at that time, 

(c) where the property was property described in 
an inventory of the taxpayer, its value at that time 
as determined for the purpose of computing the 
taxpayer’s income, 


(c.1) where the taxpayer. was a financial institu- 
tion in its taxation year that includes that time 
and the property was a mark-to-market property 
for the year, the cost to the taxpayer of the 
property, 

(d) where the property was eligible capital prop- 
erty of the taxpayer in respect of a business, */3 of 
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the amount that would, but for subsection ne). 
be determined by the formula | 


B 
Ax 
€ 


where 


A is the cumulative eligible capital of the tax- 
payer in respect of the business at that time, 


B is the fair market value at that time of the 
property, and 


C is the fair market value at that time of all the 
eligible capital property of the taxpayer in re- 
spect of the business, 


(d.1) where the property was a loan or lending as- 
set (other than a net income stabilization account 
or a property in respect of which paragraph (b), 
(c), (c.1) or (d.2) applies), the amortized cost of 
the property to the taxpayer at that time, 


(d.2) where the taxpayer was a financial institu- 
tion in its taxation year that includes that time 
and the property was a specified debt obligation 
(other than a mark-to-market property for the 
year), the tax basis of the property to the taxpayer 
at that time, — 


(€) where the property was a right of the taxpayer 
to receive an amount, other than property that is 


(i) a debt the amount of which: was deducted 
under paragraph 20(1)(p) in. computing the 
taxpayer’s income for a taxation year that en- 
ded before that time, 


(ii) a net income stabilization account, 


(ili) a right in respect of which paragraph (b), 
(c), (c.1), (d.1) or (d.2) applies, or 

(iv) a right to receive production (as defined 
in subsection 18.1(1)) to which a: matchable 
expenditure (as defined in subsection 18.1(1)) 
relates, 


the amount the taxpayer has a right to receive, 


(e.1) where the property was a policy loan 
(within the meaning assigned by subsection 
138(12)) of an insurer, nil, 


(e.2) where the property is an interest of a benefi- 
ciary under a qualifying environmental trust, nil, 
and 


(f) in any other case, the cost to the taxpayer of 
the property as determined for the purpose of 
computing the taxpayer’s income, except to the 
extent that that cost has been deducted in comput- 
ing the taxpayer’s income for any taxation year 
ending before that time; 


and, for the purposes of this definition, “financial in- 
stitution”, “mark-to-market property” and “specified 
debt obligation” have the meanings assigned by sub- 
section 142.2(1), and “tax basis” has the meaning as- 
signed by subsection 142.4(1); 


Related Provisions: 13(7) — Rule affecting capital cost of de- 
preciable property; 13(33) — Consideration given for depreciable 
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capital; sell i of stock dividend; 53 — Adjusted ‘cost 
Order of disposal-of depreciable 
property on death; 108(1) — MBBS: of “cost amount” of capital 
interest in a trust. 


History: Subpara. (e)(iv) added to the definition “cost amount” by 
1998, c. 19, subsec. 239(3), applicable after November 17, 1996, 


Para. (e.2) of the definition “cost amount” in subsec. 248(1) 
amended by the said ‘c.' 19, subsec. 66(2); applicable after: 1995. 
Para. (e.2) formerly read: 


(e.2) where the property is an interest of a beneficiary under a- 
mining reclamation trust, nil, and 


Para. (c.1) added to the definition “cost amount” by 1995, cy 245 
subsec. 59(3), applicable to taxation years that begin after October 
1994. ' 


Pards, (d.1) and (d.2) added to the definition ‘ ‘cost ameunie, ahd 
para. (e) amended by 1995, c. 21, subsec. 59(4), applicable to the 
determination of cost amount at a time after February 22, 1994. 
Para. (e) formerly read: , 


(e) where the’ property was a debt owing tothe ibynapan 
(other than the amount in respect of such property that was 
deducted: under paragraph 20(1)(p) in computing the® tax- 
payer’s income for a taxation year ending before that time or 
of a net income stabilization account) or any other right of the 
taxpayer to receive an amount (other than a right to receive an 
amount in respect of a net income stabilization account), the 
amortized cost of the property to the taxpayer at that time or, 
where the property does not have an amortized cost to the 
taxpayer, the amount of the debt or right that. was outstanding 
at that time, 


The closing words added to the definition “cost amount” by 1995, c: 
21, subsec. 59(5), applicable to the determination of cost amount at 
a time after February 22, 1994. 


Para. (e.2) added to the definition “cost amount” by, 1995, ¢:3; sub- 
sec. 52(3), applicable after 1993. 


Paras. (d) and (e) of “‘cost amount” amendea by 1994, ¢..7, Sch. 
VIII (1993, c. 24), subsec. 139(2), para: (d) applicable (by subsec. 
139(11), as amended by 1994, c. 21, s. 138) 


(a) in the case of a corporation, to taxation years of the’ corpora- 
tion beginning after June 1988, and 


(b) in any other case, to fiscal periods | ‘commencing after 1987, 


except that, in its application before July 14, 1990, para. @) shall be 
read as follows: 


(d) where the property was eligible capital otapeae in 1 respect 
of a business, “/3 of the amount that would; ‘but for subsection 
14(3), be the cumulative eligible capital-of the taxpayer in re- 
spect of the business at that time, ' 


and para. (e) applicable to 1991 et ped: Paras. (d) and d.{€) formerly 
read: 


(d) where the property was eligible capital ee oe of the 
taxpayer in respect of a business, the amount that would; but: 
for subsection 14(3), be that proportion of the cumulative eli- 
gible capital of the taxpayer in respect of the pousingss at that, 
time that 


(i) the fair market value at that timé of the propery 
is of | 


(ii) the fair market value at that time of all of the eligible 
capital property of the taxpayer in respect of the business, 


(e) where the property was a debt owing to the taxpayer 
(other than the amount in respect of that property that was 
deducted under paragraph 20(1)(p) in computing the tax- 
payer’s income for a taxation year ending before that time) or 
any other right of the taxpayer to receive an amount, the am- 
ortized cost of the property to the taxpayer at that time or, 
where the property does’ not have an’ amortized°cost to ‘the 
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taxpayer, the amount of the debt or pea that was outstanding 
at that time, 


Paras. (a), (d) of “cost amount” substituted by 1994, c. 7, Sch. II 
(1991, c.. 49), subsecs. 192(2), (3), para. (a) applicable after May 22, 
1985; para. (d). applicable after 1987 except that before July 14, 
1990 the para. shall be read as follows: 


(d) where the property was eligible capital property of the 
taxpayer in respect of a business, the amount that would, but 
for subsection 14(3), be the cumulative eligible capital of the 
taxpayer in respect of the business at that time, 


Paras. (a), (d) formerly read: 


(a) where the property was depreciable property of the tax- 
payer of a prescribed class, that proportion of the un- 
depreciated capital cost to the taxpayer of property of that 
class at that time that the capital cost to the taxpayer of the 
property is of the capital cost to the taxpayer of all property 
of that class, 


(d) where the property was eligible capital property of the 
taxpayer in respect of a business, the cumulative eligible cap- 
ital of the taxpayer in respect of the business at that time, 


Pre-RSC History: Para. (e) of “cost amount’ substituted, para. 
(e.1) added by 1988, c. 55, subsec. 188(2), applicable after 1986. 
Para. (e) formerly read: 


(e) where the property was a debt owing to the taxpayer 

‘(other than a debt the amount of which was deducted under 
paragraph 20(1)(p) in computing the taxpayer’s income for a 
taxation year ending before that time) or any other right of the 
taxpayer to receive an amount, the amount of the debt or 
other right that was outstanding at that time, and 


Para. (e.1) of “cost amount” repealed by 1986, c. 6, subsec. 126(2), 
applicable to 1986 et seq. Para. (e.1) formerly read: 


(e.1) where the property was an indexed security of the tax- 
payer, its fair market value (within the meaning assigned by 
paragraph 47.1(1)(d)) at that time, and 


Para. (e.1) of “cost amount” added by 1984, c. 1, subsec. 104(1), 
applicable after September 30, 1983. 


Selected Cases [subsec. 248(1)“cost amount”]: Canada v. 
Dresden Farm Equipment Ltd., [1989] 1 C.T.C. 99 (FCA) (No in- 
ventory deduction for dealer/agent selling goods he did not own be- 
cause there was no cost amount). 


1.T. Application Rules: 18 (property acquired before 1972). 


Interpretation Bulletins: IT-142R3: Settlement of debts on the 
winding-up of a corporation; IT-220R2: CCA — Proceeds of dispo- 
sition of depreciable property; IT-457R: Election by professionals 
to exclude work in progress from income; IT-471R: Merger of part- 
nerships; IT-488R2: Winding-up of 90%-owned taxable Canadian 
corporation; IT-528: Transfers of funds between registered plans. 


‘credit union’’ has the meaning assigned by subsec- 
tion 137(6); 

Pre-RSC History: “Credit union” enacted by 1974-75-76, c. 26, 
subsec. 125(2), applicable to 1972 et seq. 


‘cumulative eligible capital’ has the meaning as- 
signed by subsection 14(5); 


“death benefit” means the total of all amounts re- 
ceived by a taxpayer in a taxation year on or after the 
death of an employee in recognition of the em- 
ployee’s service in an office or employment minus 


(a) where the taxpayer is the only person who has 
received such an amount and. who is a surviving 
spouse of the employee (which person is, in this 
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definition, referred to as the “surviving spouse’), 
the lesser of 


(i) the total of all amounts so received by the 
taxpayer in the year, and 


(ii) the amount, if any, by which $10,000 ex- 
ceeds the total of all amounts received by the 
taxpayer in preceding taxation years on or af- 
ter the death of the employee in recognition of 
the employee’s service in an office or employ- 
ment, or 


(b) where the taxpayer is not the surviving spouse 
of the employee, the lesser of 


(i) the total of all amounts so received by the 
taxpayer in the year, and 


(ii) that proportion of 


(A) the amount, if any, by which $10,000 
exceeds the total of all amounts received 
by the surviving spouse of the employee at 
any time on or after the death of the em- 
ployee in recognition of the employee’s 
service in an office or employment 


that 


(B) the amount described in subparagraph 
(1) 
is of 
(C) the total of all amounts received by all 
taxpayers other than the surviving spouse 
of the employee at any time on or after the 
death of the employee in recognition of the 
employee’s service in an. office or 
employment; | 
Related Provisions: 56(1)(a)(iii) — Death benefit included in in- 
come; 104(28) — Death benefit flowed through trust; 252(4)(a) — 
Extended meaning of “spouse”. 
History: That portion of para. (a) of “death benefit” preceding sub- 
para. (i) amended by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 
139(3), applicable to 1993 et seg. That portion formerly read: 


(a) where the taxpayer is the surviving spouse of the em- 
ployee, the lesser of 


Pre-RSC History: “Death benefit” substituted by 1985, c. 45, 
subsec. 122(1), applicable to 1985 et seq. The definition formerly 
read: 


“death benefit” for a taxation year means the amount or 
amounts received in the year by any person upon or after the 
death of an employee in recognition of his service in an office 
or employment minus 


(a) where the amount or amounts were received by his 
widow, the lesser of 


(i) the amount or amounts so received, and 


(ii) an amount equal to the employee’s salary, wages 
and other remuneration for the last year in that office 
or employment for which he received any such re- 
muneration or $10,000, whichever is the lesser, mi- 
nus amounts deductible in computing for previous 
years the death benefits received in respect of his ser- 
vice in that office or employment, or 


(b) where the employee died without leaving a widow or 
where no amount is deductible in computing for any year 
the death benefits received by his widow in respect of his 
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service in that or any other office or employment, the 
lesser of 


(i) the amount or amounts so received, and 


(i) that proportion of any amount determined as pro- 
vided in subparagraph (a)(ii) that the amount or 
amounts so received are of the aggrégate of all 
amounts received in the yedr, by each of the persons 
who receiyed any such amount ,or amounts, upon or 
after the death of the employee in recognition of his 
service in that office or employment, 


except that where any death benefits were received in the 
year in respect of the services of an employee in more than 
one office or employment, 


(c) this definition shall be read as requiring a separate de- 
termination of the death benefits received in respect of 
his service in each particular office or employment, and 
(d) there shall be substituted for the amount determined 
under subparagraph (a)(ii) or (b)(ii), as the case may be, 
in respect of each particular office or employment an 
amount equal to that proportion of the amount otherwise 
determined thereunder that the employee’s salary, wages 
and other remuneration for the last year in that particular 
office or employment for which he received any such re- 
muneration is of the aggregate of his said remuneration 
for the last years in each of the said offices or employ- 
ments from which he received any such remuneration: 


Interpretation Bulletins: IT-508R: Death benefits. 


“deferred amount” at the end of a taxation year 
under a salary deferral arrangement in respect of a 
taxpayer means 


(a) in the case of a trust governed by the arrange- 
ment, any amount that a person has a right under 
the arrangement at the end of the year to receive 
after the end of the year where the amount has 
been received, is receivable or may at any time 
become receivable by the trust as, on account or 
in lieu of salary or wages of the taxpayer for ser- 
vices rendered in the year or a preceding taxation 
year, and 


(b) in any other case, any amount that a person 


has a right under the arrangement at the end of — 


the year to receive after the end of the year, 


and, for the purposes of this definition, a right under 
the arrangement shall include a right that. is subject 
to one or more conditions unless there.is a substan- 
tial risk that any one of those conditions will not.be 
satisfied; | 

Pre-RSC History: “Deferred amount” enacted by 1986, c. 55, 
subsec. 78(3), applicable after February 25, 1986 with respect to 
plans and arrangements otherwise than with respect to: an amount 
that would be a deferred amount but for this exception under an 
agreement in writing made before February 26, 1986 by a taxpayer 


and his employer or former employer where the amount is in respect 
of 


(a) services rendered by the taxpayer before July, 1986; or 


(b) services rendered by the taxpayer after June, 1986, where 
the taxpayer is obliged to defer receipt of the amount and can- 
not cancel or otherwise avoid that obligation. 


“deferred profit sharing plan” has the meaning as- 
signed by subsection 147(1): 


“depreciable property” has the meaning assigned 
by subsection 13(21); 
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Related Provisions: See under 13(21)“depreciable property”. 
Selected Cases [subsec. 248(1)“depreciable property”]: 


Gordon v. Canada, [1995] 2 C.T.C. 2185 (TCC) (Uncompleted film 
held to be “depreciable property”. Terminal loss allowed). 


I.T. Application Rules: 18, 20 (property acquired before 1972). 


“designated insurance property” has the meaning 
assigned. by. subsection 138(12);. 
History: The definition “designated insurance property” added to 


subsec. 248(1) by 1997, c. 25; subsec. 71(3), applicable to: 1997 et 
seq. 


“designated surplus” — [Repealed under former 
Act] 
ct 


Pre-RSC History: “Designated. surplus” repealed by 1977-78, c. 
1, subsec. 98(1), applicable after March 31, 1977. “Designated sur- 
plus” formerly read: 


“designated surplus” has the meaning assigned by Part VII; 


“dividend” includes a stock dividend (other than a 
stock dividend that is paid to a corporation or to a 
mutual fund trust by a non-resident corporation); 


Related Provisions: 15(3), (4) — Interest or dividend on income 
bond or debenture; 52(3) — Cost of stock dividend; 55(2) — Capi- 
tal gains stripping — Deemed dividend; 82(1) — Dividends in- 
cluded in income; 84 -— Deemed dividend; 90 — Dividend from 
non-resident corporation; 93(1) — Election re disposition of share 
in. foreign affiliate; .137(4.2) — Credit. unions — deemed. interest 
deemed not to be a dividend; 258 — Certain amounts deemed to be © 
or not to, be dividends. 
History: “Dividend” substituted by 1994, c.'7, Sch. II (1991, c: 49), 
subsec. 192(1), applicable to stock. dividends paid to a corporation 
or to a mutual fund trust Bs 

(a) after May 23, 1985 and before 1991, where the corporation 

or trust, as the case may be, so elected by notifying the Minister 

of National Revenue in writing before July 1991, and 


(b) in any other case, after 1990, 


and, notwithstanding subsecs. 152(4) to (5); such assessments of 
tax, interest and penalties shall. be made_as are necessary. to. give 
effect to an election by a taxpayer pursuant to paragraph (a) above. 
“Dividend” formerly read: | 


“dividend” includes a stock dividend; 


Pre-RSC History: “Dividend” substituted by 1986,-c. 6, subsec. 
126(3), applicable with respect to dividends. paid after May 23, 
1985 other than dividends declared on or before that day. That defi- 
nition formerly read: 


“dividend” includes a stock dividend, but does not.include-a 
stock dividend. that was 


(a) paid before 1972, 


(b) paid after March 31, 1977 by a public corporation 
(other than an investment corporation) to 


(i) a person resident in Canada other than - 


(A) a non-resident-owned investment corpora-_. 
tion that, either alone or together with other per- 
sons related to, it, owns more than 10%. of the 
shares of the class of the. capital stock of the cor- 
poration on which the stock dividend was paid, 


(B) a’ non-resident-owned investment corpora: 
tion where the stock dividend: is paid on shares 
of a class that is not the same. as the class to 
which the share on which the stock dividend was 
paid belongs, or 

-(C) a corporation (other than a non-resident- 
owned investment corporation) to which a divi- 
dend paid on the share of the class ofthe capital 
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stock of the corporation on which the stock divi- 
dend was paid would, if paid at the time the 
Stock dividend was paid, not be deductible for 
the purpose of computing its taxable income, or 


(ii) a person not resident in Canada other than a per- 
son who either alone or together with other persons 
related to him owns more than 10% of the shares of 
the class of the capital stock of the corporation on 
which the stock dividend was paid, ‘or 


(c) paid after 1976 by a corporation other than a corpora- 
tion resident in Canada, 
and “stock dividend” includes any dividend paid by a corpo- 
ration to the extent that it is paid by the issuance of shares of 
any class of the capital stock of the payer corporation; 
All that portion of para. (b) preceding subpara. (ii) substituted by 
1980-8 1-82-83, c. 48, subsec. 108(2), applicable with respect to 
stock dividends paid to a non-resident-owned investment corpora- 
tion after November 16, 1978, stock dividends paid by an invest- 
ment corporation after December 11, 1979 and stock dividends paid 
to a life insurance corporation after April 21, 1979. That portion 
formerly read: 


(b) paid after March 31, 1977 by a public corporation to 
(1) a person resident in Canada other than 


(A) a non-resident-owned investment corporation 
that, either alone or together with other persons re- 
lated to it, owns more than 10% of the shares of the 
class of the capital stock of the corporation on which 
the stock dividend was paid, or 

(B) a corporation to which a dividend paid on the 
share of the class of the capital stock. of the corpora- 
tion on which the stock dividend was paid would, if 
paid at the time the stock dividend was paid, not be 
deductible for the purpose of computing its taxable 
income by virtue of section 112, or 


Subpara. (b)(i) substituted by 1979, c. 5, subsec. 66(5), applicable 
with respect to dividends paid after November 16, 1978. Subpara. 
(b)@) formerly read: 


(i) a person resident in Canada (other than a non-resident- 
owned investment corporation that, either alone or together 
with other persons related ‘to it, owns more than 10% of the 
shares of the class of the capital stock of the corporation on 
which the stock dividend was paid), or 


“Dividend” substituted by 1977-78, c. 1, subsec. 98(2), applicable 
after March 31, 1977. “Dividend” formerly read: 


“dividend” includes a stock dividend, other than a stock divi- 
dend that was paid before 1972; 


Interpretation Bulletins: IT-67R3: Taxable dividends from cor- 
porations resident in Canada; IT-88R2: Stock dividends; IT-243R4: 
Dividend refund to private corporations. 


“dividend rental arrangement” of a person means 
any arrangement entered into by the person where it 
may reasonably be considered that 


(a) the main reason for the person entering into 
the arrangement was to enable the person to re- 
ceive a dividend on a share of the capital stock of 
a corporation, other than a dividend on a pre- 
scribed share or a share described in paragraph 
(e) of the definition “term preferred share” in this 
subsection or an amount deemed to be received 
as a dividend on a share of the capital stock of a 
corporation by reason of subsection 15(3), and 


(b) under the arrangement someone other than 
that person bears the risk of loss or enjoys the op- 
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portunity for gain or profit with respect to the 
share in any material respect, 


and for greater certainty includes any arrangement 
under which 


(c) a corporation at any time receives on a partic- 
ular share a taxable dividend that would, but for 
subsection 112(2.3), be deductible in computing 
its taxable income or taxable income earned in 
Canada for the taxation year that includes that 
time, and 


(d) the corporation is obligated to pay to another 
person an amount as compensation for 


(i) that dividend, 


(ii) a dividend on a share that is identical to 
the particular share, or 


(ii1) a dividend: on a share that, during the term 
of the arrangement, can reasonably be ex- 
pected to provide to a holder of the share the 
same or substantially the same proportionate 
risk of loss or opportunity for gain as the par- 
ticular share, 


that, if paid, would be deemed by subsection 
260(5) to have been received by that other person 
as a taxable dividend; _ 
Related Provisions: 82(1)(a)(i) — Taxable dividends received; 
112(2.3) — Intercorporate dividends — where no deduction permit- 


ted; 260(6.1) — Deductible amount under securities lending 
arrangement. 


History: That portion of the definition “dividend rental arrange- 
ment” after para. (b) added by 1995, c. 21, subsec. 74(1), applicable 
to dividends received at any time by a corporation on shares 
acquired 


(a) before that time and after April 1989, where the corporation 
so elects by notifying the Minister of National Revenue in writ- 
ing before 1996; and 


(b) before that time and after June 1994, in any. other case. 


Pre-RSC History: “Dividend rental arrangement” enacted by 
1990, c. 39, subsec. 54(2), applicable after April 1989. 


Interpretation Bulletins: IT-67R3: Taxable dividends from cor- 
porations resident in Canada. 


“eligible capital amount” has the meaning assigned 
by subsection 14(1); 


Pre-RSC History: “Eligible capital amount” enacted by 1988, c. 
55, subsec. 188(14), applicable after 1987. 


“eligible capital expenditure” has the meaning as- 
signed by subsection 14(5); 


“eligible capital property” has the meaning as- 
signed by section 54; 


“eligible funeral arrangement” has the meaning 
assigned by subsection 148.1(1); 


History: The definition “eligible funeral arrangement” added by 
1995, c. 21, s. 65, applicable after 1992. 


“employed”? means performing the duties of an of- 
fice or employment; 


Selected Cases [subsec. 248(1)“employed”]: Boardman v. 
The Queen, [1979] C.T.C. 159 (FCTD) (Taxpayer held to be an em- 
ployee despite contract ascribing independent contractor status). 
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“employee”. includes officer; 


Related Provisions: 248(1)“employment” — Further meaning of 
“employee”. 

Selected Cases [subsec. 248(1)“employee”]: Grohne vy. 
Canada, [1989].1 C.T.C. 434 (FCTD) (Director/shareholder and 
president receiving shares below fair market value did not receive 
benefit in respect of office or employment). 


Interpretation Bulletins: IT-525: Performing artists. 


Forms: CPT-1: Request for a ruling as to the status of a worker 
under the Canada Pension Plan or Unemployment Insurance Act. 


“employee benefit plan” means an arrangement 
under which contributions are made by an employer 
or by any person with whom the employer does not 
deal at arm’s length to another person (in this Act 
referred to as the “custodian” of an employee benefit 
plan) and under which one or more payments are to 
be made to or for the benefit of employees or former 
employees of the employer or persons who do not 
deal at arm’s length with any such employee or for- 
mer employee (other than a payment that, if section 
6 were read without reference to subparagraph 
6(1)(a)(ii) and paragraph 6(1)(g), would not be re- 
quired to be included in computing the income of the 
recipient), but does not include 


(a) a fund or plan referred to in subparagraph 
6(1)(a)G@) or paragraph 6(1)(d) or (f), 

(b) a trust described in paragraph 149(1)(y), 

(c) an employee trust, 


(c.1) a salary deferral arrangement, in respect of a 
taxpayer, under which deferred amounts are re- 
quired to be included as benefits under paragraph 
6(1)(a) in computing the taxpayer’s income, 


(c.2) a retirement compensation arrangement, 


(d) an arrangement the sole purpose of which is 
to provide education or training for employees of 
the employer to improve their work or work-re- 
lated skills and abilities, or . 


(e) a prescribed arrangement; 


Related Provisions: 6(1)(¢) — Amount received from employee 
benefit plan taxable; 12(11) — Definitions — “investment con- 
tract”; 32.1 — Deductions to employer re. employee benefit. plan; 
104(6)(a.1) — Deduction in.computing income of employee benefit 
plan; 107.1 — Distribution by employee benefit plan; 212(17) — 
No non-resident withholding tax on payments from employee bene- 
fit plan. 


History: Para. (e) of “employee benefit plan” substituted by 1994, 
c. 21, subsec. 109(2), applicable after 1979. That para. formerly 
read: 


(e) a prescribed fund or plan; 


Pre-RSC History: “Employee benefit plan” amended by 1987, ¢. 
46, subsec. 69(1), to substitute in that portion preceding para. (a) 
“(in this Act referred to as the “custodian” of an employee benefit 
plan)” for “(in sections 18 and 32.1 referred to as the “custodian”)”, 
and to add para. (c.2), applicable after October 8, 1986: 


Para. (c.1) of “employee benefit plan” added by 1986, c. 55, subsec. 
78(2), applicable after February 25, 1986 with respect to plans and 
arrangements otherwise than with respect to an amount that would 
be a deferred amount but for this exception under an agreement in 
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writing made before February: 26; 1986 by a taxpayer and his em- 
ployer or former employer where the amount is in respect of 


(a) services rendered by the taxpayer before July, 1986; or 


(b) services rendered by the taxpayer after June, 1986, where 
the taxpayer is obliged to defer receipt of the amount and can- 
not cancel or otherwise avoid that obligation. ~ 


“Employee benefit plan” enacted by 1980-81-82-83, c. 48, subsec. 
108(3), applicable after 1979. 


Selected Cases [subsec. 248(1)“employee benefit plan”): 
Canada v. Chrysler Canada Ltd. (No. 3), [1992] 2-C.T.C. 95 
(FCTD) (Employee stock ownership plan was ‘stock option” under 
section 7, not “employee benefit plan”). icy 
Regulations: 6800 (prescribed plan, prescribed arrangement). 
Interpretation Bulletins: IT-470R: Employees’ fringe benefits; 
IT-502: Employee benefit plans and employee trusts. 
Advance Tax Ruling: ATR-17: Employee benefit plan — 
purchase of company shares; ATR-21: Pension benefit from an un- 
registered pension plan. ar . 


“employee trust” means an arrangement (other than 
an employees profit sharing plan, a deferred profit 
sharing plan or a plan.referred to in. subsection 
147(15) as a “revoked plan”) established after 1979 


(a) under which payments are made by one or 
more employers to a trustee in trust solely to pro- 
vide to employees or former employees of 


(i) the employer, or 


(i1) a person with whom the employer does 
not deal at arm’s length, 


benefits the right to which vests at the time of 
each such payment and the amount of which does 
not depend on the individual’s position, perform- 
ance or compensation as an employee, 


(b) under which the trustee has, since the com- 
mencement of the arrangement, each year allo- 
cated to individuals who are beneficiaries there- 
under, in such manner as is. reasonable, the 
amount, if any, by which the total of all amounts 
each of which is 


(1) an amount received under the arrangement 
by the trustee in the year from an employer or 
from a person with whom the employer does 
not deal at arm’s length,’ mn 


(ii) the amount. that would, if this Act. were 
read without reference to subsection 104(6), 
be the income of the trust for the year (other 
than a taxable capital gain from the disposi- 
tion of property) from a property’ or other 
source other than a business, or 
(iii) a capital gain of the trust for the year 
from the disposition of property — . 
exceeds the total of all amounts each of which is 
(iv) the loss of the trust for the year (other 
than an allowable capital loss from the dispo- 


sition of property) from a property-or other 
source other than a business, or 


(v) a capital loss of the trust for the year from 
the disposition of property, and 
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(c) the trustee of which has elected to qualify the 
arrangement as an employee trust in its return of 
income filed within 90 days from the end of its 
first taxation year; 


Related Provisions: 6(1)(h) — Amounts received from em- 
ployee trust taxable; 104(6)(a) — Deduction in computing income 
of employee trust; 107.1 — Distribution by employee trust; 
212(17) — No non- -resident withholding tax on payments from em- 
ployee trust. 


Pre-RSC History: “Employee trust” enacted by 1980-81-82-83, c. 
48, subsec. 108(4), applicable after 1979. 


Interpretation Bulletins; IT-502: Employee benefit plans and 
employee trusts. 


“employees profit sharing plan” has the meaning 
assigned by subsection 144(1); 


“employer”, in relation to an officer, means the per- 
son from whom the officer receives the officer’s 
remuneration; 


Related Provisions: 6(2) — Definition. of “employer” for auto- 
mobile standby charge; 6(17) — Extended definition for disability 
insurance top-up payments; 80.4(1)(b)(i) — Definition of “em- 
ployer” for employee loans; 81(3)(c) — Definition of “employer” 
for municipal officer's expense: allowance; 126.1(1)— Definition 
of “employer” for UI premium. tax: credit; 207.6(3)(a) — Definition 
of “employer” for incorporated employee/RCA rules; 252.1 — Ap- 
plication of pension rules where union is employer. 


Forms: PD20: Employer registration. 


“employment” means the position of an individual 
in the service of some other person (including Her 
Majesty or a foreign state or sovereign) and “ser- 
vant” or “employee” means a person holding such a 
position; | 

Selected Cases [subsec. 248(1)“employment”]: Scott v. 
Canada, [1991] 1 C:T.C. 395 (FCTD) (Options received by director 
in recognition of services rendered received in respect of employ- 


ment; director can be considered employee without receiving remu- 
neration for services). 


Interpretation Bulletins: IT-525: Performing artists (determining 
whether self-employed or employed). 


Forms: CPT-1: Request for a ruling as to the status of a worker 
under the Canada Pension Plan or Unemployment Insurance Act. 


“estate” has the meaning assigned by subsection 
104(1); 

Related Provisions: 128(1)(b) — Where corporation bankrupt; 
128(2)(b) — Where individual bankrupt. 


“estate of the bankrupt” has the same meaning as 
in the Bankruptcy and Insolvency Act; 
History: The definition “estate of the bankrupt” added by 1995, c. 


21, subsec. 43(2), applicable to taxation years that end after Febru- 
ary 21, 1994. 


“exempt income” means property received or ac- 
quired by a person in such circumstances that it is, 
because of any provision of Part I, not included in 
computing the person’s income, but does not include 
a dividend on a share or a support amount (as de- 
fined in subsection 56.1(4)); 


Related Provisions: 81 — Amounts not’ included in income; 
149 — Exempt taxpayers. 
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History: The definition “exempt income” in subsec, 248(1) 
amended by 1997, c. 25, subsec. 71(1), applicable after 1996. It for- 
merly read: 


“exempt income” means money or property received or ac- 
quired by a person in such circumstances that it is, by reason 
of any provision in Part I, not included in computing the per- 
son’s income, but for greater certainty does not include a div- 
idend on a share; >; 


Pre-RSC History: “Exempt income” substituted by 1988, c. 55, 
subsec. 188(1), applicable with respect to transactions entered into 
on or after September 13, 1988, other than 


(a) transactions that are part of a series of transactions, deter- 
mined without reference to subsec. 248(10) commencing before 
September 13, 1988, and completed before 1989; or’ 


(b) any one or more transactions, one of which was entered into 
before April 13, 1988, that were entered into by a taxpayer in 
the course of an.arrangement and in respect of which the tax- 
payer received from the Department of National Revenue, 
before April 13, 1988, a confirmation or opinion in writing with 
respect to the tax consequences thereof. 


“Exempt income” formerly read: 


“exempt income”, means money or property received or ac- 
quired by a person in such circumstances that it is, by reason 
of any provision in Part I, not included in computing his in- 
come, but for greater certainty does not include a dividend on 
a share, except that, for the purposes of paragraph 247(1)(c), 
“exempt income” includes a dividend received by him the 
amount of which may be deducted by him from his income 
by virtue of subsection 112(1); 


“Exempt income’ * substituted by 1973- 14, c. 14, subsec, 69(2), ap- 
plicable to 1972 et seq. 


“farming” includes tillage of the soit foestick rais- 
ing or exhibiting, maintaining of horses. for.racing, 
raising of poultry, fur farming, dairy farming, fruit 
growing and the keeping of bees, but does not in- 
clude an office or employment under a person en- 
gaged in the business of farming; 


Related Provisions: 28-31 — Rules for computing income from 
farming. 


Selected Cases [subsec. 248(1)“farming”]: Levy v. MNR, 
[1990] 2 C.T.C. 83 (FCTD) (Member of syndicate that: bred. and 
raced horses held to be in farming business despite not actively 
participating); Juster v. The Queen, [1974] C.T.C. 681 (FCA) 
(Horse trader held to be engaged in farming); Maber v. MNR, 
[1971] C.T.C. 866 (FCTD) (After selling large part of ranch, tax- 
payer making improvements and constructions on remaining land in 
preparation for cattle ranching held engaged in continuation of orig- 
inal ‘activity). 

Interpretation Bulletins: IT-156R: Feedlot operators; [T-268R3: 
Inter vivos transfer of farm property to child; IT-433R: Farming or 
fishing — use of cash method. 


“farm loss” has the meaning assigned by subsection 
111(8); 

Related Provisions: 31(1), (1.1), 248(1) — Definition of “re- 
stricted farm loss”; 111(9) — Farm loss where taxpayer not resident 
in Canada. 


History: “Farm loss” added by: 1984, c. 1; subsec..104(2), applica- 
ble to 1983 et seq. 


‘filing-due date” for a taxation year of a taxpayer 
means the day on or before which the taxpayer’s re- 
turn of income under Part I for the year is required to 
be filed or would be required to be filed if tax under 
that Part were payable by the taxpayer for the year; 
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Related Provisions: 150(1) — Due dates for filing returns; Jnter- 
pretation Act 26 — Deadline on Sunday or holiday extended to next 
business day. 


History: The definition “filing-due date” added by 1996, c. 21, 
subsec. 60(2), applicable after 1993. 


“fiscal period’? — [Repealed] 


History: The definition “fiscal period” repealed by 1996, c. 21, 
subsec, 60(1), applicable to fiscal periods that.begin after 1994. It 
formerly read: 


“fiscal period” means the period for which the accounts of the 
business of the taxpayer have been ordinarily made up and 
accepted for purposes of assessment under this Act and, in the 
absence of an established practice, the fiscal period. is that 
adopted by the taxpayer, but no fiscal period may exceed 


(a) in the case of a corporation, 53 weeks, and : 
(b) in the case of any other taxpayer, 12 months, 


and no change in a usual and accepted fiscal period may be 
made for the purposes of this Act without the concurrence of 
the Minister; 


Selected Cases [248(1)“fiscal period”]: Bishay v. MNR, 
[1996] 1 C.T.C. 2286 (FCTD) (Unilateral change’ of year-end by 
taxpayer prohibited). 

Interpretation Bulletins: IT-179R: Change of fiscal period. 
Information Circulars: 80-10R: Registered charities: operating a 


registered charity; 88-2 para. 21: General anti-avoidance rule — 
section 245 of the Income Tax Act. 


“fishing” includes fishing for or catching shell fish, 
crustaceans and marine animals but does not include 
an office or employment under a person engaged in 
the business of fishing; 


Interpretation Bulletins: IT-433R: SAAT or fishing use of 


cash method. 


“flow-through share” has the meaning assigned by 
subsection 66(15); } 
History: The definition “flow-through share” added to subsec. 


248(1) by 1998, c. 19, subsec. 239(6), applicable after November 
1994. 


“foreign affiliate” has the meaning assigned by sub- 
section 95(1); 


Interpretation Bulletins: IT-343R: Meaning of the term 
“corporation”. 


“foreign exploration and development expenses” 
has the meaning assigned by subsection 66(15); 
Pre-RSC History: “Foreign exploration and development. ex- 


penses” enacted by 1985, c. 45, subsec. 122(2), applicable to taxa- 
tion years commencing after 1984. 


“foreign resource property” has the meaning as- 
signed by subsection 66(15); 
Pre-RSC History: “Foreign resource property” enacted by 1985, 


c. 45, subsec. 122(1). “Foreign resource property” was formerly de- 
fined under “Canadian resource property”. 


“foreign retirement arrangement” means a pre- 
scribed plan or arrangement; 


Related Provisions: 
contract”. 


12(11) — Definitions — “investment 


History: “Foreign retirement arrangement” enacted by 1994, c. 7, 
Sch. II (1991, c. 49), subsec: 192(14), applicable to 1990 et seq. 


Regulations: 6803 (prescribed plan or arrangement is U.S. IRA). 


Income Tax Act 


“former business property” of a taxpayer means a 


capital. property of the taxpayer that was used by the 


taxpayer or-a person related to the taxpayer primarily 
for the purpose of gaining or producing income from 
a business, and that was real property of the taxpayer 
or an interest of the PREPAY in, real PECDERY, but 
does not include 


(a) a rental property of the taxpayer, 


(b) land subjacent to a Nau RRAPSHYGe of the 
taxpayer, 


(c) land contiguous to land referred to in para- 
graph (b) that is a parking area, driveway, yard or 

_ garden or that is otherwise necessary for the use 
of the rental property referred to therein, or, 


(d) a leasehold interest in any property described 
in paragraphs (a) to (c), 


and, for the purpose of this definition, “rental. prop- 
erty” of a taxpayer means real property owned by. the 
taxpayer, whether jointly with another person or oth- 
erwise, and used by the taxpayer in the taxation year 
in respect of which the expression is being applied 


‘principally for the purpose of gaining or producing 


gross revenue that is rent (other than property leased | 
by the taxpayer to a person related to the taxpayer 
and used by that related person principally for any 
other purpose), but, for greater certainty, does not in- 
clude a property leased by the taxpayer or the related 
person to a lessee, in the ordinary course of a busi- 
ness of the taxpayer or the related person of selling 
goods or rendering services, under an. agreement by 
which the lessee undertakes to use the property to 
carry on the business of selling or promoting the sale 
of the goods or services of the taxpayer or the related 
person; 


Related Provisions: 13(4), 44(1)(b), Adicad- SRolevert of -for- 
mer business property replaced by new property; 87(2)(1.3)— 
Amalgamations — replacement. property; 248(4) — Interest. in. real 
property. . 


History: That portion of ‘former business property”. preceding 
para. (a) and that portion following para. (d) substituted by. 1994, c. 
7, Sch. II (1991, c. 49), subsecs. 192(4), (5), applicable to disposi- 
tions of property occurring after July. 13, 1990. Those portions for- 
merly read: 


“former. business property” of .a taxpayer means-a capital 
property that was used by. the taxpayer primarily for the pur- 
pose of gaining or producing income from a business, and 
that was-real property or an interest therein. of the taxpayer, 
but does not include 


and, for the purposes of this definition, “rental property” of a 
taxpayer means real property owned by the taxpayer, whether 
jointly with another person or otherwise, if the property was 
used by the taxpayer in the taxation year in respect of which 
the expression is being applied principally for the purpose of 
gaining or producing gross revenue. that is rent, but, for 
greater certainty, does not include a property leased. by. the 
taxpayer to a lessee, in the ordinary course of the taxpayer’s 
business of selling goods or rendering services, under an 
agreement by which the lessee undertakes to-use the property 
to carry on the business of selling or promoting the sale of .the 
taxpayer’s goods or services; 
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Pre-RSC History: “Former business. property” enacted by .1977- 
78, c. 1, subsec. 98(3), applicable after March 31, 1977. 


Selected Cases [subsec. 248(1)“former business 
property”}: Buonincontri v. The Queen, [1985] 1 C.T.C. 370 
(FCTD) (Rental property held not to be business property). 


Interpretation Bulletins: IT-491: Former business property. 
“goods and services tax’’ means. the tax payable 


under Part IX of the Excise Tax Act; 


Related Provisions: 6(1)(e.1); 15(1.4) — Employee and share- 
holder benefits; 248(15)—(18) — Rules with respect to GST. 


Pre-RSC History: “Goods and services tax” enacted by 1990; c. 
45, subsec. 53(1), applicable after 1990. 


“‘srandfathered share” means 
(a) a share of the capital stock of a corporation 


issued after 8:00 p.m. Eastern Daylight Saving | 


Time, June 18, 1987 pursuant to an agreement in 
writing entered into before that time, 


(b) a share of the capital stock of a corporation 
issued after 8:00 p.m. Eastern Daylight Saving 
Time, June 18, 1987 and before 1988 as part of a 
distribution to the public made in accordance 
with the terms of a prospectus, preliminary pro- 
spectus, registration statement, offering memo- 
randum or notice filed before 8:00 p.m. Eastern 
Daylight Saving Time, June 18, 1987 with a pub- 
lic authority pursuant to and in accordance with 
the securities legislation of. the jurisdiction in 
which the shares are distributed, : 


(c) a share (in this paragraph referred to’ as the 
“new share’’) of the capital stock of a corporation 
that is issued after 8:00 p.m. Eastern Daylight 
Saving Time, June 18, 1987 in exchange for 


(i) a share of a corporation that was issued 
before 8:00 p.m. Eastern Daylight Saving 
Time, June 18, 1987 or is a grandfathered 
share, or 


(11) a debt obligation of a corporation that was 


(A) issued before 8:00 p.m. Eastern 
Daylight Saving Time, June 18, 1987, or 


(B) issued after 8:00 p.m. Eastern Daylight 
Saving Time, June 18, 1987 under an 
agreement in writing entered into before 
that time, or after that time and before 
1988 as part of a distribution to the public 
made in accordance with the terms of a 
prospectus, preliminary prospectus, regis- 
tration statement, offering memorandum or 
notice filed before that time with a public 
authority under and in accordance with the 
securities legislation of the jurisdiction in 
which the debt obligation is distributed, 


where the right to the exchange and all or sub- 
stantially all the terms and conditions of the new 
share were established in WwHtng before that time, 
and 


(d) a share of a class. of the capital stock of a Ca- 
nadian corporation listed on a prescribed stock 
exchange that is issued after 8:00 p.m. Eastern 
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Daylight Saving Time, June 18, 1987 on the exer- 
cise of a right that 


(1) was issued before that time, that was issued 
after that time under an agreement in writing 
entered into before that time or that was is- 
sued after that time and before, 1988-as part of 
a distribution to the public made in accor- 
dance with the terms of a prospectus, prelimi- 
nary prospectus, registration statement, offer- 
ing memorandum or notice filed before that 
time with a public authority under and in ac- 
cordance with the securities legislation of. the 
jurisdiction in which the Tights were distrib- 
uted, and 


(ii) was listed on a prescribed stock exchange, 


where all or substantially all the terms and condi- 
tions of the right and the share were established 
in writing before that time, 


except that a share that is deemed under the defini- 
tion pees preferred share’, “taxable preferred 
share” or “term preferred share” in this subsection or 
under RRs: 112(2.2) to have been issued at any 
time: shall: be deemed after that time not to be a 
grandfathered share for the purposes of that 
provision; 


Related Provisions: 87(4.2), (4.3) — Amalgamation. 


History: Subpara. (c)(ii) and para. (d) of “grandfathered share” 
substituted by 1994, c. 7, Sch. II (1991, c. 49), subsecs. 192(6), (7), 
applicable to shares issued, or deemed by the Act to have been is- 
sued, after 8 p.m. EDST, June 18, 1987, Subpara. (¢)Gi) and para. 
(d) formerly read: 


(11) a debt obligation of a corporation that was issued 
before 8:00 p.m. Eastern Daylight Saving Time, June 18, 
1987, or issued after that time pursuant to an agreement 
in writing entered into before that time 


(d).a share of a.class of the.capital stock of a Canadian corpo- 
ration listed on a prescribed stock exchange that is issued af-_ 
ter 8:00 p.m. Eastern Daylight Saving Time, June 18, 1987 on 
the exercise of a right 


(i) that was issued before that time and listed on a pre- 
scribed stock exchange in Canada, and . 


(i1) the terms of which at that time included the right to 
acquire the share, 


where all or substantially all the terms and conditions of the 
share were established in writing before that time, 


Pre-RSC History: “Grandfathered share” enacted by 1988, c. 55, 
subsec. 188(14), applicable with respect to shares issued after 8 
p.m. EDST,.June 18, 1987 and shares deemed by the Act (as 
amended) to have been issued after that date. 


Regulations: 3200 (prescribed stock exchange in Canada). 


“gross revenue” of a taxpayer for a taxation year 
means the total of 


(a) all amounts received in the year or receivable 
in the year (depending on the method regularly 
followed by the taxpayer in computing the tax- 
payer’s income) otherwise than as or on account 
of capital, and 


(b) all amounts (other than amounts referred to in 
paragraph (a)) included in computing the tax- 
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payer’s income from a business or property for 
the year by virtue of paragraph 12(1)(o) or ‘sub- 
section 12(3) or (4) or section 12.2 of this Act or 
subsection 12(8) of the Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952; 


Related Provisions: 149(9) — Limitation re gross revenue of 
non-profit SR&ED corporation; 247(5), (9) — Determination of 
gross revenue for transfer pricing rules. 


Pre-RSC History: Para. (b) of “gross revenue” substituted by 
1980-81-82-83, c. 140, subsec. 128(2), applicable to 1983 et seq., to 
add “, (4) or (8) or section 12.2”. 


Para. (b) “gross revenue” substituted for paras. (b), (c) by 1977-78, 
c. 1, subsec. 98(4), applicable to taxation years ennie after May 25, 
1976. Paras. (b), (c) formerly read: : 


(b) all amounts included in computing the taxpayer’s income 
from a business or property for the pa by virtue of para- 
graph 12(1)(0), and 


(c) all amounts (other than amounts referred to in paragraph 
(a)) included in computing the taxpayer’s income from a bus- 
iness for the year by virtue of subsection 12(3); 


“Gross revenue” substituted by 1976-77, :c. 4, subsec: 76(1), appli- 
cable to taxation years ending after May 25, 1976. “Gross revenue” 
formerly. read: 


“gross revenue” means the aggregate of all amounts received 
in a taxation -year (depending on the method regularly fol- 
lowed by the taxpayer in computing his profit) otherwise than 
as or an account of capital; 


1.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


“group term life insurance policy” means a group 
life insurance policy under which the only amounts 
payable by the insurer are 


(a) amounts payable on the death or disability of 
individuals whose lives are insured in respect of, 
in the course of or because of, their office or em- 
ployment or former office or employment, and 


(b) policy dividends or experience rating refunds; 


Related Provisions: 6(1)(a)(i), 6(4) — $25,000 group term life 
insurance not a taxable benefit before July 1994; 18(9.01) — Limi- 
tation on deduction for premiums paid; 138(15) — Meaning of 
“group term insurance policy”; Reg. 1408(2) — Definition does not 
apply to regulations re policy reserves. 


History: The definition “group term life insurance policy” 
amended by 1995, c. 3, subsec. 52(2), applicable to insurance pro- 
vided in respect of periods that are after June 1994. The definition 
formerly read: 


“group term life insurance policy”, with respect to a taxpayer, 
means, subject to subsection 138(15), a group life insurance 
policy under which no amount is payable to'a person other 
than the group policyholder as a result of contributions made 
to or under the policy by the employer of the taxpayer before 
the death or disability of the taxpayer; 


Pre-RSC History: The definition “Group term life insurance pol- 
icy” did not contain the phrase “subject to subsection 138(15)”. 
See the History to that subsection. 


“Group term life insurance policy” substituted by 1988, c. 55, sub- 
sec. 188(1), applicable after 1987. That definition formerly read: 


“group term life insurance policy”, with respect to a taxpayer, 
means a group life insurance policy under which no amount 
is payable as a result of the contributions made to or under 
the policy by the employer of the taxpayer except in the event 
of the death or disability of the taxpayer; 
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Interpretation Bulletins: IT-529: Flexible employee benefit 
programs. 


“home relocation loan” means a loan received by 
an individual or the individual’s spouse in circum- 
stances where the individual has commenced. em- 
ployment at a location in Canada (in this definition 
referred to as the “new work location’) and by rea- 
son thereof has moved from the residence in Canada 
at which, before the move, the individual ordinarily 
resided (in this definition referred to as the “old resi- 
dence’’) to a residence in Canada at which, after the 
move, the individual ordinarily resided (in this defi- 
nition referred to as the “new residence’) if 


(a) the distance between the old residence and the 
new work location is at least 40 kilometres 
greater than the distance between the new resi- 
dence and the new work location, 


(b) the loan is used to acquire a dwelling, or a 
share of the. capital stock of a cooperative hous- 
ing corporation acquired for the sole purpose of 
acquiring the right to inhabit a dwelling owned 
by the corporation, where the dwelling i is for the 
habitation of the individual and is the individual’ s 
new residence, 


(c) the loan is received in the circumstances de- 
scribed in subsection 80.4(1), and 


(d) the loan is designated by the individual to be a 
home relocation loan, but in no case shall more 
than one loan in respect of a particular move, or 
more than one loan at any particular time, be des- 
ignated as a home relocation loan by the 
individual; 

Related Provisions: 15(2)(a)(ii) — Housing loan to shareholder; 

80.4(4) — Home purchase or relocation loan to employee ; 

252(4)(a) — Extended meaning of “spouse”. 


History: Para. (b) of “home relocation loan” substituted by 1994, c. 
7, Sch. II (1991, c. 49), subsec. 192(8), applicable to 1985 et seg. 
Para. (b) formerly read: 


(b) the loan is used to acquire a dwelling for the habitation of 
the individual that is the new residence, 


Pre-RSC History: “Home relocation loan” enacted by 1986, c. 6, 
subsec. 126(4), applicable to loans made in respect of a commence- 
ment of employment at a néw work location after May 23, 1985. 


Interpretation Bulletins: IT-421R2: Benefits to individuals, cor- 
porations and shareholders from loans or debt. 


“income-averaging annuity contract” of an indi- 
vidual means, except for the purposes of section 61, 
a contract 


(a) that is an income-averaging annuity contract 
within the meaning assigned by subsection 61(4), 
and 


(b) in respect of which the individual has made a 
deduction under section 61 in computing the indi- 
vidual’s income for a taxation year; 


Pre-RSC History: “Income-averaging annuity contract” substi- 
tuted by 1973-74, c. 14, subsec. 69(3), applicable to 1972 ef seg. 


“income bond” or “income debenture” of a corpo- 
ration (in this definition referred to as the “issuing 
corporation”) means a bond or debenture in respect 
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of which interest or dividends are payable only to the 
extent that the issuing corporation has made a profit 
before taking into account the interest or dividend 
obligation and that was issued 


..(a) before November 17, 1978, 


(b) after November 16, 1978 and before 1980 
pursuant to an agreement in writing to do so 
made before November 17, 1978 (in this defini- 
tion referred to as an “established agreement’’), or 


(c) by an issuing corporation resident in Canada 
for a term that may not, in any circumstances, ex- | 
ceed. 5 years, 


(1) as part of a proposal to or an arrangement 
with its creditors that had been approved by a 
court under the Bankruptcy and Insolvency 
Act, 


(ii) at a time when all or substantially all of its 
assets were under the control of a receiver, re- | 
ceiver-manager, sequestrator or trustee in 
bankruptcy, or fs dds 


(111) at a time when, by reason of financial dif- 
ficulty, the issuing corporation or another cor- 
poration resident in Canada with which it does 
not deal at arm’s length was in default, or 
could reasonably be expected to default, on a 
debt obligation held by a person with whom 
the issuing corporation or the other corpora- 
tion was dealing at arm’s length and the bond 
or debenture was issued either wholly or in 
substantial part and either directly or indi- 
rectly in exchange or substitution for that obli- 
gation or a part thereof, 


and, in. the case of a bond.or debenture issued af- 
ter November 12, 1981, the proceeds from the is- 
‘sue may reasonably be regarded as having been 
used by the issuing corporation or a corporation 
with which it was not dealing at arm’s length in 
the financing of its business carried on in Canada 
immediately before the bond or debenture was 
issued, 


and, for the purposes of this definition, 


(d) where the terms or conditions of an estab- 
lished agreement were amended after November 
16, 1978, the agreement shall be deemed to have 
been made after that date, and 


(e) where 


(i) at any particular time the terms or condi- 
tions of a’ bond or debenture issued pursuant 
"to an established agreement or of any agree- 
ment relating to such a bond or debenture 

_ have been changed, | 


(ii) under the terms or conditions of a bond or 
' debenture acquired in the ordinary course of 
the business carried on by a specified finan- 
cial institution or a partnership or trust (other 


ment made before October 24, 1979 to which 
the issuing corporation or any person related 
thereto was not a party), the owner thereof 
could at any particular time after November 
16, 1978 require, either alone or together with 
one or more taxpayers, the repayment, acqui- 
sition, cancellation or conversion of the bond 
or debenture otherwise than by reason of a 
failure or default under the terms or condi- 
tions of the bond or, debenture or any agree- 
ment that related to, and was entered into at 
the time of, the issuance of the bond or 
debenture, 


(ii1) at any particular time after November 16, 
1978, the maturity date of a bond or debenture 
was extended or the terms or conditions relat- 
ing to the repayment of the principal amount 
thereof were changed, 


(iv) at any particular time after October 23, 

_ 1979, a bond or debenture issued before No- 
vember 17, 1978 or a bond or debenture is- 
sued pursuant to an established agreement 
(other than a bond or debenture issued to a 
corporation described in any of paragraphs (a) 
to (f) of the definition “specified financial in- 
stitution” in this subsection) is acquired (oth- 
erwise than pursuant to an agreement in writ- 
ing made before October 24, 1979) from a 
person (other than a corporation described in 
any of paragraphs (a) to (f) of that definition) 
by a specified financial institution or by a 
partnership or trust of which a specified finan- 
cial institution or a person related thereto is a 
member or beneficiary, or 


(v) at any particular time after November 12, 
1981, a bond or debenture (other than a bond 
or debenture referred to in paragraph (c)) is 
acquired by a specified financial institution or 
by a partnership or trust of which a specified 
financial institution or a person related thereto 
is a member or beneficiary from a corporation 
described in any of paragraphs (a) to (f) of the 
definition “specified financial institution” in 
this subsection and the acquisition is subject 
to or conditional on a guarantee agreement 
(within the meaning that would be assigned 
by subsection 112(2.2) if the reference therein 
to a “share” were read as a reference to an “in- 
come bond’, or “income debenture’) that was 
entered into after November 12, 1981, 


the bond or debenture shall, for the purposes of 
determining at any time after the particular time 


‘whether it is an income bond or income deben- 
_ture, be deemed to have been issued at the partic- 


ular time otherwise than pursuant to an estab- 
lished agreement; 


Related Provisions: 15(3), (4) — Payment on income bond 


than, a testamentary trust) or under the terms | deemed to be a dividend: 15.1, 15.2 —- Small business bonds and 
or conditions of any agreement relating to any | small business development bonds; 248(13) — Interests in trusts 
such bond or debenture (other than an agree- | and partnerships. 
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History: Subpara. (c)(i) of “income bond” amended by 1994, c. 7, 
Sch. V (1992, c. 27), para. 90(1)(q), to. substitute “Bankruptcy and 
Insolvency Act” for “Bankruptcy Act’, in force November 30, 1992. 


Pre-RSC History: Subparas. (c)(iii), (e)(iv) and (v), of “income 
bond” substituted by 1988, c. 55, subsecs. 188 (3) and (4), applica- 
ble after June 18, 1987. Subparas. (e)(1it), ()GV) and (v) formerly 
read: 


(iii) at a time when, by reason of financial difficulty, the issu- 
ing corporation or a corporation resident in Canada with 
which it does not deal at arm’s length was in default; or could 
reasonably be expected to default, on a debt obligation held 
by a person with whom the issuing corporation was dealing at 
arm’s length and the bond or debenture-was issued, in whole 
or in part, directly or indirectly in exchange or substitution for 
that obligation, 


(iv) at any particular time after October 23, 1979, a bond or 
debenture issued before November 17, 1978 or a bond or de- 
benture issued pursuant to an established agreement (other 
than a bond or debenture issued to a corporation described in 
paragraph 112(2.1)(a) or (b)) is acquired (otherwise than pur- 
suant to an agreement in writing made before October 24, 
1979) from a person (other than a corporation described in 
paragraph 112(2.1)(a) or (b)) by a specified financial institu- 
tion or by a partnership or trust of which a specified financial 
institution ora person related thereto is a member or benefici- 
ary, or 


(v) at any particular time after November 12, 1981, a bond or 
debenture (other than a bond or debenture referred to in para- 
graph (c)) is acquired by a specified financial institution or by 
a partnership or trust of which a specified financial institution 
or a person related thereto is a member or beneficiary from a 
corporation described in paragraph 1 12(2. 1)(a) or (b) and the 
acquisition is subject to or conditional upon a guarantee 
agreement (within the meaning that would be assigned by 
subsection 112(2.2) if the reference therein to a ‘“‘share” were 
read as a reference to-an “income bond” or “income. deben- 
ture”) that was entered into after November 12, 1981, 


Those portions of para. (c) preceding subpara. (i) and following 
subpara. (iii) substituted and subpara. (e)(v) added by 1980-81-82- 
83, c. 140, subsecs. 128(4)-(6), applicable as to that portion of para. 
(c) preceding subpara. (i), with respect to income bonds and income 
debentures issued after November 16, 1978 otherwise than pursuant 
to an established agreement, and, as to that portion of para. (c) fol- 
lowing subpara. (iii) and subpara. (e)(v), after November 12, 1981. 
Those portions of para. (c) formerly read: 


(c) for a term that may not, in any circumstances, exceed 5 
years, in the case of an issuing corporation resident in 
Canada, 


and, in the case of a bond or debenture. issued after October 
23, 1979, the proceeds from the issue may reasonably be re- 
garded as having been used by the issuing corporation or a 
corporation with which it was not dealing at arm’s length in 
the financing of its business carried on immediately before 
the bond or debenture was issued, 


(c) and, in the case of a bond or debenture issued after Octo- 
ber 23, 1979, the proceeds from, the issue may reasonably. be 
regarded as having been used by the issuing corporation ora 
corporation with which it was not dealing at arm’s length in 
the financing of its business carried on immediately before 
the bond or debenture was issued, 


“Income bond” or “income debenture” substituted by 1980-8 1-82- 
83, c. 48, subsec. 108(5), applicable after November 16, 1978 ex- 
cept that, in its application in the period commencing November 17, 
1978 and ending October 23, 1979 to.a bond or debenture issued 
before November 17, 1978 and in its application to a bond or deben- 
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ture issued. after November 16, 1978 and before October 24, 1979, 
subparagraph (e)(ii) of the definition shall be read: as follows: 


(11) under the terms or conditions of-a bond or debenture ac- 
quired in the ordinary course of the business carried on by a 
corporation described in paragraph 112(2.1)(a) or (b) or a 
partnership or trust (other than a testamentary trust), the 
owner could at any particular time after November 16, 1978 
require the payment of the principal amount thereof otherwise 
than by reason of failure or default under the terms or condi- 
tions of the bond or debenture, or 


“Income bond” or “income debenture” formerly read: 


“income bond” or “income debenture” of a corporation 
means a bond or debenture in respect of which interest or div- 
idends are payable only to the extent that the corporation has 
made a profit before taking into account the interest or divi- 
dend obligation and that was issued by the corporation 


(a) before November 17, 1978, 


(b) after November 16, 1978 and before 1980 pursuant to 
an agreement in writing to do so made before November 
17, 1978 (an this definition referred to as an “established 
agreement”), or 


(c) for a term that may not, in any circumstances, exceed 
5 years, in the case of a corporation resident in Canada, 


(i) as part of a proposal to or an arrangement with its 
creditors that had been approved by a court under the 
Bankruptcy Act, 


(ii) while all or substantially all of its assets were 
under the control of a receiver, recelver-manager, se- 
questrator or trustee in bankruptcy, or 


(ili) while, by reason of financial difficulty, it or a 
corporation resident in Canada with which it does 
not deal at arm’s length was in default, or could rea- 
sonably be expected to default, on a debt obligation 
held by a person with whom the corporation was 
dealing at arm’s length and the bond or. debenture 
was issued, in whole or in part, directly or indirectly 
in exchange or substitution for that obligation, 


and the proceeds from the issue may reasonably be re- 
garded as having been used by the corporation or a cor- 
poration with which it was not dealing at arm’s length in 
the financing of its business carried on immediately 
before the bond or debenture was issued, 


and for the purposes of this definition, 


(d) where the terms or conditions of an established: agree- 
ment were amended after November 16, 1978, the agree- 
ment shall be deemed to have been made after that date, 
and ; 


(e€) where 


(i) at any particular time the terms or conditions of a 
bond or debenture issued pursuant to an established 
agreement or of any agreement related to such a 
bond or debenture have been changed, 


(ii) under the terms or conditions of a bond or deben- 
ture acquired in the ordinary course of the business 
carried on by a corporation described in any of 
paragraphs 112(2.1)(a) to (c) or a partnership or trust 
(other than a testamentary trust) or under the terms or 
conditions of any agreement relating to any such 
bond or debenture (other than an agreement made 
before October 23, 1979 to which the issuer, or any 
person related thereto was not a party), the owner 
could at any particular time after November 16, 1978 
require, either alone or together with one or more 
taxpayers, the repayment, acquisition, cancellation or 
conversion of the bond or debenture otherwise than 
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by reason of a failure or default under the terms or ° 
conditions of the bond or debenture, 


(iii) at any particular time after November 16, 1978 
the maturity date of a bond or debenture was ex- 
tended or the terms or conditions relating to. the re- 
payment of the principal amount thereof were . 
changed, or 


(iv) at any particular time after October 23, 1979, a 
bond or debenture issued before November 17, 1978 
or pursuant to an established agreement is acquired 
(other than pursuant to an agreement in writing made 
before October 23, 1979) from a person (other than a 
corporation. described in any of paragraphs 
112(2.1)(a) to (c)) by a corporation described in any 
of paragraphs 112(2.1)(a) to (c) or by. a partnership 
or trust (other than a testamentary trust), 
the bond or debenture shall, for the purposes of determin- 
ing at any time after the particular time whether it is an 
income bond or income debenture, as the case may be, be 
deemed to have been issued after November 16, 1978 
other than pursuant to an established agreement; 


“Income bond” or “income debenture” substituted by 1979; .c. 5, 
subsec. 66(6). “Income bond” or “income debenture” formerly read: 


“income bond” or “income. debenture” means a bond. or de- 
benture in respect of which interest or dividends are payable 
only when the debtor company has made: a profit before tak- 
ing into account, the interest or dividend. obligation; 


Selected Cases [subsec. 248(1)“income bond”’]: The Queen 
v. RoyNat Ltd., [1981] C.T.C. 93 (FCTD) (Bonds guaranteed by 
third parties, not “income bonds”). ’ 


Interpretation Bulletins: [T-52R4: Income bonds and income 
debentures; IT-527: Distress preferred shares. 


‘income debenture” — [See under. “income 
bond”’.] 


“income interest” of a taxpayer in a trust has the 
meaning assigned by subsection 108(1); 


‘indexed debt obligation” means a debt obligation 
the terms or conditions of which provide for an ad- 
justment to an amount payable in respect of the obli- 
gation for a period during which the obligation was 


outstanding that is determined by reference to a _ 


change in the purchasing power of money; 


Related Provisions: 16(6)— Indexed debt obligations; 
142.3(2) — Indexed debt obligation not subject to rules re income 
from specified debt obligations; 142.4(5)(a)G) — Disposition of in- 
dexed debt obligation. 


History: “Indexed debt obligation” added by 1994, c. 7, Sch. VII 
(1993, c. 24), subsec. 139(7), applicable to indexed debt obligations 
issued after October 16, 1991. 


‘indexed security’’, “indexed security investment 
plan” — [Repealed under former Act] 


Pre-RSC History: “Indexed security” and “indexed security in- 
vestment plan” repealed by 1986, c. 6, subsec. 126(1), applicable to 
1986 et seq. Those definitions formerly read: 


“indexed security” has the meaning assigned by paragraph 
47.1(1)(e); 
“indexed security investment plan” has the meaning assigned 
by paragraph 47.1(1)(); 

“Indexed security” and “indexed security investment plan” added 


by 1984, c. 1, subsecs. 104(3), (4); applicable after September 30, 
1983. 


S. 248(1) inv 


“individual” 
corporation; 
Related Provisions: 104(2) — Trust deemed to be an individual. 


Interpretation Bulletins: [T-123R6, para. 11: Transactions. in- 
volving eligible capital property. 


means a person other than a 


“fnsurance corporation” means a corporation that 
carries On an insurance business; 

Related Provisions: 138(1) — Corporation deemed to carry on 
insurance business; 148(10)(a)— Issuer of. annuity contracts 
deemed to be insurer for certain purposes; 186.1(b) — Insurance 
corporation not liable for Part IV tax. 


“insurer” has the meaning assigned by this subsec- 
tion to the expression “insurance corporation’; 


Related Provisions: See under “insurance corporation” above. 


Pre-RSC History: The definition “insurer” was included under 
“insurance corporation”. 


‘international traffic’ means, in respect of a non- 
resident person carrying on the business of transport- 
ing passengers or goods, any voyage made in the 
course of that business where the principal purpose 
of the voyage is to transport passengers or goods 


(a) from Canada to a place outside Canada, 
(b) from a place outside Canada to Canada, or 


(c) from a place outside Canada to another place 
outside Canada; ne 

Related Provisions: 250(6) — Residence of international ship- 

ping corporation; Canada-U.S. tax treaty, Art. [II:1(h)— Meaning 

of “international traffic” for treaty purposes; Art. XV:3 — Exemp- 

tion for U.S. resident employee; Art. XXIII:3 — Capital tax on ship 

or aircraft employed in international traffic. 


Pre-RSC History: “International traffic” added by 1974-75-76, c. 
26, subsec. 125(3), applicable to 1974 et seq. 


Interpretation Bulletins: IT-494: Hire of ships and aircraft from 
non-residents. 


“Ginter vivos trust” has the meaning assigned by sub- 
section 108(1); 


Related Provisions: 149(5) — Exception re investment income 
of certain clubs; 207.6(1) — Definitions (re RCA tax). 


‘inventory’ means a description of property. the 
cost or value of which is relevant in computing a tax- 
payer’s income from a business for a taxation year or 
would have been so relevant if the income from the 
business had not been computed in accordance with 
the cash method and, with respect to a farming busi- 
ness, includes all of the livestock held in the course 
of carrying on the business; 

Related Provisions: 10(1) — Valuation of inventory property; 
10(5) — Certain property deemed to be inventory; 66.3(1)(a)(ii) 
Certain exploration and development shares deemed to be inven- 
tory; 142.5 — Mark-to-market rules for securities held by financial 
institutions; 142.6(3), (4) — Certain property of financial institution 
deemed not to be inventory; 231.1(1)(b) — Examination of 
inventory. 

History: “Inventory” substituted by 1994, c. 7, Sch. If (1991, c. 
49), subsec. 192(1), applicable to fiscal periods beginning after 
1988. That definition formerly read: 


“inventory” means a description of property the cost or value 
of which is relevant in computing a taxpayer’s income from a 
business for a taxation year; 
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Selected Cases [subsec. 248(1)“inventory”]: Friesen (J:) v. 
Canada, [1993] 2 C.T.C. 113 (FCA), reconsideration refused (Sept. 
9, 1993), Doc. A-449-92 (FCA), rev'd [1995] 2 C.T.C. 369 (SCC) 
(Asset of adventure in nature of trade is inventory); Canada v. 
Dresden Farm Equipment Ltd., [1989] 1C.T:C. 99 (FCA) (No in- 
ventory deduction for dealer/agent.selling goods he did not own). 


Interpretation Bulletins: IT-51R2: Supplies on hand at the end 
of a fiscal year; IT-218R: Profit, capital gains and losses from the 
sale of real estate, including farmland and inherited land and con- 
version of real estate from capital property to inventory and vice 
versa; IT-427R: Livestock of farmers; IT-457R: Election by profes- 
sionals to exclude work in progress from income; IT-473: Inventory 
valuation. 


“investment corporation” has the meaning as- 
signed by subsection 130(3); 


“investment tax credit’ has the meaning assigned 
by subsection 127(9); 


Related Provisions: 88(1)(e. 3) — Determination of investment 
tax credit after wind-up of corporation. 


Pre-RSC History: “Investment tax credit” enacted by 1985, c. 45, 
subsec.. 122(2). 


“lawyer” has the meaning srg sele by eupeee ton 
232(1); 


Pre-RSC History: “Lawyer” enacted by 1984, c. 1, 
104(5), applicable to 1983 et seq. 


subsec. 


“legal representative” of a taxpayer means a trustee 
in bankruptcy, an assignee, a liquidator, a:curator, a 
receiver of any kind, a trustee, an heir, an adminis- 
trator, an executor, a committee, or any other like 


person, administering, winding up, controlling or | 


otherwise dealing in a representative or fiduciary ca- 
pacity with the property that belongs or belonged to, 
or that is or was held for the benefit of, the taxpayer 
or the taxpayer’s estate; 


History: The definition “legal representative” added to subsec. 
248(1) by 1998, c. 19, subsec. 239(6), in force June 18, 1998. 


“lending asset”? means a bond, debenture, mortgage, 
note, agreement of sale or any other indebtedness or 
a prescribed share, but does not include a precribed 
property; 

Related Provisions: 95(1)“lending of money” closing words — 


Extended. definition. for FAPI purposes; 142.2(1) — Definition of 
“specified debt obligation”. 


History: The definition “lending asset” in subsec. 248(1) amended 
by 1998, c. 19, subsec. 239(1), applicable 


(a) to taxation years that end after September 1997; and 


(b) to a taxpayer’s taxation years that end.after 1995 and before 
October 1997 where the taxpayer files an election in accordance 
with, para,-81(11)(b) of c. 19 [see under, 20(1)(1)]. 


The definition formerly read: 


“lending asset” means a bond, debenture, mortgage, note, 
agreement of sale or any other indebtedness or a prescribed 
share, but does not include a prescribed security; 


Pre-RSC History: “Lending asset” enacted by 1988, c. 55, subsec. 
188(14), applicable to taxation years and fiscal periods commencing 
after June 17, 1987 that end after 1987. 


Regulations: 6209 (prescribed share, prescribed security, pre- 
scribed property). 


Income Tax Act 


Interpretation Bulletins: IT-442R: Bad debts and reserves for 
doubtful debts. 


“ficensed annuities provider” has the meaning as- 
signed by subsection. 147(1); 


History: The definition “licensed annuities provider” added to sub- 
sec. 248(1) by1998, c. 19, subsec. 239(6), applicable after 1996. 


“life insurance business” includes 
(a) an annuities business, and 


(b) the business of issuing contracts all or any 
part of the issuer’s reserves for which vary in 
amount depending on the fair market value of a 
specified group of assets, 


carried on by a life insurance coumeae or a life 
insurer; 


Related Provisions: 138(1)(b) — Corporation deemed carrying 
on (life) insurance business. 


“life insurance capital dividend”? has the meaning 
assigned’ by subsection 83(2.1); 


Pre-RSC History: “Life insurance capital dividend” enacted by 
1980-81-82-83, c. 140, subsec. 128(7), applicable after June 28, 
1982. [The subsection intended in the reference is not the current 
83(2.1) but 83(2.1) of the Income Tax Act, eee 148 of the Re- 
vised. Statutes of Canada, 1952”:]: = 


“life insurance corporation” means a corporation 
that carries on a life insurance business that.is nota 
business described in paragraph (a) or (b) of the defi- 
nition “life insurance business” in this subsection, 
whether or not the corporation also carries on a busi- 
ness described in either of those paragraphs; 


Related Provisions: 148(10)(a) — Issuer of annuity, contracts 
deemed to be life insurer for certain purposes. 

“ife insurance policy” has the meaning assigned by 
subsection 138(12); 


Related Provisions: 211(1) — Definitions. 


“s:) 


Pre-RSC History: “Life insurance policy” enacted by 1985," e 45, 
subsec. 122(2). 


“life insurance policy in Canada” has a3 meaning 
assigned by subsection 138(12); 


Pre-RSC History: “Life insurance policy in Canada” enacted aby 
1985, c. 45, subsec. 122(2). 


“life insurer” has the meaning assigned by this sub- 
section to the expression “life . insurance 
corporation”; | 

Pre-RSC History: The definition “life insurer” 
under “insurance corporation”. 


was ‘included 


“limited partnership loss’ has the iedaing as- 
signed by subsection 96(2.1); 


Related Provisions: 111(9)— Limited partnership loss where 
taxpayer not resident in Canada. 


Pre-RSC History: “Limited partnership loss” enacted by 1986, c. 
55, subsec. 78(3), applicable after February 25, poses 


“listed personal property” has the meaning as- 
signed by section 54; 
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“majority interest partner” of a particular partner- 
ship at any time means a person or partnership (in 
this definition referred to as the “taxpayer’) 


(a) whose share of the particular partnership’s in- 
come from all sources for the last fiscal period of 
the particular partnership that ended before that 


time (or, if the particular partnership’s first fiscal 


period includes that time, for that period) would 
have exceeded 1/2 of the particular partnership’s 
income from all sources for that period if the tax- 
payer had held throughout that period each inter- 
est in the partnership that the taxpayer or a person 
affiliated with the taxpayer held at that time, or 


(b) whose share, if any, together with the shares 
of every person with whom the taxpayer is affili- 
ated, of the total amount that would be paid to all 
members of the particular partnership (otherwise 
than as a share of any income of the partnership) 
if it were wound up at that time exceeds 1/2 of 
that amount; 


Related Provisions: 251.1 — Affiliated persons. 


History: The definition “majority. interest partner” added to subsec. 
248(1) by 1998, c. 19, subsec. 239(6), applicable after April 26, 
1995. 


“mineral” includes ammonite gemstone, bituminous 


sands, calcium chloride, coal, kaolin, oil shale and 


Silica, but does not include petroleum, natural gas or 


a related hydrocarbon not expressly referred to in 


this definition; 
Related Provisions: Interpretation Act 8(2.1), (2.2) — Applica- 
tion to exclusive economic zone and continental shelf. 


History: The definition “mineral” in subsec. 248(1) amended by 
1998, c. 19, subsec. 239(1), applicable to taxation years and fiscal 
periods that begin after 1996 except that, 


(a) for greater certainty, that definition shall not result in a char- 
acterization of expenditures made or costs incurred in a taxation 
year or fiscal period that began before 1997 as a Canadian ex- 
ploration expense, Canadian development expense, Canadian 
exploration and development expense or foreign exploration 


and development expense or an increase in any amount deducti- ; 


ble under s. 65 as a consequence of an expenditure made or cost 
incurred before 1997; and 


(b) where, as a consequence of the application of that definition, 
a person’s property would, but for this paragraph, be 
recharacterized as Canadian resource property or foreign re- 
source property at the beginning of the person’s first taxation 
year or fiscal period that begins after 1996, for the purposes of 
the Act the property is deemed 


(i) to have been disposed of by the person immediately 
before that time for proceeds equal to its cost amount to the 
person at that time, and 


(ii) to haye been reacquired at that time by the person for 


the same amount. 
The definition formerly read: 


“mineral” includes bituminous sands, calcium chloride, coal, 
kaolin, oil sands, oil shale and silica, but does not include pe- 
troleum, natural gas or a related hydrocarbon not expressly 
referred to in this definition; 


The definition “mineral” added to subsec. 248(1) by 1994, c. 21, 
subsec. 109(5), applicable to taxation years commencing after 1984, 
except that the definition shall be read without reference to the word 
“kaolin” in respect of taxation years ending before 1988. 
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Interpretation Bulletins: IT-125R4: Dispositions of resource 
properties. 


“mineral resource” means 
(a) a base or precious metal deposit, 
(b) a coal deposit, 


(c) a bituminous sands deposit or oil shale de- 
posit, or 


(d) a mineral deposit in respect of which 


(i) the Minister of Natural Resources has cer- 
tified that the principal mineral extracted is an 
industrial. mineral contained in a non-bedded 
deposit, 


(i1) the principal mineral extracted is ammon- 
ite gemstone, calcium chloride, diamond, gyp- 
sum, halite, kaolin or sylvite, or 


(iii) the principal mineral extracted is silica 
that is extracted from sandstone or quartzite; 


Related Provisions: Interpretation Act 8(2.1), (2.2) — Applica- 
tion to exclusive economic zone and continental shelf. 


History: Subpara. (d)(ii) of the definition “mineral resource” in 
subsec. 248(1) amended by 1998, c. 19, subsec. 239(4), applicable 
to taxation years and fiscal periods that begin after 1996 except that, 


(a) for greater certainty, the amendment shall not result in a 
characterization of expenditures made or costs incurred in a tax- 
ation year or fiscal period that began before 1997 as a Canadian 
exploration expense, Canadian development expense, Canadian 
exploration and development expense or foreign exploration 
and development expense or an increase in any amount deducti- 
ble under s. 65 as a consequence of an expenditure made or cost 
incurred before 1997; and 


(b) where, as a consequence of the application of this amend- 
ment, a person’s property would, but for this paragraph, be 
recharacterized as Canadian resource property or foreign re- 
source property at the beginning of the person’s first taxation 
year or fiscal period that begins after 1996, for the purposes of 
the Act the property is deemed 


(i) to have been disposed of by the person immediately 
before that time for proceeds equal to its cost amount to the 
person at that time, and 


(ii) to have been reacquired at that time by the person for 
the same amount. 


Subpara. (d)(i1) formerly read: 


(ii) the principal mineral extracted is calcium chloride, dia- 
mond, gypsum, halite, kaolin or sylvite, or 


Para. (c) of the definition “mineral resource” in subsec. 248(1) 
amended by 1997, c. 25, subsec. 71(2), applicable after March 6, 
1996. Para. (c) formerly read: 


(c) a bituminous sands deposit, oil sands deposit or oil shale 
deposit, or 


Subpara. (d)(i) of “mineral resource” amended by 1994, c. 41, para. 
37(1)(0), in force January 12, 1995. Subpara. (i) formerly read: 


(i) the Minister of Energy, Mines and Resources has certified 
that the principal mineral extracted is an industrial mineral 
contained in a non-bedded deposit, 


Subpara. (d)(ii) of the definition “mineral resource” substituted by 
1994, c. 21, subsec. 109(3), applicable to taxation years commenc- 
ing after 1984, except that the subpara. shall be read without refer- 
ence to the word “kaolin” in respect of taxation years ending before 
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1988 and without reference to the word “diamond” in respect of tax- 
ation years ending before 1993. That subpara. formerly read: 


(ii) the principal mineral extracted is sylvite, halite, gypsum 
or kaolin, or 


Pre-RSC History: Subpara. (d)(ii) of “mineral resource” amended 
by 1988, c. 55, subsec. 188(5) to substitute “halite, gypsum or kao- 
lin,” for “halite, or gypsum,” applicable to'1988 ef seq. 


“Mineral resource” substituted by 1973-74, c. 14, subsec: 69(5), ap- 
plicable to 1972 et seq. but does not apply in respect.of any acquisi- 
tion or disposition, before May 9, 1972, of 


(a) an oil sands deposit, 
(b) an oil shale deposit, or 


(c) a mineral deposit in respect of which the principal mineral 
extracted is halite that is extracted by operating a brine well. 


Interpretation Bulletins: IT-125R4: Dispositions ‘of resource 
properties. 


“minerals” — [Repealed] 


History: The definition “minerals” repealed by 1994, c. 21, subsec. 
109(1), applicable to taxation years commencing after 1984 (but see 
the definition “mineral” above, which essentially replaces it). That 
definition formerly read: 


“minerals” does not include petroleum, natural gas or related 
hydrocarbons (except coal, bituminous sands, oil sands or oil 
shale); 


Pre-RSC History: “Minerals” substituted by 1973-74, c. 14, sub- 
sec. 69(4), applicable to 1972 et seg. but does not apply in respect 
of any acquisition or disposition, before May 9,.1972, of 


(a) an oil sands deposit, 
(b) an oil shale deposit, or 


(c) a mineral deposit in respect of which the principal mineral 
extracted is halite that is extracted by operating a brine well. 


“mining reclamation trust”? — [Repealed] 


History: The definition “mining reclamation trust” in subsec. 
248(1) repealed by 1998, c. 19, subsec. 66(1), applicable after 1997 
and, if an election is made by a trust in accordance with para. (i) of 
the definition “qualifying environmental trust” in subsec. 248(1), 


(a) the trust is deemed to have never been a mining reclamation 
trust; and 


(b) notwithstanding subsecs. 152(4) to (5), the Minister of Na- 
tional Revenue may before 2000 make any assessments and re- 
assessments that are necessary to give effect to the election. 


The definition formerly read: 


“mining reclamation trust” at any time means a trust resident 
in a province and maintained at that time for the sole purpose 
of funding the reclamation of a mine in the province, where 
the first contribution to the trust was made after 1991, no 
amount was distributed before February 23, 1994 from the 
trust and the maintenance of the trust is or may become re- 
quired under the terms of a contract entered into with Her 
Majesty in right of Canada or the province or is or may be- 
come required pursuant to a law of Canada or the province, 
but does not include a trust 


(a) where that contract was not entered into or that law 
was not enacted, as the case may be, on or before the 
later of 


(i) the day that is one year after the day the trust was 
created, and 


(ii) January 1, 1996, 
(b) that relates to the reclamation of a mine that at that 
time is a clay pit (other than a kaolin pit), a deposit of 
peat, a gravel pit, a peat bog, a sand pit, a shale pit or a 
stone quarry or that relates to. the reclamation of a well, 


Income Tax Act. 


(c) that is not maintained at. that time to secure the mining 
reclamation obligations of one or more persons or part- 
nerships that are beneficiaries under the trust, 


(4) that at that time has a trustee other than 
- (1) Her Majesty i in right of Canada or the provincé, or 


(ii), a corporation resident in Canada that is licensed 

or otherwise. authorized under the laws of Canada or 

a province to carry on in Canada the business of of- 
~ fering to the public its services as trustee, 


(e) that borrows. money at ‘that time, 


(f) that acquired at that time any property that is not.de- 
scribed in any of paragraphs. (a), (b) and (f) of the defini- 
tion “qualified investment” in section 204, 


(g) that did not cooky with prescribed conditions at that 
time, or 


(h) that was at any previous time not a mining reclama- 
tion trust; 


The definition ‘ ‘mining reclamation trust” added by 1995, c. 3, sub- 
sec. 52(4), applicable after 1993 except with respect to a trust the 
first contribution to which was made before February 23, 1994 and 
that elects in writing filed with the Minister of National Revenue 
before 1996 that this. definition not apply: to. the trust. 


“Minister”’ 
Revenue; 


Related Provisions: 220 — Administration of the Act. 


means the Minister of National 


Regulations: 900 (delegation of authority by He Minister to spe- 


cific officials). 


“money purchase limit” for a calendar year has the 
meaning assigned by subsection 147.1(1); 


Pre-RSC History: “Money purchase. limit” enacted ‘by 1990, °c. 
35, subsec. 27(3), applicable after 1988. 


“mortgage investment corporation” ibaa the mean- 
ing assigned by subsection 130.1(6); 
Pre-RSC History: “Mortgage investment corporation” enacted by 


1980-81-82-83, c. 48, subsec.. 108(6), applicable to taxation years 
commencing after 1971. 


“motor vehicle’ means an wie eg J vehicle de- 
signed or adapted to be used on highways and streets 
but does. not include rns 


(a) a trolley bus, or 


(b) a vehicle designed or adapted to be operated 
exclusively on rails; 


Related Provisions: 248(1) — “automobile”, 


vehicle”. 


Pre-RSC History: “Motor vehicle” enacted by 1988, c. 55, sub- 
sec. 188(14), applicable to taxation years and fiscal’ periods com- 
mencing after June 17, 1987 that end after 1987: 


“passenger 


Interpretation Bulletins: IT-478R: CCA — recapture and termi- 
nal loss; IT-521R: Motor vehicle expenses claimed by self-em- 
ployed individuals; IT-522R: Vehicle, travel and sales expenses of 
employees. 


“mutual fund corporation” has the meaning as- 
signed by subsection 131(8); 

Related Provisions: 131(8.1) — Meaning of “mutual fund 
corporation”. 


“mutual fund trust” has the meaning assigned by 
subsection 132(6); 
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“net capital loss” has the meaning assigned by sub- 
section 111(8); 


Related Provisions: 111(1)(b)— Application of net capital 


losses; 111(9) — Net capital loss of person not resident in Canada. | 


“net income stabilization account” means an ac- 


count of a taxpayer under the net income stabiliza- 


tion account program under the Farm Income Pro- 
tection Act; 


Related Provisions: 248(1) — “NISA Fund No. 2”. 


History: “Net income stabilization account” enacted by 1994, c. 7, 
Sch. VII (1993,.c. 24), subsec. 139(7), applicable to 1991 et seq. 


Forms: T1163: Statement A— NISA account information and 


statement of farming activities for individuals; T1164: Statement | 


B — NISA account information and statement of farming activities 


for additional farming operations; T1165: Statement C — statement | 


of farming activities for Ontario self directed risk management 
(SDRM); ‘T1175 Sched. 1: NISA/Farming — calculation a CCA 
and business-use-of-home expenses. 


“Newfoundland offshore area” has the meaning as- 
signed to the expression “offshore area” by the Can- 
ada-Newfoundland Atlantic Accord Implementation 
Act, chapter 3 of the Statutes of Canada, 1987; 

Pre-RSC History: “Newfoundland offshore area” enacted by 


1987, c. 3, .s: 235, applicable (by 1991, c. 49, s.. 237) to taxation 
years commencing after April 4, 1987. 


“NISA Fund No. 2” means the portion of a tax- 
payer’s net income stabilization account described in 
paragraph 8(2)(b) of the Farm Income. Protection 
Act; 


Related Provisions: 248(1)— ‘net income 
account”. 


History: “NISA Fund No. 2” ‘enacted by 1994, c. 7, Sch. VIII 
(1993, c. 24), subsec. 139(7), applicable to 1991 et seq. 


Forms: T1163: Statement A — NISA account information and 
statement of farming activities for individuals; T1164: Statement 
B —NISA account information and statement of farming activities 
for additional farming operations; T1165: Statement C — statement 
of farming activities. for Ontario self directed risk management 
(SDRM); T1175 Sched. 1: NISA/Farming — calculation of CCA 
and business-use-of-home expenses. 


stabilization 


‘“non-capital loss” has the meaning assigned by sub- 
section 111(8); 


Related Provisions: 111(1)(a)— Application of non-capital 
losses; 111(9) — Non-capital loss of person not resident in Canada. 


‘non-resident’ means not resident in Canada; 
Related Provisions: 250 — Resident in Canada. 


‘“non-resident-owned investment corporation” has 
the meaning assigned by subsection 133(8); 


“Nova Scotia offshore area” has the meaning as- 
signed to the expression “offshore area” by the Can- 
ada-Nova Scotia Offshore Petroleum Resources Ac- 
cord Implementation Act, chapter 28 of the Statutes 
of Canada, 1988; 


Related Provisions: 124(4)“province” — Taxable income earned 
in offshore area deemed earned in a province. 


Pre-RSC History: “Nova Scotia offshore area” enacted by 1988, 
c. 28, s, 252, applicable to taxation years commencing after Decem- 
ber 22, 1989. 
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“office” means the position of an individual entitling 
the individual to a fixed or ascertainable stipend or 
remuneration and includes a judicial office, the of- 
fice of a minister of the Crown, the office of a mem- 
ber of the Senate or House of Commons of Canada, 
a member of a legislative assembly or a member of a 
legislative or executive council and any other office, 
the incumbent of which is elected by popular vote or 
is elected or appointed in a representative capacity 
and also includes the position of a corporation direc- 
tor, and “officer” means a person holding such ‘an 
office; 

Selected Cases [subsec. 248(1)“office’”’]: Alexander v. MNR, 


[1969] C.T.C. 715 (Exch) (Hospital radiologist and department head 
held to be independent contractor). 


Interpretation Bulletins: IT-377R: Director’s, executor’s or ju- 
Tors fees, 


‘officer’? — [See the final words. of “office” above. | 


“oil or gas well’ means any well (other than an ex- 
ploratory probe or a well drilled from below the sur- 
face of the earth) drilled for the purpose of produc- 
ing petroleum or natural gas or of determining the 
existence, location, extent or quality of a natural ac- 
cumulation of petroleum or natural gas, but, for the 
purpose of applying sections 13 and 20 and any reg- 
ulations made for the purpose of paragraph 20(1)(a) 
in respect of property acquired after March 6, 1996, 
does not include a well for the extraction of material 
from a deposit of bituminous sands or oil shales; 

History: The definition “oil or gas well” in subsec. 248(1) 


amended’ by 1997, c. 25, subsec. 71(1), applicable after March 6, 
1996. It formerly read: 


“oil or gas well” means any well (other than an exploratory 
probe or a well drilled from below the surface of the earth) 
drilled for the purpose of producing petroleum or natural gas 
or of determining the existence, location, extent or quality of 
a natural accumulation of petroleum or natural gas; 


Pre-RSC History: “Oil or gas well” enacted by 1986, c. 6, subsec. 
126(4), applicable to taxation years ending after March 1985. 


Interpretation Bulletins: IT-125R4: Dispositions of resource 
properties. 


“overseas Canadian Forces school staff’ means 
personnel employed outside Canada whose services 
are acquired by the Minister of National Defence 
under a prescribed order relating to the provision of 
educational facilities outside Canada; 


Related Provisions: 250(1)(d.1) — Optional deemed residence 
in Canada. 


Pre-RSC History: “Overseas Canadian: Forces school staff” en- 
acted by 1980-81-82-83, c. 48, subsec. 108(7), applicable to 1980 er 
seq. 


Regulations: 6600 (prescribed order). 


‘paid-up capital’’ has the meaning assigned by sub- 
section 89(1); 

Pre-RSC History: “Paid-up capital” enacted by 1974-75-76, c. 26, 
subsec. 125(4), applicable at the end of a corporation’s 1971 taxa- 
tion year and at any time after May 6, 1974. 


“paid-up capital deficiency” — [Repealed under 


former Act] 


1783 


S. 248(1) pai 


Pre-RSC History: “Paid-up' capital deficiency” repealed by. 1977- 
78, c: 1, subsec. 98(5), applicable after March 31,1977. “Paid-up 
capital deficiency” formerly read; 
“paid-up capital deficiency” has. the meaning dient by 
subsection 89(1); 


“Part VII refund” has the meaning assigned ‘by 
subsection 192(2); : 
Origin of “Part Vl refund”: R.S.C. 1985, c. 1 (Sth Supp). 


“Part VIII refund” has the meaning assigned. by 
subsection :194(2);. 
Origin of “Part VIII refund”: R.S.C. 1985, c. 1 (Sth Supp:): 


“participant” — [Repealed under former Act] 

Pre-RSC History: “Participant”, repealed by 1986,.c.-6, subsec. 

126(1), applicable to 1986 et seq. That definition formerly read: 
“participant” under an indexed security investment plan has 
the meaning assigned by paragraph 47.1(1)(h); 


“Participant” enacted by 1984, c. 1, subsec. 104(6), applicable after 
September 30, 1983. 


“passenger vehicle” means an automobile: acquired 
after June 17, 1987 (other than an automobile ac- 
quired after that date pursuant to an: obligation in 
writing entered into before June 18, 1987) and an au- 
tomobile’ leased under a lease entered into, extended 
or renewed after June 17, 1987; 

Pre-RSC History: “Passenger vehicle” enacted by 1988, ¢. 55, 
subsec..188(14), applicable to taxation years and fiscal periods com- 
mencing after June 17, 1987-that end after: 1987. 

Regulations: Sch. I:Cl. 10, Sch. I:Cl. 10.4, Sch IECl. 16. 


Interpretation Bulletins: IT-478R: CCA —recapture and.termi- 
nal loss; IT-521R:, Motor vehicle expenses claimed by. self-em- 
ployed individuals; IT-522R: Vehicle, travel and sales expenses’ of 
employees. 


“past service pension adjustment” of a taxpayer 
for a calendar year in respect of an employer has the 
meaning assigned by regulation; 

Pre-RSC History: “Past service pension adjustment” enacted by 
1990, c. 35, subsec. 27(3), applicable after 1988. 

Regulations: 8303(1). | view . 
Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 

Forms: T215 Segment: Breakdown of T215 Supplementaries; 
T1215 Summ: Summary of past’service pension adjustments exempt 
from certification; T215 Supp: Past service pension adjustment ex- 
empt from certification; T1004: Application for certification of a 


provisional past service pension adjustment; T1006: Designating an 
RRSP withdrawal as a qualifying withdrawal. 


“pension adjustment” of a taxpayer fora calendar 
year in respect of an employer has the meaning as- 
signed by regulation; 


under Reg. 8301 


Related Provisions: 146(5.21)— Anti-avoidance: 


Pre-RSC History: “Pension adjustment” enacted by 1990, c. 35, 
subsec. 27(3), applicable after 1988. 


Regulations: 8301(1). 
Forms: T4084: Pension Adjustment Calculation Guide. 


Income Tax Act : 


“person’’, or any word or expression descriptive of a 
person, includes any corporation, and any entity ex- 
empt, because of subsection 149(1), from tax-under 
Part Ion all or part of the entity’s taxable income 
and the heirs, executors, administrators or other legal 
representatives of such a person, ‘according to the 
law of that part of Canada to which the context 
extends; 


Related Provisions: 33.1(2)(a) — “Person” includes, partnership 
for international banking centre rules; 66(16) — “Person” includes 
partnership for flow-through share rules; 79(1),79.1(1) — “Person” 
includes partnership for rules re seizure of property by. creditor; 
80(1),, 80.01(1) — “Person” includes partnership for debt forgive- 


ness rules; 127.2(9), 127.3(7) — “Person” includes partnership for 


SPTC and. SRTC rules; 187. 4(c) — “Person” includes partnership 
for purposes of Part IV.1 tax; 209(6) — “Person” includes partner- 
ship. for purposes of tax on carved-out income; 227(5,2), (15) — 
“Person”. includes partnership for certain purposes re withholding 
tax; 237.1(1) — “Person” includes. partnership for tax shelter identi- 
fication rules; 251.1(4) — “Person” includes partnership for defini- 
tion of affiliated persons; Canada-U.S. tax treaty, Art. II:1(e) — 
Meaning of “person” for treaty purposes. 

History: “Person” substituted by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 139(1). “Person” formerly read: 


“person”, or any word or expression descriptive of a person, 
includes any body corporate, and the heirs, executors, admin= 
istrators or other legal representatives of the person, accord- 
ing to the law of that part of Canada to which the context 
extends; OF! 


Interpretation Bulletins: IT- 216: Corporation holds property as 
agent for shareholder. 


Advance Tax Ruling: ATR- 1: Transfer of legal title in land to 
bare trustee. 


“personal or living expenses” includes | 


(a) the expenses of properties maintained by any 
person for the use or benefit of the taxpayer or 
any person connected with the taxpayer by blood 
relationship, marriage or adoption, and not main- 
tained in. connection with a.business. carried on 
for profit or with a peedigicnte expectation | of 
profit, 


(b) the: expenses, premiums or°other costs: of a 
policy of insurance, annuity contract or other like 
contract if the proceeds of the policy oer contract 
are payable to or for the benefit of the taxpayer or 
a person connected with the taxpayer by blood re- 
lationship, marriage or adoption, and 


(c) expenses of properties maintained by an estate 
or trust for the benefit of the ere as one of 
the beneficiaries; . 


Related Provisions: 18(1)(h), 56(1)(0)(i) — No deduction for 
personal or living expenses. ° 


Selected Cases [subsec. 248(1)“personal or. living 
expenses”]: McNeill v. Canada, [1989] 2 C.T.C. 310 (FCTD) 
(MURB unit was acquired as source of i income with a reasonable 
expectation of ebb 


“personal services business” has the meaning as- 
signed by subsection 125(7); 


Pre-RSC History: “Personal services business” enacted by 1988, 
c. 55, subsec. 188(14), applicable to 1988 ef seq. 
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“personal trust”? means 
(a) a testamentary trust, or 


(b) an inter vivos trust, no beneficial interest in 
which was acquired for consideration payable. di- 
rectly or indirectly to 


(i) the trust, or 


(ii) any person who has made a contribution to 
the trust by way of transfer, assignment or 
other disposition of property, 


and, for the purposes of this paragraph and para- 
graph 53(2)(h), where all the beneficial interests 
in a particular inter vivos trust acquired by way of 
the transfer, assignment or other disposition. of 
property to the particular trust were acquired by 


(111) one person, or 


(iv) 2 or more persons who would be related 
to each other if 


(A) a trust and another person were related 
to each other, where the other person is a 
beneficiary under the trust or is related to a 
beneficiary under the trust, and 


(B) a trust and another trust were related to 
each other, where a beneficiary under the 
trust is a beneficiary under the other trust 
or is related to a beneficiary under the 
other trust, ) 


any beneficial interest in the particular trust ac- 
quired by such a person shall be deemed to have 
been acquired for no consideration; 
Related Provisions: 110.6(16)— Extension of definition for 
purposes of capital gains exemption. 


History: All that portion of para. (b) of “personal trust” following 
subpara. (ii) amended by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 
139(4), applicable after 1987. That portion formerly read: 


and, for the purposes of this paragraph and paragraph 
53(2)(h); where an inter vivos trust is created by way of the 
transfer, assignment or other disposition of property by an in- 
dividual (or. two or more individuals each of whom was, at 
the time the trust was created, related to each of the other 
individuals), any beneficial interest in the trust acquired by _ 
the individual, or individuals, at the time the trust was created 
shall be deemed to have been acquired for no consideration; 


Pre-RSC History: “Personal trust” enacted by 1988, c. 55, subsec. 
188(14), applicable after 1984. 


Interpretation Bulletins: IT-342R: Trusts — Income payable to 
beneficiaries; IT-381R3: Trusts — capital gains and losses and the 
flow-through of taxable capital gains to beneficiaries; IT-385R2: 
Disposition of an income interest in a trust. 


“personal-use property” has the meaning assigned 
by section 54; 


“preferred share” means a share other than a com- 
mon share; 


“prescribed” means 


(a) in the case of a form, the information to be 
given on a form or the manner of filing a form, 
authorized by the Minister, 


(a.1) in the case of the manner of making or filing 
an election, authorized by the Minister, and 
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(b) in any other case, prescribed by regulation or 
determined in accordance with rules prescribed 
by regulation; 
Related Provisions: 147.1(18) — Regulation re pension: plans; 
220(3.21) — Certain designations in prescribed form deemed to be 
elections; 221 — Regulations generally; 244(16) — Forms pre- 
scribed or authorized; 248(1) — “Regulation”; Interpretation Act 
32 — Deviations from prescribed form acceptable. 


History: Para. (a) of “prescribed” substituted and para. (a.1) added 
by 1994, c. 7, Sch. II (1991, c. 49), subsec. 192(9). Hick (a) for- 
merly read: 


(a) in the case of a form or the information to be given on a 
form, prescribed by order of the Minister, and 


Pre-RSC History: “Prescribed” amended by 1986, c. 55, subsec. 
78(1), to substitute para. (b) for paras. (b) and (c), which formerly 
read: 


(b) in the case of a rate of interest, a rate prescribed by regu- 
lation or a rate determined in accordance with rules: pre- 
scribed by regulation, and 


(c) in any other case, prescribed by regulation; 


“Prescribed” substituted by 1980-81-82-83, c. — Subsec. 128(8). 
“Prescribed” formerly read: 


“prescribed”, in the case of a form or the information to be 
given on a form, means prescribed by order of the Minister, 
and, in any other case, means prescribed by regulation; 


Selected Cases [subsec. 248(1)“prescribed”]: Cal 
Investments Ltd. y. Canada, [1990] 2 C.T.C. 418 (FCTD) (Where. a 
taxpayer and defrauded principal agreed to treat funds diverted as 
loans, taxpayer had no mens rea for evasion in respect of return 
filed after agreement. Waiver without corporate seal valid where 
signed by an officer of the company with implied authority; corpo- 
rate seal discretionary provision for Minister’s benefit). : 


Regulations: Part I-XCII. 


“principal amount’, in relation to any obligation, 
means the amount that, under the terms of the obli- 
gation or any agreement relating thereto, is the maxi- 
mum amount or maximum total amount, as the case 
may be, payable on account of the obligation by the 
issuer thereof, otherwise than as or on account of in- 
terest or as or on account of any premium payable by 
the issuer conditional on the exercise by the issuer of 
a right to redeem the obligation paviee the maturity 
thereof; 


Related Provisions: 80.02(2)(a) — Principal amount of distress 
preferred share. eye 


I.T. Application Rules: 26(1.1).(where obligation.was outstand- 
ing on January 1, 1972). 


“private corporation” has the meaning assigned by 
subsection 89(1); 


“private foundation” has the meaning assigned by 
section 149.1; 


History: The definition “private foundation” added to subsec. 
248(1) by 1998, c. 19, subsec. 66(3), applicable after 1996. 
“private health services plan” means 


(a) a contract of insurance in respect of hospital 
expenses, medical expenses or any combination 
of such expenses, or 


(b) a medical care insurance plan or hospital care 
insurance plan or any combination of such plans, 
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except any such contract or plan established by or 
pursuant to nD 


(c) a law of a province that establishes a health 
care insurance plan in respect of which the prov- 
ince receives contributions from Canada for in- 
sured health services provided under the plan 
pursuant to the Federal-Provincial Fiscal Ar- 
rangements Act, or 


(d) an Act of Parliament or a regulation made 
thereunder that authorizes the provision of a med- 
ical care insurance plan or hospital care insurance 
plan for employees of Canada and their 
dependants and for dependants of members of the 
Royal Canadian Mounted Police and the regular 
force where such employees or members were 
appointed in Canada and.are serving outside 
Canada; 

Related Provisions: 6(1)(a)(i) — Employer’s contribution to pri- 


vate health services plan not a taxable benefit; 118.2(2)(q) — Medi- 
cal expense credit for premiums paid to private health services plan. 


History: Para. (c) of “private health services plan” amended by 
1995, c. 17, subsec. 45(2), to substitute ““Federal-Provincial Fiscal 
Arrangements Act” for “Federal-Provincial Fiscal Arrangements 
and Federal Post-Secondary Education and Health Contributions 
Act’, in force April 1, 1996. 


Pre-RSC History: “Private health services plan” substituted by 
1988, c. 55, subsec. 188(1), applicable to 1988 ef seg. “Private 
health services plan” formerly read: 


. “private health services plan” has the meaning assigned by 
subsection. 110(8); 


Interpretation Bulletins: IT-339R2: Meaning of “private health 
services plan”; IT-529: Flexible employee benefit programs. 


Advance Tax Ruling: ATR-8: Self-insured health and welfare 
trust fund; ATR-23: Private health services plan. 


“professional corporation” means a corporation 
that carries on the professional practice of an ac- 
countant, dentist, lawyer, medical doctor, veterina- 
rian or chiropractor; 

Related Provisions: 249.1(1)(b) — Year-end of professional 
corporation. 


History: The definition “professional corporation” added by 1996, 
c. 21, subsec. 60(2), applicable after 1994. 


“profit sharing plan” has the meaning assigned by 
subsection 147(1); 


Pre-RSC History: “Profit sharing plan” enacted by 1990, c. 35, 
subsec. 27(3), applicable after 1988. 


“property” means property of any kind whatever 
whether real or personal or corporeal or incorporeal 
and, without restricting the generality of the forego- 
ing, includes 


(a) a right of any kind whatever, a share or a 
chose in action, 
(b) unless a contrary intention is evident, money, 
(c) a timber resource property, and 


(d) the work in progress of a business that is a 
profession; 
Related Provisions: 9(1), 9(3) — Income from property; 79(1), 


79.1(1) — Definition of property for purposes’*of rules re seizure of 
property by creditor; 248(5) — Meaning of substituted property. 


Income Tax Act 


Pre-RSC History: Para. (d) of “property” added: by 1980-81-82- 
83, c. 140, subsec. 128(9), applicable to 1982 et seq. 


Para. (c) added by 1974-75-76, c. 26, subsec. 125(5), applicable to 
1974 et seq. 


Selected Cases [subsec. 248(1)“property”]: RS Research 
Ltd. v. Canada, [1993] 2 C.T.C. 2378 (TCC) (Right to portion of 
revenues was “property”); Sani Sport Inc. v. Canada, [1990] 2 
C.T.C, 15 (FCA) (Amount paid for loss of business use of expropri- 
ated land was capital gain). 


I.T. Application Rules: 26(6) (property disposed of and reac- 
quired from June 19 to December 31, 1971). 


Interpretation Bulletins: IT-334R2: Miscellaneous receipts; IT- 
432R2: Benefits conferred on shareholders; IT-457R: Election by 
professionals to exclude work in progress from income. 


Advance Tax Ruling: ATR-60: Joint exploration corporations. 


“province” — [Repealed under former Act] 


Pre-RSC History: “Province” repealed by 1980-81-82-83, c. 48, 
subsec. 108(8). “Province” formerly read: 


“province” means a province of Canada; 


“public corporation” has the meaning assigned by 


subsection 89(1); 


“public foundation’ has the meaning assigned by 
section 149.1: 


History: The definition “public foundation” added to subsec. 
248(1) by 1998, c: 19, subsec. 66(3), applicable after 1996. 


“qualifying environmental trust’ at any time 
means a trust resident in a province and maintained 
at that time for the sole purpose of funding the recla- 
mation of a site in the province that had been, used 
primarily for, or for any combination of, the opera- 
tion of a mine, the extraction of clay, peat, sand, 
shale or aggregates (including dimension stone. and 
gravel) or the deposit of waste, where the mainte- 
nance of the trust is or may become required under 
the terms of a contract entered into with Her Majesty 
in right of Canada or the province or is or may be- 
come required under a law of Canada or the province 
and the contract was entered into or that law was en- 
acted, as the case may be, on or before the later of 
January 1, 1996 and the day that is one year after the 
day on which the trust. was created, but does not in- 
clude a trust 


(a) that relates at that time to the reclamation of a 
well, i 


(b) that is not maintained at that time to secure 
the reclamation obligations of one or more per- 
sons or partnerships that are beneficiaries under 
the trust; ~"" . 


(c) that at that time has a trustee other than : 
(i) Her Majesty in right of Canada or the prov- 
ince, or 


(ii) a corporation resident in Canada that is li- 
censed or otherwise authorized under the laws 
of Canada or a province to carry on in Canada 
the business of offering to the public its: ser- 
vices as trustee, 


(d) that borrows money at that time, 
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(e) that acquired at that time any property that is 
not described in any of paragraphs (a), (b) and (f) 
of the definition “qualified investment” in section 
204, 


(f) to which the first contribution was made 
before 1992, 


(g) from which any amount was distributed 
before February 23, 1994, 


(h) if that time is before 1998 and the trust is not 
a mining reclamation trust at that time, 


(i) to which the first contribution was. made 
before 1996, 


(ii) from which any amount was distributed 
before February 19, 1997, or 


(iii) any interest in which was disposed of 
before February 19, 1997, ; 


(i) that elected in writing filed with the Minister, 
before 1998 or before April of the year following 
the year in which the first contribution to the trust 
was made, never to have been a see ateens envi- 
ronmental trust, or 


(j) that was at any previous time during its exis- 
tence not a qualifying environmental trust; 


Related Provisions: 12(1)(z.1), (z.2) Income from trust or 
from sale of interest; 20(1)(ss), (tt) — Deduction for contribution to 
trust or acquisition of interest; 75(3)(c.1) —Reversionary trust rules 
do not apply; 107.3(1), (2)—— Rules applying to. trust; 107.3(3)— 
Where trust ceases to be qualifying environmental trust; 127.41 — 
Tax credit to beneficiary of trust; 149(1)(z) — No Part I tax, on 
trust; 211.6 — Part XII.4 tax on trust; 248(1)“cost amount’(e.2) — 
Cost amount of interest in trust is zero; 250(7) — Trust deemed res- 
ident in province where site is located. 


History: The definition “qualifying environmental trust” addded to 
subsec. 248(1) by 1998, c. 19, subsec. 66(3), applicable after 1991. 


“qualifying share” has the meaning assigned by 
subsection 192(6); 


“record” includes an account, an agreement, a book, 
a chart or table, a diagram, a form, an image, an in- 
voice, a letter, a map,’a memorandum, a plan, a re- 
turn, a statement, a telegram, a voucher, and any 
other thing containing information, whether in writ- 
ing or in any other form; 

History: The definition “record” added to subsec. 248(1) by 1998, 
c. 19, subsec. 239(6), in, force on June 18, 1998. 


“refundable Part VII tax on hand” has the mean- 
ing assigned by subsection 192(3; 


“refundable Part VIII tax on hand” has the mean- | 


ing assigned by subsection 194(3); 


“registered Canadian amateur athletic associa- 
tion” means an association that was created under 
any law in force in Canada, that is resident 1 in Can- 
ada and that 


(a) is a person described in paragraph 149(1)(), 
and 


S. 248(1) reg 


(b) has, as its primary purpose and its primary 
function, the promotion of amateur athletics in 
Canada on a nation-wide basis, 


that has applied to the Minister in prescribed form 
for registration; that has been registered and whose 
registration has not been revoked under subsection 
168(2); 


Related Provisions: 143.1 — Amateur athletes’ reserve funds. 


Pre-RSC History: “Registered Canadian amateur athletic associa- 
tion” substituted by 1988, c. 55, subsec. 188(1), applicable to 1988 
et seq. “Registered Canadian amateur athletic association” formerly 
read: 


“registered Canadian amateur athletic association” has the 
meaning assigned by subsection 110(8); 


Interpretation Bulletins: IT-168R3: Athletes and players em- 
ployed by football, hockey and similar clubs; IT-496:' Non-profit 
organizations. 


Forms: T2050: Application for income tax registration for Cana- 
dian amateur athletic associations and Canadian charities. 


“registered charity” at any time means 


(a) a charitable organization, private foundation 
or public foundation, within the meanings as- 
signed. by subsection 149.1(1), that 1s resident in 
Canada and was either created or established in 
Canada, or ! 


(b) a branch, section, parish, congregation. or 
other division of an organization or foundation 
described in’ paragraph (a), that is resident in 
Canada and was either created or established in 
Canada and that receives donations on its own 
behalf, 


that has applied to the Minister in bisscribed form 
for registration and that is at that time registered as a 
charitable organization, private foundation or public 
foundation; 

Related Provisions: 149(1)(f) — No tax ‘on registered charity; 
149.1(6.3) — Designation as public foundation, etc; 149.1(6.4) 
Registered national arts service organization treated as registered 
charity; Canada-U.S. tax treaty, Art. XXI— Exempt organizations. 
Pre-RSC History: “Registered charity” substituted by 1988, c. 55, 
subsec. 188(1), applicable to 1988 et seq. “Registered charity” for- 
merly read: 


“registered charity” has the meaning assigned by subsection 
110(8); : 


“Registered charity” substituted for “registered Canadian charitable 
organization” by 1976-77, c. 4, subsec. 76(2), applicable to 1977 et 
seq. 


Charities. established before 1977: 
60(3)-(5) provide: 


(3) An organization that, on December 31, 1976, was.a regis- 
tered Canadian charitable organization within the meaning of 
that expression for the purposes of the Income Tax Act as it 
read in its application to the 1976 taxation year, shall, after 
that day, be deemed to be a registered charity within the 
meaning of that expression for the purposes of the Income 
Tax Act as amended by this Act until such time, if any, as its 
registration is revoked. 


1976-77, c.. 4, subsecs. 


(4) For the purpose of applying the definition “disbursement 
quota” in paragraph 149.1(1)(e) of the Income Tax Act, as en- 
acted by this'section, inrespect of the 1977 and 1978 taxation 
years of private foundations, there shall be substituted for. the 
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percentage appearing in clause (A) thereof the following per- 
centages in respect of the following taxation years: 


(a) in respect of 1977 taxation years commencing in 
1976, zero per cent; 


(b) in respect of 1977 and 1978 taxation years commenc- 
ing in 1977, 3 per cent; and 


(c) in respect of all other 1978 taxation years, 4 per cent. 


(5) For the purpose of applying the provisions of subsection 
149.1(18) of the Income Tax Act, as enacted by this section, 
in respect of the 1977 taxation year of a foundation, 
paragraphs (a) and (b) thereof shall be read and construed as 
follows: 


“(a) there may be deducted an amount not exceeding 
its income for the 1976 taxation year computed without 
including or deducting any amount under subsection 
149(9) as it read in its application to that taxation year, 
and 


(b) there shall be included any amount that has been 
deducted for the 1976 taxation year under subsection 
149(9) as it read in ‘its application to that taxation 
year;” 


Selected Cases: Vancouver Regional FreeNet Association y. 
MNR, [1996] 3 C.T.C. 102 (FCA) (Provision of access ‘to informa- 
tion on Internet free of charge was charitable activity). 


Interpretation Bulletins: IT-496: Non-profit organizations. 


Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


Forms: T2050: Application’ for income tax registration for Cana- 
dian amateur athletic associations and Canadian charities; T2095: 
Canadian charities — application for re-designation. 


“registered education savings plan” has the mean- 
ing assigned by subsection 146.1(1); 


Pre-RSC History: “Registered education savings plan” enacted by 
1974-75-76, c. 26, subsec. 125(6), applicable to 1972 et seg. 


“registered home ownership savings plan’’ — [Re- 
pealed under former Act] 
Pre-RSC History: “Registered home ownership savings plan” re- 


pealed by 1986, c. 6, subsec. 126(1), applicable to 1986 et seq. That 
definition formerly read; 


“registered home ownership savings plan” has the meaning 
assigned by subsection 146.2(1); 


“Registered home ownership savings plan” added by 1974-75-76, c. 
26, subsec. 125(7), applicable to 1974 et seq. 


“registered investment” has the meaning assigned 
by subsection 204.4(1); 


Pre-RSC History: “Registered investment” enacted by 1980-81- 
82-83, c. 48, subsec. 108(9), applicable to 1981 et seg. 


“registered labour-sponsored venture capital cor- 
poration” means a corporation that was registered 
under subsection 204.81(1), the registration of which 
has not been revoked: 

History: The definition “registered labour-sponsored venture capi- 


tal corporation” added to subsec. 248( 1) by 1997, c. 25, subsec. 
71(3), applicable after 1995. 


“registered national arts service organization’’, at 
any time, means a national arts service organization 
that has been registered by the Minister under sub- 
section 149.1(6.4), which registration has not been 
revoked; 
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History: “Registered. national arts organization” enacted by 1994, 
c. 7, Sch. If (1991, c. 49), subsec. 192(14), applicable after July 13, 
1990, 


“registered pension fund or plan” — [Repealed 
under former Act] 
Pre-RSC History: “Registered pension fund or plan” repealed by 


1990, c. 35, subsec. 27(1), applicable after 1985. The definition had 
read: 


“registered pension fund or plan” means an employees’ su- 
perannuation or pension fund or plan accepted by the Minis- 
ter for registration for the purposes of this Act in respect of its 
constitution and operations for the taxation year under 
consideration; 


“registered pension plan” means a pension plan 
that has been registered by the Minister for the pur- 
poses of this Act, which registration has not been 
revoked; 


Related. Provisions: 147.1(2) — Registration 
147.1(3) — Deemed registration. 


Pre-RSC History: “Registered pension plan” enacted by 1990, c. 
35, subsec. 27(2), applicable after 1985 except that before 1989 the 
definition shall be read as follows: 


of plan; 


“tegistered pension plan” means an employees’ superannua- 
tion or pension fund or plan accepted by the Minister for re- 
gistration for the purposes of this Act in Trespect of its consti- 
tution and operations for the taxation year under © 
consideration; 


1.T. Application Rules: 17(8) (reference to RPP. includes refer- 
ence to approved plan before RPP amendment in 1990). 


Interpretation Bulletins: IT-167R6: Registered pension plans — 
employee’s contributions; IT-528: Transfers of funds between regis- 
tered plans. — 
Forms: T510: Application for registration of employees’ pension 
plan. 


“registered retirement income fund” has the 
meaning assigned by subsection 146.3(1); 


Pre-RSC History: “Registered retirement income fund” enacted 
by 1977-78, c. 32, subsec. 54(1). 


“registered retirement savings plan” has the 
meaning assigned by subsection 146(1); : L099 
“registered securities dealer” means a person reg- 
istered or licensed under the laws of a province to 
trade in securities, in the capacity of an agent or 
principal, without any restriction as to the types ‘or 
kinds of securities in which that person may trade; 


Related Provisions: 142.2(1)investment dealer’, 142.5 — Cor- 
poration subject to mark-to-market rules. 


History: The definition “registered securities dealer’ added by 
1995, c. 21, subsec. 74(2), applicable after April 26, 1989. 


“registered supplementary unemployment benefit 
plan” has the meaning assigned by subsection 
145(1); 


“regulation” means a regulation made by the Gov- 
ernor in Council under this Act; 


Related Provisions: 65(2) — Regulations allowing resource al- 
lowances; 147.1(18) — Regulations re pension plans; 215(5) — 
Regulations reducing amount to be deducted or withheld; 221 — 
Regulations generally; 248(1) — “Prescribed”. 
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“restricted farm loss’’ has the meaning assigned: by 
subsection 31(1.1); : . : 


Related Provisions: 111(1)(c) — Application of restricted’ farm 
losses; 111(9) — Restricted farm loss where taxpayer not resident 
in Canada. 


History: The definition “restricted farm loss” amended by 1995, c. 
21, subsec. 43(1), applicable to taxation years that end after Febru- 
ary 21, 1994. The definition formerly read: 


“restricted farm loss” has. the meaning assigned by: subsection $s 


STC) 


“restricted financial institution” ‘means 
(a) a bank, ? | 
(b) a corporation licensed or sitreisvixe aerhotized 
under the laws of Canada or a province to carry 


on in Canada the business of offering to the pub- 
lic its services as trustee, 


(c) a credit union, 
(d) an insurance corporation, 


(e) a corporation whose principal business is, the 
lending of money to persons with whom the cor- 
poration is dealing at arm’s length or the purchas- 


ing of debt obligations issued by such persons or 


a combination thereof, or __ 
(f) a corporation that is controlled. by one or more 


corporations described in any of paragraphs (a) to. 


(e); 


Related: Provisions: 131(10) — Mutual fund corporation or in- 
vestment corporation — election not'to be.restricted financial insti- 
tution; 142.2(1)‘financial institution” — Definition for mark-to- 
market and related rules. 


Pre-RSC._ History: Para. (a) of.‘ ceuniaed financial institution” 
substituted by 1992, c. 1, Sch. V, subsec. 21(2), applicable from 
February 28, 1992. That para. formerly read; 


(a) a bank to which the Bank Act or the Quebec Savings Banks 
Act applies. 


“Restricted financial institution” enacted by 1988, c. 55, subsec. 
188(14), applicable after June 18, 1987. 


“retirement compensation arrangement” means a 
plan or arrangement under which contributions 


(other than payments made to acquire an interest in a_ 


life insurance policy) are made by an employer or 
former employer of a taxpayer, or by a person with 
whom the employer or former’employer does not 
deal at arm’s length, to another person or partnership 
(in this definition and in Part XI.3 referred to as the 
“custodian”) in connection with benefits that are to 
be or may be received or enjoyed by any person on, 
after or in contemplation of any substantial change in 
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the services rendered by the taxpayer, the retirement 
of the taxpayer or the loss of an office or employ- 
ment of the taxpayer, but does not include’ 


(a). a registered pension: plan, 

(b) a disability or income maintenance insurance 
plan under a policy with an insurance 
corporation, | | 
(c) a deferred profit sharing plan, 
-(d) an employees profit sharing plan, 
(e) a registered retirement savings plan, | 

(f) an employee trust, 

(g)‘a group sickness or accident insurance plan, 
(h) a supplementary unemployment benefit plan, 


(i)) a vacation pay trust described.in paragraph 
149(1)(y), 


(j) a plan or arrangement established for the pur- 
pose of deferring the salary or wages of a profes- 
sional athlete for [the athlete’ S], services..as such 
with a team that participates in a league having 
regularly scheduled games (in this definition re-_ 
ferred to as an “athlete’s plan”), where 


(i) the plan or arrangement would, but for par- 
agraph (j) of the definition “salary deferral. ar- 
rangement” in this subsection, be a ahi 
deferral arrangement, and” 


(ii) in the case of a Canadian team, the custo- 
dian of the plan or arrangement carries on 
business through a fixed place of business in 
Canada and is licensed or otherwise -author- 
ized under the laws of Canada ora province to 
carry on in Canada the business of offering to 
the public its services as trustee, 


(k) a salary deferral arrangement, whether or. not 
deferred. amounts thereunder.are required to be 
included as benefits under paragraph 6(1)(a). in 
computing a taxpayer’s income, 


(1) a plan or arrangement (other tT anes an. athlete’s 
plan) that is maintained primarily for the benefit 
of non-residents in respect of services rendered 
-outside Canada, 


(m)..an insurance policy,, or 
(n) a:prescribed plan or arrangement, 


and, for the purposes of this definition, where a par- 
ticular person holds property in trust under an ar- 
rangement that, if the property were held by another 
person, would be a retirement compensation arrange- 
ment, the arrangement shall be deemed to bea retire- 
ment compensation arrangement of which the partic- 
ular person is the custodian; 

Related Provisions: 8(1)(m.2)— Employee RCA contributions; 
12(11) — Definitions — “investment contract”; 147.1(3) — 
Deemed registration; 207.6(2) — Life ‘ insurance © policies; 
207.6(4) — Deemed contribution; 207.6(5) — Resident's, arrange- 
ment; 252. 1(c), (d) — All branches of a union deemed to be a single 
employer. 

Pre-RSC History: “Retirement compensation arrangement” en- 
acted by 1987, c: 46, subsec. 69(2), applicable after October 8, 
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1986, except that with respect to a plan or arrangement (other than a 
pension fund or plan the registration’ of which has been. revoked 
under the Act) established before October 9, 1986 or established af- 
ter October 8, 1986 pursuant to an agreement between a taxpayer 
and an employer or former employer of the taxpayer entered into 
before October 9, 1986 (referred to herein as the “existing arrange- 
ment’), for the purposes of the Acct, 


(a) another plan or arrangement (referred to herein as the “statu- 
tory arrangement”) is deemed to be established on the day that 
is the earlier of January 1, 1988, and the day after October 8, 
1986 on which the terms of the existing arrangement have been 
materially altered: 


(b) the statutory arrangement is deemed to be a separate ar- 
rangement independent of the existing arrangement; 


(c) the existing arrangement is deemed not to be a-retirement 
compensation arrangement; and 


(d) all contributions made under the existing arrangement after 
the establishment of the: statutory arrangement and all property 
that can reasonably be considered to derive from those contri- 
butions are deemed to be property held in connection with the 
Statutory arrangement and not in connection with the existing 
arrangement. 


Regulations: 6802 (prescribed plan or arrangement). 
Interpretation Bulletins: IT-529: Flexible employee benefit 
programs. 3 
Advance Tax Ruling? ATR-45: Share appreciation rights plan. 


Forms: 1733: Application for “A Retirement Compensation Ar- 
rangement” (RCA) Identification Account. 


“retirement income fund” has the meaning as- 
signed by subsection 146.3(1); 


Pre-RSC History: “Retirement income fund” enacted by 1977-78, 
c. 32, subsec. 54(2). 


“retirement savings plan” has the meaning as- 
signed by subsection 146(1); | 


“retiring allowance’? means an amount (other than a 
superannuation or pension benefit, an amount re- 
ceived as a consequence of the death of an employee 
or a benefit described in subparagraph 6(1)(a)(iv)) 
received , 


(a) on or after retirement of a taxpayer from an 
office or employment in recognition of the tax- 
payer’s long service, or 


(b) in respect of a loss of an office or employ- 
ment of a taxpayer, whether or not received as, 
on account or in lieu of payment of, damages or 
pursuant to an order or judgment of a competent 
tribunal, 


by the taxpayer or, after the taxpayer’s death, by a 
dependant or a relation of the taxpayer or by the le- 
gal representative of the taxpayer; 

Related Provisions: 56(1)(a)(Gii) — Inclusion’ in income; 
60(j:1) — Rollover of retiring allowance to RRSP: 248(8) — Oc-+ 
Currences as a consequence of death: 

Pre-RSC History: That portion of “retiring allowance” preceding 
para. (a) substituted by 1990, c. 39, subsec. 54(1), applicable to 
1988 et seq. That portion formerly read: 


“retiring allowance” means an amount (other than a superan- 
nuation or pension benefit or an amount received asa conse- 
quence of the death of an employee) received 


“Retiring allowance” substituted by 1980-81-82-83, c: 140; subsec. 
128(10), applicable with respect. to amounts received in respect of 
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any termination of an’ office or employment after November 12, 
1981. “Retiring allowance” formerly read: : 


“retiring allowance” means an amount received upon or after 

. Tetirement from an office or employment in recognition of 
long service or in respect of loss of office or employment ; 
(other than a superannuation or pension benefit), whether. the 
recipient is the officer or employee or a dependant, relation or 
legal representative; 


Selected Cases [subsec. 248(1)“retiring allowance”): 
Schwartz v. Canada, [1996] 1 C.T.C. 303 (SCC) (Retiring allow- 
ance not related to employment which never started); Merrins y. 
Canada, [1995].1.C.T.C. 111 (FCTD) (Amount recéived on settle- 
ment of grievance arising from lay-off was “retiring allowance”); 
Doyle v. The Queen, [1983] C.T.C. 339 (FCTD) (No genuine retire- 
ment from’ office of director of wound-up company where its busi- 
ness transferred to another company and, managed by same individ- 
ual as director of second company); Lorenzen y. The Queen, [1981] 
GTLGS3/t @CFD) (Retiring allowance disallowed where former 
president/director of wound-up company continued to manage 
transferred business as president/director of transferee company). 


Interpretation Bulletins: IT-99R4: Legal and accounting fees; 
IT-337R3: Retiring allowances; IT-365R2: Damages, settlements 
and similar receipts; IT-S08R: Death benefits. 

IT. Technical. News: No. 7 (retiring allowances). | 


Advance Tax Ruling: ATR-12: Retiring allowance, 


“RRSP deduction limit” has the meaning assigned 
by subsection 146(1); NGHSIO? 


Pre-RSC History: “RRSP deduction limit” enacted by 1990, c. 
35, subsec. 27(3), applicable after 1988. 


“RRSP dollar limit” has the meaning assigned by 
subsection 146(1); Hipage 


Pre-RSC History: “RRSP dollar limit” enacted by 1990, c. 35, 
subsec. 27(3), applicable after 1988. S 


“salary deferral arrangement”, in respect of a tax- 
payer, means a plan or arrangement, whether funded 
or not, under which any person has a right in a taxa- 
tion year to receive an amount after the year where it 
is reasonable to consider that one of the main pur- 
poses for the creation or existence of the right is to 
postpone tax payable under this Act by the taxpayer 
in respect of an amount that is, or is on account or in 
lieu of, salary or wages of the taxpayer for services 
rendered by the taxpayer in the year or a preceding - 
taxation year (including such a right that is subject to’ 
one or more conditions unless there is a substantial 
risk that any one of those conditions will not be sat- 
isfied), but does not include 


(a) a registered pension plan, 


(b) a disability or income maintenance insurance 
plan. under.a_ policy with an insurance 
corporation, 


(c) a deferred profit sharing plan, 

(d) an employees profit sharing plan, 

(e) an employee trust, : 

(f) a group sickness or accident insurance plan, 
(g) a supplementary unemployment benefit plan, 


(h) a vacation pay trust described: in paragraph 
149(1)(y), © 
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(i) a plan or arrangement the sole purpose of 
which is to provide education or training for em- 
ployees of an employer to improve their work or 
work-related skills: and abilities, 


(j) a plan or, arrangement established. for, the pur- 
pose of deferring the salary or wages of a profes- 
sional athlete for the services of the athlete as 
such with a team that participates in a league hav- 
ing regularly scheduled games, 


(k) a plan or arrangement under which a taxpayer 
has a right to receive a bonus or similar payment 
in respect of services rendered by the taxpayer in 
a taxation year to be paid within 3 years follow- 
ing the end. of the year,. or 


(1) a prescribed plan or arrangement; 


Related Provisions: 
contract”. 


Pre-RSC History: Para. (a) of “salary deferral arrangement” 
amended by Sch. I of 1990, c. 35, applicable from June py ees be 40 
Para. (a) formerly. read: 


12(11) — Definitions — “investment 


(a) a registered pension fund or late 


“Salary deferral arrangement” enacted by 1986, c. 55, subsec. 78(3), 
applicable after February 25, 1986 with respect to plans and ar- 
rangements otherwise than with respect to an amount that would be 
a deferred amount but for this exception under an agreement in writ- 
ing made before February 26,1986 by a taxpayer and his employer 
or former employer where the amount is in respect of 


(a) services rendered by the taxpayer before July 1986; or 


(b) services rendered by the taxpayer after June 1986, where the 
taxpayer is obliged to defer receipt of the amount and cannot 
cancel or otherwise avoid that obligation. 


Regulations: 6801 (prescribed plan. or arrangement). 


Interpretation Bulletins: IT-109R2: Unpaid amounts; IT-168R3: 
Athletes and players employed by football, hockey and similar 
clubs; IT-529: Flexible employee benefit programs. 

IT. Technical News: No. 7 (salary deferral arrangement — para- 
graph (k)). ° £ 

Advance Tax Ruling: ATR-39: Self-funded leave of absence; 


ATR-45: Share epore ny on rights plan; ATR-64: Phantom stock 
award plan. 


“salary or wages’’, except in sections 5 and 63 and 
the definition ‘death benefit” in this subsection, 
means the income of a taxpayer from an office or 
employment as computed under-subdivision a of Di- 
vision B of Part I and includes all fees received for 
services not rendered in the course of the taxpayer’s 
business but does not include superannuation or pen- 
sion benefits or retiring allowances; 

Interpretation Bulletins: IT-99R4: Legal and accounting fees. 
Application Policies: SR&ED 96-06: Directly undertaking, su- 
pervising or supporting v. 
wages.. 


“scientific research and experimental develop- 
ment” means systematic investigation or search that 
is carried out in a field of science or technology by 
means of experiment or analysis and that is 


(a) basic research, namely, work undertaken for 
the advancement of scientific knowledge without 
a specific practical application in view, 


“directly engaged” SR&ED salary and 


S. 248(1) sci 


(b) applied research, namely, work undertaken 
for the advancement of scientific knowledge with 
a specific practical application in view, or 


(c) experimental development, namely, work un- 
dertaken for the purpose of achieving technologi- 
cal advancement for the purpose of creating new, 
or improving existing, materials, devices, prod- 
ucts or processes, including incremental improve- 
ments thereto, 


and, in applying this definition in respect of a tax- 
payer, includes 


(d) work undertaken by or on behalf of the tax- 
payer with respect to engineering, design, opera- 
tions research,. mathematical analysis, computer 
programming, data collection, testing or psycho- 
logical research, where the work is commensu- 
rate with the needs, and directly in support, of 
work described in paragraph (a), (b), or (c) that is 
undertaken in Canada by or on behalf of the 
taxpayer, 


but does not include work with respect to 
(e) market research or sales promotion, 


(f) quality control or routine testing of materials, 
devices, products or processes, 


(g) research in the social sciences or the 
humanities, 


(h) prospecting, exploring or drilling for, or pro- 
ducing, minerals, petroleum or natural gas, 


(i) the commercial production of a new or im- 
proved material, device or product or the com- 
mercial use of a new or improved process, 


(j) style changes, or 
(k) routine data collection; 


Related Provisions: 37(3) — Revenue Canada may obtain ad- 
vise from’ certain sources as to whether an activity is SR&ED; 
37(8) — Amounts deemed not’ to be expenditures on SR&ED; 
37(13) — Linked work deemed to»be SR&ED. 


History: The definition “scientific research and experimental de- 
velopment” amended by 1998, c: 19, subsec. 239(1), applicable to 
work performed by a taxpayer after February 27, 1995 except that, 
for the purposes of paras. 149(1)(j) and (8)(b), that: definition does 
not apply to work performed pursuant to an agreement in writing 
made by the taxpayer before February 28, 1995. The definition for- 
merly read: 


“scientific research and experimental development” has the 
meaning assigned by regulation, 


The definition “scientific research and experimental development” 
added by 1996, c. 21, subsec. 60(2), applicable to work performed 
after February 27, 1995 except that, for the purposes of paras. 
149(1)G) and (8)(b), that definition does not apply to work per- 
formed pursuant to an serene in writing entered into before Feb- 
ruary 28, 1995. 


Regulations: 2900 (meaning of “scientific research and experi- 
mental development” (no longer applicable now that the full defini- 
tion is in the Act). 


Information Circulars: 97-1: 
software development. 


Application Policies: SR&ED 94-03: Testing activities on new 
substances required by the Canadian Protection Act (CEPA); 
SR&ED 95-01R: Linked activities — Reg. 2900(1)(d); SR&ED 95- 


Administrative guidelines for 
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02: Science eligibility guidelines for the oil and gas mining indus- 
tries; SR&ED 95-03: Claims for ISO 9000 registration; SR&ED 96- 
02: Tests and studies required to meet requirements in regulated in- 
dustries; SR&ED 96-08: Eligibility of the preparation of new drug 
submissions; SR&ED 96-09: Eligibility of clinical trials. to meet 
regulatory requirements,. 


“scientific research and experimental develop- 
ment financing contract” has the meaning assigned 
by subsection 194(6); 

Origin of “scientific research and experimental 


development financing contract”: R.S.C. 1985. 'c. 1 (Sth 
Supp.). (Formerly included in subsec. 194(6).) 


“scientific research and experimental develop- 
ment tax credit” of a taxpayer for a taxation year 
has the meaning assigned by subsection J WATNG 64 2 

Origin of “scientific research and experimental 


development tax credit”: R.S.C. 1985, c. 1 (Sth Supp.). (For- 
merly included in subsec. 127.3(2).) 


“securities lending arrangement” has the meaning 
assigned by subsection 260(1); 
History: The definition “securities lending arrangement” added to 


subsec. 248(1) by 1994, c, 21, subsec. 109(6), applicable to 1993 et 
seq. 


“self-contained domestic establishment” means a 
dwelling-house, apartment or other similar place of 
residence in which place a person as a general rule 
sleeps and eats; 

Interpretation Bulletins: IT-91R4: Employment at special work 
sites or remote work locations; IT-352R2: Employee’s expenses, in- 
cluding work space in home expenses; -IT-513R: Personal tax 
credits. 


“separation agreement” includes an agreement by 
which a person agrees to make payments on a peri- 
odic basis for the maintenance of a former spouse, 
children of the marriage or both the former spouse 
and children of the marriage, after the marriage has 
been dissolved whether the agreement was made 
before or after the marriage was dissolved; 


“servant” — [See under “employment”.] 


“share” means a share or fraction of a share of the 
capital stock of a corporation and, for greater cer- 
tainty, a share of the capital stock ofa corporation 
includes a share of the capital of a cooperative cor- 
poration (within the meaning assigned by subsection 
136(2)) and a share of the capital of a credit union; 
Related Provisions: 132.2(2) — Definition of “share” for mutual 


fund rollover rules; 142.2(1)*‘mark-to-market property”(a), 142.5 — 
Mark-to-market rules for financial institutions. 


History: “Share” substituted by 1994, c. 7, Sch. II (1991, ¢. 49), 
subsec. 192(1), applicable after 1988. “Share” formerly read: 


“share” means a share or fraction thereof of the capital stock 
of a corporation; 


Pre-RSC History: “Share” substituted by 1974-75-76, c. 26, sub- 
sec. 125(8), applicable after 1971. 


Interpretation Bulletins: IT-116R3: Rights to buy additional 
shares. 


Advance Tax Ruling: ATR-26: Share exchange. 
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“shareholder” includes a member or other person 
entitled to receive payment of a dividend; 


Interpretation Bulletins: IT-116R3: Rights to buy additional 
shares; IT-432R2: Benefits conferred on shareholders. 


“share-purchase tax credit’ of a taxpayer for a tax- 
ation year has the meaning assigned by subsection 
127.2(6); | 


“short-term preferred share” of a corporation at 
any particular time means a share, other than a 
grandfathered share, of the capital stock of the cor- 
poration issued after December 15, 1987 that at that 
particular time 


(a) is a share where, under the terms and condi- 
tions of the share, any agreement relating to the 
share or any modification of those terms.and con- 
ditions or that agreement, the corporation or a 
specified person in relation to the corporation is 
or may, at any time within 5 years from the date 
of its issue, be required to redeem, acquire or 
cancel, in whole or in part, the share (unless the 
requirement to redeem, acquire or cancel the 
share arises only in the event of the death of the 
shareholder or by reason only of a right to con- 
vert or exchange the share) or to reduce the paid-. ~ 
up capital of the share, and for the purposes of 
this paragraph 


(i) an agreement in respect of a share of the 
capital stock of a corporation shall be read 
without reference to that part of the agreement 
under which a person agrees to acquire the 
share for an amount | , 


(A) in the case of a share (other than a 
Share that would, but for that part of the 
agreement, be a taxable preferred share) 
the agreement in respect of which provides 
that the share is to be acquired within 60 
days after the day on which the agreement 
was entered into, that does not exceed the 
greater of the fair market value of the share 
at the time the agreement was entered into, 
determined without reference to the agree- 
ment, and the fair market value of the 
share at the time of the acquisition, deter- 
mined without reference to the agreement, 
or 


(B) that does not exceed the fair market 
value of the share at the time of the acqui- 
sition, determined without reference to the 
agreement, or for an amount determined 
by reference to the assets or earnings of the 
corporation where that determination may 
reasonably be considered to be used to de- 
termine an amount that. does not exceed 
the fair market value of the share at the 
time of the acquisition, determined without 
reference to the agreement, and 


(ii) “shareholder” includes a shareholder of a 
shareholder, or 
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(b) is a share that is convertible or exchangeable 
at any time within 5 pieaes fron the date of its 
issue, unless» 


(i) it is convertible into or exchangeable for 


(A) another share of the corporation or a 
-corporation related to the corporation that, 
_if issued, would not be a short-term pre- 
ferred. share, rs 
(B) a right or warrant that, if exercised, 
would allow the person exercising it to ac- 
.. quire only a share ofthe corporation.or a 
corporation related,to the corporation that, 
if issued, would not be a short-term pre- 
ferred share, or 


(C) both a share described in. clause (A) 
and a right or warrant. described in clause 
(B), and i 


(ii) all the consideration cecuicakic for the 
share on the conversion or exchange is the 

- share described in clause (i)(A) or the right or 
warrant described in clause (i)(B) or both, as 
the case may. be, and for the purposes of this 
subparagraph, where a taxpayer may become 
entitled on the conversion or exchange of a 
share to receive any particular consideration 
(other than consideration described in any of 
clauses (i)(A) to (C)) in lieu of a fraction of a 
share, the particular consideration shall be 
deemed not to be consideration unless it may 

reasonably be considered that the particular 
consideration was receivable as part of a se- 
ries of transactions, or events one of the main 

purposes of which was to, avoid or limit, the 
application of Part IV.1 or V1.1, 


and, for the purposes of this definition, 


(c) where at any particular time after December 
15, 1987, otherwise than pursuant to a written ar- 
rangement to do so entered into before December 
16, 1987, the terms or conditions of a share of the 
capital. stock of a corporation that are relevant to 
any matter referred to in any of paragraphs (a), 
(b), (f) and (h) are established or modified, or any 
agreement in respect of any such matter to which 
the corporation or a specified person in relation to 
the corporation is a party, is changed or entered 
into, the share shall be deemed after that particu- 
lar time to have been issued at that particular 
time, 

(d) where at any particular time after December 
15, 1987 a particular share of the capital stock of 
a corporation has been issued or its terms or con- 
ditions have been modified or an agreement in re- 
spect of the share is modified or entered into, and 
it may reasonably be considered, having regard to 
all the circumstances, including the rate of inter- 
est on any debt obligation or the dividend pro- 
vided on any short-term preferred share, that 


(i) but for the existence at any time of such a 
debt obligation or such a short-term. preferred 
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share, the particular share would not have 
been issued or its terms or conditions modi- 
fied or the agreement in respect of the share 
would not have been modified or entered into, 
and 


(ii) one of the main purposes for the issue of 
the particular share or the modification of its 
terms or conditions or the modification or en- 
tering into the agreement in respect of the 
share was to avoid or limit the tax .payable 
under subsection 191.1(1), 


the particular share shall be deemed after that 
particular time to have been issued at that particu- 
lar time and to be a short-term Lacie share of 
the. corporation, 


(e) where at any particular time ‘after December 
15, 1987, otherwise than pursuant to a written ar- 
rangement to do so entered into before December 
16, 1987, the terms or conditions of a share of the 
capital stock of a corporation are modified or es- 
tablished or any agreement in respect of the share 
has been changed or entered into, and as a conse- 
quence thereof the corporation or a specified per- 
son in relation to the corporation may reasonably 
be expected to redeem, acquire or cancel (other- 
wise than by reason of the death of the share- 
holder or by reason only of a right to convert or 
exchange the share that would not cause the:share 


to be a short-term. preferred share by reason of 


paragraph (b)), in whole or in part, the share, or 
to reduce its paid-up capital, within 5 years from 
the particular time, the share shall be deemed to 
have been issued at that particular time and to be 
a short-term preferred share of the corporation af- 
ter the particular time until the time that.such rea- 
sonable expectation ceases to exist and, for. the 
purposes of this paragraph, | 
(i) an agreement in respect of a share of the 
capital stock of a corporation shall be read 
without reference to that part of the agreement 
under which a person agrees to ASCH the 
share for an amount 


(A) in the case of a share (other than a 
share that would; but for that part of the 
agreement, be a taxable preferred share) 
the agreement in respect of which provides 
that the share is to be acquired within 60 
days after the day on which the agreement 
was entered into, that does not exceed the 
greater of the fair market value of the share 
at the time the agreement was entered into, 
determined without reference to the agree- 
ment, and the fair market value of the 
share at the time of the acquisition, deter- 
mined without reference to the agreement, 
or 


(B) that does not exceed the fair market 
value of the share at the time of the acqui- 
sition, determined without reference to the 
agreement, or for an amount determined 
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by reference to the assets or earnings of the 
corporation where that determination may 
reasonably be considered to be used to de- 
termine an amount that does not exceed 
the fair market value of the share at the 
time of the acquisition, determined without 
reference to the agreement, and 


(ii) “shareholder” includes a shareholder of a 
shareholder, 


(f) where a share of the capital stock of a corpora- 
tion was issued after December 15, 1987 and at 
the time the share was issued the existence of the 
corporation was, or there was an arrangement 
under which it could be, limited to a period that 
was within 5 years from the date of its issue, the 
share shall be deemed to be a short-term pre- 
ferred share of the corporation unless the share is 
a grandfathered share and the arrangement is a 
written arrangement entered into before Decem- 
ber 16, 1987, 


(g) where a share of the capital stock of a corpo- 
ration is acquired at any time after December 15, 
1987 by the corporation or a specified person in 
relation to the corporation and the share is at any 
particular time after that time acquired by a per- 
son with whom the corporation or a specified per- 
son in relation to the corporation was dealing at 
arm’s length if this Act were read without refer- 
ence to paragraph 251(5)(b), from the corporation 
or a specified person in relation to the corpora- 
tion, the share shall be deemed after that particu- 
lar time to have been issued at that particular 
time, 

(h) where at any particular time after December 
15, 1987, otherwise than pursuant to a written ar- 
rangement to do so entered into before December 
16, 1987, as a result of the terms or conditions of 
a share of the capital stock of a corporation or 
any agreement entered into by the corporation or 
a specified person in relation to the corporation, 
any person (other than the corporation or.an indi- 
vidual other than a trust) was obligated, either ab- 
solutely or contingently and either immediately 
or in the future, to effect any undertaking within 
5 years. after the day on which the share was is- 
sued (in this paragraph referred to as a “guarantee 
agreement”) including any guarantee, covenant or 
agreement to purchase or repurchase the share, 
and including the lending of funds or the placing 
of amounts on deposit with, or on behalf of the 
shareholder or a specified person in relation to 
the shareholder given 


(i) to ensure that any loss that the shareholder 
or a specified person in relation to the share- 
holder may sustain, by reason of the owner- 
ship, holding or disposition of the share or any 
other property is limited in any respect, and 


(ii) as part of a transaction or event or series 
of transactions or events that included the is- 
suance of the share, 
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the share shall be deemed after that particular 
time to have been issued at the’ particular time 
and to be at and immediately after the particular 
time a short-term preferred share, and for the pur- 
poses of this paragraph, where a guarantee agree- 
ment in respect of a share is given at any particu- 
lar time after December 15, 1987, otherwise than 
pursuant to a written arrangement to do so en- 
tered into before December 16, 1987, the share 
shall be deemed to have been issued at the partic- 
ular time and the guarantee agreement shall be 
deemed to have been given as part of a series of 
transactions that included the issuance of the 
share, - nLIGY de! 


(i) a share that is, at the time a dividend is paid 
thereon, a share described in paragraph (e) of the 
definition “term préferred share” in this subsec- 
tion during the applicable time period referred to 
in that paragraph or a prescribed share shall, not- 
withstanding any other provision of this defini- 
tion, be deemed not to be a short-term preferred 
share at that time, and 


(j) “specified person” has the meaning assigned 
by paragraph (h) of the definition “taxable pre- 
ferred share” in this subsection; 


Related Provisions: 87(4.2) — Amalgamation; 248(10) — Se- 
ries of transactions. 


Pre-RSC History: “Short-term preferred share” substituted by 
1988, c. 55, subsec. 188(1), applicable with respect to shares issued 
after December 15, 1987 and shares deemed by the Act (as 
amended) to have been issued after that date. “Short-term preferred 
share” formerly read: 


“short-term preferred share” of a corporation (in this defini- 
tion referred to as the “issuing corporation”) means 


(a) a share of the capital stock of the issuing corporation 
issued after November 12; 1981 if»: 


(i) the issuing corporation, any person related to the 
issuing corporation or any. partnership or trust of 
which the issuing corporation or a person. related 
thereto is a member or beneficiary (each of which is 
referred to in this definition as “a member of the re- 
lated issuing group”) is or may be. required to re- 
deem, acquire or cancel, in whole or in part, the 
share or to reduce its: paid-up capital at any time 
within 18 months from the date. of. its issue, and 


(ii) the share was issued in order to obtain funds for a 
member of the related issuing group-and the share 
may reasonably be ‘regarded as having been issued 
by a member of the related issuing group in lieu of 
commercial paper or a similar short-term debt instru- 
ment that would otherwise have been issued or sold 
on the money market by a member of the related is- 
suing group had..a member of the related issuing 
group borrowed the funds, or 


(b) a share described in subparagraph (a)(ii) that is: con- 
vertible, directly or indirectly, within 18 months from the 
date of its issue into debt or into a share that, if issued, 
would be a share described in subparagraph (a)(i), 


but does not include a share of the capital stock of a 
corporation 


(c) that. was issued after November 12, 1981 and before 
1983 pursuant to an agréement in writing to do so made 
before November 13, 1981, 
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(d) that is a share described in paragraph (e) of the defini- 
tion “term preferred share” in this subsection, or 


(e) that is a prescribed share 


and for the purposes of this definition, 


(f) where, at any particular time after November 12, 
1981, in the case of a share issued before November 13, 
1981 or a share described in paragraph (c), its redemption 
date was changed or the terms or conditions relating to 


(i) its redemption, acquisition, cancellation, conver- 
sion or reduction of its paid-up capital by the issuing 
corporation, or 


(ii) its acquisition by a member of the related issuing 
group 


were changed, the share shall, forthe purpose of deter- 


mining at a subsequent time whether it is a short-term 
' preferred share, be deemed to have been issued at the 
particular time, 


~(g) where a person has an interest in a trust, whether di- 
rectly or indirectly, through an interest in any other trust 
or in any other manner whatever, the person shall be 
* deemed to be a beneficiary of the trust, 


(h) where a particular share of the capital stock of a cor- 
poration has been issued or its terms or conditions have 
been modified and it may reasonably be considered, hav- 
ing regard to all circumstances (including the rate of in- 
terest on any debt or the dividend provided on any short- 
term preferred share), that 


(i) but for the existence at any time of the debt or the 
short-term preferred share, the particular share would 
not have been issued or its terms or conditions modi- 
fied, and 


(ii) one of the main purposes for the issue of the par- 
ticular share or the modification of its terms or con- 
ditions was to. avoid or.limit the application of sub- 
section 112(2.3), 


~ the particular share shall, after December 31% 1982; be 
deemed to be a short-term preferred share of the 
corporation, 


(i) where a share is substituted or exchanged for a short- 
term preferred share, the share shall be deemed to be a 
short-term preferred share, 


(j) where the terms or conditions of a share of the capital 
stock of the issuing corporation are modified or estab- 
lished after June 28, 1982 and as a consequence thereof 
any member of the related issuing group may reasonably 
be expected to redeem, acquire or cancel, in whole or in 
part, the share, or to reduce its paid-up capital, within 18 
months from the date of its issue, the share shall be 
deemed as from.the date of the modification.or as from 
the date of the establishment, as the case may be, to be a 
share described in subparagraph (a)(i), 


(k) where a share of the capital stock of the issuing cor- 
poration was issued after June 28, 1982 and at the time 
the share was issued the existence of the issuing corpora- 
tion was, or there was an arrangement under which it 
could be, limited to a period that was within 18 months 
from the date of its issue, the share shall be deemed to be 
a share described in subparagraph (a)(i), and 


(1) where a share is issued after November 12, 1981 by a 
member of the related issuing group to another member 
of that related issuing group and the share is subsequently 
sold by any member of the related issuing group to a per- 
son with whom such member was, but for paragraph 
251(5)(b), dealing at arm’s length, the share shall be 
deemed to have been issued at the time the share was 
sold by such member; 
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“Short-term preferred share” enacted by 1980-81-82-83, c. 140, 
subsec. 128(11), applicable after November 12, 1981. 


Regulations: 6201(8) (prescribed shares). 
Advance Tax Ruling: ATR-46: Financial difficulty. 


“small business bond’ has the meaning assigned by 
section 15.2; 


Pre-RSC History: “Small business bond” enacted by 1980-81-82- 


83, c. 140, subsec. 128(12), applicable after December 11, 1979: 


“small business corporation’, at any particular 
time, means, subject to subsection 110.6(15), a par- 
ticular corporation that is a Canadian-controlled pri- 
vate corporation all or substantially all of the fair 
market value of the assets of which at that time is 
attributable to assets that are 


(a) used principally in an active business carried 
on primarily in Canada by the particular corpora- 
tion or by a corporation related to it, 


(b) shares of the capital stock or indebtedness of 
one or more small business corporations that are 
at that time connected with the particular corpo- 
ration (within the meaning of subsection 186(4) 
on the assumption that the small business corpo- 
ration is at that time a “payer corporation” within 
the meaning of that subsection), or a! 


(c) assets described in paragraphs (a) and (b), | 


including, for the purpose of paragraph 39(1)(c), a 
corporation that was at any time in the 12 months 
preceding that time a small business corporation, 
and, for the purpose of this definition, the fair market 
value of a net income stabilization account shall be 
deemed to be nil; 


Related Provisions: 110.6(2.1)— Capital gains deduction — 


— qualified small business corporation shares; 110.6(14)(b) — Inter- 


pretation rule for capital gains exemption purposes; 110.6(15) — 
Value of assets of corporation; 136(1) — Whether cooperative cor- 
poration can be a small business corporation; 137(7) — Whether 
credit union can be a small business corporation. 


History: That portion of “small business corporation” following 
para: (c) amended by 1994, c. 7, Sch. VIII (1993,,c. 24), subsec. 
139(5), applicable to 1991 et seg. That portion formerly read: 


and, for the purposes of paragraph 39(1)(c), includes a corpo- 
ration that was at any time in the 12 months preceding that 
time a small business corporation; 


All that portion of “small business corporation” preceding para. (c) 
substituted by 1994, c. 7, Sch. II (1991, c. 49), subsecs. 192(10), 
(11), paras. (a), (b) applicable to 1988 ef seq., and that portion pre- 
ceding para. (a) applicable after June 17, 1987, except before Sep- 
tember 14, 1988 it:shall be read as follows: 


“small business corporation” <at any particular time means, 
subject to subsection 110,6(15), a particular corporation that 
is a Canadian-controlled private corporation all or substan- 
tially all of the assets of which were at that time 


That portion of the definition formerly read: 
“small business corporation” at any particular time means a 
particular corporation that is a Canadian-controlled private 
corporation all or substantially all of the fair market value of 
the assets of which at that time was attributable to assets that 
were 


(a) used in an active business carried on primarily in Canada 
by the particular corporation or by a corporation related ‘to it, 
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(b) shares of the capital stock of one or more small business 
corporations that were at that time connected with the particu- 
lar corporation (within the meaning of subsection 186(4) on 
the assumption that the small business corporation was at that 
time a “payer corporation” within the meaning of that subsec- 
tion) or a bond, debenture, bill, note, mortgage or similar ob- 
~ ligation issued by such a connected corporation, or 
Pre-RSC History: That portion of “small business corporation” 
preceding para. (a) substituted by 1988, ¢: 55, subsec. 188(6). That 
portion formerly ‘read: 
“small business corporation” at any particular time means a 
particular corporation that isa Canadian-controlled private 
corporation all or substantially all of the assets of which were 
-at that time 
“Small business corporation” amended by 1986, c. 55; subsec. 
78(1), to substitute, in para. (a), “primarily in Canada” for “in-Can- 
ada” and “related to it” for “controlled by it’,.and to add all that 
portion following para. (c), applicable after 1985. 


“Small business corporation” enacted by 1986, c..6, subsec. 126(4), 
applicable to 1985 et seq. 


Interpretation Bulletins: IT-236R3: Reserves — disposition of 
capital property; IT-268R3: Inter vivos transfer of farm property to 
child; IT-484R2: Business investment losses. 


Advance Tax Ruling: ATR-53: Purification of a small business 
corporation; ATR-55: Amalgamation followed by sale of shares. 


“small business development bond” has the mean- 
ing assigned by section 15.1; . . 
Pre-RSC History: “Small business development bond” enacted by 


1980-81-82-83, c. 140, subsec. 128(12), applicable after December 
1d, 1979. 


“specified employee” of a person means an em- 
ployee of the person who is a specified shareholder 
of the person or who does not deal at arm’s length 
with the person; 

Related Provisions: 15(2.7) — Meaning of specified employee 


of a partnership for purpose of shareholder appropriations and 
loans. ; 


History: The definition “specified employee” added to subsec.. 


248(1) by 1994,.c. 8, s, 32, applicable to taxation years ending after 
December 2, 1992. 


“specified financial institution” means 
(a) a bank, 


(b) a corporation licensed or otherwise authorized 
under the laws of Canada or a province to carry 
on in Canada the business of offering to the pub- 
lic its services as trustee, 


(c) a credit union, 
(d) an insurance corporation, 


(e) a corporation whose principal business is the 
lending of money to persons with whom the:cor- 
poration is dealing at arm’s length or the purchas- 
ing of debt obligations issued by such persons or 
a combination thereof, 


(f) a corporation that is controlled by one or more 


corporations described in any of paragraphs (a) to 
(e) and for the purposes of this paragraph, one 
corporation is controlled by another corporation 
if more than 50% of its issued share capital (hav- 
ing full voting rights under all circumstances) be- 
longs to the other corporation, to persons, with 
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whom the: other corporation does not deal at 
arm’s length, or to the other corporation and per- 
sons with whom the: other corporation does not 
deal at arm’s length, or | 


(g) a corporation related to a corporation de- 
scribed in any of paragraphs (a) to (f); 


Related Provisions: 248(14) — Related corporations. 
Pre-RSC History: Para. (a) of “specified financial institution” 
substituted by 1992, c. 1, Sch. V, subsec. 21(3), applicable from 
February 28, 1992. That para. formerly read: 
(a) a bank to which the Bank Act or the Quebec Savings 
Banks Act applies, nee 
“Specified financial. institution” enacted by 1988, c. 55, subsec. ; 
188(14), applicable after June 18, 1987, except that in the applica- 
tion of the definition “specified financial institution” to paragraph 
112(2.2)(f) as it read on May 22, 1985, paragraph (e) of the defini- 
tion shall be read as follows: 


(€) a corporation whose principal business is. the lending of 
money or the purchasing of debt obligations or a combination 
thereof, 


“specified future tax consequence” for 4 taxation 
year means 


(a) the consequence of the deduction or exclusion 
of an amount referred to in paragraph. 161(7)(a), 
and 


(b) the consequence of a reduction under subsec- 
tion 66(12.73) of a particular amount purported to 
be renounced by a corporation after the beginning 
of the year to a person or partnership under sub- 
section 66(12.6) or (12.601) because of the appli- 
cation of subsection 66(12.66), determined as if 
the purported renunciation would, but for subsec- 
tion 66(12.73), have been. effective only. where 


(i) the purported renunciation occurréd in Jan- 
uary, February or March of a calendar year, 


(il) the effective date of the purported renunci- 

ation was the last day of the preceding calen- 
dar year, cae 

(iii) the corporation agreed in that preceding 

calendar year to issue a flow-though share to 

the person or partnership, 


(iv) the particular amount does not.exceed the 
amount, if any, by which the consideration for 
which the share is to be issued exceeds the to- 
tal of all other amounts purported by the cor- 
poration to have been renounced under sub- 
section 66(12.6) or (12.601) in respect of that 
consideration, i bl 
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(v) paragraphs 66(12.66)(c) and (d) are’ satis- 
fied with respect to the purported renuncia- 
tion, and 


(vi) the form prescribed for the purpose of 
subsection 66(12.7) in respect of the. pur- 
ported renunciation is filed with the Minister 
before May of the calendar year; 
Related Provisions: 127(10.2)A — Effect of specified future tax 
consequence (SFTC) on investment tax credits; 156.1(1.1), (1.2), 
157(2)(c), (d), 157(2.1)(a), 161(4)(a), 161(4.01)(a), 161(4.1)(a) — 
Effect of SFTC on instalment obligations and instalment interest, 
161(6.2) — Flow-through share renunciations and one-year look- 
back — effect of SFTC on interest; 162(11) —- Effect of SFTC on 
penalties. 


History: The definition “specified future tax consequence” added 
to subsec. 248(1) by 1997, c. 25, subsec. 71(3), applicable to 1996 
et seq.; and, for greater certainty, for taxation years that ended 
before 1996, there are deemed to be no specified future tax 
consequences. 


“specified investment business” has the meaning 
assigned by subsection 125(7); 


Pre-RSC History: “Specified investment business” enacted by 
1988, c. 55, subsec. 188(14), applicable to 1988 ef seq. 


“specified member’ of a partnership in a fiscal pe- 
riod or taxation year of the partnership, as the case 
may be, means 


(a) any member of the partnership who is a lim- 
ited partner (within the meaning assigned by sub- 
section 96(2.4)) of the partnership at any time in 
the period or year, and 


(b) any member of the partnership, other than a 
member who is 


- (i) actively engaged in those activities of the 
partnership business that are other than the fi- 
nancing of the partnership business, or 
(ii) carrying on a similar business as that car- 
ried on by the partnership in its taxation year, 
otherwise than as a member. of a partnership, 


on a regular, continuous and substantial basis 
throughout that part of the period or year during 
which the business of the partnership is ordinarily 
carried on and during which the member is a 
member of the partnership; 
Related Provisions: 40(3.131), 127.52(2.1) — Anti-avoidance. 
Pre-RSC History: “Specified member” enacted by 1988, c. 55, 
subsec. 188(14), applicable after December 15, 1987. 


Interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures. 


“specified shareholder’ of a corporation in a taxa- 
tion year means a taxpayer who owns, directly or in- 
directly, at any time in the year, not less than 10% of 
the issued shares of any class of the capital stock of 
the corporation or of any other corporation that is re- 
lated to. the corporation and, for the purposes of this 
definition, 
(a) a taxpayer shall be deemed to own each share 
of the capital stock of a corporation owned at that 
time by a person with whom the taxpayer does 
not deal at arm’s length, 


S. 248(1) sto 


(b) each beneficiary of a trust shall be deemed to 
own that proportion of all such shares owned by 
the trust at that time that the fair market value at 
that time of the beneficial interest of the benefici- 
ary in the trust is of the fair market value at that 
time of all beneficial interests in the trust, 


(c) each member of a partnership shall be deemed 
to own that proportion ofall the shares of any 
class of the capital stock of a corporation that are 
property ofthe partnership at that time that the 
fair market value at that time of the member’s in- 
terest in the partnership is of the fair market value 
at that time of the interests of all members in the 
partnership, 


(d) an individual who performs services on behalf 
of a corporation that would be carrying on a per- 
sonal services business if the individual or any 
person related to the individual were at that time 
a specified shareholder of the corporation shall be 
deemed to be a specified shareholder of the cor- 
poration at that time if the individual, or any per- 
son or partnership with whom the individual does 
not deal at arm’s length, is, or by virtue of any 
arrangement, may become, entitled, directly or 
indirectly, to not less than 10% of the assets or 
the shares of any class of the capital stock of the 
corporation or any corporation related thereto, 
and 


(e) notwithstanding paragraph (b), where a bene- 
ficiary’s share of the income or capital of the 
trust depends on the exercise by any person of, or 
the failure by any person to exercise, any discre- 
tionary power, the beneficiary shall be deemed to 
own each share of the capital stock of a corpora- 
tion owned at that time by the trust; 
Related Provisions: 18(5), (5.1) — Alternate definition for thin 
capitalization rules; 55(3.2)(a), 55(3.3) — Extended meanings for 
capital gains strip rules; 88(1)(c.2)(iii) — Restriction on definition 
for windups. 


History: Para. (e) added by 1994, c. 7, Sch. VIII (1993, c, 24), 
subsec. 139(6), applicable after 1991. 


Pre-RSC History: “Specified shareholder” enacted by 1984, c. 45, 
subsec. 92(4), applicable to 1985 et seq. 


Interpretation Bulletins: IT-73R5: The small business deduc- 
tion; IT-88R2: Stock dividends; IT-153R3: Land developers — sub- 
division and development costs and carrying charges on land; IT- 
421R2: Benefits to individuals, corporations and shareholders from 
loans or debt; IT-432R2: Benefits conferred on shareholders. 


Advance Tax Ruling: ATR-36: Estate freeze. 


“stock dividend” includes any dividend (determined 
without reference to the definition “dividend” in this 
subsection) paid by a corporation to the extent that it 
is paid by the issuance of shares of any class of the 
capital stock of the corporation; 

Related Provisions: 15(1.1) — Where stock dividend designed 
to confers benefit on shareholder; 52(3) — Cost of stock dividend; 
95(7) — Stock dividend received from foreign affiliate; 248(1) —' 
“Amount” (of stock dividend); 248(5)(b) — Stock dividend is 
deemed to be substituted property. 

History: “Stock dividend” amended by 1994, c. 7, Sch, II (1991, c. 
49), subsec. 192(1), to add the phrase in parentheses. 
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Pre-RSC History: “Stock dividend” enacted by 1986, c. 6; subsec. 
126(4), applicable with respect to dividends paid after May 23, 
1985, other than, dividends declared.on.or before that day. 


Interpretation Bulletins: IT-67R3: Taxable dividends from cor- 
porations resident in Canada; IT-88R2: Stock dividends. 


Information Circulars: 88-2 para. 26: General anti-avoidance 
rule — section 245 of the Income Tax Act. 


“subsidiary controlled corporation” means a cor- 
poration more than ’50% of the issued ‘share capital 
of which (having full voting tights under all circum- 
stances) belongs to the corporation to which it is 
subsidiary; se ES : 

Pre-RSC History: The definition “subsidiary controlled corpora- 
tion” was formerly included under the definition “subsidiary 
wholly-owned corporation”. 


“subsidiary wholly-owned corporation” means a 
corporation all the issued share capital of which (ex- 
cept directors’ qualifying shares) belongs to the cor- 
poration to which it is subsidiary; | 
Related Provisions: 87(1.4) — Definition of “subsidiary wholly- 
owned corporation”; 87(2.11) — Losses, etc., on amalgamation 
with subsidiary wholly-owned corporation. ~ 


Interpretation Bulletins: IT-98R2: Investment corporations. 


“superannuation or pension benefit” includes any 
amount received out of or under a superannuation or 
pension fund or plan and, without restricting the gen- 
erality of the foregoing, includes any payment made 
to.a beneficiary under the fund or plan or to.an em- 
ployer or former employer of the beneficiary there- 
under : 


(a) in accordance with the terms of the fund or 
plan, I 19 


(b) resulting from an amendment to or modifica- 


tion of the fund or plan, or 


(c) resulting from the termination of the. fund or 
plan; ; | 
Related Provisions: 6(1)(g) — Employee benefit plan benefits: 


56(1)(a)(i) — Superannuation or pension. benefit -included: in 
income. 


Interpretation Bulletins: IT-499R: Superannuation or pension 
benefits; IT-5O8R: Death benefits. 


“supplementary unemployment benefit plan” has 
the meaning assigned by subsection 145(1);... 


“tar sands” means bituminous sands or oil shales 


extracted, otherwise than by a well, from a mineral 
resource, but, for the purpose of applying sections 13 
and 20 and any regulations made for the purpose of 
paragraph 20(1)(a) in respect of property acquired 
after March 6, 1996, includes material. extracted by a 
well froma deposit of bituminous. sands or oil 
shales; 

History: The definition “tar sands” in subsec. 248(1) amended by 


1997, c, 25, subsec. 71(1), applicable after March 6, 1996. It for- 
merly read: 


“tar sands” means bituminous sands, oil sands or oil shales 
extracted, otherwise than by a well, from a mineral resource; 


Pre-RSC History: “Tar sands” enacted by’ 1985, c. 45, subsec. 
122(2), applicable to 1983 et seq. 
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“tax shelter” has the meaning assigned by subsec- 
tion 237.1(1); . 


Pre-RSC History: “Tax shelter” enacted by 1988, c. 55, subsec. 
188(14). 


“taxable Canadian corporation” has the meaning 
assigned by subsection 89(1); 


“taxable Canadian property” has the meaning’ as- 


signed by subsection 115(1) except that, for the pur- 


poses only of sections 2 and 128.1, the expression 
“taxable Canadian property” includes 


(a) a Canadian resource property, 
(b) a timber resource property, 


(c) an income interest in a trust resident in 
Canada, 


(d) a right to a share of the income or loss under 
an agreement referred to in paragraph 96(1.1)(a), 
and 


(e) a life insurance policy in Canada; 
Related Provisions: See Related provisions annotation to 115(1), 
History: The opening words of the definition “taxable Canadian 
property” substituted by 1994, c. 21, subsec. 109(4), applicable after 
1992 except that, where a corporation has elected in accordance 
with paragraph 111(4)(a) of 1994, c. 21 (see subsec: 250(5.1)); the 
amended definition applies to the corporation from the time at 
which the corporation was first granted articles of continuation (or 
similar constitutional documents) in any jurisdiction. The opening 
words of that definition formerly read: 

“taxable Canadian property” has’ the meaning assigned’ by 

subsection: 115(1) except; that, for the purposes, only. of ‘sec- 

tion 2, the expression “taxable Canadian property.” includes 
Para. (e) added to “taxable Canadian property” by 1994, c. 7, Sch. II 
(1991, c. 49), subsec. 192(12), applicable to dispositions occurring 
after July 13, 1990. 
Pre-RSC History: Para. (a) of “taxable Canadian property” substi- 
tuted by 1985, c.-45, subsec! 122(3), applicable to taxation years 
commencing after 1984. Para. (a) formerly read: 


(a) a Canadian resource property ‘or any property that would 
have ‘been. a» Canadian. resource property if it had. been.ac- 
quired after 1971, 


Para. (a) substituted- by 1980-81-82-83, c. 48, subsec. 108(10). 


“Taxable Canadian property” substituted by 1974-75-76, 'c. 26, sub- 
sec. 125(9), applicable to 1972 et Seq. 


Interpretation Bulletins: iT-420R3: Non-residents — income 
earned in. Canada. 


“taxable capital gain” has the meaning assigned by 
section 38; © 


“taxable dividend’ has the meaning assigned by 
subsection 89(1); 


“taxable income” has the meaning assigned by sub- 
section 2(2), except that in no case may a taxpayer’s 
taxable income be less than nil; 

Pre-RSC History: “Taxable income” substituted by 1987, c. 46, 


subsec. 69(1), to add “except that in no case may a taxpayer’s taxa- 
ble income be less than nil”, applicable to 1985 et Seq. 


“taxable income earned in Canada” tneans a tax- 
payer’s taxable income earned in Canada determined 
in accordance with Division D of Part I, except that 
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in no case may a taxpayer’s' taxable income earned 
in Canada be less than nil; 


Related Provisions: 2(3) — Tax on taxable income earned in 
Canada; 115(1) — Non-resident’s taxable income earned in‘Canada. 


Pre-RSC History: “Taxable income earned in Canada” ‘substituted 
by 1987, c. 46, subsec. 69(1), to add “except that in no case.may a 
taxpayer’s, taxable income earned in Canada. be less than nil”, appli- 
cable to 1985 ef seq. : 


“taxable net gain” from dispositions of listed’ per- 
sonal property has the meaning assigned by section 
41; iby GRE | OGto™ 


“taxable. preferred share” at. any paruiguies time 
means, 


o(a)a share issited after December 15, 1987 that i is 
a short-term: preferred share at that Soviet 
time, or 


(b) a share (other than a aeawaiayiehed dies of 
the capital stock of a corporation issued after 8:00 
p.m. Eastern Daylight’ Saving Time, June 18, 
1987 where; at that particular time by reason of 
the terms or conditions of the share or any agree- 
ment in respect of the share or its-issue to which 
.the corporation, or a specified person in relation 
to the corporation, is a party, 


(i) it may reasonably be considered, having re- 
gard to all. the circumstances, that the amount 
. of the dividends that may be declared or paid 
on the share (in this definition referred to as 
the “dividend entitlement’) is, by way of a 
formula or otherwise 


(A) fixed, 
(B) limited ‘to a maximum, or 


(C) established to be not less than a mini- 
’- mum (including any amount determined 
on a cumulative basis) and with respect to 
the dividend that may be declared or paid 
on the share there is a preference over any 
other dividend‘ that may be declared or 
paid on any other share of the sae stock 
of the corporation, 


(ii) it may reasonably be considered, having 
regard to all the circumstances, that the 
amount that the shareholder is entitled to re- 
ceive in respect of the:'share on the dissolu- 
tion, liquidation or winding-up of the corpora- 
tion or on the redemption, acquisition or 
cancellation of the share (unless the require- 
ment to redeem, acquire or cancel the share 
arises only in the event of the death of the 
shareholder or by reason only of a right to 
‘convert or exchange the share) or on a reduc- — 
tion of the paid-up capital of the share by the 
corporation or by a specified person in rela- 
tion to the corporation (in this definition re- 
ferred to as the “liquidation entitlement’) is, 
by way of a formula or otherwise 


(A) fixed, 
(B) limited to a maximum, or 
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(C) ‘established to’ be not less than a 
minimum, 
and, for the purposes of ‘this subparagraph, 


“shareholder” includes a: pictirsuenes of a 
shareholder, 


(iii) the share is convertible or exchangeable 


at any time, unless 


(A) it is convertible into or exchangeable 
_ for 


(1) another shitre of the corporation or a 
corporation related to the corporation 
that, if issued, would not be a taxable 
preferred share, 


(II) a right or warrant that, if exercised, 
would allow the person exercising it to 
~ acquire only a share of the corporation 
or a corporation related to the corpora- 
tion that, if issued, would not be ¢ a taxa- 
ble preferred share, or 


(IID) both a share described in subclause 
(I) and a right or warrant described in 
subclause (II), and 


-(B) all the consideration receivable for the 
share on the conversion or exchange is the 
share described in subclause (A)(I) or the 
right or warrant described in subclause 
(A)(I1) or both, as the case may be, and, 
for the purposes of this clause, where a 
taxpayer may become entitled on the con- 
version or exchange of a share to receive 
any particular consideration (other than 
consideration described in any of sub- 
clauses (A)(I) to (IID) in lieu of a fraction 
of a share, the particular consideration 
“shall be deemed not to be consideration 
unless it may reasonably be considered 
that the particular consideration was re- 
ceivable as part of a series of transactions 
or events one of the main purposes of 
which was to avoid or limit the application 
of Part [V.1 or VI.1, or 


(iv), any person (other than the corporation) 
was, at or immediately before. that. particular 
time, obligated, either absolutely or contin- 
gently, and either immediately or in the fu- 
ture, to effect any undertaking (in this subpar- 
agraph referred to as a “guarantee 
agreement”), including any guarantee, cove- 
nant or agreement to purchase or repurchase 
the share, and including the lending of funds 
to or the placing of amounts on deposit with, 
or on behalf of, the shareholder or any speci- 
fied person in relation to the shareholder 
given 


(A) to ensure that any loss that the share- 
holder or a specified person in relation to 
the shareholder may sustain by reason of 
the ownership, holding or disposition of 
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the share or any other property is limited in 
any respect, or 


(B) to ensure that the shareholder or a 
specified person in relation to the share- 
holder will derive earnings by reason of 
the ownership, holding or disposition of 
the share or any other property, 


and the guarantee agreement was given as part 
of a transaction or event or a series of transac- 
tions or events that included the issuance of 
the share and, for the purposes of this para- 
graph, where a guarantee agreement in respect 
of a share is given at any particular time after 
8:00 p.m. Eastern Daylight Saving Time, June 
18, 1987, otherwise than pursuant to a written 
arrangement to do so entered into before 8:00 
p.m. Eastern Daylight Saving Time, June 18, 

_.1987, the share shall be deemed to have been 
issued at the particular time and the guarantee 
agreement shall be deemed to have been given 
as part of a series of transactions that included 
the issuance of the share, 


but does not include a share that is at the particular 
time a prescribed share or a share described in para- 
graph (e) of the definition “term preferred share” in 
this subsection during the applicable time period re- 
ferred to in that paragraph and, for the purposes of 
this definition, 


(c) the dividend entitlement of a share of the cap- 
ital stock of a corporation shall be deemed not to 
be fixed, limited to a maximum or established to 
be not less than a minimum where all dividends 
on the share are determined solely by reference to 
the dividend entitlement of another share of the 
capital stock of the corporation or of another cor- 
poration that controls the corporation that would 
not be a taxable preferred share if 


(i) this definition were read without reference 
to paragraph (f), 

(11) the other share were issued after June 18, 
1987, and 


(iii) the other share were not a grandfathered 
share, a prescribed share or a share described 
in paragraph (e) of the definition: “term pre- 
ferred share” in this subsection, 


(d) the liquidation entitlement of a share of the 
capital stock of a corporation shall be deemed not 
to be fixed, limited to a maximum or established 
to be not less than a minimum where all the liqui- 
dation entitlement is determinable solely by refer- 
ence to the liquidation entitlement of another 
Share of the capital stock of the corporation or of 
another corporation that controls the corporation 
that would not be a taxable preferred share if 


(1) this definition were read without reference 
to paragraph (f), 


(ii) the other share were issued ‘after June 18, 
1987, and 
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(ili) the other share were not a grandfathered 
share, a prescribed share or a share described 
in paragraph (e) of the definition “term pre- 
ferred share” in this subsection, 


(e) where at any particular time’ after 8:00 p.m: 
Eastern Daylight Saving Time, June 18, 1987, 
otherwise than pursuant to a written arrangement 
to do so entered into before 8:00 p.m. Eastern 
Daylight Saving Time, June 18, 1987, the terms 
or conditions of a share of the capital. stock ofa 
corporation that are relevant to any matter re- 
ferred to in any of subparagraphs (b)(i) to (iv) are 
established or modified or any agreement in re- 
spect of any such matter, to which the corpora- 
tion or a specified person in relation to the corpo- 
ration is a party, is changed or entered into, the 
share shall, for the purpose of determining after 
the particular time whether it is a taxable pre- 
ferred share, be deemed to have been issued. at 


_that particular time, unless 


(i) the share is a share described in paragraph 
(b) of the definition “grandfathered share” in 
this subsection, and 


(ii) the particular time is before December 16, 
1987 and before the time at which the share is 
first issued, 


(f) an agreement in respect of a share of the Capi- 
tal stock of a corporation shall be read without 
reference to that part of the agreement under 
which a person agrees to acquire the share for an 
amount 


(1) in the case of a share the agreement in re- 
spect of which provides that the share is to be 
acquired within. 60. days after the day on 
which the agreement was entered into. that 
does not exceed the greater of the fair market 
value of the share at the time the agreement 
was entered into, determined without refer- 
ence to the agreement, and the fair market 
value of the share at the time of the acquisi- 
tion, determined without reference to the 
agreement, or 


(ii) that does not exceed the fair market value 
of the share at the time of the acquisition, de- 
termined. without reference to the agreement, 
or for an amount determined by reference to 
the assets or earnings of the corporation where 
that determination may reasonably be consid- 
ered to be used to determine an amount that 
does not exceed. the fair market value of the 
share at the time of the acquisition, deter- 
mined without reference to the agreement, 


(g) where 


(i) it may reasonably be considered that the 
dividends that may be declared or paid to a 
shareholder at any time on a share (other than 
a prescribed share or a share described in par- 
agraph (e) of the definition “term preferred 
share” in this subsection during the applicable 
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time period referred to in that paragraph) of 
the capital stock of a corporation issued after 
December 15, 1987 or acquired after June 15, 
1988 are derived primarily from dividends re- 
ceived on taxable preferred shares of the capi- 
tal stock of another corporation, and 


(ii) it may reasonably be considered that the 
~ share was issued or acquired as part of a trans- 
action or event or series of transactions or 
‘events one of the main purposes of which was 
to avoid or limit the application of Part IV.1 
or VL.1, 7 


the share shall’ be deemed at that time to be a tax- 
able preferred share, and 


(h) “specified person”, in relation to any particu- 
lar person, means another person with whom the 
particular person does not deal at arm’s length or 
any partnership or trust of which the particular 
person or the other person is a member or benefi- 
ciary, respectively; 
Related Provisions:: 87(4.2) — Amalgamation; 
“Grandfathered: share”; 248(10)— Series of 
248(13) —Interest in trust or partnerships, 
Pre-RSC History: “Taxable preferred share” enacted by 1988, c. 
55, subsec. 188(14), applicable with respect to shares issued after 8 


p-m.-EDST, June 18, 1987 and. shares deemed by the Act (as 
amended) to have been issued after that date. 


Regulations: 6201(7), (8) (prescribed shares). 


1.7: Technical News: No. 7: (taxable preferred shares — stock 
dividend in lieu of cash dividend). 


248(1) — 
transactions; 


Advance Tax Ruling: ATR-46: Financial difficulty. 


“taxable RFI share” at any particular time means a 
share of the capital stock of a corporation issued 
before 8:00 p.m. Eastern Daylight Saving Time, June 
18, 1987 or a grandfathered share of the capital stock 
of.a corporation, where at the particular time under 
the terms or conditions of the share or any agreement 
in respect of the share, 


(a) it may: reasonably be considered, having re- 
gard to all the circumstances, that the amount of 
the dividends that may be declared or paid on the 
share (in this definition referred to as the “divi- 
dend entitlement”) is, by way of a formula or oth- 
erwise 


(1) fixed, 
(ii) limited to a maximum, or 


(iii) established to be not less than a mini- 
mum, or 


(b) it may reasonably be considered, having re- 
gard to all the circumstances, that the amount that 

_ the shareholder is entitled to receive in respect of 
the share on the dissolution, liquidation or wind- 
ing-up of the corporation (in this definition re- 
ferred to as the “liquidation entitlement”) is, by 
way of formula or otherwise 


(i) fixed, 
(ii) limited to a maximum, ‘or 
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(iii) established to be not less ‘than a 
minimum, 

but does not include a share that is at the particular 
time a prescribed share, a term preferred share, a 
share described in paragraph (e) of the definition 
“term preferred share” in this subsection during the 
applicable time period referred to in that paragraph 
or a taxable preferred share and, for the purposes of 
this definition, 


(c) the dividend entitlement of a share of the cap- 
ital stock of a corporation shall be deemed not to 
be fixed, limited to a maximum or established to 
be not less than a minimum where all dividends 
on the share are determined solely by reference to 
the dividend entitlement of another share of the 
capital stock of the corporation or of another cor- 
poration that controls the corporation that would 
not be a taxable preferred share if 


(i) the definition “taxable preferred share’ in 
this subsection were read without reference to 
paragraph (f) of that definition, 


(ii) the other share were issued after June 18, 
1987, and 


(iii) the other share were not a grandfathered 
share, a prescribed share or a share described 
in paragraph (e) of the definition “term pre- 
ferred share” in this subsection, 


(d) the liquidation entitlement of a share of the 
capital stock of a corporation shall be deemed not 
to be fixed, limited to a maximum or established 
to be not less than a minimum where all the liqui- 
dation entitlement is determinable solely by refer- 
ence to the liquidation entitlement of another 
share of the capital stock of the corporation or of 
another corporation that controls the corporation 
that would not be a taxable preferred share if 


(i) the definition “taxable preferred share” in 
this subsection were read without reference to 
paragraph (f) of that definition, 


(ii) the other share. were issued after June 18, 
1987, and 


(iii) the other share were not a grandfathered 
share, a prescribed share or a share described 
in paragraph (e) of the definition “term pre- 
ferred share” in this subsection, and 


(e) where 


(i) it may reasonably be considered that the 
dividends that may be declared or paid to a 
shareholder at any time on a share (other than 
a prescribed share or a share described in par- 
agraph (e) of the definition “term preferred 
share” in this subsection during the applicable 
time period referred to in that paragraph) of 
the capital stock of a corporation issued after 
December 15, 1987 or acquired after June 15, 
1988 are derived primarily from dividends re- 
ceived on taxable RFI shares of the capital 
stock of another corporation, and 
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(ii) it may reasonably be considered that the 
share was issued or acquired as part of a trans- 
action or event or series of transactions or 
events one of the main purposes of which was 
to avoid or limit the application of Part IV.1, 


the share shall be deemed at that time to be a tax- 
able RFI share; 
Related Provisions: 87(4.2) — Amalgamation; 187.3(1) — Tax 


on dividends on taxable RFI share: 248(10) — Series of 
transactions. 


Pre-RSC History: “Taxable. RFI share” added by 1988, c. 55, 
subsec. 188(14), applicable after June 18, 1987. 


Regulations: 6201(4), (5.1), (9)-(11) (prescribed shares). 
Advance Tax Ruling: ATR-46: Financial difficulty. 


“tax-paid undistributed surplus on hand” — [Re- 
pealed under former Act] 
Pre-RSC History: “Tax-paid undistributed surplus on hand” re- 


pealed by 1977-78, c. 1, subsec. 98(6), applicable after December 
31, 1978. “Tax-paid undistributed surplus on hand” formerly read: 


“tax-paid undistributed surplus on hand” has the meaning as- 
signed by subsection 89(1); 


“taxpayer” includes any person whether or not lia- 
ble to pay tax; 


Related Provisions: 143.2(1) — “Taxpayer” includes partnership 
for tax shelter investment cost rules. 


“term preferred share” of a corporation (in this 
definition referred to as the “issuing corporation”) 
means a share of a class of the capital stock of the 
issuing corporation if the share was issued or ac- 
quired after June 28, 1982 and, at the time the share 
was issued or acquired, the existence of the issuing 
corporation was, or there was an arrangement under 
which it could be, limited or, in the case of a share 
issued after November 16, 1978 if 


(a) under the terms or conditions of the share, any 
agreement relating to the share or any modifica- 
tion of those terms or conditions or that 
agreement, 


(i) the owner thereof may cause the share to 
be redeemed, acquired or cancelled (unless 
the owner of the share may cause the share to 
be redeemed, acquired or cancelled by reason 
only of a right to convert or exchange the 
share) or cause its paid-up capital to be 
reduced, ; 


(ii) the issuing corporation or any other person 
or partnership is or may be required to re- 
deem, acquire or cancel, in whole or in part, 
the share (unless the requirement to redeem, 
acquire or cancel the share arises by reason 
only of a right to convert or exchange the 
share) or to reduce its paid-up capital, 


(ii) the issuing corporation or any other per- 
son or partnership provides or may be re- 
quired to provide any form of guarantee, se- 
curity or similar indemnity or covenant 
(including the lending of funds to or the plac- 
ing of amounts on deposit with, or on behalf 
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of, the holder thereof or any person related 
thereto) with respect to the share, or 


(iv) the share is convertible or exchangeable 
unless | 


(A) it is convertible into or exchangeable 
for 


(1) another share of the issuing corpora- 
tion or a corporation related to the issu- 
ing corporation that, if issued, would 
not be a term preferred share, 


(ID) a right or warrant that, if exercised, 
would allow the person exercising it to 
acquire only a share of the issuing cor- 
poration or a corporation related to the 
issuing corporation that, if _ issued, 
would not be a term preferred share, or 


(IIL) both a share described in subclause 
(I) and a right or warrant described in 
subclause (II), and 


(B) all the consideration receivable for the 
Share on the conversion or exchange is the 
share described in subclause (A)(I) or the 
right or warrant described in subclause - 
(A)CD or both, as the case may be, and, 

for the purposes of this clause, where a 
taxpayer may become entitled on the con- 
version or exchange of a share to receive 
any particular consideration (other than 
consideration described: in any of sub- 
clauses (A)(I) to (ILD) in lieu of a fraction 
of a share, the particular consideration 
shall be deemed not to be consideration 
unless it may reasonably be considered 
that the particular consideration was  re- 
ceivable as part of a series of transactions 
or events one of the main purposes of 
which was to avoid or limit the application 
of subsection 112(2.1) or 258(3), or : 


(b) the owner thereof acquired the share after Oc- 
tober 23, 1979 and is 


(i) a corporation. described in any. of 
paragraphs (a) to (e) of the definition “speci- 
fied financial institution” in this subsection, 


(ii) a corporation that is controlled by one or 
more corporations described in subparagraph 
(1), 

(ili) a corporation that acquired the share after 
December 11, 1979 and is related to a corpo- 
ration referred to in subparagraph (i) or (ii), or 


(iv) a partnership or trust of which a corpora- 
tion referred to in subparagraph (i) or (ii) or a 
person related thereto is a member or a 
beneficiary, 


that (either alone or together with any of such 
corporations, partnerships or trusts) controls or 
has an absolute or contingent right to control or 
to acquire control of the issuing corporation, 


Part X VIL — Interpretation S. 248(1) ter 


but does not include a share of the capital stock of a (f) that is a prescribed share, or 


(c) that was issued after November 16, 1978 and 
before 1980 pursuant to an agreement in writing 
to do so made before November 17, 1978 (in this 
definition referred to as an “established 
agreement’), 


(d) that was issued as_a stock dividend. 


(1) before April 22, 1980 on a share of the 
capital stock of a public corporation that was 
not a term preferred share, or 


(ii) after April 21, 1980 on a share that was, at 
the time the stock dividend was paid, a share 
prescribed for the. purposes of paragraph (f), 


(d.1) that is listed on a prescribed stock exchange 
in Canada and was issued before April 22, 1980 
by”. 
(i) a corporation referred to in any of 
paragraphs (a) to (d) of the definition “speci- 
fied financial institution” in this subsection, 
(ii) a corporation whose principal business is 
the lending of money or the purchasing of 
debt obligations or a combination thereof, or 
(iii) an issuing corporation associated with a 
corporation described in subparagraph (i) or 
(ii), | 
(e) for a period not exceeding ten years and, in 
the case of a share issued after November 12, 
1981, for a period not exceeding five years, from 
the date of its issuance, which share was issued 
by a corporation resident in Canada, 


(i) as part of a proposal to, or an arrangement 
with, its creditors that had been approved by a 
court under the Bankruptcy and Insolvency 
Act; *- 


(ii) at a time when all or substantially all of its 
assets were under the control of a receiver, re- 
ceiver-manager, sequestrator or trustee in 
bankruptcy, or 


(iii) at a time when, by reason of financial dif- 
ficulty, the issuing corporation or another cor- 
poration resident in Canada with which it does 
not deal at arm’s length was in default, or 
could reasonably be expected to default, on a 
debt obligation held by a person with whom 
the issuing corporation or the other corpora- 
tion was dealing at arm’s length and the share 
was issued either wholly or in substantial part 
and either directly or indirectly in exchange or 
substitution for that obligation or a part 
thereof, 


and, in the case of a share issued after November 
12, 1981, the proceeds from the issue may rea- 
sonably be regarded as having been used by the 
issuing corporation or a corporation with which it 
was not dealing at arm’s length in the financing 
of its business carried on in Canada immediately 
before the share was issued, 


corporation (f.1) that is a taxable preferred share held by a 


specified financial institution that acquired the 
share 


(i) before December 16, 1987, or 


(ii) before 1989 pursuant to an agreement in 
writing entered into before December 16, 
1987, 


other than a share deemed by paragraph (c) of the 
definition “short-term preferred share” in this 
subsection or by paragraph (i.2) to have been is- 
sued after December 15, 1987 or a share that 
would be deemed by paragraph (e) of the defini- 
tion “taxable preferred share” in this subsection 
to have been issued after December 15, 1987 if 
the references therein to “8:00 p.m. Eastern 
Daylight Saving Time, June 18, 1987” were read 
as references to “December 15, 1987”, 


and, for the purposes of this definition, 


(g) where the terms or conditions of an estab- 
lished agreement were amended after November 
16, 1978, the agreement shall be deemed to have 
been made after that date, 


(h) where 


(i) at any particular time the terms or condi- 
tions of a share issued pursuant to an estab- 
lished agreement or of any agreement relating 
to such a share have been changed, 


(ii) under the terms or conditions of 


(A) a share of a class of the capital stock of 
the issuing corporation issued before No- 
vember 17, 1978 (other than a share that 
was listed on November 16, 1978 on a pre- 
scribed stock exchange in Canada), 


(B) a share issued pursuant to an estab- 
lished agreement, 


(C) any agreement between the issuing 
corporation and the owner of a share de- 
scribed in clause (A) or (B), or 

(D) any agreement relating to a share de- 
scribed in clause (A) or (B) made after Oc- 
tober, 2351979: 


the owner thereof could at any particular time 
after November 16, 1978 require, either alone 
or together with one or more taxpayers, the re- 
demption, acquisition, cancellation, conver- 
sion or reduction of the paid-up capital of the 
share otherwise than by reason of a failure or 
default under the terms or conditions of the 
share or any agreement that related to, and 
was entered into at the time of, the issuance of 
the share, 


(iii) in respect of a share issued before No- 
vember 17, 1978, at any particular time after 
November 16, 1978 the redemption date was 
extended or the terms or conditions relating to 
its redemption, acquisition, cancellation, con- 
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version or reduction of its paid-up capital 
were changed, 


(iv) a share issued before November 17, 1978 
or a share issued pursuant to an established 
agreement (other than a share issued to a cor- 
poration described in any of paragraphs (a) to 
(f) of the definition “specified financial insti- 
tution” in this subsection), is, at any particular 
time after October 23, 1979 and before No- 
vember 13, 1981] acquired (otherwise than 
pursuant to an agreement in writing made 
before October 24, 1979) from a person (other 
than a corporation described in any of 
paragraphs (a) to (f) of that definition) by a 
specified financial institution or by a partner- 
ship or trust of which a specified financial in- 
stitution or a person related thereto is a mem- 
ber or a beneficiary, 


(v) at any particular time after November 12; 
1981 


(A) in respect of 


(I) a share (other than a share referred 
to in paragraph (e) or a share listed on 
November 13, 1981 on a prescribed 
stock exchange in Canada) issued after 
November 16, 1978 and before Novem- 
ber 13, 1981, or 


(II) a share issued after November LZ, 
1981 and before 1983 pursuant to an 
agreement in writing to do so made 
before November 13, 1981 (in this defi- 
nition referred to as a “specified 
agreement’’) 


the owner thereof could require, either 
alone or together with one or more taxpay- 
ers, the redemption, acquisition, cancella- 
tion, conversion or reduction of the paid- 
up capital of the share otherwise than by 
reason of a failure or default under the 
terms or conditions of the share or any 
agreement that related to, and was entered 
into at the time of, the issuance of the 
share, or 


(B) the redemption date of 


(I) a share issued after November 16, 
1978 and before November 13, 1981 or 


(II) a share issued pursuant to a speci- 
fied agreement 


was extended or the terms or conditions re- 
lating to its redemption, acquisition, can- 
cellation, conversion or reduction of its 
paid-up capital were changed, or 


(vi) a share (other than a share referred to in 
paragraph (e)) issued before November 13, 
1981 or a share issued pursuant to a specified 
agreement is, at any particular time after No- 
vember 12, 1981, acquired (otherwise than 
pursuant to an agreement in writing made 
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before October 24, 1979 or otherwise than 
pursuant to a specified agreement) from a 
partnership or person (other than an acquisi- 
tion from a corporation described in any of 
paragraphs (a) to (f) of the definition “speci- 
fied financial institution” in this subsection 
where that acquisition is neither subject to nor 
conditional on a guarantee agreement, within 
the meaning assigned by subsection 112(2.2), 
entered into after November 12, 1981) by a 
specified financial institution or by a partner- 
ship or trust of which a specified financial in- 
stitution or a person related thereto is a mem- 
ber or a beneficiary, 


the share shall, for the purposes of determining at 
any time after the particular time whether it is a 
term preferred share, be deemed to have been is- 
sued at the particular time otherwise than pursu- 
ant to an established or specified agreement, 


(i) where the terms or conditions of a share of the 
capital stock of the issuing corporation are modi- 
fied or established after June 28, 1982 and as a 
consequence thereof the issuing corporation, any 
person related thereto or any partnership or trust 

of which the issuing corporation or a person re- — 
lated thereto is a member or a beneficiary may 
reasonably be expected at any time to redeem, ac- 
quire or cancel, in whole or in part, the share or 
to reduce its paid-up capital, the share shall be 
deemed as from the date of the modification or as 
from the date of the establishment, as the case 
may be, to be a share described in paragraph (a), 


(1.1) where 


(i) it may reasonably be considered that the 
dividends that may be declared or paid at any 
time on a share (other than a prescribed share 
or a share described in paragraph (e) during 
the applicable time period referred to in that 
paragraph) of the capital stock of a corpora- 
tion issued after December 15, 1987 or ac- 
quired after June 15, 1988 are derived prima- 
rily from dividends received on term preferred 
shares of the capital stock of another corpora- 
tion, and 


(ii) it may reasonably be considered that the 
share was issued or acquired as part of a trans- 
action or event or series of transactions or 
events one of the main purposes of which was 
to avoid or limit the application of subsection 
112(2.1) or 138(6), 


the share shall be deemed at that time to be a 
term preferred share acquired in the ordinary 
course of business, 


(i.2) where at any particular time after December 
15, 1987, otherwise than pursuant to a written ar- 
rangement to do so entered into before December 
16, 1987, the terms or conditions of a taxable pre- 
ferred share of the capital stock of a corporation 
relating to any matter referred to in subpara- 
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graphs (a)(i) to (iv) have been modified or estab- 
lished, or any agreement in respect of the share 
relating to any such matter has been changed or 
entered into by the corporation or a specified per- 
son (within the meaning assigned by paragraph 
(h) of the definition “taxable preferred share” in 
this subsection) in relation to the corporation, the 
share shall be deemed after that particular time to 
have been issued at that particular time, and, 


(j) where a particular share of the capital stock of 
a corporation has been issued or its terms and 
conditions have been modified and it may reason- 
-ably be considered, having regard to all circum- 
stances (including the rate of interest on any debt 
or the dividend provided on any term preferred 
share), that 


(i) but for the existence at any time of the debt 
or the term preferred share, the particular 
share would not have been issued or its terms 
or conditions modified, and 


(ii) one of the main purposes for the issue of 
the particular share or for the modification of 
its terms or conditions was to avoid a limita- 
tion provided by subsection 112(2.1) or 
138(6) in respect of a deduction, ' 


the particular share shall be deemed after Decem- 

ber 31, 1982 to be a term preferred share of the 

corporation; 
Related Provisions: 80(1) — Definition of “distress preferred 
share”; 87(4.1) — Amalgamations — exchanged shares; 
112(2.6)*exempt. share”(c) — Distress. preferred shares: excluded 
from restrictions on collateralized preferred shares; 248(13) — In- 
terests in trusts or partnerships; 256(1.6) — Fair market valuation; 
Canada-U.S. tax treaty, Art. XXIX A:5(c) — pisces of “debt sub- 
stitute share”. 


History: Para. (d.1) of the definition “term preferred share” in sub- 
sec. 248(1) amended by 1998, c. 19, subsec. 239(5), applicable after 
February 22, 1994. Para. (d.1) formerly read: 


(d.1) that was issued, before April 22, 1980 by a corporation 
described in. any of paragraphs 39(5)(b) to (f) or by an issuing 
corporation associated with any such corporation and is listed 
on a prescribed stock exchange in Canada, 


“Term preferred share” amended by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 192(13), to add the word “or” at the end of para. (a), appli- 
cable after June 18, 1987. 


Subpara. (e)(i) of “term preferred. share”. amended by 1994, c. 7, 
Sch. V (1992, c. 27), para. 90(1)(q), to substitute “Bankruptcy and 
Insolvency Act” for “Bankruptcy Act”, in force November 30, 1992. 


Pre-RSC History: Paras. (a), (b) and subpara. (e)(ili) of “term 
preferred share” substituted by 1988, c. 55, subsecs. 188(7), (8), (9), 
subpara. (e)(iii) applicable’ with respect to shares issued (or deemed 
by the Act, as amended, to have been issued) after 8 p.m. EDST; 
June 18, 1987; paras. (a), (b) applicable after June 18, 1987 except 
that (by 1991, c. 49, s. 246, deemed to have come into force Sep- 
tember 13, 1988): 


(a) in its application to shares issued after November 16, 1978 
and before October 24, 1979, subparagraphs (a)(i) to (iv) of the 
definition shall be read as follows: 


“(j) the owner thereof may, at any time within 10. years 
after the date of issue, cause the share to be redeemed, 
acquired or cancelled (unless the owner of the share may 
cause the share to be redeemed, acquired or cancelled by 


S. 248(1) ter 


reason only of a right to convert or exchange the share) 
or cause its paid-up capital to be reduced, 


-(ii) the issuing corporation or any other person with 
whom it doés not deal at arm’s length is or may be re- 
quired to redeem, acquire’ or cancel, in whole or in part, 
or to reduce’ its paid-up capital (otherwise than pursuant 
to a requirement of the corporation to redeem, acquire or 
cancel annually, not more than 5% of the. issued and fully 
paid shares of that class, or unless the owner may cause 
the share to be redeemed, acquired or cancelled by reason 
only of a right to convert or exchange the share), 


(iii) the issuing corporation or any other person is or may 
be required to provide any form of guarantee, security or 
similar covenant (including the lending of funds to or the 
placing of amounts on deposit with, or on behalf of, the 
owner thereof or any person related thereto) with respect 
to the share, or 


(iv) the share is convertible, directly or indirectly, into 
debt or into a share that would, if issued, be a term pre- 
ferred share”; and 


(b) in its application to shares issued after auiohe: 23, 1979 and 
before November 13, 1981, or to shares issued pursuant to a 
specified agreement, subparagraphs (a)(i) to (iv) of the defini- 
tion shall be read as follows: 


“() the owner thereof may, at any time within 10 years 
after the date of issue, cause the share to be redeemed, 
acquired or cancelled (unless the owner of the share may 

~ cause the share to be redeemed, acquired or cancelled by 
reason only of a right to convert or exchange the share) 
or cause its paid-up capital to be reduced, 


(ii) the issuing corporation or any other person is or may 
be required to redeem, acquire or cancel, in whole or in 
part, the share or to reduce its paid-up capital at any time 
within 10. years after its date of issue, 
(A) otherwise than pursuant to a requirement of the 
issuing corporation to redeem, acquire or cancel an- 
nually not’more than 5% of the issued and fully paid 
shares of that class and, where the requirement was 
-agreed to after April 21, 1980, it provides that such 
redemption, acquisition or cancellation of: the share 
be in proportion to the number of shares of the class 
or, where such shares are of a series of a class, of 
that series, registered in the name of each share- 
holder, or 


(B) unless the requirement to redeem, acquire or can- 
cel the share arises by reason only of a right to con- 
vert or exchange the share, 


(iii) the issuing corporation or any other person is or may 
be required to provide any form of guarantee, security or 
similar indemnity or covenant (including the lending of 
funds to or the placing of amounts on deposit with, or on 
behalf of, the holder thereof or any person related 

thereto) with respect to the share, or 


(iv) the share is convertible, directly or indirectly, into 
debt or into a share that would, if issued, be a term pre- 
ferred share, or” 
Paras. (a), (b) and subpara (e)(iii) formerly read: 

(a) under the terms or conditions of the share, any agreement 

relating to the share or any modification of such terms, condi- 

tions or agreement, 
(i) the owner thereof may cause the share to be redeemed, 
acquired or cancelled or cause its paid-up capital to be 
reduced, 
(ii) the issuing corporation or any other person or partner- 
ship is or may be required to. redeem, acquire or cancel, 
in whole. or. in part, the share or to reduce its paid-up 
capital, 
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(iii) the issuing corporation or any other person or part- 
nership provides or may be required to provide any form 
of guarantee, security or similar indemnity or covenant 
(including the lending of funds to or the placing of 
amounts on deposit with, or on behalf of, the holder 
thereof or any person related thereto) with respect to the 
share, or 


(iv) the share is convertible, directly or indirectly, into 
debt or into a share that, if issued, would be a term pre- 
ferred share, or 


(b) the owner thereof acquired the share after October 23, 
1979 and is 


(i):a corporation described in paragraph 112(2.1)(a), 


(ii) a corporation that is controlled directly or indirectly 
by one or more corporations described in paragraph 
112(2.1)(a), 


(ili) a corporation that acquired the share after December 
11, 1979 and is associated with a corporation referred to 
in subparagraph (i) or (ii), or 


(iv) a partnership or trust of which a corporation referred 
to in subparagraph (i) or (ii) or a person related thereto is 
a member or a beneficiary, 


that (either alone or together with any of such corporations, 
partnerships or trusts) controls directly or indirectly or has an 
absolute or contingent right to control directly or indirectly or 
to acquire direct or indirect control of the issuing corporation, 


(ili) at a time when, by reason of financial difficulty, the 
issuing corporation or another corporation resident in 
Canada with which it does not deal at arm’s length was in 
default, or could reasonably be expected to default, on a 
debt obligation held by a person with whom the issuing 
corporation or the other corporation was dealing at arm’s 
length and the share was issued, in whole or in part, di- 
rectly or indirectly in exchange or substitution for that 
obligation, 


Para. (f.1) of “term preferred share” added by 1988, c. 55, subsec. 
188(10), applicable after June 18, 1987. 


Subparas. (h)(iv), (vi) of “term preferred share” amended by 1988, 
c. 55, subsec. 188(11) to substitute in each “any of paragraphs (a) to 
(f) of the definition “specified financial institution” in this subsec- 
tion” for “paragraph 112(2.1)(a) or (b)”, and in subpara. (vi) to sub- 
stitute “neither subject to” for “not subject to”, applicable after June 
18, 1987. 


Paras. (i.1), (1.2) of “term preferred share” added by 1988, c. 55, 
subsec. 188(12), applicable with respect to shares issued, or deemed 
by para. (i.2) to have been issued, after December 15, 1987. 


All that portion of “term preferred share” following para. (j) re- 
pealed by 1988, c. 55, subsec. 188(13), applicable with respect to 
shares issued after 8 p.m. EDST, June 18, 1987 and shares deemed 
by the Act (as amended) to have been issued after that date. That 
portion formerly read: 


and where after November 12, 1981 a person has an interest 
in a trust, whether directly or indirectly through an interest in 
any other trust or in any other manner whatever, the person 
shall, for the purposes of this definition, the definition “in- 
come bond” or “income debenture” in this subsection, sub- 
section 112(2.2) and section 258, be deemed to be a benefici- 
ary of the trust; 


Subpara. (j)(ii) amended by 1985, c. 45, subsec. 122(4), to substi- 
tute “to avoid a limitation provided by subsection 112(2.1) or 
138(6) in respect of a deduction” for “to avoid or limit the applica- 
tion of subsection 112(2.1)”, applicable with respect to shares is- 
sued after May 9, 1985 and to shares the terms or conditions of 
which have been modified after that date. 
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“Term preferred share” substituted by 1980-81-82-83, c. 140, sub- 
sec. 128(14), applicable after November 16, 1978 except that 


(a) in its application to shares issued after November 16, 1978 
and before October 24, 1979, subparas. (a)(i), (ii) and (iii) of 
the definition shall be read as follows: 


“() the owner thereof may, at any time within 10 years of 
the date of issue, cause the share to be redeemed, ac- 
quired or cancelled or cause its paid-up capital to be 
reduced, 


(1i) the corporation or any other person with whom it 
does not deal at arm’s length is ot may be required to 
redeem, acquire or cancel, in whole or in part, the share 
or reduce its paid-up capital at any time within 10 years 
of the date of issue (other than pursuant to a requirement 
of the corporation to redeem,, acquire or cancel annually 
not more than 5% of the issued and fully paid shares of 
that class), 


(ili) the corporation or any other person is or may be re- 
quired to provide any form of guarantee, security or simi- 
lar covenant (including the lending of funds to or piacing 
of amounts on deposit with, or on behalf of, the owner 
thereof or any person related thereto) with respect to the 
share, or”; 


(b) in its application to shares issued after October 23, 1979 and 
before November 13, 1981, or to shares issued pursuant to a 
specified agreement, subparas. (a)(i), (11) and (iii) of the defini- 
tion shall be read as follows: 


“(i) the owner thereof may, at any time within 10 years of 
the date of issue, cause the share to be redeemed, ac- 
quired or cancelled or cause its paid-up capital to be 
reduced, 


(ii) the issuing corporation or any other person is or may 
be required to redeem, acquire or cancel, in whole or in 
part, the share or to reduce its paid-up ‘capital at any time 
within 10 years of the date of issue (otherwise than pur- 
suant to a requirement of the issuing corporation to re- 
deem, acquire or cancel annually not more than 5% of the 
issued and fully paid shares of that class and, where the 
requirement was agreed to after April 21, 1980, it pro- 
vides that such redemption, acquisition or cancellation of 
the shares be in proportion to the number of shares of the 
class or, where such shares are of a series of a class, of 
that series, registered in the name of each shareholder), 


(iii) the issuing corporation or any other person provides _ 
or may be required to provide any form of guarantee, se- 
curity or similar indemnity or covenant (including the 
lending of funds to or placing of amounts on deposit 
with, or on behalf of, the owner thereof or any person 
related thereto) with respect to the share, or”: and 


(c) in respect of shares issued after October 23, 1979 and before 
November 13, 1981 all that portion of para. (e) of the definition 
following subpara. (iii) shall be read as follows: 


“and, in the case of a share issued after October 13, 1979 
and before November 13, 1981, the proceeds from the is- 
sue may reasonably be regarded as having been used by 
the issuing corporation or a corporation with which it was 
not dealing at arm’s length in the financing of its busi- 
ness carried on immediately before the share was issued, 


tb) 


or”. 
“Term preferred share” formerly read: 


“term preferred share” of a corporation (in this definition re- 
ferred to as the “issuing corporation”) means a share of a 
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class of the capital stock of the issuing corporation issued af- 
ter November 16, 1978 if 


tion and is listed on a 1 lla A stock exchange in 
Canada, 


(a) under the terms or conditions of the share, any agree- 
ment relating to the share or any modification of such 
terms, conditions or agreement, 


(i) the owner thereof may, at any time within 10 
years of the date of issue, cause the share to be re- 
deemed, acquired or cancelled or cause its paid-up 
capital to be reduced, 


(ii) the issuing corporation or any other person is or 
may be required to redeem, acquire or cancel, in 
whole or in part, the share or to reduce its paid-up 
capital at any time within 10 years of the date of is- 
sue (otherwise than pursuant to a requirement of the 
issuing corporation to redeem, acquire or cancel an- 
nually not more than 5% of the issued and fully paid 
shares of that class and, where the requirement was 
agreed to after April 21, 1980, it provides that such 
redemption, acquisition or cancellation of the shares 
be in proportion to the number of shares of the class 
or, where such shares are of a series of a class, of 
that series, registered in the name of each 
shareholder), 


(iii) the issuing corporation. or any other person pro- 
vides or may be required to provide any form of 
guarantee, security or similar indemnity or covenant 


(including the lending of funds to or the placing of 


amounts on deposit with, or on behalf of, the holder 
thereof or any person related thereto) with respect to 
the share, or ; 


(iv) the share is convertible, directly or indirectly, 
into debt or into a share that, if issued, would be a 
term preferred share, or 


(b) the owner thereof acquired the share after October 23, 
1979 and is 


(i) a corporation described in paragraph 112(2.1)(a), 


(ii) a corporation that is controlled directly or indi- 
rectly by one or more corporations described in para- 
graph 112(2.1)(a), 


(iii) a corporation associated with a corporation re- 
ferred to in subparagraph (i) or (ii) that acquired the 
share after December 11, 1979, or 


(iv) a partnership or trust of which a corporation re- 
ferred to in subparagraph (i) or (ii) or a person re- 
lated thereto is a member or.a beneficiary, 


that (either alone or together with any of such corpora- 
tions, partnerships or trusts) controls directly or indirectly 
or has an absolute or contingent right to control directly 
or indirectly or to acquire direct or indirect control of the 
issuing corporation, 


but does not include a share of the capital stock of a 
corporation 


(c) that was issued after November 16, 1978 and before 
1980 pursuant to an agreement in writing to do so made 
before November 17, 1978 (in this definition referred to 
as an “established agreement”), 
(d) that was issued as a stock dividend 
(i) before April 22, 1980 ona share of the capital 
stock of a public corporation that was not a term pre- 
ferred share, or 
(ii) after April 21, 1980 on a share that was, at the 
time the stock dividend was paid, a share prescribed 
for the purposes of paragraph (f), 
(d.1) that was issued before April 22, 1980 by a corpora- 
tion described in any of paragraphs 39(5)(b) to (f) or by 
an issuing corporation associated with any such corpora- 
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(e) for a period not exceeding ten years from the date of 
its issuance and that was issued by a corporation resident 
in Canada, 


(i) as part of a proposal to, or an arrangement with its 
creditors that had been approved by a court under the 
Bankruptcy Act, 


(ii) at a time when all or substantially all of its assets 
were under the control of a receiver, receiver-man- 
ager, sequestrator or trustee in bankruptcy, or 


(iii) at a time when, by reason of financial difficulty, 
the issuing corporation or another corporation resi- 
dent in Canada with which it does not deal at arm’s 
length was in default, or could reasonably be ex- 
pected to default, on a debt obligation held by a per- 
son with whom the issuing corporation or the other 
corporation was dealing at arm’s length and the share 
was issued, in whole or in part, directly. or indirectly 
in exchange or substitution for that obligation, 


and, in the case of a share issued after October 23, 1979, 
the proceeds from the issue may reasonably be regarded 
as having been used by the issuing corporation or a cor- 
poration with which it was not dealing at arm’s length in 
the financing of its business. carried on immediately 
before the share was issued, or 


(f) that is a prescribed share, 


and for the purposes of this definition, 


(g) where the terms or conditions of an eeDlcher agree- 
ment were amended after November 16, 1978, the agree- 
ment shall be deemed to have been made after that date, 
and 


(h) where 


(i) at any particular time the terms or conditions of a 
share issued pursuant to an established agreement or 
of any agreement relating to such a share have been 
changed, 


(ii) under the terms or conditions of 


(A) a share of a class of the capital stock of the 
issuing corporation issued before November 17, 
1978 (other than a share that was listed on No- 
vember 16, 1978 on a prescribed stock exchange 
in Canada), 


(B) a share issued pursuant to an. established 
agreement, 


(C) any agreement between the issuing corpora- 
tion and the owner of a share described in clause 
(A) or (B), or 


(D) any agreement relating to a share described 
in clause (A) or (B) made after October 23, 
eal hep 


the owner thereof could at any particular time after 
November 16, 1978 require, either alone or together 
with one or more taxpayers, the redemption, acquisi- 
tion, cancellation, conversion or reduction of the 
paid-up capital of the share otherwise than by reason 
ofa failure or default under the terms or conditions 
of the share or any agreement that related to, and was 
entered into at the time of, the issuance of the share, 


(iii) in respect of a share issued béfore November 17, 
1978, at any particular time after November 16, 1978 
the redemption date was extended or the terms or 
conditions relating to its redemption, acquisition, 
cancellation, conversion or reduction of its paid-up 
capital were changed, or 
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(iv) a share issued before November 17, 1978 or a 
share issued pursuant to an established agreement 
(other than a share issued to a corporation described 
in paragraph 112(2.1)(a) or (b)) is, at any particular 
time after October 23, 1979, acquired (otherwise 
than pursuant to an agreement in writing made 
before October 24, 1979) from a person (other than a 
corporation described in paragraph 112(2.1)(a) or 
(b)) by a specified financial institution or by a part- 
nership or trust of which a specified financial institu- 
tion or a person related thereto is a member or a 


beneficiary, 


the share shall, for the purposes of determining at any 
time after the particular time whether it is a term pre- 
ferred share, be deemed to have been issued at the partic- 
ular time otherwise than pursuant to an established 


agreement; 


“Term preferred share” substituted by 1980-8 1-82-83, c. 48, subsec. 
108(11), applicable after November 16, 1978 except that in its ap- 
plication to shares issued before October 24, 1979 subparagraphs 


(a)(ii) and (iii) of the definition shall be read as follows: 


(ii) the corporation or any other person with whom it does not 
deal at arm’s length is or may be required to redeem, acquire 
or cancel, in whole or in part, the share or reduce its paid-up 
capital at any time within 10 years of the date of issue (other 
than pursuant to a requirement of the corporation to redeem, 
acquire or cancel annually not more than 5% of the issued 


and fully paid shares of that class), 


(iii) the corporation or any other person is or may be required 
to provide any form of guarantee, security or similar covenant 
(including the lending of funds to or placing of amounts on 
deposit with, or on behalf of, the owner thereof or any person 


related thereto) with respect to the share, or 


“Term preferred share” formerly read: 


“Term preferred share” of a corporation means a share of a 
class of the capital stock of the corporation issued after No- 


vember 16, 1978 if 


(a) under the terms of issue thereof, any agreement relat- 
ing to the share or any modification to such terms or to 


any such agreement, 


(i) the owner thereof may, at any time within 10 
years of the date of issue, cause the share to be re- 
deemed, acquired or cancelled or its paid-up capital 


to be reduced, 


(i) the corporation or any other person is or may be 
required to redeem, acquire or cancel, in whole or in 
part, the share or reduce its paid-up capital at any 
time within 10 years of the date of issue (other than 
pursuant to a requirement of the corporation to re- 
deem, acquire or cancel annually not more than 5% 
of the issued and fully paid shares of that class), 


(ili) the corporation or any other person provides or 
may be required to provide any form of guarantee, 
security (including the lending of funds to or the 
placing of amounts on deposit with, or on behalf of, 
the holder thereof or any person related thereto) or 
covenant providing protection with respect to the 


share, or 


(iv) the share is convertible, directly or indirectly, 
into debt or into a share that, if issued, would be a 


term preferred share, or 


(b) the owner thereof is a corporation described in any of 
paragraphs 39(5)(b) to (f) or an insurance corporation, a 
corporation that is controlled directly or indirectly by one 
or more corporations described in those paragraphs or a 
partnership or trust, that (either alone or together with 
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tion 


and 


one or more such corporations or a partnership or trust) 
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controls or has an absolute or contingent right to acquire 
control of the corporation, 


but does not include a share of the capital stock of a corpora- 


that 


(c) was issued after November 16, 1978 and before 1980 
pursuant to an agreement in writing to do so made before 
November 17, 1978 (in this definition referred to as an 
“established agreement’), 


(d) was issued as a stock dividend in respect of a share of 
the capital stock of a public corporation that was not a 
term preferred share, 


(€) was issued, in the case of a corporation resident in 
Canada, for a term that may not, in any circumstances, 
exceed ten years, 


(i) as part of a proposal to or an arrangement with its 
creditors that had been approved by a court under the 
Bankruptcy Act, 


(1i) while all or substantially all of its assets were 
under the control of a receiver, receiver-manager, se- 
questrator or trustee in bankruptcy, or 


(ii) while, by reason of financial difficulty, it or a 
corporation resident in Canada with which it does 
not deal at arm’s length was in default, or could rea- 
sonably be expected to default, on a debt obligation 
held by a person with whom the corporation was 
dealing at arm’s length and the share was issued, in 
whole or in part, directly or indirectly in exchange or 
substitution for that obligation 


and the proceeds from the issue may reasonably be re- 
garded as having been used by the corporation or a cor- 
poration with which it was not dealing at arm’s length in 
the financing of its business carried on immediately 
before the share was issued, or 


(f) was at that time a prescribed share, 
for the purposes of this definition, 


(g) where the terms or conditions of an established agree- 
ment were amended after November 16, 1978, the agree- 
ment shall be deemed to have been made after that date, 
and 


(h) where 


(i) at any particular time the terms or conditions of a 
share issued pursuant to an established agreement or 
of any agreement relating to such a share have been 
changed, 


(ii) under the terms or conditions of a share of a class 
of the capital stock of a corporation issued before 
November 17, 1978 (other than a share that was 
listed on November 16, 1978 ona prescribed stock 
exchange in Canada), of a share issued pursuant to 
an established agreement or of any agreement relat- 
ing to any such share (other than an agreement made 
before October 23, 1979 to which the issuer, or any 
person related thereto, was not a party), the owner 
thereof could at any particular time after November 
16, 1978 require, either alone or together with one or 
more taxpayers, the redemption, acquisition, cancel- 
lation, conversion or reduction of the paid-up capital 
of the share otherwise than by reason of a failure or 
default under the terms or conditions of the share, 


(ili) at any particular time after November 16,.1978, 
in respect of a share issued before November ET: 
1978, the redemption date was extended or the terms 
or conditions relating to its redemption, acquisition, 
cancellation, conversion or reduction of its paid-up 
capital by the issuer of the share were changed, or 
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(iv) at any particular time after October 23, 1979, a 
share issued before November 17, 1978 or pursuant 
to an established agreement is acquired (other than 
pursuant to an agreement in writing made before Oc- 
tober 23, 1979) from a person (other than a corpora- 
tion described in any of paragraphs 112(2.1)(a) to 
(c)) by a corporation described in any of paragraphs 
112(2.1)(a) to (c)-or by a partnership or trust 


the share shall, for the purposes of determining «at any 
time after the particular time whether it is a term pre- 
ferred share, be deemed to have been issued after No- 
vember 16, 1978 other than pursuant to an established 
agreement; 


“Term preferred share” enacted by 1979, c..5, subsec. 66(7). 


Regulations: 3200 (prescribed stock exchange in Canada); 6201 
(prescribed shares). 


Interpretation Bulletins: [T-64R3: Corporations: Association 
and control — after 1988; IT-527: Distress preferred shares. 


Advance Tax Ruling: ATR-5: Preferred shares exchangeable for 
common shares; ATR-10: Issue of term preferred shares; ATR-18: 
Term preferred shares; ATR-46: Financial difficulty. 


“termination payment” — [Repealed under former 
Act] 


Pre-RSC History: “Termination payment” repealed by 1980-81- 
82-83, c. 140, subsec. 128(13), applicable with respect to amounts 
received in respect of any termination of an office or employment 
after November 12, 1981. (See “retiring allowance”.) “Termination 
payment” formerly read: 


“termination payment”, for a taxation year, means an amount 
equal to the lesser of 


(a) the aggregate of all amounts each of which is an amount 
received in the year in respect of a termination of an office or 
employment, whether or not received pursuant to an order or 
judgment of a competent tribunal, other than 


(i) an amount required by any provision of this Act (other 
than subparagraph 56(1)(a)(vill)) to be included in com- 
puting the income of a taxpayer for a year, 


(ii) an amount in respect of which an election has been 
made under subsection 40(1) of the Income Tax Applica- 
tion Rules, 1971, and 


(iii) an amount received in the year as a consequence of 
the death of an employee, and 


(b) the amount by which 50% of the aggregate of all amounts 
each of which is the amount that may reasonably be consid- 
ered to be the employee’s salary, wages and other remunera- 
tion from an office or employment for the 12 months preced- 
ing the date that is the earlier of 
(i) the date-on which the office or employment was ter- 
minated, and 
(ii) the date on which an agreement, if any, in respect of 
the termination was entered into 
exceeds the amount determined under paragraph (a) for each 
previous year in respect of that termination 
whether the recipient is the officer or employee whose office or 
employment was terminated or a dependant, relation or legal rep- . 
resentative of the officer or employee; 
“Termination payment” added by 1979, c. 5, subsec. 66(8), applica- 
ble in respect of amounts received in respect of a termination after 
November 16, 1978 of an office or employment. 


“testamentary trust” has the meaning assigned by 


subsection 108(1); 


Related Provisions: 248(3) — Rules applicable in relation to the 
Province of Quebec. 
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“timber resource property” has the meaning as- 
signed by subsection 13(21); 


Pre-RSC History: “Timber resource property” enacted by 1974- 
75, c. 26, subsec. 125(10), applicable to 1974 et seq. 


“total pension adjustment reversal” of a taxpayer 
for a calendar year has the meaning assigned by 
regulation; | 

Related Provisions: 147.1(18)(t)— Authorization for regula- 
tions determining TPAR. 

History: The definition “total pension adjustment reversal” added 
to subsec,..248(1) by 1998, c. 19, subsec. 66(3), applicable after 
1996. 


Regulations: 8304.1 (pension adjustment reversal). 


“Treasury Board” means the Treasury Board estab- 
lished by section 5 of the Financial Administration 
Act; 


“trust” has the meaning assigned by subsection 
104(1); 

Related Provisions: 108(1)— Meaning of “trust”; 146.101) — 
RESPs — “Meaning of trust”; 233.2(4) — Reporting requirement re 
transfers to foreign. trust; 233.6(1) — Reporting requirement re dis- 
tributions from foreign trust; 248(3) — Deemed trusts in Quebec. 


“undepreciated capital cost” to a taxpayer of de- 
preciable property of a prescribed class has the 
meaning assigned by subsection 13(21); 


Pre-RSC History: “Undepreciated capital cost” enacted by 1985, 
c. 45; subsec: 122(2). 


“unit trust’ has the meaning assigned by subsection 
108(2); 


“unused RRSP deduction room” of a taxpayer at 
the end of a taxation year has the meaning assigned 
by subsection 146(1); 


Pre-RSC History: “Unused RRSP deduction room” added by 
1990, c. 35, subsec. 27(3), applicable after 1988. 


‘unused scientific research and experimental de- 
velopment tax credit’? of a taxpayer for a taxation 
year has the meaning assigned by subsection 
12 GW); 


“unused share-purchase tax credit” of a taxpayer 
for a taxation year has the meaning assigned by sub- 
section 127.2(6); 


“1971 capital surplus on hand”, “1971 undistrib- 
uted income on hand” — [Repealed under former 
Act] 
Pre-RSC History: “1971 capital surplus on hand” and “1971 
undistributed income on hand” repealed by 1977-78, c. 1, subsec. 
98(7), applicable after December 31, 1978. “1971 capital surplus on 
hand” and “1971 undistributed income on hand” formerly read: 
“1971 capital surplus on hand” has the meaning assigned by 
subsection 89(1); 
“1971 undistributed income on hand” has the meaning as- 
signed by subsection 196(4). 


(2) Tax payable — In this Act, the tax payable by a 
taxpayer under any Part of this Act by or under 
which provision is made for the assessment of tax 
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means the tax payable by the taxpayer as fixed by 
assessment or reassessment subject to variation on 
objection or on appeal, if any, in accordance with the 
provisions of that Part. 


Related Provisions: 117(1) — Meaning of “tax payable” for pur- 
poses of sections 117—127.4. 


(3) Rules applicable in relation to the 
Province of Quebec [deemed trusts] — For 
the purposes of the application of this Act in relation 
to the Province of Quebec, 


(a) a usufruct shall be deemed to be a trust, cre- 
ated by will where the usufruct was so estab- 
lished, and property subject to a usufruct shall be 
deemed to have been transferred to the trust, on 
the death of the testator and as a consequence 
thereof where the usufruct arises on death, and to 
be held in trust and not otherwise; 


(b) a right of use or habitation shall be deemed to 
be a trust, created by will where the right was so 
established, and property subject to such a right 
shall be deemed to have been transferred to the 
trust, on the death of the testator and as a conse- 
quence thereof where the right arises on death, 
and to be held in trust and not otherwise; 


(c) a substitution shall be deemed to be a trust, 
created by will where the substitution was so es- 
tablished, and property subject to a substitution 
shall be deemed to have been transferred to the 
trust, on the death of the testator and as a conse- 
quence thereof where the substitution arises on 
death, and to be held in trust and not otherwise; 


(d) property subject to rights and obligations 
under an arrangement (other than a trust) that 


(i) is established by or under a written contract 
that 


(A) is governed by the laws of the Prov- 
ince of Quebec, and 


(B) provides that, for the purposes of this 
Act, the arrangement shall be considered 
to be a trust, and 


(ii) creates rights and obligations that are sub- 
stantially similar to the rights and obligations 
under a trust (determined without reference to 
this subsection), 


shall be deemed to be held in trust and not other- 
wise, and such an arrangement shall be deemed 
to be a trust; 


(e) a person who has a right (whether immediate 
or future and whether absolute or contingent) to 
receive all or any part of the income or capital in 
respect of property referred to in paragraph (a), 
(b), (c) or (d) shall be deemed to be beneficially 
interested in the trust referred to in that para- 
graph; and 

(f) property in relation to which any person has, 
at any time, 


(i) the right of ownership, 
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(ii) a right as a lessee in an emphyteutic lease, 
or 


(ili) a right as a beneficiary in a trust 


shall, notwithstanding that such property is sub- 
ject to a servitude, be deemed to be beneficially 
owned by the person at that time. 


Related Provisions: 248(8) — Occurrences as a consequence of 
death; 248(9.1) — Trust created by taxpayer’s will; 248(25) — 
Beneficially interested. 


History: Subsec. 248(3) substituted by 1994, c. 7, Sch. HI (1991, c. 
49), subsec. 192(15), applicable 


(a) after 1990 with respect to property the ownership of which 
was acquired after 1990; 


(b) after 1990 with respect to property that became subject to a 
usufruct, a right of use or habitation, a substitution, an em- 
phyteutic lease or a trust after 1990; 


(c) after 1989 with respect to property that became subject to a 
usufruct, a right of use or habitation or a substitution after 1989 
and before 1991, where the persons who so acquire interests in 
the property elected jointly by notifying the Minister of Na- 
tional Revenue in writing before 1992 [1994, c. 7, Sch. VIII 
(1993, c. 24), s. 159 provides that such an election made before 
December 11, 1993 shall be deemed to have been made before 
1992]; and 


(d) to 1989 et seq. with respect to property that became subject 
to an arrangement referred to in para. 248(3)(d) in the 1989 or 
any subsequent taxation year. 


Subsec. 248(3) formerly read: 


(3) References to property beneficially owned and to 
beneficial owner of property — In:its application in relation 
to the Province of Quebec, a reference in this Act to any 
property that is or was beneficially owned by any person shall 
be read as including a reference to property in relation to 
which any person has or had the full Ownership whether or 
not the property is or was subject to a servitude, or has or had 
a right as a usufructuary, a lessee in an emphyteutic lease, an 
institute in a substitution or a beneficiary in a trust; and a ref- 
erence in this Act to the beneficial owner of any property 
shall be read as including.a reference to a person who has or 
had, accordingly as the context requires, such ownership as a 
right in relation to that property. 


Selected Cases [subsec. 248(3)}: Larose v. MNR, [1992] 2 
C.T.C, 2339 (TCC); amended [unreported] (Nov. 18, 1991), Doc. 
87-294(IT) (TCC) (Assessment in respect of sale of properties up- 
held even though court decision and other circumstances had denied 
taxpayer proceeds of sale; right to dispose of properties. had been 
transferred to purchaser). 


Interpretation Bulletins: IT-305R4: Testamentary spouse trusts; 
IT-437R: Ownership of property (principal residence). 


(4) Interest in real property — In this Act, an in- 
terest in real property includes a leasehold interest in 
real property but does not include an interest as se- 
curity only derived by virtue of a mortgage, agree- 
ment for sale or similar obligation. 

Related Provisions: 43.1(1) — Life estates in real property. 


Pre-RSC History: Subsec. 248(4) added by 1977-78, c. 1, subsec. 
98(8), applicable after March 31, 1977. 


(5) Substituted property — For the purposes of 
this Act, other than paragraph 98(1)(a), 


(a) where a person has disposed of or exchanged 
a particular property and acquired other property 
in substitution therefor and subsequently, by one 
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or more further transactions, has effected one or 
more further substitutions, the property acquired 
by any such transaction shall be deemed to have 
been substituted for the particular property; and 


(b) any share received as a stock dividend on an- 
other share of the capital.stock of a corporation 
shall be deemed to be property substituted for 
that other share. 
Pre-RSC History: Subsec. 248(5) substituted by 1986, c. 6, sub- 
sec. 126(5), applicable with respect to exchanges of property made 
after November 21, 1985 and shares received as stock dividends af- 
ter November 21, 1985 other than shares received as payment of a 
stock dividend declared on or before that date. Subsec. 248(5) for- 
merly read: 


(5). Substituted property — For the purposes of this Act, 
other than paragraph 98(1)(a), where a person has disposed of 
a particular property and acquired other property in substitu- 
tion therefor and subsequently, by one or more further trans- 
actions, has effected one or more further substitutions, the 
property acquired by any such transaction shall be deemed to 
have been substituted for the particular property. 


Subsec. 248(5) added by 1980-81-82-83, c. 48, subsec. 108(12), ap- 
plicable after December 11, 1979. 


Interpretation Bulletins: [T-244R3: Gifts by individuals of life 
insurance policies as charitable donations; IT-369R: Attribution of 
trust income to settlor; IT-489R: Non-arm’s length sale of shares to 
a corporation; IT-511R: Interspousal and certain other transfers and 
loans of property. 


(6) “Class” of shares issued in series — In its 
application in relation to a corporation that has is- 
sued shares of a class of its capital stock in one or 
more series, a reference in this Act to the “class” 
shall be read, with such modifications as the circum- 
stances require, as a reference toa “series of the 
class”’. : 
Pre-RSC History: Subsec. 248(6) amended by 1988, c. 55, sub- 
sec. 188(15), to substitute “Series of Shares” for “Presumption” as 
the heading, and to substitute “‘one or more series” for “two or more 
series”, applicable with respect to shares issued after 8 p.m. EDST, 
June 18, 1987 and shares deemed by the Act (as amended) to have 
been issued after that date. 


Subsec. 248(6) added by 1980-81-82-83, c. 140, subsec. 128(15), 
applicable after November 12, 1981. 


Interpretation Bulletins: [T-328R3: Losses on shares on which 
dividends have been received. 


(7) Receipt of things mailed — For the purposes 
of this Act, 
(a) anything (other than a remittance or payment 
described in paragraph (b)) sent by first class 
mail or its equivalent shall be deemed to have 
been received by the person to whom it was sent 
on the day it was mailed; and 


(b) the remittance or payment of an amount 
(i) deducted or withheld, or 
(ii) payable by a corporation, 
as required by this Act or a regulation shall be 


deemed to have been made on the day on which it 
is received by the Receiver General. 
Related Provisions: 153(1) [closing words] — Certain remit- 


tances’ must be made directly to a financial institution; 244(5) — 
Proof of service by mail; 244(14) — Mailing date presumed to be 
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date of assessment or notice; Reg. 110 — Certain remittances must 
be made directly toa financial institution. 


Pre-RSC History: Subsec. 248(7) substituted by 1990, c. 39, 
subsec. 54(3), applicable to amounts remitted or paid after 1989. 
Subsec, 248(7) formerly read: 


(7) For the purposes of this Act, anything sent by first class 

_ mail or its equivalent shall be deemed to have been received 
by. the person to-whom it was sent on the day it was mailed 
except that the remittance of an amount deducted or withheld 
as required by this Act or a regulation made under this Act, 
shall be deemed to have been remitted on the day it was re- 
ceived by the Receiver General. 


Subsec. 248(7) substituted by 1987, c. 46, subsec. 69(3), applicable 
to anything sent after 1987, except with respect to remittances, ap- 
plicable in respect of amounts deducted or withheld after 1987. Sub- 
sec. 248(7) formerly read: 


(7) Receipt of things mailed — For the purposes of. this 
Act, anything sent by mail shall be deemed to have been re- 
ceived by the recipient on the day that it was mailed. 


Subsec. 248(7) added by 1985, c. 45, subsec. 122(5), applicable 
with respect to anything sent by mail after 1984. 


Interpretation Bulletins: [T-433R: Farming or fishing — use of 
cash method. 


(8) Occurrences as a consequence of 
death — For the purpose of this Act, 


(a) a transfer, distribution or acquisition of prop- 
erty under or as a consequence of the terms of the 
will or other testamentary instrument of a tax- 
payer or the taxpayer’s spouse or as a conse- 
quence of the law governing the intestacy of a 
taxpayer or the taxpayer’s spouse shall be consid- 
ered to be a transfer, distribution or acquisition of 
the property as a consequence of the death of the 
taxpayer or the taxpayer’s spouse, as the case 
may be; 


(b) a transfer, distribution or acquisition of prop- 
erty as a consequence of a disclaimer, release or 
surrender by a person who was a beneficiary 
under the will or other testamentary instrument or 
on the intestacy of a taxpayer or the taxpayer’s 
spouse shall be considered to be a transfer, distri- 
bution or acquisition of the property as a conse- 
quence of the death of the taxpayer or the tax- 
payer’s spouse, as the case may be; and 


(c) a release or surrender by a beneficiary under 
the will or other testamentary instrument or on 
the intestacy of a taxpayer with respect to any 
property that was property of the taxpayer imme- 
diately before the taxpayer’s death shall be con- 
sidered not to be a disposition of the property by 
the beneficiary. 
Related Provisions: 248(9) — Definitions; 248(9.1) — Whether 
trust created by taxpayer’s will; 252(4)(a) — Extended meaning of 
“spouse”. 
Pre-RSC History: Subsec. 248(8) added by 1985, c. 45, subsec. 
122(5), applicable with respect to transfers, distributions and acqui- 
sitions occurring after 1981. 
Interpretation Bulletins: [T-305R4: Testamentary spouse trusts; 
IT-313R2: Eligible capital property — rules where a taxpayer has 
ceased carrying on a business or has died; IT-349R3: Intergenera- 
tional transfers of farm property on death; IT-385R2: Disposition of 
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an income interest in a trust; IT-449R: Meaning of “vested indefea- 
sibly”; IT-SOOR: RRSPs — death of an annuitant. 


(9) Definitions — In subsection (8), 


“disclaimer” includes a renunciation of a succession 
made under the laws of the Province of Quebec that 
is not made in favour of any person, but does not 
include any disclaimer made after the period ending 
36 months after the death of the taxpayer unless 
written application therefor has been made to the 
Minister by the taxpayer’s legal representative 
within that period and the disclaimer is made within 
such longer period as the Minister considers reasona- 
ble in the circumstances; 

History: The definition “disclaimer” in subsec. 248(9) substituted 
by 1994, c. 21, subsec. 109(7), applicable June 15,1994, That defi- 
nition formerly read: 


“disclaimer” includes a renunciation of a succession made 
under the laws of the Province of Quebec that is not made in 
favour of any person; 


Interpretation Bulletins: IT:305R4: Testamentary spouse trusts. 


“release or surrender’? means 


(a) a release or surrender made under the laws of 
a province (other than the Province of Quebec) 
that does not direct in any manner who is entitled 
to benefit therefrom, or 


(b) a gift inter vivos made under the laws of the 
Province of Quebec of an interest in, or right to 
property of, a succession that is made to the per- 
son or persons who would have benefited if the 
donor had made a renunciation of the succession 
that was not made in favour of any person, 


and that is made within the period ending 36 months 
after the death of the taxpayer or, where written ap- 
plication therefor has been made to the Minister by 
the taxpayer’s legal representative within that period, 
within such longer period as the Minister considers 
reasonable in the circumstances. 

Pre-RSC History: Subsec. 248(9) added by 1985, c. 45, subsec. 
122(5), applicable with respect to transfers, distributions and acqui- 
sitions occurring after 1981 except that an application that is made 
under paragraph (b) of the definition “release or surrender” by the 
legal representative of a taxpayer within 90 days after October 29, 
1985 shall be deemed to have been made within the period ending 
36 months after the death of the taxpayer. 


Interpretation Bulletins: IT-305R4: Testamentary spouse trusts: 
IT-313R2: Eligible capital property — rules where a taxpayer has 
ceased carrying on a business or has died: IT-349R3: Intergenera- 
tional transfers of farm property on death. 


(9.1) How trust created — For the purposes of 
this Act, a trust shall be considered to be created by. a 
taxpayer’s will if the trust is created 


(a) under the terms of the taxpayer’s will; or 
(b) by an order of a court in relation to the tax- 
Payer’s estate made under any law of a province 
that provides for the relief or Support of 
dependants. 


Related Provisions: 108(1 )“testamentary trust’ — Trust created 
by taxpayer’s will is a testamentary trust; 248(3) — Whether usu- 
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fruct, right of use or habitation or substitution-in Quebec deemed to 
be trust created by taxpayer’s will. 


History: Subsec. 248(9.1) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 139(8), applicable to 1990 er Seq. 


Interpretation Bulletins: IT-305R4: Testamentary spouse trusts. 


(9.2) Vested indefeasibly — For the purposes of 
this Act, property shall be deemed not to have vested 
indefeasibly 


(a) in a trust under which a taxpayer’s spouse is a 
beneficiary, where the trust is created by the will 
of the taxpayer, unless the property vested inde- 
feasibly in the trust before ‘the death of the 
spouse; and 


(b) in an individual (other than a trust), unless the 
property vested indefeasibly in the individual 
before the death of the individual. 
Related Provisions: 248(9.1) — Whether trust created by tax- 
payer’s will; 252(4)(a) — Extended meaning of “spouse”. 


History: Subsec. 248(9.2) added by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 139(8), applicable in respect of deaths occurring after 
December 20, 1991. 


Interpretation Bulletins: IT-305R4: Testamentary spouse trusts; 
IT-449R: Meaning of “vested indefeasibly”. 


(10) Series of transactions — For the purposes 
of this Act, where there is a reference toa series of 
transactions or events, the series shall be deemed to 
include any related transactions or events completed 
in contemplation of the series. 

Pre-RSC History: Subsec. 248(10) added by 1986, c. 6, subsec. 
126(6). 

Advance Tax Ruling: ATR-56: Purification of a family farm 
corporation; ATR-57: Transfer of property for estate planning pur- 
poses; ATR-58: Divisive reorganization. 


(11) Compound interest — Interest computed at 
a prescribed rate under any of subsections 129(2.1) 
and (2.2), 131(3.1) and (3.2), 132(2.1) and (22), 
133(7.01) and (7.02), 159(7), 160.1(1), 161(1), (2) 
and (11), 164(3) to (4), 181.8(1) and (2) (as these 
two subsections read in their application to the 1991 
and earlier taxation years), 185(2), 187(2). and 
189(7), section 190.23 (as it read in its application to 
the 1991 and earlier taxation years) and subsections 
193(3), 195(3), 202(5) and 227(8.3), (9.2) and (9.3) 
of this Act and subsection 182(2) of the Income Tax 
Act, chapter 148 of the Revised Statutes of Canada, 
1952 (as that subsection read in its application to 
taxation years beginning before 1986) and subsec- 
tion 191(2) of that Act (as that subsection read in ‘its 
application to the 1984 and earlier taxation years) 
shall be compounded daily and, where interest is 
computed on an amount under any of those provi- 
sions and is unpaid or unapplied on the day it would, 
but for this subsection, have ceased to be computed 
under that provision, interest at the prescribed rate 
shall be computed and compounded daily on the un- 
paid or unapplied interest from that day to the day it 
is paid or applied and shall be paid or applied. as 
would be the case if interest had continued to. be 
computed under that provision after that day. 
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Related Provisions: 221.1 — Application of interest where legis- 
lation retroactive. 


History: Subsec. 248(11) amended by. 1994, c. 7, Sch. VII (1993, 
c. 24), subsec. 139(9), applicable to refunds paid or applied with 
respect to taxation years beginning after 1991. Subsec. (11) for- 
merly read: 


(11) Compound interest — Interest computed at a pre- 
scribed rate under any of subsections. 159(7), 160.1(1), ° 
161(1), (2) and (11), 164(3) to (4), 181.8(1) and (2), 185(2), 
187(2) and 189(7), section 190.23, subsections 193(3), 
195(3), 202(5) and 227(8.3), (9.2) and (9.3) of this Act, sub- 
section 182(2) of the Income Tax Act, chapter 148 of the Re- 
vised Statutes of Canada, 1952, as it applied to taxation years 
beginning before 1987, and subsection 191(2) of that Act as it 
applied to the 1972 to 1984 taxation years shall be com- 
pounded daily and, where interest is computed on an amount 
under any of those provisions and is unpaid on the day it 
would, but for this subsection, have ceased to be computed 
under that provision; interest at the prescribed rate shall be 
computed and compounded daily on the unpaid interest from 
that day to the day it is paid and shall be paid or credited as 
would have been the case if interest had continued to be com- 
puted under that provision after that day. 
Subsec 248(11) amended by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 192(16), to substitute the list of sections, applicable to 1990 et 
seq. That list formerly read: 
subsections 159(7), 160.1(1), 161(1), (2) and (11), 164(3) to 
(4), 181.8(1): and (2), 185(2), 187(2) and 189(7), ‘section 
190.23, subsections 191(2), 193(3), 195(3) and 202(5), sec- 
tion 211.5 and subsections 227(8.3), (9.2) and (9.3) of. this 
Act and. subsection 182(2) of the Income Tax Act, chapter 148 
of the Revised Statutes of Canada, 1952, 
Pre-RSC History: Subsec. 248(11) amended by 1990, c. 39, sub- 
sec. 54(4), to add “181.8(1) or (2),” “211.5”, and “and shall be paid 
ot credited as would have been the case if interest had continued to 
be computed under that provision after that day”, deemed to have 
come into force on January 1, 1987, and interest computed in re- 
spect of a period ending before that day shall be compounded on 
and after that day, except that in applying the subsec. 
(a) in respect of periods ending before September 13, 1988, the 
reference to “227(8.3), (9.2) or (9.3)” shall be read as a refer- 
ence to “227(8) or (9)”; 
(b) in respect of periods ending on or before June 17, 1987, it 
shall be read without reference to “211.5”; and 
(c) in respect of periods in taxation years ending before July 
1989, it shall-be read without reference to “181.8(1) or (2)”. 
Subsec. 248(11) amended by 1988, c. 55, subsec. 188(16), to substi- 
tute “202(5), or 227(8.3), (9.2) or (9.3)” for “202(5) or 227(8) or 
(9)""4 
Subsec. 248(11) added by 1986, c. 55, subsec. 78(4), in force Janu- 
ary 1, 1987, and interest computed in respect of a period ending 
before that day shall be compounded on and after that day. 
Regulations: 4301 (prescribed rate of interest). 


1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


(12) Identical properties — For the purposes of 
this Act, one bond, debenture, bill, note or similar 
obligation issued by a debtor is identical to another 
such obligation issued by that debtor if both are 
identical in respect of all rights (in equity or other- 
wise, either immediately or in the future and either 
absolutely or contingently) attaching thereto, except 
as regards the principal amount thereof. 


Related Provisions: 14(13), 18(12) — Deemed identical proper- 
ties for superficial loss/pregnant loss rules; 18.1(12) — Identical 
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properties for matchable-expenditure rules; 40(3.5) — Deemed 
identical properties for superficial 
Capital gains treatment of identical properties; 54“superficial loss” 
[closing words] — Deemed identical properties for superficial 
loss/pregnant loss rules; 138(11.1) — Identical properties of life in- 
surance corporation; 206(1.5) — Identical property rule. for deter- 
mining foreign property. . 


Interpretation Bulletins: IT-387R2: Meaning of “identical 


properties”, 


(13) Interests in trusts and partnerships — 
Where after November 12, 1981 a person has an in- 
terest in a trust or partnership, whether directly or in- 
directly through an interest in any other trust or part- 
nership or in any manner whatever, the person shall, 
for the purposes of the definitions “income bond”, 
“income debenture” and “term preferred share” in 
subsection (1), paragraph (h) of the definition “taxa- 
ble preferred share” in that subsection, subsections 
84(4.2) and (4.3) and 112(2.6) and section 258, be 
deemed to be a beneficiary of the trust or a member 
of the partnership, as the case may be. 


(14) Related corporations — For the purpose of 
paragraph (g) of the definition “specified financial 
institution” in subsection (1), where in the case of 2 
or more corporations it can reasonably. be, consid- 
ered, having regard to all the circumstances, that one 
of the main reasons for the separate existence of 
those corporations in a taxation year is to limit or 
avoid the application of subsection 112(2.1) or (2.2) 
or 138(6), the 2 or more corporations shall be 
deemed to be related to each other and to each other 
corporation to which any such corporation is related. 


History: Subsec. 248(14) amended by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 192(17), to, substitute “For the purpose of” for “For the 
purposes of” and “can reasonably” for “may reasonably”, and to add 
“and to each other corporation to which any such corporation 1s re- 
lated”, applicable after July 13, 1990. 


Pre-RSC History: Subsecs: 248(12), (13) and (14) added by 1988, 
c. 55, subsec. 188(17). Subsec. 248(12) applicable to taxation years 
and fiscal periods commencing after June 17, 1987 that end after 
1987, subsecs, (13) and (14) applicable after June 18, 1987. 


(15) Goods and services tax — change of 
use — For the purposes of this Act, where a liabil- 
ity for the goods and services tax is incurred in re- 
spect of a change of use at any time of a property, 
the liability so incurred shall be deemed to have been 
incurred immediately after that time in uel of the 
acquisition of the property. 


(16) Goods and services tax — input tax 
credit and rebate — For the purposes of this Act, 
other than this subsection and subsection 6(8), an 
amount claimed by a taxpayer as an input tax credit 
or rebate with respect to the goods and services tax 
in respect of a property or service shall be deemed to 
be assistance from a government in respect of the 
property or service that is received by the taxpayer 


(a) where the amount was claimed by the tax- 
payer as an input tax credit in a return under Part 
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IX of the Excise Tax Act for a reporting period 
under that Act, 


(i) at the time the goods and services tax in 
respect of the input tax credit was paid or be- 
came payable, if the tax was paid or became 
payable in the reporting period, or | 
(ii) if no such tax was paid or became payable 
in respect of the input tax credit in the report- 
ing period, at the end of the reporting period; 
or 


(b), where the amount was claimed asa rebate 

with respect to the goods and services tax, at the 

time. the amount was received or. credited. 
Related Provisions: 8(11)— GST rebate deemed not to be reim- 
bursement for employment expense purposes; 12(1)(x) — Inclusion 
in income; 12(2.2) — Deemed outlay or expense; 13(7.1) — 
Deemed capital cost. of certain property; 37(1)(d)— Scientific re- 
search and experimental development; 53(2)(k) — Reduction in ad- 
justed cost base; 66.1(6)‘cumulative Canadian exploration ex- 
pense” J — Assistance reduces CCEE; 66.2(5)“cumiulative Canadian 
development expense”M — Assistance reduces CCDE: 66.4(5)“cu- 
mulative Canadian oil and gas property expense”I — Assistance 
reduces: CCOGPE; 248(17)— Application of 248(16) to passenger 
vehicles. and. aircraft; 248(18) — GST — repayment of input. tax 
credit. 


(17) Application of subsec. (16) to passenger 
vehicles and aircraft — Where the input tax 
credit of a taxpayer under Part IX of the Excise Tax 
Act in respect of a'passenger vehicle or aircraft is de- 
termined with reference to subsection 202(4) of the 
Excise Tax Act, subparagraphs (16)(a)(i) and’ (ii) 
shall, as they apply in respect of such property, be 
read as follows: : : 
“(i) at the beginning of the first taxation year or 
fiscal period of the taxpayer commencing after 
the end of the taxation year or fiscal period, as 
the case may be, in which the goods and ser- 
vices tax in respect of such property was con- 
sidered for the purposes of determining the in- 
put tax credit to be payable, if the tax was 
considered for the purposes of determining the 
input tax credit to have become payable in the 
reporting period, or 
(ii) if no such tax was considered for the pur- 
poses of determining the input tax credit to have 
become payable in the reporting period, at the 
end of the reporting period; or” Jsi 


(18) Goods and services tax — repayment of 
input tax credit — For the purposes of this Act, 
where an amount is added at a particular time in de- 
termining the net tax of a taxpayer under Part LX of 
the Excise Tax Act in respect of an input tax. credit 
relating to property or.a service that had been previ- 
ously deducted in determining the net tax of the tax- 
payer, that amount shall be deemed to be assistance 
repaid at the particular time in respect-of the prop- 
erty Or service pursuant to a legal obligation to repay 
all or part of that assistance. 


Related Provisions: 20(1)(hh) — Deduction’ for repayment of 
assistance; 39(13) — Capital loss on repayment of assistance: 
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53(1 )(e)Gx)(B) Adjusted ‘cost base of partnership interest; 
127(10.7) — Investment tax credit — repayment of assiStance. 


Pre-RSC History [subsecs. 248(1 5)-(18)]: Subsecs: 248(15) to 
(18) added ‘by 1990, c. 45, subsec. 53(2), applicable after 1990. 


(19) When property available for use — Except 
as otherwise, provided, property shall be. considered 
to have become available for use for the purposes of 
this Act at the time at which it*has, or would have if 
it were depreciable property, become available for 
use for the purpose of subsection 13(26). 

Related Provisions: 13(27)-(31) — Meaning of “available for 
use”; 37(1.2)— R&D ‘capital expenditures: 127(1 1.2) —Invest- 
ment tax, credit. 

History: Subsec: 248(19) added by 1994) ¢..7, Sch. Tf (1991; ¢. 49), 
subsec.’ 192(18), applicable after 1989. 


(20) Partition of property — Subject to subsec- 
tions (21) to (23), for the purposes of this Act, where 
at any time’a property owned jointly by 2 or more 
persons is the subject of a partition, the following 
rules apply, notwithstanding any retroactive or de- 
claratory effect of the partition: ; 


(a) each such person who had an. interest in the 
‘property immediately before that time shall be 
deemed not to have disposed at.that time of that 
proportion, not exceeding 100%; of the interest 
that the fair market value of that person’s interest 
in the property immediately after that time is of 
the fair market value of that person’s interest in 
the property immediately before that time, 


(b) each such person who-has. an interest. in the 

' property immediately after that time shall be 
deemed not to have acquired at that time’ that pro- 
portion of the interest that the fair market value 
of that person’s interest in the property immedi- 
ately before that time is of the fair market value 
of that person’s interest in the property immedi- 
ately after that time, 


(c) each such person who had an interest in the 
property immediately before that time shall be 
deemed to, have had. until. that time, and to have 
disposed at that time of, that proportion of the 
person’s interest to which paragraph (a) does not 
apply, 
(d) each such person who has an interest in the 
property immediately after that time shall be 
deemed’ not to have had before that time, and to 
have acquired at that ‘time, that proportion of the 
' person’s interest to which paragraph (b) does’ not 
apply, and . 
(€) paragraphs (a) to (d) do not apply where the 
interest of the person is an interest in fungible 
tangible property described in that person’s 
inventory, 


and, for the purposes of this subsection, where an in- 
terest in the property is an undivided interest, the fair 
market value of the interest at any’ time shall’ be 
deemed to be equal to that proportion of the fair mar- 
ket value of the property at that time that'the interest 
is of all the undivided interests in the property. 
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Related Provisions: 248(21) — Subdivision of property; 
248(22) — Matrimonial regimes. 


History: Subsec. 248(20) added by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 192(18), applicable after July 13, 1990 except that the sub- 
sec. does not apply to a partition effected before 1992 


(a) pursuant to the terms of an agreement in writing entered into 
on or before that day; or 


(b) in accordance with a confirmation in writing from the De- 
partment of National Revenue or a provincial department of 
revenue as to the tax consequences of that partition, where the 
confirmation is in respect of a written request received by such 
department on or before that day. 


(21) Subdivision of property — Where a prop- 
erty that was owned jointly by 2 or more persons is 
the subject of a partition among those persons and, 
as a consequence thereof, each such person has, in 
the property, a new interest the fair market value of 
which immediately after the partition, expressed as a 
percentage of the fair market value of all the new in- 
terests in the property immediately after the parti- 
tion, is equal to the fair market value of that person’s 
undivided interest immediately before the partition, 
expressed as a percentage of the fair market value of 
all the undivided interests in the property immedi- 
ately before the partition, 


(a) subsection (20) does not apply to the property, 
and 


(b) the new interest of each such person shall be 
deemed to be a continuation of that person’s un- 
divided interest in the property immediately 
before the partition, 


and, for the purposes. of this subsection, 


(c) subdivisions of a building or of a parcel of 
land that are established in the course of, or in 
‘contemplation of, a partition and that are jointly 
owned by the same persons who jointly owned 
the building or the parcel of land, or by their as- 
signee, shall be regarded as one property, and 


(d) where an interest in the property 1s or includes 
an undivided interest, the fair market value of the 
interest shall be determined without regard to any 
discount or premium that applies to a minority or 
majority interest in the property. 
Related Provisions: 248(20) — Partition of property; 248(21) — 
Subdivision of property. 
History: Subsec. 248(21) added by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 192(18), applicable after July 13, 1990. 


(22) Matrimonial regimes — Where at any time 
property could, as the consequence of the dissolution 
of a matrimonial regime between 2 spouses, be the 
subject of a partition, for the purposes of this Act 


(a) where that property was owned by one of the 
spouses immediately before it became subject to 
that regime and had not subsequently been dis- 
posed of before that time, it shall be deemed to be 
owned at that time by that spouse and not by the 
other spouse; and 


(b) in any other case, the property shall be 
deemed to be owned by the spouse who has the 
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administration of that property at that time and 
not by the other spouse. 
Related Provisions: 248(20) — Partition of property; 248(21) — 
Subdivision of property; 248(23) — Dissolution of a matrimonial 
regime; 252(3), (4)(a) — Extended meaning of “spouse” and “for- 
mer spouse”. 
History: Subsec. 248(22) added by 1994, c. 7, Sch. II (1991, c. 49), 
subsec. 192(18), applicable after July 13, 1990. 


Interpretation Bulletins: IT-325R2: Property transfers after sep- 
aration, divorce and annulment; IT-437R: Ownership of property 
(principal residence); IT-511R: Interspousal and certain other trans- 
fers and loans of property. 


(23) Dissolution of a matrimonial regime — 
Where, immediately after the dissolution of a matri- 
monial regime (other than a dissolution occurring as 
a consequence of death), the owner of a property that 
was subject to that regime is not the person, or the 
estate of the person, who is deemed by subsection 
(22) to have been the owner of the property immedi- 
ately before the dissolution, the person shall be 
deemed for the purposes of this Act to have trans- 
ferred the property to the person’s spouse immedi- 
ately before the dissolution. 
Related Provisions: 110.6(14)(g) — Related persons, etc.; 
252(3), (4)(a) — Extended meaning of “spouse” and “former 
spouse”. 
History: Subsec. 248(23) substituted by 1994, c. 21, subsec. 
109(8), applicable to dissolutions and deaths occurring after Decem- 
ber 21, 1992. That subsec. formerly read: 
(23) Dissolution of a matrimonial regime — Where the 
owner, immediately after the dissolution of a matrimonial re- 
gime, of a property that was subject to that regime is not the 
person, or the estate of the person, who, because of subsec- 
tion (22), was the owner of the property immediately before 
the dissolution, that person shall be deemed, for the purposes 
of this Act, to have transferred the. property to that person’s 
spouse immediately before the dissolution or, if the dissolu- 
tion occurs as a consequence of the death of one of the 
spouses, immediately before the time that is immediately 
before the death. 
Subsec. 248(23) added by 1994, c. 7, Sch. Il (1991, c. 49), subsec. 
192(18), applicable after July 13, 1990. 


Interpretation Bulletins: IT-325R2: Property transfers after sep- 
aration, divorce and annulment; IT-437R: Ownership. of property 
(principal residence); [T-511R: Interspousal and certain other trans- 
fers and loans of property. 


(23.1) Transfers after death — Where, as a con- 
sequence of the laws of a province relating to 
spouses’ interests in respect of property as a result of 
marriage, property is, after the death of a taxpayer, 


(a) transferred or distributed to a person who was 
the taxpayer’s spouse at the time of the death, or 
acquired by that person, the property shall be 
deemed to have been so transferred, distributed or 
acquired, as the case may be, as a consequence of 
the death; or 


(b) transferred or distributed to the taxpayer’s es- 
tate, or acquired by the taxpayer’s estate, the 
property shall be deemed to have been so trans- 
ferred, distributed or acquired, as the case may 
be, immediately before the time that is immedi- 
ately before the death. 
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History: Subsec. 248(23.1) added by-1994, c. 21, subsec. 109(8), 
applicable to dissolutions and deaths occurring after December.21, 
19972, 


Interpretation Bulletins: IT-313R2: Eligible capital property — 
rules where a taxpayer has ceased carrying on a business or has 
died. 


(24) Accounting methods — For greater. cer- 
tainty, it is hereby declared that, unless specifically 
required, neither the equity nor the consolidation 
method of accounting shall be used to determine any 
amount for the purposes of this Act. 


Related Provisions: 61.3(1)(b)C(i) — Repetition of rule for pur- 
poses of debt forgiveness reserve calculation. 


History: Subsec. 248(24) added by 1994, c. 7, Sch. If (1991, c..49), 
subsec. 192(18), applicable December 17, 1991. 


(25) Beneficially interested — For the purposes 
of this Act, 


(a) a person or partnership beneficially interested 
in a particular trust includes any person or part- 
nership that has any right (whether immediate or 
future, whether absolute or contingent or whether 
conditional on or subject to. the exercise of any 
discretion by any person or partnership) as a ben- 
eficiary under a trust to receive any of the income 
or capital of the particular trust either directly 
from the particular trust or indirectly through one 
or more trusts or partnerships; 


(b) except for the purpose of this paragraph, a 
particular person or partnership is deemed to be 
beneficially interested in a particular trust at a 
particular time where 


(i) the particular person or partnership is not 
beneficially interested in the particular trust at 
the particular time, 


(ii) because of the terms or conditions of the 
particular trust or any arrangement in respect 
of the particular trust at the particular time, 
the particular person or partnership might, be- 


cause of the exercise of any discretion by any 


person or partnership, become beneficially in- 
terested in the particular trust at the particular 
time or at a later time, and 


(ili) at or before the particular time, either 


(A) the particular trust has acquired prop- 
erty, directly or indirectly in any manner 
whatever, from 


(I) the particular person or partnership, 


(ID) another person with whom the par- 
ticular person or partnership, or a mem- 
ber of the particular partnership, does 
not deal at arm’s length, 


(III) a person or partnership with whom 
the other person referred to in sub- 
clause (II) does not deal at arm’s 
length, 


(IV) a controlled foreign affiliate of the 
particular person or of another person 
with whom the particular person or 
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partnership, or a member of the particu- 
lar partnership, does not deal’at arm’s 
length, or 


(V) a non-resident corporation that 
would, if the particular partnership 
were a corporation resident in Canada, 
be a controlled foreign affiliate of the 
particular partnership, or 


(B) a person or partnership described in 
any of subclauses (A)(I) to (V) has given a 
guarantee on behalf of the particular trust 
or provided anyother financial assistance 
whatever to the particular trust; and 


(c) a member of a partnership that is beneficially 
interested in a trust is:'deemed to be beneficially. 
interested in the trust. 


Related Provisions: 108(1) — “Beneficiary”; 248(3) — Rules 
applicable in relation to the Province of Quebec. 


History: Subsec. 248(25) amended by 1998, c. 19, subsec. 239(7), 
applicable after 1997. Subsec. 248(25) formerly read: 


(25) For the purposes of this Act, a person or partnership ben- 
eficially interested in a particular trust includes any person or 
partnership that has any right (whether immediate or future. 
whether absolute or contingent or whether conditional on. or 
subject to the exercise of any discretionary power by any per- 
son Or persons) as a beneficiary under a trust to receive any of 
the income or capital of the particular trust either directly 
from the particular trust or indirectly through one. or more 
other trusts. 


Subsec. 248(25) amended by 1997, c. 25, subsec. 71(4), applicable 
after 1996. Subsec. (25) formerly read: 


(25) For the purposes of this Act, a person or partnership is 
beneficially interested in a particular trust if the person or 
partnership has any right (whether immediate or future, 
whether absolute or contingent or whether conditional-on or 
subject to the exercise of any discretionary power by any per- 
son or persons) as a beneficiary under a trust to receive any of 
the income or capital of the particular trust either directly 
‘from the particular trust or indirectly through one or more 
other trusts. 

Subsec. 248(25) substituted by 1994, c, 21, subsec. 109(9), applica- 

ble after 1990. Subsec. (25) formerly read: 
(25) For the purposes of this. Act, a person or partnership is 
beneficially interested in a trust if the person or partnership 
has any right (whether immediate or future, whether absolute 
or contingent or whether conditional on or subject to the exer- 
cise of any discretionary power by any person or persons) to 
receive any of the income or capital of the trust either directly 
from the trust.or indirectly through one or more other trusts. 


Subsec. 248(25) added by 1994, c. 7, Sch. VIII (1993,'c. 24), sub- 
sec. 139(10), applicable after 1990, 


Interpretation Bulletins: IT-511R: Interspousal and certain other 
transfers and loans of property. ; 


(26) Debt obligations — For greater certainty, 
where at any time a person or partnership (in this 
subsection referred to as the “debtor’) becomes lia- 
ble to repay money borrowed by the debtor or be- 
comes liable to pay an amount (other-than interest) 


(a) as consideration for any property acquired by 
the debtor or services rendered to the debtor; or 


(b) that is deductible in computing the debtor’s 
income, | 
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for the purposes of applying the provisions of this 
Act relating to the treatment of the debtor in respect 
of the liability, the liability shall be considered to be 
an obligation, issued at that time by the debtor, that 
has a principal amount at that time equal to the 
amount of the liability at that time. 

Related Provisions: 43 — Partial disposition of capital property; 
142.4(9) — Partial disposition of specified debt obligation by finan- 
cial institution. 

History: Subsec. 248(26) added by 1995, c. 21, subsec. 43(3), ap- 
plicable to taxation years that end after February 21, 1994. 


(27) Parts of debt obligations — For greater 
certainty, 


(a) unless the context requires otherwise, an obli- 
gation issued by a debtor includes any part of a 
Jarger obligation that was issued by the debtor; 


(b) the principal amount of that part shall be con- 
sidered to be the portion of the principal amount 
of that larger obligation that relates to that part; 
and 


(c) the amount for which that part was issued 
shall be considered to be the portion of the 
amount for which that larger obligation was is- 
sued that relates to that part. 
Related Provisions: 43 — Partial disposition of capital property; 
142.4(9) — Partial disposition of specified debt obligation by finan- 
cial institution. 
History: Subsec. 248(27) added by 1995, c. 21, subsec. 43(3), ap- 
plicable to taxation years that end after February 21, 1994. 


(28) Limitation respecting inclusions, 
deductions and tax credits — Unless a contrary 
intention is evident, no provision of this Act shall be 
read or construed 


(a) to require the inclusion or permit the deduc- 
tion, either directly or indirectly, in computing a 
taxpayer’s income, taxable income or taxable in- 
come earned in Canada, for a taxation year or in 
computing a taxpayer’s income or loss for a taxa- 
tion year from a particular source or from sources 
in a particular place, of any amount to the extent 
that the amount has already been directly or indi- 
rectly included or deducted, as the case may be, 
in computing such income, taxable income, taxa- 
ble income earned in Canada or loss, for the year 
or any preceding taxation year; 


(b) to permit the deduction, either directly or in- 
directly, in computing a taxpayer’s tax payable 
under any Part of this Act for a taxation year of 
any amount to the extent that the amount has al- 
ready been directly or indirectly deducted in 
computing such tax payable for the year or any 
preceding taxation year; or 


(c) to consider an amount to have been paid on 
account of a taxpayer’s tax payable under any 
Part of this Act for a taxation year to the extent 
that the amount has already been considered to 
have been paid on account of such tax payable 
for the year or any preceding taxation year. 
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Related Provisions: 181(4), 190(2) — Similar rules for Part 1.3 
and Part VI taxes. 


History: Subsec. 248(28) added by 1996, c. 21, subsec. 60(3), ap- 
plicable to taxation years that end after July 19, 1995. 


Definitions [s. 248]: “affiliated” — 251.1; “amount” — 248(1); 
“arm’s length” — 251(1); “associated” — 256; “bank” — Interpre- 
tation Act 35(1); “bituminous sands”, “business” — 248(1); “calen- 
dar year” — Interpretation Act 37(1)(a); “Canada” — 255; “Cana- 
dian-controlled private corporation” — 125(7); “Canadian resource 
property” — 66(15), 248(1); “carrying on business” — 253; “com- 
mon share” — 248(1); “controlled foreign affiliate” — 95(1), 
248(1); “corporation” — 248(1), Interpretation Act 35(1); “deferred 
amount” — 248(1); “deferred profit sharing plan” — 147(1), 
248(1); “disclaimer” — 248(9); “employee profit sharing plan” — 
144(1), 248(1); “fiscal period” — 249(2)(b), 249.1; “goods and ser- 
vices tax”, “grandfathered share”, “gross revenue” — 248(1); “in- 
terest in real property” — 248(4); “lending asset” — 248(1); “life 
insurance policy” — 138(12), 248(1); “marriage” — 252(4)(b); 
“mineral resouce”, “Minister”, “net income stabilization account”, 
“non-resident”, “oil or gas well” — 248(1); “passenger vehicle”, 
“person” — 248(1); “personal services business” — 125(7), 248(1); 
“principal amount”, “property” — 248(1); “province” — Interpreta- 
tion Act 35(1); “qualifying environmental trust” — 248(1); “regis- 
tered retirement savings plan” — 146(1), 248(1); “registered securi- 
ties dealer’, “restricted financial institution” — 248(1); “related” — 
248(14), 251; “release or surrender” — 248(9); “resident in a proy- 
ince” — 250(7); “resident in Canada” — 250; “salary or wages” — 
248(1); “series of transactions” — 248(10); “specified financial in- 
stitution” — 248(1); “specified investment business” — 125(7), 
248(1); “specified person” — 248(1)“short-term preferred share”(j), 
248(1)“taxable preferred share”(h); “spouse” — 252(3), (4)(a); 
“supplementary unemployment benefit plan” — 145(1), 248(1); “tar 
sands” — 248(1); “taxable income” — 2(2); “taxation year” — 249; 
“taxpayer” — 248(1); “testamentary trust” — 108(1), 248(1); 
“trust” — 104(1), 248(1), (3); “writing” — Interpretation Act 35(1). 


249. (1) Definition of “taxation year” — For the 
purpose of this Act, a “taxation year” is 


(a) in the case of a corporation, a fiscal period, 
and 


(b) in the case of an individual, a calendar year, 


and when a taxation year is referred to by reference 
to a calendar year, the reference is to the taxation 
year or years coinciding with, or ending in, that year. 


Related Provisions: 11(2)— Reference to “taxation year” of 
individual who carries on a business; 14(4) — Taxation year of in- 
dividual — eligible capital property rules; 20(16.2) — Taxation 
year of individual — terminal loss rules; 87(2)(a) — Deemed year- 
end and new taxation year on amalgamation; 95(1)‘‘taxation 
year’ — Taxation year of foreign affiliate; 96(1)(b) — Taxation 
year of partnership; 104(23) — Testamentary trusts; 128(2)(d) — 
Deemed year-end where individual bankrupt; 128.1(1)(a) — 
Deemed year-end and new taxation year on becoming resident in 
Canada; 128.1(4)(a) — Deemed year-end and new taxation year on 
ceasing to be resident in Canada; 132.2(1)(b) — Deemed year-end 
and new taxation year on transfer of property between mutual 
funds; 144(11) — Deemed year-end on EPSP becoming DPSP; 
149(10)(a) — Taxation year of corporation becoming or ceasing to 
be exempt; 149.1(1) — Taxation year of registered charity; 249(2), 
(3) — References to “taxation year” and “fiscal period”; 249(4) — 
Deemed year-end on change of control. 


Pre-RSC History: 1988, c. 55, s, 194 provides as follows: 
194. Private corporation year-end election — Notwith- 
standing subsection 249(1) of the said Act, 


(a) where a corporation that was, throughout the period 
commencing at the beginning of its last taxation year 


1817 


S. 249(1) 


commencing before 1988 and ending at the end of 1987, 
a Canadian-controlled private corporation, so elects in its 
return of income under Part I of the said Act for its taxa- 
tion year that commenced before 1988 and would, but for 
this paragraph, have ended after 1987, that taxation year 
shall be deemed to have ended on’ December 31, 1987 
and a new taxation year of the corporation shall be 
deemed to have commenced immediately after that date: 


(b) where a corporation that was, throughout the period 
commencing at the beginning of its last taxation year 
commencing before July, 1988 and ending at the end of 
June, 1988, a private corporation other than a Canadian- 
controlled private corporation, so elects in its return of 
income under Part I of the said Act for its taxation year 
that commenced before July, 1988 and would, but for this 
paragraph, have ended after June, 1988, that taxation year 
shall be deemed to have ended on June 30, 1988 and a 
new taxation year of the corporation shall be deemed to 
have commenced immediately after that date: and 
(c) where paragraph (a) or (b) applies in respect of a cor- 
poration, it shall be deemed not to have established a fis- 
cal period on or before the date: referred to in paragraph 
(a) or (b), as the case may be, for the purposes of deter- 
mining the corporation’s fiscal period after that date. 
Regulations: 1104(1) (taxation year of individual for capital cost 
allowance purposes). 


Interpretation Bulletins: IT-172R: Capital cost. allowance — 
Taxation year of individuals: IT-184R: Deferred cash purchase tick- 
ets issued by Canadian Wheat Board: IT-363R2: Deferred profit 
sharing plans — deductibility of employer contributions and taxa- 
tion of amounts received by a beneficiary. 


(2) References to certain taxation years and 
fiscal periods — For the purposes of this Act, 


(a) a reference to a taxation year ending in an- 
other year includes a reference to a taxation year 
ending coincidentally with that other year; and 


(b) a reference to a fiscal period ending in a taxa- 
tion year includes a reference to a fiscal period 
ending coincidentally with that year. 


Related Provisions: 249(1) — “Taxation year”. 


History: Para. 249(2)(b) amended by 1995, c. 3, s. 53, applicable to 
fiscal periods that end after 1993. Para. (b) formerly read: 
(b) a reference to a fiscal period of a partnership ending in.a 
taxation year includes:a reference to a fiscal period of the 
partnership ending coincidentally with that year. 
Pre-RSC History: Subsec. 249(2) substituted by 1984, ¢. 45, s. 
93, applicable to taxation years and fiscal periods ending in the 
1985 and subsequent calendar years. Subsec. 249(2) formerly read: 


(2) Idem — For the purposes of this Act, a reference to a tax- 
ation year ending in another year includes a reference to a 
taxation year ending coincidentally with that other year. 


(3) Deemed year end where fiscal period 
exceeds 365 days — Notwithstanding subsection 
(1), where the fiscal period of a corporation exceeds 
365 days and by reason thereof the corporation does 
not have a taxation year that ends in a particular cal- 
endar year, for the purposes of this Act, the corpora- 
tion’s first taxation year ending in the immediately 
following calendar year shall be deemed to end on 
the last day of the particular calendar year. 


Pre-RSC History: Subsec. 249(3) added by 1977-78, c. 32, s. 55, 
applicable to taxation years ending after 1978. 
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(4) Year end on change of control — Where at 
any time control of a corporation (other than a cor- 
poration that is a foreign affiliate of a taxpayer resi- 
dent in Canada and that did not carry on a business 
in Canada at any time in its last taxation year begin- 
ning before that time) is acquired by a person. or 
group of persons, for the purposes of this Act, 


(a) subject to paragraph (c), the taxation year of 
the corporation that would, but for this paragraph, 
have included that time shall be deemed to have 
ended immediately before that time: 


(b) a new taxation year of the corporation shall be 
deemed to have commenced at that time; 


(c) subject to paragraph 128(1)(d), section 128/71, 
and paragraphs 142.6(1)(a) and 149(10)(a), and 
notwithstanding subsections (1) and (3), where 
the taxation year of the corporation that would, 
but for this subsection, have been its last taxation 
year that ended before that time would, but for 
this paragraph, have ended within the 7-day pe- 
riod that ended immediately before that time, that 
taxation year shall, except where control of the 
corporation was acquired by a person or group of 
persons within that period, be deemed to end im- 
mediately before that time where the corporation 
so elects in its return of income under Part I for 
that taxation year; and 


(d) for the purpose of determining the corpora- 
tion’s fiscal period after that time, the corporation 
shall be deemed not to have established a fiscal 
period before that time. 


Related Provisions: 149(10) — Exempt 
256(7)-(9) — Whether control acquired. 


History: Para. 249(4)(c) amended by 1995, c. 21, s. 60, applicable 
after February 22, 1994. Para. (c) formerly read: 


corporations; 


(c) subject to paragraph 128(1)(d), section 128.1 and para- 
graph 149(10)(a), and notwithstanding subsections (1) and 
(3), where the taxation year of the corporation that would, but 
for this subsection, have been its last taxation year that ended 
before that time would, but for this paragraph, have ended 
within the 7-day period that ended immediately before that 
time, that taxation year shall, except where control of the cor- 
poration was acquired by a person or group of persons within 
that period, be deemed to end immediately before that time 
where the corporation so elects in its return of income under 
Part I for that taxation year; and 


Para. 249(4)(c) substituted by 1994, c. 21, s. 110, applicable after 
1992 except that, where a corporation has elected in accordance 
with paragraph 111(4)(a) of 1994, c. 21 (see subsec. 250(5.1)), the 
amended para. applies to the time at which the corporation was first 
granted articles of continuation (or similar constitutional docu- 
ments) in any jurisdiction. That para. formerly read: 


(c) subject to paragraphs 88.1(c), 128(1)(d) and 149(10)(a), 
and notwithstanding subsections (1) and (3), where the taxa- 
tion year of the corporation that would, but for this subsec- 
tion, have been its last taxation year ending before that time 
and would, but for this paragraph, have ended within the 
seven day period ending immediately before that time, that 
taxation year shall, except where control of the corporation 
has been acquired by a person or group of persons within the 
seven day period ending immediately before that time, be 
deemed to end immediately before that time where the corpo- 
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ration so elects in its return of income under Part I for that 
taxation year; and 
That portion of subsec. 249(4) preceding para. (a) substituted by 
1994, c. 7, Sch. If (1991, c. 49), s. 193, applicable to acquisitions of 
control occurring after July 13, 1990. That portion formerly read: 


(4) Deemed year end where change of control occurs — 
Where, at any time, control of a corporation has been ac- 
quired by a person or group of persons, the following rules 
apply: 
Pre-RSC History: Subsec. 249(4) added by 1987, c. 46, s. 70, 
applicable with respect to acquisitions of control occurring after 
January 15, 1987 other than acquisitions of control occurring before 
1988 where the persons acquiring the control were obliged on that 
date to acquire the control pursuant to the terms of agreements in 
writing entered into on or before that date, except that a return of 
income required to be filed under the Act by a corporation for a 
taxation year that. is deemed by subsection 249(4) to have ended or 
commenced, as the case may be, may be filed on or before the day 
that is 90 days after December 17, 1987. 


Interpretation — “obliged to acquire or dispose of 
property or to acquire control of a corporation”.: 1987, c. 
46, s. 72 reads as follows: 


_ 72. For the purpose of this Act, a person shall be considered 
not to be obliged either to acquire or dispose of property or to 
acquire control of a corporation, as the case may be, if the. 
person may be excused from performing the obligation as a 
result of changes to the [Jncome Tax Act] affecting acquisi- 
tions or dispositions of property or acquisitions or control of 
corporations. 


Interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures; IT-302R3; Losses of a corpo- 
ration — the effect that acquisitions of control, amalgamations, and 
windings-up have on their deductibility — after January 15, 1987. 


1.T. Technical News: No. 7 (control by a group — 50/50 
arrangement). 


Definitions [s. 249]: “acquired” — 256(7)-(9); “business” — 
248(1)“business”; “calendar year’ — Interpretation Act 37(1)(a); 
“Canada” — 255; “carry on business in Canada” — 253; “con- 


trol” — 256(7)-(9); “corporation” — 248(1);, “fiscal period” — 
248(1), 249(2)(b), 249.1; “foreign affiliate” — 95(1), 248(1); “indi- 
vidual”, “person” — 248(1); “taxation year” — 249. 


249.1 (1) Definition of “fiscal period” — For the 
purposes of this Act, a “fiscal period” of a business 
or a property of a person or partnership means the 
period for which the person’s or partnership’s ac- 
counts in respect of the business or property are 
made up for purposes of assessment under this Act, 
but no fiscal period may end 


(a) in the case of a corporation, more than 53 
weeks after the period began, 


(b) in the case of 


(i) an individual (other than a testamentary 
trust or an individual to whom section 149 or 
149.1 applies), 

(ii) a partnership of which 


(A) an individual (other than a testamen- 
tary trust or an individual to whom section 
149 or 149.1 applies), 


(B) a professional corporation, or 


(C) a partnership to which this subpara- 
graph applies, 
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would, if the fiscal period ended at the end of the 
calendar year in which the period began, be a 
member of.the partnership in the period, or 


(iii) a professional corporation that would, if 
the fiscal period ended at the end of the calen- 
dar year in which the period ‘began; be in the 
period a member of a partnership: to which 
subparagraph (ii) applies, 


after the end of the calendar year in which the pe- 
riod began unless, in the case of a business, the 
business is not carried on in Canada or is a pre- 
scribed business, and 


(c) in any other case, more,than 12 months after 
the period began, 


and, for the purpose of this subsection, the activities 
of a person to whom section 149 or 149. 1 applies are 
deemed to be a business. 

Related Provisions: 25(1) — Optional continuation of year-end 
after disposing of business; 34.2 — Reserve in respect of 1995 stub 
period income; 96(1.1) — Allocation of share of income to retiring 
partner; 99(2) — Optional continuation of original year-end of part- 
nership that ceases to exist; 249.1(2), (3) — Interpretation; 249.1(4), 
(5) — Election for non-calendar year-end. 


1.T. Technical News: No. 8 (bankrupt eorpotaunacrrebanee of 
fiscal period). 


(2) Not a member of a partnership — For the 
purpose of subparagraph (1)(b)(ii) and subsection 
(4), a person or partnership that would not have a 
share of any income or loss of a partnership for a 
fiscal period of the partnership, if the period ended at 
the end of the calendar year in which the period be- 
gan, is deemed not to be a member of the partnership 
in that fiscal period. 


(3) Subsequent fiscal periods — Where a fiscal 
period of a business or a property of a person or part- 
nership ends at any time, the subsequent fiscal pe- 
riod, if any, of the business or property of the person 
or partnership is deemed to begin immediately after 
that time. 


(4) Alternative method — Paragraph (1)(b) does 
not apply to a fiscal period of a business carried on, 
throughout the period of time that began at the be- 
ginning of the fiscal period and ended at the end of 
the calendar year in which the fiscal period began, 


(a) by an individual (otherwise than as a member 
of a partnership), or 


(b) by an individual as a member of a partnership, 
where throughout that period 


(i) each member of the partnership is an indi- 
vidual, and 


(ii) the partnership is not a member of another 
partnership, 


where 
(c) in the case of an individual 
(i) who is referred to in paragraph (a), or 
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(ii) who is a member of a partnership no 
member of which is a testamentary trust, 


an election in prescribed form to have paragraph 
(1)(b) not apply is filed with the Minister by the 
individual on or before the individual’s filing-due 
date, and with the individual’s return of income 
under Part I, for the taxation year that includes 
the first day of the first fiscal period of the busi- 
ness that begins after 1994, and 


(d) in the case of an individual who is a member 
of a partnership a member of which is a testa- 
mentary trust, an election in prescribed form to 
have paragraph (1)(b) not apply is filed with the 
Minister by the individual on or before the earli- 
est of the filing-due dates of the members of the 
partnership for a taxation year that includes the 
first day of the first fiscal period of the business 
that begins after 1994. 


Related Provisions: 34.1(1) — Additional income adjustment 
where election made; 96(1.1) — Allocation of share of income to 
reliring partner; 96(3)— Election by members of partnership; 
249.1(5)— Alternative method not applicable to tax shelter; 
249.1(6) — Revocation of election; Reg. 600(b.1) — Late filing of 
election by January 31, 1998. 


(5) Alternative method not applicable to tax 
shelter investments — Subsection (4 ) does not 
apply to a particular fiscal period of a business 
where, in a preceding fiscal period or throughout the 
period of time that began at the beginning of the par- 
ticular period and ended at the end of the calendar 
year in which the particular period began, the ex- 
penditures made in the course of carrying on the bus- 
iness were primarily the cost or capital cost of tax 
shelter investments (as defined in subsection 
143.2(1)). 
History: Subsec. 249.1(5) amended by 1998, c. 19, s. 240; applica- 
ble to fiscal periods that begin after 1994. Subsec. 249.1(5) formerly 
read: 
(5) Alternative method not applicable to tax shelter — 
Subsection (4) does not apply to a particular fiscal period of a 
business where, in a preceding fiscal period or throughout the 
period of time that began at the beginning of the particular 
period and ended at the end of the calendar year in which the 
particular period began, the expenditures made in the course 
of carrying on the business were primarily the cost or capital 
cost of tax shelters (within the meaning assigned by subsec- 
tion 237.1(1)). 


(6) Revocation of election — Subsection (4) 
does not apply to fiscal periods of a business carried 
on by an individual that begin after the beginning of 
a particular taxation year of the individual where 


(a) an election in prescribed form to revoke an 
election filed under subsection (4) in respect of 
the business is filed with the Minister; and 


(b) the election to revoke is filed 
(i) in the case of an individual 


(A) who is not a member of a partnership, 
or 


(B) who is a member of a partnership no 
member of which is a testamentary trust, 
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by the individual on or before the individual’s fil- 
ing-due date, and with the individual’s return of 
income under Part I, for the particular taxation 
year, and 


(ii) in [the] case of an individual who is a 
member of a partnership a member of which 
is a testamentary trust, by the individual on or 
before the earliest of the filing-due dates of 
the members of the partnership for a taxation 
year that includes the first day of the first fis- 
cal period of the business that begins after the 
beginning of the particular year. 

Related Provisions: 

partnership. 


96(3) — Election by members of 


(7) Change of fiscal period — No change in the 
time when a fiscal period ends may be made for the 
purposes of this Act without the concurrence of the 
Minister. 

Related Provisions: 87(2)(j.91), (qq) — Change in fiscal period 
after amalgamation; 149(10)(a) — Change in fiscal period on be- 
coming or ceasing to be exempt; 249(4)(d) — Change in fiscal pe- 
riod allowed after change in control of corporation. 


Interpretation Bulletins: IT-179R: Change of fiscal period. 


History: S. 249.1 added by 1996, c. 21, s. 61, applicable to fiscal 
periods that begin after 1994. 


Definitions [s. 249.1]: “business” — 248(1): “calendar year” —~ 
Interpretation Act 37(1)(a); “Canada” — 255; “carried on in Can- 
ada” — 253; “corporation” — 248(1), Interpretation Act 35(1); “fil- 
ing-due date” — 150(1), 248(1): “individual” — 248(1); “mem- 
ber” — of partnership 249.1(2): “Minister” — 248(1); “person”, 
“prescribed”, “professional corporation”, “property” — 248(1): 
“testamentary trust” — 108(1), 248(1). 


250. (1) Person deemed resident — For the pur- 
poses of this Act, a person shall, subject to subsec- 
tion (2), be deemed to have been resident in Canada 
throughout a taxation year if the person 


(a) sojourned in Canada in the year for a period 
of, or periods the total of which is, 183 days or 
more; 


(b) was, at any time in the year, a member of the 
Canadian Forces; 


(Cc) was, at any time in the year, 


(i) an ambassador, minister, high commis- 
sioner, officer or servant of Canada, or 


(ii) an agent-general, officer or servant of a 
province, 


and was resident in Canada immediately prior to 
appointment or employment by Canada or the 
province or received representation allowances in 
respect of the year; 


(d) performed services, at any time in the year, in 
a country other than Canada under a prescribed 
international development assistance program of 
the Government of Canada and was resident in 
Canada at any time in the 3 month period preced- 
ing the day on which those services commenced; 


(d.1) was, at any time in the year, a member of 
the overseas Canadian Forces school staff who 
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filed his or her return for the year on the basis 
that the person was resident in Canada through- 
out the period during which the person was such 
a member; . bal 


(e) was resident in Canada in any previous year 
and was, at any time in the year, the spouse of a 
person described in paragraph (b), (c), (d) or (d.1) 
living with that person; or ey ie 


S. 250(1) 


(f) was at any time in the year a child of, and de- 
pendent for support on, an individual to whom 
paragraph (b), (c), (d) or (d.1) applies and the 
person’s income for the year did not exceed the 
amount used for the year under paragraph (c) of 
the description of B in subsection 118(1). 


Related Provisions: 6(1)(b)(ii), (iii) — No tax on certain al- 
lowances to deemed residents; 14(8) — Deemed residence in Can- 
ada for cumulative eligible capital recapture; 64.1 — Application to 
deemed resident; 94(1)(c)(i) — Offshore trust deemed resident in 
Canada; 110.6(5) — Deemed residence in Canada for capital gains 
exemption; 1 15(2) — Certain persons deemed employed in Canada; 
118.5(2) — Tuition credit — application to deemed residents; 
214(13)(a) — Regulations deeming person resident in Canada for 
purposes of Part XIIT; 250(3) — “Resident” includes ordinarily resi- 
dent: 252(4) — Extended meaning of “spouse”; Canada-U.S. tax 
treaty, Art. I1V:5 — Residence of government employee working in 
the other country. 
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History: Para. 250(1)(f) substituted by 1994, c. 21, subsec. 111(1), 
applicable to 1993 et seg. That subsec. formerly read: 


(f) was at any time in the year a child of an individual de- 
scribed in paragraph (b), (c), (d) or (d.1) and the person’s in- 
come for the year did not exceed the amount used under para- 
graph (c) of the description of B in subsection 118(1) for the 
year. 


Para. 250(1)(f) substituted by 1994, c. 7, Sch. VII (1992, c. 48), 
22, applicable to 1993 et seg. Para. (f) formerly read: 


” 


(f) was at any time in the year a child of a person described in 
paragraph (b), (c), (d) or (d.1) and a dependant, as described 
in paragraph 118(1)(d), of that person. 


Pre-RSC History: Para. 250(1)(f) substituted by 1988, c. 55, sub- 
sec. 189(1), applicable to 1988 et seq. Para. 250(1)(f) formerly read: 


(f) he was, at any time in the year, a child described in para- 
graph 109(1)(d) of a person described in paragraph (b), (c), 
(d) or (d.1). 


Para. 250(1)(d.1) added, paras. 250(1)(e), (f) substituted by 1980- 
81-82-83, c. 48, subsec. 109(1), to add “or (d.1)” in_ paras. 
250(1)(e), (f), applicable to 1980 er Seq. 


Selected Cases [subsec. 250(1)]: Naud v. MNR, [1993] 1 
C.T.C. 2008 (TCC) (Provision which deems foreign taxpayer resi- 
dent in Canada under certain circumstances does not preclude such 
taxpayer being resident in a given province; Minister not required to 
reimburse source deductions under Quebec Act): Griffiths v. The 
Queen, [1978] C.T.C. 372 (FCTD) (Retaining investments and boat 
registration in Canada not incompatible with severing Canadian res- 
idential ties); Strachan v. The Queen, [1973] C.T.C. 416 (FCTD) 
(Crown employee resident between 1963 and 1971 remained resi- 
dent after transfer to India). 


Regulations: 3400 (prescribed international development assis- 
tance program, for 250(1)(d)). 


Remission Orders: Income Earned in Quebec Income Tax Re- 
mission Order, P.C. 1989-1204 (remission to certain individuals 
linked with Quebec but not resident in a province on the last day of 
the year). 


Interpretation Bulletins: IT-91R4: Employment at spécial work 
sites or remote work locations; IT-106R2: Crown corporation em- 
ployees abroad; IT-178R3: Moving expenses; IT-193 SR: Taxable 
income of individuals resident in Canada during part of a year (Spe- 
cial Release); IT-221R2: Determination of an individual’s residence 
status; IT-447: Residence of trust or estate; IT-451R: Deemed dis- 
position and acquisition on ceasing to be or becoming resident in 
Canada; IT-513R: Personal tax credits; IT-516R2: Tuition tax 
credit. 


Forms: NR71: Determination of residency for spouses and depen- 
dent children; NR72: Determination of residency for employees 
posted abroad; NR73: Determination of residency status (leaving 
Canada); NR74: Determination of residency status (entering 
Canada). 


(2) Idem — Where at any time in a taxation year a 


person described in paragraph (1)(b), (c) or (d). 


ceases to be a person so described, or a person de- 
scribed in paragraph (1)(d.1) ceases to be a member 
of the overseas Canadian Forces school staff, that 
person shall be deemed to have been resident in Can- 
ada throughout the part of the year preceding that 
time and the spouse and child of that person who by 
reason of paragraph (1)(e) or (f) would, but for this 
subsection, be deemed to have been resident in Can- 
ada throughout the year shall be deemed to have 
been resident in Canada throughout that part of the 
year. 


Income Tax Act 


Pre-RSC History: Subsec. 250(2) substituted by 1988, c. 55, 

subsec. 189(2), applicable to 1988 et seg. Subsec. 250(2) formerly 

read: 
(2) Idem — Where, at any time in a taxation year, a person 
described in paragraph (1)(b), (c) or (d) ceases to be a person 
so described or a person described in paragraph (1)(d.1) 
ceases to be a member of the overseas Canadian Forces 
school staff, he shall be deemed to have been resident in Can- 
ada during the part of the. year preceding that time and his 
spouse and child who by virtue of paragraph (1)(e) or (f) 
would, but for this subsection, be deemed to have been resi- 
dent in Canada throughout the year, shall be deemed to have 
been resident in Canada during that part of the year. 

Subsec. 250(2) substituted by 1980-81-82-83, c. 48, subsec., 109(2), 

applicable to 1980 et seq. Subsec. (2) formerly read: 
(2) Where at any time in a taxation year a person described 
by paragraph (1)(b), (c) or (d) ceases to be a person so de- 
scribed, he shall be deemed to have been resident in Canada 
during the part of the year preceding that time and his spouse 
and child who by virtue of paragraph (1)(e) or (f) would, but 
for this subsection, be deemed to have been resident in Can- 
ada throughout the year, shall be deemed to have been resi- 
dent in Canada during that part of the year, 


Interpretation Bulletins: IT-193 SR: Taxable income of individ- 
uals resident in Canada during part of a year (Special Release). 


(3) Ordinarily resident — In this Act, a reference 
to a person resident in Canada includes a person who 
was at the relevant time ordinarily resident in 
Canada. ; 

Selected Cases [subsec. 250(3)]: Erikson vy. The Queen, 
[1975] C.T.C. 624 (FCTD) (Resident between 1958 and 1969 broke 
residential ties in 1970 despite keeping assets in Canada and re- 
turning during summer to visit children living with ex-wife); The 
Queen v. Reeder, [1975] C.T.C. 256 (FCTD) (Resident and em- 
ployee of Canadian subsidiary of foreign company abroad 246 days 
for training remained resident); Schujahn v.. MNR, [1962] C.T.C. 
364 (Exch) (Intention not relevant: residence is question of fact). 


Interpretation Bulletins: IT-193 SR: Taxable income of individ- 
uals resident in Canada during part of a year (Special Release); IT- 
221R2: Determination of a resident’s status. 


(4) Corporation deemed resident — For the 
purposes of this Act, a corporation shall be deemed 
to have been resident in Canada throughout a taxa- 
tion year if 


(a) in the case of a corporation incorporated after 
April 26, 1965, it was incorporated in Canada; 


(b) in the case of a corporation that 
(i) was incorporated before April 9, 1959, 


(ii) was, on June 18, 1971, a foreign business 
corporation (within the meaning of section 71 
of the Income Tax Act, chapter 148 of the Re- 
vised Statutes of Canada, 1952, as it read in 
its application to the 1971 taxation year) that 
was controlled by a corporation resident in 
Canada, 


(ili) throughout the 10 year period ending on 
June 18, 1971, carried on business in any one 
particular country other than Canada, and 


(iv) during the period referred to in subpara- 
graph (iii), paid dividends to its shareholders 
resident in Canada on which its shareholders 
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paid tax to the government of the country re- 
ferred to in that subparagraph, 


it was incorporated in Canada and, at any time in 
the taxation year or at any time in any preceding 
taxation year commencing after 1971, it was resi- 
dent in-Canada or cared on bes Picea in Canada; 
and 


(c) in the case. of;.a corporation incorporated 
before April 27,1965. (other than a.corporation to 
which subparagraphs (b)(@) to (iv) apply), it was 
incorporated. in’ Canada and, at any time inthe 
taxation year or at any time in any preceding tax- 
ation year of the corporation ending after April 
26, 1965, it was resident in Canada or carried on 
business in Canada. 
Related Provisions: 128.2 Di eee corporations take on 
residence status of amalgamated corporation; 214(13)(a) — Regula- 
tions deeming person resident in Canada for purposes of Part XIII; 
250(5) — Corporation deemed not ;resident; 250(5.1) — Continu- 
ance outside Canada. 
Selected Cases [subsec. 250(4)];. The Queen v: Gurd’s 
Products Co. Ltd., [1985] 2 C.T.C. 85 (FCA); leave to appeal to 
SCC refused (sub nom. Gurd’s Products Co. v. MNR) (1985), 64 
NR_-156 (note) (Canadian subsidiary through. which U:S. parent con- 
ducted business with Iraq held carrying on business in»Canada and 
deemed resident); Birmount Holdings Ltd. v. The Queen, [1978] 
C.T.C. 358 (FCA) (Company carrying on business in Canada where 
acquisition and disposition of real estate held adventure in nature of 
trade). 
1.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148. of the Revised Statutes of Canada, 1952”). 
Interpretation Bulletins: IT-451R: Deemed disposition and ac- 
quisition on ceasing to be or becoming resident in Canada. 


(5) Corporation deemed not resident — Not- 
withstanding subsection (4), for the purposes of this 
Act, a corporation, other than a prescribed. corpora- 
tion, shall be deemed to be not resident in Canada at 
any time if, by virtue of an agreement or convention 
between the Government of Canada and the govern- 
ment of another country that has the force of law in 
Canada, it would at that time, if it had income from a 
source outside Canada, not be subject to tax on that 
income under Part I. 


Related Provisions: 128.1(4) — Corporation becoming: non-resi- 


dent; 219.1 — Tax payable. when. corporation: becomes non- 
resident. 

Pre-RSC History: Subsec. 250(5) added by 1985, c. 45, s. 123, 
applicable 


(a) for the purposes of computing the income, taxable income 
earned in Canada and tax payable under Parts f and XIV by a 
corporation deemed to be not resident in Canada by virtue of 
subsection 250(5), for taxation years Sonny geal alicr May 9, 
1985; 


(b) for the purposes of section 69, with respect to transactions 
or events occurring after May 9, 1985; 


(c) for the purposes of Part XIII, with respect to amounts paid 
or credited to any such corporation after, May 9, 1985; and 


(d) for other, purposes of the Act, after May, 9, 1985) 
Regulations: No prescribed corporations to. date. 


Interpretation Bulletins: JT-137R3: Additional tax on certain 
corporations carrying on.business in Canada. 


S. 250(6)(a)(i) 


(5.1) Continued corporation — Where a corpo- 
ration is at any time (in this subsection referred to as 
the “time of continuation”) granted articles of con- 
tinuance (or similar constitutional documents) in a 
particular jurisdiction, the corporation shall 


(a) for the purposes of applying this Act (other 
than subsection (4)) in respect of all times from 
the time of continuation until the time, if any, of 
continuation in a_ different jurisdiction, be 
deemed to have been incorporated i in the particu- 
lar jurisdiction and not to have been incorporated 
in any other jurisdiction; and 
(b) for the purpose of applying subsection (4) in 
respect of all times from the time of continuation 
until the time, if any, of continuation in a differ- 
ent jurisdiction, be deemed to have been incorpo- 
rated in the particular jurisdiction at the time of 
continuation and not to have been incorporated in 
any other jurisdiction. 

Related Provisions: 54“superficial loss’(c) —Non-application 

of superficial loss rule where corporation has elected for 250(5.1) to 

apply before 1993; 88.1 — Repeal of 88.1 before 1993 where cor- 


poration so elects; Canada-U.S. tax treaty Art. 1V:3 — Continuation 
in other jurisdictions. 


History: Subsec. 250(5.1) added OY, 1994, ‘ce. 21, subsec. 111(2), 
applicable to 
(a) a corporation that was at any time before 1993 granted arti- 
cles of continuance or similar constitutional documents in a ju- 
risdiction and that elects, by notifying Revenue Canada in writ- 
ing before the end of December 1994, to have subsec. 250(5.1) 
apply to those articles or other documents, from the time at 
which the corporation was granted those articles or other docu- 
ments, and 
(b) a corporation with respéect'to articles of continuance or simi- 
lar constitutional documents granted after 1992, except where 


(1) the articles or other documents were granted before July 
1994, 
(11) arrangements, evidenced in writing, for obtaining the 
articles or other documents were substantially advanced 
before December 21, 1992, and 
(iii) the corporation elects, by notifying Revenue Canada in 
writing before the end of Deere 1994, to have subsec. 
250(5.1) not apply, 
and, notwithstanding subsections 152(4) to (5), such assessments 
and determinations in respect of any taxation year shall be made as 
are necessary to give effect to elections made under paragraph (a). 


Interpretation Bulletins: IT-137R3: Additional tax on certain 
corporations carrying on business in Canada. 


(6) Residence of international shipping cor- 
poration — For the purposes of this Act, a corpora- 
tion that was incorporated or otherwise formed under 
the laws of a country other than Canada or of a state, 
province or other political subdivision of such a 
country shall be deemed to be resident in that coun- 
try throughout a taxation year and not to be resident 
in Canada at any time in the year, where 
(a) the corporation 
(i) has as its principal business.in the year.the 
operation of ships that are used primarily in 


transporting passengers or goods in interna- 
tional traffic (determined on the assumption 
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that the corporation is non-resident and that, 
except where paragraph (c) of the definition 
“international traffic” in subsection 248(1) ap- 
plies, any port or other place on the Great 
Lakes or St. Lawrence River is in Canada), or 


(ii) holds throughout the year shares of one or 
more other corporations, each of which 


(A) is a subsidiary wholly-owned corpora- 
tion of the corporation as defined by sub- 
section 87(1.4), and 


(B) is deemed by this subsection to be resi- 
dent in a country other than Canada 
throughout the year, 


and at no time in the year is the total of the 
cost. amounts. to the corporation of all those 
shares less than 50% of the total of the cost 
amounts to it of all its property; 


(b) all or substantially all of the corporation’s 
gross revenue for the year consists of 


(i) gross revenue from the operation of ships 
in transporting passengers or goods in that in- 
ternational traffic, 


(ii) dividends from one or more other corpora- 
tions each of which 


(A) is a subsidiary wholly-owned corpora- 
tion of the corporation, as defined by sub- 
section 87(1.4), and 


(B) is deemed by this subsection to be resi- 
dent. in a country. other than Canada 
throughout each of its taxation years that 
began after February 1991 and before the 
last time at which it paid any of those divi- 
dends, or 


(iii) a combination of amounts described in 
subparagraph (i) or (ii); and 
(c) the corporation was not granted articles of 
continuance in Canada before the end of the year. 
Related Provisions: 81(1)(c) — Amounts. not included in in- 
come — ship or aircraft of non-residents; Canada-U.S.- tax treaty, 
Art. VIII — International shipping. 
History: Paras. 250(6)(a) and (b) amended by 1998, c. 19, s. 241, 
applicable to 1995 et seq. Paras, 250(6)(a) and (b) formerly read: 
(a) the corporation’s principal business in the year consists of 
the operation of ships that are used primarily in transporting 
Passengers or goods in international traffic (determined on 
the assumption that the corporation is non-resident and that, 
except where paragraph (c) of the definition “international 
_traffic” in subsection 248(1) applies, any port or other place 
on the Great Lakes or St. Lawrence River is in Canada); 


(b) all or substantially all of the corporation’s gross revenue 
for the year is from the operation of ships in transporting pas- 
sengers or goods in such international traffic: and 


Subsec. 250(6) added by 1994, c. 7, Sch. II (1991, c. 49), s. 194, 
applicable to taxation years commencing after February 1991. 


(7) Residence of a qualifying environmental 
trust — For the purposes of this Act, where a trust 
resident in Canada would be a qualifying environ- 
mental trust at any time if it were resident at that 
time in the province in which the site to which the 
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trust relates is situated, the trust is deemed to be resi- 
dent at that time in that province and in no other 
province. 


History: Subsec. 250(7) amended by 1998, c. 19, s. 67, applicable 
after 1995. Subsec. 250(7) formerly read: 


(7) Residence of a mining reclamation trust — For the 
purposes of this Act, where a trust resident in Canada would 
be a mining reclamation trust at any time if it were resident at 
that time in the province in which the mine to which the trust 
relates is situated, the trust shall be deemed to be resident at 
that time in that province and in no other province. 


Subsec. 250(7) added by 1995, c. 3, s. 54, applicable after 1993. 


Definitions [s. 250]: “business” — 248(1); “Canada” — 255: 
“child” — 252(1); “corporation”, “employment”, “gross reve- 
nue” — 248(1); “incorporated in Canada” — 248(1)“corporation in- 
corporated in Canada”; “international traffic”, “overseas: Canadian 
Forces school staff”, “person”, “prescribed” — 248(1); “prov- 
ince” — Interpretation Act 35(1); “qualifying environmental 
trust” — 248(1); “servant” — 248(1)“employment”: “spouse” — 
252(4)(a); “subsidiary wholly-owned corporation” — 87(1.4), 
248(1); “taxation year” — 249. 


251. (1) Arm’s length — For the purposes of this 
Act, 


(a) related persons shall be deemed not to deal 
with each other at arm’s length; and 


(b) it is a question of fact whether persons not re- 

lated to each other were at a particular time deal- 

ing with each other at arm’s length. 
Related Provisions: 55(4) — Arm’s length dealings; 55(5)(e) — 
Siblings deemed to deal at arm’s length for purposes of s. 55; 
66(17) — Non-arm’s length partnerships; 84.1(2)(b), (d) — Non- 
arm’s length sale of shares; 88(1)(d.2) — Whether parties dealing at 
arm’s length for bump of cost base of property on windup of corpo- 
ration; 95(2.1) — Whether taxpayer dealing with foreign affiliate at 
arm’s length for certain purposes; 143.2(14) — Parties deemed not 
dealing at arm’s length for tax shelter cost calculation where infor- 
mation located outside Canada; 212.1(3)(c) — Non-arm’s length 
sales of shares by non-residents; 247 — Calculation of profit on 
non-arm’s length transactions with non-residents (transfer pricing); 
Reg. 1102(20) — Taxpayers deemed at arm’s length for certain pur- 
poses relating to depreciable property; Reg. 1204(1.2) — Whether 
partners and partnerships deal at arm’s length for purposes of re- 
source allowance. 
Selected Cases [subsec. 251(1)]: Gosselin v. R., [1997] 2 
C.T.C. 2830 (TCC) (50-50 shareholding meant factual non-arm’s 
length); Robson Leather Co. Ltd. v. MNR, [1977] C.T.C. 132 (FCA) 
(Sale of patent rights not at arm’s length where both companies  in- 
directly controlled by same individual); Swiss Bank Corp. v. MNR, 
[1972] C.T.C. 614 (SCC) (Interposition of managing agent between 
payor and payee of interest did not create arm’s length relation). 
Interpretation Bulletins: IT-419R: Meaning of arm’s length. 


Advance Tax Ruling: ATR-58: Divisive reorganization. 


(2) Definition of “related persons” — For the 
purpose of this Act, “related persons”, or persons re- 
lated to each other, are 


(a) individuals connected by blood relationship, 
marriage or adoption; 


(b) a corporation and 


(1) a person who controls the corporation, if it 
is controlled by one person, 


(ii) a person who is a member of a related 
group that controls the corporation, or 
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(iii) any person related to a person described 
in subparagraph (i) or (ii); and 


(c) any two corporations 


(i) if they are controlled by the same person or 
group of persons, 


(ii) if each of the corporations is controlled by 
one person and the person who controls one of 
the corporations is related to the person who 
controls the other corporation, 


(iii) 1f one of the corporations is controlled by 
one person and that person is related to any 
member of a related group that controls the 
other corporation, 


(iv) if one of the corporations is controlled by 
one person and that person is related to each 
member of an unrelated group that controls 
the other corporation, 


(v) if any member of a related group that con- 
trols one of the corporations is related to each 
member of an unrelated group that controls 
the other corporation, or 


(vi) if each member of an unrelated group that 
controls one of the corporations is related to at 
least one member of an unrelated group that 
controls the other corporation. 
Related Provisions: 55(5)(e) — Siblings deemed not related for 
purposes of s. 55; 80(2)G) — Interpretation of “related” for debt 
forgiveness rules;  104(5.7)(b) — Designated contributor; 
190.15(6) — Related financial institution; 248(14) — Corporations 
deemed related for certain purposes; 251(3) — Corporations related 
through a third corporation; 251(3.1), (3.2) — Amalgamated corpo- 
ration deemed related to predecessors; 251(6) — Meaning of blood 
relationship, marriage and adoption; 252(4)(b) — Meaning of “mar- 
riage”; Canada-U.S. tax treaty, Art. [IX:2 —- Meaning of “related” 
for treaty purposes. 
Selected Cases [subsec. 251(2)]: Duha Printers (Western) Ltd. 
v. Canada, {1996] 3 C.T.C. 19 (FCA) (Losses not deductible where 
control prior to amalgamation not established); The Queen v. Mars 
Finance Inc, et al., [1980] C.T.C. 216 (FCTD) (Where de jure con- 
trol established, issue of de facto control could not be considered). 


Interpretation Bulletins: IT-363R2: Deferred profit sharing 
plans — deductibility of employer contributions and taxation of 
amounts received by a beneficiary; IT-419R: Meaning of arm’s 
length; IT-495R2: Child care expenses; IT-513R: Personal tax 
credits. 


(3) Corporations related through a third cor- 
poration — Where two corporations are related to 
the same corporation within the meaning of subsec- 
tion (2), they shall, for the purposes of subsections 
(1) and (2), be deemed to be related to each other. 


(3.1) Relation where amalgamation or 
merger — Where there has been an amalgamation 
or merger of two or more corporations and the new 
corporation formed as a result of the amalgamation 
or merger and any predecessor corporation would 
have been related immediately before the amalgama- 
tion or merger if the new corporation were in exis- 
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tence at that time, and if the persons who were the 
shareholders of the new corporation immediately af- 
ter the amalgamation or merger were the sharehold- 
ers of the new corporation at that time, the new cor- 
poration and any such predecessor corporation shall 
be deemed to have been related persons. 


Related Provisions: 251(3.2) — Further deeming on amalgama- 
tion of related corporations. 


Pre-RSC History: Subsec. 251(3.1) added by 1980-81-82-83, c. 
140, s. 129, applicable after November 12, 1981. 


Interpretation Bulletins: See list at end of s. 251. 


(3.2) Amalgamation of related corpora- 
tions — Where there has been an amalgamation or 
merger of 2 or more corporations each of which was 
related (otherwise than because of a right referred to 
in paragraph (5)(b)) to each other immediately 
before the amalgamation or merger, the new corpo- 
ration formed as a result of the amalgamation or 
merger and each of the predecessor corporations is>4 
deemed to have been related to each other. 


History: Subsec. 251(3.2) added by 1998, c. 19, subsec. 242(1), 
applicable to amalgamations and mergers that occur after 1996. 


(4) Definitions concerning groups — In this 
Act, 


“related group” means a group of persons each 
member of which is related to every other member 
of the group; 

Pre-RSC History: Definition “related group” was para. 
251(4)(a). 


“unrelated group” means a group of persons that is 
not a related group. 


Pre-RSC History: Definition. “unrelated group” was para. 
251(4)(b). 


(5) Control by related groups, options, etc. — 
For the purposes of subsection (2) and the definition 
“Canadian-controlled private corporation” in subsec- 
tion 125(7), : 


(a) where a related group is in a position to con- 
trol a corporation, it shall be deemed to be a re- 
lated group that controls the corporation whether 
or not it is part of a larger group by which the 
corporation is in fact controlled; 


(b) where at any time a person has a right under a 
contract, in equity or otherwise, either immedi- 
ately or in the future and either absolutely or 
contingently, 


(i) to, or to acquire, shares of the capital stock 
of a corporation or to control the voting rights 
of such shares, the person shall, except where 
the right is not exercisable at that time be- 
cause the exercise thereof is contingent on the 
death, bankruptcy or permanent disability of 
an individual, be deemed to have the same po- 
sition in relation to the control of the corpora- 
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tion as if the person owned the shares at that 
time, 


(1i) to cause a corporation to redeem, acquire 
or cancel any shares of its capital stock owned 
by other shareholders of the corporation, the 
person shall, except where the right is not ex- 
ercisable at that time because the exercise 
thereof is contingent on the death, bankruptcy 
or permanent disability of an individual, be 
deemed to have the same position in relation 
to the control of the corporation as if the 
shares were so redeemed, acquired or can- 
celled by the corporation at that time, 


(ii) to, or to acquire or control, voting rights 
in respect of shares of the capital stock of a 
corporation, the person is, except where the 
right is not exercisable at that time because its 
exercise is contingent on the death, bank- 
ruptcy or permanent disability of an individ- 
ual, deemed to have the same position in rela- 
tion to the control of the corporation as if the 
person could exercise the voting rights at that 
time, or 


(iv) to cause the reduction of voting rights in 
respect of shares, owned by other sharehold- 
ers, of the capital stock of a-corporation, the 
person is, except where the right is not exer- 
cisable at that time because its exercise is con- 
tingent on the death, bankruptcy or permanent 
disability of an individual, deemed to have the 
Same position in relation to the control of the 
corporation as if the voting rights were so re- 
duced at that time; and 


(c) where a person owns shares in two or more 
corporations, the person shall as shareholder of 
one of the corporations be deemed to be related 
to himself, herself or itself as shareholder of each 
of the other corporations. 


Related Provisions: 110.6(14)(b) — Right under. share purchase 
agreement does not trigger 251(5)(b) for purposes of capital gains 
exemption; 256(8) — Deemed acquisition of shares. 


History: The opening words of para. 251(5)(b) amended, subparas. 
251(5)(b)(iii) and (iv) added, by 1998, c. 19, subsecs. 242(2), (3), 
applicable after April 26, 1995. The opening words formerly read: 


(b) where a person has a right under a contract, in equity or 
otherwise, either immediately or in the future and either abso- 
lutely or contingently: 


Subparas. 251(5)(b)(i), (ii) substituted by 1994, c. 7, Sch. If (1991, 
c. 49), s. 195, applicable after July 13, 1990, Subparas. 251(5)(b)(i), 
(ii) formerly read: 


(i) to, or to acquire, shares in a corporation, or to control the 
voting rights of shares in a corporation, the person shall, ex- 
cept where the contract provides that the right is not exercisa- 
ble until the death, bankruptcy or permanent disability of an 
individual designated therein, be deemed to have the same 
position in relation to the control of the corporation as if the 
person owned the shares, or 


(ii) to cause a corporation to redeem, acquire or cancel any 
shares of its capital stock owned by other shareholders of the 
corporation, the person shall, except where the contract pro- 
vides that the right“is not exercisable until the death, bank- 
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Tuptcy or permanent disability of an individual designated 
therein, be deemed to have the same position in relation to the 
control of the corporation as if the shares were redeemed, ac- 
quired or cancelled by the corporation; and 


Pre-RSC History: That portion of subsec. 251(5) preceding para. 
(c) substituted by 1988, c. 55, subsec., 190(1), applicable 


(a) for taxation years commencing after 1988, and 


(b) to the 1989 taxation year commencing in 1988 of a 
corporation 


(i) that was incorporated, or formed as a result of an amal- 
gamation, after February 10, 1988, 


(i1) that acquired after February 10, 1988 from a person 
with whom the corporation did not deal at arm’s length all 
or substantially all of the assets used by it in its business, or 


(iii) where that taxation year did not end on approximately 
the same calendar date in 1989 as the calendar date in 1987 
on which a 1987 taxation year; if any, of the corporation 
ended. 


That portion of subsec. 251(5) preceding para. (c) formerly read: 


(5) Control by related groups, options, etc. — For the pur- 
poses of paragraph 125(7)(b), subsection (2).and section 256, 


(a) where a related group is in a position to control a cor- 
poration, it shall be deemed to be a related group that 
controls the corporation whether or not it is part of a 
larger group by whom the corporation is in fact 
controlled; 


(b) a person who had a right under a contract, in equity or 
otherwise, either immediately or in the future and either 
absolutely or contingently, to, or to. acquire, shares in a 
corporation, or to control the voting rights of shares in a 
corporation, shall, except where the contract provided 
that the right is not exercisable until the death of an indi- 
vidual designated therein, be deemed to have had the 
same position in relation to the control of the corporation 
as if he owned the shares; and | 


That portion of subsec. 251(5) preceding para. (a) substituted by 
1984, c. 45, s:.94, to add reference to para. 125(7)(b), applicable to 
1986 et seg. 


Selected Cases [subsec. 251(5)]: .T. Hoy Holdings Ltd. v. R., 
[T997 P2'CAPIY 287 456RGC) (Right to redeem shares under certain 
circumstances not contemplated under former provision); The 
Queen vy. Lusita Holdings Ltd., [1984] C.T.C. 335 (FCA) (Power to 
force resignation of other trustee did not give co-trustee the “right to 
control the voting rights of the shares” owned by trust); Rostal Sales 
Agency Ltd. v. The Queen, [1983] C.T.C. 5 (FCTD) (Trust settlor 
without power to remove trustee had no control over shares owned 
by trust); Toric Optical Ltd. v. The Queen, [1978]. C.T.C: 436 
(FCTD) (For purposes of former paragraph 139(5d)(b) [now para- 
graph 251(5)(b)], right to acquire “shareholder equity” is same as 
right to acquire shares). 

Interpretation Bulletins: IT-64R3: Corporations: association and 
control — after 1988; IT-151R4: Scientific research and experimen- 
tal development expenditures; IT-243R4: Dividend refund to private 
corporations; IT-302R3; Losses of a corporation — the effect that 
acquisitions of control, amalgamations, and windings-up have on 
their deductibility — after January: 15,1987; IT-400: Exploration 
and development expenses — meaning of principal-business. corpo- 
ration; IT-458R: Canadian-controlled private corporation, 


Advance Tax Ruling: ATR-13: Corporations not associated;. 


(6) Blood relationship, etc. — For the purposes 
of this Act, persons are connected by 


(a) blood relationship if one is the child or other 
descendant of the other or one is the brother or 
sister of the other; 
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(b) marriage if one is married to the other or to a 
person who is so connected by blood relationship 
to the other; and | 


(c) adoption if one has been adopted, either le- 
gally or in fact, as the child of the other or as the 
child of a person who is so connected by blood 
relationship (otherwise than as a brother or sister) 
to the other. 
Pre-RSC History: That portion of subsec. 251(6) preceding para. 
(a) substituted by 1988, c. 55, subsec. 190(2), applicable to 1988 et 
seq. That portion formerly read: 
(6) Persons related by blood relationship, etc. — For the 
purposes of this Act, other than clause 109(1)(b)(ii)(C), 
All that portion of subsec. 251(6) preceding para. (a) amended by 
1984, c. 1, s. 105, to substitute “clause 109(1)(b)(ii)(C)” for “clause 
109(1)(b)(@1)(B)”. 
All that portion of subsec, 251(6) preceding para. (a) substituted by 
1974-75-76, c. 26, s. 126, to add “other than clause 
109(1)(b)G1)(B)”, applicable to 1972 et seq. 
Selected Cases [s. 251]: Alteco Inc. v. Canada, [1993] 2 C.T.C. 
2087 (TCC) (Holder of 51 percent of shares not in control of or 
related to corporation where composition of board of directors de- 
termined under unanimous shareholder agreement). 
Interpretation Bulletins [subsec. 251(6)]: IT-495R2: Child 
care expenses; IT-513R: Personal tax credits. 
Definitions [s. 251]: “brother” — 252(2); “child” — 252(1); 
“corporation”, “individual” — 248(1); “marriage” — 252(4)(b); 
“married” — 252(4)(c); “person” — 248(1); “related group” — 
251(4); “share”, “shareholder” — 248(1); “sister” — 252(2); “unre- 
lated group” — 251(4). 
Interpretation Bulletins [s. 251]: IT-419R: Meaning of “arm’s 
length”. 
Information Circulars [s. 251]: 80-10R: Registered charities: 
operating a registered charity. 


251.1 (1) Definition of “affiliated persons” — 
For the purposes of this Act, “affiliated persons”, or 
persons affiliated with each other, are 


(a) an individual and a spouse of the individual; 
(b) a corporation and 
(1) a person by whom the corporation is 
controlled, 
(i1) each member of an affiliated group of per- 
sons by which the corporation is controlled, 
and 
(i1i) a spouse of a person described in subpara- 
graph (i) or (ii); 
(c) two corporations, if 


(i) each corporation is controlled by a person, | 


and the person by whom one corporation is 
controlled is affiliated with the person by 
whom the other corporation is controlled, 


(11) one corporation is controlled by a person, 
the other corporation is controlled by a group 
of persons, and each member of that group is 
affiliated with that person, or 


(111) each corporation is controlled by a group 
of persons, and each member of each group is 
affiliated with at least one member of the 
other group; 
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(d) a corporation and a partnership, if the corpo- 
ration is controlled by a particular group of per- 
sons each member of which is affiliated with at 
least one member of a majority-interest group of 
partners of the partnership, and each member of 
that majority-interest group is affiliated with at 
least one member of the particular group; 


(e) a partnership and a majority interest partner of 
the partnership; and 


(f) two partnerships, if 


(i) the same person is a majority-interest part- 
ner of both partnerships, 


(ii) a majority-interest partner of one partner- 
ship is affiliated with each member of a ma- 
jority-interest group of partners of the other 
partnership, or 


(iii) each member of a majority-interest group 
of partners of each partnership is: affiliated 
with at least one member of a majority-inter- 
est group of partners of the other partnership. 


Related Provisions: 251.1(3), (4)—Definitions and 
interpretation. 


History: Subsec. 251.1(1) added by 1998, c. 19, s. 243, applicable 
after April 26, 1995. 


I.T. Technical News: No. 9 (loss consolidation within a corporate 
group — “affiliated” test to apply). 


(2) Affiliation where amalgamation § or 
merger — Where at any time 2 or more corpora- 
tions (in this subsection referred to as the “‘predeces- 
sors”) amalgamate or merge to form a new corpora- 
tion, the new corporation and any predecessor are 
deemed to have been affiliated with each other 
where they would have been affiliated with each 
other immediately before that time if 


(a) the new corporation had existed immediately 
before that time; and 


(b) the persons who were the shareholders of the 
new corporation immediately after that time had 
been the shareholders of the new corporation im- 
mediately before that time. 


History: Subsec. 251.1(2) added by 1998, c. 19, s. 243, applicable 
after April 26, 1995. 


(3) Definitions — The definitions in this subsec- 
tion apply in this section. 


“affiliated group of persons” means a group of per- 
sons each member of which is affiliated with every 
other member. 


“controlled” means controlled, directly or indirectly 
in any manner whatever. 


‘“‘majority-interest group of partners” of a partner- 
ship means a group of persons each of whom has an 
interest in the partnership such that 

(a) if one person held the interests of all members 


of the group, that person would be a majority in- 
terest partner of the partnership; and 
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(b) if any member of the group were not a mem- 
ber, the test described in paragraph (a) would not 
be met. 


History: Subsec. 251.1(3) added by 1998, c. 19, s. 243, applicable 
after April 26, 1995. 


(4) Interpretation — For the purposes of this 
section, 


(a) persons are affiliated with themselves; and 


(b) a person includes a partnership. 

History: Subsec. 251.1(4) added by 1998, c. 19, s. 243, applicable 
after April 26, 1995. 

Definitions [s. 251.1]: “affiliated” — 251.1(1), (4)(a): “affiliated 
group’ — 251.1(3); “controlled” — 251: 1(3), 256(5.1); “corpora- 
tion” — 248(1), Interpretation Act 35(1); “individual” — 248(1): 
“majority-interest group of partners” — 251.1(3): “majority interest 
partner” — 248(1); “person” — 248(1), 251.1(4)(b); “spouse” — 
252(4)(a). 


252. (1) Extended meaning of “child” — In this 
Act, words referring to a child of a taxpayer include 


(a) a person of whom the taxpayer is the natural 
parent whether the person was born within or 
outside marriage; 


(b) a person who is wholly dependent on the tax- 
payer for support and of whom the taxpayer has, 
or immediately before the person attained the age 
of 19 years had, in law or in fact, the custody and 
control; 


(c) a child of the taxpayer’s spouse; 
(d) an adopted child of the taxpayer; and | 


(e) a spouse of a child of the taxpayer. 


Related Provisions: 70(10) — Extended meaning of “child” for 
certain purposes; 75.1(2) —Extended meaning of “child”; 
110.6(1) — Extended meaning of “child” for purposes of capital 
gains exemption; 252(4)(a) — Extended meaning of “spouse”. 
Pre-RSC History: Para. 252(1)(b) amended to substitute “before 
the person attained the age of 19 years had,” for “before the person 
attained the age of 21 years did have,” by 1988,.c. 55, subsec. 
191(1), applicable to 1988 et seg. 


Subsec. 252(1) substituted by 1985, c. 45, s, 124, applicable to 1985 
et seq. Subsec. 252(1) formerly read: 


252. (1) Extended meaning of child — In this Act, words 
referring to a child of a taxpayer include 


(a) an illegitimate child of the taxpayer, 
(b) a person who is wholly dependent on the taxpayer for 
support and of whom the taxpayer has, or immediately 


before such person attained the age of 21 years did-have, 
in law or in fact, the custody and control, 


(c) a daughter-in-law or son-in-law of the taxpayer, and 
(d) a child of the taxpayer’s spouse and, for greater cer- 
tainty, an adopted child of the taxpayer. 
Para. 252(1)(d) added by 1980-82-83, c. 48, s. 110, applicable to 
1979 et seq. 
I.T. Application Rules: 20(1.11) (extended meaning of “child” re 
disposition of depreciable property owned since before 1972).; 
26(20) (extended meaning of “child” re transfer of farmland owned 
since before 1972). 


Interpretation Bulletins: IT-120R4: Principal residence; IT- 
268R4: Inter vivos transfer of farm property to child: IT-349R3: In- 
tergenerational transfers of farm property on death; IT-495R2: 


“former 
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Child care expenses; IT-513R: Personal-tax credits: IT-516R2: Tui- 
tion tax credit. 


(2) Relationships — In this Act, words referring 
to 


(a) a parent of a taxpayer include a person 
(i) whose child the taxpayer is, 


(11) whose child the taxpayer had previously 
been within the meaning of paragraph (1)(b), 
or 


(iii) who is a parent of the taxpayer’s spouse; 
(b) a brother of a taxpayer include a person who 
is 

(i) the brother of the taxpayer’s spouse, or 

(ii) the spouse of the taxpayer’s sister: 

(c) a sister of a taxpayer include a person who is 

(i) the sister of the taxpayer’s spouse, or 

(ii) the spouse of the taxpayer’s brother: 


(d) a grandparent of a taxpayer include a person 
who is 


(i) the grandfather or grandmother of the tax- 
Ppayer’s spouse, or 


(i1) the spouse of the taxpayer’s grandfather or 
grandmother; . 


(e) an aunt or great-aunt of a taxpayer include the 
spouse of the taxpayer’s uncle or great-uncle, as 
the case may be; 


(f) an uncle or great-uncle of a taxpayer include 
the spouse of the taxpayer’s aunt or great-aunt, as 
the case may be; and . 


(g) a niece or nephew of a taxpayer include the 
niece or nephew, as the case may be, of the tax- 
Payer’s spouse. 
Related Provisions: 252(1) — Extended meaning of “child”; 
252(4)(a) — Extended meaning of “spouse”. 
History: Subsec. 252(2) amended by 1994, ¢. 7, Sch. VIII (F993.-c. 
24), subsec. 140(1), applicable after 1992. Subsec. (2) formerly 
read: 
(2) Definitions concerning parents and other relatives — 
In this Act, words referring to a parent of a taxpayer include a 
person whose child the taxpayer is, in the taxation year in re- 
spect of which the expression is being employed, within the 
meaning of subsection (1). or whose child the taxpayer had 
previously been within the meaning of paragraph (1)(b), and 
(a) “brother” includes brother-in-law; ; 
(b) “grandparent” includes grandmother-in-law and 
grandfather-in-law; ; . 
(c) “parent” includes mother-in-law and father-in-law: 
and 
(d) “sister” includes sister-in-law. 
Interpretation Bulletins: IT-349R3: Intergenerational transfers 
of farm property on death; IT-513R: Personal tax credits; IT-516R2: 
Tuition tax credit. 


(3) Extended meaning of “spouse” and 
Spouse” —For the purposes of 
paragraphs 56(1)(b) and (c), section 56.1; paragraphs 
60(b), (c) and (j), section 60.1, subsections 70(6) and 
(6.1), 73(1) and (5) and 104(4), (5.1) and:(5.4), the 
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‘ 


definition “pre-1972 spousal trust” in subsection 
108(1), subsection’ 146(16), subparagraph 
146.3(2)(f(iv), paragraph 146.3(14)(b), subsections 
147.3(5) and (7) and 148(8.1) and (8.2), subpara- 
graph 210(c)(ii) and subsections 248(22) and (23), 
“spouse” and “former spouse” of a particular indi- 
vidual include another individual of the opposite sex 
who is a party to a voidable or void marriage with 
the particular individual. 


Related Provisions: 147.1(1) — RPP — Definition of spouse; 
252(4) — Extended meaning of “spouse”; Reg. 8500(5) — Rule in 
252(3) applies to Regs. 8500-8520. ; 


History: Subsec. 252(3) amended by 1994, c. 7, Sch. VIII (1993, c. 
24), subsec. 140(2), applicable to 1991 et seg. Subsec. (3) formerly 
read: 


(3) Extended meaning of “spouse” and “former 
~ spouse” — For the purposes of paragraphs 56(1)(b) and (c), 
section 56.1, paragraphs 60(b), (c) and (j), section 60.1, sub- 
sections 73(1) and 146(16), subparagraph 146.3(2)(f)(iv), par- 
agraph 146.3(14)(b), subsections 147.3(5) and (7) and 
148(8.1) and (8.2), subparagraph 210(c)(ii) and subsections 
248(22) and (23), “spouse” and ‘former spouse” include a 
party to a voidable or void marriage, as the case may be. 


Subsec. 252(3) substituted by 1994, c. 7, Sch. II (1991, c. 49), 
196, applicable after 1989. Subsec. 252(3) formerly read: 


n 


(3) Extended meaning of “spouse” and “former 
spouse” — For the purposes of paragraphs 56(1)(b) and (c), 
section 56.1, paragraphs 60(b), (c) and (j), section 60.1, sub- 
sections 73(1) and 146(16), subparagraph 146.3(2)(f)(iv), par- 
agraph 146.3(14)(b), subsections 147.3(5) and (7) and 148(8) 
and subparagraph 210(c)(ii), “spouse” and “former spouse” 
include a party to a voidable or void marriage, as the case 
may be. 


Pre-RSC History: Subsec. 252(3) substituted by 1990, c. 35, s. 
28, applicable after 1987 except that before 1989 the subsec. shall 
be read without reference to subsec. 147.3(5). Subsec. 252(3) for- 
merly read: 


(3) Extended meaning of “spouse” and “former 
spouse” — For the purposes of paragraphs 56(1)(b) and (c), 
60(b) and (c) and 146(16)(a), sections 56.1 and 60.1, subsec- 
tions 73(1) and 148(8), and subparagraph 210(c)(ii), “spouse” 
and “former spouse” include a party to a voidable or void 
marriage, as the case may be. 


Subsec. 252(3) substituted by 1988, c. 55, subsec. 191(2), applica- 
ble after 1987. Subsec.'252(3) formerly read: 


(3) Extended meaning of “spouse” and “former 
spouse” — For the purposes of paragraphs 56(1)(b) and (c), 
60(b) and (c) and 146(16)(a), sections 56.1 and 60.1 and sub- 
sections 73(1) and 148(8), “spouse” and “former spouse” in- 
clude a party to a voidable or void marriage, as the case may 
be. 


Subsec, 252(3) substituted by 1984, c. 45, s. 95, to add reference to 
subsec. 148(8), applicable to taxation years commencing after 1982. 


Subsec. 252(3) added by 1980-81-82-83, c. 140, s. 130, applicable 
after 1981. 


Interpretation Bulletins: IT-305R4: Testamentary spouse trusts; 
IT-307R3: Spousal registered retirement savings plans; IT-325R2: 
Property transfers after separation, divorce and annulment. 


(4) Idem — In this Act, 


(a) words referring to a spouse at any time of a 
taxpayer include the person of the opposite sex 
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who cohabits at that time with the taxpayer in a 
conjugal relationship and 


(i) has so cohabited with the taxpayer 
throughout a 12-month period ending before 
that time, or 


(i1) would be a parent of a child of whom the 
taxpayer would be a parent, if this Act were 
read without reference to paragraph (1)(e) and 
subparagraph (2)(a)(iii) 


and, for the purposes of this paragraph, where at 
any time the taxpayer and the person cohabit in a 
conjugal relationship, they shall, at any particular 
time after that time, be deemed to be cohabiting 
in a conjugal relationship unless they were not 
cohabiting at the particular time for a period of at 
least 90 days that includes the particular time be- 
cause of a breakdown of their conjugal 
relationship; 


(b) references to marriage shall be read as if a 
conjugal relationship between 2 individuals who 
are, because of paragraph (a), spouses of each 
other were a marriage; 


(c) provisions that apply to a person who is mar- 
ried apply to a person who is, because of para- 
graph (a), a spouse of a taxpayer; and 


(d) provisions that apply to a person who is un- 
married do not apply to a person who is, because 
of paragraph (a), a spouse of a taxpayer. 


Related Provisions; 252(3) — Extended meaning of “spouse” 
and “former spouse” for limited purposes. 


History: Subpara. 252(4)(a)(ii) amended by 1998, c. 19, s. 244, ap- 
plicable after 1992. Subpara. 252(4)(a)(ii) formerly read:. 


(ii) is a parent of a child of whom the taxpayer is a parent 
(otherwise than because of the application of subparagraph 
(2)(a)(iii)) 
Subpara. 252(4)(a)(ii) substituted by 1994, c. 21, s. 112, applicable 
after 1992. That subpara. formerly read: 


(ii) is a parent of a child of whom the taxpayer is a parent 


Subsec. 252(4) added by 1994, c. 7, Sch. VIII (1993, c. 24), subsec. 
140(3), applicable after 1992. 


Interpretation Bulletins: IT-209R: Inter-vivos gifts of capital 
property to individuals directly or through trusts; IT-305R4: Testa- 
mentary spouse trusts; IT-307R3: Spousal registered retirement sav- 
ings plans; IT-313R2: Eligible capital property — rules where a tax- 
payer has ceased carrying on a business or has died; IT-325R2: 
Property transfers after separation, divorce and annulment; IT- 
349R3: Intergenerational transfers of farm property on death; IT- 
415R2: Deregistration of RRSPs; IT-489R: Non-arm’s length sale 
of shares to a corporation; IT-495R2: Child care expenses; IT-SOOR: 
RRSPs — death of an annuitant; IT-508R: Death benefits; IT-511R: 
Interspousal and certain other transfers and loans of property; IT- 
513R: Personal tax credits; IT-516R2: Tuition tax credit; IT-517R: 
Pension tax credit; IT-528: Transfers of funds between registered 
plans. 

I.T. Technical News: No. 2 (meaning of “spouse” for income tax 
purposes). 

Definitions [s. 252]: “controlled directly or indirectly” — 
256(5.1); “former spouse” — 252(3); “marriage” — 252(4)(b); 
“person” — 248(1); “spouse” — 252(4)(a); “taxpayer” — 248(1). 
Interpretation Bulletins [s. 252]: IT-419R: Meaning of “arm’s 
length”. 
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Information Circulars [s. 252]: 80-i0R: Registered charities: 
operating a registered charity. 


252.1 Union [as] employer — All the structural 


units of a trade union, including each local, branch, 
national and international unit, shall be deemed to be 
a single employer and a single entity for the pur- 
poses of the provisions of this Act and ‘the regula- 
tions relating to 


(a) pension adjustments and past service pension 
adjustments for years after 1994; 


(b) the determination of whether a pension plan 


is, in a year after 1994, a multi-employer plan or 


a specified multi-employer plan (within the 
meanings assigned by subsection 147.1(1)); 


(c) the determination of whether a contribution 
made under a plan or arrangement is a resident’ s 
contribution (within the meaning assigned by 
subsection 207.6(5.1)); and 


(d) the deduction or withholding and the remit- 
tance of any amount as required by subsection 
153(1) in respect of a contribution made. after 
1991 under a_ retirement compensation 
arrangement. A 
Related Provisions: Reg. 6804(3) — Election by union re for- 
eign pension plan. 
History: S. 252.1 added by 1994, c. 21, s. 113, applicable after Oc- 
tober 8, 1986. 
Definitions [s. 252.1]: “amount” — 248(1); “past service pension 
adjustment” — 248(1), Reg. 8303(1); “pension adjustment” — 
248(1), Reg. 8301(1); “retirement compensation arrangement” — 
248(1). 


253. Extended meaning of “carrying on 
business” [in Canada] — For the purposes of 
this Act, where in a taxation year a person who is a 
non-resident person or a trust to which Part XII.2 ap- 
plies 
(a) produces, grows, mines, creates, manufac- 
tures, fabricates, improves, packs, preserves or 
constructs, in whole or in part, anything in Can- 
ada whether or not the person exports that thing 
without selling it before exportation, 


(b) solicits orders or offers anything for sale in 
Canada through an agent or servant, whether the 
contract or transaction is to be completed inside 
or outside Canada or partly in and partly outside 
Canada, or 


(c) disposes of 


(1) Canadian resource property, except where 
an amount in respect of the disposition is. in- 
cluded under paragraph 66.2(1)(a) or 
66.4(1)(a), : ’ 


(ii) property (other than depreciable property) 
that is a timber resource property or an inter- 
est therein or option in respect thereof, or 


(ili) property (other than capital property) that 
is real property situated in Canada, including 
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an interest therein or option in respect thereof, 
whether or not the property is in existence, 


the person shall‘be deemed, in respect of the activity 
or disposition, to have been carrying on business in 
Canada in the year. 


Related Provisions: 248(4) — Meaning of “interest in real 
property”. 

History: S. 253 substituted by 1994, c. 7, Sch. II (1991, c. 49). s. 
197, applicable to 1990 et seg. except that, with respect to disposi- 
tions. occurring before February 21, 1990 and dispositions occurring 
after February 20, 1990 pursuant to agreements in writing entered 
into before February 21, 1990, s..253 shall be read without refer- 
ence to para. (c) and the expression “in respect of the activity or 
disposition”. S. 253 formerly read: ‘ 


253. Extended meaning of carrying on business — 
Where, in a taxation year, a non-resident person 
(a) produced, grew, mined, created, manufactured, 
fabricated, improved, packed, preserved or constructed, 
in whole or in part, anything in Canada whether or not 
the person exported that thing without selling it prior to 
exportation, or 
(b) solicited orders or offered anything for sale in Canada 
through an agent or servant whether the contract or trans- 
action was to be completed inside or outside Canada or 
partly in and partly outside Canada, , ; 
the person shall be deemed, for the purposes of this Act, to 
have been carrying on business in Canada in the year. 


Selected Cases [s. 253]: The Queen v. Gurd’s Products Co. 
Ltd., [1985] 2 C.T.C. 85 (FCA); leave to appeal to SCC refused (sub 
nom. Gurd’s Products Co. v. MNR) (1985), 64 NR 156 (note) (Ca- 
nadian subsidiary through which U.S. parent conducted business 
with Iraq was carrying on business in Canada and deemed resident); 
Sudden Valley Inc. v. The Queen, [1976] C.T.C. 775 (FCA) (Cana- 
dian advertising of U.S. real estate was an invitation to treat, not an 
offer; no business carried on in Canada). 

Definitions [s. 253]: “amount”, “business” — 248(1); “Can- 
ada” — 255; “Canadian resource property” — 66(15), 248(1): “cap- 
ital property” — 54, 248(1); “depreciable property” — 13(21), 
248(1); “interest” — in real property 248(4); “non-resident”, “per- 
son”, “property” — 248(1); “servant” — 248(1)“employment”; 
“taxation year” — 249; “timber resource property” — 13(21), 
248(1). 


Interpretation Bulletins [s. 253]: IT-420R3: Non-residents — 
income earned in Canada. 


254. Contract under pension plan — Where a 
document has been issued or a contract has been en- 
tered into before July 31, 1997 purporting to create, 
to establish, to extinguish or tobe in substitution for, 
a taxpayer’s right to an amount or amounts, immedi- 
ately or in the future, out of or under a superannua- 
tion or pension fund or plan, . 


(a) if the rights provided for in the document or 
contract are rights provided for by the superannu- 
ation or pension plan or are rights to. a payment or 
payments out of the superannuation or pension 
fund, and the taxpayer acquired. an-interest under 
the document or in the contract before that day, 
any payment under the document or contract is 
deemed to be a payment out of or under the su- 
perannuation or pension fund or plan and the tax- 
payer is deemed not to have received, by the issu- 
ance of the document or. entering into the 
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contract, an amount out of or under the superan- 
nuation or pension fund or plan; and 


(b) if the rights created or established by the doc- 
ument or contract are not rights provided for by 
the superannuation or pension plan or a right to 
payments out of the superannuation or pension 
fund, an amount equal to the value of the rights 
created or established by the document or con- 
tract shall be deemed to have been received by 
the taxpayer out of or under the superannuation 
or pension fund or plan when the document was 
issued or the contract was entered into. 

Related Provisions: 60(j.2) — Transfer to spousal RRSP; 

147.3(10) — Taxation of amount transferred; 147.4(2) — Amend- 

ment to RPP annuity contract; 147.4(3) — Substitution of new RPP 


annuity contract; 147.4(4) — Conversion of pension rights before 
1997 to annuity contract commencing after age 69. 


History: The portion of s. 254 before para. (b) amended by 1998, c. 
19, s. 245, applicable after July 30, 1997. The portion formerly 
read: 
254. For greater certainty it is hereby declared that, where a 
document has been issued or a contract entered into (either 
before, on or after September 15, 1953) purporting to create, 
to establish, to extinguish or to be in substitution for, a tax- 
payer’s right to an amount or amounts, immediately or in the 
future, out of or under a superannuation or pension fund or 
plan, 
(a) if the rights provided for in the document or contract 
are rights provided for by the superannuation or pension 
plan or are rights to a payment or payments out of the 
superannuation or pension fund, any payment under the 
document or contract is a payment out of or under the 
superannuation or pension fund or plan and the taxpayer 
shall be deemed not to have received, by the issuance of 
the document or entering into the contract, an amount out 
of or under the superannuation or pension fund or plan; 
and 
Definitions: “amount”, “taxpayer” — 248(1). 
Interpretation Bulletins: IT-499R: Superannuation or pension 
benefits. 
Information Circulars: 72-13R8: Employees’ pension plans; 74- 
IR5: Form T2037 — Notice of purchase of annuity with “plan” 
funds. 


Forms: T2037: Notice of purchase of annuity with “plan” funds. 


255. “Canada” — For the purposes of this Act, 
“Canada” is hereby declared to include and to have 
always included 


(a) the sea bed and subsoil of the submarine areas 
adjacent to the coasts of Canada in respect of 
which the Government of Canada or of a prov- 
ince grants a right, licence or privilege to explore 
for, drill for or take any minerals, petroleum, nat- 
ural gas or any related hydrocarbons; and 


(b) the seas and airspace above the submarine ar- 
eas referred to in paragraph (a) in respect of any 
activities carried on in connection with the explo- 
ration for or exploitation of the minerals, petro- 
leum, natural gas or hydrocarbons referred to in 
that paragraph. 

Related Provisions: 127(9)‘qualified property” closing words — 

“Canada” includes prescribed offshore region for certain investment 

tax credit purposes; 248(1)‘corporation incorporated in Canada” — 


S. 256(1) 


“Canada” includes areas before they were part of Canada; 250 — 
Extended meaning of “resident in Canada”; 253 — Extended mean- 
ing of “carrying on business in Canada”; Income Tax Conventions 
Interpretation Act s. 5 — Meaning of “Canada” for treaty purposes; 
Interpretation Act 8(2.1), (2.2) — Application to exclusive eco- 
nomic zone and continental shelf; Interpretation Act 35(1) — “‘Can- 
ada” includes internal waters and territorial seas; Canada-U.S. tax 
treaty, Art. III:1(a) — Meaning of “Canada” for treaty purposes. 


Pre-RSC History: S. 255 substituted by 1980-81-82-83, c. 48, s. 
11s 


Definitions: “mineral” — 248(1); “province” — Interpretation Act 
35D) 


Interpretation Bulletins: IT-494: Hire of ships and aircraft from 
non-residents. 


256. (1) Associated corporations — For the 
purposes of this Act, one corporation is associated 
with another in a taxation year if, at any time in the 
year, 


(a) one of the corporations controlled, directly or 
indirectly in any manner whatever, the other; 


(b) both of the corporations were controlled, di- 
rectly or indirectly in any manner whatever, by 
the same person or group of persons; 


(c) each of the corporations was controlled, di- 
rectly or indirectly in any manner whatever, by a 
person and the person who so controlled one of 
the corporations was related to the person who so 
controlled the other, and either of those persons 
owned, in respect of each corporation, not less 
than 25% of the issued shares of any class, other 
than a specified class, of the capital stock thereof; 


(d) one of the corporations was controlled, di- 
rectly or indirectly in any manner whatever, by a 
person and that person was related to each mem- 
ber of a group of persons that so controlled the 
other corporation, and that person owned, in re- 
spect of the other corporation, not less than 25% 
of the issued shares of any class, other than a 
specified class, of the capital stock thereof; or 


(e) each of the corporations was controlled, di- 
rectly or indirectly in any manner whatever, by a 
related group and each of the members of one of 
the related groups was related to all of the mem- 
bers of the other related group, and one or more 
persons who were members of both related 
groups, either alone or together, owned, in re- 
spect of each corporation, not less than 25% of 
the issued shares of any class, other than a speci- 
fied class of the capital stock thereof. 


Related Provisions: 13(9.5)— Extended meaning of “associ- 
ated” for SR&ED specified-employee payment limitation; 
18(2.2)-(2.4) — Associated corporations share $1,000,000 base 
level deduction; 125(2)-(4) — Associated corporations share 
$200,000 income limit for small business. deduction; 
126.1(8)-(11) — Associated employers share $30,000 UI premium 
tax credit; 127(10.2)-(10.4) — Associated corporations share 
$2,000,000 expenditure limit for investment tax credit; 127.1(2) — 
Associated corporations share $200,000 taxable income limit to be 
qualifying corporations for refundable investment tax credit; 
128(1)(f) — Bankrupt. corporation deemed not associated; 
129(6) — Investment income from associated corporation deemed 
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active business income; 157(1)(b)(i)(B) — Later final payment of 
tax where associated corporations’ ‘taxable incomes do not exceed 
$200,000; 191.1(2)-(4) — Associated corporations share dividend 
allowance for Part VI.1 tax; 256(1.1) —“‘Specified class” defined: 
256(1.2) — Control, etc.; 256(1.5) — Person deemed related to Self; 
256(5.1) — Control in fact. 


Pre-RSC History: Subsec. 256(1) substituted by 1988, ¢. 55, 
subsec. 192(1), applicable, for the purposes of determining whether 
two or more corporations are associated with each other, 


(a) to 1989 et seg. where 


(i) the taxation years of all such corporations commenced 
after 1988, 


(ii) at least one of such corporations was incorporated, or 
was formed as a result of an amalgamation, after February 
10, 1988, 


(iii) at least one of such corporations acquired after Febru- 
ary 10, 1988 from a person with whom it did not deal at 
arm’s length all or substantially all of the assets used by it 
in its business, or 


(iv) the 1989 taxation year of at least.one of such corpora- 
tions did not end on approximately the same calendar date 
in 1989 as the calendar date in 1987 on which a ‘1987 taxa- 
tion year, if any, of that, corporation ended, and 


(b) in any other case, to 1990 et seg. 


Subsec. (1) formerly read: 


256. (1) For the purposes of this Act one corporation is asso- 
ciated with another in a taxation year if at any time in the 
year, 


(a) one of the corporations controlled the other, 


(b) both of the corporations were controlled by the same 
person or group of persons, » 


(c) each of the corporations was controlled by one person 
and the person who controlled one of the corporations 
was related to the person who controlled the other, and 
one of those persons owned directly or indirectly, in re- 
spect of each corporation, not less than 10% of the issued 
shares of any class of the capital stock thereof, 


(d) one of the corporations was controlled by one person 
and that person was related to each member of a group of 
persons that controlled’ the other ‘corporation, arid that 
person or that group of persons owned directly: or indi- 
rectly, in respect of each corporation, not less ‘than 10% 
of the issued shares of any class of the capital stock 
thereof, or 


(e) each of the corporations was controlled by a related 
group and each of the members of. one of the related 
groups was related to all of the members of the other re- 
lated group, and éither of the related groups owned di- 

~ rectly or indirectly, in respect of each corporation, not 
less than 10% of the issued shares of any class of the cap- 
ital stock thereof. 


Selected Cases [subsec. 256(1)]: Société Fonciére 
D’ Investissement, [1996] 3 C.T.C, 2537 (TCC) (Notion of de facto 
control implicit in statutory language); Holiday Luggage Mfg. Co. 
Inc. et al. v. The Queen, [1987] 1:C.1.C. 23 (FETD) (Non-resident 
not a “corporation” for purposes of provision); The Queen v. Fast, 
B.B., & Sons Distributors Ltd.,, [1986] 1 C.T.C. 299 (FCA) (Where 
only one member of related group owned shares of two corpora- 
tions, related group, qua group, did not own shares of the 
corporations); Special Risks Holdings Inc. v. The Queen, [1986] 1 
C.T.C. 201 (FCA) (Corporation not dealing at arm’s length with an- 
other corporation was in de facto control of the latter); The Queen y. 
‘Imperial General Properties Ltd., [1985] 2 C:T.C. 299 (SCC) 
(Shareholder with only 50% of voting rights had power to wind up 
company; held to control company); Rostal Sales Agency Ltd. v. 
The Queen, [1983] C.T.C. 5 (FCTD) (Trust settlor without power to 
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remove trustee had no control over’ shares’ owned by trust) ; 
Southside Car Market Ltd. et al. v. The Queen, [1982] €.T.C. 214 
(FCTD) (Corporation cannot be controlled by both “the same per- 
son” and by a “group of persons”); Entrepét Meétropolitain de 
Meubles Ltée v. MNR, [1981] C.T.C. 425 (FCTD) (Where a group 
of shareholders holds enough shares to have right to control com- 
pany, actual control need not be exercised for provision to apply); 
Imperial General Properties Ltd. v. The Queen, [1981] C.T.C. 331 
(FCTD); aff'd (sub nom. The Queen y. Imperial General Properties 
Ltd.) [1983] C.T.C. 27 (FCA); rev'd (sub nom. The Queen v. Impe- 
rial General Properties Ltd.) [1985] 2 C.T.C. 299 (SCC) (Two 
companies not associated where one held 50% of voting shares of 
the other while remaining shares held by group of other 
shareholders);: Fawcett, H.A., & Son Ltd. v. The Queen, {!980] 
C.T.C. 293 (FCA) (Where father’s shares inherited two days before 


father’s fiscal year-end, companies controlled by. son associated 


with those controlled by father in taxation year of father’s death); 
Regal Wholesale Ltd. v. The Queen, [1977] C.T.C, 202 (FCA) (Ben- 


' eficial ownership of shares transferred without registration of 


change); The Queen v. Alroy Industries Ltd., [1976] C.T.C. 388 
(FCTD) (Companies associated where one held irrevocable option 
to buy all shares of other); Danalan Investments Ltd. y. MNR, 
[1973)-C-T-C. 251 (FCTD) (Three companies associated where ma- 
jority of shares of each held by individual and his nominees); Allied 
Farm Equipment Ltd. v. MNR, [1972] C.T.C. 619 (FCA) (Non-resi- 
dent company not a “corporation” for purposes of provision); MNR 
v. Werner, Fritz, Ltd., [1972] C.T.C, 274 (FCTD) (Shares deemed 
owned by a third party by virtue of an option to purchase shares 
continue to belong to potential vendor for purposes of associated 
corporations provisions until option exercised); International Iron 
& Metal Co. Ltd. v. MNR, [1972] C.T.C. 242 (SCC) (De jure con- 
trol sufficient for purposes of associated companies); Madill, S., 
Ltd. v. MNR, [1972] C.T.C. 47 (FCTD) (De jure control by group of 
persons where shares held indirectly); MNR vy. Consolidated 
Holding Co. Ltd., [1972] C.T.C. 18 (SCC) (Companies associated 
where controlling shareholders held controlling shares of other qua 
executors and trustees); Oakfield Developments (Toronto) Ltd. y. 
INR ALOT €11.©, 205 49CC) (Forty-three companies associated 
where group owned 50% of shares of each corporation, resulting in 
group’s capacity to, inter alia, wind up companies; factors to 
consider); Angelo-B.C. Distributors Ltd. v. MNR, [1970] CT -G?138 
(Exch) (Absent direct evidence to contrary, shares presumed held 
for benefit of nominal owners); Donald Applicators Ltd» et al. v. 
MNR, [1969] C.T.C. 98 (Exch); aff'd [1971] C.T.C. 402 (note) 
(SCC) (Company controlled by and associated with another which 
held all Class B shares of former; although the Class B shares car- 
ried no vote for directors, they entitled holder to change powers of 
directors); Vina-Rug (Canada) Ltd. v. MNR, [1968] C.T.C. 1 (SCC) 
(Companies associated once any group of shareholders owns major- 
ity of shares of each). 


Interpretation Bulletins: IT-64R3: Corporations: association and 
control — after 1988. 


Advance Tax Ruling: ATR-13: Corporations not associated. 


(1.1) Definition of “specified class” — For the 
purposes of subsection (1), “specified class” means a 


class of shares of the capital stock of a corporation 


where, under the terms or conditions of the shares or 
any agreement in respect thereof, : 


(a) the shares are 
exchangeable; 


not convertible or 


(b) the shares are non-voting; 


(c) the amount of each dividend payable on the 
shares is calculated as a fixed amount or by refer- 
ence to a fixed percentage of an. amount equal to 
the fair market value of the .consideration. for 
which the shares were issued; . 
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(d) the annual rate of the dividend on the shares, 
expressed as a percentage of an amount equal to 
the fair market value of the consideration for 
which the shares were issued, cannot in any event 
exceed, 


(i) where the shares were issued before 1984, 
the rate of interest prescribed for the purposes 
of subsection 161(1) at the time the shares 
were issued, and 


(11) where the shares were issued after 1983, 
the prescribed rate of interest at the time the 
shares were issued; and 


(e) the amount that any holder of the shares. is en- 
titled to receive on the redemption, cancellation 
or acquisition of the shares by the corporation or 
by any person with whom the corporation does 
not deal at arm’s length cannot exceed the total of 
an amount equal to the fair market value of the 
consideration for which the shares were issued 
and the amount of any unpaid dividends thereon. 


Related Provisions: 256(1.2) — Control, etc.; 256(1.5) — Per- 
son deemed related to self. 


History: Para. 256(1.1)(d) amended by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 198(1), to substitute subparas. (i) and (ii) for “the pre- 
scribed rate of interest at the time the shares were issued”, applica- 
ble to 1989 et seq. 


Regulations: 4301(c) (prescribed rate of interest). 


Interpretation Bulletins: IT-64R3: Corporations: association and 
control — after 1988. 


(1.2) Control, etc. — For the purposes of this sub- 
section and subsections (1), (1.1) and (1.3) to (5), 


(a) a group of persons in respect of a corporation 
means any two or more persons each of whom 

owns shares of the capital stock of the 
corporation; 


(b) for greater certainty, 


(i) a corporation that is controlled by one or 
more members of a particular group of per- 
sons in respect of that corporation shall be 
considered to be controlled by that group of 
persons, and 


(ii) a corporation may be controlled by a per- 
son or a particular group of persons notwith- 
standing that the corporation is also controlled 
or deemed to be controlled by another person 
or group of persons; 


(c) a corporation shall be deemed to be controlled 
by another corporation, a person or a group of 
persons at any time where 


(i) shares of the capital stock of the corpora- 
tion having a fair market value of more than 
50% of the fair market value of all the issued 
and outstanding shares of the capital stock of 
the corporation, or 


(ii) common shares of the capital stock of the 
corporation having a fair market value of 
more than 50% of the fair market value of all 
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the issued and outstanding common shares of 
the capital stock of the corporation 


are owned at that time by the other corporation, 
the person or the group of persons, as the case 
may be; 

(d) where shares of the capital stock of a corpora- 
tion are owned, or deemed by this subsection to 
be owned, at any time by another corporation (in 
this paragraph referred to as the “holding corpo- 
ration’), those shares shall be deemed to be 
owned at that time by any shareholder of the 
holding corporation in a proportion equal to the 
proportion of all those shares that 


(i) the fair market value of the shares of the 
capital stock of the holding corporation owned 
at that time by the shareholder 


is of 
(ii) the fair market value of all the issued 


shares of the capital stock of the holding cor- 
poration outstanding at that time; 


(e) where, at any time, shares of the capital stock 
of a corporation are property of a partnership, or 
are deemed by this subsection to be owned by the 
partnership, those shares shall be deemed to be 
owned at that time by each member of the part- 
nership in a proportion equal to the proportion of 
all those shares that 


(i) the member’s share of the income or loss 
of the partnership for its fiscal period that in- 
cludes that time 


is of 
(ii) the income or loss of the partnership for 
its fiscal period that includes that time 


and for this purpose, where the income and loss 
of the partnership for its fiscal period that in- 
cludes that time are nil, that proportion shall be 
computed as if the partnership had had income 
for that period in the amount of $1,000,000; 


(f) where shares of the capital stock of a corpora- 
tion are owned, or deemed by. this subsection to 
be owned, at any time by a trust, 


(i) in the case of a testamentary trust under 
which one or more beneficiaries were entitled 
to receive all of the income of the trust that 
arose before the date of death of one or the 
last surviving of those beneficiaries (in this 
paragraph referred to as the “distribution 
date”) and no other person could, before the 
distribution date, receive or otherwise obtain 
the use of any of the income or capital of the 
trust, 


(A) where any such beneficiary’s share of 
the income or capital therefrom depends 
on the exercise by any person of, or the 
failure by any person to exercise, any dis- 
cretionary power, those shares shall be 
deemed to be owned at any time before the 
distribution date by the beneficiary, and 


S. 256(1.2)(f)(i)(B) 


(B) where clause (A) does not apply, those 
shares shall be deemed to be owned at any 
time before the distribution date by. any 
such beneficiary in a proportion equal to 
the proportion of all those shares that the 
fair market value of the beneficial interest 
in the trust of the beneficiary is of the fair 
market value of the beneficial interests in 
the trust of all those beneficiaries, 


(i1) where a beneficiary’s share of the ac- 
cumulating income or capital therefrom de- 
pends on the exercise by any person of, or the 
failure by any person to exercise, any discre- 
tionary power, those shares shall be deemed to 
be owned at that time by the beneficiary, ex- 
cept where subparagraph (i) applies and that 
time is before the distribution date, 


(iii) in any case where subparagraph (ii) does 
not apply, a beneficiary shall be deemed at 
that time to own the proportion of those shares 
that the fair market value of the beneficial in- 
terest in the trust of. the beneficiary is of the 
fair market value of all beneficial interests in 
the trust, except where subparagraph (i) ap- 
plies and that time is before the distribution 
date, and, 


(iv) in the case of a trust referred to in subsec- 
tion 75(2), the person referred to in that sub- 
section from whom property of the trust or 
property for which it was substituted was di- 
rectly or indirectly received shall be deemed 
to own those shares at that time; and 


(g) in determining the fair market value of a share 
of the capital stock of a corporation, all issued 
and outstanding shares of the capital stock of the 
corporation shall be deemed to be non-voting. 


Related Provisions: 248(5) — Substituted property; 256(1.5) — 
Person deemed related to self; 256(1.6) — Exception. 


Interpretation Bulletins: IT-64R3: Corporations: association and 
control — after 1988. 


(1.3) Parent deemed to own shares — Where 
at any time shares of the capital stock of a corpora- 
tion are owned by a child who is under 18 years of 
age, for the purpose of determining whether the cor- 
poration is associated at that time with any other cor- 
poration that is controlled, directly or indirectly in 
any manner whatever, by a parent of the child or by 
a group of persons of which the parent is a member, 
the shares shall be deemed to be owned at that time 
by the parent unless, having regard to all the circum- 
stances, it can reasonably be considered that the 
child manages the business and affairs of the corpo- 
ration and does so without a significant degree of in- 
fluence by the parent. 


Related Provisions: 256(1.2) — Control, etc.: 256(1.5) — Per- 
son deemed related to self; 256(5.1) — Control in fact. 
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History: Subsec. 256(1.3) amended by 1994, c. 7, Sch. I1.(1991, c. 

49), subsec. 198(2), applicable retroactively to its introduction (see 

History note to subsec. (1.6)). Subsec. (1.3) formerly read: — 
(1.3) Where, at any time, shares of the capital stock of a cor- 
poration are owned by a child who is under 18 years of age, 
for the purposes of determining if the corporation is associ- 
ated at that time with any other corporation that is controlled, 
directly or indirectly in any manner whatever, by a parent of 
the child or by a group of persons of which the parent is a 
member, those shares shall be deemed to be owned at that 
time by the parent or the group, as the case may be, unless, 
having regard to all the circumstances, it may reasonably be 
considered that the child manages the business and affairs of 
the corporation and does so without a significant degree of 
influence by the parent. 

Interpretation Bulletins: IT-64R3: Corporations: association and 

control — after 1988. 


(1.4) Options and rights — For the purpose of 
determining whether a corporation is associated with 
another corporation with which it is not. otherwise 
associated, where a person or any partnership in 
which the person has an interest has_a.right at any 
time under a contract, in equity or otherwise, either 
immediately or in the future and either absolutely or 
contingently, 


(a) to, or to acquire, shares of the capital stock of 
a corporation, or to control the voting rights of — 
shares of the capital stock of a corporation, the 
person or partnership shall, except where the 
right is not exercisable at that time because the 
exercise thereof is contingent on the death, bank- 
ruptcy or permanent disability of an individual, 
be deemed to own the shares at that time, and the 
shares shall be deemed to be issued and outstand- 
ing at that time; or 


(b) to cause a corporation to redeem, acquire or 
cancel any shares of its capital stock owned by 
other shareholders of a corporation, the person or 
partnership shall, except where the right is not 
exercisable at that time because the exercise 
thereof is contingent on the death, bankruptcy or 
permanent disability of an individual, be deemed 
at that time to have the same position in relation 
to control of the corporation and ownership of 
shares of its capital stock as if the shares were 
redeemed, acquired or cancelled by the 
corporation. 
Related Provisions: 256(1.2) — Control, etc.; 256(1.5) — Per- 
son deemed related to self; 256(1.6) — Exception; 256(5.1) — Con- 
trol in fact. 
History: Subsec. 256(1.4) amended: by 1994, c. 7, Sch. I (1991; c. 


49), subsec. 198(2), applicable retroactively to its introduction (see 
History note to subsec. (1.6)). Subsec. (1.4) formerly read: 


(1.4) Options and rights — For the purposes of determining 
if a corporation is associated at any time with any other cor- 
poration that is controlled, directly or indirectly in any man- 
ner whatever, by a person, or by a group of persons of which 
the person is a member, where the person, or any partnership 
in which the person has an interest, has a right at any time 
under contract, in equity or otherwise, either immediately or 
in the future and either absolutely or contingently, 


(a) to, or to acquire, shares of the capital stock of the cor- 
poration, or to control the voting rights of shares’ of the 
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capital stock of the corporation, the person or partnership 
shall, except where the contract provides that the right is 
not exercisable until the death, bankruptcy or permanent 
disability of an individual designated therein, be deemed 
to own the shares at that time and the shares shall be 
deemed to be issued and outstanding at that time; or 


(b) to cause the corporation to redeem, acquire or cancel 
any shares of its capital stock owned by other sharehold- 
ers of the corporation, the person or partnership shall, ex- 
cept where the contract provides that the right is not exer- 
cisable until the death, bankruptcy or permanent 
disability of an individual designated therein, be deemed 
at that time to have had the same position in relation to 
control ‘of the corporation and ownership of shares of its 
capital stock as if the shares were redeemed, acquired or 
cancelled by the corporation. 


Interpretation Bulletins: IT-64R3: Corporations: association and 
control — after 1988. 


(1.5) Person related to himself, herself or it- 
self — For the purposes of subsections (1) to (1.4) 
and (1.6) to (5), where a person owns shares in two 
or more corporations, the person shall as shareholder 
of one of the corporations be deemed to be related to 
himself, herself or itself as shareholder of each of the 
other corporations. 

Related Provisions: 256(1.2) — Control, etc. 


Interpretation Bulletins: IT-64R3: Corporations: association and 
control — after 1988. . 


(1.6) Exception — For the purposes of subsection 
(1.2) and notwithstanding subsection (1.4), any share 
that is 
(a) described in paragraph (e) of the definition 
“term preferred share” in subsection 248(1) dur- 
ing the applicable time referred to in that para- 
graph, or ; 
(b) a share of a specified class within the mean- 
ing of subsection (1.1) 


shall be deemed not to have been issued and out- 
standing and not to be owned by any shareholder and 
an amount equal to the greater of the paid-up capital 
of the share and the amount, if any, that any holder 
of the share is entitled to receive on the redemption, 
cancellation or acquisition of the share by the corpo- 
ration shall be deemed to be a liability of the 
corporation. 

Related Provisions: 256(1.2) — Control, etc.; 256(1.5) — Per- 
son deemed related to self. 


Pre-RSC History: Subsec. 256(1.1) to (1.6) added by 1988, c. 55, 
subsec. 192(1), applicable, for the purposes of determining whether 
two or more corporations are associated with each other, 

(a) to 1989 et seg. where 


(i) the taxation years of all such corporations commenced 
after 1988, 


(ii) at least one of such corporations was incorporated, or 


was formed as a result of an amalgamation, after February 
10, 1988, 


(iii) at least one of such corporations acquired after Febru- 
ary 10, 1988 from a person with whom it did not deal at 
arm’s length all or substantially all of the assets used by it 
in its business, or 

(iv) the 1989 taxation year of at least-one of such corpora- 
tions did not end on approximately the same calendar date 


S..256(2.1) 


in 1989 as the calendar date in 1987 on which a 1987 taxa- 
tion year, if any, of that corporation ended, and 


(b) in any other case, to 1990 er seq. 


(2) Corporations associated through a third 
corporation — Where two corporations 


(a) would, but for this subsection, not be associ- 
ated with each other at any time, and 


(b) are associated, or are deemed by this subsec- 
tion to be associated, with the same corporation 
(in this subsection referred to as the “third corpo- 
ration’’) at that time, 


they shall, for the purposes of this Act, be deemed to 
be associated with each other at that time, except 
that, for the purposes of section 125, where the third 
corporation is not a Canadian-controlled private cor- 
poration at that time or elects, in prescribed form, for 
its taxation year that includes that time not to be as- 
sociated with either of the other two corporations, 
the third corporation shall be deemed not to be asso- 
ciated with either of the other two corporations in 
that taxation year and its business limit for that taxa- 
tion year shall be deemed to be nil. 


Related Provisions: 256(1.2)-— Control, etc.; 256(1.5) — Per- 
son deemed related. to self. 


Selected Cases [subsec. 256(2)]: Allied Farm Equipment Ltd. 
v. MNR, [1972] C.T.C. 619 (FCA) (Corporation not taxable under 
Part I not a “corporation” for purposes of provision). 


Interpretation Bulletins: IT-64R3: Corporations: association and 
control — after 1988; IT-243R4: Dividend refund to private 
corporations. 


Advance Tax Ruling: ATR-13: Corporations not associated. 
Forms: T2144: Election not to be an associated corporation. 


(2.1) Anti-avoidance — For the purposes of this 
Act, where, in the case of two or more corporations, 
it may reasonably be considered that one of the main 
reasons for the separate existence of those corpora- 
tions in a taxation year is to reduce the amount of 
taxes that would otherwise be payable under this Act 
or to increase the amount of refundable investment 
tax credit under section 127.1, the two or more cor- 
porations shall be deemed to be associated with each 
other in the year. 

Pre-RSC History: Subsec. 256(2) substituted and 256(2.1) added 
by 1988, c. 55, subsec. 1,92(1), applicable, for the purposes of deter- 
mining whether two or more corporations are associated. with each 
other, 

(a) to 1989 et seq. where 


(i) the taxation years of all. such corporations commenced 
after 1988, 


(ii) at least one of such corporations was incorporated, or 
was formed as a result of an amalgamation, after February 
10, 1988, . 


(iii) at least one of such corporations acquired after Febru- 
ary 10, 1988 from a person with whom it did not deal at 
arm’s length all or substantially all of the assets used by it 
in its.business, or 

(iv) the 1989 taxation year of at least one of such corpora- 
tions did not end on approximately the same calendar date 
in 1989 as the calendar date in 1987 on which a 1987 taxa- 
tion year, if any, of that corporation ended, and 
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(b) in any other case, to 1990 et seg. 
Subsec. 256(2) formerly read: 


(2) Idem — When two corporations are associated, or are 
deemed by this subsection to be associated, with the same 
corporation at the same time, they shall, for the purpose of 
this Act, be deemed to be associated with each other. 


Selected Cases [subsec. 256(2.1)]: Hughes Homes Inc. v. R.. 
[1998] 1 C.T.C. 2367 (TCC) (Asset protection and wife’s separate 
business interests were main reasons for separate existence; no 
deemed association). 


Interpretation Bulletins: IT-64R3: Corporations: association and 
control — after 1988. 


Advance Tax Ruling: ATR-13: Corporations not associated. 


(3) Saving provision — Where one corporation 
(in this subsection referred to as the “controlled cor- 
poration”) would, but for this subsection, be associ- 
ated with another corporation in a taxation year by 
reason of being controlled, directly or indirectly in 
any manner whatever, by the other corporation or by 
reason of both of the corporations being controlled, 
directly or indirectly in any manner whatever, by the 
Same person at a particular time in the year (which 
corporation or person so controlling the controlled 
corporation is in this subsection referred to as the 
“controller”) and it is established to the satisfaction 
of the Minister that 


(a) there was in effect at the particular time an 
agreement or arrangement enforceable according 
to the terms thereof, under which, on the satisfac- 
tion of a condition or the happening of an event 
that it is reasonable to expect will be satisfied or 
happen, the controlled corporation will 


(1) cease to be controlled, directly or indirectly 
in any manner whatever, by the controller, 
and 


(it) be or become controlled, directly or indi- 
rectly in any manner whatever, by a person or 
group of persons, with whom or with each of 
the members of which, as the case may be, the 
controller was at the particular time dealing at 
arm’s length, and 


(b) the purpose for which the controlled corpora- 
tion was at the particular time so controlled was 
the safeguarding of rights or interests of the con- 
troller in respect of 


(i) any indebtedness owing to the controller 
the whole or any part of the principal amount 
of which was outstanding at the particular 
time, or 


(ii) any shares of the capital stock of the con- 
trolled corporation that were owned by the 
controller at the particular time and that were, 
under the agreement or arrangement, to be re- 
deemed by the controlled corporation or pur- 
chased by the person or group of persons re- 
ferred to in subparagraph (a)(ii), 


the controlled corporation and the other corporation 
with which it would otherwise be so associated in 
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the year shall be deemed, for the purpose of this Act, 
not to be associated with each other in the year. 
Related Provisions: 256(1.2) — Control, etc.; 256(1.5) — Per- 
son deemed related to self. 

Pre-RSC History: That portion of subsec. 256(3) preceding sub- 
para. (b)(ii) substituted by 1988, c. 55, subsec. 192(2), applicable to 
taxation years commencing after 1988. That portion of subsec. 
256(3) formerly read: 


(3) Saving provision — Where one corporation (hereinafter 
in this subsection referred to as the “controlled corporation’) 
would, but for this subsection, be associated with another cor- 
poration in a taxation year by reason of being controlled by 
the other corporation or by reason of both of the corporations 
being controlled by the same person at a particular time in the 
year (which corporation or person so controlling the con- 
trolled corporation is hereinafter in this subsection referred to 
as the “controller’), and it is established to the satisfaction of 
the Minister that 
(a) there was in effect at the particular time an agreement 
or arrangement enforceable according to the terms 
thereof, under which, upon the satisfaction of a condition 
or the happening of an event that it is reasonable to ex- 
pect will be satisfied or happen, the controlled corpora- 
tion will 


(i) cease to be controlled by the controller, and 


(11) become controlled by a person or group. of per- 
sons, with whom or with each of the members of 
which, as the case may be, the controller was at the 
particular time dealing at arm’s length, and 


(b) the chief purpose for which the controlled corporation 
was at the particular time so controlled. was the safe- 
guarding of rights or interests of the controller in respect 
of 


(i) any loan made by the controller the whole or any 
part of the principal amount of which was outstand- 
ing at the particular time, or 


Selected Cases [subsec. 256(3)]: MNR v. Werner, Fritz, Ltd., 
[1972] C.T.C. 274 (FCTD) (Shares deemed owned by third party by 
virtue of option to purchase shares continue to belong to potential 
vendor for purposes of associated corporations provisions until op- 
tion exercised). 


Interpretation Bulletins: IT-64R3: Corporations: association and 
control — after 1988. 


(4) Idem — Where one corporation would, but for 
this subsection, be associated with another corpora- 
tion in a taxation year by reason of both of the cor- 
porations being controlled by the same trustee or ex- 
ecutor and it is established to the satisfaction of the 
Minister 


(a) that the trustee or executor did not acquire 
control of the corporations as a result of one or 
more trusts or estates created by the same indi- 
vidual or two or more individuals not dealing 
with each other at arm’s length, and 


(b) that the trust or estate under which the trustee 
or executor acquired control of each of the corpo- 
rations arose only on the death of the individual 
creating the trust or estate, 


the two corporations shall be deemed, for the pur- 
poses of this Act, not to be associated with each 
other in the year. 


Related Provisions: 256(1.2) — Control, etc.: 256(1.5) — Per- 
son deemed related to self. 
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Interpretation Bulletins: IT-64R3: Corporations: association and 
control — after 1988. 


(5) Idem — Where one corporation would, but for 
this subsection, be associated with another corpora- 
tion in a taxation year, by reason only that the other 
corporation is a trustee under a trust pursuant to 
which the corporation is controlled, the two corpora- 
tions shall be deemed, for the purposes of this Act, 
not to be associated with each other in the year un- 
less, at any time in the year, a settlor of the trust con- 
trolled or is a member of a related group that con- 
trolled the other corporation that is the trustee under 
the trust. 


Related Provisions: 256(1.2) — Control, aan 256(1.5) — Per- 
son deemed related to self. 


Interpretation Bulletins: IT-64R3: Corporations: association and 
control — after 1988. 


(5.1) Control in fact — For the purposes of this 
Act, where the expression “controlled, directly or in- 
directly in any. manner whatever,” is used, a corpora- 
tion shall be considered to be so controlled by an- 
other corporation, person or group of persons (in this 
subsection referred to as the “controller”) at any time 
where, at that time, the controller has any direct or 
indirect influence that, if exercised, would result in 
control in fact of the corporation, except that, where 
the corporation and the controller are dealing with 
each other at arm’s length and the influence is de- 
rived from a franchise, licence, lease, distribution, 
supply or management agreement or other similar 
agreement or arrangement, the main purpose of 
which is to govern the relationship between the cor- 
poration and the controller regarding the manner in 
which a business carried on by the corporation is to 
be conducted, the corporation shall not be considered 
to be controlled, directly or indirectly in any manner 
whatever, by the controller by reason only of that 
agreement or arrangement. 


Related Provisions: 256(6) — Idem. 


Pre-RSC History: Subsec. 256(5.1) added by 1988, c. 55, subsec. 
192(3), applicable to taxation years commencing after 1988. 


Selected Cases [subsec. 256(5.1)]: HSC Research 
Development Corp. v. Canada, [1995] 1 C.T.C. 2283 (TCC) (1988 
amendments changed law to include concept of de facto control). 


Interpretation Bulletins: IT-64R3: Corporations: association and 
control — after 1988; IT-236R3: Reserves — disposition of capital 
property; IT-313R2: Eligible capital property — rules where a tax- 
payer has ceased carrying on a business or has died; IT-291R2: 
Transfer of property to a corporation under subsection 85(1); IT- 
458R: Canadian-controlled private corporation. 


(6) ldem — For the purposes of this Act, where a 


corporation (in this subsection referred to as the 


“controlled corporation’) would, but for this subsec- 
tion, be regarded as having been controlled or con- 
trolled, directly or indirectly in. any manner 
whatever, by a person or partnership (in this subsec- 
tion referred to as the “controller”’) ‘at a particular 
time and it is established that 


(a) there was in effect at the particular time an 
agreement or arrangement enforceable according 


S. 256(6) 


to the terms thereof, under which, on the satisfac- 
tion of a condition or the happening of an event 
that it is reasonable to expect will be satisfied or 
happen, the controlled corporation will 


(i) cease to. be controlled, or controlled, di- 
rectly or indirectly in any manner whatever, as 
the case may be, by the controller, and 


(ii) be or become controlled, or controlled, di- 
rectly or indirectly in any manner whatever, as 
the case may be, by a person or group of per- 
sons, with whom or with each of the members 
of which, as the case may be, the controller 
was at the particular time dealing at arm’s 
length, and 


(b) the purpose for which the controlled corpora- 
tion was at the particular time so controlled, or 
controlled, directly or indirectly in any manner 

whatever, as the case may be, was the safeguard- 
ing of rights or interests of the controller in re- 
spect of 


(i) any indebtedness owing to the controller 
the whole or any part of the principal amount 
of which was outstanding at the particular 
time, or | ; 


(i1) any shares of the capital stock of the con- 
trolled corporation that were owned by the 
controller at the particular time and that were, 
under the agreement or arrangement, to be re- 
deemed by the controlled corporation or pur- 
chased by the person or group of persons re- 
ferred to in subparagraph (a)(ii), 


the controlled corporation.is deemed not to have 
been controlled by the controller at the particular 
time. 


History: The closing words of subsec. 256(6) amended by 1998, c. 
19, subsec. 246(1), applicable to taxation years that begin after 
1988. The closing words formerly read: 


‘the controlled corporation shall be deemed, for the purposes 
of that provision, not'to have been controlled by the controller 
at the particular time. 


Pre-RSC History: That portion of subsec. 256(6) preceding sub- 
para. (b)(1i) substituted by 1988, c. 55, subsec. 192(4), applicable to 
taxation years commencing after 1988. That portion formerly read: 


(6) Controlled corporation — saving provision — For the 
purposes of any provision of this Act, where a corporation (in 
this subsection referred to as the “controlled. corporation”) 
would, but for this subsection, be regarded as having been 
controlled by a person or partnership (in this subsection re- 
ferred to as the “controller”) at a particular time and it is es- 
tablished that 


(a) there was in effect at the particular time an agreement 
or arrangement enforceable according to the terms 
thereof, under which, upon the satisfaction of a condition 
or the happening of an event that it is reasonable to ex- 
pect will be satisfied or happen, the controlled corpora- 
tion will 

(i) cease to be controlled by the controller, and 

(11) become controlled by a person or group of per- 

sons, with whom or with each of the members of 


which, as the case may be, the controller was at the 
particular time dealing at arm’s length, and 
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(b) the purpose for which the controlled corporation was 
at the particular time so controlled was the safeguarding 
of rights or interests of the controller in respect of 


(otherwise than because of a right referred to 
in paragraph 251(5)(b)) to the corporation 


(A) immediately before the particular time, 
or 


(B) immediately before the death of a per- 


(i) any indebtedness of the controller the whole or 
any part of the principal amount of which was out- 
standing at the particular time, or 


Subsec. 256(6) amended by 1986, c. 6, subsec. 127(1), applicable to 
1985 et seq., to substitute that portion preceding para. (a) and to 
substitute, in para. (b), “the purpose” for “the chief purpose” and, in 
(b)(i), “any indebtedness of” for “any loan made by”. The portion 


son, where the shares were held immedi- 
ately before the particular time by an estate 
that acquired the shares because of the per- 
son’s death; . 


Dara eate 12) frometly read. (b) where at any time 2 or more corporations 


(each of which is referred to in this paragraph as 
a “predecessor corporation”) have amalgamated 
to form one corporate entity (in this paragraph re- 
ferred to as the “new corporation”), 


(6) Controlled corporations: saving provision — Where, 
for the purposes of any provision of this Act, one corporation 
resident in Canada (in this subsection referred to as the “con- 
trolled corporation”) would, but for this subsection, be re- 
garded as having been controlled by another corporation resi- 


dent in Canada (in this subsection referred to as the 
“controller”) at a particular time and it is established to the 
satisfaction of the Minister that 


Interpretation Bulletins: IT-64R3: Corporations: association and 
control — after 1988; IT-458R: Canadian-controlled private 
corporation. 


(7) Acquiring control — For the purposes of sub- 
sections 10(10), 13(21.2) and (24), 14(12) and 
18(15), sections 18.1 and 37, subsection 40(3.4), the 
definition “superficial loss” in section 54, section 55, 
subsections 66(11), (11.4) and (11.5), 66.5(3) and 
66.7(10) and (11), section 80, paragraph 80.04(4)(h), 
subsections 85(1.2) and 88(1.1) and (1.2), sections 
111 and 127, subsection 249(4) and this subsection, 


(a) control of a particular corporation shall be 
deemed not to have been acquired solely because 
of 


(i) the acquisition at any time of shares of any 
corporation by 


(A) a particular person who acquired the 
shares from a person to whom the particu- 
lar person was related (otherwise than be- 
cause of a right referred to in paragraph 
251(5)(b)) immediately before that time, 


(B) a particular person who was related to 
the particular corporation (otherwise than 
because of a right referred to in paragraph 
251(5)(b)) immediately before that time, 


(C) an estate that acquired the shares be- 
cause of the death of a person, or 


(D) a particular person who acquired the 
shares from an estate that arose on the 
death of another person to whom the par- 
ticular person was related, or 


(ii) the redemption or cancellation at any par- 
ticular time of, or a change at any particular 
time in the rights, privileges, restrictions or 
conditions attaching to, shares of the particu- 
lar corporation or of a corporation controlling 
the particular corporation, where each person 
and each member of each group of persons 
that controls the particular corporation imme- 
diately after the particular time was related 
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(i) control of a corporation is deemed not to 
have been acquired by any person or group of 
persons solely because of the amalgamation 
unless it is deemed by subparagraph (ii) or 
(111) to have been so acquired, 


(ii) a person or group of persons that controls 
the new corporation immediately after the 
amalgamation and did not control a predeces- 
sor corporation immediately before the amal- 
gamation is deemed to have acquired immedi- — 
ately before the amalgamation control of the 
predecessor corporation and of each corpora- 
tion it controlled immediately before the 
amalgamation (unless the person or group of 
persons would not have acquired control of 
the predecessor corporation if the person or 
group of persons had acquired all the shares of 
the predecessor corporation immediately 
before the amalgamation), and 


(iii) control of a predecessor corporation and 
of each corporation it controlled immediately 
before the amalgamation is deemed to have 
been acquired immediately before the amalga- 
mation by a person or group of persons 


(A) unless the predecessor corporation was 
related (otherwise than because of a right 
referred to in paragraph 251(5)(b)) imme- 
diately before the amalgamation to each 
other predecessor corporation, 


(B) unless, if one person had immediately 
after the amalgamation acquired all the 
shares of the new corporation’s capital 
stock that the shareholders of the predeces- 
sor corporation, or of another predecessor 
corporation that controlled the predecessor 
corporation, acquired on the amalgamation 
in consideration for their shares of: the 
predecessor corporation or of the other 
predecessor corporation, as the case may 
be, the person would have acquired control 
of the new corporation as a result of the 
acquisition of those shares, or 


(C) unless this subparagraph would, but 
for this clause, deem control of each prede- 
cessor corporation to have been acquired 
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on the amalgamation where the amalgama- 
tion is an amalgamation of 


(I) two corporations, or 


(II) two corporations (in this subclause 
referred to as the “parents”’) and one or 
more other corporations (each of which 
is in this subclause referred to as a 
“subsidiary”) that would, if all the 
shares of each subsidiary’s capital 
stock that were held immediately 
before the amalgamation by the parents 
had been held by one person, have been 
controlled by that person; 


(c) subject to paragraph (a), where 2 or more per- 
sons (in this paragraph referred to as the “trans- 
ferors”) dispose of shares of the capital stock of a 
particular corporation in exchange for shares of 
the capital stock of another corporation (in this 
paragraph referred to as the “acquiring corpora- 
tion’), control of the acquiring corporation and of 
each corporation controlled by it immediately 
before the exchange is deemed to have been ac- 
quired at the time of the exchange by a person or 
group of persons unless 


(i) the particular corporation and the acquiring 
corporation were related (otherwise than be- 


cause of a right referred to in paragraph | 


251(5)(b)) to each other immediately before 
the exchange, or 


(ii) if all the shares of the acquiring corpora- 
tion’s capital stock that were acquired by the 
transferors on the exchange were acquired at 
the time of the exchange by one person, the 
person would not control the acquiring 
corporation; 


(d) where at any time shares of the capital stock 
of a particular corporation are disposed of to an- 
other corporation (in this paragraph referred to as 
the “acquiring corporation”) for consideration 
that includes shares of the acquiring corporation’s 
capital stock and, immediately after that time, the 
acquiring corporation and the particular corpora- 
tion are controlled by a person or group of per- 
sons who 


(i) controlled the particular corporation imme- 
diately before that time, and 


(11) did not, as part of the series of transactions 
or events that includes the disposition, cease 
to control the acquiring corporation, 


control of the particular corporation and of each 
corporation controlled by it immediately before 
that time is deemed not to have been acquired by 
the acquiring corporation solely because of the 
disposition; and 

(e) where at any time all the shares of the capital 
stock of a particular corporation are disposed of 
to another corporation (in this paragraph referred 
to as the “acquiring corporation”) for considera- 
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tion that consists solely of shares of the acquiring 
corporation’s capital stock and, immediately after 
that time, 


(i) the acquiring corporation is not controlled 
by any person or group of persons, and 


(ii) the fair market value of the shares of the 
capital stock of the particular corporation is 
not less than 95% of the fair market value of 
all the assets of the acquiring corporation, 


control of the particular corporation and of each 
corporation controlled by it immediately before 
that time is deemed not to have been acquired by © 
the acquiring corporation solely because of the 
disposition. 
Related Provisions: 256(8.1) — Corporations without share 
capital. 


History: The opening words of subsec. 256(7) amended by 1998, c. 
19, subsec. 246(2), applicable after April 26, 1995 except that the 
teference to section 18.1 is applicable after November 17, 1996. 
The opening words formerly read: 


(7) For the purposes of subsection 13(24), sections 37 and 55, 
subsections 66(11), (11.4) and (11.5), 66.5(3) and 66.7(10) 
and (11), section 80, paragraph 80.04(4)(h), subsections 
85(1.2), 87(2.1) and (2.11), 88(1.1) and (1.2) and 89(1.1), 
sections 111 and 127 and subsection 249(4), 


Subpara. 256(7)(a)(ii) amended by the said c. 19, subsec. 246(3), 
applicable to 1994 et seg. Subpara. 256(7)(a)(ii) formerly read: 


(ii) the redemption or cancellation at any time of shares of the 
particular corporation or of a corporation controlling the par- 
ticular corporation, where the person or each member of the 
group of persons that controls the corporation immediately 
after that time was related to the corporation (otherwise than 
because of a right referred to in paragraph 251(5)(b)) immedi- 
ately before that time; and 


Para. 256(7)(b) amended, paras. (c), (d) and (e) added, by the said c. 
19, subsec. 246(4), para. 256(7)(b) applicable 


(a) to mergers that occur after April 26, 1995, other than a 
merger that occurs pursuant to a written agreement made before 
that day where the corporate entity formed by the merger so 
elects before January 1999; and 


(b) to a merger that occurred after 1992 and before April 26, 
1995 where the corporate entity formed by the merger so elects 
before January 1999; 


para. 256(7)(c) applicable to exchanges that occur after April 26, 
1995, other than an exchange that occurs pursuant to a written 
agreement made before that day; and paras. 256(7)(d) and (e) appli- 
cable after April 26, 1995 except that, with respect to acquisitions of 
shares that occur before June 20, 1996 or pursuant to a written 
agreement made before June 20, 1996, subpara. 256(7)(e)(ii) shall 
be read as follows: 


(ii) all or substantially all of the fair market value of the 
shares of the acquiring corporation’s capital stock is attributa- 
ble to the shares acquired by it at that time, 


Para. 256(7)(b) formerly read: 


(b) where there has been an amalgamation (within the mean- 
ing assigned by section 87) of two or more corporations after 
November 12, 1981, and a person or group of persons con- 
‘trolled the new corporation immediately after the amalgama- 
tion and did not control a particular predecessor corporation 
immediately before the amalgamation, that person or group of 
persons shall be deemed to have acquired control of the par- 
ticular predecessor corporation immediately before the amal- 
gamation unless control would not have been acquired if the 
person or group of persons that controlled the new corpora- 
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tion immediately after the amalgamation had acquired all of 
the shares of the particular predecessor corporation immedi- 
ately before the amalgamation. 


The opening words of subsec. 256(7). amended by 1995..c. 21, sub- 
sec. 44(1), applicable to amalgamations, acquisitions, redemptions 
and cancellations that occur after February 21, 1994. The opening 
words formerly read: 


(7) For the purposes of subsection 13(24), sections 37 and 55, 
subsections 66(1 1), (11.4) and (11.5), 66.5(3), 66.7(10) and 
(11), 85(1.2), 87(2.1) and (2-11), 88(1.1) and (1.2) and 
89(1.1), sections 111 and 127 and subsection 249(4), 


The opening words of subsec. 256(7) amended by 1995, c. ih sub- 
sec. 55(1), applicable to amalgamations, acquisitions, redemptions 
and cancellations that occur after February 21, 1994. The opening 
words formerly read: 


(7) For the purposes of subsection 13(24), section 37, subsec- 
tions 66(11), (11.4) and (11.5), 66.5(3), 66.7(10) and (11), 
85(1.2), 87(2.1) and (2.11), 88(1.1) and (1.2) and 89(1.1), 
sections 111 and 127 and subsection 249(4), 


All that portion of subsec. 256(7) preceding para. (b) substituted by 
1994, c. 21, s. 114, applicable to acquisitions, redemptions and can- 
cellations occurring after 1992. That portion of the subsec. formerly 
read: 


(7) Control deemed not to be acquired — For the purposes 
of subsection 13(24), section 37, subsections 66(11), (11.4) 
and (11.5), 66.5(3), 66.7(10) and (11), 85(1.2), 87(2.1), 
88(1.1) and (1.2) and 89(1.1), sections 111 and 127 and sub- 
section 249(4), 


(a) a person shall be deemed not to have acquired control 
of a particular corporation, or of any corporation con- 
trolled by it, because of the redemption, acquisition or 
cancellation of shares of the particular corporation if that 
person 


(i) was, immediately before the share redemption, ac- 
quisition or cancellation, related (otherwise than be- 
cause of a right referred to in paragraph 251(5)(b)) to 
the particular corporation, 


(iI) Was an executor, administrator or trustee of an 
estate who acquired the shares by virtue of the death 
of any other person, 


(ili) acquired the shares by way of a distribution from 
an estate arising on the death of another person with 
whom the first-mentioned person was related, or 


(iv) was a corporation formed by an amalgamation 
(within the meaning of section 87) of two or more 
predecessor corporations each of which was related 
(otherwise than by virtue of a right referred to in par- 
agraph 251(5)(b)) to the particular corporation im- 
mediately before the amalgamation; and 


All that portion of subsec. 256(7) preceding subpara. (a)(ii) 
amended by 1994, c. 7, Sch. II (1991, c. 49), subsecs. 198(3),. (4), to 
add reference to subsec. 85(1.2), applicable to dispositions occur- 
ring after 1984, and to substitute all that portion of para. (a) preced- 
ing subsec. (1i), applicable with respect to redemptions, acquisitions 
and cancellations of shares occurring after 1989, except that, in ap- 
plying the para. to a person who so elected by notifying the. Minister 
of National Revenue in writing before 1992 [1994, c. 7, Sch. VIII 
(1993, c. 24), s. 159 provides that such an election made before De- 
cember 11, 1993 shall be.deemed to have been made before 1992], 
the references therein to “redemption” and “cancellation” shall be 
read as references to “redemption after July 13, 1990” and “cancel- 
lation after July 13, 1990”, respectively. The substitution portion of 
para. (a) formerly read: 


(a) where shares of a particular corporation have been ac- 
quired by a person after March 31, 1977, that person shall be 
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deemed not to have acquired control of the particular corpora- 
tion by virtue of that share acquisition if that person 


(i) was, immediately before the share acquisition, related 
(otherwise than by virtue of a right referred to in para- 
graph 251(5)(b)) to the particular corporation, 


Pre-RSC History: That portion of subsec. 256(7) preceding para. 
(a) amended by 1988, c. 55, subsec. 192(5) to add reference to sub- 


‘sec. 89(1.1), applicable after 4 p.m. EDST. September 25, 1987. 


That portion of subsec. 256(7) preceding para. (a) substituted by 
1987, c. 46, subsec. ‘it are after January 15, 1987, except 
that 


“(a) the deletion of the reference to subsection 66(11.1) and the 
addition of the reference to subsections 66.7(10) and (11) are 
applicable to taxation years ending after February 17, 1987; and 


(b) the addition of the reference to subsection 66.5(3) is appli- 
-cable after June 5, 1987. 


That portion of subsec. (7) formerly read: 


(7) For the purposes of subsections 66(11) and (#421), 
. 87(2.1), 88(1:1) and (1-2) and sections 111 and 127 


The heading, and all that portion of subsec. 256(7) preceding para. 
(a), amended by 1986, c. 6, subsec. 127(2); to substitute “Control 
deemed not to be” for “Where control deemed not to have been” in 
the heading, and to add reference to section 127, applicable after 
May 23,1985... 


All that portion of subsec. 256(7) preceding para. (a) and para. 


256(7)(b) substituted by 1980-81-82-83, c. 140, subsecs. 131(1), 


(2), applicable after November 12, 1981. That res of subsec. (7) 
and para. (b) formerly read: 


(7) For the purposes of subsections 66(11), 87(2. 1), 88(1.1) 
and (1.2) and 111(4) and (5) 


*-(b)-where there has been an amalgamation (within the 
meaning of section 87) of two or more corporations after 
March 31, 1977, and a person or a group of persons con- 
trolled the new corporation immediately-after the amalga- 
mation and did not contro! a particular predecessor cor- 
poration immediately before the amalgamation, that 
person or group of persons shall be deemed to have ac- 
quired control of the particular predecessor Corporation 
immediately before the amalgamation: 


Subparas. 256(7)(a)(i), (iv), para. 256(7)(b) substituted by 1980-81- 
82-83, c) 48, subsecs. 112(1)-(3), applicable, as-to subparas. 

256(7)(a)(i), (iv),-with respect-to any acquisition of a right referred 
to in para. 251(5)(b) occurring after December 11, 1979. Subparas. 
(a)(Z), (iv) and para. (b) formerly read: 


(i). was, immediately before such share Acquisition: re- 
lated to the particular corporation, 


(iv) was a corporation formed by an amalgamation 
(within the meaning of section 87) of two or more prede- 
cessor corporations each of which was related to the par- 
ticular corporation immediately before the amalgamation: 
and ' oes 

(b) where there has been an amalgamation (within the mean- 
ing of section 87) of two or more corporations after March 
31, 1977, and a person or a group of related persons con- 
trolled the new corporation immediately after the amalgama- 
tion and did not control a particular predecessor corporation 
immediately before the amalgamation, that person or group of 
related persons shall be deemed to have acquired control of 
the particular predecessor corporation pape, before the 
amalgamation. 


Subparas. 256(7)(a)(ii), (iii) substituted, (iv) added by 1977-78, c. 
32, s. 56, applicable to taxation years ending after March 31, 1977. 
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Subsec. 256(7) added by 1977-78, c. 1, s. 99, applicable to taxation 
years ending after March 31, 1977. 


Selected Cases [subsec. 256(7)]: Duha Printers (Western ) Ltd. 
v. Canada, [1996] 3 C.T.C. 19 (FCA) (Losses not deductible where 
control prior to amalgamation not established). 


Interpretation Bulletins: IT-64R3: Corporations: association and 
control — after 1988; IT-302R3: Losses of a corporation — the ef- 
fect that acquisitions of control, amalgamations, and windings-up 
have on their deductibility — after January 15, 1987. 

I.T. Technical News: No. 7 (control by a group — 50/50 
arrangement). 


Advance Tax Ruling: ATR-7: Amalgamation involving losses 
and control. 


(8) Deemed exercise of right — Where at any 
time a taxpayer acquires a right referred to in para- 
graph 251(5)(b) in respect of a share and it can rea- 
sonably be concluded that one of the main purposes 
of the acquisition is 


(a) to avoid any limitation on the deductibility of 
any non-capital loss, net capital loss, farm loss or 
any expense or other amount referred to in sub- 
section 66(11), 66.5(3) or 66.7(10) or (11), 


(b) to avoid the application of subsection 10(10) 
or 13(24), paragraph 37(1)(h) or subsection 55(2) 
or 66(11.4) or (11.5), paragraph 88(1)(c.3) or 
subsection 111(4), (5.1), (5.2) or (5.3), 181.1(7) 
or 190.1(6), 


(c) to avoid the application of paragraph (j) or (k) 
of the definition “investment tax credit” in sub- 
section 127(9), 


(d) to avoid the application of section 251.1, or 
(e) to affect the application of section 80, 


the taxpayer is deemed to be in the same position in 
relation to the control of the corporation as if the 
right were immediate and absolute and as if the tax- 
payer had exercised the right at that time for the pur- 
pose of determining whether control of a corporation 
has been acquired for the purposes of subsections 
1010) and 13(24), section 37, subsections 55(2), 
66(11), (11.4) and-(11.5), 66.5(3), 66.7(10) and (11), 
section 80, paragraph 80.04(4)(h), subparagraph 
88(1)(c)(vi), paragraph 88(1)(c.3), sections 111 and 
127 and subsections 181.1(7), 190.1(6) and 249(4), 
and in determining for the purpose of section 251.1 
whether a corporation is controlled by any person or 
group of persons. 

Related Provisions: 256(8.1)— Corporations without share 
capital. 

History: Subsec. 256(8) amended by 1998, c. 19, subsec. 246(5), 
applicable after February 21, 1994 except that, 


(a) in its application after February 21, 1994 and before June | 


24, 1994, subsec. 256(8) shall be read as follows: 


(8) Where at any time a taxpayer acquires a right referred 
to in paragraph 251(5)(b) in respect of shares and it can 
reasonably be concluded that one of the main purposes of 
the acquisition is 
(a) to avoid any limitation on the deductibility of any 
non-capital loss, net capital loss, farm loss or any ex- 
pense or other amount referred to in subsection 
66(11), 66.5(3) or 66.7(10) or (11), 
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(b) to avoid the application of subsection 13(24), par- 
agraph 37(1)(h), subsection 66(11.4) or (11.5), para- 
graph 88(1)(c.3) or subsection 111(4), (5.1), (5.2) or 
(5.3), 


(c) to avoid the application of paragraph (j) or (k) of 
the definition “investment tax credit” in subsection 
127(9), or 


(d) to affect the application of section 80, 


the taxpayer is deemed to have acquired the shares at that 
time for the purpose of determining whether control of 
the corporation has been acquired for the purposes of 
subsection 13(24), section 37, subsections 66(11), (11.4) 
and (11.5), 66.5(3) and 66.7(10) and (11), section 80, 
paragraph 80.04(4)(h), subparagraph 88(1)(c)(vi), para- 
graph 88(1)(c.3), sections 111 and 127 and subsection 
249(4). 


and 


(b) in its application after June 23, 1994 and before April 27, 
1995, subsec. 256(8). shall be read as follows: 


(8) Where at any time a taxpayer acquires a right referred 
to.in paragraph 251(5)(b) in respect of shares and it can 
reasonably be concluded that one of the main purposes of 
the acquisition is 


~ (a) to avoid any limitation on the deductibility of any 
non-capital loss, net capital loss, farm loss or any ex- 
pense or other amount referred to in subsection 
66(11), 66.5(3) or 66.7(10) or (11), 


(b) to avoid the application of subsection 13(24), par- 
agraph 37(1)(h), subsection 55(2), 66(11.4) or (11.5), 
paragraph 88(1)(c.3) or subsection 111(4), (5.1), 
62) ones) 


(c) to avoid the application of paragraph (j) or (k) of 
the definition “investment tax credit” in subsection 
127(9), or 


(d) to affect the application of section 80, 


the taxpayer is deemed to have acquired the shares at that 
time for the purpose of determining whether control of 
the corporation has been acquired for the purposes of 
subsection 13(24), sections 37 and 55, subsections 
66(11), (11.4) and (11.5), 66.5(3) and 66.7(10) and (11), 
section 80, paragraph 80.04(4)(h). subparagraph 
88(1)(c)(vi), paragraph 88(1)(c.3), sections 111 and 127 
and subsection 249(4), 


Subsec. 256(8) formerly read: 


(8) Deemed acquisition of shares — Where at any time a 
taxpayer acquires a right referred to in paragraph 251(5)(b) 
with respect to shares and it can reasonably be concluded that 
one of the main purposes of the acquisition is 
(a) to avoid any limitation on the deductibility of any 
non-capital loss, net capital loss, farm loss, expense or 
other amount referred to in subsection 66(11), 66.5(3) or 
66.7(10) or (11), 


(b) to avoid the application of subsection 13(24), para- 
graph 37(1)(h) or subsection 55(2), 66(11.4) or (11.5) or 
111(4), (5.1), (5.2) or (5.3), 


(c) to avoid the application of paragraph (j) or (k) of the 

definition “investment tax credit” in subsection 127(9), 

or 

(d) to affect the application of section 80, 
in determining whether control of the corporation is acquired 
for the purposes of subsection 13(24), sections 37 and 55, 
subsections 66(11), (11.4) and (11.5), 66.5(3) and 66.7(10) 
and (11), section 80, paragraph 80.04(4)(h), sections 111 and 
127 and subsection 249(4), the taxpayer shall be deemed to 
have acquired the shares at that time. 
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Subsec. 256(8) amended by 1995, c. 21, subsec. 44(2), applicable to 
acquisitions that occur after February 21, 1994, except that, with 
respect to acquisitions that occur before June 24, 1993, 


(a) paragraph 256(8)(b) shall be read without reference to sub- 
sec. 55(2); and 


(b) the concluding portion of subsection 256(8) shall be read 
without reference to s. 55. 


Subsec. (8) formerly read: 


(8) Deemed acquisition of shares — Where at any time a 
taxpayer has acquired a right referred to in paragraph 
251(5)(b) with respect to shares and it can reasonably be con- 
cluded that one of the main purposes of the acquisition was to 
avoid 
(a) any limitation on the deductibility of any non-capital 
loss, net capital loss, farm loss, expense or other amount 
referred to in subsection 66(11), 66.5(3) or 66.7(10) or 
(11), 
(b) the application of subsection 13(24), paragraph 
37(1)(h), or subsection 55(2), 66(11.4) or (11.5), 111(4), 
(On) (OL2 wor (s5). 200 


(c) the application of paragraph (j) or (k) of the definition 
“investment tax credit” in subsection 127(9), 


in determining whether control of a corporation has been ac- 
quired for the purposes of subsection 13(24), sections 37 and 
55, subsections 66(11), (11.4) and (11.5), 66.5(3) and 
66.7(10) and (11), sections 111 and 127-and subsection 
249(4), the taxpayer shall be deemed to have acquired the 
shares at that time. 


That portion of subsec. 256(8) after para. (a) amended by 1995, c. 3, 
subsec. 55(2), applicable to acquisitions that occur after June 23, 
1994. That portion formerly read: 
256(8) 
(b) the application of ‘subsection 13(24), paragraph 
37(1)(h) or subsection 66(11.4) or (11.5), 111(4), (5.1), 
(5.2);or.©,3),, of 
(c) the application of paragraph (j) or (k) of the definition 
“investment tax credit” in subsection 127(9), 
in determining whether control of the corporation has been 
acquired for the purposes of subsection 13(24), section 37, 
subsections 66(11), (11.4) and (11.5), 66.5(3), 66.7(10) and 
(11),:sections 111 and 127 and subsection 249(4), the tax- 
payer shall be deemed to have acquired the shares at that 
time. 


Pre-RSC History: Subsec. 256(8) substituted by 1987, c. 46, 
subsec. 71(2), applicable with respect to acquisitions of rights oc- 
curring after January 15, 1987, except that 


(a) the deletion of references to subsection 66(11.1) and the ad- 
dition of references to subsections 66.7(10) and (11) are appli- 
cable with respect to acquisition of rights occurring in taxation 
years ending after February 17, 1987; and 


(b) the addition of references to subsection 66.5(3) is applicable 
with respect to acquisitions of rights occurring after June 5, 
1987. 


Subsec. 256(8) formerly read: 


(8) Deemed acquisition of shares — Where at any time a 
taxpayer has acquired a right referred to in paragraph 
251(5)(b) with respect to shares and it can reasonably be con- 
cluded that one of the main purposes of the acquisition was to 
avoid 
(a) any limitation on the deductibility of any non-capital 
loss, net capital loss, farm loss or any expense referred to 
in subsection 66(11) or (11.1), 


(b) the application of subsection TO vor (20208 


(c) the application of paragraph (j) or (k) of the definition 
“investment tax credit” in subsection 127(9), 
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in determining whether control of the corporation has been 
acquired for the purposes of subsections 66(11) and (11.1) 
and sections 111 and 127, he shall be deemed to have ac- 
quired the shares at that time. | 
Subsec. 256(8) amended by 1986, c. 6, subsec. 127(3), to substitute 
heading “Deemed acquisition of shares” for “Where share deemed 
to have been acquired”, to add para. (c), and to add reference to 
section 127 in that portion following para. (c), applicable with re- 
spect to the acquisition of rights occurring after May 23, 1985. 


Para. 256(8)(a) substituted by 1984, c. 1, s. 106, applicable to 1983 
et seq. Para. 256(8)(a) formerly read: 


(a) any limitation on the deductibility of any net capital loss, 
non-capital loss or any expense referred to in subsection 
66(11) or (11.1), or 


Subsec. 256(8) substituted by 1980-81-82-83, c. 140; subsec. 
131(3), applicable with respect to taxation years ending after No- 
vember 12, 1981. Subsec. 256(8) formerly read: 


(8) Where at any time a taxpayer has acquired any right re- 
ferred to in paragraph 251(5)(b) and it can reasonably be con- 
cluded that one of the main purposes of the acquisition was to 
avoid any limitation on the deductibility of any net capital 
loss, non-capital loss or any expense referred to in any of 
paragraphs 66(11)(a) to (e), in determining whether control of 
the corporation has, been acquired for the purposes of subsec- 
tions 111(4) and (5) and 66(1 1), he shall be deemed to have 
acquired the shares at that time. 


Subsec., 256(8) added by 1980-81-82-83, c. 48, subsec. 112(4), ap- 
plicable with respect to any acquisition of a right referred to in para. 
251(5)(b) occurring after December 11, 1979. 


Interpretation Bulletins: [T-64R3: Corporations: association and 
control — after 1988. 


(8.1) Corporations without share capital — 
For the purposes of subsections (7) and (8), 


(a) a corporation incorporated without share capi- 
tal is deemed to have a A capital stock of a single 
class; 


(b) each member, policyholder and other partici- 
pant in the corporation is deemed to be a share- 
holder of the corporation; and 


(c) the membership, policy or other interest in the 
corporation of each of those participants is 
deemed to be the number of shares of the corpo- 
ration’s capital stock that the Minister considers 
reasonable in the circumstances, having regard to 
the total number of participants in the corporation 
and the nature of their participation. 


History: Subsec. 256(8.1) added: by 1998, c. 19, subsec. 246(5), 
applicable after April 26, 1995. 


(9) Date of acquisition of control — For the 
purposes of this Act, where control of a corporation 
is acquired by a person or group of persons at a par- 
ticular time on a day, control of the corporation shall 
be deemed to have been acquired by the person or 
group of persons, as the case may be, at the com- 
mencement of that day and not at the particular time 
unless the corporation elects in its return of income 
under Part I filed for its taxation year ending imme- 
diately before the acquisition of control not to have 
this subsection apply. 


Related Provisions: 249(4) — Deemed year end where change 
of control occurs; Reg. 6204(4) — Subsec. 256(9) ignored for pur- 
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poses of “specified person” in determining prescribed shares under 
110(1)(d). 

Pre-RSC History: Subsec. 256(9) added by 1987, ¢. 46, subsec. 
71(3), applicable after January. 15, 1987. 


Definitions [s. 256]: “amount” —248(1); “arm’s length” — 
251(1); “associated” — 256; “business” — 248(1); “Canada” — 
255; “Canadian-controlled private corporation” — 125(7), 248(1); 
“child” — 252(1); “class of shares” — 248(6); “common share” — 
248(1); “control” — 256(1.2), (5.1): “corporation”, “dividend” — 
248(1); “estate” — 104(1), 248(1); “farm loss” — 111(8), 248(1); 
“fiscal period” — 249(2)(b), 249.1; “group” — 256(1.2)(a); “indi- 
vidual” — 248(1); “investment tax credit” — 127(9), 248(1); “Min- 
ister” — 248(1); “net capital loss”, “non-capital loss” — 111(8), 
248(1); “paid-up capital” — 89(1), 248(1); “parent” — 252(2); 
“person”, “prescribed”, “principal amount”, “property” — 248(1): 
“related group” — 251(4); “share”, “shareholder” — 248(1); “spec- 
ified class” — 256(1.1); “substituted property” — 248(5); “taxation 
year” — 249; “taxpayer” — 248(1); “testamentary trust” — 108(1), 
248(1); “trust”? — 104(1), 248(1), (3). 


257. Negative amounts — Except as specifically 
otherwise provided, where an amount or a number is 
required under this Act to be determined or calcu- 
lated by or in accordance with an algebraic formula, 
if the amount or number when so determined or cal- 
culated would, but for this section, be a negative 
amount or number, it shall be deemed to be nil. 


Related Provisions: 248(1)“taxable income” — Taxable income 
cannot be less than nil. 


Pre-RSC History: S. 257 enacted by 1986, c. 6, s. 128, applicable 
to 1985 et seq. 


Definitions: “amount” — 248(1). 


Pre-RSC History [former s. 257]: Former 257 repealed by 
1980-8 1-82-83, c. 140, s. 132. S. 257 formerly read: 


257. (1) Where corporation has degree of Canadian 
‘ownership — For the purposes of this Act, a corporation has 
a degree of Canadian ownership in a taxation year if through- 
out any 60-day period included in the 120-day period com- 
~mencing 60 days before the first day of the year, 


(a) the corporation complied with the following 
conditions: 
(i) the corporation was resident in Canada, 
(11) either 
(A) not less than 25% of the issued and outstand- 
ing shares of the corporation having full voting 
rights under all circumstances were owned by 
one or more individuals resident in Canada, one 
or more corporations controlled in Canada or a 
combination thereof, and equity shares repre- 
senting in the aggregate not less than 25% of that 
part of the paid-up capital of the corporation that 
was represented by all the issued and outstand- 
ing equity shares of the corporation were owned 
by one, or more individuals resident in Canada, 
one or more corporations controlled in Canada, 
or a combination thereof, or 


(B) a class or classes of shares of the corporation 
having full voting rights under all circumstances 
were listed on a prescribed stock exchange in 
Canada, and it is established in prescribed man- 
ner that no one non-resident person and no one 
corporation that did not comply with clause (A) 
owned more than 75% of the issued and out- 
standing shares of the corporation having full 
voting rights under all circumstances, alone or in 
combination with any other person related to 
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such non-resident person or such corporation at 
any time within the period, and a class or classes 
of equity shares of the corporation representing 
in the aggregate not less than 50% of that part of 
the paid-up capital of the corporation that was 
represented by all the issued and outstanding eq- 
uity shares of the corporation were listed on a 
prescribed stock exchange in Canada, and it is 
established in prescribed manner that no one 
non-resident person and no one corporation that 
did not comply with clause (A) owned equity 
shares representing in the aggregate more than 
75% of that part of the paid-up capital of the cor- 
poration that was represented by all the issued 
and outstanding equity shares of the corporation, 
alone or in combination with any other person 
related to such non-resident person or such cor- 
poration at any time within the period, and 


_ (iil) where the year commenced after 1964, the num- 
ber of directors who were resident in Canada was not 
less than 25% of the total number of directors of the 
corporation; 

(b) the corporation complied with the conditions speci- 
fied in subparagraphs (a)(i) and (iii) and was a subsidiary 
wholly-owned corporation subsidiary to a corporation 
that throughout the 60-day period complied with the con- 
ditions specified in paragraph (a) or (c); or 
(c) the corporation complied with the conditions speci- 
fied in subparagraphs (a)(i) and (iii) and was a subsidiary 
controlled corporation 
(i) of which equity shares representing at least 75% 
of that part of the paid-up capital of the corporation 
that is represented by all the issued and outstanding 
equity shares were owned by | 
(A) the corporation to which it was subsidiary, 
- (B) a corporation controlled in Canada, 
(C) an individual resident in Canada, or 


(D) any combination of persons described in 
clause (A), (B) or (C), and 
(ii) subsidiary to a corporation that throughout the 
60-day period complied with the conditions specified 
in paragraph (a) or (b). 
(2) dem — For the purposes of this section, 


(a) a corporation that has share capital is not controlled in 
Canada at a particular time unless at that time the corpo- 
ration is resident in Canada, and 


(i) more than 50% of its issued and outstanding 
shares having full voting rights under all 
circumstances, 
(ii) shares representing in. the aggregate more than 
50% of its paid-up capital, and 
(iil) equity shares representing in the aggregate more 
than 50% of that part of the paid-up capital of the 
corporation that is represented by all the issued and 
outstanding equity shares 
are owned by 
(iv) individuals resident in Canada, 
(v) corporations resident in Canada with respect to 
each of which 
(A) more than 50% of the issued shares having 
full voting rights under all circumstances, 
(B) shares representing in the aggregate more 
than 50% of the paid-up capital, and 
(C) equity shares representing in the aggregate 
more than 50% of that part of the paid-up capital 
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of the corporation that is represented by all the 
issued and outstanding equity shares 


are owned by individuals resident in Canada, or 


(vi) any combination of individuals or corporations 
described in subparagraph (iv) or (v); 


(b) where 
(1) a non-resident person, 


(ii) a corporation that does not have a degree of Ca- 
nadian ownership, or 


(iii) a corporation that is related to a non-resident 
person 


has a right, either as an incident of ownership of a share 
of a corporation or otherwise under a contract, in equity 
or otherwise, either immediately or in the future and ei- 
ther absolutely or contingently, to, or to acquire, equity 
shares in a corporation, those shares shall 


(iv) unless the right is contingent upon an event that 
it is not reasonable to expect to occur within a rea- 
sonable time, or 


(v) unless the right is such that a reasonable man 
concerned only with the value of the shares would 
not exercise it, 


be deemed 
(vi) to be owned by the person who has the right, 


(vii) to be owned by a non-resident person, where the 
person who has the right is a corporation described in 
subparagraph (ii) or (iii), and 


(viii) where the shares are unissued, 
(A) to be issued and outstanding, and 


(B) to have a paid-up capital value, with respect 
to each share, equal to 


(1) the par value, where the shares have a par 
value 


(II) the amount that would be paid with re- 
spect to each share to exercise the right 
under the terms of the contract, where the 
shares. have no par value and an amount is 
specified in the contract, or 


(III) the market value at the end of the rele- 
vant 60-day period of a share of the class of 
shares of that corporation that is most 
closely similar to that share, where the 
shares have no par value and no amount is 
specified in the contract, 


and any other person who actually owns the shares in re- 
spect of which that right exists shall be deemed not to 
own those shares; 


(c) where shares are owned by a trustee resident in Can- 
ada, other than a trustee 


(1) who is a trustee under 
(A) a registered pension fund or plan, 
(B) a deferred profit sharing plan, 
(C) an employees profit sharing plan, or 


(D) a supplementary unemployment benefit plan 
in relation to which at least 75% of the employ- 
ees covered by the plan are resident in Canada, 
and 


(ii) who owns, as trustee, if he is a trustee under a 
registered pension fund or plan, less than 10% of the 
issued and outstanding equity shares of a corporation 
that is an employer of employees covered by the reg- 
istered pension fund or plan, or a corporation related 
thereto, 
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the shares shall be deemed not to be owned by a person 
resident in Canada unless it is established that each bene- 
ficiary under the trust is an individual resident in Canada; 


(d) where, during any relevant 60-day period referred to 
in subsection (1), a director of a corporation who is resi- 
dent in Canada dies and within 60 days thereafter another 
person who is resident in Canada is appointed or elected 
to be a director of the corporation, such other person shall 
be deemed to have become such a director immediately 
upon the death of the deceased director; 


(e) “equity share” — “equity share” means 


(i) a share, other than a non-participating share, the 
owner of which has, as owner thereof, a right 


(A) to a dividend, and 


(B) to a part of the surplus of the corporation af- 
ter repayment of capital and payment of arrears 
of dividend, upon the redemption of the share, a 
reduction of the capital of the corporation or the 
winding up of the corporation, 


at least as great, in any event, as the right of the 
owner of any other share, other than a non-participat- 
ing share, of the corporation, when the magnitude of 
the right in each case is expressed as a rate based on 
the paid-up capital value of the share to which the 
right relates, or 


(ii) a share, other than a non-participating share, the 
owner of which has, as owner thereof, a right 


(A) to a dividend, after a dividend at a rate not in 
excess of 12% per annum of the paid-up capital 
value of each share has been paid to the owners 
of shares of a class other than the class to which 
that share belongs, and 


(B) to a part of the surplus of the corporation af- 
ter repayment of capital and payment of arrears 
of dividend, upon the redemption of the share, a 
reduction of the capital of the corporation or the 
winding up of the corporation, after a payment 
of a part of the surplus at a rate not in excess of 
10% of the paid-up capital value of each share 
has been made to the owners of shares of a class 
other than the class to which that share belongs, 


at least as great, in any event, as the right of the 
owner of any other share, other than a non-participat- 
ing share, of the corporation, when the magnitude of 
the right in each case is expressed as a rate based on 
the paid-up capital value of ‘the share to which the 
right relates; 
(f) “non-participating share” — “non-participating 
share” means 
(i) in the case of a private corporation, a share the 
owner of which is not entitled to receive, as owner 
thereof, any dividend other than a dividend, whether 
cumulative or not, 


(A) at a fixed annual rate or amount, or 


(B) at an annual rate or amount not in excess of 
a fixed annual rate or amount, and 


(ii) in the case of a corporation other than a private 

corporation, any share other than a common share; 
(g) “paid-up capital value” — “paid-up capital value”, 
with reference to a share, means 

(1) in the case of an unissued share that is deemed by 

paragraph (b) to be issued and outstanding, the 

amount determined under clause (viii)(B) of that par- 

agraph, and 


(ii) in any other case, an amount equal to the paid-up 
capital of the corporation that is represented by the 
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shares of the class to which that share belongs di-' 
vided by the number of shares of that class that are in 
fact issued and outstanding; and 


(h) where in the case of a private corporation 


(i) the paid-up capital of a corporation that is repre- 
sented by all the issued and outstanding equity shares 
of the corporation is less than 50% of the paid- -up 
capital of the. corporation that is represented by all 
the issued and outstanding shares of the corporation 
other than non-participating shares, or 


(ii) a non-participating share of the corporation, the 
owner of which has, as owner, a right to a dividend 


(A) at a fixed annual rate in excess of 12%, or 


(B) at an annual rate not in excess ofa fixed 
maximum annual rate, if the fixed maximum an- 
nual rate is in excess of 12%, 


when the right to the dividend is expressed as a rate 
based on the paid-up capital value of the share to 
which the right relates, is issued and outstanding, 


the issued and outstanding equity shares of the corpora- 
tion shall be deemed not to be equity shares. 


Cls. 257(2)(e)(ii)(A), (h)(ii)(A), (B), para. 257(2)(f), all that portion 
of para. 257(2)(h) preceding subpara. (i) substituted by 1977-78, c. 
1, subsecs. 100(1)-(4), applicable to 1972 et seg. 


258. (1) [Repealed under former Act] 


Pre-RSC History: Subsec, 258(1) repealed by 1988, c. 55, subsec. 
193(1), applicable with respect to reductions of paid-up capital oc- 
curring after 1987. Subsec. 258(1) formerly read: 


258. (1) Deemed dividend on term preferred share — For 
the purposes of this Act, where at any time after November 
16, 1978 the paid-up capital of a term prelericd share owned 
by 

(a) a specified financial institution, or 


(b) a partnership or trust of which a specified financial 
institution or a person related thereto was a member or a 
beneficiary, 


was reduced otherwise than by way of redemption, acquisi- 
tion or,cancellation of the share or of a transaction described 
in subsection 84(2) or 84(4.1), a dividend shall be deemed to 
have been received by the shareholder at that time equal to 
the amount received by him on the reduction of the paid-up 
capital of the share, unless the share was not acquired in the 
ordinary course of the business carried on by the shareholder. 


Subsec. 258(1) substituted by 1980-81-82-83, c. 48, s. 113, applica- 

ble after November 16, 1978. Subsec. 258(1) formerly read: » 
(1) For the purposes of this Act, where at any time after No- 
vember 16, 1978, a corporation has reduced the paid-up capi- 
tal in respect of a term preferred share otherwise than by way 
of a redemption, acquisition or cancellation of the share or a 
transaction described in subsection 84(2) or (4.1), a dividend 
shall be deemed to have been received on the share at that 
time by the shareholder equal to the amount received by him 
on the reduction of the paid-up capital. 


(2) Deemed dividend on term preferred 
share — Notwithstanding subsection 15(3), an 
amount paid or payable after 1978 as interest on or 
as an amount in lieu of interest in respect of 


(a) any interest or dividend payable after Novem- 
ber 16, 1978 on an income bond or an income 
debenture issued before November 17, 1978 or 
pursuant to an agreement in writing made before 
that date, or 
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(b) a dividend that became payable or in arrears 
after November 16, 1978 on a share of the capital 
stock of a corporation that is not a term preferred 
share by reason of having been issued before No- 
vember 17, 1978 or pursuant to an agreement in 
writing made before that date, 


shall, for the purposes of subsections 112(2.1) and 
138(6), be deemed to be a dividend received on a 
term preferred share. 


Related Provisions: 
partnerships. 


Pre-RSC History: Para: 258(2)(a) amended by 1985, c. 45, s. 125, 
applicable after November 16, 1978, to add “issued before Novem- 
ber 17, 1978 or pursuant to an agreement in writing made before 
that date”. . 


248(13) — Interests. in trusts and 


Interpretation Bulletins: IT-52R4: Income bonds and income 
debentures. 


(3) Deemed interest on preferred shares — 
Subject to subsection (4), for the purposes of 
paragraphs 12(1)(c) and (k) and sections 113 and 
126, each amount that is a dividend received in a 
taxation year on 


(a). a term preferred share by a specified financial 
institution resident in‘Canada from a corporation 
not resident in Canada, or 


(b) any other share that 
(i) is a grandfathered share, or 


(ii) was issued before 8:00 p.m. Eastern 
Daylight Saving Time, June 18, 1987 and was 
not deemed. by paragraph 112(2.2)(f) to have 
been. issued. after that time 


by a corporation from a corporation not resident 
‘in Canada, if the dividend would have been a div- 
idend in respect of which no deduction could 
have been made under subsection 112(1) or (2) or 
138(6) because of subsection 112(2.2) of the Jn- 
come Tax Act, chapter 148 of the Revised. Stat- 
utes of Canada, 1952, as it read on June 17, 1987, 
if the corporation that paid the dividend were a 
taxable Canadian corporation 


shall be deemed to be interest received in the year 
and not a dividend received on a share of the capital 
stock of a corporation; 


Related Provisions: 248(1) — “amount” — stock dividend: 
248(13) — Interests in trusts and partnerships. ' 


History: Para. 258(3)(b) amended by 1994, c. 7;Sch» VII (1993, c. 
24), s. 141, applicable to dividends received or deemed to be. re- 
ceived on shares acquired after 8:00 p.m. EDST, June 18, 1987. 
Para. (3)(b) formerly read: 


(b) any other share by a corporation from a corporation not 
resident in Canada, if the dividend would have been a divi- 
dend in respect of which no deduction could have been made 
under subsection 112(1) or (2) or 138(6) by reason of subsec- 
tion 112(2.2) of the Income Tax Act, chapter 148 of the-Re- 
vised Statutes of Canada, 1952, as it read on June 17, 1987 if 
the corporation that paid the dividend were a taxable Cana- 
dian corporation 


Pre-RSC History: Subsec. 258(3) substituted by 1988, c. 55, 
subsec. 193(2), applicable with respect to dividends received or 
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deemed to be received on shares acquired after 8:00 p.m. EDST, 
June 18, 1987. Subsec. 258(3) formerly read: 


(3) Deemed interest on term preferred share — For the 
purposes of paragraphs 12(1)(c) and (k) and sections 113 and 
126 and subject to subsection (4), each amount that is 


(a) a dividend received on a term preferred share by a 
specified financial institution from a corporation not resi- 
dent in Canada, or 


(b) a dividend received on a share of the capital stock of 
a corporation not resident in Canada by any corporation 
(in this subsection referred to as the “recipient corpora- 
tion”), if at the time the dividend was paid, a specified 
financial institution or a person related thereto or a part- 
nership or trust of which any such institution or person’ 
related thereto is a member or a beneficiary was obli- 
gated pursuant to any agreement made after October 23, 
1979, either absolutely or contingently and either at or 
after the time the dividend was paid, to effect any under- 
taking with respect to the share on which the dividend 
was paid including any guarantee, covenant or agreement 
to purchase or repurchase the. share, given to.ensure that 


(i) any loss that the recipient corporation or any part- 
nership or trust of which the recipient corporation is 
a member or a beneficiary may sustain by virtue of 
the ownership, holding or disposition of the share is 
limited in any respect, or 


(ii) the recipient corporation or any partnership or 
trust of which it is a member or beneficiary will de- 
rive earnings by virtue of the ownership, holding or 
disposition of the share, 


shall be deemed to be interest received and not a dividend on 
a share of the capital stock of the corporation. 


Subsec. 258(3) substituted by 1980-81-82-83, c. 48, s. 113, applica- 
ble after November 16, 1978, except that, in its application to divi- 
dends on shares acquired before April 22, 1980, the references in 
subsec. 258(3) to “a specified financial institution” shall be read as 
references to “a corporation described in paragraph 112(2.1)(a) or 
(b)”. Subsec. 258(3) formerly read: 


(3) A dividend on a term preferred share received by.a partic- 
ular corporation described in any of paragraphs 112(2.1)(a) to 
(c) from a corporation not resident in Canada other than a 
dividend paid on a share of the capital stock of a corporation 
that was not acquired in-the ordinary course of the business 
carried on by the particular corporation, or a dividend on a 
term preferred share received by a particular corporation re- 
ferred to in subsection 112(2.2) from a corporation not resi- 
dent in Canada, shall, for the purposes of paragraphs 12(1)(c) 
and (k) and section 113, be deemed to be received as interest 
and not as a dividend on a share of the capital stock of a for- 
eign affiliate of. the corporation. 


I.T. Application Rules: 69 (meaning of “/ncome Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


Interpretation Bulletins: IT-88R2: Stock dividends. 


(4) Exception — Subsection (3) is not applicable to 
a dividend described in paragraph (3)(a) if the share 
on which the dividend was paid was not acquired in 
the ordinary course of the business carried on by the 
corporation. 


Pre-RSC History: Subsec. 258(4) added by 1980-81-82-83, c. 48, 
s. 113, applicable after November 16, 1978. 


(5) Deemed interest on certain shares — For 
the purposes of paragraphs 12(1)(c) and (k) and sec- 
tions 113 and 126, a dividend received after June 18, 
1987 and in a taxation year from a corporation not 
resident in Canada, other than a corporation in which 
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the recipient had or would have, if the corporation 
were a taxable Canadian corporation, a substantial 
interest (within the meaning assigned by section 
191), on a share, if the dividend would have been a 
dividend in respect of which no deduction could 
have been made under subsection 112(1) or (2) or 
138(6) by reason of subsection 112(2.2) or (2.4) if 
the corporation that paid the dividend were a taxable 
Canadian corporation, shall be deemed to be interest 
received in the year and not a dividend received on a 
share of the capital stock of the payer corporation. 


Related Provisions: 248(1)“amount” — stock dividend: 
248(13) — Interests in trusts and partnerships. 


Pre-RSC History: Subsec. 258(5) added by 1988, c. 55, subsec. 
193(3), applicable after June 18, 1987. 


Pre-RSC History [s. 258]: S. 258 added by 1979, c. 5, s. 67. 
Definitions [s. 258]: “amount” — 248(1); “Canada” — 255; “cor- 
poration”, “dividend”, “income bond”, “grandfathered share”, “‘per- 


son” — 248(1); “resident. in Canada” — 250; “share” — 248(1); 
“specified financial institution” — 248(1); “taxable Canadian cor- 


poration” — 89(1), 248(1); “taxation year” — 249; “term preferred 
share” — 248(1); “trust” ee 
Act 35(1). 


Interpretation Bulletins [s. 258]: IT-88R2: Stock dividends. 


259. (1) Proportional holdings in trust prop- 
erty — For the purposes of subsections 146(6), (10) 
and (10.1) and 146.3(7), (8) and (9) and Parts X, 
X.2, XI and XI.1, where at any time a taxpayer de- 
scribed in section 205 acquires, holds or disposes of 
a particular unit in a qualified trust and the trust 
elects for any period that includes that time to have 
the provisions of this subsection apply, 


(a) the taxpayer shall be deemed not to acquire, 
hold or dispose of at that time, as the case may 
be, the particular unit; 


(b) where the taxpayer holds the particular unit at 
that time, the taxpayer shall be deemed to hold at 
that time that proportion (referred to in this sub- 
section as the “specified portion”) of each prop- 
erty (in this subsection referred to as a “relevant 
property”) held by. the trust at that time that one 
(or, where the particular unit is a fraction of a 
whole unit, that fraction) is of the number of units 
of the trust outstanding at that time; 


(c) the cost amount to the taxpayer at that time of 
the specified portion of a relevant property shall 
be deemed to be equal to the specified portion of 
the cost amount at that time to the trust of the rel- 
evant property; 


(d) where that time is the later of 


(i) the time the trust acquires the relevant 
property, and 

(il) the time the taxpayer acquires the particu- 
lar unit, 


the taxpayer shall be deemed to acquire the speci- 
fied portion of a relevant property at that time; 


(e) where that time is the time the specified por- 
tion of a relevant property is deemed by para- 
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graph (d) to have been acquired, the fair market 
value of the specified portion of the relevant 

property at that time shall be deemed to be the 
specified portion of the fair market value of the 
relevant property at the time of its acquisition by 
the trust; 


. (f) where that time is the time immediately before 
the time the trust disposes of a particular relevant 
property, the taxpayer shall be deemed to dispose 
of, immediately after that time, the specified por- 
tion of the particular relevant property for pro- 
ceeds equal to the specified portion of the pro- 
ceeds of disposition to the trust of the particular 
relevant property; 


(g) where that time is the time immediately 
before the time the taxpayer disposes of the par- 
ticular unit, the taxpayer shall be deemed to dis- 
pose of, immediately after that time, the specified 
portion of each relevant property for proceeds 
equal to the specified portion of the fair market 
value of that relevant property at that time; and 


(h) where the taxpayer is deemed because of this 
subsection 


(i) to have acquired a portion of a relevant 
property as a consequence of the acquisition 
of the particular unit by the taxpayer and the 
acquisition of the relevant property by the 
trust, and 


(ii) subsequently to have disposed of the spec- 
ified portion of the relevant property, 


the specified portion of the relevant property 
shall, for the purposes of determining the conse- 
quences under this Act of the disposition and 
without affecting the proceeds of disposition of 
the specified portion of the relevant property, be 


deemed to be the portion of the relevant property 


referred to in subparagraph (i). 


Related Provisions: 206(2.1) — Exemption from Part XI tax 
when election made. 


(2) Proportional holdings in corporate prop- 
erty — Subsection (1) applies to an election by a 
qualified corporation as if 


(a) the reference to “a qualified trust” were read 
as “the capital stock of a qualified corporation”; 


(b) the references to “unit” were read as “share”: 
and 


(c) the references to “the trust’’ were read as “‘the 
corporation’. 


(3) Election — The election by a trust or.a corpora- 
tion (in this subsection referred to as the “elector’’) 
under subsection (1) shall be made by the elector fil- 
ing a prescribed form with the Minister and shall ap- 
ply for the period beginning 15 months before the 
day of filing thereof (or such later time as the elector 
designates in its election) and ending at such time as 
the election is revoked by the elector filing with the 
Minister a notice of revocation (or at such earlier 
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time within the 15-month period before the:day on 
which the notice of revocation is filed with the Min- 
ister as the elector designates in its notice of 
revocation). 

Related Provisions: 206(2.1) — Exemption from. Part XI tax 
when election made. 

Interpretation Bulletins: IT-412R2: Foreign property of regis- 
tered plans, : 


Forms: T1024: Election to deem a proportional holding in quali- 
fied trust/corporate property. 


(4) Requirement to provide information — 

Where a trust or a corporation elects under subsec- 

tion (1), 
(a) it shall, not more than 30 days after making 
the election, notify each person who, before the 
election is made and during the period for which 
the election is made, held a unit in the trust or a 
share in the capital stock of the corporation, as 
the case may be, of the election; and 


(b) where any person who holds such a unit or 
share during the period for which the election is 
made makes a written request to the trust or the 
corporation for information that is necessary for 
the purpose of determining the consequences 
under this Act of the election for that person, the 
trust or the corporation, as the case may be, shall 
provide the person with that information not 
more than 30 days after the receipt of the request. 


(5) Definitions — In this section, 


“qualified corporation” at any time means a corpo- 
ration described in paragraph 149(1)(0.2) where, at 
that time, 


(a) all the issued and outstanding shares of the 
capital stock of the corporation are identical to 
each other, or 


(b) all the issued and outstanding shares of the 
capital stock of the corporation are held by one 
person; 

Related Provisions: 248(12) — Identical properties. 


“qualified trust” at any time means a trust (other 
than a registered investment or a trust that is pre- 
scribed to be a small business investment trust) 
where 


(a) each trustee of the trust at that time is a corpo- 
ration that is licensed or otherwise authorized 
under the laws of Canada or a province to carry 
on in Canada the business of offering to the pub- 
lic its services as'a trustee or a person who is a 
trustee of a trust governed by a registered pension 
plan, ora 

(b) all the interests of the beneficiaries under the 
trust at that. time are described by reference to 
units of the trust all of which are at that time 
identical to each other, 

(c) it has never before that time borrowed money 


except where the borrowing was for a term not 
exceeding 90 days and the borrowing was not 
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part of a series of loans or other transactions and 
repayments, and 


(d) it has never before that time accepted 
deposits. 


Related Provisions: 149(1)(0.4)— No tax payable by master 
trust; 248(12) — Identical properties. 


Regulations: 5103 (prescribed small business investment trust; 
needs to be amended to apply for 259(5) rather than 259(3)). 


History [s. 259]: S. 259 substituted by 1994, c. 21, s. 115, subsecs. 
(1), (3) and (5) applicable to periods occurring after 1985, subsec. 
(2) applicable to periods occurring after 1991, and subsec. (4) appli- 
cable to elections made after December 21, 1992, That section for- 
merly read: 


259. (1) Proportional holdings in trust property — For the 
purposes of subsections 146(6), (10) and (10.1) and 146.3(7) 
to (9) and Parts X, X.2, XI and XI.1 of this Act and subsec- 
tions 146.2(12), (13) and (14) of the Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952, where at any 
time a taxpayer described in section 205 acquires, holds or 
disposes of an interest in a qualified trust and the trust elects 
for any period that includes that time to have the provisions 
of this subsection apply, the taxpayer shall be deemed 


(a) not to acquire, hold or dispose of at that time, as the 
case may be, that interest in the trust; 
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date on which the notice of revocation is filed with the Minis- 
ter as the trust may designate in its notice of revocation). 


(3) Definition of “qualified trust” — In this section, “quali- 
fied trust” means a trust, other than a registered investment or 
a trust that is prescribed to be a small business investment 
trust, where 


(a) each trustee of the trust is a corporation that is li- 
censed or otherwise authorized under the laws of Canada 
or a province to carry on in Canada the business of offer- 
ing to the public its services as trustee or a person who is 
a trustee of a trust governed by a registered pension fund 
or plan; 

(b) the interests of the beneficiaries under the trust are 
described by reference to units of the trust that are identi- 
cal in all respects and any difference between the interest 
in the trust of each beneficiary and the interest in the trust 
of each other beneficiary is dependent solely on the dif- 
ference in the number of. units held by those 
beneficiaries; 


(c) it has never borrowed money except where the bor- 
rowing was for a term not exceeding 90 days and was not 
part of a series of loans or other transactions and 
repayments; 

(d) it has never accepted deposits; and 


(e) it complies with prescribed conditions. 


(b) to hold at that time that proportion (in this subsection 
referred to as the taxpayer’s “‘specified portion”) of each 
property of the trust that the number of units of the trust 
held by the taxpayer at that time is of the number of units 
of the trust outstanding at that time, and the cost amount 
to the trust of the taxpayer’s specified portion of each 
such property shall be deemed to be the cost amount to 
the taxpayer of the taxpayer’s specified portion of the 
property; 

(c) to acquire the taxpayer’s specified portion of each 
property of the trust at the later of 


(i) the date the trust acquires the property, and ; 


(ii) the date the taxpayer acquires the interest in the 
trust, 


and the fair market value, at the time of acquisition by 
the taxpayer, of the taxpayer’s specified portion of the 
property shall be deemed to be the fair market value of 
that specified portion of the property at the time of its 
acquisition by the trust; and 


(d) to dispose of the taxpayer’s specified portion of each 
property of the trust at the earlier of 


(i) the date the trust disposes of the property, and 


(ii) the date the taxpayer disposes of the interest in 
the trust 


for proceeds equal to, 


(iii) where subparagraph (i) applies, the proceeds of 
disposition to the trust of the taxpayer’s specified 
portion of the property, and 


(iv) where subparagraph (ii) applies, the fair market 
value, immediately before the disposition of the in- 
terest, of the taxpayer’s specified portion of the 
property. 
(2) Election — The election by a trust under subsection (1) 
shall be made by the trust filing a prescribed form with the 
Minister and shall be applicable in respect of the period com- 
mencing 15 months before the date of filing thereof (or such 
later time as the trust may designate in its election) and end- 
ing at such time as the election is revoked by the trust filing 
with the Minister a notice of revocation (or at such earlier 
time within the 15 month period immediately preceding the 


Para. 259(3)(c) amended by 1994, c. 7, Sch. VIII (1993, c. 24), s. 
142, applicable to borrowings occurring after 1990. Para. (3)(c) for- 
merly read: 


(c) it has never borrowed money; 


Pre-RSC History [s. 259]: Para. 259(1)(b) amended by 1987, c. 
46, s. 71.1, to add “and the cost amount to the trust of the taxpayer’s 
specified portion of each such property shall be deemed to be the 
cost amount to the taxpayer of his specified portion of the prop- 
erty”, applicable with respect to periods occurring after 1985. 


S. 259 substituted by 1986, c. 6, s. 129, applicable with respect to 
periods occurring after 1985. S. 259 formerly read: 


259. (1) Presumption — For the purposes of subsections 
146(6) and (10), 146.2(12), (13) and (14) and 146.3(7), (8) 
and (9) and Parts X, X.2, XI and XI.1, where at any time in a 
taxation year a taxpayer described in any of paragraphs 
205(b) to (f) acquires, holds or disposes of an interest in a 
qualified trust that was not a qualified investment for the tax- 
payer in 1980 and the trust and each beneficiary of the trust 
during the year jointly elect to have the provisions of this sub- 
section apply, the taxpayer shall be deemed 


(a) to. acquire, hold or dispose of at that time, as the case 
may be, that portion of each property of the trust that his 
interest, at that time, in any income of the trust, computed 
as if no amounts were paid or payable to its. beneficiaries, 
is of all such interests; 


(b) to acquire the portion referred to in paragraph (a) of 
each property of the trust at the later of 


(i) the date the trust acquires the property, and 
(ii) the date the taxpayer acquires that interest in the 
trust; and 
(c) to dispose of the portion referred to in paragraph (a) 
of each property of the trust at the earlier of 
(i) the date the trust disposes of the property, and 


(ii) the date the taxpayer disposes of that interest in 
the trust; and 


(d) not to acquire, hold or dispose of at that time, as the 
case may be, that interest in the trust. 


(2) Idem — For the purposes of Part XI, where at any time in 


a taxation year a taxpayer described in paragraph 205(a) ac- 
quires or holds an interest in a foreign trust and the trust and 
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each beneficiary of the trust during the year jointly elect to 
have the provisions of this subsection apply, the taxpayer 
shall be deemed 


(a) to hold at that time that portion of each property of 
the trust that his interest, at that time, in any income of 
the trust, computed as if no amounts were paid or payable 
to its beneficiaries, is of all such interests; 


(b) to acquire the portion referred to in paragraph (a) of 
each property of the trust at the later of 


(i) the date the trust acquires the property, and 


(ii) the date the taxpayer acquirés that interest in the 
trust, and 


(c) not to acquire or hold at that time, as the case may be, 
. that interest in the trust. 


(3) Definitions — In this section, 
(a) “qualified trust” means a trust that 
(i) is not.a registered investment, 


(i1) under which the proportion that a beneficiary’s 
share of the income of the trust from any property of 
the trust bears to his share of the income of the trust 
is the same as the proportion so determined in re- 
spect of every other beneficiary of the trust in respect 
of that property, and for the purposes of this subpara- 
graph, the income of the trust from a property of the 
trust and the income of the trust shall be computed as 
if no amounts were paid or payable by the trust to its 
beneficiaries, 


(iil) that has as its sole trustee a corporation licensed 
or otherwise authorized under the laws of Canada or 
a province to carry on in Canada the business of of- 
fering to the public its services as trustee, and 


(iv) that complies with prescribed conditions; and 
(b) “foreign trust” means a trust 


(i) any interest in which is foreign property (within 
the meaning assigned by subsection 206(2)), 


(ii) under which the proportion that a beneficiary’s 
share of the income of the trust from any property of 
the trust bears to his share of the income of the trust 
is the same as the proportion so determined in re- 
spect of every other beneficiary of the trust in respect 
of that property, and for the purposes of this subpara- 
graph, the income of the trust from a property of the 
trust and the income of the trust shall be computed as 
if no amounts were paid or payable by the trust to its 
beneficiaries, and 


(iii) that has as its sole trustee a corporation licensed 
or otherwise authorized under the laws of Canada or 
a province to carry on in Canada the business of of- 
fering to the public its services as trustee. 


S. 259 added by 1980-81-82-83, c. 48, s. 114, applicable, as to sub- 
sec, 259(1), to 1980 et seg., and, as to subsec. 259(2), to 1979 et 
seq. 

Definitions [s. 259]: “business” — 248(1); “Canada” — 255; 
“corporation” — 248(1), Interpretation Act 35(1); “cost amount” — 
248(1); “identical” —248(12); “Minister”, “person”, 
scribed” — 248(1); “province” — Interpretation Act 35(1); “quali- 
fied corporation”, “qualified trust’ — 259(5); “registered invest- 
ment” — 204.4(1), 248(1); “registered pension plan” — 248(1); 
“relevant property” — 259(1)(b); “share” — 248(1); “small busi- 
ness investment trust” — Reg. 5103; “series of transactions” — 
248(10); “specified portion” — 259(1)(b); “taxpayer” — 248(1); 
“trust” — 104(1), 248(1), (3); “written” — Interpretation Act 35(1) 
[“writing”’}. 


Regulations [s. 259]: 5103 (small business investment trust). 


“pre- 
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Interpretation Bulletins [s. 259]: IT-320R2: RRSPs — quali- 
fied investments. 


260. (1) Definitions — In this section, 


“qualified security’? means 


(a) a share of a class of the capital stock of a cor- 
poration that is listed on a prescribed stock ex- 
change or of a class of the capital stock of a cor- 
poration that is a public corporation by reason of 
the designation of the class by the corporation in 
an election made under subparagraph (b)(i) of the 
definition “public corporation” in subsection 
89(1) or by the Minister in a notice to the corpo- 
ration under subparagraph (b)(ii) of that 
definition, 


(b) a bond, debenture, note or similar obligation 
of a corporation described in paragraph (a) or of a 
corporation that is controlled by such a 
corporation, 


(c) a bond, debenture, note or similar obligation 
of or guaranteed by the government of any coun- 
try, province, state, municipality or other political 
subdivision, or a corporation, commission, 
agency or association controlled by any such per- 
son, or 


(d) a warrant, right, option or similar instrument 
with respect to a share described in paragraph (a); 


Regulations: 3200, 3201 (prescribed stock exchanges). 


“securities lending arrangement” means an ar- 
rangement under which 


(a) a person (in this section referred to as the 
“lender”) transfers or lends at any particular time 
a qualified security to another person (in this sec- 
tion referred to as the “borrower’’) with whom the 
lender deals at arm’s length, 


(b) it may reasonably be expected, at the particu- 
lar time, that the borrower will transfer or return 
after the particular time to the lender a security 
(in this section referred to as an “identical secur- 
ity”) that is identical to the security so transferred 
or lent, 


(c) where the qualified security is a share of the 
capital stock of a corporation, the borrower is ob- 
ligated to pay to the lender amounts equal to and 
as compensation for all dividends, if any, paid on 
the security that would have been received by the 
borrower if the borrower had held the security 
throughout the period beginning after the particu- 
lar time and ending at the time an identical secur- 
ity is transferred or returned to the lender, and 


(d) the lender’s risk of loss or opportunity for 
gain or profit with respect to the security is not 
changed in any material respect, 


but does not include an arrangement one of the main 
purposes of which may reasonably be considered to 
be to avoid or defer the inclusion in income of any 
gain or profit with respect to the security. 
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Related Provisions: 1|12(2.3) — Dividend rental arrangements: 
248(1)“securities lending arrangement” — Definition applies to en- 
tire Act; 248(12) — Identical properties. 
History: Para. (c) of “securities lending arrangement” substituted 
by 1994, c. 7, Sch. II (1991, c. 49), subsec. 199(1), applicable to 
transfers, loans and payments made after April 26, 1989. Para. (c) 
formerly read: 
(c) the borrower is obligated to pay to the lender amounts 
equal to and as compensation for all dividends, if any, paid on 
the security after the particular time and before an identical 
security is transferred or returned to the lender, and 


(2) Non-disposition — Subject to subsections (3) 
and (4), for the purposes of this Act, any transfer or 
loan by a lender of a security under a securities lend- 
ing arrangement shall be deemed not to be a disposi- 
tion of the security and the security shall be deemed 
to continue to be property of the lender and, for the 
purposes of this subsection, a security shall be 
deemed to include an identical security that has been 
transferred or returned to the lender under the 
arrangement. 


(3) Disposition of right — Where, at any time, a 
lender receives property (other than an identical se- 
curity or an amount deemed by subsection (4) to 
have been received as proceeds of disposition) in sat- 
isfaction of or in exchange for the lender’s right 
under a securities lending arrangement to receive the 
transfer or return of an identical security, for the pur- 
poses of this Act the lender shall be deemed to have 
disposed at that time of the security that was trans- 
ferred or lent for proceeds of disposition equal to the 
fair market value of the property received for the dis- 
position of the right (other than any portion thereof 
that is deemed to have been received by the lender as 
a taxable dividend), except that section 51, 85.1, 86 
or 87, as the case may be, shall apply in computing 
the income of the lender with respect to any such 
disposition as if the security transferred or lent had 
continued to be the lender’s property and the lender 
had received the property directly. 


(4) Idem — Where, at any time, it may reasonably 
be considered that a lender would have received pro- 
ceeds of disposition for a security that was. trans- 
ferred or lent under a securities lending arrangement, 
if the security had not been transferred or lent, the 
lender shall be deemed to have disposed of the se- 
curity at that time for those proceeds of disposition. 


(5) Deemed dividend — For the purposes of this 
Act, any amount received (other than an amount re- 
ceived as proceeds of disposition or an amount re- 
ceived by a corporation under an arrangement where 
it may reasonably be considered that one of the main 
reasons for the corporation entering into the arrange- 
ment was to enable it to receive an amount that 
would otherwise have been deemed by this subsec- 
tion to be a dividend) 


(a) under a securities lending arrangement from a 
person resident in Canada, or a person not resi- 
dent in Canada where the amount was paid in the 
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course of carrying on business in Canada through 
a permanent establishment as defined by regula- 
tion, or 


(b) by or from a person who is a registered secur- 
ities dealer resident in Canada, where the amount 
is received or paid, as the case may be, in the or- 
dinary course of the business of trading in securi- 
ties carried on by the dealer, 


as compensation for a taxable dividend paid on a 
share of the capital stock of a public corporation that 
is a qualified security shall, to the extent of the 
amount of that dividend, be deemed to have been re- 
ceived as a taxable dividend on the share from the 
corporation. 

Related Provisions: 82(1)(a)(ii)(B) — Amount deemed received 
by another person excluded from taxable dividends of individual; 
248(1)“dividend rental arrangement’(d) — Dividend rental arrange- 
ment where 260(5) applies. 


History: Para. 260(5)(b) amended by 1995, c. 21, subsec. 75(1), 
applicable to transfers, loans and payments made after April 26, 
1989. Para. (b) formerly read: 


(b) by or from a person resident in Canada who is registered 
or licensed under the laws of a province to trade in securities 
where the amount is received or paid, as the case may be, in 
the ordinary course of the business of trading or dealing in 
securities carried on by that person, 


Regulations: 8201 (permanent establishment). 


Interpretation Bulletins: IT-67R3: Taxable dividends from cor- 
porations resident in Canada. 


(6) Non-deductibility — In computing a tax- 
payer’s income under Part I from a business or 
property 
(a) where the taxpayer is not a registered securi- 
ties dealer, no deduction shall be made in respect 
of an amount that, if paid, would be deemed by 
subsection (5) to have been received by another 
person as a taxable dividend; and 


(b) where the taxpayer is a registered securities 
dealer, no deduction shall be made in respect of 
more than 7/3; of that amount. 


Related Provisions: 260(6.1) — Deductible Stineali 


History: Subsec. 260(6) amended by 1995, c. 21, subsec. 75(2), 
applicable to payments made after June 1989. Subsec. (6) formerly 
read: 
(6) Non-deductibility — In computing the income of a tax- 
payer under Part I from a business or property, no deduction 
shall be made in respect of an amount that, if paid, would be 
deemed by subsection (5) to have been received by gigs 
person as a taxable dividend. 


(6.1) Deductible amount — Notwithstanding sub- 
section (6), there may be deducted in computing a 
corporation’s income under Part I from a business or 
property for a taxation year an amount equal to the 
lesser of 


(a) the amount that the corporation is obligated to 
pay to another person under an arrangement de- 
scribed in paragraphs (c) and (d) of the definition 
“dividend rental arrangement” in subsection 
248(1) that, if paid, would be deemed by subsec- 
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tion (5) to have been received by another person 
as a taxable dividend, and 


(b) the amount of the dividends received by the 
corporation under the arrangement that were 
identified in its return of income under Part I for 
the year as an amount in respect of which no 
amount was deductible because of subsection 
112(2.3) in computing the taxpayer’s taxable in- 
come or taxable income earned in Canada. 


Related Provisions: 260(7)(b) — No dividend refund on amount 
deductible under 260(6.1). 


History: Subsec. 260(6.1) added by 1995, c. 21, subsec. 75(2), ap- 
plicable to payments made 


(a) after April 1989, where the corporation has elected, under 
subsec. 74(3) (of 1995, c. 21 —see under 248(1)“dividend 
rental arrangement’), except that, for the purposes of para. 
260(6.1)(b), a dividend received after April 1989 and before 
July 1994 that was identified in the corporation’s return of in- 
come under Part I of the Act for its first taxation year that ends 
after June 22, 1995 shall be deemed to have been identified in 
its return of income under that Part for its taxation year in 
which the dividend was received; and 


(b) after June 1994, in any other case. 


(7) Dividend refund — For the purposes of section 
129, | 


(a) any amount paid by a corporation that is not a 
registered securities dealer (other than an amount 
for which a deduction in computing income may 
be claimed under subsection (6.1)), and 


(b) '4 of any amount paid by a corporation that is 
a registered securities dealer (other than an 
amount for which a deduction in computing in- 
come may be claimed under subsection (6.1)) 


that is deemed by subsection (5) to have been re- 
ceived by another person as a taxable dividend shall 
be deemed to have been paid by the corporation as a 
taxable dividend. 

History: Subsec. 260(7) amended by 1995, c. 21, subsec. 75(2), 
applicable to. payments made after June 1989, except that in its ap- 
plication to payments made after June 1989 and before July 1994 
with respect to a corporation that has not elected under ‘subsec. 
74(3) (of 1995, c. 21 — see under 248(1)“dividend rental arrange- 
ment’), subsec. 260(7) shall be read without reference to the expres- 
sion “(other than an amount for which a deduction in computing 
income may be claimed under subsection (6.1))”. Subsec. (7) for- 
merly read: 


(7) Dividend refund — For the purposes of section 129, any 
amount paid by a corporation that is deemed by subsection 
(5) to have been received by another person as a taxable divi- 
dend shall be deemed to have been paid by the corporation as 
a taxable dividend. 
Interpretation Bulletins: IT-243R4: Dividend refund to private 
corporations. 


(8) Non-resident withholding tax — For the 
purposes of Part XIII, 


(a) any amount paid or credited under a securities 
lending arrangement by or on behalf of the bor- 
rower to the lender as compensation for any inter- 
est or dividend paid in respect of the security 
shall be deemed. to be a payment made by the 
borrower to the lender of interest, except. that 


S. 260(8) 


where, throughout the term of the securities lend- 
ing arrangement, the borrower has provided. the 
lender under the arrangement with money in an 
amount of, or securities described in paragraph 
(c) of the definition “qualified security’ in sub- 
section (1) that have a fair market value of, not 
less than 95% of the fair market value of the se- 
curity and the borrower is entitled to enjoy, di- 
rectly or indirectly, the benefits of all or substan- 
tially all income derived from, and opportunity 
for gain with respect of, the money or securities, 


(i) the amount paid or credited shall, to the ex- 

tent of the amount of the interest or dividend 

paid in respect of the security, be deemed to 

be a payment made by the borrower to the 

lender of interest or a dividend, as the case 
- may be, payable on the security, 


(ii) the amount paid or credited shall, to the 
extent of the amount of the interest, if any, 
paid in respect of the security, be deemed for 
the purpose of subparagraph 212(1)(b)(vii) to 
have been payable by the issuer of the secur- 
ity, and 


(jii) the security shall be deemed to be a se- 
curity described in subparagraph 212(1)(b)(ii) 
if it is a security described in paragraph (c) of 
the definition “qualified security” in subsec- 
tion (1), and 


(b) any amount paid or credited under a securities 
lending arrangement by or on behalf of the bor- 
rower to the lender as, on account of, in lieu of 
payment of or in satisfaction of, a fee for the use 
of the security shall be deemed to be a payment 
made by the borrower to the lender of interest 
and, for the purposes of this paragraph, where the 
borrower has at any time provided the lender with 
money, either as collateral or consideration for 
the security, and the borrower does not under the 
arrangement pay or credit a reasonable amount to 
the lender as, on account of, in lieu of payment of 
or in Satisfaction of, a fee for the use of the secur- 
ity, the amount, if any, by which: 


(i) interest on the money computed at the pre- 
scribed rates in effect during the term of the 
arrangement 


exceeds 


(11) the amount, if any, by which any amount 
that the lender pays or credits to the borrower 
under the arrangement exceeds the amount of 
the money 


shall be deemed to be an amount. paid under the 
arrangement by the borrower to the lender as a 
fee for the use of the security, at the time that an 
identical security is or can reasonably be ex- 
pected to be transferred or returned to the lender, 


and, for the purposes of Part XIII and any agreement 
or convention between the Government of Canada 
and the government of another country that has the 
force of law in Canada, any amount deemed by this 
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subsection (other than subparagraph (a)(i) or (ii)) to 
be a payment of interest shall be deemed not to be 
payable on or in respect of the security. 


Related Provisions: 212(1)(b)(xii) — Exemption from withhold- 
ing tax; 212(19) — Special tax on securities dealers re non-resident 
withholding tax exemption. 


History: Subpara. 260(8)(a)(iii) added by 1994, c. 21, s. 116, appli- 
cable to securities lending arrangements entered into after May 28, 
1993+ 


Subsec. 260(8) substituted by 1994, c. 7, Sch. II (1991, c. 49), sub- 
sec. 199(2), applicable to transfers, loans and payments made after 
April 26, 1989, except that, in its application to transfers, loans and 
payments made before May 27, 1989, para. 260(8)(a) shall be read 
as follows: 


(a) any payment made by or on behalf of the borrower to the 
lender as compensation for any interest or dividend paid in 
respect of the security shall be deemed to be a payment by the 
borrower to the lender of interest or a dividend, as the case 
may be, on the security; and 


Subsec. 260(8) formerly read: 


(8) Non-resident withholding tax — For the purposes of 
Part XIII, 


(a) any payment made under a securities lending arrange- 
ment by or on behalf of the borrower to the lender as 
compensation for any interest or dividend paid in respect 
of the security shall be deemed to be a payment made by 
the borrower to the lender of interest, except that where, 
throughout the term of the securities lending arrangement 
the borrower has provided to the lender under the ar- 
rangement cash in an amount of, or securities described 
in paragraph (c) of the definition “qualified security” in 
subsection (1) that have a fair market value of, not less 
than 95% of the fair market value of the security and the 
borrower is entitled to enjoy, directly or indirectly, the 
benefits of substantially all income derived from and op- 
portunity for gain with respect to the cash or securities, 
the payment shall be deemed to be a payment by the bor- 
rower to the lender of interest or a dividend, as the case 
may be, payable on the security; and 


(b) any payment made under a securities lending arrange- 
ment by or on behalf of a borrower of a security to the 
lender for the use of the security shall be deemed to be a 
payment made by the borrower to the lender of interest 
and, for the purposes of this paragraph, any profit earned 
by the lender that may reasonably be considered to have 
resulted from the securities lending arrangement, other 
than any payment made by or on behalf of the borrower 
to the lender as compensation for any interest or dividend 
paid on the security, shall be deemed to be a payment 
made under the securities lending arrangement by the 
borrower of the security to the lender for the use of the 
security. 


(9) Restricted financial institution — For the 
purposes of subsection 187.3(1), where at any time a 
dividend is received by a restricted financial institu- 
tion on a share that was last acquired before that time 
pursuant to an obligation of a borrower to return or 
transfer a share under a securities lending arrange- 
ment, an acquisition of the share under the arrange- 
ment shall be deemed at and after that time not to be 
an acquisition of the share. 


Income Tax Act 


Pre-RSC History [s. 260]: S. 260 enacted by 1990, c. 39, s. 55, 
subsecs. 260(1) to (5), (8) and (9) applicable with respect to trans- 
fers, loans and payments made after April 26, 1989, except that 


(a) in applying para. (a) of the definition “securities lending ar- 
rangement” in subsec. 260(1) to transfers, loans and payments 
made before May 27, 1989, that para. shall be read without ref- 
erence to the words “with whom the person was dealing at 
arm’s length”; 


(b) in applying subsec. 260(5) to transfers, loans and payments 
made before May 27, 1989, it shall be read without reference to 
the words “from a person resident in Canada, or a person. not 
resident in Canada where the amount was paid in the course of 
carrying on business in Canada through a permanent establish- 
ment as defined by regulation”; and 


(c) in applying subsec. 260(8) to transfers, loans and payments 
made before May 27, 1989, para. (a) thereof shall be read as 
follows: 


“(a) any payment made by or on behalf of the borrower 
to the lender as compensation for any interest or dividend 
paid in respect of the security shall be deemed to be a 
payment by the borrower to the lender of interest or a 
dividend, as the case may be, on the security; and”; 


subsecs. 260(6) and (7) applicable (by subsec. 55(3), as amended by 
1994, c. 7, Sch. If (1991, c. 49), s. 258 and 1994, c. 21, s. 133 (both 
deemed to have come into force October 23, 1990)) with respect to 
payments made after June 1989 except that in their application to 
such payments made before July 1994 by a person who is registered 
or licensed under the laws of a province to trade in securities, they — 
shall be read as follows: 


(6) In computing the income of a taxpayer under Part I from a 
business or property, no deduction shall be made in respect of 
more than %/; of an amount that, if paid, would be deemed by 
subsection (5) to have been received ‘by another person as a 
taxable dividend. 


(7) For the purposes of section 129, '/3 of any amount paid by 
a corporation that is deemed by subsection (5) to have been 
received by another person as a taxable dividend shall be 
deemed to have been paid by the corporation as a taxable 
dividend. 


Grandfathering of Various Amendments Announced on 
April 26, 1995: 1998, c. 19, s. 247 reads as follows: 


247. (1) Exception to coming-into-force — Subsections 
73(4), 74(5), subsection 18(13) of the Act, as enacted by sub- 
section 79(2) and subsections 89(1), (2) and (6), 94(1) and 
(2), 95(1), 116(3) to (5), 120(1) and 124(1). and (2) do not 
apply to the disposition of property by a person or partnership 
(in this subsection and subsection (2) referred to as the “trans- 
feror”’) that occurred before 1996 


(a) to a person who was obliged on April 26, 1995 to ac- 
quire the property pursuant to the terms of an agreement 
in writing made on or before that day; or 


(b) in a transaction, or as part of a series of transactions, 
the arrangements for which, evidenced in writing, were 
substantially advanced before April 27, 1995, other than 
a transaction or series a main purpose of which can rea- 
sonably be considered to have been to enable an unre- 
lated person to obtain the benefit of 


(i) any deduction in computing income, taxable in- 
come, taxable income earned in Canada or tax paya- 
ble under the Act, or 


(ii) any balance of undeducted outlays, expenses or 
other amounts. 


(2) Election — Notwithstanding subsection (1), subsection 
18(13) of the Act, as enacted by subsection 79(2), and the 
other subsections of this Act referred to in subsection (1) ap- 
ply to a disposition in respect of which the transferor has filed 
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with the Minister of National Revenue before the end of the 
third month after the month in which this Act is assented to 
[i.e., before October 1998 — ed.] an election in writing to 
have those subsections apply. 


(3) Interpretation — For the purpose of subsection (1), 


(a) a person shall be considered not to be obliged to ac- 
quire property where the person can be excused from the 
obligation if there is a change to the Act or if there is an 
adverse assessment under the Act; 

(b) an “unrelated person” means any person who was not, 
or a partnership any member of which was not, related 
(otherwise than because of paragraph 251(5)(b) of the 
Act) to the transferor at the time of the disposition; and 
(c) a person is deemed to be related to a partnership of 
which that person is a majority interest partner. 


The following are the provisions of the Act affected by the indicated 
provisions of 1998, c. 19: 


Amending Bill ITA Provision 


73(4) 13(21.1), (21.2) [new] 
74(5) 14(12), (13) [new] 
79(2) 18(13) [amended] 


S. 260 


89(1) 40(2)(e) [repeal] 

89(2) 40(2)(h)(i) [amended] 
89(6) 40(3.3)-(3.6) [new] 

94(1) 53(1)(f.1), (f.11) [amended] 
94(2) 53(1)(f.2) [amended] 

95(1) 54“superficial loss” [amended] 
116(3) 85(4) [repeal] 

116(4) 85(5) [amended] 

116(5) 85(5.1) [repeal] 

120(1) 93(4) [amended] 

124(1) 97(2) [amended] 

124(2) 97(3)[repeal], (3.1) [repeal] 


Definitions [s. 260]: “amount” — 248(1); “arm’s length” — 
251(1); “business” — 248(1); “carrying on business in Canada” — 
253; “class” — 248(6); “class” — of shares 248(6) “corporation” — 
248(1); “disposition” — 54; “dividend” — 248(1); “identical” — 
248(12); “person”, “property” — 248(1); “province” — Interpreta- 
tion Act 35(1); “public corporation” — 89(1), 248(1); “qualified se- 
curity” — 260(1); “registered securities dealer” — 248(1); “resident 
in Canada” — 250; “securities lending arrangement” — 248(1), 
260(1); “share” — 248(1); “taxable dividend” — 89(1), 248(1). 
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REVISED STATUTES OF CANADA 1985, CHAPTER 2 (STH SUPPLEMENT), AS AMENDED 
BY 1994) cc. 7, 21; 1995, cc. 3; 21 1997, ¢.'25; 19982 ch 19 


7. Short title — This Act may be cited as the Jn- 
come Tax Application Rules. 


Part |— Income Tax 
Application Rules, 1971 


Interpretation 


8. Definitions — In this Act, 


‘amended Act’? means, according to the context in 
which that expression appears, 


(a) the Income Tax Act, chapter 148 of the Re- 
vised Statutes of Canada, 1952, as amended by 
section | of chapter 63 of the Statutes of Canada, 
1970-71-72, and by any subsequent Act, and 


(b) the Income Tax Act, as amended from time to 
time; 


“former Act’? means the Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952, as it 
was before being amended by section | of chapter 63 
of the Statutes of Canada, 1970-71-72. 


Pre-RSC History: The definition “amended Act” was para. 8(a); 
“former Act”, &(b). 


Application of 1970-71-72, c. 63, s. 1 


9. Application of 1970-71-72, c. 63, s. 1 — Sub- 
ject to the amended Act and this Act, section | of 
chapter 63 of the Statutes of Canada, 1970-71-72, 
applies to the 1972 and subsequent taxation years. 


Related Provisions: ITAR 65.1 — Part XV of amended Act. 


9.1 [Repealed under former Act] 


Pre-RSC History: S. 9.1 repealed by 1977-78, c. 1, s. 102, appli- 
cable with respect to dividends paid after March 31, 1977. S. 9.1 
formerly read: 


9.1 Application of Part Vill of amended Act — Part VII of 
the amended Act is applicable to dividends paid by a corpora- 
tion (in this section referred to as the “payer corporation”) 
where the control of the payer corporation was acquired after 
1954, except where the control was acquired after 1954 by a 
non-resident corporation from another non-resident person 
that acquired control of the payer corporation before 1955. 


Application of Part XIll of Amended 
Act 


10. (1)-(3) [Repealed under former Act] 


Pre-RSC History: Subsecs. 10(1)-(3) repealed by 1985, c. 45, s. 
127. Subsecs. 10(1)-(3) formerly read: 


10. (1) Application of Part XIIl of amended Act — Part 
XIII of the amended Act is applicable to amounts paid or 
credited after 1971. 


(2) ldem — Where before 1976 an amount is paid or credited 
or is deemed by Part I of the amended Act to be paid or 
credited to a non-resident person, for the purposes of comput- 


ing the tax under Part XIII thereof payable by the non-resi- 
dent person on the amount, 


(a) the references in subsections 212(1.) and (2) thereof to 
“25% shall be read as references to “15%”; and 

(b) the references in subsection 212(5) thereof to “25%” 
shall be read as a reference to “10%”. 


(3) Idem — Where before 1976 an amount as described in 

subsection 216(4) of the amended Act becomes available for 

remittance to a non-resident person, the reference in that sub- 

section to “25%” shall be read as a reference to “15%”. 
Paras. 10(2)(a), (b) substituted for paras. 10(2)(a)—(c) by 1973-74, c. 
14, subsec. 70(1). 


(4) Application of Part XIll of amended Act — 
Where an amount is paid or credited by a person res- 
ident in Canada to a non-resident person 


(a) who is resident in a prescribed country, and 


(b) with whom the person resident in Canada was 
dealing at arm’s length, 


as, on account or in lieu of payment of or in satisfac- 
tion of, interest payable on any bond, debenture, 
mortgage, note or similar obligation issued before 
1976 by the person resident in Canada to the non- 
resident person, for the purposes of computing the 
tax under Part XIII of the amended Act payable by 
the non-resident person on the amount, the reference 
in subsection 212(1) of that Act to “25%” shall be 
read as a reference to “15%”. 


Regulations: 1600 (prescribed country). 


(5) Certificates of exemption — Any certificate 
of exemption issued by the Minister under subsec- 
tion 106(9) of the former Act that was in force on 
December 31, 1971 shall, for the purposes of subpar- 
agraph 212(1)(b)Gv) of the amended Act, 


(a) be deemed to have been issued under subsec- 
tion 212(14) of the amended Act; and 


(b) be deemed 


(1) in respect of interest payable on any bond, 
debenture or similar obligation acquired on or 
before December 31, 1971 by the person to 
whom the certificate was issued, to have been 
in force on January 1, 1972 and thereafter 
without interruption, 


except that if the person to whom the certificate 
was issued has ceased at any time after 1971 to 
be exempt, under the laws of the country of 
which the person is a resident, from the payment 
of income tax to the government of that country, 
the certificate ceases to be in force 

(iii) in respect of interest described in subpar- 

agraph (i), on the day on- which the person 

first so ceased to be exempt. 


Pre-RSC History: Para. 10(5)(b) substituted by 1973-74, c. 14, 
subsec. 70(2). 


Information Circulars: 77-16R4: Non-resident income tax. 


(6) Limitation on non-resident’s tax rate — 
Notwithstanding any provision of the amended Act, 
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where an agreement or convention between the Gov- 
ernment of Canada and the government of any other 
country that has the force of law in Canada provides 
that where an amount is paid or credited, or deemed 
to be paid or credited, to a resident of that other 
country the rate of tax imposed thereon shall not ex- 
ceed a specified rate, 


(a) any reference in Part XIII of the amended Act 
to a rate in excess of the specified rate shall, in 
respect of such an amount, be read as a reference 
to the specified rate; and 


(b) except where the amount can reasonably be 
attributed to a business carried on by that person 
in Canada, that person shall, for the purpose of 
the agreement or convention in respect of the 
amount, be deemed not to have a permanent es- 
tablishment in Canada. 


Pre-RSC History: Subsec. 10(6) added by 1974-75-76, c. 26, s. 
127, applicable in respect of amounts paid or credited to non-resi- 
dent persons after 1975. 


11. (1)-(3) [Repealed under former Act] 


Pre-RSC History: Subsec. 11(1)-(3) repealed by 1985, c. 45, 
subsec. 128(1). Subsecs. 11(1)-(3) formerly read: 


11. (1) Application of Part XIV of amended Act — Part 
XIV of the amended Act is applicable to the 1972 and subse- 
quent taxation years except that, in its application to the 1972 
to 1975 taxation years, the references therein to “25% shall 
be read as references to “15%”. 


(2) Idem — Where a corporation, other than a non-resident 
corporation, has a taxation year part of which is before and 
part of which is after.the commencement of 1972, the tax 
payable by it under Part XIV of the amended Act for that tax- 
ation year is that proportion of the tax under that Part other- 
wise payable by it for the year that the number of days in that 
portion of the taxation year that is in 1972 is of the number of 
days in the whole taxation year. 


(3) Idem — Where a corporation has a taxation year part of 
which is after the commencement of 1976, the tax payable by 
it under Part XIV of the amended Act for that taxation year 1s 
the aggregate of 


(a) 15% of that proportion of the amount on which tax 
under that Part is payable by it for the taxation year that 
the number of days in that portion of the taxation year 
that is in 1975 is of the number of days in the whole taxa- 
tion year, and 


(b) 25% of that proportion of the amount on which tax 
under that Part is payable by it for the taxation year that 
the number of days in that portion of the taxation year 
that is in 1976 is of the number of days in the whole taxa- 
tion year. 


(4) [Repealed under former Act] 


Pre-RSC History: Subsec. 11(4) repealed by 1985, c. 45, subsec. 
128(2), applicable to 1985 ef seq. Subsec. 11(4) formerly read: 


(4) Idem — Notwithstanding any provision of the amended 
Act, where an agreement or convention between the Govern- 
ment of Canada and the government of any other country that 
has the force of law in Canada 
(a) does not limit the rate of any additional tax on corpo- 
rations carrying on business in Canada other than Cana- 
dian corporations, and 
(b) provides that where a dividend is paid by a corpora- 
tion resident in Canada to a resident of that other country 
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the rate of tax imposed thereon shall not exceed a speci- 
fied rate, 
any references in Part XIV of the amended Act and’in para- 
graph (3)(b) to a rate in excess of the specified rate shall, in 
respect of a taxation year of a corporation to which that 
agreement or convention applies on the last day of that taxa- 
tion year, be read as a reference to the specified rate. 


Subsec. 11(4) added by 1976-77, c. 4, s. 78, applicable to 1976 er 


Seq. 


References and Continuation of 
Provisions 


12. Definitions — In this section and sections 13 to 
18, 


“enactment” has the meaning assigned by section 2 
of the Interpretation Act; 


“new law’ — [Not included in R.S.C. 1985] 


“old law” means the Income War Tax Act, The 1948 
Income Tax Act, and the Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952, as 
amended from time to time otherwise than by section 
1 of chapter 63 of the Statutes of Canada, 1970-71:. 
72, or any subsequent Act; 


“The 1948 Income Tax Act’: means The Income 
Tax Act, chapter 52 of the Statutes of Canada, 1948, 
together with all Acts passed in amendment thereof. 


Pre-RSC History: The definition “enactment” was para. 12(a); 
“old law”, para. 12(c); “The 1948 Income Tax Act”, para. 12(d). 


13. (1) References relating to same subject- 
matter — Subject to this Act and unless the context 
otherwise requires, a reference in any enactment to a 
particular Part or provision of the amended Act shall 
be construed, as regards any transaction, matter or 
thing to which the old law applied, to include a refer- 
ence to the Part or provision, if any, of the old law 
relating to, or that may reasonably be regarded as re- 
lating to, the same subject-matter. 


Interpretation Bulletins: IT-474R: Amalgamations of Canadian 
corporations. 


14. Part IV of former Act — Part IV of the former 
Act is continued in force but does not apply in re- 
spect of gifts made after 1971. 


15. Part VIII of former Act — Part VHI of the for- 
mer Act is continued in force but as though the refer- 
ences in that Part that, according to the context in 
which they appear, are references to or to provisions 
of the Income Tax Act were read as references. to or 
to provisions of the Income Tax Act, chapter 148 of 
the Revised Statutes of Canada, 1952, as amended 
from time to time otherwise than by section 1 of 
chapter 63 of the Statutes of Canada, 1970-71-72, or 
any subsequent Act. 


1.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”), 
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16. Construction of certain references — In 
any enactment, a reference by number to any provi- 
sion of the Income Tax Act that, according to the 
context in which the reference appears, is a reference 
to 


(a) a provision of Part IV of the former Act, 
(b) a provision of Part VIII of the former Act, or 


(c) a provision of the amended Act having the 

same number as a provision described in para- 

graph (a) or (b), . 
shall, for greater certainty, be read as a reference to 
the provision described in paragraph (a), (b) or (c), 
as the case may be, and not to any other provision of 
the Income Tax Act or the Income Tax Act, chapter. 
148 of the Revised Statutes of Canada, 1952, having 
the same number. 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


17. (1) Income War Tax Act, s. 8 — A taxpayer 
may deduct from the tax otherwise payable under 
Part I of the amended Act for a taxation year such 
amount as would, if the Income War Tax Act applied 
to the taxation year, be deductible from tax because 
of subsections 8(6), (7) and (7A) of the Income War 
Tax Act. 


(2) S.C. 1947, c. 63, s. 16 — There may be de- 
ducted in computing income for a taxation year 
under Part I of the amended Act an amount that 
would be deductible under section 16 of chapter 63 
of the Statutes of Canada, 1947, from income as de- 
fined by the Income War Tax Act if that Act applied 
‘to the taxation year. 


(3) Idem — There may be deducted from the tax for 
a taxation year otherwise payable under Part I of the 
amended Act an amount that would be deductible 
under section 16 of chapter 63 of the Statutes of 
Canada, 1947, from the total of taxes payable under 
the Income War Tax Act and The Excess Profits Tax 
Act, 1940, if those Acts applied to the taxation year. 


(4) Retrospection — Where there is a reference in 
the amended Act to any act, matter or thing done or 
existing before a taxation year, it shall be deemed to 
include a reference to the act, matter or thing, even 
though it was done or existing before the commence- 
ment of that Act. 


(5) Amount not previously included as in- 
come — Where, on the application of a method 
adopted by a taxpayer for computing income from a 


business, other than a business that is a profession, | 


or farm or property for a taxation year to which the 
amended Act applies, an amount received in the year 
would not be included in computing the taxpayer’s 
income for the year because on the application of 
that method it would have been included in comput- 
ing the taxpayer’s income for the purposes of the Jn- 
come Tax Act or the Income Tax Act, chapter 148 of 
the Revised Statutes of Canada, 1952, for a preced- 


ITAR 
S..18(2)(a) 


ing taxation year in respect.of which it was receiva- 
ble, if the amount was not included in computing the 
income for the preceding year, it shall be included in 
computing the income for the year in which it was 
received. 


I.T. Application Rules: 69 (meaning of “Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952”). 


(6) S.C. 1949 (2nd S.), c. 25, s. 53 — There may 
be deducted in computing income for a taxation year 
under Part I of the amended Act an amount that 
would be deductible under section 53 of chapter 25 
of the Statutes of Canada, 1949 (Second Session), in 
computing income under The 1945 Income Tax Act 
if that Act applied to the taxation year. 


(7) ldem — There may be deducted from the tax for 
a taxation year otherwise payable under Part.| of the 
amended Act an. amount that would be deductible 
under section 53 of chapter 25 of the Statutes of 
Canada, 1949 (Second Session) from the tax payable 
under Part I of The 1948 Income Tax Act if that Act 
applied to the taxation year. 


(8) Registered pension plan — A reference in 
the amended Act to a registered pension plan shall, 
in respect of a period while the plan was an approved 
superannuation or pension fund or plan, be construed 
as a reference to that approved superannuation or 
pension fund or plan. 

Pre-RSC History: Subsec. 17(8) amended by 1990, c. 35, s. 31, to 


substitute (in two places plus the heading) “registered pension plan” 
for “registered pension fund or plan’, applicable after 1985. 


18. (1) General depreciation provisions — 
Where the capital cost to.a.taxpayer of any deprecia- 
ble property that was acquired by him before 1972 
was required by any provision of the old law to be 
determined for the purpose of computing the amount 
of any deduction under any such provision in respect 
of that property, or would have been required by any 
provision of the old law to be determined for that 
purpose if any deduction under any. such provision 
had been claimed by the taxpayer in respect, of that 
property, the amount of the capital cost so required 
to be determined or that would have been so required 
to be determined, as the ‘case. may be, shall be 
deemed, for all purposes of the amended Act, to: be 
the capital cost to the taxpayer of that property. 


(2) Idem — Where a taxpayer has acquired depre- 
ciable property before the beginning of the 1949 tax- 
ation year, for the purposes of section 13 of the 
amended Act and any regulations made under para- 
graph 20(1)(a) of that Act an amount equal to the to- 
tal of 


(a) all deductions allowed:in computing the tax- 
payer’s income for the purpose of the /ncome 
War Tax Act as “special depreciation”, “extra de- 
preciation” or allowances in lieu of depreciation 
for property the taxpayer had at the beginning of 
the 1949 taxation year (except deductions al- 
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lowed under subparagraph 6(1)(n)(ii) of that 
Act), and 


(b) '/ of all amounts allowed to the taxpayer 
under subparagraph 6(1)(n)(ii) of that Act for 
property that the taxpayer had at the beginning of 
the 1949 taxation year, 


shall be deemed to have been allowed to the tax- 
payer under regulations made under paragraph 
20(1)(a) of the amended Act in computing income 
for a taxation year before the 1949 taxation year. 


(3) Provisoes not applicable — The second and 


third provisoes to paragraph 6(1)(n) of the Income — 
War Tax Act do not apply to sales made after the be- ie 


ginning of the 1949 taxation year. 


(4) Reference to depreciation — Reference in 
this section to depreciation shall be deemed to in- 
clude a reference to allowances in respect of depre- 
ciable property of a taxpayer made under paragraph 
5(1)(a) of the Income War Tax Act. 


(5) Deduction deemed. depreciation — An 
amount deducted under paragraph 5(1)(u). of the In- 
come War Tax Act in respect of amounts of a capital 
nature shall, for the purpose of this section, be 
deemed to be depreciation taken into account in as- 
certaining the taxpayer’s income for the purpose of 
that Act or in ascertaining the taxpayer’s loss for the 
taxation year for which it was deducted. 


Special Transitional Rules 


19. (1) Income maintenance payments — Not- 
withstanding section 9, paragraph 6(1)(f) of the 
amended Act does not apply in respect of amounts 
received by a taxpayer in a taxation year that were 
payable to the taxpayer in respect of the loss, in con- 
sequence of an event occurring before 1974, of all or 
any part of the taxpayer’s income from an office or 
employment, under a plan, described in that para- 
graph, that was established before June 19, 1971. 


(2) Effect of certain changes made in plan 
established before June 19, 1971 — For the 
purposes of this section, a plan described in para- 
graph 6(1)(f) of the amended Act that was in exis- 
tence before June 19, 1971 does not cease to be a 
plan established before that date solely because of 
changes made therein on or after that date for the 
purpose of ensuring that the plan qualifies as one en- 
titling the employer of persons covered under the 
plan to a reduction, as provided for by subsection 
50(2) of the Unemployment Insurance Act, in the 
amount of the employer’s premium payable under 
that Act in respect of insured persons covered under 
the plan. 


Interpretation Bulletins: IT-54: Wage loss replacement plans; 
IT-85R2: Health and welfare trusts for employees; IT-428: Wage 
loss replacement plans. 


Income Tax Application Rules 


20. (1) Depreciable property — Where the capi- 
tal cost to a taxpayer of any depreciable property ac- 
quired by the taxpayer before 1972 and owned by 
the taxpayer without interruption from December 81, 
1971 until such time after 1971 as the taxpayer dis- 
posed of it is less than the fair market value of the 
property on valuation day and. less than the proceeds 
of disposition thereof otherwise determined, 


(a) for the purposes of section 13 of the amended 
Act, subdivision c of Division B of Part I of that 
Act and any regulations made under paragraph 
20(1)(a) of that Act, the taxpayer’s proceeds of 
disposition of the property shall be deemed to be 
an amount equal to the total of its capital cost to 
the taxpayer and the amount, if any, by which the 
proceeds of disposition thereof otherwise deter- 
mined exceed the fair market value of the prop- 
erty on valuation day; 


(b) where the property has, by one or more trans- 
actions or events (other than the death of a tax- 
payer to which subsection 70(5) of the amended 
Act applies) between persons not dealing at arm’s 
length, become vested in another taxpayer 


(i) for the purposes of the amended Act (other © 
than, where paragraph 13(7)(e) of that Act ap- 
plies in determining the capital cost to that 
other taxpayer of the property, for the pur- 
poses of paragraphs 8(1)(j) and (p) and sec- 
tions 13 and 20 of that Act), that other tax- 
payer shall be deemed to have acquired the 
property at a capital cost equal to the proceeds 
deemed to have been received for the property 
by the person from whom that other taxpayer 
acquired the property, and 


(ii) for the purposes of this subsection, that 
other taxpayer shall be deemed to have ac- 
quired the property before 1972 at a capital 
cost equal to the capital cost of the property to 
the taxpayer who actually owned the property 
at the end of 1971, and to have owned it with- 
out interruption from December 31, 1971 until 
such time after 1971 as that other taxpayer 
disposed of it; and 


(c) where the disposition occurred because of an 
election ‘under subsection 110.6(19) of the 
amended: Act, 


(i) for the purposes of that Act’ (other than 
paragraphs 8(1)(j) and (p) and sections 13 and 
20 of that Act), the taxpayer is deemed to 
have reacquired the property at a capital cost 
equal to 


(A) where the amount designated in re- 
spect of the property in the election did not 
exceed 110% of the fair market value of 
the property at the end of February 22, 
1994, the taxpayer’s proceeds of disposi- 
tion determined under paragraph (a) in re- 
spect of the disposition of the property that 
immediately preceded the reacquisition 
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minus the amount, if any, by which the 
amount designated in respect of the prop- 
erty in the election exceeded that fair mar- 
Ket value, and 


(B) in any other case, the amount other- 
wise determined under subsection 
110.6(19) of that Act to be the cost to the 
taxpayer of the property immediately after 
the reacquisition referred to in that subsec- 
tion minus the amount by which the fair 
market value of the property on valuation 
day exceeded the capital cost. of the prop- 
erty at the time it was last acquired before 
1972, and 


(ii) for the purposes of this subsection, the 

_ taxpayer’s capital cost of the property after 
the reacquisition shall be deemed to be equal 
to the taxpayer’s capital cost of the property 
before the reacquisition and the taxpayer shall 
be considered to have owned the property 
without interruption from December 31, 1971 
until such time after February 22, 1994 as the 
taxpayer disposes of it. 


Related Provisions: ITA 257 — Formulas cannot calculate to 
less than zero [rule does not apply explicitly to the TTARs]. 


History: The portion of para. 20(1)(c) before subpara. (ii) amended 
by 1998, c. 19, s. 248, applicable to 1994 et seg. The portion for- 
merly read: 


(c) where the taxpayer is deemed by subsection 110.6(19). of 
the amended Act to have reacquired the property, 


(i) for the purposes of that Act (other than, where para- 
graph 13(7)(e) of that Act applies in determining the cap- 
ital cost to the taxpayer of the property, for the purposes 
of paragraphs 8(1)(j) and (p) and sections 13 and 20 of 
that Act), the taxpayer shall be deemed to have reac- 
quired the property at a capital cost equal to the tax- 
payer’s proceeds of disposition of the property deter- 
mined under paragraph (a) in respect of the disposition 
that immediately. preceded the reacquisition, and 


Subpara. 20(1)(b)(i) amended by 1995, c. 3, subsec. 56(1), applica- 
ble to acquisitions of property that occur after May 22, 1985. Sub- 
para. (i) formerly read: 
(i) for the purposes of section 13 of the amended Act, subdi- 
vision c of Division B of Part I of that Act and any regula- 
tions made under paragraph 20(1)(a) of that Act, that other 
taxpayer shall be deemed to have acquired the property at.a 
capital cost equal to the proceeds deemed to have been re- 
ceived for the property by the person from whom that other 
taxpayer acquired the property, and 
Para. 20(1)(c) added by 1995, c. 3, subsec. 56(2), applicable to 1994 
et seq. 
Pre-RSC History: All that portion of para. 20(1)(b) preceding 
subpara. (i) substituted by 1974-75-76, c. 26, s. 128, applicable in 
respect of transactions or events occurring after May 6, 1974. That 
portion of para. 20(1)(b) formerly read: 
(b) where the property has, by one or more transactions be- 
tween persons not dealing at arm’s length, become vested in 
another taxpayer 
All that portion of subsec. 20(1) preceding para. (a) substituted by 
1973-74, c. 14, subsec. 71(1). 
Interpretation Bulletins: IT-209R: Jnter vivos gifts of capital 
property to individuals directly or through trusts; IT-217R: Depre- 
ciable property owned on December 31, 1971; IT-220R2: CCA — 


ITAR 
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proceeds of disposition of depreciable property; IT-268R4: Inter 
vivos transfer of farm property to child; IT-432R2: Benefits con- 
ferred on shareholders; IT-488R2: Winding-up of 90%-owned taxa- 
ble Canadian corporations. 


(1.1) Where depreciable property disposed of 
to spouse, trust or child — Subsection (1) does 
not apply in any case where 


(a) subsection 70(6) or 73(1) of the amended Act 
applies in respect of the disposition by a taxpayer 
of any depreciable property of a prescribed class 
to the spouse, trust or transferee, as the case may 
be, referred to therein, and 


(b) subsection 70(9) of the amended Act applies 
in respect of the disposition by a taxpayer of any 
depreciable property of a prescribed class to a 
child referred to therein, 


except that where the spouse, trust, transferee or 
child, as the case may be, subsequently disposes of 
the property at any time, subsection (1) applies as if 
the spouse, trust, transferee or child, as the case may 
be, had acquired the property before 1972 and 
owned it without interruption from December 31, 
1971- until that time. ; 

Interpretation Bulletins: IT-209R: Inter vivos gifts of capital 
property to individuals directly or through trusts; IT-217R: Depre- 
ciable property owned on December 31, 1971. 


(1.11) Extended meaning of “child” — For the 
purposes of subsection (1.1), “child” of a taxpayer 
includes 


(a) a child of the taxpayer’s child; 
(b) a child of the taxpayer’s child’s child; and 


(c) a person who, at any time before attaining the 
age of 21 years, was wholly dependent on the 
taxpayer for support and of whom the taxpayer 
had, at that time, in law or in fact, the custody 
and control. 
Related Provisions: ITA 70(10) —Extended meaning of 
“ehild®’: 


Pre-RSC History: Subsec. 20(1.11) substituted by 1984, c. 45, s. 
96, applicable with respect to dispositions of property occurring af- 
ter 1983. Subsec. 20(1.11) formerly read: 


(1.11) Extended meaning of “child” — For the purposes of 
subsection (1.1), “child” of a taxpayer includes a child of his 
child and a child of his child’s child. 
Subsec. 20(1.1) substituted by 1977-78, c. 32, s. 57, applicable in 
respect of dispositions of property by a taxpayer after 1977, to add 
references to “transferee”. 


Subsecs. 20(1.1) substituted, 20(1.11) added by 1973-74, c. 14, sub- 
SECT (2) s 


(1.2) Other transfers of depreciable prop- 
erty — Where, because of a transaction or an event 
in respect of which any of subsections 70(5), 85(1), 
(2) and (3), 87(2), section 88, subsections 97(2), 
98(3) and (5) and 107(2) of the amended Act applies, 
a taxpayer has at any particular time after 1971 ac- 
quired any depreciable property of a prescribed class 
from a person who acquired the property before 
1972 and owned it without interruption from Decem- 
ber 31, 1971 until the particular time, for the pur- 
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poses of subsection (1) the taxpayer shall be deemed 
to have acquired the property before 1972 and to 
have owned it without interruption from December 
31, 1971 until such time after 1971 as the taxpayer 
disposed of it. | 


Pre-RSC History: Subsec: 20(1.2) substituted by 1977-78, c. 1, si: 


103, applicable with respect to dispositions of property occurring 
after 1971, to add reference to subsec. 70(5). 

Interpretation Bulletins: IT-209R: Inter vivos gifts of capital 
property to individuals directly or through trusts; IT-217R: Depre- 
ciable property owned on December 31, 1971: IT-488R2: Winding- 
up of 90%-owned taxable Canadian corporation. 


(1.3) Transfers before 1972 not at arm’s 
length — Without restricting the generality of sec- 
tion 18, where any depreciable property has been 
transferred before 1972 in circumstances such that 
subsection 20(4) of the former Act would, if that 
provision applied to transfers of property made in the 
1972 taxation year, apply, paragraph 69(1)(b) of the 
amended Act does not apply to the transfer and sub- 
section 20(4) of the former Act applies thereto. 


(1.4). Depreciable _property received as 
dividend in kind — The capital cost to a taxpayer, 
as of any particular time after 1971, of any deprecia- 
ble property (other than depreciable property re- 
ferred to in subsection (1.3) or deemed by subpara- 
graph (1)(b)(ii) to have been acquired by the 
taxpayer before 1972) acquired by the taxpayer 
before 1972 as, on account of, in lieu of payment of 
or in satisfaction of, a dividend payable in kind 
(other than a stock dividend) in respect of a share 
owned by the taxpayer of the capital stock of a cor- 
poration, shall be deemed to be the fair market value 
of that property at the time the property was so 
received. 
Pre-RSC History: Subsec. 20(1.4) added by 1973-74, c. 14, sub- 
sec. 71(3). 


(2) Recapture of capital cost allowances — In 
determining a taxpayer’s income for a taxation year 
from farming or fishing, subsection 13(1) of. the 
amended Act does not apply in respect of the dispo- 
sition by the taxpayer of ‘property acquired by the 
taxpayer before 1972 unless the taxpayer has elected 
to make a deduction for that or a preceding taxation 
year, in respect of the capital cost of property ac- 
quired by the taxpayer before 1972, under regula- 
tions made under paragraph 20(1)(a) of that Act 
other than a regulation providing solely for an allow- 
ance for computing income from farming or fishing. 


(3) Depreciable property of partnership of 
prescribed class — For the purposes of the 
amended Act, where a partnership had, on December 
31, 1971, partnership property that was depreciable 
property of a prescribed class, 


(a) the capital cost to the partnership of each 
property of that class shall be deemed to be an 
amount determined as follows: 


(i) determine, for each person who, by reason 
of having been a member of the partnership 
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on the later-of June 18, 1971 and the day the 
partnership was created, and thereafter with- 
out interruption until December 31, 19 FT can 
reasonably be regarded as having had an inter- 
est in the property of that class on December 
31, 1971, the person’s acquisition cost in re- 
spect of property of that class, 


(ii) determine, for each such person, the 
amount that is that proportion of the person’s 
acquisition cost in respect of property of that 
class that 100% is of the person’s percentage 
in respect of property of that class, 


(iii) select the amount determined under sub- 
paragraph (ii) for a person described therein 
that is not greater than any amount so deter- 
mined for any other such person, 


(iv) determine that proportion of the amount 
selected under subparagraph (iii) (in this sub- 
section referred to as the “capital cost of that 
class”) that the fair market value on December 
31, 1971 of that property is of the fair market 
value on that day of all property of that class, 


and the amount determined under subparagraph. © 
(iv) is the capital cost to the partnership of that 
property; 


(b) for the purposes of sections 13 and 20 of the 
amended Act and any regulations made under 
paragraph 20(1)(a) of that Act, the undepreciated 
capital cost to the partnership of property of that 
class as of any time after 1971 shall be computed 
as though the amount, if any, by which the capital 
cost of that class to the partnership exceeds the 
undepreciated cost to the partnership of that class 
had been allowed to the partnership in respect of 
property of that class under regulations made 
under paragraph 20(1)(a) of the amended Act in 
computing income for taxation years before that 
time; 


(c) in computing the income for the 1972 and 
subsequent taxation years of each person who 
was a member of the partnership on June 18, 
1971 and thereafter without interruption until De- 
cember 31, 1971, there may be deducted such 
amount as the person claims for the year, not ex- 
ceeding the amount, if any, by which the total of 


(i) the lesser of 


(A) the amount, if any, by which the 
amount that was the capital cost to the per- 
son of all property of that class exceeds the 
percentage, equal to the person’s percent- 
age in respect of property of that class, of 
the capital cost of that class to the partner- 
ship, and 


(B) the amount that was the undepreciated 
capital cost to the person of property of 
that class as of December 31, 1971, and 


Part I— Income Tax Application Rules, 1971 


(ii) the amount, if any, by which 


(A) the undepreciated capital cost to the 
person of property of that class as of De- 
cember 31, 1971, less the amount, if any, 
determined under subparagraph (i) in re- 
spect of property of that class, 


exceeds 


(B) the percentage, equal to the person’s 
percentage in respect of property of that 
class, of the undepreciated cost to the part- 
nership of that class, 


exceeds the total of all amounts deducted under 
this paragraph in computing the person’s income 
for preceding taxation years; and, for the pur- 
poses of section 3 of the amended Act, the 
amount so claimed shall be deemed to be a de- 
duction permitted by subdivision e of Division B 
of Part I of that Act; and 


(d) notwithstanding paragraph (c), a person who 
became a member of the partnership after June 
18, 1971 and who was a member of the partner- 
ship thereafter without interruption until Decem- 
ber 31, 1971 shall be deemed to be a person de- 
scribed in paragraph (c) and the amount that may 
be claimed thereunder as a deduction in comput- 
ing the person’s income for any taxation year 
shall not exceed 10% of the total of the amounts 
determined under subparagraphs (c)(i) and (1i). 


(4) Definitions — In subsection (3), 


“acquisition cost’? of a person who was a member 
of a partnership on December 31, 1971 in respect of 
depreciable property of a prescribed class that was 
partnership property of the partnership on December 
31, 1971 means the total of the undepreciated capital 
cost to that person of property of that class as of De- 
cember 31, 1971 and the total depreciation allowed 
to the person before 1972 in respect of property of 
that class; 


“percentage” of a member of a partnership in re- 
spect of any depreciable property of a prescribed 
class that was partnership property of the partnership 
on December 31, 1971 means the interest of the 
member of the partnership in property of that class, 
expressed as a percentage of the total of the interests 
of all members of the partnership in property of that 
class on that day; 


“undepreciated cost to the partnership” of any 
class of depreciable property means an amount de- 
termined as follows: 


(a) determine, for each person who, because of 
having been a member of the partnership on the 
later of June 18, 1971 and the day the partnership 
was created, and thereafter without interruption 
until December 31, 1971, can reasonably be re- 
garded as having had an interest in property of 
that class on December 31, 1971, the amount, if 
any, by which the undepreciated capital cost to 
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the person of property of that class as of Decem- 
ber 31, 1971 exceeds the amount, if any, deter- 
mined under subparagraph (3)(c)(i) for the person 
in respect of property of that class, 


(b) determine, for each such person, the amount 
that is that proportion of the amount determined 
under paragraph (a) that 100% is of the person’s 
percentage in respect of property of that class, 
and 


(c) select the amount determined under paragraph 
(b) for a person described therein that is not 
greater than any amount so determined for any 
other such person, 


and the amount selected under paragraph (c) is the 
undepreciated cost to the partnership of that class. 
Pre-RSC History: The definition “acquisition cost” was para. 


20(4)(a); “percentage”, para. 20(4)(b); “undepreciated cost to the 
partnership”, para. 20(4)(c). 


(5) Other depreciable property of partner- 
ship — For the purposes of the amended Act, where 
a partnership had, on December 31, 1971, any partic- 
ular partnership property that was depreciable prop- 
erty other than depreciable property of a prescribed 
class, 


(a) the cost to the partnership of the particular 
property shall be deemed to be the amount that 
would be determined under paragraph (3)(a) to be 
the capital cost thereof if 


(i) the particular property constituted a pre- 
scribed class of property, and 


(11) the acquisition cost of each person de- 
scribed therein in respect of the particular 
property were its actual cost to the person or 
the amount at which the person was deemed 
by subsection 20(6) of the former Act to have 
acquired it, as the case may be; 


(b) for the purposes of sections 13 and 20 of the 
amended Act and any regulations made under 
paragraph 20(1)(a) of that Act, the undepreciated 
capital cost of property of any class as of any par- 
ticular time after 1971 shall be computed as if the 
amount, if any, by which 


(i) the amount determined under paragraph (a) 
to have been the cost to the partnership of the 
particular property, 


exceeds 


(ii) the amount that would be determined 
under the definition “undepreciated cost to the 
partnership” in subsection (4) to be the un- 
depreciated cost to the partnership of any 
class of depreciable property comprising the 
particular property if 
(A) paragraph (a) of that definition were 
read without reference to the words “the 
later of June 18, 1971 and the day the part- 
nership was created, and thereafter without 
interruption until’, 
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(B) the amount determined under subpara- 
graph (3)(c)(i) for any person in respect of 
that class were nil, and 


(C) the undepreciated capital cost to each 
person described in the definition “‘acquisi- 
tion cost’ in subsection (4) of the particu- 
lar property as of December 31, 1971 were 
the amount, if any, by which the amount 
assumed by subparagraph (a)(ii) ‘to have 
been the acquisition cost of the person in 
respect.of the property exceeds the total of 
all amounts allowed to the person in re- 
spect of the property under regulations 
made under paragraph 11(1)(a) of the for- 
mer Act in computing income for taxation 
years ending before 1972, 


had been allowed to the partnership in respect of 
the particular property under regulations made 
under paragraph 20(1)(a) of the amended Act in 
computing income for taxation years ending 
before the particular time; and 


(c) in computing the income for the 1972 and 
subsequent taxation years of each person who 
was, on December 31, 1971, a member of the 
partnership, there may be deducted such amount 
as the person claims for the year, not exceeding 
the amount, if any, by which 


(i) the amount by which 


(A) the amount assumed by clause 
(b)(i)(C) to have been ‘the undepreciated 
capital cost to the person of the particular 
property as of December 31, 1971 


exceeds 


(B) a percentage of the amount determined 
under subparagraph (b)(ii) in respect of the 
particular property, equal to the percentage 
that would be the person’s percentage 
(within the meaning assigned by subsec- 
tion (4)) in respect of the particular prop- 
erty if that property constituted a pre- 
scribed class, 


exceeds 


(ii) the total of all amounts deducted under 
this paragraph in computing the person’s in- 
come for preceding taxation years; 
and for the purposes of section 3 of the amended 
Act the amount so claimed shall be deemed to be 
a deduction permitted by subdivision e of Divi- 
sion B of Part I of that Act. 


Related Provisions: Reg. 1701(2) — Maximum CCA deduction 
from farming or fishing business where ITAR 20(5) applies. 


21. (1) Goodwill and other nothings — Where 
as a result of a disposition occurring after 1971 a tax- 
payer has or may become entitled to receive an 
amount (in this section referred to as the “actual 
amount’) in respect of a business carried on by the 
taxpayer throughout the period beginning January 1, 
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1972 and ending immediately after the disposition 
occurred, for the purposes of section 14 of the 
amended Act the amount that the taxpayer has or 
may become entitled to receive shall be deemed to 
be the total of 


(a) an amount equal to a percentage, equal to 
40% plus the percentage (not exceeding 60%) ob- 
tained when 5% is multiplied by the number of 
full calendar years ending in the period and 
before the transaction occurred, of the amount, if 
any, by which the actual amount exceeds the por- 
tion thereof referred to in subparagraph (b)(i), 
and 


(b) an amount equal to the lesser of 


(i) the percentage, described in paragraph (a), 
of such portion, if any, of the actual amount as 
may reasonably be considered as being the 
consideration received by him for the disposi- 
tion of, or for allowing the expiration of, a 
government right, and . 


(ii) the amount, if any, by which the portion 
described in subparagraph (i) exceeds the 
greater of | 


(A) the total of all amounts each of which | 
is an outlay or expenditure made or in- 
curred by the taxpayer as a result of a 
transaction that occurred before 1972 for 
the purpose of acquiring the government 
right, or the taxpayer’s original right in re- 
spect of the government right, to the extent 
that the outlay or expenditure was not oth- 
erwise deducted in computing the income 
of the taxpayer for any taxation year and 
would, if made or incurred by the taxpayer 
as a result of a transaction that occurred af- 
ter 1971, be an eligible capital expenditure 
of the taxpayer, and 


(B) the fair market value to the taxpayer as 
at December 31, 1971 of the taxpayer’s 
specified right in respect of the govern- 
ment right, if no outlay or expenditure was 
made or incurred by the taxpayer for the 
purpose of acquiring the right or, if an out- 
lay or expenditure was made or incurred, if 
that outlay or expenditure would have been 
an eligible capital expenditure of the tax- 
payer if it had been made or incurred as a 
result of a transaction that occurred after 
1971. 


Pre-RSC History: That portion of subsec. 21(1) preceding para. 
(a) substituted by 1988, c. 55, s. 196, applicable with respect to dis- 
positions of property occurring after June 17, 1987 otherwise than 
pursuant to the terms of an obligation entered into in writing before 
June 18, 1987; That portion formerly read: 


21. (1) Goodwill and other “nothings” — Where as a result 
of a transaction occurring after 1971 an amount (in this sec- 
tion referred to as the “actual amount’) has become payable 
to a taxpayer in respect of a business carried on by him 
throughout the period commencing January 1, 1972 and end- 
ing immediately after the transaction occurred, for the pur- 
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poses of section 14 of the amended Act the amount that has 
become so payable to him shall be deemed to be the aggre- 
gate of 


Cl. 21(1)(b)Gi)(B) substituted by 1974-75-76, c. 26, subsec. 129(1). 
Subpara. 21(1)(b)(ii) substituted by 1973-74, c. 30; s. 27.1. 


Interpretation Bulletins: IT-268R4: /nter vivos transfer of farm 
property to child; IT-488R2: Winding-up of 90%-owned taxable 
Canadian co eee. See also list at end of ITAR 21. 


(2) Idem — Where the taxpayer and the person by 
whom the actual amount has become payable to the 
taxpayer were not dealing with each other at arm’s 
length, for the purposes of computing the income of 
that person the portion of the actual amount in ex- 
cess of the amount deemed by subsection (1) to be 
the amount that has become payable to the taxpayer 
shall be deemed not to have been an outlay, expense 
or cost, as the case may be, of that person. 


Interpretation Bulletins: IT-268R4: Inter vivos transfer of farm 
property to child. See also list at end of ITAR 21. 


(2.1) Idem — Where after 1971 a taxpayer has. ac- 
quired a particular government erm referred to in 
subsection (1) 


(a) from a person with whom the taxpayer was 
not dealing at arm’s length, or 


(b) under.an agreement with a person with whom 
the taxpayer was not dealing at arm’s length, if 
under. the terms of the agreement that person al- 
lowed the right to expire so that the taxpayer 
could acquire a substantially similar right from 
the authority that had issued the right to that 
person, 


and an actual amount subsequently becomes payable 
to the taxpayer as consideration for the disposition 
by the taxpayer of, or for the taxpayer allowing the 
expiration of, the particular government right or any 
other government right acquired by the taxpayer for 
the purpose of effecting the continuation, without in- 
terruption, of rights that are substantially similar to 
the rights that the taxpayer had under the particular 
government right, for the purpose of section 14 of 
the amended Act, the amount that has so become 
payable to the taxpayer shall be deemed to be the 
amount that would, if that person and the taxpayer 
had at all times been the same person, be determined 
under subsection (1) to be the amount that would 
have become so payable to the taxpayer. 


Interpretation Bulletins: See list at end of ITAR 21. 


(2.2) Amalgamations — For the purposes of this 
section, an amalgamation (within the meaning of 
section 87 of the amended Act) of two or more Ca- 
nadian corporations shall be deemed to be a transac- 
tion between persons not dealing at arm’s length. 


Pre-RSC History: Subsecs. 21(2.1), (2.2) added by 1977-78, c. 1, 
s. 104, applicable to acquisitions after 1971. 


(3) Definitions — In this section, 
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“sovernment right” of a taxpayer means a right or 
licence 


(a) that enables the taxpayer to carry on a busi- 
ness activity in accordance with a law of Canada 
or of a province or Canadian municipality, to an 
extent to which the taxpayer would otherwise be 
unable to carry it on in accordance therewith, 


(b) that was granted or issued by Her Majesty in 
right of Canada or a province or a Canadian mu- 
nicipality, or by a department, board, agency or 
any other body authorized by or under a law of 
Canada, a province or a Canadian municipality to 
grant or issue such a right or licence, and 


(c) that was acquired by the taxpayer 


(i) as a result of a transaction that occurred 
before 1972, or 


(ii) at a particular time for the purpose of ef- 
fecting the continuation, without interruption, 
of rights that are substantially similar to the 
rights that the taxpayer had under a govern- 
ment right held by the taxpayer before the par- 
ticular time; 


“original right” of a taxpayer in respect of a gov- 
ernment right means a right or licence 


(a) described in the definition “government right” 
in this subsection, and 


(b) acquired by the taxpayer as a result of a trans- 
action that occurred before 1972 for a purpose 
other than the purpose described in subparagraph 
(c)(ii) of that definition, 


if the government right was acquired by the taxpayer 
for the purpose of effecting the continuation, without 
interruption, of rights that are substantially similar to 
the rights that the taxpayer had under the right or 
licence; 


“specified right” of a taxpayer in respect of a gov- 
ernment right means a right owned by a taxpayer on 
December 31, 1971 that was 


(a) an original right, or 


(b) a government right that was acquired by the 
taxpayer in substitution for the original right or 
that was one of a series of government rights ac- 
quired by the taxpayer for the purpose of effect- 
ing the continuation, without interruption, of 
rights that are substantially similar to the rights 
that the taxpayer had under the original right. 
Pre-RSC History: The. definition “government right” was para. 
21(3)(a); “original right”, para. 21(3)(b); “specified right”, para. 
21(3)(c). 
Para. 21(3)(c) added by 1974-75-76, c. 26, subsec. 129(2). 
Pre-RSC History: S. 21 substituted by 1973-74, c. 14, s. 72. 
Interpretation Bulletins [ITAR 21]: IT-123R6: Transactions in- 
volving eligible capital property; IT-313R2: Eligible capital prop- 


erty — rules where a taxpayer has ceased carrying on a business or 
has died: IT-474R: Amalgamations of Canadian corporations. 


22. [Repealed under former Act] 
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Pre-RSC History: S. 22 repealed by 1985, c. 45, s. 129.3. §. 22 
formerly read: 


22. (1) Deduction of interest by certain corporations — 
Notwithstanding section 9, subsections 18(4) to (7) of the 
amended Act are applicable to taxation years commencing af- 
ten 197.1, 


(2) Idem — In its application to the first taxation year of a 
corporation commencing after 1971 and to the immediately 
following taxation year, subsection 18(4) of the amended Act 
shall be read as if 


(a) subparagraph (a)(i) thereof were read as follows: 


(i) the greatest amount that the corporation’s out- 
standing debts to specified non-residents was at 
any time in the year, less the amount, if any, by 
which 


(A) the least amount that the corporation’s out- 
standing debts to specified non-residents was 
at any time after June 18 in the last taxation 
year of the corporation commencing before 
June 19, 1971 (in this subparagraph referred to 
as the corporation’s “base year”) 


exceeds 3 times the aggregate of 
(B) the lesser of 


(I) the paid-up capital of the corporation at 
the end of its taxation year immediately 
preceding its base year in respect of all of 
the shares of its capital stock, and 


(ID) the corporation’s paid-up capital limit 
(within the meaning of subsection 89(1)) 
at the commencement of the first taxation 
year of the corporation commencing after 
1971, and 


(C) the corporation’s undistributed income on 
hand (within the meaning assigned by this Act 
as it read in its application to the 1971 taxation 
year) at the end of its taxation year immedi- 
ately preceding its base year, and 


(b) paragraph (b) thereof were read as follows: 


(b) the greatest amount that the corporation’s out- 
standing debts to specified non-residents was at 
any time in the year. 


Para. 22(2)(a) substituted by 1973-74, c.'14, 8: 73, 


23. (1), (2) [Repealed under former Act] 


Pre-RSC History: Subsecs. 23(1), (2) repealed by 1985, c. ONS 
130. Subsecs. 23(1), (2) formerly read: 


23. (1) Income from professional business — There may 
be deducted. in computing a taxpayer’s income for the 1972 
taxation year from a business that is a profession the aggre- 
gate of amounts payable by him in respect of the business at 
the end of the 1971 fiscal period of the business, to the extent 
that they were not deductible in computing his income from 
the business for that period but would have been so deducti- 
ble if he had paid them in that period. 


(2) Valuation of work in progress — Where a taxpayer has 
not elected under paragraph 34(1)(d) of the amended Act in 
respect of his income from a business that is a profession for 
his 1972 taxation year, work in progress in respect of the bus- 
iness at the commencement of the 1972 fiscal period of the 
business shall be valued at the same amount at which it was 
valued at the end of the 1971 fiscal period of the business for 
the purpose of computing his income from that business for 
the 1971 taxation year. 
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Subsec. 23(1) substituted by 1973-74, c. 14, subsec. 7T4(1). 


(3) Rules applicable [to professional busi- 
ness] — For the purposes of computing the income 
of a taxpayer for a taxation year ending after 1971 
from a business that is a profession, 


(a) there may be deducted such amount as the 
taxpayer claims, not exceeding the lesser of 


(i) the amount deducted under this paragraph 
in computing the taxpayer’s income from the 
business for the preceding taxation year, and 


(ii) the taxpayer’s investment interest in the 
business at the end of the year; 


(b) where the taxation year is the taxpayer’s 1972 
taxation year, the amount deducted under para- 
graph (a) in computing the taxpayer’s income for 
the preceding taxation year from the business 
shall be deemed to be an amount equal to the tax- 
payer's 1971 receivables in respect of the 
business; 


(c) there shall be included the amount deducted 
under paragraph (a) in computing the taxpayer’s 
income for the preceding taxation year from the 
business; and 


(d) there shall be included amounts received by 
the taxpayer in the year on account of debts in 
respect of the business that were established by 
the taxpayer to have become bad debts before the 
end of the 1971 fiscal period of the business. 


Related Provisions: ITA 34 — Income from a professional 
business. 


Interpretation Bulletins: IT-242R: Retired partners; IT-278R2: 
Death of a partner or of a retired partner. See also list at end of 
ITAR 23. 


Forms: T2032: Statement of professional activities. 


(4) Application of para. (3)(a) — Paragraph 
(3)(a) does not apply to allow a deduction in com- 
puting the income of a taxpayer from a business that 
is a profession 


(a) for the taxation year in which the taxpayer 
died; or 
(b) for any taxation year, if, 

(i) in the case of a taxpayer who at no time in 


that year was resident in Canada, the taxpayer 
ceased to carry on the business, or 


(i1) in the case of any other taxpayer, the tax- 
payer ceased to be resident in Canada.and 
ceased to carry on the business 


at any time in that year or the following year. 


Pre-RSC History: Subpara. 23(4)(b)(ii) substituted by 1976-77, c. 
4, s. 79, applicable to 1972 et seq. 


Interpretation Bulletins: IT-242R: Retired partners; IT-278R2: 
Death of a partner or of a retired partner. See also list at end of 
ITAR 23. 


(4.1) Certain persons deemed to be carrying 
on business by means of partnership — For 
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the purposes-of paragraph (a) of the definition “in- 
vestment interest” in subsection (5), 


(a) where subsection 98(1) of the amended Act 
applies, the persons who are deemed not to have 
ceased to be members of a partnership because of 
that subsection shall be deemed to be carrying on 
business in Canada by means of that partnership; 
and 


(b) a taxpayer who has a residual interest in a 
partnership (within the meaning assigned by sec- 
tion 98.1 of the amended Act) shall be deemed to 
be carrying on business in Canada by means of 
that partnership. 


Pre-RSC History: Subsec. 23(4.1) added by 1974-75-76, c. 26, s. 
130, 


(5) Definitions — In this section, 


“investment interest’ in a business at the end of a 
taxation year means 


(a) in the case of a taxpayer other than a corpora- 
tion, the total of all amounts each of which is an 
amount in respect of a proprietorship or. partner- 
ship by means of which the taxpayer carried on 
that business in Canada in the year, equal to, 


(i) in respect of each such proprietorship, the 
amount, if any, by which 


(A) the total of such of the amounts that 
were included in computing the taxpayer’s 
income for that or a preceding taxation 
year as were receivable by the taxpayer at 
the end of the fiscal period of the proprie- 
torship ending in the taxation year, 


exceeds 


(B) the amount claimed under paragraph 
20(1)(1) of the amended Act as a reserve 
for doubtful debts in computing the tax- 
payer’s income from the business for the 
fiscal period of the proprietorship ending 
in the year, and 


(ii) in respect of each such partnership, the ad- 
justed cost base to the taxpayer of the tax- 
payer’s interest in the partnership immediately 
after the end of the fiscal period of the part- 
nership ending in the year, 


(b) in the case of a taxpayer that is a corporation, 
the lesser of 


(i) the amount thereof that would be deter- 
mined under paragraph (a) in respect of the 


corporation if that paragraph applied to a tax- 


payer that is a corporation, and 


(ii) that proportion of its 1971 receivables in 
respect of the business that 


(A) the amount, if any, by which 10 ex- 
ceeds the number of its taxation years end- 
ing after 1971 and either before or coinci- 
dentally with the taxation year, 


ITAR 
S. 25 


is of 
(Arp phoy 


Interpretation Bulletins: See list at end of ITAR 23. 


“1971 receivables” in respect of a business of a tax- 
payer means the total of 


(a) all amounts that became receivable by the tax- 
payer in respect of property sold or services ren- 
dered in the course of the business (within the 
meaning given that expression in section 34 of 

. the amended Act) in taxation years ending before 
1972 and that were not included in computing the 
taxpayer's income. for any such taxation year, 
other than debts that were established by the tax- 
payer to have become bad debts before the end of 
the 1971 fiscal period of the business, and 


(b) the total of all amounts each of which is an 
- amount, in respect of each partnership by means 

of which the taxpayer carried on that business 
before 1972, equal to such portion of the total 
that would be determined under paragraph (a) in 
respect of the partnership, if the references in that 
paragraph to “the taxpayer” were read as refer- 
ences to “the partnership”, as is designated by the 
taxpayer in the taxpayer’s return of income under 
Part I of the amended Act for the year to be at- 
tributable to the taxpayer, except that where the 
total of the portions so designated by all members 
of the partnership is less than the total that would 
be so determined under paragraph (a) in respect 
of the partnership, the Minister may designate the 
portion of that total that is attributable to the tax- 
payer, in which case the portion so designated by 
the Minister in respect of the taxpayer shall be 
deemed to be the portion so designated by the 
taxpayer. 

Pre-RSC History: The definition “investment interest” was paras. 

23(5)(a), (b); “1971 receivables”, para. 23(5)(c). 

Interpretation Bulletins [ITAR 23]: IT-188R: Sale of accounts 

receivable; IT-189R: Corporations used by practising members of 

professions; IT-212R3: Income of deceased persons — rights or 

things. 


24. Definition of “valuation day” for capital 
gains and losses — In this Act, “valuation day” 
means 


(a) December 22, 1971, in relation to any prop- 
erty prescribed to be a publicly-traded share or 
security; and ; 


(b)' December 31, 1971, in relation to:any other 
property. 
Regulations: 4400 (prescribed property). 


25. [Not included in R.S.C. 1985] 
Pre-RSC History: S. 25 formerly read: 


25, Proclamation — At any time after the coming into force 
of this Act, the Governor in Council may by proclamation fix 
a day in relation to any property referred to in paragraph 
24(a) and-a day in relation to any property referred to in para- 
graph 24(b) (each of which days shall be after June 18, 1971 
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and either or both of which days may be either before or after 
the coming into force of this Act) for the purposes of subdivi- 
sion c of Division B of Part I of the amended Act. 


Proclamation: For para. 24(a), December 22, 1971; for para. 
24(b), December 31, 1971. ; 


26. (1) Capital gains subject to tax — The pro- 
visions of subdivision c of Division B of Part I of the 
amended Act apply to dispositions of property made 
after 1971 and to transactions or events occurring af- 
ter 1971 because of which any disposition of prop- 
erty was made or deemed to have been made in ac- 
cordance with the provisions of that subdivision. 


Interpretation Bulletins: IT-330R: Dispositions of capital prop- 
erty subject to warranty, covenant, etc. See also list at end of ITAR 
26. 


(1.1) Principal amount of certain obliga- 
tions — For the purposes of subsection 39(3) and 
section 80 of the amended Act, the principal amount 
of any debt or other obligation of a taxpayer to pay 
an amount that was outstanding on January 1, 1972 
(in this subsection referred to as an “obligation”’) 
shall be deemed to be the lesser of 


(a) the principal amount, otherwise determined 
for the purposes of the amended Acct, of the obli- 
gation, and 


(b) the fair market value, on valuation day, of the 
obligation, 


and in applying paragraph 39(3)(a) of the amended 
Act to an obligation, the reference in that paragraph 
to “the amount for which the obligation was issued” 
shall be read as a reference to “the lesser of the prin- 
cipal amount of the obligation and the amount for 
which the obligation was issued”. 


Interpretation Bulletins: IT-293R: Debtor’s gain on settlement 
of debt. See also list at end of ITAR 26. 


(2) [Repealed under former Act] 


Pre-RSC History: Subsec. 26(2) repealed by 1985, c. 45, subsec. 
131(1). Subsec. 26(2) formerly read: 


(2) Listed personal property —In section 41 of the 
amended Act, a reference to the 5 taxation years immediately 
preceding a taxation year does not include any taxation year 
ending before 1972, and where a taxpayer has a taxation year 
part of which is before and part of which is after the com- 
mencement of 1972, for the purposes of that section his gains 
for that taxation year from dispositions of property and his 
losses for that year from dispositions of property do-not in- 
clude any gain or loss from any disposition of property made 
before 1972. 


(3) Cost of acquisition of Capital property 
owned on Dec. 31, 1971 — For the purpose of 
computing the adjusted cost base to a taxpayer of 
any capital property (other than depreciable property 
or an interest in a partnership) that was owned by the 
taxpayer on December 31, 1971 and thereafter with- 
out interruption until such time as the taxpayer dis- 
posed of it, its cost to the taxpayer shall be deemed 
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to be the amount that is neither the greatest nor the 
least of the following three amounts, namely: 


(a) its actual cost to the taxpayer or, if the prop- 
erty was an obligation, its amortized cost to the 
taxpayer on January 1, 1972, 


(b) its fair market value on valuation day, and 
(c) the amount, if any, by which the total of 


(i) the taxpayer’s proceeds of disposition of 
the property, determined without reference to 
subsection 13(21.1) of the amended Act, 


(ii) all amounts required by subsection 53(2) 
of the amended Act to be deducted in comput- 
ing its adjusted cost base to the taxpayer im- 
mediately before the disposition, and 


(iii) all amounts described in clause 
(S)(c)(i)(B) that are relevant in computing its 
adjusted cost base to the taxpayer immediately 
before the disposition, 


exceeds the total of 


(iv) all amounts required by subsection 53(1) 
of the amended Act (other than paragraphs 
53(1)(f.1) to (f.2)) to be added in computing 
its adjusted cost base to the taxpayer immedi- 
ately before the disposition, and 


(v) all amounts described in clause 
(5)(c)G)(B) that are relevant in computing its 
adjusted cost base to the taxpayer immediately 
before the disposition, 


except that where two or more of the amounts deter- 
mined under paragraphs (a) to (c) in respect of any 
property are the same amount, that amount shall be 
deemed to be its cost to the taxpayer. 


Related Provisions: ITAR 26(29) — No tax-free zone following 
election to trigger capital gains exemption. 


History: Subpara. 26(3)(c)(iv) amended by 1995, c. 21, subsec. 
79(1), applicable to taxation years that end after February 21, 1994, 
Subpara. (iv) formerly read: 


(iv) all amounts required by subsection 53(1) of the amended 
Act (other than paragraphs 53(1)(f.1) and (f.2)) to be added in 
computing its adjusted cost base to the taxpayer immediately 
before the disposition, and 


Pre-RSC History: Subpara. 26(3)(c)(i) amended by; 1985, c. 45, 
subsec. 131(2), applicable with respect to dispositions occurring af- 
ter November 12, 1981, other than dispositions occurring pursuant 
to the terms of an agreement in writing entered into on or before 
that date, to add the words “determined without reference to subsec- 
tion 13(21.1) of the amended Act”. ) 


Subpara. 26(3)(c)(iv) substituted by 1980-81-82-83, c.140, subsec. 
133(1), applicable with respect to dispositions occurring after No- 
vember 12, 1981. Subpara. 26(3)(c)(iv) formerly read: 


(v) all amounts required by subsection 53(1) of the amended 
Act to be added in computing its adjusted cost base to him 
immediately before the disposition, and 


Para. 26(3)(c) substituted by 1973-74, c. 14, subsec. 75(1). 


Regulations: 4400, Sch. VII (V-day values for publicly-traded 
shares). 


Interpretation Bulletins: IT-65: Stock splits and consolidations; 
IT-78: Capital property owned on December 31, 1971 — identical 
properties; IT-84: Capital property owned on December 31, 1971 — 
median rule (tax-free zone); IT-93: Capital property owned on De- 
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cember 31, 1971 — meaning of actual cost and amortized cost; IT- 
107: Costs of disposition of capital property affected by the median 
rule; IT-130: Capital property owned on December 31, 1971 — ac- 
tual cost of property owned by a testamentary trust; IT-209R: Inter 
vivos gifts of capital property to individuals directly or through 
trusts; IT-268R4: Jnter vivos transfer of farm property to child; IT- 
319: Cost of obligations owned on December 31, 1971. See also list 
at end of ITAR 26. 


Information Circulars: 72-25R4: Business equity valuations. 


Advance Tax Ruling: ATR-35: Partitioning of assets to get spe- 
cific ownership — “butterfly”. 


Forms: T1105: Supplementary schedule for dispositions of capital 
property acquired before 1972; T2080-T2085, T2090: Capital dis- 
positions supplementary schedules. 


(4) Determination of cost where property not 
disposed of — For the purpose of computing the 
adjusted cost base to a taxpayer of any capital prop- 
erty (other than depreciable property or an interest in 
a partnership) at any particular time before the tax- 
payer disposed of it, where the property was owned 
by the taxpayer on December 31, 1971 and thereafter 
without interruption until the particular time, its cost 
to the taxpayer shall be deemed to be the amount that 
would be determined under subsection (3), to be its 
cost to the taxpayer if the taxpayer had disposed of it 
at the particular time and the taxpayer’s proceeds of 
disposition had been its fair market value at that 
time. 


Forms: T1105: Supplementary schedule for dispositions of capital 
property acquired before 1972. 


(5) Where’ property disposed of in 
transaction not at arm’s length — Where any 
capital property (other than depreciable property or 
an interest in a partnership) that was owned by a tax- 
payer (in this subsection referred to as the “original 
owner”) on June 18, 1971 has, by one or more trans- 
actions or events between persons not dealing at 
arm’s length, become vested in another taxpayer (in 
this subsection referred to as the “subsequent 
owner”) and the original owner has not elected under 
subsection (7) in respect of the property, notwith- 
standing the provisions of the amended Act, for the 
purposes of computing, at any particular time after 
1971, the adjusted cost base of the property to the 
subsequent owner, 


(a) the subsequent owner shall be deemed to have 
owned the property on June 18, 1971 and thereaft- 
ter without interruption until the particular time; 


(b) for the purposes of this section, the actual cost 
of the property to the subsequent owner or, if the 
property was an obligation, its amortized cost to 
him on January 1, 1972 shall be deemed to be the 
amount that was its actual cost or its amortized 
cost on January 1, 1972, as the case may be, to 
the original owner; and 


(c) where the property became vested in the sub- 
sequent owner after 1971, there shall be added to 
the cost to the subsequent owner of the property 


ITAR 
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(as determined under subsection (3)) the amount, 
if any, by which 


(i) the total of all amounts each of which is 


(A) a capital gain (other than any amount 
deemed by subsection 40(3) of the 
amended Act to be a capital gain) from the 
disposition after 1971 of the property by a 
person who owned the property before it 
so became vested in the subsequent owner, 


(B) an amount required by subsection 
53(1) of the amended Act to be added in 
computing the adjusted cost base of the 
property to a person (other than the subse- 
quent owner) described in clause (A), 


(C) an amount determined under paragraph 
88(1)(d) of the amended Act in computing 
the cost of the property to the subsequent 
owner or a person who owned the property 
before it became vested in the subsequent 
owner, or 


(D) an amount by which a gain otherwise 
determined of a person who owned the 
property before it became so vested in the 
subsequent owner was reduced because of 
paragraph 40(2)(b) or (c) of the amended 
ACTS tie 


exceeds — 
(ii) the total of amounts each of which is 


(A) a capital loss or an amount that would, 
but for paragraph 40(2)(e) and subsection 
85(4) of the amended Act (as that Act read 
in its application to property disposed of 
on or before April 26, 1995) and 
paragraphs 40(2)(e.1) and (e.2) and sub- 
section 40(3.3) of the amended Act, be a 
capital loss from the disposition to a cor- 
poration after 1971 of the property by a 
person who owned the property before it 
became vested in the subsequent owner, or 


(B) an amount required by subsection 
53(2) of the amended Act to be deducted 
in computing the adjusted cost base of the 
property to a person (other than the subse- 
quent owner) described in clause (A), 


and there shall be deducted from the cost to the 
subsequent owner of the property the amount, if 
any, by which the total determined under subpar- 
agraph (ii) exceeds the total determined under 
subparagraph (i). 
History: Cl. 26(5)(c)(ii)(A) amended by 1998, c. 19, subsec. 
249(1), applicable to dispositions that occur after April 26, 1995. 
Cl. (A) formerly read: 
(A) a capital loss or an amount that would, but for. paragraph 
40(2)(e), (e.1) or (e.2) or subsection 85(4) of the amended 
Act, be a capital loss from the disposition to a corporation 
after 1971 of the property by a person who owned the prop- 
erty before it so vested in the subsequent Owner, or 
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Cl. 26(5)(c)(ii)(A) amended by 1995, c, 21, subsec. 79(2), applica- 
ble to taxation years that end after February 21, 1994. Cl. (A) for- 
merly read: 


(A) a capital loss or an amount that would, but for paragraph 
40(2)(e) or subsection 85(4) of the amended Act, be a capital 
loss from-the disposition to.a corporation after 1971 of the 
property by a person who owned the property before it so be- 
came vested in the subsequent owner, or 


Pre-RSC History: Cl. 26(5)(c)(ii)(A) substituted by 1980-81-82- 
83, c. 140, subsec. 133(2), applicable with respect to dispositions 
occurring after November 12, 1981. Cl. 26(5)(c)(ii)(A) formerly 
read: 


(A) a capital loss or an amount that would but for subsection 
85(4) of the amended Act be a capital loss from the disposi- 
tion after 1971 of the property by a person who owned the 
property before it so became vested in the subsequent owner, 
or 


Cl. 26(5)(c)(i)(D) added by 1977-78, c. 1, subsec. 105(1), applicable 
to 1972 et seq. 


All that portion of subsec. 26(5) preceding para. (a), all that portion 
of para. 26(5)(c) preceding subpara. (i), cl. 26(5)(c)(ii)(A) substi- 
tuted, cl. 26(5)(c)(i)(C) added by 1974-75-76, c. 26, subsecs. 
131(1)-(4), applicable in respect of transactions or events occurring 
after May 6, 1974, to add “or events” in that portion of subsec. 
26(5) preceding para. (a), to add “(as determined under subsection 
(3))” in that portion of para. 26(5)(c) preceding subpara. (i). Cl. 
26(5)(c)(ii)(A) formerly read: 


(A) a capital loss from the disposition after 1971 of the prop- 
erty by a person who owned the property before it so became 
vested in the subsequent owner, or 


Para. 26(5)(c) substituted by 1973-74, c. 14, subsec. 75(2). 


Interpretation Bulletins: IT-132R2: Capital property owned on 
December 31, 1971 — non-arm’s length transactions; IT-199: Iden- 
tical properties; acquired in non-arm’s length transactions; IT-209R: 
Inter vivos gifts of capital property to individuals directly or through 
trusts; IT-268R4: Inter vivos transfer of farm property to child; IT- 
370: Trusts — capital property owned on December B1,.1971IT- 
432R2: Benefits conferred on shareholders: IT-488R2: Winding-up 
of 90%-owned taxable Canadian corporations. See also list at end of 
ITAR 26. 


Advance Tax Ruling: ATR-35: Partitioning of assets to get spe- 
cific ownership — “butterfly”. 


(5.1) Idem — For the purposes of subsection (5), an 
amalgamation (within the meaning assigned by sec- 
tion 87 of the amended Act) of two or more Cana- 
dian corporations shall be deemed to be a transaction 
between persons not dealing at arm’s length. 


(5.2) Transfer of capital property to a corpo- 
ration — For the purposes of subsection (5), where 
a taxpayer has disposed of capital property after May 
6, 1974 to a corporation in respect of which an elec- 
tion under section 85 of the amended Act was made, 
the disposition shall be deemed to be a transaction 
between persons not dealing at arm’s length. 


Pre-RSC History: Subsec. 26(5.2) added by 1974-75, c. 26, sub- 
sec. 131(5). 


(6) Reacquired property — Where a taxpayer 
has, at any time after June 18, 1971 and before 1972, 
disposed of any property owned by the taxpayer on 
that day and has, within 30 days after that time, reac- 
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quired the same property or acquired a substantially 
identical property, for the purposes of this section 


(a) the taxpayer shall be deemed to have owned 
the property so reacquired or the substantially 
identical property so acquired, as the case may 
be, on June 18, 1971 and thereafter without inter- 
ruption until the time when the taxpayer so reac- 
quired or acquired it, as the case may be; 


(b) where the property was property so reac- 
quired, its actual cost or its amortized cost on 
January 1, 1972, as the case may be, to the tax- 
payer shall be determined as if the taxpayer had 
not so disposed of and so reacquired it; and 


(c) where the property was substantially identical 
property so acquired, its actual cost or its amor- 
tized cost on January 1, 1972, as the case may be, 
to the taxpayer shall be deemed to be the amount 
that was the actual cost or the amortized cost on 
January 1, 1972, as the case may be, to the tax- 
payer of the property so disposed of by the 
taxpayer. | 


(7) Election re cost — Where, but for this subsec- 
tion, the cost to an individual of any property actu- 
ally owned by the individual on December 31, 1971 — 
would be determined under subsection (3) or (4) oth- 
erwise than because of subsection (5) and the indi- 
vidual has so elected, in prescribed manner and not 
later than the day on or before which the individual 
is required by Part I of the amended Act to file a 
return of income for the first taxation year in which 
the individual disposes of all or any part of the prop- 
erty, other than © 


(a) personal-use property of the individual that 
was not listed personal property or real property, 


(b) listed personal property, if the individual’s 
gain or loss, as the case may be, from the disposi- 
tion thereof was, because of subsection 46(1). or 
(2) of the amended Act, nil, 


(c) the individual’s principal residence, if the in- 
dividual’s gain from the disposition thereof was, 
because of paragraph 40(2)(b) of the amended 
Act, nil, 


(d) personal-use property of the individual that 
was real property (other than the individual’s 
principal residence), if the individual’s gain from 
the disposition thereof was, because of subsection 
46(1) or (2) of the amended Act, nil, or 


(e) any other property, the proceeds of disposition 
of which are equal to its fair market value on val- 
uation day, 


the cost to the individual of each capital property 
(other than depreciable property, an interest in a 
partnership or any property described in any of 
paragraphs (a) to (e) that was disposed of by the in- 
dividual before that taxation year) actually owned by 
the individual on December 31, 1971. shall be 
deemed to be its fair market value on valuation day. 
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Pre-RSC History: All that portion of subsec. 26(7) following 
para. (b) substituted by 1974-75-76, c. 26, subsec. 13.1(6). 


Subsec. 26(7) substituted by 1973-74, c. 14, subsec. 75(3). 
Selected Cases [subsec. 26(7)]: R. v. Adelman, [1998] 1 


C.T.C. 133 (FCA) (Requirement to’ elect.is mandatory, not 
directory). 


Regulations: 4700 (prescribed manner). 


Interpretation Bulletins: IT-139R: Capital property owned on 
December 31, 1971 — fair market value. See also list at end of 
ITAR 26. 


Forms: T1105: Supplementary schedule for dispositions of capital 
property acquired before 1972; T2076: Valuation Day value elec- 
tion for capital properties owned on December 31, 1971. 


(8) Identical properties — For the purposes of 
computing, at any particular time after 1971, the ad- 
justed cost base to a taxpayer of any capital property 
(other than depreciable property or an interest in a 
partnership) that was owned by the taxpayer on De- 
cember 31, 1971 and thereafter without interruption 
until the particular time, if the property was one of a 
group of identical properties owned by the raREPY eH 
on December 31, 1971, 


~ (a) section 47 of the amended Act does not ely: 
(b) where the property was an obligation, 


(i) for the purpose of paragraph (3)(a), its am- 
ortized cost to the taxpayer on January 1, 
1972 shall be deemed to be that proportion of 
the total of the amortized costs to the taxpayer 
on January 1, 1972 of all obligations of that 
-group that the principal amount of the obliga- 
tion is of the total of the principal amounts of 
all obligations of that group, and 


(ii) for the purpose of paragraph (3)(b), its fair 
market value on valuation day shall be 
deemed to be that proportion of the fair mar- 
ket value on that day of all obligations of that 
group that the principal amount of the obliga- 
tion is of the total of the principal amounts of 
all obligations of that group; 

(c) where the property was not an obligation, 
(i) for the purpose of paragraph (3)(a), its ac- 
tual cost to the taxpayer shall be deemed to be 
the quotient obtained when the total of the ac- 
tual costs to the taxpayer of all properties of 
that group is divided by the number of paps 
ties of that group, and 
(ii) for the purpose of paragraph (3)(b), its fair 
market value on valuation day shall be 
deemed to be the quotient obtained when the 
fair market value on that day of all properties 
of that group is divided by the number of 
properties of that group; 


(d) for the purpose of distinguishing any such 
property from an otherwise identical property ac- 
quired and disposed of by the taxpayer before 
1972, properties acquired by the taxpayer at any 
time shall be deemed to have been disposed of by 
the taxpayer before properties acquired by the 
taxpayer after that time; and 
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(e) for the purposes of distinguishing any such 
property from an otherwise identical property ac- 
quired by the taxpayer after 1971, properties 
owned by the taxpayer on December 31, 1971 
shall be deemed to have been disposed of by the 
taxpayer before properties acquired by the tax- 
payer at a later time. 

Pre-RSC History: Para. 26(8)(e) amended to add “(other than an 


indexed security)” by 1985, c. 45, subsec. 131(3), applicable after 
September 1983. 


Interpretation Bulletins: IT-78: Capital property owned on De- 
cember 31, 1971 — identical properties; IT-115R2: Fractional inter- 
est in shares; IT-199: Identical properties acquired in non-arm’s 
length transactions; IT-387R2: Meaning of “identical properties”. 
See also list at end of ITAR 26. 


(8.1) Idem — For the purposes of subsection (8), 
any property of a life insurance corporation that 
would, but for this subsection, be identical to any 
other property of the corporation shall be deemed not 
to be identical to that other property unless both 
properties are 


(a) included in the same segregated fund of the 
corporation; 


(b) non-segregated property used in the year in, 
or held in the course of, carrying:on a life insur- 
ance business in Canada; or 


(c) non-segregated property used in the year in, 
or held in the course of, carrying on an insurance 
business in Canada, other than a pe insurance 
business. 


Interpretation Bulletins: IT-387R2: Meaning of “identical 
properties”. See also list at end of ITAR 26. 


(8.2) Idem — For the purposes of subsection (8), 
any bond, debenture, bill, note or other similar obli- 
gation issued by a debtor is identical to any other 
such obligation issued by that debtor. if both are 
identical in respect of all rights (in equity or other- 
wise, either immediately or in the future and either 
absolutely or contingently) attaching thereto, except 
as regards the principal amount thereof. . 


Pre-RSC History: Subsecs. 26(8.1), (8.2) added by 1974-75-76, c. 
26 subsee. 1S): 


Interpretation Bulletins: IT-387R2: Meaning of 
properties”. See also list at end of ITAR 26. 


“identical 


(8.3) Idem — Where a corporation resident in Can- 
ada has, after 1971, received a stock dividend in re- 
spect of a share owned on June 18, 1971 and Decem- 
ber 31, 1971 by it or by a corporation with which it 
did not deal at arm’s length of the capital stock of a 
foreign affiliate of that corporation and the share or 
shares received as the stock dividend are identical to 
the share in respect of which the stock dividend was 
received, the share or shares received as. the stock 
dividend may, at the option of the corporation, be 
deemed for the purposes of subsection (5) to be capi- 
tal property owned by it on June 18,1971 and for the 
purposes of this subsection, paragraph, (3)(c) and 
subsection (8) to be capital property owned by. it on 
June 18, 1971 and December 31, 1971 and not to be 
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property acquired by the corporation after 1971 for 
the purposes of paragraph (8)(e). 


(8.4) [dem — Where a corporation resident in Can- 
ada has, after 1971, received a stock dividend in re- 
spect of a share acquired by it after June 18, 1971 
from a person with whom it was dealing at arm’s 
length and owned by it on December 31, 1971 of the 
capital stock of a foreign affiliate of that corporation 
and the share or shares received as the stock divi- 
dend are identical to the share in respect of which the 
stock dividend was received, the share or shares re- 
ceived as the stock dividend may, at the option of the 
corporation, be deemed for the purposes of this sub- 
section, paragraph (3)(c) and subsection (8) to be 
capital property owned by it on December 31, 1971 
and not to be property acquired by the corporation 
after 1971 for the purposes of paragraph (8)(e). 


(8.5) Amalgamation — For the purposes of sub- 
sections (8.3) and (8.4), where there has been an 
amalgamation (within the meaning of séction 87 of 
the amended Act), the new corporation shall be 
deemed to be the same corporation as, and a continu- 
ation of, each predecessor corporation. 

Pre-RSC History: Subsec. 26(8.3) substituted, subsecs. (8.4), 
(8.5) added by 1979, c. 5, s. 68, applicable to 1972 er seq. 


Subsec. 26(8.3) added by 1976-77, c. 4, subsec. 80(1), applicable to 
1972 et seq. 


(9) Cost of interest in partnership — For the 
purpose of computing, at any particular time after 
1971, the adjusted cost base to a taxpayer of an inter- 
est in a partnership of which he was a member on 
December 31, 1971 and thereafter without interrup- 
tion until the particular time, the cost to the taxpayer 
of the interest shall be deemed to be the amount that 
is neither the greatest nor the least of the following 
three amounts, namely: 


(a) its actual cost to the taxpayer as of the particu- 
lar time, 


(b) the amount determined under subsection (9.1) 
in respect of the interest as of the particular time, 
and 


(c) the amount, if any, by which the total of the 
fair market value of the interest at the particular 
time and all amounts required by subsection 
53(2) of the amended Act to be deducted in com- 
puting its adjusted cost base to the taxpayer im- 
mediately before the particular time exceeds the 
total of all amounts required by subsection 53(1) 
of the amended Act to be added in computing its 
adjusted cost base to the taxpayer immediately 
before the particular time, 


except that where two or more of the amounts deter- 
mined under paragraphs (a) to (c) in respect of the 
interest are the same amount, that amount shall be 
deemed to be its cost to the taxpayer. 

Forms: T4A-RCA Supp: Statement of amounts paid out of, under 


or in conjunction with an RCA; T2065: Determination of adjusted 
cost base of a partnership interest. 


Income Tax Application Rules 


(9.1) Determination of amount for purposes 
of subsec. (9) — For the purposes of subsection 
(9), the amount determined under this subsection in 
respect of a taxpayer’s interest in a partnership as of 
a particular time is the amount, if any, by which the 
total of 


(a) the taxpayer’s share, determined at the begin- 
ning of the first fiscal period of the partnership 
ending after 1971, of the tax equity of the part- 
nership at the particular time, 


(b) such part of any contribution of capital made 
by the taxpayer to the partnership (otherwise than 
by way of loan) before 1972 and after the begin- 
ning of the partnership’s first fiscal period ending 
after 1971, as cannot reasonably be regarded as a 
gift made to, or for the benefit of, any other mem- 
ber of the partnership who was related to the tax- 
payer, and 


(c) the amount of any consideration that became 
payable by the taxpayer after 1971 to any other 
person to acquire, after 1971, any right in respect 
of the partnership, the sole purpose of the acqui- 
sition of which was to increase the taxpayer’s in- 
terest in the partnership, 


exceeds the total of 


(d) all amounts received by the taxpayer before 
1972 and after the beginning of the partnership’s 
first fiscal period ending after 1971 as, ON ac- 
count of, in lieu of payment of or in satisfaction 
of, a distribution of the taxpayer’s share of the 
partnership profits or partnership capital, and 


(e) all amounts each of which is an amount in re- 
spect of the disposition by the taxpayer after 1971 
and before the particular time of a part of the tax- 
payer’s interest in the partnership, equal to such 
portion of the adjusted cost base to the taxpayer 
of the interest immediately before the disposition 
as may reasonably be regarded as attributable to 
the part so disposed of. 


(9.2) Where interest acquired before 1972 and 
after beginning of 1st fiscal period ending 
after 1971 — Where a taxpayer has, before 1972 
and after the beginning of the first fiscal period of a 
partnership ending after 1971, acquired an interest in 
the partnership from another person, subsection (9,1) 
applies as if, for the purposes of paragraphs (a), (b) 
and (d) thereof, the taxpayer had had in respect of 
the interest, throughout the period beginning at the 
beginning of that fiscal period and ending at the time 
the taxpayer acquired the interest, the same position 
in relation to the partnership as the taxpayer would 
have had in relation thereto if, throughout that pe- 
riod, the taxpayer had been the owner of the interest. 


(9.3) Amounts deemed to be required to be 
deducted in respect of interest in partner- 
ship — For the purpose of computing, at any partic- 
ular time after 1971, the adjusted cost base to a tax- 
payer of an interest in a partnership of which the 
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taxpayer was a member on December 31, 1971 and 
thereafter without interruption until the particular 
time, the lesser of 


(a) the amount, if any, by which 


(i) the total of all amounts in respect of the 
interest determined under paragraph (9.1)(d) 


exceeds 
(ii) the total of 


(A) the taxpayer’s share, determined at the 
beginning of the first fiscal period of. the 
partnership ending after 1971, of the tax 
equity of the partnership at the particular 
time, and 


(B) the amount in respect of the interest 
determined under paragraph (9.1)(b), and 


(b) the amount, if any, by which 


(i) the total of all amounts in respect of the 
interest determined as of the particular time 
under paragraphs (14)(e) to (g) 


exceeds 


(ii) the total of all amounts in respect of the 
interest determined as of the particular time 
under paragraphs (14)(a) to (d), 


shall be deemed to be required by subsection 53(2) 
of the amended Act to be deducted. 


(9.4) Application of section 53 of amended 
Act in respect of interest in partnership — 
For the purpose of computing, at any particular time 
after 1971, the adjusted cost base to a taxpayer of an 
interest in a partnership of which the taxpayer was.a 
member on December 31, 1971 and thereafter with- 
out interruption until the particular time, 


(a) the reference in clause 53(1)(e)(i)(B) of the 
amended Act to “relating to” shall be read as a 
reference to “relating to section 14 or to”; and 


(b) clause 53(2)(c)(i)(B) of the amended Act shall 
be read as follows: 


‘“(B) paragraphs 12(1)(0) and (z.5), 18(1)(m) 
and 20(1)(v.1), section 31, subsection 40(2), 
section 55 and subsections 69(6) and (7) of 
this Act, paragraphs 20(1)(gg) and 81(1)(@) 
and (s) of the Income Tax Act, chapter 148 
of the Revised Statutes of Canada, 1952, and 
the provisions of the Income Tax Applica- 
tion Rules relating to section 14, and” 
History: Para. 26(9.4)(b) amended by 1997, c. 25, s. 72, applicable 
for the purpose of computing the adjusted cost base of property after 
1996. Para. (b) formerly read: . 
(b) clause 53(2)(c)(i)(B) of the amended Act shall be read as 
follows: 
“(B) paragraphs 12(1)(o), 18(1)(m) and 20(1)(v.1), sec- 
tion 31, subsection 40(2), section 55 and subsections 
69(6) and (7) of this Act, paragraphs 20(1)(gg) and 
81(1)(r) and (s) of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952, and the provisions of 
the Income Tax Application Rules relating to section 14, 
and” 
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Pre-RSC History: Para. 26(9.4)(b) substituted by 1984, c. 1, s. 
107, to substitute “paragraph 69(7.1)(b)” for “paragraphs 81(1)(r) 
and (s)”, applicable to 1982 et seq. except that for the period before 
January 19, 1984, the reference to “paragraph 81(1)(r)” in para. 
26(9.4)(b), as substituted, shall be read as “paragraphs 69(7.1)(b), 
81(1)(r)”. ; 

Para. 26(9.4)(b) substituted by 1980-81-82-83, c. 140, subsec. 
133(3), applicable in determining the adjusted cost base of a part- 
nership interest after. October 28, 1980 and, where a person has 
elected before 1982 under subsec. 22(13) of 1980-81-82-83, c. 48, 
subsec. (3) is applicable in determining the adjusted cost base of a 
partnership interest disposed of by him after 1976 and before Octo- 
ber 29, 1980. Para. 26(9.4)(b) formerly read: 


(b) clause 53(2)(c)(i)(B) of the amended Act shall be read as 
follows: 


“(B) section 31, subsection 40(2), section 55 and the 
provisions of the Income Tax Application Rules, 1971 
relating to section 14”. 


(10) Where paragraph 128.1(1)(b) applies — 
Where subsection 48(3) of the amended Act, as it 
read in its application before 1993, or paragraph 
128.1(1)(b) of the amended Act applies for the pur- 
pose of determining the cost to a taxpayer of any 
property, this section does not.apply for that purpose. 
History: ITAR 26(10) amended by 1994, c. 21, s.. 118; applicable 
after 1992 except that, where a corporation elects in accordance 
with para. 111(4)(a) of 1994, c. 21 (see subsec. 250(5.1)), the 
amended subsec. applies to the corporation from the time the corpo- 
ration was first granted articles of continuation (or similar constitu- 
tional documents) in any jurisdiction. That subsec. formerly read: 


(10) Where subsec. 48(3) applies — Where subsection 
48(3) of the amended Act applies for the purpose of deter- 
mining the cost to a taxpayer of any property, this section 
does not apply for that purpose. 


(11) Fair market value of publicly-traded se- 
curities — For the purposes of this section, the fair 
market value on valuation day of any property pre- 
scribed to be a publicly-traded share or security shall 
be deemed to be the greater of the amount, if any, 
prescribed in respect of that property and the fair 
market value of that property, otherwise determined, 
on valuation day. 

Regulations: 4400 (prescribed property); Sch. VII (list of fair 
market values of publicly-traded securities). 


Interpretation Bulletins: IT-84: Capital property owned on De- 
cember 31, 1971 — Median rule (Tax-free zone). See also list at 
end of ITAR 26. 


Information Circulars: 72-25R4: Business equity valuations. 


(11.1) Fair market value of share of foreign af- 
filiate — For the purposes of computing the fair 
market value 

(a) on December 31, 1971, or 


(b) at any subsequent time for the purposes of 
subsection (4), 
of any shares owned by a taxpayer resident in Can- 
ada of the capital stock of a foreign affiliate of the 
taxpayer, the fair market value at that time of any 
asset owned by the foreign affiliate at that time 
(c) that was subsequently acquired by the tax- 
payer from the foreign affiliate 


(i) as a dividend payable in kind, 
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(ii) as a benefit the amount of which was 
deemed by paragraph 80.1(4)(b) of the 
amended Act to have been received by the 
taxpayer as a dividend from the foreign affili- 
ate, or 


(iii) as consideration for the settlement or ex- 
tinguishment of an obligation described in 
subsection 80.1(5) of the amended Act, and 


(d) in respect of which subsection 80.1(4) or (5), 
as the case may be, of the amended Act applies 
because of an election described in that subsec- 
tion made by the taxpayer, 


shall be deemed to be the principal amount of that 
asset. 


(11.2) Idem — For the purposes of computing the 
fair market value on December 31, 1971 of any 
shares owned by a taxpayer resident in Canada of the 
capital stock of a foreign affiliate of the taxpayer, the 
fair market value on that day of any asset owned by 
the foreign affiliate on that day 


(a) that was subsequently acquired by the tax- 
payer from the foreign affiliate as described in 
paragraph 80.1(6)(a) or (b) of the amended Act, 
and 


(b) in respect of which subsection 80.1(1) of the 
amended Act applies because of an election de- 
scribed in subsection 80.1(6) of that Act made by 
the taxpayer, 


Shall be deemed to be the principal amount of that 
asset. 


Pre-RSC History: Subsecs. 26(11.1), (11.2) added by 1973-74, c. 
14, subsec. 75(4). 


(12) Definitions — In this section, 


“amortized cost” to a taxpayer of any obligation on 
January 1, 1972 means 


(a) the principal amount of the obligation, if its 
actual cost to the taxpayer was less thari- 100% 
but not less than 95% of that principal amount 
and the obligation was issued before November 
8, 1969, 


(b) the actual cost to the taxpayer of the obliga- 
tion, if the actual cost to the taxpayer thereof was 
less than 105% but not less than 100% of the 
principal amount thereof, and 


(c) in any other case, the actual cost to the tax- 
payer of the obligation, plus that proportion of 
the discount or minus that proportion of the pre- 
mium, as the case may be, in respect thereof that 


(i) the number of full months in the period 
commencing with the day the taxpayer last ac- 
quired the obligation and ending with valua- 
tion day, 


is of 


(ii) the number of full months in the period 
commencing with the day the taxpayer last ac- 
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quired the obligation and ending with the date 
of its maturity; 
Pre-RSC History: The definition “amortized cost” was para. 
26(12)(a). 


Interpretation Bulletins: IT-319: Cost of obligations owned on 
December 31, 1971. See also list. at end of ITAR 26. 


“capital property” of a taxpayer means any depre- 
ciable property of the taxpayer, and any property 
(other than depreciable property) any gain or loss 
from the disposition of which would, if the property 
were disposed of after 1971, be a capital gain or a 
capital loss, as the case may be, of the taxpayer; 


Pre-RSC History: The definition “capital property” was para. 
26(12)(b). 


“discount” in respect of any obligation owned by a 
taxpayer means the amount, if any, by which the 
principal amount thereof exceeds its actual cost to 
the taxpayer determined without reference to subsec- 
tion (3); ; 

Pre-RSC History: The definition “discount” was para. 26(12)(c). 


“eligible capital property” of a taxpayer means any 
property, '/2 of any amount payable to the taxpayer as 

consideration for the disposition of which would, if 
the property were disposed of after 1971, be an eligi-- 
ble capital amount in respect of a business within the 
meaning assigned by. subsection 14(1) of the 

amended Act; 

Pre-RSC History: The definition “eligible capital property” was 
para. 26(12)(d). 


“obligation”? means a bond, debenture, bill, note, 
mortgage or agreement of sale; 


Pre-RSC History: The definition “obligation” was para. 
26(12)(e). 


“premium” in respect of any obligation owned by a 
taxpayer means the amount, if any, by which its ac- 
tual cost to the taxpayer determined without refer- 
ence to subsection (3) exceeds the principal amount 
thereof; 


Pre-RSC History: The definition “premium” was para. 26(12)(f). 


“tax equity” of a partnership at any particular time 
means the amount, if any, by which the total of 
amounts each of which is 


(a) the amount of any money of the partnership 
on hand at the beginning of its first fiscal period 
ending after 1971, . 


(b) the cost amount to the partnership, at the be- 
ginning of that fiscal period, of any partnership 
property other than capital property or eligible 
Capital property, 


(Cc) an amount in respect of any property (other 
than depreciable property) that was, at the begin- 
ning of that fiscal period, capital property of the 
partnership, equal to, 


(1) where the property was disposed of before 
1972, the proceeds of disposition thereof, 
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(ii) where the property was disposed of after 
1971 and before the particular time, the 
amount determined under this section to be its 
cost to the partnership for the purposes of 
computing its adjusted cost base to the part- 
nership immediately before it was disposed 
of, and 


(iii) in any other case, the amount determined 
under this section to be its cost to the partner- 
ship for the purposes of computing its ad- 
justed cost base to the partnership immedi- 
ately before the particular time, . 


(d) an amount in respect of any prescribed class 
of depreciable property of the partnership, equal 
to the amount, if any, by which the total of the 
undepreciated capital cost to the partnership of 
property of that class as of January 1, 1972 ex- 
ceeds the capital cost to the partnership of prop- 
erty of that class acquired by it after the begin- 
ning of that fiscal period and before 1972, 


(e) an amount in respect of any other depreciable 
property of the partnership at the beginning of 
that fiscal period, equal to the amount by which 


(i) the actual cost of the property to the part- 
nership, or the amount at which the partner- 
ship was deemed to have acquired the prop- 
erty under subsection 20(6) of the Act as it 
read in its application to the 1971 taxation 
year, as the case may be, 


exceeds 


(ii) the total of all amounts in respect of the 
cost of the property that were allowed under 
paragraph 11(1)(a) of the Act as it read in 
computing the income from the partnership of 
the members thereof for taxation years ending 
before 1972, 


(f) an amount in respect of any property that was, 
at the beginning of that fiscal period, partnership 
property that was depreciable property, equal to 


(i) where the property was disposed of before 
1972, the proceeds of disposition thereof mi- 
nus the amount, if any, by which the lesser of 


(A) the proceeds of disposition thereof, 
and 


(B) the capital cost of the property, 
exceeds 


(C):in respect of depreciable property of a 
prescribed class, the undepreciated capital 
cost of all of the property of that class at 
the time of the disposition, or 


(D) in respect of any other depreciable 
property, the amount that would be deter- 
mined under paragraph (e) if the words “at 
the beginning of that fiscal period” were 
read as “at the time of the disposition”, 
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(ii) where the property was disposed of after 
1971 and before the particular time, the 
amount, if any, by which the lesser of 


(A) the proceeds of disposition thereof, 
and 


(B) the fair market value of the property on 
valuation day, 


exceeds the capital cost to the partnership. of 
the property, and 


(iii) in any other case, the amount, if any, by 
which | 


(A) the lesser of the fair market value of 
the property on valuation day and its fair 
market value at the particular time 


exceeds 


(B) the capital cost to the partnership of 
the property, or 


(g) an amount in respect of any business carried 
on by the partnership in its 1971 fiscal period and 
thereafter without interruption until the particular 
time, equal to the amount, if any, by which 


(i) 2 times the eligible capital amounts (within 
the meaning assigned by section 14 of the 
amended Act) in respect of the business (com- 
puted without reference to section 21 of this 
Act) that would have become payable to the 
partnership 


would exceed 


(ii) the amount that would be deemed by sub- 
section 21(1) to be the.amount that had be- 
come payable to the partnership 


if the partnership had disposed of the business at 
the particular time for an amount equal to its fair 
market value at that time, 


exceeds the total of all amounts each of which is the 
amount of any debt owing by the partnership, or any 
other obligation of the partnership to pay an amount, 
that was outstanding at the beginning of the partner- 
ship’s first fiscal period ending after 1971, minus 
such part, if any, thereof as would, if the amount had 
been paid by the partnership in that fiscal period, 
have been deductible in computing its income for 
that fiscal period. 

Pre-RSC History: The definition “tax equity” was para. 
26(12)(g). 

Subpara, 26(12)(g)(iv-1) added, all that portion of subpara. 
26(12)(g)(v) preceding clause (B) substituted by 1974-75-76, c. 26, 
subsecs, 131(8), (9). 


Subpara. 26(12)(g)(vi) substituted by 1973-74, c. 14, subsec.:75(5). 


(13) Meaning of “actual cost” — For the pur- 
poses of this section, the “actual cost” to a person of 
any property means, except as expressly otherwise 
provided in this section, the amount, if any, by which 


(a) its cost to the person computed without regard 
to the provisions of this section 
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exceeds 


(b) such part of that cost as was deductible in 
computing the person’s income for any taxation 
year ending before 1972. 


Pre-RSC History: Subsec. 26(13) substituted by 1973-74, c. 14, 
subsec. 75(6). ; 


Interpretation Bulletins: IT-93: Capital property owned on De- 
cember 31, 1971 — meaning of actual cost and amortized cost. See 
also list at end of ITAR 26. Ci 


(14) Idem — For the purposes of this section, the 
“actual cost” to a taxpayer, as of any particular time 
after 1971, of an interest in a partnership of which 
the taxpayer was a member on December 31, 1971 
and thereafter without interruption until the particu- 
lar time means the amount, if any, by which the total 
of 


(a) the cost to the taxpayer of the interest, com- 
puted as of the particular time without regard to 
the provisions of this section, 


(b) the total of all amounts each of which is an 
amount in respect of a fiscal period’ of the part- 
nership that ended before 1972, equal to the total 
of 


(i) the amount that the taxpayer’s income 
from the partnership for the taxation year of 
the taxpayer in which the period ended would 
have been, if the former Act had been read 
without reference to subsection 83(5) of that 
Act, and 


(11) the taxpayer’s share, determined at the end 
of the period, of all profits made from disposi- 
tions in the period of capital assets. that were 
partnership property of the partnership, to. the 
extent that those profits were not included in 
computing the income or loss, as the case may 
be, from the partnership, of any member 
thereof, ; 


(c) where the taxpayer had, before. 1972, made.a 
contribution of capital to the partnership other- 
wise than by way of loan, such part of the contri- 
bution as cannot reasonably be regarded as a gift 
made to, or for the benefit of, any other member 
of the partnership who was related to the tax- 
payer, and 


(d) where, by means of the partnership, the tax- 
payer carried on before 1972 a business that was 
a profession, the amount that the taxpayer’s 1971 
receivables (within the meaning assigned by sub- 
section 23(5)) in respect of the business would 
have been if, before 1972, the taxpayer had car- 
ried on no businesses except by means of the 
partnership, 


exceeds the total of 


(e) all amounts each of which is an amount in re- 
spect of the disposition by the taxpayer before the 
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particular time of a part of the taxpayer’s interest 
in the partnership, equal to such portion Of, 


(i) where the disposition was made before 
1972, the actual cost, to the taxpayer of the in- 
terest, and Silk 


(i1) in any other case, the adjusted cost base to 
the taxpayer of the interest immediately 
before the disposition, 


as can reasonably be regarded as attributable to 
the part so disposed of, 


(f) all amounts each of Which is an amount in re- 
spect of a fiscal period of the partnership that en- 
ded before 1972, equal to the total of 


(i) the amount that would have been the tax- 
payer’s loss from the partnership for the taxa- 
tion year of the taxpayer in which the period 
ended if the former Act had been read without 
reference to subsection 83(5) of that Act, 


(ii) the taxpayers’ share, determined at the end 
of the period, of all losses sustained from dis- 
positions in the period of capital assets that 
were partnership property of the partnership, 
to the extent that those losses were not in- 
cluded in computing the loss or income, as the - 
case may be, from the partnership, of any 
member thereof, and 


(iil) the taxpayer’s share, determined, at the 
end of the period, of such of the drilling and 
exploration expenses, including all general ge- 
ological and geophysical expenses incurred by 
the: partnership while the taxpayer was a 
member thereof; on or in respect of exploring 
or drilling for petroleum or natural gas in Can- 
ada as were incurred in the period and after 
1948, tothe extent that those’ expenses were 
not deducted in computing the taxpayer’s in- 
come from the partnership for the taxpayer’s 
1971 or any preceding taxation year, and 


(g) all amounts received by the taxpayer. before 
1972 as, on account of, in lieu of payment of or 
in satisfaction of, a distribution of the taxpayer’s 
share of the partnership profits or partnership 
capital. 


(15) Idem — For the purposes of this section and 
subsection 88(2.1) of the amended Act, the “actual 
cost” to a taxpayer, as of any particular time after 
1971, of any shares (in this subsection referred to as 
“new shares’’) of any class of the capital stock of a 
new corporation formed as a result of an amalgama- 
tion of two or more corporations (within the meaning 
of section 85I of. the former Act as it read in its ap- 
plication to the 1971 taxation’ year) that, were 


(a) owned. by the taxpayer on December 31, 
1971, and thereafter without.interruption until the 
particular time, and ) 


(b) acquired by the taxpayer by the conversion, 
because of the amalgamation, of shares of the 
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capital stock of a predecessor corporation into 
shares of the capital stock of the new corporation, 


means that proportion of the actual cost to the tax- 
payer of any shares owned by the taxpayer that were 
so converted because of the amalgamation that the 
fair market value, immediately after the amalgama- 
tion, of the new shares of that class so acquired by 
the taxpayer is of the fair market value, immediately 
after the amalgamation, of all of the shares of the 
capital stock of the new corporation so acquired by 
the taxpayer. 

Pre-RSC History: All that portion of subsec. 26(15) preceding 
para. (a) substituted by 1977-78, c. 1, subsec. 105(2), applicable af- 
ter December 31, 1978, to add “and subsection 88(2.1) of the 
amended Act”. 


(16) Idem — For the purposes of this section, the 
“actual cost” to an individual, as of any particular 
time after 1971, of any share of the capital stock of a 
corporation that was 


(a) owned by the individual on December 31, 
1971 and thereafter without interruption until the 
particular time, and 


(b) acquired by the individual in a taxation year 
before 1972 under an agreement referred to in 
subsection 85A(1) of the former Act as it read in 
its application to that taxation year, 


means an amount equal to the greater of 


(c) the actual cost to the individual of the share 
computed without regard to this subsection, and 


(d) the fair market value of the share at the time 
the individual so acquired it. 


(17) Ildem — For the purposes of this section and 
subsection 88(2.1) of the amended Act, the “actual 
cost” to a taxpayer, as of any particular time after 
1971, of any capital property received by the tax- 
payer before 1972 and owned by the taxpayer there- 
after without interruption until the particular time 
means, 


(a) where the property was so-received as, on ac- 
count of, in lieu of payment of or in satisfaction 
of, a dividend payable in kind (other than a stock 
dividend) in respect of a share owned by the tax- 
payer of the capital stock of a corporation, the 
fair market value of that property at the time the 
property was so received; 


(b) where the property so received was a share of 
the capital stock of a corporation received by the 
taxpayer as a stock dividend, the amount that, be- 
cause of the receipt of the share, was deemed by. 
subsection 81(3) of the former Act to have been 
received by the taxpayer as a dividend; and 


(c) where the property was so received from a 
pension fund or plan, an employees profit sharing 
plan, a retirement savings plan, a deferred profit 
sharing plan or a supplementary unemployment 
benefit plan, the fair market value of that prop- 
erty at the time the property was so received. 


ITAR 
S. 26(18) 


Pre-RSC History: All that portion of subsec. 26(17) preceding 
para. (a) substituted by 1977-78, c. 1, subsec. 105(3), applicable af- 
ter December 31, 1978, to add “and subsection 88(2.1) of the 
amended Act”. | 


Para. 26(17)(c) added by 1974-75-76, c. 26, subsec. 131(10). 


(17.1) Application — Where a taxpayer is deemed 
to have acquired a property because of subsection 
138(11.3) of the amended Act, this section does not 
apply in respect of any subsequent disposition or 
deemed disposition of the property. 

Pre-RSC History: Subsec. 26(17.1) added by 1980-81-82-83, c. 


140, subsec. 133(4), applicable to taxation years commencing after 
November 12, 1981. 


Interpretation Bulletins: IT-88R2: Stock dividends. See also list 
at end of ITAR 26. 


(18) Transfer of farm land by a farmer to [the 
farmer’s] child at death — Where 


(a) a taxpayer owned, on December 31, 1971 and 
thereafter without interruption until the tax- 
payer’s death, any land referred to in subsection 
70(9) of the amended Act, 


(b). the land has, on or after the death of the tax- 
payer and as a consequence thereof, been trans- 
ferred or distributed to a child of the taxpayer 
who was resident in Canada immediately before 
the death of the taxpayer, and 


(c) it can be shown, within the period ending 36 
months after the death of the taxpayer or, where 
written application therefor has been made to the 
Minister by the legal representative of the tax- 
payer within that period, within such longer pe- 
riod as the Minister considers reasonable in the 
circumstances, that the land has become vested 
indefeasibly in the child, 


the following rules apply: 


(d) paragraph 70(9)(b) of the amended Act does 
not apply for the purpose of determining the cost 
to the child of the land or part thereof, as the case 
may be, and 


(e) subsection (5) applies in respect of the trans- 
fer or distribution of the land to the child as if the 
references in that subsection to “June 18, 1971” 
were references to “December 31, 1971”. 


Pre-RSC History: Para. 26(18)(c) substituted by 1985, c. 45, 
subsec. 131(4), applicable 


(a) with respect to deaths occurring after 1984; and 


(b) with respect to any property of a taxpayer who died after 
1981 and before 1985 if the taxpayer’s legal representative and 
each person to whom any interest in the property is transferred 
or distributed as a consequence of the death of the taxpayer 
jointly elect to have this paragraph apply by notifying the Min- 
ister of National Revenue in writing on or before the day that is 
9() days after October 29, 1985. 

Para. 26(18)(c) formerly read: 
(c) the land can, within 15 months after the death of the tax- 
payer or such longer period as is reasonable in the circum- 
stances, be established to have become vested indefeasibly in 
the child not later than 15 months after the death of the 
taxpayer, 
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Para. 26(18)(c) substituted by 1976-77, c. 4, subsec. 80(3), applica- 
ble to 1972 et seq. 


Interpretation Bulletins: IT-349R3: Intergenerational transfers 
of farm property on death; IT-449R: Meaning of “vested indefeasi- 
bly”. See also list at end of ITAR 26. 


(19) Inter vivos transfer of farm land by a 
farmer to child — Where a taxpayer owned. on 
December 31, 1971, and thereafter without interrup- 
tion until a transfer thereof by the taxpayer to the 
taxpayer’s child, in circumstances to which subsec- 
tion 73(3) of the amended Act applies, land referred 
to in that subsection, 


(a) paragraph 73(3)(d) of the amended Act does 
not apply for the purpose of determining the cost 
to the child of the land; and 


(b) subsection (5) shall apply in respect of the 
transfer of the land to the child as if the tefer- 
ences in that subsection to “June 18, 1971” were 
references to “December 31, 1971”. 


Interpretation Bulletins: IT-268R4: Inter vivos transfer of farm 
property to child. See also list at end of ITAR 26. 


(20) Extended meaning of “child” — For the 
purposes of subsections (18) and (19), “child” of a 
taxpayer includes 


(a) a child of the taxpayer’s child; 
(b) a child of the taxpayer’s child’s child; and 


(c) a person who, at any time before attaining the 
age of 21 years, was wholly dependent on the 
taxpayer for support and of whom the taxpayer 
had, at that time, in law or in fact, the custody 
and control. 
Related Provisions: ITA 70(10) — Extended meaning of 
“child”. 


Pre-RSC History: Subsec. 26(20) substituted by 1984, c..45, s. 
97, applicable with respect to transfers or distributions of property 
occurring after 1983. Subsec. 26(20) formerly read: 


(20) Extended meaning of “child” — For the purposes of 
subsections (18) and (19), “child” of a taxpayer includes a 
child of his child and a child of his child’s child. 


Subsecs. 26(15)-(20) added by 1973-74, c. 14, subsec. 75(7). 


(21) Shares received on amalgamation — 
Where, after May 6, 1974, there has been an amalga- 
mation (within the meaning assigned by section 87 
of the amended Act) of two or more corporations 
(each of which is in this subsection referred to as a 
“predecessor corporation’’) to form one corporate en- 
tity (in this subsection referred to as the “new corpo- 
ration”), and 


(a) any shareholder (except any predecessor cor- 
poration) owned shares of the capital stock of a 
predecessor corporation on December 31, 1971 
and thereafter without interruption until immedi- 
ately before the amalgamation, 


(b) any shares referred to in paragraph (a) were 
shares of one class of the capital stock of a prede- 
cessor corporation (in this subsection referred to 
as the “old shares’), 
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(c) no consideration was received by the share- 
holder for the disposition of the old shares on the 
amalgamation other than shares of one class of 
the capital stock of the new corporation (in this 
subsection referred to as the “new shares’’), and 


(c.1) the cost of the new shares received by the 
shareholder because of the amalgamation was de- 
termined otherwise than because of paragraph 
87(4)(e) of the amended Act, 


notwithstanding any other provision of this Act or of 
the amended Act, for the purposes of subsection 
88(2.1) of the amended Act and of determining the 
cost to the taxpayer and the adjusted cost base to the 
taxpayer of the new shares, 


(d) the property that was the old shares shall be 
deemed not.to have been disposed of by the 
shareholder because of the amalgamation but to 
have been altered, in form only, because of the 
amalgamation and to have continued in existence 
in the form of the new shares, and 


(e) the property that is the new shares shall be 
deemed not to have been acquired by the share- 
holder because of the amalgamation but to have 
been in existence prior thereto in the form of the 
old shares that were altered, in form only, be- 
cause of the amalgamation. 


Pre-RSC History: Para. 26(21)(c) substituted, para. 26(21)(c.1) 
added by 1980-81-82-83, c. 48, subsec. 116(1), applicable with re- 
spect to transactions occurring after December 11, 1979. Para. 
26(21)(c) formerly read: 


(c) no consideration was received by the shareholder for the 
disposition of the old shares on the amalgamation other than 
shares of one class of the capital stock of the new corporation 
(in this paragraph referred to as the “new shares’). 


All that portion of subsec. 26(21) following para. (c) and preceding 
para. (d) substituted by 1977-78, c. 1, subsec. 105(4), to substitute 
“subsection 88(2.1)” for “subparagraphs 89(1)(1)(ii) and (xiv), ap- 
plicable after December 31, 1978. 


Subsec. 26(21) substituted by. 1974-75-76, c. 26, subsec. 131(11). 
Subsec. 26(21), as it read before March 13, 1975, is repealed in re- 
spect of amalgamations occurring after May 6, 1974 and subsec. 
26(21), as enacted by subsec. 131(11), is applicable in respect of 
amalgamations occurring after that date. Subsec. 26(21) formerly 
read: 


(21) Where, after January 31, 1973, there has been an amal- 
gamation (within the meaning assigned by section 87 of the 
amended, Act) of two. or more corporations (each of. which 
corporations is in this subsection referred to as a “predecessor 
corporation”) to form one corporate entity (in this subsection 
referred to as the “new corporation”), notwithstanding any 
other provision of these Rules or of the amended Act, the fol- 
lowing rules apply in respect of each shareholder (except any 
predecessor corporation) who owned shares of the capital 
stock of a predecessor corporation on December 31, 1971 and 
thereafter without interruption until immediately before the 
amalgamation: 
(a) where any such shares were preferred shares of one 
class of the capital stock of a predecessor corporation (in 
this paragraph referred to as the “old preferred shares”) 
and no consideration was received by the shareholder for 
the disposition of the old preferred shares on the amalga- 
mation other than preferred-shares of one class of the 
capital stock of the new corporation (in this paragraph re- 
ferred to as the “new preferred shares”) having substan- 
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tially the same rights and conditions attaching thereto 
(determined without regard to any voting rights attaching 
to any shares) as attached to the old preferred shares so 
disposed of by him, for the purposes of subparagraphs 
89(1)(1)Gi) and (vil) of the amended Act and of determin- 
ing the cost to the shareholder and the adjusted cost base 
to the shareholder of the new preferred shares, 


(1) the property that was the old preferred shares shall 
be deemed not to have been disposed of by the share- 
holder by virtue of the amalgamation but to have 
been altered, in form only, by virtue thereof and to 
have continued in existence in the form of the new 
preferred shares, and 


(11) the property that is the new preferred shares shall 
be deemed not to have been acquired by the share- 
holder by virtue of the amalgamation, but to have 
been in existence prior thereto in the form of the old 
preferred shares that were altered, in form only, by 
virtue of the amalgamation; and 
(b) where any such shares were common shares of one 
class of the capital stock of a predecessor corporation (in 
this paragraph referred to as the “old common shares”) 
and no consideration was received by the shareholder for 
the disposition of the old common shares on the amalga- 
mation other than common shares of one class of the new 
corporation (in this paragraph referred to as the: “new 
common shares’’), and the cost to him of the new com- 
mon shares would, but for this paragraph, be determined 
under subparagraph 87(4)(b)(v) of the amended Act, for 
the purposes of subparagraphs 89(1)(1)(i) and (vii) of the 
amended Act and of determining the cost to the share- 
holder and the adjusted cost base to the shareholder of 
the new common shares, 
(i) the property that was the old common shares shall 
be deemed not to have been disposed of by the share- 
holder by virtue of the amalgamation but to have 
been altered, in form only, by virtue thereof and to 
have continued in existence in the form of the new 
common shares, and 


(ii) the property that is the new common shares shall 
be deemed not to have been acquired by the share- 
holder by virtue of the amalgamation, but to have 
been in existence prior thereto in the form of the old 
common shares that were altered, in form only, by 
virtue of the amalgamation. 


Subsec. 26(21) added by 1973-74, c. 30, s. 28. 


(22). Options received on amalgamations — 
Where, after May 6, 1974, there has been an amalga- 
mation (within the meaning assigned by section 87 
of the amended Act) of two or more corporations 
(each of which is in this subsection referred to as a 
“predecessor corporation’) to form one corporate en- 
tity (in this subsection referred to as the “new corpo- 
ration”) and a taxpayer has acquired an option to ac- 
quire capital property that was shares of the capital 
stock of the new corporation (in this subsection re- 
ferred to as the “new option”) as sole consideration 
for the disposition on the amalgamation of an option 
to acquire shares of the capital stock of a predecessor 
corporation (in this subsection referred to as the “old 
option”) owned by the taxpayer on December 31, 
1971 and thereafter without interruption until imme- 
diately before the amalgamation, notwithstanding 
any other provision of this Act or of the amended 
Act, for the purposes of subsection 88(2.1) of the 
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amended Act and of determining the cost to the tax- 
payer and the adjusted cost base to the taxpayer of 
the new option, 


(a) the property that was the old option shall be 
deemed not to have been disposed of by the tax- 
payer because of the amalgamation but to have 
been altered, in form only, because of the amal- 
gamation and to have continued in existence in 
the form of the new option; and 


(b) the property that is the new option shall be 
deemed not to have been acquired by the tax- 
payer because of the amalgamation but to have 
been in existence prior thereto in the form of the 
old option that was altered, in form only, because 
of the amalgamation. 
Pre-RSC History: All that portion of subsec. 26(22) preceding 
para. (a) substituted by 1977-78, c. 1, subsec. 105(5), to substitute 
“subsection 88(2.1)” for “subparagraphs 89(1)(1)(ii) and (xiv)”, ap- 
plicable after December 31, 1978. 


Subsec. 26(22) added by 1974-75-76, c. 26, subsec. 131(11). 


(23) Obligations received on amalgama- 
tions — Where, after May 6, 1974, there has been 
an amalgamation (within the meaning assigned by 
section 87 of the amended Act) of two or more cor- 
porations (each of which is in this subsection re- 
ferred to as a “predecessor corporation”) to form one 
corporate entity (in this subsection referred to as the 
“new corporation”) and a taxpayer has acquired a 
capital property that was a bond, debenture, note, 
mortgage or other similar obligation of the new cor- 
poration (in this subsection referred to as the “new 
obligation”) as sole consideration for the disposition 
on the amalgamation of a bond, debenture, note, 
mortgage or other similar obligation respectively of 
a predecessor corporation (in this subsection referred 
to as the “old obligation”) owned by the taxpayer on 
December 31, 1971 and thereafter without interrup- 
tion until immediately before the amalgamation, not- 
withstanding any other provision of this Act or of the 
amended Act, for the purposes of subsection 88(2.1) 
of the amended Act and of determining the cost to 
the taxpayer and the adjusted cost base to the tax- 
payer of the new obligation, 


(a) the property that was the old obligation shall 
be deemed not to have been disposed of by the 
taxpayer because of the amalgamation but to 
have been altered, in form only, because of the 
amalgamation and to have continued in existence 
in the form of the new obligation; and 


(b) the property that is the new obligation shall be 
deemed not to have been acquired by the tax- 
payer because of the amalgamation but to have 
been in existence prior thereto in the form of the 
old obligation that was altered, in form only, be- 
cause of the amalgamation. 


Pre-RSC History: All that portion of subsec. 26(23) preceding 
para. (a) substituted by 1977-78, c. 1, subsec. 105(6), to substitute 


” 


“subsection 88(2.1)” for “subparagraphs 89(1)(1)(i) and (xiv)”, ap- 
plicable after December 31, 1978. 


Subsec. 26(23) added by 1974-75-76, c. 26, subsec. 131(11). 


1881 


ITAR 
S. 26(24) 


(24) Convertible properties — Where there has 
been an exchange to which subsection 51(1) of the 
amended Act applies on which a taxpayer has ac- 
quired shares of one class of the capital stock of a 
corporation (in this subsection referred to as the 
“new shares’) in exchange for a share, bond, deben- 
ture or note of the corporation (in this subsection re- 
ferred to as the “old property”) owned by the tax- 
payer on December 31,.1971 and thereafter without 
interruption until immediately before the time of the 
exchange, notwithstanding any other provision of 
this Act or of the amended Act, for the purposes of 
subsection 88(2.1) of the amended Act and, where 
the exchange occurred after May 6, 1974, for the 
purposes of determining the cost to the taxpayer and 
the adjusted cost base to the taxpayer of the new 
shares, 


(a) the property that was the old property shall be 
deemed not to have been disposed of by the tax- 
payer because of the exchange but to have been 
altered, in form only, because of the exchange 
and to have continued in existence in the form of 
the new shares; and 


(b) the property that is the new shares shall be 
deemed not to have been acquired by the tax- 
payer because of the exchange but to have been 
in existence prior thereto in the form of the old 
property that was altered, in form only, because 
of the exchange. 
Pre-RSC History: All that portion of subsec.. 26(24) preceding 
para. (a) substituted by 1980-81-82-83, c. 48, subsec. 116(2), appli- 
cable with respect to transactions occurring after December 11, 
1979, to substitute “subsection 51(1)” for “section 51” and 
“whereby” for “on which”. 
All that portion of subsec. 26(24) preceding para. (a) substituted by 
1977-78, c. 1, subsec. 105(7), to substitute “subsection 88(2.1)” for 
_ “subparagraphs 89(1)(1)(@i) and (xiv)”, applicable after December 
31, 1978. 


Subsec. 26(24) added by 1974-75-76, c. 26, subsec. 131(11). 


Interpretation Bulletins: [T-146R3: Shares entitling sharehold- 
ers to choose taxable or other kinds of dividends; IT-474R: Amalga- 
mations of Canadian corporations. See also list at end of ITAR 26. 


(25) Bond conversion — Where, after May 6; 
1974, there has been an exchange to which section 
51.1 of the amended Act applies on which a taxpayer 
has acquired a bond of a debtor (in this subsection 
referred to as the “new bond”) in exchange for an- 
other bond. of the same debtor (in this subsection re- 
ferred to as the “old bond’) owned by the taxpayer 
on December 31, 1971 and thereafter without inter- 
ruption until immediately before the exchange, not- 
withstanding any other provision of this Act or of the 
amended Act, for the purposes of subsection 88(2.1) 
of the amended Act and of determining the cost to 
the taxpayer and the adjusted cost base to the tax- 
payer of the new bond, 


(a) the property that was the old bond shall be 
deemed not to have been disposed of by the tax- 
payer because of the exchange but to have been 
altered, in form only, because of the exchange 
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and to have continued in existence in iis form of 
the new bond; and 


(b) the property that is the new bond shall be 
deemed not to have been acquired by the tax- 
payer because of the exchange but to have been 
in existence prior thereto in the form of the old 
bond that was altered, in form only, because of 
the exchange. 

Pre-RSC History: The opening words of subsec. 26(25) amended 

by 1998, c. 19, subsec. 249(2), applicable to exchanges that occur 

after October 1994. The opening words formerly read: 
(25) Bond conversion — Where, after May 6, 1974, there 
has been an exchange to which section 77 of the amended Act 
applies on which a taxpayer has acquired a bond of a debtor 
(in this subsection referred to as the “new bond’) in exchange 
for another bond of the same debtor (in this subsection re- 
ferred to as the “old bond”) owned by the taxpayer on De- 
cember 31, 1971 and thereafter-without interruption until im- 
mediately before the exchange, notwithstanding any other 
provision of this Act or,of the amended Act, for the purposes 
of subsection 88(2.1) of the amended Act and of determining 
the cost to the taxpayer and the adjusted cost base to the tax- 
payer of the new bond, 


All that portion of subsec. 26(25) preceding para. (a) substituted by 
1977-78, c. 1, subsec. 105(8), to substitute “subsection 88(2.1)” for 
“subparagraphs SO) and (xiv)”, applicable after December 
31, 1978. 


Subsec. 26(25) added by 1974-75-76, c. 26, subsec. 131(11). 


(26) Share for share exchange — Where, after 
May 6, 1974, there has been an exchange to which 
subsection 85.1(1) of the amended Act applies on 
which a taxpayer has acquired shares of any particu- 
lar class of the capital stock of a corporation (in this 
subsection referred to as the “new shares”) in ex- 
change for shares of any particular class of the capi- 
tal stock of another corporation (in this subsection 
referred to as the “old shares”) owned by the tax- 
payer on December 31, 1971 and thereafter without 
interruption until immediately before the exchange, 
notwithstanding any other provision of this Act or of 
the amended Act, for the purposes of subsection 
88(2.1) of the amended Act and of determining the 
cost to the taxpayer and the adjusted cost base to the 
taxpayer of the new shares, 


(a) the property that was the old shares shall be 
deemed not to have been disposed of by the tax- 
payer because of the exchange but to have been 
altered, in form only, because of the exchange 
and to have continued in existence in the form of 
the new shares; and 


(b) the property that is the new shares shall be 
deemed not to have been acquired by the tax- 
payer because of the exchange but to have been 
in existence prior thereto in the form of the old 
shares that were altered,-in form only, because of 
the exchange. 

Pre-RSC History: All that portion of subsec. 26(26) sieoéiaing 

para. (a) substituted by 1977-78, c. 1, subsec. 105(9); to substitute 

“subsection 88(2.1)” for “subparagraphs 89(1)(1)Gi) and (xivy”, ap- 

plicable after December 31, 1978. 

Subsec. 26(26) added by 1974-75-76, c. 26, subsec. 131(11). 


Interpretation Bulletins: IT-450R: Share for share exchange. 
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(27) Reorganization of capital — Where, after 
May 6, 1974, there has been a reorganization of the 
capital of a corporation to which section 86 of the 
amended Act applies on which a taxpayer has ac- 
quired shares of a particular class of the capital stock 
of the corporation (in this subsection referred to as 
the “new shares’) as the sole consideration for the 
disposition on the reorganization of shares of another 
class of the capital stock of the corporation (in this 
subsection referred to as the “old shares”) owned by 
the taxpayer on December 31, 1971 and thereafter 
without interruption until immediately before the re- 
organization and the cost to the taxpayer of the new 
shares was determined otherwise than because of 
subsection 86(2) of the amended Act, notwithstand- 
ing any other provision of this Act or of the amended 
Act, for the purposes of subsection 88(2.1) of the 
amended Act and of determining the cost to the tax- 
payer and the adjusted cost base to the taxpayer of 
the new shares, 


(a) the property that was the old shares shali be 
deemed not to have been disposed of by the tax- 
payer because of the reorganization but to have 
been altered, in form only, because. of the reor- 
ganization and to have continued in existence in 
the form of the new shares; and 


(b) the property that is the new shares shall be 
deemed not to have been acquired by the tax- 
payer by virtue of the reorganization but to have 
been in existence prior thereto in the form of the 
old shares that were altered, in form only, be- 
cause of the reorganization. 


Pre-RSC History: All that portion of subsec. 26(27) preceding 
para. (a) substituted by 1980-81-82-83, c. 48, subsec. 116(3), appli- 
cable with respect to transactions occurring after December 11, 
1979. That portion formerly read: 


(27) Where, after May 6, 1974, there has been a reorganiza- 
tion of the capital of a corporation to which section 86 of the 
amended Act applies on which a taxpayer has acquired shares 
of a particular class of the capital stock of the corporation (in 
this subsection referred to as the “new shares”) as the sole 
consideration for the disposition on the reorganization of 
shares of another class of the capital stock of the corporation 
(in this subsection referred to as the “old shares”) owned by 
the taxpayer on December 31, 1971 and thereafter without in- 
terruption until immediately before the reorganization, not- 
withstanding any other provision of these Rules or of the 
amended Act, for the purposes of subsection 88(2.1) of the 
amended Act and of determining the cost to the taxpayer and 
the adjusted cost base to the taxpayer of the new shares, 


All that portion of subsec. 26(27) preceding para. (a) substituted by 
1977-78, c. 1, subsec. 105(10), applicable after December 31, 1978, 
to substitute “subsection 88(2.1)” for “subparagraphs 89(1)(1)(ii) 
and (xiv)”, 


Subsec. 26(27) added by 1974-75-76, c. 26, subsec. 131(11). 


Advance Tax Ruling: ATR-22R: Estate freeze using share 
exchange. 


(28) Idem — Where a taxpayer acquired a property 
(in this subsection referred to as the “first property’) 
in circumstances to which any of subsections (5) and 
(21) to (27) applied and subsequently acquires, in 
exchange for or in consideration for the disposition 
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of the first property, another property in circum- 
stances to which any of subsections (21) to (27) 
would apply if the taxpayer had owned. the first 
property on December 31, 1971 and thereafter with- 
out interruption until the time of the subsequent ac- 
quisition, for. the purposes of applying subsections 
(21) to (27) in respect of that subsequent acquisition, 
the taxpayer shall be deemed to have owned the first 
property on December 31, 1971 and thereafter with- 
out interruption until the time of the subsequent 
acquisition. — 

History: Subsec. 26(28) added by91994) cr och. Loo tc 49), 
s. 200, applicable to acquisitions of property occurring after July 13, 
1990, except that, where the taxpayer so elected by notifying the 
Minister of National Revenue in writing either before 1993 or in the 
taxpayer’s return of income under Part I of the Act for the taxation 
year in which the taxpayer disposed of the property, the subsec. ap- 
plies to acquisitions occurring after May. 6, 1974 and before July 14, 
1990 with respect to property that was owned by the taxpayer on 
July 13, 1990. 


Interpretation Bulletins: [T-450R: Share for share exchange. 


(29) Effect of election under subsection 
110.6(19) — Where subsection 110.6(19) of the 
amended Act applies to a particular property, for the 
purposes of determining the cost and the adjusted 
cost base ‘to a taxpayer of any property at any time 
after February 22, 1994, the particular property shall 
be deemed not to have been owned by any taxpayer 
on December 31, 1971. | 

History: Subsec. 26(29) added by 1995, c. 3, s. 57, in force March 
26,1995: 


(30) Additions to taxable Canadian prop- 
erty — Subsections (1.1) to (29) do not apply to a 
disposition by a non-resident person of a taxable Ca- 
nadian property that would not be a taxable Cana- 
dian property immediately before the disposition if 
section 115 of the amended Act were read as it ap- 
plied to dispositions that occurred on April 26, 1995. 


History: Subsec. 26(30) added by. 1998, c. 19, subsec. 249(3), ap- 
plicable to dispositions that occur after April 26, 1995. 


26.1 (1) Change of use of property before 
1972 — For the purposes of paragraph 40(2)(b) and 
the definition “principal residence” in section 54 of 
the amended Act, where a taxpayer owned, on De- 
cember 31, 1971, a property that is a housing unit, a 
leasehold interest in a housing unit or a share of the 
capital stock of a cooperative housing corporation, 1f 
the housing unit was, or if the share was acquired for 
the sole purpose of acquiring the right to inhabit, a 
housing unit owned by the corporation that was ordi- 
narily inhabited by the taxpayer, and the taxpayer 
began at any time thereafter but before 1972 to use 
the property for the purpose of gaining or producing 
income therefrom, or for the purpose of gaining or 
producing income from a business, and the taxpayer 
elected in the taxpayer’s return of income for the 
1974 or 1975 taxation year as if the taxpayer had be- 
gun to use thé’property for the purpose of gaining or 
producing income therefrom or for the purpose of 
gaining or producing income from a business on Jan- 
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uary 1, 1972, the taxpayer shall be deemed to have 
made an election under subsection 45(2) of the 
amended Act in the taxpayer’s return of income for 
the 1972 taxation year and to have so begun to use 
the property. 


(2) No capital cost allowance while election 
in force — Where the taxpayer has made the elec- 
tion described in subsection (1), no amount may be 
deducted under paragraph 20(1)(a) of the amended 
Act for the 1974 and subsequent taxation years in re- 
spect of property referred to in that subsection while 
the election remains in force. 


Pre-RSC History: S. 26.1 added by 1974-75-76, c. 26, s..132, 
deemed to have come into force on May 6, 1974. 


27, 28. [Repealed under former Act] 


Pre-RSC History: Ss. 27, 28 repealed by 1985, c. 45, s. 132. Ss. 
27, 28 formerly read: 


27. Moving expenses — For greater certainty, section 62 of 
the amended Act does not apply to permit the deduction, in 
computing a taxpayer’s income for a taxation year, of any 
amounts paid by him as or on account of moving expenses 
incurred in the course of moving, before 1972, from one resi- 
dence to another residence. 


28. (1) Income derived from operation of mine — Subject 
to prescribed conditions, there shall not be included in com- 
puting the income of a corporation, income derived from the 
operation of a mine that came into production before 1974 to 
the extent that such income is gained or produced during the 
period commencing with the day on which the mine came 
into production and ending with the earlier of December 31, 
1973 and the day 36 months after the day the mine came into 
production, except that this subsection does not apply in re- 
spect of any mine that came into production after November 
7, 1969. unless the corporation so elects in respect thereof in 
prescribed manner and within prescribed time. 


(1.1) Income derived from the operation of a mine de- 
fined — The expression “income derived from the operation 
of a-mine” is, for the purposes of this section and section 83 
of the former Act as it read in its application to the 1971 and 
preceding taxation years, hereby declared to include and al- 
ways to have included the income of a corporation from the 
processing, to the prime metal stage or its equivalent, of ore 
from a mineral resource owned by. the corporation. 


(2) Definitions — In this section, 


(a) income derived from the operation of a mine — 
“income derived from the operation of a mine” means the 
income derived from the operation of the mine before 
any deduction is made under section 65 or 66 of the 
amended Act; 

(b) mine — “mine” does not include an oil well, gas 
well, brine well, sand pit, gravel pit, clay pit, shale pit or 
stone quarry (other than a deposit of oil shale or bitumi- 
nous sand) but does include a well for the ‘extraction of 
material from a sylvite deposit and all such wells, the 
materials produced from which are sent to a single plant 
for processing, shall be deemed to be one mine; and 

(c) production — “production” means production in rea- 
sonable commercial quantities. 


Subsec. 28(1.1) added by 1974-75-76, c. 26, s. 133. 


29. (1) Deduction from income of petroleum 
or natural gas corporation — A corporation 
whose principal business is production, refining or 
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marketing of petroleum, petroleum products or natu- 
ral gas or exploring or drilling for petroleum or natu- 
ral gas may deduct, in computing its income for a 
taxation year, the lesser of 


(a) the total of such of the drilling and explora- 
tion expenses, including all general geological 
and geophysical expenses, incurred by it on or in 
respect of exploring or drilling for petroleum or 
natural gas in Canada as were incurred during the 
calendar years 1949 to 1952, to the extent that 
they were not deductible in computing income 
for a previous taxation year, and 


(b) of that total, an amount equal to its income for 
the taxation year if no deduction were allowed 
under this section or section 65, 66 or 66.1 of the 
amended Act minus the deductions allowed for 
the year under subsections (9), (10) and (25) of 
this section and sections 112 and 113 of the 
amended Act. 


Related Provisions: ITA 87(1.2) —New corporation deemed 
continuation of predecessor; ITAR 29(31) — Multiple deductions. 
History: Para. 29(1)(b) substituted by 1994, c. 7, Sch. II (1991, c. 
49), subsec. 201(1), applicable to taxation years ending after Febru- 
ary 17, 1987. That para. formerly read: 
(b) of that total, an amount that would be equal to its income 
for the taxation year if no deduction were allowed under this _ 
section or section 65, 66 or 66.1 of the amended Act, minus 
the deductions allowed for the year under subsections (9), 
(10) and (25) of this section, sections 112 and 113 of the 
~ amended Act and subsections 66(6) and (7) and 66.1(4) and 
(5) of the Income tax Act, chapter 148 of the Revised Statutes 
of Canada, 1952. 


Pre-RSC History: Para. 29(1)(b) substituted by 1977-78, c. 1, 
subsec. 106(1), applicable to taxation years ending after May 6, 
1974. Para. 29(1)(b) formerly read: 
(b) of that aggregate, an amount equal to its income for the 
taxation year 
(i) 1f no deduction were allowed under section 65 of the 
amended Act, and 
(ii) if no deduction were allowed under this section or 
section 66 of the amended Act, 
minus the deductions allowed for the year by subsections (25) 


and (29) of this section, subsections 66(6) and (7) of the 
amended Act and sections 112 and 113 of the amended Act. 


(2) Deduction from income of mining corpo- 
ration — A corporation whose principal business is 
mining or exploring for minerals may deduct, in 
computing its income for a taxation year, the lesser 
of 


(a) the total of such of the prospecting, explora- 
tion and development expenses incurred by it in 
searching for minerals in Canada as were in- 
curred during 1952, to the extent that they were 
not deductible in computing income for a preced- 
ing taxation year, and 


(b) of that total, an amount equal to its income for 
the taxation year if no deduction were allowed 
under this section or section 65, 66 or 66.1 of the 
amended Act minus the deductions allowed for 
the year under subsections (9), (10) and (25) of 
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this section and sections 112 and 113 of the 
amended Act, 


if the corporation has filed certified statements of 
those expenses and has satisfied the Minister that it 
has been actively engaged in prospecting and explor- 
ing for minerals in Canada by means of qualified 
persons and has incurred the expenses for those 
purposes. 

History: Para. 29(2)(b) substituted by 1994, c. 7, Sch. If (1991, c. 


49), subsec. 201(2), applicable to taxation years ending after Febru- 
ary 17, 1987. That para. formerly read: 


(b) of that total, an amount that would be equal to its income 
for the taxation year if no deduction were allowed under this 
section or section 65, 66 or 66.1 of the amended Act, minus 
the deductions allowed for the year under subsections (9), 
(10) and (25) of this section, sections 112 and 113 of the 
amended Act and subsections 66(6) and (7) and 66.1(4) and 
(5) of the Income Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, 


Pre-RSC History: Para. 29(2)(b) substituted by 1977-78, c. 1, 
subsec. 106(2), applicable to taxation years ending after May 6, 
1974. Para. 29(2)(b) formerly read: 


(b) of that aggregate, an amount equal to its income for the 
taxation year 


(i) if no deduction were allowed under section 65 of the 
amended Act, and ~ 


(ii) if no deduction were allowed under this section or 
section 66 of the amended Act, 


minus the deductions allowed for the year by subsections (25) 
and (29) of this section, subsections 66(6) and .(7) of the 
amended Act and sections 112 and 113 of the amended. Act, 


(3) Deduction from income of petroleum or 
natural gas corporation or mining corpora- 
tion — A corporation whose principal business is 


(a) production, refining or marketing of petro- 
leum, petroleum products or natural gas, or ex- 
ploring or drilling for petroleum or natural gas, or 


_(b) mining or exploring for minerals, 


may deduct, in computing its income for a taxation 
year, the lesser of 


(c) the total of such of 


(i) the drilling and exploration expenses, in- 
cluding all general geological and geophysical 
expenses, incurred by it on or in respect of ex- 
ploring or drilling for petroleum or natural gas 
in Canada, and 


(ii) the prospecting, exploration and develop- 
ment expenses incurred by it in searching for 
minerals in Canada, 


as were incurred after 1952 and before April 11, 
1962, to the extent that they were not deductible 
in computing income for a previous taxation year, 
and 


(d) of that total, an amount equal to its income for 
the taxation year if no deduction were allowed 
under this section or section 65, 66 or 66.1 of the 
amended Act minus the deductions allowed for 
the year under subsections (1), (2), (9), (10) and 
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_ (25) of this section and sections 112 and 113 of 
the amended Act. 


Related Provisions: ITAR 29(31) — Multiple deductions. 


History: Para. 29(3)(d) substituted by 1994, c..7, Sch. II (1991, c. 
49), subsec. 201(3), applicable to taxation years ending after Febru- 
ary 17, 1987. That para. formerly read: 


(d) of that total, an amount that would be equal to its income 
for the taxation year if no deduction were allowed under this 
section or section 65, 66 or 66.1 of the amended Act, minus 
the deductions allowed for the year under subsections (1), (2), 
(9), (10) and (25) of this section, sections 112 and 113 of the 
amended Act and subsections 66(6) and (7) and 66.1(4) and 
(5) of the Income Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952. 
Pre-RSC History: Para. 29(3)(d) substituted by 1977-78, c. 1, 
subsec. 106(3), applicable to taxation years ending after May 6, 
1974. Para. 29(3)(d) formerly read: 
(d) of that aggregate, an amount equal to its income for the 
taxation year 
(i) if no deduction were allowed under section 65 of the 
amended Act, and 


(ii) if no deduction were allowed under this section or 
section 66 of. the amended Act, 
minus the deductions allowed for the year by subsections (1), 
(2), (25) and (29) of this section, subsections 66(6) and (7) of 
the amended Act and sections 112 and 113 of the amended 
Act. 


(4) Deduction from income of petroleum 
corporation, etc. — A corporation whose princi- 
pal business is 


(a) production, refining or marketing of petro- 
leum, petroleum products or natural gas, or ex- 
ploring or drilling for petroleum or natural gas, 


(b) mining or exploring for minerals, 

(c) processing mineral ores for the purpose of ‘re- 
covering metals therefrom, 

(d) a combination of 


(i) processing mineral ores for the purpose of 
recovering metals therefrom, and 


(ii) processing metals recovered from the ores 
so processed, 


(e) fabricating metals, or 


(f) operating a pipeline for the transmission of oil 
or natural gas, 


may deduct, in computing its income for a taxation 
year, the lesser of 


(g) the total of such of 


(i) the drilling and exploration expenses, in- 
cluding all general geological and geophysical 
expenses, incurred by it on or in respect of ex- 
ploring or drilling for petroleum or natural gas 
in Canada, and 


(ii) the prospecting, exploration and develop- 
ment expenses incurred by it on searching for 
minerals in Canada, 


as were incurred after April 10, 1962 and before 
1972, to the extent that they were not deductible 
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in computing income for a previous taxation year, 


and 


(h) of that total, an amount equal to its income for 
the taxation year if no deduction were allowed 
under this subsection or section 65, 66 or 66.1 of 
the amended Act minus the deductions allowed 
for the year under subsection 66(2) and sections 


112 and 113 of. the amended Act. 
Related Provisions: ITAR 29(31) — Multiple deductions. 


History: Para. 29(4)(h) substituted by 1994, c. 7, Sch. If (1991, c. 
49), subsec. 201(4), applicable to taxation years ending after Febru- 


ary 17, 1987. That para. formerly read: 


(h) of that total, an amount that would be equal to its income 
for the taxation year if no deduction were allowed under this 
subsection or section 65, 66 or 66.1 of the amended Act, mi- 
nus the deductions allowed for the year under subsection 
66(2) and sections 112 and 113 of the amended Act and sub- 
sections 66(6) and (7) and 66.1(4) and (5) of the Income Tax 
Act, Revised Statutes of Canada, 1952. 


Pre-RSC History: Para. 29(4)(h) substituted by 1977-78, c. 1, 
subsec. 106(4), applicable to taxation years ending after May 6, 


1974. Para. 29(4)(h) formerly read: 


(h) of that aggregate, an amount equal to its income for the 
taxation year 


(i) if no deduction were allowed under section 65 of the 
amended Act, and 


(ii) if no deduction were allowed under this section or 
section 66 of the amended Act, | 


minus the deductions allowed for the year by subsections (1), 
(2), (3), (9), (10), (24), (25) and (29) of this section; subsec- 
tions 66(2), (6) and (7) of the amended Act and sections 112 
and 113 of the amended Act. 


(5) Application of para. (4)(g) — In applying 
paragraph 4(g) to a corporation described in para- 
graph (4)(f), the reference in paragraph (4)(g) to 
“April 10, 1962” shall be read as a reference to 


“June 13, 1963”. 
(6) [Repealed] 


History: Subsec. 29(6) repealed by 1997, c. 25, s. 73, applicable to 


renunciations made 


(a) after 2006, in respect of a payment or loan received by a 


joint exploration corporation before March 6, 1996; 


(b) after 2006, in respect of a payment or loan received by a 
joint exploration corporation after» March 5, 1996 under an 


agreement in writing made 
(i) by the corporation before March 6, 1996, or 
(ii) by another corporation before March 6, 1996, where 


(A) the other corporation controlled the corporation at 


the time the agreement was made, or 


(B) the other corporation undertook, at the time the 


agreement was made, to form the corporation; and 
(c) after March 5, 1996, in any other case. 
Subsec. (6) formerly read: 


(6) Joint exploration corporation may renounce ex- 
penses — A joint exploration corporation may, in any par- 
ticular taxation year or within 6 months after the end of that 
year, elect in prescribed form to renounce in favour of an- 
other corporation described in subsection (4) an agreed por- 
tion of the total of such of 


(a) the drilling and exploration expenses, including all 
general geological and geophysical expenses, incurred by 
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the joint exploration corporation on or in respect of ex- 
ploring or drilling for petroleum or natural gas in Canada, 
and 


(b) the. prospecting, exploration and development CX> 
penses incurred by the joint exploration corporation in 
searching for minerals in Canada, 


_ as were incurred by the joint exploration corporation during a 


period after 1956 and before April 11, 1962 throughout which 
the other corporation was a shareholder corporation, to the 
extent that the total of those expenses. exceeds any amount- 
deductible under subsection (3) in respect thereof by the joint 
exploration corporation in computing its income for any taxa- 
tion year preceding the particular year, and on the election the 
agreed portion 


(c) shall be deemed, for the purposes of subsection (4) of 
this section and sections 66, 66.1 and 66.2 of the 
amended Act, to be expenses described in paragraphs (a) 
and (b) of this subsection incurred by the other corpora- 
tion during its taxation year in which the particular taxa- 
tion year ends, and 


(d) shall be subtracted from the total described in para- 
graph (3)(c) in determining the amount deductible by the 
joint exploration corporation under subsection (3) in 
computing its income. 


Pre-RSC History: All those portions of subsec. 29(6) preceding 
para. (a) and following para. (b) substituted by 1977-78, c. 1, sub- 
secs. 106(5), (6), applicable with respect to elections made for a 
joint exploration corporation’s 1977 et seg. Those portions formerly 
read: 


(6) A joint exploration corporation may in a taxation year 
elect in prescribed form to renounce in favour of another cor- 
poration described in subsection (4)'an agreed portion of the 
aggregate of such of re 


as were incurred by the joint exploration corporation, during 
a period, after the calendar year 1956 and before April 11, 
1962, throughout which the other corporation was a share- 
holder corporation, to the extent that the aggregate of such 
expenses exceeds any amount deductible under subsection (3) 
in respect thereof by the joint exploration corporation in com- 
puting its income for any taxation year previous to the year in 
which the election was made, and upon the election the said 
agreed portion 


(c) shall be deemed, for the purpose of subsection (4) of this 
section and section 66 of the amended Act, to be expenses 
described in paragraphs (a) and (b) of this subsection incurred 
by the other corporation in the taxation year of the corpora- 
tion in which the election was made, and 


(d) shall be subtracted from the aggregate described in para- 
graph (3)(c) in determining the amount deductible by the joint 
exploration corporation under subsection (3) in computing its 
income. 


Forms: T2035: Election to renounce exploration, development and 
oil and gas property expenses. 


(7) [Repealed] 


History: Subsec. 29(7) repealed by 1997, c. 25, s. 73, applicable to 
renunciations made 


(a) after 2006, in respect of a payment or loan received by a 
joint exploration corporation before March 6, 1996; 


(b) after 2006, in respect of a payment or loan received’ by a 
joint exploration corporation after March 5, 1996 under an 
agreement in writing made 


(i) by the corporation before March 6, 1996, or 
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(ii) by another corporation: before March 6, 1996, where 


(A) the other corporation controlled the corporation at 
the time the agreement was made, or 


(B) the other, corporation undertook, at the time, the 
agreement was made, to form the corporation; and 


(c) after March 5, 1996, in any other case. 

Subsec. (7) formerly read: 
(7) ldem — A joint exploration corporation may, in any par- 
ticular taxation year or within 6 months from the end of that 
year, elect in prescribed form to renounce in favour of an- 


other corporation described in subsection (4);an agreed por- 
tion of the total of such of 


(a) the drilling and exploration expenses, including ail 
general geological and geophysical expenses, incurred by 
the joint exploration corporation on or in respect of ex- 
ploring or drilling for petroleum or natural gas, in Canada, 
and 


(b) the prospecting; exploration and, development ex- 

penses incurred by the joint exploration corporation in 

searching for minerals in Canada, 
as were incurred by the joint exploration corporation during a 
period after April 10, 1962 and before 1972 throughout which 
the other corporation was a shareholder corporation, to the 
extent that the total of those expenses exceeds any amount 
deductible under subsection (4) in respect thereof by the joint 
exploration corporation in computing its income for any taxa- 
tion year preceding the particular year, and on the election the 
agreed portion 


(c) shall be deemed, for the purposes of subsection (4) of 
this section and sections 66, 66.1 and 66.2 of the 
amended’ Act, to be expenses described in paragraphs (a) 
and (b) of this subsection incurred by the other, corpora- 
tion during its taxation year in which the particular taxa- 
tion year ends, and 

(d) shall be subtracted from the total described in para- 
graph (4)(g) in determining the amount deductible by the 
joint exploration corporation under subsection (4) in 
computing its income. 


Pre-RSC History: All those portions of subsec. 29(7) preceding 
para. (a) and following para. (b) substituted by 1977-78, c. 1, sub- 


secs. 106(7), (8), applicable with respect to elections ‘made for a | 


joint exploration Panne RD) s 1977 et seg. Those portions formerly 
read: 
(7) A joint. exploration corporation may in a:taxation ‘year : 
elect in prescribed form to renounce in favour of another cor- 
poration described in subsection (4) an agreed portion of the 
aggregate of such of 


as were incurred by the joint exploration corporation, during 
a period, after April 10, 1962 and before 1972, throughout 
which the other corporation was a shareholder corporation, to 
the extent that the aggregate of such expenses exceeds any 
amount deductible under subsection (4) in respect thereof by 
the joint exploration corporation in computing its income for 
any taxation year previous to the year in which the election 
was made, and upon the election the said agreed portion 


(c) shall be deemed, for the purpose of subsection (4) of this 
section and section 66 of the amended Act, to be expenses 
described in paragraphs (a) and (b) of this subsection incurred 
by the other corporation in the taxation year of the corpora- 
tion in which the election was made, and 


(d) shall be subtracted from the aggregate described in para- 
graph (4)(g) in determining the amount deductible by the 
joint exploration corporation under subsection (4) in comput- 
ing its income. 
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Forms: T2035: Election. to renounce exploration, development and 
oil and gas property expenses. 


(8) [Repealed] 


History: Subsec. 29(8) eigen - 19977) &: 25, s..73, applicable to 
renunciations made 


(a) after 2006, in respect of a payment or loan received by a 
joint exploration corporation before March 6, 1996; 


(b) after 2006, in:respect of a payment or loan received by a 
joint exploration corporation after March 5, 1996 under an 
agreement in writing made 


(1) by the corporation before March 6, 1996, or 
(ii) by another corporation before March 6, 1996, where 


(A) the other corporation controlled the corporation at 
the time the agreement was made, or 


(B) the other corporation undertook, at the time the 
agreement was made, to form the corporation; and 


(c) after March 5, 1996, in any other case. 
Subsec. (8) formerly read: 


(8) Definitions — For the purposes of subsections (6) a 
(7), 
“agreed portion” in respect of a corporation that was a share- 
holder corporation of a joint exploration corporation means 
such amount as:is agreed: on between the joint exploration 
corporation and. the other corporation not exceeding 
(a) the payments referred to in paragraph (c) of the defi- 
nition “shareholder corporation” in this subsection made 
by the other corporation to the joint exploration corpora- 
tion during the period it was a shareholder corporation in 
respect of the expenses incurred by the joint exploration 
corporation referred to in paragraphs (6)(a):and (b) or 
(7)(a) and (b), as the case may be, 
minus 
(b) the total of the amounts, if any, previously renounced 
by the joint exploration corporation under ‘subsection (6) 
or (7), as the case. may be, in favour, of the other 
corporation; 
‘Joint exploration corporation” means a corporation 
(a) whose principal business is of a class described in 
paragraph (3)(a) or (b), and 
(b) that has not at any time since its incorporation had 
more than 10 shareholders (not including any individual 
holding a share for the sole purpose of qualifying as a 
director); 
a “shareholder, corporation” of a joint exploration corporation 
means a corporation that for the period in respect of which 
the expression is being ‘applied 
(a) was a shareholder of the joint exploration corporation, 
(b) was a corporation whose principal business was of a 
class described in subsection (4), and 


(c) made payments to the joint exploration corporation in 
respect of the expenses incurred by the joint exploration 
‘corporation referred to in paragraphs (6)(a) and (b) or 
(7)(a) and. (b), as the case may be. 
Pre-RSC History: The definition 
29(9)(c);. “joint exploration corporation”, 
holder corporation”, para. 29(9)(b). 


(9) Deduction from income from businesses 
of associations, etc. — There may be deducted 
in computing the income of a taxpayer for a taxation 
year from the businesses of all associations, partner- 
ships or syndicates formed for the purpose of explor- 
ing or drilling for petroleum or natural gas and of 


“agreed portion” was para. 
para. 29(9)(a); “share- 
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which the taxpayer was a member or partner, the 
lesser of 


(a) the total of the taxpayer’s share of such of the 
drilling and exploration expenses, including all 
general geological and geophysical expenses, in- 
curred by all those associations, partnerships or 
syndicates while the taxpayer was a member or 
partner thereof, on or in respect of exploring or 
drilling for petroleum or natural gas in Canada as 
were incurred after 1948 and before April 11, 
1962, to the extent that they were not deductible 
in computing the taxpayer’s income for a preced- 
ing taxation year, and 


(b) of that total, an amount equal to the tax- 
payer’s income from the businesses of all those 
associations, partnerships or syndicates for the 
taxation year, computed before making any de- 
duction under this section or section 65, 66; or 
66.1 of the amended. Act. 

Pre-RSC History: Para. 29(9)(b) substituted by 1977-78, c. 1, 

subsec. 106(9), applicable to taxation years ending after May 6, 

1974, Para. (b) formerly read: 


(b) of that aggregate, an amount equal to his income from the 
businesses of all such associations, partnerships or syndicates 
for the taxation year computed before: making any deduction 
under this subsection, subsection (10).of this section or sec- 
tion 66 of the amended Act. 


(10) Idem — There may be deducted in computing 
the income of a taxpayer for the taxation year from 
the businesses of all associations, partnerships or 
syndicates formed for the purpose of exploring or 
drilling for petroleum or natural gas and of which the 
taxpayer was a member or partner, the lesser of 


(a) the total of the taxpayer’s share of such of the 
drilling and exploration expenses, including all 
general geological and geophysical expenses in- 
curred by all those associations, partnerships or 
syndicates while the taxpayer was a member or 
partner thereof, on or in respect of exploring or 
drilling for petroleum or natural gas in Canada as 
were incurred after April 10, 1962 and before 
1972, to the extent that they were not deductible 
in computing the taxpayer’s income for a previ- 
ous taxation year, and 


(b). of that total, an amount. equal to the tax- 
payer’s income from the businesses of all those 
associations, partnerships or syndicates for the 
taxation year computed before making any de- 
duction under this section or section 65, 66, or 
66.1 of the amended Act, minus the deduction al- 
lowed for the year under subsection (9) of this 
section. 

Related Provisions: 127.52(1)(e) — Limitation on deduction for 

minimum tax purposes. 


Pre-RSC History: Para. 29(10)(b) substituted by 1977-78, c. 1, 
subsec. 106(10), applicable to taxation years ending after May. 6, 
1974. Para. (b) formerly read: 


(b) of that aggregate, an amount equal to his income from the 
businesses of all such associations, partnerships or syndicates 
for the taxation year computed before making any deduction 
under this subsection or section 66 of the amended Act. 
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(11) Deduction from income of corporation — 
A corporation, other than a corporation described in 
subsection (4), may deduct, in computing its income 
for a taxation year, the lesser of 


(a) the total of such of 


(i) the drilling and exploration expenses, in- 
cluding all general geological and geophysical 
expenses, incurred by it on or in respect of ex- 
ploring or drilling for petroleum oy natural gas 
in Canada, and 


(ii) the prospecting, exploration and develop- 
ment expenses incurred by it in searching for 
minerals in Canada, 


as were incurred after April 10, 1962 and before 
1972, to the extent that they were not deductible 
in computing income for a preceding taxation 
year, and 


(b) of that total, an amount that would be equal to 
the total of 


(i) its income for the taxation year from oper- 
ating an oil or gas well in Canada in which the 
corporation has an interest, 


(il) its income for the taxation year from roy- 
alties in respect of an oil or gas well in 
Canada, 


(iii) any amount included in computing its in- 
come for the taxation year because of subsec- 
tion (17), and 


(iv) the amount, if any, included under para- 
graph 59(3.2)(b) or (c) of the amended Act in 
computing its income for the year, 


if no deduction were allowed under this section 
or section 65, 66 or 66.1 of the amended ‘Act mi- 
nus the deductions allowed for the year under 
subsections (9) and (10) of this section and sub- 
section 66(2) of the amended Act. 


History: Subpara. 29(11)(b)(iv) substituted applicable to 1985 et 
seq., and that portion of 29(11)(b) following subpara. (iv) substi- 
tuted applicable to taxation years ending after February 17, 1987, by 
1994, c. 7, Sch. II (1991, c. 49), subsecs. 201(5), (6). Those portions 
formerly read: 


(iv) the total described in clause 66(3)(b)(ii)(C) of the In- 
come Tax Act, chapter 148 of the Revised Statutes of 
Canada, 1952, as it read in its application to the 1984 and 
preceding taxation years in respect of the corporation for 
the year, 


if no deduction were allowed under this section, section 65, 
66 or 66.1 of the amended Act, minus the deductions allowed 
for the year under subsections (9) and (10) of this section, 
subsection 66(2) of the amended Act and subsections 66(6) 
and (7) and 66.1(4) and (5) of the Income Tax Act, chapter 
148 of the Revised Statutes of Canada, 1952. 


Pre-RSC History: All that portion of para. 29(11)(b) following 
subpara. (iv) substituted by 1977-78, c. 1, subsec. 106(11), applica- 
ble to taxation years ending after May 6, 1974. That portion for- 
merly read: 


if no deductions were allowed under section 65 or 66 of the 
amended Act, minus the deductions allowed for the year by 
subsections (9) and (10) of this section. 
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(12) Deduction by individual of exploration 
expenses — There may be deducted, in computing 
an individual’s income for a taxation year, the lesser 
of 


(a) the total of such of 


(i) the drilling and exploration expenses, in- 
cluding all general geological and geophysical 
expenses, incurred by the individual on or in 
respect of exploring or drilling for petroleum 
or natural gas in Canada, and 


(ii) the individual’s share of the drilling and 
exploration expenses, including all general ge- 
ological and geophysical expenses incurred by 
all associations, partnerships or syndicates de- 
scribed in subsection (9), while the individual 
was a member or partner thereof, on or in re- 
spect of exploring or drilling for petroleum or 
natural gas in Canada, 


as were incurred after April 10, 1962 and before 
1972, to the extent that they were not deductible 
in computing the individual’s income for a pre- 
ceding taxation year, and 


(b) of that total, an amount that would be equal to 
the total of 


(i) the individual’s income for the taxation 
year from a business that consisted of the op- 
eration of an oil or gas well in Canada in 
which the individual had an interest, 


(ii) the individual’s income for the taxation 
year from royalties in respect of an oil or gas 
well in Canada, 


(iii) any amount included in computing the in- 
dividual’s income for the taxation year be- 
cause of subsection (17), and 


(iv) the amount, if any, included under para- 
graph 59(3.2)(b) or (c) of the amended Act in 
computing the individual’s income. for the 
year, 


if no deduction were allowed under this section 
or section 65, 66 or 66.1 of the amended Act, mi- 
nus the deductions allowed for the year under 
subsections (9) and (10) of this section. 


Related Provisions: 127.52(1)(e) — Limitation on deduction for 
minimum tax purposes. 


History: Subpara. 29(12)(b)(iv) substituted by 1994, c. 7, Sch. II 
(1991, c. 49), subsec. 201(7), applicable to 1985 et seg. That sub- 
para. formerly read: 
(iv) the total described in clause 66(3)(b)(ii)(C) of the Income 
Tax Act, chapter 148 of the Revised Statutes of Canada, 1952, 
as it read in its application to the 1984 and preceding taxation ° 
years in respect of an individual for the year, 


Pre-RSC History: All that portion of para. 29(12)(b) following 
subpara. (iv) substituted by 1977-78, c. 1, subsec. 106(12), applica- 
ble to taxation years ending after May 6, 1974. That portion for- 
merly read: 


if no deduction were allowed under this section or section 65 
or 66 of the amended Act, minus the: deductions allowed for 
the year under subsections (9) and (10) of this section. 
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(13) Limitation re payments for exploration 
and drilling rights — In computing a deduction 
under subsection (1), (3) or (9), no amount shall be 
included in respect of a payment for or in respect of 
a right, licence or privilege to explore for, drill for or 
take petroleum or natural gas, acquired before April 
11, 1962, other than an annual payment not exceed- 
ing $1 per acre. 


(14) Exploration and drilling rights; payments 
deductible — Where an association, partnership or 
syndicate described in subsection (9) or a corpora- 
tion or individual has, after April 10, 1962 and 
before 1972, acquired under an agreement or other 
contract or arrangement a right, licence or privilege 
to explore for, drill for or take in Canada petroleum, 
natural gas or other related hydrocarbons (except 
coal) under which agreement, contract or arrange- 
ment there was not acquired any other right to, over 
or in respect of the land in respect of which such 
right, licence or privilege was so acquired except the 
right 
(a) to explore for, drill for or take materials and 
substances (whether liquid or solid and whether 
hydrocarbons or not) produced in association 
with the petroleum, natural gas or other related 
hydrocarbons (except coal) or found in any water 
contained in an oil or gas reservoir, or 


(b) to enter on, use and occupy as much of the 
land as is necessary for the purpose of exploiting 
the right, licence or privilege, 


an amount paid in respect of the acquisition thereof 
that was paid 


(c) before 1972, shall, for the purposes of subsec- 
tions (4), (7), (10), (11) and (12), be deemed to be 
a drilling or exploration expense on or in respect 
of exploring or drilling for petroleum or natural 
gas in Canada incurred at the time of its payment, 


(d) after 1971 and before May 7, 1974, shall, for 
the purposes of the amended Act, be deemed to 
be Canadian exploration and development ex- 
penses (within the meaning assigned by subsec- 
tion 66(15) of the amended Act) incurred at the 
time of its payment, and 


(e) after May 6, 1974, shall, for the purposes of 
the amended Act, be deemed to be a Canadian 
development expense (within the meaning as- 
signed by paragraph. 66.2(5)(a) of the amended 
Act) incurred at the time of its payment. 


Pre-RSC History: All that portion of subsec. 29(14) following 
para. (b) substituted by 1977-78, c. 1, subsec. 106(13), applicable to 
taxation years ending after May 6, 1974. That portion formerly 
read: 


an amount paid before 1972 in respect of the acquisition 
thereof shall, for the purposes of subsections (4), (7), (10), 
(11) and (12), be deemed to be a drilling or exploration ex- 
pense on or in respect of exploring or drilling for petroleum 
or natural gas in Canada incurred at the time of such payment 
and an amount paid after 1971 in respect of the acquisition 
thereof shall, for the purposes of the amended Act, be deemed 
to be Canadian exploration and development expenses 
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(within the meaning assigned by subsection 66(15) of the 
amended Act) incurred at the ime of such payment. 


Subsec. 29(14) substituted by 1973-74, c. 14, s. 76. 


(15) Idem — In applying subsection (14) for the 
purposes of subsection (7), the expression “after 
April 10, 1962 and before 1972” in subsection (14) 
shall be read as “after April 10, 1962 and before 
April 27, 1965”. 


Pre-RSC sible Subsec. 29(15) substituted by 1973- 74, Cae 
76. 


(16) Receipts for exploration or drilling rights 
included. in income — Where a right, licence or 
privilege to explore for, drill for or take in Canada 


petroleum, natural gas or other related hydrocarbons | 


(except coal) was disposed of after pct 10, 1962 
and before October 23, 1968 


(a) by a corporation described in subsection (4), 


(b) by a corporation, other than a corporation de- 
scribed in subsection (4), that was at the time of 
acquisition of the right, licence or privilege a cor- 
poration described in subsection (4), or 


(c) by an association, partnership or syndicate de- 
scribed in subsection (9), 


any amount received by the corporation, association, 
partnership or syndicate as consideration for the dis- 
position thereof shall be included in computing its 
income for its fiscal period in which the amount was 
received, unless the corporation, association, partner- 
ship or syndicate 


(d) acquired the right, licence or privilege by in- 
heritance or bequest, or 


(e) acquired the right, licence or privilege before 
April 11, 1962 and Sees of it before Novem- 
ber 9, 1962. 


(17) Idem — Where a right, licence or privilege to 
explore for, drill for or take in Canada petroleum, 
natural gas or other related hydrocarbons. (except 
coal) that was acquired after April 10, 1962 and 
before 1972 by an individual or a corporation other 
than a corporation described in subsection (4), was 
subsequently disposed of before October 23, 1968, 
any amount received by the taxpayer as considera- 
tion for the disposition thereof shall be included in 
computing the taxpayer’s income for the taxation 
year in which the amount was received, unless the 
right, licence or privilege was acquired by the tax- 
payer by inheritance or bequest. 


(18) Idem — Subsections (16) and (17) do not apply 
to any disposition by an association, partnership or 
syndicate described in subsection (9) or a corpora- 
tion or an individual of any right, licence or privilege 
described in subsection (14) or (16) unless the right, 
licence or privilege was acquired by the association, 
partnership, syndicate or corporation or individual, 
as the case may be, under an agreement, contract or 
arrangement described in subsection (14). 
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(19) Idem — For the purposes of subsections (16) 
and (17), 


(a) where an association, partnership or syndicate 
described in subsection (9) or a corporation or an 
individual has disposed of any interest in land 
that includes a right, licence or privilege de- 
scribed in subsection (14) that was acquired 
under an agreement, contract or arrangement de- 
scribed in that subsection, the proceeds of dispo- 
sition of the interest shall be deemed to be pro- 
ceeds of disposition of the right, licence or 
privilege; and 

(b) where an association, partnership or syndicate 
described in subsection (9) or a corporation or an 
individual has acquired a right, licence or privi- 
lege described in subsection (14) under an agree- 
ment, contract or arrangement described in that 
subsection and subsequently disposes of any 
interest 


(i) in such right, licence or privilege, or 


(ii) in the production of wells situated on the 
land to which the right, licence or privilege 
relates, 


the proceeds of disposition of the interest shall be _ 
deemed to be proceeds of disposition of the right, 
licence or privilege. 


(20) Idem — Subsections (11), (12) and (17) do not 
apply in computing the income for a taxation year of 
a taxpayer whose business includes trading or deal- 
ing in rights, licences or privileges to explore for, 
drill for or take in Canada petroleum, natural gas or 
other related hydrocarbons (except coal). 


(21) Bonus payments — Notwithstanding sub- 
section (13), where a corporation whose principal 
business is of the class described in paragraph (3)(a) 
or (b) or an association, partnership or syndicate 
formed for the purpose of exploring or drilling for 
petroleum or natural gas has after 1952 paid an 
amount (other than a rental or royalty) to the govern- 
ment of Canada or a province for 


(a) the right to explore for petroleum or natural 
gas on a specified parcel of land in Canada 
(which right is, for greater certainty, declared to 
include a right of the type commonly referred. to 
as a “‘licence’’, “permit” or “reservation’’), or 


(b) a legal lease of the right to take or remove 
petroleum or natural gas from a specified parcel 
of land in Canada, 


and before April 11, 1962 acquired the rights in re- 
spect of which the amount was so paid and, before 
any well came into production on the land in reason- 
able commercial quantities, the corporation, associa- 
tion, partnership or syndicate surrendered all the 
rights so acquired (including, in respect of a right of 
the kind described in paragraph (a), all rights there- 
under to any lease and all rights under any lease 
made thereunder) without receiving any considera- 
tion therefor or repayment of any part of the amount 
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so paid, the amount so paid shall, for the purposes of 
subsections (3), (4), (7), (9) and (10) of this section, 
and for the purposes of subsections 66(1),(10) and 
(10.1) and the definitions “Canadian exploration and 
development expenses” in subsection 66(15) and 
“Canadian exploration expense” in subsection 
66.1(6) of the amended Act, be deemed to have been 
a drilling or exploration expense on or in respect of 
exploring or drilling for petroleum or natural gas in 
Canada or a Canadian exploration expense described 
in paragraph (a) of the definition “Canadian explora- 
tion expense” in subsection 66.1(6) of the amended 
Act, as the case may be, incurred by the corporation, 
association, partnership or syndicate during the taxa- 
tion year in which the rights were so surrendered. 


Pre-RSC History: All that portion of subsec. 29(21) following 
para. (b) substituted by 1977-78, c. 1, subsec. 106(14), applicable to 
taxation years ending after May 6, 1974. That portion formerly 
read: 


and acquired the rights, before April 11, 1962, in respect of 
which the amount was so paid and the corporation, associa- 
tion, partnership or syndicate has, before any well came into 
production on the land in reasonable commercial quantities, 
surrendered all the rights so acquired (including, in respect of 
a right of the kind described in paragraph (a), all rights there- 
under to any lease and all rights under any lease made there- 
under) without receiving any consideration therefor or repay- 
ment of any part of the amount so paid, the amount so paid 
shall, for the purpose of subsections (3), (4), (7), (9) and (10) 
of this section, subsections 66(1) and (10) of the amended Act 
and paragraph 66(15)(b) of the amended Act, be deemed to 
have been an expense incurred by the corporation, associa- 
tion, partnership or syndicate as a drilling or exploration ex- 
pense on or in respect of exploring or drilling for petroleum 
or natural gas in Canada during the taxation year in which its 
rights were so surrendered. 


(22) Idem — In applying the provisions of subsec- 
tion (25) to determine the amount that may be de- 
ducted by a successor corporation in computing its 
income for a taxation year, where the predecessor 
corporation has paid an amount (other than a rental 
or royalty) to the government of Canada or a prov- 
ince for 


(a) the right to explore for petroleum or natural 
gas on a specified parcel of land in Canada 
(which is, for greater certainty, declared to in- 
clude a right of the type commonly referred to as 


a “licence”, “permit” or “reservation’’), or 


(b) a legal lease of the right to take or remove 
petroleum or natural gas from a specified parcel 
of land in Canada, 


if, before the predecessor corporation was entitled, 
by virtue of subsection (21), to any deduction in 
computing its income for a taxation year in respect 
of the amount so paid, the property of the predeces- 
sor corporation was acquired by the successor corpo- 
ration before April 11, 1962 in the manner set out in 
subsection (25), and the successor corporation did, 
before any well came into production in reasonable 
commercial quantities on the land referred to in para- 
graph (a) or (b), surrender all the rights so acquired 
by the predecessor corporation (including in respect 
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of a right of the kind described in paragraph (a), all 
rights thereunder to any lease and all rights under 
any lease made thereunder) without receiving any 
consideration therefor or payment of any part of the 
amount so paid by the predecessor corporation, the 
amount so paid by the predecessor corporation shall 
be added to the amount determined under paragraph 
25(c). 


(23) Expenses incurred for’ specified 
considerations not deductible — For the pur- 
poses of this section and section 53 of chapter 25 of 
the Statutes of Canada, 1949 (Second Session), it is 
declared that expenses incurred before 1972 by a 
corporation, association, partnership or syndicate on 
or in respect of exploring or drilling for petroleum or 
natural gas in Canada or in searching for minerals in 
Canada do not and never did include expenses so in- 
curred by that corporation, association, partnership 
or syndicate under an agreement under which it un- 
dertook to incur those expenses in consideration for 


(a) shares of the capital stock of a corporation 
that owned or controlled the mineral rights; 


(b) an option to purchase shares of the capital 
stock of a corporation that owned or controlled 
the mineral rights; or 


(c) a right to purchase shares of the capital stock 
of a corporation that was to be formed for the 
purpose of acquiring or controlling the mineral 
rights. 


(24) Exception — Notwithstanding subsection 
(23), a corporation whose principal business is 


(a) production, refining or marketing of petro- 
leum, petroleum products or natural gas or ex- 
ploring or drilling for petroleum or natural gas, or 


(b) mining or exploring for minerals, 


may deduct, in computing its income for a taxation 
year, the lesser of 


(c) the total of such of 


(i) the drilling and exploration expenses, in- 
cluding all general geological and geophysical 
expenses, incurred by it on or in respect of ex- 
ploring or drilling for petroleum or natural gas 
in Canada, and 


(ii) the prospecting, exploration and develop- 
ment expenses incurred by it in searching for 
minerals in Canada, 


as were incurred after 1953 and before 1972, 


(iii) under an agreement under which it under- 
took to incur those expenses for a considera- 
tion mentioned in paragraph (23)(a), (b) or 
(c), and 
(iv) to the extent that they were not deductible 
in computing income for a preceding taxation 
year, and 
(d) of that total, an amount equal to its income for 
the taxation year if no deduction were allowed 
under this subsection or subsection (4) or under 
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section 65, 66 or 66.1 of the amended Act minus 

the deductions allowed for the year under subsec- 
tion 66(2) and sections 112 and 113 of the 
amended Act, 


but where a corporation has incurred expenses in re- 
spect of which this subsection authorizes a deduction 
from income for a taxation year, no deduction in re- 
spect of those expenses may be made in computing 
the income of any other corporation or from the bus- 
iness of an association, partnership or syndicate for 
any taxation year. 


Related Provisions: ITAR-29(25) — Successor rule. 


History: Para. 29(24)(d) substituted by 1994, c. 7, Sch. II (1991, c. 

49), subsec. 201(8), applicable to taxation years ending after Febru- 

ary 17, 1987. That para; formerly read: 
(d) of that total, an amount that would be equal to its income 
for the taxation year if no deduction were allowed under this 
subsection or subsection (4) or section 65, 66, or 66.1 of the 
amended. Act, minus the deductions allowed for the year 
under subsection 66(2) and sections 112 and 113 of the 
amended Act and subsections 66(6) and (7) and 66.1(4) and 
(5) of the Income Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, 


Pre-RSC History: Para. 29(24)(d) substituted by 1977-78, c. 1, 
subsec. 106(15), applicable to taxation years ending after May 6, 
1974. Para. (d) formerly read: 


(d) of that aggregate, an amount equal to its income for the 
taxation year 


(i) 1f no deduction were allowed under section 65 or 66 of 
the amended Act, and 


(i1) if no deduction were allowed under subsection (4) of 
this section or under this subsection, 


minus any deduction allowed for the year by subsections 
66(2), (6) and (7) of the amended Act and sections 112 and 
113 of the amended Act; 


(25) Successor rule — Notwithstanding subsec- 
tion (24) and subject to subsections 66.7(6) and (7) 
of the amended Act, where a corporation (in this 
subsection referred to as the “successor”’) whose 
principal business is 


(a) production, refining or marketing of petro- 
leum, petroleum products or natural gas, or ex- 
ploring or drilling for petroleum or natural gas, or 


(b) mining or exploring for minerals, 


has, at any time after 1954, acquired a particular Ca- 
nadian resource property (whether by way of a 
purchase, amalgamation, merger, winding-up or oth- 
erwise) from another person whose principal busi- 
ness was a business described in paragraph (a) or (b), 
there may be deducted by the successor in comput- 
ing its income for a taxation year an amount not ex- 
ceeding the total of all amounts each of which is an 
amount determined in respect of an original owner of 
the particular property that is the lesser of 


(c) the total of 


(i) the drilling and exploration expenses, in- 
cluding all general geological and geophysical 
expenses, incurred before 1972 by the original 
owner on or in respect of exploring or drilling 
for petroleum or natural gas in Canada, and 
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(ii) the prospecting, exploration and develop- 
ment expenses incurred before 1972 by ‘the 
original Owner in searching’ for minerals in 
Canada, 


to the extent that those expenses 


(111) were not otherwise deducted in comput- 
ing the income of the successor for the year, 
were not deducted in computing the income of 
‘the successor for any preceding taxation year 
and were not deductible by the original owner 
or deducted by any predecessor owner of the 
particular property in computing income for 
any taxation year, and 


(iv) would, but for the provisions of any of 
this subsection and paragraphs (1)(b), (2)(b), 
(3)(d), (4)(h) and (24)(d), have been deducti- 
ble in computing the income of the original 
owner or any predecessor owner of the partic- 
ular property for the taxation year preceding 
the taxation year in which the particular prop- 
erty was acquired by the successor, and’ 


(d) the amount, if any, by which 


(i) the part of its income for the year that may 
reasonably be regarded as being ‘attributable to - 


(A) the amount included in computing its 
income for the year under paragraph 
59(3.2)(c) of the amended Act that can rea- 
sonably be regarded as being attributable 
to the disposition by it in the year or.a pre- 
ceding taxation year of any Canadian. re- 
source properties owned by the original 
owner and each predecessor owner of ‘the 
particular property before the acquisition 
of the particular property by the successor 
to the extent that the proceeds of the dispo- 
sition have not been included in determin- 
ing an amount under this clause or clause 
66.7(1)(b)G)(A) or (3)(b)(i)(A) or para- 
graph 66.7(10)(g) of:the amended Actfor a 
preceding taxation year, or 


(B) production from. the particular 


property, 


computed as if no deduction were allowed 
under this section or subdivision e of Division 
B of Part I of the amended Act, 


exceeds 


(i1) the total of all other amounts deducted 
under this subsection and subdivision e of Di- 
vision B of Part I of the amended Act for the 
year that can reasonably be regarded as attrib- 
utable to the part of its income for the. year 
described in subparagraph (i) in respect of the 
particular property. 


Related Provisions: ITA 66(15) — “predecessor owner”; ITA 
66.6(1) — Application; ITA 66.7 — Successor rules. * 
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History: Subpara. 29(25)(c)(iii) substituted by 1994, c.7, Sch. II 
(1991, c. 49), subsec. 201(9), applicable to taxation years ending 
after February 17, 1987. That subpara. formerly read: 


(iii) were not deducted by the successor in computing its in- 
come for a preceding taxation year, and were not deductible 
by the original owner or deducted by any predecessor owner 
of the particular property in computing income for any taxa- 
tion year, and 


Pre-RSC History: Subsec. 29(25) substituted by 1987, c. 46, 
subsec. 73(1), applicable to taxation years ending after February 17, 
1987 except that with respect to. property acquired before January 
15, 1987, or before 1988 where the person acquiring the property 
was obliged on that date to acquire the property (see “Interpreta- 
tion” below) pursuant to the terms of an agreement in writing en- 
tered into on or before that date, cl. (d)(i)(B) shall be read: 


(B) where the particular property was an interest in or a right 
to take or remove petroleum or natural gas or a right to take 
or remove minerals from a property, the production from that 


property, 
Subsec. 29(25) formerly read: 


(25) Property acquired by successor corporation — Not- 
withstanding subsection (24), where a corporation (in this 
subsection referred to as the “successor corporation’) whose 
principal business is 
(a) production, refining or marketing of petroleum, petro- 
leum products or natural gas, or exploring or drilling for 
petroleum or natural gas, or 


(b) mining or exploring for minerals, 


has at any time after 1954 acquired, by purchase, amalgama- 
tion, merger, winding-up or otherwise (other than pursuant to 
an amalgamation that is described in subsection 87(1.2) of the 
amended Act or a winding-up to which the rules in subsection 
88(1) of the amended Act apply), from another person (in this 
subsection referred to as the “predecessor”) whose principal 
business was production, refining or marketing of petroleum, 
petroleum products or natural gas, exploring or drilling for 
.petroleum or natural gas, or mining or exploration for miner- 
als, all or substantially all of the Canadian resource properties 
of the predecessor and (except in the case of an amalgamation 
or a winding-up) the predecessor and the successor corpora- 
tion have jointly elected in prescribed form on or before the 
day that is the earlier of the days on or before which either 
taxpayer making the election is required to file a return’ of 
income pursuant to section 150 of the amended Act for the 
taxation year in which the transaction to which the election 
relates occurred, there may be deducted by the successor cor- 
poration in computing its income for a taxation year, the 
lesser of 


(c) the aggregate of 


(i) the drilling and exploration expenses, including 
all general geological and geophysical expenses, in- 
curred before 1972 by the predecessor on or in re- 
spect of exploring or drilling for petroleum or natural 
gas in Canada, and 


(ii) the prospecting, exploration and development ex- 
penses incurred before 1972 by the predecessor in 
searching for minerals in Canada, 


to the extent that such expenses 


(iii) were not deductible by the successor corporation 
in computing its income for a preceding taxation 
year, and were not deductible by the predecessor in 
computing his income for the taxation year in which 
the property so acquired was acquired by the succes- 
sor corporation or his income for a preceding taxa- 
tion year, and 

(iv) would, but for the provisions of paragraphs 
(1)(b), (2)(b), (3)(d), (4)(h) and (24)(d) or any of 
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those paragraphs or this subsection, have been de- 
ductible by the predecessor in computing his income 
for the taxation year in which the property so ac- 
quired was acquired: by the successor corporation, 
and 


(d) of that aggregate, an amount equal to such part of its 
income for the year if no deduction were allowed under 
this section or section 65, 66 or 66.1 of the amended Act, 
(minus the deductions allowed for the year by subsection 
(29) of this section and subsections 66(2) and (7) and 
66.1(5) and sections 112 and 113 of the amended Act), as 
may reasonably be regarded as attributable to 


(i) the disposition of any Canadian resource property 
owned by the predecessor immediately before the ac- 
quisition by the successor corporation of the property 
so acquired, or 


(ii) the production of petroleum or natural gas from 
wells, or the production of minerals from mines, situ- 
ated on property in Canada in respect of which the 
predecessor had, immediately before the acquisition 
by the successor corporation of the property so ac- 
quired, an interest or a right to take or remove petro- 
leum or natural gas or a right to take or remove 
minerals; 


and, in respect of any such expenses included in the ag- 
gregate determined under paragraph (c), no deduction 
may be made under this section by the predecessor in 
computing his income for a taxation year subsequent to 
his taxation year in which the property so acquired was 
acquired by the successor corporation. 


All that portion of subsec. 29(25) preceding para. (c) substituted, 
subpara. 29(25)(d)(i) amended to substitute “Canadian resource 
property” for “property described in any of subparagraphs 
66(15)(c)(i) to (vii) of the amended Act” by 1985, c. 45, subsecs. 
133(1), (2), applicable as to subpara. 29(25)(d)(1) with respect to 
acquisitions occurring in taxation years commencing after 1984 and 
as to the portion of subsec. 29(25) preceding para. (c), with respect 
to acquisitions after 1982 except that with respect to acquisitions 
occurring after 1982 and in a taxation year commencing. before 
1985 the reference to “Canadian resource properties of the prede- 
cessor” shall be read as a reference to “property of the predecessor 
used by him in carrying on that business in Canada”. The portion of 
subsec. 29(25) preceding para. (c) formerly read: 


(25) Property acquired by successor corporation — Not- 
withstanding subsection (24), where a corporation (hereinaf- 
ter in this subsection referred to as the “successor corpora- 
tion”) whose principal business is 


(a) production, refining or marketing of petroleum, petro- 
leum products or natural gas, or exploring or drilling for 
petroleum or natural gas, or 


(b) mining or exploring for minerals, 


has, at any time after 1954, acquired from a person (hereinaf- 
ter in this subsection referred to as the “predecessor’’) whose 
principal business was production, refining or marketing of 
petroleum, petroleum products or natural gas, exploring or 
drilling for petroleum or natural gas, or mining or exploration 
for minerals, all or substantially all of the property of the 
predecessor used by him in carrying on that business in Can- 
ada and (except in the case of winding-up) the predecessor 
and the successor corporation have jointly elected in pre- 
scribed form on or before the day that is the earlier of the 
days on or before which either taxpayer making the election 
is required to file a return of income pursuant to section 150 
of the amended Act for the taxation year in which the transac- 
tion to which the election relates occurred, there may be de- 
ducted by the successor corporation, in computing its income 
for a taxation year, the lesser of 
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All that portion of subsec. 29(25) following para. (b) and preceding 
para. (d), subparas. 29(25)(d)(i), (ii), all that portion of subsec. 
29(25) following para. (d) substituted by 1984, c. 1, subsecs. 
108(1), (2), applicable with respect to acquisitions of property by a 
successor corporation from a predecessor after April 19, 1983; to 
substitute “has, at any time after 1954, acquired from a person” for 
“has, at any time after 1954, acquired from a corporation” and to 
substitute “predecessor” for “predecessor corporation” and “‘preced- 
ing taxation year” for “previous taxation year” wherever those ex- 
pressions appeared. 


Subpara. 29(25)(d)(i) substituted by 1980-81-82-83, c. 48, subsec. 
117(1), applicable to taxation years ending after December 11, 
1979, to substitute “(vii)” for “(vi)”. 


All that portion of subsec. 29(25) preceding para. (c) substituted by 
1979, c. 5, subsec. 69(1), applicable with respect to acquisitions of 
property after November 16, 1978. That portion formerly read: 


(25) Notwithstanding subsection (24), where a corporation 
(hereinafter in this subsection referred to as the “successor 
corporation”) whose principal business is 


(a) production, refining or marketing of petroleum, petro- 
leum products or natural gas, or exploring or drilling for 
petroleum or natural gas, or 


(b) mining or exploring for minerals, 


has, at any time after 1954, acquired from a corporation 
(hereinafter:in this subsection referred to as the “predecessor 
corporation”) whose principal business was production, refin- 
ing or marketing of petroleum, petroleum products or natural 
gas, exploring or drilling for petroleum or-natural gas, or min- 
ing or exploring for minerals, all or substantially all of the 
property of the predecessor corporation used by it in carrying 
on that business in Canada, there may be deducted by the suc- 
cessor corporation, in computing its income for a taxation 
year, the lesser of 


Para. 29(25)(d) substituted by 1977-78, c. 1, subsec. 106(16), appli- 
cable to 1977 et seq. In its application to taxation years ending after 
May 6, 1974 and before 1977, para. (d) shall be deemed to have 
read as follows: 


(d) of that aggregate, an amount equal to such part of its in- 
come for the year if no deduction were allowed under this 
section or section 65, 66 or 66.1 of the amended Act, (minus 
the deductions allowed for the year by subsection (29) of this 
section and subsections 66(2) and (7) and 66.1(5)\‘and sec- 
tions 112 and 113 of the amended Act), as may reasonably be 
regarded as attributable to the production of petroleum or nat- 
ural gas from wells, or the production of minerals from 
mines, situated on property in Canada from which the prede- 
cessor corporation had, immediately before the acquisition by 
the successor corporation of the property so acquired, a right 
to take or remove petroleum or natural gas or a right to take 
or remove minerals;. 


Para. (d) formerly read: 


(d) of that aggregate, an amount equal to such part of its in- 
come for the year 


(1) if no deduction were allowed under section 65 of the 
‘amended Act, and 


(ii) if no deduction were allowed under this section or 
section 66 of the amended Act, 


(minus any deductions allowed for the year by subsection 
(29) of this section, subsections 66(2) and (7) of the amended 
Act and sections 112 and 113 of the amended Act), as may 
reasonably be regarded as attributable to the production of pe- 
troleum or natural gas from wells, or the production of miner- 
als from mines, situated on property in Canada from which 
the predecessor corporation had, immediately before the ac- 
quisition by the successor corporation of the property so ac- 
quired, a right to take or remove petroleum or natural gas or a 
right to take or remove minerals. 
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Interpretation — “obliged to acquire or dispose of 
property or to acquire control of a corporation”: 1987, c. 
46, s. 72 reads as follows: 


72. For the purposes of this Act, a person shall be considered 
not to be obliged either to acquire or dispose of property or to 
acquire control of a corporation, as the casé may be, if the 
person may be excused from performing the obligation as a 
result of changes to the [/ncome Tax Act] affecting acquisi- 
tions or dispositions of property or acquisitions of control of 
corporations. 


Forms: T2010: Election to deduct resource expenses upon acquisi- 
tion of resource property by a corporation. 


(25.1) Definitions — For the purposes of subsec- 
tion (25), the terms “Canadian resource property”, 
“original owner’, “predecessor owner” and “produc- 
tion” have the same meanings assigned by subsec- 
tion 66(15) of the amended Act. 


Pre-RSC History: Subsec. 29(25.1) added by 1987, c. 46, subsec. 
73(1), applicable to taxation years ending after February 17, 1987. 


(26) Processing or fabricating corporation — 
A reference in subsection (3), (21), (24) or (25) to a 
corporation whose principal business is mining or 
exploring for minerals shall, for the purposes of this 
section, be deemed to include a reference to a corpo- 
ration whose principal business is 


(a) processing mineral ores for the purpose of re- 
covering metals therefrom, 


(b) a combination of 


(i) processing mineral ores for the purpose of 
recovering metals therefrom, and 


(i1) processing metals recovered from the ores 
SO processed, or 


(c) fabricating metals, 


but in applying the provisions of this section to any 
such corporation the references, respectively, in sub- 
sections (3), (21), (24). and (25) to the years 1952, 
1953. and 1954 shall be read as a reference in each 
case to the year 1956. 


(27) Meaning of “drilling and exploration ex- 
penses” — For the purposes of this section, “drill- 
ing and exploration expenses” incurred on or in re- 
spect of exploring or drilling for petroleum or natural 
gas in Canada include expenses incurred on or in re- 
spect of 


(a) drilling or converting a well for the disposal 
of waste liquids from a petroleum or natural gas 
well in Canada; 


(b) drilling for water or gas for injection into a 
petroleum or natural gas formation in Canada; 
and 


(c) drilling or converting a well for the injection 
of water or gas to assist in the recovery of petro- 
leum or natural gas from another well in Canada. 
Pre-RSC History: All that portion of subsec. 29(27) preceding 
para. (a) amended to substitute the heading “Meaning of “drilling 
and exploration expenses” ” for “Extended meaning of “drilling and 
exploration expenses” ” and to substitute “For the purposes of this 
section” for “For the purposes of this section and subsection 34(3)”, 
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by 1985, c. 45, subsec. 133(3), applicable with respect to acquisi- 
tions after 1982. 


(28) Deduction from expenses — For the pur- 
poses of this section, there shall be deducted in 
computing 

(a) drilling and exploration expenses incurred by 


a taxpayer on or in respect of exploring or drill- 
ing for petroleum or natural gas in Canada, and 


(b) prospecting, exploration and development ex- 
penses incurred by a taxpayer in searching for 
minerals in Canada, 


any amount paid to the taxpayer before 1972 under 
the Northern. Mineral Exploration Assistance Regu- 
lations made under an appropriation Act that pro- 
vides for payments in respect of the Northern Min- 
eral Grants Program, and there shall be included in 
computing such expenses any amount, except an 
amount in respect of interest, paid by the taxpayer 
before 1972 under those Regulations to Her Majesty 
in right of Canada. 


Pre-RSC History: All that portion of subsec. 29(28) preceding 
para. (a) substituted by 1985, c. 45, subsec. 133(4), applicable with 
respect to acquisitions after 1982. That portion formerly read: 


(28) Extended meaning of drilling and exploration 
expenses and_ prospecting, exploration and 
development expenses — For the purposes of this section 
and subsection 34(3), there shall be deducted in computing 


(29) [Repealed under former Act] 


Pre-RSC History: Subsec. 29(29) repealed by 1987, c. 46, subsec. 
73(2), applicable to taxation years ending after February 17, 1987. 
Subsec. (29) formerly read: 


(29) Property acquired by second successor corpora- 
_tion — Notwithstanding subsection (24), where a corporation 
(in this subsection referred to as the “second successor corpo- 
ration”) whose principal business is of the class described in 
subsection (4) has at any time after April 10, 1962 acquired, 
by purchase, amalgamation, merger, winding-up or otherwise 
(other than’ pursuant to an amalgamation that is described in 
subsection 87(1.2) of the amended Act or a winding-up to 
which the rules in subsection 88(1) of the amended Act ap- 
ply) from another corporation (in this subsection referred to 
as the “first successor corporation”) that was a successor cor- 
poration, within the meaning of subsection (25), all or sub- 
stantially all of the Canadian resource properties of the first 
successor corporation and (except in the case of an amalga- 
mation or a winding-up) the first successor corporation and 
the second successor corporation have jointly elected in pre- 
scribed form on or before the day that is the earlier of the 
days on or before which either taxpayer making the election 
is required to file a return of income pursuant to section 150 
of the amended Act for the taxation year in which the transac- 
tion to which the election relates occurred, there may be de- 
ducted by the second successor corporation in computing its 
income for a taxation year the lesser of 


(a) the aggregate determined by adding the expenses re- 
ferred to in subparagraphs (25)(c)(i) and (ii) for the pur- 
pose of determining the deduction allowable to the first 
successor corporation under subsection (25) in comput- 
ing its income for a previous taxation year, to the extent 
that such expenses 


(i) were not deductible by the second successor cor- 
poration in computing its, or by any other person in 
computing his income for a previous taxation year, 
and were not deductible by the first successor corpo- 
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ration in computing its income for the taxation year 
in which the property so acquired was acquired by 
the second successor corporation, and 


(ii) would, but for the provisions of paragraph 
(25)(d), have been deductible by the first successor 
corporation in computing its income for the taxation 
year in which the property so acquired was acquired 
by the second successor corporation, and 


(b) of that aggregate, an amount equal to such part of its 
income for the year if no deduction were allowed under 
this section or section 65, 66 or 66.1 of the amended Act, 
(minus the deductions allowed for the year by subsection 
66(2) and sections 112 and 113 of the amended Act), as 
may reasonably be regarded as attributable to 


(1) the disposition of any Canadian resource property 
owned by the predecessor of the first successor cor- 
poration within the meaning of subsection (25), im- 
mediately before the acquisition by the first succes- 
sor corporation of the property so acquired by the 
second successor corporation, and 


(ii) the production of petroleum or natural gas from 
wells, or the production of minerals from mines, situ- 
ated on property in Canada in respect of which the 
predecessor of the first successor corporation, within 
the meaning of subsection (25); had, immediately 
before the acquisition by the first successor corpora- 
tion of the property so acquired by the second suc- 
cessor corporation, an interest or a right to take or 
remove petroleum or natural gas or a right to take or 
remove minerals; 


and, in respect of any expense included in the aggregate re- 
ferred to in paragraph (a), no deduction may be made under 
this section by the first successor corporation in computing its 
income for a taxation year subsequent to its taxation year in 
which the property so acquired was acquired by the second 
successor corporation. 


All that portion of subsec. 29(29) preceding para. (a) substituted and 
subpara. 29(29)(b)(i) amended to substitute “Canadian resource 
property” for “property described in any of subparagraphs 
66(15)(c)() to (vii) of the amended Act”, by 1985, c. 45, subsecs. 
133(5), (6) applicable as to subpara. 29(29)(b)(i) with respect to ac- 
quisitions occurring in taxation years commencing after 1984 and as 
to that portion of subsec. 29(29) preceding para. (a) with respect to 
acquisitions after 1982 except that with respect to acquisitions oc- 
curring after 1982 and in a taxation year commencing before 1985 
the reference to “Canadian resource properties of the first successor 
corporation” shall be read as a reference to “property of the first 
successor corporation used by it in carrying on in Canada its princi- 
pal business”. That portion of subsec. 29(29) preceding para. (a) 
formerly read: 


(29) Property acquired by second successor corpora- 
tion — Notwithstanding subsection (24), where a corporation 
(hereinafter in this subsection referred to as the “second suc- 
cessor corporation”) whose principal business is of the class 
described in subsection (4) has, at any time after April 10, 
1962, acquired from a corporation (hereinafter in this subsec- 
tion referred to as the “first successor corporation’) that was a 
successor corporation within the meaning of subsection (25) 
all or substantially all of the property of the first successor 
corporation used by it in carrying on in Canada its principal 
business, and (except in the case of a winding-up) the first 
successor corporation and the second successor corporation 
have jointly elected in prescribed form on or before the day 
that is the earlier of the days on or before which either tax- 
payer making the election is required to file a return of in- 
come pursuant to section 150 of the amended Act for the tax- 
ation year in which the transaction to which the election 
relates occurred, there may be deducted by the second succes- 
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sor Corporation, in computing its income for a taxation year, 
the lesser of 


Subpara. 29(29)(a)(1) substituted by 1984, c. 1, subsec. 108(3), ap- 
plicable with respect to acquisitions of property by a successor cor- 
poration from a paayprons. after April 19, 1983. Subpara. (a)(i) 
formerly read: 


(i) were not deductible by the second successor corporation or 
any other corporation in computing its income for a previous 
taxation year, and were not deductible. by the first. successor 
corporation in computing its.income for the, taxation year in 
which the property so acquired nt the second successor cor- 
poration, and 


Subpara. 29(29)(b)(i) substituted by 1980-81-82-83, c. 48, subsec. 
117(2), applicable to taxation years ending after December 11, 
1979, to substitute “(vil)” for “(vi)”. 


All that portion of subsec: 29(29) preceding para. (a) substituted by 


1979, c. 5, subsec. 69(2), applicable with respect to acquisitions of 


property after November 16, 1978. That portion formerly read: 


(29) Notwithstanding subsection (24), where a corporation 
(hereinafter in this subsection referred to as the “second suc- 
cessor corporation”) whose principal business is of the class 
described in subsection (4) has, at any time after April 10, 
1962, acquired from a corporation (hereinafter in this subsec- 
tion referred to as the “first successor.corporation”’) that was a 
successor corporation within the meaning of subsection (25) 
all or substantially all of the property of the first successor 
corporation used by it in carrying on in Canada its principal 
business, there may be deducted by the second successor cor- 
poration, in computing its income for a taxation year, the 
lesser of 


All that portion of subsec. 29(29) following para. (a) substituted by 
1977-78, .c. 1, subsec. 106(17),.applicable to 1977 et seq. In its ap- 
plication to taxation years ending after May 6, 1974 and before 
1977, all that portion of subsec, 29(29) following para. (a) shall be 
deemed to have read as follows: 


(b) of that aggregate, an amount equal to‘such part of its 
income for the year if no deduction were allowed under 
this section or section 65, 66 or 66.1 of the amended Act, 
(minus the deductions allowed for the year by subsection 
66(2) and sections 112 and 113 of the amended Act),. as 
may reasonably be regarded as attributable to the produc- 
tion of petroleum or natural gas from wells, or the pro- 
duction of minerals from mines, situated on property in 
Canada from which the predecessor of the first successor 
corporation, within the meaning of subsection (25), had, 
immediately before the acquisition by the first successor 
corporation of the property so acquired by the second 
successor corporation, a right to take or remove petro- 
leum or natural gas or a right to take or remove minerals; 


and, in respect of any expense included in the aggregate re- 
ferred to in paragraph (a), no deduction may be made under 
this section by the first successor corporation in computing its 
income for a taxation year subsequent to its taxation year in 
which the property so acquired was acquired by the second 
successor corporation. 


That portion formerly read: 


(b) of that aggregate, an amount equal to such part of its in- 
come for the year 


(1) if no deduction were allowed under section 65 or 66 of 
the amended Act, and 


(ii) if no deduction were allowed under this section or 
section 66 of the amended Act, 


(minus any deductions allowed for the year by subsection 
66(2) of the amended Act and sections 112 and 113 of the 
amended Act), as may reasonably be regarded as attributable 
to the production of petroleum or natural gas from wells, or 
the production of minerals from mines, situated on property 
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in Canada from which the predecessor of the first successor 
corporation, within the meaning of subsection (25), had, im- 
mediately before the acquisition by the first successor corpo- 
ration of the property so acquired by the second successor 
corporation, a right to take or remove petroleum or natural 
gas or a right to take or remove minerals; 


and, in respect of any such expenses included in the aggregate 
determined under paragraph (a), no deduction may be made 
under this section by the first successor corporation in com- 
puting its income for a taxation year subsequent to its taxa- 
tion year in which the property so acquired was acquired by 
the second successor corporation. 


(30) Inclusion in “drilling and exploration ex- 


penses” — For the purposes of this section, “drill- 


ing and exploration expenses” incurred on or in re- 
spect of exploring or drilling for petroleum or natural 
gas in Canada include an annual payment made for 
the preservation of a right, licence or privilege de- 
scribed in subsection (14). 

Pre-RSC History: Subsec. 29(30) amended to substitute “For the 
purposes of this section” for “For the purposes of this section and 
subsection 34(3)” by 1985, c. 45, subsec. 133(7), applicable with 
respect, to acquisitions after 1982. 


(31) General limitation — Where a corporation, 
association, partnership or syndicate has incurred ex- 
penses the deduction of which from income is au- 
thorized under more than one provision of this sec- 
tion, it is. not entitled to make the deduction under 
more than one provision but is entitled to select the 
provision under which to make the deduction. 


(32) Deduction for provincial tax — Where a 
corporation whose principal business is production, 
refining or marketing of petroleum, petroleum prod- 
ucts or natural gas or exploring or drilling for petro- 
leum or natural gas could have deducted an amount 
in respect of expenditures of the corporation in con- 
nection with exploration or drilling for petroleum or 
natural gas incurred in a preceding taxation year 
from the tax payable under a provincial statute for 
the 1952 or a subsequent taxation year if the provin- 
cial statute were applicable to that year, the corpora- 
tion may deduct from the tax otherwise payable by it 
under Part I of the amended Act for the year an 
amount not exceeding the amount that would have 
been so deductible. 


(33) Definition of “provincial statute” — For 
the purposes of subsection (32), “provincial statute” 
means a statute imposing a tax on the incomes of 
corporations enacted by the legislature of a province 
in 1949 and, for the purpose of that subsection, an 
amount deductible thereunder for one year shall, for 
the purpose of computing the deduction for a subse- 
quent year, be deemed to have been deductible under 
the provincial statute. 


(34) Expenses deductible under certain 
enactments deemed not otherwise deducti- 
ble — Where expenses are or have been, under this 
section, section 8 of the Income War Tax Act, section 
16 of chapter 63 of the Statutes of Canada, 1947, 
section 16 of chapter 53 of the Statutes of Canada, 
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1948, section 53 of chapter 25 of the Statutes of 
Canada, 1949 (Second Session) or section 83A of 
the former Act, deductible from or in computing a 
taxpayer’s income, or where any amount is or has 
been deductible in respect of expenses under any of 
those provisions from taxes otherwise payable, it is 
declared that no amount in respect of the same ex- 
penses is or has been deductible under any other au- 
thority in computing the income or from the income 
of that taxpayer or any other taxpayer for any taxa- 
tion year. 


Related Provisions [ITAR 29]: ITA 87(1.2) — New corporation 
deemed continuation of predecessor. 


30. (1), (2) [Repealed under former Act] 


(3) Reference to this Act in amended Act — In 
subsection 66(14) of the amended Act, “any amount 
deductible under the Income Tax Application Rules” 
in respect of that subsection means any amount de- 
ductible under section 29 of this Act. 


Pre-RSC History: Subsec. 30(1) repealed by 1987, c. 46, s. 74, 
applicable to taxation years ending after February 17, 1987. Subsec. 
(1) formerly read: 


30. (1) References in amended Act to Income Tax 
Application Rules, 1971 —In subsections 66(6) and (7), 
66.1(4) and (5), 66.2(3) and (4), 66.4(3) and (4) and 96(1) of 
the amended Act, 


(a) “the Income Tax Application Rules, 197] in respect of 
this paragraph” means the provisions of section 29 of this 
Act; 


(b) “the provisions of the Income Tax Application Rules, 
1971 allowing a deduction” for the purposes of 
paragraphs 66(6)(b) and 66.1(4)(b) thereof means the 
provisions of subsections 29(25) and (29) of this Act; and 


(c) “the provisions of the Income Tax Application Rules, 
1971 allowing a deduction” for the purposes of 
paragraphs 66(7)(b) and 66.1(5)(b) thereof means the 
provisions of subsection 29(29) of this Act. 


All that portion of subsec. 30(1) preceding para. (b) substituted by 
1980-8 1-82-83, c. 48, s. 118, applicable to taxation years ending af- 
ter December 11, 1979. That portion formerly read: 


30. (1) References in amended Act to Income Tax 
Application Rules, 1971 relating to exploration and 
development expenses — In subsections 66(6) and (7), 
66.1(4) and (5) and 66.2(3) and (4) of the amended Act, 


(a) “the Income Tax Application Rules, 1971” in respect 
of paragraphs 66(6)(b) and (7)(b), 66.1(4)(b) and (5)(b) 
and 66.2(3)(b) and (4)(b) of the amended Act means the 
provisions of section 29 of this Act; 


Subsec. 30(1) substituted, subsec. (2) repealed by 1977-78, c. 1, s. 
107, applicable to taxation years ending after May 6, 1974. Subsecs. 
(1), (2) formerly read: 


30. (1) In subsection 66(3) of the amended Act, “the amount 
of any deduction allowed by the Income Tax Application 
Rules, 1971” in respect of subparagraph (b)(ili) thereof in 
computing the income for a taxation year of a taxpayer who is 
an individual or a corporation other than a principal business 
-corporation, means the amount deductible in computing the 
income of the taxpayer for the year under section 29 of this 
Act 
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(2) Idem — In subsections 66(6) and (7) of the amended Act, 


(a) “the Income Tax Application Rules, 1971” in respect 
of paragraphs 66(6)(b) and 66(7)(b) of the amended Act 
means the provisions of section 29 of this Act; 


(b) “the provisions of the Income Tax Application Rules, 
1971 allowing a deduction” for the purposes of paragraph 
66(6)(b) thereof means the provisions of subsections 
29(25) and (29) of this Act; and 


(c) “the provisions of the Jncome Tax Application Rules, 
1971 allowing a deduction” for the purposes of paragraph 
66(7)(b) thereof means the provisions of subsection 
29(29) of this Act. 


31. Application of section 67 of amended 
Act — In respect of any outlay or expense made or 
incurred by a taxpayer before 1972, section 67 of the 
amended Act shall be read without reference to the 
words “in respect of which any amount is”. 


32. (1) Application of para. 69(1)(a) of 
amended Act— Paragraph 69(1)(a) of the 
amended Act does not apply to deem a taxpayer by 
whom anything was acquired at any time before 
1972 to have acquired it at its fair market value at 
that time, unless, if subsection 17(1) of the former 
Act had continued to apply, that fair market value 
would have been deemed to have been paid or to be 
payable therefor for the purpose of computing the 
taxpayer’s income from a business. 


(2) Application of para. 69(1)(b) of amended 
Act — Paragraph 69(1)(b) of the amended Act does 
not apply to deem a taxpayer by whom anything was 
disposed of at any time before the 1972 taxation year 
to have received proceeds of disposition therefor 
equal to its fair market value at that time. 


(3) Application of para. 69(1)(c) of amended 
Act — For greater certainty, paragraph 69(1)(c) of 
the amended Act applies to property acquired by a 
taxpayer before, at or after the end of 1971. 


32.1 (1)-(3.2) [Repealed under former Act] 


(4) Capital dividend account — Where a divi- 
dend became payable, or was paid if that time was 
earlier, by a corporation in a taxation year at a partic- 
ular time that was before May 7, 1974, for the pur- 
pose of computing the corporation’s capital dividend 
account immediately before the particular time, all 
amounts each of which is an amount in respect of a 
capital loss from the disposition of property in the 
taxation year and before the particular time shall be 
deemed to be nil. 


(5), (6) [Repealed under former Act] 


Pre-RSC History [ITAR 32.1]: Subsecs. 32.1(3)-(3.2), (5), (6) 
repealed by 1985, c. 45, s. 134. Subsecs. (3)-(3.2), (5), (6) formerly 
read: 


(3) Late filed elections — Where at any particular time 
before 1975 a dividend has become payable by a corporation 
to shareholders of any class of shares of its capital stock, and 
subsection 83(1) or (2) of the amended Act would have ap- 
plied to the dividend except that the election referred to 
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Subsec. 32.1 (3). substituted, .subsecs. 32.1(3.1), (3.2) added’ by 
1976-77, c. 4, s..81, applicable in respect of dividends that became 


therein was not made on or before the day on or before which 
the election was required by that subsection to be made, the 


election shall be deemed to have been made at the particular 
time or on the first day on which any part of the dividend was 
paid, whichever is the earlier, if 


(a) the election is made in prescribed manner and pre- 
scribed form; and 


(b) an estimate of the penalty, if any, in respect of that 
election is paid by the corporation when that election is 
made. 


(3.1) Request for election — The Minister may at any time, 
by written request served personally or by registered mail, re- 
quest that an election referred to in subsection (3) be made by 
a taxpayer, and where the taxpayer on whom such a request is 
served does not comply therewith within 90 days of service 
thereof on him, subsection (3) does not apply to such an elec- 
tion made by him. 


(3.2) Penalty — For the purposes of subsection (3), the pen- 
alty in respect of an election referred to in that subsection is 
an amount equal to the lesser of 


(a) 1% per annum of the amount of the dividend referred 
to in the election for the period commencing on July 1, 
1975 and ending with the day on which that election was 
made, and 


(b) the product obtained when $500 is multiplied by the 
proportion that the number of months or parts of months 
during the period referred to in paragraph (a) bears to 12. 


(5) Late-filed section 85 elections — Where an election re- 
ferred to in subsection 85(6) of the amended Act was not 
made on or before the day on or before which the election 
was required by that subsection tobe made and that day is 
before May 7, 1974, the election shall be deemed to have 
been made on that day if it is made in prescribed manner and 
prescribed form on or before June 30, 1975. 


(6) Late-filed subsection 97(2) and 98(3) elections — 
Where an election referred to in subsection 96(4) of the 
amended Act was not made on or before the day on or before 


which the election was required by that subsection to be made - 


and that day is before May 7, 1974, the election shall be 
deemed to have been made on that day if it is made in pre- 
scribed manner and prescribed form on or before June 30, 
1975, 


payable before 1975. Subsec. (3) formerly read: 


(3) Where at any particular time before 1975 a dividend-has. 
become payable by a corporation to shareholders of any class 
of shares of its capital stock, and subsection 83(1) or (2) of 
the amended Act would have applied to the dividend except 
that the election referred to therein was not made on or before 
the day on or before which the election was required by that 
subsection to be made, the election shall be deemed to have 
been made at the particular time or on. the first day on which 
any part of the dividend was paid, whichever is the earlier, if 
the election is made in prescribed manner and prescribed 
form on or before June 30, 1975. 


Subsecs. 32.1(3)-(6) added by 1974-75-76, c. 26, s. 134. 
S. 32.1 added by 1973-74, c..14, s. 77. 


33. [Repealed under former Act]. 


Pre-RSC History: S. 33 eee by 1985, c. 45,'s. 135. 8/33 
formerly read: 


33. (1) Deemed dividends — For the purpose of determin- 
ing whether or not, as a result of a transaction done or ef- 
fected before 1972 by a corporation resident in Canada part 
of whose 1972 taxation year is before and part of which is 
after the commencement of 1972, a taxpayer is deemed to 
have received a dividend from the corporation, 


(a) except as otherwise provided in paragraph (c), the 
provisions of the amended Act are not applicable, 


(b) the provisions of the former Act are applicable, and 


(c) where the transaction was done or effected in the cor- 
poration’s 1972 taxation year, for the purposes of para- 
graph (b) the corporation’s undistributed income on hand 
at the time of the transaction shall be deemed to be an 
amount equal to the amount that its 1971. undistributed 
income on hand, within the meaning assigned by section 
196 of the amended Act, would be immediately before 
the transaction if subsection 196(4) thereof were read 


(1) without reference to the words “‘after 1971”, 
(ii) without reference to paragraph (c) thereof, 


(iii) as if the reference in paragraph (d) thereof to “as 
of the end of 1971” were read as a reference to “im- 
mediately before the particular time’, and 


(iv) as if subparagraphs (e)() and (ii) thereof read as 


Subsecs. 32.1(1), (2) repealed by 1977-78, c. 1, s. 108, applicable in 
respect of dividends that became payable after April 1973. Subsecs. 
(1), (2) formerly read: 


follows: 


“(i) dividends paid by the corporation after its 
‘1971 taxation year and before the Se 


32.1 (1) Election respecting surplus — For the purposes of 
applying subsection 83(1) or 131(1) of the amended Act toa 
dividend that became payable by a corporation in 1972, 
where the directors or other person or persons legally entitled 
to administer the affairs of the corporation have, before the 
dividend became payable, authorized the making of an elec- 
tion under subsection 83(1) or 131(1), as the case may be, in 
respect of the full amount of the dividend, the words “at or 
before the particular time or the first day on which any part of 
the dividend was paid if that day is earlier than the particular 
time” in subsection 83(1) or 131(1), as the case may be, shall 
be read as “at any time before May 1, 1973”. 


(2) Idem — For the purposes of section 64.3 of this Act, the 
election referred to in subsection (1) shall, if made before 
May 1, 1973, be deemed to have been made at the time the 
dividend, in respect of which that election was made, became 
payable or on the first day on which any part of that dividend 
was paid if that day was earlier. 
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time, and 


(1i) dividends deemed to have been received 
by its shareholders in that period and before 
the particular time,”. 


(2) Idem — Where a corporation (other than a corporation 
that was, by virtue of an amalgamation within the meaning 
assigned by section 85] of the former Act, a new corporation) 
was incorporated in 1971 and its 1972 taxation year was its 
first taxation year, for the purposes of computing its paid-up 
capital deficiency (within the meaning assigned by paasrere 
89(1)(d) of the amended Act) at any time, 


(a) the references in subparagraphs 89(1)(d)(v) and 
89(1)()(v) of the amended Act to “1971” shall be read as 
references to “1972”, and 


(b) paragraph 89(1)(h) of the amended Act is applicable 
mutatis mutandis. for the purpose of computing its tax eq- 
uity at the end of its 1972 taxation year. 


Part I— Income Tax Application Rules, 1971 


34. (1) Amalgamations — Notwithstanding sec- 
tion 9, subsections 851(1) and (2) of the former Act 
continue to apply with such modifications as, in the 
circumstances, are necessary by virtue of this Act, in 
respect of any amalgamation of two or more corpo- 
rations before 1972. 


(2), (3) [Repealed under former Act] 


Pre-RSC History: Subsecs. 34(2), (3) repealed by 1985, c. 45, 
subsec. 136(1). Subsecs. (2), (3) formerly read: 


(2) ldem — Where there has been an amalgamation of two or 
more corporations before 1972 and the first taxation year of 
the new corporation is its 1972 taxation year, the following 
rules apply: 


(a) for the purposes of paragraph 196(4)(a) of the 
amended Act the amount determined thereunder in re- 
spect of the new corporation shall be deemed to be the 
aggregate of amounts each of which is the amount deter- 
mined thereunder in respect of each predecessor 
corporation; « 


(b) for the purposes of computing the 1971 capital sur- 
plus on hand of the new corporation at any time, there 
shall be added to the aggregate of the amounts deter- 
mined under subparagraphs 89(1)(1)(ii) to (iv) of the 
amended Act the amount, if any, by which 


(i) the aggregate of amounts each of which is the 
1971 capital surplus on hand, if any, of a predecessor 
corporation immediately before the amalgamation 


exceeds 


(ii) the aggregate of amounts each of which is the 
paid-up capital deficiency, if any, of a predecessor 
corporation immediately before the amalgamation; 
and 


(c) for the purposes of computing the paid-up capital de- 
ficiency of the new corporation at any time, there shall be 
added to the aggregate of the amounts determined under 
subparagraphs 89(1)(d)(i) to (iv) of the amended Act the 
amount, if any, by which 


(i) the aggregate of amounts each of which is the 
paid-up capital deficiency, if any, of a predecessor 
corporation immediately before the amalgamation 


exceeds 


(ii) the aggregate of amounts each of which is the 
1971 capital surplus on hand, if any, of a predecessor 
corporation immediately before the amalgamation. 


(3) ldem — Where there has been an amalgamation of two or 
more corporations after 1957 and the principal business of the 
new corporation is 


(a) production, refining or marketing of petroleum, petro- 
leum products or natural gas, or exploring or drilling for 
petroleum or natural gas, 


(b) mining or exploring for minerals, 


(c) processing mineral ores for the purpose of recovering 
metals therefrom, 


(d) a combination of processing mineral ores for the pur- 
pose of recovering metals therefrom and processing met- 
als recovered from the ores so processed, or 


(e) fabricating metals, 


there may be deducted by the new corporation in computing 
its income for a taxation year the aggregate of the following 
amounts in respect of expenses incurred by predecessor cor- 
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porations, namely, in respect of each individual predecessor 
corporation, the amount that is the lesser of 


(f) the aggregate of 


(i) the drilling and exploration expenses, including 
all general geological and geophysical expenses, in- 
curred by the predecessor corporation before 1972 on 
or in respect of exploring or drilling for petroleum or 
natural gas in Canada, and 


(ii) the prospecting, exploring and seveioneveitce eX- 
penses incurred by the predecessor corporation 
before 1972 in searching for minerals in Canada, 


to the extent that such expenses 


(ili) were not deductible by the new corporation in 
computing its income for a previous taxation year, 
and: were not deductible by the predecessor corpora- 
tion.in computing its. income for its last taxation year 
or its income for a previous taxation year, and 


(iv) would, but for any of paragraphs 29(1)(b), 
(2)(b), (3)(d) and (4)(h) of this Act or paragraph 
66(1)(b) of the amended Act, have been deductible 
by the predecessor corporation in computing its. in- 
come for its last taxation year, and 


(g) of the aggregate determined under paragraph (f), an 
amount equal to such part of the income of the new cor- 
poration for the year 


(i) if no deduction were allowed under section 29 of 
this Act or section 65, 66 or 66.1 of the amended 
Act, and 


(ii) if no deduction were allowed under this section 
or subsection 87(6) of the amended Act in its appli- 
cation to amalgamations occurring after 1971 and 
before May 7, 1974, 


(minus the deductions allowed a the year by subsection 
66(2) and sections 112 and 113 of the amended Act), as 
may reasonably be regarded as attributable to the produc- 
tion of petroleum or natural gas from wells, or the pro- 
duction of minerals from mines, situated on property. in 
Canada from which the predecessor corporation had, im- 
mediately before the amalgamation, a right to take or re- 
move petroleum or natural gas or a right to take or_re- 
move minerals; . 


and no amount in respect of expenses of the predecessor cor- 3 
poration included in the aggregate determined under para- 
graph (f) shall, where subsection 192(15) of the amended Act 
is being applied to determine, for the purposes of paragraph 
87(2)(gg) of the amended Act, the designated surplus of the 
predecessor corporation immediately before the amalgama- 
tion, be included in the amount or amounts deductible under 
any paragraph of subsection 192(15) thereof. — 


Para. 34(3)(g) substituted by 1977-78, c. 1, s. 109, applicable to tax- 
ation years ending after May 6, 1974. Para. (g) formerly read: 


(g) of the aggregate determined under paragraph (f), an 
amount equal to such part of the income of the new corpora- 
tion for the year 


(i) if no deduction were allowed under section 29 of this 
Act or under section 65 or 66 of the amended Act, and 


(ii) if no deduction were allowed under this section or 
subsection 87(6) of the amended Act, 


(minus any deductions allowed for the year by sections 112 
and 113 of the amended Act), as may reasonably be regarded 
as attributable to the production of petroleum or natural gas 
from wells, or the production of minerals from mines, situ- 
ated on property in Canada from which the predecessor cor- 
poration had, immediately before the amalgamation, a right to 
take or remove petroleum or natural gas or a right to take or 
remove minerals; 
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(4) Idem — In applying the provisions of subsection 
29(25) to determine the amount that may be de- 
ducted by the successor or second successor corpora- 
tion, as the case may be, in computing its income 
under Part I of the amended Act for a taxation year, 
where a predecessor corporation has paid an amount 
(other than a rental or royalty) to the government of 
Canada or a province for 


(a) the right to explore for petroleum or natural 
gas on a specified parcel of land in Canada 
(which right is, for greater certainty, declared to 
include a right of the type commonly referred to 


as a “licence”, “permit” or “‘reservation’’), or 


(b) a legal lease of the right to take or remove 
petroleum or natural gas from a specified parcel 
of land in Canada, 


and before April 11, 1962 acquired the rights in re- 
spect of which the amount was so paid, if, before the 
predecessor corporation was entitled because of sub- 
section 29(21) to any deduction in computing its in- 
come for a taxation year in respect of the amount so 
paid, the property of the predecessor corporation was 
acquired by the successor or second successor corpo- 
ration, as the case may be, and at any time, before 
any well came into production in reasonable com- 
mercial quantities on the land referred to in para- 
graph (a) or (b), the successor or second successor 
corporation, as the case may be, surrendered all the 
rights so acquired by the predecessor corporation 
(including, in respect of a right of the kind described 
in paragraph (a), all rights thereunder to any lease 
and all rights under any lease made thereunder) with- 
out receiving any consideration therefor or payment 
of any part of the amount so paid by the predecessor 
corporation, the amount so paid by the predecessor 
corporation shall be added at that time to the amount 
determined under subparagraph 29(25)(c)(i). 
Pre-RSC History: Subsec. 34(4) substituted by 1985, c. 45, sub- 
sec. 136(2), applicable with respect to acquisitions after 1982. Sub- 
sec. (4) formerly read: 
(4) Application of ss. (3) — In applying the provisions of 
subsection (3) to determine the amount that may be deducted 
by the new corporation in computing its income under Part I 
of the amended Act for a taxation year, where a predecessor 


corporation has paid an amount (other than a rental or roy- 
alty) to the government of Canada or of a province for 


(a) the right to explore for petroleum or natural gas on a 
specified parcel of land in Canada (which right is, for 
greater certainty, declared to include a right of the type 


commonly referred to as a “licence”, “permit” or “reser- 
vation’), or 


(b) a legal lease of the right to take or remove petroleum 
or natural gas from a specified parcel of land in Canada, 


and acquired the rights, before April 11, 1962, in respect of 
which the amount was so paid, if, before the predecessor cor- 
poration was entitled, by virtue of subsection 29(21), to any 
deduction in computing its income for a taxation year in re- 
spect of the amount so paid, the property of the predecessor 
corporation was acquired by the new corporation and the new 
corporation did, before any well came into production in rea- 
sonable commercial quantities on the land referred to in para- 
graph(a) or (b), surrender all the rights:so acquired by the 
predecessor corporation (including, in respect of a right of the 
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kind described in paragraph (a), all rights thereunder to any 
lease and all rights under any lease made. thereunder) without 
receiving any consideration therefor or payment of any part 
of the amount so paid by the predecessor corporation, the 
amount so paid by the predecessor corporation shall be added 
to the amount determined under paragraph (3)(f). 


(5), (6) [Repealed under former Act] 

Pre-RSC History: Subsecs. 34(5), (6) repealed by 1985, c. 45, 

subsec, 136(2), applicable with respect to acquisitions after 1982. 

Subsecs. (5), (6) formerly read: 
(5) Tax payable — Where there has been an amalgamation 
of two or more corporations before 1972 and the first taxation 
year of the new corporation is its 1972 taxation year, if any 
amount is required by paragraph 851(2)(k) of the former Act 
to be added to the amount determined under paragraph 
82(1)(a) of the former Act from which the aggregate of the 
amounts referred to in subparagraphs (1) to (vii) thereof was 
required to be subtracted, the new corporation shall, on or 
before the day on or before which it is required to file a return 
of its income under Part I of the amended Act for its 1972 
taxation year, pay a tax equal to 20% of the amount, if any, 
by which 

(a) the aggregate of all amounts so required to be added, 

exceeds 


(b) the value of the assets of the new corporation (other 
than goodwill) less the liabilities of the new corporation 
(other than any liability for tax under this subsection), 
immediately after the amalgamation. 
(6) Paid-up capital deemed liability — For the purpose of 
paragraph (5)(b), the amount of the paid-up capital of a cor- 
poration at a particular time with respect to any class of 
shares other than common shares shall be deemed to be a lia- 
bility of the corporation at that time. 


(7) Definition of “amalgamation” — In this sec- 
tion, “amalgamation” has the meaning assigned by 
section 85I of the former Act. 


(8) [Repealed under former Act] 
Pre-RSC History: Subsec. 34(8) repealed by 1985, c. 45, subsec. 
136(3). Subsec. (8) formerly read: 


(8) Provisions applicable to ss. (5) — Sections 151, 152 
and 162 to 167 and Division J of Part I of the amended Act 
are applicable mutatis mutandis to subsection (5). 


Interpretation Bulletins [ITAR 34]: IT-60R2: 1971 undistrib- 
uted income on hand. : 


35. (1) Foreign affiliates — Section 26 does not 
apply in determining for the purposes of section 91 
of the amended Act the amount of any taxable capi- 
tal gain or allowable capital loss of a foreign affiliate 
of a taxpayer. 


(2) Idem — Any corporation that was a foreign af- 
filiate of a taxpayer on January 1, 1972 shall be 
deemed, for the purposes of subdivision i of Division 
B of Part I of the amended Act, to have become a 
foreign affiliate of the taxpayer on that day. 


(3) [Repealed under former Act] 


Pre-RSC History: Subsec. 35(3) repealed by 1985, c. 45, s. 137. 
Subsec. (3) formerly read: 


(3) Idem — Subsection 91(1) of the amended Act shall be 
read as if the reference therein to “each taxation year of the 
affiliate”. were read as a reference to “the 1976 and each sub- 
sequent taxation year of the affiliate”. 
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Subsec. 35(3) substituted, subsec. 35(4) added by 1973-74, c. 14, s. 
78. 


Subsec. 35(3) substituted for subsecs. 35(3), (4) by 1974- 75-76, c. 
26, 8.3333. 


(4) ldem — Any corporation that was deemed to be 
a foreign affiliate of a taxpayer at any time prior to 
May 7, 1974 because of an election made by the tax- 
payer in accordance with subparagraph 95(1)(b)(iv) 
of the amended Act, as it read before being amended 
by chapter 26 of the Statutes of Canada, 1974-75-76, 


shall be deemed to have been a foreign affiliate of 


the taxpayer at that time. 
Pre-RSC History: Subsec. 35(4) added by 1976-77, c. 4, s. 82. 


Joek [Repealed under former Act] 


Pre-RSC History: S. 35.1 repealed by 1985, c. 45, s. 138. Subsec. 
35.1 formerly read: 


35.1 Trusts not resident in Canada — Subparagraphs 
94(1)(c)(i) and (ii) of the amended Act shall be applicable 
only for the 1976 and subsequent taxation years of a trust 
therein referred to. 


S. 35.1 added by 1976-77, c. 4, s. 83, applicable to 1972 et seq. 


36. Application of paras. 107(2)(b) to (d) of 
amended Act—In computing the income of a 
taxpayer for the taxpayer’s 1972 or any subsequent 
taxation year, paragraphs 107(2)(b) to (d) of the 
amended Act do not apply in respect of any property 
of a trust distributed by the trust to the taxpayer at 
any time before the commencement of the taxpayer’s 
1972 taxation year. 


37. [Repealed under former Act] 


Pre-RSC History: S. 37 repealed by 1985, c. 45, s. 139. S. 37 
formerly read: 


37. (1) Loss carry-overs — For the purposes of section’ 111 
of the amended Act, in computing a taxpayer’s taxable in- 
come for any taxation year ending after 1971, a business loss 
(within the meaning assigned by the former Act) sustained in 
any particular previous taxation year ending before 1972 
shall, to the extent that it would have been deductible in com- 
puting the taxpayer’s taxable income for the 1972 taxation 
year on the assumption that 


(a) paragraph 27(1)(e) and subsections 27(5) and 27(Sa) 
of the former Act were applicable to the 1972 taxation 
year and section 111 of the amended Act were not so 
applicable, 


(b) paragraph 27(1)(e) of the former Act were read with- 
out reference to subparagraph (iii) thereof, and 


(c) his taxable income for the 1972 taxation year were an 
amount greater than the aggregate of those business 
losses sustained by the taxpayer in the 5 consecutive tax- 
ation years ending with his 1971 taxation year, 


be deemed to have been a non-capital loss of the taxpayer for 
the particular previous taxation year. 


(2) ldem —In subsection (1) “business loss” does not. in- 
clude such part (in subsection (3) referred to as a “partial 
farming loss”) of a taxpayer’s loss from farming, within the 
meaning of the former Act, as was not, by virtue of section 13 
of the former Act, deductible in computing his income for the 
year in which the loss was sustained. 
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(3) Idem — For the purposes of section 111 of the amended 
Act, in computing a taxpayer’s taxable income for any taxa- 
tion year ending after 1971, a partial farming loss sustained in 
any particular previous taxation year ending before 1972 
shall, to the extent that it would have been deductible in com- 
puting the taxpayer’s taxable income for the 1972 taxation 
year on the assumptions set out in paragraphs (1)(a) to (c), be 
deemed to have been a restricted farm loss of the iexpayer for 
the particular preceding taxation year. 


(4) Reference to preceding taxation year — A reference 
in section 111 of the amended Act to a taxation year preced- 
ing the taxation year in respect of which a deduction thereun- 
der is being made shall, in no case other than the case of a 
loss that is deemed by subsection (1) or (3) to have been a 
non-capital loss or a restricted farm loss, be read or construed 
so as to include a reference to a taxation year ending before 
ic Yer 


(5) Non-capital losses — For the purposes of paragraph 
27(1)(e) of the former Act, in computing a taxpayer’s taxable 
income for his 1971 taxation year, the taxpayer’s non-capital 
loss, if any, for his 1972 taxation year shall be deemed to 
have been a business loss sustained by. him in-his 1972 taxa- 
tion year. 


(6) Restricted farm'loss — For the purposes of paragraph 
27(1)(e) and subsection 27(6) of the’ former Act, in comput- 

' ing a taxpayer’s taxable income for his 1971 taxation year, 
the taxpayer’s restricted farm loss, if any, for his 1972 taxa- 
tion year shall be deemed to have been a loss from farming 
sustained by him in his 1972 taxation year. 


(7) Non-capital loss and restricted farm loss — To the ex- 
tent that an amount in respect of a taxpayer’s non-capital loss 
or restricted farm loss for his 1972 taxation year is, by virtue 
of subsection (5) or (6), as the case may be, deductible from 
his income for his 1971 taxation year, that amount shall for 
the purposes of paragraph 111(3)(a) of the amended Act, in 
computing the taxpayer’s taxable income for his 1973 or any 
subsequent taxation year, be deemed to have been previously 
deductible under Part I of the amended Act in respect of that 
non-capital loss or restricted farm loss, as the case may be. 


All that portion of subsec. 37(1) preceding para. (a), subsec. 37(3) 
substituted by 1974-75-76, c. 26, subsecs. 136(1), (2). 


Subsec. 37(6) substituted, subsec. 37(7) added by 1973-74, c. 14, s. 
qD: 


38. [Repealed under former Act] 


Pre-RSC History: S. 38 repealed by 1985, c. 45, s. 139. S. 38 
formerly read: 


38. (1) Averaging provisions — Notwithstanding section 9, 
section 118 of the amended Act is not applicable for the pur- 
poses of computing the tax under Part I thereof payable by 
any taxpayer for the 1972 taxation year, and the references in 
subparagraphs 118(1)(a)(i) and: 118(2)(c)(@) thereof to “4” 

. shall, for each of the following taxation years that is a year of 
averaging, be read as follows: 


(a) for1973) “1”, 
(b) for 1974, “2”, and 
(c)Monsll9 75, S32. 
(2) Idem — Notwithstanding section 61 of the amended Act, 


(a) an amount in respect of which an election has been 
made by a taxpayer under any of sections 40, 42, 44 to 46 
and 48 shall not be included in computing the aggregate 
of amounts described in subsection 61(2) of the amended 
Act in respect of the taxpayer; and 

(b) an amount in respect of which an election has been 


made by a taxpayer under section 43 shall, for the pur- 
poses of subparagraph 61(1)(b)(iti) of the amended Act, 
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not be included in computing the taxpayer’s income de- 
scribed therein. 


Subsec. 38(2) substituted by 1973-74, c.. 14, s. 80. 


39. [Repealed under former Act] 


Income Tax Application Rules 


40. (1) Payments out of pension funds, etc. — 
In the case of 


Pre-RSC History: S. 39 repealed by 1985, c. 45, s. 139. S. 39 


formerly read: 


39. (1) Specific averaging provisions: part payments — 


Where a part of a payment is required by subsection 16(1) of 
the amended Act to be included in computing the income of 


an individual resident in Canada, other than a trust or estate, 
for a taxation year ending after 1971 and before 1974 and that 
part may reasonably be regarded as a payment of interest in 
respect of a period of not less than 3 years, the amount 
thereof may, at the option of the taxpayer, be deemed not to 
be income of the taxpayer for the purposes of Part I of that 
Act, in which case the taxpayer shall pay, in addition to any 


other tax payable for the year, a tax on the amount thereof 


equal to that proportion thereof that 


(a) the aggregate of the taxes otherwise. payable by, the 
taxpayer under that Part for the taxation year and the 2 
years immediately preceding the taxation year (before 


making any deduction under sections 120, 121 or 126 of 


the amended Act), 
is of 


(b) the aggregate of the taxpayer’s incomes for those 3 
years. 


(2) idem — Any amount required by paragraph 148(1)(a) of 


the amended Act to be included in computing the income of a 
policyholder for a taxation year shall, for the purposes of sub- 
section (1), be deemed to be a part of a payment that 


(a) is required by subsection 16(1) of the amended Act to 
be included in computing the income for the year of the 
policyholder, and 


(b) may reasonably be regarded as a payment of interest. 


(3) ldem — Where a taxpayer who has elected under subsec- 
tion (1) that an amount shall be deemed not to be income for 


the purpose of Part I of the amended Act was not resident in 


Canada throughout the whole of the taxation year and the 2 
immediately preceding taxation years, the tax payable under 
this section is that proportion of the amount on which the tax 
is payable that 


(a) the aggregate of the taxes that would have been paya- 
ble by the taxpayer under that Part for the taxation year 
and the 2 immediately preceding taxation years (before 


making any deduction under section 120, 121 or 126 of 


the amended Act) if he had been resident in Canada 
throughout those years and his incomes for those years 
had been from sources in Canada, 


is of 


(b) the aggregate of the taxpayer’s incomes for those 3 
years; 


and, in such a case, the election is not valid unless the tax- 
payer has filed with his election, a return of his incomes for 
the 2 immediately preceding taxation years in the same form 
and containing the same information as the returns that he 
would have been required to file under that Part if he had 
been resident in Canada in those years. 


(a) a single payment 
(i) out of or under a pbefecetattle or pee 
fund or plan 


(A) on the death, withdrawal or retirement 

from employment of an employee or for- 
~ mer employee, 

(B) on the winding-up of the fund or plan 

in full satisfaction of all rights of the payee 
~ in or under the fund or plan, or _ 


(C) to which the payee is entitled because 
of an amendment to the plan although the 
payee continues to be an employee to 
whom the plan applies, 


(ii) upon retirement of an employee in recog- 
nition of long service and not made out of or 
under a superannuation fund or: plan, 

(iii) under an employees profit sharing plan in 
full satisfaction of all rights of the payee in or 
under the plan, to the extent that the amount 
thereof would otherwise be included in com- 
puting the payee’s income for the year in 
which the payment was received, or ~ 

(iv) under a deferred profit sharing plan on the 
death, withdrawal or retirement from employ- 
ment of an employee or former employee, to 
the extent that the amount thereof would oth- 
erwise be included in computing the payee’s 
income for the year in which the payment -was 
received, 


(b) a payment or payments made by an employer 
to an employee or former employee on or after 
retirement in respect of loss of office or employ- 
ment, if made in the year of retirement or within 
one year after that year, or 


(c) a payment or payments made as a death bene- 
fit, if made in the year of death or within one year 
after that year, 


the payment or payments made in a taxation year 
ending after 1971 and before 1974 may, at the option 
of the taxpayer by whom it is or they are received, be 
deemed not to be income of the taxpayer for the pur- 
pose of Part I of the amended Act, in which case the 
taxpayer shall pay, in addition to any other tax paya- 
ble for the year, a tax on the payment or total of the 
payments equal to the proportion thereof that 


(d) the total of the taxes otherwise payable by the 
employee under that Part for the 3 years,immedi- 
ately preceding the taxation year (before making 
any deduction under section 120, 121 or 126 or 
subsection 127(3) of the amended Adt)s 


is of 


(e) the total of the employee’s incomes for those 
3 years. 


Pre-RSC History: Para. 40(1)(d) substituted by 1974-75-76, c. 26, 
subsec. 137(1), applicable on and after August 1, 1974, to add “or 
subsection 127(3)”. 
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(2) Employee not resident in Canada — Where 
a taxpayer has elected that a payment or payments of 
one of the classes described in paragraphs (1)(a) to 
(c) in respect of an employee or former employee 
who was not resident in Canada throughout the 
whole of the 3 years referred to in paragraph (1)(e) 
shall be deemed not to be income of the taxpayer for 
the purpose of Part I of the amended Act, the tax 
payable under this section is that proportion of the 
amount on which the tax is payable that 


(a) the total of the taxes that would have been 
payable by the employee under that Part for the 3 
years referred to in paragraph (1)(e) (before mak- 
ing any deduction under section 120, 121 or 126 
or subsection 127(3) of the amended Act) if the 
employee had been resident in Canada through- 
out those years and the employee’s incomes for 
those years had been from sources in Canada, 


is of 
(b) the total of the employee’s incomes for those 
3 years, 


and, in such a case, the election is not valid unless 
the taxpayer has filed with the election, a return of 
the employee’s incomes for each of the.3. years in the 
same form and containing the same information as 
the return that the employee, or the employee’s legal 
representative, would have been required to file 
under that Part if the employee had been resident in 
Canada in those years. 

Pre-RSC History: Para. 40(2)(a) substituted by 1974-75-76, c. 26, 
subsec. 137(2), applicable on and after August 1, 1974, to add “or 
subsection 127(3)”. 


(3) Determination of amount of payment — In 
determining the amount of any payment or payments 
made in a taxation year out of or under a superannu- 
ation or pension fund or plan, under a deferred profit 
sharing plan or as a retiring allowance that is 
deemed, for the purposes of this section, not to be 
income of the taxpayer by whom it is or they are re- 
ceived, there ‘shall be subtracted from the amount of 
the payment or payments so made 


(a) the total of all amounts deductible under para- 
graph 60(j) of the amended Act in computing the 
taxpayer’s income for that year; and 


(b) any amount deductible under paragraph 60(m) 


of the amended Act because of that payment or 


those payments in computing the taxpayer’s in- 
come for that year. 


(4) Idem — In determining the amount of any pay- 
ment or payments made in a taxation year as a death 
benefit that is deemed, for the purpose of this sec- 
tion, not to be income of the taxpayer by whom it is 
or they are received, there shall be subtracted from 
the amount of the payment or payments. so made any 
amount deductible under paragraph 60(m) of the 
amended Act because of that payment or those pay- 
ments in computing the taxpayer’s income for that 
year. 


ITAR 
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(5) Maximum amount for election — For the 
purpose of determining the amount of any payment 
or payments of one or more of the classes described 
in subsection (1) made in a taxation year that may be 
deemed, for the purposes of this section, not to be 
income of the taxpayer by whom it is or they are re- 
ceived, the maximum amount in respect of which an 
election may be made by the taxpayer under subsec- 
tion (1) for the taxation year in respect of such pay- 
ment or payments is, 


(a) in the case of a payment or payments of a 
class described in subsection (1) made to the tax- 
payer on the death of an employee or former em- 
ployee in respect of whom the payment or pay- 
ments are made, the amount of the payment or 
the total amount of the payments, as the case may 
be, minus any amount subtracted therefrom under 
subsection (3) or (4); | 
(b) in the case of one or more single payments of 
_a class described in subparagraph (1)(a)(i), (iii) or 
- (iv), other than a payment described in paragraph 
(a) of this subsection, the lesser of 


(i) the amount of the payment or the total 
amount of the payments, as the case may be, 
minus any amount subtracted therefrom under 
subsection (3), and 


(i1) the amount by which 


(A) the product obtained by multiplying 
$1,500 by the number of consecutive 12 
month periods included in the period 
throughout which the taxpayer was a mem- 
ber of any plan or plans described in sub- 
paragraph (1)(a)(i), (iii) or (iv) (in this sub- 
section referred to as a “retirement plan’), 
(I) out of or under which a payment 
was made to the taxpayer in the taxa- 
tion year or a preceding taxation year 
ending after April 26, 1965, and 


(Il) to which an employer of the tax- 
payer has made a Se pe das on be- 
half of the taxpayer, 


exceeds © 


(B) the total of all amounts each of which 
is an amount that, because of a payment to 
the taxpayer after April 26, 1965, 


(1) out of or under a retirement plan to 
which the employer referred to in sub- 
clause (A)(II) made a contribution on 
behalf of the taxpayer, or 


(II) by the employer referred to in sub- 
clause (A)(ID, 
was deemed not to be income of the taxpayer 
for the purpose of Part I of the amended Act 
for a preceding taxation year because of an 
election made by the taxpayer under subsec- 
tion (1); and 
(c) in the case of a payment or payments of the 
class described in subparagraph (1)(a)(i) or para- 
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graph (1)(b), other than a payment described in 
paragraph (a) or (b) of this subsection, the lesser 
of 


(i) the amount of the payment or the total 
amount of the payments, as the case may be, 
minus any amount subtracted therefrom pur- 
suant to subsection (3), and 
(ii) the amount by which 
(A) the product obtained by multiplying 
$1,000 by the number of years during 


which the taxpayer was an employee of the 
employer who made the payment 


exceeds 
(B) the total of 


(1) the total of all amounts each of 
which is an amount that, because of a 
payment to the taxpayer after April 26, 
1965 by an employer referred to in 
clause (A) or a payment to the taxpayer 
after that date out of or under a retire- 
ment plan to which such an employer 
made a contribution on behalf of the 
taxpayer, was deemed not to be income 
of the taxpayer for the purpose of Part I 
of the amended Act for a preceding tax- 
ation year by reason of an election 
made by the taxpayer under subsection 
(1), and 


(iI) the total of all amounts each of 
which is an amount that, because of a 
payment to the taxpayer. after April 26, 
1965 out of or under a retirement plan 
to which an employer referred to in 
clause (A) made a contribution on be- 
half of the taxpayer, may be deemed, 
by subsection (1), not to be income of 
the taxpayer for the purpose of that Part 
for the taxation year. 


(6) ldem — For the purpose of subsection (5), 


(a) where all or substantially all of the property 
used in carrying on the business of a person who 
was an employer of an employee (in this subsec- 
tion referred to as the “former employer’) 


(i) has been purchased by a person who, be- 
cause of the purchase, or 


(ii) has been acquired by bequest or inheri- 
tance, or because of an amalgamation (within 
the meaning assigned by section 85I of the 
former Act), by a person who, by reason of 
the acquisition, 
became an employer of the employee, and who 
subsequently made a payment of a class de- 
scribed in paragraph (5)(c) in respect of the em- 
ployee or former employee, the employee or for- 
mer employee shall be deemed to have been an 
employee of that employer throughout the period 
he or she was an employee of the former em- 
ployer; and 
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(b) a taxpayer may, in computing the number-of 
years during which the taxpayer was a member of 
a superannuation or pension-fund or plan (in this 
subsection referred to as the “subsequent plan’), 
include the number of years during which the tax- 
payer was a member of another plan (in this sub- 
section referred to as the “former plan”) if the 
taxpayer had received an amount out of or under 
the former plan all or part of which amount was 
deductible under paragraph 60(j) of the amended 
Act in computing the taxpayer’s income for the 
taxation year in which the amount was received, 
because of the fact that all or part of the amount, 
as the case may be, was paid by the taxpayer to or 
under the subsequent plan as described in clause 
60(j)()(A) of the Income Tax Act, chapter 148 of 
the Revised Statutes of Canada, 1952, as it read 
in its application to the 1978 and preceding taxa- 
tion years. 


(7) Limitation — This section applies in respect of 
any payment or payments described in subparagraph 
(1)(a)G@) or (iv) made in a taxation year ending after 
1973, except that the amount of the payment or the 
total amount of the payments, ‘as the case may be, 
shall be deemed to be the lesser of the amount 
thereof otherwise determined and the total of the 
amounts that the taxpayer would have received out 
of or under the plan described in subparagraph 
(1)(a)(@) or (iv), as the case may be, if 


(a) the taxpayer had withdrawn from the plan on 
January 1, 1972; 


(b) there had been no change in the terms and 
conditions of the plan after June 18, 1971 and 
before January 2, 1972; and 


(c) any term or condition. of the plan that would, 
in the event that the taxpayer had withdrawn from 
the plan on January 1, 1972, have reduced-the 
amount of any payment or payments that would, 
if the taxpayer remained a member of the plan for 
a specified period of time after December 31, 
1971, have been made to the taxpayer in respect 
of years ending before 1972 were not a term or 
condition of the plan. . 
Pre-RSC History: Subsec. 40(7) substituted by 1973-74, c. 30, s. 
29. 


(8) Application rule— For the purposes of 
paragraphs (1)(d) and (2)(a), there may be deducted 
from the total referred to in those paragraphs 9% of 
the portion of that total that is attributable to the 
1974, 1975 or 1976 taxation year. 


Pre-RSC History: Subsec. 40(8) substituted by 1977-78, c. 32, s. 
58; applicable to 1977 et seg. 


Subsec. 40(8) added by 1977-78, c. 10, s. 110, applicable to 1977 er 
seq. 

Related Provisions [ITAR 40]: ITA 127.52(1)(j) —ITAR “0 
ignored for minimum tax purposes. 


Interpretation Bulletins [ITAR 40]: IT-163R2: Election by non- 
resident individuals on certain Canadian source income; [T-281R2: 
Elections on single payments from a deferred profit-sharing plan. 


1904 


ITAR 


Part | — Income Tax Application Rules, 1971 S. 42-45 


Information Circulars [ITAR 40]: 74-21R: Payments out of pen- 
sion and deferred profit sharing plans. 


41. [Repealed under former Act] 


Pre-RSC History: S. 41 repealed by 1985, c. 45, s. 140. S. 41 
formerly read: . 


41. (1) Fiscal periods ending in same year — Where, by 
reason of a change made with the concurrence of the Minister 
in the fiscal period of a taxpayer who is an individual or the 
fiscal period of a partnership of which a taxpayer who is an 
individual is a member, there would otherwise be included in 
computing his income for any taxation year ending after 1971 
and before 1974 


(a) income from a business of which he is a proprietor for 
each of two or more fiscal periods, or 


(b) income from the partnership for each of two or more 
fiscal periods, 


and the number of days in the fiscal periods is greater than 
the number of days in the taxation year, the following rules 
are, if the taxpayer so elects, applicable: 


(c) the taxpayer’s income from the business or partner- 
ship for the taxation year shall be deemed for the purpose 
of Part I of the amended Act to be that proportion of the 
aggregate of the incomes therefrom for the fiscal: periods 
that the number of days in the taxation year is of the 
number of days in the fiscal periods; and 


(d) the taxpayer shall pay, in addition to any other tax 
payable for the year, a tax on the amount by which the 
aggregate of the incomes from the business or partner- 
ship for the’ fiscal periods exceeds his income from the 
business or partnership for the year as determined under 
paragraph (c), equal to that proportion thereof that the tax 
computed under section 117 or 118, as the case may be, 
of the amended Act for the year on the assumption that 
his income from the business or partnership for the year 


the number of days in the taxation year, the following rules 
are, if the taxpayer so elects, applicable: 


(a) the taxpayer's income from such one or more busi- 
nesses, partnerships or employments for the taxation year 
shall. be deemed, for the purposes of Part I of the 
amended Act, to be that proportion of the aggregate of 
the incomes therefrom that the number of days in the tax- 
ation year is of the aggregate of the number of days in the 
earnings periods, and . . 


(b) the taxpayer shall pay, in addition to any other tax 
payable for the year, a tax on the amount by which the 
aggregate of the incomes from such one or more busi- 
nesses, partnerships or employments for the taxation year 
exceeds his income therefrom’ determined under para- 
graph (a), equal to that proportion thereof that the tax 
under section 117 or 118, as the.case may be, of that Act 
for the year, computed on the assumption that his income 
from such one or more businesses, partnerships or em- 
ployments for the year is the amount determined under 
paragraph (a), is of his taxable income for the year com- 
puted on the same assumption; 


but where a taxpayer elects to have those rules applicable for 
a taxation year, no amount is deductible under section 111 of 


that Act in computing his taxable income for the year. 


(4) Election — An election by a taxpayer to have the rules 
referred to in subsection (1) applicable for a taxation year is 
not valid if the taxpayer may elect to have the rules referred 
to in subsection (3) applicable for the year. 


(5) Idem — An election by a taxpayer to have the rules re- 
ferred to in subsection (3) applicable for a taxation year is not 
valid if the taxpayer has made an election under subsection 
25(1) of the amended Act under which the fiscal period of a 
business that would have otherwise ended in the immediately 
preceding year is deemed to have ended in the year. 


Paras. 41(1)(d), (3)(b) substituted by 1973-74, c. 14, s. 81. 


is the amount determined under paragraph (c), is of his 42-45, [Repealed under former Act] 


taxable income for the year computed on the same 
assumption, 


but where a taxpayer elects to have those rules applicable for 
a taxation year, no amount is deductible under section 111 of 
the amended Act in computing his taxable income for the 
year. 


(2) “Earnings period” defined — In this section, “earnings 
period” means 


(a) a fiscal period of a business of which a taxpayer was 
the proprietor during which he did not carry on and was 
not a partner in any other business and was not an 
employee, 


(b) a fiscal period of a partnership of which the taxpayer 
was a member during which he was not-a member of any 
other partnership, did not carry on any business of which 
he was the sole proprietor and was not an employee, and 


(c) a period of employment of the taxpayer during which 
he did not carry on and was not a partner in any business, 


except any such period in respect of which a separate return 
of the taxpayer’s income may be filed under subsection 
150(4) of the amended Act. 


(3) Earnings periods ending in same year — Where, in 
the case of a taxpayer who is an individual, there would oth- 
erwise be included in computing the income of the taxpayer 
for any taxation year ending after 1971 and before 1974 from 
one or more businesses, partnerships or employments referred 
to in subsection (2), income therefrom for each of two or 
more earnings periods ending in the year, and the aggregate 
of the number of days in the earnings periods is greater than 
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42-45 formerly read: 


42. (1) Election — Where, by virtue of section 13 of the 
amended Act, an amount is included in computing the income 
of a taxpayer who is an individual for any taxation year end- 
ing after 1971 and before 1976, the taxpayer may elect to pay, 
as tax for the year under Part I of the amended Act, in lieu of 
the amount that would otherwise be payable, an amount equal 
to the aggregate of 


(a) the tax that would be payable by the taxpayer for the 
year under that Part (before making any deduction under 
section 120, 121, 126 or 127 of the amended Act) if no 
amount were included in computing the taxpayer’s in- 
come for the year by virtue of section 13 of the amended 
Act, and 


(b) the aggregate of the amounts by which the taxpayer’s 
taxes under that Part (before making any deduction under 
section 120, 121, 126 or 127 of the amended Act) would 
have been increased if the portion determined under sub- 
section (2) of the amount so included by virtue of section 
13 of the amended Act had been included in computing 
the taxpayer’s income for each of the taxation years in 
the period determined under-subsection (2), 


minus any amount deductible for the year under section 120, 
121, 126 or 127 of the amended Act. 


(2) Idem — Where the period during which a taxpayer was 
resident in Canada and was not exempt from tax under Part I 
of the amended Act immediately before the taxation year for 
which an amount is included in computing his income by vir- 
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tue of section 13 of the amended Act is only one taxation year 
or less, subsection (1) does not apply; and where that period 


(a) is more than one taxation year and not more than 2 
taxation years, the portion referred to in paragraph (1)(b) 
is ' and the period referred to therein is the 2 immedi- 
ately preceding taxation years, 


(b) is more than 2 taxation years. and not more than 3 
taxation years, the portion referred to in paragraph (1)(b) 
is '/3 and the period referred to therein is the 3 immedi- 
ately preceding taxation years, 


(c) is more than 3 taxation years and not more than 4 tax- 
ation years, the portion referred to in paragraph (1)(b) is 
Ys and the period referred to therein is the 4 immediately 
preceding taxation years, and 


(d) is more than 4 taxation years, the portion referred to 
in paragraph (1)(b) is '/s and the period referred to therein 
is the 5 immediately preceding taxation years. 


(3) Non-residents — Where, by. virtue of subsection 216(5) 
of the amended Act, a non-resident person is liable to pay tax 
under Part I of the amended Act for any taxation year ending 
after 1971 and before 1976, subsection (1) is not applicable 
unless that person has, within the time prescribed by subsec- 
tion 216(1) thereof for filing a return of his income under that 
Part, filed a return of income under that Part, in the form pre- 
scribed for a person resident in Canada, for each of the 5 tax- 
ation years immediately preceding the taxation year, in which 
latter case he shall be deemed for the purposes of subsection 
(1) to have been resident in Canada or to have carried on bus- 
iness in Canada, as the case may be, during those 5 years im- 
mediately preceding the taxation year. ; 


43. Authors — Where a taxpayer who is the author or joint 
author of a literary, dramatic, musical or artistic work, having 
been engaged for a period of more than 12 months in the pro- 
duction thereof, assigns the copyright therein wholly or par- 
tially and receives within 12 months of the assignment, in 
consideration or part consideration therefor, an. amount. that, 
but for this section, would be included in computing his in- 
come for the taxation year in which it was received, if that 
year is a taxation year ending after 1971 and before 1974 and 
the taxpayer files with the Minister an election in prescribed 
form before the expiration of the time fixed by the amended 
Act for filing a return of his income for that year, the follow- 
ing rules apply: 


(a) if the period in which he was engaged in the produc- 
tion of the work: did not exceed 2 years, 


Gi) '2 only of the amount shall be included in com- 
puting his income for the year in which it was re- 
ceived, and 


(11) '2 of the amount shall be included in computing 
his income for the year immediately preceding that 
year, and 


(b) if the period in which he was engaged in the produc- 
tion of the work exceeded. 2 years, 


(1) '4 only of the amount shall be included in com- 
puting his income for the year in which it was re- 
ceived, and 


(11) 3 of the amount shall be included in computing 
his income for each of the 2 years immediately pre- 
ceding that year. 


44. (1) Benefits to employees — Where a benefit is deemed 
by subsection 7(1) of the amended Act to have been received 
by an employee by virtue of his employment in any taxation 
year ending after 1971 and before 1974, the employee shall, 
if he so elects, pay as tax for the year under Part I of the 
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amended Act, in lieu of the amount that would otherwise be 
payable, an amount equal to the aggregate of 


(a) the tax that would be payable by the employee for the 
year under that Part if no benefit were so deemed to have 
been received by him in the year, and 


(b) the amount, if any, by which 


(i) that proportion of the benefit so deemed to have 
been received that the aggregate of the taxes that 
would have been payable by the employee under that 
Part for the 3 years immediately preceding the taxa- 
tion year (before making any deduction under section 
120, 121 or 126 of the amended Act) if no benefit 
were deemed by subsection 7(1) thereof to have been 
received by him in those years, is of the aggregate of 
the employee’s incomes for those years minus the 
benefit deemed by subsection 7(1) thereof to have 
been received by him in those years, 


exceeds the lesser of 


(ii) 20% of the amount of the benefit so deemed to 
have been received, and 


(iii) $200. 


(2) ldem — Where an employee who has elected under sub- 
section (1) to pay, as tax for any taxation year ending after 
1971 and before 1974 under Part I of the amended Act, an 
amount determined under that subsection, was not resident in 
Canada throughout the whole of the 3 years referred to 
therein, the tax payable under subsection (1) is an amount 
equal to the aggregate of 


(a) the tax that would be payable by the employee for the — 
year under that Part if no benefit were deemed by subsec- 
tion 7(1) of the amended Act to have been received by 
him in the year, and 


(b) the amount, if any, by which 


(i) that proportion of the benefit so deemed to have 
been, received that the aggregate of the taxes that 
would have been payable by the employee under that 
Part for the 3 years immediately preceding the taxa- 
tion year (before making any deduction under section 
120, 121 or 126 of the amended Act) if he had been 
resident in Canada throughout those years and his in- 
comes for those years had been from sources in Can- 
ada, and if no benefit were deemed by subsection 
7(1) of the amended Act to have been received by 
him in those years, is of the aggregate of the em- — 
ployee’s incomes for those years minus the benefit 
deemed by subsection 7(1) thereof to have been re- 
ceived by him in those years, 


exceeds the lesser of 


(ii) 20% of the amount of the benefit so deemed. to 

have been received, and 

(iii) $200, 
and, in such a case, the election is not valid’ unless the em- 
ployee has filed with his election a return of his income for 
each of those 3 years in the same form and containing the 
same information as the return that he would have been re- 
quired to file under Part I of the amended Act if he had been 
resident in Canada in those years. 


45. Sale of inventory — Where any amount is included in 
computing the income of a taxpayer who is an individual for 
any taxation year ending after 1971 and before 1974 by virtue 
of section 23 of the amended Act, the taxpayer may elect to 
pay, as tax for the year under this Part, in lieu of the amount 
that would otherwise be payable, an amount equal to the ag- 
gregate of 


(a) the tax that would be payable by him for the year 
under Part I of the amended Act (before making any de- 
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duction under section 120, 121, 126 or 127 thereof) if no 
amount were included in computing his income for the 
year by virtue of this section, and 


(b) the aggregate of the. amounts. by which his taxes 
under Part I of the amended Act (before making any de- 
duction under section 120, 121, 126 or 127 thereof) 
would have been increased if '/; of the amount so in- 
cluded by, virtue of section 23 of the amended Act had 
been included in computing his income for each of the 3 
taxation years ending with the last taxation year in which 
he carried on the business or the part of the business re- 
ferred to in section 23 thereof, 


minus any amount deductible for the year under section 120, 
121, 126 or 127 thereof; and, in any such case, the election is 
not valid unless the taxpayer was, during each of those 3 
years, carrying on that business. 


45.1 [Repealed under former Act] 
Pre-RSC History: S. 45.1 repealed by 1974-75-76, c. 26, s. 138. 
S. 45.1 added by 1973-74, c. 51, s. 22, in force August 1, 1974. 


46-48. [Repealed under former Act] 


Pre-RSC History: Ss. 46-48 repealed by 1985, c. 45, s. 140. Ss. 
46-48 formerly read: 


46. Accounts receivable — Section 45 is applicable mutatis 
mutandis where any amount is, by virtue of subsection 28(5) 
of the amended Act, included in computing the income of a 
taxpayer who is an individual for a taxation year ending after 
1971 and before 1974. 


47. Death of a taxpayer: amounts, receivable — In the ap- 
plication of section 70 of the amended Act to any taxation 
year ending after 1971 and before 1976, 


(a) subsection (2) thereof shall be read as if the words 
therein immediately following the word “elected” were 
read as follows, namely, 


“that one of the following rules be applicable 
thereto: 


(a) '/s of the value shall be included in comput- 
ing the taxpayer’s income for each of his last 5 
taxation years including the year in which he 
died, in which case the resulting addition to 
the amount of tax payable for any such year 
other than the year in which he died is payable 
on or before the 30th day after the day of mail- 
ing of the notice of assessment for the year in 
which he died; or 


(b) a separate return of the value shall be filed 
and tax thereon shall be paid under this Part 
for the taxation year in which the taxpayer 
died as if he had been another person entitled 
to the deductions to which he was entitled 
under section 109 for that year, 


in which event the rule so elected is applicable”; 

and 
(b) where the legal representative of a taxpayer who was 
not taxable under Part I of the amended Act because he 
was not resident in Canada for one or more of the 4 taxa- 
tion years immediately preceding the taxation year in 
which he died elects that the rule set forth in paragraph 
70(2)(a) of the amended Act as it reads by virtue of para- 
graph (a) be applicable in respect of rights or things that 
the taxpayer had at the time of his death, 

(i) the election is not valid unless the legal represen- 

tative has filed with the election a return of the tax- 

payer’s income for each of those years for which he 
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was not so taxable, in the same form and containing 
the same information as the return that the taxpayer 
or his legal representative would have been required 
to file under that Part if the taxpayer had been resi- 
dent in Canada during each of those years, and 


(ii) the amount payable in respect of the rights or 

things by virtue of the ‘election for each of those 

years for which he was. not so taxable is the amount 

by which 
(A) the tax for the year that would have been 
payable under that Part if. the taxpayer had been 
resident in Canada, his income had been from 
sources in Canada and he had received the 
amount included in computing his income by 
virtue of paragraph 70(2)(a) of the amended Act 
as it reads by virtue of paragraph (a), 

exceeds 


(B) the tax for the year that would have been 
payable under that Part if the taxpayer had been 
resident in Canada, his income had been from 
sources in Canada and no amount had been in- 
cluded in computing his income by virtue of par- 
agraph 70(2)(a) of that Act as it reads by virtue 
of paragraph (a). 


48. Incorrect valuation of inventory: election — Where the 
property described in the inventory of a business at the com- 
mencement of a taxation year ending after 1971 and before 
1976 has, according to the method adopted by a taxpayer who 
is an individual for computing income from the business for 
that year, not been valued as) required by subsection 10(1) of 
the amended Act, the property described therein at the com- 
mencement of that year shall, if the Minister so directs, be 
deemed to have been valued as required by: that subsection, 
and, in any such case, the provisions of section 42 apply mu- 
tatis mutandis as though any amount by which the taxpayer’s 
income for the year is increased by virtue of this section were 
an amount included in computing his income for.the year by 
virtue of section 13 of the amended Act. 


49. (1) Tax deemed payable under amended 
Act — Where, because of section 40, any tax is pay- 
able in addition to or in lieu of any amount of tax 
payable under Part I of the amended Act for a taxa- 
tion year, that tax shall be deemed to be payable 
under Part I of the amended: Act for that taxation 
year. 


(2) Application of section 13 — In applying sec- 
tion 13 to section 40, subsection 13(1) shall be read 
without reference to the words “subject to this Act 
and unless the context otherwise requires”. 


(3) Computation of tax deemed payable 
under amended Act — In computing, under sec- 
tion 40 of this Act or any of section 39 and sections 
41 to 48 of the Income Tax Act, chapter 148 of the 
Revised Statutes of Canada, 1952, any tax that is 
payable in addition to or in lieu of any amount of tax 
payable under Part I of the amended Act by an indi- 
vidual for a taxation year, 


(a) a reference to section 120 of the amended Act 
does not include a reference to paragraph 
33(1)(a) of the former Act; and 

(b) for the purposes of paragraph 33(1)(a) of the 
former Act and subsection 120(1) of the amended 
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Act, all of the income of the individual for that or 
any preceding taxation year shall be deemed to 
have been income earned in the year in a 
province. 


50. (1) Status of certain corporations — For 
the purposes of the amended Act, a corporation that 
was, throughout that portion of its 1972 taxation year 
that is in 1972, a private corporation, a Canadian- 
controlled private corporation or a public corporation 
shall be deemed to have been throughout that taxa- 
tion year a private corporation, a Canadian-con- 
trolled private corporation or a public corporation, as 
the case may be. 


(2) Election to be public corporation — For the 


purposes of the definition “public corporation” in | 


subsection 89(1) of the amended Act, where at any 
particular time before 1973 a corporation elected in 
the manner referred to in subparagraph (b)(i) of that 
definition to be a public corporation and at any time 
after 1971 and before the time of the election the 
corporation complied with the conditions referred to 
in that subparagraph, the corporation shall, 


(a) at such time after 1971 and before the particu- 
lar time as is specified in the election to be the 
effective date thereof, or 


(b) where no time described in paragraph (a) 1s 
specified in the election to be the effective date 
thereof, at the particular time, 


be deemed to have elected in the manner referred to 
in that subparagraph to be a public corporation and 
to have complied with the conditions referred to 
therein. 


Pre-RSC History: All that portion of subsec. 50(2) preceding 
para. (a) substituted by 1973-74, c. 14, s. 82. 


(3) Designation by Minister — For the purposes 
of the definition “public corporation” in subsection 
89(1) of the amended Act, where at any particular 
time before March 22, 1972 the Minister, by notice 
in writing to a corporation,-designated the corpora- 
tion to be a public corporation or not to be a public 
corporation, as the case may be, and at the time of 
the designation the corporation complied with the 
conditions referred to in subparagraph (b)(i) or (c)(i) 
of that definition, as the case may be, the corporation 


shall, at such time as is specified by the Minister in | 


the notice, be deemed 


(a) to have been designated by the Minister, by 
notice in writing to the corporation, to be a public 
corporation or not to be.a public corporation, as 
the case may be; and 


(b) to have complied with the conditions referred 
to in subparagraph (b)(i) or (c)() of that defini- 
tion, as the case may be. 


51, 52. [Repealed under former Act] 
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Pre-RSC History: Ss. 51, 52 repealed by 1985, c. 45, s: 141. Ss. 
51, 52 formerly read: 


51. (1) Tax payable by corporation with fiscal period 
other than calendar year 1972 — Where a corporation has 
a taxation year part of which is before and part of which is 
after the commencement of 1972, and its amount taxable for 
its 1972 taxation year is greater than its net capital gains for 
the year, the tax payable by it under Part I of the amended 
Act for the year shall be determined by the following rules: 


(a) determine the tax under Part I of the amended Act 
that, but for this subsection, would be payable by it for its 
1972 taxation year on the assumption that 


(i) its amount taxable for the year were an amount 
equal to its net capital gains for the year, and 


(ii) it had no income for the year other than taxable 
capital gains for the year from dispositions of prop- 
erty and it had no losses for the year other than al- 
lowable capital losses for the year from dispositions 
of property; 


(b) determine the tax under Part I of the amended Act 
that, but for this subsection, would be payable by it for its 
1972 taxation year on the assumption that 


(1) its amount taxable for the year were an amount 
equal to the amount, if any, by which its amount tax- 
able for the year, determined without regard to the 
provisions of this subsection, exceeds its net capital 
gains for the year, and 


(ii) except for the purpose of computing the corpora- 
tion’s net capital gains for the year for the purposes 
of subparagraph (i), it had no taxable capital gains 
for the year from dispositions of property and no al- 
lowable capital losses for the year from dispositions 
of property; 


(c) determine that proportion of the amount determined 
under paragraph (b) that the number of days in that por- 
tion of its 1972 taxation year that is in 1972 is of the 
number of days in the whole taxation year; 


(d) determine the aggregate of the taxes that, but-for this 
subsection, would be payable by the corporation for its 
1972 taxation year 


(i) under Part I of the former Act, and 


(ii) under subsection 24(5) of the Old Age Security 
Act as it read before being amended by section 3, 


on the assumptions set forth in subparagraphs (b)(i) and 
(ii), on the assumption that Division E of Part I of the 
former Act and subsections 24(5) and (6) of the Old Age 
Security Act as it read before being amended by section 3 
were applicable to the 1972 taxation year, and on the as- 
sumption that subsection 40(3) of the former Act were 
applicable to the 1972 taxation year but as though the 
proportion referred to in that subsection were the propor- 
tion that the number of days in that portion of the taxa- 
tion year that is after June, 1971 and before 1972 is of the 
number of days in that portion of the taxation year that is 
before 1972; 


(e) determine that proportion of the aggregate determined 
under paragraph (d) that the number of days in that por- 
tion of its 1972 taxation year that is in 1971 is of the 
number of days in the whole taxation year; 


(f) determine the aggregate of the amounts determined 
under paragraphs (a), (c) and (e) im respect of the 
corporation; 

and the aggregate determined under paragraph (f) is the tax 


under Part I of the amended Act payable by the corporation 
for its 1972 taxation year. 
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(2) Determination of amount taxable — Where a corpora- 
tion has a taxation year part of which is before and part of 
which is after the commencement of 1972, for the purpose of 
determining its amount taxable for that taxation year the pro- 
visions of Part I of the amended Act shall be read subject to 
the following rules: 


(a) for the purpose of determining whether 


(i) any amount paid or payable (depending upon the 
method regularly followed by the corporation in 
computing its income) before 1972 by the corpora- 
tion pursuant to a legal obligation to pay interest, or 


(ii) any expense incurred or disbursement made 
before 1972 by the corporation for the purpose of 
gaining or producing income from a business or 
property 
is deductible in computing the corporation’s income for 
the year, any income that would, under the provisions of 
the former Act, have been exempt income of the corpora- 
tion, shall be deemed to be exempt income of the 
corporation; 


(b) in respect of any share received by the corporation 
before 1972 as consideration for the disposition by it of 
an interest in a mining property, 


(1) section 35 of the amended Act is not applicable, 
andi: 4 
(11) subsections 83(3) and (4) of the former Act are 
applicable; 


(c) in respect of any dividend received by the corporation 
in the year and before 1972, 


(1) sections 112 and 113 and Parts VII and VIII of the 
amended Act are not applicable, and_ 


(ii) section 28 and Part IIB of the former Act are ap- 
plicable; and 


(d) for the purposes of. sections 130 and 143 of the 
amended Act, any amount in respect of a dividend re- 
ceived by the corporation in the year and before 1972 
that would, under the provisions of the former Act, have 
been exempt income of the corporation, shall be deemed 
to be exempt income of the corporation. 


(3) Definitions — In this section, 


a 


(a) “amount taxable” — “amount taxable” of a corpora- 
tion for its 1972 taxation year has, subject to subsection 
(2), the meaning assigned by Division E of Part I of the 
amended Act; and — 


(b) “net capital gains” — “net capital gains” of a corpo- 
ration for its 1972 taxation year means the amount, if 
any, by which 


(i) the aggregate of its taxable capital gains for the 
year from dispositions of property 


exceeds the aggregate of 


(ii) its allowable capital losses for.the year from dis- 
positions of property, and 


(iii) the amount, if any, deductible under paragraph 
111(1)(b) of the amended Act from the corporation’s 
income for the year. 


52. Tax payable by corporations for particular years — 
For the purposes of section 123 of the amended Act, where a 
corporation has a taxation year (in this section referred to as 
the “particular taxation year’) part of which is before and part 
of which ‘is after, the commencement of any of the calendar 
years 1973, 1974, 1975 and 1976 (in this section referred to 
as the “particular calendar year”), the percentage referred to 


in section 123 of the amended Act for the particular taxation 
year is the percentage equal to the aggregate of 


(a) that proportion of the percentage so referred to for the 
particular taxation year that the number of days in that 
portion of the particular taxation year that is in the partic- 
ular calendar year, is of the number of days in the whole 
of the particular ‘taxation year, and . 


(b) that proportion of the percentage so referred to for the 
taxation year immediately preceding the particular taxa- 
tion year that the number of days in that portion of the 
particular taxation year that is in the calendar year imme- 
diately preceding the particular calendar year, is of the 
number of days in the whole of the particular taxation 
year. 


All that portion of para. 51(1)(d) following subpara. (ii) substituted 
by, d97:2,:6 9.8. Sy 


53. [Repealed under former Act] 
Pre-RSC History: S. 53 repealed by 1974-75-76, c. 26, s. 139. 


54—56.1 [Repealed under former Act] 


Pre-RSC History: Ss. 5456.1 repealed by 1985, c. 45, s. 141. Ss. 
54-56.1 formerly read: 


54. Small business deduction for particular years — For 
the purposes of section 125 of the amended Act, where a cor- 
poration has a taxation year (in this section referred to as the 
“particular taxation year’’) part of which is before and part of 
which is after the commencement of any of the calendar years 
1973, 1974, 1975 and 1976 (in this section referred to as the 
“particular calendar year’’), the percentage referred to in sub- 
section 125(1) of the amended Act for the particular taxation 
year is the percentage equal to the aggregate of 


(a) that proportion of the percentage so referred to for the 
particular taxation year that the number of days in that 
portion of the particular taxation year that is in the partic- 
ular calendar year, is of the number of days in the whole 
of the particular taxation year, and 


(b) that proportion of the percentage so referred to for the 
taxation year immediately preceding the particular taxa- 
tion year that the number of days in that portion of the 
particular taxation year that is in the calendar year imme- 
diately preceding the particular calendar year, is of the 
number of days in the particular taxation year. 


55. (1) Foreign tax carryover — For the purposes of com- 
puting a taxpayer’s foreign-tax, carryover (within the meaning 
assigned by paragraph 126(7)(b) of the amended Act), for any 
taxation year commencing after 1971, a reference in subpara- 
graph 126(7)(b)() or (ii) to the “immediately preceding taxa- 
tion year” shall, for greater certainty, not include any taxation 
year ending before 1972. 


(2) Idem — Where a corporation has a taxation year part of 
which is before and part of which is after the commencement 
of 1972, for the purposes of computing its foreign-tax carry- 
over (within the meaning assigned by paragraph 126(7)(b) of 
the amended Act) for any subsequent taxation year, the 
amount deducted in its first taxation year ending after 1971 
(in this subsection referred to as the “relevant year”) in re- 
spect of a particular country under subsection 126(2) of the 
amended Act by the corporation from the tax for the relevant 
year otherwise payable under Part I of the amended Act shall 
be deemed to be that proportion of 


(a) the amount determined to be the least of the amounts 
described in paragraphs 126(2)(a) to (c) of the amended 
Act with respect to the corporation for the relevant year 
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that 


(b) the number of days in that portion of the relevant year 
that is in 1972 


is of 


(c) the number of days in the relevant year. 


56. Refundable dividend tax on hand — Where a corpora- 
tion has a taxation year part of which is before and part of 
which is after the commencement of 1972, for the purposes of 
computing its Canadian investment income and its foreign in- 
vestment income (within the meanings assigned by 
paragraphs 129(4)(a) and (b) of the amended Act) for that 
taxation year the following rules apply: 


(a) each amount otherwise determined under subpara- 
graph 129(4)(a)(ii) or (iii) thereof and each loss of the 
corporation for the year from a business or property shall 
be deemed to be that proportion of the amount thereof 
otherwise determined that the number of days in that por- 
tion of the taxation year that is in 1972 is of the number 
of days in the whole taxation year; and 


(b) each amount in respect of a dividend received by the 
corporation in the year and before 1972 that would, under 
the provisions of the former Act, have been exempt in- 
come of the corporation, shall be deemed to be exempt 
income of the corporation. 


56.01 (1) Capital gains dividend of a mutual fund corpo- 
ration — Where a dividend has become payable by a mutual 
fund corporation within the period of 60 days immediately 
following the taxation year that includes the day on which 
this section came into force, for the purposes of determining 
whether or not that dividend is a capital gains dividend, para- 
graph 131(6)(b) of the amended Act shall be read as follows: 


“(b) “capital gains dividend account” of a mutual fund 
corporation at any time means the amount, if any, by 
which 


(i) its capital gains for all taxation years commenc- 
ing more than 60 days before that time from dispo- 
sitions of property after 1971 and before that time 
while it was a mutual fund corporation, 


exceeds, 
(ii) the aggregate of 


(A) its capital losses for all taxation years 
commencing more than 60 days before that 
time from dispositions of property after 1971 
and before that time while it was. a mutual 
fund corporation, 


(B) all capital gains dividends that became 
payable by the corporation before that time 
and after the end of the last taxation year end- 
ing more than 60 days before that time, and 


(C) all amounts each of which is an amount in 
respect of any taxation year of the corporation 
ending more than 60 days before that time 
throughout which it was a mutual fund corpo- 
ration, equal to 5 times its capital gains refund 
for that year;” 


(2) Idem — For the purpose of computing any refund under 
subsection 131(2) of the amended Act in respect of the taxa- 
tion year that includes the day on which this section came 
into force, clause 131(2)(a)G)(A) thereof shall be read as 
follows: 


(A) all capital gains dividends paid by the corporation 
in the year or within 60 days after the end of the year, 
and”. 


56.1 Mutual fund trusts — For the purpose of subsection 
132(6) of the amended Act, where at any particular time 
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before 1973 a trust has complied with the conditions referred 

to in paragraph (c) thereof,, it shall be deemed to have com- 

plied. with those conditions during the whole of the period 
(a) commencing with such day after 1971 and before the 
particular time as the trust may designate in the return of 
income required by section 150 of the amended Act to be 
filed by it for its 1972 taxation year, and 
(b) ending with the particular time. 

56.01 added by. 1973-74, c. 30, s. 30. 


55 substituted, s. 56.1 added by 1973-74, c. 14, ss. 83, 84. 


57. (1)-(7) [Repealed under former Act] 


Pre-RSC History: Subsecs. 57(1)-(7) repealed by 1985, c. 45, 
subsec. 142(1). Subsecs. 57(1)-(7) formerly read: 
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57. (1) Specified personal corporations — No tax is paya- 
ble under Part I of the amended Act on the taxable income for 
the 1972 taxation year of a specified personal corporation. 


(2) Dividends received — No tax is payable under Part IV 
of the amended Act in respect of dividends received by a 
specified personal corporation in its 1972 taxation year. 


(3) Amount included in income of shareholder — In the 
case of a taxpayer who was a shareholder of.a specified per- 
sonal corporation at the end of the corporation’s 1972 taxa- 
tion year, there shall be included in computing the income of 
the taxpayer for his taxation year in which the corporation’s 
1972 taxation year ended, that proportion of the income of the 
corporation for its 1972 taxation year that the value of all 
property transferred or loaned to the corporation by the tax- — 
payer or by any person by whom his share was previously 
owned is of the value of all property so acquired by’ the cor- 
poration from all of its shareholders. 


(4) Valuation of transferred property — The value of any 
property transferred or loaned to a specified personal corpora- 
tion shall be deemed, for the purposes of this. section, to be its 
fair market value at the time when ihe property was trans- 
ferred or loaned to the corporation. 


(5) Transfers — For the purposes of this section, where the 
property of a specified personal corporation is transferred to 
or otherwise acquired by another specified personal corpora- 
tion, the shareholders of the first corporation shall be deemed 
to have transferred to the second corporation the property that 
they or persons who previously owned their shares trans- 
ferred to the first corporation. 


(6) Taxable dividends — Where a part of the income for the 
1972 taxation. year of a specified personal. corporation is re- 
quired by subsection (3) to be included in computing the in- 
come of a taxpayer for a taxation year, the taxpayer shall be 
deemed to have received at the end of the corporation’s 1972 
taxation year, as a taxable dividend from a taxable Canadian 
corporation, that proportion of the part so required to be in- 
cluded that 


(a) the amount, if any, by which the aggregate of all taxa- 
ble dividends received by the specified personal corpora- 
tion in its 1972 taxation year from taxable Canadian cor- 
porations exceeds the aggregate of all outlays and 
expenses deductible in computing the specified personal 
corporation’s income for the 1972 taxation year, to the 
extent that they may reasonably be regarded as having 
been made or incurred for the purpose of earning those 
dividends, 


is of 


(b) the income of the specified personal corporation for 
its 1972 taxation year. 


(7) Foreign taxes — Where a part of the income for the 
1972 taxation year of a specified personal corporation is re- 
quired by subsection (3) to be included in computing the in- 
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come of a taxpayer for a taxation year, the taxpayer shall, for 
the purposes of section 126 of the amended Act and section 
41 of the former Act, be deemed to have income for the year, 
other than income from a business, from sources in a foreign 
country, equal to that proportion of the part so required to be 
included that 


(a) the. income of the specified personal corporation for 
its, 1972 taxation year from. sources in that country, 


is of 


(b) the income of the specified personal corporation for 
its 1972 taxation year, 


and the taxpayer shall be deemed, for the purposes of section 
126 of the amended Act and section 41 of the former Act, to 
have paid as income tax thereon, other than as business-in- 
come tax, to the government of that country for the year an 
amount equal.to that proportion of the income or profits tax 
paid or deemed to have been paid to that government by the 
specified personal corporation for its 1972 taxation year that 


(c) the part so required to be included in computing the 
taxpayer’s income for the year 


is of 


(d) the income of the specified personal corporation for 
its 1972 taxation year. 


(8) [Repealed under former Act] 


Pre-RSC History: Subsec. 57(8) repealed by 1977-78, c. 1, s. 111, 
applicable in computing tax-paid undistributed surplus on hand after 
December 31, 1978. Subsec. 57(8) formerly read: 


(8) Tax-paid undistributed income — In computing a spec- 
ified personal corporation’s tax-paid undistributed surplus on 
hand at any time after the end of its 1972 taxation year, there 
shall be added to the aggregate of amounts described in sub- 
paragraphs 89(1)(k)(i) to (iii) of the amended Act, an amount 
equal to the aggregate of 
(a) all, dividends received by it in its 1972 taxation year 
and before 1972 from other corporations, to the extent 
that such dividends were, under the provisions of subsec- 
tion 67(6), (7) or (8) of the former Act that are applicable 
by virtue of subsection (12) of this section, not required 
to be included in computing the income of the specified 
personal corporation for its 1972 taxation year, and 


(b) that proportion of the aggregate of its incomes for its 
1972 taxation year, other than amounts described in para- 
graph (9)(a) or (b), that the number of days in. that por- 
tion of the taxation year that is in 1971 is of the number 
of days in the whole taxation year. 


(9) Capital dividend account — In computing a 
specified personal corporation’s capital dividend ac- 
count at any time after the end of its 1972 taxation 
year, there shall be added to the total of the amounts 
described in paragraphs (a) and (b) of the definition 
“capital dividend account” in subsection 89(1) of the 
amended Act the total of its net capital gains (within 
the meaning assigned by subsection 51(3) of the Jn- 
come Tax Application Rules, 1971, Part U1 of Chap- 


ter 63 of the Statutes of Canada, 1970-71-72, as it 


read before October 29, 1985) for its. 1972 taxation 
year, and that proportion of the total of its incomes 
for that. year, other than 
(a) any taxable capital gains of the corporation 
for the year from dispositions of property, and 


(b) any amounts that were, because of subsection 
57(3) of the Income Tax Application Rules, 1971, 
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Part Ill of chapter 63 of the Statutes of Canada, 
1970-71-72, as it read before October 29, 1985 or 
under the provisions of subsection 67(1) of the 
former Act that applied because of subsection 
57(12) of those Rules as it read before that date, 
required to be included in computing the income 
of the specified personal corporation for its 1972 
taxation year, . 


that the number of days in that portion of the 1972 
taxation year that is in 1972 is of the number of days 
in the whole year. 


Related Provisions: ITAR 69 (meaning of “Income Tax Applica- 
tion Rules, 1971, Part Ill of chapter 63 of the stafutes of Canada, 
1970-71-72”). 


(10) [Repealed under former Act] 


Pre-RSC History: Subsec. 57(10) repealed by 1985, c. 45, subsec. 
142(2). Subsec. 57(10) formerly read: 


(10) Statement to be filed — The shareholder by whom a 
specified personal corporation is controlled shall file with the 
return of his income for his taxation year in which the 1972 
taxation year of the specified corporation ends, a statement of 
the assets, liabilities and income of the specified personal cor- 
poration for the year and if he fails so to file such a statement 
for the year there may be included in his income for that year 
double the amount of the part of the income of the corpora- 
tion for the year required by subsection (3) to be included in 
computing his income for the year. 


(11) Meaning of “specified personal corpora- 
tion” — For the purposes of this section, a corpora- 
tion is a specified personal corporation if 


(a) part of its 1972 taxation year was before and 
part thereof after the beginning of 1972; and 


(b) during the whole of the period beginning on 
the earlier of June 18, 1971 and the beginning of 
its 1972 taxation year and ending at the end of its 
1972 taxation year, it was a personal corporation 
within the meaning assigned by section 68 of the 
former Act. 


(12) [Repealed under former Act] 


Pre-RSC History: Subsec. 57(12) repealed by 1985, c. 45, subsec. 
142(3). Subsec. 57(12) formerly read: 


(12) Rule where corporation’s 1971 taxation year ends in 
shareholder’s 1972 taxation year — Where the 1971 taxa- 
tion year of a corporation that was a personal corporation, 
within the meaning assigned by section 68 of the former Act, 
throughout its 1971 taxation year, ends in the 1972 taxation 
year of a taxpayer who was, at the end of the corporation’s 
1971 taxation year, a shareholder of the corporation, for the 
purposes of computing the taxpayer’s income for his 1972 
taxation year, the provisions of section 67 of the former Act 
are applicable but as though 


(a) subsections 67(6), (7) and (8) of the former Act were 
not applicable to dividends actually paid by the corpora- 
tion after 1971, and | 

(b) the references: in subsection 67(11) of the former Act 
to “section 41” were read so as to include a reference to 
section 126 of the amended Act. 


57.1 [Repealed under former Act] 
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Pre-RSC History: S. 57.1 repealed by 1985, c. 45, s. 143. S. 57.1 58. (1) Credit unions — For the purpose of com- 


formerly read: 


57.1 (1) Cooperative corporations — Where a cooperative 
corporation (within the meaning assigned by’ section 136 of 
the amended Act) has a taxation year part of which is before 
and part of which is after the commencement of 1972, the tax 
payable by it under Part I of the amended Act for the year 
shall be determined by the following rules: 


(a) determine the tax under Part I of the amended Act 
that, but for this subsection would be payable by it for its 
1972 taxation year on its amount taxable for its 1972 tax- 
ation year; 


(b) determine that proportion of the amount determined 
under paragraph (a) that the number of days in that por- 
tion of its 1972 taxation year that is in 1972 is of the 
number of days in the whole taxation year; 


(c) determine the aggregate of the taxes that, but for this 
subsection, would be payable by the corporation for its 
1972 taxation year 


(i) under Part I of the former Act, and 


(ii) under subsection 24(5) of the Old Age Security 
Act as it read before being amended by section 3 


on the assumptions that 


(iii) its. amount taxable for its 1972 taxation year 
were computed as if 


(A) subsections 75(3) and (5a) and paragraph 
75(4)(b) of the former Act were applicable, and 


(B) the references in subsection 75(3) and para- 
graph 75(4)(b) of the former Act to section 27 of 
that Act and to paragraph (k) of subsection (1) of 
section 62 of that Act were references to section 
111 and to paragraph 137(6)(b), respectively, of 
the amended Act, 


(iv) Division E of Part-I of the former Act and sub- 
sections 24(5) and (6) of the Old Age Security Act as 
it read before being amended by section 3 were ap- 
plicable to its 1972 taxation year, and 


(v) subsection 40(3) of the former Act were applica- 
ble to the 1972 taxation year but as though the pro- 
portion referred to in that subsection were the pro- 
portion that the number of days in that portion of the 
taxation year that is after June, 1971 and before 1972 
is of the number of days in that portion of the taxa- 
tion year that is before 1972; 


(d) determine that proportion of the aggregate determined 
under paragraph (c) that the number of days in that por- 
tion of its 1972 taxation year that is in 1971 is of the 
number of days in the whole taxation year; 


(e) determine the aggregate of the amounts determined 
under paragraphs (b) and (d) in respect of the 
corporation; 


and the aggregate determined under paragraph (e) is the tax 
under Part I of the amended Act payable by the corporation 
for its 1972 taxation year. 


(2) Ss. 51(1) not applicable — Subsection 51(1) does not 
apply for the purpose of determining the tax payable by a co- 
operative corporation (within the meaning assigned by sec- 
tion 136 of the amended Act) for its 1972 taxation year. 


(3) “Amount taxable” defined — In this section, “amount 
taxable” of a corporation for its 1972 taxation year has, sub- 
ject to subsection 51(2), the meaning assigned by Division E 
of Part I of the amended Act. 


Subpara. 57.1(1)(c)(v) added by 1972, c. 9, s. 6. 


puting the income of a credit union for the 1972 and 


subsequent taxation years, 
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(a) property of the credit union that is a bond, de- 
benture, mortgage or agreement of sale owned by 
it at the beginning of its 1972 taxation year shall 
be valued at its actual cost to the credit union, 


(i) plus a reasonable amount in respect of the 

amortization of the amount by which the prin- 

cipal amount of the property at the time it was 

acquired by the credit union exceeds its actual 
cost to the credit union, or 


(11) minus a reasonable amount in respect of 
the amortization of the amount by which its 
actual cost to the credit union exceeds the 
principal amount of the property at the time it 
was acquired by the credit union; 


(b) property of the credit union that is a debt ow- 
ing to the credit union (other than property de- 
scribed in paragraph (a) or a debt that became a 
bad debt before its 1972 taxation year) acquired 
by it before the beginning of its 1972 taxation 
year shall be valued at any time at the amount 
thereof outstanding at that time; 


(c) any depreciable property acquired by the 
credit union in a taxation year ending before 1972 
shall be deemed to have been acquired by it on 
the last day of its 1971 taxation year at a capital 
cost equal to 


(i) in the case of any building or automotive 
equipment owned by it on the last day of its 
1971 taxation year, the amount, if any, by 
which the depreciable cost to the credit union 
of the building or equipment, as the case may 
be, exceeds the product obtained when the 
number of full taxation years in the period be- 
ginning on the first day of the taxation year 
following the taxation year in which the build- 
ing or equipment, as the case may be, was ac- 
quired by it and ending with the last day of its 
1971 taxation year is multiplied by, in the 
case of a building, 2'/2%, and in the:case of 
equipment, 15%, of its.depreciable cost (and 
for the purposes of this subparagraph, a capi- 
tal improvement or capital addition to a build- 
ing owned by a credit union shall be deemed 
not to be part of the building but to be a sepa- 
rate and distinct building acquired by it, if the 
cost to the credit union of the improvement or 
addition, as the case may be, exceeded 
$10,000), 


(11) in the case of any leasehold interest, the 
proportion of the capital cost thereof to the 
credit union (determined without regard to 
this subparagraph) that 


(A) the number of months in the period 
commencing with the first day of the credit 
union’s 1972 taxation year and ending 
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with the day on which the leasehold inter- 
est expires 


is, of . 


(B) the number of months in the period be- 
ginning with the day on which the credit 
union acquired the leasehold interest and 
ending with the day on which the lease- 
hold interest expires, and 


(iii) in the case of any property (other than a 
building, automotive equipment or leasehold 
interest) acquired by the credit union after 
1961, the amount, if any, by which the depre- 
ciable cost to the credit union of such property 
exceeds the product obtained when the num- 
ber of full taxation years beginning with the 
first day of the taxation year following the 
taxation year in which the property was ac- 
quired by it and ending with the last day of its 
1971 taxation year is multiplied by '/2 the rele- 
vant percentage of the depreciable cost to the 
credit union of the property; and 


(d) the undepreciated capital cost to the credit 
union as of the first day of its 1972 taxation year 
of depreciable property of a prescribed class ac- 
quired by it before that taxation year is the total 
of the amounts determined under paragraph (c) to 
be the capital costs to it as of that day of all prop- 
erty of that class. ; 
Pre-RSC History: All that portion of para. 58(1)(c) preceding 
subpara. (11), subpara. 58(1)(c)(iii) substituted by 1974-75-76, c. 26, 
subsecs. 140(1), (2). 


(1.1) Exception — For the purpose of computing a 
capital gain from the disposition of depreciable prop- 
erty acquired by a credit union in a taxation year 
ending before 1972, the capital cost of the property 
shall be its capital cost determined without reference 
to paragraph (1)(c). 

Pre-RSC History: Subsec. 58(1.1) added by 1974-75-76, c. 26, 
subsec. 140(3). 


(2)-(3.1) [Repealed under former Act] 


Pre-RSC History: Subsecs. 58(2)-(3.1) repealed by 1985, c. 45, 
subsec, 144(1). Subsecs. 58(2)—(3.1) formerly read: 


(2) Deemed deductions — For the purposes of paragraph 
137(1)(c) of the amended Act, a credit union shall be deemed 
to have deducted, in computing its income for its 1971 taxa- 
tion year 
(a) under paragraph 137(1)(a) thereof, the maximum 
amount determined in prescribed manner that would have 
been claimable by the credit union under that paragraph 
as a reserve in respect of property described therein in 
computing its income for its 1971 taxation year if section 
137 of the amended Act had been applicable to that year, 
and 


(b) under paragraph 137(1)(b) thereof, the maximum 
amount determined in prescribed manner that would have 
been claimable by the credit union under that paragraph 
as a reserve in respect of debts described therein in com- 
puting its income for its 1971 taxation year if section 137 
of the amended Act had been applicable to that year, 


except that where the amount of the credit union’s 1971 re- 
serve is less than the aggregate of the amounts described in 
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paragraphs (a) and (b), it shall be deemed to have deducted in 
computing its income for its 1971 taxation year, 


(c) under paragraph 137(1)(a) of the amended Act, such 
portion of its 1971 reserve as it may claim, not exceeding 
the amount described in paragraph (a), and 


(d) under paragraph 137(1)(b) of the amended Act, such 
portion of the amount, if any, by which its 1971 reserve 
exceeds the amount determined under paragraph (c), as 
does not exceed the amount described in paragraph (b). 


(3) Special rule applicable to 1972 taxation year — 
Where a credit union has_a taxation year part of which is 
before and. part of which is after the commencement of 1972, 
the tax payable by it under Part I of the amended Act for that 
taxation year is that proportion of the tax otherwise payable 
by it under that Part for. the taxation year that the number of 
days in that portion of the taxation year that is in 1972 is of 
the number of days in the whole taxation year, and subsection 
51(1) does not apply for the purpose of determining the tax 
payable by it for that taxation ‘year. 


(3.1) Additional deduction for 1973 to 1976 taxation 
years — For the purposes of subsection 137(3) of the 
amended Act, where a credit union has a taxation year (in this 
section referred to as the “‘particular taxation year”) part of 
which is before and part of which is after-the commencement 
of any of the calendar years 1973, 1974, 1975 and 1976 (in 
this section referred to as the “particular calendar year”), the 
percentage referred to in subsection 137(3) of the amended 
Act for the particular taxation year is the percentage equal to 
the aggregate of 
(a) that proportion of the percentage so referred to for.the 
particular taxation year that the number of days in that 
portion of the particular taxation year that is in the partic- 
ular calendar year, is of the number of days in the whole 
of the particular taxation year, and 


(b) that proportion of the percentage so referred to for the 
taxation year immediately preceding the particular taxa- 
tion year that the number of days in that portion of the 
particular taxation year that is in the calendar year imme- 
diately preceding the particular calendar year, is of the 
number of days in the particular taxation year. 


(3.2) Determination of maximum cumulative 
reserve at end of taxation year — Notwith- 
standing the definition “maximum cumulative re- 
serve’ in subsection 137(6) of the amended Act, for 
the purposes of section 137 of the amended Act a 
credit union’s maximum cumulative reserve at the 
end of any particular year is the amount, if any, by 
which its maximum cumulative reserve at that time, 
determined under that definition without regard to 
this subsection, exceeds the lesser of 


(a) its maximum cumulative reserve, determined 
under that definition without regard to this sub- 
section, at the end of its 1971 taxation year, and 


(b) the amount, if any, by which its 1971 reserve 
exceeds the total of the amounts deemed by sub- 
section 58(2) of the Income Tax Application 
Rules, 1971, Part UI of chapter 63 of the Statutes 
of Canada, 1970-71-72, to have been deducted by 
it in computing its income for its 1971 taxation 
year. 

Related Provisions: ITAR 69 (meaning of “/ncome Tax Applica- 

tion Rules, 197], Part Ill of chapter 63 of the Statutes of Canada, 

1970-71-72”). 


1913 


ITAR 
S. 58(3.3) 


(3.3) Idem — Notwithstanding subsection (3.2), 
where at any time after May 6, 1974 there has been 
an amalgamation (within the meaning: assigned by 
section 87 of the amended Act) of two or more credit 
unions to form a new credit union, the maximum cu- 
mulative reserve of the new credit union shall be 
deemed to be the amount by which its maximum cu- 
mulative reserve, determined under the definition of 
that term in subsection 137(6) of the amended Act, 
exceeds the total of all amounts, if any, each of 
which is the lesser of the amounts referred to in 
paragraphs (3.2)(a) and (b) in respect of each of the 
predecessor corporations. 


(3.4) Idem — Notwithstanding subsection (3.2), 
where a credit union (in this subsection referred to as 
the acquirer) has, at any time after May 6, 1974, ac- 
quired otherwise than by way of amalgamation all or 
substantially all of the assets of another credit union, 
the maximum. cumulative reserve of the acquirer 
shall be the. amount by which the acquirer’s maxi- 
mum cumulative reserve, determined under the defi- 
nition of that term in subsection 137(6) of the 
amended Act, exceeds the total of 


(a) the lesser of the amounts determined under 
paragraphs (3.2)(a) and (b) in respect of the ac- 
quirer, and 


(b) the lesser of the amounts determined under 
paragraphs (3.2)(a) and (b) in respect of the other 
credit union. 


Pre-RSC History: Subsecs. 58(3.3), (3.4) added by 1974-75-76, c. 
26, subsec. 140(4). 


(4), (4.1) [Repealed under former Act] 


Pre-RSC History: Subsecs. 58(4), (4.1) repealed by 1985, c. 45, 
subsec. 144(2). Subsecs. 58(4), (4.1) formerly read: 


(4) Amounts not to be deducted — Notwithstanding the 
provisions of the amended Act, in computing a credit union’s 
income for the 1972 or any subsequent taxation year, there 
shall not be deducted 


(a) any payment made by it pursuant to an allocation in 
proportion to borrowing that is an amount credited to a 
member of the credit union in respect of interest that be- 
came payable: by the member to the credit union before 
the commencement of the credit union’s 1972 taxation 
year, or 


(b) any amount payable in the year by the credit union to 
any member of the credit-union. as, on account or.in lieu 
of payment of, or in satisfaction of interest, to the extent 
that that amount may reasonably be considered to be pay- 
able in respect of any period before the credit union’s 
1972 taxation year or to be computed by reference to any 
business carried on by the credit union before that year. 


(4.1) Amount of non-capital loss — The amount, if any, by 
which 


(a) the aggregate of amounts each of which is the 
amount, as of the commencement of the credit union’s 
1972 taxation year, of any share in the credit union of 
any member thereof, 


exceeds 


(b) the amount that would be the credit union’s 1971 re- 
serve if paragraph (5)(c) were read without reference to 
subparagraph (vi) thereof 
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shall, for the purposes of section 111 of the amended Act, be 
deemed to have been the credit union’s non-capital loss for its 
1971 taxation year, and, for greater certainty, section 37 does 
not apply for the purpose of computing a credit union’s taxa- 
ble income for any taxation year. 


(5) Definitions — In this section, 


“depreciable cost” to a credit union of any property 
means the actual cost to it of the property or the 
amount at which it is deemed by subsection 13(7) of 
the amended Act to have jetties the property, as 
the case may be; 


“relevant percentage” in relation to a prescribed 
class of property is the percentage prescribed in re- 
spect of that class by any regulations made under 
paragraph 11(1)(a) of the former Act; 


“1971 reserve” of a.credit union means the amount, 
if any, by which the total of all amounts each of 
which is 


(a) the amount of any money of the credit union 
on hand at the beginning of its 1972 taxation 
year, 


(b) an amount in ee of any property de- 
scribed in paragraph (1)(a) or (b), equal to the 
amount at which it is required by. those 
paragraphs to be valued at the beginning of its 
1972 taxation year, 


(c) an amount in respect of depreciable property 
of a prescribed class owned by the credit union 
on the first day of its 1972 taxation year, equal ‘to 
the amount determined under paragraph (1)(d) to 
be the undepreciated capital cost thereot to the 
credit union as of that day, or 


(d) an amount in respect of any capital property 
(other than depreciable property) owned by the 
credit union at the beginning of its 1972 taxation 
year, equal to its cost to the credit union com- 
puted without reference to the provisions of sec- 
tion 26, 


exceeds the total of all amounts each of which is 


(e) the amount of any debt owing by the credit 
union or of any other obligation of the credit 
union to pay an amount, that was outstanding at 
the beginning of its 1972 taxation year, exclud- 
ing, for greater certainty, any share in the credit 
union of any member thereof, or 


(f) the amount, as of the beginning of the credit 
union’s 1972 taxation year, of any share in the 
credit union of any member thereof. 


Pre-RSC History: The definition “depreciable cost” was para. 
58(5)(a); “relevant percentage”, para. 58(5)(b); “1971 reserve”, 
para. 58(5)(c). 


Interpretation Bulletins [ITAR 58]: IT-483: Credit unions. 


59. (1) [Repealed under former Act] 
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Pre-RSC History: Subsec. 59(1) repealed by 1985, c. 45, s. 145. 
Subsec. 59(1) formerly read: 


59. (1) Non-resident-owned investment corporation — In 
its application to the 1972 to 1975 taxation years. of a corpo- 
ration, section 133 of the amended Act shall be read as if 


(a) subsection (3) thereof were read as follows: 
“(3) The tax payable under this Part by a corpora- 
tion for a taxation year when it was a non-resident- 
owned investment corporation is the aggregate of 
(a) 25%, of the lesser of 


(i) the corporation’s taxable ‘income for 
the year, and 


(ii) the amount determined under subpara- 
graph (9)(b)(iit) in respect.of.the corpora- 
tion for the year, and 
(b). 15% of the amount, if any, by which the 
amount determined under subparagraph (a)(1) 
exceeds the amount determined under subpara- 
graph (a)(ii).”, and 
(b) the references in subsection (9) thereof to “!/;” and 
“4,” were read as references to “15/85” and “100/85” 
respectively. 


(2) Non-resident-owned investment corpora- 


tion — In its application to the 1972 and subsequent _ 


taxation years of a corporation, section 133 of the 
amended Act shall be read as if, in respect of such 
portion of any period described in the definition 
“non-resident-owned investment corporation” in 
subsection 133(8) of that Act as ended before the be- 
ginning of the corporation’s 1976 taxation year, par- 
agraph (a) of that definition were read as follows: 


“(a) at least 95% of the total value of its issued 
shares, and all of its bonds, debentures and 
other funded indebtedness, were 


(i) beneficially owned by non-resident per- 
sons (other than any foreign affiliate of a 
taxpayer resident in Canada), 


(ii) owned by trustees for the benefit of non- 
resident persons or their unborn issue, or 


(iii) owned by a corporation, whether incor- 
porated in Canada or elsewhere, at least 95% 
of the total value of the issued shares of 
which and all of the bonds, debentures and 
other funded indebtedness of which were 
beneficially owned by non-resident persons 
or owned by trustees for the benefit of non- 
resident persons or their unborn issue, or by 
two or more such corporations;’. 


60. [Repealed under former Act] 


Pre-RSC History: S. 60 repealed by 1985, c. 45, s. 146. S. 60. 


formerly read: 


60. (1) Foreign business corporations — Notwithstanding 
section 9, section 71 of the former Act is applicable to any 
taxation year of a corporation commencing before 1972. 


(2) Tax — Notwithstanding any other provisions of this. Act, 
where a corporation was, by virtue of section 71 of the former 
Act or under the provisions of that section that are applicable 
by virtue of subsection (1) of this section, exempt from tax 
under Part I of the former Act for its last taxation year com- 
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mencing before 1972, for the purpose of computing the tax 
payable by it under the amended Act for each of the 4 imme- 
diately following taxation years the following rules apply: 


(a) for the purpose of computing its taxable income for 
the year, there may be deducted from its income for the 
year an amount equal to the relevant percentage for that 
year of the lesser of 


(1) the corporation’s taxable i income (or the year. oth- 
erwise determined, and 


(ii) the amount, if any, by which 


(A) the ag ggregate of amounts each of which is 
the corporation’s income for the year (other than 
from dividends received by it from a foreign af- 
filiate of the corporation) from a source in a 
country other than Canada, 


exceeds 


(B) the aggregate of amounts each of which is 
the corporation’s loss for the year from a source 
in a country other than Canada; 


(b) for the purposes of section 126 of the amended Act, 


(i) the business-income tax paid by the corporation 
for the year in respect of businesses carried on by it 
in a country other than Canada shall be deemed to be 
the percentage, equal to 100% minus the relevant 
percentage for that year, of the amount otherwise de- 
termined to be the business-income tax paid by the 
corporation for the year in respect of businesses car- 
ried on by it in that country, and 


(ii) the non-business-income tax paid by the corpora- 
tion for the year to the government of a country other 
than Canada shall be deemed to be the percentage, 
equal to 100% minus the relevant percentage for that 
year, of the amount otherwise determined to be the 
non-business-income tax paid by the corporation for 
the year to the government of that country; and 


(c) where the corporation was, at any time in the year, a 
private corporation, there may be deducted from the tax 
under Part IV of the amended Act otherwise payable by it 
for the year, the relevant percentage for that year of such 
tax, and for the purposes of subsection 129(3) of the 
amended Act the tax under that Part payable by it for the 
year shall be deemed to be an amount equal to the 
remainder. 


(3) “Relevant percentage” defined — For the purposes of 
subsection (2), “relevant percentage” for a taxation year com- 
mencing after 1971 of a corporation means, 


(a) for the first taxation year of the corporation com- 
mencing after 1971, 80%, 


(b) for the second taxation year of the corporation com- 
mencing after 1971, 60%, 


(c) for the third taxation year of the corporation com- 
mencing after 1971, 40%, and 


(d) for the fourth taxation year of the corporation com- 
mencing after 1971, 20%. 


Subsec. 60(2) substituted by 1973-74, c. 14, s. 85. 


60.1 Taxes payable by insurer under Part IA 
of former Act — For the purposes of the descrip- 
tion of F in the definition “surplus funds derived 
from operations” in subsection 138(12) of the 
amended Act, the reference in that description to 
“this Part” shall be deemed to be a reference to “this 
Part and Part IA of the former Act”. 
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Pre-RSC History: S. 60.1 added by 1973-74, c. 14, s. 86. 


61. (1) Registered retirement savings plans — 
For the purposes of the definition “non-qualified in- 
vestment” in subsection 146(1) of the amended Act, 
property acquired after June 18, 1971 and before 
1972 by a trust governed by a registered retirement 
savings plan shall, if owned or held by the trust on 
January 1, 1972, be deemed to have been acquired 
by the trust on January 1, 1972. 


(2) [Not included in R.S.C. 1985] 
Pre-RSC History: Subsec. 61(2) formerly read: 


(2) Refunds of premiums where death before 1972 — 
Where 


(a) an annuitant under a registered retirement savings 
plan died before 1972, 


(b) a taxpayer received, after 1971, an amount as a refund 
of premiums (within the meaning assigned by section 
146 of the amended Act) under that plan, and 
(c) the taxpayer has, within a prescribed time, 


(i) filed with the Minister a statement indicating that 
the taxpayer has elected to have this subsection apply 
with respect to that amount, and 


(ii) paid to the Receiver General, as tax payable by 
him under Part I of the amended Act in addition to 
any other tax payable by him under that Part, an 
amount equal to 15% of the amount so received, 


the amount of the refund of premiums shall not be included 
by virtue of subsection 146(8) of the amended Act in comput- 
ing the taxpayer’s income for the year in which he received 
that amount. 

Subpara. 61(2)(c)(ii) substituted by. 1980-81-82-83, c. 48, s. 119. 


Subsec. 61(2) added by 1973-74, c. 14, s. 87. 


62. (1) Assessments — Subsections 152(4) and 
(5) of the amended Act apply in respect of any as- 
sessment made after December 23, 1971, except that 
subsection 152(5) of that Act does not apply in re- 
spect of any such assessment made in consequence 
of a waiver filed with the Minister before December 
23, 1971 in the form and within the time referred to 
in subsection 152(4) of that Act. 


(2) Interest — Subsections 161(1) and (2), 164(3) 
and (4), 202(5) and 227(8) and (9) of the amended 
Act, subsection 183(2) of the Income Tax Act, chap- 
ter 148 of the Revised Statutes of Canada, 1952, and 
subsection 195(1) of that Act as it read in its applica- 
tion in respect of dividends paid or received before 
April 1, 1977, in so far as those subsections relate to 
the rate of interest payable thereunder, apply in re- 
spect of interest payable in respect of any period af- 
ter December 23, 1971. 


(3) [Repealed under former Act] 


Pre-RSC History: Subsec. 62(3) repealed by 1988, c. 55, s. 197. 
Subsec. 62(3) formerly read: 


(3) Penalties — Subsection 163(1) of the amended Act is 
applicable in respect of any return of income required to be 
filed after 1971 and subsection 163(3) thereof is applicable in 
respect of any appeal instituted after the coming into force of 
this Act. 
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(4) Objections to assessment — Subsection 
165(3) of the amended Act applies in respect of any 
notice of objection served on the Minister after De- 
cember 23, 1971. 


(5) Appeals — Division J of Part I of the amended 
Act applies in respect of any appeal or application 
instituted or made, as the case may be, after Decem- 
DebeZ Seok tak: 


(6) Appeals to Federal Court — Any appeal to 
the Federal Court instituted, within 2 years after De- 
cember 23, 1971 and in accordance with Division J 
of Part I of the former Act and any rules made there- 
under (as those rules read immediately before De- 
cember 23, 1971), shall be deemed to have been in- 
stituted in the manner provided by the amended Act, 
and any document served on the Minister or a tax- 
payer in connection with an appeal so instituted in 
the manner provided in that Division and those rules 
shall be deemed to have been served in the manner 
provided by the amended Act. 


63. [Repealed under former Act] 


Pre-RSC History: S. 63 repealed by 1977-78, c. 1, s. 112, applica- 
ble in computing tax-paid undistributed surplus on hand after De- 
cember 31, 1978. S. 63 formerly read: 


63. Part Il of amended Act — Where a corporation that has 
a taxation year part of which is before and part of which is 
after the commencement of 1972, has in the year and before 
June 19, 1971 redeemed or acquired any of its shares, other 
than common shares, it may, on or before the day on or 
before which it is required to pay tax under Part II of the 
amended Act for the year on the amount of the premium on 
the share, elect in prescribed manner and in prescribed form 
to deduct an amount, not exceeding the amount of its tax-paid 
undistributed surplus on hand at the time of the election, from 
the amount of the premium on which it is liable to. pay tax 
under that Part and to pay tax under that Part on the remain- 
der, if any; in which case its tax-paid undistributed surplus on 
hand at any subsequent time shall be deemed to be the 
amount thereof otherwise determined at that time minus the 
amount that the corporation has so elected to deduct. 


64. [Repealed under former Act] 


Pre-RSC History: S. 64 repealed by 1984, c. 45, s. 98, arcane 
to 1985 et seq. S. 64 formerly read: 


64. Preferred-rate amount — Where a corporation has a 
taxation year part of which is before and part of which is after 
the commencement of 1972, for the purpose of computing its 
preferred-rate amount (within the meaning assigned by sub- 
section 190(2) of the amended Act) at the end of its 1972 tax- 
ation year the amount deductible under section 125 of the 
amended Act from the tax otherwise payable by the corpora- 
tion under Part I thereof for the year shall be deemed to be 
that proportion of the amount thereof otherwise deductible 
thereunder that 


(a) the number of days in that portion of the taxation year 
that is in 1972 


is of 
(b) the number of days in the whole taxation year. 


All that portion of s. 64 preceding para. (a) substituted by 1973-74, 
c. 14, 5.88. 
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64.1 [Repealed under former Act] 


Pre-RSC History: S. 64.1 repealed by 1977-78, c. 1, s. 113, 
applicable in respect of dividends paid after March 31, 1977. S. 64.1 
formerly read: 


64.1 Life insurance corporation’s control period earn- 
ings — Notwithstanding anything contained in subsection 
192(10.1) of the amended Act, the amount of a life insurance 
corporation’s earnings for a control period that was available 
for payment of dividends at a particular time is the aggregate 
of the amount thereof determined under that subsection and 
all income or profits taxes paid or payable by the corporation, 
for taxation years ending after 1968 and before 1972 that are 
in the control period, to a government of a country other than 
Canada or to a state, province or other political subdivision of 
a country other than Canada. 


S. 64.1 substituted by 1973-74, c. 14, s. 89. 


64.2 [Repealed under former Act] 


Pre-RSC History: S. 64.2 repealed by 1977-78, c. 1, s. 113, 
applicable in respect of dividends paid after March 31; 1977. $. 64.2 
formerly read: 


64.2 Parts Vil and VIII of amended Act — For the purposes 
of Parts VII and VIII of the amended Act, 


(a) control of a corporation shall be deemed not to have 
been acquired by another person at any particular time 
before 1972 unless at that time that other person had ac- 
quired control, within the meaning assigned by subsec- 
tion 28(3) of the former Act, of the corporation; and 


(b) where, at the commencement of 1972, one corpora- 
tion was 


(i) controlled, within the meaning assigned by sub- 
section 192(4) of the amended Act, by another cor- 
poration, and 


(i1) not controlled, within the meaning assigned by 
subsection 28(3) of the former Act, by that other 
corporation, 


control of the corporation shall be deemed to have been 
acquired by that corporation at that time. 


64.3 [Repealed under former Act] 


Pre-RSC History: S. 64.3 repealed by 1974-75-76, c. 26, s..141, 
applicable in respect of elections made under s. 64.3 after the day 
on which 1974-75-76, c. 26, is assented to. S. 64.3 formerly read: 


64.3 Retroactive Part IX election — Where a corporation 
has, before the coming into force of this section, made one or 
more elections under subsection 83(1) of the amended Act 
and has, subsequently at any particular time before 1976, 
made an election under this section, in prescribed manner and 
prescribed form, wherein it has specified one of those elec- 
tions made before the coming into force of this section (in 
this section referred to as the “specified election”), the fol- 
lowing rules apply if, at the particular time, the corporation 
complied with the requirements (including the ‘payment of 
any tax) of Part IX of the amended Act in respect of the elec- 
tion it is deemed by paragraph (a) to have made under that 
Part by virtue of its election under this section: 


(a) the corporation shall be deemed to have made, 


(i) immediately before the time immediately before 
the specified election was made, and 


(ii) after the last election, if any, under Part [IX of the 
arnended Act (other than an election deemed by this 
paragraph to have been made) by it before the speci- 
fied election was made, 
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an election under subsection 196(1) of the amended Act 
in respect of an amount referred to in paragraph (b) 
thereof, 


(b) any tax paid at the particular time by the corporation 
under Part IX of the amended Act as a consequence of its 
election under this section shall be deemed to have been 
paid by the corporation at the time at which the corpora- 
tion is deemed by paragraph (a) to have made the elec- 
tion under subsection 196(1) of the amended Act in re- 
spect of an amount referred to in paragraph (b) thereof, 
and 


(c) the corporation shall pay interest at a prescribed rate 
per annum on the amount of the tax described in para- 
graph (b) from the time the specified election was made 
to the particular time. 


S. 64.3 added by 1973-74, c. 14, s. 90. 


65. (1) Part XI of amended Act — Where, at any 
particular time after June 18, 1971 and before July 1, 
1972, a taxpayer described in section 205 of the 
amended Act has acquired a foreign property that 
was 


(a) a share of the capital stock of a corporation 
that would be a mutual fund corporation if para- 
graph 131(8)(a) of the amended Act were read 
without reference to the words “that was a public 
corporation’, 


(b) a unit of a trust that would be a mutual fund 
trust if. subsection 132(6) of the amended Act 
were read without reference to paragraph 
132(6)(c), or 


(c) an interest, as a beneficiary under a trust, in 
property held subject to the trust by a trust com- 
pany incorporated under the laws of Canada or a 
province, if 


(i) throughout the 1971 taxation year of the 
trust, 


(A) all the property of the trust was held in 
trust for the benefit of not less than 20 ben- 
eficiaries, and 


(1) not less than 20 of the beneficiaries 
were taxpayers described in paragraph 
205(a) or (c) of the amended Act, or 


(I) not less than 100 of the benefi- 
ciaries were taxpayers described in par- 
agraph 205(b) of the amended Act, 


(B) not less than 80% of all the property of 
the trust consisted of shares, bonds, mort- 
gages, marketable securities or cash, and 


(C) not more than 10% of all the property 
of the trust consisted of shares, bonds, 
mortgages or other securities of any one 
corporation or debtor other than Her Maj- 
esty in right of Canada or of a province or 
a Canadian municipality, 


(ii) not less than 95% of the income of the 
trust for its 1971 taxation year was derived 
from investments described in clause (i)(B), 
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(111) the total value of all such interests owned 
by all beneficiaries mentioned in clause (i)(A) 
to which any one employer has made or may 
make contributions did not exceed, at any 
time in the 1971 taxation year of the trust, 
25% of the value of all the property of the 
trust at that time, and 


(iv) the total value of all such interests owned 
by all beneficiaries mentioned in subclause 
(1)(A)CD to which any one taxpayer has paid 
or may pay premiums does not exceed, at any 
time in the 1971 taxation year of the trust, 
25% of the value of all the property of the 
trust at that time, 


the property shall, to the extent that the cost to the 
taxpayer thereof does not exceed the amount, if any, 
by which the taxpayer’s foreign investment limit ex- 
ceeds the total of the costs to it of all foreign proper- 
ties described in paragraphs (a) to (c) acquired by the 
taxpayer after June 18, 1971 and before the particu- 
lar time, be deemed 


(d) for the purposes of Part XI of the amended 
Act, to have been acquired before June 19, 1971 
and not to have been acquired after June 18, 
1971, and 


(e) where the taxpayer was a trust governed by a 
registered retirement savings plan, notwithstand- 
ing the definition “qualified investment” in sub- 
section 146(1) of the amended Act, to have been 
a qualified investment for the purposes of section 
146 of that Act. 
Pre-RSC History: All that portion of subsec. 65(1) preceding 
para. (a) substituted by 1973-74, c. 14, subsec. 91(1). 
Regulations: 221(1)(g) (reporting requirements for trust described 
under ITAR 65(1)(c)). 


Forms: T3F: Investments prescribed to be qualified or not to be 
foreign property information return. 


(1.1) Idem — Where, at any particular time after 
October 13, 1971 and before July 1, 1972, a taxpayer 
to whom Part XI of the amended Act applies has ac- 
quired a foreign property that was a share of the cap- 
ital stock of a corporation that would be an invest- 
ment corporation if subparagraph 130(3)(a)(i) of the 
amended Act were read without reference to the 
words “that was a public corporation”; for the pur- 
poses of subsection (1) the share so acquired shall be 
deemed to be a share described in paragraph (1)(a). 


Pre-RSC History: Subsec. 65(1.1) substituted by 1973-74, c. 14, 
subsec, 91(2). 


(2) Definition of “foreign investment limit” — 
In subsection (1), “foreign investment limit” of a 
taxpayer means the total of 


(a) the taxpayer’s income from property for its 
1971 taxation year, 


(b) where the taxpayer was, throughout its 1971 
taxation year, a taxpayer described in paragraph 
205(a) of the amended Act, all amounts each of 
which is such portion of any amount paid or con- 
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tributed by any person to or under the plan in 
1971 as was deductible in computing that. per- 
son’s income for the 1971 taxation year under 
paragraph 11(1)(g) or (h) of the former Act, or as 
would have been deductible in computing that in- 
come under paragraph 11(1)(i) of the former Act 
if that paragraph were read (except for the pur- 
poses of subparagraph 11(1)(@)(ii) of that Act) 
without reference to subparagraph 11(1)(i)(ii) of 
that Act, 


(c) where the taxpayer was, throughout its 1971 
taxation year, a trust governed by a registered re- 
tirement savings plan, all amounts each of which 
is such portion of any premium paid in 1971 by 
the annuitant under the plan as: was deductible 
under subsection 79B(5) of the former Act in 
computing the annuitant’s income for the 1971 
taxation year, and 


(d) where the taxpayer was, throughout its 1971 
taxation year, a trust governed by a deferred 
profit sharing plan, all amounts each of which is 
such portion of any amount paid by an employer 
to a trustee under the plan as was deductible 
under subsection 79C(7) of the former Act in 
computing the employer’s income for the 1971 ~ 
taxation year. 


(3) Foreign property acquired by registered 
retirement savings plan — Where, at any partic- 
ular time after 1971 and before July 1, 1974, a trust 
governed by a registered retirement savings plan ac- 
quired a foreign property described in paragraph 
(1)(a) or (b) or a foreign property that would be de- 
scribed in paragraph (1)(c) if the references in that 
paragraph to the “1971 taxation year” of the trust 
were read as references to the “1972 and 1973 taxa- 
tion years” of the trust, the property shall, to the ex- 
tent that the cost to the trust thereof did not exceed 
the amount, if any, by which the trust’s foreign rein- 
vestment limit exceeded the total of the cost to it of 
all such foreign properties so acquired by it after 
1971 and before the particular time, be deemed 


(a) for the purposes of Part XI of the amended 
Act, to have been acquired before June 19, 1971 
and not to have been acquired after June 18, 
1971; and 


(b) notwithstanding the definition “qualified in- 

vestment” in subsection 146(1) of the amended 

Act, to have been a qualified investment for the 

purposes of section 146 of that Act. ) 
Pre-RSC History: All that portion of subsec. 65(3) preceding 
para. (a) substituted by 1973-74, c. 14, subsec. 91(3). 


Forms: T3F: Investments prescribed to be qualified or not to be 
foreign property information return. 


(4) Definition of “foreign reinvestment 
limit” — In subsection (3), “foreign reinvestment 
limit” of a trust governed by a registered retirement 
savings plan means such portion of the total of 


(a) the trust’s income from property for its 1972 
and 1973 taxation years, 
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(b) all amounts each of which is such portion of 
any premium paid by the annuitant under the plan 
as was deductible under subsection 146(5) of the 
amended Act in computing the annuitant’s in- 
come for the 1972 or 1973 taxation year, 


(c) all amounts each of which is a capital gains 
dividend (within the meaning assigned by subsec- 
tion 131(1) of the amended Act) received by the 
trust in its 1972 or 1973 taxation year, and 


(d) 2 times the total of all amounts each of which 
is, because of subsection 104(21) of the amended 
Act, deemed to be a taxable capital gain of the 
trust for its 1972 or 1973 taxation year, 


as was, under the terms and conditions of the plan as 
fixed on or before June 18, 1971, required to be in- 
vested by the trust in foreign property described in 
paragraph (1)(a) or (b) or foreign property that 
would be described in paragraph (1)(c) if the refer- 
ences in that paragraph to the “1971 taxation year” 
of the trust were read as references to the “1971 and 
1972 taxation years” of the trust. 


(5) Shares of a mutual fund corporation 
received on amalgamation — Where, after May 
25, 1976, there has been an amalgamation (within 
the meaning assigned by section 87 of the amended 
Act) of two or more mutual fund corporations (each 
of which corporations is in this subsection referred to 
as a “predecessor corporation’) to form one corpo- 
rate entity (in this subsection referred to as the “new 
corporation’), and 


(a) any shareholder that is a taxpayer described in 
any of paragraphs 205(a), (b) or (c) of the 
amended Act owned shares of the capital stock of 
a predecessor corporation (in this subsection re- 
ferred to as the “old shares”) on June 18, 1971 
and thereafter without interruption until immedi- 
ately before the amalgamation, 


(b) any shares referred to in paragraph (a) were 
foreign property (within the meaning assigned by 
subsection 206(1) of the amended Act) immedi- 
ately before the amalgamation, and 


(c) no consideration was received by the share- 
holder for the disposition of the old shares on the 
amalgamation, other than shares of the capital 
stock of the new corporation (in this subsection 
referred to as the “new shares’), 


notwithstanding any other provision of this Act or of 
the amended Act, for the purpose of subsection 
206(2) of the amended Act, the taxpayer shall be 
deemed not to have acquired the new shares after 
June 18, 1971. 
History: All that portion of subsec. 65(5) following para. (a) sub- 
stituted by 1994, c. 7, Sch. II (1991, c. 49), s. 202, applicable to 
periods occurring after October 1985. That portion formerly read: 
(b) any shares referred to in paragraph (a) were foreign 
property (within the meaning assigned by subsection 
206(2) of the amended Act) immediately before the 
amalgamation, and 
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(c) no consideration was received by the shareholder for 
the disposition of the old shares on the amalgamation 
other than shares of the capital stock of the new corpora- 
tion (in this subsection referred to as the “new shares’’), 


notwithstanding any other provision. of this Act or the 
amended Act, for the purposes of subsection 206(1) of the 
amended Act, the taxpayer is deemed to have acquired the 
new shares prior to June 18, 1971. 


Pre-RSC History: Subsec. 65(5) added by 1976-77, c. 4, s. 84, 
applicable after May 25, 1976. 


Paras. 65(4)(c), (d) added by 1973-74, c. 14, subsec. 91(4). 


Interpretation Bulletins [ITAR 65]: IT-412R2: Foreign property 
of registered plans. 


65.1 Part XV of amended Act — For greater 
certainty, 


(a) section 9 does not apply in respect of the re- 
peal, by section 1 of chapter 63 of the Statutes of 
Canada, 1970-71-72, of Part V. of the former Act 
and the substitution therefor, by that section, of 
Part XV of the amended Act, and 


(b) in its application in respect of any offence de- 
scribed in subsection 239(1) of the amended Act 
that was committed before December 23, 1971, 
paragraph 239(1)(f) of the amended Act shall be 
read as follows: 


“(f) a fine of not less than $25 and not more 
than $10,000 plus, in an appropriate case, an 
amount not exceeding double the amount of 
the tax that should have been shown to be 
payable or that was sought to be evaded, or”. 


66. (1) Part Il of former Act — For greater cer- 
tainty, Part II of the former Act applies only in re- 
spect of elections made thereunder before 1972. 


(2) [Repealed under former Act] 


Pre-RSC History: Subsec. 66(2) repealed by 1977-78, c. 1, s. 114, 
applicable in computing 1971 undistributed income on hand after 
December 31, 1978. Subsec. 66(2) formerly read: 


(2) ldem — Where, by virtue of an election made by a corpo- 
ration under Part II of the former Act at any time after the end 
of its 1971 taxation year and before 1972, the corporation has 
paid tax under that Part, for the purpose of computing the cor- 
poration’s 1971 undistributed income on hand at any subse- 
quent time the amount of such tax shall be added to the ag- 
gregate of the amounts determined under paragraphs 
196(4)(d) to (f) of the amended Act. 


67. (1)-(4) [Not included in R.S.C. 1985] 
Pre-RSC History: Subsecs. 67(1)-(4) formerly read: 


(1) Refund of tax under Part IID of the former Act — Tax 
paid under Part IID of the former Act shall be refunded by the 
Minister, with interest at the rate of 5% per annum calculated 
on each payment of tax from the end of the month in which 
such payment was received, at such time or times as the Goy- 
ernor in Council may by regulation prescribe, but in any case 
not less than 18 months or more than 36 months after the later 
of 


(a) the day on which the payment of tax to be so refunded 
was due, and 


(b) the day on which such payment of tax was made. 
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(2) Refund in event of bankruptcy — Notwithstanding sub- 
section (1), where a corporation that has paid an amount on 
account of tax under Part IID of the former Act has become 
bankrupt, the amount so paid shall forthwith be refunded to 
the trustee in bankruptcy of that corporation together with in- 
terest to the date of payment calculated at the rate and in the 
manner provided in subsection (1). 


(3) Application to other taxes — Instead of making a refund 
that might otherwise be made under this section, the Minister 
may, where the taxpayer is liable or about to become liable to 
make any payment under the amended Act, apply the amount 
of the refund and the interest thereon, or any part thereof to 
that other liability and notify the taxpayer or the. trustee in 
bankruptcy of the taxpayer of that action. 
(4) Interest — Where by any regulation a repayment date 
__ that is not earlier than the day. of publication of such regula- 
tion in the Canada Gazette is prescribed with respect to any — 
instalment of tax paid under Part IID of the former Act, inter-' 
est shall cease to accrue on such instalment-on the day so 
prescribed. 


(5) Prescription of unpaid amounts — Her 
Majesty in right of Canada is not liable, and no ac- 
tion shall be taken, for or in respect of any un- 
refunded instalment of tax paid under Part IED of the 
former Act or-any interest thereon where 


(a) a repayment date with respect to the instal- 
iment was prescribed by regulation and reasonable 
efforts were made thereafter to locate the corpo- 
ration or trust entitled to the refund; 


(b) at least 5 years have elapsed since publication 
in the Canada Gazette of the regulation referred 
to in paragraph (a); and 

(c) no claim whatever has been received by or on 
behalf of Her Majesty from the corporation or 
trust entitled to the refund. 


68. [Not included in R.S.C. 1985] 
Pre-RSC History: S. 68 formerly read: 
68. References in S.C. 1968-69, c. 44, ss, 24(3) — Sub- 


section 24(3) of chapter 44 of the Statutes of Canada, 1968- 
69 shall be read as if 


(a) the reference therein to “paragraph (a) of section 85G 
of the said Act” were read so as to include a reference to 
subsection 33(1) of the amended. Act, 

(b) each reference therein to “paragraph (a) of section 
85G” were read so as to include a'reference to subsection 
33(1) of the amended: Act, 

(c) each reference therein to “paragraph (b) of section 
85G” were read so as to include a reference to subsection 
33(2) of the amended Act; and 


(d) the reference therein to “subparagraph (i) of para- 
graph (a) of section 85G” were read so.as_ to include a 
reference to paragraph 33(1)(a) of the amended Act. 


Part ll — Transitional 
Concerning the 1985 Statute 
Revision 


69. Definitions — In this Act and the Income Tax 
Act, unless the, context otherwise requires, 
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“Income Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952” means that Act as amended 
by section 1 of chapter 63 of the Statutes of Canada, 
1970-71-72, and by any subsequent Act that received 
royal assent before December, 1991; 


“Income Tax Application Rules, 1971, Part TI of 
chapter 63 of the Statutes of Canada, 1970-71-72” 
means that Act as amended by any subsequent Act 
that received royal assent before December, 1991. 


Application of the 1971 Acts and the 
Revised Acts 


70. Application of Income Tax Application 
Rules, 1971, 1970-71-72, c. 63 — Subject to this 
Act and the Income Tax Act and unless the context 
otherwise requires, 


(a) sections 7 to 9 and 12 to 68 of the Income Tax 
Application Rules, 1971, Part Il of chapter 63 of 
the Statutes of Canada, 1970-71-72, apply with 
respect to taxation years that ended before De- 
cember, 1991; and 


(b) section 10 of the Income Tax Application - 
Rules, 1971, Part Ill of chapter 63 of the Statutes 
of Canada, 1970-71-72, applies with respect to 
amounts paid or credited before December, 1991. 


71. Application of this Act — Subject to this Act 
and the Income Tax Act and unless the context other- 
wise requires, 


‘(a) sections 7 to 9 and 12 to 78 of this Act apply 
with respect to taxation years that end after No- 
vember, 1991; and : 


(b) section 10 of this Act applies with respect to 
amounts paid or credited after November, 1991. 


72. Application of Income Tax Act, R.S.C., 
1952, c. 148 — Subject to this Act and the Income 
Tax Act and unless the context otherwise requires, 
the Income Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, applies as follows: 


(a) Parts 1, 1.1, 1.2, 1.3, 111, IV, IV-1, V, VI, V1, 
VI, VOI, Ux, X13, XM, XIL1, XIL.2, XI1.3 and 
XIV of that Act apply with respect to taxation 
years that ended before December 1991; 


(b) Part III of that Act applies with respect to div- 
idends that became payable before December, 
1991; | 


(c) Parts X, X.1, X.2; XI, XL.1 and XI.2 of that 
Act apply with respect to calendar years that en- 
. ded before December, 1991; 


(d) Part XIII of that Act applies with respect to 
amounts paid or credited before December, 1991; 
and 


(e) Parts XV, XVI and XVII of that Act apply 
before December, 1991. 
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History: ITAR 72(a) amended by 1994, c. 21, s. 119, deemed to 
have come into force on March 1, 1994. That para. formerly read: 


(a) Parts 14, 22, 1 SST, TV, FV.1, V, Vi, V1, VO, Vi 
IX, XI.3, XII, XII.2, XII.3 and XIV of that Act apply with 
respect to taxation years that ended before December, 1991; 


73. Application of Income Tax Act — Subject to 
this Act and the Income Tax Act and unless the con- 
text otherwise requires, the Income Tax Act applies 
as follows: 


G@) Partsay Ble di2shoyil.1, IV, IV.1, V, VI, V1.1, 
VII, VIII, IX, XI.3, XI, XII.1, XI.2, XII.3 and 
XIV of that Act apply with respect to taxation 
years that end after November 1991; 


(b) Part III of that Act applies with respect to div- 
idends that become payable after November, 
1991; 


(c) Parts X, X.1, X.2, XI, XI.1 and XI.2 of that 
Act apply with respect to calendar years that end 
after November, 1991; 


(d) Part XU of that Act applies with respect to 
amounts paid or credited after November, 1991; 
and 


(e) Parts XV, XVI and XVII of that Act apply 
after November, 1991. 
History: ITAR 73(a) amended by 1994, c. 21, s. 120, deemed to 
have come into force on March 1, 1994. That para. formerly read: 


(a) Parts [Aistal 2s lag H. ig dVyIV.1, V, Vi VL1; VU VIL, 
IX, XI.3, XII, XII.2, XII.3 and XIV of that Act apply with 
respect to taxation years that end after November, 1991; 


Application of Certain Provisions 


74. Definition of “provision” — In sections 75 to 
78, “provision” means the whole or part of a 
provision. 


75. Continued effect of amending and 
application provisions — For greater certainty, 
where an enactment passed after 1971 in amendment 
of the Income Tax Application Rules, 1971, Part Ill 
of chapter 63 of the Statutes of Canada, 1970-71-72, 
or of the Income Tax Act, chapter 148 of the Revised 
Statutes of Canada, 1952, contains an amending, re- 
peal, application or other provision that, immediately 
before the coming into force of the fifth supplement 
to the Revised Statutes of Canada, 1985, has any ef- 
fect on, or in connection with, the application of ei- 
ther or both of those Acts, that provision has, on the 
coming into force of that supplement, the same ef- 
fect on, or in connection with, the application of ei- 
ther this Act or the Income Tax Act or both. 


76. Application of section 75 — Section 75 is 
applicable whether or not this Act or the Income Tax 
Act, as the case may be, contains, or contains the 
tenor of or any reference to, 


(a) the amending, repeal, application or other pro- 
vision referred to in that section; or 


ITAR 
S. 79 


(b) any provision of the Income Tax Application 
Rules, 1971, Part Ill of chapter 63 of the Statutes 
of Canada, 1970-71-72, or the Income Tax Act, 
chapter 148 of the Revised Statutes of Canada, 
1952, expressed or intended to be the subject of 
or otherwise affected by that amending, repeal, 
application or other provision. 


77. Continued effect of repealed provi- 
sions — For greater certainty, where a provision of 
the Income Tax Application Rules, 1971, Part ILL of 
chapter 63 of the Statutes of Canada, 1970-71-72, or 
the Income Tax Act, chapter 148 of the Revised Stat- 
utes of Canada, 1952, was repealed at any time after 
1971 but, immediately before the coming into force 
of the fifth supplement to the Revised Statutes of 
Canada, 1985, continues to be applied to any extent 
or otherwise to have any effect on, or in connection 
with, the application of either or both of those Acts, 
the repealed provision, on the coming into force of 
that supplement, continues to be so applied or to 
have that effect on, or in connection with, the appli- 
cation of either this Act or the Income Tax Act or 
both. 


78. Application of section 77 — Section 77 is 
applicable whether or not this Act or the Income Tax 
Act, as the case may be, contains any reference to the 
repealed provision referred to in that section or to the 
subject-matter of that provision. 


79. (1) Effect of amendments on former ITA — 
Where a provision of an enactment amends the Jn- 
come Tax Act or affects the application of the In- 
come Tax Act and the provision applies to or with 
respect to a period, transaction or event to which the 
Income Tax Act, chapter 148 of the Revised Statutes 
of Canada, 1952, applies, the Income Tax Act, chap- 
ter 148 of the Revised Statutes of Canada, 1952, 
shall be read as if it had been amended or its applica- 
tion had been affected by the provision, with such 
modifications as the circumstances require, to the ex- 
tent of the provision’s application to or with respect 
to that period, transaction or event. 


(2) Effect of amendments on former ITAR — 
Where a provision of an enactment amends this Act 
or affects the application of this Act and the provi- 
sion applies to or with respect to a period, transac- 
tion or event to which the Income Tax Application 
Rules, 1971, Part Ul of chapter 63 of the Statutes of 
Canada, 1970-71-72, apply, the Income Tax Applica- 
tion Rules, 1971, Part IM of chapter 63 of the Stat- 
utes of Canada, 1970-71-72, shall be read as if they 
had been amended or their application had been af- 
fected by the provision, with such modifications as 
the circumstances require, to the extent of the provi- 
sion’s application to or with respect to that period, 
transaction or event. 

History: ITAR 79 added by 1994, c. 21, s. 121, deemed to have 
come into force on March 2, 1994. 
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Income Tax Regulations 
CONSOLIDATED REGULATIONS OF CANADA, CHAPTER 945 
~ (CONSOLIDATED AS OF DECEMBER 31, 1977) 
PROCLAIMED IN FORCE AUGUST 15, 1979, AS AMENDED TO JUNE 18, 1998 


Note: Editorial annotations have been added in square brackets to update references to the ITA where 
the numbering of the provision has changed as a result of the R.S.C. 1985, c. 1 (Sth Supp.) consolida- 
tion. (See Reg. 4900(1) as an example.) 


1. Short title — These Regulations may be cited as 
the Income Tax Regulations. 

2. Interpretation — In these Regulations, “Act” 
means the Income Tax Act. 


Part |— Tax Deductions 


History: Part I was consolidated by the Consolidated Regulations 
of Canada, chapter 945, proclaimed in force August 15, 1979, by 
P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 8, 
1979. - 


100. Interpretation — (1) In this Part and in 
Schedule I, 


“employee” 
remuneration; 


means any person _ receiving 


“employer” means any person paying remuneration; 


“estimated deductions” means, in respect of a taxa- 
tion year, the total of the amounts estimated to be 
deductible by an employee for the year under any of 
paragraphs. 8(1)(f), (h), (h.1), @) and.) of the Act 
and determined by the employee for the purpose of 
completing the form referred to in subsection 107(2); 
History: “Estimated deductions” amended by P.C. 1994-372, sub- 
sec. 1(1), March 10, 1994, Canada Gazette, Part Il, March 23, 1994, 
effective January 1, 1993. 

“Estimated deductions” amended by P.C. 1989-2105, ‘subsec. 1(2). 
October 19, 1989, Canada Gazette, Part Il, November 8, 1989, ef- 
fective July 1, 1988. 

“Estimated deductions” substituted by P.C. 1983-1137, subsec. 

1(1), April 14, 1983, Canada Gazette, Part II, April 27; 1983, effec- 
tive from January 1, 1982. 

“Estimated deductions” added by P.C. 1980-3375, s. 1, December 

11, 1980, Canada Gazette, Part Il, December 24, 1980, in force Jan- 
uary 1, 1981. 


“exemptions” — [Revoked] 


History: “Exemptions” revoked by P.C. 1989-2105, subsec. 1(1), 
October 19, 1989, Canada Gazette, Part II, November 8, 1989, ef- 
fective July 1, 1988. 

CL. (a)(ii)(E) of “exemptions” in subsec. 100(1). added by P.C. 
1988-1105, s. 1, June 6, 1988, Canada Gazette, Part I, June 22, 
1988, applicable to 1987 ef seq. 

Cl. (a)(ii)(B) of “exemptions” in subsec. 100(1) substituted by P.C. 
1987-1478, s. 1, July 30, 1987, Canada Gazette, Part I, August 19, 
1987, effective from January 1, 1986. 


Para. (b) Ole RE pre” in subsec. 100(1) substituted by P.C. 
1983-2717, subsec. 1(1), September 1, 1983, Canada Gazette, Part 
II, September 14, 1983, effective from January 1, 1983. 


Cls. 100(1)(a)(ii)(B), (C) of “exemptions” substituted by P.C. 1977- 
3520, December 15, 1977, Canada Gazette, Part II, January 11, 
1978, effective January 1, 1978. 


‘“‘pay period” includes 

(a) a day, 
(b) a week, 

_ (c) a two week period, 
(d) a semi-monthly period, 
(e) a month, 
(f) a four week period, 
(g) one tenth of a calendar year, or 


(h) one twenty-second of a calendar year, 


History: “Pay period” added. by P.C, 1981- 1557, subsec. 1(1), June 
11, 1981, Canada Gazette, Part II, June 24, 1981 effective com- 
mencing January 1, 1981. 


“personal credits” means, in respect of a particular 
taxation year, the aggregate of 


(a) the greater of 


(i) the amount referred to in paragraph 
118(1)(c) of the ‘Act, and . 


(ii) the aggregate of the credits which the em- 
ployee would be entitled to claim for the year 
under 


(A) subsections 118(1), (2) and (3) of the 
Act if the description of A in those subsec- 
tions were read as “is equal to one”, 


(B) subsections 118.3(1) and (2) of the Act 
if the description of A in subsection 
118.3(1) of the Act were read as “is equal 
to one” and if subsection 118.3(1) of the 
Act were read without reference to para- 
graph (c) thereof, 

(C) subsections 118.5(1) and 118.6(2) of 
the Act if subsection 118.5(1) of the Act 
were read without reference to “the prod- 
uct obtained when the appropriate percent- 
age for the year is multiplied by” and the 
description of A in subsection 118. 6(2) of 
the Act were read as “is equal to one’, and 
after deducting from the aggregate of the 
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amounts determined under those subsec- 
tions the excess over $500 of the aggregate 
of amounts that the employee claims to ex- 
pect to receive in the year on account of a 
scholarship, fellowship or bursary, 


(D) section 118.8 of the Act if the formula 


A +B — C in that section were read’ as 


A+B 
where D is the appropriate percentage for 
the year, and 


(E) subsection 118.9(1) of the Act if the 
formula A — B in that subsection were read 
as 


OLS 


where C is the appropriate percentage for 
the year, and 


(b) where the remuneration paid by the ernnlen ee 
is pension income or qualified pension income of 
the employee in respect of which ‘subsection 
118(3) of the Act would apply if that. subsection 
were read without reference to subparagraphs 
(b)(i1) and (iii) thereof, a credit equal to the lesser 
of 


(i) $1,000, and 


(11) the employee’ S pension income or quali- 
fied pension income for the year; 


History: “Personal credits” substituted by P.C. 1994-372, subsec. 
1(2), March 10, 1994, Canada Gazette, March 23, 1994, effective 
January, 1, 1993. 


“Personal credits” added by P.C. 1989-2105, subsec. 13); October 


Ly} 


1989, Canada Gazette, November 8,,1989, effective July 1, 


1988. 


“remuneration” includes any payment that is 


(a) in respect of + 
(i) salary or wages, or © 
(11) Commissions or other similar amounts 
fixed by reference to the volume of the sales 


made or the contracts negotiated (referred to 
as “commissions” in this Part), 


paid to an officer or employee or former officer 


or employee, 


(ad) in respect of an employee’s. gratuities re- 


quired under provincial legislation to be declared 
to the employee’s employer, | 


(b) a superannuation or pension benefit (includ- 
ing an annuity payment’ made) pursuant to or 
under a superannuation or pension fund or plan), 


(b.1) an amount of a distribution out of or under a 
retirement compensation arrangement, 


_(c) a retiring allowance, 
«.(d) a death benefit, 
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(e) a benefit under a supplementary unemploy- 
ment benefit plan, 


(f) a payment under a deferred profit sharing plan 
or a plan referred to in section 147 of the Act as a 
“revoked..plan”, reduced, if applicable, by 
amounts determined under subsections 147(10.1), 


(11) and (12) of the Act, 


(g) a benefit under the Unemployment Insurance 


Act, 1971, 


(h) a training allowance paid under the National 
Training Act, except to the extent that it was paid 
to the recipient thereof as or on account of an al- 
lowance for his personal or living expenses while 
he was away from home, 


(i) a payment made during the lifetime of an an- 
nuitant referred to in subparagraph 146(1)(a)(i) 
[146(1)“annuitant’’(a)] of the Act out of or under 
a registered retirement Savings plan of that annui- 
tant, other than 


(i) a periodic annuities pagiene Otee 


(il) a payment made by a person who has rea- 
sonable grounds to believe that the payment . 
may be deducted under subsection 146(8.2) of 
the Act in computing the income of any 
taxpayer, | re ‘ 
(j) a payment out of or under a plan referred to in 


subsection 146(12) of the Act as an “amended 
plan” other than 


(i) a periodic annuity payment, or | 


_ (ii) where paragraph 146(12)(a) of the Act ap- 
plied to the plan after May 25, 1976, a pay- 
ment made in a year subsequent to the year in 
which that paragraph applied to the plan, or 


(j.1) a payment made during the lifetime of an an-. 


nuitant referred to in. paragraph 146.3(1)(a) 


[146.3(1)“annuitant’] of the Act under a regis- 
tered retirement income fund of that annuitant, 
other than a payment to the extent that it is in re- 
spect of the minimum amount. (within the mean- 
ing assigned by paragraph 146.3(1)(b.1) 


[146:3(1)“minimum amount’’] of the Act) Mader 
the fund for a year, ; 
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(k) a benefit described in section 5502, 


(1) an amount as, on account or in lieu of payment 
of, or in satisfaction of, proceeds of the surrender, 
cancellation or redemption of an income-averag- 
ing annuity contract, or 


(m) in respect of an amount that can reasonably 
be regarded as having been received, in whole or 
in part, as consideration or partial consideration 
for entering into a contract of service, where the 
service is to be performed in Canada, or for an 
undertaking not to enter into such a contract with 
another party; 


History: Para. (a.1) of “remuneration” added by P.C. 1998-654, 
subsec. 1(2), April 23, 1998, Canada Gazette, Part H, May 13, 
1998, applicable after 1997. 


Para. (k) of “remuneration” amended by P.C. 1995-1023, s. 1, June 
23, 1995, Canada Gazette, Part II, July 12, 1995, applicable to ben- 
efits paid after October 1991. 


Para. (i) of “remuneration” substituted by P.C. 1991-2540, s. 1, De- 
cember 16, 1991, Canada Gazette, Part H, January 15, 1992, appli- 
cable in respect of payments made after 1990. 


Para. (b.1) of “remuneration” added by P.C. 1989-379, s. 1, March 
9, 1989, Canada Gazette, Part U, March 29, 1989, applicable in re- 
spect of amounts paid after March 27, 1987. 


Subparas. (i)(i) and (j)(i) of “remuneration” substituted and para. 
(j.1) added by P.C. 1987-2250, s. 1, November 6, 1987, Canada 
Gazette, Part Il, November 25, 1987. 


Para. (m) of “remuneration” added by P.C. 1986-1345, s. 1, June 5, 
1986, Canada Gazette, Part Il, June 25, 1986, applicable to pay- 
ments made after June 30, 1986. 


Paras. (a), (h) and (k) of “remuneration” substituted by P.C. 1983- 
1137, subsecs. 1(2) to (4), April 14, 1983, Canada Gazette, Part II, 
April 27, 1983; para. (a) effective from March 30, 1983; para. (h) 
effective from August 2, 1982; para. (k) applicable with respect to 
benefits paid after 1981, except that in its application to payments 
made after November 12, 1981 in respect of a termination of an 
office or employment that occurred on or before that date para. (k) 
shall be read as follows: 


“(k) a termination payment, or” 
Para. (a) of “remuneration” substituted by P.C. 1980-3375, s. 1, De- 
cember 11, 1980, Canada Gazette, Part Il, December 24, 1980, in 
force January 1, 1981. 
Paras. (i), (j) of “remuneration” substituted by P.C. 1980-3209, s. 1, 
November 27, 1980, Canada Gazette, Part Il, December 10, 1980. 
Para. (i) of “remuneration” added, para. (j) (formerly (i)) substi- 
tuted, and para. (j) renumbered (1) (as amended by P.C. 1980-2226, 
s. 1, August 27, 1980, Canada Gazette, Part Il, September 10, 1980) 
by P.C. 1980-1735, s. 1, June 26, 1980, Canada Gazette, Part II, 
July 9, 1980, effective commencing June 30, 1978. 
Para. (k) of “remuneration” added by P.C. 1980-1366, May 22, 
1980, Canada Gazette, Part Il, June 11, 1980. 
Para. 100(1)(i) of “remuneration” substituted by P.C. 1978-1038, s. 
1, April 6, 1978, Canada Gazette, Part If, April 26, 1978. 
Para. (f) of “remuneration” substituted, paras. (h) to (j) of “remuner- 
ation” added by P.C. 1977-3520, December 15, 1977, Canada Ga- 
zette, Part Il, January 11, 1978, effective January 1, 1978, para. (h) 
effective March 1, 1978. 


“total remuneration” means, in respect of a taxa- 
tion year, the total of all amounts each of which is an 
amount referred to in paragraph (a) or (a.1) of the 
definition “remuneration”. 


Reg. 
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History: “Total remuneration” amended by P.C. 1998-654, subsec. 
1(1), April 23, 1998, Canada Gazette, Part Il, May 13, 1998, appli- 
cable after 1997. 

“Total remuneration” added by P.C. 1980-3375, s. 1, December 11, 
1980, Canada Gazette, Part Il, December 24, 1980, in force January 
1, 1981. 


(2) Where the amount of any credit referred to in 
subparagraph (a)(i) or (ii) of the definition “personal 
credits” in subsection (1) is subject to an annual ad- 
justment under section 117.1 of the Act, such 
amount shall, in a particular taxation year, be subject 
to that annual adjustment. 

History: Subsec. 100(2) amended by P.C. 1989-2105, subsec. 1(4), 


October 19, 1989, Canada Gazette, November 8, 1989, effective 
July 1, 1988. 


Subsec. 100(2) substituted by P.C. 1983-2717, subsec. 1(2), Sep- 
tember 1, 1983, Canada Gazette, Part II, September 14, 1983, effec- 
tive from January 1, 1983. 


Subsec. 100(2) substituted by P.C. 1981-1557, subsec. 1(2), June 
11, 1981, Canada Gazette, Part II, June 24, 1981, effective com- 
mencing January 1, 1981. 


(3) For the purposes of this Part, where an employer 
deducts or withholds from a payment of remunera- 
tion to an employee one or more amounts each of 
which is 
(a) a contribution to or under a registered pension 
fund or plan, 


(b) dues described in subparagraph 8(1)()(1v), (v) 
or (vi) of the Act paid on account of the 
employee, 


(b.1) a contribution by the employee under sub- 
paragraph 8(1)(m.2) of the Act, 


(c) a premium under a registered retirement sav- 
ings plan, or 

(d) a payment to which paragraph 60(b) of the 
Act applies, where the payment was made as a 
result of a garnishee or similar order of a court or 
competent tribunal received by the employer and 
dated before May 1997, 


the balance remaining after deducting or withholding 
this amount, as the case may be, shall be deemed to 
be the amount of that payment of remuneration. 


Related Provisions: Reg. 100(3.1) — Northern Canada re- 
sidents; Reg. 100(3.2) — Exceptions to rule in 100(3). 


History: Para. 100(3)(b.1) added and (d) amended by P.C. 1997- 
1471, subsecs. 1(1) and (2), October 9, 1997, Canada Gazette, Part 
II, October 29, 1997, applicable beginning on May 1, 1997. 
Paras. 100(3)(c) and (d) added by P.C. 1994-372, subsec, 1(3), 
March 10, 1994, Canada Gazette, Part II, March 23, 1994, effective 
January 1, 1993. 

Subsec. 100(3) substituted by P.C. 1989-2105, subsec. 1(5), Octo- 
ber 19, 1989, Canada Gazette, Part I], November 8, 1989, effective 
July 1, 1988. 

Forms: TD2: Tax deduction waiver in respect of funds to be 
transferred. 


(3.1) For the purposes of this Part, where an em- 
ployee has claimed a deduction for a taxation year 
under paragraph 110.7(1)(b) of the Act as shown on 
the return most recently filed by the employee with 
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the employee’s employer pursuant to subsection 
227(2) of the Act, the amount of remuneration other- 
wise determined, including the amount deemed by 
subsection (3) to be the amount of that payment of 
remuneration, paid to the employee for a pay period 
shall be reduced by an amount equal to the amount 
of the deduction divided by the maximum number of 
pay periods in the year in respect of the appropriate 
pay period. 

History: Subsec. 100(3.1) substituted by P.C: 1994-372, subsec. 


1(4), March 10; 1994, Canada Gazette, Part Il, March 23, 1994, 
effective January 1, 1993. 


Subsec. 100(3.1).added, by P.C. 1989-2105, subsec. 1(5), October 
19, 1989, Canada Gazette, Part Il, November 8, 1989, effective July 
1, 1988. 


(3.2) Subsection (3) does not apply to.a payment of 
remuneration that is 


(a) a retiring allowance, to the extent that it ex- 
ceeds the total determined under subparagraph 
60(G.1)Gi) of the Act in Roe of the retiring al- 
lowance; or 


(b) a lump sum payment (other than a retiring al- 
lowance), within the meaning assigned by sub- 
section 103(6), or a bonus or retroactive payment, 
if the amount of the payment of remuneration ex- 
ceeds $10,000. 

History: Subsec. 100(3.2) added ‘by P.C. 1997-1471, subsec. 1(3), 


October 9, 1997, Canada Gazette, Part II, October 29, 1997, appli- 
cable beginning on May 1, 1997. 


(4) For the purposes of this Part, where an employee 
is not required to report for work at any establish- 
ment of the employer, he shall be deemed to report 
for work 


(a) in respect of remuneration that is salary, 
wages or commissions, at the establishment of 
the employer from which. the remuneration is 
paid; or 


(b) in respect of remuneration other than salary, 
wages or commissions, at the establishment of 
the employer in the province where the employee 
resides at the time the remuneration is paid but, if 
the employer does not have an establishment in 
that province at that time, he shall, for the pur- 
poses of this paragraph, be deemed to have an es- 
tablishment in that province. 


History: Subsec. 100(4) substituted by P.C. 1980-3375, s. 1, De- 
cember 11, 1980, Canada Gazette, Part Il, December 24, 1980, in 
force January 1, 1981. 


(5) For the purposes of this Part, where an employer 
deducts or withholds from a payment of remunera- 
tion to an employee an amount in respect of the ac- 
quisition by the employee of an approved share, as 
defined in subsection 127.4(1) of the Act, there shall 
be deducted from the amount determined under Ppata- 
graph 102(1)(e) or (2)(f), as the case may be, in re- 
spect of that payment the lesser of 


(a) $1,000, and 
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(b) 20 per cent of the cost of the approved share 
to the employee. 
History: Subsec. 100(5) added by P.C. 1994-372, subsec. 1(5), 
March 10, 1994, Canada Gazette, Part II, March 23, 1994, effective 
January 1, 1993. 


101. Deductions and remittances — Every per- 
son who makes a payment described in subsection 
153(1) of the Act in a taxation year shall deduct or 
withhold therefrom, and remit to the Receiver Gen- 
eral, such amount, if any, as is determined in accor- 
dance with rules prescribed in this Part. 


Related Provisions: ITA 227 — Obligations with respect to 
amounts withheld. 


History: S. 101 substituted by P.C. 1981-1557, s. 2, June 11, 1981, 
Canada Gazette, Part Il, June 24, 1981, effective commencing Janu- 
ary 1, 1981. 


102. Periodic payments — (1) Except as other- 
wise provided in this Part, the amount to be deducted 
or withheld by an employer 


(a) from any payment of remuneration (in this 
subsection referred to as the “payment”) made to 
an employee in his taxation year where he reports 
for work at an establishment of the employer in a. 
province, in Canada beyond the limits of any 
province or outside Canada, and 


(b) for any. pay period in which the payment is 
made by the employer 


shall be determined for each payment in accordance 
with the following rules: 


(c) an amount that is a notional remuneration for 
the year in respect of 


(i) a payment to the employee, and 


(ii) the amount, if any, of gratuities referred to 
in paragraph (a.1) of the definition “remunera- 
tion” in subsection 100(1) 


is deemed. to be the amount determined by the 
formula 


AXB 
where 


A is the amount that is deemed for the purpose 
of this paragraph to be the mid-point of the 
applicable range of remuneration for the pay 
period, as provided in Schedule I, in which 
falls the total of 


(A) the payment referred to in subpara- 
graph (i) made in the pay period, and 

(B) the amount of gratuities referred to in 
subparagraph (ii) declared by the em- 
ployee for the pay period, and 


B is the maximum number of such pay periods 
in that year; 


(d) if the employee is not resident in Canada at 
the time of the payment, no personal credits will 
be allowed for the purposes of this subsection and 
if the employee is resident in Canada at the time 
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of the payment, the employee’s personal credits 
for the year shall be established as, where they 
fall within a range of amounts recorded on the re- 
turn for the year referred to in subsection 107(1) 
that is in respect of 


(i) one of claim codes 2 to 10 on that return, 
the midpoint of the applicable range, or 


(ii) claim code | on that return, the amount 
determined for the year under paragraph (a) of 
the definition “‘personal credits” in subsection 
100(1); 
(e) an amount (in this subsection referred to as 
the “notional tax for the year’’) shall be computed 
in respect of that employee by 


(1) calculating the amount of tax payable for 
the year, as if that amount were calculated 
‘under subsection 117(2) of the Act and ad- 
justed annually pursuant to section 117.1 of 
the Act, on the amount determined in accor- 
dance with paragraph (c) as if that amount 
represented the employee’s amount taxable 
for that year, 


and deducting the aggregate of 


(ii) the amount determined in accordance with 
paragraph (d) multiplied by the appropriate 
percentage for the year, 
(iii) an amount equal to 


(A) the amount determined in accordance 
with paragraph (c) multiplied by the em- 
ployee’s premium rate for the year under 
the Unemployment Insurance Act, not ex- 
ceeding the maximum amount of the pre- 
miums payable by the employee for the 
year under that Act, 


multiplied by 


(B) the appropriate percentage for the year, 
and 


(iv) an amount equal to 


(A) the product obtained when the differ- 
ence between the amount determined in 
accordance with paragraph (c) and the 
amount determined under section 20 of the 
Canada Pension Plan for the year is multi- 
plied by the employee’s contribution rate 
for the year under the Canada Pension 
Plan or under a provincial pension plan as 
defined in subsection 3(1) of that Act, not 
exceeding the maximum amount of such 
contributions payable by the employee for 
the year under the plan, 


multiplied by 
(B) the appropriate percentage for the year; 


(f) the amount determined in accordance with 
paragraph (e) shall be increased by 
(i) where applicable, an additional tax of 52 
per cent of that amount as provided for in sub- 
section 120(1) of the Act, and 
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(ii) an amount equal to the amount that would 
be determined under subsection 180.1(1) of 
the Act for the year in respect of the employee 
if the amount determined in accordance with 
paragraph (e) were that employee’s tax paya- 
ble under Part I of the Act for that year; 


(g) where the amount of notional remuneration 
for the year is income earned in the Province of 
Quebec, the amount determined in accordance 
with paragraph (e) shall be reduced by an amount 
that is the aggregate of 


(i) the amount that is deemed to be paid under 
subsection 120(2) of the Act as if there were 
no other source of income or loss for the year, 
and 


(ii) the amount by which the amount referred 
to in subparagraph (i) is increased by virtue of 
section 27 of the Federal-Provincial Fiscal 
Arrangements Act; and 


(h) [Revoked] 


(i) the amount to be deducted or withheld shall be 
computed by 


(i) dividing the amount of the notional tax for 
the year by the maximum number of pay peri- 
ods for the year in respect of the appropriate 
pay period, and 


(ii) rounding the amount determined under 
subparagraph (i) to the nearest multiple of five 
cents or, if such amount is equidistant from 
two such multiples, to the higher multiple. 
History: Para. 102(1)(c), amended by P.C. 1998-654, s. 2, April 23, 
1998, Canada Gazette, Part Il, May 13, 1998, applicable after 1997. 
Subpara. 102(1)(g)(ii) amended by 1995, c. 17, subsec. 45(2), to 
substitute “Federal-Provincial Fiscal Arrangements Act’ for “Fed- 
eral-Provincial Fiscal Arrangements and Federal Post-Secondary 
Education and Health Contributions Act’, in force April 1, 1996. 
Paras. 102(1)(d) and (e) substituted by P.C. 1994-372, subsecs. 2(1) 
and (2), March 10, 1994, Canada Gazette, Part II, March 23, 1994, 
effective January 1, 1993. 
Cls. 102(1)(e)(~1)(A), (iv)(A) amended, para. (h) revoked by P.C. 
1992-2347, subsecs. 1(1) to (3), November 19, 1992, Canada Ga- 
zette, Part II, December 2, 1992, effective January 1, 1992. 


Cl. 102(1)(e)(iii)(A) amended by P.C. 1992-291, subsec. 1(1), Feb- 
ruary 20, 1992, Canada Gazette, Part Il, March 11, 1992, effective 
as of July 1, 1991. 


Cl. 102(1)(e)(iv)(A) amended by P.C. 1991-1643, subsec. 1(1), Sep- 
tember 5, 1991, Canada Gazette, Part Il, September 25, 1991, effec- 
tive January 1, 1991. 

Cl. 102(1)(e)(iv)(A) amended by P.C. 1991-732, subsec. 1(1), April 
18, 1991, Canada Gazette, Part II, May, 8, 1991, effective January 
1, 1990. 


Para. 102(1)(c), subpara. (1)(f)(i), and that portion of para. (1)(g) 


~ preceding subpara. (i) amended by P.C. 1991-230, subsecs. I(1) to 


(3), February 14, 1991, Canada Gazette, Part II, February 27, 1991, 
effective July 1, 1989. 


Subpara. 102(1)(e)(iv) amended by P.C., 1990-432, subsec. 1(1), 
March 8, 1990, Canada Gazette, Part Il, March 28, 1990, effective 
January 1, 1989. 

Paras. 102(1)(d) to (i) substituted for 102(1)(d) to (g) by P.C. 1989- 
2105, subsec. 2(1), October 19, 1989, Canada Gazette, Part Il; No- 
vember 8, 1989, effective July 1, 1988. 
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Subpara. 102(1)(f)(iii) substituted by P.C. 1988-1041, subsec. 1(1), 
June 2, 1988, Canada Gazette, Part II, June 22, 1988, effective 
commencing January 1, 1987. 


Subpara. 102(1)(g)(ili) substituted by P.C. 1988-1041, subsec. 1(2), 
June 2, 1988, Canada Gazette, Part II, June 22, 1988, effective 
commencing January 1, 1988. 


Subpara. 102(1)(g)(iii) substituted by P.C. 1987-1478, subsec. 2(1), 
July 30, 1987, Canada Gazette, Part Il, August 19, 1987, effective 
from January 1, 1987. 


Subpara. 102(1)(f)(i1i) substituted by P.C. 1986-1345, subsec. 2(1), 
June 5, 1986, Canada Gazette, Part II, June 25, 1986, applicable to 
the 1986 taxation year. 


Cl. 102(1)(f)(iv)(A) substituted by P.C. 1986-1345, subsec. 2(2), 
June 5, 1986, Canada Gazette, Part Ul, June 25, 1986, effective 
commencing January 1, 1981. 


Subpara. 102(1)(g)(iii) substituted by P.C. 1986-1345, subsec. 2(3), 
June 5, 1986, Canada Gazette, Part I, June. 25, 1986, effective 
commencing January 1, 1986. 


Cl. 102(1)(f)Gv)(B) amended by P.C. 1985-1645, s. 1, May 16, 
1985, Canada Gazette, Part Il, May 29, 1985, effective from April 
1, 1983. 


Subpara. 102(1)(g)(iii) substituted by P.C. 1985-1645, May 16, 
1985, subsec. 2(1), Canada Gazette, Part II, May 29, 1985, effective 
January 1, 1984 except that, in its application to the period from 
January 1, 1984 to December 31, 1984, references to ‘$12,470” 
shall be read as references to “$11,920”. 


Para. 102(1)(d) substituted by P.C. 1984-3916, December 6, 1984, 
Canada Gazette, Part II, December 26, 1984. 


Para. 102(1)(d) substituted by P.C. 1984-3684, subsec. 1(1), No- 
vember 15, 1984, Canada Gazette, Part II, November 28, 1984, ef- 
fective from January 1, 1984. 


Subpara. 102(1)(f)(iii) substituted, subpara. 102(1)(f)(v) added by 
P.C. 1984-3684, subsecs. 1(2) and (3), November 15, 1984, Canada 
Gazette, Part II, November 28, 1984, effective from January 1, 
1984. 


Subpara. 102(1)(f)(i) substituted by P.C. 1983-2717, subsec. Daly): 
September 1, 1983, Canada Gazette, Part Il, September 14, 1983, 
effective from January 1, 1983. 


All that portion of subpara. 102(1)(g)(iii) preceding clause (A) sub- 
stituted by P.C. 1983-2717, subsec. 2(2), September 1, 1983, Can- 
ada Gazette, Part II, September 14, 1983, effective from January 1, 
1983. 


Subparas. 102(1)(f)(i) to (iii) substituted by P.C. 1983-1137, s. 2, 
April 14, 1983, Canada Gazette, Part II, April 27, 1983, effective 
from January 1, 1982. 


All that portion of subpara. 102(1)(g)(iii) preceding clause (A) sub- 
stituted by P.C. 1983-1137, subsec. 2(2), April 14, 1983, Canada 
Gazette, Part II, April 27, 1983, effective from January 1, 1982. 


Subsecs. 102(1) substituted by P.C. 1981-1557, s. 3, June 11, 1981, 
Canada Gazette, Part II, June 24, 1981, effective January 1, 1981. 


Remission Orders: Income Earned in Quebec Income Tax Re- 
mission Order, P.C. 1989-1204 (reduction in withholdings for cer- 
tain income related to Quebec). 


(2) Where an employee has elected pursuant to sub- 
section 107(2) and has not revoked such election, the 
amount to be deducted or withheld by the employer 
from any payment of remuneration (in this subsec- 
tion referred to as the “payment’’) that is 


(a) a payment in respect of commissions or is a 
combined payment of commissions and salary or 
wages, or 
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(b) a payment in respect of salary or wages where 
that employee receives a combined payment of 
commissions and salary or wages, 


made to that employee in his taxation year where he 
reports for work at an establishment of the employer 
in a province, in Canada beyond the limits of any 
province or outside Canada, shall be determined for 
each payment in accordance with the following 
rules: 


(c) the amount of that employee’s total remunera- 
tion in respect of the year as recorded by him on 
the form referred to in subsection 107(2) (in this 
subsection referred to as “the form’) shall be 
determined; 


(d) the amount of that employee’s personal cred- 
its and expenses in respect of the year as recorded 
by that employee on the form shall be determined 
as the aggregate of 


(1) the amount that is either 


(A) the employee’s estimated deductions 
for that year, or 


(B) the employee’s total actual deductions 

under any of paragraphs 8(1)(f), (h), (h.1), 

(i) and (j) of the Act for the eee 
_ preceding year, and 


(11) the amount determined by the fethula 


(A By suc 
0 D 


where 


A is the amount determined under paragraph 
(a) of the definition “personal credits” in 
subsection 100(1), 


B is the amount referred to in paragraph 
118(1)(c) of the Act, 


C is the appropriate percentage for the year, 
and 

|B prs bs 
(A). 17 per cent, where the amount of 
the employee’s total remuneration for 
the year, less the employee’s expenses 
for the year as determined under sub- 
paragraph (i),.does not exceed the 
amount taxable referred to in paragraph 
117(2)(a) of the Act, as adjusted annu- 
ally pursuant to section 117.1 of the 
Act, 


(B) 26 per cent, where the amount of 
the employee’s total remuneration for 
the year, less the employee’s expenses 
for the year as determined under sub- 
paragraph (i), exceeds the amount re- 
ferred to in clause (A) but does not ex- 
ceed the amount taxable referred to in 
paragraph 117(2)(c).of the Act, as ad- 
justed annually pursuant to section 
117.1 of the Act, and 
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(C) 29 per cent, where the amount of 
the employee’s total remuneration for 
the year, less the employee’s expenses 
for the year as determined under sub- 
paragraph (1), exceeds the amount taxa- 
ble referred to in paragraph 117(2)(c) 
of the Act, as adjusted annually pursu- 
‘ant to section 117.1 of the Act,” 


and the resulting amount shall be rounded to two 
places after the decimal, such that if the third 
digit is five or greater, the second digit will be 
increased by one, and if the third digit is less than 
five, the third digit will be dropped; | 


History: The description of B in subpara. 102(2)(d)(ii) amended by 
P.C. 1994-1370, subsec. 1(1), August 16, 1994, Canada Gazette, 
Part I, September 7, 1994. 


Cl. 102(2)(d)(i)(B) amended by P.C. 1994-372, subsec. 2(3), March 
10, 1994, Canada Gazette, Part Il, March 23, 1994, effective Janu- 
ary 1, 1993. 


Subpara. 102(2)(d)(ii) amended: by P.C. 1992-2347, subsec. 1(4), 
November 19, 1992, Canada Gazette, Part Il, December 2, 1992, 
effective January 1, 1992. 


The description of B in subpara. 102(2)(d)@i) amended by. P.C. 
1992-291, subsec. 1(2), February 20, 1992, Canada Gazette, Part U, 
March 11, 1992, effective as of July 1, 1991. 


That portion of subpara. 102(2)(d)(ii) preceding the description. of 
A, and the descriptions of C and E, amended by P.C. 1991-1643, 
subsecs, 1(2) to.(4), September 5, 1991, Canada Gazette, Part II, 
September 25, 1991, effective January 1, 1991. 


That portion of subpara. 102(2)(d)(ii) preceding the description of 
A, and the descriptions of C and E, amended by P.C. 1991-732, sub- 
secs. 1(2) to (4), April 18, 1991, Canada Gazette, Part II, May 8, 
1991, effective January 1, 1990. 

Subpara. 102(2)(d)(ii) amended by P.C. 1990-432, subsecs. .1(2) to 
(4), March 8, 1990, Canada Gazette, Part Il, March 28, 1990, to 
substitute the formula and the descriptions of C and E, effective 
January 1, 1989. 

Para. 102(2)(d) substituted by P.C. 1989-2105, subsec. 2(2), Octo- 
ber 19, 1989, Canada Gazette, Part II, November 8, 1989, effective 
July 1, 1988. 

Subpara. 102(2)(d)(ii) substituted and subpara. 102(2)(d)(iii) re- 
voked by P.C. 1984-3684, subsec. 1(4), November 15, 1984, Can- 
ada Gazette, Part Il, November 28, 1984, effective from January 1, 
1984. 

Cl. 102(2)(d)(i)(B) substituted by P.C. 1983-1137, subsec. 2(3), 
April 14, 1983, Canada Gazette, Part II, April 27, 1983, effective 
from January 1, 1982. 


(e) where the amount determined under para- 
graph (c) in respect of that employee for the year 
falls within a range of remuneration provided for 
in section 2 of Schedule I, an amount (in this sub- 
section referred to as the “notional net remunera- 
tion for the year”) shall be calculated in respect 


of that employee by deducting from the mid- 


point of that range the greater of 


(i) where the amount of that employee’s per- 
sonal credits and expenses for the year deter- 
mined under paragraph (d) falls within a range 
of personal credits and expenses provided for 
in section 3 of Schedule I, the mid-point of 
that range, and 
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(ii) where the amount of that employee’s per- 
sonal credits and expenses for the year deter- 
mined under paragraph (d) is less than $1,500, 
$1,500; + fe 


(f) an amount (in this subsection referred to as the 
“notional tax for the year”) shall be calculated in 
respect of that employee by using the formula 


A-[(B+C+D)x E] +(F.+G)-H 
where 191 


~A is the amount of tax payable for the year, cal- 


culated as if that amount of tax were com- 
puted under subsection 117(2) of the Act and 
adjusted annually pursuant to section 117.1 of 
the Act, on the amount that would be deter- 
mined in accordance with paragraph (e) if par- 
agraph (d) were read without reference to sub- 
paragraph (ii) thereof, as if that amount 
represented the employee’s amount taxable 
for that year, 


B is the amount referred to in’ paragraph 
118(1)(c) of the Act, 


C is the mid-point of the range of remuneration 
referred to in paragraph (e) multiplied by the 
employee’s premium rate for the year under 
the Unemployment Insurance Act, not exceed- 
ing the maximum amount of the premiums 
payable by the employee for the year under 
that Act, i . . 


D is the mid-point of the range of remuneration 
referred to in paragraph (e) less the amount 
for the year determined under section 20 of 
the Canada Pension Plan multiplied by the 
employee’s contribution rate for the. year 
under that Act or under a provincial plan as 
defined in section 3 of that Act, not exceeding 
the maximum amount of such contributions 
payable by the employee for the year under 
the plan, i 


E is the appropriate percentage for the year, 


17 


is, where applicable, an additional tax of 52 
per cent of that amount as provided for in sub- 
section 120(1),of the Act, 


G is an amount equal to the amount that would 
be determined under subsection 180.1(1) of 
the Act with respect to the employee if the 
amount ‘that would be the notional tax for the 
year for the employee were determined with- 
out reference to the elements F, G and’ H in 
this formula’ and that tax were that employee's 
tax payable under Part I of the Act for that 
year, and 

H_ is, where the amount of notional net remuner- 

- ation for the year is income earned in the 
Province of Quebec, an amount equal to the 
aggregate of 


(i) the amount that would be deemed to 
have been paid under subsection 120(2) of 
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the Act with respect to the employee if the 
notional tax for the year for the employee 
were determined without reference to the 
elements F, G and H in this formula and if 
that tax were that employee’s tax payable 
under Part I of the Act for that year, as if 
there were no other source of income or 
loss for the year, and 


(it) the amount by which the amount re- 
ferred to in subparagraph (i) is increased 
by virtue of section 27 of the Federal-Pro- 
vincial Fiscal Arrangements Act; 


History: Subpara. 102(2)(f)(ii) amended by 1995,.c. 17, subsec. 
45(2), to substitute “Federal-Provincial Fiscal: Arrangements Act” 
for “Federal-Provincial Fiscal Arrangements and Federal Post- 
Secondary Education 4 (con Contributions Act”, in force April 
1, 1996. 


The description of B in para. 102(2)(f) amended by P.C. 1994-1370, 
subsec. 1(2), August 16, 1994, Canada Gazette, Part II, ae ois 
7, 1994. 


Paras. 102(2)(e), (f) amended by P.C. 1992-2347, subsec. 1(5), No- 
vember 19, 1992, Canada Gazette, Part Il, December 2, 1992, ef- 
fective January 1, 1992. 


Cl. 102(2)(f)(ii)(A) amended by P.C. 1991-230, subsec. 1(4); Febru- 
_ary 14, 1991, Canada Gazette, Part II, February 27, 1991, effective 
July 1, 1989. 


Subparas.. 102(2)(f)(i) to (iv) substituted for (i) to (iv) by P.C. 1982- 
2105, subsec. 2(3), October 19, 1989, Canada Gazette, Part II, No- 
vember 8, 1989, effective July 1, 1988. 


Subpara. 102(2)(f)(iii) substituted by P.C. 1988-1041, subsec. 1(3), 
June 2, 1988, Canada Gazette, Part II, June 22, 1988, effective 
commencing January 1, 1987.) — 


Subpara. 102(2)(f)(iii) substituted by P.C. 1986-1345, subsec. 2(4), 


-June 5, 1986, ‘Canada Gazette, Part If, ee 25, 1986, applicable to 
the 1986 taxation year. 


Cl. 102(2)(f)Gv)(B) amended by P.C. 1985-1645, s. 1, May 16, 
1985, Canada Gazette, Part Il, ray 29, 1985, effective from April 
1, 1983. 

Subpara. 102(2)(f)(iii) substituted and subpara. 102(2)(f)(v) added 
by P.C. 1984-3684, subsecs, 1(5), (6), November 15, 1984, Canada 
Gazette, Part II, November 28, 1984, effective from: January 1, 
1984. 


Subpara. 102(2)(f)(i) substituted by P.C. 1983-2717, s. 3, Septem- 
ber 1, 1983, Canada Gazette, Part II, September 14, 1983, effective 
from January 1, 1983, 


Subparas. 102(2)(f)(i) to (iii) substituted by P.C. 1983-1137, subsec. 
2(4), April 14, 1983, Canada Gazette, Part IL, April 27, 1983, effec- 
_tive from January 1, 1982. 


(g) that employee’s notional rate Be tax for a year 
shall be expressed as a decimal fraction and cal- 
culated by dividing the amount of the notional tax 
for the year by the mid-point of the range of re- 
muneration referred to in paragraph (e) in respect 
of that employee and where the quotient results in 
more than two digits after the decimal in the deci- 
mal fraction 


(i) the second digit shall be rounded to the 
nearest multiple of one hundredth; and 


(ii) where the third digit is equidistant from 
two such multiples, the second digit shall be 
rounded to the higher thereof; and 
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History: That portion of para. 102(2)(g) preceding subpara. (i) 
amended by P.C, 1992-2347, subsec..1(6), November 19, 1992, 
Canada Gazette, Part II, December 2, 1992, effective commencing 
January 1, 19972: 


(h) the amount tobe deducted or withheld in re- 
spect of any payment made to that employee shall 
be determined by multiplying the payment by the 
appropriate decimal fraction determined pursuant 
to paragraph (g). 
Remission Orders: Income Earned in Quebec Income Tax Re- 
mission Order, P.C. 1989-1204 (reduction in withholdings for cer- 


“tain income related to Quebec). 


(3) [Revoked] 


History: Subsec. 102(3) revoked by P.C. 1989-2105, subsec. 2(4), 
October 19, 1989, Canada Gazette, Part H, November 8, 1989, ef- 
fective July 1, 1988. 


Subpara. 102(3)(f)(iii) substituted by P.C. 1988-1041, subsec. 1(4), 
June 2, 1988, Canada Gazette, Part Il, June 22, 1988, effective 
commencing January 1, 1987. 


Subpara. 102(3)(a)(ii) substituted by P.C. 1987-1478, subsec. 2(2), 
July 30, 1987, Canada Gazette, Part Il, August 19, 1987, effective 
from January 1, 1986. 


Subpara. 102(3)(f)(iii) substituted by P.C. 1986-1345, sibeC. 2(S))s 
June 5, 1986, Canada Gazette, Part Il, June 25, 1986, Se tees to 


‘the 1986 taxation year. 


Para. 102(3)(a) substituted by P.c. 1985-1645, May 16, 1985, sub- 
sec. 2(2), Canada Gazette, Part II, May 29, 1985, effective January 
1,°1985. 


Para. 102(3)(d) substituted by P.C. 1985-1645, May 16, 1985, sub- 
sec. 2(3), Canada Gazette, Part Il, May 29, 1985, effective January 
1, 1985. 


Cl. 102(3)(f)Gv)(B) amended by P.C. 1985-1645, s. 1, May 16, 
ae Canada Gazette, Part Il, May 29, 1985, effective from April 
1 1983. 


ars 102(3)(d)(i1) substituted by P.C. 1984-3684, s. 1; Novem- 
ber 15, 1984, Canada Gazette, Part Il, November 28, 1984, effec- 
tive from January 1, 1984. 


Subpara. 102(3)(f)(iii) substituted and subpara. 102(3)(f)(v) added 
by P.C. 1984-3684, s. 1, November 15, 1984, Canada Gazette; Part 
II, November 28, 1984, effective from January 1, 1984: 


Para. 102(3)(a) substituted by P.C. 1983-2717, subsec. 4(1), Sep- 
tember 1, 1983; Canada Gazette, Part Il, September 14; 1983, effec- 
tive from January 1, 1983. 


Subpara. 102(3)(f)(i) substituted by P.C. 1983-2717, subsec. 4(2), 
September 1, 1983, Canada Gazette, Part Il, September 14, 1983, 
effective from January 1, 1983. 

Para. 102(3)(a) substituted by P.C. 1983-1137, subsec. 2(5), ‘April 
14, 1983, Canada Gazette, Part II, April 27, 1983, effective from 
January 1, 1982. 

Subparas. 102(3)(f)(i) to (iii) substituted by P.C. 1983-1137, erin 
2(6), April 14, 1983, Canada Gazette, Part II, April 27, 1983, effec- 
tive from January 1, 1982. | 

Subsecs., 102(2), (3) substituted by P.C. 1981-1557, s. 3, June 11, 
1981, Canada Gazette, Part II, June 24, 1981, effective January 1, 
1981. 


(4) [Revoked] 


_History: Subsec..102(4) revoked by. P.C. 1981-1557, s. 3, June 11, 


1981, Canada Gazette, Part II, June 24, 1981, effective January 1, 
1981. 


(5) Notwithstanding subsections (1) and (2), no 
amount shall be deducted or withheld in the year by 
an employer from a payment of remuneration to an 
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employee in respect of commissions earned: by ,the 
employee in the immediately preceding year where 
those commissions were previously reported by the 


employer as remuneration of the employee in respect | 


of that year on an information return: 
History: Subsec. 102(5) substituted by P.C. 198922105, subsec. 


2(5), October 19, 1989, Canada‘Gazette, ‘Part Il; November 8, 1989, 


effective July 1, 1988. 


Subsec. 102(5) added by P.C. 1980-3375, s: 2 December 11, 1980, 
Canada Gazette; Part I, Daceniber 24,1980; in force January I, 
1981. | : 


(6) [Revoked] 
History: Subsec. 102(6) revoked by P.C. 1983-1137, Subsec. 2(7), 


April 14, 1983, Canada Gazette, Part HW, April 27, 1983, effective | 


from January 1, 1982. 


Subsec. 102(6) added by P.€.. 1980-3375, s,2.,, December 111980, 
Canada Gazeite, Part Il, December 24, 1980, in force January 1, 
1981. 


103. Non-periodic. payments — (1) Where a 
payment in respect of a bonus or retroactive increase 
in remuneration is made by an employer to an em- 
ployee whose total remuneration from the employer 
(including the bonus or retroactive increase) may 
reasonably be expected not to exceed $5,000 in the 
taxation year of the employee in which the payment 
is made, the employer ‘shall deduct or withhold, in 
the case of an employee who ‘reports for work-at an 
establishment of the employer 


(a):in Newfoundland, 103/172 of 15 per cent, 


(b) in Prince Edward Island, 206/325 of 15 per | 


cent, 


(c) in Nova Scotia, 206/321 of 15 per cent for the 
- payments made on or after July’ 1, 1997, 


(d) in New Brunswick, 103/165 of 15 per cent for 


the payments made during the period beginning 
on’ July 1, 1997 and. ending on December 31, 
1997, and, after that pee 103/164: ie hoeper 
cent, 

(e) in Quebec, 10 per'cént, 


(f) in’ Ontario, 103/150 of 15’per'cent for the pay- 


ments made during the period beginning on July 


1, 1997 and énding on December 31, 1997, and, 
after that period, 103/148 of 15 per cent, 

(g) in Manitoba, 103/168 of 15 per cent, 

(h) in Saskatchewan, 103/172 of 15 per cent, 

(i) in Alberta, 103/152 of 15 per cent, 

(j) in British Columbia, 103/154. of 15, per cent, 


(k) in the Yukon. Territory,, 103/154 of 15 per 
cent for the payments made during the period be- 
ginning on July 1, 1993. and ending on December 
31,1993, and, after that period, 103/153 of 15 per 
cent, 


(1) in the Northwest Territories, 403/ 148. of 15 per 
cent, or 


(m). in Canada beyond the limits of any province 
or outside Canada, 15 per cent, 


fective January 1, 
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of. such payment in lieu of the amount determined 
under section 102. 
History: Paras. 103(1)(c), (d) and (f) amended by P.C. 1997-1744, 


subsecs. 1(1), (2); November 27, 1997, Canada Gazette, Part II, De- 
cember 10, 1997,-effective from July 1, 1997. 


Paras. 103(1)(f) and (j) amended by P.C. 1997- 290, subsecs. (1), 
(2); March 4, 1997, Canada Gazette, Part I], March 19, 1997, efec- 


-tive from January 1, 1997. 


Paras. 103(1)(f) and (1) amended by P.C. 1996- 1557, subsecs. 1(1), 
(2), October 8, 1996, Canada Gazette, Part II, October 30, 1996, 
effective from July 1, 1996. 


Para. 103(1)(h) amended by P.C. 1996- 500, subsec. 1(1), April 16, 
1996, Canada Gazette, Part a, May 1, 1996, effective COMETS ANE 


July 1, 1995. 


Paras. 103(1)(d), (f) and se amended by P.C. 1994-1370, subsecs. 
2(1) to (3), August 16, 1994, Canada Gazette, Part II, September 7, 
1994, effective from July 1, 1993. or 


Paras. 103(1)(a) to (d) and (f) to (1), amended. by: P.C. 1994- 372, 
subsecs. 3( 1), (2), March 10, 1994, Canada Gazette, Part Il, March 
23, 1994, effective from January 1, 1993. 


Paras. 103(1)(a) to (d) and (f) to (1) amended by P. C 1993-1552, 
July 21, 1993, Canada Gazette, Part Il, August 11, 1993, effective 
from JOT STOOD vee 


Para 103(1)(b) amended by P.C. 1992-2347, subsec. 2(1), Novem- 
ber, 19, 1992, Canada Gazette, Part II, December 2, 1992, effective 
January 1, 1992." 


Para. 103(1)(b) eed by P P.C. 1992-291, subsec. 2(1), February 
20, 1992, Canada Gazette, Part I, March 11, 1992, effective as of 
July 1199 Tr: 


Paras. 103(1)(c), (1) amended by P.C, 1991-1643, subsec. 2(1), Sep- 
tember 5, 1991, Canada Gazette, Part II, September 25, 1991, effec- 
tive commencing January PN TOOL: 


Paras. 103(1)(a), (f) (g) amended effective January 1, 1990, (c), (1) 
amended effective July 1, 1990, by P.C. 1991-732, subsecs. 2(1) to 
(4), April 18; 1991, Canada Gazette, Part II, May 8, 1991. 


Paras. 103(1)(a) to (d) and (f)'to (1) substituted by P.C> 1991-230, 
subsecs. 2(1) and (2), February 14, 1991, Canada Gazette, —- If, 
February 27, 1991, effective July 1, 1989. 


Paras. 103(1)(b),- (f), and (i)-substituted by; P:C.:1990-432, subsecs. 
2(1). to. (3), March 8, 1990, Canada. Gazette,,Part. 11, March 28, 
1990, effective January 1, 1989. 


Paras. 103(1)(b), (d), (), Gi) substituted by P.C. 1989-2105, ne 
3(1).to (4), October 19, 1989,.Canada Gazette, Part I], November &, 
1989, effective July 1, 1988... 


Paras. 103(1)(i) and (j) substituted by P.C, 1988-1041, subsec. 2(1), 
June 2, 1988, Canada Gazette, Part II, June 22, 1988, effective Jan- 
uary 1, 1988. — 


Paras. 103(1)(g) to (j) substituted by P.C. 1988-309, subsec. 1(1), 
February 25, 1988, Canada Gazette, Part II, March 16, 1988, effec- 
tive July 1, 1987. 


Para. (103(1)(b) substituted by P.C. 1987-1478, subsec. 3(1), July 
30, 1987, Canada Gazette, Part II, August 19, 1987, effective Janu- 
ary 1, 1987, 


Paras. 103(1)(a).t to- (d) and we to (1) substituted by P.C. 1987-827, 
subsecs., 1(1). and (2), April 30, 1987, Canada Gazette, Part Il, May 
13, 1987, effective July 1, 1986. 


Paras. 103(1)(f) and (j) substituted by P.C. 1986- 1345, subsecs. 3(1) 
and 3(2), June 5, 1986, Canada Gazette, Part II, June 25, 1986, ef- 
1986. 


Para.°103(1)(h) substituted by P.C. 1985-2956, subsec. 1(1), Octo- 
ber 3; 1985, Canada Gazette, Part II, October 16, 1985, effective 
July 1, 1985. 
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Paras. 103(1)(d), (i), (k) substituted by P.C. 1984-3684, subsecs. 
2(1) to (3), November 15, 1984, Canada Gazette, Part Il, November 
28, 1984, effective January 1, 1984. 

Paras. 103(1)(d) and (k) substituted by P.C, 1984-775, subsecs. 1(1) 
and (2), March 8, 1984, Canada Gazette, Part Il, March 21, 1984, 
effective July 1, 1983. 

Paras. 103(1)(c) and (d) substituted by P.C. 1983-2717, subsec. 
5(1), September 1, 1983, Canada Gazette, Part II, September 14, 
1983, effective January 1, 1983. 

Paras. 103(1)(a), (c) and (d) substituted by P.C. 1983-1195, subsecs. 
1(1) and 1(2), April 21, 1983, Canada Gazette, Part II, May 11, 
1983, effective July 1, 1982. 

Paras. 103(1)(a) to (d), (f) to (1) substituted by P.C. 1983-1137, sub- 
secs. 3(1) and 3(2), April 14, 1983, Canada Gazette, Part II, April 
27, 1983, effective from January 1, 1982. 


Paras. 103(1)(f), (h), (k)-(m) substituted by P.C. 1981-1557, sub- 
secs. 4(1)-(3), June 11, 1981, Canada Gazette, Part II, June 24, 
1981, paras. 103(1)(f), (h) in force July 1, 1981, paras. 
103(1)(k)—-(m) effective January 1, 1981. 


Paras. 103(1)(b), (k) substituted by P.C. 1980-3375, s. 3, December 
11, 1980, Canada Gazette, Part II, December 24, 1980, in force Jan- 
uary 1, 1981. 


Para. 103(1)(b) substituted by P.C. 1980-2226, s. 3, August 27, 
1980, Canada Gazette, Part II, September 10, 1980, effective July 
1; 1980. ) 


Para. 103(1)(j) substituted by P.C. 1979-2622, September 27, 1979, 
Canada Gazette, Part II, October 10, 1979, effective July 1, 1979. 


Paras. 103(1)(d), (h) substituted by P.C. 1979-1258, April 11, 1979, 
Canada Gazette, Part II, May 9, 1979, effective January 1, 1979. 


Para. 103(1)(h) substituted by P.C. 1978-2461, August 9, 1978, 
Canada Gazette, Part II, August 23, 1978, effective July 1, 1978. 


Para. 103(1)(g) substituted by P.C. 1978-1585, May 11, 1978, Can- 
ada Gazette, Part II, May 24, 1978, effective March 1, 1978. 


Paras. 103(1)(d), (h), (k) substituted, para. 103(1)(1) added, by P.C. 
1978-1038, April 6, 1978, Canada Gazette, Part II, April 26, 1978. 


Remission Orders: Income Earned in Quebec Income Tax Re- 
mission Order, P.C. 1989-1204 (reduction in withholdings for cer- 
tain income related to Quebec). 


(2) Where a payment in respect of a bonus is made 
by an employer to an employee whose total remuner- 
ation from the employer (including the bonus) may 
reasonably be expected to exceed $5,000 in the taxa- 
tion year of the employee in which the payment is 
made, the amount to be deducted or withheld there- 
from by the employer is 


(a) the amount determined under section 102 in 
respect of an assumed remuneration equal to the 
aggregate of 


(i) the amount of regular remuneration paid by 
the employer to the employee in the pay pe- 
riod in which the remuneration is paid, and 


(ii) an amount equal to the bonus payment di- 
vided by the number of pay periods in the tax- 
ation year of the employee in which the pay- 
ment is made 


minus 
(b) the amount determined under section 102 in 
respect of the amount of regular remuneration 


paid by the employer to the employee in the pay 
period 


Income Tax Regulations 


multiplied by 


(c) the number of pay periods in the taxation year 
of the employee in which the payment is made. 


(3) Where a payment in respect of a retroactive in- 
crease in remuneration is made by an employer to an 
employee whose total remuneration from the em- 
ployer (including the retroactive increase) may rea- 
sonably be expected to exceed $5,000 in the taxation 
year of the employee in which the payment is made, 
the amount to be deducted or withheld therefrom by 
the employer is 


(a) the amount determined under section 102 in 
respect of the new rate of remuneration 
minus 
(b) the amount determined under section 102 in 
respect of the previous rate of remuneration 
multiplied by 


(c) the number of pay periods in respect of which 
the increase in remuneration is retroactive. 


(4) Subject to subsection (5), where a lump sum pay- 
ment is made by an employer to an employee who is 
a resident of Canada, 
(a) if the payment does not exceed $5,000, the 
employer shall deduct or withhold therefrom, in 
the case of an employee who reports for work at 
an establishment of the employer 
(i) in Newfoundland, 103/172 of 10 per cent, 


(ii) in Prince Edward Island, 206/325 of 10 
per cent, 

(iii) in Nova Scotia, 206/321 of 10 per cent for 
the payments made on or after July 1, 1997, 
(iv) in New Brunswick, 103/165. of 10. per 
cent for the payments made during the period 
beginning on July 1, 1997 and ending on De- 
cember 31, 1997, and, after that period, 
103/164 of 10 per cent, 

(v) in Quebec, 5 per cent, 

(vi) in Ontario, 103/150 of 10 per cent for the 
payments made during the period beginning 
on July 1, 1997 and ending on December 31, 
1997, and, after that period, 103/148 of 10 per 
cent, 


(vii) in Manitoba, 103/168 of 10 per cent, 
(viii) in Saskatchewan, 103/172 of 10 per 
cent, ° 

(ix) in Alberta, 103/152 of 10 per cent, 

(x) in British Columbia, 103/154 of 10 per 
cent, 


(xi) in the Yukon Territory, 103/154 of 10 per 
cent for payments made during the period be- 
ginning on July 1, 1993 and ending on De- 
cember 31, 1993, and, after that period, 
103/153 of 10 per cent, 


(xii) in the Northwest Territories, 103/148 of 
10 per cent, or 
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(xiii) in Canada beyond the limits of any prov- 
ince or outside Canada, 10 per cent, 


of such payment in lieu of the amount determined 
under section 102; 


(b) if the payment bxteads $5,000 but does not 
exceed $15,000, the employer shall deduct. or 
withhold therefrom, in the case of an employee 
who reports for ore at an Barwa ins of the 
employer 
(i) in Newfoundland, 103/172 of 20. per cent, 
(ii) in Prince Edward Island, 206/325 of 20 
per cent, 
(iii) in Nova Scotia, 206/321 of 20 per cent for 
the payments made on or after July LTS 
(iv) in New Brunswick, 103/165 of 20 per 
cent for the payments made during the period 
beginning on July 1, 1997 and ending. on De- 
cember 31, 1997, and, after that period, 
103/164 of 20 per cent, 
(vy in Quebec, 10 per cent, 
(vi) in Ontario, 103/150 of 20 per cent for the 
payments made during the period beginning 
on July 1, 1997 and ending on December 31, 
1997, and, after that period, 103/ 148 of 20 per 
cent, 


(vii) in Manitoba, 103/168 of 20 per cent, 


cent, 
(ix) in Alberta, 103/152 of 20 per cent, 


(x) in British Columbia, 103/154 of 20 per 
cent, 


(xi) in the Yukon Territory, 103/154 of 20 per 
cent for payments made during the period be- 
ginning on July 1, 1993 and ending on De- 
cember 31, 1993, and, after that ieaias 
103/153 of 20 per cent, 


(xii) in the Northwest Territories, 103/148 of 
20 per cent, or 
(xiii) in Canada beyond the limits of any prov- 
ince or outside Canada, 20 per cent, 
of such payment in lieu of the amount determined 
under section 102; and 
(c) if the payment exceeds $15,000, the employer 
shall deduct or withhold therefrom, in the case of 


an employee who reports for work at an estab- 
lishment of the employer 


(i) in Newfoundland, 103/172 of 30 per cent, 
(ii) in Prince Edward Island, 206/325 of 30 
per cent, 

(iii) in Nova Scotia, 206/321 of 30 per cent for 
the payments made on or after July 1, 1997, 


(iv) in New Brunswick, 103/165 of 30 per 
cent for the payments made during the period 
beginning on July 1, 1997 and ending on De- 


(viii) in Saskatchewan, 103/172 of 20 per 


cember 31, 1997, and, after that period, 
103/164 of 30 per cent, 


(v) in Quebec, 15 per cent, 


(vi) in Ontario, 103/150 of 30 per cent for the 
payments made during the period beginning 
on July 1, 1997 and ending on December 31, 
1997, and, alter that period, 103/148 of 30 ‘aes 
cent, 


(vil) in Manitoba, 103/168 of 30. per cent, 


(viii) in Saskatchewan, 103/172 of »30, per 
cent, 


(ix) in Alberta, 103/152 of 30 per cent, 


(x).in, British Columbia, 103/154 of. 30. per 
cent, 


(xi) in the Yukon Territory, 103/154 of 30 per 
cent for payments made during the period be- 
ginning on July 1, 1993 and ending on De- 
cember 31, 1993, and, after that period, 
103/153 of 30 per cent, 


(xii) in the Northwest Territories, 103/148 of 
30 per cent, or 


(xiii) in Canada beyond the limits. of any prov- 
ince or outside Canada, 30 per cent, 


of such payment in lieu of the amount determined 

under section 102. — 3 
History: Subparas. 103(4(a)(iii), (iv) and: (vi), 103(4)(b) (ii), Civ) 
and (vi), and 103(4)(c)(@ii), (iv) and (vi) amended by P.C. 1997- 
1744, subsecs..1(3) to (8), November 27, 1997, Canada Gazette, 
Part II, December 10, 1997, effective from July 1,, 1997. 
Subparas. 103(4)(a)(vi), (a)(x), 103(4)(b)(vi), (b)(x),- and subpara. 
103(4)(c)(vi), (c)(x) amended by P.C. 1997-290, -subsecs. 1(3) to 
(8), March 4, 1997, Canada Gazette, Part I], March 19, 1997, effec- 
tive commencing January 1, 1997. 


Subparas. 103(4)(a)(vi), (a)(x), 103(4)(b)(vi),, (b)(x), and subpara. 
103(4)(c)(vi), (c)(x) amended by P.C. 1996-1557, subsecs., 1(3), to 
(8), October 8, 1996, Canada Gazette, Part H, October 30, 1996, 
effective commencing July 1, 1996. 


Subpara. 103(4)(a)(viii), subpara. 103(4)(b)(vili), and Apia 
103(4)(c)(vili), amended by P.C. 1996-500, subsecs. 1(2). to. (4), 
April 16, 1996, Canada Gazette, Part I], May 1, 1996, effective 
commencing July 1, 1995. 


Subparas. 103(4)(a)(iv), (vi) and (xi), subparas. 103(4)(b)Giv), (vi) 
and (xi), subparas. 103(4)(c)(iv), (vi) and (xi), amended by P.C. 
1994-1370, subsecs. 2(4) to (12), August 16, 1994, Canada Gazette, 
Part II, September 7, 1994, effective from July.1, 1993. 


Subparas, (i) to (iv) and (vi) to (xii) of paras. 103(4)(a), (b) and (c) 
amended by P.C. 1994-372, subsecs. 3(3) to (8), March 10, 1994, 
Canada Gazette, Part I,,March 23, 1994, effective from January |, 
1993. 

Subparas. (i) to (iv) and (vi).to (xii) of paras. 103(4)(a), (b) and (c) 
amended: by P.C. 1993-1552, July 21, 1993, Canada Gazette, Part 
II, August 11, 1993, effective from July 1, 1992. 


Subparas. 103(4)(a)(ii), (b)(ii), (c)(ii) amended by P.C. 1992-2347, 
subsecs. 2(2) to (4), November 19, 1992; Canada Gazette, Part Il, 
December 2, 1992, effective January 1, 1992. 

Subpara. (ii) of paras. 103(4)(a), (b), (c) amended by PIC... 1992291, 
s. 2, February 20, 1992, Canada Gazette, Part Il, March 11, 1992, 
effective July 1, 1991. 

Subparas. (iii) and (xii) of paras. 103(4)(a), (b), (c) amended by Rie: 
1991-1643, subsecs. 2(3) to (8), September 5, ‘bass Canada Ga- 
zette, Part Il, September 25, 1991, effective January ’1, 1991. 
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Subparas. (i), (vi), (vii) of paras. 103(4)(a), (b) and (c) amended ef- 
fective January 1, 1990, subparas. (iii), (xii) of those paras. 
amended effective July 1, 1990, by P.C. 1991-732, subsec. 2(5) to 
(16), April 18, 1991, Canada Gazette, Part II, May 8, 1991. 


Subparas. 103(4)(a)(i) to (iv) and (vi) to (xii), (4)(b)(i) to (iv) and 
(vi) to (xii), and (4)(c)(i) to (iv) and (vi):to (xii) substituted by P.C. 
1991-230, subsecs. 2(3) to (8), February 14, 1991, Canada Gazette, 
Part II, February 27, 1991, effective July 1, 1989. 


Subparas. 103(4)(a)(ii), (vi), (ix), (b)(ii), (vi), (ix), (c)Gi), (vi), (ix) 
substituted by P.C. 1990-432, subsecs. 2(4) to (12), March 8, 1990, 
Canada Gazette, Part II, March 28, 1990, effective January 1, 1989. 


Subparas. 103(4)(a)(i), (iv), (vi), Gx),-(b) (i), (iv), (vi), (ix), (c)(ii), 
(iv), (vi), (ix) substituted by P.C. 1989-2105, subsecs. 3(5) to (16), 
October 19, 1989, Canada Gazette, Part II, November 8, 1989, ef- 
fective July 1, 1988. 


Subparas. 103(4)(a)(Gx) and (x), (b)(ix) and (x), (c)(ix) and (x) sub- 
stituted by P.C. 1988-1041, subsecs. 2(2) to (4), June 2,:1988, Can- 
ada Gazette, Part II, June 22, 1988, effective January 1, 1988. 


Subparas. 103(4)(a)(vii) to (x), (b)(vii). to, (x), (c)(vit) to (x) substi- 
tuted by P.C. 1988-309, subsecs. 1(2) to (4), February 25, 1988, 
Canada Gazette, Part II, March 16, 1988, effective July 1, 1987. 


Subparas. 103(4)(a)(ii), (b)(ii), (c)(i) substituted: by,P.C. 1987- 
1478, subsecs. 3(2) to (4), July 30, 1987, Canada Gazette, Part II, 
August 19, 1987, effective January 1, 1987. 


Subparas. 103(4)(a)(i) to (iv) and (vi) to (xii), (b)(i) to (iv) and (vi) 
to (xii), and (c)(i) to (iv) and (vi) to (xii) substituted by. P.C. 1987- 
827, subsecs. 1(3) to (8), April 30, 1987, Canada Gazette, Part II, 
May 13, 1987, effective July 1, 1986. 


Subparas. 103(4)(a)(vi), (x), (4)(b)(vi), (x), (4)(c)(vi), (x) substi- 
tuted by P.C. 1986-1345, subsecs. 3(3) to 3(8), June 5, 1986; Can- 
ada Gazette, Part II, June.25, 1986, effective January 1, 1986: 


Subparas. 103(4)(a)(viii), (b)(viii), (c)(viii) substituted by P.C. 
1985-2956, subsecs. 1(2)-(4), October 3, 1985, Canada Gazette, 
Part II, October 16, 1985, effective July 1, 1985. 


Subparas. 103(4)(a)(iv), (ix), (xi), 103(4)(b)(iv), (ix), (xi), 
103(4)(c)(iv), (ix), (xi) substituted by P.C. 1984-3684, subsecs. 2(4) 
to (12), November 15, 1984, Canada Gazette, Part Il, November 28, 
1984, effective January 1, 1984. 


Subparas. 103(4)(a)(iv) and (xi), 103(4)(b)(iv) ‘and (xi), 
103(4)(c)(iv) and (xi) substituted by P.C. 1984-775, subsecs. 1(3) to 
1(8), March 8, 1984, Canada Gazette, Part II, March 21, 1984, ef- 
fective July 1, 1983. 


Subparas. 103(4)(a)(iii) and (iv), 103(4)(b)(iii) and‘ (iv), 
103(4)(c)@ii) and (iv) substituted by P.C. 1983-2717, subsecs. 5(2) 
to (4), September 1, 1983, Canada Gazette, Part II, September 14, 
1983, effective January 1, 1983. 


Subparas. 103(4)(a)(i), (iii), (iv), (103(4)(b)@), (ii), (iv), 
103(4)(c)(i), (iii), (iv) substituted by P.C. 1983-1195) subsecs. 1(3) 
to 1(8), April 21, 1983, Canada Gazette, Part II, May 11, 1983, ef- 
fective July 1, 1982. 


Subparas. 103(4)(a)(i) to (iv), (vi) to (xii), 103(4)(b)(i) to (iv), (vi) 
to (xii), 103(4)(c)(i) to (iv), (vi) to (xii) substituted by P.C. 1983- 
1137, subsecs. 3(3) to 3(8), April 14, 1983, Canada Gazette, Part II, 
April 27, 1983, effective January 1, 1982. 


Subparas. 103(4)(a)(vi), (viii), (xi)-Gaii), (b)(vi), (viii), (xi)—(xiii), 
(c)(vi), (vili), (xi)-(xiii) substituted by P.C. 1981-1557, subsecs. 
4(4)+(12), June 11, 1981, subparas. 103(4)(a)(vi), (viii), (b)(vi), 
(vili), (c)(vi), (viii) in force July 1, 1981, subparas. 
103(4)(a)(xi)-(xiii), (b)(xi)—(xiii), simeacibliens effective January 1, 
1981. 


Subparas. 103(4)(a)(ii), (xi); (b)(ii), (xi); (C)(ii); (xi) substituted by 
P.C. 1980-3375, s. 3(3)-(8), December 11, 1980, Canada Gazette, 
Part II, December 24, 1980, in force January 1, 1981. 


Subparas. 103(4)(a)(ii), (b)(ii), (c)(ii). substituted. by P.C. 1980- 


2226, s. 3, August 27, 1980, Canada Gazette, Part II, September ‘10, 
1980, effective July 1, 1980. 


Income: Tax Regulations 


Subparas.  103(4)(a)(x),, (b)(x),. (c)(x), substituted by P.C. 1979- 
2622, September 27, 1979,. Canada Gazette, Part I, October 10, 
1979, effective July 1, 1979. — 

Subparas. 103(4)(a)(iv), (viii), (b)(iv), (vill), (c)(Qv), (viii), substi- 
tuted by P.C. 1979-1258, April 11, 1979, Canada Gazette, Part Il, 
May 9, 1979, effective January, 1, 1979. 

Subparas: 103(4)(a)(viii), (b)(viii), (c)(viii), substituted by P.C. 
1978-2461, August 9, 1978, Canada Gazette, Part Il, August 23, 
1978, effective July 1, 1978. 


Subparas. 103(4)(a)(vii), (b)(vii), (c)(vii), cabs titeitesd by P.C: 1978- 
1585, May 11, 1978, Canada Gazette, Part Il, May 24, 1978, effec- 
tive March 1, 1978. 

Subparas. 103(4)(a)(iv), (viii), (xi), (b)(iv), (viii), (xi), (c)(iv), (viii), 
(xi) substituted, subparas. 103(4)(a)(xii), (b)(xii), (c)(xii)iadded, by 
P.C. 1978-1038, April 6, 1978, Canada Gazette, Part I, April 26, 
1978. ‘ 

All that portion of subsection 103(4) preceding para. (a) substituted 
by P.C. 1977-3520, December 15,1977, Canada Gazette, Part II, 
January I1, 1978, effective January ‘1, 1978: 


Remission Orders: Income Earned: in Quebec Income Tax Re- 
mission Order, P.C. 1989-1204 (reduction in withholdings for cer- 
tain income related to Quebec).> 


Forms: T1036: Applying to withdraw an.amount under the Home 
Buyers’ Plan. 


(5) Where the payment referred to in subsection (4) 
would: be ‘pension income.or qualified pension in- 
come of the employee in respect of which subsection 
118(3) of the Act would apply if the definition “pen- 
sion income’’ in subsection 118(7) of the Act were 
read without reference to subparagraphs (a)(ii) and 
(iii) thereof, the payment shall be deemed to be the 
amount of the payment minus 


(a) where the payment does not exceed the 
amount taxable referred to in paragraph 117(2)(a) 
of the Act, as adjusted annually pursuant to sec- 
tion 117.1 of the Act; the lesser of $1,000 and the 
amount of the payment; 


(b) where the payment exceeds. the amount re- 
ferred.to in paragraph (a) but does not exceed the 
amount taxable referred. to. in: paragraph 117(2)(c) 
of the Act, as adjusted annually pursuant to sec- 
“tion 117.1 of the Act, $654; and 


(c) where the payment exceeds the amount taxa- 
ble referred to in paragraph 117(2)(c) of the Act, 
as adjusted annually sees to section 117. 1of 
the Act, $586. i 


History: Paras. 103(5)(a) to (c) amended by P.C. 1992-2347, sub- 
sec. 2(5), November 19, 1992, Canada; Gazette, Part If, December 
2, 1992, effective January 1, 1992. 


Paras. 103(5)(a) to.(c) amended, by P.C. 1991-1634, subsec. 2(9), 
September 5, 1991, Canada Gazette, Part II; September 25; 1991, 
effective commencing January 1, 1991. 


Paras. 103(5)(a) to (c) amended by P.C. 1991-732, subsec. 2(17), 
April 18,1991, Canada Gazette, Part H, May 8; 1991, effective Jan- 
uary 1, 1990. 


Paras. 103(5)(a), (b), (c) substituted by P.C. 1990-432, subsec. 
2(13),. March. 8, 1990, Canada Gazette, Part II, March 28, 1990, 
effective January 1, 1989. 


Subsec: 103(5) substituted by P.-C. 1989-2105, subsec. 3(17), Octo- 


ber 19; 1989, Canada Gazette, Part II, Navember8, 1989, effective 
July 1; 1988. 
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That portion of subsec. 103(5) preceding para. (a) substituted by 
P.C. 1987-2250, subsec. 2(1), November 6, 1987, Canada Gazette, 
Part Il, November 25, 1987. 


That portion of subsec. 103(5) preceding paragraph (a) substituted 
by P.C. 1983-2717, subsec. 5(5), September, 1, 1983, Canada Ga- 
zette, Part II, September 14, 1983, effective January 1, 1983. 


(6) For the purposes of subsection (4), a “lump sum 
payment” means a payment that is 


(a) a payment described in subparagraph 
40(1)(a)(i) or (iii) or paragraph 40(1)(c) of the In- 
come Tax Application Rules, 

(b) a payment under a deferred profit sharing plan 
or a plan referred to in section 147 of the Act as a 
“revoked plan”, except a payment referred to in 
subparagraph 147(2)(k)(v) of the Act, 


(c) a payment made during the lifetime of an an- 
nuitant referred to in subparagraph 146(1)(a)Q) 
[146(1)“annuitant”(a)] of the Act out of or under 
a registered retirement savings plan of that annul- 
tant, other than 


(i) a periodic annuity payment, or 


(11) a payment made by a person who has rea- 
sonable grounds to believe that the payment 
may be deducted under subsection 146(8.2) of 
the Act in computing the income of any 
taxpayer, 
(d) a payment out of or under a plan referred to in 
subsection 146(12) of the Act as an “amended 
plan” other than 


(i) a periodic annuity payment, or 

(ii) where paragraph 146(12)(a) of the Act ap- 
plied to the plan after May 25, 1976, a pay- 
ment made in a year subsequent to the year in 
which that paragraph applied to the plan, 


(d.1) a payment made during the lifetime of an 
annuitant referred to in paragraph 146.3(1)(a) 
[146.3(1)“annuitant”] of the Act under a regis- 
tered retirement income fund of that annuitant, 
other than a payment to the extent that it is in re- 
spect of the minimum amount (within the mean- 
ing assigned by paragraph 146.3(1)(b.1) 
[146.3(1)“minimum amount”] of the Act) under 
the fund for a year, 


(e) a retiring allowance, or 


(f) a payment of an amount as, on account or in 
lieu of payment of, or in satisfaction of, proceeds 
of the surrender, cancellation or redemption of an 
income-averaging annuity contract. 
Related Provisions: Reg. 100(3)(c) — No source withholding 
required where amount paid directly to employee’s RRSP pee 
employer. 
History: Para. 103(6)(a) amended by P.C. 1994-1817, s. 48, No- 
vember 1, 1994, Canada Gazette, Part II, November 30, 1994. 
Para. 103(6)(c) substituted by P.C. 1991-2540, s. 2, December 16, 
1991, Canada Gazette, Part II, January 15, 1992, applicable in re- 
spect of payments made after 1990. 
Subparas. 103(6)(c)(i) and 103(6)(d)(i) substituted and para. 
103(6)(d.1) added by P.C. 1987-2250, subsecs. 2(2)+(4), November 
6, 1987, Canada Gazette, Part Il, November 25, 1987. 
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Paras. 103(6)(a) and (e) substituted by P.C. 1983-1137, subsees. 
3(9) and 3(10), April 14, 1983, Canada Gazette, Part Il, April 27, 
1983, applicable with respect to amounts received in respect of any 
termination of an office or employment after November 12, 1981, 
except that in its application to payments made after November 12, 
1981 in respect of a termination of an office or employment that 
occurred on or before that date paragraph 103(6)(a) shall be read as 
follows: 


“(a) a payment described in subparagraphs 40(1)(a)(1) to (iii) 
or paragraph 40(1)(b) or (c) of the Income Tax Application 
Rules, 1971,” 


_and paragraph 103(6)(e) shall be read as follows: 


“(e) a termination payment paid in a single payment, or” 
Paras. 103(6)(c), (d) substituted by P.C. 1980-3209, s. 2, November 
27, 1980, Canada Gazette, Part Il, December 10, 1980. 


Para. 103(6)(c) added, para. (d) (formerly (c)) substituted and para. 
(d) renumbered (f) (as amended by P.C. 1980-2226, s. 3, August 27, 
1980, Canada Gazette, Part II, September 10, 1980) by P.C. 1980- 
1735, 's. 2, June 26, 1980, Canada Gazette, Part II, July 9, 1980, 
effective June 30, 1978. 


Para. 103(6)(e) added by P.C. 1980-1366, s. 2, May 22, 1980, Can- 
ada Gazette, Part II, June 11, 1980. 


Para. 103(6)(c) substituted by P.C. 1978-1038, April 6, 1978,,Can- 
ada Gazette, Part II, April 26, 1978. 


Subsec. 103(6) substituted by P.C. 1977- 3520, December 15, 1977, 
Canada Gazette, Part Il, January 11, 1978. 


(7) For the purposes of subsection 153(1) of the Act, 
the amount to be deducted or withheld by a person 
shall be 50 per cent 


(a) of the contribution made by the person under 
a retirement compensation arrangement, other 
than a contribution made by the person as an em- 
ployee; or 


(b) of the payment by the person to a resident of 
Canada of an amount on account of the purchase 
price of an interest in a retirement compensation 
arrangement. 


History: Subsec. 103(7) added by P.C. 1989-379, s. 2, March 9, 
1989, Canada Gazette, Part II, March 29, 1989, applicable in re- 
spect of amounts paid after March 27, 1987. 


104. Deductions not required — (1) No amount 
shall be deducted or withheld from a payment in ac- 
cordance with section 102 or 103 with respect to an 
employee who has filed with the employee’s em- 
ployer a return referred to in subsection 107(1) for a 
year claiming that the employee’s income from em- 
ployment for the year will be less than the claim 
amount for the year as reported on that return for the 
year. 

History: Subsec. 104(1) substituted by P.C. 1994-372, s. 4, March 
10, 1994, Canada Gazette, Part Il, March 23, 1994, effective Janu- 
ary 1, 1993. 
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Subsec. 104(1) amended by P:C. 1992-2347, s. 3, November 19, 
1992, Canada Gazette, Part Il, December 2, 1992, effective January 
1, 1992. 


Subsec. 104(1) substituted by P.C. 1989-2105, s. 4, October 19, 
1989, Canada Gazette, Part Il, November 8, 1989, effective July 1, 
1988. 


Forms: TD1: Personal tax credits return. 
(2) No amount shall be deducted or withheld from a 


payment in accordance with section 102 or 103 in 
respect of an employee who was neither employed 


nor resident in Canada at the time of payment except 


in respect of 


(a) remuneration described in subparagraph 
115(2)(e)() of the Act that is paid to a non-resi- 
dent person who has in the year, or had in any 
previous year, ceased to be resident in Canada; or 


(b) remuneration reasonably attributable to the 
duties of any office or employment performed or 
to be performed in Canada by the :non- pesmlent 
person. 


History: Para. 104(2)(b) amended by P.C. 1997-1471, s. 2, October. 


9, 1997, Canada Gazette, Part II, October 29, 1997, applicable be- 
‘ginning on May 1, 1997. 

Subsec. 104(2) substituted by P.C. 1978-1585, May 11, 1978, Can- 
ada Gazette, Part Il, May 24, 1978, effective March 1, 1978. 


Interpretation Bulletins: IT-161R3: Non-residents — Exemption 
from tax deductions at source on employment income. 


(3) The amount to be deducted or withheld from a 
payment made by a person during the lifetime of an 
annuitant referred to in paragraph (a) of the defini- 
tion “annuitant” in subsection 146(1) of the Act out 
of or under a registered retirement savings plan of 
the annuitant is nil where, at the time of the payment, 
the annuitant has certified in prescribed form to the 
person that the annuitant has entered into a written 
agreement to acquire a home and that 


(a) the annuitant intends to use the home as a 
principal place of residence in Canada within one 
year after its acquisition; | 

(b) the home has not previously been owned by 
the annuitant or the annuitant’s spouse; 


(b.1) the annuitant had no owner-occupied home 
in the period 


(i) commencing at the beginning of the fourth 
preceding calendar year ending before the 
time of the payment, and 


(ii) ending on the 31st my before the time of 
the payment; 


(b.2) the annuitant’s spouse, in the period re- 
ferred to in paragraph (b.1), had no owner-occu- 
pied home that was inhabited by the annuitant at 
any time during the marriage of the spouse and 
the annuitant; 


(c) the annuitant was resident in Canada at the 
time of the payment; and 


(d) the total amount of the payment and all other 
such payments in respect of the home to the an- 
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nuitant at or before that time does’ not exceed 
$20,000. 


Related Provisions: Reg. 104(3.1), (4) — Interpretation. 


(3.1) For the purposes of ‘subsection (3), an individ- 
ual shall be considered to have had an owner-occu- 
pied home at any time where the home was owned, 
whether jointly with another person or otherwise, by 
the individual at that time and inhabited by the indi- 


vidual as the individual’s principal place of, resi- 


dence at that time. 


(4) For the purposes of ldots Sess (3) and G. 1), 
“home” means 


(a) a housing, unit; 


(b) a share. of the capital stock ae a cooperative 

housing corporation, where the holder of the 
share is entitled to possession of a housing unit; 
and 


(c) where the context so requires, the housing 
unit to which a share described i in paragraph (b) 
relates. 
History: That portion of subsec. 104(3) before para. (a), and 104(4) 
before para. (a) substituted, paras. (b.1) and (b.2), and subsec. (3.1) 
added, by P.C. 1994-438, March 17, 1994; Canada Gazette, Part II, 
April 5, 1994, applicable to: payments made after March 1, 1994. 


Subsec. 104(3) amended by P.C. 1993-271, February 11, 1993, 
Canada. Gazette, Part II, February 24, 1993. 


Subsecs: 104(3), (4) added by P.C. 1992-480, March: 19; 1992; Can- 
ada Gazette, Part II, April 8, 1992, applicable-in respect of pay- 
ments made after February 25, 1992 and before March 2, 1993. 


105. Non-residents — (1) Every person paying to 
a non-resident person a fee, commission or other 
amount in respect of services rendered in Canada, of 
any nature whatever, shall deduct ot Rae eo per 
cent of such payment. 


(2) Subsection (1) does not Aisi to a payment de- 
scribed in the definition “remuneration” in subsec- 
tion 100(1).-. 


Related Provisions: Canada-U.S, tax treaty Art. XVII — _ Limita- 
tion on, withholding re U.S. residents, 


Information Circulars: 75-6R: Required witnpoliare from 
amounts paid to non-resident persons performing services in 
Canada. 


Forms: T4A-NR Summ: Summary of fees (etc.) paid to non-re- 
sidents for services rendered in Canada; T4A-NR Supp: Statement 
of fees, etc., paid to.non-residents to which subsection 105(1) of the 
Regulations applies. 


105.1 Fishermen’s election — (1) Notwithstand- 
ing section 100, in this section, 


“amount of remuneration” paid to a Tose 
means | 


(a) where a boat crewed by one or more fisher- 
men engaged in making a.catch is owned, to- 
gether with the gear, by a person, other ‘than a 
member of the crew, to whom the. catch is.to be 
delivered for subsequent sale or other disposition, 
such portion of the proceeds from the»disposition 
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of the catch that is payable to the fisherman in 
accordance with an arrangement under which the 
proceeds of disposition of the catch are to be dis- 
tributed (in this section referred to as a “share 
arrangement’); 


(b) where the boat or gear used in making a catch 
is owned or leased by a fisherman who alone or 
with another individual engaged under a contract 
of service makes the catch, such portion of the 
proceeds from the disposition of the catch that re- 
mains after deducting therefrom 


(i) the amount in respect of any portion of the 
catch not caught by the fisherman or the other 
individual, 


(11) the amount payable to the other individual 
under the contract of service, and 


(111) the amount.of such proportionate share of 
the. catch as is attributable to the expenses of 
the operation of the boat or its gear pursuant 
to their share arrangement; 


(c) where a crew includes the owner of the boat 
or gear (in this paragraph referred to as the 
“owner’) and any other fisherman engaged in 
making a catch, such portion of the proceeds 
from the disposition of the catch that remains af- 
ter deducting therefrom 


(1) in the case of an owner, 


(A) the amount in respect of that portion of 
the catch not caught by the crew or an 
owner, 


(B) the aggregate of all amounts each of 
which is an amount payable to a crew 
member (other than the owner) pursuant to 


their share arrangement or to an individual © 


engaged under a contract.of service, and 


-(C) the amount of such proportionate share 
of the catch as is attributable to the ex- 
penses of the owner’s operation of the boat 
or its gear pursuant to their share arrange- 
ment, or 


. (ii) in the case of any other crew member, 
such proceeds from the. disposition of the 
catch as is payable to him in accordance with 
their share arrangement; or 


(d) in any other case, the proceeds of disposition 
of the catch payable to the fisherman; 


“catch” means a catch of shell fish, crustaceans, 
aquatic animals or marine plants caught or taken 
from any body of water; 


“crew” means one or more fishermen engaged in 


making a catch; 


“fisherman” means an individual engaged in mak- 
ing a catch other than under a contract of service. 


(2) Every person paying at any time in a taxation 
year an amount of remuneration to a fisherman who, 
pursuant to paragraph 153(1)(n) of the Act, has 
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elected for the year in prescribed form in respect of 
all such amounts shall deduct or withhold 20% of 
each such amount paid to the fisherman while the 
election is in force. 

History: S. 105.1: added by P.C. 1983-2717, s. 6, September. 1, 


1983, Canada Gazette, Part Il, September 14, 1983, effective from 
March 30, 1983. 


106. Variations in deductions — (1) Where an 
employer makes a payment of remuneration to an 
employee in his taxation year 


(a) for a period for which no provision 1s made in 
Schedule I, 


(b) for a pay period referred to in Schedule [ in an 
amount that is greater than any amount provided 
for therein, 


(c) whose total remuneration in respect of the 
year is greater than any amount of total remuner- 
ation provided for in Schedule I, or 


(d) whose personal credits and estimated deduc- 
tions in respect of the year are greater than 
$58,999.99, 


the amount to be deducted or withheld by the em- 
ployer from any such payment is that proportion of 
the payment that the tax that may reasonably be ex- 
pected to be payable under the Act by the employee 
with respect to the aggregate of all remuneration that 
may reasonably be expected to be paid by the em- 
ployer to the employee in respect of that taxation 
year is of such aggregate. 


(2), (3) [Revoked] 


History [Reg. 106]: Para. 106(1)(d) substituted by P.C. 1989- 
2105, s. 5, October 19, 1989, Canada Gazette, Part II, November 8, 
1989, effective July 1, 1988. 


Para. 106(1)(d) substituted by P.C. 1985-1645, May 16, 1985, s. 3, 
Canada Gazette, Part II, May 29, 1985, effective January 1, 1985. 


Para. 106(1)(d) substituted, subsecs. 106(2) and (3) revoked by P.C. 
1984-3684, s. 3, November 15, 1984, Canada Gazette, Part II, No- 
vember 28, 1984, effective from January 1, 1984. 


Para. 106(1)(d) substituted by P.C. 1983-2717, s. 7, September 1, 
1983, Canada Gazette, Part II, September 14, 1983, effective from 
January 1, 1983. 


Para. 106(1)(d) substituted by P-C. 1983-1137, s. 4, April 14, 1983, 
Canada Gazette, Part II, April 27, 1983, effective from January -1, 
1982. 


S. 106 substituted by P.C. 1981-1557, s. 5, June 11, 1981, Canada 
Gazette, Part II, June 24, 1981, effective commencing January |, 
1981. 


107. Employee’s returns — (1) The return re- 
quired to be filed by an employee under subsection 
227(2) of the Act shall be filed by the employee with 
the employer when the employee commences em- 
ployment with that employer and a new return shall 
be filed thereunder within 7 days of the date on 
which a change occurs that may reasonably be ex- 
pected to result in a change in the employee’s per- 
sonal credits for the year. 

Related Provisions: Reg. 104 — No deduction required where 
employee claims no tax payable. 
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History: Subsec. 107(1) amended by P.C. 1989-2105, subsec. 6(1), 
October 19, 1989, Canada Gazette, Part Il, November 8, 1989, ef- 
fective July 1, 1988. 


Forms: TD1: Personal tax credits return. 


(2) Notwithstanding subsection (1), where, in a year, 
an employee receives payments in respect of com- 
missions or in respect of commissions and salary or 
wages, and he elects to file a prescribed form for a 
year in addition to the return referred to in that sub- 
section, that form shall be filed with his continuing 
employer on or before January 31 of the year and, 
where applicable, within one month after he com- 
mences his employment with a new employer or 
within one month of the date on which a change oc- 
curs that may reasonably be expected to result in 


(a) a change in the employee’s personal credits 
for the year, or 


(b) a substantial change in his estimated total re- 
muneration for the year:or estimated deductions 
for the year. 
History: Para. 107(2)(a) amended by P.C. 1989-2105, subsec. 6(2), 
October 19, 1989, Canada Gazette, Part II, November 8, 1989, ef- 
fective July 1, 1988. 


Subsec. 107(2) substituted by P.C. 1981-1557, s. 6, June 11, 1981, 
Canada Gazette, Part Il, June 24, 1981, effective January 1, 1981. 


Forms: TD1X: Statement of remuneration and expenses: (for use 
by commission remunerated employees). 


(3) Where, in a taxation year, an employee has 
elected to file the prescribed form referred to in sub- 
section (2) and has filed such form with his em- 
ployer, the employee may at any time thereafter in 
the year revoke that election and such revocation is 
effective from the date that he notifies his employer 
in writing of his intention. 


Forms: TD1: Personal tax credits return. 


History: S. 107 substituted by P.C. 1980-3375, s. 5, December 11, 
1980, Canada Gazette, Part Il, December 24, 1980, in force January 
1, 1981. 


108. Remittances to Receiver. General — (1) 
Subject to subsections (1.1), (1.11) and (1.12), 
amounts deducted or withheld in a month under sub- 
section 153(1) of the Act shall be remitted to the Re- 
ceiver General on or before the 15th day of the fol- 
lowing month. 


(1.1) Subject to subsection (1.11), where the average 
monthly withholding amount of an employer for the 
second calendar year ae a particular calendar 
year is 


(a) equal to or greater than $15,000 and less than 
$50,000, all amounts deducted or withheld from 
payments described in the definition “remunera- 
tion” in subsection 100(1) that are made in a 
month in the particular calendar year by the em- 
ployer shall be remitted to the Receiver General 


(i) in respect of payments made before. the 
16th day of the month, on or before the 25th 
day of the month, and 
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(ii) in respect of payments made after the 15th 
day of the month, on or before the 10th day of 
the following month; or 


(b) equal to or greater than $50,000, all amounts 
deducted or withheld from payments described in 
the definition “remuneration”. in subsection 
100(1) that are made in a month in the particular 
calendar year by the employer shall be remitted 
to the Receiver General on or before the third 
day, not including a Saturday or holiday, after the 
end of the following periods in which the pay- 
ments were made, . 


(i) the period beginning on the first day and 
ending on the 7th day of the month, 


(ii) the period beginning on the 8th day and 
ending on the 14th day of the month, 


(ili) the period beginning on the 15th day and 
ending on the 21st day of the month, and 


(iv) the period beginning on the 22nd day and 
ending on the last day of the month. 


(1.11) Where an employer referred to in paragraph 
(1.1)(a) or (b) would otherwise be required to remit 
in accordance with that paragraph the amounts with- 
held or deducted under subsection 153(1) of the Act 
in respect of a particular calendar year, the employer 
may elect to remit: those amounts 


(a) in accordance with subsection (1), if the aver- 
age monthly withholding amount of the employer 
for the calendar year preceding the particular cal- 
endar year is less than $15,000 and the employer 
has advised the Minister that the SeUDY Sh has so 
elected; or 


(b) if the average monthly withholding amount of 
the employer for the calendar year preceding the 
particular calendar year is equal to or greater than 
$15,000 and less than $50,000:and the employer 
has advised the Minister that the employer has so 
elected, 


(i) in respect of payments made before the 
16th day of a month in the particular calendar 
year, on or before the 25th day of the month, 
and 


(ii) in respect of payments made after the 15th 
day of a month in [the] particular calendar 
year, on or before the 10th day of the follow- 
ing month. ' 


(1.12) If at any time 


(a) the average monthly guuholder amount in 
respect of an employer for either the first or the 
second calendar year before the particular calen- 
dar year that includes that time is less» than 
$1,000, 


(b) throughout the 12-month. period before: that 
time, the employer has remitted, on, or before the 
day on or before which the amounts were re- 
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quired to be remitted, all amounts each of which 
was required to be 


(i) deducted or withheld under subsection 
153(1) of the Act, or 


(ii) remitted under Part IX of the Excise Tax 
_ Act, and 


(c) throughout the 12-month period before. that 
time, the employer has filed all returns each of 
which was required to be filed under this Act or 
Part IX of the Excise Tax Act on or before the day 
on or before which those returns were required to 
be filed under those Acts, 


all amounts deducted or withheld from payments de- 
scribed in the definition “remuneration” in subsec- 
tion 100(1) that are made by the employer in a 
month that ends after that time and that is in the par- 
ticular calendar year may be remitted’ to the Receiver 
See 


(d) in respect of such payments made in January, 
February and March of the particular calendar 
year, on or before the 15th day of April of the 
particular year, 


(e) in respect of such payments made in April, 
May and June of the particular calendar year, on 
or before the 15th day of July of the particular 
year, 5. 


~ (f) in respect of such payments made in July, Au- 
gust and September of the particular calendar 
year, on or before the 15th day of October of the 
particular year, and 


(g) in respect of such payments made in Gelaier: 
‘November and December of the particular calen- 
dar year, on or before the 15th day of January of 
the year following the particular year. 
History: Subsec. 108(1) amended and (1.12) added by P.C. 1997- 
1473, October 9, 1997, s. 3, Canada Gazette, Part II, October 29, 
1997, applicable to amounts and contributions required to be remit- 
ted to the Receiver General after October 1997. 


Subsecs. 108(1) and (1.1) amended, and (1.11) added, by P.C. 1993- 
321, February 23, 1993, Canada Gazette, Part II, March 10, 1993, 
applicable in respect of amounts deducted or withheld from pay- 
ments made after March 10, 1993. 


Subsec. 108(1.1) substituted by P.C. 1989-2390, December 7, 1989, 
Canada Gazette, Part II, December 20, 1989, applicable in respect 
of amounts deducted or withheld from payments made after 1989. 


Subsec. 108(1.1) added by P.C. 1987-2476, December 10, 1987, 
Canada Gazette, Part II, December 23, 1987, applicable in respect 
of amounts deducted or withheld from payments made after 1987. 


(1.2) For the purposes of this section, average 
monthly withholding amount, in respect of an em- 
ployer for a particular calendar yeak, is the quotient 
obtained when 


(a) the aggregate of all amounts each of which is 
an amount required to be remitted with respect to 
the particular year under 


(i) subsection 153(1) of the Act and a similar 
provision of a law of a province which im- 
poses a tax upon the income of individuals, 
where the province has entered into an agree- 
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ment with the Minister of Finance for the col- 
lection of taxes payable to the province, in re- 
spect of payments ‘described in the definition 
“remuneration” in subsection 100(1), 


(ii) subsection 21(1) of the Canada Pension 
Plan, or 


(iit) subsection 53(1) of the Unemployment In- 
surance Act 


by the employer or, where the employer is a cor- 
poration, by each corporation associated with the 
corporation in a taxation year of the employer 
ending in the second calendar year following the 
particular year 

is divided by 
(b) the number of months in the particular year, 
not exceeding twelve, for which such amounts 
were required to be remitted by the employer 
and, where the employer is a corporation, by each 
corporation associated with it in a taxation year 
of the employer ending in the second calendar 
year following the particular year. 

History: Subparas 108(1.2)(a)(ii), (iii) amended by P.C. 1991- 


1643, s. 3,,September 5, 1991,°Canada Gazette, Part II, esauaas 
25, 1991, effective as of December 13,1988, 


Subsec. 108(1.2) added by P.C. 1987-2476, December.10, 1987, 
Canada Gazette, Part Il, December 23, 1987, applicable in respect 
of amounts deducted or withheld from payments made after 1987. 


(1.3) For the purposes of subsection (1.2), where a 
particular employer that is a corporation has ac- 
quired in a taxation year of the corporation ending in 
a particular calendar year all or substantially all of 
the property of another employer used by the other 
employer in a business 


(a) in a transaction in respect of which an election 
was made under subsection 85(1). or (2). of the 
Act, 


(b) by virtue of an amalgamation ruth the 
meaning assigned to that:term by section 87 of 
the Act, or 


(c) as the result of a ahhatne ab in respect of 
which subsection 88(1) of the Act is applicable, 


the other employer shall be deemed to be a corpora- 
tion associated with the particular employer in the 
taxation year and each taxation year ending at any 
time in the next two following calendar years. 
History: Subsec. 108(1.3) added by P.C. 1987-2476, December 10, 
1987, Canada Gazette, Part Il, December 23, 1987, applicable in 
respect of amounts deducted or withheld from payments made after 
1987. 


(2) Where an employer has ceased to carry on busi- 
ness, any amount deducted or withheld under sub- 
section 153(1) of the Act that has not been remitted 
to the Receiver General shall be paid within 7 days 
of the day when the employer ceased to carry on 
business. 


(3) Remittances made to the Receiver General under 
subsection 153(1) of the Act shall be accompanied 
by a return in prescribed form. 
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(4) Amounts deducted or withheld under subsection 
153(4) of the Act shall be remitted: to the Receiver 
General within 60 days after the.end of the taxation 
year subsequent to the 12-month gee referred to in 
that subsection. 


109. Elections to increase deductions — (1) 
Any election under subsection 153(1.2) of the Act 
shall be made by filing with the person making the 
payment or class of payments referred to therein (in 
this section referred to as the “payer”’) the form pre- 
scribed by the Minister for that purpose. 


(2) A taxpayer who has made an election in the man- 
ner prescribed by subsection (1) may require that the 
amount deducted or withheld pursuant to that elec- 
tion be varied by filing with the payer the form pre- 
scribed by the Minister for that purpose. 


(3) An election made in the manner prescribed by 
subsection (1) or a variation made pursuant to sub- 
section (2) need not be taken into account by the 
payer in respect of the first payment to be made to 


the taxpayer after the election or variation,. asthe 


case may be, unless the election or variation, as*the 
case may be, is made within such time, in advance of 
the payment, as may reasonably be required by the 


payer. 


110. Prescribed persons — (1). The following 
are prescribed persons for the purposes of subsection 
153(1). of the Act: 


(a) an ehiployer who is required, ink subsec- 
tion 153(1) of the Act and in accordance with 
paragraph 108(1.1)(b), to remit amounts Poop 
er withheld; and 


(b) a person or partnership who, acting on behalf 
of one or more employers, remits the following 
amounts in a particular calendar year and whose 
average monthly remittance, in respect of those 
amounts, for the second calendar year preceding 
the particular calendar year, is equal to or greater 
than $50,000, 


(i) amounts required to be remitted under sub- 
section 153(1) of the Act and a similar provi- 
sion of a law of a province that imposes. a tax 
on the income of individuals, where the prov- 
ince has entered into an. agreement. with the 
Minister of Finance for the collection of taxes 
payable to the province, in respect of pay- 
ments described in the definition “remunera- 
tion” in subsection 100(1), 


(ii) amounts required to be remitted under 
subsection 21(1) of the Canada Pension. Plan, 
and 


(ii1) amounts required to be remitted under 
subsection 53(1) of the Unemployment Insur- 
ance Act. 


(2) For the purposes of paragraph (1)(b), ‘the average 
monthly remittance made by a person or partnership 
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on behalf of all the employers for whom that person 
or partnership is acting, for the second calendar year 
preceding the particular calendar year, is the quotient 
obtained when the aggregate, for that preceding year, 
of all amounts referred to in subparagraphs (1)(b)(1) 
to (iii) remitted by the person or partnership on be- 
half of those employers is divided by the number of 
months, in that preceding year, for which the person 
or partnership remitted those amounts. 


History: S. 110 added by P.C. 1993-1947, December 2, 1993, Can- 
ada Gazene, Part II, December 15, 1993. 
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History: Part II was consolidated by the Consolidated Zegulations 
of Canada, chapter 945; proclaimed in force August .15, 1979, by 
P.C. 1979-1934, July 19,1979, Canada Gazette, Part II, August 8, 
1979; 


Information Circulars: 82-2R2: Social insurance number legisla- 
tion that relates to the preparation of information slips. 


200. Remuneration and benefits — (1) Every 
person who makes a payment described in subsec- 
tion 153(1) of the Act (other than an annuity pay- 
ment in respect of an interest in an annuity contract 
to which subsection 201(5) applies) shall make an 
information return in prescribed form in respect of 
such payment unless an information return in respect 
of such payment has been made under section 202 or 
214. | 


Related Provisions: Reg. 205 — Date return due. 


History: Subsec. 200(1) substituted by P.C. 1983-3586, s. 1, No- 
vember 17, 1983;.Canada. Gazette, Part Il, November 24, 1983. 


LT. Technical News: No. 11 (reporting of amounts ce out of an 


employee benefit plan). 


(2) Every person who makes a payment as or on ac- 
count of, or who. confers a benefit or allocates an 
amount that is, 


(a) a scholarship, fellowship or bursary, or a-prize 
for achievement in a field of endeavour ordinarily 
carried on by the recipient thereof (other than a 
prize prescribed by section 7700), © 


(b) a grant to enable the recipient thereof to SAB 
on research. or any similar work, 


(c) a training allowance paid under the Notionel 
Training Act, except to the extent that it was paid 
to the recipient thereof as or on account of an al- 
lowance. for his. personal or living expenses while 
he was.away. from: home, Thee 


(d) a benefit under regulations dinate under ‘an coe. 
propriation Act providing for a scheme of transi- 
tional assistance benefits to persons.employed in 
the. production of products to which. the Canada- 
United States Agreement on.Automotive..Prod- 
ucts, signed on January 16, 1965, applies, 


_(e).a benefit described in section 5502, 


(f) an amount payable to a taxpayer on a periodic 
basis in respect of the loss of all or any part of his 
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income from an office or employment, pursuant 
to 


(i) a sickness or accident insurance plan, 
(i1) a disability insurance plan, or 
(iii) an income maintenance insurance plan, 


to or under which his employer has made a 
contribution, 


(g) an amount or benefit the value of which is re- 
quired by paragraph 6(1)(a), (e) or (h) or subsec- 
tion 6(9) of the Act to be included in computing a 
taxpayer’s income from an office or employment, 
other than a payment referred to in subsection 
(1), 

(h) a benefit the amount of which is required by 
virtue of subsection 15(5) of the Act to be in- 
cluded in computing a shareholder’s income, or 


(i) a benefit deemed by subsection 15(9) of the 
Act to be a benefit conferred on a shareholder by 
a corporation, 


shall make an information return in prescribed form 
in respect of such payment or benefit except where 
subsection (3) or (4) applies with respect to the pay- 
ment or benefit. 


Related Provisions: Reg. 205 — Date return due. 


History: Para. 200(2)(e) amended by P.C. 1995-1023, s. 2, June 23, 
1995, Canada Gazette, Part II, July 12, 1995, applicable to benefits 
paid after October 1991. 

Para. 200(2)(a) amended by P.C. 1989-1923, s. 1, September 28, 
1989, Canada Gazette, Part II, October 11, 1989, applicable to 1983 
et seq. 

Paras. 200(2)(c), (e), (g) and (h) and all that portion of subsec. 
200(2) following para. (i) substituted by P.C. 1983-3585, subsecs. 
1(1) to.(4), November 17, 1983, Canada Gazette, Part II, November 
24, 1983. 

All that portion of subsec. 200(2) preceding para. (a) and para. 
200(2)(g) substituted by P.C. 1981-3209, s. 1, November 12, 1981, 
Canada Gazette, Part Il, November 25, 1981, effective with respect 
to amounts allocated in respect of 1980 et seq. 

All those portions of subsec. 200(2) preceding para. (a) and follow- 
ing para. (i) substituted, and para. (i) added by P.C. 1979-3327, s. 1, 
December 6, 1979, Canada Gazette, Part II, December 26, 1979, 
effective in respect of 1979 et seq. 

Para. 200(2)(g) substituted by P.C. 1978-3629, s. 1, November 30, 
1978, Canada Gazette, Part II, December 13, 1978, applicable to 
1979 et seq. 

Interpretation Bulletins: IT-75R3: Scholarships, fellowships, 
bursaries, prizes, and research grants; IT-421R2: Benefits to indi- 
viduals, corporations and shareholders from loans or debt. 

1.T. Technical News: No. 11 (reporting of amounts paid out of an 
employee benefit plan). 


(3) Where a benefit is included in computing a tax- 
payer’s income from an office or employment pursu- 
ant to paragraph 6(1)(a) or (e) of the Act in respect 
of an automobile made available to the taxpayer or 
to a person related to the taxpayer by a person re- 
lated to the taxpayer’s employer, the employer shall 
make an information return in prescribed form in re- 
spect of the benefit. 


Related Provisions: Reg. 205 — Date return due. 
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History: Subsec. 200(3) added by P.C. 1983-3585, subsec. 1(5), 
November 17, 1983, Canada Gazette, Part Il, November 24, 1983. 


(4) Where a benefit is included in computing the in- 
come of a shareholder of a corporation by virtue of 
subsection 15(5) of the Act in respect of an automo- 
bile made available to the shareholder or to a person 
related to the shareholder by a person related to the 
corporation, the corporation shall make an informa- 
tion return in prescribed form in respect of the 
benefit. | 

Related Provisions: Reg. 205 — Date return due. 

History: Subsec. 200(4) added by P.C. 1983-3585, subsec. 1(5), 
November 17, 1983, Canada Gazette, Part II, November 24, 1983. 


Forms [Reg. 200]: 14: Segment; T4 Summ: Summary of remu- 
neration paid; T4 Supp: Statement of remuneration paid; T4A 
Summ: Summary of remuneration paid (pension, retirement, annu- 
ity, and other income); T4A Supp: Statement of pension, retirement, 
annuity and other income; T4A-NR Summ: Summary of fees (etc.) 
paid to non-residents for services rendered in Canada; T4A-NR 
Supp: Statement of fees, etc., paid to non-residents of Canada to 
which s. 105(1) of the Regulations applies; T4A-RCA Summ: Re- 
turn for an RCA; T4A-RCA Supp: Statement of amounts paid out, 
under or in conjunction with an RCA; T475: Magnetic media filing 
transmittal — service. bureau customer; T695: T4A/T4A-NR data 
tape transmittal; T709: Magnetic media filing program — filing tips 
for service bureau customers; T730: Preparation of T4-T4A summa- 
ries and supplementaries; T737-RCA Summ: Return of contribu- 
tions paid to a custodian of an RCA; T737-RCA Supp: Statement of 
contributions paid to a custodian of an RCA; T5021: T5 filing 
transmittal. 


201. Investment income — (1) Every person who 
makes a payment to a resident of Canada as or on 
account of 
(a) a dividend or an amount deemed by the Act to 
be a dividend (other than a dividend deemed to 
have been paid to a person under any of subsec- 
tions 84(1) to (4) of the Act where, pursuant to 
subsection 84(8) of the Act, those subsections do 
not apply to deem the dividend to have been re- 
ceived by the person), ; 
(b) interest (other than the portion of the interest 
to which any of subsections (4) to (4.2) applies) 


(i) on a fully registered bond or debenture, 
(ii) in respect of 
~ (A) money on loan to, 
(B) money on deposit with, or 
(C) property of any kind deposited or 
placed with, 


a corporation, association, organization or 
institution, 
(iii) in respect of an account with an invest- 
ment dealer or broker, 
(iv) paid by an insurer in connection with an 
insurance policy or an annuity contract, or 
(v) on an amount owing in respect of compen- 
sation for property expropriated, 
(c) a royalty payment in respect of the use of a 
work or invention or a right to take natural re- 
sources, 
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(d) a payment referred to in subsection 16(1) of 
the Act that can reasonably be regarded as being 
in part a payment of interest or other payment of 
an income nature and in part a payment of a capi- 
tal nature, where the payment is made by a corpo- 
ration, association, organization or institution, 


(e) an amount paid from a person’s NISA Fund 
No. 2, or 


(f) an amount that is required by subsection 
148. 1(3) of the Act to be added in computing a 
person’s income for a taxation year 


shall make an information return in prescribed form 
in respect of the portion of such payment for which 
an information return has not previously been made 
under this section. 


Related Provisions: Reg. 205 — Date return due. 


History: The opening words, of para. 201(1)(b) amended by P.C. 
1996-1419, subsec. 1(1), September 11, 1996, Canada Gazette, Part 


II, October 2, 1996, applicable to debt obligations issued after Octo- ° 


ber 16, 1991. 


Para. 201(1)(f) added by P.C. 1996-765, s. 1, May 28, 1996, Can- 
ada Gazette, Part II, June 12, 1996, applicable to payments made 
after 1995. 


Para. 201(1)(e) added by P.C. 1993-1939, s. 1, December 2, 1993, 
Canada Gazette, Part II, December 15, 1993, applicable after 1993 
in respect of amounts paid after 1992. 


All that portion of para. 201(1)(b) preceding subparagraph (iy'a and 
all that portion of subsec. 201(1) following para. (d) substituted by 
P.C. 1983-3586, subsecs. 2(1) and (2), November 17, 1983, Canada 
Gazette, Part II, November 24, 1983. 

Para. 201(1)(a) substituted by P.C. 1983-3585, s. 2, November 17, 
1983, Canada Gazette, Part II, November 24, 1983. 


Subpara. 201(1)(b)(v) added by P.C. 1979-3327, s. 2, December 6, 
1979, Canada Gazette, Part II, December 26, 1979, effective in re- 
spect of 1980 et seq. 


Forms: T1 Sched. 4: Statement of investment income; T3 Sched. 
8: Statement of investment income and calculation of gross-up 
amount of dividends retained by trust; T4A Supp: Statement of pen- 
sion, retirement, annuity and other income; T5 Segment; TS Summ: 
Return of investment income; TS Supp: Statement of investment in- 
come; T619: Magnetic media transmittal. 


(2) Every person who receives as nominee or agent 
for a person resident in Canada a payment to which 
subsection (1) applies shall make an information re- 
turn in prescribed form in respect of such payment. 


Related Provisions: Reg. 205 — Date return due. 


History: Subsec. 201(2) substituted by. P.C.. 1983-3586, subsec. 
2(3), Canada Gazette, Part II, November 24, 1983. 


Forms: T5 Supp: Statement of investment income;. 


.T. Technical News: No. 11 (U.S. spin-offs (divestitures) — 
dividends in kind). 


(3) Where a person negotiates a bearer coupon, war- 
rant or cheque representing interest or dividends re- 
ferred to in subsection 234(1) of the Act for another 
person resident in Canada and the name of the bene- 
ficial owner of the interest or dividends is not dis- 
closed on an ownership certificate completed pursu- 
ant to that subsection, the person negotiating the 
coupon, warrant or cheque, as the case may be, shall 
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make an information return in prescribed form in re- 
spect of the payment received. 


Related. Provisions: Reg. 205 — Date return due. 


(4) A person or partnership that is indebted in a cal- 
endar year under a debt obligation in respect of 
which subsection 12(4) of the Act and paragraph 
(1)(b) apply with respect to a taxpayer shall make an 
information return in prescribed form in respect of 
the amount that would, if the year were a taxation 
year of the taxpayer, be included as interest in re- 
spect of the debt obligation in computing the tax- 
payer’s income for the year. 


Related Provisions: Reg. 205 — Date return due. 


History: Subsec. 201(4) amended by P.C. 1996-1419, subsec. 1(2), 
September 11, 1996, Canada Gazette, Part Il, October 2, 1996, ap- 
plicable to debt obligations issued after October 16, 1991. 


Subsec. 201(4) substituted by P.C. 1991-172, s. 1, January 31, 1991, 
Canada Gazette, Part II, February 13, 1991, appiicable with respect 
to investment contracts acquired or materially altered after 1989. 


Subsec. 201(4) substituted by PC. 1986-842, s. 1, April 10, 1986, 
Canada Gazette, Part II, April 30, 1986, applicable to 1985 et seq. 


Subsec. 201(4) added by P.C. 1983-3586, subsec. 2(4), November 
17, 1983, Canada Gazette, Part Il, November 24, 1983. 


(4.1) A person or partnership that is indebted in a 
calendar year under an indexed debt obligation in re- 
spect of which paragraph (1)(b) applies shall, for 
each taxpayer who holds an interest in the debt obli- 
gation at any time in the year, make an information 
return in prescribed form in respect of the amount 
that would, if the year were a taxation year. of the 
taxpayer, be included as interest in respect of the 
debt obligation in computing the taxpayer’s income 
for the year. 

History: Subsec. 201(4.1) added by P.C..1996-1419, subsec: 1(2), 


September 11, 1996, Canada Gazette, Part Il, October 2, 1996, ap- 
plicable to debt obligations issued after October 16, 1991. 


(4.2) Where, at any time in a calendar year, a person 
or partnership holds, as nominee or agent for a tax- 
payer resident in Canada, an interest in a debt obliga- 
tion referred to in paragraph (1)(b) that is 


(a) an obligation in respect of which subsection 
12(4) of the Act applies with respect to the tax- 
payer, or 


(b) an indexed debt obligation, 


that person or partnership shall make aninformation 
return in prescribed form in respect of the amount 
that would, if the year were a taxation year of the 
taxpayer, be included as interest in respect of the 
debt obligation in computing the taxpayer’s income 
for the year. 

History: Subsec. 201(4.2) added by P.C. 1996-1419, subsec. 1(2), 


September. 11, 1996, Canada Gazette, Part II, October 2, 1996, ap- 
plicable to debt obligations issued after October 16, 1991. 


(5) Every insurer (within the meaning assigned by 
paragraph 148(10)(a) of the Act) who is a party to a 
life insurance policy (within the meaning’ assigned 
by paragraph 138(12)(f) [138(12) “life insurance pol- 
icy” of the Act) in respect of which an-amount is’ to 
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be included in computing a taxpayer’s income pursu- 
ant to subsection 12.2(1), (3) or (5) or paragraph 
56(1)(d.1) of the Act shall make an information re- 
turn in prescribed form in respect of that amount. 


Related Provisions: Reg. 205 — Date return due. 


History: Subsec. 201(5) substituted by P.C. 1991-172, s. 1, January 
31, 1991, Canada Gazette, Part Il, February 13, 1991, applicable 
with respect to life insurance policies acquired or materially altered 
after 1989. 


Subsec. 201(5) added by P.C. 1983-3586, subsec. 2(4), Novernber 
17, 1983, Canada Gazette, Part II, November 24, 1983. 


(6) Every person who makes a payment to, or acts as 
a nominee or agent for, an individual resident in 
Canada in respect of the disposition or redemption of 
a debt obligation in bearer form shall make an infor- 
mation return in prescribed form in respect of the 
transaction indicating the proceeds of disposition or 
the redemption amount and such other information 
as may be required by the prescribed form. 

Related Provisions: Reg. 205 — Date return due. 

Forms: T-BD(1) Supp: Statement of disposition — debt obligation 
in bearer form (single transaction); T-BD(2) Supp: Statement of dis- 
position — debt obligations in bearer form (multiple transactions); 
T-BD(3) Summ and T-BD(4) Int Summ: Return of investment in- 
come debt obligations; T5008 and T5008S Segment; T5008 Summ: 
Return of securities transactions; T5008 and T5008S Supp: State- 
ment of securities transactions. 


(7) For the purposes of subsection (6), “debt obliga- 
tion in. bearer form”. means any debt. obligation in 
bearer form other than 


(a) a debt obligation that is redeemed for the 
amount for which the debt obligation was issued; 


(b) a debt obligation described in paragraph 
7000(1)(b); and 

(c) a coupon, warrant or cheque referred to in 
subsection 207(1). 


History: Subsecs. 201(6) and (7) added by P.C. 1988-2452, Octo- 
ber 31, 1988, Canada Gazette, Part II, November 9, 1988, applica- 
ble after 1988. 


202. Payments to non-residents — (1) Every 
person resident in Canada who pays or-credits, or is 
deemed by Part I or Part XIII of the Act to pay or 
credit, to a non-resident person an amount as, on ac- 
count or in lieu of payment of, or in satisfaction of, 


(a) a management or administration fee or charge, 
(b) interest, 
(c) income of or from an estate or trust, 


(d) rent, royalty or a similar payment referred. to 
in paragraph 212(1)(d) of the Act, including any 
payment described in any of subparagraphs 
212(1)(d)(@) to (vit) of the Act, 


(e) a timber royalty as described in paragraph 
212(1)(e) of the Act, 

(f) alimony or other payment referred to in para- 
graph 212(1)(f) of the Act, 


(g) a dividend, including a patronage dividend as 
described in paragraph 212(1)(g) of the Act, or 
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(h) a payment for a right in or to the use of 
(i) a motion picture film, or 


(ii) a film or video tape for use in connection 
with television, 


shall, in addition to any other return required by the 
Act or these Regulations, make an information return 
in prescribed form in respect of such amount. 


Related Provisions: Reg. 202(7), (8) — Date return due. 


History: Para. 202(1)(i) revoked by P.C., 1988-390, s. 1, March 3, 
1988, Canada Gazette, Part II, March 16, 1988, applicable with re- 
spect to dividends paid after May 23, 1985, other than dividends 
declared on or before that date. 


Para. 202(1)(i) added by P.C. 1980-1366, s. 3, May 22, 1980, Can- 
ada Gazette, Part Il, June 11, 1980, ‘effective November 17, 1978. 


Forms: NR2-UK, NR2A-UK: Statement of amounts paid to non- 
residents of Canada; NR4 Supp: Statement of amounts paid or 
credited to non-residents of Canada; NR4 Summ: Return of 
amounts paid or credited to non-residents of Canada; NR4-OAS: 
Statement of OAS pension paid or credited to non-residents of Can- 
ada; NR14: Formal demand for non-resident tax information return. 


(2) Every person resident in Canada who pays or 
credits, or is deemed by Part I or Part XIII of the Act 
to pay or credit, to a non-resident person an amount 
as, on account or in lieu of payment of, or in satis- 
faction of, 


(a) a payment of a superannuation or pension 
benefit, 


(b). a payment of any allowance or benefit de- 
scribed in any of subparagraphs 56(1)(a)(ii) to 
(vi) of the Act, . 


(c) a payment by a trustee under a registered sup- 
plementary unemployment benefit plan, 


(d) a payment out of or under a registered retire- 
ment savings plan or a plan referred to in subsec- 
tion 146(12) of the Act as an amended plan, 


(e) a payment under a deferred profit sharing plan 
or a plan referred to.in subsection 147(15) of the 
Act as a revoked plan, 


(f) a payment under an income-averaging annuity 
contract, any proceeds of the surrender, cancella- 
tion, redemption, sale or other disposition of an 
income-averaging annuity contract, or any 
amount deemed by subsection 61.1(1) of the Act 
to have been received by the non-resident person 
as proceeds of the disposition of an income-aver- 
aging annuity contract, 


(g) an annuity payment not described in any other 
paragraph of this subsection or subsection (1), 


(h) a payment or a portion thereof, to which para- 
graph 212(1)(p) of the Act applies, out of or 
under a fund, plan, or trust that was on December 
31, 1985 a registered home ownership savings 
plan (within the meaning assigned by paragraph 
146.2(1)(h) of the Act as it read in its application 
to the 1985 taxation year), 


(i) a payment out of or under a registered retire- 
ment income fund, 
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(j) a payment described in paragraph 212(1)(r) of 
the Act in respect of a registered education sav- 
ings plan, 

(k) a grant under a program prescribed for the 
purposes of paragraph 212(1)(s) of the Act, or 


(1) a payment described in paragraph 212(1)q) of 
the Act in respect of a retirement compensation 
arrangement, 


shall, in addition to any other return required by the 
Act or these Regulations, make an information return 
in prescribed form in respect of such amount. 


Related Provisions: Reg. 202(7), (8) — Date return due. 


History: Para. 202(2)(1) added by P.C. 1988-1476, July 21, 1988, 
Canada Gazette, Part Il, August 3, 1988, applicable with respect to 
amounts paid or credited after March 27, 1987. 

Para. 202(2)(h) substituted by P.C. 1986-1103, s. 1, May 8, 1986, 
Canada Gazette, Part Il, May 28, 1986, applicable to amounts paid 
after 1985. 


Paras. 202(2)(b) and (h) substituted by P.C. 1983-3585, s. 3, No- 
vember 17, 1983, Canada Gazette, Part Il, November 24, 1983. 


Para. 202(2)(k) added by P.C. 1981-3209, s. 2, November 12, 1981, 
Canada Gazette, Part Il, November 25, 1981, effective in respect of 
grants paid or credited after 1980. 

Para. 202(2)(b) amended, para. 202(2)(j) added by P.C. 1980-1366, 
s. 4, May 22, 1980, Canada Gazette, Part II, June 11, 1980, effec- 
tive March 1, 1979. 

Para. 202(2)(i) added by P.C. 1979-1725, June 21, 1979, Canada 


Gazette, Part II, July 11, 1979, effective for the period commencing 
June 30, 1978. 


Forms: NR4 Supp: Statement of amounts paid or credited to non- 
residents of Canada; NR4 Summ: Return of amounts paid or 
credited to non-residents of Canada; NR4A-RCA: Statement of 
amounts paid to non-residents of Canada to which para. 212(1)(j) 
applies; NR14: Formal demand for non-resident tax information 
return. 


(2.1) Every person resident in Canada who pays an 
amount to a non-resident person from a NISA Fund 
No. 2 shall, in addition to any other return required 
by the Act or these Regulations, make an informa- 
tion return in prescribed form in respect of the 
amount. 


Related Provisions: Reg. 202(7), (8) — Date return due. 


History: Subsec. 202(2.1) added by P.C. 1993-1939, subsec. 2(1), 
December 2, 1993, Canada Gazette, Part Il, December 15, 1993, 
applicable after 1993 in respect of amounts paid after 1992. 


(3) Every person who is paid or credited with an 
amount referred to in subsection (1), (2) or (2.1) for 
or on behalf of a non-resident person shall make an 
information return in prescribed form in respect of 
the amount. 

Related Provisions: Reg. 202(7), (8) — Date return due. 


History: Subsec. 202(3) amended by P.C. 1993-1939, subsec. 2(2), 
December 2, 1993, Canada Gazette, Part II, December 15, 1993, 
applicable after 1993 in respect of amounts paid after 1992. 


(4) A non-resident person who is deemed, under sub- 
section 212(13) of the Act, to be a person resident in 
Canada for the purposes of section 212 of the Act 
shall be deemed, in the same circumstances, to be a 
person resident in Canada for the purposes of sub- 
sections (1) and (2). 
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(5) A partnership that is deemed, under paragraph 
212(13.1)(a) of the Act, to be a person resident in 
Canada for the purposes of Part XIII of the Act shall 
be deemed, in the same circumstances, to be a per- 
son resident in Canada for the purposes of subsec- 
tions (1) and (2). 


(6) A non-resident person who is deemed, under sub- 
section 212(13.2) of the Act, to be a person resident 
in Canada for the purposes of Part XIII of the Act 
shall be deemed, in the same circumstances, to be a 
person resident in Canada for the purposes of sub- 
sections (1) and (2). 


(7) Subject to subsection (8), an information return 
required under this section shall be filed on or before 
March 31 and shall be in respect of the preceding 
calendar year. 


(8) Where an amount referred to in subsection (1) or 
(2) is income of or from an estate or trust, the infor- 
mation return required under this section in respect 
thereof shall be filed within 90 days from the end of 
the taxation year of the estate or trust in which the 
amount was paid or credited and shall be in respect 
of that taxation year. 

Forms [Reg. 202]: NR4 Supp: Statement of amounts paid or | 


credited to non-residents of Canada; NR4 Summ: Return of 
amounts paid or credited to non-residents of Canada. 


203. Certain income in respect of non-re- 
sidents — (1) Every person in Canada who, as a 
nominee, agent, or custodian receives income de- 
rived from a source within the United States on be- 
half of a person whose address is outside. Canada 
shall make an information return in prescribed form 
in respect of such income. 


Forms: NR1: Return of income received from sources within the 
United States on behalf of non-residents of Canada. 


(2) The return required under this section shall be 
filed on or before March 15, and shall be in respect 
of the preceding calendar year. 


204. Estates and trusts — (1) Every person hav- 
ing the control of, or receiving income, gains or 
profits in a fiduciary capacity, or in a capacity analo- 
gous to a fiduciary capacity, shall make a return in 
prescribed form in respect thereof. 


Related Provisions: ITA 150(1)(c) — Trust tax return. 


Information Circulars: 78-14R2: Guidelines for trust companies, 
etc. 


Forms: T3: Trust income tax and information return; T3 Summ: 
Summary of trust income allocations and designations; T3 Supp: 
Statement of trust income allocations; also in certain cases, T3ATH- 
IND: Amateur athlete trust income tax return; T3D: Deferred profit 
sharing plan or revoked plan information return and income tax re- 
turn; T3E-G: Registered education savings plan (group) information 
return; T3F: Mutual fund, pooled fund and investment corporation 
information return; T3P: Employee’s pension plan information and 
income tax return; T3R-Ind: Registered retirement savings plan in- 
dividual information return and income tax return; T3R-G: Regis- 
tered retirement savings plan group information return; T3RIF-G: 
Registered retirement income. fund group information return; 
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T3RIF-Ind: Registered retirement income fund individual informa- 
tion return and income tax return; T3S: Supplementary unemploy- 
ment benefit plan information and income tax return. 


(2) The return: required under this section shall be 
filed within 90 days from the end of the taxation year 
and shall be in respect of the taxation year. 


(3) Subsection (1) does not require a trust to make a 
return for a taxation year at the end of which it is 


(a) governed by a deferred profit sharing plan or 
by a plan referred to in subsection 147(15) of the 
Act as a revoked plan; 


(b) governed by an employees profit sharing 
plan; or 


(c) a registered charity. 
(d) governed by an eligible funeral arrangement. 


Related Provisions: ITA 148.1 — Eligible funeral arrangements; 
ITA 149.1(14) — Charity information return; Reg..201(1)(f) — Eli- 
gible funeral arrangement information return; Reg. 212 — EPSP in- 
formation return. 


History: The opening words of subsec. 204(3) amended; and para. 
204(3)(d), added, by P.C. 1996-765, s. 2, May 28, 1996, Canada 
Gazette, Part II, June 12, 1996, applicable to 1993 et seq. 


205. Date returns to be filed — (1) All returns 
required under this Part shall be filed with the Minis- 
ter without notice or demand. and, unless otherwise 
specifically provided, on or before the last day of 
February in each year and shall be in bbe of the 
preceding calendar year. 


Related Provisions: Reg. 202(7), (8), 203(2), 204(2), 205(2) — 
Exceptions. 


(2) Where a person who is required to make a return 
under this Part discontinues his business or activity, 
the return shall be filed within 30 days of the day of 
the discontinuance of the business or activity and 
shall be in respect of any calendar year or a portion 
thereof prior to the discontinuance of the business or 
activity for which a return has not previously been 
filed. 


206. Legal representatives and others — (1) 
Where a person, who is required to make a return 
under-this Part, has died, such return shall be filed by 
his legal representative within 90 days of the date of 
death and shall be in respect of any calendar year or 
a portion thereof prior to the date of death for which 
a return has not previously been filed. 


(2) Every trustee, in bankruptcy, assignee, liquidator, 
curator, receiver, trustee or committee and every 


agent or other person administering, managing, » 


winding-up, controlling or otherwise dealing with 
the property, business, estate or income of a person 
who has not filed a return as required by this Part 
shall file such return. 


207. Ownership certificates — (1) An ownership 
certificate completed pursuant to section 234 of the 
Act shall be delivered to the debtor or encashing 
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agent at the time the coupon, warrant or cheque re- 
ferred to in that section is negotiated. 


(2) The debtor or encashing agent to whom an own- 
ership certificate has been delivered pursuant to sub- 
section (1) shall forward it to the Minister on or 
before the 15th day of the month following the 
month the coupon, warrant or cheque, as the case 
may be, was negotiated. 


(3) The operation of section 234 of the Act is ex- 
tended to a bearer coupon: or warrant negotiated. by 
or on behalf ofa non-resident person who is subject 
to tax under Part XIILof the Act in respect of such a 
coupon or warrant. 

Forms: T600, T600B: Ownership certificate; NR601; Non-resident 


ownership certificate — withholding tax; NR602: Non-resident 
ownership certificate — no withholding tax. 


208. Dispositions of. income-averaging 
annuity contracts — Every person who carries on 
a business referred to in paragraph 61(4)(b) 
[61(4)“income-averaging annuity contract’’] of the 
Act shall make an information return in prescribed 
form in respect of , 


(a) any amount paid by that person to a Pesldaat 
of Canada as, on account or in lieu of payment of, 
or in satisfaction of, proceeds of the surrender, 
cancellation, redemption, sale or other disposition 
of an income-averaging annuity contract; or 


(b) any amount deemed by subsection 61.1(1) of 
the Act to have been received by an individual 
resident in Canada as proceeds of the disposition 
of an income-averaging annuity contract that was 
made with that person. . 


Related Provisions: Reg. 205 — Date return due. 


History: All that portion of s. 208 preceding para. (a) substituted 
by P.C. 1983-3585, s..4, November 17, 1983, Canada Gazette, Part 
II, November 24, 1983, effective from November 13,:1981. 


Forms: T4A: Statement of pension, retirement, annuity and other 
income. 


209. Distribution of taxpayers’ portions of re- 
turns — (1) Every person who is required by sec- 
tion 200, 201,°202, 204,208) 212;:°214):215,.217, 
DOU D IS ere Oe, DORN 220M) B() B23 e938 er HE 234 
to make an information return shall:forward to each 
taxpayer to whom the return relates two copies of the 
portion of the return that relates to that taxpayer. 
History: Subsec. 209(1) amended by P.C. 1993-1939, s. 3, Decem- 
ber 2, 1993, Canada Gazette, Part 11, December 15, 1993, applica- 
ble after 1993 in respect of amounts paid after 1992. 


Subsec. 209(1) amended by P.C. 1992-1567, s. 1, July 16, 1992, 
Canada Gazette, Part 11, August 12, 1992, applicable to'1991 ef seq. 


Subsec. 209(1) amended by P.C. 1989-2156, s. 1, October 26, 1989, 
Canada Gazette, Part Il, November 8, 1989. 


Subsec. 209(1) substituted by P.C. 1987-1681, s. 1, August 14, 
1987, Canada Gazette, Part Il, September 2, 1987, effective after 
December 18, 1986. 

Subsec. 209(1) substituted by P.C. 1985-374, s. 1, February 7, 1985, 
Canada Gazette, Part II, February 20, 1985. 
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(2) The copies referred to in subsection (1) shall be 
sent to the taxpayer at his last known address or de- 
livered to him in person, on or before the date the 
return is required to be filed with the Minister. — 


210. Tax deduction information — Every person 
who makes or has at any time made a payment de- 
scribed in section 153 of the Act and every person 
who pays or credits or has at any time paid or 
credited, or is deemed by Part I or Part XIII of the 
Act to pay or credit or to have at any time paid or 
credited, an amount described in Part XIII of the Act 
shall, on demand by registered letter from the Minis- 
ter make an information return in prescribed form 
containing the information required therein and shall 
file the return with the Minister within such reasona- 
ble time as may be stipulated in the registered letter. 


Forms: T4-T4A: Summary of remuneration paid; T730: Prepara- 
tion of T4-T4A summaries and supplementaries. 


211. Accrued bond interest — (1) Every finan- 
cial company making a payment’in respect of ac- 
crued interest by virtue of redemption, assignment or 
other transfer of a bond, debenture or similar secur- 
ity (other than an income bond, an income debenture 
or an investment contract in respect of which subsec- 
tion 201(4) applies), shall make an information re- 
turn in prescribed form. 

History: Subsec. 211(1) substituted by P.C. 1991-172, s. 2, January 
31, 1991, Canada Gazette, Part II, February 13, 1991, applicable 


with respect to investment contracts acquired or materially altered 
after 1989. 


(2) The return referred to in subsection (1) shall be 
forwarded to the Minister on or before the 15th day 
of the month following the month in which the pay- 
ment referred to in subsection (1) is made. 


(3) For the purposes of this section, a financial com- 
pany includes a bank, an investment dealer, a stock- 
broker, a trust company and an insurance company. 


(4) The provisions of subsection (1) do not apply to a 
payment made by one financial company -to another 
financial company. 


Forms: T600 or T600B: Ownership certificate. 


212. Employees profit sharing plans — (1) 
Every trustee of an employees profit sharing plan 
shall make an information return in prescribed form. 


(2) Notwithstanding subsection (1), the return re- 
quired under this section may be filed by the em- 
ployer instead of by the trustee. 


Related Provisions: Reg. 205 — Date return due. 


Forms: T4PS Segment; T4PS Summ: Return. of allocations and 
payments under employees profit sharing plan; T4PS Supp: State- 
ment of employees’ profit sharing plan allocations and payments. 


213. Electric, gas or steam corporations — (1) 
Every corporation engaged in the distribution or gen- 
eration of electrical energy, gas or steam shall make 


Income Tax Regulations 


an information return in prescribed form in respect 
of each taxation year of the corporation. 


(2) The return required under this section shall be 
filed within 6 months from the end of the taxation 
year in respect of which the return is made. 


Forms: 12025: Return of information — Electric, gas or steam 
corporations. 


214. Registered retirement savings plans — 
(1) Every person. who pays. an amount that is re- 
quired by subsection 146(8) of the Act to be in- 
cluded in computing the income of a taxpayer for a 
taxation year shall make an information return in 
prescribed form. 


(2) Where, in a taxation year, subsection 146(6), (7), 
(9), or (10) of the Act is applicable in respect of a 
trust governed by a registered retirement savings 
plan, the trustee of such a plan shall make an infor- 
mation return in prescribed form. 


(3) Where, in respect of an amended plan referred to 
in subsection 146(12) of the Act, an amount is re- 
quired to be included in computing the income of a 
taxpayer for a taxation year, the issuer of the plan . 
shall make an information return in prescribed form. 


History: Subsec. 214(3) substituted by P.C. 1983-3835, s. 5, No- 


vember 17, 1983, Canada Gazette, Part II, November 24, 1983. 


(4) Where subsection 146(8.8) of the Act deems an 
amount to be received by an annuitant as a benefit 
out of or under a registered retirement savings plan 
and such amount is required by subsection 146(8) of 
the Act to be included in computing the income of 
that annuitant for a taxation year, the issuer of the 
plan shall make an information return in prescribed 
form. / 


History: Subsec. 214(4) substituted by P.C. 1983-3585, s. 5, No- 


vember 17, 1983, Canada Gazette, Part Il, November 24, 1983. 


Subsec. 214(4) added by P.C. 1980-1735, s. 3, June 26, 1980, Can- 
ada Gazette, Part II, July 9, 1980, effective June 30, 1978. 


Forms: T4RSP Segment; T4RSP Summ: Return of registered re- 
tirement savings plan income; T4RSP Supp: Statement of registered 
retirement savings plan income. 4 


(5) Where in a taxation year a transfer or payment of 
funds is made from a registered retirement savings 
plan under which the taxpayer is the annuitant to an- 
other registered retirement savings plan under which 
the taxpayer’s spouse or former spouse or.an individ- 
ual who is party to a void or voidable marriage is the 
annuitant and subsection 146(16) of the Act applies 
in respect of the payment or transfer, the issuer of 
each such plan and each annuitant shall jointly make 
an information return in prescribed form. 

History: Subsec. 214(5) substituted by P.C. 1991-2540, s.3, De- 


cember 16, 1991, Canada Gazette, Part Il, January 15, 1992, appli- 
cable in respect of transfers and payments made after 1987. 


Subsec. 214(5) added by P.C. 1983-3585, s. 5, November 17, 1983, 
Canada Gazette, Part Il, November 24, 1983, ‘applicable-with re- 
spect to transfers and payments made on and after November 24, 
1983. 
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(6) The return referred to in.subsection (5) in respect 
of a particular payment or transfer described therein 
shall, within 30 days of the payment or transfer, be 
filed by the issuer of the registered retirement sav- 
ings plan from which the payment er transfer was 
made. 


History: Subsec. 214(6) added by P.C. 1983-3585, s. 5, November 
17, 1983, Canada Gazette, Part Il, November 24, 1983. 


(7) In this section, 


“annuitant” has the meaning assigned by paragraph 
146(1)(a) [146(1)“annuitant’’] of the Act; 


“fssuer” has the meaning assigned by paragraph 
146(1)(c.1) [146(1)“issuer’] of the Act; 


“spouse” has the meaning assigned by subsection 
146(1.1) of the Act. 
History: Subsec. 214(7) substituted by P.C. 1991-2540, s. 3, De- 


cember 16, 1991, Canada Gazette, Part Il, January 15, 1992, appli- 
cable in respect of transfers and payments made after 1987. 


Subsec. 214(7) added by P.C. 1983-3585, s. 5, November 17, 1983, 
Canada Gazette, Part II], November 24, 1983. 


215. Registered retirement income funds — 
(1) In this section, 


“annuitant” has the meaning assigned by paragraph 
146.3(1)(a) [146.3(1)“annuitant’’] of the Act; 


“carrier” has the meaning assigned by paragraph 
146.3(1)(b) [146.3(1)“carrier’’] of the Act. 


(2) Every carrier of a registered retirement income 
fund who pays out of or under it an amount any por- 
tion of which is required under subsection 146.3(5) 
of the Act to be included in computing the income of 
a taxpayer shall make an information return in pre- 
scribed form in respect of the amount. 


(3) Where subsection 146.3(4), (7), (8) or (10) of the 
Act applies in respect of any transaction or event 
with respect to property of a registered retirement in- 
come fund, the carrier of the fund shall make an in- 
formation return in ced form in respect of the 
transaction or event. 


(4) Where an amount is deemed under subsection 
146.3(6) or (12) of the Act to be received by an an- 
nuitant out of or under a registered retirement in- 
come fund, the carrier of the fund shall make an in- 
formation return in prescribed form in respect of the 
amount. 

Related Provisions: Reg. 205 — Date return due. 

History [Reg. 215]: S. 215 added by P.C. 1984-3917, December 
6, 1984, Canada Gazette, Part Il, December 26, 1984. 

Former s. 215 repealed by P.C. 1984-3789, s. 1, November 29, 
1984, Canada Gazette, Part Il, December 12, 1984. 


Forms [Reg. 215]: T4RIF Summ: Return of income out of a 
registered retirement income fund; T4RIF Supp: Statement of in- 
come out of a registered retirement income fund. 


216. Registered Canadian amateur athletic 
associations — (1) Every registered Canadian 


Reg. 
S. 218 


amateur athletic association shall make an informa- 
tion return in prescribed form for each fiscal period 
of the association within six months after the end of 
the fiscal period, 

History: Subsec. 216(1) subchiniel by P.C. 1986-2590, s. 2, No- 


vember 20, 1986, Canada Gazette, Part Il, December. 10, 1986, ap- 
plicable to 1984 et seq. 


(2) For the purposes of this section, “fiscal period” 
means the period for which the accounts of the regis- 
tered Canadian amateur athletic association have 
been ordinarily made up and, in the absence of an 
established practice, the fiscal period is that adopted 
by the association but no such fiscal period shall ex- 
ceed 12 months. 


Forms [Reg. 216]: T2052: Registered charities and registered 
Canadian amateur athletic associations — Return of information. 


217. Disposition of interest in annuities and 
life insurance policies — (1) In this section, 


“disposition” has the meaning assigned by para- 
graph 148(9)(c) [148(9)“disposition’’] of the Act and 
includes anything deemed to be a disposition of a 
life insurance policy under subsection 148(2) of the 
Act; 


“insurer” has’ the meaning assigned by paragraph 
148(10)(a) of the Act; 


“life insurance policy” has the meaning assigned by 
paragraph 138(12)(f) [138(12)“‘life insurance pol- 
icy’’] of the Act. 


(2) Where by reason of a disposition of an interest in 
a life insurance policy an amount is required, pursu- 
ant to paragraph 56(1)(j) of the Act, to be included in 
computing the income of a taxpayer and the insurer 
that is the issuer of the policy is a party to, or is noti- 
fied in writing of, the disposition, the insurer shall 
make an information return in prescribed form in re- 
spect of the amount. 

Related Provisions: Reg. 205 — Date return due. 

History: S. 217 and the heading preceding it substituted by P.C. 


1984-3917, December 6, 1984, Canada Gazette, Part II, December 
26, 1984. 


S. 217 substituted by P.C. 1978-1585, May 11, 1978, Canada Ga- 
zette, Part Il, May 24, 1978. 


Forms: TS Segment; TS Summ: Return of investment income; T5 
Supp: Statement of investment income. 


218. Patronage payments — (1) Every person 
who, within the meaning of section 135 of the Act, 
makes payments to residents of Canada pursuant to 
an allocation in proportion to patronage shall make 
an information return in prescribed form in respect 
of payments so made. 


(2) Every person who receives a payment referred to 
in subsection (1) as nominee or agent for another 
person resident in Canada shall make an information 
return in prescribed form in respect of the payment 
so received. 

Related Provisions: Reg. 205 — Date return due. 
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Forms: T4A: Statement of pension, retirement, ae 2h and other 
income. 


219. Family allowances and similar pay- 
ments — Where an allowance referred to in para- 
graph 56(5)(a) or (b) of the Act has been paid to a 
person and, in respect of that allowance, an amount 
is required to be included in computing the income 
of any taxpayer for a taxation year, the payer of the 
allowance shall 


(a) make an information return in prescribed form 
in respect of such. payment; and 


(b) forward to the person at his latest known a. 
dress, on or before the date the return ‘is required 
to be filed with the Minister, three copies of the 
portion of the return relating to that person. | 


Related Provisions: Reg. 205 — Date return due. 


220. Cash bonus payments on Canada 
Savings Bonds — (1) Every person authorized to 
redeem Canada Savings Bonds (in this section re- 
ferred to as the “redemption agent”) who pays an 
amount in respect of a Canada Savings Bond as a 
cash bonus that the Government of Canada has un- 
dertaken to pay (other than any amount of interest, 
bonus or principal agreed to be paid at the time of 
the issue of the bond under the terms of the bond) 
shall make an information return in prescribed form 
in respect of such payment. 


(2) Every redemption agent required by subsection 
(1) to make an information return shall 


(a) issue to the payee, at the time the cash bonus 
is paid, two copies of the portion of the return re- 
lating to him; and 


(b) file the return with the Minister on or before 
the 15th day of the month following the month in 
which the cash bonus was paid. 


Forms: T1-CSB: Annual accrual form for compound interest Can- 
ada Savings Bonds; T600C: Statement of cash bonus payment Can- 
ada Savings Bonds. 


221. Qualified investments — Where in any tax- 
ation year a taxpayer is 


(a) a corporation that claims that a share of its 
capital stock is a qualified investment for the pur- 
poses of section 146, 146.2, 146.3 or 204 of the 
Act; or 


(b) a trust that claims that an interest of a benefi- 
ciary thereunder is a qualified investment for the 
purposes of section 146, 146.2, 146.3 or 204 of 
the Act, 


the taxpayer shall, in respect of that taxation year 
and within 90 days thereafter, make an information 
return in prescribed form. 
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History: I Paras. 221(a) and (b) substituted by P.C. 1985-374, Bebi- 
ary 7, 1985, s. 2, Canada Gazette, Part II, February 20, 1985, appli- 
cable to taxation years commencing after, 1983, 


Information Circulars: 78-14R2: Guidelines for trust companies 
and other persons responsible for filing T3R-IND, T3R-G; T3RIF- 
IND, T3RIF-G, T3H-IND, T3H-G; T3D, T3P, T3S, T3RI and.T3F 
returns. 


Forms: T3F: Investments prescribed to be pe or not to be 
oe ipbeigt information return. 


222. Foreign property — Where in any taxation 
he a taxpayer 1S 


(a) a corporation that claims that a share of its 
capital stock is not foreign property for the pur- 
‘poses of section 206 of the Act, or 


(b) a trustee of a trust who claims that an interest 
as a beneficiary under the trust is not foreign 
property for the purposes of section 206 of the 
Act, 


“the taxpayer shall, in respect of that taxation year 


and within 90. days thereafter, make an information 
return in 1 prescribed form: 


Information Circulars: 78-14R2: Guidelines for trust companies. 
and other persons responsible for filing T3R-IND, T3R-G, T3RIF- 
IND, T3RIF-G; T3H-IND, T3H-G, T3D, T3P, T3S, T3RI and T3F 


returns. 


,Forms;.T3F:, Investments. prescribed to. be qualified or not to be 
foreign. property information, return. 


223. Registered home ownership savings 
plans — (1) Every person who, before May 23, 
1985, pays an amount out of or under a registered 
home ownership savings plan to a resident of Canada 
as a beneficiary under the plan shall make an infor- 
mation return in prescribed form. 

History: Subsec. 223(1) substituted by P.C. 1986-1103, subsec. 
2(1), May 8, 1986, Canada Gazette, Part Il, May 28, 1986. 


Subsec. 223(1) substituted by P.C. 1983-3585, subsec. 6(1), No- 
vember 17, 1983, Canada Gazette, Part Il, November 24, 1983. 


(2) Every trustee or depositary that is party to a reg- 
istered home ownership savings plan the registration 
of which is revoked during a taxation year pursuant 
to subsection 146.2(7) or (7.1) of the Act shall make 
an information return in prescribed form with respect 
to any amount that is deemed by subsection 146.2(8) 
of the Act to have been received by the beneficiary 
of that plan. 

History: Subsec. 223(2) substituted by P.C. 1983-3585, subsec. 
6(1), November 17, 1983, Canada Gazette, Part Il, November 24, 
1983. 


prescribed form. 
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(3) Every trustee or depositary that is party toa reg- 
istered home ownership savings plan, the beneficiary 


-of which is a resident of Canada and has been 


deemed by subsection’ 146:2(9) of the Act to have 
received an amount during a taxation year and before 
May 23, 1985, shall make an information return in 


History: Subsec. 223(3) substituted by P.C. 1986-1103, subsec. 
2(2), May 8, 1986, Canada Gazette, Part Il, May 28, 1986. 


Subsec. 223(3) substituted by P.C. 1983-3585, subsec, 6(1), No- 
vember 17, 1983, Canada Gazette, Part Il, November 24, 1983. 


(3.1) Every trustee or depositary that, after May 22, 
1985 and before 1986, was. a party to a régistered 
home ownership savings plan, any of the income of 
which is required by subsection 146.2(22) of the Act 
to be included in computing the income of a tax- 
payer for the 1985 taxation year, shall make an infor- 
mation return in prescribed form. 


History; Subsec. 223(3.1) added by P.C. 1986-1103, subsec. 2(2), 


May 8, 1986, Canada Gazette, Part II, May 28, 1986. | 


(4) Every trustee of a trust governed by a registered 
home ownership savings plan shall make an infor- 
mation return in prescribed form, where in a taxation 
year a taxpayer. who is a beneficiary under the plan 


(a) is required ‘pursuant to subsection 146.2(12) 
ar (15) of the Act to include an amount in com- 
puting ‘his income; or 


(b) 1s allowed pursuant to subsection 146.2(13) or 
(16) of the Act to deduct an amount in computing 
his income. 


(5) In this section 


“beneficiary” has the meaning assigned by  para- 
graph 146.2(1)(a) of the Act as it read in its ieee 
tion to the 1985 taxation year; 


“depositary” has the meaning assigned by subpara- 
graph 146.2(1)(d)(it) of the Act as it read in its appli- 
cation to the 1985 taxation year; 


“registered home ownership savings plan’ has the 
meaning assigned by paragraph 146.2(1)(h) of: the 
Act as it read in its application to the 1985 taxation 
year. 

History: The definitions “beneficiary” and “depositary” substituted 
and “registered home ownership savings plan” added by P.C. 1986- 
1103, subsec. 2(3), May 8, 1986, Canada Gazette, Part II, May 28, 
1986. 


Subsec. 223(5) added by P.C. 1983-3585, subsec. 6(2), November 
17, 1983, Canada Gazette, Part Il, November 24, 1983. 


224. Canadian home insulation program and 
Canada oil substitution program — Where an 
amount has been paid to a person pursuant to a pro- 
gram prescribed for the purposes of paragraph 
12(1)(u), 56(1)(s) and 212(1)(s) of the Act, the payor 
shall 

(a) make an information return in prescribed form 

in respect of such payment; and 
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(b) forward to the person-at his latest known ad- 
dress.on or before the date the return is required 
to be filed with the Minister two copies of the 
portion of the return relating to that person. 


Related Provisions: Reg. 205 — Date return due: ° 


History: The heading preceding s. 224 and all that portion of-s. 224 
preceding para. (a) substituted by P.C. 1981-3209, s. 4, November 
12, 1981, Canada Gazette, Part Il, November 25, 1981, effective in 
respect of 1981 et seg. except that with respect to the references to 
para. 212(1)(s) of the Act effective in respect of grants paid or 
credited after 1980. 


S. 224 added by P.C. 1978-1139, s. 1, April 13, 1978, Canada Ga- 
zette, Part II, April 26, 1978, applicable to the 1977 and subsequent 
taxation years, except that any. information return that is required to 
be filed pursuant to this section before the coming into force of this 
Order,.may be filed at any time before or within one month after the 
coming into force of this Order. 


225. Certified films and video tapes — (1) 
Where principal photography or taping of a film or 
tape (within the meanings assigned by subsection 
1100(21)) has occurred during a year or has been 
completed within 60 days after the-end of the year, 
the producer of the film or tape or production com- 
pany that produced the film or tape, or an, agent of 
the producer or production company, shall 


(a) make an information return in prescribed form 
in- respect of any person who owns. an interest in 
the film or tape at the end of the year; and 


(b) forward to the person referred to in paragraph 
(a) at his latest known address. on or before the 
date the return is required to be filed with the 
Minister two copies of the portion of the return 
relating to that person. 


(2) The return required under this section shall be 
filed‘on or before: March 31 and shall be in respect of 
the preceding calendar year. 

History: S. 225 added by P.C. 1982-279, January 28, 1982, Can- 


ada Gazette, Part II, February 10, 1982, effective in respect of 1981 
et seq. 


Forms: T1-CP Summ: Return in respect of certified Hoda one 


226. Scientific research tax credits — (1) In 
this section, 


“administrator” has the meaning assigned by para- 
graph 47.1(1)(a) of the Act; 


“designated security” means a’ security issued or 
granted by a corporation in respect of which the cor- 
poration has designated an amount pursuant to ‘sub- 
section 194(4) of the Act; 


‘first purchaser” in relation toa designated secur- 
ity, means the first person (other than a trader or 
dealer in securities) to be the registered holder of the 
designated security; 
“security”? means 

(a) a share of the capital stock of a corporation, 


(b) a debt obligation issued by a corporation, or 
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(c) a right granted by a corporation under a scien- 
tific research financing contract; 


“trader or dealer in securities” has the meaning as- 
signed by paragraph 47.1(1)(1) of the Act. 


(2) Each corporation that has designated an amount 
under subsection 194(4) of the Act in’respect of a 
security issued or granted by it shall make an infor- 
mation return in prescribed form in respect of each 
such security. 


(3) Each trader or dealer in securities who has. ac- 
quired and disposed of a designated security during 
the course of the primary distribution thereof pursu- 
ant to a public offering shall make an information re- 
turn in prescribed form in respect of each such desig- 
nated security. 


(4) Each bank, credit union and trust company that, 
as agent, acquired a designated security for the first 


purchaser thereof shall make an information return 


in prescribed form in respect of each such designated 
security. 


(5) Each trader or dealer in securities who, as admin- 
istrator of an indexed security investment plan, ac- 
quired a designated security for the first purchaser - 
thereof shall make an information return in pre- 
scribed form in respect of each such designated 
security. 


(6) Notwithstanding subsection 205(1), any return 
required to be made 


(a) under subsection (2), in respeet of a security 
issued by a corporation before March 1, 1984, 


(b) under subsection (3), in respect of a desig- 
nated security disposed of as described in subsec- 
tion (3) before March 1, 1984, or 


(c) under subsection (4) or (5), in respect of a 
designated security acquired as described in sub- 
section (4) or (5), as the case may a before 
March 1, 1984, — 


shall be filed on or before March 31,,. 1984. 


227. Share purchase tax credlisth In this 
section, 


“administrator” has the meaning assigned by para- 
graph 47.1(1)(a) of the Act; 


“designated share” means a share of the capital 
stock of a corporation in respect of which the corpo- 
ration has designated an amount pursuant to subsec- 
tion 192(4) of the Act; 


“first purchaser’, in relation to a designated share, 
means the first person (other than a trader or dealer 
in securities) to be the registered holder of the share; 


“trader or dealer in securities” has the meaning as- 
signed by paragraph 47.1(1)(1) of the Act. 


(2) Each corporation that has designated an amount 
under subsection 192(4) of the Act in respect of a 
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share issued by it shall make an information return in 
prescribed form in respect of each such share. 


(3) Each trader or dealer in securities who has ac- 
quired and disposed of a designated share during the 
course of the primary distribution thereof pursuant to 
a public offering shall make an information return in 
prescribed form in respect of each such. designated 
share. 


(4) Each bank, credit union and trust company. that, 
as agent, acquired a designated share for the first 
purchaser thereof shall make an information return 
in prescribed form 1 in respect of each such designated 
share. 


(5) Each trader or dealer in securities who, as admin- 
istrator of an indexed security investment plan, ac- 
quired a designated share for the first purchaser 
thereof shall make’ an information return in pre- 
scribed form in respect of each such designated 
share. 


History: Ss. 226 and 227 added by P.C. 1985-374, February 7, 
1985, s. 3, Canada Gazette, Part II, February 20, 1985, applicable to 
shares and debts issued, rights granted and acquisitions and disposi- 
tions occurring after 1982. 


228. Resource flow-through shares — (1) Each 
corporation that has renounced an amount under sub- 
section 66(12.6), (12.601), (12.62) or (12.64) of the 
Act toa person. shall make an information return in 
prescribed form in respect of the amount renounced. 


(2) The return required under subsection (1) shall.be 
filed with the Minister together with the prescribed 
form required to be filed under subsection 66(12.7) 
of the Act in respect of the amount renounced. 


History: Subsec: 228(1) amended by P.C. 1996-494, s. 1, April 16, 
1996, Canada Gazette, Part II,,May 1, 1996, applicable after De- 
cember 2, 1992. 


S. 228 added by P.C. 1987-1681, s. 2, August 14, 1987, Canada 
Gazette, Part II, September’2, 1987, effective after December 18, 
1986. 


Forms: T101: Summary of renunciation, reduction of amount pre- 
viously renounced, allocation of assistance and calculation of Part 
XI1:6. tax; T101 Supp: Renounced resource expenses/assistance 
statement; T102 Summ: Summary of renounced resource expenses 
and assistance attributable to members of a partnership; T102 Supp: 
Statement of renounced resource expenses/assistance attributable to 
members of partnership. 


229. Partnership return — (1) Every member of a 
partnership that carries on a business in Canada, or 
that is a Canadian partnership, at any time in a fiscal 


period of the partnership shall make for that period - 


an information return in prescribed form containing 
the following information: 


(a) the income or loss of the partnership for the 
fiscal period; 


(b) the name, address and, in the case of an th 
vidual, the social insurance number of each mem- 
ber of the partnership who is entitled to a share 
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referred to in paragraph (c) or sat for the fiscal 
period; 


(c) the share of each member of the income: or 
loss of the partnership for the fiscal period; 


(d) the share of each member for the fiscal period 
of each deduction, credit or other amount in re- 
spect of the partnership that is relevant in deter- 

_mInining. the member’s income, taxable income, 
tax payable or other amount under the Act; 


(e) the prescribed information contained in the 
form prescribed: for the purposes of subsection 
-37(1) of the Act, where the partnership has made 
an expenditure in’ respect of scientific research 
and experimental development in the fiscal pe- 
riod; and eu 


(f) such other information as may be required by 
the prescribed form. 


(2) For the purposes of subsection (1), an informa- 
tion return:made by any member of a partnership 
shall be deemed to have been made yh each member 
of the partnership. 


(3) Every person who holds an interest in a partner- 
ship as nominee or agent for another person.shall 
make an information return in preseribad form in re- 
spect of that interest. 


(4) [Revoked] 


(5) Subject to subsection (6), a return required by 
this section shall be filed with the Minister without 
notice or demand 


(a) in the case of a fiscal period of a partnership 
all the members of which are corporations 
throughout the fiscal period, within five months 
after the. end of the fiscal period; 


(b) in the case of a fiscal period of a partnership 
all the members. of which are. individuals 
throughout the fiscal period, on or before the last 
day of March in the calendar year immediately 
following the calendar year in which the. fiscal 
period ended or with which the fiscal period en- 
ded coincidentally; and 


(c) in the case of any other fiscal period of a part- 
nership, on or before the earlier of 


(i) the day that is five months after the end of 
the fiscal period, and 


(11) the-last day of March in the calendar year 
immediately following the calendar year in 
which the fiscal period ended or with which 
the fiscal period ended coincidentally. 


(6) Where a partnership discontinues its business or 
activity, the return required under this section shall 
be filed, in respect of any fiscal period or portion 
thereof prior to the discontinuance of the business or 
activity for which a return has not previously been 
filed under this section, on or before the earlier of 


(a) the day that is 90 days: after the discontinu- 
ance of the business or activity, and 
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(b) the day the return is required to be filed under 
subsection (5). 


Related Provisions: ITA 96(1) — Taxation of partnership in- 
come; ITA 152(1.4) — Determination by Revenue Canada of in- 
come or loss of partnership; ITA 233.1(3) — Information return for 
partnership re non-arm’s length transactions with non-residents; 
ITA 233.3 ~~ Requirement to file information return re foreign 
property. 

History: Subsec. 229(4) revoked by P.C. 1993-1691, August 26, 
1993, Canada Gazette, Part Il, September 8, 1993. 


S. 229 added by P.C. 1989-2156, s. 2, October 26, 1989, Canada 
Gazette, Part II, November 8, 1989, subsecs. (1) to (5). applicable 


(a) in the case of a fiscal period of a partnership all the mem- 
bers of which are corporations throughout the fiscal period, in 
respect of fiscal periods ending after August 31, 1989, and 


(b) in any other case, in respect of fiscal periods ending after 
December 31, 1988, 


except that a return that is required by subsection 229(5) to be filed 
at any time before March 31, 1990 may be filed on or before that 
date. 


Subsec. (6) is applicable in respect of the discontinuance of the bus- 
iness or activity of a partnership occurring after December 31, 1989. 


Information Circulars: 82-2R2: SIN legislation that relates to the 
preparation of information slips; 89-5R: Partnership information 
return. 

Forms: T4068: Guide for the Partnership Information Return; 
T5011: Application for filer identification number; T5013 Summ: 
Partnership information return; T5013 Supp: Statement of partner- 
ship income; T5014: Partnership capital cost allowance schedule; 
T5015: Reconciliation of partner’s capital account; T5017: Calcula- 
tion of deduction for cumulative eligible capital of a partnership. 


230. Security transactions — (1) In this section, 


“publicly traded’ means, 
security, 


with respect to any 


(a) a security that is listed or posted for trading on 
a stock exchange, commodity exchange, futures 
exchange or any other exchange, or 


(b) a security in respect of the sale and distribu- 
tion of which a prospectus, registration statement 
or similar document has been filed oie a public 
authority; 


“sale” includes the granting of an option and a short 
sale; 
“security” means 


(a) a publicly traded share of the capital stock of 
a corporation, 


(b) a publicly traded debt obligation, 
(c) a debt obligation of or guaranteed by 
(i) the Government of Canada, 


(11) the government of a province or an agent 
thereof, 

(iii) a municipality in Canada, 

(iv) a municipal or public body performing a 
function of government in Canada, or 

(v) the government of a foreign country or of 


a political subdivision of a foreign country or 
a local authority of such a government, 
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(d) a publicly traded interest in a trust, 
(e) a publicly traded interest in a partnership, 


(f) an option or contract in respect of any prop- 
erty described in any of paragraphs (a) to (e), or 


(g) a publicly traded option or contract in respect 
of any property including any commodity, finan- 
cial futures, foreign currency or precious metal or 
in respect of any index relating to any property; 


“trader or dealer in securities’’ means 


(a) a person who is registered, or licensed under 
the laws of a province to trade in securities, or 


(b) a person who in the ordinary course of: busi- 
ness makes sales of securities as agent on behalf 
~ of others. 


(2) Every trader or dealer in securities who, in-a cal- 
endar year, purchases a security as principal-or sells 
a security as agent for any vendor shall make an in- 
formation return for the year in prescribed form in 
respect of the purchase or sale. 


(3) Every person (other than an individual who is not 
a trust) who in a calendar year redeems, acquires or 
cancels in any manner whatever any securities issued - 
by that person shall make an information return for 
the year in prescribed form in respect of each such 
transaction, other than a transaction to which section 
51, 86 (where there is no consideration receivable 
other than new shares) or 87 or subsection 98(3) or 
(6) of the Act applies. 


(4) Subsection (3) applies to | 
(a) Her Majesty in right of Canada or a province; 


(b) a municipal or public body performing a func- 
tion of government in Canada; and 


(c) an agent of a person referred to in paragraph 


(a) or (b). 


(5) Every person who, in the ordinary course of a 
business of buying and selling precious metals in the 
form of certificates, bullion or coins, makes a pay- 
ment in a calendar year to another person in. respect 
of a sale by that other person of any such property 
shall make an information return for that year in pre- 
scribed form in respect of each such sale. 


(6) Every person who, while acting as nominee or 
agent for another person in respect of a sale or other 
transaction to which subsection (2), (3) or (5) ap- 
plies, receives the proceeds of the sale or other trans- 
action shall, where the transaction is carried out in 
the name of the nominee or agent, make an informa- 
tion return in prescribed form in EeSPoen of the sale 
or other transaction. 


(7) This section does not apply in respect of 


(a) a purchase of a security by a trader or dealer 
in securities from another trader or dealer in se- 
curities other than a non- -resident trader or dealer 
in securities; 
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(b) a sale of currencies or precious metals in the 
form of jewellery, works of art or numismatic 
coins; , 

(c) a sale of precious metals by a person who, in 
the ordinary course of business, produces or sells 
precious metals in bulk or in commercial 
quantities; 


(d) a sale of securities by a trader or dealer in se- 
curities on behalf of a person who is exempt from 
tax under Part I of the Act; or 


(e) a redemption by the issuer or an agent of the 
issuer of a debt obligation where 


(i) the debt obligation was issued for its prin- 
cipal amount, 


(ii) the redemption satisfies all of the issuer’s 
obligations in respect of the debt obligation, 


(iii) each person with an interest in the debt 
obligation is entitled in respect thereof to a 
proportion of all payments of principal equal 
to the proportion to which the person is enti- 
tled of all payments other than principal, and 


(iv) an information return is required under 
another section of this Part to be made as a 
result of the redemption in respect of each 
person with an interest in the debt obligation. 


Related Provisions: Reg. 205 — Date return due. 


History: S. 230 added by P.C. 1989-2156, s. 2, October 26, 1989, 
Canada Gazette, Part Il, November 8, 1989, applicable in respect of 
purchases, sales, redemptions, acquisitions or cancellations of se- 
curities occurring after December 31, 1990. 


231. Information respecting tax shelters — (1) 
In this section, “promoter” in respect of a tax shelter 
and “‘tax shelter” have the meanings assigned by sub- 
section 237.1(1) of the Act. 


(2) An information return made under subsection 
237.1(7) of the Act in respect of the acquisition of an 
interest in a tax shelter in a calendar year shall be 
filed with the Minister on or before the last day of 
February of the immediately following calendar 
year. 


Forms: T5002: Tax shelter information return. 


(3) Where a person who is required to make an infor- 
mation return under subsection 237.1(7) of the Act 
discontinues the business or activity by reason of 
which the person is required to make the return, the 
return shall be filed within 30 days after the day of 
the discontinuance of the business or activity in re- 
spect of any calendar year or portion thereof prior to 
the discontinuance for which such a return has not 
previously been filed. 


(4) Every person required to make a return under 
subsection 237.1(7) of the Act shall, on or before the 
day on or before which the return is required to be 
filed with the Minister, forward to each person to 
whom the return relates two copies of the portion of 
the return relating to that person. 
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(5) Every promoter with respect to a tax shelter shall 


(a) On every written statement made by the pro- 
moter that refers either directly or indirectly and 
either expressly or impliedly to the issuance by 
the Department of National Revenue of an identi- 
fication number for the tax shelter, as well as on 
the copies of the portion of the information return 
to be forwarded pursuant: to subsection (4), in- 
clude ieithe following statement: 

“The identification number issued for this tax 
shelter shall be included in any income tax return 
filed by the investor. Issuance of the identifica- 
tion number is for administrative purposes only 
and does not in any way confirm the entitlement 

_ of an investor to claim any tax benefits associated 
with ‘the tax shelter’; and: 


(b) prominently display on the upper right-hand 
corner of any statement of earnings prepared by 
the promoter.in respect of the tax shelter the iden- 
tification number issued for the tax shelter. 


(6) For the purposes of paragraph (b) of the defini- 
tion “tax shelter’ in subsection 237.1(1) of the Act, 
“prescribed benefit” in relation to a tax shelter means 
any amount that may reasonably be expected, having 
regard to statements or representations made in re- 
spect of the tax shelter, to be received by or made 
available to a person (in this subsection referred to as 
“the purchaser’) who acquires an interest in the tax 
shelter, or a person with whom the purchaser does 
not deal at arm’s length, which receipt or availability 
would have the effect of reducing the impact of any 
loss that the purchaser may sustain by virtue of ac- 
quiring, holding or disposing of the interest in the tax 
shelter, and includes such an amount 


(a) that is, either immediately or in the future, 
owed to any other person by the purchaser or a 
person with whom the purchaser does not deal at 
arm’s length, to the extent that 
(1) liability to pay that amount is contingent, 
(ii) payment of that amount is or will be guar- 
anteed by, security is or will be provided by, 
or an agreement to indemnify the other person 
to whom the amount is owed is or will be en- 
tered into by 
(A) a promoter in respect of the tax shelter, 
(B) a person with whom the promoter does 
not deal at arm’s length, or 
(C) a person who is to receive a payment 
(other than a payment made by the pur- 
chaser) in respect of the guarantee, secur- 
ity or agreement to indemnify, 
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(iii) the rights of that other person against the 
purchaser, or against a person with whom the 
purchaser does not deal at arm’s length, in re- 
spect of the collection of all or part of the 
purchase price are limited to a maximum 
amount, are enforceable only against certain 
property, or are otherwise limited by agree- 
ment, or 


(iv) payment of that amount 1s to be made in a 
foreign currency or is to be determined by ref- 
erence to its value in a foreign currency and it 
may reasonably be considered, having regard 
to the history of the exchange rate between the 
foreign currency and Canadian currency, that 
the aggregate of all such payments, when con- 
verted to Canadian currency at the exchange 
rate expected to prevail at the date on which 
each such payment would be required to be 
made, will be substantially less than that ag- 
gregate would be if each such payment was 
converted to Canadian currency at the time 
that each such payment became owing, 


(b) that the purchaser or a person with whom the 
purchaser does not deal at arm’s length is entitled 
at any time to receive, directly or indirectly, or to 
have available : 


(1) as a form of assistance from a government, 
municipality or other public authority, 
whether as a grant, subsidy, forgiveable loan, 
deduction from tax or investment allowance, 
or as any other form of assistance, or 


(11) by reason of a revenue guarantee or other 
agreement in respect of which revenue may be 
earned by the purchaser or a person with 
whom the purchaser does not deal at arm’s 
length, to the extent that the revenue guaran- 
tee or other agreement may reasonably be 
considered to ensure that the purchaser or per- 
son will receive a return of all or a portion of 
the purchaser’s outlays in respect of the tax 
shelter, 


(c) that is the proceeds of disposition to which the 
purchaser may be entitled by way of an agree- 
ment or other arrangement under which the pur- 
chaser has a right, either absolutely or contin- 
gently, to dispose of the interest in the tax shelter 
(otherwise than as a consequence of the pur- 
chaser’s death), including the fair market value of 
any property that the agreement or arrangement 
provides for the acquisition of in exchange for all 
or any part of the interest in the tax shelter, and 


(d) that is owed to a promoter, or a person with 
whom the promoter does not deal at arm’s length, 
by the purchaser or a person with whom the pur- 
chaser does not deal at arm’s length in respect of 
the acquisition of an interest in the tax shelter 


but, except as otherwise provided in subparagraph 
(b)(ii), does not. include profits earned in respect of 
the tax shelter. 
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(7) For the purposes of the definition “tax shelter” in 
subsection 237.1(1) of the Act, “‘prescribed property” 
in relation to a tax shelter means property that is a 
registered pension plan, a registered retirement sav- 
ings plan, a deferred profit sharing plan, a registered 
retirement income fund, a registered education savy- 
ings plan or a property in respect of which paragraph 
40(2)(1) of the Act is applicable. 

History: Subsec. 231(7) amended by P.C. 1991-2540, s. 8, Decem- 
ber 16, 1991, Canada Gazette, Part II, January 15, 1992, applicable 
after 1985. 

S. 231 added by P.C. 1989-2156, s. 2, October 26, 1989, Canada 
Gazette, Part Il, November 8, 1989, applicable in respect of inter- 
ests acquired after August 31, 1989. 


232. Workers’ compensation — (1) Every per- 
son who pays an amount in respect of compensation 
described in subparagraph 110(1)(H(ii) of the Act 
shall make an information return in prescribed form 
in respect of that payment. 


(2) Where a workers’ compensation board, or a simi- 
lar body, adjudicates a claim for compensation, de- 
scribed. in subparagraph 110(1)(f)(ii) of the Act and 
stipulates the amount of the award, that board or 
body shall make an information return in prescribed 
form in respect of the amount of the award. 


(3) A return required under this séction must be filed 


on or before the last day of February of each viel 
and shall be in respect of © 


(a) the preceding calendar year, if the return is re- 
quired under subsection (1); and 


(b) the amount of the award that pertains to the 
preceding calendar year, if the return is required 
under subsection (2). ; 


(4) Subsections (1) and (2) are not applicable in re- 
spect of a payment or an award in respect of 


(a) medical expenses incurred by or on behalf of 
the employee; 


(b) funeral expenses in respect of the employee; 
(c) legal expenses in respect of the employee; 
(d) job training or counselling of the employee; 
or 

(e) the death of the employee, other than periodic 
payments made after the death of the employee. 


Forms: T5007 Summ: Summary of benefits; T5007 Supp: State- 
ment of benefits. : 


233. Social assistance — (1) Every person who 
makes a payment described in paragraph 56(1)(u) of 
the Act shall make an information return in pre- 
scribed form in respect of the payment. 


(2) Subsection (1) is not applicable in respect of a 
payment that 


(a) is in respect of medical expenses incurred by 
or on behalf of the payee; 


(b) is in respect of child care expenses, within the 
meaning assigned by -paragraph | 63(3)(a) 
[63(3)“child care expense’’] of the Act, incurred 
by or on behalf of the payee or a person related to 
the payee; 
(c) is in respect of funeral expenses in respect of 
a person related to the payee; 
(d) is in respect of legal expenses incurred by or 
on behalf of the payee or a person related to the 
payee; 
(e) is in respect of job training or counselling of 
the payee or a person related to the payee; 
(f) is paid in a particular year as a part of a series 
of payments, the total of which in the particular 
year does not exceed $500; or 
(g) is not a part of a series of payments. 
Related Provisions: Reg. 205 — Date return due. 
History: Ss. 232, 233 added by P.C. 1992-1567, s. 2, July 16, 1992, 
Canada Gazette, Part Il, August 12, 1992, applicable to 1991 et seq. 


Forms: T5007 Summ: Summary of benefits; T5007 Supp: State- 
ment of benefits. 
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234. Farm support payments — (1) Every gov- 
ernment, municipality or municipal or other public 
body (in sections 235 and 236 referred to as the 
“government payer’) or producer organization or as- 
sociation that makes a payment of an amount that is 
a farm support payment (other than an amount paid 
out of a net income stabilization account) to a person 
or partnership shall make an information return in 
prescribed form in respect of the amount. 


(2) For the purposes of subsection (1) “farm support 
payment” includes 


(a) a payment that is computed with Bapees to an 
area of farm land; 


(b) a payment that is made in respect of a unit of 
farm commodity grown or disposed of or a farm 
animal raised or disposed of; and 


(c) a rebate of, or compensation for, all c or a por- 
tion of 


(i) a cost or capital cost incuerad i in respect of 
farming, or 


(11) unsowed or unplanted land or crops, or de- 
stroyed crops, farm animals or other farm 
output. 
Related Provisions: Reg. 205 — Date return due; Reg. 235; 
236 — Identification of recipients. 


History: S. 234 added by P.C. 1993-1939, s. 4, December 2, 1993, 
Canada Gazette, Part II, December 15, 1993, applicable after 1993 
in respect of amounts paid after 1992. 


235. Identifier information — Every corporation 
or trust for which an information return is required to 
be made under these Regulations by a government 
payer or by a producer organization or association 
shall provide its legal name, address and income tax 
identification number to the government payer or the 
producer organization or association, as the case may 
be. 

History: S. 235 added by P.C. 1993-1939, s. 4, December 2, 1993, 


Canada Gazette, Part Il, December 15, 1993, applicable after 1993 
in respect of amounts paid after 1992. 


236. [Members of partnership] — Every person 
who is a member of a partnership for which an infor- 
mation return is required to be made under these 
Regulations by a government payer or by a producer 
organization or association shall provide the govern- 
ment payer or the producer organization or associa- 
tion, as the case may be, with the following 
information: 


(a) the person’s legal name, address and Social 
Insurance Number, or, where the person is a trust 
or is not an individual, the person’s income tax 
identification number; and 


(b) the partnership’s name and business address. 


History: S. 236 added by P.C. 1993-1939, s. 4, December 2, 1993, 
Canada Gazette, Part Il, December 15, 1993, applicable after 1993 
in respect of amounts paid after 1992, 


Information Circulars: 82-2R2: SIN legislation that relates to the 
preparation of information slips. 
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Part Ill— Annuities and Life 
Insurance Policies 


History: Heading substituted by P.C. 1983-3530, subsec. 1(1), No- 
vember 17, 1983, Canada Gazette, Part Il, November 24, 1983. 


Headings preceding s. 300 substituted by P.C. 1982-1421, subsec. 
1(1), May 13, 1982, Canada Gazette, Part Il, May 26, 1982. 


Part HI was consolidated by the Consolidated Regulations of Can- | 


ada, chapter 945, proclaimed in force August 15, 1979, by P.C. 
1979-1934, July 19, 1979, Canada Gazette, Part II, August 8, 1979. 


Heading substituted by P.C. 1968-33, subsec. 1(1), January 4, 1968, 
Canada Gazette, Part Il, January 24, 1968. 


300. Capital element of annuity payments — 
(1) For the purposes of paragraphs 32.1(3)(b) and 
60(a) of the Act, where an annuity is paid under a 
contract (other than an income-averaging annuity 
contract or an annuity contract purchased pursuant to 
a deferred profit sharing plan or pursuant to a plan 
referred to in subsection 147(15) of the Act as a “re- 
voked plan’’) at a particular time, that part of the an- 
nuity payment determined in prescribed manner to 
be a return of capital is that proportion of a tax- 
payer’s interest in the annuity payment that the ad- 
justed purchase price of the taxpayer’s interest in the 
contract at that particular time is of his interest, im- 
mediately before the commencement under the con- 
tract of payments to which paragraph 56(1)(d) of the 
Act applies, in the total of the payments 


(a) to be made under the contract, in the case of a 
contract for a term of years certain; or 


(b) expected to be made under the contract, in the 
case of a contract under which the continuation of 
the payments depends in whole or in part on the 
survival of an individual. 


History: Subsec. 300(1) substituted by P.C. 1983-3530, subsec. 
1(1), November 17, 1983, Canada Gazette, Part Il; November 24, 
1983, applicable to taxation years commencing after 1982. 


Subsec. 300(1) substituted by P.C. 1982-1421, subsec. 1(1), May 
13, 1982, Canada Gazette, Part II], May 26, 1982, effective with re- 
spect to annuity contracts under which annuity payments commence 
after 1979 except that in its application to annuity contracts under 
which payments commence before 1982 it shall be read as follows: 


300. (1) For the purposes of paragraphs 32.1(3)(b) and 60(a) 
of the Act, if an annuity is paid under a contract, the amount 
deemed to be a return of capital is that proportion of each 
annuity payment that the consideration for, or purchase price 
of, the contract is of the total of the payments 


(a) to be made under the contract, in the case of a con- 
tract for a term of years certain; or 


(b) expected to be made, in the case of a contract under 
which the continuation of the payments depends in whole 
or in part on the survival of an individual. 
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(1.1) For the purposes of subsections (1) and (2), 
“annuity payment” does not include any portion of a 
payment under a contract the amount of which can- 
not be reasonably determined immediately before the 
commencement of payments under the contract ex- 
cept where the payment of such portion cannot be so 
determined because the continuation of the annuity 
payments under the contract depends in whole or in 
part on the survival of an individual. 

History: Subsec. 300(1.1) added by P.C. 1982-1421, subsec. 1(1), 
May 13, 1982, Canada Gazette, Part II], May 26, 1982, effective 


with respect to annuity contracts uneer Which annuity payments 
commence after 1981. 


(2) For the purposes of this section and section 305, 


(a) where the continuance of the annuity pay- 
ments under any contract depends in whole or in 
part on the survival of an individual, the total of 
the payments expected to be made under the con- 
tract 


(i) shall, in the case of a contract that provides 
for equal payments and does not provide for a 
guaranteed period of payment, be equal to the 
product obtained by multiplying the aggregate 
of the annuity payments expected to be re- 
ceived throughout a year under the contract by 
the complete expectations of life using the ta- 
ble of mortality known as the 1971 Individual 
Annuity Mortality Table as published in Vol- 
ume XXIII of the Transactions of the Society 
of Actuaries, or 


(ii) shall, in any other case, be calculated in 
accordance with subparagraph (i) with such 
modifications as the circumstances may 
require; 
(b) except as provided in subsections (3) and (4), 
“adjusted purchase price” of a taxpayer’s interest 
in an annuity contract at a particular time means 
the amount that would be determined at that time 
in respect of that interest under paragraph 
148(9)(a) [148(9)“adjusted cost basis” ] of the Act 
if that paragraph were read without reference to 
subparagraph (viii) [k] thereof; 


(c) where the continuance of the annual payments 
under any contract depends on the survival of a 
person, the age of that person on any date as of 
which a calculation is being made shall be deter- 
mined by subtracting the calendar year of his 
birth from the calendar year in which such date 
occurs; and 


(d) where the continuance of the annual payments 
under any contract depends on the survival of a 
person, and where, in the event of the death of 
that person before the annual payments aggregate 
a stated sum, the contract provides that the un- 
paid balance of the stated sum shall be paid, ei- 
ther in a lump sum or instalments, then, for the 
purpose of determining the expected term of the 
contract, the contract shall be deemed to provide 
for the continuance of the payments thereunder 
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for a minimum term certain equal to the nearest 
integral number of years required to complete the 
payment of the stated sum; 


(e) [Revoked] 


History: All that portion of subsec. 300(2) preceding para. (a), 
para. 300(2)(b) substituted by P.C. 1983-3530, subsecs. 1(2), 1(3), 
November 17, 1983, Canada Gazette, Part II, November 24, 1983. 
All that portion of subsec. 300(2) preceding para. (a), as substituted, 
applicable to taxation years commencing after 1982; paragraph 
300(2)(b), as substituted, effective November 12, 1981. Para. 
300(2)(e) revoked by P.C. 1983-3530, subsec. 1(4), November 17, 
1983, Canada Gazette, Part Il, November 24, 1983, applicable to 
taxation years commencing after 1982. 


Subpara. 300(2)(a)(i) substituted by P.C. 1982-2862, September 22, 
1982, Canada Gazette, Part II, October 13, 1982, effective with re- 
spect to annuity contracts under which annuity payments commence 
after 1981. 


Paras. 300(2)(a), (b) substituted by P.C. 1982-1421, subsec. 1(2), 
May 13, 1982, Canada Gazette, Part I, May 26, 1982, effective 
with respect to annuity contracts under which annuity payments 
commence after 1981. 


(3) Where 


(a) an annuity contract is a life annuity contract 
entered into before November 17, 1978 under 
which the annuity payments commence on the 
death of an individual, 


(a.1) [Revoked] 


(b) an annuity contract (other than an annuity 
contract described in paragraph (a)) is 


(i) a life annuity contract entered into before 
October 23, 1968, or 


(ii) any other annuity contract entered into 
before January 4, 1968, 


under which the annuity payments commence 
(iii) on the expiration of a term of years, and 


(iv) before the later of January 1, 1970 or the 
tax anniversary date of the annuity contract, 


the adjusted purchase price of a taxpayer’s interest in 
the annuity contract shall be 


(c) the lump sum, if any, that the person entitled 
to the annuity payments might have accepted in 
lieu thereof, at the date the annuity payments 
commence; 

(d) if no lump sum described in paragraph (c) is 
provided for in the contract, the sum ascertaina- 
ble from the contract as the present value of the 
annuity at the date the annuity payments com- 
mence; and 

(e) if no lump sum described in paragraph (c) is 
provided for in the contract and no sum is ascer- 
tainable under paragraph (d), 


(i) in the case of a contract issued under the 
Government Annuities Act, the premiums 
paid, accumulated with interest at the rate of 
four per cent per annum to the date the annu- 
ity payments commence, and 


(ii) in the case of any other contract, the pre- 
sent value of the annuity payments at the date 
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on which payments under the contract com- 
mence, computed by applying 


(A) a rate of interest of four per cent per 
annum where the payments commence 
before 1972 and 5'h per cent per annum 
where the payments commence after 1971, 
and 


(B) the provisions of subsection (2) where 
the payments depend on the survival of a 
person. 


History: Para. 300(3)(a.1) revoked and para. 300(3)(b) substituted 
by P.C. 1983-3530, subsecs. 1(5) and 1(6), November 17, 1983, 
Canada Gazette, Part Il, November 24, 1983, applicable to taxation 
years commencing after 1982. 


All that portion of subsec. 300(3) preceding para. (c) substituted by 
P.C. 1982-1421, subsec. 1(3), May 13, 1982, Canada Gazette, Part 
II, May 25, 1982, effective January 1, 1982. 


(4) Where an annuity contract would be described in 
paragraph (3)(b) if the reference in subparagraph (iv) 
thereof to “before the later of’ were read as a refer- 
ence to “on or after the later of’, the adjusted 
purchase price of a taxpayer’s interest in the annuity 
contract at a particular time shall be the greater of 


(a) the aggregate of 


(i) the amount that would be determined in re- 
spect of that interest under paragraph (3)(c), 
(d) or (e), as the case may be, if the date re- 
ferred to therein was the tax anniversary date 
of the contract and not the date the annuity 
payments commence, and 


(ii) the adjusted purchase price that would be 
determined in respect of that interest if the 
words “and after the tax anniversary date” 
were inserted in each of subparagraphs 
148(9)(a)(i) to (iii.1) and (vi) [148(9)“adjusted 
cost basis” A to D and H] of the Act immedi- 
ately following the words “before that time” 
in each of those subparagraphs; and 


(b) the amount determined under paragraph (2)(b) 
in respect of that interest. 


History: Subpara. 300(4)(a)(ii) substituted by P.C. 1983-3530, sub- 
sec. 1(7), November 17, 1983, Canada Gazette, Part II, November 
24, 1983, applicable to taxation years commencing after 1982. 


Subsec.. 300(4) substituted by P.C. 1982-1421, subsec. 1(4), May 
13, 1982, Canada Gazette, Part Il, May 25, 1982, effective with re- 
spect to annuity contracts under which annuity payments commence 
after 1981. 


301. Life annuity contracts — (1) For the pur- 
poses of this Part and section 148 of the Act, “life 
annuity contract” means any contract under which a 
person authorized under the laws of Canada or a 
province to carry on in Canada an annuities business 
agrees to make annuity payments to an individual (in 
this section referred to as “the annuitant’) or jointly 
to two or more individuals (each of whom is referred 
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to as “the annuitant” in this section), which pay- 
ments are, by the terms of the contract, 


(a) to be paid annually or at more frequent peri- 
odic intervals; 


(b) to commence on a specified day; and 


(c) to continue throughout the lifetime of the an- 
nuitant or one or more of the annuitants. 
History: All that portion of subsec. 301(1) preceding para. (a) sub- 
stituted by P.C. 1983-3530, s. 2; November 17, 1983, Canada Ga- 
zette, Part Il, November 24, 1983, effective November 12, 1981. 


(2) For the purposes of subsection (1), a contract 
shall not fail to be a life annuity contract by reason 
that 


(a) the contract provides that the annuity pay- 
ments may be assigned by the annuitant or 
owner; 


(b) the contract provides for annuity payments to 
be made for a period ending upon the death of the 
annuitant or for a specified period of not less than 
10 years, whichever is the lesser; 


(c) the contract provides for annuity payments to 
be made for a specified period or.throughout the 
lifetime of the annuitant, whichever is longer, to 
the annuitant and thereafter, if the specified pe- 
riod is the longer, to a specified person; 


(d) the contract provides, in addition to the annu- 
ity payments to be made throughout the lifetime 
of the annuitant, for a payment to be made upon 
the annuitant’s death; 


(e) the contract provides that the date 


(i) on which the annuity payments commence, 
or 


(ii) on which the contract holder becomes en- 
titled to. proceeds of the disposition, 


may be changed with respect to the whole con- 
tract or any portion thereof at the option of the 
annuitant or owner; or 


(f) the contract provides that all or a portion of 
the proceeds payable at any particular time under 
the contract may be received in the form of an 
annuity contract other than:a life annuity contract. 


History: Paras.. 301(1)(a)-(d) revoked. and_ substituted by 
301(1)(a)-(c), (2)(a), (e) substituted, (f) added by P.C. 1982-1421, 
s.2, May 13, 1982, Canada Gazette, Part II, May 26, 1982, effec- 
tive January 1, 1982. 


Subsec. 301(1) amended by P.C. 1980-1241, May 8, 1980, Canada 
Gazette, Part II, May 28, 1980, effective in respect of 1978 et seg. 


302. [Revoked] 


History: Heading preceding s. 302 and s. 302 revoked DY YP.C: 
1983-3530, s. 3, November 17, 1983, Canada Gazette, Part II, No- 
vember 24, 1983, applicable to taxation years commencing after 
1982. 


S. 302 added by P.C. 1982-1421, s. 3, May 13, 1982, Canada Ga- 
cette, Part II, May 26, 1982, applicable to taxation years commenc- 
ing after October 28, 1980. 


Income Tax Regulations 


303. (1) Where in a taxation year the rights of a 
holder under an annuity contract cease upon termina- 
tion or cancellation of the contract and 


(a) the aggregate of all amounts, each of which is 
an amount in respect of the contract that was in- 
cluded in computing the income of the holder for 
the year or any previous taxation year by virtue 
of subsection 12(3) of the Act 


exceeds the aggregate of 


(b) such proportion of the amount determined 
under paragraph (a). that the annuity payments 
made under the contract before the rights of the 
holder have ceased is of the total of the payments 
expected to be made under the contract, and 


(c) the aggregate of all amounts, each of which is 
an amount in respect of the contract that was de- 
ductible in computing the income of the holder 
for the year or any previous year by virtue of sub- 
section (2), 


the amount of such excess may be deducted by the 
holder under subsection 20(19) of the Act in comput- 
ing his income for the year. 

History: Para. 303(1)(b) substituted by P.C. 1983-3530, s. 4, No- | 


vember 17, 1983, Canada Gazette, Part Il, November 24, 1983, ef- 
fective commencing November 12, 1981. 


(2) For the purposes of subsection 20(19) of the Act, 
where an annuity contract was acquired after De- 
cember 19, 1980 and. annuity payments under the 
contract commenced before 1982, the amount that 
may be deducted by a holder under that subsection in 
respect of an annuity contract for a taxation year is 
that proportion of 


(a) the aggregate of all amounts, each of which is 
an amount that was included in computing the in- 
come of the holder for any previous taxation year 
by virtue of subsection 12(3) of the Act in respect 
of the contract 


that 


(b) the aggregate of all annuity payments re- 
ceived by the holder in the year in respect of the 
contract 

is of 
(c) the total of the payments determined under 
paragraph 300(1)(a) or (b) in respect of the 
holder’s interest in the contract. 

History: S. 303 added by P.C. 1982-1421, s..3, May 13, 1982, 

Canada Gazette, Part II, May 26, 1982; subsec. 303(1) applicable to 


taxation years commencing after October 28, 1980; subsec. 303(2) 
effective from December 1980. 


304. Prescribed annuity contracts — (1) For 
the purposes of this Part and subsections 12.2(1), (3) 
and (4) and paragraph 148(2)(b) of the Act, pre- 
scribed annuity contract for a taxation year means 


(a) an annuity contract purchased pursuant to a 
registered pension plan, a registered retirement 
savings plan, a deferred profit: sharing plan or a 
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plan referred to in subsection 147¢15) of the Act 
as a revoked plan; 


(b) an annuity contract described in paragraph 
148(1)(c) or (e) of the Act; and 


(c) an annuity contract 


(i) under which annuity payments have com- 
menced in the taxation year or a preceding 
taxation year, 


(ii) issued by a corporation described in any of 
paragraphs 39(5)(b) to (d)’ or clause 
146(1)G)G(B) [146(1)“retirement savings 
plan’ (b)Gi)] of the Act, a life insurance corpo- 
ration, a registered charity or a corporation 
(other than a mutual fund corporation or a 
mortgage investment corporation) the princi- 

_ pal business of which is the making of loans 
(which corporation or charity is in this section 
referred to as an “issuer’), 


(iii) each holder of which 


(A) is an individual, other than a trust that 
is neither a testamentary trust nor a trust 
described in paragraph 104(4)(a) of the 
Act (in this paragraph referred to as a 
“spouse trust’), 


(B) is an annuitant under the contract, and 
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(C) throughout the taxation year, dealt at 
arm’s length with the issuer, 


(iv) the terms and conditions of which require 
that, from the time the contract meets the re- 
quirements of this paragraph, 


(A) all payments made out of the contract 

be equal annuity payments made at regular 
intervals but not less frequently than annu- 
ally, subject to the holder’s right to vary 
the frequency and quantum of payments to 
be made out of the contract in any taxation 
year without altering the present value at 
the beginning of the year of the total pay- 
ments to be made in that year out of the 
contract, 


(B) the annuity payments thereunder con- 
tinue for a fixed term or _ 


(I) where the holder is an individual 
(other than a trust), for the life of the 
first holder or until the later of the 
_ death of the first holder and the death 
of any one of the spouse, brothers and 
sisters (in this subparagraph referred to 
as “the survivor’) of the first holder, or 


(II) where the holder is a spouse trust, 
for the life of the spouse who is entitled 
to receive the income of the trust; 


_(C) where the annuity payments are to be 
made over a term that is guaranteed or 
fixed, the guaranteed or fixed term not [to] 
extend beyond the time at which 


(I) in the case of a joint and last survi- 
vor annuity, the younger of the first 
holder and the survivor, 


(II) where the holder is a spouse trust, 
the spouse who is entitled to receive the 
income of the trust, 


(III) where the holder is a testamentary 
trust other than a spouse trust, the 
youngest beneficiary under the trust, 


(IV) where the contract is held jointly, 
the younger of the first holders, or 


(V) in any other case, the first holder, 


would, if he survived, attain the age of 91 
years, 


(D) no loans exist under the contract and 
the holder’s rights under the contract not 
be disposed of otherwise than on_ the 
holder’s death or, where the holder is a 
spouse trust, on the death of the spouse 
who is entitled to receive the income of the 
trust, and 

(E) no payments be made out of the con- 
tract other than as permitted by this 
section, 


(v) none of the terms and conditions of which 
provide for any recourse against the issuer for 
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failure to make any payment under the con- 
tract, and 


(vi) where annuity payments under the con- 
tract have commenced 


(A) before 1987, in respect of which a 
holder thereof has notified the issuer in 
writing, before the end of the taxation 
year, that the contract is to be treated as a 
prescribed annuity contract, 


(B) after 1986, in respect of which a holder 
thereof has not notified the issuer in writ- 
ing, before the end of the taxation year in 
which the annuity payments under the con- 
tract commenced, that the contract is not to 
be treated as a prescribed annuity contract, 
or 


(C) after 1986, in respect of which a holder 
thereof has notified the issuer in writing, 
before the end of the taxation year in 
which the annuity payments under the con- 
tract commenced, that-the contract is not to 
be treated as a prescribed annuity contract 
and a holder thereof has rescinded the noti- 
fication by so notifying the issuer in writ- 
ing before the end of the taxation year. 


(2) Notwithstanding subsection (1), an annuity con- 
tract shall not fail to be a prescribed annuity contract 
by reason that 


(a) where the contract provides for a joint and last 
survivor annuity or is held jointly, the terms and 
conditions thereof provide that there will be a de- 
crease in the amount of the annuity payments to 
be made under the contract from the time of 
death of one of the annuitants thereunder; 


'(b) the terms and conditions thereof provide that 
where the holder thereof dies at or before the 

~ time he attains the age of 91 years, the contract 
will terminate and an amount will be paid out of 
the contract not exceeding the amount, if any, by 
which the total premiums paid under the contract 
exceeds the total annuity payments made under 
the contract; 


(c) where the annuity payments are to be made 
over a term that is guaranteed or fixed, the terms 
and conditions thereof provide that as a conse- 
quence of the death of the holder thereof during 
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the guaranteed or fixed term any payments that, 
but for the death of the holder, would be made 
during the term may be commuted into a suigle 
payment; or 


(d) the terms and conditions Hideot as they read 
on December i, 1982 and at all subsequent times, 
provide that the holder participates in the invest- 
ment earnings of the issuer and that the amount 
of such participation is to be paid within 60 days 
after the end of the year in respect of which it is 
determined. 


(3) For the purposes of this section, the annuitant 
under an annuity contract is deemed to be the holder 
of the contract where 


(a) the contract is held by race ta person in trust 
for the annuitant; or 


(b) the contract was acquired by the annuitant 
under a group term life insurance policy under 
which life insurance was effected on the life of 
another person in respect of, in the course of, or 
by virtue of the office or employment or former 
office or employment of that other person. 


(4) In this section, 


“annuitant” under an annuity contract, at any time, 
means a person who, at that time, is entitled to re- 
ceive annuity payments under the contract; 


“spouse” of a particular person means. 


(a) a person of the opposite sex who is married to 
the particular person or who is a party to a void 
or voidable marriage with the particular person, 
or . 3 


(b) a person of the opposite sex who is cohabiting 
with the particular person in a conjugal relation- 
ship and has so cohabited for a period of at least 
one year. 


History: That portion of subsec. 304(1). preceding para. (a), re- 
placed by P.C. 1994-940, s. 1, June 2, 1994, Canada Gazette, Part 
II, June 15, 1994, applicable after 1989. 


Subsec. 304(1), paras. 304(2)(a) and (c) substituted, subsecs. 304(3) 
and (4) added, by P.C. 1988-1115, s. 1, June 9, 1988, Canada Ga- 
zette, Part II, June 22, 1988, applicable to taxation years commenc- 
ing after 1986. 


That portion of subsec. 304(1) preceding para. (a) substituted by 
P.C. 1988-390, s. 2, March 3, 1988, Canada Gazette, Part I, March 
16, 1988, effective January 1, 1983. 


That portion of subsec. 304(1) preceding para. (a) substituted by 
P.C. 1986-1048, s. 1, May 1, 1986, Canada Gazette, Part Il, May 
14, 1986, applicable to taxation years commencing after 1982. 


S. 304 substituted by P.C. 1983-3530, s. 5, November 17, 1983, 
Canada Gazette, Part Il, November 24, 1983, applicable to taxation 
years commencing after 1982. 


S. 304 added by P.C. 1982-1421, s. 3, May 13, 1982; Canada Ga- 
zette, Part II, May 26, 1982; subsecs. 304(1)(4) effective with re- 
Spect to annuity contracts under which annuity payments commence 
after 1981; subsec. 304(5) applicable to taxation years commencing 
after October 28, 1980. 


Interpretation Bulletins: IT-87R2: Polieyholders income from 
life insurance policies. 
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305. Unallocated income accrued before 
1982 — (1) For the purposes of section 12:2 and 
paragraph 56(1)(d.1) of the Act, the amount at any 
time of “unallocated income accrued in respect of 
the interest before 1982, as determined in prescribed 
manner’, in respect of a taxpayer’s interest in an an- 
nuity contract (other than an interest last acquired af- 
ter December 1, 1982) or in a life insurance policy 
referred to in subsection (3), means the amount, if 
any, by which ; 


(a) the accumulating fund at December 31, 1981 
in respect of the interest — 


exceeds the aggregate of 


(b) his adjusted cost basis (within the meaning as- 
signed by paragraph 148(9)(a) [148(9)“adjusted 
cost-basis’’] of the Act) at December 31, 1981 in 
respect of the interest; and 


(c) that proportion of the amount, if any, by 
which the amount determined under paragraph 
(a) exceeds the amount determined under para- 
graph (b) that 
(i) the aggregate of all amounts each of which 
is the amount of an annuity payment received 
before that time in respect of the interest 


is of 
(ii) the taxpayer’s interest, immediately before 


the commencement of payments under the 
contract, in the total of the annuity. payments 


(A) to be made under the contract, in the 
case of a contract for a term of years cer- 
tain, or | 

(B). expected to be made under the con- 
tract, in the case of a contract under which 
the continuation of the payments depends 
in whole or in part on the survival of an 
individual. 


(2) For the purposes of paragraph (1)(c), “annuity 
payment” does not include any portion of a payment 
under a contract the amount of which cannot be rea- 
sonably determined immediately before the com- 
mencement of payments under the contract except 
where such portion cannot be so determined because 
the continuation of the annuity payments under the 
contract depends in whole or in part on the survival 
of an individual. 


(3) For the purposes of this section, an interest in an 
annuity contract to which subsection 12.2(9) of the 
Act applies shall be deemed to: be a continuation of 
the interest in the life insurance policy in respect of 
which it was issued. 

History: S. 305 added by P.C. 1983-3530, s. 5, November 17, 
1983, Canada Gazette, Part Il, November 24, 1983, applicable to 
taxation years commencing after 1982. 

Interpretation Bulletins: IT-87R2: Policyholders’ income from 
life insurance policies. 


306. Exempt policies — (1) For the purposes of 
this Part and subsection 12.2(11) of the Act, “exempt 
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policy” at any time means a life insurance policy 
(other than an annuity contract or a deposit adminis- 
tration fund policy) in respect of which the following 
conditions are met at that time: 


(a) if that time is a policy anniversary of the pol- 
icy, the accumulating fund of the policy at that 
time (determined without regard to any policy 
loan) does not exceed the total of the accumulat- 
ing funds at that time of the exemption test poli- 
cies issued at or before that time in respect of the 
policy; 


(b) assuming that the terms and conditions of the 
policy do not change from those in effect on the 
last policy anniversary of the policy at or before 
that time and, where necessary, making reasona- 
ble assumptions about all other factors (includ- 
ing, in the case of a participating life insurance 
policy within the meaning assigned by subsection 
138(12) of the Act, the assumption that the 
amounts of dividends paid will be as shown in 
the dividend scale), it is reasonable to expect that 
the condition in paragraph (a) will be met on each 
policy anniversary of the policy on which the pol- 
icy could remain in force after that time and 
before the date determined under subparagraph 
(3)(d)(ii) with respect to the exemption test poli- 
cies issued in respect of the policy; 


(c) the condition in paragraph (a) was met on all 
policy anniversaries of the policy before that 
time; and 


(d) the condition in paragraph (b) was met at all 
times on and after the first policy anniversary of 
the policy and before that time. 


Interpretation Bulletins: [T-87R2: Policyholders’ income from 
life insurance policies. 


(2) For the purposes of subsection (1), a life insur- 
ance policy that is an exempt policy on its first pol- 
icy anniversary shall be deemed to have been an ex- 
empt policy from the time of its issue until that 
anniversary. 


(3) For the purposes of this section and section 307, 
a separate exemption test policy shall be deemed to 
have been issued to a policyholder in respect of a life 
insurance policy 


(a) on the date of issue of the life insurance pol- 
icy, and 


(b) on each policy anniversary of the life insur- 
ance policy where the amount of the benefit on 
death thereunder exceeds 108 per cent of the 
amount of the benefit on death thereunder on the 
later of the date of its issue and the date of its 
preceding anniversary, if any, 


and, for the purpose of determining whether the ac- 
cumulating fund of the life insurance policy on any 
particular policy anniversary meets the condition in 
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paragraph (1)(a), each such Sietiahesan test policy 
shall be deemed 


(c) to have a benefit’ on gyi that is uniform 
throughout the term of the exemption test policy 
and equal to 


(i) where the exemption test policy is the first 
such policy issued in respect of the life insur- 
ance policy, the amount on that policy anni- 
versary of the benefit on death of the life in- 
surance .policy less the total of all amounts — 
each of which is the amount on that policy an- 
niversary of the benefit on death of another 
exemption test policy issued on or before that 
policy anniversary in respect of the life insur- 
ance policy, and 


(i) in any other case, the amount by which the 
benefit on death of the life insurance policy on 
the date the exemption test policy was issued 
exceeds 108 per cent of the amount of the 
benefit on death of the life insurance policy on 
the later of the date of issue of the life insur- 
ance policy and the date of its preceding pol- 
icy anniversary, if any; 


(d) to pay the amount of its benefit on death on 
the earlier of 


(i) the date of death of the person whose life iS 
insured under the life insurance policy, and 


(ii) the later of 


(A) ten years after the date of issue of the 
life insurance policy, and 


(B) the date that the person whose life is 
insured would, if he survived, attain the 
age of 85 years; and 


(e) to be a life insurance policy in Canada issued 
by a life insurer that carried on its life insurance 
business in Canada. 


(4) Notwithstanding subsections (1) to (3), 


(a) where at any particular time the amount of the 
benefit on death of a life insurance policy is, re- 
duced, an amount equal to such reduction (such 
amount is in this paragraph referred to as “‘the re- 
duction’) shall be applied at that.time to reduce 
the amount of the benefit on death of exemption 


cumulating fund thereof (computed without re- 
gard to any policy loan then. outstanding in 
respect of the policy) exceeds 250 per cent of the 
accumulating fund thereof on its third preceding 
policy anniversary (computed without regard to 
any policy loan then outstanding in respect of the 
policy), each exemption test policy deemed by 
subsection (3) to have been issued before that 
time in respect of the life insurance policy shall 
be deemed to have been issued on the later of the 
date of that third preceding policy anniversary 
and the date on which it was deemed by subsec- 
tion (3) to have been issued; and 


(c) where at one or more times after December 1, 


1982 


(i) a prescribed premium has been paid by a 
taxpayer in respect of an interest in-a life in- 
surance policy (other than an annuity contract 

or a deposit administration fund: policy) last 
acquired on or before that date, or 


(ii) an interest in a life insurance policy (other 
than an annuity contract or a deposit adminis- 
tration fund policy) issued on or before that | 
date has been acquired by a taxpayer from the 
person who held the interest continuously 
since that date, 


the policy shall be deemed to have been an ex- 
empt policy from the date of its issue’ until the 
earliest of those times that occurred after Decem- 
ber 1, 1982; and 


(d) a life insurance policy that ceases to be an ex- 
empt policy (other than by reason of its conver- 
sion into an annuity contract) on a policy anniver- 
sary shall be deemed to be an exempt policy on 
that anniversary 


(i) if, had that anniversary occurred 60 days 
after the date on which it did in fact occur, the 
policy would have been an exempt policy on 
that later date, or 


(ii) if the person whose life is insured under 
the policy dies on that anniversary or within 
60 days thereafter. 


test policies issued before that time in respect of | History: Subsecs. 306(1), (2) and (3) replaced by P.C. 1994-940, s. 
the life insurance policy (other than the exemp- | 2, June 2, 1994, Canada Gazette, Part II, June 15, 1994, applicable 


tion test policy issued in respect thereof pursuant 
to paragraph (3)(a)), in the order in which the 
dates of their issuance are proximate to the partic- 
ular time, by an amount equal to the lesser of 


(i) the portion, if any, of the reduction not. ap- 
plied to reduce the benefit.on death of one or 
more other such exemption test policies, and 


(a) with respect to a life insurance policy issued after March 26, 
1992, other than a policy for which written eae was 
made on or before March 26, 1992; and 


(b) with respect to a life insurance policy amended at any time 
after March 26, 1992 to increase the amount of the benefit on 
death. 


S. 306 added by P.C. 1983-3530, s. 5, November 17, 1983, Canada 


(ii) the amount, immediately before that time, | Gazette, Part II, November 24, 1983, applicable to taxation years 
of the benefit on death‘of the relevant exemp- | commencing after 1982. 


tion test policy; 


(b) where on the tenth or on any subsequent pol- | 307. Accumulating funds — (1) For the purposes 
icy anniversary of a life insurance policy, the ac- | of this Part and. section 12.2, paragraph 56(1)(d.1) 
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and section 148 of the Act, “accumulating fund” at 1401(1)(c)(@i)(A) in respect of the policy if the 
any particular time means, insurer’s taxation year ended at that particular 

time, and 


‘(a) in respect of a taxpayer’s interest in an annu- 
ity contract (other than a contract issued by a life 
insurer), the amount that is the greater of 


(i) the amount, if any, by which the cash sur- 
render value of his. interest at that time ex- 
ceeds the amount payable, if any, in respect of 
a loan outstanding at that time made under the 
contract in respect of the interest, and 


(ii) the amount, if any, by which 


(A) the present value at that time of future 
payments to be made out of the contract in 
respect of his interest . 


exceeds the aggregate. of 


(B) the present value at that time of future 
premiums to be paid under the contract in 
respect of his interest, and 


(C) the amount payable, if any, in respect 
of a loan outstanding at that time, made 
under the contract in respect of his interest; 


(b) in respect of a taxpayer’s interest in a life in- 
surance policy (other than an exemption test pol- 
icy or an annuity contract to which paragraph 
~ (1)(a) applies), the product obtained when, 

(i) where the policy is not a deposit adminis- 
tration fund policy and the particular time is 
immediately after the death of any person on 
whose life the life insurance policy is issued 

or effected, the aggregate of the maximum 

~ amounts that could be determined by the life 
insurer immediately before the death in re- 
spect of the policy under paragraph 1401(1)(c) 
and subparagraph 1401(1)(d)(i) if the mortal- 
ity rates used were adjusted to reflect the as- 
sumption that the death would occur at the 
time and in the manner that it did occur, and 


(ii) in-any other case, the maximum amount 
that could be determined at that particular 
time by the life insurer under paragraph 
1401(1)(a), computed as though there were 
only one deposit administration fund policy, 
or under paragraph 1401(1)(c), as the case 
maybe, in respect of the policy 
is multiplied by 
(iii) the taxpayer’s proportionate interest in 
the policy, 
assuming for the purposes of this paragraph that 
the life insurer carried on its life insurance busi- 
ness in Canada, its taxation year ended at the par- 
ticular time and the policy was a life insurance 
policy in Canada; and 
(c) in respect of an exemption test policy, 
(i) where the policy was issued at least 20 
years before the particular time, the amount 


that would be determined .at that particular 
time by the life: insurer under clause 


(ii) in any other case, the product obtained 
when the amount that would be determined 
under subparagraph (i) in respect of the policy 
on its twentieth policy anniversary is multi- 
plied by the quotient obtained when the num- 
ber of years since the policy was issued is di- 
vided by 20. 


(2) For the purposes of subsection (1), when comput- 
ing the accumulating fund of an interest described in 


(a) paragraph (1)(a), the amounts determined 
under clauses (1)(a)(i1)(A) and (B) shall be com- 
puted using, 


(i) where an interest rate for a period used by 
the issuer when the contract was issued in de- 
termining the terms of the contract was less 
than any rate so used fora subsequent period, 
the single rate that would, if it applied for 
each period, have produced the same terms, 
and 


(ii) in any other case, the rates used by the is- 
suer when the contract was issued in deter- 
mining the terms of the contract; 


(b) paragraph (1)(b), where an interest rate used 
for a period by a life insurer in computing the rel- 
‘evant amounts in paragraph 1403(1)(a) or (b) is 
determined under paragraph 1403(1)(c), (d) or 
(e), as the case may be, and that rate is less than 
an interest rate so determined for a subsequent 
period, the single rate that could, if it applied for 
each period, have been used in determining the 
premiums for the policy shall be used; and 


(c) paragraph (1)(c) 

(i) the rates of interest and mortality used and 
the age of the person whose life is insured 
shall be the same as those used in computing 
the amounts. described. in. paragraph 
1403(1)(a) or (b) in respect of the life insur- 
ance policy in respect of which the exemption 
test policy was issued except that 


(A). where the life insurance policy is one 
to which paragraph 1403(1)(e) applies and 
the amount determined under subpara- 
graph 1401(1)(c)(i) in respect of that pol- 
icy is greater than the amount determined 
under subparagraph 1401(1)(c)(@i) in re- 
spect thereof, the-rates of interest and mor- 
tality used may be those used in computing 
the cash surrender values of that policy, 
and 


(B) where an interest rate for a period oth- 
erwise determined under this subparagraph 
in respect of that interest is less than an in- 
terest rate so determined for a subsequent 
period, the single rate that could, if it ap- 
plied for each period, have been used in 
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determining the premiums for the life in- 
surance policy shall be used, and 


(11) notwithstanding subparagraph (i), 


(A) where the rates referred to in subpara- 
graph (i) do not exist, the minimum guar- 
anteed rates of interest used under the life 
insurance policy to determine cash surren- 
der values and the rates of mortality under 
the Commissioners 1958 Standard Ordi- 
nary Mortality Table, as published in Vol- 
ume X of the Transactions of the Society 
of Actuaries, relevant to the person whose 
life is insured under the life insurance pol- 
icy shall be used, or 


(B) where, in respect of the life insurance 
policy in respect of which the exemption 
test policy was issued, the period over 
which the amount determined under clause 
1401(1)(c)Gi)(A) does not extend to the 
date determined under subparagraph 
306(3)(d)(ii), the weighted arithmetic 
mean of the interest rates used to deter- 
mine such amount shall be used for the pe- 
riod that is after that period and before that 
date. 


(3) Notwithstanding paragraph (2)(c), 


(a) in the case of a life insurance, policy issued 
after April 30, 1985, no rate of interest used. for 
the purpose of determining the accumulating fund 
in respect of an exemption. test policy issued in 
respect thereof shall be less, than.4 Pat cent per 
annum,;. and 


(b) in the case of a life insurance policy aimed 
before May 1, 1985, no rate of interest used for 
the purpose of determining the accumulating fund 
in respect of an exemption test policy. issued in 
respect thereof shall be less than 3 per cent per 
annum. 


(4) For the purposes of paragraph (1)(c), 


(a) where on the date of issue of an exemption 
test policy the person whose life is insured has 
attained the age of 75 years, the references in par- 
agraph (1)(c) to “20” and “twentieth”? shall be 
read as references to ) 10" and “‘tenth” respec- 
tively; and 


(b) where on the date of issue of an exemption 
test policy the person whose life is insured has 
attained the age of 66 years but not the age of 75 
years, the references in paragraph (1)(c) to “20” 
and “twentieth” shall be read as references to 


(i) the number obtained when the number of 
years by which the age of the person whose 
life. 1s insured: exceeds 65. years is. subtracted 
from 20, and 


(i1) the adjectival form of the number obtained 
by performing the computation described in 
subparagraph (i), 


Income Tax Regulations 


respectively. 


(5) In this section, any amount determined. by refer- 
ence to section 1401 shall be determined 


(a) without regard to section 1402; 


(b) as if each reference therein to the term “policy 
loan” were read as if that term had the meaning 
assigned by paragraph ABO) Bae lee 
loan’’} of the Act; and PD 
(c). Vas /4f'9) clauses 1401(1)(C)G)(B) and 
1401(1)(c)Gi)(C). were read without. reference to 
the expression “or the interest thereon that has ac- 
crued to the insurer at the end of the year”. 
History: Cl. 307(2)(c)(ii)(B) amended (to correct.an incorrect ref- 
erence) by P.C. 1991-769, s. 1, April 25, 1991, Canada Gazette, 


Part II, May 8, 1991, ahaa bl to taxation years Mert after 
1982, 


Para,-307(5)(c) added by P.C. 1984- 3780, s. 2, November 29, 1984, 


- Canada Gazette, Part I, December 12, 1984, applicable to taxation 


years commencing after 1982. 


S: 307 added by P.C.' 1983-3530, s. 5, November 17; 1983, Canada 
Gazette, Part II, November 24, 1983, Tpeeaaias to taxation years 
commencing after 1982. ; 


Interpretation Bulletins: IT-87R2: Policyholders’ income from 
life insurance policies. 


308. Net cost of pure insurance and mortality 
gains and losses — (1) For the purposes of sub- 
paragraph 20(1)(e. 2)(4i) and paragraph (a) of the 
description of L in the definition “adjusted cost ba- 
sis” in subsection 148(9) of the Act, the net cost of 
pure insurance for a year in respect of a taxpayer’s 
interest ina life insurance policy is. the product ob- 
tained when the probability, computed on the basis 
of the rates of mortality under the 1969-75 mortality 
tables of the Canadian Institute of Actuaries pub- 
lished in Volume XVI of the Proceedings of the Ca- 
nadian Institute of Actuaries or on the basis de- 
scribed in subsection (1.1), that a person who has the 
same relevant characteristics as the person whose 
life is insured will die in the year is multiplied by the 
amount by which 


(a) the benefit on death in respect of the tax- 
payer’s interest at the end of the year 


exceeds 


(b) the accumulating fund (determined without 
regard to any policy Joan outstanding) in respect 
of the taxpayer’s interest in the policy at the end 
of the year or the cash surrender value of such 
interest at the end of the year, depending on the 
method regularly followed by the life insurer in 
computing net cost of pure insurance. 
Interpretation Bulletins: IT-87R2: Policyholders” income from 


life insurance policies; IT-309R2: Premiums on life i insurance: used 
as collateral. 


(1.1) Where premiums for a particular ¢lass of life 
insurance policy offered by a life insurer do not de- 
pend directly on smoking. or sex classification, the 
probability referred to in subsection (1) may be de- 
termined using rates of mortality otherwise ‘deter- 


1986 


Part II] — Annuities and Life Insurance Policies 


mined provided that for each age for such class of 
life insurance policy, the expected value of the ag- 
gregate net cost of pure insurance, calculated using 
such rates of mortality, is equal to the expected value 
of the aggregate net cost of pure insurance, calcu- 
lated using the rates of mortality under the 1969-75 
mortality tables of the Canadian Institute of Actua- 
ries published in Volume XVI of the Proceedings of 
the Canadian Institute of Actuaries.. 


(2) Subject to subsection (4), for the purposes of this 
section and subparagraph 148(9)(a)(v.1) [148(9)‘‘ad- 
justed cost basis”G] of the Act, a “mortality gain” 
immediately before the end of any calendar year af- 
ter 1982 in respect of a taxpayer’s interest in a life 
annuity contract. means such reasonable amount in 
respect of his interest therein at that time that the life 
insurer determines to be the increase to the accumu- 
lating fund in respect of the interest that occurred 
during. that year as a consequence of the survival to 
the end of the year of one or more of the annuitants 
thereunder. 


(3) Subject to subsection (4), for the purposes of this 
section and subparagraph 148(9)(a)(x1). [148(9)“ad- 
justed cost basis’(c)] of the Act, a “mortality loss” 
immediately before a particular time after 1982 in re- 
spect of an interest in a life annuity contract disposed 
of immediately after that particular time as a conse- 
quence of the death of an annuitant thereunder 
means such reasonable amount that the life insurer 
determines to be the decrease, as a consequence. of 
the death, in the accumulating fund in respect of the 
interest assuming that, in determining such decrease, 
the accumulating fund immediately after the death is 
determined in the manner described in subparagraph 
307(1)(b)(). 


(4) In determining an amount for a year in respect of 
an interest in a life annuity contract under subsection 
(2) or (3), the expected value of the mortality gains 
in respect of the interest for the year shall. be equal to 
the expected value of the. mortality losses in respect 
of the interest for the year and the mortality rates for 
the year used in computing those expected values 
shall be those that would be relevant to the interest 
and that are specified under such of paragraphs 
1403(1)(c), (d) and (e) as are applicable. 

History: That portion of subsec. 308(1) before para. (a) replaced by 
P.C. 1994-940, s. 3, June 2, 1994, Canada Gazette, Part Il, June 15, 
1994, applicable to years ending after 1989, except that for taxation 
years that ended before December 1991, the reference in subsec. 
308(1) to “subparagraph 20(1)(e.2)(ii) and paragraph (a) of the 
description of L in the definition “adjusted cost basis” in subsection 
148(9)” shall be read as “subparagraphs 20(1)(e.2)(ii) and 
148(9)(a)(ix)”. ; 

That portion of subsec. 308(1) preceding para. (a) substituted and 
subsec. (1.1) added by P.C. 1991-769, subsecs. 2(1), (2), April 25, 
1991, Canada Gazette, Part II, May 8, 1991, applicable to 1986 et 
seq. 

S. 308 added by P.C; 1983-3530, s. 5, November 17, 1983, Canada 
Gazette, Part I], November 24, 1983, applicable to taxation years 
commencing May 31, 1985. S.C. 1984, c. 1, subsec. 82(4) provides 
that s. 308 is deemed to have been validly made on November 17, 
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1983, with effect as indicated above as if para. 148(9)(a) of the Jn- 
come Tax Act as amended by 1984, c. 1, had been in force on that 
date. 


309. Prescribed premiums and prescribed in- 
creases — (1) For the purposes of subsections 
12.2(9) and 89(2) of the Act, section 306 and this 
section, a premium at any time under a life insurance 
policy is a “prescribed premium” if the. total amount 
of one or more premiums paid at that time under the 
policy exceeds. the amount. of premium that, under 
the policy, was scheduled to be paid at that time and 
that was fixed and determined on or before Decem- 
ber 1, 1982, adjusted for such of the following trans- 
actions and events that have occurred after that date 
in respect of the policy: 


(a) a change in underwriting class; 


(b) a change in premium due to a change in fre- 
quency of premium payments within a year that 
does not alter the present value, at the beginning 
of the year, of the total premiums to be paid 
under the policy in the year; 


(c) an addition or deletion of accidental death or 
guaranteed purchase option benefits or disability 
benefits that provide for annuity payments or 
waiver of premiums; 


(d) a premium adjustment as a result of interest, 
mortality or expense considerations, or of a 
change in the benefit on death under the policy 
relating to an increase in the Consumer Price In- 
dex (as published by Statistics Canada under the 
authority of the Statistics Act) where such adjust- 
ment 


(i) ts made by the life insurer on a class basis 
pursuant to the policy’s terms as they read on 
December 1, 1982, and 


(ii) is not made as a result of the exercise of a 
conversion privilege under the policy; 


(e) a change arising from the provision of an ad- 
ditional benefit on death under a participating life 
insurance policy (within the meaning assigned by 
paragraph 138(12)(k) [138(12)“participating life 
insurance policy’’] of the Act) as, on.account or in 
lieu. of payment of, or in satisfaction of 


(i) policy dividends or other distributions of 
the life insurer’s income from its participating 
life insurance business as determined under 
section 2402, or 


(ii) interest’ earned on policy dividends. that 
are held on deposit by the life insurer; 


(f) redating lapsed policies within the reinstate- 
ment. period referred to in subparagraph 
148(9)(c)(vi) [148(9)‘‘disposition’(g)] of the Act 
or redating for policy loan indebtedness; 


(g) a change in premium due to a correction of 
erroneous information contained in the applica- 
tion for the policy; 
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(h) payment of a premium after its:due date; or 
payment of a premium no more than 30 days 
before its due date, as established on or before 
December 1, 1982; and 


(i) the payment of an amount described in subpar- 
agraph 148(9)(e.1)() [148(9)“premium”(a)] of 
the Act. 


(2) For the meds Gf aubeestions 12. 249) and 39(2) 
of the Act, a “prescribed increase” in a benefit on 
death ube a life insurance policy has occurred at 
any time where the amount of the benefit on death 
under the policy at that time exceeds the amount of 
the benefit on death at that time under the policy that 
was fixed and determined on or before December 1, 
1982, adjusted for such of the following transactions 
and events that have occurred after that date in re- 
spect of the policy: 


(a) an increase resulting from: a change described 
in paragraph (1)(e); 


(b) a change as a rekaitt of interest, mortality or 
expense considerations, or an increase inthe 
Consumer Price Index (as published. by Statistics 
Canada under the authority of the Statistics Act) 
where such change is made by the life insurer on 
a class basis pursuant to the policy’s terms. as 
they read on December 1, 1982; 


(c) an increase in consequence of the prepayment 
of premiums (other than prescribed premiums) 
under the policy where such increase does not ex- 
ceed the aggregate of the premiums that would 
otherwise have been paid; 


(d) an increase in respect of a policy for which 


(1) the benefit on death was, at December 1, 
1982, a specific mathematical function of the 
policy’s cash surrender value or factors in- 
cluding the policy’s cash surrender value, and 


(ii) that function has not changed since that 
date, 


unless any part of such increase is attributable to 
a prescribed premium paid in respect of a policy 
or to income earned on such a premium; and 


(e) an increase that is granted by the life insurer 
on a class basis without consideration and not 
pursuant to any term of the contract. 


(3) For the purposes of subsections (1) and (2), a life 
insurance policy that is issued as a result of the exer- 
cise of a renewal privilege provided under the terms 
of another policy as they read on December 1, 1982 
shall be deemed to be a continuation of that other 
policy. 


(4) For the purposes of subsection (2), a life insur- 
ance policy that is issued as a result of the exercise 
of a conversion privilege provided under the terms of 
another policy as they read on December, 1, 1982 
shall be deemed to be a continuation of: that, other 
policy except that any portion of the policy relating 
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to the portion of the benefit on) death, immediately 
before the.conversion, that arose as a consequence of 
an event occurring after December 1, 1982. and: de- 
scribed in paragraph (1)(e) shall be deemed. to, be a 
separate: life insurance holies issued at the time of 
the conversion, », 1 ; 

History: S. 309 added by P.C. 1983-3530, s. 5; November 17: 


1983, Canada Gazette,’ Part Il, November 24, 1983; Robt to 
taxation years commencing after i982. 


Interpretation Bulletins: IT-66R6: Capital dividends; IT- 87R2; 
Poneyaers income from life insurance policies. | 


310. Interpretation — = - For the purposes of sections 
300, 301 and. 304 to 309 and this. section, 


“amount payable” has the meaning Yeeitat by 
paragraph 138(12)(6. iby [138(12)"amount payable”) 
of the Act; 


“benefit: on death”. does not include sity sit 
dends' or any interest thereon heldcon deposit by an 
insurer or any additional amount payable as a result 
of accidental death; 


“cash surrender value’ has the meaning assigned 
by paragraph 148(9)(b) [148(9)“cash dioeaees 
value’ ‘| of the Act; 


“life insurance policy’ has the meaning. assigned: by 
paragraph 138(12)(f) LAS th GME insurance. Poly 
icy.’]| of the Act; m 


“life insurance policy in Canada” has the meaning 
assigned by paragraph 138(12)(g) [1382)“life in- 
surance policy 1 in Canada”’] of the Act; 


“policy anniversary” includes, ‘where ‘a life insur- 
ance policy was in existence throughout a calendar 
year and there would not otherwise be a policy anni- 
versary in the year in respect of the policy, the end of 
the calendar year; 


“policy loan’’ has the meaning assigned by para- 
graph 148(9)(e) [148(9)“policy loan”} of the Act; 


“proceeds of the disposition’’ has the meaning as~ 
signed by paragraph 148(9)(e.2) ilies of 


_ the disposition’’] of the Act; 


“tax anniversary date” in relation to an annuity 
contract means the second anniversary date of the 
contract to occur after October 22, 1968. a 
History: S. 310 added by 1983-3530, s. 5, November. 17,1983, 
Canada Gazette, Part Il, November 24, 1983, applicable to taxation 
years commencing after 1982. 


Part IV — Taxable Income 
Earned in a Province by a 
Corporation 


History: Part IV was consolidated by the Consolidated Regulations 
of Canada, chapter 945, proclaimed in foree August 15, 1979, by 
P.C. 1979-1934, July 19, 1979, Canada Gazette; Part Il, sAMeust 8, 
1979, 
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Part [V — Taxable Income Earned in a Province 


400. Interpretation — (1) For the purposes of par- 
agraph 124(4)(a) [124(4)°taxable income earned in 
the year in a province’’] of the Act, a corporation’s 
“taxable income earned in the year in a province” 
means the aggregate of the taxable incomes of the 
corporation earned in the year in each of. the 
provinces. 2 32 

History: Subsec. 400(1) substituted by P.C..1981-808,'s. 1, March 


26; 1981, Canada Gazette, Part II, April 8, 1981, applicable to the 
1980 and subsequent taxation -years. 


Subsec, 400(1) substituted by P.C. 1978-3101, s. 1, October 12, 
1978, Canada Gazette, Part Il, October 25, 1978, applicable to the 
1978 and subsequent taxation years. 


(2) For the purposes of this Part, “permanent estab- 
lishment” in respect-of a corporation means a fixed 
place of business of the corporation, including an of- 
fice, a branch, a mine, an oil well, a farm, a timber- 
land, a factory, a workshop or a warehouse, and 


(a) where the corporation,does not have any fixed 
place of business it means the principal place in 
which the corporation’s. business is conducted; 


(b) where a corporation carries on business 
through an employee or agent, established in a 
‘particular place, who has general authority to 
contract for his employer or principal or who has 
a stock of merchandise owned by his employer or 
principal from which he regularly fills orders 
which he receives, the corporation shall be 
deemed to have a permanent establishment in that 
place; 


(c) an insurance corporation is deemed to have a 
permanent establishment in each province and 
country in which the corporation is registered or 
licensed to do business; 


(d) where a corporation, otherwise having a per- 
manent establishment in Canada, owns land in a 
province, such land shall be deemed to be a per- 
manent establishment; 


(e) where a corporation uses substantial machin- | 


ery or equipment in‘a particular place at any time 
in a taxation year it shall be deemed to have a 
permanent establishment in that place; 


(f) the fact that a corporation has business deal- 
ings through a commission agent, broker or other 
independent agent or maintains an office solely 
for the purchase of merchandise shall not of itself 
be held to mean that the corporation has a perma- 
nent establishment; and 


(gz) the fact that a corporation has a subsidiary 
controlled corporation in a place or a subsidiary 
controlled corporation engaged in trade or busi- 
ness in a place shall not of itself be held to mean 
that the corporation is operating a permanent es- 
tablishment in that place. 


Related Provisions: Reg. 5906— Carrying on business in a 


country. 
History: All that portion of subsec, 400(2) preceding para. (a) 
amended by P.C. 1994-139, subsec. 1(1), January 27, 1994, Canada 
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Gazette, Part Il, February 9, 1994, applicable. after 10:00. p.m. 
EDST, April 26, 1989. 


All that portion of subsec. 400(2) preceding para. (a) substituted by 
P.C. 1986-772, s. 1, March 26, 1986, Canada Gazette, Part I, April 
16, 1986, effective after October 31, 1985. 


Interpretation Bulletins: [T-177R2: Permanent establishment of 
a corporation in.a province and of a foreign enterprise in Canada; 
IT-393R2: Election re tax on rents and. timber royalties — non- 
residents. 


|.T. Technical News: No. 2 (permanent establishment in province 
through an agent). 


401. Computation of taxable income — The 
amount of taxable income of a corporation earned in 
a year in a particular province shall be determined in 
accordance with the provisions ofthis Part. 


402. General rules — (1) Where, in a taxation 
year, a corporation had a permanent establishment in 
a particular province and had no permanent estab- 
lishment outside that province, the whole of its taxa- 
ble income for the year shall be deemed to have been 
earned therein. 


(2) Where, in a taxation year, a corporation had no 
permanent establishment in a particular province, no 
part of its taxable income for the year shall be 
deemed to have been earned therein. 


(3) Except as otherwise provided, where, in a taxa- 
tion year, a corporation had a permanent establish- 
ment in a province and a permanent establishment 
outside that province, the amount of its taxable in- 
come that shall be deemed to have been earned in the 
year in the province 1s 


(a) in any case other than a case specified in para- 
graph (b) or (c), '/2 the aggregate of 


(i) that proportion of its taxable income for the 
year that the gross revenue for the year rea- 
sonably attributable to the permanent estab- 
lishment in the province is of its total gross 
revenue for the year, and 


(ii) that proportion of its taxable income for 
the year that the aggregate of the salaries and 
wages paid in the year by the corporation to 
employees of the permanent establishment in 
the province is of the aggregate of all salaries 
and wages paid in the year by the corporation; 


(b) in any case where the gross revenue for the 
year of the corporation is nil, that proportion of 
its taxable income for the year. that the aggregate 
of the salaries and wages paid in the year by the 
corporation to employees of the permanent estab- 
lishment in the province is of the aggregate of all 
salaries and wages paid in the year by. the corpo- 
ration; and 


(c) in any case where the aggregate of the salaries 
and wages paid in the year by the corporation is 
nil, that proportion of its taxable income for the 
year that the gross revenue for the year reasona- 
bly attributable to the permanent establishment in 
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the province is of its total gross revenue for the 
year. 
Forms: T2S-TC: Tax calculation supplementary — corporations. 


(4) For the purpose of determining the gross revenue 
for the year reasonably attributable to a permanent 
establishment in a province or country other than 
Canada, within the meaning of subsection (3), the 
following rules shall apply: 


(a) where the destination of a shipment of mer- 
chandise to a customer to whom the merchandise 
is sold is in the particular province or country, the 
gross revenue derived therefrom shall be attribu- 
table to the permanent establishment in the prov- 
ince or country; 


(b) except as provided in paragraph (c), where the 
destination of a shipment of. merchandise to.a 
customer to whom the merchandise is sold is in a 
province or country other than Canada in which 
the taxpayer has no permanent establishment, if 
the person negotiating the sale may reasonably be 
regarded as being attached to the permanent es- 
tablishment in the particular province or country, 
the gross revenue derived therefrom shall be at- 
tributable to that permanent establishment; 


(c) where the destination of a shipment of mer- 
chandise to a customer to whom the merchandise 
is sold is in a country. other than Canada in which 
the taxpayer has no permanent establishment, 


(i) if the merchandise was produced or manu- 
factured or produced and manufactured, en- 
tirely in the particular province by the tax- 
payer, the gross revenue derived therefrom 
shall be attributable to the permanent estab- 
lishment in the province, or 


(ii) if the merchandise was produced or manu- 
factured, or produced and manufactured, 
partly in the particular province and partly in 
another place by the taxpayer, the gross reve- 
nue derived therefrom attributable to the per- 
manent establishment in the province shall be 
that proportion thereof that the salaries and 
wages paid in the year to employees of the 
permanent establishment in the province 
where the merchandise was partly produced or 
manufactured (or partly produced and manu- 
factured) is of the aggregate of the salaries 
and wages paid in the year to employees of 
the permanent establishments where the mer- 
chandise was produced or manufactured (or 
produced and manufactured); 


(d) where a customer to whom merchandise is 
sold instructs that shipment be madé’to some 
other person and the customer’s office with 
which the sale was negotiated is located in the 
particular province or country, the gross revenue 
derived therefrom shall be attributable to the per- 
manent establishment in the province or country; 


(e) except as provided in paragraph (f), where a 
customer to whom merchandise is sold instructs 
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that shipment be made to some other person and 
the customer’s office with which the sale was ne- 
gotiated is located in a province or country other 
than Canada in which the taxpayer has no perma- 
nent establishment, if the person negotiating the 
sale may reasonably be regarded as being at- 
tached to the permanent establishment in the par- 
ticular province or country, the gross revenue de- 
rived therefrom shall be attributable to that 
permanent establishment; 


(f) where a customer to whom merchandise is 
sold instructs that shipment be made to some 
other person and the customer’s office with 
which the sale was negotiated is located in a 
country other than Canada in which the taxpayer 
has no permanent establishment, 


(i) if the merchandise was produced or manu- 
factured, or produced and manufactured, en- 
tirely in the particular province by the tax- 
payer, the gross revenue derived therefrom 
shall be attributable to the permanent estab- 
lishment in the province, or 


(11) if the merchandise was produced or manu- . 

_factured, or produced and manufactured, 
partly in the particular province and partly in 
another place by the taxpayer, the gross reve- 
nue derived therefrom attributable to the per- 
manent establishment in the province shall be 
that proportion thereof that the salaries and 
wages paid in the year to employees of the 
permanent establishment in the province 
where the merchandise was partly produced or 
manufactured (or partly produced and manu- 
factured) is of the aggregate of the salaries 
and wages paid in the year to employees of 
the permanent establishments where the mer- 
chandise was produced or manufactured (or 
produced and manufactured); 


(g) where gross revenue is derived from services 
rendered in the particular province or country, the 
gross revenue shall be attributable to the perma- 
nent establishment in the province or country; 


(h) where gross revenue is derived from services 
rendered in a province or country other than Can- 
ada in which the taxpayer has no permanent és- 
tablishment, if the person negotiating the contract 
may reasonably be regarded as being attached to 
the permanent establishment of the taxpayer in 
the particular province or country, the gross reve- 
nue shall. be, attributable to that permanent 
establishment; 


(i) where standing timber or the right to cut 
standing timber is sold and the timber limit on 
which the timber is standing is in the particular 
province or country, the gross revenue from such 
sale shall be attributable to the permanent estab- 
lishment of the taxpayer in the province or coun- 
try; and 
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(j) gross revenue which arises from leasing land 
owned by the taxpayer in a province and which is 
included in computing its income under Part I of 
the Act shall be attributable to the permanent es- 
tablishment, if any, of. the taxpayer in the. prov- 
ince where. the land is situated. 


(4.1) For the purposes of. subsections (3) and (4), 
where, in a taxation year, 


(a) the destination of a shipment of. merchandise 
to a customer to whom the merchandise is. sold 
by a corporation is in a country other than Can- 
ada or the customer to whom merchandise is sold 
by a corporation instructs that the shipment of 
merchandise be made by the corporation to an- 
other person and the customer’s office with 
which the sale was negotiated is located in a 
country other than Canada, 


(b) the corporation has a permanent establishment 
in the other country, and 


(c) the corporation.is not subject to taxation on its 
income under the laws of the other country, or its 
gross revenue derived from the sale. is not in- 
cluded in computing the income or profit or other 
base for income or profits taxation by the other 
country, because of 

(i) the provisions of any taxing statute of the 

other country, or | 
(ii), the operation of any tax treaty or conven- 
tion between Canada and the other, country, 


the following rules apply: 


(d) with respect to the gross revenue derived from 
the sale, 


(i) paragraphs 4(a) and (d) do not apply, 

(ii) that portion of paragraph 4(c) preceding 
subparagraph (i) thereof shall be read. as 
follows: 


“‘(c) where the destination of a shipment. 

- of merchandise to.a customer to whom 
the merchandise is sold is in a country 
other than Canada,” and 


(iii) that portion of paragraph A(f) preceding 
subparagraph (i) thereof shall be read as 
follows: 


“(f) where a customer to whom the mer- 
chandise is sold instructs that. shipment 
be made to some other person and the 
customer’s office with which the sale 
was. negotiated is located in a country 
other than Canada,’; and ) 


(e) for the purposes of subparagraph (3)(a)(ii), 
paragraph (3)(b) and subparagraphs (4)(c)(1):and 
(f)(ii), salaries and wages paid in the year to em- 
ployees of any permanent establishment of the 
corporation located in that other country shall be 
deemed to be nil. 


History: Subsec. 402(4.1) added by P.C. 1994-662, s. 1, April 28, 
1994, Canada Gazette, Part Il, May 18, 1994, applicable to taxation 
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years commencing after 1992, and where the corporation so elects 
by, notifying the Minister of National Revenue in writing by No- 
vember 30, 1994, to taxation years.ending after 1991. 


(5) For the purposes of subsection (3), “gross reve- 
nue” does not include interest on bonds, debentures 
or mortgages, dividends on shares of capital stock, or 
rentals or royalties from property that is not used in 
connection with the principal business operations of 
the corporation. 


(6) For the purposes of subsection (3), where part of 
the corporation’s operations were conducted in part- 
nership with one or.more-other persons 


(a) the corporation’s gross revenue for the year, 
and 


(b) the salaries and wages paid in the year by the 
corporation, 


shall include, in respect of those operations, only that 
proportion of 
(c) the total gross revenue of the partnership for 
its fiscal period ending in or coinciding with the 
year, and 


(d) the total salaries and wages paid by the part- 
nership in its fiscal period ending in or coinciding 
with the year, 


respectively, that 


(e) the corporation’s ae of the income or. loss 
of the partnership for the fiscal period. ending in 
or coinciding with the year, 


is of 
(f) the total income or loss of the partnership for 


the fiscal period ending in or coinciding with the 
year. 


(7) Where a corporation pays a fee to another person 
under an agreement pursuant to which that other per- 
son or employees of that other person perform ser- 
vices for the corporation that would normally be per- 
formed by employees of the corporation, the fee so 
paid shall be deemed to be salary paid in the year by 
the corporation and that part of the fee that may rea- 
sonably, be regarded as payment in respect of ser- 
vices rendered at a particular permanent establish- 
ment of the corporation shall be deemed to be salary 
paid to an employee of that permanent 
establishment. 


(8) For the purposes of subsection (7), a fee does not 
include a commission paid to a person who is not an 
employee of the corporation. 


History: Subsec. 402(3), all that portion of subsec. 402(4) preced- 


ing para. (a), subsec. 402(b) substituted by P.C. 1980-3346, s. 1, 


December 11, 1980, Canada Gazette, Part II, December 24, 1980, 
effective in respect of taxation years of corporations commencing 
after 1980. 

Interpretation Bulletins: [T-177R2: Permanent establishment of 
corporation in province and of foreign enterprise in Canada. 


402.1 Transitional — Taxable income earned 
in the 1978 taxation year in the Northwest 
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Territories — Where in its 1978 taxation year a 
corporation had a permanent establishment in the 
Northwest Territories, its taxable income earned in 
the year in the Northwest Territories is that propor- 
tion of the amount thereof otherwise determined in 
accordance with this Part that the number of days in 
that portion of the 1978 taxation year of the corpora- 
tion that is in 1978 is of the. number of days in the 
whole of that taxation year. 


History: S. 402.1 added by P.C. 1978-3101, s. 2, October 12, 1218, 
Canada Gazette, Part II, October 25. 1978. 


402.2 Transitional — Taxable income earned 
in the 1980 taxation year in the Yukon Terri- 
tory — Where in its 1980 taxation year a corpora- 
tion had a permanent establishment in the Yukon 
Territory, its taxable income earned in the year in the 
Yukon Territory is that proportion of the amount 
thereof otherwise determined in accordance with this 
Part that the number of days in that portion of the 
1980 taxation year of the corporation that is in 1980 
is of the number of days in the whole of that taxation 
year. 


History: S. 402.2 added by P.C. 1981-808, s. 2, March 26, 1981, 
Canada Gazette, Part Il, April 8, 1981. 


403. Insurance corporations — (1) Notwith- 
standing subsections 402(3) and (4), the amount of 
taxable income that shall be deemed to have been 
earned in a taxation year in a particular province by 
an insurance corporation is that proportion of its tax- 
able income for the year that the aggregate of 


(a) its net premiums for the year in respect of in- 
surance on property situated in. the province,.and 


(b) its net premiums for the year in respect of in- 
surance, other than on property, from contracts 
with persons resident in the province, 


is of the total of such of its net premiums for the year 
as are included in computing its income for the pur- 
poses. of Part I of the Act: 


(2) In this section, “net premiums’ ay: a corporation 
for a taxation year means the aggregate of the gross 
premiums received by the corporation in the year 
(other than consideration received for annuities), mi- 
nus the aggregate for the year of 


(a) premiums paid for reinsurance, 


(b) dividends or rebates paid or credited to poli- 
cyholders, and 


(c) rebates or returned premiums paid in respect 
of the cancellation of policies, 


by the corporation. 


(3) For the purposes of subsection (1), where an in- 
surance corporation had no permanent establishment 
in a taxation year in a particular province, 


(a) each net premium for that year in respect of 
insurance on property situated in the particular 
province shall be.deemed to be.a net premium in 
respect of imsurance- on property. situated in the 
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province in which the permanent establishment of 
the corporation to which the net premium is rea- 
sonably attributable is situated; and 


~-(b) each net premium for that year in respect of 
insurance, other than on property, from contracts 
with persons resident in the particular province 
shall be deemed to be a net premium in respect of 
insurance, other than on property, from contracts 
with persons resident in the province in which the 
permanent establishment of the corporation to 
which the net premium is reasonably attributable 

; is situated. 


404. Chartered banks — (1) Notwithstanding 
subsections 402(3) and (4), the amount of taxable in- 
come that shall be deemed to have been earned by a 
chartered bank in a taxation year in a province in 
which it had a permanent establishment is ' of the 
aggregate of 


(a) that proportion of its taxable income for the 
year that the aggregate of the salaries and wages 
paid in the year by the bank to employees of its 
permanent establishment in the province is of the 
aggregate of all salaries and wages paid in the 
year by the bank, and 


(b) twice that proportion of its taxable income for 
the year that the aggregate amount of loans and 
deposits of its permanent establishment in the 
province for the year is of the aggregate amount 
of all loans and deposits of the bank for the year. 


(2) For the purposes of subsection (1), the amount of 
loans for a taxation year is 1/12 of the aggregate of 
the amounts outstanding, on the loans made by the 
bank, at the close of business on ihe last day of each 
month in the year. 


(3) For the purposes of subsection (1), the amount of 
deposits for a taxation year is 1/12 of the aggregate 
of the amounts on deposit with the bank at the close 
of business on the last day of each month in the year. 


(4) For the purposes. of subsections (2) and (3), loans 
and deposits do not include bonds, stocks, deben- 
tures, items in transit and deposits’ in favour of Her 
Majesty in right of Canada. 

History: Subsec. 404(1) substituted by P.C. 1980-3346, s. 2, De- 
cember 11,1980, Canada Gazette, Part Il, December 24, 1980, ef- 


fective in respect of taxation years of CoMoreMeny, commencing af- 
ter 1980. 


405. Trust and loan corporations — (1) Not- 
withstanding subsections 402(3) and (4); the amount 
of taxable income that shall be deemed to have been 
earned in a taxation year by a trust and loan corpora- 
tion, trust corporation or loan corporation in a prov- 
ince in which it had a permanent establishment is 
that proportion of its taxable income for the year that 
the gross revenue for the year of its permanent estab- 
lishment in the province is of the total gross revenue 
for the year. of the corporation: 


1992 


Part IV — Taxable Income Earned in a Province 


(2) In subsection (1), “gross revenue for the year of 
its permanent establishment in the province” means 
the aggregate of the gross revenue of the corporation 
for the year arising from 


(a) loans secured by lands situated in the 
province; 


(b) loans, not secured by land, to persons residing 
in the province; 


(c) loans 


(1) to. persons residing in a province or country 
other than Canada in which the corporation 
has no permanent establishment, and 


(ii) administered by a permanent establish- 
ment in the province, 


except loans secured by land situated in a prov- 
ince or country other than Canada in which the 
corporation has a permanent establishment; and 


(d) business conducted at the permanent estab- 
lishment in the province, other than revenue in 
respect of loans. 

History: S. 405 substituted by P.C. 1980-3346, s. 3, December 11, 


1980, Canada Gazette, Part Il, December 24, 1980, effective in re- 
spect of taxation years of corporations commencing after 1980. 


406. Railway corporations — (1) Notwithstand- 
ing subsections 402(3) and (4), the amount of taxa- 
ble income that shall be deemed to have been earned 
by a railway corporation in a taxation year in a prov- 
ince in which it had a permanent establishment is, 
unless subsection (2) applies, '/2 the aggregate of 


(a) that proportion of the taxable income of the 
corporation for the year that the equated track 
miles of the corporation in the province is of the 
equated track miles of the corporation in Canada; 
and 


(b) that proportion of the taxable income of the 
corporation for the year that the gross ton miles 
of the corporation for the year in the province is 
of the gross ton miles of the corporation for the 
year in Canada. 


(2) Where a corporation to which subsection (1) 
would apply, if this subsection did not apply thereto, 
operates an airline service, ships or hotels or receives 
substantial revenues that are petroleum or natural gas 
royalties, or does a combination of two or more of 
those things, the amount of its taxable income that 
shall be deemed to have been earned in a taxation 
year in a province in which it had a permanent estab- 
lishment is the aggregate of the amounts computed 


(a) by applying the provisions of section 407 to 
that part of its taxable income for the year that 
may reasonably be considered to have arisen 
from the operation of the airline service; 


(b) by applying the provisions of section 410 to 
that part of its taxable income for the year that 
may reasonably be considered to have arisen 
from the operation of the ships; 
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(c) by applying the provisions of section 402 to 
that part of its taxable income for the year that 
may reasonably be considered to have arisen 
from the operation of the hotels; 


(d) by applying the provisions of section 402 to 
that part of its taxable income for the year that 
may reasonably be considered to have arisen 
from the ownership by the taxpayer of petroleum 
or natural gas rights or any interest therein; and 


(e) by applying the provisions of subsection (1) to 
the remaining portion of its taxable income for 
the year. 


(3) In this section, “equated track miles” in a speci- 
fied place means the aggregate of 


(a) the number of miles of first main track, 


(b) 80 per cent of the number of miles of other 
main tracks, and 


(c) 50 per cent of the number of miles of yard 
tracks and sidings, 


in that place. 


(4) For the purpose of making an allocation under 
paragraph (2)(b), a reference in section 410 to “sala- 
ries and wages paid in the year by the corporation to 
employees” shall be read as a reference to salaries 
and wages paid by the corporation to employees em- 
ployed in the operation of permanent establishments 
(other than ships) maintained for the shipping 
business. 


(5) For the purpose of making an allocation under 
paragraph (2)(c), 
(a) a reference in section 402 to “gross revenue 
for the year reasonably attributable to the perma- 
nent establishment in the province” shall be read 
as a reference to the gross revenue of the tax- 
payer from operating hotels therein; 


(b) a reference in section 402 to “‘total gross reve- 
nue for the year” shall be read as a reference to 
the total gross revenue of the taxpayer for the 
year from operating hotels; and 


(c) a reference in section 402 to “salaries and 
wages paid in the year by the corporation to em- 
ployees” shall be read as a reference to salaries 
and wages paid to employees engaged in the op- 
erations of its hotels. 


(6) Notwithstanding subsection 402(5), for the pur- 
pose of making an allocation under paragraph (2)(d), 


(a) a reference in section 402 to “gross revenue 
for the year reasonably attributable to the perma- 
nent establishment in the province” shall be read 
as a reference to the gross revenue of the tax- 
payer from the ownership by the taxpayer of pe- 
troleum and natural gas rights in lands in the 
province and any interest therein, 


(b) a reference in section 402 to “total gross reve- 
nue for the year’ shall be read as a reference to 
the total gross revenue of the taxpayer from own- 
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ership by the taxpayer of petroleum and natural 
gas rights and any interest therein; and 


(c) a reference in section 402 to “salaries and 
wages paid in the year by the corporation to em- 
ployees” shall be read as a reference to salaries 
and wages paid to employees employed in con- 
nection with the corporation’s petroleum and nat- 
ural gas rights and interests therein. 


History: All that portion of subsec. 406(1) preceding para. (a), and 
subsec. 406(2) substituted by P.C. 1980-3346,:s. 4, December 11, 
1980, Canada Gazette, Part Il, December 24, 1980, effective in re- 
spect of taxation years of corporations commencing after 1980. 


407. Airline corporations — (1) Notwithstanding 
subsections 402(3) and (4), the amount of taxable in- 
come that shall be deemed to have been earned in a 
taxation year by an airline corporation in a province 
in which it had a permanent establishment is the 
amount that is equal to '/4 of the aggregate of 


(a) that proportion of its taxable income for the 
year that the capital cost of all the corporation’s 
fixed assets, except aircraft, in the province at the 
end of the year is of the capital cost of all its 
fixed assets, except aircraft, in Canada at the end 
of the year; and 


(b) that proportion of its taxable income for the 
year that three times the number of revenue plane 
miles flown by its aircraft in the province during 
the year is of the total number of revenue plane 
miles flown by its aircraft in Canada during the 
year other than miles flown in a province in 
which the corporation had no permanent 
establishment. 


(2) For the purposes of this section,. “revenue plane 
miles flown” shall be weighted according to take-off 
weight of the aircraft operated. 


(3) For the purposes of this section, “take-off 
weight” of an aircraft means 


(a) for an aircraft in respect of which an applica- 
tion form for a Certificate of Airworthiness has 
been submitted’ to and accepted by the Depart- 
ment of Transport, the maximum permissible 
take-off weight, in pounds, shown on the form; 
and 


(b) for any other aircraft, the weight, in pounds, 
that may reasonably be considered to be the 
equivalent of the weight referred to in paragraph 


(a). 


History: Para. 407(1)(b) substituted by P.C. 1994-662, s. 2, April 
28, 1994, Canada Gazette, Part II, May 18, 1994, applicable to tax- 
ation years commencing after 1992. 


Subsec. 407(1) substituted by P.C. 1980-3346, s. 5, December 11s 
1980, Canada Gazette, Part II, December 24, 1980, effective in re- 
spect of taxation years of corporations commencing after 1980. 


Subsecs. 407(2), (3) substituted by P.C. 1978-1004, s. 1, April 6, 
1978, Canada Gazette, Part II, April 26, 1978, applicable to taxa- 
tion years commencing on and after January 1, 1978. 
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408. Grain elevator operators — Notwithstand- 
ing subsections 402(3) and (4), the amount of taxa- 
ble income of a corporation whose chief business is 
the operation of grain elevators that shall be deemed 
to have been earned by that corporation in a taxation 
year in a province in which it had a permanent estab- 
lishment is '/2 of the aggregate of 


(a) that proportion of its taxable income for the 
year that the number of bushels of grain received 
in the year in the elevators operated by the corpo- 
ration in the province is of the total number of 
bushels of grain received in the year in all the ele- 
vators operated by the corporation; and 


(b) that proportion of its taxable income for the 
year that the aggregate of salaries and wages paid 
in the year by the corporation to employees of its 
permanent establishment in the province is of the 
aggregate of all salaries and wages paid in the 
year by the corporation. 


History: S. 408 substituted by P.C. 1980-3346, s. 6, December 11, 
1980, Canada Gazette, Part 11, December 24, 1980, effective in re- 
spect of taxation years of corporations commencing after 1980. 


409. Bus and truck operators — Notwithstand- 
ing subsections 402(3) and (4), the amount of taxa- 
ble income of a corporation whose chief business is 
the transportation of goods or passengers (other than 
by the operation of a railway, ship or airline service) 
that shall be deemed to have been earned by that cor- 
poration in a taxation year in a province in which it 
had a permanent establishment is '/2 of the aggregate 
of 


(a) that proportion of its taxable income for the 
year that the number of kilometres driven by the 
corporation’s vehicles, whether owned or leased, 
on roads in the province in the year is of the total 
number of kilometres driven by those vehicles in 
the year on roads other than roads in provinces or 
countries in which the corporation had no perma- 
nent establishment; and 


(b) that proportion of its taxable income for the 
year that the aggregate of salaries and wages paid 
in the year by the corporation to employees of its 
permanent establishment in the province is of the 
aggregate of all salaries and wages paid in the 
year by the corporation. 


History: Para. 409(a) substituted by P.C. 1986-1251, s. 1, May 29, 
1986, Canada Gazette, Part II, June 11, 1986, applicable to 1985 et 
Seq. 

S. 409 substituted by P.C. 1980-3346, s. 7, December 11, 1980, 


Canada Gazette, Part Il, December 24, 1980, effective in respect of 
taxation years of corporations commencing after 1980. 


410. Ship operators — (1) Notwithstanding sub- 
sections 402(3) and (4), the amount of taxable in- 
come. of a corporation whose chief business is the 
operation of ships that shall be deemed to have been 
earned by the corporation in a taxation’ year in a 
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province in which t-had a permanent establishment 
is the aggregate of, 


(a) that portion’ of, its allocable.income for the 
year that.its port-call-tonnage in the province is 
of its total port-call-tonnage in all-the provinces 
in which it had a permanent. establishment; and 


(b) if its. taxable income for.the year exceeds its 
- allocable income. for the year, that proportion of 
the excess that the aggregate of the salaries and 
wages paid in the year by the corporation to em- 
ployees of the permanent .establishment. (other 
than a ship) in the province is of the aggregate of 
salaries and wages paid in the year by the corpo- 
ration to employees of its permanent establish- 
~ ments (other than ships) in Canada. 4: 


(2) In this section, 


(a) “allocable income: for the year’ means that 

_ proportion of the taxable income of the corpora- 
tion for the year that its total'port-call-tonnage in 
Canada is of its, total port-call-tonnage in all 
countries; and ' 


(b) “port-call-tonnage” in a province or country 
means the aggregate of the products obtained by 
multiplying, for each.ship.operated by the corpo- 
ration, the number of calls made.in the year by 
that ship at, ports in that province or country by 
the number of tons of the registered net tonnage 
of that ship. 
History: S. 410 substituted by P.C. 1980-3346, s..7, December 11, 


1980, Canada Gazette, Part Il,,December 24, 1980, effective in’ re- 
spect of taxation.years of corporations commencing after 1980, 


411. Pipeline operators — Notwithstanding sub- 
sections 402(3) and (4), the amount of taxable in- 
come of a corporation whose chief business is the 
operation of a pipeline that shall be deemed to have 
been earned by that corporation in a taxation year in 
a province in which it had a permanent establishment 
is ‘4 of the aggregate of 


(a) that proportion of its taxable income for the 
year that the number of miles of pipeline of the 
corporation in the province.is of the number of 
miles of pipeline of the corporation in all the 
provinces in which it had a permanent establish- 
ment; and 


(b) that proportion of its taxable income for the 
year that the aggregate of the salaries and wages 
paid in the year by the corporation to employees 
of its permanent establishment in the province is 
of the aggregate of salaries and wages paid in the 
year by the corporation to employees of its per- 
manent establishments in Canada. 

History: S. 411 substituted by P.C. 1980-3346, s. 7, December. 11, 

1980. Canada Gazette, Part 11, December 24, 1980, effective in re- 

spect of taxation years of corporations commencing after 1980. 


412. Divided businesses — Where part of the 
business of a corporation for ‘a taxation year, other 
than: a ‘corporation: described in section 403, 404, 
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405; 406; 407, 408, 409;410'or 411, consisted of op- 
erations normally conducted by a corporation de- 
scribed in one of those sections, the corporation and 
the Minister may agree’ to determine the amount of 


‘taxable income deemed to have: been earned in the 


year ina particular province ‘to be the aggregate of 
the amounts computed 


(a). by applying the provisions of such of those 
sections as would have been applicable if it had 
been a corporation described therein to the por- 

> tion of its taxable income for the year that might 
reasonably be considered to have arisen from that 
part of the business; and 


(b) by applying the provisions of section 402 to 
the remaining portion of its taxable income for 
the year. 


413. Non-resident corporations — (1) For the 
purposes of this Part, where a corporation is not resi- 
dent in Canada, “salaries and wages paid in the year” 
by the corporation does not include salaries and 
wages paid to employees of a permanent establish- 
ment outside Canada and “taxable income” shall be 
deemed to refer to taxable income earned in Canada 
as determined under section 115 of. the Act. 


(2) For the purposes of paragraph 402(3)(a), where a 
corporation is not resident in Canada, “total gross 
revenue for the year” of the corporation does not in- 
clude gross revenue reasonably attributable to a per- 
manent establishment outside Canada: 


414, Nova Scotia offshore area — For the pur- 
pose of subsection 123(2) of the Act, the “amount 
taxable earned by the corporation in the year in the 
Nova Scotia offshore area”, in respect of a corpora- 
tion for a taxation year, means the amount of taxable 
income of the corporation earned in the year that 
would be allocated under this Part to the Nova Scotia 
offshore area if the reference to the word “province” 
in this Part were read as “Nova Scotia offshore 


9 


area. 


415. For the purposes of this Part and subsection 
123(2) of the Act, “Nova Scotia offshore area” has 
the meaning assigned to the expression “offshore 
area” by subsection 63(1) of the Canada-Nova Sco- 
tia Oil and Gas Agreement Act. 

History: Ss. 414 and 415 added by P.C. 1985-2433, August 7, 


1985, Canada Gazette, Part I, August 21, 1985, applicable to taxa- 
tion years commencing after June 22, 1984. 


Part V — Non-Resident- 
Owned Investment 
Corporations 


History: Part V was consolidated by the Consolidated Regulations 
of Canada, chapter 945, proclaimed in force August 15, 1979, by 
P.C. 1979-1934; July 19, 1979, Canada Gazette, Part Il, August 8, 
1979. 
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500. Elections — Any election by a corporation to 
be taxed under section 133 of the Act shall be made 
by forwarding by registered mail to the Direc- 
tor—TLaxation at the District Office of the Department 
of National Revenue, Taxation that serves the area in 
which the head office of the corporation is located 
the following documents: 


(a) a letter stating that the corporation elects to be 
taxed under the said section 133; 


(b) a certified copy of the resolution of the direc- 
tors of the corporation authorizing the election to 
be made; and 


(c) a certified list showing 


(i) the names and addresses of the registered 
shareholders and the number of shares of each 
class held by each, 


(ii) the names and addresses of the holders of 
the corporation’s bonds, debentures, or other 
funded indebtedness, if any, and 


(iii) the names and addresses of the beneficial 
owners of shares, bonds, debentures, or other 
funded indebtedness in cases where the regis- 
tered shareholders or holders, as the case may 
be,.are not the beneficial owners. 


History: S. 500 amended by P.C. 1983-867, March 25, 1983, Can- 
ada Gazette, Part II, April, 1983, to substitute “Director-Taxation at 
the District Office of the Department of National Revenue, Taxation 
that serves the area in which the head office of the corporation is 
located” for ‘ ‘Deputy Minister of National Revenue for Taxation at 
Ottawa”, and to remove the requirement to file duplicate copies of 
the doctimenits listed. 


501. Elections revoked — Any election to be 
taxed under section 133 of the Act shall be revoked 
by a corporation by forwarding by registered mail to 
the Deputy Minister of National Revenue for Taxa- 
tion at Ottawa the following documents in duplicate: 


(a) a letter stating that the corporation revokes its 
election; and 


(b).a certified copy of the resolution of the direc- 
tors of the corporation authorizing the election to 
be revoked. : 


502. Certificates of changes of ownership — 
A corporation which is taxable under section 133 of 
the Act shall attach to its return of income required 


under subsection 150(1) of the Act, a certified state- 


ment showing any changes. during the taxation year 
in the information referred to in paragraph 500(c). 


503. [Revoked] 


History: S. 503 revoked by P.C. 1980-502, s. 1, February 8, 1980, 
Canada. Gazette, Part II, February 27, 1980, effective January 1, 
1979, 
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600. [Prescribed provisions] — For the purposes 
of paragraphs 220(3.2)(a) and (b) of the Act, the fol- 
lowing are prescribed provisions: 


(a) section 21 of the Act: 


(b) subsections 13(4) and (7.4), 14(6), 44(1) and 
(6), 45(2) and (3), 50(1), 53(2.1), 70(6.2), (9), 
(9.1), (9.2) and (9.3), 72(2), 73(1), 80(3), 80.1(4), 
82(3), 83(2), 104(5.3) and (14), 110.4(2), 
146.01(7), 164(6) and 184(3) of the Act; — 
(b.1) subsection 249.1(4) of the Act, if the elec- 
tion referred to in that subsection is filed with the 
Minister before the end of the third month after 
the month in which this paragraph is published in 
the Canada Gazette, Part II; 


(c) paragraphs 48(1)(a) and (c), 66.7(7)(c), (d) 
and (e) and (8)(c), (d) and (e), 80.01(4)(c) and 
128.1(4)(d) of the Act; 


(c.1) subparagraph 128.1(4)(b)(iv) of the Act; and 


(d) subsections 1103(1), (2) and (2d) and 
5907(2.1) of these Regulations. 


History: Paras. 600(b) and (c) amended and (b.1) added by P.C. 
1997-1472, s. 1, October 9, 1997, Canada Gazette, Part II, October 
29, 1997, eitdceve October 29, 1997. 


Paras. 600(b), (c) and (d) amended by P. C. 1996- 214, February 20, 
1996, Canada Gazette, Part II, March 6, 1996, effective March 6, 
1996. 


Paras. 600(b), (c) and (d) amended and para. (c.1) added; by P.C. 
1995-1210, July 26, 1995, Canada Gazette, Part Il, August 9, 1995. 
Paras. 600(b) and (c) amended by P.C. 1993-1942, December 2, 
1993, Canada Gazette, Part II, December 15, 1993. 

Part VI (s. 600) added by P.C. 1992-914, May 7, 1992, Canada Ga- 
zette, Part II, May 20, 1992 effective certahehcing December 17, 
1991; 

Former Part VI “Credit Union Reserves”, revoked by P.C. 1990- 
2779, s. 1, December 20, 1990, Canada Gazette, Part II, January 16, 
1991, applicable to taxation years commencing after June 17, 1987 
that end after 1987. 


Information Circulars: 92-1: Guidelines for accepting late, 
amended or revoked elections. 
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Part VII — Logging Taxes on 
Income 


History: Part VII was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed. in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part I, August 
8, 1979, 


Heading preceding s. 700 substituted by P.C..1978- 1315; St hy een 
20, 1978, Canada Gazette, Part II, May 10, 1978. 


700. Logging — (1) Except as provided in subsec- 
tion (2), for the purposes of paragraph 127(2)(a) 
[127(2)“income for the year from logging operations 
in the province”] of the Act “income for the year 
from logging operations in the BRS means the 
aggregate of 


(a) where standing sitotet is cut in the province 
by the taxpayer or logs cut from standing timber 
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in the province are acquired by the taxpayer and 
the logs so obtained are sold by the taxpayer in 
the province before or on delivery to a sawmill, 
pulp or paper plant or other place for processing 
logs, the taxpayer’s income for the year from the 
sale, other than any portion thereof that.was in- 
cluded in computing the taxpayer’s income from 
logging operations in the province for.a previous 
_ year; | | 


(b) where standing timber in the province or the 
right to cut standing timber in the province is sold 
by the taxpayer, the taxpayer’s income for the 
year from the sale, other than any portion thereof 
that was included in computing the taxpayer’s in- 
come from logging operations in the province for 
a previous year; 


(c) where standing timber is cut in the province 
by the taxpayer or logs cut from standing timber 
in the province are acquired by the taxpayer, if 
the logs so obtained are 


(i) exported from the province and are sold by 
him prior to or on delivery to a sawmill, pulp 
or paper plant or other place for processing 
logs, or 


(ii) exported from Canada, 


the amount computed by deducting from the 
value, as determined by the province, of the logs 
so exported in the year, the aggregate of the costs 
of acquiring, cutting, transporting and selling the 
logs; and 


(d) where standing timber is cut in the province 
by the taxpayer or logs cut from standing timber 
in the province are acquired by the taxpayer, if 
the logs are processed by the taxpayer or) by a 
person on his behalf in a sawmill, pulp or paper 
plant or other place for processing logs in Can- 
ada, the income of the taxpayer for the year from 
“all sources minus the aggregate of 


(i) his income from sources other than logging 
operations carried on in Canada and other 
than the processing in Canada by him or on 
his behalf and sale by him of logs, timber and 
products produced therefrom, 


(ii) each amount included in the aggregate de- 
termined under this subsection by virtue of 
paragraph (a), (b) or (c), and 


(iii) an amount equal to eight per cent of the 


original cost to him of properties described in: 


Schedule II used by him in the year in the 
processing of logs or products derived there- 
from or, if the amount so determined is 
greater than 65 per cent of the income remain- 
ing after making the deductions under subpar- 
agraphs (i) and (ii), 65 per cent of the income 
so remaining or, if the. amount so determined 
is less than 35 per cent of the income so re- 
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maining, 35. per cent of the. income so 
remaining, pace 

History: Paras. 700(1)(a), (b) substituted by PC. 1992-1862, Au- 
gust 27, 1992; Canada Gazette, Part Il; September 9, 1992, applica- 
ble in respect of taxation years beginning after 1990. 

All that portion of para. 700(1)(d) preceding subpara, :(ii) and all 
that portion of para. 700(2)(b) preceding subpara. (ii) substituted by 
P.C. 1987-2355, November 26, 1987, Canada Gazette, Part II, De- 


cember 9, 1987, applicable to taxation years ending after December 
OPAL Sus 


(2) Where the taxpayer cuts standing timber or ac- 
quires logs cut from standing timber in more than 
one province, for the purposes of paragraph 
127(2)(a) [127(2)“income for the year from logging 
operations in the province’’] of the Act “income for 
the year from logging operations in the province” 
means the aggregate of 


(a) the amounts determined in respect of that 
province in accordance with paragraphs (1)(a), 
(b) and (c); and 


(b) where the logs are processed by the taxpayer 
or by a person on his-behalf in a sawmill, pulp or 
paper plant or other place for processing logs in 
Canada, an amount. equal to the proportion of the 
income of the taxpayer for the year from all 
sources minus the aggregate of 


(i) his income from sources other than logging 
operations carried on in Canada and other 
than the processing in Canada by him or on 
his behalf and sale by him of logs, timber and 
products produced therefrom, 


(ii) the aggregate of amounts determined in 
respect of each province in accordance with 
paragraphs (1)(a), (b) and (c), and 


(iii) an amount equal to eight per cent of the 
original cost to him of properties described in 
Schedule II used by him in the year in the 
processing of logs or products derived there- 
from or, if the amount so determined is 
greater than 65 per cent of the income remain- 
ing after making the deductions under subpar- 
agraphs (i) and (ii), 65 per cent of the income 
so remaining or, if the amount so determined 
is less than 35 per cent of the income so re- 
maining, 35 per cent of the income so 
remaining, 


that 


(iv) the quantity of standing timber cut in the 
province in the year by the taxpayer and logs 
cut from standing timber in the province ac- 
quired by the taxpayer in the year, 


is of 
(v)..the. total quantity of standing timber cut 
and logs acquired in the year by the taxpayer. 


Forms: T2S(21): Federal foreign income tax credits and federal 
logging tax credit. 
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(3) For the purposes of paragraph 127(2)(b) 
[127(2)“logging tax’’] of the Act, the tax imposed by 
the legislature of . 


(a) the Province of British Columbia under the 
Logging Tax Act of that province, and 


(b) [Revoked] 


(c) the Province of Quebec under Part VII of the 
Taxation Act of that province, 


are each declared to be a tax of general appHceHon 
on income from logging operations. 

History: Para. 700(3)(b) revoked, (c) substituted by P.C. 1982- 
3879, December 16, 1982, Canada Gazette, Part II, January 12, 
1983, applicable, as to para. 700(3)(b), in respect of taxation years 
ending after March 30, 1972, and, as to para. 700(3)(c), in SS of 
1972 -et seq. 


701. [Revoked] 


History: S. 701 revoked by P.C. 1978-1315, s..2, April 20, 1978, 
Canada Gazette, Part Il, May 10, 1978. 


Part Vill — nance 
Taxes 


History: Part VIII was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 
8, 1979. 


800. Registered non-resident insurers — For 
the purposes of subsection 215(4) of the Act, subsec- 
tions 215(1), (2) and (3) of the Act do not apply to 
amounts paid or credited to a registered non-resident 
insurer. 


801. Filing of returns by non-resident insur- 
ers — For the purposes of subsection 215(4) of the 
Act, where a taxpayer is a registered non-resident in- 
surer in a taxation year, the taxpayer shall file a re- 
turn in respect thereof in prescribed form with the 
Minister within the six month period immediately 
following the end of the year. 

History: S. 801 substituted by P.C. 1990-2002, s. 1, Seniainel 20, 
1990, Canada Gazette, Part II, October 10, 1990, applicable in re- 


spect of taxation years beginning after June 17, 1987 and ending 
after 1987. 


Forms: T2016: Part XIII tax return — tax on income from Canada 
of registered non-resident insurers. 


802. Amounts taxable — Eo the purposes of par- 
agraph 214(13)(c) of the Act, the amounts taxable 
under Part XII of the Act in a relevant taxation year 
of a taxpayer are amounts paid or credited to the tax- 
payer in the relevant taxation year other than 
amounts included pursuant to Part I of the Act in 
computing the taxpayer’s income from a business 
carried on by it in Canada. 


803. Payment of tax by non-resident insur- 
ers — For the purposes of subsection 215(4) of the 
Act, a taxpayer shall pay to the Receiver General, on 
or before the last day on which the return in respect 
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of a relevant taxation year is required to be filed pur- 
suant to section 801, the tax payable by the: taxpayer 
under Part XIII of the Act on amounts referred to in 
section 802 in PORN of the relevant taxation year. 


804. Interpretation — In this part, “registered non- 
resident insurer” means a non-resident corporation 
registered to carry on business in Canada under Part 
VIII of the Canadian and British Insurance Compa- 
nies Act or under the Foreign Insurance Companies 
Act. 


History: The heading preceding s. 800, ‘and ss. 800 to 804, were 
substituted by P.C. 1979-1485, May 17, 1979, Canada Gazette, Part 
II, June 13, 1979, effective for 1978 et seq. 


805. Other non-resident persons — (1) Every 
non-resident person who carries on business in Can- 
ada shall be taxable under Part XIU of the Act on all 
amounts otherwise taxable under ae Part except 
those amounts that 


(a) may reasonably be attributed to the business 
carried on by him through a permanent establish- 

-ment (within the meaning assigned by subsection 
400(2) or that would be assigned by that subsec- 
tion if he were a corporation) in Canada; or — 

~(b) are required by subparagraph 115(1)(a)(iii.3) 
of the Act to be included in computing his taxa- 
ble income earned in the year in Canada. 


(2) Where the Minister is satisfied that under subsec- 
tion (1) an amount is not taxable under Part XIII of 
the Act, he may permit payment to be made to the 
non-resident person without any deduction being 
made under section 215 of the Act. 


(3) Subsections (1) and (2) do not apply in respect of 
amounts upon which tax under Part XIII of the Act is 
payable in a relevant taxation year by a taxpayer re- 
quired by section 801 to file the return described in 
that section in respect of that year. 


History: Para 805(1)(a) substituted by P.C. 1988-390, s. 3, March 
3, 1988, Canada Gazette, Part Il, March 16, 1988. 
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Para. 805(1)(b) substituted by P.C. 1984-3789, s. 3, November 29, 
1984, Canada Gazette, Part II, December 12, 1984. 


Subsec. 805(1) substituted by P.C. 1981-2208, s. 1, August 19, 
1981, Canada Gazette, Part Il, September 9, 1981, applicable to 
taxation years ending after December 11, 1979. 


Interpretation Bulletins: IT-420R3: Non-residents — income 
earned in Canada; IT-438R2: Crown charges — resource properties 
in Canada. - 


806. International organizations and agen- 
cies — For the purposes of clause 212(1)(b)(ii)(B) 
of the Act, the following international organizations 
and agencies are hereby prescribed: 


(a) Bank for International Settlements; 
(b) European Fund; 


(c) International Bank for Reconstruction and 
Development; 


(d) International Development Association; 
(e) International Finance Corporation; and 
(f) International Monetary Fund. 


806.1 For the purposes of subparagraph 212(1)(b)(x) 
of the Act, the Bank for International Settlements 
and the European Bank for Reconstruction and De- 
velopment are prescribed international agencies. 


History: S. 806.1 substituted by P.C. 1994-270, February 16, 1994, 
Canada Gazette, Part Il, March 9, 1994, applicable after 1990. 


S. 806.1 added by P.C. 1988-390, s. 4, March 3, 1988, Canada Ga- 
zette, Part II, March 16, 1988, effective May 24, 1985. 


806.2 Prescribed obligation — For the purpose 
of paragraph 212(1)(b) of the Act, an obligation is a 
prescribed obligation if it is an indexed debt obliga- 
tion and no amount payable in respect of it is 


(a) contingent or dependent upon the use of, or 
production from, property in Canada; or 


(b) computed by reference to 


(i) revenue, profit, cash flow, commodity 
price or any other similar criterion, other than 
a change in the purchasing power of money, 
or 


(ii) dividends paid or payable to shareholders 
of any class of shares. 
History: S. 806.2 amended by P.C. 1996-1419, s. 2, September 11, 


1996, Canada Gazette, Part II, October 2, 1996, applicable to debt 
obligations issued after October 16, 1991. 


§. 806.2 added by P.C. 1993-1331, June 16, 1993, Canada Gazette, 
Part II, June 30, 1993, applicable in respect of debt obligations is- 
sued after October 16, 1991. 

Interpretation Bulletins: IT-361R3: Exemption from Part XIII 
tax on interest payments to non-residents. 


807. Identification of obligations — For the pur- 
poses of subsection 240(2) of the Act, the letters 
““AX” or the letter “F” as the case may be, shall be 
clearly and indelibly printed in gothic or similar style 
capital letters of seven point or larger size either as a 
prefix to the coupon number or on the lower right 
hand corner of each coupon or other writing issued 
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in evidence of a right to interest on an obligation re- 
ferred to in that subsection. 


808. Allowances in respect of investment in 
property in Canada — (1) For the purposes of 
paragraph 219(1)(h) of the Act, a corporation’s al- 
lowance for a taxation year in respect of its invest- 
ment in property in Canada is hereby prescribed to 
be the amount, if any, by which 


(a) the corporation’s qualified investment in 
property in Canada at the end of the year, 


exceeds 
(b) the aggregate of 


(i) all allowances computed under this section 
as it read in its application to each of the taxa- 
tion years of the corporation that ended before 
1972 to the extent that for those taxation years 
such allowances reduced the amount on which 
the corporation was taxable under subsection 
110B(1) of the Act as it read in its application 
to those taxation years, and 


(ii) the capital investment of the corporation 
in property in Canada at the end of the corpo- 
ration’s 1960 taxation year, determined under 
this section as it read in its application to the 
1961 taxation year. 


(2) For the purposes of subsection (1), where, at the 
end of a taxation year, a corporation is not a member 
of a partnership that was carrying on business in 
Canada at any time in the year, the corporation’s 
“qualified investment in property in Canada at the 
end of the year” is the amount, if any, by which the 
aggregate of 


(a) the cost amount to the corporation, at the end 
of the year, of land in Canada owned by it at that 
time for the purpose of gaining or producing in- 
come from a business carried on by it in Canada, 
other than land that is 


(i) described in the corporation’s inventory, 
(ii) depreciable property, 
(iii) a Canadian resource property, or 


(iv) land the cost of which is or was deducti- 
ble in computing the corporation’s income, 


(b) an amount equal to the aggregate of the cost 
amount to the corporation, immediately after the 
end of the year, of each depreciable property in 
Canada owned by it for the purpose of gaining or 
producing income from a business carried on by 
it in Canada, 


(c) an amount equal to “/3 of the cumulative eligi- 
ble capital of the corporation immediately after 
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the end of the year in respect of each business 
carried on by it in Canada, 


(d) where the corporation is not a principal-busi- 
ness corporation, within the meaning assigned by 
paragraph 66(15)(h) [66(15)‘‘principal-business 
corporation” of the Act, an amount equal to the 
aggregate of the corporation’s 


(i) Canadian exploration and development ex- 
penses, within the meaning assigned by para- 


graph 66(15)(b) [66(15)“Canadian exploration | 


and development expenses”’] of the Act, in- 
curred by the corporation before the end of the 
year except to the extent that such expenses 
were deducted by the corporation in comput- 
ing its income for the year or for a previous 
taxation year, and 


(i1) cumulative Canadian exploration expense, 
within the meaning assigned by paragraph 
66.1(6)(b) [66.1(6)“cumulative Canadian ex- 
ploration expense] of the Act, at the end of 
the year minus any deduction under subsec- 
tion 66.1(3) of the Act in computing the cor- 
poration’s income for the year, 


(d.1) an amount equal to the corporation’s cumu- 
lative Canadian development expense, within the 
meaning assigned by paragraph 66.2(5)(b) 
[66.2(5)“cumulative Canadian development ex- 
pense’ of the Act, at the end of the year minus 
any deduction under subsection 66.2(2) of the 
Act in computing the corporation’s income for 
the year, | : 


(d.2) an amount equal to the corporation’s cumu- 
lative Canadian oil and gas property expense, 
within the meaning assigned by paragraph 
66.4(5)(b) [66.4(5)‘‘cumulative Canadian oil and 
gas property expense”’] of the Act, at the end of 
the year minus any deduction under subsection 
66.4(2) of the Act in computing the corporation’s 
income for the year, 


(e) an amount equal to the aggregate of the cost 
amount to the corporation at the end of the year 
of each debt owing to it, or any other right of the 
corporation to receive an amount, that was out- 
standing as a result of the disposition by it of 
property in respect of which an amount would be 
included, by virtue of paragraph: (a), (b), (c) or 
(h), in its qualified investment in property in Can- 
ada at the end of the year if the property had not 
been disposed of by it before the end of that year, 


(f) an amount equal to the aggregate of the cost 
amount to the corporation at the end of the year 
of each property, other than a Canadian resource 
property, that was described in the corporation’s 
inventory in respect of a business carried on by it 
in: Canada, 


(g) an amount equal to the aggregate of the cost 
amount to the corporation at the end of the year 
of each debt (other than a debt referred to in para- 
graph (e) or a debt the amount of which was de- 
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ducted under paragraph 20(1)(p) of the Act in 
computing the corporation’s income for the year) 
owing to it 
(i) in respect of any transaction by virtue of 
which an amount has been included in com- 
puting its income for the year or for a previ- 
ous year from a business carried on by it in 
Canada, or 


(ii) where any part of its ordinary business 
carried on in Canada was the lending of 
money, in respect of a loan made by the cor- 
poration in the ordinary course of that part of 
its business, 


(h) where the corporation was resident in Canada 
at any time in the year, an amount equal to the 
aggregate of the cost amount to the corporation at 
the end of the year of any property in Canada 
owned by it 


(i) the cost amount of which is not included in 
its qualified investment in property in Canada 
at the end of the year by virtue of paragraph 
(a) or (b) or subparagraph (g)(i), but would be 
so included if those provisions were read 
without the phrase “from a business carried on 
by it in Canada”, 


(ii) that is a share of the capital stock of a cor- 
poration that was not described in the corpora- 
tion’s inventory in respect of a business car- 
ried on by it in Canada, or 


(iii) that is a bond, debenture, bill, note, mort- 
gage or similar obligation that was not de- 
scribed in the corporation’s inventory in re- 
spect of a business carried on by it in Canada 
(other than an obligation referred to in subpar- 
agraph (3)(a)(iii), a debt referred to in para- 
graph (e) or (g) or a debt the amount of which 
was deducted under paragraph 20(1)(p) of the 
Act in computing the corporation’s income for 
the year), and 


(i) an amount equal to the allowable liquid assets 
of the corporation at the end of the year, 


exceeds the aggregate of 


(j) an amount equal to the aggregate of each 
amount deducted by the corporation under para- 
graph 20(1)(), d.1) or (n) or subsection 64(1), 
(1.1) or (1.2) of the Act in computing its income 
for the year from a business carried on by it in 
Canada; 


(k) an amount equal to the aggregate of all 
amounts each of which is an amount deducted by 
the corporation in the year under subparagraph 
40(1)(a)Gii) or 44(1)(e)(iii) of the Act in respect 
of a debt referred to in paragraph (e); 
(J) an amount equal to the aggregate of each 
amount owing by the corporation at the end of 
the year on account of 


(i) the purchase price of property that is re- 
ferred to in paragraph (a), (b), (f) or (h) or that 
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‘would be so referred to but for the fact that it 
has been disposed.of before the end of the 
year, 


(ii) Canadian exploration ‘nel een 
expenses, Canadian exploration expense, Ca- 
nadian development expense or Canadian oil 
and gas property expense, within the mean- 
ings assigned by. paragraphs 66(15)(b) 
[66(15)“Canadian exploration and develop- 
ment expenses”], 66.1(6)(a) [66.1(6)“Cana- 
' dian “exploration” expense” ], ‘66.2(5)(a) 
[66:2(5)“Canadian development expense’’| 
and 66.4(5)(a) [66.4(5)“Canadian oil and gas 
property expense” of the Act, respectively, 


(iii) an eligible capital expenditure made or 
incurred by the corporation before the end of 
the year in respect of a Le: pas on by 
it in Canada, or | 


(iv) ‘anyother outlay or expense made or in- 
curred by the corporation to the extent that it~ 
was deducted in computing its income for the 
year or for a previous taxation year from a 
business carried on by it in Canada; 


(m) an amount equal to the aggregate of all 
amounts each of which is an amount equal to that 
proportion of the amount owing (other than an 
‘amount owing on account of an outlay or expense 
referred to in paragraph (1)) by the corporation at 
the end of the year on account of an obligation 
outstanding at any time in the year in respect of 
which interest is eye to be payable by it 
that 
~~) the interest paid or payable on the obliga- 
tion by the corporation in respect of the year 
that is deductible, or would be deductible but 
for subsection 18(2), (3.1) or (4) or section 21 
ofthe Act, in computing its income for the 
year from a business carried on eek it in 
“) Canada, : 


is of . 
(ii) the interest paid.or payable on the obliga- 
tion by. the corporation in respect of the year; 
wy the amount, if any, by which 


~ (i) the amount (referred to in this paragraph as 
“Part I liability”), if any, by which the tax — 
payable for the year by the corporation under 
Part I of the Act exceeds the amount, if any, 
paid by, the corporation before the end of the 
year on account thereof, 


exceeds 


(ii) where the corporation was, throughout tHe 
year, not-resident in Canada, that proportion 
‘of ‘the Part I' liability that the amount, if any, 
determined under paragraph 219(1)(d) of the 

“ Act in respect of the corporation for the year 
is of the corporation’ § amount taxable (within 
the meaning given to that expression in sec- 
tion 123 of the Act) for the, year, or 
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(iii) in any. other case, nil; 


(0) the amount, if any, by which’ 


(i) the amount (referred to in this paragraph as 
“provincial tax liability”), if any, by which 
any income taxes payable for the year by the 
corporation to the government of a province 
(to the extent that such taxes were not deducti- 
ble under Part I of the Act in computing the 


‘corporation’s income for the year from a busi- 


ness carried on by it in Canada) exceeds the 
amount, if any, paid by the corporation before 
the end of the year on account thereof, 


exceeds 


(ii) where the corporation. was, throughout the 
year, not resident in Canada, that proportion 


~ of the provincial tax liability that the amount, 


if any, determined under paragraph 219(1)(d) 
of the Act in respect of the corporation for the 


“year is of the corporation’ Ss amount taxable 


(within the meaning given to that expression 
in section 123 of the Act) for the year, or 


(iii) in any other case, nil; and, 


(p) where the corporation was resident in Canada 
at any time in the’ year, an amount equal to the 
aggregate of 


(1) an amount equal to the aggregate of each 
amount deducted by the corporation in the 
year under paragraph 20(1)(J). or (1.1) or-sub- 
section 64(1), (1.1) or (1,2) of the Act in com- 
puting its income for the year from a. source 
other than 


(A) a business carried on by it in Canada, 

or ov 

(B) a property situated outside Canada, 
(ii) an amount equal to the aggregate of each 
amount owing by the corporation at the end of 
the year on account of any outlay or expense 
made or incurred by the corporation to the ex- 
tent that it was deducted in computing its in- 
come for the ‘year or for a previous taxation 
year from a source other than 

(A) a business carried on by it in Canada, 

or 

(B) a property situated outside Canada, 

and 


(iii) an amount equal to the aggregate of all 


‘amounts each of which is an amount equal to 


that proportion of the amount owing (other 
than an amount owing on account of an outlay 
or expense referred to in subparagraph (11) or 
paragraph (1)) by the corporation at the end of 


~ the year on account of an obligation outstand- 


ing at any time in the year in respect of which 
interest is stipulated to be payable by it that 


(A) the interest paid or payable on the obli- 
gation by the corporation in respect of the 
year that is deductible, or would be deduct- 
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ible but for subsection 18(2), (3.1) or (4) or 
section 21 of the Act, in computing its in- 
come for the year from a source other than 


(I) a business carried on by it in Can- 
ada, or 
(II) a property situated outside Canada, 
is of 
(B) the interest paid.or payable on the obli- 
gation by the corporation in respect of the 
year. 
History: Subpara. 808(2)(h)(iii) amended by P.C. 1994-1817, para. 


62(a), November 1, 1994, Canada Gazette, Part Il, November 30, 
1994. ‘ 


Paras. 808(2)(j), (p) substituted by P.C. 1990-2779, subsecs. 2(1), 
(2), December 20, 1990, Canada Gazette, Part Il, January 16, 1991, 
applicable to taxation years commencing after. June 17, 1987 that 
end after 1987. 


Para. 808(2)(c) amended. by P.C. 1990-754, subsec. 1(1), April 26, 
1990, Canada Gazette, Part II, May 9, 1990, applicable in respect of 
taxation years commencing after June 1988. 

Para. 808(2)(k), subpara. (m)(i) and cl. (p)(iii)(A). preceding subcl. 
(I) substituted by P.C. 1984-3789, subsecs. 4(1)—-(3), November 29, 
1984, Canada Gazette, Part II, December 12, 1984, effective as to 
subpara. (m)(i) and cl. (p)(ili)(A) commencing January 1, 1982. 


Paras. 808(2)(d.2) added, (j) substituted, subpara. 808(2)(1)(ii), all 
that portion of subpara. 808(2)(p)(i) preceding cl. (A) substituted by 
P.C. 1981-2208, subsecs. 2(1)-(4), August 19, 1981, Canada Ga- 
zette, Part Il, September 9, 1981, applicable to taxation years ending 
after December 11, 1979. 


(3) For the purposes of paragraph (2)(i), the “allowa- 
ble liquid assets of the corporation at the end of the 
year” is an amount equal to the lesser of 


(a) the aggregate of 


(i) the amount of Canadian currency owned 
by the corporation at the end of that year, 


(ii) the balance standing to the credit of the 
corporation at the end of that year as or on ac- 
count of amounts deposited with a branch or 
other office in Canada of 


(A) a bank, 


(B) a corporation licensed or otherwise au- 
thorized under the laws of Canada or a 
province to carry on in Canada the busi- 
ness of offering to the public its services as 
trustee, or 


(C) a credit union, and 


(ili) an amount equal to the aggregate of the 
cost amount to the corporation at the end of 
that year of each bond, debenture, bill, note, 
mortgage or similar obligation that was not 
described in the corporation’s inventory in re- 
spect of a business carried on.by it in Canada 
(other than a debt referred to in paragraph 
(2)(e) or (g) or a debt the amount of which 
was deducted under paragraph 20(1)(p) of the 
Act in computing the corporation’s income for 
the year), that was issued by a person resident 
in Canada with whom the corporation was 
dealing at arm’s length and that matures 
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within one year after the date on which it was 
acquired by the corporation, 


to the extent that such amounts are attributable to 
the profits of the corporation from carrying on a 
business in Canada, or are used or held by the 
corporation in the year in the course of carrying 
on a business in Canada; and 


(b) an amount equal to “/3 of the quotient obtained 

by dividing 
(i) the aggregate of all amounts that would 
otherwise be determined under subparagraphs 
(a)(@), (1) and (iii) if the references therein to 
“at the end of that year” were read_as refer- 
ences to “at the end of each month in that 
year’, 

by 
(ii) the number of months in that year. 

History: Cl. 808(3)(a)(ii)(A) amended by P.C, 1994-1817, para. 


47(a), November 1, 1994, Canada Gazette, Part Il, November 30, 
1994. 


Subpara. 808(3)(a)(iii) amended, and. that portion of para. (a) fol- 
lowing subpara, (iii) added, by P.C. 1993-1548, July 21, 1993, Can- 
ada Gazette, Part II, August 11, 1993, applicable to taxation years 
ending after August 11, 1993. 


(4) For the purposes of subsection (1), where, at the 
end of a taxation year, a corporation is a member of 
a partnership that was carrying on business in Can- 
ada at any time in that year, the corporation’s quali- 
fied investment in property in Canada at the end of 
the year is an amount equal to the aggregate of 


(a) the amount, if any, that would be determined 
under subsection (2) if the corporation were not, 
at the end of the year, a member of a partnership 
that was carrying on business in Canada at any 
time in the year; and 


(b) an amount equal to the portion of the amount 
of the partnership’s qualified investment in prop- 
erty in Canada at the end of the last fiscal period 
of the partnership ending in the taxation year of 
the corporation that may reasonably be attributed 
to the corporation, having regard to all the cir- 
cumstances including the rights the corporation 
would have, if the partnership ceased to’ exist, to 
share in the distribution of the property owned by 
the partnership for the purpose of gaining or pro- 
ducing income from a business carried on by it in 
Canada. ; 


(5) For the purposes of subsection (4), a partner- 
ship’s “qualified investment in property in Canada” 
at the end of a fiscal period is the amount, if any, by 
which the aggregate of 


(a) the cost amount to the partnership, at the end 
of the fiscal period, of land in Canada owned by 
it at that time for the purpose of gaining or pro- 
ducing income from a business carried on by it in 
Canada, other than land that is 


(i) described 
partnership, 


in the inventory of the 
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(i1) depreciable property, 
(111) a Canadian resource property, or 


(iv) land the cost of which is or was deducti- 
ble in computing the income of the partner- 
ship or the income of a member of. the 
partnership, | 


(b) an amount equal to the aggregate of the cost 
amount to the partnership immediately after the 
end of the fiscal period, of each depreciable prop- 
erty in Canada owned by it for the purpose of 
gaining or producing income from a business car- 
ried on by it in Canada, 


(c) an amount equal to “/s of the cumulative eligi- 
~ ble capital of the partnership immediately after 
the end of the fiscal period in respect of each bus- 
iness carried on by it in Canada, — 


(d) an amount equal to the aggregate of the cost 
amount to the partnership at the end of the fiscal 
period of each debt owing to it, or any other right 
of the partnership to receive an amount, that was 
outstanding as a result of the disposition by it of 
property in respect of which an amount would be 
included, by virtue of paragraph (a), (b) or (Cc), in 
its qualified investment in property in, Canada at 
the end of the fiscal period if the property had not 
been disposed of by it before the end of that fiscal 
period, 


(e) an amount equal to the aggregate of the cost 
amount to the partnership at the end of the fiscal 
period of each property, other than a Canadian re- 
source property, that was described: in the part- 
' nership’s inventory in respect of a business car- 


~~‘ried on by it in Canada, 


(f) an amount equal to the aggregate. of the cost 


amount to the partnership at the end of the fiscal — 


period of each debt (other than a debt referred to 
in paragraph (d) or a debt the amount of which 
was deducted under paragraph 20(1)(p) of the 
Act in computing the partnership’s income for 
the fiscal period) owing to it” 

(i) in respect. of, any transaction by virtue of 
which an amount has been included in com- 
puting its income for the fiscal period or for a 
previous fiscal period or in computing the in- 
come of a member of the partnership for a 
previous taxation year from a business carried 
on in Canada by the partnership, or 


(ii) where any_ part of its ordinary business 
carried on in Canada was the lending of 


money, in respect of a loan made by the part- - 


nership in the ordinary course of that part of 
its business, and 


(g).an amount equal to the allowable liquid assets 
of the partnership at the end of the fiscal period, 


exceeds the aggregate. of 


(h) an amount equal to the adotdia of each 
amount deducted by the partnership under para- 
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graph 20(1)(), (1.1) or (n) or subsection 64(1), 
(1.1) or (1.2) of the Act in computing its income 


_ for the fiscal period from, a business carried on by 


it in Canada; 


(i) an amount equal to the aggregate of all 
amounts each of which is an amount deducted by 
the partnership in the fiscal period under subpara- 
graph 40(1)(a)(iiit) or 44(1)(e)Gii) of the Act in 
respect of a debt referred. to in paragraph (d);. 


(j) an amount equal to the ageregate of each 
amount owing by the partnership at the end of the 
fiscal period on account of - 


(i) the purchase price of property that is re- 
ferred to’ in paragraph (a), (b) or (e) or that 
would be so referred to but for the fact that it 
has been disposed of before the end of the fis- 
cal period, 


(ii) Canadian exploration and development 
expenses, Canadian, exploration expense, Ca- 
nadian development expense or Canadian oil 
and gas property expense, within the mean- 
ings assigned by paragraphs 66(15)(b) 
[66(15)"Canadian exploration and develop- 
ment expenses], 66.1(6)(a) [66.1(6)“Cana- 
dian exploration: expense”’| and 66.2(5)(a) 
[66.2(5)“Canadian: development expense” 
and 66.4(5)(a) [66.4(5)“Canadian oil and gas 
property expense’’] of the Act, respectively, 


(iii) an eligible capital expenditure made or 
incurred by the partnership’ before the end of 
the fiscal period in respect ofa business car- 
ried on by it in Canada, or: 


(iv) any other outlay or expense made or in- 
curred by the partnership to the extent that it 
was deducted in computing its income for the 
fiscal period or for a previous fiséal period, or 
in computing the income of a member of the 
partnership for a previous taxation year, from 
a business carried on in Canada sh the part- 
pabedes and : 


(k) an amount. equal to thee seem ante! of all 
amounts each of which is an:amount equal to that 
proportion of the amount owing (other than an 


» amount owing on account of an outlay or expense 
_ referred to in paragraph (j)) by the partnership at 


the end of the fiscal period on account of an obli- 


‘gation outstanding at any time in the period in re- 
spect of which interest is stipulated to be kee 


by it that 


(i) the interest paid or payable on the obliga- 
tion by the partnership in respect of the fiscal 
period that is deductible, or would be deducti- 
ble but for subsection 18(2) or (3.1) or section 
21 of the:Act, in computing its ‘income for the 

/ fiscal period from a business carried on by it 
in Canada, 
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is of 
(ii) the interest paid or payable on the obliga- 
tion by the partnership in respect of the fiscal 
period. 
History: Para. 808(5)(h) substituted by P.C. 1990-2779, subsec. 
2(3), December 20, 1990, Canada Gazette, Part Il, January 16, 


1991, applicable to taxation years commencing after June 17, 1987 
that end after 1987. 


Para. 808(5)(c) amended by P.C. 1990-754, subsec. 1(2), April 26, 
1990, Canada Gazette, Part Il, May 9, 1990, applicable in respect of 
fiscal periods commencing after 1987. 


Para. 808(5)(i) and subpara. 808(5)(k)(i), substituted by P.C. 1984- 
3789, subsecs. 4(4), (5), November 29, 1984, Canada Gazette, Part 
II, December 12, 1984, effective as to subpara. (k)(i) commencing 
January 1, 1982. 


Para. 808(5)(h), subpara. 808(5)(j)(ii) substituted by P.C. 1981- 
2208, subsecs. 2(5), (6), August 19, 1981, Canada Gazette, Part II, 
September 9, 1981, applicable to taxation years ending after De- 
cember 11, 1979. 


(6) For the purposes of paragraph (5)(g), the “allow- 
able liquid assets of the partnership at the end of the 
fiscal period” is an amount equal to the lesser of 


(a) the aggregate of 


(i) the amount of Canadian currency owned 
by the partnership at the end of that fiscal 
period, 

(ii) the balance standing to the credit of the 
partnership at the end of that fiscal period as 
or on account of amounts deposited with a 
branch or other office in Canada of 


(A) a bank, 


(B) a corporation licensed or otherwise au- 
thorized under the laws of Canada or a 
province to carry on in Canada the busi- 
ness of offering to the public its services as 
trustee, or 


(C) a credit union, and 


(iii) an amount equal to the aggregate of the 
cost amount to the partnership at the end of 
that fiscal period of each bond, debenture, bill, 
note, mortgage, hypothec or similar obligation 
that was not described in the partnership’s in- 
ventory in respect of a business carried on by 
it in Canada (other than a debt referred to in 
paragraph (5)(d) or (f) or a debt the amount of 
which was deducted under paragraph 20(1)(p) 
of the Act in computing the partnership’s in- 
come for the fiscal period), that was issued by 
a person resident in Canada with whom all the 
members of the partnership were dealing at 
arm’s length and that matures within one year 
after the date on which it was acquired by the 
partnership; and 


(b) an amount equal to “/; of the quotient obtained 
by dividing 
(i) the aggregate of all amounts that would 
otherwise be determined under subparagraphs 
(a)(i), (41) and (iii) if the references therein to 
“at the end of that fiscal period” were read as 


Income Tax Regulations 


references to “at the end. of each month in that 
fiscal period”, 
by 
(ii) the number of months in that fiscal period. 
History: Cl. 808(6)(a)(ii)(A) amended by P.C. 1994-1817, para. 


47(b), November 1, 1994, Canada Gazette, Part 1H, November 30, 
1994, 


(7) Subsections (4) to (6) shall be read and construed 
as if each of the assumptions in paragraphs 96(1)(a) 
to (g) of the Act were made. 


Interpretation Bulletins [Reg. 808]: IT-137R3: Additional tax 
on certain corporations carrying on business in Canada. 


809. Reduction of certain amounts to be 
deducted or withheld — (1) Subject to subsec- 
tion (2), where a non-resident person (in this section 
referred to as the “payee’’) has filed with the Minis- 
ter the payee’s required statement for the year, the 
amount otherwise required by subsections 215(1) to 
(3) of the Act to be deducted or withheld from any 
qualifying payment paid or credited by a person resi- 
dent in Canada (in this section referred to as the 
“payer’) to the payee in the year and after the re- 
quired statement for the year was so filed is hereby - 
reduced by the amount determined in accordance 
with the following rules: 


(a) determine the amount by which 


(i) the amount that would, if the payee does 
not make an election in respect of the year 
under section 217 of the Act, be the tax paya- 
ble by the payee under Part XIII of the Act on 
the aggregate of the amounts estimated by 
him in his required statement for the year pur- 
suant to paragraph (a) of the definition “re- 
quired statement” in subsection (4), 


exceeds 


(ii) the amount that would, if the payee makes 
the election referred to in subparagraph (1), be 
the tax payable (on the assumption that no 
portion of the payee’s income for the year was 
income earned in the year in a province) by 
the payee under Part I of the Act on his esti- 
mated taxable income calculated by him in his 
required statement for the year pursuant to 
paragraph (b) of the definition “required state- 
ment” in subsection (4), 


(b) determine the percentage that the amount de- 
termined under paragraph (a) is of the aggregate 
of the amounts estimated by him in his required 
statement for the year pursuant to paragraph (a) 
of the definition “required statement” in subsec- 
tion (4), 


(c) where the determination of a percentage under 
paragraph (b) results in a fraction, disregard the 
fraction for the purposes of paragraph (d), 


(d) multiply the percentage determined under par- 
agraph (b) by the amount of the. qualifying 
payment, 
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and the product obtained under paragraph (d) is the 
amount by which the amount required to be deducted 
or withheld is reduced. 


(2) Subsection (1) does not apply to reduce the 
amount to be deducted or withheld from a qualifying 
payment if, after the qualifying payment has been 
paid or credited by the payer, the aggregate of all 
qualifying payments that the payer has paid or 
credited to the payee in the year would exceed the 
amount estimated, in respect of that payer, by the 
payee in his required statement for the year pursuant 
to paragraph (a) of the definition “required state- 
ment” in subsection (4). 


(3) Where a payee has filed with the Minister a writ- 
ten notice indicating that certain information or esti- 
mates in the payee’s required statement for the year 
are incorrect and setting out the correct information 
or estimates that should be substituted therefor or 
where the Minister is satisfied that certain informa- 
tion or estimates in a payee’s required statement for 
the year are incorrect and that the Minister has the 
correct information or estimates that should be sub- 
stituted therefor, for the purposes of making the cal- 
culations in subsection (1) with respect to any quali- 
fying payment paid or credited to the payee after the 
time when he has filed that notice or after the time 
when the Minister is so satisfied, as the case may be, 
the incorrect information or estimates shall be disre- 
garded and the required statement for the year shall 
be deemed to contain only the correct information or 
estimates. 


(4) In this section, 


“qualifying payment” in relation to a non-resident 
person means any amount 


(a) paid or credited, or to be paid or credited, to 
him as, on account or in lieu of payment of, or in 
satisfaction of, any amount described in para- 
graph 212(1)(f) or (h) or in any of paragraphs 
212(1)G), (k), (1), (m) or (q) of the Act, and 

(b) on which tax under Part XIII of the Act is, or 


would be, but for an election by him under sec- 
tion 217 of the Act, payable by him, 


“required statement” of a payee for a taxation year 
means a written statement signed by him that con- 
tains, in respect of the payee, 


(a) the name and address of each payer of a quali- 


fying payment in the year and, in respect of each 


such payer, an estimate by the payee of the aggre- 
gate of such qualifying payments, and 


(b) a calculation by him of his estimated taxable 
income earned in Canada for the year, on the as- 
sumption that he makes the election in respect of 
the year under section 217 of the Act, and such 
information as may be necessary for the purpose 
of estimating such income. 
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History: Para. (a) of “qualifying payment” substituted by P.C. 
1981-2208, s. 3, August 19, 1981, Canada Gazette, Part II, Septem- 
ber 9, 1981, applicable with respect to payments made after 1979. 


Forms: NRS: Application by a non-resident of Canada for a reduc- 
tion in the amount of non-resident tax required to be withheld; NR7- 
R: Application for refund of non-resident tax withheld. 


810. Excluded property of non-resident per- 
sons — (1) For the purposes of paragraph 116(6)(e) 
of the Act, any property that is 
(a) property of a non-resident insurer that is a 
qualified insurance corporation, 
(b) an option in respect of property referred to in 
any of paragraphs 116(6)(a) to (d) of the Act and 
paragraph (a) whether or not such property is in 
existence, or 
(c) an interest in property referred to in paragraph 
116(6)(a), (c) or (d) of the Act or paragraph (a) or 


is prescribed to be excluded property. 


(2) For the purposes of this section, a non-resident 
insurer is a “qualified insurance corporation” 
throughout the period during which it 


(a) was licensed or otherwise authorized under 
the laws of Canada or a province to carry on an 
insurance business in Canada; and 


(b) carried on an insurance business, within the 
meaning of subsection 138(1) of the Act, in 
Canada. 


Part IX — Delegation of the 
Powers and Duties of the 
~ Minister 


History: Part IX was consolidated by the Consolidated Regulations 
of Canada, chapter 945, proclaimed in force August 15, 1979, by 
P.C. 1979-1934, July 19, 1979, Canada Gazette, Part Ul, August 8, 
1979. 


900. (1) An official holding a position of Assistant 
Deputy Minister of National Revenue for Taxation 
may exercise all the powers and perform all the du- 
ties of the Minister under the Act. 


(2) An official holding a position of Director — Tax- 
ation in a District Office of the Department of Na- 
tional Revenue, Taxation, may exercise the powers 
and perform the duties of the Minister under 
(a) sections 48, 221.2, 224, 224.1, 224.3 and 233 
of the Act; 
(b) subsections 10(2.1), (3) and (7), 13(6), 
15.1(5), the definition “small business bond” in 
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subsection 15.2(3), subsections 15.2(5), 18(2.4), 
28(3), 45(3), 58(5), 65(3), 66(12.72), (12.73), 
(12.74) and (14.4), 70(6), (6.1), (9), (9.2) and 
(OAV TAD), 8303.1)3° 850 By 912) 931s, 
96(5.1), 104(2), 116(2), (4) and (5.2), 118.3(3) 
and (4), 125(4), 126(5.1), 127(10), (10.4) and 
(10.5), 127.53(3), 131(1.2), 146.01(3), 149.1(15), 
M02); To3(1.1), 1592); (4% (3) and 16.1). 
162(5) and (6), 164(1.2), (1.3), (2) and (3.2), 
181:5@6); 1 19015 GI) © TOTS); 204164); 
204.81(1), (2), (6) and (7), 220(2.1) and (3) to 
(5), 223(2), (9) and (11), 224(1.2), 225.2(2), (5) 
and (7), 226(1), 227(10.5), 230(1), (1.1), (3), (7) 
and (8), 230.1(3) (with respect to the application 
of subsections 230(3), (7) and (8) of the Act), 
231,13), 251.21) and: (3),"23 bol danand sO), 
231.6(2) and (8), 241(3.1), 244(21) and (22), 
247(2) and 248(9) of the Act; 


(c) the definition “fiscal period” in subsection 
248(1) of the Act; 


(d) paragraphs 15.2(8)(b), 34(b), 70(5.2)(d) and 
(f) and (9.5)(f), 73(5)(c), 85(1)(e.1) and (5.1)(f), 
89(1)(g) [89(1)“public corporation”] and (3)(b), 
104(23)(a), 118(4)(e), 118.1(6)(b), 118.4(1)(b), 
133(7.2)(b), 149(1)d), 150(1)(e) and 184(3.1)(e) 
and (3.2)(c) of the Act; 


(d.1) the definition “small business development 
bond” in subsection 15.1(3), subparagraph 
15.1(10)(b)(i) as it read on June 9, 1993 and sub- 
paragraphs 39(1)(a)(i.1), 110.6(15)(b)(ii) and 
184(3.1)(c)(iii) and (d)(ii) and (3.2)(a)(ii) of the 
Act; 

(e) subsection 39(3a) of the Act as it read in its 
application to the 1971 and previous taxation 
years; 

(f) paragraphs 23(5)(c) and 26(18)(c) of the In- 
come Tax Application Rules; 


(g) sections 106, 210, 412 and 2200 of these 
Regulations; 


(h) subsections 805(2), 809(3), 1403(2), (5) and 
(6) and 1802(2) of these Regulations; 


(i) paragraphs 1802(3)(b) and 2400(1)(f) of these 
Regulations; 


(i.1) paragraphs 2400(1)(e) of these Regulations 
as it applies to taxation years other than taxation 
years beginning after June 17, 1987 and ending 
after December 31, 1987; and 


(j) subparagraphs 102(1)(f)(v), (2)(f)(v) and 
(3)(H(v) and 1401(1)(d)(vili) of these 
Regulations. 


History: Para. 900(2)(f) amended by P.C. 1994-1817, s. 48, No- 
vember 1, 1994, Canada Gazette, Part Il, November 30, 1994. 


Paras. 900(2)(a), (b) and (d.1) amended by P.C. 1994-1132, sub- 
secs. 1(1), (2), July 4, 1994, Canada Gazette, Part II, July 27, 1994. 


Paras. 900(2)(b) and (i) amended, (i.1) added, by P.C. 1993-1043, 
subsecs. 1(1), (2), May 25, 1993, Canada Gazette, Part I, June 16, 
1993. 
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Paras. 900(2)(b), (d), (d.1) amended by P.C. 1992-290, subsecs. 
1(1), (2), February 20, 1992, Canada Gazette, Part Il, March 11, 
1992. 

Para. 900(2)(b) amended by P.C. 1991-731, subsec. 1(1), April 18, 
1991, Canada Gazette, Part II, May 8, 1991. 


Para. 900(2)(b) substituted by P.C. 1991-50, subsec. 1(1), January 
17, 1991, Canada Gazette, Part II, January 30, 1991. 


Paras. 900(2)(b), (d) substituted by P.C. 1989-1257, subsecs. 1(1), 
(2), June 29, 1989, Canada Gazette, Part II, July 19, 1989. 

Paras. 900(2)(b), (d), (d.1) substituted by P.C. 1988-590, subsecs. 
1(1) and (2), March 30, 1988, Canada Gazette, Part II, April 27, 
1988. 

Paras. 900(2)(b), (d), (d.1), (f) to (h) substituted, (i), (j) added, by 
P.C. 1987-1477, subsecs. 1(1) to (3), July 30, 1987, Canada Ga- 
zette, Part Il, August 19, 1987. 


Para. 900(2)(b) substituted by P.C. 1986-924, subsec. 1(1), April 
17, 1986, Canada Gazette, Part II, April 30, 1986. 


Paras. 900(2)(b), (d) substituted by P.C. 1985-3529, December 5, 
1985, Canada Gazette, Part II, December 25, 1985. 


Para. 900(2)(b) substituted by P.C. 1984-1980, June 7, 1984, Can- 
ada Gazette, Part II, June 27, 1984. 


Para. 900(2)(a) substituted by P.C. 1983-3188, subsec. 1(1), Octo- 
ber 13, 1983, Canada Gazette, Part Il, October 26, 1983. 


Para. 900(2)(b) substituted by P.C. 1982-2895, s. 1, September 22, 
1982, Canada Gazette, Part I, October 13, 1982, effective com- 
mencing September 20, 1982. 


Paras. 900(2)(b), (d) substituted, (d.1) added by P.C. 1981-1680, 
subsecs. 1(1), (2), June 18, 1981, Canada Gazette, Part Il, July 8, 
1981. 


Paras. 900(2)(a), (h) substituted by P.C. 1980-541, s. 1, February 
20, 1980, Canada Gazette, Part I], March 12, 1980. 


Para. 900(2)(b) substituted by P.C. 1978-2532, August 9, 1978, 
Canada Gazette, Part II, August 23, 1978. 


(3) The Director, Appeals and Referrals Division, or 
the Director, Policy and Programs Division, of the 
Department of National Revenue, Taxation, may ex- 
ercise the powers and perform the duties of the Min- 
ister under 


(a) sections 174 and 179.1 of the Act; and 


(b) subsections 164(4.1), 165(3), (3.1), (3.2) and 
(6), 166.1(5), 220(3.1) and (3.2) and 239(4) of 
the Act. 


History: Para. 900(3)(b) amended by P.C. 1993-1043, subsec. 1(3), 
May 25, 1993, Canada Gazette, Part II, June 16, 1993. 


Para. 900(3)(b) amended by P.C. 1992-290, subsec. 1(3), February 
20, 1992, Canada Gazette, Part Il, March 11, 1992. 


Para. 900(3)(b) amended by P.C. 1992-290, subsec. 1(3), February 
20, 1992, Canada Gazette, Part II, March 11, 1992. 


That portion of subsec. 900(3) preceding para. (a) substituted by 
P.C, 1989-1257, subsec. 1(3), June 29, 1989, Canada Gazette, Part 
II, July 19, 1989. 


Subsec. 900(3) substituted by P.C. 1987-1477, subsec. 1(4), July 30, 
1987, Canada Gazette, Part Il, August 19, 1987. 


(4) An official holding a position of Chief of Ap- 
peals in a District Office or in a Taxation Centre of 
the Department of National Revenue, Taxation, may 
exercise the powers and perform the duties of the 
Minister under 


(a) subsections 165(3), (3.1) and (3.2); and 
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(b) subsections 165(6), 166.1(5), 220(3.1) and 
(3.2) and 239(4) of the Act. 


History: Para. 900(4)(a) amended by P.C. 1993-1043) subsec. 1(4), 
May 25, 1993, Canada Gazette, Part Il, June 16, 1993.’ 


Para. 900(4)(b) amended by P.C. 1992-290, subsec. 1(4), Rebruary 
20, 1992, Canada Gazette, Part Il, March 11, 1992. 


All that portion of subsec. 900(4) preceding para. (a) substituted by 
P.C.. 1982-2138, July 15, 1982, Canada Gazette, Part II, July 28, 
1982. 


All that portion of subsec. 900(4) preceding para. (a) substituted by 
P.C. 1979-2971, November 1, 1979, Canada Gazette, Part II, No- 
vember 14, 1979, effective January 1, 1980. 


(5) The Director, Audit Technical Sabet Division, 
of the Department of National Revenue, Taxation, 
may exercise the powers and perform the duties of 
the Minister under 


(a) subsections 150(2), 152(1.11), 220(3.1) and 
(3.2), 230(1) and (3), 231.1(3), 231.2(1) and (3), 
231.3(1) and (6), 237.1(3) and 241.1) of the 
Act; 


(b) subsections 1403(2), (5) and (6) of these 
Regulations; 


(c) paragraph 2400(1)(e) of these Regulations as 
it applies to taxation years other than taxation 
years commencing after June 17, 1987 and. end- 
ing after 1987; and 


(d) subparagraph 1401(1)(a)(viit) of these 
Regulations. 


History: Para. 900(5)(a) amended by P.C. 1994-1132, subsec. 1(3), 
July 4, 1994, Canada Gazette, Part I, July 27, 1994. 


Subsec. 900(5) amended by P.C. 1992-290, subsec. 1(5), February. 
20, 1992, Canada Gazette, Part I, March 11, 1992. 


Subsec. 900(5) substituted by P.C. 1989-1257; subsec. 1(4), June 
29, 1989, Canada Gazette, Part H, July 19, 1989. 


Subsec. 900(5) substituted by P.C. 1986-924, subsec. 1(2), April 17, 
1986, Canada Gazette, Part II, April 30, 1986. 


Subsec. 900(5) substituted by) P.C. 1984-1980, June 7, 1984, Can- 
ada Gazette, Part U, June 27, 1984. 


Subsec. 900(5) substituted by P.C. 1983-3015, s. 1, September 29, 
1983, Canada Gazette, Part Il, October 12, 1983. 


Subsec. 900(5) substituted by P.C. 1980-2949, s. 
1980, Canada Gazette, Part II, November 12, 1980: 


Subsec. 900(5) substituted by P.C. 1978-2532, August 9, 
Canada Gazette, Part I, August 23, 1978. 


1, October 30, 


1978, 


(6) The Director General, Revenue Collection Pro- 
grams Directorate, of the Department of National 
Revenue, Taxation, may exercise the powers and 
perform the duties of the Minister under 


(a) sections 221.2, 223 and 224.2 of the Act; 
(b) subsections 164(2), 220(2.1), (3.1), (3.2), (4), 
(4.1) and (4.2); 225(1), 226(1) and (2), 227(10.5), 
227.1(6); 231.2(1), 241(3:1) and 244(22) of the 
Act; 

(c) section 2200 of these Regulations; and 

(d) subsection 809(3) of these Regulations. 


History: Paras. 900(6)(a) and (b) amended by P.C. 1994-1132, sub- 
sec. 1(4), July 4, 1994, Canada Gazette, Part II, July 27, 1994. 
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Para. 900(6)(b) amended by P.C. 1993-1043, subsec. 1(5), May 25, 
1993, Canada Gazette, Part II, June 16, 1993. 


That portion of subsec. 900(6). preceding para. (a),, and para (b), 
amended by P.C. 1992-290, subsecs. 1(6), (7), February 20, 1992, 
Canada Gazette, Part II, March 11, 1992. 


Para. 900(6)(b) substituted and (d) added by P.C. 1987-1477, sub- 
secs. 1(5), (6), July 30, hal Canada Gazette, Part II, August 19, 
1987. 


Subsec. 900(6) substituted by P.C. 1986-924, subsec. 1(3), April 17, 
1986, Canada Gazette, Part Il, April 30, 1986. 

Paras. 900(6)(a) and (b) substituted by P.C. 1983-3188, subsec. 
1(2), October 13, 1983, Canada Gazette; Part II, October 26, 1983. 


All that portion of subsec. 900(6) preceding para. (a) substituted by 
P.C. 1978-3628, November 30, 1978, Canada Gazette, Part Il, De- 
cember 13, 1978, effective February 1, 1979. 


(7) The Director General, Audit Directorate, of the 
Department of National Revenue may exercise the 
powers and perform the duties of the Minister under 


(a) section 115.1 of the Act; 


(b) subsections 150(2), 152(1.11), 220(3.1), and 
(3.2), 230(1). and (3), 231.1(3), 231.2(1) and (3), 
251 SCL oan WO) Loe) and 241(3. 1) of the 
Act; 


(c) subsections 1403(2), (5) and (6) of One 
Regulations; 


(d) paragraph 2400(1)(e). of these Regulations as 
it applies to taxation years other than taxation 
years beginning after June 17, 1987 and ending 
after December 31, 1987; and 


(e) paragraph 1401(1)(d) of these Regulations. 


History: Subsec. 900(7) enacted by P.C. 1994-1132, subsec. 1(5), 
July 4, 1994, Canada Gazette, Part I, July 27, 1994. 


Former subsec. 900(7) revoked: by P.C. 1993-1043, subsec. 1(6), 
May 25, 1993, Canada Gazette, Part I], June 16, 1993. 


Paras. 900(7)(a), (e) amended by P.C. 1992-290, subsecs.-1(8), (9); 
February 20, 1992, Canada Gazette, Part. II, March 11, 1992. 


Para. 900(7)(c) amended by P.C. 1991-2540, s.. 8, December ie 
1991, Canada Gazette, Part II, January 15, 1992, applicable. after 
1985. 


Para. 900(7)(b) substituted by P.C. 1989-1257, subsec. 1(5), June 
29,.1989, Canada Gazette, Part I, July 19, 1989, 
All. that portion of subsec. 900(7) preceding para. (c) substituted, 


(c.1) and (e) added, by P.C. 1987-1477, subsecs. 1(7) to (9),-July 
30, 1987, Canada Gazette, Part Il, August 19, 1987. 


Para. 900(7)(a) substituted by P.C. 1981-1680, subsec. 1(3), June 
18, 1981, Canada Gazette, Part H;, July 8, 1981. 


- (8) The Director, Charities Division of the Depart- 


ment of National Revenue, Taxation, may exercise 
the powers and perform the’ duties of the Minister 
under 


(a) subsections 149.1(1.2); (2), (3), (4), (4.1), (5), 
(6.3), (6.4), (7), (8), (13) and (15), 168(1) and (2) 
and 230(2) and (3), paragraph 230.1(1)(b) and 
subsection 231.2(1) of the Act; 

(b) the definition ‘‘fiscal period” (with respect to 
registered charities only) in subsection 248(1) of 
the Act; 

(c) paragraphs 110(8)(b) and (c) and 149(1)(1) of 
the Act; and 
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(d) Part XXX VII of these Regulations. 


History: Para. 900(8)(a) amended by P.C. 1994-1132, subsec. 1(6), 
July 4, 1994, Canada Gazette, Part II, July 27; 1994. | 


Para. 900(8)(a) amended by P.C. 1993-1043, subsec, 1(7), May 25, 
1993, Canada Gazette, Part Il, June 16, 1993. 


Para. 900(8)(a) amended by. P.C, 1992-290, subsec. 1(10), February 
20, 1992, Canada Gazette, Part Il, March 11, 1992. 


Para, 900(8)(a) substituted by P.C. 1989-1257, subsec..1(6), June 
29, 1989, Canada Gazette, Part Il, July 19, 1989. 


Subsec. 900(8) substituted by P.C. 1987-1477, subsec. 1(10), July 
30, 1987, Canada Gazette, Part I, August 19, 1987. 


(9) The Director, Registered Plans Division, of the 
Department of National Revenue, Taxation, may ex- 
ercise the powers and brian the duties of the Min- 
ister under 


(a) sections 145, 146, 146.1, 146.3, 147, 147.1, 
147.2, 147.3, 204.4 and 204.5 of the Act; 


(b) the definition “registered pension plan” in 
subsection 248(1) of the. Act; 


(c) paragraph 20(1)(s) of the Act; and 


(d) Parts LXXXUI, LXXXIV and LXXXV of 
these Regulations. 
History: That portion of subsec. 900(9) preceding para. (b) 


amended and para. (d) added by P.C. 1992-290, subsecs. 1(11), 
(12), February 20, 1992, Canada Gazette, Part II, March 11, 1992. 


Para. 900(9)(b) amended by P.C. 1991-2540, s. 8, December 16, 
1991, Canada Gazette, Part Il, aay 15,' 1992, applicable after 
1985. 


All that portion of subsec. 900(9) preceding para: (b) substituted by 
P.C. 1987-1477, subsec. 1(11), July 30, 1987, Canada Gazette, Part 
II, August 19, 1987. - 


Para. 900(9)(a) substituted by P.C. 1981-1680, subsec. 1(4), June 
18, 1981, Canada Gazette, Part I, July 8, 1981. 


(10) An official holding the position of Director in a 
Taxation Centre of the Department of National Rev- 
enue, Taxation, may exercise the powers and per- 
form the duties of the Minister under 


(a). sections 221.2, 224 and 233 of the Act; 


(b) subsections 18(2.4), 58(5), 66(12.68), (12.74) 
and (14.4), 118.3(3), 125(4), 126(5.1), 127(10.4) 
and (10.5), 127.53(3), 146.01(3), 150(2), 159(2) 
and (6.1), 162(5) and (6), 164(2) and (3.2), 
181.5(3), 190.15(3), 191.1(5), 192(8), 194(7), 
204.1(4), 204:81(1) and (2), 220(2.1), (3), (3.1), 
(3,2) .and(2),,: 230GL. 1), 23 1-2(1))--23 7a (@ 
, 241(3.1) and 244(21) and (22) of the Act; 


(c) paragraphs 118.4(1)(b), 147.1(10)(a) and 
150(1)(e) of the Act; 

(d) section 210 of these Regulations; and 

(e) subparagraphs 102(1)(f)(v), (2)(f)(v) and 
(3)(f)(v) of these Regulations. 


History: Paras. 900(10)(a), (b) amended by P.C. 1994-1 132, sub- 
sec. 1(7), July 4, 1994, Canada Gazette, Part Il, July 27, 1994. 


Para. 900(10)(b) amended by P.C. 1993-1043, subsec. 1(8), May 
25, 1993, Canada Gazette, Part II, June 16, 1993. 


Paras. 900(10)(b), (c) amended by P.C: +1992-290, subsec. 1(13), 
February 20, 1992, Canada Gazette, Part II, March 11, 1992. 
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Para. 900(10)(b) amended. by P.C. 1991-731, subsec..1(2); April 18, 
1991, Canada Gazette, Part Il, May 8, 1991, 


Para. 900(10)(b) substituted by P.C: 1991-50, subsec. 1(2),. January 
17, 1991, Canada Gazette, Part I, January 30, 1991. 


Paras. 900(10)(b), (c) substituted by P.C, 1989-1257, subsec. 1(7), 
June 29, 1989, Canada Gazette, Part I, July 19, 1989. 


Para. 900(10)(b) substituted by P.C. 1988-590, subsec. 1(3), March 
30, 1988, Canada Gazette, Part Il, April 27, 1988. 


Para. 900(10)(b) substituted, (e) added, by P.C. 1987-1477, subsecs. 
1(12), (13), July 30, 1987, Canada Gazette; Part II, August 19, 
1987. 


Para. 900(10)(b) substituted by P.C. 1986-924, subsec. 1(4), April 
17, 1986, Canada Gazette, Part II, April 30, 1986. 


Para. 900(10)(b) substituted by P.C. 1984-1980, June 7, 1984, Can- 
ada Gazette, Part Il, June 27, 1984. 


Para. 900(10)(e) revoked by P.C. 1980-541, s. 1, February 20,1980, 
Canada Gazette, Part Il, March 12, 1980. 


Subsec. 900(10) added by P.C. 1978-3118, October 12, 1978, Can- 
ada Gazette, Part II, October 25, 1978. 


(11) The Director General, International Tax Pro- 
grams Directorate of the Department of National 
Revenue, Taxation, may exercise the powers and 
perform the duties of the Minister under 


(a) sections 115.1 and. 233 of the Act; 


“(b) subsections 152(1.11), 153(1:1), 220(3.1), 
(3.2) and (5), 231.2(1) and’(3), 231.6(2) and (8) 
,-and 241(3.1) of the Act; and 


(c) section 210 of these Regulations. 


History: Paras. 900(11)(a) to (c) substituted for paras: (a) to (d) by 
P.C. 1994-1132; subsec. 1(8), July 4, 1994, Canada Gazette, Part I, 
July 27, 1994, 


Subsec. 900(11) amended by P.C. 1992-290, subsec: 1(14); Febru- 
ary 20, 1992, Canada Gazette, Part Il, March 11, 1992. 


Paras. 900(11)(a), (a.1) transposed, and (a) amended, by P.C. 1991- 
50, subsec. 1(3), January 17, 1991, Canada Gazette, Part Il, January 
30; 1991. 


Para. 900(11)(a) substituted, (a.1) added, by P.C. 1989-1257, sub- 
sec. 1(8), June 29, 1989, Canada Gazette, Part II, July 19, 1989. 


Subsec. 900(11) substituted by P.C. 1987-1477, subsec. 1(14), July 
30, 1987, Canada Gazette, Part Il, August 19, 1987. 


Subsec. 900(11) added by P.C. 1986-924, subsec. 1(5), April 17, 
1986, Canada Gazette, Part I, April 30, 1986. 


Subsec. 900(11) revoked by P.C. 1980-2080, July 31, 1980, Canada 
Gazette, Part II, August 13, 1980. 


Subsec. 900(11) added by P.C. 1979-2971, November 1, 1979; Can- 
ada Gazette, Part II, November 14, 1979, effective January 1, 1980. 


(12) The Director General, Assessment of Returns 
Directorate, of the Department of National Revenue, 
Taxation, may exercise the powers and perform the 
duties of the Minister under 


(a) subsections 118.3(4), 150(2), 150.1(2); 164(2) 
and (3.2), °204.1(4); 220(2.1), (3:1) and \(3:2), 
231.2(1), 241(3.1) and 244(22) of the Act; 


(a.1) paragraph 118.4(1)(b) of the Act; 


(b) section 412 of these Regulations. 


History: Para. 900(12)(a) amended by P.C. 1994-1132, subsec. 
1(9), July 4, 1994, Canada Gazette, Part Il, July 27, 1994. 
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That portion of subsec. 900(12) preceding para. (b): amended by 
P.C. 1992-290, subsec. 1(15), February Be, 1992, Canada mage rvr 
Part Il, March 11, 1992. 


Para. 900(12)(a) substituted, (a.1) added, by P.C. 1989-1257, sub- 
sec. 1(9), June 29, 1989, Canada Gazette, Part II, July 19, 1989. 


Para. 900(12)(a) substituted by P.C, 1988-590, subsec. 1(4), March 
30, 1988, Canada Gazette, Part II, April 27, 1988. 


Subsec. 900(12) added by P.C..1987-1477, subsec. 1(14), Tay 30, 
1987, Canada Gazette, Part Il, August 19, 1987., : 


(13) The Director, Accounts Receivable Division, of 
the Department of National Revenue, Taxation, may 
exercise the powers and perform the duties of the 
Minister under 


(a) sections, 221.2: and 294.2 of the Act; 

(b) subsections 164(2),'220(2.1), (3.1), (3.2), (4), 
(4.1) and (4.2), 223(2), 2251), 226(1)' and’ (2), 
227(10.5), 227.1(6) and 241(3:1) of the Act; and 
(c) section 2200 of these Regulations. — 


History: Paras. 900(13)(a), (b) amended by P.C. 1994-1132, sub- 
sec. 1(10), July 4; 1994, Canada Gazette, Part H, July 27,°1994. 
Para. 900(13)(b) amended by P.C. 1993-1043, subsec. 1(9), May 
25, 1993, Canada Gazette, Part Il, June 16, 1993. 

That portion of subsec. 900(13) preceding para. (a) amended by 


P.C. 1992-290, subsec. 1(16), eat 20, 1992, Canada Gazette, 
Part II, March 11, 1992. 


Stibsec. 900(13) added by P.C. 1987-1477, iE) 
1987, Canada Gazette, Part If, August 19, 1987. 


1(14), July 30, 


(14) The Director, Source Deductions. Division, of 
the Department of National Revenue, Taxation, may 
exercise the powers and perform the duties of the 
Minister under subsections 153(1.1), 220(3) and 
(3.1) and 241(3.1) of the Act and subsection 809(3) 
of these Regulations. 

History: Subsec. 900(14) amended by P.C’ 1994-1132, subsec. 
1(11), July 4, 1994, Canada Gazette, Part If, July 27, 1994. 
Subsec. 900(14) substituted for subsecs. (14). to. (16), by: P:C,°L992- 
290, subsec. 1(17), February 20, 1992,.Canada, Gazette, Part Il, 
March 11, 1992. 

Subsec. 900(14) substituted by P.C. 1989-1 1257, subsec.. 1(10), June 
29, 1989, Canada, Gazette, Part Il, July 19,1989, 

Subsec. 900(14) substituted by P.C. 1988-590, subsec. 1(5), March 
30, 1988, Canada Gazette, Part UL,April. 27; 1988. 

Subsec. 900(14) added by P.C. 1987-1477, subsec. 114), ss 30, 
1987, Canada Gazette, Part I, August 19, 1987. 


(15) The Director, International Taxation Office, of 
the Department of National Revenue, may exercise 
the powers and perform the duties of the Minister 
under 


(a) sections 48, 115.1, 221.2, 224, 224.1 and 233 
of the Act; 

(b) subsections 10(2.1), (3) and (7), 13(6) and 
15.2(5), -18(2.4), 28(3), 45(3), 58(5), 65(3), 
66(12.68), (12.72), (12.73), (12.74) and (14.4), 
70(6), (9) and (9.2), 83(3.1);°85(7-1), 91(2), 
96(5.1), 104(2), 116(2), (4) and (5.2), 118.3(3) 
and (4), 126(5.1), 127(10), 127.53(3), 146.01(3), 
149.1(15), 150(2), 153(1.1), 159(2), (4), (5) and 
(6.1), 164(122),;(1.3), (2) and (3.2), 18 1.5(3), 
190.15(3), 204.1(4), 220(2.1) and: (3) to (5), 
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223(2), (9) and (11),.226(1), 230(1), (3), (7) and 
(8), 230.1(3) (with respect. to, the application of 
subsections 230(3), (7) and (8) of the Act), 
231.2(1), 231.6(2), and (8), 237.1(3), 241(3.1) and 
244(21) and (22) of the Act; 


(c) the definition 


(i). “small. business. bond” in subsection 
15.2(3) of the Act, 


(ii) “fiscal ice in subsection 1 248(1) of the 
Act, 


G1) “release or T aetetacens 
248(9) of the Act; 


(d) paragraphs 15.2(8)(b), 34(1)(b), 70(5.2)(d) 
and '(t),” 73(S)(c),) SS5¢eL (el) and o (5:4)(f), 
104(23)(a), 118(4)(e), 118.1(6)(b), 118.4(1)(b), 
147.1(10)(a), sii FOOCERE) and sd 1)(c) 
of the Act; 

(e) subparagraph 15/1(10)(b)(i) as it read on June 
9,° 1993 and subparagraphs 39(1)(a)(.1), 
110.6(15)(b)Gi) and 184(3.1)(c)(ii) of the Act; 
(f)’paragraphs 23(5)(c) and B0(18)(F) of the Jn- 
come. Tax Application Rules; 


in subsection 


(g) sections 210 and 412 of these Regulations; 


(h) subsections 805(2), 809(3) and 1802(2). of 
these Regulations; 

(i) paragraphs 1802(3)(b) and 2400(1)(f) of these 
Regulations; and 

(j) paragraph 2400(1)(e) of these Regulations as 
it applies to taxation years other than taxation 
years beginning after June 17, 1987 and ending 
after December 31, 1987. 


History: Para. 900(15)(f) amended by P.C. 1994-1817, s. 48, No- 
vember 1, 1994, Canada Gazette, Part Il, November 30, 1994. 


Subsec. 900(15) enacted by P.C. 1994-1132, subsec. 1(12), July 4, 
1994, Canada‘ Gazette, Part Il, July 27, 1994. 


Former subsec. 900(15) | added by P.C. 1987-1477, subsec. 1(14), 
July. 30, 1987, Canada Gazette, Part II, August.19, 1987. 


(16) The Director General, Client Assistance Direc- 
torate, of the Department of National Revenue, may 
exercise the powers and perform the duties of the 
Minister under 
(a) section 221.2. of the Act; 
(b) subsections 150(2), 204.1(4), 220(2.1), (3), 
(3:1) and (3.2), 231.2(1) and 241(3.1) of the Act; 
and 


(c) paragraph 118.4(1)(b) of the Act. 


History: Subsec. 900(16) enacted by P.C. 1994-1132, subsec. 


1(12), July 4, 1994, Canada Gazette, Part II, July 27, 1994. 


Former. subsec. 900(16) added by P.C. 1987-1477, subsec. 1(14), 
July 30, 1987, Canada Gazette, Part Il, August 19, 1987. 


(17) The powers and the duties of the Minister under 
subsections 204.1(4), 220(3), (3.1) and (3.2) of the 
Act may be exercised and performed by an official 
of the Department of National Revenue in a District 
Taxation Office who holds the position of 


(a) Assistant Director, Revenue Collections; 
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(b) Assistant Director, Client Assistance; or 


(c) Assistant Director, Audit. 
History: Subsec. 900(17) enacted by P.C.. 1994-1132, subsec. 
1(12), July 4, 1994, Canada Gazette, Part II, July 27, 1994. 


(18) The powers and the duties of the Minister under 
subsections 204.1(4), 220(3), (3.1) and (3.2) of the 
Act may be exercised and ‘performed by an official 
of the Department of National Revenue in a Taxation 
Centre who holds the position of 


(a) Assistant 
Administration; 


(b) Assistant Director, Individual and Estates; 


(c) Assistant 
Adjustments; 
(d). Assistant Director, Corporation, Services; or 
(e) Assistant Director, Employer Services. 


History: Subsec. 900(18) enacted by P-C. 1994-1132, subsec. 
1(12), July 4,.1994, Canada Gazette, Part II, July 27,1994. 


Director, Finance and 


Director, Enquiries ~ and 


Part X — Election in respect 
of Deceased Taxpayers 


History: Part X was consolidated by the Consolidated Regulations 
of Canada, chapter 945, proclaimed in force August'14, 1979, by 
P.C. 1979-1934, July 19, 1979, Canada Gazette,;Part Il; August 8, 
1979. 


1000. Property dispositions — (1) Any election 
under subsection 164(6) of the Act shall be made by 
the legal representative of a deceased taxpayer by fil- 
ing with the Minister the following documents: 


(a) a letter from the legal representative specify- 
ing : 


(i) the part of the one or more capital losses 
from the disposition of properties, if any, 
under paragraph, 164(6)(c) of, the Act,.and 


(ii) the part of the amount, if any, under para- 
graph 164(6)(d) of the Act 


‘in respect of which the election is made; 


(b) where an amount is specified under subpara- 
graph (a)(i), a schedule of the capital losses and 
capital gains referred to in Dee ee 164(6)(a) of 
the Act; 


(c) where an amount is specified tihtiss subpara- 
graph (a)(ii), 
(i) a schedule of the amounts of undepreciated 
capital cost described in paragraph 164(6)(b) 
of the Act, 


(ii) a statement of the amount that, but for 
subsection 164(6) of the Act, would be the 
non-capital loss of the estate for its first taxa- 
tion year; and 

(iii) a statement of the amount that; but for 
subsection 164(6) of the Act, would be the 
farm loss of the estate for its first taxation 
year. 
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History: That portion of subsec. 1000(1) preceding para. (b) substi- 
tuted, and paras. (d), (e) revoked, by P.C. 1988-390, s..5, March 3, 
1988, Canada Gazette, Part II, March 16, 1988, applicable with re- 
spect to deaths occurring after December 31, 1984, except that the 
documents referred to in subsec. 1000(1) may be filed before Sep- 
tember 14, 1988. 

Subpara. 1000(1)(c)(iii) added by P.C. 1985-2277, s. 1, July 24, 
1985, Canada Gazette, Part II, August 7, 1985, applicable to 1983 
et seq. except that, for the purposes of subsec. 1000(2), the state- 
ment referred to in subpara. 1000(1)(c)(iii) may be filed at any time 
before November 6, 1985. 


(2) The documents referred to in subsection (1) shall 
be filed not later than the day that is the later of 


(a) the last day provided by the Act for the filing 
of a return that the legal representative of a de- 
ceased taxpayer is required or has elected to file 

under the Act in respect of the income of that de- 
ceased taxpayer for the taxation year in which he 
died; and 


(b) the day the return of the income for the first 
taxation year of the deceased taxpayer’s estate is 
required to be filed under paragraph 150(1)(c) of 
the Act. 


1001. Annual instalments — Any election by a _ 


deceased taxpayer’s legal representative under sub- 
section 159(5) of the Act shall be made. by filing 
with the Minister the prescribed form on or. before 


the day on or before which payment of_the first of 


the “equal consecutive annual instalments” referred 
to in that subsection is required to be made. 


Forms: T2075: Election under subsection 159(5) by a deceased 


taxpayer’s legal representative to defer payment of income tax. 


Part Xl — Capital Cost 
Allowances 


Related Provisions [Part XI]: ITA 20(1.1) — Definitions in ITA 
13(21) apply to regulations. 

History [Part XI]: Part XI was consolidated by the Consolidated 
Regulations of Canada, chapter 945, proclaimed in force August 15, 
1979, by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part Il, 
August 8, 1979. 

Interpretation Bulletins [Part XI]: IT-285R2: Capital cost al- 
lowance — general comments, 


Forms [Part XI]: T776: Statement of real estate rentals; T777: 
Statement of employment expenses; T2041: Capital cost allowance 
schedule for self-employed persons; T2132: Capital cost allowance 
schedule (depreciation); T5014: Partnership capital cost allowance 
schedule. 


Division |— Deductions Allowed | 


1100. (1) For the purposes of, paragraphs 8(1)(j) and 
(p) and 20(1)(a) of the Act, the following deductions 
are allowed in computing a taxpayer’s°income for 
each taxation year: 
History: That portion of subsec. 1100(1) preceding para. tay substi- 
tuted by P.C. 1991-2272; subsec. 1(1), November 21, 1991; Canada 
Gazette, Part Il, December 4, 1991, applicable to 1988 et seq. 
(a) rates — subject to subsection (2), such 
amount as he may claim in respect of property of 
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each of the following classes in Schedule II not 
exceeding in respect of property 


(i) of Class 1, 4 per cent, 
Related Provisions: Reg. 1100(1)(zc). 
(ii) of Class 2, 6 per cent, 
Related Provisions: Reg. 1101(5i) — Separate class. 
(iii) of Class 3, 5 per cent, 
Related Provisions: Reg. 1100(1)(sb), (zc). 
(iv) of Class 4, 6 per cent, 
(v) of Class 5, 10 per cent, 
(vi) of Class 6,.10 per cent, 
Related Provisions: Reg. 1100(1)(sb), (zc). 
(vii) of Class 7, 15 per cent, 
(vill) of Class 8, 20 per cent, 
Related Provisions: Reg. 1100(1)(sb), (zc). 
(ix) of Class 9; 25 per cent, 
(x) of Class 10, 30 per cent, 


Related Provisions: Reg. 1100(1)(m) — Additional allow- 
ance — Canadian film or video production; Reg. 1100(1)(zc) — 
Additional allowance — railway expansion. and. modernization 
property; Reg. 1100(21) — Certified films and video tapes — limi- 
tation.on CCA; Reg. 1100(21.1) — Non-certified films and video 
tapes — limitation on CCA; Reg. 1101(5a), (5k), (Sk.1) — Separate 
classes for telecommunications spacecraft, certified productions and 
Canadian film or video productions. 


(x.1) of Class 10.1, 30 per cent, 
Related Provisions: Reg. 1101(laf)— Separate class. 

(xi) of Class 11, 35 per cent, 

(xii) of Class 12, 100 per cent, 
Related Provisions: Reg. 1100(1)(1), 1100(21), (21.1), (22). 

(xiii) of Class 16, 40 per cent, 

(xiv) of Class 17,8 per cent, 

(xv) of Class 18, 60 per cent, 

(xvi) of Class 22, 50 per cent, 

(xvii) of Class 23, 100 per cent, 

(xvili) of Class 25, 100 per cent, 

(xix) of Class 26, 5 per cent, 

(xx) of Class 28, 30. per cent, 

Related Provisions: Reg. 1100(1)(w), 1100(1)(zc)()(H). 
(xxi) of Class 30, 40 per cent, 
Related Provisions: Reg. 1101(5a) — Separate class. 
(xxii) of Class 31, 5 per cent, 

Related Provisions: Reg. 1101(5b) — Separate class. 
(xxiii) of Class 32, 10 per cent, 
Related Provisions: Reg. 1101(5b) — Separate class. 
(xxiv) of Class 33, 15 per cent, 

(xxv) of Class 35, 7 per cent, 

Related Provisions: Reg. 1100(1)(zc). 
(xxvi) of Class 37, 15 per cent, 
(xxvii) of Class 41, 25. per cent, 
Related Provisions: Reg. 1100(1)(y), (ya). 
(xxviii) of Class 42, 12 per cent, 
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' (xxix) of Class 43, 30:per cent, . 
(xxix.1) of Class 43.1. 90 per cent, and 
(xxx) of Class 44, 25 per cent, 


of the undepreciated capital cost to him as of the 
end of the taxation year (before making any de- 
duction under this subsection for the taxation 
year) of property of the class; 


Related Provisions [Reg. 1100(1)(a)]: Reg. 1100(2) — Half- 
year rule; 1100(3) — Short taxation year; Reg. 1700-— CCA rates 
for farming or fishing property acquired before, 1972, See also list at 
end of Reg. 1100(). 


History: Subpara. 1100(1)(a)(xxix.1) added by P.C!-1997-1033, 
subsec, 1(1); July: 25, 1997, Canada Gazette, Part Al, August 20, 
1997, applicable after February 21,:1994.., 


Subpara. 1100(1)(a)(xxx) added by P.C.1994-231¢° subsec. 1(1), 
February 10,1994, Canada Gazette, Part I, February 23, 1994; ap- 
plicable to property acquired after April 26, 1993. 


Subpara. 1100(1)(a)(xxix) added by P.C. 1994-230, s. 1, February 
10, 1994, Canada Gazette, Part TI, February 23, 1994, ep pir ADIe to 
property acquired after bee) 2, oe. 


Subpara. 1100(1)(a)(xxviii) added by P.C. 1994-139, subsec. 2(1), 
January, 27, 1994, Canada Gazette, Part II, February 9, 1994, appli- 
cable to property acquired by a taxpayer after December 23, 1991, 
other than property acquired pursuant to an agreement in writing 
entered into by the taxpayer before December '24, 1991, except that 
where the taxpayer so élects in a letter filed with the Minister of 
National Revenue before August 9, 1994, or in a letter that is at- 
tached to the taxpayer’s return of income for the taxpayer’s first tax- 
ation year ending after December 23, 1991, then subpara. 
1100(1)(a)(xxviii) applies to property acquired by the taxpayer after 
the beginning of that year. 


Subpara. 1100(1)(a)(x. 1) added by the said P.C. 1991-2272, subsec. 
1(2), applicable to taxation years and fiscal periods commencing af- 
ter June 17, 1987 that end after 1987.» 


Subpara. 1100(1)(a)(xxvii) added Dore. 1989- 2464, subsec. 1(1), 
December 14, 1989, Canada rage Part IT, January 3, 1990, ap- 
plicable to 1988 et seq: 


That portion of para. 1100(1)(a) preceding subpara. (i) substituted 
by P.C. 1983-1083, subsec: 1(1), April 14, 1983, Canada Gazette, 
Part II, April 27, 1983, applicable in respect of property (other than 
property described in Class 31 of Schedule IJ or paragraph (n) of 
Class 12 of that schedule) acquired or disposed of after November 
12, 1981, property described in the said Class 31 acquired or dis- 
posed of after 1981 and property described in paragraph (n) of the 
said Class 12 ‘acquired or disposed of after 1982. 


Subpara. 1100(1)(a)(xxvi) added by P.C. 1982-599, subsec. 1(1), 
February 25, 1982, Canada Gazette, Part Il, March 10, 1982. 


Subpara. 1100(1)(a)(xix) substituted. by P.C.: 1979-1488, subsec. 
1(1), May 17, 1979, Canada Gazette, Part II, June 13,, 1979. 


That portion of para. 1100(1)(a) following subpara. (xxv) substi- 
tuted by P.C. 1978-1315, subsec. 3(1), April 20, 1978, Canada Ga- 
zette,. Part JI,.May 10,.1978. 


Interpretation Bulletins [Reg. 1100(1)(a)]: IT-285R2: CCA — 
General comments; IT-478R: CCA —Recapture and terminal loss; 
IT-521R: Motor vehicle expenses claimed by self-employed indi- 
viduals; IT-522R: Vehicle, travel and sales expenses of employees. 


information Circulars. [Reg. 1100(1)(a)]: 84-1: Revision of 
capital cost allowance claims, and other permissive deductions. 


(b) Class: 13— such amount as the taxpayer 
may claim in respéct of the capital cost to the tax- 
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payer of property of Class 13 in Schedule I, not 
exceeding | 
(i) where the capital cost of the property, other 
than property described in subparagraph 
(2)(a)(v), (vi) or.(vil), was incurred in. the tax- 


ation year and after November 12,1981, 50 


per cent of the amount for the year calculated 
in accordance with Schedule IIL, and 


(ii) in any other case, the amount for. the year 
calculated in accordance with Schedule IIlI,. 


and, for the purposes of this: paragraph» and 
Schedule III, the capital cost to a taxpayer of a 
property shall be deemed to have been incurred at 
the time at’ which the property became available 
for use by the taxpayer; 

Related Provisions: Reg. 1 102(4), (5) — Improvements or alter- 


ations to leased properties; Reg. cRNA pole aI of a farmer 
owned since before 1972. 


History: Para. .1100(1)(b), substituted by P.C. 1994-139, subsec. 
2(2), January 27, 1994, Canada Gazette, Part Il, SUSY 9,.1994, 
applicable to property acquired. after 1989. 


Subpara. 1100(1)(b)G) amended by P.C. 1991-465, subsec. 1(1), 


March 14, 1991, Canada Gazette, Part 1, March 27, 1991, applica- 


ble in respect of taxation years ending after April 26, 1989. 


Para, 1100(1)(b) substituted by. P.C.. 1983-1083, subsec. 1(2), April | 


14, 1983, Canada Gazette, Part Il, April 27, 1983; applicable i in re- 
spect of property, (other. than property. described in Class 31.of 
Schedule II or paragraph (n) of Class 12 of that schedule) acquired 
or disposed of after November 12, 1981, property, described in the 


said Class 31. acquired or disposed of after 1981 and property de- — 


scribed in paragraph (n) of the said Class 12, acquired or RESR PRES of 
after 1982. 


Interpretation Bulletins: IT-324: CCA — Emphyteutie lease; 
IT-464R: CCA — Leasehold interests. 
(c) Class 14 — such amount as he oar claim in 
respect of property of Class 14 in Schedule II not 
exceeding the lesser of 


(i) the aggregate of the amounts for the year | 


obtained by apportioning the capital cost to 
him of each property over the life. of the prop- 
erty remaining at the time the cost was in- 
curred, and 


(ii) the undepreciated capital cost to him as of 
the end of the taxation year (before making 
any deduction under this. subsection for the 
taxation year) of property of the. class; 
Related Provisions: Reg. 1100(1)(a)(xxx) — 25% CCA rate.for 


certain patents; Reg. 1100(3) — Short taxation year rule does not 
apply to Reg. 1100(1)(c); Reg. 1100(9) — Patents. 


Interpretation Bulletins: IT-143R2: Meaning of “eligible capital 
expenditure”’; 
licences. 
(d) in lieu of double! depreciation — such 
additional amount as he may. claim not exceeding 
in the case of property described in each of the 
classes in Schedule II, the’ lesser of 


(1) one-half the amount that would have been 
allowed to him in respect of property of that 
class under subparagraph 6(n)(ii) of the Jn- 
come War Tax Act if that. Act were applicable 
to the taxation. year, and; 


IT-477: CCA — Patents, franchises, concessions and | 
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(ii) the undepreciated capital cost to him.as of 
the end ofthe taxation year (before: making 
any deduction,under this paragraph for the 
taxation year) of property of the class; 


(ec) timber limits and cutting rights — such 
amount as he may claim not exceeding the 
amount calculated in accordance with Schedule 
VI in respect of the capital cost to him of a prop- 
erty, other than.a timber resource:property, that is 
a timber limit or a right to cut timber from a 
limit; ? 

Related Provisions: Reg. 1100(3) — Short taxation year rule 

does not apply to Reg: 1100(1)(e); Reg. 1101(3) — Separate class; 


Reg. 5202“cost of capital’”(a),/5204*‘cost of capital’’(a) — Manufac- 
turing and processing credit. 


Interpretation Bulletins: aN 481: Timber resource property and 
timber limits. 


(f) Class 15 — such amount as he may claim 
not exceeding the amount calculated in accor- 
dance with Schedule IV, in respect of the capital 
cost to him of property of Class. 15 in Schedule 
I; 
Related Provisions: Reg. 1100(3) — Short ‘taxation year rule 
does not apply to’ Reg. 1100(1)(f); Reg. 1102(7) — River improve- 


ments; Reg: 1102(17) — Recreational: property; Reg. 5202“cost of  - 


capital”(a), 5204“cost of peel ie — Manufacturing and Process: 
ing credit. 


(g) industrial mineral mines — such amount 

as he may claim not exceeding the amount calcu- 

lated in accordance with Schedule V in respect of 

the capital cost to him of a property that is an in- 

dustrial mineral mine or a right to remove indus- 

trial minerals from an industrial mineral mine; 
Related Provisions: Reg. 1100(3)— Short taxation year rule 
does not apply to Reg. 1100(1)(g); Reg. 1101(4) — Separate class; 
Reg. 1104(3) — “Industrial :mineral mine”; Reg. 3900(2)“income 
derived from mining operations” — Deduction for mining taxes on 
income; Reg. 5202“cost of capital’(a), 5204“cost of capital’(a) — 
Manufacturing and processing credit. 


Interpretation Bulletins: IT-423: Sale of sand, gravel or top soil; 
IT-492: Industrial mineral mines. 


(h) [Revoked] 


History: Para. 1100(1)(h) and heading revoked by P.C. 1978-1315, 
subsec. 3(2), Anal 20, 1978, Canada’ Gazette, Part If, ay 10, 
1978. 


(i) additional allpsances:>.lishing ves- 
sels — such additional amount-as he may. claim 
in the case of property of a separate class pre- 
scribed by subsection 1101(2) not exceeding the 
lesser of 


(i) the amount by which the depreciation that 
could have been taken on the property, if the 
Orders in Council referred to in that subsec- 
tion were applicable to the. taxation year, ex- 
ceeds the amount allowed under paragraph (a) 
in respect of the property, and 


(i1) the undepreciated capital cost to him as of 
the end of the taxation year (before making 
any deduction under this paragraph for the 
taxation year) of property of the class; 
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Interpretation Bulletins: IT-267R2: CCA — vessels. 
(j), (k) [Repealed] | 


History [Reg. 1100(1)(j), (k)]: Paras. 1100(1)q), (k) repealed by 
P.C. 1995-775, subsec. 1(1), May 16, 1995, Canada Gazette, Part 
II, May 31, 1995, applicable to property acquired on or after May 
S995" 
(1) additional allowances — certified pro- 
ductions — such additional amount as he may 
claim in respect of property for which a separate 
class is prescribed by subsection: 1101(5k) not ex- 
ceeding the lesser of 


(i) the aggregate of his income for the year 
from that property and from property de- 
scribed in paragraph (n). of Class 12 in Sched- 
ule II, determined before making any deduc- 
tion under this paragraph, and 


(i1) the undepreciated capital cost to him of 
property of that separate class as of the end of 
the year before making any deduction under 
this paragraph for the year 


Related Provisions: Reg. 1100(3)— Short taxation year rule 
does not apply to Reg. 1100(1)(1). 

History: Para. 1100(1)(1) added by P.C. 1988-2795, subsec. 1(1), 
December 22, 1988, Canada Gazette, Part I], January 18, 1989, ap- 
plicable in respect of property acquired after 1987. 

Former para. 1100(1)(1) and heading revoked by P.C. 1978-1315, 
subsec: 3(3), April 20,:1978, Canada Gazette, Part Il, May 10, 
1978: 


(m) [Revoked] 
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History: Para. 1100(1)(m) and heading revoked by P.C. 1978- 
1315, subsec. 3(3), April 20, 1978, Canada Gazette, Part Il, May 
10,1978. 


(n) Class 19 — where the aapaiies is a corpora- 
tion that had a degree of Canadian ownership in 
the taxation year, or is an individual who was res- 
ident in Canada in the taxation year for not less 

than 183 days, such amount as he may claim in 
respect of property of Class 19. in Schedule IL that 
was acquired in a particular taxation year not ex- 
ceeding the lesser of 


(i) 50 per cent of the capital cost thereof to 
him, and 


(ii) the amount by which the festa cost 
thereof to him exceeds the aggregate of the 
~~amounts deducted in respect thereof in com- 
puting his income for previous taxation years, 


but the aggregate of amounts deductible for a tax- 
ation year in respect of property acquired in each 
of the particular taxation years, under this para- 
graph, shall not exceed the undepreciated capital 
cost to him as of the endof the taxation year 
(before making any deduction under this subsec- 
tion for the taxation year) of property: of the class; 


Related Provisions: Reg. 1100(1)(o).: 


(0) where the taxpayer is not entitled to make a 
deduction under paragraph (n) in computing his 
income for a taxation year, such amount as he 
may claim in respect of property of Class 19 in 
Schedule II not exceeding 20 per cent of the un- 
depreciated capital cost to him as of the end of 
the taxation year (before making any deduction 
under this subsection for the taxation year) of 
property of the class; 


(p) Class 20 — such amount as he may claim in 
respect of property: of Class 20 in Schedule II that 
was acquired in a particular taxation year not ex- 
ceeding the lesser of 


(i) 20 per cent of the capital cost thereof to 
~ him, and 


(ii) the amount by which the capital cost 
thereof to him exceeds the aggregate of the 
amounts deducted in respect thereof in com- 
puting his income for previous taxation years, 


but the aggregate of amounts deductible for a tax- 
ation year in respect of property acquired in each 
of the particular taxation years, under this para- 
graph, shall not exceed the undepreciated capital 
cost to him as of the end of the taxation year 
(before making any deduction under this subsec- 
tion for the taxation year) of property of the class; 
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(q) Class 21 — such amount as he may claim in 
respect of property of Class 21 in Schedule II that 
was acquired in a particular taxation year not ex- 
ceeding the lesser of 


(i) 50 per cent of the gonial cost _— to 
him, and 


(ii) the amount by which the capital-cost 
thereof to him exceeds the aggregate of the 
amounts deducted in respect thereof in com- 
puting his income for previous taxation years, 


but the aggregate of amounts deductible for a tax- 
ation year in respect of property acquired in each 
of the particular taxation years, under this para- 
graph, shall not exceed the undepreciated capital 
cost to him as: of the end of the taxation year 
(before making any deduction under this subsec- 
tion for the taxation year) of property of the’class; 


(r), (Ss), (sa) [Revoked] 
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was after April 1, 1972 but before August '1, 
1974, and 


(iii) that was not used for any” purpose 
whatever before it was acquired by the 
taxpayer, 


not exceeding the lesser_of 


(iv) where the property is included in Class 3, 
22 per cent of the capital cost thereof, where 
the property is included in Class 6; 20 per cent 
of the capital cost thereof or where the prop- 
erty is included in. Class..8, 
(A) 14 per cent of the capital cost thereof 
in the case of property referred to in clause 
(i)(C), (D) or (F), and 
(B) 14 per cent of the lesser of $15,000 


and the capital cost thereof in the case of 
property described in clause (1)(E); and 


History: Paras. 1100(1)(r), (s), (sa) revoked by P.C. 1978-1315, 
subsec. 3(4), April 20, 1978, Canada Gazette, Part Il, May 10, 
1978. 


(v) the undepreciated capital cost to him as of 
the end of the taxation year (before making 


(sb) additional allowances — grain storage 
facilities — such additional amount as he may 
claim in respect of property included in Class 3, 6 
or 8 in Schedule II 


(i) that is 
(A). a grain elevator situated in that part of 
Canada that.is defined in section 2 of the 


Canada Grain Act as the “Eastern. Divi- 
sion’? the- principal use of which 


(1) is the receiving of..grain directly 
from producers for storage or forward- 
ing or both, — 


(II) is the receiving and storing of grain 
for. direct manufacture or processing 
into other products, or 


(II) has been certified by the Minister 
of Agriculture: to be the receiving of 
grain that has not been officially in- 
spected or weighed, 


(B) an addition to.a grain elevator de- 
scribed in clause (A), 


(C) fixed machinery installed in a grain el- 
evator in respect of which, or in respect of 
an addition to which, an additional amount 
has been or may be claimed under this 
paragraph, 
(D) fixed machinery, designed for the pur- 
pose of drying grain, installed in a grain el- 
evator described in clause (A), 


(E) machinery designed for the purpose of 
drying grain on a farm, or ~~ 


(F) a building or other. structure designed 
for the. purpose of storing grain on a farm, 


(i1) that was acquired by the taxpayer in the 
taxation year or in one: of the three immedi- 
ately preceding taxation years, at a time that 


2014 


any deduction under this paragraph for the 
taxation year) of property of the class; 


(t) Classes 24, 27, 29 and 34 — for the taxa- 


tion year that includes November 12, 1981, such ~ 


amount as he may claim in respect of property of 
each of Classes 24, 27, 29 and 34 in Schedule I 
not exceeding the aggregate of 


(1) 50 per cent of the lesser of 


(A) the capital cost to him of all designated 
property of the class acquired by him in 
the year, and 


_ (B) the undepreciated capital cost to him 
of property of the class as of the end of the 
year (computed as if no amount were. in- 
cluded. in respect of property, other than 
designated property of the class, acquired 
after November 12, 1981 and before mak- 
ing any deduction under this paragraph for 
the year), 


Gi) the amount, if any, by which the amount 
determined under clause (i)(B) in respect of 
the class exceeds the amount determined 
under clause (i)(A) in respect of the class, and 


(iii) the lesser of 


(A) 25 per cent of the capital cost to him of 
all property, other than designated prop- 
erty, of the class acquired by him in the 
year, and 


(B) the undepreciated capital cost to him 
of property of the class as of the end of the 
year (before making any deduction under 
this paragraph for the year); 


Related Provisions: Reg. 1 100(24) — Specified energy property. 


(ta) for taxation years commencing after Novem- 
ber 12, 1981, such amount as he may claim in re- 
spect of property of each of Classes 24, 27, 29 
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and 34 in Schedule II not exceeding the aggregate 


of 


(i) the aggregate of 
(A) the lesser of 


(I) 50 per cent of the capital cost to him 
of all designated property of the class 
acquired by him in the year, and 


(II) the undepreciated capital cost to 
him of property of the class as of the 
end of the year (before making any de- 
duction under this paragraph for the 
year and, where any of the property re- 
ferred to in subclause (I) was acquired 
by virtue of a specified transaction, 
computed as if no amount were in- 
cluded in respect of property, other 
than designated property of the class 
acquired by him in the year), and 


(B) 25 per cent of the lesser of 


(1) the undepreciated capital cost to him 
of property of the class as of the end of 
the year (computed as if no amount 
were included in respect of designated 
property of the class acquired by him in 
the year and before making any deduc- 
tion under this paragraph for the year), 
and 


(II) the capital cost to him of all prop- 
erty, other than designated property, of 
the class acquired by him in the year, 
and 


(ii) the lesser of 
(A) the amount, if any, by which 


(1) the undepreciated capital cost to him 
of property of the class as of the end of 
the year (before making any deduction 
under this paragraph for the year) 


exceeds 


(II) the capital cost to him of all prop- 
erty of the class acquired by him in the 
year, and 


(B) an amount equal to the aggregate of 


(1) 50 per cent of the capital cost to him 
of all property of the class acquired by 
him in the immediately preceding taxa- 
tion year, other than designated prop- 
erty of the class acquired in a specified 
transaction, and 


(II) the amount, if any, by which the 
amount determined under clause (A) 
for the year with respect to the class ex- 
ceeds the aggregate of 75 per cent of 
the capital cost to him of all property, 
other than designated property, of the 
class acquired by him in the immedi- 
ately preceding taxation year and 50 
per cent of the capital cost to him of 
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designated property of the class ac- 
quired by him in the immediately pre- 
ceding taxation year, other than desig- 
nated property of the class acquired in a 
specified transaction, 


and for the purposes of this paragraph and para- 
graph (t), “designated property” of a class means 


(111) property of the class acquired by him 
before November 13, 1981, 


(iv) property deemed to be designated prop- 
erty of the class by virtue of paragraph 
(2.1)(g) or (2.2)G), and 
(v) property described in subparagraph 
(2)(a)(v), (vi) or (vil), 

and, for the purposes of this paragraph, 


(vi) “specified transaction” means a transac- 
tion to which subsection 85(5), 87(1), 88(1), 
97(4) or 98(3) or (5) of the Act applies, and 


(vii) subject to paragraph (2.2)(Q), a property 
shall be deemed to have been acquired by a 
taxpayer at the time at which the property be- 
came available for use by the taxpayer; 
Related Provisions: Reg. 1100(2.2)(j); Reg. 1100(24) — Speci- 
fied energy property. 
History: That portion of para. 1100(1)(ta) following subpara. (iv) 
substituted by P.C. 1994-139, subsec. 2(3), January 27, 1994, Can- 
ada Gazette, Part IJ, February 9, 1994, applicable to property ac- 
quired after 1989. 
Subpara. 1100(1)(ta)(v) added by P.C. 1991-465, subsec. 1(2), 
March 14, 1991, Canada Gazette, Part Il, March 27, 1991, applica- 
ble in respect of taxation years ending after April 26, 1989. 


The heading preceding para. 1100(1)(t) and para. 1100(1)(t) substi- 
tuted and para. 1100(1)(ta) added by P.C. 1983-1083, subsec. 1(3), 
April 14, 1983, Canada Gazette, Part II, April 27, 1983, applicable 
in respect of taxation years ending after November 12, 1981. 


Interpretation Bulletins: IT-147R3: CCA — Accelerated write- 
off of manufacturing and processing machinery and equipment; IT- 
336R: CCA — Pollution control property. 


(u) [Revoked] 
History: Para. 1100(1)(u) revoked by P.C. 1978-1315, subsec. 
3(5), April 20, 1978, Canada Gazette, Part Il, May 10, 1978. 


(v) Canadian vessels — such amount as the 
taxpayer may claim in respect of property that is 


(i) a vessel described in subsection 1101(2a), 


(ii) included in a separate prescribed class be- 
cause of subsection 13(14) of the Act, or 


(iii) a property that has been constituted a pre- 
scribed class by subsection 24(2) of Chapter 
91 of the Statutes of Canada, 1966-67, 


not exceeding the lesser of 


(iv) where the property, other than property 
described in subparagraph (2)(a)(v), (vi) or 
(vii), was acquired in the taxation year and af- 
ter November 12, 1981, 16 7/3 per cent of the 
capital cost thereof to the taxpayer and, in any 
other case, 33 '/3 per cent of the capital cost 
thereof to the taxpayer, and 
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(v) the undepreciated capital cost to the tax- 
payer as of the end of the taxation year 
(before making any deduction under this para- 
graph for the taxation year) of property of the 
class, 


and, for the purposes of subparagraph (iv), a 
property shall be deemed to have been acquired 
by a taxpayer at the time at which the property 
became available for use by the taxpayer for the 
purposes of the Act; 
History: Para. 1100(1)(v) and its heading were amended by subsec. 
2(4) of P.C. 1994-139, January 27, 1994, Canada Gazette, Part II, 
February 9, 1994, the heading and subpara. (i) applicable with re- 
spect to property acquired after July 13, 1990, the rest applicable 
with respect to property acquired after 1989. 


Subpara. 1100(1)(v)G@v) amended by P.C. 1991-465, subsec. 1(3), 
March 14, 1991, Canada Gazette, Part I], March 27, 1991, applica- 
ble in respect of taxation years ending after April 26, 1989. 


All that portion of para. 1100(1)(v) preceding subpara. (v) substi- 
tuted by P.C. 1983-1083, subsec. 1(4), April 14, 1983, Canada Ga- 
zette, Part II, April 27, 1983, applicable in respect of property (other 
than property described in Class 31 of Schedule II or paragraph (n) 
of Class 12 of that schedule) acquired or disposed of after Novem- 
ber 12, 1981, property described in the said Class. 31 acquired or 
disposed of after 1981 and property described in paragraph (n) of 
the said Class 12 acquired or disposed of after 1982. 


Interpretation Bulletins: IT-267R2: CCA — Vessels. 

Advance Tax Ruling:, ATR-52: Accelerated rate of CCA for 

vessels. 
(va) additional allowances — offshore 
drilling vessels — such additional amount as 
he may claim in respect of property for which a 
separate class is prescribed by subsection 
1101(2b) not exceeding 15 per cent of the un- 
depreciated capital cost to him of property of that 
class as of the end of the taxation year (before 


making any deduction under this, subsection for 


the taxation year); 
Interpretation Bulletins: IT-267R2: CCA — vessels. 


(w) additional allowances — Class 28 — 
subject to section 1100A, such additional amount 
as he may claim in respect of property described 
in Class 28 acquired for the purpose of gaining or 
producing income from a mine or in respect of 
property acquired for the purpose of gaining or 
producing income from a mine and for which a 
separate class is prescribed by subsection 
1101(4a), not exceeding the lesser of 


(i) the taxpayer’s income for the year from the 
mine determined before making any deduc- 
tion under this paragraph, paragraph (x), (y) 
or (ya), paragraph 20(1)(v.1) of the Act, sec- 
tion 65, 66, 66.1, 66.2 or 66.7 of the Act or 
section 29 of the Income Tax Application 
Rules, and 
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(i1) the undepreciated capital cost to him of 
property of that class as of the end of the taxa- 
tion year (before making any deduction under 
this paragraph for the taxation year); 

Related Provisions: Reg. 1100(3)— Short taxation year rule 


does not apply to Reg. 1100(1)(w); Reg. 1104(5), (6.1) — Income 
from a mine. 


History: Subpara. 1100(1)(w)(i) amended by P.C. 1994-1817, s.. 


48, November 1, 1994, Canada Gazette, Part II], November 30, 
1994. 


Subpara. 1100(1)(w)() substituted by P.C. 1989-2464, subsec. 1(2), 
December 14, 1989, Canada Gazette, Part I, January 3, 1990, ap- 
plicable to 1988 ef seq. 


That portion of para. 1100(1)(w) preceding subpara. (i) thereof sub- 
stituted by P.C. 1985-465, s. 1, February 14, 1985, Canada Gazette, 
Part II, March 6, 1985. 


(x) subject to section 1100A, such additional 
amount as he may claim in respect of property 
acquired for the purpose of gaining or producing 
income from more than one mine and for which a 
separate class is prescribed by subsection 
1101(4b), not exceeding the lesser of 


(i) the taxpayer’s income for the year from the 
mines determined before making any deduc- 
tion under this paragraph, paragraph (ya), par- 
agraph 20(1)(v.1) of the Act, section 65, 66, 
66.1, 66.2 or 66.7 of the Act or section 29 of 
the Income Tax Application Rules, and 
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(ii) the undepreciated capital cost to him of 
property of that class as of the end of the taxa- 
tion year (before making any deduction under 
this paragraph for the taxation year); 

Related Provisions: Reg. 1100(3)— Short taxation year rule 


does not apply to Reg. 1100(1)(x); Reg. 1104(5), (6.1) — Income 
from a mine; Reg. 1104(7) — Interpretation. 


History: Subpara. 1100(1)(x)(i) amended by P.C. 1994-1817, s. 48, 
November 1, 1994, Canada Gazette, Part Il, November 30, 1994. 


Subpara. 1100(1)(x)(@) substituted, by P.C. 1989-2464, subsec. 1(3), 
December 14, 1989, Canada Gazette. Part Il, January 3, 0, ap- 
plicable to 1988 et seq. 


(y) additional allowances — Class 41 — 
such additional amount as the taxpayer may 
claim in respect of property acquired for the pur- 
pose of gaining or producing income from a mine 
and for which a separate class is prescribed by 
subsection 1101(4c), not exceeding the lesser of 


(i) the taxpayer’s income for the year from the 
mine determined before making any deduc- 
tion under this paragraph, paragraph (x) or 
(ya), paragraph 20(1)(v.1), of the Act, section 
65, 66, 66.1, 66.2 or 66.7 of the Act or section 
29 of the Income Tax Application Rules, and 


4ii) the undepreciated capital cost to the tax- 
payer of property of that class as of the end of 
the taxation year (computed without reference 
to subsection (2) and before making any de- 
duction under this paragraph for the taxation 
year); 

Related Provisions: Reg. 1100(3)— Short taxation year rule 


does not apply to Reg. 1100(1)(y); Reg. 1104(5), (6.1) — Income 
from a mine; Reg. 1 104(7) — Interpretation. 


History: Subpara. 1100(1)(y)(i) amended by P.C. 1994-1817, s. 48, 
November 1, 1994, Canada Gazette, Part II, November 30, 1994. : 


Subpara. 1100(1)(y)(ii) amended by P.C. 1992-2335, Sch. II, sub- 
sec. 1(1), November 19, 1992, Canada Gazette, Part Il, December 
2, 1992, applicable to '1988 ef seq. 


Para. 1100(1)(y) added by P.C. 1989-2464, subsec. 1(4), December 
14, 1989, Canada Gazette, Part II, January 3, 1990, applicable to 
1988 et seq. 


The heading preceding para. 1100(1)(y) and para. 1100(1)(y) re- 
voked by P.C. 1983-1083, subsec. 1(5), April 14, 1983, Canada Ga- 
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zette, Part Il, April 27, 1983, applicable in respect of taxation years 

ending after November 12, 1981. 
(ya) [property for more than one mine] — 
such additional amount as the taxpayer may 
claim in respect of property acquired for the pur- 
pose of gaining or producing income from more 
than one mine and for which a separate class is 
prescribed by subsection 1101(4d), not exceeding 
the lesser of 


(i) the taxpayer’s income for the year from the 
mines determined before making any deduc- 
tion under this paragraph, paragraph 


20(1)(v.1) of the Act, section 65, 66, 66.1, 
66.2 or 66.7 of the Act. or section 29 of. the 
Income Tax Application Rules, and 


(ii) the undepreciated capital cost to the tax- 
payer of property of that class as of the end of 
the taxation year (computed without reference 
to subsection (2) and before making any de- 
duction under, this paragraph for the taxation 
year); 

Related Provisions: Reg. 1100(3) — Short taxation year rule 


does not apply to Reg. 1100(1)(ya);.Reg. 1104(5), (6.1) — Income 
from a mine; Reg. 1104(7) — Interpretation. 

History: Subpara. 1100(1)(ya)G) amended by P.C, 1994-1817, s. 
48, November 1, 1994, Canada Gazette, Part II, November 30, 
1994. 

Para, 1100(1)(ya) added by P.C. 1989-2464, subsec. 1(4), Decem- 
ber 14, 1989, Canada Gazette, Part II, January 3, 1990, applicable 
to 1988 ef seq. 


(z) additional allowances — railway 
cars — such additional amount as the taxpayer 
may claim in respect of property for which a sep- 
arate class is prescribed by paragraph 1101(5d)(c) 
not exceeding eight per cent of the undepreciated 
capital cost to the taxpayer of property of that 
class as of the end of the taxation year (before 
making any deduction under this subsection for 
the taxation year); » 

History: Para. 1100(1)(z) amended by P.C. 1991-465, subsec. 1(4), 

March 14, 1991, Canada Gazette, Part II, March 27, 1991, applica- 

ble after April 26, 1989. 
(z.1a) such additional amount as the taxpayer 
may claim in respect of property for which a sep- 
arate class is prescribed by paragraph 
1101(5d)(d), (e) or (f), not exceeding six per cent 


2017 


Reg. 


S..1100(1)(z.1a) Income Tax Regulations, Part XI 


of the undepreciated capital cost to the taxpayer 
of property of that class as of the end of the taxa- 
tion year (before making any deduction under 
this subsection for the taxation: year); 
History: Para. 1100(1)(z.1a) added by P.C. 1991-465, subsec.-1(5), 
March 14, 1991, Canada’ Gazette, Part H,:March 27, MEF i 
applicable 


(a) in respect of property acquired by a taxpayer after April 26, 


owned and operated a railway, such additional 
amount as the taxpayer may claim in respect of 
property for which a separate class is prescribed 


by subsection 1101(Se.2), not excéeding five per 


cent of the undepreciated capital cost to the tax- 
payer of property of that class as of the end of the 
year (before making any deduction under this 
subsection for the year); 


1989 for rent or lease to another person; 29 History: Para. 1100(1)(za.2) added by P.C, 1994- 139, subsec. 26), 
(b) to the 1990 and’ subsequent. taxation. years: in respect of January 27, 1994, Canada Gazette, Part II, February 9, 1994, appli- 
property. acquired by a.taxpayer before April 27, 1989 for rent cable to property acquired after December 6, 1991. 


or lease,to another person, except that the reference to “six” in 
para. 1100(1)(z.1a) shall be read as a reference to “7 in respect 
of the 1990 taxation year, to “7 1/7” in respect of the 1991 taxa- 
tion year, to “7” in respect of the 1992 taxation year, to “6 7/:” 
in respect of the 1993 taxation year, and'to “6'/3”\in respect of 
the 1994 taxation year; and 


(c) in respect of property acquired bya taxpayer after February 
2, 1990, other than 


(1) property acquired for rent or lease to another person, 


(zb) [trestles] — such additional amount as he 
may claim in respect of property for which a sep- 
arate class is prescribed by subsection 1101(5f) 
not exceeding three per cent of the undepreciated 
capital cost to him of property of that class as of 


the end of the taxation year (before making any 


deduction under this subsection for the taxation 


year); 


(ii) property acquired pursuant to an agreement in writing | History: Paras. 1100(1)(za), (zb) added by P.C. 1978- 344, s. 1, 
entered into before February 33 1990, or : February 9, 1978, Canada Gazette, Part II, February 22, 1978, ef- 


(iii) property under construction by or on behalf of the tax- 
payer before February 3, 1990. 
(z.1b) [railway property] - — where throughout 
the taxation year the taxpayer was a common Car- 
rier that owned and operated a railway, such ad- 
ditional amount as the taxpayer may claim in re- 
spect of property for which a separate class is 
prescribed by subsection 1101(5d.1), not exceed- 
ing three per cent of the undepreciated capital 
cost to the taxpayer of property of that class as of 
the end of the year (before making any deduction 
under this subsection for the year); 
History: Para. 1100(1)(z.1b) addéd by P.C. 1994-139, subsec. 2(5), 


January 27, 1994, Canada Gazette, Part II, February 9,-1994, appli- 
cable to property acquired after December 6, 1991. 


(za) additional allowances — railway track 
and related property — such additional 
amount as he may claim in respect of property for 
which a separate class is prescribed by subsection 
1101(Se) not exceeding four per cent of the un- 
depreciated capital cost to him of property of that 
class as of the end of the taxation year (before 
making any deduction under this subsection for 
the taxation year); 


(za.1) where throughout the taxation year the-tax- 
payer was,a common carrier-that owned, and op- 
erated a railway, such additional.amount as. the 
taxpayer may claim in, respect. of property. for 
which a-separate class.is prescribed:-by subsection 
1101(5e.1); not.exceeding 'six per cent of the un- 
depreciated capital cost-to, the taxpayer of prop- 
erty of that class as of the end. of the year (before 
making any deduction under this, subsection for 
the year); 

History: Para. 1100(1)(za.1) added by P.C. 1994-139, subsec. 2(6), 

January 27; 1994, Canada-Gagette, Part I, February 9, 1994, appli- 

cable to property acquired after December 6, 1991. 
(za.2) [trestles] — where throughout the taxa- 
tion year the taxpayer: was a common carrier that 
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fective after March 31, 1977. 


(zc) ‘additional allowances — railway 
expansion and modernization property — 


_ Where the taxpayer owns and operates a railway 


as a common carrier, such additional amount as 
he may claim in respect of property of a class in 
Schedule Ii (in this paragraph referred to as “des- 
ignated property” of the class) 


@) that is 


' |(A) included in Class 1 in Schedule II by 
virtue of paragraph (h) or (i) of that Class, 


(B) a bridge, culvert, subway or tunnel in- 
 Cluded in Class 1 in Schedule II that is an- 

cillary to railway track and grading, 

(C) a trestle included in Class 3 in Sched- 

ule II that is ancillary to Hana track and 

grading, 


(D) included in Class 6 in Schedule II by 
virtue of paragraph (j) of that Class, 


(E) machinery or equipment included in 
Class 8.in Schedule IL that is, ancillary to 


(1) railway track and grading, or 


(I) railway traffic control or signalling 
equipment, including switching, block 
signalling, interlocking, crossing pro- 
tection, detection, speed control or 
retarding equipment, but not including 
property that is principally electronic 
equipment or systems software 
therefor, é 
(F).machinery or equipment included in 
Class 8 in Schedule II that 


(1) was acquired principally for the pur- 
pose of maintaining or servicing, or 


(II) is ancillary to and used as part of, 
a railway locomotive or railway car, 
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(G) included in Class 10 in Schedule II by 
virtue of subparagraph (m)(i), (ii) or (iii) of 
that Class, 


(H) included in Class 28 in Schedule II by 
virtue of subparagraph (d)(ii) of that Class 
(other than property referred to in subpara- 
graph (m)(iv) of Class 10), or 
(I) included in Class 35 in Schedule Il, 
(ii) that was acquired by him principally for 
use in or is situated in Canada, 
(iii) that was acquired by him in respect of the 
railway in the taxation year or in one of the 
four immediately preceding taxation years, at 


a time that was after April 10, 1978 but before 
1988, and 


(iv) that was not used for any purpose 
whatever before it was acquired by him, 


not exceeding the lesser of 


(vy) six per cent of the aggregate of the capital 
cost to him of the designated property of the 
class, and 


Schedule I not exceeding that percentage which 
is the aggregate of 


(i) that proportion of 40 per cent that the num- 
ber of days in the taxation year that are in 
1988 is of the number of days in the taxation 
year that are after 1987, 


(ii). that proportion of 35 per cent that the 
number of days in the taxation year that are in 
1989 is of the number of days in the taxation 
year, 


(ii) that proportion of 30 per cent that the 
number of days in the taxation year that are in 
1990 is of the number of days in the taxation 
year, and 


(iv) that proportion of 25 per cent that the 
number of days in the taxation year that are 
after 1990 is of the number of days in the tax- 
ation year 


of the undepreciated capital cost to the taxpayer 
of property of that class as of the end of the taxa- 
tion year (before making any deduction under 
this paragraph for the taxation year); and 


Interpretation Bulletins: IT-147R3: CCA — Accelerated write- 


(vi) the undepreciated capital cost to him as of | off of manufacturing and processing machinery and equipment. 


the end of the taxation year (after making all 
deductions claimed by him under other provi- 
sions of this subsection for the taxation year 
but before making any deduction under this 
paragraph for the taxation year) of property of 
the class; 


History: Subpara. 1100(1)(zc)(iii) substituted by P.C.. 1984-2044, 
s. 1, June 14, 1984, Canada Gazette, Part II; June 27, 1984. 


Para. 1100(1)(zc) added by P.C. 1979-1488, subsec. 1(2), May 17, 
1979, Canada Gazette, Part II, June 13, 1979, effective from April 
11, 1978. ! 


(zd) Class 38 — such amount as the taxpayer 
may claim in respect of property of Class 38 in 
Schedule II not exceeding that percentage which 
is the aggregate of 


(i) that proportion of 40 per cent that the num- 
ber of days in the taxation year that are in 
1988 is of the number of days in the taxation 
year that are after 1987, 


(ii) that proportion of 35 per cent that the 


(zf) Class 40 — such amount as the taxpayer 
may claim in respect of property of Class 40 in 
Schedule II not exceeding that percentage which 
is the aggregate of ) 


(i) that proportion of 40 per cent that the num- 
ber of days in the taxation year that are in 
1988 is of the number of days in the taxation 
year that are after 1987, 


(ii) that proportion of 35 per cent that the 
number of days in the taxation year that are in 
1989 is of the number of days in the taxation 
year, and 


(iii) that proportion of 30 per cent that the 
number of days in the taxation year that are in 
1990 is of the number of days in the taxation 
year 


of the undepreciated. capital cost to the taxpayer 
of property of that class as of the end of the taxa- 
tion year (before making any deduction under 


this paragraph for the taxation year). 


number of days in the taxation year that are in | Interpretation Bulletins [Reg. 1100(1)(zf)]: IT-147R3: 

y y : | 
1989 is of the number of days in the taxation | CCA — Accelerated write-off of manufacturing and processing ma- 
year, and chinery and equipment. 


(iii) that proportion of 30 per cent that the 
number of days in the taxation year that are 
after 1989 is of the number of days in the tax- 
ation year 


of the undepreciated capital cost to the taxpayer 
of property of that class as of the end of the taxa- 
tion year (before making any deduction under 
this paragraph for the taxation year); 


(ze) Class 39 — such amount as the taxpayer 
may claim in respect of property of Class 39 in 


2019 


Reg. 
S. 1100(1)(zg) (Gi) Income Tax Regulations, Part XI 


2020 


Reg. 
Div. 1— Deductions Allowed S. 1100(1.1)(a)(i)(A) 


Related Provisions [Reg. 1100(1)]: Reg. 1100(1.1) — Speci- 
fied leasing property; Reg. 1100(3)-— Taxation year less than 12 
months; Reg.,. 1100(11) — Rental. properties; Reg. 1100(15) — 
Leasing properties; ITA 20(1.1) — Definitions in ITA 13(21) apply 
to regulations. 

History: Paras. 1100(1)(zd) to (zf) added by P.C, 1989-2464, sub- 
sec. 1(5), December 14, 1989, Canada Gazette, Part II, January 3, 
1990, applicable to 1988 et seq. 


Interpretation Bulletins [Reg. 1100(1)]: IT-478R: CCA — Re- 
capture and terminal loss. 


Forms [Reg. 1100(1)]: See at beginning of Reg. Part II. 


(1.1) Notwithstanding subsections (1) and (3), the 
amount deductible by a taxpayer for a taxation year 
in respect of a property that is a specified leasing 
property at the end of the year is the lesser of 


(a) the amount, if any, by which the aggregate of 


(i) all amounts that would be considered to be 
repayments in the year or a preceding year on 
account of the principal amount of a loan 
made by the taxpayer if 


(A) the taxpayer had made the loan at the 
time that the property last became a speci- 
fied leasing property and in a principal 
amount equal to the fair market value of 
the property at that time, 
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(B) interest had been charged on the prin- 
cipal amount of the loan outstanding from 
time to time at the rate, determined in ac- 
cordance with section 4302, in effect at the 
earlier of 


(I) the time, if any, before the time re- 
ferred to in subclause (II), at which the 
taxpayer last entered into an agreement 
to lease the property, and 


(II) the time that the property last be- 
came a specified leasing property 


(or, where a particular lease provides that 
the amount paid or payable by the lessee of 
the property for the use of, or the right to 
use, the property varies according to pre- 
vailing interest rates in effect from time to 
time, and the taxpayer so elects, in respect 
of all of the property that is the subject of 
the particular lease, in the taxpayer’s re- 
turn of income under Part I of the Act for 
the taxation year of the taxpayer in which 
the particular lease was entered into, the 
rate determined in accordance with section 
4302 that is in effect at the beginning of 
the period for which the interest is being 
calculated), compounded semi-annually 
not in advance, and 


(C) the amounts that were received or re- 
ceivable by the taxpayer before the end of 
the year for the use of, or the right to use, 
the property before the end of the year and 
after the time it last became a specified 
leasing property were blended payments of 
principal and interest, calculated in accor- 
dance with clause (B), on the loan applied 
firstly on account of interest on principal, 
secondly on account of interest on unpaid 
interest, and thirdly on account of princi- 
pal, and 


(ii) the amount that would have been deducti- 
ble under this section for the taxation year (in 
this subparagraph referred to as the “particular 
year’) that includes the time (in this subpara- 
graph referred to as the “particular time’) at 
which the property last became a specified 
leasing property of the taxpayer, if 

(A) the property had been transferred to a 

separate prescribed class at the later of 


(I) the beginning of the particular year, 
and 


(II) the time at which the property was 
acquired by the taxpayer, 


(B) the particular year had ended immedi- 
ately before the particular time, and 


(C) where the property was not a specified 
leasing property immediately before the 
particular time, subsection (3) had applied, 
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exceeds 


(iii) the aggregate of all amounts deducted by 
the taxpayer in respect of the property by rea- 
son of this subsection before the commence- 
ment of the year and after the time at which it 
last became a specified leasing property; and 


(b) the amount, if any, by which, 


(i) the aggregate of all amounts that would 
have been deducted by the taxpayer under this 
Part in respect of the property under para- 
graph 20(1)(a) of the Act in computing the in- 
come of the taxpayer for the year and all pre- 
ceding taxation years had this subsection and 
subsections (11) and (15) not applied, and had 
the taxpayer, in each such year deducted 
under paragraph 20(1)(a) of the Act the maxi- 
mum amount allowed under this Part, read 
without reference to this subsection and sub- 
section (11) and (15), in respect of the 


property, 
exceeds 


(ii) the total depreciation allowed to the tax- 
payer before the commencement of the year in 
respect of the property. 

Related Provisions: Reg. 1100(1.11) — Meaning of “specified ~ 


leasing property”; Reg. 1100(1.12); Reg. 4302 — Prescribed rate of 
interest. 


(1.11) In this section and subsection 1101(5n), 
“specified leasing property” of a taxpayer at any 
time means depreciable property (other than exempt 
property) that is 


(a) used at that time by the taxpayer or a person 
with whom the taxpayer does not deal at arm’s 
length principally for the purpose of gaining or 
producing gross revenue that is rent or leasing 
revenue, 


(b) the subject of a lease at that time to a person 
with whom the taxpayer deals at arm’s length and 
that, at the time the lease was entered into, was a 
lease for a term of more than one year, and 


(c) the subject of a lease of property where the 
tangible property, other than exempt property, 
that was the subject of the lease had, at the time 
the lease was entered into, an aggregate fair mar- 
ket value in excess of $25,000, 


but, for greater certainty, does not include intangible 
property (including systems software and property 
referred to in paragraph (w) of Class 10 or paragraph 
(n) or (0) of Class 12 in Schedule II). 


Related Provisions: Reg. 1100(1.12)-(1.3), (17.2) — Interpreta- 
tion; Reg. 1101(5n) — Separate class. 


(1.12) Notwithstanding subsections (1) and (1.1), 
where, in a taxation year, a taxpayer has acquired a 
property that was not used by the taxpayer for any 
purpose in that year and the first use of the property 
by the taxpayer is a lease of the property in respect 
of which subsection (1.1) applies, the amount al- 
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lowed to the taxpayer under subsection (1) in respect 
of the property for the year shall be deemed to be nil. 


(1.13) For the purposes of this section, 
(a) “exempt property”. means 


(i) general purpose office furniture or office 
equipment included in Class 8 in Schedule II 
(including, for greater certainty, mobile office 
equipment such as cellular telephones and 
pagers) or general purpose electronic. data 
processing equipment and ancillary data 
processing equipment, included in paragraph 

-(f) of Class 10 in Schedule II, other than any 
individual piece thereof having a capital cost 
to the taxpayer in excess of $1,000,000, 


(ii) furniture, appliances, television receivers, 
radio receivers, telephones, furnaces, hot- 
water heaters and other similar properties, de- 
signed for residential use, 


(iii) a property that is a motor vehicle that is 
designed or adapted primarily to carry indi- 
viduals on highways and streets and that has a 
seating capacity for not more than the driver 
and eight passengers, or a motor vehicle of a 
type commonly called'a van or pick- -up truck, 
or a similar vehicle, 


(iv) a truck or tractor that is designed for haul- 
ing freight on highways, 

(v) a trailer that is designed for hauling freight 
and to be hauled under normal operating con- 
ditions by a truck or tractor described in sub- 
paragraph (iv), j 

(vi) a building or part thereof included in 
Class 1, 3, 6, 20, 31 or 32 in Schedule II (in- 
cluding component parts such as electric wir- 
ing, plumbing, sprinkler systems, air-condi- 
‘tioning’ equipment, heating equipment, 
lighting fixtures, elevators and escalators) 
other than a building or part thereof leased 
primarily to a lessee that is 


(A) a person who is exempt from tax by 
reason of section 149 of the Act, 


(B) a person who uses the building in the 
course of carrying on a business the in- 
come. from which is. exempt. from. tax 
under Part I of the Act by reason of any 
provision of the Act, or 


(C) a Canadian government, municipality 
or other Canadian public authority, 


who owned the building or part thereof at any 
time before the commencement of the lease 
(other than at any time during a period ending 
not later than one year after the later of the 
date the construction of the building or part 
thereof was completed and the date the build- 
ing or part thereof was acquired by the 
lessee), 


(vii) vessel mooring space, and 
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(viii) property that is included in Class 35 in 

Schedule IL, 
and for the purposes of subparagraph (i), where a 
property is owned by two or more persons or 
partnerships, or any combination thereof, the cap- 
ital cost of the property to each such person. or 
partnership shall be deemed to be the total of all 
amounts each of which is the capital cost of the 
property to such a person or partnership; 


(b) property shall be deemed to be the subject of 
a lease for a term of more than one year at any 
time where, at that time 


(1) the. property had been leased by the lessee 
thereunder, a person with whom the lessee 
does not deal at arm’s length, or any combina- 
tion thereof, for a period of more than one 
year ending at that time, or 


(i1) it is reasonable, having regard to all the 
circumstances, to conclude that the lessor 
thereunder knew or ought to have known that 
the lessee thereunder, a person with whom the 
lessee does not deal at arm’s length, or any 
combination thereof, would lease the. property 
for more than one year; and 


(c) for the purposes of paragraph (1. 11)(0), enue 
it is reasonable, having regard to all the circum- 
stances, to conclude that one of the main reasons 
for the existence of two or more leases was. to 
avoid the application of subsection (1.1) by rea- 
son of each such lease being a lease of property 
where the tangible property, other than exempt 
property, that was the subject of the lease had an 
aggregate fair market value, at the time the lease 
was entered into, not in excess of $25,000, each 
such lease shall be deemed to be a lease of tangi- 
ble property that had, at the time the lease was 
entered into, an aggregate fair market value in ex- 
cess of $25,000. 


Related Provisions: Reg. 1100(1.14); Reg. 8200 — Prescribed 
property for leasing rules. 


History: Subpara. 1100(1.13)(a)(iii) amended by P.C. 1994-139, 
subsec. 2(7), January 27, 1994, Canada Gazette, Part I], February 9, 
1994, applicable to taxation years and fiscal periods commencing 
after June 17, 1987 and ending after December 31, 1987. 


Subpara. 1100(1.13)(a)(vii1) amended by the said P.C, 1994-139, 
subsec. 2(8), applicable to property acquired after December 23, 
1991, other than property acquired by the taxpayer before 1993 


(a) pursuant to an agreement in writing entered into before De- 
cember 24, 1991, or 


(b) that was under construction by or on behalf of the taxpayer 
on December 23, 1991. 


(1.14) For the purposes of subsection (1.11) and not- 
withstanding subsection (1.13), where a taxpayer re- 
ferred to in subsection (16) so elects in the. tax- 
payer’s return of income under Part I of the Act fora 
taxation year in respect of the year and all subse- 
quent taxation years, all of the property of the tax- 
payer that is the subject of leases entered into in 
those years shall be deemed not to be exempt prop- 
erty for those years and the aggregate fair market 
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value of all of the tangible property that is the sub- 
ject of each such lease shall be deemed to have been, 
at the. time the lease was entered into, in excess of 
$25,000. 


(1.15) Subject to subsection (1.16) and for the pur- 
poses of subsection (1.11), where at any time a tax- 
payer acquires property that is the subject of a lease 
with a remaining term at that time of more than one 
year from a person with whom the taxpayer was 
dealing at arm’s length, the taxpayer shall be deemed 
to have entered into a lease of the property at: that 
time for a term of more than one year. 


(1.16) Where, at any time, a taxpayer acquires from 
a person with whom the taxpayer is not dealing at 
arm’s length, or by virtue of an amalgamation 
(within the meaning assigned by subsection 87(1) of 
the Act), property that was specified leasing property 
of the person from whom the taxpayer acquired it, 
the taxpayer shall, for the purposes of paragraph 
(1.1)(a) and for the purpose of computing the income 
of the taxpayer in respect of the lease for any period 
after the particular time, be deemed to be the same 
person as, anda continuation of, that person. 


(1.17) For the purposes of subsections (1.1) and 
(1.11), where at any particular time a property (in 
this subsection referred to as a “replacement prop- 
erty”) is provided by a taxpayer to a lessee for the 
remaining term of a lease as a replacement for a sim- 
ilar property of the taxpayer (in this subsection re- 
ferred to as the “original property”) that was leased 
by the taxpayer to the lessee, and the amount payable 
by the lessee for the use of, or the right to use, the 
replacement property is the same as the amount that 
was so payable in respect of the original property, 
the following rules apply: 


(a) the replacement property shall be deemed to 
have been leased by the taxpayer to the lessee at 
the same time and for the same term as the origi- 
nal property; 
(b) the amount of the loan referred to in clause 
(1.1) (a) @ (A) shall be deemed to be equal to the 
amount of that loan determined in respect of the 
original property; 

~(c) the amount determined under subparagraph 
(1.1)(a)(i1) in respect of the replacement property 
shall be deemed to be equal to the amount so de- 
termined in respect of the original property; 


(d) all amounts received or receivable by the tax- 
payer for the use of, or the right to use, the origi- 
nal property before the particular time shall be 
deemed to have been received or receivable, as 
the case may be, by the taxpayer for the use of, or 
the right to use, the replacement property; and 


(e) the original property shall be deemed to have 
ceased to be subject to the lease at the particular 
time. 


(1.18) For the purposes of subsection (1.1), where 
for any period of time any amount that would have 
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been received or receivable by a taxpayer during that 
period in respect of the use of, or the right to use, a 
property of the taxpayer during that period is not re- 
ceived or receivable by the taxpayer as a conse- 
quence of a breakdown of the property during that 
period and before the lease of that property is termi- 
nated, that amount shall be deemed to have been re- 
ceived or receivable, as the case may be, by the 
taxpayer. 


(1.19) For the purposes of subsections (I. 1) and 
(1.11), where at any particular time 


(a) an addition or alteration (in this subsection re- 
ferred to as “additional property”) is made by a 
taxpayer to a property (in this subsection referred 
to as the “original property”) of the taxpayer that 
is a specified leasing property at the particular 
time, and 


(b) as a consequence of the addition or alteration, 
the aggregate amount receivable by the taxpayer 
after the particular time for the use of, or the right 
to use, the original property and the additional 
property exceeds the amount so receivable in re- 
_ spect of the original property, — 
the following rules apply: 
(c) the taxpayer shall be deemed to have leased ~ 


the additional property to the lessee at the partic- 
ular time, 


(d) the term of the lease of the adieu property 
shall be deemed to be greater than one year, 


(e) the prescribed rate in effect at the particular 
time in respect of the additional property shall be 
deemed to be equal to the prescribed rate in effect 
in respect of the lease of the original property at 
the particular time, 


(f) subsection (1.11)-shall be read without refer- 
ence to paragraph (c) thereof in respect of the ad- 
ditional property, and 


(g) the excess described in paragraph (b) ‘shall be 
deemed to be an amount receivable by the tax- 
payer for the use of, or the right to use, the addi- 
tional property. 


(1.2) For the purposes of subsections (1.1) and 
(1.11), where at any time 


(a) a lease (in this subsection referred to as the 
“original lease”) of property is in the course of a 
bona fide renegotiation, and 


(b) as a result of the renegotiation, the amount 
paid or payable by the lessee of the property for 
the use of, or the right to use, the property is al- 
tered in respect of a period after that time (other- 
wise than by reason of an addition or alteration to 
which subsection (1.19) applies), 


the following rules apply: 


(c) the original lease shall be deemed to have ex- 
pired and the renegotiated lease shall be deemed 
to be a new lease of the property entered into at 
that time, and 
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(d) paragraph (1.13)(b) shall not apply in respect 
of any period before that time during which the 
property was leased by the lessee or a person 
with whom the lessee did not deal at arm’s 
length. 


(1.3) For the purposes of subsections (1.1) and 
(1.11), where a taxpayer leases to another person a 
building or part thereof that is not exempt property, 
the references to “one year” in paragraphs (1.11)(b) 
and (1.13)(b), subsection (1.15) and paragraph 
(1.19)(d) shall in respect of that building or part 
thereof be read as references to “three years”. 


Related Provisions: Reg. 
property”. 


1100(1.13) — Meaning of me 


History: Para. “11001. 17)(b) amended roy P.C. 1992-2335, Sch. II, 
subsec. 1(3), November 19, 1992, Canada Gazette Part II, Decem- 
ber 2, 1992, applicable ab initio. 


Subsec, 1100(1.1) to (1.3).added by P.C..1991-465, subsec. 1(6), 
March 14, 1991, Canada, Gazette, Part II, March 27, 1991, applica- 
ble in respect of leases entered into after 10:00 p.m. EDST, April 
26, 1989, other than leases entered into pursuant to an agreement in 
writing entered into before that time under which the lessee thereun- 
der has the right to require the lease of the property (and for these 
purposes a lease in respect of which a material change has been 
agreed to by the parties thereto effective at any particular time that 
is after-10:00 p.m. EDST, April 26, 1989 shall be deemed to have 
been entered into at that particular time), except that 


(a) subsec. 1100(1.12) is applicable in respect.of property ac- 
quired after April 26, 1989; 


(b) in its application to leases entered into before February 3, 
1990 or after February 2, 1990 pursuant to an agreement in 
-writing entered into before February 3, 1990 under which the 
lessee thereunder has the right to require the lease of the 


property, 
(i) subsec. 1100(1.3) shall not apply, 
(ii) subpara. 1100(1.13)(a)(vi) shall be read as follows: 


“(vi) a building or part thereof (including component 
parts such as electric wiring, plumbing, sprinkler sys- 
tems, air-conditioning equipment, heating equip- 
ment, lighting fixtures, elevators and escalators),”, 
and 


(iii) cl. 1100(1.1)(a)()(B) shall be read without reference to 
subcl. (I) and to the words “‘the earlier of’; 


(c) in their application to leases entered into on or before March 
14, 1991 or after that day pursuant to an agreement in writing 
entered into on or before that day under which the lessee, there- 
under has the right to require the lease of the property, subpara. 
1100(1.13)(a)(iv) and (v), shall be read as follows: 


“(iv) a truck or tractor that is designed for use on 
highways, 


(v) a trailer that is designed to be hauled under normal 
operating conditions by a truck or tractor described in 
subparagraph (iv),”; and 


(d) any election made under cl. 1100(1.1){a)(@)(B) or subsec. 
1100(1.14) that is made on or before September 24, 1991 shall 
be deemed to be a valid election under that clause or subsec. 
1100(1.14), as the case may be. 
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(2) Property acquired in the year [Half-year 
rule] — Where at the end of a taxation year of a tax- 
payer ity 
(a) the aggregate of all amounts, each of which is 
an-amount added 


(i) by reason of subparagraph 13(21)(f/)(i) 
[13(21)“undepreciated capital cost’A] of the 
Act in respect of a property acquired in the 
year or that became available for use by the 
taxpayer in the year, or 

(ii) by reason of subparagraph 13(21)(f)(1.1) 
[13(21)"undepreciated capital cost”C] or (ii.2) 
[D] of the Act in respect of an amount repaid 
in the year ‘ 


to the undepreciated capital cost to the taxpayer 
of property of a class in Schedule II, other than 


(ii1) property included in paragraph (1)(v), 
paragraph (w) of Class 10 or any of 


paragraphs (a) to (c), (e) to (i), (k), (1), (p), (q) 
and (s) of Class 12 


(iv) property included in any, of Classes 13, 
14,15, 23, 24, 27, 29 and 34, 


(v) where the taxpayer was a corporation de- 
scribed in subsection (16) throughout the year, 
property that was specified leasing property of 
the taxpayer at that time, 


(vi) property. that was deemed to have been 
acquired by the taxpayer in a preceding taxa- 
tion year by reason of the application of para- 
graph 16.1(1)(b) of the Act in respect of a 
lease to which the property was subject imme- 
diately before the time at which the taxpayer 
last acquired the property, and 


(vii) property considered, to have become 
available for use by the taxpayer in the year 
by reason of paragraph 13(27)(b) or (28)(c) of 
the Act 


exceeds 


(b) the aggregate of all amounts, each of which is 
an amount deducted | | 
(i) by virtue of subparagraph 13(21)(f)(iv) 
[13(21)“undepreciated capital cost”F] or (v) 
[G] of the Act in respect of property disposed 
of in the year, or 
(ii) by virtue of subparagraph 13(21)(f)(vi1) 
[13(21)“undepreciated capital cost’J] of the 
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Act in respect of an amount the taxpayer re- 
ceived or was entitled to receive in the year 


from the undepreciated capital cost to him of 
property of the class, 


the amount that the taxpayer may deduct for the year 
under subsection (1) in respect of property of the 
class shall be determined as if the undepreciated cap- 
ital cost to him as of the end of the year.(before mak- 
ing any. deduction under subsection (1) for the year) 
of property of the class were reduced by an amount 
equal to 50 per cent of the amount by which the ag- 
gregate determined under paragraph (a) exceeds the 
aggregate determined under paragraph (b). 


Related Provisions: Reg. 1100(1)(ta)(v), Reg. 1100(2.1) — 
Grandfathering for property acquired before 1983; Reg. 1100(2.2), 
(2.3) — Half-year rule does not apply to acquisition on butterfly or 
from related person who owned it for a year; Reg. 1100(2.21) — 
Effect of deemed disposition and reacquisition:: BYE 1100(2.4) — 
Rental automobiles. 


History: Subpara. 1100(2)(a)(i) amended and subpara. (a)(vii) ad- 
ded by P.C. 1994-139, subsecs. 2(9) and (10), January 27, 1994, 
Canada Gazette, Part Il, February 9, 1994, applicable to property 
acquired after 1989. 


Para. 1100(2)(a) substituted by P.C. 1991-465, subsec. 1(7), March 
14, 1991, Canada Gazette, Part Il, March. 27, 1991, applicable in 
respect of taxation years ending after April.26, 1989, except that 
subpara. 1100(2)(a)(ii) is applicable to 1985 et seq. 


That portion of para. 1100(2)(a) following subpara. (11) amended by 
P.C. 1990-2067, s. 1, September 27, 1990, Canada Gazette, Part Il, 
October 10, 1990, applicable in respect of property acquired after 
August 8, 1989. 


That portion of para..1100(2)(a) following subpara. (11) substituted 
by P.C. 1989-2464, subsec. 1(6), December 14, 1989, Canada Ga- 
zette, Part H, January 3, 1990, applicable-in respect of property ac- 
quired by a taxpayer after 1987 other than property acquired by the 
taxpayer before 1990 


(a) pursuant to an obligation in writing entered into by the tax- 
payer before June 18, 1987, . 


(b) that was under construction by or on behalf of the taxpayer 
on June 18, 1987, or 


(c) that is a fixed and integral part of property under construc- 
tion by or on behalf of the taxpayer on June 18, 1987. 


That portion of para. 1100(2)(a) following subpara. (ii) substituted 
by P.C. 1988-2795, subsec. 1(2), December 22, 1988, Canada Ga- 
zette, Part Il, January 18, 1989, applicable in respect of property 
acquired after 1987. 

Interpretation Bulletins: IT-283R2: CCA — Videotapes, video- 
tape cassettes, films, computer software and master recording me- 
dia; IT-469R: CCA — Earth-moving equipment; IT-521R: Motor 
vehicle expenses claimed by self-employed individuals; IT-522R: 
Vehicle, travel and sales expenses of employees; IT-525R: Perform- 
ing artists. 

Advance Tax Ruling: ATR-11: * 
transactions. 


50% rule” on non-arm’s length 


Income Tax Regulations, Part XI 


Forms: T2S(8); Capital cost allowance. 


(2.1) Where a taxpayer has, after November 12, 
1981 and before 1983, acquired or incurred a capital 
cost in respect of a property of a class in Schedule II 
and 


(a) he was obligated to. acquire the property under 
- the terms of an agreement in: writing entered into 

before November 13, 1981.(or; where the prop- 

erty 1s.a property described.in Class Shs in Bahed 
ule. II,, before 1982), | TG: ) 


(b) he or a person with whom he was not ‘dealing 
at arm’s length commenced ‘the’ construction, 
manufacture or production of the property. before 
November 13, 1981 (or, where the property is.a 
property described in es 31 in gant I, 
before 1982), 


(c) he or a person with whom, he was. not dealing 
at arm’s length had made arrangements, evi- 
denced in writing for the construction, manufac- 
ture or production of the property that were sub- 
stantially advanced before November. 13, 1981 
_and the construction, manufacture or production 
commenced before June 1, 1982, or 


(d) he was obligated to acquire the property under 
the terms of an agreement in writing entered into 
before June 1, 1982 where arrangements,. evi- 
denced in writing, for the acquisition or leasing 
of the property were ‘substantially advanced 
before November 13, 1981, 


the following rules apply: 


(e) no.amount shall, be included sen paragraph 
(2)(a). in respect of the property; 


(f) where the property is a property to which par- 
agraph (1)(b), applies, that paragraph. shall be 
read, in respect of the property, as “such amount, 
not exceeding the amount for the year calculated 
in accordance with Schedule HI, as he may claim 
in respect. of the capital cost to. him of property of 
Class. 13-in Schedule IL”; 


(g) where the property is a property of a class to 
which paragraph (1)(t) or (ta) applies, the prop- 
erty shall be deemed to be designated | property of 
the class; and 


(h) where the: property is a property described in 
paragraph (1)(v); subparagraph (iv) thereof shall 
be read, in respect of the property, as “33"/3 per 
cent of the capital cost thereof to him, and”. 


(2.2) Where a property of a class in Schedule I is 
acquired by a taxpayer 


(a) in the course of a reorganization in respect of 
which, if a dividend were received by a corpora- 
tion in the course of the reorganization, subsec- 
tion 55(2) of the Act would not be applicable to 
the dividend by reason of the application of para- 
graph 55(3)(b) of the Act, or 


(b), (c), (d) [Revoked] 
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(¢) from:a person with whom the taxpayer was 
not dealing sat arm’s length (otherwise than by 


/ virtue of \a right referred to in’ paragraph — 


251(5)(b) of the Act) at thé time the property was 
acquired, 


and where; 


(f) the property was Geir seible property of the 
person from whom it was acquired and was 
owned acgisashe Senne by that person for the period 
from 


(i) a day that was at least 364 days before the 
end of the taxation year of the taxpayer during 
which he acquired the property; or 
~ (i) November 12, 1981 
to the day it was acquired by the taxpayer, or 


(g) the rules. provided in subsection (2.1).or this 
. subsection applied in respect of the property for 
the purpose of determining the allowance under 
PaSMESeRHON (1) to which the person from whom 
the taxpayer acquired: the property was entitled, 


the following rules apply: 


(h) no amount shall be included under PRREMPR 
(2)(a) in respect of the property; 


(1) where the property is a property to which par- 
agraph’ (1)(b) applies, that paragraph shall be 
read, in respect of the property, as “such amount, 
~ not exceeding the amount for the year calculated 
in accordance with Schedule III, as he may claim 
in respect of the capital cost to him of property of 


~' Class 13 in Schedule IT’; 


(j) where the property is a property of a class to 
which paragraph (1)(ta) applies, 
(i) the property shall be deemed to be desis 
nated property of the class, 


(11) for the purposes of computing the amount 
determined under paragraph (1)(ta) for any 
taxation year of the taxpayer ending after the 
‘time the property was actually acquired by the 
taxpayer, the property shall be deemed, other 
than for the purposes of paragraph (€f), to have 
been acquired by the taxpayer immediately af- 
ter the commencement of the taxpayer’s first 
taxation year that commenced after the time 
that is the earlier of | 


(A) the time the property was last acquired 
by the transferor of the property, and 


(B) where the property was transferred in a | 


series of transfers to which this subsection 


applies, the time the property was last ac- 


quired by the first transferor in that series, 
unless 

(C) where clause (A) applies, the property 
was acquired by the taxpayer before the 
end of the taxation year of the transferor of 
the property that includes the time at 
which that transferor acquired the prop- 
erty, or 


(D) where clause (B) applies, the property 
was acquired by the taxpayer before the 
end of the taxation year of the first trans- 
_feror that includes the time at which that 
transferor acquired the property; 


(i11) where the taxpayer is a corporation that 
was incorporated or otherwise formed after 
the end of the transferor’s, or where applica- 
ble, the first transferor’s, taxation year in 
which the transferor last acquired the prop- 
erty, the taxpayer shall be deemed, for the 
purposes of subparagraph (ii), 


(A) to have been in existence throughout 
the period commencing _immediately 
before the end of that year and ending im- 
mediately after the taxpayer was incorpo- 
rated or otherwise formed, and 


(B) to have had, throughout the period’ re- 

ferred to in clause (A), fiscal periods ‘end- 
“ing on the day of the year on which the 

taxpayer’ s first fiscal period ‘ended; and © 


(iv) the property shall be deemed to have be- 
come available for use by the taxpayer. at the 
earlier of 


(A) the time it became available for use by 
the taxpayer, and 


 (B) if applicable, 


(I) the time it became available for use 
by the person from whom. the taxpayer 
acquired the property, determined with- 
out reference to paragraphs 13(27)(c) 
and (28)(d) of the Act, or 


(II) the time it became available for use 
by the first transferor in a series of 
transfers of the same property to which 
this subsection applies, determined 
without reference to paragraphs 
13(27)(c) and (28)(d) of the Act; and, 


(k) where the property is a property described. in 
paragraph (1)(v), subparagraph (iv) thereof shall 
be read, in respect of the property; as “33 1/3 per 
cent of the capital cost thereof to him, and”. 
Related Provisions: Reg. 1100(2.21) — Effect of deemed dispo- 


sition and reacquisition; Reg. 1100(2.3) — No inclusion under Reg. 
1100(2)(b); Reg. 1102(20) — Non-arm’s length exception. 


Interpretation Bulletins [Reg. 1100(2.1); (2.2)]: IT-302R3: 
Losses of a corporation — the effect that acquisitions of control, 
amalgamations, and windings-up have on their deductibility — after 
January 15, 1987; IT-464R: CCA — Leasehold jinterests. 


Advance Tax Ruling: ATR-11: “50% rule” on non-arm’s length 
transactions. 


(2.21) Where a taxpayer is deemed by a provision of 
the Act to have disposed of and acquired or reac- 
quired a property, 
(a) for the purposes of paragraph (2.2)(e) and 
subsections (19), 1101(1ad) and 1102(14) and 
(14.1), the acquisition or reacquisition shall be 
deemed to have been from a person with whom 
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the taxpayer was not dealing at arm’s length at 
the time of the acquisition or reacquisition; and 


(b) for the purposes of paragraphs (2.2)(f) and 
(g), the taxpayer shall be deemed to be the person 
from whom the taxpayer acquired or reacquired 
the property. 


(2.3) Where a taxpayer has disposed. of a property 
and, by virtue of paragraph (2.2)(h), no amount is re- 
quired to be included under paragraph (2)(a) in re- 
spect of the property by the person that acquired the 
property, no amount shall be included by the tax- 
payer under paragraph (2)(b) in respect of the dispo- 
sition of the property. 

Advance Tax Ruling: ATR-11: “50% rule” on non-arm’s length 
transactions. 


(2.4) For the purposes of subsection (2), where a tax- 
payer has disposed of property described in Class 10 
of Schedule II that would qualify as property de- 
scribed in paragraph (e) of Class 16 of Schedule II if 
the property had been acquired by the taxpayer after 
November 12, 1981, the proceeds of disposition of 
the property shall be deemed to be proceeds of dis- 
position of property described in Class 16 of Sched- 
ule II and not of property described in Class 10 of 
Schedule IL. 


History: Subpara. 1100(2.2)()(iv) added by P.C. 1995-775, subsec. 
1(2), May 16, 1995, Canada Gazette, Part II, May 31, 1995, appli- 
cable to property acquired after 1989. 


Para. 1100(2.2)(j) substituted by P.C. 1994-139, subsec. 2(11), Jan- 
uary 27, 1994, Canada Gazette, Part Il, February 9, 1994, applica- 
ble to property acquired after 1987. 


Para. 1100(2.2)(a) substituted for (a) to (d) by P.C. 1989-2464, sub- 
sec. 1(7), December 14, 1989, Canada Gazette, Part II, January 3, 
1990, applicable in respect of property acquired by a taxpayer after 
June 17, 1987 other than property. acquired after that date and 
before 1990 pursuant to an agreement in writing entered into by the 
taxpayer before June 18, 1987. 


Subsec. 1100(2.21) added by subsec. 1(8) of. the said P.C. 1989- 
2464, applicable in respect of property acquired after November 12, 
1981. 


Para. 1100(2.2)(a) substituted by P.C. 1988-1473, subsec. 1(1), July 
21, 1988, Canada Gazette, Part Il, August 3, 1988, applicable to 
taxation years commencing after 1984. 


All that portion of para. 1100(2)(a) following subpara. (ii) substi- 
tuted by P.C. 1984-3995, December 13, 1984,.s. 1,.Canada Gazette, 
Part II, January 9, 1985, applicable in respect of property acquired 
after 1983. 


Subsec. 1100(2.3) substituted by P:C. 1983-1413,.s, 1,May..12, 
1983, Canada Gazette, Part II, May 25, 1983, applicable in respect 
of property disposed of after November 12, 1981. 


Subsecs. 1100(2), (2.1), (2.2), (2.3) and (2.4) added by P.C. 1983- 
1083, subsec. 1(6), April, 14, 1983, Canada Gazette, Part-II, April 
27, 1983, applicable in respect of property (other than property de- 
scribed in Class 31 of Schedule II or paragraph (n) of Class 12 of 
that schedule) acquired or disposed of after November 12, 1981, 
property described in the said Class 31 acquired or disposed of after 
1981 and property described in paragraph (n) of the said Class 12 
acquired or disposed of after 1982. 


Subsec. 1100(2) and heading “Terminal losses”, subsecs. (2a), (2b) 
revoked by P:C. 1978-1315, s. 4, April 20, 1978, Canada Gazette, 
Part II, May 10, 1978, applicable to taxation years commencing on 
and after May 26, 1976 and ending on and after April 1, 1977. 


Income Tax Regulations, Part XI 


(2.5) Where in a particular taxation year a taxpayer 
disposes of a property included in»Class 10:1 in 
Schedule II that was owned by the taxpayer at the 
end of the immediately preceding taxation year, 


(a) the deduction allowed under subsection (1) in 
respect of the property in computing the tax- 
payer’s. income for the year shall be determined 
as if the-property had not been disposed of in the 
particular year and the number. of days in the par- 
ticular year were one-half of the number of days 
in the particular year otherwise, determined; and 


_-(b) no amount shall be. deducted under subsection 
(1) in respect. of the property in. computing the 
taxpayer’s income for any subsequent taxation 
‘year. 

History: Subsec. 1100(2. 5) added by P.C. 1994-103, s. 1, January 
20, 1994, Canada Gazette, Part Il,February 9, 1994, applicable to 
taxation years jand fiscal periods commencing ‘after June 17, 1987 
and ending after 1987. 
Interpretation Bulletins: IT-521R: Motor vehicle expenses 
claimed by self-employed individuals; IT-522R: Vehicle, travel and 
sales expenses of employees. 


(3) Taxation years less than 12 months — 
Where a taxation year is-less. than 12 months, the 
amount. allowed as a deduction under this section, 
other than under paragraphs (1)(c), (e), (f),. (g), (), 
(w), (x), (y) and (ya), shall not exceed that propor- 
tion of the maximum amount otherwise allowable 
that the number of sa in the taxation year is of 
365. 


Related Provisions: Reg. 100d: 1) —- Specified leasing” prop- 
erty; Reg. 1104(1) — “taxation year”. 


History: Subsec. 1100(3). substituted by ie 1994- 139,..subsec. 
2(12), January 27, 1994, Canada Gazette, Part II, February 9, 1994, 
applicable to 1986 et seq. 


Subsec. 1100(3) substituted by P.C. 1983-1083, subsec. 1(7), April 
14, 1983, Canada Gazette, Part If, April 27, 1983, applicable in re- 
spect of taxation years commencing after 1981, 


Subsec. 1100(3) substituted for subsecs. 1100(3), (3a), (3b) by P.C. 
1978-1315, s. 5, April 20, 1978, Canada Gores Part II,; May 10, 
1978. 


Interpretation Bulletins: IT-147R3: CCA — Apbetelted write- 
off of manufacturing and processing machinery and equipment; IT- 
172R: CCA — Taxation year of individuals; IT-434R;-Rental of 
real property by individual; IT-441: Certified feature productions 
and certified short productions. 


(4) [Reserved] 


(5) [Revoked] 


History: Subsec. 1100(5) and heading revoked by. P.C. 1978-1315, 
s. 6, April 20, 1978, Canada Gazette, Part I, ee 10, 1978. 


(6) [Revoked] 


History: Subsec. 1100(6) revoked by P.C. 1991-2272, subsec. 1(3), 
November 21, 1991,. Canada Gazette, Part Il, December 4, 1991, 
applicable to 1988 ef seq. 


Subsec. 1100(6) and heading substituted by PC: 1982-599, subsec. 
1(2), February 25, 1982, Canada Gazette, Part II, March 10, 1982, 
applicable to 1980 et seq. 


(7) [Reserved] 


2028 


Div. I — Deductions Allowed 


(8) Railway sidings — Where a taxpayer, other 
than an operator of a railway system, has made a 
capital expenditure pursuant to a contract or arrange- 
ment with an operator of a railway system under 
which a railway siding that does not become the tax- 
payer’s property is constructed to provide service to 
the taxpayer’s place of business or to a property ac- 
quired by the taxpayer for the purpose of gaining or 
producing income, there is hereby allowed to the 
taxpayer, in computing income for the taxation year 
from the business or property, as the case may be, a 
deduction equal to such amount as he may claim not 
exceeding four per cent of the amount remaining, if 
any, after deducting from the capital expenditure the 
aggregate of all amounts previously allowed as de- 
ductions in respect of the expenditure. 


(9) Patents — Where a part or all of the cost of a 
patent is determined by reference to the use of the 
patent, in lieu of the deduction allowed under para- 
graph (1)(c), a taxpayer, in computing his income for 
a taxation year from a business or property, as the 
case may be, may deduct such amount as he may 
claim in respect of property of Class 14 in Schedule 
If not exceeding the lesser of 


(a) the aggregate of 


(i) that, part of the capital cost determined by 
reference to the use of the patent in the year, 
and 


(ii) the amount that would be computed under 
subparagraph (1)(c)(i) if the capital cost of the 
patent did not include the amounts determined 
by reference to the use of the patent in that 
year and previous years; and 


(b) the undepreciated capital cost to him as of the 
end of the taxation year (before making any de- 
duction under this subsection. for the taxation 
year) of property of the class. 


interpretation Bulletins: IT-477: CCA — Patents, franchises, 
concessions and licences. 


(9.1) Where a part or all of the capital cost to a tax- 
payer of property that is a patent, or a right to use 
patented information, is determined by reference to 
the use of the property and that property is included 
in Class 44 in Schedule II, in lieu of the deduction 
allowed under paragraph (1)(a), there may be de- 
ducted in computing the taxpayer’s income for a tax- 
ation year from a business or property such amount 
as the taxpayer may claim in respect of property of 
the class not exceeding the lesser of 


(a) the total of 


(i) that part of the capital cost that is deter- 
mined by reference to the use of the property 
in the year, and 


(ii) the amount that would be deductible for 
the year by reason of paragraph (1)(a) in re- 
spect of property of the class if the capital cost 


Reg. 
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of the property of the class did not include the 
amounts determined: under subparagraph’ (i) 
for the year and preceding taxation years; and 


(b) the undepreciated capital cost to the taxpayer 
as of the end of the taxation year (before making 
any deduction under this subsection for the taxa- 
tion year) of property of the class. 3 


Related Provisions: Reg. 1100(1)(a)(xxx) — Alternative 25% 
write-off for patents. 


History: Subsec. 1100(9.1) added by P.C, 1994-231, subsec. 1(2), 
February 10, 1994, Canada Gazette, Part II, February 23, 1994, ap- 
plicable to property acquired after April 26, 1993. 


(10) [Reserved] 


(11) Rental properties — Notwithstanding sub- 
section (1), in no case shall the aggregate of deduc- 
tions, each of which is a deduction in respect of 
property of a prescribed class owned by a taxpayer 
that includes rental property owned by. him, other- 
wise allowed to the taxpayer by virtue of subsection 
(1) in computing his income for a taxation year, ex- 
ceed the amount, if any, by which | 


(a) the aggregate of amounts each of which is 


(i) his income for the year from renting or 
leasing a rental property owned by him, com- 
puted. without regard to paragraph 20(1)(a) of 
the Act, or 


(ii) the income of a partnership for the year 
from renting or leasing a rental property of the 
partnership, to the extent of the taxpayer’s 
share of such income, 


exceeds 
(b) the aggregate of amounts each of which is 


(i) his loss for the year from renting or leasing 
a rental property owned by him, computed 
without regard to paragraph 20(1)(a) of the 
Act, or 


(ii) the loss of a partnership for the year from 
renting or leasing a rental property of the part- 
nership, to the extent of the taxpayer’s share 
of such loss. 


Related Provisions: ITA 127.52(3)‘rental. or leasing prop- 
erty’ — Minimum tax; Reg. 1100(12) —Exceptions; Reg. 
1100(14) — Meaning of “rental property”. 


Selected Cases [Reg. 1100(11)]: Satin Finish Hardwood 
Flooring (Ontario) Ltd. v. R., [1997] 2 C.T.C. 2915 (TCC) (Amount 
of capital employed and cash flow from real estate more important 
than number of employees in other sector of business for purposes 
of qualifying as “principal business”); Roopchan v. Canada, |1995]| 
2 C.T.C. 2423 (TCC) (Reasonable expectation of profit to be deter- 
mined without reference to CCA for rental purposes). 


Interpretation Bulletins: [T-195R4: Rental property — CCA re- 
strictions; IT-274R: Rental properties — Capital cost of $50,000 or 
more; IT-367R3: Capital cost allowance — multiple-unit residential 
buildings; IT-434R: Rental of real property by. individual. 


Forms: 1776: Statement of real estate rentals. 
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(12) Subject to subsection (13), subsection (11) does 
not apply in respect of a taxation year of a boxpayer 
that was, throughout the year, 


(a) a life insurance corporation, or a corporation 
whose principal business was the leasing, rental, 
development or sale, or any combination thereof, 
of real property owned by. it;.or . 


(b) a partnership each member ui which was.a 
corporation described in paragraph (a). 
History: All that portion of subsec. 1100(12) preceding para. (a) 


substituted by P.C. 1982-599, subsec. 1(3), February 25, 1982, Can- 
ada Gazette, Part Il, March 10, 1982. 


Selected Cases [Reg. 1100(12)]: Satin Finish Honivaod 
Flooring (Ontario) Ltd. v. R., [1997] 2 C.T.C. 2915 (PCC) (Amount 
of capital employed and cash flow from real estate more important 
than number. of Speirs in other sector.of business for purposes 
of qualifying as “principal business”). 

Interpretation Bulletins: IT- 371: Meaning of “principal iit 
ness”; IT-195R4: Rental property — CCA restrictions. 


(13) For the purposes of subsection (11), where a 
taxpayer or partnership has a leasehold interest in a 
property that is property of Class 1, 3 or 6 in Sched- 
ule II by virtue of subsection 1102(5) and the prop- 
erty is leased by the taxpayer or partnership to a per- 
son who owns the land, an interest therein or an 
option in respect thereof, on which the property is 


situated, this section shall‘be read without reference | 


to subsection (12) with respect to that property. 
Related Provisions: Reg. 1101(S5h) — Separate classes. 
History: Subsec. 1100(13) substituted by P.-C. 1989-2464, subsec. 
1(9), December 14, 1989, Canada Gazette, Part II, January 3, 1990, 
applicable to 1988 et seq. 

Subsec. 1100(13) added by P.C. 1982- 599, subsec. 1(4), February 
25, 1982, Canada Gazette, Part II, March 10, 1982, applicable in 


respect of lease-leaseback agreements entered into after March 10, 
1982. 


Interpretation Bulletins: IT-195R4: Rental property —CCA 
restrictions. 


(14) In this section and section 1101, “rental prop- 
erty” of a taxpayer or a partnership means 


(a) a building owned by the taxpayer or the part- 
nership, whether owned jointly with another per- 
son or otherwise, or 


(b) a leasehold interest in real property, if the 
leasehold interest is property of Class 1, 3, 6 or 
13 in Schedule II and is owned by the taxpayer or 
the partnership, , 


if, in the taxation year in respect of which the ex- 
pression is being applied, the property was used by 
the taxpayer or the partnership principally for the 
purpose of gaining or producing gross revenue that is 
rent, but, for greater certainty, does not include a 
property leased by the taxpayer or the partnership to 
a lessee, in the ordinary course of the taxpayer’s or 
partnership’s business of selling goods or rendering 
services, under an agreement by which the lessee un- 
dertakes to use the property to carry on the business 
of selling, or promoting the sale of, the taxpayer’s or 
partnership’s goods. or services. 


Income Tax Regulations, Part XI 


Related Provisions: ITA» 127.52(3)*rental or. leasing prop- 
erty”. — Minimum tax, Reg. 1100(14.1) — Interpretation; Reg. 
1101 (lac), (Tae) — Separate classes; Reg. 241 1(4)B(e) — Insurers. 


History: Para. 1 100(14)(a) substituted by P.C. 1989- 2464, ‘subsec. 
1(10), December 14, 1989, Canada Gazette, Part I, January 3, 
1990, applicable to 1994 et seq. 


Para. 1100(14)(b) substituted by subsec. 
1989- 2464, applicable to 1988 ef seq. 


Interpretation Bulletins: IT-195R4: Rental property LfGGAl re- 
strictions; IT-274R: Rental properties — Capital cost of $50,000 or 
more; IT-367R3: Capital cost BU ERS — multiple-unit residential 
buildings. 


1(1Y) of “the. said ‘PC. 


(14.1) For the purposes of subsection (14), BDSs rev- 
enue. derived in a taxation year from. 


(a) the right of a person or partnership, other than 
the owner of a property, to use or occupy. the 
property or a part thereof, and 


(b) services offered to a person or partnership that 
_are ancillary to the use or occupation by the per- 

son or partnership of the property or the part 
_ thereof 


shall be considered, to be rent, derived..in that year 
fromthe property. 


Related Provisions: Reg. 1100(14- Sa Eieiien 


Interpretation Bulletins: IT-195R4: Rental y PORE ey ; 
restrictions. 


(14.2) Subsection (14.1) does not apply. in any par- 
ticular taxation year to property owned by 


(a) a corporation, where the property is used in a 
business carried on in the year by the corporation; 


(b) an individual, where the property is used in a 

_business carried on in the year by the individual 
in which he is personally active on a continuous 
basis throughout that portion of the year during 
which the business is ordinarily carried on; or 


(c) a partnership, where the property is used in a 
business carried on in the year by the partnership 
if at least 7/3: of the income or loss, as the case 
may be, of the partnership for the year is included 
in the determination of the income of 


(i) members. of the partnership who are indi- 
viduals that are personally active in the busi- 
ness of the partnership on a continuous basis 
throughout that portion of the year during 
which the business is ordinarily carried. on, 
and 


(ii) members. of. the ia 5 that. are 
corporations. 


History: Subsecs. 1100(14.1), (14.2) added by P.Cv 1986-2770, 
subsec. 1(1), December 11, 1986, Canada Gazette, Part H,, Decem- 
ber 24, 1986, applicable By subsec. 14(1) to 1986 et seg. in respect 
of property acquired by a taxpayer or a partnership, other than prop- 
erty acquired by the taxpayer or partnership that is 
(a) property acquired by the taxpayer or partnership before May 
25, N93); ci: 
(b) new and unused property, other than a building, acquired by 
the taxpayer or-partnership before '1986; 
(c) property, other than a building, acquired by the-taxpayer or 
partnership. before 1986 pursuant to an agreement in writing to 
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acquire the property entered into before May 23, 1985 by or on 
behalf of the taxpayer or partnership or as part of a lawful dis- 
tribution to the public in accordance with a prospectus, prelimi- 
nary prospectus or registration statement filed before May 24, 
1985 with a public authority in Canada pursuant to and in ac- 
cordance with the applicable securities legislation of Canada or 
of any province and, where required by law, accepted for filing 
by that public authority; 


(d) a building in existence on May 22, 1985, or an interest in 
that building, acquired by the taxpayer or partnership before 
1987 pursuant to an agreement in writing to acquire the prop- 
erty entered into before May 23, 1985 by or on behalf of the 
taxpayer or partnership or as part of a lawful distribution to the 
public in accordance with a prospectus, preliminary prospectus 
or registration statement filed before May 24, 1985 with a pub- 
lic authority in Canada pursuant to and in accordance with the 
applicable securities legislation of Canada or of any province 
and, where required by law, accepted for filing by that public 
authority; 


(e) a building, the construction, renovation or alteration of 
which was not completed, within the meaning of subsection 
18(3.3) of the Act, on May 22, 1985, or an interest in that build- 
ing, acquired by the taxpayer or partnership, pursuant to an 
agreement in writing to acquire the property entered into before 
May 23, 1985 by or on behalf of the taxpayer or partnership or 
as part of a lawful distribution to the public in accordance with 
a prospectus, preliminary prospectus or registration statement 
filed before May 24, 1985 with a public authority in Canada 
pursuant to and in accordance with the applicable securities leg- 
islation of Canada or of any province and, where required by 
law, accepted for filing by that public authority, if the construc- 
tion, renovation or alteration of the building, as the case may 
be, proceeds without undue delay after May 22; 

(f) acquired by the taxpayer or partnership before 1986 and that 
is a building in existence in Canada on May 23, 1985, or an 
interest in that building, where arrangements in writing for a 
sale or syndication of the building were substantially advanced 
on May 22, 1985; 


(g) a building in Canada the construction, renovation or altera- 
tion of which was not completed, within the meaning of subsec- 
tion 18(3.3) of the Act, on May 22, 1985, or an interest in that 
building, where arrangements made by or on behalf of the tax- 
payer or partnership for the construction, renovation or altera- 
tion thereof were substantially advanced on May 22, 1985, and 
where the construction, renovation or alteration thereof com- 
menced before 1986 and proceeds thereafter without undue de- 
lay; or 
(h) property that is ancillary to the use of a property described 
in any of paragraphs (a) to (g). 

Interpretation Bulletins: IT-195R4: Rental property — CCA 

restrictions. 


(15) Leasing properties — Notwithstanding sub- 
section (1), in no case shall the aggregate of deduc- 
tions, each of which is a deduction in respect of 
property of a prescribed class that is leasing property 
owned by a taxpayer, otherwise allowed to the tax- 
payer under subsection (1) in computing his income 
for a taxation year, exceed the amount, if any, by 
which 


(a) the aggregate of amounts each of which is 


(i) his income for the year from renting, leas- 
ing, or earning royalties from, a leasing prop- 
erty or a property that would be a leasing 
property but for subsection (18), (19) or (20) 
where such property is owned by him, com- 
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puted without regard to paragraph 20(1)(a) of 
the Act, or 


(11) the income of a partnership for the year 
from renting, leasing or earning royalties 
from, a leasing property or a property that 
would be a leasing property but for subsection 
(18), (19) or (20) where such property is 
owned by the partnership, to the extent of the 
taxpayer’s share of such income, 


exceeds 
(b) the aggregate of amounts each of which is 


(i) his loss for the year from renting, leasing 
or earning royalties from, a property referred 
to in subparagraph (a)(i), computed without 
regard to paragraph 20(1)(a) of the Act, or 


(i1) the loss of a partnership for the year from 

renting, leasing or earning royalties from, a 

property referred to in subparagraph (a)(i1), to 

the extent of the taxpayer’s share of such loss. 
Related Provisions: Reg. 1 100(16) — Exception; Reg. 1100(17), 
(18) — Meaning of “leasing property”. 


Selected Cases [Reg. 1100(15)]: Burstow v. R., [1997] 3 C.T.C. 
2540 (TCC) (Leasing property rules not applicable to yacht where 
taxpayer personally active in the business). 

Interpretation Bulletins: IT-147R3: CCA — Accelerated write- 
off of manufacturing and processing machinery and equipment; IT- 
195R4: Rental property — CCA restrictions; IT-283R2: CCA — 
Video tapes, videotape cassettes, films, computer software and 
master recording media; IT-434R: Rental of real property by indi- 
vidual; IT-443: Leasing property — CCA restrictions. 


(16) Subsection (15) does not apply in respect of a 
taxation year of a taxpayer that was, throughout the 
year, 


(a) a corporation whose principal business was 


(i) renting or leasing of leasing property or 
property that would be leasing property but 
for subsection (18), (19) or (20), or 


(11) renting or leasing of property referred to in 
subparagraph (i) combined. with selling and 
servicing of property of the same general type 
and description, 


if the gross revenue of the corporation for the 
year from such principal business was not less 
than 90 per cent of the gross revenue of the cor- 
poration for the year from all sources; or 
(b) a partnership each member of which was a 
corporation described in paragraph (a). 
Related Provisions: Reg. 1100(1.14)— Election; Reg. 
1100(2)(a)(v) — Half-year rule inapplicable to specified leasing 
property. 
Interpretation Bulletins: IT-267R2: CCA — vessels. 


(17) Subject to subsection (18), in this section and 
section 1101, “leasing property” of a taxpayer or a 
partnership means depreciable property other than 


(a) rental property, or 
(b) [Revoked] 
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(c) property referred to in paragraph (w) of Class 
10 or in paragraph (n) of Class 12 in Schedule II, 


where such property is owned by the taxpayer or the 
partnership, whether jointly with another person or 
otherwise, if, in the taxation year in respect of which 
the expression is being applied, the property was 
used by the taxpayer or the partnership principally 
for the purpose of gaining or producing gross reve- 
nue that is rent, royalty or leasing revenue, but for 
greater certainty, does not include a property leased 
by the taxpayer or the partnership to a lessee, in the 
ordinary course of the taxpayer’s or partnership’s 
business of selling goods or rendering services, 
under an agreement by which the lessee undertakes 
to use the property to carry on the business of sell- 
ing, or promoting the sale of, the taxpayer’s or part- 
nership’s goods or services. 


Related Provisions: Reg. 1100(14) — Meaning of “rental prop- 
erty”; Reg. 1100(17.1), (17.2), (18), (19), (20) — Interpretation; 
Reg. 1100(20.1) — limitation on CCA claims for computer 
software tax shelter property; Reg. 1101(5c) — Separate class; Reg. 
2411(4)B(e) — Insurers. 


History: Para. 1100(17)(b) revoked by P.C. 1989-2464, subsec. 
1(12), December 14, 1989, Canada Gazette, Part Il, January 3, 
1990, applicable to 1994 et seg. 


Para. 1100(17)(c) substituted by P.C. 1988-2795, subsec. 1(3), De- 
cember 22, 1988, Canada Gazette, Part Il, January 18, 1989, appli- 
cable in respect of property acquired after 1987. 


Interpretation Bulletins: [T-195R4: Rental property — CCA re- 
strictions; IT-283R2: CCA — Videotapes, videotape cassettes, 
films, computer software and master recording media. 


Income Tax Regulations, Part XI 


(17.1) For the purposes of subsection (17), where, in 


a taxation year, a taxpayer or a partnership has ac- 
quired a property | : 
(a) that was not used for any purpose in that year, 
and 


(b) the first use of the property by the taxpayer or 
the partnership was principally for the purpose of 
gaining or producing gross revenue that is rent, 
royalty or leasing revenue, 


the property shall be deemed ‘to’ have been used in 
the taxation year in which it was acquired principally 
for the purpose of gaining or producing gross reve- 
nue that is rent, royalty or leasing revenue. 


History: Subsec. 1100(17.1) added by P.C. 1982-599, subsec. 1(5), 
February 25, 1982, Canada Gazette, Part 11, March 10, 1982. 


(17.2) For the purposes of subsections (1.11) and 
(17), gross revenue derived in a taxation year from 


(a) the right of a person or partnership, other than 
the owner of a property, to use or occupy the 
property or a part thereof, and 


(b) services offered to a person or partnership that 
are ancillary to the use or occupation by the per- 
son or partnership of the property or the part 
thereof 


shall be considered to. be rent. derived in. the year 
from the property. 

Related Provisions: Reg. 1100(17.3) — Exception. 

Selected Cases [Reg. 1100(17.2)]: Burstow v. R., [1997] 3 


C.T.C. 2540 (TCC) (Leasing property rules not applicable to yacht 
where taxpayer personally active in the business). 


(17.3) Subsection (17.2) does not apply in any par- 
ticular taxation year. to property owned by 


(a) a corporation, where the property is used in a 
business carried on in the year by the corporation; 


(b) an individual, where the property is used in a 
business carried on in the year by the individual 
in which he is personally active on a continuous 
basis throughout that portion of the year during 
which the business is ordinarily carried on; 


(c) a partnership, where the property is used in a 
business carried on in the year by the partnership 
if at least 7/3 of the income or loss, as the case 
may be, of the partnership for the year is included 
in the determination of the income of ; 


(i) members of the partnership who are indi- 
viduals that are personally active in the busi- 
ness of the partnership on a continuous’ basis 
throughout that portion of the year during 
which the business is ordinarily carried on, 
and BALE f 


(ii) members of the partnership that are 
corporations. 


History: Subsec..1100(17.2) amended by P.C. 1991-465, subsec. 
1(8), March 14, 1991, Canada Gazette, Part II, March 27, 1991, 
applicable in respect of leases entered into after 10:00 p.m. Eastern 
Daylight Saving Time, April 26, 1989, other than leases entered into 
pursuant to an agreement in writing entered into before that time 
under which the lessee thereunder has the right to require the lease 


2032 


Div. I — Deductions Allowed — 


of the property (and for these purposes a lease in respect of which a 
material change has been agreed to by the parties thereto effective at 
any particular time that is after 10:00 p.m. Eastern Daylight Saving 
Time, April 26, 1989 shall be deemed to have been entered into at 
that particular time). 


Subsecs. 1100(17.2), (17.3) added by P.C. 1986-2770, subsec. 1(2), 
December 11, 1986, Canada Gazette, Part U1, December 24, 1986. 
For application provided by subsec. 14(1) of P.C. 1986-2770, see 
History to subsecs. 1100(14.1) and (14.2). 


(18) Leasing property of a taxpayer or a partnership 
referred to in subsection (17) does not include 


(a) property that the taxpayer or the partnership 
acquired before.May 26, 1976 or was obligated to 
acquire under the terms of an agreement in writ- 
ing entered into before May 26, 1976; 


(b) property the construction, manufacture or pro- | 


duction of which was commenced by the tax- 
payer or the partnership before May 26, 1976 or 
was commenced under an agreement in writing 
entered into by the taxpayer or the partnership 
before May 26, 1976; or 


(c) property that the taxpayer or the partnership 
acquired on or before December 31, 1976 or was 
obligated to acquire under the terms of an agree- 
ment in writing entered into on or before Decem- 
ber 31, 1976, if 


(i) arrangements, evidenced by writing, re- 
specting the acquisition, construction, manu- 
facture or production of the property had been 
substantially advanced before May 26, 1976, 
and 


(ii) the taxpayer or the partnership had before 
May 26, 1976 demonstrated a bona fide inten- 
tion to acquire the property for the purpose of 
gaining or producing gross revenue that is 
rent, royalty or leasing revenue. 


(19) Notwithstanding subsection (17), a property ac- 
quired by a taxpayer 


(a) in the course of a reorganization in respect of 
which, if a dividend were received by a corpora- 
tion in the course of the reorganization, subsec- 
tion 55(2) of the Act would not be applicable to 
the dividend by reason of the apeheee of para- 
graph 55(3)(b) of the Act, or 


(b) from a person with whom the taxpayer was 
not dealing at arm’s length (otherwise than by 
virtue of a right referred to in paragraph 
251(5)(b) of the Act) at the time the property was 
acquired, 


that would otherwise be leasing property of the tax- . 


payer, shall be deemed not to be leasing property of 
the taxpayer if immediately before it was so acquired 
by the taxpayer, it was, by virtue of subsection (18) 
or (20) or this subsection, not a leasing property of 
the person from whom the property was so acquired. 
Related Provisions: Reg. 1100(2.21)(a); Reg. 1100(17), (18) — 
Meaning of “leasing property”; Reg. 1102(20) — Non-arm’s length 
exception. 


Reg. 
S. 1100(20.1) 


History: Paras. 1100(19)(a), (b) substituted for (a) to (c) by P.C. 
1989-2464, subsec. 1(13), December 14, 1989, Canada Gazette, 
Part II, January 3, 1990, applicable in respect of property acquired 
by a taxpayer after June 17, 1987 other than property acquired after 
that date and before 1990 pursuant to an agreement in writing en- 
tered into by the taxpayer before June 18, 1987. 

Para. 1100(19)(a) substituted by P.C. 1988-1473, subsec. 1(2), July 
21, 1988, Canada Gazette, Part Il, August 3, 1988, applicable to 
taxation years commencing after 1984. 

Para. 1100(19)(a.1) added by P.C. 1984-3789, s. 5, November 29, 
1984, Canada Gazette, Part Il, December 12, 1984, applicable with 
respect to property acquired after November 12, 1981. 

All that portion of subsec. 1100(19) following para. (c) substituted 
by P.C. 1982-599, subsec. 1(6), February 25, 1982, Canada Ga- 
zette, Part Il, March 10, 1982. 


Interpretation Bulletins: 
restrictions. 


IT-443: Leasing property — CCA 


(20) Notwithstanding subsection (17), a property ac- 
quired by a taxpayer or partnership that is a replace- 
ment property (within the meaning assigned by sub- 
section 13(4) of the Act), that would otherwise be a 
leasing property of the taxpayer or partnership, shall 
be deemed not to be a leasing property of the tax- 
payer or partnership if the property replaced, referred 
to in paragraph 13(4)(a) or (b) of the Act, was, by 
reason of subsection (18) or (19) or this subsection, 
not a leasing property of the taxpayer or partnership 
immediately before it was disposed of by the tax- 
payer or partnership. 


Related Provisions: Reg. 1100(17), (18) $2 Meaning of “leasing 
property”. 

History: Subsec. 1100(20) substituted by P.C. 1994-139, subsec. 
2(13), January 27, 1994, Canada Gazette, Part II, February 9, 1994, 
applicable to 1986 et seg. 


Subsec. 1100(20) substituted by P.C. 1981-1556, s. 1, June 11, 


1981, Canada Gazette, Part Il, June 24, 1981, applicable in respect 
of a property acquired to replace a property disposed of after March 
31197, 


Reg. 
S. 1100(20.1) Income Tax Regulations, Part XI 
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(21) Certified films and video tapes — Not- 
withstanding subsection (1), where a taxpayer (in 
this subsection and subsection (22) referred to as the 
‘“investor”) has acquired property of Class 10 or 12 
in Schedule II that is a certified feature film or certt- 
fied production (in this subsection and subsection 
(22) referred to as the “film or tape’’), in no case 
shall the deduction in respect of property of that 
class otherwise allowed to the investor by virtue of 
subsection (1) in computing the investor’s income 
for a particular taxation year exceed the amount that 
it would be if the capital cost to the investor of the 
film or tape were reduced by the aggregate of 
amounts, each of which is : 


(a) where the principal photography or vapiile of 
the film or tape is not completed before the end 
of the particular taxation year, the amount, if any, 
by which 


(i) the capital cost to the investor of the film 
or tape as of the end of the year 


exceeds the aggregate of 


(ii) where the principal photography or taping 
of the film or tape is completed within 60 
days after the end of the year, the amount that 
may reasonably be considered to be the inves- 
tor’s proportionate share of the production 
costs incurred in respect of the film or tape 
before the end of the year, 


(iii) where the principal photography or taping 
of the film or tape is not completed within 60 
‘days after the end of the year, the amount that 
may reasonably be considered to be the inves- 
tor’s proportionate share of the lesser of — 


(A) the: production costs incurred in re- 
spect of the film or tape before the end of 
the year, and | 


(B) the proportion of the production costs 
incurred to the date the principal photogra- 
phy or taping is completed that the per- 
centage of the principal photography or 
taping completed as of the end of the year, 
as certified by the Minister of Communica- 
tions, is of 100 per cent, and 


(iv) the aggregate of amounts determined 
under paragraphs (b), (c) and (d) in respect of 
the film or tape as of the end of the year; 


(b) where, at any time before the later of 


(i) the date the principal photography or tap- 
ing of the film or tape is completed, and 
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(ii) the date the investor acquired the film or 
tape, 


a revenue guarantee (other than a revenue guar- 
antee that is certified by the Minister of Commu- 
nications to be a guarantee under which the per- 
son who agrees to provide the revenue is a 
licensed broadcaster or bona fide film or tape dis- 
tributor) is entered into in respect of the film or 
tape whereby it may reasonably be considered 
certain, having regard to all the circumstances, 
that the investor will receive revenue under the 
terms of the revenue guarantee, the amount, if 
any, that may reasonably be considered to be the 
portion of the revenue that has not been included 
in the investor’s income in the particular taxation 
year or a previous taxation year; 


(c) where, at any time, a revenue guarantee, other 
than 


(i) a revenue guarantee in respect of which 
paragraph (b) applies, or 


(ii) a revenue guarantee under which the per- 
son (in this subsection referred to as the 
“guarantor’) who agrees to provide the reve- 
nue under the terms of the guarantee is a per- 
son who does not deal at arm’s length with ei- 
ther the investor or the person from whom the 
investor acquired the film or tape (in this sub- 
section referred to as the “vendor’) and in re- 
spect of which the Minister of Communica- 
tions certifies that 


(A) the guarantor is a licensed broadcaster 
or bona fide film or tape distributor, and 


(B) the cost of the film or tape does not 
include any amount for or in respect of the 
guarantee, 


is entered into in respect of the film or tape, the 
amount, if any, that may reasonably be consid- 
ered to be the portion of the revenue that is to be 
received by the investor under the terms of the 
revenue guarantee that has not been included in 
the investor’s income in the particular taxation 
year or a preceding taxation year, if 


(iii) the guarantor and the investor are not 
dealing at arm’s length, 


(iv) the vendor and the guarantor are not deal- 
ing at arm’s length, or 


(v) the vendor or a person not dealing at arm’s 
length with the vendor undertakes in any way, 
directly or indirectly, to fulfil all or any part of 
the guarantor’s obligations under the terms of 
the revenue guarantee; and 


(d) where, at any time, a revenue guarantee, other 
than a revenue guarantee in respect of which par- 
agraph (b) or (c) applies, is entered into in respect 
of the film or tape, the amount, if any, that may 
reasonably be considered to be the portion of the 
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revenue that is to be received by the investor 
under the terms of the revenue guarantee that 


(i) is not due to the investor until a time that is 
more than four years after the first day on 
which the guarantor has the right to the use of 
the film or tape, and 


(11) has not been included in the investor’s in- 
come in the particular taxation year or a previ- 
ous taxation year. 


perty of which is a film producer. 


Reg. 
S. 1100(21) Income Tax Regulations, Part XI 


Related Provisions: ITA 125.4(4) — No Canadian film/video 
production credit to corporation if investor can claim deduction; 
Reg. 225(1) — Information return; Reg. 1100(21.1) — Depreciable 
cost reduced by outstanding debt obligation; Reg. 1100(23); Reg. 
1104(2) — “certified feature film”, “certified production”; Reg. 
1104(10) — Interpretation. 


History: That portion of subsec. 1100(21) preceding para. (a), and 
para. (c), substituted by P.C. 1988-2795, subsecs. 1(4) and (5), De- 
cember 22, 1988, Canada Gazette, Part Il, January 18, 1989, appli- 
cable in respect of property acquired after 1987. 


That portion of subsec. 1100(21) preceding para. (a) substituted by 
P.C. 1986-477, subsec. 1(1), February 27, 1986, Canada Gazette, 
Part II, March 19, 1986, applicable in respect of a motion picture. 
film or video tape, the principal photography or taping of which 
commenced after 1985. 


Para. 1100(21)(b) substituted by P.C. 1986-477, subsec.'1(2), Feb- 
ruary 27, 1986, Canada Gazette, Part Il, March 19, 1986, applicable 
in respect of a motion picture film or video tape, the principal pho- 
tography or taping of which commenced after 1984. 


Cl. 1100(21)(a)(iii)(B) substituted by P.C. 1980-3374, s. 1, Decem- 
ber 11, 1980, Canada Gazette, Part Il, December 24, 1980. 


Subsec. 1100(21) added. by P.C. 1978-3731, December 14, 1978, 
Canada Gazette, Part II, December 27, 1978, applicable in respect 
of property acquired after 1978. 


1995, c. 11: S. 46 of 1995, c. 11, in force July 12, 1996, provides 
as follows: 


46. Other references — Every reference made to the Minis- 
ter of Communications, the Minister of Multiculturalism and 
Citizenship and the Secretary of State of Canada in relation to 
any matter to which the powers, duties and functions of the 
Minister of Canadian Heritage extend by virtue of this Act, in 
any other Act of Parliament or in any order, regulation or 
other instrument made under any Act of Parliament shall, un- 
less the context otherwise requires, be read as a reference to 
the Minister of Canadian Heritage. 


Forms: T1-CP Summ: Return in respect of certified productions. 
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(22) Notwithstanding subsection (1), where an inves- 
tor has acquired a film or tape after his 1977 taxation 
year and before 1979 and the principal photography 
or taping in respect of the film or tape is completed 
after ‘a particular taxation year ‘and not later than 
March 1, 1979, in no case shall the deduction in re- 
spect of property of Class 12 in Schedule II other- 
wise allowed to the investor by. virtue of subsection 
(1) in. computing his income for the particular taxa- 
tion year exceed the amount, otherwise determined, 
if the capital cost to the investor of the film or tape 
were reduced by the amount, if any, by which 


(a) the capital cost to the investor of the film or 
tape as of the end of the Mesa 


exceeds 


(b) the amount that may ead seats be considered 
to be: the investor’s proportionate share of the 
production costs incurred in respect of the film or 
tape to March 1, 1979. 


Related Provisions: Reg. L021) — Meaning of “investor” 
and “film or tape”. 


History: Subsec. 1100(22) added ily zat 1978: 3731: s. 1; Decem- 
ber 14, 1978, Canada: Gazette, Part If, December 27, 1978. 


Interpretation Bulletins: IT-441: CCA — Certified feature film 
productions and certified short productions. 


Forms: T1-CP Summ: Return in respect of certified productions. 


Ce: For the purposes of paragraph (21)(a), 


(a) in respect of a film or tape acquired i in 1987, 
other than a film or tape in respect of which para- 
graph (b) applies, the references in paragraph 
(21)(a) to “within 60 days after the end of the 
year’ shall be read as. references to “before July, 
1988”; and 


(b) in respect of a film or tape acquired in 1987 
or 1988 that is included in paragraph (n) of Class 
12 in Schedule II and that is part of a series of 
films. or tapes that includes another property in- 
cluded in that paragraph, the references in para- 
graph (21)(a) to “within 60 days after the end of 
the year” shall be read.as references to “before 
1989”. 
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History: Subsec. 1100(23) added by P.C. 1988-2795, subsec. 1(6), 
December 22, 1988, Canada Gazette, Part II, January 18, 1989, ap- 
plicable after 1986. 


(24) Specified energy property — Notwith- 
standing subsection (1), in no case shall the total of 
deductions, each of which is a deduction in respect 
of property of Class 34 or Class 43.1 in Schedule Il 
that is specified energy property owned by a tax- 
payer, otherwise allowed to the taxpayer under sub- 
section (1) in computing the taxpayer’s income for a 
taxation year, exceed the amount, if any, by which 


(a) the total of all amounts each of which is 
(i) the total of 


(A) the amount that would be the income 
of the taxpayer for the year from property 
described in Class 34 or 43.1 in Schedule 
II (other than specified energy property), 
or from the business of selling the product 
of that property, if that income were calcu- 
lated after deducting the maximum amount 
allowable in respect of the property for the 
year under paragraph 20(1)(a) of the Act, 
and 


(B) the taxpayer’s income fat the year 
from specified energy property or from the 
business of selling the product of that 
property, computed without regard to para- 
graph 20(1)(a) of the Act, or 


(ii) the total of 


(A) the taxpayer’s share of the amount that 
would be the income of a partnership for 
the year from property described in Class 
34 or 43.1 in Schedule II (other than speci- 
fied energy property), or from the business 
of selling the product of that property, if 
that income were calculated after deduct- 
ing the maximum amount allowable in re- 
spect of the property for the year under 
paragraph 20(1)(a) of the Act, and 


(B) the income of a partnership for the 
year from specified energy property or 
from the business of selling the product of 
that property of the partnership, to the ex- 
tent of the taxpayer’s share of that income, 


exceeds 
(b) the total of all amounts each of which is 


(i) the taxpayer’s loss for the year from speci- 
fied energy property or from the business of 
selling the product of that property, computed 
without regard to paragraph 20(1)(a) of the 
Act, or 


(ii) the loss of a partnership for the year from 
specified energy property or from the business 
of selling the product of that property of the 
partnership, to the extent of the taxpayer’s 
share of that loss. 


Income Tax Regulations, Part XI 


Related Provisions: Reg. 1100(25) — Meaning of “specified en- 
ergy property”; Reg. 1100(26) — Exception. 


History: Subsec. 1100(24) amended by P.C. 1997-1033, subsec. 
1(2), July 25, 1997, Canada Gazette, Part II, August 20, 1997, ap- 
plicable after February 21, 1994. 


(25) Subject to subsections (27) to (29), in this sec- 
tion and section 1101, “specified energy property” of 
a taxpayer or partnership (in this subsection referred 
to as “the owner’’) fora taxation year means property 
of Class 34 or Class 43.1 in Schedule II that was ac- 
quired by the owner after February 9, 1988 other 
than a particular property 


(a) acquired to be used by the owner primarily for 
the purpose of gaining or producing income from 
a business carried on in Canada (other than the 
business of selling the product of the particular 
property) or from another property situated in 
Canada, or 


(b) leased in the year, in the ordinary course of 
carrying on a business of the owner in Canada, to 


(i) a person who can reasonably be expected 
to use the property primarily for the purpose 
of gaining or producing income from a busi- 
ness carried on in Canada (other than the busi- 
ness of selling the product of the particular 
property) or from another property situated in 
Canada, or 


(ii) a corporation or partnership described in 
subsection (26), 


where the owner was 


(iii) a corporation whose principal business 
was, throughout the year, 


(A) the renting or leasing of leasing prop- 
erty or property that would be leasing 
property but for subsection (18), (19) or 
(20), 


(B) the renting or leasing of property re- 
ferred to in clause (A) combined with the 
selling and servicing of property of the 
same general type and description, or 


(C) the manufacturing of property de- 
scribed in Class 34 or Class 43.1 in Sched- 
ule II that it sells or leases, 


and the gross revenue of the corporation for 
the year from that principal business was not 
less than 90 per cent of the gross revenue of 
the corporation for the year from all sources, 
or 


(iv) a partnership each member of which was 
a corporation described in subparagraph (iii) 
or paragraph (26)(a). 

Related Provisions: Reg. 1101(5m) — Separate class. 


History: The opening words of subsec. 1100(25) and cl. 
1100(25)(b)(iii)(C) amended by P.C. 1997-1033, subsecs. 1(3) and 
(4), July 25, 1997, Canada Gazette, Part II, August 20, 1997, appli- 
cable after February 21, 1994. 
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(26) Subsection (24) does not apply to-a taxation 
year of a taxpayer that was, throughout the year, 


(a) a. corporation whose principal business 
throughout the year was 


(i) manufacturing or processing, 
(ii) mining operations, or 
- (iii) the sale, ‘distribution or production of 


electricity, natural gas, oil, steam, heat or any 
other form of energy or potential energy; or 


(b) a’ partnership each member of which was a 
~ corporation described in paragraph (a). 
Related Provisions: Reg. 1104(9) — Meaning of “manufactur- 
ing and processing”. 


History: Para. 1100(26)(a) amended by P.C: 1997-1033, subsec. 
1(5), July 25, 1997, Canada Gazette, Part I, August 20, 1997, -ap- 
plicable to taxation years ending after March 6, 1996. 


(27) Specified energy property of a person or part- 
nership does ‘not include property acquired by the 
person or partnership after February 9, 1988 and 
before 1990 


- (a) pursuant to an obligation in writing entered 
‘to by the person or partnership before rest 
10, 1988; 


(b) pursuant to the terms of a prospectus, cetilal! 
nary prospectus, registration statement or offering 
memorandum filed before February 10, 1988 
with a public authority in Canada pursuant to and 
in accordance with the securities legislation of 
any province; 


(c) pursuant to the terms of an offering memoran- 
dum distributed as part of an offering of securi- 
ties where 


(1) the offering memorandum contained a 
complete or substantially complete description 
of the securities contemplated in the offering 
as well as the terms and conditions of the of- 
fering of the securities, 


(11) the offering memorandum was distributed 
before February 10, 1988, 


(iii) solicitations. in respect of the sale of the 
securities contemplated by the offering mem- 
orandum were made before February 10, 
1988, and, 


(iv) the sale of the securities was substantially 
in accordance with the offering memorandum; 
or 


(d) as part of a project where; before February 10, 
1988, 


(i) some of the machinery or equipment to be 
used in the project had been acquired, or 
agreements in writing for the acquisition of 
that machinery or equipment had been entered 
into, by or on behalf of the person or partner- 
ship, and 


(ii), an approval had been received by or on 
behalf of the person or partnership from a 


Reg. 
S. 1100A(2)(a) 


government environmental authority in re- 
spect of the location of the project. 
Related Provisions: Reg, 1100(17) — Meaning of 


property”. 


“leasing 


(28) A property acquired by a taxpayer 
(a) in. the course of a reorganization in. respect of 
which, if a dividend were received by a corpora- 
tion in the course of the reorganization, subsec- 
tion 55(2) of the Act would not be applicable to 
the dividend by reason of the application of para- 
graph 55(3)(b) of the Act, or 


(b) from a person with: whom the taxpayer was 
not dealing at arm’s length (otherwise than by 
virtue of a right referred to in, paragraph 
251(5)(b) of the Act) at the time the property was 
acquired 


that would otherwise be specified energy property of 
the taxpayer shall be deemed not to be specified en- 
ergy property of the taxpayer if, immediately before 
it was so acquired by the taxpayer, it was not, by vir- 
tue of subsection (27), this subsection or subsection 
(29), specified energy property of the person from 
whom the property was so acquired. 


(29) A property acquired by a taxpayer or partner- 
ship that is a replacement property (within the mean- 
ing assigned by subsection 13(4) of the Act), that 
would otherwise be specified energy property of the 
taxpayer or partnership, shall be deemed not to be 
specified energy property of the taxpayer or partner- 
ship if the property replaced, referred to in paragraph 
13(4)(a) or (b) of the Act, was, by. virtue of subsec- 
tion (27), (28) or this subsection, not specified en- 
ergy property of the taxpayer or partnership immedi- 
ately before it was disposed of by the taxpayer or 
partnership. 

History: Subsecs. 1100(24) to (29) added by P.C. 1990-753, April 
26, 1990, Canada Gazette, Part Il, May 9, 1990, applicable in re- 
spect of taxation years ending after February 9, 1988. 

Selected Cases [Reg. 1100]: Brydges v. Canada; [1996] 1 
C.T.C. 2851 (TCC) (Certification cannot be subsequently revoked). 
Interpretation Bulletins [Reg. 1100]: IT-474R: Amalgamations 
of, Canadian corporations. 


1100A. Exempt mining income — (1) [Revoked] 


(2) Any election under subparagraph 13(21)(f)(vi) 
[13(21)“undepreciated capital cost”H] of the Act in 
respect of property of a prescribed class acquired by 
a corporation for the purpose of gaining or producing 
income from a mine shall be made by filing with the 
Minister, not later than the day on or before which 
the corporation is required to file a return of income 
pursuant to section 150 of the Act for its taxation 
year in which the exempt period in respect of the 
mine ended, one of the following documents in du- 
plicate: 

(a) where the directors of the corporation are le- 

gally entitled to administer the affairs of the cor- 

poration, a certified copy of their resolution au- 
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thorizing the election to be made in respect of 
that class; and 


(b) where the directors of the corporation are not 
legally entitled to administer the affairs of the 
corporation, a certified copy of the authorization 
of the making of the election in respect of that 
class by the person or persons legally entitled to 
administer the affairs of the corporation. 


Related Provisions: Reg. 1100(1)(w), (x). 


History: Subsec. 1100A(1) revoked by P.C. 1988-390, s. 6, March 
3. 1988. Canada Gazette, Part II, March 16, 1988, effective October 
29, 1985. 

Subsec. 1100A(1) substituted by P.C. 
1979, Canada Gazette, Part Il; June 13, 1979. 


Subsec. 1100A(1) and that portion of subsec. 1100A(2) preceding 
para. (a) substituted by P.C. 1978-1315, subsecs. 7(1), (2), April 20, 
1978, Canada Gazette, Part II, May 10, 1978, effective on and after 
May 26, 1978. 


Interpretation Bulletins: IT-478R: CCA — Recapture and termi- 
nal loss. 


Division Il — Separate Classes 


1101. (1) Businesses and properties — Where 
more than one property of a taxpayer is described in 
the same class in Schedule I] and where 


(a).one of the properties was acquired for the pur- 
pose of gaining or producing income from a busi- 
ness, and 


(b) one of the properties was acquired for the pur- 
pose of gaining or producing income from: an- 
other business or from the property, 


a separate class is hereby prescribed for the IE Lea 
ties that 


(c) were acquired for the purpose of gaining or 

producing income from each business, and 

(d) would otherwise be included in the class. 
Related Provisions: Reg. 1101(1a) — Insurance businesses. 


History: Paras. 1101(1)(c), (d) renumbered by P.C. 1980-2081, s. 
1, July 31, 1980, Canada Gazette, Part Il, August 13, 1980. 


Interpretation Bulletins: IT-206R: Separate businesses; IT- 
218R: Profit, capital gains and losses from the sale of real estate, 
including farmland and inherited land and conversion of real estate 
from capital property to inventory and vice versa. 


(1a) For the purposes of subsection (1), 


(a) a life insurance business, and 


(b) an insurance business other than a life insur- 
ance business, 


shall each be regarded as a separate business. . 


(lab) Where, at the end of 1971, more than one 
property of a taxpayer who was a member of a part- 
nership at that time is described in the same class in 
Schedule II and where 


(a) one of the properties can reasonably be re- 
garded to be the interest of the taxpayer in a de- 
preciable property that is partnership property of 
the partnership, and 


1979-1487, s.-1, ici ge 
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(b) one of the properties is property other than 
property referred to in paragraph (a), 


a separate class is hereby ee at for all proper- 


ties each of which 
(c) is a property referred to in eee aan (a); and 
(d) would otherwise be included in the class. 


(lac) Subject to subsection (5h), where more than 
one property of a taxpayer is described in the same 
class in Schedule II; and one or more of the proper- 
ties is a rental property of the taxpayer, the capital 
cost of which to the taxpayer was not less, than 
$50,000, a separate class is hereby. prescribed. for 
each such rental property of the taxpayer that would 
otherwise be included in the same class, other than a 
rental. property that. was acquired by the taxpayer 
before 1972 or that 1s 


(a) a building or an interest therein, or 


(b) a leasehold interest acquired by the taxpayer 
by reason of the fact that the taxpayer erected a 
building on leased land, 


erection of which building was. commenced by. the 
taxpayer before 1972 or pursuant to.an agreement in 
writing entered into by the taxpayer before 1972. 


Related Provisions: Reg. 1100(14) — Meaning of “rental prop- 
erty”; Reg. 1101(1ad) — Exceptions, 


History: All that portion of subsec. 1101(1ac) preceding para. (a) 
substituted by P.C. 1982-599, subsec. 2(1),, February 25, 1982, Can- 
ada Gazette, Part Il, March 10, 1982. 


Interpretation Bulletins: IT-274R: Rental ones Carl 
cost of $50,000 or more; IT-304R: CCA — Condominiums. 


(lad) Notwithstanding subsection (lac), a.rental 

property acquired by a taxpayer 
(a) in the course of a reorganization in respect of 
which, if a dividend were received by a corpora- 
tion in the course of the reorganization, subsec- 
tion 55(2) of the Act would not be applicable to 
the dividend by reason of the application of para- 
graph 55(3)(b) of the Act, or 


(b) from a person with whom. the taxpayer was 
not dealing at arm’s length (otherwise than by 
virtue of a right referred to in paragraph 
251(5)(b) of the Act) at the time the property was 
acquired, 


that would otherwise be rental property of the tax- 
payer of a separate class prescribed under subsection 
(lac), shall be deemed not to be property of a sepa- 
rate class prescribed under that subsection if, imme- 
diately before it was so acquired by the taxpayer, it 
was a rental property of the person from whom the 
property, was so acquired of a prescribed class other 
than a separate class prescribed under that 
subsection. 

Related Provisions: Reg. 
Meaning of “rental property”; 
exception. 

History: Paras. 1101(1ad)(a), (b) substituted for (a) to (c) by P.C. 
1989-2464, subsec. 2(1), December 14, 1989, Canada Gazette, Part 
Il, January 3, 1990, applicable in respect of property acquired by a 


1100(2.21)(a); Reg. 1100(14) — 
Non-arm’s length 
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taxpayer after June 17, 1987 other than property acquired after that 
date and before 1990 pursuant to an agreement in writing entered 
into by the taxpayer before June 18, 1987. 


Para. 1101(lad)(a.1) added by P.C. 1984-3789, s. 6, November 29, 
1984, Canada Gazette, Part II, December 12, 1984, applicable with 
respect to property acquired after November 12, 1981. 


Interpretation Bulletins: [T-274R: Rental Ai alec Nalin 
cost of $50,000 or more. 


(lae) Except in the case of a corporation or partner- 
ship described in subsection 1100(12), where more 
than one property of a taxpayer is described in the 
same class in,Schedule Il and where 


(a) one of the properties is a rental property other 
than a property ofa separate class prescribed 
under subsection (lac), and 
-(b) one of the properties is a property other than 
rental property, 
a separate class is hereby prescribed for properties 
that 
(c) are described in paragraph (a); and 
(d) would otherwise be included in the class. 
Related Provisions: Reg. 1100(14) — Meaning of 
property”. 
Interpretation Bulletins: IT-195R4: Rental property — CCA 
restrictions. 


“rental 


(laf) A separate class is hereby prescribed for each 
property included in Class 10.1 in Schedule IL. 

History: Subsec. 1101(1af) added by P.C. 1991-2272, s. 2, Novem- 
ber 21, 1991, Canada Gazette, Part Il, December 4, 1991, applica- 


ble to taxation years and fiscal periods commencing after June 17, 
1987 that end after 1987. 


Subsecs. 1101(1b), (1c) revoked by P.C. 1979-2483, September 13, 
1979, Canada Gazette, Part II, September 26, 1979, effective in re- 
spect of 1978 et seq. 


Interpretation Bulletins: IT-521R: Motor vehicle expenses 
claimed by self-employed individuals; IT-522R: Vehicle, travel and 
sales expenses of employees. 


(2) Fishing vessels — Where a property of a tax- 
payer that would otherwise be included in Class 7 in 
Schedule II is a property in respect of which a depre- 
ciation allowance could have been taken under Order 
in Council 


(a) P.C. 2798 of April 10, 1942, 

(b) P.C. 7580 of August 26, 1942, as amended by 
P.C.-3297 of April 22, 1943, or 

(c) P.C. 3979 of June 1, 1944, 


if those Orders in Council were applicable to the tax- 
ation year, a separate class is hereby prescribed for 
each property, including the furniture, fittings and 
equipment attached thereto. 


Related Provisions: Reg. 1100(1)(). 
(2a) Canadian vessels — A separate class is 
hereby prescribed for each vessel of a taxpayer, in- 


cluding the furniture, fittings, radiocommunication 
equipment and other equipment attached thereto, that 


(a) was constructed in Canada; 
(b) is registered in Canada; and 


Reg. 
S. 1101(4) 


(c) had not been used for any purpose whatever 
before it was acquired by the taxpayer. 
Related Provisions: Reg. 1100(1)(v) — additional «allowance; 
Reg. 4601(e)(ii) — Investment tax credit — qualified. transporta- 
tion equipment. 
History: Subsec. 1101(2a) substituted by P.C. 1994-139, subsecs. 


3(1) and (2), January 27, 1994, Canada Gazette, Part I, February 9, 
1994, applicable to property acquired after July 13, 1990: 


Interpretation Bulletins: IT-267R2: CCA — vessels. 


Advance Tax Ruling: ATR-52: Accelerated rate of CCA for 
vessels. 


(2b) Offshore drilling vessels — A separate 
class is hereby prescribed for all vessels described in 
Class 7 in Schedule II, including the furniture, fit- 
tings, radiocommunication equipment and other 
equipment attached thereto, acquired by a taxpayer 


(a) after May 25, 1976 and designed: principally 
for the purpose of 
(1) determining the existence, diene: extent 


or quality of accumulations of petroleum .or 
natural gas (other than mineral resources); or 


(ii) drilling oil or gas wells; or 
(b) after May 22, 1979 and designed principally 
for the purpose of determining the existence, lo- 
cation, extent or quality of mineral resources. 
Related Provisions: Reg. 1100(1)(va). 


History: Subsec. 1101(2b) substituted by P.C. 1979-1487, s. 52, 
May 17, 1979, Canada Gazette, Part II, June 13, 1979. 


Interpretation Bulletins: [T-267R2: CCA — Vessels; IT-317R: 
Radio and television equipment. 


(3) Timber limits and cutting rights — For the 
purposes of this Part and Schedules IV and VI, each 
property of a taxpayer that is 


(a) a timber limit other than a timber resource 
property, or 

(b).a right to cut timber from a limit other than a 
right that is a timber resource property, 


is hereby prescribed to be a separate class of 
property. 
Related Provisions: Reg. 1100(1)(e) — Capital cost allowance. 


Interpretation Bulletins: IT-469R: CCA — Earth-moving equip- 
ment; IT-481: Timber resource property and timber limits. 


(4) Industrial mineral mines — For the purposes 
of this Part and Schedule V, where a taxpayer has 


(a) more than one industrial mineral mine in re- 
spect of which he may claim an allowance under 
paragraph 1100(1)(g), 
(b) more than one right to remove industrial min- 
erals from an industrial mineral mine in respect 
of which he may claim an allowance under that 
paragraph, or 
(c) both such a mine and a right, 
each such industrial mineral mine and each such 
right to remove industrial minerals from an industrial 
mineral mine is hereby prescribed to be a separate 
class of property. 
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Related Provisions: Reg. “industrial 


mineral mine”. 


1104(3) — Meaning of 


(4a) New or expanded mines properties _ 
Where more than one property of a taxpayer is de- 
scribed in Class 28 in Schedule II and 


(a) one of the properties was acquired for the pur- 
pose of gaining or producing income from only 
one mine, and 


(b) one of the properties was acquired for the pur- 


pose of gaining or producing income from an- 
other mine, 


a separate class is hereby prescribed for the proper- 
ties that 


(c) were acquired for the purpose of gaining or 
producing income from each mine; 


(d) would otherwise be included in the class; and 


(e) are not included in a separate class by virtue 
of subsection (4b). 
Related Provisions: Reg. 


1104(5), (6.1) — Income 
Interpretation. 


1100(1 )(w), 
from a 


1104(5), 
mine; Reg, 


1104(7); Reg. 
1104(7) — 


(4b) Where more than one property of a taxpayer is 
described in Class 28 in Schedule II and 


(a) one of the properties was acquired for the pur- 
pose of gaining or producing income from partic- 
ular mines, and 

(b) one of the properties was acquired for the pur- 
pose of gaining or producing income from only 
one mine or more than one mine other than any 
of the particular mines, 


a separate class is hereby prescribed for the: Pp 
ties that 


(c) were acquired for the purpose of gaining or 
producing income from the particular mines; and 


(d) would otherwise be included in the class. 


Related Provisions: Reg. 1100(1)(x), 1104(5), 1104(7); Reg. 
1104(5),. (6.1)— Income . from, a_-mine;.-Reg. -1104(7) — 
Interpretation. 


(4c) Where one or more properties*of a taxpayer are 
described in paragraph (a), (a.1), or (a.2) of Class 41 
of Schedule II and 


(a) where all of the properties were acquired for 
the purposes of gaining or producing income 
from only one mine, or 


(b) where 


(i) one or more of the properties were ac- 
quired for the purpose of gaining or producing 
income from a particular mine, and. 


(ii) one or more of the properties were. ac- 
quired for the purpose of gaining or producing 
income from another mine, 


a separate class is hereby. prescribed for the proper- 
ties, that 


(c) were acquired for the purpose of gaining or 
producing income from each mine, 


Income Tax Regulations, Part XI 


(d) would otherwise be included in the class, and 
(e) are not included in a separate class by reason 
of subsection (4d). 


Related Provisions: Reg: 1100(1)(y), 1104(S), 
1104(5), (6.1)—Income. froma mine; Reg. 


1104(7): Reg. 
1104Q) — 


-Interpretation. 


(4d) Where more than one property of a taxpayer is 
described in paragraph (a), (a.1), or (a. ah: of Class. 41 
of Schedule II and 


(a) one of the properties was acquired for the pur- 
pose of gaining or waits income from ial 
ular-mines, and 


(b) one of the properties was required for the pur- 
pose of gaining or producing income from only 

- one mine or more than one mine other than, any 
of the particular mines, 


a separate class is hereby araaghined 98 the proper- 
ties that : 


(c) were acquired for the purpose of gaining or 
producing income from the particular mines, and 
(d) would otherwise be included in the class. . 
Related Provisions: Reg. 1100(1)(ya), 1104(5), 1104(7);:Reg. 
1104(5), (6.1) — Income, from» a» mine;,-Reg.:-.1104(7) — 
Interpretation. 
History: The opening words of subsecs. 1101(4c), (4d) amended 


by P.C. 1998-49, s. 8, January 26, 1998; Canada Gazette, Part II, 
February 4, 1998, applicable after March 6, 1996. 


Subsecs. 1101(4c), (4d) added by P.C. 1989-2464, subsec. 2(2), De- 
cember 14, 1989, Canada Gazette, Part II, yarewy 3, 1990, applica- 
ble in respect of property acquired after 1987. 


(5) Lease option agreements — Where, by vir- 
tue of an agreement, contract or arrangement entered 
into on or after May 31, 1954, a taxpayer is deemed 
by section 18 of the Income Tax Act; as.enacted. by 
the Statutes of Canada, 1958, Chapter.32, subsection 
8(1), to have acquired a property, a separate class is 
hereby prescribed for each such property and if the 
taxpayer subsequently actually acquires the property 
it shall be included in the same class. 


(5a) Telecommunication spacecraft — For the 
purposes of this Part, each property of a taxpayer 
that is an unmanned telecommunication spacecraft 
described in paragraph (f.2) of Class. 10 or in Class 
30 in Schedule II is hereby prescribed to-be a sepa- 
rate class of property. 

History: Subsec. 1101(5a) substituted by P.C. 1989- 2464, subsec. 


2(3), December 14, 1989, Canada Gazette, Part II; January 3, 1990, 
applicable in respect of property acquired after 1987. 


(Sb) Multiple-unit residential buildings — For 
the purposes of this Part, when any property of a tax- 
payer is a property of Class 31 or 32 in Schedule II 
and the capital cost of that property to the taxpayer 
was not less than $50,000, a separate:class is hereby 
prescribed. for each such property.of the. taxpayer 
that would otherwise be included in. the same. class. 
Interpretation Bulletins: IT-274R: Rental properties — Capital 


cost of $50,000 or more; IT-367R3: ee cost allowance — ~ mul- 
tiple-unit residential buildings. - 
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Forms: TX87: Application for a copy of 4a MURB certificate. 


(5c) Leasing properties — For the purposes of 
this Part, except in the case of a corporation or part- 
nership described in subsection 1100(16), where 
more than one property of a taxpayer is described in 
the same class in Schedule II and where 


(a) one of the properties is a leasing property, and 


(b) one of the properties is a property other than a 
leasing property, 


a separate class is hereby prescribed for properties 
that 


(c) are described in paragraph (a); and 

(d) would otherwise be included in the class. 
Related Provisions: Reg. 1100(17), (18) — Meaning of “leasing 
property”. 


Interpretation Bulletins: IT-443: Leasing property — CCA 
restrictions. 


(5d) Railway cars — Where more than one prop- 
erty of a taxpayer is a railway car included in Class 
35 in Schedule II that was rented, leased or used by 
the taxpayer in Canada in the taxation year, other 
than a railway car owned by a corporation, or a part- 
nership any member of which is a corporation, that 


(a) was at any time in that taxation year a com- 
mon carrier that owned or operated a railway, or 


(b) rented or leased the railway cars at any time 
in that taxation year, by one or more transactions 
between persons not dealing at arm’s length, to 
an associated corporation that was, at that time, a 
common carrier that owned or operated a railway, 


a separate class is prescribed 


(c) for all such properties acquired by the tax- 
payer before February 3, 1990 (other than such 
properties acquired for rent or lease to another 
person), 


(d) for all such properties acquired by the tax- 
payer after February 2, 1990 (other than such 
properties acquired for rent or lease to another 
person), | 
(e) for all such properties acquired by the tax- 
payer before April 27, 1989 for rent or lease to 
another person, and 
(f) for all such properties acquired by the tax- 
payer after April 26, 1989 for rent or lease to an- 
other person. 

Related Provisions: Reg. 1100(1)(z), (z.1a). 


History: Subsec. 1101(5d) substituted by P.C. 1991-465, subsec. 
2(1), March 14, 1991, Canada Gazette, Part Il, March 27, 1991, 


applicable after April 26, 1989 except that in respect of property of | 


a taxpayer 

(a) acquired by the taxpayer after April 26, 1989 and before 
February 3, 1990, 

(b) acquired by the taxpayer after February 2, 1990 pursuant to 
an agreement in writing entered into by the taxpayer before 
February 3, 1990, or 

(c) under construction by or on behalf of the taxpayer before 
February 3, 1990, 


Reg. 
S. 1101(5e.2) 


the subsec. shall be read without reference to para. (d) thereof and 
to the words “before February 3, 1990” in para. (c) thereof. 


(5d.1) [Railway property] — A separate class is 
hereby prescribed for all property included in Class 
35 in Schedule II acquired at a time after December 
6, 1991 by a taxpayer that was at that time a com- 
mon carrier that owned and operated a railway. 


Related Provisions: Reg.  1100(1)(z.1b) — Additional 


allowance. 


History: Subsec. 1101(Sd.1) added by P.C. 1994-139, subsec. 3(3), 
January 27, 1994, Canada Gazette, Part II, February 9, 1994, appli- 
cable to property acquired after December 6, 1991. 


(5e) Railway track and related property — A 
separate class is hereby prescribed for all property 
included in Class 1 in Schedule II acquired by a tax- 
payer after March 31, 1977 and before 1988 that is 


(a) railway track and grading, including compo- 
nents such as rails, ballast, ties and other track 
material; 


(b) railway. traffic control or signalling equip- 
ment, including switching, block signalling, inter- 
locking, crossing protection, detection, speed 
control or retarding equipment, but not including 
property that is principally electronic equipment 
or systems software therefor; or 


(c) a bridge, culvert, subway or tunnel that is an- 
cillary to railway track and grading. 


Related Provisions: Reg. 1100(1)(za), (za.1) — Additional 
allowance. 


(5e.1) [Railway property] — A separate class is 
hereby prescribed for all property included in Class | 
in Schedule II acquired at a time after December 6, 
1991 by a taxpayer that was at that time a common 
carrier that owned and operated a railway, where the 
property is 

(a) railway track and grading, including compo- 

nents such as rails, ballast, ties and other track 

material; 


(b) railway traffic control or signalling equip- 
ment, including switching, block signalling, inter- 
locking, crossing protection, detection, speed 
control or retarding equipment, but not including 
property that is principally electronic equipment 
or systems software therefor; or 


(c) a bridge, culvert, subway or tunnel that is an- 
cillary to railway track and grading. 
Related Provisions: Reg. 1100(1)(za.1) — Additional allowance. 
History: Subsec. 1101(Se.1) added by P.C. 1994-139, subsec. 3(5), 


January 27, 1994, Canada Gazette, Part II, February 9, 1994, appli- 
cable to property acquired after December 6, 1991. 


(5e.2) [Trestles] — A separate class is hereby pre- 
scribed for all trestles included in Class 3 in Sched- 
ule II acquired at a time after December 6, 1991 by a 
taxpayer that was at that time a common carrier that 
owned and operated a railway, where the trestles are 
ancillary to railway track and grading. 


Related Provisions: Reg. 1 100(1)(za.2) — Additional allowance. 
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History: Subsec. 1101(Se.2) added by P.C. 1994-139, subsec.'3(5), 
January 27, 1994, Canada Gazette, Part I, February 9, 1994, appli- 
cable to property acquired after pecenbet (Os SEDI 


(5f) [Trestles] — A separate class is inst pre- 
scribed for all trestles included in Class 3 in Sched- 
ule II acquired by a taxpayer after March 31,1977 
and before 1988 that are ancillary to: railway track 
and grading. 


Related Provisions: Reg. 1100(1)(zb). 


History: All that portion of subsec. 1101(Se) preceding para. (a) 
and subsec. 1101(5f) substituted by P.C. 1984-2044, subsecs. 2(1), 
(2), June 14, 1984, Canada Gazette, Part Il, June 27, 1984. 


All that portion of subsec,.1101(Se) preceding para. (a) and subsec. 
(5f) substituted by P.C, 1981-733, s. 1, March 19, 1981, Canada 
Gazette, Part I, April 8, 1981, Lath: April 1, 1980. . 


Subsecs.1101(5e), (Sf) added by P.C. 1978- 344, s. 2, February D: 
1978, Canada Gazette, Part Il, February 22, 1978, effective after 
March :31, 1977. 


(5g) Deemed depreciable property — A sepa- 
rate class is hereby prescribed for each property of a 
taxpayer described in Class 36 in Schedule II. 


(5h) Leasehold interest in real properties — 
For the purposes of this Part, where more than one 
property of a taxpayer is described in the same class 
in Schedule II and where 


(a) one of the properties is a leasehold interest in 
real property described in subsection Secon 
and 


(b) one of the properties is a property other rise a 
leasehold interest in real property described in 
subsection 40] ER a 


a separate. class jis hereby prescribed for properties 
that nF 


(c) are described in paragraph (a); and’ 
(d) would otherwise be included in the class. 


History: Subsecs. 1101(5g), (Sh) added by P.C. 1982-599, subsec. 

2(2), February 25, 1982, Canada Gazette. Part Il, March 10, 1982, 
subsec. 1101(5g) applicable in respect of property acquired after 
December 11, 1979. 


(5i) Pipelines — A separate class is hereby pre- 
scribed for each property of a taxpayer described in 
Class 2 in Schedule If that is 


(a)a pipeline the construction of which was com- 
menced after 1984 and completed after Septem- 
ber 1, 1985 and the capital cost of which to the 
taxpayer is not less than $10,000,000, 


(b) a pipeline that has been extended or converted 
where the extension or conversion was completed 
after September 1, 1985 and the capital cost to 
the taxpayer of the extension or the cost to him of 
the conversion, as the case may be, is not less 
than $10,000,000, or 


(c) a pipeline that has been extended and con- 
verted as part of a single program of extension 
and conversion of the pipeline where the program 
was completed after September 1, 1985 and the 
aggregate of the capital cost to the taxpayer of the 
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extension and the cost to him of the conversion is 
not less than $10,000, 000, .. 


and in respect of which the taxpayer has, by dettet 
attached to the return of his income filed with the 
Minister in accordance with section 150 of the Act 
for the taxation year in’ which the construction; ex- 
tension, conversion.or program, as. the case may. be, 
was completed, elected that this subsection apply. 


Related Provisions: Reg. 1101(5j) — Effect of election, 


(5j) [Election effective forever] — An election 
under subsection (5i), (51) or (So) shall be effective 
from the first day of the taxation year in respect of 
which the election is made and shall continue to be 
effective for all subsequent taxation years. 

History: Subsec. 1101(5j) amended by P.C. 1991-465, subsec. 
2(2), March 14, 1991, Canada Gazette, Part IH, March 27, 1991, 
applicable in respect of taxation years ending after April 26, 1989. 
Subsec. 1101(5j) substituted by P.C. 1989-2464, subsec. 2(4), De- 
cember 14, 1989, Canada Gazette; Part Il;January,3, 1990, applica> 
ble in respect of property. acquired after 1987. 


Subsecs, 1101(51, (5j]) added by P.C, 1986-193, January 23, 1986, 
Canada Gazette, Part Il, February 5, 1986. 


(5k) Certified productions — A se sant class is 
hereby prescribed for all property of a taxpayer in- 
cluded in Class 10 in Schedule If by reason of para- 
graph (w) thereof. 

Related Provisions: Reg. 1100(1)(1). 


History: Subsec: 1101(5k) added by P.C..1988-2795, s. 2, Decem- 
ber 22, 1988, Canada Gazette, Part IT, January 18, 1989, ies 
in respect of property acquired after 1987. 


Interpretation Bulletins: IT-283R2: CCA — weve video- 
tape cassettes, films, computer software and master recording 
media. 
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(51) Class 38 property and _ outdoor 
advertising signs — A separate class is hereby 
prescribed for each property of a taxpayer described 
in Class 38 in Schedule II or in paragraph (1) of 
Class 8 in Schedule II in respect of which the tax- 
payer has, by letter attached to the return of income 
of the taxpayer filed with the Minister in accordance 
with section 150 of the Act for the taxation year in 
which the property was acquired, elected that this 
subsection apply. 

Related Provisions: Reg. 1101(5j) — Effect of election. 


History: Subsec. 1101(51) added by P.C. 1989-2464, subsec. 2(5), 
December 14, 1989, Canada Gazette, Part II, January 3, 1990, ap- 
plicable in respect of property acquired after 1987, except that any 
election under the subsec. made before July 3, 1990 shall be deemed 
to be a valid election. 


Interpretation Bulletins: IT-469R: CCA — Earth-moving 
equipment. 


(5m) Specified energy property — Where, for 
any taxation year, a property of a taxpayer or part- 
nership is a specified energy property, a separate 
class is prescribed in respect of that property for that 
and subsequent taxation years. 

Related Provisions: Reg. 1100(25) — Meaning of “specified en- 
ergy property”. 

History: Subsec. 1101(5m) added by P.C. 1990-753, April 26, 


1990, Canada Gazette, Part Il, May 9, 1990, applicable in respect of 
taxation years ending after February 9, 1988. 


(5n) [Specified leasing property] — Notwith- 
standing subsection (5c), where at the end of any 
taxation year a property of a taxpayer is specified 
leasing property, a separate class is prescribed in re- 
spect of that property (including any additions or al- 
terations to that property included in the same class 
in Schedule II) for that year and all subsequent taxa- 
tion years. 

Related Provisions: Reg. 1100(1.1), (1.11) — Specified leasing 
property. 


(50) [Exempt properties] — A separate class is 
prescribed for one or more properties of a class in 
Schedule II that are exempt properties, as defined in 
paragraph 1100(1.13)(a), of a taxpayer referred to in 
subsection 1100(16) in respect of which the taxpayer 
has, by letter attached to the return of income of the 
taxpayer filed with the Minister in accordance with 
section 150 of the Act for the taxation year in which 
the property or properties were acquired, elected that 
this subsection apply. 

Related Provisions: Reg. 1101(5j) — Effect of election. 
History: Subsecs. 1101(5n), (So) added by P.C. 1991-465, subsec. 
2(3), (Sn) applicable in respect of taxation years ending after April 
26, 1989; and (So) in respect of property acquired after that date, 
and any election made under that subsec. before September 24, 
1991 shall be deemed to be a valid election. 


(5p) Rapidly depreciating electronic equip- 
ment — Subject to subsection (5q), a separate class 
is prescribed for one or more properties of a taxpayer 
acquired in a taxation year and included in the year 
in Class 8 in Schedule II, or for one or more proper- 
ties of a taxpayer acquired in a taxation year and in- 


cluded in the year in Class 10 in Schedule II, where 
each of the properties has a capital cost to the tax- 
payer of at least $1,000 and is 


(a) general-purpose electronic data processing 
equipment and systems software therefor, includ- 
ing ancillary data processing equipment, included 
in paragraph (f) of Class 10 in Schedule I; 


(b) computer software; 
(c) a photocopier; or 


(d) office equipment that is electronic communi- 
cations equipment, such as a facsimile transmis- 
sion device or telephone equipment. 
Related Provisions: Reg. 1101(5q)—Election for Reg. 
1101(5p) to apply; Reg. 1103(2g) — Property transferred back to 
pool if still owned after 5 years. 
History: Subsec. 1101(5p) added by P.C. 1994-231, s. 2, February 
10, 1994, Canada Gazette, Part I, February 23, 1994, applicable to 
property acquired after April 26, 1993. 


(5q) [Election required] — Subsection (5p) ap- 
plies only in respect of a property or properties of a 
taxpayer in respect of which the taxpayer has (by let- 
ter attached to the return of income of the taxpayer 
filed with the Minister in accordance with section 
150 of the Act for the taxation year in which the 
property or properties were acquired) elected that the 
subsection apply. 

History: Subsec. 1101(5q) added by P.C. 1994-231, s. 2, February 
10, 1994, Canada Gazette, Part II, February 23, 1994, applicable to 
property acquired after April 26, 1993; an election referred to in 
subsec. 1101(5q) shall be deemed to have been made in accordance 
with if it is made by notifying the Minister of National Revenue in 
writing before the end of August 1994. 


ns. s. 2, will add — 
cal periods and taxa- 
ship that end after August 5, 
eproduced under new subsec- 


100(20.1) — Limitation on CCA _ 
vare tax shelter. property; Reg. 


ition of “computer software tax shelter — 


(6) Reference — A reference in this Part to a class 
in Schedule IL includes a reference to the corre- 
sponding separate classes prescribed by this section. 
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Interpretation Bulletins: IT-474R: Amalgamations of Canadian 
corporations. 


Division Ill — Property Rules. 


1102. (1) Property not included — The classes 
of property described in this Part and in Schedule II 
shall be deemed not to include property 


(a) the cost of which is deductible in computing 
the taxpayer’s income; 


inition of eligible costs 
Natural Resources Canad 
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(b) that 1s described in the taxpayer’s inventory; 


(c) that was not acquired by the taxpayer for the 
purpose of gaining or producing income; 
Selected Cases: Hickman Motors Ltd. v. Canada, [1995] 2 


C.T.C. 320 (FCA) (Depreciable property in subsidiary not necessa- 
rily depreciable in hands of parent upon winding-up). 


I.T. Technical News: No. 3 (loss utilization within a corporate 
group; use of a partner’s assets by a partnership. 


(d) that was acquired by an expenditure in respect 
of which the taxpayer is allowed a deduction in 
computing income under section 37 of the Act; 
Related Provisions: Reg. 5202‘cost of capital”(a), 5204“cost of 
capital”(a) — Manufacturing and processing credit. 
Interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures. See also list at end of Reg. 
1102(1). 
(e) that was acquired by the taxpayer after No- 
vember 12, 1981, other than property acquired 
from a person with whom the taxpayer was not 
dealing at arm’s length (otherwise than by virtue 
of a right referred to in paragraph 251(5)(b) of 
the Act) at the time the property was acquired if 
the property was acquired in the circumstances 
where subsection (14) applies, and is 
(i) a print, etching, drawing, painting, sculp- 
ture, or other similar work of art, the cost of 
which to the taxpayer was not less than $200, 


(11) a hand-woven tapestry or carpet or a hand- 
made appliqué, the cost of which to the tax- 
payer was not less than $215 per square 
metre, 


(il) an engraving, etching, lithograph, wood- 
cut, map or chart, made before 1900, or 


(iv) antique furniture, or any other antique ob- 
ject, produced more than 100 years before the 
date it was acquired, the cost of which to the 
taxpayer was not less than $1,000, 


other than any property described in. subpara- 
graph (1) or (ii) where the individual who created 
the property was a Canadian (within the meaning 
assigned by paragraph 1104(10)(a)) at the time 
the property was created; 
History: Para. 1102(1)(e) added by P.C. 1983-1083, s. 2, April 14, 
1983, Canada Gazette, Part II, April 27, 1983, applicable in respect 
of property (other than property described in Class 31 of Schedule II 
or paragraph (n) of Class 12 of that schedule) acquired or disposed 
of after November 12, 1981, property described in the said Class 31 
acquired or disposed of after 1981 and property described in para- 
graph (n) of the said Class 12 acquired or disposed of after 1982. 
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Para. 1102(1)(e) revoked by P.C. 1978-1315, s. 8, April 20, 1978, 
Canada Gazette, Part II, May 10, 1978. 


(f) that is property referred to in paragraph 
18(1)() of the Act acquired after December 31, 
1974, an outlay or expense for the use. or mainte- 
nance of which is not deductible by virtue of that 
paragraph; 


(g) in respect of which an allowance is claimed 
and permitted under Part XVII; 

Related Provisions: Reg. 5202‘‘cost of capital’(a), 5204“cost of 

capital’(a) — Manufacturing and processing credit. 
(h) that is a passenger automobile acquired after 
June 13, 1963 and before January 1, 1966, the 
cost to the taxpayer of which, minus the initial 
transportation charges and retail sales tax in re- 
spect thereof, exceeded $5,000, unless the auto- 
mobile was acquired by a person before June 14, 
1963 and has by one or more transactions be- 
tween persons not dealing at arm’s length be- 
come vested in the taxpayer; 


Related Provisions: Reg. 1102(11)-(13) — Interpretation. 


(i) that was deemed by section 18 of the Jncome 
Tax Act, as enacted by the Statutes of Canada, 
1958, Chapter 32, subsection 8(1), to have been 
acquired by the taxpayer and that did not vest in 
the taxpayer before the 1963 taxation year; 


(j) of a life insurer, that is property used by it in, 
or held by it in the course of, carrying on an in- 
surance business outside Canada; or 

History: Para. 1102(1)(j) substituted by P.C. 1979-2483, s. 2, Sep- 


tember 13, 1979, Canada Gazette, Part Il, September 26, 1979, ap- 
plicable to 1978 et seq. 


(k) that is linefill in a pipeline. 
Related Provisions: Reg. 1104(2) — “Pipeline”. 


History: Para. 1102(1)(k) added by P.C. 1994-139, subsec. 4(1), 
January 27, 1994, Canada Gazette, Part II, February 9, 1994, appli- 
cable to property acquired after December 23, 1991, other than 
property acquired by a taxpayer before 1993 
(a) pursuant to an agreement in writing entered into by the tax- 
payer before December 24, 1991, or 
(b) that was under construction by or on behalf of the taxpayer 
on December 23, 1991. 


Interpretation Bulletins [Reg. 1102(1)]: IT-128R: CCA — De- 
preciable property; IT-148R3: Recreational properties and club 
dues; IT-218R: Profit, capital gains and losses from the sale of real 
estate, including farmland and inherited land and conversion of real 
estate from capital property to inventory and vice versa; IT-220R2: 
CCA — Proceeds of disposition of depreciable property; IT-350R: 
Investigation of site. 


(1a) Partnership property — Where the taxpayer 
is a member of a partnership, the classes of property 
described in this Part and in Schedule II shall be 
deemed not to include any property that is an interest 
of the taxpayer in depreciable property that is part- 
nership property of the partnership. 


(2) Land — The classes of property described in 
Schedule II shall be deemed not to include the land 
upon which a property described therein was con- 
structed or is situated. 


Reg. 
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(3) Non-residents — Where the taxpayer is a non- 
resident person, the classes of property described in 
this Part and in Schedule II shall, except for the. pur- 
pose of determining the foreign accrual property in- 
come of the taxpayer for the purposes of subdivision 
i of Division B of Part I of the Act, be deemed not to 
include property that is situated outside Canada. 


(4) Improvements or alterations to leased 
properties — Subject to subsection (5), “capital 
cost” for the purposes of paragraph 1100(1)(b) in- 
cludes any amount expended by a taxpayer for or in 
respect of an improvement or alteration to a leased 
property. 

Selected Cases [Reg. 1102(4)]: Hickman Motors Ltd. v. R., 
[1998] 1 C.T.C. 213 (SCC) (Property retains depreciable character 


in hands of transferee on winding-up, if not used for other 
purposes). 


(5) Buildings on leased properties — Where 
the taxpayer has a leasehold interest in a property, a 
reference in Schedule II to a property that is a build- 
ing or other structure shall include a reference to that 
leasehold interest to the extent that that interest 


(a) was acquired by reason of the fact that the 
taxpayer 


(i) erected a building or structure on leased 
land, 


(ii) made an addition to a leased building or 
structure, or 


(iii) made alterations to a leased building or 
structure that substantially changed the nature 
of the property; or 


(b) was acquired after 1975 or, in the case of any 
property of Class 31 or 32, after November 18, 
1974, from a former lessee who had acquired it 
by reason of the fact that he or a lessee before 
him 
(i) erected a building or structure on leased 
land, 


(ii) made an addition to a leased building or 
structure, or 


(iii) made alterations to a leased building or 
structure that substantially changed the nature 
of the property. 
Related Provisions: Reg. 1102(4) — Improvements or altera- 
tions to leased property; Reg. 1102(5.1) — References to 
“building”. 
Interpretation Bulletins: IT-79R3: CCA — Buildings or other 
structures; IT-195R4: Rental property — CCA restrictions; IT-324: 
CCA — Emphyteutic lease; IT-367R3: Capital cost allowance — 
multiple-unit residential buildings; IT-464R: Leasehold interests. 


(5.1) Where a taxpayer has acquired’a property that 
would, if the property had been acquired by a person 
with whom the taxpayer was not dealing at arm’s 
length at the time the property was acquired by the 
taxpayer, be described in paragraph (5)(a) or (b) in 
respect of that person, a reference in Schedule II to a 
property that is a building or other structure shall, in 
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respect of the taxpayer, include a reference to that 


property. 
History: Subsec. 1102(5.1) added by P:C. 1994-139, subsec. 4(2), 
January 27, 1994, Canada Gazette, Part Il, February 9, 1994, appli- 
cable to property acquired ‘after December 23; 1991, other than 
property acquired by a taxpayer before: 1993 
(a) pursuant to an-agreement in writing entered into by the tax- 
payer before December 24, 1991, or 


(b) that was under construction by or on behalf of the Nes 
on December 23, 1991. 


(6) Leasehold interests acquired before 
1949 — For the purposes of paragraphs 2(a) and (b) 
of Schedule III, where an item of capital cost. has 
been incurred before the commencement of the tax- 
payer’s 1949 taxation year, there shall be added to 
the capital cost of each item the amount that has 
been allowed in respect thereof as depreciation under 
the Income War Tax Act and has been deducted from 
the original cost to arrive at the capital cost of the 
item. 


(7) River improvements — For the purposes of 
paragraph 1100(1)(f), capital cost includes an 
amount expended on river improvements by the tax- 
payer for the purpose of facilitating the removal of 
timber from a timber limit. 


(8) Electrical plant used for mining — Where 
the generating or distributing equipment and plant 
(including structures) of a producer or distributor of 
electrical energy were acquired for the purpose of 
providing power to a consumer for use by the con- 
sumer in the operation in Canada of a mine, ore mill, 
smelter, metal refinery or any combination thereof 
and at least 80 per cent of the producer’s or distribu- 
tor’s output of electrical energy 


(a) for his 1948, and 1949 taxation years, or 


(b) for his first two taxation years in bet! he 
sold power, 


whichever period is later, was sold’to. the consumer 
for that purpose, the property shall be included in 


(c) Class 10 in Schedule II if it is property ac- 


quired 
4) before 1988, or 
(11) before 1990 


(A) pursuant to an obligation in writing en- 
tered into by the taxpayer before June 18, 
1987, 


(B). that was under construction by or.on 
behalf of the taxpayer on June 18, 1987, or 


(C) that is machinery or equipment that is 
a fixed and integral part of the building, 
structure, plant facility or other property 
that was under construction. by or on be- 
half of the taxpayer on June 18, 1987, or 
(d) Class 41 in Schedule II in any other case, ex- 
cept where the property would otherwise be in- 
cluded’ in Class 43.1-in' Schedule IL and: the tax- 
payer has, by letter filed with the return of 
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income of the taxpayer filed with the Minister in 
accordance with section 150 of the Act for the 
taxation year in which the property was acquired, 
elected to include the property in Class 43.1. 


Related Provisions: Reg. 1102(9.1)— Acquisition before No- 


vember 8, 1969; Reg. 1102(9.2) — Acquisition not at arm’s length; 
Reg. 1103(4) — When election under para. (d) effective; Reg. 
1104(7) — Interpretation. ; 

History: That portion. of subsec..1102(8) following para. (b) and 
para. (d) amended by P.C. 1997-1033, subsecs. 2(1) and (2), July 


25,1997, Canada Gazette, Part 11, August 20,1997, applicable to 


property acquired after February 21, 1994 except that, where a tax- 
payer acquires the property after February 21, 1994 and before Au- 
gust 21, 1997, the taxpayer may file the election referred to in para. 
(d) by notifying the Minister of National Revenue in writing as re- 
quired in those paragraphs or before February 1998. 


That portion of subsec. 1102(8) following para. (b) substituted by 
P.C.-1989-2464, subsec. 3(1), December 14, 1989, Canada Gazette, 
Part Il; January 35 1990, applicable in respecti of property acquired 
after 1987; 


(9) Where a taxpayer has acquired generating or dis- 
tributing equipment and plant (including structures) 
for the purpose of providing power for his own con- 
sumption in operating a mine, ore mill, smelter, 
metal refinery or any combination thereof and at 
least 80 per cent of the eee oA electrical energy - 
was so used 


(a) in his’ 1948 and 1949 taxation years, or 


(b) in the first two taxation years in which he so 
produced ‘power, 


whichever period is the later, the property shall be 
included in 7 | : 
(c) Class 10 in Schedule II if it is property ac- 
quired 
(i) before 1988, or 
(ii) before 1990 


(A) pursuant to an obligation in nth en- 
tered into by the: taxpayer before Leek 18, 
1987, 


(B) that was under construction by or on 
behalf of the taxpayer on June 18, 1987, or 


(C) that is machinery or equipment. that is 
_a fixed and integral part of a building, 
structure, plant facility or other property 
that .was. under construction, by or on_be- 
half of the taxpayer on June 18, 1987, or 


(d) Class 41 in Schedule I in any other case, ex- 
cept where the property would otherwise be in- 
cluded in Class 43.1 in Schedule II and the tax- 
payer has, by. a-letter: filed with the return. of 
income of the taxpayer filed with the Minister in 
accordance with section 150 of the Act for the 
taxation year in which the property was acquired, 
» elected. to include the property in: Class 43.1: 
Related Provisions: Reg. 1102(9.1) — Acquisition before: No- 
vember,8, 1969; Reg. 1102(9,2) — Acquisition not at arm’s length; 


Reg. 1103(4) — When election ysis eae (¢) effective: ae 
1104(7) —‘Interpretation. — 


History: Para. 1102(9)(d) amended by’ P.C. 1997-1033, subsec. 
2(3), July 25, 1997, Canada Gazette, Part 1, August ‘20, 1997, ap- 
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plicable ‘to’ property acquired after February 21, 1994 except that, 
where a taxpayer acquires the property after February 21,1994 and 
before August 21, 1997, the taxpayer may file the election referred 
to in para. (d) by notifying the Minister of National Revenue in 
writing as required in those paragraphs or before February 1998. 
That portion of subsec. 1102(9) following para. (b) substituted by 
P.C. 1989, subsec. 3(2), December 14, 1989, Canada Gazette, Part 
II, January 3, 1990, applicable in respect of property acquired after 
1987. 


(9.1) In their application to generating or distributing 
equipment and plant (including structures) that were 
acquired by the taxpayer before November 8, 1969, 
subsections (8) and (9) shall be read without refer- 
ence to a “metal refinery”. 


(9.2) Where a taxpayer acquires property after No- 
vember 7, 1969 from a person with whom he was 
not dealing at arm’s length that is property referred 
to in subsection (8) or (9), notwithstanding those 
subsections, that property shall not be included in 
Class 10 in Schedule II by the taxpayer unless the 
property had been included in that class by the per- 
son from whom it was acquired, by virtue of subsec- 
tion (8) or (9) as it read in its application before No- 
vember 8, 1969. 


(10) Railway companies — For the purposes of 
section 36 of the Act, where a taxpayer is deemed to 
have acquired depreciable property of a prescribed 
class at the time a repair, replacement, alteration or 
renovation expenditure described therein’ was in- 
curred, 


(a) if the expenditure was incurred by the tax- 
payer before May 26, 1976, the class hereby pre- 
scribed is Class 4 in Schedule II; and 


(b) if the expenditure was incurred by the tax- 
payer after May 25, 1976, the class hereby pre- 
scribed is the class in Schedule I in which the 
depreciable property that was repaired, replaced, 
altered or renovated would be included if such 
property had been acquired at the time the expen- 
diture was incurred. 


(11) Passenger automobiles — In paragraph 
(1)(h), | 


“cost to the taxpayer” of an automobile means, ex- 
cept as provided in subsections (12) and £15), 


(a) except in any case coming under paragraph 
(b) or (c), the capital cost to the taxpayer of the 
automobile, 


(b) except in any case coming under paragraph 
(c), where the automobile was acquired by a per- 
son (in this section referred to as the “original 
owner”) after June 13, 1963, and has, by one or 
more transactions between persons not dealing at 
arm’s length, become vested in the taxpayer, the 
greater of . 


(i) the actual cost to the taxpayer, and 


(ii) the actual cost to the original owner, and 
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(c) where the automobile was acquired by the 
taxpayer outside Canada for use in connection 
with a permanent establishment, as defined for 
the purposes of Part IV or Part XXVI, outside 
Canada, the lesser of 


(i) the actual cost to the taxpayer, and 


(ii) the amount that such an automobile would 
ordinarily cost the taxpayer if he purchased it 
from a dealer in automobiles in Canada for 
use in Canada; 


“initial transportation charges” in respect of an 
automobile means the costs incurred by a,dealer in 
automobiles for transporting the automobile (before 
it had been used for any purpose whatever) from, 


(a) in the case of an automobile manufactured in 
Canada, the manufacturer’s plant, and 


(b) in any other case, to the place in Canada, if 
any, at which the automobile was received or 
stored by a wholesale distributor, 


to the dealer’s place of business; 


“passenger automobile” means a vehicle, other 
than an ambulance or hearse, that was designed to 
carry not more than nine persons, and that is 


~ (a) an automobile designed primarily for carrying 
persons on highways and streets except an auto- 
mobile that 


(i) is designed to accommodate and is 
equipped with auxiliary folding seats installed 
between the front and the rear seats, 


(ii) was acquired by a person carrying on the 
business of operating a taxi or automobile 
rental service, or arranging and managing fu- 
nerals, for use in such business, and 


(iii) is not a vehicle described in paragraph 
(b), or 


(b) a station wagon or substantially similar 
vehicle; 


“retail sales tax” in respect of an automobile means 
the aggregate of municipal and provincial retail sales 
taxes payable in respect of the purchase of the auto- 
mobile by the taxpayer. 


(12) [Pre-1966 automobile] — For the purposes 
of paragraph (1)(h), where an automobile is owned 
by two or more persons or by partners, a reference to 
“cost to the taxpayer” shall be deemed to be a refer- 


ence to the aggregate of the cost, as defined in sub- 


section (11), to each such person or partner, 


(13) [Pre-1966 automobile] — In determining 
cost to a taxpayer for the purposes of paragraph 
(1)(h), subsection 13(7) of the Act shall not apply 
unless the automobile was acquired by gift. 


(14) Property acquired = by transfer, 
amalgamation or winding-up — For the pur- 
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poses of this Part and Schedule II, where-a upRoperty 
is acquired by a taxpayer 


(a) in the course of a reorganization in bia of 
which, if a dividend were received by a corpora- 
tion in the course of the reorganization, subsec- 
tion 55(2) of the Act would not be applicable to 
the dividend by reason of the application of para- 
graph 55(3)(b) of the Act, or 


(b), (c) [Revoked] 


(d) from a person with whom the taxpayer was 
not dealing at arm’s length (otherwise than by 
virtue of a right referred to in paragraph 
-251(5)(b) of the Act) at the time the property was 
acquired, and 


(e) [Revoked] 


the property, immediately before it was so acquired 
by the taxpayer, was property of a prescribed class or 
a separate prescribed class of the person from whom 
it was so acquired, the property shall be deemed to 
be property of that same prescribed class or separate 
prescribed class, as the case may be, of the taxpayer. 
Related Provisions: Reg. 1100(2.21)(a); Reg. 1102(20) — Non- 
arm’s length exception. Be 
History: Para. 1102(14)¢a) substituted for paras. (a) to (c) by P.C. 
1989-2464, subsec. 3(3), December 14, 1989, Canada Gazette, Part 
II, January 3, 1990, applicable in respect of property acquired by a 
taxpayer after June 17, 1987 other than property acquired after that 
date and before 1990 pursuant to an agreement in writing entered 
into by the taxpayer before June 18, 1987. 

Para. 1102(14)(d) substituted by subsec. 3(4) of the said P.C. 1989- 
2464, applicable in respect of property acquired by.a taxpayer after 
December 15, 1987 other than property acquired after that date and 
before 1990 pursuant to an obligation in writing entered into by the 
taxpayer before. December 16, 1987. 


Para. 1102(14)(e) revoked by Subsec. 3(5) of the said P.C. 1989- 
2464, applicable in respect of property acquired by a taxpayer after 
August 31, 1987 other than property acquired after that. date and 
before 1990 pursuant to an obligation in writing entered into by the 
taxpayer before September 1, 1987. 


Para. 1102(14)(a) substituted by P.C. 1988-1473, s. 3, July 21, 
1988, Canada Gazette, Part Il, August 3, 1988, applicable to taxa- 
tion years commencing after 1984. 


Para. 1102(14)(a.1) added by P.C. 1984-3789, s. 7, November 29, 
1984, Canada Gazette, Part Il, December 12. 1984, applicable with 
respect to: property.acquired after November 12, 1981. 
interpretation Bulletins: IT-!47R3: CCA — Accelerated write- 
off of manufacturing and processing machinery and equipment; FT- 
267R2: CCA — vessels; IT-481: Timber resource property and tim- 
ber limits: IT-488R2: Winding-up of 90%-owned taxable-Canadian 
corporations. 


(14.1) [Change in class] — For the purposes of 
this Part and Schedule II, where a taxpayer has ac- 
quired, after May 25, 1976, property of a class in 
Schedule II (in this subsection referred to as the 
“present class”) that had been previously owned 
before May 26, 1976 by the taxpayer or by a person 
with whom the taxpayer was not dealing at arm’s 
length (otherwise than by virtue of a right referred to 
in paragraph 251(5)(b) of the Act) at the time the 
property was acquired, and at the time the property 
was previously so owned it was a property of a dif- 
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ferent class in Schedule II (in this subsection referred 
to as the “former class”), the property shall be 
deemed to be property of the former class and not 
property of the present class. 


Related Provisions: Reg. 1100(2.21)(a). 


History: Subsec, 1102(14.1) substituted by P.C. 1989- 2464, sub- 
sec, 3(6), December 14, 1989, Canada Gazette, Part If, January 3, 
1990, applicable in respect of property acquired by a taxpayer after 
December 15, 1987 other than property acquired after that date and 
before 1990 pursuant to an obligation in writing entered into by. the 
taxpayer before December 16, 1987. 


Interpretation Bulletins: IT-147R3: CCA — Accra write- 
off of manufacturing and processing machinery and equipment; IT- 
267R2: CCA — vessels. — 
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2 “Allocation o Deductions to 
“Adjusted Resource Profits” 


Every amount that is deducted in compuine a taxpayer sin 
for a taxation year will also be required to be deducted in ¢ 
ing the taxpayer's “resource profits” and “adjusted resource 
its” for the year unless there is an exemption provided. — 


ni nis ceenly, require he ae 
sand ¢ oS Fesource poe . 


OF SeTVICGS frovided to the taxpayer. a 
S ed paragraph 7204(1. IC) and new cous 
‘of the Reeulations. a 
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(15) Manufacturing and processing enter- 
prises — For the purposes of subsection 13(10) of 
the Act, 


(a) property is hereby prescribed that is 


(i) a building included in Class 3 or 6 in 
Schedule II, or 


(11) machinery or equipment included in Class 
8 in Schedule II, 


except 


(i11) property that may reasonably be regarded 
as having been acquired for the purpose of 
producing coal from a coal mine or oil, gas, 
metals or industrial minerals from a resource 
referred to in section 1201 as it read immedi- 
ately before it was repealed by section 2 of 
Order in Council P.C. 1975-1323 of June 12, 
1975, or 


(iv) property acquired for use outside Canada; 
and 


(b) a business carried on by the taxpayer is 
hereby prescribed as a manufacturing or process- 
ing business if, 


(i) for the fiscal period in which the property 
was acquired, or 


(11) for the fiscal period in which a reasonable 
volume of business was first carried on, 
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whichever was later, the revenue received by the 
taxpayer, in the course of carrying on the busi- 
ness from 


(i11) the sale of goods processed or manufac- 
tured by the taxpayer in Canada, 


(iv) the leasing or renting of goods that were 
processed or manufactured by the taxpayer in 
Canada, 


(v) advertisements in a newspaper or maga- 
zine that was produced by the taxpayer in 
Canada, and 


(vi) construction carried on by the taxpayer in 
Canada, 


was not less than 7/3 of the revenue of the business 
for the period. 


Related Provisions: Reg. 1102(16) — Meaning of “revenue”. 


(16) For the purposes of paragraph (15)(b), “reve- 
nue” means gross revenue minus the aggregate of 


(a) amounts that were paid or credited in the pe- 
riod, to customers of the business, in relation to 
such revenue as a bonus, rebate or discount or for. 
returned or damaged goods; and 


(b) amounts included therein by virtue of section 
13 or subsection 23(1) of the Act. 


(17) Recreational property — Property referred 
to in paragraph (1)(f) does not include 


(a) any property that the taxpayer was obligated 
to acquire under the terms of an agreement in 
writing entered into before November 13, 1974; 
or 


(b) any property the construction of which was 


(1) commenced by the taxpayer before No- 
vember 13, 1974 or commenced under an 
agreement in writing entered into by the tax- 
payer before November 13, 1974, and 


(11) completed substantially according to plans 
and specifications agreed to by the taxpayer 
before November 13, 1974. 


Interpretation Bulletins: IT-148R3: Recreational properties and 
club dues. 


(18) Townsite costs — For the purposes of this 
Part and Schedule [I, where under the terms of a 
contract a taxpayer is required to make a payment to 
Her Majesty in right of Canada, to a province or to a 
Canadian municipality in respect of costs incurred or 
to be incurred by the recipient to acquire property 
that would qualify as property described in para- 
graph (1) of Class 10 in Schedule II if it had been 
acquired by the taxpayer, the taxpayer shall be 
deemed to have acquired property described in that 
paragraph 


(a) at a capital cost equal to the portion of the 
payment that can reasonably be regarded as being 
in respect of such costs; and 
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(b) at the time the payment is made or the time at 
which the costs are incurred, whichever is the 


1978, Canada Gazette, Part I, June 28, 1978, applicable in respect 
of amounts paid after 1976 to Her Majesty in right of Canada, to a 
province or to a Canadian municipality. 


(19) Additions and alterations — For the pur- 
poses of this Part and Schedule I, where _ 
(a) a taxpayer acquired a property that is included 
in a class in Schedule II (in this subsection. re- 
ferred to as. the “actual class’’), 


(b) the taxpayer acquires property that 1s an addi- 
tion or alteration to the property referred to in 
paragraph (a), 
(c) the property that is the addition or alteration 
referred to in paragraph (b) would have been 
property of the actual class if it had been acquired 
by the taxpayer at the time he acquired the prop- 
erty referred to in paragraph (a), and 
(d) the property referred to in paragraph (a) 
would have been property of a class in Schedule 
II Gin this subsection referred to as the “present 
class’) that is different from the actual class if it 
had been acquired by the taxpayer at the time he 
acquired the addition or alteration referred to in 
paragraph (b), | 
the addition or alteration referred to in paragraph (b) 
shall, except as otherwise provided in this Part or in 
Schedule II, be deemed to be an acquisition by the 
taxpayer of property of the present class. 
History: Subsec. 1102(19) added by P.C. 1978-3768, s. 1, Decem- 
ber 14, 1978; Canada Gazette, Part Il, December 27, 1978. 
Interpretation Bulletins: IT-79R3: CCA — Buildings or other 
structures. é; 


(20) Non-arm’s length exception — For the pur- 
poses of subsections 1100(2.2) and (19), 1101(1ad) 
and 1102(14) (in this subsection referred to .as the 
“relevant subsections”), where, but for this subsec- 
tion, a taxpayer would be considered to be dealing 
not at arm’s length with another person. as a result of 
a transaction or series of transactions the principal 
purpose of which may reasonably be considered to 
have been to cause one or more of the relevant sub- 
sections to apply in respect of the acquisition of a 
property, the taxpayer shall be considered to be deal- 
ing at arm’s length with the other person in respect 
of the acquisition of that property. 

History: Subsec. 1102(20) added by P.C. 1989-2464, subsec. 3(7), 
December 14, 1989, Canada Gazette, Part II, January 3, 1990, ap- 
plicable in respect of property acquired by a taxpayer after Decem- 
ber 15, 1987-other than property acquired after that date and before 
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1990 purstiant to an obligation in’ writing entered into by the tax- 
payer before December 16, 1987. 


Interpretation Bulletins: IT-267R2: CCA — vessels; IT-474R: 
Amalgamations of Canadian corporations; IT-488R2: Winding-up 
of 90%-owned taxable Canadian. corporations, 


Division IV — Inclusions In and 
Transfers Between Classes 


1103. (1) Elections to include properties in 
Class 1—JIn respect of properties otherwise. in- 
cluded in Classes 2 to 10, 11 and 12 in Schedule II, a 
taxpayer may elect to include in Class 1 in Schedule 
IL all such properties acquired for the purpose of 
gaining or producing income from the same 
business. . 

Related Provisions: ITA 220(3.2), Reg. 600(d) — Late filing of 


election or revocation; Reg. 1103(3)-(5) — How election made and 
when effective. 

History: Subsec, 1103(1) amended by P.C.'1991-2272, s. 3, No- 
vember 21, 1991, Canada Gazette, Part Il, December 4, 1991, ap- 
plicable to taxation years and fiscal periods commencing after June 
17, 1987 that-end after 1987. ' 

Interpretation Bulletins: IT-274R: Rental properties — capital 
cost of $50,000 or more. 
Information Circulars: 92-1: 
amended or revoked elections. 


Guidelines for accepting late, 


(2) Elections to include properties in Class 2, 
4 or 17 — Where the chief depreciable properties of 
a taxpayer are included in Class 2, 4 or 17 in Sched- 
ule II, the taxpayer may elect to include in Class 2, 4 
or 17 in Schedule I, as the case may be, a property 
that would otherwise be included in another class in 
Schedule II and that was acquired by him before 
May 26, 1976 for the purpose of gaining or produc- 
ing income from the same business as that for which 
those properties otherwise included in the said Class 
2, 4 or 17 were acquired. 

Related Provisions: ITA 220(3.2), Reg. 600(d) — Late filing of 
election or revocation; Reg. 1103(3)-(5) — How election made and 
when effective. 

Information Circulars: 92-1: Guidelines for accepting late, 
amended or revoked elections. 
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(2a) Elections to include properties in Class 
8 — In respect of properties otherwise included in 
Class 19 or 21 in Schedule II, a taxpayer may, by 
letter attached to the return of his income for a taxa- 
tion year filed with the Minister in accordance with 
section 150 of the Act, elect to include in Class 8 in 
Schedule II all properties of the said Class 19 or all 
properties of the said Class 21, as the case may be, 
owned by him at the commencement of the year. 
Related Provisions: Reg. 1103(3)-(5) — How election made and 
when.-effective. 


(2b) Elections to include properties in Class 
37 — In respect of properties that would have been 
included in Class 37 in Schedule II had they been 
acquired after the date on which Class 37 became ef- 
fective, a taxpayer may, by letter attached to the re- 
turn of his income for a taxation year filed with the 
Minister in accordance with section 150 of the Act, 
elect to include in Class 37 all such properties ac- 
quired by the taxpayer before that date. 


Related Provisions: Reg. 1103(3)-(5) — How election made and 
when effective. 


History: Subsec. 1103(2b) added by P.C. 1982-599, s. 3, February 
25, 1982, Canada Gazette, Part If, March 10; 1982. 


(2c) Elections to make certain transfers — 
Where a taxpayer has acquired, after May 25, 1976, 
all or any part of a property of a class in Schedule II 
(in this subsection referred to as the “present class’’) 
and the property or part thereof, if it had been ac- 
quired before May 26, 1976, would have been prop- 
erty of a different class in Schedule II (in this sub- 
section referred to as the “former class’) and 


(a) he was obligated to acquire the property under 
the terms of an agreement in writing entered into 
before May 26, 1976, 


(b) he commenced the construction, manufacture 
or production of the property before May 26, 
1976 or the construction, manufacture or produc- 
tion of the property was commenced under an 
agreement in writing entered into by him before 
May 26, 1976, or 


(c) he acquired the property on or before Decem- 
ber 31, 1976 or he was obligated to acquire the 
property under the terms of an agreement in writ- 
ing entered into on or before December 31, 1976, 
if 
(i) arrangements, evidenced by writing, re- 
specting the acquisition, construction, manu- 
facture or production of the property had been 
substantially advanced before May 26, 1976, 
and 


(ii) he had, before May 26, 1976, demon- 
strated a bona fide intention to acquire the 
property, 
the taxpayer may, by letter attached to the return of 
his income filed with the Minister in accordance 
with section 150 of the Act, for the taxation year in 
which the property was acquired or for the immedi- 
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ately following taxation year, elect to transfer in the 
year of acquisition 


(d) the property or the part thereof, acquired after 
May. 25, 1976, from the present class to the for- 
mer class; or 


(e) the part of the property acquired before May 
26, 1976, from the former class to the present 
class. 


Related Provisions: Reg. | 103(3)-(5) — How election made and 
when effective. 


(2d) Where a taxpayer has 


(a) disposed of a property (in this subsection re- 
ferred to as the “former property”) of a class in 
Schedule II (in this subsection referred to as the 
“former class”), and 


(b) before the end of the taxation year in which 
the former property was disposed of, acquired 
property (in this subsection referred to as the 
“new property”) of a class in Schedule II (in this 
subsection referred to as the “present class’) and 
the present class is neither 


(i) the former class, nor 


(i1) a separate class described in section 1101, - 
other than subsection 1101(5d), 


such that 


(c) if the former property had been acquired at 
the time that the new property was acquired and 
from the person from whom the new property 
was acquired, the former property would have 
been included in the present class, and 


(d) if the new property had been acquired at the 
time that the former property was acquired and 
from the person from whom the former property 
was acquired, the new property would have been 
included in the former class, 


the taxpayer may, by letter attached to the return of 
income of the taxpayer filed with the Minister in ac- 
cordance with section 150 of the Act in respect of 
the taxation year in which the former. property was 
disposed of, elect to transfer the former. property 
from the former class to the present class in the: year 
of its disposition and, for greater certainty, the trans- 
fer shall be considered to have been made before the 
disposition of the property. 

Related Provisions: ITA 220(3.2), Reg. 600(d) — Late filing of 
election or revocation; Reg. 1103(3)—(5) — How election made and 
when effective. 

Interpretation Bulletins: IT-147R3: CCA — Accelerated write- 
off of manufacturing and processing machinery and aaa IT- 
469R: CCA — Earth-moving equipment. 


Information Circulars: 92-1: 
amended or revoked elections. 


Guidelines for accepting late, 


(2e) Transfers from Class 40 to Class 10 — 
For the purposes of this Part and Schedule II, where 
property of a taxpayer would otherwise be included 
in Class 40 in Schedule II, all such properties owned 
by the taxpayer shall be transferred from Class 40 to 
Class 10 immediately after the commencement of 
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the first taxation year of the taxpayer commencing 
after 1989. 


Related Provisions: Reg. 1103(3)-(5) — How election made,and 
when effective. | 


Interpretation Bulletins: IT-147R3: CCA — Accelerated write- 
off of manufacturing and processing machinery and equipment; IT- 
283R2: CCA — Videotapes, videotape cassettes, films, computer 
software and master recording media. . 


(2f) Elections to include properties in Class 
1, 3.0or 6 —In-respect of properties otherwise in- 
cluded in Class 20 in Schedule II, a taxpayer may, by 
letter attached to the return of income of the taxpayer 
for a taxation year filed with the Minister in accor- 
dance with section 150 of the Act, elect to include in 
Class 1, 3 or 6.in Schedule II, as specified in. the let- 
ter, all: properties: of Class 20 in Schedule Il owned 
by the taxpayer at the commencement of the year. 

Related Provisions: ITA 220(3.2) — Late, amended or revoked 


elections; Reg. 1103(3)-(5) — How election made and when 
effective. 


(2g) Transfers to Class 8 or Class 10 — For the 
purposes of this Part and Schedule II, where one or 
more properties of a taxpayer are included in a sepa- 
rate class pursuant to an election filed by the tax- 


payer in accordance with subsection 1101(5q), all | 


the properties included in that class immediately af- 
ter the beginning of the taxpayer’s fifth taxation year 
beginning after the end of the first taxation year in 
which a property of the class became available for 
use by the’ taxpayer for the purposes of subsection 
13(26) of the Act shall be transferred immediately 
after the beginning of that fifth taxation year from 
the separate class to the class in which the property 
would, but for the election, have been included. 


Related Provisions: Reg. 1103(3)—(5) — How election made and 
when effective. 


(2h) Elections not to include properties in 
Class 44—.A taxpayer may, by letter attached to 
the taxpayer’s return of income filed with the Minis- 
ter-in accordance with section 150 of the Act for the 
taxation year in.which a property was acquired, elect 
not to include the property in Class 44 in Schedule 
aT 


Related Provisions: Reg. 1103(3)-(5) — How election made and 
when effective. 


History: Subsecs. 1103(2g), (2h), added. by P.C, 1994-231, s. 3, 
February 10, 1994, Canada Gazette, Part II, February 23, 1994, ap- 
plicable to property acquired after April 26, 1993; an election re- 
ferred to in subsec. 1103(2h) is deemed to have been made in accor- 
dance with the subsec. if it is made by notifying the Minister of 
National Revenue in writing before the end of August 1994. 


Subpara. 1103(2d)(b)Gi) amended by. P.C. 1991-465, s. 3, March 
14, 1991, Canada Gazette, Part Il, March 27, 1991, applicable after 
April 26, 1989. 


Subsec. 1103(2d) substituted, (2e), (2f) added, by P.C. 1989-2464, 
s. 4, December 14, 1989, Canada Gazette, Part Il, January 3, 1990, 
(2d) applicable in respect of dispositions of property occurring after 
1987, except that any election under the subsec. made before July 3, 
1990, shall be deemed to be a valid election; (2e) applicable to 1990 
et seq.; (2f) applicable to 1988 et seq. 
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Paras. 1103(2d)(b), (c)and (d) substituted by P.C. 1983-1083,)s. 3, 


April 14, 1983, Canada Gazette, Part II, April 27, 1983, applicable 
in respect of property (other than property described in Class 31 of 
Schedule IT or paragraph (n) of Class 12 of that schedule) acquired 
or disposed of after. November 12, 1981, property described in the 
said Class 31 aequired or- disposed of after 1981 and property de- 
scribed in paragraph (n) of the said Class 12 acquired or disposed of 
after 1982. 


(3) Election rules — To.be effective in respect of 
a taxation year, an election under this section must 
be made not later than the last day on which the tax- 
payer may file a return of his income for the taxation 
year in accordance with section 150 of the Act. 


(4) An election under paragraph 1102(8)(d) or (9)(d) 
or this section shall be effective from the first day of 
the taxation year in respect.of which the election is 


made and shall continue to. be effective for all subse- 


quent taxation years. 


(5) An election under subsection (1) or (2) shall be 
made by registered letter addressed to the District 
Office at which the taxpayer customarily files the re- 
turns required by section 150 of the Act. 


History: Suinsec. 1103(4) amended by P.C, 1997-1033, \s. 3, July 
25, 1997, Canada Gazette, Part II, August 20, 1997, applicable after 
February 21, 1994. 


interpretation Bulletins [Reg. 1103]: IT-190R2: CCA — trans- 
ferred and misclassified, property; IT-327: Elections under Regula- 
tion 1103; IT-478R: CCA — Recapture and terminal loss. 


Division V — Interpretation 


1104. (1) Definitions — Where the taxpayer is an 
individual and his income for the taxation year in- 
cludes income from a business the fiscal period of 
which does not coincide with the calendar year, in 
respect of the depreciable properties acquired for the 
purpose of gaining or producing income from the 
business, a reference in this Part to 


“end of the taxation year” shall be deemed to be a 
reference to the end of the fiscal period of the busi- 
ness; and 


“taxation year” shall be deemed to be a reference to 
the fiscal period of the business. 


Interpretation Bulletins: IT-172R: CCA — Taxation year of 
individuals. 


(2) In this Part and Schedule II, 


“certified feature film’ means a motion picture 
film certified by the Minister of Communications to 
be a film of not less than 75 minutes running time in 
respect of which all photography or art work specifi- 
cally required for the production thereof and all film 
editing therefor were commenced. after November 
18, 1974, and either the film was completed before 
May 26, 1976, or the photography or art work was 
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commenced before May 26, 1976, and certified by 
him to be 


(a) a film the production of which is contem- 
plated in a coproduction agreement entered into 
between Canada and another country, or 


(b) a film in respect of which 


(i) the person who performed the duties of 
producer was a Canadian, = 


(ii) no fewer than 7; in number of all the per- 
sons each of whom | 


(A) was a person who performed the duties 
of director, screenwriter, music composer, 
art director, picture editor or director of 
photography, or 


(B) was the individual in respect of whose 
services as an actor or actress in respect of 
the film the highest remuneration or the 
second highest remuneration was paid or 
payable, 


were Canadians, 


(111) not less than 75 per cent of the aggregate 
of the remuneration paid or payable to persons 
for services provided in respect of the film 
(other than remuneration paid or payable to or 
in respect of the persons referred to in subpar- 
agraphs (i) and (ii) or remuneration paid or 
payable for processing and final preparation 
of the film) was paid or payable to Canadians, 


(iv) not less than 75 per cent of the aggregate 
of costs incurred for processing and final 
preparation of the film including laboratory 
work, sound recording, sound editing and pic- 
ture editing (other than remuneration paid or 
payable to or in respect of persons referred to 


in subparagraphs (i), (ii) and (ili)), was in-— 
curred in respect of services rendered in Can- | 


ada, and 


(v) the copyright protecting its use in Canada 
is beneficially owned 


(A) by a person who is either a Canadian 
or a corporation incorporated under the 
laws of Canada or a province, or 


(B) jointly or otherwise by two or more 
persons described in clause (A), 
other than a film | | 
(c) acquired after the day that is the earlier of - 
(1) the day of its first commercial use, and 
(11) 12 months after the day the principal pho- 
tography thereof is completed, or 


(d) in respect of which certification under this 
definition has been revoked by the Minister of 
Communications as provided in’ paragraph 
(10)(b); 

Related Provisions: ITA 127.52(1)(c) — Add-back of CCA on 


film properties for minimum tax purposes; Reg. 1104(10) — 
Interpretation. 
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History: All that portion of the definition of “‘certifted feature film” 
in subsec. 1104(2) preceding para. (a), and para. (d) substituted by 
P.C. 1980-3374, s. 2, December 11, 1980, Canada Gazette, fn Il, 
December 24, 1980. 


All that portion of the definition of “certified feature film” in sub- 
sec. 1104(2) following cl. (v)(B) substituted by P.C:°1978-3731, 
subsec: 2(1), December 14, 1978, Canada Gazette, Part Il, Decem- 
ber 27, 1978, applicable in respect of property acquired after 1978. 


1995, c. 11: S. 46 of 1995, c. 11, in force July 12, 1996, provides 
as follows:, 4 


46, Other references — Every reference whsde to the Minis- 
ter of Communications, the Minister of Multiculturalism and 
Citizenship and the Secretary of State of Canada in relation to 
any matter to which the powers, duties and functions of the 
Minister of Canadian Heritage extend by virtue of this Act, in 
any other Act of Parliament or in any order, regulation or 
other instrument made under any Act of Parliament shall, un- 
less the context otherwise requires; be read as a reference to 
. the Minister of Canadian Heritage. 


“certified production’, in respect of a particular 
taxation year, means a motion picture film or video 
tape certified by the Minister of Communications to 
be a film or tape in respect.of which all photography, 
taping or.art work required specifically for the. pro- 
duction thereof and all film or tape editing therefor 
were commenced after May 25, 1976, certified by - 
him to be a film or tape in respect.of which .the prin- 
cipal photography or taping thereof was. commenced 
before the end of the particular taxation year or was 
completed no later than 60 days after the end of that 
year and certified by him to be 


(a) a film or tape the production of which is con- 
templated in a-coproduction agreement entered 
into between Canada and another country, or 


(b) a film or tape in respect of which 


(i) the individual who performed the duties of 
producer was a Canadian, 


(ii) the Minister of Communications has allot- 
ted not less than an aggregate of six units of 
production, not less than two of which “were 
allotted by virtue of clause (A) or (B) and not 
less than one of which was allotted -by virtue 
of clause'(C) or (D), for individuals who pro- 
vided services in respect of the film or tape, in 
the following manner: 


(A) for the director, 
production, 


(B) for the screenwriter, two units of 
production, : 


two -units® of 


(C) for the actor or actress in respect. of 
whose services for the film or tape the 
highest remuneration was paid or payable 
(unless in the opinion of the Minister of 
Communications the individual did not 
perform a major role in the film or tape), 
one unit of production, 


(D) for the actor or actress in respect of 
whose services for the film or tape the sec- 
ond highest remuneration was paid or pay- 
able (unless in the opinion of the Minister 
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of Communications the individual did not 
perform a major role in the film or tape), 
one unit of production, ; 


(E) for the art director, one unit of 
production, 


(F) for the director of photography, one 
unit of production, 


(G). for the music composer, one unit of 
production, and : 


(H) for the picture editor, one unit of 
- production, 


shall be allotted; provided the individual in re- 
spect of such allotment was a Canadian, 


(iii) not less than 75 per cent of the aggregate 
of all costs (other than costs determined by 
teference to the amount of income from the 
film or tape) paid or payable to persons for 
services: provided in‘respect of producing the 
film. or tape (other than remuneration paid or 
payable to, or in respect. of, individuals re- 
ferred to in subparagraph (i) or (ii), costs re- 
ferred to in subparagraph (iv) incurred for 
processing and final preparation of the film or 
tape, and amounts paid or payable in respect 
of insurance, financing, brokerage, legal and 
accounting fees and similar amounts) was 
paid or payable to, or in respect of services 
provided by, Canadians, and 


(iv) not less than 75 per cent of the aggregate 
of all costs (other..than costs determined. by 
reference to, the amount. of income. from the 
film or tape) incurred for processing and final 
preparation of the film or tape, including labo- 

_ratory work, sound. re-recording, sound edit- 
ing and picture editing (other than remunera- 
tion paid or payable to, or in respect. of, 
individuals referred to in subparagraph (i). or 
(ii)) was incurred in respect of services pro- 
vided in Canada, 


other than a film or tape 
 (c) acquired after the day that is the earlier of 
(i) the day of its first commercial use, and 


(ii) 12 months after the day the principal pho- 
tography or taping thereof is completed, 


(d) acquired by a taxpayer who has not paid in 
cash, as of the end of the particular taxation year, 
to the person from whom he acquired the film or 
tape, at least 5 per cent of the capital cost to the 


taxpayer of the film or tape as of the end of the. 


year, 


(e) acquired by a taxpayer who has issued in pay- 
ment or part payment thereof, a bond, debenture, 
bill, note, mortgage or similar obligation in re- 
spect of which an amount is not due until a time 
that is more than four years after the end of the 
taxation year in which the taxpayer acquired the 
film or tape, 
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(f) acquired from a non-resident, or 


(g) in respect of which certification under this 
definition has been revoked by the Minister of 
Communications as provided in paragraph 
(10)(b), 
and, for the purposes of the application of this defini- 
tion, 


(h) in respect of a film or tape acquired in 1987, 
other than a film or tape in respect of which para- 
graph (i) applies, the reference in this definition 
to “commenced before the end of the particular 
taxation year or was completed no later than 60 
days after the end of that year” shall be read as a 
reference to “commenced before the end of 1987 
or was completed before July, 1988”, and 


(i) in respect of a film or tape acquired in 1987 or 
1988 that is included in paragraph (n) of Class 12 
in Schedule II and that is part of a series of films 
or tapes that includes another property included 
in that paragraph, the reference in this definition 
to “commenced before the end of the particular 
taxation year or was completed no later than 60 
days after the end of that year” shall be read as a 
reference to “completed before 1989”; 


Related Provisions: ITA 127.52(1)(c) — Add-back of CCA on 
film properties for minimum tax purposes; Reg. 1104(10) — Inter- 
pretation; Reg. 7500 — “prescribed film production”. 


History: Para. (ce) of “certified production” in subsec. 1104(2) 
amended by P.C. 1994-1817, para. 62(b), November 1, 1994, Can- 
ada Gazette, Part Il, November 30, 1994. 


That portion between paras. (g) and (h), and paras. (h) and (i), of 
“certified production” added by P.C. 1988-2795, s. 3, December 22, 
1988, Canada Gazette, Part II, January 18, 1989, applicable after 
1986. 


Cls. (b)(1i)(C) and (D) of the definition “certified production” and 
subparas. (b)(iii) and (iv) substituted by P.C. 1986-477, subsecs. 
2(3), (4), February 27, 1986, Canada Gazette, Part Il, March 19, 
1986, applicable in respect of a motion picture film or video tape, 
the principal photography or taping of which commenced after 
1985. 


That portion of the definition “certified feature production” preced- 
ing para. (a) substituted by P.C. 1986-477, subsec. 2(2), February 
27, 1986, Canada Gazette,-Part 11, March 19, 1986, to inter alia 
change the definition from “certified feature production” to “certi- 
fied production”, applicable in respect of a motion picture film or 
video tape, the principal photography of which commenced: after 
1985. 


Para. (d) of the definition “certified feature production” substituted 
by P.C. 1984-1062, subsec. 1(1), March 29, 1984, Canada Gazette, 
Part II, April 18, 1984, applicable in respect of property acquired 
after 1982. 


All that portion of subpara. (b)(ii) of the definition “certified feature 
production” preceding cl. (A) substituted by P.C. 1981-3478, De- 
cember 10, 1981, Canada Gazette, Part II, December 23, 1981, ap- 
plicable in respect of a motion picture film or video tape, the princi- 
pal photography or taping of which commenced after 1981. 


All that portion of the definition “certified feature production” pre- 
ceding para. (a), subpara. (b)(i1) preceding cl. (A), and para. (g) sub- 
stituted by P.C. 1980-3374, s. 2, December 11, 1980, Canada Ga- 
zette, Part II, December 24, 1980. 

All those portions of the definition “certified feature production” 
preceding para, (a) and following subpara. (b)(iv) substituted by 
P.C. 1978-3731, subsecs. 2(2), (3), December 14, 1978, Canada 
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Gazette, Part II, December 27,,.1978, subsec. 2(2) effective in re- 
spect of 1978 ef seq., subsec. 2(3) eon in respect of property 
acquired after 1978. 


1993;°C. 4 tr 46 of 1995, c. 11, in force July 12, 1996, provides 
as follows: 


46. Other references — Every reference made to the Minis- 
ter of Communications, the Minister of Multiculturalism and 
Citizenship and the Secretary of State of Canada in relation to 
any matter to which the powers, duties and functions of the 
Minister of Canadian Heritage extend by virtue of this Act, in 
any other Act of Parliament or in any order, regulation or 
other instrument made under any Act of Parliament shall, un- 
less the context otherwise requires, be read as a reference to 
the Minister of Canadian Heritage. 


Interpretation Bulletins: IT-441: CCA — Certified feature pro- 
ductions and certified short productions. 


“certified short production” — [Revoked] 


History: Definition “certified short production” revoked by P.C. 
1986-477, subsec. 2(1), February 27, 1986, Canada Gazette, Part II, 
March 19, 1986, applicable in respect ofa motion picture film or 
video tape, the principal photography or taping of which com- 
menced after, 1985. 

Para. (d) of the definition “certified short production”.in subsec. 
1104(2) substituted by. P.C. 1984-1062, subsec. .1(2), March 29, 
1984, Canada Gazette, Part Il, April 18, 1984, applicable in respect 
of property acquired after 1982. , 


All that portion of the definition “certified short production” in sub- 
sec. 1104(2) preceding para. (a), and para. (g) substituted by P.C. 
1980-3374, s. 2, December 11, ay Canada Gazette, Part II, De- 
cember 24, 1980: 


All those portions of the definition “certified short production” pre- 
ceding para. (a) and following subpara. (b)(ii) substituted by P.C. 
1978-3731, subsecs. 2(4), (5), December 14, 1978, Canada Gazette, 
Part II, December 27, 1978, subsec. 2(4) effective in respect of 1978 
et seq., subsec. 2(5) applicable in respect of property acquired after 
1978. 
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“computer software’ includes systems software 
and a right or licence to use computer software; 
History: “Computer software” added by P.C: 1983-3411, subsec. 
1(1), November 3, 1983, Canada Gazette, Part Il, November 23, 
1983, effective May 26, 1976. 


Interpretation Bulletins: IT-283R2: CCA — Videotapes, video- 
tape cassettes, films, computer software and master recording 
media. 


“designated overburden removal cost” of a tax- 
payer means any cost incurred by him in respect of 
clearing or removing overburden from a mine in 
Canada owned or operated by him where the cost 


(a) was incurred after November .16, 1978 and 
before 1988, 


(b) was incurred after the mine came into produc- 
tion in reasonable commercial quantities, 


(c) as of the end of the taxation year in which the 
cost was incurred; has not been deducted by the 
taxpayer in computing his income, and 
(d) is not deductible, in whole or in part, by the 
taxpayer in computing his income for a taxation 
year subsequent to the taxation year in which the 
cost was incurred, other than by virtue of para- 
graph 20(1)(a) of the Act; 

History: Para. (a) substituted by P.C. 1990-2780, subsec. 1(1), De- 


cember 20, 1990, Canada Gazette, Part Il, January 16, 1991, appli- 
cable to 1988 ef seg. 


“Designated overburden removal cost” added by P.C. 1979-1487, s. 
3, May 17, 1979, Canada Gazette, Part Il, June 13, 1979, effective 
commencing November 17, 1978. 


“designated underground storage cost” of a tax- 
payer means any cost incurred by him after Decem- 
ber 11, 1979 in respect of developing a well, mine or 
other similar underground property for the storage in 
Canada of petroleum, natural gas or other related 
hydrocarbons; 

History: “Designated underground storage cost” added by P.C. 
1980-3279, s..1, December 4, 1980, Canada Gazette, Part II, De- 
cember 24, 1980. © eis 


“gas or oil well equipment” includes 


(a) equipment, structures and pipelines, other 
than a well casing, acquired to be used in a gas or 
oil field in the production. therefrom of natural 
gas or crude oil, and 


(b).a pipeline acquired to be used solely for trans- 
mitting gas to a natural gas processing plant, 


but does not include 


(c) equipment or structures acquired for the refin- 
ing of oil or the processing of natural gas includ- 
ing the separation therefrom of liquid hydrocar- 
bons, sulphur or other joint products or by- 
products, or 


(d) a pipeline for removal or for collection for 
immediate removal of natural gas or crude oil 
from a gas or oil field except a pipeline referred 
to in paragraph (b); 
Interpretation Bulletins: IT-476: CCA — Gas and oil explora- 
tion and production equipment. 
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“general-purpose electronic data processing 
equipment”. means electronic equipment that, in its 
operation, requires an internally stored computer 
program that 


(a) is executed by the equipment, 
(b) can be altered by the user of the equipment, 


(c) instructs. the equipment to read and select, al- 
ter or store data from an external medium such as 
a card, disk or tape, and 


(d) depends upon the characteristics of the data 
being processed to determine the ee of its 
execution; 


“ore” includes ore from a mineral resource that has 
been processed to any stage that is prior to the prime 
metal stage or its equivalent; 


“railway system” includes a railway owned or oper- 
ated by a common carrier, together with all build- 
ings, rolling stock, equipment and other properties 


pertaining thereto, but does not include a tramway; 


_ expens 


read without reference to paragraph @) Of that — 
: Canadi | 
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“systems software’? means a combination of com- 
puter programs and associated procedures, related 
technical documentation and data that - 


(a) performs compilation, assembly, mapping, 
management or processing of other programs, ° 


(b) facilitates the functioning of a computer sys- 
tem by other programs, . 


(c) provides service or utility functions such as 
media conversion, sorting, merging, system ac- 
counting, performance measurement, system di- 
agnostics or programming aids, 


(d) provides general support functions such, as 
data management, report generation or security 
control, or: 


(e) provides general capability to meet wide- 
spread categories of problem solving or process- 
ing requirements where the specific attributes of 
the work to be performed are introduced mainly 
in the form of parameters, constants . or 
descriptors: rather than in program fovic, 


and includes a right or licence to use such a combi- 


- nation of computer programs and associated: proce- 


dures, related technical documentation and data; 


History: All that portion of the definition “systems software” in 
subsec. 1104(2) following para, (d) substituted by P.C. 1983-3411, 
subsec. 1(2), November 3, 1983, Canada Gazette, Part II, Novem- 
ber 23, 1983, effective May 26, 1976. 


“tar sands ore”? means ore extracted from a deposit 
of bituminous sands or oil shales; 


History: “Tar sands ore” amended by P.C. 1998-49, subsec. 2(1), 
January 26, 1998, Canada Gazette, Part Il, February 4, 1998, appli- 
cable after March 6, 1996, 


“Tar sands ore” added iby P.C. 1985-465, February 14, 1985, sub- 
sec. 2(1), Canada Gazette, Part 1, March 6, 1985, applicable to tax- 
ation years commencing after November 12, 1981, except that for 
the purpose of that part of para. 1100(1)(w) preceding subpara. (1) 
thereof and that part of para. 1100(1)(x) preceding subpara. (i) 
thereof and for the purposes of wate the prescribed class in 
which depreciable property: is to be included, the definition is not 
applicable with respect to depreciable property acquired in taxation 
years commencing before November 13, 1981. 


“telegraph system” includes the buildings, struc- 
tures, general plant and communication and other 
equipment pertaining thereto; 
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“telephone system” includes the buildings, ‘struc- 
tures, general plant and communication and other 
equipment pertaining thereto; 


“television commercial message” means a com- 
mercial message as defined in the Television Broad- 
casting Regulations, 1987 made under the Broad- 
casting Act; 

History: The definition “television commercial message” amended 


by P.C. 1995-775, subsec. 2(2), May 16, 1995, Canada: Gazette, 
Part II, May 31, 1995, applicable after January 8, 1987. 


“tramway or trolley bus system” includes the 
buildings, structures, rolling stock, general plant and 
equipment pertaining thereto and where buses other 
than trolley buses are operated in connection there- 
with includes the properties pertaining to those bus 
operations. 


Related Provisions: Reg. 1100(20.1), (20.2) — Limitation on 
CCA claim for computer software tax shelter property. 


(3) Except as otherwise provided in subsection (6), 
in this Part and Schedules II and V, 


‘industrial mineral mine” includes a peat bog or 
deposit of peat but does not include a mineral 
resource; 


‘‘mineral’ includes peat; 
“mining” includes the harvesting of peat. 


(4) [Revoked] 


History: Subsec. 1104(4) revoked by P.C. 1979-2483, s. 3, Sep- 
tember 13, 1979, Canada Gazette, Part II, September 26, 1979, ap- 
plicable to 1978 et seq. 


(5) Mining — For the purposes of paragraphs 
1100(1)(w) to (ya), subsections 1101(4a) to (4d) and 
Classes 10, 28 and 41 of Schedule II, a taxpayer’s 
“income from a mine”, or any expression referring to 
a taxpayer’s income from a mine, includes income 
reasonably attributable to 


(a) the processing by the taxpayer of 


(i) ore (other than iron ore or tar sands ore) all 
or substantially all of which is from a mineral 
resource owned by the taxpayer to any stage 
that is not beyond the prime metal stage or its 
equivalent, 


(ii) iron ore all or substantially all of which is 
from a mineral resource owned by the tax- 
payer to any stage that is not beyond the pellet 
stage or its equivalent, 


(iii) tar sands ore all or substantially all of 
which is from a mineral resource owned by 
the taxpayer to any stage that is not beyond 
the crude oil stage or its equivalent, or 


(iv) material extracted by a well, all or sub- 
stantially all of which is from a deposit of bi- 
tuminous sands or oil shales owned by the 
taxpayer, to any stage that is not beyond the 
crude oil stage or its equivalent; 
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(b) the production by the taxpayer of material 
from a deposit of bituminous sands or oil shales; 
and 


(c) the transportation by the taxpayer of 


(i) output, other than iron ore or tar sands ore, 
from a mineral resource owned by the tax- 
payer that has been processed by him to any 
stage that is not beyond the prime metal stage 
or its equivalent, 


(ii) iron ore from a mineral resource owned by 
the taxpayer that has been processed by him to 
any stage that is not beyond the pellet stage or 
its equivalent, or 


(iii) tar sands ore from a mineral resource 
owned by the taxpayer that has been 
processed by him to-any stage that is not be- 
yond the crude oil stage or its equivalent, 


to the extent that such transportation is effected 
through the use of property of the taxpayer that is 
included in Class 10 in Schedule II because of 
paragraph (m) thereof or that would be so in- 
cluded if that paragraph were read without refer- 
ence to subparagraph (v) thereof and if Class 41 
in Schedule II were read without the reference 
therein to that paragraph. 


Related Provisions: Reg. 1104(2) — “Ore”; Reg. 1104(3) — 
“Mineral”, “mining”; Reg. 1104(6.1) — Income from a mine ex- 
cludes income from services. 


History: That portion of subsec. 1104(5) preceding subpara. (c)(i) 
amended by P.C. 1998-49, subsec. 2(2), January 26, 1998, Canada 
Gazette, Part II, February 4, 1998, applicable after March 6, 1996. 


That portion of subsec. 1104(5) preceding para. (a) and that portion 
of para, 1104(5)(c) following subpara. (iii) substituted by P.C. 
1994-230, subsecs. 2(1) and (2), February 10, 1994, Canada Ga- 
zette, Part II, February 23, 1994; that portion preceding para. (a) 
applicable to property acquired after February 25, 1992, and that 
portion of para. (c) following subpara. (ili) applicable to 1988 et 
seq. 


That portion of subsec. 1104(5) preceding para. (a) substituted by 
P.C. 1989-2464, subsec. 5(1), December 14, 1989, Canada Gazette, 
Part II, January 3, 1990, applicable to 1988 ef seg. 


Paras. 1104(5)(a) and (c) substituted by P.C. 1985- 465, February 
14; 1985, subsecs. 2(2) and (3), Canada Gazette, Part Il, March 6, 
1985, applicable to taxation years commencing after November 12, 
1981, except that for the purpose of that part of para. 1100(1)(w) 
preceding subpara. (i) thereof and that part of para. 1100(1)(x) pre- 
ceding subpara. (i) thereof and for the purposes of determining the 
prescribed class in which depreciable property is to be included, pa- 
ras. 1104(5)(a) and (c) are not applicable with respect to depreciable 
property acquired in taxation years commencing before November 
13, 1981. 


Para. 1104(5)(b) substituted by P.C. 1980-1483, subsec. 1(1), June 
5; 1980, Canada Gazette, Part II, June 25, 1980, effective April 11, 
1978. 


Para. 1104(5)(c) added by P.C. 1978-344, s. 3, February 9, 1978, 
Canada Gazette, Part Il, February 22, 1978, effective after March 
31, 1977. 


Interpretation Bulletins: IT-469R: CCA — Earth-moving equip- 
ment; IT-492: CCA — Industrial mineral mines. 
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(5.1) [“Gross revenue from a mine”] — For the 
purpose of Class 41 of Schedule II, a taxpayer’s 
“gross revenue from a mine” includes 


(a) revenue reasonably attributable to the process- 
ing by the taxpayer of 
(i) ore (other than iron ore or tar sands ore) 
from a mineral resource owned by the tax- 
payer to any stage that is not beyond the 
prime metal stage or its equivalent, 


(ii) iron ore from a mineral resource owned by 
the taxpayer to any stage that is not beyond 
the pellet stage or its equivalent, 


(iii) tar sands ore from a mineral resource 
owned by the taxpayer to any stage that is not 
beyond the crude oil stage or its equivalent, 
and 


(iv) material extracted by a well from a min- 
eral resource owned by the taxpayer that is a 
deposit of bituminous sands or oil shales to 
any stage that is not beyond the crude oil 
stage or its equivalent; 


(b) the amount, if any, by which any revenue rea- 
sonably attributable to the processing by the tax- 
payer of 
(i) ore (other than iron ore or tar sands ore) 
from a mineral resource not owned by the tax- 
payer, to any stage that is not beyond the 
prime metal stage or its equivalent, 


(i1) iron ore from a mineral resource not 
owned by the taxpayer to any stage that is not 
beyond the pellet stage or its equivalent, 


(iii) tar sands ore from a mineral resource not 
owned by the taxpayer to any stage that is not 
beyond the crude oil stage or its equivalent, 
and 


(iv) material extracted by a well from a min- 
eral resource not owned by the taxpayer that is 
a deposit of bituminous sands or oil shales to 
any stage that is not beyond the crude oil 
stage or its equivalent 


exceeds the cost to the taxpayer of the ore or ma- 
terial processed; and 


(c) revenue reasonably attributable to the produc- 
tion by the taxpayer of material from a deposit of 
bituminous sands or oil shales. 

Related Provisions: Reg. 1104(5.2) — Interpretation. 

History: Subsec. 1104(5.1) added by P.C. 1998-49, subsec. 2(3), 


January 26, 1998, Canada Gazette, Part II, February 4, 1998, appli- 
cable after March 6, 1996. 


(5.2) [“Gross revenue from a mine”] — For the 


purpose of subsection (5.1), “gross revenue from a 
mine” does not include revenue reasonably attributa- 
ble to the addition of diluent, for the purpose of 
transportation, to material extracted from a deposit 
of bituminous sands or oil shales. 

History: Subsec. 1104(5.2) added by P.C. 1998-49, subsec. 2(3), 
January 26, 1998, Canada Gazette, Part II, February 4, 1998, appli- 
cable after March 6, 1996. 
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(6) For the purposes of Class 10 in Schedule I, 


(a) [“income from a mine”] — “income from 
a mine” includes income reasonably attributable 
to the processing of 


(i) ore, other than iron ore or tar sands ore, 
from a mineral resource not owned by the tax- 
payer to any stage that is not beyond the 
prime metal stage or its equivalent, 


(ii) iron ore from a mineral resource not 
owned by the taxpayer to any stage that is not 
beyond the pellet stage or its equivalent, or 


(iii) tar sands ore from a mineral resource not 
owned by the taxpayer to any stage that is not 
beyond the crude oil stage or its equivalent; 
and 


(iv) material extracted by a well from a min- 
eral resource not owned by the taxpayer that is 
a deposit of bituminous sands or oil shales to 
any stage that is not beyond the crude oil 
stage or its equivalent; and 


(b) [“mine”] — “mine” includes a well for the 
extraction of material from a deposit of bitumi- 
nous sands or oil shales or from a deposit of cal- 
cium chloride, halite or sylvite. 
Related Provisions: Reg. 1104(6.1) — Income from a mine ex- 
cludes income from services. 
History: Subpara. 1104(6)(iv) added, para. (6)(b) amended by (2X: 
1998-49, subsecs. 2(4), (5), January 26, 1998, Canada Gazette, Part 
II, February 4, 1998, applicable after March 6, 1996. 
Para. 1104(6)(b) amended by P.C. 1996-495, subsec. 1(1), April 16, 
1996, Canada Gazette, Part II, May 1, 1996, applicable to property 
acquired in taxation years that begin after 1984. 
That portion of subsec. 1104(6) preceding para. (a) substituted by 
P.C. 1994-230, subsec. 2(3), February 10, 1994, Canada Gazette, 
Part II, February 23, 1994, applicable to property acquired after 
February 25, 1992. 
That portion of subsec. 1104(6) preceding para. (a) substituted by 
P.C. 1989-2464, subsec. 5(2), December 14, 1989, Canada Gazette, 
Part Il, January 3, 1990, applicable to 1988 ef seq. 
Para. 1104(6)(a) substituted by P.C. 1985-465, February 14, 1985, 
subsec. 2(4), Canada Gazette, Part II, March 6, 1985, applicable to 
taxation years commencing after November 12, 1981, except that 
for the purpose of that part of para. 1100(1)(w) preceding subpara. 
(i) thereof and that part of para. 1100(1)(x) preceding subpara. (i) 
thereof and for the purposes of determining the prescribed class in 
which depreciable property is to be included, para. 1104(6)(a) is not 
applicable with respect to depreciable property acquired in taxation 
years commencing before November 13, 1981. 
Para. 1104(6)(b) substituted by P.C. 1980-1483, subsec. 1(2), June 
5, 1980, Canada Gazette, Part II, June 25, 1980, effective April 11, 
1978. 
Interpretation Bulletins: IT-469R: CCA — Earth-moving 
equipment. 


(6.1) [“Income from a mine”] — Notwithstand- 
ing subsections (5) and (6), 
(a) for the purposes of paragraphs 1100(1)(w) to 
(ya), subsections 1101(4a) to (4d) and Class 28 in 
Schedule II, “income from a mine”, or any ex- 
pression referring to a taxpayer’s income from a 
mine, does not include income that can reasona- 
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bly be attributed to a service rendered by the tax- 
payer; and 


(b) for the purpose of Class 10 in Schedule II, 
“income from a mine” does not include income 
that can reasonably be attributed to a service ren- 
dered by the taxpayer other than the processing of 


ore. 


Related Provisions: Reg. 1104(2) — Definition of “coal mine 
operator”. 


History: Subsec. 1104(6.1) added by P.C. 1996-1488, s. 1, Septem- 
ber 24, 1996, Canada Gazette, Part II, October 16, 1996, applicable 
to taxation years that begin after March 6, 1996. 


(7) [Mine] — For the purposes of paragraphs 
1100(1)(w) to (ya), subsections 1101(4a) to (4d) and 
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1102(8) and (9), section 1107 and Classes 12, 28 and 
41 of Schedule II, 


(a) “mine” includes 


(i) a well for the extraction of material from a 
deposit of bituminous sands or oil shales or 
from a deposit of calcium chloride, halite or 
sylvite, and 


(ii) a pit for the extraction of kaolin or tar 
sands ore, 


but does not include 
(iii) an oil or gas well, or 


(iv) a sand pit, gravel pit, clay pit, shale pit, 
peat bog, deposit of peat or a stone quarry 
(other than a kaolin pit or a deposit of bitumi- 
nous sands or oil shales); 


(b) all wells of a taxpayer for the extraction of 
material from one or more deposits of calcium 
chloride, halite or sylvite, the material produced 
from which is sent to the same plant for process- 
ing, are deemed to be one mine of the taxpayer; 
and 


(c) all wells of a taxpayer for the extraction of 
material from a deposit of bituminous sands or oil 
shales that the Minister, in consultation with the 
Minister of Natural Resources, determines consti-. 
tute one project, are deemed to be one mine of 
the taxpayer. 


Related Provisions: Reg. 1104(8) — “Stone quarry”. 


History: Subsec. 1104(7) amended by P.C. 1998-49, subsec. 2(6), 
January 26, 1998, Canada Gazette, Part II, February 4, 1998, appli- 
cable after March 6, 1996. 


Paras. 1104(7)(a) and (b) amended by P.C. 1996-494, subsec. 1(2), 
April 16, 1996, Canada Gazette, Part II, May 1, 1996, applicable to 
property acquired in taxation years that begin after 1984 except that 
para. 1104(7)(a) shall be read without reference to the expression 
“or a kaolin pit” in respect of taxation years that end before 1988. 


That portion of subsec. 1104(7) preceding para. (a) substituted by 
P.C. 1994-230, subsec. 2(4), February 10, 1994, Canada Gazette, 
Part II, February 23, 1994, applicable to 1988 et seq. 


Para. 1104(7)(a) substituted by P.C. 1990-2780, subsec. 1(2), De- 
cember 20, 1990, Canada Gazette, Part II, January 16, 1991, appli- 
cable to 1988 et seq. 


That portion of subsec. 1104(7) preceding para. (a) substituted by 
P.C. 1989-2464, subsec. 5(3), December 14, 1989, Canada Gazette, 
Part I, January 3, 1990, applicable to 1988 et seq. 


' Paras. 1104(7)(a), (b) substituted by P.C. 1980-1483, subsec. 1(3), 


June 5, 1980, Canada Gazette, Part Il, June 25, 1980, effective 
April 11, 1978. 


(8) [“Stone quarry”] — For the purposes of sub- 
section (7), “stone quarry” includes a mine produc- 
ing dimension stone or crushed rock for use as ag- 
gregates or for other construction purposes. 


(9) Manufacturing or processing — For the 
purposes of subsection 1100(26) and Class 29 in 
Schedule II, “manufacturing or processing” does not 
include 

(a) farming or fishing; 


(b) logging; 
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(c) construction; 


(d) operating an oil or gas well or extracting pe- 
~troleum or natural gas” from a natural accumula- 
tion thereof; 


“(e) extracting minerals from a mineral, resource; 
(f) processing of — iad 


_(i).ore, other than iron ore or tar sands ore, 
from a mineral resource to any stage that is 
not beyond the prime metal Sa or its 

. equivalent, ” 


(Gi) iron ore from a mineral resource. to any 
stage that is not, coed the pellet eee or its 
equivalent, or’ 


(1). tar sands ore from a mineral resource to 
any. stage. that is not beyond. the crude oil 
stage or its equivalent; ini, only 


_ (g), producing. industrial. minerals, other: sates 


- sulphur produced by processing natural. gas; 


_ (h) producing or processing electrical energy .or 
steam, for sale; 


(i) processing gas, if such gas 1s processed as part 
of the business of selling or distributing gas in the 
course of operating a public utility; or 


(j) processing in Canada of heavy crude oil te- 
covered from: a natural reservoir in Canada to:a 
stage that is not beyond the crude oil stage or its 
equivalent. 
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Related Provisions: ITA 125.1(3) — Definition of “manufactur 


ing or processing” for M&P. credit purposes. 


History: The opening words of subsec. 1104(9) amended; iby B.C. 
1997-1033,. subsec..4(1), July, 25, 1997, Canada, Gazette, Part II, 
August 20, 1997, aepganleg to taxation, years ending, after March 6, 
1996. 


That porean of subsec. 1104(9) iecechng para. (a) abiarel by 
P.C. 1994-230, subsec. 2(5), February 10, 1994, Canada Gazette, 
Part Il, February 23, 1994 Tayi to property acquired after 


| February, 25, 1992. 


Para. 1104(9)(d) siieaminted by P.G. 1990- 2780, shbaats 1(3), De- 


— cember 20, 1990, Canada Gazette, Part II, January 16, pal, appli- 


cable to taxation years ending after Mareh 1985. 


That portion of subsec. 1104(9) preceding para. (a) substituted by 
P.C: 1989-2464, subsec.' 5(4), December 14; 1989, Canada Gazette, 
Part 1, January 3, 1990, applicable to: 1988 et seq: 


Para. 1104(9)(f) substituted by P.C. 1985-465, February 14, 1985, 
subsec. 2(5), Canada Gazette, Part II,,March 6, 1985; applicable to 
taxation years commencing after November 12, 1981, except that 
for the purpose of that part of para. 1100(1)(w) preceding subpara. 
(i) thereof and that part of para.~1100(1)(x) preceding subpara. (i) 
thereof and for the purposes of determining the prescribed class in 
which depreciable property is'to be included, para. 1104(9)(f) is not 
applicable with respect to depreciable property acquired in taxation 
years commencing before’ November 13, 1981. 


Para. 1104(9)(j)’ added by! P.C. 1981-3329, s. 1, November 26, 
1981, Canada Gazette, Part 11, December 9 1981, tia aca in re- 
spect of 1981vet seq: i 


Para. 1104(9)(g) substituted by P.C. 1978-1849, 8. 2,\June 81978, 
Canada Gazette, Part II, June 28, 1978, applicable after March 31, 
1977 with respect to property, acquired by, a taxpayer after that date 
or property completed by a taxpayer after that date, where the prop- 
erty was manufactured by the taxpayer. 


| Interpretation Bulletins: IT-147R3: CCA — Accelerated write- 


off of manufacturing and processing machinery and equipment; IT- 
411R: Meaning of “construction”. 


(10): Certified films and video tapes bau the 
purposes of subsection 1100(21) and the definitions 
“certified feature film” and “certified production” in 
subsection (2), 


(a) “Canadian” means an individial wht was, at 
all relevant times, 


(i) a Canadian. citizen as defined in the Citi- 
zenship Act, or. 


(ii) a permanent resent within the meaning 
of the Immigration Act, 1976; 


(b) a motion picture film or video tape that has 
been certified by 


(i) the Secretary of State; or 
(ii) the Minister of Communications 


as a certified feature film or certified production, 
as the case may be, may have its certification re- 
voked by the Minister of Communications, where 
an incorrect statement was made in the furnishing 
of information for the purpose of obtaining that 
certification and a certification that has been so 
revoked is void from the time of its issue; 


(c) “remuneration” does not include an amount 
determined by reference to the amount of income 
from a motion picture film or video tape; 
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(c.1) “revenue guarantee’” means a contract or 
other arrangement under the terms of which a 
taxpayer has a right to receive a minimum rental 
revenue or other fixed revenue in respect of a 
right to the use, in any manner whatever, of a cer- 
tified feature film or certified production; 


(c.2). a. screenwriter shall be deemed to be an indi- 
vidual who is a Canadian where 


(i) each individual involved in the preparation 
of the screenplay is a Canadian, or 


(ii) the principal screenwriter is an individual 
who is a Canadian and 


(A) the screenplay for the motion picture 
film or video tape is based upon a work 
authored by a Canadian, 


(B) copyright in the work subsists in Can- 
ada, and 


(C) the work is published in Canada; 


(d) “unit of production” means a measure used by 
the Minister of Communications in determining 
the weight to be given for each individual Cana- 
dian referred to in subparagraph (b)(ii) of the def- 
inition “certified production” in subsection (2) 
who provides services in respect of a motion pic- 
ture film or video tape; and 


(e) where each individual who performed a ser- 
vice in respect of a motion picture film or video 
tape as the 


(1) director, 
(ii) screenwriter, 
(iii) actor or actress in respect of whose ser- 


vices for the film or tape the highest remuner- 
ation was paid or payable, 


(iv) actor or actress in respect of whose ser- 
vices for the film or tape the second highest 
remuneration was paid or payable, 


(v) art director, 

(vi) director of photography, 

(vii) music composer, or 

(viii) picture editor 
was a Canadian, the Minister of Communications 
shall be deemed to have allotted six units of pro- 
duction in respect of the film or tape for the pur- 
poses of the definition “certified production” in 
subsection (2). 

History: Subpara. 1104(10)(a)Gi) substituted by P.C. 1986-477, 


subsec. 2(6), February 27, 1986, Canada Gazette, Part II, March 19, 
1986, applicable to 1982 ef seq. 


Subsec. 1104(10) amended by P.C. 1986-477, subsec. 2(5), Febru- 
ary 27, 1986, Canada Gazette, Part II, March 19, 1986,-to substitute 
“certified production” for “certified feature production” and to de- 
lete “certified short production”, with such grammatical modifica- 
tions as the circumstances required, applicable in respect of a mo- 
tion picture film or video tape, the principal photography or taping 
of which commenced. after 1985. 


Paras. 1104(10)(a) substituted, (c.2), (e) added by P.C. 1981-3478, 
December 10, 1981, Canada Gazette, December 23, 1981, applica- 
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ble in respect of a motion picture film or video tape, the principal 
photography or taping of which commenced after 1981. 


Paras. 1104(10)(b) and (d) substituted by P.C. 1980-3374, s. 2, De- 
cember 11, 1980, Canada Gazette, Part II, December 24, 1980. 


That portion of subsec. 1104(10) preceding para. (a) substituted, 
para. (c.1) added by P.C. 1978-3731, s. 3, December 14, 1978, Can- 
ada Gazette, Part I], December 27, 1978, applicable. in respect of 
property acquired after 1978. 


1995, c. 11: S. 46 of 1995, c. 11, in force July 12, 1996, provides 
as follows: 


46. Other references — Every reference made to the Minis- 
ter of Communications, the Minister of Multiculturalism and 
Citizenship and the Secretary of State of Canada in relation to 
any matter to which the powers, duties and functions of the 
Minister of Canadian Heritage extend by virtue of this Act, in 
any other Act of Parliament or in any order, regulation or 
other instrument made under any Act of Parliament shall, un- 
less the context otherwise requires, be read as a reference to 
the Minister of Canadian Heritage. 


(11) Certified Class 34 properties — For the 
purposes of paragraph (h) of Class 34 in Schedule II, 
a certificate issued under ec 
(a) subparagraph (d)(i) of that class may be re- 
voked by the Minister of Industry, Trade and 
Commerce, or 
(b) subparagraph (d)(ii) or paragraph (g) of that 
class, as the case may be, may be revoked by the 
Minister of Energy, Mines and Resources 


where 


(c) an incorrect statement was made in the fur- 
nishing of information for the purpose of ob- 
taining the certificate, or 


(d) the taxpayer does not conform to the plan de- 
scribed in subparagraph (d)(i) or (d)(4i) of that 
class, as the case may be, 


and a certificate that has been so revoked shall be 
void from the time of its issue. 
History: Subsec. 1104(11) substituted by P.C. 1980-3323, s. 1, De- 


cember 9, 1980, Canada Gazette, Part I, December 24, 1980, effec- 
tive December 11, 1979. 


(12) Amusement parks — For the purposes of 
Class 37 in Schedule II, “amusement park” means a 
park open to the public where amusements, rides and 
audio-visual attractions are permanently situated. 


History: Subsec. 1104(12) added by P.C. 1982-599, s. 4, February 
25, 1982, Canada Gazette, Part Ul, March 10, 1982. 


(13) Class 43.1 — Energy conservation prop- 
erty — The definitions in this subsection apply for 
the purposes of this subsection and subsection (14) 
and Class 43.1 in Schedule II. 


“digester gas’? means a mixture of gases that are 
produced from the decomposition of organic waste 
in a digester and that are extracted from an eligible 
sewage treatment facility for that organic waste. 


“distribution equipment’? means equipment (other 
than transmission equipment) used to distribute elec- 
trical energy generated by electrical generating 
equipment. 
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“eligible landfill site’? means a landfill site that is 
situated in Canada, or a former landfill site that is 
situated in Canada, and, if a permit or license in re- 
spect of the site is or was required under any law of 
Canada or of a province, for which the permit or li- 
cense has been issued. 


“eligible sewage treatment facility’ means a sew- 
age treatment facility that is situated in Canada and 
for which a permit or license is issued under any law 
of Canada or of a province. 


“eligible waste management facility” means a 
waste management facility that is situated in Canada 
and for which a permit or license is issued under any 
law of Canada or of a province. 


“enhanced combined cycle system” means an elec- 
trical generating system in which thermal waste from 
one or more natural gas compressor systems is re- 
covered and used to contribute at least 20 per cent of 
the energy input of a combined cycle process in or- 
der to enhance the generation of electricity, but does 
not include the natural gas compressor systems. 


“fossil fuel’? means a fuel that is petroleum, natural 
gas or related hydrocarbons, coal, coal gas, coke, Ne: 
nite or peat. 


“landfill gas” means a mixture of gases that are pro- 
duced from the decomposition of organic waste and 
that are extracted from an eligible landfill site. 


“municipal waste” means the combustible portion 
of waste material (other than waste material that is 
considered to be toxic or hazardous waste pursuant 
to any law of Canada or of a province) that is gener- 
ated in Canada and that is accepted at an eligible 
landfill site or an eligible waste management facility 
and that, when burned to generate energy, emits only 
those fluids or other emissions that are in compliance 
with the law of Canada or of a province. 


“thermal waste’? means heat energy extracted from 
a distinct point of rejection in an industrial process. 


“transmission equipment’? means equipment used 
to transmit more than 75 per cent of the annual elec- 
trical energy generated by electrical generating 
equipment, but does not include a building. 


“wood waste” includes scrap wood, sawdust, wood 
chips, bark, limbs, saw-ends and hog fuel, but does 
not include residuals (known as “black liquor”) from 
wood pulp operations and any waste that no longer 
has the physical or chemical properties of wood. 


History: Subsec. 1104(13) added by P.C. 1997-1033, subsec. 4(2), 
July 25, 1997, Canada Gazette, Part Il, August 20, 1997, applicable 
after February 21, 1994. 


(14) Where property of a taxpayer is not operating in 
the manner required by paragraph (c) of Class 43.1 
in Schedule II solely because of a deficiency, failing 
or shutdown — that is beyond the control of the 
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taxpayer — of the system of which it is part and 
that previously operated in the manner required by 
that paragraph, that property is deemed, for the pur- 
pose of that paragraph, to be operating in the manner 
required under that paragraph during the period of 
the deficiency, failing or shutdown, if the taxpayer 
makes all reasonable efforts to rectify the circum- 
stances within a reasonable time. 


History: Subsec. 1104(14) added by P.C. 1997- -1033, subsec. 4(2), 


July 25, 1997, Canada Gazette, Part Il, August 20, 1997, applicable 
after February 21, 1994, 


Related Provisions: ITA 20(1.1)— Definitions in ITA 13(21) 
apply to regulations. 


Selected Cases [Reg. 1104]: Brivdeck v. Canada [1996] 1 
CRE 23st (eC) (Certification cannot be subsequently revoked), 


Division VI — Classes Prescribed 
1105. The classes of property provided in this Part 
and in Schedule II are hereby prescribed for the pur- 
poses of the Act. 

History: S. 1105 amended by P.C. 1996-571, s. 1, April 23, 1996, 


Canada Gazette, Part Il, May 1, 1996, applicable to taxation years 
that end after February 21, 1994. 


S. 1105 substituted by P.C. 1982-599, s. 5, February 25, 1982, Can- 
ada Gazette, Part II, applicable to taxation years ending after De- 
cember 11, 1979. 


Division Vil — Certificates Issued 
by Minister of Supply and 
Services [Repealed] 


History: Division VII (s. 1106) repealed by P.C. 1995-775, s. 3, 
May 16, 1995, Canada Gazette, Part Il, May 31, 1995, applicable to 
property acquired on or after May 31, 1995. 


gency the man-_ 
dat : i Provision of assis- 
tance to film productions in n Canada; 
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tion, one 
screenwriter 
or are individuals — 


n production — 
e where the layout and 
_is done, one point, 


place where the key anima- 
on is done, one point, 
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Division VIIl — Determination of 
Viscosity and Density 


1107. (1) For the purpose of the definition “bitumi- 
nous sands” in section 248(1) of the Act, viscosity or 
density of hydrocarbons shall be determined using a 
number of individual samples (constituting a repre- 
sentative sampling of that deposit or those deposits, 
as the case may be, from which the taxpayer is com- 
mitted to produce by means of one mine) tested 


(a) at atmospheric pressure; 
(b) at a temperature of 15.6 degrees Celsius; and 


(c) free of solution gas. 


History: S. 1107 added by P.C. 1998-49, s. 3, January 26, 1998, 
Canada Gazette, Part II, February 4, 1998, applicable after March 6, 
1996. 


Part XIl— Resource and 
Processing Allowances 


History: Part XII amended by P.C. 1985-2277, s. 2, July 24, 1985, 
Canada Gazette, Part II, to substitute “predecessor” wherever 
‘predecessor corporation” appeared, applicable to taxation years 
ending after April 19, 1983. 
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Part XII was consolidated by the Consolidated Regulations of Can- 
ada, chapter 945, proclaimed in force August 15, 1979, by P.C. 
1979-1934, July 19, 1979, Canada Gazette, Part Il, August 8, 1979. 


1200. For the purposes of section 65 of the Act, there 
may be deducted in computing the income of a tax- 
payer for a taxation year such of the amounts deter- 
mined in. accordance with sections 1201 to 1209 and 
1212 as are applicable. 

History: S, 1200 substituted by P.C. 1979-649, s..1, March 8, 1979, 


Canada Gazette, Part II], March, 28, 1979, effective for taxation 
years ending after April 10, 1978. 


1201. Earned depletion allowances — In com- 
puting a taxpayer’s income for a taxation year there 
may. be deducted such amount. as he may claim not 
exceeding the lesser of 


(a) the aggregate of 


(i) 25 per cent of the amount, if any, by which 
the taxpayer’s resource profits for the year ex- 
ceed four times the aggregate of amounts, if 
any, deducted under subsection 1202(2) (other 
than that portion of such amounts that may 
reasonably be considered to have been de- 
ducted by reason of subparagraph (b)(i1) 
thereof) in computing the taxpayer’s income 
for the year, and 


(ii) the amount, if any, by which the Aer lgate 
of amounts included in computing the tax- 
payer’s income for the year under paragraphs 
59(3.3)(a) and (b) of the Act exceeds the ag- 
gregate of amounts, if any, that may reasona- 
bly be considered to have been deducted 
under subsection 1202(2) by reason of subpar- 
agraph (b)(a1) thereof in computing the tax- 
payer’s income for the year; and 


(b) the aggregate of 


(i) the taxpayer’s earned depletion reo as of 

the end of the year, and 

(ii) the amount, if any, by which 
(A) the aggregate determined under para- 
graph 1202(4)(a) in respect of the taxpayer 
for the year 


exceeds 
(B) the amount, if any, by which 
(I) the aggregate of all amounts that 
would be determined under paragraphs 
1205(1)(e) to (k) 
exceeds 


(II) 33 3 per cent of the aggregate of 
all amounts that would be determined 
under paragraphs 1205(1)(a) to (d.2) 
in computing the taxpayer’s earned deple- 
tion base as of the end of the year. 
History: Paras. 1201(a), (b) substituted by P.C. 1990-2780, s. 2, 


December 20, 1990, Canada Gazette, Part Il, January 16, 1991, ap- 
plicable to taxation years ending after February 17, 1987. 
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Para. 1201(a) substituted: by P,C. 1981-3329, s..2, November 26, 
1981, Canada Gazette, Part Il, December 9, 1981, applicable in re- 
spect of taxation years ending after December. 1], 1979. 

All that: portion of s, 1201. preceding para. (b) substituted by P.C. 
1978-1849, s. 3, June 8, 1978, Canada Gazette, Part II, June 28, 
1978, applicable to taxation years ending after May 6, 1974. 


1202. (1) For the purposes of computing the earned 
depletion base of a‘corporation, control of which has 
been acquired under circumstances described in sub- 
section 66(11) of the Act, the amount by which the 
earned depletion base of the corporation at the time 
referred to in that subsection exceeds the aggregate 
of amounts otherwise deducted under section 1201 
in computing its income for taxation years ending af- 
ter that time and before control was so acquired shall 
be deemed to have been deducted under section 1201 
by the corporation in computing its income for taxa- 
tion years ending before such acquisition of control. 


(2) Subject to subsections (5). and (6), where after 
November 7, 1969.a corporation (in this subsection 


_referred to as the “successor”’) acquired a particular 


property (whether by way of a purchase, amalgama- 
tion, merger, winding-up or otherwise), there may be 
deducted by the successor in computing its income 
for a taxation year an amount not exceeding the ag- 
gregate of all amounts each of which is an amount 
determined in respect of an original owner of the 
particular property that is the lesser of. 


(a) the earned depletion base of the original 
owner immediately after the original owner dis- 
posed of the particular property (determined as if, 
in the case of a disposition after April 28, 1978 as 
a result of an amalgamation described in section 
87 of the Act, the original owner existed after the 
time of disposition and no property was acquired 
or disposed of in the course of the amalgamation) 
to the extent of the amount thereof that was not 


(i) deducted: by the original owner or any 
predecessor owner of the particular property 
in computing income for any taxation year, 


(ii) deducted by the successor in computing 
income for a preceding taxation year, or 


(iii) otherwise deducted by the successor in 
computing income forthe taxation year, and 


(b) the amount, if any, by which the aggregate of 


(i) 25. per cent of the part of the successor’s 
income for the year that may reasonably be re- 
garded as attributable to 


(A) the amount included in computing its 
income for the year under paragraph 
59(3.2)(c) of the Act that may reasonably 
be regarded as attributable to the disposi- 
tion by it in the year or a preceding taxa- 
tion year of any interest in or right to the 
particular property, to the extent that the 
proceeds of the disposition have not been 
included in determining an amount under 
this clause, paragraph (7)(g), clause 
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29(25)(d)(i)(A) of the Income Tax Appli- 
cation Rules, clause 66.7(1)(b)(i)(A) or 
(3)(b)G)(A) of the Act or paragraph 
66.7(10)(g) of the Act for a preceding tax- 
ation year, 


(B) its reserve amount for the year in re- 
spect of the original owner and each prede- 
cessor owner, if any, of the particular 
property, 

(C) production from the particular prop- 
erty, or 


(D) such processing as is described in sub- 
paragraph 1204(1)(b)(iii), Gv) or (v) with 
the particular property 


computed as if no deduction were allowed 
under section 29 of the Income Tax Applica- 
tion Rules or under sections 65 to 66.7 of the 
Act and as if that income did not include any 
portion thereof designated under clause 
66.7(2)(b)(ii)(A) of the Act, 


(ii) the aggregate of all amounts each of which 
is a particular amount included in its income 
for the year under paragraph 59(3.3)(a) or (b) 
of the Act in respect of an amount added in 
computing the earned depletion base of the 
original owner, and 


(iii) where the successor, the original owner or 
a predecessor owner of the particular property 
received in the year or in the year became en- 
titled to receive, or in a subsequent year be- 
comes entitled to receive an amount of assis- 
tance or benefit 


(A) in respect of Canadian exploration ex- 
penses or Canadian development expenses, 
or 


(B) that may reasonably be related to Ca- 
nadian exploration activities or Canadian 
development activities, 


by way of a grant, subsidy, rebate, forgivable 
loan, deduction from royalty or tax, rebate of 
royalty or tax, investment allowance or any 
other form of assistance or benefit, 33'/ per 
cent of the aggregate of all amounts each of 
which is in respect of such a particular amount 
of assistance or benefit and equal to 


(C) the stated percentage (determined, in 
respect of an amount of Canadian explora- 
tion expense or Canadian development ex- 
pense added in computing the earned de- 
pletion base of the original owner by 
reason of subparagraph 1205(1)(a)(ii) or 
clause 1205(1)(a)(vi1)(B) or (B.1), for the 
calendar year in which the original owner 
incurred the expense) of the particular 
amount of the assistance or benefit (other 
than an amount in respect of which an 
amount was added in computing an 
amount under this subparagraph for a pre- 


ceding taxation year), where the particular 
amount of the assistance or benefit was in 
respect of the amount of that expense, or 


(D) the specified percentage (determined, 
in respect of an amount of Canadian oil 
and gas exploration expense added in com- 
puting the earned depletion base of the 
original owner by reason of subparagraph 
1205(1)(a)(v) or clause 1205(1)(a)(vi)(A), 
for the calendar year in which the original 
owner incurred the expense) of the particu- 
lar amount of the assistance or benefit 
(other than an amount in respect of which 
an amount was added in computing an 
amount under this subparagraph for a pre- 
ceding taxation year), where the particular 
amount of the assistance or benefit was in 
respect of the amount of that expense 


exceeds the aggregate of all other amounts de- 
ducted under this subsection, subsections 66.7(1), 
(3), (4) or (5) of the Act or subsection 29(25) of 
the Income Tax Application Rules for the year 
that may reasonably be regarded as attributable to 
those parts of the successor’s income for the year . 
described in subparagraph (i) or (ii) or to the 
amount determined in respect of the successor for 
the year under subparagraph (111). 


(3) Where in a taxation year ending after February 
17, 1987 an original owner of a property disposes of 
the property in circumstances in whieh subsection 
(2) applies, 
(a) the amount of the earned depletion base of the 
original owner determined immediately after the 
time of that disposition shall be deducted in de- 
termining the earned depletion base of the origi- 
nal owner at any time after the time that is imme- 
diately after the disposition; 
(b) for the purposes of paragraph (2)(a), the 
earned depletion base of the original owner deter- 
mined immediately after the original owner dis- 
posed of the property that was deducted in com- 
puting the original owner’s income for the year 
shall be deemed to be equal to the lesser of 


(1) the amount deducted in respect of the dis- 
position under paragraph (a), and 


(ii) the amount, if any, by which 


(A) the specified amount determined under 
subsection (4) in respect of the original 
owner for the year 


exceeds 


(B) the aggregate of all amounts each of 
which is an amount determined under this 
paragraph in respect of any disposition 
made by the original owner before the dis- 
position and in the year; and 

(c) for greater certainty, any amount (other. than 


the amount determined under paragraph (b)) that 
was deducted under section 1201 by the original 
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owner for the year or a subsequent taxation year 
shall, for the purposes of paragraph (2)(a), be 
deemed not to be in respect of the earned deple- 
tion base of the original owner determined imme- 
diately after the original owner disposed of the 
particular property. 


(4) Where in a taxation year ending after February 
17, 1987 an original owner of a property disposes of 
the property in circumstances in which subsection 
(2) applies, the lesser of 


(a) the total of all amounts each of which is the 
amount, if any, by which 


(i) an amount deducted under paragraph (3)(a) 
in respect of such a disposition in the year by 
the original owner 


- exceeds 


(ii) the amount, if any, designated by. the orig- 
inal owner in a prescribed form filed with the 
Minister within six months after the end of the 
year in respect of the amount determined 
under subparagraph (i), and 


(b) the amount, if any, deducted under section 
1201 in computing the income of the original 
owner for the taxation year 


is the specified amount in respect of the original 
owner for the year for the purposes of paragraphs 
(3)(b) and 1205(1)(d.2). 

Advance Tax Ruling: ATR-19: Earned depletion pas ise and cumu- 
lative Canadian development expense. ’ 


(5) Subsections (2), 1203(3), 1207(7) and 1212(4) do 

not apply 
(a) in respect of a property acquired by way of an 
amalgamation or winding-up to which section 
1214 applies; 
(b) to permit, in respect of the acquisition by a 
corporation before February 18, 1987 of a prop- 
erty, a deduction by the corporation of an amount 
that the corporation would not have been entitled 
to deduct under this Part, if this Part, as it read in 
its application to taxation years ending before 
February 18, 1987, applied to taxation years end- 
ing after February 17, 1987; or 
(c) in respect of a property acquired at any time 
after July 19, 1985, by purchase, amalgamation, 
merger, winding-up or otherwise, from a person 
who is exempt from tax under Part I of the Act on 
that person’s taxable income (other than a corpo- 
ration that is referred to in paragraph 149(1)(d) of 
the Act and that is a principal-business corpora- 
tion), except where the property was acquired 
before 1987 pursuant to an agreement in writing 
made before July 20, 1985. 


Proposed Amendment — -Reg. 

mu Bh -—1202(5)(c) co 

nS epi in. tespect of a property acquired at any time 

by purchase, amalgamation, merger, winding- 
up or otherwise, from a person who is exempt 
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(6) Subsections (2), 1203(3), 1207(7) and 1212(4) 
apply only to a corporation that has acquired a par- 
ticular property 


(a) where it acquired the particular property in a 
taxation year commencing before 1985 and, at 
the time it acquired the particular property, the 
corporation acquired the specified property of the 
person from whom it acquired the particular 
property; 

(b) where it acquired the particular property from 
a person in a taxation year commencing after 
1984 and, at the time it acquired the particular 
property, the corporation acquired 


(i) all or substantially all of the Canadian re- 
source properties of that person, or 


(11) where subparagraph (1) does not apply, the 

specified property of the person; 
(c) where it acquired (other than in circumstances 
in which subparagraph (b)(i1) applies) the particu- 
lar property after November 16, 1978 and in a 
taxation year ending before February 18, 1987 by 
any means other than by way of an amalgamation 
or winding-up and it and the person from whom 
it acquired the particular property have filed with 
the Minister a joint election under and in accor- 
dance with any of subsections 66(6), 66.1(4), 
66.1(5), 66.2(3), 66.2(4), 66.4(3), and 66.4(4) of 
the Act as those subsections read in their applica- 
tion to that year; 


(d) where it acquired the particular property after 
June. 5, 1987 by way of an amalgamation or 
winding-up (other than in circumstances in which 
subparagraph (b)(ii) applies) and it has filed an 
election in the form prescribed for the purposes 
of paragraph 66.7(7)(c) of the Act with the Min- 
ister on or before the day on or before which the 
corporation is required to file a return of income 
pursuant to section 150 of the Act for its taxation 
year in which it acquired the particular property; 
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(e) where it acquired the particular property 
(other than by means of an amalgamation or 
winding-up or in circumstances in which subpar- 
agraph (b)(ii) applies) in a taxation year ending 
after February 17,1987 and it and the person 
from whom it acquired the particular property 
have filed a joint election in the form prescribed 
for the purposes of paragraph 66.7(7)(e) of the 
Act with the Minister on or before the earlier of 
the days on or before which either of them 1s re- 
quired to file a return of income pursuant to sec- 
tion 150 of the Act in respect of their respective 
taxation years that include the time of acquisition 
of the particular property; and 


(f) where it acquired (other than by way of an 
amalgamation or winding-up) the particular prop- 
erty in circumstances in which subparagraph 
(b)(1i) applies and it and the person from whom it 
acquired the particular property agree to have 
subsection (2), 1203(3), 1207(7) or 1212(4), as 
the case may be, apply to them and notify the 
Minister in writing of the agreement in their re- 
turns of income under Part I of the Act for their 
respective taxation years that include the time of 
acquisition of the particular property. 


(7) Where at any time after November 12, 1981 
(a) control of a corporation is considered for the 


purposes of subsection 66.7(10) of the Act to 
have been acquired by a person or group of per- 
sons, or 


(b) a corporation ceases to be exempt from tax 


under Part I of the Act on its taxable income, 


for the purposes of section 1201, this section and 
section 1205, 


(c) the corporation shall be deemed after that time 
to be a successor (within the meaning assigned by 
subsection. (2)) that had, at that time, acquired all 
the properties owned by the corporation immedi- 
ately before that time from an original owner 
thereof; 


(d) a joint election shall be deemed to have been 
filed in accordance with subsection (6) in respect 
of the acquisition; 


(e) the earned depletion base of the corporation 
immediately before that time shall be deemed not 
to be the earned depletion base of the corporation 
immediately after that time but to be the earned 
depletion base of the original owner immediately 
after that time; 


(f) [Revoked] 


(g) where the corporation (in this paragraph re- 
ferred to as the “transferee’) was, immediately 


before and at that time, 


(i) a parent corporation (within the meaning 
assigned by subsection 87(1.4) of the Act), or 
(ii) a subsidiary wholly-owned corporation 


(within the meaning assigned by subsection 
87(1.4) of the Act) 


2074 


Income Tax Regulations 


of a particular corporation (in this paragraph re- 
ferred to as the “transferor’’), if both corporations 
agree to have this paragraph apply to them in re- 
spect of a taxation year of the transferor ending 
after that time and notify the Minister in writing 
of the agreement in the return of income under 
Part I of the Act of the transferor for that year, the 


transferor may, if throughout that year the trans- 


feree was such a parent corporation or subsidiary 
wholly-owned corporation of the transferor, des- 
ignate in favour of the transferee, in respect of 
that year, for the purpose of making a deduction 
under subsection (2) in respect of expenditures 
incurred by the transferee before that time and 
when it was such a parent corporation or subsidi- 
ary wholly-owned corporation of the transferor, 
an amount not exceeding such portion of the 
amount that would be its income for the year, if 
no deductions were allowed under any of section 
29 of the Income Tax Application Rules and sec- 
tions 65 to 66.7 of the Act, [as] may reasonably 
be regarded as being attributable to 


(iii) the production from Canadian resource 
properties owned by the transferor immedi- 
ately before that time, : 


(iv) the disposition in the year of any Cana- 
dian resource properties owned by the trans- 
feror immediately before that time, and 


(v) such processing as is described in subpara- 
graph 1204(1)(b)(iii), (iv), or (v) with prop- 
erty owned by the transferor immediately 
before that time an 


to the extent that such portion of the amount so 
designated is‘not designated under this paragraph 
in favour of any other taxpayer or under para- 
graph 66.7(10)(g) of the Act in favour of any tax- 
payer, and the amount so designated shall be 
deemed, for the purposes of determining the 
amount under: subsection (2), ) 


(vi) to be income from the sources described 
in subparagraph (iii), (iv) or (v), as the case 
may be, of the transferee for its taxation year 
in which that taxation year of the transferor 
ends, and 


(vii) not to be income from the sources de- 
scribed in subparagraph (ili), (iv) or (v), as the 
case may be, of the transferor for that year; 


(h) where, immediately before and at that time, 
the corporation (in this paragraph referred to as 
the “‘transferee”’) and another corporation (in this 
paragraph referred. to as. the “‘transferor’) were 
both, subsidiary ._ wholly-owned corporations 
(within the meaning assigned by subsection 
87(1.4) of the Act) of a particular parent corpora- 
tion-(within the meaning assigned by subsection 
87(1.4) of the Act), if the transferee and the trans- 
feror agree to have this paragraph apply to them 
in respect of a taxation year of the transferor end- 
ing after that time and notify the Minister in writ- 
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ing of the agreement in the return of income 
under Part I of the Act of the transferor for that 
year, paragraph (g) shall apply for that year to the 
transferee and transferor as though one were the 
parent corporation (within the meaning assigned 
by subsection 87(1.4) of the Act) of the other; 
and 


(i) where that time is after January 15, 1987 and 
at that time the corporation was a member of a 
partnership that owned a property at that time, 


(i) for the purposes of paragraph (c), the cor- 
poration shall be deemed to have owned im- 
mediately before that time that portion of the 
property owned by the partnership at that time 
that is equal to its percentage share of the ag- 
gregate of amounts that would be paid to all 
members of the partnership if it were wound 
up at that time, and 


(11) for the purposes of clauses (2)(b)(i)(C) 
and (D) for a taxation year ending after that 
time, the lesser of 


(A) its share of the part of the income of 
the partnership for the fiscal period of the 
partnership ending in the year that may 
reasonably be regarded as being attributa- 
ble to the production from the property or 
to such processing as is described in sub- 
paragraph 1204(1)(b)(iii), (iv) or (v) with 
the property, and 


(B) an amount that would be determined 
under clause (A) for the year if its share of 
the income of the partnership for the fiscal 
year of the partnership were determined on 
the basis of the percentage share referred 
to in subparagraph (i) 
shall be deemed to be income of the corpora- 
tion for the year that may reasonably be attrib- 
utable to production from the property or to 
such processing as is described in subpara- 
graph 1204(1)(b)(iii), (iv) or (v) with the 
property. 


(8) For the purposes of subsections (1) and (7), 
where a corporation acquired control of another cor- 
poration after November 12, 1981 and before 1983 
by reason of the acquisition of shares of the other 
corporation pursuant to an agreement in writing con- 
cluded on or before November 12, 1981, the corpo- 
ration shall be deemed to have acquired such control 
on or before November 12, 1981. 


(9) Where, at any time, 
(a) control of a taxpayer that is a corporation has 
been acquired by a person or group of persons, 


(b) a taxpayer has disposed of all or substantially 
all of the taxpayer’s Canadian resource proper- 
ties, or 

(c) a taxpayer has disposed of the specified prop- 
erty of the taxpayer, 


Reg. 
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and, before that time, the taxpayer or a partnership of 
which the taxpayer was a member acquired a prop- 
erty and it may reasonably be considered that one of 
the main purposes of the acquisition was to avoid 
any limitation provided in subsection (2) on the de- 
duction in respect of the earned depletion base of the 
taxpayer or of a corporation referred to. as a trans- 
feree in paragraph (7)(g) or (h), the taxpayer or the 
partnership, as the case may be, shall be deemed, for 
the purposes of applying subsection (2) to or in re- 
spect of the taxpayer, not to have acquired the 


property. 


(10) Where in a particular taxation year a predeces- 
sor owner of a property disposes of it to a corpora- 
tion in circumstances in which subsection (2) ap- 
plies, for the purposes of applying subsection (2) to 
the predecessor owner for a taxation year ending af- 
ter February 17, 1987 in respect of its acquisition of 
the property, the predecessor owner shall be deemed, 
after the disposition, never to have acquired the 
property except for the purposes of making a deduc- 
tion under subsection (2) for the particular year. 


(11) Where at any time a property is acquired by a 
person in circumstances in which subsection (2) does 
not apply, every person who was an original owner 
or predecessor owner of the property by reason of 
having ‘disposed of the property before that time 
shall, for the purposes of applying this Part to or in 
respect of the person or any other person who after 
that time acquires the property, be deemed after that 
time not to be an original owner or predecessor 
owner of the property by reason of having oni 
of the property before that time. 


History: Cl. 1202(2)(b)(i)(A) amended by P,C. 1994-1817, s. 48, 
November |, 1994, Canada Gazette, Part Il, November 30, 1994, 


That portion’ of subpara. 1202(2)(b)(i) following cl. (D) substituted, 
and para. 1202(7)(f) revoked, by P.C. 1993-415, subsecs. 1(1) and 
(3) March 9, 1993, Canada Gazette, Part Il, March 24, 1993, appli- 
cable to taxation years ending after February 17, 1987. 


Para. 1202(4)(a) substituted by subsec. 1(2) of the said P.C. 1993- 
415, applicable with respect to dispositions occurring in taxation 
years commencing after March 23, 1993; and with respect to a dis- 
position of a property. made by a taxpayer in a taxation year com- 
mencing before March 24, 1993 and ending after February 17, 1987 
where 


(a) the taxpayer, and 


(b) each corporation that, before the end of the taxpayer’s taxa- 
tion year that includes the date of publication, acquired the 
property or any other property that was disposed of by the tax- 
payer in a taxation year ending after February 17, 1987 as part 
of a transaction or an event as a consequence of which that cor- 
poration was or, but for that subsection, would be entitled to 
deduct an amount under subsec. 1202(2) in respect of an expen- 
diture of the taxpayer, 
so elect by notice in writing filed with the Minister of National Rev- 
enue on or before the day that is 180 days after the end of the tax- 
payer’s taxation year that included March 24, 1993, and file waivers 
in the form and within the time referred to in subpara. 152(4)(a)(ii) 
of the Act in respect of taxation years commencing before March 
24, 1993 with respect to the consequences of the election. And 
where a taxpayer has so elected in respect of a disposition, a form 
containing a designation under subpara. 1202(4)(a)(ii) shall be 
deemed to have been filed within the time required in that subpara- 
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graph if it is filed with the Minister of National Revenue on or 
before the day that is 180 days after the end of the taxpayer’s taxa- 
tion year that includes March 24, 1993. 


Subsecs. 1202(2) to (11) substituted for subsecs. (2) to (6) by P.C. 
1990-2780, s. 3, December 20, 1990, Canada Gazette, Part I, Janu- 
ary 16, 1991, applicable (except for cl. (2)(b)(i)(C) and subsec. (9)) 
to taxation years ending after February 17, 1987 except that the 
Minister of National Revenue shall be deemed to have been notified 
in circumstances satisfying the condition in para. 1202(7)(g)or (h) if 
the Minister is notified in writing of the agreement referred to 
therein before July 16, 1991. 


Cl. 1202(2)(b)(i)(C) and subsec. 1202(9) are applicable to taxation 
years ending after February 17, 1987 except that with respect to 
property acquired before January 15, 1987, or acquired before 1988, 
where the person acquiring the property is considered for the pur- 
poses of section 66.7 of the Act to have been obliged on that date to 
acquire the property pursuant to the terms of an agreement in writ- 
ing entered into on or before that date, 


a) cl. (2)(b)(i)(C) shall be read_as follows: 


“(C) where the particular property was an interest in or a, 
right to take or remove petroleum or natural gas or a right 
to take or remove minerals from a property, the produc- 
tion from that property,”; and 


(b) subsec. (9) is not applicable. 


That portion of subsec. 1202(2) preceding para. (a) substituted by 
P.C. 1990-2256, subsec. 1(1), October 18, 1990, Canada Gazette, 
Part Il, November 7, 1990, applicable in respect of taxation years 
commencing after 1984. 


Subsec. 1202(2.1) added by the said) P.C. 1990-2256, subsec. 1(2), 
applicable in respect of taxation years commencing after 1984 ex- 
cept that the Minister of National Revenue shall be deemed to have 
been notified in circumstances satisfying the condition set out in 
para. (c) if the Minister is notified in writing of the agreement re- 
ferred to therein before May 7, 1991. 


That portion of subsec. 1202(3) preceding para. (a) substituted by 
the said P.C. 1990-2256, subsec. 1(3), applicable in respect of taxa- 
tion years commencing after 1984. 


Subsec. 1202(3.1) added by the said P.C. 1990-2256, subsec. 1(4), 
applicable in respect of taxation years commencing after 1984 ex- 
cept that the Minister of National Revenue shall be deemed to have 
been notified in circumstances satisfying the condition set out in 
para. (c) if the Minister is notified in writing of the agreement re- 
ferred to therein before May 7, 1991. 


Subsec. 1202(3.2) added by P.C. 1990-2256, subsec.. 1(4), apple 
ble to taxation years ending after July 19, 1985. 


Para. 1202(4)(e.1) added by the said P.C. 1990-2256, subsec. 1(5), 
applicable to 1985 et seg. except that where the Minister of National 
Revenue is notified in writing of the agreement referred to in the 
para. before May 7, 1991 the requirement in the para. with regard to 
notifying the Minister shall be deemed to have been satisfied. 


That portion of subsec. 1202(2) preceding para. (a) substituted by 
P.C. 1990-162, subsec. 1(1), February 1, 1990, Canada Gazette, 
Part II, February 14, 1990, applicable with respect to acquisitions 
occurring after 1982 except that with respect to acquisitions occur- 
ring after 1982 and in taxation years commencing before 1985, the 
reference to “Canadian resource properties of the predecessor” shall 
be read as a reference to “property of the predecessor used by the 
predecessor in carrying on in Canada any of the businesses de- 
scribed in any of subparagraphs 66(15)(h)(1) to (vil) of the Act as 
were carried on by the predecessor”. 


That portion of subsec. 1202(3) preceding para. (a) substituted by 
the said P.C. 1990-162, subsec. 1(2), applicable with respect to ac- 
quisitions occurring after 1982 except that with respect to acquisi- 
tions occurring after 1982 and in taxation years commencing before 
1985, the reference to “Canadian resource properties of the first suc- 
cessor corporation” shall be read as a reference to “property of the 
first successor corporation used by it in carrying on in Canada such 
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of the businesses described in any of subparagraphs 66(15)(h)(i) to 
(vil) of the Act.as were carried on by i”. 


Para. 1202(4)(d) was substituted by the said P.C. 1990-162, subsec. 
1(3), applicable with respect to transactions occurring in taxation 
years commencing after 1984. 


Para. 1202(4)(f) substituted by subsec. 1(4) of the said P.C, 1990- 
162, applicable to taxation years ending after March 1985. 


That portion of subsec. 1202(5) preceding para. (a) substituted by 
the said P.C; 1990-162, subsec. 1(5), applicable with respect to ac- 
quisitions occurring after 1982 except that with respect to acquisi- 
tions occurring after 1982 and in taxation years commencing before 
1985, the reference to “Canadian resource properties of the prede- 
cessor” shall be read as a reference to “property of the predecessor 
used by the predecessor in carrying on in Canada any of the busi- 
nesses described in any of subparagraphs 66(15)(h)(1) to (vii) of the 
Act as were carried on by the predecessor”. 


Cl. 1202(2)(a)(G)(A) substituted by P.C. 1986-2590, subsec. 7(1), 
November 20; 1986, Canada Gazette, Part II, December 10, 1986, 
applicable after April 19, 1983. 


Subpara. 1202(3)(a)(i) substituted by the said P.C. 1986-2590, sub- 
sec. 7(2), applicable after April 19, 1983. 


That portion of subsec. 1202(2) preceding para. (a) substituted by 
P.C. 1985-2277, subsec. 3(1), July 24, 1985, Canada Gazette, Part 
II, August 7, 1985, applicable with respect to acquisitions of prop- 
erty occurring after April 19, 1983. 


Para. 1202(4)(d) substituted by the ‘said P.C. 1985-2277, subsec. 
3(2), applicable with respect to acquisitions of property occurring 
after April 19, 1983. 


That portion of subsec. 1202(5) preceding para. (a) substituted by 
the said P:C. 1985-2277, subsec. 3(3), applicable with respect to ac- 
quisitions of property occurring after April 19, 1983. 


Subsec. 1202(1) substituted by P.C. 1985-465, subsec. 3(1), Febru- 
ary 14, 1985, Canada Gazette, Part Il, March 6, 1985, applicable to 
taxation years ending after November 12, 1981. 


That portion of cl.-1202(2)(a)G)(D) preceding subcl. (1) substituted, 
applicable with respect to. amounts that, after March 6, 1985, be- 
come-receivable;, and subcls» 1202(2)(a)(@)(D)(1) and (II) substi- 
tuted,. applicable after. January 1, 1981, by P.C. 1985-465, subsecs. 
3(2) and (3), February 14, 1985, Meier Gazette, Part Hl, March 6, 
1985. 


That portion of subpara. 1202(3)(a)(iv) preceding cl. (A) substi- 
tuted, applicable with respect to amounts that, after March 6, 1985, 
become receivable; cls. 1202(3)(a)(iv)(A) and (B) substituted, effec- 
tive from January 1, 1981, by the said P.C. 1985-465, subsecs. 3(4), 
(5). 


Subsec. 1202(4) added by the said P.C. 1985-465, subsec. 3(6), ap- 
plicable to taxation years ending after November 12, 1981. 


Subsecs: .1202(5), (6) added by the said P.C. 1985-465, subsec. 3(6), 
applicable to taxation years ending after November 12, 1981. 


That portion of subsec. 1202(2) preceding para. (a) and that portion 
of subpara. 1202(2)(a)(i) following cl. (B) substituted by P.C. 1981+ 
3329, subsecs. 3(1), (2), November 26, 1981, Canada Gazette, Part 
II, December 9, 1981, applicable in respect of taxation years ending 
after December 11, 1979 except that cls. 1202(T)(ay(), (D) effec- 
tive in respect of 1981 ef seq. 


All that portion of subsec. 1202(3) preceding para. (b) substituted 
by the said P.C. 1981-3329, subsec. 3(3), applicable in respect of 
taxation years ending after December 11, 1979 except that subparas. 
1202(3)(a)(iii), (iv) effective in respect of 1981 ef seq: 


That portion of subsec. 1202(2) preceding para. (a) substituted, cl. 
1202 (2)(a)(i)(B) added, and former cl. 1202(2)(a)(i)(B) renumbered 
as (C), by P.C. 1980-1483, subsecs. 2(1), (2), June 5, 1980, Canada 
Gazette, Part II, June 25, 1980, effective November 17, 1978. 

All that portion of subsec. 1202(3), preceding subpara. (a)(ii) substi- 


tuted by the said P.C. 1980-1483, subsec. 2(3), effective November, 
V7, T9F8: 
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All that portion of subsec, 1202(2) preceding para. (a) substituted 
by P.C. 1979-649, subsec. 2(1), March 8, 1979; Canada Gazette; 
Part II, March 28, 1979, effective commencing April 29, 1978. 


Para. 1202(2)(b) substituted by the said P.C, 1979-649, subsec. 2(2); 
effective commencing April 29, 1978. 

All that portion of subsec. 1202(3) preceding pata. (b) substituted 
by the said P.C. 1979-649, subsec. 2(3), ‘applicable to 1977 ef seq. 


Subsec. 1202(1) substituted by subsec. 4(1) of P.C. 1978-1849, June 
8, 1978, Canada Gazette, Part II, June 28, 1978, applicable on and 
after April 1, 1977. ' 

All that portion of subsec. 1202(2) preceding subpara. (a)(ii) substi- 
tuted by subsec. 4(2) of P.C. 1978-1849, June 8, 1978, Canada Ga- 
zette, Part Il, June 28, 1978, applicable to 1977 et seg. 

Subpara. 1202(2)(a)(ii) substituted by subsec. 4(3) of the said P.C. 
1978-1849, applicable to taxation years ending after May 6, 1974. 


Subpara. 1202(2)(b)(ii) substituted by subsec. 4(4) of the said P.C. 
1978-1849, June 8, 1978, Canada Gazette, Part II, June 28, 1978, 
applicable to taxation years ending after May 6, 1974. 


All that portion of subsec. 1202(3) preceding para. (b), substituted 
by subsec. 4(5) of the said P.C. 1978-1849, applicable to 1977 et 
Seq. 


Para. 1202(3)(b) substituted by subsec. 4(6)-of the said P.C, 1978- 
1849, applicable to taxation years ending after May 6, 1974. 


1203. Mining exploration depletion — (1) In 
computing a taxpayer’s income for a taxation year 
there may be deducted such amount as he may claim 
not exceeding the lesser of 


(a) the amount if any, by which 
(i) the aggregate of 


(A) 25 per cent of his income for the year, 
computed in accordance with Part I of the 
Act without reference to paragraph 
59(3.3)() thereof and on the assumption 
that no deduction were allowed under sec- 
tion 65 thereof, and | 

(B) the amount, if any, included: in com- 
puting his income for the year by virtue of 
paragraph 59(3.3)(f) of the Act 


exceeds 


(ii) the aggregate of amounts deducted under 
sections 1201, 1202, 1207 and 1212 in.com- 
puting his income for the year; and 


(b) his mining exploration depletion base as of 
the end of the year (before making any deduction 
under this subsection for the year). 


(2) For the purposes of this section, “mining explora- 
tion depletion base” of a taxpayer as of a particular 
time means the amount by which the aggregate of 


(a) 33145 per cent of the amount by which 


(i) the aggregate of all amounts each of which 
was the stated percentage of an expenditure 
that is, or but for paragraph 66(12.61)(b) of 
the Act would be, incurred by the taxpayer af- 
ter April 19, 1983. and before the particular 
time and each of which was.a Canadian explo- 
ration, expense 

(A) described in subparagraph 66.1(6)(a) 

(iii) of the Act, or 
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(B) that would have been described in sub- 
paragraph 66.1(6)(a)(iv) [66.1(6)°Cana- 
dian exploration expense’’(h)] or (v) [sub- 
para. (i)] of the Act if the references in 
those subparagraphs to “any. of subpara- 
graphs (1) to (iti.1)” were read as “‘subpara- 
graph (ii1)”, 

other than an expense described in clause (A) 

or (B) that was 


(C) an expense renounced by the taxpayer 
under subsection ,66(10.1) or (12:6) of the 
Act, 


(D) an amount that was a Canadian explo- 
ration and development overhead expense 
of the taxpayer, 


(E) an amount that was in respect of fi- 
nancing, including any cost incurred prior 
to the commencement of carrying on a 
business, or 


_ (F) an eligible expense within the meaning 
of the Canadian Exploration Incentive 
Program Act in respect of which the tax- 
payer, a partnership of which the taxpayer 
was a member or a principal-business cor- 
poration of which the taxpayer was a 
shareholder, has received, is deemed to 
have received, is entitled to receive or may 
reasonably be expected to receive at any 
time an incentive under that Act, » 


exceeds 


(ii) the aggregate of all amounts each of which 
is the stated percentage of an amount of assis- 
tance. (within the meaning assigned by para- 
graph 66(15)(a.1) [66(15)“assistance”] of the 
Act) that any person has received, is entitled 
to receive or, at any time, becomes entitled to 
receive in respect of an expense that would be 
described in subparagraph (1) if that subpara- 
graph were read without reference to clause 
(C) thereof; other than such an amount in re- 
spect of an expense renounced under subsec- 
tion 66(10.1) or (12.6) of the Act 


(A) by a corporation in favour of the tax- 
payer, where the amount of that assistance 
is excluded from the aggregate in respect 
of which the expense is so renounced, or 


(B) by the taxpayer, where the amount of 
that assistance is not excluded from the ag- 
gregate in respect of which the expense is 
so renounced, and 


(b) where the taxpayer is a successor corporation, 
any amount required by paragraph (3)(a) to be 
added before the particular time in computing the 
taxpayer’s mining exploration depletion base 


exceeds the aggregate of 


(c) all amounts each of which is an amount de- 
ducted by the taxpayer under subsection (1) in 
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computing his income for a taxation year ending 
before the particular time; and ~ 


(d) where the taxpayer is a predecessor, all 
amounts required by paragraph (3)(b) to be de- 
ducted before the particular time in computing 
the taxpayer’s mining exploration depletion base. 


(3) Subject to subsections 1202(5) and (6), where a 
corporation (in this section referred to as the “suc- 
cessor corporation’) has at any time (in this subsec- 
tion referred to as the “time of acquisition”) after 
April 19, 1983 and in a taxation year (in this subsec- 
tion referred to as the “transaction year’) acquired a 
property from another person (in this subsection re- 
ferred to as the “predecessor’) the following rules 
apply: 
(a) forthe purpose of computing the mining ex- 
ploration depletion base. of the successor corpora- 
tion as of any time after the time of acquisition, 
there shall be added an amount qual to the 
amount required by paragraph (b) to be deducted 
in computing the mining exploration depletion 
base of the predecessor; and 


(b) for the purpose of computing the mining ex- 
ploration depletion. base of the predecessor as of 
any time after the transaction, year of the prede- 
cessor, there shall be deducted the amount, if any, 
by which 
(i) the mining’ exploration depletion base of 
the predecessor immediately after: the time of 
acquisition (assuming for this purpose that, in 
the case of an acquisition as a result of an 
amalgamation described in section 87 of the 
Act, the predecessor existed after the time of 
acquisition and no property was acquired or 
disposed of in the course of the 
amalgamation) 


exceeds 


(ii) the amount, if any, deducted under subsec- 
tion (1) in computing the income: of the prede- 
cessor for the transaction year of the 
predecessor. 


(3.1) [Revoked] 


(4) For greater certainty, where an expense incurred 
before a particular time is included in the aggregate 
calculated under subparagraph (2)(a)(@) in respect of 
a taxpayer and subsequent to the particular time any 
person becomes entitled to receive an amount of as- 
sistance (within the meaning assigned by paragraph 
66(15)(a.1) [66(15)‘‘assistance’’] of the Act) that is 
included in the aggregate calculated under subpara- 
graph (2)(a)(ii), the stated percentage of the amount 
of assistance shall be included in the amounts: re- 
ferred to in subparagraph (2)(a)(it) in respect of the 
taxpayer at the time the expense was incurred. 

History: That portion of subparas. 1203(2)(a)(i) and (ii) preceding 
cl. (A), and subsec. (4) substituted, cl. (2)(a)(i)(F) added, by P.C. 
1990-2780, subsecs. 4(1), (2), (3), (6), December 20, 1990, Canada 
Gazette, Part I, January 16, 1991, applicable to 1988 et seq. 


Income Tax Regulations 


That portion of subsec. 1203(3) preceding para. (a) substituted, (3.1) 
revoked, by subsecs.’ 4(4), (5) of the said P.C. 1990-2780, applica-> 
ble to taxation years ending after February 17, 1987. 

That portion of subpara. 1203(2)(a)(i) preceding cl. (A), cl. 

(2)(a)(i)(C), subpara. (2)(a)(ii) and subsec. (4) were substituted by 
P.C..1990-2256, subsecs. 2(1) to (3) and (6), October 18, 1990, 
Canada Gazette, Part II, November 7, 1990,-applicable in respect of 
expenditures or expenses incurred after February 1986. 

That portion of subsec. 1203(3) preceding para. (a) was substituted 
by subsec. 2(4) of the said P.C. 1990-2256, applicable in respect of 
taxation years commencing after 1984. 

Subsec. -1203(3:1) was added by subsec. 2(5) of the said P.C. 1990- 
2256, applicable in respect of taxation years Commencing after 1984 
except. that the. Minister of National Revenue. shall be deemed to 
have. been notified in circumstances satisfying the condition set out 
in para. (c) if the Minister is notified in writing of the agreement 
referred to therein within 180 days after November 7, 1990. — 


That portion of subsec. 1203(3) preceding para. (a) substituted by 
P.C. 1990-162, s. 2, applicable with respect to acquisitions occur- 
ring after 1982 except that with respect to acquisitions occurring af- 
ter 1982 and in taxation years commencing before 1985, the refer- 
ence to “Canadian resource properties of the predecessor” shall be 
read as a reference to “property of the predecessor used by the pred- 
ecessor in carrying on in Canada such of the businesses described in 
any of subparagraphs 66(15)(h)(i) to (vii) of the Act as were carried 
on by the predecessor’. , 


Subpara. 1203(1)(a)G) sauteed: sppHtebie to oreo years end- 
ing after April 19, 1983, all that portion of subsec. 1203(3) preced- 
ing para. (a) substituted, applicable with respect to acquisitions of 
property occurring after April 19, 1983, by P.C. 1985-2277, sub- 
secs. 4(1) and (2), July 24,1985, Canada Gazette, Part II, August 7, 
1985. 

S. 1203 added by P.C. 1985-465, s. 4, February. 14, 1985, Canada 
Gazette, Part II, March 6, 1985, applicable with aie to expenses 
incurred after April 19, 1983. 


Former s. 1203 revoked by P.C. 1981-3329, s. 4,.November 26, 
1981, Canada Gazette, Part I, December 9, 1981, applicable’t in re- 
spect of taxation years ending after December 11, 1979. 


1204. Resource profits — (1) For the purposes of 
this Part,’“‘gross resource profits” of a taxpayer for a 
taxation year means the amount, if any, by which the 
total of 


(a) the amount, if any, by which the aggregate of 


(i) the aggregate of amounts, if any, that 
would be included in computing the tax- 
payer’s income for the year by virtue of sub- 
section 59(2) and paragraphs 59(3.2)(b) and 
59.1(b) of the Act if subsection 59(2). were 
read without reference to subsection 64(1) 
therein, and 


(i.1) the amount, if any, by which the amount 
included in computing his income for the year 
by virtue of paragraph 59(3.2)(c) of the Act 
exceeds the proceeds of disposition of prop- 
erty described in clause 66(15)(c)Gi)(A) 
[66(15)“Canadian resource property’’(b)(i)] of 
the Act that became receivable in the year or a 
preceding taxation year and after December 
31, 1982 to the extent that such proceeds have 
not been deducted in determining the amount 
under this subparagraph for a eee oe taxa- 
tion year 
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exceeds 


(ii) the aggregate of amounts, if any, deducted 
in computing his income for the year by virtue 
of paragraph 59.1(a) and subsections 64(1.1) 
and (1.2) of the Act, 


(b) the amount, if any, of the aggregate of his in- 
comes for the year from 


(i) the production of petroleum, natural gas or 
related hydrocarbons from 


(A) oil or gas wells in Canada operated by 
the taxpayer, or 


(B) natural accumulations (other than min- 
eral resources) of petroleum or natural gas 
in Canada operated by the taxpayer, 


(11) the production and processing in Canada 
of 


(A) ore, other than iron ore or tar sands 
ore, from mineral resources in Canada op- 
erated by him to any stage that is not be- 
yond the prime metal stage or its 
equivalent, 


(B) iron ore from mineral resources in 
Canada operated by him to any stage that 
is not beyond the pellet stage or its 
equivalent, and 


(C) tar sands ore from mineral resources in 
Canada operated by him to any stage that 
is not beyond the crude oil stage or its 
equivalent, 


(iii) the processing in Canada of 


(A) ore, other than iron ore or tar sands 
ore, from mineral resources in Canada not 
operated by him to any stage that is not be- 
yond the prime metal stage or its 
equivalent, 


(B) iron ore from mineral resources in 
Canada not operated by him to any stage 
that is not beyond the pellet stage or its 
equivalent, and 


(C) tar sands ore from mineral resources in 
Canada not operated by him to any stage 
that is not beyond the crude oil stage or its 
equivalent, 


(iv) the processing in Canada of 


(A) ore, other than iron ore or tar sands 
ore, from mineral resources outside Can- 
ada to any stage that is not beyond the 
prime metal stage or its equivalent, 


(B) iron ore from mineral resources 
outside Canada to any stage that is not be- 
yond the pellet stage or its equivalent, and 


(C) tar sands ore from mineral resources 
outside Canada to any stage that is not be- 
yond the crude oil stage or its equivalent, 
and . 


(v) the processing in Canada of heavy crude 
oil recovered from an oil or gas well in Can- 
ada to any stage that is not beyond the crude 
oil stage or its equivalent, 


(b.1) the total of all amounts (other than an 
amount included because of paragraph (b) in 
computing the taxpayer’s gross resource profits 
for the year) each of which is an amount included 
in computing the taxpayer’s income for the year 
asa rental or royalty computed by reference to 
the amount or value of production from a natural 
accumulation of petroleum or natural gas in Can- 
ada, an oil or gas well in Canada or a mineral re- 
source in Canada, and 


(c) if the taxpayer owns all the issued and out- 
standing shares of the capital stock of a railway 
company throughout the year, the amount that 
may reasonably be considered to be the railway 
company’s income for its taxation year ending in 
the year from the transportation of such of the 
taxpayer’s ore as is described in clause (b)(ii)(A), 
(B) or (C), 


exceeds the aggregate of the taxpayer’s losses for the 
year from the sources described in paragraph (b), 
where the taxpayer’s incomes and losses are com- 
puted in accordance with the Act on the assumption 
that the taxpayer had during the year no incomes or 
losses except from those sources and was allowed no 
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deductions in computing the taxpayer’s income for 
the year other than 


(d) amounts deductible under section 66 of the 
Act (other than amounts in respect of foreign ex- 
ploration and development expenses) or subsec- 
tion 17(2) or (6) or section 29 of the Income Tax 
Application Rules, for the year; 


(e) the amounts deductible or deducted, as the 
case may be, under section 66.1, 66.2 (other than 
an amount that is in respect of a property de- 
scribed in clause 66(15)(c)(ii)(A) [66(15)“Cana- 
dian resource property’’(b)(i)] of the Act), 66.4, 
66.5 or 66.7 (other than subsection (2) thereof) of 
the Act for the year; and 


(f) any other deductions for the year that can rea- 
sonably be regarded as applicable to the sources 
of income described in paragraph (b) or (6.1), 
other than a deduction under paragraph 20(1)(ss) 
or (tt) of the Act or section 1201 or subsection 
1202(2),,. L205 Cy, 120701) or E21 2Cr). 
History: The opening words of subsec. 1204(1), cl. 
1204(1)(b)(i)(B), and paras. 1204(1)(b.1) and (f) amended by P.C. 
1996-1488, subsecs. 2(1) to (4), September 24, 1996, Canada Ga- 
zette, Part Il, October 16, 1996; the opening words to subsec. (1) 
applicable to taxation years that begin after December 20, 1991; cl. 
(b)(i)(B) applicable to taxation years that end after March 1985; 
para. (b.1) applicable to taxation years that begin after 1990; para. 
(f) applicable to taxation years that end after February 22, 1994. 


Para. 1204(1)(d) amended by P.C. 1994-1817, s. 48, November 1, 
1994, Canada Gazette, Part Il, November 30, 1994. 


Subpara. 1204(1)(b)(i) substituted by P.C. 1990-2780, subsec. 5(1), 
December 20, 1990, Canada Gazette, Part I, January 16, 1991, ap- 
plicable to taxation years ending after March 1985. 


All that portion of subsec. 1204(1) between paras. (b.1) and (d) sub- 
stituted by subsec. 5(2) of the said P.C. 1990-2780, applicable to 
taxation years commencing after 1987. 


Paras. 1204(1)(e), (f) substituted by subsec. 5(3) of the said P.C. 
1990-2780, applicable to taxation years ending after February 17, 
1987. 


Subpara. 1204(1)(a)(i) substituted by P.C. 1990-162, subsec. 3(1), 
February 1, 1990, Canada Gazette, Part II, February 14, 1990, ap- 
plicable to taxation years commencing after 1984. 


Subpara. 1204(1)(b)(i) and para. (b.1) substituted by subsecs. 3(2) 
and (3) of the said P.C. 1990-162, applicable to taxation years end- 
ing after March 1985. 


Para. 1204(1)(e) substituted by subsec. 3(4) of the said P.C. 1990- 
162, applicable to 1985 et seq. 


All that portion of para. 1204(1)(a) preceding subpara. (ii) and para. 
1204(1)(e) substituted, applicable to taxation years commencing af- 
ter 1982; subparas. 1204(1)(b)(ii) to (v) substituted, applicable to 
taxation years commencing after November 12, 1981; para. 
1204(1)(f) substituted, applicable to taxation years ending after 
April 19, 1983; all that portion of subsec. 1204(1) following para. 
(b.1) and preceding para. (c), and para. (c) substituted, para. 
1204(1)(c.1) added by P.C. 1985-465, subsecs. 5(1)—-(5), February 
14, 1985, Canada Gazette, Part II, March 6, 1985. 


Paras. 1204(1)(a), (b.1), (e), (f) substituted, subpara. 1204(1)(b)(v) 
added by P.C. 1981-3329, subsecs. 5(1)-(4), November 26, 1981, 
Canada Gazette, Part Il, December 9, 1981, applicable, as to paras. 
1204(1)(a), (e), in respect of taxation years ending after December 
11, 1979, as to subpara. 1204(1)(b)(v), in respect of 1981 et seq. 
Subpara. 1204(1)(b)(v) revoked, para. 1204(1)(b.1) added by P.C. 
1981-411, February 19, 1981, Canada Gazette, Part II, March 11, 
1981, effective December 12, 1979. 
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Para. 1204(1)(f) substituted by P.C. 1979-649, s. 3, March 8, 1979, 
Canada Gazette, Part II, March 28, 1979, effective for taxation 
years ending after April 10, 1978. 


Para. 1204(1)(a) substituted by P.C. 1978-1849, s. 5, June 8, 1978, 
Canada Gazette, Part II, June 28, 1978, applicable to 1977 et seq. 


Selected Cases [Reg. 1204(1)]: Gulf Canada Resources v. Can- 
ada, [1995] 1 C.T.C. 334 (FCA) (Production as “business” must in- 
clude disposition of material by sale or otherwise). 


(1.1) For the purposes of this Part, “resource profits” 
of a taxpayer for a taxation year means the amount, 
if any, by which the taxpayer’s gross resource profits 
for the year exceeds the total of 


(a) all amounts deducted in computing the tax- 
payer’s income for the year other than 


(i) an amount deducted in computing the tax- 
payer’s gross resource profits for the year, 


(ii) an amount deducted under any of section 
8, paragraphs 20(1)(ss) and (tt), sections 60 to 
64 and subsections 66(4), 66.7(2) and 104(6) 
and (12) of the Act and section 1201 and sub- 
sections 1202(2), 1203(1), 1207(1) and 
1212(1) in computing the taxpayer’s income 
for the year, 

(iii) an amount deducted under section 66.2 of 
the Act in computing the taxpayer’s income 
for the year, to the extent that it is attributable 
to any right, licence or privilege to store un- 
derground petroleum, natural gas or related 
hydrocarbons in Canada, 


(iv) an amount deducted in computing the tax- 
payer’s income for the year from a business, 
or other source, that does not include any re- 
source activity of the taxpayer, and 


(v) an amount deducted in computing the tax- 
payer’s income for the year, to the extent that 
the amount 


(A) relates to an activity 


(I) that is not a resource activity of the 
taxpayer, and 


(II) that is 


1. the production, processing, manu- 
facturing, distribution, marketing, 
transportation or sale of any 
property, 

2. carried out for the purpose of 
earning income from property, or 


3. the rendering of a service by the 
taxpayer to another person for the 
purpose of earning income of the 
taxpayer, and 
(B) does not relate to a resource activity of 
the taxpayer, 
(b) all amounts each of which is the amount, if 
any, by which 
(i) the amount that would have been charged 


to the taxpayer by a person or partnership with 
whom the taxpayer was not dealing at arm’s 


2080 


Part XII — Resource and Processing Allowances 


length if the taxpayer and that person or part- 
nership had been dealing at arm’s length 


(A) for the use after March 6, 1996 and in 


the year of a property (other than money) 
owned by that person or partnership, or 


(B) for the provision after March 6, 1996 
and in the year by that person or partner- 
ship of a service to the taxpayer — 


exceeds the total of 


(ii) the amount charged to the taxpayer for the 
use of that property or the provision of that 
service in that period, and 


(iii) the portion of the amount described in 
subparagraph (i) that, if it had been charged, 
would not have been deductible in computing 
the taxpayer’s resource profits, and 


(c) where the year ends after February 21, 1994, 
all amounts added under subsection 80(13) of the 
Act in computing the taxpayer’s gross resource 
profits for the year. 
History: Subsec. 1204(1.1) added by P.C. 1996-1488, subsec. 2(5), 
September 24, 1996, Canada Gazette, Part II, October 16, 1996, ap- 
plicable to taxation years that begin after December 20, 1991 except 
that, for each taxation year that began before July 24, 1992, the 
amount determined under para. 1204(1.1)(a) is deemed to be equal 
to the, amount determined by the formula 


B 
AvX i= 
ie 
where . 
A is the total that would otherwise be determined under that 
paragraph; 
” Bis the number of days in the year that are after July 23, 1992; 
and 


C is the number of days in the year. 


(1.2) For the purposes of paragraph (1.1)(b) and this 
subsection, 


(a) a taxpayer is Tonsideed not to deal at arm’s 
length with a partnership where the taxpayer does 
not deal at arm’s length with any member of the 
partnership; 

(b) a partnership is considered not to deal at 
arm’s length with another partnership, where any 
member of the first partnership does not deal at 
arm’s length with any member of the second 
partnership; 


(c) where a taxpayer is a member, or is deemed 
by this paragraph to be a member, of a partner- 
ship that is a member of another partnership, the 
taxpayer is deemed to be a member of the other 
partnership; and 


(d) the provision of a service to a taxpayer does 
not include the provision of a service by an indi- 
vidual in the individual’s capacity as an em- 
ployee of the taxpayer. 
History: Subsec. 1204(1.2) added by P.C. 1996-1488, subsec. 2(5), 
September 24, 1996, Canada Gazette, Part II, October 16, 1996, ap- 
plicable to taxation years that end after March 6, 1996. 
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(2) For greater certainty, for the purposes of this sec- 


tion, in computing the income or loss of a trust for a 
taxation year from the sources described in 
paragraphs (1)(b) and (b.1), no deduction shall be 
made in respect of amounts deductible by. the trust 
pursuant to subsection 104(6) or (12) of the Act. 


History: Subsec. 1204(2) substituted by P.C. 1985-465, subsec. 
5(6), February 14, 1985, Canada Gazette, Part II, March 6, 1985. 


(3) A taxpayer’ s income or loss from a source de- 
scribed in paragraph (1)(b) does not include 


(a) any income or loss derived from transporting, 
transmitting or processing (other than processing 
described in clause (1)(b)(ii)(C), (iii)(C) or 
(iv)(C) or subparagraph (1)(b)(v)) petroleum, nat- 
ural gas or related hydrocarbons 


(b) any income or loss arising because of the ap- 
plication of paragraph 12(1)(z.1) or (z.2) or sec- 
tion. 107.3 of the Act; and 

(c) any income or loss that can reasonably be at- 
tributed to a service rendered by the taxpayer 
other than processing described in subparagraph 


(1)(b)(@11), (iv) or (Vv). 
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History: Subsec. 1204(3) amended by P.C. 1996-1488, subsec. 
2(6), September 24, 1996, Canada Gazette, Part II, October 16, 
1996, applicable to taxation years that end after February 22, 1994, 
except that para. 1204(3)(c) does not apply to taxation years that 
began before. March 7, 1996. . 


Subsec. 1204(3) substituted by P.C. 1985-465, subsec. 5(7), Febru- 
ary 14,1985, Canada Gazette, Part II, March 6, 1985, applicable to 
taxation years commencing after November 12, 1981. 


Subsec. 1204(3) substituted by P.C. 1981-3329, subsec. 5(5), No-. 


vember 26, 1981, Canada Gazette, Part II, December 9, 1981, ap- 
plicable in respect of 1981 et seq. 


(4) Notwithstanding any other provision in this. Part, 
for the purposes of this Part, the income or loss of a 
taxpayer for a taxation year shall be computed on the 
assumption that paragraphs 12(1)(o) and 18(1)(m) 
and subsections 69(6) to (10) of the Act were not ap- 
plicable to 


(a) amounts receivable and the fair market value 
of any property receivable by the Crown as a roy- 
alty, tax, rental or levy with respect to the Syn- 
crude Project, or as an amount however de- 
scribed, that may reasonably be regarded as being 
in lieu of any of the preceding amounts, 


(b) dispositions of leased substances to the 
Crown by the participant, and 


(c) acquisitions of leased substances frotl tlie 
Crown by the participant, 


where the taxpayer has been granted a remission of 
tax for the year pursuant to subsection a) of the 
Syncrude Remission Order. 


(5) For the purposes of subsection (4), “Crown”, 
“leased substances”, “participant” and “Syncrude 
Project” have the meanings assigned by section 2 of 
the Syncrude Remission Order. 


History: Subsecs: 1204(4), (5) added By Pic. 1980-425, February 
8, 1980, Canada Gazette, Part U1, February 27, 1980, effective in 
respect of 1979 et seq. 


(6) [Repealed] 


History: Subsec. 1204(6) repealed by P.C. 1996-1488, subsec. 
2(7), September 24, 1996, Canada Gazette, Part II, October 16, 
1996, applicable to taxation years that begin after 1990. 


That portion of subsec. 1204(6) preceding para. (a) substituted by 
P.C. 1990-162, subsec. 3(5), Canada Gazette, applicable to taxation 
years ending after March 1985. 


Subsec. 1204(6) added by P.C. 1981-411, February 19, 1981, Can- 
ada Gazette, Part Il, March 11, 1981, effective in respect of the pe- 
riod before these Regulations are published in the Canada Gazette 
commencing December 12, 1979. 


Selected Cases [s. 1204]: Gulf Canada Resources Ltd. v.. Can- 
ada, [1996] 1 C.T.C. 55 (TCC) (Bitumen and bituminous sands 
were “petroleum. . .or related hydrocarbons”). 


1205. Earned depletion base — (1) For the pur- 
poses of this Part “earned depletion base” of a tax- 
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payer as of a particular time means the amount by 
which 33'/3 per cent of the aggregate of 


(a) all amounts, in respect of expenditures (other 
than expenditures to acquire property under cir- 
cumstances that entitled the taxpayer to a deduc- 
tion under section 1202 or would so entitle the 
taxpayer if the amounts referred to in paragraphs 
1202(2)(a), and (b) were sufficient for the pur- 
pose) incurred by the taxpayer after November 7, 
1969 and before the particular time, each of 
which was 


(i) a Canadian exploration and development 
expense or would have been such an expense 
if it had been incurred after 1971 and was ac- 
tually incurred before May 7, 1974, other than 


(A) a cost of borrowing capital, including 
any cost incurred prior to the commence- 
ment of carrying on a business, that was a 
Canadian exploration expense or an explo- 
ration, prospecting and development ex- 
pense, as the case may be, of the taxpayer, 


(B) the cost to the taxpayer of any Cana- 
dian resource property acquired by the 
taxpayer, 


(C) a Canadian exploration and develop- 
ment expense that was incurred after a 
mine had come into production in reasona- 
ble commercial quantities and may reason- 
ably be considered to be related to the 
mine or to a potential or actual extension 
thereof, 


(D) an expense that would have been de- 
scribed in clause (C) if it had been incurred 
after 1971, 


(E) an expense renounced by the taxpayer 
under subsection 66(10) of the Act or sub- 
section 29(7) of the Income Tax Applica- 
tion Rules, 


(F) an amount that, by virtue of subpara- 
graph 66(15)(b)(iv) [66(15)“Canadian ex- 
ploration and development expenses”(d)] 
of the Act, was a Canadian exploration and 
development expense or would have ‘been 
such an expense if it had been incurred af- 
ter 1971, if such amount was a cost or ex- 
pense referred to in clause (A), (B), (©), 
(D) or (E) that was incurred by an associa- 
tion, partnership or syndicate referred to in 
that subparagraph, or 


(G) an amount that, by virtue of subpara- 
graph 66(15)(b)(v) [66(15)“Canadian ex- 
_ ploration and development expenses’’(e)] 
of the Act, was a Canadian exploration and 
development expense or would have been 
such an expense if it had been incurred af- 
ter 1971, if such amount, was a cost or ex- 
pense referred to in clause (A), (B), (C), 
(D) or (E) that the taxpayer incurred pursu- 
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ant to an agreement referred to in that 
subparagraph, 


(ii) the stated percentage of a Canadian explo- 
ration expense other than 


(A) a cost of borrowing capital, including 
any cost incurred prior to the commence- 
ment of carrying on a business, that was a 
Canadian exploration expense of the 
taxpayer, 

(B) an expense renounced by the taxpayer 
under subsection 66(10.1) of the Act, 


(C) an amount that, by virtue of subpara- 
graph 66.1(6)(a)(iv) [66.1(6)‘“Canadian ex- 
ploration expense’”’(h)] of the Act, was a 
Canadian exploration expense, if such 
amount was an expense referred to in 
clause (A), (B), (E), (F), (G) or (H) that 
was incurred by a partnership referred to in 
that subparagraph, 


(D) an amount that, by virtue of subpara- 
graph 66.1(6)(a)(v) [66.1(6)“Canadian ex- 
ploration expense”’(i)] of the Act, was a 
Canadian exploration expense, if such 
amount was an expense referred to in 
clause (A), (B), (E), (F), (G) or (H) that the 
taxpayer incurred pursuant to an agree- 
ment referred to in that subparagraph, 


(E) an amount described in clause 
66.1(6)(a)(i)(B) [66.1(6)“Canadian explo- 
ration expense’(c)(ii)] or (ii1.1)(B) [sub- 
para. (d)(ii)] of the Act, 

(F) an amount that was a Canadian explo- 
ration and development overhead expense 
of the taxpayer, 


(G) an amount that was a Canadian oil and 
gas exploration expense of the taxpayer, or 


(H) an expense described in subparagraph 
66.1(6)(a)(iii) [66.1(6)“Canadian explora- 
tion expense’’(f)] of the Act incurred after 
April 19, 1983, 


(iii) a Canadian development expense in- 
curred before 1981 other than 


(A) a cost of borrowing capital, including 
any cost incurred prior to the commence- 
ment of carrying on a business, that was a 
Canadian development expense of the 
taxpayer, 


(B) an expense renounced by the taxpayer | 


under subsection 66(10.2) of the Act, 


(C) an amount referred to in subparagraph 
66.2(5)(a)(iii) [66.2(5)“Canadian develop- 
ment expense’’(e)] of the Act, 


(D) an amount that, by virtue of subpara- 
graph 66.2(5)(a)(iv) [66.2(5)“Canadian de- 
velopment expense’’(f)] of the Act, was a 
Canadian development expense, if such 
amount was an expense referred to in 
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clause (A), (B) or (C) that was incurred by 
a partnership referred to in that subpara- 
graph, or 


(E) an amount that, by virtue of subpara- 
graph 66.2(5)(a)(v) [66.2(5)Canadian de- 
velopment expense’’(g)] of the Act, was a 
Canadian development expense, if such 
amount was an expense referred to in 
clause (A), (B) or (C) that the taxpayer in- 
curred pursuant to an agreement referred to 
in that subparagraph, 


(iv) the stated percentage of the capital cost to 
the taxpayer of any processing property ac- 
quired by the taxpayer principally for the pur- 
pose of 


(A) processing in Canada 


(1) ore, other than iron ore or tar sands 
ore, from a qualified resource to any 
stage that is not beyond the prime metal 
stage or its equivalent, 


(II) iron ore from a qualified resource 
to any stage that is not beyond the pel- 
let stage or its equivalent, or 


(III) tar sands ore from a qualified re- 
source to any stage that is not beyond 
the crude oil stage.or its equivalent, or 


(B) processing in Canada 


(1) ore, other than iron ore or tar sands 
ore, from an exporting resource beyond 
the furthest stage to which such ore or 
similar ore from that resource was ordi- 
narily processed in Canada before such 
acquisition but not beyond the prime 
metal stage or its equivalent, 


(II) iron ore from an exporting resource 
beyond the furthest stage to which such 
ore or similar ore from that resource 
was ordinarily processed in Canada 
before such acquisition but not beyond 
the pellet stage or its equivalent, or 


(IID tar sands ore from an exporting re- 
source beyond the furthest stage to 
which such ore or similar ore from that 
resource was ordinarily processed in 
Canada before such acquisition but not 
beyond the crude oil stage or its 
equivalent, 


(v) where the taxpayer is a corporation that in- 
curred a Canadian oil and gas exploration ex- 


pense in respect of conventional lands in a 


calendar year after 1980 and before 1984, the 
specified percentage for that year of such ex- 
pense to the extent that it is not an amount or 
expense referred to in clause (ii)(A), (B) or 


(F) or an expense that would be referred to in 


clause (ii)(C) or (D) if the references in those 
clauses to “clause (A), (B), (E), (F), (G) or 
(H)” were read as “clause (A), (B) or (F)”, or 
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(vi) where the taxpayer is a corporation, 


(A) the specified percentage in respect of a 
Canadian oil and gas exploration expense 
in respect of non-conventional lands in- 
curred in a calendar year after 1980 and 


before 1985 to the extent that it is not an 


amount~ or expense referred to in clause 
(ii)(A), (B) or (F) or an expense that would 

’ be referred to in clause (ii)(C) or (E) if the 
references in those clauses to “clause (A), 
(B), (E), (),° (G)’ or’ ee were _tead as 
“clause (A); (B) or (F)”, ° 


(B) the stated percentage of a Canadian de- 
velopment expense incurred after 1980 in 
respect of a qualified tertiary oil recovery 
project of the taxpayer to the extent that 
such expense is not 


(I) an amount or expense described in 
any of clauses (1ii)(A) to (E), 


(II) an amount that-was a Canadian ex- 
ploration and development overhead 
expense of the taxpayer, or 


(IIL) an eligible expense within the 
meaning of the Canadian Exploration 
and Development Incentive Program 
Act in respect of which.the taxpayer, a 
partnership of which the taxpayer was a 
‘member, a principal-business corpora- 
tion of which the taxpayer was a share- 
holder or a joint exploration corpora- 
tion of which the taxpayer was a 
shareholder corporation has received, is 
entitled to receive or may reasonably be 
expected to receive at any time an in- 
centive under that Act, 


(B.1) the stated percentage of a Canadian 
exploration expense incurred after 1981 in 
respect of a qualified tertiary oil recovery 
project of the taxpayer that 


(1). would be. referred: to in subpara- 
-graph 66.1(6)(a)(i1)- [66.1(6)“Canadian 
exploration expense’’(c)},or (11.1) [para. 
(d)] of the .Act if. subparagraph 
66:1(6)(a)(ii) [66.1(6)“Canadian explo- 
ration expense’(c)], were read without 


reference to clause (B) [subpara. (11)] 


thereof, or 


(Il) would be referred to ‘in. subpara- 
- graph 66.1(6)(a)(iv) or (v) [66.1(6)“Ca- 
nadian exploration expense”(h) or (i)] 
of the Act if the Act were read without 
reference to clause 66.1(6)(a)(i1)(B) 
[66.1(6)“Canadian exploration ex- 
pense’”’(c)(i1)] © and~ ‘subparagraphs 
66.1(6)(a)(i), (1.1), Gi.2), (iii) and (iii.1) 
[66.1(6)“Canadian exploration ex- 
pense’’(a), (b), (e), (f) and (g)], 


“(1)\(a)Gi) and (1)(a)(iv) preceding cl. 
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other than the portion of such expense re- 
ferred to in subclause (I) or (ID) that is 


(IIL) described im any of clauses B Cua) 
to (D) and (F), 

(I[V)included in the amount deterditiled 
under se aieecre Cw! sor clause 
(vi)(A), 

(V) described ‘in ashe biaeee (yam, or 


(VI) an eligible expense within the 
meaning of the Canadian Exploration 
Incentive’ Program. Act in respect of 

- which the taxpayer, a partnership of 
which the taxpayer was a member or a 
principal-business. corporation of which 
the taxpayer was a shareholder corpora- 
tion; has. received, is entitled to receive 
or may reasonably .be expected to re- 

_ ceive at any time an incentive under 
that Act, 


. | (C),the stated percentage af the spaniel cost 
., to, 1t-of property that is teetazy recovery 
equipment, and 


(D) the stated percentage uf the capital 
cost to it-of property that is,:or but for 
Class 41 of Schedule If would be, included 
in Class 10 in Schedule II by virtue of par- 
agraph (u) of the description of that Class, 
other than the capital.cost to, it of property 
that.had; before. the property was acquired 
by it,,been used for any. purpose whatever 
by any person: with whom it was not deal- 
ing at arm’s length, 

History: Cl. 1205(1)(a)(i(E). amended by P.C, 1994-1817, s. 48, 


November 1, 1994, Canada Gazétte, Part Il, November 30, 1994, 


Those portions of para. 1205(1)(a) preceding subpara, (i), subparas. 
(A) ‘of each, and cls. 
(1)(a)(vi)(B): and (B.1) preceding subcl. (1) of.each, substituted. by 
P.C. 1990-2780, subsecs. 6(1), (2), (3), (4), (6), December 20, 1990, 


“Canada Gazette, Part II, January 16, 1971, applicable to taxation 


years ending after February 17; 1987. 


Subcl. 1205(1)(a)(vi)(B) (ID added by subsec. 6(5)-of the said P.C. 
1990-2780, applicable in respect of aa anit incurred after 
March, 1987. 


That portion of cl. 1205(1)(a)(vi)(B.1) following subel., (I) substi- 
tuted by subsec..6(7) of the said P.C. 1990-2780, applicable in re- 
spect of expenditures incurred after September 1988. 

Cls. 1205(1)(a)(vi)(C), (D) substituted by subsec. 6(8) of the said 
P.C. 1990-2780, applicable to 1988 ef seq. 

Subcls. 1205(1)(a)(vi)(B.1)(1), (ID) substituted by PC. 1990-2256, s. 
3, October 18, 1990, Canada Gazette, Part If, November 7, 1990, 
applicable in respect of,expenses incurred after March 1987. 


Cl. 1205(1)(a)G)(B) substituted by)P.C. 1990-162)s:4, February 1, 


1990, Canada Gazette, Part II, February 14, 1990, applicable to tax- 


ation years commencing after 1984. 


Subpara. 1205(1)(a)(v) substituted; cls. 1205(1)(a)Giy(©), (D), (E), 
1205(1)(a)(iv)(A) and (B), 1205(1)(a)(vi)(A) ‘substituted; cl. 
1205(1)(a)(4i)(H),: 1205(1)(a)(vi)(B. 1) added;that portion of cl. 
1205(1)(a)(vi)(B), preceding subcl. (1) substituted by P. C. 1985-465, 
subsecs. 6(1)-(9), February. 14, 1985, Canada Gazette, Part Il, 
March 6, 1985, applicable, as to cls: 1205(T)(a)Gai(C), (D), (H) and 


‘subpara. 1205(1)(a)(v) with respect to expenses incurred after April 


19, 1983: as fo cls. F205¢1)(a)(v)(A) and (B) with respect to prop- 
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erty acquired or expenditures made, as the case may be, in taxation 
years commencing after November 12, 1981: as to cl. 
1205(1)(a)(vi)(A), the renumbering of s. 1205, and the substituted 
portion of cl. 1205(1)(a)(vi)(B), commencing January 1, 1981 ex- 
cept that for the period before April 20, 1983, the reference to “in 
clause (i1)(A), (B) or (F)” or an expense that would be referred to in 
clause (ii)(C) or (D) if the references in those clauses to “clause (A), 
(B), (E), (F), (G) or (H)” were read as “clause (A), (B) or (F)” in 
1205(1)(a)(vi)(A) shall be read as “in any of clauses (ii)(A) to (D) 
and (F)”; as to cl. 1205(1)(a)(ii)(E), to 1984 et seq.; as to cl. 
1205(1)(a)(vi)(B.1), from January 1, 1982. 


All that portion of para. 1205(a) preceding subpara. (i), cls. 
1205(a)(i)(A), (ii)(A), all that portion of subpara. 1205(a)(iii) pre- 
ceding cl. (B) substituted, cls. 1205(a)(ii)(F), (G), subparas. 
1205(a)(v), (vi) added by P.C. 1981-3329, subsecs. 6(1)-(6), No- 
vember 26, 1981, Canada Gazette, Part II, December 9, 1981, ap- 
plicable as to that portion of para. 1205(a) preceding subpara. (i), in 
respect of taxation years ending after December 11, 1979, as to cls. 
1205(a)(i)(F), (G) and that portion of subpara. 1205(a)(iii) preced- 
ing cl. (A) and subparas. 1205(a)(v), (vi), effective January 1, 1981. 


Cls. 1205(a)(ii)(C), (ii)(D) substituted, effective December 6, 1979, 
cl. 1205(a)(ii)(E) added, effective May 6, 1974, subpara. 
1205(a)(iv) substituted, by P.C. 1980-1483, s. 3, June 5, 1980, Can- 
ada Gazette, Part II, June 25, 1980. 


(b) all amounts, in respect of expenditures (other 
than expenditures referred to in paragraph (a) or 
expenditures to acquire property under circum- 
stances that entitled the taxpayer to a deduction 
under section 1202 or would so entitle the tax- 
payer if the amounts referred to in paragraphs 
1202(2)(a) and (b) were sufficient for the pur- 
pose) incurred by the taxpayer after May 8, 1972 
and before the particular time, each of which was 
the stated percentage of the capital cost to the 

_ taxpayer of property that is or, but for Class 41, 
would be included in Class 10 in Schedule II be- 
cause of paragraph (k) of the description of that 
Class and that was acquired for the purpose of 
processing in Canada 


(1) ore (other than iron ore or tar sands ore), 
after its extraction from a mineral resource, to 
any stage that is not beyond the prime metal 
stage or its equivalent, 


(ii) iron ore, after its extraction from a mineral 
resource, to any stage that is not beyond the 
pellet stage or its equivalent, or 


(iii) tar sands ore, after its extraction from a 
mineral resource, to any stage that is not be- 
yond the crude oil stage or its equivalent, 


other than the capital cost to him of property that 
had, before the property was acquired by the tax- 
payer, been used for any purpose whatever by 
any person with whom the taxpayer was not deal- 
ing at arm’s length, 
History: The opening words of para. 1205(1)(b) before subpara. (i) 
amended by P.C. 1996-1488, subsec. 3(1), September 24, 1996, 
Canada Gazette, Part II, October 16, 1996, applicable to 1988 et 
seq. 
That portion of para. 1205(1)(b) preceding subpara. (i) substituted 
by P.C. 1990-2780, subsec. 6(9), December 20, 1990, Canada Ga- 
zette, Part II, applicable to taxation years ending after February 17, 
1987. 
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Para. 1205(1)(b) substituted by P.C. 1985-465, subsec. 6(10), Feb- 
ruary 14, 1985, Canada Gazette, Part II, March 6, 1985, applicable 
with respect to property acquired or expenditures made, as the case 
may be, in taxation years commencing after November 12, 1981. 


Para. 1205(b) substituted by P.C. 1981-3329, subsec. 6(7), Novem- 
ber 26, 1981, Canada Gazette, Part II, December 9, 1981, effective 
commencing December 12, 1979. 


(c) all amounts, in respect of expenditures (other 
than expenditures referred to in paragraph (a) or 
(b) or expenditures to acquire property under cir- 
cumstances that entitled the taxpayer to a deduc- 
tion under section 1202 or would so entitle the 
taxpayer if the amounts referred to in paragraphs 
1202(2)(a) and (b) were sufficient for the pur- 
pose) incurred by the taxpayer before the particu- 
lar time, each of which was the stated percentage 
of the capital cost to the taxpayer of property 
(other than property that had, before it was ac- 
quired by the taxpayer, been used for any purpose 
whatever by any person with whom the taxpayer 
was not dealing at arm’s length) that:is included 
in Class 28 or paragraph (a) of Class 41, in 
Schedule II, other than property so included 


(i) by virtue of the first reference in Class 28 
to paragraph (1) of Class 10 in Schedule II, 
where the property was acquired by the tax- 
payer before November 17, 1978, 


(ii) by virtue of the reference in Class 28 to 
paragraph (m) of Class 10 in Schedule I, 


(i11) that is bituminous sands equipment ac- 
quired by an individual, or 


(iv) that is bituminous sands equipment ac- 
quired by a corporation before 1981, 


History: Para. 1205(1)(c) substituted by P.C. 1990-2780, subsec. 
6(10), December 20, 1990, Canada Gazette, Part II, January 16, 
1991, applicable to taxation years ending after February 17, 1987 
except that in its application to a taxation year ending before 1988, 
the para. shall be read without reference to the words “or paragraph 
(a). of Class 41”. 


Para. 1205(c) substituted by P.C. 1981-3329, subsec. 6(7), Novem- 
ber 26, 1981, Canada Gazette, Part H, December 9, 1981, effective, 
as to that portion of para. 1205(c) preceding subpara. (i), commenc- 
ing December 12, 1979, and, as to subparas. 1205(c)(iii), (iv), com- 
mencing January 1, 1981. 


Para. 1205(c) preceding (i) substituted by P.C. 1980-1483, subsecs. 
3(4), (5), June 5, 1980, Canada Gazette, Part IH, June 25, 1980. 


Para. 1205(c) substituted by P.C. 1979-649, s. 4, March 8, 1979, 
Canada Gazette, Part Il, March 28, 1979, effective for the period 
commencing April 11, 1978. 


Para. 1205(c) substituted by P.C. 1978-344, s. 4, February 9, 1978, 
Canada Gazette, Part II, February 22, 1978, effective after March 
31, 1977. 


(d) all expenditures (other than expenditures re- 
ferred to in paragraph (a), (b) or (c)) each of 
which was incurred by him before November 8, 
1969 relating to a mine that came into production 
in reasonable commercial quantities before that 
date and that were incurred for the purpose of 


(i) exploration in respect of, or 
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(ii) development of the mine for the purpose 
of gaining or producing income from the ex- 
traction of material from, 


a bituminous sands deposit, an oil sands deposit 
or an oil shale deposit, 


(d.1) three times the total of all amounts each of 
which is an amount equal to the lesser of 


(i) the amount that would be determined under 
subsection 1210(1) in computing the tax- 
payer’s income for a taxation year that ends 
before the particular time, if the amount deter- 
mined for C under that subsection were nil, 
and 


(ii) the amount determined for C under sub- 
section 1210(1) in respect of the taxpayer for 
that year, and 


History: Para. 1205(1)(d.1) amended by P.C. 1996-1488, subsec. 
3(2), September 24, 1996, Canada Gazette Part II, October 16, 
1996, applicable to taxation years that begin after December 20, 
1991. 


Para. 1205(1)(d.1) added by P.C. 1985-465, subsec. 6(11), February 
14, 1985, Canada Gazette Part II, March 6, 1985, applicable to 
1984 et seq. 


(d.2) three times the aggregate of all amounts 
each of which is the specified amount determined 
under subsection 1202(4) in respect of the tax- 
payer for a taxation year ending after February 
17, 1987 and before the particular time, 


History: Para. 1205(1)(d.2) added by P.C. 1990-2780, subsec. 
6(11), December 20, 1990, Canada Gazette, Part II, January 16, 
1991, applicable to taxation years commencing after February 17, 
1987. 


exceeds the aggregate of 


(e) all amounts deducted by the taxpayer under 
section 1201 in computing his income for all tax- 
ation years ending after May 6, 1974 and before 
the particular time; 


History: Para. 1205(e) substituted by s. 6 of P.C. 1978-1849, June 
8, 1978, Canada Gazette, Part II, June 28, 1978, applicable to taxa- 
tion years ending after May 6, 1974. 


(f) 33% per cent of the aggregate of all amounts, 
each of which is the stated percentage of a cost of 
borrowing capital, including any cost incurred 
prior to the commencement of carrying on a busi- 
ness, that was 


(i) included in the capital cost to him of depre- 
ciable property described in subparagraph 
(a)(iv), clause (a)(vi)(C) or (D) or paragraph 
(b) or (c), or 


(ii) an expenditure described in paragraph (d); 


History: That portion of para. 1205(1)(f) preceding subpara. (1) 
substituted by P.C. 1990-2780, subsec. 6(12), December 20, 1990, 
Canada Gazette, Part I, January 16, 1991, applicable to taxation 
years ending after February 17, 1987. 


Income Tax Regulations 


Para. 1205(f) substituted by P.C. 1981-3329, subsec. 6(8), Novem- 
ber 26, 1981, Canada Gazette, Part Il, December 9, 1981. 


(gz) 33'/ per cent of the aggregate of all amounts, 
each of which is an amount 


(i) that became receivable by the taxpayer af- 
ter April 28, 1978 and before the earlier of 
December 12, 1979 and the particular time, 
and 


(ii) in respect of which the consideration 
given by the taxpayer therefor was a property 
(other than a share, or a property that would 
have been a Canadian resource property if it 
had been acquired by the taxpayer at the time 
the consideration was given) or services, the 
cost of which may reasonably be regarded as 
having been primarily an expenditure that was 
added in computing 


(A) the taxpayer’s earned depletion base 
by reason of subparagraph (a)(i), (ii) or 
(iii) or paragraph (d), or 

(B) the earned depletion base of an origi- 
nal owner of a property by reason of sub- 
paragraph (a)(i), (ii) or (iii) or paragraph | 
(d) as it applied to the original owner, 
where the taxpayer acquired the property 
in circumstances in which subsection 
1202(2) applies, 


(h) 333 per cent of the aggregate of all amounts, 
each of which is 


(i) an amount in respect of a disposition of 
property (other than a disposition of property 
that had been used by the taxpayer to any per- 
son with whom the taxpayer was not dealing 
at arm’s length) of the taxpayer after April 28, 
1978 and before the earlier of December 12, 
1979 and the particular time, the capital cost 
of which was added in computing 


(A) the taxpayer’s earned depletion base 
by reason of subparagraph (a)(iv) or para- 
graph (b) or (c), or 


(B) the earned depletion base of an origi- 
nal owner of a property by reason of sub- 
paragraph (a)(iv) or paragraph (b) or (c) as 
it applied to the original owner, where the 
taxpayer acquired the property in circum- 
stances in which subsection 1202(2) ap- 
plies, and 


(ii) equal to the lesser of 


(A) the proceeds of disposition of the 
property, and 


(B) the capital cost of the property to the 
taxpayer, where clause (i)(A) applies, or 
the original owner, where clause (i)(B) ap- 
plies, computed as if no amount had been 
included therein that is a cost of borrowing 
capital, including any cost incurred prior to 
the commencement of carrying on a 
business, 
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(i) any amount required by paragraph 1202(2)(b) 
(as it read in its application to taxation years end- 
ing before February 18, 1987) or paragraph 
1202(3)(a) to be deducted at or before the partic- 
ular time in computing the taxpayer’s earned de- 
pletion base, 

History: Paras. 1205(1)(g) to (i) substituted by P:C. 1990-2780, 

subsec. 6(13), December 20, 1990, Canada Gazette, Part II, January 


16, 1991, applicable to taxation years ending after February 17, 
1987. 


Paras. 1205(g), (h) substituted by P.C, 1981-3329, subsec. 6(8), No- 
vember 26, 1981, Canada Gazette, Part Il, December 9, 1981, ef- 
fective, as to para. 1205(g) and that portion of para. 1205(h) preced- 
ing subpara. (i), commencing December 12, 1979. 


All that portion of para. 1205(h) preceding subpara. (i) substituted 
by P.C. 1980-1483, s. 3, June 5, 1980, Canada Gazette, Part I, June 
25, 1980. 


Paras. 1205(g) to (i) added by P.C. 1979-649, s. 4, March 8, 1979, 
Canada Gazette, Part II, March 28, 1979, effective for the period 
commencing April 29, 1978. 


(Qj) 334 per cent of the aggregate of all amounts, 
each of which is in respect of an amount of assis- 
tance or benefit in respect of Canadian explora- 
tion expenses or Canadian development expenses 
or that may reasonably be related to Canadian ex- 
ploration activities or Canadian development ac- 
tivities, whether such amount is by way of a 
grant, subsidy, rebate, forgivable loan, deduction 
from royalty or tax, rebate of royalty or tax, in- 
vestment allowance or any other form of assis- 
tance or benefit that 


(i) the taxpayer before the particular time has 
received or was entitled to receive, or that the 
taxpayer at or after the particular time be- 
comes entitled to receive, or 


(ii) an original owner or predecessor owner of 
a property before the particular time has re- 
ceived or was entitled to receive, or at or after 
the particular time becomes entitled to re- 
ceive, where the original owner or the prede- 
cessor owner received, became entitled to re- 
ceive or becomes entitled to receive that 
amount 


(A) at or after the time at which the prop- 
erty was acquired by the taxpayer in cir- 
cumstances in which subsection 1202(2) 
applies, and 
(B) before the time at which the taxpayer 
becomes a predecessor owner of the 
property, 
and that is equal to 
(iii) where the assistance or benefit was in re- 
spect of an amount added by reason of subpar- 
agraph (a)(ii) or clause (a)(vi)(B) or (B.1) in 
computing 
(A) the earned depletion base of the tax- 
payer (other than such portion thereof in- 
cluded in determining an amount described 
in paragraph 1202(2)(a) before the particu- 
lar time), or 
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(B) the portion of the earned depletion 
base of the original owner included in de- 
termining an amount described in para- 
graph 1202(2)(a) before the particular 
time, 


the stated percentage of the amount of the as- 
sistance or benefit, and 


(iv) where the assistance or benefit was in re- 
spect of an amount of Canadian oil and gas 
exploration expense added by reason of sub- 
paragraph (a)(v) or clause (a)(vi)(A) in com- 
puting 
(A) the earned depletion base of the tax- 
payer (other than such portion thereof in- 
cluded in determining an amount described 
in paragraph 1202(2)(a) before the particu- 
lar time), or 


(B) the portion of the earned depletion 
base of the original owner included in de- 
termining an amount described in para- 
graph 1202(2)(a) before the particular 
time, 


the amount equal to the product obtained 
when the amount of the assistance or benefit 
is multiplied by the specified percentage in re- 
spect of the expense for the calendar year in 
which the taxpayer or the original owner, as 
the case may be, incurred the expense, and 
History: Para. 1205(1)(j) substituted by P.C. 1990-2780, subsec. 


6(13), December 20, 1990, Canada Gazette, Part II, January 16, 
1991, applicable to taxation years ending after February 17, 1987. 
Para. 1205(1)(j) substituted by P.C. 1985-465, subsec. 6(12), Febru- 
ary 14, 1985, Canada Gazette, Part Il, March 6, 1985, applicable 
commencing January 1, 1981 except that in respect of amounts that 
on or before March 6, 1985 become receivable, that part of para. 
1205(1)G) preceding subpara. (iii) shall be read as: 
(j) 334 per cent of the aggregate of all amounts, each. of 
which is an amount of assistance or benefit described in sub- 
paragraph 66.1(6)(b)(ix) or 66.2(5)(b)(xi) of the Act that 
(i) the taxpayer before the particular time has received or 
was entitled to receive, or 


(ii) a predecessor before the particular time has received 
or was entitled to receive where the taxpayer is a succes- 
sor corporation or second successor corporation, as the 
case may be, to the predecessor at the time the predeces- 
sor received or became entitled to receive that amount 
equal to. 


Para. 1205(j) added by P.C. 1981-3329, subsec. 6(9), November 26, 
1981, Canada Gazette, Part 11, December 9, 1981, applicable in re- 
spect of 1981 et seq. 
(k) the amount, if any, by which 
(i) the aggregate of all amounts that would be 
determined under paragraphs 1212(3)(d) to (i) 
exceeds 
(ii) the aggregate of all amounts that would be 
determined under paragraphs 1212(3)(a) to (c) 
in computing his supplementary depletion base at 
the particular time. 


History: Para. 1205(1)(k) added by P.C. 1985-465, subsec. 6(13), 
February 14, 1985, Canada Gazette, Part Il, March 6, 1985, appli- 
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cable to 1984 et seq. except that the reference to “the amount” shall, 
for the 1984 taxation year, be read as “25:per cent of the amount’, 
for the 1985 taxation year, be read as “SO per cent.of the amount”, 
and for the 1986 taxation year, be read as “75 per cent of the 
amount”. 


History [Reg. 1205(1)]: S. 1205 renumbered as subsec. 1205(1) 
by P.C. 1985-465, subsec. 6(1), February 14, 1985, Canada Gazette 
Part II, March 6, 1985, applicable from January 1, 1981+ 


(2) Where an expense is incurred before the particu- 
lar time referred to in subsection (1) and a person at 
or after the particular time becomes entitled to re- 
ceive an amount of assistance or benefit in respect of 
the expense, the amount of such assistance or benefit 
shall be included in “the amount of the assistance or 
benefit” referred to in subparagraphs (1)Q)(i1) and 
(iv) as of the particular time. 

History: Subsec. 1205(2) added by P.C. 1985-465, subsec. 6(14), 


February 14, 1985, Canada Gazette, Part Il, March 6, 1985, appli- 
cable to amounts that, after March 6, 1985, become receivable. 


Selected Cases [Reg. 1205]: Alcan Aluminum vy. R., [1998] 2 
C.T.C. 1 (FCA) (Calculation of earned depletion base. to be made at 
end of year). 


1206. Interpretation — (1) In this Part, 


“bituminous sands equipment” r means: property of 
a taxpayer that 


(a) is included in Class 28 or in paragraph (a) of 
Class 41 in Schedule II, other than Property ie) 
included 


(i) by virtue of the first reference in Class 28 
to paragraph (1) of Class 10 in Schedule I, 
where the property was acquired by the tax- 
payer before November 17, 1978, or 


(ii) by virtue of the reference in Class 28 to 
paragraph (m) of Class 10 in Schedule II, and 


(b) was acquired by the taxpayer after April 10, 
1978 principally for the purpose of gaining or 
producing income from one or more mines, each 
of which is a location in a bituminous sands de- 
posit, oil sands deposit or oil shale deposit from 
which material is extracted; 
History: Para. (a) of “bituminous. sands equipment”. in. subsec. 
1206(1) substituted by P.C. 1990-2780, subsec. 7(1),;December 20, 
1990, Canada Gazette, Part Il, January. 16, 1991, applicable to 1988 
et seq. 
Definition of “bituminous sands equipment” added to subsec. 
1206(1) by P.C. 1979-649, s..5,.March 8, 1979, Canada Gazette, 
Part Il, March 28, 1979, effective for the period commencing April 
11, 1978: 


“Canadian exploration and development over- 
head expense” of a taxpayer means a Canadian ex- 
ploration expense or a Canadian development ex- 
pense of the taxpayer made or incurred after 1980 
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(a) that was in respect of the administration, man- 
agement or financing ‘of the taxpayer, 


(b) that was in respect of the salary, wages or 


other remuneration or related benefits paid in re- 


spect of a person employed by the taxpayer 
whose duties were not all or substantially all di- 
rected’ towards LS gies or development 
activities, 


(c) that was in respect of the upkeep or mainte- 
nance of, taxes or insurance in respect of, or 
rental or leasing of, property other than property 


“all or substantially all of the use of which by the 


taxpayer was for the purposes of exploration or 
development activities, or 


_(d) that may reasonably be tegarded as having 


been in respect of 


G) the use of or the right to use any. GE ets 
in.which any person who was connected with 
the taxpayer had an. interest, 


(ii) compensation for the performance of a 

service for the benefit of the taxpayer by any 
person. who. was connected with the taxpayer, 
or 


(iii) the acquisition of any anit parts or 
supplies from any person who was connected 
with the taxpayer. 


to the extent that the expense. exceeds the least of 


amounts, each of which was the aggregate of the 
costs incurred by a. person who was connected 
with the taxpayer 

(iv) in respect of the. property, 


(v) in respect of the performance of the ser- 
vice, or 
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(vi) in respect of a materials, parts or 
supplies; 
History: Paras. (b) and (c) of “Canadian exploration and dévelop- 
ment overhead expense” substituted by P.C. 1985-465, s. 7, Febru- 


ary 14, 1985, Canada Gazette, Part II, March 6, 1985, effective 
commencing January 1, 1981 


“Canadian exploration and development overhead expense” added 
by P.C..1981-3329, s. 7, November 26, 1981, Canada Gazette, Part 
Il, December 9, 1981, effective commencing January 1, 1981. 


“Canadian oil and gas exploration expense” of a 
taxpayer means an outlay or expense made or in- 
curred after 1980 that would be a Canadian explora- 
tion expense of the taxpayer within the meaning as- 
signed by paragraph 66.1(6)(a) [66.1(6)“Canadian 
exploration expense”] of the Act if that paragraph 
were read without reference to subparagraphs (iii) 
and (iil. 1) [paras. (f) and (g)] thereof and if the refer- 
ence in subparagraphs (iv) and (v) [paras. (h) and (i)] 
thereof to “any of subparagraphs (1) to (iii.1) [paras. 
(a) to (g)]” were read as a reference to “any of sub- 
paragraphs (i) to (ii.2). [paras. (a) to (e)]’’, other than 
an outlay or expense that was a Canadian exploration 
expense by virtue of clause 66.1(6)(a)(ii)(B) or 
(i1.1)(B)  [66.1(6)“Canadian exploration  ex- 
pense”(c)(ii) or (d)(ii)] of the Act that was in respect 
of a qualified tertiary oil recovery project; 


History: Paras. (b) and (c) of “Canadian oil’ and gas exploration 


expense” substituted by P.C. 1985-465, s. 7, February 14, 1985, | 


Canada Gazette, Part Il, March 6, 1985, effective commencing Jan- 
uary 1, 1981. 


“Canadian oil and gas exploration expense” added by P.C. 1981- 
3329, s. 7, November 26, 1981, Canada Gazette, Part Il, December 
9, 1981, effective commencing January 1, 1981. 


“conventional lands”? means lands situated in Can- 
ada other than non-conventional lands; 


“disposition of property” has the meaning assigned 
by paragraph 13(21)(c) [13(21)“disposition of prop- 
erty”] of the Act; 

History: Definition of “disposition of property” added to subsec. 
1206(1) by P.C. 1979-649, s. 5, March 8, 1979, Canada Gazette, 
Part II, March 28, 1979, effective for the period commencing April 
11, 1978. 
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“enhanced recovery equipment” means syed 
of a taxpayer that 


(a) is included in Class 10 in Schedule II by vir- 
tue of paragraph (j) of the description of that 
Class, and 


(b) was acquired by the taxpayer after April 10, 
1978 and before 1981 for use in the production of 
oil, from a reservoir or a deposit of bituminous 
sand, oil sand or oil shale in Canada operated by 
the taxpayer, that is incremental to oil that would 
be recovered using primary recovery techniques 
alone, 


other than property 


(c) used by the taxpayer as part of a primary re- 
covery process prior to the use described in para- 
graph (b), 

(d) that had, before it was acquired by the. tax- 
payer, been used for any purpose whatever by 
any person with whom the taxpayer was not deal- 
ing at arm’s length, or 


(e) that has been used by any person before April 
11, 1978 in the production of oil, from a reservoir 
in Canada, that is incremental to oil that would be 
recovered using primary recovery techniques 
alone; 


History: “Enhanced recovery equipment” substituted by P.C. 1990- 
2780, subsec. 7(2), deemed in force as of April 11, 1978. 


Para. (b) of “enhanced recovery equipment” substituted by P.C. 
1981-3329, s. 7, November 26, 1981, Canada Gazette, Part II, De- 
cember 9, 1981, effective commencing January 1, 1981. 


Para. (c) of “enhanced recovery equipment” substituted by P.C. 
1980-1483, s. 4, June 5, 1980, Canada Gazette, Part Il, June 25, 
1980, effective April 11, 1978. 


Definition of “enhanced recovery equipment” added to subsec. 
1206(1) by P.C. 1979-649, s. 5, March 8, 1979, Canada Gazette, 
Part II, March 28, 1979, effective for the period commencing April 
it, T1978, 


“exempt partnership” in respect of a taxpayer at a 
particular time means a partnership of which the tax- 
payer was a member throughout the period begin- 
ning on December 20, 1991 and ending at the partic- 
ular time,.where all or substantially all of the fair 
market value of the property of the partnership at the 
particular time is attributable to property held in con- 
nection with one or more working interests that were 
held by the partnership on December 20, 1991 for 
the production of minerals, petroleum, natural gas or 
related hydrocarbons, unless 


(a) any of the depreciable property acquired after 
December 20, 1991 and before the particular time 
by the partnership in connection with one of the 
working interests had, before the time of the ac- 
quisition, been owned by the taxpayer (or any 
other person with whom the taxpayer did not deal 
at arm’s length) and been used by the, taxpayer 
(or that other person) in connection with that 
working interest, or 


(b) it is reasonable to consider that, before the 
particular time, amounts were charged to the part- 
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nership that would not have been so charged. if 


section 1210 were read without reference to sub- | 


section (4) of that section; 


History: The definition “exempt partnership” added to subsec. 
1206(1) by P.C. 1996-1488, subsec. 4(3), September 24, 1996, Can- 
ada Gazette, Part II, October 16, 1996, applicable to fiscal periods 
of partnerships that begin after December 20, 1991. 


“exporting resource” means, in relation to a partic- 
ular processing property of a taxpayer, a resource the 
ore or any portion thereof produced from which dur- 
ing the year immediately preceding the day on which 
the property was acquired by the taxpayer was ordi- 
narily processed outside Canada to any stage that is 
not beyond the prime metal stage or its equivalent; 


“mine” means any location where material is ex- 
tracted from a resource but does not include a well 
for the extraction of material from a deposit of bitu- 
minous sand, oil sand or oil shale; 


History: “Mine” substituted by P.C. 1980-1483, s. 4, June 5, 1980, 
Canada Gazette, Part 1, June 25, 1980, effective April 11, 1978. 


“non-conventional lands’? means lands that belong 
to Her Majesty in right of Canada, or in respect of 
which Her Majesty in right of Canada has the night 
to dispose of or exploit the natural resources, situ- 
ated in 


(a) the Yukon Territory, the Northwest Territo- 
ries, or Sable Island, or 


(b) those submarine areas, not within a province, 
adjacent to the coast of Canada and extending 
throughout the natural prolongation of the land 
territory of Canada to the outer edge of the»conti- 
nental margin or to a distance of two hundred 
nautical miles from the baselines from which the 
breadth of the territorial sea of Canada is mea- 
sured, whichever is the greater; 

History: Paras. (b) and (c) of “non-conventional lands” substituted 


by P.C. 1985-465, s. 7, February 14, 1985, Canada Gazette, Part Il, 
March 6, 1985, effective commencing January:1, 1981. 


“Non-conventional lands” added by P.C. 1981-3329, s..7, Novem- 
ber 26, 1981, Canada Gazette, Part II, December 9, 1981, effective 
commencing January 1, 1981. 


“ore” includes ore from a mineral resource that has 
been processed to any stage that is prior to the prime 
metal stage or its equivalent; 


“original owner” of a property means a person 


(a) who owned the property and disposed of it to 
a corporation that acquired it in circumstances in 
which subsection 1202(2) applies, or would apply 
if the corporation had continued to own the prop- 
erty, to the corporation in respect of the property, 
and 


(b) who would, but for paragraph 1202(2)(b) (as 
it read in its application to taxation years ending 
before February 18, 1987) or paragraph 
1202(3)(a), as the case may be, be entitled in 
computing the person’s income for a taxation 
year ending after the person disposed of the prop- 
erty to a deduction under section 1201 in respect 
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of expenditures that were incurred by the person 
before the person disposed of the property; 


History: “Original owner” added by. P.C. 1990-2780, subsec. 7(5), 


applicable. to taxation years ending after February 17, 1987. 


“predecessor owner” of a property means a corpo- 
ration 


(a) that acquired the property in circumstances in 
which subsection 1202(2) applies, or would apply 
if the corporation had continued to own the prop- 
erty, to the corporation in respect of the property, 


_(b) that disposed of the property to another corpo- 
ration that acquired it in circumstances in which 
subsection 1202(2) applies, or would apply if the 
other corporation had continued to own the prop- 
erty, to the other corporation: in ie of the 
property, and - 


(c) that would, but for subsection 1202(10), be 
entitled in computing its income’ for a taxation 
year after it disposed of the property to a deduc- 
tion under subsection 1202(2) in respect of ex- 
penditures incurred by an original owner “of the 
property; 

History: “Predecessor owner” added by P.C. 1990-2780, subsec. ~ 

7(5), applicable to taxation years ending after February 17, 1987. 


“primary recovery’ means the recovery of oil from 
a reservoir as a result of utilizing the natural energy 
of the reservoir to move the oil toward a producing 
well; 

History: Definition of “primary recovery” added to subsec. 
1206(1) by P.C. 1979-649, s..5; March 8, 1979; Canada Gazette, 
Part II, March 28, 1979, effective for the period commencing April 
11, 1978. 


“proceeds of disposition” of property has the mean- 
ing assigned by paragraph 13(21)(d) [13(21)"pro- 
ceeds of disposition”] of the Act; 

History: Definition of ‘ ‘proceeds of disposition” added to subsec. 
1206(1) by P.C. 1979-649, s. 5, March 8, 1979, Canada Gazette, 
Part II, March 28, 1979, effective for the period saclatphe ceric April 
11, 1978. 


‘processing property” means property 


(a) that is included in Class 10 of Schedule II be- 
cause of paragraph (g) of the description of that 
Class or would be so included if that paragraph 
were read without reference to subparagraph (11) 
of that paragraph and Schedule II were read win: 
out reference to Class 41, or 


(b) that is included in Class 10 in Schedule II be- 
cause of paragraph (k) of the description of that 
Class or would be so included if that paragraph 
were read without reference to the words follow- 
ing subparagraph (1i) of that paragraph and 
Schedule Il were read without reference to Class 
41, 


other than property that had, before it was acquired 
by a taxpayer, been used for any purpose whatever 
by any person with whom the taxpayer was not deal- 
ing at arm’s length; 
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History: Paras. (a) and (b) of the definition ‘ ‘processing property” 
in subsec. 1206(1) amended by. P.C. 1996-1488, subsec. 4(1), Sep- 
tember 24, 1996, Canada Gazette, Part II, October 16, 1996, appli- 
cable to 1988 et seq. 


“production royalty’? means an amount in respect 
of a particular Canadian resource property included 
in computing the income of a taxpayer as a rental or 
royalty computed by reference to the amount or 
value of petroleum, natural gas or related hydrocar- 
bons produced after 1981 from a natural accumula- 
tion of petroleum or, natural gas in Canada (other 
than.a resource) or from an oil or gas well in Canada 
or produced after June, 1988 from a resource that is 
a bituminous sands deposit, oil sands deste or oil 
shale deposit, if 


(a) the taxpayer has a Crown ied in respect of 
(1) such production, or 


(ii) the ownership of property to which such 
production relates where the Crown royalty is 
computed by reference to an amount of pro- 
duction from the accumulation, oil or gas well 
or resource, 


and it is reasonable to consider that the taxpayer 
would have had the Crown royalty if the tax- 
_payer’s only source of income had been the rental 
or royalty in respect of the particular property, or 


(b) the taxpayer would, but for an exemption or 
allowance (other than a rate of nil) that is pro- 
vided, pursuant to a statute, by a person referred 
to in subparagraph 18(1) (m) (i), (ii) or (iii) of the 
Act, have a Crown royalty in respect of which 
paragraph (a) is applicable; 
History: Subpara. (a)(ii) of the definition “production royalty” in 
subsec. 1206(1) amended by P.C. 1996-1488, subsec. 4(2), Septem- 
ber 24, 1996, Canada Gazette, Part Il, October 16, 1996, applicable 
in.respect.of rentals and royalties computed by reference to the 


amount or value of petroleum, natural gas or related hydrocarbons 
produced after June 30, 1988. 


Para. (b) of “production royalty” in subsec. 1206(1) amended by 
P.C. 1992-2335, Sch. II, s. 2, November 19, 1992, Canada Gazette, 
Part Il, December 2, 1992, effective December 2, 1992. 


“Production royalty” substituted by P.C. 1990-2780, subsec. 7(3), 
applicable (by subsec. 15(13), as amended by P.C. 1992-2335, Sch. 
I, s..3, November 19, 1992, Canada Gazette Part Il, December 2, 
1992) in respect of rentals.and royalties computed by reference to 
the amount or value of petroleum, natural gas or related hydrocar- 
bons produced after June 30, 1988, except that in its application to 
rentals and royalties computed by reference to the amount or value 
of petroleum, natural gas or related hydrocarbons produced before 
November 16, 1989 the definition shall be read as follows: 


“production royalty” means an amount included in computing 
the income of a taxpayer as a rental or royalty computed by 
reference to the amount or value of petroleum, natural gas or: 
related hydrocarbons produced after 1981 from a natural ac- 
cumulation of petroleum or natural gas in Canada (other than 
a resource) or from an oil or gas well in Canada, or produced 
after June, 1988 from a resource that is a bituminous sands 
deposit, oil sands deposit or oil shale deposit, if 


(a) the taxpayer has a Crown royalty in respect of 
(i) such production, or 


(ii) the ownership of property to which such produc- 
tion relates where the Crown royalty is computed by 
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reference to;an amount of production from the prop- 
erty, or 
(b) the taxpayer would, but for an exemption or allow- 
ance (other than a rate.of nil) that is provided, pursuant to 
a statute, by a person, referred to in subparagraph 
18(1)(m)(i), (11) or (ili) of the Act, have a Crown royalty 
referred to in paragraph (a); 
That portion of “production:royalty” preceding para. (a) substituted 
by P.C. 1990-162, subsec. pee applicable to taxation years ending 
after March 1985. 


The definition ‘ ‘production royalty” added by P.C. 1985-465, s. 7, 
February 14, 1985, Canada Gazette, Part Il, March 6, E282, effec- 
tive January 1, 1982.. 


“‘qualified resource” means, in relation to a particu- 
lar processing property of a taxpayer, a resource that, 
within a reasonable time after the property was ac- 
quired by him, 


(a) came into production in reasonable commer- 
cial quantities, or 


(b) was the subject of a major expansion whereby 
the greatest designed capacity, measured in tons 
of input of ore, of the mill that processed ore 
from the resource was not less than 25 per cent 
greater in the year immediately following the ex- 
pansion than it was in the year immediately pre- 
ceding the expansion; 


“qualified tertiary oil recovery project” in respect 
of an expense incurred in a taxation year means a 
project that uses a method (including a method that 
uses carbon dioxide miscible, hydrocarbon miscible, 
thermal or chemical processes but not including a 
secondary recovery method) that is designed to re- 
cover oil from an oil well in Canada that is incre- 
mental to oil that would be recovered therefrom by 
primary recovery and a secondary recovery method, 
if 
“(a) a specified royalty provision applies in the 
year or in the immediately following taxation 
year in respect of the production, if any, or any 
portion thereof from the project or in respect of 
the ownership of property to which such produc- 
tion relates, 


(b) the project is ona reserve within the meaning 
of the Indian Act, or 


(c) the project is located in the Province of 
Ontario; 


History: “Qualified tertiary oil recovery project” was added by 
P.C, 1985-465,.s. 7, February 14, 1985, Canada Gazette, Part Il, 
March 6, 1985. The definition “qualified tertiary oil recovery pro- 
ject” (corrected by Canada Gazette, Part II, June 26, 1985, p. 2797) 
is applicable with respect to expenses incurred after 1980, except 
that for expenses incurred before 1982 the definition shall be read as 
follows: 


“qualified tertiary oil recovery project” in respect of an ex- 
pense incurred in a taxation year means a project that uses a 
method (including a method that uses carbon dioxide misci- 
ble, hydrocarbon miscible, thermal or chemical processes but 
not including a secondary recovery method) that is designed 
to recover oil from an oil well in Canada that is incremental 
to oil that would be recovered therefrom by primary recovery 
and a secondary recovery method; 
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“resource” means any mineral resource in Canada; 


“resource activity” of a taxpayer means 


(a) the production by the taxpayer of petroleum, 
natural gas or related hydrocarbons from 


(i) an oil or gas well in Canada, or 


(ii) a natural accumulation (other than a min- 
eral resource) of petroleum or natural gas in 
Canada, 


(b) the production and processing in Canada by 
the taxpayer or the processing in Canada by the 
taxpayer of 


(i) ore (other than iron ore or tar.sands_ ore) 
from a mineral resource in Canada to any 
stage that is not beyond the prime metal stage 
or its equivalent, 


(ii) iron ore from a mineral resource in Can- 
ada to any stage that is not beyond the pellet 
stage or its equivalent, and 


(iii) tar sands ore from a mineral resource in 
Canada to any stage that is not beyond the 
crude oil stage or its equivalent, 


(c) the processing in Canada by the taxpayer of 
heavy crude oil recovered from an oil or gas well 
in Canada to any stage that is not beyond. the 
crude oil stage or its equivalent, 


(d) the processing in Canada by the taxpayer of 


(i) ore (other than iron ore or tar sands ore) 
from a mineral resource outside Canada to 
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any stage that is not beyond the prime metal 
stage or its equivalent, . 


(ii) iron ore from a mineral resource outside 
Canada to any stage that is not beyond the 
pellet stage or its equivalent, and 


(iii) tar sands ore from,a mineral resource 
outside Canada to any stage that is not beyond 
the crude oil stage or its equivalent, or 


 (e) the ownership by the taxpayer of a right to.a 


rental or royalty computed by reference to the 
amount or value of production from a natural ac- 
cumulation of petroleum or natural gas in Can- 
ada, an oil or gas well in Canada or a mineral r re- 
source in Canada, 


and, for the purposes of this definition, 


(f) the production of a substance by a taxpayer 
includes exploration and development activities 
of the taxpayer with respect to. the substance, 
whether or not extraction of the substance has be- 
gun or will ever begin, 


(g) the production or the processing, or the pro- 
duction and processing, of a substance by a tax- 
payer includes activities performed by the tax- 
payer that are ancillary to, or in support of, the 
production or the processing, or the production 
and processing, of that substance by the taxpayer, 


(h) the production or processing of a substance by 
a taxpayer includes an activity (including the 
ownership of property) that is undertaken before 
the extraction of the substance and that is under- 
taken for the purpose of extracting or processing 
the substance, : 


(i) the production or the processing, or the pro- 
duction and processing, of a substance by a tax- 
payer includes activities that the taxpayer under- 
takes as a consequence of the production or the 
processing, or the production and processing, of 
that substance, whether or not the production, the 
processing or the production and processing. of 
the substance has ceased, and 


(j) notwithstanding paragraphs (a) to (i), the pro- 
duction, the processing or the production and 
processing of a substance does not include any 
activity of a taxpayer that is part of a source de- 
scribed in paragraph 1204(1)(b), where 
(i) the activity 

(A) is the transporting, transmitting or 
processing (other than processing de- 
scribed in subparagraph (b)(iii), paragraph 
(c).or subparagraph (d)(iii)) of petroleum, 
natural gas or related hydrocarbons, or 
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(B) can reasonably be attributed to a ser- 
vice rendered by the taxpayer, and 


(ii) revenues derived from the activity are not 
taken into account in computing the tax- 
payer’s gross resource profits; 
History: The definition “resource activity” added to subsec. 
1206(1) by P.C. 1996-1488, subsec. 4(3), September 24, 1996, Can- 


ada Gazette, Part II, October 16, 1996, applicable to taxation years 
that begin after December 20, 1991. 


“secondary recovery method” means a method to 
recover from a reservoir oil that is incremental to oil 
that would be recovered therefrom by primary recov- 
ery, by supplying energy to supplement or replace 
the natural energy of the reservoir through the use of 
technically proven methods, including 
waterflooding; 

History: “secondary recovery method” added by P.C. 1985-465, s. 


7, February. 14, 1985, Canada Gazette, Part II, March 6, 1985, ef- 
fective January 1, 1981. 


“specified development well’ — [Revoked] 


History: The definition “specified development well” revoked by 
P.C. 1985-465, s. 7, February 14, 1985, Canada Gazette, Part II, 
March 6, 1985, effective January 1, 1981. 


“Specified development well” added by P.C. 1981-3329, s. 7, No- 
vember 26, 1981, Canada Gazette, Part Il, December 9, 1981, ef- 
fective commencing January 1, 1981. 


“specified percentage” for a calendar year 


(a) in respect of a Canadian oil and gas explora- 
tion expense of a taxpayer for that year incurred 
in respect of conventional lands means, 


(i) for the 1981 calendar year, 100 per cent, 


(ii) for the 1982 calendar year, 60 per cent, 
and 


(iii) for the 1983 calendar year, 30 per cent, 
and 


(b) in respect of a Canadian oil and gas explora- 
tion expense of a taxpayer for that year incurred 
in respect of non-conventional lands means, 


(i) for the 1981 and 1982 calendar years, 100 
per cent, 

(ii) for the 1983 calendar year, 60 per cent, 
and 

(iii) for the 1984 calendar year, 30 per cent; 


History: Paras. (b) and (c) of “specified percentage” substituted by 
P.C. 1985-465, s. 7, February 14, 1985, Canada Gazette, Part I, 
March 6, 1985, effective January 1, 1981. 


“Specified percentage” added by P.C. 1981-3329, s. 7, November 
26, 1981, Canada Gazette, Part II, December 9, 1981, effective 
commencing January 1, 1981. 
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“specified property” of a person means all or sub- 
stantially all of the property used by the person in 
carrying on in Canada such of the businesses de- 
scribed in subparagraphs 66(15)(h)(i) to (vii) 
[66(15)“principal-business corporation’’(a) to (g)] of 
the Act as were carried on by the person; 

History: “Specified property” added by P.C. 1990-2256, subsec. 


4(1), October 18, 1990, Canada Gazette, Part Il, November 7, 1990, 
applicable after 1984. 


“stated percentage”? means 


(a) where the taxpayer is an individual other than 
a trust, in respect of subparagraph 1203(2)(a)(), 


(i) 100 per cent in respect of an expenditure 
incurred before 1989, 


(ii) 50 per cent in respect of an expenditure 
incurred after 1988 and before 1990, and 


(iii) 0 per cent in respect of an expenditure in- 
curred after 1989, 


(b) in respect of subparagraph 1203(2)(a)() 
(where paragraph (a) is not applicable) and 
paragraphs 1205(1)(a), (6), (c) and (f) 


(i) 100 per cent in respect of an expenditure 
incurred or a cost incurred in borrowing capi- 
tal before July 1, 1988, 


(ii) 50 per cent in respect of an expenditure 
incurred or a cost incurred in borrowing capi- 
tal after June 30, 1988 and before 1990, and 


(iii) O per cent in respect of an expenditure in- 
curred or a cost incurred in borrowing capital 
after 1989, 


(c) where the taxpayer is an individual other than 
a trust, in respect of subparagraph 1203(2)(a)(il) 
and subsection 1203(4), 


(i) 100 per cent in respect of any assistance 
that relates to expenditures incurred before 
1989. 


(ii) 50 per cent in respect of any assistance 
that relates to expenditures incurred after 1988 
and before 1990, and 


(iti) 0 per cent in respect of any assistance that 
relates to expenditures incurred after 1989, 
and 


(d) in respect of subparagraph 1202(2)(b)(1i1), 
subparagraph 1203(2)(a)(ii) (where paragraph (c) 
is not applicable), subsection 1203(4) (where par- 
agraph (c) is not applicable) and subparagraph 
1205(1)G) Git), 
(i) 100 per cent in respect of any assistance or 
benefit that relates to expenditures incurred 
before July 1, 1988, ; 


(ii) 50 per cent in respect of any assistance or 
benefit that relates to expenditures incurred 
after June 30, 1988 and before 1990, and 


(iii) 0 per cent in respect of any assistance or 
benefit that relates to expenditures incurred 
after 1989; 
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History: “Stated percentage” added by P.C...1990-2780, subsec.: 
7(5), applicable to taxation years ending after February 17, 1987.. 


tar sands ore” means ore extracted, other than 
through a well, from a mineral resource. that is a de- 
posit of bituminous sand, oil sand or oil shale; 

History: “Tar sands ore” added by P.C. 1985-465, s. 7, February 


14, 1985, Canada Gazette, Part Il, March’ 6, 1985, SE aRGany to tax- 
ation years orci ht after November 12, 1981. . 


“tertiary recovery equipment” means property of a. 
taxpayer that 


(a) is, or but for Class 41 in Schednleéi ik sould 
be, included in Class 10,in Schedule II by virtue;; 
of paragraph (j) of the description of that Class, 


(b) was acquired by the taxpayer after 1980 for 
use in a qualified tertiary oil recovery, project, 


other than property 


(c) used by the taxpayer for another use , prior to 
the use described in paragraph (b), or 


(d) that had, before it was. acquired by the tax- 
payer, been used for any purpose whatever by 
any person with whom the taxpayer was not deal- 
ing at arm’s length. © 
History: “Tertiary recovery equipment” substituted by P.C. 1990- 
2780, ‘subsec.'7(4), deemed in force as of January 1, 1981 except 
that para. (a) shall before 1988. be read ‘without reference’ to! the 
words “or but for Class 41 in Schedule {lL would be”. 


Para. (c) of “tertiary recovery equipment” substituted by P. C. 1985- 
465, s. 7, February 14,1985, Cariada Gazette, Part Il, March 6, 
1985, effective commencing January 1, 1981. oe 


“Tertiary recovery equipment” added by P.C. 198I- 3329, is. 7, No- 
‘vember 26, 1981, Canada Gazette, Part Il, December 9,.1981, ef- 
fective commencing lana I, 1981. 


od 


(2)In nig pe “joint exploration corporation”, 
“principal-business corporation”, “production” from 
a Canadian resource property, ” ‘reserve amount” and 
“shareholder corporation” have the meanings as- 
signed by subsection 66(15) of the Act. 


History: Subsec. 1206(2) ) substituted by P.C. 1990- 2780, subsec. 
7(6), December 20, 1990, Canada Gazette, Part II, January 16, 
1991, applicable to taxation years ending after February 17, 1987. 


Subsec. 1206(2) substituted by P.C. 1986-2590, s. 8, November 20,, 
1986, Canada Gazette, Part Il, December 10, 1986, mht after 
April 19, 1983. 


Subsee. 1206(2) substituted ib P.C. 1985-465, ne 14,.1985, 
Canada Gazette; Part Jl, March 6; 17s effective Commo RANE Jana* 
uary 1, 1981. 
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(3) For the purposes of sections 1201 to 1209 and 
1212, where at the end of a fiscal period of a partner- 
ship, a taxpayer was a member thereof 


(a) the resource profits of the partnership for the 
fiscal period, to the extent of the taxpayer’s share 
thereof, shall be included in computing his re- 
source profits for his taxation year in which the 
fiscal period ended; 


(b) any property acquired or disposed of by the 
partnership shall be deemed to have been ac- 
quired or disposed of by the taxpayer to the ex- 
tent of his share thereof; 


(c) any property deemed by paragraph (b) to have 
been acquired or disposed of by the taxpayer 

_ shall be deemed to have been acquired or dis- 
posed of by him on the day the property was ac- 
quired or disposed of by the partnership; 


(d) any amount that has become receivable by the 
partnership and in respect of which the considera- 
tion given by the partnership therefor was prop- 
erty (other than property referred to in paragraph 
59(2)(a), (c) or (d) of the Act or a share or inter- 
est therein or right thereto) or services, all or part 
of the original cost of which to the partnership 
may reasonably be regarded primarily as an ex- 
ploration or development expense of the tax- 
payer, shall be deemed to be an amount receiva- 
ble by the taxpayer to the extent of his share 
thereof, and the consideration so given by the 
partnership shall, to the extent of the taxpayer’s 
share thereof, be deemed to have been given by 
the taxpayer for the amount deemed to be receiv- 
able by him; 


(e) any expenditure incurred or deemed to have 
been incurred by the partnership shall be deemed 
to have been incurred by the taxpayer to the ex- 
tent of the taxpayer’s share thereof; and 


(f) any amount or expenditure deemed. by para- 
graph (d) or (e) to have been receivable or in- 
curred, as the case may be, by the taxpayer shall 
be deemed to have become receivable or been in- 
curred, as the case may be, by the taxpayer on the 
day the amount became receivable or the expen- 
diture was incurred or deemed to have been in- 
curred by the partnership. 
History: Paras. 1206(3)(e), (£) substituted by P.C. 1990-2256, sub- 
sec. 4(2), October 18, 1990, Canada Gazette, Part I, November 7, 
1990, applicable in respect of expenditures or expenses incurred af- 
ter February 1986. 
Paras. 1206(3)(b), (d) and (e) substituted, para. 1206(3)(f) added, by 
P.C. 1985-465, subsecs. 7(12) and (13), February 14, 1985, Canada 
Gazette, Part Il, March 6, 1985, applicable to fiscal periods ending 
after March 6, 1985. 
Paras. 1206(3)(b), (c) substituted, paras. (d), (e) added by P.C. 
1980-1483, subsec. 4(4), June 5, 1980, Canada Gazette, Part II, 
June 25, 1980. 
All that portion of subsec. 1206(3) preceding para. (a) substituted, 
para. 1206(3)(c) added, by subsecs. 5(3), (4) of P.C. 1979-649, 
March 8, 1979, Canada Gazette, Part Il, March 28, 1979, effective 
for the period commencing April 11, 1978. 
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(3.1) For the purposes of sections 1201 to 1203, 
1205, 1217 and 1218, where a taxpayer was a mem- 
ber of a partnership at the end of a fiscal period of 
the partnership, the taxpayer shall be deemed to re- 
ceive or to become entitled to receive any amount of 
assistance or benefit, whether such amount is by way 
of a grant, subsidy, rebate, forgivable loan, deduc- 
tion from royalty or tax, rebate of royalty or tax, in- 
vestment allowance or any other form of assistance 
or benefit, that the partnership at any time receives 
or becomes entitled to receive in respect of expenses 
incurred in that fiscal period of the partnership, to 
the extent of, 


(a) where the partnership in the fiscal period re- 
ceives or becomes entitled to receive the amount, 
the taxpayer’s share thereof, or 


(b) where the partnership after the fiscal period 
becomes entitled to receive the amount, what 
would have been the taxpayer’s share thereof if 
the partnership had in the fiscal period received 
or become entitled to receive the amount, 


and the time at which the taxpayer is deemed to re- 
ceive or become entitled to receive such share of the 
amount shall be the time that the partnership receives 
or becomes entitled to receive the amount. 

History: That portion of subsec. 1206(3.1) preceding para. (a) sub- 


stituted by P.C. 1988-1608, subsec. 1(1), August 11, 1988, Canada 
Gazette, Part II, August 31, 1988, applicable to 1985 et seq. 


Subsec. 1206(3.1) added by P.C. 1985-465, subsec. 7(14), February 
14, 1985, Canada Gazette, Part Il, March 6, 1985, applicable to fis- 
cal periods ending after March 6, 1985. 


(4) Where an expense incurred after November 7, 
1969 that was a Canadian exploration and develop- 
ment expense or that would have been such an ex- 
pense if it had been incurred after 1971 (other than 
an amount included therein that is in respect of fi- 
nancing or the cost of any Canadian resource prop- 
erty acquired by a joint exploration corporation or 
any property acquired by a joint exploration corpora- 
tion that would have been a Canadian resource prop- 
erty if it had been acquired after 1971), a Canadian 
exploration expense (other than an amount included 
therein that is in respect of financing) or a Canadian 
development expense (other than an amount in- 
cluded therein that is in respect of financing or an 
amount referred to in subparagraph 66.2(5)(a) (ill) 
[66.2(5)“Canadian development expense” (e)] of the 
Act) has been renounced in favour of a taxpayer and 
was deemed to be an expense of the taxpayer for the 
purposes of subsection 66(10), (10.1) or (10.2) of the 
Act or subsection 29(7) of the Income Tax Applica- 
tion Rules, the expense shall, 


(a) for the purposes of sections 1203 and 1205, be 
deemed to have been such an expense incurred by 
the taxpayer at the time the expense was incurred 
by the joint exploration corporation; and 

(b) for the purposes of sections 1204 and 1210 
and paragraphs 1217(2)(e) and 1218(2)(e), be 
deemed to have been such an expense incurred by 
the taxpayer at the time it was deemed to have 
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been incurred by the taxpayer for the purposes of 
subsection 66(10), (10.1) or (10.2) of the Act or 
subsection 29(7) of the Income Tax Application 
Rules, as the case may be. 
History: Subsec. 1206(4) amended by P.C. 1994-1817, s. 48, No- 
vember 1, 1994, Canada Gazette, Part Il, November 30, 1994. 


Para. 1206(4)(b) substituted by P.C. 1988-1608, subsec. 1(2), Au- 
gust 11, 1988, Canada Gazette, Part II, August 31, 1988, applicable 
to 1985 et seq. 


Subsec. 1206(4) substituted by P.C. 1985-465, subsec. 7(15), Febru- 
ary 14, 1985, Canada Gazette, Part II, March 6, 1985, applicable 
with respect to expenses renounced after 1981. 


(4.1) An expense that is a Canadian exploration and 
development overhead expense of the joint explora- 
tion corporation referred to in subsection (4), or 
would be such an expense if the references to “con- 
nected with the taxpayer’ in paragraph (d) of the 
definition ‘Canadian exploration and development 
overhead expense’ in subsection (1) were read as 
“connected with the shareholder corporation in fa- 
vour of whom the expense was renounced for the 
purposes of subsection 66(10.1) or (10.2) of the 
Act”, that may reasonably be considered to be in- 
cluded in a Canadian exploration expense or Cana- 
dian development expense that is deemed by subsec- 
tion (4) to be a Canadian exploration expense or 
Canadian development expense of the shareholder 
corporation, shall be deemed to be a Canadian explo- 
ration and development overhead expense of the 
shareholder corporation incurred. by it at the time the 
expense was deemed by subsection (4) to have been 
incurred by it and shall be deemed at and after that 
time not to be a Canadian exploration and develop- 
ment overhead expense incurred by the joint explo- 
ration corporation. 

History: Subsec. 1206(4.1) added by P.C. 1985-465, subsec. 7(16), 


February 14, 1985, Canada Gazette, Part II, March 6, 1985, appli- 
cable to expenses renounced after March 6, 1985. 


(4.2) For the purposes of paragraphs 66(12.6)(b), 
(12.601)(d) and (12.62)(b) of the Act, a prescribed 
Canadian exploration and development overhead ex- 
pense of a corporation is 


(a) a Canadian exploration and development 
overhead expense of the corporation; 


(b) an expense that would be a Canadian explora- 
tion and development overhead expense of the 
corporation if the references to “connected with 
the taxpayer” in paragraph (d) of the definition 
“Canadian exploration and development over- 
head expense” in subsection (1) were read as 
“connected with the person to whom the expense 
is renounced under subsection 66(12.6), (12.601) 
or (12.62) of the Act”; and 


(c) an expense that would be a Canadian explora- 
tion and development overhead expense of the 
corporation if the references to “person who was 
connected with the taxpayer” in paragraph (d) of 
the definition “Canadian exploration and devel- 
opment overhead expense” in subsection (1) were 
read as “person to whom the expense is re- 


Income Tax Regulations 


nounced under subsection 66(12.6), (12.601) or 
(12.62) of the Act”. 
History: Subsec. 1206(4.2) amended by P.C. 1996-494, s. 2, April 


16, 1996, Canada Gazette, Part Il, May 1, 1996, applicable in re- 
spect of expenses incurred after December 2, 1992. 


Subsecs. 1206(4.2) added by P.C. 1990-2256, subsec. 4(3), October 
18, 1990, Canada Gazette, Part II, November 7, 1990, applicable in 
respect of expenditures or expenses incurred after February 1986. 


(4.3) For the purposes of subsections (4.2) and (5), a 
partnership shall be deemed to be a person and its 
taxation year shall be deemed to be its fiscal period. 
History: Subsecs. 1206(4.3) added by P.C. 1990-2256, subsec. 
4(3), October 18, 1990, Canada Gazette, Part Il, November 7, 1990, 
applicable in respect of expenditures or expenses incurred after Feb- 
ruary 1986. 


(5) For the purposes of subsection (6) and the defini- 
tion “Canadian exploration and development over- 
head expense” in subsection (1), 


(a) a person and a particular corporation are con- 
nected with each other if 


(i) the person and the particular corporation 
are not dealing at arm’s length, 


(ii) the person has an equity percentage in the 
particular corporation that is not less than 10 
per cent, or 


(iii) the person is a corporation in which an- 
other person has an equity percentage that is 
not less than 10 per cent and the other person 
has an equity percentage in the particular cor- 
poration that is not less than 10 per cent; 


(a.1) a person and another person that is not a 
corporation are connected with each other if they 
are not dealing at arm’s length; and 


(b) “costs incurred by a person” shall not include 


(i) an outlay or expense described in any of 
paragraphs (a) to (c) of that definition made or 
incurred by the person if the references in 
those paragraphs to “taxpayer” were read as 
references to “person”, 


(ii) an outlay or expense made or incurred by 
the person to the extent that it is not reasona- 
bly attributable to the use of a property by, the 
performance of a service for, or any materials, 
parts, or supplies acquired by, the taxpayer re- 
ferred to in that definition, and 


(iii) an amount in respect of the capital cost to 
the person of a property, other than, where the 
property is a depreciable property of the per- 
son, that proportion of the capital allowance 
of the person for his taxation year in respect 
of the property that may reasonably be consid- 
ered attributable to the use of the property by, 
or in the performance of a service for, the tax- 
payer referred to in that definition. 

History: Para. 1206(5)(a.1) added by P.C. 1990-2256, subsec. 4(4), 

October 18, 1990, Canada Gazette, Part Il, November 7, 1990, ‘ap- 


plicable in respect of expenditures or expenses incurred after Febru- 
ary 1986. 
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Subpara. 1206(5)(b)(i1i) substituted by P.C. 1985-465, subsec. 
7(17), February, 14, 1985, Canada Gazette, Part Il, March 6, 1985, 
effective commencing January 1, 1981. 


Subsec. 1206(5) added by P.C. 1981-3329, subsec. 7(7), November 
26. 1981, Canada Gazette, Part Il, December 9, 1981, effective 
“commencing January 1, 1981. 


(6).For the purpose: of subparagraph (5)(b)(iii), the 
“capital allowance” of a person (in this subsection 
referred to as the “owner’’) for his taxation year in. 
respect of a property owned by him means that pro- 
portion of an amount not exceeding 20 per cent of 
the amount that is . | 


. (a) in the case of a property owned by the owner 
on December 31, 1980, the lesser of 


(i) the capital cost of the property to the owner 

 computed-as if’no amount had been included 

therein that is a cost of borrowing capital, in- 

— cluding any cost incurred prior to the com- 
mencement of carrying on a business, and 


(ii) the fair ‘market value of the property on 
December 31, 1980, i 


(b) in the case of a property acquired by the 
owner after December 31, 1980 that was previ- 
ously owned by a person connected with the 
owner, the lesser of 


(i) the capital cost of the property, computed 


as if no amount had been included therein that 
is a cost of borrowing capital, including any 
cost incurred prior to the commencement of 
carrying on a business, to the person, who was 
connected with the owner, who was the first 
person to! acquire the property from a person 
with whom the owner was not connected, and 


(ii) the fair market value of the property at the 
time it was acquired by the owner, and 


(c) in any other case, the capital cost of the, prop- 
erty to the owner computed as if no amount had 
been included. therein that is a cost of borrowing 
capital, including any cost incurred prior to the 
commencement of carrying on a business, 


that’ the number of days in the taxation year during 
which the property was owned by the owner is of 
3693 


(7) For the purposes of paragraph (5)(a), “equity per- 
centage’ has the meaning assigned by paragraph 
95(4)(b) [95(4)“equity percentage’’] of the Act. 

History: Subsecs. 1206(6); (7) added by P.C. 1981-3329, subsec. 


7(7), Noyember 26, 1981, Canada Gazette, Part Il; December 9, 
1981, effective commencing January 1, 1981. 


(8) For the purposes of the definition “qualified terti- 
ary oil recovery project” in subsection (1), a “speci- 
fied royalty provision” means: 


(a) the Experimental Project Petroleum Royalty 
Regulation of Alberta (Alta. Reg. 36/79); 


(b) The Experimental Oil Sands Royalty Regula- 
tions of Alberta (Alta. Reg. 287/77); 


Reg. 
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(c) section 4.2 of the Petroleum Royalty Regula- 
tions of Alberta (Alta. Reg. 93/74); 


(d) section 58A of the Petroleum and Natural 
Gas Regulations, 1969 of Saskatchewan (Sas- 
katchewan Regulation 8/69); » OLOU 


(e) section 204 of The Freehold Oil and Gas Pro- 
duction Tax Regulations, 1983 of Saskatchewan 
(Saskatchewan Regulation 11/83); > 


(f) item 9 of section 2 of the Petroleum and Natu- 
ral Gas Royalty Regulations of British Columbia 
(B.C. Reg. 549/78); i 


(g) the Freehold Mineral Taxation Act’ of 
Alberta; mane 


(h) the Freehold Mineral Rights Tax Act of 
Alberta; 


(i) Order in Council 427/84 pursuant to section 
9(a) of the Mines and Minerals Act of Alberta; 


(j) Order in Council 966/84 pursuant to section 9 
of the Mines and Minerals Act of Alberta; or 


_(k) Order in Council 870/84 pursuant to, section 9 
of the Mines and Minerals Act of Alberta. 
History: Para. 1206(8)(k) added by P.C. 1990-162, subsec. 5(2), 
applicable to 1982 et seqe, 0 cae) | 2 
Subsec. 1206(8) added by P:€, 1985-465, subsec. 7(18); February 
14, 1985, Canada Gazette, Part I, March. 6,, 1985, effective com- 
mencing January 1, 1981. 


(8.1) For the purposes of paragraph (a) of the defini- 
tion of “qualified tertiary oil recovery project” in 
subsection (1), where at a.particular time uncondi- 
tional approval is given by a person referred to in 


‘subparagraph 18(1)(m)(i), (ii) or (iit) of the Act for a 


specified royalty provision to apply at a time after 
the particular time, the specified royalty provision 
shall be deemed to apply as of the particular time. 
History: Subsec. 1206(8.1) added by:P.C. 1990-2780, subsec. 7(7), 
December 20, 1990, Canada Gazette, Part Il, January. 16, 1991, ap- 
plicable after 1980. 


(9) For the purposes. of. the definition. “production 
royalty” in subsection (1),:a “Crown royalty” of a 
taxpayer in respect of the production of petroleum, 
natural. gas. or related hydrocarbons from a, natural 
accumulation of petroleum, or natural gas in Canada, 
an oil or gas well in Canada, a resource that is a bitu- 
minous sands deposit, oil sands deposit or oil shale 
deposit or in respect of the ownership of a natural 
reservoir of gas or petroleum in Canada means an 
amount 3 


(a) that would be included in computing his in- 
come for a taxation year by virtue of paragraph 
12(1)(o) of the Act in respect of such production 
or. ownership if that paragraph were read without 
reference to the words “or a prescribed amount”, 


(b) that would not be deductible in computing his 
income for a taxation year by virtue of paragraph 
18(1)(m) of the Act in respect of such production 
or ownership if that paragraph were read without 
reference to the words “other than a prescribed 
amount”, 
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(c) by which his proceeds of disposition of such 
production are increased by virtue of subsection 
69(6) of the Act, or 


(d) by which his cost of acquisition of such pro- 
duction is reduced by virtue of subsection 69(7) 
of the Act, 


less, in respect of an amount described in paragraph 
(a) or (b), the amount of any reimbursement, contri- 
bution or allowance referred to in section 80.2 of the 
Act received or receivable by the taxpayer in respect 
of that amount. 

History: The closing words of subsec. 1206(9) amended by P.C. 


1996-1488, subsec. 4(4), September 24, 1996, Canada Gazette, Part 
II, October 16, 1996, applicable after January 1990. 


That portion of subsec. 1206(9) preceding para. (a) substituted by 
P.C. 1990-2780, subsec. 7(8), December 20, 1990, Canada Gazette, 
Part II, January 16,:1991, applicable after June 30, 1988. 

That portion of subsec. 1206(9) preceding para. (a) substituted by 
P.C. 1990-162, subsec. 5(3), applicable to taxation years ending af- 
ter March 1985. 

Subsec. 1206(9) added by P.C. 1985-465, subsec. 7(19), February 
14, 1985, Canada Gazette, Part Il, March 6, 1985, effective com- 
mencing January 1, 1982. 


1207. Frontier exploration allowances — (1) A 
taxpayer may deduct in computing his income for a 
taxation year such amount as he may claim not ex- 
ceeding the lesser of 


(a) his income for the year, computed in accor- 
dance with Part I of the Act, if no deduction were 
allowed under this subsection; and 


(b) his frontier exploration base as of the end of 
the year (before making any deduction under this 
subsection for the year). 


(2) For the purposes of this section, the “frontier ex- 
ploration base” of a taxpayer as of a particular time 
means the amount by which the aggregate of 


(a) the aggregate of all amounts, each of which is 
an amount in respect of a particular oil or gas 
well in Canada equal to 667/3 per cent of the 
amount by which 


(i) expenses incurred after March, 1977 and 
before April, 1980 and before the particular 
time in respect of the well (other than ex- 
penses that may reasonably be regarded as 
having been incurred as consideration for ser- 
vices rendered to the taxpayer after March, 
1980) if those expenses would be included in 
the Canadian exploration expense of the tax- 
payer within the meaning of paragraph 
66.1(6)(a) [66.1(6)“Canadian exploration ex- 
pense”’] of the Act (if that paragraph were read 
without reference to subparagraphs (ili) and 
(iii.1) [paras. (f) and (g)] thereof and without 
reference to the words “within six months af- 
ter the end of the year, the drilling of the well 
is completed and” in subparagraph (ii) [para. 
(c)] thereof, and if the reference in subpara- 
graphs (iv) and (v) [paras. (h) and (i)] thereof 
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to “any of subparagraphs (i) to (iii.1) [paras. 
(a) to (g)]” were read as a reference to “sub- 
paragraph (i) or (ii) [para. (a) or (c)]”) other 
than 


(A) a cost of borrowing capital, including 
any cost incurred prior to the commence- 
ment of carrying on a business, that was a 
Canadian exploration expense of the 
taxpayer, | 


(B) an expense renounced by the taxpayer 
under subsection 66(10.1) of the Act, 


(C) an amount that, by virtue of subpara- 
graph 66.1(6)(a)(iv) [66.1(6)“Canadian ex- 
ploration expense”(h)] of the Act, was a 
Canadian exploration expense, if such 
amount was an expense referred to in 
clause (A) or (B) that was incurred by a 
partnership referred to in that subpara- 
graph, or 


(D) an amount that, by virtue of subpara- 
graph 66.1(6)(a)¢v): [66.1(6)“Canadian ex- 
ploration expense’’(i)] of the Act, was a 
Canadian exploration expense, if such 
amount was an expense referred to in 
clause (A) or (B) that the taxpayer incurred 
pursuant to an agreement referred to in that 
subparagraph, 


exceeds 


(ii) the taxpayer’s threshold amount in respect 
of the well; minus the amount that would be 
determined under subparagraph (i) in respect 
of the taxpayer for the well if the reference 
therein to “after March, 1977 and. before 
April, 1980” were read as “after June, 1976 
and before April, 1977”, and 


(a.1) where the taxpayer is a successor corpora- 
tion, any amount required by paragraph (7)(a) to 
be added before the particular time in computing 
the taxpayer’s frontier exploration base, 


exceeds the aggregate of 


(b) all amounts deducted by the taxpayer under 
subsection (1) in computing his income for taxa- 
tion years ending before the particular time, 


(c) 6673 per cent of the aggregate of all amounts, 
each of which is an amount that became receiva- 
ble by the taxpayer after March 28, 1979 and 
before the earlier of December 12, 1979 and the 
particular time, and in respect of which the con- 
sideration given by the taxpayer therefor was a 
property (other than a share, or a property that 
would have been a Canadian resource property if 
it had been acquired by the taxpayer at the time 
the consideration was given) or services. the cost 
of which may reasonably be regarded as having 
been primarily an expenditure in respect of an oil 
or gas well for which an amount was added in 
computing the taxpayer’s frontier exploration 
base by virtue of paragraph (a) or in computing 
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the frontier exploration base of a predecessor by 
virtue of paragraph (a) as it applied to the prede- 
cessor where the taxpayer is a successor corpora- 
tion to the predecessor, as the case may be; and 


(d) where the taxpayer is a predecessor, any 
amount required by paragraph (7)(b) to be de- 
ducted before the particular time in computing 
the taxpayer’s frontier exploration base. 
History: Cl. 1207(2)(a)(i)(A), para. 1207(2)(c) substituted by P.C. 
1981-3329; s. 8, November 26, 1981, Canada Gazette, Part Ll, De- 


cember 9, 1981, para. 1207(2)(c) effective, commencing December 
12, 1979. 


All that portion of subpara. 1207(2)(a)(i) preceding cl. (A) substi- 
tuted by P.C. 1980-3311; December 4, 1980, Canada Gazette, Part 
Hl, December 24, 1980. Pay, 


All that portion of subpara.°1207(2)(a)(i) preceding cl. (A), and cl. 
1207(2)(a)(i)(C) substituted by P.C. 1980-1483, subsec. 5(1), June 
5, 1980, Canada Gazette, Part II, June 25, 1980, effective Decem- 
ber 6, 1979. 

That portion of subsec. 1207(2) preceding para. (a) and that portion 
following para. (a) substituted by subsecs. 6(1), (2) of P.C. 1979- 
649, March 8, 1979, Canada Gazette, Part Il, March 28,°1979. 


(3) For the purposes of subparagraph (2)(a)(ii), a tax- 
payer’s “threshold amount” in respect of an oil or 
gas well means 


(a) where the taxpayer and one or more other per- 
sons have filed an agreement with the Minister in 
prescribed form in respect of the well and 


(i) the amount allocated to each such person in 
the agreement does not exceed the amount 
that would be determined, at the time. the 
agreement is. filed, under subparagraph 
(2)(a)(i) in respect of that person for the well, 
if the reference in that subparagraph to 
“March, 1977” were read as “June, 1976”, and 


(ii) the aggregate of the amounts allocated by 
the agreement is $5 million, 


the amount allocated to the taxpayer in the agree- | 


ment, but if no amount is allocated to the tax- 
payer in the agreement, nil; 

(b) where such an agreement has been filed in re- 
spect of the well by one or more persons other 
than the taxpayer, nil; or 


(c) where ho such agreement has been filed in re- 
spect of the well, $5 million. 


Forms: T3015: Allocation agreement to determine a taxpayer's 
threshold amount in respect of an oil or gas well. 


(4) Where as a result of mechanical or geological 
difficulties the drilling of a particular oil or gas well 
doés not achieve its stated geological objectives 
under the drilling authority issued by the relevant 
government body, and a further well, including a re- 
lief well, is drilled on the same geological formation 
and may reasonably be regarded as a continuation of 
or a substitution for the particular oil or gas well, the 
expenses in respect of the drilling of the further well 
shall, for the purposes of this section, be deemed to 
be expenses in respect of the drilling of the particular 
oil or gas well. 
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(5) For the purposes of this section, 


(a) when a shareholder corporation is deemed to 
have incurred a Canadian exploration expense by 
virtue of an election made by a joint exploration 
corporation pursuant to subsection 66(10.1) of 
the Act, that expense shall be deemed to. have 
been incurred by. the shareholder corporation at 
the time when it was incurred by the joint explo- 
ration corporation; and 


(b) when a member of a partnership is deemed to 
have incurred a Canadian exploration, expense by 
virtue of subparagraph 66.1(6)(a)(iv) 
[66.1(6)““Canadian exploration expense’’(h)] of 
the Act, that expense shall be deemed to have 
been incurred by the member at the time when it 
was incurred by the partnership. 

History: Para. 1207(5)(b) substituted by P.C. 1980-1483, subsec. 


5(2), June 5, 1980, Canada Gazette, Part I], June 25, 1980, effective 
December 6, 1979. 


(6) For the purposes of this section, “‘oil or gas well” 
means any well drilled for the purpose of producing 
petroleum or natural gas or of determining the exis- 
tence, location, extent or quality of an accumulation 
of petroleum or natural gas, other than a mineral 
resource. 

History: Subsec. 1207(6) substituted by P.C. 1990-2780, subsec. 


8(1), December 20, 1990, Canada Gazette, Part Il, January 16, 
1991, applicable to taxation years ending after March 1985. 


Subsec. 1207(6) substituted by P.C. 1985-465, s. 8, February 14, 
1985, Canada Gazette, Part Il, March 6, 1985, effective commenc- 
ing January. 1, 1981. 


(7) Subject to subsections 1202(5) and (6), where a 
corporation (in this section referred to as the “Stic- 
cessor corporation’) has at any time (in this subsec- 
tion referred to as the “time of acquisition”) after 
April 19, 1983 and in a taxation year (in this subsec- 
tion referred to as the “transaction year”) acquired a 
property from another person (in this subsection re- 
ferred to as the “predecessor’’), the following rules 
apply: 
(a) for the purpose of computing the frontier ex- 
ploration base of the successor corporation as of 
any time after the time of acquisition, there shall 
be added an amount equal to the amount required 
by paragraph (b) to be deducted in computing the 
frontier exploration base of the predecessor; and 


(b) for the purpose of computing the frontier ex- 
ploration base of the predecessor as of any time 
after the transaction year of the predecessor, there 
shall be deducted the amount, if any, by which 


(i) the frontier exploration base of the prede- 
cessor immediately before the time of acquisi- 
tion (assuming for this purpose that, in the 
case of an acquisition as a result of an amalga- 
mation described in section 87 of the Act, the 
predecessor existed after the time of acquisi- 
tion and no property was acquired or disposed 
of in the course of the amalgamation) 
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exceeds 


(ii) the amount, if any, deducted under subsec- 
tion (1) in computing the income of the prede- 
cessor for the transaction year of the 
predecessor. 
History: That portion of subsec. 1207(7) preceding para. (a) substi- 
tuted by P.C. 1990-2780, subsec. 8(2), December 20, 1990, Canada 


Gazette, Part II, January 16, 1991, applicable to taxation years end- 
ing after February 17, 1987. 


That portion of subsec. 1207(7) preceding para. (a) substituted by 
P.C. 1990-2256, subsec. 5(1), October 18, 1990, Canada Gazette, 
Part Il, November 7, 1990, applicable in respect of taxation years 
commencing after 1984. 

That portion of subséc. 1207(7) preceding para. (a) substituted by 
-P.C. 1990-162, s. 6, February 1, 1990, Canada Gazette, Part II, Feb- 
ruary 14, 1990, applicable with respect to acquisitions occurring af- 
ter 1982 except that with respect to acquisitions occurring after 
1982 and in taxation years commencing before 1985 the reference 
to “Canadian resource properties of the predecessor” shall be read 
as a reference to “property of the predecessor used by the predeces- 
sor in carrying on in Canada such of the businesses described in any 
of subparagraphs 66(15)(h)(i) to (vii) of the Act as were carried on 
by the predecessor”. 

That portion of subsec. 1207(7) preceding para. (a) substituted by 
P.C. 1985-2277, s. 5, July 24, 1985, Canada Gazette, Part II, Au- 
gust 7, 1985, applicable with respect to acquisitions of property oc- 
curring after April 19,1983. 

That portion of subsec. 1207(7) preceding para. (a) substituted by 
P.C. 1980-1483, subsec. 5(3), June 5, 1980, Canada Gazette, Part 
II, June 25, 1980, effective November 17, 1978. 

Subsec. 1207(7) substituted by subsec. 6(3) of P.C. 1979-649, 
March 8, 1979, Canada Gazette, Part II, March 28, 1979. 


Subsec. 1207(7) added by s. 7 of P.C. 1978-1849, June 8, 1978, 
Canada Gazette, Part II, June 28, 1978, applicable to taxation years 
ending after March 1977. 


(8) [Revoked] 


History: Subsec. 1207(8) revoked by P.C. 1990-2780, subsec. 8(3), 
December 20, 1990, Canada Gazette, Part II, January 16, 1991, ap- 
plicable to taxation years ending after February 17, 1987. 


Subsec. -1207(8)} added by P.C. 1990-2256, subsec. 5(2), October 
18, 1990, Canada Gazette, Part Il, November 7, 1990, applicable in 
respect of taxation years commencing after 1984 except that the 
Minister of National Revenue shall be deemed to have been notified 
in circumstances satisfying the condition set out in para. (c) if-the 
Minister is notified in writing of the agreement referred to therein 
within 180 days after November 7, 1990. 


1208. Additional allowances in respect of 
certain oil or gas wells — (1) Subject to subsec- 
tions (3) and (4) where a taxpayer has income for a 
taxation year from an oil or gas well that is outside 
Canada, or where an individual has income for a tax- 
ation year from an oil or gas well in Canada, in com- 
puting his income for the year he may deduct the 
lesser of 


(a) the aggregate of drilling costs incurred by him 
in that year and previous taxation years in respect 
of the well (not including the cost of land, leases 
or other rights and not including indirect ex- 
penses such as general exploration, geological 
and geophysical expenses) minus the aggregate 
of all amounts deductible in respect thereof in 
computing his income for previous years; and 
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(b) that part of his income for the year that may 
reasonably be regarded as 1 income from the well. 


(2) Where a taxpayer has more ‘than one oil or gas 
well to which subsection (1) applies, the allowance 
in respect of the drilling costs of each well shall be 
computed separately. 


(3) Where an individual has income for a taxation 
year from an oil or gas well in Canada, no deduction 
may be made under this section in computing such 
income in respect of drilling costs of that well in- 
curred after April 10, 1962. 


(4) Where a taxpayer has income for a taxation year 
from an oil or gas well that is outside Canada, no 
deduction may be made under this: section in com- 
puting such income in respect of drilling costs of that 
well incurred after 1971. 


1209. Additional allowances in respect of 
certain mines — (1) Subject to subsection (3), 
where a taxpayer operates in Canada a mine for the 
production of materials from a resource he may de- 
duct, in computing his income for a taxation year, 
such amount as he may claim not exceeding 25 per 
cent of the amount computed under subsection (2). 


(2) The amount referred to in subsection (1) is the 
aggregate of all expenditures made or incurred by 
the taxpayer before 1972 that are reasonably attribu- 
table to the prospecting and exploration for and the 
development of the mine prior to the coming into 
production of the mine in reasonable commercial 
quantities, except to the extent that the expenditures 
were 


(a) expenditures in respect of which a deduction 
from, or in computing, a taxpayer’s income tax or 
excess profits tax was provided by section 8 of 
the Income War Tax Act; i 


(b) expenditures in respect of which an amount 
was deducted in computing a taxpayer’s income 
under section 16 of chapter 63, S.C., 1947 or sec- 
tion 16 of chapter 53, S.C., 1947-48 or, if the ex- 
penditure was incurred prior to 1953, under sec- 
tion 53 of chapter 25, S.C.,. 1949 (Second 
Session); 


(c) expenditures incurred after 1952 in respect of 
which a deduction was or is provided by section 
53. of chapter 25, S.C., 1949, (Second. Session), 
section 83A of the Act as it read in its application 
to the 1971 taxation year or section 29 of the Jn- 
come Tax Application Rules; 


(d) expenditures deducted in vonpiente the in- 
come of the taxpayer in _ the year they were 
incurred; 


(e) the cost to the taxpayer of property in respect 
of which an allowance is provided under para- 
graph 20(1)(a) of the Act; or 


(f) the cost to the taxpayer of a ledsehold invorbist: 
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(3) The amount deductible under subsection (1) shall 
not exceed the amount computed under subsection 
(2) minus the aggregate of 


(a) amounts deducted under subsection (1) in 
computing the income of the taxpayer for previ- 
ous taxation years; and 


(b) similar amounts deducted in computing the 
income of the taxpayer for the purposes of the Jn- 
come War Tax Act and The 1948 Income Tax Act 
(as defined in paragraph 12(d) of the Income Tax 
Application Rules). 


History: Para. 1209(2)(c) amended by P.C. 1994-1817, s. 48, No- 
vember 1, 1994, Canada Gazette, Part II, November 30, 1994. 


1210. Resource allowance — (1) For the purpose 
of paragraph 20(1)(v.1) of the Act, there may be de- 
ducted in computing the income of a taxpayer for a 
taxation year the amount determined by the formula 


25 (A-B)-C 
where 


A is the taxpayer’s adjusted resource profits for the 
year; 

B is the total of all amounts each of which is a Ca- 
nadian exploration and development overhead 
expense made or incurred by the taxpayer in the 
year, other than an amount included therein be- 
cause of subsection 21(2) or (4) of the Act; and 


C is the amount, if any, by which 


(a) the total of all amounts determined under 
paragraphs 1205(1)(e) to (k) in computing the 
taxpayer’s earned depletion base at the end of 
the year, other than any portion of that total 
determined under paragraph 1205(1)(i) as a 
consequence of a disposition in the year of 
property in circumstances to which subsection 
1202(2) applies 


exceeds 


(b) 33 '/3 per cent of the total of all amounts 
determined under paragraphs 1205(1)(a) to 
(d.2) in computing the taxpayer’s earned de- 
pletion base at the end of the year. 


History: S. 1210 substituted by P.C. 1996-1488, s. 5, September 
24, 1996, Canada Gazette, Part II, October 16, 1996; subsec. (1) 
applicable to taxation years that begin after December 20, 1991 ex- 
cept that, where the year ended before March 19, 1993, the descrip- 
tion of B shall be read as follows: 


Bis the total of all amounts each of which is a Canadian 
exploration and development overhead expense made or 
incurred by the taxpayer in the year, other than each 
amount included therein in respect of financing, deducted 
in computing the taxpayer’s income for the year, 


That portion of subpara. 1210(1)(a)(i) preceding cl. (A) substituted 
by P.C. 1993-415, s. 2, March 9, 1993, Canada Gazette, Part II, 
March 24, 1993, applicable to taxation years commencing after 
1987. 

That portion of subpara. 1210(1)(a)(i) preceding cl. (A) substituted 
by P.C. 1990-2780, subsec. 9(1), December 20, 1990, Canada Ga- 
zette, Part II, January 16, 1991, applicable to taxation years com- 
mencing after 1987. 
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Cl. 1210(1)(a)(i)(A) and subpara. (1)(a)(ii1) substituted by subsecs. 
9(2), (3) of the said P.C. 1990-2780, applicable in respect of rentals 
and royalties computed by reference to the amount or value of pe- 
troleum, natural gas or related hydrocarbons produced after June 30, 
1988. 


Para. 1210(1)(b) substituted by subsec. 9(4) of the said P.C. 1990- 
2780, applicable to taxation years ending after February 17, 1987. 
Cl. 1210(1)(a)(i)(A) and subpara. (1)(a)(iii) substituted by P.C. 
1990-162, s. 7, February 1, 1990, Canada Gazette, Part Il, February 
14, 1990, applicable to taxation years ending after March 1985. 


Subsec. 1210(1) substituted by P.C. 1985-465, s. 9, February 14, 
1985, Canada Gazette, Part Il, March 6, 1985, applicable with re- 
spect to 1981 ef seq. except that with respect to taxation years that 
end before 1984 subsec. 1210(1) shall be read as follows: 


1210. (1) For the purposes of paragraph 20(1)(v.1) of the Act, 
there may be deducted in computing the income of a tax- 
payer, for a taxation year an amount equal to 25 per cent of 
the amount, if any, by which 


(a) his resource profits for the year (within the meaning 
assigned by subsection 1204(1) if that subsection were 
read without reference to paragraph (a) or subparagraph 
(b)(iv) thereof) computed as if no amounts were deducted 
in computing those resource profits 
(i) in respect of a rental or royalty paid or payable by 
the taxpayer (other than an incremental resource roy- 
alty, within the meaning assigned by thePetroleum 
and Gas Revenue Tax Act, an amount prescribed in 
section 1211 or an amount that is a production roy- 
alty) computed by reference to the amount or value 
of petroleum, natural gas or related hydrocarbons 
produced after December 31, 1981 from a property 
that is an oil or gas well in Canada, 


(ii) in respect of financing, or 
(iii) under paragraph 20(1)(v.1) of the Act or para- 
graph 1204(1)(d) or (e) 
exceeds the aggregate of 
(b) the aggregate of all amounts each of which is a Cana- 
dian exploration and development overhead expense 


made or incurred by the taxpayer in the year, other than 
an amount included therein 
(i) that is in respect of financing, or 
(ii) in respect of which a person has received, is enti- 
tled to receive or, at any time, becomes entitled to 
receive 
(A) an incentive under the Petroleum Incentives 
Program Act, or 
(B) a payment from the Alberta Petroleum In- 
centives Program Fund under thePetroleum In- 
centives Program Act of the Province of Alberta, 
and 
(c) the aggregate of all amounts each of which is an 
amount included in his resource profits for the year that 
was a rental or royalty (other than a production royalty) 
computed by reference to the amount or value of petro- 
leum, natural gas or related hydrocarbons produced after 
December 31, 1981 from an oil or gas well in Canada. 
Subsec. 1210(1) substituted by P.C. 1981-3329, s. 9, November 26: 
1981,Canada Gazette, Part Il, December 9, 1981, applicable in re- 
spect of 198let seq. 


(2) For the purposes of this section, “adjusted re- 
source profits” of a taxpayer for a taxation year is the 
amount, which may be positive or negative, deter- 
mined by the formula 


A+B—C 
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where 


A is the amount that would be the taxpayer’s re- 
source profits for the year if the following as- 
sumptions were made: 


(a) the amount determined under paragraph 
1204(1)(a) were nil, 


(b) subsection 1204(1) were read without ref- 
erence to subparagraph 1204(1)(b)(iv) and the 
definition “resource activity” in subsection 
1206(1) were read without reference to para- 
graph (d) of that definition, 


(c) the following amounts were not deducted 
in computing the taxpayer’s gross resource 
profits for the year and were not deducted in 
computing the taxpayer’s resource profits for 
the year: 


(i) each amount deducted in computing the 
taxpayer’s income for the year in respect 
of a rental or royalty paid or payable by 
the taxpayer (other than an amount pre- 
scribed in section 1211 or an amount that 
is a production royalty) computed by refer- 
ence to the amount or value of petroleum, 
natural gas or related hydrocarbons 


justed resource profits”, FESC 
under subsection 121061). Sabcection 1210¢ 
vide for the treatment of * Rae ovate 


tion 1206(1). 


(A) produced from a natural accumula- 
tion (other than a resource) of petro- 
leum or natural gas in Canada or an oil 
or gas well in Canada, or 


(B) produced from a resource that is a 
bituminous sands deposit, oil sands de- 
posit or oil shale deposit, 


(ii) each amount deducted in computing 
the taxpayer’s income for the year 
(A) under any of paragraphs 20(1)(e), 
(e.1), (e.2) and (f) of the Act, or 
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(B) as, on account of or in lieu of, inter- 
est in respect of a debt owed by the tax- 
payer, and 


(iii) each amount deducted. Gndne any of 
paragraph 20(1)(v.1) and sections 65 to 
66.7 of the Act and subsections 17(2) and 
(6) and section 29 of the /ncome Tax Ap- 
plication Rules, 


(d) each amount that is the taxpayer’s:share of 
the income or loss of a partnership from any 
source were not taken into account, and 


(e) subsections 1204(1) and (1.1) provided for 
the computation of negative amounts where 
the amounts subtracted in computing gross re- 
source profits and resource profits exceed the 
amounts added in computing those amounts; 


B is the total of all amounts each of which is the 
taxpayer’s share of the adjusted resource profits 
of a partnership for the year, as determined under 
subsection (3) or (4); and 


C is the amount, if any, by which 


(a) the total of all amounts each of which is an _ 
amount included in the taxpayer's gross re- 
source profits for the year as a rental or roy- 
alty (other than a production royalty) com- 
puted by reference to the amount or value of 
petroleum, natural gas or related hydrocarbons 
produced from 


(i) a natural accumulation (other than a re- 
source) of petroleum or natural gas in Can- 
ada or an oil or gas well in Canada, or 


(ii) a resource that is a bituminous sands 
deposit, oil sands deposit or oil shale 
deposit 


exceeds 


(b) where the year ends after March 6, 1996, 
the total of all outlays and expenses that were 
made or incurred in respect of the total de- 
scribed in paragraph (a) to the extent that the 
outlays and expenses were deducted in com- 
puting the taxpayer’s gross resource profits 
for the year. 


sie chia, Amendment - 
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History: S. 1210 substituted by P.C. 1996-1488, s. 5, September 
24, 1996, Canada Gazette, Part Il, October 16, 1996; subsec. (2) 
applicable to taxation years that begin after December 20, 1991 ex- 
cept that, where the year began before March 19, 1993, subpara- 
graph (c)(ii) of the description of A shall be read as follows: 


(11) each amount in respect of financing deducted in comput- 
ing the taxpayer’s income for the year, 


(3) Where a taxpayer is a member of a partnership in 
a fiscal period of the partnership that ends in a taxa- 
tion year of the taxpayer, the taxpayer’s share of the 
partnership’s adjusted resource profits for the year is 


(a) nil, where the fiscal period began before De- 
cember 21, 1991; and 


(b) in any other case, the amount, which may be 
positive or negative, that could, if this subsection 
did not apply, reasonably be considered to re- 
present the taxpayer’s share of the partnership’s 
adjusted resource profits for the fiscal period, de- 
- termined on the assumption that each partnership 
is a taxpayer the fiscal period of which is a taxa- 
tion year. 
History: S. 1210 substituted by P.C. 1996-1488, s. 5, September 


24, 1996, Canada Gazette, Part II, October 16, 1996; subsec. (3) 
applicable to taxation years that begin after December 20, 1991. 


(4) Notwithstanding subsection (3), where a taxpayer 
is a member of an exempt partnership in a fiscal pe- 
riod of the partnership that begins before 2000 and 
ends in a taxation year of the taxpayer and the tax- 
payer’s share of the partnership’s adjusted resource 
profits for the year would, if this subsection did not 
apply, be a negative amount, the taxpayer’s share of 
the partnership’ s adjusted resource profits for the 
year is the amount, which may be positive or nega- 
tive, determined by the formula 


AXB 


where 


A is the amount that would, if this subsection did 
not apply, be the taxpayer’s share of the partner- 
ship’s adjusted resource profits for the year; and 
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is 
(a) nil, where 
(1) the partnership i is an exempt partnership 


in respect of the taxpayer at the end of the 
fiscal period, and 


(ii) at. the end of the fiscal period, all or 
substantially all of the assets of the part- 
nership were held in connection with one 
or more working interests 
(A) the production from which began in 
reasonable commercial quantities 
before December 21, 1991, or 


(B) the production from which was to 
begin in reasonable, commercial quanti- 
ties after December 20, 1991 in accor- 
dance with an agreement in writing 
made before. December 21, 1991, and 


(b) in any other case, the lesser of one and the 
amount determined by the formula 


C 


Dd 
where 
C is the amount that would be the partner- 
ship’s adjusted resource profits for the fis- 
cal period if the partnership did not have 
- any working interest described in subpara- 
graph (a)(it), and 
D is the partnership’s adjusted resource prof- 
its for the fiscal period. 


History: S. 1210 substituted by’ P:C. 1996-1488, s. 5, September 
24, 1996, Canada Gazette, Part Il, October 16, 1996; subsec. (4) 
applicable to taxation years that begin, after December 20, 1991. 


CS adjusted! resource a pinta for 
defined by subsection 1210(2)). 
oS es Notice of ways and Means 


he Ae nase Soak 12 2) \(Z. Hh . the Act, 138% 
ed | for js added in computing a taxpayer's income 
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In conjunction with paras 


1211. Prescribed amounts — The following 
amounts are hereby prescribed for the purposes of 
paragraphs 12(1)(o) and 18(1)(m) of the Act: 
(a) an amount paid to, an amount that became 
payable to, or an amount that became receivable 
by A 
(i) Her Majesty in right of Canada for the use 


and benefit of a band or bands as defined in. 


the Indian Act, or 
(ii) Petro-Canada; 


(b) an amount paid to, an amount that became 
payable to, or an amount that became receivable 


by any of the persons referred to in any of sub-_ 


paragraphs 18(1)(m)(i) to Gii) of the Act 
(i) that is an amount that may reasonably be 
regarded as being in respect of a rental for any 
property described in clause 66(15)(c)(@i)(B) 
[66(15)“Canadian resource property’’(b)(ii)] 
or subparagraph 66(15)(c)(vi) [66(15)"Cana- 
dian resource property’ (f)] of the Act, 


(ii) that was paid, became payable, or became 
receivable prior to the commencement of pro- 
duction of minerals from the property referred 
to in subparagraph (i) in reasonable commer- 
cial quantities, and 


(iii) that was paid, became payable, or became 
receivable, after December 11, 1979, in  re- 
spect of a period commencing after that date; 


(c)'an amount paid to, an amount that became 
payable to, or an amount that became receivable 
by any of the persons referred to in any of sub- 
paragraphs 18(1)(m)(i) to (iii) of the Act 
(i) that may reasonably be regarded as being 
in respect of a rental for a right, licence or 
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privilege to store underground petroleum, nat- 
ural gas or other related hydrocarbons in Can- 
ada, and — ; 


(ii) that was paid, became payable, or became 
receivable, after December 11, 1979, in re- 
spect of a period commencing after that date; 
(d) an amount equal to the lesser of 
(i) an amount that - 
(A) became payable to or receivable by 
any of the persons referred to in any of 
subparagraphs 18(1)(m)(i) to (iii) of the 
_Act as:a rental for property described in 
subparagraph 66(15)(c)(i) [66(15)“Cana- 
_dian resource property’(a)] of the Act. or. 
for a portion of such property, and 


(B) became payable or receivable 


(1) in a taxation year in which there was. 
no taking of petroleum, natural gas or 
related hydrocarbons in relation to the 
property or portion thereof, as the case 
may. be, to which the rental relates, if 
the amount became payable or receiva- 
ble after 1984, or 


(II) prior to the taking of petroleum, 
natural gas or related hydrocarbons in — 
relation to the property or portion — 
thereof, as the case may be, to which 
the rental relates, if the amount became 
payable or receivable after October 31, 
1982 and before 1985, and 


(ii) an amount equal to $2.50 per year per hec- 
tare times the number of hectares to which the 
amount referred to in subparagraph (1) relates, 
and 


(e) an amount paid under section 49 of the Can- 
-ada Oil and Gas Act. 
History: Paras. 1211(d) and (e) added by P.C. 1985-465, s.°10, 
February 14, 1985, Canada Gazette, Part I, March 6, 1985,;appli- 
cable, as to para. 1211(d), with respect to amounts that after Octo- 
ber 31, 1982 become payable or receivable, and as to para. 1211(e), 
to amounts paid after October 31, 1982. 


Subpara. 1211(b)(i) substituted by P.C. 1981-3329, s. 10, November 
26, 1981, Canada Gazette, Part Il, December 9, 1981. 


Paras. 1211(b), (c) added by P.C. 1980-3279, s. 2, December 4 + 
1980, Canada Gazette, Part Il, December 24, 1980. S. 1211 added 
by P.C. 1978-1849, s. 8, June 8, 1978, Canada Gazette, Part Il, June: . 
28, 1978, applicable to taxation years ending after May 6, 1974. 


interpretation Bulletins: IT-438R2: Crown charges — resource 
properties in Canada. : 


1212. Supplementary depletion allowances — 
(1) In computing a taxpayer’s income for a taxation 
year there may be deducted 

(a) where the taxpayer is a corporation, such 


amount as it may claim not exceeding the lesser 
of . 


(i) the aggregate of 


(A) 50 per cent of its income for the year, 
computed in accordance with Part I of the 
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Act without reference to paragraphs 
59(3.3)(c) and (d) thereof, if no deduction 
were allowed under this subsection or sub- 
section 1207(1), and 


(B) the amount, if any, included in its in- 
come for the year by virtue of paragraphs 
59(3.3)(c) and (d) of the Act, and 


(ii) its supplementary depletion base as of the 
end of the year (before making any deduction 
under this subsection for the year); and 


(b) where the taxpayer is not a corporation, such 
amount as he may claim not exceeding the lesser 
of 


(i) the aggregate of 


(A) 25 per cent of the amount, if any, by 
which his resource profits for the year ex- 
ceed four times the amount, if any, de- 


ducted by virtue of subparagraph 
1201(a)G), in computing his income for the 
year, and 


(B) the amount, if any, included in his in- 
come for the year by virtue of paragraphs 
59(3.3)(c) and (d) of the Act, and 


(ii) his supplementary depletion base as of the 
end of the year (before making any deduction 
under this subsection for. the year). 
History: Subparas. 1212(1)(a)(i), (b)(i) substituted by P.C. 1981- 
3329, subsecs. 11(1), (2), November 26, 1981, Canada Gazette, 
Part II, December 9, 1981. 


(2) For the purpose of computing the supplementary 
depletion base of a corporation, where, after the cor- 
poration last ceased to carry on active business, con- 
trol of the corporation is considered, for the purposes 
of subsection 66(11) of the Act, to have been ac- 
quired by a person or persons who did not contro] 
the corporation at the time when it so ceased to carry 
on active business, the amount by which the supple- 
mentary depletion base of the corporation at the time 
it last ceased to carry on active business exceeds the 
aggregate of amounts otherwise deducted under sub- 
section (1) in computing its. income for taxation 
years ending after that time and before control was 
so. acquired, shall be deemed to have been deducted 
under subsection (1) by the corporation in computing 
its income for taxation years ending before contro] 
was so acquired. 


(3) For the purposes of this section, “supplementary 
depletion base” of a taxpayer as of a particular time 
means the amount by which the aggregate of 


(a) 50 per cent of the aggregate of all expendi- 
tures each of which was incurred by him before 
the particular time and each of which was the 
capital cost to him.of property that is enhanced 
recovery. equipment, 

(b) 33!/s per cent of the aggregate of all expendi- 
tures each of which was incurred by him before 
the particular time and each of which was the 
capital cost to him of property (other than prop- 
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erty that had, before it was acquired by him, been 

used for any purpose whatever by any person 

with whom he was. not dealing at arm’s length) 

that is bituminous sands equipment acquired by 
him before 1981, and 


(c) where the taxpayer is a successor corporation, 
any amount required by paragraph (4)(a) to be 
added before the particular time in computing the 
taxpayer’s supplementary depletion base, 


exceeds the aggregate of 


'(d) all amounts deducted by the taxpayer under 
subsection (1) 1n computing his income for taxa- 
tion years ending before the particular time; 


(e) 50 per cent of the aggregate of all amounts, 
each of which is a cost of borrowing capital, in- 
cluding any cost incurred prior to. the commence- 
ment of carrying on a business, included in the 
capital cost.to him of depreciable property de- 
scribed in paragraph (a); 

(f) 33'/4 per cent of the aggregate of all amounts, 
each of which is a cost of borrowing capital, in- 
cluding any cost incurred prior to the commence- 
ment of carrying on a business, included in the 
capital cost. to him of depreciable property de- 
scribed in paragraph (b); 

(g) 50 per cent of the aggregate of all amounts, 
each of which is an amount in respect of a dispo- 
sition of property (other than a disposition of 
property, that had been used by the taxpayer, to 
any person with whom the taxpayer was not deal- 
ing at arm’s length) of the taxpayer before the 
earlier of December 12, 1979 and the particular 
time, the capital cost of which was added in com- 
puting the taxpayer’s supplementary depletion 
base by virtue of paragraph (a) or in computing 
the supplementary depletion base of a predeces- 
sor by virtue of paragraph (a) as it applied to the 
predecessor where the taxpayer is a successor 
corporation to the predecessor, as the case may 
be, and each of which is the amount that is equal 
to the lesser of 


(i) the proceeds of disposition of the property, 
and 


(ii) the capital cost of the property to the tax- 
payer or the predecessor, as the case may be, 
computed as if no anrount.had been included 
therein that is a cost of borrowing capital, in- 
cluding a cost incurred prior to the com- 
mencement of carrying on a business; 


(h) 33/3 per cent of the aggregate of all amounts, 
each of which is an amount in respect of a dispo- 
sition of property (other than a disposition of 
property, that had been used by the taxpayer, to 
any person with whom the taxpayer was not deal- 
ing at arm’s length) of the taxpayer before the 
earlier of December 12, 1979 and the particular 
time, the capital cost of which was added:in com- 
puting the taxpayer’s supplementary depletion 
base by virtue of paragraph (b) or in computing 
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the supplementary depletion base of a predeces- 
sor by virtue of paragraph (b) as it applied to the 
predecessor where the taxpayer is a successor 
corporation to the predecessor, as the case may 
be, and each of which is the amount that is equal 
to the lesser. of 


(i) the proceeds of eeuiceitee of the property, 
and 


(ii) the capital cost of the property to the tax- 
payer or the predecessor, as the case may be, 
computed as if no amount had been included 
therein that is a cost of borrowing capital, in- 
cluding any cost incurred prior to the com- 
mencement of carrying on a business; and 


(i) where the taxpayer is a predecessor, any | 


amount required by paragraph (4)(b) to be de- 
ducted before the particular time in computing 
the taxpayer’s supplementary depletion base. 


History: Para. 1212(3)(b) substituted by P.C. 1985-465, s. 11, Feb- 
ruary 14, 1985, Canada Gazette, Part II, March 6, 1985, applicable 
to 1984 et seq. 


Paras. 1212(3)(b), (e)—-(h) substituted by P.C. 1981-3329, subsecs. 
11(3), (4), November 26, 1981, Canada Gazette, Part II], December 
9, 1981, effective, as to para. 1212(3)(b), commencing January 1, 
1981, and, as to those portions of paras: 1212(3)(g) and (h) preced- 
ing subparas. (i) thereof, commencing December 12, 1979. 


Paras. 1212(3)(a),:(b), (g), (h) substituted by P.C. 1980-1483, s. 6, 
June 5, 1980, Canada Gazette, Part Il, June 25, 1980. . 


(4) Subject to subsections 1202(5) and (6), where a 
corporation (in this section referred to as the “suc- 
cessor corporation’’) has at any time (in this subsec- 
tion referred to as the “time of acquisition”) after 
April 19, 1983 and in a taxation year (in this subsec- 
tion referred to as the “‘transaction year”) acquired a 
property from another person (in this subsection re- 
ferred to as the “predecessor”’), the following rules 
apply: 
(a) for the purpose of arnt the supplemen- 
tary depletion base of the successor corporation 
as of any time after the time of acquisition, there 
_ shall.be added an amount equal to. the amount re- 
quired by paragraph (b) to be deducted in com- 
puting the supplementary depletion base of the 
predecessor; and 


(b) for the purpose of computing the supplemen- 
tary depletion base of the predecessor as of any 
time after the transaction year of the predecessor, 
there shall be deducted the amount, if any, by 
which 


(i) the supplementary depletion base of the 
predecessor immediately after the time of ac- 
quisition (assuming for this purpose that, in 
the case of an acquisition as a result of an 
amalgamation described in section 87 of the 
Act, the predecessor existed after the time of 
acquisition and no property was acquired or 
disposed of in the course of the 
amalgamation) 
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exceeds 


(ii) the amount, if any, deducted under subsec- 
tion (1) in computing the income of the prede- 
cessor for the transaction year of the 
predecessor. 


History: That portion of subsec. 1212(4) preceding para. (a) substi- 
tuted by P.C. 1990-2780, subsec. 10(1), December 20, 1990, Can- 
ada Gazette, Part II, January 16, 1991, applicable to taxation years 
ending after February 17, 1987. 


That portion of subsec. 1212(4) preceding para. (a) substituted by 
P.C. 1990-2256, subsec. 6(1), October 18, 1990, Canada Gazette, 
Part Il, November 7, 1990, applicable in respect of taxation years 
commencing after 1984. 


That portion of subsec. 1212(4) ahve para. (a) substituted by 
P.C. 1990-162, s. 8, February 1, 1990, Canada Gazette, Part II, Feb- 
ruary 14, 1990, applicable with respect to acquisitions occurring af- 
ter 1982 except that with respect to. acquisitions: occurring after 
1982: and in taxation years commencing before 1985, the reference 
to “Canadian resource properties of the predecessor” shall be read 
as a reference to “property of the predecessor used by the predeces- 
sor in carrying on in Canada such of the businesses described in any 
of subparagraphs 66(15)(h)(i) to (vii) of the Act as were carried on 
by the predecessor”. 


That portion of subsec. 1212(4) preceding para. (ah substituted by 


P.C. 1985-2277, s. 6, July 24, 1985, Canada Gazette, Part II, Au- 


gust 7, 1985, applicable with respect to acquisitions of property oc- 
curring after April 19, 1983. 

Ali that portion of subsec. 1212(4) preceding para. (a) substituted 
by P.C. 1980-1483, s. 6, June 5, 1980, Canada Gazette, Part II, June 
25, 1980, effective November 17, 1978. — 


(5) [Revoked] 


History: Subsec. 1212(5) revoked by P.C. 1990-2780, subsec. 
10(2), December 20, 1990, Canada Gazette, Part II, January 16, 
1991, applicable to taxation years ending after February 17, 1987. 


Subsec. 1212(5) added by P.C. 1990-2256, subsec. 6(2), October 
18, 1990, Canada Gazette, Part Il, November 7, 1990, applicable in 
respect of taxation years commencing after 1984 except that the 
Minister of National Revenue shall be deemed to have been notified 
in circumstances satisfying the condition set out in para. (c) if the 
Minister is notified in writing of the agreement referred to therein 
within 180 days after November 7, 1990. 


History [Reg. 1212]: S. 1212 added by, s, 7 of P.C. 1979-649, 
March 8, 1979, Canada Gazette, Part II, March 28, 1979, effective 
for taxation years ending after April 10, 1978. 


1213. Prescribed deductions — For the pur- 
poses of subparagraph 66.1(2)(a)(ii) of the Act, “pre- 
scribed deduction” in respect of a corporation for a 
taxation year means an amount deducted under sub- 
section 1202(2) by the corporation in computing its 
income for the year. 

History: S. 1213 substituted by P.C. 1990-2780, s. 11, December 


20, 1990, Canada Gazette, Part II, January 16, 1991, /anphisePtp to 
taxation years ending after February .17, 1987. 


S. 1213 added by P.C. 1981-3329, s. 12, November 26, 1981, Can- 
ada Gazette, Part Il, December 9, 1981, applicable in respect of tax- 
ation years ending after December 11, 1979. 


1214. Amalgamations and windings-up — (1) 
Where a particular corporation amalgamates with an- 
other corporation to form a new corporation, or the 
assets of a subsidiary are transferred to its parent 
corporation on the winding-up of the subsidiary, and 
subsection 87(1.2) or 88(1.5) of the Act is applicable 
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to the new corporation or the parent corporation, as 
the case may be, the new corporation or the parent 
corporation, as the case may be, shall be deemed to 
be the same corporation as, and a continuation of, 
the particular corporation or the subsidiary, as the 
case may be, for the purposes of : 


(a) computing the mining exploration depletion 
base (within the meaning assigned by subsection 
1203(2)), the earned depletion base, the frontier 
exploration base (within the meaning assigned by 
subsection 1207(2)) and the supplementary de- 
pletion base (within the meaning assigned by 
subsection 1212(3)) of the new corporation or the 
parent corporation, as the case may be;.and 


(b) determining the amounts, if any, that may be 
deducted under subsection 1202(2) in computing 
the income of the new corporation or the parent 
corporation, as the case may’ be, for a particular 
taxation year. 


(2) Where there has been an amalgamation (within 
the meaning assigned by subsection 87(1) of the Act) 
of two or more particular corporations to form one 
corporate entity, that entity shall be deemed to be the 
same corporation as, and a continuation of, each of 
the particular corporations for the purposes of sub- 
section 1202(9). 


(3) Where a taxable Canadian corporation (in this 
subsection referred’ to as the “subsidiary”) has been 
wound up in circumstances in which subsection 
88(1) of the Act applies in respect of the subsidiary 
and another taxable Canadian corporation (in this 
subsection referred to as the “parent”), the parent 
shall be deemed to be the same corporation as, and a 
continuation of, the subsidiary for the purposes of 
subsection 1202(9). 


History: The heading to s. 1214 substituted by P.C. 1990-2780, 
subsec. 12(1), December 20, 1990. Canada Gazette, Part Il, January 
16, 1991, applicable in respect of amalgamations or windings-up 
commencing after 1982. 


Subsec. 1214(1) substituted for s. 1214, and subsecs. (2), (3) added, 
by subsec. 12(2) of the said P.C. 1990-2780, applicable in respect of 
amalgamations and windings-up occurring after January 15, 1987 
except that, in respect of amalgamations and windings-up in taxa- 
tion years ending before February 18, 1987, para. 1214(1)(b) shall 
be read as if the reference to “subsection 1202(2)” were a reference 
to “subsections 1202(2) and (3)”. 


S. 1214 substituted by P.C. 1990-162, s. 9, February 1, 1990, Can- 
ada Gazette, Part Ul, February 14, 1990, applicable with respect to 
amalgamations occurring or windings-up commencing after 1982. 
All that portion of s. 1214 preceding para. (b) substituted by P.C. 
1985-465, s. 12, February 14, 1985, Canada Gazette, Part Il, March 
6, 1985, applicable to amalgamations occurring after December 14, 
1975. 


S. 1214 added by P.C. 1981-3329, s. 12, November 26, 1981, Can- 
ada Gazette, Part Il, December 9, 1981, effective commencing De- 
cember 15, 1975. 


1215. [Revoked] 


History: S. 1215 revoked by P.C. 1990-2256, s. 7, October 18, 
1990, Canada Gazette, Part II, November 7, 1990, applicable after 
1985. 
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S. 1215 added by P.C. 1985-465, s:13, February 14, 1985, Canada 
Gazette, Part Il, March 6, 1985, applicable to 1984 ef seq. 


1216. Prescribed persons — For the purposes of 
subsection 208(1) of the Act, “prescribed person” 
means a person described in paragraph 149(1)(d) of 
the Act. 

History: S. 1216 added by P.C. 1985-465, s. 14, February 14, 
1985, Canada Gazette, Part Il, March 6, 1985, applicable to 1979 et 


seq. 


1217. Prescribed Canadian exploration ex- 
pense — (1) For the purposes of subsection 
66(14.1) of the Act, the prescribed Canadian explo- 
ration expense of a corporation for a taxation year is 
the amount, if any, by which its total specified ex- 
ploration expenses for the year exceed its total ex- 
ploration assistance for the year. 


(2) For the purposes of subsection (1), the total spec- 
ified exploration expenses of a particular corporation 
for a particular taxation year are the aggregate of 


(a) all expenses (other than expenses. referred to 
in paragraph (b) or (c)) that are described in any 
of subparagraphs 66.1(6)(a)(@) to (ii) of the Act 
and that were incurred by the particular corpora- 
tion in the particular year and after March 1985 
and before. October 1986, 


(b) where the particular corporation is a share- 
holder corporation of a joint exploration corpora- 
tion, all expenses described in any of subpara- 
graphs 66.1(6)(a)(i) to (ii) of the Act that were 
incurred by the joint exploration corporation after 
March 1985 and before October 1986 and in the 
taxation year of the joint exploration corporation 
ending in the particular year and that were 
deemed under paragraph 66(10.1)(c) of the Act to 
be Canadian exploration expenses incurred by the 
particular corporation in the particular year, and 


(c) all expenses that would be described in. sub- 
paragraph 66.1(6)(a)(iv) or (v) of the Act if the 
references in those subparagraphs to “any of sub- 
paragraphs (i) to (iii.1) incurred” were read as 
“any of subparagraphs (i) to (ti) incurred after 
March 1985 and before October 1986” and that 
were incurred by the particular corporation in the 
particular year or by a partnership in a fiscal pe- 
riod of the partnership that ended in the particular 
year if, at the end of that fiscal period, the partic- 
ular corporation was a member of the partnership 


other than 


(d) expenses renounced by the corporation at any 
time under subsection 66(10.1) or (12.6) of the 
Act, 


(e) Canadian exploration and development over- 
head expenses of the corporation or of a partner- 
ship of which the corporation was a member, or 


(f) expenses incurred or deemed to have been in- 
curred by the corporation in a period during 
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which it was exempt from tax on its taxable in- 
come under Part I of the Act. 


(3) For the purposes of subsection (1), the total ex- 
ploration assistance of a corporation for a taxation 
year is the aggregate of all amounts each of which is 
an amount of assistance or benefit that the corpora- 
tion has received or.is entitled to receive in the year 
from a government, municipality or other public au- 
thority in respect of an expense that is included in its 
total specified exploration expenses for the year by 
virtue of paragraph (2)(a) or (c), whether such 
amount is by way of a grant, subsidy, rebate, forgiv- 
able loan, deduction from royalty or tax, rebate of 
royalty or tax, investment allowance or any. other 
form of assistance or benefit. 


History: S. 1217 added by P.C. 1988-1608, s. 2, August 11, 1988, 
Canada Gazette, Part Il, August 31, 1988, applicable to 1985 ef seq. 


1218. Prescribed Canadian development ex- 
pense — (1) For the purposes of subsection 
66(14.2) of the Act, prescribed Canadian develop- 
ment expense of a corporation for a taxation year is 
the amount, if any, by which its total specified devel- 
opment expenses for the year exceed its total devel- 
opment assistance for the year. 


(2) For the purposes of subsection (1), the total spec- 
ified development expenses of a particular corpora- 
tion for a particular taxation year is the aggregate of 


(a) all expenses (other than expenses referred to 
im paragraph (b) or (c)) that are described in sub- 
paragraph 66.2(5)(a)(i) or (1.1) [66.2(5)“Canadian 
development expense’’(a) or (b)] of the Act and 
that were incurred: by the corporation in the par- 
ticular year and after March 1985 and before Oc- 
tober 1986, 


(b) where the particular corporation is a share- 
holder corporation of a joint exploration corpora- 
tion, all expenses that are described in subpara- 
graph 66.2(5)(a)(i) or (1.1) [66.2(5)“Canadian 
development expense’’(a) or (b)] of the Act, that 
were incurred by the joint exploration corporation 
after March 1985 and before October 1986 and in 
the taxation year of the joint exploration corpora- 
tion ending in the particular year and that were 
deemed under paragraph 66(10.2)(c) of the Act to 
be Canadian development expenses incurred by 
the particular corporation in the particular. year, 
and 


(c) all expenses that would be described in sub- 
paragraph 66.2(5)(a)(iv) or (v) [66.2(5)“Canadian 
development expense’ (f) or (g)] of the Act if the 
references in those subparagraphs to “any of sub- 
paragraphs (1) to (iii) incurred” were read as 
“subparagraph (i) or (i.1) incurred after March 
1985 and before October 1986” and that were in- 
curred by the particular corporation in the partic- 
ular year or by a partnership in a fiscal period of 
the partnership that ended in the particular year 
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if, at the end of that fiscal period, the particular 
corporation was a member of the Ninna 


other than 


(d) expenses renounced by the corporation at any 
time under subsection 66(10.2), (12.601). or 
(12.62) of the Act, 


(e) Canadian exploration and development Over- 
_ head expenses. of the corporation, or of a partner- 
ship of which the corporation was a member, or 


(f) expenses incurred or deemed to have been in- 
curred by the corporation in a period during 
which it was exempt from tax on its taxable in- 
come under Part I of the Act. 


(3) For the purposes of subsection (1), the total de- 
velopment assistance of a corporation for a taxation 
year is the aggregate of all amounts each of which is 
an amount of assistance or benefit that the corpora- 
tion has received or is entitled to receive in the year 
from a government, municipality or other public au- 
thority in respect of an expense that is included in its 
total specified development expenses for the year by 
virtue of paragraph (2)(a) or (c), whether such 
amount is by way of a grant, subsidy, rebate, forgiv- ~ 
able loan, deduction from royalty or tax, rebate of 
royalty or tax, investment allowance or any other 
form of assistance or benefit. . 

History: Para. 1218(2)(d) amended by, P.C, 1996-494, s. 3, April 
16, 1996, Canada Gazette, Part Il, May 1, 1996, applicable after 
December 2, 1992. 

S.1218 added by. P-C. 1988-1608, .s. 2, August 11, 1988; Canada 
Gazette, Part II, August 31, 1988, applicable to 1985.et seq. 
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Part XIll — Elections in 
respect of Taxpayers 
Ceasing to be Resident in 
Canada 


History: Part XIII was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July. 19, 1979, Canada Gazette, Part Il, August 
8, 1979. 


1300. Elections to defer capital gains — (1) 
Any election by an individual under paragraph 


48(1)(c) of the Act shall be made by filing with the | 


Minister the prescribed form on or before the day on 
or before. which the return of income for the year in 
which the taxpayer ceased to be resident in Canada 
is required to be filed under section 150 of the Act. 


(2) Any election by a Canadian corporation under 
paragraph 48(1)(c) of the Act shall be made by filing 
with the Minister, on or before the day on or before 
which the return of income for the year in which the 
corporation ceased to be resident in Canada is re- 
quired to be filed under section 150 of the Act, the 
following documents in duplicate: 


(a) the form prescribed by the Minister; 


(b) where the directors of the corporation are le- 
gally entitled to administer the affairs of the cor- 
poration, a certified copy of their resolution au- 
thorizing the election to be made; and 


(c) where the directors of the corporation are not 
legally entitled to administer the affairs of the 
corporation, a certified copy of the authorization 


Income Tax Regulations 


of the making of the election by the person or 
persons legally entitled to administer the affairs 
of the corporation. 


Interpretation Bulletins: IT-434R: Rental of real property by 
individual; IT-451R: Deemed disposition and acquisition on ceasing 
to be or becoming resident in Canada. 


Forms: T2061: Election by an emigrant to defer deemed disposi- 
tion of property and capital gains thereon. 


1301. Elections to defer payment of taxes — 
(1) Any election by an individual under subsection 
159(4) of the Act shall be made by filing with the 
Minister the prescribed form on or before the day on 
or before which the return of income for the year in 
which the taxpayer ceased to be resident in Canada 
is required to be filed under section 150 of the Act. 


(2) Any election by a Canadian corporation under 
subsection 159(4) of the Act shall be made by filing 
with the Minister, on or before the day on or before 
which the return of income for the year in which the 
corporation ceased to be resident in Canada is _re- 
quired to be filed under section 150 of the Act, the 

following documents in duplicate: 


(a) the form prescribed by the Minister; ” 


(b) where the directors of the corporation are le- 
gally entitled to administer the affairs of the cor- 
poration, a certified copy of their resolution au- 
‘thorizing the election to be made; and 


(c) where the directors of the corporation are not 
legally entitled to administer the affairs of the 
corporation, a certified copy of the authorization 
of the making of the election by the person or 
persons legally entitled to administer the affairs 
of the corporation. 


Forms: 12074: Election under subsection 159(4) to defer payment 
of income tax on the deemed disposition of property. 


1302. Elections to realize capital gains — Any 
election by an individual under paragraph 48(1)(a) of 
the Act shall be made by filing with the Minister the 
prescribed form on or before the day on or before 
which the return of income for the year in which the 
taxpayer ceased to be resident in Canada is required 
to be filed under section 150 of the Act. 


History: S. 1302 added by P.C. 1988-390, s. 7, March 3, 1988, 
Canada Gazette, Part Il, March 16, 1988, applicable to 1985 et seq, 
except that for the 1985, 1986 and 1987 taxation years, the pre- 
scribed form referred to may be filed on or before the day that is 
180 days after March 16, 1988. 


Part XIV — Policy Reserves 
in Insurance Business 


History: Part XIV was substituted by P.C, 1979-1486, May 17, 
1979, Canada Gazette, Part II, June 13, 1979, applicable, as to ss. 
1400-1404 to the 1978 and subsequent taxation years. 
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- Proposed Amendment 
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Reg. 
S. 1400(d) 


1400. Non-life insurance businesses — For the 
purposes of paragraph 20(7)(c) of the Act, an insur- 
ance corporation in computing its income for a taxa- 
tion year may deduct, in accordance with the follow- 
ing rules, in respect of 

History: That portion of s. 1400 preceding para. (a) substituted by 
P.C, 1990-2002, subsec. 2(1), September 20, 1990, Canada Gazette, 
Part II, October 10, 1990. 


(a) a policy, other than a policy that insures a risk 
in respect of 


(i) a financial loss of a lender on a loan made 
on the security of real property, 


(ii) a home warranty, or 
(iii) a lease guarantee, 


such amount as the corporation may claim not ex- 
ceeding the unearned portion of the net premium 
for the policy at the end of the year determined 
by apportioning the net premium equally over the 
period to which that premium pertains; 

(b) a policy referred to in subparagraph (a)(i), (41) 
or (iii), such amount as the corporation may 
claim not exceeding the lesser of 


(i) the amount of the unearned portion, if any, 
of the net premium for the policy at the end of 
the year, calculated in the manner required for 
the purposes of the corporation’s annual re- 
port for the year to the relevant authority or, 
where the corporation was subject to the su- 
pervision of the relevant authority throughout 
the year but was not required to file an annual 
report with the relevant authority for the year, 
the amount thereof reported in its financial 
statements for the year, and 


(ii) the unearned portion, if any, calculated in 
the manner required for the purposes of the 
corporation’s annual report for the 1977 fiscal 
period to the relevant authority, of the net pre- 
mium for the policy; 
History: Subpara. 1400(b)() substituted by P.C. 1990-2002, sub- 
secs. 2(2), September 20, 1990, Canada Gazette, Part II, October 
10, 1990, applicable in respect of 1987 et seq. 


Subpara. 1400(b)(ii) substituted by P.C. 1980-1484, subsec. 1(1), 

June 5, 1980, Canada Gazette, Part II, June 25, 1980, effective for 

1978 et seq. 
(c) a policy where all or a portion of a risk there- 
under was reinsured, such amount as the corpora- 
tion may claim not exceeding the unearned por- 
tion at the end of the year of the aggregate of 
amounts, each of which is a reinsurance commis- 
sion in respect of the policy, determined by ap- 
portioning that aggregate equally over the period 
to which the reinsurance commission pertains; 


(d) a policy where all or a portion of a risk there- 
under was assumed by the corporation pursuant 
to a reinsurance contract and all or a portion of 
the risk assumed was subsequently reinsured, 
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such amount as the corporation may claim not ex- 


ceeding the unearned portion at the end of the 
year of the aggregate of amounts, each of which 
is a reinsurance commission in respect of the pol- 
icy, determined by apportioning that aggregate 
equally over the period to which the reinsurance 
commission pertains; 

(e) a policy under which a claim that was in- 
curred before the end of the year has been re- 
ported to the corporation and in respect of which 
the corporation is, or may be, required to make a 
payment or incur an expense after the year, such 
amount as the corporation may claim not exceed- 
ing 100 per cent, where the claim is in respect of 
damages for personal injury or death and the cor- 
poration has agreed to a structured settlement of 
the claim, and 95 per cent, in any other case, of 
the lesser of 


(i) the corporation’s actuarial liability at the 
end of the year in respect of the claim, and 


(ii) the corporation’s reported reserve at the 
end of the year in respect of the claim; 


History: Para. 1400(e) amended by P.C. 1996-1452, s. 1, applica- 
ble to taxation years that end after February 22, 1994. 


Para. 1400(e) substituted by P.C. 1990-2002, subsec. 2(5), applica- 
ble in respect of 1987 et seq., except that, for taxation years ending 


before the first taxation year that begins after June 17, 1987 and 
ends after 1987, para. (e) shall be read as follows: 


(e) a policy where an event has occurred before the end of the 
year that has given or is likely to give rise to a claim under 
the policy (in this paragraph referred to as “the liability”), 
such amount as the corporation may claim, not exceeding the 
lesser of 


(1) a reasonable amount in respect of the liability as at the 
end of the year, and 


(11) the amount of the reserve in respect of the liability 
reported by the corporation to the relevant authority in its 
annual report for the year or, where the corporation was 
throughout the year subject to the supervision of the rele- 
vant authority but was not required to file an annual re- 
port with the relevant authority for the year, in its finan- 
cial statements for the year; 


Selected Cases [Reg. 1400(e)]: Gore Mutual Insurance Co. v. 
R., [1997] 2 C.T.C. 2530 (TCC) (Decision in Co-Operators General 


Insurance not affected by SCC decision in Notre-Dame de Bon- 
Secours). 


(e.1) a policy under which there may be a claim 
incurred before the end of the year that has not 
been reported to the corporation, such amount as 
the corporation may claim not exceeding 95 per 
cent of the lesser of 


(i) the corporation’s actuarial liability at the 
end of the year in respect of the possibility 
that there are claims under the policy incurred 
before the end of the year that have not been 
reported to the corporation, and 


(ii) the corporation’s reported reserve at the 
end of the year in respect of the possibility 
that there are claims under the policy incurred 
before the end of the year that have not been 
reported to the corporation; 
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History: Para. 1400(e.1) added by P.C. 1996-1452, s. 1, applicable 
to taxation years that end after February 22, 1994. 


(f) a policy that insures 
(i) a fidelity risk, 
(ii) a surety risk, 
(iii) a nuclear risk, or 


(iv) arisk related to a financial loss of a lender 
on a loan made on the security of real 
property, 
such amount as the corporation may claim, other 
than an amount claimed under any other para- 
graph of this section, in respect of a supplemen- 
tary reserve not exceeding the lesser of 


(v) the amount of that reserve calculated in the 
manner required for the purposes of the cor- 
poration’s annual report for the year to the rel- 
evant authority or, where the corporation was 
subject to the supervision of the relevant au- 
thority throughout the year but was not re- 
quired to file an annual report with the rele- 
vant authority for the year, the amount of that 
reserve reported in its financial statements for 
the year, and 


(vi) the amount in respect of a provision for — 
such a reserve calculated in the manner re- 
quired for the purposes of the annual report 
for the 1977 fiscal period to the Superinten- 
dent of Insurance for Canada; 


History: Subpara. 1400(f)(v) substituted by P.C. 1990-2002, s. 2, 
September 20, 1990, Canada Gazette, Part Il, October 10, 1990, ap- 
plicable in respect of 1987 et seq. 


(f.1) a guarantee fund a a for under an 
agreement in writing between the corporation and 
Her Majesty in right of Canada under which Her 
Majesty has agreed to guarantee the obligations 
of the corporation under a policy that insures a 
risk related to a financial loss of a lender on a 
loan made on the security of real property, any 
amount that the corporation claims not exceeding 
the amount of the guarantee fund at the end of the 
year; 


History: Para. 1400(f.1) added by P.C. 1994-555, April 14, 1994, 
Canada Gazette, Part II, May 4, 1994, applicable to taxation years 
ending after 1990. 


(g) a non-cancellable or guaranteed renewable ac- 
cident and sickness policy, such amount as the 
corporation may claim, in addition to any amount 
claimed under any other paragraph of this sec- 
tion, not exceeding the lesser of 


(i) a reasonable amount in respect of a risk 
under the policy as at the end of the year, and 


(ii) the reserve in respect of that risk reported 
by the corporation in its annual report for the 
year to the relevant authority or, where the 
corporation was subject to the supervision of 
the relevant authority throughout the year but 
was not required to file an annual report with 
the relevant authority for the year, the reserve 
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in respect of that risk reported in its financial 
statements for the year; 
History: Subpara. 1400(g)(ii) substituted by P.C. 1990-2002, s. 2, 
September 20, 1990, Canada Gazette, Part II, October 10, 1990, ap- 
plicable in respect of 1987 et seq. 
(g.1) a group accident and sickness insurance pol- 
‘icy, such amount as the corporation may claim as 
an amount (other than an amount in respect of 
which a deduction may be claimed by the corpo- 
ration pursuant to subsection 140(1) of the Act in 
computing its income for the year) in respect of a 
dividend, refund of premiums or refund of pre- 
-mium deposits provided for under the terms of 
the policy that will be used by the insurer to re- 
duce or eliminate a future adverse claims experi- 
ence under the policy or that will be paid or un- 
conditionally credited to the policyholder by the 
corporation or applied in discharge, in whole or 
in part, of a liability of the policyholder to pay 
_premiums to the corporation, not exceeding the 
least of 


is multiplied by 
(ii) the proportion that 
(A) the number of months in the period 
commencing on the first day of the corpo- 


ration’s taxation year and ending on the 
last day of its 1986 taxation year 


is of 
(B) 120; and 


(i) a policy in which a portion of the amount paid 
or payable by the policyholder for the policy rep- 
resents an amount described in paragraph 
1404(5)(b), the amount, if any, by which the 
amount deducted under that paragraph exceeds 
any portion of the amount deducted under that 
paragraph that the insurer has determined will not 
be returned to the policyholder, or credited to the 
account of the policyholder, on the cancellation 
or expiration of the policy. 


History: Para. 1400(i) added by P.C. 1988-390, s. 8, March 3, 
1988, Canada Gazette, Part Il, March 16, 1988, effective January 1, 


(i) a reasonable amount in respect of such a 1978. 


dividend, refund of premiums or refund of 
premium deposits, 


(ii) 25 per cent of the amount of the premium 
payable under the terms of the policy for the 
12-month period ending 
(A) if the policy is terminated in the year, 
on the day the policy is terminated, and 
(B) in any other case, at the end of the 
year, and 


(iii) the amount of the reserve or liability in 
respect of such a dividend, refund of premi- 
ums or refund of premium deposits reported 
by the corporation in its annual report for the 
year to the relevant authority or, where the 
corporation was throughout the year subject to 
the supervision of the relevant authority for 
the year but was not required to file an annual 
report with the relevant authority for the year, 
in its financial statements for the year; 
History: Subpara. 1400(g.1)(@i) amended by P.C. 1994-940, s. 4, 


June 2, 1994, Canada Gazette, Part II, June 15, 1994, applicable to 
taxation years ending after June 15, 1994, 


Para. 1400(g.1) added by P.C. 1990-2002, subsec. 2(6), September 
20, 1990, Canada Gazette, Part II, October 10, 1990, applicable in 
respect of taxation years beginning after June 17, 1987 and ending 
after 1987. 
(h) group accident and sickness policies, such 
amount as the corporation may claim, in addition 
to any amount claimed under any other paragraph 
of this section, not exceeding the product ob- 
tained when 


(i) the amount deducted by the corporation 
pursuant to paragraph 20(7)(c) of the Act in 
computing its income for the 1977 taxation 
year (other than an amount deducted in re- 
spect of a reserve for unpaid claims or 
unearned premiums) in respect of those 
policies 
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Related Provisions: ITA 20(26) — Deduction for unpaid claims 
reserve adjustment; Reg. 1404(2) — Definitions; Reg. 8100, 
8101 — Unpaid claims reserve adjustment. 


1401. Life insurance businesses — (1) For the 
purposes of subparagraph 138(3)(a)G@) of the Act, a 
life insurer in computing its income for a taxation 
year may, in respect of its life insurance policies in 
Canada, deduct in respect of 
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(a) deposit administration fund policies, such 
amount as the insurer may claim that is a reason- 
able amount in respect of the aggregate of the in- 
surer’s liabilities under the policies as at the end 
of the year and does not exceed the aggregate of 
the insurer’s liabilities under those policies calcu- 
lated in the manner required for the purposes of 
the insurer’s annual report to the relevant author- 
ity for the year or, where the insurer was through- 
out the year subject to the supervision of the rele- 
vant authority but was not required to file an 
annual report with the relevant authority for the 
year, in its financial statements for the year; 


(b) a group term life insurance policy that pro- 
vides coverage for a period not exceeding 12 
months, such amount as the insurer may claim 
not exceeding the unearned portion of the net pre- 
mium for the policy at the end of the year deter- 
mined by apportioning the net premium equally 
over the period to which that premium pertains; 


(c) a life insurance policy, other than a policy re- 
ferred to in paragraph (a) or (b), such amount as 
the insurer may claim not exceeding the greater 
of 


(i) the amount, if any, by which 


(A) the cash surrender value of the policy 
at the end of the year 


exceeds 


(B) the aggregate of all amounts each of 
which is an amount payable in respect of a 
policy loan outstanding at the end of the 
year in respect of the policy or the interest 
thereon that has accrued to the insurer at 
the end of the year, and 


(ii) the amount, if any, by which 


(A) the present value at the end of the year 
of the future benefits provided by the 
policy 


Reg. 
S. 1401(1)(c<) Gi) 


exceeds the aggregate of 
(B) the present value at the end of the year 
of any future modified net premiums for 
the policy, and 


(C) the aggregate of all amounts each of 
which is an amount payable in respect of a 
policy loan outstanding at the end of the 
year in respect of the policy or the interest 
thereon that has accrued to the insurer at 
the end of the year; 


(c.1) a group life insurance policy, such amount 
as the insurer may claim as an amount (other than 
an amount in respect of which a deduction may 
be claimed by the insurer pursuant to subsection 
140(1) of the Act by reason of subparagraph 
138(3)(a)(v) of the Act in computing its income 
for the year) in respect of a dividend, refund of 
premiums or refund of premium deposits pro- 
vided for under the terms of the policy that will 
be used by the insurer to reduce or eliminate a 
future adverse claims experience under the policy 
or that will be paid or unconditionally credited to 
the policyholder by the insurer or applied in dis- 
charge, in whole or in part, of a liability of the 
policyholder to pay premiums to the insurer, not 
exceeding the least of 


(i) a reasonable amount in respect of such a 
dividend, refund of premiums or refund of 
premium deposits, 


(ii) 25 per cent of the amount of the premium 
payable under the terms of the policy for the 
12-month period ending 


(A) if the policy is terminated in the year, 
on the day the policy is terminated, and 


(B) in any other case, at the end of the 
year, and 


(iii) the amount of the reserve or liability in 
respect of such a dividend, refund of premi- 
ums or refund of premium deposits reported 
by the insurer in its annual report for the year 
to the relevant authority or, where the insurer 
was throughout the year subject to the super- 
vision of the relevant authority for the year 
but was not required to file an annual report 
with the relevant authority for the year, in its 
financial statements for the year; 
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(d) a policy, other than a policy referred to in par- 
agraph (a), such amount as the insurer may claim, 
in respect of a benefit, risk or guarantee that is 


(i) an accidental death benefit, 

(ii) a disability benefit, 

(iii) an additional risk as a result of insuring a 
substandard life, 


(iv) an additional risk in respect of the conver- 
sion of a term policy or the conversion of the 
benefits under a group policy into another pol- 
icy after the end of the year, 


(v) an additional risk under a settlement 
option, 

(vi) an additional risk under a guaranteed in- 
surability benefit, 


(vii) a guarantee in respect of a segregated 
fund policy, or 


(viii) any other benefit that is ancillary to the 
policy, subject to the prior approval of the 
Minister on the advice of the Superintendent 
of Insurance for Canada, 


but is not 


(ix) a benefit, risk or guarantee in respect of 
which an amount has been claimed under any 
other paragraph of this subsection, other than 
paragraphs (d.1) and (d.2), by the insurer as a 
deduction in computing its income for the 
year, 


not exceeding the lesser of 


(x) a reasonable amount in respect of the ben- 
efit, risk or guarantee, and 


(xi) the reserve in respect of the benefit, risk 
or guarantee, reported by the insurer in its an- 
nual report to the relevant authority for the 
year or, where the insurer was throughout the 
year subject to the supervision of the relevant 
authority but was not required to file an an- 
nual report with the relevant authority for the 
year, in its financial statements for the year; 
(d.1) a policy referred to in paragraph (b) where, 
after the end of the year, a claim under the policy 
is made in respect of a death that occurred before 
the end of the year, such amount as the insurer 
may claim, not exceeding the lesser of 


(i) the present value, at the end of the year, of 
the payments to be made in respect of the 
claim made under the policy or such estimate 
of such payments to be made in respect of the 
claim as is reasonable in the circumstances, 
and 


(ii) 95 per cent of the amount of the reserve in 
respect of the claim reported by the insurer in 
its annual report to the relevant authority for 
the year or, where the insurer was throughout 
the year subject to the supervision of the rele- 
vant authority for the year but was not re- 
quired to file an annual report with the rele- 
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vant authority for the year, in its financial 
statements for the year; 

. (d.2) a policy referred to in paragraph (c) where, 
after the end of the year, a claim under the policy 
is made in respect of a death that occurred before 

the end of the year, such amount as the insurer 

may claim, not exceeding the lesser of 

~ (i) the amount, if any, by which 

(A) the present value, at the end of the 
year, of the payments to be made: im re- 
spect of the claim made under the policy or 
such estimate of such payments to be made 
in respect of the claim as is reasonable in 
‘the circumstances 


exceeds | 


(B) the maximum amounts that may be 
claimed by the insurer for the year in re- 
spect of the policy under paragraph (c) or 
(d), and | : 
(ii) 95 per cent of the amount of the reserve in 
respect of the claim reported by the insurer in 
its annual report to the relevant authority for 
the year or, where the insurer was throughout 
the year subject to the supervision of the rele- 
vant authority but was not required to file an 
annual report with the relevant authority for 
the year, in its financial statements for the 
“Year, ang °° sc 
(e) a qualified annuity, such amount as the in- 
surer may claim not exceeding the amount, if 
any, by which 
(i) the amount that would have been deter- 
‘mined pursuant to paragraph (c) for the year if 
the rate of interest used (or deemed by section 
1403 to have been used) by the insurer in de- 
termining the premium for the annuity were 
reduced by one-half of one percentage point, 
exceeds rrinka ieuro! 
(ii) the maximum amount that may be claimed 
_by the-insurer in respect of the annuity under 
paragraph (c). 
Related Provisions: Reg. 211.1(3) — Effect of Reg. 1401(1) on 
Part XII.3 tax; Reg. 1408 — Definitions. 


(2) For the purposes of subsection (1), (except in re- 
spect of subparagraph (d)(vii) thereof), any amount 
claimed by an insurer for the year shall not include 
an amount in respect of a liability of a segregated 
fund (within the meaning assigned “segregated fund” 
by section 138.1 of the Act). 


Reg. 
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(3) In computing the amount that a life insurer may 
deduct under subparagraph 138(3)(a)(i) of the Act in 
computing its taxable income for a taxation year, 
there shall be deducted from the aggregate of the 
amounts determined under subsection (1), the aggre- 
gate of all amounts each of which is the lesser of the 
following amounts determined in respect of a life in- 
surance policy referred to in paragraph (1)(c): 


(a) the amount, if any, by which 


(i) the amount that would be determined under 
subclause (1)(c)(i)(B) in respect of the policy 


exceeds 


(ii) the amount that would be determined 
under subclause (1)(c)(i)(A) in respect of the 
policy, and 

(b) the amount, if any, by which 


(i) the aggregate of the amounts that would be 
determined under subclauses (1)(c)(ii)(B) and 
(C) in respect of the policy 


exceeds 


(ii) the amount that would be determined 
under subclause (1)(c)(ii)(A) in respect of the 
policy. ; 


(4) For the purposes of subparagraph 138(3)(a)(ii) of 
the Act, a life insurer may, in computing its income 
for a'taxation year, deduct an amount as a reserve in 
respect of unpaid claims under life insurance policies 
in Canada at the end of the year received by the in- 
surer before the end of the year equal to the present 
value at the end of the year, computed using a rate of 
interest that is reasonable in the circumstances, of a 
reasonable amount in respect. of such claims. 


the Regulations. 
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History: Subpara. 1401(1)(c.1)(i) amended by P.C. 1994-940, s. 5, 
June 2, 1994, Canada Gazette, Part Il, June 15, 1994, applicable to 
taxation years ending after June 15, 1994. 

Para. 1401(1)(a) and subpara. (1)(d)(xi) substituted by P.C. 1990- 
2002, subsecs. 3(1), (3), September 20, 1990, Canada Gazette, Part 
II, October 10, 1990, applicable in respect of 1987 ef seq. 


Para. 1401(1)(c.1) added, (d.1) and (d.2) substituted, and subsecs. 
(3), (4) added, by subsecs. 3(2), (4), (5) of the said P.C. 1990-2002, 
applicable in respect of taxation years beginning after June 17, 1987 
and ending after 1987. 


Para, 1401(1)(d)(ix) substituted and paras. 1401(1)(d.1), (d.2) added 
by P.C. 1986-2770, s. 2, December 11, 1986, Canada Gazette, Part 
II, December 24, 1986, applicable to 1985 et seq. 


Cls. 1401(1)(c)(Gi)(B) and (c)(ii)(C) substituted by P.C. 1984-3789, 
s. 8, November 29, 1984, Canada Gazette, Part II, December 12, 
1984, applicable to taxation years commencing after November 12, 
1981. 


Para. 1401(1)(a) substituted by P.C. 1980-2081, s. 3, July 31, 1980, 
Canada Gazette, Part If, August 13, 1980, effective in respect of 
1978 et seq. 


Interpretation Bulletins: IT-87R2: Policyholders’ income from 
life insurance policies. 


1402. Special rules — (1) For the purposes of sec- 
tions 1400 and 1401, any amounts determined under 
those sections shall be determined on a net of rein- 
surance ceded basis. 


(2) For the purposes of sections 1400 and 1401, 
where an insurer is a foreign affiliate of a taxpayer 
resident in Canada and the amounts to be determined 
under those sections are in respect of a business that 
is 
(a) an investment business of the affiliate, as de- 
fined in subsection 95(1) of the Act, or 


(b) a separate business, other than an active busi- 
ness, of the affiliate that the affiliate is deemed, 
‘under paragraph 95(2)(a.2) or (b) of the Act, to 
carry on, 


the amounts determined under those sections in re- 
spect of the business shall not exceed an amount that 
is reasonable having regard to all the circumstances 
and shall be determined as if the business were car- 
ried on in Canada and the affiliate were subject to 
the supervision of the Superintendent of Financial 
Institutions 
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History: S. 1402 amended by P.C. 1997-1670, s. 1, November 20, 
1997, Canada Gazette, Part II, December 10, 1997, applicable to 
taxation years. of a foreign affiliate of a taxpayer that begin after 
1994, except that 


(a) the subsecs. apply to taxation years of a foreign affiliate of a 
taxpayer that end after 1994 where there has been a change in 
the taxation year of the foreign affiliate in 1994 and after Febru- 
ary 22, 1994, unless 


(1) the foreign affiliate had requested that change in the tax- 
ation year in writing before February 22, 1994 from the in- 
come taxation authority of the country in which it was resi- 
dent and subject to income taxation, or 


(ii) the first taxation year of the foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the 
time when that taxation year would have begun if there had 
not been that change in the taxation year of the foreign - 
affiliate. 


1403. (1) For the purposes of paragraph 1401(1)(c) 
and subject to subsections (2) and (3), a modified net 
premium and an amount claimed by an insurer for a 
taxation year shall be computed 


(a) in the case of a lapse-supported policy ef- 
fected after 1990, based on rates of interest, mor- 
tality and policy lapse only, and 


(b) in any other case, based on rates of interest 
and mortality only, 


using 


(c) in respect of the modified net premiums and 
benefits (other than a benefit described in para- 
graph (d)) of a participating life insurance policy 
(other than an annuity contract) under the terms 
of which the policyholder is entitled to receive a 
specified amount in respect of the policy’s cash 
surrender value, the rates used by the insurer 
when the policy was issued in computing the cash 
surrender values of the policy; 


(d) in respect of any benefit provided 


(i) in lieu of a cash settlement on the termina- 
tion or maturity of a policy, or 
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(ii) in satisfaction of a dividend on a policy, 


the rates used by the insurer in determining the 
amount of such benefit; and é 


(e) in respect of all or part of any other policy, the 
rates used by the insurer in determining the pre- 
miums for the policy. 
History: That portion of subsec. 1403(1) before para. (c) replaced 
by P.C. 1994-940, s. 6, June 2, 1994, Canada Gazette, Part ll, June 
15, 1994, applicable . 
(a) to taxation years beginning after 1990; and 


(b) where an insurer so elected by notifying the Minister of Na- 
tional Revenue in writing before July, 1991, to the insurer’s 
taxation years beginning after 1987, 1988 or 1989 (as specified 
in the election) and before 1991, and where such an election has 
been made 


(i) if the insurer so indicated in the election, para. 
1403(1)(a) shall be read without reference to the words “ef- 
.. fected after 1990”, and 


(ii) in any other case, the reference in para. 1403(1)(a) to 
“1990” shall be read as a reference to the calendar year im- 
mediately preceding the first taxation year to. which the 
election relates. 


Para. 1403(1)(b) substituted by P.C. 1980-2089, s. 4, July 31, 1980, 
Canada Gazette, Part TI, August 13, 1980, effective in respect of 
1978 et seq. 


Paras. 1403(1)(c),: (d) substituted? (e) added, by P.C. 1980-1484, 
subsec. 2(1),: June 5, 1980, Canada Gazette, Part Il, June 25, 1980, 
effective for 1978 ef seq. 


(2) For the purposes of subsection (1), where a rate 
of mortality or other probability used by an insurer 
in determining the premium for a policy is not rea- 
sonable in the circumstances, the Minister on the ad- 
vice of the Superintendent of Insurance for Canada 
may make such revision to the rate as is reasonable 
in the circumstances and the revised rate shall be 
deemed to have been used by the insurer in deter- 
mining the premium. 


(3) For the purposes of subsection (1), where the pre- 
sent value of the premiums for a policy as at the date 
of issue of the policy is less than the aggregate of 


(a) the present value, at that date, of the benefits 
provided for -by the policy, and 


(b) the present value, at that date, of all outlays 
and expenses made or incurred by the insurer or 
outlays. and expenses that the insurer reasonably 
estimates it will make or incur in respect of the 
policy (except outlays and expenses to maintain 
the policy after all premiums under the policy 
have been paid and for which explicit provision 
has not been made in calculating the premiums) 
and such part of any other outlays and expenses 
made or incurred by the insurer that may reasona- 
bly be regarded as applicable thereto, 


an increased rate of interest shall be determined by 
multiplying the rate of interest used in determining 
the premiums by a constant factor so that when the 
increased rate of interest is used, 


(c) the present value of the premiums at the date 
of issue of the policy. 
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shall equal 


(d) the aggregate of the present values of the ben- 
efits, outlays and expenses referred to in 
paragraphs (a) and (b), 


and the increased rate of interest shall be deemed to 
have been used by the insurer in determining the pre- 
miums for the policy. 


(4) For the purposes of subsection (3), a “present 
value” referred to in that subsection shall be com- 


puted by using the rates of mortality and other 


probabilities used by the insurer in determining its 
premiums, after making any revision required by 
subsection (2). 


(5) For the purposes of subsection (1), where a re- 


cord of the rate of interest or mortality used by an 


insurer in determining the premiums for a policy is 
not available, 


(a) the insurer may, if the policy was issued 
before 1978, make a reasonable estimate of the 
rate; and 


'(b) the Minister, on the advice of the Superinten- 
dent of Insurance for Canada, may 


(i) if the policy was issued before 1978 and 
the insurer has not made the estimate referred 
to in paragraph (a), or 


(ii) if the policy was issued after 1977, 
make a reasonable estimate of the rate. 


(6) Notwithstanding paragraph 1401(1)(c), a life in- 
surer in computing its income for a taxation year 
may, in respect of any class of life insurance policies 
issued before its 1988 taxation year, other than poli- 
cies referred to in paragraph 1401(1)(a) or (b), use a 
method of approximation to convert the reserve in 
respect of such policies reported by the insurer in its 
annual report to the relevant authority for the year to 
an amount that is a reasonable estimate of the 
amount that would otherwise be determined for such 
policies under paragraph 1401(1)(c), provided that 
that method of approximation is acceptable to the 
Minister on the advice of the relevant authority. 


(7) For the purposes of subsection (1) and notwith- 
standing any other provision of this section, where 


(a) an individual annuity contract was issued 
prior to 1969 by a life insurer, or 


(b) a benefit was purchased prior to 1969 under a 
group annuity contract issued by a life insurer, 
and 


the contract 


(c) is a policy in respect of which the provisions 

of paragraph 1401(1)(c) as it read in its applica- 

tion to the insurer’s 1977 taxation year applied, 
the rates of interest and mortality used by the insurer 
in computing its reserve for the policy under that 
paragraph for its 1977 taxation year shall be used by 
the insurer in respect of that policy. 
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(8) For the purposes of subsection (1), where 


(a) in a taxation year of an insurer, there has been 
a disposition to the insurer by another person 
with whom the insurer was dealing at arm’s 


length in respect of which subsection 138(11.92) . 


of the Act applied, 


(b) as a result of the disposition, the insurer as- 
sumed obligations under life insurance policies 
(in this subsection referred to as the “transferred 
policies”) in respect of which an amount may be 
claimed by the insurer as a reserve under para- 
graph 1401(1)(c) for the taxation year, 


(c) the amount, if any, by which 


(i) the aggregate of all amounts received or re- 
ceivable by the insurer from the other person 
in respect of the transferred policies referred 
to in paragraph (b) 
exceeds | | | | 

(ii) the aggregate of all amounts paid. or paya- 
ble by the insurer to the other person in re- 
spect of commissions in respect. of the 
amounts referred to in subparagraph (1) 


exceeds the total of the maximum amounts that 
may be claimed by the insurer as a reserve under 
paragraph 1401(1)(c) (determined without refer- 
ence to this subsection) in respect of the trans- 
ferred policies for the taxation year, and 


(d) the amount determined under paragraph (c) 
(in this subsection referred to as “reserve defi- 
ciency”) can reasonably be attributed to the fact 
that the rates of interest or mortality used by the 
issuer of the transferred policies in determining 
the cash surrender values or premiums under 
such policies are no longer reasonable in the 
circumstances, 


the Minister, on the request of. the insurer and with 
the advice of the relevant authority, may make such 
revision to the rates of interest or mortality to elimi- 
nate all or any part of that reserve deficiency, and 
those revised rates shall be deemed to have. been 
used by the issuer of the transferred policies in deter- 


mining the cash surrender value or Pe under 


the policies. 


History: Subsec. 1403(6) substituted by P:C. 1990-2002, subsec. 
4(1), September 20, 1990, Canada Gazette, Part II, October 10, 
1990, applicable in respect of taxation. years, beginning after June 
17, 1987 and ending after 1987. 


Subsec. 1403(8) added by subsec. 4(2) of the said P.C. 1990-2002, 
applicable in respect of dispositions of an insurance business or a 
line of business of an insurance business occurring after December 
15; A987 


Para. 1403(7)(a) corrected by Canada Gazette, Part II, July 23, 
1980, errata. 


Paras. 1403(7)(a), (b) substituted by P.C. 1980-1484, subsec. 2(2), 
June 5, 1980, Canada Gazette, Part II, June 25, 1980, effective for 
1978 et seq. 


1404. Interpretation — (1) In this Part ‘amount 
payable’, “life insurance policy in Canada’, “‘partici- 
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pating life insurance policy” and “policy loan” have 
the meanings assigned by subsection JIB 2); of the 
Act. 


(2) In this Part, 


“acquisition costs” of a policy for a taxation year 
means, where the policy 
(a) is a policy other than. 


(i) a group policy, 

(ii) a policy, that insures.a risk described in 
subparagraph 1400(a)(a), 

(ii1) a policy issued under an arrangement 
with a person (other than an insurer or an in- 
surance agent or broker) with whom the in- 
surer does not deal at arm’s length whereby a 
customer of that person is referred to the 
insurer, 


(iii.1) a policy issued to a member of a credit 
union as a consequence of. an arrangement 
with a credit union, where 


(A) the insurer was established primarily 
to provide insurance to members of credit 
unions, 


(B) the policyholder was referred to the in- 
surer, and 


(C) the principal business of the insurer is 
the provision of i insurance to members of 
credit unions, or 


(iv) a policy issued to a policyholder that is a 

corporation with which the insurer does not 

deal at arm’s length, trys 
an amount equal to 20 per cent of the premium 
paid by the policyholder for the policy, except 
that in applying this paragraph with respect to a 
premium paid in ‘a taxation year ending - 

(v) before 1978, the reference in this para- 

graph to 20 per cent shall be read as “a ih 

ence to nil, or 


(vi) after 1977 and before 1987, the reference 
in this paragraph to 20 per cent shall be read 
as a reference to 2 per cent for the 1978 taxa- 
tion year, 4 per cent for the 1979 taxation 
year, 6 per cent for the 1980 taxation year, 8 
per cent for the 1981 taxation year, 10 per 
cent for the 1982 taxation year, 12 per cent for 
the 1983 taxation year, 14 per cent for the 
1984 taxation year, 16 per cent for the 1985 
taxation year and 18 per cent for the 1986 tax- 
ation year, and " 


(b) is a policy other than a policy referred to’ in 
paragraph (a), an amount equal to the lesser of 


(i) the amount that would have been deter- 
mined under paragraph (a) if that paragraph 
had applied in respect of the policy, and 
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(ii) an amount equal to 5 per cent of the pre- 
mium paid by the policyholder for the policy; 
History: “Acquisition costs” amended by P.C. 1993-2025, subsec. 


1(1); December 9, 1993, Canada Gazette, Part Il, December 29, 
1993, applicable to 1991 ef seq. 


“Acquisition costs” substituted by P.C. 1980-1484, Seaie une, 
1980, Canada Gazette, Part II, June 25, 1980, effective for 1978 et 
seq. 


“actuarial liability” .of an insurer at a particular 
time means 


(a) in respect of a claim incurred before that time 
under an insurance policy, a reasonable estimate, 
determined in accordance with actuarial princi- 
ples, of Py ; | 


(i) the present value at that time of the in- 
surer’s future payments and claim adjustment 
expenses in respect of the claim 


minus ° 


(ii) the present value at that time of amounts 
that the insurer will recover after that time in 
respect of the claim because of salvage, subro- 
gation or any other reason, and 


(b) in respect of the possibility that there are 
claims under an insurance policy incurred before 
that time that have not been reported to the in- 
surer, a reasonable estimate, determined in accor- 
dance with actuarial principles, of 


(i) the present value at that time of the in- 
surer’s payments and claim adjustment ex- 
penses in respect of those claims 
minus | 
(ii) the present value at that time of amounts 
that the insurer will recover after that time in 
respect of those claims because of salvage, 
subrogation or any other reason; 3 
History: “Actuarial liability” added to subsec. 1404(2) by P.C. 
199621452, s. 2, September 17, 1996, Canada Gazette, Part II, Oc- 


tober 2, 1996; applicable to taxation years that end after February 
22, 1994. 


“benefit” includes 

(a) a policy dividend in respect of a policy to the 
extent that the dividend was specifically treated 
as a benefit by the insurer in determining a pre- 
mium for the policy, and 

(b) an expense of maintaining a policy after all 
premiums in respect thereof have been paid to the 
extent that the expense was specifically provided 
for by the insurer in determining a premium for 
the policy, 


but does not include 
(c) a policy dividend in respect of a policy de- 
scribed in paragraph 1403(1)(c), 
(d) a policy loan, 


(e) interest on funds left on deposit with the in- 
surer under the terms of a policy, or 
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(f) any other benefit under a policy in respect of 
which a specific provision was not made by the 
insurer in determining a premium for the policy; 


“cash surrender value” has the meaning assigned 
by paragraph 148(9)(b) [148(9)*cash surrender 
value’’] of the Act; 


“lapse-supported policy” means a life insurance 
policy that would require materially higher premi- 
ums if premiums were determined using lapse rates 
that are zero after the fifth policy year; 
History: “Lapse-supported policy” added by P.C. 1994-940, s. 7, 
June 2, 1994; Canada Gazette, Part II, June 15, 1994, applicable 
(a)'to' taxation years beginning after 1990; and 
(b) where an insurer so elected by notifying the Minister of Na- 
tional Revenue in writing before July, 1991, to the insurer’s 


taxation years beginning after 1987, 1988 or 1989 (as specified 
in the election) and before 1991. 


‘dife insurance policy” includes 
(a) an annuity contract, and 
(b) a benefit under 
(i) a group life insurance policy, or 
(ii) a group annuity contract, 


“modified net premium’’, in respect of the particu- 
lar premium under a policy (other than a prepaid pre- 
mium under a policy that cannot be refunded except 
on termination or cancellation of the policy), means 


(a) where benefits (other than policy dividends) 
and premiums (other than the frequency of pay- 
ment thereof) in respect of the policy are deter- 
mined at the date of issue of the policy, the 
amount determined by the formula 


C (B + C) 
(D + E) 
where 
A is the amount of the premium, 


B. is the present value, at the date of the issue of 
the policy, of the amount of the benefits to be 
provided under the terms of the policy after a 
time that is one year after the date of the issue 
of the policy, 


C_ is the present value, at the date of the issue of 
the policy, of the amount of the benefits to be 
provided under the terms of the policy after a 
time that is two years after the date of the is- 
sue of the policy, 


D is the present value, at the date of the issue of 
the policy, of the amount of the premiums 
payable under the terms of the policy on or af- 
ter a time that is one year after the date of the 
issue of the policy, and 


E_is the present value, at the date of the issue of 
the policy, of the amount of the premiums 
payable under the terms of the policy on or af- 
ter a time that is two years after the date of the 
issue of the policy, 
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except that the amount determined by the formula 
in respect of the premium for the second year of a 
policy shall be deemed to be the amount that is '/2 
of the aggregate of 


(1) the amount that would be deemed under 
the formula, and 


(ii) the amount of a one-year term insurance 
premium (determined without regard to the 
frequency of payment thereof) that would be 
payable under the policy, and 


(b) where the amount of the benefits or premiums 
in respect of the policy are not determined at the 
date of issue of the policy, the amount that would 
be determined under paragraph (a) if it were ad- 
justed in a manner that is reasonable in the 
circumstances; 

History: “Modified net premium” substituted by P.C. 1990-2002, 

subsec. 5(1), September 20, 1990, Canada Gazette, Part Il, October 


10, 1990, applicable in respect of taxation years beginning after 
June 17, 1987 and ending after 1987. 

All that portion of the definition “modified net premium” in subsec. 
1404(2) preceding para. (a) substituted by-P.C. 1983-3530, s. 6, No- 
vember 17, 1983, Canada Gazette, Part II, November 24, 1983, ap- 
plicable to taxation years commencing after 1982: 


Interpretation Bulletins: IT-87R2: Policyholders’ income from 
life insurance policies. 


‘net premium for the policy” for a taxation year 
means the amount by which the premium paid by the 
policyholder for a policy exceeds the acquisition 
costs of the policy; 

History: “Net premium for the policy” substituted by P.-C. 1980- 


1484, s..3, June 5, 1980, Canada Gazette, Part I, June 25, 1980, 
effective for 1978 ef seq: 


‘qualified annuity” means an annuity contract is- 
sued before 1982, other than a policy referred to in 
paragraph 1401(1)(a) or subsection 1403(7), 


(a) in respect of which regular periodic annuity 
payments have commenced, 


(b) in respect of which a contract or certificate 
has been issued that provides for regular periodic 
annuity payments to commence within one year 
from the date of issue of the contract or 
certificate, 


(c) that is not issued as, under or pursuant to a 
registered retirement savings plan, registered pen- 
sion plan or deferred profit sharing plan and that 


(1) does not provide for a guaranteed cash sur- 
render. value at any time, and 


(11) provides for regular periodic annuity pay- 
ments to commence not later than the attain- 
ment of age 71 by the annuitant, or 


(d) that is issued as, under or pursuant to a regis- 
tered retirement savings plan, registered pension 
fund or plan or deferred profit sharing plan, pro- 
vided that the interest rate is guaranteed for at 
least 10 years and the plan does not provide for 
any participation in profits, directly or indirectly; 
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History: “Qualified annuity” amended by P.C. 1991-2540, s. 8, 
December 16, 1991, Canada Gazette, Part I, January 15, 1992, ap- 
plicable after 1985. 


All that portion of the definition “qualified annuity” preceding para. 
(a) substituted by P.C. 1984-3789, s. 9, November 29, 1984, Can- 
ada Gazette, Part HI, December 12, 1984. 


Para. (c) of 1404(2)“qualified annuity” substituted by P.C. 1980- 
1484, s. 3, June 5, 1980, Canada Gazette, Part II, June 25, 1980, 
effective for 1978 et seq. 


“reinsurance commission” in respect of a policy 


means 


(a) where the risk under the policy is fully rein- 
sured, the amount, if any, by which 


(1) the net premium for the policy 
exceeds 


(11) the consideration payable by the insurer in 
respect of the reinsurance of the risk, and 


(b) where the risk under the policy is not fully 
reinsured, the amount, if any, by which 


(i) the portion of the net premium for the pol- 
icy that may reasonably be considered to be in 
respect of the portion of the risk that is rein- 
sured with a particular reinsurer 


exceeds 


(i1) the consideration payable by the insurer to 
the particular reinsurer in respect of the risk 
assumed by that reinsurer, 


and for the purposes of this definition, “net pre- 
mium”’ means the amount determined under the rules 
applicable to the 1987 and subsequent taxation 
years; 


“relevant authority” means 


(a) the Superintendent of Financial Institutions, if 
the insurer is required by law to report to the Su- 
perintendent of Financial Institutions, 


(a.1) in the case of Canada Mortgage and Hous- 
ing Corporation, the Superintendent of Financial 
Institutions, who shall be deemed to supervise 
that corporation, or 


(b) in any other case, the Superintendent of Insur- 
ance or other similar officer or authority of the 
province under whose laws the insurer is 
incorporated. 

History: “Relevant authority” amended by P.C. 1993-2025, subsec. 


1(2), December 9, 1993, Canada Gazette, Part H, December 29, 
1993, applicable to 1991 et seq. 


Para. (a) of “relevant authority” substituted by P.C. 1990-2002, sub- 
sec. 5(2), September 20, 1990, Canada Gazette, Part II, October 10, 
1990, applicable in respect of taxation years beginning after June 
17, 1987 and ending after 1987. 


“reported reserve” of an insurer at the end of a tax- 
ation year means the amount equal to 


(a) where the insurer was required to file an an- 
nual report with the relevant authority for a pe- 
riod ending coincidentally with the year, the 
amount of the reserve reported in that annual 
report, 
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(b) where the insurer was, throughout the year, 
subject to the supervision of the relevant author- 
ity and paragraph (a) does not apply, the amount 
of the reserve reported in its financial statements 
for the year, and ~ 


(c) in any other case (including, for greater cer- 
tainty, where there is no relevant authority in re- 
spect of the insurer), nil. 


History: “Reported reserve” added to subsec. 1404(2) by P.C. | 


1996-1452, s. 2, September 17, 1996, Canada Gazette, Part II, Oc- 
tober 2. 1996, applicable to taxation years that end after February 
22, 1994. ; 


(3) In construing the meaning of the expression 
“group term life insurance policy” in this Part, sub- 
section 248(1) ofthe. Act does not apply. 


(4) For the purposes of calculating the proportion re- 
ferred to in the definition “modified net premium” in 
subsection (2), an insurer may assume that premiums 
are payable annually in advance. 


(5) For the purposes of this Part, 


(a) a reference to a “premium paid by the policy- 
holder” at any particular time shall, depending on 
the method regularly followed by the insurer in 
computing its income, be read as a reference to a 
“premium paid or payable by the policyholder” at 
that time; and 

(b) in determining the premium paid by a policy- 
holder for a policy, there may be deducted by the 
insurer the amount, if any, of the premium that 


(i) may reasonably be considered, at the time 
the policy is issued, to be a deposit that, pur- 
suant to the terms of the policy or the by-laws 
of the insurer, will be returned to the policy- 
holder, or credited to the account of the poli- 
cyholder, by the insurer on the cancellation or 
expiration of the policy, and 


(ii) was not otherwise deducted under section 
140 of the Act. 


(6) For the purposes of this Part, any rider that 1s at- 
tached to a life insurance policy and that provides for 
additional life insurance or for an annuity is a sepa- 
rate life insurance policy. 

History: Subsec. 1404(5) substituted by P.C. 1988-390, s. 9, March 
3, 1988. Canada Gazette, Part Il, March 16, 1988, effective January 
1, 1978. 

Subsec. 1404(5) substituted, subsec. 1404(6) added by P.C. 1980- 
1484: subsec. 3(5), June 5, 1980, Canada Gazette, Part Il, June 25, 
1980, effective for 1978 et seq. 


Related Provisions: Reg. 1408 — Definitions. 


1405. Transitional — Notwithstanding paragraph 
1400(b) as it applied to a corporation’s 1977 taxation 
year, for the purposes of paragraph 20(7)(c) of the 
Act for the 1977 taxation year, the prescribed 
amount (other than an amount in respect of unpaid 
claims or unearned premiums) in respect of group 
sickness and accident policies is the amount (other 
than an amount in respect of unpaid claims or 
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unearned premiums), if any, as was, in the corpora- 
tion’s return of income required by subsection 
150(1) of the Act to be filed for the 1976 taxation 
year, deducted in respect of such policies pursuant to 
paragraph 20(7)(c) of the Act. 


1406. For the purposes of subparagraph 138(3)(a)(i) 
of the Act, the amount allowed by reguiation to an 
insurer for its 1977 taxation year shall not exceed the 
amount, if any, as was, in the insurer’s return of in- 
come required by subsection 150(1) of the Act to be 
filed for the 1976 taxation year, deducted in comput- 
ing its income pursuant to section 1403 as it applied 
to that year. 
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bility ‘of an insure . : 
an insurance policy or claim, possi-- visions (other than a enesal eeeudie pro” 
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becca! the 
olicy or any 
viich ue insurer 


8(7) orev: that, for the 

6 life insurance policy” and 
uaranteed renewable accident and 
a change in the amount of 
premiums payable 

rom certain listed transac- _ 

icy 8 oO to ee 


ctober 7, 1996 draft een (saucers - 
vill amend ss. 1404 to 1406 to read as above, and 


407 and 1408, applicable to 1996 et seq. 


separate life insuranc 
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Part XV — Profit Sharing 
Plans 


History: Part XV was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 
Ss £99: 


Division |— Employees Profit 
Sharing Plans 


1500. (1) An election under subsection 144(4.1) of 
the Act by the trustee of a trust governed by an em- 
ployees profit sharing plan shall be made by filing 
with the Minister the prescribed form in duplicate. 


(2) An election under subsection 144(4.2) of the Act 
by the trustee of a trust governed by an employees 
profit sharing plan shall be made by filing with the 
Minister the prescribed form in duplicate on or 
before the last day of a taxation year of the trust in 
respect of any capital property deemed to have been 
disposed of in that taxation year by virtue of the 
election. 


(3) An election under subsection 144(10) of the Act 
shall be made by forwarding by registered mail to 
the Deputy Minister of National Revenue for Taxa- 
tion at Ottawa the following documents: 


(a) a letter from the employer stating that he 
elects to have the arrangement qualify as an em- 
ployees profit sharing plan; 


(b) if the employer is a corporation, 


(i) where the directors of the corporation are 
legally entitled to administer the affairs of the 
corporation, a certified copy of their resolu- 
tion authorizing the election to be made, and 


(ii) where the directors of the corporation are 
not legally entitled to administer the affairs of 
the corporation, a certified copy of the author- 
ization of the making of the election by the 
person or persons legally entitled to admuinis- 
ter the affairs of the corporation; and 


(c) a copy of the agreement and any supplemen- 
tary agreement setting out the plan. 


Interpretation Bulletins: IT-280R: Employees profit sharing 
plans — payments computed by reference to profits. 


Forms: T3009: Election for deemed disposition and reacquisition 
of capital property of a trust governed by an employees profit shar- 
ing plan under subsection 144(4.2). 


Division Il — Deferred Profit 
Sharing Plans 


1501. Registration of plans — For the purposes 
of the definition “deferred profit sharing plan” in 
subsection 147(1) of the Act, an application for re- 
gistration of a plan shall be made by forwarding by 
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registered mail to the Deputy Minister of National 
Revenue for Taxation at Ottawa the following docu- 
ments: . 


(a) a letter from the trustee and the employer 
whereby the trustee and the employer apply for 
the registration of the plan as a deferred profit 
sharing plan; 


(b) if the employer is a corporation, a certified 
copy of a resolution of the directors authorizing 
the application to be made; and 


(c) a copy of the agreement and any supplemen- 
tary agreement setting out the plan. 


History: S. 1501 substituted by P.C. 1991-2540, s. 4, December 16, 
1991, Canada Gazette, Part Il, January 15, 1992, applicable after 
1990. 


Information Circulars: 77-1R4: Deferred profit sharing plans. 


Forms: 12214: Application for registration as a deferred profit 
sharing plan. 


1502. [Revoked] 


History: S. 1502 (Qualified Investments) revoked by P.C. 1981- 
2518, s. 1, September 16, 1981, Canada Gazette, Part II, October 
14, 1981, effective January 1, 1981. 


Division Ill — Elections in respect 
of Certain Single Payments 


1503. Any election by a beneficiary under subsection 
147(10.1) of the Act shall be made by filing the pre- 
scribed form in duplicate as follows: 


(a) one form shall be filed by the beneficiary with 
the trustee of the deferred profit sharing plan not 
later than 60 days after the end of the taxation 
year in which the beneficiary received the pay- 
ment referred to in subsection 147(10.1) of the 
Act; and 


(b) the other form shall be filed by the benefici- 
ary with the Minister on or before the day on 
which the beneficiary is required to file a return 
of income pursuant to section 150 of the Act for 
the taxation year in which the beneficiary re- 
ceived the payment referred to in subsection 
147(10.1) of the Act. 


Interpretation Bulletins: [T-281R2: Elections on single pay- 
ments from a deferred profit sharing plan. 


Forms: Election under subsec. 147(10.1) re a single payment re- 
ceived from a deferred profit sharing plan. 


Part XVI — Prescribed 
Countries 


History: Part XVI was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part Il, August 
8, 1979. 


Part XVI was substituted by P.C. 1973-107, January 16, 1973, Can- 
ada Gazette, Part Il, February 14, 1973. 
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1600. For the purposes of subsection 10(4) of the Jn- 
come Tax Application Rules, the following countries 
are hereby prescribed: . 


(a) Commonwealth of Australia; 
~(b) Kingdom of Denmark; 
(c) Republic of Finland; 
(d) French Republic; 
(e) Federal Republic of Germany; 
(H Ireland; 
(gz) Jamaica; 
(h) Japan; 
(i) Kingdom of the Netherlands; 
(j) New Zealand; ~ 
(k) Kingdom of Norway; 
(1) Republic of South Africa; 
(m) Kingdom of Sweden; 
(n) Trinidad and Tobago; 
(o) United Kingdom of Great Britain and North- 
ern Ireland; and 3 
(p) United States of America. 


History: The opening words of s. 1600 amended by P.C. 1994- 
1817, s. 48, November 1, 1994, Canada Gazette, Part Il, November 
30, 1994, 


Part XVII — Capital Cost 
Allowances, Farming and 
| Fishing | 
History: Part XVII was consolidated by. the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 


by P.C, 1979-1934, July 19, 1979, Canada Gazette, Part Il, August 
le be ee fi Oe ; 
Interpretation Bulletins: IT-268R4: /nter vivos transfer of farm 
property to. child; IT-349R3:- Intergenerational transfers of farm 
property on death, 

Forms [Part XVII]: T2041: CCA schedule for self-employed 
persons. , 


Division | — Deductions Allowed 


1700. (1) Rates — For the purposes of paragraph 
20(1)(a) of the Act, there is hereby allowed to a tax- 
payer, in computing his income from farming or 
fishing, as the case may be, a deduction for each tax- 
ation year in respect of each property that was used 
for the purpose of gaining or producing income from 
farming or fishing equal to. such amount as he may 
claim, not exceeding in the case of 


(a) a’ building or other structure, not described 
elsewhere in’ this subsection, including compo- 
nent parts such as electric wiring, plumbing, 
sprinkler systems, air-conditioning equipment, 
heating equipment, lighting fixtures, elevators 
and escalators, 2'/2% 


(b) a building, or other structure of 
(i) frame, 


Reg. 
S. 1700 
(ii) Jog, 
(iii) stucco on frame,’ 
(iv) galvanized iron, or 
(vy) corrugated iron 


construction, including component parts such as 
electric wiring, plumbing, sprinkler systems, air- 
conditioning equipment, heating equipment, 
lighting fixtures, elevators and escalators, 5% 


| giana fence, 5% 


_(d) ascow or a vessel, including furniture, fittings 
or equipment attached thereto, but not including 
radio communication equipment, °7'/2% 


(e) nonautomotive equipment and machinery, 
10% © 


_ (f) automotive equipment, a sleigh or a. wagon, 
15% 


(g) radiocommunication equipment, 15% 


(h) tile drainage acquired before the 1965 taxa- 
tion year, 10%: 


(i) a water storage tank, 5% 


(j):a gas well that is part of the equipment of a 
farm and from which the gas produced is not 
sold, 10% 


(ya tool costing less than $100, 100% | 


of the depreciable cost to the taxpayer of the 
property. , “f) 


(2) Taxation years less than 12 months — 


‘Where the taxation’ year is léss than 12 months, the 


amount allowed as a deduction under subsection (1) 
shall not exceed: that proportion of the maximum 
amount otherwise allowable that the number of days 
in the taxation year is of 365. 


(3) Property disposed of during year — Where 
a taxpayer has disposed of a property before the end 
of a taxation year, the amount allowed as a deduction 
under ‘subsection (1) in respect of that property for 
the year shall not exceed that proportion of the maxi- 
mum amount otherwise allowable that the number of 
months in the taxation year during which the prop- 
erty was owned by the taxpayer is of 12. 


(4) Leasehold interests — Where a taxpayer has 
property that was used for the purpose of gaining or 
producing income from farming or fishing and that 
would be included in Class 13 in Schedule Il if he 
had claimed an allowance under Part XI, he may de- 
duct, in computing his income from farming or fish- 
ing for a taxation year, an amount not exceeding the 
amount he could have deducted in respect of that 
property for the year under paragraph 1100(1)(b). 
History: Subsecs. 1700(3), (4) and (S) and headings substituted by 
subsecs: (3) and (4) of P.C. 1978-1315, s. 11, April 12, 1978, Can- 
ada Gazette, Part I, May 10, 1978. 
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Division Il — Maximum 
Deductions 


1701. (1) The amount allowed as a deduction under 
section 1700 in respect of a property shall not exceed 
the amount by which the capital cost of the property 
to the taxpayer exceeds the aggregate of the deduc- 
tions from income allowed under this Part in respect 
of the property for previous taxation years. _ 


(2) In respect of the 1972 and subsequent taxation 
years, where subsection 20(5) of the Income Tax Ap- 
plication Rules applies to a particular property, not- 
withstanding subsection (1), the amount allowed as a 
deduction under section 1700 in respect of the prop- 
erty shall not exceed the amount by which 


(a) the amount determined to be the. un- 
depreciated capital cost of the property, under 
paragraph 20(5)(b) of the Income Tax Application 
Rules 
exceeds 

(b) the aggregate of the deductions from income 
allowed under this Part in respect of the property 
for previous taxation years ending after 1971. 


History: The opening words of subsec. 1701(2) amended by P.C. 
1994-1817, s. 48, November 1, 1994, Canada Gazette, Part II, No- 
vember 30, 1994. 


Division IIl — Property Not 
Included 


1702. (1) Nothing in this Part shall be construed as 
allowing a deduction in respect of a property . 


(a) the cost of which is deductible in computing 
the taxpayer’s income; 

(b) that is described in the taxpayer’s inventory; 
(c) that was acquired by an expenditure in respect 


of which the taxpayer is allowed a deduction 
from income under section 37 of the Act; 


(d) that has been constituted a prescribed class. by 
subsection 24(2) of chapter 91, S.C. 1966-67; . 


(e) that is mcluded in a separate prescribed class 
established under subsection 13(14) of the Act; 


(f) that was not used in the business during the 


year; 
(g) that is 
(i) an animal, or 
(ii) a tree, shrub, herb or similar growing 
thing; 
(h) that was not acquired by the taxpayer for the 
_ purpose of gaining or producing income from 
farming or fishing; 
(i) that has been included at any time by the tax- 
payer in a class prescribed under Part XI; 


(j) that is a passenger automobile acquired after 
June 13, 1963, and before January 1, 1966, the 
cost to the taxpayer of which, minus the initial 
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transportation charges and retail sales tax in re- 
spect thereof, exceeded $5,000, unless the auto- 
mobile was acquired by a person before June 14, 
1963 and has, by one or more transactions be- 
tween persons not dealing at arm’s length, be- 
come vested in the taxpayer; or . 


(k) that was acquired by the taxpayer after 1971. 


(2) Where a taxpayer is a member of a partnership, 
the properties referred to in this Part shall be deemed 
not to include any property that is an interest of the 
taxpayer in depreciable property that is partnership 
property of the partnership. 


(3) The properties referred to in section 1700 shall 
be deemed not to include the land upon which a 
property described therein was constructed or 1S 
situated. 


(4) Where the taxpayer is a non-resident person, the 
properties referred to in section 1700 shall be 
deemed not to include lak that is situated 
outside Canada. 


(5) The provisions of subsections 1102(11), (12) and 
(13) are applicable mutatis mutandis to paragraph 


(1)Q). 
Division IV — Interpretation 


1703. (1) Taxation years for individuals in 
business — Where a taxpayer is an individual and 
his income for the taxation year includes income 
from a business the fiscal period of which does not 
coincide with the calendar year, in respect of depre- 
ciable properties acquired for the purpose of gaining 
or producing income from the business, a reference 
in this Part to 


(a) “the taxation year” shall be deemed to be a 
reference to the fiscal period of the business; and 


(b) “the end of the taxation year” shall be deemed 
to be a reference to the end of the fiscal period of 
the business. 


(2) Depreciable cost - — In this Part, cdoprselable 
cost” to a taxpayer of,property means, except as.oth- 
erwise provided, the actual cost of the property to the 
taxpayer or the amount at which he is deemed under 
subsection 13(7) of the Act to have acaus the 
property, as the case may be. 


(3) Notwithstanding the other provisions of this sec- 
tion, in the case of property the cost of which to a 
partnership has been determined under paragraph 
20(5)(a) of the Income Fax Application Rules, the 
depreciable cost to the taxpayer of the property for 
the purposes of this Part shall be deemed to be an 
amount equal to the cost to the partnership of the 
particular property as. determined under that 
paragraph. 


(4) Personal use of property — Where a tax- 
payer has, in a taxation year, regularly used a prop- 
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erty in part for the purpose of gaining or producing 
income from farming or fishing-and in part for a pur- 
pose other than gaining or producing income, the de- 
preciable cost to the taxpayer of the property for the 
purposes of this Part is the proportion of the amount 
that would otherwise be the depreciable cost that the 
use regularly made of the property for the purpose of 
gaining or producing income from farming or fishing 
is of the whole use regularly made of the property. 


(5) Grants, subsidies or other government 
assistance — Where a taxpayer has received or is 
entitled to receive a grant, subsidy or other assis- 
tance from a government, municipality or other pub- 
lic authority in respect of or for the acquisition of 
property, the depreciable cost to the taxpayer of the 
property for the purposes of this Part is the amount 
that would otherwise be the depreciable cost minus 
the amount of the grant, subsidy or other assistance. 


(6) Transactions not at arm’s length — Where 
property did belong to a person (in this subsection 
referred to as the “original owner’) and has, by one 
or more transactions between persons not dealing at 
arm’s length; become vested in a taxpayer, the de- 
preciable cost to the taxpayer of the property for the 
purposes of this Part is the lesser of 


(a) the actual capital cost of the property to, the 

taxpayer; and 

(b) the amount by which the actual capital cost of 

the property to the original owner exceeds the ag- 

gregate of 
(i) the total amount of depreciation for the 
property that, since the commencement of 
1917, has been or should have been taken into 
account in accordance with the practice of the 
Department of National Revenue in ascertain- 
ing the income of the original owner and all 
intervening owners for the purposes of the /n- 
come War Tax Act or in ascertaining a loss for 
a year where there was no income under that 
Act, 


(ii) any accumulated depreciation reserves 
that the original owner or an intervening 
owner had for the property at the commence- 
ment of 1917 and that were recognized by the 
Minister for the purposes of the Income War 
Tax Act, and 


(iii) the aggregate of the deductions, if any, al- 
lowed under this Part in respect of the prop- 
erty to the original owner and all intervening 
owners. 


(7) Property acquired from a parent — Not- 
withstanding subsection (6), where depreciable prop- 
erty has been acquired by a taxpayer under such cir- 
cumstances that the provisions of section 85H of the 
Act as it read in its application to the 1971 and prior 
taxation years are applicable for the determination of 
the capital cost of the property, the depreciable cost 
to’ the taxpayer of the property for the purposes of 
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this Part is the capital cost as determined under that 
section. 


(8) Property acquired by gift — Subsection (6) 
does not apply in respect of property which a tax- 
payer has acquired by gift. 


History: Subsec. 1703(3) amended by P.C. 1994-1817, s. 48, No- 
vember 1, 1994, Canada Gazette, Part Il, November 30, 1994. 


Division V — Application of this 
Part 


1704. This Part shall apply only to a taxpayer who, 
in computing his income, has never claimed an al- 
lowance under Part XI in respect of a property at a 
time when an allowance could have been claimed 
under this Part in respect of that property, other than 
an allowance claimed by the taxpayer under Part XI 
that may be claimed in respect of a property de- 
scribed in 


(a) paragraph 1100(1)(1) as enacted by Order in 
Council P.C. 1965-1118 of June 18, 1965 and as 
amended by Order in Council P.C. 1965-2320 of 
December 29, 1965; 


(b) paragraph 1100(1)(sa) as enacted by Order in 
Council P.C. 1968-2261 of December 10, 1968; 


(c) paragraph 1100(1)(v); or 

(d) Class 20 in Schedule II. 
History: S. 1704 substituted by P.C. 1978-1315, s. 12, April 20, 
1978, Canada Gazette, Part II, May 10, 1978. 
Interpretation Bulletins: See at beginning of Part XVII. 
Information Circulars: See at beginning of Part XVII. 
Forms: See at beginning of Part XVII. 


Part XVIII — Inventories 


History: Part XVIII was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part Il, August 
8,4 1979: 


1800. Manner of keeping inventories — For the 
purposes of section 230 of the Act, an inventory 
shall show quantities and nature of the properties 
that should be included therein in such a manner and 
in sufficient detail that the property may be valued in 
accordance with this Part or section 10 of the Act. 


1801. Valuation — Except as provided by section 
1802, for the purpose of computing the income of a 
taxpayer from a business, all the property described 
in all the inventories of the business may be valued 
at its fair market value. 

Related Provisions: ITA 10(1), (1.01) — Rules for valuing 
inventory. 

History: S. 1801 substituted by P.C. 1989-1589, August 24, 1989, 
Canada Gazette, Part Il, September 13, 1989, applicable after Janu- 
ary 15, 1987. 

Interpretation Bulletins: [T-98R2: Investment corporations; IT- 
473: Inventory valuation. 
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1802. Valuation of animals — (1) Except as’ pro- 
vided in subsection (2), a taxpayer who is carrying 
on a business that includes the breeding and raising 
of animals may elect in prescribed form for a taxa- 
tion year and subsequent taxation years to value each 
animal of a particular species. (except a registered 
animal, an animal purchased for feedlot or similar 
operations, or an animal purchased by a drover or 
like person for resale) included in his inventory in 
respect of the business at a unit price determined in 
accordance with this section. 


Forms: T2034: Election to establish inventory unit prices for 
animals. 


(2) An election made in accordance with subsection 
(1) may be revoked in writing by the taxpayer, but 
where a taxpayer has made a revocation in accor- 
dance with this subsection a further election may not 
be made under subsection (1) apes with the con- 
currence of the Minister. 


(3) The unit price with respect to an animal of a par- 
ticular class of animal shall be determined in accor- 
dance with the following rules: 


(a) where animals of a particular class of animal 
were included in the inventory of a taxpayer at 
the end of the taxation year immediately preced- 
ing the first year in respect of which the taxpayer 
elected under subsection (1), the unit price of an 
animal of that class shall be computed by divid- 
ing the total value of all animals of the class in 
the inventory of the preceding year by the num- 
ber of animals of the class described in that in- 
ventory, and 


(b) in any other case, the unit price of an animal 
of a class shall be determined by the Minister, 
having regard, among other things, to the unit 
prices of animals of a comparable class of animal 
used in valuing the inventories of other taxpayers 
in the district. 


(4) Notwithstanding subsection (1), where the aggre- 
gate value of the animals of a particular class deter- 
mined in accordance with that subsection exceeds 
the market value: of those animals, the animals of 
that class may be valued at fair market value. 


(5) In this section 


“class of animal’? means a group of animals of a 
particular species segregated on the basis of age, 
breed or other recognized division, as. determined by 
the taxpayer at the time of election. under this 
section; 


“district” means the territory served by a District 
Office of the Taxation Division of the A Unt yaee of 
National Revenue; 


“registered animal’? means an animal for which a 
certificate of registration has been issued by the reg- 
istrar of the breed to which the animal belongs or by 
the registrar of the Canadian National. Livestock 
Records; 
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a reference to “‘taxation year” shall be deemed to be 
a reference to the fiscal period of a business. 


Interpretation Bulletins [Part XVIII]: IT-504R2: Visual artists 
and writers, 


Part XIX — Investment 
Income Tax 


History: Part XIX (s. 1900) enacted by P.C. 1994-619, April’21, 
1994, Canada Gazette, Part II, May 4, 1994, applicable to taxation 
years commencing after June 17, 1987 and before 1990 that end 
after 1987. 


History [former Part XIX]: Part XIX revoked by P.C. 1988-390, 
s. 10, March 3; 1988, Canada Gazette, Part I], March 16, 1988, ef- 
fective, October 29, 1985. 


Part XIX was consolidated by the Consolidated Regulations of Can- 
ada, chapter 945, proclaimed in force. August 15, 1979, by P.C, 
1979-1934, July. 19, 1979, Canada Gazette, Part IJ, August 8, 1979. 


1900. (1) Interpretation — In this Part, 


“benefit” under-a policy includes a policy davidenes 
an experience rating refund, a refund of premiums 
and any amount deemed by paragraph 138.1(1)(g) of 
the Act for the purposes. of Part I of the Act to be a 
payment under the terms and conditions of the pol- 
icy, but does not include a policy loan or interest on 
funds left on deposit with the insurer under the terms 
of the policy; 


‘excluded arrangement” of an insurer at.any time 
means 


(a) a life insurance policy in Canada issued by the 
insurer (or in respect of which the insurer has as- 
sumed the obligations of the issuer of the policy 
to the policyholder), which is at that time a regis- 

_ tered life insurance policy, an annuity contract 

_ (including a settlement annuity), a group term life 
insurance policy or an existing guaranteed life in- 
surance policy, 


(b) a registered pension fund or plan in respect of 
which the insurer is at that time a plan sponsor, or 
a retirement compensation arrangement in respect 
of which the insurer is the custodian, 


(c) a life insurance policy (other than a life insur- 
ance policy in Canada) issued by the insurer 
before:that time (or in respect of which the in- 
surer has before that time assumed the .obliga- 
tions of the issuer of the policy to the aa 
holder), and 


(d) a reinsurance arrangement under which the 
insurer has before that time assumed, directly or 
indirectly, risks under life insurance policies 
(other than policies issued by the insurer or in re- 
spect of which the insurer has assumed the obli- 
gations of the issuer of the policy to the policy- 
holder), to the extent that the arrangement relates 
to those risks; 


“existing guaranteed life insurance policy” at any 
time means a non-participating life insurance policy 
in Canada in respect of which the amount of every 
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premium that became payable before that time and 
after March 2, 1988 was fixed and determined on or 
before March 2, 1988, adjusted for any specified 
transaction or event that occurs after March 2, 1988 
in respect of the policy; 


“sroup term life insurance policy” is a group life 
insurance policy under which 


(a) no amount (other than a policy dividend, an 
experience rating refund or a refund of premi- 
ums) may become payable to any person, except 
in the event. of the death or disability of a person 
whose life was insured under the policy, and | 


(b) no amount may become payable to a person 
(other than the group policyholder) in respect of a 
policy dividend, an experience rating refund or a 
refund of premiums that has been funded by con- 
tributions made to or under the policy by another 
person; 


“suaranteed interest” in respect of a life insurance 
policy for a taxation year means 


(a) in respect of a life insurance policy (other 
than a pre-funded group life insurance policy), 
the total of all amounts each of which is the 
amount in respect of a guaranteed benefit in re- 
spect of which an amount is determined under 
paragraph 1401(1)(a), (c) or (d) for the year, 
where that benefit is provided under the terms 
and conditions of the policy as they. existed on 
March 2, 1988, determined by multiplying the 
greater of 


(i) the rate of interest used by the issuer of the 
policy in respect of the year in determining 
the amount of the benefit, and 


(ii) 4% 
by '/ of the total of 


(iii) the maximum amount that would be de- 
ductible under subparagraph 138(3)(a)G) of 
the Act pursuant to paragraph 1401(1)(a), (c) 
or (d), as the case may be, in respect of the 
benefit in computing the insurer’s income for 
the year, if that amount were determined with- 
out reference to any policy loan or reinsurance 
arrangement, and 


(iv) the maximum amount that would have 
been deductible under subparagraph 
138(3)(a)(i) of the Act pursuant to paragraph 
1401(1)(a), (c) or (d), as the case may be, in 
respect of the benefit in computing the in- 
surer’s income for the immediately preceding 
taxation year, if that amount were determined 
without reference to any policy loan or rein- 
surance arrangement, and 


(b) in respect of a pre-funded group life insurance 
policy, 80 per cent of the amount that would be 
determined under paragraph (a) in respect of the 
policy for the year, if that paragraph were read 
without reference to the words “(other than a pre- 
funded group life insurance policy)”; 
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“life insurance policy” does not include 
: y 


(a) that part of a policy in respect of which the 
policyholder is deemed by paragraph 138.1(1)(e) 
of the Act to have an interest in a segregated fund 
trust, or 


(b) a reinsurance arrangement; 


“life insurance policy in Canada” does not include 


(a) that part of a policy in respect .of which the 
policyholder is deemed by paragraph 138.1(1)(e) 
of the Act to have an interest in a segregated fund 
trust, or 


(b) a reinsurance arrangement, 


“maximum tax actuarial reserve” has the meaning 
assigned by subsection 138(12) of the Act; 


“mortality experience” of an insurer for a taxation 
year means the positive or negative amount, as the 
case may be, determined by the formula 


1.2 (A -B- C) 
where 


A is the total of all amounts each of which is the 
amount that became payable in the year by the 
insurer under a taxable life insurance policy of 
the insurer as a consequence of the receipt of a 
claim in respect of the death of a person whose 
life was insured under the policy, determined 
without reference to any policy loan, 


B is the total of all amounts each of which is the 
amount of a reserve that would be determined in 
accordance with paragraph 1401(1)(a), (¢) or (d), 
if that amount were determined without reference 
to any policy loan or reinsurance arrangement, in 
respect of a taxable life insurance policy of the 
insurer that would have been released in the year 
as a consequence of the receipt of a claim in re- 
spect of the death of a person whose life was in- 
sured under the policy, and 


C is 90 per cent of the total of all amounts, each of 
which is the net cost of pure insurance deter- 
mined in accordance with section 308 for the year 
in respect of an interest in a taxable life insurance 
policy of the insurer; 


“mortality loss adjustment account” of an insurer 
at the end of a taxation year is the positive amount, if 
any, determined by the formula 


A+B-C 
where 
A is the mortality loss adjustment account of the in- 
surer for the immediately preceding taxation 
year, 
B is 
(a) where the mortality experience of the in- 
surer for the year is a negative amount, the 
amount of the mortality experience of the in- 
surer for the year, and 
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(b) in any other case, the amount, if any, by 
which the amount claimed by the insurer 
under the description of F in computing the 
amount determined under subsection (6) for 
the year exceeds the amount of the mortality 
loss adjustment account of the insurer for the 
immediately preceding taxation year, and 


C. is 1.2 times the amount, if any, by which 


(a) the net cost of insurance of the insurer for 
the year 


exceeds 


(b) the total of all amounts each of which is 
the net cost of pure insurance determined in 
accordance with section 308 for the year in re- 
spect of an interest in a taxable life insurance 
policy of the insurer; 


“net cost of insurance” of an insurer for a taxation 
year means the amount, if any, by which 


(a) the amount determined in the description of A 
in the definition “mortality experience” in respect 
of the insurer for the year 


exceeds 


(b) the amount determined in the description of B 
in the definition “mortality experience” in respect 
of the insurer for the year; 


‘net level premium” in respect of a particular pre- 
mium under a policy (other than a prepaid premium 
that cannot be refunded except on termination or 
cancellation of the policy) means 


(a) where benefits (other than policy dividends) 
and premiums (other than the frequency of pay- 
ment thereof) in respect of the policy have been 
determined at the date of issue of the policy, the 
amount determined by the formula 


B 
Yer 
C 


where 
A is the amount of the particular premium, 


B_ is the present value, at the date of issue of the 
policy, of the amount of the benefits (other 
than policy dividends) to be provided under 
the terms of the policy after the issue of the 
policy, and 


C is the present value, at the date of issue of the 
policy, of the amount of the premiums paya- 
ble under the terms of the policy on or after 
the issue of the policy, and 


(b) where the amounts of the benefits or premi- 
ums in respect of the policy are not determined at 
the date of issue of the policy, the amount that 
would be determined under paragraph (a) in re- 
spect of the particular premium if the amount 
were adjusted in a manner that is reasonable in 
the circumstances and consistent with the manner 
of the adjustment referred to in the definition 
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“modified net premium” in subsection bADEK in 
respect of the particular premium; 


“net level premium reserve” in respect of a life in- 
surance policy for a taxation year means the maxi- 
mum amount that would be deductible under subpar- 
agraph 138(3)(a)(i) of the Act pursuant to paragraph 
1401(1)(c) in respect of the policy in computing the 
insurer's income for the year, if any reference to 
“modified net premium” in sections 1401, 1403 and 
1404 were a reference to “net level premium”; 


‘non-participating life insurance policy” means a 
life insurance policy other than a participating life 
insurance policy within the meaning assigned by 
subsection 138(12) of the Act; 


‘nolicy loan” has the meaning assigned by subsec- 
tion 138(12).of the Act; 


“pre-funded group life insurance policy” means a 
group term life insurance policy, other than a policy 
under which each premium payable is in respect of 
coverage for a period, including the day on which 
the premium becomes payable, that does not exceed 
twelve months; 


‘“‘premium”’ includes 


(a) consideration received for settlement 


annuities, 


(b) amounts received by an insurer in respect of 
employee contributions under registered pension 
funds or plans in respect of which the insurer is a 
plan sponsor or a retirement compensation ar- 
rangement in respect of which the insurer is the 
custodian, and 


(c) any amount deemed by paragraph 138.1(1)(h) 
of the Act for the purposes of Part I of the Act to 
be a premium received by an insurer, 


but does not include amounts received in respect of 
the repayment of a policy loan or in respect.of inter- 
est on a policy Joan and, for greater certainty, the 
amount of a premium is not reduced by the amount 
of a refund of premiums; 


“registered life insurance policy” has the oe 
assigned by section 211 of the Act; 


“reinsurance arrangement” does not include an ar- 
rangement under which an insurer has assumed the 
obligations of the issuer of a life insurance policy to 
the policyholder; 


“segregated fund” has the meaning assigned by 


subsection 138(12) of the Act; 


“specified transaction or event” in respect of a life 
insurance policy means 


(a) a change in underwriting class, 


(b) a change in premium due to a change in fre- 
quency of premium payments within a year that 
does not alter the present value, at the beginning 
of the year, of the total premiums to be paid 
under the policy in the year, 
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(c) an addition under the terms of the policy as 
they existed on March 2, 1988, of accidental 
death, dismemberment, disability or guaranteed 
purchase option benefits, 


(d) a deletion of a rider, 


(e) redating lapsed policies within 60 days after 
the end of the calendar year in which the lapse 
occurred, or redating for policy loan 
indebtedness, 


(f) a change in premium due to a correction of 
erroneous information, 


(g) the payment of a premium after its due date, 
or no more than 30 days before its due date, as 
established on or before March 2, 1988, or 


(h) the payment of an amount of interest de- 
‘scribed in subparagraph 148(9)(e.1)() of the Act; 
[and] 


“taxable life insurance policy” of an insurer at any 
time means a life insurance policy in Canada issued 
by the insurer (or in respect of which the insurer has 
assumed the obligations of the issuer of the policy to 
the policyholder), other than a policy that is at that 
time an excluded arrangement. 


(2) For the purposes of this Part, 


(a) any rider added, at any time after March 2, 
1988, to a life insurance policy shall be deemed 
to be a separate life insurance policy issued at 
that time; and 


(b) in respect of an insurer’s first taxation year 
that commences after June 17, 1987 and ends af- 
ter 1987, the maximum amount that would have 
been deductible under subparagraph 138(3)(a)(1), 
(ii) or (iv) of the Act, as the case may be, in com- 
puting the insurer’s income for the immediately 
preceding year shall be determined as though the 
provisions that apply in determining that maxi- 
mum amount for that first taxation year were ap- 
plicable in respect of that immediately preceding 
year. 


(3) Prescribed provisions — For the purposes of 
paragraph (b) of the description of C in subsection 
211.1(3) of the Act, as it read in its application to 
taxation years beginning before 1990, the provisions 
of the Act that are prescribed are paragraphs 
12(1)(i), (2.1), (n), (n.1), (0.2), (n.3), (0), (D), and (v), 
and subsections 13(1), 59(3.2) and (3.3), 138(4.4) 
and 140(2). 


(4) Prescribed arrangements — For the pur- 
poses of the description of D in subsection 211.1(3) 
of the Act, as it read in its application to taxation 
years beginning before 1990, prescribed arrange- 
ments in respect of an insurer are 


(a) life insurance policies in Canada issued by the 
insurer (or in respect of which the insurer has as- 
sumed the obligations of the issuer of the policy 
to the policyholder) that are group term life insur- 


Reg. 
S. 1900(5) 


ance policies or existing guaranteed life insurance 
policies; 


(b) life insurance policies (other than life insur- 
ance policies in Canada) issued by the insurer (or 
in respect of which the insurer has assumed the 
obligations of the issuer of the policy to the 
policyholder); 


(c) retirement compensation arrangements in re- 
spect of which the insurer.is the custodian, and 


(d) reinsurance arrangements under which the in- 
surer has assumed or ceded risks insured under 
life insurance policies (other than policies issued 
by the insurer or in respect of which the insurer 
has assumed the obligations of the issuer of the 
policy to the policyholder). 


(5). Prescribed rules for determining 
amounts — The amount in the description of D in 
subsection 211.1(3) of the Act, as it read in its appli- 
cation to taxation years beginning before 1990, in re- 
spect of a life insurer for a taxation year is deter- 
mined by the formula 


wo ty ee Ly ke 
where 


A is the total of all amounts each of which is the 
maximum amount that would be deductible under 
subparagraph 138(3)(a)(i), (ii) or (iv) of the Act 
in respect of an excluded arrangement of the in- 
surer in computing the insurer’s income for the 
year, if that amount were determined without ref- 
erence to any policy loan; 


B is the total of all amounts each of which is the 
maximum amount that would have been deducti- 
ble under subparagraph 138(3)(a)(i), (ii) or (iv) of 
the Act in respect of an excluded arrangement of 
the insurer in computing the insurer’s income for 
the immediately preceding year, if that amount 
were determined without reference to any policy 
loan; 


C is the total of all amounts each of which is the 
amount of a benefit, determined on a net of rein- 
surance ceded basis, that has become payable by 
the insurer in the year in respect of an excluded 
arrangement of the insurer, to the extent that the 
benefit is deducted in computing the insurer’s in- 
come for the year under Part I of the Act from 
carrying on a life insurance business in Canada; 


D is the total of all amounts each of which is the 
amount of a premium, determined on a net of re- 
insurance ceded basis, that has become receivable 
by the insurer in the year in respect of an ex- 
cluded arrangement of the insurer, to the extent 
that the premium is included in computing the in- 
surer’s income for the year under Part I of the Act 
from carrying on a life insurance business in 
Canada; 
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E is the positive or negative amount, as the case 
may be, in respect of the insurer for the year de- 
termined by the formula 


(G-H)-(—J) + (K=L)- (M=N) 


where . 
G is the total of all amounts each of. which 1s the 


maximum amount that would be deductible 
under subparagraph 138(3)(a)(i), (ii) or (iv) of 
the Act in respect of a taxable life insurance 
policy of the insurer in computing the in- 
surer’s income for the year, if that amount 
were determined without reference to any pol- 
icy loan or reinsurance arrangement, 


is the total of all amounts each of which. is the 
maximum amount that» would be deductible 
under subparagraph 138(3)(a)(i), (ii) or (iv) of 
the Act in respect of a taxable life insurance 
policy of the insurer in computing the in- 
surer’s income for the year, if that amount 
were determined without reference to any pol- 
icy loan, 

is the total of all amounts each of which 1s the 
maximum amount that. would have been de- 
ductible under subparagraph 138(3)(a)(i), (11) 
or (iv) of the Act in respect of a taxable life 
insurance policy of the insurer in computing 
the insurer’s income for the immediately pre- 
ceding taxation year, if that amount were de- 
termined without reference to any policy loan 
or reinsurance arrangement, 


is the total of all amounts each of which 1s the 
maximum amount that would have been de- 
ductible under subparagraph 138(3)(a)(i), (ii) 
or (iv) of the Act in respect of a taxable life 
insurance policy of the insurer in computing 
the insurer’s income for the immediately pre- 
ceding taxation year, if that amount were de- 
termined without reference to any policy loan, 


is the total of all amounts each of which is the 
amount of a benefit that has become payable 
in the year by the insurer under a taxable life 
insurance policy of the insurer, 


is the total of all amounts each of which is the 
amount of a benefit, determined on a net of 


reinsurance ceded basis, that has become pay- | 


able by the insurer under a taxable life insur- 
ance policy of the insurer, to the extent that it 
is deducted in computing the insurer’s income 
from carrying on a life insurance business in 
Canada for the year, 


is the total of all amounts each of which is the 
amount of a premium that has become receiv- 
able by the insurer in the year under a taxable 
life insurance policy of the insurer, and 


is the total of all amounts each of which 1s the 
amount of a premium determined on [a] net of 
reinsurance ceded basis, that has become re- 
ceivable by the insurer in the year under a tax- 
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able life insurance policy of the insurer, to the 
extent that the premium is included in com- 
puting the insurer’s income from carrying on 
a life insurance business in Canada for the 
year; and 


F is the positive or negative amount, as the case 
may be, determined by the formula 


O+P-Q=+-R 
where 


© is the total of all amounts each of which is an 
amount in respect of a group term life insur- 
ance policy equal to the lesser of 


(a) the amount of interest credited by the 
insurer in the year on account of the policy 
(other than interest payable in respect of 
the period ending on its first anniversary 
date after March 2, 1988), and 


(b) the amount, if any, by which the maxi-. 
“mum amount that would be deductible 
_under subparagraph 138(3)(a)(i) of the Act 

pursuant to paragraph 1401(1)(c.1) in re- 
spect of the policy in computing the in- 
surer’s income for the year, if that amount 
were determined without reference to any — 
reinsurance arrangement, exceeds the max- 
imum amount that would have been so de- 
ductible in computing the insurer’s income 
for the immediately preceding year, 


P is 80 per cent of the total of all amounts each 
of which is the amount in respect of a liability 
of the insurer, a benefit, a risk or a guarantee, 
in respect of which an amount is determined 
under paragraph 1401(1)(a), (c) or (d) for the 
year, in respect of a pre- -funded group life in- 
surance policy of the insurer, determined by 
multiplying 

(a) the rate of interest used in determining 
the amount under paragraph 1401(1)(a), 
(c) or (d), as the case may be, for the year 
in respect of the liability, benefit, risk or 
guarantee, as the case may be, 


by '/ of the total of 


(b) the maximum amount that would be 
deductible under subparagraph 138(3)(a)(i) 
of the Act. pursuant to paragraph 
1401(1)(a), (c) or (d), as the case. may be, 
in respect of the liability, benefit, risk: or 
guarantee, as the case may be, in comput- 
ing the insurer’s income for the year if that 
amount were determined without reference 
to any policy loan or reinsurance artatee® 
ment, and 


(c) the maximum amount that would have 
been deductible under subparagraph 
138(3)(a)) of the Act pursuant to para- 
graph 1401(1)(a), (c) or (d), as the case 
~ may be, in respect of the liability, benefit, 
risk or guarantee, as the case may be, in 


2142 


Part XIX — Investment Income Tax 


computing the insurer’s income for the im- 
mediately preceding taxation year if that 
amount were determined without reference 
to any policy loan or _ reinsurance 
arrangement, 


Q is the total of all amounts each of which is the 
amount determined for the year in respect of a 
taxable life insurance policy of the insurer by 
multiplying 


(a) the rate of interest used in determining 
the maximum amount deductible under 

subparagraph 138(3)(a)(i) of the Act pur- 
suant to paragraph 1401(1)(c) in respect of 
the policy in computing the insurer’s in- 
come for the year, 


by '/ of the total of 


(b) the maximum amount that would be 
deductible under subparagraph 
138(3)(a)(ii) of the Act in respect of the 
policy in computing the insurer’s income 
for the year, if that amount were deter- 
mined without reference to any reinsur- 
ance arrangement, and 


(c) the maximum amount that would have 
been deductible under subparagraph 
138(3)(a)(ii) of the Act in respect of the 
policy in computing the insurer’s income 
for the immediately preceding taxation 
year, if that amount were determined with- 
out reference to any reinsurance arrange- 
ment, and 


-R is the total of all amounts each of which is an 
amount in respect of a group term life insur- 
ance policy equal to the amount, if any, by 
which 


(a) the total of all amounts determined in 
respect of the insurer under the description 
of O in respect of the policy for taxation 
years ending before the year 


exceeds the total of 


(b) the total of all amounts determined in 
respect of the insurer under the description 
of R in respect of the policy for taxation 
years ending before the year, and 


(c) the maximum amount that would be 
deductible under subparagraph 138(3)(a)() 
of the Act pursuant to paragraph 
1401(1)(c.1) in respect of the policy in 
computing the insurer’s income for the 
year, if that amount were determined with- 
out reference to any reinsurance 
arrangement. 


(6) The amount of the term insurance component in 
the description of E in subsection 211.1(3) of the 
Act, as it read in its application to taxation years be- 
ginning before 1990, in respect of a life insurer for a 
taxation year is determined by the formula 
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Act Bot ©. = D+E—Fi+ Got H 
where 


A is the amount determined by multiplying 0.0035 
by the total of all amounts each of which is the 
amount of new insurance effected in the year 
(other than amounts rescinded in the year) under 
a taxable life insurance policy of the insurer; 


B is the amount determined by multiplying 0.0002 
by '/ of the total of 


(a) all amounts of insurance in force at the end 
of the year under taxable life insurance poli- 
cies of the insurer (other than paid-up poli- 
cies), and 


(b) all amounts of insurance in force at the 
end of the immediately preceding taxation 
year under taxable life insurance policies of 
the insurer (other than paid-up policies); 


C is the amount determined by multiplying 0.20 by 
the net cost of insurance in respect of the insurer 
for the year; 


D is the greater of 


(a) the lesser of $2,500,000 and the amount, if 
any, by which 
(i) the total of the amounts determined 
under the descriptions of A, B, C and E in 
respect of the insurer for the year 


exceeds 


(ii) 50 per cent of the amount that would 
be determined under the description of N 
in subsection (5) in respect of the insurer 
for the year, if that amount were deter- 
mined without reference to any reinsur- 
ance arrangement, and 


(b) the amount, if any, by which 
(i) the total of the amounts determined 


under the descriptions of A, B, C and E in 
respect of the insurer for the year 


exceeds 


(ii) 75 per cent of the amount that would 
be determined under the description of N 
in subsection (5) in respect of the insurer 
for the year, if that amount were deter- 
mined without reference to any reinsur- 
ance arrangement; 


Eis the amount determined under the description of 
D in respect of the insurer for the immediately 
preceding taxation year; 

F is such amount as the insurer may claim, not ex- 
ceeding the positive amount, if any, determined 
by adding 

(a) the mortality experience of the insurer for 
the year, and 

(b) the amount determined under the descrip- 
tion of G in respect of the insurer for the year; 

G is the mortality loss adjustment account of the in- 
surer for the immediately preceding year; and 
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H is | per cent of the total of all amounts each of 
which is the amount of a premium that has be- 
come receivable by the insurer in the year under a 
taxable life insurance policy of the insurer in re- 
spect of which a positive amount of guaranteed 
interest is determined for the year under subsec- 
tion (8). 


(7) The amount of the amortization adjustment 
amount in the description of E in subsection 211.1(3) 
of the Act, as it read in its application to taxation 
years beginning before 1990, in respect of a life in- 
surer for a taxation year is determined by the 
formula 


Al By (C acD) 
where 


A is the total of all amounts each of which is the 
amount that would be the net level premium re- 
serve for the year in respect of a taxable life in- 
surance policy of the insurer (other than a policy 
in respect of which a positive amount of guaran- 
teed interest is determined for the year under sub- 
section (8)), if that amount were determined with- 
out reference to any policy loan or reinsurance 
agreement; 


B is the total of all amounts each of which is the 
amount that would be the net level premium re- 
serve for the immediately preceding taxation year 
in respect of a taxable life insurance policy of the 
insurer (other than a policy in respect of which a 
positive amount of guaranteed interest is deter- 
mined for the year under subsection (8)), if that 
amount were determined without reference to any 
policy loan or reinsurance arrangement, 


C is the total of all amounts each of which is the 
maximum amount that would be deductible under 
subparagraph 138(3)(a)(i) of the Act pursuant to 
paragraph 1401(1)(c) in computing the insurer’s 
income for the year, in respect of a taxable life 
insurance policy of the insurer (other than a pol- 
icy in respect of which a positive amount of guar- 
anteed interest is determined for the year under 
subsection (8)), if that amount were determined 
without reference to any policy loan or reinsur- 
ance arrangement; and 


D is the total of all amounts each of which is the 
maximum amount that would have been deducti- 
ble under subparagraph 138(3)(a)(i) of the Act 
pursuant to paragraph 1401(1)(c) in computing 
the insurer’s income for the immediately preced- 
ing taxation year, in respect of a taxable life in- 
surance policy of the insurer (other than a policy 
in respect of which a positive amount of guaran- 
teed interest is determined for the year under sub- 
section (8)), if that amount were determined with- 
out reference to any policy loan or reinsurance 
arrangement. 


(8) The amount of guaranteed interest in the descrip- 
tion of F in subsection 211.1(3) of the Act, as it-read 
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in its application to taxation years beginning before 
1990, in respect of a life insurer for a taxation year is 
the total of all amounts each of which is the guaran- 
teed interest for the year in respect of 


(a) a life insurance policy in Canada (other than a 
policy that was at any time an excluded arrange- 
ment), or 


(b) a pre-funded group life insurance policy, 


where the policy was issued by the insurer (or in re- 
spect of which the insurer has assumed the obliga- 
tions of the issuer of the policy to the policyholder) 
and the terms and conditions of the policy relating to 
premiums and benefits were determined on or before 
March 2, 1988, except that where, at any time after 
March 2, 1988, the terms and conditions of the pol- 
icy relating to premiums and benefits have been 
changed (other than to give effect to terms and con- 
ditions which were determined prior to March 3, 
1988 or pursuant to a specified transaction or event), 
the amount of guaranteed interest in respect of the 
policy for the year in which the change is made and 
any subsequent taxation year is deemed to be nil. 


(9) Prescribed portion — The prescribed portion 
of an amount referred to in the description of G in 
subsection 211.1(3) of the Act, as it read in its appli- 
cation to taxation years beginning before 1990, for a 
taxation year is 


(a) where the amount is in respect of a life insur- 
ance policy (other than a policy in respect of 
which a positive amount of guaranteed interest is 
determined for the year under subsection (8)), 
100 per cent of the amount; and 


(b) in any other case, nil. 


(10) Prescribed arrangements — For the pur- 
poses of the description of G in subsection 211.1(3) 
of the Act, as it read in its application to taxation 
years beginning before 1990, prescribed arrange- 
ments of an insurer are life insurance policies in 
Canada issued by the insurer (or in respect of which 
the insurer has assumed the obligations of the issuer 
of the policy to the policyholder) that are group term 
life insurance policies or policies that, at any time, 
were existing guaranteed life insurance policies. 


Part XX — Political 
Contributions 


History: Part XX was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part Il, August 
8, 1979. 


2000. Contents of receipts — (1) Every official 
receipt issued by a registered agent of a registered 
party shall contain a statement that it is an official 
receipt for income tax purposes and shall, in a man- 
ner that cannot readily be altered, show clearly 


(a) the full name of the registered party; 
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(b) the serial number of the receipt; 


(c) the name of the registered agent as recorded 
in the registry maintained by the Chief Electoral 
Officer pursuant to subsection 13.1(1) of the 
Canada Elections Act; : 


(d) the day on which the receipt was issued; 
(e) where the person making the contribution is 


(i) a person other than an individual, the day 
on which the contribution was received where 
that day differs from the day referred to in 
paragraph (d), or 

(ii) an individual, the calendar year during 
which the contribution was received; 


(f) the place or locality where the receipt was | 2991, Information returns — The return of infor- 


issued; ’ 
(g) the name and address of the person making 


the contribution including, in the case of an indi- 
vidual, his first name or initial; 


(h) the amount of the contribution; and 
(i) the signature of the registered agent. 


(2) Subject to subsection (3), every official receipt 
issued by an official agent of an officially nominated 
candidate shall contain a statement that it is an offi- 
cial receipt for income tax purposes and shall, ina 
manner that:cannot readily be altered, show clearly 


(a) the ‘name of the officially nominated 
candidate; : 


(b) the serial number of the receipt; 


(c) the name of the official agent as recorded with 
the Minister; 


(d) the day on which the receipt was issued; 


(e) the day on which the contribution was re- 
ceived where that day differs from the day re- 
ferred to in paragraph (d); 

(f) the polling day; 

(g) the name and address of the person making 


the contribution including, in the case of an indi- 
vidual, his first name or initial; 


(h) the amount of the contribution; and 
~ (i) the signature of the official agent. 


(3) The information required by paragraph (2)(f) 
may be shown by use of a code onan official receipt 
form issued by the Chief Electoral Officer, provided 
that the Minister is advised of the meaning of the 
code used. 


(4) For the purposes of.subsections (1) and (2), an 
official receipt issued to replace an official receipt 
previously issued shall show clearly that it replaces 
the original receipt and, in addition to its own serial 
number, shall show the serial number of the receipt 
originally issued. 


(5) A spoiled official receipt form shall be marked 
“cancelled” and such form, together with the dupli- 
cate thereof, shall be filed by the registered agent or 
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the official agent, as the case may be, together with 
the duplicates of receipts required to be filed with 
the Minister pursuant to subsection 230.1(2), of the 
Act. 


(6) Every official receipt form on which 


(a) the day on which the ‘contribution was 
received, . 


(b) the year during which the contribution was re- 
ceived, or 


(c) the amount of the contribution 


| was incorrectly or illegibly entered shall be regarded 
| as spoiled. 


mation referred to in subsection 230.1(2) of the Act 
shall be filed by a registered agent on or before the 
last day of March in each year and shall be in respect 
of the preceding calendar year. 

Forms; T2092: Contributions to a registered party — information 


return; T2093: Contributions to a candidate at an election — infor- 
mation return. 


2002. Interpretation — (1) In this Part, 


“contribution”? means an amount contributed within 
the meaning assigned by subsection 127(4.1) of the 
Act; 


“official receipt” means a receipt for the purposes 
of subsection 127(3) of the Act containing informa- 
tion as provided in subsection 2000(1). or (2), as the 
case may be; 


“official receipt form’? means any printed form that 
a registered agent or an official agent, as the case 
may be, has that is capable of being completed, or 
that originally was intended to be completed, as an 
official receipt of the registered agent or official 
agent, as the case may be. . 


(2) In this Part, “official agent’, “polling day’, “reg- 
istered agent” and “registered party” have the mean- 
ings assigned to them by section 2 of the Canada 
Elections Act and “officially:nominated candidate” 
means a person in respect of whom.a nomination pa- 
per and deposit have been filed as referred to in the 
definition “official nomination” in that section of 
that Act. 


Part XXI — Elections in 
respect of Surpluses 


History: Part XXI was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 
8, 1979. 


2100. Reduction of tax-paid undistributed 
surplus on hand or 1971 capital surplus on 
hand — Any election under subsection 83(1) of the 
Act in respect of a dividend payable before 1979 by 
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a Canadian corporation shall be made by filing with 
the Minister the following documents: 


(a) the form prescribed by the Minister; 


(b) where the directors of the corporation are le- 
gally entitled:to administer the affairs of the cor- 
poration,, a certified copy of their resolution au- 
thorizing the election to be made; 


(c) where the directors of the corporation are not 
legally entitled to administer the affairs of the 
corporation, a certified copy of the authorization 
of the making of the election by the person or 
persons legally entitled to administer the affairs 
of the corporation; 
(d) where paragraph (e) is not applicable, sched- 
ules showing the computation of the amount, im- 
mediately before the. election, of — the 
Sent ieee s 
(i) 'tax-paid undistributed alah’ on hand, if 
any, 
(ii) 1971 ‘capital surplus ‘on hand, if any, and 
(iii) 1971 undistributed income on hand, if 
any; and 
(e) where subsection 83(3) of the Act is applica- 
ble, schedules showing the computation of the 
amount, immediately before the dividend became 
payable, of the corporation’s ~ ) 
(i) tax-paid Penis tas Sue on hand, if 
any, 
(ii) 1971 capital sept on iad! if any, and 
(ii) 1971 undistributed income on hand, if 
any. 
History: That portion of para. 2100(e) preceding subpara. (i) sub- 


stituted by P.-C. 1988-390, s..11,:March 3, 1988, Canada Gazette, 
Part II, March 16, 1988, effective October 29, 1985. 


S. 2100 amended: by: P.C. 1983-867, March 25, 1983, Canada Ga- 
zette, Part II, April,.1983, to.remove the requirement to file. duph- 
cate copies of the documents listed. 


All that portion of s. 2100 preceding para. (a) substituted by P.C. 


1980-502, s. 2; February 8, 1980, Canada Gazette, Part Il, pe Bate 


27, 1980, effective January 1, 1980. 


2101. Capital dividends and life insurance 
capital dividends payable by private corpora- 
tions — Any election under subsection 83(2) of the 
Act in respect of a dividend payable by a private cor- 
poration shall be made by filing with the Minister 
the following documents: 


(a) the form prescribed by. the Minister; 


(b) where the directors of the corporation are le- 
gally entitled to administer the affairs of the cor- 
poration, a certified copy of their resolution au- 
thorizing the election to be made; 


(c) where the directors of the corporation are not 
legally entitled to administer the affairs of the 
corporation, a certified copy of the authorization 
of the making-of the election by the person’ or 
persons legally entitled to administer the affairs 
of the corporation; 
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(d) where the election has been made under sub- 
section 83(2) of the Act and paragraph (e) is not 
applicable, schedules showing the computation of 
the amount, immediately before the election, of 
the corporation’s 


(i) capital dividend account, and 


(ii) 1971 undistributed income on hand, if 
any, if the dividend was payable on or prior to 
March 31, 1977; and 


- (e) where the election has been made under sub- 
section 83(2) of the Act and subsection 83(3) of 
the Act is applicable, schedules showing the com- 
putation of the amount, immediately before the 
dividend became payable, of the corporation’s 


(i) capital dividend account, and 


_ (ii) 1971 undistributed income on hand, if 
any, if the dividend was payable on or prior to 
March 31, 1977. | 


History: That portion of s. 2101 preceding para. (a). substituted, 
and paras. (f) and (g) revoked, applicable with respect to dividends 
paid after May 23, 1985; that portion of para. 2101(e) preceding 
subpara. (i) substituted effective October 29, 1985, by P.C. 1988- 
390, s. 12, March 3, 1988, Canada Gazette, Part Il, March 16, 1988. 
That portion of s. 2101 preceding para. (a), that portion of para. (d) 
preceding subpara. (i), and para (e) substituted and paras. (f) and (g) 
added by P.C. 1984-3789, s. 10, November 29, 1984, Canada Ga- 
zétte, Part Il, December 12, 1984, effective June ‘29, 1982. 


S. 2101 amended by. P.C. 1983-867, March 25, 1983, Canada Ga- 
zette, Part II, April, 1983, to remove the requirement to file dupli- 
cate copies of the documents listed. 

Subparas. 2101(d)(ii), (e) (ii) substituted by P.C., 1978-2394, s..1, 
July 26, 1978, Canada Gazette, Part II, August 9, 1978, effective 
for the period commencing April 1, 1977. 

Interpretation Bulletins: IT-66R6: Capital dividends. 


Forms: 12054: Election in respect of a capital dividend under sub- 
section 83(2).. 


2102. Tax on 1971 undistributed income on 
hand — (1) [Revoked] 


History: Subsec. 2102(1) revoked by P.C. 1980-502, subsec. 3(1), 
February 8, 1980, Canada Gazette, Part II, February 27, 1980. 


(2) Any retroactive election by a corporation under 
subsection 196(1.1) of the Act, in respect of a divi- 
dend payable before 1979 in respect of which an 
election was made under section 83 of the Act, shall 
be made by filing with the Minister the following 
documents: 


(a) the form prescribed by the Minister; 


(b) where the directors of the corporation are le- 
gally entitled to administer the affairs of the cor- 
poration, a certified copy of their resolution au- 
thorizing the election to be made; 


(c) where the directors of the corporation are not 
legally entitled to administer the affairs of the 
corporation, a certified copy of the authorization 
of the making of the election by the person or 
persons legally entitled to administer the affairs 
of the corporation; and . 
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(d) a schedule showing the computation of the 
amount, immediately before the time immedi- 
ately before the specified election referred to in 
subsection 196(1.1) of the Act was made, of the 
corporation’s 1971 undistributed income on hand. 
History: Subsec. 2102(2) amended by P.C. 1983-867, March 25, 


1983, Canada Gazette, Part II, April 13, 1983, to remove the re- 
quirement to file duplicate copies of the documents listed. 


All that portion of subsec. 2102(2) preceding para. (a) substituted 
by P.C. 1980-502, subsec. 3(2), February 8, 1980, Canada Gazette, 
Part I], February 27, 1980. 


2103. [Revoked] i 


History: S. 2103 revoked by P.C. 1978-2394, 5. 2, July 26, 1978, 
Canada Gazette, Part I, August 9, 1978, effective for the period 


commencing January 1, 1978. 
s 


2104. Capital gains dividends payable by 
mutual fund corporations and investment 
corporations — Any election under subsection 
131(1) of the Act in respect of a dividend payable by 
a mutual fund corporation or an investment corpora- 
tion shall be made by filing with the Minister the fol- 
lowing documents: © 


(a) the form prescribed. by the Minister; 


(b) where the directors of the corporation are. le- 
gally entitled to administer the affairs of the cor- 
poration, a certified copy of their resolution au- 
thorizing the election to be made; 


(c) where the directors of the corporation are not 
legally entitled to administer the affairs of the 
corporation, a certified copy of the authorization 
of the making of the election by the person or 
persons legally entitled to administer the affairs 
of the corporation; 

(d) where paragraph (f) is not applicable, a sched- 
ule showing the computation of the amount, im- 
mediately before the election, of the corpora- 
tion’s capital gains dividend account; and 


(e) [Revoked] 


(f) where subsection 131(1.1) of the Act is appli- 
cable, a schedule showing the computation of the 
amount, immediately before the earlier of 


(i) the date the dividend became payable, and 


(ii) the first day on which any part of the divi- 
dend was paid, 


of the corporation’s capital gains dividend 
account. 
History: That portion of s. 2104 preceding para. (a) substituted ap- 
plicable to 1985 et seq.; para. (d) substituted and para (€) revoked 
effective October 29, 1985, by P.C. 1988-390, s. 13, March 3, 1988, 
Canada Gazette, Part I, March 16, 1988. 


S. 2104 amended by P.C. 1983-867, March 25, 1983, Canada Ga- 
zette, Part Il, April, 1983, to remove the requirement to file dupli- 
cate copies of the documents listed. 

Paras. 2104(d) substituted, (f) added by P.C. 1981-2409, s. 1, Sep- 
tember 3, 1981, Canada Gazette, Part Il, September 23, 1981, appli- 
cable to elections made in respect of dividends that became payable 
after 1974. 
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Forms: T2055: Election in respect of a capital gains dividend 
under subsection 131(1). 


2104.1 [Capital gains dividends payable by 
mortgage investment corporations] — Any 
election under subsection 130.1(4) of the Act in re- 
spect of a dividend. payable by a mortgage invest- 
ment corporation shall be made by filing with the 
Minister the following documents: 


(a) the documents referred to in paragraphs 
2104(a) to (c); and 


(b) a schedule showing the computation of the 

capital gains dividend in accordance with para- 

graph 130.1(4)(a) of the Act. | 
History: S. 2104.1 added by P.C. 1988-390, s. 14, March 3, 1988, 
Canada Gazette, Part Il, March 16, 1988, applicable to 1985 et seq. 
Forms: 12012: Election in respect of a capital gains dividend 
under. subsection 130.1(4); T2143: Election not.to be a restricted 
financial institution. 


2105. Capital gains dividends payable by 
non-resident-owned investment corpora- 
tions — Any election under subsection 133(7.1) of 
the Act in respect of a dividend payable by a non- 
resident-owned “investment corporation shall be 
made by filing with the Minister the following docu- 
ments: . 


(a) the form prescribed by the Minister; 


(b) where the directors of the corporation are le- 
gally entitled to administer the affairs of the. cor- 
poration, a certified copy of their resolution au- 
thorizing the election to be made, 


(c) where the directors of the corporation are not 
legally entitled to administer the affairs of the 
corporation, a certified copy of the authorization 
of the making of the election by the person or 
persons legally entitled to administer the affairs 
of the corporation; 


(d) where paragraph (e) is not applicable, a 
schedule showing the computation of the amount, 
immediately before the election, of the corpora- 
tion’s capital gains dividend account; and 


(e) where subsection 133(7.3) of the Act is appli- 
cable, a schedule showing the computation of the 
amount, immediately before the earlier of 


(i): the date the dividend became payable, and 


(ii) the first day on which any part of the divi- 
dend was paid, 


of the corporation’s capital gains dividend 
account. 


History: S. 2105 amended by P.C. 1983-867, March 25, 1983, 
Canada Gazette, Part If, April, 1983, to remove the requirement to 
file duplicate copies of the documents listed. 


Paras. 2105(d) substituted, (e) added by P.C. 1981-2409, s. 2, Sep- 
tember 3, 1981, Canada Gazette, Part II, September 23, 1981, appli- 
cable to élections made in respect of dividends that became payable 
after 1974 except that in its application ‘to dividends that. became 


2147 


Reg. 
S. 2105 


payable after 1974 and before 1979 paras. 2105(d) and se) shall be 
read as follows: 


(d) Where paragraph (e) is not applicable, schedules showing 
the computation of the amount, Sameae i atpays before the elec- 
tion, of the corporation’s, 


(i) capital gains dividend account, and 
(it) 1971 undistributed income on hand; and 
(e) where subsection 133(7.3) of the Act is applicable, sched- 


ules showing the computation of the amount, immediately 
before the earlier of . 


(1) the date the dividend became payable, and 


(ii) the first day on which any part of the een was 
"Petpatds 
of the corporation’s 
(iii) capital gains dividend account, and 
(iv) 1971 undistributed income on hand. 
Forms: T2053: Election by a Canadian corporation in respect of a 
dividend out of tax-paid undistributed surplus on hand, and/or 197] 
capital surplus on hand; T2054: Election by a private corporation in 
respect of a dividend out of capital dividend account; T2055: Elec- 
tion to pay a capital gains dividend under subsection 131(1); T2056: 
Election to pay tax on 1971 undistributed income on hand; T2063: 
Election in. respect -of»a.capital gains diyidend- under. subsection 
133(7.1). ; 


2106. Alternative to additional tax on 
excessive elections — Any election under sub- 
section 184(3) of the Act in respect of a dividend 
that was paid or payable by a colo suon shall be 
made by 


(a) filing with the Mele oe artiheb docu- 
ments: 


(i) a letter stating that the corporation elects 
under subséction 184(3) of the Act in he 
of the said dividend, 


(ii) where the directors of the diggin are 
legally entitled to administer the affairs of the 
corporation, a certified copy of 


(A) their resolution authorizing the elec- 
tion to be made, and 


(B) their declaration that the election is 
made with the concurrence of all share- 
holders who received or were entitled to 
receive all or any portion of the said divi- 
dend and whose addresses were known to 
the corporation, 


(iii) where the directors of the corporation are 
not legally entitled to administer the affairs of 
the corporation, a certified copy of 


(A) the authorization of the making of the 
election, and 


(B) the declaration that the election. is 
made with the concurrence of all share- 
holders who received or were entitled to 
receive all or any portion of the said divi- 
dend and whose addresses were known to 
the corporation, 


by the person or persons legally entitled to ad- 
minister the affairs of the corporation, 
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(iv) a schedule showing’ the: peep infor- 
mation: 


(A) the date of the notice of assessment of 
the tax that would, but for the election, 
have been “payable under Part il of a 
Act, 


(B) the full amount of the said dividend. 


(C) the date the said dividend became pay- 
able, or the first day on which’ any part of 
the said dividend was paid if that day ‘is 
earlier, 

(D) the portion, if any, of the said dividend 
described in paragraph Any Ses of the 
Act, 


(E) the portion, if any, of the said dividend 
that the corporation is claiming for-the,pur- 
poses. of an election in respect thereof 
“under subsection 83(1) or (2), 130. 1(4) or 
131(1) of the Act pursuant. to ‘paragraph 
184(3)(b) of the Act, and 


.(F) the portion, if any, of the said dividend 
that is deemed by paragraph 184(3)(¢) of 
the Act to be a separate dividend that is a 
taxable dividend; and 


~ (b) making an election in prescribed manner and 
_ prescribed form in respect of any amount claimed 
under paragraph 184(3)(b) of the Act. 
History: S. 2106 amended by P.C. 1983-867, March 25, 1983, 
Canada Gazette, Part II, April 13, 1983, to remove the requirement 
to file duplicate copies of the documents listed. 


S. 2106 added by P.C. 1978-1138, April 13, 1978, Canada Gazette, 
Part II, April 26, 1978, effective on’and after January 1,°1972. 


Interpretation Bulletins: IT-66R6: Capital dividends. 


2107. Tax-deferred preferred series — The fol- 
lowing series of classes of capital stock are hereby 
prescribed for the purposes, of subsection 83(6) of 
the Act to be tax-deferred preferred series: 
(a) The Algoma Steel Corporation, Limited, 8% 
Tax Deferred Preference Shares Series. A; 


(b) Aluminum Company of Canada, Limited, 
$2.00 Tax Deferred Retractable Preferred Shares; 
(c) Brascan Limited; 812% Tax Deferred Pre- 
ferred Shares Series A; 

(d) Canada Permanent Mortgage Corporation, 


63/4% Tax Deferred Convertible Preference 
Shares Series A; and 


(e) Cominco Ltd., $2.00 Tax Deferred Pees 
able Preferred Shares Series. A. 


History: S. 2107 added by P.C. 1978-2394, s.-3, July 26, 1978, 
Canada Gazette, Part Il, August 9, 1978, effective for the period 
commencing, January 1, 1979. 


Part XXII — Discharge of 
Security for Taxes 


History: Part XXII was consolidated by’ the’ Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
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by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August | 2400. Property used in insurance businesses 


8, 1979, 


2200. Where under subsection 220(4) of the Act the 
Minister has accepted, as security for payment of 
taxes, a mortgage or other security or guarantee, he 
may, by a document in writing, discharge such mort- 
gage or other security or guarantee. 


History: S: 2200 amended by P.C. 1994-1817, para. 62(c), Novem- 
ber 1, 1994, Canada Gazette, Part Il, November 30, 1994. 


Part XXIll — Principal 
Residences 


History: Part XXIII was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, Jul¥ 19, 1979, Canada Gazette, Part I, August 
8, 1979. 


2300. Any election by a taxpayer under subpara- 
graph 40(2)(c)(ii) of the Act shall be made by attach- 
ing to the return of income required by section 150 
of the Act to be filed by him for his taxation year in 
which the disposition of the land, including the prop- 
erty that was his principal residence, occurred, a let- 
ter signed by the taxpayer 


(a) stating that he is electing under that 
subparagraph; 


(b) stating the number of taxation years ending 
after the acquisition date (within the meaning as- 
signed by paragraph 40(2)(b) of the Act) for 
which the property was his principal residence 
and during which he was resident in Canada; and 


(c) giving a description of the property sufficient 
to identify it with the property designated as his 
principal residence. 

History: Para. 2300(b) substituted by P.C. 1980-2224, s. 1, August 


27, 1980, Canada Gazette, Part II, September 10, 1980, effective in 
respect of dispositions after March 31, 1977. 


2301. Any designation by a taxpayer under subpara- 
graph 54(g)(iii) [54‘‘principal residence’’(c)] of the 
Act shall be made in the return of income required 
by section 150 of the Act to be filed by him for any 
taxation year of the taxpayer in which 


(a) he has disposed of a property that is to be des- 
ignated as his principal residence, or 
(b) he has granted an option to acquire such 
property. 
Interpretation Bulletins: IT-120R4: Principal residence. 
Forms: T1079: Designation of a property as a principal residence 
by a personal trust; T1079-WS: Principal residence worksheet; 
T2091: Designation of a property as a principal residence by an in- 
dividual; T2091(IND)WS: Principal residence worksheet. 


Part XXIV — Insurers 


History: Part XXIV (ss. 2400-2409) was substituted by P.C, 1979- 
2483, September 13, 1979, Canada Gazette, Part II, September 26, 
1979. 


in Canada —(1) For the purposes of paragraph 
138(12)(1) [138(12)“property used by it in the year 
in, or held by it in the year in the course of”] of the 
Act, “property used by it in the year in, or held by it 
in the year in the course of” carrying on an insurance 
business in Canada (in this Part referred to as the 
“particular insurance business”) means the property 
(in this Part referred to as “insurance property”) of 
an insurer that is designated or required to be desig- 
nated by the insurer in respect of a taxation year, and 
for that purpose the following rules apply: 


(a) such investment property owned by the in- 
surer at the beginning of the year that was insur- 
ance property in respect of another insurance bus- 
iness' in Canada in the immediately preceding 
taxation year and that was used by the insurer in 
the year in, or held by it in the year in the course 
of (determined without reference to this subsec- 
tion), carrying on the particular insurance busi- 
ness shall be designated by the insurer in respect 
of the particular insurance business for the year; 


(b) where the amount of the insurer’s mean Cana- 
dian reserve liabilities for the year in respect of 
the particular insurance business exceeds the total 
of 


(i) the aggregate value for the year of all in- 
vestment property of the insurer required to be 
designated by the insurer under paragraph (a) 
in respect of the particular insurance business 
for the year, 


(ii) where the particular insurance business is 
_a life insurance business in Canada, the aggre- 
gate of the mean policy loans of the insurer 
for the year and '/ of the aggregate of out- 
standing premiums of the insurer in respect of 
that insurance business in Canada as deter- 
mined for the purposes of the relevant author- 
ity at the end of the year and the immediately 
preceding taxation year, 


(iii) where the particular insurance business is 
an accident and sickness insurance business in 
Canada, '/ of the aggregate of outstanding 
premiums of the insurer in respect of that in- 
surance business in Canada as determined for 
the purposes of the relevant authority at the 
end of the year and the immediately preceding 
taxation year, and 


(iv) where the particular insurance business 1s 
an insurance business in Canada, other than a 
life insurance business in Canada or an acci- 
dent and sickness insurance business in Can- 
ada, '/2 of the total of 

(A) the aggregate of all amounts each of 


which is an amount of a deferred acquisi- 
tion expense or a premium receivable (to 
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the extent included in the insurer’s Cana- 
dian reserve liabilities) of the insurer in re- 
spect of that insurance business in Canada 
as determined for the purposes of the rele- 
vant authority at the end of the immedi- 
ately preceding taxation year, and 


(B) the aggregate of all amounts each of 
which is an amount of a deferred acquisi- 
tion expense or a premium receivable (to 
the extent included in the insurer’s Cana- 
dian reserve liabilities) of the insurer in re- 
spect of that insurance business in Canada 
as determined for the purposes of the rele- 
vant authority at the end of the year, 


such investment property (other than investment 
property required to be designated by the insurer 
pursuant to paragraph (a) in respect of another in- 
surance business in Canada of the insurer for the 
year, when that paragraph is applied in respect of 
that other business) owned by the insurer at the 
beginning of the year that was insurance property 
in respect of the particular insurance business in 
the immediately preceding taxation year, the 
value for the year of which is not less than the 
amount of that excess, shall be designated by the 
insurer in respect of the particular insurance busi- 
ness for the year; 


(c) where 


(i) the amount of the excess determined under 
paragraph (b) in respect of the particular in- 
surance business for the year 


exceeds 


(ii) the aggregate value for the year of insur- 
ance property in the immediately preceding 
taxation year in respect of the particular insur- 
ance business required to be designated by the 
insurer pursuant to paragraph (b) in respect of 
the particular insurance business for the year, 


such investment property (other than investment 
property designated or required to be designated 
by the insurer under paragraph (a) or (b) for the 
year) owned by the insurer at any time in the 
year, the value for the year of which is not less 
than the amount of that excess, shall be desig- 
nated by the insurer in respect of the particular 
insurance business for the year; 


(d) where 


(i) the amount of the insurer’s Canadian in- 
vestment fund for the year ; 


exceeds 


(ii) the aggregate value for the year of all in- 
vestment property designated or required to be 
designated by the insurer under paragraphs 
(a), (b) and (c) in respect of all insurance busi- 
nesses in Canada for the year, 


such investment property (other than investment 
property designated or required to be designated 
by the insurer under paragraph (a), (b) or (c) for 
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the year) owned by the insurer at any time in the 
year, the value for the year of which is not less 
than the amount of that excess, shall be desig- 
nated by the insurer in respect of a particular in- 
surance business for the year; 


(e) such non-segregated property or portion 
thereof (other than investment property) owned 
by the insurer at any time in the year and used by 
it in the year in, or held by it in the year in the 
course of (determined without reference to this 
subsection), carrying on an insurance business in 
Canada shall be deemed to have been designated 
by the insurer for the year; and 


(f) where the insurer has failed to designate prop- 
erty required to be designated for the year under 
any of paragraphs (a) to (d), such property owned 
by the insurer at any time in the year may, not- 
withstanding subsection (5), be designated by the 
Minister on behalf of the insurer for the purposes 
of those paragraphs, and the designated property 
by the Minister shall be deemed to have been 
designated by the insurer for the year, except that 
the aggregate value for the year of the designated 
property shall not exceed that required to be des- 
ignated by the insurer under those paragraphs. 
History: Subsec. 2400(1) substituted by P.C. 1990-2002, s. 6, Sep- 
tember 20, 1990, Canada Gazette, Part Il, October 10, 1990, appli- 


cable in respect of taxation years beginning after June 17, 1987 and 
ending after 1987. 


Paras. 2400(1)(c), (d) corrected by Canada Gazette, Part II, October 
24, 1979, errata. 


(2) For the purposes of this section, where in a taxa- 
tion year an insurer carries on a life insurance busi- 
ness in Canada and an insurance business in Canada 
other than a life insurance business (in this Part re- 
ferred to as the “other than life insurance business’’), 
the following rules apply: 


(a) paragraphs (1)(a), (b) and (c) shall be applied 
in designating the insurance property of the in- 
surer in respect of its other than life insurance 
business before they are applied in designating 
the insurance property of the insurer in respect of 
its life insurance business; 


(b) property that is designated under subsection 
(1) in respect of an insurance business of the in- 
surer for a taxation year shall not be designated in 
respect of another insurance business of the in- 
surer for the year; and 


(c) investment property that is designated in re- 
spect of an insurance business of the insurer for a 
taxation year pursuant to paragraph (1)(d) or (f) 
shall, 


(i) where paragraph (1)(d) is applicable, be 
designated in respect of the insurance business 
in Canada of the insurer as specified by the 
insurer for the year, and 


(ii) where paragraph (1)(f) is applicable, be 
designated in respect of the insurance business 
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in Canada of the insurer as specified by the 
Minister for the year. 


(3) For the purposes of subsection (1), property ac- 
quired by an insurer in a taxation year by reason of 


(a) a transaction described in section 51, 77, 85.1 
or 86 of the Act, 


(b) a transaction in respect of which an election 
was made under subsection 85(1) or (2) of the 
Act, 


(c) an amalgamation of two or more corporations 
(within the meaning assigned by subsection 87(1) 
of the Act), or 


(d) a winding-up of a corporation (in respect of 
which subsection 88(1) of the Act applied), 


as consideration for or in exchange for property of 
the insurer that was, in respect of the year, insurance 
property in respect of a particular insurance business 
in the immediately preceding taxation year shall be 
deemed to be insurance property in respect of that 
particular insurance business in that immediately 
preceding taxation year. 

History: Subsec. 2400(2), (3) substituted by P.C. 1990-2002, s. 6, 
September 20, 1990, Canada Gazette, Part Il, October 10, 1990, ap- 
plicable in respect of taxation years beginning after June 17, 1987 
and ending after 1987. 

Para. 2400(3)(b) substituted by P.C. 1988-1473, s. 4, July 21, 1988, 


Canada Gazette, Part II, August 3, 1988, applicable to taxation 
years commencing after 1984. 


(4) Notwithstanding subsection (1) or (6), the aggre- 
gate value for the year of Canadian equity property 
that may be designated in respect of all the insurer’s 
insurance businesses in Canada for a taxation year 
shall not exceed the insurer’s equity limit for the 
year. 


(5) Where investment property owned by the insurer 
at any time in the year was not insurance property in 
respect of an insurance business in Canada of the in- 
surer at the end of the immediately preceding taxa- 
tion year, and was used by the insurer in, or held by 
the insurer in the course of carrying on an insurance 
business outside Canada in the year, the property 
may not be designated by the insurer under subsec- 
tion (1) for any period in the year, in respect of an 
insurance business in Canada of the insurer. 


(6) For the purposes of subsection (1), investment 
property of the insurer shall be designated by the in- 
surer in respect of a taxation year in respect of its 
insurance businesses in Canada in the following or- 
der to the extent thereof and to the extent required: 


(a) investment property owned by the insurer at 
any time in the year that was insurance property 
in respect of an insurance business in Canada of 
the insurer at the end of the immediately preced- 
ing taxation year; 

(b) subject to subsection (5), investment property 
(other than an investment property referred to in 
paragraph (a)) owned by the insurer at any time 


Reg. 
S. 2401(1) 


in the year that was Canadian investment prop- 
erty except that such investment property shall be 
designated in the following order: 


(i) land and depreciable property situated in 
Canada, 


(i1) mortgages, agreements of sale and other 
forms of indebtedness in respect of property 
referred to in subparagraph (i), and 


(iii) other property; and 
(c) subject to subsection (5), other investment 


property owned by the insurer at any time in the 
year.’ 


(7), The insurer or the Minister may designate for a 
taxation year a portion of a particular investment 
property pursuant to paragraph (1)(b), (c), (d) or ( 
where the designation of the entire investment prop- 
erty would result in a designation of investment 
property with an aggregate value for the ‘year ex- 
ceeding that required to be designated by the insurer 
pursuant to subsection (1). 


History: Subpara. 2400(6)(b)Gi) amended by P.C, 1994-1817, 
para. 62(d), November 1, 1994, Canada Gazette, Part Il, November 
30, 1994. 


Subsecs. 2400(4) to (7) substituted for (4) and (5) by P.C. 1990- 
2002. s. 6, September 20, 1990, Canada Gazette, Part II, October 
10, 1990, applicable in respect of taxation years beginning after 
June 17, 1987 and ending after 1987 except that in applying sub- 
secs. (5) and (6) to a taxpayer’s first taxation year that begins after 
June 17, 1987 and that ends after 1987, they shall, where the tax- 
payer elects in the taxpayer’s return of income under Part I of the 
Act for that year, be read as follows: 


(5) Where a property was owned by the insurer throughout 
any period in a taxation year and throughout that period the 
property was used by the insurer in, or held by the insurer in 
the course of, carrying on an insurance business outside Can- 
ada, the property may not be designated by the insurer under 
subsection (1) for the period in respect of an insurance busi- 
ness in Canada of the insurer. 


(6) For the purposes of subsection (1), investment property of 
the insurer shall, subject to subsection (5), be designated by 
the insurer in respect of a taxation year in respect of its insur- 
ance businesses in Canada inthe following order, to the ex- 
tent thereof and to the extent required: 
(a) investment property owned by the insurer at any time 
in the year that was designated in respect of an insurance 
business in Canada of the insurer in the immediately pre- 
ceding taxation year; 
(b) investment property (other than an investment prop- 
erty referred to in paragraph (a)) owned by the insurer at 
any time in the year that was Canadian investment prop- 
erty, except that that investment property shall be desig- 
nated in the following order, namely, 
“e(i) land and depreciable property situated in Canada, 
(ii): mortgages, hypothecs, agreements of sale and 
other forms of indebtedness in respect of property re- 
ferred to in subparagraph (i), and 
(iii) other property; and 
(c) other investment property owned by the insurer at any 
time in the year. 


2401. Non-resident life insurers — (1) An elec- 
tion referred to in paragraph (a) of the definition 
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“life surplus factor” in subsection 2405(3) shall be 
made by a non-resident life insurer in respect of a 
taxation year by filing, with its return of income re- 
quired by subsection 150(1) of the Act to be filed for 
the year, the following documents in duplicate: 


(a) a letter stating that the insurer elects under 
paragraph (a) of the definition “life surplus fac- 
tor” in subsection 2405(3); and 


(b) a schedule providing the following informa- 
tion: 
(i) the amount determined under subparagraph 
(a)(i) of the definition “life surplus factor” in 
subsection 2405(3) in respect of the year, 


(ii) the amount that is the aggregate value for 
the year of all the insurer’s equity property, 


(iii) information adequate to enable the Minis- 
ter to verify the amounts referred to in subpar- 
agraphs (i) and (11), and 


(iv) where subsection (3) applies, the position 
and jurisdiction of the insurance officer or au- 
thority referred to therein. | 


(2) Where an insurer has made an election referred 
to. in subsection (1) and the information that is re- 
quired to be provided. pursuant to subparagraph 
(1)(b)(iii) is not adequate, in the opinion of the Min- 
ister on the advice of the Superintendent of Insur- 
ance for Canada, to enable the Minister to verify an 
amount referred to in that subparagraph, the insurer’s 
life surplus factor shall be determined pursuant to 
paragraph (c) of the definition “life surplus factor” in 
subsection 2405(3). 


(3) Notwithstanding the definition “relevant author- 
ity” in subsection 2405(3), where an insurer, has 
made an election referred to in subsection (1), it 
may, if it so provides in its election, determine the 
amount referred to in subparagraph (1)(b)(i) as if 
“relevant authority” were read as “insurance officer 
or authority of the country or the political subdivi- 
sion thereof to whom the insurer is required to report 
its reserves in respect of its insurance businesses car- 
ried on in all countries and territories”. 
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esignation of Canadian eq- 
th a total value for the year ex- — 
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s: Amended subsection 2401(4) replaces the 
ty limit rule in existing subsection 2400(4). 
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2402. Income from _ participating — life 
insurance businesses — For the purposes of 
clause 138(3)(a)(iii)(B) of the Act and subparagraph 
309(1)(e)(i), in computing a life insurer’s income for 
a taxation year from its participating life insurance 
business carried on in Canada, 


(a) there shall be included that proportion of the 
insurer’s gross Canadian life investment income 
for the year that 


(i) the aggregate of the insurer’s mean maxi- 
mum tax actuarial reserve for the year in re- 
spect of participating life insurance policies in 
Canada and the mean amount on deposit with 
the insurer for the year in respect of those 
policies 
is of | 
(ii) the aggregate of amounts, each of which is 
(A) the insurer’s mean maximum tax actu- 
arial reserve for the year in respect of a 
class of life insurance policies in Canada, 
or : 
(B) the mean amount on deposit with the 


insurer for the year in respect of a class of 
policies described in clause (A); 


Amended para 
ance propert 


2400(1)(e) by rep! 
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(b) there shall be included 


(i) the amount deducted. by the insurer - under 
subparagraph 138(3)(a)Gv) of the Act in com- 

puting its income for the unupediiately preced- 
ing taxation year, 


(ii) the insurer’s maximum tax actuarial re- 
serve for the immediately preceding taxation 
year in respect of participating life insurance 
policies in Canada, 


(iii) the maximum amount deductible by the 
insurer under subparagraph 138(3)(a)(ii) of 
the Act in computing its income for the imme- 
diately preceding taxation year in respect of 

ee life insurance policies in Canada, 
and 


(iv) that proportion of the amount included in 
income by the insurer for the year under sec- 
tion 12.3 that 


(A) the amount determined under clause 
-(f)Gii)(A) for its first taxation year that 
commences after June 17, 1987 and ends 
after 1987 


is of . 


(B) the amount determined under clause 
(f)(iii)(B) for its first taxation year that 
commences after June 17, 1987 and ends 
after 1987; 


(c) there shall not be included any amount in re- 
spect of the insurer’s participating life insurance 
policies in Canada that was deducted under sub- 
paragraphs 138(3)(a)(i) or (ii) of the Act in com- 
puting its income for the immediately preceding 
taxation year; 
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(d) except as otherwise provided in paragraph (a), 
there shall not be included any amount as a re- 
serve that was deducted under paragraph. 20(1)(1) 
of the Act in computing the insurer’s income for 
the immediately preceding taxation year; 


(e) except as otherwise provided in paragraph (a), 
there shall not be included 


(i) any amount that was included in income 
for the year by the insurer puree to 
138(4)(b) or (c) of the Act, or 


(ii) any amount that was included in comput- 
ing the insurer’s gains or taxable capital gains 
for the year from the disposition of property; 


| er r subsection 
puting the in- 


_ deemed by subsection 
of the Act to be an allowable capi- 
he insurer for the year from the 
osition of property, 
mount determined under subpar 
i) for the year, and 


the amount determined under Dele 
raph (a)(ii) for the: year; 


Application: The June 1, 1995 draft regulations (securities held 
by financial institutions), subsec. 2(4). will add paras. 2402(e.1) 
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(ii) any amount deductible as a reserve under 
paragraph 20(1)() of the Act in computing the 
insurer’s income for the year, or 


(111) any amount included in computing the in- 
surer’s losses or allowable capital losses for 
the year from the disposition of property; 


(f) there shall be deducted 


(i) the insurer’s maximum tax pcinariel re- 
serve for the year in respect of participating 
life insurance policies in Canada, 


(ii) the maximum amount deductible by the 
insurer under subparagraph 138(3)(a)Qi) of 
the Act in computing its income for the year 
in respect of participating life | insurance he 
cies in Canada, and 


(iii) that proportion of the amount deducted 
from income by the insurer for the year under 
subsection 20(26) that : 


(A) the amount determined in respect of 
the insurer for the year under subparagraph 


(a)(i), 
is of 
(B) the amount determined in respect of 
the insurer for the year under subparagraph 


(a)(il); 


(i) except as otherwise provided in paragraph (f), 
no deduction shall be made in respect of a reserve 
deductible under subparagraph 138(3)(a)(i) or (ii) 
of the Act in computing the insurer’s income for 
the year; and 


(Qj) except as otherwise provided in this section, 
the provisions of the Act relating to the computa- 
(g) no deduction shall be made in respect of any tion of income from a source shall apply. 

amount deductible under subpar agraph 138(3) History: Subpara. 2402(b)(iii) added, and paras. (c) to (f), (h) and 
(a)(iii) or (iv) of the Act in computing the in- | (j) substituted, by P.C. 1990-2002, s. 7, September 20, 1990, Gan- 
surer’s income for the year; ada Gazette, Part Il, October 10, 1990, applicable in respect of taxa- 


(h) except as as otherwise previded 4 h tion years beginning after June 17, 1987 and ending after 1987 ex- 
DP WISE DTENA IBperastap cept that in its eneean in tag a of [an insurer’s] first such 


(a), no deduction shall be made in respect of taxation, year, 
(i) any amount deductible under paragraph (a) subpara. (b)(iii) shall be read as follows: 
138(3)(b). or (d) of the Act in computing the “(iii) the maximum amount of a reserve deductible by the 
insurer's income for the year, insurer in computing its income for the immediately pre- 
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ceding taxation year in respect of unpaid claims under 
participating life insurance policies in Canada received 
by the insurer before the end of that year, and”; 
(b) para. (c) shall be read as follows: 
“(c) there shall not be included any amount in respect of 
the insurer’s participating life insurance policies in Can- 
ada that was deducted in computing its income for the 
immediately preceding taxation year under subparagraph 
138(3)(a)() of the Act or as a reserve in respect of unpaid 
claims received before the end of that year;” and 
(c) para. (d) shall read as it read for [the insurer’s] last taxation 
year ending before 1988. 
All that portion of s. 2402 preceding para. (a) substituted by P.C. 
1983-3530, s. 7, November 17, 1983, Canada Gazette, Part II, No- 


vember 24, 1983, applicable to taxation years commencing after 
1982. 


2403. Branch tax elections — (1) An election re- 
ferred to in subsection 219(4) of the Act shall be 
made by a non-resident insurer in respect of a taxa- 
tion year by filing, with its return of income required 
by subsection 150(1) of the Act to be filed for the 
year, a letter in duplicate stating 


(a) the insurer elects under subsection 219(4) of 
the Act; and 


(b) the amount the insurer elects to deduct under 
subsection 219(4) of the Act. 


(2) Where a joint election referred to in, subsection 
219(5.2) of the Act is made by a non-resident insurer 
and a qualified related corporation (within the mean- 
ing assigned by subsection 219(8) of the Act) of the 
non-resident insurer in respect of a taxation year of 
the non-resident insurer, it shall be made by filing, 
with the non-resident insurer’s return of income re- 
quired by subsection 150(1) of the Act to be filed for 
the year in which the event to which the election re- 
lates occurred, a letter in duplicate signed by an au- 
thorized officer of the non-resident insurer and an 
authorized officer of the qualified related corporation 
stating 


(a) whether paragraph 219(5.2)(a) or (b) of the 
Act is applicable; and 
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| (b) the amount elected under subsection 219(5.2) 
of the Act. 


History: Subsec. 2403(2) added by P.C. 1981-2121, s. 1, July 29, 
1981, Canada Gazette, Part 11, August 12, 1981, effective Decem- 
ber 12, 1979. 


2404. Currency conversions — For the purposes 
of this Part, where any amount is determined in a 
currency other than Canadian currency, that amount 
shall be converted to Canadian currency using the 
current rate of exchange, as required for the purposes 
of the relevant authority, on the date in respect of 
which the amount is determined. 


2405. Interpretation — 


(1) In this Part, 


(a) “total depreciation” has the meaning assigned 
by paragraph 13(21)(e) [13(21)“total deprecia- 
tion” ] of the Act; 


(b) “accumulated 1968 deficit”, “amount paya- 
ble’, “gross investment revenue”, “life insurance 
policy”, “life insurance policy in Canada”, “max- 
imum tax actuarial reserve”, “non-segregated 
property”, “participating life insurance policy”, 
“policy loan” and “surplus funds derived from 
operations” have the meanings assigned by sub- 
section 138(12) of the Act; and 


(c) “segregated fund” and “segregated fund poli- 
cies” have the meaning assigned by subsection 
138.1(1) of the Act. 


(2) For the purposes of subsection 138(14) of the 
Act, the expressions “Canadian investment fund for 
a taxation year’, “specified Canadian assets” and 
“value for the taxation year” have the meanings pre- 
scribed therefor by subsection 2404(1) as it read in 
its application to the 1977 taxation year. 


(3) In this Part and for the purposes of paragraph 
219(7)(a) [219(7)‘‘attributed surplus for the year’’] of 
the Act, 


“attributed surplus for the year’, for a taxation 
year in respect of a non-resident insurer, means the 
aggregate of 


(a) its property and casualty surplus for the year, 
and 


(b) an amount equal to the percentage (that is the 
life surplus factor for the year) of the amount for 
the year determined under clause (a)(i)(B) of the 
definition “life surplus factor” in this subsection; 
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where 


A is the amount of the insurer’s Canadian re- 
serve liabilities as at the end of the year, 


B. is the amount of the insurer’s total reserve lia- 
bilities as at the end of the year, 


C is the total of 
(i) the aggregate amount of policy loans 
and foreign policy loans of the insurer as at 
the end of the year, and 
(ii) the valuation of all property of the i in- 


surer as at the end of the year each of 
which is 


(A) an investment property, 
(B) money, or 


(C) a balance (other than a property in- 
cluded under (A) or (B)) standing to the 
insurer’s credit as or on account of 

amounts deposited with a corporation 
authorized to accept deposits or to carry 
on the business of offering to the public 
its services as a trustee, 


D is the total of 


(i) the aggregate of all amounts each of 
which is an amount outstanding as at the 
end of the year in respect of a debt (other 
than a debt referred to in paragraph (h) of 
the definition “valuation” in this subsec- 
tion or an amount referred to in subpara- 
graph (ii)) owing by the insurer in respect 
of money borrowed by the insurer (other 
than money used by the insurer for the pur- 
pose of earning income from a source that 
is not an insurance business), and 


“Canadian equity property” means 


(a) a share of the capital stock of, or an income 
bond, income debenture, small business develop- 
ment bond or a small business bond issued by, a 
person (other than a designated corporation) or 
partnership, as the case may be, resident in Can- 
ada, or 


(ii) the aggregate of all amounts each of 
which is the amount of a cheque outstand- 
ing at the end of the year drawn on an ac- 
count of the insurer maintained with a cor- 
poration authorized to accept deposits or to 
carry on the business of offering to the 
public its services as a trustee, and 


E is the aggregate amount of the policy loans of 
the insurer as at the end of the year, and 


(b) a non-resident insurer, means the amount, if 
corporation or the partnership or trust, as the any, by which the aggregate of amounts each 4 
case may be, which is 


is of (i) a maximum tax etsarial reserve of the i in- 
surer for the year, 


(i.1) the maximum amount that the insurer is 
entitled to claim under subparagraph 
-138(3)(a)(ii) of the Act for the year, 


(ii) the maximum amount that the insurer is 
entitled to deduct under paragraph 20(7)(c) of 


(b) that proportion of shares of the capital stock 
of a designated corporation or an interest in a 
partnership or trust that 


(i) the aggregate value for the year of Cana- 
dian equity property owned by the designated 


(ii) the aggregate value for the year of all 
property owned by the designated corporation, 
or partnership or trust, as the case may be, 


“Canadian investment fund’’, as at the end of a 
taxation year, in respect of 


(a) a life insurer resident in Canada, means the 
positive amount determined. by the formula 
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on no other than life insurance business other 
than an accident and sickness. insurance 
business, 


(iii) the amount of policy dividends, to the ex- 
tent that such dividends were not included 
under subparagraph (i) or (ii), that will, ac- 
cording to the annual. report of the insurer 
filed with the relevant authority for the year 
or, where the insurer was throughout the year 
subject to the supervision of the relevant au- 
thority but. was not required to file an annual 
report with the relevant authority for the year, 
according to its financial statements for the 
year, as at the end of the year, become paya- 
ble by the insurer in the immediately follow- 
ing year undef its participating life insurance 
policies, 1033 

(iv) a liability (other than a debt referred to in 
paragraph (h) of the definition “valuation” in 
this subsection) or a reserve (other than the in- 
surer’s investment valuation reserve) as re- 
ported by the insurer in its annual report for 
the year to the relevant authority or, where the 
insurer was throughout the year subject to the 
supervision of the relevant authority but was 
not required to file an annual report with the 
relevant authority for the year, in its financial 
statements for the year, that was incurred or 
provided for in the course of carrying on the 
insurer’s property and casualty insurance bus- 
iness in Canada except to the extent those 
amounts are already included under subpara- 


graph (ii), 


(v) a debt (other than a debt referred to in par- 
agraph (h) of the definition “valuation” in this 
subsection) owing by the insurer at that time 
that was incurred in the course of carrying on 
an insurance business (other than a property 
and casualty insurance business) in Canada, 
except to the extent those amounts are already 
included under subparagraph (i), (i.1) or (iii), 
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exceeds 


(Ill) the aggregate of amounts deter- 
mined in respect of the insurer under 
subparagraphs 219(4)(a)(i1),) (iii), Civ) 
and: (v) of the Act, as at the end of the 
taxation year,.and 


(B) the insurer’s attributed surplus for the 
year, 


exceeds the aggregate of 


(vii) the aggregate valuation of all non-segre- 
gated property referred to in paragraph 
2400(1)(e) at the end of the year in respect of 
all the insurer’s insurance businesses. carried 
on in Canada other than property that is 


(A) money, or 


(B) a balance standing to the insurer’s 
credit as or on account of amounts depos- 
ited with a corporation authorized to ac- 
cept deposits or to carry on the business of 
offering to the public its services as a trus- 
tee, and 


(viii) the aggregate amount of the insurer’s 
deferred acquisition expenses in respect of its 
property and casualty. insurance business in 
Canada reported by the insurer in its annual 
report for the year to the relevant authority or, 
where the insurer was throughout the year 
subject to the supervision of the relevant au- 
thority but was not required to file an annual 
report with the relevant authority for the year, 
in its financial statements for the. year; 


“Canadian investment fund for the year’’, for a 
taxation year in respect of a life insurer resident in 
Canada and a non-resident insurer, means the 
amount determined under section 2412; 


“Canadian investment property” of an insurer for 
a taxation year means an investment property (unless 
the insurer is a non-resident insurer and it is estab- 
lished by the insurer that the investment property is 


ae not effectively connected with its Canadian insur- 


(vi) the amount that is the greater of 


(A) the amount, if any, by which the ag- 
gregate of | ~ 


([) the insurer’s surplus funds derived 
from operations computed as at the end 
of the immediately preceding taxation 
year, and 


(IL) the aggregate of amounts in respect 
of which the insurer has made an elec- 
tion under subsection 219(4) or (5.2) of 
the Act, each of which is an amount in- 
cluded in the aggregate determined in 
respect of the insurer under subpara- 
graph 219(4)(a)(i.1) of the Act at the 
end of the immediately preceding taxa- 
tion year 
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ance businesses) that is 


(a) land or depreciable property situated in Can- 
ada and, for that purpose, depreciable property of 
an insurer leased by a person resident in Canada 
for use inside and outside of Canada shall! be 
deemed to be depreciable property situated in 
Canada, 


(b) a Canadian equity property, 
(c) a Canadian resource property, 
(d) a mortgage, an agreement of sale or any other 


form of indebtedness in respect of property re- 
ferred to in paragraph (a), 


(e) an amount in Canadian currency standing to 
the insurer’s credit as or on account of amounts 
deposited with a corporation resident in Canada 
authorized to accept deposits or to carry on the 
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business of offering to the public its services as a 
trustee, 


(f) a bond, debenture or other form of indebted- 
ness (other than a property described in para- 
graph (d) or (e)) in Canadian currency issued by 


(i) a person resident in Canada, a Canadian 
partnership or a partnership an interest in 
which is an investment property described in 
paragraph (g), 

(ii) the Government of Canada, 


(iii) the government of a province of Canada, 
or 


(iv) any other political subdivision of Canada 
or of any province of Canada, or 


(g) a property (to the extent it is not a property 
described in paragraph (b)) that is 


(i) a share of a designated corporation resident 
in Canada, 


(ii) an interest in a partnership, or 
(iii) an interest in a trust resident in Canada, 


where not less than 75 per cent of the aggregate 
value for the year of all property of the corpora- 
tion, partnership or trust, as the case may be, is in 
respect of property each of which is property de- 
scribed in paragraphs (a) to (f); 


“Canadian reserve liabilities” of an insurer, as at 
the end of a taxation year, means the aggregate 
amount of the insurer’s liabilities and reserves (other 
than liabilities and reserves in respect of amounts 
payable out of segregated funds) in respect of its in- 
surance policies in Canada, as determined. for the 
purposes of the relevant authority at the end of the 
year or as would be determined at that time if the 
relevant authority required such a determination; 


“designated corporation’, in respect of an insurer, 
at any time in a taxation year, means a corporation in 
respect of which the insurer or the insurer and _ per- 
sons or partnerships that do not deal at arm’s length 
with the insurer held, at any time in the year, shares 
that represented 30 per cent or more of the common 
shares of the corporation outstanding at that time; 


“equity limit for the year’’, 
means 


for a taxation year, 


(a) in respect of a life insurer resident in Canada, 
the greater of 


(i) that proportion of the aggregate value for 
the year of all the insurer’s equity property 
that 


(A) the amount, if any, by which the in- 
surer’s mean Canadian reserve liabilities 
exceed the aggregate of the insurer’s mean 
policy loans for the year and '/ of the ag- 
gregate of outstanding premiums of the in- 
surer in respect of its insurance businesses 
in Canada as determined for the purposes 
of the relevant authority at the end of the 


Income Tax Regulations 


year and the immediately preceding taxa- 
* tion year, 
is of 

(B) the amount, if any, by which the in- 
surer’s mean total reserve liabilities exceed 
the aggregate of the insurer’s mean policy 
loans and foreign policy loans for the year 
and '/> of the aggregate of outstanding pre- 
miums of the insurer in respect of its insur- 
ance businesses as determined for the pur- 
poses of the relevant authority at the end of 
the year and the immediately preceding 
taxation year, and : 


(ii) 8 per cent of the insurer’s Canadian in- 
vestment fund for the year, 


(b) in respect of a non-resident insurer (other than 
a life insurer), '/4 of the aggregate of 


(i) the amount, if any, by which the insurer’s 
mean Canadian reserve liabilities exceed '/2 of 
the aggregate of the amounts of the insurer’s 
deferred acquisition expenses and premiums 
receivable at the end of the year and the im- 
mediately preceding year to the extent that 
those amounts were included in the insurer’s 
Canadian reserve liabilities for those years in 
respect of the insurer’s business in Canada as 
determined for the purposes of the relevant 
authority, and 


(ii) the insurer’s property: and seabacnes surplus 
for the year, and / 


(c) in respect of a non-resident life insurer, the 
aggregate of 


(i) the insurer’s life equity limit for the year, 
and 


(ii) '/4 of the aggregate of 


(A) the amount, if any, by which the in- 
surer’s mean. Canadian reserve liabilities 
for the year exceed '/2 of the aggregate of 
the amounts of the insurer’s deferred ac- 
quisition expenses and premiums receiva- 
ble at the end of the year and the immedi- 
ately preceding year in respect of the 
insurer’s business in Canada as determined 
for the purposes of the relevant authority 
to the extent that those amounts were in- 
cluded in the insurer’s Canadian reserve li- 
abilities for those years (determined on the 
assumption that the only insurance busi- 
ness carried on in Canada by the insurer 
was a property and casualty insurance bus- 
iness), and 


(B) the insurer’s property and casualty sur- 
plus for the year; 
“equity property” means 


(a) a share of the capital stock of, or an income 
bond, income debenture, small business develop- 
ment bond or small business’ bond issued by, a 
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person (other than a designated corporation) or 
partnership, as the case may be, or 


(b) that proportion of shares of the capital stock 


of a designated corporation or an interest in a 
partnership or trust that 


(i) the aggregate value for the year of equity 
property owned by the designated corporation 
or the partnership or trust, as the case may be, 


is of 


(ii) the aggregate value for the year of all 


property owned by the designated corporation | 


or the partnership or trust, as the case may be; 


“foreign policy loan’ means an amount advanced at 
a particular time by’ an insurer to a policyholder in 
accordance with the terms and conditions of a life 
insurance policy, other than a life insurance policy in 
Canada; | 


“sross Canadian life investment income” of a life 
insurer for a taxation year means the amount, if any, 
by which the aggregate of 


(a) the insurer’s gross investment revenue for the 
year to the extent that that revenue is from non- 
segregated property of the insurer used by it in 
the year in, or held by it in the year in the course 

of, carrying on its life insurance business in 
Canada, 


(b) the amount included in computing the in- 
surer’s income for the year under paragraph 
-138(9)(b) of the’ Act, 


(c) the amounts included in computing the in- 
surer’s income for the year under paragraphs 
138(4)(b) and (c) of the Act, 


(d) that portion of the amount included in com- 
puting the insurer’s income for the year under 
paragraph 12(1)(d) of the Act in respect of 
amounts deducted in computing the imsurer’s in- 
come under paragraph 20(1)(1) of the Act in the 
immediately preceding taxation year in respect of 
a Canada security (within the meaning assigned 
by paragraph 138(12)(c) [138(12)“Canada secur- 
ity”] of the Act) owned by the insurer, 


(e) the amount. included in computing the in- 
surer’s gains for the year from the disposition of 
property (other than a Canada security or capital 
property), 


(f) the amount included in computing the in- 
surer’s taxable capital gains for the year from the 
disposition of property, and 


(g) the amount deducted in computing the in- 
surer’s income for the immediately preceding 
taxation year under paragraph 138(3)(c) of the 
Act (as it read in its application to taxation years 
commencing before June 17, 1987 or ending 
before 1988), 


exceeds the aggregate of 


(h) the amounts deducted in computing the in- 
surer’s income for the year under paragraphs 
138(3)(b) and (d) of the Act, 


(i) the amount deducted in computing the in- 
surer’s income for the year under paragraph 
20(1)(1) of the Act in respect of a Canada security 
(within the meaning assigned by paragraph 
138(12)(c) [138(12)“Canada security”] of the 
Act) owned by the insurer, 


(j) the amount included in computing the in- 
surer’s losses for the year from the disposition of 

_ property (other than a Canada security or capital 
property), and 


(k) the amount included in computing the in- 
-surer’s allowable capital losses for the year from 
the disposition of property; 


m the disposition 
yerty of the insurer 
' insurer’s life insur- 
ther than a capital property or a 
pect of which section 142.4 of 


pplies, and 

_(f) the total of all amounts each of which is the 
_ imsurer’s taxable capital gain for the year from 
the disposition of a Canadian business property 
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d. This paragraph deducts in determin- 
Canadian lile investment income the 
€ 
Fi 


eCurily) In Ce 
ent 1s conseq 
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‘insurance policy in Canada’, in respect of an in- 
surer, means, in the case of 


(a) a life insurance policy, a life insurance policy 
in Canada, 

(b) a fire insurance policy, a policy issued or ef- 
fected upon property situated in Canada, and 

(c) any other class of insurance policy, a policy 
where the risks covered by the policy were ordi- 
narily within Carfada at the time the policy was 
issued or effected; 


“investment property” of an insurer for a taxation 
year means non-segregated property that is 


(a) property acquired by the insurer for the pur- 
pose of earning gross investment revenue, other 
than property that is 


(i) property, a portion of which is investment 
property pursuant to paragraph (b) or (c), 
(ii) a share of a designated corporation, 


(iii) a debt owing to the insurer by a desig- 
nated corporation, 


(iv) an interest in a partnership, or 
(v) an interest in a trust, 
(b) the portion, if any, of property of the insurer 
(other than property a portion of which is invest- 
ment property pursuant to paragraph (c)) that is 
(i) land, 
(ii) depreciable property, or 
(iii) property that would have been deprecia- 
ble property if it had been situated in Canada 
and used in the year in, or held in the year in 
the course of, carrying on an insurance busi- 
ness in Canada, 
that 
(iv) the use made of the property in the year 
for the purpose of earning gross investment 
revenue therefrom 
is of 
(v) the whole use made of the property in the 
year, 
(c) the portion, if any, of property of the insurer 
that is not used in the year for the purpose of 
earning gross investment revenue that is 
(i) land, 
(ii) depreciable property, or 
(iii) property that would be depreciable prop- 


erty if it had been situated in Canada and used 
in the year in, or held in the year in the course 
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of, carrying on an insurance business in 
Canada, 


to the extent that the property is held for resale or 
development or is expected to be used in a subse- 
quent taxation year for the purpose of earning 
gross investment revenue, or 


(d) property of the insurer that is 


(i) a share of, or a debt owing to the insurer by 
a designated corporation other than a corpora- 
tion that carries on a business of insurance, 
banking or offering its services to the public 
as a trustee or whose principal business is the 
making of loans, 


(ii) an interest in a partnership, or 
(iii) an interest in a trust, 

if 
(iv) the aggregate value for the year of all in- 
vestment property of the corporation, partner- 
ship or trust, as the case may be, is not less 


than 75 per cent of the aggregate value for the 
year of all its property, and 


(v) the gross investment revenue for the year 
from the investment property referred to in 
subparagraph (iv) (other than gross invest- 
ment revenue from persons with whom the 
corporation, partnership or trust, as the case 
may be, did not deal at arm’s length) is not 
less than 90 per cent of the gross revenue for 
the year of the corporation, partnership or 
trust, as the case may be, 


assuming for the purposes of subparagraphs (iv) 
and (v) that the definition “gross investment reve- 
nue” in paragraph 138(12)(e) [138(12)“‘gross in- 
vestment revenue”] of the Act and this definition 
apply to a corporation, partnership or trust, re- 
ferred to in those subparagraphs, as though the 
corporation, partnership or trust, as the case may 
be, were an insurer; 


“life equity limit” of a non-resident life insurer for a 
taxation year means 


(a) where the insurer makes an election in respect 
of its life surplus factor for the year in the manner 
described in subsection 2401(1), the amount that 
would have been the insurer’s equity limit for the 
year if the insurer had been a life insurer resident 
in Canada registered under the Canadian and 
British Insurance Companies Act to carry on an 
insurance business in Canada and it had carried 
on no other than life insurance business other 
than an accident and sickness insurance business, 


(b) where the insurer does not make an election 
referred to in paragraph (a) in respect of the year, 
but 


(i) has made such an election in respect of one 
of the four immediately preceding taxation 
years, and 
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(ii) the insurer’s life surplus factor for the year 
is not determined pursuant to paragraph (c) of 
the definition “life surplus factor” in this 
subsection, 


the amount that would have been the insurer’s eq- 
uity limit for the year if the insurer had been a 
life insurer resident in Canada registered under 
the Canadian and British Insurance Companies 
Act to carry on an insurance business in Canada 
and it had carried on no other than life insurance 
business other than an accident and sickness in- 
surance business, using the amount, in respect of 
the most recent taxation year for which such an 
election was made, determined under subpara- 
graph (a)(i) of the definition, in this subsection, 
“equity limit for the year”, 

(c) in any other case, 8 per cent of the amount of 
the insurer’s Canadian investment fund for the 
year; 


“life surplus factor” of a non-resident life insurer 
for a taxation year means 


(a) subject to subsection 2401(2), where the in- 
surer elects in respect of the year in the manner 
described in subsection 2401(1), the proportion 
(expressed as a percentage) that 

(i) the amount, if any, by which 


(A) the amount that would have been the 
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posited with a corporation authorized to 
accept deposits or to carry on the busi- 
ness of offering to the public its ser- 
vices as a trustee 


is of 
(ii) the amount determined under clause 
(i)(B), 

(b) where the insurer does not make an election 


referred to in paragraph (a) in respect of the year, 
but 


(i) has made such an election in respect of one 
of the four immediately preceding taxation 
years, and 


(ii) has not, since making the most recent 
election referred to in subparagraph (i), se- 
lected pursuant to this paragraph the percent- 
age referred to in paragraph (c) as its life sur- 
plus factor for a year prior to the taxation 
year, ; 
the percentage, as shall be selected by the insurer, 
that is the percentage 
(iii) determined under paragraph (a) in respect 
of the most recent taxation year for which the . 
insurer made an election, or 


(iv) referred to in paragraph (c), and 
(c) in any other case, 10 per cent; 


“mean amount on deposit” with an insurer for a 
taxation year in respect of life insurance policies 
means |/2 of the aggregate of 


insurer’s Canadian investment fund for the 
year if the insurer had been a life insurer 


resident in Canada registered under the 
Canadian and British Insurance Compa- 
nies Act to carry on an insurance business 
in Canada and it had carried on:no other 
than life insurance business other than an 
accident and sickness insurance business 


exceeds 


(B) the amount, if any, by which '/2 of the 
aggregate of 


(I) the aggregate of the amounts de- 
scribed in subparagraphs (b)(@), @.1), 
(ii), (iii) and (v) of the definition “Ca- 
nadian investment fund” in this subsec- 
tion in respect of a non-resident insurer, 


(a) all amounts on deposit with the insurer as at 
the end of the year in respect of those policies, 
and 


(b) all amounts on deposit with the insurer as at 
the end of the immediately preceding taxation 
year in respect of those policies; 


“mean Canadian reserve liabilities” of an insurer 
for a taxation year means '/ of the aggregate of 


(a) the insurer’s Canadian reserve liabilities as at 
the end of the year, and 


(b) the insurer’s Canadian reserve liabilities as at 
the end of the immediately preceding taxation 


ear; 
as at the end of the year, and ‘can 


“mean maximum tax actuarial reserve”, in respect 
of a particular class of life insurance policies of an 
insurer for a taxation year, means '/2 of the aggregate 
of 


(a) the insurer’s maximum tax actuarial reserve 
for that class of policies for the year, and 


(b) the insurer’s maximum tax actuarial reserve 
for that class of policies for the immediately pre- 
ceding taxation year; 


(II) the aggregate of those amounts as 
at the end of the immediately preceding 
taxation year, 


exceeds the aggregate value for the year of 
all the insurer’s non-segregated property 
referred to in paragraph 2400(1)(e) in re- 
spect of all the insurer’s insurance busi- 
nesses (other than its property and casualty 
insurance business) carried on in Canada, 


other than property that is “mean policy loans”, of an insurer for a taxation 


year, means 1/2 of the aggregate of 


(a) the insurer’s policy loans as at the end of the 
year, and 


(IIT) money, or 


(IV) a balance standing to the insurer’s 
credit as or on account of amounts de- 
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(b) the insurer’s policy loans as. at the end of the 
immediately preceding taxation year; 


“mean policy loans and foreign policy loans”, of 
an insurer for a taxation year, means '/2 of the aggre- 
gate of 


(a) the insurer’s policy loans and foreign policy 
loans as at the end of the year, and 


(b) the insurer’s policy loans and foreign policy 


loans as at the end of the immediately preceding 
taxation year, 


“mean total reserve liabilities” of an insurer for a 
taxation year means '/ of the aggregate of 


, (a) the insurer’s total reserve liabilities as at the 
end of the year, and 


(b) the insurer’s total reserve liabilities as at the 
end of the immediately preceding taxation year; 


“property and casualty surplus” of an insurer for a 
taxation year means the aggregate of 


(a) 15 per cent of '/2 of the aggregate of 


(i) the insurer’s unearned premium reserve as 
at the end of the year, and 


(ii) the insurer’s unearned premium reserve as 
at the end of the immediately preceding taxa- 
tion year, : 
as reported to the relevant authority in respect of 
its property and casualty insurance business, 


(b) 15 per cent of '/ of the aggregate of 


(i) the insurer’s provision for unpaid claims 
and adjustment expenses as at the end of the 
year, and | 


(ii) the insurer’s provision for unpaid claims 
and adjustment expenses as at the end of the 
immediately preceding taxation year, 


as reported to the relevant authority in respect of 
its property and casualty insurance business, and 


(c) 2 of the aggregate of 


(i) the insurer’s investment valuation reserve 
as at the end of the year, and 


(ii) the insurer’s investment valuation reserve 
as at the end of the immediately preceding 
taxation: year, 


as reported to the relevant authority in respect of 
its property and casualty insurance business; 


“property of the insurer in the course of develop- 
ment’? — [Revoked] 


“relevant authority” means 


(a) the Superintendent of Financial Institutions, if 
the insurer is required by law to report to the Su- 
perintendent of Financial Institutions, or 


(b) in any other case, the Superintendent of Insur- 
ance or other similar officer or authority of the 
province under whose laws the insurer is 
incorporated; 
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“total reserve liabilities” of an insurer, as at the end 
of a taxation year, means the aggregate amount of 
the insurer’s liabilities and reserves (other than lia- 
bilities and reserves in respect of amounts payable 
out of segregated funds) in respect of all its insur- 
ance policies, as determined for the purposes of the 
relevant authority at the end of the year; 


‘valuation’, in respect of a property of an insurer, 
designated corporation, partnership or trust (in this 
definition referred to as an “owner”) at a particular 
time, means, in the case of 


(a) land, the cost thereof to the owner, 


(b) depreciable property of a prescribed class 
(other than a property referred to in paragraph 
(f)), the proportion of the owner’s undepreciated 
capital cost at that time of property of the class 
that 


(i) the owner’s capital cost of the property 
is of 


(ii) the owner’s capital cost of all property of 
the class, 


(c) property that would have been depreciable 
property of a prescribed class if it had been situ- 
ated in Canada and used in the year in, or held in 
the year in the course of, carrying on an insurance 
business in Canada, the amount, if any, by which 


(i) the owner’s capital cost of the property 
exceeds | 


(ii) the amount that would have been the total 
depreciation allowed to the owner before the 
particular time in respect of the property if it 
had been the owner’s only depreciable prop- 
erty of the class and the owner had claimed 
the maximum amount allowable under para- 
graph 20(1)(a) of the Act in respect of prop- 
erty of that class for each year in which the 
owner owned the property, 


(d) a share of a corporation (other than a desig- 
nated corporation), the cost thereof to the owner, 


(e) a bond, debenture, mortgage, hypothec or 
agreement of sale (other than a property referred 
to in paragraph (f)), the book value thereof in the 
accounts of the owner as determined for the pur- 
poses of the relevant authority or that would have 
been so determined if the owner had been a life 
insurer resident in Canada and registered under 
the Canadian and British Insurance Companies 
Act to carry on an insurance business in Canada, 


(e.1) a balance standing to the owner’s credit as 
or on account of amounts deposited with a corpo- 
ration authorized to accept deposits or to carry on 
the business of offering to the public its services 
as a trustee, the amount thereof, 


(f) a property acquired and disposed of in a taxa- 
tion year, the cost thereof to the owner, and 


(g) a property (other than a property referred to in 
any of paragraphs (a) to (f)), the maximum value 
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of the property as determined for the purposes of 
the relevant authority or that would have been so 
determined if the owner had been a life insurer 

- resident in Canada and registered under the Ca- 
nadian and British Insurance Companies Act to 
carry on an insurance business in Canada, 


minus 


(h) in respect of a particular property referred to 
in any of paragraphs (a) to (g), the amount of any 
debt that was incurred or assumed by the owner 
to acquire that particular property and that was 
owing by the owner at that time; 


“value for the year’, in aR of a Aa oat of an 
insurer, designated corporation, partnership or trust 
(in this. definition.referred to as an “owner’) for a 
taxation year, means, in the case of 


(a) a property that is a mortgage, a hypothec, an 
agreement of sale or an investment property that 
is a balance standing to the insurer’s credit as or 
on account of amounts deposited with a corpora- 
tion authorized to accept deposits or to carry on 
the business of offering to the public its services 
as a trustee, the amount, if any, by which 


(i) the amount obtained when the gross invest- 
ment revenue for the year from the property is 
divided by the average rate of interest earned 
by the owner (expressed as an annual rate) on 
the amortized cost of the property during the 
year if that rate of interest were expressed as a 
fraction 


exceeds 


(ii) the amount obtained when the interest 
paid or payable for the year on a debt incurred 
for the purposes of acquiring the property is 
divided by the average rate of interest paid or 
payable by the owner (expressed as an annual 
rate) on the debt for the year if that rate of in- 
terest were expressed as_a fraction, 


(b).a property (other than a property referred to in 
paragraph (a)) that was not owned by the owner 
throughout the year, the proportion of 


(i) the valuation of the property as at the end 
of the immediately preceding taxation year, 
where the property was owned by the owner 
at that time, and 


(ii) the valuation of the property, where it was 
acquired by the owner during the year, 


that 
(iii) the number of days that the property, may 


reasonably be considered to have been owned 


by the owner during the taxation year 
is of | 


(iv) the number of days in the taxation year, 
and 
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(c) a property (other than a property referred to in 
paragraph (a) or (b)), “2 of the aggregate of 


(i) the valuation of the BEOBSEtY as at the end 
of the year, and 


(ii) the valuation of the property as “i the end 
of the immediately preceding taxation year. 


Related Provisions: Reg. 2405(5) — Mark-to-market rule to be 
ignored. 


History: Para. (d) of the sided PGiaditan investment property” 
in subsec. 2405(3) amended by P.C. 1994-1817, para. 62(e), No- 
vember 1, 1994, Canada Gazette, Part 11, November 30, 1994. 


Para. (g) of “gross Canadian life investment income” amended by 
P.C. 1992-2335, Sch, Il, s. 5, November 19, 1992, Canada Gazette, 
Part II, December 16, 1992, applicable to taxation years beginning 
after June 17, 1987 and ending after 1987. 


“Canadian equity property”, “Canadian investment fund”, “Cana- 
dian investment fund for the year”, “Canadian ;reserve liabilities”, 
“designated corporation”, “equity limit for the year”, “equity prop- 
erty”, “gross Canadian life investment income”, “investment prop- 
erty”, “life equity limit”, “life: surplus factor’, “relevant authority”, 

“valuation”, “value for the year’ amended; “Canadian investment 
property”, “foreign policy loan”, “mean policy loans”, “mean policy 
loans and foreign policy loans” added; and “property of the insurer 
in the course of development” revoked, by, P.C. 1990-2002, s. 8, 
September 20, 1990, Canada Gazette, Part II, October 10, 1990, ap- 
plicable in respect of taxation years beginning after June 17, 1987 
and ending after 1987, except that 
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(a) the amendments to “Canadian reserve liabilities” and to sub- 
paras. (b)(iii), (iv) and (viii) of “Canadian investment fund” are 
applicable in respect of 1987 et seq. 


“Canadian investment. fund” in respect of a life insurer resident in 
Canada and “Canadian investment fund” in respect of a non-resi- 
dent insurer substituted’ by P.C.. 1981-2121, s. 2, July 29, 1981, 
Canada Gazette, Part Il, August 12, 1981, effective December 12, 
Le: 

That portion of “life equity limit” preceding para. (c) and following 
subpara. (b)(ii) substituted by P.C. 1980-2081, s. 6, July 31, 1980, 
Canada Gazette, Part II, August 13, 1980, effective in respect of 
1978 et seq. [ 
“Equity limit for the year”, subpara. (a)(1i) corrected by Canada 
Gazette, Part Il, July 23, 1980, errata. 


“Equity limit for the year” substituted, “mean total reserve liabili- 


ties” added by P.C. 1980-1484, s. 4, June 5, 1980, Canada acete, 
Part II, June 25, 1980, effective for 1978 et seq:- 


“Gross ‘Canadian life investment income”, preceding para. (a) and 
“investment property”, para. (d) and “valuation” corrected by Can- 
ada Gazette, Part 11, October 24, 1979, errata. 


(4) For the purposes of the definition in subsection 
(3), “Canadian investment fund” in respect of a life 
insurer resident in Canada, notwithstanding the defi- 
nitions “Canadian reserve. liabilities’ and “total re- 
serve liabilities’ in that subsection, the insurer shall 


determine its liabilities and reserves in respect of its 
insurance policies outside Canada in a manner con- 
sistent with that used in determining its liabilities 
and reserves in respect of its insurance policies in 
Canada. 
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‘2406. Notwithstanding any other provision in this 
Part, an insurance property or an’ investment prop- 
erty, in respect of an insurer, does not include a pol- 
icy:loan payable to the insurer... 


2407. 1977. excess policy dividend deduc- 
tion — For the purposes of paragraph 138(3.1)(b) of 
the Act, a life insurer’s 1977 excess policy dividend 
is hereby prescribed to be the amount that is the 
lesser of | 


ralt regulations: (insurance 
s. 2404 toread as above. repeal s, 2405_ 
) and amend and renumpber s. 2406 as s._ 


(a) the amount, if any, by which 


on 2404 provides that where an (i) the amount’ determined under clause 
foreign currency, the amount must be con- 138(3)(a)(iii(A) of the Act for the insurer’s 
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1977 taxation year (determined without refer- 
ence to paragraph 138(3.1)(b) of the Act), 


exceeds 


(ii) the amount determined under clause 
138(3)(a)(iti)(B) of the Act for the insurer’s 
1977 taxation year; and 


(b) the amount, if any, by which 


(i) the insurer’s maximum tax actuarial re- 
serve for its participating life insurance poli- 
cies in Canada for its 1977 taxation year, 


exceeds the aggregate of 


(ii) the amount that would have been the in- 
surer’s maximum tax actuarial reserve for its 
participating life insurance policies in Canada 
for its 1977 taxation year if that reserve had 
been determined on the basis of the rules ap- 
plicable to its 1978 taxation year, 


(iii) the aggregate of all amounts payable to 
the insurer in respect of policy loans outstand- 
ing at the end of its 1977 taxation year in re- 
spect of participating life insurance policies in 
Canada, and 


(iv) the amount, if any, by which 


(A) the insurer’s maximum tax actuarial 
reserve for its participating life insurance 
policies in Canada for its 1968 taxation 
year, 


exceeds the aggregate of 


(B) the amount that would have been the 
insurer's maximum tax actuarial reserve 
for its participating life insurance policies 
in Canada for its 1968 taxation year if that 
reserve had been determined on the basis 
of the rules applicable to its 1978 taxation 
year, and 


(C) the aggregate of all amounts payable to 
the insurer in respect of policy loans out- 
standing at the end of its 1968 taxation 
year in respect of participating life insur- 
ance policies in Canada. 


2408. 1977 carryforward deduction — For the 
purposes of subparagraph 138(4.2)(a)(iv) of the Act, 
a life insurer’s 1977 carryforward deduction is 
hereby prescribed to be the amount, if any, by which 


(a) the aggregate of 


(i) the aggregate of amounts, each of which is 
an amount determined under paragraph 
13(23)(b) of the Act in respect of property of 
a prescribed class of the insurer, 


(11) the aggregate of amounts each of which is 
a non-capital loss of the insurer for a taxation 
year ending after 1972 and before 1978 that 
would have been deductible by the insurer in 
computing its taxable income for a taxation 
year ending after 1977 if the Act were read 


without reference to subsection 111(7.2) 
thereof, 


(iii) the amount prescribed by section 2407 to 
be the insurer’s 1977 excess policy dividend 
deduction, 


(iv) the amount determined under subpara- 
graph 138(4.2)(b)(ii) of the Act in respect of 
the insurer, 


(v) the amount determined under subpara- 
graph 138(4.2)(c)(1i) of the Act in respect of 
the insurer, 


(vi) the amount, if any, by which 
(A) the aggregate of the insurer’s maxi- 


mum tax actuarial reserves for its .1977 
taxation year, 


exceeds 


(B) the aggregate of the amounts deducted 
by the insurer for its 1977 taxation year 
under subparagraph 138(3)(a)(i) of the 
Act, and 


(vii) the amount, if any, by which ; 


(A) the maximum amount deductible by 

the insurer for its 1977 taxation year under 

subparagraph 138(3)(a)(ii) of the Act, 
exceeds 


(B) the amount deducted by the insurer for 
its 1977 taxation year under subparagraph 
138(3)(a)(ii) of the Act, 


exceeds 
(b) the amount, if any, by which the aggregate of 
(i) the lesser of 


(A) the insurer’s accumulated 1968 deficit, 
and 


(B) the amount, if any, determined under 
subparagraph (vi), 
(ii) the aggregate of the insurer’s maximum 
tax actuarial reserves for its 1977 taxation 
year, other than reserves or any portions 
thereof in respect of segregated fund Poles, 
and 


(iil) the maximum amount deductible by the 
insurer for its 1977 taxation year under sub- 
paragraph 138(3)(a)(ii) of the Act, 


exceeds the aggregate of 


(iv) the aggregate of the amounts that would 
have been the insurer’s maximum tax actua- 
rial reserves for its 1977 taxation year if those 
reserves had been determined on the basis of 
the rules applicable to its 1978 taxation year, 


(v) the aggregate of all amounts payable to the 
insurer in respect of policy loans outstanding 
at the end of its 1977 taxation year, and 

(vi) the amount, if any, by which 


(A) the aggregate of the insurer’s maxi- 
mum. tax actuarial reserves for its 1968 
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taxation year, other than reserves or any 
portions thereof in respect of segregated 
fund policies, 


exceeds the aggregate of 


(B) the aggregate of the amounts that 
would have been the insurer’s maximum 
tax actuarial reserves for its 1968 taxation 
year if those reserves had been determined 
on the basis of the rules applicable to its 
1978 taxation year, and 


(C) the aggregate of all amounts payable to 
the insurer in respect of policy loans out- 
standing at the end of its 1968 taxation 
year. 
History: All that portion of s. 2408 preceding para. (a) substituted 
by P.C. 1980-540, Februaty 20, 1980, Canada Gazette, Part II, 
March 12, 1980, effective in respect of 1978 et seq. 


2409. Transitional — (1) For the purposes of this 
Part, except as expressly otherwise provided therein, 
where the expression “immediately preceding taxa- 
tion year” refers to an insurer’s 1977 taxation year, 
this Part shall be read as though the definitions 
therein applied to the insurer’s 1977 taxation year. 


(2) For the purposes of applying the provisions of 
paragraph 2400(1)(c) in respect of the 1978 taxation 
year of an insurer that was subject to the provisions 
of subsection 138(9) of the Act in respect of its 1977 
taxation year, the following rules apply: 


(a) this Part shall be read as though the defini- 
tions therein applied to the insurer’s 1977 taxa- 
tion year; 

(b) such portion of the insurer’s Canadian equity 
property owned by it at the end of its 1977 taxa- 
tion year as is designated by the insurer in respect 
of a particular insurance business, in its return of 
income required by subsection 150(1) of the Act 
to be filed for the 1978 taxation year, shall be 
deemed to be investment property of the prior 
year in respect of the particular insurance busi- 
ness, but the aggregate valuation as at the end of 
the insurer’s 1977 taxation year of the Canadian 
equity property so designated in respect of all its 
insurance businesses carried on in Canada shall 
not exceed 


(i) in the case of a life insurer resident in Can- 
ada, or a non-resident life insurer that has 
made the election referred to in subsection 
2401(1) in respect of its 1978 taxation year, 
that proportion of 


(A) the insurer’s Canadian investment 
fund as at the end of its 1977 taxation year 
(determined on the basis of the rules appli- 
cable to its 1978 taxation year), 


that 


(B) the aggregate valuation of the insurer’ s 
equity property as at the end of the in- 
surer’s 1977 taxation year 
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is of 
(C) the aggregate valuation of the insurer's 


investment property as at the end of the in- 
surer’s 1977 taxation year, 


(ii) in the case of a non-resident life insurer, 
other than an insurer referred to in subpara- 
graph (i), eight per cent of its Canadian in- 
vestment fund as at the end of its 1977 taxa- 
tion year (determined on the basis of the rules 
applicable to its 1978 taxation year), and 


(iii) in any other case, 25 per cent of the in- 
surer’s Canadian investment fund as at the 
end of its 1977 taxation year (determined on 
the basis of the rules applicable to its 1978 
taxation year); 


(c) where the insurer made an election under sub- 
section 138(9) of the Act in respect of its 1977 
taxation year, investment property (other than a 
Canadian equity property) owned by the insurer 
at the end of its 1977 taxation year that was des- 
ignated in respect of a particular insurance busi- 
ness by the insurer in its return of income for the 
1977 taxation year pursuant to paragraph 
138(12)(1) of the Act as it read in its application 
to that year shall be deemed to be insurance prop- 
erty of the particular insurance business in the 
1977 taxation year; 


(d) where the insurer did not make the election 
referred to in paragraph (c) and carried on only 
one insurance business in Canada in its 1977 tax- 
ation year, investment property (other than a Ca- 
nadian equity property) owned by the insurer at 
the end of its 1977 taxation year that is a speci- 
fied Canadian asset of the insurer within the 
meaning of subsection 2405(1) as it read in its 
application to the 1977 taxation year shall be 
deemed to be insurance property of that insurance 
business in the 1977 taxation year, and 


(ec) where the insurer did not make the election 
referred to in paragraph (c) and carried on an 
other than life insurance business in Canada and a 
life insurance business in Canada in its 1977 tax- 
ation year, investment property (other than a Ca- 
nadian equity property) owned by the insurer at 
the end of its 1977 taxation year each of which is 
a specified Canadian asset of the insurer, within 
the meaning of subsection 2405(1) as it read in its 
application to the 1977 taxation year, in respect 
of which the aggregate value for the year in re- 
spect of the insurer’s 1978 taxation year is equal 
to the amount, if any, by which 


(i) the insurer’s mean Canadian reserve liabili- 
ties for its 1978 taxation year in respect of its 
other than life insurance business 

exceeds 


(ii) the aggregate value for the year in respect 
of the insurer’s 1978 taxation year of its insur- 
ance property of its other than life insurance 
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business as determined for the purposes of 
clause 2400(1)(c)(i)(C), 


shall be deemed to. be insurance property of the 
other than life insurance business in the 1977 tax- 
ation year and any other such investment prop- 
erty that is a specified Canadian asset of the in- 
surer shall be deemed to be insurance property of 
the life insurance business in the 1977 taxation 
year. . 


History: Paras. 2409(2)(c) substituted, (d), (e) added, by P.C. 
1980-1484, s. 5, June 5, 1980, Canada Gazette, Part II, June 25, 
1980, effective for 1978. 


(3) For the purposes of applying the provisions of 
section 2402 in respect of the 1978 taxation year of a 
life insurer, the following rules apply: 


(a) for the purposes of subparagraphs 2402(a)(i) 
and (b)(ii), the insurer’s maximum tax actuarial 
reserve for its 1977 taxation year in respect of | 
participating life insurance policies in Canada 
shall be deemed to be the amount referred to in 
subparagraph 2407(b)(1); 


(b) for the purposes of clause 2402(a)(ii)(A), the 
insurer’s maximum tax actuarial reserve for its 
1977 taxation year in respect of a class of life in- 
surance policies in Canada shall be deemed to 
have been determined on the basis of the rules 
applicable to its 1978 taxation year; and 


(c) for the purposes of subparagraph 2402(b)(i), 
the amount deducted by the insurer under subpar- 
agraph 138(3)(a)(iv) of the Act in computing its 
income for the 1977 taxation year ‘shall be 
deemed to be the amount that is the aggregate de- 
termined under paragraph 138(4.2)(b) of the Act 
in respect of the insurer. 


(4) Except as expressly otherwise provided. in this 
Part, where the expression “immediately preceding 
taxation year’ occurs in a provision of this Part 
(other than section 2402) and refers to the insurer’s 
1987 taxation year, the provision shall be read as 
though the definitions in this Part applied to the in- 
surer’s 1987 taxation year. | 


History: Subsec. 2409(4) added by P.C. 1990-2002, s. 9, Septem- 
ber 20, 1990, Canada Gazette, Part I, October 10, 1990, applicable 
in respect of taxation years beginning after June 17, 1987 and end- 
ing after 1987. 


2410. Prescribed amount — (1) The amount pre- 
scribed for the purposes of subsection 138(4.4) of 
the Act shall be computed for a taxation year as the 
aggregate of all amounts each of which 1s the speci- 
fied percentage for the year of the amount deter- 
mined, in respect of a property for a period in the 
year referred to in that subsection by the formula 


[ia xB) x 5 arn ea 


where 
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A is the average annual rate of interest determined 
by reference to rates of interest prescribed in sec- 
tion 4301 for the months or portion thereof in the 
period; 


is the amount, if any, by which, the average cost 
or average capital cost, as the case may be, of the 
property. for the period exceeds the average 
amount of debt relating to the acquisition of the 
property outstanding during the period that bears 
a fair market interest rate and, for this purpose, 


(a) the average cost or average capital cost, as 
the case may be, of a property is the total of 


(i) the aggregate of all amounts each of 
which is the cost or capital cost, as the case 
may be, if any, immediately before the be- 
ginning of the period in respect of the 
property, and 


(ii) the aggregate of all amounts each of 
which is the proportion of any expenditure 
incurred on any day in the period in re- 
spect of the cost or capital cost, as the case 
may be, of the property that _ pi 


(A) the number of days from that day t 
the end of the period : 


is of | , 
(B) the number of days in the period, 
and - m9 

(b) the average amount of debt relating to the 
acquisition ofa property is the amount, if any, 
by which the total of 

(i) the aggregate of all amounts each of 

which is an indebtedness relating to the ac- 


quisition that was outstanding at the begin- 
ning of the period, and : 
(ii) the aggregate of all amounts each of 
which is the proportion of an indebtedness 
relating to the acquisition that was incurred 
on any day in the period that 
(A) the number of days from that day to 
the end of the period 
is of 
(B) the number of days in the period, 
exceeds 
(iii) the aggregate of all amounts each of 
which is the proportion of an amount that 
was paid in respect of any indebtedness re- 
ferred to in subparagraph (i) or (ii) on any 
day in the period (other than a payment of 
interest in respect thereof) that 
(A) the number of days from that day to 
the end of the period 
is of 
(B) the number of days in the period; 
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C is the amount, if any, by which the Canadian re- 
serve liabilities of the life insurer at the end of a 
taxation year that includes the period exceed the 
aggregate of the policy loans and the outstanding 
premiums under insurance policies in Canada of 
the insurer at the end of the year, as determined 
for the purposes of the relevant authority; 

D is 

(a) where the insurer is a life insurer that does 
not carry on an insurance business outside 
Canada, the amount, if any, by which 
(i) the valuation of all property that is 
owned by the insurer at the end of the tax- 
ation year that includes the period and that 
is 
(A).an investment property, 
(B) money, or 
(C) a balance (other than a property in- 
cluded under (A) or (B)) standing to the 
insurer’s credit as or on account of 
amounts deposited with a corporation 
authorized to accept deposits or to carry 
on the business of offering to the public 
its services as a trustee, 
exceeds the total of 
(ii) the aggregate of all amounts each of 
which is an amount outstanding at the end 
of the year in respect of a debt (other than 
a debt referred to in paragraph (h) of the 
definition “valuation” in subsection 
2405(3) or an amount referred to in sub- 
paragraph (iii)) owing by the insurer in re- 
spect of money borrowed by the insurer 
(other than money used by the insurer for 
the purpose of earning income from a 
source that is not an insurance business), 
and 
(iii) the aggregate of all amounts each of 
which is the amount of a cheque outstand- 
~ ing at the end of the year drawn on an ac- 
count of the insurer maintained with a cor- 
poration authorized to accept deposits or to 
carry on the business of offering to the 
public its services as a trustee, or 
(b) where the insurer is a life insurer not re- 
ferred to in paragraph (a), the amount of the 
insurer’s Canadian investment fund as at the 
end of the taxation year that includes the 
period; 

Eis the aggregate of the number of days in the pe- 
riod; and 

F is the amount, if any, of the income of the person 
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where 


A is the positive or negative amount, as the case 
may be, determined in respect of the insurer for 
the year under subsection (3); . 


B is the positive or negative amount, as the case 
may be, determined in respect of the insurer for 
the year under subsection (4) in respect of invest- 
ment property designated by the insurer for the 
year pursuant to subsection 2400(1) as invest- 

ment property used by it in the year in, or held by 
it in the year in the course of, carrying on an in- 
surance business in Canada; and | 


(2) The specified percentage for a taxation year in 
respect of an amount determined in respect of prop- 
erty under subsection WD); for a ferahien year is the 
aggregate of 


(a) that proportion of 20 per cent that the number 
of days in the taxation year that are after 1987 
and before 1989 is of the ide se of days in the 
taxation year; 


(b) that proportion of 40 per cent that the number 
of days in the taxation year that are after 1988 
and before 1990 is of the number of days in the 
taxation year; ; 


(c) that proportion of 60 per cent that the number 
of days in the taxation year that are after 1989 
and before 1991 is of the number of days in the 
taxation year; 


(d) that proportion of 80 per cent that the number 
of days in the taxation year that are after 1990 
and before 1992 is of the number of days in the 
taxation year; and 


(e) that proportion of 100 per cent that the num- 
ber of days in the taxation year that are after 1991 
is of the number of days in the taxation year. 


2411. (1) Subject to subsection (2), the amount pre- 
scribed in respect of an insurer for a taxation year for 
the purposes of paragraph 138(9)(b) of the Act shall 
be the amount determined by the formula 


financial Watnunens) ‘subse 4A 2 at 
sec. 2411(1} to read as above, applicable to 1995 
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C is the amount claimed by the insurer for the year 
in respect of any balance of its cumulative excess 
account at the end of the year. 


(2) Where an amount computed under subsection (1) 
in respect of an insurer is a negative amount, that 
amount shall be deemed to be nil. 


(3) The positive or negative amount, as the case may 
be, determined under this subsection in respect of an 
insurer for a taxation year shall be the amount deter- 
mined by the formula , 


(<°) +(xF) + Gx) 


or, where the value for the year of foreign invest- 
ment property designated by the insurer for the year 
pursuant to subsection 2400(1) as investment prop- 
erty used by it in the year in, or held by it in the year 
in the course of, carrying on an insurance business in 
Canada is not greater than 5 per cent of the amount 
of the Canadian investment fund for the year of the 
insurer and the insurer so elects, the amount deter- 
mined by the formula 


oe 


was designa 


nsurer; and 
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where . 


(3) The posi 
may be, dete 


= Canadian eq 
-* other Canadian i 
“+ foreigh investment prog 


A is the positive or negative amount, as the case 
may be, determined in respect of the insurer for 
the year under subsection (4) in respect of Cana- 
dian investment property (other than Canadian 
equity property) owned by the insurer at any time 
in the year; 
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is the total value for the year of Canadian invest- 
ment property (other than Canadian equity prop- 
erty) owned by the insurer at any time in the year; 


is the total value for the year of Canadian invest- 
ment property (other than Canadian equity prop- 
erty) designated by the insurer for the year pursu- 
ant to subsection 2400(1) as investment property 
used by it in the year in, or held by it in the year 
in the course of, carrying on an insurance busi- 
ness in Canada; 


is the positive or negative amount, as the case 


may be, determined in respect of the insurer for 


the year under subsection (4) in respect of Cana- 
dian investment property that is Canadian equity 
property owned by the insurer at any time in the 
year; 

is the total value for the year of Canadian invest- 
ment property that is Canadian equity property 
owned by the insurer at any time in the year, 


is the total value for the year of Canadian invest- 
ment property that is Canadian equity property. 
designated by the insurer for the year pursuant to 
subsection 2400(1) as investment property used 
by it in the year in, or held by it in the year in the 
course of, carrying on an insurance business in 


(4) The positive or negative amount, as the case may 
be, determined under this subsection in respect of an 
insurer for a taxation year in respect of property shall 
be the amount determined by the formula 
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G is the positive or negative amount, as the case 


may be, determined in respect of the insurer for 
the year under subsection (4) in respect of foreign 
investment property owned by the insurer at any 
time in the year; 


is the total value for the year of foreign invest- 
ment property owned by the insurer at any time 
in the year; and 


is the total value for the year of foreign invest- 
ment property designated by the insurer for the 
year pursuant to subsection 2400(1) as invest- 
ment property used by it in the year in, or held by 
it in the year in the course of, carrying on an in- 
surance business in Canada. 


A-B 


where 
A is the aggregate of the following amounts deter- 


mined in respect of the property for the year or 
that would be determined in respect of the prop- 
erty for the year if it were insurance property of 
the insurer for the year in respect of an insurance 
business in Canada: 


(a) the insurer’s gross investment revenue for 
the year (other than taxable dividends that 
were or would be deductible in computing the 
insurer’s taxable income for the year under 
subsection 138(6) of the Act) derived from the 
property, 

(b) all amounts that were or would be in- 
cluded in computing the insurer’s income for 
the year under paragraph 138(4)(b) and (c) of 
the Act in respect of the property, 
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(c) all amounts that were or would be included 
in computing the insurer’s taxable capital 
gains for the year from the disposition of the 
property, 

(d) all amounts that were or would be in- 
cluded in computing the insurer’s gains for 
the year from the disposition of the property 
(other than a Canada security or capital 
property), 

(e) all amounts that were or would be included 
in computing the insurer’s income for the year 
under subsection 13(1) of the Act in respect of 
the property, 

(f) all amounts that were or would be included 
in computing the insurer’s income for the year 
under paragraph 12(1)(d), (d.1) or (i) of the 
Act in respect of the property, 


(g) all amounts that were or would be in- 
cluded in computing the insurer’s income for 
the year under subsection 59(3.2) or (3.3) of 
the Act in respect of the property, 


(h) all amounts that were or would be in- 
cluded in computing the insurer’s income for 
the year under subsection 14(1) of the Act in 
respect of the property, and 

(i) all other amounts that were or would be in- 


cluded in computing the insurer’s income for 
the year in respect of the property; and 


B is the aggregate of the following amounts deter- 


mined in respect of the property for the year or 
that would be determined in respect of the prop- 
erty for the year if it were insurance property of 
the insurer for the year in respect of an insurance 
business in Canada: 


(a) all amounts that were or would be included 
in computing the insurer’s allowable capital 
losses for the year from the disposition of the 
property, 

(b) all amounts that were or would be in- 
cluded in computing the insurer’s losses for 
the year from the disposition of the property 
(other than a Canada security or capital 
property), 

(c) all amounts that were or would be deducti- 
ble in computing the insurer’s income for the 
year under paragraph 138(3)(b) and (d) of the 
Act in respect of the property, 


(d) all amounts that were or would be deducti- 
ble in computing the insurer’s income for the 
year under paragraph 20(1)(a) of the Act in re- 
spect of the capital cost of the property or 
under paragraphs 20(1)(c) and (d) of the Act 
in respect of interest paid or payable on bor- 
rowed money used to acquire the property, 


(e) where any such property is rental property 
or leasing property (within the meaning as- 
signed by subsections 1100(14) and (17), re- 
spectively), all amounts that were or would be 
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deductible in computing the insurer’s income 
for the year in respect of expenses directly re- 
lated to the earning of rental income derived 
from the property, 


(f) all amounts that were or would be deducti- | 
ble by the insurer in computing the insurer’s 
income forthe year under paragraph 20(1)(1), 
(1.1) or (p) of the Act as reserve or bad debt in 
respect of the property, 


(g) all amounts that were deducted or would 
be deductible in computing the insurer’s in- 
come for the year under section 66, 66.1, 66.2 
or 66.4 of the Act in respect of the property, 


(h) all amounts that were or would be deducti- 
ble in computing the insurer’s income for the 
year under paragraph 20(1)(b) of the Act in 
respect of the property, and 


(i) all amounts that were or would be deducti- 
ble in computing the insurer’s income for the 
year in respect of other expenses directly re- 
lated to the earning of gross investment reve- 
nue derived from the property. — 
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oO nel revenue in 1 abeection 2 
2411(4.1) serves the same function as subsection 
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(5) For the purposes of subsection (4), a property 
that has not been designated by the insurer for the 
year pursuant to subsection 2400(1) as investment 
property used by it in the year in, or held by it in the 
year in the course of, carrying on an insurance busi- 
ness in Canada shall be deemed to be a property used 
by it in the year in, or held by it in the year in the 
course of, carrying on that insurance business in re- 
spect of which the property has been reported by the 
insurer in its annual report for the year to the rele- 
vant authority or, where the insurer was throughout 
the year subject to the supervision of the relevant au- 
thority but was not required to file-an annual report 
with the relevant authority for the year, that insur- 
ance business in respect of which the property would 
have been reported by the insurer in an annual report 
for the year if it had been so required by the cats 
authority. 
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(6) For the purposes of subsection (1), the balance of 
an insurer’s cumulative excess account at the end of 
a taxation year shall be determined as the amount, if 
any, by which 


(a) the aggregate of all amounts each of which is 
a positive amount, if any, determined in respect 
of each of such of its seven immediately preced- 
ing taxation years that began after June 17, 1987 
and ended after 1987 by the formula 


B-A 


where A and B are the amounts determined under 
subsection (1) in respect of the insurer for such 
immediately preceding taxation year, 


exceeds 


(b) the aggregate of all amounts each of which is 
an amount claimed by the insurer under subsec- 
tion (1) in respect of its cumulative excess ac- 
count for a preceding taxation year that can be at- 
tributed to a positive amount determined under 
paragraph (a) for that year and, for the purpose of 
this paragraph, a positive amount determined in 
respect of a taxation year shall be deemed to have 
been claimed before a positive amount deter- 
mined in respect of any subsequent taxation year. 


(7) For the purposes of subsection (3), 


(a) where the aggregate value for the year of 
property designated by the insurer for the year 
pursuant to paragraphs 2400(1)(a) to (d) exceeds 
the minimum value for the year of property re- 
quired to be designated by the insurer for the year 
pursuant to those paragraphs, the aggregate value 
for the year of the property determined for the 
year under each of C, F and J of the formula set 
out in subsection (3) shall not exceed that mini- 
mum value for the year of such property that 1s 
required to be designated by the insurer for the 
year pursuant to paragraphs 2400(1)(a) to (d); 
and 


(b) for the purposes of paragraph (a), the value 
for the year of property required to be designated 
by the insurer for the year under F in the formula 
set out in subsection (3) shall be deemed to be the 
value for the year of such property designated by 
the insurer for the year. 


ordance with the rul 
graphs permitted an ins 
vith a total value in excess of t 


0 


nate investment prope 
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(8) For the purposes of this section, “foreign invest- 
ment property” of an insurer means investment prop- 
erty of the insurer (unless the insurer is a non-resi- 
dent insurer and it is established by the insurer that 
the investment property is not effectively connected 
with its Canadian insurance businesses) that is not 
Canadian investment property of the insurer. 


2412. (1) The amount of the Canadian investment 
fund for the year for a taxation year in respect of an 
insurer shall be determined by the formula 


A+B 
where 


A is the mean Canadian investment fund for the 
year for the taxation year in respect of the in- 
surer; and 


Bis the amount determined under subsection (2) in 
respect of the insurer for the taxation year. 


(2) Subject to subsection (3), the amount determined 
under this subsection in respect of an insurer for the 
taxation year shall be determined by the formula 


11, Grea aeeaatol 
hei F 


where 
A is the aggregate of B, C, D and E; 


B is the positive or negative amount, as the case 
may be, determined under subsection (4) in re- 
spect of the insurer for the first three month pe- 
riod in the taxation year of the insurer; 


C is the positive or negative amount, as the case 
may be, determined under subsection (4) in re- 
spect of the insurer for the second three month 
period in the taxation year of the insurer, 


D is the positive or negative amount, as the case 
may be, determined under subsection (4) in re- 
spect of the insurer for the third three month pe- 
riod in the taxation year of the insurer, 


E is the positive or negative amount, as the case 
may be, determined under subsection (4) in re- 
spect of the insurer for the fourth three month pe- 
riod in the taxation year of the insurer; and 


F. is the result obtained when the number of calen- 
dar months in the taxation year is divided by 3 
and, where that result is not a whole number, it 
shall be rounded down to the next lower whole 
number. 


(3) Where the taxation year of an insurer does not 
contain any three month period, the amount deter- 
mined under subsection (2) in respect of the insurer 
shall be deemed to be nil. 
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(4) The positive or negative amount, as the case may (ii) its Canadian investment fund as at the end 
be, determined in respect of an insurer for a particu- of the immediately preceding taxation year; 
lar three month period in a taxation year of the in- and 


surer shall be determined by the formula (b) for a taxation year in respect of a non-resident 


A-B insurer, '/2 of the aggregate of 


(i) its Canadian investment fund as at the end 


where of the year, and 


A is the aggregate of all amounts each of which is iy the anioantthaewould beats Omen 


(a) an amount of a premium or consideration vestment fund as at the end of the immedi- 
received by the insurer in the period in respect ately preceding taxation year if the insurer’s 
of a contract of insurance or an annuity (in- attributed surplus for the year for that preced- 
cluding a settlement annuity) entered into in ing year were its attributed surplus for the 
the course of carrying on its insurance busi- year for that taxation year. 


nesses in Canada, 


(b) an amount received by the insurer in the 
period in respect of interest on or a repayment 
in respect of a policy loan made under a life 
insurance policy in Canada, or 


(c) an amount received by the insurer in the 
period in respect of reinsurance (other than re- 
insurance undertaken to effect a transfer of a 
business in respect of which subsection 
138(11.5), (11.92) or (11.94) of the Act ap- 
plies) arising in the course of carrying on its 
insurance businesses in Canada and not other- 
wise included in paragraph (a) or (b); and 


B is the aggregate of all amounts each of which is 


(a) an amount of a claim or benefit (including 
a payment under an annuity or settlement an- 
nuity, a payment of a policy dividend and an 
amount paid on a lapsed or terminated policy) 
or a refund of premiums paid by the insurer in 
the period under a contract of insurance or an 
annuity in the course of carrying on its insur- 
ance businesses in Canada, 


(b) an amount of a policy loan made by the 
insurer in the period under a life insurance 
policy in Canada, 


(c) a premium or commission paid by the in- 
surer in the period in respect of a contract of 
insurance or an annuity in the course of carry- 
ing on its insurance businesses in Canada, or 


(d) an amount paid by the insurer in the period 
in respect of reinsurance (other than reinsur- 
ance undertaken to effect a transfer of a busi- 
ness in respect of which subsection 138(11.5), 
(11.92) or (11.94) of the Act applies) in the 
course of carrying on its insurance businesses 
in Canada and not otherwise included in para- 


graph (a), (b) or (c). 


(5) For the purposes of this section, “mean Canadian 
investment fund for the year’, means 


(a) for a taxation year in respect of a life insurer | | Vy 
resident in Canada, '/2 of the aggregate of j 


Yy 


(i) its Canadian investment fund as at the end 
of the year, and 
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he number of days in the year; and 
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History: Ss. 2410 to 2412 added by P.C. 1990-2002, s. 10, Septem- 
ber 20, 1990, Canada Gazette, Part II, October 10, 1990, applicable 
in respect of taxation years beginning after June 17, 1987 and end- 
ing after 1987. a eS 


Part XXV — Special T1 Tax 
Table for Individuals | 


History: Part XXV (ss. 2500, 2501) was added by P.C, 1981-1501, 
June 4, 1981, Canada Gazette, Part Il, June 24, 1981, applicable to 


2194 


Part XXV — Special T1 Tax Table for Individuals 


1979 et seq. except that in its application to the 1979 taxation year 
all that portion of subsection 2500(2) following subparagraph (b)(1i) 
thereof does not apply and shall be read as follows: 


minus the aggregate of 
(iii) where applicable, an amount that is the aggregate of 


(A) the deduction calculated under subsection 120(2) 
of the Act, and 


(B) the amount by which the amount referred to in 
clause (A) is increased by virtue of section 30 of the 
Federal-Provincial Fiscal Arrangements and Estab- 
lished Programs Financing Act, 1977, and 


(iv) a deduction from the tax under subparagraph (i), or 
that tax plus the additional tax under subparagraph (ii), as 
the case may be, as computed under subsection 120(3.1) 
of the Act, 


calculated as if the amount taxable is equal to the average of 
the highest and lowest amounts taxable in the range and, 

~ where the resulting tax payable is not a multiple of one dollar, 
it shall be rounded to the nearest multiple of one dollar or, if 
it is equidistant from two such multiples, to the higher 
thereof. 


History [former Part XXV]: Former Part XXV (Indebtedness of 
Public Employees) was revoked by P.C. 1980-541, s. 2, February 
20, 1980, Canada Gazette, Part II, March 12, 1980. 


Former Part XXV was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 
S972: 


2500. (1) For the purposes of subsection 117(6) of 
the Act, Oke tt 
(a) $55,605, adjusted for each taxation year after 
1989 in the manner set out in subsection 117.1(1) 
of the Act, is the prescribed amount; and 


(b) an “individual of a prescribed class” for a tax- 
ation year is 
(i) an estate or trust, 


(ii) an individual who was a non-resident per- 
son throughout the year, other than an individ- 
ual 


(A) whose amount taxable for the year was 
from 


(I) the duties of an office or employ- 
ment performed in one province, 


(I) the carrying on of a business in one 
province, or 


(II) any combination of sources de- 
scribed in subclauses (I) and (ID) if all 
of those sources are located in one 
province, and 


(B) who was not subject to any other pro- 
vision of this subsection, 


(iii) an individual who, on the last day of the 
year, resided in a province and had income for 
the year from a business with a permanent es- 
tablishment, as defined in subsection 2600(2), 
outside the province, 


(iv) an individual whose tax otherwise paya- 
ble for the year under Part I of the Act is re- 
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duced by virtue of any of the following provi- 
sions of the Act: 


(A) subsection 117(7), 
(B) section 121, 

(C) section 122.3, or 
(D) section 126, 


(v) an individual who makes an election in re- 
spect of the year under subsection 119(1) of 
the Act, 


(vi) an individual eligible to pay tax at a re- 
duced rate pursuant to subsection 40(7) of the 
Income Tax Application Rules on a payment 
made to him in the year, or — 


(vii) an individual who makes an election in 

respect of the year under subsection 110.4(2) 

of the Act. i. 
History: Subpara. 2500(1)(b)(vi) amended by P.C. 1994-1817, s. 


48, November 1, 1994, Canada Gazette; Part II, November 30, 
1994. 


Para. 2500(1)(a) amended by P.C. 1990-760, April 26, 1990, Can- 
ada Gazette, Part Il, May 9, 1990, applicable in respect of the 1989 
and subsequent taxation years. 


Para. 2500(1)(a) and subpara. (1)(b)(vii) amended by P.C. 1989- 
1926, September 28, 1989, Canada Gazette, Part II, October 11, 
1989, applicable to 1988 ef seq. 


Para. 2500(1)(a) substituted by P.C. 1987-1817, subsec. 1(1), Au- 
gust 27, 1987, Canada Gazette, Part Il, September 16, 1987, appli- 
cable to 1986 et seq. 
Subpara. 2500(1)(b)(vii) added by P.C. 1986-207, January 23,1986, 
Canada Gazette, Part Il, February, 5, 1986, applicable to. 1985 et 
seq. 

Subsec. 2500(1) substituted by P.C. 1985-908, subsec. 1(1), March 
21, 1985, Canada Gazette, Part II, April 3, 1985, applicable to 1984 
et seq. 

All that portion of subsec. 2500(1) preceding para. (a) substituted 
by P.C. 1983-3016, subsec. 1, September 29, 1983, Canada Ga- 
zette, Part II, October 12, 1983, applicable to 1982 et seq. 


(2) For the purposes of subsection 117(6) of the Act, 
a table of the tax payable for a taxation year shall be 
prepared in accordance with the following rules: 


(a) the table shall be divided into ranges of 
amounts taxable not exceeding $10 each and 
shall specify the tax payable in respect of each 
range; 

(b) the tax payable on an amount taxable, within 
any range referred to in paragraph (a) shall be 
equal to the tax payable thereon for the year com- 
puted under subsection 117(2) of the Act and, 
where applicable, adjusted annually pursuant to 
section 117.1 of the Act; and ~ 


(c) the tax payable referred to in paragraph (b) 
shall be calculated as if the amount taxable is 
equal to the average of the highest and lowest 
amounts taxable in the range and, where the re- 
sulting tax payable is not a multiple of one dollar, 
it shall be rounded to the nearest multiple of one 
dollar or, if it is equidistant from two such multi- 
ples, to the higher thereof. 
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(3) For the purposes of subsection 117(6) of the Act, 
a table of the additional tax for income not earned in 
a province, the individual surtax and the refundable 
Quebec abatement for a taxation year shall be pre- 
pared in accordance with the following rules: 


(a) the table shall be divided into ranges of tax 
payable not exceeding $2 each and shall specify, 
in respect of each range, 


(i) the individual surtax payable, 


(ii) where applicable, the additional tax for in- 
come not earned ina province, and 


_ Git) where . SEP SARIS the refundable Quebec 
abatement, 


on every amount taxable oe each such range; 


(b) the tax payable referred to in paragraph (a) is 
the tax payable determined by the table prepared 
pursuant to subsection (2) less the allowable non- 
refundable credits under sections 118 to 118:9 ot 
the Act; 


(c) the individual surtax in respect of an amount 


of tax payable within any range referred to in par- | 


agraph (a) shall be the amount that is equal to the 
surtax thereon computed under subsection 
180.1(1) of the Act; 


(d) the additional tax for income not earned in a 
province in respect of an amount of tax payable 
within any range referred to in paragraph (a) shall 
be the amount that is equal to the tax determined 
thereon under subsection 120(1) of the Act; 


(e) the refundable Quebec abatement in respect of | 


an amount of tax payable within any range re- 


ferred to in paragraph (a) shall be the amount that © 


is equal to the abatement determined under sub- 
section 120(2) of the Act and in accordance with 
section 27 of the Federal-Provincial Fiscal Ar- 
rangements Act; 


(f) the-amount referred to in paragraph (c) or (d) 
shall be calculated as if the tax payable is equal to 
the average of the highest and lowest amounts in 
the range and, where the resulting amount is not a 
multiple of one dollar, it shall be rounded to the 


nearest multiple of one dollar or, if it is equidis- | 


tant from two such multiples, to the higher 
thereof; and 


(g) the amount referred to in paragraph (e) shall 


be calculated as if the tax payable is equal to the | 


average of the highest and lowest amounts in the 
range and, where the resulting amount is not a 
multiple of one tenth of one dollar, it shall be 
rounded to the nearest multiple of one tenth of 
one dollar or, if it is equidistant from two such 
multiples, to the higher thereof. 


History: Para. 2500(3)(e) amended by 1995, c. 17, subsec. 45(2), 
to substitute “Federal-Provincial Fiscal Arrangements Act” for 
“Federal-Provincial Fiscal Arrangements and Federal Post-Secon- 
dary Education and Health Contributions Act’, in force April 1, 
1996. 
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Subsec. 2500(2) was substituted, subsec. 2500(3) added by P.C. 
1989-1926, September 28, 1989, Canada Gazette, Part Il, October 
11, 1989, applicable to 1988 et seq. 

All that portion of para. 2500(2)(b) following subpara. (ii) revoked 
by P.C. 1987-1817, subsec. 1(2), August 27, 1987, Canada Gazette, 
Part I, September 16, 1987, applicable to 1986 ef seq. 

All that portion of para. 2500(2)(b) following subpara. (ii), subpara. 
2500(2)(c)(ii) substituted by P.C. 1985-908, s. 1, March 21, 1985, 
Canada Gazette, Part II, April 3, 1985, applicable, as to para. 
2500(2)(b) to 1984 et seqg., and’as to subpara. 2500(2)(c)(ii), after 
March 31, 1983. 


Para. 2500(2)(b) substituted by P.C. 1983-3016, subsec. 1(2), Sep- 
tember 29, 1983, Canada Gazette, Part Il, October 12, 1983, appli- 
cable to 1982 ef seq. 


Forms [Reg. 2500]: Table A and Table B, 1994 T1 General Tax 
Guide. Effective with the 1995 return, these tables are no longer 
used, in order to save Revenue Canada printing ‘costs: (Revenue 
Canada news release and Fact Sheet, November 22, 1995.). 


2501. In this Part, “amount taxable” has the meaning 
assigned by subsection 117(2) of the Act. 
History: S. 2501 amended by P.C. 1989-1926, September 28, 


1989, Canada Gazette, Part If, October 11, 1989, applicable to 1988 
et seq. 


S.'2501 substituted by P.C. 1983-3016, s. 2, September. 29, 1983, 
Canada Gazette, Part Il; October 12, 1983, applicable to 1982: et 
seq. 


Part XXVI — Income Earned 
in Province by an Individual 
History: Part XXVI was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 


by P.C. 1979- 1934, July 19, 1979, Canada Gazette, Part Ul, August 
851979. 


2600. Interpretation — (1) For the purposes of 
paragraph 120(4)(a) [120(4)“income earned in the 
year in a province”’] of the Act, “income earned in 
the year in a province’ ’ by an individual means the 
aggregate of his incomes earned 1 in the taxation year 
in each province, as determined in accordance with 
this Part. 

History: Subsec. 2600(1) substituted by P.C. 1981-808, subsec. 


3(1),; March 26, 1981, Canada Gazette; Part II, April 8, 1981, appli- 
cable to 1980. et seq. : 


Subsec. 2600(1) substituted by P.C. 1978-3101, subsec. 3(1), Octo- 
ber 12, 1978, Canada Gazette, Part Il, October 25, 1978, applicable 


; to 1978 et seq. 


(2) In this Part, “permanent establishment” means a 
fixed place of business. of the individual including an 
office, a: branch, a mine, an oil well, a farm, a 
timberland, a factory, a workshop or a warehouse, 
and 


(a) where an individual carries on business 
through an employee or agent, established in a 
particular place, who has general authority to 
contract for his employer or principal or who has 
a stock of merchandise owned by his employer or 
principalgfrom which he regularly fills orders 
which he receives, the individual shall be deemed 
to have a permanent: establishment in that place; 
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(b) where an individual uses substantial machin- 
ery or equipment in a particular place at any time 
in a taxation year he shall be deemed to have a 
permanent establishment in that place; and 


(c) the fact that an individual has business deal- 
ings through a commission agent, broker, or other 
independent agent or maintains an office solely 
for the purchase of merchandise, shall not of it- 
self be held to mean that the individual has a per- 
manent establishment. 


Interpretation Bulletins: IT-242R: Retired partners. 


(3) [Revoked] 


History: Subsec. 2600(3) revoked by P.C. 1981-808, subsec. 3(2), 
March 26, 1981, Canada Gazette, Part II, April 8, 1981, applicable 
to 1980 et seq. 


Subsec. 2600(3) substituted by P.C. 1978-3101, subsec. 3(2), Octo- 
ber 12, 1978, Canada Gazette, Part II, October 25, 1978, applicable 
to 1978 et seq. 


2601. Residents of Canada — (1) Where an indi- 
vidual resided in a particular province on the last day 
of a taxation year and had no income for the year 
from a business with a permanent establishment 
outside the province, his income earned in the taxa- 
tion year in the province is his income for the year. 


(2) Where an individual resided in a particular prov- 
ince on the last day of a taxation year and had in- 
come for the year from a business with a permanent 
establishment outside the province, his income 
earned in the taxation year in the province is the 
amount, if any, by which 


(a) his income for the year 
exceeds 


(b) the aggregate of his income for the year from 
carrying on business earned in each other prov- 
ince and each country other than Canada deter- 
mined as hereinafter set forth in this Part. 


(3) Where an individual, who resided in Canada on 
the last day of a taxation year and who carried on 
business in a particular province at any time in the 
year, did not reside in the province on the last day of 
the year, his income earned in the taxation year in 
the province is his income for the year from carrying 
on business earned in the province, determined as 
hereinafter set forth in this Part. 


(4) Where an individual resided in Canada on the 
last day of a taxation year and carried on business in 
another country at any time in the year, his income 
earned in the taxation year in that other country is his 
income for the year from carrying on business 
earned in the other country, determined as hereinaf- 
ter set forth in this Part. 


(5) In this section, a reference to the “last day of a 
taxation year” shall 
(a) in the case of an individual who resided in 
Canada at any time in the year but ceased to re- 
side in Canada before the end of the year, be 
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deemed to be a reference to the “last day in the 
year on which he resided in Canada”; and 


(b) in the case of an individual described in para- 
graph 250(1)(d.1) of the Act or his spouse or 
child who 


(i) resided in Canada at any time in the year, 


(ii) would, but for paragraph 250(1)(d.1), (e) 
or (f) of the Act, have ceased to reside in Can- 
ada before the end of the year, and 


(iii) is, by virtue of paragraph 250(1)(d.1), (e) 
or (f) of the Act, deemed to have been resident 
in Canada throughout the year, 


be deemed to be a reference to the “day in the 
year on which he would have so ceased to reside 
in Canada”. 

History: Subsec. 2601(5) substituted by P.C. 1981-2730, October 


8, 1981, Canada Gazette, Part II, October 28, 1981, applicable to 
1980 et seq. 


Remission Orders: /ncome Earned in Quebec Income Tax Re- 
mission Order, P.C. 1989-1204, as amended by P.C. 1991-1661 and 
P.C, 1992-2593 (special interpretation of Reg. 2601(1) and (2) for 
residents of Quebec). 


Forms: T691A: Minimum tax supplement — multiple jurisdic- 
tions; T2203: Calculation of tax in respect of multiple jurisdictions. 


2602. Non-residents — (1) Except as provided in 
subsection (2), where an individual did not reside in 
Canada at any time in a taxation year, his income 
earned in the taxation year in a particular province is 
the aggregate of 


(a) that part of the amount of his income from an 
office or employment, that is included in comput- 
ing his taxable income earned in Canada for the 
year by virtue of subparagraph 115(1)(a)(i) of the 
Act, that is reasonably attributable to the duties 
performed by him in the province; and 


(b) his income for the year from carrying on busi- 
ness earned in the province, determined as here- 
inafter set forth in this Part. 

Remission Orders: Income Earned in Quebec Income Tax Re- 


mission Order, P.C. 1989-1204, as amended by P.C. 1991-1661 and 
P.C. 1992-2593 (special interpretation of Reg. 2602(1) for Quebec). 


Interpretation Bulletins: IT-393R2: Election re tax on rents and 
timber royalties — non-residents; IT-434R: Rental of real property 
by individual. 


(2) Where the aggregate of the amounts of an indi- 
vidual’s income as determined under subsection (1) 
for all provinces for a taxation year exceeds the ag- 
gregate of the amounts of his income described in 
subparagraphs 115(1)(a)(i) and (ii) of the Act, the 
amount of his income earned in the taxation year in a 
particular province shall be that proportion of his in- 
come so described that the amount of his income 
earned in the taxation year in the province as deter- 
mined under subsection (1) is of the aggregate of all 
such amounts. 


2603. Income from business — (1) Where, in a 
taxation year, an individual had a permanent estab- 
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lishment in a particular province or a country other 
than Canada and had no permanent establishment 
outside that province or country, the whole of his in- 
come from carrying on business for the year shall be 
deemed to have been earned therein. 


(2) Where, in a taxation year, an individual had no 
permanent establishment in a particular province or 


country other than Canada, no part of his income for | 


the year from carrying on business shall be deemed 
to have been earned therein. 


(3) Except as otherwise provided, where, in’a taxa- 
tion year, an individual had a permanent establish- 
ment in a particular province or country other than 
Canada and a permanent establishment outside. that 
province or country, the amount of his income for 
the year from carrying on business that shall be 
deemed to have been earned in the province or coun- 
try is ‘> the aggregate of 


(a) that proportion. of his incomefor the year 
from carrying on business that the gross revenue 
for the fiscal period ending in the year reasonably 
attributable to the permanent establishment in the 
province or country is of his total gross revenue 
for that period from the business; and 


(b) that proportion of his income for the year 
from carrying on business that the aggregate. of 
the salaries and wages paid in the fiscal period 
ending in the year to employees of the permanent 
establishment in the province or country is of the 
aggregate of all salaries and wages paid in that 
period to employees of the business. 


(4) For the purpose of determining the gross revenue 
for the year reasonably attributable to the permanent 
establishment in a particular province or country 
other than Canada within the meaning of paragraph 
(3)(a), the following rules shall apply: 


(a) where the destination of a shipment of mer- 
chandise to a customer to whom the merchandise 
is sold is in the particular province or country, the 
gross revenue derived therefrom shall be attribu- 
table to the permanent establishment in the prov- 
ince or country; 


(b) except as provided in paragraph (c), where the 
destination of a shipment of merchandise to a 
customer to whom the merchandise is sold is in a 
province or country other than Canada in which 
the taxpayer has no permanent establishment, if 
the person negotiating the sale may reasonably be 
regarded as being attached to the permanent es- 
tablishment in the particular province or country, 
the gross revenue derived therefrom shall be at- 
tributable to that permanent establishment; 


(c) where the destination of a shipment of mer- 
chandise to a customer to whom:the merchandise 
is sold is in a country other than Canada in which 
the taxpayer has no permanent establishment, 


(i) if the merchandise was produced or manu- 
factured, or produced and manufactured, en- 


2198 


Income Tax Regulations 


tirely in the particular province by the tax- 
payer, the gross revenue derived therefrom 
shall be attributable to the permanent estab- 
lishment in the province, or 


(ii) if the merchandise was produced or manu- 
factured, or produced’ and manufactured, 
partly in the particular province and partly in 
another place by the taxpayer, the gross reve- 
nue derived therefrom attributable to the per- 
manent establishment in the province shall be 
that proportion thereof that the salaries and 
wages paid in the year to employees of the 
permanent establishment in the province 
where the merchandise was partly produced or 
manufactured (or partly produced and manu- 
factured) is of the aggregate of the salaries 
and wages paid in the year to employees of 
the permanent establishments where the mer- 
chandise was produced or manufactured (or 
produced and manufactured); 


(d) where a customer to whom merchandise is 
sold instructs that. shipment be made to. some 
other person and the customer’s. office with 
which the sale was negotiated is located in the 
particular province or country, the gross revenue 
derived therefrom shall be attributable to the per- 
manent establishment in the province or country; 


(e) except as provided in paragraph (f), where a 
customer to whom merchandise is sold instructs 


that shipment be made to some other person and 


the customer’s office with which the sale was ne- 
gotiated is located in a province or country other 
than Canada in which the taxpayer has no perma- 
nent establishment, if the person negotiating the 
sale may reasonably be regarded as being at- 
tached to the permanent establishment in the par- 
ticular province or country, the gross revenue de- 
rived therefrom shall be attributable to that 
permanent establishment; 


(f) where a customer to whom merchandise is 
sold instructs that shipment be made to some 
other person and the customer’s office with 
which the sale was negotiated is located in a 
country other than Canada in which the taxpayer 
has no permanent establishment, 


(i) if the merchandise was produced or manu- 
factured, or produced and manufactured, en- 
tirely in the particular province by the tax- 
payer, the gross revenue derived therefrom 
shall be attributable to the permanent estab- 
lishment in the province, or 


(ii) if the merchandise was produced or manu- 
factured, or produced and manufactured, 
partly in the particular province and partly in 
another place by the taxpayer, the gross reve- 
nue derived therefrom attributable to the per- 
manent establishment in the province shall be 
that proportion thereof that the salaries and 
wages paid in the year to employees of the 
permanent establishment in the province 
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where the merchandise was partly produced or 
manufactured (or partly produced and manu- 
factured) is of the aggregate of the: salaries 
and wages paid in the year to employees of 
the permanent establishments where the mer- 
chandise was produced, or manufactured (or 
produced and manufactured); _ 


(g) where gross revenue is derived from services 

rendered in the particular province or country, the 

gross revenue shall be attributable to the perma- 
_ nent establishment in the province or country; 


(h) where gross revenue is derived from services 
rendered in a province or country other than Can- 
ada in which the taxpayer has no permanent es- 
tablishment, if the person negotiating the contract 
may reasonably be regarded as being attached to 
‘the permanent establishment of the taxpayer in 
the particular province or country, the gross reve- 
nue shall be attributable to that permanent 
establishment; j ; 


(i) where standing timber or the right to cut 
standing timber is sold and the timber limit on 
which the timber is standing is in the particular 

_ province or country, the gross revenue from such 
sale shall be attributable to the permanent estab- 
lishment of the taxpayer in the province or coun- 
try; and 


(j) where land is a permanent establishment of the 
taxpayer in the particular province, the gross rev- 
enue which arises from leasing the land shall be 
attributable to that permanent establishment. 


(5) Where an individual pays a fee to another person 
under an agreement pursuant to:which that other per- 
son or employees of that other person perform ser- 
vices for the individual that would normally be per- 
formed by employees of the individual, the fee so 
paid shall be deemed to be salary paid by the indi- 
vidual and that part of the fee that may reasonably be 
regarded as payment in respect of services rendered 
at a particular permanent establishment of the indi- 
vidual shall be deemed to be salary paid to an em- 
ployee of that permanent establishment. 


(6) For the purposes of subsection (5), a fee does not 
include a commission paid to a person who is not an 
employee of the individual. 


2604. Bus and truck operators — Notwithstand- 
ing subsections 2603(3) and (4), the amount of in- 
come that shall be deemed to have been earned in a 
particular province or country other than Canada by 
an individual from carrying on the business of trans- 
portation of goods or passengers (other than by the 
operation of a railway, ships or an airline service) is 
> of the aggregate of 


(a) that proportion of his income therefrom for 
' the year that the number of miles travelled by his 
vehicles in the province or country in the fiscal 
period ending in the year is of the total number of 
miles travelled by his vehicles in that period; and 
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(b) that proportion of his income therefrom for 
the year that the aggregate of salaries and wages 

_ paid in the fiscal period ending in the year to em- 
ployees of the permanent establishment in the 
province or country is of the aggregate of all sala- 
ries and wages paid in that period to employees 
of the business. ; 


2605. More than one. business — Where an. in- 
dividual operates more than one business, the provi- 
sions of sections 2603 and 2604 shall be applied in 
respect of each business and the amount of income 
for the year from carrying on business earned in a 
particular province or country in the year is the ag- 
gregate of the amounts so determined. 
Interpretation. Bulletins: [T-206R: Separate businesses... 


2606. Limitations of business income — (1) 
Where, in the case of an individual to whom section 
2601 applies, the aggregate of the amounts otherwise 
determined as his, income for the taxation, year from 
carrying on business earned in all provinces and 
countries other than Canada is greater than his: in- 


come for the year, his income*for the year from ear- 


rying on business earned in a particular province: or 
country shall be deemed to be that proportion of his 
income for the year that . 


(a) his income for the ‘year from carrying on busi- 
ness in the province or country as otherwise 
determined, : Te 


is of 
-(b) that aggregate. 


(2) Where section 114 of the Act is applicable for the 
purpose of determining the taxable income of an in- 
dividual for the taxation year, a reference-in subsec- 
tion (1) to “his income for the taxation year” shall be 
construed as a reference to the amount of his income 
as determined for the purposes of section 114 of the 
Act and, for the purpose of this Part, his income for 
the taxation year from carrying-on a business in any 
place shall be computed -by reference only to.a busi- 
ness the income from. which is included in, comput- 
ing his taxable income for the purposes of section 
114 of the Act. 


(3) For the purposes of sections 2603 to 2605, where 
an individual’s taxable income’ for the taxation year 
is computed in accordance. with section 115 of the 
Act 


(a) a reference to a “business” shall be deemed to 
refer only to a business that was wholly or partly 
carried on in Canada; 


(b) a reference to “income for the year from car- 
rying on business” shall be deemed to refer only 
to income for the year from carrying on a busi- 
ness in Canada as determined for the purposes of 
section 115 of the Act; 

(c) a reference to “salaries and wages paid in the 
year” shall be deemed. to bea reference to sala- 
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ries and wages paid to employees of his perma- 
nent establishments in Canada; and 


(d) a reference to “total gross revenue for the 
year” from the business shall be deemed to be a 
reference to total gross revenue reasonably attrib- 
utable to his permanent establishments in 
Canada. 


2607. Dual residence — Where an individual was 
resident in more than one province on the last day of 
the taxation year, for the purposes of this Part, he 
shall be deemed to have resided on that day only in 
that province which may reasonably be regarded as 
his principal place of residence. 


Part XXVII — Group Term 
Life Insurance Benefits 


2700. Interpretation — (1) Definitions — The 
definitions in this subsection apply in this Part. 


‘lump-sum premium”’ in relation to a group term 
life insurance policy means a premium for insurance 
under the policy on the life of an individual where all 
or part of the premium is for insurance that is (or 
would be if the individual survived) in respect of a 
period that ends more than 13 months after the ear- 
lier of the day on which the premium becomes paya- 
ble and the day on which it is paid. 


‘paid-up premium” in relation to a group term life 
insurance policy means a premium for. insurance 
under the policy on the life of an individual where 
the insurance is for the remainder of the lifetime of 
the individual and no further premiums will be paya- 
ble for the insurance. 


“premium category” in relation to term insurance 
provided under a group term life. insurance policy 
means, 


(a) where the premium rate applicable in respect 
of term insurance on the life of an individual de- 
pends on the group to which the individual be- 
longs, any of the groups for which a premium 
rate is established, and 


(b) in any other case, all individuals on whose 
lives term insurance is in effect under the policy, 


and, for the purpose of this definition, a single pre- 
mium rate is deemed to apply for all term insurance 
under a policy in respect of periods in 1994, and 
where individuals are divided into separate groups 
solely on the basis of their age, sex, or both, the 
groups are deemed to be a single group for which a 
premium rate is established. 


“term insurance” in relation to an individual and a 
group term life insurance policy means insurance 
under the policy on the life of the individual, other 
than insurance in respect of which a lump-sum pre- 
mium has become payable or been paid. 
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(2) Accidental death insurance — For greater 
certainty, a premium for insurance on the life of an 
individual does not include an amount for accidental 
death insurance. 


2701. Prescribed benefit — (1) Subject to sub- 
section (2), for the purpose of subsection 6(4) of the 
Act, the amount prescribed for a taxation year in re- 
spect of insurance under a group term life insurance 
policy on the life of a taxpayer is the total of 


(a) the taxpayer’s term insurance benefit under 
the policy for the calendar year in which the taxa- 
tion year ends, 


(b) the.taxpayer’s prepaid insurance benefit under 
the policy for that calendar year, and 


(c) the total of all sales and excise taxes payable 
in respect of premiums paid under the policy in 
that calendar year for insurance on the life of the 
taxpayer, other than 


(i) taxes paid, directly or ay way of reim- 
bursement, by the taxpayer, and 


(ii) taxes in respect of premiums for term in- 
surance that, if the taxpayer were to die, 
would be paid otherwise than 


(A) to the taxpayer, 
_(B) for the benefit of the taxpayer 


- (C) as a benefit that the taxpayer desired to 
have conferred on any person. 


(2) Bankrupt individual — Where a taxpayer who 
has become.a bankrupt has two taxation years ending 
in a calendar year, for the purpose of subsection 6(4) 
of the Act, the amount prescribed for the first taxa- 
tion year in respect of insurance under a group term 
life-insurance policy on the life of the taxpayer is nil. 


2702. Term insurance benefit — (1) Amount of 
benefit — Subject to section 2704, for the purpose 
of paragraph 2701(1)(a), a taxpayer’ s term insurance 
benefit under a group term life insurance policy for a 
calendar year 1s 


(a) where | 


(i) the policyholder elects to determine, under 
this paragraph, the term insurance benefit for 
the year of each individual whose life is in- 
sured under the policy, 


(ii) no premium rate that applies for. term. in- 
surance provided under the policy on the life 
of an individual in respect of the year depends 
on the age or sex of the individual, 


(iii) no amounts are payable under the policy 
for term insurance on the lives of individuals 
in respect. of the year other than premiums 
payable on.a regular basis that are based on 
the amount of term insurance in force in the 
year for each individual, and 


(iv) the year is after 1995, 
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the amount determined by the formula 


AB 
where 


A is the total of the premiums payable for term 
insurance provided under the policy on the 
taxpayer's life in respect of periods in the 
year, to the extent that each such premium is 
in respect of term insurance that, if the tax- 
payer died in the year, would be paid to or for 
the benefit of the taxpayer or as a benefit that 
the taxpayer desired to have conferred on any 
person, and 


B_ is the total amount paid by the taxpayer in re- 
spect of term insurance under the policy on 
the taxpayer’s life in respect of the year; and 


(b) in any other case, the amount, if any, by 
which 


(i) the total of all amounts each of which is, | 


for a day in the year on which term insurance 
is in effect under the policy on the taxpayer’s 
life, the amount determined by the formula 


AXB 


where 


A is the amount of term insurance in effect 
on that day under the policy on the tax- 
payer’s life, except the portion, if any, of 
the amount that, if the taxpayer were to die 


on that day, would be paid otherwise than 


(A) to the taxpayer, 
(B) to benefit of the taxpayer, or 
(C) as a benefit that the taxpayer de- 


sired to have conferred on any person, 
and 


B is the average daily cost of insurance for 
the year for the premium category in 
which the taxpayer is included.on that day 

exceeds 

(ii) the total amount paid by the taxpayer in 

respect of term insurance under the policy on 

the taxpayer’s life in respect of the year. 
Related Provisions: ITA 257 — Formula cannot calculate to less 


than zero. 


(2) Average daily cost of insurance — The av- 

erage daily cost of insurance under a group term life 

insurance policy for a calendar year for a premium 

category is 
(a) subject to paragraph (b), the amount deter- 
mined by the formula 


(A + B-C) 
D 


where 


A. is the total of the premiums payable for term 
insurance provided under the policy on the 
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lives of individuals in respect of periods in the 
year while they are in the premium category, 

Bis the total of the amounts paid in the year 
under the policy for term insurance in respect 
of periods in preceding years (other than 
amounts that have otherwise been taken into 
account for the purpose of subsection 6(4) of 
the Act), to the extent that the total can rea- 
sonably be considered to relate to term insur- 
ance provided on the lives of individuals in 
the premium category, 


C. is the total amount of policy dividends and ex- 
perience rating refunds paid in the year under 
the policy and not distributed to individuals 
whose lives are insured under the policy, to 
the extent that the total can reasonably be con- 
sidered to relate to term insurance provided on 
the lives of individuals in the premium cate- 
gory, and 


D is the total of all amounts each of which is the 
amount of term insurance in force on a day in 
the year on the lives of individuals in the pre- 

- mium category on that day; or 


‘(b) the amount that the policyholder determines 
using a reasonable method that is substantially 
similar to the method set out in paragraph (a). 


Related Provisions: ITA 257 — Formula cannot calculate to less 
than zero. 


(3) Survivor income benefits — For the pur- 
poses of this section, where the proceeds of term in- 
surance on the life of an individual are payable in the 
form of periodic payments, and the periodic pay- 
ments are not an optional form of settlement of a 
lump-sum amount, the amount of term insurance in 
effect on the individual’s life on any day is the pre- 
sent value, on that day, of the periodic payments that 
would be made if the individual were to die on that 
day. 


(4) Determination of present value — For the 
purpose of subsection (3), the present value on a day 
in a calendar year 
(a) shall be determined using assumptions that 
are reasonable at some time in the year; and 
(b) may be determined assuming that an individ- 
ual on whose life the present value depends is the 
same age on that day as on another day in the 
year. 


2703. Prepaid insurance benefit — (1) 
Amount of benefit — Subject to section 2704, for 
the purpose of paragraph 2701( 1)(b), a taxpayer’s 
prepaid insurance benefit under a group term life in- 
surance policy for a calendar year is 
(a) where the taxpayer is alive at the end of the 
year, the total of all amounts each of which is 
(i) a lump-sum premium (other than the tax- 
payer portion) paid in the year and after Feb- 
ruary 1994 in respect of insurance under the 
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policy on the life of the taxpayer, other than a 
paid-up premium paid before 1997, or 


(ii) Ys of a paid-up premium (other than the 
taxpayer portion) in respect of insurance 
under the policy on the life of the taxpayer 
that was paid 


(A) after February 1994 and before 1997, 
and 


(B) in the year or one of the two preceding 
years; and 


(b) where the taxpayer died after June 1994 and 
in the year, the amount, if any, by which 


(i) the total of all amounts each of which is a 
lump-sum premium (other than the taxpayer 
portion) paid under the policy after February 
1994 in respect of insurance on the life of the 
taxpayer 


exceeds 


(ii) the portion of that total that was included 
in computing the taxpayer’s prepaid insurance 
benefit under the policy for preceding years. 


Related Provisions: ITA. 18(9.01) — Matching deduction for 
employer. 


(2) Taxpayer portion of premiums — For the 
purpose of subsection (1), the taxpayer portion of a 
premium is the portion, if any, of the premium that 
the taxpayer paid, either directly or by way of 
reimbursement. 


2704. Employee-paid insurance — (1) For the 
purpose of subsection 2701(1), where the full cost of 
insurance under a group term life insurance policy in 
a calendar year is borne by the individuals whose 
lives are insured under the policy, each individual’s 
term insurance benefit and prepaid insurance benefit 
under the policy for the year is deemed to be nil. 


(2) Where the premiums for part of the life insurance 
(in this subsection referred to as the “additional in- 
surance’) under a group term life insurance policy 
are determined separately from the premiums for the 
rest of the life insurance under the policy, and it is 
reasonable to consider that the individuals on whose 
lives the additional insurance is provided bear the 
full cost of the additional insurance, the additional 
insurance, the premiums, policy dividends and expe- 
rience rating refunds in respect of that insurance, and 
the amounts paid in respect of that insurance by the 
individuals whose lives are insured, shall not be 
taken into account for the purposes of this Part. 


2705. Prescribed premium and insurance — 
For the purpose of subsection 6(4) of the Act, as it 
applies to insurance. provided in, respect of periods 
that are in 1994 and before July 1994, 


(a) a lump-sum premium paid under a group term 
life insurance policy after February 1994 in re- 
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spect of an individual who is alive at the end of 
June 1994 is a prescribed premium; and 


(b) insurance in respect of which a premium re- 
ferred to in paragraph (a) is paid is prescribed 
insurance, 


History: Part XX VII added by P.C. 1997-1623, s. 1; November 6, 
1997, Canada Gazette, Part If, November 26, 1997, s. 2700 applica- 
ble to 1994 et seg. Ss. 2701 to 2704 applicable with respect to insur- 
ance provided in respect of periods that are after June 1994 except 
that, in their application with respect to insurance provided in re- 
spect of periods that are in 1994 and after June 1994, 
(a) the opening words of para. 2701(1)(c) shall be read as 
follows: 
(c) the total of all sales and excise taxes payable in re- 
spect of premiums paid under the policy in 1994 and af- 
ter June 1994 for insurance on the life of the taxpayer, 
other than 
(b) the part of subpara. 2702(1)(b)(1), before the formula shall be 
read as follows: 
(i) the total of all amounts each of, which is, for a day in 
the year 1994 that is after June 1994 on which term insur- 
ance is in effect under the policy on the taxpayer’s life, 
the amount determined by the formula 
and 
(c) subpara. 2702(1)(b)(i1) shall. be read as follows: 
(11) the total amount paid by the taxpayer in respect of 
term insurance under the policy on the taxpayet’s life in 
respect of the period in the year 1994 that is after June 
1994. 


and s, 2705 applicable with respect to insurance that-is provided in 
respect of periods that are in 1994 and before July 1994. 


Former-Part XX VII revoked by P.C. 1991-2540, s. 5, December 16, 
1991, Canada Gazette, Part Il, January 15, 1992, applicable to taxa- 
tion years commencing after 1990. 


The heading to former Part XX VII amended by the said P.C. 1991- 
2540, s.. 8, applicable after 1985. ; 


Former Part XX VII was consolidated by. the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 
8, 1979. 


Part XXVIII — Election in 
respect of Accumulating 
Income of Trusts 


History: Part XXVIII was consolidated by.the Consolidated Regu- 
lations of Canada, chapter 945, proclaimed in force August 15, 
1979, by P.C. 1979-1934, July 19, 1979; Canada Gazette, Part I, 
August 8, 1979. 


2800. (1) Any election under subsection 104(14) of 
the Act in respect ofa taxation year shall be made by 
filing with the Minister the following documents: 
(a) a statement f 
(i) making the election in respect of the year, 
(ii) designating the part of the accumulating 
income in respect of which the election is be- 
ing made, and 
(iii) signed by the preferred beneficiary and a 
trustee having the authority to make the elec- 
tion; and 
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(b) a statement signed by the trustee showing the 
computation of the amount of the preferred bene- 
ficiary’s share in the accumulating income of the 
trust for the year in accordance with paragraph 
104(15)(a), (b) or (c) of the Act, as the case may 
be, together with such information concerning the 
provisions of the trust and its administration as is 
necessary for this purpose. 


Interpretation Bulletins: IT-394R: Preferred beneficiary 
election. 


(2). The documents referred to in subsection (1) shall 
be filed within 90 days from the end of the trust’s 
taxation year in respect of which the election re- 
ferred to in subsection (1) is made. 


Related Provisions: ITA 104(14.01) — Extension of filing dead- 
line where capital gains election filed. 


(3) For the purposes of paragraph 104(15)(c) of the 
Act, the discretionary share of a particular preferred 
beneficiary under a trust of the trust’s accumulating 
income for a taxation year shall be an amount deter- 
mined as follows: 


(a) where the settlor of the trust is an individual 
and his spouse, both of whom are alive at the end 
of the year and both of whom may be entitled to 

- share in the accumulating income of the trust, the 
discretionary share 


(i) of the individual is that proportion of the 
accumulating income of the trust for the year 
that the fair market value of the property con- 
tributed by the individual is of the aggregate 
of the fair market value of the property con- 
tributed by the individual and the fair market 
value of the property contributed by his 
spouse (such fair market values being deter- 
mined in respect of each contribution: at the 
time of the making of that contribution), 
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(ii) of the spouse is that proportion of the ac- 
cumulating income of the trust for the year 
that the fair market value of the property con- 
tributed by the spouse is of the aggregate of 
the fair market value of the property contrib- 
uted by the individual and the fair market 
value of the property contributed .by, his 
spouse (such fair market values being deter- 
mined in respect of each contribution at the 
time of the making of that contribution), and 


(iii) of any other beneficiary who is, a pre- 
ferred beneficiary under the trust is nil; 


(b) where the settlor of the trust is an individual 
and his spouse, both of whom are alive at the end 
of the year but only one of whom may be entitled 
to share in the accumulating income of the trust, 
the discretionary share Hog ou 


(i) of the individual or-his spouse, as: the case 
may be, who may be entitled to share in the 
accumulating income of the trust is the ac- 
cumulating income of the trust for the year, 
and 


(ii) of any other beneficiary who is a preferred 
beneficiary under the trust is nil; 


(c) where the settlor of the trust is an individual 


and his spouse, only one of whom is alive at the 
end of the year, and the one who is alive may be 
entitled to share in the accumulating income of 
the trust, the discretionary share . 


(i) of the individual or his spouse, as the case 
may be, who is alive at the end of the year is 
the accumulating income of the trust for the 
year, and 


(ii) of any other beneficiary who is a preferred 
beneficiary under the trust is nil; 


(d) where, in any case not described in paragraph 
(a), (b) or (c), the settlor of the trust may be enti- 
tled to share in the accumulating income of the 
trust and is alive at the end of the year, the discre- 
tionary share 


(i) of the settlor is the accumulating income of 
the trust for the year, and 


~ (ii) of any other beneficiary who is a preferred 
beneficiary under the trust is nil; 


(e) where, in any case not described in paragraph 
(a), (b) or (c), the spouse of the settlor of the trust 


‘may be entitled to share in the accumulating in- 


come of the trust, but the settlor may not, and the 
spouse is alive at the end of the year, the discre- 
tionary share 
(i) of the spouse is the accumulating income 
of the trust for the year, and 
(ii) of any other beneficiary who is a preferred 
beneficiary under the trust is nil; and 
(f) in any other case, the discretionary share of a 


preferred beneficiary alive at the end of the year 
is the amount obtained by dividing the accumu- 
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lating income of the trust for the year by the num- 
ber of preferred beneficiaries under the trust alive 
at the end of the year who may be entitled to 
share in the accumulating income of the trust. 


Interpretation Bulletins: IT-394R: Preferred beneficiary 


election. 
Advance Tax Ruling: ATR-30: Preferred beneficiary election on 


accumulating income of estate; ATR-34: Preferred beneficiary's 
election. 


(4) In paragraphs (3)(a) to (e), the phrase “entitled to 
share in the accumulating income of the trust” does 
not include any entitlement that arises by reason of 
the death of any individual who would otherwise be 
entitled to share in the accumulating income of the 
trust. 


Part XXIX — Scientific 
Research and Experimental 
Development 


History: The heading to Part-XXIX amended by P.C. 1986-2770, 
para. 3(a), December 11, 1986, Canada Gazette, Part II, December 
24, 1986, applicable to expenditures made in taxation years ending 
after May 23, 1985. 


Part XXIX was consolidated by the Consolidated Regulations of 
Canada, chapter 945, proclaimed in force August 15, 1979, by'P.C. 
1979-1934, July 19, 1979, Canada Gazette, Part I, August 8, 1979. 


2900. (1) For the: purposes of this Part and sections 
37 and 37.1 of the Act, “scientific research’ and ex- 
perimental development” means systematic investi- 
gation or search carried out in a field of science or 
technology by means of experiment or analysis, that 
is to say, 


(a) basic research, namely, work undertaken for 
the advancement of scientific knowledge without 
a specific practical application in view, 


(b) applied research, namely, work undertaken 
for the advancement of scientific knowledge with 
a specific practical application in view, 


(c) experimental development, namely, work un- 
dertaken for the purposes of achieving technolog- 
ical advancement for the purposes of creating 
new, or improving existing, materials, devices, 
products or processes, including incremental im- 
provements thereto, or 


(d) work with respect to engineering, design, op- 
erations research, mathematical analysis, com- 
puter programming, data collection, testing and 
psychological research where that. work is com- 
mensurate with the needs, and directly in support, 
of the work described in paragraph (a), (b) or (c), 


but does not include work with respect to 
(e) market research or sales promotion, 


(f) quality control or routine testing of materials, 
devices, products or processes, 


(g) research in the social sciences or. the 
humanities, 
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(h) prospecting, exploring or drilling for, or pro- 
ducing, minerals, petroleum or natural gas, 


(i) the commercial production of a new or im- 
proved material, device or product or the com- 
mercial use of a new or improved process, 


(j) style changes, or 
(k) routine data collection. 


Related Provisions: ITA 37(13)-— Linked work under non- 
arm’s length contract deemed to be SR&ED. 


History: Subsec. 2900(1) amended by P.C. 1995-16, subsec. 1(1), 
January 11, 1995, Canada Gazette, Part I, January 25, 1995, appli- 
cable to taxation years ending after December 2, 1992. 


That portion of s. 2900 preceding para. (a) amended and s. 2900 
renumbered as subsec: 2900(1), by P.C. 1986-2770, para. 3(a), De- 
cember 11, 1986, Canada Gazette, Part Il, December 24, 1986, ap- 
plicable to expenditures made in taxation years ending after May 
23, 1985, 


All that portion of s. 2900 preceding para. (a) substituted by P.C. 
1978-2917, s:.1, September 27, 1978, Canada Gazette, Part II, Oc- 
tober 11, 1978, effective for the period commencing with a taxation 
year ending after 1977. 

Interpretation Bulletins: See at end of Reg. 2900. 
Information Circulars: See at end of Reg. 2900. 

Application Policies: SR&ED 95-01R: Linked activities — Reg. 
2900(1)(d);; SR&ED 95-02: Science eligibility guidelines for the oil 
and gas and mining industries; SR&ED 96-02: Tests and studies re- 
quired to meet requirements in regulated industries; SR&ED 96-07: 
Prototypes, custom products, commercial assets, pilot plants and ex- 
perimental production; SR&ED 96-08: Eligibility of the preparation 
of new drug submissions; SR&ED 96-09: Eligibility of clinical tri- 
als to meet regulatory requirements. 


(2) For the purposes of clause 37(8)(a)(i)(B) and 
subclause 37(8)(a)(ii)(A)UD of the Act, the follow- 
ing expenditures are directly attributable to the pros- 
ecution of scientific research and experimental 
development: 


(a) the cost of materials consumed in such 
prosecution; 


(b) where an employee directly undertakes, su- 
pervises or supports such prosecution, the portion 
of the amount incurred for salary or wages of the 
employee that can reasonably be considered to be 
in respect of such prosecution; and: 


(c) other expenditures, or those portions of other 
expenditures, that are directly related to such 
prosecution and that would not have been in- 
curred if such prosecution had not occurred. 
History: The opening words of subsec. 2900(2) and paras. 
2900(2)(b) and (c) amended by P:C. 1995-16, subsecs. 1(2) and (3), 
January 11, 1995, Canada Gazette, Part I, January 25, 1995..The 
amendment to the opening words is applicable to taxation years 
ending after December 2; 1992; paras. 2900(2)(b) and (c) applicable 
to 1990 ef seq. 
Subsec.. 2900(2) added by P.C. 1986-2770, s. 4, December 11, 
1986, Canada Gazette, Part 11, December 24, 1986, applicable to 
expenditures made in taxation years ending after May 23, 1985. 


Selected Cases [Reg. 2900(2)]: Consoltex Inc. v. R., [1997] 2 
C.T.C. 2846 (TCC) (Cost of yarn used for scientific research fell 
within provision). 

Application Policies: SR&ED 96-01: Reclassification of 
SR&ED expenditures per subsec. 127(11.4); SR&ED 96-06: Di- 
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rectly undertaking, supervising or supporting v. “directly engaged” 
SR&ED salary and wages; SR&ED 96-07: Prototypes, custom 
products/commercial ,assets, pilot plants and experimental 
production. 


(3) For the purposes of subclause 37(8)(a)(ii)(A)UD 
of the Act, the following expenditures are directly at- 
tributable to the provision of premises, facilities or 
equipment for the prosecution of scientific research 
and experimental development: 


(a) the cost of the maintenance and upkeep of 
such premises, facilities or equipment; and 


(b) other expenditures, or those. portions of other 
expenditures, that are directly related to that pro- 
vision and that. would not have been incurred if 
those premises or facilities or that, equipment had 
_ not existed. 
History: The opening words of subsec. 2900(3) and para. 
2900(3)(b) amended by P.C. 1995-16, subsecs. .1(4) and (5), Janu- 
ary 11, 1995, Canada Gazette, Part Il, January 2); 1995> The 
amendment to the opening words is applicable to taxation years 
ending after December 2, 1992; para. 2900(3)(b) applicable to 1990 
et seq. : : 
Subsec. 2900(3) added by P.C.. 1986-2770, s: 4, December 11, 
1986, Canada Gazette, Part Il, December 24, 1986, applicable to 
expenditures made: in taxation years ending after May 23, 1985. 


(4) For the purposes of the definition “qualified ex- 
penditure” in subsection 127(9) of the Act, the pre- 
scribed proxy amount of a taxpayer for)a taxation 
year, in respect of a business, in respect of which the 
taxpayer elects under clause 37(8)(a)(ii)(B) of. the 
Act is 65% of the total of all amounts each of which 
is that portion of the amount incurred in the year by 
the taxpayer in respect of salary or wages of an em- 
ployee of the taxpayer who is directly engaged in 
scientific research and experimental development 
carried on in Canada that can reasonably be consid- 
ered to relate to the scientific research and experi- 
mental development having regard to the time spent 
by the employee on the scientific research and exper- 
imental development. 

History: Subsec. 2900(4) amended by P.C. 1995-16, subsec. 1(6), 


January 11, 1995, Canada Gazette, Part I, January 25, 1995, appli- 
cable to taxation years ending after December 2, 1992. 

Subsec,. -2900(4) added by P.C. 1986-2770, s. 4, December 11, 
1986, Canada Gazette, Part: II, December 24, 1986, applicable to 
expenditures made in taxation years ending after May 23, 1985. 
Application Policies: SR&ED 96-06: Directly undertaking, su- 
pervising or supporting Vv. “directly engaged” SR&ED salary and 
wages. 


allow the revocation provided the taxpay 
within 90 days of this release [1.e.. by September 28, 19 


Reg. 
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(5) Subject to subsections (6) to (8), where in sub- 
section (4) the portion of an expenditure is all or sub- 
stantially all of the expenditure, that portion shall be 
replaced by the amount of the expenditure. 

History: Subsec. 2900(5) added by P.C. 1995-16, subsec. 1(6), Jan- 


uary 11, 1995, Canada Gazette, Part II, January 25, 1995, applica- 
ble to taxation years ending after December 2, 1992. 


Application Policies: SR&ED 96-06: Directly undertaking, su- 
pervising or supporting v.. “directly engaged” SR&ED salary and 
wages. 


(6) The amount determined under subsection (4) as 
the prescribed proxy amount of a taxpayer for a taxa- 
tion year in respect of a business shall not exceed the 
amount, if any, by which | | 


(a) the total of all amounts deducted in computing 
the taxpayer’s income for the year from the 
business, 


exceeds the total of all amounts each of which is 


(b) an amount deducted in computing the income 
of the taxpayer for the year from the business 
under any of sections 20, 24, 36:30; 3237, 66 to 
66.8 and 104 of the Act, or 


(c) an amount incurred by the taxpayer in the 
year in respect of any outlay or expense made or 
incurred for the use of, or the right to use, a 
building other than a special-purpose building. 
History: Subsec. 2900(6) added by P.C. 1995-16, subsec. 1(6), Jan- 


uary 11, 1995, Canada Gazette, Part Il, January 25, 1995, applica- 
ble to taxation years ending after December 2, 1992. 


(7) In determining the prescribed proxy amount of a 
taxpayer for a taxation year, the portion of the 
amount incurred in the year by the taxpayer in re- 
spect of salary or wages of a specified employee of 
the taxpayer that is included in computing the total 
described in subsection (4) shall not exceed the 
lesser of 

(a) 75% of the amount incurred by the taxpayer 

in the year in respect of salary or wages of the 

employee, and 

(b) the amount determined by the formula 


B 
Dra Ak So 
365 


where 

A is the Year’s Maximum Pensionable Earnings 
(as determined under section 18 of the Can- 
ada Pension Plan) for.the calendar year in 
which the taxation year ends, and 

B is the number of days in the taxation year in 
which the employee is an employee of the 
taxpayer. 
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History: Subsec. 2900(7) added by P.C. 1995-16, subsec. 1(6), Jan- 
uary 11, 1995, Canada Gazette, Part I, January 25, 1995, applica- 
ble to taxation years ending after December 2, 1992. 


(8) Where 7 
(a) a taxpayer is a corporation, 


(b) the taxpayer employs in a taxation year end- 
ing in a calendar year an individual who is a 
specified employee of the taxpayer, 


(c) the taxpayer is associated with another corpo- 
ration (referred to as the “associated, corpora- 
tion’) in a taxation year of the associated corpo- 
ration ending im the calendar year, and 


(d) the individual is an employee of the associ- 


ated corporation in the taxation year of the asso- | 


ciated corporation ending in the calendar year, 


the total of all amounts that may be included in com- 


puting the total described in subsection (4) in respect | 
of salaries or wages of the individual by the taxpayer — 


in its taxation year ending in the calendar year and 
by all associated corporations in their taxation years 
ending in the calendar year ‘shall ‘not exceed the 
amount that is 2.5 times the Year’s Maximum Pen- 
sionable Earnings (as determined under section. 18, of 
the Canada Pension Plan) for the calendar year. 
History: Subsec. 2900(8) added by P.-C. 1995-16, subsec. 1(6), Jan- 
uary, h1, 1995, Canada Gazette, Part Il, January 25, 1995, applica- 
ble to taxation years ending after December 2, 1992. 


(9) For the purposes of subsections (4): and (7), an 
amount incurred in respect of salary or wages of an 
employee in a taxation year does not include 


(a) an amount described in section 6 or 7 of the 
Act; 


(b) an amount deemed under subsection 78(4) of 
the Act to have been incurred; 


(c) bonuses; or 
(d) remuneration based on profits. 


History: Subsec. 2900(9) added by P.C, 1995-16, subsec. 1(6), Jan- 
uary 11, 1995, Canada Gazette, Part IL, January 25, 1995, applica- 
ble to taxation years ending after December 2, 1992. 


Application Policies: SR&ED 96-06: Directly undertaking, su- 
pervising or supporting v. “directly engaged” SR&ED salary and 
wages. 


(10) For the purpose of subsection (8), 


(a) an individual related to a particular corpora- 
tion, and 


(b) a partnership any member of which is an indi- 
vidual related to a particular corporation or is a 
corporation associated with a particular corpora- 
tion, 


shall be deemed to be a corporation geet with 
the particular corporation. 
History: Subsec. 2900(10) added by P.C: 1995-16, subsec. 1(6), 


January 11, 1995, Canada Gazette, Part If, January 25, 1995, appli- 
cable to taxation years ending after December 2, 1992. 


Income Tax Regulations 


(11) The depreciable property of a taxpayer that is 
prescribed for the purposes of the definition “first 
term shared-use-equipment” in subsection 127(9) of 
the Act is 


(a) a building of the taxpayer; 


(b) a leasehold interest of the ruRpayee in a 
building; 


(c) a property of the taxpayer if, at the time it was 
acquired by the taxpayer, the taxpayer or a person 
related to the taxpayer intended that it would be 
used in the prosecution of scientific research and 

“experimental development during the assembly, 
construction or commissioning of a facility, plant 

‘or line for commercial manufacturing, commer- 
cial processing or other commercial purposes 
(other than scientific research and experimental 
development) and intended 


(i) that it would be used during its operating 
time in its expected useful life primarily for 
purposes other than scientific research and ex- 
perimental development, or 


(ii) that its value would be consumed prima- 
rily in activities other than scientific research 
and experimental development; and 


(d) part of a property of the taxpayer if hs at’ the 
time the part was acquired by the taxpayer, the 

taxpayer or a person related to the taxpayer in- 
tended that the part would be used in the prosecu- 
tion of scientific research and experimental de- 
velopment during the assembly, construction or 
commissioning ‘of a facility, plant or line for 
commercial manufacturing, commercial process- 
ing or other commercial purposes (other than sci- 
entific research and experimental development), 
and intended 


(i) that it would be used during its operating 
time in its expected useful life primarily for 
purposes other than scientific research and ex- 
perimental. development, or 


~ (ii) that its value would be consumed prima- 
rily in activities other than scientific research 
and experimental development. 


Histor [Reg. 2900(11)]: Subsec. 2900(1 1) added by :P.C; 1995- 
16, subsec. 1(6), January 11, 1995, Canada Gazette, Part Il, January 
25, 1995, applicable to property acquired after December 2, 1992. 
Application Policies: SR&ED 96-07: Prototypes, custom prod- 
ucts/commercial assets, pilot plants and experimental or 

Selected Cases [Reg. 2900]: RIS-Christie v. Ganaslon [1996] 3 


C.T.C, 2827 (TCC) (Taxpayer failed to establish that scientific re- 
search was carried on). 


Interpretation Bulletins [Reg. 2900]: IT-151R4: Scientific re- 
search and experimental development expenditures. — 


Information Circulars [Reg. 2900]: 86-4R3: Scientific research 
and experimental development; 94-2: Machinery and equipment in- 
dustry. application’ paper; 97-1: SR&ED — Administrative guide- 
lines for software development. ; rd 
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2901. Prescribed expenditures — For the pur- 
poses of paragraph 37.1(5)(c) [37.1(5)“qualified ex- 
penditure”] of the Act, a prescribed expenditure 1s 


(a) an expenditure of a current nature incurred by 
a corporation in respect of | 


(i) the general administration or management 
of a business, including 


(A) administrative salary or wages and re- 
lated benefits in respect of a person whose 
duties are not all or substantially all di- 
rected to the prosecution of scientific re- 
search and experimental development, ex- 
cept to the extent that such expenditure is 
described in subsection 2900(2) or (3),. 


(B) a legal or accounting fee, 


(C) an amount described in any of 
paragraphs 20(1)(c) to (g) of the Act, 


(D) an entertainment expense, 
(E) an advertising or selling expense, 
(F) a convention expense, 


(G) a due or fee in respect of membership 
in a scientific or technical society or or- 
ganization, and 


(H) a fine or penalty, or 


(ii) the maintenance and upkeep of premises, 
facilities or equipment to the extent that such 
expenditure is not attributable to the prosecu- 
tion of scientific research and experimental 
development, 


except any such expenditure incurred by a corpo- 
ration that derives all or substantially all of its 
revenue from the prosecution of scientific re- 
search and experimental development or the sale 
of rights in or arising out of scientific research 
and experimental development carried on by it; 


(b) an expenditure of a capital nature incurred by 
a corporation in respect of 


(i) the acquisition of property, except any such 
expenditure that was incurred for and was all 
or substantially all attributable to the prosecu- 
tion, or to the provision of premises, facilities 
or equipment for the prosecution, of scientific 
research and experimental development, or 
(ii) the acquisition of property that is qualified 
property within the meaning assigned by sub- 
section 127(9) of the Act; 


(c) an expenditure made to acquire rights in, or 
arising out of, scientific research and experimen- 
tal development; or reg 


(d) an expenditure on scientific research and ex- 
perimental development in respect of which an 
amount is deductible under section 110 of the 
Act. 
History: That portion of para. 2901(a) following cl. (i)(H) and pa- 
ras. 2901(b), (c), (d) amended, and cl. 2901(a)(i)(A) and subparas, 
2901(b)(i), (ii) substituted, by P.C. 1986-2770, paras. 3(c), (d) and 
s. 5. December 11, 1986, Canada Gazette, Part Il, December 24, 


Reg. 
S. 2902(b)(G)(B)(D 


1986, applicable to expenditures made in taxation years ending after 
May 23, 1985. 

Cl. 2901(a)(i)(C) substituted by P.C. 1986-1048, s. 2, May 1, 1986, 
Canada Gazette, Part Il, May 14, 1986, applicable to bills drawn 
after June 1984. 


S. 2901 added by P.C. 1978-2917, s. 2, September 27, 1978, Can- 
ada Gazette, Part Il, October 11, 1978, effective for the period com- 
mencing with a taxation year ending after 1977. 


Interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures. 


2902. For the purposes of the definition “qualified 
expenditure” in subsection 127(9) of the Act, a pre- 
scribed expenditure is 


(a) an expenditure of a current nature incurred by 
a taxpayer in respect of 


(i) the general administration or management 
of a business, including 


(A) administrative salary or wages and re- 
lated benefits in respect of a person whose 
duties are not all or substantially all di- 
rected to the prosecution of scientific re- 
search and experimental development, ex- 
cept to the extent that such expenditure is 
described in subsection 2900(2) or (3), 


(B) a legal or accounting fee, 


(C) an amount described in any of 
paragraphs 20(1)(c) to (g) of the Act, 


(D) an entertainment expense, 
(E) an advertising or selling expense, 
(F) a conference or convention expense, 


(G) a due or fee in respect of membership 
in a scientific or technical society or or- 
ganization, and 


(H) a fine or penalty, or 


(ii) the maintenance and upkeep of premises, 
facilities or equipment to the extent that such 
expenditure is not attributable to the prosecu- 
tion of scientific research and experimental 
development; 


(b) an expenditure of a capital nature incurred by 
a taxpayer in respect of 
(i) the acquisition of property, except any such 
expenditure that at the time it was incurred 
(A) was for first term shared-use-equip- 
ment or second term shared-use-equip- 
ment, or 


(B) was for the provision of premises, fa- 
cilities or equipment if, at the time of the 
acquisition of the premises, facilities or 
equipment, it was intended 
(I) that the premises, facilities or equip- 
ment would be used during all or sub- 
stantially all of the operating time of 
the premises, facilities or equipment in 
the expected useful life of the premises, 
facilities or equipment for the prosecu- 
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tion of scientific research and experi- 
mental development in Canada, or 


(II) that all or substantially all of the 

value of the premises, facilities or 

equipment would be consumed in the 

prosecution of scientific research and 

experimental development in Canada, 
(ii) the acquisition of property that is qualified 
property within the meaning assigned by sub- 
section 127(9) of the Act, or 


(iii) the acquisition of property that has been 
used, or acquired for use or lease, for any pur- 
pose whatever before it was acquired by the 
taxpayer, 
(c) an expenditure made to acquire rights in, or 
arising out of, scientific research and experimen- 
tal development; or 


(d) an expenditure on scientific research and ex- 
perimental development in respect of which an 
amount is deductible under section 110.1 or sec- 
tion 118.1 of the Act; or 


(e) an expenditure of a current or capital nature, 
to the extent that the taxpayer has received or is 
entitled to receive a reimbursement in respect 
thereof from 


(i) a person resident in Canada, other than 


(A) Her Majesty in right of Canada or a 
province, 


(B) an agent of Her Majesty in right of 
Canada or a province, 


(C) a corporation, commission or associa- 
tion that is controlled, directly or indirectly 
in any manner whatever, by Her Majesty 
in right of Canada or a province or by an 
agent of Her Majesty in right of Canada or 
a province, or 


(D) a municipality in Canada or a munici- 
pal or public body performing a function 
of government in Canada, or 


(ii) a person not resident in Canada to the ex- 
tent that the said reimbursement is deductible 
by the person in computing his taxable in- 
come earned in Canada for any taxation year. 
History: Cl. 2902(a)(i)(F) amended by P.C. 1995-16, subsec. 2(1), 
January 11, 1995, Canada Gazette, Part II, January 25, 1995, appli- 
cable to expenses incurred after January 25, 1995. 
That portion of para. 2902(a) after subpara. (ii) repealed by P.C. 
1995-16, subsec. 2(2), January 11, 1995, Canada Gazette, Part II, 
January 25, 1995, applicable to taxation years beginning after Feb- 
ruary 22, 1994. 
Subpara. 2902(b)(i) amended by P.C. 1995-16, subsec. 2(3), Janu- 
ary 11, 1995, Canada Gazette, Part II, January 25, 1995, applicable 
to property acquired after December 2, 1992. 
Para. 2902(d) substituted by P.C. 1994-139, s. 5, January 27, 1994, 
Canada Gazette, Part II, February 9, 1994, applicable to 1988 et 
seq. 
Subpara. 2902(b)(iii) substituted by P.C. 1988-390, s. 15, March 3, 
1988, Canada Gazette, Part Il, March 16, 1988, applicable in re- 
spect of property acquired after March 16, 1988, other than property 
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acquired after that date pursuant to the terms of an agreement in 
writing to acquire the property entered into by the taxpayer on or 
before that date. 


That portion of para. 2902(a) following cl. (i)(H) and paras. 
2902(b), (c), (d) amended, and that portion of s. 2902 preceding cl. 
(a)(i)(B) and subparas. 2902(b)(i), (ii) substituted, by P.C. 1986- 
2770, paras 3(e), (f) and s. 6, December 11, 1986, Canada Gazette, 
Part II, December 24, 1986, applicable to expenditures made in tax- 
ation years ending after May 23, 1985. 


Cl. 2902(a)(i)(C) substituted by P.C. 1986-1048, s. 3, May 1, 1986, 
Canada Gazette, Part II, May 14, 1986, applicable to bills drawn 
after June 1984. 


S. 2902 added by P.C. 1978-2917, s. 3, September 27, 1978, Can- 
ada Gazette, Part II, October 11, 1978, effective for the period com- 
mencing with the 1977 taxation year. 


Interpretation Bulletins: IT-104R2: Deductibility of fines or 
penalties; IT-151R4: Scientific research and experimental develop- 
ment expenditures. 


Application Policies: SR&ED 94-02: Expenditures of sole-pur- 
pose SR&ED performers — para. 37(8)(a) of the Act and 2902(a) 
of the Regulations. 


2903. Special-purpose buildings — For the pur- 
poses of this Part and paragraph 37(8)(d) of the Act, 
a special-purpose building is a building the working 
areas of which are designed and constructed to have 
a displacement in any direction of not more than .02 
micrometre and to have, per .028 cubic metre of in- 
terior airspace, 


(a) not more than 350 airborne particles of a size 
less than or equal to .1 micrometre in diameter 
and no airborne particles of a size greater than .1 
micrometre in diameter, 


(b) not more than 75 airborne particles of a size 
less than or equal to .2 micrometre in diameter 
and no airborne particles of a size greater than .2 
micrometre in diameter, 


(c) not more than 30 airborne particles of a size 
less than or equal to .3 micrometre in diameter 
and no airborne particles of a size greater than .3 
micrometre in diameter, or 


(d) not more than 10 airborne particles of a size 
less than or equal to .5 micrometre in diameter 
and no airborne particles of a size greater than .5 
micrometre in diameter. 

History: The opening words of s. 2903 amended by P.C. 1995-16, 


s. 3, January 11, 1995, Canada Gazette, Part I, January 25, 1995, 
applicable to taxation years ending after December 2, 1992. 


S. 2903 added by P.C. 1991-2028, October 24, 1991, Canada Ga- 
zette, Part II, November 6, 1991, applicable in respect of buildings 
that were acquired or in respect of which rental expenses were in- 
curred after 1987. 


Interpretation Bulletins: IT-151R4: Scientific research and ex- 
perimental development expenditures. 


Part XXX — Communication 
of Information 


History: The heading preceding s. 3000 of Part XXX substituted 
by P.C. 1985-465, subsec. 15(1), February 14, 1985, Canada Ga- 
zette, Part II, March 6, 1985, effective commencing March 30, 
1983. 


2208 


Part XXXII — Prescribed Stock Exchanges/Contingency Funds 


Part, XXX was consolidated by the Consolidated Regulations of 
Canada, chapter 945, proclaimed in force August 15, 1979, by P.C. 
1979-1934, July 19, 1979, Canada Gazette, Part II, August 8, 1979. 


3000. [Revoked] 


History: S. 3000 revoked by P.C. 1993-1943, December 2, 1993, 
Canada Gazette Part Il, December 15, 1993. 


Para. 3000(b) substituted by P.C. 1991-1740, September 19, 1991, 
Canada Gazette Part II, October 9, 1991. 


3001. [Revoked] 


History: S. 3001 revoked by P.C. 1993-1943, December 2, 1993, 
Canada Gazette Part Il, December’ 15, 1993. 


Para. 3001(a) substituted: by P.C. 1990-2780, s. 13, December 20, 
1990, Canada Gazette, Part II, January 16, 1991, applicable after 
March 1987. 


S. 3001. added by P.C. 1985-465, subsec. 15(2), February 14, 1985, 
Canada Gazette, Part. Il, March 6, 1985, effective commencing 
March 30, 1983. 


3002. [Revoked] 


History: S. 3002 revoked by P.C. 1993-1943, December 2, 1993, 
Canada Gazette Part If; December 15, 1993. 


S. 3002 added by P.C. 1989-1780, September 21, 1989, Canada 
Gazette, Part Il, October 11, 1989. 


3003. Prescribed laws of a province — For the 
purposes of paragraph 122.64(2)(a) of the Act, the 
following are prescribed laws of a province: 


(a) in respect of the Province of Quebec, 


(i) An Act Respecting Family Benefits, S.Q. 
1997,-c. 57, | 


(ii) An Act Respecting the Québec Pension 
Plan, R.S.Q. 1977, c. R-9; and 


(iii) An Act Respecting Income. Security, 
R.S.Q. 1977, c. S-3.1.1, as it relates to the ad- 
ditional amounts for dependent children; 


(b) in respect of the Province of Manitoba, 


(i). The Social Services Administration Act, 
C.C.S.M., c. $165, as it relates to the Child 
Related Income Support Program, 


(ii) The Social Allowances Act, C:G.S.M."¢: 
S160, as it relates to : 


(A) the Social Allowances Program, and 
(B)'the Municipal Assistance Program, and 


(iii) The Community Child Day Care Stan- 
dards Act, C.C.S.M., c. S158, as it relates to 
the Child Day Care Program; 


(c) in respect of the Province of Saskatchewan, 
(i) The Child Care Act, S.S. 1989-90, c. C-7.3, 


(ii) The Saskatchewan Assistance Act, R.S.S. 
1978, c. S-8, as it relates to 


(A) the Family Income Plan, and 
(B) the Saskatchewan Assistance Plan, and 


(iii) The Saskatchewan Income Plan Act, SS. 
1986, c. S-25.1; 


Reg. 
S. 3200(¢c) 


(d) in respect of the Province of British Colum- 
bia, the Guaranteed Available Income for Need 
Act, R.S.B.C. 1979, c. 158; and 


(e) in respect of the Province of Alberta, the So- 
cial Development Act, R.S.A. 1980, .c. S-1L6. 
History: Subpara. 3003(a)(i) amended, and subpara. (iit) added by 
P.C. 1997-1688, November 20, 1997, Canada Gazette, Part Il, De- 


cember 10, 1997, applicable to information provided after June 19, 
1997. 


Paras. 3003(d) and (e) added by P.C. 1994-1658, October 6, 1994, 
Canada Gazette, Part II, October 19, 1994. 

Subparas. 3003(b)(ii) and (iii) added by P.C. 1994-560, April 14, 
1994, Canada Gazette, Part Il, May 4, 1994, 

Subpara. 3003(a)(ii) added by P.C. 1993-538, March 23, 1993, Can- 
ada Gazette, Part Il, April 7, 1993. 


S. 3003. added by P.C. 1992-2653, December. 17, 1992, Canada Ga- 
zette, Part II, January 13, 1993, effective commencing December 
215 199%. 


3004. For. the purposes of subparagraph 
241(4)(j.1)(i) of the Act, An Act Respecting Family 
Benefits, S.Q. 1997, c. 57, is, in respect of the Prov- 
ince of Quebec, a prescribed law of a province. 


History: S. 3004 added by P.C. 1998-1121, June 18, 1998, Canada 
Gazette, Part II, July 8, 1998, in force July 1, 1998. 


Part XXX! — [Revoked] 


History: Part XXXI tevoked by P.C. 1984-3789, s. 11, November 
29, 1984, Canada Gazette, Part Il, December 12, 1984. 


Part XXXI was consolidated by the Consolidated Regulations of 
Canada, chapter 945, proclaimed in force August 15, 1979, by P.C. 
1979-1934, July 19, 1979, Canada Gazette, Part II, August 8, 1979. 


Part XXXII — Prescribed 
Stock Exchanges and 
Contingency Funds 
History: The heading for Part XXXII.amended by P.C. 1985-2277, 


s. 7, July 24, 1985, Canada Gazette, Part II, August 7, 1985, effec- 
tive November. 13, 1981. 


Part XXXII was consolidated by the Consolidated Regulations of 
Canada, chapter 945, proclaimed in force August 15, 1979, by P.C. 
1979-1934, July 19, 1979, Canada Gazette, Part II, August 8, 1979. 


3200. Stock exchanges in Canada — The fol- 
lowing stock exchanges in Canada are hereby pre- 
scribed for the purposes of paragraph 13(27)(f), 
clause 19(5)(b)(v)(C) [19(5)“Canadian newspaper or 
periodical”(e)(iii)], paragraph 47.1(28)(c), subpara- 
graph 48.1(1)(a)(ii), sections 87 and 89, subsection 
112(2.2), sections 146, 146.3, 149.1, 187.3 and 204, 
subsection 206(1) and sections 206.1 and 207.5 of 
the Act, and of the definitions “grandfathered share” 
and “term preferred share” in subsection 248(1) of 
the Act and the definition “qualified security” in sub- 
section 260(1) of the Act and paragraphs 4900(1)(b) 
and (e): 

(a) Alberta Stock Exchange; 

(b) Montreal Stock Exchange, 


(c) Toronto Stock Exchange; 
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(d) Vancouver Stock Exchange; and 
(e) Winnipeg Stock Exchange. 


Related Provisions: Canada-U.S. tax treaty, Art. 
A:5(a)(ii) — Meaning of “recognized stock exchange”. 


XXIX 


History: That portion of s. 3200 preceding para. (a) substituted by 
P.C. 1994-139, s. 6, January 27, 1994, Canada Gazette, Part II, Feb- 
ruary 9, 1994, applicable after 1985, except that the section shall be 
read: 


(a) before 1990, without reference to para. 13(27)(f) of the Act; 


(b) before 1989, without reference to cl. 19(5)(b)(v)(C) of the 
Act; 


(c) before the 1991 taxation year, without reference to subpara. 
48.1(1)(a)(i) of the Act; 


(d) before the 1986 taxation year, as if the reference to ss. 87 | 


and 89 were a reference to ss. 70, 87 and 89 of the Act; 


(e) before October 9, 1986, without reference to s..207.5 of the 
Act; ; 


(f) before April 27, 1989, without reference to the definition 
“qualified security” in subsec. 260(1) of the Act. 


That portion of s. 3200 preceding para. (a) substituted by P.C. 1989- 
1565, s. 1, August 14, 1989, ‘Canada Gazette, Part Il, August 30, 
1989, applicable after June 18, 1987. 


That portion of s. 3200 preceding para. (a) substituted by P.C. 1988- 
390, s.. 16, March 3, 1988, Canada Gazette, Part II, March 16, 1988, 
effective January 1, 1986, except that the reference to subsec. 
206(1) and s. 206.1 is applicable to periods occurring after October 
317,985. 


All that portion of-s.-3200 preceding para. (a) subsfmuted byeP:c. 
1985-2277, s. 8, July 24, 1985, Canada Gazette, Part Il, August 7, 
1985, effective November 13,.1981. 


All that portion of s. 3200 preceding para. (a) substituted by P.C. | 


1984-3789, s. 12, November 29, 1984, Canada Gazette, Part II, De- 
cember 12, 1984. 


All that portion of s. 3200 preceding para. (a) substituted by P.C. 
1981-2518, s. 1, September 16, 1981, Canada Gazette, Part I, Oc- 
tober 14, 1981, effective January 1, 1981. 


S. 3200 substituted by P.C. 1980-2225, s. 1, August 27, 1980, Can- 
ada Gazette, Part II, September 10, 1980, effective for 1977 et seq. 


S. 3200 substituted by P.C. 1980-422, February 8, 1980, Canada 
Gazette, Part Il, February 27, 1980, effective December 6, 1979. 


3201. Stock exchanges outside Canada — 
The following stock exchanges in countries other 


than Canada are hereby prescribed for the purposes © 


of paragraph 13(27)(f) and sections 149.1, 204, 


206.1 and 207.5 of the Act, and of the. definition | 


“orandfathered share” in subsection 248(1) of the 
Act and the definition “qualified security” in subsec- 
tion 260(1) of the Act: 


(a) in Australia, the Australian Stock Fxchange: 
(b) in Belgium, the Brussels Stock Exchange; 
(c) in France, the Paris Stock Exchange; 

(d) in Germany, the Frankfurt Stock Exchange, 


(e) in Hong-Kong, the Hong Kong Stock 
Exchange; 


(f) in Italy, the Milan Stock Exchange; 
(g) in Japan, the Tokyo Stock Exchange; 
(h) in Mexico, the Mexico City Stock Exchange; 


(i) in the Netherlands, the Amsterdam Stock 
Exchange; 
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(j) in New Zealand, the New Zealand Stock 
Exchange; . . 
(k) in Singapore, the Singapore Stock Exchange, 
(1) in Spain, the Madrid Stock Exchange; 
(m) in Switzerland, the Zurich Stock Exchange; 
(n) in the United Kingdom, the London Stock 
Exchange; 
(o) in the United States, 
(i) the American Stock Exchange, 
(ii) the Boston Stock Exchange, 
(iii) the Chicago Board of Options, 
(iv) the Chicago Board of Trade, 
(v) the Cincinnati Stock Exchange, 
(vi) the Intermountain Stock Exchange, 
(vii) the Midwest Stock Exchange, 
(viii) the National Association of Securities 
Dealers Automated Quotation System, 
(ix) the New York Stock Exchange, 
(x) the Pacific Stock Exchange, 
(xi) the Philadelphia Stock Exchange, and 
(xii) the Spokane Stock Exchange; and 
(p) in Ireland, the Irish Stock Exchange. 


Related Provisions: Canada-U.S. tax .treaty, Art. 
A:5(a)(ii) — Meaning of “recognized stock exchange”. 
History: Para. 3201(p) added by P.C. 1997-1145, s. 1, August 28, 
1997, Canada Gazette, Part II, September 17, 1997, applicable to 
1995 et seq. 
That portion of s. 3201 preceding para. (a) substituted by P.C. 1994- 
139, s. 7, January 27, 1994, Canada Gazette, Part II, February 9, 
1994, applicable after October 8, 1986, except the section shall be 
read: 
(a) before 1990; without reference to para. 13(27)(f) of ihe Act, 
and 
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(b) before April 27, 1989, without reference to the definition 
“qualified security” in subsec. 260(1).of the Act. 
S. 3201 substituted by P.C. 1994-101, January 20, 1994, Canada 
Gazette, Part II, February 9, 1994, applicable to 1991 er seq. 


Para. 3201(a.1) added by P.C. 1992-2334, s. 1, November 19, 1992, 
Canada Gazette, Part II, December 2, 1992, applicable to 1991 er 
Seq. 

That portion of s. 3201 preceding para. (a) substituted by P:C. 1989- 
1565, s. 2, August 14, 1989, Canada Gazette, Part II, b: August 30, 
1989, applicable after June 18, 1987. 

Subpara. 3201(c)(vi.l) added by P.C. 1989-150, February 9, 1989, 
Canada Gazette, Part II, March 1, 1989, applicable after 1988. 
That portion of s. 3201 preceding para, (a) substituted by P.C. 1988- 
390, s. 17, March 3, 1988, Canada Gazette, Part I, March 16, 1988, 
effective January 1, 1986, except that the reference to s. 206.1 is 
applicable to periods occurring after October 31, 1985. 

That portion of s.3201 preceding para. (a) substituted by P.C. 1986- 
1048, s. 4, May 1, 1986, Canada Gazette, Part II, May 14, 1986, 
applicable to taxation years commencing after 1983. 

All that portion of s. 3201 preceding para. (a) substituted by P.C. 
1981-2518, s..3, September 16, 1981, Canada Gazette, Part II, Oc- 
tober 14, 1981, effective January 1, 1981. 


3202. Contingency funds — For the purposes of 
subparagraph 47.1(1)(1)(i) of the Act [repealed], the 
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National, Contingency Fund is a prescribed contin- 
gency fund. ) 
History: S. 3202,added by, P.C. 1985-2277, s. 9, July 24, 1985, 


Canada Gazette, Part I], August 7, 1985, effective November 13, 
1981. 


Part XXXIIl — Tax Transfer 
Payments 


History: Part XXXIII was consolidated by the Consolidated Regu- 
lations of Canada,, chapter, 945, proclaimed in. force August 15, 
1979, by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, 
August 8, 1979. 


3300. For the purposes of subsection 154(2) of the 
Act, a rate of 45 per cent is hereby prescribed. 


Part XXXIV — International 
Development Assistance 
Programs. 


History: Part XXXIV was consolidated by the Consolidated Regu- 
lations of Canada, chapter 945; proclaimed in force August. 15, 
1979, by P.C, 1979-1934, July 19, 1979, Canada Gazette, Part II, 
August 8, 1979, 


3400. For the purposes of paragraphs 122.3(1)(a) 
and 250(1)(d) of the Act, each international develop- 
ment assistance program. of the Canadian Interna- 
tional. Development Agency, that, is financed with 
funds (other than loan assistance funds) provided 
under External Affairs Vote 30a, Appropriation Act 
No. 3, 1977-78, or another vote providing for such 
financing, is hereby prescribed as an international 
development assistance program of the Government 
of Canada. 


History: S. 3400 substituted by 1985-2277, s. 10, July 24, 1985, 
Canada Gazette, Part Il, August 7, 1985, applicable to 1984 er seq. 


Selected Cases [s. 3400]: Bell v. Canada, [1996] 2 C.T.C, 2191 
(TCC) (Shifting onus of proving program qualified to Minister). 


Interpretation Bulletins: IT-497R3: Overseas employment tax 
credit. 


Part XXXV — Receipts for 
Donations and Gifts 


History: Part XXXV was consolidated by the Consolidated Regu- 
lations of Canada, chapter 945, proclaimed in force ‘August 15, 
1979, by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part I, 
August 8, 1979. 


Interpretation Bulletins: IT-110R3: Gifts and official donation 
receipts; I'T-171R2: Non-resident individuals — computation of tax- 
able income earned in Canada and non-refundable. tax. credits, I'T- 
226R: Gift to a charity of a residual interest in real property or an 
equitable interest in a trust; IT-288R2: Gifts of tangible capital 
properties to a charity and others; [T-504R2: Visual artists and 
writers. 


Information Circulars: 80-10R: Registered charities: operating a 
registered charity. 


3500. Interpretation — In this Part, 


Reg. 
S. 350101) 


“employees’ charity trust” means a registered char- 
ity that is organized for the purpose of remitting, to 
other registered charities, donations that are col- 
lected from employees by an employer; 


History: “Employees” charity trust” substituted by P.C,, 1994-139, 
s. 8, January 27, 1994, Canada Gazette, Part II, February 9, 1994, 
applicable to 1986 et seq. 


“official receipt’? means a receipt for the purposes 
of subsection 110.1(2) or (3) or 118.1(2), (6) or (7) 
of the Act, containing information as required by 
section 3501 or 3502; | 


History: “Official receipt” substituted by P.C. 1994-139, s. 8, Janu- 
ary 27, 1994, Canada Gazette, Part II, February 9, 1994, applicable 
to 1988 ef seq. 


“official receipt form” means any printed form that 
a registered organization or other recipient of a gift 
has that is capable of being completed, or that origi- 
nally was intended to be completed, as an official re- 
ceipt by it; and 


“other recipient of a gift” means a person, to whom 
a gift is made by a taxpayer, referred to im any of 
subparagraphs 110.1(1)(a)(iil) to (vii), paragraphs 
110.1(1)(b) and (c), subparagraph 110.1(3)(a)(i), 
paragraphs (c) to (g) of the definition “total charita- 
ble gifts” in subsection 118.1(1), the definition “total 
Crown gifts” in subsection 118.1(1), paragraph (b) 
of the definition “total cultural gifts” in subsection 
118.1(1) and paragraph 118.1(6)(b) of the Act; 


History: “Other recipient of a gift” substituted by P.C. 1994-139, s. 
8, January 27, 1994, Canada Gazette, Part Il, February 9, 1994, ap- 
plicable to 1988 ef seq. except that in its application before Decem- 
ber 12, 1988 the reference to “paragraph (b) of the definition “total 
cultural gifts” ” shall be read as “‘paragraph (c) of the definition “to- 
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tal cultural gifts” ”. 


“registered organization” means a registered char- 
ity, a registered Canadian amateur athletic associa- 
tion or a registered national arts service organization. 


History: “Registered organization” substituted by P.C. 1994-139, s. 
8, January 27, 1994, Canada Gazette, Part Il, February 9, 1994, ap- 
plicable to 1988 et seq except that before July 14, 1990, it shall be 
read as follows: 


“registered organization” means a registered charity or a reg- 
istered Canadian amateur athletic association. 


“Official receipt” substituted by P.C. 1988-390, s. 18, March iy 
1988, Canada Gazette, Part Il, March 16, 1988, applicable with re- 
spect to gifts made after 1984. 


“Official receipt” and “other recipient of a gift” substituted by. P.C. 
1986-1048, s. 5, May 1, 1986, Canada Gazette, Part Il; May 14, 
1986, applicable to gifts made after February 15, 1984. 

Heading to Part XXXV, “official receipt”, “official receipt form”, 
substituted, and “other recipient of a gift” added by P.C. 1981-841, 
s. 1, subsecs. 2(1)-(3), March 26, 1981, Canada Gazette, Part II, 


April 8, 1981, applicable with respect to gifts made after 1980. 


3501. Contents of receipts — (1) Every official 
receipt issued by a registered organization shall con- 
tain a statement that it is an official receipt for in- 
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come tax purposes, and shall'show clearly, in such a 
manner that it cannot readily be altered, 


(a) the name and address in Canada of the organi- 
zation as recorded with the Minister; 


(b) the registration number assigned by the Min- 
ister to the organization; 


(c) the serial number of the receipt; 


(d) the place or locality where the receipt was 
issued; 

(e) where the donation is a cash donation, the day 
on which or the year during which the donation 
was received; 


(e.1) where the donation is a gift of property 
other than cash 


(i) the day on which the donation was 
received, 


(ii) a brief description of the property, and 


(iii) the name and address of the appraiser of 
the property if an appraisal is done; 


(f) the day on which the receipt, was issued where 
that day differs from the day referred to in pater 
graph (e) or (e.1); 
(g) the name and address of the donor including, 
in the case’of an individual, his first name and 
initial; 
(h).the amount that is 

(i) the amount of a cash donation, or 


(ii) where the donation is a gift of property 
other than cash, the amount that is the fair 
market value of the property at the time that 
the gift was made; and 


(i) the signature, as provided in subsection (2) or 
(3), of a responsible individual who has been au- 
thorized by the organization to acknowledge 
donations. 


(1.1) Every official receipt issued by another recipi- 
ent of a gift shall contain a statement that it is an 
official receipt for income tax purposes and_ shall 
show clearly in such a manner that it cannot readily 
be altered, 


(a) the name and address of the other recipient of | 


the gift; 
(b) the serial number of the receipt; 


(c) the place or locality where the receipt was 
issued; 


(d) where the donation is a cash donation, the day 
on which or the year during which the donation 
was received; 


(e) where the donation is.a gift of property other 
than cash, 


(i). the day. on which the donation was 
received, 


(ii) a brief description of the property, and 
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(iii) the name and address of the appraiser of 
the property if an appraisal is done; 


(f) the day on which the receipt was issued where 
that day differs from the day referred to in para- 
graph (d) or (e); 

(g) the name and address of.the donor including, 
in the case of an are his first name and 
initial; 


(h) the amount Wear iS 
(i) the amount of a cash donation, or 


(ii) where the donation is a gift of property 
other than cash, the amount that is the fair 
market value of the property at the time. that 
the gift was made; and 


(i) the signature, as provided in subsection (2) or 
(3.1),..of a responsible individual who .has been 
authorized by the other Baits of the ait to ac- 
knowledge donations. — 


Information Circulars: 84-3R4: Gifts in right of Canada. 


(2) Except as provided in subsection (3) or (3.1), 
every official receipt shall be signed personally by 
an individual referred to in paragraph (1)(i) or 


(1.1)Q). 


(3) Where all official receipe forms of:a regimens 
organization are 


(a) distinctively imprinted with the name, address 
in Canada and registration number of the 
organization, 


(b) serially numbered by a printing press or num- 
bering machine, and 


(c) kept at the place referred to. in: eae cation 
230(2) of the Act until completed as an official 
receipt, 


the official rebaipts may bear a fdesinhibe signature: 


(3.1) Where all official receipt forms of another re- 
cipient of the gift are 


(a) distinctively imprinted with the name and ad- 
dress of the other recipient of the gift, 


(b) serially numbered by a printing press.or-num- 
bering machine, 


(c) if applicable, kept at a place referred to in 
subsection 230(1) of the Act until ‘completed as 
an official receipt, 


the official receipts may bear a facsimile signature. 


(4) An official receipt issued to replace an official 
receipt previously issued shall show clearly that it re- 
places the original receipt and, in addition to its own 
serial number, shall show the serial number of the 
receipt originally issued. 


(5) A spoiled official receipt form shall be marked 
“cancelled” and such form, together with the dupli- 
cate thereof, shall be retained by the registered or- 
ganization or the other cy ilie 2 ot a oe as deat of 
its records. 


2212 


Part XXXVI — Reserves for Surveys 


(6) Every official receipt form on which 
(a) the day on which the donation was received, 


(b) the year during which the donation was re- 
ceived, or 


(c) the amount of the donation, 


was incorrectly or illegibly entered shall be regarded 
as spoiled. 

History: Paras. 3501(1)(e), (f), (h), subsecs. 3501(2), (5) substi- 
tuted, subsecs. 3501(1.1), (3.1) added by P.C. 1981-841, s. 3, March 


27, 1981, Canada Gazette, Part Il, April 8, 1981, applicable with 
respect to gifts after 1980. 


3502. Employees’ charity trusts — Where 
(a) a registered organization 
(i) is an employees’ charity trust, or 


(ii) has appointed an employer as agent for the 
purpose of remitting, to that registered organi- 
zation, donations that are collected by the em- 
ployer from the employer’s employees, and 


(b) each copy of the return required by section 
200 to be filed for a year by an employer of em- 
ployees who donated to the registered organiza- 
tion in that year shows 


(i) the amount of each employee’s donations 
to the registered organization for the year col- 
lected by the employer, and 


(ii) the registration number assigned by the 
Minister to the registered organization, 


section 3501 shall not apply and the copy of the por- 
tion of the return, relating to each employee who 
made a donation to the registered organization in that 
year, that is required by section 209 to be distributed 
to the employee for filing with the employee’s in- 
come tax return shall be an official receipt. 

History: S. 3502 substituted by P.C. 1994-139, s. 10, January 27, 
1994, Canada Gazette, Part II, February 9, 1994, applicable to 1986 
el seq. 


3503. Universities outside Canada — For the 
purposes of subparagraph 110.1(1)(a)(vi) and para- 
graph (f) of the definition “total charitable gifts” in 
subsection 118.1(1) of the Act, the universities 
outside Canada named in Schedule VIII are hereby 
prescribed to be universities the student body of 
which ordinarily includes students from Canada. 


Reiated Provisions: Canada-U.S. tax treaty, Art. XXI:6 — Gifts 
to U.S. universities. 


History: S. 3503 amended by P.C. 1990-1332, s. 1, June 28, 1990, 
Canada Gazette, Part II, July 18, 1990, applicable to 1988 ef seq. 


3504. Prescribed donees — For the purposes of 
subparagraph 110.1(3)(a)(ii) and paragraph 
118.1(6)(b) of the Act, The Nature Conservancy, a 
charity established in the United States, is a pre- 
scribed donee. 

History: S. 3504 substituted by P.C. 1994-139, s. 11, January oy 
1994, Canada Gazette, Part II, February 9, 1994, applicable to 1988 


et seq. 
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S. 3504 added by P.C. 1986-1048, s. 6, May 1, 1986, Canada Ga- 
zette, Part II, May 14, 1986, applicable to gifts made after February 
15, 1984. 


Interpretation Bulletins: Regs. 3500-3504 — See at beginning 
of Part XXXV. 


Information Circulars: Regs. 3500-3504 — See at beginning of 
Part XXXV. 


Part XXXVI — Reserves for 
Surveys 


History: Part XXXVI was consolidated by the Consolidated Regu- 
lations of Canada, chapter 945, proclaimed in force August 15, 
1979, by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, 
August 8, 1979. 


3600. (1) For the purpose of paragraph 20(1)(0) of 
the Act, the amount hereby prescribed is 


(a) for the third taxation year preceding the taxa- 
tion year during which a survey is scheduled to 
occur, the amount that is '/s of the estimate of the 
expenses of the survey; 


(b) for the second taxation year preceding the tax- 
ation year during which a survey is scheduled to 
occur, the amount that is '/2 of the estimate of the 
expenses of the survey; 


(c) for the first taxation year preceding the taxa- 
tion year during which a survey is scheduled to 
occur, the amount that is */,of the estimate of the 
expenses of the survey; and 


(d) for the taxation year during which a survey is 
scheduled to occur, if the quadrennial or other 
special surveys have not, at the end of the year, 
been completed to the extent that the vessel is 
permitted to proceed on a voyage, the amount re- 
maining after deducting from the estimate of the 
expenses of the survey the amount of expenses 
actually incurred in the year in carrying out the 
survey. 


(2) In this section, 


“classification society” means a society or associa- 
tion for the classification and registry of shipping ap- 
proved by the Minister of Transport under the Can- 
ada Shipping Act. 


“estimate of the expenses of survey” means a fair 
and reasonable estimate, made by a taxpayer at the 
time of filing his return of income for the third taxa- 
tion year preceding the taxation year in which a 
quadrennial survey is scheduled to occur, of the 
costs, charges and expenses which might be ex- 
pected to be necessarily incurred by him by reason 
of that survey and in respect of which he does not 
have or possess nor is he likely to have or possess 
any right of reimbursement, recoupment, recovery Or 
indemnification from any other person or source, 


“inspector” means a steamship inspector appointed 
under Part VIII of the Canada Shipping Act. 
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“quadrennial survey” means a periodical survey, 
not being an annual survey nor a survey coinciding 
as to time with the construction of a vessel, in accor- 
dance with the rules of a classification society or, an 
extended inspection, not being an annual inspection 
nor an inspection coinciding as to time with the con- 
struction of a vessel, pursuant to the provisions of 
the Canada Shipping Act, and the regulations 
thereunder; 


“survey” means the drydocking of a vessel, the ex- 
amination and inspection of its hull, boilers, machin- 
ery, engines and equipment by an inspector or a sur- 
veyor and everything done to such vessel, its hull, 
boilers, machinery, engines and equipment pursuant 
to an order, requirement or recommendation given or 
made by the inspector or surveyor as the result of the 
examination and inspection so that a safety and in- 
spection certificate might be issued in respect of the 
vessel pursuant to the provisions of the Canada 
Shipping Act, and the regulations thereunder or, as 
the case may be, so that the vessel might be entitled 
to retain the character assigned to it in the registry 
book of a classification society; 


“surveyor” means a surveyor to a classification 
society. 


Part XXXVII — Charitable 
Foundations 


History: Part XXXVII (ss. 3700-3702) added by P.C. 1987-2236, 
s. 1, October 29, 1987, Canada Gazette, Part Il, November 11, 
1987, applicable with respect to taxation years commencing after 
1983. 


History [former Part XXXVII]: Former Part XXXVII (Social 
Assistance Payments) was revoked by P.C. 1984-3789, s. 13, No- 
vember 29, 1984, Canada Gazette, Part II, December 12, 1984, ap- 
plicable to 1982 et seq. 


Former Part XX XVII was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 
Boa OTP: 


3700. interpretation — In this Part, 


“charitable foundation” has the meaning assigned 
by paragraph 149.1(1)(a) [149.1(1)“charitable foun- 
dation’’] of the Act; 


‘“imited-dividend housing company” means a lim- 
ited-dividend housing company described in para- 
graph 149(1)(n) of the Act; 


‘non-qualified investment” has the meaning as- 
signed by paragraph 149.1(1)(e.1) [149.1(1)“non- 
qualified investment] of the Act; 


‘prescribed stock exchange” means a stock ex- 
change referred to in Part XXXII; 


“taxation year’ has the meaning assigned by para- 
graph 149.1(1)() [149.1(1)“taxation year’] of the 
Act. 
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3701. Disbursement quota — (1) For the pur- 
poses of clause 149.1(1)(e)(iv)(A) [149.1(1)“dis- 
bursement quota”D] of the Act, the prescribed 
amount referred to therein for a taxation year of a 
charitable foundation shall be determined in accor- 
dance with the following rules: 


(a) choose a number, not less than two and not 
more than eight, of equal and consecutive periods 
that total twenty-four months and that end imme- 
diately before the beginning of the year, 


(b) aggregate for each period chosen under para- 
graph (a) all amounts, each of which is the value, 
determined in accordance with section 3702, of 
property or a portion thereof owned by the foun- 
dation, and not used directly in charitable activi- 
ties or administration, on the last day of the 
period; 

(c) aggregate all amounts, each of which is the 
aggregate of values determined for each period 
under paragraph (b); and 

(d) divide the aggregate amount determined 
under paragraph (c) by the number of periods 
chosen under paragraph (a). 


(2) For the purposes of subsection (1) and subject to 
subsection (3), 


(a) the number of periods chosen by a charitable 
foundation under paragraph (1)(a) shall, unless 
otherwise authorized by the Minister, be used for 
the taxation year and for all subsequent taxation 
years; and 


(b) a charitable foundation shall be deemed to 
have existed on the last day of each of the periods 
chosen by it. 


(3) The number of periods chosen under paragraph 
(1)(a) may be changed by the foundation for its first 
taxation year commencing after 1986 and the new 
number shall, unless otherwise authorized by the 
Minister, be used for that taxation year and all subse- 
quent taxation years. 


3702. Determination of value — (1) For the pur- 
poses of subsection 3701(1), the value of property or 
a portion thereof owned by a charitable foundation, 
and not used directly in charitable activities or ad- 
ministration, on the last day of a period shall be de- 
termined as of that day and shall be 


(a) in the case of a non-qualified investment, the 

greater of its fair market value on that day and its 

cost amount to the foundation; 

(b) subject to paragraph (c), in the case of prop- 

erty other than a non-qualified investment that is 
(i) a share of a corporation that is listed on a 
prescribed stock exchange, the closing price 
or the average of the bid and asked prices of 
that share on that day or, if there is no closing 
price or bid and asked prices on that day, on 
the last preceding day for which there was a 
closing price or bid and asked prices, 
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(ii) a share of a corporation that is not listed 
on a prescribed stock exchange, the fair mar- 
ket value of that share on that day, 


(111) an interest in real property, the fair mar- | 


ket value on that day of the interest less the 
amount of any debt of the foundation incurred 
in respect of the acquisition of the interest and 
secured by the real property or the interest 
therein, where the debt bears a reasonable rate 
of interest, 


(iv) a contribution that is the subject of a 
pledge, nil, 


(v) an interest in property where the founda- 
tion does not have the present use or enjoy- 
ment of the interest, nil, 


(vi) a life insurance policy, other than an an- 
nuity contract, that has not matured, nil, and 


(vii) a property not described in any of. sub- 
paragraphs (i) to (vi), the fair market value of 
the property on that day; and 


(c) in the case of any property described in para- 
graph (b) 


(i) that is owned in connection with the chari- 
table activities of the foundation and is a share 
of a limited-dividend housing company or a 
loan, . 


(ii) that has ceased’to be used for charitable 
purposes and is being held pending disposi- 
tion or for use in charitable activities, or 


(iii) that has been acquired for use in charita- 
ble activities, 


the lesser of the fair market value of the property 
on that day and an amount determined by the 
formula 


where 


A is the income earned on the property in the pe- 
riod, and 


Bis the number of months in the period. 


(2) For the purposes of subsection (1), a method that 
the Minister may accept for the determination of the 
fair market value of property or.a portion thereof on 
the last day of a period is an independent appraisal 
made 


(a) in the case of property described in subpara- 
graph (1)(b)(i1) or (iii), not more than three years 
before that day; and 


(b) in the case of property described in paragraph 


(1)(a), subparagraph (1)(b)(vil) or paragraph 
(1)(c), not more than one year before that day. 


Reg. 
S. 3900(2) ine 


Part XXXVIII — Social 
Insurance Number 
Applications 


History: Part XX XVIII was consolidated by the Consolidated Reg- 
ulations of Canada, chapter 945, proclaimed in force August 15, 
1979, by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part I, 
August 8, 1979. i 


3800. Every individual who 1s required by subsec- 
tion 237(1) of the Act to apply to the Minister of 
Human Resources Development for assignment to 
him of a Social Insurance Number shall do so by de- 
livering or mailing to the local office of the Canada 


| Employment Insurance Commission nearest to the 


individual’s residence, a completed application in 
the form prescribed by the Minister for that purpose. 
History: S. 3800 amended by 1996, c. 11, ss. 96 and 100, to substi- 
tute “Minister of Human Resources Development” for “Minister of 
National Health and Welfare”, and substitute “Canada Employment 
Insurance Commission” for “Canada Employment and Immigration 
Commission”, in force July 12, 1996. 

Information Circulars: 82-2R2: SIN legislation that relates to the 
preparation of information. slips. 


Part XXXIX — Mining Taxes 
on Income 


History: Part XXXIX (s. 3900) added by P.C. 1978-1315, s. 13, 
April 20, 1978, Canada Gazette, Part HI, May 10, 1978. 


3900. (1) In computing his income for a taxation 
year, a taxpayer may deduct, under paragraph 
20(1)(v) of the Act, an amount equal to the lesser of 


(a) the aggregate of the taxes paid, in respect of 
his income derived from mining operations in a 
province for the year, 

(i) to the province, and 
(ii) to a municipality in the province in lieu of 
taxes on property or any interest in property 
(other than his residential property or any in- 
terest therein); and 


(b) that proportion of such taxes. that his income 
derived from mining operations in the province 
for the year is of his income in respect of which 
the taxes were so paid. 


(2) In this section, 


“income derived from mining operations” in a 
province for a taxation year by a taxpayer means, 


(a) where the taxpayer has no source of income 
other than mining operations, the amount that 
would otherwise be his income for the year if no 
amount had been deducted in computing his in- 
come under paragraph 20(1)(v) of the Act or par- 
agraph 1100(1)(g) of these Regulations, and 

(b) in any other case, the amount that would oth- 
erwise be his income for the year if no amount 
had been deducted in computing his income 
under paragraph 20(1)(v) of the Act or paragraph 
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1100(1)(g) of these Regulations, minus the aggre- 
gate of 


(i) his income for the year from all sources 


other than mining, processing and sale of min- — 


eral ores, minerals and products produced 
therefrom, and 


(ii) an amount equal to eight per cent of the 
original cost to him of properties described in 


Schedule II used by him in the year in the — 


processing of mineral ores, minerals or prod- 
ucts derived therefrom or, if the amount so de- 
termined is greater than 65 per cent of the in- 
come remaining after deducting the amount 
determined under subparagraph (i), 65 per 
cent of the income so. remaining or, if the 
amount so determined is less than 15 per cent 
of the income so remaining, 15 per cent of the 
income so remaining; 


“mine” includes any work or undertaking in which 
mineral ore is extracted or produced, including a 
quarry; 


“mineral ores” includes all aihpreleseal minerals or 
mineral bearing substances; 


“minerals” means minerals other than minerals ob- 
tained from a mineral resource but does not include 
petroleum, natural gas or related hydrocarbons; 


“mining operations” means the extraction or pro- 
duction of mineral ore from or in any mine or its 
transportation to or over any part of the distance to 
the point of egress from the mine, including process- 
ing thereof prior to or in the course of such transpor- 
tation but not including any processing thereof after 
removal from the mine; 


“processing” as applied to mineral ores includes all 
forms of beneficiation, smelting and refining, trans- 
portation and distributing but does not include any of 
these operations that are performed with respect to 
mineral ore before it is removed from the mine. 


(3) Nothing in this section shall be construed as al- 
lowing a taxpayer to deduct an amount in respect of 
taxes imposed under a statute or bylaw that is not 
restricted to the taxation of persons engaged | in min- 
ing operations. 


Part XL — Borrowed Money 
Costs 


History: Part XL was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 
8, 1979. 


4000. [Revoked] 


History: S. 4000 and heading revoked by P.C. 1981-744, March 
19, 1981, Canada Gazette, Part II, April 8, 1981, effective in re- 
spect of taxation years ending after December 11, 1979. 

Heading to s. 4000 added by P.C. 1979-236, s. 1, February 1, 1979, 
Canada Gazette, Part 1, February 28, 1979. 


Income Tax Regulations 


4001. Interest on insurance policy loans — 
For the purposes of subsection 20(2.1) of the Act, 
the amount of interest to be verified by the insurer in 
respect of a taxpayer shall be verified in prescribed 
form no later than the last day on which the taxpayer 
is required to file his return of income under section 
150 of the Act for the taxation year in respect of 
which the interest was paid. 


History: S: 4001 substituted by P:C. 1984-776, March 8, 1984, 
Canada Gazette; Part Il, March 21, 1984, applicable to, taxation 
years ending after 1983. 


S. 4001 substituted by P.C. 1979-1726, June 21, 1979, Canada Ga- 
zette, Part Il, July 11, 1979, effective in respect of 1978 ef seq. 


S. 4001 added by P.C. 1979-236, February 1,°1979, Canada Ga- 
zette, Part Il, February 28, 1979, substituted by P.C. 1979-1726, 
June 21, 1979, Canada Gazette, Part Il, July 11, 1979, effective in 
respect of 1978 et seq. 


Forms: T2210: Verification of policy lone interest by the insurer. 


Part XLI — Representation 
Expenses 


History: Part XLI was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 
8; 1979: 


4100. For the purposes of subsection 20(9) of the 
Act, an election shall be made by filing with the 
Minister the following documents in duplicate: 


(a) a letter from the taxpayer specifying the 
amount in respect of which the election is being 
made; and 


(b) where the taxpayer is a corporation, a certi- 
fied copy of the resolution of the directors author- 
izing the election to be. made. 


Part XLII — Valuation of 
Annuities and Other 
Interests 


History: Part XLII was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part If, August 
8, 1979. 


4200. For the purposes of subparagraph 115E(f)(i) of 
the former Act (within the meaning assigned by par- 
agraph 8(b) of the Income Tax Application Rules), 
the value of any income right, annuity, term of years, 
life or other similar estate or interest in expectancy 
shall be determined in accordance with the rules and 
standards, including standards as to mortality and in- 
terest, as are prescribed by the Estate Tax Regula- 
tions pursuant to the provisions of subparagraph 
58(1)(s)(i) of the Estate Tax Act. 


History: S. 4200 amended by P.C. 1994-1817, s. 48, November 1, 
1994, Canada Gazette, Part Il, November 30, 1994: 
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Part XLIIl — Interest Rates 


History: Part XLIII (ss. 4300, 4301) substituted by P.C. 1987- 
2251, s. 1, November 6, 1987, Canada Gazette, Part Il, November 
25, 1987, applicable with respect to any interest to be calculated in 
respect of a period after 1983. 


Part XLIII was consolidated by the Consolidated Regulations. of 
Canada, chapter 945, proclaimed in force August 15, 1979, by P.C. 
1979-1934, July 19, 1979, Canada Gazette, Part II, August 8, 1979. 


4300. Interpretation — For the purposes of this 
Part, “quarter” means any of the following periods in 
a calendar year: 


(a) the period beginning on January | and ending ~ 


on March 31; 


(b) the period beginning on April | and ending on 
June 30; 


(c) the period beginning on July 1 and ending on 
September 30; and 


(d) the period beginning on October 1 and ending 
on December 31. 


Interpretation Bulletins: [T-421R2: Benefits to individuals, cor- 
porations and shareholders from loans or debt. 


History [former Reg. 4300]: Subsec. 4300(11) added by P.C. 
1986-1048, s. 7, May 1, 1986, Canada Gazette, Part Il, May 14, 
1986, applicable to taxation years commencing after 1983. 


Subsecs. 4300(9) and (10) added by P.C. 1985-2277, s. 11, July 24, 
1985, Canada Gazette, Part Il, effective as to subsec. 4300(9) com- 
mencing July 1, 1983 and as to subsec. 4300(10) commencing, Oc- 
tober 1, 1983. 


Paras. 4300(1)(1),. (2)G), (3)(h), (4)(k), (5)(h), (6)(h), (7)(e) and sub- 
sec. 4300(8) substituted, and paras. 4300(1)(m), (2)(k), (3)(), (4)(1), 
(5)(i), (6)(i), (7)(f) added by P.C. 1984-1551, May 10, 1984, Can- 
ada Gazette, Part II, May 30, 1984, effective January 1, 1984. 


Subsecs. 4300(7) and (8) added by P.C. 1983-1643, s. 1, June 2, 
1983, Canada Gazette, Part I, June 22, 1983; subsec. 4300(7) ef- 
fective from January 1, 1982 and subsec. 4300(8) effective from 
April 29, 1983. : 


Paras. 4300(1)(k), (2)(4), 3)(g), (4)G), (5)(g) and (6)(g) substituted, 
and paras. 4300(1)(1), (2)(), (3)(h), (4)(k), (5)(h) and (6)(h) added 
by P.C. 1983-740, March 10, 1983, Canada Gazette, Part Il, March 
23, 1983, effective April 1, 1983. $f: 


Paras. 4300(1)(j), (2)(h), 3), (4G), (5)0), (6)(f) substituted, and 
paras. 4300(1)(k), (2)(i), (3)(g). (4)G), (S\(g), (6)(g) added by P.C. 
1982-3810, December 9, 1982, Canada Gazette, Part II, December 
22, 1982, effective January 1, 1983. 


Paras. 4300(1)(i), (2)(g), (3)(e), (4)(h), (5)(e), (6)(e) substituted, and 
paras. 4300(1)(@), (2)(b),. (3)(), (0), (5)(f), (6)(f) added by P.C. 
1982-1742, June 10, 1982, Canada Gazette, Part Il, June 23, 1982, 
effective July 1, 1982. 


Paras. 4300(1)(h), (2)(f), (3)(d), (4)(g), (S)(0), (6)(d) substituted and 
paras. 4300(1)(i), (2)(g), 3)(e), (4)(h), (5)(e), (6)(e) added by P.C. 
1982-772, March 11, 1982, Canada Gazette, Part II, March 24, 
1982, effective April 1, 1982. 


Paras. 4300(1)(g), (2)(e), (3)(c), (4)(f), (S)(C), (6)(C) substituted and 


paras. 4300(1)(h), (2)(f), (3)(d), (4)(g), (5), (6)(d) added by P.C. 
1981-3593, December 17, 1981, Canada Gazette, Part II, January 
13, 1982, effective January 1, 1982. 


Paras. 4300(1)(f), (2)(d), (3)(b), (4)(e), (5)(d), (6)(b) substituted, pa- 
ras. 4300(1)(g), (2)(e), (3)(c), (4), (5)(c), (6)(c) added by P.C. 
1980-3285, s. 1, December 4, 1980, Canada Gazette, Part II, De- 
cember 24, 1980, effective January 1, 1981; paras. (6)(b), (c) effec- 
tive for 198 ler seq. 
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Paras. 4300(1)(e), (2)(c), (4)(d) and subsees. 4300 (3), (5), (6) sub- 
stituted, and paras. 4300(1)(f), (2)(d), (4)(e) added by P.C. 1979- 
3410; December 13, 1979, Canada Gazette, Part Il, December 26, 
1979, effective January 1, 1980; subsec. 4300(6) effective for 1980 
et seq. ey 0 

Paras. 4300(1)(d), (e) substituted for para. 4300(1)(d) by P.C. 1978- 
3629, subsec. 2(1), November 30, 1978, Canada Gazette, Part II, 
December 13,1978, effective January 1, 1979. 


Paras. 4300(2)(b), (c) substituted for para. 4300(2)(b) by P.C. 1978- 
3629, subsec. 2(2), November 30, 1978, Canada Gazette, Part I, 
December 13, 1978, effective January 1, 1979. 


Paras. 4300(4)(c), (d) substituted for para,.4300(4)(c) by P.C. 1978- 
3629, subsec,. 2(3); November 30, 1978, Canada Gazette, Part II, 
December 13, 1978, effective January 1, 1979. ; 

Subsecs. 4300(5), (6) added by P.C. 1978-3629, subsec. 2(4), No- 
vember 30, 1978, Canada Gazette, Part Il, December 13,, 1978, 
subsec. 4300 (5) effective January 1, 1979, subsec. 4300(6) applica- 
ble to 1979 et seq. 


4301. Prescribed rate of interest — Subject to 
section 4302, for the purposes of 


~ (a) every provision of the Act that requires inter- 
est at a prescribed rate to be paid to the Receiver 
General, the prescribed rate in effect during any 
particular quarter is the total of 


(i) the rate that is the simple arithmetic mean, 
expressed as a percentage per year and 
rounded to the next higher whole percentage 
where the mean is not a whole percentage, of 
all amounts each of which is the average 
equivalent yield, expressed as a percentage 
per year, of Government of Canada Treasury 
Bills that mature approximately three months 
after their date of issue and that are sold at 
auctions of Government of Canada Treasury 
Bills during the first month of the quarter pre- 
ceding the particular quarter, and 
(ii) 4 per cent; 
(b) every provision of the Act that requires inter- 
est at a prescribed rate to be paid or applied on an 
amount payable by the Minister to a taxpayer, the 
prescribed rate in effect during any. particular 
quarter is the total of 


(i) the rate determined under subparagraph 
(a)(i) in respect of the particular quarter, and 
(ii) 2 per cent; and 
(c) every other provision of the Act in which ref- 
erence is made to a prescribed rate of interest or 
to interest at a prescribed rate, the prescribed rate 
in effect during any particular quarter is the rate 
determined under subparagraph (a)(1) 1n respect 
of the particular quarter. 
History: Subpara. 4301(a)(i) amended by P.C. 1997-1819, Decem- 
ber 9: 1997, s. 4, Canada Gazette, Part Il, December 24, 1997, in 
force on December 31, 1997. 
S. 4301 substituted by P.C. 1995-926, June 13, 1995, s. 1, Canada 
Gazette, Part II, June 28, 1995, applicable to interest that is calcu- 
lated in respect of periods after June 1995. For periods before July 
1995, s. 4301 should be read as follows: 


4301. Prescribed rate of interest — For the purposes of 
every provision of the Act that requires interest at a pre- 
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scribed rate to be paid to the Receiver General or to be paid 
or applied on an amount payable by the Minister to a tax- 
payer, the prescribed rate in effect during any particular quar- 
ter is the aggregate of 


(a) the rate that is the simple arithmetic mean, expressed 
as a percentage per year and rounded to the next highest 
whole percentage where the mean is not a whole percent- 
age, of all amounts each:of which is the weekly average 
equivalent yield, expressed as a percentage per year, of 
Government of Canada Treasury Bills that mature ap- 
proximately three months after their date of issue and that 
are sold at a weekly auction of Government of Canada 
Treasury Bills during the first month of the quarter im- 
mediately preceding the particular quarter, and 
(b) 2 per cent, 
and for the purposes of every other provision of the Act in 
which reference is made to a prescribed rate of interest or to 
interest at a prescribed rate, the prescribed rate in effect dur- 
ing any quarter is the rate determined under paragraph (a) in 
respect of that quarter. 
S. 4301 substituted by P.C. 1989-1792, September 21, 1989, Can- 
ada Gazette, Part II, October 11, 1989, applicable in respect of in- 
terest that is calculated in respect of periods after September 1989. 


Prescribed Interest Rates Per Annum 


Year Quarter Reg. Reg. Reg. 
~ 4301(c) 4301(b) 4301(a) 
Benefits Refunds. Late Tax 
% % % 
1984 Ist, 2nd 4 510 10 10 
3rd 1] 11 11 
Ath 13 . 13 13 
1985 betecat tea 12 12 
2nd, 3rd, 4th 10 10 10 
1986 Ist 9 9 9 
2nd 11 11 11 
3rd 10 10 10 
4th sins 9 9 
[Compounding under . 
248(11) applies effective 
Jan. 1/87] 
1987 Ist 9 9 9 
2nd, 3rd 8 8 8 
4th 9 9 9 
1988 Ist, 2nd, 3rd 9 9 9 
4th 10 10 10 
1989 Ist 11 11 11 
2nd 12 12 Dy 12 
3rd © 13 13 13 
4th 13 15 15 
1990 Ist, 2nd 13 15 15 
3rd, 4th 14 16 16 
1991 Ist 13 in 15 
2nd 11 13 13 
3rd 10 ey 12 
4th 9 1] 11 
1992 Ist 9 11 11 
2nd 8 10 10 
3rd 7 9 9 
4th 6 8 8 
1993 Ist 8 10 10 
2nd 7 9 9 
3rd 6 8 8 
4th 3 7 7 
1994 Ist 5 7 7 
2nd 4 6 6 


Income Tax Regulations 


Year Quarter Reg. Reg. Reg. 
4301(c) 4301(b) 4301(a) 
Benefits Refunds Late Tax 
% % % 
3rd 6 8 8 
4th 7 9 9 
1995 Ist 6 8 8 
2nd 8 10 10 
3rd 9 11 13 
4th 7 9 1] 
1996 Ist 7 9 11 
2nd 6 8 10 
3rd, 4th 5 4) 9 
L907 Ist 4 6 8 
2nd 3 5 | 
3rd, 4th 4 6 8 
1998 Ist 4 6 8 
2nd, 3rd ss fi 9 


Interpretation Bulletins: IT-153R3: Land developers — Subdi- 
vision and development costs and carrying charges on land; IT- 
243R4: Dividend refund to private corporations; IT-421R2: Benefits 
to individuals, corporations and shareholders from loans or debt. 
History [former Reg. 4301]: S. 4301 added by P.C. 1984-1551, 
May 10, 1984, Canada Gazette, Part Il, May 30, 1984, effective 
January 1, 1984. 


4302. Notwithstanding section 4301, for the pur- 
poses of paragraph 16.1(1)(d) of the Act and subsec- 
tion 1100(1.1), the interest rate in effect during any 
month is the rate that is one percentage point greater 
than the rate that was, during the month before the 
immediately preceding month, the average yield, ex- 
pressed as a percentage per year rounded to two dec- 
imal points, prevailing on all outstanding domestic 
Canadian-dollar Government of Canada bonds on 
the last Wednesday of that month with a remaining 
term to maturity of over 10 years, as first published 
by the Bank of Canada. . 

History: S. 4302 added by P.C. 1991-465, s. 4, March 14, 1991, 
Canada Gazette, Part Il, March 27, 1991, applicable in respect of 
leases entered into after 10:00 p.m. Eastern Daylight Saving Time, 
April 26, 1989, other than leases entered into pursuant to an agree- 
ment in writing entered into before that time under which the lessee 
thereunder has the right to require the lease of the property (and for 
these purposes a lease in respect of which a material change has 
been agreed to by the parties thereto effective at any particular time 
that is after 10:00 p.m. EDST, April 26, 1989 shall be deemed to 
have been entered into at that particular time). . 
Prescribed Interest Rates for Leasing Rules 

For leases entered into before July 1989, the prescribed rate is 
11.2%. The rates applicable for leases entered into after that date 
are as follows: ' 


1989 1990. 1991-1992. :1993 1994 
Jan. SHOT FO-B0 TE-I0 TOT ©7966. Bad 
Feb. mr TOO LE at AS bam fa eee 4 
March ma) te Wi 1 Si WP Aah Pani: 2 0 aie a | 
April L120. Tot AO.89 oe ae eee 8.33 
May ii DPA a lag BW das Veena (i,t trie UM er Epes dS oo 8B. oho de 
June 1t.30 $2541 10S 9.27 9.18 
July 10.95 =A V8H". P0.9TS 1047. AO e Sire 5s 
Aug 1060) EL72 27196 2S ORT reer ta 39 
Sept. 10.62 (AROS “2 ARE VFL O24 8.79... 10.50 
Oct. 10.62.¢..11.83; 10.97. 4, 9:19)4 928.40r< 9.89 
Nov 10.91. 12.54» 10.59. «9.53 ns» :8.552{ 0:04 
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Dec. 10.54 12:15 10.12. 9.33 8.35 
: 1995 1996 1997 1998 

Jan. 10.24). 1)0eB,440; 4-742} 1,6;78 

Feb. Wo 848 Tah, G84 

March IOAE 8.45018 BOI ae 4h .03 

April 9.86 884 7.78 6.64 

May 9.70 894° 7.97 6.54 

June 944 907 7.97 6.64 

July 9.11 8.92 7.95. 6.49 

Aug. 902° 8.98 — 7.49 

Sept. | 9.50 8.86 711 

Oct. O74. \' gO NAZ8 

Nov. OHEL) 4S 8.48) } 16.99 

Dec, Qi ict TB pe) 6:80 


For prescribed rates for leasing rules that are not listed above, con- 
tact Rick Owen, (613) 954-2504. The rates are also posted on Reve- 
nue Canada’s website: http://www.rc.gc.ca. 


Part XLIV — Publicly-Traded 
Shares or Securities 


History: Part XLIV was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August.15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 
8, 1979. 


4400..(1) For the purpose of section 24 and subsec- 
tion 26(11) of the Income Tax Application Rules, 


(a) a share or security named in Schedule VII is 
hereby prescribed to be a publicly-traded share or 
security; and 


(b) for each such share or security, the amount set 
out in Column II of Schedule VII opposite that 
share or security is hereby prescribed as the 
amount, if any, prescribed in respect of that 


property. 

(2) In Schedule VII, the abbreviation 
(a) “Cl” means “Class”; 
(b) “Com” means “Common”, 
(c) “Cv” means “Convertible”; 
(d) “Cu” means “Cumulative”; 
(e) “Pc” means “Per Cent’; 


(f) “Pr” means “Preferred” or “Preference” as the 
case may be; 


(g) “Pt” means “Participating”; 
(h) “Rt” means “Right”; and 
(i) “Wt” means “Warrant”. 


History: The opening words of subsec. 4400(2) amended by PC, 
1994-1817, s. 48, November 1, 1994, Canada Gazeite, Part II, No- 
vember 30, 1994. 


Part XLV — Elections in 
respect of Expropriation 
Assets 


History: Part XLV was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 


Reg. 
S. 4600(2)(f) 


10.29 | by P.C.: 1979-1934, July 19, 1979, Canada Gazette, Part Il, August 


8, 1979, 


4500. Any election by a taxpayer under subsection 
80.1(1), (2), (4), (5), (6) or (9) of the Act shall be 
made on or before the day on or before which the 
return of income is required to be filed pursuant to 
section 150 of the Act for the taxation year in which 
the assets referred to in the particular election were 
acquired by him. 


Forms: T2079: Elections re expropriation assets. 


Part XLVI — Investment Tax 
Credit 


History: Part XLVI was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945; proclaimed in force August 15, 1979, 
by P.C...1979-1934, July 19, 1979, Canada Gazette, Part I, August 
S, 1979. 


Forms: T2038 (Ind.): Investment tax credit (Individuals); T2038 
(Corp): Investment tax credit (Corporations). 


4600. Qualified property — (1) Property is a pre- 
scribed building for the purposes of the definition 
“qualified property” in subsection 127(9) of the Act 
if it is depreciable property of the taxpayer that is a 
building or grain elevator and it is erected on land 


| owned or leased by the taxpayer, 


(a) that is included in Class 1, 3, 6, 20, 24 or 27 
or paragraph (c), (d) or (e) of Class 8 in Schedule 
Il; or 


(b) that is included or would, but for Class 28 or 
41 in Schedule II, be included in paragraph (g) of 
Class 10 in Schedule II. 


(2) Property is prescribed machinery and equipment 
for the purposes of the definition “qualified prop- 
erty” in subsection 127(9) of the Act if it is deprecia- 
ble property of the taxpayer (other than property re- 
ferred to in subsection (1)) that is 


(a) a property included in paragraph (k) of Class 
1 or paragraph (a) of Class 2 in Schedule II; 


(b) an oil or water storage tank; 


‘(c) a property included in Class 8 in Schedule If 
(other than railway rolling stock); 


(d) a vessel, including the furniture, fittings and 
equipment attached thereto; . 

(e) a property included in paragraph (a) of Class 
10 or Class 22 or 38 in Schedule II (other than a 
car or truck designed for use on highways or 
streets); 


(f) notwithstanding paragraph (e), a logging truck 
acquired after March 31, 1977 to be used in the 
activity of logging and having a weight, including 
the weight of property the capital cost of which is 
included in the capital cost of the truck at the 
time of its acquisition (but for greater certainty 
not including the weight of fuel), in excess of 
16,000 pounds; 
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(g) a property included in any of paragraphs (b) 
to (f), (h), (j), (k), (0), (x), (() or (u) of Class 10 in 
Schedule II, or property included in paragraph (b) 
of Class 41 in Schedule II and that would other- 
wise be included in paragraph (j), (k), (x), (t) or 
(u) of Class 10 in Schedule II; 

(h) a property included in paragraph (n) of Class 
10, or Class 15, in Schedule II (other than a 
roadway); 

(i) a property included in any of pariabankls (a) to 
(f) of Class 9 in Schedule I; 


(j) a property included in Class 28 or paragraph 


(a), (a.1), (a.2) or (a.3) of Class 41 in Schedule II 


that would, but for Class.28 or 41, as the case 
may be, be included in paragraph (k) or ©) of 
Class 10. of Schedule II; or 


(k) a property included in any of Classes 21, 24, 
27, 29, 34, 39, 40 and 43 in Schedule II. 
History: Para. 4600(2)(j) amended by P.C. 1998-49, s. 4, January 
26, 1998, Canada Gazette, Part II, February 4, 1998, applicable in 
respect of property acquired after March 6, 1996. 
Para. 4600(2)(k) substituted by P.C. 1994-230, s. 3, February 10, 


1994, Canada Gazette, Part II, February 23, wese applicable to 
property acquired after February 25, 1992. 


Paras. 4600(1)(a), (b), (2)(a), (e), (g), (j), (k). substituted by .P.C. 


1989-2464, s. 6, December 14, 1989, Canada Gazette, Part II, Janu- 
ary 3, 1990, applicable in respect-of property acquired after 1987. 


That portion of subsec. 4600(1) and of 4600(2) preceding para. (a) 
of each substituted by P.C. 1988-390, s. 19, March 3,:1988, Canada 
Gazette, Part II, March 16, 1988, applicable to 1985 et seq. 


Para. 4600(2)(g) substituted by P.C. 1981-3329, s. 13, November 
26, 1981, Canada Gazette, Part II, December 9, 1981, effective 
from January 1, 1981. 


Para. 4600(1)(b) substituted by P.C. 1980-2081, s. 7, July 31, 1980, 
Canada Gazette, Part II, August 13, 1980, effective August 15, 
1979. 


Heading to Part XLVI, para. 4600(2)(f). substituted iy P.C. 1980- 
424, ss. 1, 2, February 8, 1980, Canada Gazette, Part Il, February 
27, 1980, effective November 17, 1978. 


Para. 4600(2)(g) substituted by P.C. 1980-168, January. 11, 1980, 
Canada Gazette, Part II, January 23, 1980, effective commencing 
Junesfs, T1979: 


Para. 4600(2)(f) added by P.C. 1978-344, s. 5, February 9, 1978, 
Canada Gazette, Part II, February 22, 1978, effective after March 
SISISe 7: 


Interpretation Bulletins: IT-411R: Meaning of “construction”. 


4601. Qualified transportation equipment — 
For the purposes of the definition “qualified trans- 
portation equipment” in subsection 127(9) of the 
Act, the following depreciable property of a taxpayer 
(other than qualified property as defined by subsec- 
tion 127(9) of the Act) is prescribed equipment: 


(a) property that is 
(i) included in Class 1 in Schedule II by virtue 
of paragraph (h) or (1) of that Class, 


(ii) a bridge, culvert, subway or tunnel in- 
cluded in Class 1 in Schedule II that is ancil- 
lary to railway track and grading, 
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(iii) a trestle included in Class 3 in Schedule II 
that is ancillary to railway track and grading, 


(iv) machinery or equipment included in Class 
8 in Schedule II that is ancillary to 


(A) railway track and grading, or 


(B) railway traffic control or signalling 
equipment, including switching, block sig- 
nalling, interlocking, crossing protection, 
detection, speed control or retarding equip- 
ment, but not including property that. is 
principally electronic equipment or sys- 
tems software therefor, 


(v) included in Class 10 in Schedule II by vir- 

tue of subparagraph (m)(i), (ii) or (iit) of that 

Class, or 

(vi) property described in paragraph (m) of 

Class 10 in Schedule II (other than property 

described in subparagraph (iv) thereof) that is 

included in Class 28 or 41 in Schedule IJ; 
(b) property that.is 

(i) included in Class 6 in Schedule IT by virtue 

of paragraph (j) of that Class, 


(ii) machinery or equipment included in ieee 
8 in Schedule II that 


(A) was acquired principally for the pur- 
pose of maintaining or servicing, or 
(B) is ancillary to and used as part of, 
a railway locomotive or railway car, or 
(ili) included in Class 35 in Schedule I; . 
(c) property that is 
(i) a truck, tractor or trailer that 


(A) is included in Class 10 in Schedule II 
because of paragraph (e) of that Class or in 
Class 16,in Schedule II because. of para- 
graph (g) of that Class, 

(B) is designed for the purpose of carrying 
freight, or hauling a trailer that carries 
freight, on highways, and 


(C) [Revoked] 


(D) in the case of a truck or tractor, has a 
“gross vehicle weight rating” (within the 
meaning assigned that expression by the 
Motor Vehicle Safety Regulations) of 
26,001 pounds or more, and in the case of 
a trailer, is of a type designed to be hauled 
under normal operating conditions by a 
truck or tractor described in» this 
subparagraph, 
but for greater certainty, 


_ (BE). was. not acquired principally for the 
purpose of carrying or hauling freight lo- 
cally or making local pickups or deliveries, 
or 

(ii) machinery or equipment included in,Class 
8 or 10 in Schedule II that is ancillary to and 
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used as part of any property described in sub- 
paragraph (i) that is qualified transportation 
equipment within the meaning of: subsection 
127(9) of the Act; 


(d) property included in Class 10 in Schedule II 
by virtue of paragraph (a) of that Class that is a 
bus designed for the purpose of seating 20 or 
more passengers and carrying their luggage, but 
not including 


(i) a bus acquired principally for the purpose 
of transportation within any metropolitan area, 
city, town, village, municipality or other, simi- 
lar community or area, or ! 


(11) a school bus; 
(e) property that is 


(i) a vessel included in Class 7 in Schedule II 
(other than a vessel under construction), 


(ii) machinery or equipment included in Class 
7 or 8 in Schedule II that is ancillary to and 
used as part of any property described in sub- 
paragraph (i) that is qualified transportation 
equipment within the meaning of subsection 
127(9) of the Act, or 


(ill) a vessel included in a separate class pre- 
scribed by subsection 1101(2a); 


(f) property that is 


(i) included in Class 9 in Schedule II by virtue 
of paragraph (g) of that Class, or 


(ii) machinery or equipment included in Class 
9 in Schedule.II by virtue of paragraph (h) or 
(i) of that Class that is ancillary to and used as 
part of any property described in subpara- 
graph (i) that is qualified. transportation equip- 
ment within the meaning of subsection 127(9) 
of the Act; and 


(g) property included in Class 8 in Schedule II 
that is a reusable cargo container designed with 
external fittings for the purpose of handling, se- 
curing or stacking and having a carrying capacity 
of 500 cubic feet or more. 
History: Cl. 4601(c)(i)(A) amended by P.C. 1995-775, s. 4, May 
16, 1995, Canada Gazette, Part Il, May 31, 1995, applicable to 
property acquired after December 2, 1992. 
Subpara. 4601(a)(vi) substituted by P.C. 1989-2464, s. 7, December 
14, 1989, Canada Gazette, Part I, January 3, 1990, applicable in 
respect of property acquired after 1987. 
That portion of s. 4601 preceding para. (a), and subparas. (c)(il), 
(e)(ii), (f)(ii) substituted by P.C. 1988-390, s. 20, March 3, 1988, 
Canada Gazette, Part II, March 16, 1988, applicable to 1985 er seq. 
All that portion of s. 4601 preceding para. (a) substituted and cl. 
4601(c)(i(C) revoked by P.C. 1985-2277, s. 12, July 24, 1985, 
Canada Gazette, Part II, August 7, 1985. 


S. 4601 added by P.C. 1980-424, s. 3, February 8, 1980, Canada 
Gazette, Part Il, February 27, 1980, effective November 17, 1978. 


4602. Certified property — (1) For the purposes 
of the definition “certified property” in subsection 
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127(9) of the Act, each of the following areas is a 
prescribed area: 


(a) that portion of the Province of Newfoundland 
comprising the census divisions 2 to 4 and 7 to 
10; 

(b) that portion of the Province of Prince Edward 
Island comprising the Kings census division; 


(c) that portion of the Province of Nova Scotia 
comprising the census divisions of 


(i) Cape Breton, 

(ii) Guysborough, 

(iu1) Inverness, 

(iv) Richmond, and 

(v) Victoria; 
(d) that portion of the Province of New Bruns- 
wick comprising the census divisions of 

(i) Gloucester, 

(11) Kent, 

(iii) Madawaska, 

(iv) Northumberland, and 

(v) Restigouche; 
(e) that portion of the Province of Quebec com- 
prising 

(i) all of the area north of the 5Oth parallel of 


latitude, other than the area within the limits 
of the city of Sept-Iles, 


(ii) the Magdalen Islands, and 
(iii) the census divisions of 
(A) Bonaventure, 
(B) Gaspé-Est, 
(C) Gaspé-Ouest, _ 
(D) Matane, 
(E) Matapédia, 
(F), Rimouski, other than the area within 
the limits of the city of Rimouski, 
(G) Riviére-du-Loup, and 
(H) Témiscouata; 
(f) that portion of the Province of Ontario that is 
north of the 50th parallel of latitude; 


(g) that portion of the Province of Manitoba com- 
prising the census divisions 19 and 21 to 23, 
other than the area within the limits of the city of 
Thompson; 

(h) that portion of the Province of Saskatchewan 
comprising the census division of Northern 
Saskatchewan; 

(i) that portion of the Province of Alberta com- 
prising the census division of Peace River, other 
than the area within the limits of the city of 
Grande Prairie; 

(j) that portion of the Province of British Colum- 
bia comprising the Peace River-Liard census di- 
vision; and 
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(k) all of the Yukon Territory and the Northwest 
Territories. : 


(2) For the purposes of subsection (1), the expression 
“census divisions” has the same meaning as in the 
Dictionary of 1971 Census Terms, Statistics Canada 
Catalogue Number 12-540, and the Census Divisions 
and Subdivisions, Statistics Canada Catalogues 
Numbered 92-704, 92-705, 92-706 and 92-707. 
History: That portion of subsec. 4602(1) preceding para. (a) substi- 
tuted by P.C. 1988-390, s. 21, March 3, 1988, Canada Gazette, Part 
II, March 16, 1988, applicable to 1985 et seq. 


S. 4602 added by P.C. 1981-3029, October 29, 1981, Canada Ga- 
zette, Part II, November 11, 1981, effective in respect of certified 
property acquired after October 28, 1980. 


4603. Qualified construction equipment — For 
the purposes of the definition “qualified construction 
equipment” in subsection 127(9) of the Act, “pre- 
scribed equipment” means depreciable property of a 
taxpayer, other than qualified property as defined by 
subsection 127(9) of the Act or qualified transporta- 
tion equipment as defined by subsection 127(9) of 
the Act, that is 


(a) a property included in Class 2 or 38 in 
Schedule II; 


(b) a crane; 
(c) a pile driver; or 
(d) a dredge. 
History: Para. 4603(a) substituted by P.C. 1989-2464, s. 8, Decem- 


ber 14, 1989, Canada Gazette, Part II, January 3, 1990, applicable 
in respect of property acquired after 1987. 


That portion of s. 4603 preceding para: (a) substituted by P.C. 1988- 
390, s. 22, March 3, 1988, Canada Gazette, Part Il, March 16, 1988, 
applicable to 1985 et seq. 


S. 4603 added by P.C. 1985-2277, s. 13, July 24, 1985, Canada 
Gazette, Part II, August 7, 1985, applicable with respect to acquisi- 
tions of property occurring after April 19, 1983. 


4604. Approved project property — (1) For the 
purposes of paragraphs (a) and (c) of the definition 

“approved project property” in subsection 127(9) of 
the Act, property is a prescribed building if it is de- 
preciable property of the taxpayer that is a building 
or grain elevator, erected on land owned or leased by 
the taxpayer, 


(a) that is included in Class 1, 3, 6, 24, 27 « or 37 
or paragraph (c), (d) or (e) of Class 8 in Schedule 
II; or 


(b) that is included or would, but for Class 28 or 
Class 41 in Schedule II, be included in paragraph 
(g) of Class 10 in Schedule If. 


(2) For the purposes of paragraphs (b) and (d) of the 
definition “approved project property” in subsection 
127(9) of the Act, property is prescribed machinery 
and equipment if it is depreciable property of the 
taxpayer (other than property referred to in subsec- 
tion (1)) that is 

(a) a property included in paragraph (k) of Class 

1 or paragraph (a) of Class 2 in Schedule II, 
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(b) an oil or water storage tank; 


(c) a property included in Class 8 in Schedule I 
(other than railway rolling stock); 


(d) subject to paragraph (e), a property included 
‘in paragraph (a) of Class 10 or Class 22 or 38 in 
- Schedule II (other than a car or truck deen for 

use on highways or streets); 


(e) a logging truck acquired to be used in the ac- 
tivity of logging and having a weight, including 
the weight of property the capital cost of which is 
included in the capital cost of the truck at the 

time’ of its acquisition (but for greater certainty 
not including the weight of fuel), in excess of 
16,000 pounds; 


(f) a property included in any of evant (b) to 
(f), (h) to (k), (0), (q), (x), (t) ¢ or (u) of Class 10 in 
Schedule IT; 


(g) a property included in paragraph (n) of Class 
10, or Class: 15; in: Schedule Il (other than a 
roadway); 


(h) a property included in any of paragraphs (a) 
to (f) of Class 9 in Schedule II; 


(i) a property included in Class 28 or 41 in 
Schedule II that would, but for those classes, be 
included in paragraph (k) or (r) of Class 10 in 
Schedule II; 


(j) a property included in any of Classes DA) 24, 
27, 29, 34, 39, 40 and 43 in Schedule II; 


(k) a property included in Class 37 in Schedule 
[; or fi 


(1) a vessel aint than a Hisitd wok, workboat, 
drilling rig, workover rig or shuttle tanker), in- 
cluding the furniture, fittings and equipment at- 
tached thereto, that is used primarily for 


(i) heavy-lifting or pipe- -laying in the con- 
struction of, or 


(ii) the provision of lodging services in the 
servicing of, 
an installation, structure, apparatus or.artificial is- 
land that is used for offshore hydrocarbon explo- 
ration or exploitation. _ 
History: Para. 4604(2)(j) substituted by P.C. 1994- 230;s. 4, ria 
ary 10, 1994, Canada Gazette, Part Il, February 23, 1994, applica- 
ble to property acquired after February 25, 1992. 
Paras. 4604(1)(a), (b), (2)(a), (d), @), GQ) substituted by P.C. 1989- 
2464, s. 9, December 14, 1989, Canada Gazette, Part IL, January 3, 
1990, applicable in respect of property acquired after 1987. 


S. 4604 added: by P.C. 1986-2770, s. 7, December 11, 1986, Canada 
Gazette, Part II,, December 24, 1986, applicable from May 24, 1985. 


4605. Prescribed activities — For the purposes 
of the definition “for an approved purpose” in para- 
graph (e) of the definition “approved project prop- 
erty” in subsection 127(9) of the Act, a prescribed 
activity of a taxpayer is 


(a) operating a hotel, motel,:camping ground, 
travel trailer park or any similar lodging facility; 
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(b) providing facilities that are ancillary to a 
lodging facility referred to in paragraph (a) that is 
owned by the taxpayer and that are intended for 
the use and enjoyment of the occupants of the 
lodging facility; | 


(c) providing facilities that are primarily for the 
receiving, storage and distribution of goods 
owned by persons with whom the taxpayer deals 
at arm’s length; 


(d) providing to a business owned by a person 
with whom the taxpayer deals at arm’s length 


(i) engineering or architectural services, 
(11) computer services, or 
(ii1) other technical or scientific services, 


but not including financial, legal, accounting, 
medical or dental services; 


(e) providing to a business owned by a person 
with whom the taxpayer deals at arm’s length 


(i) the services of an employment agency, or 


(ii) advertising services, other than advertising 
services in a medium owned by the taxpayer; 
or 


(f) operating a vessel described in paragraph 
4604(2)(1). 
History: S. 4605 added by P.C. 1986-2770, s. 7, December 11, 


1986, Canada Gazette, Part Il, December 24, 1986, applicable from 
May 24, 1985. 


4606. Prescribed amount — For the purposes of 
paragraph (b) of the definition “contract payment” in 
subsection 127(9) of the Act, a prescribed amount is 
an amount received from the Canadian Commercial 
Corporation in respect of an amount received by that 
Corporation. from a government, municipality or 
other public authority other than the government of 
Canada or of a province, a Canadian municipality or 
other Canadian public authority. 


History: S. 4606 added by P.C. 1986-2770, s. 7, December 11, 
1986, Canada Gazette, Part Il, December 24, 1986, effective No- 
vember 22, 1985. 


Interpretation Bulletins: [T-151R4: Scientific research and ex- 
perimental development expenditures. 


4607. Prescribed designated regions — For 
the purposes of the definition “specified percentage” 
in subsection 127(9) of the Act, “prescribed desig- 
nated region” means a region of Canada, other than 
the Gaspé peninsula and the provinces of Nova Sco- 
tia, New Brunswick, Prince Edward Island, and 
Newfoundland, including Labrador, that was a desig- 
nated region on December 31, 1984, under the Re- 
gional Development Incentives Designated Region 
Order, 1974. 


History: S. 4607 added by P.C. 1988-390, s. 23, March 3, 1988, 
Canada Gazette, Part Il, March 16, 1988, applicable to 1985 et seq. 
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4608. Prescribed expenditure for qualified 
Canadian exploration expenditure — (1) In 
this section, 


“joint exploration corporation” has the meaning 
assigned by paragraph 66(15)(g) [66(15)“joint ex- 
ploration corporation’’] of the Act; 


“principal-business corporation” has the meaning 
assigned by paragraph 66(15)(h) [66(15)“principal- 
business corporation”] of the Act; 


“shareholder corporation” has the meaning as- 
signed by paragraph 66(15)(i) [66(15)“shareholder 
corporation’ ] of the Act; 


‘‘well’? means an exploratory probe or an oil or gas 
well. ( 


(2) For the purposes of the definition “qualified Ca- 
nadian exploration expenditure” in subsection 127(9) 
of the Act, the prescribed expenditure of a taxpayer 
for a taxation year is the aggregate of all amounts 
each of which is the amount, if any, by which 


(a) the specified expenses of the taxpayer for the 
year in respect of the well 


exceed 


(b) the base amount of the taxpayer at the end of 
the year in respect of the well. 


(3) For the purposes of this section, the specified ex- 
penses of a taxpayer for a taxation year in respect of 
a well that is an exploratory probe is the aggregate of 
all expenses that 


(a) would be Canadian exploration expenses of 
the taxpayer by reason of any of subparagraphs 
66.1(6)(a) (i), (iv) and (v) [66.1(6)“Canadian ex- 
ploration expense’’(a), (h) and (i)| of the Act if 
the references in subparagraphs 66.1(6)(a) (iv) 
and (v) [66.1(6)“Canadian exploration ex- 
pense’”’(h) and (i)] of the Act (as those subpara- 
graphs read on November 30, 1985) to “any of 
subparagraphs (i) to (iii.1)” were read as refer- 
ences to “subparagraph (i)”; 
(b) were incurred 

(i) in the year, and 

(ii) after November 1985 and before 1991; 


(c) were incurred in the drilling or completing of 
the exploratory probe or in building a temporary 
access road to, or preparing the site in respect of, 
the probe; and 


(d) are not non-qualifying expenses of the 
taxpayer. 


(4) For the purposes of this section, the specified ex- 
penses of a taxpayer for a taxation year in respect of 
a well that is an oil or gas well is the aggregate of all 
expenses that 
(a) would be Canadian exploration expenses of 
the taxpayer by virtue of any of subparagraphs 
66.1(6)(a)(ii) to (ii.2), (iv) and (v) [66.1(6)"Cana- 
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dian exploration expense”’(c) to (e), (h) and (1)] of 
the Act if the references in subparagraphs 
66.1(6)(iv) and (v) [66.1(6)““Canadian exploration 
expense”(h) and (i)] of the Act (as those subpara- 
graphs read on November 30, 1985) to “subpara- 
graphs (i) to (iii.1)” were read as references to 
“subparagraphs (ii) to (11.2), 
(b) were incurred in respect of the well 

(i) in the year, and 

(ii) after November 1985 and before 1991; 

and 


(c) are not non-qualifying expenses of the 
taxpayer. 


(5) For the purposes of subsections (3) and (4), a 
non-qualifying expense of a taxpayer is an expense 
that 


(a) may reasonably be regarded as having been 
incurred as consideration for services to be ren- 
dered after 1990 or for property that cannot rea- 
sonably be considered to be for use by the tax- 
payer before 1991; 


(b) was or is to be renounced by the taxpayer at 
any time under subsection 66(10.1) or (12.6). of 
the Act; 


(c) is or was a Canadian exploration and develop- 
ment overhead expense, within the meaning of 
section 1206, of the taxpayer, of a partnership of 
which the taxpayer was a member or of a joint 
exploration corporation of which the taxpayer 
was a shareholder corporation; 


(d) is an eligible cost or expense within the mean- 
ing of the Petroleum Incentives Program Act or 
the Petroleum Incentives Program Act, Chapter 
P-4.1 of the Statutes of Alberta, 1981, in respect 
of which, or in respect of part of which, the tax- 
payer, a partnership of which the taxpayer was a 
member, a joint exploration corporation of which 
the taxpayer was a shareholder corporation or a 
principal-business corporation of which the tax- 
payer was a shareholder, has received, is deemed 
to have received, is entitled to receive or may rea- 
sonably be expected to receive an incentive under 
either of those Acts; or 


(e) was included in determining the specified ex- 
penses of any other taxpayer for a taxation year. 


(6) For the purposes of this section, the base amount 
of a taxpayer at the end of a particular taxation year 
in respect of a well is the amount, if any, by which 
the taxpayer’s threshold amount in respect of the 
well exceeds the aggregate of 


(a) all amounts that would have been the tax- 
payer’s specified expenses for any taxation year 
in respect of the well if 
(i) the references in subparagraphs (3)(b)(i1) 
and (4)(b)(ii) to “after November 1985 and 
before 1991” were read as “after March 1985 
and before December 1985’, and 
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(ii) subsection (5) were read without reference 
to paragraph (d) thereof; 


(b) all amounts referred to in paragraph (5)(d) for 
the particular taxation year or a preceding taxa- 
tion year in respect of the well that would have 
been included in determining the taxpayer’s spec- 
ified expenses for the particular taxation year or 
the preceding taxation year but for that para- 
graph; and 

(c) all amounts that are the taxpayer’s specified 
expenses for any preceding taxation year in re- 
spect of the well. 


(7) For the purposes of this section, the threshold 
amount of a taxpayer in respect of a well is 


(a) where no agreement has been filed with the 
Minister under subsection (8) in respect of the 
well, $5,000,000; and 


(b) where an agreement has been filed with the 
Minister under subsection (8) in respect of the 
well, the amount, if any, allocated to the taxpayer 
under the agreement. ‘ 


(8) For the purposes of this section, where the aggre- 
gate of all expenses in respect of a well, each of 
which 


(a) would be included in determining the speci- 
fied expenses of a taxpayer for a taxation year in 
respect of the well if subsection (5) were read 
without reference to paragraph (d) thereof, or 


(b) would be included in determining the speci- 
fied expenses of a taxpayer for a taxation year in 
respect of the well if 


(i) the references in subparagraphs (3)(b)(i1) 
and (4)(b)(ii) to “‘after November 1985 and 
before 1991” were read as “after March 1985 
and before December 1985”, and 


(ii) subsection (5) were read without reference 
to paragraph (d) thereof 


exceeds $5,000,000, all taxpayers who have incurred 
those expenses or in whose favour or to whom any 
of those expenses have been renounced under sub- 
section 66(10.1) or (12.6) of the Act may file with 
the Minister an agreement in writing in the pre- 
scribed form in respect of the well allocating 
amounts to some or all of those taxpayers if 


(c) the amount allocated to each taxpayer does 
not exceed the total of such expenses that were 
incurred by the taxpayer in respect of the well, 
and that are not to be renounced by the taxpayer 
under subsection 66(10.1) or (12.6) of the Act in 
favour of or to any other person, and 


(d) the aggregate of all amounts so allocated is 
not less than $5,000,000. 
(9) For the purposes of this section, where 


(a) the drilling of a well (in this subsection re- 
ferred to as the “abandoned well’) is abandoned 
not because of the results obtained but because of 
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geological or mechanical difficulties and the 
drilling of a new well (in this subsection referred 
to as the “new well’) is commenced, and 


(b) having regard to all the circumstances, includ- 
ing the lapse of time between the abandonment of 
the abandoned well and the commencement of 
the new well and the proximity of the sites of the 
wells, it is reasonable to regard the new well as a 
replacement for the abandoned well, 


the abandoned well and the new well shall be 
deemed to be one well. 


(10) For the purposes of this section, where an ex- 
pense of a joint exploration corporation is deemed by 
subsection 66(10.1) or (10.2) of the Act to be an ex- 
pense of a shareholder corporation of the joint explo- 
ration corporation, the shareholder corporation shall 
be deemed to have incurred the expense at the time it 
was incurred by the joint exploration corporation. 


(11) For the purpose of this section, where an ex- 
pense of a principal-business corporation is deemed 
by subsection 66(12.61) or (12.63) of the Act to be 
an expense of a shareholder of the corporation, the 
shareholder shall be deemed to have incurred the ex- 
pense at the time it was incurred by the principal- 
business corporation. 


(12) For the purposes of this section, where an ex- 
pense incurred by a partnership is, under subpara- 
graph 66.1(6)(a)(iv) [66.1(6)“Canadian exploration 
expense’’(h)] of the Act, a Canadian exploration ex- 
pense of a taxpayer who was a member of the part- 
nership, the taxpayer shall be deemed to have in- 
curred the Canadian exploration expense at the time 
the expense was incurred by the partnership. 


(13) For the purposes of this section, where an ex- 
pense is a Canadian development expense of a tax- 
payer that is, under subsection 66.1(9) of the Act, 
deemed to be a Canadian exploration expense of the 
taxpayer, the taxpayer shall be deemed to have in- 
curred the Canadian exploration expense at the time 
the Canadian development expense was incurred. 
History: Paras. 4608(3)(a), (4)(a) amended by P.C. 1992-2335, 
Sch. II, s. 8, November 19, 1992, Canada Gazette Part II, December 
2, 1992, applicable after November 30, 1985. 


S. 4608 added by P.C. 1989-1793, September 21, 1989, Canada 


Gazette, Part II, October 11, 1989, effective after November 30, 
1985. 


4609. Prescribed offshore region — For the 
purposes of the definition “specified percentage” in 
subsection 127(9) of the Act, the following region is 
a prescribed offshore. region: 


(a) that submarine area, not within a province, ad- 
jacent to the coast of Canada and extending 
throughout the natural prolongation of that por- 
tion of the land territory of Canada comprising 
the Gaspé Peninsula and the provinces of New- 
foundland, Prince Edward Island, Nova Scotia 
and New Brunswick to the outer edge of the con- 
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tinental margin or to a distance of two hundred 
nautical miles from the baselines from which the 
territorial sea of Canada is measured, whichever 
is the greater; and 


(b) the waters above the submarine area referred 
to in paragraph (a). 
History: S. 4609 added by P.C’ 1989-1793, September 21, 1989, 


Canada Gazette, Part Il, October 11, 1989, and s. 4609 after No- 
vember 16, 1978. 


4610. Prescribed area — For the purpose of para- 
graph (c.1) of the definition “qualified property” in 
subsection 127(9) of the Act, the area prescribed is 
the area comprising the Provinces of Nova Scotia, 
New Brunswick, Prince Edward Island and New- 
foundland and the Gaspé Peninsula. 

History: S. 4610 added by P.C. 1995-775, May 16, 1995, Canada 


Gazette, Part II, s. 5, May 31, 1995, applicable to property acquired 
after 1991. 


Part XLVII — Election in 
respect of Certain Property 
Owned on December 31, 
1971 


History: Part XLVII was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 
BETS. 


4700. Any election by an individual under subsec- 
tion 26(7) of the Income Tax Application Rules shall 
be made by filing with the Minister the form 
prescribed. 


History: S. 4700 amended by P.C. 1994-1817, s. 48, November 1, 
1994, Canada Gazette, Part II, November 30, 1994. 


Selected Cases [Reg. 4700]: R. v. Adelman, {1998] 1 C.T.C. 
133: (FCA) (Requirement to elect is mandatory, not directory). 


Interpretation Bulletins: IT-139R: Capital property owned on 
December 31, 1971 — Fair market value. 


Forms: T1105: Supplementary schedule for dispositions of capital 
property acquired before 1972; T2076: Valuation day value election 
for capital properties owned on December 31, 1971. 


Part XLVIII — Status of 
Corporations and Trusts 


History: Part XLVIII was consolidated by the Consolidated Regu- 
lations of Canada, chapter 945, proclaimed in force August 15, 
1979, by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part Il, 
August 8, 1979. 


4800. (1) For the purposes of subparagraph 
89(1)(g)(i1) [89(1) “public corporation’(b)] of the 
Act, the following conditions are hereby prescribed 
in respect of a corporation other than a cooperative 
corporation (within the meaning assigned by section 
136 of the Act) or a credit union: 

(a) a class of shares of the capital stock of the 


corporation designated by the corporation in its 
election or by the Minister in his notice to the 
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corporation, as the case may be, shall be qualified 
for distribution to the public; 


(b) there shall be no fewer than 


(i) where the shares of that class are equity 
shares, 150, and 


(ii) in any other case, 300 


persons, other than insiders of the corporation, 
each of whom holds 


(iii) not less than one block of shares of that 
class, and | 

(iv) shares of that class having an aggregate 
fair market value of not less than $500; and 


(c) insiders of the corporation: shall not hold more 
than 80 per cent of the issued and outstanding 
shares of. that class. 


Forms: T2073: Election to be a public corporation. 


(2) For the purposes of subparagraph 89(1)(g) (iil) 
[89(1)“public corporation’(c)] of the Act, the fol- 
lowing conditions are hereby FLANGES in respect of 
a corporation: 


(a) insiders of the corporation shall hold more 
than 90 per cent of the issued and outstanding 
shares of each class of shares of the capital stock 
of the corporation that 


(i) was, at any time after the corporation last 
became a public corporation, listed on a stock 
exchange in Canada prescribed for the pur- 
poses of section 89 of the Act, or 


(ii) was a class, designated as described in 
paragraph (1)(a), by virtue of which the cor- 
poration last became a public corporation, 


(b) in respect of each class of shares described in 
subparagraph (a)(i) or (ii), there shall be fewer 
than 


(i) where the shares of that class are equity 
shares, 50, and 


(ii) in any other case, 100 


persons, other than insiders. of. the corporation, 
each of whom holds 


(iii) not less than one block of shares of that 
class, and 


(iv) shares of that class having an aggregate 
fair market value of not less than $500; and 


(c) there shall be no class of shares of the capital 
stock of the corporation that is qualified for dis- 
tribution to the public and complies with the con- 
ditions described in paragraphs (1)(b) and (c). 


Forms: 12067: Election not.to be a public corporation. 


(3) Where, by virtue of an amalgamation (within the 
meaning assigned by section 87 of the Act) of prede- 
cessor corporations any one or more of which was, 
immediately before the amalgamation, a public cor- 
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poration, shares of any class of the capital stock of 
any such public corporation that was: 


(a) at any time after the corporation last became a 
public corporation, listed on a stock exchange in 
Canada prescribed for the: purposes of section 89 
of the Act, or 


(b) the class, designated as described in para- 
graph (1)(a), by virtue of which the corporation 
last became a public corporation, . 


are converted into shares of any class (in this subsec- 
tion referred to as the “new class”) of the capital 
stock of the new corporation, the new.class shall, for 
the purposes of subsection, (2), be deemed to be a 
class, designated as described in paragraph. (1)(a),:by 
virtue of which the. new corporation last became.a 
public corporation. 


(4) Any election under clause g9(1)(@)CiDCAD or 
(iii)(A) [89(1)“public corporation”(b)(@) or (c)(i)] of 
the Act shall be made by a corporation by filing with 
the Minister the following documents: 


~ (a) the form prescribed by the Minister; 


(b) where the directors of the corporation are 2 Je- 
gally entitled to administer the affairs of the cor; 
poration, a certified copy of their resolution au- 
thorizing the election to be made; 


(c) where the directors of the corporation are not 
legally entitled to administer the affairs of the 
corporation, a certified copy of the authorization 
of the making of the election by the person or 
persons legally entitled to administer the affairs 
of the corporation; and 


(d) a statutory declaration made by: a. director of 
the corporation stating that, after reasonable in- 
quiry for the purpose of informing himself in that 
regard, to the best of his knowledge the corpora- 
tion complies with all the prescribed conditions 
that must be complied with at the time bs ee 
tion is made. 


History: S. 4800 amended by P.C. 1983- 867, March ke 1983, 
Canada Gazette, Part Il, April, 1983. 


Interpretation Bulletins: IT-320R2: RRSP — qualified invest- 
ments; IT-391R: Status of corporations. 


Forms: T2067: Election not tobe a public corporation; T2073: 
Election to be a public corporation. 


4800.1 For the purposes of paragraph 107(1)(a), sub- 
sections 107(2).and (4.1) and paragraph. 108(1)(c) 
[108(1)“‘capital interest] of the Act, the, following 
are prescribed trusts; 


(a) a trust maintained primarily for the bene of 
employees of a corporation or two or more corpo- 
rations which do not deal at-arm’s length with 
each other, where one: of the main purposes of the 
trust is to hold interests in shares of the capital 
stock of the corporation or corporations, as the 
case may be, or any- corporation not dealing at 
arm’s length therewith; ran u 
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(b) a trust established exclusively for the benefit 
of one or more persons each of whom was, at the 
time the trust was created, either a person from 
whom the trust received property or a creditor of 
that person, where one of the main purposes of 
the trust.is to secure the payments required to be 
made by or on behalf of that person to such credi- 
tor; and 


(c),a trust all or substantially all of the properties 
of which consist of shares of the capital stock of a 
corporation, where the trust was established. pur- 
suant to an agreement between two or more 
-shareholders of the corporation and one of the 
main purposes of the trust 1s to provide for the 
exercise of voting rights in respect of those shares 
pursuant to that agreement. 
History: That portion of s. 4800.1 preceding para. (a) amended by 
P.C. 1992-2338, s.1. November 19, 1992, Canada Gazette Part II, 
December 2, 1992, applicable after 1987. 


S. 4800.1 added by. P.C. 1990-853, May 10, 1990, Canada Gazette, 
Part II, May 23, 1990, applicable after 1987. 


4801. For the purposes of paragraph 132(6)(c) of the 
Act, the following conditions are hereby prescribed 
in respect of a trust: 


(a).a class of the units of the trust shall be quali- 
fied for distribution to the public; and 


(b) in respect of any one class of units described 
in paragraph (a), there shall be no fewer than 150 
beneficiaries of the trust, each of whom holds 


(i) not less than one block of units of the class, 
and 


(ii) units of the class having an aggregate fair 
market value of not less than $500. 


Related Provisions: Reg. 221(1)(f) — Reporting requirements. 


4802. (1) For the purposes of clause 
149(1)(0.2)(iv)(D) of the Act, the following are pre- 
scribed persons: 


(a) a trust all the beneficiaries of which are trusts 
described in clause 149(1)(0.2)(iv)(B) of the Act; 


(b) a corporation incorporated before November 
17, 1978 solely in connection with, or for the ad- 
ministration of, a registered pension plan, 


(c) a trust or corporation established by or arising 
by virtue of an act of a province the principal ac- 
tivities of which are to administer, manage or in- 
vest the monies of a pension fund or plan that is 


established pursuant to an act of the province or 


an order or regulation made thereunder; 


(d) a trust or corporation established by or arising 
by virtue of an act of a province in connection 
with a scheme or program for the compensation 
of workers injured in an accident arising out of or 
in the course of their employment, 


(e) Her Majesty in right of a province; 
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(f) a trust all of the beneficiaries of which are any 
combination of 


- (i) registered pension plans, 
(11) trusts described in clause 
| 149(1)(0.2)(iv)(B) or (C) of the Act, and 
(iii) persons described in this subsection; and 


(g) a corporation all of the shares of the capital 
stock of which are owned by one or more of the 
following: 


(i) registered pension plans, 

(ii) trusts described in clause 
149(1)(0.2)(iv)(B) or (C) of the Act, and 
(iii) persons described in this subsection. 


History: Subpara. 4802(1)(f)(iii) amended and para. 4802(1)(g) ad- 
ded by P.C, 1996-569, s. 1, April 23, 1996, Canada Gazette, Part II, 
May 1, 1996, applicable to 1994 et seq. 


S. 4802 renumbered as subsec. 4802(1) by PC: 1994-785, May 12, 
1994, Canada Gazette, Part Il, June 1,1994, applicable to 1989 et 


seq. 


Para. 4802(e) amended, (f) added, by. P.C. 1992-2338, s. 2, Novem- 
ber 19, 1992, Canada Gazette Part Il, December 2, 1992, applicable 
to taxation years commencing after 1991. 


Para. 4802(b) amended by P.C. 1991-2540, s. 8, December 16, 
1991, Canada Gazette, Part Il, January 15, 1992, applicable after 
1985. 


Para. 4802(c) substituted and para. (e) added by P.C..1987-1881,'s. 
1, September 10, 1987, Canada Gazette, Part II, September 30, 
1987, applicable with respect to taxation years commencing after 
1978. 


New s. 4802 added and former s. 4802 renumbered s. 4803 by FG. 
1985-2277, s. 14, July 24, 1985, Canada Gazette, Part II, August 7, 
1985, applicable to taxation years commencing after 1978. 
(2) For the purposes of paragraph 149(1)(t) of the 
Act, the following are prescribed insurers: 
(a) Union Québécoise,. compagnie d’assurances 
générales inc.; 
(b) Les Clairvoyants Compagnie d’ Assurance 
Générale Inc.; and ___ 
(c) Laurentian Farm Insurance Company: Inc. 


History: Subsec. 4802(2) added by P.C. 1994-785, May 12, 1994, 
Canada Gazette, Part Il, June 1, 1994, applicable to 1989 ef seq. 


4803. (1) In this Part, 


“block of shares” means, with respect to any class 
of the capital stock of a corporation, 


(a) 100 shares, if the fair market value of one 
share of the class is less than $25, 


(b) 25 shares, if the fair market value of one share 
of the class is $25 or more but less than $100, and 


(c) 10 shares, if the fair market value of one share 
of the class is $100 or more; 


“block of units’ means, with respect to any class of 
units of a trust, 
(a) 100 units, if the fair market value of one unit 
of the class is less than $25, 
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(b) 25 units, if the fair market value of one unit of 
the class is $25 or more but less than $100, and 


(c) 10 units, if the fair market value of one unit of 
the class is $100 or more; 


“equity share” has the meaning assigned by section 
204 of the Act; 


“insider of a corporation” has the meaning that 
would be assigned by section 100 of the, Canada 
Corporations Act if the references therein to “public 

company” ’ and to “equity shares” were read as refer- 
ences to “corporation” and “shares” respectively, ex- 
cept that a person who isan employee of the Corpo- 
ration, or of a person who does not deal at arm’s 
length with the corporation, and whose right to sell 
or transfer any share of the capital stock of the cor- 
poration, or to exercise the voting rights, if any, at- 
taching to the share, is restricted by 


(a) the terms and conditions attaching to the 
share, or 


(b) any obligation of the person, under a contract, 
in equity or otherwise, to the corporation, or, to 
any person with whom the corporation does not 
deal at arm’s length, 


shall be deemed to hold the share as an insider of fib 


corporation. 


History: Subsec. 4803(1) is the former subsec. 4802(1) renum- 
bered by P.C. 1985-2277, subsec. 14(1), July 24, 1985, Canada Ga- 
zette, Part II, August 7, 1985, applicable to taxation years com- 
mencing after 1978. 


The definition of “equity, share” in former subsec. 4802(1), substi- 
tuted by P.C. 1984-339, s. 1, February 2, 1984, Canada Gazette, 
Part Il, Februaty 22, 1984, effective November 13, 1981. 


(2) For the purposes of this Part, a class of shares of 
the capital stock of a corporation or a class of units 
of a trust is qualified for distribution to the public 
only if 


(a) a prospectus, registration statement or similar 
document has been filed with, and, where re- 
quired by law, accepted for filing by, a public au- 
thority in Canada pursuant to and in accordance 
with the law of Canada or of any province and 
there has been a lawful distribution to the public 
of shares or units of that class in aE with 
that document; 


(b) the class is a class of shares, any of which 
were issued by the corporation at any time after 
1971 while it was a public corporation in ex- 
change for shares of any other class of the capital 
stock of the corporation that was, immediately 
before the exchange, qualified for distribution to 
the public; 


(c). in the case of any class of shares, any of 
which were issued and outstanding on January 1, 
1972, the class complied on that date with the 
conditions described in paragraphs 4800(1)(b) 
and (c); or 
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(d) in the case of any class of units, any of which 

were issued and outstandingon January 1, 1972, 

. the class complied on that date with the condition 
described in paragraph 4801(b).: 

History: Subsec. 4803(2) is the former subsec. 4802(2), renum- 

bered by P.C. 1985-2277, subsec. 14(1), July 24, 1985, Canada Ga- 


zette; Part II, August 7, 1985, applicable. to: taxation years com- 
mencing after 1978. if 


(3) For the purposes of paragraphs 4800(1)(b), 
4800(2)(b) and 4801(b), where a group of persons 
holds 


(a) not less than one block of shares of any class 
of shares.of the capital stock of a corporation or 
one block of units of any class of a trust, as. the 
case may be, and 4 


(b) shares or units, as the case maybe, of: that 
class having an aggregate fair market value of not 
less than $500, 


that group shall, subject to subsection (4), be deemed 
to be one person for the purposes of determining the 
number of persons who hold shares or units, as the 
case may be, of that class. 


History: Subsec. 4803(3) is the former subsec. 4802(3), renum- 
bered by P.C. 1985-2277, subsec. 14(1), July 24, 1985, Canada Ga- 
zette, Part II, August 7, 1985, applicable to kaxanion years. com- 
mencing after 1978.. 


(4) In determining under subsection (3) the persons 
who belong to a group for the purposes of determin- 
ing the number of persons who hold shares or units, 
as the case may be, of a particular class, the follow- 
ing rules apply: 


(a) no person shall be included in more than one 
group; 


(b) no person shall be included in a group=if he 
holds 


(i) not less than one block of shares or one 
block of units, as the case may be, of that 
class, and 


(ii) shares or units, as the case may be, of that 
class having an aggregate fair market value of 
not less than $500; and 


(c) the membership of each group shall be deter- 
mined in the manner that results in the ere 
_possible number of groups. 


History: Subsec. 4803(4) is the former subsec. 4802(4), renum- 
bered by P.C. 1985-2277, subsec. 14(1), July 24, 1985, Canada Ga- 
zette, Part Il, August 7, 1985, applicable to taxation pai com- 
mencing after 1978. 


Subparas. 4802(4)(b)(i), (ii) substituted’ by P.C: ‘1981-1556, ’s. 2, 
June. 11, 1981, Canada Gazette, Part II, June 24, 1981, effective 
1972 et seq. ¥ 


Interpretation Bulletins: IT-391R: Status of corporations; 


2228 


Part XLIX — Deferred Income Plans, Qualified Investments 


Part XLIX — Deferred 
Income Plans, Qualified 
Investments 


History: Part XLIX (ss. 4900, 4901) substituted by P.C. 1981- 
2578, s. 4, September 16, 1981, Canada Gazette, Part UH, October 
14, 1981, effective commencing January 1, 1981. 


Part XLIX was consolidated by the Consolidated Regulations of 
Canada, chapter 945, proclaimed in force August 15, 1979, by P.C. 
1979-1934, July 19, 1979, Canada Gazette, Part Il, August 8, 1979. 


4900. (1) For the purposes of subparagraphs 
146(1)(g)G@v) [146(1)“qualified investment’(d)], 
146.2(1)(g)(Gv) [repealed], 146.3(1)(d) (ii) 
[146.3(1)“qualified investment’’(c)] and 204(e)(x) 
[204“qualified investment’’(i)] of the Act, subject to 
subsection (2), each of the following investments is 
hereby prescribed to be a qualified investment for a 
plan trust at a particular time if at that time it is 


(a) an interest in a trust or a share of the capital 
stock of a corporation that was a registered in- 
vestment for the plan trust during the calendar 
year in which the particular time occurs or the 
immediately preceding year; 


(b) a share of the capital stock of a public corpo- 
ration other than a mortgage investment 
corporation; 
History: Para. 4900(1)(b) amended by P.C. 1994-1074, subsec. 
1(1), June 23, 1994, Canada Gazette, Part II, July 13, 1994, applica- 
ble after’ 1992. 


(c) a share of the capital stock of a mortgage in- 
vestment corporation that does not hold as part of 
its property at any time during the calendar year 
in which the particular time occurs any indebted- 
ness, whether by way of mortgage or otherwise, 
of a person who is an annuitant, a beneficiary or 
an employer, as the case may be, under the gov- 
erning plan of the plan trust or of any other per- 
son who does not deal at arm’s length with that 
person; 


(c.1) a bond, debenture, note or similar obligation 


of a public corporation other than a mortgage in- 
vestment corporation; 


History: Para. 4900(1)(c.1) added by P.C. 1994-1074, subsec. 1(2), 
June 23, 1994, Canada Gazette, Part I, July 13, 1994, applicable 
after 1992. 


(d) a unit of a mutual fund trust, 


(d.1) a bond, debenture, note or similar obligation 
issued by a mutual fund trust the units of which 


are listed on a stock exchange referred to in sec- | 


tion 3200; 
History: Para. 4900(1)(d.1) added by P.C. 1998-629, subsec. 1(1), 


April 23, 1998, Canada Gazette, Part Il, May 13, 1998, applicable 
to property acquired after 1996. 


(e) a warrant or right giving the owner thereof the 
right to acquire either immediately or in the fu- 
ture property all of which is a qualified invest- 
ment for the plan trust; 
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History: Para. 4900(1)(e) amended by P.C. 1994-1074, subsec. 
1(3), June 23, 1994, Canada Gazette, Part II, July 13, 1994, applica- 
ble after 1992. 


Para, 4900(1)(e) substituted by P.C. 1985-587, February 28, 1985, 
Canada Gazette, Part Il, March 20, 1985, effective after February 
QST 19S + 
(e.1) a share of, or deposit with, a société 
d’entraide économique; 
History: Para. 4900(1)(e.1) added by P.C. 1983-3319, s. 1, October 


20, 1983, Canada Gazette, Part Il, November 9, 1983, applicable to 
1982 et seq. 


(f) a share of, or similar interest in a credit union; 


(g) a bond, debenture, note or similar obligation 
(in this paragraph referred to as the “obligation”) 
issued by, or a deposit with, a credit union that 
has not at any time during the calendar year in 
which the particular time occurs granted any ben- 
efit or privilege to a person who is an annuitant, a 
beneficiary or an employer, as the case may be, 
under the governing plan of the plan trust, or to 
any other person who does not deal at arm’s 
length with that person, as a result of the owner- 
ship by 

(i) the plan trust of a share or obligation of, or 

a deposit with, the credit union, or 


(ii) a registered investment of a share or obli- 
gation of, or a deposit with, the credit union if 
the plan trust has invested in that registered 
investment, 


and a credit union shall be deemed to have 
granted a benefit or privilege to a person in a year 
if at any time in that year that person continues to 
enjoy a benefit or privilege that was granted in a 
prior year; 

(h) a bond, debenture, note or similar obligation 
(in this paragraph referred to as the “obligation’’) 
issued by a cooperative corporation (within the 
meaning assigned by subsection 136(2) of the 
Act) 


(i) that throughout the taxation year of the co- 
operative corporation immediately preceding 
the year in which the obligation was acquired 
by the plan trust had not less than 100 share- 
holders or, if all its shareholders were corpo- 
rations, not less than 50 shareholders, 


(ii) whose obligations were, at the end of each 
month of 


(A) the last taxation year, if any, of the co- 
operative corporation prior to the date of 
acquisition of the obligation by the plan 
trust, or 


(B) the period commencing three months 
after the date an obligation was first ac- 
quired by any plan trust and ending on the 
last day of the taxation year of the cooper- 
ative corporation in which that period 
commenced, 

whichever of the periods referred to in clause 

(A) or (B) commences later, held by plan 
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trusts the average number of which is not less 
than 100 computed on the basis that no two 
plan trusts shall have the same individual as 
an annuitant or a beneficiary, as the case may 
be, and 


(iii) that has not at any time during the calen- 
dar year in which the particular time occurs 
granted any benefit or privilege to a person 
who is an annuitant, a beneficiary or an em- 
ployer, as the case may be, under the gov- 
erning plan of the plan trust, or to any other 
person who does not deal at arm’s length with 
that person, as a result of the ownership by 


(A) the plan trust of a share or obligation 
of the cooperative corporation, or 


(B) a registered investment of a share or 
obligation of the cooperative corporation if 
the plan trust has invested in that regis- 
tered investment, 


and a cooperative corporation shall be deemed 
to have granted a benefit or privilege to a per- 
son in a year if at any time in that year that 
person continues to enjoy a benefit or privi- 
lege that was granted in a prior year, 


(i) a bond, debenture, note or similar obligation 
(in this paragraph referred to as the “obligation’’) 
of a Canadian corporation 


(i) if payment of the principal amount of the 
obligation and the interest thereon is guaran- 
teed by a corporation or a mutual fund trust 
whose shares or units, as the case may be, are 
listed on a prescribed stock exchange in 
Canada, 


(ii) if the corporation is controlled directly or 
indirectly by 

(A) one or more corporations, 

(B) one or more mutual fund trusts, or 


(C) one or more corporations and mutual 
fund trusts 


whose shares or units, as the case may be, are 
listed on a prescribed stock exchange in Can- 
ada, or 


(iii) if, at the time the obligation is acquired 
by the plan trust, the corporation that issued 
the obligation is 


(A) a corporation that, in respect of its cap- 
ital stock, has issued and outstanding share 
capital carried in its books at not less than 
$25 million, or 


(B) a corporation that is controlled by a 
corporation described in clause (A), 


and has issued and outstanding bonds, deben- 
tures, notes or similar obligations having in 
the aggregate a principal amount of at least 
$10 million that are held by at least 300 dif- 
ferent persons and were issued by the corpora- 
tion by means of one or more offerings, pro- 
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vided that in respect of each such offering a 
prospectus, registration statement or similar 
document was filed with and, where required 
by law, accepted for filing by a public author- 
ity in Canada pursuant to and in accordance 
with the laws of Canada or a province and 
there was a lawful distribution to the public of 
those bonds, debentures, notes or similar obli- 
gations in accordance with that document; 


(i.1) a security of a Canadian corporation 


(i) that was issued pursuant to The Community 
Bonds Act, chapter C-16.1 of the Statutes of 
Saskatchewan, 1990, The Rural Development 
Bonds Act, chapter 47 of the Statutes of Mani- 
toba, 1991-92, the Community Economic De- 
velopment Act, 1993, chapter 26 of the Stat- 
utes of Ontario, 1993, or the New Brunswick 
Community Development Bond Program 
through which financial assistance is provided 
under the Economic Development Act, chapter 
E-1.11 of the Acts of New Brunswick, 1975, 
and 


(ii) the payment of the principal amount of 
which is guaranteed by Her Majesty in right - 
of a province; 
History: Para. 4900(1)(i.1) amended by P.C. 1994-1075, subsec. 
1(1), June 23, 1994, Canada Gazette, Part Il, July 13, 1994, applica- 
ble to property acquired after August 1993. 
Para. 4900(1)(i.1) added by P.C. 1992-2334, s. 2, November 19, 


1992, Canada Gazette Part II, December 2, 1992, applicable in re- 
spect of property acquired after June 30, 1991. 


(i.11) a share of the capital stock of a Canadian 
corporation that is registered under section 11 of 
the Equity Tax Credit Act, chapter 3 of the Stat- 
utes of Nova Scotia, 1993, the registration of 
which has not been revoked under that Act; 
History: Para. 4900(1)(i.11) added by P.C. 1996-1487, subsec. 


1(1), September 24, 1996, Canada Gazette, Part II, October 16, 
1996, applicable to property acquired after 1995. 


(i.2) indebtedness of a Canadian corporation 
(other than a corporation that does not deal at 
arm’s length with a person who is an annuitant, a 
beneficiary or an employer under the governing 
plan of the plan trust) represented by a bankers’ 
acceptance; 

History: Para. 4900(1)(i.2) added by P.C. 1994-1074, subsec. 1(4), 


June 23, 1994, Canada Gazette, Part II, July 13, 1994, applicable 
after 1992. 


Para. 4900(1)(i.1) added by P.C. 1992-2334, s. 2, November 19, 
1992, Canada Gazette Part II, December 2, 1992, applicable in re- 
spect of property acquired after June 30, 1991. 


(j) a mortgage in respect of real property situated 
in Canada insured 


(i) under the National Housing Act, or 


(ii) by a corporation offering its services to the 
public in Canada as an insurer of mortgages 


and administered by an approved lender under 
the National Housing Act; 
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(k) an investment, other than a qualified invest- 
ment described in paragraphs (a) to (j), that 


(i) was, at the end of 1980, a qualified invest- 

-ment for a trust pursuant to subparagraph 
204(e)(v) of the Act or section 1502, this Part 
or section 5800, as the case may be, as those 
provisions read at that time, 


(ii) was held on December 31, 1980 and con- 
tinuously thereafter by the trust until the par- 
ticular time, 


(iii) would have continued to be a qualified in- 
vestment of the trust from December 31, 1980 
until the particular time had the provisions re- 
ferred to in subparagraph (i) been in force 
throughout that period of time, and 


(iv) was not, at any time before the particular 
time, an interest in a registered investment; 


(1) a bond, debenture, note or similar obligation 
issued or guaranteed by 


(1) the International Bank for Reconstruction 
and Development, 


(1.1) the International Finance Corporation, 
(11) the Inter-American Development Bank, 
(111) the Asian Development Bank, 

(iv) the Caribbean Development Bank, or 


(v) the European Bank for Reconstruction and 
Development; | 


History: Subpara. 4900(1)(1)(v) added by P.C. 1994-1075, subsec. 
1(2), June 23, 1994, Canada Gazette, Part II, July 13, 1994, applica- 
ble to months beginning after March 1991. 


Subpara. 4900(1)(I)G.1) added by P.C. 1994-1074, subsec. 1(5), 
June 23, 1994, Canada Gazette, Part II, July 13, 1994, applicable 
after July 13, 1990. 


Para. 4900(1)(1) added by P.C. 1986-772, subsec. 2(1), March 26, 
1986, Canada, Gazette, Part II, April 16, 1986, effective after Octo- 
ber 31, 1985, 


(m) a royalty unit that is listed on a prescribed 
stock exchange in Canada and the value of which 
is derived solely from Canadian resource 
properties; : 

History: Para. 4900(1)(m) added by P.C. 1992-2334, s. 2, Novem- 


ber 19, 1992, Canada Gazette Part Il, December 2, 1992, applicable 
in respect of property acquired after July 16, 1992 respectively. 


(n) a limited partnership unit listed on a stock ex- 
change referred to in section 3200; 
History: Para. 4900(1)(n) added by P.C. 1994-1074, subsec. 1(6), 


June 23, 1994, Canada Gazette, Part Il, July 13, 1994, applicable 
after 1992. 


(0) a bond, a debenture, note or similar obligation 
issued by the government of a country other than 
Canada and that had, at the time of purchase, an 
investment grade rating with a bond rating 
agency that in the ordinary course of its business 
rates the debt obligations issued by that 
government; 
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History: Para. 4900(1)(0) added by P.C. 1994-1075, subsec. 1(3), 
June 23, 1994, Canada Gazette, Part I, July 13, 1994, applicable to 
property acquired after June 21, 1993. 


(p) a bond, debenture, note or similar obligation 

of a corporation the shares of which are listed on 

a stock exchange referred to in section 3201; 
History: Para. 4900(1)(p) added by P.C. 1994-1075, subsec. 1(3), 


June 23, 1994, Canada Gazette, Part II, July 13, 1994, applicable to 
property acquired after June 21, 1993. 


(p.1) a right to a share of the capital stock of a 
corporation where the right is evidenced by a de- 
pository receipt that is listed on a stock exchange 
referred to in section 3200 or 3201; or 
History: Para. 4900(1)(p.1) added by P.C. 1998-629, subsec. 1(2), 
April 23, 1998, Canada Gazette, Part II, May 13, 1998, applicable 
to 1997 et seq. 


(q) a debt issued by a Canadian corporation 
(other than a corporation with share capital or a 
corporation that does not deal at arm’s length 
with a person who is an annuitant, a beneficiary 
or an employer under the governing plan of the 
plan trust) where 


(1) the taxable income of the corporation is ex- 
empt from tax under Part I of the Act because 
of paragraph 149(1)(1) of the Act, and 


(ii) either 


(A) before the particular time and after 
1995, the corporation 


(1) acquired, for a total consideration of 
not less than $25 million, property from 
Her Majesty in right of Canada or a 
province, and 


(II) put that property to a use that is the 
same as or similar to the use to which 
the property was put before the acquisi- 
tion described in subclause (I), or 


(B) at the time of the acquisition of the 
debt by the plan trust, it was reasonable to 
expect that clause (A) would apply in re- 
spect of the debt no later than one year af- 
ter the time of the acquisition. 


History: Para. 4900(1)(q) added by P.C. 1996-1487, subsec. 1(2), 
September 24, 1996, Canada Gazette, Part II, October 16, 1996, ap- 
plicable to property acquired after 1995. 


‘annuities business 
fo: ae oF oe 


re ghts or benefits. under 


umount of the trust’s entilements cannot be S 
sonal circumstances of any individual, other 
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(2) Notes, bonds, debentures, bankers’ acceptances 
or similar obligations. of 


(a) an employer by whom payments are made in 
trust to.a trustee under a deferred profit sharing 
plan or a revoked plan for the benefit of benefi- 
ciaries under the plan, or ei 


(b) a corporation with whom that employer does 
not deal at arm’s length 


are not qualified investments for the trust. |, 
History: Subsec. 4900(2) amended by P.C. 1994-1074, subsec. 


1(7), June 23, 1994, Canada Gazette Part Il, July 13, 1994, applica- 
ble after 1992. 


(3) For the purposes of subparagraph 204(e)(x) 
[204“‘qualified investment’’(i)] of the Act, a contract 
with a person licensed or otherwise authorized under 
the laws of Canada or a province to carry on in Can- 
ada an annuities business for an annuity payable to 
an employee or other beneficiary under a deferred 
profit sharing plan commencing not later than a day 
71 years after the day of his birth, the guaranteed 
term of which, if any, does not:exceed 15 years is a 
qualified investment for a trust governed by such a 
plan or revoked plan. __ ) 
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(4) For the purposes of subparagraphs 146(1)(g)(iv) 
[146(1)“qualified investment’’(d)] — and 
146.3(1)(d)Gii). [146:3(1) “qualified investment’’(c)] 
of the Act, a mortgage secured by real property situ- 
ated in Canada, or an interest therein, isa qualified 
investment for a registered retirement savings plan 
or a registered retirement income fund unless the 
mortgagor is the annuitant under the plan or fund, as 
the case may be, or is a person with whom the annui- 
tant does not.deal at arm’s Jength. _ 


(5) For the purposes of subparagraph 146.2(1)(g)(Gv) 
of the Act, a contract between a trust governed by a 
registered home ownership savings plan and a per- 
son licensed or otherwise authorized under the laws 
of Canada or a province to carry on in Canada an 
annuities. business is a qualified investment for that 
trust if the trust is entitled to receive from the person, 
on demand, an amount in settlement of the contract 
that is not less than the amount by which the aggre- 
gate of it (il 


(a) all the amounts. paid as consideration by the 
trust under the contract, and 


(b) interest on the amounts described in para- 
‘graph (a) at a rate that is not less than that guar- 
anteed under the contract 


exceeds . 
(c) such amount as may be specified in the 
contract. — | . 


(6) For the purposes of subparagraphs 146(1)(g)(Gv) 
[146(1)“qualified investment’(d)] — and 
146.3(1)(d)(ii) [146.3(1)“qualified investment” (c)] 
of the Act, except as provided in subsections (8) and 
(9), a property is a qualified investment for a trust 
governed by a registered retirement savings plan or a 
registered retirement income fund at any time if at 
that time the property is 


(a) a share of the capital stock of an eligible cor- 
_ poration (within the meaning assigned by subsec- 
tion 5100(1)), unless the annuitant under the plan 
or fund is a designated shareholder of the 
corporation; 


(b) an interest of a limited partner in a small busi- 
ness investment limited. partnership; or 


(c) an interest in a small business investment 
trust. 
Related Provisions: Reg. 4900(12) — Alternative definition of 
qualified investment; Reg. 4901(2).— Meaning of “designated 
shareholder”, “small business investment limited partnership”; 
“small business investment trust”. 


(7) For the purposes of subparagraph 204(e)(x) 


[204‘‘qualified investment’(i)] of the Act, except as 
provided in subsection (11), a property is a qualified 
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investment for a trust governed by a deferred profit 
sharing plan or revoked plan at any time if at that 
time the property is an interest 


(a) of a limited partner in a small business invest- 
ment limited partnership; or 


(b) in a small business investment trust. 


(8) For the purposes of subsection (6), where 


(a) a trust governed by a registered retirement 
savings plan or a registered retirement income 
fund holds 


(i) a share of the capital stock of an eligible 
corporation (within the meaning assigned by 
subsection 5100(1)), 


(11) an interest 1n a small business investment 
limited partnership that holds a small business 
security, or 


(iii) an interest in a small business investment 
trust that holds a small business security, and 


(b) the annuitant under the plan or fund provides 
services to or for the issuer of the share or small 
business security, as the case may be, or a person 
related to that issuer and it may reasonably be 
considered, having regard to all the circum- 
stances, including the terms and conditions of the 
share or small business security, as the case may 
be, or any agreement relating thereto and the rate 
of interest or the dividend provided on the share 
or small business security, as the case may be, 
that any amount received in respect of the share 
or small business security, as the case may be, is 
on account, in lieu or in satisfaction of payment 
for the services, 
the property referred to in subparagraph (a)(1), (ii) or 
(iii) held by the plan or fund shall, immediately 
before that amount is received, cease to be and shall 
not thereafter be a qualified investment for the trust 
governed by the plan or fund. 


(9) For the purposes of subsection (6), where 


(a) a trust governed by a registered retirement 
savings plan or a registered retirement income 
fund holds | ) 
(i) an interest in a small business investment 
limited partnership, or 
(ii) an interest in a small business investment 
trust 
that holds a small business security (referred to in 
this subsection as the “designated security”) of a 
corporation, and 
(b) the annuitant under the plan or fund is a des- 
ignated shareholder of the corporation, 


the interest shall not be a qualified investment for the 
trust governed by the plan or fund unless 
(c) the designated security is a share of the capital 
stock of an eligible corporation, 


(d) the partnership or trust, as the case may be, 
has no right to set off, assign or otherwise apply, 
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directly or indirectly, the designated security 
against the interest, 


(e) no person is obligated in any way, either abso- 
lutely or contingently, under any undertaking the 
intent or effect of which is 


(i) to limit any loss that the plan or fund may 
sustain by virtue of the ownership, holding or 
disposition of the interest, or 


(ii) to ensure that the plan or fund will derive 
earnings by virtue of the ownership, holding 
or disposition of the interest, 


(f) in the case of the partnership, there are more 
than 10 limited partners and no limited partner or 
group of limited partners who do not deal with 
each other at arm’s length holds more than 10 per 
cent of the units of the partnership, and 


(g) in the case of the trust, there are more than 10 
beneficiaries and no beneficiary or group of ben- 
eficiaries who do not deal with each other at 
arm’s length holds more than 10 per cent of the 
units of the trust. 


(10) For the purposes of paragraphs (9)(f) and (g), a 
trust governed by a plan or fund shall be deemed not 
to deal at arm’s length with a trust governed by an- 
other plan or fund if the annuitant of the plan or fund 
is the same person as, or does not deal at arm’s 
length with, the annuitant of the other plan or fund. 


(11) For the purposes of subsection (7), where 


(a) a trust governed by a deferred profit sharing 
plan or revoked plan holds 


(i) an interest in a small business investment 
limited partnership, or 


(ii) an interest in a small business investment 
trust 


that holds a small business security of a 
corporation, 


(b) payments have been made in trust to a trustee 
under the deferred profit sharing plan or revoked 
plan for the benefit of beneficiaries thereunder by 
the corporation or a corporation related thereto, 
and 


(c) the small business security is not an equity 
share described in paragraph 204(e)(v1) 
[204“‘qualified investment’’(e)] of the Act, 


the interest referred to in subparagraphs (a)(i) and 
(ii) shall not be a qualified investment for the trust 
referred to in paragraph (a). 


(12) For the purposes of paragraph (d) of the defini- 
tion “qualified investment” in subsection 146(1) of 
the Act and paragraph (c) of the definition “qualified 
investment” in subsection 146.3(1) of the Act, a 
property is a qualified investment for a trust gov- 
erned by a registered retirement savings plan or a 
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registered retirement income fund at any time if, at 
the time the property was acquired by the trust, 


(a) the property was a share of the capital stock of 
a corporation (other than a cooperative corpora- 
tion) that would, at that time or at the end of the 
last taxation year of the corporation ending 
before that time, be a small business corporation 
if the expression “Canadian-controlled private 
corporation” in the definition “small business 
corporation” in subsection 248(1) of the Act were 
read as “Canadian corporation (other than a cor- 
poration controlled at that time, directly or indi- 
rectly in any manner whatever, by one or more 
non-resident persons)”, 


(b) the property was a share of the capital stock 
of a prescribed venture capital corporation. de- 
scribed in section 6700, or 


(c), the property was a qualifying share in respect 
of a specified cooperative corporation and the 
plan or fund 


and, immediately after the time the property was ac- 
quired by the trust, the annuitant under the plan or 
fund at that time was not a connected shareholder of 
the corporation. 

Related Provisions: ITA 256(5.1) — Meaning of “controlled di- 
rectly or indirectly”; Reg. 4900(6) — Alternative definition of qual- 
ified investment; Reg. 4901(2) — Meaning’ of “connected share- 
holder’, “qualifying share’ and “specified cooperative corporation”. 


I.T. Technical News: No. 9 (qualified investments — whether 
shareholders deal at arm’s length). 


(13) Notwithstanding subsection (12), where 


(a) a share that is otherwise a qualified invest- 
ment for the purposes of paragraph (d) of the def- 
inition “qualified investment” in subsection 
146(1) of the Act or paragraph (c) of the defini- 
tion “qualified investment” in — subsection 
146.3(1) of the Act solely because of subsection 
(12) is held by a trust governed by a registered 
retirement savings plan or registered retirement 
income fund, 


(b) an individual 

(i) provides services to or for, 

(ii) acquires goods from, or 

(iii) is provided services by 
the issuer of the share or a person related to that 
issuer, . 
(c) an amount is received in respect of the share 
by the trust, and 


(d) the amount can reasonably be considered, 
having regard to all the circumstances, including 
the terms and. conditions of the share, or any 
agreement relating thereto and any dividend pro- 
vided on the share to be 


(i) on account of, or in lieu or in satisfaction 
of, payment for the services to or for the is- 
suer or the person related to the issuer, or 
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(ii) in respect of the acquisition of the goods 
from, or the services provided by, the issuer or 
the person related to the issuer, 103 


the share shall, immediately before the amount is re- 
ceived, cease to be and shall not thereafter be a qual- 
ified investment for the trust. 

History: Para. 4900(12)(c) amended by P.C. 1995-1820, subsec. 


1(3), October 31, 1995, Canada Gazette, Part II, November 15, 
1995, applicable after December 2, 1992. 


Subsecs. 4900(12) and (13) added by P.C. 1994-1074, subsec. 1(8), 
June 23, 1994, Canada Gazette, Part Il, July 13, 1994, applicable 
after December 2, 1992. 


Subsecs. 4900(6), (7), (8), (9); (10) and (11) added by P.C. 1986- 
772, subsec. 2(2), March 26, 1986, Canada Gazette, Part II, April 
16, 1986, effective after October 31, 1985. 


Interpretation Bulletins: IT-320R2: RRSP — qualified 


investments. 


4901. Interpretation — (1) For the purposes of 
paragraphs 204.4(2)(b), (d) and (f) and subsection 
204.6(1) of the Act, a “prescribed investment’ for a 
corporation or trust, as the case may be, means a 
property. that is a qualified investment for the plan or 
fund described in paragraphs 204.4(1)(a) to (d) of 
the Act in respect of which the corporation or trust is 
seeking registration or, has-been registered, as the 
case may be: 


(1.1) [Revoked] 
History: Subsec. 4901(1.1) revoked. by P.C. 1994-1074, subsec. 
2(1), June 23, 1994, Canada Gazette, Part II, July 13, 1994, applica- 
ble after October 31, 1985. 
Para. 4901(1.1)(b) substituted by P.C. 1986-2590, s..13, November 


20, 1986, Canada Gazette, Part II, December 10, 1986, applicable 
after October 31, 1985. 


Subsec. 4901(1.1) added by P.C. 1986-772, subsec. 3(1), March 26, 
1986, Canada Gazette, Part Il, April 16, 1986, effective after Octo- 
ber 31,1985. J 


(2) In this Part, 


“allocation in proportion to patronage” has the 
meaning assigned by subsection 135(4) of the Act; 


“connected shareholder” of a corporation at any 
time is a person (other than an exempt person in re- 
spect of the corporation) who owns, directly or indi- 
rectly, at that time, not less than 10% of the issued 
shares of any class of the capital stock of the corpo- 
ration or of any other corporation that is related to 
the corporation and, for the purposes of this 
definition, mall ¢ 


(a) paragraphs (a) to (e) of the definition. “speci- 
fied shareholder” in subsection 248(1) of the Act 
apply, and . 


(b) an exempt person in respect of a corporation 
‘is a person who deals at arm’s length with the 
corporation where the total of all amounts, each 
of which is the cost amount of any share of the 
capital stock of the corporation, or of any other 
corporation that is related to it, that the person 
owns or is deemed to own for the purposes of the 
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definition “specified shareholder” in subsection 
248(1) of the Act, is less than $25,000; _ 


“consumer goods or services” has the meaning as- 
signed by subsection 135(4) of the Act; 


“designated shareholder” of a corporation at any 
time means a taxpayer who at that time 


(a) is, or is related to, a person (other than an ex- 
empt person) who owns, directly or indirectly, 
not less than 10% of the issued shares of any 
class of the capital stock of the corporation or of 
any other corporation that is related to the corpo- 
~ ration and, for the purposes of this definition, 


(i) paragraphs (a) to (e) of the definition 
“specified shareholder” in subsection 248(1) 
of the Act apply, and 


(ii) an exempt person in respect of a corpora- 
tion is a person who deals at arm’s length with 
the corporation where the total of all amounts, 
each of which is the cost amount of any share 
of the capital stock of the corporation, or of 
any other corporation that is related to it, that 
the person owns or is deemed to own for the 
purposes of the definition “specified share- 
holder’ in subsection 248(1) of the Act, is less 
than $25,000; 


- (b) is or is related to a member of a partnership 
that controls the corporation, 


(c) is or is related to a beneficiary under a trust 
that controls the corporation, 


(d) is or is related to an employee of the corpora- 
tion or a corporation related thereto, where any 
group of employees of the corporation or of the 
corporation related thereto, as the case may be, 
controls the corporation, except where the group 
of employees includes a person or a related group 
that controls the corporation, or 


(e) does not deal at arm’s length with the 
corporation; 


“governing plan” means a registered retirement 
savings plan, a registered home ownership savings 
plan, a registered retirement income fund, a deferred 
profit sharing plan or a revoked plan; 


“plan trust” means a trust governed by a governing 
plan; 


“qualifying share’, in respect of a specified cooper- 


ative corporation and a registered retirement savings 
plan or registered retirement income fund, means a 
share of the capital or capital stock of the corpora- 
tion where 


(a) ownership of the share or a share identical to 
the share is not a condition of membership in the 
corporation, or 
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(b) the annuitant under the plan or fund (or any 
person related to the annuitant) 


(i) has not received a payment from the corpo- 
ration after November 29, 1994 pursuant to an 
allocation in proportion to patronage in te- 
spect of consumer goods or ‘services, and 


(ii) can reasonably be expected not to receive 
a payment, after the acquisition of the share 
by the trust governed by the plan or fund, 
from the corporation pursuant to an allocation 
in proportion to patronage in respect of con- 
sumer goods or services; 


“revoked plan’ has the meaning assigned by para- 
graph 204(f) [204“revoked plan”] of, the Act; 


“small business investment limited partnership” 
has the meaning assigned by subsection 5102(1); 


“small business investment trust” has the meaning 
assigned by subsection 5103(1); and 


“small business security” has the meaning assigned 
by subsection 5100(2). 


“specified cooperative corporation’? means 


(a) a cooperative corporation within the meaning 
assigned by subsection 136(2) of the Act, or 


(b) a corporation that would be a cooperative cor- 
poration within the meaning assigned by subsec- 
tion 136(2) of the Act if the purpose described in 
that subsection were the purpose of providing 
employment to the corporation’s members or 
customers. 


History: The definitions “allocation in proportion to patronage”, 
“consumer goods or services”, and ‘qualifying share” added, the 
definition “connected shareholder’ and para. (a) of “designated 
shareholder” amended, by P.C. 1995-1820, subsecs. .2(3), (4)...(6), 
October 31, 1995, Canada Gazette, Part Il, November. 15,.1995; 
“connected shareholder” amendment, and “allocation in proportion 
to patronage”, “consumer goods or services”, and “qualifying 
share” additions applicable after December 2, 1992, 

* except that where a property was acquired by a trust governed 
by an RRSP or RRIF before November 30, 1994 and the annui- 
tant under the fund or plan would, if the amended definition of 
“connected shareholder” applied, be a connected shareholder of 
the corporation immediately after that time; the amended defini- 
tion of “connected shareholder” would not apply in respect of 
that acquisition; and 

* with respect to property acquired before November, 30, 1994, 
para. (a) of “qualifying share’ shall be read as follows: 

(a) the share is not required to be purchased as a condition of 
membership in the corporation, or; 
para. (a) of “designated shareholder”, applicable to property ac- 
quired after November 29, 1994. 
The definitions “connected shareholder”, “specified cooperative 
corporation” added by P.C. 1994-1074, subsec. 2(2), June 23, 1994, 
Canada Gazette, Part I, July 13, 1994, applicable after December 
222. 
Paras. (b) to (d) of the definition “designated shareholder” substi- 
tuted by P.C. 1990-1837, s. 1, August 28, 1990, Canada Gazette, 
Part I, September 12, 1990, applicable after 1988. 
“Designated shareholder”, “small business investment limited part- 
nership”, “small business investment trust” and “small business se- 
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curity” added by P.C. 1986-772, subsec. 3(2), March 26, 1986, Can- 
ada Gazette, Part II, April 16, 1986, effective after October 31, 
1985. 


(2.1) For the purposes of the definition “connected 
shareholder” in subsection (2) and of subsection 
(2.2), each share of the capital of a specified cooper- 
ative corporation and all other shares of the capital 
of the corporation that have attributes identical to the 
attributes of that share shall be deemed to be shares 
of a class of the capital stock of the corporation. 
History: Subsec. 4901(2.1) added by P.C. 1995-1820, subsec. 2(8), 
October 31, 1995, Canada Gazette, Part Il, November 15, 1995, ap- 
plicable after December 2, 1992, except that it does not apply where 
a property was acquired by a trust governed by an RRSP or RRIF 
before November 30, 1994 and the annuitant under the fund or plan 
would, if Reg. 4901(2.1)-(2.3) and the amended version of 
4901(2)connected shareholder” applied, be a connected share- 
holder of the corporation immediately after that time. 


(2.2) For the purpose of this Part, a person is deemed 
to be a connected shareholder of a corporation at any 
time where the person would be a connected share- 
holder of the corporation at that time if, at that time, 


(a) the person had each right that the person 
would be deemed to own at that time for the pur- 
poses of the definition “specified shareholder” in 
subsection 248(1) of the Act if that right were a 
share of the capital stock of a corporation; 


(b) the person owned each share of a class of the 
capital stock of a corporation that the person had 
a right at that time under a contract, in equity or 
otherwise, either immediately or in the future and 
either absolutely or contingently, to acquire; and 


(c) the cost amount to the person of a share re- 

ferred to in paragraph (b) were the cost amount to 

the person of the right to which the share relates. 
History: Subsec. 4901(2.2) added by P.C. 1995-1820, subsec. 2(8), 
October 31, 1995, Canada Gazette, Part Il, November 15, 1995, ap- 
plicable after December 2, 1992, except that it does not apply where 
a property was acquired by a trust governed by an RRSP or RRIF 
before November 30, 1994 and the annuitant under the fund or plan 
would, if Reg. 4901(2.1)-(2.3) and the amended version of 
4901(2)“connected shareholder” applied, be a connected share- 
holder of the corporation immediately after that time. 


(2.3) For the purpose of this Part, a person is deemed 
to be a designated shareholder of a corporation at 
any time if the person would be a designated share- 
holder of the corporation at that time if, at that time, 
paragraphs (2.2)(a) to (c) applied in respect of that 
person. 

History: Subsec. 4901(2.3) added by P.C. 1995-1820, subsec. 2(8), 


October 31, 1995, Canada Gazette, Part I], November 15, 1995, ap- 
plicable to property acquired after November 29, 1994. 


(3) For greater certainty, a reference in this Part to 


(a) a mortgage includes a reference to a charge, 
hypothec or similar instrument pertaining to real 
property, or to an interest therein; and 


(b) a mortgagor includes a reference to a hypoth- 
ecator or a debtor under any instrument referred 
to in paragraph (a). 


Income Tax Regulations 


Part L — Deferred Income 
Plans, Foreign Property 


History: Part L was consolidated by the Consolidated Regulations 
of Canada, chapter 945, proclaimed in force August 15, 1979, by 
P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 8, 
1979. 


Interpretation Bulletins: IT-320R2: RRSP — qualified invest- 
ments; IT-412R: Foreign property of registered plans. 


5000. (1) Where a taxpayer holds a share of the capi- 
tal stock of a mutual fund corporation (other than an 
investment corporation) or an interest in, or a right to 
acquire an interest in, 


(a) a mutual fund trust, 
(b) a pooled fund trust, 


(c) a trust that would be a mutual fund trust if 
Part XLVIII were read without reference to para- 
graph 4801(b) thereof, or 


(c.1) a resource property trust, 


that share, interest or right, as the case may be, shall 
not be foreign property for the purpose of computing 
the tax payable by the taxpayer under Part XI of the 
Act in respect of any particular month, if 


(d) the corporation or trust, as the case may be, 
has not acquired any foreign property after June 
30, 1971; or 


(e) at no time during the relevant period for the 
particular month did the cost amount to the cor- 
poration or to the trust, as the case may be, of all 
foreign property held by it exceed 20 per cent of 
the cost amount to it of all property held by it. 
History: Para. 5000(1)(e) substituted by P.C. 1992-258, subsec. 
1(1), February 13, 1992, Canada Gazette, Part Il, February 26, 
1992, applicable to months ending after 1989 except that for months 
in 1990, 1991, 1992 and 1993 the reference to “20-per cent” shall be 
read as “12 per cent’, “14 per cent”, “16 per cent” and “18 per cent” 
respectively. 
Para. 5000(1)(e) substituted by P.C. 1990-1837, subsec. 2(1), Au- 
gust 28, 1990, Canada Gazette, Part Il, September 12, 1990. 


Para. 5000(1)(c.1) added by P.C. 1985-2351, subsec. 1(1), July 24, 
1985, Canada Gazette, Part Il, August 7, 1985, applicable with re- 
spect to trusts created after November 12, 1981. 


(1.1) For the purposes of paragraph (i) of the defini- 
tion “foreign property” in subsection 206(1) of. the 
Act, the following interests are hereby prescribed not 
to be foreign property; 


(a) an interest of a limited partner in a small busi- 
ness investment limited partnership (within the 
meaning assigned by subsection 5102(1));: 


(b) an interest in a small business investment trust 
(within the meaning assigned by subsection 
5103(1)); and ) 


(c) an interest of a limited partner in a qualified 
limited partnership. 
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History: Subsec, 5000(1.1) added by P.C. 1986-772,. subsec: 4(1), 
March 26, 1986, Canada Gazette, Part II, April 16, 1986, effective 
after October 31, 1985. 


(1.2) For the purposes of paragraph (i) of the defini- 
tion “foreign property” in subsection 206(1) of the 
Act, a property of a beneficiary that is an interest 
under a trust described in paragraph 149(1)(0.4) of 
the Act is prescribed. not to be foreign property of the 
beneficiary at a time where 


(a) no other property of the beneficiary is foreign 
property at that time; or 


(b) the trust does not own any foreign property at 
that time. : 
History: Subsec. 5000(1.2) added by P.C. 1990-1837, subsec. 2(2), 


August 28, 1990, Canada Gazette, Part II, September 12, 1990, ap- 
plicable to 1987 et seq. 


(2) Where . 


(a) a share of the capital stock of a. corporation 
referred to in subsection (1) or an interest in, or a 
right to acquire an interest in, a trust referred to in 
that subsection would, but for this subsection, be 
foreign property for the purpose of computing the 
tax payable by a taxpayer under Part XI of the 
Act in respect of a particular month, 


(b) the relevant period for the particular month in 
relation to property held by the trust or corpora- 
tion is its taxation year that includes the end of 
the particular month, and 


(c) at the end of the relevant period for the partic- 
ular month, the cost amount to the corporation or 
to the trust, as the case may be, of all foreign 
property held by it did not exceed 20 per cent of 
the cost amount to it of all property held by it, 


that share, interest or right shall not be foreign prop- 
erty for the purpose of computing the tax payable by 
the taxpayer under Part XI of the Act in respect of 
the particular month. 


History: Subsec. 5000(2) substituted by P.C. 1992-258, subsec. 


1(2), February 13, 1992, Canada Gazette, Part II, February 26, 
1992, applicable to months ending after 1989 except that for months 
in 1990, 1991, 1992 and 1993 the reference in para. (2)(c) to “20 
per cent” shall be read as “12 per cent”, “14 per cent”, “16 per cent” 
and “18 per cent” respectively. 


Paras. 5000(2)(a), (b) substituted by. P.C. 1990-1837, subsec. 2(3), | 


August 28, 1990, Canada Gazette, Part II, September. 12, 1990. 


(3) Where a taxpayer holds a share of the capital 
stock of an investment corporation, subsections (1), 
(2) and (7) apply in respect of that share as if 
(a) the reference in subsection (1) to ‘mutual 
fund corporation (other than an investment corpo- 
ration)” were read as a reference to an “iInvest- 
ment corporation”; and 
(b) the reference in subsection (1) to “June 30, 
1971” were read as a reference to “October 13, 
LOM 


(4) Where a taxpayer holds a share of the capital 


stock of an investment corporation, that share shall | 


not be foreign property for the purpose of computing 
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the tax:payable by the taxpayer under Part XI of the 
Act in respect of a particular month if the share 
would otherwise be foreign property solely by rea- 
son of the acquisition by the corporation of foreign 
property before October 16, 1971. 


(5) Where a mutual fund corporation or a mutual 
fund trust holds a share of the capital stock of a mu- 
tual fund corporation (other than an inyestment cor- 
poration) or an interest in, or a right to. acquire an 
interest in, a mutual fund trust, the share or the inter- 
est, as the case may be, shall not be foreign property 
for the purpose of computing the tax payable by a 
taxpayer under Part XI of the Act in respect of a par- 
ticular month if the last-mentioned corporation or 
trust, as the case may be, complies with 


(a) paragraph (1)(d); 
(b) paragraph (1)(e) in respect of the particular 
month; or Hg 


(c) paragraphs (2)(b) and (c) in respect of the par- 
ticular month. 


(6) Where ‘a mutual fund corporation or a mutual 


fund trust holds a share of the capital stock of an in- 
vestment corporation, the. share shall not be foreign 
property for the purpose of computing the tax paya- 
ble by a taxpayer under Part XI of the Act in respect 
of a particular month. if the investment, corporation 
(a) would comply with paragraph (1 )(d) if the ref- 
erence therein to “June 30, 1971” were read.as a 
reference to “October 16, 1971”; 
(b) complies with paragraph (1)(e) in respect of 
the particular month; or 
(c) complies with paragraphs (2)(b) and (c) in re- 
spect of the particular month. 
History: Subsecs. 5000(3) to (6) substituted by P.C. 1992-258, sub- 


sec. 1(2), February 13, 1992, Canada Gazette, Part 11; February 26, 
1992, applicable to months ending after 1989. 


(7). In this section, 


“foreign property” has the meaning assigned by 
section 206 of the Act; 


“pooled fund trust” means, with respect to a partic- 
ular taxpayer who owns..an interest in the trust, a 
trust the trustee of which is a trust company incorpo- 
rated under the laws’ of Canada or a province and 
that complies with the following conditions: 


(a) throughout the taxation year of the trust (in 
this subsection referred to’as the “first relevant 
year”) in which the taxpayer acquired the interest 
or the first taxation year of the trust (in this sub- 
section referred to as the “second relevant year’) 
commencing more than one year after the tax- 
payer acquired the interest, the total, at any time, 
of 


(i) the cost amount to the trust of 
(A) shares, 


(B) any property that, under its terms or 
conditions or any agreement relating to It, 
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is convertible into, is exchangeable for or 
confers a right to acquire, shares, 


(C) bonds, 

(D) mortgages, 

(E) marketable securities, 
(F) cash, 


(G) life insurance policies in Canada (other 
than annuity contracts), and 


(H) annuity contracts issued. by persons li- 
censed or otherwise authorized under the 
laws of Canada or a province to carry on in 
Canada an annuities business, and 


(ii) the amount by which the cost amount to 
the trust of real property that can reasonably 
be regarded as being held for the purpose of 
producing income from property exceeds the 
total of amounts each of which was owing by 
the trust at that time on account of its acquisi- 
tion of the real property and was included at 
that time in the cost amount to the trust of the 
real property, 


was not less than 80 per cent of the amount by 
which the cost amount to the trust of all property 
at that time exceeds the total of amounts each of 
which was owing by it at that time on account of 
its acquisition of real property and was included 
at that time in the cost amount to it of real 
property, 

(b) throughout the first relevant year or the sec- 
ond relevant year, the cost amount to the trust at 
any time of shares, bonds, mortgages.and other 
securities of any one corporation or debtor, other 
than bonds, mortgages and other securities of or 
guaranteed by Her Majesty in right of Canada, a 
province or a Canadian municipality, was not 
more than 10 per cent of the amount by which the 
cost amount to the trust of all property at that 
time exceeds the total of all amounts each. of 
which was owing by the trust at that time on ac- 
count of the trust’s acquisition of real property 
and was included at that time in the cost amount 
to the trust of real property, 


(c) throughout the first relevant year or the sec- 
ond relevant year, the amount by which. 


(i) the cost amount to the trust of any one real 
property at any time 


exceeds 


(ii) the total of amounts each of which was 
owing by the trust at that time on account of 
its acquisition of the real property and was in- 
cluded at that time in the cost amount to it of 
the real property 


was not more than 10 per cent of the amount by 
which the cost amount to the trust of all property 
at that time exceeds the total of amounts each of 
which was owing by the trust at that time on ac- 
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count of its acquisition of real property and was 
included at that time in the cost amount to the 
trust of real property, and 


(d) not less than 95 per cent of the income of the 
trust (determined without reference to subsec- 
‘tions 49(2.1) and 104(6) of the Act) for the first 
relevant year or the second relevant year was de- 
rived from, or from the dispositions of, invest- 
ments described in paragraph (a); , 
History: Subpara. (a)(i) of “pooled fund trust” in subsec. 5000(7) 


substituted by P.C. 1997-100, s..1, January 28, 1997, Canada Ga- 
zette, Part II, February 5, 1997, applicable after 1995... 


Definition of “pooled fund trust” in subsec. 5000(7) amended by 
P.C. 1994-1074, s. 3, June 23, 1994, Canada Gazette, Part I, July 
13, 1994, applicable after 1989. 


Cl. (a)(i)(A) of “pooled fund trust” in subsec. 5000(7) substituted by 
P.C. 1990-1837, subsec. 2(4), August 28, 1990, Canada Gazette, 
Part II, September 12, 1990, applicable after October 31, 1985. 


Cl. (a)(i)(A) and subpara. (a)(ii) of definition “pooled fund trust” 
substituted by P.C. 1981-2518, s..5, September 16, 1981, Canada 
Gazette, Part Il, October 14, 1981, effective January 1, 1981. 


“qualified limited partnership”, at a particular 
time after 1985, means a limited partnership that at 
all times after it was formed and before the particular 
time complied with the following conditions: 


(a) it had only one general partner, 


_.(b) the share of the general partner, as general 
partner, in any income of the partnership from 
any source in any place, for any period, was the 
same as his share, as general partner, in 


(i) the income of the partnership from that 
source in any other place, 


(ii) the income of the partnership from any 
other source, 


(iii) the loss of the partnership from any 
source, 


(iv) any capital gain of the partnership, and 
(v) any capital loss of the partnership 


for that period, except that the share of the gen- 
eral partner, as general partner, in the income or 
loss of the partnership from specified properties 
(within the meaning assigned by subsection 
5100(1)) may differ from his share, as general 
partner, in the income or loss of the partnership 
from other sources, 


(c) the share of the general partner, as general 
partner, in any income or loss of the partnership 
for any period was not less than his share, as gen- 
eral partner, in the income or loss of the partner- 
ship for any preceding period, 


(d) the interests of the limited partners were de- 
scribed by reference to units of the partnership 
that were identical in all respects, 


(e) no limited partner or group of limited partners 
who did not deal with each other at arm’s length 
held more than 30: per cent of the units of the 
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partnership and, for the purposes of this para- 
graph, 
(i) the general partner shall be deemed not to 


hold any unit of the partnership as a limited 
partner, and 


(ii) where a limited partner of a partnership is 
a qualified trust (within the meaning assigned 
by subsection 259(3) of the Act) for any pe- 
riod in respect of which subsection 259(1) of 
the Act is applicable, the qualified trust shall 
be deemed not to hold any unit of the partner- 
ship for that period, 


(f) its only undertaking was the investing of its 
funds and its investments consisted solely of 


(i) shares of the capital stock of corporations 

‘(other than shares that were issued to the part- 
nership and that are shares described in sec- 
tion 66.3 of the Act or shares in respect of 
which amounts have been designated under 
subsection 192(4) of the Act), 


(ii) rights, or warrants that grant the owner 
thereof rights, to acquire shares of the capital 
stock of corporations, 

(iii) put or call options in respect of shares of 
the capital stock of corporations, 


(iv) debt obligations of corporations, 
(v) specified properties (within the meaning 
assigned by subsection 5100(1)}, or 
(vi) any combination of the properties de- 
scribed in subparagraphs (i) to (v), 
(g) no election has been made under subsection 
97(2) of the Act on the acquisition of any prop- 
erty by it, 
(h) it has not borrowed money except for the pur- 
pose of earning income from its investments and 
the amount of any such borrowings at any time 
did not exceed 20 per cent of the partnership cap- 
ital at that time, and 
(i) the cost amount to it of all foreign property 
held by it 
(i) before 1990 and the particular time did not 
exceed 10 per cent, 
(ii) before 1991 and the particular time did not 
exceed 12 per cent, 
(iii) before 1992 and the particular time did 
not exceed 14 per cent, 
(iv) before 1993 and the particular time did 
not exceed 16 per cent, 
(v) before 1994 and the particular time did not 
exceed 18 per cent, and 
(vi) before the particular time did not exceed 
20 per cent 
of the cost amount to it of all property held by it. 


History: That portion of “qualified limited partnership” preceding 
para. (a), and para. (i) thereof, substituted by P.C. 1992-258, sub- 
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secs. 1(4), (5), February 13, 1992, Canada Gazette, Part I, Febru- 
ary 26, 1992, applicable after 1989. 

Para. (e) of “qualified limited partnership” substituted by P.C. 1990- 
1837, subsec. 2(5), August 28, 1990, Canada Gazette, Part II, Sep- 
tember 12, 1990, applicable after October 31, 1985. 

“Qualified limited partnership” added by P.C. 1986-772, subsec. 
4(2), March 26, 1986, Canada Gazette, Part I, April 16, 1986, ef- 
fective after October 31, 1985. 


“relevant period for the particular month” means, 
in relation to property held by a particular corpora- 
tion or particular trust, 


(a) its most recent taxation year ending before the 
end of the particular month, and 


(b) its taxation year that includes the end of the 
particular month, where paragraph (a) does not 


apply. 


‘“Yesource property trust” means a trust the trustee 
of which is a trust company that is incorporated 
under the laws of Canada or a province and that 
complies with the following conditions: 


(a) the trust, at all times after the later of Novem- 
ber 12, 1981 and the time at which it was created, 


(i) has limited its activities to 


(A) acquiring Canadian resource properties 
by purchase or by incurring Canadian ex- 
ploration expense or Canadian develop- 
ment expense, or 


(B) holding, exploring, developing, main- 
taining, improving, managing, operating or 
disposing of its Canadian resource 
properties, 


(ii) has made no investments other than 
(A) in Canadian resource properties, 


(B) in property to be used in connection 
with Canadian resource properties de- 
scribed in clause (i)(A), 


(C) in loans secured by Canadian resource 
properties for the purpose of carrying out 
any activity described in subparagraph (1) 
with respect to Canadian resource 
properties, 
(D) in corporations described in subpara- 
graph 149(1)(0.2)(@i.1) of the Act, or 
(E) investments that a pension fund or plan 
is permitted to make under the Pension 
Benefits Standards Act or a similar law of 
a province, and 
(iii) has not borrowed money except for the 
purpose of earning income from Canadian re- 
source properties, and 
(b) the beneficiaries of the trust, at all times after 
the later of November 12, 1981 and the time at 
which it was created, were 


(i) registered pension plans, or 


(ii) trusts all the beneficiaries of which were 
registered pension plans. 
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History: “Resource property trust” amended by P.C. 1991-2540, s. 
8, December 16, 1991, Canada Gazette, Part II, January 15, 1992, 
applicable after 1985. 


Definition of “resource property trust” added by P.C, 1985-2351, 
subsec. 1(2), July 24, 1985, Canada Gazette, Part II, August 7, 
1985, applicable with respect to trusts created after November 12, 
1981. 


Interpretation Bulletins: IT-412R2: Foreign property of regis- 
tered plans. 


5001. For the purposes of paragraph 149(1)(0.4) of 
the Act, a trust is a master trust at any time if, at all 
times after it was created and before that time, 


(a) it was resident in Canada; 


(b) its only undertaking was the investing of its 
funds; 


(c) it never borrowed money except where the 
borrowing was for a term not exceeding 90 days 
and it is established that the borrowing was not 
part of a series of loans or other transactions and 
repayments; 

(d) it never accepted deposits; and 


(e) each of the beneficiaries of the trust was a 
trust governed by a registered pension fund or 
plan or a deferred profit sharing plan. 
History: S. 5001 added by P.C. 1990-1837, s. 3, August 28, 1990, 
Canada Gazette, Part Il, September 12, 1990, applicable to 1987 et 
seq. 


Part LI — Deferred Income 
Plans, Investments in Small 


Business 


History: Part LI (ss. 5100-5104) substituted by P.C. 1986-772, s. 
5, March 26, 1986, Canada Gazette, Part Il, April 16, 1986, effec- 
tive after October 31, 1985. 


Former Part LI, which defined “permanent establishment’, was con- 
solidated by the Consolidated Regulations of Canada, chapter 945, 
proclaimed in force August 15, 1979, by P.C. 1979-1934, July 19, 
1979, Canada Gazette, Part Il, August 8, 1979. 


Interpretation Bulletins [Part LI]: IT-320R2: RRSP — qualified 
investments. 


5100. (1) In this Part, 


“designated rate’, at any time, means 150 per cent 
of the highest of the prime rates generally quoted at 
that time by the banks to which Schedule A to the 
Bank Act applies; 


“eligible corporation”, at any time, means 


(a) a particular corporation that is a taxable Cana- 
dian corporation all or substantially all of the 
property of which is at that time 


(i) used in a qualifying active business carried 
on by the particular corporation or by a corpo- 
ration controlled by it, 


(11) shares of the capital stock of one or more 
eligible corporations that are related to the 
particular corporation, or debt obligations is- 
sued by those eligible corporations, 
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(iii) any combination of the properties de- 
scribed in subparagraph (i) and (ii), 


(a.1) a specified holding corporation, or 


(b) a prescribed venture capital corporation de- 
scribed in section 6700, 


but does not include 


(c) a corporation that is a taxpayer described in 
subsection 39(5) of the Act, 
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(d) a corporation controlled by one or more non- 
resident persons, or 


(e) a venture capital corporation, other than a pre- 
scribed venture capital corporation described in 
section 6700; ) 
History: Subpara. (a)(ii) of “eligible corporation” substituted, and 
para. (a.1) added, by P.C. 1990-1837, subsecs. 4(1), (2), August 28, 
1990, Canada Gazette; Part II, September 12, 1990, applicable after 
October 31, 1985. UH) 


Para, (d) of “eligible corporation’’ substituted by subsec.. 4(3) of the 
said P.C. 1990-1837, applicable after 1988... 


“qualifying ‘active business”, at any time, means 
any business cartied on primarily in Canada by a 
corporation, but does not include 


(a) a business (other than a business of leasing 
property other than real property) the principal 
purpose of which is to derive income from prop- 
erty (including interest, dividends, rent and royal- 
ties), or 

(b).a business of deriving gains from the disposi- 
tion of property (other than property in the inven- 
tory of the business), 


and, for the purposes of this definition, a business 
carried-on primarily in Canada by a corporation, at 
any time, includes a business carried on by the cor- 
poration if, at that time, 


‘(c) at least 50 per cent of the full time employees 
‘of the corporation and all corporations related 
thereto employed in respect of the business are 
employed in Canada, or . 


/(d) at least 50 per cent of the salaries and wages 
paid to employees of the corporation and all cor- 
porations related thereto employed in respect of 

the business are reasonably attributable to ser- 

_vices rendered in Canada; 


“qualifying obligation”, at any time, means a bond, 
debenture, mortgage, note or other similar obligation 
of a corporation described in paragraph 149(1)(0.2) 
or (0.3) of ‘the Act, if 


(a) the obligation was issued by the corporation 
after October 31, 1985, . 


(b) the corporation used all or substantially all of 
the proceeds of the issue of the obligation within 
90 days after the receipt thereof to acquire 


(i) small. business securities, 


(ii) interests of a limited partner in small busi- 
ness investment limited partnerships, 
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- (ili) interests in small business investment 
' trusts, or epi 


(iv) any combination of the properties de- 
scribed in subparagraphs (i) to (iti) 


and, except as provided in subsection 5104(1), 
the corporation was the first person (other than a 
broker or dealer in securities) to have acquired 
the properties and the corporation has owned the 
properties. continuously since they were so 
acquired, 


(c) the corporation does not hold, and no group of 

_persons who do not deal with each other at arm’s 
length and of which it is a member holds, more 
than 30 per cent of the outstanding shares of any 
class of voting stock of another corporation, ex- 
cept where all or any part of those shares. were 
acquired. in specified circumstances, within the 
meaning of subsection 5104(2), 


(d) the recourse of the holder of the obligation 
against the corporation with respect to the obliga- 
tion is limited to the properties acquired with the 
proceeds of the issue of the obligation and any 
properties substituted therefor, and 


(e) the properties acquired with the proceeds of 
the issue of the obligation have not been disposed 
of, unless the disposition occurred within the 90 
day period immediately preceding that time, 
History: The opening words of the definition “qualifying obliga- 
tion” in subsec. 5100(1) amended by P.C. 1994-1817, para. 62(f), 
November 1, 1994, Canada Gazette, Part I], November 30, 1994. 


“specified holding corporation”, at any time, 
means a taxable Canadian corporation, where 


(a) all or substantially all of the collective prop- 
erty of the corporation and of all other corpora- 
tions controlled by it (each of which other corpo- 
rations is referred to in this definition as a 
“controlled corporation”), other than shares in the 
capital stock of the corporation or of a corpora- 
tion related to it and debt obligations issued by it 

or by a corporation related to it, is at that time 
used in a qualifying active business carried on by 
the corporation, and 


(b) all or substantially all of the property of the 
corporation is at that time 


(i) property used in a qualifying active busi- 
ness carried on by the corporation or»a con- 
trolled corporation, 


(ii) shares of the capital stock of one or more 
controlled corporations or eligible corpora- 
tions related to the corporation, 


(iii) debt obligations issued by one or more 
controlled corporations, or eligible corpora- 
tions related to the corporation, or, 


(iv) any combination of the properties de- 
scribed in subparagraphs (i), (ii) and (ii1), 
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and in a determination of whether property is used in 
a qualifying active business for the purposes of para- 
graph (a), 
(c) where a business is carried on by a controlled 
corporation, 


(i) the business shall be deemed to be a busi- 
ness carried on only by the corporation, and 


(ii) the controlled corporation shall be deemed 
to be the corporation in the application of 
paragraphs (c) and (d) of the definition “quali- 
fying active business”, and 


(d). if a business of the corporation is substantially 
similar to one or more other businesses of the 
corporation, all those businesses shall be deemed 
collectively to be one business of the corporation. 
History: “Specified holding corporation” added by P.C. 1990- 


1837, subsec. 4(4), August 28, 1990, Canada Gazette, Part II, Sep- 
tember 12, 1990, applicable after October 31,1985. 


“specified property” means property described in 
any of subparagraphs 204(e)(i), (ii), (ili), (vii) and 
(viii) [204“qualified investment’ (a), (b), (c), (f) and 
(g)] of the Act. ; 


(2) [Small business security] — For the pur- 
poses of this Part and paragraph (a) of the definition 
‘small business property” in subsection 206(1) of the 
Act, a small business security of a person, at any 
time, is the pry of that person that is, at that 
time, 


(a) a share of the capital stock of an eligible 
corporation, 


(b) a debt obligation of an eligible corporation 
(other than a prescribed venture capital corpora- 
tion described in section 6700) that does not by 
its terms or any agreement related to the obliga- 
tion restrict the corporation from incurring other 
debts and that is 


(i)'sécured solely by a floating charge on the 
assets of the corporation and that by its terms 
or any agreement related thereto’ is 
subordinate to all other debt obligations of the 
corporation (other than a small business secur- 
ity issued by the corporation, or a debt obliga- 
tion that is owing by the corporation to a 
shareholder of the corporation or a person re- 
lated to a shareholder of the corporation and 
that is not secured in any manner whatever), 
or 


(ii) not secured in any manner whatever, 
other than a debt obligation that 
(iii) where the debt obligation specifies an in- 


variant rate of interest, has an effective annual | 


rate of return that exceeds the designated rate 
for the day on which the obligation was is- 
sued, and 


(iv) in any other case, may have an effective 
annual rate of return at a particular time that 
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exceeds the designated rate at the particular 
time, 


(c) an option or right granted by an eligible cor- 
poration in conjunction with the issue of a share 
or debt obligation that qualifies as a small busi- 

“ness security to acquire a share of the capital 
stock of the corporation, or 


_(d) an option or right granted for no consideration 
by an eligible corporation to a holder of a share 
that qualifies as a small business securities to ac- 
quire a share of the capital stock of the 
corporation 


if, immediately after the time of acquisition thereof, 


(e) the aggregate of the cost amounts to the per- 
son of all shares, options, rights and debt obliga- 
tions of the eligible corporation and all corpora- 
tions associated therewith held by the person 
does not exceed $10,000,000, and 


(f) the total assets (determined in accordance with 
generally accepted accounting principles, on a 
consolidated or combined basis, where applica- 
ble) of the eligible corporation and all corpora- 
tions associated with it do not exceed 

$50,000,000 7 


and includes 
(g) property of the person that is, at. that time, 
(i) a qualifying obligation, 


(ii) the proportion of the interest of the person 
as a limited partner in a qualified limited part- 
nership (within the meaning assigned by sub- 
section 5000(7)) at that time that 


(A) the aggregate of the cost amounts to 
the partnership of all properties held by the 
partnership at that time that would be 
small business properties (within ‘the 
meaning assigned by subsection 206(1) of 
the Act) if the partnership were a person, 


is of 


(B) the aggregate of the cost amounts to 
the partnership of all properties held by the 
partnership at that time, or 


(iii) a security (in this subparagraph referred 
to as the “new security”) described in any of 
paragraphs (a) to (d), where the new security 
was issued at a particular time 


(A) in exchange for, on the conversion of, 
or in respect of rights pertaining to a secur- 
ity (in this paragraph referred to as the 
“former security”) that would, if this sub- 
section were read without reference to this 
subparagraph and paragraph (h), be a small 
business security of the person immedi- 
ately before the particular time, and 


(B) pursuant to an agreement entered into 
before the particular time and at or before 
the time that the former security was last 
acquired by the person, or 
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(h) where the person is a small business invest- 
ment corporation, small business investment lim- 
ited partnership or small business investment 
trust, property of the person that is, at that time, a 
security (in this paragraph referred to as the “new 
- security’) described in any of paragraphs (a) to 
(d), where the new security was issued at.a partic- 
ular time not more than. 5 years before that time 
in exchange for, on the conversion of, or in re- 
spect of rights pertaining to a security that would, 
if this subsection were read without reference to 
this paragraph, be a small business security of the 
person immediately before the particular time. 
Related Provisions: ITA 204.8 “eligible investment’(f). 
History: The portion of para. 5100(2)(b) before subpara. (i) 
amended by P.C. 1998-782, s..1, May 7, 1998, Canada Gazette, 
PattsIl,) May 27, 1998, applicable to debt obligations issued after 
December 5, 1996, other than debt obligations that were required to 
be issued pursuant to agreements in writing made on or before that 
date. : . 
The opening words of para. 5100(2)(f) substituted by P.C: 1994- 
1074, subsec. 4(1), June 23, 1994, Canada Gazette, Part II, July itis 
1994,. applicable after 1991. 
All that portion of Subsec. 5100(2) following para. (f) substituted by 
P.C. 1992-258, subsec. 2(1), February 13, 1992, Canada Gazette, 
Part IJ, February 26, 1992, applicable to property acquired after 
1989. . 
That portion of para. 5100(2)(b) preceding subpara, (ii) substituted 
by P.C. 1990-1837, subsec. 4(5), August 28, 1990, Canada Gazette, 
Part Il, September 12, 1990, applicable in respect of debt obliga- 
tions issued after September 12, 1990 other than ‘debt obligations 
that were required to be. issued pursuant to agreements in writing 
entered into on or before that date. 
That portion. of subsec,.5100(2) following para. (f) substituted by 
P.C., 1987-371, subsec. 1(1), March.5, 1987, Canada Gazette, Part 
Il, March 18, 1987, effective after October 31, 1985. 


(2.1) Where all or part of the property of a person 
consists of the shares of the capital stock of a pre- 
scribed venture capital corporation within the mean- 
ing assigned by section 6700, options or rights 
granted by the corporation, or debt obligations of the 
corporation, 


(a) the aggregate of the cost amounts to the per- 
son of all such property shall be deemed for the 
purposes of paragraph (2)(e) not to exceed 
$10,000,000; and 


(b) the total assets (determined in accordance 
with generally accepted accounting principles, on 
a consolidated or combined basis; where applica- 
ble) of the corporation and all corporations asso- 
ciated with it shall be deemed for the purposes of 
paragraph (2)(f) not to exceed $50,000,000. 
History: Para. 5100(2.1)(b) amended ‘by P.C. 1994-1074, subsec. 
4(2), June 23, 1994, Canada Gazette, Part II, July 13,1994, applica- 
ble after 1991. 
Subsec. 5100(2.1) added by P.C. 1990-1837, subsec. 4(6), August 
28, 1990, Canada Gazette, Part Il, September 12, 1990, applicable 
after October 31, 1985. 


(3) For the purposes of subsection (2), 


(a) in determining the effective annual rate of re- 
turn in respect of a debt obligation of an eligible 
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corporation, the value of any right to convert the 
debt obligation or any part thereof into, or to ex- 
change the debt obligation or any part thereof for, 
shares of the capital stock of the corporation. or 
an option or right to acquire such shares shall not 
be considered; and 


(b) a corporation shall be deemed not to be asso- 
ciated with another at any time where the corpo- 
ration would not be associated with the other if 


(i) the references to ‘controlled, directly or in- 
directly, in any manner whatever” in section 
256 of the Act (other than subsection (5.1) 
thereof)..were read as references. to “con- 
trolled’, and vo i 


(ii) such rights described in subsection 
256(1.4) of the Act and shares, as were held at 
that time by a small business investment cor- 
poration, small business investment limited 
partnership or small business investment trust, 
were disregarded. 

History: Subsec. 5100(3) substituted by P.C. 1990-1837, subsec. 

4(7), August 28, 1990, Canada, Gazette, Part II, September 12, 

1990, applicable after 1988, 


(4) For the purposes of paragraph (e) of the defini- 
tion “‘small business property” in subsection 206(1) 
of the Act, a taxpayer is a prescribed person in re- 
spect of a property at any time where 


(a) the following conditions are met: 


(i) the taxpayer is a beneficiary of a trust that 
has elected pursuant to. subsection 259(1) of 
the Act for a period that includes that time, 


(ii) the property is deemed to be held by the 
taxpayer at that time by virtue of subsection 
259(1) of the Act, and 


(iii) the trust referred to in subparagraph (1) is 
the first person (other than a broker or dealer 
in securities) to have acquired the property 
and has owned the property continuously 
since it was so acquired, except where the 
property is a small business security acquired 
in cases described in subsection 5104(1); 


(b) the taxpayer is a limited partner in a qualified 
limited partnership (within the meaning assigned 
by. subsection 5000(7)) and the property is that 
proportion of the taxpayer’s interest in the part- 
nership that, pursuant to subparagraph (2)(g)(ii), 
is a small business security of the taxpayer at that 
time; iF i4 

(c) the taxpayer is a holder of property that at that 
time is a small business security acquired in cases 
described in subsection 5104(1); 


(d) the taxpayer is a limited partner in a small 
business investment limited partnership the units 
of which are listed on a stock exchange pre- 
scribed under section 3200 and the property con- 
sists of the taxpayer’s units in that partnership; or 


(e) the taxpayer is a beneficiary under a small 
business investment trust the units of which are 
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listed on a stock exchange prescribed under sec- 
tion 3200 and the property consists of the tax- 
payer’s units in that trust. 
History: Para. 5100(4)(b) substituted by P.C. 1992-258, subsec. 
2(2), February 13, 1992, Canada Gazette, Part II, February 26, 
1992, applicable to property acquired after 1989. 
Paras. 5100(4)(d), (e) added by P.C. 1990-1837, subsec. 4(8), Au- 
gust. 28, 1990, Canada Gazette, Part Il, September 12, 1990, appli- 
cable after 1989. 
Subsec. 5100(4) added by P.C. 1987-371, subsec. 1(2), March 5, 
1987, Canada Gazette, Part Il; March 18, 1987, effective after Oc- 
tober 31, 1985. 


5101. [Small business investment corpora- . 


tion] — (1) Subject to subsection (4), for the pur- 
poses of this Part and paragraph 149(1)(0.3) and par- 
agraph (b) of the definition “small business 
property” in subsection 206(1) of the Act, a corpora- 
tion is a small business investment corporation at 
any time if it is a Canadian corporation incorporated 
after May 22, 1985 and at all times after it was incor- 
porated and before that time 


(a) all of the shares, and rights to acquire shares, 
of the capital stock of the corporation were 
owned by 


(i) one or more registered pension plans, 


(ii) one or more trusts all the beneficiaries of 
which were registered pension plans, 


(iii) one or more related segregated fund trusts 
(within the meaning assigned by paragraph 
138.1(1)(a) of the Act) all the beneficiaries of 
which were registered pension plans, or 


(iv) one or more persons prescribed by section 
4802 for the urposes of ° clause 
149(1)(0.2)(iv)(D) of the Act; 


(b) its only undertaking was the investing of its 
funds and its investments consisted solely of 


_ (i). small business securities, 


(11) interests of a limited partner in small busi- 
ness investment limited partnerships, 


(ili) interests in small business investment 
trusts, 


(iv) property (other than small business secur- 
ities) described in any of subparagraphs (f)(i) 
to (iv) of the definition “qualified limited part- 
nership” in subsection 5000(7), 


(v) specified properties, or 


(vi) any combination of properties described 
in any of subparagraphs (i) to (v) 


and, except as provided in subsection 5104(1), 
with respect to properties referred to in any of 
subparagraphs (i) to (iii), the corporation was the 
first person (other than.a broker or dealer in se- 
curities) to have acquired the properties and. the 
corporation has owned the properties continu- 
ously since they were so acquired; 


(c) it has complied with subsection (2); 
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(d) it did not hold, and no group of persons who 
did not deal with each other at arm’s length and 
of which it was a member held, more than 30 per 
cent of the outstanding shares of any class of vot- 
ing stock of a corporation, except where 


(i) all or any part of those shares were ac- 
quired in specified circumstances within the 
meaning of subsection 5104(2), or 


(ii) those shares were of any class of voting 
stock of a prescribed venture capital corpora- 
tion within the meaning assigned by section 
6700; 


(e) it has not borrowed money except from its 
shareholders; and 


(f) it has not accepted deposits. 


History: Para. 5101(1)(b)(iv) added, paras. (iv), (v) renumbered as 
(v) and (vi), by P.C. 1994-1074, s. 5, June 23, 1994, Canada Ga- 
zette, Part II, July 13, 1994, applicable after 1990. 


Para. 5101(1)(a) amended by P.C. 1991-2540, s. 8, December 16, 
1991, Canada Gazette, Part II, January 15, 1992, applicable after 
1985. 


Para. 5101(1)(d) substituted by P.C. 1990-1837, s. 5, August 28, 
1990, Canada Gazette, Part Il, September 12, 1990, applicable after 
October 31,.1985. 


(2) Every small business investment corporation 
shall at all times hold properties referred to in sub- 
paragraphs (1)(b)(i) to (ili), the aggregate of the cost 
amounts of which is not less than 75 per cent of the 
amount, if any, by which 


(a) the aggregate of all amounts each of which is 
the amount of consideration for the issue of 
shares of its capital stock or debt to its sharehold- 
ers or the amount of a contribution of capital by 
its shareholders received by it more than 90 days 
before that time 


exceeds 
(b) the aggregate of 


(i) all amounts paid by it before that time to its 
shareholders as a return of capital or a repay- 
ment of debt, and 


(ii) the amount, if any, by which the aggregate 
of its losses from the disposition of properties 
disposed of before that time exceeds the ag- 
gregate of its gains from the disposition of 
properties disposed of before that time. 


(3) For the purposes of subsection (2), where a small 
business investment corporation disposes of a prop- 
erty referred to in subparagraphs. (1)(b)(i) to (iil), it 
shall be deemed to continue to hold the investment 
for a period of 90 days A SAE the date of the 
disposition. 


(4) For the purposes of paragraph 149(1)(0.3) of the 
Act, where a small business investment corporation 
holds an interest in a partnership or trust that quali- 
fied as a small business investment limited partner- 
ship or small business investment trust, as the case 
may be, when the interest was acquired and that, but 
for this subsection, would cease at a subsequent time 
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to so qualify, the interest in the partnership or trust 
shall be deemed to be an interest in a small business 
investment limited partnership or small business in- 
vestment trust, as the case may be, for the 24 months 
immediately following the subsequent time. 


5102. [Small business investment limited 
partnership] — (1) For the purposes of this Part 
and paragraph (c) of the definition “small business 
property” in subsection 206(1) of the Act, a partner- 
ship is a small business investment limited partner- 
ship at any time if at all times after it was formed 
and before that time 


(a) it had only one general partner, 


(b) the share of the general partner, as general 
-partner, in any income of the partnership from 
any source in any place, for any period, was the 
same as his share, as general partner, in 


(i) the income of the partnership from that 
source in any other place, 


(ii) the income of the partnership from any 
other source, 


(iii) the loss of the partnership from any 
source, 


(iv) any capital gain of the partnership, and 
(v) any capital loss of the partnership 


for that period, except that the share of the gen- 
eral partner, as general partner, in the income or 
loss of the partnership from specified properties 
may differ from his share, as general partner, in 
the income or loss of the partnership from other 
sources, 


(c) the share of the general partner, as general 
partner, in any income or loss of the partnership 
for any period was not less than his share, as gen- 
eral partner, in the income or loss of the partner- 
ship for any preceding period, 


(d) the interests of the limited partners were de- 
scribed by reference to units of the partnership 
that were identical in all respects, 


(e) no limited partner or group of limited partners 
who did not deal with each other at arm’s length 
held more than 30 per cent of the units of the 
partnership and, for the purposes of this para- 
graph, 


(i) a small business investment corporation 
that has not borrowed money and in which no 
shareholder or group of shareholders who did 
not deal with each other at arm’s length held 
more than 30 per cent of the outstanding 
shares of any class of voting stock shall be 
deemed not to be a limited partner, and 


(ii) the general partner shall be deemed not to 
hold any unit of the partnership as a limited 
partner, and 
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(f) its only undertaking was the investing of its 
funds and its investments consisted solely of 


(i) small business securities where, except as 
provided in subsection 5104(1), the partner- 
ship was the first person (other than a broker 
or dealer in securities) to have acquired the se- 
curities and it has owned the securities contin- 
uously since they were so acquired, 


(ii) property (other than small business securi- 
ties) described in any of subparagraphs (f)(i) 
to (iv) of the definition “qualified limited part- 
nership” in subsection 5000(7), 


(iii) specified properties, or 


(iv) any combination of properties described 
in any of subparagraphs (i) to (iii), 


(g) it has complied with subsection (2), 


(h) it has not borrowed money except for the pur- 
pose of earning income from its investments and 
the amount of any such borrowings at any time 
did not exceed 20 per cent of the partnership cap- 
ital at that time, and 


(i) it has not accepted deposits. 


History: Para. 5102(1)(f)(ii) added, paras. 5102(1)(f)(ii) and (iii) 
renumbered as (iii) and (iv), by P.C. 1994-1074, s. 6, June 23, 1994, 
Canada Gazette, Part Il, July 13, 1994, applicable after 1990. 


Para. 5102(1)(e) substituted by P.C. 1990-1837, s. 6, August 28, 
1990, Canada Gazette, Part II, September 12, 1990, applicable after 
October 31, 1985. 


(2) The aggregate of the cost amounts to a small bus- 
iness investment limited partnership of small busi- 
ness securities held by it at any time shall not be less 
than the amount, if any, by which the aggregate of 


(a) 25 per cent of the amount, if any, by which 


(i) the aggregate of all amounts received by it 
more than 12 months before that time and not 
more than 24 months before that time as con- 
sideration for the issue of its units or in re- 
spect of its units 


exceeds 


(ii) the aggregate of all amounts paid by it 
before that time to its members and desig- 
nated by the partnership as a return of the con- 
sideration referred to in subparagraph (1), 


(b) 50 per cent of the amount, if any, by which 


(i) the aggregate of all amounts received by it 
more than 24 months before that time and not 
more than 36 months before that time as con- 
sideration for the issue of its units or in re- 
spect of its units 


exceeds 


(ii) the aggregate of all amounts paid by it 
before that time to its members and desig- 
nated by the partnership as a return of the con- 
sideration referred to in subparagraph (i), and 
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(c) 75 per cent of the amount, if any, by which 


(i) the aggregate of all amounts received by it 
more than 36 months before that time as con- 
sideration for the issue of its units or in re- 
spect of its units 


exceeds 


(ii) the aggregate of all amounts paid by it 
before that time to its members and desig- 
nated by the partnership as a return of the con- 
sideration referred to in subparagraph (1), 


exceeds 75 per cent of the amount, if any, by which 
the aggregate of its losses from the disposition of 
properties disposed of before that time exceeds the 
aggregate of its gains from the disposition of proper- 
ties disposed of before that time. 


(3) For the purposes of subsection (2), where a small 
business investment limited partnership disposes of a 
small business security it shall be deemed to con- 
tinue to hold the investment for a period of 90 days 
following the date of the disposition. 


5103. [Small business investment trust] — (1) 
For the purposes of this Part, paragraph (d) of the 
definition “small business property” in subsection 
206(1) of the Act and subsection 259(3) of the Act, a 
trust is a small business investment trust at any time 
if at all times after it was created and before that 
time 
(a) it was resident in Canada; 


(b) the interests of the beneficiaries under the 
trust were described by reference to units of the 
trust that were identical in all respects; and 


(c) no beneficiary or group of beneficiaries who 
did not deal with each other at arm’s length held 
more than 30% of the units of the trust and, for 
the purposes of this paragraph, a small business 
investment corporation that has not borrowed 
money and in which no shareholder or group of 
shareholders who did not deal with each other at 
arm’s length held more than 30 per cent of the 
outstanding shares of any class of voting stock 
shall be deemed not to be a beneficiary; 


(d) its only undertaking was the investing of its 
funds and its investments consisted solely of 


(1) small business securities where, except as 
provided in subsection 5104(1), the trust was 
the first person (other than a broker or dealer 
in securities) to have acquired the securities 
and it has owned the securities continuously 
since’ they were so acquired, 


(i1) property (other than small business securi- 
ties) described in any of subparagraphs (f)(i) 
to (iv) of the definition “qualified limited part- 
nership” in subsection 5000(7), 


(111) specified properties, or 
(iv) any combination of properties described 
in subparagraphs (i) to (ii); 
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(e) it has complied with subsection (2); 


(f) it has not borrowed money except for the pur- 
pose of earning income from its investments and 
the amount of any such borrowings at any time 
did not exceed 20 per cent of the trust capital at 
that time; and 


(g) it has not accepted deposits. 
History: Para. 5103(1)(d)(ii). added, paras. 5103(1)(d)(ii) and (iii) 
renumbered as (iii) and (iv), by P.C. 1994-1074, s. 7, June 23, 1994, 
Canada Gazette, Part II, July 13, 1994, applicable after 1990. 


(2) The aggregate of the cost amounts to a small bus- 
iness investment trust of small business securities 
held by it at any time shall not be less than the 
amount, if any, by which the aggregate of 


(a) 25 per cent of the amount, if any, by which 


(i) the aggregate of all amounts received by it 
more than 12 months before that time and not 
more than 24 months before that time as con- 
sideration for the issue of its units or in re- 
spect of its units 


exceeds 


(i1) the aggregate of all amounts paid by it 
before that time to its beneficiaries and desig- 
nated by the trust as a return of the considera- 
tion referred to in subparagraph (1), 


(b) 50 per cent of the amount, if any, by which 


(i) the aggregate of all amounts received by it 
more than 24 months before that time and not 
more than 36 months before that time as con- 
sideration for the issue of its units or in re- 
spect of its units 


exceeds 


(ii) the aggregate of all amounts paid by it 
before that time to its beneficiaries and desig- 
nated by the trust as a return of the considera- 
tion referred to in subparagraph (4), and 


(c) 75 per cent of the amount, if any, by which 


(i) the aggregate of all amounts received by it 
more than 36 months before that time as con- 
sideration for the issue of its units or in re- 
spect of its units 


exceeds 


(ii) the aggregate of all amounts paid by it 
before that time to its beneficiaries and desig- 
nated by the trust as a return of the considera- 
tion referred to in subparagraph (1) 


exceeds 75 per cent of the amount, if any, by which 
the aggregate of its losses from the disposition of 
properties disposed of before that time exceeds the 
aggregate of its gains from the disposition of proper- 
ties disposed of before that time. 


(3) For the purposes of subsection (2), where a small 
business investment trust disposes of a small busi- 
ness security it shall be deemed to continue to hold 
the investment for a period of 90 days following the 
date of disposition. 
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5104. (1) Notwithstanding paragraph (b) of the defi- 
nition “qualifying obligation” in subsection 5100(1) 
and paragraphs 5101(1)(b), 5102(1)(f) and 
5103(1)(d), the corporation, partnership or trust, as 
the case may be, may acquire a small business secur- 
ity that another person (other than a broker or dealer 
in. securities) had previously acquired if 


(a) the small business security is a share of the 
capital. stock of an eligible corporation having 
full voting rights under all circumstances; and 


(b) except where the share was acquired in speci- 
fied circumstances within the meaning of subsec- 


tion (2), the share was acquired from.an officer or. 


employee of the eligible corporation or a person 
related to the officer or employee. 


(2). For.the purposes of this, Part,.. 


(a) where a person acquires a share of a corpora- 
tion . 
(i) as part of a proposal to, or an arrangement 
with, the corporation’s creditors that has been 
approved: by a court under the Bankruptcy 
[and Insolvency] Act or the Companies’ Cred- 
itors Arrangement Act, 


(ii) at a time when all or substantially all of 
the corporation’s assets were under the control 
of a receiver, receiver-manager, sequestrator 
or trustee in bankruptcy, or 


(iii) at a time when, by. reason of financial dif- 
ficulty, the corporation was in default, or 
could reasonably be expected. to default, on a 
debt obligation held by a person with whom 
the corporation was dealing at arm’s length, 


the person shall be deemed, at any time within 36 
months after he acquired the share, to have ac- 
quired it in specified circumstances; 


(b) where a person acquires a share of a corpora- 

tion for the, purposes of facilitating the disposi- 
tion of the entire investment of the person in the 
corporation, the person shall be deemed, at any 
time within 12 months after he acquired the 
share, to have acquired it in specified circum- 
stances; and * . 


(c) a qualified trust (within the meaning assigned 
by subsection 259(3) of the Act) is deemed not to 
hold any property for any period in respect of 
which subsection 259(1) of the Act is applicable. 
History: Para. 5104(2)(c) added by P.C. 1990-1837, s. 7, August 
28) 1990, Canada Gazette, Part Il, September 12, 1990, applicable 
after October 31, 1985. 
Paras. 5104(2)(a) and (b) substituted Dior hs 1986-2590, s. 14, No- 


vember 20, 1986, Canada Gazette, Part II, December 10, 1986, ap- 
plicable after October 31, 1985. 


(3) Where the purchaser of a property that, but for 
this subsection, would at the time of its acquisition 
be a small business ‘security (or, where the purchaser 
is a partnership, a member thereof) knew at the time 
of acquisition that the issuer of the security would, 
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within the immediately following 12 months, cease 
to qualify as an eligible corporation, the property 
shall be deemed never to have been a small business 
security of the purchaser. 


(4) Where a person who holds a share of or an inter- 
est in a corporation, partnership or trust that, but for 
this subsection, would be a small business. invest- 
ment corporation, small business investment limited 
partnership or small business investment trust knew 
at the time of issue of the share or interest, as the 
case may be, or at the time of making any contribu- 
tion in respect. of the share or interest, that 


(a) a substantial portion of 


(i) the consideration for the issue of the share 
or interest, or 


(ii) the contribution in respect of the share or 
interest J 


would not be invested by the corporation, part- 
nership or trust, as the case may be, directly or 
indirectly in small business securities, and 


(b) all or substantially all of 


(1) the consideration for the issue of the share 
or interest, or 


(ii) the contribution in respect of the share or 
interest ; 


would be returned to the purchaser within the im- 
mediately following 24 months, 


the corporation, partnership or trust shall be deemed 
to have ceased at that time to be a small business 
investment corporation, small business investment 
limited partnership or small business investment 
trust. 


(5) Where, but for this subsection, a property that 
qualified as a small business security when it was ac- 
quired would cease at a subsequent time to so qual- 
ify, the property shall be deemed to be a small busi- 
ness. security for the 24 months immediately 
following the subsequent time. 


(6) For the purposes of this Part, a partnership shall 
be deemed to be a person. ' 


Part LIl — Canadian 
Manufacturing and 
-Processing Profits 


History: Part LII was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August t, 4979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 
8, 1979. 


5200. Basic formula — Subject to section 5201, 
for the purposes | of paragraph 125.1(3)(a) 
[125.1(3)Canadian manufacturing and processing 
profits”] of the Act, “Canadian manufacturing and 
processing profits” of a corporation for a taxation 
year are hereby prescribed to be that proportion of 
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the corporation’s adjusted business income for the 
year that . 


(a) the aggregate of its cost of manufacturing and 
processing capital for the year and its cost of 
manufacturing and processing labour for the year, 


is of 
(b) the aggregate of its cost of capital for the year 
and its cost of labour for the year. 


Interpretation Bulletins: IT-145R: Canadian manufacturing and 
processing profits — reduced rate of corporate tax. 


5201. Smail manufacturers’ rule — For the pur- 
poses of paragraph 125.1(3)(a) [125.1(3)“Canadian 
manufacturing and processing profits”] of the Act, 
“Canadian manufacturing and processing profits” of 
a corporation for a taxation year are hereby pre- 
scribed to be equal to the corporation’s adjusted bus- 
iness income for the year where 


(a) the activities of the corporation during the 
year were primarily manufacturing or processing 
in Canada of goods for sale or lease; 


(b) the aggregate of 


(i) the aggregate.of all amounts each of which 
is the income of the corporation for the year 
from an active business minus the aggregate 
of all amounts each of which is the loss of the 
corporation for the year from an active Bagi: 
ness, and : 


(ii) if the corporation is associated in the year 
with a Canadian corporation, the aggregate of 
all amounts each of which is the income of the 
latter corporation from an active business for 
its taxation year coinciding with or ending in 
the year, 


did not exceed $200,000; 


(c) the corporation. was not engaged in any of the 
activities listed in subparagraphs 125.1(3)(b)() to 
(ix) [125.1(3)“manufacturing or processing”’(a) to 
(k)] of the Act;at any time during.the year; 


(c.1) the corporation was not engaged in the 
processing of ore (other than iron ore or tar 
sands) from a mineral resource located outside 
Canada to any stage that is not beyond the prime 
metal stage or its equivalent; 


(c.2) the corporation was not engaged in the 
processing of iron ore from a mineral resource lo- 
cated outside Canada to any stage that is not be- 
yond the pellet stage or its equivalent; 


(c.3) the corporation was not engaged in the 
processing of tar sands located outside Canada to 
any stage that is not beyond the crude oil stage or 
its equivalent; and 


(d) the corporation did not carry on any active 
business outside Canada at any time during the 
year. 
History: Paras. 5201(c.1) to (c.3) added by P.C. 1994-230,'s. 5, 
February 10, 1994, Canada Gazette, Part Il, February 23, 1994, ap- 
plicable to 1990. et seq. 
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All that.portion of para. 5201(b) following, subpara. (ii) substituted 
by P.C, 1982-3198, October 21, 1982, Canada, Gazette, Part II, No- 
vember 10, 1982, applicable to 1982 et seq. 


5202. Interpretation — In this Part, except as oth- 


erwise provided in section 5203 or 5204, 


‘adjusted business income” of a corporation for a 
taxation year means the amount, if any, by which 


(a) the aggregate of all amounts each of which is 
the income of the corporation for the year from 
an active business carried on.in Canada 


exceeds 


(b) the aggregate of all amounts each 6 high is 
the loss of the corporation for the year from an 
active business carried on in Canada; — 


“Canadian resource profits” has the meaning that 
would be assigned to the expression “resource prof- 
its” by section 1204 if 


(a) section 1204 were read without reference to 
subparagraph 1204(1)(b)(Gyv), and 


(b) the definition “resource activity” in subsec- 
tion 1206(1) were read without reference to para- 
graph (d) of that definition; 
History: The definition “Canadian resource profits” in s. 5202 
amended by P.C. 1996-1488, s..6, September 24, 1996, Canada Ga- 


zette, Part Il, October 16, 1996, applicable to taxation years that be- 
gin after December 20, 1991. 


“Canadian resource profits” added by P.C. 1994-230, s. 6, February 
10, 1994, Canada Gazette, Part I, February 23, 1994, applicable to 
1990 et seq. 


“cost of capital’ of a oth for a taxation year 
means an amount equal to the aggregate of 


(a) 10 per cent of the aggregate of all amounts 
each of which is the gross cost to the corporation 
of a property referred to in paragraph 1100(1)(e), 


(f), (g) or (h), paragraph 1102(1)(d) or (8) or 
Schedule II that 


(1) was owned by the corporation at the end of 
the year, and 


(ii) was used by the corporation at any time 
during the. year, and 


(b) the aggregate of all amounts each of manicttt 1S 
the rental cost incurred by the corporation during 
the year for the use of any property a portion of 
the gross cost of which would be included by vir- 
tue of paragraph (a) if the property were owned 
by the corporation at the end of the year, 


but for the purposes of this definition, the gross cost 
of a property or rental cost for the use of any prop- 
erty does. not include that portion of those costs that 
reflects the extent to which the property was used by 
the corporation during the year 


(c) in an active business carried on outside. Can- 
ada, or 


(d) to earn Canadian investment income or for- 
eign investment income as defined in subsection 
129(4) of the Act; 
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“cost of labour” of a corporation for a taxation year 
-means an amount equal to the aggregate of 


(a) the salaries and wages paid or payable during 
the year to all employees of the corporation for 
services performed during the year, and 


(b) all other amounts each of which is an amount 
paid or payable during the year for the perform- 
ance during the year, by any person other than an 
employee of the corporation, of functions relating 
to 


(i) the management or administration of the 
corporation, : 

(ii) scientific research as defined in section 
2900, or 


(iii) a service or function that would normally 
be performed -by an employee of the 
corporation, 
but for the purposes of this definition, the salaries 
and wages referred to in paragraph (a) or other 
amounts referred to in paragraph (b) do not include 
that portion of those amounts that 


(c) was included in the gross cost to. the corpora- 
tion of a property (other than a property that was 
manufactured by the corporation and leased dur- 
ing the year by the corporation to another person) 
that was included in computing the cost of capital 
of the corporation for the year, or 


(d) was related to an active business carried on 
outside Canada by the corporation; 


“cost of manufacturing and processing capital” of 
a corporation for a taxation year means 100/85 of 
that portion of the cost of capital of the corporation 
for that»year that reflects the extent to which each 
property included in the calculation thereof was used 
directly in qualified activities of the corporation dur- 
ing the year, but the amount so calculated shall not 
exceed the cost of capital of the corporation for the 
year; 


“cost of manufacturing and processing labour” of 
a corporation for a taxation year means 100/75 of 
that portion of the cost of labour of the corporation 
for that year that reflects the extent to which 


(a) the salaries and wages included in the calcula- 
tion thereof were paid or payable to persons for 
the portion of their time that they were directly 
engaged in qualified activities of the corporation 
during the year, and 

(b) the other amounts included in the calculation 
thereof were paid or payable to persons for the 
performance of functions that would be directly 
related to qualified activities of the corporation 
during the year if those persons were employees 
of the corporation, 


but the amount so calculated shall not exceed the 
cost of labour of the corporation for the year; 


“gross cost” to a particular person of a property at 
any time means, in respect of property that has be- 
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come available for use by the particular person for 
the purposes of subsection 13(26) of the Act, the 
capital cost to the particular person of the property 
computed without reference to subsections 13(7.1), 
(7.4) and (10), sections 21 and 80 and paragraph 
111(4)(e) of the Act and, in respect of any other 
property, nil, and where the particular person ac- 
quired the property 


(a) in the course of a reorganization in respect of 
which, if a dividend were received by the particu- 
lar person in the course of the reorganization, 
subsection 55(2) of the Act would not apply to 
the dividend by reason of the application of para- 
graph 55(3)(b) of the Act, or 


(b) from another person with whom the particular 
person was not dealing at arm’s length (otherwise 
than by reason of a right referred to in paragraph 
251(5)(b) of the Act) immediately after the prop- 
erty was acquired, 


the capital cost to the particular person of the prop- 
erty for the purposes of this definition shall be com- 
puted as if the property had been acquired at a capi- 
tal cost equal to the gross cost of the property to the 
person from whom the property was acquired by the 
particular person; 


History: “Gross cost” amended by P.C. 1994-139, subsec. 12(1), 
January 27, 1994, Canada Gazette, Part II, February 9, 1994, appli- 
cable to 1985 et seq., except that 


(a) where the taxpayer so elects by notifying the Minister of 
National Revenue in writing on or before the day on or before 
which the taxpayer is, or would be if a tax under Part I of the 
Income Tax Act were payable by the taxpayer, required by s. 
150 to file a return of income for the taxpayer’s first taxation 
year ending after February 9, 1994, 

(i) for taxation years ending before January 16, 1987, 

“sross cost” shall be read without reference to the words 

“and paragraph 111(4)(e)”, and 

(ii) for taxation years ending before February 9, 1994, all 

that portion of “gross cost” preceding para. (a) shall be read 

as follows: | 


“gross cost” to a particular person of a property at 
any time means the capital cost to the particular per- 
son of the property computed without reference to 
subsections 13(7.1), (7.4) and (10), sections 21 and 
80 and paragraph 111(4)(e) of the Act and, where the 
particular person acquired the property 


(b) for taxation years ending before January 16, 1987, where the 
taxpayer has not elected under paragraph (a), the definition 
shall be read as follows: 
“gross cost” of a property means the capital cost of the 
property computed without reference to subsections 
13(7.1), (7.4) and (10) and sections 21 and 80 of the Act; 


(c) for taxation years ending ‘after January 15, 1987 and before 
February 9, 1994, where the taxpayer has not elected under par- 
agraph (a), the definition shall be read as follows: 
“gross cost” of a property means the capital cost of the 
property computed without reference to subsections 
13(7.1), (7.4) and (10), sections 21 and 80 and paragraph 
111(4)(e) of the Act; 


“qualified activities” means 


(a) any of the following activities, when they are 
performed in Canada in connection with manu- 
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facturing or processing (not including the activi- 

ties listed in subparagraphs 125.1(3)(6)(@) to (ix) 

[125.1(3)manufacturing or processing’’(a) to (k)] 

of the Act) in Canada of goods for sale or lease: 
(i) engineering design of products and produc- 
tion facilities, 


(ii) receiving and storing of raw materials, 


(iii) producing, assembling and handling of 
goods in process, 


(iv) inspecting and packaging of finished 
goods, 


(v) line supervision, 
(vi) production support activities including se- 


curity, cleaning, heating and factory 
maintenance, | 


(vii) quality and production control, 
(viii) repair of production facilities, and 
(ix) pollution control, 


(b) all other activities that are performed in Can- 
ada directly in connection with manufacturing or 
processing (not including the activities listed in 
subparagraphs 125.1(3)(b)(4) to (ix) 
UPA, 1(3)“manufacturing or processing”(a) to (k)] 
of the Act) in Canada of goods for sale or lease, 
and 


(c) scientific research and experimental develop- 
ment, as defined in section 2900, carried on in 
Canada, 


but does not include any of 


(d) storing, shipping, selling and leasing of fin- 
ished goods, 


(e) purchasing of raw materials, 


(f) administration, including clerical and person- 
nel activities, 


(g) purchase and resale operations, 
(h) data processing, and 


(i) providing facilities for employees, including 
cafeterias, clinics and recreational facilities; 


History: “Qualified activities” amended by P.C. 1994-139, subsec. 
12(2), January 27, 1994, Canada Gazette, Part Ul, February 9, 1994, 
applicable to scientific research and experimental development done 
or carried on after December 23, 1991, other than scientific research 
and experimental development done or carried on by or on behalf of 
a taxpayer pursuant to an agreement in writing entered into by the 
taxpayer before December 24, 1991. 


“rental cost” of a property means the rents incurred 
for the use of that property; 


“resource profits’ has the meaning assigned by sec- 
tion 1204; 

History: The definition “resource profits” amended by P.C. 1996- 
1488, s. 6, September 24, 1996, Canada Gazette, Part Il, October 


16, 1996, applicable to taxation years that begin after December 20, 
1991. 


“Resource profits” added by P.C. 1994-230, s. 6, February 10, 1994, 
Canada Gazette, Part II, February 23, 1994, applicable to 1990 er 
seq. 


‘Income Tax Regulations 


“salaries and wages” means salaries, wages and 
commissions, but does not include any other type of 
remuneration, any superannuation or pension bene- 


fits, any retiring allowances or any amount referred 


to in section 6 or 7 of the Act; 


“specified percentage” for a taxation year means 


(a) where the year commences after 1998, 100%, 
and 


(b) in any other case, the total of 


(i) that proportion of 10% that the number of 
days in the year that are in 1990 is of the num- 
ber of days in the year, 


(ii) that proportion of 20% that the number of 
days in the year that are in 1991 is of the num- 
- ber of days in the year, 


(iii) that proportion of 30% that the number of 
days in the year that are in 1992 is of the num- 
ber of days in the year, 


(iv) that proportion of 50% that the number of 
days in the year that are in 1993 is the num- 
ber of days in the year, 


(vy) that proportion of 64.3% that the number 
of days in the year that are in 1994 is of the 
number of days in the year, 


(vi) that proportion of 71.4% that the number 
of days in the year that are in 1995 is of the 
number of days in the year, 


(vii) that proportion of 78.6%. that the number 
of days in the year that are in 1996 is of the 
number of days in the year, 


(viii) that proportion of 85.7% that the number 
of days in the year that are in 1997 is of the 
number of days in the year, 


(ix) that proportion of 92.9% that the number 
of days in the year that are in 1998 is of the 
number of days in the year, and 


(x) that proportion of 100% that the number of 
days in the year that are in 1999 is of the num- 
ber of days in the year. 

History: “Specified percentage” added by P.C. 1994-230, s. 6, Feb- 


ruary 10, 1994, Canada Gazette, Part Il, February 23, 1994, cha 
cable to 1990 et seq. 


Selected Cases [Reg. 5202]: Range Grain Co. v. R., [1997] 2 
C.T.C. 227 (FCTD) (Maintaining grain in condition not * area 
ing” but incidental to transportation). 


5203. Resource income — (1) Where a corpora- 
tion has. resource activities for a taxation year the 
following rules apply, except as otherwise provided 
in section 5204 


“adjusted business income” of the corporation for 
the year means the amount, if any, by which 


(a) the amount otherwise determined under sec- 
tion 5202 to be the adjusted business income of 
the corporation for the year 
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exceeds the total of » 


(b) the net resource income of the corporation for 
the year, and | 


‘(c) all amounts each of which is an amount in re- 

“spect of refund interest included in computing the 
taxpayer’s income for the year, to the extent that 
the amount is included in the amount otherwise 
determined to be the adjusted business income, 
within the meaning of section 5202, of the corpo- 
ration for the year; 


History: That portion of the definition of “adjusted business in- 
come” in subsec. 5203(1) after para. (a) amended, and para. (c) ad- 
ded, by P.C. 1996-1488, subsec. 7(1), September 24, 1996, Canada 
‘Gazette, Part Il, October 16, 1996, applicable to taxation years that 
end after March 6, 1996. 


“cost of capital’ of the corporation for the year 
means the amount, if any, by which 


(a) the amount otherwise determined under sec- 
tion 5202 to be the cost of capital of the corpora- 
tion for the year Mi 


exceeds 


(b) that portion of the gross cost of property or 
rental cost for the use of property included in 
computing the cost of capital of the corporation 
‘for the year that reflects the extent to which the 
property was used by the corporation during the 
year, 

(i) in activities engaged in for the purpose of 

earning Canadian resource profits of the cor- 

poration, or 


(ii) in activities referred to in subparagraph 
66(15)(b)(i), (ii) or (Vv) [66(15)“Canadian ex- 
ploration and development expenses’’(a), (b) 
or (e)], subparagraph 66(15)(e)(i) or (i) 
[66(15)‘foreign exploration and development 
expenses’(a) or = (b)I, subparagraph 
66.1(6)(a)(i), (ii), Gii) or (Vv) [66.1(6)“Cana- 
dian exploration expense’’(a), (c), (f) or (i)] or 
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subparagraph 66.2(5)(a)(i), (ii) or = (Vv) 
[66.2(5)“Canadian development expense’’(a), 
(c) or (g)] of the Act; fs 

History: Subpara. (b)(i) of “cost of capital” amended by P.C. 1994- 


230, subsec. 7(1), February 10, 1994, Canada Gazette, Part II, Feb- 
ruary 23, 1994, applicable to 1990 et seq. 


Subpara. (b)(ii) of the definition “cost of capital” substituted by PG} 
1978-1315, s. 14, April 20, 1978, Canada Gazette, Part II, May 10, 
1978, effective on and after May 7, 1974. 


“cost of labour” of the corporation for the year 
means the amount, if any, by which 


(a) the amount otherwise determined under sec- 
tion 5202 to be the cost of labour of the corpora- 
tion for the year 


exceeds 


(b) that portion of the salaries and wages and 
other amounts included in computing the cost of 
labour of the corporation for the year that, 


(i) was related to the activities engaged in for 
the purpose of earning Canadian resource 
profits of the corporation, or 


(ii) was included in the Canadian exploration 
and development expenses, foreign explora- 
tion and development expenses, Canadian ex- 
_ ploration expense or Canadian development 
expense, within the meanings assigned by 
paragraphs 66(15)(b) and (e) [66(15)"Cana- 
dian exploration and development expenses” 
and “foreign exploration and development ex- 
penses”], paragraph 66.1(6)(a) [66.1(6)“Cana- 
dian exploration expense”] and 66.2(5)(a) 
[66.2(5)“Canadian development expense’ of 
the Act respectively, of the corporation. 
History: Subpara. (b)(i) of “cost of labour” amended by P.C. 1994- 
230, subsec. 7(2), February 10, 1994, Canada Gazette, Part Ii, Feb- 
ruary 23, 1994, applicable to 1990 et seq. 


(2) For the purposes of subsection (1), a corporation 
has “resource activities” for a taxation year if 


(a) in computing its income for the year, an 
amount is deductible pursuant to paragraph 
20(1)(v.1) or section 65, 66, 66.1 or 66.2 of the 
TCE: 

(b) the corporation was at any time during the 
year engaged in activities for the purpose of earn- 
ing resource profits of the corporation; or 


(c) in computing the corporation’s income for the 
year, an amount was included pursuant to section 
59 of the Act. 

History: Para. 5203(2)(b) amended by P.C. 1994-230, subsec. 7(3), 


February 10, 1994, Canada Gazette, Part II, February 23, 1994, ap- 
plicable to 1990 ef seq. 


(3) In subsection (1), “net resource income” of a cor- 
poration for a taxation year means the amount, if 
any, by which the total of 


(a) the resource profits of the corporation for the 
year, and 
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(b) the amount, if any, by which 


(i) the total of amounts included in computing 
the income of the corporation for the year, 
from an active business carried on in Canada, 
pursuant to section 59 of the Act (other than 
amounts that may reasonably be regarded as 
having been included in computing the re- 
source profits of the corporation for the year), 


exceeds 


(ii) the total of amounts deducted in comput- 
ing the income of the corporation for the year 
under section 64 of the Act, as that section ap- 
plies with respect to dispositions occurring 
before November 13, 1981 and to dispositions 
occurring after November 12, 1981 pursuant 
to the terms in existence on that date of an of- 
fer or agreement in writing made or entered 
into on or before that date, except those 
amounts that may reasonably be regarded as 
having been deducted in computing the re- 
source profits of the corporation for the year, 


exceeds the total of 


(c) the total of amounts deducted in computing 
the income of the corporation for the year under 
section 65 of the Act (other than amounts that 
may reasonably be regarded as having been de- 
ducted in computing the resource profits of the 
corporation for the year), and 


(d) the specified percentage for the year of the 
amount, if any, by which 


(i) the corporation’s resource profits for the 
year 


exceeds the total of 


(ii) the corporation’s Canadian resource prof- 
its for the year, and 


(iii) the earned depletion base (within the 
meaning assigned by subsection 1205(1)) of 
the corporation at the beginning of its imme- 
diately following taxation year. 

History: Subsec. 5203(3) substituted by P.C. 1994-230, subsec. 


7(4), February 10, 1994, Canada Gazette, Part IJ, February 23, 
1994, applicable to 1990 et seq. 


(4) For the purpose of subsection (1), “refund inter- 
est” means an amount that is received, or that be- 
comes receivable, after March 6, 1996 


(a) from an authority (including a government or 
municipality) situated in Canada as a conse- 
quence of the overpayment of a tax that was not 
deductible under the Act in computing any tax- 
payer’s income and that was imposed by an Act 
of Canada or a province or a bylaw of a 
municipality; 

(b) from a person described in subparagraph 
18(1)(m)(i), Gi) or (iii) of the Act as a conse- 
quence of the overpayment of an amount that, be- 
cause of paragraph 18(1)(m) of the Act, was not 
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deductible under the Act in computing any tax- 
payer’s income; or 


(c) from a person described in subparagraph 
18(1)(m)@), (ii) or (iii) of the Act as a conse- 
quence of the receipt of an amount that was in 
excess of the amount to which the person was en- 
titled and in respect of an amount that was re- 
quired to be included in computing any tax- 
payer’s income because of paragraph 12(1)(0) of 
the Act. 


History: Subsec. 5203(4) added by P.C. 1996-1488, subsec. 7(2), 
September 24, 1996, Canada Gazette, Part Il, October 16, 1996, ap- 
plicable to taxation years that end after March 6, 1996. 


5204. Partnerships — Where a corporation is a 
member of a partnership at any time in a taxation 
year of the corporation, the following rules apply: 


“cost of capital’ of the corporation for the year 
means an amount equal to the aggregate of 


' (a) 10 per cent of the aggregate of all amounts 
each of which is the gross cost to the corporation 
of a property referred to in paragraph 1100(1)(e), 


(f), (g) or (h), paragraph 1102(1)(d) or (g) or 
Schedule II that 


(i) was owned by the corporation at the end of 
the year, and 


(ii) was used by the corporation at any time 
during the year, 


(b) the aggregate of all amounts each of which is 
the rental cost incurred by the corporation during 
the year for the use of any property a portion of 
the gross cost of which would be included by vir- 
tue of paragraph (a) if the property were owned 
by the corporation at the end of the year, and 


(c) that proportion of the aggregate of the 
amounts that would be determined under 
paragraphs (a) and (b) in respect of the partner- 
ship for its fiscal period coinciding with or end- 
ing in the taxation year of the corporation if the 
references in those paragraphs to “the corpora- 
tion” were read as references to “the partnership” 
and the references in those paragraphs to “the 
year’ were read as references to “the fiscal period 
of the partnership coinciding with or ending in 
the year’, that 


(i) the corporation’s share of the income or 
loss of the partnership for that fiscal period 


is of 


(11) the income or loss of the partnership for 
that fiscal period, as the case may be, 


but for the purposes of this definition, the gross cost 
of a property or rental cost for the use of any prop- 
erty does not include that portion of those costs that 
reflects the extent to which the property was used by 
the corporation during the year or by the partnership 
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during its fiscal period coinciding with or ending in 
the year 


(d) in an active business carried on outside 
Canada, 


(e) to earn Canadian investment income or for- 
eign investment income as defined in subsection 
129(4) of the Act on the assumption that subsec- 
tion 129(4) of the Act applied to a partnership as 
well as to a corporation, 


(f) in activities engaged in for the purpose of 
earning Canadian resource profits of the corpora- 
tion or the partnership, as the case may be, or 


(g) in activities referred to in subparagraph 
66(15)(b)(i), (ii) or (v) [66(15)“Canadian explo- 
ration and development expenses’’(a), (b) or (e)], 
subparagraph 66(15)(e)(i) or (ii) [66(15)“foreign 
exploration and development expenses’’(a) or 
(b)], subparagraph 66.1(6)(a)(i), (ii), (iii) or (Vv) 
[66.1(6)“Canadian exploration expense’(a), (Cc), 
(f) or (i)] or subparagraph 66.2(5)(a)(i), (1) or (v) 
[66.2(5)“Canadian development expense’’(a), (C) 
or (g)] of the Act; | 

History: Para. (f) of “cost of capital” substituted by P.C. 1994-230, 

subsec. 8(1), February 10, 1994, Canada Gazette, Part II, February 

23, 1994, applicable to 1990 ef seg. 


Para. (g) of the definition “cost of capital” substituted by P.C. 1978- 
1315, s. 14, April 20, 1978, Canada Gazette, Part II, May 10, 1978, 
effective on and after May 7, 1974. 


“cost of labour” of the corporation for the year 
means an amount equal to the aggregate of 


(a) the salaries and wages paid or payable during 
the year to all employees of the corporation for 
services performed during the year, 


(b) all other amounts each of which is an amount 
paid or payable during the year for the perform- 
ance during the year, by any person other than an 
employee of the corporation, of functions relating 
to { 


(i) the management or administration of the 
corporation, 


(ii) scientific research as defined in section 
2900, or 


(iii) a service or function that would normally 
be performed by an employee of the corpora- 
tion, and 


(c) that proportion of the aggregate of the 
amounts. that would be .determined under 
paragraphs (a) and (b) in respect of the partner- 
ship for its fiscal period coinciding with or end- 
ing in the taxation year of the corporation if the 
references in those paragraphs to the “corpora- 
tion” were read as references to “the partnership” 
and the references in those paragraphs to “the 
year” were read as references to “the fiscal period 
of the partnership coinciding with or ending in 
the year”, that 


(i) the corporation’s share of the income or 
loss of the partnership for that fiscal period 


Reg. 
S. 5204 cos 


is of 
(ii) the income or loss of the partnership for 
that fiscal period, as the case may be, 


but for the purposes of this definition, the salaries 
and wages referred to in paragraph (a) or other 
amounts referred to in paragraph (b), of the corpora- 
tion or the partnership, as the case may be, do not 
include that portion of those amounts that 


(d) was included in the gross cost to the corpora- 
tion or partnership of a property (other than a 
property that was manufactured by the corpora- 
tion or partnership and leased during the year by 
the corporation or the partnership to another per- 
son) that was included in computing the cost of 
capital of the corporation for the year, 


(e) was related to an active business carried on 
outside Canada by the corporation or the 
partnership, 


(f) was related to the activities engaged in for the 
purpose of earning Canadian resource profits of 
the corporation or the partnership, as the case 
may be, or 
History: Para. (f) of “cost of labour” substituted by P.C. 1994-230, 
subsec. 8(2), February 10, 1994, Canada Gazette, Part II, February 
23, 1994, applicable to 1990 et seq. 


(g) was included in the Canadian exploration and 
development expenses, foreign exploration and 
development expenses, Canadian exploration ex- 
pense or Canadian development expense, within 
the meanings assigned by paragraphs 66(15)(b) 

~and (e) [66(15)“Canadian exploration and devel- 
opment expenses” and “foreign exploration and 
development expenses”, 66.1(6)(a) [66.1(6)“Ca- 
nadian exploration expense”] and 66.2(5)(a) 
[66.2(5)“Canadian development expense”’] of the 
Act respectively, of the corporation, 


“cost of manufacturing and processing capital’ of 
the corporation for the year means 100/85 of that 
portion of the cost of capital of the corporation for 
that year that reflects the extent to which each prop- 
erty included in the calculation thereof was used di- 
rectly in qualified activities 


(a) of the corporation during the year, or 


(b) of the partnership during its fiscal period co- 
inciding with or ending in the year, as the case 
may be, 


but the amount so calculated shall not exceed the 
cost of capital of the corporation for the year; 


“cost of manufacturing and processing labour” of 
the corporation for the year means 100/75 of that 
portion of the cost of labour of the corporation for 
that year that reflects the extent to which 


(a) the salaries and wages included in the calcula- 
tion thereof were paid or payable to persons for 
the portion of their time that they were directly 
engaged in qualified activities 

(i) of the corporation during the year, or 
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(ii) of the partnership during its fiscal period 
coinciding with or ending in the year, and 
(b) the other amounts included in the calculation 
thereof were paid or payable to persons for the 
performance. of functions that would: be directly 

related to qualified activities 


(i) of the corporation during the year, or 


(ii) of the partnership during its fiscal period 
coinciding with or ending in the year, 


if those persons were employees of the corpora- 
tion.or the partnership, as the case may be, 


but the amount so calculated shall not exceed the 
cost of labour of the corporation for the year; 


“sross cost” of a property at any time means 


(a) in respect of a property that has become avail- 
able for use by the partnership for the purposes of 
subsection 13(26) of the Act, the capital cost to 
the partnership of the property computed without 


reference to subsections 13(7.1), (7.4) and. (10) 


and sections 21 and 80 of the Act, and 


(b) in respect of any other property of the SENG 


ship, nil 


and, for the purposes of paragraph (a), where the 


partnership acquired the property from a person who 
was a majority interest partner of the partnership 
(within the meaning assigned by subsection 97(3.1) 
of the Act) immediately after the property was ac- 
quired, the capital cost to the partnership of the prop- 
erty shall be computed as if the property had been 
acquired at a capital cost equal to the gross cost to 
the person of the property, except that where the 
property. was partnership property on December 31, 
1971, its gross cost shall be its capital cost to the 
partnership as determined. under subsection 20(3) or 
(5) of the Income Tax Application Rules. 


History: “Gross cost” amended by P.C. 1994-1817, s. 48, Novem- 
ber 1; 1994, €anada Gazette, Part Il, November 30, 1994. 


“Gross cost” substituted by P.C. 1994-139, s. 13; January 27, 1994, 
Canada Gazette, Part Il, February 9, 1994, nee to. 1985 et 
seq., except. that 


(a) where the taxpayer so elects by notifying the Minister of 
National Revenue in writing on or before the day on or before 
which the taxpayer is, or would be if a tax under Part I of the 
Income Tax Act were payable by the taxpayer, required by s. 
150 to file-a return of income for the taxpayer’s, first, taxation 
year ending after February 9, 1994, it shall be read as follows 
for taxation years ending before February 9, 1994: 


“gross cost” of a property at any time means in respect of 
a property of the partnership, the capital cost to the part- 
nership of the property computed without reference to 
subsections 13(7.1), (7.4) and (10) and sections 21 and 
80 of the Act, and, where the partnership acquired the 
property from a person who was a majority interest part- 
ner of the partnership (within the meaning ‘assigned by 
subsection 97(3.1) of the Act) immediately after the 
property was acquired, the capital cost to the partnership 
of the property shall be computed as if the property had 
been acquired at a capital cost equal to the gross cost to 
the person of the property, except that where the property 
was partnership property on December 31, 1971 its gross 
cost shall be its capital cost to the partnership as deter- 
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mined under subsection 20(3) or (5) of the Income Fax 
Application Rules,1971. 


(b) for taxation years ending before January 16, 1987 where the 
taxpayer has not elected under para. (a), it shall. be ‘read as 
follows: 


“gross cost” of a property means the capital cost of the 
property computed without reference to subsections 
13(7.1), (7.4) and (10) and sections 21 and 80 of the Act, 
except that‘where a property was partnership property on 
December 31, 1971, its: gross cost:shall be its:capital cost 
to the partnership as determined under subsection. 20(3) 

‘or 6) of the Income Tax Application Rules, 1971; 


| (c) for taxation years ending after January 15, 1987 and before 
February 9, 1994, where the taxpayer has not elected under 
para. (a), it shall be read as follows: 


‘gross cost” of a property means the capital cost of the 
property computed without reference to subsections 
13(7.1), (7.4) and (10),sections 21 and 80.and paragraph 
111(4)(e) of the Act, except that where a property was 
partnership property on December 31, 1971, its gross 
cost shall be its capital cost to the partnership as deter- 
mined under subsection 20(3) or (5) OF the Income: Tax 
Application Rules, 1971. 


Part Lill— Instalment Base 


| History: Part LIII (ss. 5300, 5301) substituted by P.C. 1981-2931, 


s. 1, October 22, 1981, Canada.Gazette, Part, Il, November. 11, 
1981, applicable by s. 2 as follows: 
(1) Para. 5300(1)(d). applicable. to 1980 et seq. 


(2) Subsecs. 5301(1)-(5) effective in respect of instalments of 
tax required to be paid for taxation years soni iGine after Oc- 
tober 28, 1980. 

(3) Subsecs. 5301(6)—(9) efect ven respect of taxation years 
commencing after February 26, 1981 in respect of instalments 
of tax required to be paid after, the particular time referred to in 
those subsections where such particular time was after Novem- 
ber 11, 1981. 


Part LIII was consolidated by the Consolidated Resunations of Can- 
ada, chapter 945, proclaimed in force August 15, 1979, by P.C. 
1979-1934, July 19, 1979, Canada Gazette; Part Il, August 8, 1979. 


5300. Individuals — (1) For the purposes of sub- 
sections 155(2) and: 156(3) of the Act, the instalment 
base of an individual for the 1977 and subsequent 
taxation years shall be the amount by which the ag- 
gregate of 


(a), the tax payable by him for thet taxation year 
under Part I of the Act, computed without refer- 
ence to sections 127.2 and 127.3 thereof and 
before taking into consideration any amount re- 
ferred to in any of subparagraphs 161(7)(a)() to 
(vii) thereof that was excluded or deducted, as the 
‘case may be, for the year, and 


(b) the amount deducted by him for the taxation 
year under subsection 127(13) of the Act. 


aes the aggregate of 


-(c) the amount estimated by him to be his deduc- 
tion under subsection 127(13) of the Act for the 
immediately following taxation year, and 


(d) the amount deemed by subsection 120(2) of 
the Act to be an amount paid on account of his 
tax under Part I of the Act for the taxation year. 
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History: Para: '5300(1)(a) substituted: by “P:C. 1985-2277, s. 15, 
July 24, 1985, Canada Gazette, Part Il, August 7, 1985, applicable 
with respect to amounts deducted under ss. 127.2 and. 127.3 of the 
Act in respect of shares, debt obligations and rights acquired after’ 
February 15, 1984, other than-shares, debt obligations or rights ac- 
quired before March 1, 1984 where arrangements, evidenced in 
writing, for the issue of the shares or debt obligations or granting of 
the rights were substantially advanced before February 16, 1984; 
and with respect to amounts referred to in subparas. 161(7)(a)(i) to’ 
« (vii) of the Act-for subsequent taxation years ending after August 7, 
1985. ? ae 


(2) For the purposes of subsection 161(9) of the Act, 
‘the instalment base of an individual for the 1977 and 
subsequent taxation years shall have the meaning 
“prescribed by subsection (1) if paragraph (c) thereof 
were read as “the amount deducted by him under 
subsection 127(13) of the Act for the immediately 
following taxation year”. QB, 16 | 


History: Subsec. 5300(2) substituted by P.C. 1986-2590, s.-15,; No- 
vember 20, 1986, Canada Gazette, Part Il, December’ 10, 1986. 
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5301. Corporations under Part | of the Act— 
(1) Subject to subsections (6) and (8), for the pur- 
poses of subsections 157(4) and 161(9) of the Act, 


the first instalment base of a corporation for a partic- 


ular taxation year means the product obtained when 
theragetepate ont itistarmient PSe rcr nS eae 
(a) the tax payable under Part I of‘the Act (as de- 
fined in subsection (10)) by the corporation for its 
“taxation year preceding the particular year, and 


 (b) the total of the taxes payable by the corpora- 
tion under Parts 1.3, VI and VI.1 of the Act for its 
taxation year preceding the particular year 


is multiplied by the ratio that 365 is of the number of 


days in.that preceding year... 


History: Paras. 5301(1)(a) and (b) substituted by P.C. 1994-556, 
subsec. 1(1), April 14, 1994, Canada Gazette, Part II, May 4, 1994, 
applicable in computing the “first instalment base” and “second in- 
stalment base’, within the meanings assigned by Part LIII, for taxa- 
tion years ending after June 1989, except that in its application to 
any of those taxation years ending before’ 1992, the reference to 


“Parts 13, VI and VI-1” in para. 5301(1)(b) shall be read as’a ‘refer- 
ence! to. “Part VE ia oo ; 


Subsec. 5301(1) substituted by P.C. 1989-1565, subsec. 3(1), Au- 


gust 14, 1989, Canada Gazette, Part I, August 30, 1989, applicable 
in respect of 1988 et seq. 


Subsec. 5301(1) substituted by P.C.. 1988-390, subsec. 27(1), March 
3, 1988, Canada Gazette, Part II, March 16, 1988, applicable to 
1985-er seq. 

Subsec. 5301(1) substituted by P.C. 1985-2277, subsec. 16(1), July 
24, 1985. Canada Gazette, Part 11, August 7, 1985, applicable with 
respect to amounts deducted under ss. 127.2 and 127.3! of the Act in 


respect of shares, debt.obligations and rights acquired after Febru- 


ary 15, 1984, other than shares, debt obligations or rights acquired 
before March 1, 1984 where arrangements, evidenced in writing, for 
the issue of the shares or debt obligations or granting’ of the rights 
were substantially advanced before February 16, 1984: and with re- 
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spect to amounts referred to in subparas: 161(7)(a)(1) to (vii) of the 
Act for subsequent taxation years ending after August 7, 1985. 


Subsec. 5301(1) substituted by P.C. 1984-3789, subsec. 14(1), No- 


vember 29, 1984, Canada Gazette, Part Il, December 12, 1984, ap- 


plicable to 1982 et seq. 
Information Circulars: 81-11R3: Corporate instalments. 


(2) Subject to subsections (6) and (8), for the pur- 
poses of subsections 157(4) and 161(9) of the Act, 
the “second instalment base” of a corporation for a 
particular taxation year means the amount of the first 
instalment base of the corporation for the taxation 
year immediately preceding the particular year. 


(3) For the purposes of subsection (1), where the 
number of days in the taxation year of a corporation 
immediately preceding the particular taxation year 
referred to therein is less than 183, the amount deter- 
mined for the corporation under that subsection shall 
be the greater of 


(a) the amount otherwise determined for it under 
subsection (1); and 


(b) the amount that would be determined for it 
under subsection (1) if the reference therein to 
“its taxation year immediately preceding the par- 
ticular year’? were read as a reference to “its last 
taxation year, preceding the particular year, in 
which the number of days exceeds 182”. 


(4) Notwithstanding subsections (1) and (2), for the 
purposes of subsections 157(4) and 161(9) of the 
Act, 


(a) where a particular taxation year of a new cor- 
poration that was formed as a result of an amal- 
gamation (within the meaning assigned by sec- 
tion 87 of the Act) is its first taxation year, 


(i) its ‘first instalment base” for the particular 
year means the total of all amounts each of 
which is equal to the product obtained when 
the total of 


(A) the tax payable under Part I of the Act 
(as defined in subsection (10)), and 


(B) the total of the taxes payable under 
Parts I.3, VI and VI.1 of the Act 


by a predecessor corporation (as defined in 
section 87 of the Act) for its last taxation year 
is multiplied by the ratio that 365 is of the 
number of days in that year, and 


(ii) its “second instalment base” for the partic- 
ular year means the aggregate of all amounts 
each of which is an amount equal to the 
amount of the first instalment base of a prede- 
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cessor corporation for its last taxation year; 
and 


(b) where a particular taxation year of a new cor- 
poration referred to in paragraph (a) is its second 
taxation year, 


(i) its “first instalment base” for the particular 
year means 


(A) where the number of days in its first 
taxation year is greater than 182, the 
amount that would, but for this subsection, 
be determined under subsection (1) for the 
year, and 


(B) in any other case, the greater of the 
amount that would, but for this subsection, 
be determined under subsection (1) for the 
year and its first instalment base for its 
first taxation year, and 


(ii) its “second instalment base” for the partic- 
ular year means the amount of the first instal- 
ment base of the new corporation for its first 
taxation year. 
History: Subpara. 5301(4)(a)(i) substituted by P.C. 1994-556, sub- 
sec. 1(2), April 14, 1994, Canada Gazette, Part II, May 4, 1994, 
applicable in computing the “first instalment base” and “second in- 
stalment base”, within the meanings assigned by Part LIII, for taxa- 
tion years ending after June 1989, except that in its application to 
any of those taxation years ending before 1992, the reference to 
“Parts 1.3, VI and VI.1” in cl. 5301(4)(a)(i)(B) shall be read as a 
reference to “Part VI.1”. 
Subpara. 5301(4)(a)(i) substituted by P.C. 1989-1565, subsec. 3(2), 
August 14, 1989, Canada Gazette, Part II, August BG 1989, appli- 
cable in respect of 1988 ef seq. 
Subpara. 5301(4)(a)(i) substituted by P.C. 1988-390, subsec. 27(3), 
March 3, 1988, Canada Gazette, Part Il, March 16, 1988, applicable 
to 1985 et seq. 
Subpara. 5301(4)(a)(i) substituted by P.C. 1985-2277, subsec. 
16(2), July 24, 1985, Canada Gazette, Part Il, August 7, 1985, ap- 
plicable with respect to amounts deducted under ss. 127.2 and 127.3 
of the Act in respect of shares, debt obligations and rights acquired 
after February 15, 1984, other than shares, debt obligations or rights 
acquired before March 1, 1984 where arrangements, evidenced in 
writing, for the issue of the shares or debt obligations or granting of 
the rights were substantially advanced before February 16, 1984; 
and with respect to amounts referred to in subparas. 161(7)(a)(i) to 
(vii) of the Act for subsequent taxation years ending after August 7, 
1985. 


Subpara. 5301(4)(a)(i) substituted by P.C. 1984-3789, subsec. 
14(2), November 29, 1984, Canada Gazette, Part Il, December 12, 
1984, applicable to 1982 ef seq. 


(5) For the purposes of subsection (4), where the 
number of days in the last taxation year of a prede- 
cessor corporation is less than 183, the amount deter- 
mined under subparagraph (4)(a)(i) in respect of the 
predecessor corporation shall be the greater of 


(a) the amount otherwise determined under sub- 
paragraph (4)(a)(i) in respect of the predecessor 
corporation; and 


(b) the amount of the first instalment base of the 
predecessor corporation for its last taxation year. 


(6) Subject to subsection (7), where a subsidiary 
within the meaning of subsection 88(1) of the Act is 
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winding up, and, at a particular time in the course of 
the winding up, all or substantially all of the property 
of the subsidiary has been distributed to a parent 
within the meaning of subsection 88(1) of the Act, 
the following rules apply: 


(a) there shall be added to the amount of the par- 
ent’s first instalment base for its taxation year 
that includes the particular time the amount of the 
subsidiary’s first instalment base for its taxation 
year that includes the particular time; 


(b) there shall be added to the amount of the par- 
ent’s second instalment base for its taxation year 
that includes the particular time the amount of the 
subsidiary’s second instalment base for its taxa- 
tion year that includes the particular time; 


(c) there shall be added to the amount of the par- 
ent’s first instalment base for its taxation year im- 
mediately following its taxation year referred to 
in paragraph (a) the amount that is the proportion 
of the subsidiary’s first instalment base for its 
taxation year referred to in paragraph (a) that 
(i) the number of complete months that ended 
at or before the particular time in the taxation 
year of the parent that includes the particular 
time , 
is of np 5 : 
(ii) 12; and | ) 
(d) there shall be added to the amount of the par- 
ent’s second instalment base for its taxation year 
immediately following its taxation year referred 
to in paragraph (a) the amount of the subsidiary’s 
first instalment base for its taxation year that in- 
cludes the particular time. 


(7) The amount of an instalment of tax for the taxa- 
tion year referred to in paragraphs (6)(a) and (b) that 
a parent is deemed under subsection 161(4.1) of the 
Act to have been liable to pay before the particular 
time referred to in subsection (6).shall be determined 
as if subsection (6) were not applicable in respect of 
a distribution of property described in that subsec- 
tion occurring after the day on or before which the 
instalment was required to be paid. 


(8) Subject to subsection (9), where at a particular 
time a corporation (in this subsection referred to as 
the “transferor”’) has disposed of all or substantially 
all of its property to another corporation with which 
it was not dealing at arm’s length (in this subsection 
and subsection (9) referred to as the “transferee’’) 
and subsection 85(1) or (2) of the Act applied in re- 
spect of the disposition of any of the property, the 
following rules apply: 
(a) there shall be added to the amount of the 
transferee’s first instalment base for its taxation 
year that includes the particular time the amount 
of the transferor’s first instalment base for its tax- 
ation year that includes the particular time; 


(b) there shall be added to the amount of the 
transferee’s second instalment base for its taxa- 


Reg. 
S. 5301(10) 


tion year that includes the particular time the 
amount of the transferor’s second instalment base 
. for its taxation year that includes the particular 
time; ie 
(c) there shall be added to the amount of the 
transferee’s first instalment base for its, taxation 
year immediately following its taxation year re- 
ferred to in paragraph (a) the amount that is the 
proportion of the transferor’s first instalment base 
for its taxation year referred to in paragraph (a) 
that 


(i) the number of complete months that ended 
at or before the particular time in the taxation 
year of the transferee that includes the particu- 
lar time 


is of 
(ii) 12; and 


(d) there shall be added to the amount of the 
transferee’s second instalment base for its taxa- 
tion year immediately following its taxation year 
referred to in paragraph (a) the amount of the 
transferor’s first instalment base for its taxation 
year that includes the particular time. 


(9) The amount of an instalment of tax for the taxa- 
tion year referred to in paragraphs (8)(a) and (b) that 
a transferee is deemed under subsection 161(4.1) of 
the Act to have been liable to pay before the particu- 
lar time referred to in subsection (8) shall be deter- 
mined as if subsection;(8) were not.applicable in re- 
spect of a disposition of property described in that 
subsection occurring after the day on or before 
which the instalment was required to be paid. 


(10) For the purposes. of this. section, “tax, payable 
under Part I of the Act’? by a corporation for a taxa- 
tion year means the»tax payable under Part I of the 
Act by the corporation for the year before taking into 
consideration any amount referred to in any of sub- 


> of Ways and Means 
nd subsee. 5301(10) to 


ovisions: ITA 248(1) — Definition of “specified fu- 
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History: Subsec. 5301(10) added by P.C. 1994-556, subsec. 1(3), 
April 14, 1994, Canada Gazette, Part II. May 4, 1994, applicable in 
computing the “first instalment base” and “second instalment base”, 
within the meanings assigned by Part LIII, for taxation years ending 
after June 1989 except that, in making such computations in respect 


2257 


Reg. 
S. 5301(10) 


of such taxation years commencing before March 1992, subsec. 


5301(10) shall be read as follows: 


(10) For the purposes of this section, “tax payable under Part 
I of the Act” by a corporation for a taxation year means the 
amount, if any, by which the tax payable under Part I of the 
Act by the corporation for the year, computed without refer- 
ence to sections 123.1, 127.2 and 127.3 of the Act (and, 
where the year commenced before July 1, 1989, without ref- 
erence to section, 125.3 of the Act) and before taking into 
consideration any. amount referred to in any of subparagraphs 
161(7)(a)(ii) to (vii) of the Act that is excluded or deducted, 
as the case may be, for the year, exceeds 


(a) where the year commenced before July 1, 1989, the 
lesser of 


(i) where the year ended 


(A) before July 1, 1989, the amount that would 
be the corporation’s tax payable under Part I.3 of 
the Act for the year if that Part (as it read in its 
application to the corporation’s first. taxation 
year commencing after June 30, 1989) applied in 
respect of the year and its capital deduction 
under that Part for the year were its capital de- 
duction under that Part for its first taxation year 
ending after June 30, 1989, or 


(B) after June 30, 1989, the product obtained 
when. the corporation’s tax payable under Part 
1.3 of the Act for the year is multiplied by the 
ratio that the number of days in the year is of the 
number of days in the year after June 30, 1989, 
and 


(ii) the amount that would be the corporation’s Cana- 
dian surtax payable for the year, as defined in sub- 
section 125.3(4) of the Act if that subsection and any 
regulations made under that subsection (as they read 
in their application to the corporation’s first taxation 
year commencing after June 30, 1989) were appher: 
ble to the year; 


(b) where the year commenced before February 21, 1990 
and the corporation is a corporation described in para- 
graph (d) or (é) of the definition “financial institution” in 
subsection 190(1) of the Act (or that would be so de- 
scribed if those paragraphs applied. with respect to the 
year), 


(i) where the year ended before, February 21, 1990, 
the amount that would be the corporation’s tax paya- 
ble under Part VI of the Act for the year if that Part 
(as it read in its application to the corporation’s first 
taxation year commencing after February 20, 1990) 
applied in respect of the year and its capital deduc- 


tion under that. Part for the year were its capital de- _ 


duction under that Part for its first taxation year end- 
ing after February 20, 1990, and 


(ii) where the year ended after February 20, 1990, the. . 


amount, if any, by which 


(A) the product obtained when the corporation’s 
tax payable under Part VI of the Act for the year 
is multiplied by the ratio that the number of days 
in the year is to the number of aay in the year 
after February 20, 1990 


exceeds 


(B) the amount deducted under subsection 


125.2(1) of the Act in computing the corpora- 
tion’s tax payable under Part I of the Act for the 
year in respect of its tax payable under Part VI of 
the Act for the, year; and 


(c) in any other case, nil. 


Income Tax Regulations 


In making those computations in respect of any of those taxation 
years ending before 19911, the reference in subsee: 530110) to “sub- 
paragraphs 161(7)(a)(ii) to. (x)” shall be read as.a reference to “sub- 
paragraphs 161(7)(a)(ii) to (vii)”; and in making those computations 
in respect of any of those taxation years ending in 1991, the refer- 
ence in subsec. 5301(10) to Se 161(7)(a)(ii) TOs 
shall be read as a reference to ‘subparagraphs 161(7)(a)(ii) to (vii) 
and. (x)”. 


Information Circulars [Reg. 5301]: 81-11R3: “ Comporate 
instalments. 


Part Liv — | Debtor’s ae 
on Settlement of Debts 


History: Part LIV was. consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 
8, 1979. 


5400. (1) Subject to section 5401, the excess referred 
to in paragraph 80(1)(b) of the Act, after deducting 
the portion thereof required to be applied as provided 
in paragraph 80(1)(a) of the Act, shall be applied at 
the time the debt or obligation is settled. or extin- 
guished, in the following order to reduce to the max- 
imum extent possible 


(a) the capital cost of depreciable property of a 
prescribed class or prescribed classes, as the case 
may be; bi 
(b). the. capital cost of depreciable. property other 
than depreciable property of a prescribed. class; 


~’ (c) the adjusted cost base at that time of capital 
property, other than depreciable property and per- 
sonal-use property; 


(d) the adjusted cost base at that time of capital 
property that is listed personal property; and 


(e) the adjusted cost base at that time of capital 
property that is personal-use property, other than 
listed personal property. | 
History: All that portion of subsec..- -5400(1) preceding. p para. (a) 
substituted by P.C. 1984-3789, s. 15, November 29, 1984, Canada 


Gazette, Part II, December 12, 1984, effective commencing Novem: 
Der ts TIE, e244 


(2) Where an amount is to be applied pursuant to 
subsection (1), the taxpayer may choose.any particu- 
lar property to make the reduction in the order speci- 
fied therein. 


5401. (1) For the purposes of paragraph 5400(1)(a), 
the amount.to be applied to reduce the capital cost of 
a property shall not exceed the lesser of 


(a) the amount by. which 
(i) the capital cost of the’ ssreperty 
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exceeds 


(ii) all amounts that would have been allowed 
to the taxpayer in respect of the property, if it 
had been the only property that was included 
in a prescribed class, at the rate that was al- 
lowed to him in respect of property of the 
class in which it was included under regula- 
tions made under paragraph 20(1)(a) of the 
Act for the taxation years prior to the year in 
which the debt or obligation was settled or ex- 
tinguished; and 
(b) the amount by which 


(i) the undepreciated capital cost of the class 
at the time the debt or obligation was settled 
or extinguished 


- exceeds 


(ii) the amount or the aggregate of amounts, if 
any, that has already been determined under 
this subsection in respect of another property 
of the class at the time referred to in subpara- 
graph (i). 


(2) For the purposes of paragraph 5400(1)(b), the 
amount to be applied to reduce the capital cost of a 
property shall not exceed 


_ (a) the amount by which the. capital cost of the 
property 
exceeds 


(b) the amount that was allowed to the taxpayer 

by virtue of Part XVII in respect of the property 

before the debt or the obligation was settled or 
- extinguished. 


(3) For the purposes of paragraphs 5400(1)(c), (d) 
and (e), the amount to be applied to reduce the ad- 
justed cost base of a property shall not exceed the 
amount by which 


(a) the aggregate of the cost to the taxpayer of the 
property and all amounts required by subsection 
53(1) of the Act to be included in computing the 
adjusted cost base to him of that property 


exceeds 


(b) the aggregate of all amounts required by sub- 
section 53(2) of the Act (except paragraph (c) 
thereof) to be deducted in computing the adjusted 
cost base to him of that property, 


at the time the debt or obligation was settled or 
extinguished. 


Part LV — Prescribed 
Programs and Benefits 


History: Part LV (ss. 5500, 5501) substituted by P.C. 1981-3209, s. 
5. November 12, 1981, Canada Gazette, Part Il, November 25, 
1981, effective in respect of 1981 et seg. except that with respect to 
the references to para. 212(1)(s) of the Act s. 5 is effective in re- 
spect of grants paid or credited after 1980. 


Part LV added by P.C. 1978-1139, s. 2, April 13, 1978; Canada 
Gazette, Part II, April 26, 1978, applicable to 1977 et seq. 


Reg. 
S. 5600 


5500. Canadian Home Insulation Program — 
For the purposes of paragraphs 12(1)(u), 56(1)(s) 
and 212(1)(s) of the Act, the Canadian Home Insula- 
tion Program, as authorized and described in Vote 
lla of Appropriation. Act.No. 3, 1977-78, as 
amended, Energy, Mines and Resources Vote 35, 
Main Estimates, 1981-82 as authorized by Appropri- 
ation Act No. 1, 1981-82, as amended, or the Cana- 
dian Home Insulation Program Act, is hereby pre- 
scribed to be a program of the Government of 
Canada relating to home insulation. 


5501. Canada Oil Substitution Program — For 
the purposes of paragraphs 12(1)(u), 56(1)(s) and 
212(1)(s) of the Act, the Canada Oil Substitution 
Program, as authorized and described in paragraph 
(a) or (b) of Energy, Mines and Resources Vote 45, 
Main Estimates, 1981-82 as authorized by Appropri- 
ation Act No. 1, 1981-82, as amended, or the Oil 
Substitution and Conservation Act is hereby pre- 
scribed to be a program of the Government of Can- 
ada relating to energy conversion. 


5502. Benefits under government assistance 
programs — For the purposes of subparagraph 
56(1)(a)(vi) and paragraph 153(1)(m) of the Act, the 
following benefits are prescribed: 


(a) benefits under the Labour Adjustment Benefits 
Act; 


(b) benefits under programs to provide income 
assistance payments, established pursuant to 
agreements under section 5 of the Department of 
Labour Act; and 


(c) benefits under programs to provide income 
assistance payments, administered pursuant to 
agreements under section 5 of the Department of 
Fisheries and Oceans Act. 
History: S. 5502 added by P.C. 1995-1023, s. 4, June 23, 1995, 
Canada Gazette, Part II, July 12, 1995, applicable 
(a) for the purposes of subpara. 56(1)(a)(vi) of the Act, to bene- 
fits received after October 1991; and 


(b) for the purposes of para. 153(1)(m) of the Act, to benefits 
paid after October 1991. 


Part LVI — Registered 
Retirement Savings Plans, 
Premium Refunds 


History: Part LVI was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 
8, 1979. 


5600. Any election under subsection 61(2) of the Jn- 
come Tax Application Rules in respect of a refund of 
premiums referred to in that subsection shall be 
made by the taxpayer on or before the day on or 
before which he is required to file a return of income 
pursuant to section 150 of the Act for the taxation 
year in which the refund was received. 
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S. 5600 Income Tax Regulations 


History: S. 5600 amended by P.C. 1994-1817, s. 48, November 1, | Selected Cases [para. 5700(i)]: Brown v. Canada, [1995] 1 
1994, Canada Gazette, Part. Il, November 30, 1994. C.T.C. 208 (FCTD) (“Designed” can be read as meaning “in- 
tended”. Air conditioner deductible as medical expense). 


Part LVII — Medical Devices 
and Equipment 


History: Part LVII was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 
8, 1979. 


5700. For the purposes of paragraph 118.2(2)(m) of 
the Act, a device or equipment is prescribed if itis a 


(a), wig made to order for individuals who have 
suffered. abnormal hair loss, owing to disease, 
medical treatment or accident; 


(b) needle or syringe designed to be used for the 
purpose of giving an injection, 


(c) device or equipment, including a replacement 
part, designed exclusively for use by an individ- 
ual suffering from a severe chronic respiratory 
ailment or a severe chronic immune system dis- 
regulation, but not including an air conditioner, 
humidifier, dehumidifier, heat pump or heat or air 
exchanger; es | 


(c:1) air or water filter or purifier for use by an 
individual who is suffering from a severe chronic 
respiratory ailment or a.severe chronic immune 
system disregulation to cope with or overcome 
that ailment or disregulation; 


(c.2) electric or sealed combustion furnace ac- 
quired to replace a furnace that is neither an elec- 
tric furnace nor a sealed combustion furnace, 
where. the replacement is necessary solely be- 
cause of a severe chronic respiratory ailment or a _ 
severe chronic immune system disregulation; 


(d) device or equipment designed to pace or mon- 
itor the heart of an individual who suffers from 
heart disease; 


(e) orthopaedic shoe or boot and an insert for a 
shoe or boot made to order for an individual in 
accordance with a prescription to overcome a 
physical disability of the individual; | 


(f) power-operated guided chair installation, for 
an individual, that is desieacd to be used solely in 
a stairway; 


(g) mechanical device or equipment designed to 
be used to assist an individual to enter or leave a 
bathtub or shower or to get on or off a toilet; 


(h) hospital bed including such attachments 
thereto as may have been included 1 in a prescrip- 
tion therefor; 


(i) device that is designed to assist an individual 
in walking where the individual has a mobility 
impairment; ; 
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(j) external breast prosthesis that is. required be- 


cause of a mastectomy; 


(k) teletypewriter or similar. device, including a 
telephone ringing indicator, that enables a deaf or 
mute individual to make and receive telephone 
calls; 


(1) optical scanner or similar device designed to 
be used by a blind individual to enable him to 
read print; 


(m) power-operated lift or transportation equip- 
ment designed exclusively for use by, or for, a 
disabled individual to allow the individual access 
to different areas of a building or to assist the in- 
dividual to gain access to a vehicle or to place the 
individual’s wheelchair in or ona vehicle; 


(n) device designed exclusively to enable an indi- 
vidual with a mobility tO to operate a 
vehicle; 


(0) device or equipment, including a synthetic — 
speech system, braille printer and large print-on- 
screen device, designed exclusively to be used by 
a blind individual in the operation of a computer; 


(p) electronic speech synthesizer that enables a 
mute individual to communicate by use of a port- 
able keyboard; 


(q) device to decode special television aiinats to 
permit the. script of a program to be. yisually 
displayed; 


(q.1) ‘a visual or VibPAOEy signalling device, in- 
cluding a visual fire alarm indicator, for an indi- 
vidual with a hearing impairment; 


(r) device designed to be attached to infants-diag- 
nosed as. being prone to sudden infant death syn- 
drome in order to sound an alarm if the infant 
ceases to breathe; 


(s) infusion pump, including disposable. peripher- 
als, used in the treatment of diabetes or a device 
designed to enable.a diabetic to measure the dia- 
betic’s blood sugar level; 


(t) electronic or computerized environmental con- 
trol system designed exclusively for the use of an 
individual with a severe.and prolonged mobility 
restriction; . 


(u) extremity, pump, or, elastic. support hose de- 
signed. exclusively to relieve swelling caused by 
chronic lymphedema; and 


(v) inductive coupling osteogenesis stimulator for 
treating non-union of fractures or aiding in bone 
fusion. 


Part LVIII — Retention of Books and Records 


History: Paras. 5700(c:1), (c.2) and (q.1) added by P.C. 1994-271, 
s. 1, February 16, 1994, Canada Gazette, Part II, March 9, 1994; 
paras. (c.1), (c.2) applicable after December 16, 1991, para. (q.1) 
applicable to 1992 et seq. 


That portion of s. 5700 preceding para. (a), and paras. (c), (1), (m) 
and (s) substituted, and (t) to (v) added, by P.C, 1990-2491, subsecs. 
1(1) to (4) and (6), November 22, 1990, Canada Gazette, Part II, 
December 5, 1990, applicable to 1988 ef seg.; and para. (q) substi- 
tuted by subsec. 1(5), applicable to 1987 et seq. 


Paras. 5700(n) to (s) added by P.C. 1987-2474, December 10, 1987, 
Canada Gazette, Part 11, December 23, 1987, applicable to 1987 er 
seq. 

Para. 5700(m) substituted by P.C. 1985-2277, s. 17, July 24, 1985, 
Canada Gazette, Part 11, August 7, 1985, applicable to 1984 et seq. 


Paras. 5700(1), (m) added by P.C. 1980-3345, s. 1, December 11, 
1980, Canada Gazette, Part Il, December 24, 1980, in force January 
1,-1980. 


Interpretation Bulletins: IT-519R2: Medical expense and disa- 
bility tax credits. 


Part LVIIIl — Retention of 
Books and Records 


History: Part LVIII (s. 5800) added by P.C. 1982-2895, s. 2, Sep- 
tember 22, 1982, Canada Gazette, Part II, October 13, 1982,.effec- 
tive commencing September 20, 1982. 


5800. (1) For the purposes of paragraph 230(4)(a) of 
the Act, the required retention periods for records 
and books of account of a person are prescribed as 
follows: 


(a) in respect of 


(i) any record of the minutes of meetings of 
the directors of a corporation, 


(ii) any record of the minutes of meetings of 
the shareholders of a corporation, 

(iii) any record of a corporation containing de- 
tails with respect to the ownership of the 
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shares of the capital stock of the corporation 
and any transfers thereof, 


(iv) the general ledger or other book of final 
entry containing the summaries of the year-to- 
year transactions of a corporation, and 


(v) any special contracts or agreements neces- 
sary to an understanding of the entries in the 
general ledger or other book of final entry re- 
ferred to in subparagraph (iv), 


the period ending on the day that is two years af- 
ter the day that the corporation is dissolved; 


(b) in respect of all records and books of account 
that are not described in paragraph (a) of a corpo- 
ration that is dissolved and in respect of the 
vouchers and accounts necessary to verify the in- 
formation in such records and books of account, 
the period ending on the day that is two years af- 
ter the day that the corporation is dissolved; 


(c) in respect of 


(i) the general ledger or other book of final 
entry containing the summaries of the year-to- 
year transactions of a business of a person 
(other than a corporation), and 


(ii) any special contracts or agreements neces- 
sary to an understanding of the entries in the 
general ledger or other book of final entry re- 
ferred to in subparagraph (1), 
the period ending on the day that is six years after 
the last day of the taxation year of the person in 
which the business ceased; 


(d) in respect of 


(i) any record of the minutes of meetings of 
the executive of a registered charity or regis- 
tered Canadian amateur athletic association, 


(ii) any record of the minutes of meetings of 
the members of a registered charity or regis- 
tered Canadian amateur athletic association, 


(iii) all documents and by-laws governing: a 
registered charity or registered Canadian ama- 
teur athletic association, and 


(iv) all records of any donations received by a 
registered charity that were subject to a direc- 
tion by the donor that the property given be 
held by the charity for a period of not less 
than 10 years, 


the period ending on the day that is two years af- 
ter the date on which the registration of the regis- 
tered charity or the registered Canadian amateur 
athletic association under the Act is revoked; 


(e) in respect of all records and books of account 
that are not described in paragraph (d) and that 
relate to a registered charity or registered Cana- 
dian amateur athletic association whose registra- 
tion under the Act is revoked, and in respect of 
the vouchers and accounts necessary to verify the 
information in such records and books of ac- 
count, the period ending on the day that is two 
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years after the date on which the registration of 
the registered charify or the registered Canadian 
amateur: athletic association under the Act is 
revoked; 


(f) in respect of Siupiiater itt receipts for dona- 
tions (other than donations referred to in subpara- 
graph (d)(iv)) that are received by a registered 
charity or registered Canadian amateur. athletic 
association and are required to be kept by that 
charity or association pursuant to subsection 
230(2) of the Act, the period ending on the day 
that is two years from the end of the last calendar 
year to which the receipts relate; and 


(g) notwithstanding paragraphs (c) to (f), in re- 
spect of all records, books of account, vouchers 
and accounts of a deceased taxpayer or.a trust in 
respect of which a clearance certificate is issued 
pursuant to subsection 159(2) of the Act with re- 
spect to the distribution of all the property of 
such deceased taxpayer or trust, the period ending 
on the day that the clearance certificate is issued. 


(2) For the purposes of: subsection 230.1(3) of the 
Act, with respect to the application of paragraph 
230(4)(a) of the Act, the required retention period 
for records and books of account that are required to 
be kept pursuant to section 230.1 of the Act is pre- 
scribed to be the period ending on the day. that is two 
years after the end of the last calendar year to which 
the records or books of account relate. 


Information Circulars [Reg. 5800]: _718-10R2: Boks and 
records retention/destruction. 


Part LIX — Foreign Affiliates 


History: Part LIX was consolidated by the Consolidated Regula- 
tions of Canada, chapter 945, proclaimed in force August 15, 1979, 
by P.C. 1979-1934, July 19, 1979, Canada Gazette, Part II, August 
8, 1979. 


5900. Dividends out of exempt, taxable and 
pre-acquisition surplus — (1) Where at any time 
a corporation resident in Canada or a foreign affiliate 
of the corporation: receives a dividend on a share of 


any Class of the capital stock of a foreign altliate of 


the corporation, 


(a) for the purposes of this Part and paragraph 
113(1)(a) of the Act, the portion of the dividend 
paid out of the exempt surplus’ of the affiliate is 
prescribed to be that proportion of the dividend 
received that 


(i) such portion of the whole dividend paid by 
the affiliate on the shares of that class at that 
time as was deemed by section 5901 to have 
been paid out of the affiliate’s exempt surplus 
in respect of the corporation 


is. of 


(ii) the whole dividend paid by the affiliate on 
the shares of that class at that time; 


Income Tax Regulations 


(b) for the purposes of this Part and subsection 
91(5) and paragraphs. 113(1)(b) and (c) of the 
Act, the portion of the dividend paid out of the 
taxable surplus of the affiliate is prescribed to be 
that portion of the dividend receiyed that 


(i) such portion of the whole dividend paid by 
the affiliate on the shares of that class at that 
_ time as was deemed by section 5901 to have 

been paid out of the affiliate’s taxable surplus 

in respect of the corporation 


is of 
(ii) the whole dividend paid by the affiliate on 
the shares, of that class at that time; 


‘(c) for the purposes of this Part and paragraph 
113(1)(d) of the Act, the portion of the dividend 

paid out of the pre-acquisition surplus of the affil- 
iate is prescribed to be that proportion of the divi- 
dend received that . 


(i) such portion of the sptiole anvidenti sid by 
the affiliate on the shares of that class at that 
time as was deemed by section 5901 to have 
been paid out of the affiliate’s pre-acquisition 
surplus in respect of the corporation 


is of 
(ii) the whole dividend paid by the affiliate on 
the shares of that class at that time; and 


(d) for the purposes of this Part and paragraph 
113(1)(b) of the Act, the foreign tax applicable to 
the portion of the dividend prescribed to have 
been paid out of the taxable surplus of the affili- 
ate is prescribed to be that proportion of the un- 
derlying foreign tax applicable, in respect of the 
corporation, to the whole dividend. paid by the af- 
filiate on the shares of that class at that time that 


_-(i) the amount of the dividend received by the 
corporation or the affiliate, as the case may 
be, on that share at that time longi 


is of 
(ii) the whole dividend paid by the affiliate on 
the shares of that class at that time.” 


(2)N otwithstanding paragraphs (1a) and (b), where 


at any time a foreign affiliate of a corporation resi- 


dent in Canada pays a dividend on a share of a class 
of its capital stock (other than a share in respect of 
which an election is made under subsection eel Y of 
the Act) to the corporation, the corporation may, in 
its return of income under Part I of the Act for its 
taxation year in which the dividend was received by 
it, designate an amount not exceeding the portion of 
the dividend received that would, but for this subsec- 
tion, be prescribed to have been paid out of the affili- 
ate’s exempt surplus in respect of the, corporation 
and that amount 


(a) is prescribed to have been paid out of the af- 
filiate’s taxable surplus in respect of the corpora- 
tion and not to have been paid out of that exempt 
surplus; and 
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(b) for the purposes of paragraph (1)(d) and the 
‘definitions “underlying foreign tax” and “under- 
lying foreign tax applicable” in subsection 
5907(1) is deemed to have been paid by the affili- 
ate to the corporation as a separate: whole divi- 
“dend on the shares of that class of the capital 
stock immediately after that time, and that whole 
dividend is deemed to have been paid out of the 
affiliate’s taxable surplus in respect of the 
corporation. f 
History: Paras. 5900(2)(a), (b) amended by P.C. 1997-1670, s. 2, 
November 20,1997, Canada Gazette, Part 11, December 10, 1997, 
applicable to taxation years of a foreign affiliate of a taxpayer that 
begin after 1994, except that 
(a) the amendments apply to taxation years of a foreign affiliate 
of a taxpayer that end after 1994 where there has been a change 
in ‘the. taxation year of the foreign affiliate in 1994 and after 
February, 22, 1994, unless 
(i) the foreign affiliate had requested that change in the tax- 
ation year in writing before February 22, 1994 from: the in- 
come taxation authority of the country in which it was resi- 
dent and subject to income taxation, or 


(ii) the first taxation year of the foreign.affiliate that: began 
“after 1994 began at a time’ in 1995 that is. earlier than the 
~ time when that taxation year would-have begun if there had 
not been that change in the taxation year of the foreign 
affiliate. 


(3) For the purposes of subsection 91(5) of the Act, 
where at any time an individual resident in Canada 
receives a dividend on a share of any class of the 
capital stock of a foreign affiliate of that individual, 
the affiliate shall be deemed to have an amount of 
taxable surplus in respect of the individual and the 
portion of the dividend paid out of the taxable sur- 
plus of the affiliate in respect of the individual is pre- 
scribed to be an amount equal to the dividend 
received. . 

Interpretation Bulletins: [T-392: Meaning of term “share”. 


5901. Order of surplus distributions — (1) 
Where at any time in its taxation year a foreign affil- 
iate of a corporation resident in Canada has paid a 
whole dividend on the shares of any class of its capi- 
tal stock, for the purposes of this Part 


(a) the portion of the whole dividend deemed to 
have been paid out of the affiliate’s exempt sur- 
plus in respect of the corporation at that time is 
an amount equal to the lesser of 


(i) the amount of the whole dividend, and 


(ii) the amount by which that exempt surplus 
exceeds the affiliate’s taxable deficit in re- 
spect of the corporation at that, time; 


(b) the portion of the whole dividend deemed to 
have been paid out of the affiliate’s taxable sur- 
plus in respect of the corporation at that time is 
an amount equal to the lesser of 


(i) the amount, if any, by which the amount of 
the whole dividend exceeds the portion deter- 
mined under paragraph (a), and 
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(ii) the amount by which that taxable surplus 
exceeds the affiliate’s exempt deficit: in -re- 
spect of the corporation at that time; and © 


(c) the portion of the whole dividend deemed to 
have been paid out of the affiliate’s pre-acquisi- 
tion surplus in respect of the corporation at that 
time is the amount by which the whole dividend 
exceeds the aggregate of the portions determined 
under paragraphs (a) and (b). 


(2) Notwithstanding subsection (1), where a foreign 
affiliate of a corporation resident in Canada pays a 
whole dividend (other than a whole. dividend re- 
ferred''to’ in subsection 5902(1)) at any ‘particular 
time in its taxation year that is more than 90 days 
after the commencement of that year-or at any partic- 
ular time in its 1972 taxation year that is before Jan- 
uary 1, 1972, the portion of the whole dividend that 
would, but for this subsection, be deemed to have 
been paid out of the affiliate’s pre-acquisition sur- 
plus in respect of the corporation is deemed to have 
been paid out of the exempt surplus and taxable sur- 
plus Of the affiliate in respect of the corporation to 
the extent that it would have been deemed to have 
been so paid if, immediately after the end of that 
year, that portion were paid as a separate’ whole divi- 
dend before any whole dividend paid after the partic- 
ular time and after any whole dividend paid before 
the particular time by the affiliate, and for the pur- 
poses.of determining the exempt deficit, exempt sur- 
plus,.taxable deficit, taxable surplus and underlying 


_ foreign tax of the affiliate in respect of the corpora- 


tion at any time, that portion is deemed to have been 
paid as a separate whole dividend immediately fol- 
lowing the end of the year and not to have been paid 
at the particular time. | } 
History: Subsec. 5901(2) amended by P.C. 1997-1670, s. 3, No- 
vember 20, 1997, Canada Gazette, Part Il, December 10, 1997, ap- 
plicable to taxation years ‘of a foreign affiliate of a taxpayer that 
begin after 1994, except that 
-<»(a) the subsee. as amended-applies to taxationyyears of a foreign 
affiliate of a taxpayer that end after 1994 where there has been a 
change in the taxation year of the foreign affiliate in 1994 and 
after February 22, 1994, unless ir 
(i) the foreign affiliate had requested that change in the tax- 
ation year in writing before February 22, 1994 from the in- 
come. taxation authority of the country, im whiehyit was resi- 
dent, and subject to income taxation, or 
(ii) the first taxation-year’of the foreign affiliate that began 
after 1994 began. at.a time in 1995 that is earlier than the 
time when that taxation year would have begun if there had 
not been that change in the taxation year of the foreign 
affiliate. 
(3) Notwithstanding subsections (1) and (2), for the 
purposes of the definitions “exempt deficit”, “ex- 
empt surplus”, “taxable deficit” and “taxable sur- 
plus” in subsection 5907(1), any amount designated 
pursuant to subsection 5900(2) in respect of a divi- 
dend paid by a foreign affiliate of a corporation resi- 
dent in Canada increases the portion of the whole 
dividend deemed to have been paid out of the affili- 
ate’s taxable surplus in respect of the corporation 
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and decrease the portion of the whole dividend 
deemed to have been paid out of the affiliate’s ex- 
empt surplus in respect of the corporation. 


History: Subsec. 5901(3) amended by P.C. 1997-1670, s. 3, No- 
vember 20, 1997, Canada Gazette, Part Il, December 10, 1997, ap- 
plicable to taxation years of a foreign affiliate of a taxpayer that 
begin after 1994, except that 


(a) the subsec. as amended applies to taxation years of a foreign 
affiliate of a taxpayer.that end after 1994 where there has been a 
change in the taxation year of the foreign affiliate in 1994 and 
after February 22, 1994, unless 


(i) the foreign affiliate had requested that change in the tax- 
ation year in writing before February 22, 1994 from the in- 
come taxation authority of the country in which it was resi- 
dent and subject to income taxation, or 


(ii) the first taxation year of the foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the 
time when that taxation year would have begun if there had 
not been that change in the taxation year of the foreign 
affiliate. 


5902. Election in respect of capital gains — 
(1) Where at any time a dividend is, by virtue of an 
election made under subsection 93(1) of the Act in 
respect of a disposition, deemed to have been re- 
ceived on one or more shares. of a class of the capital 
stock of a particular foreign affiliate of a corporation 
resident in Canada, the following rules apply: 


(a) determine the amounts that would be the par- 
ticular affiliate’s exempt surplus or exempt defi- 
cit, taxable surplus or taxable deficit, underlying 
foreign tax and net surplus in respect of the cor- 
poration at that time if 


(i) each other foreign affiliate of the corpora- 
tion in which the affiliate had an equity per- 
centage had immediately before that time paid 
a dividend equal to its net surplus in respect of 
the corporation immediately before the. divi- 
dend was paid, and 


(ii) any dividend referred to in subparagraph 
(i) that any other foreign affiliate would have 
received had been received by it immediately 
before any such dividend that it would have 
paid; 
(b) determine the amount that would have been 
received on the shares (of that class) in respect of 
which an election is made, if the particular affili- 
ate had at that time paid dividends the aggregate 
of which on all shares of its capital stock was 
equal to the amount of its net surplus referred to 
in paragraph (a); and 


(c) for the purposes only of subsection 5900(1), 
in applying the provisions of subsection 5901(1) 


(i) the particular affiliate’s exempt surplus or 
exempt deficit, taxable surplus or taxable defi- 
cit and underlying foreign tax in respect of the 
corporation shall be deemed to be the respec- 
tive amounts thereof referred to in paragraph 
(a), and 
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(ii) the particular affiliate shall be deemed to 

have paid a whole dividend at that time on the 

shares of that class of its capital stock in an 
-amount equal to the product obtained when 
the aggregate of amounts so deemed by sub- 

section 93(1) of the Act to have been received 

as dividends on shares of that class is multi- 
plied by the greater of 


(A) one, and 


(B) the proportion that the amount of the 
particular affiliate’s net surplus determined 
under paragraph (a) is of the amount deter- 
mined under paragraph (b), except that 
where the amount determined under para- 
graph (b) is less than one, the amount de- 
termined under paragraph (b) is deemed 
for the purpose of this clause to be one. 


(2) For the purposes of paragraphs (1)(a) and (b), 


(a) in determining the exempt surplus or exempt 
deficit, the taxable surplus or taxable deficit, the 
underlying foreign tax and the net surplus of a 
particular foreign affiliate of a taxpayer resident 
in Canada in which any other foreign affiliate of — 
the taxpayer has an equity percentage, no amount 
shall be included. in respect of any distribution 
that would. be received by the particular affiliate 
from. such other.affiliate; and 


(b) if any foreign affiliate of a corporation resi- 
dent in Canada has issued shares of more than 
one class of its capital stock, the amount that 
would be paid as a dividend on the shares of any 
class is such portion of its exempt surplus or ex- 
empt deficit and its taxable surplus (including un- 
derlying foreign tax applicable) or taxable deficit 
(and thus net surplus) as, in the circumstances, it 
might reasonably be expected to have ain on all 
the shares of that class. 


(3) Where an election under subsection 93(1) of. the 
Act is made by a corporation resident in Canada in 
respect of the disposition of .a share of the capital 
stock of a foreign affiliate of the corporation, no ad- 
justment shall be made to the affiliate’s exempt sur- 
plus, exempt deficit, taxable surplus, taxable deficit 
or underlying foreign tax in respect of the corpora- 
tion as a consequence of the election except as pro- 
vided in subsections 5905(2), (5) and (8). 


(4) [Revoked] 


(5) Any election under subsection 93(1) of the Act 
by a corporation resident in Canada in respect of any 
share of the capital stock of a foreign affiliate of the 
corporation disposed of by it or by another foreign 
affiliate of the corporation shall be made. by. filing 
the prescribed form with the Minister on or before 
the day that is the later of 


(a) December 31,1989; and 
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(b) where the election is made 


(1) in respect of a share disposed of by the cor- 
poration, the day on or before which the cor- 
poration’s return of income for its taxation 
year in which the disposition was made is re- 
quired to be filed pursuant to subsection 
150(1) of the Act, or 


(ii) in respect of a share disposed of by an- 
other foreign affiliate of the corporation, the 
day on or before which the corporation’s re- 
turn of income for its taxation year, in which 
the taxation year of the foreign affiliate in 
which the disposition. was made ends, is re- 
quired to be filed pursuant to subsection 
150(1) of the Act, 


_as the case may be. 


(6) Where at any time a corporation resident in Can- 
ada is deemed by virtue of subsection 93(1-1) of the 
Act to have made an election under subsection 93(1) 
of the Act in respect of a share of the capital stock of 
a particular foreign affiliate of the corporation dis- 
posed of by another foreign affiliate of the corpora- 
tion, the amount deemed to have been designated in 
the election is hereby prescribed to be the lesser of 


(a) the capital gain, if any, otherwise determined 
in respect of the disposition of the share; and 


(b) the amount that could reasonably be expected 
to have been received in respect of the share if 
the particular affiliate had at that time paid divi- 
dends the aggregate of which on all shares of its 
capital stock was equal to the amount determined 
under ‘paragraph (1)(a) to be its net surplus in re- 

spect of the corporation for the purposes of the 
election. 

History: Cl. 5902(1)(c)(ii)(B) substituted by P.C. 1997-1670, s. 4, 

November 20, 1997, Canada Gazette, Part I], December 10, 1997, 

applicable to 1996 et seq. 

Para. 5902(5)(a) substituted by P.C. 1989-321, s. 1, March 2, 1989, 

Canada Gazette, Part Il, March 15, 1989, applicable in respect of 

1972 et seq. 

Subsec. 5902(3) substituted, subsec. 5902(4) revoked, subsec. 

5902(6) added by, P.C. 1985-467, s. 1, Canada Gazette, Part Il, 

March 6, 1985, applicable in respect of dispositions of shares made 

after November 12, 1981. 

Para. 5902(5)(a) substituted by P.C. 1982-3084, October i plies 

Canada Gazette, Part If, October 27, 1982, applicable to 1972 et 

Seq. 

Subsec. 5902(5) substituted by P.C. 1980-503, s. 1, February 8, 

1980, Canada Gazette, Part Il, February 27, 1980, effective in re- 

spect of 1972 et seq. 

Forms: T2107: Election in respect of a share disposition in a for- 

eign affiliate. 


5903. Deductible loss — (1) For the purpose of 
the description of F in the definition “foreign accrual 
property income” in subsection 95(1) of the Act, the 
amount prescribed to be the deductible loss of a par- 
ticular foreign affiliate of a taxpayer for a taxation 
year and the five immediately preceding taxation 
years (each of which preceding taxation years is re- 


Reg. 
S. 5903(2) 


ferred to in this subsection as a “preceding year”) is 

the amount, if any, by which 
(a) the total of all amounts each of which is the 
amount, if any, determined in respect of the par- 
ticular affiliate in respect of a preceding year dur- 
ing which it was a controlled foreign affiliate of 
the taxpayer or of a person described in any of 
subparagraphs 95(2)(f)(iv) to (vil) of the Act, by 
which 


(1) the total of the amounts determined for D 
and E in the definition “foreign accrual prop- 
erty income” in subsection 95(1) of the Act in 
respect of the particular affiliate for the pre- 
ceding year 


exceeds 


(ii) the total of the amounts determined for A, 
B and C in the definition “foreign accrual 
property income” in subsection 95(1) of the 
Act in respect of the particular affiliate for the 
preceding year 


exceeds the total of 


(b) the total of all amounts each of which is an 
amount determined in respect of the particular af- 
filiate in respect of a preceding year during which 
it was a controlled foreign affiliate of the tax- 
payer or of a person described in any of subpara- 
graphs 95(2)(f)(iv) to (vii) of the Act and equal to 
the lesser of 


(i) the amount that would be determined for F 
in the definition “foreign accrual property in- 
come” in subsection 95(1) of the Act in re- 
spect of the particular affiliate for the preced- 
ing year if that amount did not take into 
account any amount determined for any of A, 
B, C, D or E in the definition “foreign accrual 
property income” in subsection 95(1) of the 
Act in respect of the particular affiliate for any 
taxation year that is not a preceding taxation 
year, and 


(ii) the amount that would be the foreign ac- 
crual property income of the particular affili- 
ate for the preceding year if the formula in the 
definition “foreign accrual property income” 
in subsection 95(1) of the Act were read with- 
out reference to the variable F; and 


(c) where a payment has been received by the 
particular foreign affiliate and the payment can 
reasonably be considered to relate to a payment 
described in subsection 5907(1.3) made by an- 
other foreign affiliate of the taxpayer in respect of 
a loss, or any portion of a loss, of the particular 
affiliate described in the description of D or E of 
the definition “foreign accrual property income” 
in subsection 95(1) of the Act in respect of any 
preceding year of the particular affiliate, the 
amount of that loss or portion. 


(2) For the purpose of subsection (1), each amount 
referred to in paragraph (1)(c) in respect of a con- 
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trolled foreign affiliate of a taxpayer resident in Can- 
ada that is not otherwise determined in Canadian 
currency shall be converted to Canadian currency at 
the rate. of exchange prevailing on the last day of the 
affiliate’s taxation year in respect of which the 
amount determined under subsection (1) is being 
used to determine the foreign affiliate’s foreign ac- 
crual property income as defined in subsection 95(1) 
of the Act. 


Interpretation Bulletins [Reg. 5903(2)]: IT-95R: Foreign ex- 


change gains and losses. 


Information Circulars [Reg. 5903(2)]: 77-9R: Books, records 
and other requirements for taxpayers having. foreign affiliates. 


(3) Where 
(a) there has been a foreign merger (within the 


meaning assigned by subsection 87(8.1) of the 


Act) of two or more foreign affiliates of a tax- 
payer resident in Canada in respect of each of 
which the taxpayer’s surplus entitlement percent- 
age was not less than 90 per cent immediately 
before the merger (in this subsection referred to 
as “predecessor affiliates”) to form a new foreign 
affiliate in respect of which the taxpayer’s sur- 
plus entitlement percentage immediately after the 
merger was not less than 90 per cent (in this sub- 
section referred to as the “successor affiliate”), or 


(b) there has been a dissolution of a foreign affili- 
ate (in this subsection referred to as the “prede- 
cessor affiliate”) of a taxpayer resident in Canada 
and on the dissolution property of the predecessor 
affiliate, the fair market value of which was not 
less than 90 per cent of the fair market value of 
all property of the predecessor affiliate immedi- 
ately before the dissolution, was distributed to an- 
other foreign affiliate (in this subsection referred 
to as the “successor affiliate’) of the taxpayer, 


the successor affiliate shall, in respect of such part of 
the amount determined under subsection (1) to be the 
deductible loss of a predecessor affiliate at the time 
of the foreign merger or dissolution as may reasona- 
bly be considered to have arisen while the taxpayer, 
a person or persons referred to in any of subpara- 
graphs 95(2)(f)(iv) to (vii) of the Act, or the taxpayer 
together with such a person or persons, had a surplus 
entitlement percentage in respect of such predecessor 
affiliate that was not less than 90 per cent, be consid- 
ered to be the same corporation as, and a continua- 
tion of, such predecessor affiliate. 
History: Subsecs. 5903(1), (3) amended by P.C. 1997-1670, s. 5, 
November 20, 1997, Canada Gazette, Part Il, December 10, 1997, 
applicable to taxation years of a foreign affiliate of a taxpayer that 
begin after 1994, except that 
(a) the subsecs. as amended apply to taxation years of a foreign 
affiliate of a taxpayer that end after 1994 where there has been a 
change in the taxation year of the foreign affiliate in 1994 and 
after February 22, 1994, unless 
(i) the foreign affiliate had requested that change in the tax- 
ation year in writing before February 22, 1994 from the in- 
come taxation authority of the country in which it was resi- 
dent and subject to income taxation, or 
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(ii) the first taxation year of the foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the 
time when that taxation year would have begun if there had 
‘not been that change in the taxation year of the foreign 
affiliate. 


That portion of subsec. 5903(3) following para. (b) amended by 
P.C. 1989-321, 's. 2, March 2, 1989, Canada Gazette, Part II, March 
15, 1989, applicable in respect.of amalgamations and mergers oc- 
curring after November 12, 1981. 


Subsecs. 5903(1) and (2) substituted, subsec. 5903(3) added, by 
P.C. 1985-467, s. 2, February: 14, 1985, Canada Gazette, Part Il, 
March 6, 1985, subsecs. 5903(1) and (2) applicable in computing 
the foreign accrual property income of a foreign affiliate for taxa- 
tion years of the affiliate ending after November 12, 1981, and sub- 
sec. 5903(3) applicable in respect of mergers and dissolutions oc- 
curring after November 12, 1981. 


Para. 5903(1)(b) substituted by P.C. 1980-503, s. 2, February 8, 
1980, Canada Gazette, Part II, February 27, 1980, effective in re- 
spect of 1976 et seq. 


5904. Paiticwsatint dereatitage ren For the 
purpose of subparagraph (b)(ii) of the definition 
“participating percentage” in subsection 95(1) of the 
Act, the participating percentage of a particular share 
owned by a taxpayer of the capital stock of a corpo- 
ration in respect of any foreign affiliate of the tax- 
payer that was, at the end of its taxation year, a con- 
trolled foreign affiliate of the taxpayer is prescribed 
to be the percentage that would be the taxpayer’s eq- 
uity percentage in the affiliate at that time on the as- 
sumption that . 


(a) the taxpayer owned no oe other than the 
particular share; 


(b) the direct equity percentage of a person in any 
foreign affiliate of the taxpayer, for which the to- 
tal of the distribution entitlements of all the 
shares of all classes of the capital stock of the af- 
filiate was greater than nil, was determined by the 
following rules and not by the rules contained in 
the definition “direct equity percentage” in sub- 
section 95(4) of the Act: 


(i) for each class of the capital stock of the af- 
filiate, determine that amount that is the pro- 
portion of the distribution entitlement of all 
the shares of that class that the number of 
shares of that class owned by that person is of 
all the issued shares of that class, and 


(ii) determine the proportion that 


(A) the aggregate of the amounts. deter- 
mined under subparagraph (i) for each 
class of the capital stock of the affiliate 


is of 


(B) the aggregate of the distribution enti- 
tlements of all the issued shares of all clas- 
ses of the capital stock of the affiliate 


and the proportion determined under subpara- 
graph (ii) when expressed as a percentage is that 
person’s direct equity percentage in the affiliate; 
and 
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(c) the direct equity percentage of a person in any 
foreign affiliate of the taxpayer, for which the to- 
tal of the distribution entitlements of all the 
shares of all classes of the capital stock of the af- 
filiate was not greater than nil, was determined 
by the rules contained in the definition “direct eq- 
uity percentage” in subsection 95(1) of the Act. 
History: That portion of subsec. 5904(1) before subpara (b)(i), and 
para. (c), amended by P.C. 1997-1670, subsecs. 6(1), (2), November 
20, 1997, Canada Gazette, Part Il, December 10, 1997, applicable 
to taxation years of a foreign affiliate of a taxpayer that begin after 
1994, except that 
(a) the amended portions apply to taxation years of a foreign 
affiliate of a taxpayer that end after 1994 where there‘has been a 
change in the taxation year of the foreign affiliate in.1994 and 
after February 22, 1994, unless 
(i) the foreign affiliate had requested that change in the tax- 
ation year in writing before February 22, 1994 from the in- 
come taxation authority of the country in which it was fesi- 
dent and subject to income taxation, or 


(ii) the first taxation year of the foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the 
time when that taxation year would have begun if there had 
not been that change in the taxation year of the foreign 
affiliate. 
All that portion of para. 5904(1)(b) preceding subpara. (i), and para. 
5904(1)(c) substituted by P.C. 1980-503, s. 3, February 8, 1980, 
Canada’ Gazette, Part II, February 27, 1980, effective in respect of 
1976 et seq. 


(2) For the purposes of this section, the distribution 
entitlement of all the shares of a class of the capital 
stock of a foreign affiliate of the taxpayer at the end 
of its taxation year is the aggregate of 


(a) the distributions made during the year by the 
affiliate to holders of shares of that class; and 


(b) the amount that the affiliate might reasonably 
-be expected to distribute to holders of shares of 
that class immediately after the end of the year if 
at that time it had distributed to its shareholders 
an amount equal to the aggregate of 


(i) the amount, if any, by which the net sur- 
plus of the affiliate in respect of the taxpayer 
at the end of the year, computed as though any 
adjustments resulting from the provisions of 
sections 5902 and 5905 and. subsections 
5907(2.1) and (2.2) and any references thereto 
during the year were ignored, exceeds the net 
surplus of the affiliate in respect of the tax- 
payer at the end of its immediately preceding 
taxation year, and 


(ii) the amount that the affiliate would receive 
if at that time each controlled foreign affiliate 
of the taxpayer in which the affiliate had an 
equity percentage had distributed to its share- 
holders an amount equal to the aggregate of 


(A) the amount that would be determined 
under subparagraph (i) for the controlled 
foreign affiliate if the controlled foreign 
affiliate were the foreign affiliate referred 
to in subparagraph (i), for each of the taxa- 
tion years of the controlled foreign affiliate 
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ending in the taxation year of the affiliate, 
and «| 


-(B) each such amount that the controlled 

foreign affiliate would receive from any 

_ other controlled foreign affiliate of the tax- 

payer in which it had an equity percentage. 

History: Subpara. 5904(2)(b)(i) substituted by P.C. 1978-3599, s. 

1, November 30, 1978, Canada Gazette, Part I], December 13, 
1978, effective for 1978 ef seq. 


(3). For. the purposes of subsection (2),. 


(a) the net surplus of a foreign affiliate of a tax- 
payer. who is an individual, in respect of that indi- 
vidual, shall be computed as if that individual 
were a. corporation resident in Canada; | 


(b) in computing the net surplus of a particular 
foreign affiliate of a taxpayer resident in Canada 
in which any other foreign affiliate of the tax- 
payer has an equity percentage, no amount shall 
be included in respect of any distribution that 
would be received by the particular affiliate from 
such other affiliate; ' 


(c) if any controlled foreign affiliate of a taxpayer 
resident in Canada has issued shares of more than 
one class of its capital stock, the amount that 
would be distributed to. the holders of shares of 
any class is such portion of the amount deter- 
mined under subparagraph (2)(b)(ii) as, in the cir- 
cumstances, it might reasonably be expected to 
distribute to the holders of those shares; and 


(d) in determining the distribution entitlement 


(i) of a class.of shares of the capital stock of a 
foreign affiliate that is entitled to cumulative 
dividends, the.amount of any distribution re- 
ferred to in paragraph (2)(a) shall be deemed 
not to. include any. distribution in respect of 
such class that is, or would, if it were made, 
be referable to profits of a preceding taxation 
year, and 

(ii) of any other class of shares of the capital 
stock of the affiliate, the net surplus of the af- 
filiate at the end of the year referred to in sub- 
paragraph (2)(b)(i) shall be deemed not to 
have been reduced by any distribution de- 
scribed in subparagraph (i) with respect to a 
class of shares that is entitled to cumulative 
dividends to the extent that the distribution 
was referable to profits of a preceding taxa- 
tion year. 


5905. Special rules — (1) Where at any time, 
other than in the course of a transaction to. which 
subsection (2) or (5) applies, a corporation resident 
in Canada or a foreign affiliate of such a corporation 
acquires in any manner whatever shares of the capi- 
tal stock of another corporation that was a foreign 
affiliate of the corporation immediately before that 
time (in this subsection referred to as the “acquired 
affiliate”) and as a result thereof the surplus entitle- 
ment percentage of the corporation in respect of the 
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acquired affiliate increases, for the purposes of this 
Part, the exempt surplus or exempt deficit, the taxa- 
ble surplus or taxable deficit and the underlying for- 
eign tax, in respect of the corporation, of the ac- 
quired affiliate and of each other foreign affiliate of 
the corporation in which the acquired affiliate has an 
equity percentage (in this subsection referred to as 
the “other affiliate’), other than an acquired affiliate 
or other affiliate in respect of which subsection (8) 
applies, shall at that time be reduced to the propor- 
tion of the amount thereof otherwise determined that 


(a) the surplus entitlement percentage immedi- 
ately before that time of the corporation in re- 
spect of the acquired affiliate or the other affili- 
ate, as the case may be, determined on the 
assumption that the taxation year of the acquired 
affiliate or the other affiliate, as the case may be, 
that otherwise would have included that time had 
ended immediately before that time, 
is of . 
(b) the surplus entitlement percentage immedi- 
ately after that time of the corporation in respect 
of the acquired affiliate or the other affiliate, as 
the case may be, determined on the assumption 
that the taxation year of the acquired affiliate or 
the other affiliate, as the case may be, that other- 
wise would have included that time had ended 
immediately after that time, 
and, for the purposes of the definitions “exempt defi- 
cit”, “exempt surplus”, “taxable deficit’, “taxable 
surplus” and “underlying foreign tax” in subsection 
5907(1), those reduced amounts are referred to as the 
opening exempt deficit, opening exempt surplus, 
opening taxable deficit, opening taxable surplus and 
opening underlying foreign tax, as the case may be, 
of each of those affiliates in respect of the 
corporation. j 
History: The closing words of subsec. 5905(1) amended by P.C. 
1997-1670, subsec. 7(1), November 20, 1997, Canada Gazette, Part 


II, December 10, 1997, applicable to taxation years of a foreign af- 
filiate of a taxpayer that begin after 1994, except that 


(a) the amendment applies to taxation years of a foreign affiliate 
of a taxpayer that end after 1994 where there has been a change 
in the taxation year of the foreign affiliate. in 1994 and after 
February 22, 1994, unless 


(i) the foreign affiliate had requested that change in the tax- 


ation year in writing before February 22, 1994 from the in- | 


come taxation authority of the country in which it was resi- 
dent and subject to income taxation, or 

(ii) the first taxation year of the foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the 
time when that taxation year would have begun if there had 
not been that change in the taxation year of the foreign 
affiliate. 


For earlier history, see at end of s. 5905. 


(2) Where at any time a foreign affiliate of a corpo- 
ration resident in Canada redeems, acquires or 
cancels in any manner whatever (otherwise than by 
way of a winding-up) any of the shares of any class 
of its capital stock (other than shares redeemed or 
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cancelled that the affiliate had previously purchased 
or acquired and that were held by it until that time 
and in respect of which an adjustment has previously 
been made under this subsection or subsection (1) as 
it read prior to. November 13, 1981), the following 
rules apply: 


(a) where, by virtue of an election made by the 
corporation under subsection 93(1) of the Act, a 
dividend is deemed to have been received on one 
or more of the shares of the foreign affiliate that 
were disposed of by the corporation or another 
foreign affiliate of the corporation (in this para- 
graph referred to as the “‘transferor”’) by virtue of 

~ the redemption, acquisition or cancellation of 
such share or shares by the foreign affiliate, for 
the purposes of the adjustment required by para- 


graph (b), | 


(i) immediately before that time there is in- 
cluded under subparagraph (v) of the descrip- 
tion of B in the definition “exempt surplus” in 
subsection 5907(1) in computing the affili- 
ate’s exempt surplus or exempt deficit, as the 
case may be, in respect of the corporation an 
amount equal to the product obtained when 
the specified adjustment factor in respect. of 
the disposition is multiplied by the total of all 
amounts each of which is the portion of any 
such dividend that is prescribed by paragraph 
5900(1)(a) to have been paid out of the ex- 
empt surplus of the affiliate, 


(ii) immediately before that time there is in- 
cluded under subparagraph (v) of the descrip- 
tion of B in the definition “taxable surplus” in 
subsection 5907(1) in computing the affili- 
ate’s taxable surplus or taxable deficit, as the 
case may be, in respect of the corporation an 
amount equal to the product obtained when 
the specified adjustment factor in respect of 
the disposition is multiplied by the total of all 
amounts each of which is the portion of any 
such dividend that is prescribed by paragraph 
5900(1)(b) to have been paid out of the taxa- 
ble surplus of the affiliate, and 


(iil) immediately. before that time there shall 
be deducted from the amount, if any, other- 
wise determined to be the underlying. foreign 
tax of the affiliate in respect of the corporation 
an amount equal to the product obtained when 
the specified adjustment factor in respect of 
the disposition is multiplied by the aggregate 
of all amounts each of which is the amount 
prescribed by paragraph 5900(1)(d) to be the 
foreign tax applicable to such portion of any 
such dividend as is prescribed by paragraph 
5900(1)(b) to have been paid out of the taxa- 
ble surplus of the affiliate, 


and, for the purposes of subparagraphs (1) to (iii), 
the specified adjustment factor in respect of the 
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disposition is the amount equal to the quotient 
obtained when, 


(iv) where the transferor is the corporation, 
100 per cent, and 


(v) where the transferor is another foreign af- 
filiate of the corporation, the surplus entitle- 


come taxation authority of the country in which it was resi- 
dent and subject to income taxation, or 

(ii) the first taxation year of the foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the 
time when that taxation year would have begun if there had 
not been that change in the taxation year of the foreign 
affiliate. 


ment percentage of the corporation in respect | For earlier history, see at end of s. 5905. 


of the transferor immediately before the 
disposition, 


(3) Where at any time a foreign affiliate of a corpo- 
ration resident in Canada has been formed as a result 


is divided by of a foreign merger (within the meaning assigned by 


(vi) the surplus entitlernent percentagé of the | SUbsection 87(8.1) of the Act) of two or more corpo- 
corporation in respect of the foreign affiliate | Talons (each of which in this subsection and subsec- 


immediately before the disposition; tion (4) is referred to as a “predecessor corpora- 


(b) the exempt surplus or exempt deficit, the tax- 
able surplus or taxable deficit and the underlying 
foreign tax, in respect of the corporation, of the 
affiliate and of each other foreign affiliate of the 
corporation in which the affiliate has an equity 
percentage (in this subsection referred to as the 
“other affiliate”) shall at that time be adjusted to. 
the proportion of the amount thereof otherwise 
determined that 


(i) the surplus entitlement percentage immedi- 
ately before that time of the corporation in re- 
spect of the affiliate or the other affiliate, as 

_ the case may be, determined on the assump- 
tion that the taxation year of the affiliate or 

_ the other affiliate, as the case may be, that 
otherwise would have included that time had 
ended immediately before that time, 

is of 

(ii) the surplus entitlement percentage imme- 
diately after that time of the corporation in re- 
spect of the affiliate or the other affiliate, as 
the case may be, determined on the assump- 
tion that the taxation year of the affiliate or 
the other affiliate, as the case may be, that 
otherwise would have included that time had 
ended immediately after that time; and 


(c) for the purposes of the definitions “exempt 
deficit”, “exempt surplus”, “taxable deficit’, 
“taxable surplus” and “underlying foreign tax” in 
subsection 5907(1), the amounts determined 
under paragraph (b) are referred to as the opening 
exempt deficit, opening exempt surplus, opening 
taxable deficit, opening taxable surplus and open- 
ing underlying foreign tax, as the case may be, of 
the affiliate and each other affiliate in respect of 
the corporation resident ‘in Canada. 

History: Subparas. 5905(2)(a)(i), (ii) and para. (2)(c) amended by 

P.C. 1997-1670, subsecs. 7(2), (3), November 20, 1997, Canada 


Gazette, Part II, December 10, 1997, applicable to taxation years of 
a foreign affiliate of a taxpayer that begin after 1994, except that 


(a) the amendments apply to taxation years of a foreign affiliate 
of a taxpayer that end after 1994 where there has been a change 
in the taxation year of the foreign affiliate in 1994 and after 
February 22, 1994, unless 
(i) the foreign affiliate had requested that change in the tax- 
ation year in writing before February 22, 1994 from the in- 
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tion’), for the purposes of this Part, the following 
rules apply: | 


(a) in respect of the foreign affiliate, 


_ (1) its opening exempt surplus in respect of the 
corporation shall.be the amount, if any, by 
which the aggregate of all amounts each of 
which is the exempt surplus of a predecessor 
corporation that was a foreign affiliate of the 
corporation immediately before the merger 
exceeds the aggregate of all amounts each of 
which is the exempt deficit of a predecessor 
corporation that was a foreign affiliate of the 
corporation immediately before the merger, 


(ii) its opening exempt deficit in respect of the 
corporation shall be the amount, if any, by 
which the aggregate of all amounts each of 
which is the exempt deficit of a predecessor 
corporation that was a foreign affiliate of the 
corporation immediately before the merger 
exceeds the aggregate of all amounts each of 
which is the exempt surplus of a predecessor 
corporation that was a foreign affiliate of the 
corporation immediately before the merger, 


(iii) its opening taxable surplus in respect of 
the corporation shall be the amount, if any, by 
which the aggregate of all amounts each of 
which is the taxable surplus of a predecessor 
corporation that was a foreign affiliate of the 
corporation immediately before the merger 
exceeds the aggregate of all amounts each of 
which is the taxable deficit of a predecessor 
corporation that was a foreign affiliate of the 
corporation immediately before the merger, 


(iv) its opening taxable deficit in respect of 
the corporation shall be the amount, if any, by 
which the aggregate of all amounts each of 
which is the taxable deficit of a predecessor 
corporation that was a foreign affiliate of the 
corporation immediately before the merger 
exceeds the aggregate of all amounts each of 
which is the taxable surplus of a predecessor 
corporation that was a foreign affiliate of the 
corporation immediately before the merger, 
and 

(v) its opening underlying foreign tax in re- 
spect of the corporation shall be the aggregate 
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of all amounts each of which is the underlying | shall be deemed to be the proportion of the amount 
foreign tax of a predecessor corporation that | thereof otherwise determined that 


was a foreign affiliate of the corporation im- 
mediately before the merger; and 


(b) in respect of any other foreign. affiliate of the 
corporation, other than a predecessor corporation, 
in which a predecessor corporation had an, equity ; 
percentage immediately before the merger, the 

exempt surplus or exempt deficit, the taxable sur- 

plus or taxable deficit and the underlying foreign 
tax of the other affiliate in respect of the corpora- 
tion shall at that time be adjusted to the propor- 
tion of the amount thereof otherwise determined 
that . , 


(i) the surplus entitlement percentage immedi- 
ately before that time of the corporation in re- 
spect of the other affiliate, determined on the 
assumption that the taxation year of the other 
affiliate that otherwise would have included 
that time had ended picataagpanege! agp ate that 


(a) the surplus entitlement percentage of the cor- 
poration resident in Canada: immediately before 
the merger in respect of the predecessor corpora- 


tion, determined on the assumption that the taxa- 
tion year of the predecessor corporation that oth- 


erwise would have included the time of the 
merger had ended immediately before that time, 


is of 
_(b) the percentage that would be the surplus enti- 
. tlement percentage of the corporation resident in 


Canada immediately after the merger in respect 
of the foreign affiliate of the corporation formed 
as a result of the merger if the net surplus of such 
foreign affiliate were the aggregate of all 


amounts, each of which is the net surplus of a 


predecessor corporation immediately ° before the 
merger. 


time, ; (5) Where at any time 


is of 

(ii) the surplus entitlement percentage. imme- 
diately after that time of the corporation in re- 
spect of the other affiliate, determined on the 
assumption that the taxation year of the other 
affiliate that otherwise would have included 
that, time had ended immediately after that 
time, 


and, for the purposes of the clefinits0risit ‘exempt 
deficit”, “exempt surplus”, “taxable: deficit”, 
“taxable surplus” and “underlying foreign tax” in 
subsection 5907(1), the adjusted amounts are re- 
ferred to as the opening exempt deficit, opening 
exempt surplus, opening taxable deficit; opening 
taxable surplus and opening underlying: foreign 
tax, as the case may be, of the other affiliate in 
respect of the corporation resident in Canada. 
History: The closing words of para. 5905(3)(b) amended by P.C. 
1997-1670; subsees. 7(2),. (3), November 20, 1997, Canada Gazette, 
Part II,, December 10, 1997, esclonie to taxation years of a foreign 
affiliate of a taxpayer that begin after 1994, except that 
(a) the amendments apply to taxation years of a foreign affiliate 
of a taxpayer that end after 1994 where there has been a change 


in the taxafion year of the foreign affiliate in 1998 and after 
February 22, 1994, unless 


(i) the foreign affiliate had requested that change 1 in the tax- 
ation year in writing before February 22,1994 from the in- 


(a) there is a disposition by a corporation resident 
in Canada (in this subsection referred to as the 
‘predecessor corporation’) of any of the shares 
owned by it of the capital stock of a particular 
foreign affiliate of it'to.a taxable Canadian corpo- 
ration with which the: predecessor corporation 
was not dealing at arm’s length (in this subsec- 
tion teferred to as the “acquiring corporation”), 


(b) there is an amalgamation, to which section 87 
of the Act applies, of two or more corporations 
(each of which in this subsection is referred to as 
a ‘predecessor corporation’) .to form a new cor- 
poration (in this subsection referred to as. the “ac- 
quiring corporation”) as.a result of which shares 
of the capital stock of a particular foreign affiliate 
of a predecessor corporation become the property 
of the acquiring corporation, or 


(c) there is a winding-up, to which subsection 
88(1) of the Act applies, of a corporation (in this 
subsection referred to as the “predecessor corpo- 
ration’) into another corporation (in this subsec- 
tion referred to.as the ‘‘acquiring corporation’’)-as 
a result of which shares of the capital, stock of a 
particular foreign affiliate of the predecessor cor- 
poration become the. property of the apauuaiig 
corporation, 


come taxation authority of the country in which it:was resi- the following rules apply for the purposes of this 
dent and subject to income taxation, or Part in respect of the particular affiliate and each 
(ii) the first taxation year of the foreign affiliate that began other foreign affiliate of the predecessor corporation 
after 1994. began at a time in 1995 that is earlier than the | in which. the particular affiliate has an equity per- 
time when, that taxation, year would have begun if there had centage: 


not been that change in.the taxation year. of the foreign 
affiliate. 


For.earlier history, see at_end of s. 5905. 


(4) For the purposes of paragraph (3)(a), the exempt 
surplus, exempt deficit, taxable surplus, taxable defi- 
cit and underlying foreign tax of each predecessor 
corporation immediately before the foreign merger 
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(d) its opening exempt surplus in respect of the 
acquiring corporation shall be the amount, if any, 
by which the aggregate of its exempt surplus in 
respect of each predecessor corporation and. in, re- 
spect of the acquiring corporation immediately 
before any of the transactions referred to in para- 
graph (a), (b) or (c) exceeds the aggregate of its 


Part, LIX —- Foreign Affiliates 


exempt deficit in respect of each predecessor cor- 
poration and in respect of the acquiring corpora- 
tion immediately before any of the transactions 
referred to in paragraph (a), (b) or (c); 


(e) its opening exempt deficit in respect of the ac- 
quiring corporation shall be the amount, if any, 
by which the aggregate of its exempt deficit in 
respect of each predecessor corporation and in re- 
spect of the acquiring corporation immediately 
before any of the transactions referred to in para- 
graph (a), (b) or (c) exceeds the aggregate of its 
exempt surplus in respect of each’ predecessor 
' corporation and in respect of the acquiring corpo- 
ration immediately before any of the’ transactions 
referred to in paragraph (a), (b) or (c); 


(f) its opening taxable surplus in respect of the 
acquiring corporation shall be the amount, if any, 
by which the aggregate of its taxable surplus in 
respect of each predecessor corporation and in re- 
spect of the ‘acquiring corporation immediately 
before any of the transactions referred to in para- 
graph (a), (b) or (c) exceeds the aggregate of its 
taxable deficit in respect of each predecessor cor- 
‘poration and in respect of the acquiring corpora- 


~ tion immediately before any of the transactions 


referred to in paragraph (a), (b) or (c); 


(g) its opening taxable deficit in respect of the ac- 
quiring corporation shall be the amount, if any, 
by which the aggregate of its taxable deficit in re- 
spect of each predecessor corporation and in re- 
spect of the acquiring corporation immediately 
before any of the transactions referred to in para- 
graph (a), (b) or (c) exceeds the aggregate of its 
taxable surplus’ in respect of each’ predecessor 
corporation and‘in respect of the acquiring corpo- 
‘ration immediately before any of the transactions 
referred to in paragraph (a), (b) or (c); and 

(h) its opening underlying foreign tax in respect 
of the acquiring corporation shall be the aggre- 
gate of its underlying foreign tax in respect of 
each predecessor corporation and in respect of 
the acquiring corporation immediately before any 
of the ‘transactions referred to in paragraph (a), 


(b) or-(c). 
(6) For the purposes of subsection (5), the following 


rules apply: 


' (a) where paragraph (S)(a) is applicable and the 
predecessor corporation is, by virtue of an elec- 
tion made under subsection 93(1) of the Act, 
deemed to have received a dividend on one or 
more of the shares of the particular affiliate dis- 
posed of in the transaction, for the purposes of 
the adjustment required by paragraph (), 


(i) immediately before the time of the transac- 
tion there shall be included under subpara- 
graph (v) of the description of B ‘in the defini- 
tion “exempt surplus” in subsection 5907(1) 
in computing the particular affiliate’s exempt 
surplus or exempt deficit, as the case may be, 
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in respect of the predecessor corporation an 
amount equal to, the. quotient obtained when 


(A) such portion of the dividend as is pre- 
scribed by paragraph 5900(1)(a) to have 
been paid out of the exempt surplus of the 
particular affiliate 
is divided by 
(B) the surplus entitlement percentage of 
the predecessor corporation in respect of 
the particular affiliate immediately before 
the disposition, determined on the assump- 
tion that the shares: disposed of by the 
predecessor corporation were the only 
shares owned by it immediately before the 
time of the transaction, 
(ii) immediately before the time of the trans- 
‘action there shall be included under subpara- 
~ graph (v) of the description of B in the defini- 
tion “taxable surplus” in subsection 5907(1) in 
computing the particular affiliate’s taxable 
surplus or taxable deficit, as the case may be, 
in respect of the predecessor corporation an 
amount equal to the quotient obtained when’ 


__ (A) such portion of the dividend as is pre- 
. scribed by paragraph 5900(1)(b) to have 
been paid out of the taxable surplus of the 
particular affiliate 
is divided by 
~ (B) the surplus entitlement percentage re- 
ferred to in clause (1)(B), and 
(111) immediately before the time of the trans- 
action. there shall be. deducted from the 
amount, if any, otherwise determined to be the 
underlying foreign tax of the particular affili- 
ate in respect of the predecessor corporation 
an amount equal :to aie setae obtained 
when 


(A) the amount prescribed by paragraph 
5900(1)(d) to be the foreign tax applicable 
to such portion of the dividend as is pre- 
scribed by. paragraph 5900(1)(b) to. have 
been paid out of the taxable surplus of the 
_ particular affiliate 
is divided by : ) 
(B) the surplus entitlement percentage re- 
ferred to in clause (i)(B); and 
(b) the exempt surplus, exempt deficit, taxable 
surplus, taxable deficit and underlying foreign tax 
of an affiliate in respect of a predecessor corpora- 
tion (within the meaning assigned by subsection 
(5)) and the acquiring corporation (within the 
meaning assigned by subsection (5)) shall be 
deemed, to be the proportion of the amount 


thereof otherwise determined that 


(i) the surplus. entitlement percentage immedi- 
ately before the time of the latest of the trans- 
actions referred to in paragraph (5)(a), (b) or 
(c). of. the predecessor corporation or the .ac- 


iy? 
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quiring corporation, as the case may be, in re- 
spect of the affiliate, determined on the as- 
sumption 


(A) that the taxation year of the affiliate 
that otherwise would have included that 
time had ended immediately before that 
time, and 


(B) where the transaction is one referred to 
in paragraph (5)(a), that the shares referred 
to therein were the only shares owned by 
the predecessor corporation immediately 
before that time, 
is of 
(ii) the surplus entitlement percentage imme- 
diately after the time of the latest of the trans- 
actions referred to in paragraph (5)(a), (b) or 
(c) of the acquiring corporation in respect of 
the affiliate, determined on the assumption 
that the taxation year of the affiliate that oth- 
erwise would have included that time had en- 
ded immediately after that time. 
History: The opening words of subparas. 5905(6)(a)(i), (ii) 
amended by P.C. 1997-1670, subsecs. 7(5S), (6), November 20, 
1997, Canada Gazette, Part Il, December 10, 1997, applicable to 
taxation years of a foreign affiliate of a taxpayer that begin after 
1994, except that 
(a) the subparas. as amended apply to taxation years of a for- 
eign affiliate of a taxpayer that end after 1994 where: there has 


been a change in the taxation year of the foreign affiliate in 
1994 and after February 22, 1994, unless 


(i) the foreign affiliate had requested that change in the tax- 
ation year in writing before February 22, 1994 from the in- 


come taxation authority of the country in which it was resi- 
dent and subject to income taxation, or 


(ii) the first taxation year of the foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the 
time when that taxation year would have begun if there had 
not been that change in the taxation year of. the foreign 
affiliate. 


For earlier history, see at end of s. 5905. 


(7) Where at any time there has been a dissolution of 
a foreign affiliate (in this subsection referred to as 
the “dissolved affiliate”) of a corporation resident in 
Canada and paragraph 95(2)(e.1) of the Act is appli- 
cable in respect of the dissolution, each other foreign 
affiliate of the corporation that had a direct equity 
percentage in the dissolved affiliate immediately 
before that time shall, for the purposes of computing 
its exempt surplus or exempt deficit, taxable surplus 
or taxable deficit and underlying foreign tax in re- 
spect of the corporation, be deemed to have received 
dividends immediately before that time the aggregate 
of which is equal to the amount it might reasonably 
have expected to receive if the dissolved affiliate 
had, immediately before that time, paid dividends 
the aggregate of which on all shares of its capital 
stock was equal to the amount of its net surplus in 
respect of the corporation immediately before that 
time, determined on the assumption that the taxation 
year of the dissolved affiliate that otherwise would 
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have included that time had ended immediately 
before that time. 


(8) Where at any time a dividend is, by virtue of an 
election made by a corporation under subsection 


 93(1) of the Act, deemed to have been received on 


one or more shares of a class of the capital stock of a 
particular foreign affiliate of the corporation dis- 
posed of to the corporation or another foreign affili- 
ate of the corporation, the following rules apply: 


(a) for the purposes of the adjustment required by 

paragraph (b), 
(i) immediately before that time there shall be 
included under subparagraph (v) of the 
description of B in the definition “exempt sur- 
plus” in subsection 5907(1 in computing the 
particular affiliate’s exempt surplus or exempt 
deficit, as the case may be, in respect of the 
corporation an amount equal to the. product 
obtained when the specified adjustment factor 
in respect of the disposition is multiplied by 
the total of all amounts each of which. is the 
portion of any such dividend that is prescribed 
by paragraph 5900(1)(a) to have been paid out 
of the exempt. SHEplas of the. particular 
affiliate, 


(ii) immediately before that tume there shall be 
included. under subparagraph (v) of the 
description of B in the definition “taxable sur- 
plus” in subsection 5907(1) in computing the 
particular affiliate’s taxable surplus or taxable 
deficit, as the case may be, in respect of the 
corporation an amount equal to the product 
obtained when the specified adjustment factor 
in respect of the disposition is multiplied. by 
the total of all amounts each of which is the 
portion of any such dividend that is prescribed 
by paragraph 5900(1)(b) to have been paid out 
of the taxable surplus of the particular affili- 
ate, and 


(11) ignnesiaicin before that time there shall 
be deducted from the amount, if any, other- 
wise determined to be the underlying foreign 
tax of the particular affiliate in respect of the 
corporation an amount equal to the product 
obtained when the specified adjustment factor 
in respect of the disposition is multiplied by 
the aggregate of all amounts each of which is 
the. amount. prescribed by ..paragraph 
5900(1)(d) to be the foreign tax applicable to 
such portion of any such dividend as-is. pre- 
scribed by paragraph 5900(1)(b) to have been 
paid out of the taxable surplus of the particu- 
lar affiliate, 


and, for the purposes of Spas an 9 (i) to (411), 
the specified adjustment factor in respect of the 
disposition is the amount. equal to the quotient 
obtained when 


(iv) where the person disposing of the shares 
is the corporation, 100 per cent, and 


2272 


Part LIX — Foreign Affiliates 


(v) where the person disposing of the shares is 
another foreign affiliate of the corporation, the 
surplus entitlement percentage of the corpora- 
tion in respect of that affiliate zene tater 
before the disposition, 


is divided by 


(vi) the surplus entitlement percentage of the 
corporation in respect of the particular foreign 
affiliate immediately before that disposition; 


(b) the exempt surplus or exempt deficit, the tax- 
able surplus or taxable deficit and the underlying 
foreign tax in respect of the corporation of the 
particular affiliate and of each other foreign affil- 
iate of the corporation in which the particular af- 

- filiate has an equity. percentage (in this subsection 

referred to.as the “other affiliate”) shall at that 
time be adjusted to the proportion of the amount 
thereof otherwise determined that 


(i) the surplus entitlement percentage immedi- 
ately before that time of the corporation in re- 

~ spect of the particular affiliate or the other af- 
filiate, as the case may be, determined on the 
assumption that the taxation year of the partic- 
ular affiliate or the other affiliate, as the case 
may be, that otherwise would have: included 
that time had ended immediately before that 
time, 

is of 

(ii) the surplus entitlement percentage imme- 
diately after that time of the corporation in re- 
spect of the particular affiliate or the other af- 
filiate, as the case may be, determined on the 
assumption that the taxation year of the partic- 
ular affiliate or the other affiliate, as the case 
may be, that otherwise would have included 
that time had ended immediately after that 
time; and. 


(c) for the purposes of the definitions “exempt 
deficit”, “exempt surplus”, “taxable deficit”, 
“taxable surplus” and “underlying foreign tax” in 
subsection 5907(1), the amounts determined 
under paragraph (b) are referred to as the opening 
exempt deficit, opening exempt surplus, opening 
taxable deficit, opening taxable surplus and open- 
ing underlying foreign tax, as the case may be, of 
the particular affiliaté and each other affiliate in 
respect of the corporation resident in Canada. 


History: Subparas. 5905(8)(a)(i), (ii) and para. (8)(c), amended by 
P.C. 1997-1670, subsecs. 7(7), (8), November 20, 1997, Canada 
Gazette, Part Il, December 10, 1997, applicable to taxation years of 
a foreign affiliate of a taxpayer that begin after 1994, except that 


(a) the subparas. and para. as amended apply to taxation years 
of a foreign affiliate of a taxpayer that end after 1994 where 
there has been a change in the taxation year of the foreign affili- 
ate in 1994 and after February 22, 1994, unless 


(i) the foreign affiliate had requested that change in the tax- 
ation year in writing before February 22, 1994 from the in- 
come taxation authority of the country in which it was resi- 
dent and subject to income taxation, or 
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(ii) the first taxation year of the foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the 
time when that taxation year would have begun if there had 
not been that change in the taxation year of the foreign 
affiliate. 


For earlier history, see at end of s. 5905. 


(9) Where at any time a foreign affiliate of a corpo- 
ration resident in Canada (in this subsection referred 
to as the “issuing affiliate”) issues shares of a class 
of its capital stock to a person other than the corpora- 
tion or another foreign affiliate of the corporation 
and as a result thereof the surplus entitlement per- 
centage of the corporation in respect of the issuing 
affiliate decreases, for the purposes of this Part, the 
exempt surplus or exempt deficit, the taxable surplus 
or taxable deficit and the underlying foreign tax, in 
respect of the corporation, of the issuing affiliate and 
of each other foreign affiliate of the corporation in 
which the issuing affiliate has an equity percentage 
(in this subsection referred to as the “other affiliate’) 
shall at that time be increased to the proportion of 
the amount thereof otherwise determined that 


(a) the surplus entitlement percentage immedi- 
ately before that time of the corporation in re- 
spect of the issuing affiliate or the other affiliate, 
as the case may be, determined on the assumption 
that the taxation year of the issuing affiliate or the 
other affiliate, as the case may be, that otherwise 
would have included that time had ended imme- 
diately before that time, 


is of 


(b) the surplus entitlement percentage immedi- 
ately after that time of the corporation in respect 
of the issuing affiliate or other affiliate, as the 
case may be, determined on the assumption that 
the taxation year of the issuing affiliate or the 
other affiliate, as the case may be, that otherwise 
would have included that time had ended imme- 
diately after that time, 


and, for the purposes of the definitions “exempt defi- 
cit”, “exempt surplus”, “taxable deficit’, “taxable 
surplus” and “underlying foreign tax” in subsection 
5907(1), those increased amounts are referred to as 
the opening exempt deficit, opening exempt surplus, 
opening taxable deficit, opening taxable surplus and 
opening underlying foreign tax, as the case may be, 
of each of those affiliates in respect of the corpora- 
tion resident in Canada. 

History: The closing words of 5905(9) amended by P.C. 1997- 
1670, subsec. 7(9), November 20, 1997, Canada Gazette, Part II, 


December 10, 1997, applicable to taxation years of a foreign affili- 
ate of a taxpayer that begin after 1994, except that 


(a) the portion as amended applies to taxation years of a foreign 
affiliate of a taxpayer that end after 1994 where there has been a 
change in the taxation year of the foreign affiliate in 1994 and 
after February 22, 1994, unless 


(i) the foreign affiliate had requested that change in the tax- 
ation year in writing before February 22, 1994 from the in- 
come taxation authority of the country in which it was resi- 
dent and subject to income taxation, or 
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(ii) the first taxation year of the foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the 
time when that taxation year would have begun if there had 
not been that change in the taxation year of the foreign 
affiliate. 


For earlier history, see at end of s, 5905. 


(10) For the purposes of this section, the surplus en- 
titlement at any time of a share owned by a corpora- 
tion resident in Canada of the capital stock of a for- 
eign affiliate of the corporation in respect of a 
particular foreign affiliate of the corporation. 1s. the 
portion of 

(a) the amount that would have been received on 


the share if the foreign affiliate had at that time 
paid dividends the aggregate of which on all 


shares of its capital stock was equal to the — 


amount that would be its net surplus in respect of 
the corporation at that time assuming that 


(i) each other foreign affiliate of the corpora- 
tion in which the foreign affiliate had an eq- 
uity percentage had immediately before that 
time paid a dividend equal to its net surplus in 
respect of the corporation immediately before 
the dividend was paid, and 


(ii) any dividend referred to in subparagraph 
(i) that would be received by another foreign 
affiliate was received by. such other foreign 
affiliate immediately before any such divi- 
dend that it would have paid, 


that may reasonably be considered to relate to 


(b) the amount that would be the net surplus of 
the particular affiliate in respect of the corpora- 
tion at that time assuming that. 


(i) each other foreign affiliate of the corpora- 
tion in which the particular affiliate had an eq- 
uity percentage had immediately before that 
time paid a dividend equal to its net surplus in 
respect of the corporation immediately before 
the dividend was paid, and 


(ii) any dividend referred to in subparagraph 
(i) that would be received by another foreign 
affiliate was received by such other foreign 
affiliate immediately before any such divi- 
dend that it would have paid. 


(11) For the purposes of subsection (10), 


(a) in determining the net surplus of, or the 
amount of a dividend received by, a particular 
foreign affiliate of a taxpayer resident in Canada 
in which any other foreign affiliate of the tax- 
payer has an equity percentage, no amount shall 
be included in respect of any distribution that 
would be received by the particular affiliate from 
such other affiliate; and 


(b) if any foreign affiliate of a corporation resi- 
dent in Canada has issued shares of more than 
one class of its capital stock, the amount that 
would be paid as.a dividend on the shares of any 
class is such portion of its net surplus as, in the 
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circumstances, it might reasonably be expected to 
have paid on all the shares of that class. 


(12) Notwithstanding any other provision of this 
Part, for the purposes of determining under subsec- 
tion (10) the net surplus of a foreign affiliate of a 
corporation resident in Canada in respect of the cor- 
poration at any time in a taxation year of the affiliate 
that would otherwise have included that time (in this 
subsection referred to as the “normal year’), the ex- 
empt earnings or loss and the taxable earnings or 
loss required to be included in computing the net 
surplus in respect of any taxation year of the affiliate 
that is assumed for the purposes of a provision of 
this section to have ended at that time shall be 
deemed to be that proportion of such amounts deter- 
mined for the normal year that the number of days in 
the taxation year assumed to have ended at that time 
is of the number of days in the normal year. — 


(13) For the purposes of the definition “surplus enti- 
tlement percentage” in subsection 95(1) of the Act 
and. of this Part, the surplus entitlement percentage at 
any time of a corporation resident in Canada in re- 
spect of a particular foreign affiliate of the corpora- 
tion 1s, 
(a) where the particular affiliate and each corpo- 
ration that is relevant to the determination of the 
corporation’s equity percentage in the particular 
affiliate have only one class of issued shares at 
that time, the percentage that is the corporation’s 
equity percentage in the particular affiliate at that 
time, and 


(b) in any other case, the proportion of 100 that 


(i) the aggregate of all amounts, each of which 
is the surplus entitlement at that time of a 
share owned by the corporation of the capital 
stock of a foreign affiliate of the corporation 
in respect of the particular foreign affiliate of 
the corporation 


is of 
(ii) the amount determined under paragraph 
(10)(b) to be the net surplus of the particular 


affiliate in respect of the corporation at that 
time, 


except that where the amount determined under 
subparagraph (ii) is nil, the percentage deter- 
mined under this paragraph shall be the corpora- 
tion’s equity percentage in the particular affiliate 
at that time, 


and, for the purposes of this subsection, “equity per- 
centage” has the meaning that would be assigned by 
subsection 95(4) of the Act if the reference in para- 
graph (b) of the definition “equity percentage” in 
that subsection to any corporation” were read as a 
reference to “any corporation other than a corpora- 
tion resident in Canada’. 


History: The opening and closing words of 5905(13) amended by 
P.C. 1997-1670, subsecs. 7(10), (11), November 20, 1997, Canada 
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Gazette, Part Il, December 10, 1997, applicable to taxation years of 

a foreign affiliate of a taxpayer that begin after 1994, except that 
(a) the portions as amended apply to taxation years of a foreign 
affiliate of a taxpayer that end after 1994 where there has been a 
change in the taxation year of the foreign affiliate in 1994 and 
after February 22, 1994, unless 


(i) the foreign affiliate had requested that change in the tax- 
ation year in writing before February 22, 1994 from the in- 
come taxation authority of the country in, which it was resi- 
dent and subject to income taxation, or 
(ii) the first taxation year of the foreign affiliate that began 
vafter 1994 began at a time in 1995 that is earlier than the 
time when that taxation. year would have begun if there had 
-not:been that change in the taxation year of the foreign 
affiliate. : 
History [S. 5905]: S..5905 substituted by P.C. 1985-467, February 
14,1985, s. 3, Canada Gazette, Part II, March 6, 1985 as corrected 
by Canada Gazette, Part II, June 26, 1985, applicable as to subsec. 
5905(1), in respect of acquisitions of shares made after November 
12, 1981; as to subsec. 5905(2), in respect of redemptions, acquisi- 
tions’ or cancellations of shares occurring after November 12, 1981; 
as to subsecs. 5905(3) and (4), in respect of mergers occurring after 
November 12, 1981; as to subsecs. 5905(5) and (6), in respect of 
dispositions of shares made after November 12, 1981 and amalga- 
mations and windings-up occurring after November 12, 1981; as to 
subsec. 5905(7), in respect of dissolutions occurring after Novem- 
ber 12, 1981; as to subsec. 5905(8); in respect of dispositions of 
shares made after November 12, 1981; as to subsec. 5905(9), in re- 
spect of issuances of shares occurring after November 12, 1981; and 
as to subsecs. 5905(10) to (13), for the purposes of computations 
required to be made under any of subsecs. 5905(1) to (9), in respect 
of: transactions occurring after November 12, 1981. 


All that portion of subsec. 5905(1) following para. (d) and all that 
portion of subsec. 5905(2) preceding para. (a) substituted; subsec. 
5905(7.1) added by P.C. 1980-503; s..4, February 8, 1980, Canada 
Gazette, Part II, February 27;.1980, as corrected by Canada Ga- 
zette, Part Il, March, 12, 1980, effective in respect of 1976 et seq. 


5906. Carrying on business in a country — (1) 
For the purposes of this Part, where a foreign affili- 
ate of a corporation resident in Canada carries on an 
active. business, it shall be deemed to carry on that 
business 


(a) in a country other than Canada only to the ex- 
tent that such business is carried on through a 
permanent establishment situated therein; and 


(b) in Canada only. to the extent that its income 
therefrom is subject to tax under Part I of the Act. 


(2) Where the Government of Canada has concluded 
an agreement or convention with the government of 
another country for the avoidance of double taxation 
that has the force of law in Canada and in which the 
expression “permanent establishment” is given a par- 
ticular meaning, for the purposes of subsection (1), 
that expression has that meaning with respect to a 
business carried on in that country and, in any other 
case, has the meaning assigned by subsection 400(2). 


5907. Interpretation — (1) For the purposes of this 
Part, 


“active business” has the meaning assigned by sub- 
section 95(1) of the Act; 
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“controlled foreign affiliate’ has the meaning as- 
signed by subsection 95(1) of the Act; 


“earnings” of a foreign affiliate of a taxpayer resi- 
dent in Canada for a taxation year of the affiliate 
from an active business means 


(a) in the case of an active business carried on by 
it in a country, 


(1) the income or profit from the active busi- 
ness for the year computed in accordance with 
the income tax law of the country in which the 
affiliate is resident, in any case where the af- 
filiate is required by that law to compute that 
income or profit, 


(11) the income or profit from the active busi- 
ness for the year computed in accordance with 
the income tax law of the country in which the 
business is carried on, in any case not de- 
scribed in subparagraph (i) where the affiliate 
is required by that law to compute that income 
or profit, and 


(iii) in any other case, the amount that would 
be the income from the active business for the 
year under Part I of the Act if the business 
were carried on in Canada, the affiliate were 
resident in Canada and the Act were read 
without reference to subsections 80(3) to (12), 
(15) and (17) and 80.01(5) to (11) and sec- 
tions 80.02 to 80.04, 


adjusted in each case in accordance with subsec- 
tions (2), (2.1), (2.2) and (2:9) and, for the pur- 

poses of this Part, to the extent that the earnings 
of an affiliate from an active business carried on 
by it cannot be attributed to a permanent estab- 
lishment in any particular country, they shall be 
attributed to the permanent establishment in the 
country in which the affiliate is resident and, if 
the affiliate is resident in more than one country, 
to the permanent establishment in the country 
that may reasonably be regarded as the affiliate’s 
principal place of residence, and 


(b) in any other case, the total of the amounts by 
which the income for the year from an active bus- 
iness of an affiliate is increased because of para- 
graph 95(2)(a) of the Act; 


“exempt deficit” of a foreign affiliate of a corpora- 
tion in respect of the corporation at any time means 
the amount, if any, by which 


(a) the total of all amounts each of which is an 
amount determined at that time under any of sub- 
paragraphs (i) to (vi) of the description of B in 
the definition “exempt surplus” in this subsection 


exceeds 


(b) the total of all amounts each of which is an 
amount determined at that time under any of sub- 
paragraphs (i) to (vii) of the description of A in 
that definition; 
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“exempt earnings” of a particular foreign affiliate 
of a particular corporation for a taxation year of the 
particular affiliate is the total of all amounts each of 
which is 


(a) the amount by which the capital gains of the 
particular affiliate for the year exceed the total of 


(i) the amount of the taxable capital gains for 
the year referred to in the description of B in 
the definition “foreign accrual property in- 
come” in subsection 95(1) of the Act, 


(ii) the amount of the taxable capital gains for 
the year referred to in subparagraphs (c)@) 
and (d)(iii) of the definition © ‘net earnings” in 
this subsection, and 


(iii) the portion of any income or profits tax 


paid: to the government of a country for the | 


year by the particular affiliate that can reason- 
ably be: regarded as tax im respect of the 
amount by which the capital gains of the par- 


ticular affiliate for the year exceed the total of 


the amounts referred to in subparagraphs (i) 
and (ii). 


and for the purpose of this paragraph, where the | 
particular affiliate has disposed of capital prop- | 


erty that was shares of the capital stock of an- 
other foreign affiliate of the particular corpora- 
tion to any corporation that was, immediately 


after the disposition, a foreign affiliate of the par- | 


ticular corporation, the capital gains of the partic- 
ular affiliate for the year shall not include the 
portion of those. gains that is the total of all 
amounts each of which is an. amount equal to the 
excess of the-fair market value at the end of the 
particular affiliate’s 1975. taxation year of-one of 
those shares disposed of over the adjusted. cost 
base of that share, 


(b) where the year is the 1975 or any preceding 
taxation year of the particular affiliate, the total 
of all amounts each of which is the particular af- 
filiate’s net earnings for the year. 


(c) where the year is the 1975 or any preceding 


| 


taxation year of the particular affiliate. the earn- | 


ings as determined in paragraph (b) of the defini- 
tion “earnings” in this subsection. to'!the extent 
that those earnings have not been included be- 
cause of paragraph (b) or deducted in determin- 
ing an amount included in subparagraph (b)(i) of 
the definition “exempt loss” in this subsection, 


(d) where the year is the 1976 or any subsequent 
taxation year of the particular affiliate and the 
particular affiliate is resident in a designated 
treaty country, each amount that is 


(i) the particular affiliate’s net earnings for the 
year from an active business ‘carried ‘on by it 
in Canada or a designated treaty country. or 
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(ii) the earnings of the particular affiliate for 
the year from an active business to the extent 
that they derive from 


(A) amounts by which the income of the 
particular affiliate from an active business 
for the year is increased because of subpar- 
agraph 95(2)(a)(i) of the Act that are de- 
rived by the particular affiliate from activi- 
ties that could reasonably be considered to 
be directly related to business activities 
carried on by a non-resident corporation, 
to which the particular affiliate and the 
particular corporation are related through- 
out the year, in the course of an active bus- 
iness carried on by the non-resident corpo- 
ration the income from'which would, if the 
non-resident corporation were a foreign af- 
filiate of a corporation, be included in 
computing the non-resident. corporation’s 
exempt earnings or exempt loss, 


(B) where the particular corporation is a 
life insurance corporation resident in Can- 
ada throughout the year and the particular 
affiliate is a foreign affiliate in respect of 
which the particular corporation has a 
qualifying interest throughout the year, 
amounts by which the income of the par- 
ticular affiliate from an active business for 
the year is increased because of subpara- 
graph 95(2)(a)(i) of the Act that are de- 
rived by the particular affiliate from activi- 
ties that could reasonably be considered to 
be directly related to business activities 
carried on by the particular corporation in 
the course of an active business Carried on 
by the particular corporation in a country 
other than Canada, the income from which 
would, if the particular corporation were a 
foreign affiliate of another corporation and 
were resident in the country other than 
Canada in which that active business of the 
particular corporation is carried on, be in- 
cluded in computing the particular corpo- 
ration’s exempt earnings or exempt loss, 


(C) amounts by which the income of the 
particular affiliate from an active business 
for the year is increased because of clause 
95(2)(a)(ii)(A) of the Act that are derived 
from amounts paid or payable, directly or 
indirectly, to it or a partnership of which it 
is a member by a non-resident corporation 
to which the particular affiliate and the 
particular corporation are related through- 
out the year, to the extent that, if the non- 
resident corporation were a foreign affili- 
ate of a corporation, the amounts -paid) or 
payable by the non-resident corporation 
would be deductible in the year or a subse- 
quent taxation year in computing its ex- 
empt earnings or exempt loss, 
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(D) where a non-resident corporation to 
which the particular affiliate and the par- 
ticular corporation are related throughout 
the year is a member of a particular part- 
~ nership (other than where the non-resident 
corporation is a specified member of the 
particular partnership at any time in a fis- 
cal period of the particular partnership 
ending in the year), amounts by which the 
income of the particular affiliate from an 
active business for the year is increased 
because of clause 95(2)(a)(ii)(A) of the 
Act that are derived from amounts paid or 
payable, directly or indirectly, to it or an- 
other partnership of which it is a member 
by the particular partnership to the extent 
that, if the particular partnership were a 
foreign affiliate of a corporation and were 
resident in the country in which the non- 
resident corporation is resident and subject 
to income. taxation, the amounts paid or 
payable by the particular partnership 


would be deductible in the year or a subse- | 


quent taxation year in computing its ex- 
empt earnings or exempt loss, 


(E) amounts by which the income of the 
particular affiliate from an active business 
for the year is increased because of clause 
95(2)(a)(i)(B) of the Act that are derived 
from amounts paid or payable, directly or 
indirectly, to it or a partnership of which it 
“1s a member by another foreign affiliate of 
the particular corporation in respect of 
which the particular corporation has a 
_ qualifying interest throughout the year, to 
the extent that the amounts paid or payable 
by the other foreign affiliate are deductible 
in the year or a subsequent taxation year in 
computing its exempt earnings or exempt 
loss, 


(F) where another foreign affiliate of the 
particular corporation in respect of which 
the particular corporation has a qualifying 
interest throughout the year is a member of 
a particular partnership (other than where 
the other foreign affiliate is a specified 
member of the particular partnership at any 
time in a fiscal period of the particular 
partnership ending in the year), amounts 
by which the income of the particular affil- 
iate from an active business for the year is 
increased because of clause 95(2)(a)(ii)(B) 
of the Act that are derived from amounts 
paid or payable, directly or indirectly, to it 
or another partnership of which it is a 
member by the particular partnership, to 
the extent that, if the particular partnership 
were a foreign affiliate of a corporation 
and were resident in the country in which 
the other foreign affiliate is resident and 
subject to income taxation, the amounts 
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paid or payable by the particular partner- 
ship would be deductible in the year or a 
subsequent taxation year in computing its 
exempt earnings or exempt loss, 


(G) where the particular affiliate is a mem- 


ber of a particular partnership (other than 
~ where the particular affiliate is a specified 


member of the particular partnership at any 
time in a fiscal period of the particular 
partnership ending in the year), amounts 
by which the income of the particular affil- 
iate from an active business for the year is 
increased because of clause 95(2)(a)(1i)(C) 
of the Act that are derived from amounts 
paid or payable, directly or indirectly, to it 
or another partnership of which it is a 


_.. member by the particular partnership, to 
__ the extent that, if the particular partnership 


were a foreign affiliate of a corporation 
and were resident in the country in which 
the particular affiliate is resident and sub- 
ject to income taxation, the amounts paid 
or payable by the particular partnership 
would be deductible in the year or a subse- 
quent taxation year in computing its ex- 
empt loss, 


(H) amounts by which the income of the 
particular affiliate from an active business 
for the year is increased because of clause 
95(2)(a)(ii)(D) of the Act that are derived 


“from amounts paid or payable, directly or 


indirectly, to it or a partnership of which it 
is a member by another foreign affiliate (in 
this clause referred to as the “second affili- 
ate”) of the particular corporation to which 
the particular affiliate and the particular 
corporation are related throughout the 
year, to the extent that the amounts paid or 
payable 
(1) are on account of interest on bor- 
~ rowed money used for the purpose of 
earning income from property or inter- 
est on an amount payable for property, 
where 


1. the property is shares of a foreign 
affiliate (in this clause referred to as 
the “third affiliate’) of the particular 
corporation in respect of which the 
particular corporation has a qualify- 
ing interest throughout the year and 
that are excluded property, and 


2. the second affiliate, the third af- 
filiate and each other affiliate rele- 
vant for the purpose of determining 
whether the shares of the third affili- 
ate are excluded property are resi- 
dent and subject to income taxation 
in a designated treaty country, and 


(I) are relevant in computing the liabil- 
ity for income taxes, in the designated 
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treaty country in which the second and 
third affiliates are resident, of the mem- 
bers of a group; of-corporations com- 
posed of the second affiliate and one or 
more other foreign affiliates (the shares 
of which are excluded property) of the 
particular corporation that are resident 
in that country and in respect of which 
the particular corporation has a qualify- 
ing interest throughout the year, 


and, for the purposes of this clause, “ex- 
cluded property” has the meaning assigned 
by subsection 95(1) of the Act, except that 
for that purpose, 


(IIb) the definition “excluded property” 
in subsection 95(1) of the Act shall be 
tead without reference to amounts re- 
ceivable réferred to in paragraph (c) of 
that definition where the interest on the 
amounts is not, or would not if interest 
were payable on the amounts, be de- 
ductible in computing the debtor’s ex- 
empt earnings or exempt loss, and 


(LV)the shares of a foreign. affiliate (in 
this subclause referred to-.as-the “non- 
qualifying affiliate”) that is not resident 
and subject to income taxation in a des- 
ignated treaty country are not consid- 
ered relevant for the purpose of deter- 
mining whether shares of the third 
affiliate are excluded property unless 
the shares of the third affiliate would 


not have been <xcluded property if the | 


shares of all such non-qualifying affili- 
ates were not excluded property, 


(1) where the particular corporation is a life | 


insurance corporation -resident-in Canada 
and the particular affiliate is a foreign af- 
filiate in respect of which the particular 
corporation has. a qualifying interest 
throughout the year, amounts by which the 
income of the pa-ticular affiliate from an 
active business for the year is increased 
because of clause 95(2)(a)(ii)(E) of the Act 
that are derived from amounts paid or pay- 
able, directly or indirectly, to it or a part- 
nership of which it is a member by the par- 
ticular corporation in the course of the 
particular corporation carrying on its life 
insurance business outside Canada, to the 
extent that, if the particular corporation 
were a foreign affiliate of another corpora- 
tion and were resident in the country in 
which the’ particular corporation carried on 
its life insurance business outside Canada, 
the amounts paid or payable by the partic- 
ular corporation would be deductible in the 
year or in a subsequent taxation year in 
computing its exempt earnings or exempt 
loss, 
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(J), amounts by which. the. income of the 
. particular affiliate from an active business 
for the!year:is increased because of subpar- 
agraph 95(2)(a)(iii) of the-Act that are de- 
_. sived from the factoring of trade accounts 
_ receivable acquired by the particular affili- 
ate, or by a partnership of which the partic- 
ular affiliate was: a member, from a non- 
resident corporation to which the particular 
affiliate and the particular corporation are 
- related throughout the year, to the extent 
that the trade accounts receivable arose in 
the course of an active business carried on 
. by the non-resident corporation any in- 
come from. which would be included in the 
exempt earnings of the non-resident corpo- 
ration if it were a cyclen affiliate of a cor- 

» poration, or 


(K) amounts by which the income of the 
particular affiliate from an active business 
for the year is increased because of subpar- 
agraph 95(2)(a)(iv) of the Act that are de- 
rived from loans or lending assets acquired 
by the particular affiliate, or a partnership 
of which the particular affiliate was a 
member from a non-resident corporation to 
which the particular affiliate and the par- 
ticular corporation are related throughout 
thesyear, to the extent that. the loans or 
‘lending assets arose in the course of an ac- 
tive business carried: on by the non-resi- 
dent corporation any income from which 
— would-be included in the-exempt earnings 
of the non-resident corporation if it were a 
foreign affiliate of-a corporation, or 


(e) wheré the year is the 1976 or any subsequent 
taxation year of the particular affiliate, each 
amount that is ‘included in. the particular affili- 

~ate’s exempt earnings for the year because of 
subsection (10), 


minus the portion of any income or profits tax paid 
to the government of a country for the year by the 
particular affiliate that can reasonably be regarded as 
tax in respect of the earnings referred to in paragraph 
(c) or in subparagraph (d) (ai); 


“exempt loss” of a foreign affiliate of a corporation 
for a taxation year of the affiliate is the total of all 
amounts each of whichis . 


(a) the amount by which the: Bet losses of the 
carson for the year exceed the total of 


(i) the amount of the allowable capital losses 

for the year referred to in the description of E 

in the definition “foreign accrual property in- 
~ come” in subsection 95(1) of the Act, 

_. (ii) the amount of the allowable capital losses 
for the year referred.to in subparagraphs (c)(i) 
and (d)(iii)} of the definition ‘net loss” in this 
subsection, and 
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(ili) the portion of any income or profits. tax 
refunded by the government of a country for 
the year to the affiliate that can reasonably be 
regarded as tax refunded in respect of the 


any of those subsections or that. paragraph was 
applicable in respect of the subject affiliate 


and ending with the particular time, where 


amount by which the capital losses of the af- | 4 18 the total of all amounts, in respect of the pe- 


filiate for the year exceed the total of the 
amounts referred to in subparagraphs (i) and 
(ii), 
(b) where the year is the 1975 or any preceding 
taxation year of the affiliate, the total of all 
amounts each of which is . 


(i) the affiliate’s net loss for the year from an 
active business carried on by it in a country, 
or - - ' 


(ii) the amount, if any, for the year by which 


(A). the amount determined under the 
description of D in the definition “foreign 
accrual. property income” in subsection 
95(1) of the Act for the year 


exceeds 


(B) the amount determined under the 
description of A in the definition “foreign 
accrual property income” in subsection 
95(1) of the Act for the year, 


(c) where the year is the 1976 or any subsequent 
taxation year of the affiliate and the affiliate is 
resident in a designated treaty country, each 
amount that is the affiliate’s net loss for the year 
from an ‘active business carried on by it in Can- 
ada or in a designated treaty country, or 


_(d) where the year is the 1976 or any subsequent 
taxation year of the affiliate, each amount that 1s 
included in the affiliate’s exempt loss for the year 
because of subsection (10); 


“exempt surplus” of a foreign affiliate (in this defi- 
nition referred to as the “subject affiliate”) of a cor- 
poration in respect of the corporation is, at any par- 
ticular time, the amount determined by the formula 


A-B 


in respect of the period beginning with the time that 
is the latest of 


(a) the first day of the taxation year of the subject 
affiliate in which it last became a foreign affiliate 
of the corporation, 


(b) where the corporation is an acquiring corpora- 
tion referred to in subsection 5905(5) and the 
subject affiliate is a particular affiliate referred to 
in that subsection or another foreign affiliate in 
which such a particular affiliate had an equity 
percentage at the time referred to in that subsec- 
tion, the last time at which that subsection was 
applicable in respect of the affiliate, and 


(c) where the subject affiliate is a foreign affiliate 
referred to in subsection 5905(1), (2), (8) or (9) 
or paragraph 5905(3)(b), the last time at which 
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(i) the opening exempt surplus of the subject 
affiliate as determined under subsection 
5905(1), (2), (3), (5), (8) or (9), at the time 
established in. paragraph (a), (b) or (c), 


(11) the exempt earnings of the subject affiliate 
for any of its taxation years ending in the 
period, 

(iii) the portion; of any dividend received in 
the period and before the particular time by 
the subject affiliate from another foreign affil- 
iate of the corporation (including, for greater 
certainty, any dividend deemed by subsection 
5905(7) to have been received by the subject 
affiliate) that was prescribed by paragraph 
5900(1)(a) to have been paid out of the payer 
affiliate’s exempt ‘surplus in respect of. the 

— corporation, 


(iv) the portion of any income or profits tax 
refunded by or the amount of a tax credit paid 
by the government of a country to the subject 
affiliate that can reasonably be regarded as 
having been refunded or paid in respect of any 
amount referred to in subparagraph (ii) and 
that was not deducted in determining any 
amount referred to in subparagraph (ii1) of the 
description of B, . 


(v) the portion of any taxable dividend re- 
ceived in the period and before the particular 
time by the subject affiliate that would, if the 
dividend were received by the corporation, be 
deductible by it under‘section 112 of the Act, 


(vi) an amount added to the exempt surplus of 
the subject affiliate or deducted from its ex- 
empt deficit in the period and before the par- 
ticular time under any provision of subsection 
(1.1) or (1.2), or 


(vii) an amount added, in the period and 
before the particular time, to the exempt sur- 
plus of the subject affiliate under paragraph 
(7.1)(d), and 


Bis the total of those of the following amounts that 


apply in respect of the period: 

(i) the opening exempt deficit of the subject 
affiliate as determined under subsection 
5905(1), (2), (3), (5), (8) or (9), at the time 
established in paragraph (a), (b) or (c), 

(ii) the exempt loss of the subject affiliate for 
any of its taxation years ending in the period, 
(iii) the portion of any income or profits tax 
paid to the government of a country by the 
subject affiliate. that may reasonably be re- 
garded as having been paid in respect of any 
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amount referred to in subparagraph (iii), (iv) 
or (vi) of the description of A, 


(iv) the portion of any whole dividend paid by 


the subject affiliate in the period and before 
the particular time deemed by paragraph 
5901(1)(a) to have been paid out of the sub- 
ject affiliate’s exempt surplus in respect of the 
corporation, 


(v) each amount that is determined under par- 
agraph  5902(4)(a) — or subparagraph 
5905(2)(a)(i), (6)(a)(i) or (8)(a)G) in the pe- 
riod and before the particular time, or 


(vi) an amount, in the period and before the 
particular time, deducted from the exempt sur- 
plus of the subject affiliate or added to its ex- 
empt deficit under any provision of subsection 
(1.1) or (1.2); . 


“Joss” of a foreign affiliate of a taxpayer resident in 
Canada for a taxation year of the affiliate from an 
active business carried on by it in a country is the 
amount of its loss for the year from that active busi- 
ness carried on in that country computed by applying 
the provisions of paragraph (a) of the definition 
“earnings” in this subsection respecting the computa- 
tion of earnings from that active business carried on 
in that country, with any modifications that the 
cricumstances require; 


“net earnings” of a foreign affiliate of a corporation 
for a taxation year of the affiliate 


(a) from an active business carried on by it in a 
country is the amount of its earnings for the year 
from that active business carried on in that coun- 
try minus the portion of any income or profits tax 
paid to the government of a country for the year 
by the affiliate that can reasonably be regarded as 
tax in respect of those earnings, 


(b) in respect of foreign accrual property income 
is the amount that would be its foreign accrual 
property income for the year, if the formula in the 
definition “foreign accrual property income” in 
subsection 95(1) of the Act were read. without 
reference to the variable F in that formula, minus 
the portion of any income or profits tax paid to 
the government of a country for the year by the 
affiliate that can reasonably be regarded as tax in 
respect of that income, 


(c) from dispositions of property used or held by 
it principally for the purpose of gaining or pro- 
ducing income from an active business carried on 
by it in a country that is not a designated treaty 
country (other than Canada) is the amount, if any, 
by which 


(i) the portion of the affiliate’s taxable capital 
gains for the year from those dispositions that 
can reasonably be considered to have accrued 
after November 12, 1981 
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exceeds 


(ii) the portion of any income or profits tax 
paid to the government of a country for the 
year by the affiliate that can reasonably be re- 
garded as tax in respect of the amount deter- 
mined under subparagraph (i), and 

(d) from dispositions of 


(i) shares of the capital stock of another for- 
eign affiliate of the corporation that were ex- 
cluded property of the affiliate (other tham dis- 
positions to which paragraph 95(2)(c), (d) or 
(e) of the Act was applicable), or 


(ii) partnership interests that were excluded 
property of the affiliate 


is the amount, if any, by which 


(iii) the portion of the affiliate’s taxable capi- 
tal gains for the year from such dispositions 
that can reasonably be considered to have ac- 
crued after its 1975 taxation year 


exceeds 


(iv) the portion of any income or profits tax 
paid to the government of a country for the 
year by the affiliate that can reasonably be re- 
garded as tax in respect of the amount deter- 
mined under subparagraph (111); 


“net loss” of a foreign affiliate of a corporation fora 
taxation year of the affiliate 


(a) from an active business carried on by it in a 
country is the amount of its loss for the year from 
that active business carried on in that country mi- 
nus the portion of any income or profits tax re- 
funded by the government of a country for the 
year to the affiliate that can reasonably be re- 
garded as tax refunded in respect of that loss, 


(b) in respect of foreign accrual property income 
is the amount, if any, by which 
(i) the amount, if any, by which 

(A) the total of the amounts determined 
under the descriptions of D, E and G in the 
definition “foreign accrual property in- 
come” in subsection 95(1) of the Act for 
the year 


exceeds 


(B) the ‘total of the amounts determined 
under the descriptions of A, A.l, A.2, B 

. and. C in -the definition “foreign accrual 
property income”. in subsection 95(1) of 
the Act for the year 


exceeds 


(ii) the portion of any income or profits tax re- 
funded by the government of a country for the 
year to the affiliate that can reasonably be re- 
garded as tax refunded in respect of the 
amount determined under subparagraph (1), 


(c) from dispositions of property used or held by 
it principally for the purpose of gaining or pro- 
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ducing income from an active business carried on 
by it in a country that is not a designated treaty 
country (other than Canada) is the amount, if any, 
by which 
(i) the portion of the affiliate’s allowable capi- 
tal losses for the year from those dispositions 
that can reasonably be considered to have ac- 
crued after November 12, 1981 


exceeds 


(ii) the portion of any income or profits tax re- 
funded by the government of a country for the 
year to the affiliate that can reasonably be re- 
garded as tax refunded in respect of the 
amount determined under subparagraph (i), 
and 


(d) from dispositions of 


(i) shares of the capital stock of another for- 
eign affiliate of the corporation that were ex- 
cluded property of the affiliate (other than dis- 
positions to which paragraph 95(2)(c), (d) or 
(e) of the Act was applicable), or 


(ii) partnership interests that were excluded 
property of the affiliate 


is the amount, if any, by which 


(iii) the portion of the affiliate’s allowable 
capital losses for the year from those disposi- 
tions that can reasonably be considered to 
have accrued after its 1975 taxation year 


exceeds 


(iv) the portion of any income or profits tax 
refunded by the government of a country for 
the year to the affiliate that can reasonably be 
regarded as tax refunded in respect of the 
amount determined under subparagraph (i11); 
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paragraphs (i) to (vi) of the description of B in 
the definition “taxable surplus” in this subsection 


exceeds 


(b) the total of all amounts each of which is an 
amount determined at that time under any of sub- 
paragraphs (i) to (v) of the description of A in 
that definition; 


“taxable earnings” of a foreign affiliate of a corpo- 
ration for a taxation year of the affiliate is 


(a) where the year is the 1975 or any preceding 
taxation year of the affiliate, nil, and 


(b) in any other case, the total of all amounts each 
of which is 


(i) the affiliate’s net earnings for the year from 
an active business carried on by it in a 
country, 


(ii) the affiliate’s net earnings for the year in 
respect of its foreign accrual property income, 


(111) to the extent that they have not been in- 
cluded under subparagraph (i) or deducted in 
determining an amount included under sub- 
paragraph (b)(i) of the definition “taxable 
loss” in this subsection, the earnings for the 
year as determined under paragraph (b) of the 
definition “earnings” in this subsection minus 
the portion of any income or profits tax paid 
to the government of a country for the year by 
the affiliate that can reasonably be regarded as 
tax in respect of those earnings, 


(iv) the affiliate’s net earnings for the year 
from dispositions of property used or held by 
it principally for the purpose of gaining or 
producing income from an active business 
carried on by it in a country that is not a des- 
ignated treaty country (other than Canada), or 


‘net surplus” of a foreign affiliate of a corporation 
resident in Canada in respect of the corporation is, at 
any particular time, 


(v) the affiliate’s net earnings for the year 
from dispositions of shares of the capital stock 


(a) if the affiliate has no exempt deficit and no 
taxable deficit, the amount that is the total of its 
exempt surplus and taxable surplus in respect of 
the corporation, 

(b) if the affiliate has no taxable surplus, the 


amount, if any, by which its exempt surplus ex- 
ceeds its taxable deficit in respect of the corpora- 


of another foreign affiliate of the corporation 
that were excluded property of the affiliate 
(other than dispositions to which paragraph 
95(2)(c), (d) or (e) of the Act was applicable) 
or dispositions of partnership interests that 
were excluded property of the affiliate, 


but does not include any amount included in the 
affiliate’s exempt earnings for the year; 


tion, or 


(c) if the affiliate has no exempt surplus, the 
amount, if any, by which its taxable surplus ex- 
ceeds its exempt deficit in respect of the 
corporation, 


as the case may be, at that time; 


“taxable loss’’ of a foreign affiliate of a corporation 
for a taxation year of the affiliate is 


(a) where the year is the 1975 or any preceding 
taxation year of the affiliate, nil, and 
(b) in any other case, the total of all amounts each 
of which is 
(i) the affiliate’s net loss for the year from an 
active business carried on by it in a country, 


(ii) the affiliate’s net loss for the year in re- 
spect of foreign accrual property income, 


“taxable deficit” of a foreign affiliate of a corpora- 
tion in respect of the corporation at any time is the 
amount, if any, by which 
(a) the total of all amounts each of which is an 
amount determined at that time under any of sub- 
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(iii) the affiliate’s net loss for the. year from 
dispositions of property used or held by it 
principally for the purpose of gaining or pro- 
ducing income from an active business carried 
on by it ina country that is not a designated 
treaty country (other than Canada), or 


(iv) the affiliate’s net loss for the year from 
dispositions of shares of the capital stock of 
another foreign affiliate of the corporation that 
were excluded property of the affiliate (other 
than dispositions to which paragraph 95(2)(c), 
(d) or (e) of the Act was applicable) or dispo- 
sitions of partnership interests that were ex- 
cluded property of the affiliate, 


but does not include any amount included in the af- 
filiate’s exempt loss for the year; 


“taxable surplus” of a foreign affiliate (in this defi- 
nition referred to as the “subject affiliate’) of a cor- 
poration in respect of the corporation is, at any par- 
ticular time, the amount determined by the formula 


A-B 


in respect of the period kama with the time that 
is the latest of 


(a) the first day of the taxation year of the affili- 
ate in which it last became a foreign affiliate of 
the corporation, 
(b) where the corporation is an acquiring corpora- 
tion referred to in subsection 5905(5) and the 
~ subject affiliate is a particular affiliate referred to 
in that subsection or another foreign affiliate in 
which such a particular affiliate had an equity 
percentage at the time referred to in that subsec- 
tion, the last time at which that subsection was 
applicable in respect of the subject affiliate, and 


(c) where the subject affiliate is a foreign affiliate 
referred to in subsection 5905(1), (2), (8) or (9) 
or paragraph 5905(3)(b), the last time at which 
-any of those subsections or that paragraph was 
applicable in respect of the subject affiliate 


and ending with the particular time, where 


A is the total.of all amounts, in FEYDESH of the pe- 
riod, each of which. 1s 


(i) the opening taxable surplus of the subject 
affiliate as determined under subsection 
5905(1), (2), (3), (5), (8). or (9) at the time es- 
tablished in paragraph (a), (b) or (c), 

(ii) the taxable earnings of the subject affiliate 
for any of its taxation years ending in’ the 
period, 

(iii) the portion of any dividend received in 
the period and before the particular time by 
the subject affiliate from another foreign affil- 
iate of the corporation (including, for greater 
certainty, any dividend deemed by subsection 
5905(7) to have been received by the subject 
affiliate) that was prescribed by paragraph 
5900(1)(b) to have been paid out of the payer 
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-affiliate’s taxable: surplus in ceneee of the 
corporation, ) 


(iv) an amount added to the taxable anaes of 
the subject affiliate or deducted from its taxa- 
ble deficit in the period and before the particu- 

lar time under any. provision of subsection 
(1.1) or (1.2), 


(v) an amount added, in the period and before 
the particular time, to the subject: affiliate’s 
taxable surplus under paragraph (7.1)(e), and 


B. is the total of those of the following amounts that 
apply in respect of the period: 
(i) the opening taxable deficit of the’ subject 
affiliate as determined under subsection 
5905(1), (2), (3), (5), (8) or (9), at the time 
established in paragraph (a), (b) or (Cc), 


(ii) the taxable loss of the subject affiliate for 
any of its taxation years ending in the period, 


ii) the portion of any income or profits tax 
paid to the government of a country by the 
subject affiliate that can reasonably be re- 
garded as having been paid in respect of that 
portion of a dividend referred to:in subpara- 
graph (ii) of the description of A, 


(iv) the portion of any whole.dividend paid by 
the subject affiliate in the,period and before 
the particular time deemed by paragraph 
5901(1)(b) to have been paid.out of, the sub- 
ject affiliate’s taxable surplus in respect of the 
corporation, | 


(v) each amount that is determined under par- 
agraph  5902(4)(b) or subparagraph 
5905(2)(a)(ii), (6)(a)(i) or (8)(a)(Gi) in the pe- 
‘riod and before the particular time, or 


(vi) an amount, in the period and before the 
particular time, deducted. from the taxable sur- 
plus of the. subject affiliate or added to its tax-, 
able deficit under any provision of subsection 
Cl lbente (2): 


“underlying foreign tax” of a foreign affiliate (in 
this definition referred to as the “subject affiliate”) of 
a corporation in respect of the corporation is, at any 
particular time, the amount, determined by the 
formula 


A-—B 


in respect of the period beginning with the time that 
is the latest of 


(a) the first 'day of the taxation year of the ebapfect 
affiliate in which it last became a foreign affiliate 
of the corporation, - 


(b) where the corporation is an acquiring corpora- 
tion referred to in subsection 5905(5) and ‘the 
subject affiliate is a particular affiliate referred to 
in that subsection or another foreign affiliate in 
which such a particular affiliate had an equity 
percentage at the time referred to in-that subsec- 
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tion, the last time at which that subsection was 
applicable in respect of the subject affiliate, and 


(c) where the subject affiliate is a foreign affiliate 
referred to in subsection 5905(1), (2), (8) or (9) 
or paragraph 5905(3)(b), the last time at which 
any of those subsections or that paragraph was 
applicable in respect of the subject affiliate 


and ending with the particular time, where 
A is the total of all amounts, in respect of the pe- 


riod, each of which is 


(i) the opening underlying foreign tax of the 
subject affiliate as determined under subsec- 
tion 5905(1), (2), (3), (5), (8) or (9), at the 
time established in paragraph (a), (b) or (c), 


(ii) the portion of any income or profits tax 
paid to the government of a country ‘by the 
subject affiliate that can reasonably be re- 
garded as having been paid in respect of the 
taxable earnings of the affiliate for a taxation 
year ending in. the period, 


(iii) the portion of any income or profits tax 
referred to in subparagraph (iii) of the descrip- 
tion of B in the definition “taxable surplus” in 
this subsection paid by the subject affiliate in 
respect of a dividend received. from any. other 
foreign affiliate of the corporation, 


(iv) each amount that was prescribed by para- 

‘graph 5900(1)(d) to have beer the foreign tax 
applicable to the portion of any dividend re- 
ceived in the period and. before the particular 
time by the subject affiliate from another for- 
eign affiliate of the corporation (including, for 
greater certainty, any dividend deemed by 
subsection 5905(7) to have been received by 
the subject affiliate) that was prescribed by 
paragraph 5900(1)(b) to have been paid out of 
the payer affiliate’s taxable surplus in respect 
of the. corporation, or 


(v) the amount by which the subject affiliate’s 
underlying foreign tax is required to be in- 
creased by any provision of subsection (1.1) 
Diet 21 


B_ is. the total of those of the following amounts that 
apply in respect of the period: 


(i) the portion of any income or profits tax re- 
funded by the government of a country to the 
affiliate that can reasonably be regarded as 
having been refunded in respect of the taxable 
loss of the subject affiliate for a taxation year 
ending in the period, 


(ii) the underlying foreign tax applicable to 
any whole dividend paid by the subject affili- 
ate in the period and before the particular time 
deemed by paragraph 5901(1)(b) to have been 
paid out of the subject affiliate’s taxable sur- 
plus in respect of the corporation before that 
time, 


(i11) each amount that is required by paragraph 
5902(4)(c) or subparagraph 5905(2)(a)(ili), 
(6)(a)(i11) or (8)(a)(iii) to be deducted in the 
period and before the particular time in com- 
puting the subject affiliate’s underlying for- 
eign tax, or . 


(iv) the amount by. which the subject: affili- 
ate’s underlying foreign tax is required to be 
decreased in the period and before the particu- 
lar time by any provision of subsection (1.1) 
OPtLi2)§ 


“underlying foreign tax applicable” in respect of a 
corporation to a whole dividend paid at any time on 
the shares of any class of the capital stock of a for- 
eign affiliate of the corporation by the affiliate is the 
total of ty 


(a) the proportion of the underlying foreign tax of 
the affiliate at that time in respect of the corpora- 
tion that | 
(i) the portion of the whole dividend deemed 
to have been paid out of the affiliate’s taxable 
surplus in respect of the corporation 
is of 
(ii) the affiliate’s taxable surplus at that time 
in respect of the corporation, and 


(b) except with respect to any whole dividend re- 

ferred to in section 5902, in any case where 

throughout the taxation year of the affiliate in 
- which the whole dividend was paid 


(i) there is no more than ‘one class of shares of 
the capital stock of the affiliate issued and 
outstanding, ; 


(ii) the surplus entitlement percentage of the 
corporation in respect of the affiliate is 100 
per cent, or 


(iii) there is not more than one shareholder 
who owns shares of the capital stock of the af- 
filiate, 
any additional amount in respect of the whole 
dividend that the corporation claims in its return 
of income under Part I of the Act in respect of the 
whole dividend, not exceeding the amount that is 
the lesser of 


(iv) the amount by which the portion of the 
whole dividend deemed to have been paid out 
of the affiliate’s taxable surplus in respect of 
the corporation exceeds the amount deter- 
mined under paragraph (a), and 


(v) the amount by which the underlying for- 
eign tax of the affiliate in respect of the corpo- 
ration immediately before the whole dividend 
was paid exceeds the amount determined 
under paragraph (a); 


“whole dividend” paid at any time on the shares of 
a class of the capital stock of a foreign affiliate of a 
taxpayer resident in Canada is the total of all 
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amounts each of which is the dividend paid at that 
time on a share of that class except that 


(a) where a dividend is paid at the same time on 
shares of more than one class of the capital stock 
of an affiliate, for the purpose only of section 
5900, the whole dividend referred to in section 
5901 paid at that time on the shares of a class of 
the capital stock of the affiliate is deemed to be 
the total of all amounts each of which is the divi- 
dend paid at that time on a share of the capital 
stock of the affiliate, 


(b) where a whole dividend is deemed by para- 
graph 5902(1)(c) to have been paid at the same 
time on shares of more than one class of the capi- 
tal stock of an affiliate, for the purpose only. of 
that paragraph, the whole dividend deemed to 
have been paid. at that time on the shares of a 
class of the capital stock of the affiliate is deemed 
to be the total of all amounts each of which is a 
whole dividend deemed to have been paid at that 
time on the shares of a class of the capital stock 
of the affiliate, and bh 2d 


(c) where more than one whole dividend is 
deemed by paragraph 5900(2)(b) to have been 
paid at the same time on shares of a class of the 
capital stock of an affiliate, for the purposes only 
of paragraph 5900(1)(d) and the definitions “un- 
derlying foreign tax” and “underlying foreign tax 
applicable” in this subsection, the whole dividend 
deemed to have been paid at that time on the 
shares of a class of the capital stock of the affili- 
ate is deemed to be the total of all amounts each 
of which is a whole dividend deemed to have 
been paid at that time on the shares of a class of 
the capital stock of the affiliate and all of that 
whole dividend shall be deemed to have been 
paid out of the affiliate’s taxable surplus in re- 
spect of the corporation. 


History: Subsec. 5907(1) definitions amended and rearranged by 
P.C. 1997-1670, subsec. 8(1), November 20, 1997, Canada Gazette, 
Part II, December 10,1997, applicable to taxation years of a foreign 
affiliate of a taxpayer that begin after 1994, except that 


(a) the definitions apply to taxation years of a foreign affiliate 
of a taxpayer that end after 1994 where there has been a change 
in the taxation year of the foreign affiliate in 1994 and after 
February 22, 1994, unless 


(i) the foreign affiliate had requested that change in the tax- 
ation year in writing before February 22, 1994 from the in- 
come taxation authority of the country in which it was resi- 
dent and subject to income taxation, or 


(ii) the first taxation year of the foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the 
time when that taxation year would have begun if there had 
not been that change in the taxation year of the foreign af- 
filiate; and 


(b) in applying the definitions for taxation years of a foreign 
affiliate of a taxpayer that begin before 1996 and in respect of 
which subsecs. 5907(11)-(11.2) (as amended) do not apply, the 
references to “designated treaty country” shall be read as 
“country listed in subsection (11)”. 
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Cl. 5907(1)(a)(i)(C) amended by P.C. 1996-571, s. 2, April 23, 
1996, Canada Gazette, Part II, May 1, 1996, applicable to taxation 
years that end after February 21, 1994. 


Subpara. 5907(1)(d)(vi.1) substituted, applicable in respect of 1976 
et seq.; subparas. (1)(d)(vii.2) and (1)(k)(vi.2) added and (1)(d)(xiv) 
and (1)(k)(xiii) substituted, applicable for purposes of making com- 
putations under Part LIX after March 15, 1989; subparas. 
(1)(d)(xii.1) and (1)(k)(xi.1) substituted, effective from November 
13, 1981; that portion of subpara. (1)(m)(ii) preceding cl. (A) substi- 
tuted, applicable (by subsec. 5(6) as amended by P.C. 1994-1129, 
July 4, 1994, Canada Gazette, Part Il, July 27, 1994, applicable af- 
ter March 15, 1989) in respect of whole dividends paid after 1987; 
by P.C. 1989-321, subsecs. 3(1) to (8), March 2, 1989, Canada Ga- 
zette, Part Il; March 15, 1989. 


Cl. 5907(1)(b)(i)(B) substituted, cl. 5907(1)(b)G)(C) added, applica- 
ble in respect of capital gains from dispositions of property made 
after. November 12, 1981; cl. 5907(1)(c)(i)(B) substituted, cl. 
5907(1)(c)(i)(C) added, applicable in respect of capital losses from 
dispositions of property made after November 12, 1981; subparas. 
5907(1)(d)(ii), (iii), (iv), (vi), (viii), para. 5907(1)(g), all that portion 


~ of para. 5907(1)(d) following subpara. (xi) substituted and subparas. 


5907(1)(d)(vii.1), (f)(iii), (Av) added, applicable commencing No- 
vember 13, 1981; cls. 5907(1)(i)Gi)(D), (E), and G)Gi)(C), (D) ad- 
ded, applicable in respect of dispositions made after November 12, 
1981; cl. 5907(1)G)Gi)(B), subparas. 5907(1)(k)Gi), (iii), Gv), (vi), 
(vii), 5907(1)(1)(ii),. Gii), Gv), (vii), (x), all that portion of para. 
5907(1)(k) following subpara. (x), all that portion of subpara. 
5907(1)(m)(ii) preceding cl. (A) substituted and subparas. 
5907(1)()(vi.1), 590701) ()(vii.1), (xi) added applicable commenc- 
ing November 13, 1981 by P.C. 1985-467, subsecs. 4(1)—(22), Feb- 
ruary 14, 1985, Canada Gazette, Part II, March 6, 1985. 


Subparas. 5907(1)(d)(vi.1) added, 5907(1)(d)(x), (xiv) substituted 
by P.C. 1980-503, subsecs. 5(1)—(3), February 8, 1980, Canada Ga- 
zette, Part II, February 27, 1980, effective in respect of 1976 et seq. 


(1.01) For the purpose of section 113 of the Act, “ex- 
empt surplus” and “taxable surplus” have the mean- 
ings assigned by subsection (1). : 

History: Subsec: 5907(1.01) added by P.C. 1997-1670, subsec. 
8(1), November 20, 1997, Canada Gazette, Part II, December 10, 
1997, applicable to taxation years of a foreign affiliate of a taxpayer 
that begin after 1994, except that 


(a) the subsec. applies to taxation years of a foreign affiliate of 
a taxpayer that end after 1994 where there has been a change in 
the taxation year of the foreign affiliate in 1994 and after Febru- 
ary 22; 1994, unless 


(i) the foreign affiliate had requested that change inthe tax- 
ation year in writing before February 22, 1994 from the in- 
come taxation authority of the country in which it was resi- 
dent and subject to income taxation, or 


(ii) the first taxation year of the foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the 
time when that taxation year would have begun. if there had 
not been that change in the taxation year of the foreign 
affiliate. 


(1.02) In paragraph (d) of the definition “exempt 
earnings” in subsection (1), the determination of 
whether a corporation 


(a) has a “qualifying interest” in respect of a for- 
eign affiliate throughout a taxation year, or 


(b) is related to another corporation throughout a 
taxation year 


shall be made as it would for the purpose of para- 
graph 95(2)(a) of the Act. 
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History: Subsec. 5907(1.02) added by P.C. 1997-1670, subsec. 
8(2), November 20, 1997, Canada Gazette, Part Il, December 10, 
1997, applicable to taxation years of a foreign affiliate of a taxpayer 
that begin, after 1994, except that 


(a) the subsec. applies to taxation years of a foreign affiliate of 
a taxpayer that end after 1994 where there has been a change in 
the taxation year of the foreign affiliate in 1994 and after Febru- 
ary 22, 1994, unless 


(i) the foreign affiliate had requested that change in the tax- 
ation year in writing before February 22, 1994 from the in- 
come taxation authority of the country in which it was resi- 
dent and subject to income taxation, or 


(i1) the first taxation year of the foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the 
time when that taxation year would have begun if there had 
not been that change in the taxation year of the foreign 
affiliate. 


(1.1) For the purposes of this Part, where, pursuant 
to the income tax law of a country other than Can- 
ada, a group of two or more foreign affiliates (in this 
subsection referred to as the “consolidated group”) 
of a corporation resident in Canada that are resident 
in that country determine their liabilities for income 
or profits tax payable to the government of that 
country for a taxation year on a consolidated or com- 
bined basis and one of the affiliates (in this subsec- 
tion referred to as the “primary affiliate”) is respon- 
sible for paying, or claiming a refund of, such tax on 
behalf of itself and the other members of the consoli- 
dated group (hereinafter referred to as the “secon- 
dary affiliates”), the following rules apply: 


(a). in respect of the primary affiliate, 


(1) any such income or profits tax paid by the 
primary affiliate for the year shall be deemed 
not to have been paid and any refund to the 
primary affiliate of income or profits tax oth- 
erwise payable by it for the year shall be 
deemed not to have been made, 


(ii) any such income or profits tax that would 
have been payable by the primary affiliate for 
the year if the primary affiliate had no other 
taxation year and had not been a member of 
the consolidated group shall be deemed to 
have been paid for the year, 


(ii1) to the extent that 


(A) the income or profits tax that would 
otherwise have been payable by the pri- 
mary affiliate for the year on behalf of the 
consolidated group is reduced by virtue of 
any loss of the primary affiliate for the 
year or any previous taxation year, or 


(B) the primary affiliate receives, in re- 
spect of a loss of the primary affiliate for 
the year or a subsequent taxation year, a 
refund of income or profits tax otherwise 
payable for the year by the primary affili- 
ate on behalf of the consolidated group, 


the amount of such reduction or refund, as the 
case may be, shall be deemed to have been re- 
ceived by the primary affiliate as a refund for 
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the year of the loss of income or profits tax in 
respect of the loss, 


(iv) any such income or profits tax that would 
have been payable by a secondary affiliate for 
the year if the secondary affiliate had no other 
taxation year and had not been a member of 
the consolidated group shall at the end of the 
year, 


(A) to the extent that such income or prof- 

its tax would otherwise have reduced the 

net earnings included in the exempt earn- 
ings of the secondary affiliate, be deducted 

from the exempt surplus or added to the 

exempt deficit, as the case maybe, of the 
- primary affiliate, and 


(B) to the extent that such income or prof- 
its tax would otherwise have reduced the 
net earnings included in the taxable earn- 
ings of the secondary affiliate, 


(1) be deducted from the taxable surplus 
or added to the taxable deficit, as the 
case may be, of the primary affiliate, 
and 


(II) be added to the underlying foreign 
tax of the primary affiliate, 


(v) to the extent that 


(A) the income or profits tax that would 
otherwise have been payable by the pri- 
mary affiliate for the year on behalf of the 
consolidated group is reduced by virtue of 

-_a loss of a secondary affiliate for the year 
or a previous taxation year, or 


(B) the primary affiliate receives, in re- 
- spect of a loss of a secondary affiliate for 
the year or a subsequent taxation year, a 
refund of income. or profits tax otherwise 
payable for the year by the primary affili- 
ate on behalf of the consolidated group, 


the amount of such reduction or refund, as the 
case may be, shall at the end of the year of the 
loss, 


(C) where such loss reduces the exempt 
surplus or increases the exempt deficit, as 
the case may be, of the secondary affiliate, 
be added to the exempt surplus or de- 
ducted from the exempt deficit, as the case 
may be, of the primary affiliate, and 


(D) where such loss reduces the taxable 
surplus or increases the taxable deficit, as 
the case may be, of the secondary affiliate, 


(1) be added to the taxable surplus or 
deducted from the taxable deficit, as 
the case may. be, of the primary affili- 
ate, and 


(Il) be deducted from the underlying 
foreign tax of the primary affiliate; and 
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(b) where by virtue of the primary affiliate being 
responsible for paying, or.claiming a refund of, 
income or profits tax for the year on behalf of the 
consolidated group, ; 


(i) an amount is paid to the primary affiliate 
by a secondary affiliate in respect of the in- 
come or profits’ tax that would have been pay- 
able by the secondary affiliate for the year had 
it not been a member of the group, 


(A) in respect of the secondary affiliate, 
the amount so paid shall be deemed to be a 
payment of such income or profits tax for 
the year, and 


(B) in respect of the primary affiliate, 


(I) such portion of the amount so paid 
as may reasonably be regarded as relat- 
ing to an amount included in the ex- 
empt surplus or deducted from the ex- 
empt deficit, as the case may be, of the 
secondary affiliate shall at the end of 
the year be added to the exempt surplus 
or deducted from the exempt deficit, as 
the case may be, of the primary affili- 
ate, and 


(II) such portion of the amount so paid 
as may reasonably be regarded as relat- 
ing to an amount included in the taxa- 
ble surplus or deducted from the taxa- 
ble deficit, as the case may be, of the 
secondary affiliate shall at the end of 
the year be added to the taxable surplus 
or deducted from the taxable deficit, as 
the case may be, of the primary affiliate 
and be deducted from the underlying 
foreign tax of the primary affiliate, or 


(ii) an amount is paid by the primary affiliate 
to a secondary affiliate in respect of a reduc- 
tion or refund by virtue of a loss of the secon- 
dary affiliate for a taxation year of the income 
or profits tax that would otherwise have been 
payable by the primary affiliate for the year 
on behalf of the consolidated group, 


(A) in respect of the primary affiliate, 


(I) such portion of the amount so paid 
as may reasonably be regarded as relat- 
ing to an amount deducted from the ex- 
empt surplus or included in the exempt 
deficit, as the case may be, of the sec- 
ondary affiliate shall at the end of the 
year of the loss be deducted from the 
exempt surplus or added to the exempt 
deficit, as the case may be, of the pri- 
mary affiliate, and 


(ID) such portion of the amount so paid 
as may reasonably be regarded as relat- 
ing to an amount deducted from the 
taxable surplus or included in the taxa- 


ble deficit, as the case may be, of the 
secondary affiliate shall at the end of 
the year of the loss be deducted from 
the taxable surplus or added to the taxa- 
ble deficit, as the case may be, of the 
primary affiliate and be added to the 
underlying foreign tax of the primary 
affiliate, and 


(B) in respect of the secondary affiliate, 
the amount shall be deemed to be a refund 
to the secondary affiliate for the year of the 
loss of income or profits tax in respect of 
the loss, 


and, for the purposes of this paragraph, any 
amount paid by a particular secondary affiliate to 
another secondary affiliate in respect of any in- 
come or profits tax that would have been payable , 
by the particular secondary affiliate for the year 
had it not been a member of the consolidated 
group shall be deemed to have been paid in re- 
spect of such tax by the particular secondary af- 
filiate to the primary affiliate and to have been 
paid in respect of such tax by the primary affiliate 
to the other secondary affiliate. . 


History: Subsec. 5907(1.1) added by P.C. 1985-467, subsec. 4(23), ° 
February 14, 1985, Canada Gazette, Part I, March 6, 1985, appli- 
cable to the 1982 and-subsequent taxation years of foreign affiliates, 


(1.2) For the purposes of this Part, where, pursuant 
to the income tax law of a country other than Can- 
ada, a corporation resident in that country that is a 
foreign affiliate of a corporation resident in Canada 
(inthis subsection referred to as the “taxpaying affil- 
iate’”’) deducts, in computing ‘its income or profits tax 
payable for a taxation year to a government of that 
country, a loss of another corporation resident in that 
country that is a foreign affiliate of the corporation 
resident in Canada (in this subsection referred to as 
the “loss affiliate’), the following rules apply: 


(a) any such income or profits tax ‘paid by the tax- 
paying affiliate for the year shall be deemed not 
to have been paid; | bess 


(b) any such income or. profits tax that would 
have been payable by the taxpaying affiliate for 
the year if the taxpaying affiliate had not been al- 
lowed to deduct such loss shall be deemed to 
have been paid for the year; . 


(c) to the extent that the income or profits tax that 
would otherwise have. been payable by the tax- 
paying affiliate for the year is reduced by virtue 
of such Joss, the amount of such reduction shall at 
the end of the year, _ 


(i) where such loss reduces the exempt surplus 
or increases the exempt deficit, as the case 
may be, of the loss affiliate, be added to the 
exempt surplus or deducted from, the exempt 
deficit, as the case may be, of the taxpaying 
affiliate, and 
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(ii), where-such Joss: reduces. the. taxable sur- 
plus. or increases; the taxable deficit, as the 
case may be, of the loss affiliate, 


(A) be added to the taxable surplus or de- 
~--ducted from the taxable deficit, as the case 
may be, of the taxpaying affiliate) and 


(B) be deducted from the underlying for- 
eign tax of the taxpaying affiliate; and: 


(d), where an amount is paid by the taxpaying) af- 

 filiate to the-loss affiliate in respect of the reduc- 
tion, by virtue of such loss, of the income or.prof- 
its tax that would otherwise have been payable by 
the taxpaying affiliate for the year, 


igh in respect of the: taxpaying affiliate, 


(A) such portion of the amount as may rea- 

-sonably be regarded as ‘relating ‘to an 
amount deducted from the exempt surplus 
or included in the exempt deficit, as the 
case. may. be, of the Joss affiliate, shall at 
_the, end. of the. year be deducted from the 
exempt surplus or added to. the exempt 
deficit, as the case may be, of the taxpay- 
ing affiliate, and: 


(B) such portion of the amount as may rea- 
‘sonably be regarded ‘as ‘relating ‘to an 
~ amount deducted from the taxable surplus 
or included in the taxable deficit; as the 
case may be, of the loss ~affiliate shall at 
‘the end of the year be! deducted from the 
taxable surplus or ‘added to the taxable def- 
icit, as the case may be,‘of the taxpaying 
affiliate and be added ‘to the underlying 
foreign tax of the taxpaying affiliate, and 
(i) in. respect of the loss affiliate, the amount 
shall be deemed to be a refund to the loss af- 
filiate of income or profits tax in respect of 
the loss for the taxation year of the loss. 
History: Subsec. 5907(1.2) added by P.C. 1985-467, subsec. 4(23), 
February 14,1985, Canada, Gazette, Part-II; March 6, 1985, appli- 
cable to the 1982 and subsequent taxation years of foreign affiliates. 


(1.3) For the:purposes of paragraph (b) of the-defini- 
tion “foreign; accrual tax’ in subsection 95(1) of the 
Act, 


(a) where, LIRGHARL: to the income tax law.-of the 
country, in, which a, particular. foreign, affiliate is 
resident, the particular affiliate and one or more 
other corporations, each of which is. resident in 
that country, determine their liabilities for income 
or profits tax payable to the government. of that 
country for a taxation; year on a consolidated or 
combined basis, any amount paid by the, particu- 
_ lar affiliate. to any of the other corporations tothe 
extent that it may reasonably be regarded. as be- 
ing in respect of income or profits tax that would 
otherwise have been payable by. the particular af- 
filiate in respect of a.particular amount included 
in computing the taxpayer’s income by virtue.of 
subsection 91(1) of the Act for a taxation year in 
respect of the particular affiliate,,had the tax lia- 
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bility of the particular affiliate and the other. cor- 

porations not been determined on a consolidated 

or.combined basis, is hereby prescribed to be for- 

eign. accrual tax applicable to the ‘Particular 
~ amount; and 


(b) where, pursuant to the income tax law of the 
_ country in which a particular foreign affiliate of a 
taxpayer is. resident, the particular affiliate, in 
~ computing its income or profits subject to tax in 
that country for a taxation year, deducts an 
amount in respect of a loss of another corporation 
‘resident in that country, any amount paid by the 
particular’ affiliate to the other corporation to the 
extent that it may reasonably be regarded as be- 
ing in réspect-of income ‘or profits tax that would 
~ otherwise have been payable by the particular af- 
’ filiaté in respect of a particular amount included 
in computing the taxpayer’s income by virtue of 
subsection .91(1), of the Act for a taxation year in 
respect of the particular. affiliate, had the tax lia- 
bility of the particular affiliate been determined 
without deducting the loss of the other corpora- 
tion, is hereby prescribed to be foreign accrual 
SAX applicable to the particular amount. 
History: Subsec. 5907(1.3). amended by P.C. 1997-1670, subsec. 


8(3), November 20, 1997, Canada Gazette, Part Il, December 10, 
1997, applicable to taxation years of a foreign Ce of a taxpayer 


that. begin after 1994; except that 


(a) the Subséc. as amended applies to taxation years of a foreign 

* affiliate:of a taxpayer that end after 1994 where there has been a 
change in the taxation year of the foreign affiliate in 1994 and 
after February 22;'1994, unless 


Ci) the foreign affiliate had requested that change in ‘the tax- 
ation year in writing before February 22, 1994 from the in- 
‘come'taxation authority of the country in which it was resi- 
‘dent and subject to income taxation, or’ 

(ii) the first taxation year of the foreign affiliate that began 
-after 1994 began at a time in 1995 that is earlier than the 
time ‘when that taxation year would have begun if there had 
not. been-that change in:the taxation year of the foreign 
affiliate. 


| Subsec. 5907(1.3) added by. P.C. 1985-467, eee 4(23), February 


14; 1985, Canada Gazette, Part Il, March 6, 1985, applicable to the 
1982 and aaa Migs taxation years of foreign affiliates. 


(2) In computing the earnings of a foreign affiliate of 
a taxpayer resident in Canada for a taxation year of 
the affiliate from an active business carried on by it 
ina country, there shall be added«to, the amount 
thereof determined under-subparagraph (a)(i) or (11) 
of the definition “earnings” in subsection (1) (in this 
subsection referred; to as. the “earnings amount’) 


such portion of the following amounts as was de- 


ducted or was not included, as the case may be, in 
computing the earnings amount, 
(a) any income or profits tax paid to the govern- 
ment.of a country by the affiliate so deducted, 


(b) if established: by-the taxpayer, the amount by 
which any amount so deducted in respect of an 
expenditure made by the affiliate exceeds the 
amount, if any, by which 

(i) the amount of the expenditure 


2287 


Reg. 
S. 5907(2)(b) Income Tax Regulations 


exceeds 


(ii) the aggregate of all other deductions in re- 
spect of that expenditure made by the affiliate 
in computing the earnings amounts for pre- 
ceding taxation years, ) 


(c) any loss of the affiliate referred to in the 
description of D in the definition “foreign accrual 
property income” in subsection 95(1) of the Act 
so deducted, : 


(d) any. capital loss of the affiliate in respect of 
the disposition of capital property so deducted 
(for greater certainty, capital property of the affil- 
iate for the purposes of this paragraph includes all 
the property. of the. affiliate other than property 
referred to in subparagraph 39(1)(b)G) or (ii) of 
the Act on the assumption for this purpose that 
the affiliate is a corporation resident in Canada), 


(e) any loss of the affiliate for a preceding or a 
subsequent taxation year so deducted, 


(f) any revenue, income or profit (other than an 
amount referred to in paragraph (f.1), (h) or (i)) 
of the affiliate derived in the year from such busi- 
ness carried on in that country to the extent that 
such revenue, income or profit 


(i) is not otherwise required to be included in 
computing the earnings amount of the affiliate 
for any taxation year by the income tax law 
that is relevant in computing that amount, and 


(ii) does not arise with respect to a disposition 
(other than a disposition to which subsection 
(9) applies) by the affiliate of property to an- 
other foreign affiliate of the taxpayer or to a 
person with whom the taxpayer does not deal 
at arm’s length, to which a tax deferral, rol- 
lover or similar tax postponement provision of 
the income tax law that is relevant in comput- 
ing the earnings amount of the affiliate ap- 
plied, and 


(f.1) any assistance from a government, munici- 
pality or other public authority (other than any 
such assistance that reduced the amount of an ex- 
penditure for purposes of computing the earnings 
amount for any taxation year) that the affiliate re- 
ceived or became entitled to receive in the year in 
connection with such business carried on in that 
country that ‘is not otherwise required to be in- 
cluded in computing the earnings amount for the 
year or for any other taxation year, 


and there shall be deducted such portion of the fol- 
lowing amounts as were included or were not de- 
ducted, as the case may be, in computing the earn- 
ings amount, 


(g) any income or profits tax refunded by the 
government of a country to the affiliate so 
included; 


iate for the purposes of this paragraph includes all 
the property of the affiliate other than property 
referred to in any of subparagraphs 39(1)(a)(i) to 
(iv) of the Act on the assumption for this purpose 
that the affiliate is a corporation resident in 
Canada); 


(i) any amount that is included in the foreign ac- 
crual property income of the affiliate so included; 


(j) any loss, outlay or expense made or incurred 
in the year by the affiliate for the purpose of gain- 
ing or producing such earnings amount to the ex- 
tent that | 


(i) such loss, outlay or expense is not other- 
wise permitted to be deducted in computing 
the earnings amount of the affiliate for any 
taxation year by the income tax law that is rel- 
evant in computing that amount, or 


(ii) such outlay or expense can reasonably be 
regarded as applicable to any revenue added 
to the earnings amount of the affiliate under 
paragraph (f), ” 

where such loss, outlay or expense 


(iii) does not arise with respect to a disposi- 
tion (other than a disposition to which subsec- 
tion (9) applies) by the affiliate of property to 
another foreign affiliate of the taxpayer or to a 
person with whom the taxpayer does not deal 
at arm’s length, to. which a loss deferral or 
similar loss postponement provision of the in- 
come. tax law. that is relevant in computing the 
earnings amount of the affiliate applied, and 


(iv) is not 
(A) a loss referred to in paragraph (c) or 
(ss Gra 
(B) a capital expenditure other than inter- 
est, or 


(C) income or profits tax paid to the gov- 
ernment of a country; PE 


(k) any outlay made in the year in repayment of 
an amount referred to in paragraph (f.1); and 


(1) where any property of the affiliate acquired 
from another foreign affiliate of the taxpayer or 
from any foreign affiliate of a person resident in 
Canada with whom the taxpayer does not deal at 
arm’s length has been disposed of, such amount 
in respect of that property as may reasonably be 
considered as having been included by virtue of 
paragraph (f) in computing the earnings amount 
of any foreign affiliate of the taxpayer or of a per- 
son resident in Canada with whom the taxpayer 
does not deal at arm’s length. 


History: Subsec. 5907(2) amended by P.C. 1997-1670, subsecs. 
8(4), (5), November 20, 1997, Canada Gazette, Part If, December 
10, 1997, applicable to taxation years of a foreign affiliate of a tax- 


(h) any capital gain of the affiliate in respect of | payer that begin after 1994, except that 


the disposition of capital property so included 
(for greater certainty, capital property of the affil- 
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the taxation year of the foreign affiliate in 1994 and after Febru- 
ary 22, 1994, unless 


(i) the foreign affiliate had requested that change in the tax- 
ation year in writing before February 22, 1994 from the in- 
come taxation authority of the country in which it was resi- 
dent and subject to income taxation, or 


(ii) the first taxation year of the foreign affiliate that began 

after 1994 began at a time in 1995 that is earlier than the 

time when that taxation year would have begun if there had 

not been that change in the taxation’ year of the foreign 
affiliate. 


Para. 5907(2)(h)-substituted by P.C. 1989-321, subsec. 3(9), March 
2, 1989, Canada Gazette, Part II], March 15, 1989, applicable in re- 
spect of taxation years commencing after 1984. 

Paras. 5907(2)(f) and (j) substituted, para. 5907(2)(1) added by' P.C. 
1985-467, subsecs. 4(24)--(26), February 14, 1985, Canada Gazette, 
Part II, March 6, 1985, applicable to 1976 ef seq. 


Paras. 5907(2)(f.1), (k) added, 5907(2)(f), (j) substituted By. P-C. 
1980-503, subsecs. 5(4), (5), February 8, 1980, Canada Gazette, 
Part II, aieohan 27, 1980, effective in respect of 1976 et seq. 


(2.1) In computing the earnings of a foreign affiliate 
of a corporation resident in Canada for a taxation 
year of the affiliate from an active business carried 
on by it in Canada or in a designated treaty country, 
where the affiliate is resident in a designated treaty 
country and the corporation, together with all other 
corporations resident in Canada with which the cor- 
poration does not deal at arm’s length and in respect 
of which the affiliate is a foreign affiliate, have so 
elected in respect of the business for the taxation 
year or any preceding taxation year of the axdubats, 
the following rules apply: 


(a) there shall be added to the amount determined 
under subparagraph (a)(i) of the definition “earn- 
ings’ in subsection (1) after adjustment in accor- 
dance with the provisions of subsection (2) (in 
this subsection and in subsection (2.2) referred to 
as the “adjusted earnings amount’) the total of all 
amounts each of which is the amount, if any, by 
which 


(i) the amount that can reasonably be regarded 
as having been deducted in respect of the cost 
of a capital property or foreign resource prop- 
erty of the affiliate in computing the adjusted 
earnings amount 


exceeds 


(ii) the amount that may reasonably be re- 
garded as having been deducted in respect of 
the cost of that capital property or foreign re- 
source property in computing income or profit 
of the affiliate for the year from that business 
in its financial statements prepared in accor- 
dance with the laws of the country in which 
the affiliate is resident; 

(b) there shall be deducted from the adjusted 

earnings amount the aggregate of all amounts 

each of which is the amount, if any, by which 
(i) the amount determined under subparagraph 
(a)(ii) in respect of that capital property or for- 
eign resource property 
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exceeds 


(11) the amount determined under subpara- 
graph (a)(i) in respect of that capital property 
or foreign resource property; 
(c) where any capital property or foreign resource 
property of the affiliate has been disposed of in 
the taxation year, 


(i) there shall be added to the adjusted earn- 
ings amount the aggregate of the amounts de- 
ducted pursuant to paragraphs (b) and (2.2)(b) 
for preceding taxation years of the affiliate in 
respect of that capital property or foreign re- 
source property, and 


(ii) there shall be deducted from the adjusted 
earnings amount the aggregate of the amounts 
added pursuant to paragraphs (a), and (2.2)(a) 
for the preceding taxation years of the affiliate 
in respect of that capital property or foreign 
resource property; and 
(d) for the purposes of paragraph (c), where the 
affiliate has merged with one or more corpora- 
tions to form a new corporation, any capital prop- 
erty or foreign resource property of the affiliate 
that becomes a property of the new corporation 
shall be deemed to have been disposed of by the 
affiliate in its last taxation year before the 
Mergers 
Related Provisions: ITA 220(3.2), Reg. 600(d) — Late filing of 


election or revocation. 


History: The opening words of subsec. 5907(2.1) spetied by P.C. 
1997-1670, subsec. 8(6), November 20, 1997, Canada Gazette, Part 
{I, December 10, 1997, applicable to taxation years of a foreign af- 
filiate of a corporation that begin after 1995, except that, where the 
corporation notifies the Minister of National Revenue in its return 
of income for its first taxation year that begins after 1994 or for a 
taxation year in which a dividend was paid by the foreign affiliate 
of its election to have subsections 5907(11) (as amended), (11.1) 
and-(11.2) apply to a taxation year of the foreign affiliate of the 
corporation that begins before 1996, 


(a) subsection 8(6) of the amending Regulations applies to that 
taxation year and each subsequent taxation year of the foreign 
affiliate of the corporation; and 


(b) any reference in s. 5907 to “country listed in subsection 
(11)” shall be read as “designated treaty country” and any refer- 
ence to “country not listed in subsection (11)” shall be read as 
“country that is not a designated treaty country” for that taxa- 
tion year and those subsequent taxation years of the foreign af- 
filiate of the corporation. 


The portion of para. 5907(2.1)(a) before subpara. (ii), paras. (c), (d), 
amended by P.C. 1997-1670, subsecs. 8(7) to (9), November 20, 
1997, Canada Gazette, Part Il, December 10, 1997, applicable to 
taxation years of a foreign affiliate of a taxpayer that begin after 
1994, except that 


(a) those provisions apply to taxation years of a foreign affiliate 
of a taxpayer that end after 1994 where there has been a change 
in the taxation year of the foreign affiliate in 1994 and after 
February 22, 1994, unless 


(i) the foreign affiliate had requested that change in the tax- 
ation year in writing before February 22, 1994 from the in- 
come taxation authority of the country in which it was resi- 
dent and subject to income taxation, or 


(ii) the first taxation year of the foreign affiliate that began 
after 1994 began at atime in 1995 that is earlier than the 
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time when that taxation year would have begun if there had 
not been that change in the taxation year of the foreign 
- affiliate: i samead , 


Paras. 5907(2.1)(a) to (d) substituted by P.C. 1985-467, subsec. | 


4(27), February 14, 1985, Canada Gazette, Part Il, March 6, 1985, 
applicable in respect of elections made after 1983. 


Subsec. 5907(2.1) added by P.C. 1978-3599, s. 2, November 30, 
1978, Canada Gazette, Part II, December 13, 1978, effective for 
1978 et-seq. 


Information Circulars: 77-9R: Books, records and other require- 
ments for taxpayers having foreign affiliates.) 


(2.2) Where the taxation year of a foreign affiliate of 
a particular corporation resident in Canada for which 
the particular corporation has made an election under 
subsection (2:1) in respect of an active business car- 


riéd on by the affiliate is not the first taxation year of — 
the affiliate in which it carried on the business and in — 


which it was a foreign affiliate of the particular cor- 
poration or of another corporation resident in Canada 
with which the particular corporation was not deal- 
ing at arm’s length at any time (hereinafter referred 
to as the “non-arm’s length corporation”), in com- 
puting the earnings of the affiliate from the business 
for the taxation year for which the election is made, 
the following rules, in addition to those set out in 
subsection (2.1), apply: - 


(a) there shall be added to the adjusted earnings 
amount the aggregate of all amounts each of 
which is an amount that would have been deter- 
mined under paragraph (2.1)(a) or subparagraph 
(2.1)(€)@) : Ts 


(i) for any preceding taxation year of the affil- 
iate in which it was a foreign ‘affiliate of the 
particular corporation if the particular corpo- 

~ ration had made an election under subsection 
(2.1) for the first taxation year of the affiliate 
in which it was a foreign affiliate of the par- 
ticular corporation and carried on the busi- 
ness, and 


(ii) for any preceding taxation year of the af- 
filiate (other than a taxation ‘year referred to in 
subparagraph (i)) in which it was a foreign af- 
filiate of the non-arm’s length corporation if 
the non-arm’s length corporation had made an 
election under subsection (2.1) for the first 
taxation year of the affiliate in which it was a 
foreign affiliate of the non-arm’s length cor- 
poration and carried on the business; and 


(b) there shall be, deducted from the adjusted 
earnings amount the aggregate of all amounts 
each of which is an amount that would have been 
determined under paragraph (2.1)(b) or subpara- 
graph (2.1)(c)(ii) 


(i) for any preceding taxation year of the affil- 
iate in which it was a foreign affiliate of the 
particular corporation, .if the particular corpo- 
ration had made.an election.under subsection 
(2.1) for the first taxation year of the affiliate 
in which it was a foreign affiliate of the par- 
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ticular corporation and carried on: the busi- 
ness, and vel 


(ii) for any preceding taxation year of the af- 

~ filiate (other than a taxation year referred to in 

subparagraph (i)) in which it was a foreign af- 

filiate of the non-arm’s length corporation if 

the non-arm’s length corporation had made an 

election under subsection (2.1) for the first 

_ taxation. year of the affiliate in which it was a 

foreign affiliate of the non-arm’s length cor- 
poration. and carried on the business. 

History: Subsec. 5907(2.2) substituted by P.C. 1985-467, subsec. 


4(28), February 14, 1985, Canada Gazette, Part II, March 6, 1985, 
applicable in respect of elections made after November 4, 1982. 


Subsec. 5907(2.2) added by P.Cy 1978-3599, s. 2; November 30, 
1978, Canada Gazette, Part Il, December 13, 1978, effective for 
1978 et seq. ( aes 


(2.3) For the purposes of this subsection and subsec- 
tions (2.1) and (2.2), where an election under subsec- 
tion (2:1) has been made by a corporation resident in 
Canada (in this subsection and in subsection (2.4) re- 
ferred to as the “electing corporation’’) in respect of 
an active business of a foreign affiliate of the elect- 
ing corporation and the affiliate subsequently be- 
comes a foreign affiliate of another corporation resi- 
dent in Canada (in this subsection and in subsection 
(2.4) referred to as the “subsequent corporation’) 
that does not deal at arm’s length with the electing 
corporation, in computing the earnings of the affili- 
ate from such business in respect of the subsequent 
corporation for any taxation year of the affiliate end- 
ing after the affiliate so became a foreign affiliate of 
the subsequent corporation, the subsequent corpora- 
tion shall be deemed to have made.an‘election. under 
subsection (2.1) in respect of the business of the af- 
filtate for the first such taxation year and for the pur- 
poses of paragraph (2.1)(d), the earnings of the affili- 
ate for.all of the preceding taxation years shall be 
deemed to have been adjusted in accordance with 
subsections (2.1) and (2.2) in the same manner as if 
the subsequent corporation had been. the electing 
corporation. aaa & 

History: Subsec. 5907(2.3) amended by P.C. 1997-1670, subsec. 
8(10), November 20, 1997, Canada Gazette, Part II, December 10, 
1997, applicable to taxation years of a foreign affiliate of 4 taxpayer 
that begin after 1994, except that Aasryn 


(a), the amendment.applies to taxation years of a foreign affiliate 
of a taxpayer that end after 1994 where there has been a change 
in the taxation year of the foreign affiliate in 1994 and after 
February 22, 1994, unless ~~ . 


(i) the foreign affiliate had requested that change in the tax- 
ation year in writing before February 22, 1994 from the in- 
come taxation authority of the country in which it was resi- 
dent and subject to income taxation, of 
(ii) the first taxation year of the foreign affiliate that began 
‘after. 1994. began at a time in 1995; that is earlier than the 
time when that taxation year would have begun if there had 
not been that change in the taxation year of the foreign 
affiliate: MTL Arete Are 
Subsecs. 5907(2:3)-(2'6) added by P.C. 1978-3599, s..2, November 
30, 1978, Canada Gazette, Part IL, December 13,1978, effective for 
1978 et seq. ae ape hs 
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(2.4) For the purposes of subsection (2.3) 


(a) a corporation formed as a result of a merger, 
‘to which section 87 of. the Act applies, of the 
electing corporation and one or more other corpo- 
rations, or 


(b) a corporation that has acquired shares of the 
capital stock of a foreign affiliate, in respect of 
which an election under subsection (2.1) has been 
made, from the electing corporation in a transac- 
tion in respect of which an election under section 
85 of the Act was made 


shall be deemed to be a subsequent corporation that 
does not deal at arm’s length with the electing 
corporation. 


(2.5) [Repealed] 


History: Subsec. 5907(2.5) repealed by P.C. 1997-1670, subsec. 
8(11), November 20, 1997, Canada Gazette, Part Il, December 10, 
1997, applicable to taxation years of a foreign affiliate of a taxpayer 
that begin after 1994, except that 


(a) the repeal applies to taxation years of a foreign affiliate of a 
taxpayer that end after 1994 where there has been a change in 
the taxation year of the foreign affiliate in 1994 and after Febru- 
ary 22, 1994, unless , 


(i) the foreign affiliate had requested that change in the tax- 
ation year in writing before February 22, 1994 from the in- 
come taxation authority of the country in which it was resi- 
dent and subject to income taxation, or 


(ii) the first taxation year of the foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the 
time when that taxation year would have begun if there had 
not been that change in the taxation year of the foreign 
affiliate. 


(2.6) A corporation resident in Canada, and all other 
corporations resident in Canada with which the cor- 
poration does not deal at arm’s length, shall each be 
considered to have elected under subsection (2.1) in 
respect of an active business carried on by a non-res- 
ident corporation that is a foreign affiliate of each 
such corporation for a taxation year if there is filed 
with the Minister on or before the day that is the 
later of 


(a) June 30, 1986, and 


(b) the earliest of the days on or before which any 
one of the said corporations is required to file a 
return of income pursuant to section 150 of the 
Act for its taxation year following the taxation 
year in which the taxation year of the affiliate in 
respect of which the election is made ends, 


the following information: 
(c) a description of the active business sufficient 
to identify the business, and 


(d) a statement on behalf of each such corpora- 
tion, signed by an authorized official of the cor- 
poration on behalf of which the statement is 
made, that the corporation is electing under sub- 
section (2.1) in respect of the business. 
History: Subsec. 5907(2.6) substituted by P.C. 1989-321, subsec. 
3(10), applicable in respect of elections made under subsec. 
5907(2.1) for 1982 et seq. 
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(2.7) Notwithstanding any other provision of this 
Part, where 


(a) an amount is included in computing the in- 
come or loss from an active business of a particu- 
lar foreign affiliate of a taxpayer for a particular 
taxation year under subparagraph 95(2)(a)(i) or 
(ii) of the Act, and 


(b) the amount included is in respect of an 
amount paid or payable (other than an amount 
paid or payable that is described in clause 
95(2)(a)(ii)(D) of the Act) by another non-resi- 
dent corporation described in subparagraph 
95(2)(a)(i) or (ii) of the Act.or by a partnership of 
which such a corporation is a member, 


the amount (in respect of which an amount was in- 
cluded inthe income or loss from an active business 
of the particular affiliate for the paticular year) paid 
or payable by the non-resident corporation or the 
partnership shall, except where it has been deducted 
under paragraph (2)(j) in computing the non-resident 
corporation’s earnings or loss from an active busi- 
ness, be deducted in computing the earnings or loss 
of the non-resident corporation or the partnership, as 
the case may be, from the active business for its ear- 
liest taxation year in which the amount was paid or 
paybable and shall not be deducted in computing its 
earnings or loss from the active business for any 
other taxation year. 
History: Subsec. 5907(2.7) added by P.C. 1997-1670, subsec. 
8(12), November 20, 1997, Canada Gazette, Part II, December 10, 
1997, applicable to taxation years of a foreign affiliate of a taxpayer 
that begin after 1994, except that 
(a) the subsec. applies to taxation years of a foreign affiliate of 
a taxpayer that end after 1994 where there has been a change in 
the taxation year of the foreign affiliate in 1994 and after Febru; 
ary 22, 1994, unless 
(i) the foreign affiliate had requested that change in the tax- 
ation year in writing before February 22, 1994 from the in- 
come taxation authority of the country in which it was resi- 
dent and subject to income taxation, or 
(ii) the first taxation year of the foreign affiliate that began 
after 1994 began at.a time in 1995: that is earlier than the 
time when that taxation year would have begun if there had 
not been that change in the taxation year of the foreign 
affiliate. 


(2.8). Notwithstanding any other provision of this 
Part, where 


(a) an amount is included. in computing the in- 
come from an active business of a particular for- 
eign affiliate of a taxpayer or a person related to 
the taxpayer for a particular taxation year under 
clause 95(2)(a)(ii)(D) of the Act, and 


(b) the amount. included is in respect of an 
amount of interest paid or payable by another 
non-resident corporation, (in this subsection re- 
ferred to as the “second affiliate’) to which the 
particular affiliate and the taxpayer are related 


the following rules apply: 


(c)' that amount of interest shall be deducted in 
computing the second affiliate’s income or loss, 
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from an active business carried on by it in a coun- 
try in which it is resident and subject to income 
taxation, for its earliest taxation year in which the 
amount was paid or payable, 


(d) the second affiliate is deemed to have carried 
on an active business in a country in which it was 
resident and subject to income taxation for each 
taxation year referred to in paragraph (c) in which 
_ such an active business was not otherwise carried 
on by it, and 


(e) in computing the second affiliate’s income for 
a taxation year from any source, no amount shall 
be deducted in respect of an amount paid or paya- 
ble by it that is referred to in paragraph (c) except 
as is required under that paragraph. 
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as a particular “depreciable asset”) owned 
_ by it that 


(1) was used or held by it in the course 
of carrying on the active business in the 
year, 


(ID) was deemed because of paragraphs 
95(2)(k) and 138(11.91)(e) of the Act 
to ‘have been disposed of at the end of 
the year, and © 


(III) was property in respect of the cost 
of which amounts were, at any time, 
deductible in computing the earnings 
from the active business under subpara- 
graph (a)(i) or (ii) of the definition 
“earnings” in subsection (1) 


History: Subsec. 5907(2.8) added by P.C. 1997-1670, subsec. 
8(12), November 20, 1997, Canada Gazette, Part Il, December 10, 
1997, applicable to taxation years of a foreign affiliate of a taxpayer 
that begin after 1994, except that ate! 


exceeds 


(B) the amount, if any, by which ate cost 
to the affiliate of the particular depreciable 


(a) the subsec. applies to taxation years of'a foreign affiliate of 
a taxpayer that end after 1994 where there has been a change in 
the taxation year of the foreign affiliate in, 1994 and after Febru- 
ary 22, 1994, unless 


(i) the foreign affiliate had requested that change in the tax- 
ation year in writing before February 22, 1994 from the in- 
come taxation authority of the country in which it was resi- 
dent and subject to. income taxation, or 


(ii) the first taxation year of the foreign affiliate that ah 
after 1994 began at a time in 1995 that is earlier than the 
time when that taxation year would have begun if there had 
not been that change in the taxation year of the foreign 
affiliate. 


asset exceeds the total of all amounts each 
of which is an,amount that can reasonably 
be regarded as having. been deducted in re- 
spect of the cost of the particular deprecia- 
ble asset in computing the earnings (as 
would be defined in. subsection (1) if that 
definition were read as if the reference in 
that definition to this subsection did not 
exist) of the affiliate from the active busi- 
ness in the year or in any preceding taxa- 
tion year of the affiliate in which it was a 
foreign affiliate of the corporation or of 


another corporation resident in Canada 
which the corporation was not dealing with 
at arm’s length at any time, and: 


(2.9) In computing the earnings from an active busi- _ 
ness of a foreign affiliate of a corporation resident in 
Canada for the affiliate’s taxation year immediately 
before the particular taxation year of the affiliate re- 
ferred to in paragraph 95(2)(k) of the Act, 


(iii) where, at the end of the year, ‘the ‘affiliate 
was deemed because of paragraphs 95(2)(k) 


(a) there shall be added to the amount determined 
under subparagraph (a)(i) or (ii) of the definition 
“earnings” in subsection (1) after adjustment in 
accordance with subsections (2), (2.1) and (2.2) 
the total of 


(i) the amount, if any, by which the total de- 
termined in respect of the affiliate in clause 
(b)(i)(B) for the year exceeds the total deter- 
mined in respect of the affiliate in clause 
(b)(i)(A) for the year, 


(ii) where, at the end of the year, the affiliate 
was deemed because of paragraphs 95(2)(k) 
and 138(11.91)(e) of the Act to have disposed 
of property owned by it that was used or held 
by it in the course of a carrying on the active 
business in the year, the amount that is the to- 
tal of all amounts each of which ‘is’ the 
amount, if any, by which 


(A) the lesser of the fair market value and 
the cost to the affiliate at the end of the 
year of a capital property (referred to in 
this subparagraph and subparagraph (b)(ii) 


p ho. Pd 


and 138(11.91)(e) of the Act to have disposed 
of property (other than capital property) 

owned by it that was used or held by it in the 
course of carrying on the active business in 
the year, the amount that is the total of all 
amounts each of which is'an amount,.if any, 
by. which the fair market value of such a prop- 
erty exceeds. the cost tothe affiliate of, the 
property at the time that is immediately before 
the end of the year; and 


(b) there shall be deducted from the amount’ de- 
termined under subparagraph (a)(i) or (ii) of the 
definition “earnings” in subsection (1), after ad- 
justment in accordance with subsections (2),, PAD) 
and (2.2) the total OF a 


(i) the amount, if any, by which 


(A) the total of all amounts each of wibich 
is a maximum amount deemed because of 
paragraphs 95(2)(k) and 138(11.91)(d) of 
the Act to have been claimed under sub- 
paragraphs 138(3)(a)(i), (ii) and (iy).and 
paragraphs 20(1)(1) and (1.1) and 20(7)(c) 
of the Act (each of which: provisions is re- 
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ferred to in this subparagraph as a “reserve 
provision’) in the year , 
exceeds 


(B) the total of all amounts each of which 
is an amount actually claimed by the affili- 
ate as a reserve in the year that can reason- 
ably: be considered to be in respect of 
amounts in respect of which a reserve 
could have been claimed under a reserve 

_ provision on the assumption that the affili- 
ate could have claimed amounts in respect 
of the reserye provisions in the year, 


(ii) the amount that is the total of all amounts 
each of which is the amount, if-any, by which 
the amount determined under clause (a)(ii)(B) 
in respect of a particular depreciable asset de- 
scribed in clause (a)(ii)(A) exceeds the fair 
market value of the particular depreciable as- 
set at the end of the year, and 


(i11) where, at the end of the year, the affiliate 
was deemed because of paragraphs 95(2)(k) 
and 138(11.91)(e) of the Act to have disposed 
of propety (other than capital property) owned 
by it that was used or held by it in the course 
‘of carrying on the active business in the year, 
the amount that is the total of all amounts 
each of which is an amount, if any, by which 
the cost to the affiliate of such a property at 
the time that is immediately before the end of 
the year exceeds the fair market value of the 
property at the end of the year. . 
History: Subsec. 5907(2.9) added by P.C, 1997-1670,. subsec. 
8(12), November 20, 1997, Canada Gazette, Part II, December 10, 
1997, applicable to taxation years of a foreign affiliate of a taxpayer 
that begin after 1994, except that _ OR 
(a) the subsec. applies to taxation years of a foreign affiliate of 
a taxpayer that end’after 1994 where there has been.a change in 
the taxation year of the foreign affiliate in 1994 and after Febru- 
ary 22, 1994, unless 
(i) the foreign affiliate had requested that change in the tax- 
ation year in writing before February 22, 1994 from the in- 
come taxation authority of the country in which it was resi- 
dent and subject. to income taxation, or 
(ii)\the.first taxation year of the foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the 
time when that taxation year would have begun if there had 
not been that change in the taxation year of the foreign 
affiliate. 


(3) For the purposes of this Part, any corporation that 
was, on January 1, 1972, a foreign affiliate of a tax- 
payer shall be deemed to have become a foreign af- 
filiate of the taxpayer on that day. 


(4) For the purposes of this Part, “government of a 
country” includes the government of a state, prov- 
ince or other political subdivision of that country. 


(5) For the purposes of this section, each capital gain 
and each capital loss of a foreign affiliate of a tax- 
payer from the disposition of property shall be com- 
puted in accordance with the rules set out in subsec- 
tion 95(2) of the Act and, for the purposes of 
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subsection (6), where any such gain or loss is re- 
quired to be computed in Canadian currency, the 


- amount of such gain or loss shall be converted from 


Canadian currency into the currency referred to in 


- subsection (6) at the rate of exchange prevailing on 
_ the date of disposition of the property. 


History: Subsec. 5907(5) substituted by P.C. 1985-467, subsec. 
4(29), February 14, 1985, Canada Gazette, Part Il, March 6, 1985, 
applicable in respect of dispositions made after November 12, 1981. 


(5.1) Notwithstanding ‘subsection (5) and except as 
provided in subsection (9), where, under the income 
tax law of a country other than Canada that is rele- 
vant in computing the earnings of a foreign affiliate 
of a taxpayer resident in Canada from an active busi- 
ness carried on by it in a country, no gain or loss is 


recognized in respect of a disposition by the affiliate 


of a capital property used or held principally for the 
purpose of gaining or producing income from an ac- 
tive business to a person (in this subsection referred 
to as the “transferee”) that is another foreign affiliate 
of the taxpayer or that is a foreign affiliate of another 
person with whom the taxpayer does not deal at 
arm’s length, for the purposes of this section, 


- (a) the affiliate’s proceeds of disposition of the 

property shall be deemed to be an amount equal 
to the aggregate of the adjusted cost base to the 
affiliate of the property immediately before the 
disposition and any outlays and expenses to the 
extent they were‘made or incurred by the affiliate 
for the purpose of making the disposition; 
(b) the cost to the transferee of the property ac- 
quired from the affiliate shall be deemed to be an 
amount equal to the affiliate’s proceeds of dispo- 
sition, as determined under paragraph (a); and 


(c) the transferee shall be deemed to have. ac- 
quired the property on the date that it was, ac- 
quired by the affiliate. 


| History: Subsec. 5907(5.1) substituted by P.C. 1985-467, subsec. 


4(30), February 14, 1985, Canada Gazette, Part II, March 6, 1985, 
applicable to 1976 ef seq. 

Subsec, 5907(5.1) added by P.C. 1980-503, subsec. 5(6), February 
8,.1980, Canada Gazette, Part II, February 27, 1980, effective in 
respect of 1976 et seq. 


(6) All amounts referred to in subsections (1) and (2) 
shall be maintained on a consistent basis from year 
to year in the currency of the country in which the 
foreign affiliate. of the corporation resident in Can- 
ada is itself resident or such currency, other than Ca- 
nadian currency, as. is reasonable in the 
circumstances. 


Information Circulars: 77-9R: Books, records and other require- 
ments for taxpayers having foreign affiliates. 


(7) For the purposes of this Part, the amount of any 
stock dividend paid by a foreign affiliate of a corpo- 
ration resident in Canada on a share of a class of its 
capital stock shall be deemed to be nil. 


(7.1) Where, at any time in a taxation year of a cor- 
poration resident in Canada, a foreign affiliate of the 
corporation (in this subsection referred to as the 
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“payor affiliate”) pays a dividend on the shares of 
any class of its. capital stock to, the corporation (in 
this subsection referred to as the “particular divi- 
dend”) and as a result of the payment the corporation 
is entitled to a tax credit from the government of the 
country in which the payor affiliate is resident, 


(a) if the particular dividend was paid on or after 
the day on which this subsection comes into 
force, or 


(b) if the particular dividend was paid before the 
day on which this subsection comes into force 
and in a taxation year commencing after 1978 
and the corporation elects in respect of the tax 
credit in its return of income for the 1985, 1986, 
1987, 1988 or 1989 taxation year required to be 
filed pursuant to subsection 150(1) of the Act, 
for the purpose of this Part, the following rules ap- 
ply: 
(c) the tax credit shall be deemed to be a dividend 
paid at that time by the payor affiliate on the 
shares of that class of its capital stock to the 
corporation, 


(d) immediately. before that time there shall be 


added to the exempt surplus of the payor affiliate 
an amount equal to the proportion of the tax 
credit that 


(i) the portion of the particular dividend that 
would, were the corporation not entitled. to the 
tax credit, be: deemed by subsection 5900(1) 
to have been paid out of the payor affiliate’s 
exempt surplus in respect of the corporation 


is of 

(ii) the particular dividend, 
(e) immediately before that time, there shall be 
added to the taxable surplus of the payor affiliate 


an amount equal to the proportion of the tax 
credit that 


(i) the portion of the particular dividend that 


would, were the corporation not entitled to the 
tax credit, be deemed by subsection 5900(1) 
to have been paid out of the payor affiliate’s 
taxable surplus in respect of the corporation 


is of 
(ii) the particular dividend, and 
(f) the foreign tax applicable to the aggregate of 


(i) the portion of the particular dividend deter- 
mined under subparagraph (e)(i), and 


(ii) the portion of any amount deemed to be a 
dividend by virtue of paragraph (c) that is 
deemed by subsection 5900(1) to have been 
paid out of the payor affiliate’s taxable sur- 
plus in respect of the corporation 


shall, notwithstanding paragraph 5900(1)(d), be 
equal to the amount determined under paragraph 
5900(1)(d) in respect of the amount referred to in 
subparagraph (i), less the amount determined 
under paragraph (e). 
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History: Subsec. 5907(7.1) added by P.C, 1989-321, subsec. 3(11), 
March 2, 1989, Canada Gazette, Part II, March 15, 1989, applicable 
for purposes of making computations under Part LIX after March 
15, 1989 and, where the taxpayer so elects in accordance with para. 
5907(7.1)(b), with respect to computations under Part LIX at any 
time commencing after the time immediately prior to the receipt of 
the tax credit specified in the election. : 


(8) For ‘the purposes of computing the various 
amounts referred to in this section, the first taxation 
year of a foreign affiliate formed as a result of a 
merger inthe manner described in subsection 
5905(3) shall be deemed to have commenced at the 
time of the merger, and a taxation year of a prede- 
cessor. corporation (within the meaning assigned by 
subsection 5905(3)) that would otherwise have en- 
ded after the merger shall.be deemed to have ended 
immediately before the merger. 


(9) Where.a foreign affiliate of a taxpayer resident in 
Canada has been dissolved and paragraph 95(2)(e.1) 
of the Act does not apply, for the purpose of comput- 
ing the various amounts referred to in this section, 
the following rules apply: ~ 


(a) where, at a particular time in the course of the 

_-dissolution, all-or substantially all of the property 
owned by the affiliate immediately before that 
time was distributed to the shareholders of the af- 
filiate; the taxation year of the affiliate that other- 
wise would have included the particular time 
shall. be deemed to have ended- immediately 
before the particular time; 


(b) except as provided in paragraph 88(3)(a) and 
subparagraph 95(2)(e)(i) of the Act, 


(i) each property of the affiliate that was dis- 
tributed to the shareholders in the course of 
the dissolution shall be deemed to have been 
disposed of immediately before the end of the 
affiliate’s taxation year deemed to have ended 
by paragraph (a) for proceeds of disposition 
equal to the fair market value thereof immedi- 
ately before the particular time, and 


(ii) each property of the affiliate that was oth- 
erwise disposed of in the course of the disso- 
lution shall be deemed to have been disposed 
of by the affiliate for proceeds of disposition 
equal to the fair market value thereof at the 
time of disposition; and 


(c) except as provided in subparagraph 95(2)(e)() 
of the Act, each property of the dissolved affiliate 
that was disposed of or distributed in the course 
of the dissolution to another foreign affihate of 
the taxpayer resident in Canada shall be deemed 
to have been acquired by that other foreign affili- 
ate at a cost equal to the proceeds of disposition 
of that property to the dissolved affiliate, as de- 
termined in paragraph. (b). aa) 
History: Subsec. 5907(9) substituted by P.C. 1985-467, subsec. 


4(31), February 14, 1985, Canada Gazette, Part I, March 6, 1985, 
applicable. to 1976 et seq.) ; 
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Subsec, 5907(9) substituted by P.C, 1980-503, subsec. 5(7), Febru- 
ary 8, 1980, Canada Gazette, Part II, February 27, 1980, effective in 
respect of 1976 ef seq. 


(10) Where 


(a) the net earnings or net loss for a taxation year 
of a foreign affiliate of a corporation resident in 
Canada from an active business carried on in a 
country other than Canada would ‘otherwise be 
included in the affiliate’s taxable earnings or tax- 
able loss, as the case may be, for the year, 


(b) the rate of the income or profits tax to which 
any earnings of that active business of the affili- 
ate are subjected by the government of that coun- 
try is, by virtue of a special exemption from or 
reduction of tax (other than an export incentive) 
that is provided under a law of such country to 
promote investments or projects in pursuance of a 
program of economic development, less than the 
rate of such tax that would, but for such exemp- 
tion or reduction, be paid by the affiliate, and 


(c) the affiliate qualified for such exemption from 
or reduction of tax in respect of an investment 
made by it in that country before January 1, 1976 
or in respect of an investment made by it or a 
project undertaken by it in that country pursuant 
to an agreement in writing entered into before 
January 1, 1976, 


for the purposes of this Part, such net earnings or net 
loss shall be included in the affiliate’s exempt earn- 
ings or exempt loss, as the case may be, for the year 
and not in the affiliate’s taxable earnings. or taxable 
loss, as the case may be, for the year. 


(11) For the purposes of this Part,.a country is a 
“designated treaty country” for a taxation year of a 
foreign affiliate of a corporation where Canada and 
that country have entered into a comprehensive 
agreement or convention for the elimination of 
double taxation on income that has entered into force 
and has effect for that taxation year of the affiliate 
but, any territory, possession, department, depen- 
dency or area of that country to which that agree- 
ment or convention does not apply is not included in 
that designated treaty country. 


(11.1) For the purpose of subsection (11), where a 
comprehensive agreement or convention between 
Canada and another country for the elimination of 
double taxation on income has entered into force, 
that convention or agreement is deemed to have en- 
tered into force and have effect in respect of a taxa- 
tion year of a foreign affiliate of a corporation any 
day of which is in the period that begins on the day 
on which the agreement or convention was signed 
and that ends on the last day of the last taxation year 
of the affiliate for which the agreement or conven- 
tion is effective. 


(11.2) For the purposes of this Part, a foreign affili- 
ate of a corporation is, at any time, deemed not to be 
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resident in a country with which Canada has entered 
into a comprehensive agreement or convention for 
the elimination of double taxation on income unless 


(a) the affiliate is, at that time, a resident of that 
country for the purpose of the agreement or 
convention; | 


(b) the affiliate would, at that time, be a resident 
of that country for the purpose of the agreement 
or convention if the affiliate were treated, for the 
purpose of income taxation in that country, as a 
body corporate; 


(c) where the agreement or convention entered 
into force before 1995, the affiliate would, at that 
time, be a resident of that country for the purpose 
of the agreement or convention but for a provi- 
sion in the agreement or convention that has not 
been amended after 1994 and that provides that 
the agreement or convention does not apply to the 
affiliate; or 


(d) the affiliate would, at that time, be a resident 
of that country, as provided by paragraph (a), (b) 
or (c) if the agreement or convention had entered 
into force. 


History: Subsec. 5907(11) amended, subsecs. (11.1) and (11.2) ad- 
ded, by P.C. 1997-1670, subsec..8(13), November 20, 1997, Can- 
ada Gazette, Part II, December 10, 1997, applicable to taxation 
years of a foreign affiliate of a corporation that begin after 1995, 
except that, where.the corporation notifies the Minister of National 
Revenue in its return of income for its first taxation year that begins 
after 1994 or for a taxation year in which a dividend was paid by the 
foreign affiliate of its election to have subsections 5907(11) (as 
amended), (11.1) and (11.2) apply to a taxation. year of the foreign 
affiliate of the corporation that begins before 1996, 


(a) the amendment applies to that taxation year and each subse- 
quent taxation year of the foreign affiliate of the corporation; 
and 


(b) any reference in s. 5907 to “country listed in subsection 
(11)” shall be read as “designated treaty country” and any refer- 
ence to “country not listed in subsection (11)” shall be read as 
“country that is not a designated treaty country” for that taxa- 
tion year and those subsequent taxation years of the foreign af- 
filiate of the corporation. 


Subsec. 5907(11) substituted by P.C. 1989-321, subsec. 3(12), 
March 2, 1989, Canada Gazette, Part Il, March 15, 1989, applicable 
to 1982 et seg., except as otherwise noted in the above list. Those 
exceptions comprise additions and deletions made by subsecs. 3(13) 
to, (18) of the said P.C, 1989-321. 


Subsec. 5907(11) amended by P.C. 1980-503, subsecs. 5(8)-(10), 
February 8, 1980, Canada Gazette, Part II, February 27, 1980, ef- 
fective as to paras. (a.1) and (d.1), in respect of 1978 et seq., and as 
to paras. (v) and (w), in respect of 1980 ef seq. 


Subsec: 5907(11) amended by P.C. 1978-589, March 2, 1978, Can- 
ada Gazette, Part Il, March 22, 1978, applicable, as to paras. (a), 
(b.1),.(b.2), (c.1), (e.1), (f.1), (h), (s.1); (aa.1), (aa.2), (aa.3) and 
(ee.1), to 1976 et seg., and as to paras. (u) and (kk), to taxation 
years commencing on or after January 1, 1978. 


(12) For the purposes of paragraph 95(2)(j) of the 
Act, the adjusted cost base to a foreign affiliate of a 
taxpayer of an interest in a partnership at any time ts 
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prescribed to be the cost thereof otherwise deter- 
mined at that time except that 


(a) there shall be added to that cost such of the 
following amounts as are applicable, namely, 


(i) any amount included in the earnings of the 
affiliate for a taxation year ending after 1971 
and before that time that may reasonably. be 
considered to relate. to profits of . the 
partnership, 


(ii) the affiliate’s incomes as described by the 
description of “A” in the definition “foreign 
accrual property income” in subsection 95(1) 
of the Act for a taxation year ending after 
1971 and before that time that can reasonably 
be considered to relate to profits of the 
partnership, 44S 

(iii) any amount included in computing the 
exempt earnings or taxable earnings, as_the 
case may be, of the affiliate for a taxation year 
ending after 1971 and before that time that 
may reasonably be considered to relate to a 
capital gain of the partnership, 


(iv) where the affiliate has, at any time before 
that time and in a taxation year ending after 
1971, made a contribution. of capital. to. the 
partnership otherwise than by way of a loan, 
such part of the amount of the contribution as 
cannot reasonably be regarded as a gift made 
to or for the benefit of any other member of 
the partnership who was related to the affili- 
ate, and 


(v) such portion of any income or profits tax 
refunded before that time by the government 
of a country to the partnership as may reason- 
ably be regarded as tax refunded in respect of 
an amount described in any of subparagraphs 
(b)(i) to (aii), and 

(b) there shall be deducted from that cost such of 

the following amounts as are applicable, namely, 


(i) any amount included in. the loss of the af- 
filiate for a taxation year ending after 1971 
that may reasonably be considered to relate to 
a loss of the partnership, 


(ii) the affiliate’s losses as described by the 

description of D in the definition “foreign ac-- 
crual property income” in subsection 95(1) of 
the Act for a taxation year ending after 1971 

and before that time that can reasonably be 

considered to relate to the losses of the 

partnership, 


(iii) any amount included in computing the 
exempt loss or taxable loss, as the case may 
be, of the affiliate for a taxation year ending 
after 1971 and before that time that may rea- 
sonably be considered to relate to a capital 
loss of the. partnership, 


(iv) any amount received by the affiliate 
before that time and in a taxation year ending~ 
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after 1971 as, on account or in lieu of payment 
of, or in satisfaction of, a distribution of his 
share of the partnership profits or partnership 
capital, and 61 


(v) such. portion of any income or profits tax 
_ . paid before that time to the government of a 
- country by the partnership as may reasonably 
be tegarded as tax paid in respect of an 
amount described in any of subparagraphs 

(a)(i) to (iii), 
and, for greater certainty, where any interest of a for- 
eign affiliate in a partnership was reacquired by the 


affiliate after having been previously disposed of, no 
adjustment that was required to be made under this 


subsection before. such reacquisition shall be made 
under this subsection to the cost to the affiliate of the 
interest..as. reacquired property of the affiliate. 


History: Subparas. 5907(12)(a)(i), (b)Gi) amended by P.C. 1997- 
1670, subsecs. 8(14), (16), November 20, 1997, Canada Gazette, 
Part Il, December'10, 1997, applicable to taxation years of a foreign 
affiliate of a taxpayer that begin after 1994, except that 


(a) the subsec. appliés to taxation years of a foreign affiliate of 

‘a taxpayer that end after 1994 where there has been a change in 
the taxation year of the foreign affiliate in 1994 and after Febru- 
ary 22, 1994, unless 


(i) the foreign affiliate had requested that change in the tax- 
ation year in writing before February 22, 1994 from the in- 
come taxation authority of the country in which it was resi- 
dent and subject to income taxation, or 


(ii) the first taxation year of the foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the 
time when that taxation year would have begun if there had 
not been that change in the taxation year of ‘the foreign 
affiliate. Ge VRE 


The opening words of subpara. (b) amended by P.C. 1997-1670, 
subsec. 8(15), November 20, 1997, Canada Gazette, Part Il, De- 
cember 10, 1997; applicable after November 12, 1981. 


Subsec. 5907(12) added by P.C. 1985-467, subsec. 4(32), February 
14, 1985,°Canada Gazette, Part II, March 6, 1985, effective com- 
mencing November 13; 1981. 3 


(13). For the purpose of subparagraph 128.1(1)(d)Gi) 
of the Act, the amount prescribed to be included in 
the foreign accrual property income of a foreign af- 


filiate of a taxpayer for a taxation year is the amount, 


if any, by which 


(a) the taxable surplus of the affiliate in respect of 
the taxpayer at the end of the year other than the 
affiliate’s net earnings for the year in respect of 
the affiliate’s foreign accrual property income 


exceeds the total of 
(b) the amount determined by the formula | 


“(A —B) x (C- 1) 
where 


A is the total of the underlying foreign tax of the 
affiliate in respect of the taxpayer at the end 
of the year and the amount, to the extent that 
it is not otherwise included in that underlying 
foreign tax, that would have been added to 
that underlying foreign tax if each disposition 
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deemed by paragraph 128.1(1)(b) of the Act 
had been an actual disposition, 


B is the part of the value of A that can reasona- 
bly be considered to relate to the affiliate’s net 
earnings for the year in respect of the affili- 
ate’s foreign accrual property income, and 


Cis the relevant tax factor, as defined in subsec- 
tion 95(1) of the Act, and 


(c) the amount, if any, by which 


(i) the total of all amounts required by para- 
graph 92(1)(a) of the Act to be added at any 
time in a preceding taxation year in comput- 
ing the adjusted cost base to the taxpayer of 
the shares of the affiliate owned by the tax- 
payer at the end of the year 


‘exceeds 


(ii) the total of all amounts required by para- 
graph 92(1)(b) of the Act to be deducted at 
any time in a preceding taxation year in com- 
puting the adjusted cost base to the taxpayer 
of the shares of the affiliate owned by the tax- 
payer at the end of the year. 
History: Subsec. 5907(13) amended by P.C. 1997-1670, subsec. 
8(17), November 20, 1997, Canada Gazette, Part II; December 10, 
1997, applicable after 1992, except that where a corporation elects 
in accordance with paragraph 111(4)(a) of Statutes of Canada, 1994, 
chapter 21, the amendment applies to the corporation from the cor- 
poration’s time of continuation (within the meaning assigned by that 
paragraph). 
Subsec. 5907(13) added by P.C. 1985-467, subsec. 4(32), February 
14, 1985, Canada Gazette, Part II], March 6, 1985, effective com- 
mencing November 13, 1981. 
Interpretation Bulletins: [T-451R: Deemed disposition and ac- 
quisition on ceasing to be or become a registrant in Canada. 


5908. (1), (2) [Repealed] 


History: S. 5908 repealed by P.C. 1997-1670, s. 9, November 20, 
1997, Canada Gazette, Part Il, December 10, 1997, applicable De- 
cember 10, 1997. 


S. 5908 added by P.C. 1985-467, s. 5, February 14, 1985, Canada 
Gazette, Part II, March 6, 1985. 


5909. Prescribed circumstances — For the pur- 
poses of subparagraph 94(1)(b)G) of the Act, prop- 
erty shall be considered to have been acquired in 
prescribed circumstances where it is acquired by vir- 
tue of the repayment of a loan. 

History: S. 5909 added by P.C. 1989-321, s. 4, March 2, 1989, 
Canada Gazette, Part Il, March 15, 1989, applicable after October 
29, 1985. 


Part LX — Prescribed 
Activities 


History: Part LX (s. 6000) replaced by P.C. 1995-1723, s. 1, Octo- 
ber 17, 1995, Canada Gazette, Part. Il, November 1, 1995, applica- 
ble to 1994 et seq. 


Part LX (s. 6000) added by P.C. 1978-1003, s. 5, April 6, 1978, 
Canada Gazette, Part II, April 26, 1978. 
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6000. For the purpose of clause 122.3(1)(b)(i)(C) of 
the Act, a prescribed activity is an activity performed 
under contract with the United Nations. 


Part LXI — Related 
Segregated Fund Trusts 


History: Part LXI (s. 6100) added by P.C. 1978-2671, August 23, 
1978, Canada Gazette,-Part II, September 13, 1978. 


6100. An election under subsection 138.1(4) of the 
Act by the trustee of a related segregated fund trust 
shall be made. by filing with the Minister the pre- 
scribed form within 90 days from the end of the tax- 
ation year of the trust in respect of any capital prop- 
erty deemed to have been disposed of in that taxation 
year by virtue of the election. 

Forms: T3018: Election for deemed disposition and reacquisition 
of capital property of a life insurance segregated fund under subsec- 
tion J38.1(4). 


Part LXli — Prescribed 
Securities and Shares 


History: Heading to Part LXII amended by P.C. 1980-423, s. 1, 
February 8, 1980, Canada Gazette, Part II, February 27, 1980, ef- 
fective December 6, 1979. 


Part LXII (s. 6200) added by P.C. 1978-3729, December 14, 1978, 
Canada Gazette, Part Il, December 27, 1978, applicable in respect 
of dispositions of property in the 1977 and subsequent taxation 
years. 


6200. Prescribed securities — For the purposes 
of subsection 39(6) of the Act, a prescribed security 
is, with respect to the taxpayer referred to in subsec- 
tion 39(4) of the Act, 


(a) a share of the capital stock of a corporation, 
other than a public corporation, the value of 
which is, at the time it is disposed of by that tax- 
payer, a value that is or may reasonably be con- 
sidered to be wholly or primarily attributable to 


(i) real property, an interest therein or an op- 
tion in respect thereof, 


(i1) Canadian resource property or a property 
that would have been a Canadian resource 
property if it had been acquired after 1971, 


(iii) foreign resource property or a property 
that would have been a foreign resource prop- 
erty if it had been acquired after 1971, or 


(iv) any combination of properties described 
in subparagraphs (i) to (ili) 

owned by 
(v) the corporation, 
(vi) a person other than the corporation, or 
(vii) a partnership; 


(b) a bond, debenture, bill, note, mortgage or sim- 
ilar obligation, issued by a corporation, other than 
a public corporation, if at any time before that 
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taxpayer disposes of the security he does not deal 
at arm’s length with the corporation; 


(c) a security that is 
(i) a share, or 


(ii) a bond, debenture, bill, note, mortgage or 
similar obligation, © | 


that was acquired by that taxpayer in a transac- 
tion 
(iii) in which that taxpayer was not dealing at 
arm’s length, or 
(iv) to which the provisions of subsection 
85(1) or (2) of the Act applied; 
(d) a share acquired by that taxpayer under cir- 
cumstances referred to in section 66.3 of the Act; 
or 


(e) a security that is 
(i) a share, or 


(ii) a bond, debenture, bill, note, mortgage or 
similar obligation, 
that was acquired by that taxpayer : 
(iii) as proceeds of disposition for, or 
(iv) as a result of one or more transactions that 


may reasonably be considered to have been an 
exchange or substitution of the security for, 


a security described in any of paragraphs (a) to 
(d). 
History: Para. 6200(b), subpara. 6200(c)(ii), subpara. 6200(e)(ii), 
amended by P.C. 1994-1817, paras. 62(g) to (i), November 1, 1994, 
Canada Gazette, Part Il, November 30, 1994. 
That portion of s, 6200 preceding para. (b) substituted by P.C. 1981- 
2517, September 16, 1981, Canada Gazette, Part Il, October .14, 
1981. 


Interpretation Bulletins: [T-479R: Transactions in securities. 


6201. Prescribed shares — (1) For the purposes 
of paragraph (f) of the definition “term preferred 
share” in subsection 248(1) of the Act, a share last 
acquired before June 29, 1982 and of a class of the 
capital stock of a corporation that is listed on a stock 
exchange referred to in section 3200 is a prescribed 
share unless. more than 10 per cent of the issued and 
outstanding shares of that class are owned by 


(a) the owner of that share; or 


(b) the owner of that share and persons related to 
him. 


(2) For the purposes of paragraph (f) of the defini- 
tion “term preferred share” in subsection 248(1) of 
the Act, a share acquired after June 28, 1982 and of a 
class of the capital stock of a corporation that is 
listed on a stock exchange referred to in section 3200 
is a prescribed share at any particular time with re- 
spect to another corporation that receives a dividend 
at the particular time in respect of the share unless 


(a) where the other. corporation. is a restricted  fi- 
nancial institution, 
(i) the share is not a taxable preferred share, 
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(ii) dividends (other than dividends: received 
on shares prescribed under subsection (5)) are 
received at the particular time by.the other 
corporation or by the other corporation and re- 
stricted financial institutions with which the 
other corporation does not deal at. arm’s 
length, in respect of more than 5 per cent of 
the issued and outstanding shares of that class, 
and this 
(iii). a dividend is received at the particular 
time by the other corporation ora. restricted 
financial institution with which the other cor- 
poration does not deal. at arm’s length, in re- 
spect of a share (other than a share prescribed 
under subsection (5)) of that class acquired af- 
ter December 15, 1987 and before the particu- 
lar time; 


(b) where the other corporation is a restricted fi- 
nancial institution, the share’ 


(i) is not a taxable preferred share, 


(ii) was acquired after December 15, 1987 and 

before the particular time, and 

(iii) was, by reason of subparagraph: (h)(), 

(ii), (iii) or (v) of the definition “term. pre- 

ferred share” in subsection 248(1). of the Act, 

deemed to have been issued after December 

15, 1987 and before the particular time; or 
(c) in any case, dividends (other than dividends 
received on shares prescribed under subsection, 
(5)) are received at the particular time by the 
other corporation or by, the other corporation and 
persons with whom the other corporation. does 
not deal at arm’s length in respect of more than 
10 per cent of the issued and outstanding shares 
of that class. 


(3) For the purposes of paragraph 112(2.2)(g) of the 
Act and paragraph (f) of the definition “term.pre-. 
ferred share” in subsection 248(1) of the Act, a share 
of any of the following series of preferred shares of 
the capital stock of Massey-Ferguson Limited issued 
after July 15, 1981 and before March) 23, 1982.1s a 
prescribed share: 

(a) $25 Cumulative Redeemable Retractable 

Convertible Preferred Shares; Series Cy. — 229 


(b) $25 Cumulative Redeemable Retractable Pre- 
ferred Shares, Series D; or o DACUIGZATG 


(c) $25 Cumulative Redeemable Retractable 
Convertible Preferred Shares, Series E. © © 


(4) For the purposes of the definition “taxable RFI 
share” in subsection 248(1) of the Act, a share of a 
class of the capital. stock of a corporation that is 
listed on a stock exchange referred to in section 3200 
is a prescribed share at any particular time with re- 
spect to another corporation that is a restricted finan- 
cial institution that receives a dividend at the particu- 
lar time in respect of the share unless dividends 
(other than dividends received on shares prescribed 
under subsection (5.1)) are received at that time by 
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the other corporation, or by the other corporation and 
restricted financial institutions with which the other 
corporation does not deal at arm’s length, in respect 
of more than 


(a) 10 per cent of the shares of that class that 
were issued and outstanding at the last time, 
before the particular time, at which the other cor- 
poration or a restricted financial institution with 
which the other corporation does not deal at 
arm’s length acquired a share of that class, where 
no dividend is received at the particular time by 
any such corporation in respect of a share (other 
than a share prescribed under subsection (5.1)) of 
that class acquired after December 15, 1987 and 
- before the particular time; or 


(b) 5 per cent of the shares of that class that were 
issued and outstanding at the last time, before the 
particular time, at which, the other corporation or 
a restricted financial institution with which the 
other corporation does not deal at arm’s length 
acquired a share of that class, where a dividend is 
received at the particular time by any such corpo- 
ration in respect of a share (other than a share 
_prescribed under subsection (5.1)) of that class 
acquired after December 15, 1987 and before the 
particular time. 


(5) For the purposes of paragraph (f) of the defini- 
tion “term preferred share” in subsection 248(1) of 
the Act, a share ofa class of the capital stock of a 
corporation that is listed on a stock exchange re- 
ferred to in section 3200 is a prescribed share at any 
particular time with respect to another corporation 
that is registered or licensed under the laws of a 
province to trade in securities and that holds the 
share as inventory of the business ordinarily carried 
on by it unless 


aiy cated om by 
by a requirement ¢ 
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(a) it may reasonably be considered that the share 
was acquired as part of a series of transactions or 
events one of the main purposes of which was to 
avoid or limit the application of subsection 
LIZ 2). 0f thesAck or. 7 


(b) the share was not acquired by the other corpo- 
_ ration in the course of an underwriting of shares 
of that class to be distributed to the public and 


(i) dividends are received at the particular 
time by the other corporation or by the other 
corporation and corporations controlled by the 
other corporation in respect of more than 10 
per cent of the issued and outstanding shares 
of that class, PND 


(ii) the other corporation is a restricted finan- 
cial institution and — . 


(A) the share is not a taxable preferred 
share, 


(B) dividends are received at the particular 
time by the other corporation or by the 
other corporation and corporations con- 
trolled by the other corporation in respect 
of more than 5 per cent of the issued and 
outstanding shares of that class, and 


(C) a dividend is received at the particular 
time by the other corporation or a corpora- 
tion controlled by the other corporation in 
respect of a share of that class acquired af- 
ter December 15, 1987 and before the par- 
ticular time, or 


(iii) the other corporation is a restricted finan- 
cial institution and the share 


(A) is not a taxable preferred share, 


(B) was acquired after December 15, 1987 
and before the particular time, and 


(C) was, by reason of subparagraph (h)(i), 
(ii), (iii) or (v) of the definition “term pre- 
ferred share” in subsection 248(1) of the 
Act, deemed to have been issued after De- 
cember 15, 1987 and before the particular 
time. 


(5.1) For the purposes of the definition “taxable RFI 
share” in subsection 248(1) of the Act, a share of a 
class of the capital stock of a corporation that is 
listed on a stock exchange referred to in section 3200 
is a prescribed share at any particular time with re- 
spect to another corporation that is registered or li- 
censed under the laws of a province to trade in secur- 
ities and that holds the share as inventory of the 


jn the course of the business ordina- 


business ordinarily carried on by it unless 
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(a) it may reasonably be considered that the share 
was acquired as part of a series of transactions or 
events one of the main purposes of which was to 
avoid or limit the application of section 187.3 of 
the Act; or 


(b) the share was not acquired by the other corpo- 
ration in the course of an underwriting of shares 
of that class to be distributed to the public and 


(i) dividends are received at the particular 
time by the other corporation, or by the other 
corporation and corporations controlled by the 
other corporation, in respect of more than 10 
per cent of the shares of that class issued and 
outstanding at the last time before the particu- 
lar time at which any such corporation ac- 
quired a share of that class, 


(ii) the other corporation is a restricted finan- 
cial institution and 


(A) dividends are received at the particular 
time by the other corporation, or by the 
other corporation and corporations con- 
trolled by the other corporation, in respect 
of more than 5 per cent of the shares of 
that class issued and outstanding at the last 
time before the particular time at which 
any such corporation acquired a share of 
that class, and 


(B) a dividend is received at the particular 
time by the other corporation, or a corpora- 
tion controlled by the other corporation, in 

_ respect of a share of that class acquired af- 
ter December 15, 1987 and before the par- 
ticular time, or 


(iii) the other corporation is a restricted finan- 
cial institution and the share 


(A) was acquired after December 15, 1987 
and before the particular time, and 


(B) was, because of subparagraph (h)(), 
(ii), (ii1) or (v) of the definition “term pre- 
ferred share” in subsection 248(1) of the 
Act, deemed to have been issued after De- 
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cember 15, 1987 and before the anni 
time. 


(6) For the purposes of paragraph (f) of the defini- 
tion “term preferred share’ in subsection 248(1) of 
the Act, a share of the capital stock of a corporation 
that is a member institution of a deposit insurance 
corporation, within the meaning assigned by section 
137.1 of the Act, is a prescribed share with respect to 
the deposit insurance corporation and any subsidiary 
wholly-owned corporation of the deposit insurance 
corporation deemed by subsection 137.1(5.1) of the 
Act to be a deposit insurance corporation. 


(7) For the purposes of the definition “taxable pre- 
ferred share” in subsection 248(1) of the Act, the fol- 
lowing shares are prescribed shares at any particular 
time: | 


(a) the 8.5 per cent Cumulative Redeemable Con- 
vertible Class A Preferred Shares of St. Marys 
Paper Inc. issued on July 7, 1987, where such 
shares are not deemed, by reason of paragraph (e) 
of the definition “taxable preferred share” in sub- 
section 248(1) of the Act, to have been issued af- 
ter that date and before the particular time; and 


(b) the Cumulative Redeemable Preferred Shares 
of CanUtilities Holdings Ltd. issued before July 
1, 1991, unless the amount of the consideration 
for which all such shares were issued exceeds 
$300,000,000 or the patticulas time is after July 
1, 2001. 


(8) For the purposes of paragraph 112(2.2)(d) of the 
Act, paragraph (i) of the definition “short-term pre- 
ferred share”, the definition “taxable preferred 
share” and paragraph (f) of the definition “term pre- 
ferred share” in subsection 248(1) of the Act, the Ex- 
changeable Preference Shares of Canada Cement 
Lafarge Ltd. (in this subsection referred to as the 
“subject shares”), the Exchangeable Preference 
Shares of Lafarge Canada Inc. and the shares of any 
corporation formed as a result of an amalgamation or 
merger of Lafarge Canada Inc. with one or more 
other corporations are prescribed shares at any par- 
ticular time where the terms and conditions of such 
shares at the particular time are the same as, or sub- 
stantially the same as, the terms and conditions of 
the subject shares as of June 18, 1987 and, for the 
purposes of this subsection, the amalgamation or 
merger of one or more corporations with another 
corporation formed as a result of an amalgamation or 
merger of Lafarge Canada Inc. with one or more 
other corporations shall be deemed to be an amalga- 
mation of Lafarge Canada Inc. with another 
corporation. 


(9) For the purposes of determining under subsec- 
tions (2), (4), (5) and (5.1) the time at which a share 
of a class of the capital stock of a corporation was 
acquired by a taxpayer, shares of that class acquired 
by the taxpayer at any particular time before a dispo- 
sition by the taxpayer of shares of that class shall be 
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deemed to have been disposed. of before shares of 
that class acquired by the taxpayer before that partic- 
ular time. 


(10) For the purposes of subsections (2), (4), (5) and 
(5.1) and this subsection, 


(a) where a taxpayer is a beneficiary of a trust 
and an amount in respect of the beneficiary has 
been designated by the trust in a taxation year 
pursuant to subsection 104(19) of the Act, the 
taxpayer shall be deemed to have received the 
amount so designated at the time it was received 
by the trust; and 


(b) where a taxpayer is a member of a partnership 
and a dividend has been received by the partner- 
ship, the taxpayer’s share of the dividend shall be 
deemed to have been received by the taxpayer at 
the time the dividend was received by the 
partnership. 


(11) For the purposes of subsections (2), (4), (5) and 

(5.1), . | 
(a) a share of the capital stock of a corporation 
acquired by a person after December 15, 1987 
pursuant to an agreement in writing entered into 
before December 16, 1987 shall be deemed to 
have been acquired by that person before Decem- 
ber 16, 1987; 


(b) a share of the capital stock of a corporation 
acquired by a person after December 15, 1987 
and before July, 1988 as part of a distribution to 
the public made in accordance with the terms of a 
prospectus, preliminary prospectus, registration 
statement, offering memorandum or notice filed 
before December 16, 1987 with a public authority 
~ pursuant to and in accordance with the securities 
legislation of the jurisdiction in which the shares 
were distributed shall be deemed to have been ac- 
quired by that person before December 16, 1987; 


(c) where a share that was owned by a particular 
restricted financial institution on December 15, 
1987 has, by one or more transactions between 
related restricted financial institutions, been 
transferred. to-another restricted financial institu- 
tion, the share shall be deemed to have been ac- 
quired by.the other restricted financial institution 
before that date and after June 28, 1982 unless at 
any particular time after December 15, 1987 and 
before the share was transferred to the other re- 
stricted financial institution the share was owned 
by a shareholder who, at that particular time, was 
a person other than a restricted financial institu- 
tion related to the other restricted financial insti- 
tution; and 
(d),where at any particular time there has been an 
amalgamation (within the meaning assigned by 
section 87 of the Act) and 
(i) each of the predecessor corporations 
(within. the meaning assigned by section 87 of 
the Act) was a restricted financial institution 
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throughout the period beginning December 
16, 1987 and ending at the particular tume and 
the predecessor corporations were related to 
each other throughout that period, or 


(ii) each of the predecessor corporations and 
the new corporation (within the meaning as- 
signed by section 87 of the Act) is a corpora- 
tion described in any of paragraphs (a) to (d) 
of the definition “restricted. financial institu- 
tion” in subsection 248(1) of the Act, 


a share acquired by the new corporation from a 
predecessor corporation on:the amalgamation 
shall be deemed to have been acquired by the 
new corporation at the time it was acquired by 
the predecessor corporation. 


History: Subsec. 6201(4), the portion of subsec. 6201(5) before 
para. (b), subsec. 6201(9), the opening words of subsecs. 6201(10) 
and (11) amended, subsec. 6201(5:1) added, by P.C. 1995-1198, s. 
1, July 26, 1995, Canada Gazette, Part II, August 9, 1995,.applica- 
ble to dividends received after December 20, 1991. 

Subsec. 6201(2) was. substituted, and subsecs. 6201(4) to-(11) sub- 
stituted for former. subsec. (4), by. P.C. 1989-1565, s..4, August 14, 
1989, Canada Gazette, Part Il, August 30, 1989, applicable after 
June 18, 1987. : 

That. portion of subsec. 6201(2) following para. (b) substituted by 
1986-2590, s. 16, November 20, 1986, Canada Gazette, Part II, De- 
cember 10, 1986, effective June 29, 1982. 

That portion of subsec. 6201(3) preceding para. (a) substituted by 
P.C. 1985-2860, s. 1, September 26, 1985, Canada Gazette, Part Il, 
October 16, 1985, effective July 16, 1981. 


S. 6201 substituted by P.C. 1984-3789, s. 16, November 29, 1984, 
Canada Gazette, December 12, 1984,-applicable as follows: sub- 
secs. (1) and (2) effective commencing June 29, 1982; ‘subsec. (3) 
effective commencing July 16, 1981; subsec. (4) effective, com- 
mencing November 13, 1981. 

S. 6201 added by P.C. 1980-423, s.:2, February 8, 1980, Canada 
Gazette, Part II, February 27, 1980, effective December 6, 1979. 


6202. (1) For the purposes of paragraph 66(15)(d.1) 
[66(15)“flow-through share”] and subparagraphs 
66.1(6)(a)(v) [66.1(6)*Canadian exploration ex- 
pense” (i)], 66.2(5)(a)(v) [66.2(5)“Canadian develop- 
ment expense”(g)] and 66.4(5)(a)(ili) [66.4(5)“Cana- 
dian oil and gas property expense”(c)| of the Act, a 


share of a class of the capital stock of a corporation 


(in this section referred to as the “issuing corpora- 
tion”) is a prescribed share if it was issued after De- 
cember 31, 1982. and 


(a) the issuing corporation, any person related to 
the issuing corporation or of whom the issuing 
corporation has effective management or control 
or any partnership or trust of which the issuing 
corporation or.a person related thereto is a mem- 
ber or beneficiary (each of which is referred to in 
this section as a “member of the related issuing 
group”) is or may’ be required to redeem, acquire 
or cancel, in whole or in part, the share or to re- 
duce its paid-up capital at any time within five 
years from the date of its issue, 

(b) a member of the related issuing group pro- 
vides or may be required to provide any form of 
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(m.1) an excluded obligation in relation to a share 
of a class of the capital stock of the issuing cor- 
poration and an obligation that would be an ex- 
cluded obligation in relation’ to the share if the 
share had been issued after June 17, 1987, shall 
be deemed not to be a guarantee, security or simi- 
lar indemnity with respect to the shate for the 
purposes of paragraph (b); ; 


(n) a guarantee, security or similar indemnity re- 
ferred to in paragraph (b) shall, for greater cer- 
tainty, not be considered to take effect within five 
years from the date of issue of a share if the ef- 
fect of the guarantee, security or indemnity is to 
provide that a member of the related issuing 
group will be able to redeem, acquire or cancel 
the share at a time that is not within five years 
from the date of issue of the share; and 


(0) where an expense is incurred partly in consid- 
eration for shares (referred to in this section as 
“first corporation shares”) of the capital stock of 
one corporation and partly in consideration for an 
interest in, or’right to, shares’ (referred to in this 
paragraph as “‘second corporation shares”) of the 
capital stock of another corporation, in determin- 
ing whether the second corporation shares are 
prescribed shares, the, references. in, paragraphs 
(a), (d) and (e) to “date of its issue” shall be read 
as “date of the issue of the first corporation 
shares”. . 


(2) For the purposes of paragraph 66(15)(d.1) 
[66(15)“flow-through share”] of the Act, subsection 
(1) does not apply in respect of a share of the capital 
stock of an issuing corporation that is a new share. 
History: That portion of subsec. 6202(1) preceding para. (a) 
amended by P.C. 1990-51, subsec. 1(1), January 18, 1990, Canada 
Gazette, Part Il, January 31, 1990, applicable in respect of shares 
issued after February 1986. 


Para. 6202(1)(m.1) added by subsec. 1(2) of the said P.C. 1990-51, 
applicable in respect of shares issued after December 31, 1982. 


Subsec. 6202(2) added by subsec. 1(3) of the said P.C. 1990-51, 
applicable in respect of shares issued after June 1ST? 


S. 6202 added by P.C. 1985-465, s. 16, February 14, 1985, Canada 
Gazette. Part II, March 6, 1985, applicable with respect to shares 
issued after December 31, 1982. 


6202.1 (1) For the purposes of paragraph 66(15)(d.1) 
[66(15)“flow-through share’’] of the Act, anew share 
of the capital stock of a corporation is a prescribed 
share if, at the time it is issued, 


(a) under the terms or conditions of the share or 
any agreement in respect of the share or its issue, 


(i) the amount of the dividends that may be 
declared or paid on the share (in this section 
referred to as the “dividend entitlement”) may 
reasonably be considered to be, by way of a 
formula or otherwise, 


(A) fixed, ; 
(B) limited to a maximum, or 
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(C) established to be not less than a mini- 
mum (including any amount determined 
on a cumulative basis), where with respect 
to the dividends that may be declared or 
paid on the share there is a preference over 
any other dividends that may be declared 
or paid on any other share of the capital 
stock of the corporation, 


(ii) the amount that the holder of the share is 
entitled to receive in respect of the share on 
the dissolution, liquidation or winding-up of 
the corporation, on a reduction of the paid-up 
capital of the share or on the redemption, ac- 
quisition or cancellation of the share by the 
corporation or by specified persons in relation 
to the corporation (in this section referred to 
as the “liquidation entitlement”) may reasona- 
bly be considered to be, by way.of a formula 
or otherwise, fixed, limited to a maximum or 
established to be not less than a minimum, 


(iii) the: share is convertible or exchangeable 
into another security issued by the corporation 
unless | 


(A) it is convertible or exchangeable only 
into . 
(1) another share of the corporation 
‘that, if issued, would not be a pre- 
scribed share, 


(II) a right, including a right conferred 
by a warrant that, if exercised, would 
allow the person exercising it to acquire 
only a share of the corporation that, if 
issued, would not be a prescribed share, 
or 


(IIL) both a share described in subclause 
(1) and a right or warrant described in 
subclause (II), and» 


(B) all the consideration receivable by the 
holdér on the conversion or exchange of 
the share is the share described in sub- 
clause (A)(I) or the right or warrant de- 
scribed in subclause (A)(II), or both, as the 
case may be, or 


(iv) the corporation has, either absolutely or 
contingently, an, obligation to reduce, or any 
person or partnership has, either absolutely or 
contingently, an obligation to cause the corpo- 
ration to reduce, the paid-up capital in respect 
of the share (other than pursuant to a conver- 
sion or exchange of the share, where the right 
to so convert or exchange does not cause the 
share to be a prescribed share under subpara- 
graph (iii); 

(b) any person or partnership has, either abso- 

lutely or contingently, an obligation (other than 

an excluded obligation in relation to the share) 


(i) to provide assistance, 
(ii) to make a loan or payment, 
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(iii) to transfer property, or 
(iv) otherwise to confer a benefit by any 


means whatever, gaily Scie the payment of a 
dividend, 


either immediately or in the future, that may rea- 
sonably be considered to be, directly or indi- 
rectly, a repayment or return by the corporation 
or a specified person in relation to the corporation 
of all or part of the consideration for which the 
share was issued or for which a partnership inter- 
est was issued in a a partnership i acquires the 
share; 


(c) any person or partnership has, either abso- 
lutely or contingently, an obligation (other than 
an excluded obligation in relation to the share) to 
effect any undertaking, either immediately or in 
the future, with respect to the share or the agree- 
ment under which the share is issued (including 
any guarantee, security, indemnity, covenant or 
agreement and including the lending of funds to 
or the placing of amounts on deposit with, or on 
behalf of, the holder of the share or, where the 
holder is a partnership, the members thereof or 
specified persons in relation to the holder or the 
members of the partnership, as the case may be) 
that may reasonably be considered to have been 
given to ensure, directly or indirectly, that 


(i) any loss that the holder of the share and, 
where the holder is a partnership, the mem- 
bers thereof or specified persons in relation to 
the holder or the members of the partnership, 
as the case may be, may sustain by reason of 
the holding, ownership or disposition of the 
share or any other property is limited in any 
respect, or 


(ii) the holder of the share and, where the 
holder is a partnership, the members thereof 
or specified persons in relation to the holder 
or the members of the partnership, as the case 
may be, will derive earnings, by reason of the 
holding, ownership or disposition of the share 
or any other property; 


(d) the corporation or a specified person in rela- 
tion to the corporation may reasonably be ex- 
pected 


(i) to acquire or cancel the share in whole or 
in part otherwise than on a conversion or ex- 
change of the share that meets the conditions 
set out in clauses (a)(ili)(A) and (B), 


(ii) to reduce the paid-up capital of the corpo- 
ration in respect of the share otherwise than 
on a conversion or exchange of the share that 
meets the conditions set out in clauses 
(a)(i1i)(A) and (B), or 


(iii) to make a payment, transfer or other pro- 
vision (otherwise than pursuant to an excluded 
obligation in relation to the share), directly or 
indirectly, by way of a dividend, loan, 
purchase of shares, financial assistance to any 


Income Tax Regulations 


purchaser of the share or, where the purchaser 
isa partnership, the members thereof or in any 
other manner whatever, that may reasonably 
be considered to. be a repayment or return of 
all or part of the consideration for which the 
share was issued or for which a partnership in- 

_terest was issued in a partnership that acquires 
the share, 


within 5 years after the date the share 1s ‘ Assued, 
otherwise than as a consequence of an amalgama- 
tion of a subsidiary. wholly-owned corporation, a 
winding-up of a subsidiary wholly-owned corpo- 
ration to which subsection 88(1,) of the Act ap- 
__ plies or the payment of a dividend by a subsidiary 
wholly-owned corporation to its parent; 


(e) any person or partnership can reasonably be 
expected to effect, within 5 years after the date 
the share is issued, any undertaking which, if it 
were in effect at the time the share was issued, 
would result in the share being a prescribed share 
by reason of paragraph (c); or 

' (f) it may reasonably be expected that, within 5 
years after the date the share is issued, 


(i) any of the terms or conditions of the share - 
or any existing agreement relating to the share 
or its issue will thereafter be modified, or 


(ii) any new agreement relating to the share or 
its issue will be entered into, 


in such a manner that the share would be a pre- 
scribed share if it had been issued at the time of 
the modification or at the time when the new 
agreement is entered into. 


(2) For the purposes of paragraph 66(15)(d.1) 
[66(15)“flow-through share”’] of the Act, a new share 
of the capital stock of a corporation is a prescribed 
share if 


(a) the consideration for which the share is to be 
issued is to be determined more than 60 days af- 
ter entering into the agreement pursuant to which 
the share is to be issued; 


(b) the corporation or a specified person in rela- 
tion to the corporation, directly or indirectly, 


(i) provided assistance, 

(ii) made or arranged for a loan or payment, 
(iii) transferred property, or be-nchs 

(iv) otherwise conferred a benefit by any 


means whatever, including the payment of a 
dividend, 


for the purpose of assisting any person or partner- 
ship in acquiring the share or any person or part- 
nership in acquiring an interest ‘in a partnership 
acquiring the share (otherwise than by reason of 
an excluded obligation in relation to the share); or 


(c) the holder of the share or, where the holder is 
a partnership, a member thereof, has a right under 
any agreement or arrangement entered into under 
circumstances where it is reasonable to consider 
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that the agreement or arrangement was contem- 
_ plated at or before the time when the agreement 
to issue the share was entered into, 


(1) to dispose of the share, and 


(11) through a transaction or event or a series 
of transactions or events contemplated by the 
agreement or arrangement, to acquire a ‘share 
(referred to in this paragraph as the “acquired 
share’) of the capital stock of another corpo- 
ration that would be a prescribed share under 
subsection (1) if the acquired share were is- 
» sued-at the time the share was issued, other 
than a share that would not be a prescribed 
share if subsection (1) were read without ref- 
erence to subparagraphs (a)(iv) and (d)(i) and 
(ii) thereof where the acquired share is a share 


(A) of a mutual fund corporation, or 


(B) of a corporation that becomes a mutual 
fund corporation ‘within 90 days after the 
acquisition of the acquired share. 


(3) For the purposes of subsection (1), 


(a) the dividend entitlement of a share of the cap- 
ital stock of a corporation shall be deemed not to 
be fixed, limited to a maximum or established to 
be not less than. a minimum where all dividends 
on the share are determined solely by reference to 
a multiple or fraction of the dividend entitlement 
of another share of the capital stock of the corpo- 
ration; or of another corporation that controls the 
corporation, where the, dividend entitlement of 
that other share.is not described in subparagraph 
(1)(a)Q@); and | 

(b) the liquidation entitlement of a share of the 
capital stock of a corporation shall be deemed not 
to be fixed, limited to a maximum or established 
to be not less than a minimum where all the liqui- 
dation entitlement is determinable solely by refer- 
ence to the liquidation entitlement of another 
share of the capital stock of the corporation, or of 
another corporation that, controls the corporation, 
where the liquidation entitlement of that other 
share is not described in subparagraph (1)(a)(ii). 


(4) For-the purposes of paragraphs (1)(c) and (e), an 
agreement entered into between the first holder of a 
share and another: person or partnership for the sale 
of the share to that other person or partnership for its 
fair market value at the time the share is acquired by 
the other person or partnership (determined without 
regard to the agreement) shall be deemed not to be 
an undertaking with respect to the share. 


(5) For the purposes of section 6202 and this section, 
“excluded obligation”, in relation to a share issued 
by a corporation, means : 

(a) an obligation of the corporation 


(i) with respect. to eligibility for, or the 
amount of, any assistance under the Canadian 
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Exploration:and Development Incentive Pro- 
gram Act, the Canadian Exploration Incentive 
Program Act, the Ontario Mineral Explora- 
tion Program Act, 1989, Statutes of Ontario 
1989, c. 40, or the Mineral Exploration Incen- 
tive Program Act (Manitoba), Statutes of 
Manitoba 1990-91, c. 45, or 


(ii) with respect to the making of an election 

respecting such assistance and the flowing out 
_ of such assistance to the holder of the share in 

accordance with any of those Acts, and 


(b) an obligation of any person or partnership to 
effect an undertaking to indemnify a holder of the 
share or, where’ the holder isa partnership, a 
member thereof, for an amount not exceeding the 
amount of any tax payable under the Act or the 
laws of a province by the holder or the member 
of the partnership, as the case may be, as a conse- 
quence of 99 


(i) the failure of the corporation to renounce 
an amount to the holder in respect of the 
share, or 


(ii) a reduction, pursuant to subsection 
66(12.73). of the Act, of an amount renounced 
to the holder in respect of the share; 


“new share” means a share of the capital stock of a 
corporation issued after June 17, 1987, other than a 
share issued at a particular time before 1989 


(a) pursuant to an agreement in writing entered 
into before June 18, 1987, 


(b)-as part of a distribution of shares to the public 
made in accordance with the terms of a prospec- 
tus, preliminary prospectus, registration state- 
ment, offering memorandum or notice, required 
by law to be filed before distribution of the shares 
begins, filed before June 18, 1987 with a public 
authority in Canada in accordance with the secur- 
ities legislation of the province in which the 
shares were distributed, or 
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(c) to a partnership in which interests were issued 
as part of a distribution to the public made in ac- 
cordance with the terms of a prospectus, prelimi- 
nary prospectus, registration ‘statement, offering 
memorandum or notice, required by law to be 
filed before distribution of the interests begins, 
filed before June 18, 1987 with a public authority 
in Canada in accordance with the securities legis- 
lation of the province in which the interests were 
distributed, where all interests in the partnership 
issued at or before the particular time were issued 
as part of the distribution or prior to the begin- 
ning of the distribution; 


“specified person’, in relation to any particular per- 
son, means another person with whom the particular 
person does not deal at arm’s length or any partner- 
ship or trust of which. the particular person or the 
other person. is a member or beneficiary, 
respectively. 7 


Related. Provisions: ITA 96(2.2)(d)(vii) — Exclusion from lim- 
ited partnership at-risk rules; ITA 143.2(3)(b)(iv) — Exclusion from 
tax shelter at-risk adjustments. 


History: Subpara. (a)(i) of “excluded obligation” substituted by 
P.C. 1994-618, s. 1, April 21, 1994, Canada Gazette, Part I, May 4, 
1994, applicable to shares issued after February 1992. 


Subparas. (a)(i), (ii) of “excluded obligation” amended by P.C. 
1991-2475, s. 1, December 12, 1991, Canada Gazette, Part II, Janu- 
ary 1, 1992, applicable in respect of shares issued after May 3, 
1990. - 


S. 6202.1 added by P.C. 1990-51, s. 2, January 18, 1990, Canada 
Gazette, Part II, January 31, 1990. Paras. 6202.1(2)(a) and (b) are 
applicable in respect of shares issued after December 15, 1987, 
other than a share issued at a particular time 


(a) pursuant to an agreement in writing entered into before De- 
cember 16, 1987; 


(b) as part of a distribution of shares to the public made in ac- 
cordance with the terms of a prospectus, preliminary prospec- 
tus, registration statement, offering memorandum or notice, re- 
quired by law to be filed before distribution of the shares 
begins, filed before December 16, 1987 with a public authority 
in Canada in accordance with the securities legislation of the 
province in which the shares were distributed; or 


(c) to a partnership in which interests were issued as part of a 
distribution to the public made in accordance with the terms of 
a prospectus, preliminary prospectus, registration statement, of- 
fering memorandum or notice, required by law to be filed 
before distribution of the interests begins, filed before Decem- 
ber 16, 1987 with a public authority in Canada in accordance 
with the securities legislation of the province in which the inter- 
ests were distributed, where all interests in the partnership is- 
sued at or before the particular time were issued as part of. the 
distribution or prior to the beginning of the distribution. 


The remainder of s. 6202.1 is applicable in respect of shares issued 
after June 17, 1987. 


Interpretation Bulletins: IT-503: Exploration and development 
shares. 


6203. (1) For the purposes of subsection 192(6) of 
the Act, a prescribed share of the capital stock of a 
taxable Canadian corporation is a share (other than a 
share acquired by a taxpayer under circumstances re- 
ferred to in section 66.3 of the Act, a share acquired 
as consideration for a disposition of property in re- 


Income Tax Regulations 


spect of which an election was made under subsec- 
tion 85(1) or (2) of the Act and a share that can be 
considered to have been issued, directly or indi- 
rectly, for consideration that includes other shares of 
the capital stock of the corporation) where, at the 
time it is issued, 


(a) under the terms or conditions of the share or 
any agreement in respect of the share or its issue, 


(i) the amount of the dividends (in this section 
referred to as the “dividend entitlement’) that 
the corporation may declare or pay on the 
share is not limited to a maximum amount or 
fixed at'a minimum amount at that time or any 
time thereafter by way of a formula or 
otherwise, 


(ii) the amount (in this section referred to as 
the “liquidation entitlement”) that the holder 
of the share is entitled to receive on the share 
on the dissolution, liquidation or winding-up 
of the corporation is not limited to a maxi- 
mum amount or fixed at a minimum amount 
by way of a formula or otherwise, 


(iii) the share cannot be converted into any 
other security, other than into another security ~ 
of the corporation that would, if it were issued 
for consideration that does not include other 
shares of the capital stock of the corporation, 
be a prescribed share, 


(iv) the holder of the share cannot at that time 
or at any time thereafter cause the share to be 
redeemed, acquired or cancelled by the corpo- 
ration or any specified person in relation to 
the corporation, except where the redemption, 
acquisition or cancellation is required pursu- 
ant to a conversion that is not prohibited by 
subparagraph (iii), 


(v) no person or partnership has, either abso- 
Jutely or contingently, an obligation to reduce, 
or to cause the corporation to reduce, at that 
‘time or at any time thereafter, the paid-up cap- 
ital in respect of the share, except where the 
reduction is required pursuant to a conversion 
that is not prohibited by subparagraph (iii), 


(vi) no person or partnership has, either abso- 
lutely or contingently, an obligation at that 
time or at any time thereafter to. 


(A) provide assistance to acquire the share, 
(B) make a loan or payment, 
(C) transfer property, or 


(D) otherwise confer a benefit by any 
- means whatever, including the payment of 
a dividend, 


that may reasonably be considered to be, di- 
rectly or indirectly, a repayment or return by 
the corporation or a specified person in rela- 
tion to the corporation of all or part of the 
consideration for which the share was issued, 
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(vii) neither the corporation nor any specified 
“person in relation to the corporation has, ei- 
ther absolutely or.contingently, the right or 
obligation to redeem, acquire or cancel, at that 
time or at any time thereafter, the share in 
whole or in part other than for an amount that 
approximates the fair market value of the 
share (determined -without reference to any 
>» such right or obligation), and 


’ (viii) no person or partnership has, either ab- 
solutely or contingently, an obligation to pro- 
vide, at that time: or at any time thereafter, any 
form-of undertaking with respect to the share 
(including any guarantee, security, indemnity, 
‘covenant or agreement and including the lend- 
ing of funds to. or the: placing of amounts on 
deposit with; or on behalf of, the holder of the 
share or any specified person in relation to 
holder) that may reasonably be considered to 

- have been given to ensure that 


(A) any loss that the holder of the share 
may sustain by virtue of the holding, own- 
ership or disposition of the share is limited 
in any respect, or | 


(B) the holder of the share will derive 
earnings by virtue of the holding, owner- 
ship or disposition of the share; ” 


(b)-the corporation. or a specified. person in rela- 
tion to. the corporation.cannot reasonably be ex- 
pected. to, within two years after the time. the 
share is issued, 


(i) acquire‘ or cancel the share in whole or in 
part, ) 

1(ii) reduce the paid-up capital of the corpora- 
tion in respect of the’ share, or 


(iii) make a payment, transfer or other provi- 
sion, directly or indirectly, by way of a divi- 
dend, loan, purchase of shares, financial assis- 
tance to any purchaser of the share or in any 
other manner whatever, that may reasonably 
be considered to be a repayment or return of 
all or part of the consideration for which the 
share was issued 


otherwise than as a consequence of the payment 
of a dividend paid by a subsidiary wholly-owned 
corporation to its parent, of an amalgamation of a 
subsidiary wholly-owned corporation or of a 
winding-up to which subsection 88(1) of the Act 
applies; 


(c) no person or partnership can reasonably be 


expected to provide, within two years after the 
time the share is issued, any form of undertaking 
with respect to the share (including any guaran- 
tee, security, indemnity, covenant or agreement 
and including the lending of funds to, or the plac- 
ing of amounts on deposit with, or on behalf of, 
the holder of the share or any specified person in 
relation to the holder); and 


(d) it cannot reasonably be expected that any of 
the terms or conditions of the share or any ex- 
isting agreement in respect of the share or its is- 
sue will thereafter be modified or amended, or 
that any new agreement in respect of the share or 
its issue will be entered into, within two years af- 
ter the time the share is issued, in such a manner 
that the share would not bea prescribed share if it 
had been issued at the time of such modification 
or amendment or at the time the new agreement 
is entered into. 


(2). For the purposes of subsection (1), 


(a) the dividend entitlement of a share of the cap- 
‘ital stock of a corporation shall be deemed not to 
‘be limited to a maximum amount or fixed at a 
minimum amount where it may reasonably be 
considered that all or substantially all of the divi- 
dend entitlement is determinable by reference to 
the dividend entitlement of another share of the 
capital stock of the corporation. that meets the re- 
quirements of subparagraph (1)(a)(i); 


(b) the liquidation entitlement of a share of the 
capital stock of a corporation shall be deemed not 
to be limited’ to a maximum amount or fixed at a 
minimum amount where it may reasonably be 
considered that all or substantially all of the liqui- 
dation entitlement is determinable by reference to 
the liquidation entitlement of another share of the 
capital stock of the corporation that meets the re- 
quirements of subparagraph (1)(a)(i); 


(c) where a corporation has merged or amalga- 
mated with one or more other corporations, the 
corporation formed as a result of the merger or 
amalgamation shall be deemed to be the same 
corporation as, and a continuation of, each of its 
predecessor corporations and a share issued on 
the merger or amalgamation as consideration for 
another share shall be deemed to be the same 
share as the share for which it was issued but this 
paragraph does not apply if the share issued on 
the merger or amalgamation is not a’ prescribed 
share at the time of its issue; and 


(d) an agreement entered into between the first 
purchaser of a share and another person or part- 
nership, other than a specified person in relation 
to the corporation issuing the share, for the sale 
of the share to that other person or partnership 

shall be deemed not to be an undertaking with re- 
spect to the share. 


(3) For the purposes of subsections (1) and (2), 
“specified person”, in relation to a corporation or a 
holder of a share, as the case may be (in this subsec- 
tion referred to as the “taxpayer’’), means. any person 
or partnership with whom the taxpayer does not deal 
at arm’s length or any partnership or trust of which 
the taxpayer (or a person or partnership with whom 
the taxpayer does not deal at arm’s length) is a mem- 
ber or beneficiary, respectively. 
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pected to, within two years after the time the 
share is sold or issued, as the case may be, 


(i) redeem, acquire or cancel the share in 


6204. (1) For the purposes of paragraph 110(1)(d) of whole or in'part, or 


the Act, a share is a prescribed share of the capital 
stock of a corporation at the time of its sale or issue, 
as the case may be, where, at that time, 


(ii) reduce the paid-up capital of the corpora- 
tion in respect of the share; 


otherwise than as a consequence of an amalgama- 


(a) under the terms or conditions of the share or 
any agreement in respect of the share or its issue, 


(i) the amount of the dividends (in this section 
referred to as the “dividend entitlement”) that 
the corporation may declare or pay on the 
share is not limited to a maximum amount or 
fixed at a minimum amount at that time or at 
any time thereafter by way of a. formula or 
otherwise, 


(ii) the amount (in this section referred to as 
the “liquidation entitlement”) that the holder 

of the share is entitled to receive on the share 
on the dissolution, liquidation or winding-up 
of the corporation is not limited to a maxi- 
mum amount or fixed at a:minimum amount 
by way of a formula or otherwise, 


(iii) the share cannot be converted into any 
other security, other than into another security 
of the corporation or of another corporation 
with which it does not deal at arm’s length 
that is, or would be at the date of conversion, 
a prescribed share, | 


(iv) the holder of the share cannot at that time 
or at any time thereafter cause the share to be 
redeemed, acquired or cancelled by the corpo- 
ration or any specified person in relation to 
the corporation, except where the redemption, 
acquisition or cancellation is required pursu- 
ant to a conversion that is not pros by 
subparagraph (iii), 


(v) no person or partnership has, either abso- 
lutely or contingently, an obligation to reduce, 
or to cause the corporation to reduce, at that 
time or at any time thereafter, the paid-up cap- 
ital in respect of the share, except where the 
reduction is required pursuant to a conversion 
that is not prohibited by subparagraph (iii), 
and 


(vi) neither the corporation nor any specified 
person in relation to the corporation has, ei- 
ther absolutely or contingently, the right or 
obligation to redeem, acquire or cancel, at that 
time or any later time, the share in whole or in 
part other than for an amount that approxi- 
mates the fair market value of the share (de- 
termined without reference to any such right 
or obligation) or a lesser amount; 


(b) the corporation or a specified person in rela- 
tion to the corporation cannot reasonably be ex- 
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‘ tion of a subsidiary wholly-owned corporation or 


of a winding-up. to which subsection 88(1) of the 
Act applies; and 


(c) it cannot reasonably be expected that any of 
the terms or conditions of the share or any ex- 
isting agreement in respect of the share or its sale 
or issue will be modified or‘amended, or that any 


- new agreement in respect of the share, its sale or 


issue will be entered into, within two years after 
the time the share is sold or issued, in such a 
manner that the share would not be a prescribed 
share if it had been sold or issued at the time of 
such modification or amendment or at the time 
the new agreement is entered into.. 


(2) For the purposes of subsection (1), 


(a) the dividend entitlement of a share of the cap- 
ital stock. of a corporation shall be deemed not to 
be limited to a maximum amount.or fixed at a 
minimum amount where it may reasonably be 
considered that all or substantially all of the divi- 
dend entitlement is determinable by reference to 
the dividend entitlement of another share of the 
capital stock of the corporation that meets the re- 
quirements of subparagraph (1)(a)(i); 


(b) the liquidation entitlement of a share of the 
capital stock of a corporation shall be deemed not 
to be limited to a maximum amount or fixed at a 
minimum amount where it may reasonably be 
considered that all or substantially all of the liqui- 
dation entitlement is determinable by reference to 
the liquidation entitlement of another share of the 
capital stock of the corporation that meets the re- 
quirements of subparagraph (1)(a)(i1); and 


(c) the determination of whether a share of the 
capital stock of a corporation is a prescribed 
share shall be made without reference to a right 


or obligation to redeem, acquire or cancel the 
_ share or to cause the share to be redeemed, ac- 


quired or cancelled where 


(i) the share was issued or sold pursuant to an 
employee share purchase agreement (in this 
paragraph referred to as “the agreement’) to 
an employee (in this paragraph referred to as 
“the holder”) of the corporation or of another 
corporation with which the corporation was 
not dealing at arm’s length, 


(ii) the holder was dealing at arm’s length 
with each corporation referred to in subpara- 
graph (i) at the time the share, was issued or 
sold, and 
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(iii) having regard to all the circumstances, in- 
cluding the terms of the agreement, it can rea- 
sonably be considered that 


(A) the amount payable on the redemption, 
acquisition or cancellation (in this. clause 
and in clause (B) referred to as the “‘acqui- 
sition”) of the share will not exceed 


(I) the adjusted cost base to the holder 
of the share immediately before the ac- 
quisition, where the acquisition was 
provided for in the agreement and the 
principal purpose for its provision was 

_ to protect the holder against any loss in 
respect of the share, or 


(II) the fair market value of the share 
immediately before the acquisition, 
where the acquisition was provided for 
in the agreement and the principal pur- 
pose for its provision was to provide 
the holder with a market for the share, 
and 


(B) no portion of the amount payable on 
the acquisition of the share is directly de- 
terminable by reference to the profits of 
the corporation, or of another corporation 
with which the corporation does not deal at 

_arm’s length, for all or any part of the pe- 
riod during which the holder owned the 
share or had a right to acquire the share, 
unless the reference to the profits of the 
corporation or the other corporation is only 
for the purpose of determining the fair 
market value of the share pursuant to a 
formula set out in the agreement. 


(3) For the. purposes of subsection (1), “specified 
person”, in relation to a corporation, means 


(a) any person or partnership with whom the cor- 
poration does not deal at arm’s length otherwise 
than because of a right referred to in paragraph 
251(5)(b) of the Act that arises as a result of an 

- offer by the person or partnership to acquire all or 
substantially all of the shares of the capital stock 
of the corporation, or 


(b) any partnership or trust of which the corpora- 
tion (or a person or partnership with whom the 
corporation does not deal at arm’s length) is a 
member or beneficiary, respectively. 


(4) For the purposes of subsection (3), the Act shall 
be read without reference to subsection 256(9) of the 
Act. 


History: Subparas. 6204(1)(a)(vi), (2)(c)(i) and (ii), para. 
6204(1)(b), subsec. 6204(3) amended, subsec. 6204(4) added, by 
P.C. 1997-1146, subsecs. 1(1), (3), (2), and (4) respectively, August 
28, 1997, Canada Gazette, Part Il, September 17, 1997. Subpara. 
6204(1)(a)(vi) applicable to shares isssued or sold after 1994; para. 
6204(1)(b), subsecs. (3) and (4) applicable to 1996 et seq., and sub- 
paras. 6204(2)(c)(i) and (ii) applicable to 1985 et seq. 
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Subpara. 6204(1)(b)(i), subsec. 6204(3) amended, para. 6204(2)(c) 
added, by P.C. 1994-618, subsecs. 2(1), (3), and (2) respectively, 
April 21, 1994, Canada Gazette, Part II, May 4, 1994, applicable to 
1985 et seq. 


S. 6204 added by P.C. 1986-2770, s. 8, December 11, 1986, Canada 
Gazette, Part II, December 24, 1986, effective from May 23, 1985. 


interpretation Bulletins: [T-113R4: Benefits to employees — 
stock options; IT-171R2: Non-resident individuals — computation 
of taxable income earned in Canada and non-refundable tax credits. 


6205. (1) For the purposes of subsections 110.6(8) 
and (9) of the Act and subject to. subsection (3), a 
prescribed share is a share of the capital stock of a 
corporation where eh d 


(a) under the terms or conditions of the share or 
any agreement in respect of the share or its issue, 


(i) at the time the share is issued, 


(A) the amount of the dividends (in this 
section referred to as the “dividend entitle- 
ment’’) that the corporation may declare or 
pay on the share is not limited. to a maxi- 
‘mum amount or fixed at a minimum 
amount at that time or.at any time thereaf- 
ter by way of a formula or otherwise, 


(B) the amount (in this section referred to 

-as the. “liquidation entitlement’) that the 
holder of the share is entitled to receive on 
the share on the dissolution, liquidation or 
winding-up of the corporation is not lim- 
ited to. a maximum amount or fixed at a 
minimum amount by way of a formula or 
otherwise, 


(C) the share cannot be converted into any 
other security, other than into another se- 
curity of the corporation that is, or would 
be at the date of conversion, a prescribed 
share, 


(D) the holder of the share does not, at that 
time or at any time thereafter, have the 
right or obligation to cause the share to be 
redeemed, acquired or cancelled by the 
corporation or a specified person in rela- 
tion to the corporation, except where the 
redemption, acquisition or cancellation is 
required pursuant to a conversion that is 
not prohibited by clause (C), 


(E) no person or partnership has, either ab- 
solutely or contingently, an obligation to 
reduce, or to cause the corporation to re- 
duce, at that time or at any time thereafter, 
the paid-up capital in respect of the share, 
otherwise than by way of a redemption, ac- 
quisition or cancellation of the share that is 
not prohibited by this section, 


(F) no person or partnership has, either ab- 
solutely or contingently, an obligation 
(other than an excluded obligation in rela- 
tion to the share, as defined in subsection 
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6202.1(5)) at that time or any time thereaf- 
ter to : 


(1) provide assistance to acquire die, 


share, ’ 
(II) make ‘a loan or payment 
(Il) transfer property, or 


(IV) otherwise confer a benefit by any 
means whatever, He Wane the payment 
_of.a dividend, A: 


that may reasonably be considered to ie, 
directly or indirectly, a repayment or re- 
turn by the corporation“or:a specified per- 
son. in relation to the corporation. of all or 


part of the consideration for.which the 


share was issued, and 


(G) neither the corporation nor any speci- 
fied person in relation to ‘the corporation 
has, either absolutely or contingently, the 
right or obligation to redéem, acquire or 
cancel, at that time or at any time thereaf- 
ter, the share in whole or in part, except 
“where the redemption, acquisition or can- 
cellation is required pursuant to a conver- 
sion. that is not prohibited by clause (C), 


‘ (ii) no person or ‘partnership has, either abso- 
lutely or contingently, an obligation (other 
than’ an excluded obligation in relation to the 
share; as. defined in subsection 6202.1(5)) to 
provide, at any time, any form of undertaking 
with respect to the share (including any guar- 
antee, security, indemnity, covenant or agree- 
ment and including the lending of funds to or 
the placing of amounts on deposit with, or on 
behalf of, the holder of the.share, or any speci- 
fied person in relation to that holder) that may 
reasonably be considered to haye been given 
to ensure that sal 


(A) any loss that the holder of the share 
may sustain by virtue of the holding, own- 
ership or disposition of the share is limited 
in any respect, or atl 


(B) the holder: of the share will derive 
earnings by virtue of the holding, owner- 
ship or disposition of the share; and 


(b) at the time the share is issued, it cannot rea- 
sonably be expected, having regard to all the cir- 
cumstances, that any of the terms or conditions of 
the share-or any existing agreement in respect of 
the share or its issue-will thereafter be modified 
or amended or that any new agreement in respect 
of the share: or its issue will be-entered into, in 
such a manner that the share. would not be a pre- 
scribed share if it had been issued at the time of 
such modification or amendment or.at the time 
the new agreement is entered into. 
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share’is a share of the capital stock ps a particular 
corporation’ where 


(a) itis a particular share that is owned by a per- 
‘son and that was issued by the particular corpora- 

‘tion as part of an arrangement to that person, to a 
“spouse or parent of that person or, where the per- 
son is a-trust described in paragraph 104(4)(a) of 
_the.Act, to the person who created the trust or by 

whose will the trust. was created or, where the 
person is a corporation, to another person owning 
all of the issued. and outstanding shares of the 
capital stock of the corporation or to a spouse or 
parent of that other person, and 


(i) the main purpose of the arrangement was 

to permit any, increase in the value of the 

property of the particular corporation to ac- 

crue to other shares that would, at the time of 

~ their issue, be prescribed shares if this section 

__Were read without reference to this subsection, 
and 


(4i) at the time of the issue of the particular 
share or at the end of the arrangement, 


(A) the other shares: were owned by 


~ (0) the person to whom the particular 
share was issued (in this paragraph re- 
ferred to as the “original holder”), 


(di) a-person who did not deal at arm’s 
length with the original holder, 


(IIE a trust none of the beneficiaries of 
which were persons other than the orig- 
inal holder or a person who did not deal 
at arm’s length with the original holder, 
or 

(IV) any. combination of persons de- 
scribed in subclause (1), (1) or (ID), 


(B) the other shares were owned by em- 

ployees of the particular corporation or of 

a corporation controlled by the particular 
_ corporation, or. 


.(C) the other: shares were civendd By any 
-combination of persons each of whom is 
described in clause (A): or (B);: or 


(b) it is a share that was issued by a Gmetad oy 
comperation. « 


(3) For the purposes of subsections: 110.6(8) and (9) 
of the Act, a prescribed share does not include a 
share of the capital stock issued: by:,a, mutual ‘fund 
corporation (other.than an investment corporation) 
the value of which can reasonably be considered to 
be, directly or indirectly, derived primarily from in- 
vestments made by the mutual fund corporation in 
one or more corporations (in this subsection referred 
to.as an. “investee corporation”) connected. with it 
(within the meaning of subsection 186(4) of the Act 


(2) For the purposes of subsections 110. 6(8) and (9) | on the assumption that the references in that subsec- 
of the Act and subject to subsection (3), a prescribed | tion to “payer corporation” and’ “particular corpora- 
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Lon 7 voting rights under all circumstances to which the 
tion” and “mutual fund corporation’, respectively). 


corporation, person or partnership is a party un- 
less it may reasonably be considered, having re- 


4) For the purpos is secti é 
(4) he purposes of this section, gard to all the circumstances, including the terms 


(a) the dividend entitlement of a share of the cap- 
ital stock of a corporation shall be deemed not to 
be limited to a maximum amount or fixed at a 
minimum amount where it may reasonably be 
considered that 


(i) all or substantially all of the dividend enti- 
tlement is determinable by reference to the 
dividend entitlement of another share of the 
capital stock of the corporation that meets the 
‘requirements of clause (1)(a)(i)(A), or 


(ii) the dividend entitlement cannot be such as 

' to impair the ability of the corporation to re- 

deem another share of the capital stock of the 

corporation that meets the requirements of 
paragraph (2)(a); ut 

(b) the liquidation entitlement of a share of the 


capital stock of a corporation shall be deemed not 


to be limited to a maximum amount or fixed at a 
minimum amount where it may reasonably be 
considered that all or substantially all of the liqui- 
dation entitlement is determinable by reference to 
the liquidation entitlement of another share of the 
capital stock of the corporation that meets the re- 
quirements of clause (1)(a)(i)(B); 


(c) where two or more corporations (each of 
which is referred to in this paragraph as a “prede- 
cessor corporation”) have merged or amalga- 
mated, the corporation formed as a result of the 
merger or amalgamation (in this paragraph re- 
ferred to as the “new corporation”) shall be 
deemed to be the same corporation as, and a con- 
tinuation of, each of the predecessor corporations 
and a share of the capital stock of the new corpo- 
ration issued on the merger or amalgamation as 
consideration for a share of the capital stock of a 
predecessor corporation shall be deemed to be the 
same share as the share of the predecessor corpo- 
ration for which it was issued, but this paragraph 
does not apply if the share issued on the merger 
or amalgamation is not a prescribed share at the 
time of its issue and either 


(i) the terms and conditions of that share are 
not identical to those of the share of the prede- 
cessor corporation for which it was issued, or 


(ii) at the time of its issue the fair market 
value of that share is not the same as. that of 
the share of the predecessor corporation for 
which it was issued; 


(d) a reference in clauses (1)(a)(i)(D) and (G) and 
subparagraph (1)(a)(ii) to a right or obligation of 
the corporation or a person or partnership does 
not include a right or obligation provided in a 
written agréement among shareholders of a pri- 
vate corporation owning more than 50% of its is- 
sued and outstanding share capital having full 
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of the agreement and the number and relationship 
of the shareholders, that one of the main reasons 
for the existence of the agreement is to avoid or 
limit the application of subsection 110.6(8) or (9) 
of the Act; 


(e) where at any particular time after November 
21, 1985, the terms or conditions of a share are 
changed or any existing agreement in respect 


thereof is changed or a new agreement in respect 


of the share is entered into, the share shall, for the 
purpose of determining whether it is a prescribed 
share, be deemed to have been issued at that par- 
ticular time; and 


(f) the determination of whether a share of the 
capital stock of a corporation is a prescribed 
share for the purposes of subsection (1) shall be 
made without reference to.a right or obligation to 
redeem, acquire or cancel the share or to ‘cause 
the share to be redeemed, acquired or cancelled 


~where 


(i) the share was issued pursuant to an em- 
ployee share purchase agreement (in this para- 
graph referred to as “the agreement”) to an 
employee (in this paragraph referred to as “the 
holder”) of the corporation or of a corporation 
with which it did not deal at arm’s length, 


(ii) the holder. was dealing at arm’s length 
with each corporation referred to in subpara- 
graph (i) at the time the share was issued, and 


(iii) having regard to all the circumstances in- 
cluding the terms of the agreement, it may 
reasonably be considered that 


(A) the amount payable on the redemption, 
acquisition or cancellation (in this clause 
and in clause (B) referred to as the “acqui- 
sition”) of the share will not exceed ~ 


(I) the adjusted cost base of the share to 
the holder immediately before the ac- 
quisition, where the acquisition was 
provided for in the agreement and the 
principal purpose for its provision was 
to protect the holder against any loss in 
respect of the share, or 


(II) the fair market value of the share 
immediately before the acquisition, 
where the acquisition was provided for 
in the agreement and the principal pur- 
pose for its provision was to provide 
the holder with a market for the share, 
and | 


(B) no portion of the amount payable on 
the acquisition of the share is directly de- 
terminable by reference to the profits of 
the corporation, or of another corporation 
with which it does not deal at arm’s length, 
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for all or any part of the period during 
which the holder owned the share. or had a 
right to acquire the share, unless the refer- 
ence to the profits of the corporation or the 
other corporation is only for the purpose of 
determining the fair market value of the 
share pursuant to a formula set out in the 
agreement. 


(5) For the purposes of this section, “specified per- 
son”, in relation to a corporation or a holder of a 
share, as the case may be (in this subsection referred 
to as the “taxpayer”), means any person or partner- 
ship with whom the taxpayer does not deal at arm’s 
length or any partnership or trust of which the tax- 
payer (or a person or partnership with whom the tax- 
payer does not deal at arm’s length) is a member or 
beneficiary, respectively. 

History: All that portion of subsec. 6205(2) preceding subpara. 
(a)(ii) amended by P.C. 1994-618, subsec. 3(1), April 21, 1994, 
Canada Gazette, Part Il, May 4, 1994, applicable to 1985 er seq., 
except that for taxation years ending before May 5, 1994, the refer- 
ence in subpara. 6205(2)(a)(i) to “without reference to this subsec- 
tion” shall be read. as “without reference to this paragraph”: 

Cl. 6205(2)(a)(ii)(B) amended, and cl. (C) added, by P.C. 1994-618, 
subsec. 3(3), April 21, 1994, Canada Gazette, Part II, May 4, 1994, 
applicable to 1985 et seq. 

Para. 6205(4)(c) amended by the said P.C. 1994-618, subsec. 3(4), 
applicable to mergers and amalgamations occurring after 1984. 
Cl. 6205(1 )(a)(i)(F).and_ subpara. (1)(a)(ii) amended by P.C. 1991- 
2475, s. 2, December 12, 1991, Canada Gazette, Part I, January 1, 
1992, applicable “after June 17, 1987. 

Paras. 6205(2)(a), (b) substituted for (a) to (c), and subpara. 
6205(4)(a)(ii) amended, by P.C. 1990-1838, subsecs. 1(1), (2), Au- 
gust 28, 1990, Canada Gazette, Part Il, September 12, 1990, appli- 
cable to 1985 et seq. 


Para. 6205(4)(f) added by subsec. 1(3) of the said P:C. 1990-1838, 
applicable after November 27, 1986. 


S. 6205 added by P.C. 1986-2770, s. 8, December 11, 1986, Canada 
Gazette, Part II, December 24, 1986, applicable to 1985 et seq. 


6206. The Class I Special Shares of Reed Stenhouse 
Companies Limited, issued before January 1, 1986, 
are prescribed for the purposes of subsection 84(8) 
of the Act. 

History: S. 6206 added by P.C. 1986-2770, s. 8, December 11, 


1986, Canada Gazette, Part Il, December 24, 1986, effective from 
May 23, 1985. 


6207. (1) For the purposes of paragraph 183.1(4)(c) 
of the Act (as it read in its application to transactions 
entered into before September 13, 1988), a share is a 
prescribed share of the capital stock of an acquiring 
corporation where, at the ‘time the share is issued 


(a) under the terms or conditions of the share or 
any agreement in respect of the share or its issue, 


(i) the amount of the dividends (in this section 
referred to as the “dividend entitlement’) that 
the corporation may declare or pay on the 
share is not limited to a maximum amount or 
fixed at aaminimum. amount at that time or at 


Income Tax Regulations 


any time thereafter by way of a formula or 
_ otherwise, . 


(ii) the amount (in this section referred to as 
the “liquidation entitlement”) that the holder 
of the share is entitled to receive on the share 
on the dissolution, liquidation or winding-up 
of the corporation is not limited to a maxi- 
mum amount or fixed at a minimum amount 
by way of a formula or otherwise, 


(iii) the share cannot be converted into any 
other security, other than into another security 
of the corporation or of another. corporation 
with which it does not deal at.arm’s length 
that is, or would be at the date of conversion, 
a prescribed share, 


(iv) the holder of the share Maes not, at that 
time or at any time thereafter, have the right 
or obligation to cause the share to be re- 

deemed, acquired or cancelled: by the corpora- 
tion or any specified person in relation to the 
corporation, except where the redemption, ac- 
quisition or cancellation is required pursuant 
to a conversion that is not prohibited by sub- 
paragraph (iii), 
(v) no person or partnership. has, either abso- 
lutely or contingently, an obligation to reduce, 

or to cause the corporation to reduce, at that 
time or at any time thereafter, the paid-up. cap- 
ital in respect of the share, otherwise than by 
way of a redemption, acquisition or cancella- 
tion of the share that is not prohibited by this 
section, and 


(vi) neither the corporation nor any specified 
person in relation to the corporation has, ei- 
ther absolutely or contingently, the right or 
obligation to redeem, acquire or cancel,.at that 
time or at any time thereafter, the share in 
whole or in part, except where the redemp- 
_ tion, acquisition or cancellation is required 
pursuant to a conversion that is not prohibited 
by subparagraph (iii); and 
‘(b) it cannot reasonably be expected, having re- 
gard to all the circumstances, that any of the 
terms or conditions of the share or any existing 
agreement in respect of the share or its issue will 
be modified or amended, or that any new agree- 
ment in respect of the share or its issue will be 
entered into, in such a manner. that the share 
would not be a prescribed share if it had been is- 
sued at the time of such modification or amend- 
ment or at the time the new agreement is entered 
into. 


(2) For the purposes of this section, 


(a) the dividend entitlement of a share of ie cap- 
ital stock of a corporation shall be deemed not to 
be limited toa maximum amount or fixed at a 
minimum amount where it may. reasonably be 
considered that all or. substantially all the divi- 
dend entitlement is determinable by reference to 
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the dividend entitlement of another share of the 
capital stock of the corporation that meets the re- 
quirements of subparagraph (1 )(a)(i); 


(b) the liquidation entitlement of a share of the 
capital stock of a corporation shall be deemed not 
to be limited to a maximum amount or fixed at a 
minimum amount where it may reasonably be 
considered that all or substantially all of the liqui- 
dation entitlement is determinable by reference to 
the liquidation entitlement of another share of the 
capital stock of the corporation that meets the re- 
quirements of subparagraph (1)(a)(ii); 


(c) where at any particular time after June 3, 
1987, the terms or conditions of a share are 
changed or any existing agreement in respect of 
the share is changed or a new agreement in re- 
spect of the share is entered into, the share shall, 
for the purpose of determining whether it is a pre- 
scribed share, be deemed to have been issued at 
that particular time; 


(d) the determination of whether a share of the 
capital stock of a corporation owned by an em- 
ployee of the corporation or another corporation 
with which it does not deal at arms’ length is a 
prescribed share shall be made without reference 
to a right or obligation with respect to an acquisi- 
tion of the share, the consideration for which is 
described in subparagraph 183.1(4)(c)() or (ii) of 
the Act (as those subparagraphs read in their ap- 
plication to transactions entered into before Sep- 
tember 13, 1988) where no portion of the amount 
payable on the acquisition of the share is directly 
determinable by reference to the profits of the 
corporation or the other corporation for all or any 
part of the period during which the employee 
owned the share or had a right to acquire the 
share, unless the reference to the profits of the 
corporation or the other corporation is only for 
the purpose of determining the fair market value 
of the share pursuant to a formula set out in the 
employee share purchase agreement under which 
the employee acquired the share; and 


(e) a reference in subparagraphs (1)(a)(@v) and 
(vi) to a right or obligation of the corporation or a 
person or partnership does not include a right or 
obligation provided in a written agreement 
among shareholders of a private corporation own- 
ing more than 50% of its issued and outstanding 
share capital having full voting rights under all 
circumstances to which the corporation, person or 
partnership is a party unless it may reasonably be 
considered, having regard to all the circum- 
stances including the terms of the agreement and 
the number and relationship of the shareholders, 
that one of the main reasons for the existence of 
the agreement is to avoid or limit the application 
of subsection 183.1(1) of the Act. 


(3) For the purposes of subsection (1), “specified 
person” in relation to a corporation means any per- 


Reg. 
S. 6208(1)(a) (iii) 


son or partnership with whom the corporation does 
not deal at arm’s length or any partnership or trust of 
which the corporation (or a person or partnership 
with whom the corporation does not deal at arm’s 
length) is a member or beneficiary, respectively. 

History: That portion of s. 6207 preceding para. (a) amended by 
P.C. 1992-2335, Sch. II, s. 14, November 19, 1992, Canada Ga- 


zette, Part Il, December 2, 1992, applicable after November 27, 
1986. : 


S. 6207 added by P.C. 1990-1838, s. 2, August 28, 1990, Canada 
Gazette, Part II, September 12, 1990, applicable after November 27, 
1986, except that it does not apply with respect to transactions en- 
tered into on or after September 13, 1988, other than transactions 
that are part of a series of transactions, determined without refer- 
ence to. subsection 248(10) of the Income Tax Act, commencing 
before September 13, 1988 and completed before 1989. 


6208. (1) For the purposes of clause 
212(1)(b)(vii)(E) of the Act, a prescribed security 
with respect to an obligation of a corporation is 


(a) a share of the capital stock of the corporation 
unless 


(i) under the terms and conditions of the 
share, any agreement relating to the share or 
any modification of such terms, conditions or 
agreement, the corporation or a specified per- 
son in relation to the corporation is or may, at 
any time within 5 years after the date of the 
issue of the obligation, be required to redeem, 
acquire or cancel, in whole or in part, the 
share (unless the share is or may be required 
to be redeemed, acquired or cancelled by rea- 
son only of a right to convert the share into, or 
exchange the share for, another share of the 
corporation that, if issued, would be a pre- 
scribed security) or to reduce its paid-up 
capital, 


(ii) as a result of the modification or establish- 
ment of the terms or conditions of the share or 
the changing or entering into of any agree- 
ment in respect of the share, the corporation 
or a specified person in relation to the corpo- 
ration may, within 5 years after the date of the 
issue of the obligation, reasonably be ex- 
pected to redeem, acquire or cancel, in whole 
or in part, the share (unless the share is or may 
be required to be redeemed, acquired or can- 
celled by reason only of a right to convert the 
share into, or exchange the share for, another 
share of the corporation that, if issued, would 
be a prescribed security) or to reduce its paid- 
up capital, or 

(iii) as a result of the terms or conditions of 
the share or any agreement entered into by the 
corporation or a specified person in relation to 
the corporation or any modification of such 
terms, conditions or agreement, any person is 
required, either absolutely or contingently, 
within 5 years after the date of the issue of the 
obligation, to effect any undertaking, includ- 
ing any guarantee, covenant or agreement to 


2313 


Reg. 
S. 6208(1)(a)(iii) 


purchase or repurchase the share, and includ- 
ing a loan-of funds to or the placing of 
amounts on deposit with, or on behalf of, the 
shareholder or a specified person in oe to 
the shareholder given ' 


(A) to ensure that, any loss that the share- 
holder or a specified person in relation to 
the shareholder may sustain, by reason of 
the ownership, holding or disposition of 
the share or any other property, is limited 
in any respect, and 


 (B) as part of a transaction or event or se- 

ries of transactions or events that included 
the issuance or acquisition of the 
obligation, 


and for the purposes of this Absence. 
where such an undertaking 1n respect of a 
share is given at any particular time after the 
date of the issue of the obligation, the obliga- 
tion shall be deemed to have been issued at 
the particular time and the undertaking shall 

be deemed to have been given as part of a se- 

ries of transactions that included the issuance 
or acquisition of the obligation, and 


(b) a right or warrant to acquire a share of the 
capital stock of the corporation that would, if is- 
sued, be a prescribed Sey with pace to the 
obligation, 


. where all the consideration receivable upon a con- 
version or. exchange of the obligation.or the pre- 
scribed security, as the case may be, is.a-share of the 
capital stock of the corporation described in para- 
graph (a) or a right or warrant described in paragraph 
(b), or both, as the case may be. 


Interpretation Bulletins: IT-361R3: Exemption from Part XIII 
tax on interest payments to non-residents. 


(2) For the purposes of this section, where a taxpayer 
may become entitled. upon the conversion or ex- 
change of an obligation or a prescribed security to 
receive consideration in lieu of a fraction ofa share, 
that consideration shall be deemed not to be consid- 
eration unless it may reasonably be considered to be 
receivable as part of a series of transactions or events 
one of the main purposes of which is to avoid or 
limit the application of Part XIII of the Act. 


(3) In this section, “specified person’, in relation to a 
corporation or a shareholder, means any person with 
whom the corporation or the shareholder, as the case 
may be, does not deal at arm’s length or any partner- 
ship or trust of which the corporation or the share- 
holder, as the case may be, or the person is a mem- 
ber or beneficiary, respectively. 


History: S. 6208 added by P.C.. 1990-854, s. 1, May 10, 1990, 
Canada Gazette, Part Il, May 23, 1990, applicable after December 
19, 1986. 
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6209. For the purposes of the definition “lending as- 
set’ in subsection 248(1) of the Act, 


(a) a share owned by a bank is a prescribed share 
for a taxation year where it is a preferred share of 
the capital stock of a corporation that is dealing at 
arm’s length with the bank that may reasonably 
be considered to be, and is reported as, a substi- 
tute or alternative for a loan to the corporation, or 
another corporation with whom the corporation 
does not deal at arm’s length, in the bank’s an- 
nual report for the year to the relevant authority 
or, where the bank was throughout the year sub- 
ject to the supervision of the relevant authority 
but was not required to file an annual report for 
the year with the relevant authority, in its finan- 
cial statements for the year; and 


(b) a security is a prescribed Secanity for a taxa- 
tion iy ea silage 


(i) in the case of a security held by a bank, the 
security is reported as part of the bank’s trad- 
ing account in its annual report for the year to 
the relevant authority or, where the bank was 
throughout the year subject to the supervision 
of the relevant authority but was not required 
to file an annual report for the year with the 
relevant authority, in its financial statements 
for the year, or 


(ii) in the case of.a security held by a taxpayer 
other than a bank, the security is at any time 
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in the year a property described in an inven- Part LXIll — Child Tax 


tory of the taxpayer. Benefits 


History: Part LXIII (ss. 6300+6302) enacted by P.C. 1992-2714, 
December 29, 1992, Canada Gazette, Part Il, January 13, 1993, ap- 
plicable: after 1992. 


6300. Interpretation — In this Part, “qualified de- 
pendant” has the meaning assigned by section 122.6 
of the Act. s bri: | | 


6301. Non-application of presumption — (1) 
For the purposes of paragraph (g) of the definition 
“eligible individual” in section 122.6 of the Act, the 
presumption referred to in paragraph (f) of that defi- 
nition does not apply in the circumstances where 


(a) the female parent of the qualified dependant 
declares in writing to the Minister of Human Re- 
sources Development that the male parent, with 
whom she resides, is the parent of the qualified 
dependant who primarily fulfils the responsibility 
for the care and upbringing of each of the quali- 
fied dependants who reside with both parents; 


(b) the female parent is a qualified dependant of 
an eligible individual and each of them files a no- 
tice with the Minister of Human Resources De- 
velopment under subsection 122.62 (1) of the Act 
in respect of the. same qualified dependant; 


(c) there is more than one female parent of the 
qualified dependant who resides with the quali- 
fied dependant and each female parent files a no- 
tice with the Minister of Human Resources De- 
velopment under subsection 122.62 (1) of the Act 
in respect of the qualified dependant; or 


(d) more than one notice is filed with the Minister 
of Human Resources Development under subsec- 
tion 122.62 (1) of the Act in respect of the same 
qualified dependant who resides with each of the 
persons filing the notices where such persons live 
at different locations. 

History: Subsec. 6301(1) amended by 1996, c. 11, s. 96, to substi- 


tute “Minister of Human Resources Development” for “Minister of 
National Health and Welfare”, in force July 12, 1996. 


(2) For greater certainty, a person who files a notice 
referred to in paragraph (1)(b), (c) or (d) includes a 
person who is’ not required under subsection 
122.62(3) of the Act to file such a notice and a per- 
son. for whom the requirement to file such a notice 
has been waived by the Minister of Human: Re- 


“of the | . sources Development under subsection 122.62(5) of 
of the Act, as amended ‘co the year 
“tion with the Ministe onal Reve the Act. 


History: Subsec. 6301(2) amended by 1996, c. 11, s. 96, to substi- 
tute “Minister of Human Resources Development” for “Minister of 
National Health and Welfare”, in force July 12, 1996. 


Technical Notes: See under Reg. 620%b). 


History: S. 6209 added by P.C. 1990-2779, s. 3, December 20, oy . 
1990. Canadé Gazette, Part II, January 16, 1991, applicable to taxa- 6302. Factors F OF the Jao debe oa dag at 
tion years and fiscal periods commencing after June 17, 1987 that of the definition “eligible individual” in section 


end after 1987. 122.6 of the Act, the following factors are to be con- 
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sidered in determining what constitutes caré and up- 
bringing of a qualified dependant: 


(a) the supervision of the daily activities and 
needs of the qualified dependant; 


(b) the maintenance of a secure environment in 
which the qualified dependant resides; 


(c) the arrangement of, and transportation to, 
medical care at regular intervals and as required 
for the qualified dependant; 


(d) the arrangement of, participation in, and 
transportation to, educational, recreational, ath- 
letic or similar activities in respect of the quali- 
fied dependant; ; 


(e) the attendance to the needs of the qualified 
dependant when the qualified dependant is ill or 
otherwise: in need of the attendance of another 
person; 


(f) the attendance to the hygienic needs of the 
qualified dependant on a regular basis; 

(g) the provision, generally, of guidance and 
companionship to the qualified dependant; and 


(h) the existence of a court order in respect of the 
qualified dependant that is valid in the jurisdic- 
tion in which the qualified dependant resides. 


Part LXIV — Prescribed 
Dates 


History: Part. LXIV (s, 6400) added by P.C. 1979-484, February 
20,.1979, Canada Gazette, Part II, March 14, 1979. 


6400. (1) Child tax credits — For the purposes of 
subsection 122.2(1) of the Act, the prescribed date 
for each of the 1978 and subsequent taxation years is 
December 31 of that year. 


History: S. 6400 substituted by P.C. 1981-911, April 2, 1981, Can- 
dada Gazette, Part II, April 22, 1981. 


S. 6400 substituted, heading added by P.C. 1980-3278, December 4, 
1980, Canada Gazette, Part Il, December 24, 1980. 


S. 6400 substituted by P.C. 1980-501, February 8, 1980, Canada 
Gazette, Part If, February 27, 1980. 


6401. Quebec tax abatement — For the purposes 
of subsection 120(2) of the Act, the prescribed date 
for each of the 1980 and subsequent taxation years is 
December 31 of that year. 


History: S. 6401 added by P.C. 1981-911, April 2, 1981, Canada 
Gazette, Part I, April:22, 1981. 


Part LXV — Prescribed Laws 


History: The heading to Part LXV amended by P.C. 1994-738, s. 
1, May 5, 1994, Canada Gazette, Part H, May 18, 1994, applicable 
to 1990 et seq. 

Part LXV (s. 6500) added by P.C. 1980-876, April 3, 1980, Canada 


Gazette, Part Ily April 23, 1980, effective commencing, as to subsec. 
6500(1),. March 31, 1978, and as to subsec. 6500(2) as follows: 


(a) January. 1, 1979, in respect of para. 6500(2)(a); 
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(b) March 31, 1979, in respect of para. 6500(2)(b); 

(c) October 15, 1978, in respect of para. 6500(2)(c); 
(d) March 31, 1978, in respect of para. 6500(2)(d); and 
(e) December 31, 1978, in respect of para. 6500(2)(e). 


6500. (1) For the purposes of paragraph 73(1)(d) and 
subparagraph 148(8)(a)(ii1) of the Act, 


“prescribed class of persons”? means persons re- 
ferred to in subparagraph 14(b)(i) of The Family Law 
Reform Act, 1978, S.O. 1978, c. 2, of the Province of 
Ontario; and 


‘prescribed provisions of the law of a province” 
means paragraph 19(1)(c) and section 52 of The 
Family Law Reform Act, 1978, S.O. 1978, c. 2, of 
the Province of Ontario. 


(2) For the purposes of subsection 73(1.1) of the Act, 
“prescribed provisions of the law of a province, 
means 


(a) sections 7 and 9 of The Matrimonial Property 
Act, S.A. 1978, c. 22, of the Province of Alberta; 


(b) sections 43, 51 and 52 of the Family Relations 
Act, R.S.B.C. 1979, c. 121, of the Province of 
British Columbia; 


(c) sections 13, 16 and 17 of The Marital Prop- 
erty Act, S.M. 1978, C. 24-Cap. M45 of the Prov- 
ince of Manitoba; 


(d) sections 4, 6, 7 and 8 and paragraph 19(1)(c) 
of The Family Law Reform Act, 1978, S.O. 1978, 
c. 2, of the Province of Ontario; 


(e) sections 5, 7, 8 and 9 of the Family Law Re- 
form. Act, S.P.E.I. 1978, c. 6, of the Province of 
Prince Edward Island; and 


(f) sections 5, 8, 21 and 22, subsection 23(4) and 
sections 26 and 42 of The Matrimonial Property 
Act, S.S. 1979, c. M-6.1, of the Province of 
Saskatchewan. 
History: That portion of subsec. 6500(1) preceding “prescribed 
class of persons” substituted by P.C. 1986-1048, s. 8, May 1, 1986, 


Canada Gazette, Part Il, May 14, 1986, applicable to taxation years 
commencing after 1982. 


Para. 6500(2)(f) added by P.C. 1982-339, February 4, 1982, Canada 
Gazette, Part I, February 24, 1982, effective in respect of 1980 et 
seq. 


Para. 6500(2)(b) substituted by P.C. 1981-277, s. 1, February 5, 
1981, Canada Gazette, Part U, February 25, 1981, effective March 
BL t979: 


Interpretation Bulletins: IT-325R2: Property transfers after sep- 
aration, divorce and annulment. 


6501. For the purposes of paragraph 81(1)(q) of the 
Act, “prescribed provision of the law of a province” 
means 


(a) in respect of the Province of Alberta 


(1) subsections 7(1) and 14(1) of The Criminal 
Injuries Compensation Act, R.S.A. 1970, c. 
75, and 
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(ii) subsections 8(3), 10(2) and 13(8) of The 
Motor Vehicle Accident Claims Act, R.S.A. 
1970, c. 243; 


(b) in respect of the Province of British Columbia 


(i) paragraphs 3(1)(a) and (b) and section 9 of 
the Criminal Injury Compensation Act, 
R.S.B.C. 1979, .c..83,.and: 


(ii) subsection 106(1) of the Motor-vehicle 
Act, R.S.B.C. 1960, c. 253, as amended by 
S.B-Cy 1965,.c. 27: 


(c) in respect of the Province of Manitoba 


(i) subsection 6(1) of The Criminal Injuries 
Compensation Act, S.M. 1970, c. 56, and 


(ii) subsections 7(9) and 12(11) of The Unsat- 
isfied Judgement Fund Act, R.S.M. 1970, c. 
U70; 

(d) in respect of the Province of New Brunswick 


(i) subsections 3(1) and (2) of the Compensa- 
tion for Victims of Crime Act, R.S.N.B. 1973, 
c. C-14, and 


(ii) subsections 319(3), (10) and 321(1) of the 
Motor Vehicle Act, R.S.N.B. 1973, c. M-17; 


(e) in. respect of the Province of Newfoundland 


(i) subsection 27(1) of the Criminal Injuries 
Compensation Act, R.S.N. 1970, c. 68, and 
(ii) subsection 106(2) of The Highway Traffic 
Act, R‘S.N."1970, ¢.152; 
(f) in respect of the Northwest Territories, sub- 
sections 3(1) and 5(2) and section 13 of the Crim- 


inal Injuries Compensation Ordinance, 
R.O.N.W.T. 1974, c. C-23; 


(g) in respect of the Province of Nova Scotia, 
subsections 190(5) and 191(2) of the Motor Vehi- 
cle’Act, R.S'N‘S: 1967, ¢. 191; 


(h) in respect of the Province of Ontario 


(i) section 5, subsection 7(2) and section 14 of 
The Compensation for Victims of Crime Act, 
1971, S.O. 1971, c. 51, and 


(ii) subsections 5(3) and 6(1) and section 18 
of The Motor Vehicle Accident Claims Act, 
RIS. 719708 P2815 


(i) in respect of the Province of Prince Edward 
Island, subsection 351(3) of the Highway Traffic 
Act, R.S.P.E.I. 1974, c. H-6; 
(j) in respect of the Province of Quebec 
(i) sections 5, 5b and 14 of the Crime Victims 
Compensation Act, S.Q. (O7l cls. cand 
(ii) sections 13 and 26, subsection 37(1) and 
sections 44 and 54 of the Automobile Insur- 
ance Act, 8.Q. 1977, c. 68; 


(k) in respect of the Province of Saskatchewan 


(i) subsection 10(1) of The Criminal Injuries 
Compensation Act, R.S.S. 1978, c. C-47, and 
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(ii) subsections 23(1) to (4) and (7), 24(2) to 
(7) and (9), 25(1), 26(1), 27(1) and (2), 27(5), 
51(8) and (9), 54(3) and 55(1) of The Automo- 
bile Accident Insurance Act, R.S.S. 1978, c. 
A-35; and . F 


(1) in respect of the Yukon Territory, subsection 
3(1) of the Compensation for the. Victims of 
Crime Ordinance; O.Y.T.°1975 (1st), c. 2 as 
amended by O.Y.T. 1976 (Ist), c. 5. 


History::S. 6501 added by P.C. 1981-277, s. 2, February 5, 1981, 
Canada Gazette, Part Il, February 25, 1981, effective January 1, 
1978, 


6502. For the purposes of paragraph 56(1)(c.1), sec- 
tion 56.1, paragraph 60(c.1) and section 60.1 of the 
Act, the class of individuals 


(a) who were parties, whether in a personal ca- 
pacity or by representation, to proceedings giving 
rise to an order made in accordance with the laws 
of the Province of Ontario, and 


(b) who, at the time the application for the order 
was made, were persons described in subclause 
14(b)(i) of the Family Law Reform Act, Revised 
Statutes of Ontario 1980, c. 152, 


is prescribed as.a class of persons described in the 
laws of a province. 


History: S. 6502 added by B.C. 1985-177, January 24, 1985, Can- 
ada Gazette, Part Il, February 6, 1985, effective commencing De- 
cember 12, 1979. te 


6503. For the purposes of paragraphs 609.02) to 
(j.04) of the Act, subsections 39(7) and 42(8) of the 
Public Service Superannuation Act and subsection 
24(6) of the Royal Canadian Mounted Police Super- 
annuation Act are prescribed. 


History: S. 6503. added by P.C..1994-738, s. 2, May 5, 1994, Can- 
ada Gazette, Part II, May 18, 1994, applicable to 1990 et seq., ex- 
cept that, for the 1990 taxation year, the reference to “paragraphs 
60(j.02) to (j.04)” shall-be read as “paragraphs 60(.02) and (§.04)”. 


Part LXVI — Prescribed 
Order 


History: Part LXVI (s. 6600) added by P.C. 1981-910, April 2, 
1981, Canada Gazette, Part I, April 22, 1981, effective for 1980 et 


seq. 


6600. For the purposes of the definition “overseas 
Canadian Forces school staff’ in subsection 248(1) 
of the Act, the prescribed order is the “Canadian 
Forces Overseas Schools Order” made by Order in 
Council P.C. 1975-3/1054 of 6 May, 1975. 


History: S. 6600 substituted by P.C. 1981-2410, September 3. 
1981. ‘Canada Gazeite, Part II, September 23, 1981, effective in re- 
spect of 1980 et seq. 
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Part LXVII — Prescribed 
Venture Capital 
Corporations, Labour- 
Sponsored Venture Capital 
Corporations, Investment 
Contract Corporations, 
Qualifying Corporations and 
Ereseribed! Block Savings 

an 


History: The heading to Part LXVII substituted by P.C. 1989- 
2306, s. 1, November 23, 1989, Canada Gazette, Part II, December 
6, 1989, applicable to 1986 et seq. 

The heading to Part LX VII substituted by P.C. 1986-2770,.s. 9, De- 
cember 11, 1986, Canada Gazette, Part Il, December 24, 1986. 


The heading to Part LXVII substituted by P.C. 1984-3789, subsec. 
17(1), November 29, 1984, Canada Gazette, Part Il, December 12, 
1984, applicable to taxation years commencing after. November 12, 
1981. 

Part LX VII (ss. 6700, 6701) added by P.-C, 1981-1788, July 2, 1981, 
Canada Gazette, Part Il, July 22, 1981, applicable to 1977 et seq. 


Interpretation Bulletins [Part LXVII]: IT-73R5: The small busi- 
ness deduction; IT-269R3: Part [V-tax on-taxable, dividends re- 
ceived by a private, corporation or a subject corporation;. 


6700. For the purposes of paragraph 40(2)(i), clause 
53(2)(k)G)(C),. paragraph 89(1)(f) -[89(1)“private 
corporation”], subsection 125(6.2),° paragraph 
125(7)(b) [125(7)“Canadian-controlled private cor- 
poration” ], section 186.2 and subsection 191(1) of 
the Act, and in this Part, “prescribed venture capital 
corporation” means at any particular time 


(a) a corporation that is at that time registered 
under the provisions of 


(i) An. Act Respecting Corporations for the 
Development of Quebec. Business Firms, Stat- 
utes of Quebec 1976, c..33, 


(ii) the Small Business Development Corpora- 
tions Act, 1979, Statutes of Ontario 1979, c. 
ean 

(i11) Manitoba Regulation 194/84, being a reg- 
ulation made under The Loans Act, 1983(2), 
Statutes of Manitoba 1982-83-84, c. 36, 


(iv) The Venture Capital Tax Credit Act, Stat- | 


utes of Saskatchewan 1983-84, c. V-4.1, 


(v) the Small Business Equity Corporations 
Act, Statutes of Alberta 1984, c. S-13.5, 


(vi) the Small Business Venture Capital Act, 
Statutes of British Columbia 1985, c. 56, 


(vii) An Act respecting Quebec. business in- 
vestment companies, Statutes of Quebec 1985, 
E9, 


(viil) The Venture Capital Act, Statutes of 
Newfoundland 1988, c. 15, 


(ix), The Labour-sponsored Venture: Capital 
Corporations Act, Statutes of Saskatchewan 
1986, c. L-0.2, 


Income Tax Regulations 


(x) Part 2 of the Employee Investment Act, 
Chapter 24 of the Statutes of British Colum- 
bia, 1989, 


(xi) Part UI of the Labour Sponsored Venture 
Capital. Corporations Act, 1992, Statutes of 
Ontario, 1992, c. 18, or 


(xii) The Labour-Sponsored Venture Capital 
Corporations Act, Continuing Consolidation 
of the Statutes of Manitoba c. L12; 


(b) the corporation established by An Act to Es- 
tablish the Fonds de. solidarité des travailleurs du 
Québec (F.T.Q.), Revised Statutes, of ugpec, F- 
SWAG 


(c) a corporation fant 4 is at. that. time peaistered 
with the Department. of Economic Development 
and Tourism of the Government of the Northwest 
Territories pursuant to the Venture Capital Policy 
‘and Directive issued by the Government of the 
Northwest Territories on June 27, 1985; : 


(d) a corporation that is at that time a registered 
labour-sponsored venture capital corporation; 


(e) the corporation established by The Manitoba 
Employee Ownership Fund Corporation Act, 
Continuing Consolidation of the Statutes of Man- 
itoba, c. E95; 


(f) the corporation established by An Act to estab- 
_ lish Fondaction, le Fonds de développement de la 

Confédération des syndicats nationaux pour la 

coopération et l’emploi, Statutes of Quebec 1995; 
CSAS. or 


(g) a corporation that is at that time registered 
under Part II of the Equity Tax Credit Act, Stat- 
utes of Nova Scotia 1993, c. 3. 


History: Para; 6700(d) amended by P.C. 1998-782, s. 2, May 7, 
1998, Canada Gazette, Part Il, May 27, 1998, applicable after 1995. 


Subpara. 6700(a)(xii) added by P.C, 1997-1943, s. 1, December 17, 
1997, Canada Gazette, Part Il, January 7, 1998, Cee to 1997 
et seq. 


Para. 6700(g) added by 'P.C. 1997-1669, s. 1, November 20, 1997, 
Canada Gazette, Part II; December 10, 1997, applicable:to 1997 et 
seq. 


Para. 6700(f) added by. P:C. 1996-436, s. 1, March 26, 1996, Can- 
ada Gazette, Part II, April 17, 1996, applicable to 1995 et seq. 


Subpara. 6700(a)(xi). added. applicable: to, 1991 et seq., para. (b) 
amended effective June 20, 1986, and para. (e) added applicable to 
1992 et seg., by P.C. 1993-1549, subsecs. 1(2) to (4), July 21, 1993, 
Canada Gazette, Part II, August 11, 1993. 


That portion of s. 6700 preceding para. (a) amended applicable to 
taxation years ending after July 13, 1990, and para. (d) added appli- 
cable after 1988, by P.C. 1992-1307, subsecs. 1(1), (2), June 18, 
1992, Canada Gazette, Part I, July 1, 1992. 


Subpara. (a)(x) added by P.C. 1992-1306, s. 1, June 18, 1992, Can- 
ada Gazette, Part If, July-1, 1992, applicable in respect’ of taxation 
years ending after September 26, 1989. 


That portion of s..6700 preceding para. (a) substituted by P.C..1989- 
2306, subsec. 2(1), November 23, 1989, Canada Gazette, Part II, 
December 6, 1989, applicable to taxation years ending after Rebru- 
ary 18, 1987. 
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That portion of s: 6700 preceding para. (a) substituted by P.C, 1986- 
1048, s. 9). May 1, 1986, Canada Gazette, Part TI, May 14, 1986, 
applicable to 1985’ et seq. 


Subpara. 6700(a)(vi) added by P.C. 1986-739, March 26, 1986, 
Canada Gazente, Part II; April 16, 1986, applicable to 1985 et seq. 


S. 6700 substituted by P.C, 1985-71, January 17, 1985, Canada Ga- 
zette, Part II, February 6, 1985, applicable to 1983 er seq. 


S. 6700, substituted by P.C., 1984-3789, subsec. 17(1), November 
29, 1984, Canada Gazette, Part Il, December 12, 1984, applicable 
to taxation years commencing after Nov ember ps 1981. 


interpretation Bulletins: IT- 458R: -Canadian- controlled private 
corporation. 


6700.1 For the purposes of paragraph’ 40(2)(i) and 
clause 53(2)(k)(i)(C) of the Act, a “prescribed ven- 
ture capital corporation’ at any time includes a cor- 
poration that" at that time has an employee share 
ownership ‘plan registered under the, provisions of 
Part 1 of the Employee Investment Act; chapter 24 of 
the Statutes of British Columbia, 1989. 


History: S. 6700.1 added by P.C. 1992-1306; s. 2; June 18; 1992, 
Canada Gazette, Part II, July 1, 1992, applicable in respect of taxa- 
tion years ending after September 26, 1989. 


6700.2 For the purposes of paragraph 40(2)() and 
clause S3(2)(K(CO) of the Act, “prescribed venture 
capital corporation” at any time includes a corpora- 
tion that at that time is a corporation registered under 
the provisions of Part Il of the Labour Sponsored 
Venture Capital Corporations Act, 1992, Statutes of 
Ontario, 1992, c. 18. 


' History: S. 6700.2 added by PC 1993- 1549, S. “9, July 21, -1993, 
Canada Gazette, Part 11; August 11, 1993)applicable to 1991 et seq. 


6701. For the purposes of paragraph 40(2)(), clause 
53(2)(k)(i)(C), the definition “approved share” in 
subsection 127.4(1), subsections 131(8) and (11), 
section 186.1 and subsection 191(1) of the Act, and 
in this Part, “prescribed labour-sponsored venture 
cae TO aeon « means at any ye ped time 


(a) the corporation established by the Act fo es- 
tablish the Fonds de solidarité des travailleurs du 
Québec 1983, 'c. 58, ty a 


(b) | a corporation that is registered under the pro- 
visions of The Labour-sponsored Venture Capital 
Corporations Act, Statutes of Saskatchewan 
1986, c.\L-0.2, SO 


(c) a corporation that is registered under Part 2 of 
the Employee Investment Act, chapter 24 of the 
Statutes of British Columbia, 1989, © 


“(dy-a registered labour- sponsored venture capital 
corporation, 


. (e).a corporation that is registered under. Part II] 
of the Labour Sponsored Venture Capital Corpo- 

rations Act, 1992, Statutes of Ontario, 1992, c. 
18, 


(f) the corporation establighdd by The Manitoba 
Employee Ownership Fund Corporation Act, 
Continuing Consolidation of the Statutes of Man- 
itoba, c. E95, 


(f.1) a corporation that is registered under The 
~ Labour-Sponsored Venture Capital Corporations 

Act, Continuing Consolidation of the Statutes of 
~ Manitoba c. L12, or 


(g) the corporation established by An Act to es- 
tablish. Fondaction, le Fonds de développement 
de la Confédération des syndicats nationaux pour 
la coopération et l'emploi, Statutes of Quebec 
1995, c. 48, or 


(h) a corporation that is registered under Part I of 

the Equity Tax Credit Act, Statutes of Noya Sco- 

tia 1993, c. 3: 
History: Para. 6701(d) amended by P.C. 1998-782, s. 3, May 7, 
1998, Canada Gazette; Part Il, May 27, 1998, applicable after 1995. 
Para. 6701(f.1) added by P.C.'1997-1943, s. 2, December 17, 1997, 
Canada Gazette, Part 11, January 7, 1998, applicable to 1997 er seq. 
Para: 6701(h) added by P.C. 1997-1669, s. 2, November 20, 1997, 
Canada Gazette, Part 11, De¢ember 10, 1997, applicable to 1997 er 
seq. 
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Para. 6701(g) added by P.C. 1996-436, s.. 2, March 26, 1996, Can- 
ada Gazette, Part Il, April 17, 1996, applicable to 1995 ef seq. 
Para. 6701(e) added applicable to 1991 et seg., and para. (f) added 
applicable to 1992 et seg., by P.C. 1993-1549, 's. 3, July 21, 1993, 
Canada Gazette, Part Il, August 11, 1993. 


6702. For the purposes of subparagraph 40(2)(i)(1i) 
and clause 53(2)(k)(i)(C) of the Act, “prescribed as- 
sistance’” means 


(a) the amount of any assistance received from a 
province that has been provided in respect of, or 
for the acquisition of, a share of the capital stock 
of a prescribed venture capital corporation; 


(a.1) the amount of any assistance provided under 
the Employee Investment Act, chapter 24 of the 
Statutes of British Columbia, 1989, in respect of, 
or for the acquisition of, a share of the capital 
stock of a corporation described in section 
6700.1; 


(a.2) the amount of any assistance provided under 
the Labour Sponsored. Venture Capital Corpora- 
tions Act, 1992, Statutes of Ontario, 1992, c. 18, 
in respect of, or for the acquisition of, a share of 
the capital stock of a corporation described in 
section 6700.2; 


(b) the amount of any tax credit provided in re- 
spect of, or for the acquisition of, a share of a 
prescribed labour-sponsored venture capital cor- 
poration; and 


(c) the amount of any tax credit provided by a 
province in respect of, or for the acquisition of, a 
share of the capital stock of a taxable Canadian 
corporation (other than a share of the capital 
stock of a corporation in respect of which an 
amount has been renounced by the corporation 
under subsection 66(12.6), (12.601), (12.62) or 
(12.64) of the Act) that is held in a prescribed 
stock savings plan. 


Related Provisions: Reg. 7300(b) — Prescribed assistance under 
Reg. 6702 is a prescribed amount for ITA 12(1)(x). 


History: Para. 6702(c) amended by P.C. 1996-494, s. 4, April 16, 
1996, Canada Gazette, Part Il, May 1, 1996, applicable after De- 
cember 2, 1992. 

Para. 6702(a.2) added by P.C. 1993-1549, s. 4, July 21, 1993, Can- 
ada Gazette, Part II, August 11, 1993, applicable to 1991 ef seq. 


6703. For the purposes of section 186.1 of the Act, a 
“prescribed investment contract corporation” means 
a corporation described in clause 146(1)G)(Gi)(B) 
[146(1)‘retirement savings plan’’(b)(ii)] of the Act. 
History: That portion of s. 6701 preceding para. (a) was amended 
applicable to 1990 ef seg. and para. (d) was added applicable after 
1988, by P.C. 1992-1307, subsecs. 2(1), (2), June 18, 1992, Canada 
Gazette, Part Il, July 1, 1992. 


Paras. 6701(c), 6702(a.1) added by P.C. 1992-1306, ss. 3, 4, June 
18, 1992, Canada Gazette, Part II, July 1, 1992, applicable. in re- 
spect of taxation years ending after September 26, 1989. 

S. 6701 substituted, and paras. 6702(a) to (c) substituted for (a) and 
(b) by P.C. 1989-2306, ss. 3 and 4, November 23, 1989, Canada 
Gazette, Part Il, December 6, 1989, applicable to 1986 et seq. 


Income Tax Regulations 


S. 6701 substituted, new s. 6702 added and former s. 6702 renum- 
bered as s. 6703 by P.C. 1986-2770, ss. 10; 11, December 11, 1986, 
Canada Gazette, Part Il, December 24, 1986,. effective from May 
23, 1985. 


S. 6702. added by P.C. 1984-3789, subsec. 17(2), November 29, 
1984, Canada Gazette, Part II, December 12, 1984, applicable to 
taxation years commencing after November 12, 1981. 


6704. For the purposes of section 186.2 of the Act, a 
corporation is a prescribed qualifying corporation in 
respect of dividends received by a shareholder on 
shares of its capital stock if, when the shares were 
acquired by the shareholder, they constituted 


(a) an investment described in sections 33 and 34 
of the Act referred to in subparagraph 6700(a)(i); 


(b) an eligible investment under the provisions of 
an Act referred to in subparagraph 6700(a)(i1), 
(iv), (v), (vi) or (viii) or the regulation referred to 
in subparagraph 6700(a)(ii1); 

(c) a qualified investment under the provisions of 
the Act referred to in subparagraph 6700(a)(vii); 
or 


(d) an investment in an eligible business under 
the Venture Capital Policy and Directive referred 
to in paragraph 6700(c). 
History: Para, 6704(b) amended applicable to reyes a received 
after February 18, 1987, and para. (d) substituted for paras. (d) and 
(e) applicable to dividends received after September 26, 1989, by 
P.C. 1993-1549, s. 5, July 21, 1993, Canada Gazette, Part Hl, Au- 
gust 11, 1993. 
Para. 6704(d) added and former para. (d) redesignated as (e) by P.C. 
1992-1306, .s. 5, June 18, 1992, Canada Gazette, Part Il, July 1, 
1992, applicable in respect of dividends received after September 
26, 1989. 


S. 6704 added by P.C. 1989-2306, s. 5, November 23, 1989; Can- 
ada Gazette, Part Il, December 6, 1989, applicable in respect of diy- 
idends received after February 18, 1987. 


6705. For the purposes of paragraph 40(2)(i), and 
clause 53(2)(k)(i)(C) of the Act, and in this Part, 
“prescribed stock savings plan” means a stock sav- 
ings plan as defined in sere 


(a) the Alberta Stock Savings Plan Act, Statutes 
of Alberta 1986, c. A-37.7; 


(b) The Stock Savings Tax Credit Act, Statutes of 
Saskatchewan 1986, c. S-59.1; 


(c) the Nova Scotia Stock Savings Plan Act, Stat 
utes of Nova Scotia 1987, c. 6; and 


(d) The Stock Savings Tax Credit Act, Statutes of 
Newfoundland 1988, c. 14. 
History: S. 6705 added by P.C. 1989-2306, s. 5, November 23, 


1989, Canada Gazette, Part Il, December 6, 1989, applicable to 
1986 et seq. . 


6706. For the purpose of clause 204.81(1)(c)(v)(F) 
of the Act, a prescribed condition is that, in respect 
of a redemption of a Class A share of a corporation’s 
capital stock, the shareholder requires the corpora- 
tion to withhold an amount in respect of the redemp- 
tion in accordance with Part XII.5 of the Act. 
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Related Provisions: ITA 204.81 — Conditions for registration; 
ITA 211,7 — Recovery of credit. from. provincial LSVCCs; ITA 
211.8(1) — Disposition of approved share. 

History: S. 6706 amended by P.C,. 1998-782, s. 4, May 7, 1998, 
Canada Gazette, Part II, May 27, 1998, applicable to redemptions 
that occur after 1997. : 

The definition “qualifying Class A. share” in subsec. 6706(1) and 
the opening words of subsec. 6706(3) amended, para. 6706(2)(c) 
added, by P.C. 1996-437, s. 1, March 26, 1996, Canada Gazette, 
Part II, April 17, 1996, applicable after December 2, 1992. 


S. 6706 added by P.C. 1992-1307, s. 3, June 18, 1992, Canada Ga- 
zette, Part II, July 1, 1992, applicable in respect of shares redeemed 
after 1991. 


Forms: T1149: Remittance form for labour-sponsored funds tax 
credits withheld on redeemed shares; T2152: Part X.3 tax return for 
a labour-sponsored venture capital corporation; T5006 Summ: Re- 
turn of Class A shares; T5006 Supp: Statement of registered labour- 
sponsored venture capital corporation Class A shares. 


Part LXVIII — Prescribed 
Plans, Arrangements and 
Contributions 


History: The heading to Part LX VIII amended by P.C. 1996-911, 
s. 1, June 20, 1996, Canada Gazette, Part II, July 10, 1996, applica- 
ble after October 8, 1986. The heading formerly read: Prescribed 
Funds or Plans. 


Part LX VIII (s. 6800) added by P.C. 1981-1789, July 2, 1981, Can- 
ada Gazette, Part Il, July 22, 1981, effective from January 1, 1980. 


6800. For the purpose of paragraph (e) of the defini- 
tion “employee benefit plan” in subsection 248(1) of 
the Act, each of the following is a prescribed 
arrangement:, 


(a) the Major League Baseball Players Benefit 
Plan; 


(b) an arrangement under which all contributions 
are made pursuant to a law of Canada or a prov- 
ince, where one of the main purposes of the law 
is to enforce minimum standards with respect to 
wages, vacation entitlement or severance pay; 
and 


(c) an arrangement under which all contributions 
are made in connection with a dispute regarding 
the entitlement of one or more persons to benefits 
to be received or enjoyed by the person or 
persons. 


History: S. 6800 amended by P.C. 1996-911, s. 2, June 20, 1996, 
Canada Gazette, Part Il, July 10, 1996, applicable after 1979. 


6801. For the purposes of paragraph (1) of the defini- 
tion “salary deferral arrangement” in subsection 
248(1) of the Act, a prescribed plan or arrangement 
is an arrangement in writing 


(a) between an employer and an employee that is 
established on or after July 28, 1986 where 


(i) it is reasonable to conclude, having regard 
to all the circumstances, including the terms 
and conditions of the arrangement and any 
agreement relating thereto, that the arrange- 
ment is not established to provide benefits to 
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the employee on or after retirement but is es- 
tablished for the main purpose. of- permitting 
the employee to fund, through salary or wage 
deferrals, a leave. of absence from the em- 
ployee’s employment of not less than 


(A) where the leave of absence is to be 
taken by the employee for the purpose of 
permitting the full-time attendance of the 
employee at a designated educational insti- 
tution (within the meaning assigned by 
subsection 118.6(1) of, the Act, three con- 
secutive months, or ' 


(B) in any other case, six consecutive 
months 


that is to commence immediately after a pe- 
riod (in this section referred to as the “deferral 
period”) not exceeding six years after the date 


‘on which the deferrals for the leave of absence 


commence, 


_ (ii). the amount of salary or wages deferred by 
the employee under all such arrangements for 


the services rendered by the employee to the 
employer in a taxation year does not exceed 
33'/3 per cent of the amount of the salary or 
wages that the employee would, but for the ar- 
rangements, reasonably be expected to have 
received in the year in respect of the services, 


(iii) the arrangement provides that throughout 
the period of the leave of absence the em- 
ployee does not receive any salary or wages 
from the employer, or from any other person 
or partnership with whom the employer does 
not deal at arm’s length, other than 


(A) the amount by which the employee’s 
salary or wages under the arrangement was 
deferred or is to be reduced or, amounts 
that are based on a percentage of the salary 
or wage scale of employees of the em- 
ployer, which percentage is fixed in re- 
spect of the employee. for the deferral pe- 
riod and the leave of absence, and 


(B) the reasonable fringe benefits that the 
employer usually pays to or on behalf of 
employees, 


(iv) the arrangement provides that the 
amounts deferred in respect of the employee 
under the arrangement 


(A) are held by or for the account of a trust 
governed by a plan or arrangement that is 
an employee benefit plan within the mean- 
ing of the definition thereof in subsection 
248(1) of the Act, and provides that the 
amount that may reasonably be considered 
to be the income of the trust for a taxation 
year that has been earned by it for the ben- 
efit of the employee shall be paid in the 
year to the employee, or 
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(B) are held by or for the account of any 
person other than a trust referred to in 
clause (A), and provides that the amount in 
respect of interest or other additional 
amounts that may reasonably be consid- 
ered to have accrued to or for the benefit 
of the employee to the end ofa taxation 
year shall be paid in the year to the 
employee, 


(v) the arrangement provides that the em- 
ployee is to return to his regular employment 
with the employer or an employer that partici- 
pates in the same or a similar arrangement af- 
ter the leave of absence for a period that is not 
less than the pai of the leave of absence, 
and 


(vi) subject to subparagraph (iv), the arrange- 
ment provides that all amounts held for the 
employee’s benefit under the arrangement 
shall be paid to the employee out of or under 
the arrangement no later than the end of the 
first taxation year that commences after the 
end of the deferral period; 


(b) between an employer and an employee that is 
established before July 28, 1986 where: it is rea- 
sonable to conclude, having regard to all the cir- 
cumstances, including the terms and conditions 
of the arrangement and any agreement relating 
thereto, that the arrangement is not established to 
provide benefits on or after retirement but is es- 
tablished for the main purpose of permitting the 
employee to fund, through salary or wage defer- 
rals, a leave of absence from the employment and 
under which the deferrals in respect of the leave 
of absence commenced before 1987; 


(c) that is established for the purpose of deferring 


the salary or wages of a professional on-ice offi- | 


cial for his services as such with the National 
Hockey League if, in the case of an official resi- 
dent in Canada, the trust or other person who has 
custody and control of any funds, investments or 
other property under the arrangement is resident 
in Canada; or 


(d) between a corporation and an employee of the 


corporation or a corporation related thereto under | 


which the employee (or, after the employee’s 
death, a dependant or relation of the employee or 
the legal representative of the employee) may or 
shall receive an amount that may reasonably be 
attributable to duties of an office or employment 
performed by the employee on behalf of the cor- 
poration or a corporation related thereto where 


(i) all amounts that may be received under the 
arrangement shall be received after the time of 
the employee’s death or retirement from, or 
loss of, the office or employment and no later 
than the end of the first calendar year com- 
mencing thereafter, and 


Income Tax Regulations 


(ii) the aggregate of all amounts each of which 
may be received under the arrangement de- 
pends on the fair market value of shares of the 
capital stock of the corporation or a corpora- 
tion related thereto at a time within the period 
that commences one year before the time of 

the employee’s death or retirement from, or 
loss of, the office or employment and ends at 
the time the amount is received, 


unless, by reason of the arrangement or a series 
of transactions that includes the arrangement, the 
employee or a person with whom the employee 
does not deal at arm’s length is entitled, eithér 
immediately or in the future, either absolutely or 
contingently, to receiye or obtain any amount or 
benefit granted or to be granted for the purpose of 
reducing the impact, in whole or in part, of any 
reduction in the fair market value of the shares of 
the corporation or a corporation related thereto. 


Related Provisions: Reg. 8508 — Effect of salary deferral leave 
plan on registered pension. plan. 


History: Subpara. 6801(a)(i) substituted applicable to 1989-et seq:, 
and para. (d) added applicable to 1986 et seg., by P.C. 1990-301, 
subsecs. 1(1), (4), February. 21, 1991, Canada Gazette, Part U, 
March 13, 1991. 


S. 6801 added by P.C. 1988-191, February 4, 1988, Canada Ga- 
zette, Part-II, February 17, 1988, applicable to 1986 et.seq. 


I.T. Technical News: No. 11 (reporting of amounts paid out of an 
employee benefit: plan: 


Advance Tax Ruling: ATR-39: Self-funded leave of absence. 


6802. For the purposes of paragraph (n) of the defi- 
nition “retirement compensation arrangement” in 
subsection 248(1) of the Act, a prescribed plan or ar- 
rangement is 


(a) the plan instituted by the Canada Pension 
Plan; 


(b) a provincial pension plan as defined in section 
3 of the Canada Pension Plan; 


(c) a plan instituted by the Unemployment Insur- 
ance Act; : 


(d) a plan pursuant to an agreement in writing 
that is established for the purpose of deferring the 
salary or wages of a professional on-ice official 
for the official’s services as such with the Na- 
tional Hockey League if, in the case of an official 
resident in Canada, the trust or other person who 
has custody and control of any funds, investments 
or other property under the plan is ecsident in 
Canada; | 


(e) an arrangement under which all contributions 
are made pursuant to a law of Canada or a prov- 
ince, where one of the main purposes of the law 
is to enforce-minimum, standards with respect to 
wages, vacation entitlement or severance pay; 


(f) an arrangement under which all contributions 
are made in connection with a dispute regarding 
the entitlement of one or more persons ‘to benefits 
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to be received or enjoyed by the person or per- 
sons; or 


(g) a plan or arrangement instituted by the social 
security legislation of a country other than Can- 
ada or of a state, province or other political subdi- 
vision of such a country. 
History: Para. 6802(e) amended, paras. (f) and (g) added, by P.C. 
1996-911, s. 3, June 20, 1996, Canada Gazette, Part II, July 10, 
1996, applicable after October 8, 1986. 


S. 6802 added by P.C. 1991-2540, s. 6, December 16, 1991, Canada 
Gazette, Part I, January 15, 1992, applicable after October 8, 1986, 
except that before December 12, 1988, para. 6802(c) shall be read 
as follows: “(c) a plan instituted by the Unemployment Insurance 
Act, 1971;”. 


6803. For the purposes of the definition “foreign re- 
tirement arrangement” in subsection 248(1) of the 
Act, a prescribed plan or arrangement is a plan or 
arrangement to which subsection 408(a), (b) or (h) of 
the United States Internal Revenue Code of 1986, as 
amended from time to time, applies. 

History: S. 6803 added by P.C. 1992-2416, November 26, 1992, 
Canada Gazette, Part Il, December 16, 1992, applicable to 1990 et 
seq. 


6804. Contributions to foreign plans — (1) 
Definitions — The definitions in this subsection 
apply in this section. 


“foreign non-profit organization” means, 
(a) at any time before 1995, an organization 


(i) that at that time meets the conditions in 
subparagraphs (b)(i) to (ili), or 

(ii) that at that time is not operated for the pur- 
pose of profit, and whose assets are situated 
primarily outside Canada throughout the cal- 
endar year that includes that time, and 


(b) at any time after 1994, an organization that at 
that time 


(i) is not operated for the purpose of profit, 
(ii) has its main place of management outside 
Canada, and 

(iii) carries on its activities primarily outside 
Canada. 


“foreign plan” means a plan or arrangement (deter- 
mined without regard to subsection 207.6(5) of the 
Act) that would, but for paragraph (1) of the defini- 
tion “retirement compensation arrangement” in sub- 
section 248(1) of the Act, be a retirement compensa- 
tion arrangement. 


“qualifying entity” means a non-resident entity that 
holds all or part of the assets of a foreign plan where 
the following conditions are satisfied: 
(a) the entity is resident in a country under the 
laws of which an income tax is imposed, and 
(b) where those laws provide an exemption from 
tax, a reduced rate of tax or other favourable tax 
treatment for entities that hold assets of pension 
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or other retirement plans, the entity qualifies for 
the favourable treatment. 


(2) Electing employer — For the purposes of this 
section, an employer is an electing employer for a 
calendar year with respect to a foreign plan where 


(a) the employer has sent or delivered to the Min- 
ister a letter stating that the employer elects to 
have this section apply with respect to contribu- 
tions to the foreign plan, and 


(b) the letter was sent or delivered on or before 


(i) the last day of February in the year follow- 
ing the first calendar year after 1991 in which 
a contribution that is or would be if subsection 
207.6(5.1) of the Act were read without refer- 
ence to paragraph (a) of that subsection, a res- 
ident’s contribution (as defined in that subsec- 
tion) was made under the foreign plan in 
respect of services rendered by an individual 
to the employer, or 


(ii) any later date that is acceptable to the 
Minister, 


except that an employer is not an electing employer 
for a year with respect to a foreign plan if the Minis- 
ter has granted written permission for the employer 
to revoke, for the year or a preceding calendar year, 
the election made under paragraph (a) in respect of 
the foreign plan. . 


(3) Election by union — Except as otherwise per- 
mitted in writing by the Minister, an election made 
by a trade union for the purpose of subsection (2) is 
valid only if it is made by the highest-level structural 
unit of the union. 


(4) Contributions made before 1992 — For the 
purpose of paragraph 207.6(5.1)(a) of the Act, a con- 
tribution made under a foreign plan by a person or 
body of persons in a calendar year before 1992 is a 
prescribed contribution where 


(a) the contribution is paid to a qualifying entity; 
(b) each employer (in this subsection referred to 


as a “contributor”’) that makes a contribution 
under the foreign plan in the year is 


(i) a non-resident corporation throughout the 
year, 


(ii) a partnership that makes contributions 

under the foreign plan primarily in respect of 

services rendered outside Canada to the part- 

nership by non-resident employees, or 

(iii) a foreign non-profit organization through- 

out the year; 
(c) if a corporation or partnership (other than a 
corporation or partnership that is a foreign non- 
profit organization throughout the year) is a con- 
tributor, no individual who is entitled (either ab- 
solutely or contingently) to benefits under the 
foreign plan is a member of a registered pension 
plan, or a beneficiary under a deferred profit 
sharing plan, to which a contributor, or a person 
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or body of persons not dealing at arm’s length 
with a contributor, makes, or is required to make, 
contributions in relation to the year; 


(d) contributions made in the year under the Fe 
eign plan for the benefit of individuals resident in 
Canada are reasonable in relation to contributions 
made under the plan for the benefit of non-resi- 
dent individuals; and 


(e) the foreign plan is not a pension plan the re- 
gistration of which under the Act has been 
revoked. 7 


(5) Contributions made in 1992, 1993 or 
1994 — For the purpose of paragraph 207.6(5.1)(a) 
of the Act, a contribution made under a foreign plan 
by a person or body of persons at any time in 1992, 
1993 or 1994 in respect of services rendered by an 
individual to an employer is a prescribed contribu- 
tion where» 


(a) the contribution is paid to a qualifying entity; 


(b) the employer is an electing employer for the — 


year with respect to the foreign plan; 


(c) if the employer is not at that time a foreign 
non-profit organization, the individual is not a 
member of a registered pension plan (other than a 
specified multi-employer plan, as defined in sub- 
section 147.1(1) of the Act), or a'deferred profit 
sharing plan, in which the employer, or a person 
or body of persons that does not deal at arm’s 
length with the employer, participates; and 


(d) either 
@ the employer 1 is 


(A).a. corporation that is not resident in 
Canada at that time, 


(B) a partnership that makes contributions 
under the foreign plan primarily in respect 
of services rendered outside Canada to the 


partnership by non-resident employees, or — 


(C) a foreign non-profit organization at 
that time, or 


(ii) the individual was non-resident at any 
time before the contribution is made and be- 
came a member of the foreign plan before the 
end of the month after the month in which the 
individual became resident in Canada. 


(6) Contributions made after 1994 — For the 
purposes of paragraph 207.6(5.1)(a) of the Act, a 
contribution made under a foreign plan by a person 
or body of persons at any time ina calendar year af- 
ter 1994 in respect of services rendered by an indi- 
vidual to an entpleyeras is a sania ste marmnition 
where 


(a) the contribution is paid to a qualifying entity; 


(b) the employer is an electing employer for the 
year with respect to the foreign plan; 
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(c) if the employer is at that time a foreign non- 
profit organization, 


(i) the amount that, if subsection 8301(1) were 
read without reference to paragraph (b) of that 
subsection, would be the individual’s pension 
adjustment for the year in respect of the. em- 
ployer is nil, or 


(ii) the amount that, if all contributions fagas 
under the foreign plan in the year in respect of 
the individual were prescribed: by this subsec- 
tion, would be the individual’s pension adjust- 
ment for the year in respect of the employer 
does not exceed the lesser of 


(A) the money purchase limit for the niet 
and 


(B) 18% of the individual’s compensation 
(as defined in subsection 147.1(1) of the 
Act) for the year from the employer; " 
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(d) if | | 
(i) the employer is at that time a foreign non- 
profit organization, and 


(ii) a period in the year throughout which the 
individual rendered services to the employer 
would be, under paragraph 8507(3)(a), a qual- 
ifying period of the individual with respect to 
another employer if that paragraph were read 
without reference to subparagraph (iv) of that 
-' paragraph, 
subsection 8308(7) applies with respect to the de- 
termination of the individual’s pension adjust- 
~ ment for the year with respect to each employer; 
and 


(e) if the employer is not at that time a foreign 
non-profit organization, 
(i) the individual was non-resident at any time 
before the contribution is made, 


(ii) the individual became a member of the 
foreign plan before the end of the month after 
the month in which the individual became res- 
ident in Canada, and 

(iii) the individual is not a member of a regis- 
tered pension plan, or a deferred profit sharing 
plan, in which the employer, or a person or 
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body of persons that does not deal at arm’s 
length with the employer, participates. 


(7) Replacement plan — For the purposes of sub- 
paragraphs (5)(d)(it) and (6)(e)(ii), where benefits 
provided to an individual under a particular plan or 
arrangement are replaced by benefits under another 
plan or arrangement, the other plan or arrangement is 
deemed, in respect of the individual, to be the same 
plan or arrangement as the. particular plan or 
arrangement. ) 


History: S. 6804 added by. P.C. 1996-911, s..4, June 20, 1996, 
Canada Gazette, Part Il, July 10, 1996, applicable after October 8, 
1986. 


Part LXIX — Prescribed 
Offshore Investment Fund 
Properties 


History: Part LXIX (s. 6900) added by P.C. 1986-1048, s. 10, May 
1; 1986, Canada Gazette, Part Il, May 14, 1986, applicable after 
1984. ; 


History [former Part LXIX]: Former Part LXIX, “Aviation Tur- 
bine Fuel”, revoked by P.C. 1985-2277, s. 18, July 24, 1985, Can- 
ada Gazette, Part Il, August 7, 1985, applicable with respect to 
purchases and dispositions of aviation turbine fuel occurring after 
April 30, 1983. 


Former Part LXIX added by P.C. 1983-1531, May 26, 1983, Can- 
ada Gazette, Part II, June 8, 1983, applicable with respect to dispo- 
sitions occurring and purchases made, with respect to aviation tur- 
bine fuel, after January 31, 1982. 


6900. For the purpose of paragraph 94.1(2)(a) 
[94.1(2)“designated cost’”’] of the Act, an offshore in- 
vestment fund property (within the meaning assigned 
by subsection 94.1(1) of the Act) of a taxpayer that 


(a) was acquired by him by way of bequest or in- 
heritance from a deceased person who, through- 
out the five years immediately preceding his 
death, was not resident in Canada, 


(b) had not been acquired by the deceased from a 
person resident in Canada, and 


(c) is not property substituted for property ac- 
quired by the deceased from a person resident in 
Canada 


is a prescribed offshore investment fund property of 
the taxpayer. 


Part LXX — Accrued Interest 
on Debt Obligations 


History: Part LXX (s. 7000) added by P.C. 1983-3529, November 
17, 1983, Canada Gazette, Part Il, November 24, 1983, effective for 
taxation years commencing after 1981. 


7000. (1) Prescribed debt obligations — For 
the purpose of subsection 12(9) of the Act, each of 
the following debt obligations (other than a debt ob- 
ligation that is an indexed debt obligation) in respect 
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of which a taxpayer has at any time acquired an in- 
terest is a prescribed debt obligation: 


(a) a particular debt obligation in respect of 
which no interest is stipulated to be payable in re- 
spect of its principal amount; . 


(b) a particular debt obligation in respect of 
which the proportion of the payments of principal 
to which the taxpayer is entitled is not equal to 
the proportion of the payments of interest to 
which he is entitled; 


' (c) a particular debt obligation, other than one de- 
scribed in paragraph (a) or (b), in respect of 
which it can be determined, at the time the tax- 
payer acquired the interest therein, that the maxi- 
mum amount of interest payable thereon in a year 
ending after that time is less than the maximum 
amount of interest payable thereon in a subse- 
quent year; and 


(d) a particular debt obligation, other than one de- 
scribed in paragraph (a); (b) or (c), in respect of 
which the amount of interest to be paid in respect 
of any taxation year is, under the terms and. con- 
ditions of the obligation, dependent on a contin- 
gency existing after the year, 


and, for the purposes of this subsection, a.debt obli- 
gation includes, for greater certainty, all of the is- 
suer’s obligations to pay principal and interest under 
that obligation. 


Related Provisions: ITA 18.1(14) — Right to receive production 
deemed to be debt obligation. 


History: The opening words of subsec. 7000(1) amended by P.C. 
1996-1419, subsec. 3(1), September.11, 1996, Canada Gazette, Part 
II, October 2, 1996, applicable to debt obligations issued after Octo- 
ber £0, ToS: 


Advance Tax Ruling: ATR-61: Interest accrual rules. 


(2) For the purposes of subsection 12(9) of the Act, 
the amount determined in prescribed manner that is 
deemed to accrue to a taxpayer as interest on a pre- 
scribed debt obligation in each taxation year during 
which he holds an interest in the obligation is, 


(a) in the case of a prescribed debt obligation de- 
scribed in paragraph (1)(a), the amount of interest 
that would be determined in respect thereof if in- 
terest thereon for that year were computed on a 
compound interest basis using the maximum of 
all rates each of which is a rate computed 


(i) in respect of each possible circumstance 
under which an interest of the taxpayer in-the 
obligation could mature or be surrendered or 
retracted, and 


(ii) using assumptions concerning the interest 
rate and compounding period that will result 
in a present value, at the date of purchase of 
the interest, of all the maximum payments 
thereunder, equal-to the cost thereof to the 
taxpayer; 

(b) in the case of a prescribed debt obligation de- 

scribed in paragraph (1)(b), the aggregate of all 
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amounts each of which is the amount of interest 


~ that would be determined in respect of his interest 


in a payment under the obligation if interest 


_ thereon for that year were computed on a com- 


pound interest basis using the specified cost of 
his interest therein and the specified interest rate 
in respect of his total interest in the obligation, 
and for the purposes of this paragraph, 
(i) the “specified cost” of his interest in a pay- 
ment under the obligation is its present value 
at the date of purchase computed using the 
specified interest rate, and | 


(ii) the “specified interest rate” is the maxi- 
mum of all rates each of which is a rate com- 
- puted 


(A) in respect of each possible circum- 
stance under which an interest of the tax- 
payer in the obligation could mature or be 
surrendered or retracted, and ) 

(B) using assumptions concerning the in- 
terest rate and compounding period. that 
will result in a present value, at the date of 
purchase of the interest, of all the maxi- 
mum payments to the taxpayer in respect 
of his total interest in the obligation, equal’ 
to the cost of that interest to the taxpayer; 


(c) in the case of a prescribed debt obligation de- 


scribed in paragraph (1)(c), other than an obliga- 
tion in respect of which pap if 1) aDDlics, 


the greater of 


(i) the maximum amount of interest thereon in 
respect of the year, and 


(ii) the maximum amount of interest that 
would be determined in respect thereof if in- 
terest thereon for that year were computed on 
a compound interest basis using the maximum 
of all rates each of which is a rate computed 


(A) in respect of each possible circum- 
stance under which an interest of the tax- 
payer in the obligation could mature or be 
surrendered. or retracted, and | 


(B) using assumptions concerning the in- 
terest rate and compounding period that 
will result in a present value, at the date of 
issue of the obligation, of all the maximum 
payments thereunder, equal to its principal 
amount; 


(c.1) in the case of a prescribed debt abi @ition 
described in paragraph (1)(c) for which 


(i) the rate of interest stipulated to be payable 
in respect of each period throughout which the 
obligation is outstanding is fixed at the date of 
issue of the obligation, and 


(ii) the stipulated rate of interest applicable at 
each time is not less than each stipulated rate 
of interest applicable before that time, 


the amount of interest that would be determined 
in respect of the year if interest on the obligation 
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for that year were computed on a compound in- 
terest basis using the maximum of all rates each 
of which is the compound interest rate that, for a 
particular assumption with respect to when the 
taxpayer’s interest in the obligation will mature 
or be surrendered or retracted, results in a present 
value (at the date the taxpayer acquires the inter- 
est in the obligation) of all payments under the 
obligation after the acquisition by the taxpayer of 
the taxpayer’s interest in the obligation equal to 
the principal amount of the obligation at the date 
of acquisition; and 


(d) in the case of a prescribed debt obligation de- 
scribed in paragraph (1)(d), the maximum 
amount of interest thereon that could be payable 
thereunder in respect of that year. 


Related Provisions: ITA 18.1(14) — Right to receive production 
deemed to be debt obligation. 


History: Para. 7000(2)(c) amended, para. (c.1) added, by P.C. 
1996-570, subsecs. 1(1), (2), April 23, 1996, Canada Gazette, Part 
II, May 1, 1996, applicable to 1993 et seq. Li 


Advance Tax Ruling: ATR-61: Interest accrual rules. 


(3) For the purpose of this section, any bonus or pre- 
mium payable under.a debt obligation is considered 
to be an amount of interest payable under the 
obligation. ab bees ) 

History: Subsec. 7000(3) amended by P.C. 1996-1419, subsec. 


3(2), September 11, 1996, Canada Gazette, Part II, October 2, 1996, 
applicable to. debt obligations issued after October 16, 1991. 


Advance Tax Ruling: ATR-61: Interest accrual rules. 


(4) For the purposes of this section, where 


(a) a taxpayer has an interest in a debt obligation 
(in this subsection referred to as the “first inter- 
est”) under which there is a conversion privilege 
or an option to extend its term upon maturity, and 


(b) at the time the obligation was issued (or, if 
later, at the time the conversion privilege or op- 
tion was added or modified), circumstances could 
reasonably be foreseen under which the holder of 
the obligation would, by exercising the conver- 
sion privilege or option, acquire an interest in a 
debt obligation with a principal, amount less than 
its fair market value at the time of acquisition, 


the subsequent interest in any debt obligation ac- 
quired by the taxpayer by exercising the conversion 
privilege or option shall be considered to be a con- 
tinuation of the first interest. 

History: Subsec. 7000(4) amended by P.C. 1996-570, subsec. 1(3), 
April 23, 1996, Canada Gazette, Part Il, May 1, 1996, applicable 
with respect to debt obligations acquired by reason of the exercise 
after August 11, 1993 of a conversion privilege or an option to ex- 
tend the term of another debt obligation. 


(5) For the purposes of making the computations re- 
ferred to in paragraphs (2)(a), (b), (Cc) and (c.1), the 
compounding period shall not exceed one year and 
any interest rate used shall be constant from the date 
of acquisition or issue, as the case may be, until the 
time of maturity, surrender or retraction. 
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History: Subsec. 7000(5) amended by;P.C. 1996-570. subsec, 1(4), 
April 23, 1996, Canada Gazette,.Part IL, May,1, 1996, applicable to 
1993 et seq. 


(6) For the purpose of the definition “investment 
contract” in subsection 12(11) of the Act, a regis- 
tered retirement savings plan or a registered retire- 
ment income fund, other than a plan or fund to 
which a trust is a party, is ‘a’ prescribed ‘contract 
throughout a calendar year where’ an annuitant (as 
defined in subsection 146(1) or 146.3(1) of the Act, 
as the case may be) under the plan, or fund. is alive at 
any time in the year or..was alive at any time. in the 
preceding calendar year. 515) 
Related Provisions: ITA 142,3(1)(c) —No income accrual from 
specified debt obligation. 

History: Subsec. 7000(6) amended by P.C. 1996-568, s. 1, April 
23, 1996, Canada Gazette, Part I], May 1,'1996, applicable to. 1993 
et seq. 

Subsec. 7000(6) added by P.C. 1985-2277, s. 19, July 24,1985, 
Canada Gazette, Part I; August 7; 1985, applicable :to taxation 
years commencing after 1981, 


7001. Indexed debt obligations — (1) For the 
purpose of subparagraph 16(6)(a)(G) of the Act, 
where at any time in a taxation year a taxpayer holds 
an interest in an indexed debt obligation, there is pre- 
scribed as interest receivable and received by the 
taxpayer in the year in respect of the obligation. the 
total of | 


(a) the amount, if any, by which 


(i) the total of all amounts each of which ts the 
“amount by which the amount payable in re- 
spect of the taxpayer’s interest in an indexed 
payment under the obligation (other than a 
payment that is an excluded payment with re- 
spect to the taxpayer for the year)’ has, be- 
cause of a change in the purchasing power of 
money, increased over an inflation adjustment 
period of the obligation that ends in the year 


exceeds the total of 


(ii) that portion of the total, if any, determined 
under subparagraph (i) that is required, other- 
wise than by subsection 16(6) of the Act, to'be 
included in computing the taxpayer’s income 
for the-year or a preceding taxation year, and 


(iii) the total of all amounts each of which is 
the amount by which the amount payable in 
respect of the taxpayer’s interest in an indexed 
payment under the obligation (other than a 
payment that is an excluded payment with re- 
spect to the taxpayer for the year) has, by rea- 
son of a change in the purchasing power of 
money, decreased over an inflation adjustment 
period of the obligation that ends in the year, 
and 


(b) where the non-indexed debt obligation associ- 
ated with the indexed debt obligation 1s an obli- 
gation that is described in any of paragraphs 
7000(1)(a) to (d), the amount of interest that 
would be determined under subsection 7000(2) to 
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accrue to the taxpayer in respect of the non-in- 
dexed debt obligation in the particular period that 


(i) begins at the beginning of the first inflation 
adjustment period of the indexed debt obliga- 
tion in respect of the taxpayer that ends in the 
year, and 


(ii) ends at the end of the last inflation adjust- 
ment period of the indexed debt obligation in 
respect of the taxpayer that. ends in.the year 


if the particular period were a taxation year of the 
taxpayer and the taxpayer’s interest in the in- 
dexed debt obligation were an interest in the non- 
indexed debt obligation. 


(2) For the purposes of subparagraph 16(6)(a)(ii) -of 
the Act, where at any time in a taxation year a tax- 
payer holds an interest in an indexed debt obligation, 
there is prescribed as interest payable and: paid by 
the taxpayer in the year in respect of the poli gatron 
the amount, if any, by which 


(a) the total of the amounts, if any, determined 
under subparagraphs (1)(a)(ii) and (iil) for the 
year in respect of the taxpayer’ Ss interest in the 
obligation 


exceeds 


(b) the amount, if any, determined under subpara- 
graph (1)(a)(i) for the year in respect of the tax- 
payer’s interest in the obligation. =~ 


(3) For the purposes of subparagraph 16(6)(b)(i) of 
the Act, where at any time in a taxation year an in- 
dexed debt obligation is an obligation of a taxpayer, 
there is prescribed as interest payable in respect of 
the year by the taxpayer in respect of the obligation 
the amount, if any, that would be determined under 
paragraph (1)(a) in respect of the taxpayer for the 
year if, at each time at which the obligation is. an ob- 
ligation of the taxpayer, the taxpayer were the holder 
of the obligation and not the debtor under the 
obligation. 


(4) For the purposes of subparagraph 16(6)(b)(ii) of 
the Act, where at any time in a taxation year an in- 
dexed debt obligation is an obligation of a taxpayer, 
there is prescribed as interest receivable and received 
by the taxpayer in the year in respect of the obliga- 
tion the amount, if any, that would be determined 
under subsection (2) in respect of the taxpayer for 
the year if, at each time at which the obligation is an 
obligation of the taxpayer, the taxpayer were the 
holder of the obligation and not the debtor under the 
obligation. 


(5) For the purpose of determining the amount by 
which an indexed payment under an indexed debt 
obligation has increased or decreased over a period 
because of a change in the purchasing power of 
money, the amount of the indexed payment at any 
time shall be determined using the method for com- 
puting the amount of the payment at the time it is to 
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be made, adjusted in.a reasonable manner to take 
into account the earlier date of computation. 


(6) For the purposes of this section, the non-indexed 
debt obligation associated with an indexed debt obli- 
gation is the debt obligation that would result if the 
indexed debt obligation were amended to eliminate 
all adjustments determined by reference to changes 
in the purchasing power of money. 


(7) In this section, 


“excluded payment” with respect to a taxpayer for 
a taxation year means an indexed payment under an 
indexed debt obligation where 


(a) the non-indexed debt obligation associated 
with the indexed debt obligation provides for the 
payment, at least annually, of interest at a single 
fixed rate, and 


(b) the indexed payment corresponds to one of 
the interest payments referred to in paragraph (a), 


but does not include payments under an indexed debt 
obligation where, at any time in the year, the tax- 
payer’s proportionate interest in a payment to be 
made under the obligation after that time differs 
from the taxpayer’s proportionate interest in any 
other payment to be made under the obligation after 
that time; | 


‘indexed payment” means, in relation to an indexed 
debt obligation, an amount payable under the. obliga- 
tion that is determined by reference to the purchasing 
power of money; 


‘Gnflation adjustment period” of an indexed debt 
obligation. means, in relation to a taxpayer, 


(a) where the taxpayer acquires and disposes of 
the taxpayer’s interest in the obligation in the 

- same regular adjustment period of the obligation, 
the period that.begins when the taxpayer acquires 
the interest in the obligation and ends when. the 
taxpayer disposes of the interest, and 


(b) in any other case, each of the ead inches con- 
secutive periods: 


(i) the period that begins when the taxpayer 
acquires the taxpayer’s interest in the obliga- 
“tion and ends at the end of the regular adjust- 

ment period of the obligation in which the tax- 

payer acquires the interest in the obligation,’ 


(ii) each succeeding regular adjustment period 
of the obligation. throughout which. the. tax- 
payer holds the interest in the obligation, and 


(iii) where the taxpayer does not dispose of 
the interest in the obligation at the end of a 
regular adjustment period: of ‘the obligation, 
the period that begins immediately after the 
last period referred to in subparagraphs (a) and 
(ii) and that ends when the taxpayer disposes 
of the interest in the obligation; : 
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“regular adjustment period” of an indexed debt 
obligation means 


(a) where the terms or conditions of the obliga- 
tion provide that, while the obligation is outstand- 
ing, indexed payments. are to be made at regular 
intervals not exceeding 12 months in length, each 
of the following periods: . 


(1) the period that begins when the obligation 
is issued and ends when the first indexed pay- 
ment is required to be made, and 


(i1) each succeeding period beginning when an 
indexed payment is required to. be made and 
ending when the next indexed payment 1s re- 
quired to be made, 


(b) where paragraph (a) does not apply and the 
obligation is outstanding forless than.12 months, 
the period that begins when the obligation is is- 
sued and ends when the obligation ceases to be 
outstanding, and 


(c) in any other case, each of the following 
periods: 


(i) the 12-month period that begins when the 
obligation is issued, 


(ii) each succeeding 12-month period through- | 


out which the obligation is outstanding, .and 


(iii) where the obligation ceases to be out- 
standing at a time other than the end of a 12- 
month period referred to in subparagraph (i) 
or (ii), the period that commences immedi- 
ately after the last period referred to in those 
subparagraphs and that ends when the obliga- 
tion ceases to be outstanding. 

History: S. 7001. added by P.C. 1996-1419, .s. 4, September 11, 

1996, Canada Gazette, Part I, October 2, 1996, applicable to debt 

obligations issued after October 16, 1991. 


Part LXXI — Prescribed 
Federal Crown Corporations 


History: Part LXXI (s. 7100) added by P.C. 1984-3095, August 31, 
1984, Canada Gazette, Part II; September 19, 1984, effective Sep- 
tember 1, 1984. 


7100. For the purposes of section 27 and subsection 


124(3) of the Act, the following are hereby pre-— 


scribed to be federal Crown corporations: 


Canada Deposit Insurance Corporation 
Canada Development Investment: Corporation 
Canada Lands Company Limited 

Canada Mortgage and Housing Corporation 
Canada Post Corporation 

Canadian Broadcasting Corporation 

Cape Breton Development Corporation 
Farm Credit Corporation 

Freshwater Fish. Marketing Corporation 
Petro-Canada 

Royal Canadian Mint 

Teleglobe Canada 

The St. Lawrence Seaway Authority 
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VIA Rail Canada Inc. 


History: S..7100:amended by P.C. 1996-1927, s. 1, December 19, 
1996, Canada Gazette, Patt II, January 8, 1997; the deletion of “Air 
Canada” and the addition of “Canada Lands Company Limited” ap- 
plicable November 1, 1995; the deletion of the reference to National 
Railways applicable January 1, 1996. , 

S. 7100 amended by P.C. 1994-930, June 2, 1994, Canada Gazette, 
Part II, June 15, 1994, applicable after March 26, 1994. 

S. 7100 amended by P.C. 1991-2029, October 24, 1991, Canada 
Gazette, Part Il, November 6, 1991, effective commencing July 3, 
1991. ; 

S. 7100 amended by P.C. 1991-1822, September 26, 1991, Canada 
Gazette, Part Il, October 9, 1991, applicable commencing January 
toed. 


S. 7100 amended by. P.C. 1991-350, February 28, 1991, Canada 
Gazette, Part Il, March 13, 1991, applicable after January 1991. 


S. 7100 amended by P.C. 1986-2590, s. 18, November 20, 1986, 
Canada Gazette, Part Il, December 10, 1986, effective July 15, 
1985. 


S. 7100 amended by P.C,: 1985-466, February 14, 1985, Canada 


Gazette, Part II, March 6, 1985, effective commencing September 1, 
1984. 


Interpretation Bulletins: IT-347R2: Crown corporations. 


Part LXXIIl — Cumulative 
Deduction Account 


History: Part LXXII (s. 7200) added by P.C. 1984-3789, s. 18, No- 
vember 29, 1984, Canada Gazette, Part Il, December 12, 1984, ap- 
plicable in respect of the first taxation year of a corporation ending 
after 1982. 


7200. Prescribed addition and reduction — (1) 
For the purposes of subparagraph 125(6)(b)(iii.1) of 
the Act, “prescribed addition” in respect of a corpo- 
ration means 


(a) where, during the period of time commencing 
on October 24, 1979 and ending at the time of the 
commencement of the corporation’s first taxation 
year ending after 1982, the number of specified 
reductions deducted in computing the cumulative 
deduction account of the corporation exceeds the 
number of specified additions added in comput- 
ing the cumulative deduction account of the cor- 
poration, the amount, if any, by which 


(i) the amount of the last specified reduction 
deducted in computing the corporation’s cu- 
mulative deduction account 


exceeds '/s of the amount, if any, by which 


(ii) the aggregate of all amounts deducted by 
virtue of subparagraph 125(6)(b)(iv) of the 
Act in computing the corporation’s cumula- 
tive deduction account during the period of 
time commencing on the first day of the taxa- 
tion year of the corporation in which the last 
specified reduction was made and ending at 
the time of the commencement of the corpora- 
tion’s first taxation year ending after 1982 


exceeds 


(iii) the aggregate of all amounts added by vir- 
tue of subparagraphs 125(6)(b)(ii) and (iii) of 
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the Act in computing the corporation’s cumu- 
lative deduction account during the period of 
time referred to in-subparagraph (ii);.and 


(b) where, during the period of time commencing 
on October 24, 1979 and ending at the time of the 
commencement of the corporation’s first taxation 
year ending after 1982 


(i) the number of specified sollaphane de- 
ducted in computing the cumulative deduction 
account of the corporation equals the number 
of specified additions added in computing the 
cumulative ‘deduction account of the 
corporation, 


(ii) the later of the last specified reduction and 
the last specified addition was a specified re- 
duction, and 


(iii) the amount of the last specified reduction 
exceeds the amount of the last. specified 
addition, 


the amount, if any, by which 


(iv) the amount by which the amount of the 
last specified.reduction:exceeds the amount of 
the last specified addition 


exceeds '/s of the amount, if any; by which 


(v) the aggregate of all.amounts. deducted, by 
virtue of subparagraph. 125(6)(b)(iv) of the 
Act in computing the corporation’s cumula- 
tive deduction account during the period of 
time commencing on the first day of the taxa- 
tion year. of the corporation in which the last 
specified reduction was made and ending) at 
the time of the commencement of the:corpora- 
tion’s first taxation year cache, after 1982 


exceeds 


(vi) the aggregate of all amounts added by vir- 
tue of subparagraphs 125(6)(b)(ii) and (iii) of 
the Act in computing the corporation’ s, cumu- 
‘lative deduction account during the period of 
time referred to in subparagraph (v). 


(2) For the purposes of subparagraph 125(6)(b)(v.1) 
of the Act, “prescribed reduction” in-respect of a cor- 


poration means the amount equal to the amount that | - 


would be determined under subsection. (1) if the ref- 
erences therein to 


(a) “specified additions added” were read as 


“specified reductions. deducted’; 


(b) “specified reduction deducted” were’ read as 
“specified addition added”; 


“(c) “specified reductions deducted” were read as 
“specified additions added”; 


(d) “‘last specified addition” were read. as “last 
specified reduction”; 

(e) “last specified reduction” were read. as. “last 
specified addition”; and 

(f). ““'/s” were ‘read as ““'/5”. 


Income Tax Regulations . 


(3) In this section, 


(a) “cumulative deduction account” has the 
meaning assioued by paragraph 125(6)(b) of the 
Act; 


(b) “specified addition” has the meaning assigned 
to the expression “specified addition to the cumu- 
lative deduction account” by paragraph 
125(12)(a) of the Act as it applied for taxation 
years ending before 1983; and 


(c) “specified reduction” has the meaning as- 
signed to the expression “specified reduction in 
the cumulative deduction account” by paragraph 
125(12)(b) of the Act as it applied for taxation 
years ending before 1983. 


Part LXXIIl — Prescribed 
Amounts and Areas 


History: Heading to Part LXXIII substituted by P.C. 1988-1105, s. 
2, June 6, 1988, Canada Gazette, Part II, June 22,1988, applicable 
to 1987 et seq. 


Part LXXIII (s: 7300) added by P.C. 1986-2770, s. 12, December 


11, 1986, Canada Gazette, Part IL, December 24, 1986, effective 
commencing May 23, 1985. 


7300. [Prescribed amounts] — For the purposes 
of paragraph 12(1)(x) of the Act, “prescribed 
amount” means 


(a) any amount paid to a corporation by the Na- 
tive Economic Development Board created under 
Order in Council P.C. 1983-3394 of October 31, 
1983 pursuant to the Native Economic Develop- 
ment Program or paid to a corporation under the 
Aboriginal Capital Corporation Program of the 
Canadian Aboriginal Economic Development 
Strategy, where all of the shares of the capital 
stock of.the corporation are 


(i) owned by aboriginal individuals, 


(ii) held in trust for the exclusive Gener of 
aboriginal individuals, 


(iii) owned by a corporation, all the shares of 
which are owned by aboriginal individuals, or 


(iv) owned or held in a combination of owner- 
ship structures described in subparagraph (i), 
(ii) or (iii) 


and the purpose of the corporation is to provide 
loans, loan guarantees, bridge financing, venture 
capital, lease financing, surety bonding or other 
similar financing services to aboriginal enter- 
prises; or 


(b) prescribed assistance sonics the meaning as- 
signed by section 6702.: 


Related Provisions: ITA 80(1)“excluded obligation”(a)(i) — 
Debt forgiveness rules do not apply to prescribed amount. 


History: Para. 7300(a) amended by P.C. 1991-729, April 18, 1991, 
Canada Gazette, Part Il, May 8, 1991, to substitute hee agit (i) to 
(iv) for “owned. by aboriginal individuals”. 
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S. 7300 amended by P:C. 1990-213, February 8, 1990, Canada Ga- 
zette, Part Il, February 28, 1990, to add para. (a), applicable to 
amounts received after May 22, 1985. 


Forms: 12124: Statement of business activities. 


7301. For the purposes of subsection 164.1(1) of the 
Act, $325 is the prescribed amount for the 1987 tax- 
ation year. 


History: S. 7301 added by P.C. 1987-2168, October 22, 1987, 
Canada Gazette, Part If, November 11, 1987. 


7302, 7303. [Revoked] 


History: Ss. 7302, 7303 revoked by P.C. 1993-1688, s. 1, August | 


26, 1993, Canada Gazette, Part II; September 8, 1993, applicable to 
1993 et seq. 


Ss. 7302, 7303 added by P.C. 1988-1105, June 6, 1988, Canada 
Gazette, Part II, June 22, 1988, applicable to 1987 er seq. 


7303.1 (1) [Prescribed northern zone] — An 
area is a prescribed northern zone for a taxation year 
for the purposes of section 110.7 of the Act where it 
iSobse 
(a) the Yukon Territory or the Northwest 
Territories; 


(b) those parts of British Columbia, Alberta and 
Saskatchewan that lie north of 57°30'N latitude; 


(c) that part of Manitoba that lies 
(i) north of 56°20'N latitude, or 
(ii) north of 52°30'N latitude and east of 
95°25'W longitude; 
(d) that part of Ontario that lies 
_. (i) north of 52°30'N latitude, or 
(ii) north of 51°05'N latitude and east of 
89°10'W longitude; 
(e) that part of Quebec that lies 
(i) north of 51°05'N latitude, or 
(ii) north of the Gulf of St. Lawrence and east 
of 63°00'W longitude; or 
(f) Labrador, including Belle Isle. 
(2) [Prescribed intermediate zone] — An area 
is a prescribed intermediate zone for a taxation year 
for the purposes of section 110.7 of the Act where it 
is the Queen Charlotte Islands, Anticosti Island, the 
Magdalen Islands or Sable Island, or where it is not 
part of a prescribed northern zone referred to in sub- 
section (1) for the year and is 


(a) that part of British Columbia that lies 
(i) north of 55°35'N latitude, or 
(ii) north of 55°00'N latitude and east of 
122°00'W longitude; 
(b) that part of Alberta that lies north of 55°00'N 
latitude; 
(c) that part of Saskatchewan that hes 
(i) north of 55°00'N latitude, 


(ii) north of 54°15'N latitude and east of 
107°00'W longitude, or 
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(iii) north of 53°20'N latitude and east of 
103°00'W longitude; 12 


(d) that part of Manitoba that lies 
(i) north of 53°20'N latitude, 
(ii) north of 52°10'N latitude and east of 
97°40'W longitude, or 
(iii) north of 51°30'N latitude and east of 
, 96°00'W longitude; 
(e) that part of Ontario that lies north of 50°35'N 
latitude; or . 


(f) that part of Quebec that lies 


(i) north of 50°35'N latitude and. west of 
79°00'W longitude, _ } 

(ii) north of 49°00'N latitude, east of 79°00"'W 
longitude and west of 74°00'W longitude, 


(iii) north of 50°00'N latitude, east of 74°00"'W 
longitude and west of 70°00'W longitude, 


(iv) north of 50°45'N latitude, east of 70°00'W 
longitude and west of 65°30'W longitude, or 


(v) north of the Gulf of St. Lawrence, east of 
~ 65°30'W longitude and west of 63°00'W 
— Jongitude. ce ta 
History: S. 7303.1 enacted by P.C. 1993-1688, s..2, August 26, 
1993, Canada Gazette, Part Il, September 8, 1993,, applicable to 
1988 et seq. 


Remission Orders: Prescribed Areas Forward Averaging Remis- 
sion Order, P.C. 1994-109 (remission for certain residents of pre- 
scribed areas who filed forward averaging elections for 1987). 


Interpretation Bulletins: IT-91R4: Employment at special work 
sites or remote work locations. 


7304. (1) In this section, 


“member of the taxpayer’s household” includes 
the taxpayer; 


“designated city” means St. John’s, Halifax, Monc- 
ton, Quebec City, Montreal, Ottawa, Toronto, North 
Bay, Winnipeg, Saskatoon, Calgary, Edmonton and 
Vancouver. 


(2) For the purposes of this section, the trip cost to a 
taxpayer in respect of a trip made by an individual 
who, at the time the trip was made, was a member of 
the taxpayer’s household is the least of 
(a) the aggregate of 
(i) the value of travel assistance, if any, pro- 
vided by the taxpayer’s employer in respect of 
travelling expenses for the trip, and 
(ii) the amount, if any, received by the tax- 
payer from his employer in respect of travel- 
ling expenses for the trip, 
(b) the aggregate of 
(i) the value of travel assistance, if any, pro- 
vided by the taxpayer’s employer in respect of 
travelling expenses for the trip, and 
(ii) travelling expenses incurred by the tax- 
payer for the'trip, and 
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(c) the lowest return airfare ordinarily available, 
at the time the trip was made, to the individual 
for flights between the place in which the individ- 
ual resided immediately before the trip, or the air- 
port nearest thereto, and the Besinaled city that 
is nearest to that place. 


(3) For the purposes of subsection (4), the “period 
travel cost” to a taxpayer for a period in a taxation 
year, in respect of an individual who was a member 
of the taxpayer’s household at any time during the 
period, is the total of the trip costs to the taxpayer in 
respect of all trips that were made. by the individual 
at a time when the individual was a member of the 
taxpayer’s household where the trips may reasonably 
be considered to relate to the period. 


(4) For the purposes of clause 110.7(1)(a)(i)(A) of 


the Act, the prescribed amount in respect of a tax- 
payer for a period in a taxation year is the lesser of 


(a) the total of 


(i) the value of travel assistance, if any, pro- 
vided in the period by the taxpayer’s em- 
ployer in respect of travelling expenses for 
trips, each of which was made by an individ- 
ual who, at the time the trip was made, was a 
member of the taxpayer’s household, where 
the trips may reasonably be considered to re- 
late to the period, and 


(ii) the amount, if any, received in the period 
by the taxpayer from the taxpayer’s employer 
in respect of travelling expenses for trips, each 
of which was made by an individual who, at 
the time the trip was made, was a member of 
the taxpayer’s household, where the trips:may 
reasonably be considered to relate to the a 
riod; and 


(b) the total of all the period travel costs to the 
taxpayer for the period in respect of all individu- 
als who were members of the PP RDB HCH S Buse? 
hold at any time in the period. 
History: Para. 7304(2)(c), subsecs. 7304(3), (4) amended by P.C. 
1993-1688, s. 3, August 26, 1993, Canada Gazette, Part II, Septem- 
ber 8, 1993, applicable to 1988 et seq. 


S. 7304 added by P.C. 1988-1105, s. 3, June 6, 1988, Canada Ga- 
zette, Part II, June 22,:1988, applicable to 1987 et seq. 


7305. For the purposes of subsection 80.3(4) of the 
Act, prescribed drought regions in respect of 


(a) the 1988 calendar year are 


(i) the Province of Ontario, other than the 
Counties of Bruce, Grey, Oxford and 
Cochrane, © 


(ii) the Provinces of Manitoba, Saskatchewan 
and Alberta, and 


(iii) in the Province of British Columbia, the 
Regional Districts of Cariboo, Thompson-Ni- 
cola, Columbia-Shuswap, North Okanagan, 
Central Okanagan, Okanagan-Similkameen, 
Kootenay-Boundary, Central: Kootenay and 
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East’ Kootenay, Electoral Areas A, B and C of 
the Squamish-Lillooet Regional District, Elec- 
toral Areas A, B and C of the Fraser-Cheam 
Regional District and Electoral Area H of the 
Fraser-Fort George Regional District; 


(b) the 1989 calendar year are 


(i) the Province of Manitoba, other, than, the 
Rural. Municipalities of Bifrost, Coldwell, 
Gimli, St. Laurent, .Woodlands,.,.Portage. La 
Prairie, St. Francois Xavier, Grey, MacDon- 
ald, Franklin, De Salaberry, Ritchot, Hanover, 
La Broquerie, Ste. Anne, Taché, West. St. 
Paul, Springfield, Whitemouth, Lac Du Bon- 
net, Brokenhead, St. Clements, East.St..Paul, 
Rosser, Cartier; Rockwood and St. Andrews, 
and the Local-Government Districts of Fisher, 
Armstrong, feucbehiibialty Piney, Reynolds and 
Alexander, 


(ii) the Province of Saskatchewan, other than 

~ the Rural Municipalities: of Mervin, French- 
man Butte, Greenfield, Loon Lake, Meadow 
‘Lake and Beaver: River, and 


(iii) in the Province of Alberta, the Counties 
of Forty Mile, Lethbridge, Vulcan, Newell, 
Wheatland and Vermilion River, the Munici- 
pal Districts of Taber, Willow Creek, Foot- 
hills, Acadia, Provost. and Wainwright, Im- 
provement District 1 and Special Areas 2, 3 
and 4; 
(c) the 1990 calendar year are 

(i) in the Province of Saskatchewan, the 
Rurual Municipalities of Happy Valley, Hart 
Butte, Poplar Valley, Val Marie, Lone Tree, 
Frontier, Bengough, Willow Bunch, Old Post, 
Waverley, Mankota, Glen McPherson, White 
Valley, Reno, Stonehenge, Wood River, Pinto 
Creek, Auvergne, Wise Creek, Grassy Creek, 
Arlington, Bone Creek, Carmichael, Piapot, 
Maple Creek, Webb, Gull Lake, Big Stick, 
Enterprise, Riverside, Pittville, Fox Valley, 
Lacadena, Miry Creek, Clinworth, Happyland, 
Deer Forks, Monet, Snipe Lake, Newcombe, 
Chesterfield; Pleasant Valley, Kindersley, 
Milton, Mountain View, Winslow, Oakdale, 
Prairiedale, Antelope Park, Grandview, Mari- 
posa, Progress Heart’s Hill, Reford, Tramping 
Lake, Grass Lake, Eye Hill, Buffalo, Round 
Valley, Senlac, Cut Knife, Hillsdale, Manitou 
Lake, Turtle River, Paynton, Eldon, Wilton, 
Mervin, Frenchman Butte, Brittania, Green- 
field, Loon Lake and Beaver River, and 


(ii) in the Province.of Alberta, the Counties of 
Beaver Lamount, Minburn, Newell, Smokey 
Lake, St. Paul, Two Hills, Vermilion River 
and Vulcan, the Municipal] Districts of 
Cypress (also known as Improvement District 
1), Acadia, Bonnyville, Provost, Wainwright 
and Taber, Improvement District 18, and Spe- 
cial Areas 2, 3 and 4; 
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(d) the 1991 calendar year are, in the Province of 
Alberta, the Counties of Athabasca, Beaver, La- 
mont, Minburn, Smoky Lake, St. Paul, Thorhild, 
Two Hills and Vermilion River, the Municipal 
Districts of Acadia, Bonnyville, Wainwright and 
Westlock, Improvement District 18 South and 
Special Areas 2, 3 and 4; and . 


(e) the 1992 calendar year are - 


(1) in the Province of British Columbia, the 
Regional. Districts of Bulkley-Nechako, 
Cariboo, Fraser-Fort George and Peace River, 


(ii) in the Province of Saskatchewan, the Ru- 
ral Municipalities of Arborfield, Arlington, 
Auvergne, Baildon, Barrier Valley, Battle 
River, Bayne, Beaver River, Bengough, Big- 
gar, Big Quill, Big Stick, Birch Hills, 
Bjorkdale, Bone Creek, Bratt’s Lake, Britan- 

~ nia, Buckland, Buffalo, Canaan, Carmichael, 
Caron, Chaplin, Chesterfield, Clayton, 
Clinworth, Connaught, Coulee, Cupar, Cut 
Knife, Deer Forks, Douglas, Eldon, Elm- 
sthorpe, Enfield, Enterprise, Excel, Excelsior, 
Eyebrow, Eye Hill, Fish Creek, Flett’s 
Springs, Fox Valley, Frenchman Butte, Fron- 
tier, Garden River, Glen Bain, Glen McPher- 
son, Glenside, Grandview, Grant, Grass Lake, 
Grassy Creek, Gravelbourg, Great Bend, Gull 
Lake, Happyland, Happy Valley, Hart Butte, 
Hillsborough, Hillsdale, Hoodoo, Hudson 
Bay, Humboldt, Invergordon, Ituna. Bon Ac- 
cord, Kellross, Kelvington, Key West, Kinis- 
tino, Kutawa, Lacadena, Lac Pelletier, Lake 
Johnston, Lake Lenore, Lake of The Rivers, 
Lakeside, Lawtonia, Leroy, Lipton, Living- 
ston, Lone Tree, Loon Lake, Manitou Lake, 
Mankota, Maple Creek, Mariposa, Marquis, 
Marriott, Mayfield, Medstead, Meeting Lake, 
Meota, Mervin, Miry Creek, Monet, Moose 
Jaw, Moose Range, Morse, Mountain View, 
Newcombe, Nipawin, North Battleford, Oak- 
dale, Old Post, Parkdale, Paynton, Pense, 
Piapot, Pinto Creek, Pittville, Pleasantdale, 
Pleasant Valley, Ponass Lake, Poplar Valley, 
Porcupine, Prairie, Prairie Rose, Prince Al- 
bert, Progress, Redberry, Redburn, Reford, 
Reno, Riverside, Rodgers, Rosemount, Round 
Hill, Round Valley, St. Andrews, St. Louis, 
St. Peter, Saskatchewan Landing, Senlac, 
Shamrock, Sherwood, Snipe Lake, Spalding, 
Star City, Stonehenge, Surprise Valley, Sut- 
ton, Swift Current, Terrell, The Gap, Three 
Lakes, Tisdale, Torch River, Touchwood, 
Tramping Lake, Tullymet, Turtle River, Val 
Marie, Victory, Waverley, Webb, 
Wheatlands, Whiska Creek, White Valley, 
Willow Bunch, Willow Creek, Wilton, Wins- 
low, Wise Creek, Wolverine and Wood River, 
and 


(iii) in the Province of Alberta, the Counties 
of Athabasca, Barrhead, Beaver, Camrose, 
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_ Flagstaff, Forty Mile, Grande Prairie, Lac Ste. 
Anne, Lamont, Leduc, Lethbridge, Minburn, 
Parkland, Smoky Lake, St. Paul, Strathcona, 
Thorhild, Two Hills, Vermilion River and 
Warner, the Municipal Districts of Bon- 
nyville, Brazeau, Cardston, Cypress, 
Fairview, Peace, Provost, Smoky River, Spirit 
River, Sturgeon, Taber, Wainwright and 
Westlock, Improvement Districts 14, 15, 16, 
17 East, 17 West, 18 South, 19, 20, 21, 22 and 
23, and the City of Edmonton. 


od Canada to Paul Martin, Min- 
agement option to owners of breeding 
part of their herd due to drought condi- 
ed or water supplies. It allows producers in desig- 
. to defer income tax on the sale of breeding livestock for 
sar to replenish breeding stock in the following year. 

cers in the designated areas will be able to request this defer- 
nen filing their 1997 income tax returns. Livestock producers 
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water supplies. 

The eligibility for defe 
to Paul Martin, Ministe 
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History: Para. 7305(e) added by P.C. 1993-1210, June 8, 1993, 
Canada Gazette, Part II, June 30, 1993, applicable after 1991. 


Para. 7305(d) added by P.C. 1992-2542, December 10, 1992, Can- 
ada Gazette, Part II, December 30, 1992, applicable after 1990.. 


S. 7305 added by P.C. 1991-464, March 14, 1991, Canada Gazette, 
Part II, March 27, 1991, applicable after 1987. 


7305.1 [Prescribed amount] — (1) Except where 
subsection (2) applies, for the purpose of subpara- 


graph 6(1)(k)(v) of the Act, the amount prescribed 
for a taxation year ending after 1992 is 12 cents. 


(2) For the purpose of subparagraph 6(1)(k)(v) of the 
Act, where a taxpayer is employed in a taxation year 
ending after 1993 by a particular person principally 
in selling or leasing automobiles and an automobile 
is made available in the year to the taxpayer or a per- 
son related to the taxpayer by the particular person 
or a person related to the particular person, the 
amount prescribed for the taxpayer in respect of the 
automobile for the year is 9 cents. 
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History: S. 7305.1 added by P.C. 1995-775, May 16,.1995, Can- 
ada Gazette, Part II, s. 6; May 31, 1995; subsec. (1) arene to 
1993’ et seq., subsec. (2) applicable to 1994 et seq. 


1.T. Technical News: No. 9 (life insurance policy used as lens 
for indebtedness); No... 12 43 deduction. tims: and i bene rates 
for baprenopuicn) 


7306. For the purposes of paragraph sas of the 
Act, the amount in respect of the use of one or more 


automobiles in a taxation year by an inayat is the | 


aggregate of 


(a) in respect of kilometres driven after 1987 for 
the purpose of earning income of the individual, 
the aggregate of 


(i) 27 cents multiplied by the number of such - 


_ kilometres, up to and 4 acta 5,000, daiven 
“im the. year, 


(ii) 21 cents ‘nutbuied by: ft sGiibeF of such 
kilometres in excess of 5,000 driven in the 
year,| and 


(iii) 4 cents multiplied by the number of such 
kilometres driven in the year in the Yukon 
Territory or the Northwest Territories, and 


(b) in respect of kilometres driven after August 
1989 for the purposé of earning income of the in- 


dividual, 4 cents multiplied by the number of 


such kilometres’ driven in the year. 


Reg. 
Part LX XIII — Prescribed Amounts and Areas S. 7306 


History: S. 7306 added by P.C. 1991-2272, s. 4, November 21, 
1991, Canada Gazette, Part 11, December 4, 1991, applicable re al- 
lowances paid for use after 1987 of automobiles. 


1.T. Technical News: No. 9 (life insurance policy used as security 
for indebtedness); No. 12 (1998 deduction limits and benefit rates 
for automobiles). 
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Reg. 
S. 7307(1) 


7307. (1) For the purposes of subsection 13(2), para- 
graph 13(7)(g), subparagraph 13(7)(h) (iii), subsec- 
tions 20(4) and (16.1), the description of B in para- 
graph 67.3(d) and subparagraph. 85(1)(e.4)(i) of the 
Act, the amount prescribed is 


(a) with respect to an automobile acquired, or 
leased under a lease entered into, after August 
1989 and before 1991, $24,000; and 


(b) with respect to an automobile acquired, or 
leased under a lease entered into, after 1990, the 
amount equal to the aggregate of 


(i) $24,000, 


(ii) where the automobile was acquired, the 
federal and provincial sales taxes that would 
have been payable on the acquisition of the 
automobile if it had been acquired at a cost, 
before those taxes, of $24,000, and | 


(iii) where the automobile was leased, the fed- | 


eral and provincial sales taxes that would have 
been payable on the acquisition of the auto- 
mobile if it had been acquired at the time the 
lease was entered into at a cost, before those 
taxes, of $24,000. 


Related Provisions: Reg. 1100(2.5) — 50% CCA in year of dis- 
position; Reg. Sch. II:Cl. 10.1. 


Interpretation Bulletins: IT-478R: CCA — recapture and termi- 
nal loss; IT-522R: Vehicle; travel and sales expenses of employees. 


|.T. Technical News: No. 9 (life insurance policy used as security 
for indebtedness); No. 12 (1998 deduction limits and benefit rates 
for automobiles). 
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(2) For the purpose of the description of A in section 
67.2 of the Act, the amount prescribed in respect of 
an automobile acquired after August 1989 is $300. 


I.T. Technical News: No. 9 (life insurance policy used as security 
for indebtedness); No. 12 (1998 deduction limits and benefit rates 
for automobiles). 


(3) For the purpose of the description of A in para- 
graph 67.3(c) of the Act, the amount prescribed in 
respect of a taxation year of a lessee is, with respect 
to an automobile leased under a lease entered into 


(a) after August 1989 and before 1991, $650; and 
(b) after 1990, the amount equal to the aggregate 


of 


(i) $650, and 


(ii) the greatest amount of federal and provin- 
cial sales taxes that would have been payable 
on a monthly. payment under the lease in the 
taxation year of the lessee, if the lease has re- 
quired monthly payments, before those taxes, 
of $650: . | 
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1.T. Technical News: No. 9 (life insurance policy used as security 
for indebtedness); No. 12 (1998 deduction limits and benefit rates 
for automobiles). 


(4) For the purpose of the description of C in para- 
graph 67.3(d) of the Act, the amount prescribed in 
respect of an automobile leased under a lease entered 
into after August 1989 is the amount equal to 100/85 
of the amount determined in accordance with sub- 
section (1) in respect of the automobile. 


History: Subsec. 7307(1) amended by P.C. 1995-775, s. 7, May 16, 
1995, Canada Gazette, Part Il, May 31, 1995, applicable with re- 
spect to-automobiles acquired, or leased under leases entered into, 
after August 31, 1989. 

Subsec. 7307(1).amended by P.C. 1994-103, s. 2, January 20, 1994, 
Canada Gazette, Part II; February 9, 1994, applicable to automo- 


biles acquired or leased under leases entered into after August a4, 
1989. 


S..7307 added by, P.C. 1991-2272, s. 4, November 21, 1991, Can- 
ada Gazette, Part Il, December 4, 1991. 


Interpretation Bulletins: IT-521R: Motor vehicle expenses 
claimed by self-employed individuals. 


7308. (1) In-this. section, “carrier” has the meaning 
assigned by subsection 146.3(1) of the Act. 


Reg. 
S..7308(4) 


(2) For the purposes of this section, a retirement in- 
come fund is a qualifying retirement income fund at 
a particular time if 


(a) the fund was entered into before 1993 and the 
carrier has not accepted any property as consider- 

_-ation under the fund after 1992 and at or before 
the particular time, or 


(b) the carrier has not accepted any property as 
consideration under the fund after 1992 and at or 
before the particular time, other than property 

transferred from a retirement income fund that, 

immediately before the time of the transfer, was a 
~ qualifying retirement income fund. 


(3) For the purposes of the definition “minimum 
amount” in subsection 146.3(1) of the Act, the pre- 
scribed amount in respect of an individual for a year 
in connection with a retirement income fund that was 
a qualifying retirement income fund at the beginning 
of the year is the factor, determined pursuant to the 
following table, that corresponds to the age in whole 
years (in the table referred to as “X’’) attained by the 
individual at the beginning of that year or that would 
have been so attained by the individual if the indi- 
vidual had been alive at the beginning of that year. 


D ohee Factor 
-under 79 1/(90:- X) 
2199 ci 99853 
80 0875 
Seo LSE Ah HEA 0899 
TRUM GCL S eye, 0927 
SSTHEIVOIM. VIRGLI MG 10958 

84 rat 0993 
85. 7 1033 

86 1079 

Ri | 1133 

88 1196 

89 | ‘1971 

90 | Us 1362 

91 eh 1473 
92 , | | 1612 
93 : Te 1792 

94 or older a cde 2000 


(4) For the purposes of the definition “minimum 
amount” in subsection 146.3(1) of the Act, the pre- 
scribed amount in respect of an individual for a year 
in connection with a retirement income fund other 
than a fund that was a qualifying retirement income 
fund at the beginning of the year is the factor, deter- 
mined pursuant to the following table, that corre- 
sponds to ‘the age in whole years (in the table re- 
ferred to as “Y”) attained by the individual at the 
beginning of that year or that would have been so 
attained by the individual if the individual had been 
alive at the beginning of that year. 


he ‘ Factor 
under 71 1/(90.- Y) 
71 .0738 


2339 


Reg. 
S. 7308(4) 


Y «Factor 
yo * <- (0748 
73 eO759 
“74 1 UO7T1 
per ' .0785 
76 ; .0799 
77 .0815 
78 .0833 
719 0853 
80 10875 
81 0899 
82 | jaeet setae VAN Lp 
83 . .0958 
84 | 0993 
85 "1033 
86 : tea LEN, 
RTS } ae Abeer 
88 tal ¢ .1196 
89 é BYTE! 
90 qr ; 1362 
9] .1473 
92; | .1612 
93 f1S5C 1792 
94 or older .2000 


History: S. 7308 enacted by P.C. 1994-102, January 20, 1994, 
Canada Gazette, Part II, February 9, 1994, applicable to 1992 et 


seq. 


Part LXXIV — Prescribed 
Tax Treaty Provisions and 
Election 


History: Part LXXIV (s. 7400) added by P.C. 1988-1473, s. 5, July 
21, 1988, Canada Gazette, Part II, August 3, 1988, applicable to 
taxation years commencing after 1984. 


7400. (1) For the purposes of section 115.1 of the 
Act, the following tax treaty provisions are hereby 
prescribed: 


(a) paragraph 8 of Article XIII of the Convention 
as defined in section 2 of the Canada—United 
States Tax Convention Act, 1984; and 


(b) paragraph 6 of Article 13 of the Convention 
as defined in section 2 of the Can- 
ada—Netherlands Income Tax Convention Act, 
1986. ; 


(2) The election described in paragraph 115.1(b) of 
the Act in respect of a disposition of property may be 
made 


(a) at any time, if the vendor and the purchaser of 
the property have filed with the Minister a waiver 
in respect of the disposition in the form pre- 
scribed. for the purposes of subparagraph 
152(4)(a)(ii) of the Act within three years after 
the day that the Minister, by virtue of subsection 
152(2) or (4) of the Act, mails to the vendor a 
notice of an original assessment or a notification 
that no tax is payable for the taxation year of the 


Income Tax Regulations 


vendor in which the vendor disposed of the prop- 
erty; and 


(b) within three years after the day rafenied to in 
paragraph (a), in any other case. 


Interpretation Bulletins: [T-420R3: Non- residents —2aneamie 
earned in Canada. 


Part LXXV — broceibad 
Film Productions and 


Revenue Guarantees 


History: Part LXXV (s. 7500) added by P.C. 1988-1474, July 21, 
1988, Canada Gazette, Part II, August 3, 1988, applicable after Feb- 
ruary 25, 1986. 


7500. For the purposes. of subparagraph 
96(2.2)(d)(ii) of the Act and this Part, 


“prescribed film production” means a certified 
production defined in subsection 1104(2); 


“prescribed revenue guarantee” means a revenue 
guarantee in respect of a prescribed film production, 
which guarantee is certified by the Minister of Com- 
munications to be a guarantee under which the per- 
son who agrees to provide the revenue is a licensed 
broadcaster or bona fide film or tape distributor. 


1995, c. 11: S. 46 of 1995, c. 11, in force July 12, 1996, provides 
as follows: 


46. Other references — Every reference made to the Minis- 
ter of Communications, the Minister of Multiculturalism and » 
Citizenship and the Secretary of State of Canada in relation to 
any matter to which the powers, duties and functions of the 
Minister of Canadian Heritage extend by virtue of this Act, in 
any other Act of Parliament or in any order, regulation or 
other instrument made under any Act of Parliament shall, un- 
less the context otherwise requires, be read as a reference to 
the Minister of Canadian Heritage. 


Part LXXVI — Carved-Out 
Property Exclusion — 


History: Part LXXVI (s. 7600) added by P.C. 1989-1793, s. 2, Sep- 
tember 21; 1989, Canada Gazette, Part Il, October 11, 1989, appli- 
cable to property acquired after July 19, 1985. 


7600. For the purposes of paragraph (g) of the defi- 
nition “carved-out property” in subsection 209(1) of 
the Act, a prescribed property at any time is 


(a) any right, licence or privilege to prospect, ex- 
plore, drill or mine for minerals in a mineral re- 
source (other than a bituminous sands deposit, oil 
sands deposit or oil shale deposit) in Canada; 


(b) any rental or royalty computed by reference to 
the amount or value of production of minerals 
from a mineral resource (other than a bituminous 
sands deposit, oil sands deposit or oil shale oS 
posit) in Canada; 


(c) any real property in Canada the principal 
value of which depends on its mineral resource 
content (other than a bituminous sands deposit, 
oil sands deposit or oil shale deposit); 
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(d) any right to or interest in any property de- 
scribed in any of paragraphs (a) to (c); or 
(€) a property acquired before that time by a tax- 
payer in the circumstances described in paragraph 
(c) of the definition “carved-out property” in sub- 
section 209(1) of the Act, except where it is rea- 
sonable to consider that one of the main reasons 
for the acquisition of the property, or any series 
_ of transactions or events in which the property 
was acquired, by the taxpayer was to reduce or 
postpone tax that would, but for this paragraph, 
be payable by another taxpayer under Part XII.1 
of the Act. . 


Part LXXVII — Prescribed 
Prizes 


History: Part LXXVII (s. 7700) added by P.C. 1989-1923, s. 2, 
September 28, 1989, Canada Gazette, Part II, October 11, 1989, ap- 
plicable in respect of 1983 ef seq. 


7700. For the purposes of subparagraph 56(1)(n)(i) 
of the Act, a prescribed prize is any prize that is rec- 
ognized by the general public and that 1s awarded for 
meritorious achievement in the arts, the sciences or 
service to the public but does not include any 
amount that can reasonably be regarded as having 
been received as compensation for services rendered 
or to be rendered. 

Interpretation Bulletins: IT-75R3: Scholarships, fellowships, 
bursaries, prizes, and research grants; IT-257R: Canada Council 
grants. 


Part LXXVIII — Prescribed 
Provincial Pension Plans 


History: Part LXXVIII (s. 7800) added by P.C. 1989-1924, Sep- 
tember 28, 1989, Canada Gazette, Part Il, October 11, 1989, appli- 
cable to 1987 et seg. except that, for the 1987 taxation year, the 
reference to “paragraph 118(8)(e)” in subsection 7800(1) shall be 
read as a reference to “paragraph 110.2(4)(h)”. 


7800. (1) For the purposes of clause 56(1)(a)G)(C©), 
subsections 56(2) and (4), paragraph 60(v), subsec- 
tion 74.1(1) and paragraph 118(8)(e) of the Act, the 
Saskatchewan Pension Plan is a prescribed provin- 
cial pension plan. 


(2) For the purpose of subparagraph 60(v)(ii) of the 
Act, the prescribed amount for a taxation year in re- 
spect of the Saskatchewan Pension Plan is, for the 
1987 taxation year, $1,200, and for the 1988 and 
subsequent taxation years, $600. 

Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans; IT-499R: Superannuation or pension bene- 
fits; IT-517R: Pension tax credit. 


Part LXXIX — Prescribed 
Financial Institutions 


History: Part LXXIX (s. 7900) added by Pu 1990-854, s. 2, May 
10, 1990, Canada Gazette, Part II, May 23, 1990, applicable after 
December 19, 1986. 


Reg. 
S. 8000(a)(D 


| 7900. For the purposes of section 33.1, paragraph 


95(2)(a.3), clause 212(1)(b)(i1i)(D) and subparagraph 
212(1)(b)(xi) of the Act, “prescribed financial insti- 
tution” means 


(a) a corporation that is a member of the Cana- 
dian Payments Association; or 


(b) a credit union that is a shareholder or member 
of a body corporate or organization that is a cen- 
tral for the purposes of the Canadian Payments 
Association Act. 


History: The opening words of s. 7900 amended by P.C. 1997- 
1670, s. 10, November 20, 1997, Canada Gazette, Part Il, Decem- 
ber 10, 1997, applicable to taxation years of a foreign affiliate of a 
taxpayer that begin after 1994, except that 


(a) the sec. applies to taxation years of a foreign affiliate of a 
taxpayer that end after 1994 where there has been a change in 
the taxation year of the foreign affiliate in 1994 and after Febru- 
ary 22, 1994, unless 


(i) the foreign affiliate had requested that change in the tax- 
ation year in writing before February 22, 1994 from the in- 
come taxation authority of the country in which it was resi- 
dent and subject to income taxation, or 


(ii) the first taxation year of the foreign affiliate that began 
after 1994 began at a time in 1995 that is earlier than the 
time when that taxation year would have begun if there had 
not been that change in the taxation year of the foreign 
affiliate. 


‘Part LXXX — Prescribed - 
Reserve Amount and 
Recovery Rate 


History: Part LXXX (ss. 8000-8005) added by P.C. 1990-2779, s. 
4, December 20, 1990, Canada Gazette, Part II, January 16, 1991, 
applicable to taxation years and fiscal periods commencing after 
June 17, 1987 that end after 1987. 


8000. For the purposes of clause 20(1)()(i)(A) of 
the Act, the prescribed reserve amount for a taxpayer 
for a taxation year means the aggregate of 


. nd 
before October 
ave para. 201 )() 
ind files the elec- 


which the amending legisla- 


ss al), oe 


: See under Reg. : 


(a) where the taxpayer is a bank, an amount equal 
to the lesser of 


(i) the amount of the reserve reported in its 
annual report for the year that is filed with and 
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Reg. 


S} $000(a)(i) e ; -. .. Income Tax Regulations. ZX I 
accepted by the relevant authority or, where ! . paragraph 20(1)(p) of the Act in 
the taxpayer was throughout. the year subject . >.» computing the taxpayer’s income 
to the supervision of the relevant authority but _ for the year or a preceding taxation 
was not required to file an annual.report'for | 9. | 6 LAVOE ous, ofl ca ai 
the year with the relevant authority, in its fi- et exceeds . 


nancial statements for the year, as general pro- 
visions or as specific provisions, in respect of 
exposures to designated countries in respect of 
loans or lending assets of the taxpayer made | 
or acquired by it in the ordinary course im its 
business, and 


(Il) 'the aggregate of all amounts in 
respect of’ the loan included’ under 
“paragraph 12(1)G) of the’ Act in 

‘computing the taxpayer’s income 
for the year or a piccesiiie. taxation 
year, and 


(ii) an amount in respect of the loans or lend- 
ing assets of the taxpayer at the end of the 
year that were made or acquired by the tax- 
payer in the ordinary course of its business 
and reported. for the year by the taxpayer to 
the relevant authority, in accordance with the 
guidelines established by the relevant author- 
ity, as part of the taxpayer’s total exposure to 
designated countries for the purpose of deter- 
mining the taxpayer’ s general provisions or 
specific provisions referred to in subparagraph 
(i) or that were acquired by the taxpayer after 
August 16, 1990 and reported for the year by 
the taxpayer to the relevant authority, in ac- 
cordance with the guidelines established by — 
the relevant authority, as an exposure to a des- 
-ignated country (in this subparagraph referred 
‘toas the “Joans”) equal to the positive or neg- | 
ative amount, as the case may: be, determined | 
by the formula 


45% (4B) 2B +O) 
where 


A is the aggregate af all amounts each of 
which is the amount that would be the am- 
ortized cost of a loan to the taxpayer at the 
end of the year if the definition “amortized 
cost” in section 248 of the Act were read 

- without reference. to ak ud (e) and (i) 
thereof, 


B is the aggregate ‘of all amounts each of 
which is the amount, if any, by which the 
principal amount of a-loan outstanding at 
the time it was acquired by. the taxpayer 
exceeds the amortized cost of the loan to © 
the taxpayer immediately after the time it 
was acquired by the taxpayer, and 


C is the aggregate of all amounts beset of 
which is | 


(A) an amount deducted in respect of a 
loan under clause 20(1)(1)(ii)(B) of the 
Act in computing the ides $s in- | 
come for the year, or 


(B) an amount in respect of a loan de- 
termined as the amount,.if any, by 
which 


(1) the aggregate of all amounts in 
respect of the loan.deducted under 
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(b) an amount, not exceeding a reasonable 
amount, of a reserve for the year in respect of 
doubtful loans. or lending assets of the taxpayer 

(other than a loan or lending described in subpar 
agraph (a)(ii)) computed by. . ; 


(i) identifying loans or lending assets of the 
taxpayer with respect to which a reserve could 
be claimed under clause 20(1)()Gi)(B) of the 
Act, 


- (il) segregating ere types of loans or 

lending assets of the taxpayer referred to in 
subparagraph (i) into different classes based 
on the length of time that interest or principal 
payable to the taxpayer in respect thereof has 
been in arrears, and 


(iii) determining the aggregate of all amounts 
each of which is the amount determined by 
multiplying the amortized cost to the taxpayer 
at the end of the year of loans or lending as- 
sets of a class described in subparagraph (11) 
by the historical loss experience of the tax- 
payer in respect of that class. 
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8001. 
20(1)()Gi)(B)dD and subparagraph 20(1)(1. 1)Gi) of 
the Act, the prescribed recovery rate is 10 per cent. 


For . the _ purposes. “of. subclause 


8002. For the purposes of paragraph 8000(a), 


(a). the principal amount outstanding at any time 
of a lending asset of a taxpayer that is a share of 
the capital stock of a corporation is the part of the 


‘consideration received by the corporation for the 


issue of the share that is outstanding at ies time; 


~ and 


(b) where a taxpayer 


(i) realized a loss on the disposition of a loan 
or lending asset that was an exposure to a des- 
ignated country (in this paragraph referred to 
as the “former loan’”’) for consideration that in- 
cluded another loan or lending asset that was 
an exposure to that designated country (in this 
paragraph referred to as the “new loan’), and 


(ii) included the loss referred to in subpara- 
graph (i) in the calculation of its provisionable 
assets as reported in its annual report for the 
year to the relevant authority,.in accordance 
with the guidelines established by the relevant 
authority, for the purposes of determining the 
taxpayer's general provisions or specific pro- 
visions in respect of exposures to designated 
countries, 


the principal amount outstanding of the new loan 
at the time it was acquired by the taxpayer shall 
be deemed to be equal to the principal amount 
outstanding of the former loan immediately 
before that time. 


Reg. 
S. 8002(b) 


8003. Where a taxpayer elects to have this section 
apply by notifying the Minister in writing within 90 
days after the day on which this section is published 
in the Canada Gazette, the loans or lending assets of 
the taxpayer that are described in subparagraph 
8000(a)(ii) shall not include any loan or lending as- 
set acquired by the taxpayer before November 1988 
from a person with whom the taxpayer was dealing 
at arm’s length. 


Income Tax Regulations 


8004. For the purposes of paragraph 8000(b), “his- 
torical loss experience” of a taxpayer, in respect of a 
class of loans or lending assets, means a reasonable 
percentage of the amortized cost to the taxpayer of 
the loans or lending assets of that class that are in- 
cluded in determining the amount under subpara- 
graph 8000(b)(iii), where that percentage is a repre- 
sentation of the prior years losses net of recoveries in 
respect of the loans or lending assets of that class. 


8005. For the purposes of subparagraph 8000(a)(ii), 
where a loan or lending asset of a person (in this sec- 
tion referred to as the “holder’’) related to a taxpayer 


(a) was reported for the year by the taxpayer to 
the relevant authority, in accordance with the 
guidelines established by the relevant authority, 
as an exposure to a designated country, 


(b) was acquired by the holder or another person 
related to the taxpayer after August 16, 1990 as 
part of a series of transactions or events in which 
‘the taxpayer or a person related to the taxpayer 
disposed of a loan or lending asset that — 


(i) for the taxation year immediately preced- 
ing the particular year in which it was dis- 
posed of, was a loan or lending asset that was 
reported by the taxpayer to the relevant au- 
thority, in accordance with the guidelines es- 
tablished by the relevant authority, as an ex- 
posure to a designated country, and © 


(ii) was a loan or lending asset a loss arising 
_on the disposition of which, would be a loss in 
respect of which a deduction is permitted 
under Part I of the Act to the taxpayer or a 
person related to the taxpayer, and 


(c) had an amortized cost to the holder, immedi- 

ately after the time it was acquired by the holder, 

that was less than 55 per cent of its principal 
~ amount, 


the following rules apply: 
(d) the loan or lending asset shall be deemed 


(i) to be a loan or lending asset of the taxpayer 
at the end of the year, 


(ii) to be a loan or lending asset of the tax- 
payer that was acquired by the taxpayer at the 
time it was acquired by the holder, and 
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(ii1) to have an amortized cost to the taxpayer, 
at any time, that is equal to its amortized cost 
to the holder at that time, and 


(e) any amount in respect of the loan or lending 
asset deducted under paragraph 20(1)(p) of the 
Act or included under paragraph 12(1)(i) of the 
Act in computing the holder’s income for a par- 
ticular year shall be deemed to have been so de- 
ducted or included, as the case may be, in com- 
puting the income of the taxpayer for the year in 
which the particular year ends. 


8006. For the purposes of this Part, 


“designated country” has the same meaning as in 
the Guidelines for banks established pursuant to'sec- 
tion 175 of the Bank Act, as that section read on May 
31,1992, and issued by the Office of the Superinten- 
dent of Financial Institutions, as amended from time 
to time; 


‘exposure to a designated country” has the same 
meaning as in the Guidelines for banks established 
pursuant to section 175 of the Bank Act, as that sec- 
tion read on May 31, 1992, and issued by the Office 
of the Superintendent of Financial Institutions, as 
amended from time to time; 


“general provisions” has the same meaning as the 
expression “general country risk provisions” in the 
Guidelines for banks established pursuant to section 
175 of the Bank Act, as that section read on May 31, 
1992, and issued by the Office of the Superintendent 
of Financial Institutions, as amended from time to 
time; 


“provisionable assets” has the same meaning as in 
the Guidelines for banks established pursuant to sec- 
tion 175 of the Bank Act, as that section read on May 
31, 1992, and issued by the Office of the Superinten- 
dent of Financial Institutions, as amended from time 
to time; 


“relevant authority” means the Superintendent of 


Financial Institutions; 


“specific provisions” has the same meaning as in 
the Guidelines for banks established pursuant to sec- 
tion 175 of the Bank Act, as that section read on May 
31, 1992, and issued by the Office of the Superinten- 
dent of Financial Institutions, as amended from time 
to time. 


Reg. 
S. 8100(c) 


History: S. 8006 added by P.C, 1992-2335, Sch. II, s. 16, Novem- 
ber 19, 1992, Canada Gazette, Part Il, December 2, 1992, applica- 
ble to taxation years and fiscal periods beginning after June 17, 
1987 and ending after 1987. 


Part LXXXI — Transition for 
Financial Institutions 


History: Part LXXXI (ss. 8100-8105) added by P.C. 1990-2779, s. 
4, December 20, 1990, Canada Gazette, Part Il, January 16, 1991, 
applicable to taxation years and fiscal periods commencing after 
June 17, 1987 that end after 1987. 


8100. Transition deduction in respect of 
unpaid claims reserve — For the purpose of sub- 
section 20(26) of the Act, an insurer’s unpaid claims 
reserve adjustment for its taxation year that includes 
February 23, 1994 is the amount, if any, by which 


(a) the total of all amounts each of which is: the 
maximum amount that, because of paragraph 
1400(e), was deductible under paragraph, 20(7)(c) 
of the Act in respect of an insurance policy in 
computing the insurer’s income for its last taxa- 
tion year that ended before February 23, 1994 


exceeds 


(b) where the insurer elects, by notifying the 
Minister in writing, to have this paragraph apply, 
the total of all amounts each of which is the max- 
imum amount that would, because of paragraph 
1400(e), have been‘ deductible under paragraph 
20(7)(c) of the Act in respect of an insurance pol- 
icy in computing the insurer’s income for its last 
taxation year that ended before February 23, 1994 
if the amount “!/3” in the formula in subparagraph 
1400(e)(ii), as it read for that year, were replaced 
by the amount “1”, and 


(c) in any other case, the total of all amounts each 
cof which is the maximum amount that would, be- 
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cause of paragraph 1400(e) or (e.1), have been 
deductible under paragraph 20(7)(C) of the Act in 
respect of an insurance policy in computing the 
insurer’s income for its last taxation year that en- 
ded before February 23, 1994 if paragraph 
1400(e.1) had applied to that year and paragraphs 
1400(e) and (e.1) were read in their application to 
that year as they read in their application to the 
insurer’s taxation year that includes eis ZS, 
1994. 

History: Ss. 8100 and 8101 substituted for ss. 8100 to 8105 by PC. 

1996-1452, s. 3, September 17, 1996, Canada Gazette, Part II, Oc- 


tober 2, 1996, applicable to taxation years that end after February 
22, 1994. 


8101. Inclusion of transition amount in 
respect of unpaid claims reserve — (1) In this 
section, “transition deduction” of an insurer means 
the amount deducted under subsection 20(26) of the 
Act in computing the insurer’s income for its taxa- 
tion year that includes February 23, 1994. 


(2) Subject to subsection (3), there is prescribed for 
the purpose of section 12.3 of the Act in respect of 
an insurer for a taxation year that ends after February 
22, 1994 the amount determined by the formula 


(@.05A + 0.108 + 0:150)) 
365 


y ep i, 


where 
A is the total of 


(a) the number of days in the taxation year 
that are in 1994 or 1995, and 


(b) where the taxation year includes February 
23, 1994, the number of days in 1994 that are 
before the first day of the taxation year, 


Bis the number of days in the taxation year (other 
than February 29) that are in any of 1996 to 2001, 


C is the number of days in the taxation year that are 
in 2002 or 2003, and 


D is the insurer’s transition deduction minus the 
amount, if any, required by subsection (4) or par- 
agraph (5)(b) to be subtracted. 


(3) Where subsection 88(1) of the Act has applied to 
the winding-up of an insurer (in this subsection re- 
ferred to as the “subsidiary’’), 
(a) the values of A, B, and C in subsection (2) 
shall be determined in respect of the subsidiary 
without including any days that are after the day 
on which the subsidiary’s assets were distributed 
to its parent on the winding-up; and 


(b) there is prescribed for the purpose of section 
12.3 of the Act in respect of the parent for its tax- 
ation. year that includes the day referred to in par- 
agraph (a) the total of 


(i) the amount that would be determined under 
subsection (2) in respect of the parent for the 
year if the parent’s transition deduction did 
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not include the ssi abet s transition deduc- 
tion, and 


(ii) the amount that would be diiehmined 
under. subsection (2) in respect of the parent 
for the year if 


(A) the values of At B, ahd C in that sub- 
section were determined without including 
the day referred to in ‘paragraph (a) and 
any days before that day, and =. 


(B) the value of D in that subsection were 
equal to the subsidiary’s transition 
deduction. 


(4) Where subsection 138(11.5) or (11.94) of the Act 
has applied to the transfer of an insurance. business 
by an insurer, there shall be subtracted, in determin- 
ing the value of D in subsection (2) in respect of the 
insurer for a taxation year ending after the insurer 
ceased to carry on.all or substantially all of the busi- 
ness, the part of the insurer’s transition deduction 
that can reasonably be attributed to the business: 


(5), Where an insurer ceases to carry on all or. sub- 


stantially all of an insurance business, otherwise. than 
as a result of a merger to which subsection 87(2) of 
the Act applies, a winding-up to which subsection 
88(1) of the Act applies or a transfer of the business 
to which subsection 138(11.5) or . 11.94) of the Act 
applies, 


(a) there is prescribed for thé purpose of section 
12.3 of the Act in respect of the insurer for its 
taxation year in which the cessation of business 
occurs, in addition to the amount prescribed: by 
subsection (2), the amount, if any, by which: 


(i) the part of the insurer’s transition deduc- 
tion that can reasonably be. attributed, to the 
business 


exceeds 


(ii) that part of thé total of the amounts in- 
cluded under section 12.3 of the Act in com- 
puting the income of the insurer for preceding 
taxation years that can reasonably be consid- 
ered to be in respect of the amount determined 
under subparagraph (i); and 


(b) there shall be subtracted, in determining ‘the 
value of D in subsection (2) in respect of the im- 
surer for the year or a subsequent taxation year, 
the amount determined under subparagraph (a)(i). 
History: Ss. 8100'and 8101 substituted for ss. 8100 to 8105 by P.C. 
1996-1452, s. 3, September 17, 1996, Canada Gazette, Part II, Oc- 


tober 2, 1996, applicable to taxation years that end after February 
22, 1994. 


8102. [Repealed] 


History: Ss. 8100 and 8101 substituted for ss. 8100 to 8105 by P.C. 
1996-1452, s. 3, September 17, 1996, Canada Gazette, Part Hl, Oc- 
tober 2, 1996, applicable to taxation years that end after February 
22, 1994. 


S. 8102 amended by P.C. 1992-2335, Sched. i, s. 17, November 
19, 1992, Canada Gazette, Part Il, December 2, 1992, applicable to 
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taxation years and fiscal Ja es beginning after June 17, 1987 and 
ending after 1987. 


$103. [Repealed] 


History: Ss. 8100 and 8101 substituted for ss. 8100 to 8105 by P.C. 
1996-1452, s. 3, September 17, 1996, Canada Gazette, Part Il, Oc- 
tober 2, 1996, applicable to taxation years that end after February 
22, 1994. 


Subparas. 8103(a)(i), (ii) amended by P.C. 1992-2335, Sched:Il; s. 
18, November 19, 1992, Canada Gazette, Part Il, December 2, 
1992, applicable to taxation years and fiscal periods beginning after 
June 17, 1987 and ending after 1987. 


8104. [Repealed] 


History: Ss. 8100 and 8101 substituted for ss. 8100 to 8105 by P.C. 
1996-1452, s. 3, September 17, 1996, Canada Gazette, Part Il, Oc- 
tober 2, 1996, applicable to taxation years that end after February 
22, 1994. 


8105. [Repealed] 


History: Ss. 8100 and 8101 substituted for ss. 8100 to 8105 by P.C. 
1996-1452, s. 3, September 17, 1996, Canada Gazette, Part II, Oc- 
tober 2, 1996, applicable to taxation years that end after February 
22, 1994. 


amount pee ction” 
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n all or sub- 


rollover bast 
Act. It provides that : a I 
of the transferor s iransition dite that is. 
tion deduction of “the transferee beca 
138(1 1.5\(k) of the Act is to be disregarded 
amount prescribed by subsection 810302) i 
feror. (Paragraph 138C11.5)(k) contains a ¢ 
portion of the tr: ansilion amount that is rea: 
the transferred business. ‘Since paragraph | 
deems the transferor and ree to have 
mediately before the business is fransterr ( 
required for the taxation year of transfer 


(5) ee oclon 9816) of th 
partnership (in this subsection 
“new partnership’) to be a cont 
partnership (in this subsection 
ship’ 
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Part LXXXII — Prescribed 
Properties and Permanent 
: Establishments 


History: The heading of Part LXXXII amended by P.C. 1994-139, 
s. 14, January 27, 1994, Canada Gazette, Part Il; February 9, 1994, 
applicable after 10:00 p.m. EDST, April 26, 1989, 


8200. Prescribed properties — For the purposes 
of subsection 16.1(1) of the Act, “prescribed prop- 
erty” means 


(a) exempt property, within the meaning assigned 
by paragraph 1100(1.13)(a), other than property 
leased on or before February 2, 1990 that is 


(i) a truck or tractor that is designed for use on 
highways and has a “gross vehicle weight rat- 
ing” (within the meaning assigned that expres- 


sion by the Motor Vehicle Safety Regulations) 


of 11,778 kilograms or more, 


(ii) a trailer that is designed for use on high- 
ways and is of a type designed to be hauled 
under normal operating conditions by a truck 
or tractor described in spopetiEienn (i), or 


(ili) a railway car, 


(b) property that is the subject of a lease where 
the tangible property, other than exempt property 
(within the meaning assigned by paragraph 
1100(1.13)(a)), that was the subject of the lease 
had, at the time the lease was entered into, an ag- 


gregate fair market value not in excess of | 


$25,000, and 

(c) intangible property. 
History: S. 8200 added by P.C. 1991-465, s. 5, March 14, 1991, 
Canada Gazette, Part Il, March 27, 1991, applicable in respect of 
leases entered into after 10:00 p.m. Eastern Daylight Saving Time, 
April 26, 1989, other than leases entered into pursuant to an agree- 
ment in writing entered into before that time under which the lessee 
thereunder has the right to require the lease of the property (and for 
these purposes a lease in respect of which a material change has 
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been agreed:to by the parties thereto effective at any particular time 
that is after 10:00 p.m. Eastern Daylight Saving Time, April 26, 
1989 shall be deemed to have been entered into at that particular 
time). 


8200.1 For the purposes of subsection 13(18.1) and 
subparagraph 241(4)(d)(vi.1) of the Act, prescribed 
energy conservation property means property de- 
scribed in Class 43.1 in Schedule II. | 


Related Provisions: ITA 13(18.1) — Dept. of Natural Resources 
“Technical Guide to Class 43.1” to be determinative. 


History: S. 8200.1 added by P.C. 1997-1033, s, 5, July 255, 1997, 
Canada Gazette, Part II, August 20, 1997, applicable after February 
21, 1994. 


8201. Petar establishments — For the 
purposes of subsections 16.1(1) and. 112(2) and para- 
graph 260(5)(a) of the Act, “permanent establish- 
ment” of a person not resident in Canada means a 
fixed place of business of the person, including an 
office, a branch, a mine, an oil well, a farm, a 
timberland, a factory, a workshop or a warehouse 
and, where the person does not have any fixed place 
of business, the principal place at which the person’s 
business is conducted, and 


se 
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History: S. 8201 added by P.C. 1994-139, s. 15, January 27, 1994, 
Canada Gazette, Part II, February 9, 1994, applicable after 10:00 
p.m. EDST, April 26, 1989. ear 


Part LXXXIIl — Pension 
Adjustments, Past Service 
Pension Adjustments and 
Prescribed Amounts 


(a) where the person carries on business through 
an employee or agent, established in a particular 
place, who has general authority to contract for 
the person or who has a stock of merchandise 
owned by the person from which the employee or 
agent regularly fills orders, the person shall be 
deemed to have a permanent establishment at that 
place, 


(b) where the person is an insurance corporation, 
the person is deemed to have a permanent estab- 
lishment in each country in which the person is 
registered or licensed to do business, 


(c) where the person uses substantial machinery 
or equipment at a particular place at any time in a 
taxation year, the person shall be deemed to have 
a permanent establishment at that place, 


(d) the fact that the person has business dealings 
through a commission agent, broker or other in- 
dependent agent or maintains an office solely for 
the purchase of merchandise shall not of itself be 
held to mean that the person has a permanent es- 
tablishment, and 


(e) where the person is a corporation, the fact that 
the person has a subsidiary controlled corporation 
at a place or a subsidiary controlled corporation 
engaged in trade or business at a place shall not 
of itself be held to mean that the person is operat- 
ing a permanent establishment at that place, _ 


except that, where the person is resident in a country 
with which the Government of Canada has con- 
cluded an agreement or convention for the avoidance 
of double taxation that has the force of law in Can- 
ada and in which the expression “‘permanent estab- 
lishment” is given a particular meaning, that mean- 
ing shall apply. 
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History: The heading to Part LXXXIII amended by P.C. 1996-911, 
s. 5, June 20, 1996, Canada Gazette, Part II, July 10, 1996, applica- 
ble after 1991. The heading formerly read: Pension sep leche x ‘alps 
Past Service Pension Adjustments. 


Part LXXXIII (ss. 8300-8311) added by P.C. 1991-2540, s.°7, De- 
cember 16, 1991, Canada Gazette, Part Il, January 15,1992, appli- 
cable after 1989, except that 
(a) in its application in respect of amounts paid to pension plans 
before 1991, the definition “excluded contribution” in subsec. 
8300(1) shall be read as follows: 


“excluded contribution” to. a registered pension plan 
means an amount, paid to the plan that is 


(a) transferred to the plan in accordance with any of 
subsections 146(16), 147(19) and 147.3(1). to.(7) of 
the Act, or 
(b) deductible, as a consequence of the payment, 
under paragraph 60(j) or (j.1) of the Act in comput- 
ing the income of a taxpayer for a taxation year, 
(b) before 1991, subsecs. 8301(2) and (3) shall be read without 
reference to the expression “and subsection 147(5.1) of the 
Act 
(c) subsec. 8307(6) is applicable after 1990; and 
(d) subsec. 8307(7) is applicable to 1991 et seq. 


8300. Interpretation — (1) In this Part, 


“certifiable past service event’, with respect to an 
individual means a past service event that is re- 
quired, by reason of subsection 147.1(10) of the Act, 
to be disregarded, in whole. or in part, in determining 
the benefits to be paid under a registered pension 
plan with respect to the individual until a certifica- 
tion of the Minister in respect of the event has been 
obtained; 


“complete period of reduced services” of an indi- 
vidual means a period of reduced services of the in- 
dividual that is not part of a longer period of reduced 
services of the individual; 


“excluded contribution” to a registered pension 
plan means an amount that is transferred to the plan 
in accordance with any of subsections 146(16), 
147(19), 147.3(1) to (4) and 147.3(5) to (7) of the 
Act; 
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History: “Excluded contribution” amended by P.C. 1995-17, sub- 
sec. 1(1), January 11, 1995, Canada Gazette, Part Ul, January 25, 
1995, applicable with respect to transfers Occurring after 1990. 


Part LXXXIII (ss. 8300-8311) added by P.C. 1991-2540;.s,.7, De- 
cember 16, 1991, Canada Gazette, Part Il, January 15, 1992, appli- 
cable after 1989, except that in its application in respect of amounts 
paid to pension plans before 1991, the definition * ‘excluded contri- 
bution” in subsec. 8300(1) shall be read as follows: 
“excluded contribution” to a registered pension cate 
an amount paid to the plan that is 
(a) transferred to the plan in accordance with any of sub- 
sections 146(16), 147(19) and 147.3(1) to (7) of the Act, 
or 5 Big 
(b) deductible, as a consequence of the payment, under 
paragraph 60(j) or Gj.1) of the Act in computing the in- 
come of a taxpayer for a taxation year; 


“flat benefit provision” of a pension plan means a 
defined benefit provision of the plan under which the 
amount of lifetime retirement benefits provided to 
each member is based on the aggregate of all 


amounts each of which is the product of a fixed rate — 


and either the duration of service of the member or 
the number of units of output of the member, and, 
for the purposes of this definition, where 


(a) the amount of lifetime retirement benefits pro- 


vided under a defined benefit provision to each — 


member is subject to a limit based on the remu- 
neration received by the member, and 


(b) the limit may reasonably be considered to be 
included to ensure that the amount of lifetime re- 
tirement benefits provided to each member does 
not exceed the maximum amount of such benefits 
that may be provided by a registered pension 
plan, 

the limit shall be disregarded for the purpose of de- 

termining whether the provision is a flat benefit 

provision; 


Income Tax Regulations 


“past service event” means any transaction,’ event 
or circumstance that occurs ater ise anda as a con- 
sequence of which 


(a) retirement benefits become provided t to an in- 

‘dividual under a defined benefit provision of a 
pension plan in respect of a period before the 
time that the transaction, event or circumstance 
occurs, : 


(b) there is a change to the way: in cue retire- 
ment benefits provided. to an individual under a 
defined benefit provision of a pension plan in re- 
spect of a period before the time that the transac- 
tion, event or circumstance occurs are deter- 
‘mined, including a change that is applicable only 
in specified circumstances, or 


(c) there is a change in the value. of. an. Gdcune 
or other automatic adjustment that enters into the 
determination of the amount of an individual’ s 

retirement benefits under a defined benefit provi- 
sion of a pension plan in respect of a. period 
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before the time that the value of the adjustment 
changes; 


“period of reduced services” of an individual 
means, in connection with a defined benefit or 
money purchase provision of a registered pension 
plan, a period that consists of one or more > periods 
each of which. is 


(a) an eligible period of reduced pay or temporary 
absence of the individual with respect to an em- 
ployer who participates under the provision, or 


(b) a period of disability of the individual; 


“refund benefit” means 


(a) with respect to an individual and a money 
purchase or defined benefit provision of a pen- 
sion plan, a return of contributions made by the 
individual under the provision, and 


(b) with respect to an individual and a deferred 
profit sharing plan, a return of contributions made 
by the individual to the plan, 


and includes any interest (computed at a rate not ex- 
ceeding a reasonable rate) stlesaie in respect of those 
contributions. F 


(2) The definition “past service event” in subsection 
(1) is applicable for the purposes of subsection 
147.1(1) of the Act. 


Reg. 
S. 8300(6)(b) 


(3) All words and expressions used in this Part that 
are defined in sections 147 or 147.1 of the Act or in 
Part LXXXV have the meanings assigned in those 
provisions unless a definition in this Part is 


applicable. 


(4) For the purposes of this Part,an officer who re- 
ceives remuneration for holding an office shall, for 
any period that the officer holds the office, be 
deemed to render services. to, and to be in the service 
of, the person from whom the officer receives. the 
remuneration. 


(5) For the purposes of this. Port, where an individual 
has received an interest in an annuity contract in full 
or partial satisfaction. of the individual’s entitlement 
to benefits under a defined benefit provision of a 
pension plan, any rights of the individual under the 
contract shall be deemed to, be rights under the de- 
fined benefit Provision. | 


(6) For the purposes of this Part and subsection 
147.1(10) of the Act, and subject to subsection 
8308(1), the following rules apply in respect of the 
determination of the benefits that are provided to an 
individual under a defined benefit provision of a 
pension plan at a particular time: 


(a) where a term of the defined benefit provision, 
or an amendment to a term of the provision, is 
not applicable with respect to the individual 
before a specified date, the term shall be consid- 
ered to have been added to the provision, or the 
amendment shall be considered ;to have been 
made to the term, on the specified date; 


(b) where an alteration to the benefits provided to 
the individual is conditional on the requirements 
of subsection 147.1(10) of the Act being met, 
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those requirements shall be assumed to have been 
met; 


(c) benefits that will be reinstated if the individ- 
ual returns to employment with an employer who 
participates in the plan shall be considered not to 


be provided until the individual returns to em-— 


ployment; and 


(d) where benefits under the provision depend on 
the individual’s job category or other circum- 
stances, the only benefits provided to the individ- 
ual are the benefits that are relevant to the indi- 
vidual’s circumstances at the particular time. 


(7) For the purposes of subsections 8301(3) and (8), 
paragraph 8302(3)(c) and subsections 8302(5) and 
8304(5), the benefits to which an individual 1s enti- 
tled at any time under a deferred profit sharing plan 
or pension plan include benefits to which the indi- 
vidual has only a contingent right because the condi- 
tions for the vesting of the benefits have not yet been 
satisfied. 


Selected Cases [subsec. 8300(7)]: Osborn v. Canada, [1995] 
2 C.T.C. 2215 (TCC) (Non-vested pension amounts treated as if 
vested for purposes of RRSP contribution limit). 


(8) For the purposes of this Part, such portion of an 
amount allocated to an individual at any time under a 
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money. purchase provision of a registered pension 
plan as 7 


(a) is attributable to 3 Be 
(i) forfeited amounts under the provision or 
earnings of the plan that are reasonably attrib- 

- utable to those amounts, . 
(ii) a surplus under the provision, or 
(iii) property transferred to the provision in re- 
spect’ of the actuarial surplus under a defined 
benefit provision of the plan or another regis- 
tered pension plan, and . me 

(b) can reasonably be considered to be allocated 

in lieu of a contribution that would otherwise 

have been made under the provision by an em- 
~ ployer in respect of the individual 
shall be deemed to be a contribution made under the 
provision by the employer with respect to the indi- 
vidual at that time and not to be an amount attributa- 
ble to anything referred to in paragraph (a). — 
History: Subsec. 8300(8) added by P.C. 1995-17, subsec. 1(2), Jan- 


uary 11, 1995, Canada Gazette, Part Il, January 25, 1995, applica- 
ble with respect to amounts allocated after April 5, 1994. 
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subsequent PAR would 
[og 


8301. Pension -adjustment — (1)° Pension 
adjustment with respect to employer — For 
the purpose of subsection 248(1) of the Act, “pen- 
sion adjustment” of an individual for.a calendar year 
with respect to an employer means, subject to 
paragraphs 8308(4)(d) and (5)(c), the total of all 
amounts each of which is 


(a) the individual’s pension credit for the year 
_with respect to the employer under a deferred 
’ profit sharing plan or under a benefit provision of 

a'registered pension plan; 


(b) the individual’s pension credit for the year 
with respect to the employer under a foreign plan, 
determined under section 8308.1; or 
(e) the -individual’s pension credit for the year 
“with respect to the employer under a specified re- 


-tirement arrangement,’ determined under section 
8308.3. 


History: Subsec. 8301(1) amended by P.C. 1996-911, s. 6, June 20, 
1996, Canada Gazette, Part II, July 10, 1996, applicable with re- 
spect to the determination of pension adjustments for 1992 er seg. 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans; [T-307R3: Spousal registered retirement 
savings plans; IT-363R2: Deferred profit sharing plans — deduct- 
ibility of employer contributions and taxation of amounts received 
by a beneficiary. 


Forms: T4084: Pension eres: Calculation segion 


(2) Pension credit — deferred profit sharing 
plan — For the purposes of subsection (1) and Part 
LXXXV and subsection 147(5.1) of the Act, and 
subject to subsections (3) and 8304(2), an individ- 
ual’s pension credit for a calendar year with respect 
to an employer under a deferred profit sharing plan 
is the aggregate of all amounts each of which is 


(a) a contribution made to the plan in the year by 
the employer with respect to the individual, or 


(b) such portion of an amount allocated in the 
year to the individual as is attributable to for- 
feited amounts under the plan and earnings of the 
plan in respect thereof, except to the extent that 
such portion is 


(i) included in determining the individual’s 
pension credit for the year with respect to any 
other employer who participates in the plan, 


(i1) paid to the individual in the year, or 


(iii) where the year is 1990, attributable to 
amounts forfeited before 1990 or earnings of 
the plan in respect thereof, 


except that, where the year is before 1990, the indi- 
vidual’s pension credit is. nil. 


History: Part LXXXIII (ss. 8300-8311) added by P.C. 1991-2540, 
s. 7, December 16, 1991, Canada Gazette, Part Il, January 15, 1992, 
applicable after 1989, except that before 1991, subsec. 8301(2) shall 
be read without reference to the expression “and subsection 
147(5.1) of the Act”. 


Interpretation Bulletins: [T-124R6: Contributions to registered 
retirement savings plans; IT-363R2: Deferred profit sharing 
plans — deductibility of employer contributions and taxation of 
amounts received by a beneficiary. 
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(3) Non-vested termination from DPSP — For 
the purposes of subsection (1) and Part LXXXV and 
subsection 147(5.1) of the Act, where 


(a) an individual ceased in a calendar year after 
1989 to be employed by an employer who partici- 
pated in a deferred profit sharing plan for the 
benefit of the individual, : 


_(b).as a consequence of the termination of em- 
ployment, the individual ceased in the year to 
have any rights to benefits (other than a right to a 
refund benefit) under the plan, 


(c) the individual was not entitled to benefits 
- under the plan at the end of the year, or was enti- 
tled only to a refund benefit, and 


(d) no benefit-has been paid under the plan with 
respect to the individual, other than a refund 
benefit, 2 


the individual’s pension credit under the plan for the 
year with respect to the employer 1s nil. 


History: Part LXXXIII (ss. 8300-8311) added by P.C. 1991-2540, 
s. 7, December 16, 1991, Canada Gazette, Part I, January 15, 1992, 
applicable after 1989, except that before 1991, subsec. 8301 (3) shall 
be read without reference to the expression “and subsection 
147(5.1) of the Act”. 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans. 


(4) Pension credit — money purchase provi- 
sion — For the purposes of subsection (1) and Part 
LXXXV and subsection 147.1(9) of the Act, and 
subject to subsections (4.1) and (8) and 8304(2), an 
individual’s pension credit for a calendar year with 
respect to an employer under a money purchase pro- 
vision of a registered pension plan is the total of all 
amounts each of which is 


(a) a contribution (other than an additional volun- 
tary contribution made by the individual in 1990, 
an excluded contribution or a contribution de- 


Income Tax Regulations 


scribed in paragraph 8308(6)(e) or (g)) made 
under the provision in the year by 


(i) the individual, except to the extent that the 
contribution was not made in connection with 
the individual’s employment with the em- 
ployer and is included in determining the indi- 
vidual’s pension credit for the year with re- 
‘spect to any other employer who participates 
“in the plan, or 

(ii) the employer with respect to the individ- 
ual, or 


(b) such portion of an amount allocated in the 
year to the individual as is attributable to 


(i) forfeited amounts under the provision or 
earnings of the plan in respect thereof, 


(ii) a surplus under the provision, or 

(ii.1) property transferred to the provision in 

respect of the actuarial surplus under a de- 

fined benefit provision of the plan or another 

registered pension plan, 
except to the extent that that portion is 

(iii) included in determining the individual’s 

pension credit for the year with respect to any 

other employer who participates in the plan, 


(iv) paid to the individual in the year, or 


(v) where the year is 1990, attributable to 
amounts forfeited before 1990 or earnings of 
the plan in respect thereof, . 


except that the individual’s pension credit is nil 
where the year is before 1990, and, for the purposes 
of this subsection, the plan administrator shall deter- 
mine the portion of a contribution made by an indi- 
vidual or an amount allocated to the individual that 
is to be included in determining the individual’s pen- 
sion credit with respect to each employer. 

History: That portion of subsec. 8301(4) before subpara. (a)(i) 
amended and subpara. (b)(ii.1) added by P.C. 1995-17, subsecs. 
2(1) and (2), January 11, 1995, Canada Gazette, Part II, January 25, 
1995. That portion of subsec. 8301(4) before subpara. (a)(1) is appli- 
cable with respect to the determination of pension credits for 1990 
et seq., except that for years before 1993, it shall be read without 
reference to subsection 8301(4.1). Subpara. 8301(4)(b)(ii.1) is ap- 
plicable with’ respect to the determination of pension credits for 
1991 et seq. kee 
Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans. ae 


(4.1) Money purchase pension credits based 
on amounts allocated — Where, 


(a) under the terms of a money purchase provi- 
sion of a pension plan, the method for allocating 
contributions is such that contributions made by 
an employer with. respect to a particular individ- 
ual may be allocated to another individual, and 


(b) the Minister has, on the written application of 
the administrator of the plan, approved in writing 
a method for determining pension. credits under 
the provision that, for each individual, takes into 
account amounts allocated to the individual, 
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each pension credit under the provision is the 
amount determined in accordance with the method 
approved by the Minister. 

History: Subsec. 8301(4.1) added by P.C, 1995-17, subsec. 2(3), 
January 11, 1995, Canada Gazette, Part Il, January 25, 1995, appli- 


cable with respect to the determination of pension credits for 1993 
et seq. 


(5) Pension’ credit—defined benefit 
provision of a specified multi-employer 
plan — For the purposes of this Part and Part 
LXXXvV and subsection 147.1(9) of the Act, an indi- 
vidual’s pension credit for a calendar year with re- 
spect to an employer under a defined benefit provi- 
sion of a registered pension plan that is, in the year, a 
specified multi-employer plan is the aggregate of 


(a) the aggregate of all amounts each of which is 
a contribution (other than an excluded contribu- 
tion) made under the provision by the individual 


(i) in the year, in respect of 
(A) the. year, or 
(B) a plan year ending in the year (other 
than in respect of such portion of a plan 
year as is before 1990), or 


(ii) in January of the year (other than in Janu- 
ary 1990) in respect of the immediately pre- 
ceding calendar year, 


except to the extent that the contribution was not 
made in connection with the individual’s employ- 
ment with the employer and is included in deter- 
mining the individual’s pension credit for the 
year with respect to any other employer who par- 
ticipates in the plan, 


(b) the aggregate of all amounts each of which is 
a contribution made in the year by the employer 
in respect of the provision, to the extent that the 
contribution may reasonably be considered to be 
determined by reference to the number of hours 
worked by the individual or some other measure 
that is specific to the individual, and 


(c) the amount determined by the formula 


Aoig(C 2B) 
B 
where 
A is the amount determined under paragraph (b) 


for the purpose of computing the individual’s 
pension credit, 


Bis the aggregate of all amounts each of which 


is the amount determined under paragraph (b) _ 


for the purpose of computing the pension 
credit of an individual for the year with re- 
spect to the employer under the provision, and 


C is the aggregate of all amounts each of which 
is a contribution made in the year by the em- 
ployer in respect of the provision, 

pare that, where the year is before 1990, the indi- 
vidual’s pension credit is nil. 
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(6) Pension credit — defined benefit provi- 
sion — For the purposes of this Part and Part 
LXXXV and subsection 147.1(9) of the Act, and 
subject to subsections (7), (8) and (10) and sections 
8304 and 8308, an individual’s pension credit for a 
calendar year with respect to an employer under a 
defined benefit provision of a particular registered 
pension plan (other than a plan that is, in the year, a 
specified multi-employer plan) is the amount, if any, 
by which 


(a) 9 times the individual’s benefit entitlement 
under the provision with respect to the employer 
and the year 


exceeds 


(b) the amount, if any, by which $1,000 exceeds 
the aggregate of all amounts each of which is an 
amount deducted under this paragraph for the 
purpose of computing the individual’s pension 
credit for the year 


(i) with respect to the employer under any 
other defined benefit provision of a registered 
pension plan, 


(ii) with respect to any other employer who at 
any time in the year does not deal at arm’s 
length with the employer, under a defined 
benefit provision of a registered pension plan, 
or 


(iii) with respect to any other employer under 
a defined benefit provision of the particular 
plan, 


except that, where the year is before 1990, the indi- 
vidual’s pension credit is nil. 


he amount if any, by when the PA iff se 
for the year exceeds the total of all amounts 
_ a4 of whieh is the value of: B 3 determined 
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Interpretation. Bulletins: IT-124R6: Contributions to. peeisieees 
retirement savings plans. 


(7) Pension credit — defined _ Belial 
provision of a multi-employer plan — — Where a 
registered pension plan is a multi- employer plan 
(other than a specified multi-employer plan) in a cal- 
endar year, the following rules apply, except to the 
extent that the Minister has waived in writing their 
application in respect of the plan, for the purpose of 
determining the pension credit of an individual for 
the year under a defined benefit het of the 
plan: | ae 


(a) where the individual is employed in the year 
by more than one participating employer, the 
pension credit of the individual for the year under 
the provision with respect to a particular em- 
ployer shall be determined as if the individual 
_were not employed by any other participating 
employer; 


(b) lee (6)(0) shall be read as follows: 
a “(b) the amount determined by the rtm 
at 000 x A_B 
where 
A 1Si> 


(i) where. the member rendered ser- 
vices on a full-time basis throughout 
the year to the employer, 1, and _ 


(ii) in any other case, the fraction (not 
greater than 1) that measures: the ser- 
vices that, for the purpose of deter- 
mining the member’s lifetime retire- 
ment benefits under the provision, the 
member is treated as having rendered 
in the year to the employer, expressed 

“as a proportion of the services that 
would have been rendered by the 
member in the year to’ the employer 
had the member rendered services to 
the employer on a full-time. basis 
throughout the year, and 


B is the aggregate. of all amounts each of 
which is an amount deducted under this 
paragraph for the purpose of computing 
the individual’s pension credit for the 
year with respect to the employer under 
any other defined ent iste el of the 
plan,”; 3 i is : 
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+=. vision with respect to each participating employer 
shall be determined as the aggregate of 


(i) the pension credit that would be deter- 
‘mined if no benefits (other than benefits at- 
tributable to services rendered by the individ- 
ual) had accrued to the individual in respect of 
periods of reduced services, and 


(ii) the pension credit that would be deter- 
mined if the only benefits that had accrued to 
‘the individual were benefits in respect of peri- 
ods of reduced services, other than benefits at- 
_tributable to services rendered by the individ- 
ual during such periods; and 


(d) subsection (10) shall not apply. 


(8) Non-vested termination from RPP — For 
the purposes of this Part and Part LXXX’V and sub- 
section 147. 19) of the Act, and subject to subsection 
(9), where 312 


(a) an individual ceased in a calendar year after 
1989 to be employed by an employer who partici- 
pated 1 in a registered pension plan for the benefit 
of the individual, 


(b) as a consequence of the termination of em- 
ployment, the individual ceased in the year to 
have any rights to benefits (other than a right to a 
refund benefit) under a money. purchase or de- 
fined benefit provision of the plan, 


(c) the individual was not entitled to benefits 
under the provision at the end of the year, or was 
entitled only to a refund benefit, and 


(d) no benefit has been paid under the provision 

with respect to the individual, other than a refund 
benefit, 
the individual’s pension credit under the proyision 
for the year with respect to the employer is 

(e) where the provision is a money purchase pro- 


(c) where a period in the year is a period of re- vision, the total of all amounts each of which is a 
duced services of the individual, the pension contribution (other than an additional voluntary 
_ credit of the individual for the year under the pro- contribution made by the individual in 1990, an 
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excluded contribution or a contribution described 
in paragraph 8308(6)(e)) made under the provi- 
sion in the year by the individual, except to the 
extent that the contribution was not made in con- 
nection with the individual’s employment with 
the employer and is included in determining the 
individual’s pension credit for the year with re- 
spect to any other employer who participates in 
the plan, and 


(f) where the provision is a defined benefit provi- 
sion, the lesser of 


(i) the pension credit that would be deter- 
mined if this subsection were not applicable, 
and | 


(ii) the aggregate of all amounts each of which 
is a contribution (other than an excluded con- 
tribution) made under the provision by the in- 
dividual in, and in respect of, the year, except 
to the extent that the contribution was not 
made in connection with the individual’s em- 
ployment with the employer and is included in 
determining the individua!l’s pension credit for 
the year with respect to any other employer 
who participates in the plan. 
History: Para. 8301(8)(e) amended by P.C. 1995-17, subsec. 2(A), 
January 11, 1995, Canada Gazette, Part Il, January 25, 1995, appli- 
cable with respect to the determination of pension credits for 1990 
et Seq. 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans. 


(9) Multi-employer plans — Subsection (8) is not 
applicable in respect of a registered pension plan that 
is a multi-employer plan in a calendar year except, 
where 


(a) the plan is not a specified multi-employer plan 
in the year; 


(b) if the plan contains a defined benefit provi- 
sion, the Minister has. waived in writing the appli- 
cation of paragraph (7)(b) in respect of the plan 
for the year; and 


(c) the Minister has approved in writing the appli- 
cation of subsection (8) in respect of the plan for 
the year. . 1 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans. 


(10) Transition rule — money purchase off- 
sets — Where, 


(a) throughout the period beginning on January 1, 
1981 and ending on December 31 of a particular 
calendar year after 1989 and before 2000, there 
has been subtracted, in determining the amount of 
lifetime retirement benefits under a defined bene- 
fit provision of a registered pension plan (other 
than a specified multi-employer plan), the 
amount of lifetime retirement benefits under a 
money purchase provision of the plan or of an- 
other registered pension plan, 
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(b) lifetime retirement benefits under the defined 
benefit provision are determined, at the end of the 
particular year, in substantially the same manner 
as they were determined at the end of 1989, and 


(c) for each individual and each calendar year 
before 1990, the amount of employer contribu- 
tions made under the money purchase provision 
for the year with respect to the individual did not 
exceed $3,500, 


the pension credit of an individual for the particular 
year with respect to an employer under the defined 
benefit provision is equal to the amount, if any, by 
which 
(d) the amount that would, but for this subsection, 
be the individual’s pension credit 


exceeds 
(e) the lesser of 
(i) $2,500, and 
(ii) the amount determined by the formula 


1 


a *14-@x0] 


where 


A is the balance in the individual’s account 
- under the money purchase provision at the 
end of 1989, 


B is the aggregate of all amounts each of 
which is the duration (measured in years, 
including any fraction of a year) of a pe- 
riod ending before 1990 that is pensionable 
service of the individual under the defined 
benefit provision and that is not part of a 
longer period ending before 1990 that is 
pensionable service of the individual under 
the provision, and 

C is the amount that would be the individ- 
ual’s pension credit for 1989 with respect 
to the employer under the defined benefit 
provision if subsection (6) were read with- 
out reference to all that portion following 
subparagraph (b)(iii) thereof. — . 
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(11) Timing of contributions — Subject to para- 
graph (12)(b), for the purposes of this Part, a contri- 
bution made by an employer in the first two months 
of a calendar year to a deferred profit sharing plan, 
in respect of a money purchase provision of a regis- 
tered pension plan, or in respect of a defined benefit 
provision of a registered pension plan that was, in 
the immediately preceding calendar year, a specified 
multi-employer plan, shall be deemed to have been 
made by the employer at the end of the immediately 
preceding calendar year.and not to have been made 
in the. year, to the extent that the contribution can 
reasonably be considered to relate to a preceding cal- 
endar year. 


(12) Indirect contributions — For the purposes 
of this Part and Part LX XXIV, where a trade union 
or association of employers (in this subsection and 
subsections (13) and (14) referred to as the “‘contrib- 
uting entity”) makes contributions to a registered 
pension plan, 


(a) such portion of a payment made to the con- 
tributing entity by an employer or an individual 
as may reasonably be considered to relate to the 
plan (determined in accordance with subsection 
(13), where that subsection is applicable) shall be 
deemed to be a contribution made to the plan by 
the employer or individual, as the case may be, at 
the time the payment was made to the contribut- 
ing entity; and . 

(b) subsection (11) shall not apply in respect of a 
contribution deemed by paragraph (a) to have 
been made to the plan. 


(13) Apportionment of payments — For the 
purposes of subsection (12), where employers or in- 
dividuals make payments in a calendar year to a con- 
tributing entity to enable the contributing entity to 
make contributions to a registered pension plan and 
the payments are not made solely for the purpose of 
being contributed to the plan, the contributing entity 
shall , 


(a) determine, in a manner that is reasonable in 
the circumstances, the portion of each payment 
that relates to the plan; 


(b) make the determination in such a manner that 
all contributions made by the contributing entity 
to the plan, other than contributions made by the 
‘contributing entity as an employer or former em- 
ployer of members of the plan, are considered to 
be funded by payments made to the contributing 
entity by employers or individuals; 

(c) in the case of payments remitted to the con- 
tributing entity by an employer, notify the em- 
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ployer in writing, by January 31 of the immedi- 
ately following calendar year, of the portion, or 
of the method for determining the portion, of 
each such payment that relates to the plan; and 


(d) in the case of payments remitted to the con- 
tributing entity by an individual, notify the ad- 
ministrator of the plan in writing, by January 31 
of the immediately following calendar year, of 
the total amount of payments made in the year by 
the individual that relate to the plan. 


(14) Non-compliance by contributing en- 
tity — Where a contributing entity does not comply 
with the requirements of subsection (13) as they ap- 
ply in respect of payments made to the contributing 
entity in a calendar year to enable the contributing 
entity to make contributions to a registered pension 
plan, 


(a) the plan becomes, on February | of the imme- 
diately following calendar year, a revocable plan; 
and 


(b) the Minister may make any determinations re- 
ferred to in subsection (13) that the contributing 
entity failed to make, or failed to make in accor- 
dance with that subsection. 


(15) Transferred amounts — For the purposes of 
subparagraphs (2)(b)(ii) and (4)(b)(iv), an amount 
transferred for the benefit of an individual from a 
registered pension plan or a deferred: profit sharing 
plan directly to a registered pension plan, a regis- 
tered retirement savings plan, a registered retirement 
income fund or a deferred profit sharing plan shall 
be deemed to be an amount that was not paid to the 
individual. 

History: Subsec. 8301(15) amended by P.C. 1995-17, subsec. 2(5), 
January 11, 1995, Canada Gazette, Part I, January 25, 1995, appli- 
cable with respect to transfers occurring after August 29, 1990. 


(16) Subsequent events — Except as otherwise 
expressly provided in this Part, each pension credit 
of an individual for a calendar year shall be deter- 
mined without regard to transactions, events and cir- 
cumstances that occur subsequent to the year. 


8302. Benefit entitlement — (1) For the purposes 
of subsection 8301(6), the benefit entitlement of an 
individual under a defined benefit provision of a reg- 
istered pension plan in respect of a calendar year and 
an employer is the portion of the individual’s benefit 
accrual under the provision in respect of the year that 
can reasonably be considered to be attributable to the 
individual’s employment with the employer. 


(2) Benefit accrual for year — For the purposes 
of subsection (1), and subject to subsections (6), (8) 
and (9), the benefit accrual of an individual under a 
defined benefit provision of a registered pension 
plan in respect of a calendar year is the amount com- 
puted in accordance with the following rules: 


(a) determine the portion of the individual’s nor- 
malized pension under the provision at the end of 
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the year that can reasonably. be considered to 
have accrued in respect of the year; 


(b) where the year is after 1989 and before 1995, 
determine the lesser of the amount determined 
under paragraph (a) and 


(i) for 1990, $1,277.78, 

(ii) for 1991 and 1992, $1,388.89, 
(iii) for, 1993, $1,500.00, and 

(iv) for 1994, $1,611.11; and 


(c) where, in determining the amount of ‘lifetime 
retirement benefits payable to the individual 
under the provision, there is deducted from the 
amount of those benefits that would otherwise. be 
payable the amount of lifetime retirement bene- 
fits. payable to. the individual under a money 
purchase provision of a registered pension plan or 
the amount of a lifetime annuity payable to the 
individual under a deferred profit sharing plan, 
reduce the amount that would otherwise be deter- 
mined under this subsection by '/ of the total of 
all amounts each of which is the pension credit of 
the individual for the year under such a money 
purchase provision or deferred profit sharing 
plan. 

History: Paras: 8302(2)(b) and (c) amended by P.C»1995-17, sub- 

sec. 3(1), January 11, 1995, Canada Gazette, Part Il, January: 25, 

1995, applicable after 1991. 


(3) Normalized pensions — For the purposes. of 
paragraph (2)(a); and subject to subsection (11), the 
normalized pension of an individual under a defined 
benefit provision of a registered pension plan at the 
end of a particular calendar year is the amount (ex- 
pressed on an annualized basis) of lifetime retire- 
ment benefits that would be payable under the provi- 
sion to the individual immediately after the end of 
the particular year if 


(a) where lifetime retirement benefits have not 
commenced to be paid under the provision to the 
individual before the end of the particular year, 
they commenced to be paid immediately after the 
end of the year; 


(b) where the individual had not attained 65 years — 
of age before the time at which lifetime retire- 
ment benefits commenced to be paid (or are as- 
sumed by reason of paragraph (a) to have com- 
menced to be paid) to the individual, the 
individual attained that age at that time; 


(c) all benefits to which the individual is entitled 
under the provision were fully vested; 
Selected Cases [para. 8302(3)(c)]: Osborn v. Canada, {1995} 2 
C.T.C. 2215 (TEC) (Non-vested pension amounts treated as if 
vested for purposes of RRSP. contribution limit). 
(d) where the amount of the individual’s lifetime 
retirement benefits would otherwise be deter- 
mined with a reduction computed by reference to 
the individual’s age, duration of service or both, 
or with any other similar reduction, no such re- 
duction were applied; ; 
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(e) where the amount of the individual’s lifetime 
retirement benefits depends on the remuneration 
received by the individual in a calendar year (in 
this paragraph referred to as the “other year’’) 
other than the particular year, the remuneration 


‘received by the individual in the other year were 


determined in accordance with the following 


: tules: 


(1) where the individual was Gere ies for 
both the particular year and the other year as a 
person who rendered services on a full-time 
basis’ throughout each of the years, the remu- 
neration received by the individual in, the 
other year is identical to the remuneration-re- 
ceived by the individual in the particular year, 


~ (ii) where subparagraph (i) is not applicable 
and the individual rendered ‘services in the 
particular year, the remuneration received by 
the individual in the other year is the remuner- 
ation that the individual would have received 
in the other year (or a reasonable. estimate 
thereof determined by a method acceptable to 
the Minister) had the individual’s rate of re- 
muneration in the other year been the same as 
the individual’s rate of remuneration in the 
particular year, and 


(iii) where subparagraph (i) is not applicable 
and the individual did not render seryices in 
the particular year, the remuneration received 
by the individual in the other year is the remu- 
neration that the individual. would have re- 
ceived in the other year (or a reasonable esti- 
mate thereof determined by a method 
acceptable to the Minister) had the individ- 
ual’s rate of remuneration in the other year 
been the amount that it is reasonable to con- 
sider would have been the individual’s rate of 
remuneration in the particular year had the in- 
dividual rendered services in the particular 
year; 


(f) where the amount of; the aidanaiaaien lifetime 
retirement benefits depends on the individual’s 
remuneration and all or a portion of the remuner- 
ation received by:the individual in the particular 
year is treated under the provision as: if it were 
remuneration received in a calendar year preced- 
ing the particular year for services rendered in 
that preceding year, that remuneration were re- 
muneration for services rendered in the psa 
year; 


(g) where. the amount of the individual’s lifetime 
retirement benefits depends on the individual’ s 
remuneration and the particular year 1s after 1989 
and before 1995, benefits, to the extent that they 
can reasonably be considered to be in respect of 
the following range of annual remuneration, were 
excluded: 


(i) where the particular year is 1990, the aptge 
from $63,889 to $86,111, 
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(ii) where the particular year is 1991 or 1992, 
the range from $69,444 to $86,111, 


~ (iii) where the particular’ year is’ 1993, the 
range from $75,000 to $86,111, and 


(iv) ‘where the particular year is 1994, the 
range from $80,556 to $86,111; 


(h) where ~ 


(i) the amount of the individual’s lifetime re- 
tirement benefits depends on the individual’s 
remuneration, 


(ii) the formula for determining the amount of 
_ the individual’s lifetime retirement benefits 

includes an adjustment to the individual’s re- 

muneration for one or more calendar years, 


(111) the adjustment to the individual’s remu- 
neration fora year (in this paragraph referred 
to as the “specified year’) consists of multi- 
plying the individual’s remuneration for the 
specified year by a factor that does not exceed 
the ratio of the average wage for the year in 

which the amount of the individual’s lifetime 
retirement benefits 1s required to be deter- 
mined to the average wage for the specified 
“year (or a substantially similar measure of the 
change in the wage measure), and. 


_ (iv) the adjustment may.reasonably. be consid- 
ered to be made, to. increase the individual's 
- remuneration for the specified year to reflect, 
in whole or. in part, increases in average 
wages and salaries from that year to the year 
_,..in which, the amount of the individual’s life- 
_.time retirement. benefits, is required to be 
determined, _ 


the formula did not include the ‘adjustment to the 
individual’s remuneration for the specified year; 


(i). where. the amount of the individual’s lifetime 

retirement benefits. depends on the Year’s Maxi- 
mum. Pensionable, Earnings for calendar years 
other than the particular year, the. Year’s Maxi- 
mum Pensionable: Earnings for each such. year 
were equal to the Year’s Maximum Pensionable 
Earnings for the particular year; 


(j) where the amount of the individual’s lifetime 
~ retirement benefits depends on the actual amount 
of pension (in this paragraph referred to as the 
“statutory pension”) payable to the individual 
under the Canada Pension Plan or a provincial 
“plan (as defined in section 3 of that Act), the 


amount of statutory pension (expressed on an an- 


nualized basis) were equal to 


(i) 25 per cent of the lesser of the Year's Max- | 


imum Pensionable Earnings for the particular 
year and, 
(A) in the case of an individual who ren- 
ders services throughout the particular year 
on a full-time basis to employers who par- 
ticipate in the plan, the aggregate of all 


amounts each of which is the individual’s | 
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--remuneration for the particular year from 
such an employer, and 


(B) in any other case, the amount that it is 
reasonable. to’ consider would be deter- 
mined under .clause (A) if the individual 
had rendered services throughout the par- 
ticular year on a full-time basis to employ- 
ers who participate in the plan, or 


(ii) at the option of the plan administrator, any 
other amount determined in accordance with a 
method for estimating the statutory pension 
that can be expected to result in amounts sub- 
stantially similar to amounts determined under 
subparagraph (1); 


(k) where the amount of the individual’s lifetime 
retirement benefits depends on a pension (in this 
paragraph referred to as the “statutory pension”) 
payable to the individual under Part I of the Old 
Age Security Act, the amount of statutory pension 
payable for each calendar year were:equal to the 
aggregate of all amounts each of which is the the 
full monthly pension payable under Part I of the 
Old Age Security Act for a month in the particular 
year; 

(1) except as otherwise expressly permitted in 
writing by the Minister, where the amount of the 
individual’s lifetime retirement. benefits depends 
on the amount of benefits (other than public pen- 
sion benefits or similar benefits of a country other 
than Canada) payable under another benefit pro- 
vision of a pension plan or under a deferred profit 
sharing plan, the amounts of the other benefits 
were such as to maximize the amount of the indi- 
vidual’s lifetime retirement benefits; 


(m) where the individual’s lifetime retirement 
benefits would otherwise include benefits that the 
plan is required to provide by reason of a desig- 
nated provision of the law of Canada or a prov- 
ince (within the meaning assigned by section 
8513), or that the plan would be required to pro- 
vide if each such provision were applicable to the 
plan with respect to all its members, such benefits 


’ were not included; 


(n) where 


(i) the individual attained 65 years of age 
before lifetime retirement benefits com- 
menced to be paid. (or are to be assumed by 
reason of paragraph (a) to have commenced to 
be paid) to the individual, and 


(ii) an adjustment is made in determining the 
amount of those benefits for the purpose of 
offsetting, in whole or in part, the decrease in 
the value of lifetime retirement benefits that 
would otherwise result by reason of the defer- 
ral of those benefits after the individual at- 
tained 65 years of age, 


that adjustment were not made, except to the ex- 
tent that the adjustment exceeds the adjustment 
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that would be made on an actuarially equivalent 
basis; 

(0) except as otherwise provided by subsection 
(4), where the amount of the individual’s lifetime 
retirement benefits depends on 


(i) the form of benefits provided with respect 
to the individual under the provision (whether 
or not at the option of the individual), includ- 
ing 


(A) the benefits to be provided after the 
death of the individual, 


(B) the amount of retirement benefits, 
other than lifetime retirement benefits, pro- 
vided to the individual, or 


(C) the extent to which the lifetime retire- 
ment benefits will be adjusted to reflect 
changes in the cost of living, or 


(ii) circumstances that are relevant in deter- 
mining the form of benefits, 


the form of benefits and the circumstances were 
such as to maximize the amount of the individ- 
ual’s lifetime retirement benefits on commence- 
ment of payment; 


(p) where the amount of the individual’s lifetime 
retirement benefits depends on whether the indi- 
vidual is totally and permanently disabled at the 
time at which retirement benefits commence to 
be paid to the individual, the individual were not 
so disabled at that time; and 


(q) where lifetime retirement benefits have com- 
menced to be paid under the provision to the indi- 
vidual before the end of the particular year, bene- 
fits payable as a consequence of cost-of-living 
adjustments described in paragraph 8303(5)(k) 
were disregarded. 

History: Para. 8302(3)(g) amended by P.C. 1995-17, subsec, 3(2), 

January 11, 1995, Canada Gazette, Part Il, January 25, 1995, appli- 

cable after 1991. . 


(4) Optional forms — Where the terms of a de- 
fined benefit provision of a registered pension plan 
permit a member to elect to receive additional life- 
time retirement benefits in lieu of benefits that 
would, in the absence of the election, be payable af- 
ter the death of the member if the member dies after 
retirement benefits under the provision commence to 
be paid to the member, paragraph (3)(0) applies as if 
the following elections were not available to the 
member: 


(a) an election to receive additional lifetime re- 
tirement benefits; not exceeding additional bene- 
fits determined on an actuarially equivalent basis, 
in lieu of all or any portion of a guarantee that 
retirement benefits will be paid for a minimum 
period of 10 years: or less, and 


(b) an election to receive additional lifetime re- 
tirement benefits in lieu of retirement benefits 
that would otherwise be payable to a spouse or 
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former spouse (in this paragraph referred to as the 
“‘spouse’’) of the member for a period commenc- 
ing after the death of the member and ending 
with the death of the spouse, where 


(i) the election may be made only if the life 
expectancy of the spouse is significantly 
shorter than normal and has been so certified 
in writing by a medical doctor licensed to 
practise under the laws of a province of Can- 
ada or of the place where the spouse resides, 
and 


(ii) the additional benefits do not exceed addi- 
tional benefits determined on an actuarially 
equivalent basis and on the assumption that 
the spouse has a normal life expectancy. 


(5) Termination of entitlement to benefits — 
For the purposes of subsection (3), where an individ- 
ual ceased in a calendar year to be entitled to all or 
part of the lifetime retirement benefits provided to 
the individual under a defined benefit provision of a 
registered pension plan, the normalized pension of 
the individual under the provision at the end of the 
year shall be determined on the assumption that the 
individual continued to be entitled to those benefits 
immediately after the end of the year. 


(6) Defined benefit offset — Where the amount 
of lifetime retirement benefits provided under a par- 
ticular defined benefit provision of a registered pen- 
sion plan to’'a member of the plan depends on the 
amount of lifetime retirement benefits provided to 
the member under one or more other defined benefit 
provisions of registered pension plans, the benefit 
accrual of the member under the particular provision 
in respect of a calendar year is the amount, if any, by 
which — 
(a) the amount that would, but for this subsection, 
be the benefit accrual of the member under the 
particular provision in respect of the year if the 
benefits provided under the other provisions were 
provided under the particular provision _ 


exceeds 


(b) the amount that would be the benefit accrual 
of the member under the other provisions in re- 
spect of the year if the other provisions were a 
single provision. 


(7) Offset of specified multi-employer plan 
benefits — Where the amount of an individual’s 
lifetime retirement benefits under a defined benefit 
provision (in this subsection referred to as the “sup- 
plemental provision”) of a registered pension plan 
depends on the amount of benefits payable under a 
defined benefit provision of a specified multi-em- 
ployer plan, the defined benefit provision of the 
specified multi-employer plan shall be deemed to be 
a money purchase provision for the purpose of deter- 
mining the benefit accruals of the individual under 
the supplemental provision. 
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(8) Transition rule — career average bene- 
fits — Where 


(a) on March 27, 1988 lifetime retirement bene- 

fits under a defined benefit provision of a pension 

plan were determined as the greater of benefits 

computed on a career average basis and benefits 

eta -on a final or best average earnings 
asis, 


(b) the method for determining lifetime retire- 
ment benefits under the provision has not been 
amended after March 27, 1988 and before the end 
of a particular calendar year, and 


(c) it was reasonable to expect, on January 1, 
1990, that the lifetime retirement benefits to be 
paid under the provision to at least 75 per cent of 
the members of the plan on that date (other than 
members to whom benefits do not accrue under 
the provision after that date) will be determined 
on a final or best average earnings basis, 


at the option of the plan administrator, benefit accru- 
als under the provision in respect of the particular 
year may, where the particular year is before 1992, 
be determined without regard to the career average 
formula. 


(9) Transition rule — benefit rate greater than 
2 per cent — Subject to subsection (6), where 


(a) the amount of lifetime retirement benefits pro- 
vided under a defined benefit provision of a reg- 
istered pension plan to a member of the plan is 
determined, in part, by multiplying the member’s 
remuneration (or a function of the member’s re- 
muneration) by one or more benefit accrual rates, 
and 


-(b) the largest benefit accrual rate that may be ap- 
plicable is greater than 2 per cent, 


the member’s benefit accrual under the provision in 
respect of 1990 or 1991 is the lesser of 


(c) the member’s benefit accrual otherwise deter- 
mined, and 


(d) 2 per cent of the aggregate of all amounts 
each of which is the amount that would, if the 
definition “compensation” in subsection 147.1(1) 
of the Act were read without reference to subpar- 
agraphs (a)(iii) and (iv) and paragraphs (b) and 
(c) thereof, be the member’s compensation for 
the year from an employer who participated in 
the plan in the year for the benefit of the member. 


(10) Period of reduced remuneration — For 
the purposes of paragraph (9)(d), where a member of 
a registered pension plan is provided with benefits 
under a defined benefit provision of the plan in re- 
spect of a period in 1990 or 1991 


(a) throughout which, by reason of disability, 
leave of absence, lay-off or other circumstance, 
the member rendered no services, or rendered a 
reduced level of services, to employers who par- 
ticipate in the plan, and 
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(b) throughout which the member received no re- 
muneration, or a reduced rate of remuneration, | 


the member’s compensation shall be determined on 
the assumption that the member received remunera- 
tion for the period equal to the amount of remunera- 
tion that it is reasonable to consider the member 
would have received if the member had rendered ser- 
vices throughout the period on a regular ‘basis (hay- 
ing regard to the services rendered by the member 
before the period) and the member’s rate of remuner- 
ation had been commensurate with the member’s 
rate of remuneration when the member did render 
services on a regular basis. 


(11) Anti-avoidance — Where the terms of a de- 
fined benefit provision of a registered pension plan 
can reasonably be considered to have been estab- 
lished or modified so that a pension credit of an indi- 
vidual for a calendar year under the provision would, 
but for this subsection, be reduced as a consequence 
of the application of paragraph (3)(g), that paragraph 
shall not apply in determining the individual’s nor- 
malized pension under the provision in respect of the 
year. | | 


8303. Past service pension adjustment — (1) 
PSPA with respect to employer — For the pur- 
pose of subsection 248(1) of the. Act, “past service 
pension adjustment’ of an individual for a calendar 
year in respect of an employer means the total of 


(a) the accumulated past service pension adjust- 
ment (in this Part referred to as “accumulated 
PSPA”) of the individual for the year with respect 
to the employer, determined as of the end of the 
year, | 


(b) the total of all amounts each of which is the 
foreign plan PSPA (determined under subsection 
8308.1(5) or (6)) of the individual with respect to 
the employer associated with a modification of 
benefits in the year under a foreign plan (as de- 
fined in subsection 8308.1(1)), and 


(c) the total of all amounts each of which is the 
specified retirement arrangement PSPA (deter- 
mined under subsection 8308.3(4) or (5)) of the 
individual with respect''to the employer associ- 
ated with a modification of benefits in the year 
under a specified retirement arrangement (as de- 
fined in subsection 8308.3(1)). 


History: Subsec. 8303(1) amended by P.C. 1996-911, s. 7, June 20, 
1996, Canada Gazette, Part Il, July 10, 1996, applicable with re- 
spect to the determination of past service pension adjustments for 
1993 et seq. 


(2) Accumulated PSPA for year — For the pur- 
poses of this Part and subsection 204.2(1.3) of the 
Act, the accumulated PSPA of an individual for a 
calendar year with respect to an employer, deter- 
mined as of any time, is the aggregate of all amounts 
each of which is the individual’s provisional past 
service pension adjustment (in this Part referred to as 
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“provisional PSPA”’) with respect to the meanp yes vidual with respect to an employer that is associated 
that is associated with | with a past service event that occurs at a particular 
time in a particular calendar year is the amount de- 

termined by the formula ) 


A aphaere 


(a) a | past service event (other than a certifiable 
past service event with respect to the individual) 
that occurred in the year and before that time; or | 


_(b) a certifiable past service event with respect to 
the individual where the Minister has, in the year 
and before that time, issued a certification for the 
purposes of subsection 147.1(10) of the Act in re- 
spect of the event and the individual. 


(2.1) 1991 past service events and certifica- 
tions — For the purposes of subsection (2), 


(a) a past service event that occurred in 1991 (in- 
cluding, for greater certainty, a past service event 
that is deemed by paragraph 8304(3)(b).to have 
occurred immediately after the end of 1990) shall 
be deemed to have occurred on January 1, 1992 
and not to have occurred in 1991; and 


(b) a certification issued by the Minister in 1991 

shall be deemed to have been issued on January 

1, 1992 and not to have been issued in 1991. 
History: Subsec. 8303(2.1) added by P.C. 1995-17, s. 4, January 


11, 1995, Canada Gazette, Part II; January 25, 1995, applicable af- 
ter 1990. 


(3) Provisional PSPA — Subject to subsections 
(8) and (10) and sections 8304 and 8308, for the pur- 
poses of this Part, the provisional PSPA of an indi- 
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where 


A is the aggregate of all amounts each of which is, 
in respect of a calendar year after 1989 and 
before the particular year, the amount that would 
have been the individual’s pension credit for the 
year with respect to the employer under a defined 
benefit provision of a registered pension plan 
(other than a plan that is, at the particular time, a 
specified multi-employer plan) had the individ- 
ual’s benefit entitlement under the provision in 
respect of the year and the employer been equal 
to the individual’s redetermined benefit entitle- 
ment (determined as of the particular time) under 
the provision in respect of the year and the 
employer, 


B. is the aggregate that would be determined for A if 
the reference in the description of A to “deter- 
mined as of the particular time’? were read as a 
reference to “determined as of the time immedi- 

_ ately before the particular time’, and 


C is such portion of the amount of the individual’s 

_ qualifying transfers made in connection with the 
past service event as is not deducted in comput- 
ing the provisional PSPA of. the individual with 
respect to any other employer. 


SS 


Forms: T1004: Application for certification of a provisional past 
service pension adjustment. 


(4) Redetermined benefit entitlement — For 
the purposes of the description of A in subsection 
(3), an individual’s redetermined benefit entitlement 
under a defined benefit provision of a registered pen- 
sion plan in respect of a calendar year and an em- 
ployer, determined as of a particular time, is the 
T 1 amount that would be determined under section 8302 
8 | to be the individual’s benefit entitlement under the 
provision in respect of the year and the employer if, 
for the purpose of computing the benefit accrual of 
the individual in respect of the year under the provi- 
sion and, where subsection 8302(6) is applicable, 
under any other defined benefit provision, the 
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amount determined under paragraph 8302(2)(a): in 
respect of a specific provision were equal to such 
portion of the individual’s normalized pension (com- 
puted in accordance with subsection (5)) under the 
specific provision at the particular time, determined 


with reference to the year, as may reasonably be con- 


sidered to have accrued in respect of the year. 


(5) Normalized pension — For the purposes of 
subsection (4), the normalized pension of an individ- 
ual. under a defined benefit. provision of.a registered 


pension plan at a particular time, determined, with 


reference to. a calendar year (in this subsection re- 
ferred to as the ‘‘pension credit year’), is the amount 
(expressed on an annualized basis) of lifetime retire- 
ment benefits, other than excluded benefits, that 
would be payable to the individual under the provi- 
sion immediately after the particular time if 


‘(a) where lifetime ‘retirement benefits have not 
commenced to be paid under the provision to the 
individual before’ the particular time, they com- 
menced to be paid immediately after the particu- 
lar time, 


(b) where the individual had not attained 65 years 
of age before the time’ at which lifetime retire- 
ment benefits commenced to be paid (or are as- 
sumed by reason of paragraph (a) to have com- 
menced to :be’ paid) to the individual, the 
individual attained that age at that time, 


-(c) the amount of the individual’s lifetime retire- 
ment benefits were determined with regard to all 
past service events occurring at‘or before the par- 
ticular time and without regard to past service 
events occurring after the particular time, - 


(d) paragraphs 8302(3)(c) to (p) (other than para- 
graph 8302(3)(g), where subsection 8302(11) was 
applicable in respect of the pension credit year 
and the provision or would have been applicable 
had all benefits provided as a consequence of past 
service events become provided in the pension 
credit year) were applied for the purpose of deter- 
mining the amount of the individual’s lifetime re- 


tirement benefits and, for the purpose of those | 


paragraphs, the pension credit year were the par- 
ticular year referred to in those paragraphs, and 


(e) where 


(i) the amount of the individual’ s lifetime re- 
tirement benefits under the provision depends 
on the individual’s remuneration, and 


(ii) all.or any part of the individual’s lifetime 


retirement benefits in respect. of.the pension © 


credit year became provided as a.consequence 
of a past service event, pursuant to: terms, of 
the provision that. enable benefits to. be. pro- 
vided to members of the plan in-respect.of pe- 
riods of employment. with employers. who 
have not participated under the provision, 


the remuneration received by the individual from 
each such employer in respect of a period of em- 
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ployment in respect of which the individual is 

- provided with benefits under the provision were 
remuneration received from an employer who has 
participated under the provision for the benefit of 
the individual, 


and, for the purposes of this subsection, ibe follow- 
ing benefits are excluded benefits: 


(f) where the formula for determining the amount 
of lifetime retirement benefits payable under the 
provision to the individual requires the calcula- 

tion of an amount that is the product of a fixed 
rate and the duration of all or part of the individ- 
ual’s pensionable service, benefits payable as a 

_ direct consequence of an increase in the value of 
the fixed rate at any time (in this paragraph re- 
ferred to as the “time of increase’’) after the pen- 
sion credit year, other than benefits 


(i) provided as a consequence of a second or 
subsequent increase in the value of the fixed 
rate after the time that retirement benefits 
under the provision commenced to be paid to 
the individual, or 


- (ii) that would not have become provided had 
the value of the fixed rate been increased to ~ 
the amount determined by the formula 


B 
Ae Kiss 
C 


where 


A is the value of the fixed rate immediately 
before the time of the increase, — 


B is the average wage for the calendar year 
that includes the time of the increase, and 


Cas: 
(A) if the value of the fixed ‘rate has 
previously been increased in the calen- 
dar year that includes the time of in- 


crease, the average wage for that year, 
or 


(B) otherwise, the average wage for the 

year immediately preceding the calen- 

dar year that includes the time of 
_ increase, 


(g) where 
(i) the provision is a flat benefit provision, 


(ii) at the particular time, the amount (ex- 
pressed on an annual basis) of lifetime retire- 
ment benefits provided under the provision. to 
each member in respect of pensionable service 
in each calendar year does not exceed 40 per 
cent of the defined benefit limit for the year 
that includes the particular time, 


(iii) the conditions in subsection 8306(2) are 
satisfied in respect of the provision and the 
past service event in connection with which 
the normalized pension is being calculated, 
and 
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(iv) only one fixed rate is applicable in deter- 
mining the amount of the individual’s lifetime 
retirement benefits, 


benefits provided as a direct consequence of an 
increase in the value of the fixed rate at any time 
(in this paragraph referred to as the “time of in- 
crease’) after the pension credit year, other than 
benefits 


(v) provided as a consequence of a second or 
subsequent increase in the value of the fixed 
rate after the time that retirement benefits 
under the provision commenced to be paid to 
the individual, or | 


(vi) that would not have become provided had 
the value of the fixed rate been increased to 
the greater of 


(A) the greatest of all amounts each of 
which is an amount determined by the 
formula — ' 


B 
Act — 
C 


where | 


A is a value of the fixed rate in the period 
beginning on January 1, 1984 and end- 
ing immediately before the time of 
_increase, — 


B is the average wage for the calendar 
year that includes the time of increase, 
and | 


C is the average wage for the later of 
1984 and the calendar year in which the 
value of the fixed rate used for A was 
first effective, and 


(B) the amount determined by the formula 


D + (E X.F) 
where _ 


D is the value of the fixed rate immedi- 
ately before the time of increase, 


E_ is the amount by which the value of the 
fixed rate used for D would have to be 
increased to provide an increase in the 
individual’s annual lifetime retirement 
benefits equal to $18 for each year of 
pensionable service, and 


F is the duration (measured in years, in- 
cluding any fraction of a year) of the 
period beginning on the later of January 
1, 1984 and the day on which the value 
of the fixed rate used for D was first ef- 
fective and ending on the day that in- 
cludes the time of increase; 


(h) where the provision is a flat benefit provision, 
benefits. provided as a direct consequence of an 
increase at any time (in this paragraph referred to 
as the “time of increase”) after the pension credit 
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year in the value of a fixed rate under the provi- 
sion where 


(i) the value of the fixed rate was increased 
pursuant to an agreement made before 1992, 
and 


(ii) at the time the agreement was made, it was 
reasonable to expect that the percentage in- 
crease in the value of the fixed rate would ap- 
proximate or be less than the percentage in- 
crease in the average wage from the calendar 
year in which the value of the fixed rate was 
last increased before the time of increase (or, 
if the increase is the first increase, the calen- 
dar year in which the initial value of the fixed 
rate was first applicable) to the calendar year 
that includes the time of increase, 


(i) where the provision is.a flat benefit provision 


under which the amount of each member’s retire- 
ment benefits depends on the member’s job cate- 
gory or rate of pay in such a manner that the ratio 
of the amount of lifetime retirement benefits to 
remuneration does not significantly increase as 
remuneration increases, benefits provided as a di- 
rect consequence of a change, after the pension 
credit year, in the individual’s job category or 
rate of pay, 


(j) where 


(i) the individual’s pensionable service under 
the provision ends before the particular time, 


(ii) the individual’s lifetime retirement bene- 
fits under the provision have been adjusted by 
a cost-of-living or similar adjustment in re- 
spect of the period (in this paragraph referred 
to as the “deferral period’) beginning at the 
latest of 


(A) the time at which the individual’s pen- 
sionable service under the provision ends, 


(B) if the amount of the individual’s life- 
time retirement benefits depends on the in- 
dividual’s remuneration, the end of the 
most recent period for which the individual 
received remuneration that is taken into ac- 
count in determining the individual’s life- 
time retirement benefits, 


(C) if the amount of the individual’s life- 
time retirement benefits depends on the in- 
dividual’s remuneration and the remunera- 
tion is adjusted as described in paragraph 
8302(3)(h), the end of the period in respect 
of which the adjustment is made, and 


(D) if the formula for determining the 
amount of the individual’s lifetime retire- 
ment benefits requires the calculation of an 
amount that is the product of a fixed rate 
and the duration of all or part of the indi- 
vidual’s pensionable service (or other mea- 
sure of services rendered by the individ- 
ual), the time as of which the value of the 
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fixed rate applicable with respect to the in- 
dividual was established, 


and ending at the earlier of the particular time 
and the time, if any, at which lifetime retire- 
ment benefits commenced to be paid under 
the provision to the individual, and 


(iii) the adjustment is warranted, having re- 
gard to all prior such adjustments, by the in- 
crease.in the Consumer Price Index or in the 
wage measure from the commencement of the 
deferral period to the time’ the acipsunent was 
made, 


benefits payable as a consequence of the 
adjustment, 


(k) benefits payable as a consequence of a cost- 
of-living adjustment made after the time lifetime 
retirement benefits commenced to be paid under 
the provision to the individual, where opus 
ment : 


(i) is warranted, having regard to all prior 
such adjustments, by the increase in the Con- 
sumer Price Index from that time to the time 
at which the adjustment was made, or 


_ (ii) is a periodic adjustment described in sub- 
paragraph 8503(2)(a)(ii), and 


(1) such portion of the individual’s lifetime retire- 

ment benefits as 
(i) would not otherwise be excluded in deter- 
mining the individual’s normalized pension, 
(ii) may reasonably be considered to be attrib- 
utable to cost-of-living adjustments or to ad- 
justments made by reason of increases in a 
general measure of salaries and wages (other 
than increases in such a measure after the time 
at which lifetime retirement benefits com- 
menced to be paid under: the provision to the 
individual), and 


(iii) is acceptable to the Minister. 


(6) Qualifying transfers — For the purposes of 
subsections (3) and 8304(5) and (7), the amount of 
an individual’s qualifying transfers made in connec- 
tion with a past service event is the aggregate of all 
amounts each of which is such portion of an amount 
transferred to a registered pension plan | 


(a) in accordance. with any | of subsections 
146(16), 147(19) and 147.3(2), (5). and (7) of the 
Act, or 


(b).from a eaainien multi- employer plan in ac- 
cordance with subsection 147.3(3) of the Act 


as is transferred to fund benefits provided to the indi- 
vidual as a consequence of the past service event. 


subsectio 3) an 
subsection (6. 
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a Deemed payment — Where 


. (a) an individual has given an. irrevocable direc- 
tion that an amount be paid to a registered pen- 
sion plan in the event that the Minister issues a 

certification for the purposes of subsection 
147.1(10) of the Act with respect to the individ- 
ual and to benefits provided under a defined ben- 
efit provision of the plan as a Bg te ass Ea 

‘past service event, and i 


(b) the amount will be paid within 90 day’ after 
the certification is received by the administrator 
of the plan, i 


‘the amount shall be deemed, for the purpose of sub- 
section (6), to have been paid at the time the inion 
tion was given. 


the hones is tec 
rator of the plan, and 
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(8) Specified multi-employer plan — Where, in 
a calendar year,:an individual makes a contribution 
(other than an excluded contribution). in respect of a 
defined benefit provision of a registered pension 
plan that is, in.the year, a specified multi-employer 
plan, and the contribution | 


(a) is made in respect of a period after 1989 and 
before the year, and 


(b) is not included in determining the individual’s 
pension credit for the year with respect to any 
» employer under the provision, | 


the individual’s provisional PSPA with respect to an 
employer who participates in. the plan, associated 
with the payment of the contribution, is the portion 
of the contribution that is not included in the individ- 
ual’s provisional PSPA with respect to any other em- 
ployer who participates in the plan, and, for the pur- 
pose of this subsection, the plan administrator shall 
determine the portion of the contribution to be in- 
cluded in the provisional PSPA of the individual 
with respect to each employer. 


(9) Conditional contributions — For the. purpose 
of subsection (8), a contribution includes an amount 
paid to a registered pension plan where the right of 
any person to retain the amount on behalf of the plan 
is conditional on the Minister issuing a certification 
for the purposes of subsection 147.1(10). of the Act 
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as it applies with respect to the individual and to 
benefits provided as a consequence of the payment. 


(10) Benefits in respect of foreign service — 
Where as ‘a consequence of a past service event, ben- 
efits become provided to an individual under a de- 
fined benefit provision of a registered pension plan 
in respect of a period throughout which the individ- 
ual was employed.outside Canada, and. the, Minister 


has consented in writing to the application of, this 


subsection, each provisional PSPA of the individual 
associated with the past service event shall be deter- 
mined on the assumption that no benefits were pro- 
vided in respect of the period. 


Interpretation Bulletins [Reg. 8303]: IT-124R6: Contributions 
to registered retirement savings plans. 


8304. Past service benefits — Additional 
rules — (1) Replacement of defined bene- 
fits — Where 


(a) an individual ceased, at any time in’ a calendar 
year, to have any rights to benefits under a de- 
fined benefit provision of a registered pension 
plan (in this subsection referred to.as the “former 
provision’), 


(b) benefits became provided at that time to the 
individual under another defined benefit provi- 
sion of a registered pension plan (in this subsec- 
tion referred to as the “current provision”) in lieu 
of the benefits under the former provision, 


(c) the benefits that became provided at that time 
to the individual under the current provision in 
respect of the period in the year before that time 
are attributable to employment with the same em- 
ployers as were the individual’s benefits in re- 
spect of that period under the former provision, 


~(d) no amount was transferred in the year on be- 
half of the individual from the former provision 
to a registered retirement savings plan, a regis- 
tered retirement income fund or a money 
purchase provision of a registered pension plan, 
and 


(e) no benefits became provided under the former 
provision to the individual in the year and after 
that time, 


each pension credit of the individual under the for- 
mer provision for the year is nil. 

History: Para. 8304(1)(d) amended by P.C. 1995-17, subsec. 5(1), 
January 11, 1995; Canada Gazette, Part II, January 25, 1995, appli- 
cable with respect to the determination of pension credits for 1990 
et seq. 

Interpretation Bulletins: [T-528: Transfers of funds between 
registered plans. 


(2) Replacement of money purchase bene- 
fits — Where 


(a) an individual ceased, at any time in a calendar 
year, to have any rights to benefits under a money 
purchase provision of a registered pension plan or 
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under a deferred profit sharing plan (in this sub- 
section referred to as the “former. provision’), 


(b) benefits: became provided at that time to the 
individual under a defined benefit. provision of a 
registered pension plan (in this subsection re- 
ferred to as the. “current provision”) in lieu of 
benefits under the former provision, 


(c) the benefits that became provided at that time 
to the individual under the current provision in 
respect of the period in the year before that time 
are attributable to employment with the same em- 
ployers who made contributions under the former 
provision in respect of that period on behalf of 
the individual, 


(d) no amount was transferred in the year on be- 
half of the individual from the former provision 
to a registered retirement savings plan, a regis- 
tered retirement income fund, a money purchase 
provision of a registered pension plan or a de- 
ferred profit sharing plan, and 


(e) no contributions were made under the former 

provision by or on behalf of the individual, and 

no other amounts were allocated under the former 

provision to the individual, in the year and after 
that time, 


each pension credit of the individual under the for- 
mer provision for the year is nil. 


History: Paras. 8304(2)(d) and (e) amended by P.C. 1995-17, sub- 
sec. 5(2), January 11, 1995, Canada Gazette, Part II, January 25, 
1995, Para. 8304(2)(d) is applicable with respect to the determina- 
tion of pension credits for 1990 et seg. Para. 8304(2)(e) is applica- 
ble with respect to the determination of pension credits for 1993 et 
seq., except that amended para. (e) does not apply with, respect to 
the determination of an individual’s pension credits for 1993 under 
a money purchase provision of a registered pension plan, or under a 
deferred profit sharing plan, where the individual ceased, on or 
before April 5, 1994, to have any rights to benefits under the provi- 
sion or the plan, as the case may be, and no amounts were allocated 
to the individual under the ee or the plan, as s the case may be, 
after April 5, 1994. 


(3) Past service benefits in year of past 
service event — Subject to subsection (4), where, 
as a consequence of a past service event that occurs 
at a particular time in a calendar year, benefits (in 
this subsection and subsection (4) referred to as “‘past 
service benefits”) become provided to an individual 
under a defined benefit provision of a registered pen- 
sion plan in respect of a period in the year and before 
the particular time that, immediately before the. past 
service event, was not pensionable service of the in- 
dividual under the provision, the following rules ap- 
ply, except to the extent that the Minister has waived 
in writing their application in respect of the plan: 


(a) each pension credit of the individual under the 
provision for the year shall be determined as if 
the past service benefits had not become provided 
to the individual; 


(b) where the year is 1990, the past service event 
shall be deemed, for the purposes of this Part, to 
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have occurred immediately after the end of the 
year, : ee 

(c) where the year 1s after 1990, each provisional 
PSPA of the individual associated with the past 
service event as a consequence of which the past 
service benefits became provided shall be deter- 
mined as if the past service event had occurred 
immediately after the end of the year; 


(d) where information that is required for. the 
computation of a provisional PSPA referred to in 
paragraph (c) is not determinable until after the 
time at which the provisional PSPA is computed, 
reasonable assumptions shall be made in respect 
of such information; and 


(e) subsection 147.1(10) of the Act shall apply in 
respect of the past service benefits to the extent 
that that subsection would apply if the past ser- 
vice event had occurred immediately after the 
end of the year. 


(4) PAG eatray eccnen (3) does not apply 
where 


(a) the past service benefits become provided in 
circumstances where subsection (1) or (2) is 
applicable; 

(b) the period in respect of which the past service 
benefits are provided (in this subsection referred 
to as the “past service period”) was not, at any 
time before the past service event, — 


(i) pensionable service of the individual under 
a defined benefit provision of a registered 
pension plan, or 


(ii) a period in respect of which a contribution 
was made on behalf of, or an amount (other 
than an amount in respect of earnings of a 
plan) was allocated to, the individual under a 
money purchase provision of a registered pen- 
sion plan or under a deferred profit sharing 
plan; or 


(c) the past service obey was previously pen- 
sionable service of the individual under the de- 
fined benefit provision under which the past ser- 
vice benefits are provided, and no amount was 
transferred in the year on behalf of the individual 
from the provision to a registered retirement sav- 
ings plan, a registered retirement income fund or 
a money purchase provision of a registered pen- 
sion plan. 
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History: Subpara. 8304(4)(b)(ii) and para. 8304(4)(c) amended by 
P.C. 1995-17, subsecs. 5(3) and (4), January 11, 1995, Canada Ga- 
zette, Part I, January 25, 1995. Subpara. 8304(4)(b)(i1) is applicable 
with respect to past service benefits that become provided after 
April 5, 1994 and para. 8304(4)(c) is applicable with respect to past 
service benefits that become provided after August 29, 1990. 


(5) Modified PSPA calculation — Where 


(a) lifetime retirement benefits have, as a conse- 
quence of a past service event, become provided 
to an individual under a defined benefit provision 
(in this subsection referred to as the “current pro- 
vision”) of a registered pension plan in respect of 
a period (in this subsection referred to as the 
“past service period”) that 


(i) immediately before the past service event, 
was not pensionable service of the individual 
under the provision, and 


(ii) is, or was, pensionable service of the indi- 
vidual under another defined benefit provision 
(in this subsection referred to as the “former 
provision”) of a registered pension plan, 


(b) either 


(i) the individual has ceased to be entitled to 
benefits under the former provision, 


(ii) the individual will cease to be entitled to 
benefits under the former provision when a 
certification of the Minister is issued for the 
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purposes of subsection 147.1(10) of the Act in 
respect of benefits provided to the individual 
as a consequence of the past service event, or 


(iii) all benefits to which the individual is enti- 
tled under the former provision will be paid 
within 90 days after a certification of the Min- 
ister is issued for the purposes of subsection 
147.1(10) of the Act in respect of benefits 
provided to the individual as a consequence of 
the past service event, 


(c) the lifetime retirement benefits are, for the 
purposes of this Part, considered to be attributa- 
ble to employment of the individual with a single 
employer (in this subsection referred to as the 
“current employer’), and 


(d) lifetime retirement benefits (in this subsection 
referred to as the “former benefits”) to which the 
individual is or was entitled under the former pro- 
vision in respect of the past service period have 
not been taken into account pursuant to this sub- 
section in determining a provisional PSPA of the 
individual that is associated with any other past 
service event, 


the provisional PSPA of the individual in respect of 
the current employer that is associated with the past 
service event is the amount determined by the 
formula 


: A+B +-C —D 
where 


A is the provisional PSPA that would be determined 
if. 
(a) this subsection were not applicable, 


(b) the former benefits had ceased to be pro- 
vided at the time the past service event 
occurred, 


(c) the former benefits were, for the purposes 
of this Part, considered to be attributable to 
employment of the individual with the current 
employer, and 


(d) the value for C in the formula in subsec- 
tion 8303(3) were nil, 


(a) where subsection 8301(8) has applied, or 
will apply, in respect of the determination of a 
pension credit of the individual under the for- 
mer provision for a year that includes any part 
of the past service period, the aggregate of all 
amounts each of which is the amount, if any, 
by which 


(i) the amount that would be the individ- 
ual’s pension credit under the former pro- 
vision for the year with respect to an em- 
ployer if subsection 8301(8) were not 
applicable 
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exceeds 


(ii) the individual’s pension credit under 
the provision for the year with respect to. 
the employer, and 


(b) otherwise, nil, 


Cis the total.of-all-amounts each of which is an 
amount transferred on behalf of the individual 
from the former provision to a registered retire- 
ment savings plan, a registered retirement income 
fund, a money purchase provision of a registered 
pension plan or a defined benefit provision of a 
registered pension plan that was, at the time of 
the transfer, a specified multi-employer plan, to 
the extent that the amount may reasonably be 
considered to be the payment of a benefit in re- 

spect of such part of the past.service period as is 
after 1989, and 


D: is the amount of the individual’s qualifying trans- 
fers made in connection with the past service 
event, as determined pursuant to subsection 
8303(6). | TL, 
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History: The description of C in_subsec. 8304(5) is amended by 
P.C. 1995-17, subsec. 5(5), January 11, 1995, Canada Gazette, Part 
II, January 25, 1995, applicable with respect to past service events 
occurring after August 29, 1990. ; 
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Poragrap 304(5. be defines a oe pee transfer” t in re 
lation to an individual and a past service event. This definition is 

relevant in determining variable C in the modified PSPA formula 
in subsection 8304(5). The definition is comparable to the ex- 


ng su ane 8304(5 isting description of C, but with two exceptions. First, it provides. 
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(6) Reinstatement of benefits — Where lifetime 
retirement benefits have, as a consequence of a past 
service event, become provided to an individual 
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under a defined benefit provision of a ene pen- 
sion plan in respect: of a period that - 


(a) immediately before the past service event, 
was not pensionable service of the individual 
under the provision, and fee Reaes 


(b) was previously pensionable service ar the in- 
dividual under the provision, 


the following rules. apply for the purpose of deter- 
mining each provisional PSPA of the oe that 
is associated with the, past service event: 


‘(c) each provisional PSPA shall be ise thined as 
if the lifetime retirement benefits had become 

provided under another defined benefit’ provision 
of a registered pension plan, and) 


(d) subsection (5) shall be read without reference 
to paragraph (b) thereof. 
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(7) Two or more employers — Where 


(a) lifetime retirement benefits (in this subsection 
referred to as “past service benefits”) provided to 
an individual under a defined benefit provision of 
a registered pension plan as a consequence of a 
past service event are attributable to employment 
of the individual with two or more employers 
- (each of which is, in this subsection, referred to 
as a “current employer’), and ~ , 


(b) subsection (5) would, but for the condition in 

paragraph (5)(c), apply in respect of the determi- 
- nation of each provisional PSPA of the individual 
that is associated with the past service event, 


oyer” condition in ext 

ces, subsection 8304¢ id 
he individual associated with th 
mined according to the m 


ded to replace the referer 
erence to paragraph 8304{ 
tial on the renumbering of subs 
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each such provisional PSPA shall be determined in 
accordance with the formula set out in subsection 
(5), except that } Boi 


(c) in determining the amount A, 


(i) the former benefits of the individual shall 
be considered to be attributable to employ- 
ment of the individual with the individual’s 
current employers, and 


(ii) the portion of the former benefits attribu- 
table to employment with each current em- 
ployer shall be determined by the administra- 
tor of the pension plan under which. the past 
service benefits are provided in a manner that 
is consistent with the association of the past 
service benefits with each current employer, 


(d) the amounts B and C shall be included in 

computing only one provisional PSPA of the in- 

dividual, as determined by the administrator’ of 

the pension plan under which the past service 
_ benefits are provided, and | 


(e) the amount D that is deducted in computing 
the individual’s provisional PSPA with respect to 
a particular employer shall equal such portion of 
the individual’s qualifying transfers made in con- 
‘nection with the past service event as is not de- 
ducted in computing the provisional PSPA of the 
individual with respect to any other employer. 


(8) Additional rules re calculation of PSPA — 
The following rules apply for the purposes of sub- 
section (5) as it applies in respect of the determina- 
tion of a provisional PSPA of an individual that is 
associated with a past service event: 


(a) where the individual is entitled to benefits 
under the former provision at the time at which 
application is made for a certification of the Min- 
ister for the purposes of subsection 147.1(10) of 
the Act as it applies in respect of benefits pro- 
vided to the individual as a consequence of the 
past service event, the amount C in the formula 
set out in subsection (5) shall be determined on 
the assumption that all amounts that will be paid 
under the former provision with respect to the in- 
dividual after the certification is issued, other 
than any amount that will be transferred to fund 
benefits provided as a consequence of the past 
service event, have been transferred on behalf of 
the individual to a registered retirement savings 
plan; 

(b) where an amount is credited to the individual 
under a money purchase provision of a registered 
pension plan in lieu of benefits to which the indi- 
vidual was entitled under a defined benefit provi- 
sion of the plan, the amount shall be considered 
to be the payment of a benefit that was trans- 
ferred from the defined benefit provision to the 
money purchase provision; 


(c) the amount B in the formula set out in subsec- 
tion (5) shall be determined on the assumption 
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that no benefits will accrue to.the individual | (9) Specified multi-employer plans — Except 
under the former provision after the time at which | in subparagraph (4)(b)(i), a reference in this section 
the determination is made; and —’ to a defined benefit provision of a registered pension 
plan at any time does not, unless expressly provided, 
include a defined benefit provision of a plan that is, 
at that time, a specified multi-employer plan. 


(d) where lifetime retirement benefits have, as a 
consequence of the past service event, become 
provided to the individual in respect of two or a | IR el 
more separate periods, the periods shall.be con- | Interpretation Bulletins [Reg. 8304]: IT-i24R6: Contributions 
sidered to be a single period. . to registered retirement savings plans. 
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une 26, 1998 draft regulations (retirement say= 
. will adds. 8304.1, applicable after 1996 


8305, Association of benefits with employ- 
ers — (1) Where, forthe purposes of this Part, it is 
necessary to determine ‘the portion of an amount of 
benefits provided with respect to a member of a reg- 
istered pension plan under a defined benefit provi- 
sion of the:plan that is attributable to the member’s 
employment with a particular employer, the follow- 
ing rules apply, subject to subsection 8308(7): 


(a) the determination shall be made by the plan 
administrator; | 


(b) benefits provided as a consequence of.ser- 
_.yices rendered by the member to. an employer 
_, who participates in the plan shall be regarded as 
attributable to. employment with that employer, 
whether the benefits become provided at the time 
the services are rendered or at a subsequent time; 
and 


(c) the determination shall’ be made in a manner 
that | ‘Qi 


(i) is reasonable in the circumstances, 


(ii) is not inconsistent with such determina- 
tions made previously, and . 


(iii) results in the full amount of benefits be- 
ing attributed to employment with one or 
more employers who participate in the plan. 


(2) Where the administrator of a registered pension 
plan does: not comply with the requirements of sub- 
section (1) in connection with the determination of 
an amount under this Part at any time, 


(a) the plan becomes, at that time, a revocable 
plan; and 


(b) the Minister shall make any determinations 
referred to in-subsection (1) that the administrator 
fails to make, or fails to. make in accordance with 
that subsection. 


8306. Exemption from certification — (1) For 
the purposes of subsection 147.1(10) of the Act as it 
applies in respect of a past service event and the ben- 
efits provided under a defined benefit provision of a 
registered pension plan with respect to a particular 
member, of the plan, a certification of the Minister is 
not required where 

(a) each provisional PSPA of the member that is 

associated with the past service event is nil; 

(b) the conditions in subsection (2) or (3) are 

satisfied; 

(c) the conditions in subsection (2) or (3) are sub- 

stantially satisfied and the Minister waives in 

writing the requirement for certification; or 

(d) the past service event is deemed by paragraph 

8304(3)(b) to have occurred immediately after 

the end of 1990. 
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(2) The following are conditions for the purposes of 
paragraphs (1)(b) and (c) and 8303(5)(g): 


(a) there. are more than 9 active members under 
the provision, 


(b) no more than 25 per cent of the active mem- 
bers under the provision are specified active 
members under the provision; 


(c) for all or substantially all of the active mem- 
bers under the provision, the amount of lifetime 

_ retirement benefits accrued under. the provision 
has increased as a consequence of the past service 
event; 


_(d) where there is a specified active member 
under the provision; . 


(i) the amounts C and D in subparagraph (11) 
are greater than nil, and 


(ii) the amount determined by the formula 
A/C does not exceed the amount determined 
by the formula B/D 


where 


A is the aggregate of all amounts each of 
which is the amount of lifetime retirement 
benefits accrued under the provision, im- 
mediately after the past service event, to a 
specified active member under the 
provision, 


B is the aggregate of all amounts each of 
which is the amount of lifetime retirement 
benefits accrued under the provision, im- 
mediately after the past service event, to an 
active member (other than a specified ac- 
tive member) under the provision, 


C is the aggregate of all amounts each of 
which is the amount of lifetime retirement 
benefits accrued under the provision, im- 
mediately before the past service event, to 
a specified active member under the provi- 
sion, and . 

D. is the aggregate of all amounts each of 
which is the amount of lifetime retirement 
benefits accrued under the provision, im- 
mediately before the past service event, to 
an active member (other than a specified 
active member) under the provision; and 


(e) the benefits provided under the provision as a 
consequence of the past service event 'to members 
of the plan who are not active members under the 
provision are not more advantageous than such 
benefits provided to active members under the 
provision. 


(3) The following are conditions for the purposes of 
paragraphs (1)(b) and (c): 
(a) the past service event consists of the establish- 
ment of the provision; 
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(b) there are more than 9 active members under 
the provision; 


(c) no more than 25 per cent of the active mem- 
bers under the provision are specified active 
members under the provision; . 


(d) the member is not a specified active member 
under the provision; 


(e) if the member is not an active member under 
the provision, for each of the 5 years immediately 
preceding the calendar year in which the past ser- 
vice event occurs, 


(i) the member was not connected at any. time 
in the year with an employer who participates 
in the plan, and 


(ii) the aggregate of all amounts each of which 
is the remuneration of the member for the year 
from an employer who participates in the plan 
did not exceed 2'/2 times the Year’s Maximum 
Pensionable Earnings for the year; and 


(f) the aggregate of all amounts each of which is 
a provisional PSPA of the member associated 
with the past service event does not exceed ‘/2 of 
the money purchase limit for the year in which 
the past service event occurs. 


(4) For the purposes of this section as it applies in 
respect of a past service event, 


(a) a member of a pension plan is an active mem- 
ber under a defined benefit provision of the plan 
if 
(i) lifetime retirement benefits accrue under 
the provision to the member in respect of a 
period that immediately follows the time the 
past service event occurs, or 


(ii) the member is entitled, immediately after 
the time the past service event occurs, to life- 
time retirement benefits under the provision in 
respect of a period before that time and it is 
reasonable to expect, at that time, that lifetime 
retirement benefits will accrue under the pro- 
vision to the member in respect of a period af- 
ter that time; and 


(b) an active member under a defined benefit pro- 
vision of a pension plan is a specified active 
member under the provision if 


(i) the member is connected, at the time of the 
past service event, with an employer who par- 
ticipates in the plan, or 


(ii) it is reasonable to expect, at the time of the 
past service event, that the aggregate of all 
amounts each of which is the remuneration of 
the member for the calendar year in which the 
past service event occurs from an employer 
who participates in the plan will exceed 2'/2 
times the Year’s Maximum Pensionable Earn- 
ings for the year. 
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Forms: T215 Segment; T215 Summ: Summary of past service pen- 
sion adjustments exempt from certification; T215 Supp: Past service 
pension adjustment exempt from certification. 


$307. Certification in respect of past service 
events — (1) Application for certification — 
Application for a certification of the Minister for the 
purposes of subsection 147.1(10) of the Act shall be 
made in prescribed form by the administrator of the 
registered pension plan to which the certification 
relates. ) 


Forms: T1004: Application for certification of a provisional past 
service pension adjustment. 


(2) Prescribed condition — For the purposes of 
subsection 147.1(10) of the Act in respect of a past 
service event and benefits with respect to a particular 
member of a registered pension plan, the prescribed 
condition is that, at the particular time the Minister 
issues the certification, ; 


(a) the aggregate of all amounts each of which is 
the member’s provisional PSPA with respect to 
an employer associated with the past service 
event 


does not exceed 
(b) the amount determined by the formula 
$8,000 +A +B+C-D 
where 


A is the member’s unused RRSP deduction 
room at the end of the year immediately pre- 
ceding the calendar year (in this paragraph re- 
ferred to as the “particular year’’) that includes 
the particular time, i 


B is the amount of the member’s qualifying 
withdrawals made for the purposes of the cer- 
tification, determined as of the particular time, 


C is the amount of the member’s PSPA with- 
drawals for the particular year, determined .as 
of the particular time, and 


D is the aggregate of all amounts each of which 
is the accumulated PSPA of the member for 
the particular year with respect to an em- 
ployer, determined as of the particular time. 


(3) Qualifying withdrawals — For the purposes 
of paragraph (5)(a) and the description of B in para- 
graph (2)(b), the amount of an individual’s qualify- 
ing withdrawals made for the purposes of a certifica- 
tion in respect of a past service event, determined as 
of a particular time, is the lesser of 


(a) the aggregate of all amounts each of which is 
such portion of an amount withdrawn by the indi- 
vidual from a registered retirement savings plan 
under which the individual was the annuitant 
(within the meaning assigned by subsection 
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146(1) of the Act) at the time of the withdrawal 
as iN M 


(i) is eligible, pursuant to subsection (4), to be 
designated for the purposes of the certifica- 
tion, and 


(ii) is designated by the individual for the pur- 
poses of the certification by filing a prescribed 
form containing prescribed information with 
the Minister before the particular time, and 


(b) the amount, if any, by which 
(i) the aggregate of all amounts each of which 
is the provisional PSPA of the individual with 
respect to an employer associated with the 
_ past service event 
- exceeds 


(ii) the amount, positive or negative, deter- 
mined by the formula 


A+C-D 


where A, C and D have the same values as 
. they have at the particular time for the pur- 
_ poses of the formula set out in paragraph 
(2)(b). : 
Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans. som 
Forms: T1006: Designating an RRSP withdrawal as a qualifying 
withdrawal. 


(4) Eligibility of withdrawn amount for desig- | 


nation — An amount withdrawn by an individual 
from a registered retirement savings plan is eligible 
to be designated for the purposes ofa certification, 
except to the extent that the following rules provide 
otherwise: 


(a) the amount is not eligible to be designated if 
the amount was 
(i) withdrawn from a registered retirement 
savings plan in a calendar year other than the 
year in which the designation would be. filed 
with the Minister or either of the 2 immedi- 
‘ately preceding calendar years, or 


(ii), withdrawn in circumstances that entitle the 
individual to a deduction under paragraph 
-60(1) of the Act; and | 

(b) the amount is not eligible to be designated to 
the extent that the amount was 

(i) designated by the individual for the pur- 

poses of any other certification, or 

(ii) deducted under section 60.2 or subsection 

146(8.2) of the Act in computing the, individ- 

ual’s income for any. taxation, year. 


(5) PSPA withdrawals — For the purposes of the 
description of C in paragraph (2)(b) and the descrip- 
tion of G in paragraph 146(1)(d.1) [146(1)"net past 
service pension adjustment”] and subsection 


I Sic. Should read (3)(a)(ii) — ed. 


Reg. 
S. 8307(7) 


204.2(1.3) of the Act, the amount of an individual’s 
PSPA withdrawals for a calendar year, determined as 


(a) if the Minister has issued, in the year and 
before the particular time, a certification for the 
purposes of subsection 147.1(10) of the Act with 
respect to the individual, the aggregate of all 
amounts each of which is the amount of the indi- 
vidual’s qualifying withdrawals made for the pur- 
poses.of a)certification that the Minister has is- 
sued.in the year and, before the particular time; 
and aT 


(b) in any other case, nil. 


interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans. 


(6) Prescribed withdrawal — For the purposes of 
subsection (7) and subsection 146(8.2) of the Act, a 
prescribed withdrawal is such portion of an amount 
withdrawn by an individual from a registered retire- 
ment savings plan under which the individual is the 
annuitant (within the meaning assigned by subsec- 
tion 146(1) of the Act) as is designated in accor- 
dance with subparagraph (3)(a)(iii)! for the purposes 
of a certification in respect of the individual. 
History: Part LXXXIII (ss. 8300-8311) added by P.C. 1991-2540, 
s. 7, December 16, 1991, Canada Gazette, Part II, January 15, 1992, 
applicable after 1989, except that subsec. 8307(6) is applicable after 
1990, 

Interpretation Bulletins: [T-124R6: Contributions to registered 
retirement savings plans; IT-528: Transfers of funds between regis- 
tered plans. 


(7) Prescribed premium — For the purpose of 
subsection 146(6.1) of the Act, a premium paid by a 
taxpayer under a registered retirement savings plan 
under which the taxpayer is the annuitant (within the 
meaning assigned by subsection 146(1) of the Act) at 
the time the premium is paid is a prescribed pre- 
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mium fora particular taxation year of the taxpayer 
where the following conditions are satisfied: 


(a) the taxpayer withdrew an amount (in this sub- 
section referred to as the “withdrawn amount’) in 
the particular year from a registered retirement 
savings plan for the purposes of a certification in 
respect of a past service event; 


(b) all or part of the withdrawn amount is a pre- 
scribed withdrawal pursuant to subsection. (6); 


(c) it is subsequently determined that 


(i) as a consequence of reasonable error, the 
taxpayer withdrew a greater amount than nec- 
essary for the purposes of the certification, or 


(ii) as a consequence of the application of par- 
agraph 147.1(3)(b) of the Act, it was not nec- 
essary for the taxpayer to withdraw any 
amount; 


(d) the premium is paid by the taxpayer in the 12- 
month period immediately following the time at 
which the determination referred to in paragraph 
(c) 1s made; 


(e) the amount of the premium does not exceed 
such portion of the withdrawn amount as is a pre- 
scribed withdrawal pursuant to subsection (6) and 
is determined to have been an unnecessary 
withdrawal; 


(f) the taxpayer files with the Minister, on or 
before the day on or before which the taxpayer is 
required (or would be required if tax under Part I 
of the Act were payable by the taxpayer for the 
taxation year in which the taxpayer pays the pre- 
mium) by section 150 of the Act to file a return 
of income for the taxation year in which the tax- 
payer pays the premium, a written notice in 
which the taxpayer designates the premium as a 
recontribution of all or any portion of the with- 
drawn amount; and 


(g) the taxpayer has not designated, pursuant to 
paragraph (f), any other premium as a recontribu- 
tion of all or any portion of the withdrawn 
amount, 


History; Part LXXXIII (ss. 8300-8311) added by P.C. 1991-2540, 
s. 7, December 16, 1991, Canada Gazette, Part Il, January 15, 1992, 
applicable after 1989, except that subsec. 8307(7) is applicable to 
1991 et seq. 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement sayings plans. 


8308. Special rules — (1) Benefits provided 
before registration — For the purposes of this 
Part and subsection 147.1(10) of the Act, benefits 
that became provided under a defined benefit provi- 
sion of a pension plan before the day as of which the 
plan becomes a registered pension plan shall be 
deemed to have become provided as a consequence 
of an event occurring on that day and not to have 
been provided before that day. 


Income Tax Regulations 


(2) Prescribed amount for connected per- 
sons — Where 


(a) at any particular time ina calendar year after 
1990, 


(i) an individual becomes a member of a reg- 
istered petisyan plan, or 


4D: lifetime retirement Laavofient commence to 
accrue to the. individual under a defined bene- 
fit provision of a registered pension plan fol- 
lowing a period in which lifetime’ retirement 
benefits did not accrue to the individual, 


(b) the individual is connected-at the particular 
time, or was connected at any time after 1989, 
with an employer who participates in the plan for 
the benefit of the individual, 


(c) the individual did not have a pension adjust- 
ment for 1990 that was greater than nil, and 


(d) this subsection did not apply before the partic- 
ular time to prescribe an amount with respect to 
the individual, 


an amount equal to the lesser of $11,500 and 18-per 
cent of the individual’s earned income (within. the 
meaning assigned by paragraph 146(1)(c) 
[146(1)“‘earned income’’] of the Act) for. 1990 is pre- 
scribed with respect to the individual for the year for 
the purpose of the descriptions of B in paragraphs 
146(1)(g.1) and () [146(1)“RRSP° deduction limit” 
and “unused RRSP deduction room”) and section 
204.2(1.1) of the Act. . 


Interpretation, Bulletins: IT-124R6: Contributions to pegisjered 
retirement savings plans. 


(3) Remuneration for prior years — Where an 
individual who is entitled to benefits under a defined 
benefit provision of a registered .pension plan re- 
ceives remuneration at a particular time in a particu- 
lar calendar year no part of which is pensionable ser- 
vice of the individual under the provision and the 
remuneration is treated for the purpose of determin- 
ing benefits under the provision as if it were remu- 
neration received in one or more calendar years: pre- 
ceding the particular calendar year for services 
rendered in those preceding years, the following 
rules apply: Du 


(a) such portion of the remuneration as is treated 
under the provision as if it were remuneration re- 
ceived in a preceding calendar year for services 
rendered in that preceding. year shall. be deemed, 
for the purpose of determining, as of the particu- 
lar time and any subsequent time, a redetermined 
benefit entitlement of the individual under the 
provision, to have been received in that preceding 
year for services rendered in that preceding year; 
and 
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(b) the pension credit of the individual for the 
particular year under the provision with respect to 
an employer is the aggregate of 


(i) the amount that would otherwise be the in- 
dividual’s pension credit for the particular 
year, and © 


(ii) the amount that would, if the payment of 
the remuneration were a past service event, be 
the provisional PSPA (or a reasonable esti- 
mate thereof determined in a manner accept- 
able to the Minister) of the individual with re- 
spect to the employer that is associated with 
the payment of the remuneration. 


Reg. 
S. 8308(6)(f) 


(5) Period of reduced services — retroactive 
contributions — Where 


(a) a contribution (in this subsection referred to as 
a “retroactive contribution”) is made by an indi- 
vidual, or by an employer with respect to the in- 
dividual, under a money purchase provision of a 
registered pension plan in respect of a period in a 


“particular calendar year that is a period of re- 


duced services of the individual, and 


(b) the retroactive contribution is made after the 
particular year and on or before April 30 of the 


_ year immediately followmg the calendar year in 


which ends the complete period of reduced ‘ser- 
vices of the individual that includes the period of 


(4) Period of reduced services — retroactive 
benefits — Where, 


reduced services, 
the following rules apply: 


(a) as a consequence of a past service event, re- 
tirement benefits (in this subsection referred to as 
“retroactive benefits”) become provided under a 
defined benefit provision of a registered pension 
plan (other than a plan that is a specified multi- 
employer plan) to an individual in respect of a 
period of reduced services of the individual, 


(b) the period of reduced services was-not, before 
the past service event, pensionable service of the 
individual under the provision, and 


(c) the past service event occurs on or before 
April 30 of the year immediately following the 


(c) each pension adjustment of the individual for 
the particular year with respect to an employer 
shall be deemed to be, and to always have been, 
the amount that it would have been had the retro- 
active contribution been made at the end of the 
particular year, and ) 


(d) the retroactive contribution shall be deemed, 
for the purpose of determining pension adjust- 
ments of the individual for any year after the par- 


~ ticular year, to have been made at the end of the 


particular year and not to have been made at any 
subsequent time. 


Interpretation Bulletins: IT-363R2:, Deferred profit sharing 
plans — deductibility of employer contributions and taxation of 
amounts received by a beneficiary. 


calendar year in which ends the complete period 
of reduced services of the individual that includes 
the period of reduced services, | 

(6) Commitment to make retroactive contri- 


the following rules apply: butions — Where 


(d) each pension adjustment of the individual 
with respect to an employer for a year before the 
calendar year in which the past service event oc- 
curs shall be deemed to be, and to always have 
been, the aggregate of 


(i) the amount that would otherwise be the in- 
dividual’s pension adjustment with respect to 
the employer for the year, and 


(ii) such portion of the provisional PSPA of 
the individual with respect to the employer 
that is associated with the past service event 
as may reasonably be considered to be attribu- 
table to the provision of retroactive benefits in 
respect of the year, and 


(e) each provisional PSPA of the individual with 
respect to an employer that is associated with the 
past service event shall be deemed (except for the 
purposes of this subsection) to be such portion of 
the amount that would otherwise be the individ- 
ual’s provisional PSPA as may reasonably. be 
considered not to be attributable to the provision 
of retroactive benefits. 


(a) an individual enters into a written commit- 
ment to make a contribution under a money 
purchase provision of a registered pension plan, 


(b) the commitment is made to the administrator 
of the plan or to an employer who participates in 
the plan, and 


(c) the rules in subsection (5) would apply in re- 
spect of the contribution if the contribution were 
made at the time at which the individual enters 
into the commitment, . 


the following rules apply for the purposes of this 
Part: 


(d) the individual shall be deemed to have made 
the contribution to the plan at the time at which 
the individual enters into the commitment, 


(e) if the individual subsequently pays all or a 
part of the contribution to the plan pursuant to the 
commitment, the amount paid to the plan is, for 
the purposes of paragraphs 8301(4)(a) and (8)(e), 
a contribution described in this paragraph, 


(f) any contribution that an employer is required 
to make under the money purchase provision 


Interpretation Bulletins: I'T-363R2: Deferred profit sharing ” eee cgi 
plans — deductibility of employer contributions and taxation of conditional on the individual making the contri- 
amounts received by a beneficiary. bution that the individual has committed to pay 
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and in respect of which subsection (5) would ap- 
ply if the contribution were made by the em- 
ployer at the time the individual enters into the 
commitment shall be deemed to have been made 
by the employer at that time, and 


(g) if an employer subsequently pays to the plan 
all or a part of a contribution in respect of which 
paragraph (f) applies, the amount paid to the plan 
is, for the purposes of paragraph 8301(4)(a), a 
contribution described in this paragraph. 


History: Paras. 8308(6)(e) and (g) amended by P.C. 1995-17,:s. 6, 
January 11, 1995, Canada Gazette, Part II, January 25, 1995, appli- 
cable with respect to'amounts paid to registered pension plans after 
1989. 


(7) Loaned employees — Where, pursuant to an 
arrangement between an employer (in this subsection 
referred to as the “lending employer’) who is a par- 
ticipating employer in relation to a pension plan and 
an employer (in this subsection referred to as the 
“borrowing employer”) who, but for this subsection, 
would not be a participating employer in relation to 
the plan, 


(a) an employee of the lending employer renders 
services to the borrowing employer for which the 
employee receives remuneration from the bor- 
rowing employer, and 


(b) while the employee renders services to the 


borrowing employer, benefits continue to accrue 
under a defined benefit provision of the plan to 
the employee, or the lending employer continues 
to make contributions under a money purchase 
provision of the plan with respect to the 
employee, 


the following rules apply: 


(c) for the purpose of the definition “participating 
employer” in subsection 147.1(1) of the Act as it 
applies in respect of the plan, the borrowing em- 
ployer is a prescribed employer, 


(d) the determination, for the purposes of this 
Part, of the portion of the employee’s benefit ac- 
crual under a defined benefit provision of the 
plan in respect of a year that can reasonably be 
considered to be attributable to the employee’s 
employment with each of the lending and bor- 
rowing employers shall be made with regard to 
the remuneration received by the employee for 
the year from each employer, and 


(e) such portion of the contributions made under 
a money purchase provision of the plan by the 
lending employer as may reasonably be consid- 
ered to be in respect of the employee’s remunera- 
tion from the borrowing employer shall be 
deemed, for the purposes of this Part, to be con- 
tributions made by the borrowing employer. 


Income Tax Regulations 


(8) Successor plans — Notwithstanding any 
other provisions of this Part, other than section 8310, 
where 


(a) all benefits with respect to an individual under 
a defined benefit provision (in this subsection re- 
ferred to as the “former provision”) of a regis- 
tered pension plan are replaced in a calendar year 
by identical benefits under a defined benefit pro- 
vision of another registered pension plan, 


(b) the replacement of benefits is consequent on a 
transfer of the individual’s employment from one 
employer (in this subsection referred to as the 
“former employer’) to another employer (in this 
subsection referred to as the “successor em- 
ployer’), and ) 


(c) the Minister consents in writing to the appli- 
cation of this subsection in respect. of that re- 
placement of benefits, 


the individual’s pension adjustments for the year 
with respect to the former employer and the succes- 
sor employer shall be the amounts that they would 
be if all benefits with respect to the individual under 
the former provision had been attributable to em- 
ployment with the successor employer and not to 
employment with the former employer. 


(9) Special downsizing benefits — Where 


(a) lifetime retirement benefits that do not com- 
ply with the condition in paragraph 8503(3)(a) 
are provided to an indivi.'ual under a defined 
benefit provision of a registered pension plan, 
and 


(b) the benefits are permissible only by reason of 
subsection 8505(3), 


each pension credit of the individual under the provi- 
sion and each provisional PSPA of the individual 
shall be determined without regard to the lifetime re- 
tirement benefits. . 


Interpretation Bulletins: IT-528: Transfers of funds between 
registered plans. 


8308.1 Foreign plans — (1) Definitions — In 
this section, “foreign plan” means a plan or arrange- 
ment (determined without regard to subsection 
207.6(5) of the Act) that would, but for paragraph (J) 
of the definition “retirement compensation arrange- 
ment” in subsection 248(1) of the Act, be a retire- 
ment compensation arrangement. 


(2) Pension credit — Subject. to subsections (3) 
and (4), the pension credit of an individual for a cal- 
endar year with respect to an employer under a for- 
eign plan is 


(a) 
(b) 


Reg. 
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where paragraph (b) does not apply, nil; and 
where ) 
(i) the year is 1992 or a subsequent year, 


(ii) the individual became entitled in the year, 
either absolutely or contingently, to benefits 
under the foreign plan in respect of services 


- rendered to the employer in a period through- 


out which the individual was resident in Can- 
ada and rendered services to the employer that 
were primarily services rendered in Canada or 
services rendered in connection with a busi- 
ness carried on by the employer in Canada, or 
a combination of those services, 


(iii) the individual continued to be entitled at 
the end of the year, either absolutely or con- 
tingently, to all or part of the benefits, and 


(iv) either 
(A) no contribution was made under the 


foreign plan in the year in respect of the 
individual, except where 


(I) no contribution was made because 
the foreign plan had an actuarial sur- 
plus, and 


(II) had a contribution been made in re- 
spect of the benefits referred to in sub- 
paragraph (ii), it would have been a res- 
ident’s contribution (as defined in 
subsection 207.6(5.1) of the Act), or 


(B) a contribution that is not a resident’s 
contribution was made under the foreign 
plan in the year in respect of the 
individual, 

the amount, if any, by which the lesser of 


(v) 18% of the amount that would be the indi- 
vidual’s compensation from the employer for 
the year if the definition “compensation” in 
subsection 147.1(1) of the Act were read with- 
out reference to paragraphs (b) and (c) of that 
definition, and 


ae (vi) the money purchase limit for the year 
exceeds $1,000. | 


(3) Pension credit — alternative determina- 
tion — Subject to subsection (4), where the Minister 
has, on the written application of an employer, ap- 
proved in writing a method for determining pension 
credits for a year with respect to the employer under 
a foreign plan, the pension credits shall be deter- 
mined in accordance with that method. 


(4) Pension credits for 1992, 1993 and 
1994 — The pension credit of an individual for 
1992, 1993 or 1994 with respect to an employer 
under a foreign plan is the lesser of 


(a) the amount that would, but for this subsection, 
be determined as the pension credit for the year, 
and 


(b) the amount, if any, by which the lesser of 


(i) 18% of the amount that would be the indi- 
vidual’s compensation from the employer for 
the year if the definition “compensation” in 
subsection 147.1(1) of the Act were read with- 
out reference to paragraphs (b) and (c) of that 
definition, and 


(ii) the money purchase limit for the year 
exceeds the total of 
(iii) $1,000, and 


(iv) the amount that would be the pension ad- 
justment of the individual for the year with re- 
spect to the employer if subsection 8301(1) 
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were read without reference to paragraph (b) 
of that subsection. 


(5) Foreign plan PSPA — Subject to subsection 
(6), where the benefits to which an individual is enti- 
tled, either absolutely or contingently, under a for- 
eign plan are modified, the foreign plan PSPA of the 
individual with respect to an employer associated 
with the modification. of benefits is the amount,, if 
any, by which 


(a) the total. of all amounts each of hick is wait 
- amount that, if this section were read without ref- 
erence to subsection (3); would. be the pension 
credit of the individual with respect. tothe em- 
ployer under the foreign plan for a calendar. year 
before the year in which the individual's benefits 
are modified 


exceeds the total of all beastie each of which is — 


(b) the pension. credit. of the individual with re- 
spect to the employer under the foreign plan for a 
calendar year before the year in which the ‘indi- 
vidual’s benefits are modified, or 


(c) the foreign plan PSPA of the individual with 
respect to the employer associated with a previ- 

ous modification of the individual’s benefits 
under the foreign plan. 


(6) Foreign plan PSPA — alternative determi- 
nation — Where the Minister has, on the written 
application of an employer, approved in writing a 
method for determining the foreign plan PSPA of an 
individual with respect to the employer associated 
with a modification of the individual’s benefits 
under a foreign plan, the individual’s foreign plan 
PSPA shall be determined in accordance with that 
method. 


History: S. 8308.1 added by P-C. 1996-911, ’s. 8, June 20, 1996, 
Canada Gazette, Part Il, July 10, 1996, applicable after 1991. 
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8308.2. Prescribed amount for sadist of 
foreign plan — Where 


(a) throughout a period in a calendar year after 
1992 an individual resident in Canada rendered 
services to an. employer, other than services that 
were primarily services. rendered in Canada or 
services rendered in connection with a business 
carried on by the employer 1 in Canada, or a com- 
bination of those services, . | 


(b) the individual became entitled in the year, ei- 
ther absolutely or contingently, to benefits under 
a pension plan that is a foreign plan (as defined in 
subsection 8308.1(1)) in respect of the. services, 
and 


(c) the individual continued to be either at the 
end of the year, either absolutely or contingently, 
to all or part of the benefits, 


there is prescribed in respect of the individual for the 
following year, for the purposes of the descriptions 
of B in the definitions “RRSP deduction limit” and 
“unused RRSP deduction room” in subsection 
146(1) of the Act and the description of B in para- 
graph 204.2(1.1)(b) of the Act, an amount eat to 
the lesser of 


(d) the amount by which the money ‘purchase 
limit for the year exceeds $1,000, and 


(e) 10% of such portion of the amount that would 
be the individual’s compensation from the em- 
ployer for the year, if the definition “compensa- 
tion” in subsection’ 147.1(1) of the Act’ were read 
without reference to paragraphs (b) and (c) of that 
definition, as is attributable to services rendered 
by the individual to the employer in periods 
throughout. which the: individual rendered ser- 
vices described in paragraph (a).: 
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History: S. 8308.2 added by P.C. 1996-911, s. 8, June 20, 1996, 
Canada Gazette, Part II, July 10, 1996, applicable after 1991. 


$308.3 Specified retirement arrangements — 
(1) Definition — In this section, “specified retire- 
ment arrangement” means, in respect of an individ- 
ual and an employer, a plan or arrangement under 


Reg. 
S. 8308.3(1)(c) 


which payments that are attributable to the individ- 
ual’s employment with the employer are to be, or 
may be, made to or for the benefit of the individual 
after the termination of the individual’s employment 
with the employer, but does not include 


(a) a plan or arrangement referred to in any of 
paragraphs (a) to (k) and (m) of the definition 
“retirement compensation arrangement” in sub- 
section 248(1) of the Act; 


(b) a plan or arrangement referred to in any of 
paragraphs 6802(a) to (f); 


(c) a plan or arrangement that does not provide, 
in any circumstances, for payments to be made to 
or for the benefit of the individual after the later 
of the day on which the individual attains 71 
years of age and the day that is 5 years after the 
day of termination of the individual’s employ- 
ment with the employer; 


igé tt hat does 1 ot provide 
ces for payments to be made 
efit of the individual after the 
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(d) a plan or arrangement (in- this paragraph re- 
ferred to as the “arrangement”) that is, or would 
be, but for paragraph (1) of the definition “retire- 
ment compensation arrangement” in subsection 
248(1) of the Act, a retirement Pon peusaion ar- 
rangement where 


(i) the funding of the arrangement is subject to” 
the Pension Benefits Standards Act, 1985 or a 
similar law of a province, or | 

(ii) the arrangement is funded substantially in 
accordance with the funding requirements that © 
would apply if the arrangement were subject - 
to the Pension Benefits Standards Act, 1985, 


(e) a plan or arrangement that is deemed by sub- 
section 207.6(6) of the Act to be a retirement 
compensation arrangement, or 


(f) an arrangement established by the Judges Act 
or the Lieutenant Governors Superannuation Act. 


(2) Pension credit — Subject to subsection (3), 
the pension credit of an individual for a calendar 
year with respect to an empire under a specified 
retirement arrangement is 
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(a) where paragraph (b) a not apply, nil; and 
(b) where 2 | 

(i) the year is 1993 ora a subsequent year. 

(ii) the employer is, at any time in the year, 
(A). a person who. is exempt, because of 
section 149 of the Act, from tax under Part 
I of the Act on all or part of the person’s 
taxable income, or 
(B) the Government of Canada or the gov- 
emment of a province, __ 

(iii) the individual became entitled j in the eds 

- either absolutely or contingently, to benefits 
under the arrangement in respect of employ- 
ment with the employer, 

(iv) at the end of the year, the nda is 

entitled, either absolutely or contingently, to 

benefits under the arrangement, and 


(v) the amount determined by the foraulae 


0.85 x (A — $1,000) — B 
__ is greater than nil where ~ 
_ A is the lesser of 
(A) 18% of the amount ‘Hint woud't be 
the individual’s compensation | from the 
employer for the year if the definition 
_ “compensation” in subsection 147.1(1) 
of the Act were read without reference 
to paragraphs (b) and (c) of that defini: 
tion, and 
(B) the money purchase Sanit for the 
year, and 
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Bis the amount that would be the pension 
adjustment of the individual for the year 
with respect to the employer if subsection 
8301(1) were read without reference to 
paragraph (c) of that subsection, 


0 amount that would be determined by the 
formula in subparagraph (v) if the reference to 
“0.85” in the formula were replaced by a refer- 
ence to “1”. 


(3) Pension credit — alternative determina- 
tion — Where the Minister has, on the written appli- 
cation of an employer, approved in writing a method 
for determining pension credits for a year with re- 
spect to the employer under a specified retirement 
arrangement, the pension credits shall be determined 
in accordance with that method. 


oney purck 
nd before 2004. 


(4) Specified retirement arrangement 
PSPA — Subject to subsection (5), where the bene- 
fits to which an-individual is entitled,-either abso- 
lutely or contingently, under a specified retirement 
arrangement are modified, the specified retirement 
arrangement PSPA of the individual with respect to 
an employer associated with the modification of ben- 
efits is the amount, if any, by which 


(a) the total of all amounts each of which is the 
amount that, if this section were read without ref- 
erence to subsection (3), would be the pension 
credit of the individual with respect to the em- 
ployer under the arrangement for a calendar year 
before the year in which the individual’s benefits 
are modified 


exceeds the total of all amounts each of which is 


(b) the pension credit of the individual with re- 
spect to the employer under the arrangement for a 
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calendar year before the year in which the indi- 
vidual’s benefits are modified, or 


(c) the specified retirement arrangement PSPA of 
the individual with respect to the employer asso- 
ciated with a previous modification of the indi- 
vidual’s benefits under the arrangement. 


(5) Specified retirement arrangement 
PSPA — alternative determination — Where 
the Minister has, on the written application of an em- 
ployer, approved in writing a method for determin- 
ing the specified retirement arrangement PSPA of an 
individual with respect to the employer associated 
with a modification of the individual’s benefits 
under a specified retirement arrangement, the indi- 
vidual’s specified retirement arrangement PSPA 
shall be determined in accordance with that method. 


History: S. 8308.3 added by P.C. 1996-911, s. 8, June 20, 1996, 
Canada Gazette, Part II, July 10, 1996, applicable after 1991, ex- 
cept that, for the purpose of applying, before 1996, the definition 
“specified retirement arrangement” in subsec. (1), the definition 
shall be read with the following para. added after para. (a): 


(a.1) an unfunded plan or arrangement that is. maintained pri- 
marily for the benefit of non-residents in respect of services 
rendered outside Canada, 


$308.4 Government-sponsored retirement ar- 
rangements — (1) Definitions — The definitions 
in this subsection apply in this section. 


“administrator” means, in respect of a government- 
sponsored retirement arrangement, the government 
or other entity that has ultimate responsibility for the 
administration of the arrangement. 


“sovernment-sponsored retirement arrange- 
ment” means a plan or arrangement established to 
provide pensions directly or indirectly from the pub- 
lic money of Canada or a province to one or more 
individuals each of whom renders services in respect 
of which amounts that are included in computing the 
income from a business of any person or partnership 


are paid directly or indirectly from the public money 


of Canada or a province. 


(2) Prescribed amount — Where 


(a) in a calendar year after 1992 an individual 
renders services in respect of which an amount 
that is included in computing the income from a 
business of any person or partnership was paya- 
ble directly or indirectly from the public money 
of Canada or a province, and 


(b) at the end of that year, the individual is: enti- 
tled, either absolutely or contingently, to benefits 
under a government-sponsored retirement ar- 
rangement that provides benefits in connection 
with such services, 


the amount by which the RRSP dollar limit for the: 


following year exceeds $1,000 is prescribed in re- 
spect of the individual for that following year for the 
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purposes of the descriptions of B in the definitions 
“RRSP deduction limit” and “unused RRSP deduc- 
tion room” in subsection 146(1) of the Act and the 
description of B in paragraph 204.2(1.1)(b) of the 
Act.” | Ee ae 


History: S. 8308.4 added by P.C. 1996-911, s. 8, June 20, 1996, 
Canada Gazette, Part Il, July 10, 1996, applicable after 1992. 


8309. Prescribed amount for lieutenant 
governors and judges — (1) Where an individ- 
ual is, at any time in a particular calendar year after 
1989, a lieutenant governor of a province (other than 
a lieutenant governor who is not a contributor within 
the meaning assigned by section 2 of the Lieutenant 
Governors Superannuation Act), there is prescribed 
in respect of the individual for the immediately fol- 
lowing year for the purposes of the description of B 
in paragraphs 146(1)(g.1) and (1) [146(1)“RRSP. de- 
duction limit” and “unused RRSP deduction room’”] 
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and subsection 204.2(1.1) of the Act the amount, if 
any, by which 


(a) the lesser of 


me) 18 per cent of the salary received by the 
individual for the particular year as a lieuten- 
ant governor, and 


(ii) the money purchase limit for the particular 
year 


exceeds 
(b) $1,000. 


(2) Where an individual is, at any time in a particular 
calendar year after 1990, a judge in receipt of a sal- 
ary under the Judges Act, there is prescribed in re- 
spect of the individual for the immediately following 
year for the purpose of the description of B in 
paragraphs 146(1)(g.1) and (1) [146(1)“RRSP deduc- 
tion limit” and “unused RRSP deduction room” and 
subsection 204.2(1.1) of the Act the amount, if any, 
by which , 


(a) the fare of 


(i) 18' per cent of the salary (other than salary 
that was not received under the Judges Act) 
received by the individual for the particular 
year as a judge, and | 
(i1) the money purchase limit for the particular 
year 

exceeds 

-(b) $1,000. 


he previous year mi- 
for the previous year. 


rchase limit, 


lly have 


8310. Minister’s powers — (1) Where more than 
one method for determining an amount under this 
Part complies with the rules in this Part, only such of 
those methods as are acceptable to the Minister shall 
be used. 


(2) Where, in a particular case, the rules in this Part 
require the determination of an amount in a manner 
that is not appropriate having regard to the provi- 
sions of this Part read as a whole and the purposes 
for which the amount is determined, the Minister 
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may permit or require the amount to be determined 
in a manner that, in the Minister’s opinion, is 
appropriate. 


(3) Where, pursuant to subsection (2), the Minister 
gives permission or imposes a requirement, the per- 
mission or requirement is not effective unless it is 
given or imposed in writing. 


8311. Rounding of amounts — Where a pension 
credit or provisional PSPA of an individual is not a 
multiple of one dollar, it shall be rounded to the ~ 
nearest multiple of one dollar or, if it is equidistant 
from two such consecutive multiples, to the higher 
thereof. 


Part LXXXIV — Retirement 

and Profit Sharing Plans — 

Reporting and Provision of 
Information 


History: The heading to Part LXXXIV amended by P.C, 1996-911, 
5. 9, June 20, 1996, Canada Gazette, Part I, July 10, 1996, applica- 
ble after 1992. The heading formerly read: Registered Plans — Re- 
porting and Provision of Information. 


Part LXXXIV (ss, 8400-8410) added by P.C. 1991-2540, s. 7, De- 
cember 16, 1991, Canada Gazette, Part II, January 15, 1992, ss. 
8400 to 8405, 8409 and 8410 applicable after 1989 except that 


- (a) any return otherwise required to be filed under s. 8402 or 
8403 or subsec. 8409(1) before the particular day that is 60 days 
after January 15, 1992 shall be deemed to have been filed as 
required if it is filed on or before the particular day; 


(b) any copy of a return or form otherwise required under sub- 
sec, 8404(2) or (3) to be forwarded to an individual before the 
particular day that is 60 days after January 15, 1992 shall be 
deemed to have been forwarded as required if it is forwarded on 
or before the particular day, 


(c) any return otherwise required by reason of \s, 8405 to be 
filed before February 28, 1991 shall be, deemed to have been 
filed as required if it is filed on or before February 28, 1991, 
and 


(d) subsec. 8409(3) is applicable in respect of final distributions 
of property held in connection with registered pension plans 
where the distribution is made after 1989 and. any return other- 
wise required to be filed under subsec. 8409(3) before the par- 
ticular day that is 60 days after January 15, 1992 shall be 
deemed to have been filed as required if it is filed on or before 
the particular day. 
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8400. Definitions — (1) All words and expressions 
used in this Part that are defined in subsection 
8300(1), 8308.4(1) or 8500(1) or in subsection 
147.1(1) of the Act have the meanings assigned in 
those provisions. . 

History: Subsec. 8400(1) amended by P.C., 1996-911, s. 10, June 


20, 1996, Canada Gazette, Part II, July 10, 1996, applicable after 
1992; : 


(2) A reference in this Part to a pension credit of an 
individual means a pension credit of the individual 
as determined under Part LXXXIII. 


(3) For the purposes of this Part, where the adminis- 
trator of a pension plan is not otherwise a person, the 
administrator shall be deemed to be a person. 


8401. Pension adjustment — (1) Where the pen- 
sion adjustment of an individual for a calendar year 
with respect to an employer is greater than nil, the 
employer shall, on or before the last day of February 
in the immediately following calendar year, file with 
the Minister an information return in prescribed form 
reporting the pension adjustment, other than the por- 
tion, if any, required by subsection (2) or (3) to be 
reported by the administrator of a registered pension 

plan. 


(2) Where an individual makes a contribution ina 
particular calendar year to a registered pension plan 
that is a specified multi-employer plan in the year 
and the contribution is not remitted to the plan by 
any participating employer on behalf of the individ- 
ual, the plan administrator shall, on or before the last 
day of February in the immediately following calen- 
dar year, file with the Minister an information return 
in prescribed form reporting the aggregate ‘of all 
amounts each of which is the portion, if any, of the 
individual’s pension adjustment for the particular 
year with respect to an employer that may reasona- 
bly be considered to result from the contribution. 


(3) Where the portion of a pension credit of an indi- 
vidual for a calendar year that, pursuant to subsec- 
tion (4), is reportable by the administrator of a regis- 
tered pension plan is greater than nil, the 
administrator shall, on or before the last day of Feb- 
ruary in the immediately following calendar year, 
file with the Minister an information return in pre- 
scribed form reporting that portion of the pension 
credit. ae 


(4) For the purpose of subsection (3), where, on ap- 
plication by the administrator of a registered pension 
plan that is, in a calendar year, a multi-employer 
plan (other than a specified multi-employer plan), 
the Minister consents in writing to the application of 
this subsection with respect to the plan in the year, 
such portion of each pension credit for the year 
under a defined benefit provision of the plan as may 
reasonably be considered to be attributable to bene- 
fits provided in respect of a period of reduced ser- 
vices or disability of an individual is, to the extent 
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permitted by the Minister, reportable by the 
administrator. 


(5) Subsections (1) to (3) do not apply to require the 
reporting of amounts with respect to an individual 
for the calendar year in which the individual dies. 


(6) Where the pension adjustment of an individual 
for a calendar year with respect to an employer is 
altered by reason of the application of paragraph 
8308(4)(d) or (5)(c) and the amount (in this subsec- 
tion referred to as the “redetermined amount”) that a 
person would have been required to report based on 
the pension adjustment as altered exceeds 


(a) if the person has not previously reported an 
amount in respect of the individual’s pension ad- 
justment, nil, and 


(b) otherwise, the amount reported by the person 
in respect of the individual’s pension adjustment, 


the person shall, within 60 days after the day on 
which paragraph 8308(3)(c) or (5)(c), as the case 
may be, applies to alter the pension adjustment, file 
with the Minister an information return in prescribed 
form reporting the redetermined amount. 


8402. Past service pension adjustment — (1) 
Where a provisional PSPA (computed under section 
8303, 8304 or 8308) of an individual with respect to 
an employer that is associated with a past service 
event (other than a certifiable past service event) is 
greater than nil, the administrator of each registered 
pension plan to which the past service event relates 
shall, within 60 days after the day on which the past 
service event occurs, file with the Minister an infor- 
mation return in prescribed form reporting such por- 
tion of the aggregate of all amounts each of which is 
the individual’s PSPA with respect to an employer 
that is associated with the past service event as may 
reasonably be considered to be attributable to bene- 
fits provided under the plan, except that a return is 
not required to be filed by an administrator if the 
amount that would otherwise be reported by the ad- 
ministrator is nil. 


(2) Where a foreign plan PSPA (computed under 
subsection 8308.1(5) or (6)) of an individual with re- 
spect to an employer associated with a modification 
of benefits under a foreign plan (as defined by sub- 
section 8308.1(1)) is greater than nil, the employer 
shall, on or before the last day of February in the 
year following the calendar year in which the indi- 
vidual’s benefits were modified, file with the Minis- 
ter an information return in prescribed form report- 
ing the foreign plan PSPA. 


(3) Where a specified retirement arrangement PSPA 
(computed under subsection 8308.3(4) or (5)) of an 
individual with respect to an employer associated 
with a modification of benefits under a specified re- 
tirement arrangement (as defined by subsection 
8308.3(1)) is greater than nil, the employer shall, on 
or before the last day of February in the calendar 
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year following the calendar year in which the indi- 
vidual’s benefits were modified, file with the Minis- 
ter an information return in prescribed form report- 
ing the specified retirement arrangement PSPA. 

History: S. 8402 renumbered as subsec. 8402(1) and subsecs. (2) 


and (3) added, by P.C. 1996-911, s. 11, June 20, 1996, Canada Ga- 
zette, Part II, July 10, 1996, applicable after 1991. 


ft r i 996, except th t 
to be filed befon 


be filed on or before the particular day, 
Technical Notes: Part LXXXIV sets. out the reporting require- 
ments for DPSPs, RPPs. foreign plans and certain other retirement 
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$402.1 Where an amount is prescribed by subsection 


year because of the individual’s entitlement (either 
absolute or contingent) to benefits under a govern- 
ment-sponsored retirement arrangement (as defined 
in subsection 8308.4(1)), the administrator of the ar- 
rangement shall, on or before the last day of Febru- 
ary in the year, file with the Minister an information 
return in prescribed form reporting the prescribed 
amount. : 


History: S. 8402.1 added by P.C. 1996-911, s. 12, June 20, 1996, 
Canada Gazette, Part I, July 10, 1996, applicable after 1992. 


8403. Connected persons — Where, at any par- 
ticular time after 1990, 


(a) an individual becomes a member ofa regis- 
tered pension plan, or 5 


8308.4(2) in respect of an individual for a calendar 
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(b) lifetime retirement benefits commence toac- 
crue to the individual under a defined benefit pro- 
vision of a registered pension plan following a 
period in which lifetime retirement benefits did 
not accrue to the individual, © tO? Se ION 3 
each employer who participates in the plan for the 


- benefit of the individual and with whom the individ- 


ual is connected (within: the meaning assigned by 


subsection 8500(3)) at the particular: time, or-was, 


connected at any time: after 1989, shall, within 60 


days after the particular time, file with the Minister 


an information return in prescribed form: containing 
prescribed information with respect to the individual 
unless. the employer has previously filed an informa- 
tion return under this section with respect to the 
individual. RH TE Moet Ae 
Forms: T1007: Connected person information return. 


8404. Reporting to individuals — (1) Every per- 


son who is required by section 8401 or subsection 


8402.1(1) to file an information return with the Min- 
ister shall, on or before the day on or before which 
the return is required to be filed with the Minister, 


' forward to each individual to whom thé return re- 
lates, 2 copies of the portion of the return that relates 
to the individual.» ey Save’ 289 SOLE 


(2) Every person who is required by. section, 8402, 
subsection 8402.1(2) or section 8403 to file an infor- 


mation return with the Minister shall, on or before 
the day on or before which the return is required to 


be filed with the Minister, forward to each individual 
to whom the return relates, one copy of the portion 


of the return that relates to the individual. 
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(3) Every person who obtains a certification from the 
Minister for the purposes of subsection. 147.1(10) of 
the Act in respect of a past service event and an indi- 
vidual shall, within 60 days after receiving from the 
Minister the form submitted to the Minister pursuant 
to subsection 8307(1) in respect of the past service 
event and the individual, forward to the individual 
one copy of the form as returned by the Minister. 


(4) Every person required by subsection (1), (2) or 
(3) to forward a copy of an information return or a 
form to an individual shall send the copy to the indi- 
vidual at the individual’s last known address or shall 
deliver the copy to the individual in person. 

History: Subsecs: 8404(1) and (2) amended by P.C, 1996-911, s. 
13, June 20, 1996, Canada Gazette, Part II, July 10, 1996, applica- 
ble after 1992. 


8405. Discontinuance of business — Subsec- 
tion 205(2) and section 206 are applicable, with such 
modifications as the circumstances require, in re- 
spect of returns required to be filed under this Part. 


8406. Provision of information — (1) Where a 
person who is required to file an information return 
under section 8401 requires information from an- 
other person in order to determine an amount that is 
to be reported or to otherwise complete the return 
and makes a written request to the other person for 
the information, the other person shall provide the 
person with the information that is available to that 
other person, 


(a) where the information return is required to be 
filed in the calendar year in which the request is 
received, within 30 days after receipt of the re- 
quest; or 


(b) in any other case, by January 31 of the year 


immediately following the calendar year in which 
the request is received. 


(2) Where the administrator of a registered pension 
plan requires information from a person in order to 
determine a provisional PSPA of an individual under 
section 8303, 8304 or 8308 and makes a written re- 
quest to the person for the information, the person 
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shall, within 30 days after receipt of the request, pro- 
vide the administrator with the information that is 
available to the person. — 


(3) Where the administrator of a registered pension 
plan requires information from a person in order to 
complete an information return required to be filed 
under section 8409 and makes a written request to 
the person for the information, the person shall, 
within 30 days after receipt of the request, provide 
the administrator with the information that is availa- 
ble to that person. 


Technical Notes: New subsection 84064) imposes certain infor 
mation sharing requirements on the administrator of an RPP (the 
“importing plan”) when an individual is provided with past service 
benefits under the plan pursuant to a reciprocal or portability ar- 
These. requirements apply where the past service bene- 
oa PA wansfer amount in relation to the ‘individual’ s 
termination from a defined benefit provision ‘of another RPP (the 
“exporting plan”) — that is, where the individual terminates from 
the exporting plan after 1996 and the PSPA is determined in accor- 
dance with the modified PSPA rules in subsection 8304(5), The in- 
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8407. Qualifying withdrawals — Where 


(a) an individual who has withdrawn an amount 
from a registered retirement savings plan under 
which the individual was the annuitant (within 
the meaning assigned by paragraph 146(1)(a) 
[146(1)‘annuitant’”] of the Act) at the time of the 
withdrawal provides the issuer (within the mean- 
ing assigned by paragraph 146(1)(c. 1) [146(1)“4s- 
suer’”] of the Act) of the plan, in the calendar year 
in which the amount was withdrawn or in either 
of the 2 immediately following calendar years, 
with the prescribed form referred to in subpara- 
graph 8307(3)(a)(ii) accompanied by a request 
that the issuer complete the form in respect of the 
withdrawal, and 


(b) the issuer has not, at the time of receipt of the 

~ request, forwarded to the individual 2 copies of 
the information return required by subsection 
214(1) to be made by the issuer in respect of the 
withdrawal, and does not, within 30 days after re- 
ceipt of the request, forward to the individual 2 
copies of that return, 
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the issuer shall, within 30 days after receipt of the 
request, complete those portions of the form that the 
form indicates are required to be completed by the 
issuer in respect of the withdrawal and return the 
form to the individual. 


Forms: T1006: Designating an RRSP asthcleealel as a sualityiee 
withdrawal. 


8408.. Requirement to provide ‘Minister with 
information — (1) The Minister may, by notice 
served personally or by registered or certified mail, 
require that a person provide the Minister, within 
such reasonable time as is stipulated in the notice, 
with 


(a) information relating to the determination. of 
amounts under Part LX XXIII; 


(b) where the person claims that paragraph 
147.1(10)(a) of the Act is not applicable with re- 
spect to an individual and a past service event by 
reason of an exemption provided by regulation, 
information relevant to the claim; or 


(c) information for the purpose. of determining 
whether the registration of a pension plan may. be 
revoked. 


(2) Where a person fails to provide the Minister with | 
information pursuant to a requirement under subsec- 
tion (1), each registered pension plan. and deferred 
profit sharing plan to which the information relates 
becomes a revocable plan as of the day on or before 
which the information was required to be provided. 


8409. Annual information returns — (1) The ad- 
ministrator of a registered pension plan. that is ad- 
ministered under the supervision of a government 
regulator shall file an information return for a fiscal 
period of the plan in prescribed form and containing 
prescribed information 


(a) where an agreement concerning annual infor- 

mation returns has been entered into by the Min- 
_ ister and the regulator, as identified in subsection. 
(i) in the case of the agreement with the Pen- 
sion Commission of Ontario, with the Taxa- 
tion Data Centre of the sbtieetees of reais of 
Ontario, and Ov 


(ii) in any other case, with that eee Sits 


on or before the day that an information return 
required by that regulator is to lie ae for ae fis- 
cal period; and 


(b) in any other case, with the Minister on or 
before the day that is 180 days after the end of 
the fiscal period. 


History: Subsec. 8409(1) amended by P.C. 1996-213, s. 1, Febru- 
ary 20, 1996, Canada Gazette, Part Il, March 6, 1996, applicable to 
fiscal periods that end after December 30, 1994. Former s. 8409 
does not apply for the 1994 calendar year to a registered pension 
plan with a fiscal period ending in’ 1994 before December 31, 1994. 


Subsec. 8409(1) amended by P.C. 1995-17, s. 7, January 11, 1995, 
Canada Gazette, Part Il, January’°25, 1995, applicable after 1989. 
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Forms: T244: Registered pension plan annual information return: 


(2) For the purposes of paragraph (1)(a), the follow- 
ing government regulators have entered into an 
agreement concerning annual information returns 
with the Minister: 


(a) the Pension Commission of Ontario, Province 
of Ontario; 


(b) the Superintendent of Pensions, Province of 
Nova Scotia; 


(c) the Superintendent of Pensions, Province of 
New Brunswick; 


(d) the Superintendent of Pensions, Province of 
Manitoba; and 


(e) the Superintendent of Pensions, Province of 
British Columbia. 


History: Subsec. 8409(2) amended by P.C. 1996-213, s. 1, Febru- 
ary 20, 1996, Canada Gazette, Part II, March 6, 1996, applicable to 
fiscal periods that end after December 30, 1994. Former s. 8409 
does not apply for the 1994 calendar year to a registered pension 


plan with a fiscal period ending in 1994 before December 31, 1994. — 


(3) The administrator of a registered pension plan 
shall, within 60 days after the final distribution of 
property held in connection with the plan, notify the 
Minister in writing of the date of the distribution and 
the method of settlement. 

History: Subsec. 8409(3) amended by P.C. 1996-213, s. 1,Febru- 
ary 20, 1996, Canada Gazette, Part II, March 6, 1996, applicable to 
fiscal periods that end after December 30, 1994. Former s. 8409 


does not apply for the 1994 calendar year to a registered pension 
plan with a fiscal period ending in 1994 before December 31, 1994. 


8410. Actuarial reports — The administrator of a 
registered pension plan that contains a defined bene- 
fit provision shall, on demand from the Minister 
served personally or by registered or certified mail 
and within such reasonable time as is stipulated in 
the demand, file with the Minister a report prepared 
by an actuary on the basis of reasonable assumptions 
and in accordance with generally accepted actuarial 
principles and containing such information as is re- 
quired by the Minister in respect of the defined bene- 
fit provisions of the plan. 


Part LXXXV — Registered 
Pension Plans 


History: Part LXXXV (ss. 8500-8520) added by P.C. 1991-2540, 
s. 7, December 16, 1991, Canada Gazette, Part II, January 15, 1992, 
applicable after 1988 except that: 


(a) subsec. 8512(1) is applicable as of January 15, 1992; 


(b) any form or document otherwise required by subsec. 
8512(2) to be forwarded to the Deputy Minister of National 
Revenue for Taxation before the particular day that is 60 days 
after January 15, 1992 shall be deemed to have been forwarded 
as required if it is forwarded on or before the particular day; and 


(c) subsec. 8515(5) is applicable 


(i) in respect of contributions made after 1991 to a pension 
plan that was registered by the Minister on or before July 
31, 1991 for the purposes of the Income Tax Act, and 
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-(ii) in respect of contributions made after 1990 to a pension 
plan that-is registered by the Minister after July 31, 1991] 
for the Puporerss of that Act. 


8500. Interpretation — (1) In this Part, 


“active member” of a pension plan in a calendar 
year means a member of the plan to whom benefits 
accrue under a defined benefit provision of the plan 
in respect of all or any portion of the year or who 
makes contributions, or on whose behalf contribu- 
tions are made, in relation to the year under a money 
purchase provision of the plan; 


“average Consumer Price Index’ for a calendar 
year means the amount that is obtained by dividing 
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by 12 the aggregate of all amounts each of which is 
the Consumer Price Index for a month in the 12- 
month period ending on September 30 of the imme- 
diately preceding calendar year; 


“beneficiary” of an individual means a person who 
has a right, by virtue of the participation of the indi- 
vidual in a pension plan, to receive benefits under 
the plan after the death of the individual; 


“benefit provision” of a pension plan means a 
money purchase or defined benefit provision of the 
plan; ; 


“bridging benefits” provided to a member under a — 
benefit provision of a pension plan means retirement 
benefits payable to the member under the provision 
for a period ending no later than a date determinable 
at the time the benefits commence to be paid; 


“Consumer Price Index” for a month means the 
Consumer Price Index for the month as published by 
Statistics Canada under the authority of the Statistics 
Act; ght FA ey 
“defined benefit limit’? for a calendar year means 
(a) for years before 1996, $1,722.22, and 


(b) for years after 1995, '/ of the money purchase 
limit for the year; 


History: “Defined benefit limit” in subsec., 8500(1) amended by 
P.C. 1995-17, subsec. 8(1), January 11,1995, Canada Gazette, Part 
II, January 25, 1995, applicable after.1991. ri 
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“dependant” of an individual at the time of the indi- 
vidual’s death means a parent, grandparent, brother, 
sister, child or grandchild of the individual who, at 
that time, is both dependent on the individual for 
Support and 


(a) under 19 years of age and will not attain 19 
years of age in the calendar year that includes 
that time, i 


(b) in full-time attendance at an educational insti- 
tution, or ; 


(c) dependent on the individual by reason of 
mental or physical infirmity; 


“disabled” means, in relation to an individual, suf- 
fering from a physical or mental impairment that 
prevents the individual from performing the duties of 
the employment in which the individual was’ en- 
gaged before the commencement of the impairment; 


“eligible period of reduced pay” of an employee 
with respect to an employer means ‘a period (other 
than a period in which the employee is, at any time 
after 1990, connected with the employer or a period 
any part of which is a period of disability of the em- 


ployee) 


(a) that begins after the employee has been em- 
ployed by the employer or predecessor employers 
to the employer for not less than 36 months, 


(b) throughout which the employee renders. ser- 
vices to the employer, and | 


(c) throughout which the remuneration received 
by the employee from the employer is less than 
the remuneration that it is reasonable to expect 
the employee would have received from: the em- 
ployer had the employee rendered services 
throughout the period on a regular basis (having 
regard to the services rendered by the employee 
to the employer before the period) and had the 
employee’s rate of remuneration been commen- 
surate with the employee’s rate of remuneration 
before the period; 


“eligible period of temporary absence” of an indi- 
vidual with respect to an employer means a period 
throughout which the individual does not render ser- 
vices to the employer by reason of leave of absence, 
layoff, strike, lock-out or any other circumstance ac- 
ceptable to the Minister, other than a period 


(a) a part of which is a period of disability of the 
individual, or 


(b) in which the individual is, at any time after 
1990, connected with the employer; 


“eligible survivor benefit period” in relation to a 
person who is a dependant of an individual at the 
time of the individual’s death, means the period be- 


Reg. 
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ginning on the day of death of the individual and 
ending on the latest of 


(a) where the dependant is under 19 years of age 
throughout the calendar year that includes the day 
of death of the individual, the earlier of 


(i) December 31 of the calendar year in which 
the dependant attains 18 years of age, and 


(11) the day of death of the dependant, 


(b) where the dependant is in full-time attendance 
at an educational institution on the later of the 
day of death of the individual and December 31 
of the calendar year in which the dependant at- 
tains 18 years of age, the day on which the de- 
pendant ceases to be in full-time attendance at an 
educational institution, and 


(c) where the dependant is dependent on the indi- 
vidual at the time of the individual’s death by 
reason of mental or physical infirmity, the day on 
which the dependant ceases to be infirm or, if 
there is no such day, the day of death of the 
dependant; 


“existing plan’ means a pension plan that was a 
registered pension plan on March 27, 1988 or in re- 
spect of which an application for registration was 
made to the Minister before March 28, 1988, and in- 
cludes a pension plan that was established before 
March 28, 1988 pursuant to an Act of Parliament 
that deems member contributions to be contributions 


to a registered pension plan; 


“forfeited amount” under a money, purchase provi- 
sion of a pension plan means an amount to which a 
member of the plan has ceased to have any rights, 
other than the portion thereof, if any, that is payable 


(a) to a beneficiary of the member as a conse- 
quence of the member’s death, or 


(b) to a spouse or former spouse of the member 
as a consequence of the breakdown of their mar- 
riage or other conjugal relationship; 


‘‘srandfathered plan’ means 


(a) an existing plan that, on March 27, 1988, con- 
tained a defined benefit provision, or 


(b) a pension plan that was established to provide 
benefits under a defined benefit provision to one 
or more individuals in lieu of benefits to which 
the individuals were entitled under a defined ben- 
efit provision of another pension plan that is a 
grandfathered plan, whether or not benefits are 
also provided to other individuals; 


Related Provisions: Reg. 8509(13) — Grandfathering where 
plan complied before March 1996 budget date. 


“lifetime retirement benefits” provided to a mem- 
ber under a benefit provision of a pension plan 
means retirement benefits provided to the member 
under the provision that, after they commence to be 
paid, are payable to the member until the member’s 
death, unless the benefits are commuted or payment 
of the benefits is suspended; 
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“multi-employer plan” in a calendar year means 
(a) a pension plan in respect of which it is reason- 
able to expect, at the beginning of the year (or at 
the time in the year when the plan is established, 
if later), that at no time in the year will more than 
95 per cent of the active members of the plan be 
employed by a single participating employer or 
by a related group of participating employers, 
other than a plan where it is reasonable to con- 
sider that one of the main reasons there is more 
than one employer participating in the plan is to 
obtain the benefit of any of the provisions of the 
Act or these Regulations that are applicable only 
with respect to multi-employer plans, or 


(b) a pension plan that is, in the year, a specified 
multi-employer plan, 


and, for the purposes of this definition, 2 corpora- 
tions that are related to each other solely by reason 
that they are both controlled by Her Majesty in right 
of Canada or a province shall be deemed not to be 
related persons; 

Related Provisions: [1A 252.1 — Trade union locals and 
branches deemed to be a single employer. 


“pensionable service” of a member of a pension 
plan under a defined benefit provision of the plan 
means the periods in respect of which lifetime retire- 
ment benefits are provided to the member under the 
provision; 


“period of disability” of an individual means a pe- 
riod throughout which the individual is disabled; 


“predecessor employer” means, in relation to a par- 
ticular employer, an employer (in this definition re- 
ferred to as the “vendor’’) who has sold, assigned or 
otherwise disposed of all or part of the vendor’s bus- 
iness or undertaking or all or part of the assets of the 
vendor’s business or undertaking to the particular 
employer or to another employer who, at any time 
after the sale, assignment or other disposition, be- 
comes a predecessor employer in relation to the par- 
ticular employer, where one or more employees of 
the vendor have, in conjunction with the sale, assign- 
ment or disposition, become employees of the em- 
ployer acquiring the business, undertaking or assets; 


“public pension benefits” means amounts payable 
on a periodic basis under the Canada Pension Plan, 
a provincial pension plan as defined in section 3 of 
the Canada Pension Plan, or Part | of the Old Age 
Security Act, but does not include disability, death or 
survivor benefits provided under those Acts; 
“public safety occupation” means the occupation of 

(a) firefighter, 

(b) police officer, 

(c) corrections officer, 

(d) air traffic controller, or 


(e) commercial airline pilot; 
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“retirement benefits” provided to an individual 
under a benefit provision of a pension plan means 
benefits provided to the individual under the provi- 
sion that are payable on a periodic basis; 


“surplus” under a money purchase provision of a 
pension plan at any time means such portion, if any, 
of the amount held at that time in respect of the pro- 
vision as has not been allocated to members and is 
not reasonably attributable to 


(a) forfeited amounts under the provision or earn- 
ings of the plan that are reasonably attributable to 
those amounts, » . ; 


(b) contributions made under the provision by an 
employer that will be allocated to members as 
part of the regular allocation of such contribu- 
tions, or 


(c) earnings of the plan (other than earnings that 
are reasonably attributable to the surplus under 
the provision before that time) that will be allo- 
cated to members as part. of the regular allocation 
of such earnings; 

History: Paras. (a) and (b) of the definition of “surplus” in subsec. 


8500(1) amended by P.C. 1995-17, subsec, 8(2), January 11, 1995, 
Canada.Gazette, Part Il, January 25, 1995, applicable after 1988. 


“totally and permanently disabled” means, in rela- 
tion. to an individual, suffering from a physical or 
mental impairment that prevents the individual from 
engaging in any employment for which the individ- 
ual is reasonably suited by virtue of the individual’s 
education, training or experience and that can rea- 
sonably be expected to last for the remainder of the 
individual’s lifetime; 


“Year’s Maximum Pensionable Earnings” for a 
calendar year has the meaning assigned by section 
18 of the Canada Pension Plan. 


Interpretation Bulletins: IT-124R6: Contributions to registered 
retirement savings plans. 


(2) All words and expressions used in this Part that 
are defined in subsection 147.1(1) of the Act have 
the meanings. assigned in that subsection. 


(3) For the purposes of this Part, a person is con- 
nected with an employer at any time where, at that 
time, the person . 


(a) owns, directly or indirectly, not less than 10) 
per cent of the issued shares of any class of the 
capital stock of the employer or of any other cor- 
poration that is related to the employer, 


(b) does not deal at arm’s length with the em- 

ployer, or 

(c) is a specified shareholder of the employer by 

reason of paragraph (d) of the definition “speci- 

fied shareholder” in subsection 248(1) of the Act, 
and, for the purposes of this subsection, 


(d) a person shall be deemed to own, at any time, 
each share of the capital stock of a corporation 
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owned, at that time, by a person with whom the 
person does not deal at arm’s length, 


(e) where shares of the capital stock of a corpora- 
tion are owned at any time by a trust, 


(i) if the share of any beneficiary in the in- 
come or capital of the trust depends on the ex- 
ercise by any person of, or the failure by any 
person to exercise, any discretionary power, 
each beneficiary of the trust shall be deemed 
to own, at that time, all the shares owned by 
the trust, and © 


(i1) in any other case, each beneficiary of a 
trust shall be deemed to own, at that time, that 
proportion of the shares owned by the trust 
that the fair market value at that time of the 
beneficiary’s beneficial interest in the trust is 
of the fair market value at that time of all ben- 
eficial interests in the trust, 


(f) each member of a partnership shall be deemed 
to own, at any time, that proportion of all shares 
of the capital stock of a corporation that are prop- 
erty of the partnership at that time that the fair 
market value at that time of the member’s interest 
in the partnership is of the fair market value at 
that time of the interests of all members in the 
partnership, and 


(g) a person who, at any time, has a right under a 
contract, in equity or otherwise, either immedi- 
ately or in the future and either absolutely or con- 
tingently, to, or to acquire, shares of the capital 
stock of a corporation shall be deemed to own, at 
that time, those shares if one of the main reasons 
for the existence of the right may reasonably be 
considered to be that the person not be connected 
‘with an employer. 

Interpretation Bulletins: IT-124R6: Contributions to registered 

retirement savings plans. 


(4) For the purposes of this Part, an officer who re- 
ceives remuneration for holding an office shall, for 
any period that the officer holds the office, be 
deemed to render services to, and to be in the service 
of, the person from whom the officer receives the 
remuneration. 


interpretation Bulletins: IT-167R6: Registered pension plans — 
employee’s contributions. 


(5) For the purposes of this Part, any provision that 
applies with respect to a spouse of a taxpayer also 
applies in the same manner with respect to a party to 
a void or voidable marriage to a taxpayer. 


(6) Where this Part provides that an amount is to be 
determined by aggregating the durations of periods 
that satisfy specified conditions, a period shall be in- 
cluded in determining the aggregate only if it is not 
part of a longer period that satisfies the conditions. 


(7) For the purposes of the definition “active mem- 
ber” in subsection (1), subparagraph 8503(3)(a)(v) 
and paragraphs 8504(7)(d) and 8507(3)(a), such por- 
tion of an amount allocated to an individual at any 


Reg. 
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time under a money purchase provision of a regis- 
tered pension plan as is attributable to 


(a) forfeited amounts under the provision or earn- 
ings of the plan that are reasonably attributable to 
those amounts, 


(b) a surplus under the provision, or 


(c) property transferred to the provision in respect 
of the actuarial surplus under a defined benefit 
provision of the plan or another registered pen- 
sion plan 


shall be deemed to be a contribution made under the 
provision on behalf of the individual at that time. . 
History: Subsec. 8500(7) added by P.C. 1995-17, subsec. 8(3), Jan- 
uary 11, 1995, Canada Gazette, Part II, January 25, 1995, applica- 
ble after 1988, except that with respect to amounts allocated on or 
before April 5, 1994, subsec. (7) shall be read without reference to 
the expression “[of] the definition ‘active member’ in: subsection 
(1)”, and for the purposes of subparagraph 8507(3)(a)(vi), without 
reference to paragraph (c) thereof. 

Forms [Reg. 8500]: 1920: Application for acceptance of an 
amendment to an RPP. 


8501. Prescribed conditions for registration 
and other conditions applicable to registered 
pension plans — (1) Conditions for registra- 
tion — For the purposes of section 147.1 of the Act, 
and subject to sections 8509 and 8510, the pre- 
scribed conditions for the registration of a pension 
plan are 


(a) the conditions in paragraphs 8502(a), (c), (e), 
(f) and (1), 
(b) if the plan contains a defined benefit provi- 
sion, the conditions in paragraphs 8503(4)(a) and 
(c), and 
(c) if the plan contains a money purchase provi- 
sion, the conditions in paragraphs 8506(2)(a) and 
(d), 

and the following conditions: 


(d) there is no reason to expect, on the basis of 
the documents that constitute the plan and estab- 
lish the funding arrangements, that 


(i) the plan may become a revocable plan pur- 
suant to subsection (2), or 


(ii) the conditions in subsection 147.1(10) of 
the Act may not be complied with, and 


(e) there is no reason to expect that the plan may 
become a revocable plan pursuant to subsection 
147.1(8) or (9) of the Act or subsection 8503(15). 


(2) Conditions applicable to registered 
pension plans — For the purposes of paragraph 
147.1(11)(c) of the Act, and subject to sections 8509 
and 8510, a registered pension plan becomes a revo- 
cable plan at any time that it fails to comply with 


(a) a condition set out in any of paragraphs 
8502(b), (d), (g) to (k) and (m); 

(b) where the plan contains a defined benefit pro- 
vision, a condition set out in paragraph 
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8503(3)(a), (b), (d), Gj), (kK) or (1) or (4)(b), d), (©) 
or (f); or sla moien 
(c) where the plan contains» a money purchase 
provision, a condition set out in any of 
paragraphs 8506(2)(b) to (c) and (e) to (h). 

History: Para. 8501(2)(a) amended by P.C: 1996-911, s. 14, June 

20, 1996, Canada Gazette, Part II, July 10, 1996, applicable after 

TUS. Ae Sg é 

Para. 8501(2)(c) amended by P.C. 1995-17, subsec, 9(1), January 

11, 1995, Canada Gazette, Part II, January 25, 1995, applicable af- 

ter April 5, 1994. 


(3) Permissive rules — The conditions in this 
Part do not apply in respect of a pension plan to the 
extent that they are inconsistent with the provisions 
of subsections 8503(6) and (8) and 8505(3) and (4). 
History: Subsec: 8501(3) amended by P.C. 1995-17, subsec. 9(2), 
January 11, 1995, Canada Gazette, Part II, January 25, 1995, appli- 
cable after 1988. 320) 


(4) Supplemental plans — Where. 


(a) the benefits provided under a pension plan (in 
this subsection referred to as the “supplemental 
» plan”) that contains one defined benefit provision 
and’ no money purchase provisions may reasona- 
bly be considered to be supplemental to the bene- 
fits provided under a defined benefit provision (in 
this subsection referred to as the “base. provi- 
sion”) of another pension plan, 


(b) the supplemental plan does not otherwise 


comply with the condition set out in paragraph 


8502(a) or the condition in paragraph 8502(c), 
and 


(c) the Minister has approved the application of 
this subsection, which approval has not been 
withdrawn, 


for the purpose of determining whether the supple- 


mental plan complies with the conditions in_ 


paragraphs 8502(a) and (c), the benefits provided 
under the base provision shall be considered to be 
provided under the supplemental plan. | 


(5) Benefits payable to spouse after marriage 
breakdown — Where 


(a) a spouse or former spouse of a member of a 
registered pension plan is entitled to receive all or 
a portion of the benefits that would otherwise be 
payable under the plan to the member, and 


(b) the entitlement was created 


(i) by assignment of benefits by the member, 
on or after the breakdown of their marriage or 
other conjugal relationship, in settlement of 
rights arising out of their marriage or other 
conjugal relationship, of 

(ii) by a provision of the law. of Canada, or a 
province applicable in respect of the division 
of property between the member and the 
member’s spouse or former spouse, on or after 
the breakdown of their marriage or other con- 
jugal relationship, in settlement of rights aris- 
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ing out of their marriage or other conjugal 
relationship, ome, ; 

the following rules apply: 95" 8 
(c) except where paragraph (d) is applicable, the 
benefits to which the spouse or former spouse is 
entitled shall, for the purposes of this Part, be 
deemed to be benefits provided and payable to 
the member, and 2193 


(d) where 
(i) the entitlement of the spouse, or former 
spouse was created by a provision of the law 


of Canada or a province described in subpara- 

graph (b)(ii), and 

(ii) that provision é r 
(A) requires that benefits commence to be 
paid to the spouse or former spouse at a 
time that may. be different from the time 

_ benefits commence to be paid to the mem- 

Her. Cin bine ite ; 
(B) gives the spouse or former spouse any 
rights in respect of the benefits to, which 
the spouse or former spouse is entitled in 
addition to the rights that the spouse or for- 
mer spouse would have as a consequence. 
of an assignment by the member, in: whole 
or in part, of the member’s right to benefits 
under the plan, : 


the benefits to which the spouse or former spouse 
is entitled shall, for the purposes of this Part, be 
deemed to be benefits provided and payable to 
the spouse or former spouse. and not provided or 
payable to the member. iy 101 


(6) Indirect contributions — Where an employer 
or an individual makes payments to a trade union or 
an association of employers (in this subsection re- 
ferred to as the “contributing entity”) to enable the 
contributing entity to make contributions to a pen- 
sion plan, such portion ofa contribution made by the 
contributing entity to the plan as is reasonably attrib- 
utable to a payment made to the contributingyentity 
by an employer or individual shall, for the purposes 
of the conditions in this Part, be considered to be+a 
contribution made by the employer or individual, as 
the case may be, and not by the contributing entity. 
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$502. Conditions applicable to all plans — For 
the purposes of section 8501, the following condi- 
tions are applicable in respect of a pension plan: 


(a) primary purpose — the primary purpose of 
the plan is to provide periodic payments to indi- 
viduals after retirement and until death in respect 
of their service_as employees; 


(b) permissible contributions — each contri- 
bution made to the plan after 1990 is an amount 
that 


(i) is paid by a member of the plan in accor- 
darice with the plan as registered; where the 
amount is credited to the member’s account 
‘under a money purchase provision of the plan, 
or is paid in respect of the member’s benefits 
_ under a defined benefit provision of the plan, 


(ii) is paid in accordance with ‘a money 
purchase provision of the plan as registered, 
by an employer with respect to the employer’s 
employees or former employees, 


(iii) is an eligible contribution that is paid in 
respect of a defined benefit provision of the 
plan by an employer with respect to the em- 
ployer’s employees or former employees, 


(iv) is transferred to the plan in accordance 
with any of subsections 146(16), 147(19) and 
147.3(1) to (8) of the Act, or 


(v) is acceptable to the Minister and that is 
transferred to the plan from a pension plan 
that is maintained primarily for the benefit of 
non-residents in respect of services rendered 
outside Canada, 


and, for the purposes of this paragraph, 


(vi) an eligible contribution is a contribution 
that is paid by an employer in respect of a de- 
fined benefit provision of a pension plan is 
where it is an eligible contribution under sub- 
section 147.2(2) of the Act or, in the case of a 
plan in which Her Majesty in right of Canada 
or a province is a participating employer, 
would be an eligible contribution under sub- 
section 147.2(2) of the Act if all amounts held 
to the credit of the plan in the accounts of 
Canada or the province were excluded from 
the assets of the plan, and 


(vii) such portion of the contributions that are 
made by Her Majesty in right of Canada or a 
province in respect of a defined benefit provi- 
sion of the plan as. can reasonably be consid- 
ered to be made with respect to the employees 
or former employees of another person shall 
be deemed to be contributions that are made 
by that other person; 


(c) permissible benefits — the plan does not 
provide for, and its terms are such that it will not 
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under any circumstances provide for, nd benefits 
other than benefits 


(i) that are provided under one or more de- 
fined benefit provisions and are in:accordance 
with. subsection; — 8503(2), paragraphs 
8503(3)(c) and (e) to (i) and section 8504, 


(ii) that are provided under one or more 
money. purchase provisions and are in accor- 
dance with subsection 8506(1), 


(iii) that the plan is required to provide by rea- 
son of a designated provision of the law of 
Canada or a province, or that the plan would 
be required to provide if each such provision 
were applicable to the plan with respect to all 
its members, and 


(iv) that the plan is required to provide to a 
spouse or former spouse of a member of the 
plan by reason of a provision of the law of 
Canada or a province applicable in respect of 
the division of property between the member 
and the spouse or former spouse, On or after 
the breakdown of their marriage or other con- 
jugal relationship, in settlement of rights aris- 
ing out of their marriage or other conjugal 
relationship; 


(d) permissible distributions — each distri- 
bution that is made from the plan is 


(i) a payment of benefits in accordance with 
the plan as registered, 


(ii) a transfer of property held in connection 
with a defined benefit provision of the plan to 
another pension plan to be held in connection 
with a benefit provision of that other plan, 
where the transfer is in accordance with sub- 
section 147.3(3), (4.1) or (8) of the Act, 


(iii) a return of all or. a portion of the contribu- 
tions made by a member of the plan or an em- 
ployer who participates in the plan, where the 
payment is made to avoid the revocation of 
the registration of the plan, 


(iv) a return of all or a portion of the contribu- 
tions made by a member of the plan under a 
defined benefit provision of the plan, where 
the return of contributions is pursuant to an 
amendment to the plan that also reduces the 
future contributions that would otherwise be 
required to be made under the provision by 
members, 


(v) a payment of interest (computed at a rate 
not exceeding a reasonable rate) in respect of 
contributions that are returned as described in 
subparagraph (iv), 


(vi) a payment in full or partial satisfaction of 
the interests of a person in an actuarial surplus 
that relates to a defined benefit provision of 
the plan, 


Income Tax Regulations. 


(vii) a payment to an employer of property 
held in connection with a money purchase 
provision of the plan, or 


(viii) where the Minister has, under subsection 
8506(2. 1), waived the application of the con- 
dition in paragraph 8506(2)(b. 1) in respect of 
a money purchase provision of the plan, a 

. payment under the provision of an amount ac- 
ceptable to the Minister; 


History: Subpara. 8502(d)(ii) amended and subpara. 8502(d)(vili) 
added by P.C. 1995-17, subsecs. 10(1) and (2), January 11, 1995, 
Canada Gazette, Part II, January 25, 1995. Subpara. 8502(d)(11) is 
applicable with respect to distributions made from a pension plan 
after 1990 and subpara. 8502(d)(viii) is applicable after April 5, 
1994. 


(ec) payment of pension — the plan 


(i) requires that the retirement benefits of a 
member under each benefit provision of the 
plan commence to be paid not later than 


(A) the end of the calendar year in which 
the member attains 71 years of age, or 
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0 


(B) in the case of benefits provided under a 
defined benefit provision, such later time 
as is acceptable to the Minister, but only if 
the amount of benefits (expressed on an 
annualized basis) payable does not exceed 
the amount of benefits that would be paya- 
ble if payment of the benefits commenced 
at the time referred to in clause (A), and 


(ii) provides that retirement benefits under 
each benefit provision are payable not less 
frequently than annually; 


(f) assignment of rights — the plan includes a 
stipulation that no right of a person under the 
plan is capable of being assigned, charged, antici- 
pated, given as security or surrendered, and, for 
the purposes of this condition, 


(i) assignment does not include 


(A) assignment pursuant to a decree, order 
or judgment of a competent tribunal or a 
written agreement in settlement of rights 
arising out of a marriage or other. conjugal 
relationship between an individual and the 
individual’s spouse or former spouse, on 
or after the breakdown of their marriage or 
other conjugal relationship, or 


(B) assignment by the legal representative 
of a deceased individual on the distribution 
of the individual’s estate; and 


(ii) surrender does not include a reduction in 
benefits to avoid the revocation of the regis- 
tration of the plan; 


(g) funding media — the arrangement under 
which property is held in connection with the 
plan is acceptable to the Minister; 
(h) investments — the property that is held in 
connection with the plan does not include 
~@) a prohibited investment under subsection 
8514(1), 
(ii) at any time that the plan is subject to the 
Pension Benefits Standards Act, 1985 or a 
similar law of a province, an investment that 
is not permitted. at that time under such laws 
as apply to the plan, or 
(iii) at any time other than a time referred to in 
subparagraph (ii), an investment that would 
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not be permitted were the plan subject to the 
Pension Benefits Standards Act, 1985, 


(i) borrowing — a trustee or other person who 
holds property in connection with the plan does 
not borrow money for the purposes of the plan, 
except where 


(i) the borrowing is for a term not exceeding 
90: days, C Ou 


(ii) the borrowing is not part of a series of 
loans or other transactions’ and repayments, 
and Ae ey | 


(iii) none of the property that 1s held in con- 
nection with the plan is used as security for 
the borrowed money (except where the bor- 
rowing is necessary to provide funds for the 
current payment of benefits or the purchase of 
annuities under the plan without resort to a 
distressed sale of the property that is held in 
connection. with the plan), 


or where 


(iv) the money is borrowed for the. purpose of 
acquiring real property that may reasonably be 
considered to be acquired for the purpose of 
producing income from property, 


(v) the aggregate of all amounts borrowed for 
the purpose of acquiring the property and any 
indebtedness incurred as a consequence of the 
acquisition of the property does not exceed 
the cost to the person of the property, and 


(vi) none of the property that is held in con- 
nection with the plan, other than the real prop- 
erty, is used as security for the borrowed 
money; 


(j) determination of amounts — except as 
otherwise provided in this Part, each amount that 
is determined in connection with the plan is de- 
termined, where the amount is based on assump- 
tions, using such reasonable assumptions as are 
acceptable to the Minister, and, where actuarial 
principles are applicable to the determination, in 
accordance with generally accepted actuarial 
principles; 


(k) transfer of property between provi- 
sions — property that is held in connection with 
a benefit provision of the plan is not made availa- 
ble to pay benefits under another benefit provi- 
sion of the plan (including another benefit provi- 
sion that replaces the first benefit provision), 
except where the transaction by which the prop- 
erty is made so available is such that if the benefit 
provisions were in separate registered pension 
plans, the transaction would constitute a transfer 
of property from one plan to the other in accor- 
dance with any of subsections 147.3(1) to (4.1), 
(6) and (8) of the Act; 
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History: Para. 8502(k) amended by P.C: 1995-17, subsec. 103), 
January 11, 1995, Canada Gazette, Part I, January 25, 1995, appli- 
cable with respect to transactions occurring after 1990. 


(1) appropriate pension adjustments — the 
plan terms are not such that an amount that is de- 
termined under Part LXXXIII in respect of the 
plan would be inappropriate having regard to the 
provisions of that Part read as a whole and the 
purposes for which the amount is. determined, 
and 


(m) participants in GSRAs — no individual 
who, at any time after 1993, is entitled, either ab- 
solutely or contingently, to benefits under the 
plan-by reason’ of employment with an employer 
with whom the individual is connected is entitled 


at that time, either absolutely or contingently, to. 


benefits under a government-sponsored retire- 
ment arrangement (as defined in subsection 
8308.4(1)). 


History: Para. 8502(m) added by 1 1996-911, s. 15, June 20, 
1996 Canada Gazette, Part Il, July 10, 1996, applicable after 1993. 


8503. Defined benefit provisions — (1) Net 
contribution accounts — In this section and sub- 
section 8517(2), the net contribution account of a 
member of a pension plan in relation to a defined 
benefit provision of the plan is an account that is 


(a) credited with 


(i) the amount of each contribution that is 
made by the member to the plates in respect of 
the provision, 


(ii) each amount that is transferred on behalf 
of the member to the plan in respect of the 
provision in accordance with any of subsec- 
tions 146(16), 147(19) and 147.3(2) and (5) to 
(7) of the Act, 


(iii) such portion of each amount that is trans- 
ferred to the plan in respect of the provision in 
accordance with. subsection 147.3(3) of the 
Actas may reasonably be considered to derive 
from contributions that are made by the mem- 
ber to a registered pension plan or interest 
(computed at a reasonable raed in respect of 
such contributions, 


(iv) the amount of any property that was held 
in connection with another benefit provision 
of the plan and that has been made available 
to provide benefits under the provision, to the 
extent that if the provisions were in separate 
registered pension plans, the amount would be 
included in the member’s net contribution ac- 


count by reason of subparagraph (11) or (iii), 


and 


(v) interest (computed at a reasonable rate de- 
termined by the plan administrator) in respect 
of each period throughout which the account 
has a positive balance; and 
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(b) charged with 


(i) each amount that is paid under the provi- 

sion with respect to the member, otherwise 

than in respect of an actuarial surplus under 
_ the provision, 


(ii) the amount of any property that is held in 
connection with the provision (other than 
property that is in respect of an actuarial sur- 
plus under the provision) and that is made 
available to provide benefits with respect to 
the member under another benefit provision of 
the plan, and, 


(iii) interest (computed at a reasonable rate 
determined by the plan administrator) in re- 
spect of each period throughout which the ac- 
count has a negative balance. 


History: Subparas. 8503(1)(b)(G) and (ii) amended by P.C. 1995- 
17, subsec. 11(1), January 11, 1995, Canada Gazette, Part II, Janu- 
ary 25, 1995, applicable after 1988. — 


(2) Permissible benefits — For the purposes of 
paragraph 8502(c), the following benefits may, sub- 
ject to the conditions set out in respect of each bene- 
fit, be provided under a defined benefit provision of 
a pension plan: 


(a) lifetime retirement benefits — lifetime 
retirement benefits provided to a member where 
the benefits are payable in equal periodic 
amounts, or are not so payable only by reason 
that 


(i) the benefits payable to a member after the 
death of the member’s spouse are less than the 
benefits that would be payable to the member 
were the member’s spouse alive, 


(11) the plan provides for periodic cost-of-liv- 
ing adjustments to be made to the benefits, 
where the adjustments 


(A) are determined in such a manner that 
they do not exceed cost-of-living adjust- 
ments warranted by increases in the Con- 
sumer Price Index after the benefits com- 
mence to be paid, | 


(B) consist of periodic increases at a rate 
not exceeding 4 per cent per annum after 
the time the benefits commence to be paid, 


(C) are based on the rates of return on a 
specified pool of assets after the benefits 
commence to be paid, or 


(D) consist of any combination of adjust- 
ments described in clauses (A).to (C), 


and, in the case of adjustments described in 
clauses (C) and (D), the present value (at the 
time the member’s benefits commence to be 
paid) of additional benefits that can reasona- 
bly be expected to be paid as a consequence 
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of the adjustments does not exceed the greater 
of 2 


(E) the present value (at the time'the mem- 
ber’s benefits commence to be paid) of ad- 
ditional benefits that could reasonably be 
expected to be paid as a ‘consequence of 
adjustments warranted by increases in the 
Consumer Price Index after the member’s 
benefits commence to be paid, and 


__(F) the present value (at the time the mem- 
ber’s benefits commence to be paid) of ad- 
ditional benefits that would be paid as a 
consequence of adjustments at a fixed rate 
of 4 per cent per annum after the time the 
member’s benefits commence to be paid, 
or | . 


(i11) where the plan does not provide for peri- 
odic cost-of-living adjustments to be made to 
the benefits, or provides only for such adjust- 
ments as are described in clause (i1)(A) or (B), 
‘the plan provides for cost-of-living adyjust- 
ments to be made to the benefits from time to 
time at the discretion of any person, where the 
adjustments, together with periodic cost-of- 
living adjustments, if any, are warranted by 
increases in the Consumer Price Index after 
the benefits commence to. be paid; 


(b) bridging benefits — bridging benefits pro- 
vided to a member where 


~ (i) the bridging benefits are payable for a pe- 
riod beginning no earlier than the time life- 
time retirement benefits commence to be paid 
under the provision to the member and ending 
no later than the end of the month immedi- 
ately following the month in which the mem- 
ber attains 65 years of age, and 


(ii) the amount of the bridging benefits paya- 
ble for a particular month does not exceed the 
amount that is determined for that month by 
the formula | 


D 
AX (1 — 0025 xB) x x 7) 


where 


A is the amount (or a reasonable estimate 
thereof) of public pension benefits that 
would be payable to the member for the 
month in which the bridging benefits com- 

“ mence to be’ paid to the member if 


(A) the member were 65 years of age 
throughout that month, 


(B) that month were the first month for 
which public pension benefits were 
payable to the member, 

(C) the member were entitled to the 


maximum amount of benefits payable 
under the Old Age Security Act, and 
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(D) the member were entitled to that 
proportion, not exceeding 1, of the 
maximum benefits payable under the 
Canada Pension Plan (or a provincial 
plan as defined in section 3 of the Can- 
ada Pension Plan) that the total of the 
member’s remuneration for the 3 calen- 
dar years in which the remuneration is 
the highest is of the total of the Year’s 
Maximum Pensionable Earnings for 
those 3 years (or such other proportion 
of remuneration to Year’s Maximum 
Pensionable Earnings as is acceptable 
to the Minister), 


(A) except where clause (B) is applica- 

ble, the number of months, if any, from 

the date on which the bridging benefits 

commence to be paid to the member to 

the date on which the member attains 
- 60 years of age, and 


(B) where the member is totally and 
permanently disabled at the time the 
bridging benefits commence to be paid 
to the member and the member was 
not, at any time after 1990, connected 
with an employer who has participated 
in the plan, nil, 


C is the greatest of all amounts each of which 
is the ratio of the Consumer Price Index 
for a month not before the month in which 
the bridging benefits commence to be paid 
to the member and not after the particular 
month, to the Consumer Price Index for 
the month in which the bridging benefits 
commence to be paid to the member, and 

D is 

(A) except where clause (B) is applica- 
ble, the lesser of 10 and 


(1) where the member was not, at 
any time after 1990, connected with 
an employer who has participated in 
the plan, the aggregate of all 
amounts each of which is the dura- 
tion (measured in years, including 
any fraction of a year) of a period 
that is pensionable service of the 
member under the provision, and 


(ID) in any other case, the aggregate 
that would be determined under 
subclause (1) if the duration of each 
period were multiplied by a fraction 
(not greater than 1) that measures 
the services rendered by the mem- 
ber throughout the period to em- 
ployers who participate in the plan 
as a proportion of the services that 
would have been rendered by the 
member throughout the period to 


Reg. 
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such employers had the member 
rendered services,on a full-time ba- 
sis, and 


(B) where the member is totally and 
permanently disabled at the time at 
which the bridging benefits commence 
to be paid to the member and the mem- 
ber was not, at any time after 1990, 
connected with an employer who has 
participated in the plan, 10; 


(c) guarantee period — retirement benefits (in 
this paragraph referred to as “continued retire- 
ment benefits”) provided to.one or more benefi- 
ciaries of a member who dies after retirement 
benefits under the provision commence to be paid 
to the member where | 


(i) the continued retirement benefits are paya- 
ble for a period beginning after the death of 
the member and ending 


(A) if retirement benefits permissible 
under paragraph (d) are provided under the 
provision to a spouse or former spouse of 
the member, no later than 5 years, and 


(B) in any other case, no later than 15 
years 


after the day on which retirement benefits 
commence to be paid under the provision to 
the member, and 


(ii) the aggregate amount of continued retire- 
ment benefits payable under the provision for 
each month does not exceed the amount of re- 
tirement benefits that would have been paya- 
ble under the provision for the month to the 
member if the member were alive; 


(d) post-retirement survivor benefits — re- 
tirement benefits (in this paragraph referred to as 
“survivor retirement benefits”) provided to one or 
more beneficiaries of a member who dies after re- 
tirement benefits under the provision commence 
to be paid to the member where 


(i) each beneficiary is a spouse, former spouse 
or dependant of the member at the time of the 
member’s death, 


(ii) the survivor retirement benefits provided 
to a spouse or former spouse are payable for a 
period beginning after the death of the mem- 
ber and ending with the death of the spouse or 
former spouse, 


(i1i) the survivor retirement benefits provided 
to a dependant are payable for a period begin- 
ning after the death of the member and ending 
no later than at the end of the dependant’s eli- 
gible survivor benefit period, 


(iv) the amount of survivor retirement benefits 
payable for each month to a beneficiary does 
not exceed 667/3 per cent of the amount of re- 
tirement benefits that would have been paya- 
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ble under the provision for the month to the 
member if the member were alive, and 


(v) the aggregate amount of survivor retire- 
ment .benefits and other retirement benefits 
payable under the provision for each month to 
beneficiaries of the member does not exceed 
the amount of retirement benefits that would 
have been payable under the provision for the 
month to the member if the member were 
alive; 
(e) pre-retirement survivor benefits — re- 
tirement benefits (in this paragraph referred to as 
“survivor retirement benefits”) provided to one or 
more beneficiaries of a member who dies before 
retirement benefits under the provision com- 
mence to be paid to the member where 


(1) no other benefits (other than benefits per- 
missible under paragraphs (g), (j) and (n)) are 
payable as a consequence of the member’s 
death, 


(ii), each. beneficiary is a, spouse, former 
spouse or dependant of the member at the 
time of the member’s death, 


(iii) the survivor retirement benefits provided 
to a spouse or former spouse are payable for a 
period beginning after the death of the mem- 
ber and ending with the death of the spouse or 
former spouse, 


(iv) the survivor retirement benefits provided 
to a dependant are payable for a period begin- 
ning after the death of the member and ending 
no later than at the end of the dependant’s eli- 
gible survivor benefit period, 


-(v) the amount of-survivor retirement benefits 
payable for a month to a beneficiary does not 
exceed 667/3 per cent of the amount that is de- 
termined in respect of the month by the 
formula set out in subparagraph (vi), and 


(vi) the aggregate amount of survivor retire- 
ment benefits payable under the provision for 
a particular month to beneficiaries of the 
member does not exceed the amount that is 
determined for the particular month by the 
formula 


(A+B) ye 


12 
where 


A isthe amount (expressed on an annualized 
basis) of lifetime retirement benefits that 
accrued under the provision to the member 
as of the member’s day of death, deter- 
mined without any reduction computed by 
reference to the member’s age, duration of 
service, or both, and without any other 
similar reduction, 


Bis, in the case of a member who attains 65 
years of age before the member’s death or 
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who was, at any time after 1990, con- 
nected with an employer who has partici- 
pated in the plan, nil, and; otherwise, the 
amount, if any, by which the lesser of 


(A) the amount (expressed on an annu- 
alized basis) of lifetime retirement ben- 
efits that could reasonably be: expected 
_ to have accrued to the member to the 
_ day on which the member would have 
- attained 65 years of age if the member 
had survived to that day and.continued 
in employment and if the member's 
rate of remuneration had not increased 
after the member’s day of death, and 


(B) the amount, if any, by which */2 of 
the Year’s Maximum Pensionable 

' Earnings for the calendar year in which 
the member dies exceeds such amount 
as is required by the Minister to be de- 
termined. in respect of benefits pro- 
vided, as a consequence of the death of 
the member, under other benefit provi- 
sions of the plan and under benefit pro- 
visions of other registered pension 
plans 


exceeds the amount determined for A, and 


C is the greatest of all amounts each of which 
is the ratio of the Consumer Price Index 
for a month not before the month in which 
the member dies and not after the particu- 
lar month; to the Consumer Price Index for 
the month in which the member dies; 


(f) pre-retirement survivor benefits — 
alternative rule — retirement benefits (in this 
paragraph referred to as “surviving spouse bene- 
fits”) provided to a beneficiary of a member who 
dies before retirement benefits under the defined 


benefit provision commence to be paid to the 


member where 


(i) no other benefits (other than benefits that 
are permissible under paragraphs (g), (j) and 
(n)) are payable as a consequence of the mem- 
ber’s death, 


(ii) the beneficiary is a spouse or former 
spouse of the member, 


(iii) the surviving spouse benefits are payable 
for a period beginning not later than the Jater 
of 
(A) the day that is one year after the day of 
death of the member, and 


4B) the end of the calendar ‘year in which 
the beneficiary attains 71 years of age 
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and ending with the death of the beneficiary, 


(iv) the surviving spouse benefits would be in 
accordance with paragraph (a) if the surviving 
spouse were a member of the plan, and 


'(v) the present value (at the time of the mem- 
ber’s death) of all benefits provided as a con- 
sequence of the member’s death does not ex- 
ceed the present value (immediately before 
the member’s death) of all benefits that have 
accrued under the provision with respect to 
the member to the day of the member’s death; 


(g) pre-retirement survivor benefits — 


guarantee period — retirement benefits pro- 
vided to one or more individuals as a conse- 
quence of the death of a person who 
(i) is a beneficiary of a member who died 
before retirement benefits under the provision 
commenced to be paid to the member, 


(ii) was, at the time of the member’s death, a 
spouse or former spouse of the member, and 


(iii) dies after the member’s death, 
where the benefits would be in accordance with 
paragraph (c) if the person were a member of the 
plan; 
(h) lump-sum payments on termination — 
the payment, with respect to a member in connec- 
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tion with the member’s termination from the plan 
(otherwise than by reason of death), of one or 
more single amounts where 


(i) the payments are the last payments to be 
made under the provision with respect to the 
member, 


(ii) if subparagraph (iii) is not applicable, each 
single amount does not exceed the balance in 
the member’s net contribution account imme- 
diately before the time of payment of the sin- 
gle amount, and 


(iii) if 
(A) the Minister has, pursuant to subsec- 
tion (5), waived the application of the con- 


ditions in paragraph (4)(a) in respect of the 
provision, or 


(B) the member’s contributions under the 
provision for each calendar year after 1990 
would have been in accordance with para- 
graph (4)(a) if the reference in clause 
(i)(B) thereof to “70 per cent” were read as 
a reference to “50 per cent’, 


each single amount does not exceed the 
amount that would be the balance in the mem- 
ber’s. net contribution account immediately 
before the time of payment of the single 
amount if, for each current service contribu- 
tion made by the member under the provision, 
the account were credited with an additional 
amount equal to the amount of the contribu- 
tion (other than the portion thereof,. if any, 
paid in respect of one or more periods that 
were not periods of regular employment and 
that would not have been required to be paid 
by the member if the periods were periods of 
regular employment); 


(i) payment of commuted value of benefits 
on death before retirement — the payment 
of one or more single amounts to one or more 
beneficiaries of a member who dies before retire- 
ment benefits under the provision commence to 
be paid to the member where 


(i) no retirement benefits are payable as.a.con- 
sequence of the member’s death, and 


(ii) the aggregate of all amounts, each of 
which is such a single amount (other than the 
portion thereof, if any, that can reasonably be 
considered to be interest, computed at a rate 
not exceeding a reasonable rate, in respect of 
the period from the day of death of the mem- 
ber to the day the single amount is paid), does 
not exceed the present value, immediately 
before the death of the member, of all benefits 
that have accrued under the provision with re- 
spect to the member to the day of the mem- 
ber’s death; 
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(j) lump sum payments on death — the pay- 
ment of one or more single amounts after the 
death of a member where 


(i) the payments are the last payments to be 
made under the provision with respect to the 
member, 


(ii) if the member dies before retirement bene- 
fits under the provision commence to be paid 
to the member and no retirement benefits are 
payable as a consequence of the member’s 
death, the aggregate amount to be paid at any 
time complies with whichever of the condi- 
tions in subparagraphs (h)(ii) and (iii) would 
be applicable if the single amounts were paid 
in connection with the member’s termination 
from the, plan. otherwise than by reason of 
death, and . 

(iii) if subparagraph (ii) is not applicable, the 
aggregate amount to be paid at any time does 
not exceed the balance, immediately before 
that time, in the member’s net contribution ac- 
count in relation to the provision; 


(k) additional post-retirement death bene- 
fits — retirement benefits (in this paragraph re- 
ferred to as “additional death benefits’) payable 
after the death of a member who dies after retire- 
ment benefits under the provision commence to 
be paid to the member where the additional death 
benefits are 


(i) retirement benefits provided to a spouse or 
former spouse of the member that are in ex- 
cess of the benefits that are permissible under 
paragraph (d), but that would be permissible 
under that paragraph if the reference in sub- 
paragraph (iv) thereof to “667/s per cent” were 
read as a reference to “100 per cent”, © 


(ii) retirement benefits provided-to one or 
more beneficiaries of the member that are in 
excess of the benefits that are permissible 
under paragraph (c), but that would be permis- 
sible under that paragraph if it were read with- 
out reference to clause (i)(A) thereof, or 


(111) a combination of retirement benefits de- 
scribed in subparagraphs (1) and (11), 


and where 


(iv) the additional death benefits are provided 
in lieu of a proportion of the lifetime retire- 
ment benefits that would otherwise be payable 
under the provision to the member, and 


(v) the present value (at the time retirement 
benefits under the provision commence to be 
paid to the member) of all benefits provided 
under the provision with respect to the mem- 
ber does not exceed the present value (at that 
time) of the benefits that would be so pro- 
vided if 

(A) the amount of the member’s lifetime 

retirement benefits were determined with- 
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‘out any reduction dependent on the bene- 
fits payable after the death of the member 
or on circumstances that are relevant in de- 
termining such death benefits, and 


(B) the maximum amount of retirement 
benefits that are permissible under para- 
‘graph (d) were payable to the member’s 
spouse or former spouse after the death of 
the member; 


./(l) additional bridging benefits — bridging 


benefits in excess of bridging benefits that are 


permissible. under paragraph (b) (referred to in 
this paragraph as “additional bridging benefits”) 
provided to a member. where 


(i) the additional bridging benefits would be 
permissible under paragraph (b) if the formula 
set. out in. subparagraph (ii) thereof were re- 
placed. by the formula “A x GC’, 


(ii) the additional bridging benefits are pro-— 


vided in lieu of a proportion of the lifetime re- 
tirement benefits that would otherwise be pay- 
able under. the provision to the member and 
any benefits related thereto payable after the 
death of the member, and 


ii) the present value (at the time retirement 
benefits under the provision commence to be 
paid to the member) of all benefits provided 
under the provision with respect to the mem- 
ber does not exceed the present value (at that 
time) of the benefits that would be so pro- 
vided-if the additional bridging benefits were 
not provided; 


(m) commutation of benefits — the payment 
with respect to a member of a single amount in 
full or partial satisfaction of the member’s entitle- 
ment to’ other benefits under the provision, where 
‘the single amount does not exceed the present 
' value (at the time the single amount is paid) of 


(i) the other benefits that, as a consequence of 
the payment, cease to be provided, and 


(ii) benefits, other than benefits referred to in 
subparagraph (i), that it is reasonable to con- 
sider would cease to be provided as a conse- 
quence of the payment if 


(A) where retirement benefits have not 
‘commenced to be paid under the provision 
to the member at the time the single 
amount is paid, the plan provided for the 
retirement benefits that accrued to the 


tember under the provision to be adjusted 


to reflect the increase in a general measure 
of wages and salaries from that time to the 
day on which the benefits commence to be 
paid, and | 


(B) the plan provided for periodic cost-of- 
living adjustments to be made to the retire- 
ment benefits payable under the provision 
to the member to reflect increases in the 


Consumer Price Index after the retirement 
benefits commence to be paid (other than 
increases before the time the single’ amount 
is paid); and, , 


(n) the payment, with respect to an/individual af- 
ter the death of a member, of a single amount in 
full or partial satisfaction of the individual’s enti- 
tlement to other benefits, under the provision, 
where 


(i) the! individual is a‘ beneficiary of the 
member, 7 


(ii) the single amount does not exceed the pre- 

sent value (at the time the single amount is 
paid) of the other benefits that, as a conse- 

quence of the payment, cease to be provided, 
and 


(iii) if the other benefits in respect of which 
the: single amount is paid include benefits de- 
scribed in paragraph (e) and the beneficiary 
was a spouse or former spouse of the member 
at the time of the member’s death, the single 
amount.is not transferred from. the, plan di- 
rectly to another registered pension plan, a 
registered retirement savings plan or a regis- 
tered retirement income fund except with the 
approval of the Minister. ! ri 

History:. Subpara. 8503(2)(n)(iii) amended by, P.C. 1995-17, sub- 

sec. 11(2), January 11, 1995, Canada, Gazette, Part Il, January 2: 

1995, applicable with respect to payments made after April 5, 1994. 


(3) Conditions applicable to benefits — For 
the purposes of subsection 8501(2). and subparagraph 
8502(c)(i), the following conditions are applicable 
with respect to the benefits provided under each de- 
fined benefit provision of a pension plan: 


(a) eligible service — the only lifetime retire- 
ment benefits provided under the provision to a 
member (other than additional lifetime retirement 
benefits provided to a member because the mem- 
ber is totally and permanently disabled at the time 

‘the member’s retirement benefits commence to 
be paid) are lifetime retirement benefits provided 
in respect of one or more of the following peri- 
ods, namely, + 


(i) a period throughout which the member is 

employed in Canada by, -and receives remu- 
neration from, an employer who participates 
in the plan, 


(ii) a period throughout which the member 
was employed in Canada by, and received re- 
muneration from, a predecessor employer to 
an employer who participates in the plan, 


(iii) an. eligible period of temporary absence 
of the member with respect to’ an employer 
who participates in the plan or a predecessor 
employer to such an employer, 


(iv) a period of disability of the member sub- 
sequent to a period described in subparagraph 
(i) where, throughout such part of the period 
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of disability as is after 1990, the member is 
not connected with an employer who partici- 
pates in the plan, 


(v) a period in respect of which 


(A) benefits that are attributable to em- 
ployment of the member with a former 
employer accrued to the member under a 
defined benefit provision of another regis- 
tered pension plan, or 

(B) contributions were made by or on be- 
half of the member under a money 
purchase provision of another registered 
pension plan, 


where the member has ceased to be a member 
of that other plan, 


(vi) a period throughout which the member 
was employed in Canada by a former em- 
ployer where the period was an eligibility pe- 
riod for the participation of the member in an- 
other registered pension plan, and 


(vii) a period acceptable to the Minister 
throughout which the member is employed 
outside Canada; 


(b) benefit accruals after pension com- 
mencement — benefits are not provided under 
the provision (in this paragraph referred to as the 
“particular provision’) to a member in respect of 
a period that is after the day on which retirement 
benefits commence to be paid to the member 
under a defined benefit provision of 


(1) the plan, or 
(ii) any other registered pension plan if 
(A) an employer who participated under 


the particular provision for the benefit of 
the member, or 


(B) an employer who does not deal at 
arm’s length with an employer referred to 
in clause (A) 
has participated under the defined benefit pro- 
vision of the other plan for the benefit of the 
member; 


(c) early retirement — where lifetime retire- 
ment benefits commence to be paid under the 
provision to a member at any time before 


(i) in the case of a member whose benefits are 
provided in respect of employment in a public 
safety occupation, the earliest of 


(A) the day on which the member attains 
55 years of age, 


(B) the day on which the member has 25 
years of early retirement eligibility service 
in relation to the provision, 


(C) the day on which the aggregate of the 
member’s age (measured in years, includ- 
ing any fraction of a year) and years of 
early retirement eligibility service in rela- 
tion to the provision is equal to 75, and 
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(D) if the member was not, at any time af- 
ter 1990, connected with any employer 
who has participated in the plan, the day 
on which the member becomes totally and 
permanently disabled, and 


(ii) in any other case, the earliest of 


(A) the day on which the member attains 
60 years of age, 


(B) the day on which the member has 30 
years of early retirement eligibility service 
in relation to the provision, 


(C) the day on which the aggregate of the 
member’s age (measured in years, includ- 
ing any fraction of a year) and years of 
early retirement eligibility service in rela- 
tion to the provision is equal to 80, and 


(D) if the member was not, at any time af- 
ter 1990, connected with any employer 
who has participated in the plan, the day 
on which the member becomes totally and 
permanently disabled, 


the amount (expressed on an annualized basis) of 
lifetime retirement benefits payable to the mem- . 
ber for each calendar year does not exceed the 
amount determined for the year by the formula 


X x (1 — .0025 x Y) 
where 


X is the amount (expressed on an annualized ba- 
sis) of lifetime retirement benefits that would 
be payable to the member for the year if the 
benefits were determined without a reduction 
computed by reference to the member’s age, 
duration of service, or both, and without any 
other similar reduction, and . 


Y is the number of months in the period from 
the day on which lifetime retirement benefits 
commence to be paid to the member to the 
earliest of the days that would be determined 
under clauses (i)(A) to (C) or (ii)(A) to (C), as 
the case may be, if the member continued in 
employment with an employer who partici- 
pates in the plan, i 

and, for the purposes of this paragraph, 

(iii) “early retirement eligibility service” of a 
member in relation to a defined benefit provi- 


sion of a pension plan means one or more pe- 
riods each of which is 


(A) a period that is pensionable service of 
the member under the provision, or 


(B) a period throughout which the member 
was employed by an employer who has 
participated in the plan or by a predecessor 
employer to such an employer, and 
(iv) “years of early retirement eligibility ser- 
vice” of a member in relation to a defined 
benefit provision of a pension plan means the 
aggregate of all amounts each of which is the 
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_ duration (measured in years, including any 
fraction of a year) of a period that is early re- 
tirement eligibility service of the member in 
relation to the provision; 


(d) increased benefits for disabled mem- 
ber — where the amount of lifetime retirement 
benefits provided under the provision to a mem- 
ber depends on whether the member is physically 
or mentally impaired at the time (in this para- 
graph referred to as the “time of commence- 
ment”) at which retirement benefits under the 
provision commence to be paid to the member, 


(i) the amount of lifetime retirement benefits 
payable if the member 


(A) is not totally and permanently disabled 
at the time of commencement, or 


(B) is totally and permanently disabled at 
the time of commencement and was, at any 
time after 1990, connected with an em- 
ployer who has participated in the plan 


satisfies the limit that would be determined by 
the formula set out in paragraph (c) if the 
member were not impaired at the time of com- 
mencement, and 


(ii) the amount of lifetime retirement benefits 
payable for a particular month to.the member 
if subparagraph (i) is not applicable does not 
exceed the amount that is determined for the 
particular month by the formula 


(A+B) Ye 
PAPO 
where 


A is the amount (expressed on an annualized 
basis) of lifetime retirement benefits that 
have accrued under the provision to the 
member to the time of commencement, de- 
termined as if the member were not im- 
paired at the time of commencement and 
without any reduction computed by refer- 
ence to the member’s age, duration of ser- 
vice, or both, and without any other similar 
reduction, 


Bis, in the case of a member who attains 65 
yéars of age before the time of commence- 
ment, nil, and, otherwise, the amount, if 
any, by which the lesser of 


(A) the amount (expressed on an annu- 
alized basis) of lifetime retirement ben- 
efits that could reasonably be expected 
to have accrued to the member to the 
day on which the member would have 
attained 65 years of age if the member 
had survived to that day and continued 
in employment and if the member’s 
rate of remuneration had not increased 
after the time of commencement, and 
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(B) the amount, if any, by which the 
Year’s Maximum Pensionable Earnings 
for the calendar year that includes the 
time of commencement exceeds such 
amount as is required by the Minister to 
be determined in respect of benefits 
provided to the member under other 
benefit provisions of the plan and under 
benefit provisions of other registered 
pension plans 


exceeds the amount determined for A, and 


C_ is the greatest of all amounts each of which 
is the ratio of the Consumer Price Index 
for a month not before the month that in- 
cludes the time of commencement and not 
after the particular month, to the Consumer 
Price Index for the month that includes the 
time of commencement; 


(e) pre-1991 benefits — all benefits provided 
under the provision in respect of periods before 
1991 are acceptable to the Minister and, for the 
purposes of this condition, any benefits in respect 
of periods before 1991 that become provided af- 
ter 1988 with respect to a member who is con- 
nected with an employer who participates in the 
plan or was so connected at any time before the 
benefits become provided shall, unless the Minis- 
ter is notified in writing that the benefits are pro- 
vided with respect to the member, be deemed to 
be unacceptable to the Minister; 


(f) determination of retirement benefits — 
the amount of retirement benefits provided under 
the provision to a member is determined in such a 
manner that the member’s pension credit (as de- 
termined under Part LXXXIII) under the provi- 
sion for a calendar year with respect to an em- 
ployer is determinable at the end of the year, 


(g) benefit accrual rate — where the amount 
of lifetime retirement benefits provided under the 
provision to a member is determined, in part, by 
multiplying the member’s remuneration (or a 
function of the member’s remuneration) by an 
annual benefit accrual rate, or in a manner that is 
equivalent to such a multiplication, the benefit 
accrual rate or the equivalent benefit accrual rate, 
as the case may be, does not exceed 2 per cent; 


(h) increase in accrued benefits — where 
the amount of lifetime retirement benefits pro- 
vided to a member in respect of a calendar year 
depends on 


(i) the member’s remuneration in subsequent 
years, or 


(ii) the average wage (or other general mea- 
sure of wages and salaries) for subsequent 
years, 
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and this condition has not been waived by the 
Minister, the formula for determining the amount 
of lifetime retirement benefits is such that 


(iii) the percentage increase from year to year 
in the amount of lifetime retirement benefits 
that accrued to the member in respect of the 
year can reasonably be expected to approxi- 
mate or be less than the percentage increase 
from year to year in the member’s remunera- 
tion or in the average wage (or other general 
measure of wages and salaries), as the case 
may be, or 

(iv) the condition in subparagraph (iii) is not 
satisfied only by reason that the formula can 
reasonably be considered to have been de- 
signed taking into account the public pension 
benefits payable to members, 


and, for the purposes of this condition, where in 
determining the amount of lifetime retirement 
benefits provided under the provision .to.a mem- 
ber there is deducted an amount described in sub- 
paragraph (j)(1), it shall be assumed that the 
amount so deducted is nil; 


(i) where the amount of lifetime retirement bene- 
fits provided to a member in respect of a calendar 
year depends on the member’s remuneration in 
other years, the formula for determining the 
amount of the lifetime retirement benefits is such 
that any increase in the amount of lifetime retire- 
ment benefits that accrued to the member in re- 
spect of the year that is attributable to. increased 
remuneration is primarily attributable to an in- 
crease in the rate of the member’s remuneration; 


(j) offset benefits — where 


(i) in determining the amount of lifetime re- 
tirement benefits provided under the provision 
to a member there is deducted | 


(A) the amount of lifetime retirement ben- 
efits provided to the member under a bene- 
fit provision of a registered pension plan, 
or 


(B) the amount of a lifetime annuity that is 
provided to the member under a deferred 
profit sharing plan, and 


(ii) a single amount is paid in full or partial 
satisfaction of the member’s entitlement to 
benefits under the benefit provision referred to 
in clause (i)(A) or the deferred profit sharing 
plan referred to in clause (i)(B), 


the amount that is so deducted in determining the 
amount of the member’s lifetime retirement bene- 
fits under the defined benefit provision includes 
the amount of lifetime retirement benefits or life- 
time annuity that may reasonably be considered 
to have been forgone as a consequence of the 
payment of the single amount; 


(k) bridging benefits — cross-plan restric- 
tion — bridging benefits are not paid under the 
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provision’ to a member who receives bridging 
benefits under another defined benefit provision 
of the plan (in this paragraph referred to as the 
“particular plan’) or under a defined benefit pro- 

. vision of another registered pension plan, except 
that this condition is not applicable where it is 
waived by the Minister or where. 


(i) bridging benefits are paid to the member 
under only one defined benefit provision of 
the particular plan, 


(ii) the decision to provide bridging benefits 
under the particular plan to the member was 
not made by the member, by persons with 
whom the member does not deal at arm’s 
length or by the member and such persons, 
and 


(iii) each employer who has participated in 
any registered pension plan (other than the 
particular plan) under a defined benefit provi- 
sion of which the member receives bridging 
benefits 


(A) has not: participated in the particular 
plan, and 


(B) has always dealt at arm’s length with 
each employer who has participated in the 
particular plan, 


and, for the purposes of this paragraph, bridging 
benefits do not include benefits that are provided 
on a basis no more favourable than an actuarially 
equivalent basis in lieu of lifetime retirement 
benefits and related death benefits; and 


(1) division of benefits on marriage break- 
down — where, by reason of a provision of a 
law described in subparagraph 8501(5)(b)(ii), a 
spouse or former spouse of a member becomes 
entitled to receive all or a portion of the benefits 
that would otherwise be payable under the de- 
fined benefit provision, to the member, and para- 
graph 8501(5)(d) is lia with respect to the 
benefits, 


(i) the present value of benefits provided 
under the provision with respect to the mem- 
ber (including, for greater certainty, benefits 
provided with respect to the spouse or former 
spouse) is not increased as a consequence of 
the spouse or former spouse becoming so enti- 
tled to benefits, and 


(11) the benefits provided under the provision 
to the member are not, at any time, adjusted to 
replace, in whole or in part, the portion of the 
member’s benefits to which the spouse or for- 
mer spouse has become entitled. 


(4) Additional conditions — For the purposes of 
section 8501, the following conditions are applicable 
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in respect of each defined benefit provision of a pen- 


sion plan: 


(a) member contributions — where members 
are required or permitted to make contributions 
under the provision, 


(i) the aggregate amount of current service 
contributions to be made by a member in re- 
spect of a calendar year after 1990, no part of 
which is a period of disability or an eligible 
period of reduced pay or temporary absence 
of the member, does not exceed the lesser of 


(A) 9 per cent of the aggregate of all 
amounts each of which is the member’s 
compensation for' the year from an em- 
ployer who participates in the plan in the 
year for the benefit of the member, and 


(B) the aggregate of $1,000 and 70 per 
cent of the aggregate of all amounts each 
of which is the amount that would be the 
member’s pension credit (as determined 
under Part LXX XIII) for the year under 
the provision with respect to an employer 
if section 8302 were read without refer- 
ence to paragraphs (2)(b) and (3)(g) 
thereof, 


(ii) the method for determining current service 
contributions to be made by a member in re- 
spect of a calendar year that includes a period 
of disability or an eligible period of reduced 
pay or temporary absence of the member (re- 
ferred to in this subparagraph as a “period of 
reduced services”) is consistent with that used 
for determining contributions in respect of 
years described in subparagraph (i), except 
that the member may be permitted or required 
to make, in respect of a period of reduced ser- 
vices, Current service contributions not ex- 
ceeding the amount reasonably necessary to 
fund the member’s benefits in respect of the 
period of reduced services, and 


(iii) the aggregate amount of contributions to 
be made by a member in connection with ben- 
efits that, as a consequence of a transaction, 
event or circumstance occurring at a particular 
time, become provided under the provision in 
respect of periods before that time does not 
exceed the amount reasonably necessary to 
fund such benefits; 


(b) pre-payment of member contribu- 
tions — the contributions that are made under 
the provision by a member in respect of a calen- 
dar year are not paid before the year, 


(c) reduction in benefits and return of con- 
tributions — where the plan is not established 
by an enactment of Canada or a province, it in- 
cludes a stipulation that permits, for the purpose 


of avoiding revocation of the registration of the 

plan, . 
. (i) the plan to be amended at any time to re- 
duce the benefits provided under the provision 
with respect to a member, and 


(ii) a contribution that is made under the pro- 
vision by a member or an employer to be re- 
turned to. the person who. made. the 
contribution 


which stipulation may provide that an amend- 
ment to the plan, or a return of contributions, is 
subject to the approval of the authority adminis- 
‘tering the Pension Benefits Standards Act, 1985 
or a similar law of a province; 


(d) undue deferral of payment — each single 
amount that is payable after the death of a mem- 
ber is paid as soon as is practicable after the 
member’s death (or, in the case of a single 
amount permitted. by reason of paragraph (2)(), 
after all other benefits have been paid); 


(e) evidence of disability — where additional 
lifetime retirement benefits are provided under 
the provision to a member because the member is 
totally and permanently disabled, the additional 
benefits are not paid before the plan administrator 
has received from a medical doctor who is li- 
censed to practise under the laws of a province or 
of the place where the member resides a written 
‘report providing the information on the medical 
condition of the member taken into account by 
the administrator in determining that the member 
is totally and permanently disabled; and 


(f) where lifetime retirement benefits are pro- 
vided under the provision to a member in respect 
of a period of disability of the member, the bene- 
fits, to the extent that they would not be in accor- 
‘dance with paragraph (3)(a) if that paragraph 
were read without reference to subparagraph (iv) 
thereof, are not paid before the plan administrator 
has received from a medical doctor who is li- 
censed to practise under the laws of a province or 
of the place where the member resides a written 
report providing the information on the medical 
condition of the member taken into account by 
the administrator in determining that the period is 
a period of disability. 
History: Para. 8503(4)(c) amended by P.C. 1995-17, subsec. 11(3), 
January 11, 1995, Canada Gazette, Part II, January 25, 1995, appli- 
cable after 1988. 


Paras. 8503(4)(e) and (f) repealed and substituted by P.C. 1995-17, 
subsecs. 11(4) and (5), January 11, 1995, Canada Gazette, Part II, 
January 25, 1995. The repeal of former paras. (e) and (f) is applica- 
ble after 1988 and new paras. (e) and (f) are applicable with respect 
to benefits that commence to be paid after April 5, 1994. 


(5) Waiver of member contribution condi- 
tions — The Minister may waive the conditions in 
paragraph (4)(a) where member contributions under 
a defined benefit provision of a pension plan are de- 
termined in a manner acceptable to the Minister and 
it is reasonable to expect that, on a long-term basis, 
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the aggregate of the regular current service contribu- 
tions made under the provision by all members, will 
not exceed '/2 of the amount that is required to fund 
the aggregate benefits in respect of which those con- 
tributions are made. 


(6) Pre-retirement death benefits — A pension 
plan may provide, in the case of a member who dies 
before retirement benefits under a defined benefit 
provision of the plan commence to be paid to the 
member but after becoming eligible to have retire- 
ment. benefits commence to be paid, benefits. under 
the provision to the beneficiaries of the member 
where the benefits would be in accordance with sub- 
section (2) if retirement: benefits under the provision 
had commenced.to be paid: to the member immedi- 
ately before the member’s death. 


(7) Commutation of lifetime retirement bene- 
fits — Where a pension plan permits a member to 
receive a single amount in full or partial satisfaction 
of the member’s entitlement to lifetime retirement 
benefits under a defined benefit provision of the 
plan, the following rules apply: 


(a) the condition in subparagraph (2)(b)() that 
the payment of bridging benefits. under the provi- 
sion not commence before lifetime retirement 
benefits commence.to be paid under the provision 
to the member is not applicable where, before the 
member’s lifetime retirement benefits commence 
to be paid, a single amount 1s paid in full satisfac- 
tion of the member’s entitlement to the lifetime 
retirement benefits; and 


(b) such part of the member’s lifetime retirement 
benefits as remains payable after a single amount 
is paid in full satisfaction of the member’s entitle- 
ment to lifetime retirement’ benefits that would 
otherwise be payable after the member attains a 
particular age shall be: deemed, for the purposes 
of the conditions in this section, to be lifetime re- 
tirement benefits and not to be bridging benefits. 


(8) Suspension or cessation of pension — A 
pension plan may provide for 


(a) the suspension of payment of a member’s re- 
tirement benefits under a defined benefit provi- 
sion of the plan where 


(i) the retirement benefits payable to the mem- 
ber after the suspension are not altered by rea- 
son of the suspension, or 


(ii) subsection (9) is applicable in respect of 
the member’s retirement benefits; and 


(b) the cessation of payment of any additional 
benefits that are payable to a member under a de- 
fined benefit provision of the plan because of a 
physical or mental impairment of the member or 

. the termination of the member’s. employment 
under a downsizing program (within the meaning 
assigned by subsection 8505(1)). 
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History: Para. 8503(8)(b) amended by P.C. 1995-17, subsec..11(6), 
January 11, 1995, Canada Gazette, Part U1, January 25, 1995, appli- 
cable after 1988. 


(9) Re-employed member — Subject to subsec- 


tion (10), where a pension plan provides, in the case 


of a member who becomes an employee of a partici- 
pating employer after the member’s retirement bene- 
fits under a defined benefit provision of the plan 
have commenced to be paid, that 


(a) payment of the member’s retirement benefits 
under the provision is suspended while the mem- 
ber is employed by a participating employer, and 
(b) the amount of retirement benefits payable to 
the member after the suspension is redetermined 


(i) to include benefits in respect of all or any 
part of the period throughout which payment 
of the member’s benefits was suspended, 


(i.1) where the retirement benefits payable 
under the provision to the member after the 
suspension are not adjusted by any cost-of-liv- 
ing or similar adjustments in respect of the pe- 
riod throughout which payment of the mem- 
ber’s benefits was suspended, to take into 
account the member’s remuneration from the - 
employer for the period throughout which 
payment of the benefits was suspended, 


(ii) where the member was totally and perma- 
nently disabled at the time the member’s re- 
tirement benefits commenced to be paid, to in- 
clude benefits in respect of all or a part of the 
period of disability of the member, 


(ili) where the amount of the member’s retire- 
ment benefits was previously determined with 
a reduction computed by reference to the 
member’s age, duration of service, or both, or 
with any other similar reduction, by redeter- 
mining the amount of the reduction, or 


(iv) where payment of the member’s retire- 
ment benefits resumes after the member at- 
tains 65 years of age, by applying an adjust- 
ment for the purpose of compensating, in 
whole or in part, for the payments forgone by 
the member after attaining 65 years of age, 


the following rules apply: 
(c) the condition in paragraph (3)(b) is not appli- 
cable in respect of benefits provided under the 
provision to the member in respect of a period 


throughout which payment of the member’s ben- 
efits is suspended, ) 


(d) where the member was totally and perma- 
nently disabled at the time the member’s retire- 
ment benefits commenced to be paid, the condi- 
tion in paragraph (3)(b) is not applicable in 
respect of benefits provided under the provision 
to the. member in respect of a period. of disability 
of the member, 


(e) the conditions in paragraphs (2)(b) and (3)(c) 
and (d) and section 8504 are applicable in.respect 
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of benefits payable under the provision to the 
member after a suspension of the member’s re- 
tirement benefits as if the member’s retirement 
benefits. had snot: previously commenced to be 
paid, and 


(f) for the purpose of paragraph 8502(c) as it ap- 
plies in respect of benefits provided under the 
provision on the death of the member during or 
after a period throughout which payment of the 
member’s benefits is suspended, subsections (2) 
and (6) are applicable as if the member’s retire- 
ment benefits had not commenced to be paid 
before the period. | 

History: Subpara. 8503(9)(b)(i.1) added by P.C. 1995-17, subsec. 

11(7), January 11, 1995, Canada Gazette, Part I, January 25, 1995, 

applicable after 1988. 


(10) Re-employed member — special rules 
not applicable — Subsection (9) does not apply in 
respect of benefits provided under a defined benefit 
provision of a pension plan to a member unless the 
terms of the plan that provide for the redetermination 


of the amount of the member’s retirement benefits | 


do not apply where retirement benefits have, at any 
time, been paid under the provision to the member 
while the member was an employee of a participat- 
ing employer. 


(11) Re-employed member — anti-avoid- 
ance — Where a member of a registered pension 
plan has become an employee of a participating em- 
ployer after the member’s retirement benefits under 
a defined benefit provision of the plan have com- 
menced to be paid and it is reasonable to consider 
that one of the main reasons for the employment of 
the member is to enable the member to benefit from 
terms of the plan that provide for a redetermination 
of the amount of the member’s retirement benefits 
provided in respect of a period before the benefits 
commenced’to be paid, the plan becomes a revocable 
plan at the time the payment of the member’s bene- 
fits resumes. 


(12). Limits dependent on Consumer Price In- 
dex — Benefits provided under a defined benefit 
provision of a pension plan that are benefits to which 
a condition in any of subparagraphs (2)(b)(ii) and 
(e)(v) and (vi) and (3)(d)(ii) is applicable shall be 
deemed to comply with the condition where they 
would so comply if the Consumer Price Index ratio 
computed as part of the formula that applies for the 
purpose of the condition were replaced by a substan- 
tially similar measure of the change in the Consumer 
Price Index. 


(13) Statutory plans — special rules — Not- 
withstanding subsection (3), 


(a) for the purposes of the condition in paragraph 
(3)(b) as it applies in respect of benefits provided 
under the pension plan established by the Public 
Service Superannuation Act, the reference to 
“any other registered pension plan” in subpara- 
graph (3)(b)(ii) does not include the pension 
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plans established by the Canadian Forces Super- 
“annuation Act and the Royal Canadian Mounted 

Police Superannuation Act; and) 

(b) the condition in paragraph (3)(c) does not ap- 

ply in respect of benefits provided under the pen- 

sion plan established by the Canadian Forces Su- 

perannuation Act. 


(14) Artificially reduced pension adjust- 
ment — Where 


(a) the amount of lifetime retirement benefits pro- 
vided under a defined benefit provision of a reg- 
istered pension plan to a member depends on the 
member’s remuneration, 


_ (b) remuneration (in this subsection referred to as 
“excluded remuneration”) of certain types is dis- 
regarded for the purpose of. determining the 
amount of the member’s lifetime retirement bene- 
fits, and | 
(c) it can reasonably be considered that one of the 
main reasons that remuneration in the form of ex- 
cluded remuneration was paid to the member by 
an employer at any time was to artificially reduce 
a pension credit of the member under the provi- 
sion with respect to the employer, 


the following rules apply for the purposes of the con- 
ditions in subsection 8504(1): 


(d) the member shall be deemed to have been 
connected with the employer while the member 
was employed by the employer, and 

(e) the member shall be deemed not to have re- 
ceived such remuneration as is excluded 
remuneration. | 


(15) Past service employer contributions — 
Where 


(a) a contribution that is made by an employer to 
a registered pension plan is made, in whole or in 
part, in respect of benefits (in this subsection re- 
ferred to as “past service benefits”) provided 
under the plan to a member in respect of a period 
before 1990 and before the calendar year in 
which the contribution is made, 


(b) the contribution is made 
(i) after December 10, 1989, or 


(ii) before December 10, 1989 where the con- 
tribution has not, before that date, been ap- 
proved by the Minister under paragraph 
20(1)(s) of the Act, and 


(c) it is reasonable to consider that all or substan- 
tially all of such portion of the contribution as is 
in respect of past service benefits was paid by the 
employer, with the consent of the member, in lieu 
of a payment or other benefit to which the mem- 
ber would otherwise be entitled, 


the plan becomes, for the purposes of paragraph 
147.1(11)(c) of the Act, a revocable plan on the later 
of December 11; 1989 and the day immediately 
before the day on which the contribution is made. 


2441 


Reg. 
S. 8504(1) 


8504. Maximum __ benefits — (1) 
retirement benefits — For the purposes of sub- 
paragraph 8502(c)(i), the following conditions are 
applicable in respect of the lifetime retirement bene- 
fits provided to a member under a defined benefit 
provision of a pension plan: 
(a) the amount (expressed on an annualized basis) 
of lifetime retirement benefits. payable to the 
member for the calendar year (in this paragraph 
referred to as the “year of commencement”) in 
which the lifetime retirement benefits commence 
to be paid does not exceed the aggregate of 


(i) the aggregate of all amounts each of which 
is, in respect of a calendar year after 1990 (in 
this paragraph referred to as a “specified 
year’) in which the member was, at any time, 
connected with an employer who participated 
in the plan in the year for the benefit of the 
member, the lesser of 


(A) the amount determined by the formula 


B 
OZ SOAAxIE= 
Cc 


where 


A. is the aggregate of all amounts each of 
which is the member’s compensation 
for the specified year from an employer 
who participated under the provision in 
the year for the benefit of the member, 


B is the greatest of all amounts each of 
which is the average wage for a calen- 
dar year not before the specified year 
and not after the year of commence- 

- ment, and 


C is the average wage for the specified 
year, and 


(B) the amount determined by the formula 


DxE 
where 


D is the defined benefit limit for the year 
of commencement, and 


Eis the fraction of the specified year that 
is pensionable service of the member 
under the provision, and 


(ii) the amount determined by the formula 


Fx G 
where 
Fis the lesser of 


(A) 2 per cent of the member’s highest 
average compensation (computed under 
subsection (2)) for the purpose of the 
provision, indexed to the year of com- 
mencement, and 


(B) the defined benefit limit for the 
year of commencement, and; 


Lifetime | 
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G is the aggregate of all amounts each of 
which is the duration (measured in years, 
including any fraction of a year) of a pe- 
riod that is pensionable service. of the 
member under the provision and no part of 
which is in a specified year; and 


(b) the amount of lifetime retirement benefits 
payable to the member for a particular calendar 
year after the year in which the lifetime retire- 
ment benefits commence to be paid does not ex- 
ceed the product of 


(i) the aggregate of the amounts determined 
under subparagraphs (a)(i) and (ii), and 


(ii) the greatest of all amounts each of which 
is the ratio of 


(A) the average Consumer Price Index for 
a calendar year not earlier than the calen- 
dar year in which the lifetime retirement 
benefits commence to be paid and not later 
than the particular year 


to 


(B) the average Consumer Price Index for 
the calendar year in which the lifetime re- 
tirement benefits commence to be paid. 


(2) Highest average compensation — For the 
purposes of subsection (1) and paragraph 8505(3)(d), 
the highest average compensation of a member of a 
pension plan for the purpose of a defined benefit 
provision of the plan, indexed to the calendar year 
(in this subsection referred to as, the “year of com- 
mencement’’) in which the member’s retirement ben- 
efits under the provision commence to be paid, is, 


(a) in the case of a member who has been em- 
ployed for 3 non-overlapping periods of 12 con- 
secutive months each by employers who partici- 
pated under the provision for the benefit of the 
member, 1/3 of the greatest of all amounts each of 
which is the aggregate of the member’s total in- 
dexed compensation for the purpose of the provi- 
sion for each of the 36 months in 3 such periods 
throughout which the member was so employed, 
and io ve 


(b) in any other case, the amount determined. by 
the formula 


H 
iz 
I 


where 


H_ is the aggregate of all amounts each of which 
is the member’s total indexed compensation 
for the purpose of the provision for a month 
throughout which the member was employed 
by an employer who participated under the 
provision for the benefit of the member, and 


I is the number of months for which total in- 
dexed compensation is included in the amount 
determined for H, fre 
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and, for the purposes of this subsection, the mem- 
ber’s total indexed compensation for a month for the 
purpose of the provision is the amount determined 
by the formula 


K 
i. 
a B 


where 


J is the aggregate of all amounts each of which is 
such portion of the member’s compensation for 
the calendar year (in this subsection referred to as 
the “‘compensation year’’) that includes the month 
from an employer who participated under the 
provision for the benefit of the member as may 
reasonably be considered to have been received 
‘in the month or to otherwise relate to the month, 


K. is the greatest of all amounts each of which is the 
average wage for a calendar year not before the 
later of the compensation year and 1986 and not 
after the year of commencement, and 


L. is the average wage for the later of the compensa- 
tion year and 1986. 


(3) Alternative compensation rules — Lifetime 
retirement benefits provided to a member under a de- 
fined benefit provision of a pension plan shall be 
deemed to comply with the conditions in subsection 
(1) where they would so comply if either or both of 
the following rules were applicable: 


(a) determine, for the purpose of subsection (2), 
“the member’s compensation from an employer 
for a calendar year by adding to the compensation 

- otherwise determined such portion of the amount 
of each bonus and retroactive increase in remu- 
neration paid by the employer to the member af- 
ter the year as may reasonably be considered to 
bein respect of the year and by deducting there- 
from such portion of the amount of each bonus 
and retroactive increase in remuneration paid by 
the employer to the member in the year as may 
reasonably be considered to be in respect of a 
preceding year; and 


(b) determine, for the purpose of computing the 
amount J in subsection (2), the portion of the 
member’s compensation from an employer for a 
calendar year that may reasonably be considered 
to relate to a month in the year by apportioning 
the compensation uniformly over the period in 
the year in respect of which it was paid. 


(4) Part-time employees — Where the pensiona- 
ble service of a member under a defined benefit pro- 
vision of a pension plan includes a period throughout 
which the member rendered services on a part-time 
basis to an employer who participates in the plan, the 
lifetime retirement benefits provided under the pro- 
vision to the member shall be deemed to comply 
with the conditions in’ subsection (1) where they 
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would so comply or be deemed by subsection (3) to 
so comply if 
(a) for the purpose of determining the amount J in 
subsection (2), the member’s compensation from 
an employer for a calendar year in which the 
member rendered services on a part-time basis to 
the employer were the amount that it is reasona- 
ble to expect would have been the member’s 
compensation for the year from the employer if 
the. member had rendered services to the em- 
ployer on a full-time basis throughout the period 
or periods in the year throughout which the mem- 
ber rendered services to the employer, and 


(b) in determining the amount G in subparagraph 
(1)(a)(ii), the duration of each period were multi- 
plied by a fraction (not greater than |) that mea- 
sures the services rendered by the member 
throughout the period to employers who partici- 
pate in the plan as a proportion of the services 
that would have been rendered by the member 
throughout the period to such employers had the 
member rendered services on a full-time basis, 


and, for the purposes of this subsection, 


(c) where a member of a pension plan has ren- 
dered services throughout a period to 2 or more 
employers who participate in the plan, the em- 
ployers shall be deemed to be, throughout the pe- 
riod; the same employer, and 


(d) where a period is 


(i) an eligible period of reduced pay or tempo- 
rary absence of a member of a pension plan 
with respect to an employer, or 


(ii) a period of disability of the member, 
the member shall be deemed to have 


(iii) rendered services throughout the period 
on a regular basis (having regard to the ser- 
vices rendered by the employee before the pe- 
riod) to the employer or employers by whom 
the member was employed before the period, 
and 


(iv) received remuneration throughout the pe- 
riod at a rate commensurate with the mem- 
ber’s rate of remuneration before the period. 


(5) Retirement benefits before age 65 — For 
the purposes of subparagraph 8502(c)(i), the follow- 
ing conditions are applicable in respect of retirement 
benefits payable under a defined benefit provision of 
a pension plan to a member of the plan for the period 
(in this subsection referred to as the “bridging pe- 
riod”) from the time the benefits commence to be 
paid to the time the member attains 65 years of age: 


(a) the amount (expressed on an annualized basis) 
of retirement benefits payable to the member for 
that part of the bridging period that is in the cal- 
endar year in which the benefits commence to be 
paid does not exceed the amount determined by 
the formula 
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(A x B) + (0.25 x C x =) 


where 


A is the defined benefit limit for the calendar 
year in which the benefits commence to be 
paid, 


B is the aggregate of all amounts each of which 
is the duration (measured in years, including 
any fraction of a year) of a period that is pen- 
sionable service of the member under the 
provision, 


C is the average of the Year’s Maximum Pen- 
sionable Earnings for the year in which the 
benefits commence to be paid and for each of 
the 2 immediately preceding years, and 


D is the lesser of 35 and the amount determined 
for B; and 


(b) the amount of retirement benefits (expressed 
on an annualized basis) payable to the member 
for that part of the bridging period that is in a par- 
ticular calendar year after the year in which the 
retirement benefits commence to be paid does not 
exceed the product of 


(i) the amount determined by the formula set 
out in paragraph (a), and 


(ii) the greatest of all amounts each of which 
is the ratio of 


(A) the average Consumer Price Index for 
a calendar year not earlier than the calen- 
dar year in which the retirement benefits 
commence to be paid and not later than the 
particular year 


to 


(B) the average Consumer Price Index for 
the calendar year in which the retirement 
benefits commence to be paid. 


(6) Pre-1990 benefits — For the purposes of sub- 
paragraph 8502(c)(i1), and subject to subsection (7), 
the lifetime retirement benefits provided under a de- 
fined benefit provision of a pension plan to a mem- 
ber of the plan in respect of pensionable service in a 
particular calendar year before 1990 (in this subsec- 
tion referred to as the “benefit year”) are subject to 
the condition that 


(a) the amount (expressed on an annualized basis) 
of such lifetime retirement benefits payable to the 
member for a particular calendar year (in this 
subsection referred to as the “payment year’) 


does not exceed 


(b) the amount determined by the formula 


Income Tax Regulations 


2 he Do 
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where 


A is the greater of $1,725 and the defined bene- 
fit limit for the year in which the benefits 
commence to be paid, 


Bis the aggregate of all amounts each of which 
is the duration (measured as a fraction of a 
year) of a period in the benefit year that is 
pensionable service of the member under the 
provision, and 


C is the greatest of all amounts each of which is 
the ratio of 


(i) the average Consumer Price Index for a 
calendar year not earlier than the calendar 
year in which the lifetime retirement bene- 
fits commence to be paid and not later than 
the payment year 


to 


(ii) the average Consumer Price Index for 
the calendar year in which the lifetime re- 
tirement benefits commence to be paid. 


(7) Limit not applicable — The condition in sub- 
section (6) is not applicable with respect to lifetime 
retirement benefits provided to an individual in re- 
spect of periods of pensionable service in a particular 
calendar year if 


(a) at any time before June 8, 1990, a period in 
the particular year was pensionable service of the 
individual under a defined benefit provision of a 
registered pension plan; 

(b) on June 7, 1990, the individual was entitled, 
pursuant to an arrangement in writing, to be pro- 
vided with lifetime retirement benefits under a 
defined benefit provision of a registered pension 
plan in respect of a period in the particular year, 
whether or not the individual’s entitlement was 
conditional upon the individual making contribu- 
tions under the provision; 


(c) at the commencement of the particular year, a 
period in a preceding year was pensionable ser- 
vice of the individual under a defined benefit pro- 
vision of a registered pension plan, and the indi- 
vidual did not, by reason of disability or leave of 
absence, render services in the particular year to 
an employer who participated in the plan with re- 
spect to the individual; 


(d) contributions were made before June 8, 1990 
by or on behalf of the individual under a money 
purchase provision of a registered pension plan in 
respect of the year; or 


(e) contributions were made in the year by or on 
behalf of the individual to a deferred profit shar- 
ing plan. 


(8) Cross-plan restrictions — Where an individ- 
ual is provided with benefits under more than one 
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defined benefit provision, the determination of 
whether the benefits provided to the individual under 
a particular defined benefit provision comply with 
the conditions in subsections (5) and (6) shall be 
made on the assumption that benefits provided to the 
individual under each other defined benefit provision 
(other than a provision that is not included in a regis- 
tered pension plan) associated with the particular 
provision were provided under: the particular 
provision. Us| 


(9) Associated defined benefit provisions — 
For the purposes of subsection (8), a defined benefit 
provision is associated with a particular defined ben- 
efit provision if 

(a) the provisions are in the same pension plan, or 


(b) the provisions are in separate pension plans 
and ) 


(i) there is an employer who participates in 
both plans, : 


(ii) an employer who participates in one of th 
plans does not deal at arm’s length with an 
employer who participates in the other plan, 
or 


(iii) there is an individual who is provided 
with benefits under both provisions and the 
individual, or a person with whom the individ- 
ual does not deal at arm’s length, has the 
power to determine the benefits that are pro- 
vided under the particular provision, 


unless it is unreasonable to expect the benefits under 
the particular provision to be coordinated with the 
benefits under the other provision and the Minister 
has agreed not to treat the other provision as being 
associated with the particular provision. 


(10) Excluded benefits — For the purpose of de- 
termining whether lifetime retirement benefits pro- 
vided under a defined benefit provision of a pension 
plan comply with the conditions in subsection (1), 
the following benefits shall be disregarded: 


(a) additional lifetime retirement benefits payable 
to a member because the member is totally and 
permanently disabled at the time the member’s 
retirement benefits commence to be paid; and 


(b) additional lifetime retirement benefits payable 
to a member whose retirement benefits com- 
mence to be paid after the member attains 65 
years of age, where the additional benefits result 
from an adjustment that is made to offset, in 
whole or in part, the decrease in the value of life- 
time retirement benefits that would otherwise re- 
sult by reason of the deferral of such benefits af- 
ter the member attains 65 years of age and the 
adjustment is not more favourable than such an 
adjustment made on an actuarially equivalent 
basis. 


(11) For the purpose of determining whether retire- 
ment benefits provided under a defined benefit pro- 
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vision of a pension plan comply with the conditions 
in subsection (5), the following benefits shall be dis- 
regarded: . 


- (a) additional lifetime retirement benefits de- 
scribed in paragraph (10)(a); and 


(b) bridging benefits payable at the election of a 

member, where the benefits are provided on a ba- 
sis that is not more favourable than an actuarially 
equivalent basis in lieu of a proportion of the life- 
time retirement benefits that would otherwise be 
payable under the provision to the member and 
any benefits related thereto payable after the 
death of the member. ~ 


(12) For the purpose of determining whether lifetime 
retirement benefits provided under a defined benefit 
provision of a pension plan comply with the condi- 
tion in subsection (6), additional lifetime retirement 
benefits that are described in paragraph (10)(b) shall 
be disregarded. 


(13) Alternative CPI indexing — The lifetime re- 
tirement benefits provided to a member under a de- 
fined benefit provision of a pension plan shall be 
deemed to comply with the condition in’ paragraph 
(1)(b) where they: would so comply, or would be 
deemed by subsection (3) or (4) to'so. comply, if the 
ratio that is determined under subparagraph (1)(b)(ii) 
were replaced by a substantially similar measure of 
the change in the Consumer Price Index. 


(14) The retirement benefits provided to a member 
under a defined benefit provision of a pension plan 
shall be deemed to comply with the condition. in par- 
agraph (5)(b) where they would so comply if the, ra- 
tio that is determined under subparagraph (5)(b)(i) 
were replaced by a substantially similar measure of 
the change in the Consumer Price Index. 


(15) The lifetime retirement benefits provided to a 
member under a defined benefit provision of a pen- 
sion plan shall be deemed to comply with the condi- 
tion in subsection (6) where they would so comply if 
the amount C in the formula set out in paragraph 
(6)(b) were replaced by a substantially similar mea- 
sure of the change in the Consumer Price Index. 


8505. Additional benefits on downsizing — (1) 
Downsizing program. — For. the, purposes of this 
section, “downsizing program” means the actions 
that are taken by an employer to bring about a reduc- 
tion in the employer’s workforce, including 


(a) the termination of the employment of employ- 
ees; and 


(b) the payment of amounts and the provision of 
special benefits to employees who elect to or are 
required to terminate their employment. 


(2) Applicability of downsizing rules — For the 
purposes of this section, 


(a) a downsizing program is an approved down- 
sizing program if the Minister has, approved in 
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writing the application of this section in respect 
of the program; 


(b) subject to subsection (2.1), an individual is a 
qualifying individual in relation to an approved 
downsizing program if 


(i) the employment of the individual is termi- 
nated while the downsizing program is in 
effect, — 


(ii) the individual was not, at any time before 
the termination of employment, connected 
with the employer from whom the individual 
terminated employment, and 


(iii) the Minister has approved in writing the 
application of this section to the individual; 
and 


(c) the specified day is, in respect of an approved 
downsizing program, 


(i) the day that is designated by the Minister 
in writing for the purpose of subparagraph 
(3)(c)(i1), and 


(ii) if no such day has been designated, the 

day that is 2 years after the day on which the 

Minister approves the application of this sec- 

tion in respect of the downsizing program. 
History: The portion of para. 8505(2)(b) before subpara. (i) 
amended by P.C. 1995-17, subsec. 12(1), January 11, 1995, Canada 
Gazette, Part II, January 25, 1995, applicable with respect to an in- 
dividual whose employment is terminated after February 14, 1992, 
other than an individual who, on or before that date, 


(a) was notified that the individual’s employment would be ter- 
minated after that date; or 


(b) elected to terminate employment after that date. 


(2.1) Qualifying individual — exclusion — An 
individual whose employment is terminated under an 
approved downsizing program is not a qualifying in- 
dividual in relation to the program if, at the time the 
individual’s employment is terminated, it is reasona- 
ble to expect that 


(a) the individual will become employed by, or 
provide services to, 


(i) a person or body of persons from whom 
the individual terminated employment under 
the downsizing program, or 


(ii) a person or body of persons that does not 
deal at arm’s length with a person or body of 
persons referred to in subparagraph (i), or 


(b) a corporation with which the individual is 
connected will provide services to a person or 
body of persons referred to in paragraph (a) and 
the individual will be directly involved in the pro- 
vision of the services, 


except that this subsection does not apply with re- 
spect to an individual where 


(c) it is reasonable to expect that 


(i) the individual will not be employed or pro- 
vide services, or 
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(i1) if paragraph (b) is applicable, the corpora- 
tion will not provide services, 


for a period exceeding 12 months, and 


(d) the Minister has waived the application of this 
subsection with respect to the dividual. 
History: Subsec. 8505(2.1) added by P.C. 1995-17, subsec. 12(2), 
January 11, 1995, Canada Gazette, Part I, January 25, 1995, appli- 
cable with respect to an individual whose employment is terminated 
after February 14, 1992, other than an individual who, on or before 
that date, 


(a) was notified that the individual’s employment would be ter- 
minated after that date; or 


(b) elected to terminate employment after that date. 


(3) Additional lifetime retirement benefits — 
Lifetime retirement benefits (in this section referred 
to as “special retirement benefits”) that do not com- 
ply with the condition in paragraph 8503(3)(a) may 
be provided under a defined benefit provision of a 
pension plan to a member of the plan who terminates 
employment after attaining 55 years of age where the 
following conditions are satisfied: 


(a) the special retirement benefits are provided 
pursuant to an approved downsizing program; 


(b) the member is a qualifying individual in rela- 
tion to the downsizing program; 


(c) under the terms of the provision, 


(i) retirement benefits will not commence to 
be paid to the member until the member 
ceases to be employed by all employers who 
participate in the plan, and 


(ii) retirement benefits will commence to be 
paid to the member no later than on the speci- 
fied day; 


(d) the amount (expressed on an annualized ba- 
sis) .of special retirement benefits payable to the 
member for a particular calendar year does not 
exceed the amount that is determined by the 
formula , 


ACSUB CeO 
where 
A is the lesser of 


(i) 2 per cent of the member’s highest av- 
erage compensation (computed under sub- 
section 8504(2)) for the purpose of the 
provision, indexed to the calendar year (in 
this paragraph referred to as the “year of 
commencement’) in which retirement ben- 
efits commence to be paid under the provi- 
sion to the member, and 


(11) the defined benefit limit for the year of 
commencement, 


B_ is the lesser of 7 and the amount, if any, by 
which 65 exceeds the member’s age (ex- 
pressed in years, including any fraction of a 
year) at termination of employment, and 
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C is the greatest of all amounts each of which is 
the ratio of 


(i) the average Consumer Price Index for a 
calendar year not earlier than the year of 
commencement and not later than the par- 
ticular year 


to 


(ii) the average Consumer Price Index for 
the year of commencement; 


(e) [Repealed] 
(f) the plan 


(i) does not permit the commutation of retire- 
ment benefits payable to the member, or 


(ii) permits the commutation of retirement 
benefits payable to the member only if the life 
expectancy of the member is significantly 
shorter than normal; and 


(g) lifetime retirement benefits that are permissi- 
ble only by reason of this subsection are not pro- 
vided to the member under any other defined 
benefit provision, unless this condition has been 
waived by the Minister. 

History: Para. 8505(3)(e) repealed by P.C. 1995-17, subsec. 12(3), 


January 11, 1995, Canada Gazette, Part II, January 25, 1995, appli- 
cable after 1988. 


(3.1) Re-employed members — Where 


(a) a member of a pension plan becomes an em- 
ployee of a participating employer after lifetime 
retirement benefits that are permissible only by 
reason of subsection (3) have commenced to be 
paid under a‘defined benefit provision of the plan 
to the member, and 


(b) payment of the member’s retirement benefits 
under the provision is suspended while the mem- 
ber is so employed, 


the condition in paragraph (3)(d) is applicable in re- 
spect of benefits payable under the provision to the 
member after the suspension as if 


(c) the member had not become so employed, and 


(d) payment of the member’s retirement benefits 
had not been suspended. 
History: Subsec. 8505(3.1) added by P.C. 1995-17, subsec. 12(4), 
January 11, 1995, Canada Gazette, Part Il, January 25, 1995, appli- 
cable after 1988. 


(4) Early retirement reduction — Where a mem- 
ber of a pension plan is a qualifying individual in re- 
lation to an approved downsizing program, the terms 
of a defined benefit provision of the plan that deter- 
mine the amount by which the member’s lifetime re- 
tirement benefits under the provision are reduced be- 
cause of the early commencement of the benefits 
may, under the downsizing program, be modified in 
such a way that the benefits do not comply with the 
condition in paragraph 8503(3)(c) but would so com- 
ply if the member’s benefits were provided in re- 
spect of employment in a public safety occupation. 
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History: Subsec. 8505(4) amended by P.C. 1995-17, subsec. 12(5), 
January 11, 1995, Canada Gazette, Part II, January 25, 1995, appli- 
cable after 1988. 


(5) Exception for future benefits — Subsection 
(4) does not apply with respect to benefits that are 


_ provided to an individual in respect of a period that 


is after the day on which the individual’s employ- 
ment was terminated under an approved downsizing 
program. 

History: Subsec. 8505(5) amended by P.C. 1995-17, subsec. 12(5), 


January 11, 1995, Canada Gazette, Part II, January 25, 1995, appli- 
cable after 1988. 


(6) Alternative CPI indexing — Special retire- 
ment benefits provided to a member under a defined 
benefit provision of a pension plan shall be deemed 
to comply with the condition in paragraph (3)(d) 
where they would so comply if the amount C in that 
paragraph were replaced by a substantially similar 
measure of the change in the Consumer Price Index. 


(7) Exclusion from maximum pension 
rules — For the purpose of determining whether re- 
tirement benefits provided under a defined benefit 
provision of a pension plan comply with the condi- 
tions in subsections 8504(1) and (5), lifetime retire- 
ment benefits that are permissible only by reason of 
subsection (3) shall be disregarded. 


(8) Exemption from past service contribution 
rule — Subsection 8503(15) does not apply in re- 
spect of a contribution that is made in respect of ben- 
efits provided to a qualifying individual pursuant to 
an approved downsizing program. 


8506. Money purchase provisions — (1) 
Permissible benefits — For the purposes of para- 
graph 8502(c), the following benefits may, subject to 
the conditions specified in respect of each benefit, be 
provided under a money purchase provision of a 
pension plan: 
(a) lifetime retirement benefits — lifetime 
retirement benefits provided to a member where 
the benefits are payable in equal periodic 
amounts or are not so payable only by reason that 


(i) the benefits payable to a member after the 
death of the member’s spouse are less than the 
benefits that would be payable to the member 
were the member’s spouse alive, or 


(ii) the benefits are adjusted, after they com- 
mence to be paid, where 


(A) in the case of retirement benefits pro- 
vided in accordance with subparagraph 
(2)(g)(i), the adjustments would be in ac- 
cordance with any of subparagraphs 
146(3)(b)(iii) to (v) of the Act if the annu- 
ity by means of which the lifetime retire- 
ment benefits are provided were an annuity 
under a retirement savings plan, and 


(B) in any other case, the adjustments are 
acceptable to the Minister and are similar 
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in nature to the adjustments permissible 
under clause (A); . 


(b) bridging benefits — bridging benefits pro- 
vided to a member where the bridging benefits 
are payable for a period ending no later than the 
end of the month following the month in which 
’ the member attains 65 years of age; | 


(c) guarantee period — retirement benefits (in 
this paragraph referred to as “continued retire- 
ment benefits”) provided to one or more benefi- 
ciaries of a member who dies after retirement 
benefits under the provision commence to be paid 
to the member where 


(i) the continued retirement benefits are paya- 
ble for a period beginning after the death of 
the member and ending no later than 15 years 
after the day on which retirement. benefits 
commence to be paid under the provision to 
the member, and 


(ii) the aggregate amount of continued retire- 
ment benefits payable under the provision for 
each month does not exceed the amount of re- 
tirement benefits that would have been paya- 
ble under the provision for the month to the 
member if the member were alive; 


(d) post-retirement surviving spouse ben- 
efits — retirement benefits (in this paragraph re- 
ferred to as “survivor retirement benefits’’) pro- 
vided to a beneficiary of a member who dies after 
retirement benefits under the provision com- 
mence to be paid to the member where 


(i) the beneficiary is a spouse or former 
spouse of the member at the time the mem- 
ber’s retirement benefits commence to be 
paid, 


(ii) the survivor retirement benefits are paya- 
ble for a period beginning after the death of 
the member and ending with the death of the 
beneficiary, and 


(iii) the aggregate amount of survivor retire- 
ment benefits and other retirement benefits 
payable under the provision for each month to 
beneficiaries of the member does not exceed 
the amount of retirement benefits that would 
have been payable under the provision for the 
month to the member if the member were 
alive; 


(e) pre-retirement surviving spouse bene- 
fits — retirement benefits provided to a benefici- 
ary of a member who dies before retirement ben- 
efits under the provision commence to be paid to 
the member, and benefits provided to other indi- 
viduals after the death of the beneficiary, where 


(i) the beneficiary is a spouse or former 
spouse of the member at the time of the mem- 
ber’s death, 
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(ii) the benefits would be. permissible under 
paragraphs (a) to (c) if the beneficiary were a 
member of the plan, and 

(iii) the retirement benefits are payable to the 
beneficiary beginning no later than on the 
later of one year after the day of death of the 
member and the end of the calendar year in 
which the beneficiary attains 71 years of age; 


AS as ragrar (02: 


(f) payment from account — the payment 
with respect to a member of a single amount from 
the member’s account under the provision; 


(g) lump-sum payments on death before 


retirement — the payment of one or more sin- 


gle amounts to one or more beneficiaries of a 
member who dies before retirement benefits 
under the provision commence to be paid to the 
member; 


(h) commutation of benefits — the payment 
with respect to a member of a single amount in 
full or partial satisfaction of the member’s entitle- 
ment to other benefits under the provision, where 
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the single amount does not exceed the present 
value (at the time the single amount is paid) of 
the other benefits that, as a consequence of the 
payment, cease to be provided; and 


(i) the payment, with respect to an individual af- 
ter the death of a member, of a single amount in 
full or partial satisfaction of the individual’s enti- 
tlement to other benefits under the provision, 
where the individual is a beneficiary of the mem- 

* ber and the single amount does not exceed the 
present value (at the time the single amount is 
paid) of the other benefits that, as a consequence 
of the payment, cease to be provided. 


(2) Additional conditions — For the purposes of 
section 8501, the following conditions are applicable 
with respect to each money purchase provision of a 
pension plan: 


(a) employer contributions acceptable to 
minister — the amount of contributions that are 
to be made under the provision by each employer 
who participates in the plan is determined in a 
manner acceptable to the Minister; 


(b) employer contributions with respect to 
particular members — each contribution that 
is made under the provision by an employer con- 
sists only of amounts each of which is an amount 
that is paid by the employer with respect to a par- 
ticular member; 


(b.1) allocation of employer contribu- 
tions — each contribution that is made under the 
provision by an employer is allocated to the 
member with respect to whom it is made; 


(c) employer contributions not permit- 
ted — contributions are not made under the pro- 
vision by an employer, and property is not trans- 
ferred to the provision in respect of the actuarial 
surplus under a defined benefit provision of the 
plan or another registered pension plan, 


(i) at a time when there is a surplus under the 
provision, or 


(ii) at a time after 1991 when an amount that 
became a forfeited amount under the provi- 
sion before 1990, or any earnings of the plan 
that are reasonably attributable to that amount, 
is being held in respect of the provision and 
has not been reallocated to members of the 
plan; 
(d) return of contributions — where the plan 
is not established by an enactment of Canada or a 
province, it includes a stipulation that permits, for 
the purpose of avoiding revocation of the regis- 
tration of the plan, a contribution made under the 
provision by a member or by an employer to be 
returned to the person who made the contribution, 
which stipulation may provide that a return of 
contributions is subject to the approval of the au- 
thority administering the Pension Benefits Stan- 
dards Act, 1985 or a similar law of a province; 
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(e) allocation of earnings — the earnings of 
the plan, to the extent that they relate to the pro- 
vision and are not reasonably attributable to for- 
feited amounts or a surplus under the provision, 
are allocated to plan members on a reasonable ba- 
sis and no less frequently than annually; 


(f) payment or reallocation of forfeited 
amounts — each forfeited amount under the 
provision (other than an amount forfeited before 
1990) and all earnings of the plan that are reason- 
ably attributable to the forfeited amount are 


_ (i) paid. to participating employers, 
(ii) reallocated to members of the plan, or 


(iii) paid as or on-account of administrative, 
investment or similar expenses incurred in 
connection with the plan 


on or before December 31 of the year immedi- 
ately following the calendar year in which the 
amount is forfeited, or such later time as is per- 
mitted by the Minister under subsection (3); 


(g) retirement benefits — retirement benefits 
under the provision are provided 


(i) by means of annuities that are purchased 
from a person who is licensed or otherwise 
authorized. under the laws of Canada or a 
province to carry on in Canada an annuities 
business, or | 


(ii) under an arrangement acceptable to the 
Minister; and 


(h) undue deferral of payment — each single 
amount that is payable after the death of a mem- 
ber is paid as soon as is practicable after the 
member’s death. 
History: Para. 8506(2)(b.1) added by P.C. 1995-17, subsec. Tal): 
January 11, 1995, Canada Gazette, Part If, January 25, 1995, appli- 
cable with respect to contributions made under a money purchase 
provision of a pension plan after April 5, 1994. 
Para. 8506(2)(c) amended by P.C. 1995-17, subsec. 13(2), January 
11, 1995, Canada Gazette, Part Il, January 25, 1995, applicable at- 
ter 1988, except that para. (c) does not apply with respect to prop- 
erty transferred on or before April 5, 1994 to a money purchase pro- 
vision of a pension plan in respect of an actuarial surplus under a 
defined benefit provision of a registered pension plan. 
Para. 8506(2)(d) amended by P.C. 1995-17, subsec. 13(3), January 
11, 1995, Canada Gazette, Part Il, January 25, 1995, applicable af- 
ter 1988. 
Para. 8506(2)(f) amended by P.C. 1995-17, subsec. 13(4), January 
11, 1995, Canada Gazette, Part Il, January 25, 1995, applicable af- 
ter April 5, 1994 with respect to 
(a) forfeited amounts under a money purchase provision of a 
pension plan that arise after April 5, 1994; 
(b) earnings of a pension plan after April 5, 1994; and 
(c) forfeited, amounts under a money purchase provision of a 
pension plan that arose on or before April 5, 1994, to the extent 
that, on April 5, 1994, those amounts were being held in respect 
of the provision and have not been reallocated to members of 
the plan. 


(2.1) Alternative method for allocating 
employer contributions — The Minister may, on 
the written application of the administrator of a pen- 
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sion plan, waive the application of the condition in 
paragraph (2)(b.1) in respect of a money purchase 
provision of the plan where contributions made 
under the provision by an employer are allocated to 
members of the plan in a manner acceptable to the 
Minister. 

History: Subsec. 8506(2.1) added by PC. 1995-17, subsec. 13(5), 


January 11, 1995, Canada Gazette, Part Il, January 25, 1995, appli- 
cable after April 5, 1994. 


(3) Reallocation of forfeitures — The Minister 
may, on the written application of the administrator 
of a registered pension plan, extend the time for sat- 
isfying the requirements of paragraph (2)(f) -where 


(a) the aggregate of the forfeited amounts that 
arise in a calendar year is greater than normal be- 
cause of unusual circumstances; and ° 


(b) the forfeited amounts are to be reallocated on 
a reasonable basis to a majority of plan members 
or paid as or on account of administrative, invest- 
ment or similar expenses incurred in connection 
with the plan. 

History: Para. 8506(3)(b) amended by P.C. 1995-17, subsec. 13(6), 


January 11, 1995, Canada Gazette, Part Il, January 25, 1995, appli- 
cable after April 5, 1994 with respect to 


(a) forfeited amounts under a money purchase provision of a 
pension plan that arise after April 5, 1994; 


(b) earnings of a pension plan after April 5, 1994; and 


(c) forfeited amounts under a money purchase provision of a 
pension plan that arose on or before April 5, 1994, to the extent 
that, on April 5, 1994, those amounts were being held in respect 
of the provision and have not been reallocated to members of 
the plan. 


8507. Periods of reduced pay — (1) 
Prescribed compensation — For the purposes 
of paragraph (b) of the definition “compensation” in 
subsection 147.1(1) of the Act, there is prescribed 
for inclusion in the compensation of an individual 
from an employer for a calendar year after 1990 


(a) where the individual has a qualifying period 
in the year with respect to the employer, the 
amount that is determined under subsection (2) in 
respect of the period; and 


(b) where the individual has a period of disability 
in the year, the amount that would be determined 
under paragraph (2)(a) in respect of the period if 
the period were a qualifying period of the indi- 
vidual with respect to the employer. 


(2) Additional compensation in respect of 
qualifying period — For the purposes of para- 
graph (1)(a) and subsection (5), the amount that is 
determined in respect of a period in a calendar year 
that is a qualifying period of an individual with re- 
spect to an employer is the lesser of 


(a) the amount, if any, by which 


(i) the amount that it is reasonable to consider 
would have been the remuneration of the indi- 
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vidual for the period from the employer if the 
individual had rendered services to the em- 
ployer throughout the period on a regular ba- 
sis (having regard to the services rendered by 
the individual to the employer before the com- 
plete period of reduced pay of which the pe- 
riod is a part) and the individual’s rate of re- 
muneration had been commensurate with the 
individual’s rate of remuneration before the 
beginning of the complete period of reduced 


pay 
exceeds 


(ii) the remuneration of the individual for the 
period from the employer, and 


(b) the amount determined by the formula 
(565+A+B-C)xD 
where 


A. is the lesser of 3 and the amount that would be 
the cumulative additional compensation frac- 
tion of the individual with respect to the em- 
ployer, determined to the time that is immedi- 
ately before the end of the period, if the 
individual’s only qualifying periods had been 
periods that are also periods of parenting, 


B is 


(i) if no part of the period is a period of 
parenting, nil, and 


(ii) otherwise, the lesser of 


(A) the amount, if any, by which 3 ex- 
ceeds the amount determined for A, 
and 


(B) the ratio of 


(1) the amount that would be deter- 
mined under paragraph (a) if the re- 
muneration referred to in subpara- 
graphs (a)(i) and (ii): were the 
remuneration for such part of the 
period as is a period of parenting 


to 
(II) the amount determined for D, 


C is the cumulative additional compensation 
fraction of the individual with respect to the 
employer, determined to the time that is im- 
mediately before the end of the period, and 


D_ is the amount that it is reasonable to consider 
would have been the individual’s remunera- 
tion for the year from the employer if the indi- 
vidual had rendered services to the employer 
on a full-time basis throughout the year and 
the individual’s rate of remuneration had been 
commensurate with the individual’s rate of re- 
muneration before the beginning of the com- 
plete period of reduced pay of which the pe- 
riod is a part. 
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(3) Qualifying periods and periods of parent- 
ing — For the purposes of this section, 


(a) a period in a calendar year is a qualifying pe- 
riod of an individual in the year with respect to an 
employer if 


(i) the period is an eligible period of reduced 
pay or temporary absence of the individual in 
the year with respect to the employer, 


(ii) either 
(A) lifetime retirement benefits are pro- 
vided to the individual under a defined 
benefit provision of a registered pension 
plan (other than a plan that is, in the year, a 
specified multi-employer plan) in respect 
of the period, or 


(B) contributions are made by or on behalf 
of the individual under a money purchase 
provision of a registered pension plan 
(other than a plan that is, in the year, a 
specified multi-employer plan) in respect 
of the period, 


pursuant to terms of the plan that apply in re- 
spect of periods that are not regular periods of 
employment, 


(iii) the lifetime retirement benefits or the 
contributions, as the case may be, exceed the 
benefits that would otherwise be provided or 
the contributions that would otherwise be 
made if the benefits or contributions were 
based on the services actually rendered by the 
individual and the remuneration actually re- 
ceived by the individual, 


(iv) the individual’s pension adjustment for 
the year with respect to the employer includes 
an amount in respect of the lifetime retirement 
benefits or the contributions, as the case may 
be, 


(v) no benefits are provided in respect of the 
period to the individual under a defined bene- 
fit provision of any registered pension plan in 
which the employer does not participate, and 


(vi) no contributions are made by or on behalf 
of the individual in respect of the period under 
a money purchase provision of a registered 
pension plan or a deferred profit sharing plan 
in which the employer does not participate; 
and 


(b) a period of parenting of an individual is all or 
a part of a period that begins . 


(i) at the time of the birth of a child of whom 
the individual is a natural parent, or 


(ii) at the time the individual adopts a child, 
and ends 12 months after that time. 


History: The portion of para. 8507(3)(a) after subpara. (vi) re- 
pealed by P.C. 1995-17, s. 14, January 11, 1995, Canada Gazette, 
Part II, January 25, 1995, applicable after 1988. 
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(4) Cumulative additional compensation frac- 
tion — For the purposes of this section, the cumula- 
tive additional compensation fraction of an individ- 
ual with respect to an employer, determined to any 
time, is the aggregate of all amounts each of which is 
the additional compensation fraction that is associ- 
ated with a period that ends at or before that time 
and that is a qualifying period of the individual in a 
calendar year after 1990 with respect to 


(a) the employer; 
(b) any other employer who does not deal at 
arm’s length with the employer, or 


(c) any other employer who participates in a reg- 
istered pension plan in which the employer par- 
ticipates for the benefit of the individual. 


(5) Additional compensation fraction — For 
the purposes of subsection (4), the additional com- 
pensation fraction associated with a qualifying pe- 
riod of an individual in a calendar year with respect 
to a particular employer is the amount determined by 
the formula 


E 
D 
where 
D is the amount determined for D under paragraph 
(2)(b) in respect of the qualifying period, and 
E; is 
(a) if 
(i) all or a part of the qualifying period is a 
period throughout which the individual 
renders services to another employer pur- 


suant to an arrangement in respect of 
which subsection 8308(7) is applicable, 


(ii) the particular employer is a lending 
employer for the purposes of subsection 
8308(7) as it applies in respect of the ar- 
rangement, and 


(iii) the particular employer and the other 
employer deal with each other at arm’s 
length, 


the amount that would be determined under 
subsection (2) in respect of the qualifying pe- 
riod if, in the determination of the amount 
under paragraph (2)(a), no remuneration were 
included in respect of the portion of the quali- 
fying period referred to in subparagraph (a)(i), 
and 

(b) otherwise, the amount that is determined 
under subsection (2) in respect of the qualify- 
ing period. 


(6) Exclusion of subperiods — A reference in 
this section to a qualifying period of an individual in 
a calendar year with respect to an employer or to a 
period of disability of an individual in a calendar 
year does not include a period that is part of a longer 
such period. 
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(7) Complete period of reduced pay — In sub- 
section (2), “complete period of reduced pay” of an 
individual with respect to an employer means a pe- 
riod that consists of one or more periods each of 
which is 
(a) a period of disability of the individual, or 
(b) an eligible period of reduced pay or tempo- 
rary absence of the individual with respect to the 
employer, 
and that is not part of a longer such period. 
Interpretation Bulletins [Reg. 8507]: IT-363R2: Deferred 
profit sharing plans — deductibility of employer contributions and 
taxation of amounts received by a beneficiary. 


8508. Salary deferral leave plan — Where an 

employee.and an employer enter into an arrangement 

in writing described in paragraph 6801(a) or (b), 
(a) the period throughout which the employee de- 
fers salary or wages pursuant to the arrangement 
shall be deemed to be an eligible period of re- 
duced pay of the employee with respect to the 
employer; and 
(b) for the purposes of section 8507, the amount 
that it is reasonable to consider would have been 
the remuneration of the employee for any period 
from the employer shall be determined on the ba- 
sis that the employee’s rate of remuneration was 
the amount that it is reasonable to consider 
would, but for the arrangement, have been the 
employee’s rate of remuneration. 


8509. . Transition rules—(1) Prescribed 
conditions applicable before 1992 to 
grandfathered plan — The prescribed conditions 
for the registration of a grandfathered plan are, 
before 1992, 


(a) the condition set out in paragraph 8502(a), 


(b) the condition set out in paragraph 8502(c), but 
only in respect of benefits provided under a 
money purchase provision of the plan, and 


(c) if the plan contains a money purchase provi- 
sion, the condition set out in paragraph 
8506(2)(a), 


and the following conditions: 


(d) the benefits provided under each defined ben- | 


efit provision of the plan are acceptable to the 
Minister and, for the purposes of this condition, 
any benefits in respect of periods before 1991 
that become provided after 1988 with respect to a 
member who is connected with an employer who 
participates in the plan, or was so connected at 
any time before the benefits become provided, 
shall, unless the Minister is notified in writing 


that the benefits are provided with respect to the’ 


member, be deemed. to be unacceptable to the 
Minister, and 


(e) the plan contains such terms as may be re- 
quired by the Minister. 
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(2) Conditions applicable after 1991 to 
benefits under grandfathered plan — For the 
purpose of the condition in paragraph 8502(c) as it 
applies after 1991 in respect of a grandfathered plan, 


(a) the condition in subparagraph 8503(2)(b)(i) is 
replaced by the condition that the amount of 
bridging benefits payable to a member for a par- 
ticular month does not exceed the amount that is 
determined in respect of the month by the 
formula 


(axcx =) + [ex a 2] 


where 


A is the amount determined for A under subpar- 
agraph 8503(2)(b)(ii) with respect to the 
member for the month, 


Cis the amount determined for C under subpar- 
agraph 8503(2)(b)(ii) with respect to the 
member for the month, 


E is the aggregate of all amounts each of which 
is the duration (measured in years, including 
any fraction of a year) of a period ending 
before 1992 that is pensionable service of the © 
member under the provision, 


F is the aggregate of all amounts each of which 
is the duration (measured in years, including 
any fraction of a year) of a period that is pen- 
sionable service of the member under the pro- 
vision, and 


G is the amount determined with respect to the 
member for the month by the formula in sub- 
paragraph 8503(2)(b)(1i); ) 


(b) the conditions in paragraphs 8503(3)(c), (h) 
and (i) and 8504(1)(a) and (b) apply only in re- 
spect of lifetime retirement benefits provided in 
respect of periods after 1991; and 


(c) for the purposes of the conditions in 
paragraphs 8504(1)(a) and (b), 


(i) the aggregate that is determined under sub- 
paragraph 8504(1)(a)(i) does not include an 
amount in respect of 1991, and 


(11) the amount that is determined for G under 
subparagraph 8504(1)(a)(ii) 1s based only on 
periods of pensionable service after 1991. 


(3) Additional prescribed condition for 
grandfathered plan after 1991 — The pre- 
scribed conditions for the registration of a 
grandfathered plan include, after 1991, the condition 
that all benefits provided under each defined benefit 
provision of the plan in respect of periods before 
1992 are acceptable to the Minister. 


(4) Defined benefits under grandfathered 
plan exempt from conditions — The Minister 
may, after 1991, exempt from the condition in para- 
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graph 8502(c) the following benefits provided under 
a defined benefit provision of a grandfathered plan: 


(a) benefits that are payable after the death of a 
member, to the extent that the benefits can rea- 
sonably be considered to relate to lifetime retire- 
ment benefits provided to the member in respect 
of periods before 1992; and 


(b) bridging benefits in excess of bridging bene- 
fits that are permissible under paragraph 
8503(2)(b), to the extent that the excess bridging 
benefits are vested in a member on December 31, 
1991, 


(4.1) Benefits under grandfathered plan — 
pre-1992 disability — Where benefits are pro- 
vided under a defined benefit provision of a 
grandfathered plan to a member of the plan as a con- 
sequence of the member having become, before 
1992, physically or mentally impaired, the following 
rules apply: 


(a) the conditions in this Part (other than the con- 
dition in paragraph (b)) do not apply in respect of 
the benefits; 


(b) the prescribed conditions for the registration 
of the plan include the condition that the benefits 
are acceptable to the Minister; and 


(c) subsections 147.1(8) and (9) of the Act do not 
apply to render the plan a revocable plan where 
those subsections would not so apply if the mem- 
ber’s pension credits under the provision were 
determined without regard to the benefits. 
History: Subsec. 8509(4.1) added by P.C. 1995-17, subsec. 15(1), 


January 11, 1995, Canada Gazette, Part II, January 25, 1995, appli- 
cable after 1988. 


(5) Conditions not applicable’ to 
grandfathered plan — Where a pension plan is a 
grandfathered plan, 


(a) the conditions referred to in paragraph 
8501(2)(b) do not apply before 1992 in respect of 
the plan; 

(b) the condition in paragraph 8502(d) does not 
apply in respect of distributions that are made 
before 1992 under a defined benefit provision of 
the plan; and 


(c) the conditions in paragraphs 8503(3)(a) and 
(b) do not apply in respect of benefits provided 
under a defined benefit provision of the plan in 
respect of periods before 1992. 


(6) PA limits for grandfathered plan for 
1991 — Subsections 147.1(8) and (9) of the Act do 
not apply in respect of a grandfathered plan for a cal- 
endar year before 1992 if 


(a) the plan does not contain a money purchase 
provision in that year; or 


(b) no contributions are made in respect of that 
year under the money purchase provisions of the 
plan. 
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(7) Limit on pre-age 65 benefits — Where a 
pension plan is a grandfathered plan or would be a 
grandfathered plan if the references to “March 27, 
1988” in the definitions “existing plan” and 
“srandfathered plan” in subsection 8500(1) were 
read as references to “June 7, 1990” and the refer- 
ences to “March 28, 1988” in the definition “existing 
plan” in that subsection were read as references to 
“June 8, 1990”, 


(a) the conditions in paragraphs 8504(5)(a) and 
(b) apply only in respect of retirement benefits 
provided in respect of periods after 1991; and 


(b) the amounts that are determined for B and D 
under paragraph 8504(5)(a) are based only on pe- 
riods of pensionable service after 1991. 


(8) Benefit accrual rate greater than 2 per 
cent — Where a pension plan is a grandfathered 
plan or would be a grandfathered plan if the refer- 
ences to “March 27, 1988” in the definitions “ex- 
isting plan” and “grandfathered plan” in subsection 
8500(1) were read as references to “July 31, 1991” 
and the references to “March 28, 1988” in the defini- 
tion “existing plan” in that subsection were read as 
references to “August 1, 1991”, 


(a) the condition in paragraph 8503(3)(g) applies 
only in respect of lifetime retirement benefits 
provided under a defined benefit provision of the 
plan in respect of periods after 1994; and 


(b) subparagraph 8503(3)(h)(iv) is not applicable 
in respect of lifetime retirement benefits provided 
under a defined benefit provision of the plan to a 
member unless the formula for determining the 
amount of the member’s lifetime retirement bene- 
fits complies with the condition in paragraph 
8503(3)(g) as that condition would, but for this 
subsection, apply. 


(9) Benefits under plan. other’ than 
grandfathered plan — The following rules apply 
in respect of the benefits provided under a defined 
benefit provision of a pension plan that is not a 
grandfathered plan: 


(a) the condition in paragraph 8502(c) does not 
apply in respect of benefits provided with respect 
to an individual 


(i) to whom retirement benefits have com- 
menced to be paid under the provision before 
1992, or 


(ii) who has died before 1992; and 


(b) the prescribed conditions for the registration 
of the plan include the condition that all benefits 
referred to in paragraph (a) are acceptable to the 
Minister. 


(10) Money purchase benefits exempt from 
conditions — The Minister may exempt from the 
condition in paragraph 8502(c) all or a portion of the 
benefits provided under a money purchase provision 
of a pension plan with respect to a member that may 
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reasonably be considered to derive from contribu- 
tions made before 1992 under a money purchase pro- 
vision of a registered pension plan. 


(10.1) Stipulation | not required for pre-1 992 
plans — The conditions in paragraphs 8503(4)(c) 
and 8506(2)(d) do not appes in slo of a eran 
plan | 


(a) that was a registered pension plan on Decem- 
ber 31, 1991, 


(b) in respect of which an application for registra- 
tion was made to the Minister before 1992, or 


(c) that was established to provide benefits to one 
or more individuals in lieu of benefits .to which 
the individuals were entitled under another pen- 
sion plan that is a plan described in paragraph (a) 
or (b) or this paragraph, whether or not benefits 
are also provided to other individuals. 


History: Subsec. 8509(10.1) added by P.C. 1995-17, subsec. 15(2), 
January 11, 1995, Canada Gazette, Part Il, January 25, 1995, appli- 
cable after 1988. 


(11) Benefits acceptable to Minister — For 
greater certainty, where benefits under a defined 
benefit provision of a pension plan are, by reason of 
paragraph 8503(3)(e) or subsection (3), subject to the 
condition that they be acceptable to the Minister, the 
provisions of this section shall not be considered to 
limit in any way the requirements that may be im- 
posed by the Minister in respect of the benefits. 
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8510. Multi-employer plans and specified 


multi-employer plans—(1) Definition of 
“multi-employer plan” — The definition “multi- 
employer plan” in subsection 8500(1) is applicable 
for the purposes of subsection 147.1(1) of the Act. 


(2) Definition of “specified multi-employer 
plan” — For the purposes of this Part and subsec- 
tion 147.1(1) of the Act, “specified multi-employer 
plan” in a calendar year means a pension plan 


(a) in respect of which the conditions in subsec- 
tion (3) are satisfied at the beginning of the year 
(or at the time in the year when the plan is estab- 
lished, if later), 


(b) that has, on application by the plan adminis- 
trator, been designated in writing by the Minister 
to be a specified multi-employer plan in the year, 
or 


(c) that was, by reason of paragraph (a), a speci- 
fied multi-employer plan in the immediately pre- 
ceding calendar year (where that year is after 
1989), 


but does not include a pension plan where the Minis- 
ter has, before the beginning of the year, given no- 
tice by registered mail to the plan administrator that 
the plan is not a specified multi-employer plan. 


(3) Qualification as a specified multi- 
employer plan — The conditions referred to in 
paragraph (2)(a) are the following: 
(a) it is reasonable to expect that at no time in the 
year will more than 95 per cent of the active 
members of the plan be employed by a single 
participating employer or by a related group of 
participating employers; 
(b) where the year is 1991 or a subsequent year, it 
is reasonable to expect that 


(i) at least 15 employers will contribute to the 
plan in respect of the year, or 


(ii) at least 10 per cent of the active members 
of the plan will be employed in the year by 
more than one participating employer, 


and, for the purposes of this condition, all em- 
ployers who are related to each other shall be 
deemed to be a single employer; 


(c) employers participate in the plan pursuant to a 
collective bargaining agreement; 


(d) all or substantially all of the employers who 
participate in the plan are persons who are not ex- 
empt from tax under Part I of the Act; 


(e) contributions are made by employers in accor- 
dance with a negotiated contribution formula that 
does not provide for any variation in contribu- 
tions determined by reference to the financial ex- 
perience of the plan; 


Income Tax Regulations 


(f) the contributions that are to be made by each 
employer in the year are determined, in whole or 
in part, by reference to the number of hours 
worked by individual employees of the employer 
or some other measure that is specific to each 
employee with respect to whom contributions are 
made to the plan; 


(g) the administrator is a board of trustees or sim- 
ilar body that is not controlled by representatives 
of employers; and 


(h) the administrator has the power to determine 
the benefits to be provided under the plan, 
whether or not that power is subject to the terms 
of a collective bargaining agreement. 


(4) Minister’s notice — For the purpose of sub- 
section (2), the Minister may give notice that a plan 
is not a specified multi-employer plan only if the 
Minister is satisfied that participating employers will 
be able to comply with all reporting obligations im- 
posed by Part LXXXIV in respect of the plan if it is 
not a specified multi-employer plan, and 


(a) the notice is given at or after a time when the 
conditions in subsection (3) are not satisfied in 
respect of the plan; or 


(b) the plan administrator has applied to the Min- 
ister for the notice. 


(5) Special rules — multi-employer plan — 
Where a pension plan is a multi-employer plan in a 
calendar year, ; 


(a) each member of the plan who is connected at 
any time in the year with an employer who par- 
ticipates in the plan shall be deemed, for the pur- 
poses of applying the conditions in sections 8503 
and 8504 in respect of the plan in the year and in 
each subsequent year, not to be so connected in 
the year; 


(b) paragraph 8503(3)(b) shall, in its application 
in respect of benefits provided under a defined 
benefit provision of the plan in respect of a pe- 
riod in the year, be read without reference to sub- 
paragraph (1i) thereof; and 


(c) the condition in paragraph 8503(3)(k) and the 
rule in subsection 8504(8) shall apply in the year 
in respect of the plan without regard to benefits 
provided under any other pension plan. 


(6) Special rules — specified multi-employer 
plan — Where a pension plan is a specified multi- 
employer plan in a calendar year, 


(a) a contribution that is made in the year in re- 
spect of a defined benefit provision of the plan by 
an employer with respect to the employer's em- 
ployees or former employees in accordance with 
the plan as registered shall be deemed, for the 
purpose of paragraph 8502(b), to be an eligible 
contribution; 
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(b) subparagraph 8502(c)(1) shall, in its applica- 
tion in the year in respect of the plan, be read as 
follows: 


(1) benefits that are in accordance with sub- 
section 8503(2), paragraphs 8503(3)(c), (e) 
and (g) and subsections 8504(5) and (6)”; 
and 


(c) the conditions in paragraphs 8503(3)() and 
(4)(a) do not apply in the year in respect of the 
plan. 


(7) Additional prescribed conditions — Where 
a pension plan is a specified multi-employer plan in 
a calendar year, the prescribed conditions for the re- 
gistration of the plan include, in that year, the fol- 
lowing conditions: 


(a) when employer and member contribution 
rates under the plan were last established, it was 
reasonable to expect that, for each calendar year 
beginning with the year in which the contribution 
rates were last established, 


(i) the aggregate of all amounts each of which 
is the pension credit of an individual for the 
year with respect to an employer under a ben- 
efit provision of the plan 


would not exceed 


(ii) 18 per cent of the aggregate of all amounts 
each of which is, for an individual and an em- 
ployer where the pension credit of the individ- 
ual for the year with respect to the employer 
under a benefit provision of the plan is greater 
than nil, the compensation of the individual 
from the employer for the year, 


except that this condition does not apply for years 
before 1992 in the case of a pension plan that is a 
grandfathered plan; and 


(b) where the plan contains a money purchase 
provision, 


(i) the plan terms are such that, if subsection 
147.1(9) of the Act were applicable in respect 
of the plan, the plan would not under any cir- 
cumstances become a revocable plan at the 
end of the year pursuant to that subsection, or 


(ii) if the plan terms do not comply with the 
condition in subparagraph (i), the only cir- 
cumstances that would result in the plan be- 
coming a revocable plan at the end of the year 
pursuant to subsection 147.1(9) of the Act, if 
that subsection were applicable in respect of 
the plan, are circumstances acceptable to the 
Minister. 


(8) Purchase of additional benefits — Where, 
in the case of a pension plan that is a specified multi- 
employer plan in a calendar year, 
(a) the amount of lifetime retirement benefits pro- 
vided under a defined benefit provision of the 
plan to each member is determined by reference 
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to the hours of employment of the member with 
participating employers, 

(b) the plan permits a member whose actual hours 
of employment in a period are fewer than a speci- 
fied number of hours for the period to make con- 
tributions to the plan in order to increase, to an 
amount not exceeding the specified number of 
hours for the period, the number of hours that are 
treated under the provision as hours of employ- 
ment of the member in the period, and 


(c) the specified number of hours for a period 
does not exceed a reasonable measure of the ac- 
tual hours of employment of members who 
render services throughout the period on a full- 
time basis, 


the condition in paragraph 8503(3)(a) does not apply 
in respect of such portion of the lifetime retirement 
benefits provided under the provision to a member as 
is determined by reference to hours acquired by the 
member as a consequence of contributions made to 
the plan in the year by the member, as described in 
paragraph (b). 


8511. Conditions applicable to amend- 
ments —(1) For the purposes of paragraph 
147.1(4)(c) of the Act, the following conditions are 
prescribed in respect of an amendment to a regis- 
tered pension plan: 


(a) where the amendment increases the accrued 
lifetime retirement benefits provided to a member 
under a defined benefit provision of the plan, the 
increase is not, in the opinion of the Minister, in- 
consistent with the conditions in paragraphs 
8503(3)(h) and (1); and 


(b) where the plan is a grandfathered plan and the 
amendment increases the bridging benefits pro- 
vided to a member under a defined benefit provi- 
sion of the plan, the member’s bridging benefits, 
as amended, comply with the condition in subpar- 
agraph 8503(2)(b)(ii) that would apply if the plan 
were not a grandfathered plan. 


(2) Where an amendment to a registered pension 
plan provides for the return to a member of all or a 
part of the contributions made by the member under 
a defined benefit provision of the plan, the plan be- 
comes a revocable plan at any time that an amount 
(other than an amount that may be transferred from 
the plan in accordance with subsection 147.3(6) of 
the Act) that is payable to the member as a conse- 
quence of the amendment is not paid to the member 
as soon after the amendment as is practicable. 
History: Subsec. 8511(2) amended by P.C. 1995-17, s. 16, January 
11, 1995, Canada Gazette, Part Il, January 25, 1995, applicable af- 
ter 1988. 


8512. Registration and amendment — (1) For 
the purposes of subsection 147.1(2) of the Act, an 
application for registration of a pension plan shall be 
made by forwarding by registered mail to the Deputy 
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Minister of National Revenue for Taxation at Ottawa 
the following documents: 


(a) an application in prescribed form containing 
prescribed information; ) 


(b) certified copies of the plan text and any other 
documents that contain terms of the plan; 


(c) certified copies of all trust deeds, insurance 
contracts and other documents that relate to the 
funding of benefits under the plan; 


(d) certified copies of all agreements that relate to 
the plan; and 


(e) certified copies of all resolutions and by-laws 
that relate to the documents referred to in 
paragraphs (b) to (d). 


(2) Where, after 1988, an amendment is made to a 
registered pension plan, to the arrangement for fund- 
ing benefits under the plan or to a document that has 
been filed with the Minister in respect of the plan, 
the plan administrator shall, within 60 days after the 
day on which the amendment is made, forward to the 
Deputy Minister of National Revenue for Taxation at 
Ottawa 


(a) a prescribed form containing prescribed infor- 
mation;. and 

(b) certified copies of all documents that relate to 
the amendment. 


Forms: 1920: Application for acceptance of an amendment to a 
registered pension plan. 


(3) For the purposes of subsection 147.1(4) of the 
Act, an application for the acceptance of an amend- 
ment to a registered pension plan is made in pre- 
scribed manner where the documents that are re- 
quired by subsection (2) are forwarded by registered 
mail to the Deputy Minister of National Revenue for 
Taxation at Ottawa. 


8513. Designated laws — For the purposes of 
paragraph 8302(3)(m), subparagraph 8502(c)(iii) and 
paragraph 8517(5)(f), “designated provision of the 
law of Canada or a province” means subsection 
21(2) of the Pension Benefits Standards Act, 1985 
and any provision of a law of a province that is simi- 
lar to that subsection. 


8514. Prohibited investments — (1) For the pur- 
poses of subparagraph 8502(h)(i), and subject to sub- 
sections (2) and (3), a prohibited investment in re- 
spect of a registered pension plan is a share of the 
capital stock of, an interest in, or a debt of 


(a) an employer who participates in the plan, 
(b) a person who is connected with an employer 
who participates in the plan, 

(c) a member of the_plan, 


(d) a person or partnership that controls, directly 
or indirectly, in any manner whatever, a person or 
partnership referred to in paragraph (a) or (b), or 
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(e) a person or partnership that does not deal at 
arm’s length with a person or partnership referred 
to in paragraph (a), (b), (c) or (d), 


or an interest in, or a right to acquire, such a share, 
interest or debt. 


(2) A prohibited investment does not include 


(a) a bond, debenture, note, mortgage or similar 
obligation described in clause 212(1)(b)(i1)(C) of 
the Act; 


(b) a share listed on a stock exchange referred to 
in section 3200 or 3201; 


(c) a bond, debenture, note or similar obligation 
of a corporation any shares of which are listed on 
a stock exchange referred to in section 3200 or 
3201; 


(d) an interest in, or a right to acquire, property 
referred to in paragraph (b) or (c); or 


(e) a mortgage in respect of real property situated 
in Canada that 


(i) where this condition has not been waived 
by the Minister and the amount paid for the 
mortgage, together with the amount of any in- 
debtedness outstanding at the time the mort- 
gage was acquired under any mortgage or hy- 
pothec that ranks equally with or superior to 
the mortgage, exceeds 75 per cent of the fair 
market value, at that time, of the real property 
that is subject to the mortgage, is insured 
under the National Housing Act or by a corpo- 
ration that offers its services to the public in 
Canada as an insurer of mortgages, 


(ii) where the registered pension plan in con- 
nection with which the mortgage is held 
would be a designated plan for the purposes of 
subsection 8515(5) if subsection 8515(4) were 
read without reference to paragraph (b) 
thereof, is administered by an approved lender 
under the National Housing Act, and 


(iii) bears a rate of interest that would be rea- 
sonable in the circumstances if the mortgagor 
dealt with the mortgagee at arm’s length. 


(3) A prohibited investment in respect of a registered 
pension plan does not include an investment that was 
acquired by the plan before March 28, 1988. 


(4) For the purposes of subsection (3), where at any 
time after March 27, 1988, the principal amount of a 
bond, debenture, note, mortgage or similar obliga- 
tion increases as a consequence of the advancement 
or lending of additional amounts, or the maturity 
date of such an obligation is extended, the obligation 
shall, after that time, be deemed to have been issued 
at that time. 

History: Para. 8514(2)(a) and subsec. 8514(4) amended by P.C. 


1994-1817, paras. 62(j) and (k), November 1, 1994, Canada Ga- 
zette, Part Il, November 30, 1994. 
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8515. Special rules for designated plans — (1) 
Designated plans — For the purposes of subsec- 
tions (5) and (9), and subject to subsection (3), a reg- 
istered pension plan that contains a defined benefit 
provision is.a designated plan throughout a calendar 
year if the plan is not maintained pursuant to a col- 
lective bargaining agreement and 


(a) the aggregate of all amounts each of which is 
a pension credit (as determined under Part LXX- 
XII) for the year of a specified individual under 
a defined benefit provision of the plan 


exceeds 


(b) 50 per cent of the aggregate of all amounts 
each of which is a pension credit (as determined 
under Part LX XXIID) for the year of an individual 
under a defined benefit provision of the plan. 


(2) Designated plan in previous year — For the 
purposes of subsections (5) and (9), a registered. pen- 
sion plan is a designated plan throughout a particular 
calendar year after 1990 if the plan was a designated 
plan at any time in the immediately preceding year, 
except where the Minister has waived in writing the 
application of this subsection in respect of the plan. 


(3) Exceptions — A registered pension plan is not 
a designated plan in a calendar year pursuant to sub- 
section (1) if 


(a) the plan would not be a designated plan in the 
year pursuant to that subsection if the reference in 
paragraph (1)(b) to “50 per cent” were read as a 
reference to “60 per cent’, 


-(b) the plan was established before the year, and 


(c) the amount determined under paragraph (1)(a) 
in respect of the plan for the immediately preced- 
ing year did not exceed the amount determined 
under paragraph (1)(b), 


or if 
(d) there are more than 9 active members of the 
plan in the year, and 


(e) the Minister has given written notice to the 
administrator of the plan that the plan is not a 
designated plan in the year. ; 


(4) Specified individuals — An individual is a 
specified individual for the purposes of paragraph 
(1)(a) in respect of a pension plan and a particular 
calendar year if 


(a) the individual was connected at any time in 
the year with an employer who participates in the 
plan; or 


(b) the aggregate of all amounts each of which is 
the remuneration of the individual for the year 
from an employer who participates in the plan, or 
from an employer who does not deal at arm’s 
length with a participating employer, exceeds 2'/3 
times the Year’s Maximum Pensionable Earnings 
for the year. 
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(5) Eligible contributions — For the purpose of 
determining whether a contribution made by an em- 
ployer to a registered pension plan at a time when 
the plan is a designated plan is an eligible contribu- 
tion under subsection 147.2(2) of the Act, a pre- 
scribed condition is that 


(a) the contribution satisfies the condition in sub- 
section (6), or 


(b) the contribution would satisfy the condition in 
subsection (6) if 


(i) paragraph (6)(b) and subparagraph (7)(e)(1) 
were applicable. only in respect of retirement 
benefits that became provided under the plan 
after 1990, | ? 


(ii) paragraph (6)(c) were applicable only in 

‘respect of those benefits payable after the 
death of a member that relate to retirement 
benefits that became provided under the plan 
to the member after 1990, and 


(iii) the assumption as to the time retirement 
benefits (other than retirement benefits that 
became provided after 1990) will commence 
to be paid is the same for the purposes of the 
maximum funding valuation as for the pur- 
poses of the actuarial valuation that forms the 
basis for the recommendation referred to in 
subsection 147.2(2) of the Act pursuant to 
which the contribution is made. 


(6) Funding restriction — The condition referred 
to in subsection (5) is that the contribution would be 
required to be made for the plan to have sufficient 
assets to pay benefits under the defined benefit pro- 
visions of the plan, as registered, with respect to the 
employees and former employees of the employer if 


(a) required contributions were determined on the 
basis of a maximum funding valuation prepared 
as of the same effective date as the actuarial. valu- 
ation that forms the basis for the recommendation 
referred to in subsection 147.2(2) of the Act pur- 
suant to which the contribution is made; 


(a.1) each defined benefit provision of the, plan 
provided that, with respect to restricted-funding 
members, retirement benefits are payable 
monthly in advance; 


(b) each defined benefit provision of the plan pro- 
vided that, after retirement benefits commence to 
be paid with respect to a restricted-funding mem- 
ber, the bénefits are adjusted annually by a per- 
centage increase for each year that is | percent- 
age point less than the percentage increase in the 
Consumer Price Index for the year, in lieu of any 
cost-of-living adjustments actually provided; 


(c) each defined benefit provision of the plan pro- 
vided the following benefits after the death of a 
restricted-funding member who dies after retire- 
ment benefits under the provision have com- 
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menced to be paid to the member, in lieu of the 
benefits actually provided: 


(i) where the member dies within 5 years after 
retirement benefits commence to be paid 
under the provision, the continuation of the re- 
tirement benefits for the remainder of the 5 
years as if the member were alive, and 


(ii) where an individual who is a spouse of the 
member when retirement benefits commence 
to be paid under the provision to the member 
is alive on the later of the day of death of the 
member and the day that is 5 years after the 
day on which the member’s retirement bene- 
fits commence to be paid, retirement benefits 
payable to the individual for the duration of 
the individual’s life, with the amount of the 
benefits payable for each month equal to 6673 
per cent of the amount of retirement benefits 
that would have been payable under the provi- 
sion for the month to the member if the mem- 
ber were alive; 


(d) where more than one employer participates in 
the plan, assets and actuarial liabilities were ap- 
portioned in a reasonable manner among partici- 
pating employers with respect to their employees 
and former employees; and 


(e) the rule in paragraph 147.2(2)(d) of. the Act 
that provides for the disregard of a portion of the 
assets of the plan apportioned to the employer 
with respect to the employer’s employees and 
former employees were applicable for the. pur- 
pose of determining required contributions pursu- 
ant to this. subsection. 
History: Para. 8515(6)(a.1) added by P.C. 1995-17, subsec. 17(1), 
January 11, 1995, Canada Gazette, Part II, January 25, 1995, appli- 
cable with respect to a contribution made after June 4, 1994, except 
where the contribution is made pursuant to a valuation report filed 


with the Minister in accordance with subsec. 147.2(3) of the Income 
Tax Act on or before June 4, 1994. 


(7) Maximum funding valuation — For the pur- 
poses of subsection (6), a maximum funding valua- 
tion is a valuation prepared by an actuary in accor- 
dance with the following rules: 


(a) the projected accrued benefit method is used 
for the purpose of determining actuarial liabilities 
and current service costs; 


(b) the valuation rate of interest is 7.5 per cent 
per annum; 


(c) it is assumed that 


(i) the rate of increase in general wages and 
salaries and in each member’s rate of remu- 
neration will be 5.5 per cent per annum, and 


(ii) the rate of increase in the Consumer Price 
Index will be 4 per cent per annum; 


(d) each assumption made in respect of economic 
factors other than those referred to in paragraph 
(c) is consistent with the assumptions in that 
paragraph; 
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(e) in the case of a restricted-funding member, it 
is assumed that 


(i) retirement benefits will commence to be 
paid to the member no earlier than the day on 
which the member attains 65 years of age, 


(ii) the member will survive to the time the 
member’s retirement benefits commence to be 
paid, 

(iii) where the member is employed by a par- 
ticipating employer as of the effective date of 
the valuation, the member will continue in 
employment until the time when the mem- 
ber’s retirement benefits commence to be 
paid, and 


(iv) when the member’s retirement benefits 
commence to be paid, the member will be 
married to a person who is the same age as the 
member; 


(f) the rate of mortality at each age is equal to 


(i) in the case of a restricted-funding member, 
80. per cent of the average of the rates at that 
age for males and females in the 1953 Group 
Annuity Mortality Table, as published in Vol- 
ume XXXV of the Transactions of the Society 
of Actuaries, and 


(ii) in the case of any other member, 80 per 
cent of the rate at that age in the mortality ta- 
ble referred to in subparagraph (i) for individ- 
uals of the same sex as the member; 


(g) it is assumed that where a member has a 
choice between receiving retirement benefits or a 
lump sum payment, retirement benefits will be 
paid to the member; and 


(h) the plan’s assets are valued at an amount 
equal to their fair market value as of the effective 
date of the valuation. 
History: Subpara. 8515(7)(e)(i) and para. 8515(7)(f) amended by 
P.C. 1995-17, subsecs. 17(2) and (3), January 11, 1995, Canada 
Gazette, Part Il, January 25, 1995, applicable after 1988, except that 
with respect to a contribution that is made 
(i) on or before June 4, 1994, or 
(ii) pursuant to a valuation report filed with the Minister in ac- 
cordance with subsec. 147.2(3) of the Income Tax Act on or 
before June 4, 1994, 
subpara. 8515(7)(f)(i) shall be read as follows: 
(i) in the case of a restricted-funding member, or a male 
member who is not a restricted-funding member, 80 per cent 
of the average of the rates at that age for males and females in 
the 1983 Group Annuity Mortality Table, as published in Vol- 
ume XXXV of the Transactions of the Society of Actuaries, 
and 


(8) Restricted-funding members — For the pur- 
poses of subsections (6) and (7) as they apply in re- 
spect of a contribution made to a registered pension 
plan, a member of the plan is a restricted-funding 
member if, at the time the maximum funding valua- 
tion is prepared, 

(a) the member has a right, whether absolute or 

contingent, to receive retirement benefits under a 
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defined benefit provision of the plan and the ben- | toa registered pension plan is described in this sub- 
efits have not commenced to be paid; or section if 


(b) the payment of retirement benefits under a de- 
fined benefit provision of the plan to the member 
has been suspended. 


(9) Member contributions — Where 


(a) a member of a registered pension plan makes 
a contribution to the plan to fund benefits that 
have become provided at a particular time under 
a defined benefit provision of the plan in respect 
of periods before that time, _ 


(b) the contribution is made at a time when the 
plan is a designated plan, and 


(c) the contribution would not be an eligible con- 
tribution under subsection 147.2(2) of the Act if 
it were made by an employer who participates in 
the plan on behalf of the member, 


the plan becomes, for the purposes of paragraph 
147.1(11)(c) of the Act, a revocable plan immedi- 
ately before the time the contribution is made. 


8516. Eligible contributions — (1) Prescribed 
contribution — For the purposes of subsection 
147.2(2) of the Act, a contribution described in any 
of subsections (2) to (8) that is made by an employer 
to a registered pension plan in respect of the defined 
benefit provisions of the plan is a prescribed 
contribution. 


Subsection 8 16 
History: Subsec. 8516(1) amended by P.C. 1995-17, subsec. 18(1), 
January 11, 1995, Canada Gazette, Part Il, January 25, 1995, appli- 
cable after 1988. 


(2) Amortization of excess actuarial sur- 
plus — A contribution that is made by an employer 
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(a) it is made to the plan before 1995; 


(b) the recommendation pursuant to which the 
contribution is made is such that the contributions 
that are required to be made by the employer in 
respect of the defined benefit provisions of the 
plan do not exceed the contributions that would 
be required if 


(i) except as provided in subparagraph (11), the 
contributions to be made by the employer 
were determined without regard to the actua- 
rial surplus under the provisions, and 


(ii) the contributions to be made by the em- 
ployer after 1990 were. determined on the ba- 
sis that the excess actuarial surplus under the 
provisions with respect to the employer be- 
comes available uniformly throughout the pe- 
riod beginning on the later of January 1, 1991 
and the effective date of the actuarial valua- 
tion prepared in connection with the recom- 
mendation and ending December 31, 1994 to 
fund benefits under the provisions, in lieu of 
contributions that would otherwise be re- 
quired to be made by the employer, 


and, for the purposes of this paragraph, the 
amount of the excess actuarial surplus under the 
defined benefit provisions of a pension plan with 
respect to an employer is, in relation to a recom- 
mendation pursuant to which contributions are 
made by the employer, the amount, if any, by 
which the amount of the actuarial surplus under 
the provisions with respect to the employer ex- 
ceeds the aggregate of 


(iii) the lesser of the amounts determined 
under subparagraphs 147.2(2)(d)(ii) and (iii) 
of the Act in relation to the employer and the 
recommendation, and 


(iv) where the effective date of the actuarial 
valuation prepared in connection with the rec- 
ommendation is before 1991, the amount, if 
any, by which 


(A) the aggregate amount of current ser- 
vice contributions that would, but for the 
actuarial surplus, have been required to be 
made in respect of the provisions by the 
employer and the employer’s employees 
for the period from the effective date of the 
actuarial valuation to December 31, 1990 


exceeds 


(B) the aggregate amount of current ser- 
vice contributions for that period made in 
the period by the employer and the em- 
ployer’s employees; and 
(c) the contribution would be an eligible contri- 
bution under subsection 147.2(2) of the Act if no 
contributions were prescribed for the purposes of 
that subsection and if that subsection were read 
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without reference to subparagraphs (d)(ii) and 
(iii) thereof. 


(3) Approval under paragraph 20(1)(s) of the 
Act — A contribution that'is made by an employer 
to a registered pension plan is described in this sub- 
section if 


(a) the Minister has approved the contribution 
under paragraph 20(1)(s) of the Act; and 


(b) the contribution would have been deductible 
under paragraph 20(1)(s) of the Act had that para- 
graph been applicable to the taxation year of the 
employer in which the contribution was made. 


(4) Contributions pursuant to collective 
bargaining agreement — A contribution that is 
made by an employer to a registered pension plan is 
described in this subsection if 


(a) it is made. to the plan before 1994; and 


(b) it is made pursuant to a collective bargaining 
agreement that was entered into before 1990. 


(5) Contributions pursuant to statute or by- 
law — A contribution that is made by an employer 
to a registered pension plan is described in this sub- 
section if 


(a) it is made to the plan in 1991; 


(b) it is made pursuant to a formula in a statute or 
by-law that was in existence on March 27, 1988; 
and 


(c) the formula was not amended after March 27, 
1988 and before the time the contribution is 
made. 


(6) Employer not entitled to reduce contribu- 
tions — A contribution that is made by an employer 
to a registered pension plan is described in this sub- 
section if 


(a) it is made to the plan before 1994; 
~(b) either 


(i) the terms of the plan require that contribu- 
tions made by the employer in respect of the 
defined benefit provisions of the plan be de- 
termined without regard to any actuarial sur- 
plus under the provisions, or 


(ii) there is a dispute as to whether the terms 
of the plan have the effect described in sub- 
paragraph (i) and steps are being taken to re- 
solve the dispute; 


(c) the contribution would be an eligible contri- 
bution under subsection 147.2(2) of the Act if no 
contributions were prescribed for the purposes of 
that subsection and if that subsection were read 
without reference to subparagraphs (d)(i1) and 
(iii) thereof; and 


(d) the contribution is acceptable to the Minister. 
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(7) Funding on termination basis — A contri- 
bution that is made by an employer to a registered 
pension plan is described in this subsection if 


(a) the contribution is made pursuant to a recom- 
mendation by an actuary in whose opinion the 
contribution is required to be made so that, if the 
plan is terminated immediately after the contribu- 
tion is made, it will have sufficient assets to pay 
benefits accrued under the defined benefit provi- 
sions of the plan, as registered, to the time the 
contribution is made; 


(b) the recommendation is based on an actuarial 
valuation that complies with the following 
conditions: 


- (i) the effective date of the valuation is not 
more than 4 years before the day on which the 
contribution is made, 


(ii) all assumptions made for the purposes of 
the valuation are reasonable at the time the 
valuation is prepared and at the time the con- 
tribution is made, 


(iii) the valuation is prepared in accordance 
with generally accepted actuarial principles 
applicable with respect to a valuation prepared 
on the basis that a plan will be terminated, and 


(iv) where more than one employer partici- 
pates in the plan, assets and actuarial liabili- 
ties are apportioned in a reasonable manner 
among participating employers; 


(c) the recommendation is approved by the Min- 
ister on the advice of the Superintendent of Fi- 
nancial Institutions; and 


(d) at the time the contribution is made, the plan 

is not a designated plan under section 8515. 
History: Subsec. 8516(7) added by P.C. 1995-17, subsec. 18(2), 
January 11, 1995, Canada Gazette, Part Il, January 25, 1995, appli- 
cable after 1988. 


(8) Contributions required by pension 
benefits legislation — A contribution that is 
made by an employer to a registered pension plan is 
described in this subsection if 


(a) the contribution 


(i) is required to be made to comply with the 
Pension Benefits Standards Act, 1985 or a 
similar law of a province, 


(ii) is made in respect of benefits under the 
defined benefit provisions of the plan as regis- 
tered, and 


(iii) is made pursuant to a recommendation by 
an actuary; 


(b) the recommendation is based on an actuarial 
valuation that complies with the following 
conditions: 


(i) the effective date of the valuation is not 
more than 4 years before the day on which the 
contribution is made, ; 
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(ii) all assumptions made for the purposes of 
the valuation are reasonable at the time the 
valuation is prepared and at the time the con- 
tribution is made, and 
(iii) where more than one employer partici- 
pates in the plan, assets and actuarial liabili- 
ties are apportioned in a reasonable manner 
among participating employers; 
(c) the recommendation is approved by the Min- 
ister on the advice of the Superintendent of Fi- 
nancial Institutions; and 


(d) at the time the contribution is made, the plan 
is not a designated plan under section 8515. 


History: Subsec. 8516(8) added by P.C. 1995-17, subsec. 18(2), 
January 11, 1995, Canada Gazette, Part Il, January 25, 1995, appli- 
cable after 1988. 


8517. Transfer — defined benefit to money 
purchase — (1) Prescribed amount — For the 
purposes of paragraph 147.3(4)(c) of the Act as that 
paragraph applies in respect of the transfer of an 
amount on behalf of an individual in full or partial 
satisfaction of the individual’s entitlement to benefits 
under a defined benefit provision of a registered pen- 
sion plan, and subject to subsections (2) and (3), the 
prescribed amount is the amount that is determined 
by the formula ; 
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Forms: T2151: Record of direct transfer of a “single amount”. 


(2) Minimum prescribed amount — Where an 
amount is transferred in full satisfaction of an indi- 
vidual’s entitlement to benefits under a defined ben- 
efit provision of a registered pension plan, the pre- 
scribed amount for the purposes of paragraph 
147.3(4)(c) of the Act in respect of the transfer is the 
greater of the amount that would, but for this subsec- 
tion, be the prescribed amount, and the balance, at 
the time of the transfer, in the individual’s net contri- 
bution account (within the meaning assigned by sub- 
section 8503(1)) in relation to the provision. 


(3) Plan wind-up or replacement — Where an 
amount is transferred before January 1, 1993, or such 
later date as is acceptable to the Minister, on behalf 
of an individual as a consequence of the winding-up 
of a registered pension plan or as a consequence of 
the replacement of a defined benefit provision of a 
registered pension plan by a money purchase provi- 
sion of another registered pension plan and either 


(a) the winding-up of the plan or the replacement 
of the provision commenced. at a time (in this 
subsection referred to as the “time of termina- 
tion’) before 1989, 


(b) at the time of termination, the plan had at 
least 5O members, and : 


(c) the plan was established at least 5 years 
- before the time of termination, 


or the condition in paragraph (a) is satisfied and the 
Minister waives the conditions in paragraphs (b) and 
(c), the prescribed amount for the purposes of para- 
graph 147.3(4)(c) of the Act in respect of the transfer 
is the amount so transferred. 


RPP in 1995, at which 
€ of her pension entitle 
De nt determined int 
unused portion of the trans- 
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(4) Amount of lifetime retirement benefits 
commuted — For the purposes of subsection (1), 
and subject to subsection (7), the amount of an indi- 
vidual’s lifetime retirement benefits under a defined 
benefit provision of a registered pension plan com- 
muted in connection with the transfer of an amount 
on behalf of the individual in full or partial satisfac- 
tion of the individual’s entitlement to benefits under 
the provision is the aggregate of 


(a) where retirement benefits have commenced to 
be paid under the provision to the individual, the 
amount (expressed on an annualized basis) by 
which the individual’s lifetime retirement bene- 
fits under the provision are reduced as a result of 
the transfer, 


(b) where retirement benefits have not com- 
menced to be paid under the provision to the indi- 
vidual, the amount (expressed on an annualized 
basis) by which the individual’s normalized pen- 
sion (computed in accordance with subsection 
(5)) under the provision at the time of the transfer 
is reduced as a result of the transfer, and 


(c) where, in conjunction with the transfer, any 
other payment (other than an amount that is trans- 
ferred in accordance with subsection 147.3(5) of 
the Act or that is transferred after 1991 in accor- 
dance with subsection 147.3(3) of the Act) is 
made from the plan in partial satisfaction of the 
individual’s entitlement to benefits under the pro- 
vision, the amount (expressed on an annualized 
basis) by which 

(i) if paragraph (a) is applicable, the individ- 

ual’s lifetime retirement benefits under the 

provision are reduced, and 
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(ii) if paragraph (b) is applicable, the individ- 
ual’s normalized pension (computed in accor- 
dance with subsection (5)) under the provision 
at the time of the payment is reduced, 


as a result of the payment, except to the extent 
that such reduction is included in determining, for 
the purposes of subsection (1), the amount of the 
individual’s lifetime retirement benefits under the 
provision commuted in connection with the trans- 
fer of another amount on behalf of the individual. 


(5) Normalized pensions — For the purposes of 
subsection (4), the normalized pension of an individ- 
ual under a defined benefit provision of a registered 
pension plan at a particular time is the amount (ex- 
pressed on an annualized basis) of lifetime retire- 
ment benefits that would be payable under the provi- 
sion at the particular time if 


(a) lifetime retirement benefits commenced to be 
- paid to the individual at the particular time, 


(b) where the individual has not attained 65 years 
of age before the particular time, the individual 
attained that age at the particular time; 


(c) all benefits to which the individual is entitled 
under the provision were fully vested; 


(d) where the amount of the individual’s lifetime 
retirement benefits would otherwise be deter- 
mined with a reduction computed by reference to 
the individual’s age, duration of service, or both, 
or with any other similar reduction, no such re- 
duction were applied; 


(e) where the amount of the individual’s lifetime 
retirement benefits depends on the amount of 
benefits provided under another benefit provision 
of the plan or under another plan or arrangement, 
a reasonable estimate were made of those other 
benefits; 


(f) where the individual’s lifetime retirement ben- 
efits would otherwise include benefits that the 
plan is required to provide by reason of a desig- 
nated provision of the law of Canada or a prov- 
ince, or that the plan would be required to pro- 
vide if each such provision were applicable to the 
plan with respect to all its members, such benefits 
were not included; and 


(g) except as otherwise provided by subsection 
(6), where the amount of the individual’s lifetime 
retirement benefits depends on 


(i) the form of benefits provided with respect 
to the individual under the provision (whether 
or not at the option of the individual), includ- 
ing 


(A) the benefits to be provided after the 
death of the individual, 


(B) the amount of retirement benefits, 
other than lifetime retirement benefits, pro- 
vided to the individual, or 
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(C) the extent to which the lifetime retire- 
ment benefits will be adjusted to reflect 
changes in the cost of living, or 


(11) circumstances that are relevant in deter- 
mining the form of benefits, 


the form of benefits and the circumstances were 
such as to maximize the amount of the individ- 
ual’s lifetime retirement benefits on commence- 
ment of payment. 


(6) Optional forms — Where 


(a) the terms of a defined benefit provision of a 
registered pension plan permit an individual to 
elect to receive additional lifetime retirement 
benefits in lieu of benefits that would, in the ab- 
sence of the election, be payable after the death 
of the individual if the individual dies after retire- 
ment benefits under the provision commence to 
be paid to the individual, and 


(b) the elections available to the individual in- 
clude an election 


(i) to receive additional lifetime retirement 
benefits, not exceeding additional benefits de- 
termined on an actuarially equivalent basis, in 
lieu of all ora portion of a guarantee that re- 
tirement benefits will be paid for a minimum 
period of 10 years or less, or 


(ii) to receive additional lifetime retirement 
benefits in lieu of retirement benefits that 
would otherwise be payable to a spouse or 
former spouse (in this subparagraph referred 
to as the “‘spouse’’) of the individual for a pe- 
riod commencing after the death of the indi- 
vidual and ending with the death of the 
spouse, where 


(A) the election may be made only if the 
life expectancy of the spouse is. signifi- 
cantly shorter than normal and has been so 
certified in writing by a medical doctor li- 
censed to practise under the laws of a 
province or of the place where the spouse 
resides, and 
(B) the additional benefits do not exceed 
additional benefits determined on an actua- 
rially equivalent basis and on the assump- 
tion that the spouse has a normal life 
expectancy, 
paragraph (5)(g) applies as if 
(c) the election described in subparagraph (b)(i) 
were not available to the individual, and 


(d) where the particular time the normalized pen- 
sion of the individual is determined under subsec- 
tion (5) is after 1991, the election described in 
subparagraph (b)(ii) were not available to the 
individual. 


(7) Replacement benefits — Where 


(a) an amount is transferred on behalf of an indi- 
vidual in full or partial satisfaction of the individ- 
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ual’s entitlement to benefits under a defined ben- 
efit provision (in this subsection referred to as the 
“particular provision”) of a registered pension 
plan, 


(b) in conjunction with the transfer, benefits be- 
come provided to the individual under another 
defined benefit provision of the.plan or under a 
defined benefit provision of another registered 
pension plan, and 


(c) an employer who participated under the par- 
ticular provision for the benefit of the individual 
also participates under the other provision for the 
individual’s benefit, 


the amount of the individual’s lifetime retirement 
benefits under the particular provision commuted in 
connection with the transfer is the amount that would 
be determined under subsection (4) if the benefits 
provided under the other provision were provided 
under the particular provision. 


Interpretation Bulletins: [T-528: Transfers of funds between 
registered plans. 


8518. Pension adjustment limits — (1) Subsec- 
tion 147.1(8) of the Act does not apply to render a 
registered pension plan a revocable plan at the end of 
a calendar year by reason that a pension adjustment, 
or an aggregate of pension adjustments, of an indi- 
vidual for the year is excessive where the subsection 
would not so apply if the individual’s pension adjust- 
ments for the year were determined without the in- 
clusion of those pension credits, if any, of the indi- 
vidual for the year under deferred profit sharing 
plans that are described in subsection (2). 


(2) For the purposes of subsection (1), a pension 
credit (as determined under Part LX XXIII) of an in- 
dividual for a year under a deferred profit sharing 
plan is described in this subsection if 


(a) it is a pension credit with respect to an em- 
ployer by whom the individual ceased to be em- 
ployed in the year; and 


(b) it includes the amount of a contribution made 
to the plan in the year by the employer with re- 
spect to the individual that was based, in whole or 
in part, on the individual’s remuneration for the 
preceding year. 


8519. Association of benefits with time peri- 
ods — Where, for the purposes of Part LX XXIII or 
this Part or subsection 147.1(10) of the Act, it is nec- 
essary to associate benefits provided under a defined 
benefit provision of a pension plan with periods of 
time, the association shall be made in a manner ac- 
ceptable to the Minister. 


8520. Minister’s actions — For the purposes of 
this Part, a waiver, extension of time or other modifi- 
cation of the requirements of this Part granted by the 
Minister or an approval by the Minister in respect of 
any matter is not effective unless it is in writing and 
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expressly refers to the requirement that is modified 
or the matter in respect of which the approval is 
given. 


Part LXXXVI — Taxable 
Capital Employed in Canada 


History: Part LXXXVI (ss. 8600-8604) enacted by P.C. 1994-556, 
s. 2, April 14, 1994, Canada Gazette, Part II, May 4, 1994. See 
sections for application. _ 


$600. [Definitions] — For the purposes of this Part 
and Part 1.3 of the Act, 


“attributed surplus” for a taxation year, in respect 
of an insurance corporation that was throughout the 
year not resident in Canada, means the amount deter- 
mined under subsection 2405(3). to be the corpora- 
tion’s attributed surplus for the year; 


‘Canadian assets” of a corporation that is a finan- 
cial institution (as defined in subsection 181(1) of 
the Act) at any time in a taxation year means, in re- 
spect of the year, the amount, if any, by which 


(a) the total of all amounts each of which is the 
amount at which an asset of the corporation 
(which asset is required, or, if the corporation 
were a bank to which the Bank Act applied, 
would be required, to be reflected in a return 
under subsection 223(1) of the Bank Act, as that 
Act read on May 31, 1992, if that return were 
prepared on a non-consolidated basis) would be 
shown on the corporation’s balance sheet at the 
end of the year if its balance sheet were prepared 
on a non-consolidated basis 


exceeds the total of 
(b) the investment allowance of the corporation 


for the year determined. under subsection 


181.3(4) of the Act, and 


(c) the total of all amounts each of which is the 
amount outstanding at the end of the year on ac- 
count of a deposit made by the corporation that is 
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described in paragraph (c) of the definition “eligi- 
ble loan” in subsection 33.1(1) of the Act; 


“Canadian premiums” for a taxation year, in re- 
spect of an insurance corporation that was resident in 
Canada at any time in the year and throughout the 
year did not carry on a life insurance’ business, 

means the total of the insurance corporation’ s net 
premiums for the year 


(a) in respect of insurance on Sagat situated in 
Canada, and 


(b) in respect of insurance, other than on prop- 
erty, from contracts with persons resident in 
Canada, 


and, for the purposes of this dafininiset ‘net premi- 
ums” has the same meaning as in subsection 403(2), 
and subsection 403(3) applies as if the references 
therein to “province” were read as references to 
“country”; 


“Canadian reserve liabilities’ as at-the end of a 
taxation year, in respect of an insurance corporation 
that was resident in Canada at any time during the 
year and carried on a life insurance business at any 
time in the year, has the same Paget et as in subsec- 
tion 2405(3);. 


“permanent establishment” has the same meaning 
as in subsection 400(2); 


“total assets’ of.a corporation that is a financial in- 
stitution (as defined in subsection 181(1).of the Act) 
at any time in a taxation year means, in respect of 
that year, the amount, if any, by which 


(a) the total of all amounts each.of which is the 
amount at which an asset of the corporation 
would be shown on the corporation’s balance 
sheet at the end of the year if its balance sheet 
were prepared on a non-consolidated basis _ 


exceeds 


(b) the investment allowance of the corporation 
for the year determined under subsection 
181. 3(4) of the Act; 


“total premiums” for a taxation year, in respect of 
an insurance corporation that was resident in Canada 
at any time in the year and throughout the year did 
not carry on a life insurance business, means the to- 
tal of the corporation’s net premiums for the year (as 
defined in subsection 403(2)) that are included in 
computing its income under Part I of the Act; 
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“total reserve liabilities” as at the end of a taxation 
year, in respect of an insurance corporation that was 
resident in Canada at any time during the year and 
carried on a life insurance business at any time in the 
year, has the same meaning as in subsection 2405(3). 


History: S. 8600 enacted by P.C. 1994-556, s. 2, April 14, 1994, 
Canada Gazette, Paft I], May 4, 1994, applicable with respect to 
taxation years ending after June 30, 1989. 


8601. [Prescribed proportion of taxable capi- 
tal] — For the purpose of determining the taxable 
capital employed in Canada of a corporation for a 
taxation year under subsection 181.2(1) of the Act, 
the prescribed proportion of the corporation’s taxa- 
ble capital (as determined under Part I.3 of the Act) 
for the year is the amount determined by the formula 


B 
AK 
C 


where 


A is the taxable capital (as determined under Part 
1.3 of the Act) of the corporation for the year, 


Bis the total of all amounts each of which is the 
amount, determined in accordance with Part IV 
(or, in the case of an airline corporation, that 
would be so determined if the corporation had a 
permanent establishment in every province and if 
paragraphs 407(1)(a) and (b) were read without 
reference to the words “in Canada’’), of the cor- 
poration’s taxable income earned in the year in a 
particular province or the amount of its taxable 
income that would, pursuant to that Part, be 
earned in the year in a province if all permanent 
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establishments of the corporation in Canada were 
ina province, and 


C is the corporation’s taxable income for the year, 


except, that, where the corporation’s taxable income 
for the year is nil, the corporation shall, for the pur- 
poses of this section, be deemed to have a taxable 
income for the year of $1,000. 

History: S. 8601 enacted by P.C, 1994-556, s. 2, April 14, 1994, 


Canada Gazette, Part Ul, May 4, 1994, applicable with respect to 
taxation rit ending after June 30, 1989. 


8602. [Prescribed proportion of amount 


-under s. 123.2] — For the purposes of paragraph 


(b) of the definition “Canadian surtax payable” in 
subsection 125.3(4) of the Act, the prescribed pro- 
portion of the amount determined under section 
123.2 of the Act in respect of a corporation for a tax- 
ation year is the amount determined by the formula 
AX.= 

C 


where 


A is the amount determined under section 123.2 of 
the Act in respect of the corporation for the year; 
B is aT : | 
(a) where the corporation carried on a life in- 
surance business at any time in the year, the 
corporation’s taxable capital (as determined 
under Part I.3 of the Act) for the year, and 
~ (b) 1n any other case, the corporation’s taxable 
capital employed in Canada (as would be de- 
termined under Part I.3 of the Act if that Part 


were read without reference to paragraphs 
181.3(1)(a) and (b) thereof) for the year; and 


C_ is the corporation’s taxable capital (as determined 
under Part I.3 of the Act) for the year. 

History: S. 8602 enacted by P.C. 1994-556, s. 2, April 14, 1994, 

Canada Gazette, Part Il, May 4, 1994, applicable with respect to 

taxation years ending after June 30, 1989. 


8603. [Definitions] — For the purposes of Part VI 
of the Act, 


(a) “Canadian assets” of a corporation that is a 
financial institution (as defined in subsection 
190(1) of the Act) at any time in a taxation year 
means, in respect of that year, the amount that 
would be determined under the definition “Cana- 
dian assets” in section 8600 in respect of the cor- 
poration for the year if the reference in that defi- 
nition to “subsection 181(1)” were read as a 
reference to “subsection 190(1)” and paragraph 
(b) of that definition were read as follows: © 


“(b) the total determined under section 

_ 190.14 of the Act in respect of the corpora- 
tion’s investments for the year in financial 
institutions related to it, and”; 


(b) “total assets” of a corporation that is a finan- 
cial institution (as defined in subsection 190(1) of 
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the Act) at any time in a taxation year means, in 
respect of that year, the amount that would be de- 
termined under the definition “total assets” in 
section 8600 in respect of the corporation for the 
year if the reference in that definition to “subsec- 
tion 181(1)” were read as a reference to “subsec- 
tion 190(1)” and paragraph (b) of that definition 
were read as follows: 


“(b) the total determined under section 
190.14 of the Act in respect of the corpora- 
tion’s investments for the year in financial 
institutions related to it;”; and 


(c) “attributed surplus’, “Canadian reserve liabili- 
ties” and “total reserve liabilities” have the same 
respective meanings as in section 8600. 


History: S. 8603 enacted by P.C. 1994-556, s. 2, April 14, 1994, 
Canada Gazette, Part Il, May 4, 1994, applicable to 1990 et seq. 


8604. [Prescribed corporations] — For the pur- 
poses of paragraph (g) of the definition “financial in- 
stitution” in subsection 181(1) of the Act, each of the 
following corporations is a prescribed corporation: 


(a) a corporation of which all or substantially all 
of the assets are shares or indebtedness of finan- 
cial institutions (as defined in that subsection) to 
which the corporation is related; 


(b) AVCO Financial Services Canada Limited; 
(c) AVCO Financial Services Realty Limited; 
(d) AVCO Financial Services Quebec Limited; 


(e) General Motors Acceptance Corporation of 
Canada, Limited; 


(f) Household Financial Corporation Limited; 
(g) Household Finance Corporation of Canada; 
(h) Household Realty Corporation Limited; 

(i) Merchant Retail Services Limited; 

(j) Superior Acceptance Corporation Limited, 
(k) Superior Credit Corporation Limited, 

(1) Crédit Industriel Desjardins; 

(m) Beneficial Canada Inc.; 

(n) Beneficial Realty Ltd.; 

(0) RT Mortgage-Backed Securities Limited; 
(p) RT Mortgage-Backed Securities II Limited; 
(q) T. Eaton Acceptance Co. Limited; 

(r) National Retail Credit Services Limited; 

(s) Ford Credit Canada Limited; 

(t) Principal Fund Incorporated; 

(u) Farm Credit Corporation; and 


(v) Canadian Cooperative Agricultural Financial 
Services. 
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considered 


pRageeee a meenanient® | 
A robes extenc 


February 24, 4998: (G4) That corporations pres 
cial institutions for the purposes of Part 1.3 of t 
after 1998 as financial institutions for the purposes: of Part lof the 


Reg. 
S. 8605(1)(b) (ii) 


History: S. 8604 enacted by P.C. 1994-556, s. 2, April 14, 1994, 
Canada Gazette, Part Il, May 4, 1994, applicable as follows: that 
portion of s. 8604 preceding para. (b) applicable to 1989 et seq.; 
paras. 8604(b)-(k) applicable to 1991 et seg., and, where a particu- 
lar corporation prescribed therein so elects by notifying the Minister 
of National Revenue in writing before 1995, to taxation years end- 
ing after June 30, 1989 and before 1991 of the particular corpora- 
tion and all corporations related to the particular corporation; paras. 
8604(1)-(n) applicable to 1994 et seq., and where a particular corpo- 
ration referred to in any of those paras. so elects by notifying the 
Minister of National Revenue in writing before 1995, to the taxation 
years ending after June 30, 1989 and before 1994 of the particular 
corporation and of all corporations related to the particular corpora- 
tion; paras. 8604(0) and (p) applicable to 1992 et seqg.; paras. (q) to 
(u) applicable to 1994 et seg., and where a particular corporation 
referred to in any of those paras. so elects by notifying the Minister 
of National Revenue in writing before 1995, to the taxation years 
ending after 1992 and before 1994 of the particular corporation and 
of all corporations related to the particular corporation; and para. 
8604(v) applicable to taxation years commencing after 1993. 


8605. (1) For the purposes of subclause 
181.3(1)(c)Gi)(AJUD and clause 190.11(b)G)(B) of 
the Act, the amount prescribed in respect of a partic- 
ular corporation for a taxation year ending at a par- 
ticular time is the total of all amounts each of which 
is the amount determined in respect of a corporation 
that is, at the particular time, a foreign insurance 
subsidiary of the particular corporation, equal to the 
amount, if any, by which 


(a) the amount by which the total, at the end of 
the subsidiary’s last taxation year ending at or 
before the particular time, of 


(i) the amount of the subsidiary’s long-term 
debt, and 


(ii) the amount of the subsidiary’s capital 
stock (or, in the case of an insurance corpora- 
tion incorporated without share capital, the 
amount of its member’s contributions), re- 
tained earnings, contributed surplus and any 
other surpluses 


exceeds the total of 


(iii) the amount of the subsidiary’s deferred 
tax debit balance at the end of the year, and 


(iv) the amount of any deficit deducted in 
computing the subsidiary’s shareholders’ eq- 
uity at the end of the year 


exceeds the total of all amounts each of which is 


(b) the carrying value to its owner at the particu- 
lar time for the taxation year that includes the 
particular time of a share of the subsidiary’s capi- 
tal stock or its long term debt that is owned at the 
particular time by 


(i) the particular corporation, 


(ii) a subsidiary of the particular corporation, 
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(iii) a corporation 
(A) that is resident in Canada, 
(B) that carried on a life insurance busi- 
ness in Canada at any time in its taxation 
year ending at or before the particular 
time, and | 
(C) that is 
(1) a corporation of which the particular 
corporation is a subsidiary, or 
(I) a subsidiary of a corporation de- 
scribed in subclause (1), or 
(iv) a subsidiary of a corporation described in 
subparagraph (iii), 
(c) the carrying value to its owner, for the taxa- 
tion year of the owner that includes the particular 
time, of the subsidiary’s long-term debt that was 
owned by a corporation referred to or described 
in any of subparagraphs (b)(i) to (iv), or 
(d) an amount included under paragraph (a) in re- 
spect of any surplus of the subsidiary contributed 
by a corporation described in any of subpara- 
graphs (b)(i) to (iv), other than an amount in- 
cluded under paragraph (b) or (c). 


2) 


(2) For the purposes of  subclause 
181.3(1)(c)(ii)(A) CID and clause 190.11(b)G)(C) of 
the Act, the amount prescribed in respect of a p \rtic- 
ular corporation for a taxation year ending at a par- 
ticular time is the total of all amounts each. of which 
is the amount determined in respect of a corporation 
that is, at the particular time, a foreign insurance 
subsidiary of the particular corporation, equal to the 
amount, if any, by which 


(a) the total of the amounts determined under 
paragraphs (1)(b).and (c) in respect of the subsid- 
iary for the year 


exceeds 


(b) the amount determined under paragraph (J )(a) 
in respect of the subsidiary for the year. 


(3) For the © purposes of — subclause 
181.3(1)(c)(ii)(A)(V) and clause 190.11(b)(@)(E) of 
the Act, the amount prescribed in respect of a partic- 
ular corporation for a taxation year ending at a par- 
ticular time means the total of all amounts each of 
which would be the total reserve liabilities (as de- 
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fined in subsection 2405(3)) of a foreign insurance 
subsidiary of the particular corporation as at the end 
of the subsidiary’s last taxation year ending at or 
before the particular time if the subsidiary were re- 
quired by law to report to the Superintendent of Fi- 
nancial Institutions for that year. 


(4) The definitions in this subsection apply in this 
section. 


‘foreign insurance subsidiary” of a particular cor- 
poration at any time means a non-resident corpora- 
tion that 
(a) carried on a life insurance business through- 
out its last taxation year ending at or before that 
time, 
(b) did not carry on a life insurance business in 
Canada at any time in its last taxation year ending 
at or before that time, and 


(c) is at that time 


(i) a subsidiary of the particular corporation, 
and 


(ii) not a subsidiary of any corporation that 
(A) is resident in Canada, 


(B) carried on a life insurance business in 
Canada at any time in its last taxation year 
ending at or before that time, and 


(C) is a subsidiary of the particular 
corporation. 


“subsidiary” of a corporation (in this definition re- 
ferred to as the “‘parent corporation”) means a corpo- 
ration controlled by the parent corporation where 
shares of each class of the capital stock of the corpo- 
ration having a fair market value of not less than 
75% of the fair market value of all of the issued and 
outstanding shares of that class belong to 


(a) the parent corporation, 
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Part LX XX VII — National Arts Service Organizations S. 8700 


(b) a corporation that is a subsidiary of the parent 
corporation, or 


(c) any combination of corporations each of 
which is a corporation referred to in paragraph (a) 
or described in paragraph (b). 

History: S. 8605 added by P.C. 1996-1597, s. 1, October 24, 1996, 


Canada Gazette, Part Il, November 13, 1996, applicable to 1991 et 
seq. 


Part LXXXVII — National 
Arts Service Organizations 


History: Part LXXXVII (s. 8700) added by P.C. 1994-139, s. 16, 
January 27, 1994, Canada Gazette, Part II, February 9, 1994, appli- 
cable after July 13, 1990. 


8700. For the purposes of paragraph 149.1(6.4)(d) of 
the Act, the following conditions are prescribed for a 
national arts service organization: 


(a) the organization is an organization 


(i) that is, because of paragraph 149(1)(1) of 
the Act, exempt from tax under Part I of the 
Act; 


(11) that represents, in an official language of 
Canada, the community of artists from one or 
more of the following sectors of activity in the 
arts community, that is, theatre, opera, music, 
dance, painting, sculpture, drawing, crafts, de- 
sign, photography, the literary arts, film, 
sound recording and other audio-visual arts, 
and such other sectors of artistic activity re- 
lated to the creation or performance of works 
of art as the Minister of Communications may 
recognize, 


(iii) no part of the income of which may be 
payable to, or otherwise available for the per- 
sonal benefit of, any proprietor, member, 
shareholder, trustee, or settlor of the organiza- 
tion, except where the payment is for services 
rendered or is an amount to which paragraph 
56(1)(n) of the Act applies in respect of the 
recipient, 


(iv) all of the resources of which are devoted 
to the activities and objects described in its 
application for its last designation by the Min- 
ister of Communications pursuant to para- 
graph 1491.1(6.4)(a) of the Act, 


(v) more than 50 per cent of the directors, 
trustees, officers or other officials of which 


a municipality, or a registered charity (other 
than a club, society or association described in 
paragraph 149(1)(1) of the Act or a private 
foundation as that term is defined in para- 
graph 149.1(1)(f) [149.1(1)“private founda- 
tion” ] of the Act); and 


(b) the activities of the organization are confined 
to one or more of 


(i) promoting one or more art forms, 


(ii) conducting research into one or more art 
forms, 

(iii) sponsoring arts exhibitions or 
performances, 

(iv) representing interests of the arts commu- 
nity or a sector thereof (but not of individuals) 
before governmental, judicial, quasi-judicial 
or other public bodies, 


(v) conducting workshops, seminars, training 
programs and similar development programs 
relating to the arts for members of the organi- 
zation, in respect of which the value of bene- 
fits received or enjoyed by members of the or- 
ganization is required by paragraph 56(1)(aa) 
of the Act to be included in computing the in- 
comes of those members, 


(vi) educating the public about the arts com- 
munity or the sector represented by the 
organization, 

(vii) organizing and sponsoring conventions, 
conferences, competitions and special events 
relating to the arts community or the sector 
represented by the organization, 


(viii) conducting arts studies and surveys of 
interest to members of the organization relat- 
ing to the arts community or the sector repre- 
sented by the organization, 


(ix) acting as an information centre by main- 
taining resource libraries and data bases relat- 
ing to the arts community or the sector repre- 
sented by the organization, 


(x) disseminating information relating to the 
arts community or the sector represented by 
the organization, and 

(xi) paying amounts to which paragraph 
56(1)(n) of the Act applies in respect of the 
recipient and which relate to the arts commu- 
nity or the sector represented by the 
organization. 


deal with each other at arm’s length, and 1995, c. 11: S. 46 of 1995, c. 11, in force July 12, 1996, provides 


(vi) no more than 50 per cent of the property 
of which at any time has been contributed or 
otherwise paid into the organization by one 
person or by members of a group of persons 
who do not deal with each other at arm’s 
length and, for the purposes of this subpara- 
graph, a reference to any person or to mem- 
bers of a group does not include a reference to 
Her Majesty in right of Canada or a province, 


as follows: 


46. Other references — Every reference made to the Minis- 
ter of Communications, the Minister of Multiculturalism and 
Citizenship and the Secretary of State of Canada in relation to 
any matter to which the powers, duties and functions of the 
Minister of Canadian Heritage extend by virtue of this Act, in 
any other Act of Parliament or in any order, regulation or 
other instrument made under any Act of Parliament shall, un- 
less the context otherwise requires, be read as a reference to 
the Minister of Canadian Heritage. 
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Part LXXXVIII _ Income Tax Regulations 
Part LXXXVIII — Disability- ~~ Part XC — Financial 
related Modifications and Institutions — Prescribed 
Apparatus _ Entities and Securities | 
History: Part LXXXVIII (s. 8800) added by P.C. 1993-2026, De- [Proposed] 


cember 9, 1993, Canada Gazette, Part Il, December 29, 1993, appli- 
cable with respect to renovations and alterations made after 1990. 


8800. The renovations and alterations that are pre- 
scribed for the purposes of paragraph 20(1)(qq) of 
the Act are re 


(a) the installation of 
(i) an interior or exterior ramp; or 
(ii) a hand-activated electric door opener; and 


(b) a modification to a bathroom, elevator or 
doorway to accommodate its use by a person in a 
wheelchair. : 


8801. The devices and. equipment that are prescribed 
for the purposes of paragraph 20(1)(rr) of the Act are 


(a) an elevator car position indicator, such as a 
braille panel or an audio signal, for individuals 
having a sight impairment; 


(b) a visual fire alarm indicator, a listening device 
for group meetings or a telephone device, for in- 
dividuals having a hearing impairment; and 


(c) a disability-specific computer software or 
hardware attachment. 


History: Para. 8801(c) added by P.C. 1995-579, April 4, 1995, 
Canada Gazette, Part II, April 19, 1995, applicable to computer at- 
tachments for which amounts are paid by the taxpayer after Febru- 
ary 25, 1992. 


S. 8801 added by P.C. 1993-2026, December 9, 1993, Canada Ga- 
zette, Part Il, December 29, 1993, applicable with respect to devices 
or equipment for which amounts are paid by the taxpayer after Feb- 
ruary 25, 1992. 


Part LXXXIX — Prescribed 
_. Organizations 


8900. For the purposes of paragraph 110(1)(f) of the 
Act, 


(a) the United Nations, and any specialized 
agency that is brought into relationship with the 
United Nations in accordance with Article 63 of 
the Charter of the United Nations, are prescribed 
international organizations; and 


(b) the International. Air Transport Association 
and the International Society. of Aeronautical 
Telecommunications are prescribed international 
non-governmental organizations. 


History: S. 8900 added by P.C. 1995-663, s. 1, April 26, 1995, 
Canada Gazette, Part Il, May 17, 1995, applicable to 1991 et seq., 
except that para. 8900(b) applies only to 1993 et seq. 
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Part XCI — Financial 
Institutions — Income from 
Specified Debt Obligations 

[Proposed] 


2476 


Reg. 
S. 9102(1)(a) 


Part XCI — FIs — Income, Specified Debt Obligations 


gations not in default — - For the 
parag ph 9101(1)(a), a taxpayer's ac- 
yt a taxation year from a fixed pay- 
gation, under which each payment re- 
be made before the end of the year was 
the debtor when it was required to be 
a be determined in accordance with the 


- obligation or e year ee is reat 
the amount of the adjustment. 
Technical Notes: Paragraph 142. 3(1 fa) of the Act requires a ‘ 


financial institution that holds a specified debt obligation ‘in a lax-— 
ation year to include a prescribed amount in income in tespect of _ 


a determine, in the primary currency of the 
_ obligation, the portion of the taxpayer’s total re- 
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he main. 


Reg. 
S. 9102(3) is Income Tax Regulations 
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the formula 
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Part XCIl — Financial 
Institutions — Disposition of 
Specified Debt Obligations 
[Proposed] 
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Part XCII — Fls — Specified Debt Obligations S. 9203(1) 


bs and losses a the eee : 
ations are amortized to profit for 
of the taxpayer's financial state- 
ie method used for the purpose of : 
er’s financial statements. | 


— jotes: Section 9203 contains rules for deena: 
Pee ded i debe ootizaton 4 dis f the residual portion of a gain or loss from the dis- 
in the same transaction. . i. | specified debt obligation that must be recognized 


Reg. 
S. 9203(1) _ Income Tax Regulations 
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ly all of ie business. | 
sal Notes: Where an insurer has transferred an insurance 
to another corporation on a rollover basis pursuant to_ 


Reg. 
S. 9204(3) Income Tax Regulations 


Part XCIIl — Film or Video 
Production Services Tax 
Credit [Proposed] __ 
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Schedule 1— Ranges of Remuneration Sch. I 


Schedule | — (Secs. 100, 102 and 
106) Ranges of Remuneration 
and of Total Remuneration 


1. For the purposes of paragraph 102(1)(c), the 
ranges of remuneration for each pay period in a taxa- 
tion year shall be determined as follows: 
(a) in respect of a daily pay period, the ranges of 
remuneration shall commence at $28 and increase 


in increments of $1 for each range up to and in- 
cluding $81.99; 


(b) in respect of a weekly pay period, the ranges 
of remuneration shall commence at $129 and in- 
‘crease in increments of 


(i) $2 for each range up to and including 
$233.99, 


(ii) $4 for each range from $237 to $456.99, 
(iii) $8 for each range from $457 to $896.99, 


(iv) $12 for each range from $897 to 
$1,556.99, 

(v) $16: for each range from $1,557 to 
$2,436.99, and 
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(vi) $20 for each range from $2,437 to 
$3,536.99; 


(c) in respect of a bi-weekly pay period, the 
ranges of remuneration shall commence at $259 
and increase in increments of 


(i) $4 for each range up to and including 
$474.99, 


(ii) $8 for each range from $475 to $914.99, 


Gii) $16 for each range from $915 to 
$1,794.99, 


(iv) $24 for each range from $1,795 to 
$3,114.99, 


(v) $32 for each range from $3,115 to 
$4,874.99, and 


(vi) $40 for each range from $4,875 to 
$7,074.99; 


(d) in respect of a semi-monthly pay period, the 
ranges of remuneration shall commence at $280 
and increase in increments of 


(i) $4 for each range up to and including 
$495.99, 


(ii) $8 for each range from $496 to $935.99, 
(iii) $18 for each range’ from $936 to 
$1,925.99, 
(iv) $26 for each range from $1,926 to 
$3,355.99, 
(v) $34 for each range from $3,356 to 
$5,225.99, and 
(vi) $44 for each range from $5,226 to 
$7,645.99; 
(e) in respect of 12 monthly pay periods, the 
ranges of remuneration shall commence at $561 
and increase in increments of 
(i) $8 for each range up to and including 
$992.99, 
(ii) $18 for each range from $993 to 
$1,982.99, 
(iii) $34 for each range from $1,983 to 
$3,852.99, 
(iv) $52 for each range from $3,853 to 
$6,712.99, 
(v) $70 for each range from $6,713 to 
$10,562.99, and 
(vi) $86 for each range from $10,563 to 
$15,292.99; 
(f) in respect of 10 monthly pay periods, the 


ranges of remuneration shall commence at $673 
and increase in increments of 


(i) $10 for each range up to’ and including 
$1,212.99, 
(ii) $20 for each range from $1,213 to 
Doe Leet, 
(iii) $42 for each range from $2,313 to 
$4,622.99, 
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(iv) $62 for each range from $4,623 to 
$8,032.99, 


(v) $84 for each range from $8,033 to 
$12,652.99, and 


(vi) $104 for each range from $12,653 to 
$18,372.99; 


(g) in respect of four-week pay periods, the 
ranges of remuneration shall commence at $518 
and increase in increments of 


(i) $8 for each range up to and including 
$949.99, 


(ii) $16 for each range from $950 to 
$1,829.99, 


(iii) $32 for each range from $1,830 to 
$3,589.99, 


(iv) $48 for each range from $3,590 to 
$6,229.99, 


(v) $64 for each range from $6,230 to 
$9,749.99, and 


(vi) $80 for each range from $9,750 to 
$14,149.99; and 


(h) in respect of 22 pay periods per annum, the 
ranges of remuneration shall commence at $306 
and increase in increments of 


(i) $5 for each range up to and including 
$575.99, 

(ii) $10 for each range from $576 to 
$1,125.99, 

(ii) $18 for each range from $1,126 to 
$2,115.99, 

(iv) $28 for each range from $2,116 to 
$3,655.99, 

(v) $38 for each range from $3,656 to 
$5,745.99, and 


(vi) $48 for each range from $5,746 to 
$8,385.99. 


2. For the purposes of paragraph 102(2)(e), the 
ranges of remuneration for a taxation year shall com- 
mence at $8,300 and increase in increments of 


(a) $1,000 for each range up to and including 
$17,299.99; 
(b) $2,000 for each range from $17,300 to 
$57,299.99; 
(c) $3,000 for each range from $57,300 to 
$72,299.99; 
(d) $4,000 for each range from $72,300 to 
$92,299.99; 
(e) $5,000 for each range from $92,300 to 
$117,299.99; 
(f) $6,000 for each range from $117,300 to 
$147,299.99; 


(g) $7,000 for each range from $147,300 to 
$182,299.99: 
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(h) $8,000 for each range from $182,300 to 
$222,299.99; 


(i) $9,000 for each range from $222,300 to 
$267,299.99; 


(j) $10,000 for each range from $267,300 to 
$317,299.99; 


(k) $20,000 for each range from $317,300 to 
$417,299.99; and 


(1) $30,000 for each range from $417,300 to 
$567,299.99. | | 


3. For the purposes of paragraph 102(2)(e), the 
ranges of personal credits and expenses for a taxa- 
tion year shall commence at $1,500 and increase in 
increments of 


(a) $1,000 for each range up to and including 
$4,499.99; 

(b) $2,000 for each range from $4,500 to 
$8,499.99; 

(c) $2,500 for 
$13,499.99; 


each range from $8,500 to 


(d) $3,000 for-each range from $13,500 to — 


$19,499.99; 


(e) $3,500 for each range 
$26,499.99; 


(f) $4,000 for each range 
$34,499.99; 


(g) $4,500 for each range from $34,500. to 
$43,499.99; 


(h) $5,000 for each range from $43,500 to 
$53,499.99; and : 


(i) $5,500 for each range 
$58,999.99. 


History: Para. 1(d) of Sch. I amended by P.C. 1996-501, s. 1, April 
16, 1996, Canada Gazette, Part Il, May 1, 1996, effective from Jan- 
uary 1, 1996. 


Para. 1(d) of Sch. I amended by P.C. 1994-1370, 5. 3, August 16, 
1994, Canada Gazette, Part Il, September 7, 1994, effective from 
January 1, 1994. 


Ss. 1, 2 amended, 3 added, by P.C. 1992-2347, ss. 4, 5, November 
19, 1992, Canada Gazette, Part Il, December 2, 1992, effective Jan- 
uary 1, 1992. 


Para. 1(b) to (h) of Sch. I amended by P.C. 1992-291, s. 3, February 
20, 1992, Canada Gazette, Part II, March 11, 1992, effective July 1, 
1991. 


Paras. 1(b) to (h) of Sch. I amended by P.C. 1991-1643, s. 4, Sep- 
tember 5, 1991, Canada Gazette, Part II, September 25, 1991, effec- 
tive January 1, 1991. 


Paras. 1(a) to (h) of Schedule I amended by P.C. 1991-732, ss. 3, 4, 
April 18, 1991, Canada Gazette, Part Il, May 8, 1991, effective Jan- 
uary 1, 1990. 

Paras. 1(e) to (g) substituted by P.C. 1990-432, s. 3, March 8, 1990, 
Canada Gazette, Part Il, March 28, 1990, effective January 1, 1989. 
Schedule I substituted by P.C. 1989-2105, s. 7, October 19, 1989, 
Canada Gazette, Part Il, November 8, 1989, effective July 1, 1988. 


S. 1 substituted by P.C. 1988-1041, s. 3, June 2, 1988, Canada Ga- 
zette, Part II, June 22, 1988, effective January 1, 1988. 


from $19,500 to 


from $26,500 to 


from $53,500 to 
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S. 1 substituted by P.C. 1987-1478, s. 4, July 30, 1987, Canada Ga- 
zette, Part Il, August 19, 1987, effective January 1, 1987. 


Schedule I substituted by P.C. 1986-1345, s. 4, June 5, 1986, Can- 
ada Gazette, Part Il, June 25, 1986, effective January 1, 1986. (This 
effective date was confirmed by P.C. 1986-2070, September 11, 
1986, Canada Gazette, Part Il, October 1, 1986.) 


Schedule I substituted by P.C. 1985-1645, s. 4, May 16, 1985, Can- 
ada Gazette, Part Il, May 29, 1985, effective January 1, 1985. 


Paras. I(a) to (h) substituted by P.C. 1984-3918, December 6, 1984, 
Canada Gazette, Part Il, Decémber 26, 1984, effective July 1, 1984. 


Ss. 1 and 2 substituted by P.C. 1984-3684, November 15, 1984, 
Canada Gazette, Part Il, November 28, 1984, effective January 1, 
1984. 


Paras. I(a) to (h) substituted by P.C. 1984-775, s. 2, March 8, 1984, 
Canada Gazette, Part Il, March 21, 1984, effective July 1, 1983. 


Schedule I substituted by P.C. 1983-2717, s. 8, September 1, 1983, 
Canada Gazette, Part II, September 14, 1983, effective January 1, 
1983. ' 


All that portion of subparas. 1(a)(i), (iii), 1(b)(i), (ati), 1(c)(i), (iii), 
1(d)(i), (iii), 1(e)(i), Gili), 1G), Git), 1(g)G@), (iit), 1(h)(i), (iii) pre- 
ceding clause (A) substituted by P.C. 1983-1195, subsecs. 2(1) to 
2(16), April 21, 1983, Canada Gazette, Part Il, May 11, 1983, ef- 
fective July 1, 1982. 


All that portion of paras. 2(a) and 2(b) preceding subpara. (i) substi- 
tuted by P.C. 1983-1195, subsecs. 2(17) and 2(18), April 21, 1983, 
Canada Gazette, Part Il, May 11, 1983, effective July 1, 1982. 


Schedule I substituted by P.C. 1983-1137, s. 5, April 14, 1983, Can- 
ada Gazette, Part II, April 27, 1983, effective January 1, 1982. 


Paras. 2(b), (c) substituted by P.C. 1981-1968, July 16, 1981, Can- 
ada Gazette, Part II, August 12, 1981, effective July 1, 1981. 


Schedule Il — Capital Cost 
Allowances 


History: Schedule B was consolidated and retitled Schedule II, as 
of December 31, 1977, by the Consolidated Regulations of Canada, 
chapter 945, proclaimed in force August 15, 1979, by P.C. 1979- 
1934, July 19, 1979, Canada Gazette, Part Il, August 8, 1979. 


Class 1 — (4 per cent) 
[Reg. 1100(1)(a)(i), 1100(1)(za.1), (ze)(i)(A), 
(B)] 
Property not included in any other class that is 
(a) a bridge; 
(b) a canal; 
(c) a culvert; 
(d) a dam; 
(e) a jetty acquired before May 26, 1976; 
(f) a mole acquired before May 26, 1976; 


(g) a road, sidewalk, airplane runway, parking 
area, storage area or similar surface construction, 
acquired before May 26, 1976; 


(h) railway track and grading, including compo- 
nents such as rails, ballast, ties and other track 
material, 


(i) that is not part of a railway system, or 
(ii) that was acquired after May 25, 1976; 


(i) railway traffic control or signalling equipment, 
acquired after May 25, 1976, including switch- 


Reg. 
Cl. 1(q) 


ing, block signalling, interlocking, crossing pro- 
tection, detection, speed control or retarding 
equipment, but not including property that is 
principally electronic equipment or systems 
software therefor; 


(j) a subway or tunnel, acquired after May 25, 
1976. 


(k) electrical generating equipment (except as 
specified elsewhere in this Schedule); 


(1) a pipeline, other than gas or oil well equip- 
ment, unless, in the case of a pipeline for oil or 
natural gas, the Minister, in consultation with the 
Minister of Energy, Mines and Resources, is or 
has been satisfied that the main source of supply 
for the pipeline is or was likely to be exhausted 
within 15 years after the date on which operation 
of the pipeline commenced; 


(m) the generating or distributing equipment and 
plant (including structures) of a producer or dis- 
tributor of electrical energy; 


(n) manufacturing and distributing equipment and 
plant (including structures) acquired primarily for 
the production or distribution of gas, except 


(i) a property acquired for the purpose of pro- 
ducing or distributing gas that is normally dis- 
tributed in portable containers, 


(ii) a property acquired for the purpose of 
processing natural gas, before the delivery of 
such gas to a distribution system, or 


(iii) a property acquired for the purpose of 
producing oxygen or nitrogen; 


(o) the distributing equipment and plant (includ- 
ing structures) of a distributor of water; 


(p) the production and distributing equipment and 
plant (including structures) of a distributor of 
heat; or 


(q) a building or other structure, or part thereof, 
including component parts such as electric wir- 
ing, plumbing, sprinkler systems, air-condition- 
ing equipment, heating equipment, lighting fix- 
tures, elevators and escalators. 


Related Provisions: Reg. 1101(Se), (Se.1) — Separate classes; 
4600(1)(a), 4600(2)(a) — Qualified property; 4601(a)(i), (ii) — 
Qualified transportation equipment; 4604(1)(a), 4604(2)(a) — Ap- 
proved project property. 


Canada Gazette, Part II, August 20, 1997, applicable to property 
acquired after 1987. 


Paras. (k) to (q) added by P.C. 1989-2464, s. 10, December 14, 
1989, Canada Gazette, Part II, January 3, 1990, applicable in re- 
spect of property acquired after 1987. 


Interpretation Bulletins: IT-79R3: CCA — Buildings or other 
structures; IT-195R4: Rental property — CCA restrictions; IT- 
304R: CCA — Condominiums; IT-367R3: Capital cost allow- 
ance — multiple-unit residential buildings; IT-482: Pipelines. 
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Reg. 
€h 2 


Class 2— (6 per cent) 
[Reg. 1100(1)(a)(ii)] 
Property that is | 


(a) electrical generating equipment (except as 
specified elsewhere in this Schedule); 


(b) a pipeline, other than gas or oil well equip- 
ment, unless, in the case of a pipeline for oil or 
natural gas, the Minister in consultation with the 
Minister of Energy, Mines and Resources, is or 
has been satisfied that the main source of supply 
for the pipeline is or was likely to be exhausted 
within 15 years from the date on which operation 
of the pipeline commenced; 


(c) the generating or distributing equipment and 
plant (including structures) of a producer or dis- 
tributor of electrical energy, except a property in- 
cluded in Class 10, 13, 14, 26 or 28; 


(d) manufacturing and distributing equipment and 
plant (including structures) acquired primarily for 
the production or distribution of gas, except 
(i) a property included in Class 10, 13 or 14 
(ii) a property acquired for the purpose of pro- 
ducing or distributing gas that is normally dis- 
tributed in portable containers, 
(iii) a property acquired for the purpose of 
processing natural gas, before delivery of such 
gas to a distribution system, or 


(iv) a property acquired for the purpose of 
producing oxygen or nitrogen; 
(e) the distributing equipment and plant (includ- 
ing structures) of a distributor of water, except a 
property included in Class 10, 13 or 14; or 


(f) the production and distributing equipment and 
plant (including structures) of a distributor of 
heat, except a property included in Class 10, 13 
or 14 


acquired by the taxpayer 
(g) before 1988, or 
(h) before 1990 


(i) pursuant to an obligation in writing entered 
into by the taxpayer before June 18, 1987, 


(ii) that was under construction by or on be- 
half of the taxpayer on June 18, 1987, or 


(iii) that is machinery or equipment that is a 
fixed and integral part of a building, structure, 
plant facility or other property that was under 
construction by or on behalf of the taxpayer 
on June 18, 1987. 
Related Provisions: Reg. 1101(5i) — Separate class.for certain 
pipelines; Reg. 1103(2); 4600(2)(a) — Qualified property; 
4604(2)(a) — Approved project property. 
History: All that portion following para. (f) added by P.C. 1989- 
2464, s. 11, December 14, 1989, Canada Gazette, Part I, January 3, 
1990, applicable in respect of property acquired after 1987. 
Subpara. (d)(iii) substituted and (d)(iv) added by P.C. 1986-2590, s. 
20, November 20, 1986, Canada Gazette, Part Il, December 10, 
1986, applicable to property acquired after April 3, 1985. 


Income Tax Regulations, Schedule I 


Subpara. (d)(iii) substituted by P.C. 1985-890, s. 1, March 21, 1985, 
Canada Gazette, Part Il, April 3, 1985, applicable to property ac- 
quired after April 3, 1985. 


Para. (c) substituted by P.C. 1979-1488, s. 2, May 17, 1979, Canada 
Gazette, Part II, June 13, 1979. 


Interpretation Bulletins: IT-482: Pipelines. 


Class 3 — (5 per cent) 
[Reg. 1100(1)(a)(iii), 1100(1)(sb), (za.2), 
(zc)(i)(C)] 
Property not included in any other class that is 

(a) a building or other structure, or part thereof, 
including component parts such as electric wir- 
ing, plumbing, sprinkler systems, air-condition- 
ing equipment, heating equipment, lighting fix- 
tures, elevators and escalators, acquired by the 
taxpayer 

(1). before 1988, or 

(ii) before 1990 


(A) pursuant to an obligation in writing en- 
tered into by the taxpayer before June 18, 
1987, 


(B) that was under construction by or on 
behalf of the taxpayer on June 18, 1987, or 


(C) that isa component part of a building 
that was under construction by or on be- 
half of the taxpayer on June 18, 1987; 


(b) a breakwater; 

(c) a dock; 

(d) a trestle; 

(e) a windmill; 

(f) a wharf; 

(g) an addition or alteration, made during the pe- 
riod that is after March 31, 1967 and before 1988, 
to a building that would have been included in 
this class during that period but for the fact that it 
was included in Class 20; ars 

(h) a jetty acquired after May 25, 1976; 

(i) a mole acquired after May 25, 1976; 

(j) telephone, telegraph or data communication 


equipment, acquired after May 25, 1976, that is a 
wire or cable; 


(k) an addition or alteration, other than an addi- 
tion or alteration described in paragraph (k) of 
Class 6, made after 1987, to a building included, 
in whole or in part, 

(i) in this class, 

(ii) in Class 6 by virtue of subparagraph 

(a)(viil) thereof, or 

(iii) in Class 20, 
to the extent that the aggregate cost of all such 


additions or alterations to the building does not 
exceed the lesser of 


(iv) $500,000, and 
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Cl. 6 — (10 per cent) 


(v) 25 per cent of the aggregate of the 
amounts that would, but for this paragraph, be 
the capital cost of the building and any addi- 
tions or alterations thereto included in this 
class or Class 6 or 20; or 


(1) ancillary to a wire or cable referred to in para- 
graph (j) or Class 42 and that is supporting equip- 
ment such as a pole, mast, tower, conduit, brace, 
crossarm, guy or insulator. 


Related Provisions: Reg. 1101(5e.2), (Sf) — Railway trestles — 
separate classes; 1102(15)(a), 1103(2f); 4600(1)(a) — Qualified 
property; 4601(a)Qii) — Qualified transportation equipment; 
4604(1)(a) — Approved project property. 
History: Para. (j) substituted, (1) added, by P.C. 1994-139, s. 17, 
January 27, 1994, Canada Gazette, Part II, February 9, 1994, appli- 
cable to property acquired by a taxpayer after December 23, 1991, 
other than property acquired pursuant to an agreement in writing 
entered into by the taxpayer before December 24, 1991, except that 
(a) where the taxpayer so elects in a letter that is filed with the 
Minister of National Revenue on or before August 8, 1994 or in 
a letter that is attached to the taxpayer’s return of income filed 
in accordance with s. 150 of the Income Tax Act for the tax- 
payer's first taxation year ending after December 23, 1991, 
those provisions apply to property acquired by the taxpayer af- 
ter the beginning of that year; 
(b) with respect to property acquired before December 24, 1991 
in respect of which an election referred to in para. (a) applies, 
para. (1) shall be read without reference to the words “or Class 
42” and Schedule II shall be read without reference to Class 42; 
and 
(c) with respect to property acquired after December 23, 199] 
and before February 9, 1994, para. (1) shall be read without ref- 
erence to the words “6r Class 42”. 


Para. (a) substituted, (k) added, by P.C. 1989-2464, subsecs. 12(1), 
(3), December 14, 1989, Canada Gazette, Part II, January 3, 1990, 
applicable in respect of property acquired after 1987. 


Para. (g) substituted by subsec. 12(2) of the said P.C. 1989-2464, 
applicable in respect of property acquired after 1978. 


Para. (g) substituted by P.C. 1978-3768, s. 2, December 14, 1978, 
Canada Gazette, Part Il, December 27, 1978, effective January 1, 
1979, 

Interpretation Bulletins: IT-79R3: CCA — buildings or other 
structures; IT-195R4: Rental property — CCA restrictions; IT- 
304R: CCA — Condominiums; IT-367R3: Capital cost allow- 
ance — multiple-unit residential buildings. 


Class 4 — (6 per cent) 
[Reg. 1100(1)(a)(iv)] 


Property that would otherwise be included in another 
class in this Schedule that is 


(a) a railway system or a part thereof, except au- 
tomotive equipment not designed to run on rails 
or tracks, that was acquired after the end of the 
taxpayer’s 1958 taxation year and before May 26, 
1976; or 


(b) a tramway or trolley bus system or a part 
thereof, except property included in class 10, 13 
or 14. 


Related Provisions: Reg. 1102(10)(a), 1103(2), 1104(2)“tram- 
way or trolley bus system”. 


Reg. 
Cl. 6(a)(x) 


Class 5 — (10 per cent) 
[Reg. 1100(1)(a)(v)] 
Property that is 


(a) a chemical pulp mill or ground wood pulp 
mill including buildings, machinery and equip- 
ment, but not including hydro-electric power 
plants and their equipment, or 


(b) an integrated mill producing chemical pulp or 
ground wood pulp and manufacturing therefrom 
paper, paper board or pulp board, including 
buildings, machinery and equipment, but not in- 
cluding hydro-electric power plants and their 
equipment, 

but not including any property that was acquired af- 

ter the end of the taxpayer’s 1962 taxation year. 


Class 6 — (10 per cent) 
[Reg. 1100(1)(a)(vi), 1100(1)(sb), (zc)(i)(D)] 
Property not included in any other class that is 
(a) a building of 
(i) frame, 
(11) log, 
(ii1) stucco on frame, 
(iv) galvanized iron, or 
(v) corrugated metal, 
construction, including component parts such as 
electric wiring, plumbing, sprinkler systems, air- 
conditioning equipment, heating equipment, 
lighting fixtures, elevators and escalators, if the 
building 
(vi) is used by the taxpayer for the purpose of 
gaining or producing income from farming or 
fishing, 
(vii) has no footings or any other base support 
below ground level, 
(viii) was acquired by the taxpayer before 
1979 and is not a building described in sub- 
paragraph (vi) or (vii), 
(ix) was acquired by the taxpayer after 1978 
under circumstances such that 
(A) he was obligated to acquire the build- 
ing under the terms of an agreement in 
writing entered into before 1979, and 
(B) the installation of footings or any other 
base support of the building was com- 
menced before 1979, or 
(x) was acquired by the taxpayer after 1978 
under circumstances such that 
(A) he commenced construction of the 
building before 1979, or 
(B) the construction of the building was 
commenced under the terms of an agree- 


ment in writing entered into by him before 
1979, and 
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Reg. 
Cl. 6(a)(x) 


the installation of footings. or any other base 
support of the building was commenced 
before 1979; 


(b) a wooden breakwater; 

(c).a fence; 

(d) a greenhouse; 

(e) an oil or water storage tank; 


(f) a railway tank car acquired before May 26, 
1976; 


(g) a wooden wharf; 


(h) an aeroplane hangar acquired after the end of 
the taxpayer’s 1958 taxation year; 


(i) an addition or alteration, made 


(A) during the period that is after March 
31, 1967 and before 1979, or 


(B) after 1978 if the taxpayer was. obli- 
gated to have it made under the terms of an 
agreement in writing entered into before 
1979, 


to a building that would have been included in 
this class during that period but for the fact that it 
was included in Class 20; 


(j) a railway locomotive acquired after May 25, 
1976, but not including an automotive railway 
car; or 


(k) an addition or alteration, made after 1978 to a 
building included in this class by virtue of sub- 
paragraph (a)(viii), to the extent that the aggre- 
gate cost of all such additions and alterations to 
the building does not exceed $100,000. - 


Related Provisions: Reg. 1102(15)(a), 1103(2f); 4600(1 )(a) — 
Qualified property; 4601(b)(i) — Qualified transportation equip- 
ment; 4604(1)(a) — Approved project property. 

History: Subpara. (a)(v).substituted by P.C, 1994-139, s. 18, Janu- 
ary 27, 1994, Canada Gazette, Part Il, February 9, 1994, applicable 
to 1989 et seq. with respect to property acquired after 1987. 


All that portion of para. (a) following subpara. (v) substituted by 
P.C. 1978-3768, subsec. 3(1), December 14, 1978, Canada Gazette, 
Part II, December 27, 1978, effective January 1, 1979. 


Para. (i) substituted by P.C. 1978-3768, subsec. 3(2), December 14, 
1978, Canada Gazette, Part If, December 27, 1978, effective Janu- 
ary 1, 1979; 


Para. (k) added by P.C. 1978-3768, subsec. 3(3), December 14, 
1978, Canada Gazette, Part Il, December 14, 1978, effective Janu- 
ary I, 1979. 


Interpretation Bulletins: [T-79R3: CCA — buildings or other 
structures; IT-195R4: Rental property — CCA restrictions; IT- 
304R: CCA — Condominiums; IT-367R3: Capital cost allow- 
ance — multiple-unit residential buildings. 


Class 7 — (15 per cent) 
[Reg. 1100(1)(a)(vii)] 
Property that is 
(a) a canoe or rowboat; 
(b) a scow; 


Income Tax Regulations, Schedule II 


(c) a vessel, but not including a vessel 
(i) of a separate class ac Re by subsection 
1101(2a), or 
(ii) included in Class 41; 

(d) furniture, fittings and equipment attached to a 


property included in this class, but not including 
radiocommunication ‘equipment; 


(e) a spare engine for a property included in this 
class; 


(f) a marine railway; or 
(g) a vessel under construction, other than a ves- 
sel included in Class 41. 


Related Provisions: Reg. 1101(2), (2b) — Separate class for cer- 
tain property in Class 7; Reg. 4601(e)(i). (1) ~ Qualified transpor- 
tation equipment. 


History: Paras. (c), (g) substituted by P.C. 1989-2464, s. 13, De- 


~ cember 14, 1989, Canada Gazette, Part I, January 3, 1990, applica- 


ble in respect of. property acquired after 1987. 


Interpretation Bulletins: IT-267R2: CCA — vessels; IT-317R: 
Radio and television equipment. 


Class 8 — (20 per cent) 
[Reg. 1100(1)(a)(viii), 1100(1)(sb), (ze)(i)(E), 
(F)] 


Property not included in Class 1, 2, 7, 9, 11 or 30 
that is 


(a) a structure that is manufacturing or processing 
machinery. or equipment; 


(b) tangible property attached to a patie: and 
acquired solely for the purpose of 


(i) servicing, supporting, or providing access 
to or egress from, machinery or equipment, 


(ii) manufacturing or processing, or 


(ili) any combination of the functions de- 
scribed in subparagraphs (i) and (ii); 


| (c) a building that is a kiln, tank or vat, acquired 
for the purpose of manufacturing or processing; 


(d) a building or other structure, acquired after 
February 19, 1973, that is designed for the pur- 
pose of preserving ensilage on a farm; 


(e) a building or other structure, acquired after 
February 19, 1973, that is 


(i) designed to store fresh fruits or fresh vege- 
tables at a controlled level of temperature and 
humidity, and 


(ii) to be used principally for the purpose of 
storing fresh fruits or fresh vegetables by or 
for the person or persons by whom they were 
grown; 
(f) electrical generating equipment Nonwmaied after 
May 25, 1976, if 


(i) the taxpayer is not a person whose business 
is the production for the use of or distribution 
to others of electrical energy, 

(ii) the equipment is auxiliary to. the tax- 
payer’s main power supply, and 
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Cl. 9 — (25 per cent) 


(iii) the equipment is not used regularly as a 
source of supply; 


(g) electrical generating equipment, acquired af- 
ter May 25, 1976, that has a maximum load ca- 
pacity of not more than 15 kilowatts; 


(h) portable electrical generating equipment ac- 
quired after May 25, 1976; 


(i) a tangible capital property that is not included 
in another class in this Schedule except 


(i) land or any part thereof or any interest 
therein, 


(ii) an animal, 


(111) a tree, shrub, herb or similar growing 
thing, 


(iv) a gas’ well, 


(v) a mine, 
(vi) an oil well, 


(vii) radium, 


(viii) a right of way, 
(ix) a timber limit, 
(x) a tramway track, or 


(xi) property of a separate class prescribed by 
subsection 1101(2a); 


(j) property not included in any other class that is 
radiocommunication equipment acquired after 
May 25, 1976; 


Reg. 
Cl. 9(i) 


(k) a rapid transit car that is used for the purpose 
of public transportation within a metropolitan 
area and is not part of a railway system; 


(1) an outdoor advertising poster panel or bulletin 
board; or 


(m) a greenhouse constructed of a rigid frame and 

a replaceable, flexible plastic cover. 
Related Provisions: Reg. 1101(51), (5p), 1103(2g) — Separate 
class for certain equipment; Reg. 1102(15)(b), 1103(2a) — Election 
to include property in Class 8; 1104(2) — Definition of “specified 
temporary access road”; 4600(2)(c) — Qualified property; 
4601(a)(iv), 4601(b)(ii), 4601(c)(ii), 4601 (e)(ii), 4601(g) — Quali- 
fied transportation equipment; 4604(1)(a), 4604(2)(c) — Approved 
project property; I/nterpretation Act 35(1)— Definition of 
“radiocommunication”. 
History: The portion before para. (a) amended by P.C. 1997-1033, 
s. 7, July 25, 1997, Canada Gazette, Part Il, August 20, 1997, appli- 
cable to property acquired after 1987. 


Para. (m) added by P.C. 1994-139, s. 19, January 27, 1994, Canada 
Gazette, Part II, February 9, 1994, applicable to 1989 et seg. with 
respect to property acquired after 1987. 


That portion preceding para. (a) substituted, para. (1) added, by P.C. 
1989-2464, s. 14, December 14, 1989, Canada Gazette, Part II, Jan- 
uary 3, 1990, applicable in respect of property acquired after 1987. 


Para. (k) added by P.C. 1985-2673, s. 1, August 28, 1985, Canada 
Gazette, Part Il, September 18, 1985. 


Subpara. (i)(iv) substituted by P.C: 1980-3120, s. 1, November 13, 
1980, Canada Gazette, Part Il, November 26, 1980. 


Interpretation Bulletins: [T-79R3: CCA — buildings and other 
structures; IT-317R: Radio and television equipment; IT-472: Class 
8 property; IT-482: Pipelines. 


Class 9 — (25 per cent) 
[Reg. 1100(1)(a)(ix)] 


Property acquired before May 26, 1976, other than 
property included in Class 30, that is 


(a) electrical generating equipment, if 


(i) the taxpayer is not a person whose business 
is the production for the use of or distribution 
to others of electrical energy, 


(ii) the equipment is auxiliary to the tax- 
payer’s main power supply, and 


(iii) the equipment is not used regularly as a 
source of supply, 


(b) radar equipment, 
(c) radio transmission equipment, 
(d) radio receiving equipment, 


(e) electrical generating equipment that has a 
maximum load capacity of not more than 15 kilo- 
watts, or 


(f) portable electrical generating equipment, 
and property acquired after May 25, 1976 that is 
(g) an aircraft; 


(h) furniture, fittings or equipment attached to an 
aircraft; or 


(i) a spare part for an aircraft, or for furniture, fit- 
tings or equipment attached to an aircraft. 
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Reg. 


Cl. 9(i) Income Tax Regulations, Schedule Il 


Related Provisions: Reg. 4600(2)(i)— Qualified property; 
4601(f) — Qualified transportation equipment; 4604(2)(h) — Ap- 
proved project: Interpretation Act 35(1) — Definition of “radio”. 
Interpretation Bulletins: IT-317R: Radio and _ television 
equipment. 


Class 10 — (30 per cent) 
[Reg. 1100(1)(a)(x), 1100(1)(ze)(i)(G)] 
Property not included in any other class that is 


(a) automotive equipment, including a trolley 
bus, but not including 


(i) an automotive railway car acquired after 
May 25, 1976, 


(ii) a railway locomotive, or 

(iii) a tramcar, 
(b) a portable tool acquired after May 25, 1976, 
for the purpose of earning rental income for short 


terms, such as hourly, daily, weekly or monthly, 
except a property described in Class 12, 


(c) harness or stable equipment, 
(d) a sleigh or wagon, 


(e) a trailer, including a trailer designed to be 
hauled on both highways and railway tracks, 


(f) general-purpose electronic data processing 
equipment and systems software therefor, includ- 
ing ancillary data processing equipment, acquired 
after May 25, 1976, but not including property 
that is principally or is used principally as 
(i) electronic process control or monitor 
equipment, 


(ii) electronic communications control 
equipment, 


(iii) systems software for a property referred 
to in subparagraph (i) or (ii), or 


(iv) data handling equipment unless it is ancil- 
lary to general-purpose electronic data 
processing equipment, 


(f.1) a designated underground storage cost, or 


(f.2) an unmanned telecommunication spacecraft 
designed to orbit above the earth, 


and property (other than property included in Class 
41 or property included in Class 43 that is described 
in paragraph (b) of that Class) that would otherwise 
be included in another Class in this Schedule, that is 


(g) a building or other structure (other than prop- 
erty described in paragraph (1) or (m)) that would 
otherwise be included in Class 1, 3 or 6 and that 
was acquired for the purpose of gaining or pro- 
ducing income from a mine, except 


(i) a property included in Class 28, 


(ii) a property acquired principally for the pur- 
pose of gaining or producing income from the 
processing of ore from a mineral resource that 
is not owned by the taxpayer, 
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(iii) an office building not situated on the 
mine property, or 
(iv) a refinery that was acquired by the tax- 
payer 

(A) before November 8, 1969, or 


(B) after November 7, 1969 and that had 
been used before November 8, 1969 by 
any person with whom the taxpayer was 
not dealing at arm’s length; 


(h) contractor’s movable equipment, including 
portable camp buildings, acquired for use in a 
construction business or for lease to another tax- 
payer for use in that other taxpayer’s construction 
business, except a property included in 


(i) this Class by virtue of paragraph (t), 


(ii) a separate class prescribed by subsection 
1101(2b), or 


(ii) Class 22 or 38; 
(i) a floor of a roller skating rink; 
(j) gas or oil well equipment, 


(k) property (other than a property included in 
Class 28 or property described in paragraph (1) or 
(m)) that was acquired for the purpose of gaining 
or producing income from a mine and that is 


(i) a structure that would otherwise be in- 
cluded in Class 8, or 


(ii) machinery. or equipment, 


except a property acquired before May 9, 1972 
for the purpose of gaining or producing income 
from the processing of ore after extraction from a 
mineral resource that is not owned by the 
taxpayer; 
(1) property acquired after the 1971 taxation year 
for the purpose of gaining or producing income 
from a mine and providing services to the mine 
or to a community where a substantial proportion 
of the persons who ordinarily work at the mine 
reside, if such property is 
(i) an airport, dam, dock, fire hall, hospital, 
house, natural gas pipeline, power line, recre- 
ational facility, school, sewage disposal plant, 
sewer, street lighting system, town hall, water 
pipeline, water pumping station, water system, 
wharf or similar property, 


(ii) a road, sidewalk, aeroplane runway, park- 
ing area, storage area or similar surface con- 
struction, or 


(iii) machinery or equipment ancillary to any 
of the property described in subparagraph (1) 
or (ii), 

but is not 
(iv) a property included in Class 28, or 
(v) a railway not situated on the mine 
property; 


Cl. 10 — (30 per cent) 


(m) property acquired after March 31, 1977, prin- 
cipally for the purpose of gaining or producing 
income from a mine, if such property is 


(i) railway track and grading including com- 
ponents such as rails, ballast, ties and other 
track material, 


(ii) property ancillary to the track referred to 
in subparagraph (i) that is 


(A) railway traffic control or signalling 
equipment, including switching, block sig- 
nalling, interlocking, crossing protection, 
detection, speed control or retarding equip- 
ment, or 


(B) a bridge, culvert, subway, trestle or 
tunnel, . 


(iii) machinery or equipment ancillary to any 
of the property referred to in subparagraph (1) 
or (ii), or 


(iv) conveying, loading, unloading or storing 
machinery or equipment, including a struc- 
ture, acquired for the purpose of shipping out- 
put from the mine by. means of the track re- 
ferred to in subparagraph (i), 


but is not 
(v) property included in Class 28, or 
(vi) for greater certainty, rolling stock; 


(n) property that was acquired for the purpose of 
cutting and removing merchantable timber from a 
timber limit and that will be of no further use to 
the taxpayer after all merchantable timber that the 
taxpayer is entitled to cut and remove from the 
limit has been cut and removed, unless the tax- 
payer has elected to include another property of 
this kind in another class in this Schedule; 


(0) mechanical equipment acquired for logging 
operations, except a property included in Class 7; 


(p) an access road or trail for the protection of 
standing timber against fire, insects or disease; 


(q) property acquired for a motion picture drive- 
in theatre; 


(r) property included in this class by virtue of 
subsection 1102(8) or (9), except a property in- 
cluded in Class 28; 


(s) a motion picture film or video tape acquired 


after May 25, 1976, except a property included in 


paragraph (w) or in Class 12; 


ay plic: bee to 5 1095.4 el seg. 
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(t) a property acquired after May 22, 1979 that is 

designed principally for the purpose of i 
(i) determining the existence, location, extent 
or quality of accumulations of petroleum or 
natural gas, 


(ii) drilling oil or gas wells, or 
(iii) determining the existence, location, ex- 
tent or quality of mineral resources, 


except a property included in a separate class pre- 
scribed by subsection 1101(2b); 


(u) property acquired after 1980 to be used pri- 
marily in the processing in Canada of heavy 
crude oil recovered from a natural reservoir in 
Canada to a stage that is not beyond the crude oil 
stage or its equivalent that is 


(i) property that would otherwise be included 
in Class 8 except railway rolling stock or a 
property described in paragraph (j) of Class 8, 
(ii) an oil or water storage tank, 


(iii) a powered industrial lift truck that would 
otherwise be included in paragraph (a), or 


(iv) property that would otherwise be included 
in paragraph (f); 
(v) property acquired after August 31, 1984 that 
is equipment used for the purpose of effecting an 
interface between a cable distribution system and 
electronic products used by consumers of that 
system and that is designed primarily 


(i) to augment the channel capacity of a televi- 
sion receiver or radio, 


(ii) to decode pay television or other signals 
provided on a discretionary basis, or 


(iii) to achieve any combination of functions 
described in subparagraphs (i) and (ii); or 
(w) a certified production acquired after 1987. 


Related Provisions: ITA 127.52(1)(c) — Add-back of CCA on 
film properties for minimum tax purposes; Reg. 1100(1)(m) — Ad- 
ditional allowance — Canadian film or video production; Reg. 
1100(1)(zg) — accelerated CCA for year 2000 compliant hardware; 
Reg. 1100(2)(a)(iii) — Half-year rule inapplicable to property in 


para. 10(w); Reg. 1100(21), (21.1) — Certified films and video 
tapes; Reg. 1101(5a) — Separate class for spacecraft under Class 
10(f.2); Reg. 1101(5k) — Separate class for property under Class 
10(w); Reg. 1101(5k.1) — Separate class for certain property under 
Class 10(x); Reg. 1101(5p), 1103(2g) — Separate class for certain 
equipment under Class 10(f); Reg. 1102(8)(c), 1102(9)(c) — Gener- 
ating equipment; Reg. 1102(18) — Townsite costs; Reg. 1102(18), 
1103(2e); Reg. 1104(2) — Definitions; Reg. 1104(5), (6), (6.1)— 
Income from a mine; Reg. 1106 — Certificate for Class 10(x); Reg. 
1205(1)(a)(vi)(D), 1205(1)(b) — Earned depletion base; Reg. 
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1206(1)‘‘enhanced recovery equipment’(a), 1206(1) “processing 
property”, 1206(1)‘tertiary recovery equipment”; Reg. 4600(1)(b), 
4600(2)(e), (g), (h) — Qualified property; Reg. 4601(a)(v), 
4601(c)(i), (ii), 4601(d) — Qualified transportation equipment; Reg. 
4604(1)(b), 4604(2)(d), (f), (g) — Approved project property; Reg. 
Sch. II Cl. 16(g) — Large trucks and tractors; Reg. Sch. II Cl. 41. 


History: That portion of Class 10 following para. (f.2) and preced- 
ing para. (g) substituted by P.C. 1994-230, s. 9, February 10, 1994, 
Canada Gazette, Part Il, February 23, 1994, applicable with respect 
to property acquired after February 25, 1992. 


Para. (e) substituted by P.C. 1994-139, subsec. 20(1), January 27, 
1994, Canada Gazette, Part I, February 9, 1994, applicable with 
respect to property acquired after December 23, 1991. 


That portion of para. (h) preceding subpara. (i) substituted by the 
said P.C. 1994-139, subsec. 20(2), applicable to property acquired 
after December 23, 1991, other than property acquired by a tax- 
payer before 1993 


(a) pursuant to an agreement in writing entered into by the tax- 
payer before December 24, 1991; or 


(b) that was under construction by or on behalf of the taxpayer 
“on December 23, 1991. 


Para. (n) substituted by the said P.C. 1994-139, subsec. 20(3), appli- 
cable to 1986 ef seg. 


That portion between para. (f.1) and subpara. (g)(i) substituted 
(para. (f.2) being added), and subpara. (h)(iii) substituted, by P.C. 
1989-2464, s. 15, December 14, 1989, Canada Gazette, Part II, Jan- 
uary 3, 1990, applicable in respect of property acquired after 1987. 


Para. (s) substituted and para. (w) added, by P.C.- 1988-2795, sub- 
secs. 4(1) and (2), December 22, 1988, Canada Gazette, Part Il, 
January 18, 1989. Para: (s) is applicable in respect of property ac- 
quired after 1987 and para. (w), in respect of property acquired after 
1987 other than property 


(a) acquired after 1987 pursuant to an agreement in writing en- 
tered into by the taxpayer before June 18, 1987 or pursuant to a 
prospectus, preliminary prospectus, registration statement or of- 
fering memorandum filed before June 18, 1987 with a public 
authority in Canada where the document was required to be 
filed before any trade in securities may commence; or 


(b) that is a film or tape acquired in 1988 that is part of a series 
of films or tapes where the series includes films or tapes that are 
included in Class 12 in Schedule II otherwise than by reason of 
this paragraph and the film or tape is produced at a fixed price 
or by reference to a formula under a production. option agree- 
ment entered into by a licensed broadcaster or bona fide film or 
tape distributor before 1988. 


Para. (v) added by P.C. 1986-2770, s. 13, December 11, 1986, Can- 
ada Gazette, Part II, effective commencing May 23, 1985. 


Para. (u) added by P.C. 1981-3329, s. 14, November 26, 1981, Can- 
ada Gazette, Part Il, December 9, 1981, effective January 1, 1981. 


Para. (f.1) added by P.C. 1980-3279, s. 4, December 4, 1980, Can- 
ada Gazette, Part Il, December 24, 1980, effective December 12, 
1979. 


Subpara. (g)(v) revoked, all that portion of para. (k) following sub- 
para. (ii) substituted by P.C. 1980-288, January 25, 1980, Canada 
Gazette, Part U1, February 13, 1980. 


Paras. (h) substituted, (t) added by P.C. 1979-1487, May 17, 1979, 
Canada Gazette, Part Il, June 13, 1979. 


All that portion of para. (g) preceding subpara. (i) and all that por- 
tion of para. (k) preceding subpara. (i) substituted, para. (m) added 
by P.C. 1978-344, subsecs. 6(1)—(3), February 9, 1978, Canada Ga- 
zette, Part II, February 22, 1978, effective after March 31, 1977. 


Selected Cases [Class 10]: Cargill Ltd. v. Canada, {1996]| 3 
C.T.C. 2023 (TCC) (Other uses of equipment did not derogate from 
hauling or transporting function). 


Income Tax Regulations, Schedule II 


Interpretation Bulletins: IT-306R2: Contractor's movable equip- 
ment; IT-476: Gas and oil exploration and production equipment; 
IT-482: Pipelines; IT-501: Logging assets. 


Class 10.1 — (30 per cent) 
(Reg. 1100(1)(a)(x.1)] 


Property that would otherwise be included in Class 
10 that is a passenger vehicle, the cost of which to 
the taxpayer exceeds $20,000 or such other amount 
as may be prescribed for the purposes of subsection 
13(2) of the Act. 


Related Provisions: Reg. 1101(laf) — Separate class; Reg. 
1100(2.5) —50% CCA in year of disposition; Reg. 7307 (pre- 
scribed amount). 


History: Class 10.1 added by P.C. 1991-2272, s. 5, November 21, 
1991, Canada Gazette, Part II, December 4, 1991, applicable to tax- 
ation years and fiscal periods commencing after June 17, 1987 that 
end after 1987. 


Interpretation Bulletins: IT-521R: Motor vehicle. expenses 
claimed by self-employed individuals; IT-522R: Vehicle, travel and 
sales expenses of employees. 


1.7. Technical News: No. 10-(1997 deduction limits and benefit 
rates for automobiles). 


Class 11 — (35 per cent) 
[Reg. 1100(1)(a)(xi)] 


Property not included in any other class that is used 
to earn rental income and that is 


(a) an electrical advertising sign owned by the 
manufacturer thereof, acquired before May 26, 
1976; or . 


(b) an outdoor advertising poster panel or bulletin 
board acquired by the taxpayer 


(i) before 1988, or 
(ii) before 1990 


(A) pursuant to an obligation in writing en- 
tered into by the taxpayer before June 18, 
1987, or 


(B) that was under construction by or on 
behalf of the taxpayer on June 18, 1987. 


History: Para. (b) substituted by P.C. 1989-2464, s: 16, December 
14, 1989, Canada Gazette, Part Il, January 3, 1990, applicable in 
respect of property acquired after 1987. . 


Class 12 — (100 per cent) 
[Reg. 1100(1)(a)(xii), 1100(1)(1)] 
Property not included in any other class that is 
(a) a book that is part of a lending library; 
(b) chinaware, cutlery or other tableware; 
(c) a kitchen utensil costing less than 
(i) $100, if acquired before May 26, 1976, or 
(ii) $200, if acquired after May 25, 1976; 
(d) a die, jig, pattern, mould or last; 


(e) a medical or dental instrument costing less 
than 


(i) $100, if acquired before May 26, 1976, or 
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(ii) $200, if acquired after May 25, 1976; 


(f) a mine shaft, main haulage way or similar un- 
derground work designed for continuing use, or 
any extension thereof, sunk or constructed after 
the mine came into production, to the extent that 
the property was acquired before 1988; 


(g) linen; 

(h) a tool costing less than 
(i) $100, if acquired before May 26, 1976, or 
(ii) $200, if acquired after May 25, 1976; 

(1) a uniform; 

(j) the cutting or shaping part in a machine; 


(k) apparel or costume, including accessories 
used therewith, used for the purpose of earning 
rental income; 

(1) a video tape acquired before May 26, 1976; 
(m) a motion picture film or video tape that is a 
television commercial message; 

(n) a certified feature film or certified production; 
(0) computer software acquired after May 25, 
1976, but not including systems software or prop- 
erty acquired after August 8, 1989 and before 
1993 that is described in paragraph (s); 

(p) a metric scale or a scale designed for ready 
conversion to metric weighing, acquired after 
March 31, 1977 and before 1984 for use in a re- 
tail business and having a maximum weighing 
capacity of 100 kilograms; 

(q) a designated overburden removal cost; or 


(r) a videotape cassette acquired after February 
15, 1984 for the purpose of renting and that is not 

expected to be rented to any one person for more 
than 7 days in any 30 day period; 


Qcpllestion: The December 12, 1995 | 
film tax credit), s. 6. will amend par 
above. applicable to property acquired 


and property that would otherwise he included in an- 
other class in this Schedule that is 


(s) acquired by the taxpayer after August 8, 1989 
and before 1993, for use in a business of selling 

- goods or providing services to consumers that is 
carried on in Canada, or for lease to another tax- 
payer for use by that other taxpayer in such a bus- 
iness, and that is 


(i) electronic bar code scanning equipment de- 


signed to read bar codes applied to goods held _ 


for sale in the ordinary course of the business, 


(ii) a cash register or similar sales recording 
device designed with the capability of calcu- 


Reg. 
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lating and recording sales tax imposed by 
more than one jurisdiction in respect of the 
same sale, 


(iii) equipment or computer software that is 
designed to convert a cash register or similar 
sales recording device to one having the capa- 
bility of calculating and recording sales tax 
imposed by more than one jurisdiction in re- 
spect of the same sale, or 


(iv) electronic equipment or computer 
software that is ancillary to property described 
in subparagraph (i), (ii) or (iii) and all or sub- 
stantially all the use of which is in conjunction 
with that property. 


Related Provisions: ITA 127.52(1)(c) — Add-back of CCA on 
film properties for minimum tax purposes; ITA 237.1 — Tax shel- 
ters; Reg. 1100(1)(zg), (zh) — accelerated CCA for year 2000 com- 
pliant software; Reg. 1100(2)(a)(iii) — Half-year rule applies to 
some Class 12 property; Reg. 1100(20.1) — Limitation on CCA 
claim for computer software tax shelter property; Reg. 1100(21), 
(21.1) — Certified films and video tapes; Reg. 1101(5r) — Separate 
class for all computer software tax shelter property; Reg. 1104(2), 
(7) — Definitions. 


History: Para. (f) substituted by P.C. 1990-2780, s. 14, December 
20, 1990, Canada Gazette, Part Il, January 1G; 1991, applicable to 
1988 ef seq. 


Para. (0) amended, and all that portion of Cl. 12 following para. (r) 
added, by P.C. 1990-2067, s. 2, September 27,1990, Canada Ga- 
zette, Part Il, October 10, 1990. 


Para. (n) substituted by P.C. 1986-477, s. 3, February 27, 1986, 
Canada Gazette, Part Il, March 19, 1986, applicable in respect of a 
motion picture film or video tape, the principal photography or tap- 
ing of which commenced after 1985. 


Para. (r) added by P.C. 1985-2277, s. 20, July 24, 1985, Canada 
Gazette, Part Il, August 7, 1985. 


Para. (p) substituted by P.C. 1981-733, s. 
ada Gazette, Part If, April 8, 1981. 


Para. (q) added by P.C. 1979-1487, s. 5, May 17, 1979, Canada 
Gazette; Part II, June 13, 1979, effective for the period commencing 
November 17, 1978. 


Para. (p) added by P.C. 1978-344, s. 7, February 9, 1978, Canada 
Gazette, Part II, February 22, 1978, effective after March 31, 1977. 


Interpretation Bulletins: [T-422: Definition of tools; IT-441: 
Certified feature productions. 


2, March 19; 1981, Can- 


I.T. Technical News: No. 12 (“millenium bug” expenditures). 


Class 13 
[Reg. 1100(1)(b), Schedule LIT] 


Property that is a leasehold interest and property ac- 
quired by a taxpayer that would, if that property had 
been acquired by a person with whom the taxpayer 
was not dealing at arm’s length at the time the prop- 
erty was acquired by the taxpayer, be a leasehold in- 
terest of that person, except 


(a) an interest in minerals, petroleum, natural gas, 
other related hydrocarbons or timber and property 
relating thereto or in respect of a right to explore 
for, drill for, take or remove minerals, petroleum, 
natural gas, other related hydrocarbons or timber; 
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(b) that part of the leasehold interest that is in- 
cluded in another class in this Schedule by reason 
of subsection 1102(5) or (5.1); or 


(c) a property that is included in Class 23. 


Related Provisions: Reg. 1100(2)(a)(iv) — Half-year rule inap- 
plicable to Class 13 property; Reg. 1700(4) — CCA — Farm- 
ing/fishing property owned since before 1972: leasehold interests. 


History: That portion of Class 13 preceding para. (a), and para. (b), 
substituted by P.C. 1994-139, s. 21, January 27, 1994, Canada Ga- 
zette, Part II, February 9, 1994, applicable to property acquired after 
December 23, 1991, other than property acquired by a taxpayer 
before 1993 


(a) pursuant to an agreement in writing entered into by the tax- 
payer before December 24, 1991, or 


(b) that was under construction by or on behalf of the taxpayer 
on December 23, 1991. ' 


Interpretation Bulletins: IT-195R4: Rental property — CCA re- 
strictions; IT-304R: CCA — Condominiums; IT-324: Emphyteutic 
lease. 


Class 14 


[Reg. 1100(1)(c) — apportioned over the life of 
the property (see also Class 44)] 


Property that is a patent, franchise, concession or li- 

cence for a limited period in respect of property, ex- 

cept 
(a) a franchise, concession or licence in respect of 
minerals, petroleum, natural gas, other related hy- 
drocarbons or timber and property relating 
thereto (except a franchise for distributing gas to 
consumers or a licence to export gas from Canada 
or from a province) or in respect of a right to ex- 
plore for, drill for, take or remove minerals, pe- 
troleum, natural gas, other related hydrocarbons 
or timber; 


(b) a leasehold interest; 
(c) a property that is included in Class 23; 
(d) a licence to use computer software; or 


(e) a property that is included in Class 44. 


Related Provisions: Reg. 1100(2)(a)(iv) — Half-year rule inap- 
plicable to Class 14 property; Reg. 1103(2h) — Election for patent 
to be in Class 14 instead of Class 44. 


History: Para. (e) added by P.C. 1994-231, s. 4, February 10, 1994, 
Canada Gazette, Part I, February 23, 1994, applicable to property 
acquired after April 26, 1993. 


Para. (d) added by P.C. 1983-3411, s. 2, November 3, 1983, Canada 
Gazette, Part Il, November 23, 1983, applicable in respect of prop- 
erty acquired after May 25, 1976. 


Interpretation Bulletins: IT-143R2: Meaning of “eligible capital 
expenditure”; IT-477: Patents, franchises, concessions and licences. 


Class 15 


[Reg. 1100(1)(f)] 


Property that would otherwise be included in another 
class in this Schedule and that 


(a) was acquired for the purpose of cutting and 
removing merchantable timber from a timber 
limit, and 


Income Tax Regulations, Schedule I 


(b) will be of no further use to the taxpayer after 
all merchantable timber that the taxpayer is enti- 
tled to cut and remove from the limit has been cut 
and removed, 


except 


(c) property that the taxpayer has, in the taxation 
year or a preceding taxation year, elected not to 
include in this class, or 


(d) a timber resource property. 
Related Provisions: Reg. 1100(2)(a)(iv) — Half-year rule inap- 
plicable to Class 15 property; Reg. 4604(2)(g) — Approved project 
property. 
History: Class 15 substituted by P.C. 1994-139, s. 22, January 27, 
1994, Canada Gazette, Part Il, February 9, 1994, applicable to 1986 
et seq. 


Interpretation Bulletins: IT-501: Logging assets. 


Class 16 — (40 per cent) 
[Reg. 1100(1)(a)(xiit)] 
Property acquired before May 26, 1976 that is 
(a) an aircraft, 


(b) furniture, fittings or equipment attached to an 
aircraft, or 


(c) a spare part for a property included in this 
class, 


property acquired after May 25, 1976 that is 
(d) a taxicab, 

property acquired after November 12, 1981 that is 
(e) a motor vehicle that | 


(i) would be an automobile as that term is de- 
fined in subsection 248(1) of the Act, if that 
definition were read without reference to para- 
graph (d) thereof, 


(ii) was acquired for the purpose of renting or 
leasing, and 


(iii) is not expected to be rented or leased to 
any person for more than 30 days in any 12 
month period, 


property acquired after February 15, 1984 that is 


(f) a coin-operated video game or pinball 
machine, 


and property acquired after December 6, 1991 that is 


(g) a truck or tractor designed for hauling freight, 
and that is primarily so used by the taxpayer or a 
person with whom the taxpayer does not deal at 
arm’s length in a business that includes hauling 
freight, and that has a “gross vehicle weight rat- 
ing” (as that term is defined in subsection 2(1) of 
the Motor Vehicle Safety Regulations) in excess 
of 11,788 kg. 


Related Provisions: Reg. 4601(c)(i)(A) — Qualified transporta- 
tion equipment. 

History: All that portion of Class 16 following para. (d) substi- 
tuted, para. (g) added, by P.C. 1994-139, s. 23, January 27, 1994, 
Canada Gazette, Part Il, February 9, 1994, applicable to taxation 
years and fiscal periods commencing after June 17, 1987 that end 
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Cl. 19 — (50 per cent or 20 per cent) 


after December 31, 1987, except that all that portion following para. 
(e), in its application before December 7, 1991, shall be read as 
follows: 

and property acquired after February 15, 1984 that is . 

(f) a coin-operated video game or pinball machine. 

Para. (e) substituted by P.C. 1991-2272, s. 6, November 21, 1991, 
Canada Gazette, Part If, December 4, 1991, applicable to taxation 
years and fiscal periods commencing after June 7;1987 that end 
after 1987. 


All that portion following para. (d) substituted by P.C. 1985-2277, 
s. 21, July 24, 1985, Canada Gazette, Part Il, August.7, 1985. 


All that portion of Class 16 of Schedule II following para. (c) sub- 
stituted by P.C. 1983-1083, s. 4, April 14, 1983, thal Gazette, 

Part II, April 27, 1983, applicable in respect of property (other than 
property described in Class'31 of Schedule II or paragraph (n) of 
Class 12. of that schedule) acquired or disposed of after November 
12, 1981, property described in the said Class 31 acquired or dis- 
posed of after 1981 and property described in paragraph (n) of the 
said Class 12 acquired or disposed of after 1982. 


Interpretation Bulletins: [T-317R: Radio and television 


equipment. 


Class 17 — (8 per cent) — 
[Reg. 1100(1)(a)(xiv)] 


Property that would otherwise be included in another 
class in this Schedule that 1s 


(a) a telephone system, telegraph system, or a 
part thereof, acquired before May 26, 1976, ex- 
cept 

(i) radiocommunication equipment, or 

(ii) a property-included in Class 10, 13, 14 or 

28, 


and property not included in any other class, ac- 
quired after May 25, 1976, that is 


(b) telephone, telegraph or data communication 
switching equipment, except 
(i) equipment installed on customers’ prem- 
ises, Or 
(ii) property that is principally electronic 
equipment or systems software therefor; or 


(c) a road, sidewalk, airplane runway, parking 
area, ee, area or similar surface pee 


ray access. sila as defined: in subsection } nox 2), eee es of 
this nature qualify as Canadian exploration expense or Canadian de- 
velopment expense under subsections 66.1(6) and 66,2(5) of the 


Reg. 
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Act. For further details, see the comme 
13(7.5) of the Act. 


| new subsection 


Related Provisions: fais 1103(2), 1104(2)° specified | temporary 


access road”, “telegraph system’, “telephone system”; Sch. II:Cl. 
29: 


Class 18 — (60 per cent) 
[Reg. 1100(1)(a)(xv)] 


Property that is a motion picture film acquired before 
May 26, 1976, except 


(a) a television commercial message; or 
(b) a certified feature film. 


Class 19 — (50 per cent or 20 per 
cent) 
[Reg. 1100(1)(n), (0)] 
Property acquired by the taxpayer after June 13, 


1963 and before January 1, 1967 that would other- 
wise be included in Class 8 if, 


(a) in the taxation year in which the property was 
acquired, 
(i) the taxpayer was an individual who was 
resident in Canada for not less than 183 days, 
or 


(ii) the taxpayer was a corporation that had a 
degree of Canadian ownership; 


(b) the property was acquired for use in Canada 
in a business carried on by the taxpayer that, 


(i) for the fiscal period in which the property 
was acquired, or 


(ii) for the fiscal period in which the business 
first commenced selling goods in reasonable 
commercial quantities, 


whichever was later, was a business in which the 
aggregate of 


(iii) its net sales, as they would be determined 
under paragraphs 71A(2)(d) and (f) of the for- 
mer Act (within the meaning assigned by par- 
agraph 8(b) of the Income Tax Application 
Rules), from the sale of goods processed or 
manufactured in Canada by the business, 


(iv) an amount equal to that part of its gross 
revenue that is rent from goods processed or 
manufactured in Canada in the course of the 
business, and 


(v) its gross revenue from advertisements in a 
newspaper or magazine produced by the 
business, 


was not less than 2/3 of the amount by which the 
gross revenue from the business for the period 
exceeded the aggregate of each amount paid or 
credited in the period to a customer of the busi- 
ness as a bonus, rebate or discount or for returned 
or damaged goods, and was not a business that 
was principally 
(vi) operating a gas or oil well, 
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(vii) logging, 

(viil) mining, 

(ix) construction, or 

(x) a combination of two or more of the activ- 


ities referred to in SRE e RES (vi) to (1x); 
and 


(c) the property had not banst used for any pur- 
pose whatever before it was acquired by the 
taxpayer. 
Related Provisions: Reg. 1103(2a) — Election to include prop- 
erty in Class 8. 


History: Class 19 amended by P.C. 1994-1817, s. 48, November 1, 
1994, Canada Gazette, Part II, November 30, 1994. 


Class 20 — (20 per cent) 


[Reg. 1100(1)(p)] 


Property that would otherwise be included in Class 3 
or.6 


(a) that was acquired after December 5, 1963 and 
before, April 1, 1967 that is 
(i) a building, 
(ii) an extension ‘to a building, outside the pre- 
viously existing walls or roof of the building, 
if the aggregate cost of the extensions added 
in the aforementioned period exceeded the 
lesser of 


(A) $100,000, and 


(B) 25 per cent of the capital cost to the 
taxpayer of the building on December 5, 
1963, or 


(iii) an addition or alteration to a property de- 
scribed in subparagraph (1) or (41), 
and that has been certified by the Minister of In- 
dustry, upon. application by the taxpayer in such 
form as may be prescribed by the Minister of In- 
dustry, 


(iv) to be situated in an area that was a desig- 
nated area, as determined for the purposes of 
section 71A of the former Act (within the 
meaning assigned by paragraph 8(b) of the Jn- 
come Tax Application Rules), 

(A) at the time the property was acquired, 


(B) in a case where the property was built 
by the taxpayer, at the time construction 
was commenced, or 


(C) in a case where the property was built 
for the taxpayer pursuant to a contract en- 
tered into by the taxpayer, at the time the 
contract was entered into, and 


(v) to. have not been used for any purpose 
whatever before it was acquired by the tax- 
payer; or 
(b) the capital cost of which was included in the 
approved capital costs as defined in the Area De- 
velopment Incentives Act upon which approved 
capital cost the Minister of Industry has based the 
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amount of a development grant authorized under 
that Act. 


Related Provisions: Reg. 1103(2f); 1704(d) — CCA — Farming 
and fishing: leasehold interests; 4600(1)(a) — Qualified property. 


History: Class 20 amended by P.C. 1994-1817, s. 48, November 1, 
1994, Canada Gazette, Part Il; November 30, 1994. 


Class 21 — (50 per cent) 


[Reg. 1100(1)(q)] 


Property that would otherwise be included in Class 8 
or 19 


(a) that was acquired after December 5, 1963 and 
before April 1, 1967 and that 


(i) was acquired for use in a business carried 
on by the taxpayer that has been certified by 
the Minister of Industry, for the purposes of 
section 71A of the former Act (within the 
meaning assigned by paragraph 8(b) of the Jn- 
come Tax Application Rules), to be a new 
manufacturing or processing business in a 
designated area for the fiscal period in which 
the property was acquired or for a subsequent 
fiscal period, and 


(ii) had not been used for any purpose 
whatever before it was acquired by the tax- 
payer; or 


(b) the capital cost of which was included in the 
approved capital costs as defined in the Area De- 
velopment Incentives Act upon which approved 
capital cost the Minister of Industry has based the 
amount of a development grant authorized under 
that Act. 

Related Provisions: Reg. 1103(2a) — Election to include prop- 

erty in Class 8; Reg, 4600(2)(k) — Qualified property; 

4604(2)(4j) — Approved project property. 

History: Class 21 amended by P.C. 1994-1817, s. 48, Nicuibes if 

1994, Canada Gazette, Part H, November 30, 1994. 


Class 22 
[Reg. 1100(1)(a)(xvi)] 


Property acquired by the taxpayer after March 16, 
1964 and 


(a) before 1988, or 
(b) before 1990 


(i) pursuant to an obligation in writing entered 
into by the taxpayer before June 18, 1987, or 


(ii) that was under construction by or on be- 
half of the taxpayer on June 18, 1987 


that is power-operated movable equipment designed 
for the purpose of excavating, moving, placing or 
compacting earth, rock, concrete or asphalt, except a 
property included in Class 7. 

Related Provisions: Reg. 4600(2)(e) — Qualified property; 
4603(a) — Qualified construction equipment; 4604(2)(d) — Ap- 
proved project property; Reg. Sch. II:Cl. 38 — Earth-moying equip- 
ment acquired after 1987. 
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Cl. 24 — (50 per cent) 


History: Class 22 substituted by P.C. 1989-2464, s. 17, December 
14, 1989, Canada Gazette, Part II, January 3, 1990, applicable in 
respect of property acquired after 1987. 

Class 22 substituted by P.C. 1979-1487, s. 6, May 17, 1979, Can- 
ada Gazette, Part II, June 13, 1979. 

Interpretation Bulletins: IT-411R: Meaning of “construction”; 
IT-469R: CCA — earth-moving equipment. 


Class 23 — (100 per cent) 
[Reg. 1100(1)(a)(xvii)] 
Property that is 


(a) a leasehold interest or a concession in respect 
of land granted under or pursuant to an agreement 
in writing with the Canadian Corporation for the 
1967 World Exhibition where such leasehold in- 
terest or concession is to expire not later than 
June 15, 1968; 


(b) a building or other structure, including com- 
ponent parts, erected on land that is the subject 
matter of a leasehold interest or concession de- 
scribed in paragraph (a) where such building or 
other structure, including component parts, is of a 
temporary nature and is required by the agree- 
ment to be removed not later than June 15, 1968; 


(c) a leasehold interest or licence in respect of 
land granted under or pursuant to an agreement in 
writing with the Expo 86 Corporation where such 
leasehold interest or licence is to expire not later 
than January 31, 1987; or 


(d) a building or other structure, including com- 
ponent parts, erected on land that is the subject 
‘matter of a leasehold interest or licence described 
in paragraph (c) where such building or other 
structure, including component parts, is of a tem- 
porary nature and is required by the agreement to 
be removed not later than January 31, 1987. 
Related Provisions: Reg. | 100(2)(a)(iv) — Half-year rule inap- 
plicable to Class 23 property. 
History: Paras. (c) and (d) added by P.C. 1984-3995, s. 2, Decem- 
ber 13, 1984, Canada Gazette, Part II, January 9, 1985, applicable 
in respect of property acquired after 1983. 


Class 24 — (50 per cent) 
[Reg. 1100(1)(t), (ta)] 
Property acquired after April 26, 1965 and before 
197] 


(a) that would otherwise be included in Class 2, 
3, 6 or 8 and that 


(i) was acquired primarily for the purpose of 
preventing, reducing or eliminating pollution 
of 
(A) any of the inland, coastal or boundary 
waters of Canada, or 
(B) any lake, river, stream, watercourse, 
pond, swamp or well in Canada, 
by industrial waste, refuse or sewage created 


by operations in the course of carrying on a 
business by the taxpayer or that would be cre- 


Reg. 
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ated by such operations if the property had not 
been acquired and used, and 


(ii) had not been used for any purpose 
whatever before it was acquired by the 
taxpayer, 


but not including property acquired for use in the 
production of by-products or the recovery of 
materials unless the by-products are produced 
from, or the materials are recovered from, materi- 
als that after April 26, 1965, 


(iii) were being discarded as waste by the tax- 
payer, or 


(iv) were commonly being discarded as waste 
by other taxpayers who carried on operations 
of a type similar to the operations carried on 
by the taxpayer, 


and property acquired before 1999 


(b) that would otherwise be included in another 
class in this Schedule 


(i) that has not been included by the taxpayer 
in any other class, 


(ii) that had not been used for any purpose 
whatever before it was acquired by the 
taxpayer, 


(iii) that was acquired by the taxpayer after 
1970 primarily for the purpose of preventing, 
reducing or eliminating pollution of 


(A) any of the inland, coastal or boundary 
waters of Canada, or 


(B) any lake, river, stream, watercourse, 
pond, swamp or well in Canada, 


that is caused, or that, if the property had not 
been acquired and used, would be caused by 


(C) operations carried on by the taxpayer 
at a site in Canada at which operations 
have been carried on by him from a time 
that is before 1974, 


(D) the operation in Canada of a building 
or plant by the taxpayer, the construction 
of which was either commenced before 
1974 or commenced under an agreement in 
writing entered into by him before 1974, or 


(E) the operation of transportation or other 
movable equipment that has been operated 
by the taxpayer in Canada (including any 
of the inland, coastal or boundary waters 
of Canada) from a time that is before 1974, 


or that was acquired by him after May 8, 
1972, that would otherwise have been prop- 
erty referred to in this subparagraph except 
that 


(F) it was acquired 


(1) for the purpose of gaining or pro- 
ducing income from a business by a 
taxpayer whose business includes the 
preventing, reducing or eliminating of 
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pollution of a kind referred to in this 
subparagraph that is caused or that oth- 
erwise would be caused primarily by 
operations referred to in clause (C), (D) 
or (E) carried on by other taxpayers 
(not including persons referred to in 
section 149 of the Act), and 


(II) to be used in a business referred to 
in subclause (I) in the preventing, re- 
ducing or eliminating of pollution of a 
kind referred to in this subparagraph, or 


(G) it was acquired 


(1) for the purpose. of gaining or pro- 
ducing income from a property by a 
corporation whose principal business is 
the purchasing of conditional sales con- 
tracts, accounts receivable; bills of sale, 
chattel mortgages, bills of exchange or 
other obligations representing part or 
all of the sale price of merchandise or 
services, the lending of money, or the 
leasing of property, or any combination 
' thereof, and 


(II) to be leased to a taxpayer (other | 


than a person referred to in section 149 
of the Act) to be used by him, in an op- 
eration. referred to in clause (C), (D), 
(E) or (F), in the preventing, reducing 
or eliminating of pollution of a kind re- 
ferred to in this subparagraph, and 


(iv) that has, upon application by the taxpayer 
to the Minister of the Environment, been ac- 
cepted by that Minister as property the pri- 
mary use of which is to be the preventing, re- 
ducing or eliminating of pollution of a kind 
referred to in subparagraph (ii), 


and for the purposes of paragraphs (a) and (b) 


(c) where a corporation (in this paragraph re- 
ferred to as the “predecessor corporation’”’) has, as 
a result of an amalgamation within the meaning 
assigned by subsection 87(1) of the Act, merged 
at any time after 1973 with one or more other 
corporations to form one corporate entity (in this 
paragraph referred to. as the “new. corporation’), 
the new corporation shall be deemed to be the 
same. corporation as, and a continuation of, the 
predecessor corporation; 


(d) where a corporation (in this paragraph re- 
ferred to as the “‘subsidiary”) has been wound up 
at any time after 1973 in circumstances to which 
subsection 88(1) of the Act applies, the parent 
(within the meaning assigned. by. that subsection) 
shall be deemed to be the same corporation as, 
and a continuation of, the subsidiary; and 


(e) this class shall be read without reference to 
subparagraph (b)(i) where paragraph (c) or (d) 
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applies to the taxpayer and the property was ac- 
quired before 1992. 
Related Provisions: Reg. 1 100(2)(a)(iv) — Half-year rule inap- 
plicable to Class 24 property; Reg. 4600(1 )(a), 4600(2)(k) — Quali- 
fied property; 4604(1)(a), 4604(2)(j) — Approved project property. 
History: The portion of Class 24 between paras. (a) and (b) 


amended by P.C. 1997-1033, s. 8, July 25, 1997, Canada Gazette, 
Part II, August 20, 1997, applicable after February, 21, 1994. 


All that portion of Class 24 following subpara. (b)(iv) added by P.C. 
1994-139, s. 24, January 27, 1994, Canada Gazette, Part II, Febru- 
ary 9, 1994, applicable to 1974 ef seg. 


Those portions of Class 24 preceding subpara. (a)(i) and following 
subpara. (a)(iii) and preceding subpara. (b)(i) substituted by P.C. 
1979-1487, s. 7, May 17, 1979, Canada Gazette, Part Il, June 13, 
LO 79. 


All that portion of para. (b) preceding subpara. (i), and subpara. 
(b)(iv) substituted by P.C. 1978-345, s. 1, February 9,.1978, Canada 
Gazette, Part Il, February 22, 1978, effective on and after January 1, 
1978. 


Interpretation Bulletins: IT-336R: Pollution control property. 


_ Class 25 — (100 per cent) 
[Reg. 1100(1)(a)(xviii)] 


Property that would otherwise be included in another 
class in this Schedule that is property acquired by the 
taxpayer 


(a) before October 23, 1968, or 


(b) after October 22, 1968 and before 1974, 
where the acquisition of the property may reason- 
ably be regarded as having been in fulfilment of 
an. obligation undertaken in an agreement made 
in writing before October 23, 1968 and ratified, 
confirmed or adopted by the legislature of a prov- 
ince by a statute that came into force before that 
date, 


if the taxpayer was, on October 22, 1968, a corpora- 
tion, commission or association to which, on the as- 
sumption that October 22, 1968 was in its 1969 taxa- 
tion year, paragraph 62(1)(c) of the former Act 
(within the meaning assigned by paragraph 8(b) of 
the Income Tax Application Rules), 


(c) would not apply; and 


(d) would have applied but for subparagraph (4) 
or (ii) of that paragraph. 


Class 26 — (5 per cent) 
[Reg. 1100(1)(a)(xix)] 
Property that is | 
(a) a catalyst; or 


(b) deuterium enriched water (commonly known 
as “heavy water’) acquired after May 22, 1979. 


History: Class 26 amended by P.C. 1994-1817, s. 48, November 1, 
1994, Canada Gazette, Part Il, November 30, 1994. 


Class 26 and rate substituted by P.C. 1979-1488,'s. 3, May 17, 
1979, Canada Gazette, Part Il, June 13, 1979. 
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Class 27 — (50 per cent) 
[Reg. 1100(1)(t), (ta)] 


Property acquired before 1999 that would otherwise 
be included in another Class in this Schedule 


(a) that has not been included by the taxpayer in 
any other class; 


(b) that had not been used for any purpose 
whatever before it was acquired by the taxpayer; 


(c) that was acquired by the taxpayer after March 
12, 1970 primarily for the purpose of preventing, 
reducing or eliminating air pollution by 


(i) removing particulate, toxic or injurious 
materials from smoke or gas, or 


(ii) preventing the discharge of part or all of 
the smoke, gas or other air pollutant, 


that is discharged or that, if the property had not 
been acquired and used, would be discharged into 
the atmosphere as a result of 


(iii) operations carried on by the taxpayer at a 
site in Canada at which operations have been 
carried on by him from a time that is before 
1974, 


(iv) the operation in Canada cae a building or 
plant by the taxpayer, the construction of 
which was either commenced before 1974 or 
commenced under an agreement in writing en- 
tered into by him before 1974, or 


(v) the operation of transportation or other 
movable equipment that has been operated by 
the taxpayer in Canada (including any of the 
inland, coastal or boundary waters of Canada) 
from a time that is before 1974, 


or that was acquired by him after May 8, 1972, 
that would otherwise have been property referred 
to in this paragraph except that 
(vi) it was acquired 
(A) for the purpose of gaining or produc- 
ing income from a business by a taxpayer 
whose business includes the preventing, 
reducing or eliminating of air pollution 
that is caused or that otherwise would be 
caused primarily by operations referred to 
in subparagraphs (iii), (iv) or (v) carried on 
by other taxpayers (not including persons 
referred to in section 149 of the Act), and 


(B) to be used in a business referred to in 
clause (A) in the preventing, reducing or 
eliminating of air pollution in a manner re- 
ferred to in this paragraph, or 
(vii) it was acquired 

(A) for the purpose of gaining or produc- 
ing income from a property by a corpora- 
tion whose principal business is the 
purchasing of conditional sales contracts, 
accounts receivable, bills of sale, chattel 
mortgages, bills of exchange or other obli- 


Reg. 
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gations representing part or all of the sale 
price of merchandise or services, the lend- 
ing of money, or the leasing of property, or 
any combination thereof, and 


(B) to be leased to a taxpayer (other than a 
person referred to in section 149 of the 
Act) to be used by him, in an operation re- 
ferred to in subparagraph (111), (iv), (v) or 
(vi), in the preventing, reducing or elimi- 
nating of air pollution in a manner referred 
to in this paragraph; and 


(d) that has, upon application by the taxpayer to 
the Minister of the Environment, been accepted 
by that Minister as property the primary use of 
which is to be the preventing, reducing or elimi- 
nating of air pollution in a manner referred to in 


paragraph (c); 
and for the purposes of paragraphs (a) to (d), 


(e) where a corporation (in this paragraph re- 
ferred to as the “predecessor corporation’) has, as 
a result of an amalgamation within the meaning 
assigned by subsection 87(1) of the Act, merged 
at any time after 1973 with one or more other 
corporations to form one corporate entity (in this 
paragraph referred to as the “new. corporation’), 
the new corporation shall be deemed to be the 
Same corporation as, and a continuation of, the 
predecessor corporation; 


(f) where a corporation (in this paragraph referred 
to as the “subsidiary”) has been wound up at any 
time after 1973 in circumstances to which sub- 
section 88(1) of the Act applies, the parent 
(within the meaning assigned by that subsection) 
shall be deemed to be the same corporation as, 
and a continuation of, the subsidiary; and 


(g) this class shall be read without reference to 
paragraph (a) where paragraph (e) or (f) applies 
to the taxpayer and the property was acquired 
Delore 17a. 
Related Provisions: Reg. 1100(2)(a)(iv) — Half-year rule inap- 
plicable to Class 27 property; Reg. 4600(1)(a), 4600(2)(k) — Quali- 
fied property; 4604(1)(a), 4604(2)G) — Approved project property. 
History: The opening words of Class 27 amended by P.C. 1997- 
1033, s. 9, July 25, 1997, Canada Gazette, Part Il, August 20, 1997, 
applicable after February 21, 1994. 
That portion of Class 27 following para. (d) added by P.C. 1994- 


139, s. 25, January 27, 1994, Canada Gazette, Part II, February 9, 
1994, applicable to 1974 et seq. 


That portion of Class 27 preceding para. (a) substituted by P.C. 
1979-1487, s. 8, May 17, 1979, Canada Gazette, Part.II, June 13, 
1979. 


All that portion of Class 27 preceding para. (a) and para (d) substi- 
tuted by P.C. 1978-345, s. 2, February 9, 1978, Canada Gazette, 
Part II, February 22, 1978, effective on and after January 1, 1978. 


Interpretation Bulletins: IT-336R: Pollution control property. 


Class 28 
[Reg. 1100(1)(a)(xx), 1100(1)(w), (ze)(i)(A)] 
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Property situated in Canada that would otherwise be 
included in another class in this Schedule that 


(a) was acquired by the taxpayer 
(i) before 1988, or 
(1i) before 1990 


(A) pursuant to an obligation in writing en- 
tered into by the taxpayer before June 18, 
1987, 


(B) that was under construction by or on 
behalf of the taxpayer on June 18, 1987, or 


(C) that is machinery or equipment that is 
a fixed and integral part of a building, 
structure, plant facility or other property 
that was under construction by or on be- 
half of the taxpayer on June 18, 1987, 


and that 
(b) was acquired by the taxpayer principally for 
the purpose of gaining or producing income from 
one or more mines operated by the taxpayer and 
situated in Canada and each of which 


(i) came into production in reasonable com- 
mercial quantities after November 7, 1969, or 


(i1) was the subject of a major expansion after 
November 7, 1969 


(A) whereby the greatest designed capac- 
ity, measured in tons of input of ore, of the 
mill that processed the ore from the mine 
was not less than 25 per cent greater in the 
year following the expansion than it was in 
the year preceding the expansion, or 


(B) where, in the one-year period preced- 
ing the expansion, 


(1) no mill processed the ore from the 
mine at any time, or 


(II) the mill that processed the ore from 
the mine processed other ore, 


and the Minister, in consultation with the 
Minister of Energy, Mines and Resources, 
was Satisfied that the greatest designed ca- 
pacity of the mine, measured in tons of 
output of ore, immediately after the expan- 
sion was not less than 25 per cent greater 
than the greatest designed capacity of the 
mine immediately before the expansion, 


(c) was acquired by the taxpayer 
(1) after November 7, 1969, 


(ii) before the coming into production of the 
mine or the completion of the expansion of 
the mine referred to in subparagraph (b)(1) or 
(11), as the case may be, and 


(iii) in the case of a mine that was the subject 
of a major expansion described in subpara- 
graph (b)(ii), in the course of and principally 
for the purposes of the expansion, 


(d) had not, before it was acquired by the tax- 
payer, been used for any purpose whatever by 
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any person with whom the taxpayer was not deal- 
ing at arm’s length, and 


(e) is any of the following, namely, 


(i) property that was acquired before the mine 
came into production and that would, but for 
this class, be included in Class 10 by virtue of 
paragraph (g), (k), (1) or (r) of that class or 
would have been so included in that class if it 
had been acquired after the 1971 taxation 
year, 


(ii) property that was acquired before the mine 
came into production and that would, but for 
this class, be included in Class 10 by virtue of 
paragraph (m) of that class, or 


(i11) property that was acquired after the mine 
came into production and that would, but for 
this class, be included in Class 10 by virtue of 
paragraph (g), (k), (1) or (r) of that class, 


or that would be described in paragraphs (b) to (e) if 
in those paragraphs each reference to a “mine” were 
read as a reference to a “mine that is a location in a 
bituminous sands deposit, oil sands deposit or oil 
shale deposit from which material is extracted’, and 
each reference to “after November 7, 1969” were | 
read as “before November 8, 1969”. 


Related Provisions: Reg. 1101(4a), (4b) — Separate class for 
certain property under Class 20; Reg. 1104(5), (6.1) — Income 
from amine; 1104(7)—Extended meaning of “mine”; 
1205(1)(c) — Earned depletion base — 1206(1)“bituminous sands 
equipment”; 4600(1)(b), 4600(2)G) — Qualified property; 
4601(a)(vi) — Qualified transportation equipment; 4604(2)(i) — 
Approved project property. 

History: Subpara. (b)(ii) substituted by P.C. 1994-139, s. 26, Janu- 
ary 27, 1994, Canada Gazette, Part II, February 9, 1994, applicable 
to expansions of mines commencing after June 18, 1987. 


Class 28 substituted by P.C. 1989-2464, s. 18, December 14, 1989, 
Canada Gazette, Part Il, January 3, 1990, applicable in respect of 
property acquired after 1987. 


Subpara. (d)(iii) substituted by P.C. 1980-3279, s. 5, December 4, 
1980, Canada Gazette, Part Il, December 24, 1980, effective in re- 
spect of property acquired after December 11, 1979. 


Subparas. (d)(ii), (iii) substituted for subpara. (ii) by P.C. 1978-344, 
s. 8, February 9, 1978, Canada Gazette, Part II, February 22, 1978, 
effective after March 31, 1977. 


Class 29 — (50 per cent) 
[Reg. 1100(1)(t), (ta)] 


Property that would otherwise be included in another 
class in this Schedule 
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(E) selling or servicing a type of property 
that it also leases, 


or any combination thereof, unless use of the 
property by the lessee commenced before 
May vets 2s. 


(b) that is 


(i) property that, but for this class, would be 
‘included in Class 8, except railway rolling 
stock or a PRODELEY) described in pareer ab (j) 
of Class 8, a 


(ii) an oil or water storage tank, 


(a) that is property manufactured by the taxpayer, 
the manufacture of which was completed by him 
after May 8, 1972, or other property Beats by 


(iii) a powered, industrial lift truck, 
(iv) electrical generating equipment described 


the taxpayer after May 8, 1972, 


(i) to be used directly or indirectly by him in 
Canada primarily in the manufacturing or 
processing of goods for sale or lease, or. 


(ii) to be leased, in the ordinary course of car- 
rying on a business in Canada of the taxpayer, 
to a lessee who can reasonably be expected to 
use, directly or indirectly, the property in Can- 
ada primarily in the manufacturing or process- 
ing by him of goods for sale or lease, if the 
taxpayer is a corporation whose principal bus- 
iness 1s 


(A) leasing property, 


(B) manufacturing property, that it sells or 
leases, 


(C) the lending of money, 


(D) the purchasing of conditional sales 
contracts, accounts receivable, bills of sale, 
chattel mortgages, bills of exchange or 
other obligations representing part or all of 
the sale price of merchandise or services, 
or 


in Class 9, or 


(v) property described in paragraph (b) or (f) 
of Class 10; and 


(c) that is property acquired by the pedi 
(i) before 1988, or 
uch before 1990 


(A) pursuant to an obligation in writing en- 
tered into by the taxpayer before June 18, 
1987, 


(B) that was under construction by: or on 
behalf of the taxpayer on June 18, 1987, or 


(C) that.is machinery or equipment that is 

a fixed and integral part of a building, 

structure, plant facility or other property 

that was under construction. by or on be- 

half of the taxpayer on June 18, 1987. 
Related Provisions: Reg. -1100(2)(a)(iv) — Half-year rule inap- 
plicable to Class 29 property; Reg. 1104(9), 4600(2)(k) — Defini- 
tion of manufacturing or processing; 4604(2)(G) — Approved pro- 
ject property; Reg. Sch. II Cl. 39. 


History: Para. (c) added by P.C. 1989-2464, s. 19, December 14, 
1989, Canada Gazette, Part Ul, January 3, 1990, applicable in re- 
spect of property acquired after 1987. 


Selected Cases [Class 29]: Donohue Normick Inc. v. Canada, 
[1995] E.T.C. 2158; 96 DTC 6061 (FCA) (Classification depends 
on expectation of use of item). 


Interpretation Bulletins: IT-147R3: CCA — Accelerated write- 
off of manufacturing and processing machinery and equipment; IT- 
411R: Meaning of “construction”. 


Class 30 
[Reg. 1100(1)(a)(xxi)] 
Property that is an unmanned telecommunication 
spacecraft designed to orbit above the earth and ac- 
quired by the taxpayer 
(a) before 1988, or 
(b) before 1990 


(i) pursuant to an obligation in writing entered 
into by the taxpayer before June 18, 1987, or 


* 


(ii) that was under construction by or on be- 
half of the taxpayer before June 18, 1987. 


Related Provisions: Reg. 1 101(5a) — Separate class, 
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History: Class 30 substituted by P.C. 1989-2464, s. 20, December 
14, 1989, Canada Gazette, Part Il, January 3, 1990, applicable in 
respect of property acquired after 1987. 


Class 31 — (5 per cent) 
[Reg. 1100(1)(a)(xxii)] 
Property that is a multiple-unit residential building in 


Canada that would otherwise be included in Class 3 
or Class 6 and in respect of which 


(a) a certificate has been issued by Canada Mort- 
gage and Housing Corporation certifying 


(i) in respect of a building that would other- 
wise be included in Class 3, that the installa- 
tion of footings or any other base support of 
the building was commenced 


(A) after November 18, 1974 and before 
1980, or 


(B) after October 28, 1980 and before 
1982, 


as the case may be, and 


(ii) in respect of a building that would other- 
wise be included in Class 6, that the installa- 
tion of footings or any other base support of 
the building was commenced after December 
31, 1977 and before 1979, 


and that, according to plans and specifications for 
the building, not less than 80 per cent of the floor 
space will be used in providing self-contained do- 
mestic establishments and related parking, recrea- 
tion, service and storage areas; 


(b) not more than 20 per cent of the floor space is 
used for any purpose other than the purposes re- 
ferred to in paragraph (a); 

(c) the certificate referred to in paragraph (a) was 
issued on or before the later of 


(1) December 31, 1981, and 


(ii) the day that is 18 months after the day on 
which the installation of footings or other base 
support of the building was commenced; and 


(d) the construction of the building proceeds, af- 
ter 1982, without undue delay, taking into consid- 
eration acts of God, labour disputes, fire, acci- 
dents or unusual delay by common carriers or 
suppliers of materials or equipment; 


and that was acquired by the taxpayer 
(e) before June 18, 1987, or 
(f) after June 17, 1987 pursuant to 


(i) an obligation in writing entered into by the 
taxpayer before June 18, 1987, or 


(ii) the terms of a prospectus, preliminary pro- 
spectus, registration statement, offering mem- 
orandum or notice required to be filed with a 
public authority in Canada and filed before 
June 18, 1987 with that public authority. 


Related Provisions: Reg. 1101(5b) — Separate class where 
property cost $50,000 or more. 
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History: All that portion of Class 31 following para. (d) added by 
P.C. 1989-2464, s. 21, December 14, 1989, Canada Gazette, Part II, 
January 3, 1990, applicable in respect of property acquired after 
June 18, 1987. 


Para. (d) substituted by P.C. 1982-3667, December 2, 1982, Canada 
Gazette, Part Il, December 22, 1982. 


All that portion of para. (a) preceding subpara. (ii) substituted, pa- 
ras. (c), (d) added by P.C. 1981-733, s. 3, March 19, 1981, Canada 
Gazette, Part II, April 8, 1981, effective commencing October 29, 
1980. 


Subpara. (a)(i) substituted by P.C. 1979-1487, s. 9, May 17, 1979, 
Canada Gazette, Part II, June 13, 1979, effective January 1, 1979. 


Class 31 substituted by P.C. 1978-345, s. 3, February 9, 1978, Can- 
ada Gazette, Part II, February 22, 1978, effective on and after Janu- 
ary 1, 1978. 


Selected Cases [Class 31]: Blouin v. Canada, [1995] 2 C.T.C. 
412 (FCTD) (Even certificate obtained by fraud is binding upon 
Minister). 


Interpretation Bulletins: [T-195R4: Rental property — CCA re- 
strictions; IT-304R: CCA — Condominiums; IT-367R3: Capital 
cost allowance — multiple-unit residential buildings. 


Forms: TX87: Application for a copy of a MURB certificate. 


Class 32 — (10 per cent) 
[Reg. 1100(1)(a)(xxiii)] 


Property that is a multiple-unit residential building in 
Canada that would otherwise be included in Class 6 
if the reference to “1979” in subparagraph (a)(vili) of 
that Class were read as a reference to “1980”, and in 
respect of which 


(a) a certificate has been issued by Canada Mort- 
gage and Housing Corporation certifying 


(i) that the installation of footings or any other 
base support of the building was commenced 
after November 18, 1974 and before 1978, 
and 


(ii) that, according to plans and specifications 
for the building, not less than 80% of the floor 
space will be used in providing self-contained 
domestic establishments and related parking, 
recreation, service and storage areas; and 


(b) not more than 20 per cent of the floor space is 
used for any purpose other than the purposes re- 
ferred to in subparagraph (a)(ii). 


History: All that portion of Class 32 preceding para. (a) substituted 
by P.C. 1978-3768, s. 4, December 14, Canada Gazette, Part II, De- 
cember 27, 1978, effective January 1, 1979. 


Interpretation Bulletins: IT-195R4: Rental property — CCA re- 
strictions; IT-304R: CCA — Condominiums; IT-367R3: Capital 
cost allowance — multiple-unit residential buildings; . 


Forms: TX87: Application for a copy of a MURB certificate. 


Class 33 — (15 per cent) 
[Reg. 1100(1)(a)(xxiv)] 
Property that is a timber resource property. 


Interpretation Bulletins: IT-481: Timber resource property and 
timber limits. 
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Cl. 34 — (50 per cent) Cl. 34(e)(iv) 


Class 34 — (50 per cent) 
[Reg. 1100(1)(t), (ta)] 


Property that would otherwise be included in Class 
1, 2 or 8 


(a) that is 
(i) electrical generating equipment, 


(ii) production equipment and pipelines of a 
distributor of heat, 


(iii) steam generating equipment that was ac- 
quired by the taxpayer primarily for the pur- 
pose of producing steam to operate property 
described in subparagraph (1), or 


(iv) an addition to a property described in sub- 
paragraph (1), (11) or (iii), 
~ but not including buildings or other structures, 


(b) that was acquired by the taxpayer after May 
do LAO, 


(c) that 


(i) was acquired by the taxpayer for use by 
him in a business carried on in Canada, or 


(ii) is to be leased by the taxpayer to a lessee 
for use by the lessee in Canada, and 


(d) that is property in respect of which a certifi- 
cate has been issued 


(i) before December 11, 1979 by the Minister 
of Industry, Trade and Commerce certifying 
that the property is part of a plan designed to 


(A) produce heat derived primarily from 
the consumption of wood wastes or munic- 
ipal wastes, 


(B) produce electrical energy by the utili- 
zation of fuel that is petroleum, natural gas 
or related hydrocarbons, coal, coal gas, 
coke, lignite or peat (in this clause referred 
to as “fossil fuel”), wood wastes or munic- 
ipal wastes, or any combination thereof, if 
the consumption of fossil fuel (expressed 
as the high heat value of the fossil fuel), if 
any, chargeable to electrical energy on an 
annual basis in respect of the property is 
no greater than 7,000 British Thermal 
Units per kilowatt-hour of electrical en- 
ergy produced, or | 


(C) recover heat that is a by-product of an 
industrial process, or 


(ii) after December 10, 1979 by the Minister 
of Energy, Mines and Resources certifying 
that the property is part of a plan designed to 


(A) produce heat derived primarily from 
the consumption of natural gas, coal, coal 
gas, lignite, peat, wood wastes or munici- 
pal wastes, or any combination thereof, 


(B) produce electrical energy by the utili- 
zation of fuel that is petroleum, natural gas 
or related hydrocarbons, coal, coal gas, 
coke, lignite or peat (in this clause referred 


to as “fossil fuel’), wood wastes or munic- 
ipal wastes, or any combination thereof, if 
the consumption of fossil fuel (expressed 
as the high heat value of the fossil fuel), if 
any, chargeable to electrical energy on an 
annual basis in respect of the property is 
no greater than 7,000 British Thermal 
Units per kilowatt-hour of electrical en- 
ergy produced, or 


(C) recover heat that is a by-product of an 
industrial process, 


and property that was acquired by the taxpayer after 
December 10, 1979 (other than property described in 
paragraph (a)) and would otherwise be included in 
another Class in this Schedule 


(e) that is 


(i) active solar heating equipment including 
solar collectors, solar energy conversion 
equipment, storage equipment, contro] equip- 
ment, equipment designed to interface solar 
heating equipment with other heating equip- 
ment, and solar water heaters, used to 


(A) heat a liquid or air to be used directly 
in the course of manufacturing or 
processing, 


(B) provide space heating when installed 
in a new building or other new structure at 
the time of its original construction where 
that construction commenced after Decem- 
ber 10, 1979, or 


(C) heat water for a use other than a use 
described in clause (A) or (B), 


(ii) a hydro electric installation of a producer 
of hydro electric energy with a planned maxi- 
mum generating capacity not exceeding 15 
megawatts upon completion of site develop- 
ment that is the generating equipment and 
plant (including structures) of that producer 
including a canal, a dam, a dyke, an overflow 
spillway, a penstock, a powerhouse complete 
with generating equipment and other equip- 
ment ancillary thereto, control equipment, 
fishways or fish bypasses and transmission 
equipment, except distribution equipment and 
a property included in Class 10 or 17, 


(iii) heat recovery equipment that is designed 
to conserve energy or reduce the requirement 
to acquire energy by extracting and reusing 
heat from thermal waste including condensers, 
heat exchange equipment, steam compressors 
used to upgrade low pressure steam, waste 
heat boilers and ancillary equipment such as 
control panels, fans, instruments or pumps, 


(iv) an addition or alteration to a hydro elec- 
tric installation described in subparagraph (11) 
that results in a change in generating capacity 
if the new maximum generating capacity at 
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Cl. 34(e)(iv) 


the hydro electric installation does not exceed 
15 megawatts, or 


(v) a fixed location device acquired after Feb- 
ruary 25, 1986, that is a wind energy conver- 
sion system designed to produce electrical en- 
ergy, consisting of a wind-driven turbine, 
generating equipment and related equipment, 
including control and conditioning equipment, 
support structures, a powerhouse complete 
with equipment ancillary thereto, and trans- 
mission equipment, but.not including distribu- 
tion equipment, equipment designed to store 
electrical energy or property included in Class 
10 or 17, 


(f) that 


(i) was acquired by the taxpayer for use by 
him for the purpose of gaining or producing 
income from a business carried on in Canada 
or from property situated in Canada, or 


(ii) is to be leased by the taxpayer to a lessee 
for use by the lessee in Canada, and 


(g) that is property in respect of which a certifi- 
cate has been issued by the Minister of Energy, 
Mines and Resources, 


but not including 


(h) property in respect of which a certificate is- 
sued under paragraph (d), (g) has been revoked 
pursuant to subsection 1104(11), 


(i) property that had been used before it was ac- 
quired by the taxpayer unless the property had 
previously been included in Class 34 for the pur- 
pose of computing the income of the person from 
whom it was acquired, . 


(j) property acquired by the taxpayer after Febru- 
ary 21, 1994 other than 


(i) property acquired by the taxpayer | 


(A) pursuant to an agreement of purchase 
and sale in writing entered into by the tax- 
payer before February 22, 1994, 


(B) in order to satisfy a legally binding ob- 
ligation entered into by the taxpayer in 
writing before February 22, 1994 to sell 
electricity to a public power utility in 
Canada, 


(C) that was under construction by or on 
behalf of the taxpayer on February 22, 
1994, or 


(D) that is machinery or equipment that is 
a fixed and integral part of a building, 
structure or other property that was under 
construction by or on behalf of the tax- 
payer on February 22, 1994, and 


(ii) property acquired by the taxpayer before 
1996 


(A) pursuant to an agreement of purchase 
and sale in writing entered into before 


Income Tax-Regulations, Schedule II 


1995 to acquire the property from a person 
or partnership in circumstances where 


(I) the property was part of a project 
that was under construction by the per- 
son or partnership on February 22, 
1994, and 


(II) it is reasonable to conclude, having 
regard to all of the circumstances, that 
the person or partnership constructed 
the project with the intention of trans- 
ferring all or part of the project to an- 
other taxpayer after completion, or 


(B) pursuant to an agreement in writing 
entered into before 1995 by the taxpayer 
with a person or partnership where the tax- 
payer agrees to assume a legally binding 
obligation entered into by the person or 
partnership before February 22, 1994 to 
sell electricity to a public power utility in 
Canada, or 


(k) property in respect of which a certificate has 
not been issued under paragraph (d) or (g) before 
the time that is the later of 


(i) the end of 1995, and 


(ii) 2 years after the property is acquired by 
the taxpayer or, where the property is property 
acquired in circumstances to which paragraph 
(j) applies, 2 years after substantial comple- 
tion of the property. 


Related Provisions: Reg. 1100(2)(a)(iv) — Half-year rule inap- 
plicable to Class 34 property; Reg. 1100(24), (25) — Limitation on 
deduction for specified energy property; Reg. 1104(11), 
4600(2)(k) — Qualified property; Reg. 4604(2)(j) — Approved pro- 
ject property. 


History: Paras. (j) and (k) added to Class 34 by P.C. 1997-1033, s. 
10, July 25, 1997, Canada Gazette, Part Il, August 20, 1997, appli- 
cable! after February 21, 1994. 


That portion of Class 34 preceding para. (a) substituted by P.C. 
1989-2464, s. 22, December 14, 1989, Canada Gazette, Part Il, Jan- 
uary 3, 1990, applicable in respect of property acquired after 1987. 


Subpara. (e)(v) added by P.C. 1987-2354, November 26, 1987, 
Canada Gazette, Part Il, December 9, 1987. 


Para. (b), subparas. (c)(ii), (f)(i), cl. (e)(4)(B), and that portion fol- 
lowing para. (d) and preceding para. (e) substituted by P.C. 1985- 
2673, s. 2, August 28, 1985, Canada Gazette; Part Il, September 18, 
1985, 


Cls. (d)(i)(C), (i)(C) substituted by P.C. 1984-2044, subsecs. 3(2), 
(4), June 14, 1984, Canada Gazette, Part II, June 27, 1984. 


Subpara. (a)(iv) added, paras. (b)-(f) substituted, paras. (g)—(1) ad- 
ded by P.C. 1980-3323, s. 2, December 4, 1980, Canada Gazette, 
Part Il, December 24, 1980; paras. (b)—G) effective December 11, 
1979, 


Para. (b) and subpara. (c)(i1) substituted by P.C. 1980-327, February 
1, 1980, Canada Gazette, Part Il, February 13, 1980, effective Janu- 
ary 1, 1980. 


pie) 92 


Cl. 40 


Class 35 — (7 per cent) 


[Reg. 1100(1)(a)(xxv), 1100(1)(z. 1b), 
1100(1)(ze)(i)(D)] 
Property not included in any other class that is 
(a) a railway car acquired after May 25, 1976; or 


(b) a rail suspension device designed to carry 
trailers that are designed to be hauled on both 
highways and railway tracks. 
Related Provisions: Reg. 1100(1.13)(a)(viii) — exclusion from 
specified leasing property rules; Reg. 1101(5d), (Sd.1) — Separate 
classes. 
History: Class 35 substituted by P.C, 1994-139, s. 27, January 27, 
1994, Canada Gazette, Part I, February 9, 1994, applicable to prop- 
erty acquired after December 23, 1991, other than property acquired 
by a taxpayer before 1993 
(a) pursuant to an agreement in writing entered into before De- 
cember 24, 1991; or 


(b) that was under construction by or on behalf of the taxpayer 
on December 23, 1991. 


Class 36 


Property acquired after December 11, 1979 that is 
deemed to be depreciable property by virtue of para- 
graph 13(5.2)(c) of the Act. 

Related Provisions: Reg. 11(01(5g) — Separate class. 


History: Class 36 added by’ P.C. 1982-599, subsec. 6(2), February 
25, 1982, Canada Gazette, Part Il, March 10, 1982, applicable in 
respect of property acquired after December 11, 1979. 


Class 37 — (15 per cent) 
[Reg. 1100(1)(a)(xxvi)] 
Property that would otherwise be included in another 


class in this Schedule that is property used in con- 
nection with an amusement park, including 


(a) land improvements (other, than landscaping) 
for or in support of park activities, including 


(i) roads, sidewalks, parking areas, storage ar- 
eas, or similar surface constructions, and 
(i) canals, 
(b) buildings (other than warehouses, administra- 
tion buildings, hotels or motels), structures and 
equipment (other than automotive equipment), in- 
cluding 
(i) rides, attractions and appurtenances associ- 
ated with a ride or attraction, ticket booths and 
facades, 


(ii) equipment, furniture and fixtures, in or at- 


tached to a building included in this class, 
(iii) bridges, and 
(iv) fences or similar perimeter structures, and 
(c) automotive equipment (other than automotive 
equipment designed for use on highways or 
streets), 
and property not included in another class in this 
Schedule that is a waterway or a land improvement 


(other than landscaping, clearing or levelling land) 
used in connection with an amusement park. 


Reg. 
Cl. 40 


Related Provisions: Reg. 1103(2b) — Election to include earlier 
property in Class 37; Reg. 1104(12) — Meaning of “amusement 
park”; Reg. 1104(12); 4604(1)(a), 4604(2)(k) — Approved project 
property. 

History: Class 37 added by P.C. 1982-599, subsec. 6(2), February 
25, 1982, Canada Gazette, Part Il, March 10, 1982. 


Class 38 
[Reg. 1100(1)(zd)] 


Property not included in Class 22 but that would oth- 
erwise be included in that class if that class were 
read without reference to paragraphs (a) and (b) 
thereof. 

Related Provisions: Reg. 1101(51) — Election for separate class; 
Reg. 4600(2)(e) — Qualified property; 4603(a) — Qualified con- 
struction equipment; 4604(2)(d) — Approved project property. 
History: Class 38 added by P.C. 1989-2464, s. 23, December 14, 


1989, Canada Gazette, Part II, January 3, 1990, applicable in re- 
spect of property acquired after 1987. 


Interpretation Bulletins: IT-411R: Meaning of “contruction”; 
IT-469R: CCA — Earth-moving equipment. 


Class 39 
[Reg. 1100(1)(ze)] 


Property acquired after 1987 and before February 26, 
1992 that is not included in Class 29, but that would 
otherwise be included in that Class if that Class were 
read without reference to subparagraphs (b)(i1) and 
(v) and paragraph (c) thereof. 

Related Provisions: Reg. 1104(9); 4600(2)(k) — Qualified prop- 
erty; 4604(2)(j) — Approved project property; Sch. II:Cl. 43. 
History: Class 39 substituted by P.C. 1994-230, s. 10, February 10, 
1994, Canada Gazette, Part II, February 23, 1994, applicable to 
property acquired after February 25, 1992. 

Class 39 added by P.C. 1989-2464, s..23, December 14, 1989, Can- 
ada Gazette, Part Il, January 3, 1990, applicable in respect of prop- 
erty acquired after 1987. seins 

Selected Cases [Class 39]: Will-Kare Paving & Contracting 


Ltd. v. Canada, [1996] 2 C.T.C. 2426 (TCC) (25% of sales insuffi- 
cient to meet test for Class 39). 


Interpretation Bulletins: IT-147R3: CCA — Accelerated write- 
off of manufacturing and processing machinery and equipment; IT- 
411R: Meaning of “construction”. 


Class 40 


[Reg. 1100(1)(zf)] 


Property acquired after 1987 and before 1990 that is 
a powered industrial lift truck or property described 
in paragraph (b) or (f) of Class 10 and that is prop- 
erty not included in Class 29 but that would other- 
wise be included in that class if that class were read 
without reference to paragraph (c) thereof. 

Related Provisions: Reg. 1103(2e); 4600(2)(k) — Qualified 
property; 4604(2)(j) — Approved project property. 

History: Class 40 added by P.C. 1989-2464, s. 23, December 14, 
1989, Canada Gazette, Part II, January 3, 1990, applicable in re- 
spect of property acquired after 1987. 

Interpretation Bulletins: [T-147R3: CCA — Accelerated write- 
off of manufacturing and processing machinery and equipment. 
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Class 41 — (25 per cent) 
[Reg. 1100(1)(a)(xxvii), 1100(1)(y)] 


Property 


(a) not included in Class 28 that would otherwise 
be included in that class if that Class were read 
without reference to paragraph (a) of that Class, 
and if subparagraphs (e)(i) to (iii) of that Class 
were read as follows: 
“(i) property that was acquired before the 
mine came into production and that would, 
but for this Class, be included in Class 10 
because of paragraph (g), (k), (1) or (1) of 
that class or would have been so included in 
that class if it had been acquired after the 
1971 taxation year, and property that. would, 
but for this class, be included in Class 41 be- 
cause of subsection 1102(8) or (9), 


(ii) property that was acquired before the 
mine came into production and that would, 
but for this Class, be 


included in Class 10 because of paragraph (m) 
of that Class, or 


(iii) property that was acquired after the 
mine came into production and that would, 
but for this Class, be included in Class 10 
because of paragraph (g), (k), (1) or (r) of 
that Class, and property that would, but for 
this Class, be included in Class 41 because 
of subsection 1102(8) or (9);” 


(a.1) that is the portion, expressed as a percentage 
determined by reference to capital cost, of prop- 
erty that 


(i) would, but for this Class, be included in 
Class 10 because of paragraph (g), (k), or (J) 
of that Class, or that is included in this Class 
because of subsection 1102(8) or (9), 

(ii) is not described in paragraph (a) or (a.2), 
(iii) was acquired by the taxpayer principally 
for the purpose of gaining or producing in- 
come from one or more mines that are oper- 
ated by the taxpayer and situated in Canada, 
and that became available for use for the pur- 
pose of subsection 13(26) of the Act in a taxa- 
tion year, and 


(iv) had not, before it was acquired by the tax- 
payer, been used for any purpose by any per- 
son or partnership with whom the taxpayer 
was not dealing at arm’s length, 


where that percentage is determined by the 
formula 
[A — (B x 365/C)] 

A 


100 x 


where 


A. is the total of all amounts each of which is the 
capital cost of a property of the taxpayer that 
became available for use for the purpose of 
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subsection 13(26) of the Act in the year and 
that is described in subparagraphs (i) to (iv) in 
respect of the mine or mines, as the case may 
be, 


B_ is 5% of the taxpayer’s gross revenue from the 
mine or mines, as the case may be, for the 
year, and 


C is the number of days in the year; 
(a.2) that 


(i) is property that would, but for this Class, 
be included in Class 10 because of paragraph 
(g), (k), or (1) of that Class or that 1s included 
in this Class because of subsection 1102(8) or 
(9), 

(ii). was acquired by the taxpayer in a taxation 
year principally for the purpose of gaining or 
producing income from one or more mines 
each of which 


(A) is one or more wells operated by the 
taxpayer for the extraction of material 
from a deposit of bituminous sands or oil 
shales, operated by the taxpayer and situ- 
ated in Canada, 


(B) was the subject of a major Sibpscry ming 
after March 6, 1996, and 


(C) is a mine in respect of which the Min- 
ister, in consultation with the Minister of 
Natural Resources, is satisfied that the 
greatest designed capacity of the mine, 
measured in barrels of oil that is not be- 
yond the crude oil stage or its equivalent, 
immediately after the expansion was not 
less than 25 % greater than the greatest de- 
signed capacity of the mine immediately 
before the expansion, 


(iii) was acquired by the taxpayer 
(A) after March 6, 1996, 


(B) before the completion of the expan- 
sion, and 


(C) in the course of and principally for the 
purposes of the expansion, and 


(iv) had not, before it was acquired by the tax- 
payer, been used for any purpose by any per- 
son or partnership with whom the taxpayer 
was not dealing at arm’s length; 
(a.3) that is property included in this Class be- 
cause of subsection 1102(8) or (9), other than 
property described in paragraph (a) or (a.2) or the 
portion of property described in paragraph (a.1); 
(b) that is property 
(i) described in paragraph (f.1), (g), G), (k), 
(1), (m), (r), (t) or (u) of Class 10 that would 
be included in that Class if this Schedule were 
read without reference to this paragraph; or 
(ii) that is a vessel, including the furniture, fit- 
tings, radio communication equipment and 


Reg. 
Cl. 41 — (25 per cent) Cl. 41 


other equipment attached thereto, that is de- 
signed principally for the purpose of 


(A) determining the existence, location, 
extent or quality of accumulations of pe- 
troleum, natural gas or mineral resources, 
or 


(B) drilling oil or gas wells, 
and that was acquired by the taxpayer after 1987 
other than property that was acquired before 1990 
(iii) pursuant to an obligation in writing en- 
tered into by the taxpayer Date June 18, 
1987, 


(iv) that was under construction by. or on be- 
half of the taxpayer on June 18, 1987, or 


(v) that is machinery and equipment that is a 
fixed and integral part of property that was 
under construction by or on behalf of the tax- 
payer on June 18, 1987. 
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Related Provisions: ITA 13(5) — Reclassification of property as 
a result of change in regulations; Reg. 1101(4c), (4d) — Separate 
class for certain property under Class 41(a), (a.1) and (a.2); Reg. 
1102(8)(d), 1102(9)(d) — Generating equipment; Reg. 1102(18) — 
Townsite costs; Reg. 1104(5) — Income from a mine; Reg. 


1104(5.1), (5.2) — Gross revenue from a mine; Reg. 1104(7) — 
Meaning of “mine”; Reg. 1104(5), (6), (7), 1205(1)(a)(vi)(D), 
1205(1)(c) — Earned depletion base; 1206(1)“bituminous sands 
equipment”, “tertiary recovery equipment”; 4600(1)(b), 4600(2)(g), 
(j) — Qualified property; 4601(a)(vi) — Qualified transportation 
equipment; 4604(2)(i) — Approved project property; Reg. Sch. II 
Cl. 43: 


History: The portion of Class 41 before para. (b) amended by P.C. 
1998-49, s. 5, January 26, 1998, Canada Gazette, Part Il, February 
4, 1998, applicable in respect of property acquired after March 6, 
1996, except that paras. (a) and (a.3) apply in respect of property 
acquired after 1987. 


Subpara. (b)(i) amended by P.C. 1997-1033, s. 11, July 25, 1997, 
Canada Gazette, Part Il, August 20, 1997, applicable to property 
acquired after February 25, 1992. 


Subpara. (b)(i) substituted by P.C. 1994-230, s. 11, February 10, 
1994, Canada Gazette, Part II, February 23, 1994, applicable to 
property acquired after February 25, 1992. 


Class 41 added by P.C. 1989-2464, s. 23, December 14, 1989, Can- 
ada Gazette, Part II, January 3, 1990, applicable in respect of prop- 
erty acquired after 1987. 


Interpretation Bulletins: IT-267R2: CCA — vessels. 


Class 42 — (12 per cent) 
[Reg. 1100(1)(a)(xxviti)] 
Property that is fibre optic cable. 
Related Provisions: Reg. Sch. II Cl. 3(1)—Supporting equipment. 


History: Class 42 added by P.C. 1994-139, s. 28, January 27, 1994, 
Canada Gazette, Part Il, February 9, 1994, applicable to property 
acquired by a taxpayer after December 23, 1991, other than prop- 
erty acquired pursuant to an agreement in writing entered into by 
the taxpayer before December 24, 1991, except that 


(a) where the taxpayer so elects in a letter that is filed with the 
Minister before August 9, 1994, or in a letter attached to the 
taxpayer’s return filed with the Minister in accordance with s. 
150 of the Income Tax Act for the taxpayer’s first taxation year 
ending after December 23, 1991, those provisions apply with 
respect to property acquired by the taxpayer after the beginning 
of that year. 


(b) with respect to property acquired before December 24, 1991 
in respect of which an election referred to in para. (a) applies, 
Schedule II shall be read without reference to Class 42. 
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Class 43 — (30 per cent) 
[Reg. 1100(1)(a)(xxix)] 
Property acquired after February 25, 1992 that 


(a) is not included in Class 29, but that would 
otherwise be included in that Class if that Class 
were read without reference to subparagraphs 
(b)(iii) and (v) and paragraph (c) thereof; or 
(b) is property 
(i) that is described in paragraph (k) of Class 
10 and that would be included in that Class if 
this Schedule were read without reference to 
this paragraph and paragraph (b) of Class 41, 
and 


(ii) that, at the time of its acquisition, can rea- 
sonably be expected to be used entirely in 
Canada and primarily for the purpose of 
processing ore extracted from a mineral re- 
source located in a country other than Canada. 


Related Provisions: Reg. 4600(2)(k), 4604(2)G) — Investment 
tax credit. 


History: Para. (b) amended by P.C. 1997-1033, s. 12, July 25, 
1997, Canada Gazette, Part II, August 20, 1997, applicable to prop- 
erty acquired after February 25, 1992. 


Class 43 added by P.C. 1994-230, s. 12, February 10, 1994, Canada 
Gazette, Part II, February 23, 1994, applicable to property acquired 
after February 25, 1992, except that an election referred to therein 
shall be deemed to be filed on a timely basis if it is filed with the 
Minister of National Revenue before August 23, 1994. 


Interpretation Bulletins: [T-411R: Meaning of “construction”. 


Class 43.1 


Property, other than reconditioned or remanufactured 
equipment, that would otherwise be included in 
Class 1, 2 or 8 


(a) that is 


(i) electrical generating equipment, including 
any heat generating equipment used primarily 
for the purpose of producing heat energy to 
operate the electrical generating equipment, 


(ii) equipment that generates both electrical 
and heat energy, 


(iii) heat recovery equipment used primarily 
for the purpose of conserving energy, or re- 
ducing the requirement to acquire energy, by 


(A) extracting thermal waste that is gener- 
ated by equipment referred to in subpara- 
graph (i) or (ii), and 


(B) reusing the thermal waste to generate 
electrical energy from equipment referred 
to in subparagraph (1) or (11), 


(iv) control, feedwater and condensate sys- 
tems and other equipment, where that prop- 
erty is ancillary to equipment described in 
subparagraph (i), (ii) or (iii), or 


(v) an addition to a property described in any 
of subparagraphs (i) to (iv), 
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other than buildings or other structures, heat re- 
jection equipment (such as condensers and cool- 
ing water systems), transmission equipment, dis-. 
tribution equipment, fuel storage facilities and 
fuel handling equipment, 


(b) that has not been used for any purpose 
whatever before it is acquired by the taxpayer and 
that is Jas , 


(i) acquired by the taxpayer for use by the tax- 
payer for the purpose of gaining or producing 
income from a business carried on in Canada 
or from property situated in Canada, or 


(ii) leased by the taxpayer to a lessee for use 
by the lessee for the purpose of gaining or 
producing income from a business carried on 
in Canada or from property situated in Can- 
ada, and 
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(c) that 1s 


(i) part of a system (other than an enhanced 
combined cycle system) that 


(A) is used by the taxpayer, or by a lessee 
of the taxpayer, to generate electrical en- 
ergy, or both electrical and heat energy, 
using only fuel that is fossil fuel, wood 
waste, municipal waste, landfill gas or di- 
gester gas, or any combination of those fu- 
els, and 


(B) has a heat rate attributable to fossil fuel 
not exceeding 6,000 BTU per kilowatt- 
hour of electrical energy generated by the 
system, which heat rate is calculated as the 
fossil fuel (expressed as the high heat 
value of the fossil fuel) used by the system 
that is chargeable to gross electrical energy 
output on an annual basis, or 


(11) part of an enhanced combined cycle sys- 
tem that 


(A) is used by the taxpayer, or by a lessee 
of the taxpayer, to generate electrical en- 
ergy using only a combination of natural 
gas. and waste heat from one or more natu- 
ral gas compressor systems located on a 
natural gas pipeline, 


(B) has an incremental heat rate not ex- 
ceeding 6,700 BTU per kilowatt-hour of 
electricity generated by the system, which 
heat rate is calculated as the natural gas 
(expressed as its high heat value) used by 
the system that is chargeable to gross elec- 
trical energy output on an annual basis, 
and 


(C) does not have economically viable ac- 
cess to a steam host, 


and property (other than property described in 
paragraph (a)) that would otherwise be included 
in another Class in this Schedule - 


(d) that is 


(i) active solar heating equipment used by the 
taxpayer, or by a lessee of the taxpayer, pri- 
marily for the purpose of heating a liquid or 
gas used directly in an industrial process, in- 
cluding such equipment that consists of solar 
collectors, solar energy conversion equipment, 
solar water heaters, energy storage equipment, 
control equipment and equipment designed to 
interface solar heating equipment with other 
heating equipment, but not including 
buildings, 


(ii) a hydro-electric installation of a producer 
of hydro-electric energy, where that 
installation 


(A) has an annual average generating ca- 
pacity not exceeding 15 megawatts upon 
completion of site development, and 
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(B) is the electrical generating equipment 
and plant (including structures) of that pro- 
ducer including a canal, a dam, a dyke, an 
- overflow spillway, a penstock, a power- 
house (complete with electrical generating 
equipment and other ancillary equipment), 
control equipment, fishways or fish by- 
passes, and transmission equipment, 


other than distribution equipment and property 
otherwise included in Class 10 or 17, 


(iii) an addition or alteration to a hydro-elec- 
tric installation described in subparagraph (ii) 
that results in an increase in generating capac- 
ity, if the resulting annual average generating 
capacity of the hydro-electric installation does 
not exceed 15 megawatts, 


(iv) heat recovery equipment used by the tax- 
payer, or by a lessee of the taxpayer, primarily 
for the purpose of conserving energy, or re- 
ducing the requirement to acquire energy, by 


(A) extracting thermal waste that is gener- 
ated directly in an industrial process (other 
than in an industrial process that generates 
or processes electrical energy), and 


(B) reusing the thermal waste directly in 
an industrial process (other than in an in- 
dustrial process that generates or processes 
electrical energy), 


including such equipment that consists of heat 
exchange equipment, compressors used to up- 
grade low pressure steam, vapour or gas, 
waste heat boilers and other ancillary equip- 
ment such as control panels, fans, instruments 
or pumps, but not including buildings, 

(v) a fixed location device that is a wind en- 
ergy conversion system that 


(A) is used by the taxpayer, or by a lessee 
of the taxpayer, primarily for the purpose 
of generating electrical energy, and 


(B) consists of a wind-driven turbine, elec- 
trical generating equipment and related 
equipment, including 
(I) control, conditioning and battery 
storage equipment, 


(II) support structures, 
(III) a powerhouse complete with other 
ancillary equipment, and 
(IV) transmission equipment, 
other than distribution equipment, auxiliary 


electrical generating equipment or property 
otherwise included in Class 10 or 17, 


(vi) fixed location photovoltaic equipment 
that 


(A) is used by the taxpayer, or by a lessee 
of the taxpayer, primarily for the purpose 
of generating electrical energy from solar 
energy, 
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(B) has a peak capacity of not less than 10 
kilowatts of electrical output, and 


(C) consists of solar cells or modules and 
related equipment including 


(1) control, conditioning and battery 
storage equipment, 


(II) support structures, and 
(III) transmission equipment, 


other than buildings, distribution equipment, 
auxiliary electrical generating equipment and 
property otherwise included in Class 10 or 17, 


(vii) above-ground equipment used by the tax- 
payer, or by a lessee of the taxpayer, primarily 
for the purpose of generating electrical energy 
solely from geothermal energy, including such 
equipment that consists of pumps, heat ex- 
changers, steam separators, electrical generat- 
ing equipment and ancillary equipment used 
to collect the geothermal heat, but not includ- 
ing buildings, transmission equipment, distri- 
bution equipment, equipment designed to 
store electrical energy and property otherwise 
included in Class 10 or 17, 


_(viii) above-ground equipment used by the 


taxpayer, or by a lessee of the taxpayer, pri- 
marily for the purpose of collecting landfill 
gas or digester gas, including such equipment 
that consists of fans, compressors, storage 
tanks, heat exchangers and other ancillary 
equipment used to collect the gas, to remove 
non-combustibles and contaminants from the 
gas or to store the gas, but not including build- 
ings or property otherwise included in Class 
10 or 17, 


(ix) equipment used by the taxpayer, or by a 
lessee of the taxpayer, primarily for the pur- 
pose of generating heat energy from the con- 
sumption of wood waste, municipal waste, 
landfill gas or digester gas, if the heat energy 
is used directly in an industrial process carried 
on by the taxpayer or lessee, including such 
equipment that consists of fuel handling 


2520 


Income Tax Regulations, Schedule II 


equipment used to upgrade the combustible 
portion of the fuel and control, feedwater and 
condensate systems, and other ancillary equip- 
ment, but not including buildings or other 
structures, property otherwise included in 
Class 10 or 17, heat rejection equipment (such 
as condensers and cooling water systems), 
fuel storage facilities, fuel handling equipment 
and electrical generating equipment, or 


(x) an expansion engine with one or more tur- 
bines, or cylinders, that convert the compres- 
sion energy in pressurized natural gas into 
shaft power that generates electricity, includ- 
ing the related electrical generating equipment 
and ancillary controls, where the expansion 


engine 
(A) is part of a system that is installed 


(J on a distribution line of a distributor 
of natural gas, or 


(iD on a branch distribution line of a. 
taxpayer primarily engaged in the man- 
ufacturing or processing of goods for 
sale or lease if the branch line is used to 
deliver natural gas directly to the tax- — 

- payer’s manufacturing or processing fa- 
cility, and 2 


(B) is used instead of a pressure reducing 
valve, and 


(e) that has not been used for any purpose 
whatever before it was acquired by the taxpayer 
and that is 


(i) acquired by the taxpayer for use by the tax- 
payer for the purpose of gaining or producing 
income from a business carried on in Canada 
or from property situated in Canada, or 


(ii) leased by the taxpayer to a lessee for use 
by the lessee for the purpose of gaining or 
producing income from a business carried on 
in Canada or from property situated in 
Canada. 


Schedule IIIf — Capital Cost Allowances — Class 13 


Related Provisions: ITA 13(18.1) —Energy, Mines and Re- 
sources “Technical Guide to Class 43.1” to be determinative; ITA 
66(15)“principal-business corporation”(h), (1) — Corporation 
whose business uses property in Class 43.1; Reg. 1100(24), (25) — 
Limitation on deduction for specified energy property; Reg. 
1102(8)(d), 1102(9)(d) — Generating equipment — election for 
Class 43.1; Reg. 1102(21) — Limitation where Cl. 43.1(b)(iii)(A) 
or (B) or 43.1(e)Gii)(A) or (B) applies; Reg. 1104(13) — Defini- 
tions; Reg. 1104(14) — Where Cl..43.1(c) not operating due to defi- 
ciency, failing or shutdown; Reg. 1219 — Canadian renewable and 
conservation expense; Reg. 8200.1 — Cl. 43.1 property is pre- 
scribed energy conservation property. 


History: Class 43.1 added by P.C. 1997-1033, s. 13, July 25, 1997, 
Canada Gazette, Part Il, August 20, 1997, applicable to property 
acquired by a taxpayer after February 21, 1994 except that 


(a) in respect of property 


(i) acquired by the taxpayer pursuant to an agreement of 
purchase and sale in writing made before September 27, 
1994, or 


(ii) under construction by or on behalf of the taxpayer 
before September 27, 1994, 


cl. (c)(ii)(B) shall be read as follows: 


(B) has a an incremental heat rate not exceeding 7,000 
BTU per kilowatt-hour of electricity generated by the 
system, which heat rate is calculated as the natural gas 
(expressed as its high heat value) used by the system that 
is chargeable to the gross electrical energy output on an 
annual basis, and 
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and 


(b) in respect of property acquired by a taxpayer before June 27, 
1996, or acquired before 1998 pursuant to an agreement in writ- 
ing made by a taxpayer before June 27, 1996, 


(i) the opening words of Class 43.1 shall be read without 
reference to “, other than reconditioned or remanufactured 
equipment,”, 


(11) the opening words of para, (b) shall be read as follows: 
(b) that is 
and 
(i11) the opening words of para. (e) shall be read as follows: 


(e) that is 


Class 44 — (25 per cent) 
[Reg. 1100(1)(a)(xxx), 1100(9.1), 1103(2h)] 


Property that is a patent, or a right to use patented 
information for a limited or unlimited period. 


Related Provisions: Reg. 1103(2h) — Election not to include 
property in Class 44. 


History: Class 44 added by P.C. 1994-231, s. 5, February 10, 1994, 
Canada Gazette, Part II, February 23, 1994, applicable to. property 
acquired after April 26, 1993. 


Schedule Ili — Capital Cost 
Allowances, Class 13 


History: Schedule H was consolidated and retitled Schedule III, by 
the Consolidated Regulations of Canada, chapter 945, proclaimed in 
force August 15, 1979, by P.C. 1979-1934, July 19, 1979, Canada 
Gazette, Part II, August 8, 1979. 


1. For the purposes of paragraph 1100(1)(b), the 
amount that may be deducted in computing the in- 
come of a taxpayer for a taxation year in respect of 
the capital cost to him of a property of Class 13 in 
Schedule I is the lesser of 


(a) the aggregate of each amount determined in 
accordance with section 2 of this Schedule that is 
a prorated portion of the part of the capital cost to 
him, incurred in a particular taxation year, of a 
particular leasehold interest; and 


(b) the undepreciated capital cost to the taxpayer 
as of the end of the taxation year (before making 
any deduction under section 1100) of property of 
the class. 


2. Subject to section 3 of this Schedule, the prorated 
portion for the year of the part of the capital cost, 
incurred in a particular taxation year, of a particular 
leasehold interest is the lesser of 


(a) '/s of that part of the capital cost; and 


(b) the amount determined by dividing that part 
of the capital cost by the number of 12-month pe- 
riods (not exceeding 40 such periods) falling 
within the period commencing with the beginning 
of the particular taxation year in which the capital 
cost was incurred and ending with the day the 
lease is to terminate. 
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3. For the purpose of determining, under section 2 of 
this Schedule, the prorated portion for the year of the 
part of the capital cost, incurred in a particular taxa- 
tion year, of a particular leasehold interest, the fol- 
lowing rules apply: 


(a) where an item of the capital cost of a lease- 
hold interest was incurred before the taxation 
year in which the interest was acquired, it shall be 
deemed to have been incurred in the taxation year 
in which the interest was acquired; 


(b) where, under a lease, a tenant has a right to 
renew the lease for an additional term, or for 
more than one additional term, after the term that 
includes the end of the particular taxation year in 
which the capital cost was incurred, the lease 
shall be deemed to terminate on the day on which 
the term next succeeding the term in which the 
capital cost was incurred is to terminate; 


(c) the prorated portion for the year of the part of 
the capital cost, incurred in a particular taxation 
year, of a particular leasehold interest shall not 
exceed the amount, if any, remaining after de- 
ducting from that part of the capital cost the ag- 
gregate of the amounts claimed and deductible in 
previous years in respect thereof; 


(d) where, at the end of a taxation year, the aggre- 
gate of 


(i) the amounts claimed and deductible in pre- 
vious taxation years in respect of a particular 
leasehold interest, and 


(ii) the proceeds of disposition, if any, of part 
or all of that interest a 


equals or exceeds the capital cost as of that time 
of the interest, the prorated portion of any part of 
that capital cost shall, for all subsequent years, be 
deemed to be nil; and 


(e) where, at the end of a taxation year, the un- 
depreciated capital cost to the taxpayer of prop- 
erty of Class 13 in Schedule II is nil, the prorated 
portion of any part of the capital cost as of that 
time shall, for all subsequent years, be deemed to 
be nil. 


Interpretation Bulletins: IT-324: CCA — Emphyteutic lease; 
IT-464R: CCA — Leasehold interests. 


4. Where a taxpayer has acquired a property that 
would, if the property had been acquired by a person 
with whom the taxpayer was not dealing at.arm’s 
length at the time the property was acquired, be a 
leasehold interest of that person, a reference in this 
Schedule to a leasehold interest shall, in respect of 
the taxpayer, include a reference to that property, 
and the terms and conditions of the leasehold interest 
of that property in respect of the taxpayer shall be 
deemed to be the same as those that would have ap- 
plied in respect of that person had that person ac- 
quired the property. 
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History: S. 4 added by P.C. 1994-139, s. 29, January 27, 1994, 
Canada Gazette, Part II, February 9, 1994, applicable to property 
acquired after December 23, 1991, other than property acquired by 
a taxpayer before 1993 


(a) pursuant to an agreement in writing entered into by the tax- 
payer before December 24, 1991, or 


(b) that was under construction by or on behalf of the taxpayer 
on December 23, 1991. 


Schedule IV — Capital Cost 
Allowances, Class 15 


History: Schedule D was consolidated and retitled Schedule IV, by 
the Consolidated Regulations of Canada, chapter 945, proclaimed in 
force August 15, 1979, by P.C. 1979-1934, July 19, 1979, Canada 
Gazette, Part II, August 8, 1979. 


1. For the purposes of paragraph 1100(1)(f), the 
amount that may be deducted in computing the in- 
come of a taxpayer for a taxation year in respect of 
property described in Class 15 in Schedule II is the 
lesser of 


(a) an amount computed on the basis of a rate per 
cord, board foot or cubic metre cut in the taxation 
year; and 


(b) the undepreciated capital cost to the taxpayer 
as of the end of the taxation year (before making 
any deduction under section 1100 for the taxation 
year) of property of that class. 


History: Para. 1(a) amended by P.C. 1994-139, s. 30, January 27, 
1994, Canada Gazette, Part Il, February 9, 1994, applicable to 1986 
et seq. 


2. Where all the property of the class is used in con- 
nection with one timber limit or section thereof, the 
rate per cord, board foot or cubic metre is the 
amount determined by dividing 


(a) the undepreciated capital cost to the taxpayer 
as of the end of the taxation year (before making 
any deduction under section 1100 for the taxation 
year) of the property 


by 


(b) the number of cords, board feet or cubic me- 
tres of timber in the limit or section thereof as of 
the commencement of the taxation year, obtained 
by deducting the quantity cut up to that time from 
the amount shown by the latest cruise. 


History: S. 2 substituted by P.C. 1994-139, s. 31, January 27, 1994, 
Canada Gazette, Part II, February 9, 1994, applicable to 1986 et 
seq. 


3. Where a part of the property of the class is used in 
connection with one timber limit or a section thereof 
and a part is used in connection with another limit or 
section thereof, a separate rate shall be computed for 
each part of the property, in the manner provided in 
section 2 of this Schedule, as though each part of the 
property were the taxpayer’s only property of that 
class. 


2522 


Schedule VI — Capital Cost Allowances — Timber 


Schedule V — Capital Cost 
Allowances, Industrial Mineral 
Mines 
History: Schedule E was consolidated and retitled Schedule V, by 
the Consolidated Regulations of Canada, chapter 945, proclaimed in 


force August 15, 1979, by P.C. 1979-1934, July 19, 1979, Canada 
Gazette, Part II, August 8, 1979. 


1. For the purposes of paragraph 1100(1)(g), the 


amount that may be deducted in computing the in-- 


come of a taxpayer for a taxation year in respect of a 
property described in that paragraph that is an indus- 
trial mineral mine or a right to remove industrial 
minerals from an industrial mineral mine is the lesser 
of 


(a) an amount computed on the basis of a rate 
(computed under section 2 or 3 of this Schedule, 
as the case may be) per unit of mineral mined in 
the taxation year; and 


(b) the undepreciated capital cost to the taxpayer 
as of the end of the taxation year (before making 
any deduction under section 1100) of the mine or 
right. 


2. Where the taxpayer has not been granted an allow- | 


ance in respect of the mine or right for a previous 
taxation year, the rate for a taxation year is an 
amount determined by dividing the capital cost of 
the mine or right to the taxpayer minus the residual 
value, if any, by 


(a) in any case where the taxpayer has acquired a 
right to remove only a specified number of units, 
the specified number of units of material that he 
acquired a right to remove; and 


(b) in any other case, the number of units of com- 
mercially mineable material estimated as being in 
the mine when the mine or right was, acquired. 


3. Where the taxpayer has been granted an allowance 
in respect of the mine or right in a previous taxation 
year, the rate for the taxation year is 


(a) where paragraph (b) does not apply, the rate 
employed to determine the allowance for the 
most recent year for which an allowance was 
granted; and 


(b) where it has been established that the number 
of units of material remaining to be mined in the 
previous taxation year was in fact different from 
the quantity that was employed in determining 
the rate for the previous year referred to in para- 
graph (a), or where it has been established that 
the capital cost of the mine or right is substan- 
tially different from the amount that was em- 
ployed in determining the rate for that previous 
year, a rate determined by dividing the un- 
depreciated capital cost to the taxpayer of the 
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mine or right as of the commencement of the year 
minus the residual value, if any, by 


(1) in any case where the taxpayer has ac- 
quired a right to remove only a specified num- 
ber of units, the number of units of commer- 
cially mineable material that, at the 
commencement of the year, he had a right to 
remove, and 


(ii) in any other case, the number of units of 
commercially mineable material estimated as 
remaining in the mine at the commencement 
of the year. 


4. In lieu of the aggregate of deductions otherwise 
allowable under this Schedule, a taxpayer may elect 
that the deduction for the taxation year be the lesser 
of 


(a) $100; and 


(b) the amount received by him in the taxation 
year from the sale of Hise on 


5. In this Schedule, “residual value” means the esti- 
mated value of the property if all commercially 
mineable material were removed. 


Interpretation Bulletins [Schedule V]: IT-423: Sale of sand, 
gravel or topsoil; IT-492: Industrial mineral mines. 


Schedule Vi — Capital Cost 
Allowances, Timber Limits and 
Cutting Rights 


History: Schedule C was consolidated and retitled Schedule VI, by 
the Consolidated Regulations of Canada, chapter 945, proclaimed in 
force August 15, 1979, by P.C. 1979-1934, July 19, 1979, Canada 
Gazette, Part II, August 8, 1979. 


1. For the purposes of paragraph 1100(1)(e), the 
amount that may be deducted in computing the in- 
come of a taxpayer for a taxation year in respect of 
the capital cost to him of a property, other than a 
timber resource property, that is a timber limit or a 
right to cut timber from a limit is the lesser of 


(a) the aggregate of 


(1) an amount computed on the basis of a rate 
(determined under section 2 or 3 of: this 
Schedule) per cord, board foot or cubic metre 
cut in the year, and 


(ii) the lesser of 


(A) 1/10 of the amount expended by the 
taxpayer after the commencement of his 
1949 taxation year that is included in the 
capital cost to him of the timber limit or 
right, for surveys, cruises or preparation of 
prints, maps or plans for,the purpose of ob- 
taining a licence or right to cut timber, and 


.(B) the amount expended as described in 
clause (A) minus the aggregate of amounts 
deducted under this subparagraph in com- 
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puting the income of the taxpayer in previ- 
ous years; and 


(b) the undepreciated capital cost to the taxpayer 
as of the end of the year (before making any de- 
duction under section 1100 for the year) of the 
timber limit or right. 
History: Subpara. 1(a)(i) substituted by P.C. 1994-139, s. 32, Janu- 
ary 27, 1994, Canada Gazette, Part II, February 9, 1994, applicable 
0 1986 et seq. 


2. If the taxpayer has not been granted an allowance 

in respect of the limit or right for a previous taxation 

year, the rate for a taxation year is an amount deter- 

mined by dividing 
(a) the capital cost of the limit or right to the tax- 
payer, minus the aggregate of the residual value 
of the timber limit and any amount expended by 
the taxpayer after the commencement of his 1949 
taxation year that is included in the capital cost to 
him of the timber limit or right, for surveys, 
cruises or preparation of prints, maps or plans for 
the purpose of obtaining a licence or right to cut 
timber, 

by 
(b) the quantity of timber in the limit or the quan- 
tity of timber the taxpayer has obtained a night to 
cut, as the case may be, (expressed in cords, 
board feet or cubic metres) as shown by a cruise. 

History: Para. 2(b) substituted by P.C. 1994-139, s. 33, January 27, 


1994, Canada Gazette, Part II, February 9, 1994, applicable to 1986 
et seq. 


3. If the taxpayer has been granted an allowance in 
respect of the limit or right in a previous. taxation 
year, the rate for a taxation year is 


(a) where paragraph (b) does not apply, the rate 
employed to determine the allowance for the 
most recent year for which an allowance was 
granted; and 


(b) where it has been established that the quantity 
of timber that was in the limit or that the taxpayer 
had a right to cut was in fact substantially differ- 
ent from the quantity that was employed in deter- 
mining the rate for the previous year referred to 
in paragraph (a), or where it has been established 
that the capital cost of the limit or right is sub- 
stantially different from the amount that was em- 
ployed in determining the rate for that previous 
year, a rate determined by dividing 


(i) the undepreciated capital cost to the tax- 
payer of the limit or right as of the com- 
mencement of the year, minus the residual 
value, 
by 

(ii) the estimated remaining quantity of timber 
that is in the limit or that the taxpayer has a 
right to cut, as the case may be, (expressed in 


cords, board feet or cubic metres) at the com- 
mencement of the year. 
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History: Subpara. 3(b)(ii) substituted by P.C. 1994-139, s. 34, Jan- 
uary 27, 1994, Canada Gazette, Part II, February 9, 1994, applica- 
ble to 1986 ef seg. 


4. In lieu of the deduction otherwise determined 
under this Schedule, a taxpayer may elect that the 
deduction for a taxation year to be the lesser of 

(a) $100; and 


(b) the amount received by him in the taxation 
year from the sale of timber. 


5. In this Schedule, “residual value” means the esti- 
mated value of the property if the merchantable tim- 
ber were removed. 


Interpretation Bulletins: IT-481: 
rights. 


Schedule Vil — Publicly-Traded 
Shares or Securities 


[Reg. 4400] 


History: Schedule F was consolidated and retitled Schedule VII, by 
the Consolidated Regulations of Canada, chapter 945, proclaimed in 
force August 15, 1979, by P.C. 1979-1934, July 19, 1979, Canada 
Gazette, Part II, August 8, 1979. 


Schedule F substituted by P.C. 1980-2081, July 31, 1980, Canada 
Gazette, Part Il, August 13, 1980. 


Schedule F substituted by P.C. 1980-3472, December 18, 1980, 
Canada Gazette, Part Il, January 14, 1981. 


Legend re Codes Used: 


(1) Close price from the exchange with the ernest ‘alice — Kor 
this day (December 22, 1971) this item. 


(2) Last close price available in the past 4 weeks. 


Timber limits and cutting 


(3) Mid-point between last bid and ask price in the past 4 weeks. 
(4) No price available under (1), (2), (3). 

All prices are in Canadian funds. 

For abbreviations used, see Part XLIV. 


A-1 Steel & Iron Foundry (Vancouver) Ltd. 
CEPA ne LR? AR Oe Peers 6.75(3) 
A-1 Steel & Iron Foundry (Vancouver) Ltd. 
(GIcBe baiaiiesised ead wveqxsi adits 6.50(1) 


Aabro Mining & Oils Ltd. 2... 2.2 ses (4) 
Abbey Life Insurance Company of Canada ... 
se eT Rh ek eek ie ttt a 2 (4) 
L’Abbaye Compagnie d’Assurance Vie 
Cy Coan oe ee en (4) 
ADCOUIC MetaIs MIC. = wars et ee ee .28(2) 
Averdeen’ Minerals -Etd. oe (4) 
Abeta Mining Corp. Ltd... 2.2... ..55. .O5(3) 
Abex: Mines Ltd.;}sjastes ishosals} Ae Stam .01(3) 
Abino:Gold.,Mines. tdi .s:). saisexet aren .03(3) 
Abitibi Asbestos Mining Co. Ltd. 1.75(1) 
Abitibi Copper Mines Ltd. 2... 0.0.0... 13(1) 
Abitibi; Paper; Go. ‘Lid. i:.stan0 o2ann 7.25(1) 
Compagnie de Papier Abitibi Ltée .... 7.25(1) 
Abitibi Paper Co. Ltd. (7'2% Cu. A. Pr.) .... 
re sds dor Set eh Balinese eet 49.50(1) 
Compagnie de Papier Abitibi — Ltée 
(742% Gud Aci Priv eda" lalicko Raikk 49.50(1) 
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Abstainers Insurance Co... 2... 20: 11.00(3) 
Acadia Uranium Mines Ltd. .......4. .06(2) 
Accra Explorations Limited... 2...) 05 .07(2) 
Accurate Calculation Ltd... 2... 20 v. 1.13(1) 
Acheron Mines Ltd. . 2.00.0. 0, , 9791.016(1) 
Acklands-Limitéd ion pom) LO 4 27 5750(1) 
Acklands Limited (6% Cui: PxVy0.2 2Q1¢ 15.75(2) 
Acklands Limited (6% Cu. Cv. 2nd Pr.)-..... 
Deen. Vines. et, 2OusTOIgAA K9q $4425(1) 
Acme Gas & Oil Co. Ltd... 22 88. Oo. .22(1) 
AcoNnIC! aks. aieBQsIs IAD DEBI: .02(3) 
Actres<Limited®.%) ,.2), 805s) uO Dn 11.63(1) 
‘Acres Limited (7.20% A. Pr.) ... 2... 40.00(1) 
Acres Limited (Wt) io 0 2 ys DARL 2.40(1) 
ActoleOil Se Gas" Ltd fi, YOU, Wag: .63(1) 
Adanac Mining & Exploration Ltd. .... .46(2) 
= Sta Wings emrmited: 7, Pah) Peiion 33(1) 
Admiral Corporation. ... 00.000... 18.50(3) 
Admiral’ Mmesreta oe ee =f 3(2) 
Advance Red Lake Gold Mines Ltd. ... .04(3) 
Arrvocate’ Nines 1d 2! koe, Peeyrer nen 1.80(2) 
Acthe tivestitent Ltd, ot tons he OO) 
Corporation de Placement Aetna ...... ~85(2) 
POL vites Mniten” <<. oreo eee tere 1.21(1) 
Bots Wviaiigvement Ltd. (CL, bs: ef) 9 ee 
OR ate TE RAE Sale 5.75(1) 
oa povicia de... Gestion mA.G.r. + a tee 
OATS INV.) oie eee cer ee ee 5.75(1) 
PAL Opecal rund WtGe! sy cee | hoe 3.00(1) 
ageressive Mining Limited *. 4. Jay... 113) 
PSPUICO WANES, 10 sa at es 9 ecscpte o creas 1.98(1) 
Amita INGUStIes Btd. pe aet op oe ke 9.63(1) 
AGT, Data Systems Ltdeis ca ono. catace 1.00(1) 
aC MrOLMatique LACE a Got ee 1.00(1) 
AHED Music Corp. Ltd. . 45.09 <r 4,70(1) 
Aiken-Russet Red Lake Mines Ltd. .... .07(3) 
Aimco Industries Hotd.53 f snetsuopesdere 9 - 16.00(2) 
lad, KCSOUICES EstG.n kA sect inealusclies et «a 5.90(1) 
Ajax Mercury’ Mines Ltd. §. aos spenos St nies AL 1¢1) 
Ajax Minerals Limited 3; | ina'3.cercho: £23(1) 
Akaitcho Yellowknife Gold Mines Ltd. ..... 
ie th. bil: canahlablor) sriausx1ed tae 45(2) 
Adakon Metals Limited } sapib/. slots son .06(2) 
Albany Oil & Gas Ltd. . 2.3.00... 285, 45(1) 
Albarmont Mines Corporation ........ .27(2) 
Albatros Gold Mines Ltd. .....2..0..0.00.. (4) 
Mines d’Or Albatros Ltée... woe. ee. (4) 
Alberta Copper Resources Ltd. ........ 40(1) 
Alberta Eastern Gas Ltd... .... ish’. of d45(1) 
Alberta Gas Trunk Line Co. Ltd... .. 49.75(1) 
Alberta. ::Gas,.. Trunkesnikme! oiGonvALtd, 
(A3/.% (Gu CAPri)i.7..o3. goigtht blot 76.00(2) 
Alberta). ..Gas. > .Trunk. soLineqio'ConyALtd: 
(57:orCu.cGvi Pry isaodanmetal 138.00(1) 
Alberta Gypsum! Ltdiwioean) 2 eoniivbess A5(2) 
Alberta Natural Gas Co. Ltd........ 20.00(1) 
Alcan Aluminium Ltd. .......0.00. 18.88(1) 
Alcan Aluminium Ltee .........0. 18.88(1) 
Alcan Aluminium Ltd. (414% Cu. Cv. Pr.) ... 
iradinrtinells 1 amiteg > Uhl Bes 26.75(1) 
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Alcan Aluminium Ltee ~§ (44/4% = Cum. 


Cony, Priv.) 5.4. belimict 29M 30 26.75(1) 
- Alchib Development Ltd. ss. ce... i... .45(2) 
Alcor Minerals Limited. 2.0... 0.0... .12(2) 
Alexander Red Lake Mines Ltd... .... .03(1) 
Algoma Central Railway Co......... 8.25(1) 
Algoma Steel Corp. Ltd., The ....... 13.38(1) 
Algonquin Building Credits Ltd. ..... 4.05(2) 
Algonquin Building Credits Ltd. 
(69 2GulsPr. 9069 Bern! omg! bras : 4.00(2) 
Alice JArmu Mining Ltdiiiis }. oo os snes oe oe nel. .11(3) 
Alice Lake Mines Limited... 2.0. 0.22. (23(2) 
Athina. Mines. &.Oil Lick? v2 oy oP S\i& .80(3) 
Aljo Minesuletd ab. Talaphamahang Denigithc (4) 
Allarco Developments Inc... 2.2.0... 4.80(1) 
All Canadian-American Investments 
Bimited:Quabec Mines 410079.452,00 Se .55(3) 
All-Can Holdings Ltd. (Cl. A.) 22... 2. (4) 
All-Can Holdings Ltd. (Cl. B.) 2.2... .... (4) 
Allcop: Minéslitd) oie. {| aerbsasDrolgnd 02(3) 
Alliance Building Corp. Ltd. 
CR Cu; GyioAnPie,) . insaamied-ol: 7.00(2) 
Alliance Building Corp. Ltd... ...... 3.20(1) 
Allied Mining Corp... 2... ee. 3.25(1) 
Allied Roxana Minerals Limited ...... .65(1) 
Mlited lelemediatistda: a) unc ote letra. .03(3) 
Almmex/Lidonbéd eteisarviumalasW. ol, 5.35(1) 
Alscope Consolidated Ltd... . 2.0.24. 125(1) 
Altair Mining Corp. Limited ......0... .10(2) 
Aluminum Co: of Canada Ltd. 
(4%:Cu. lst-Pearegmal . -Carnssacties 18.00(2) 
Aluminium du Canada Limitée 
(4% (Guin; licitePranl. o>... . .22 18.00(2) 
Aluminum Co. of Canada Ltd. 
(4-1/2% Cu: 2ndePryitica O.. 1.4 2s 36.13(1) 
Aluminium du Canada Limitée 
(4-1/2% Cum. 2iéme Priv:) 2.2... . 36.13(1) 
Alvija.Minesitdial qudd [i 2. eat) vood .07(2) 
PAdwineMining ConA. os se eas ew ened be .64(1) 
Amalgamated Beau Belle Mines Ltd. .. . .04(2) 
Amalgamated Kirkland Mines Ltd... . 2... (4) 
Amalgamated Larder Mines Ltd. ...... .49(1) 
Amalgamated Properties Ltd... ... 2... 701) 
Amalgamated Rare Earth Mines Ltd. . . . .07(2) 
Amalgamated Resources Ltd........ 2. .03(2) 
Amalta Oils & Minerals Ltd... ....... 13(1) 
Ambassador Development Corp. 
of Canada’ Lid. Jesh, etindwaliey, one .70(1) 
Ambassador Mines Ltd... 2.2.2.0: 2... 109(2) 
Amber: Resources, Litd..4 . ..bi.1 2ani. ob 30(2) 
Ameranium Mines Ltd... 0... ea oe. .06(2) 
cAmeric:MinesiLtdini.t .qi0 Dania nM v209 .17(1) 
American Chibougamau Mines Ltd. ...... (4) 
American Copper & Smelting Ltd... ..... (4) 
American Eagle Petroleums Ltd... .... .75(1) 
American Leduc Petroleums Ltd........ 09(2) 
American Metropolitan Enterprises Ltd. ..... 
4. Bouneds MIQUAIGGIAD, ... «45 OU 1.15(2) 
American Quasar Petroleum Co... ... 4.80(2) 
American Uranium Limited............ (4) 
‘Amico: Mines, Ltd. a8 2ogiM blow ap} .06(1) 
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Anaconda Petroleum Limited........... (4) 
Anchor Mines ‘Limited ........ (.viel waot bay 
Anchor Petroleums Ltd imnveiay st! linia .04(3) 
Andacollo Mining Co. Ltd. . 2... 0. 2606. (4) 
Andex: Minesilitdor:id . ade.) havh aabasas 30(2) 
Angelus Petroleums (1965) Ltd... 2... 2... -23(1) 
Anglo American Nickel Mining Corp. Ltd... . . 

JO Gunadheeaber 20 thle. ciupaeg lA: (4) 
Anglo-Bomarc Mines Limited .... 2... .60(2) 
Anglo-Canadian Pulp & Paper Mills Ltd. .... 

he faunayves.hus, nobhbanintivtaiide.& 4.70(1) 
Anglo-Canadian Pulp & Paper Mills Ltd. 

(45 1/2%- Cu:. Cy-xPriul. ia as. 2a 14.00(1) 
Anglo-Canadian Telephone Co. 
%.*$2.65,Cu..Pr,), omb.canerenioxstt as 34.00(2) 
Anglo-Canadian Telephone Co. 

(S.2.90;.CuL PC sis end any anor 38.00(1) 
Anglo-Canadian Telephone Co. 

($3.15,.Cu.,Pé),.{2),. bib aumibielt ae 42.63(2) 
Anglo-Canadian Telephone Co. 

(4-1/2% @u..Pr.): 2a aithes na GOR 30.75(1) 
Anglo-Permanent Corporate Holdings 

Limited........ bit .qioD. gmibliwd so% 13.50(2) 
Anglo-Rouyn Mines Ltd. ........... 32(1) 
Anglo United Development Corp. Ltd....... 

, Ue QALY OF SEA Ph WyStiota tp or: 7101) 
Anglo Western Minerals Ltd.......... AL TCL) 
Angot Group Limited, The ......... 1.00(3) 
Annmar Mining Limited .......... esi z05S(1) 
AnsikMines'Ltdi to. 2s 0079") iis .01(2) 
Anthes Imperial Limited 

(5-1/2% aad 186 Prop... . mouieiomlAéA (4) 
Anthes Imperial Limited 

6-H29iGu Bu kst-Pr, yard. SS ceraierts 80.00(2) 
Anthes Imperial. Limited 

(5-1/4% Guc€y ist“ Prow: > musa 80.00(2) 
Anthonian Mining Corp. Ltd. ........ .03(2) 
Anthony Gas & Oil Explorations Ltd. ...... 

ah TeCenh. wear bree aos 1.43(1) 
Antoine Silver Mines Ltd... .......0. .04(3) 
Anuk: River. Manes. tdisi gui a. boisciagisg .25(1) 
Anuwon Uranium Mines Ltd. ..... nisa02(3) 
Aquablast Incorporated ............ 3.65(1) 
Aquacare International Ltd. ............ (4) 
Aquitaine Co. of Canada Ltd. ...... — 24.50(1) 
Société Aquitaine du Canada Ltée ... 24.50(1) 
Arcadia Explorations Ltd. ..........: A1(@) 
Arctic Yellowknife Mines Ltd. ....... .03(3) 
Ardel Explorations Limited .........5. 08(3) 
‘Ardo Mines Ladspsisadid edorubeak aoda .16(1) 
Ardo.Mines Ltd..(B...Wt seni muiogronA. (4) 
Argosy Mining Corp. Ltd... 2.2... 0... 45(2) 
Argus Corporation Limited ........ 13.00(1) 
Argus Corporation Limited 

(52. 50 .Cu.bA! Pmialows? slash .nsor 32.00(1) 
Argus Corporation Limited 
§2. 60! CurrAn Pail Rimivgqenalikos 34.13(2) 
Argus Corporation Limited 
($2:70 CuciB? Baisinte® isenute anol 35.75(1) 
Argus Corporation Limited (C. Pr.) ... 9.75(1) 
Arjon Gold Mines Ltd. .......0..5 20... .01(3) 
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Arlington Silver Mines Ltd........... :17(2) 
isArmore Mines Ltd.i. asst .iuisni! ain 14(1) 
Amo. Mines Ltdibsiimi.}.znoistolarS as. .04(1) 
Arrowhead Gold Mines Ltd. .. 0.22... .01(3) 
Arctic Gold & Silver Mines Ltd. ...... .09(1) 
Asamera Oil Corporation Ltd....... 18.501) 
Asbestos Corporation Ltd... ..... 6. 25.50(1) 
Ascopex Explorations iid Raster MeN (4) 
Ascopex Explorations Ltée ............ (4) 
Aselo: Industries Ltd.? 2313 &. acd Sere 13(2) 
Wshland' Oil Canada’ Litd?s. 3. war. 5; 11.88(1) 
Ashland Oil Canada Ltd. (6% Cu. Cv. Pr.) ... 

wabet of Siu odorOhe Pe datinntee 29.50(2) 
Ashland. Oik bic. ".2.). (say hassel 3 20.38(2) 
Aspen Grove Mines Ltd.). 0.5.9. tich Ha. .10(3) 
Associated. Porcupine Mines Ltd........ ey 
Astonish Lake Uranium Mining Corp. Ltd. 

eT eT eT | eee ee ee (4) 
Astrabrun. Mines Ltd... srs ¢-c.seston-Lencreedt .03(3) 
Astral Communications Ltd. ........ 1.97(2) 
Atco Industries Lidez, 4a. see ca, 8.13(1) 
Athabasca Columbia Resources Ltd... . 1.65(2) 
Athena: Mines: limited. aye cece 2h ee .08(2) 
Atlanta Mines Tita. 2 oo 22 Seen ee ae oe (4) 
Atlantic’ Coast Coppet, Corp. Ltde yo. wp .46(2) 
Nplanitic INICKe | VINES: PACs oe rand, ett eee 220) 
Atlaguc Richticlai@a csp ae eae 64.13(2) 
Atlantic Sugar Refineries Co. Limited ...... 

Bopha date ie Seclaaa te ig kde SS Le 9 6.38(1) 

Atlantic Sugar Refineries Co. Limited 

GAS Gut Birt) Me PACA, SE He, dale 15.00(1) 
Atlantic Sugar Refineries Co. Limited 

5 TOOEUMPL NaS, tye PP eRe Orel b) 
Atlantic Sugar Refineries Co. Limited (Wt.) 

TA hae PER rr apes £2 gE RINNE ay 7 1.40(1) 
ATanticn Past: Co ure toy tne pace nee gene bu (A) 
Atlantic: ‘Fustgsten: orp at nates Gb) 
Atias“Explorations: Limited shee te. a 201) 
Atlas Yellowknife Mines Ltd. 2.2.2... .05(2) 

Attila “Resources “Litd) 1° 2ery CR ERS IE Y 1.13(1) 
Augdome: Corp: iitd: Sit Sean .19(3) 
Augmitto Explorations Ltd....... ESSERE AS, (4) 
August Porcupine Gold Mines Ltd. .... .02(3) 
Aunor Gold Mines Ltdii i. 329i) 822 2.30(1) 
Auscan Mining and Oil Corporation 

Limited... HOUMIOTIO. 290L71 ORR .90(1) 
Austin Investment Corp. Ltd... ....... .41(3) 
Auto Electric Services Co. Ltd. ...... 6.00(1) 
Auto Marine ElectriciLtdas 1999Q2 SHIGA. (4) 
Auto Marine Electric Ltd. (Pr.) 2. ..... .40(2) 
Automotive Hardware Limited....... 7.25(1) 
Autolétic Industries:Ltd.!’. . -2si. . olxed .65(2) 
Ava Gold Mining Co. Ltdy. o. wi. oe. (4) 
Aveo Corporation \ ART) OenaR,. eiasa Pes (4) 
Avilla International Explorations Ltd... . .28(1) 
Avino Mines & Resources Limited .... .33(2) 
Avoca Mines Canada Ltd... 20... Sho" 65(2) 
Babine International Resources Ltd. .... .14(2) 
Bahamas-Caribbean Development 

Corporation Limited so. ss. .16(1) 
Baker TalaLid: (Gel wee ae eee 42(1) 
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Balco Forest Products Ltd .4caisio3 . 8.25(1) 
Bait MountaimOiKkComermsses 1k. .03(2) 
Baldwin Consolidated Mines Ltd. ..... .01(3) 
Ballinderry Explorations Limited ....... 90(1) 
Bamboo Creek Gold Mines Ltd... .... .80(1) 
Banco Finance Limited (Cl. B.) . 2.0.0.0. (4) 
Bancroft Uranium Mines Ltd. .......... (4) 
Band-Ore Gold Mines Ltd. .........., .05(2) 
Baakeno Mines: Litdoations jooited.... 6.40(1) 
Bankfield Consolidated Mines Ltd... ... .02(2) 
Bank of British Columbia ......... 22.29(2) 
Bank/ofmMontreakt:.)2. . cideaute i. 4 18.50(1) 
Bank of Nova Scotia ..........5. 31.13(1) 
Banner Porcupine Mines Ltd. .......... (4) 
Banque Canadienne Nationale ...... 14.00(1) 
Bantam Minin’ Ltdicnmeny «9 . Hwee 40(1) 
9 Mines Bantamdhtée. sidrayind. - «dor A0(1) 
Barber-Ellis of Canada Ltd........ +0) 13.502) 
Barber Oil Corporation ............ 48.50(3) 
Barbi Lake Copper Mines Ltd...) 0... 15(2) 
Barcelona Traction Light & Power Co....... 
MY POWLE RAG AG. WG 7 BEOT OPE .20(2) 
Barclay, Resources | Ltd gdatisiitl .. doin (4) 
iparex= Trusty Thetd.. 5.00.4 aa Bey. jade. .20(2) 
Barima,Mineralg Ltd... sicieuisfaree. . + dF .01(3) 
anronsyOili Limited... 0.50. 4 ya ae OAT. .O5(1) 
Barrington Explorations Corp. Ltd... .... 07(3) 
Bartaco Industries Limited ......... 4.50(1) 
Barvallee|MinesrLtd!s adnan. » .. levied (4) 
Barymin' Explorations Ltd... 424 .W>. 1,20(1) 
Base Metals Mining Corp. Ltd. ....... .01(3) 
Bashaw Leduc Oil & Gas Limited ..... .O5(1) 
Basic Resources International Limited ...... 
Merle: eateios Lid... bad ai RO 3.30(1) 
Basleni PetroleyimssLtdatic). ksfignee dent 07(3) 
Bateman Bay. Mianing.Co,s)3f. es «+ he} .06(1) 
Bathurst Norsemines Ltd. .......,... 85(1) 
Bathurst Norsemines Ltd. (A. Wt.)....... (4) 
Bathurst Paper Ltd. (5-1/4% Cu. 1963 Pr.) ... 
DIGRE PReN b taboo brad 6 6.75(2) 
Les Papeteries Bathurst Ltée 
Gal/4%: Cum Pry) s034 -ncthene Dre: 6.75(2) 
Baton Broadcasting Inc. .......5.. 14.88(1) 
BayoMalls Lidpoucnap ohhh Sheth Men 1.34(3) 
Bay Mills Ltd. (6% Cu. A. Ist Pr.) ... 3.05(2) 
Hany Purf Limitedtt\¥ick 2). +b offi § 4.00(1) 
BeacotMining; CosLtdewid- sainihd -inee .05(3) 
Bear International Industries Ltd... ...... 19(1) 
Beattie-Duquesne. Mines Ltd... / 2a 28 .04(2) 
Beauce Placer Mining Co. Ltd. ....... .O1(2) 
Beaumont Resources Limited ........ .09(1) 
Beauport Holdings Ltd.............. 36(1) 
Beaver Engineering, Ltd..5. ssionom A. 6.50(1) 
BeavertLumber Goniitd.,. . . .aharge: 19.50(1) 
Beaver Lumber Co. Ltd. (Cl. A.) .... 19.38(1) 
Beaver Lumber Co. Ltd. ($1.40 Cu. Pr.)..... 
GA ASE aeeddbOGO By aged 21.00(2) 
Becker Milk Co. Ltd. (Cl. B. Pr.) . 10.00(2) 
Bel-Air Mining Ltd. 4: { osnit4 ade t ob 92(1) 
Belcarra Explorations Ltd... ...... 50.4. (4) 
Belding-Corticelli Limited. ........ 10.25(1) 
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nada Packersth Blosaibé asacaol- sien 10.34(3) 
Belding-Corticelli Limited (Wt.) ..... 2.80(1) 
Belgium Standard Ltd... 2. ec... 15.50(1) 
Belgium Standard Ltd. (5% Cu. Pr.)...... (4) 
Bell Canada... 4 Ap 4g) eatirdich soils: 46.88(1) 
La Compagnie de. Téléphone Bell 

du:Canadaihpiu. Yesaivever Rian: 46.88(1) 


Bell Canada ($3.20 Cu.-Cy; Prdsitt §),V5238(1) 
La Compagnie de Téléphone Bell du Canada 
($3.20 Guna ConyyePrivy)id ncdiiwd>. 52.38(1) 
Beli Canada ($3.34 Cu; Cy, Cl. B: Pr}).. 8/430. 
hada Jiunboreni Minsdeit ireniaM. : 53.88(1) 
La Compagnie de Téléphone Bell du Canada 
($3.34 Cum. Conv. Cat. B. Priv.). .. 53.88(1) 


Bellechase Mining Corp. Ltd. ........ .04(2) 
Belleterre Quebec Mines Ltd. ........ .15(2) 
Bellex Mines: Ltdi icy. daiievala xd ovaghos 02(2) 
Bell Knit, Industries Lid@snociesol hk x aries .88(3) 
Bell Molybdenum Mines Ltd. ........ .14(1) 
Belore, MinessDtdeois ity fewna euiarriels .16(1) 
Pelra explorations Lid... fob oe eee (4) 
Benson. Mines, Limited 43 i .nsiizejeres) 23 .14(1) 
Berkley Hotel. noteroaeee ssce -193: 1.75(1) 
Berncam International Industries Ltd. ....... 
OR ee tale ee Les BOA QOL, 6.13(1) 
Bethlehem Copper Corporation Ltd. ........ 
RO ins. es el ones pal valle 18.00(1) 
Betrust Investment Corporation Ltd......... 
SOROS IIA SEED BIE Ale BEY MO By 16.50(2) 
Betrust Investment Corporation Ltd. 
(573/49 Cus Al Pr.) haya 1 oad Sid A: (4) 
Big I Mines Lid... The > (hp F oan ihh onsreos: (4) 
Big Jackpot MinessLidis.6 <6h cad Sea .01(3) 
Big Long Lac Gold Mining Co. Ltd. .. . .01(3) 
Big Nama Creek Mines Ltd........... .09(2) 
Big Town Copper Mines Ltd. .......4.. (4) 
Pande: COG Vines, Pde as as Wis othe (4) 
Biltmore Hats Limited ........... 13.00(2) 
Biltmore Hats Limited (Cl. A. Cu. Pr.)...... 
POS Se Baten) payiiagest (ab 10.50(2) 
Bio-Millet Laboratories ito cn cabal (4) 
hyaboratoire Bio-Millet?:s45a4 sno Uhh (4) 
Bird Construction Co: Ltd.» stains. « 57.50(2) 
Bird*River Mines ‘CoP Btdyy,; J vaca dif ahh .65(1) 
Biroco: Kirkland‘ Minesslitdy 5 saciih sera: .01(3) 
Biron-Bay ‘Gold’ Mines’ Ltd isn icine beets .23(1) 
Bison Petroleum & Minerals Ltd...... 9.10(1) 
Black-Bay Uranium tdosnh oie Vee (4) 
Black’Cricket*Mines Ltdi; 3 2asiké qsrcote 60(2) 
Black Giant Mines Ltd.............. 30(2) 
Black Hawk Mining Ltd. .......... . 01) 
Black Photo Corporation Ltd. ....... 4.85(1) 
Blackwater Mines Ltdjes ft cond AK Me se .30(1) 
Biock’ Bros. Industries;Ltd. 63° 45's, 4 3.00(1) 
Block Bros. Industries Ltd. (A. Wt.). . . 5.00(2) 
Block Bros. Industries Ltd. (B. Wt.)...... (4) 
Blue Bonnets Raceway Inc.......... 2.05(1) 
Blue Grass Uranium Mines Ltd. ...... .O1(3) 
Blue Gulch Explorations Limited ...... .48(1) 
BiwefStar Mines Limited... 0. 25 6. ee. .06(1) 
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Bluewater Oil & Gas Ltd. 2 es ~90(1) 

‘Bochawna Copper Mines Ltd... 0.5.5. (4) 
Bock & Frére Ltée (6-3/4% Cum. Priv.) . ~~ (4) 
Boise Yellowknife Mines Ltd... .. 000. Host (4) 
Bombardier Limited (Cl. A.) 2.0.2... 9.50(1) 
Bombardier Limitée (Cat. A.) .. 02.5. 9.50(1) 
Bonanza Explorations Ltd. ..... LO Bs (4) 
Bonnet Plume River Mines Ltd... . 2... 15(3) 
Bon-Val Mines Ltd. 5 00) BPb ia 44(1) 
Boraway Mines Ltdi 02.0 ees 1d) 
Border Chemical Company Limited... ..... 

TSE ER SU RR: CR? 10.38(1) 
Bordun Mining (Quebec) Limited ...... 30(1) 
Les Mines Bordun (Québec) Limitée .... .30(1) 
Borealis Exploration Ltd. i. 0) ets .30(2) 
Borealis Exploration Ltd. (Wt) 2... 2993 (4) 
Boswell River Mines Ltd... 0.2... OM ( 2) 
Boundary Exploration Ltd. 2. 141) 
Bounty Exploration: Ltd! pies ie. 13(2) 
Bourbeau Lake Mines Ltd. 2.00. 02... .02(3) 
Bourlamaque Central Mines 1945 Ltd. ...... 

EONS EES AD yo, DEE QE IGG Tak, .02(3) 
Bovis Corporation Ltd Pai EQhae 1.90(1) 
Bowater Paper Corporation Ltd....... 4.65(2) 
Bowaters Mersey Paper Company Ltd. 

(SE 1/2%: Cu: Pri eGR eS 32.00(2) 
Bowes: Copaitdio vetoed BAO 7, Wipe 12.50(2) 
Bow Valley Industries Ltd. ........ 28.38(1) 
Bow Valley Industries Ltd. 

(St 2% Ca.“Ar Pr.) oe eke 14.25(2) 
BP Canada' Lid? 6%: Prysrravin 75.00(2) 
BP Oil &* Gas Limited’ 3923 24.2 ON 6.20(1) 
Bracemac. Mines: Ltd 6". 39%3, one § .03(1) 
Bralorne Can-Fer Resources Ltd. ..... ESC) 
Bralorne Ot &- Gas Pte eV obs! Si: Z25(1) 
Bralsaman Petroleums Ltd’ ......... 3225 (2) 
Bramalea Consolidated Development Ltd... .. 

Pe yy tate ee ED eee OF 3.45(1) 
Bramalea Consolidated Development Ltd. 

CWE ed PY a? PoTal ie, L278 Fa 10, 2.10(1) 
Brameda Resources Limited ......... 92(1) 
Braminco: Mines Ltdy sor t07e70G8 4 faa, .03(3) 
Brandy: Brook Mines: tdi hv Ore Sinan .10(3) 
Brascan ‘Limited 4 GP eee pene 18.50(1) 
Brenda Mines Limited?) eS. oY: 4.55(1) 
Brenmac Mines Limited ........0... 381) 
Brettland Mining Td? sorte DIOm ed eran C9) 
Brett Oils: Limited 1a AB One 7 oe 23(2) 
Brewster Lake Mines Limited »....... .60(1) 
Briarcourt Mines Ltdv)*, 2S yt (ongr gE 11) 
Bridge & Tank Co. of Canada Ltd. .. . 4.50(2) 


Bridge & Tank Co. of Canada Ltd. 


($2.90 ‘Cur Pr, yous, OBIE IO, Gon) 32.:25(2) 
Bridge Hill Mines Limited 2.1.2.0... .38(3) 
Bright & Co: Utd. P.Grordeusin 20% 16.00(1) 
Bright Red Lake Mines Ltd. ......... .01(3) 
Bright Star Trio Mining Ltd... 2.0... 1.101) 
Brilund Mines. Ltd?! SPY 7a7, Gore’ 8.00(3) 
Brinco ‘Ltds*: Pi ¢Sitiavs (PADS Le ah ie 5.63(1) 


British American Bank Note Co. Ltd........ 
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British Columbia Forest Products Ltd. ...-.. 

FENDA, AGE sents = yA, UNF, EB IION 19. 75(1) 
British Columbia Forest Products Ltd. 

(69% Ca “PHP 2 oa NI 41.50(2) 
British Columbia Oil Lands Limited . 7.50(3) 
British Columbia Packers Ltd. (Cl. A) spa, 

BOE EGS Sy et PRB EB TIN? TESS ee 20.00(2) 
British Columbia Packers Ltd. ee By Bigs, . 

DOES en TAA Es, SARE 2QHMs & . 19.50(3) 
British Columbia Sugar Rotitiery Ptdienanea,” 

Be eo ake ae ty tes te EG) PAELLA 19.38(1) 
British Columbia Sugar Refinery Ltd. 

(3% Cui Pr.) 2454.4 BRO BYQULN 17.00(2) 
British Columbia Telephone Co... . . 63.75(1) 
British Columbia Telephone Co. 

(4-3/8 %: Cu. Pry ier BRAY, & 63.00(2) 
British Columbia Telephone Co. 

(4-1/2%: Cus Preis S28087, 10, 4S, 63.00(2) 
British Columbia Telephone Co. 

(4-3/4%: Cu. Prop eo ON Ie orb 66.50(1) 
British Columbia Telephone Co. 

(4-3/4%: 1956. Cur Di PRY io ee 4 66.00(2) 
British Columbia Telephone — Coo. 

(4°84% Cu: Pry... 444, 2H8 ae 17:50(2) 
British Columbia Telephone O; 

(5:15% Car'Pr.y ok FE RL aY, 71.50(2) 
British Columbia Telephone Co. 

(5*3/4%: Cue’ Pr.y OOPS Coreen’ 80.50(1) 
British Columbia Telephone Co. 

(6% Cu. Prey. BO SGAOR PIO PH BAS O3) 
British Columbia Telephone Co. 

(6% Cu: 2rd" Pr) CE ee Pa: EBD O02) 
British Columbia Telephone CO, 

(6.809% CUPPL ye on ek we 26.50(2) 
British Controlled Oilfields Ltd... ..... .20(2) 
British International Finance 

Canada Ltd.-(Cle Ayseo heel gr JE ee (4) 
British Matachewan Gold Mines Ltd. ..... (4) 
Broken Hill Explorations Ltd. ........ .08(3) 
Brooke Bond Foods Ltd. (4.16% Cu. Pr.) .... 

Nahe ARS he par! Cll a -, 19,50(3) 
Brosnan Canadian Mines Ltd. .......... (4) 
Browlan Reef Mines Ltd? 297232 h2 1 5S (2) 
Brown-McDade Mines Ltd........... .10(3) 
Bruck MillstEa (Gb -Apy 9) ES ete 15.00(1) 
Bruck. Mas tds (Ole Bile Se ee cae 8.00(2) 
Bruneau Mining Corporation 1970... .. 11(2) 
Brunswick Mining & Smelting Corp. Ltd. . 

Deep hoe vate Pees, SIeSUp OSE 3. 05(1) 
Brycon Industries Ltd? Seri shh ee 18(1) 
Buchanan Mines Limited ........... .15(1) 
Buckeye Explorations Etd. °2''2.05, OW .35(1) 
Budd Automotive Co. of Canada Ltd........ 

She kk eh ee Oe ee 6.63(1) 
Budd Automotive Co. of Canada Ltd. (Wt.) 

2 Fe aS OD Te es 2.40(1) 
Buffalo Gas & Oil Corporation Limited ..... 

OT ak Net ee MED cele, eat, es 1.05(2) 
Buffalo Lake Mines Ltd......... irl? aa (4) 
Bullion Mountain Mining Ltd......... .65(1) 


Bullion Mountain Mining Ltd. (A. Wt.) ... (4) 


Schedule VII — Publicly-Traded Shares or Securities 


Bunker Hill Extension Mines Ltd. ..... .05(1) 
Burlington Mines & Enterprises Ltd. ..... (4) 
Burns Foods Limited .........0.4., 12.75(1) 
Burnt Hill Tungsten & Metallurgical Ltd... . . 
Ui. Ore. oy. AD ae A .18(2) 
Burrard Dry Dock Co. Ltd... 2.2... 7.00(1) 
Burrard Mortgage Investments Ltd. ... 1.90(3) 
Borrex  Minés: Limited: .-..............aszhe .04(3) 
Bushnell Communications Limited... . 6.00(1) 
Buval Executive Mining Industries Ltd. .... . 

JCOARCARE. ITE) 3S ia .40(1) 
CashOvVachtss Ledwoed |... 64. tei 2.50(2) 
Cable Copper Mines Limited........... (4) 
Cabot: Corporationtipsy......-.....-. .setheaa: (4) 
Cadillac Development Corp. Ltd... ... 8.38(1) 
Cadillac Development Corp. Ltd. 

1 MORI 2%. CulB2 Pr) Oy. by. Fides 20.25(1) 
Cadillac Explorations Ltdii}no%.. 2635 1.30(1) 
(AE. Industries. Ltd. .....(..A WO sPAM 4.65(1) 
Caloorp Ressurcéshitd. .losF?..-.saybe .14(2) 
Caledon Mountain Estates Ltd. ...... 4.50(1) 
Calgary.Rower -Ltdiea® oieiirecatl dis DAQ3(1) 
Calgary Power ‘Lids (4%. CunPrjsyoyvord. 2% (4) 
Calgary Power Ltd. ($5.00 Cu. Pr.) 2.0.0... 

Pt). 1.4.5.1. Abt. YO. avaers 4. 8ib69i00(2) 
Calgary Power Ltd. ($5.40 Cu. Cv. Pr.) ou... 

MUVOR. SEY SPIRE, Atha oo 55 sone 91.00(2) 
Galices'Silver‘Mines btdivaihssiD. ..233i .18(2) 
Caliper Developments Limited. ....... .75(2) 
G@faltx. Mines, Ltd. ........bib..oD aad. asibe .O5(1) 
Calmark Industries Ltd... 0. sc. ve (4) 
Calmor Iron Bay Mines Ltd. .......... 50(2) 

1) Salta Mines muimited 4. Yo wanes fkk. 1.02(1) 
@alvert-Dalé+Estates idaiiurie.. ...-.nsibs .82(2) 
Calvert Gas*& Oils. Ltd... 6 vdidait.o .14(2) 
Caner Mines itd. ae roeduc. caibe 30(1) 
Cambridge Leaseholds Limited ..... 11.50(1) 
Cambridge Mines Limited............ 38(1) 
Cambridge Mining Corp. Ltd... .... 2. .02(3) 
CamdeckyMines)Ltdonetwee! sour th aathe 15(3) 
CamfloSMinesimitéd sansbeme > is 2:51(1) 
Gamindex Mines. Ltehaicn tf, asiiiliss. anibes .13(1) 
Camilaren’ MinesEtd3it 2... addon .08(3) 
Campbell Chibougamau Mines Ltd. ... 4:70(1) 
Campbell Red Lake Mines Ltd... ... 21.50(2) 
Campeau Corporation Ltd. ......... 3.50(1) 
C-A) Retfoletims Bidie: wile, agin LF ea ibens: (4) 
Canada & Dominion Sugar Co. Ltd......... 

BHRE A OPPAMY) Seta t, aoe 7 ay 32.50(1) 
Canada Cement LaFarge Ltd. ...... 46.63(1) 
Ciments Canada LaFarge Ltée ...... 46.63(1) 
Canada Cement LaFarge Ltd. 

(GHAV2 Gosh) Projets. ialea Wf 19.75(1) 
Ciments Canada LaFarge Etée 

(62072 Teka. f Prive? een We 19.75(1) 
Ganada Forgings Ltd?) . 22.20.20). 29%, 4.50(2) 
Canada Geothermal Oil Ltd... 5... 005. 68(1) 
Canada Machinery Corporation Ltd......... 

igg1d..wemgorvaG-2. pn, ex 19.00(1) 
Canada Malting Co. Limited ....... 26.00(2) 
Canada Malting Co. Limited (B. Pr.) ... .89(2) 
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Canada Northwest Land Limited ..... 1.50(2) 
GanadaPackers Ltd. sien te, (53 18.50(1) 
Canada Permanent Mortgage Corporation ... . 
aay ADEA A L-OPPOTANOD, LAME, 18.00(1) 
Canada Safeway Limited ($4.40 Cu. Pr.) .... 
PAL. AS) UCI, MUI OT: ROBE 82.50(2) 
Canada Southern Petroleum Ltd. ..... 6.20(1) 
Canada Southern Petroleum Ltd. (Wt.) ...... 
OLY 9, NS» SPAGHGCPNM. NOV. OIsTEBG 3.10(1) 
Canada Steamship Lines Ltd........ 40.00(2) 
Canada Steamship Lines Ltd. (5% Cu. Pr.) ... 
peed ee, CMAs ANSTO ie A ABTONSE? HELMSR3(L) 


Canada Tungsten Mining Corp. Ltd... . 1.55(1) 
Canada Western Cordage Company Ltd. 


ot Se Ge ie scat te Oe ene yh tetterncelargaaedha ins eR ad f (4) 
Canada Western Cordage Company Ltd. 
(Ooch kg yma ee agree eaters Be ne ar nk adi eared (4) 
CANACe x VIET OL pet ee re Tot) 
Canadian Allied Property Investments 
LAVA RNR oblate nro meni page ngs arape ete yin min 7.00(3) 
Canadian All-Metal Explorations Ltd... .. . (4) 
CanddlatreArena On aerate Ose. 15.00(1) 
Canadian Arrow Mines Limited....... .14(1) 
Canadian Barranca Corp. Ltd. ......... vd GA) 
Canadian Bonanza Petroleums Ltd. . 1.301) 
Canadian Breweries Limited ........ TUL) 
Les Brasseries Canadiennes Limitée ... 7.50(1) 
Canadian Breweries Limited 
DIAN GIR Ning "i Pe PRR age pets caplet 32.00(1) 
Les Brasseries Canadiennes Limitée 
(ep 220 Guin eA REV) aris so uce dsb a ¥oisa ce 32.00(1) 
Canadian Breweries Limited 
(EAE EEE TI Teil 2) VO eas aera 36.50(1) 
Les Brasseries Canadiennes Limitee 
CONSE CTT yale Om an hin ae ann DI 36.50(1) 
Canadian Cablesystems Ltd......... 14.13(1) 
Canadian Cablesystems Ltd. (Wt.) .... 2.25(1) 
Canadian Canners. Ltd. (Cl..A.) .. .....5. 6.50(1) 
Canadian Converters Co. Ltd. (Cl. A.) ...... 
some ldaitves onal. fonnitenistaloinneh 2.00(3) 
Canadian Converters Co. Ltd. (B.) ....... (4) 
Canadian Corporate Management 
Company) Limited’. ,75. Ou. Pt. Pro. 16.00(2) 
Canadian Corporate Management 
Company! Limited (C1.By). 2.23302. ABS). (4) 
Canadian Curtiss-Wright Ltd. ......... 70(1) 
Canadian Delhi Oil Limited......... 5.00(1) 
Canadian Equity & Development 
Company <Limited sseivedwoans Las 12.00(1) 
Canadian Export Gas & Oil Ltd. ..... 3.60(1) 
Canadian Food Products Ltd:........ 5.20(2) 
Canadian Food Products Ltd. 
(6%, Cu.. 1st, Br) aeniM stizonasht os 32.50(2) 
Canadian Food Products Ltd. 
(6%, Cy endProcisiubabuLagis ws 32.00(2) 
Canadian & Foreign Securities Co. Ltd... . (4) 
Canadian Fortune Oil Limited .......... (4) 
Canadian Foundation Co. Ltd. ....... 6.00(1) 
Canadian Foundation Co. Ltd. 
(6%. Cu.. A. -Pr:). biel 290M over, agit 7.75(2) 
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Canadian Gas & Energy © Fund © Ltd. 
(Bi Wt), Corser Mine thtewdost gh 7,25(1) 
Canadian General Electric Company Ltd..... . 
SENN ie Data bee Pee h te 22.50(3) 
Compagnie Générale Electrique 
doeCanada Wtéersocc Clot Mele ls Ac unuee 22.50(3) 
Canadian General Electric Company. Ltd. 
(Cu.. Cry Pr) ia-iwsiaed nvscauo2 « 26.00(2) 
Compagnie Générale Electrique 
du Canada Ltée (Cum. Conv. Priv.) ...0.... 
tL, dale) « i bios toantneceente § 26.00(2) 
Canadian General Investments Ltd. ........ 
Haare Ain aert DistenoiM insieshirt 66.00(1) 
Canadian General . Securities Limited 
Goh BY age REY PY Net ede oy . 12452) 
Canadian General Securities Limited 
CCAR EERE Te ea On 30.00(2) 
Canadian Goldale Corp., Ltd......5 453.4 «+5 3.50(1) 
Canadian Hidrogas Resources Ltd... . ... 72(1) 
Canadian Homestead Oils Limited .... 8.60(1) 
Canadian Homestead Oils Limited 
(6 Cw Cvg PIs y). 1 alee ame ea ae 17.00(1) 
Canadian Hydrocarbons Ltd. ....... 13.88(1) 
Canadian Hydrocarbons eked: 
(5-12% Cis A Pis) eter GC renee 14.00(2) 
Canadian Imperial Bank of Commerce ey ser 
PSY pea Ee TUR SPE HOS NAME RT 25.75(1) 
Canadian Industrial Gas & Oil Ltd. 9.13(1) 
Canadian Industrial Gas & “Oil Ltd. 
(321/20 Ou. Gy Peay Tuo: 2 ee 21.50(1) 
GunadiansmMauswies71-1d. joo. ee 13.88(1) 
Canadian Industries Ltd. (7-1/2% Cu. Pr.).... 
arian: MAE Lede eh ae tae a ~52,50(3) 
Canadian International Power 
CO PAL Vis -00- tana: Rateecey ce os nes 2222 50(1) | 
Canadian International Power 
Company Ltd: (35-20% 1905 Cu. Pry. 
PSA Une else pghcciracnen iehtmpered eepaig es rec ES 
Canadian International Investment 
Ars etal AF OP | Ont TY AS 32.00(2) 
Canadian International Investment Trust Ltd. 
(59 Guy Pro. iste O7, SET VO) IB TOR LE (4) 
Canadian Interurban Properties Limited’. ... . 
Of oe Fhe wk Ss AS he VEEGIHE.OO(2) 
Canadian Interurban Properties’ Limited 
1%, Cus €v > As Br) 4) SO NBS FAS(1) 
Canadian Jamieson Mines Ltd. ...... 1.25(1) 
Canadian Javelin. bimited (+) dio. 240 9.60(2) 
Canadian‘ Keeley-Minestdd:). . . 818 .05(1) 
Canadian Lencourt Mines Ltd... 22... .07(2) 
Canadian Leisure Industries Ltd... . .06(3) 
Canadian Long Island Petroleums Ltds 2.1... . 
24 On Seubert. a2 books 2)... MRIDR .65(1) 
Canadian Magnesite Raines Ltd. d2 1 td :31(2) 
Canadian Malartic Gold Mines Ltd. .. ...27(1) 
Canadian Manoir Industries Limited . . . 3.35(1) 
Canadian Manoir Industries Limited 
(6%, Cus Pr.) betirnit HO sauno'l asibené (4) 
Canadian Marconi Company ........ 3.05(1) 
Canadian; Merrill htdigbruohk.,.  .asil 4.75(1) 
€anadian Nistro Mines Ltd. ¢.2% .A.u3 .09(1) 
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Canadian Occidental Petroleum Ltd... . 9.13(1) 
Canadian! Padcifie himitéds.. cont. nals 13.88(1) 
Canadien Pacifique Limitée s.. 205 . 13.88(1) 
Canadian Pacific Limited 
Giedi/4 cA LPs Oe Hanzisd-ienitad 10.75(1) 
@ahadien Rosiiaue Limitée (7-1/4: A. Priv.) 
I... bid aomizovill sesgrroM, & 10.75(1) 
ence Pacific Limited 
(4% Pr. Canadian Unit) micriot .oe 9.63(2) 
Canadien . Pacifique Limitée 
(4% Priv. Unitée Canadienne) ...... 9.63(2) 
Canadian Pacific - Limited 
(4% Pr. United Kingdom Unit)... 2 ..7.75(2) 
Canadien Pacifique Limitée 
(4% Priv. Unitée Royaume Unis)...» 7.75(2) 
Canadian Pacific Investments Limited ...... 
AEs...» Cilewew Ade eee 12.00(1) 
Canadian Pacific. Investments . Limited 
ti 4-3/4%, Cy: Ay Pe): -eahaubal 24:50(1) 
Canadian Pacific Investments Limited 
ORWt), ..u.. cobid goteied aigiasa . noba aL) 
Canadian Provident, The:...2}..t: sao. vieris, (4) 
Les Prévoyants du Canada)... tn. eee. (4) 
Canadian Refractories Ltd.0i.3. womon. vise). (4) 
- Canadian Reserve Oil & Gas Ltd. .... 5.60(1) 
Canadian Reynolds Metals Co... Limited 
WO)... Lagan ipa )6 eee eee (4) 
Société Canadienne. de Cae Reynolds 
Limitée .(Priv)azait. auanigaioyaG, agile. (4) 
@anadian Salt: Co.. Lid... .oh. conn 15.00(1) 
Canadian Scenic Oils Ltd. 2ar02ue) oan8 .80(3) 
Canadian Security Management: Ltd. 
CIAL)... Qoidws hie « Dale eoae. #:25(1) 
Canadian Southern Cross Mines 
(No: Liability)...2 2ahlaeit ie A 2aw) jayl. . (4) 
Canadian Superior Oil Ltd. ...... niivi4325(1) 
' Wanddian ‘Lire (Corpi.Ltdblonsess.!. ay! 40.25(1) 
Canadian Tire Corp. Ltd. (Cl. A.) «2 35.38(1) 
Canadian Tricentrol Oils Ltd... 2... 14.63(2) 
Canadian Union Insurance Company ..... (4) 
Union (L) Canadienne Cie d’ Assurances ..). (4) 
Canadian Utilities Limited / #oa1)4 x: 2937.25(1) 
Canadian Utilities Limited 
(4-1/4%, Gul ProiM.vamsoueditD. isdGrga3) 
Canadian Utilities Limited (5% Cu. Pri) ou... 
Et. Rdite J a off soleIogio.). U6 66.50(2) 
Canadian Utilities Limited (6% Cu. Pr:) ..... 
ve oniael DR Yi hi BRR ROLE CL BbiBW5(2) 
Canadian Utilities Limited (Wt.) ..... 8.50(1) 
Canadian Vicker$Litdigtsis.) saacwa abs 25(2) 
Canadian Wallpaper Manufacturers Ltd. s+... 
win SBSH Rohtiye emp... te 85.50(3) 
Canadian Western Natural Gas Company 


Limitedoisisd.:.. . .sbsHis. 21. 28 21.00(1) 


Canadian Western Natural» Gas Company 
Limited (5-1/2% .Cu.. Pi) .2zgmrgaarl : 15.00(2) 
Canadian Western Natural Gas Company 
Limited (4% @uisProieD yisnidsshes 11.50(2) 


Canadore Mining & Development Corp...... 
Do. Khe roe Dato.) eile M Se .10(2) 
Can-American Natural Resources Ltd. ...... (4) 
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Can-American Petroleums Ltd. .....2... (4) 
Canarctic [Resources:Ltdeesiica% xelase .27(1) 
iran-Base. Industries, Ltd:......<.. .< roteacwe.s .18(1) 
Canbridge Oil Explorations Ltd... ... ooh. s0Q) 
Can-Con Enterprises & Explorations Ltd... .. 
wo DSS BtowlorS heresui anc bacidn .10(3) 
Candida Holdings Naamloze 
Yennogischaps. . bossatiuGs. . bor 16.75(1) 
Candore Explorations Ltd............ .04(1) 
Candy Mines & Investments Ltd....... .12(1) 
Oanenoty Vanes LAG, svt. eciciese.<s tee .01(3) 
@annon Mines Limited pin4. sabes. t hociicte .07(2) 
Canol Metal: Mines, Ltdye iif jetetA hare .02(3) 
anol Mines Limited... a2) <i a eee med) 
PANTOR Ag: his atte S coitih ae AON tek 19.38(1) 
DERMPOT NSCOR. hal Stetn eS (is ee a 19.38 (1) 


Canron Ltd. (4-1/4% Cu. Cv. Pr.) ... 70.00(2) 
Canron Ltée (4-1/4% Cum. Conv. Priv.) ..... 


RM ce MR wen RE, in 70.00(2) 
Canterra Development Corp. Ltd...... 1.00(1) 
Canfrend Industries Ltd. (Cl. Aud 1. ics, occ eases (4) 
Les Industries Cantrend Ltée (Cat. A.) .... (4) 
Gantend Industiiese ide (Ch sidiicec: «3: sus (4) 
Les Industries Cantrend Ltée (Cat. B.) .... (4) 
215) 711 25 16 REPRE Ra en SEU AE ey RE 3.40(2) 
anUceniames: Uti teds: uh hi soo bees anes .30(2) 
Canyon City Explorations Lid... a... .05(3) 
Capital Diversified Industries Ltd. ..... .59(1) 
Capital Diversified Industries Ltd. 

SCRA A UR Seeing ee ee pian sea(3) 
dDital yyNalicS sd. os keke ee bs 1.80(2) 
Capital Dynamisine Ltée yee en c0-5 1.80(2) 
Capital Dynamics Ltd. (Wt.) ......... .03(2) 
Capital Dynamisme Ltée (Wt.) ....... .03(2) 
(apital: BStaeh Ne ae le eee a ea (4) 
Capri Mining Corporation Ltd. ....... .14(2) 
Caprive Industries & Resources Limited... .. 

Br Sah athe ot an) ene, eeaeee emo er .09(2) 
Captain International Industries Limited ..... 

LSS PEE ek Me AOR Se ent tee a 6.00(1) 
Captain Mines timited ..GUO%G ,_.. B2e 111) 
Vara:Operattons: Lig) yey comer . 4.60(1) 

~/Garavelle Mines ‘Ltds* -RQuUstoig ess 90302 S£(3) 
Card Lake Copper Mines Ltd?! 24'¥?2 .10(2) 
Cardwell Resources Limited ......... .15(2) 
Cariboo-Bell Copper Mines Limited... . .25(2) 
Cariboo Gold Quartz Mining Co. Ltd. ...... 

LETT ae ee 95(1) 
Carling Copper Mines Ltd. ........0.. .20(2) 
arlson Mines, Ltd. ...... .0tiut eadies GEIDO, (4) 
Carlton Cleaning Carousels Ltd......... 25(2) 
Carnegie New Mining Corp. Ltd......... (4) 
Carndesson. MinesiLitd.i326..0:4 Setlist. (4) 
€arolin Mines. bimited. t2mumich, Saisie 202) 
@arrier, Shoe. Cos Ltd TDusiied oaindiic 6.63(1) 
@arrier Shoe Coultd.9.D. (Wt ostebils 3.25(2) 
Caroll < Reed, Ltd... 26. 20 La PO) (4) 
Garter J.B. (CheAuhiste .). <.. belebi 10.12(2) 
Sariars) 1, (C de, Bde oa) erinnks WE da 60.00(2) 
Cartier Quebec Explorations Ltd........ 10(2) 
Casavant Brothers Limited (Cl. A.) ... 1.00(2) 
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Casavant Fréres Limitée (Cat. A.) .... 1.00(2) 
Cascade Molybdenum Mines Ltd. ..... .23(1) 
Casino Silver Mines Ltd. 2.2... .0.... 55(1) 
Cassiar Asbestos Corporation Limited ...... 
Ba ss clycig 90) sels yous «dps IOLBBOGIO..D: TS 18.63(1) 
Cassiar Consolidated Mines Ltd. ........10(2) 
Geassidy Ss, Lid... ec ue. Datta M 4.35(1) 
OPassidy, Ltée... C8 JO) benreatt M 4.35(1) 
Cassidy’s Ltd. (6-1/4% Cu. Cv. A. Ist Pr.) ... 
RS dal G Eh kiv aioe Ge ack: BO LUDN *.0) 8.75(1) 
Cassidy. Ltée (6-1/4% Cum. Conv. A. 
Liéere, Priv.) bid. eaai .riguoiot-usass 8.75(1) 
Castlebar Silver & Cobalt Mines Ltd... . .06(3) 
Castle Oil And Gas Limited ........ 1.40(2) 
CDP Computer Data Processors Ltd. ....... 
ids enacb pity pe I EOMIO BOOIVIS.% 1.30(2) 
CDRH eeinitedan. .... baismaeczA. ..: 5.88(1) 
Gedar Vale Mines Ltd i OL .35(1) 
Celtic Mineralstloidiiniogis). bflicg. onan .79(1) 
Gentex Mines: Ltdbisl: insainoisysch anids .12(1) 
Central Dynamics Limited. .......... .90(2) 
Central Fund of Canada Ltd. (Cl. A.) 2.20... 
was 9 Did. Bane. MeShOviahy .colscl: 6.25(2) 
Central Ontario Savings & Loan Corp....... 
Be ea eR eee oT OL 8.00(2) 
Central Patricia Gold Mines Ltd. ..... 1.70(1) 
Central Trust Company of Canada, The ..... 
eee SUN Se Pei cont blow): 13.75(3) 
Centura Mining hd) -yrscqaiot): waged 32 .36(3) 
Ceéessland: Corp Ltd? eaniideY abrskd de .28(3) 
CFTO-TV Limited VoRia. eoaiM tev lie dank, (4) 
CGC Mines Ltda. blo. ansliiW: aonetlom (4) 
Chance Mining & Exploration Co. Ltd. ... (4) 
Chapparal Mines Limited ........... .16(2) 
Gnaerner. Industries. td 3.3 eg?s ba ha scais 1.30(2) 
Charter Oil Company Ltd........... 6.00(1) 
Chataway Exploration Co. Ltd. ........ 17(2) 
Chateau-Gai Wines Ltd. .....00.... 16.88(1) 
Chemalloy Mineral Ltd. ........... 2.06(1) 
Chemeell Ladh sit) Ibxd. aoidineiC oll; 4.35(1) 
Chemeelldtéetines Lidl 2oniM novnn2 4.35(1) 
Chemcell Ltd. ($1.00 Cu. Pr.) 2.0... 12.50(2) 
Chemcell Ltée ($1.00 Cum. Priv.) ... 12.50(2) 
Chemcell Limited ($1.75 Cu. Pt. Pr.) 2.0.2... 
Snaratiue MiOD dah gaitoillaD ns 19.75(1) 
Chemcell Ltée ($1.75 Cum. Pt. Pr.) 2.0.0... 
s SHetifteries Clophy Li mitée! (Cat-(! 19.75(1) 
Chesbar Iron Powder Limited ....... 2.00(2) 
Chesbar Iron Powder Limited (Wt.) ..... 40(2) 
Chesterville Mines Limited .......... .10(1) 
Chibex);Mining Corp] aisaiccsT .-boowen .38(1) 
Chib-Kayrand Copper Mines Ltd. ..... .05(1) 


Chibougamau Mining & Smelting Co. Inc. ... 


ree Dodie awomrriaD.ozolulieD. sideman .29(2) 
Chiboug. Copper Corp. Ltd. crete eee dee .18(2) 
Chieftain Development Company Ltd. ...... 

Bae a tie il Litt taerta we STAD that 8.10(1) 
Chimo,Gold Mines,Jaidmewye .2ec). sida 1.20(1) 
Chinook Shopping Centre Limited .... 3.00(3) 
Chipman Mining & Energy Corp. Ltd. ...... 

treeaien Vireo NE 298M a9viH. sidan 40(2) 
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Choiceland Iron Mines Ltd... 2... 000. .25(3) 
Chromex Nickel Mines. Ltd. .18(2) 
Chromium Mining & ene Corporation 


OF A fee ed OMENS 


Limitédtign.t nog wgial 201290cA,, 16 1:75(2) 
Chrysler Corporation! «2060.8... 29.75(1) 
Chukuni Gold Mines Ltdioi.s 22... 145228043) 
GHUM Limitediata:.. .ciaciy> DAZ ER 5:50(1) 
GHUM ‘Limited (CL...B.)......5.. BAIMR 8.50(1) 
Churchill Copper Corporation Ltd... 2... 75(1) 
Cichda dMiiries! Ibtd. (4 .08)..L.OR My, PERE d: .03(3) 
Cimco“Limited (CISVe)1.-0}... S3tb... »12:06(3) 
Cincinnati-Porcupine Mines Ltd. . 91 302(3) 
@inola. Minesabtd/ sda. vA Iaviic. scent .08(2) 
Citadel: Mines Ltdietimit 2b. aA, 9a 04(3) 
Citex. Mines: Ltd#2e00%)) 4 gO 39%; qa. 5 .05(1) 
Gities: Services-Company.. 2GUikes. .. «LH (4) 
City Associated Enterprises Ltd. 

(Gla Ba)... Goldale..Conmad 2enOVL SUB. TE .70(2) 
Clairtone Sound Reimonninks Limited ..... (4) 
Clarepine Development Ltdi. oe... eo. 20(3) 
Clark Canadian Exploration Co...) . .. 3:75(1) 
Clavos Porcupine Mines'Ltd.......... .02(3) 
Claw Lake Molybdenum Mines Ltd. 12030) 
Clearwater Mines Ltd: ......0.: WOR fastie 15(1) 
Gi grol MiiinasiL the. Pia) sede cncyerlacese tected toxsnraite .06(2) 
Cleveland Mining & Smelting Co... .. u ee 
Clicker Red Lake Mines Ltd... 2... 000. (4) 
Clinger:Gold!Mines Ltd. 2s. 2... .u4.. .02(3) 
Coast Copper Company Limited ..... 3.00(2) 
Coast Interior Ventures . 0)... 0. ) husies45) 
Coast Silver Mines Ltd. . 27. Mk YE .14(1) 
Cochenour Willans Gold Mines Ltd... . .21(1) 
Cochrane-Dunlop Hardware Ltdi'. ... » 35.00(3) 
Cochrane-Dunlop Hardware Ltd. (Cl. A.) .. 

Jompany Lid. «5.05 Obs, Zone oil, 2980: 50(3) 
Cockfield Brown & Company Limited... ... 

Soindan. Lidl 6 DOR namo itd Dew. 6.00(1) 
Cockfield Brown & Compagnie Limitée.... . 

Sadian. .... JaterbiesseniM, yokes 6.00(1) 
Codville Distributors Ltd. (Cl. A.) . ... 3.75() 
Coin Canyon Mines Ltd.  avccSdheb eQomial. (4) 
Coin Canyon Mines Ltd. (A. Wt)... 22... (4) 
Coin Lake Gold’ Mines Ltd.) 2.0... 09(2) 
Coleman Collieries Ltd. (Clo A.)o. 2... 7.00(2) 
Coleman Collieries Ltd. (Cl. B.) ..... 6.95(1) 
Coleman . -Collieries tds}. (6% Ist 

ORh Pr) Jaanesou. Mates Ltda Sad. Se 0) 
Coleman Collieries Ltd. (B: Wt.) i... .. DQ5.E(2)) | 
Colleen Copper Mines Ltd. vo. 20. lisp 72921) 
College Plumbing Supplies Ltd....... 4.00(2) 
Collingwood Terminals Ltd:-... 0.5. ..... (4) 
Collingwood Terminals Ltd: (Pr.). 2... .. (4) 
Colonial Oil and: Gas Ltdi ey. .65(2) 
Columbia Cellulose Company Limited ...... 

Selvin. Makar bib gpionaeqqas) Qui 2.90(1) 
Columbia Cellulose Company: Limited 

($41220:.Cu. CwisPimlos< .tndaistties os. 8.63(1) 
Columbia Gas System Inc. soy. ye... (4) 
Columbia Metals Corporation Ltd. ..... .36(1) 
Columbia.Placers Ltdsi'3 2) Boi), Ban + .08(3) 
Columbia River Mines Limited ....... .28(1) 
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Columbiere Mines Ltd). 2)... 0.002005 1p.) (4) 
Comaplex Resources International Ltd... ... 
Wagadien.Racihigus. Ini Raimeune 2280 -80(1) 
Comaplex Rekoureey International = Ltd. 
(A.W AaoDatolgxd. 252 TIaus, O75 .64(1) 
Combined Engineered Products Limited ..... 
BEY ow io BQOUDION. age BE 2.60(2) 
Combined. Engineered Products Limited 
(S11 O:Ca. Eva Pr) eousionpes 3] 11.88(1) 
Combined Insurance Co. of America... 2... 
Abe Pays, Deg Lar ROIS De 40.00(3) 
Combined Larder Mines Ltd... ....... .01(3) 
Combined Metal Mines Ltd. ......... .12(1) 
Gomet' Industries Ltdi ¢@78P S28) 1000703) 
Les Industries Cométe Ltée... ..... taT76(3) 
FRESCO Ley te a eS Ae 22.88(1) 
Connnco Ltée * 3 seer ree en 22.88(1) 


- Cominga Compagnie Miniére de l’Ungava . 


Cae te alliage (gt pe het Le GEER al ein Eee 3(2) 
Commerce Nickel Mines Ltd. ........ .08(3) 
Commercial Finance Corporation Limited... . 

cae variant anette ce APLAR Re EH BPN Pir (4) 
Commercial Holdings & Metals Corp. ....... 

eS Bre es eee ee ee ae 2.00(1) 
Commercial Life Assurance Co. 

CC aNTACA erg tre te ee ced arate (4) 
Commercial Oil & Gas Limited....... .09(2) 
Commodore. Business. Machines (Canada) 

TIIIEC. ats ee ethce 4c 6 ane ee 8.13(1) 
Commodore Business Machines (Canada) 

PRITIIGCCL: CL. WY Ua) te Nee ote Rare Peg? 4.25(3) 
Commonwealth Holiday Inns 

erevOl Canada LE tagary. wok F -cy cantons ssh tes 12.25(1) 
Compton Exploration Ltd...... at Tusisenvn lee 
Computel Systems Lid...) ecinchl : 3.00(1) 
Computrex; Gentres Lids 63 -cettoshal avis .38(1) 
Comstock Keno Mines Ltd........... .07(3) 
Comtech Group International Limited. ........ 

TEE PE SPAS POO EAE: 1.90(2) 

Comtech Group International . Limited 

(990 Cu. Pri)... feu be EF BROTENS ). aap (4) 
Concorde Explorations Ltd. . 40.0.8). 6). .peaot (A) 
Concourse Building Lids sangeet ip t Sas! (4) 
€ondor Mines Limited) 5 .2ocneeias howl a h( 1) 
Conduits National Co. Ltd...) 2.0.54 3.00(3) 
Congress. Mining Corporation Limited );.....:.% . 

Fatah ce. lek Dice a tol age ia oe .48(3) 
Coniagas, Mines, Ltdij.f. agaihregqoD ant .28(2) 
Conigo Mines) Ltd. )\.;.). ....bit aaniM aoa 13(3) 
Conoco Silver Mines Ltd. . 2... .. 5 208 25(2) 
Con Quest Exploration Ltd:....... soon tAd0(2) 
Consolidated Ad Astra Minerals Ltd... .11(2) 
Consolidated Bathurst Limited... .... 7.88(1) 
Consolidated Bathurst Limitée ..... 2. 7.88(1) 
Consolidated Bathurst Limited 

(6%:Cu Pi)estern . MabighDeogehs. 11.75(1) 
Consolidated Bathurst Limitée 
(6%: Cunt. Privs).& Devebtiniah Six 11.75(1) 
Consolidated Bathurst Limited (We. yO. 2178352) 
Consolidated Bathurst Limitée (Wt.) .. 2 5.55(2) 
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ein tere te ts Sy tetas raters te PEC POLE, 3.00(1) 
Consolidated Bathurst Limitée (1968 Wt.)... . 
Pha tate tte tets Sa ¥ane ty pet GONE AD MD BLANC 3.00(1) 
Consolidated Bellekemo Mines Ltd... .. . 01(2) 
Consolidated Brewis Minerals Ltd...... .08(3) 
Consolidated Buffalo Red Lake Mines Ltd... . 
Pees te tote ete ete yy Ph ROTM, AWEID .07(2) 
Consolidated Building Corp. Ltd... ... 1.50(1) 
Consolidated Building Corp. Ltd. 
(6% Cur A. Pros. -.-. URSA ye SiTipiat (4) 
Consolidated Callinan -Flin-Flon 
Maines ‘Limited °°. ...4..4 45, Bib @1ge .07(1) 
- Consolidated Canadian Faraday Ltd... ... 80(2) 
Consolidated Canorama Exploration Ltd. .... 
Pr ee BON 2) \ BEGET Ab .15(2) 
Consolidated Daering Mining Inc. ..... .09(1) 
Consolidated Developments Ltd. ...... .70(1) 
Consolidated Diversified Standard 
~) “Securities Ltd. (CT As) *: © Ge ae 2.50(2) 
Consolidated Diversified Standard 
securities Ltd, ($2.50 Ist*Pr) 2 yt 25.00(3) 
Consolidated Dolsam Mines Ltd... .. . . .12(2) 
Consolidated Durham Mines & Resources 
ty ES 3 se + Oa CSTR .73(1) 
Consolidated East Crest Oil Company 
PTEMECR. 7 ee te hee ee ee p72) 
Consolidated Fenimore Iron Mines Ltd: .... . 
Mee eee, Da COTE QEOB a rIe .02(3) 
Consolidated Gem Exploration Ltd. .... .05(2) 
Consolidated Harpers Malartic Gold 
Mines ‘Ltd es Ss, GOS i .05(3) 
Consolidated Imperial Minerals Ltd... .. . 07(2) 
Consolidated Manitoba Mines Ltd........ (4) 
Consolidated Marbenor Mines Ltd... .. 1.55(1) 
Consolidated Marcus Gold Mines Ltd. Raden ah 
te ey POET GIO MUAOHS 1 & .05(3) 
Consolidated Mogador Mines Ltd. . .03(2) 
Consolidated Monpas Mines Ltd......... (4) 
Consolidated Montclerg Mines Ltd. .... .03(2) 
Consolidated Morrison Explorations Ltd. .... 
es yh een, nee ee 1.58(1) 
Consolidated Negus Mines Ltd........ .07(1) 
Consolidated Nicholson Mines Ltd. .... .05(1) 
Consolidated Northern Exploration Ltd. ..... 
ree ye ee eee ee ee ee GAS) .29(2) 
Consolidated Novell Mines Ltd........ .02(3) 
Consolidated Oil & Gas Inc. ........0.. (4) 
Consolidated Panther Mines Ltd. ..... . .30(3) 
Consolidated Pershcourt Mining Ltd. ..... (4) 
Consolidated Professor Mines Ltd. ....... (4) 
Consolidated Proprietary Mines 
Holdings Lid". 3" ::03- ARON Sarai aM .06(1) 
Consolidated Prudential Mines Ltd. .... .10(3) 
Consolidated Rambler Mines Ltd. .... 1.55(1) 
Consolidated Rexspar Minerals & 
Chemicals Ltd 2s ie, Oa norte: .16(1) 
Consolidated Ribago Mines Ltd. ...... .02(3) 
Consolidated Shunsby Mines Ltd. ..... .10(1) 
Consolidated Standard Mines Ltd. .... ..05(2) 
Consolidated Textile Mills Ltd. ...... 4.75(1) 
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Consolidated Theatres Ltd. (Cl. A.) 2.0... (4) 
Consolidated Vigor Mines Ltd. ........ 03(3) 
Consolidated Virginia Mining Corp....... (4) 
Consolidated West Petroleum Limited ..... . 
Pete nate tate tees PO EE CIIMIORI A BY 1.28(3) 
Consumers Distributing Company Limited .. . 
Deane e Pate te he eT Eee CEEFEV] “TEE ISCITLL 2 23.88(1) 
Consumers Gas Company ......... 19.50(1) 
Consumers Gas Company (5-1/2% Cu. A. 

6 bs aa eration baa ervacacetue ae tine taney ect 83.25(2) 
Consumers Gas Sesh dei (5-1/2% Cu. B. 

a ea asa i at rac eee ppt eres ree dec 84.00(1) 
Consumers Glass Co. Ltd.... 2... Pe 
COOMACORY CIMULCSTLLC eee coe SOUL 
Continental Can Company Inc. .... ; 32.00(3) 
Continental ‘Cinch"Mines td e337 P = .09(2) 
Continental Copper Mines Ltd. ........ 08(3) 
Continental McKinney Mines Ltd. ..... .08(1) 
Continental Potash Corporation Ltd... .. .04(1) 
Continental Research & Development Ltd. 

eee ea ily 00(1) 
Controlled Foods International Ltd. ... 1.90(2) 
LONGO REATILITTCRY See ae mcrae OP yee Sa .35(2) 
Conwest Exploration Co. Ltd. ....... UL) 
Rooper On Canadair tee gency chee Ar 14.50(1) 
I SCONGCN INTC tle | eta er wens st anf (4) 
RZD CLAN ELOCRGS OU ee Ca eS dee ee, 4.00(1) 
AcOH IVide VIC S PACs ge so kta .23(1) 
Copp-Clark Publishing Co. Ltd. (Pr.)...... (4) 
Copper Corp: of Americas. oo. rane nae .08(3) 

gy Coppercorp Limited 9 - a. Sank Neus: obkd(2) 
Copperfields Mining Corp. Ltd. ...... 1.25(1) 
Copper Giant Mining Corporation Ltd....... 

tah) ORES AEP ee, Se, Rea Gy pee AN eh. eae .10(1) 
Copper Horn Mining Ltd... sec ees ts cre .04(3) 
Copper Lake Explorations Ltd. ........ 31(1) 
Copperline Mines Limited. .......4... 19(1) 
Copper-Lode\Mines, Ltd). d-pasied lah cvs .09(1) 
Copper-Man Mines Ltd. ............ .04(1) 
Copper Pass MinesiktdesHeaibat iene aweart (4) 
Copper Queen Explorations Limited .... .09(2) 
Copper Ridge Mines Ltd, ........... .22(1) 
Copperstream-Frontenac Mines Ltd. ...... (4) 
Copperville Mining Corp. Ltd... ....... 09(2) 
Corby Distilleries Limited (Cl. A.).. . 23.00(1) 
Les Distilleries Corby Limitée (Cat. A.) ..... 

Pow yyy «cw DUN, 2S OL. sam 23.00(1) 
Corby Distilleries Limited (Cl. B.) . .. 23.50(2) 
Les Distilleries Corby Limitée 

(Cat B:) hari 257s? cai crate. 23.50(2) 
Corgemines Limited’: 2. ..bak esnilys. ti .20(2) 
Corgemines ‘Limitée 2%) wotisronia zn .20(2) 
Cornat Industries Limited .. 2.0.0.0... 1.65(1) 
Coronation Allied Industries Ltd. ....... 57(1) 
Coronation.Credit Corp. Ltd.......... 120(1) 
Coronation Credit Corp. Ltd. 

COV CMP CVe Ar er yaa eee LS 1.75(1) 
Coronation Credit Corp. Ltd. (2 Wt.) ..... (4) 
Coronet Mines Limited ..... 0.0.2.2... .25(2) 
Corporate: Foods*Ltd?.*... sa fs 3 3 3k 8.00(2) 
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Corporate Foods Ltd. ($2.75.A. Cu. Pr.)..... 
OO. Ob RPT Apert beiebl 28.00(2) 
Corporate Properties Ltd. ........-. 3.31(1) 
Corporation d’Expansion Financiere . 1.25(2) 
Coseka Resources Limited ......... 1.01(1) 
Cosmic Nickel Mines Limited ........ .09(2) 
Cosmos Imperial Mills Limited ....... 85(1) 
Costain Richard Canada Ltd......... 7.50(1) 
Coulee Lead & Zinc Mines Ltd. .... .13(1) 
Courier Explorations Ltd. .. . 0.5.5 4: - .28(2) 
Courvan Mining Co. Ltd... o. 5. 2. .07(2) 
Gover Uranium Mines Ltd. ....... 6.9. (4) 
Cowl Limited <tc. : 44 5.97) ssclh) seers 3.50(1) 
Crackingstone Mines Ltd. ............ 04(3) 
Craibbe Fletcher Gold Mines Ltd. .. .01(2) 
Craig Bit Com Ltdiy The sas .465 ieee 4.75(2) 
Craigmont Mines Ltd.. f re Me, 7.00(1) 
Crain Limited, Rolie <n aa hd Ze act lt3Cl) 
Crawford Allied Industries Ltd. ...... 1.85(1) 
Cream Silver Mines Limited ......... .24(2) 
Creative Patents & Products Limited ....... 
YS POMBE MARES FARE eee sie 21) 
Credit Foncier Franco-Canadien..... 57.00(2) 
Credo Mining Limited... ..........- 05(2) 
Cree) Dake Mining oo. oes on Re .40(2) 
Crést ‘Ventures itd? Sige. Va a ee .18(3) 
Crestbrook Forest Industries Ltd. ..... 3.90(1) 
Crésthind Mines ‘td 2. 5 os = ee ey .07(2) 
Crestwood Kitchens Ltd............ 1.75(2) 
Cresus*Mining Limitéd=. oo .07(2) 
Les Mines Cresus Limitée....5. 2... .07(2) 
Creswell Mines Litdi2%. Sea eS (4) 
CYOSs* Con GW. Bea ee 3.00(2) 
Crowbank Mines DSS ee, Oe .12(2) 
Crown Cork & Seal Co. Ltd... .... 150.00(2) 
Crown Life Insurance Company:... . 30.25(1) 
Crown Trust Company ......-5.... 15.50(1) 
Crownbridge Copper Mines Ltd. ..... . .03(2) 
Crown Zellerbach Canada Ltd. (Cl. A.) ..... 
Yh Se A ESB ND 16.63(1) 
Crows Nest Industries Ltd: ........ 26.00(1) 
Croydon’ Minés-LihiGhPiAqa ASQuA Ns 7.14(1) 
Croydon Rouyn Mines Ltd........... .03(3) 
Crusade Petroleum Corp. Ltd. ........ .65(1) 
Crush International Ltd. .......... 19.00(1) 
Cultus Exploration Ltd... .. 0.522 .20(1) 
Cumex Mines} Itditi.). yao. aerisuder. 45(1) 
Cummings Properties Limited .......... (4) 
Les Immeubles Cummings Limitée ...... (4) 
Cumonti Mines atta: o>) 2nneiicest .. : 32(2) 
Cunningham Drug Stores Limited ....... (4) 
Cuvier Mimes Ltd)!!! ss }- Petit esas: .10(1) 
Cygnus Corporation Ltd. (Cl. A.)..... 5:75(1) 
Cygnus Corporation Ltd. (Cl. B.)...... 625(1) 
Dairy Barn Stores of Canada Limited....... 
DA, COUP ino aBST Bons: 2.07(1) 
Dairy Barn Stores of Canada Limited (Wt.) 
Na GIGS SY SLOT PRE A Ch aly) a 38(1) 
Dale-Ross Holdings Ltd... ....0..... 7.50(2) 
Dale-Ross Holdings Ltd. (6% Cu. A. Pr.) .... 
BOI INTYCE VILICS La not. sink 7.50(2) 
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Dalex Co. Limited (7% Cu. Pr.) ....80.00(2) 
Dalex Mines Limited ...........0.54. .06(3) 
Dalfen*s2 bad) styiensl-tewshee batebil 12.50(3) 
Dathousie Oil Corbis. = sricreakoaean: .18(3) 
Daniel Diversified Ltd. .........02.5. .30(2) 
Dankoe: Mines) #f aii. se ole bee. .60(2) 
D’ Aragon Mines Ltd: . 1. bee. Heestet (2) 
Darkhawk Mines Dtdiins.... PiQOMeTS. .40(2) 
Darsi Mines Limited) ...9.).(505 boighlce .09(1) 
DassonyGopper Corp; Liddy. 2.) naiebiioene 19(1) 
Dataline. System Ltd... . 6.29 A 69 % 1.83(1) 
Datateck(!. Lanwsnsjiae: uc. . -betebite 1.00(1) 
Patapro:Ltdieta: Mines 14¢. botivah b ass 2.25(1) 
Dauphin Iron Mines Ltd..........-.-. .07(1) 
David Minerals Ltd. 2... 40°) betehias pict) 
Davis Distributing & Vending Ltd. ... 1.30(2) 
Davis-Keays Mining Co. Ltd. ........ 701) 
Dawson Developments Ltd....... Lbtar6-00(1) 
Debenture & Securities Corp. of Canada 
(%, Guy Proiiskeb ids TOY 4b Ty omits we 4 
Debhold (Canada) Limited 
(6-1/4% Cu. BaPs.) oz 08} hal vsee 78.00(2) 
Decca Resources Limited .......... 2.20(1) 
Deerhorn Mines, itd. 24st - batstsifax .03(1) 
Pejour-Mines Ltdy jf... Aceu pee - Be 17(1) 
Delahey Consolidated Nickel Mines 
Limited... cut @.Fiae ¥ toed =) oat .05(3) 
D’Eldona:.Gold. Mines Ltda s.25. Ageshtieons 45(1) 
Welhi PacthoMines Ltds Vy. > ot. 2 eee .07(2) 
Delkirk Mining Litdesia st ~eol3 bossheles .07(2) 
Delmico;Mines Ltds-.45-44 ..~ batrebiiex .03(3) 
Helta-BencoO ess 2 ss AF ize DRE 2s 1.65(2) 
Delta- HotelsiLida.-5 4. teirsami jeichbite 2.30(2) 
Delta Hotels Ltd. (6% Cl. A. Pr.)..... 1.35(2) 
Delta Hotels; Ltd.,(Rt)onadeckd bershiloans . (4) 
Delta Minerals, Conpics) -cysenih bor hHoens (4) 
Delta Petroleum Corporation Ltd....... het d) 
Deltan Corpaditdasii4 sobaeoh4 bembic 6.38(1) 
Deltec Panamerica (Sociedad Anonima) ..... 
3. Ve fp een A epaloiaa ht Bakebue 1.00(2) 
Demsey1Mines.-Lid.,@ yasiexoh4 batsi ilooncl M2) 
Brenison Mines Pid. a eae 24.50(1) 
Derby Mines Ltd) cecitd oivesi4 batabiloarer (4) 
Derlak Red Lake Gold Mines Ltd....... 01(3) 
Deseret Peak Mines Ltd......2...... .18(3) 
Besjardins ‘Wines Cts ote as ee 55(3) 
Despina Gold Mines Ltd. ... 2.5... 445- (4) 
Destorbelle Mines. Ltd: 2. 5 (59 Setphiles .01(3) 
Devil’s Elbow Mines Ltd. .....-....4. .06(2) 
Dickenson Mines Ltd.......5.5.0... 85(1) 
Dictator Mines Lidivy assesioed Haindiled 33(1) 
Discovery Mines, Lidsg-..... bayshiles .15(2) 
Dison International’ Ltd.*. << fet cepts 1.34(1) 
Distillers Corporation-Seagrams Ltd. ....... 
BOOB OL he sein A fisrbi 31.25(1) 
Disticta rast Co. acaayAR ©. bataebe 15.00(3) 
Diversified Credit Corp. Ltd. i... ...0..5. (4) 
Dixie-Carolina Mining Corp. Ltd. ....... (4) 
D;L.P. Diversified. Ltk v4acupi? betchilsene (4) 
Dog ’n Suds Food Services Ltd. ...... .25(1) 
Dolly Varden Mines Ltd. 2... 2 ...58.-.35(2) 
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Doman Industries:-Ltdeiji4 bedieccesd . 9.75(1) 
Doman Industries Ltd. 

£6- 2% Cu.iCyy, AypPr.) . oc aR: 39.00(1) 
Doman Industries Ltd. (Wt.) ....... 22.00(2) 
Domco Industries Ltdsesizii 1 syssinn xe 5.00(2) 
Les Industries Domco Limitée....... 5.00(2) 
Dome !MinesrEetds..Lsek esrb. sscao" -. 54.50(1) 
Dome Petroleunadad: 53, (.Ps gisvre?.-gajlon 34.00(1) 
Dominion & Anglo Investment 

Corporation Btdies pass dal wh Lebasiiaosd: (4) 
Dominion & Anglo Investment 

Corporation Ltd. 

Oi Plea sinasame acivles 74.25(3) 
PommuaonABsridge Co, Ltd...3. wk os es 23:45(1) 
Dominion Citrus & Drugs Ltd. 2.2... 8.50(2) 
Dominion Coal Co. Ltd. (Pr.) ...... 23.38(2) 
Dominion Corset Co. Ltd)... 2.0.2... 6.00(2) 
DominioneDairiesiLtds . soit... cdigi 34.00(2) 
Dominion Dairies Ltd. (5% Pr.).... : 25.00(3) 
Dominion:Explorets ‘Ltda iad... etieis 1.40(1) 
Dominion Fabrics Limited J... besgtershh. (4) 
Dominion Fabrics Limited 

«Cl AwCu, PtoProjadiebiek} sugai oe 4.38(3) 


Dominion Foundries & Steel Ltd. ... 25.00(1) 


Dominion Foundries & Steel Ltd. 
(4-3/4%;Cu. ‘An Pre)... URiJ.caniif aa 74.00(1) 
Dominion Glass Company Limited... 10.25(1) 
Dominion Glass Company Limited 
(ZH CuiCynxPoinit (eioiethnda 12.75(2) 
Dominion Jubilee Corp. Ltd. ....; i. wocier70(1) 
Dominion Leaseholds Ltd:........... .06(1) 
Dominion Life Assurance Co. ...... 95.00(3) 
Compagnie d’Assurance sur la Vie 
Hite Dominionse!s. Lid... . vse. 95.00(3) 
Dominion Lime Limited ........... 7.88(1) 
Dominion Lime Limited (Wt.)........ .50(1) 
Dominion Magnesium Ltd. ......... 6.00(2) 
Dominion of Canada General 
Insurance. Come sr.... . bi] Sat weaurie (4) 
Dominion-Scottish Investments Ltd. ........ 

ngans. On. Sid shainaoleve sees 15.68(3) 

Dominion-Scottish Investments Ltd: 

OfoiCunPr) sc... .beunil.siguo fs 30.75(2) 
Dominion ‘Stores; Adie be wini.beis 15.00(1) 
Dominion Textile Limited......... 21.00(1) 
Dominion Textile Limitée ......... 21.00(1) 
Dominion Textile Limited 

GRO, oo > pow vy oe 101.00(2) 
Dominion Textile Limitée 

(iZonGum, Privy): . 2 2 ou BR 101.00(2) 
Domtar Limited .. ..sdT ..01). ered ve 12.25(1) 
Domtan Lamitéew v4} 287 SoD. s2e0E- vt 12:25(1) 
Domtar Limited ($1.00 Cu. Pr.) ..... 13.38(2) 
Domtar Limitée ($1.00 Cum. Priv.) ........ 

yh bearitond nithawiiealia’ > nb .2es 13.38(2) 
DopaldaxMinesiiitd), ou +. os dew eee > .08(1) 
Donlee Manufacturing Industries Limited . 

Ps. Manes Juingtes >» a A).Jne aoe 4.50(2) 
Donrid Mines«Lamited :.% 8) 1andemoavals .07(2) 
Donohue Company Limited......... 4.00(1) 
La Compagnie Donahue Limitée ..... 4.00(1) 
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Donohue Company Limited 
(621/47 Gu NP Rys, Lide e  eee 15.75(1) 
La Compagnie Donahue Limitée 
(61/4 ZG UM APY OEE Ew ee Se 15.75(1) 
Donrand (Mines (iidialitaied. Mines 4umbiech. (4) 
Don-X. Mines. Ltdbi.l eariiM@. bloD. wail zack: (4) 
Doral Mining Exploration Ltd........... (4) 
Dorion Red Lake Mines Ltd.......... .01(3) 
Dorita Silver Mines Ltd... ....0.0.00.0. .11(@) 
Douglas Leaseholds Limited ........ 2.25(1) 
Dove: Lake: Mines. Ine.! zen’. asviliu? Je .40(3) 
Dover Industries Ltd. .. 2... .0.00.. 15.00(1) 
Dover Industries Ltd. (6% Cu. Pr.).... 8.00(1) 
DRGuannitédinibre aspmointingnxa } 14.00(1) 
Drummond Die & Stamping Co. Ltd... . .16(1) 
Drummond. Welding & Steel Works Ltd. 
(Chigiboltiaimimateaual......9imeq 3.00(2) 
Dubuisson Goldfields Ltd... 0... .0...00. .03(3) 
Ducros Mines, Ltd, ..... Qh. -00. 000g, why .16(2) 
Duke Mining Company Limited....... .20(2) 
Dumagami Mines Limited... ........ .19(2) 
Les Mines Dumagami Limitée........ .19(2) 
Dumont Nickel Corporation. ......... 29(1) 
Duncan Range Iron Mines Ltd. ....... .10(3) 
Dundee Minesritdint. ob hodeas Yen US OSS .18(1) 
Dunrainé>*Mimes! Btd 2724 ee arene IS .14(2) 
Dunterra Mines’ bids. <:, +, 2h CoB pay (4) 
DunrveganywimesTtdycete, SRO Ae (4) 
Dupont of Canadatitdari ies Pet 20.25(1) 
Dupont of Canada Ltd. (7-1/2% Cu. Pr.)..... 
os abate © 5) 2.) = ela >. oeiogere ag bb 52.00(2) 
Duportivitminy Co. *Ltd> 2s fay ee Oe (4) 
Dupuis Fréres Limited (Cl. A. Cu. Pr.)...... 
BOFAL. sR EOMUEIS.. . IG... CAT 6.00(2) 
Dupuis Fréres Limitée 
(GataiA “CumnNPrivy).. 4xtre. thE 6.00(2) 
Dustbane Enterprises. Ltd. oh. vpn one -« 6.50(1) 
Dusty Mac Mines Limited............ 10(2) 
Duvan COppenC O.g1MGs. 4.0 a fee ne ns ee .03(2) 
muvexsOils. cc Mines. Lid. «ms oer cps. x ra ss .02(2) 
Dylex: Diversified, Limited, o.. 4 -rsue 8.75(1) 
Dylex Diversified Limited 
COTA BEVEL UW bale. peste dsl sect sadn 8.63(1) 
Dynacore BE Mterprises Ltd. ict ussnce ots aenceh oe (4) 
PO VRACOWNCSOULCES SENG, oi. we escicipsinas & Gpinip .25(2) 
Dynalta Oil & Gas Co. Ltd. ........ 1.25(2) 
Dynamic Mining Exploration Ltd. ..... .16(2) 
Exploration Miniere Dynamique Ltée . . . .16(2) 
Dynamic Petroleum Products Ltd. .... 1.02(1) 
Dynamo Mines Limited ............ .17(2) 
Dynasty Exploration Ltd. .......... 5.90(1) 
Eagle GoldiMinres itd: .G igen ay < beers 3.00(1) 
Basle Industries Limited) :\ i... ... 64.4 5.63(2) 
Eagle River Mines Limited .......... .38(2) 
farlerest Resources.Ltd. ...... 56.84% .11(2) 
arly: Bird) Mines: Ltd... . ....bk bean. x5 .13(1) 
East Amphi Gold Mines Ltd.......... .01(3) 
East Bay Goldttdint M2cowoveN Ininolas .04(3) 
EastericBakeries Etdiasnitf! yelled snes 4.00(2) 
Eastern Bakeries Ltd. (4% Cu. Pr.) ...... (4) 
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Eastern Canada Savings & Loan Company . 


Pode. ep'eete Gas hhaad en AG eee 12. 50(1) 
Eastern Utilities Limited (Se W29%6Cu. Pr.jat.)s . 
bwiratnen. d hpensiod i naiteeres 2\ 2072: (4) 
Rastgate. nines limite bi poaiM, businoG73) 
East Lun Gold Mines Ltd.v. ooo. oes .01(3) 
East Malartic Mines Ltd... .. Sau, Jai med 
Eastmont Larder Lake Gold Mines Ltd. °. . (4) 
Eastmont Silver Mines Ltd... 2. ee. (4) 
Eastrock Explorations Ltd. 0. v.20... ...'.40(3) 
East Sullivan Mines Ltd... 020. 2 ee. 2.70(1) 
East Ventures: Ltditics 29k) 2otenubel wyvot 04(2) 
Eadstview(Mines Ltd))} .fi.) .2anienbim. wy ol. (4) 
Eaton ‘Corporations ...i¢........bsnoiit. 42. 00(2) 
Echo Bay Mining Lids. 2. o.0 Sone. 15(2) 
Economic Investment Trust Ltd... 13.75(2) 
Economic Investment Trust - Ltd. 
(5% \CuyiAc Pr.) bt ebks biod. seeziG2.50(1) 
Eddy Match Co. Ltd... to ence. oe 10.251) 
Edmonton Concrete Block 0. dotdiM..eluG: (4) 
Edmonton International Speedway Ltd....... 

) Liss eo wwe eS el REBEL cit} paciebyl. & .65(1) 
EDP Industries Limited.as'} #54 «seis .30(2) 
EDP Industries Limited 

(5%_ Cu: EviiAs Pr.) .. : 4 F gare KA. qenbves e169 (4) 
EDP Industries Limited (Wt.), ..0%. 2... 2.14% (4) 
EgotMines Ltdis:. tocustey o4HiM errsins .09(1) 
El Bonanzo Mining Corp. Ltd... ...,... 12(3) 
El Coco Explorations Ltd......+.... eee) 
Electrghome:damiited 5. 2.5.0) 45 4p 41.00(1) 
Electrohome Limited (5-3/4% Cu. A. Pr.) .... 

swell Mines Ltd. nate. ory eataridlere Aled 33) 
Electro-Knit Fabrics (Canada) Ltd... .. . 5.38(1) 
Electronic Associates of Canada 

umitéGrk & Seal Ce Elda 2.25(1) 
E-L Financial Corporation Limited . 6.88(1) 
E-L Financial Corporation _ Limited 

(AniGvidPr Conger Mines tity cae «6 9.75(3) 
E-L Financial Corporation Limited (Wt.) . 

Bee tee ek aegis eee ee 2.45(2) 
Elk Creek Waterworks Co. Ltd......... . (4) 
BimacyMalartic Mines Ttde in cee 03(3) 
El Paso Natural Gas Company.......... (4) 
Embassy Petrolenms td aad, . oe .. 43(1) 
Embassy Petroleums Ltd. (A. Wt.) .... . .20(2) 
Paice Enmniteditiny. br, ESP AAS a Rd ales 6.25(1) 
Emperor Mines Ltd. ..... Aa apa, oo .10(1) 
Empire Life Insurance Co., The...... 8.00(2) 
L’Empire Compagnie d’ Assurance-Vie woes 

yonts MifheS Ete ee ae LOS ea oO) 
Empire Metals Corporation Ltd........ 10(1) 
impireh\Miameralsi Ine: BYE ane eae .05(1) 
Enamel & Heating Products Limited 

(Glu Ad srookaion SMe eaaee om 2.25(2) 
Enamel & Heating Piddiiots Limited 

(Cl. -B.)..2.225 404. SIPWUO2974 J25%2 1.25(2) 
Enex Mines Ltd. ....05. 0700. DY Yo .21(2) 
Entarea Management Ltd. 2.2... 02... 5.00(3) 
Equatorial Resources Limited). ..:.... 19(1) 
‘Ericksen-Ashby Mines Ltd.o ie... ee. (4) 
ERI-Explorations Ine.) .23.).22aaag 219 Z77T(2) 
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‘Erie Diversified Industries Ltd... ... ~, 8.00(2) 
Erie Diversified Industries Ltd. 
LORAKE HAL) E tales, GP A se PO Te} °8.00(2) 
Eskimo Copper Mines Ltdio.) 220. 2.2 .12(2) 
Essex Packers Limited’). 2°). 0p0. DOU. 63/)(4) 
Essex Packers Limited (5% Cu. Ist. Pr.)... (4) 
O'Ethel: Copper:Mines' Ltd....2i4 29h), ops (4) 
Evangeline Savings & Loan Co. 22.4... .. (4) 
‘Evenlode Mines Ltd. .. 22... 2.40% 7710401(3) 
Excellence Life Insurance Co. (The). ..... (4) 
“Excellence Compagnie d’Assurance-Vie .. . (4) 
Excelsior Life Insurance Co. “OUBIQUN w2. (4) 
L’Excelsior Compagnie d’Assurance-Vie .... 
soln Jean. Miao te 6) 93bn4 poumimoe 7 (A) 
Exeter Mines Ltd... 2... 4. iD AOL A0(1) 
Expo. Iron) Lamited. 4).22Q SO FOL neiolg5(2) 
Expo Ungava Mines Limited... 2.0... .20(2) 
Exquisite Form Brassiere (Canada) 
Lamiteds. ..GX2 S¥ons pid 2citingd noutiorhO(l) 
~ Exquisite Form. Brassiere (Canada) 
Limited | 
(6% -Ca.( Cv. PPPOB Ss. od 6 BORG 6.75(2) 
Extendicare Canada Ltd... .......... 8.50(3) 
Extendicare Canada Ltd: (Wt.).. 2.0... 3.50(3) 
Fab (Métal Mimes’ Ltdiainouen. . GOcroK .04(2) 
Fairborn Minéscktd:2Xkd3A Stesrien .12()) 
Fairway Explorations Ltd. ..... 0.6.50. (4) 
Falaise Lake Mines Ltd. 22... 2.00 000. .16(1) 
Falconbridge Nickel Mines Ltd... .. Ms 81 .00(1) 
Falcon Explorations Ltd........ COLLEEN 55(1) 
Fallinger Mining Corporation ....... 1.321) 
Family. Life Assurance Co. (50% Paid)... . (4) 
La Familiale Compagnie d’Assurance-Vie 
(50%) payé)i isi 06 451.. SRGALUION i G54) 
Fannex Resources Ltd.'. 1. 2... IOALTIOlB7@) 
Far East. Minerals Ltdiiqut oo Spiiipn. (4) 
Farmers & Merchants Trust Co. Ltd. ..0.... 
Jan CorBOBHG. 25... 10... . AOLAIN 2.50(2) 
Fatrwest Mining Lids... .0..- O07 BARIaen .06(2) 
Fathom Oceanology Ltd... 0.0.0.0... 0. .73(4) 
Fawn Bay Development Ltd.......... .O5(1) 
Federal Diversiplex Ltd. ......... ~2 21.202) 
~ Federal Grain Limited. ...........0. 8.00(1) 
Federated Mining Corp. Ltd. ...... 450) 
Federated Mining Corp. Ltd. (Rt.) 2... ... (4) 
‘Fidelity Mining Investments Ltd. ri oe 
Fidelity Mortgage & Savings Corporation’ 
Varbetle Mixer dtd cn. 4h, fig ae (4) 
Compagnie d’Hypothéque et  d’Epargne 
Fidelitéo(Wtias. i)... 640 Oa? SS (4) 
Fidelity Trust.Co.; The ... vii. Tue 1.55(2) 
Fidelity Trust Goi, The (Wt.ouai. J80G .65(2) 
Fields Stores Limited ............ 13.50(1) 
Financial Collection Agencies Ltd... . 16.00(1) 
‘Agences de Collection Financiéres Ltée ..... 
(Nel Reh COs x.» » 2tht. CONE BD 16.00(1) 
Financial Life Assurance Co............ (4) 
Finlayson:Ent. (As). J. 68. eh we ee 14.00(2) 
Finlayson: Ent: \(B.) 24 2204, ony), A i. (4) 
Finning Tractor & Equipment Company 
Bimited . 098 Sha GUGRNOD, SUTBZSQie 12.50(1) 


Schedule VII — Publicly-Traded Shares or Securities 


First City Financial Corp. Ltd... ..... 7.75(1) 
First Maritime Mining Corp. Ltd....... .60(1) 
First NationalJCity: Corp? 29q85. 2546.1. ing (4) 
First National Uranium Mines Limited ...... 
Ve MOT ALIBI) 29qe 1 2aNeel 59 (E5(2) 
Pissti@eendaiMines:1td.. ..... 0. 84 eau. .08(1) 
Fiscal Investments Ltd... 6.7205. 2826.1 3 9.00(2) 
fiscal Investments. Lid; (Pr.)... sa. 4 08 .20(2) 
Pattinigs Lides: abtAwanil, tev lie slat, 15.00(2) 
Five Star Petroleum and Mines Ltd...... 16(2) 
Flagstone Mines Limited... ...8h1..0%0; wh) 
Fleet Manufacturing Ltd............. .86(2) 
Fleetwood Corporation ............ 8.00(2) 
Olemdonshtdes ah. OITA ID 1.40(1) 
FlemingiMinés sb tdriie! aus, avrtiol! ies .01(3) 
PhinthlonwMines Mtn es. ae A(2) 
FlmtiRocksMinesuhtdiias. .nodtelis os 1.95(1) 
Holey Silver Mines Lid... ..:...... (AYA). 04(3) 
Fontana Mines (1945) Ltd. 2.0.0.0... .03(2) 
Ford Motor Company............ 70.00(1) 
Ford Motor Co. of Canada Ltd. ..... 82.75(1) 
Porest.KerrMines Ltd Jt cso sysif. ine .04(3) 
Fort Norman Explorations Inc......... 233(1) 
Société d’Exploration Fort Norman Inc. ..... 
1) GIRO MRIS SURI 5... 5 OL) 
Fort Reliance Minerals Ltd... 2. ....... 32(1) 
Fort St. John Petroleums Ltd: ......... 67(2) 
Fortune Channel Mines Ltd. ......... 141) 
Fortune Channel Mines Ltd. (A. Wt.) ..... (4) 
Fosco:Mining \Ltd:; .2eitesiiasnsauhat : 1.18(3) 
Founders. Groupimit 2eaniozan. isc") 18: 45(2) 
Fourbar Mines Limited ......5...... .10(1) 
4-F Foods dumitéd taawinolevaCl zbisitan: .19(2) 
Four, SeasonseHotelsuitd: wise. oo. 14.25(1) 
Four Seasons Hotels Ltd. (Wt.) .. 2... 6.50(1) 
Four Seasons’Mining & Resources Ltd. ... (4) 
FoxuLake:Mineswidia «sauce. bauosiy< .03(2) 
BPEsPioneer HlectricsLtd.. (Cl. A.). -.. 17.50@) 
FPE Pioneer Electric Ltd. 
6-1/2% Cu. Cvi vA. Pra). bee anoot th: 69.00(2) 
Francana Oil: &:Gas! tdit wsninnal lan 4.55(1) 
Fraser Companies Limited......... 12.13(1) 
innebert Minesd_idd.. 2 22.4 be .01(2) 
Freehold Gas & Oil Limited ........ 1.76(1) 
Freehold Gas & Oil Limited (A. Wt.)..... (4) 
Freehold Gas & Oil Limited (B. Wt.)..... (4) 
Ereiman: Lidiy AcJies (.Ai.182). sana 5.88(2) 
BrobexcLimitedia.. },..0.a.0D) bala. 34(1) 
Frontier Explorations Limited ........ .16(1) 
Fruehauf Trailer Company of Canada 
Tiinitedtoodt. Und. am) 08) eal 16.50(2) 
Fulcrum Investments Co. Ltd. ....... 3.65(1) 
Fulcrum Investments Co. Ltd. 
(69: QudRrice.).dn001. ub supasarkt 502) 
Fundy Chemical Corporation Ltd. .... 8.75(1) 
Bunty Explormtiom ltd. . ... {anaes oe: 02(3) 
Futurity, Gils Limitedsuinat test yin 2/7(1) 
Galext Minekalyimited. ...:.' «dae see 45(1) 
Galt Malleable Iron Limited ........ 7.50(1) 
Galt Malleable [ron Limited 
(GSO ADBAStLBR) sce! Mines Lees (4) 
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Gan: Copper’ Mines) btditend: que) aisans .02(3) 
anda Silvey Wines Lid. be tels. ccc nla. stew (4) 
G & B Automated Equipment Limited ...... 
dE A Vid) DSUM.A GUO) TBRs 1.75(3) 
Garrison Creek Consolidated Mines Ltd... ... 
Cig LDR 20a aoutas .06(3) 
Gary’ Minéshidiizaath. eleva jonah .10(2) 
Gaspé Copper Mines Ltd. ......... 49.00(3) 
Gaspé Park Miiessltdian sou). §acopion (4) 
Gaspé Quebec Mines!Eitdé opines). Jago .64(1) 
Gaspex: MinesiiktdiManas aan, 2g A spon (4) 
Ees Mines GaspextIheeseg ha ony opploy (4) 
Gaspésie Mining Co. Limited .......... (4) 
Compagnie Miniére Gaspésie Limitée.... . (4) 
Gateford MinéeS Leds peragaigets, . 2204 .02(3) 
Gateway Uranium Mines Ltd. ........ .02(3) 
Gaz Métropolitain ine eres ae NY, 29: 5.50(1) 
Gaz Métropolitain Inc. (5.40% Cu. Pr.) ..... 
Prick. 1 aU eee Sueeree OME, AW GEL 66.00(2) 
Gaz Métropolitain Inc. (5-1/2% Cu. Pr.) ..... 
RAIMI TENG Eee ve Sen bor A EPA OO AAD OH US 66.00(2) 
Gaz Métropolitain Inc. (1963 Wt.) .... 1.45(1) 
Gaz Métropolitain Inc. (1966 Wt.) .... 2.20(1) 
General bakeries7 hte yt are es 552) 
General Development Corporation ... 25.50(3) 
General Distributors of Canada Ltd......... 
<b 5 alah Nek a ena Parsi ada es dei dear iam aredea 15.88(1) 
General Dynamics Corporation ......... (4) 
General Investment Corporation 
OMmOUCKCC ETT LE tee ne ar tee eae we 3.00(1) 
Société Générale de Financement 
MUR OUEDCCR ETS tate ev en ee 3.00(1) 
General Motors Corporation ....... 80.50(1) 
General Products Mfg. Corporation 
Jie POV RS%G bet (L6] laa’ oy ye gn teppei 82.00(1) 
General Products Mfg. Corporation 
PtNCOAC SS): co Oe a, ee 81.00(1) 
eneralsnesOuUMCestl il, ve. cee... .08(2) 
Weenciaeirusol Canada... .. > sis. Zoe) 
EMSS hl (TYEE, tal pct eo mama a gel gt (4) 
reas tah nite ihe ee. a. 13.13(1) 
Re TIS (Ale ATC a Oa L324 5(1) 
CRCOSI AE MMMMIICO (WA decom Cook + » euredoe 4.50(1) 
CJenStal iM ANUMLCes (WI). sa wo oh «as ty Fs 4.50(1) 
Geoquest.Resources Lids. 7 saciBA semen 1.95(1) 
Georgia Lake Mines Ltdops.p. sensitet: capelreret (4) 
Gesco Distributing Limited ......... 3.50(1) 
Getty, Oil Company tessa Beemer als 80.00(2) 
Giant Explorations Ltd... .h3.t.cyef)-calew .40(1) 
Giant Mascot: Mines, Lith 4 oxi eececstief «wets 5.00(1) 
Giant Metallics Mines. Ltd...) .as1.. {yan .11(2) 
Giant Reef Petroleums Limited ....... (21 (2) 
Giant Yellowknife Mines Ltd. ....... 7.05(2) 
Gibbex Mines J tdyt it heeas)> Samiti ape (2) 
Crbraltar Mines. Ltd) cco ac eds ah 4.70(1) 
GibsonMines |Lidhbing wo nists... teeth (4) 
Glenburk, Mines. Ltdys «4 649%.) Sel .03(3) 
Glen, Copper MinesHat® (iO. asibene.) me .16(1) 
Glendale Mobile Homes Ltd......... 5.25(1) 
Glengait.Group Limited 4. 5.....-. 1.90(1) 
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Glengair Group Limited (6% Cv. B. Pr.) ». 

ee psev esses dd BUI seville ab 3, 10(1) 
Glengair Group Limited (Units)...... mage 
Glengair Group Limited (Cl. A. Wt.) ... .85(1) 
Glengair Group Limited (Cl. B. Wt.) . . . .90(2) 


Glenlyon Mines Limited ............ 12(1) 
Goderich Elevator & Transit Co. Ltd.....: (4) 
Gogama Minerals Ltd)... cee. ees 23(1) 
Golconda Mining Exploration ....... 5.50(3) 
Goldcrest Products Ltd......... + 5er23730(1) 
Golden Age Mines Ltd. .4. .h858 wie. .40(1) 
Golden Gate Explorations Ltd...... ‘BA a6.25(1) 
Golden Harker Explorations Ltd. ...... .07(3) 
Golden Shaft Mines Ltd... ...........35 (4) 
Golden Spike Western Petroleums 
Limited:ts vane baat Maine? -vesrst .06(3) 
Golden West Resources Limited....... :11(@) 
Gold Hawk Exploration Ltd. ........... (4) 
Gakl Hawk: Mines: Iitd..2.3.....-.-H .11(2) 
Goldex: Miiesslid.rE ent: djxstnkawaiet: 1.20(1) 
Galdray;Mines Lidonal Sacetans kh » - .67(1) 
Goldrim Mining Company Ltd. ....... 10(2) 
Gold River Mines Ltd. ... 2... 2.40). 15(2) 
Goldstar Explorations & . Investments 
irnifed £1. A Prk a cdvaslarelne att decent (4) 
GolsilyMinescLidisned ON Ae amasice fenon 46(3) 
Goodyear Tire & Rubber Co. of Canada 
idbnanzo. Manas Com: bt anoctl 153.00(2) 
Goodyear Tire & Rubber Co. of Canada 
Bitch CUMENOG <2 2+ + oH babel 34.50(2) 
Gordon-LeBel Mines Ltd.............. .01(3) 
Gordon Mackay & Stores Ltd. (Cl. A.)...... 
wie k uit. Fabrics... angen). kien. dane 6.00(2) 
Gordon Mackay & Stores Ltd. (Cl. B.)...... 
atthe eon Sate de Aah OR Saad 21.75(1) 
Governor Gold Mines Ltd. ............ (4) 
Gowganda Silver Mines ............- .23(1) 
Cracddre Nhiies Lids ae oe a cee ao 4 eae (4) 
Grafton Fraser Limited (6% Cu. Pr.) ....... 
Eee. este tt eo cae eRe eee ele 17250) 
Girtton-GrotiprhiGas Cs lig: nae 20.75(1) 
Gramara Mercantile Corp. Ltd. ....... .18(3) 
Grand Bahama Development Co. Ltd. .... (4) 
Grandex Exploration and _ Investment 
Condstd Pemtdimis TNE LAS Oe Ge oe ete) 
Rrancdtowvaianes LAG So cc ae che be Fs .09(2) 
Grandue Mines 140 ee core ta 4.50(1) 
Grandview Mines" Hid. Sn ee oP FE 2(2) 
Granisle Copper Limited........... 7.95(1) 
Granite: Clab: Lids 3 es ee ee oe 14.75(1) 
Granite Mountain Mines Ltd.......... .17(1) 
Grasset: Lake Mines-Ltdi 0%. oe) 00° .20(2) 
Gray Industries Bnei 45291 RHRY fet, ae 40(1) 
Great Bear Silver Mines Ltd...........5 (4) 
Great Britain & Canada Investments Ltd. .... 
oh: Boy rcs cert Oe 18.75(1) 
Great Britain & Canada Investments Ltd. 
(5-1/4%' Gu.:Prs)n 2.035 20 AG 30.00(2) 
Great Canadian Oil Sands Limited... . 5.40(1) 


Great Eagle Explorations & Holdings Ltd. . . 


Income Tax Regulations 


Great Eastern Resources Canada Ltd..... 39(1) 
Great Lakes Nickel Ltd. 20 s....... 1.37(1) 
Great Lakes Paper Gooipany Limited. sath 
a subotiatideesatM cntddenLl. lanoisv 17.75(1) 
Great Lakes Paper Company janie phe 
py Docker Livy abe: shasre ' 2,30(2) 
Great Lakes Power Corporation Ltd. ....... 
peirtive Savihaa iD beinsauesval 19.38(1) 
Great Lake Silver Mines Ltd. .....-.%. 11) 
Great National’ Land © & Investment 
Corp nhtdesipsaebptitigh eanih ho tode 1.05(1) 
Great Northern Cantal Corp. Ltd... .. . 8.75(1) 
Great Northern Gas Utilities. Ltd. 
6% Cu A Pitas a. Shee ») eo o019.00(2) 
Great Northern Petroleums & Mines Ltd:>.... 
39 ton. limited. >> DLT Zoot pola .69(1) 
Great Northern Petroleums & Mines Ltd. 
(AuiWt). . ) Porm..bt Desnbte nevli? ester (4) 
Great Pacific Industries Ltd. ........ 1.30(2) 
Great Plains ~ Development Co. 
6fCanada Ltd! ebaas’> Jo .oD 200M: 29.75(2) 
‘Great Slave Mines. Ltdii.).coniN! asa Jeo .05(2) 
Great West International Equities Ltd. .... (4) 
Great West Life Assurance Co... ... 43.00(1) 
La Great-West Compagnie 
d’Assurance=Viéu).) zlaxenill Sonmntios 43.00(1) 
Great West Mining & Smelting Corp. Ltd... . 
jie Juke Mitobi TE ado, lanosdQ acon .16(2) 
Great West Steel Industries Ltd. ..... 5.13(1) 
Greb Industries Limited ........... 4.90(1) 
Green Coast Resources Limited ...... 4.90(1) 
Green Eagle Mines Ltd... . 2.0... ade421) 
Greenfields Development Corporation Ltd. - . . 
hs navéyu. .. bil zlisiob2ace sad. apo (4) 
Green Point Mines Ltd.......0..0... .18(1) 
Grenaché IncuERHAS) aniaiM agoesed : 3.37(1) 
Greyhound Computer of Canada Ltd........ 
L... {A uID)..bit opinela. tasn08&. 1.65(1) 
Greyhound Lines of Canada Ltd. .... 15.75(1) 
Géissol.Foods: Ltd: (AL WO. ut. OAL 8.25(1) 
Grouse Mountain Resorts Ltd. ....... 2:40(1) 
Grouse Mountain Resorts Ltd. 
(6%, CvcPr.)| gimited.. . bi. eanVims 1.70(2) 
Growers Wine Co. Ltd. (Cl. A.)...... 3.90(2) 
Growers Wine Co. Ltd. (Cl. B.).. 2... 3.75(2) 
GSW Limited (Cl. A:) 2... 02 ee 9.13(1) 
GSW ‘Limitée (Cat..A.) . Js 2Ohd ape 9.13(1) 
GSW Limited .(Cl..B,)....... bateand 29 9.00(2) 
GSW Limitée (Cat. B.) 2... et 9.00(2) 
GSW Limited (5% Cu. Pr.) 22... 25. 71.63(2) 
GSW Limitée (5% Cum. Priv.) ..... 71.63(2) 
Guarantee Co. of North America, The .... (4) 
La Garantie Compagnie  d’Assurance 
de l’Amérique du Nord... 2.5.0 2.0 0)) (4) 
Guaranty Trust Company of Canada........ 
A en A eidliatiatA wo pre AEE IOIG Tae 14.88(1) 
Guaranty Trust Company of Canada (Rt.) .... 
isveon Bng,.1 A. ., beta eon, x6 53(2) 
- Guardian Growth Fund Ltd. (Pr.)..... 8.84(1) 
Guardian Management Corporation Ltd. ..... 
NT een eer eT 7.00(2) 
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Gubby. Mines Litdsitisi ) essai. laioehet (4) 
Gui Por Uranium Mines & Metals Ltd. ..... 
imermationn Raper Oi. ou. vee eee .15(2) 
Guichonh Mines: Ltd.esnreijant:.sii i ieiaess! .03(3) 
Gulch Mines Litdyscme. .. edt ieubn) .06(1) 
Gulf; Lead Mines Ltd. .i..).... . si¥ sl mes (4) 
Gulf Oil Canada Limited. ......... 25.63(1) 
Gulf Oil Canada Limitée.......... 25.63(1) 
Gulf Oil Corporation .........0.. 25.50(3) 
Galt TitaniundLidiaiiniaigs wal syvei .25(2) 
Gtinn Mites Ltd.Pcbans > zisoings {2 bas .24(2) 
Hahn Brass Limited (5% Ist Pri)... eco. (4) 
Halifax Developments Limited... .... 1.85(1) 
Hallsor Minés Lid. .«3 26D jeussi4 bes .80(2) 
Hlakete Mines A tdniasines Peds 2.05.26 .10(3) 
Hambro Corp. of Canada Ltd. ...... 13.00(2) 
- Hambro Corp. of Canada Ltd. 
(O212%.GaiA.. Pr.) Diversified» eld (4) 
Hamilton Group Limited, The ...... 21.38(1) 
Hamilton Group Limited, The 
6% CunAs Phe | buittnd CBO. wiiD 85.00(3) 
Hamilton ?Harvey Btdiai.j. . 2s. .vaid-< 8.00(1) 
Hamilton Trust & Savings Corp. .... 10.25(1) 
Hamilton Trust & Savings Corp. 
Mloting) ncial, keel. o&. Pipes. 10.50(2) 
Hamilton Trust & Savings Corp. 
C TosCu AWPE)@ ty. bStienilé 2ePniwiD 18.88(1) 
Hammond Investment Corporation .. . . 1:00(2) 
Hand Chemical Industries Limited . .. . 5.00(2) 
Les Industries Chimiques Hand Limitée .... . 
vsveth Poundssinw Lid... lenottem 5.00(2) 
Hand Chemical Industries Limited 
(Rts Prs) Chink esiitA. of. 2a) &. Lenoiters 5.00(1) 
Les Industries Chimiques Hand Limitée 
(POPLIN encased. (bt sopead 5.00(1) 
Handy Andy Company ............ 3.63(3) 
Hanna Gold Mines Ltd. . 2... 200.004. .19(1) 
Hansa Explorations (Ltda... ... Jsnociianssia| (4) 
Hanson) Mines /Ltd: .{.0). bit soigsiogie .14(2) 
Hardee Farms International Ltd....... 1,10(2) 
Hardee Farms International Ltd. 
METS Was bid. Jsucr erie 80.00(2) 
Harding, Carpets! Ltd) aaggelk Leaolis 14.88(1) 
Harding Carpets Ltd. (Cl. A.) 2.6... 14.50(1) 
Hardwicke Investment Corporation Ltd. ..... 
re LAAs. 9035 ote See 50.00(2) 
Harlequin Enterprises Ltd..........: 3.80(1) 
Hamissé&/Sonsi Ltd. Jj... .. £2. .G). 4 3.00(1) 
Hart River:Mines:Litdvivv ki. . ..isucitans .16(1) 
Harvyést:Retroleums Ltd... .. ~~. .¢48), bi .04(3) 
Harveys! Foods ‘Litde) cities! Leaousnic .82(1) 
Harvey Woods Ltd. (Cl. A.) ........ 1.65(2) 
Harvey Woods Ltd. (Cl. B.) 2... 02. 50(2) 
Hawker Industriesobtd. tenho. snolsmiewl (4) 
Hawker Siddeley Canada Ltd. ....... 2.40(1) 
Hawker Siddeley Canada Ltd. 
523749 Guo CvePndaili. .. Jlanais 58.50(2) 
Hayes-Dana Limited... ..3)... n089822). 4 12.00(1) 
Héadvue. Mines .Ltdivs!y. 200. sosmenu (4) 
Headway Corporation Limited... .... 3.45(1) 
Headway Red Lake Gold Mines Ltd. .. . .07(2) 
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Hearne Coppermine Explorations Ltd. ...... 
wladteke Mines Dido cbt) ean, doe .15(1) 
Heath Gold Mines. Ltd! “enii4 mivati.voin .01(2) 
Hedman, Mines, Ltd. bstienwtt 2sleuetl.tsi . .50(3) 
Hertz Industries Lidadiinwt 2ateuotloeinsH2(1) 
Hewbet: Mines litdudtich.esau sow. soul (4) 
Hibernia Mining Co. Ltd. .... 2.2... owHi(1) 
Hrghland-Bell,Limitediwii.2....... , alts (4) 
Highland Chief Mines Ltd. . 2... 2.0.00. :12(1) 
Highland Lodge Mines Ltd........... .08(1) 
Highland Mercury Mines Ltd. ........ .15(3) 
Highland Queen Mines Ltd. ......... 23(3) 
Highland Queen Sportswear Ltd. ..... 1.63(3) 
‘Highland Valley Mines Limited....... .09(2) 
Highmont Mining Corporation Ltd. .. . 2.10(1) 
Highpoint Mines Limited .. 2.2... 00. .05(2) 
Hi-Lite Uranium Explorations Ltd:....... (4) 
Hinde & Dauchiletd.).ii ex .L.123timit 125.00(2) 
H & M Tax Savers Ltd. eh) betinid . DAG (4) 
Hobrough iti B8S\i-b) sdtionit 3.00(2) 
Hobrough Ltd. (6% Cu. Pr.) ORS taper Reds 1.70(2) 
Hosan Mines Htdya:sRA\e-2) Bertoni .D.. .12(1) 
Holberg Minés Limited\.-03 2dtian J 4 (4) 
Héelimeger Mines(lidey soos Lites 36.50(1) 
Hollingsworth Mines Ltd... 22.0. (4) 
Home Oil Co. Ltd. (Cl. A.) . 2 oe. . 33.38(1) 
Home Oil Co. Ltd. (Cl. B.) 2. on, “2. 33.00(1) 
Home Smith International Ltd......... .75(2) 
Home SupermarketsLidiavuioss.4 wouniZ. .30(3) 
Honda Mining Co: Ltdi. 2. en .29(2) 
H6fhe Fault Mines Ltd... . .tyetimit aos .07(3) 
Horne & Pitfield Foods Ltd. ..o..... 2.50(1) 
Hotstone. MineralsiLtd? 2238). :e2u..).aoz0n 01(3) 
House of Braemore Furniture Ltd... ... . 3.50(2) 
Houston Oils Limited ......0.00.00.; 1.94(1) 
Houston Oils Limited (Wt.)......0.0.. .65(1) 
Howard Smith Paper Mills Ltd. 
($2.00sGW7 Pa.oD.sonsiwe2A Stil isi 25.38(1) 
Howden & Company Eimited, D3 Ha!) . 2507 
ee AVDine, fanreibess oe si.) singed 3.10(2) 
Hubbard Dyers Limited ..... 0.2... 45.00(2) 
Hubbard Dyers Limited. (Pr.) 2.0.0.0 2000. (4) 
Hubert Lake Ungava Nickel Mines Ltd. ..... 
wo. Valley. Mines. Lideys .. oe st .01(3) 
Hub Mining Exploration Ltd.......... .16(2) 
HucampiMines-Lidwot baa .2istol. isiec .27(3) 
Huclif Porcupine Mines Ltd. .. 2... ..000. (4) 
Hudson Bay Mines Ltd... 2.0... 600, .16(3) 
Hudson Bay Mining & Smelting Co. Ltd... .. 
¥GL Orpleiionsshesrs,..b. , 94 21.00(1) 
Hudson Bay Mountain Silver Mines Ltd. :... 
Apasieiieels OSs. LyiilidsziG, . sma .08(2) 
Hudson’s Bay Company ..... 2... 18.88(1) 
Hudson’s Bay Oil & Gas Co. Ltd. . . .. 46.00(1) 


Hudson’s. Bay Oil: & Gas Co. Ltd. 


6%. Gus.Gw.s,A:i Pr) bain sbeagQ 55.50(1) 
Hughes-Owens Co. Ltd. (Cl. B.) 2.22. 9.00(2) 
Hughes-Owens Co. Ltd. (6.40% Cu. Pr.) .... 

re ee « Qi. 250M Isis pisinuomM . 21.13(3) 
Hugh-Pam Porcupine Mines Ltd. ........16(2) 
Humlin Red Lake Mines Ltd. .......:. 01(3) 
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Hummingbird Mines Ltd.........--. 85(2) 
Hunch.Mines Lid...c.s os 3 eee oss wR .03(3) 
Hunter Basin Mines Ltd............. 07(3) 
Hunter Douglas Limited .........5.-.-. (4) 
Hunter Douglas Limitée ....5......--. (4) 
Huron Bruce Mines Limited ........... (4) 
Huron & Erie Mortgage Corporation 
The’. Vir’ LAN. Boi Lee-Des 25.00(1) 
Husky. Oil Ltd... 7208. 2888. Suh Dee 16.38(1) 
Husky Oil Ltd. (6% Cu. A. Pr.)..... 43.00(1) 
Husky Oil Ltd. (6% Cu. B. Pr.) ..... 44.25(2) 
Husky Oil Ltd. (Di - Wt): +. Sssun: bons 6.90(2) 
Husky Oil Ltd. (2 Wt)ss-. ore oes 5.60(1) 
Hydra Explorations Ltd. ..........-.- 17(1) 
Hy’ s of Canada Limited ........... 3. 00(1) 
Hytec Electronics Ltd. ....2 2.000006. (4) 
LAC. Liniitedzsens:cliqniimmiasn! i 19.75(1) 
RAG Lamitée Orr. ouaG & 19.75(1) 
1.A.C. Limited (4-1/2% Cu. Pr.)..... 69.00(2) 
LA.C. Limitée (4-1/2% Cum. Priv.) ........ 
lay Nunes L480. 80) Dit. dei 69.00(2) 
LA.C. Limited (5-3/4% Cu. Pr... .- 23.00(1) 
LA.C. Limitée (5-3/4% Cum. Priv.) ........ 
Rien... Expimravouiil, sare sage 23.00(1) 
LA:CsLimited (Wt))!.[. ascii .anawennt 8.00(1) 
BAC Limités (WE) J) .t1..00.00 3: 8.00(1) 
Ibes International Ltd................2 25(2) 
Ibsen Cobalt Silver Mines Ltd. ......... (4) 
Ice Station Resources Ltd... ...0..0.. 21(1) 
Ideal Bay Explorations Ltd........... .11(3) 
Imasco Limited... 3.) 2901. duet. 20.00(1) 
Imasco:Limitée bit shandblsus 28 : 20.00(1) 
Imasco Limited (6% Cu. Pr.). 22. .... 4.60(2) 
Imasco Limitée (6% Cum. Priv.) ..... 4.60(2) 
Imperial General Properties Limited . . . 4.50(1) 
Imperial General Properties Limited 
(We)! yonsyeSs.. diundé .... p18 1.00(2) 
Imperial Life Assurance Co. of Canada ..... 
jon Eid \beolinii i iegoi Dre. 2 137.00(2) 
Compagnie Canadienne d’ Assurance 
sur la Vie-l’Impériale .. 2.2.2... 137.00(2) 
Imperial Marine Industries Ltd... .. -. 1.05(1) 
Imperial Marine Industries Ltd. 
(MIOWE)) FADIA EOR 2 AN... SUNG .16(1) 
Imperial Metals and Power Ltd........ .23(1) 
Imperial Metals and Power Ltd. (Wt.) . (4) 
Imperial Oil Limited... .......00.. 31. 50(1) 
Income Disability & . Reinsurance Co. 
ofCanadatiiiamGat eainikA yea n0% 6.00(2) 
Income du Canada Cie  d’Invalidité 
et de Réassurance ............4. 6.00(2) 
Income Disability & Reinsurance Co. 
of Canada:(Wt) . .vasqaiwoD.vsG 2"n0eb 58(2) 
Income du Canada Cie  d’Invalidité 
et de Réassurance (Wt.) ........... 58(2) 
indal Canada Limited. {29 .A..¥0D. 90.3 8.38(2) 
Independent Mining Corp. Ltd. ........ 01(3) 
Index Mines Limited ..... 6.05 0.052. 1.40(2) 
Indian Mountain Metal Mines Ltd...... 49(2) 
Indusmin Limited... ....2.....0..4. 9.75(1) 
Indusmin Limitée . 22... 5.0. oe. 9.75(1) 


Income Tax Regulations 


Industrial Adhesives Limited ....... 13.38(1) 
Industrial Growth Management Limited ..... 


Industrial Life Insurance Company, The ... (4) 


L’ Industrielle Compagnie d’ Assurance 
sur la Vie ....... DJ 2901M bss Tea (4) 
Ingersoll Machine & Tool | Company 
Limited (4%, Cu.. Poi)mi.l sheasD 160 and (4) 
Inglis Co. Ltd., John. 2... 22s. ee. 9.50(1) 
Initiative New Exploration Lidnininse ¢ 2.25(1) 
Inland Chemicals Canada Ltd. ....... 3.05(2) 
Inland Copper’ Ltd. 2 0) osu... tare. ae 23(1) 
Inland Natural Gas Co. Ltd. ....... 13.00(1) 
Inland Natural Gas Co. Ltd. (5% Cu. Pr.) .... 
uM Sorher Pep en ms. BLLgaaes *, 14.501) 
-In-Place Electronics Limited ... 2.2.0.5 35(1) 
In-Place Electronics Limited (7% Cv. Pr.).... 
GOURD. 6 ow be Sew! w LDA eee (4) 
Inqua Resources Ltd. 20... 22. oe 2s 5001) 
Integrated Wood Products Ltd. ...... 3.50(2) 
Inter-City Gas Limited ............ 6.75(1) 
-Inter-City Gas Limited (6-1/2% Cu. A. 
Rid Pr;) . oA agree Vlaeg TO! 16.50(1) 
Inter-City Gas Limited (B. 2nd Pr.) ....-... 
be a's sw OPRAI WESE Gas a oS (GR 19.50(2) 
Inter-City Gas Limited (Wt.)........ 2.90(1) 
Inter-City Gas Limited (1971 Wt.) .... 3.05(1) 
Inter-City Manufacturing Ltd. (Cl. A.) . (4) 
Interior Breweries Limited ......... 3.35(2) 
Intermeétoe Lidia. spun, aamequp ies 2.30(1) 
International Atlas Development 
&‘ Exploration Ltd... sien... a0 .19(2) 
International Bibis Tin Mines Ltd. . .O8(1) 
International ‘Bond and "Equity 
Corporation Ltd... .....6..6..00%. 1.40(2) 
International Bond and Equity 
Corporation Ltd. (Cl. A.) 2... 25.6. £i22(2) 
International Bond and Equity 
Corporation Ltd. (Wt.) ........ 050. .16(3) 
International Bornite Mines Ltd. } aEAe) 
International Business Machines Corp. ...... 
Be... 2s Yionmead .., s CRRSORE .. 339.00(1) 
International Copper Corp. Ltd. ....... .16(3) 
International Halliwell Mines Ltd. ..... .21(1) 
International Hydrodynamics Company 
Nii amnee J Chi aodist ieee eee 1.20(1) 
International Hydrodynamics Company 
Etd..(B: Wt)... .1.,.nL aod 2.2 (4) 
International Hydrodynamics Company 
Bid Rt)e 655. Ca. bEL emusions9 Jegraeh (4) 
International Kenville Gold Mines Ltd... .... 
mantes’.(.@..0!. MALI) cbt abon gaya 10(2) 
International Land Corporation Ltd. . .. 5.75(1) 
International Mariner Resources Ltd. /.66(1) 
International Mariner Resources Ltd. 
(C. Witeas2 . ... .yslebbie-. <c..aam . .19(1) 
International Minerals & Chemical 
Cérp..(Canada).Ltd... bole sass 16.88(2) 
International Mogul Mines Ltd. ...... 7.40(1) 
International Nickel Co.:of Canada Ltd. ..... 
.....Dbil ean bled: sds. Dbod au 32.63(1) 
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International Norvalie Mines Ltd........ 06(2) 
International Obaska Mines Ltd. .... : ...28(2) 
International Paper Co. 2... 00 (4) 
International Space. Modules Ltd. (Cl. B.).... 

Winter. Pus, eel ony saxo, oA .90(1) 
International Systcoms Ltd...) 2.00... 57(1) 
International Utilities Corporation: . 42.75(1) 
International saat Corporation 

(CLNAGIEV fives. af. CBibeooi zl . 49.75(2) 
International Usiities Corporation 
($2.32, CusCv.-Prdid 262 4 iO shiegd ,210(4) 
International Visual Systems Ltd... ... 1.25(1) 
International Visual Systems Lid: CWE aay | 
jngsicn Ov Nano gk wh, geod oidgay .40(2) 

~ Interplex S.P.A. Industries Ltd. 2.2.0. ». .60(1) 
Interpool International Ltd. .. 2... 2. 20.00(1) 

Mnferprovineial All... 0.5. ee be ete 1.35(1) 
Inter-Provincial Diversified ‘Holdings 

limited anshonics 44d aon aromas 3.25(1) 

~ Interprovincial Pipe Line Co...) 2. . 30.63(1) 
Interprovincial Pipe Line Co. (Wt.) vo...... 

Shay. Civeceterias Co. Qiu gigi oy 14.50(1) 
Interprovincial Steel & Pipe Corp. Ltd....... 

yh BO ARI. 290M Lb, 1OW SARS DSA, 91%29..63(1) 
Interprovincial Steel & Pipe Corp. Ltd. 

$($120 Cu. .CvePr.). beticit zon | 23.75(2) 

Inter-Rock Oil Co. of Canada Limited ...... 
K00-2nd BIW, leiodeni, shnnew 15(2) 
Inter-Tech Development & Resources Ltd. 
ania Corporat Hin-Lotibs GI. Mk aN C4 80(2) 
Investment Foundation Ltd......... 41.50(3) 
mevestors: Group,-The} ic... 79. .6.Q8.1 7.75(1) 
iiInvestors Group, The(Cl A.) . 20.50% IAS) 

‘Investors Group, The (5% Cu. Cv. Pr)... ... 

MEPOArs.... eiomenit, >. Ain 21.00(1) 
Invicta Explorations Ltd... 2... 0000. .08(3) 
Jonarc Smelters Limited’ ..0. 030 0000. 1.40(1) 
LO.S2bimitedd f .63.930293,. 43 1eiaiegia, 2. (4) 
nish ‘Copper. Mines: Ltd. ... ots aoruls's oA .07(2) 
fron! Bay Trust fs 2) avtsh. canol Ay ne: 3.10(1) 
Iron: CityeMineéssitd))) 4)... .zaciel, 4. moe, 15(3) 
Iron Cliff: Mines Ltd..i.i Zier, Taqn4 .17(3) 
Ironco Mining & Smelting Ltd... ....... (4) 

‘“froquois. Petroleum Co.Ltd’) <¢'f19i) 299.4. (4) 
La Compagnie de Pétrole Iroquois Ltée ... (4) 
irwinLoysLid.\/ AobMns einqaupajend 17.00(2) 
TSEC Canada ladisamyyegt .. ABE .10(1) 
Iskut Silver Mines ‘Ltdi4;sAd% 2. 00.44 .16(2) 
Island Telephone Co. Ltd.......... 10.25(1) 
fsopMines htdMisies 4.44..Pl4 22M ag 1.35(1) 
Israel Continental Oil Co. Ltd... ...... .21(1) 
Lin. IndustriesLimited. 2274 bd2:.3i9 4.25(1) 
LPL Industries Limited 

(651/2% Ons CwisPrjoi. %.420iNL 10.50(2) 
Ivaco Industries Limited .......... 14.25(1) 
Les Industries Ivaco Limitée ....... 14.25(1) 
IWC Industries: Limited Wo om eubai. ¥ 1.90(1) 
Jackpot Copper Mines Limited ....... .07(2) 
datkWaite;Mining Co; (wic Mies itd. .03(3) 
Jacobus Mining Corp. Ltd... 2... 000. .03(2) 
Yacola Mines iLtdit: ayo, 2245.4. 297) ZO .04(3) 
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Jagor Resources Limited)... 20000 05. .20(1) 
Jahalla Lake Mines Btduiii?) apie ee. .04(3) 
Jamaica.Public Service Co. Ltdii.. 2... '23(2) 
Jamaican ..Mining Ltd. (208. io. yoda ea. (4) 
Jameland Mines Ltd. 220!.¥. 2205 D0 . §p.05(2) 
James Bay Mining Corp... 0. 2000.0. .22(1) 
~ Jamex Explorations Limited) 2... 0.0.0. 32(1) 
Jamex Explorations Limitée..... 2... 432(1) 
Janus Explorations Ltd.aoh.. aA .06(3) 
Jason Explorers Lid. 2g lor? spsuaws .13(1) 
Jason Explorers Ltd. (A. Wt.) 20000 o, *, (4) 
Jaye Explorations Ltdistio is 2arigubs} x: .06(2) 
JB. Automatik-Lidoqod, zesmeuflanojera a, (4) 
Jean Lake Lithium Mines Ltdi.. 2.0.00. 02(3) 
JelexaMines"Ietdic). Deh zea, yaad. Wh .10(2) 
Jenkins! Brosiabtd.!) (Pi 24M, Blow) spaigi, (4) 
JenichooMinessitd aweGl OO 4, en) vers} .10(1) 
Jersey Consolidated Mines Ltd. ....... d4(2) 
Jespersen-Kay Systems Ltd. ..... ... 3.0001) 
Joburke Gold Mines Ltd. vy. .02(3) 
Jockey; Club. Ltd.; .Thes isc) bagiel, ¢ 5.25(1) 
Jockey Club) Ltd., The 
(6%, Cus AcckstsPreyransiaixa boow: 10.38(2) 
Jockey Club iqxLtag The 
(8-1/2%Car BuPrj ian) Vaweied bas 10.38(2) 
Jockey Club istoLtd., The 
(5,60%:.Cul 2ndkPmyegioD. gniniM J9 10.38(2) 
Johnson & Johnson ... 0.0. 00.0.00. 97.75(2) 
Joliet-Quebec Mines Ltd. 2... se. ee. .19(1) 
Jolly Jumper Products of America Ltd... .. . 
hak Sets Tir ee DIT es1ojd 29! 1.30(1) 
Jolly Jumper Prodiidts of America © Ltd. 
Wid. Eaaviemi andi econsiolaxd omor, (4) 
Jonsmith; Mines dstd}4, 20 ay bast linn: .07(2) 
Jorex, Limited, .....bi/ 2ttecinolevst, an: 1.36(1) 
Joutel Copper Mines Ltd... oy. 52(1) 
Jowsey Denton Gold Mines:Ltd. 2.0.2... (4) 
boyd iinanig ted, Pad! Yan. ark wie. RSS 95(1) 
Joy Mining Ltd. (A. Wt.) 2. ceo. .05(2) 
Juma Mining & Exploration: Ltd... 2... .02(3) 
Honiper:Mines. Ltdos das. 2ootreiqy .16(2) 
KaiseraResources Ltdolisianiyard. aupnes 3.95(1) 
Kal Resources Lidine:. aah ..baiiett ued .64(1) 
Kalco Valley Mines Ltd... 2 oe .15(2) 
Kallio Iron.Minés Jétdy sdiol spun ie 5.00(1) 
Kamad Silver Company Ltd. 2.2... 00. 35(1) 
Kanico Developments Hstd.: «6.64. na 6 x (4) 
Kam-Kotia Mines Ltd... 2s, 45(1) 
Kamloops Copper Consolidated Ltd. ... .07(1) 
Kappa Explorations Ltd... 20.000 000, .36(2) 
Kaps Transport Limited ........... 8.13(1) 
Rardan Ganadram Oils) Ltd. «a4 es Sax 1.88(2) 
KB Mining Cox Ltd.0) ioaaniViiWleO abe 1103) 
Keeprite Products Ltd. (Cl. A.) 20... 11.75(1) 
Kelglen Mines :Ltd).bj.) 2yawwolaly. walhi .05(2) 
Kellcam Explorations Ltd... 2... 2.0004 (4) 
Kelly-Desmond Mining Corp. Ltd... ... O1(1) 
Kelly-DeYong Sound Corporation Ltd... .... 
PohS.1GAA ins. PIQIAL, 2 ww 4. BATIQIB: 85(1) 
Kelly Douglas & Go.16) Ltd, 
(Glad: Cur Riss 21M S2UOn ip yReh, 5.50(2) 
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Kelsey-Hayes-Canada Ltd. ......... 7.00(2) 
Keltic Mining Corp.'Ltdin 2)... lees. (4) 
Kelver Mines Limited... ...... 05... 181) 
Kelvinator of Canada Limited ....... 5.00(2) 
Kendon Copper Mines Ltd. ..........-+. (4) 
Kenogamisis Gold Mines Ltd... ..... .09(3) 
Kenting Limited #: 0.2 wise 10.25(1) 
Kenwest Mines Ltd... . 2... epee eee .02(3) 
Kerr Addison Mines Ltd. .......... 7.40(1) 
Kewegama Gold Mines (Que.) Ltd. .... .05(3) 
Key-Anacon Mines Ltd. ............ .25(2) 
Key Industries Limited ...........:. .22(2) 
Keystone Business Forms Limited ... . 3.00(2) 
Key-Way Mining Co. Ltd. .......... .07(2) 
Kidd Copper Mines Ltd. ............5. (4) 
Kiena ‘Gold: Mines [td. .....83.1..2ce 2nine ..75(1) 
Kilarney Gas & Oil Development Co. Ltd. ... 
C. Jaowiéba aentl, Getshilosac. veaio® (4) 
Kilembe Copper Cobalt Ltd. ........ 2.25(1) 
Kimberlite Mining Corp. Ltd. .......... (4) 
King Island Mines Ltd.............. .03(3) 
King Kirkland Gold Mines Ltd.......... (4) 
Kingswood Explorations Ltd.......... .14(1) 
Kingswood Explorations Ltd. (Wt.) ...... (4) 
Kirkland Gateway Gold Mines Ltd. ...... (4) 
Kirkland Minerals Corp. Ltd.......... .07(2) 
Kismet Mining Corporations Ltd....... .37(1) 
Knobby Lake Mines Limited......... .20(2) 
Knogo'Corpe Ltdic.i. Lae MM. usdant sien .75(3) 
Kofflér Stores: td. toseictebuet asarus. 15.38(1) 
Koffler Stores Ltd. (7% A. 1st Pr.) ... 8.88(1) 
Koffler Stores Ltd. (Wt.)... 00.5... .% 6.85(2) 
Komo Explorations Ltd. ..........-. .07(2) 
Kontiki Lead & Zinc Mines Ltd. ...... .03(2) 
Kopan Developments Ltd............ .06(2) 
KSF Chemical Processes Ltd. ....... 1.80(1) 
KSF Chemical Processes Ltd. (1968 Wt.) .... 
erial Life Assurance £20. Bh anit 50(2) 
K.. T.. Mining Ltd: (WA). 21.2 grin .11(1) 
Kukatush Mining Corp. (1960) Ltd. ... 1.751) 
Kupfer Mines) Ltd su. ..03.4 2enM seul .42(1) 
La Banque Provinciale du Canada ... 13.75(1) 
Labatt Limited, John’. .. di. agcivee:! 22.00(1) 
Labatt Limitée,. Johmyi.) soniM volis¥.: 22.00(1) 
Labatt Limited, John (Cv. A. Pr.). ... 23.88(1) 
Labatt Limitée, John (Conv. A. Priv.)....... 
eral Du. Lins asemaqclsveG a: 23.88(1) 
Labrador Mining & Exploration Co. Ltd. .... 
Aan @eL betahliGzaoD .19q@eDk2qco 35.25(1) 
Lacanex Mining Company Limited .... .90(2) 
Lacanex Mining Company Limited (Wt.) .... 
one, « Disabilifel 20 nibh eee A5(2) 
Laddie Gold Mines Ltd.iz! 2.00) anim: .04(3) 
Raduboro Oil Létd?agaGs 1. seu Sigs .90(2) 
Laidlaw Motorways Ltd........... 14.88(1) 
Laidlaw Motorways Ltd. 
(7%: CaunGy. AxsPrjem De sooresth 15.38(1) 
Laidlaw Motorways Ltd. (Wt.)...... 10.62(1) 
Laiteries Leclerc inc. Les 
(Can wy) imiteg oi. LaalgueG. ss 10.75(1) 
Lake Beaverhouse Mines Limited ..... .12(2) 
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Lake Dufault Mines Ltd... ........ 12.13(1) 
Lake Erie Gas Lidsii: pived® ise mentrssant. / (4) 
Lake Expanse Gold Mines Ltd. ....... .09(3) 
Lakehead Mines Ltd. 2... 0. 6 6 cee ee. .09(2) 
Lake Kozak: Mines Ltdican.s . 10.085 .04(3) 
Lakeland Natural Gas Ltd. (Wt.) ... 0.2.5. (4) 
Lakelyn Mines Ltdi 2 sa.iucl) Saou .10(3) 
Lake: Ontario Cement’ Ltd... . iseniuee. 2.70(1) 
Wake-Osu Mines:Intd, .......601.80.A419 .09(2) 
Lake Shore Mines Ltd. .........55. 2.30(1) 
Lakeside: Oil & :Gas Litdet 23. sO LELoe (4) 
La Luz Minesiktdais+2. JeueiV ienosm 1.55(1) 
Lambert Inc., Alfred (Cl. A.)....... 15.25(2) 
Lambton Loan & Investment Co......... (4) 
Lancer of Canada Limited. ....).. ss6 1.85(2) 
Langis Silver & Cobalt Mining Co. Ltd...... 
miPiace Plectronicws J iat divers .06(2) 
Liarandona/MinessLtdi.... . .{sionivard-seinl. (4) 
Larchinont, Mines sLtd.,, ...... ... 0... badigtiie .08(3) 
Latgo Mines Lidt>.ani ied. Leigac oiertsiti22(3) 
Laroma Midlothian Mines Ltd. ....... .04(3) 
Laronge Mining Ltdiwcu . 40.)/ 20%. oes 8101) 
LarunisMines LtdiiS 3 !said isionivoigis .02(3) 
Lassie Red Lake Gold Mines Ltd. ..... .07(2) 
Lassiter Petroleums Ltdi::. 2.0.00. 02 een. (4) - 
Latira Minés:Limiteds 249.\v). sc). 001¢ .20(2) 
Laura Secord Candy Shops Ltd... .... 8.88(1) 
Laurentide Financial Corp. Ltd. ..... 10.38(1) 
Laurentide Financial Corp. Ltd. 
(GheisGu thr) oc Set ae 17.50(1) 
Laurentide - Financial Corp. Ltd. 
($240; GudPr.).id.....afL..quord 2703 19.00(1) 
Laurentide Financial Corp. Ltd. 
(6-1/4%: €u. PR) PAysaT ..quevd 21) 17.00(2) 
Laurentide Financial Corp, ,./ Sadia. 
($2.00.Gui.Cv..2ndsBronciissalaka 25.88(2) 
La Vérendrye Management Corp...... 8.00(2) 
Corporation de Gestion La Vérendrye....... 
smorction. Lid. (Wiad.esall asia 8.00(2) 
Lawson & Jones Ltd. (Cl. A.) ...... 18.00(2) 
Lawson & Jones Ltd. (Cl. B.) ...... 92.50(3) 
Leamoor Minerals Ltd......... 1413 be OC) 
Lederic:MinessLitdaitiawe <A ein. oom .18(1) 
Leeds. Metals ‘CoiLtd. >. crass iio .2ieum .04(3) 
LeeMac Mines Lids: sis wing age mM 211) 
Leigh Instruments Limited ......... 4.45(1) 
Leigh Instruments Limited 
($2.60 Cu..Cv.A. Pr). 1 eoaiM ssi 25.00(2) 
Leisure World Nursing Homes Ltd. . ... 1.00(3) 
Tieitch (Mines Ltd...........4. ba ase toek (4) 
Lemtex Developments Limited ....... 55(2) 
Lennie Red Lake Gold Mines Ltd...... .03(3) 
Leon's Furniture Jitdarba}ticnm Lic... 6.13(2) 
Lequer Mines & Investments Ltd. ....... (4) 
‘Les Mines Belair Incsto 5.) vaisieniebsas .92(1) 
Liévack Mines. Ltdintit-cosvi .2aitizubal 2a (4) 
Levy: Industries. Ltditiwisi.l.cethenbal 13.50(2) 
Levy Industries Ltd. (6% Cu. A. Pr.) ....... 
spgijonal Masa) Meftep divi eta: 6.50(1) 
Lewes River Mines Ltd... 2.5... 6.6. :11(2) 
Lewis Red Lakes Mines Ltd.......... .22(2) 
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Lexington Mines Limited .........;. .25(1) 
Liberian Iron Ore Limited. ..... .-, 10.13(1) 
Pate Investorstitd Aina’ pethidine) .3 7,50(2) 
bafe- Investors Ltd (Wey Bo)... 1.25(1) 


Lincoln Trust & Saving Company ... 12:13(1) 
Lingside Copper Mining Co. Limited .. . .03(2) 


Linland Equipment Sales Ltd. ......, 1,25(3) 
rs0m Mines Ltd} aszivesoind aniwkh bawiek (4) 
Lion Nickel Mines of Canada ........ .25(3) 
Lithium Corporation of Canada Ltd... .. . 05(3) 
Little Hatchet Minerals Ltd... ... 2... .30(3) 
Little Long Lac Mines Limited ...... 1.80(1) 
Livingston Industries. Lids: 3). .i6ih% wa 9.00(1) 
Livingston Industries Ltd. 

CG CUMAMISOP EG, oi ers Awa 39.25(2) 
Livingston Industries Ltd. (Wt.) ........ ~5.00(1) 
ivobellOMines\ Didison Sep. chek. Ac.ae- rey. (4) 


Loblaw Companies Limited (Cl. A.)... 5.75(1) 
Loblaw Companies Limited (Cl. B.) »... 5.75(1) 


Loblaw Companies Limited 
($2:40 QuarPtwaseme sovT eo: 30.00(1) 
Loblaw Groceterias Co. Limited .... 99.50(2) 
Loblaw Groceterias Co. Limited 
(Sy S0°Cua: Avr, pl, Canada. ines: 18.50(1) 
Loblaw Groceterias Co. Limited 
CP e-GONCOMBEPE NM: oo ss th aeRO 19.88(1) 
Loblaw Groceterias Co. Limited 
(96:00) 2nd PinPr)}. 2% tesptsonesh 60.00(2) 
Moblawiineg! > Ais. yaa 'D Go weneaninD. 7.00(2) 
Locana Corporation, Ltdy iasis8) ee oak (4) 
Lochaber; Qi) Gorpi:hetdicssoen}: arectavcraa® (4) 
@oghiel Explorations "Lids... ......244 1.54(1) 
eoOaesEP Mines. Istd, . . leehirecnetal ss: .O5(3) 
Eb hid oiMipina Mines 20 eh 3.55C1) 
hexistéec: Corps hari k sot) ak GO ze 8.25(1) 
Loisan Red Lake Gold Mines Ltd. ...... 04(3) 
London Life Insurance Co. ........ 68.50(2) 
London Life Compagnie d’ Assurance-Vie... . 
MLnCAL ily ee BCE are) tbat ee 68.50(2) 
London Pride Silver Mines Ltd........ .09(1) 
Lone 'Creek Minés' Istd? o6c:4 aiheasine . 50(2) 
Lord‘ Simcoe: Hotel Ltd (G15 Anti mek (4) 
bort'Explorations Ltde. .j.°0 yas dae. .21(2) 
Lornex Mining Corporation Ltd. ..... 6.80(1) 
Lost River Mining Corp. Ltd. ....... 3.85(1) 
Louanna Gold Mines Ltd... 2... 6.2... .O5(2) 
Lusbourg’Mines ‘Ltd. | .ecsjsadarice). wie" GR (4) 
Louisiana Land & Exploration Co........ (4) 
Louvicourt Goldfield Corp. .......... .11(2) 
Bower Valley Mines Ltd) aq203 is igioshrs 12(2) 
Lucky Strike Mines Limited ......... .13(2) 
Eundor Mines: Ltd. aca’? sonermloxet terk 55(1) 
kuxor Red/ake Mines, etd.) .;c024 teracit (4) 
Lynbar Mining Corp. Ltd:........0.. .10(3) 
Lyndhurst Mining Co. Ltd. ....-..... .02(3) 
Lynx-Canada Explorations Limited ... 1.35(2) 
Lynx Yellowknife Gold Mines Ltd. .... .04(1) 
Lytton Mineral Limited . 24°). 6.05.)4 «. 1.30(1) 
MacAndrews Red Lake Gold Mines Ltd. .... 
WY SEMIS RES IQ E WV iahea® erepsit (4) 
MacDonald Mines Ltd. ...).. 6.04 es acces .O8(1) 
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MacLan Exploration Limited... .. rh pet 63(1) 
MacLaren Power & Paper Co. (Cl.. A.) 2.0... 
ONT BONO PAS asic 1. aerri hl ore 15.00(2) 
MacLaren Power & Paper Co. (Cl. B.) 2.2... 
HOe Ayah ote Ba tenon tell: aon tO: 00(2) 
MacLaren Power & Paper Co. (1% Pr.) ..... 
OY ah Anaadtiey 3h Hn oreimleT. vere ie -. .50(2) 
Maclean-Hunter Limited ........0.%. 8.75(1) 
Maclean-Hunter Limitée ..........; 8.75(1) 
Maclean-Hunter Limited (B.)........ 9.50(2) 
Maclean-Hunter Limitée (B.)........ 9.50(2) 
Maclean-Hunter Cable TV Limited ... 8.00(1) 
Maclean-Hunter Cable TV Limited 

(TF COMANP a) Nery, comic ah steanay (he 18.62(1) 
Macmillan Bloedel Limited ........ 25.50(1) 
Macmillan Bloedel Limited (3% Pr.) .. . .47(3) 
Madeleme*Mines“Ltd. .: <4 ei cea as 2.54(1) 
Les Mines Madéleine Ltée evi... a. 2.54(1) 
Madi td ng ei ae te 6.50(2) 
Maiison-Oils tdi eae, Hie ee 2(2) 
Madsen Red Lake Gold Mines Ltd. ... . .60(1) 
Magadyne Industries Limited... ..... 1.25(2) 
Magna Electronics Corp. Ltd. ....... 4.05(1) 
Magna Electronics Corp. Ltd. 

(67-9270. CM. EP eo eet ne te Se (4) 
Magnasonic Canada Ltd........2... 8.00(1) 
Mapiietics Initemational btds 44... 80(1) 
Wasnum Fund Dig eres ies ks, 23.38(3) 
Viavoma Mifiesitd.. 2... See eT .04(1) 
Maher’ Shoes Limited tir -2aae 0 20.25(2) 
Maher Shoes Limited (Pr.) ......5.. 8.00(1) 
Wain Oka’ Minime' Corps: VAyahe Aono ¥ ae (4) 
Majestic Explorations Ltd-t4 72 AYIC SE (4) 
Major Holdings & Development Ltd. ....... 

MAWES, SPURTE MN CONE, YaROIVT, UB 1.60(1) 
Malartic Goldfields (Quebec) Ltd... .. . .55(2) 
Malartic Hygrade Gold Mines Ltd... .. 2.25(1) 
Mandarin Mines Ltd. 2:0. 200 oe, .16(2) 
M. & M. Porcupine Gold Mines Ltd. . .. .08(3) 
Maneast Uranium Corp. Ltd... 2.0.0... .01(3) 
Manhattan Continental © Development 

Corporationnil, yale os 1, uh ganM, 3:12) 
Manitou-Barvue Mines Ltd.....2..0... .33(2) 
Manix' MiningsCos Ltd. } adsl bet valu: .20(1) 
Manoka Mining & Smelting Co. Ltd... .... (4) 
Mahor Minds Tetd. 5i4 eaisiooeeAraildais tom (4) 
Manterre Gold Mines Ltd... 2.2.0... .O1(3) 
Maple Leaf Gardens Ltd. ......... 30.50(1) 
Maple Leaf Mills Limited ....5.... 15.50(1) 
Les Moulins Maple Leaf Limitée .... 15.50(1) 


Maple Leaf Mills Limited (5-1/2% B. Pr.) ... 


Poe SD. ofF eletiniM mindset) at 70.00(1) 
Les Moulins Maple Leaf . Limitée 
(9-1/2% ‘Cat! Bi Priviy) seis! youd aw 70.00(1) 
Maple Leaf Mines. Ltda siete users! ivi. .13(2) 
Maracambeau Mines Ltd. ........... .O7(1) 
Mara Lake Mines [itd.iys. |. aici ost we .09(3) 
Marchant Mining Co. Ltd... .. 2.0.00... 60(1) 
Marché, Linton Ine. \Gostesclew i. ss ac 3.60(2) 
yinreast-Explorations Ltd: . 2... . <br otk (4) 
Margaret Red Lake Mines (1940) Ltd. .... (4) 
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Maria Mining Corp. Ltd... 0... 0 6.60. (4) 
Marigot Investments Ltd. .........-. .25(2) 
Mariner Mines Limited (B. Wt.) ........ (4) 
Maritime Electric Co. Ltd. ........ 27.00(1) 
Maritime Telegraph & Telephone Co. Ltd. ... 
ag Le) MOP OGG eee: tae t 22.13(1) 
Maritime Telegraph & Telephone Co. Ltd. 
OPS CUS ET oie renee ORO ee ee oe (4) 
Markborough Properties Ltd......... 5.38(1) 
Markborough Properties Ltd. (Wt.)..... .70(1) 
Marlex Enviro-Systems & Resources Ltd... .. 
URN ech gr AE Rn ee ooo co ORR 24(2) 
Marshall Boston Iron Mines Ltd. ...... .26(1) 
Marshall Creek Copper Co. Ltd. ...... .07(1) 
Martin-Bird Gold Mines Ltd.......... .01(3) 
Martin-McNeely Mines Ltd. ......... .07(1) 
Myr Vil AVLLNIOS AU sce tare ie ce iesles «Scares oats 
Mines Wiatval LlcOn cuss % sebe- ane aon repens 35(1) 
EAT VET SLAG CL Ae) icined Begin errere, sie ae i ad (4) 
Massey-Ferguson Limited ......... 11.63(1) 
Massval Mines Limited............. AOE) 
Master Metal Corp. Mining Ltd. ...... .55(2) 
Mastermet Cobalt Mines Ltd. ......... ld 


Matachewan Consolidated Mines Ltd... . .07(2) 
Mate Yellowknife Gold Mines Limited...... 


cr tat- AA tan vrese 6 hear tiiatabhinean ED GAy Gaiicea .05(3) 
Matrix Exploration Limited .......... .23(3) 
Mattagami Lake Mines Ltd. ....... 27.88(1) 
Matt. Berry Mines Ltd. posses 5 segepeitee ap .09(3) 
Maverick Mines & Oils Limited ...... .12(2) 
Maverick Mountain Resources Ltd. ... ...20(2) 
Maybrun Mines Ltd..........+5++5: .10(2) 
Maycor Mines.Ltd...... 5.6.26 eee ee .05(3) 
Mayfair Molly Mines Ltd........... . .06(3) 
Mayfield Explorations Ltd. ........+. 14(1) 
Maylac Gold Mines Ltd... 1.5.0.6. 54% (4) 
McAdam Mining Corp. Ltd. ..... sinphis44a(D 
McCarthy Milling Co. Ltd. (Cl. A.) ...... (4) 
McCarthy Milling Co. Ltd. (Cl. B.)...... (4) 
McCoy Lake Mines Limited ....1...5.. (4) 
Les Mines du Lac McCoy Limitée........ (4) 
McCuaig Red Lake Gold Mines Ltd. . . . .02(3) 
McFinley Red Lake Gold Mines Ltd. . . . .05(3) 
MclIntyre-Porcupine Mines Ltd. ..... 74.75(1) 
McLaughlin Associates Ltd., S. B. .. . 13.00(1) 


McLaughlin Associates Ltd., S. B. (Wtjiasm.. 
GEIG0) WHiPas  APpeeSbIRe BHS_l-s 5.30(1) 

McManus Red Lake Gold Mines Ltd... . .01(3) 

McMarmac Red Lake Gold Mines Ltd...:... 


CAT. APRESS SHAR CHV ies Lou 01(3) 
McVittie Graham Mining Co. Ltd..... | ries gO 
Medipack Corp. Ltd... .... OMY. 1.45(1) 
Melchers Distilleries Limited. ...... 11.00(2) 
Les Distilleries Melchers Ltée ...... 11.00(2) 
Melton Real Estate Ltd. .......5.... 1.60(1) 
Melton Real Estate Ltd. (A. Wt.) ...... .48(2) 
Menorah Mines LidPit 224 Stlhhe BPOS .11(1) 
Mentor Exploration & Development 

Co “Etds <5. DR SROUR TOISAS. 2682 .60(2) 
MEPC Canadian Properties Ltd....... 7.38(1) 
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~ MEPC Canadian Properties Ltd. 
(6% Cul A’ Pr.) Rosi t Se, POT 18.88(1) 
MEPC Canadian Properties Ltd. (Wt.) ...... 
PRGNCADY ATES, LIME Be SIRI 2.40(1) 
MEPC Canadian Properties Ltd. (Rt.)..... (4) 
Mercuria Industries Limited... . 22... .80(1) 
Mercury Explorations Limited .......... 10(2) 
Merged Mining Enterprises Ltd... +...» 15) 
Meridian Mining & Exploration Co. Ltd. .... 
Pe Nie Db, FONSTOgIO? NAGS (3) 
Merland Explorations Limited ........ .75(1) 
Meta Uranium Mines Ltd... .2....... 111) 
Meteor Mining Company Limited ..... .04(1) 
Metropolitan Stores of Canada Ltd. ........ 
5: a ia rR NR Gh nit gS SE pa 15.38(1) 
Metropolitan Stores of Canada Ltd. 
($1,380: Cu? £967: Pry 37 SOE. 19.50(2) 
Metropolitan Stores of Canada Ltd. 
(6-1/29%. Gal P96P Pr) Aaa 18.50(2) 
Metropolitan Trust Company, The .. . 18.75(2) 
Metropolitan Trust Company, The (Rt.) ..... 
RON Se SOU DSR. OF Oa 2OTe WB 90(2) 
Mexican Light & Power Co. Limited... .... 
ae te Ne Ale Sa aN SF A Hy ke 6.82(3) 
Mexican Light & Power Co. Limited ~ 
CFL OO CUR k Se = see ee eS 11.38(@2) © 
Mextor Mirierals Litd.ette re Cte oe. YObs 30(3) 
MGF Management Ltd. (Cl. A.) ..... 1.95(1) 
Mica Company of Canada Ltd. ..-...... (4) 
Microsystems International Ltd....... 5.38(1) 
Microsystems International Ltd. (Wt.)....... 
PASE eee en, hE, COTE TOR , SSUIPEFO(1) 
Cie International des Microsystémes 
Tce (WEY ee foe 8 eh ae 1.70(1) 
Midcon Oil & Gas Limited .......... -.51(1) 
Middle Bay Mines Ltdv. v2 ee eres .01(3) 
Midepsa Industries Ltd... .16(1) 
Mid Industries & Explorations Ltd. .... .40(2) 
Midland: Nickel Corp. Ltd... .2%%% .18(2) 
Midland Petroleums Limited ........ + .06(1) 
Mid Patepedia Mines Ltd... ..... St, 20942) 
Midrim Mining Co. Ltd... ...... 000. 12(1) 
Mid-West Mines Ltd. .... 6 Soa. .05(2) 
Mija Mines Limited’ "7. 28 vie ASG (2) 
Miles Red Lake Mines Ltd... ........ .02(3) 
Milestone Exploration Ltd. .... 0... .08(3) 
Mill City Petroleums Ltd.’ “P00 2270" 2.06(1) 
Millerfields Silver Corp. Ltd’. .......... (4) 
Milton Brick Company Ltd. ........ 3.85(1) 
Mindustrial Corporation Ltd. ........ 7.25(1) 
Minedel Mines Ltd. .....-....0..4: ~, .04(3) 
Mineral Exploration Corp. Ltd. ....... 12(3) 
Mineral Mountain Mining Co. Ltd. .... .18(1) 
Mineral Resources International Ltd... . .35(2) 
Mines Iberville ‘Ltée’. 0. S88 UNE 26 ee (4) 
Minex Development Ltd. .......... ~ .10(2) 
Min-Ore: Mines Eta?! . 2007 S454 NON? 2.4 .03(2) 
Mirado Nickel Mines Ltd... ......0... .02(3) 
Miro “Mines Ltd, 210, 348.4. 29944 WOES .05(2) 
Miron Company Ltd. (Cl. A.) ....... 4.10(1) 
Compagnie Miron Ltée (Cat. A.) ...-. 4.10(1) 
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Mistango- River Mines Ltd. ..:....... o¥2(2) 
Mistassini Uranium Mines Ltd. »...... .10(2) 
Mitchell Co. Ltd., Robert (Cl. A.) . .. 11.50(1) 
Mitchell Co. Ltd., Robert (Cl. Boh apiwet (4) 
MLW Worthington Limited... ... Re LOTIS(2) 
MLW Worthington Limitée... 2... 12.75(2) 
Mobilex Development Corporation 
isimited: OsucditivexiucessA syadquinideg .85(2) 
Mobil Oil Corporation 2... 2000... 51,25(2) 
Mogat:Mines..Ltd.:\0.! .2ogii4 Dooaig Wel (4) 
Mohawk Industries Ltd. 2. 20.00... .90(2) 
Mohawk Industries Ltd. (6% Cu. Cv: Pr.) .... 
Edd seer Ok O42. LGSTG. LTP OME, 64 1.95(2) 
Mohawk Mines Ltd... 20 98,02(3) 
Mollie Mac Mines Ltd.............. .09(2) 
Molson Industries Ltd. (Cl. A.) oo... 19..735(1) 
‘Les Industries Molson Ltée (Cat. A.) . 2. +... 
1d. YOBQIO.A.. SIVEIW, 9 ow 19.75(1) 
Molson Industries Ltd. (Cl. B.) ..... 19.75(1) 
Les Industries Molson Ltée (Cat. B.) ....... 
Niner GMebac Lop aon saat: 19.75(1) 
Molson Industries Ltd. (Cl. C). 2.2. 0). (4) 
Les Industries Molson Ltée (Cat.C.) ...... (4) 
Molybdenite Corp. of Canada Limited’... . (4) 
Molymine Exploration Ltd... ........, .10(1) 
Moly-Ore Mines Ltd. . 0... ee. B22) 
Monarch Gold Mines Ltd............ .02(3) 
Monarch Investments Ltd.......... 23.38(3) 
Monarch Life Assurance ........... 28.00(2) 
La Compagnie d’Assurance-Vie Monarch .... . 
Aha Ad b Ao hE DA BS 28.00(2) 
Monarch Metal Mines Ltd. ........0.0, 07(2) 
MonétncosLidinicoimons. +... .di) 2a By 6.00(1) 
Moneta Porcupine Mines Ltd. ........ .60(2) 
Monpre Iron Mines Ltd. ... 2.00. 2200, (4) 
Monteagle Minerals Ltd. . 2.000 204 (89(1) 
Monterey Petroleum Corporation ...... .21(1) 
Mont Laurier Uranium Mines Ltd... 2... 86(1) 
Montreal City & District a Bank OFT. 
aiywiile sLxleynatrr nantes «Abbe LOL, YSDABC HL) 
Banque d’Epargne de la Cité 
du. District.de-Montréabit soiayaant, 14.88(1) 
Montreal Refrigerating & Storage Ltd. .... (4) 
Montreal Trust .Co..... bath 290 Nik 18.13(1) 
Moore Corps iKtds be SQ aan, 38.00(1) 
Mooshia Gold Mines Co. Ltd... 0. 2... :01(3) 
More‘Mines! Limited): .2sathf 2gqa 2 aug .17(2) 
Moresby’ Mines! Ltd22einis ogi. Aenis; .15(2) 
Morocco’ Mines. Ltdjs«. 03.1. 29/00. Tae, .08(1) 
Morono Copper Mines Ltd........... .21(2) 
Morse Corporation Ltd., Robt. (Cl. A.). 22... 
OWNCIUE. VED CISL): SAP ROSA 14.00(1) 
Morse Corporation Ltd., Robt. (Cl. B.)...... 
bya oceka Lasor.®. {cea eames 30.00(1) 
Morse Corporation Ltd., Robt. 
(Sal/2 7a: Cv; Ao Pees 229... 33.00(2) 
Morse Corporation Ltd. or s\t-<Robt: 
(521/2%. Cu :CviB aPry. Gwe DQ.) 89050(2) 
Motorcade Stores Limited ........... 125(2) 
Mount Jamie Mines (Quebec) Limited . 2... . 
ae CU. Ar AOHRIOIG ASE, 4A. Chl 15(1) 
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Les Mines du Mont Jamie (Québec) 


Limitée.....:... baum. eaaivise .hoo't, a) 15(1) 
Mount Keno Mines Ltd. ......... f.163201(3) 
Mount Pleasant Mines Ltd. ... 0... Ml. .011929(2) 
Mount Royal Rice Mills Ltd... ....: °7.50(2) 
Mount Royal Rice Mills Ltd. 

(980% -CurPr) sed. ..o. gata b 20.00(2) 
Mount Washington Copper Co. Ltd... ... 07(2) 
Mount Wright Iron Mines Ltd. 2.00... .20(1) 
MPG Investment Corporation Limited ...-:.. 

Mints. Me SERIE SMOLT Daisiogac, 4.20(2) 
MPG __ Investment = Corporation Limited 

($1 BZOhCh2Pryyh seqgo Fs A Blow, 15.00(1) 
MSN: IndustriesiLtdieitioices. tapi 1955, “6213(2) 
Mt. Hyland. Mines Ltd... 2 2. ec Oi, WwOk7(3) 
MTS International Services Inc. ...... 3.00(1) 
VEU Mineralsiitd i)! FRO .. «6 5, .27(1) 
Multiple Access General Computer 

Corporation Limited .......-..040. 207. nevi MQ5(L) 
Murgor Explorations Ltd... 2. .09(2) 
Murky Fault Metal’Mines Ltd... 2.0... 50(2) 
Murmac Lake Athabasca: Mines Ltd: ... .02(3) 
Murphy Oil Co. Ltd. 2. e000. BOTT, 29M 12.00(1) 
Murphy Oil Co. Ltd. 

(5-3/4%?Cu.. Cv.. A. Pr. yeti shen: 31.00(1) 
Miurrit PhotofaxtLtdiai’ siuces sieow 3.30(2) 
Murrit Photofax Ltd: (Wea esivst) 3 40(2) 
Muscocho Exploration Ltd... 2. 20.0. . .18(1) 
Mustanf MinesiLtdsavees7, wheal) \ .29(2) 
Mymar Mininf & Reduction Ltd. 5 0... 26(2) 
My-Ritt Red Lake Fold Mines Ltd. 2... >. (4) 
Myteque Minés Limited@2. sepemia ye) (4) 
Mytolon-Chemical Tne...) . os yee 2. 75(1) 
Mytelon. Chemical Inc, CWt:)s. 5.5.5. « 1.00(3) 
Nabors Drilling Limited ... 20... 10.00(2) 
Na-Churs International Limited ...... 6.00(1) 
Nadina Explorations Ltd’... 00e0. 91(1) 
Naganta Mining & Development Co. Ltd... . . 

Pa ae as Ae STOOL AOBIED wt (1) 
Nahanni. Mines- tdi, 260, 18}¢, Dian .20(1) 
Nasco Cobalt Silver Mines Ltd... 0.0... .01(3) 
National Drug & Chemical Co. 

of ‘Canada“ltd’. pion? spiquowoS, qqok 6.00(1) 
National Drug & Chemical Co. 

of Canada Ltd. (Cu. Cv: Pri bo be) 8.50(2) 
National Grocers Company Limited 

($1 .50:CusPri)s ~Ouball, conplyl oes 24.44(3) 
National Hees Enterprises Ltd... 20... 2.75(1) 
National Hees Industries Ltd...) 2). 2.70(2) 
National Hees Industries Ltd. 

(6%: Cv.. lst Pronty sash bee.seiisM 3] (4) 
National Nickel Limited)... 0....0.0... 17(1) 
National Nursing Homes Ltd. ....... 1.75(1) 
National Nursing Homes Ltd. (Wt.) .. . ...35(2) 
National. Petroleum Corporation .. 2... 2.35(1) 
National Sea Products Ltd. 2... 2034 9.50(1) 
National Sea Products Ltd. 

6931/2 9%. CunPr)o, .bRp geaihM elaozed 3.25(2) 
National: Trust ‘Coitd cunio. { po! 32.50(1) 
Natton’ Lake ‘Mines. td24e0.4 Jgoinaioty ss: (4) 
NativeMineralsitdat.! dou egisvad : .03(1) 
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Native MineseLtd.saett..uh..asaiM.. .05(2) 
Navco Food Services Limited .......5.. (4) 
Negor Mines Ltd... .. 2.262. cee eee (4) 
Nello Mining Ltd. 2.22... Sue see. (4) 
Nelson’s Laundries Co. Ltd. 
(6% GubPr.) . Subd o. . deyan.. +. 7.25(3) 
Nemrod Mining Co. Ltd...........-. .18(2) 
Neonex International Limited ....... 3.70(1) 
Nesbitt Mining & Exploration Ltd...... :25(3) 
New Arntfield Mines Ltd... . 2.20. 06.. (4) 
New Associated Developments Ltd....... (4) 
New Athona Mines Ltd. inscsosacava... <) .10(2) 
Newbaska Gold & Copper Mines Ltd. .... (4) 
New Bedford Explorations Ltd. ....... .09(2) 
New Bidlamaque Gold Mines Ltd........ (4) 
New Brunswick Telephone Co. Ltd......... 
om emt ae Auetrsiamibe 6g 2 14.63(1) 
New Brunswick Uranium Metals 
& Mining Ttd)-.: .. borin. I aoease 2.90(1) 
New Calumet Mines Ltd. ..........5. .20(1) 
New Campbell Island Mines Ltd......... (4) 
New Cinch Uranium Ltd. ........... .19(2) 
Newconex Holdings Ltd...........-. 4.70(2) 
New Continental Oil Company 
of Canada Limited 34 "A, 24S yO PS. .69(1) 
New Cronin Babine Mines Ltd........ .06(1) 
New Davies Petroleums Ltd. ......... .06(1) 
New Digby Dome Mines Ltd. ........ .04(3) 
New Dimension Resources Ltd. ....... 58(2) 
New Dominion Nickel Mines Ltd. ..... .02(3) 
New Far North Exploration Ltd. ...... .04(3) 
New Formaque Mines Ltd... ......... .04(2) 
Newfoundland Light & Power Co. Ltd. ..... 
goou Mines. Lagwy) cond 4soimedD ae 12.25(1) 
Newfoundland Light & Power Co. Ltd. 
(5-1/2% Cul tAviPry! ledoitsavsisi-cud Da (4) 
New Forty Four Mines Ltd.........5..-. (4) 
New Gateway Oils & Minerals Ltd... .. 11(Q) 
New Glacier Explorers Ltd........... .05(1) 
New. Gold 'Star:Mines Ltd}iieottit/ -ingara! (4) 
New Goldvue Mines Ltd. ........5.. .06(1) 
New Harricana Mines Ltd... .......... (4) 
New Hope Porcupine Gold Mines Ltd... .. (4) 
New Hosco Mines Ltd.............. .62(1) 
New Indian Mines Ltd...:.......... .06(2) 
New! Insco Mines, Ltd. eiscocie. . somo. .40(1) 
Newc Jason. Mines.Ltd. +s 44 . 193. cc OG} .03(3) 
New Kelore Mines Ltd... ...; soli land .05(2) 
New Lorie Mines Ltdy 2. i. 22... ea .04(2) 
Newlund. Minesiitd... <:.2achtj «a: © dame: :13(2) 
New Mallen Red Lake Mines Ltd...... .01(3) 
New: Marvel Oils Lidbatiadt isto: aac 15 
New Metalore Mining Co. Ltd. ....... 45(2) 
New Miller Pipe Lines & Mining 
Exploration Ltd. 25.8 eu oie. leas .07(2) 
New Mount Costigan Mines Ltd........ 16(1) 
Newnorth Gold Mines Ltd... ....%. .05(2) 
New Pascalis Mines Ltd....5........ .20(3) 
New Picton Uranium Mines Ltd. ........ (4) 
New Potterdoal Mines Ltd. .......... .04(3) 
New Privateer Mines Limited .:...... .19(2) 
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New Providence Development Co... ..:. .36(1) 
New Quebec Raglan Mines Limited. . . 6.90(1) 
New Redwood Gold Mines Ltd. ........ (4) 
Newrich Explorations Ltd...........- .06(2) 
New Senator Rouyn Ltd...........+. .08(2) 
New Taku Mines Ltd.. 2... 2 5a 6. 6. .26(1) 
New Territorial Uranium Mines Ltd. ... .11(1) 
New Unisphere Resources Limited... «. 42(2) 
Newvan Resources Ltd. 2.55... .54 45 .28(2) 
New Walcord Mines Ltd. 0.0. 20s fees 02(3) 
New Wellington Mines Ltd. ......... .21(3) 
New York Oils Limited . 2.2.05... 46: .65(2) 
Niagara Structural Steel Co. Ltd. ........ (4) 
Niagara Structural Steel Co. Ltd. 
(6-1/2%, Cu. Cv.. A. Pa.) 2anive on 18.00(2) 
Niagara Wire Weaving Company Limited, 
Theo. ¢A. 463% sald -noetoM 2sriesh 11.00(2) 
Niagara Wire Weaving Company Limited, 
‘The (Cl.B.) ¢&& fa) abs-i-zonteuhal « 10.00(2) 
Nickel Hill Mines Limited .......... .14(2) 
Nickel Lake Mines Ltd. co. - sein cae .02(3) 
Nickel Offsets Ltd........ siiizaberbk He2 .14(3) 
Nickel Rim Mines Limited .......... .10(1) 
NicobaiMines iLtdi:ns 3 to -mro.) .sjiaabey .02(3) 
Nicohal. Mines LtdheJ .coiterolaxd asieiok (4) 
Nisson Mining & Development Limited ..... 
ons chehs lvactle +4 Dil genith blood dow 1.80(1) 
Nith River Petroleums Ltd. ...0....2.. 31(2) 
Nitracell Canada J tdaaneuezA -sikd slows 30(1) 
Noble Mines & Oils Ltd. ...... same’ tAS() 
Moeana Mines: Lid..22. cts ee eee .03(2) 
Noctin Investment Corporation Ltd. ...... (4) 
Noland Mines Ltd..:....+. . bt eagedek (4) 
Nor-Acme Gold Mines Ltd..........5 .18(1) 
Noradco, Mines-Ltd. .f:j.)-zanil nos. srqne® (4) 
Noranda. Mines. Ltd. .js3§ oteasmibté alas 32.75(1) 
Norbaska Mines ditdijel) smualoatell. woul: .19(2) 
Norcan Mines Limited..........6..: .10(1) 
Norco-OiCorpieg2. tort) sh -yan 2 lest 1.19(1) 
intdeva Mines Lid ec puss sipe ss Cte .10(3) 
Nordex: Explosives Ltdin..c3 5... . sip 50(1) 
Nordic Industries Ltd...... 2.2.05... + .18(2) 
Norex Resources Limited ........... .20(2) 
Norgold Mines Limited. .... 2... 2.55 .03(2) 
Norlex. Mines Ltd. ......:. bid .qed.gn .26(1) 
Normont Copper Ltd. 2... 6. oe eee (4) 
Norque Copper Mines Ltd. .:... silt. sob (4) 
Norseman Mines Limited ..... 0. 2545 .80(1) 
Northair. Mines Ltd...» -b3i 2egif oase 15(1) 
North American Asbestos Co. Ltd....... 04(2) 
North American Land & Leisure Ltd...... (4) 
North American Rare Metals Ltd. ..... .18(1) 
North American Rockwell Corp. .... 29.00(3) 
Naotthcal Mines. Ltd... so taceci/e oe eee .41(1) 
North Canadian Oils Ltd. .......... 5.50(1) 
North Canadian Oils Ltd. 
(5-1/2%, Gui Pr.) : .noliszegiod =4/<- 38.00(2) 
North Coldstream Mines Ltd. ........ 48(1) 
North Continental Oil & Gas 
Corporation Ltdccisi)) 2aai@ oiriel be .02(1) 
North D’Arcy Explorations Ltd........ .20(2) 
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Northern Canada Mines Ltd... 2.3... . .49(1) 
Northern & Central Gas Corporation Ltd. ... . 
“an Rasy fnreom abt arnnelartes. wy iF 14.00(1) 
Northern & Central Gas Corporation - Ltd. 
(DG Cu. Cx, Pr, )y wx bib-ees wads 22.00(2) 
Northern & Central Gas Corporation Ltd. 
CLOG. Cm..Pn) 64.1. ori d-said ee 28.75(1) 
Northern & Central Gas Corporation Ltd. 
Cho Oe let p81) .:.gatds, & is alk 37.25(2) 
Northern & Central Gas Corporation Ltd. 
Re OM eT’) fy Oh ane cane 37.00(2) 
Northern & Central Gas. Corporation. Ltd. 
(ones A Se See Ue ae Seer es Ser sae 5.50(1) 
Northern Coal Mines Ltd... 0. .2..... .12(3) 
Northern Gem Mining Corp. Ltd... ...... 02(3) 
Northern Homestakes Mines Ltd... .... .24(1) 
Northern Homestakes Mines Ltd. (Rt.) ...... 
EAP AT RT ig. \ gt Oe Ds Pe BY Oe i a .O1(1) 
iNogthern Metals Limited... 2...) 6. aces (4) 
Northern Nuclear Mines Ltd... .........(4 
Northern Quebec Explorers Ltd... ..... .12(2) 
Northern Tar, Chemical & Wood Ltd. ...... 
BER WANS 3 (Panny ee ola 
Northern Tar,..Chemical & . Wood. Ltd. 
‘CO ee ee ae Pe eer reo 17.00(2) 
Northern Telephone Ltd. 
(9-4/2% ‘Cu. A.) Ist Pr.) ye eyese, soos noe (4) 
Northern Telephone Joan detd. 
U2 (Gora lstyP Ts) oi saps ets ee (4) 
Northern Telephone Ltd. 
reoaavoaen.C. “Ist: Pt, ) acc secprusties - 14.50(3) 
Noth Expo. Mines tds sia 5 sig baer eae (4) 
Northgate Exploration Ltd..-.. 0... 4.70(1) 
North Island Mines Limited. ......... .12(2) 
mah is LACT. os. as Semone bees .82(1) 
ome ANC ALOISL (QO. -y 4.8 ovis i cts eee (4) 
Northlode Explorations Ltd. .... .16(1) 
Womb Pacihe.Mines Lido oe ou 1) 
North Rock Explorations Ltd. ....... 2251) 
Northville Explorations Ltde i .06(3) 
Northwest Canalask Nickel Mines Ltd....... 
SOS Rie SR tetera ai .06(1) 
North Western Utilities Ltd. (4% Cu. Pr.).... 
1p) ne eo oe Ae eS ier 54.00(2) 
Northwest Sports Enterprises Ltd. .... 6.00(1) 
Naeraiwest rust: Co: vu. 6 ee (4) 
Northwest-“Erast'Co< (Pr'y VS AS Oh fare (4) 
Northwest Ventures Limited ......... 52(1) 
North Whitney ‘Mines Ltd.-... 70 229% 471 (4) 
Nor-West Kim Resources Ltd... 2... .. .18(2) 
Nor-West. Kim Resources Ltd. (B. Wt.) ... (4) 
Nouvelle Mining Exploration Ltd. .... . .10(2) 
Nova Beaucage Mines Ltd... 2.220 .. .26(2) 
Nova Scotia Light & Power Co. Ltd... ..... 
Sis ern aot lok OL MOU RIOLOM CE: SRAM 13.13(1) 
Nova Scotia Light. & : Power Co. Ltd. 
R40 AC. PH). iw yy yeep es ane vd Lilie EERE Seen (4) 
Nova Scotia Light & Power Co. Ltd. 
i4-1/2% .Cu;z-Pr.)...,.).1.2eueloned .slopsiae (4) 
Nova Scotia Light & Power Co. Ltd. 
(9%. Gu..Pr.) ; tt «oan, Bho ix (4) 
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Nova Scotia Savings and Loan Co. 2.5.0... 

eT eee ee ie ee os ee ee 15.50(2) 
NON. Minés 140) adiTy watt. 2eorqak. baad: 17(1) 
ites Mines IN.QUN, sLimitée os... os ce ete cd .17(1) 

Ly WSL Marketing Ltd......0..,datl.zormenubal 3.65(1) 
Nudulama’ Mines Ltdi¥ij;. is). .panneubal. sak (4) 
Numac. Oil..&.Gas Ltd... .bj.ienizadea . 12.75(1) 
Nu-West Development Corp. Ltd. .... 8.25(1) 
EW 2 CAnalask pire: dus dc ces cs 2. bd OP (4) 
NWL Financial Corporation Ltd... .... 2.10(1) 
N.W.P.. Developments. Ltd.60. 27) .1.1..00, (4) 
N.W.T. Copper Mines Ltd? v.22 2 oe) . .15(3) 
Oakville Wood Specialties Limited 

(6%, Cu,: Pr.) .a dieanmenet lh 26i).oiliae! (4) 
Oakwood Petroleums Limited ....... 1.00(1) 
O’Brien Gold Mines Limited... ...... .14(2) 
Occidental Petroleum Corporation .. . 12.25(1) 
Ocean Cement & Supplies Ltd. ..... 29.50(1) 
Oceanic Iron Ore of Canada Ltd... .... .15(3) 
Ogilvie Flour Mills. Co. Ltd. 

(7%, Cu. Priit.eliO, 2. 2.0 Vi isylid. 25.25(2) 
Oil Patch Equipment Slee & Rentals Ltd. 

Lh fe Gp wit ugh OL VSHILA. ss eo 1.90(1) 
Okanagan Helicopters Lid, ia A 6.25(1) 
Okanagan Hotcppicss Ltd. 

(6%,Cu. AwPr.Joit 2ontM prided bandon (4) 
Okanagan Helicopters Ltd. 
P)OaG%: Cv...2nd.Pr.) 3... .% dbLe Mu OUS 11.50(3) 
Okanagan Helicopters Ltd. (Wt.) 2.2... 3.00(1) 
Okanagan Holdings Ltd. ........ taa751d3(2) 
Okanagan Telephone Company 
($.40.Cu. Pr)... bid aicusiwle: 1. aninGl23(3) 
Old Canada Investment Corporation Ltd. :.. . 

Lite « « » Sy Wel 2a! -onieuo1a duo: .70(2) 

Old Canada Investment Corporation. Ltd. 

(6%: A. Ist Padiisyolantl & eainiMiss 1.45(2) 
Old Canada Investment Corporation 

Lid. (Wt. iatitokt 2cuslontel. natbane’>. .50(2) 
Olivet Gold Mines Ltdii I 2stiewiel arsane (4) 
Omega Hydrocarbons Ltd... 2.0.0.5... .07(2) 
Omega Mines, Ltd,.... bidessniM blo os .14(2) 
Onaco Petroleumsetdsxogied 1iO. aaso®. .08(3) 
Qnaping. Mines: Ltd... < ..bid esni 2d: .08(3) 
Ontex. Mining, Lidbenait esiteqerS. fog. .38(1) 
Opemiska Copper Mines (Quebec) Ltd. ..... 

BR, lee lik aya Sav gy > PAM GLUE Sn Ce 8.10(1) 
Open End Mines Limited ........... .31(2) 
Orangeroof Canada Ltd.) ...00..06... 5.25(1) 
@rchan: Manes: Lid.t..04./0%. 4 sbi. 2onily 3.55(1) 
Ordala Mines Ltd. fj.1. asaiM.1sevith oohintias (4) 
Orlando Realty Corporation Ltd. ..... 4.95(2) 
@rofino, Mines’ Lid... .4),.h.csousoes8 sabndels 13(3) 
Ore Mines Lida: v4 Bye» 0 .W UA On .20(1) 
Ortega Minerals (Ltd? fied. baishiloaae » 305(2) 
OrvalleysGold,; Mines Ltd. wou oo. eos (4) 
OSF Industries. Limited! esai' sowlie os 4.75(1) 
Oshawa Group Ltd. (Cl. A.) 2. 2... 11.38(1) 
Oshawa Group Ltd. (Wt.) 2... .000.0. 1.50(1) 
Osisko: Lake, Mines. Ltd... -biJ 200M ox .27(2) 
Ourgold Mining Co. Ltd. ..... Wid Stoves (4) 
Overland Express Ltd., The... 0.5... 10.50(1) 
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Overland Express Ltd., The 
($.50. CuaC vePros.Limniing....-...565 22.00(2) 
Overland Express Ltd., The (2nd Pt. Pr.) .... 
Whelan Marmg.bid: Stimil A... zonth 4.45(2) 
Pace Industries. Litds::.c:cR. BAA . 85(1) 
Pace Industries Ltd. (Wt.) . 2.0... 0.2 22. (4) 
Pacific Asbestos. Ltd. | Jui. 281). 18 QO osndhiSa(2) 
Pacific Atlantic Canadian Investment 
Gobiitdd ining. %Rapialoubeainns. . 4.05(2) 
Pacific Atlantic Canadian~ Investment 
Co. btdi(S%:CuwAl PromsmiestsG. 4. % i .¥i (4) 
Pacific Copper Mines Ltd... 2.00... 1.85(1) 
Pacific Enterprises ;Etd. . 2o0.....-.. 1.65(2) 
Pacific Gas Transmission Co. .......... (4) 
Pacific Nickel Mines Ltd: .......0... 311) 
Pacific Northern Gas Ltd. (Cl. A.) .... 3.50(2) 
Pacific Northern Gas Ltd. 
(643/4%. Cus:Pr) estiqquae \& ‘Utes ae 22.50(2) 
Pacific Northern Oils Ltd... 5.2.2.2... .07(2) 
Pacific Petroleums Limited ........ 31.63(1) 
Pacific Silver Mines & Oils Ltd. ...... .06(2) 
Pacifid Sulphur Btdsist@isacsmouips noe it (4) 
Pacific Western Airlines Ltd........ 12.63(1) 
Pacific Western Airlines Ltd. 
(696 CuxPedsiqnoish............... MB 30.88(1) 
Packard Pershing Mines Ltd............ (4) 
Paco Corporation of Canada Ltd...... 1.85(3) 
Page Petroleum Ltd......0. Du. .4 0. 1.50(1) 
Palco Explorations Ltd.wi2.02 00. Son. .15(3) 
Palliser Petroleums Ltd. 2: 8.00.2 2. 2 oes (4) 
Palmer McLellan (United) Ltd. ......... (4) 
Palomino Explorations Ltd........... .10(3) 
Pamike Mines Ltd... 2. 0.2 2 2. ee. .20(1) 
Pamour Porcupine Mines Ltd. ....... 1.75(1) 
Panacan Resources Ltd. »........ J ahBs@ 
Panacea Mining & Exploration Ltd....... (4) 
Pan American Mines*Ltd. .. so... 0.0.05. (4) 
Pan Canadian Petroleums Limited ... 15.25(1) 
Pancana Industries Ltd............. 2.35(1) 
Pan Eastern Corporation Ltd........... .29(1) 
Pango Gold Mines Ltd... vos. eee). (4) 
Pan Ocean Oil Corporation »....... 11.38(1) 
Panther Mines Ltd... 2 .0).).c808% Seg .20(1) 
Paragon Properties Limited ......... 3.10(2) 
Paramaque Mines Ltd. 2... 2... 20S. .03(2) 
Paramount Mining Ltd.............. .20(1) 
Parkland Beef Industries Ltd.......... 30(1) 
Park Lawn Cemetery Company ......... (4) 
Parr Mines. Lidvas. iti, . 4. Dit 20> DSC 141) 
‘Partridge River Mines Ltd. 0.00. 5.008. (4) 
Pathfinder Resources Ltd. ......0..... .92(1) 
Pathfinder Resources Ltd. (B. Wt.).... ..16(2) 
BStino ReViore Magne. 4-0.2 E04. 29m! 13.75(1) 
Pato Consolidated Gold Dredging Ltd. ...... 
{Xalonaliou Lin bt 2900 DIU) Yat 6.50(2) 
Patricia Silver Mines Ltd. .......00... 06(2) 
Paulpic Gold Mines Ltd...........4. .13(3) 
Pax International Mines Ltd. ......... .01(3) 
Payco!Mines. Ltds ine 2a ae O5(1) 
Payette River Mines Limited ......... .06(2) 
Payfair Industries Ltd. 0... e202 ee (4) 


2548 


Income Tax Regulations 


PCE Explorations Limited........... 52(1) 
Peace River Mining & Smelting Ltd. ..... (4) 
Peace River Petroleums Ltd. .......... 17(1) 
Peel-Elder Limited .............. 14.13(1) 
Peel-Resources Ltdi'...0 88S 0 od Wo 141) 
Pelangio Larder Mines Ltd........... .02(3) 
Pembina Pipe Line Ltd. (Cl. A.) ..... 7.13(1) 
Pembina Pipe Line Ltd. (C]. B.) ...-. 7.00(1) 
Pembina Pipe Line Ltd. 
(S90 WOARE Pri Foes. “M2 Ae, 48.00(2) 
Pembina Pipe Line Ltd. 
(G9 GWA Sn Pt) SS Eat I: 25.50(2) 
Pembroke Electric Light Co. Ltd... . . 27.50(2) 
Pend Oreille Mines & Metals Co. ..... .75(3) 
Pentibec Mining Gorp. stat Bh SS (4) 
Pennington’s Stores Limited ....... 11.88(1) 
People’s Credit Jewellers Ltd... ..... 9.38(1) 
People’s Credit Jewellers Ltd. (Cl. A.) ...... 
Dat bebe GA BA Nahar. coe seer ae ties ei Ye Hs 9.00(1) 
People’s Credit Jewellers Ltd. 
(ey uk Oe Wy ote ware tee: alk xs 94.75(3) 
People’s Department Stores Limited. ....... 
She eae atte Pe ahaha hg Dot Trey) 
PEP Professional & Engineered Patents 
(ci2 5 Nata ti age ee ier ealpenintan eRe cpr EAS ner Ba Te <, BIC) 
Pére Marquette Petroleums Ltd........ .03(2) 
PermmrGas: @ On thimnieu, oy es es a 381) 
Pershing Manitou Gold Mines Ltd. ...... (4) 
Pershon. Gold WineS Lig, < oe ow a 013) 
Peruvian Oils & Minerals Ltd......... .29(1) 
Peso silver Minés Lat os oss ee ae se 14(1) 
Peterson Red Lake Mines Ltd........... (4) 
Petrotina (anaGa Was was secre es 21.50(1) 
Retrotina Canada Liee . - ~ 6 r arcs ts 21.50(1) 
Petrol Oil & Gas Company Ltd., The....... 
ean Peay eS BERL eI 1.32(1) 
Petromines: Lids =..248 s 10 ne achis ned Saws 26(1) 
Petgoquest Ltd. 0 -r needy? agg saint (4) 
Peyto Oils, Limited 5. .0.* actin so sili 1.87(1) 
Pharaoh Mines:Lid. yas <malnan’} sosuniant (4) 
Phillips Cables.Limited ........- “iL , 6 DMD) 
Phillips Petroleum: Co. 2 .5)5 - et ae! (4) 
Phoenix Canada Oil Company Ltd. ... 7.45(1) 
Photo Engravers & Electrotypers Ltd........ 
erent Pamek 2 sdk. oh neces ae 19.00(2} 
Pickel Crow Explorations Limited ...... 23(2) 
Pickering Metal Mines Ltd... ... 25... 01(3) 
Pick: Mines) Ltd. |. 2+. sandh4. varia eaxol (4) 
Picton Mines -2.b:8:$es1u0e63. 444 -J2sMi el (4) 
Pine Bell Mines Ltd. .........-..4- .13(2) 
Pine Lake Mining Co. Ltd. .......... .13(2) 
Pine Pacific Mines Ltdo. ... 22.222 Fe. .18(3) 
Pine Point Mines Ltd............. 24.00(1) 
Pine Ridge Exploration Co. Ltd. ...... .13(2) 
Pine Tree Explorations Ltd........... 151) 
Pinex! Mines: Ltd.) ........0.42- 439.028 .69(1) 
Pinnacle Mines Ltd......... 0.522... .12(2) 
Pinnacle Petroleums Ltd............. 44(2) 
Pitchvein Mines Ltd. o.oo... 0.000 ..8 01(3) 
Pitt Gold Mining Co. Ltd............ .04(2) 
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Pitts Engineering Construction’ Limited, 
SS Weis aon pl Ronn Gc Et 14.13(1) 
Pizza Pan International Corp... 2... 0.0, (4) 
Place Gas & Oil Company Limited’... 1.00(1) 
Placer Development Ltd... 22.0.0 0, 25. 50(2) 
Plaris Petroleum Tt. *:,19, 121 yD cP bY e271) 
Plateau Metals td. riuniwant Ab $312(33 (1) 
Pleo Mines: Lid. (vir Ani Wye-+ L Ooh: (4) 
Polaris: Mines: ‘Ltd? #8). 594 sberts Sy At .05(2) 
Polcon Corp. «.-.. Pit 29aiM ftyyart-onl 3.00(2) 
Polypump Ltd... vofit enooriolgns ; SEY S38 (1) 
Ponderay Exploration Co. Ltd... ..... 1.15(1) 
Ponder Oils td: DIS enonsiolgxd. iy 21268(2) 
Popular Industries Ltd. . 2... 2.02.5. 1.50(1) 
Port ‘Arthur [ron :Ore‘@orp?"!*", 2:0. 10891) (4) 
Portcomm PAA agg Corpse Ltde viget 
Drea ote tas te tate te Tae, CODER IOIG RE DISSE .75(1) 
Portcomm Communications Corp.°' Etd. 
CAs Wty Hit OOe Odo? SntiM Ase Tmn: (4) 
Port Dover Gas & Oil Ltd. 2... 00: gi Ol (4) 
Portfield Petroleums Limited ....... LA 7O7Q(2) 
Portland Yellowknife Gold Mines Limited. . . 

2 fote tate eee te eae POUT SN BST OE (4) 
Potter Distilleries Ltd!<) oat! seanuquy 3) 50(1) 
Power Corp. of Canada Ltd... 2... MS SI50(1) 
Power Corp. of Canada Ltd. 

(4=374% Vst PFNIBT, pe 28.38(1) 
Power Corp. of Canada Ltd. 

(976 Cy AS Zid Pre), 6, Z9rueuDA fy 8.88(1) 
Power Corp. of Canada Ltd. 

LOY 2nd Pr.y oe," -o 3. id: Gon, ade; (4) 
Prado Exploration Ltd?o/y. at at 142(1) 
Prairie Oil Royalties Company Ltd. 2... 00... 

vite Viehete Aye OOP Xo QUA TO 11:75(2) 

PIte MROVAILY esa a ie ee (4) 

Prefac Concréte Co: Ltdaiifii.t,comM Js 1.45(2) 
La Cie de Béton Préfac Ltée}. 2). i, 1.45(2) 
Premier Cablevision Limited...) 2... 10.60(1) 
Premier Trust Co., The (Fully Paid) ........, 

ie Ah ) DSU LOD TSqas 340.00(2) 
Premium Iron Ores Limited. ........ 1:75(2) 
Preston Mines Limited .....4:. 5-4 6.70(1) 
Price Company Limited, The...... SS EDS(1) 
La Compagnie Price Limitée .... 2... 7:25(1) 
Price Company Limited, The 

(F%0-CuUOPr ye oie SOD Ages F 50.00(2) 
La Compagnie Price Limitée 

(4% Cami Pry.) Tice Spo. Sig 50.00(2) 
Prime Potash Corporation of Canada Ltd. .... 

DN 4h tah tao eeee, Hoe TOTO? Cue rt BANOS (2) 
Primer Group Minerals Ltd. 2.2.2... .09(2) 
Probe: Mines: Limited: {2° 2° SPU, pisn! .20(1) 
Prorex Limited... . . 24 D5isigQSt-aby 2.20(1) 
Pronghorn Petroleum Corp. Ltd. 2.2.00 2. (4) 
Proto Explorations Ltd’. 0 coe, .15(2) 
Provident Assurance Company, The... ... (4) 
La Prévoyance Compagnie d’Assurance ... (4) 
Provigo Mess Sess! PAN) ps TO BABA 6.75(3) 
Provinces & Explorations Ltd.......... 22(2) 
Puma’ Petroleums Dthiieron, oot .84(1) 
Puma Petroleums Ltd. (A. Wt.) 2.2.0.5. 48(2) 
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Purdex Minerals: Ltd-?}: :A%oppripiq) Bie .01(3) 
rare Silver Mines Ltds .2)<3. 2749); 07)9%, 2.30(1) 
Pyramid Mining -Co/.Ltd.-? 23M pyods, 31(1) 
Q Broadcasting Ltd: (Cl. A.) 2. oe. 5.00(1) 
‘Quadrate Explorations Ltdi. 3). ove, .02(3) 
Quatsino Copper-Gold Mines Ltd. ..... .11(1) 
Quebec Antimony Mines Ltd)... 0.0... .24(1) 
Les. Mines d’Antimoine du Québec Ltée... . . 
Re 42 44 ot ngng az ee ae te, 1 giod, CILLA DIDED. ort .24(1) 
Quebec Cobalt & Exploration Mideiscl bt 55(2) 
WUE DeC ER DICT S COT LG as oo) hnget cee rg Kad 
Quebec Gold Belt Mines Ltd. ........ .08(3) 
Quebec Industrial Minerals Corp.) 2.252... (4) 
Compagnie de Minéraux Industriels 
du Québea")) ‘bstisai.d noped 3h hd bids! (4) 
@uéEbec Manitou. Mines Ltd... .12(2) 
Quebec Mattagami Minerals Ltd. 2... 0... 25(2) 
Quebec Sturgeon River Mines Ltd. ..... 10(2) 
Quebec Telephone -.... OD.aniai bi 13.75(2) 
La Corporation de TSA HORY de Québec. .... 
eo: «Dink aor. Blow) Mromeldit . bir L3,75(2) 
Quebec Telephone 
(6-1/5% Cu. Cv. A: Pr.) 63 7 2eaiht oh4,00(2) 
La Corporation de Téléphone de Québec 
(6-1/5% Cum. Conv.-A. Priv.) ...... 14.00(2) 
Quebec Telephone (5% Cu. Pr. 
LER SCIICS ate cee Tt ty eae eens 5,50(2) 
La Corporation de Téléphone de Québec 
‘Bik Cio eg eR  popeniag ©oq a 24 SA 5.50(2) 
Quebec Telephone (5% Cay legis 
TODD SCRE Sty ata ra Cy Ate 13.25(2) 
La Corporation de Téléphone de Québec 
cao. Cine ety Loe ef 13,25(2) 
Quebec Telephone (5% Gu. lau 
LO 5G SCUCS Petite tag. tk uke Genes |e. (4) 
La Corporation de Téléphone de Québec 
oy CP UUIMETIVG SEY ONT Aras ae nee aes aoe (4) 
Quebec” Telephone, + (4-a/ave im Cl. oPt: 
Sh BY ae tim st im simatic Sle Bed I Ag (8 BY) 
La Corporation de Telephone de Québec 
(4-3/4% Cum. Priv. 1965)......... 12.50(2) 
Quebec Uranium Mining Corp. ........ 18(2) 
Queenston Gold Mines Ltd:. oo. .20(2) 
Cees crt cra tere .04(3) 
Quest Yellowknife Mines Limited ..... .01(3) 
Quilchena Mining & Development Co. Ltd. 
RAYE. a cra Reman ON islet eb tert (4) 
OiinterC aie’ 2 ee ee 1:95(2) 
Quinte-Canlin Limited (Cl. A.) ...... 2.00(2) 
eee i ee ee ee oe es 11.25(1) 
Cred, Tice tet ts ee ee it tote (i) 
Rackla’ River Mines ¥tdis sOn .06(2) 
Rackla River Mines Ltd! -(Rt.)*.-v. Dr'9?, (4) 
Radex ‘Minerals Etd, Ds (80GN6 2) 2.716 .08(2) 
Radex Minerals itd) (Wt.) 228% ) 2 cents: (4) 
Radiation Development Co. Ltd. ..... 3.50(1) 
Radto’ Hill Mines Co; Ltd.. (92-82 2); 49) (4) 
Radiore Uranium Mines Ltd... . 2.0.0... mo) 
Ragged Chute Silver Mines Ltd... 2.0... (4) 
Ramada ‘Resources Ltd?<' <S91uoe94t oudugs, (4) 
Rambler Exploration Co. Ltd. 2... 2.0... (4) 
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Ramid International Ltd........2.... . .24(2) 
Ram Petroleums Ltd. .i4,2 anit aovli2< .64(1) 
Rancheria Mining Co. Ltd. .......... .08(2) 
Ranchmens Resources Ltd... .......-.- 60(2) 
Rand Malartic Mines Ltd............ .02(3) 
Rand Resources Limited ...........-. 53(1) 
Ranger Oil (Canada) Limited. ...... 13.75(1) 
Rank Organization Ltd............ Q243(1) 
Ranney Gold Mines Ltd.............5.. (4) 
Rapid Data Systems & Equipment Ltd....... 
Oe ee ne di, ADO). Clowes IO 4.50(1) 
Rapid Data Systems & Equipment Ltd. 
(6% Co. CyPr pistenty, isrieyour 22 §.23(1) 
Rapid Grip & Batten Limited ....... 5.00(2) 
Rapid Grip & Batten Limited (Cl. A.) ...... 
Seen eee cs aq oLide] COTLINE, LOALEO EY. a 7.00(2) 
Rapid River Resources Ltd........... .06(2) 
Rawhide. Uv/Mines' Etdoyvi7t noogteie 2c .10(2) 
Rayfield Mining Co... .. o/s. 2. 0.65 20s (4) 
Raylloyd Mines & Explorations Ltd. ... .20(2) 
Raymond Tiblemont Gold Mines Ltd. ...... 
t=} be Neha itm greens CERT PN RICH II RR AS .02(3) 
Rayore Mines, Lid, \t0 48 fo. Sel, .40(2) 
Rayrock Mines Limited ........... 1.15(1) 
Reactor Uranium Mines Ltd. ......... .15(2) 
Reader’s Digest Association 
(Canada) ol tel oe sitet. Stade meee sate 7.88(2) 
Sélection du Reader’s Digest 
(Canada) tee. + scpi he she. Sieh nee scsi 7.88(2) 
Readytoods Dide2icg si inasty atid <=, sauee 1.88(1) 
Realm Mining Corporation Limited ...... (4) 
Realty Capital Corporation Ltd. 
C1 RE MA acter della racial ® 3.40(1) 
Realty Capital Corporation Ltd. (Wt.). . . .85(2) 
Reco:Sitver,Mines Etd. posses dpe) s vee .10(2) 
Redaurum Red Lake Gold Mines Ltd. .... (4) 
Redeodt:Minesiitds its h-inciteks > 2) ees (4) 
Redcon, Gold Mines Ltd. Fo 7. ie, ase .03(3) 
Redhill Investment Corp. Ltd. ....... 4.75(2) 
Red. Métal Mines Lidd, +: ech tt Re .06(2) 
Redruth. Gold (Mines Lido eo, secre seh .02(3) 
RedstonéAMines td. > 5 ee neary scale 5213) 
Reed Shaw Osler Limited .......... 8.75(1) 
Reeves MacDonald Mines Ltd. ...... 1.00(1) 
Regentbranch Holdings Limited ...... 2.ga(3) 
Reichhold Chemicals (Canada) 
itd! swe <emetery Opp aydtan os 9.00(2) 
Reichhold Chemicals (Canada) Ltd. 
CWidve. River Mines £10 oa 2.75(2) 
Reid Lithographing Co. Ltd. ....... 10.13(2) 
Reid Lithographing Co. Ltd. 
(621/49%\Cu.. ABti)ie 7 oa hihd sas 41.13(3) 
Reitman’s (Canada) Ltd........... 19.13(1) 
Reitman’s (Canada) Ltd. (Cl. A.).... 19.25(1) 
Renold Chains Canada Ltd. 
(ClwALCul Prijiesete.43 eonikt 1 ibe (4) 
Renzy' Mines Ltd iy yes ni4@ apie sk .43(2) 
Reprox’ Corp. itd .o5éh% yoy ti? nest? bs 1.70(1) 
Republic Resources Ltdy } o.4).)4 406) ears 1G(2) 
Revelstoke Building Materials ...... 14.75(1) 
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Revelstoke Building Materials Ltd. 
(a% CwePryinng: &.omeling Aaa 15.00(1) 
Revenue Properties Co. Ltd. ......... sF1(1) 
Rexdale MinesiltdiqcccasD 1K A ent seek (4) 
Reynolds Aluminum Co. of Canada. Ltd. 
(4-3/4%{ Guicl st Pr.)s. (Hal snusiowst 64.75(2) 
Société d’Aluminium Reynolds (Canada) 
Ltée (4-3/4% Cum. Priv.) ......+% 64.75(2) 
R:H.P. Canada Ltd. (Cu. Pt. Cl. As) soe es (4) 
Rhyolite-Rouyn Mines Ltd..........+.. (4) 
Richan Explorations Limited ......... .80(2) 
Richelieu Vaudreuil Farms Ltd. ....... enti (4) 
Richfault Explorations Ltd. ........... -. (4) 
Rich Group Yellowknife Mines Ltd... .. .21(3) 
Richore Gold Mines Ltd. .......6.....4. (4) 
Richwood Silver Mines Ltd. ........ 2.10(2) 
Ridgefield Explorations Ltd. ........... (4) 
Riley’s Datashare International Ltd. ... 1.95(1) 
Rimrock Mining Corporation Ltd. ..... 501) 
Rio-Algom Mines Ltd. ...... 2.55. 15.25(1) 
Rio-Algom Mines Ltd. 
($5180, Cus-Astlst, Pt) etad wate -b 75.50(2) 
Rio Plata Silver Mines Ltd..........% .07(3) 
Rio Rupununi Mines Ltd. .........-- .01(3) 
Ripley International Ltd. ........... 3.80(2) 
RiversidesYatns}Litthgnias. lags Dd . . se 2.25(1) 
Riverside Yarns Ltd. 
(Cl. Ab Gaseve Pre Mined at >) .% 2.75(3) 
Riviera Industries & Resources Ltd. .... .22(1) 
Robb Montbray Mines Ltd. .......... .O1(3) 
Robert; Mines: Ltd. ..0.. 65. > 64 bare .50(2) 
Robin Red Lake Mines Ltd. ......... .50() 
Robinson, Little;& Go! Lids} ayoo. iO. 37.25(1) 
Robmson, Little.& Co. Ltd: (Cl. A:). - vey eer; 
Ste, oth a MA oe bed an eRe 36.75(2) 
Rocket Mines Limited; | ..3 sse20"95) os .18(1) 
Rockland Mining, ditd..02319 nis ob at: 23(2) 
Rodstrom Yellowknife Mines Ltd. ..... .07(1) 
Rokon-MinéscLtdina) of'¥ ..07)- jeirel. tout .29(1) 


Rolland Paper Co. Limited (Cl. A.) ... 3.10(1) 
Compagnie de Papier Rolland Limitée 

(Gat. A.) ..:. . - . perm soni ae 3.10(1) 
Rolland Paper Co. Limited (Cl. B.) ... 2.75(2) 
Compagnie de. Papier Rolland Limitée 


(Cat. Besiinrnd:-- - - ¥GRtHRG Os se 2:45(2) 
Rolland Paper Co. Limited (4-1/4% Cu. Pr.) 
Nb ARETE: MRT Tey ee (4) 
Compagnie de Papier Rolland Limitée 
(4-1/49%- Cam) Privs)acisoD Hediel set (4) 
Rolling Hills Copper Mines Ltd. ...... .34(1) 
Roman Corporation Ltd. ........... 6.10(1) 
Romfield Building Corp. Ltd. .......... (4) 
Ronalds-Federated Ltd... .. js sjanel. 13.50(2) 
Ronnoco Gold Mines Ltd... ........... (4) 
Ron Roy Uranium Mines Limited ...... 12(2) 
Rose Gold Mining Co. Ltd........... .11(3) 
Rosé Pass.Mines: Lidzapaix) oapeyevatt .25(1) 
Rothmans of Pall Mall Canada Ltd. ........ 
ng? le UCUO CRE bith arpker A: Bags 16.63(1) 
La Cie Rothmans de Pall Mall 
Canada Ltée pene A) Git esneyalosin’ 16.63(1) 
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Rothmans of Pall Mall Canada Ltd. 

(6:85:90! Cuz 1ét: Briidaaint HC eS 82.50(1) 
La Cie Rothmans de Pall Mall 
_ Canada Ltée (6.85% Cum. Priv.) .. . 82.50(1) 
Rothmans of Pall Mall. Canada Ltd. 


(6-5/8% Gy QndkPr.)) .. teas20. 4 19.88(1) 
La Cie Rothmans de Pall. Mall Canada 
Ltée (6-5/8%. Conv. Priv)sei% ... 24 19.88(1) 
Rothmans of Pall Mall Canada Ltd. (Wt.)... . 
innock Urabe. bbs zsdleW as 3.50(1) 
La Cie Rothmans de Pall Mall 
Canada: Ltée! (WE )eatitiis? radle VW. a6 3.50(1) 
Rouyn’ Exploration’! Ltdid. 2daii. iniod ay) .07(1) 
Rowan Consolidated Mines Ltd. .... . . .02(3) 
Roxmark Mines Ltd. f oc cWeHO .ncoc .04(3) 
Royal Agassiz Mines Ltd........ 2... .28(1) 
Royal Bank of Canada, The ....... 29.50(1) 
Royal Canadian Ventures Ltd... ...... 1.02(1) 
Royal Oak Dairy Ltd. (Cl. A.) o 225 |. 12.75(3) 
Royal Oak Dairy Ltd. (Cl. B.). 2 se... (4) 
Royal: Trust Company, The ........ 37.50(1) 
Compagnie Trust Royal .......3.. 37.50(1) 
Royal Trust Co. Mortgage Corp., The 
SfenGn, lAtePr) ional. Electronien dist 14.25(1) 
R-RiD.; Limited. .......... bat 2aciiewle x a: 5.00(1) 
BUR: PitLimitede(Wasyaie)). Lit. .Btiasbit 50(1) 
so tis yilteitted hoo ceo ashe SEMORE A 3.10(1) 
Rugged Red Lake Mines Ltd. ........ .O1(3) 
Rassel Holditigsii tdi) i) eas! iS exon 1.08(1) 
RusselltHoodsimubatines.of. Ontalinekanio?, (4) 
RObsel Lid... Hugh. (Cl. A.) (98S 9.00(1) 
Russel Ltd., Hugh (6-1/2% Cy. A. Ist Pr.) ... 
PMary sonar besdtel eco pig 20.13(2) 
_ Ruttan Lake Explorations Ltd. . 2... 2... 37(1) 
~Ryanor Mining Co. Ltd. 2... 0.0 0. Lo, 14(1) 
Sabina Industties Ltd...) 2.00 eee. 2.35(1) 
Safari Explorations Limited. ......... .23(2) 
Saint Fabien Copper Mines Ltd. ...... .O7(2) 
Saint Lawrence Cement Co. Ltd. (Cl. A.) .... 
Mop, Vacs. Obi. elsieaiM. selene: 36.50(1) 
Saint Lawrence Columbium & 
MetalspCorp;) ca '.it.h.3600M revi dete 1.00(1) 
Saint Lawrence Corp. Ltd. ........ 21.00(1) 
Saint Lawrence Corp. Ltd (5% Cu. A. Pr.) ... 
Boney. (ontact. Maoh aselitisd atA ng 63.00(2) 
Saint Lawrence Diversified Co. ....... .65(2) 
» La Compagnie Diversifiée St-Laurent . . . .65(2) 
Saint Luci Exploration Co, Ltd........ .16(2) 
Saint Maurice Capital Corp. Ltd. ...... .70(1) 
Samson dMinestL ido, ;....bidti esaieodag .02(2) 
Sandwell & Company Limited....... 5.75(1) 
Sanelli Pools Limited (Units). .......0. 45(3) 
Sangamo Co fshtdnit iO. 2. aeniMieres 14.38(3) 
San Jacinto Explorations Ltd. ........ .O9(1) 
San Judas Molybdenum Corp. Ltd... ... .40(1) 
DADA MOS 110... docs eaten een de (4) 
Santa Helena Mining Ltd. ........... .20(1) 
Santa. Maria: Mines: Ltd.». waisewlo nd oo 311) 
Santa's’ Village Vtdis. wid 20giM sda 10.00(2) 
Santiago Mining & Exploration Ltd... .... (4) 
Sapawe Gold Mines Ltd)... ee, .03(2) 
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Saratoga Processing Co. Ltd... 0. ... 4.40(2) 
Sarimco; Mines, Lidihatic s\ Asize).bradac .02(3) 
Samo Lids srpotiinii ll ebaiM se.) -tiinede. (4) 
Saskatchewan Trust & Loan Co. 0.0... (4) 
Saskobar Mines: Iiichd 1@'Dwsiei iW dle 34(3) 
Sastex/Petro-Minerals. Ltd... ws. A .07(2) 
Satellite: Metal: Mines *Ltdiis:.. 2)... aries .06(1) 
Savanna Creek Gas & Oil Ltd... 2.2) 20... (4) 
Sayvette (haititedaD wehidiM, asqc0'D. new 4.70(1) 
Scandia Mining & Exploration Ltd. .... .11(2) 
Schneider Limited, J. Mo... 0.0.0... 11.00(2) 
Schneider Limited, » J. M. 
QB: Gu. Cy. Pres. Lb bes. % iO. ane 8.25(1) 
Schneider Limited, J. M..(C. Cu. Cv. Pr.) 2... 
che.Lake Mines Labi .2ethegosd neitiz® (4) 
Sé¢hott. Industries ntsfendeuQ). <anibé. ars 5.50(2) 
Scintmex:.Limited.43.). sci. toicraxt. ded .53(2) 
Scintrex .bhamited painiht nisiisidO asi 2.90(1) 
scdpe Resources. Ltd, ..< 1 11..bosinied sire .13(3) 
Scott Chibougamau Mines Ltd. ....... .O1(3) 
Scottish & York Holdings Ltd: ...... 9.50(1) 
Scott-LaSalle Limitedy.4 ascii. eiiuh is 943(2) 
Scott Misener Steamships Ltd...... 0. 2.50(3) 
Scott Misener Steamships Ltd. 
(5-1/2% Cu. Redeemable 'Pr.)>....... 7.50(2) 
Scott.Paper Limited -bt.Lesnill wae) » 18.50(2) 
Scott's Restaurant. Ltdhi.!. asgi. qu’) 1H4-3(1) 
SCU Industries Ltd: . ...cnoD.exow 15 e522.) 
Scurry-Rainbow Oil Limited ....... 16.25(1) 
Scythes and Company Limited... ... 16.00(1) 
Seaboard Life Insurance Co. ........ 2.00(3) 
Seaway Copper Mines Ltd. .......... .83(1) 
Seaway Multi-Corp. Ltd... . 02 0.002. 8.00(2) 
Seaway Multi-Corp. | Bical 
(Cu. Cv, A. Props voit Asieiol de 5.88(2) 
Seaway Multi-Corp. Ltd. (Wt.) ..2.... .94(2) 
Seco-Cemp (7-1/4%) sc:sclevat) Solio. 10.31(1) 
BeconuG. Wiig Ltd srry. > ott tat oF fut hs .10(3) 
Security Capital.Corp. Ltd. (Cl. B.) ... 3.90(1) 
Séeemar Mines itd “sant osuii’ bleid@ yay. 23) 
Seldore Mining Company Limited ...... 40(3) 
Sélect Propertiesitdin! ssaii biaid@ x5 2.45(2) 
Selkirk Holdings Ltd. (Cl. A.) 2.0... 17.00(1) 
Senror'Gas. & Oil Ltd-f zenith votes sett (4) 
September Mt. Copper Mines Ltd. ..... .10(2) 
Seton Cake Mines*Ltdsa3J siocwravli2:-sait (4) 
Sliare- Mines :'&' Ofis Wide iM -boghast?: ay. a2(1) 
Shasta Mines & Oils Ltd: .... 2.0.0.0. 50(2) 
Shaw, Limited, L.Bist 2snih) tise 12 5.88(2) 
Shawmin Explorations Ltd. ............ (4) 
ShdwneePetroleums Ltd), 2.0... ee .09(3) 
Shawnex Mines Limited .........0.0... .15(3) 
Shaw Pipe Industries Ltd. ........0.. 8.00(1) 
Sheba Copper Mines Ltd. . 2... 0. 00.0, .22(1) 
Siteba Mines Ltdhons bi... banntih ext .04(2) 
Sheldon-Larder Mines Ltd. .......... .07(3) 
Shell Canada Limited (Cl. A.) ...... 37.25(1) 
Shell Investments Ltd. 
ho=0/2 %' Cu.. Cv. Pn) -vatuwiostunnid. SPZI(L) 
Shell Investments Ltd. (Wt.) .. 02... 17.00(1) 
Shell.Oil Company... botinicl-aoteH onilvde (4) 
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Shelter Bay Mining Corp... 0.2. ..0.5 .21(1) 
Shepherd Casters Canada Ltd. ....... 4.00(1) 
Sheritt-Lee Mines Ltd. ......0.. 055404 .28(1) 
Sheritt Gordon Mines Ltd.......... 15.131) 
Sherwin-Williams Co. of Canada Ltd. ...... 
seie dg itecte tasgsta <5 ahbbrg. dD OAD OTAS 2H 13.50(2) 
Sherwin-Williams Co. of Canada Ltd. 
(7%.Cu. Prt ity > <b. At) BE 89.00(2) 
Shewan Copper Mining Corp. Ltd........ (4) 
Shield Development Co. Ltd., The ..... .80(2) 
Shore-to-Shore Corporation Limited .. . 3.50(2) 
Shully’s Industries Limited ......... 4.75(1) 
Siebens Oil & Gas Lid. 1.05.7. OBA 9.00(1) 
Sierra Empire Mines Ltd. .......... 1.50(2) 
Sifton Properties. Ltde «6. 5. <7 te puy. =e ye & + 3.60(2) 
Sigma Mines (Quebec) Ltd.......... 3.75(2) 
Silbak Premier Mines Ltd... 50... 2. .09(1) 
Sileurian Chieftain Mining Co. Ltd... .. .09(1) 
Silknit-Limited:”....<0. ot 29210 G29, , 9922:00(2) 
Silknit Limited (5% Pr.) ..... CD. 37.00(2) 
Silmonac ‘MinestLtdiioige? 200 Poe ee 211) 
Silver Butte Mines Ltd... Ve ee 07(2) 
Silver Chief Minerals Ltd... 2202.2. 271) 
Silver Christal Natural Gas 
& ‘Mineralstitd SiGe Piss pot Lhd Oy es .45(2) 
Silver’ City’ Mines Ltd? Poiigiich 2g8.4. 770 a2¢1) 
Silver-Cup .Mines -Lidiks: Jig wGi2o7 67a .20(2) 
Silver Eureka-Corp: «...\ 2h eprlenoa J, 38(1) 
Silver ‘Key .Minesilitd.) Ao Yerba Ue .05(3) 
Silverknife Mines Ltd. 2. .... 00.000. .05(3) 
Silver Lake Mines) Itdi sien 934.4. AOR SE. (4) 
Silvermaque Mining Ltd. 2... ....... .18(2) 
Silver-Men. Mines Ltd. 2... .0..0.5...40. .03(3) 
Silver-Miller:Mines Ltd. ....... 0.0% .O5(1) 
Silver Monarch Mines Ltd... ........ Dye (4) 
Silver Pack Mines Teta). «eb, Yaw aoe, (4) 
Silverquick Development Co. (B.C.) Ltd. .... 
coat, Man @8. LAR, DRL RIE) Op tOg A224) 
Silver Ridge Mining Co. Ltd. ........ .05(2) 
Silver Shield Mines Inc. 2.0. 2 ye... 3.10(2) 
Silver Shield Mines Inc. (A. Wt.)..... 2.19(2) 
Silver Shield Mines Inc. (B. Wt.)..... 2.02(2) 
Silversides:Minés Ltd...) 2n0poe ee. .07(2) 
Silver Spring: Mines \Ltdut. 07. 2812. .0nm 58(2) 
Silverstacke Mines (Wtdiaqgq@.G. 4.108. ToC Ns7G .26(1) 
Mine Silverstack Ltée... 0.0.0.0... 09261) 
Silver Standard Mines Ltd. .......-. 1.10(1) 
Silver Star Mines Ltd! ¢):C. ® 220)". fies .10(2) 
Silver Summit Mines Ltd. .........0: .02(2) 
Silverwood Industries Ltd. (Cl. A.) ........ 
di. nithoecanh mie Die SORPLOMII (290 15.63(1) 
Silverwood Industries Ltd. (Cl. B.). . . 14.75(2) 
Simpsons Limited™)}...220kevoul, ogtn.. 22.00(1) 
Simpsons-Sears Limited .......... 28.63(1) 
Sintra, Limited: acdas 4 td «CIA ITU, BC 5.50(2) 
Sintra:Ltée. . ¢s,dh. 250M Weis i QD; 5.50(2) 
Sirmac. MinesiLAd.! )) So3l. &oams.7. shia (4) 
Skelly Oil, CorapanyeoyGh ... ... 45.25(3) 
Sklar Manufacturing Ltd. 2... 0.. 20. 2.35(1) 
Sklar Manufacturing Ltd. (Wt.) ....... 15(2) 
Skyline Hotels Limited ............ 9.25(1) 
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Sladen(QuebeeLidi lien. . IG.12eheos, (4) 
Slate Bay Gold Mines Ltd. ...... 80023) 
Slater Steel Industries Limited ...... 10.00(1) 
Slater Steel Industries Limited 
(S41/2% CuilsePr.) oo. 19). . CAR 13.88(2) 
Slater Steel Industries Limited 
(5- 1/29 2ndsPri) 2 hey. PP EE Oye 914 13.75(2) 
Slater Steel Industries Limited 
(1/20 .Guk Peja Vel, UG) IQ BART 15.00(1) 
Slater Walker of Canada Ltd. ...... 13;25@) 
Slater Walker of Canada Ltd. (Rt.)....... (4) 
Slater Walker Securities Ltd......... 8.00(1) 
Slave Point Mines Ltd...) 82200 2, .04(3) 
S.L. Diversified Corp. Ltd: 22.5.0 .70. 9.38(1) 
Slocan Ottawa Mines Ltd...... Vi, ATRL .69(1) 
S M.A InGe tater. Ale ZAHA, SHACK BAY SANG 50(2) 
S{M. Industries, Etd..,..08/. 10. ANE IBY DS, (4) 
Snowdrift Base Metal Mines Ltd..... KYO2E3(3) 
Sobeys Stores Limited ..........-% 6.75(2) 
Soca iLtée 14,48h.4.4}. Did VIUBUL. 280 1a 50(2) 
Société Générale de Financement 
du Québeca sti os. AOYO7k JeUT 1, Suey gpa): (4). 
Sogena-ncagsguaM, 1.04. Jauii. 1 14.50(1) 
Sogepet Lids ations bd. h fold M 1.22(1) 
Solar. Explorations: Ltd, .. ..... Oils 4.7028 (4) 
Solidarité Compagnie d’ Assurance. 
3: Sur. das Vie. wes. a. ee 6 Leary SL, oe (4) 
Solomon Development Ltd... ........ .38(1) 
Solomons Pillars Mines Ltd. .........6. (4) 
Somerville Industries Ltd. 
($.2.80sCu..Prs). (A. LI) SU. hE 40.00(2) 
SomexeLtée 2a ese A Quel 2). i ise2u383(h) 
SGutham Press. Ligmitedy ind... «co se seme Fe 73.13(1) 
South Dufault Mines Ltd. .......... 12305(2) 
Southern Pacific Petroleum Ltd........ .08(1) 
Southern Union Oils Ltd. 2... 0.00.08. .. 4) 
South Pacific .Mines ltd. 2monsiolg.n Meine. (4) 
South, Seas Miningrbtd. ques ercnn. Im 22(h) 
South Winnipeg Limited... ........... (4) 
Spacemaster Minerals Ltd. .......... .03(2) 
SpaiMines: Ltds . 25. A2tSAG ond. 0 .05(3) 
Spanish River Mines Ltd. ...... CRIS Ae (4) 
Spar Aerospace Products Ltd. ....... 1.65(1) 
Sparling Ltd., George . + 2.Ghws. . . 2.40(2) 
Spartan: Air Services Ltd... ...... <4 44% .50(1) 
Spartan Explorations Ltd. . oo... 6.813) 
Spartex/Oil & Gas Lidoou!}. oN eoanio. .08(3) 
Spectroair Explorations Ltd. ......... 13(2) 
Speculators. Fund: Iitd. 1871) 9-7 Qo ;Usgays, Ia 42(2) 
Spenho Mines: Ltd... 44,5044 20, Moen .06(2) 
Spina Porcupine Mines Ltd. ........04. (4) 
Spirit. Lake. Mines ‘Ltd.ooian.. poo uioiac (4) 
Spooner Mines & Oils Limited ...... 1.10(1) 
Stability. Life Insurance ‘Co. 25 0/281. Se, (4) 

La Stabilité Compagnie d’Assurance-Vie .... 
son Khel Rhian <0 <a ZOU) Re (4) 
Stafford Foods Ltdipi) 2A. BOSSE. 2.60(2) 
Stairs Exploration & Mining Co. Ltd... . .02(2) 
Stall Lake Mines Ltd. . -20.988i0% 2.898 8901) 

Stampede International Resources Ltd. ...... 
soe reeys fs ies » soled 2S0I, DIOL? ONaG .68(1) 
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Standard Broadcasting Corpo Ltd). ... 13.00(1) 
Standard Fuel Co. Ltd. (4-1/2% Cu. Pr.)... (4) 


Standard Gold Mines Ltd: .. 2...) 2... .07(2) 
Standard Nickel Mines Limited ....... ee) 
Standard Paving & Materials Ltd. ... 11.50(1) 
Stanticids: Ltd? (CL A.) (.yirt..cnD, OL Say" (4) 
Sfanfields(Wtd: ¢(@)i Bdeiin:s quer eherl (4) 
Stanford’Mimneés Tstdiirni | cisbexl. sawoxte?: .60(1) 
Baite svelte Pics ss 2s Stee .14(2) 
Stanrock Uranium Mines Ltd. ........ .60(1) 
St. Anthony Mines Ltd.) excbex!. squcel.at (4) 
Star Lake Gold Mines Ltd. .......... .05(2) 
Steel Co. of Canada Ltdi;;Thesi iat) o: 26.75(1) 
Stecliree/Giotp Ineiinn | 2obPkt Sao), e953) 
miceltrec Group.anc, (6% .Cu. Pra); : ; S553) 
Steep Rock Iron Mines Ltdsjaiuai.l. vez 2231) 
Steetley Industries. Ltd.3WV): batiraick tisk 7.00(1) 
Steinberg’s Limited. (Ol: A. baat is 22.88(1) 
Stemberg-Limitée "(Catt Al) baiieatch vis 22.88(1) 
Steinberg’s Limited Sgt hed CuirAaPRryiert .. 
Spi Ne rte writen tO 1 Re i eB 77.00(2) 
Steinberg Limitée (5- 1/4% Cum. A. Priv.) . 
et) Seid... ed 2 oR ee 77. 00(2) 
Steintron International Electronics Ltd. ...... 
fe. Soni: tS .. | ROAR dae 355(2) 
Stellako Mining Company Ltd. ....... .11(1) 
oterisystenissiitdi. ft Zor S59. cheng). tor 25(2) 
Mimsy orcs idee (Kl AG yen eee 15.50(2) 
Sterling Trust Corporation... ....... 8.25(1) 
Stewart Lake Iron Mines of Ontario Ltd. .... 
ie 2 Did zeamoeas lninartgacennt 15(3) 
St: James ‘Resourcesskids’s [> misread. « 1.70(2) 
St. Mary’s Explorations Ltd. .. 2.2.0... .04(3) 
BSimimMivenimnesriCde. ote. S oo arte eee 28(3) 
Stuart House International Ltd. ...... 3:55(1) 
Stuart House International Ltd. 
(6%, Cu“Cv:> ASsPnpymonl iO messoe 6175(2) 
Stuart. Oil Company. (Ltd, DiAl atia:en7i75(Q) 
Studer Mines Limited .......... relatnt lO) 
Stump “Mines ltd? iatsroluxd Aesey atu .08(2) 
Sturdy ‘Mines ‘Ltd -b)7 anit rabist she: .14(2) 
Sturgeon Petroleums Ltd. 0) sini, gedit (4) 
Sturgex, Mines. Lidbsnicit 25h sebisde 21) 
BApCO LiImMicd . ss oo... a ee Oe .10(1) 
Sudbury Contact Mines Ltd. ......... PZd(1) 
Sullivan Mining Group Ltd. ........ 2.70(1) 
Groupe Minier Sullivan Ltée........ 2:70(1) 
Summit Explorations & Holdings Ltd. ...... 
ere LING DIME AOURTORIO. 355 SoGh) 
Sim bear Mines Ltd. . bik. aosii. ani .01(3) 
Sunburst Explorations Ltd. .......... F111) 
Sunburst Explorations Ltd. (Rt.).... 02. O1(1) 
Sunlite Oil Company Ltd. 2smilv.usvlie . 5.00(2) 
Summimnegdale Oils LtdsaisD. ih ts1sns 3 2.65(1) 
Sun Publishing Co. Limited (Cl. A.)........ 
Lie ae ta Rs os 5 ee BUI. GEOR 34.75(2) 
Sun Publishing Co. Limited (Cl. B.)........ 
nate & pn otis us OR POPOL On 33.00(2) 
Sunrise ‘Silven. Mines: itd? (:O.-vsiiev. 38K .10(1) 
Sunset Yellowknife Mines Ltd. ......... (4) 
BUDERLOL PICK ge AeONIOGy, wat 1. «4 ee .12(1) 


2553 


Reg. 


Sch. VII 
Superior Electronics Industries Ltd. ... 2.05(1) 
Supenmarche. a Domicile Ltée. ... 5. Sn. .30(3) 
Superpack Corporation Ltd... 1.0002. 4.00(2) 
SUN ates Cio) bal Te Ee he ce a nae eae (4) 
Supertest Petroleum Corporation 
Limited.) . . XO, | ISA... fAQe0! 16.25(1) 
Supertest Petroleum Corporation 
Limited (Ordinatryyiire.. gain! gee, 68.00(1) 
Surluga Gold Mines Ltd... 200. 0s, .07(2) 
Surpass Chemicals Limited ......... 1.60(1) 
Swim. Lake, Mines Lid... .41-t. ia, YPYe-d aL D(2) 
Swiss Oils of Canada (1959) Ltd. .. .18(3) 
Systems Air Corp. Ltdoi de. ei. .15(3) 
Systems Dimensions Ltd. .. 2.0.0.0... 6.88(1) 
Tache Lake Mines. Ltd.) ..0./. 30) bot .03(2) 
Tagami Mines Limited .. 2.00020 .000. A2(2) 
Takla.Silver-Mines, Lid... .-Pi4 ¢28lhe, 20 .09(3) 
Talisman Mines Limited .......0.0..0.. .15(2) 
Taman Uranium Mines Ltd. ......... .07(3) 
Tamblyn Eimited; Gisen. Poh. Coat 926 18.50(2) 
Tamblyn Limited, G. (4% Cu. Pr.) .. . 25.00(2) 
Tancord Industries Limited (A. Pr.) .. . 2.50(1) 
fLameloyeMinies etd. + < ty, gaa, eee ae .08(2) 
‘Tanzillasexplorationsrbtdy 2s" So") 7 4P ad (1) 
Tara Exploration & Development 
Companyalmmtediaee a7 cee 275(1.) 
iaecet: Mines tee 2k eter. ee .08(3) 
‘Harton Bxroratenmsyitd. cat eae soe 1901) 
TAReKGr Nine santUHe tea. G f.s lente we > .22(1) 
Tashota-Nipigon Mines Ltd. ......... .22(3) 
wbasmague=GoldsMimesstds Wen ave so ne (4) 
Taylor Windfall Gold Mining Co. Ltd....... 
APIO ce aa ee .02(3) 
plcAIR BV CUMNELI MO SIRO oe oly eda hoe ee ¥P5(2) 
heck Corporation mtd (Cle As) 3 5s 4... 4.75(1) 
Teck Corporation, tdi(Cl.-B.).. ss) 65 4.15(1) 
Meckora Mane slermted. weet an A axl ¢2) 
Teknol¢NVaninenC@o., Utd. aye ee ote’ 34(1) 
wheiedyne @anadaltds 6 6 rw we 4.65(2) 
MIETIME COSINE Wii nas oo ee Be nee pe a (4) 
werra Developers Ltd ner. Ao ty OVE ES (4) 
Terra Mining & Exploration Ltd...... 2.40(1) 
RChRASOU Te er pepanes oe et fe ts 2.88(1) 
Wermexviinine Co. tds 2°75.) Sete conte .15(1) 
Proxdcal Resoumces tdi atts F aanld sets, .24(1) 
Texaco Canadanlimiited ry ouchiosT arcs 34.50(1) 
Texaco Canada Limited (4% Cu. Pri). 2... 
ihe ben BES Oe ee ore ee 60.00(2) 
Texal Development; Ltd: sicher?! ses 30(1) 
ox Ser ast  )PanismissiOnl » .”.)6 . sme x «co 05 (4) 
Texas Gulf Sulphur Co. Inc. 2.2... .. 14.38(1) 
MeemO MNES CstC des om in .39(1) 
Wexore Miness bid. .’. «. aeru@ie) «+5 - .10(2) 
Wex-Sol Explorations Ltd. \yisd was. 883 13.761) 
Thermatron Corporation Ltd. ..... 0. ..4. (4) 
Thermatron Corporation Ltd. (Wt.).0..... (4) 
Third Canadian General Investment 
USE Lid. os L Wad AA VAOW) ath). 1d} /5(2) 
Third Canadian General Investment 
SPEISE et ot Ewe Sia ns Sor Ee ae Ron its 32.00(2) 
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Thomas Nationwide Transport Limited...... 
pphacie. ata linet & Sous 1.95(1) 
Thompson Lundmark Gold Mines Ltd... :.... 
pst, Groves Mings AdGy.+ ie Bhd HOF .20(2) 
Thompson Paper Box Co. Limited .... 4.75(2) 
Thompson Paper Box Co. Limited 
(69, Gu. \Pr}) iamuslogiel. .of. - daamsas , (A) 
Thomson Drilling Company Ltd. ..... 1.50(2) 
Thomson Newspapers Limited...... 29.13(1) 
Thomson Newspapers Limited 
(6-3/4% Gu. Pt )oedidiaanitasias - 51.131) 
Thor Explorations Ltd.-..... 05. sis... .68(3) 
Thorncrest Explorations Ltd... .......5. (4) 
Timken Roller Bearing Co. ........ 43.00(3) 
Timrod Mining Co. Ltd. .2.32.... 6). .21(2) 
Tinex Development Exploration Ltd. ..... (4) 
Tobe: Minesulctd Mines: Maged. s9ar8f2 ely 120) 
Tokar Limited init Sues Soni Giere 1.40(1) 
Tombill (Mines(Ltd.¢. o.334 spedies-care SDEL) 
Tomrosé.Mines Ltds 252). pasipes. 4 ey betes F (4) 
Tonecraft Dimited! 13}... Aste kv! 12.50(1) 
Tontine Mining Limited . . «0.0... 4. .60(1) 
Tooke Bros! Dtdnerals 118s 4 sandtye-etsier .75(3) 
‘Fooke Bros. LtdutAaPtj. 4st elicne F (4) 
Topley Criss Mines Limited ......... .09(3) 
Torcan Explorations Ltd», 4:4 /07- yp ersepee .12(2) 
Tormex Mining Developers Ltd, ..... 1.68(1) 
Toromont Industrial Holdings Ltd... .. 1.3001) 
Toromont Industrial Holdings Ltd. 
(622i CWI GW ARPA & einer? (4) 
Totonadc: Mines gone peep ain als] (2) 
Toronto-Dominion Bank .......... 30.00(1) 
Toronto & London Investment Co. Ltd. ..... 
herMiller Mined Lad, oo. na cs ee 3.90(2) 
Toronto Iron Works Ltd.,. The ....... 8.75(2) 
Toronto Star Limited (Cl. B.) ...... 38.00(1) 
Toronto Star Limited (Cl. C.) ...... 38.50(2) 
Torwest Resources (1962) Ltd. ....... .23(2) 
Total Petroleum (North America) Ltd. ...... 
lver Shield Mines ft cin. assis re 6.20(1) 
Total Petroleum (North America) Ltd. 
(B-i/2miGy Rubs lee: ot Gy 14.25(1) 
TOWEr RESOURCES LAG Ae Secon cag dees .24(2) 
TowmattoHoldingsekiimited: 3.3. 2.2.2)20000- 45(2) 
‘PraderscB idbayviimes: tele ath snake teas (4) 
Traders Group Limited (Cl. A.) ..... VS 75¢1) 
Le Groupe Traders Limitée (Cat. A.) ....... 
byer Ea Mek Re Bes 15.75(1) 
Traders Group Limited (Cl. B.) ..... 15.00(2) 
Le Groupe Traders Limitée (Cat.B:)........ 
‘he cisiboriclees, ac OCA RAN TE pene. 15.00(2) 
Traders Group Limited (5% Cu. Pr.) ....... 
NRse@ls kiwited: sir. Deets JaG 25.00(2) 
Le Groupe Traders Limitée 
(5%sCumsPriv.) 2.4. 42OURIOIGAS 10 25.00(2) 
Traders Group Limited 
(5%. Cud Cw) AMPrDauisiaqgi. Os: 20.50(2) 
Le Groupe Traders Limitée 
(5% .Cum. Conv::A. |Priv.) ......0%. 1 20.50(2) 
Traders Group Limited (4-1/2% Cu. Pr.)..... 
Sling Hotels Lanuwd~ «20 FDS 2 56.25(1) 
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sé Groupe Traders Limitée 
(441/2-%: Cui Priv.) bint.uoD. leurs bas 56.25(1) 
Traders Group Limited ($2.16 Cu. Pr.) ...... 
abag. 1, Sonat eoothiieisW4 Dis 26.00(1) 
Lé Groupe Traders Limitée 
($2.16 Cum, Priv.) CALI sbidsebis 26.00(1) 
Traders Group Limited (1965 Wt.) ... . 2.05(1) 
Le Groupe Traders Limitée (1965 Wt.)...... 
£15), Cw, Beis «bl lezen 2.05(1) 
Traders Group Limited (1966 Wt.).... 4.70(1) 
Le Groupe Traders Limitée (1966 Wt.)...... 
ater Walker Sadidteentib ign). adn! a&dZ0(1) 
Traders Group Limited (1969 Wt.) .... 5.00(1) 
Le Groupe Traders Limitée (1969 Wt.)...... 
oran Oita soe! sal quot. -. 2. 5.0001) 
Transair simited bt! zoaiM. tow. Dok -qoRda(d) 
Transair Limited (Wt.) ..0.... nl yale: .89(1) 
Ttansair Limited (Rtjo}) iatuaLhLe adit (4) 
Transair Limited (Pr.)is"2: oom RLedtode (4) 
Trans-American Mining Corp. Ltd. ...... (4) 
Fians:Ganada‘Glass. Ltd... de... . Eine 5.13(1) 
Trans-Canada Pipe Lines Limited. ... 36.251) . 
Trans-Canada Pipe Lines Limited 
($2: 75 CuciG@vuPri): Lewousnrrains 20% 66.75(1) 
Trans-Canada Pipe Lines Limited 
($2.80:Cu. Pir)! Venqmod amin, O24 42.25(1) 
Trans-Canada Pipe Lines Limited (Wt.) ..... 
Jomon Develumtiénd Dd. bel 2orstex 10.75(1) 
Trans-Canada Resources Ltd... 2.3... .82(1) 
Trans Columbia Exploration Ltd. ...... .11(2) 
Transcontinental Resources Ltd........ .27(2) 
Trans Eastern Oil & Gas Ltd. ..... nal. 1¢ (4) 
Trans Global Financial Services Ltd... ..... 
wih Dufault Mines LekbideesoNl yar 1:80(1) 
Trans-Mountain Oil Pipeline Company ...... 
wibden diame Wel ty. Lidsenoh..j0442 20.38(1) 
Transocean Oil Incorporated ........4.. (4) 
Trans-Prairie Pipelines Ltdiicio. 2... 12.75(2) 
Transterre Exploration Ltd)... 2.20.5... 20(1) 
Trans Yukon Exploration Ltd. ..... 5... .06(1) 
Tresdor Larder Mines Ltd. o:.. soitv. youits (4) 
Tribag Mining Co. Ltd..... lowed: .... 6001) 
Tri-Bridge Mines Limited ........ a90m35(1) 
Trmaci Ltd, . Geersre ..-...-.. DAR, 6.50(1) 
Trinity Chibougamau Mines Ltd... . . . . :10(1) 
Triphope Resources Ltd... 2... 0.0554. (4) 
Triton Explorations Limited... ... 0... .70(1) 
Trizec Corporation Limited ........ 17.00(1) 
Trizec Corporation Limited (Wt.)...... .50(1) 
Troilus Mines Ltd. .. . .0).4 200th. 789. L augS(2) 
Trojan Consolidated Mines Ltd... ...%. .25(1) 
Tromac Mines ‘Ltdii.), evasion x2 Jenne .03(3) 
Troy Silver Mines Ltd. ......... ), OTS 08(2) 
Trust Général du Canada.......5... 23.75(1) 
Tru-Wall Concrete Forming Ltd. ..... 2:90(1) 
Turidra.Gold .Mines Lids aa 4-155 gee 18(2) 
Turbo Resources Limited ....5.....4 .93(2) 
Turismo Industries. Ltd.\. sie Jn. Adee. 3701) 


Turner Valley Oil Company Limited ~ ... .18(3) 
Twentieth Century Explorations Limited... .. 
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Twin’ Peak) Mines Litdit we faenod!. 42pon .28(3) 
Twin Richfield Oils Ltd............. .21(3) 
Tyee Lake Resources Limited ......... 14(2) 
AIP Trice (Cl. A.) ..adtimidcozedds 16.25(2) 
WlsterPetroleumis' Ltd). GadusliA. wa 1.46(1) 
Ultramar Company Limited......... 6.13(1) 
UnastInvestmentsiLtd> WO.asxe) 2% 16.63(2) 
Ungava Copper Corp. Ltd. ..... oF sre .04(2) 
Unican Security Systems Ltd. ....... 4.05(1) 
WurgescotIne ivi, PAF SP AD SP PAE-C). (4) 
Wnigesco‘Inch(ChiAY 2. 25nny. igd-ms 2.85(1) 
Unigesco. hior(Ch B. acd stage Pi 2.72(1) 
Union Acceptance Corporation Ltd. 
(6%' Ca: Cis Prysionat -ciinoe m 40.44(3) 
Union d’ Acceptance Limitée 
WORKS %" Cum. :C.Lére: Priv. )iit zon a 40.44(3) 
Union Acceptance Corporation Ltd. 
(6-1/4%. CupAriist Priors wierd 1: 40.00(2) 
Union d’ Acceptance Limitée 
(6-1/4% Cum. A. lére Priv.) ...... 40.00(2) 
Union Acceptance Corporation Ltd. 
(671/4%-Cu. BY 1st Pry ieacind ort ae 42.50(2) 
Union d’ Acceptance Limitée 
(6-1/4% Cum. B. liére Priv.) ..... 42.50(2) 
Union Carbide Canada Limited ..... 13.50(1) 
Union Carbide du Canada Limitée ... 13.50(1) 
Union Gas Company of Canada Limited..... 
REO S pI eh deWP OA ez iscrrasecd Lt 14.75(1) 
Union Gas Company of Canada Limited 
(5-1/2% Gu. |Ay» Prk novsiaslh. csiba 43.00(1) 
Union Gas Company of Canada Limited 
(6% Co? Be PeStirait. shan.) s2zuors: 44.13(1) 
- Union Mining Corporation .......... 12H (2) 
Union Oil Company of Canada Ltd......... 
CT DS OVS Sunde .: batinrid -1n4400(2) 
Rinited*Asbestos.Corp. Ltd........un. 4.05(1) 
United Canadian Shares Ltd. ........... (4) 
‘United Canso Oil & Gas Ltd. ....... 4.25(1) 
United Canso Oil & Gas Ltd. (Wt.) .... .64(1) 
United Cobalt Mines Ltd... 2.2.0.0. ... .02(3) 
United Comstock Lode Mines Ltd........ (4) 
United Copper Corporation Ltd... ..... .10(1) 
United Corporations Ltd. (Cl. A.)..... 19.50(2) 
United Corporations Ltd. (Cl. B.).... 15.00(1) 
United Corporations Ltd. 
($1550! @ui As. Pr’) batt) coniM. we 20.00(2) 
United Corporations Ltd. 
(S86 Ca? 63: Pr)eqieD noah 2% ess 19.00(2) 
United; Eqnuities:d:imited 2... each... .4 2.00(1) 
United Funds Management Ltd....... 8.38(1) 
United Grain Growers Limited (5% Pr.) ..... 
PY ERS LPO ante SM 14.00(2) 
United Investment Life Assurance Co. ...... 
OFS Ao8. (4a Soot? Taq. Tae 5.69(2) 
La Compagnie d’Assurance-Vie United 
lnvestmignt! - 0 .asinead..... daar 5.69(2) 
United Keno Hill Mines Ltd......... 3.85(1) 
United MacFie Mines Ltd. .......... .04(3) 
United Mindamar Metals Ltd. ........ .16(2) 
United New Fortune Mines Ltd. ........ (4) 
United Provincial Investment Ltd. .... 1.30(2) 
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United Reef Petroleums Ltd. ......... 18(2) 
United Siscoe Mines Ltdice.. 2. sae. 2.10(1) 
United Westburne Industries Ltd... . .. 4.00(1) 
United Westburne Industries Ltd. 
(6-1/4%, Cu. A.,1st. Pr)... eSiieihwe 39.00(2) 
United Westburne Industries Ltd. (Wt.) ..... 
Sp TD IN Fh. AR ad parity oxhic@0(2) 
Universal: Factors ‘Corphil .@wd. busodseis¥ (4) 
Universal Gas.iGo. Ltdinied) 2A WO. ocaris¥ (4) 
Universal Minerals Corporation ........ 24(2) 
Universal Patent & Development Ltd: ...... 
DR ak Aas Sp SOE RE) W2(2) 
UniversalaSections Ltdi * tusinetoii ne: 6.50(1) 
Univex Mining Corporation Ltd. ...... 41(2) 
Upper Canada: Mines Ltd.) a iahoh.. 1.66(1) 
Uranium Ridge Mines Ltd. 2.5.0... ain 08(3) 
Uranium Valley Mines Ltd... .2...... .20(3) 
Urban Quebec Mines Ltd. . oy. 2. 2 oe. .04(2) 
US-CA-MEX Explorations Ltd. ........ 20(1) 
Utilities & Funding Corp. Ltd... ..... 1.60(1) 
Utilities & Funding Corp. Ltd. (Cl. A.)...... 
Lt... temougnal .\. tenis. .. Aaa. 1.60(2) 
Waldex:- Mines Ince)... of AW A he: bk .13(2) 
Valley Copper: Mines Ltd... 05... 0.. 7.70(1) 
Val Mar Swimming Pools Ltd: (Cl. A.) 22... 
Deydcaas «SPREE WHS Mamet cioosvkh60(1) 
Piscines Val Mar Ltée (Cat. A.) 2... 2. 1.60(1) 
Val Nor Exploration Ltd: 2... 00... SOM (4) 
Vananda Exploration Ltd’)... 2. 8: .06(1) 
Van der Holt Associates Limited ..... 7,:25(1) 
Vandoo Consolidated Explorations Ltd. ..... 
bow Pl. oi doteialexd boowds .04(2) 
Van) Ness: Industriessiads. alsioit boowddls 83(2) 
NaroasiMines iaimiteds 9% ein. ea 53(1) 
Vastlode Mining Company Ltd. ....... .05(1) 
Velcro Industries Limited .. 2.5.0.4. 17.63(1) 
Vencap Investments: Lid; tis,,.). to. ipod 1.80(1) 
Venpower bimitednii\. eaichiloznase ba: 1.30(1) 
Ventures. Mining Limited’ >) sich .xelgrilia 07(2) 
Vermont! MinespJatc) > sauces amb shizowina (4) 
Metealood: Services sLtd. ie. se hes ble we ae 7.50(1) 
Versatile Manufacturing Ltd. ........ 3.50(1) 
Versatile Manufacturing Ltd. (Cl. A.) 2.0.0. . 
Rae See 6 cS 4s a OR SOLU VS 2; 75(1) 
Vespar, Mines, Ltd, . ... .. bid zea etiel .14(1) 
Vestor Explorations) td.) caualowe'l ecinl. .33(2) 
Viau Limitediieubal loncuscaroial. aiuidies¥ (4) 
RCo Ante ajc deals lo Wiebe ke eens (4) 
Victoria Algoma Mineral Co. Ltd. ..... .11C1) 
Mictoria:& .Grey Trust. Co.( 19 “oo 35.50(1) 
Victoria & Grey Trust 0; 
POPs One FA, Pe) eta wale nse wes 40.63(1) 
Victoria Wood Development Corp. Ltd. ... (4) 
Victoria Wood Development Corp. Ltd. 
Pr / 2% Cu AS Pray thse? Jaso: 8.13(3) 
Victor(/Mining Corp. thtdanisiittot iano! .08(2) 
VTC VLBA ih ogy 02 La a a oe a .08(3) 
Villacentres’ Lid? ’..bi-f esses sean dD. 9.88(1) 
Vimy Explorations: Ltdiivr. sc0nt) taco. .02(3) 
Visa Bella Inert ’.0 iavizteiavensy Jeeves (4) 
Motcanic Mines *Dtdely. 2 Fie. oy eee .10(3) 
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Voyager Explorations Ltd... 2. ..0....0.. (4) 
Voyager Petroleums'Ltd2oaiM Soave. b: 4.90(1) 
Vulcan Industrial Packaging Limited 9.00(1) 
Wabassoifiantited,.. .oniudieav....! 18.50(2) 
Wabasso Limitee .. CTA). AB) Oe 18.50(2) 
Waco ‘Pettoléums: Ltduihal ommcdiaon bai .02(3) 
NVA Mane Dt a ecdsa saree man ee .01(3) 
Waferboard Corp.. Lid@i5.2. 2102065 16214 1.50(1) 
Wainoco Oil & Chemicals Ltd. ...... 5.63(2) 
Waite Dufault Mines Ltd. ........... .09(2) 
Wajax Uiniitedigoloyoct wo 096s tbe 13.63(1) 
VY ALAX, PATA UC Cran cactus ce weap tn ces noes Lae 13.63(1) 
Walker-Gooderham & Worts Limited, 
Hiram...... OA HOORIGGIO. By 2 42.38(1) 
Wall & Redekop Corporation Ltd. .... 2.75(1) 
Wardair Canada Ltdtt eau) 2a0i (23 1.45(1) 
Warner Investments Ltd., E.C. (Cl. A.).... (4) 
Warner Investnients Ltd., E.C. (Cl. B.).... (4) 
Warner West Dit 2000 R1I0LQES .AcIVL-B.4 43(3) 
Warnock Hersey International Limited ...... 
Dd ohh, tD) ob SIO) QMIDAGS, Dy. 22k 3.65(2) 
Warnock Hersey International Limited 
(hd OU): U Aly EL). rqgng oo Meno ee 10.00(2) 
Warrington Products Ltd. (Pr.)....... 3.50(3) 
Watson*Lake’ Mines bitd. Saini JBL. .04(3) 
Waveconr Development Lidi tw . C le. deal) 
W.C.P. Explorations Ltd). ML 28 Y 2: 10:13(1) 
WeG st « Explorations Ltd. 
(9% Cu. Cv. A> PHT SOnsiolgad Br 30.00(1) 
Webb & Knapp (Canada) Limited ..... 40(2) 
Webb & Knapp (Canada) Limitée ..... .40(2) 
Webbwood Exploration Co. Ltd. ..... L256) 
Webbwood Mobile Home Estates Ltd. ...... 
Sh ES Soins tap pcucie args, AURMUIAON OURO ae 1.00(2) 
Wee-Gee Uranium Mines Ltd..... 2.0... (4) 
Weldwood of Canada Limited ...... 13.50(1) 
Weldwood of Canada Limited (Rt.) ...... (4) 
Welland Consolidated Mining Ltd........ (4) 
Wellington. Bank (ChoAty: Pst, 221, 38(3) 
Wentworth Investment Corporation Ltd. ..... 
Bos aie Sone ne tags oan se ee ee 10.00(2) 
Werner Lake Nickel Mines Ltd........ .01(3) 
Wescorp Industries. Ctdiiuiton tue Sit 5.40(3) 
OVesley IWiMes LAU. o.tea0t s,s hegeeee wees (4) 
Westairs. Mines, Ltd. .. ...-..., Oli2a iM AbgzA, (4) 
Westates Petroleum Company ....... 5.05(3) | 
Westburne International Industries Ltd....... 
Lerietiec geeetiebrer is oe aaa ae ee 10.75(1) 
Westburne’ International Industries Ltd. 
(89% Cur Cy Pr.) OS seul. YOR. 8 36.00(1) 
Westburne International Industries Ltd. 
cc op ilies enim ahesioey Wes Byte oro 8 6.70(2) 
West Canadian Mineral Holdings Ltd. ...... 
mal “srinolaye(! DOO, .- Bm 1.10(1) 
Westcoast Petroleum. .Ltd.19 -ALt 2 avs 10.13(0) 
Westcoast Petroleum Ltd. (6% Cu. Pr.)...... 
Seat tah eo ee ye eee. 30.00(2) 
West Coast Resources.Ltd. DLL eauimoas .06(1) 
Westcoast Transmission Co. Ltd. .... 25.88(1) 
Westcoast Transmission Co. Ltd. (Wt.)...... 
Oe Nn eee gah ae Sok Sane See rn 6.69(1) 
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Westcoast Transmission Co. Ltd. (Rts.) ..... 


Jnpnee hdepemas te sng steee LO DA SEM OMSL £1 .16(1) 
Westeel-Rosco Limited ......2..... 13.88(1) 
Westeel-Rosco. Limitée .(.4. 0) a0). 13.88(1) 
Western Allenbee Oil & Gas Company 

LAG... io oie. 5 SOL OMe. ISH .23(3) 
Western & Texas Oil Co. Ltdi owes oan. (4) 
Western Broadcasting Co. Ltd. ..... 12.13(1) 
Western Broadcasting Co. Ltd. 

(5-3/4%, @a,. Cy. Pr) into, 26 QRbOs 36.00(1) 
Western-Buff Mines & Oils Ltd... ..... .07(1) ° 
Western Canadian Seed Processors Ltd... .... 

Ray lee ee ee ts rieaadeas. ».04250(1) 
Western Decalta Petroleum Ltd....... 6.55(1) 
Western Exploration Company Ltd. .... .12(2) 
iW éstern, Mines. Ltdé, vind o36] 0. 2m < 2.55(1) 
Western Quebec Mines Co. Ltd... .... .10(1) 
Western Realty Projects Limited ..... 7.13(1) 
Western Standard Silver Mines Ltd. ..... 10(1) 
Western Supplies Ltd. (Cl. A. Cu. Cv.) 22... 

.. AGLIB LOGI.) .¢.:, SOMRIGIIIA . 9.00(1) 
Western Tin Mines Ltd... 22.0.0... 1022) — 
Western Warner Oils Limited ........ A7(1) 
Westfair Foods Ltd. (Cl. A.) ....... 26.50(2) 
Westfair Foods Ltd. (7% Cu. Pr.).... 19.00(3) 
Westfield Minerals Ltd: 2... 2s .96(1) 
Westfield Minerals Ltd. (Wt.) ........ 48(2) 
West Hill Enterprises & Mining Ltd. ... .10(2) 
West Indies Plantation Ltd. ......... 1.75(2) 
West Indies Plantation Ltd. (Cl. A.) ... 3.25(2) 
Westinghouse Canada Limited. ..... 14.50(1) 
Westinghouse Canada Limitée..... -. 14.501) 
Westland .Mines Ltdovisnomia eiinuy!, m0 .08(2) 
Weston Limited, George stv. ...... 18.00(1) 
Weston Limited, George (4-1/2% Cu. Pr.).... 

BS sa wuaeien -Ataeh Ep petndeattaee: COICMIAL, 66.50(1) 
Weston Limited, George (6% Cu. Pr.) 2.0... 

Bo casppiinet evel able RBI ao: UO), O2Mhc).. 82.00(1) 
West Red Lake Gold Mines Ltd... ..... , (4) 
Westview Investment Corporation Ltd...:... 

ba te cid ep ded RAMI. SOL 3oo}em0:).B 2.08(3) 
Westville. Mines LtdsisiownoJ. 1sqd0.) eatin (4) 
West Wasa Mines Ltd... 2. eee ee. .08(3) 
Whim Creek Consolidated (No Liability) .... 

oe 4s, ROLLE ROGEO Ds: «x's cise ve a (4) 
Whipsaw .Mines Limited :.0.5 .08..00.0G.1 .10(2) 
Whistler Petreleumsdotd:-........ . Dai 32(1) 
White Pass & Yukon Corp. Ltd. .... 10.00(1) 
White. .Pass...& »eYukomsuCormeiimgltd. 

(6-3/4%,. Cu. A. Pr)msgenel, aba. 22.00(2) 
White Pass & Yukon Corp. Ltd. (Wt.) 2.2... 

BY ia isa: eile ear Bede ssiaseniend © ee ee .76(2) 
White Riven Mines: btdii.2 icamizevnh aa .28(1) 
White Star Copper Mines Ltd......... .14(2) 
Whitehorse Copper Mines Ltd.) ... 2... 1.75(1) 
Whiterock Estates Development 

Corporation Limitedeu:@. Uitt omed. 14.:38(1) 
Whitesail .Mines. Ltdit. 2901: 9itagivl. neji (4) 
Whitey Wilson Oil & Gas Ltd. 22... 5. .31(3) 
Whonnock Industries Limited (Cl. A.) 2.0... 

Il... oil insmiesval ieracivers. 13.50(1) 
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Mobo. «us . sralieD. asewR? 14.00(1) 
Wilco Mining Go. Ltd... on.) ede. .15(1) 
WildoroMines! wotiiiesH,) PRAevinU sik .01(3) 
Wiley Oilfield Hauling Ltd... ....... 7.00(1) 
Williams Creek Gold Quartz Mining 

Cece w, tn o bos. snsilliw oho. 995 46(1) 
Willow Lake Mines Ltd........ 0.00000. (4) 
Willroy Mines Ltd...... 191200W Yo 925 .70(1) 
Wilshire Oil Company of Texas......... (4) 
Wilson Red Lake Gold Mines Ltd........ (4) 
Winco Steak & Burger — Restaurants 

Liatited Hie tare) iia Sindh Oh Hood) 
Windermere Exploration Limited ...... .20(1) 
Windfall Oils & Mines Ltd. .......... 09(2) 
Win-Eldrich Mines Ltd. .....0.0..000.. .09(1) 
‘Winnipeg Supply & Fuel Co. Ltd. .... 8.50(3) 

Win West Oil & Mining Ltd. ........ .25(2) 
Wisconsin Mining Company Ltd....... 101) 
Wolf;Creek' Mines: Ltds:. lsqulh Quek feign’ (4) 
Wood, Alexander Ltd. 2.0.00... ileeii2163(3) 
Wood-Croesus Gold Mines Ltd... 2.0... . 02(3) 
Woodford Investment Ltd. (Cl. A.) 2.2.5. (4) 
Woodford Investment Ltd. (Cl. B.).. . « 2.00(1) 
Woodward Stores Limited. ...... imo 25.00(1) 
Worldwide Energy Company Ltd. .... 2.16(2) 
Woshis (htd sits out ve aaa . 71 X2) 
Wrightbar Mines Limited ........... .30(2) 
Wright-Hargreaves Mines Ltd... 2.2... aS(1) 
xomia! fotd (0) cetemadsve ishS nowshed 4.05(1) 
XoinalSe Ws¥i cyovahihiceielabeaigy 4.05(1) 
F¥ia& Re Properties Lids eit wii we 6.75(1) 
Yankee Canuck Oil and Mining 

Corprdbtd netentiacsiDoyiizievial veoss .04(3) 
Yarandry Silver Mines Ltd... ...... 4. 50.(3) 
Yellorex Mines Ltd... 2... 0.00. ees .13(3) 
Yellowknife Base Metals Ltd. ......0. 00. (4) 
Yellowknife Bear Mines Ltd......... 4.40(1) 
Yorbeats Mines#incs eiiivy, eae yas -.05(3) 
York Lambton Corporation Limited 

(Chae weit: yiresviaU. < .80(2) 
York Lambton Corporation Limited 

([HAB riko? ksiuGkved baa ine ik (4) 
Young-Davidson Mines Ltd. ......... .16(3) 
Young: Mines’ Ltd.) HeGsicannsiis Wasi« 06(2) 
Young-Shannon Gold Mines Ltd....... .01(3) 
Yreka Minesskidsiie: snaiwwihvweTy - m6 2k 7(2) 
Yukon Consolidated Gold Corp. Ltd. ....... 

ehh GIA wads ies U2. SRS Ooi 1.10(2) 
Yukon Properties Limited ats. Disiwerusc (4) 
Yukon Revenue Mines Limited ....... .12(2) 
Zahamy MinesiLtdsit «zis! oaoho4d 2.38(2) 
Zeller’ ssbidisp een howe .Se8to Sh 17.00(1) 
Zeller’s Ltd. (4-1/2% Cu. Pr.) 2... 34.00(1) 
Zenith Electric Supply Ltd... 2. ookes 2.35(1) 
Zenith Mining Corporation Ltd........ .27(1) 
Zenmac Metal Mines Limited ........ .06(2) 
Zinat! Mines! Limited 2... s.crain\. sts. a 5(2) 
Aodiac LAds (ShiA. praetiuh. aie Are 1.90(1) 
Zomiad 11é¢: (Gat! (AL). viicrevin J. sisi2. 8 1.90(1) 
Zodiad’ Mines Ltdy yi .ciesoeialt. ail (4) 
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Zulapa Mining Corporation Ltd........ 112(1) 


PROCLAMATION FIXING VALUATION DAYS 
History: This proclamation was first issued in the Canada Gazette, 
Part I, April 29, 1972, and on consolidation was included as chapter 
946 of the Consolidated Regulations of Canada, proclaimed in force 
August 15, 1979, by P.C. 1979-1934, July 19, 1979, Canada Ga- 
zette, Part I, August 8, 1979. 


Know You that We, by and with the advice of Our 
Privy Council for Canada, do by this Our 
Proclamation 


(a) fix December 22, 1971 as the day in relation 
to any property referred to in paragraph 24(a) of 
the Income Tax Application Rules for the pur- 
poses of subdivision c of Division B of Part I of 
the Income Tax Act; and 


(b) fix December 31, 1971 as the day in relation 
to any property referred to in paragraph 24(b) of 
those Rules for the purposes of that subdivision. 


History: Proclamation amended by P.C. 1994-1817, s. 48, Novem- 
ber 1, 1994, Canada Gazette, Part Il, November 30, 1994, 


Schedule VIIl — Universities 
outside Canada 


History: Schedule I was consolidated and retitled Schedule VIII, 
by the Consolidated Regulations of Canada, chapter 945, pro- 
claimed in force August 15, 1979, by P.C. 1979-1934, July 19, 
1979, Canada Gazette, Part II, August 8, 1979. 


Interpretation Bulletins: [T-516R2: Tuition tax credit. 


1. The universities situated in the United States of 
America that are prescribed by section 3503 are the 
following: 


Abilene Christian University, Abilene, Texas 

Adams State College, Alamosa, Colorado 

Alfred University, Alfred, New York 

Ambassador University, Big Sandy, Texas 

American College, The, Bryn Mawr, 
Pennsylvania 

American Film Institute Center for Advanced 
Film and Television Studies, Los Angeles, 
California , 

American Graduate School of International Man- 
agement, Glendale, Arizona 

American International College, Springfield, 
Massachusetts 

American University, The, Washington, District 
of Columbia 

American University in Cairo, The, New York, 
New York 

Amherst College, Amherst, Massachusetts 

Anderson College, Anderson, South Carolina 

Andover Newton Theological School, Newton 
Centre, Massachusetts 

Andrews University, Berrien Springs, Michigan 

Anna Maria College (formerly Anna Maria Col- 
lege for Women), Paxton, Massachusetts 

Arizona State University, Tempe, Arizona 


2557 


Reg. 

Sch. VII 

Asbury Theological Seminary, Wilmore, 
Kentucky 

Associated Mennonite Biblical Seminary, Elk- 
hart, Indiana 

Atlantic Union College, South Lancaster, 
Massachusetts 

Augsburg College, Minneapolis, Minnesota 

Azusa Pacific College, Azusa, California 

Babson College, Babson Park, Massachusetts 

Baldwin-Wallace College, Berea, Ohio 

Bard College, Annandale-on-Hudson, New York 

Barnard College, New York, New York 

Bates College, Lewiston, Maine 

Bastyr University, Seattle, Washington 

Beloit College, Beloit, Wisconsin 

Bennington College, Bennington, Vermont 

Bentley College, Waltham, Massachusetts 

Beth Medrash, Govoha, Lakewood, New Jersey 

Bethel College, Mishawaka, Indiana ) 

Bethel College and Seminary, St. Paul, 
Minnesota 

Bethel College, North Newton, Kansas 

Biola University, LaMirada, California 

Bob Jones University, Greenville, South Carolina 

Bluffton College, Bluffton, Ohio 

Boston College, Chestnut Hill, Massachusetts 

Boston University, Boston, Massachusetts 

Bowdoin College, Brunswick, Maine 

Bowling Green State University, Bowling Green, 
Ohio 

Brandeis University, Waltham, Massachusetts 

Brigham Young University — Hawaii Campus, 
Laie, Hawaii 

Brigham Young University, Provo, Utah. 

Brown University, Providence, Rhode Island 

Bryn Mawr College, Bryn Mawr, Pennsylvania 

Bucknell University, Lewisburg, Pennsylvania 

California Institute of Technology, Pasadena, 
California 

Calvin College, Grand Rapids, Michigan 

Calvin Theological Seminary, Grand Rapids, 
Michigan 

Canisius College, Buffalo, New York 

Carleton College, Northfield, Minnesota 

Carnegie-Mellon University, Pittsburgh, 
Pennsylvania . 

Carroll College, Waukesha, Wisconsin 

Case Western Reserve University, Cleveland, 
Ohio 

Catholic University of America, The, Washing- 
ton, District of Columbia 

Cedarville College, Cedarville, Ohio 

Central Michigan University, Mount Pleasant, 
Michigan 

Central Yeshiva Tomchei Tmimim-Lubavitch, 
Brooklyn, New York 

City University, Bellevue, Washington 

Claremont McKenna College, Claremont, 
California 

Clark University, Worcester, Massachusetts 

Clarkson University, Potsdam, New York 
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Colby College, Waterville, Maine 

Colby-Sawyer College, New London, New 
Hampshire . 

Colgate University, Hamilton, New York 

College of New Rochelle, New Rochelle, New 
York 

College of William and Mary, Williamsburg, 
Virginia 

College of Wooster, The, Wooster, Ohio 

Colorado College, The, Colorado Springs, 
Colorado 

Colorado School of Mines, Golden, Colorado 

Colorado State University, Fort Collins, Colorado 

Columbia International University, Columbia, 
South Carolina 

Columbia Pacific University, San Rafael, 
California 

Columbia Union College, Takoma Park, 
Maryland . 

Columbia University in the City of New York, 
New York, New York 

Concordia College, Moorhead, Minnesota 

Connecticut College, New London, Connecticut 

Cornell. University, Ithaca, New York 

Covenant College, Lookout Mountain, Tennessee 

Creighton University, Omaha, Nebraska 

Curtis Institute of Music, The, Philadelphia, 
Pennsylvania 

Dallas Theological Seminary, Dallas, Texas 

Dana College, Blair, Nebraska 

Dartmouth College, Hanover, New Hampshire 

Denison University, Granville, Ohio— 

De Paul University, Chicago, Illinois 

De Pauw University, Greencastle, Indiana 

Detroit College of Law, Detroit, Michigan 

Divinity School, The, Rochester, New York 

Dordt College, Sioux Center, lowa 

Drake University, Des Moines, Iowa 

Drew University, Madison, New Jersey 

Drury College, Springfield, Missouri 

Duke University, Durham, North Carolina 

Earlham College, Richmond, Indiana 

Eastern Baptist Theological Seminary, The, pbs; 
adelphia, Pennsylvania 

Eastern Mennonite College, Hirfisonbikes 
Virginia 

Eastern Washington University, Cheney, 
Washington 

Eckerd College, St. Petersburg, Florida 

Ecumenical Theological Center, 
Michigan 

Elmira College, Elmira, New York 

Emerson College, Boston, Massachusetts 

Emmanuel School of Religion, Johnson City, 
Tennessee 

Emmaus Bible College, Dubuque, lowa 

Emory University, Atlanta, Georgia 

Ferris State University, Big Rapids, Michigan 

Florida Atlantic University, Boca Raton, Florida 

Florida State University, Tallahassee, Florida 

Fordham University, New York, New York 


Detroit, 
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Franciscan University of Steubenville, Steuben- 
ville, Ohio 

Fresno Pacific College, Fresno, California 

Fuller Theological Seminary, Pasadena, 
California 

GMI Engineering & Management Institute, Flint, 
Michigan 

Gallaudet College, Washington, District of 
Columbia 

Geneva College, Beaver Falls, Pennsylvania 

Georgetown University, Washington, District of 
Columbia 

George Washington University, The, Washing- 
ton, District of Columbia 

Georgia Institute of Technology, Atlanta, 
Georgia 

‘Goddard College, Plainfield, Vermont 

God’s Bible School and College, Cincinnati, 
Ohio 

Gonzaga University, Spokane, Washington 

Gordon College, Wenham, Massachusetts 

Gordon-Conwell Theological Seminary, South 
Hamilton, Massachusetts 

Goshen College, Goshen, Indiana 

Grace University, Omaha, Nebraska 

Graceland College, Lamoni, Iowa 

Greenville College, Greenville, Illinois 

Grinnell College, Grinnell, lowa 

Gustavus Adolphus College, St. Peter, Minnesota 

Hamilton College, Clinton, New York 

Hampshire College, Amherst, Massachusetts 

Harvard University, Cambridge, Massachusetts 

Hebrew Union College — Jewish Institute of Re- 
ligion, Cincinnati, Ohio 

Hebrew Union College — Jewish Institute of Re- 
ligion, Los Angeles, California 

Hebrew Union College — Jewish Institute of Re- 
ligion, New York, New York 

Herman M. Finch University of Health Sciences, 
The/The Chicago Medical School, North Chi- 
cago, Illinois 

Hillsdale College, Hillsdale, Michigan 

Hobe Sound Bible College, Hobe Sound, Florida 

Hollins College, Hollins College, Virginia 

Holy Trinity Orthodox Seminary, The, 
Jordanville, New York 

Hood College, Frederick, Maryland 

Hope College, Holland, Michigan 

Houghton College, Houghton, New York 

Huntington College, Huntington, Indiana 

Illinois Institute of Technology, Chicago, [linois 

Indiana University, Bloomington, Indiana 

Iowa State University of Science and Technol- 
ogy, Ames, lowa 

Ithaca College, Ithaca, New York 

Jamestown College, Jamestown, North Dakota 

Jewish Theological Seminary of America, The, 
New York, New York 

Johns Hopkins University, The, Baltimore, 
Maryland 

Kansas State University, Manhattan, Kansas 
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Lafayette College, Easton, Pennsylvania 

Lake Superior State University, Sault Ste. Marie, 
Michigan 

Lawrence Technological University, Southfield, 
Michigan 

Lehigh University, Bethlehem, Pennsylvania 

Leland Stanford Junior University (Stanford Uni- 
versity), Stanford, California 

Le Moyne College, Syracuse, New York 

Le Tourneau College, Longview, Texas 

Liberty Baptist College, Lynchburg, Virginia 

Life Chiropractic College, Marietta, Georgia 

Life Chiropractic College-West, San Lorenzo, 
California 

Logan College of Chiropractic, St. Louis, 
Missouri 

Loma Linda University, Loma Linda, California 

Louisiana State University, Baton Rouge, 
Louisiana 

Loyola University, Chicago, Ilinois 

Lutheran Bible Institute of Seattle, Issaquah, 
Washington 

Macalester College, St. Paul, Minnesota 

Maharishi University of Management, Fairfield, 
Iowa 

Manhattanville College, Purchase, New York 

Mankato State University, Mankato, Minnesota 

Marquette University, Milwaukee, Wisconsin 

Marymount College, Tarrytown, New York 

Massachusetts Institute of Technology, Cam- 
bridge, Massachusetts 

Mayo Foundation, Rochester, Minnesota 

Mayo Graduate School of Medicine, Rochester, 
Minnesota 

Meadville-Lombard Theological School, Chi- 
cago, Illinois 

Medical College of Pennsylvania and 
Hahnemann. University, The, Philadelphia, 
Pennsylvania 

Mercyhurst College, Erie, Pennsylvania 

Mesivta Yeshiva Rabbi Chaim Berlin, Brooklyn, 
New York 

Messiah College, Grantham, Pennsylvania 

Miami University, Oxford, Ohio 

Michigan State University, East Lansing, 
Michigan 

Michigan Technological University, Houghton, 
Michigan 

Middlebury College, Middlebury, Vermont 

Mills College, Oakland, California 

Minot State University, Minot, North Dakota 

Mirrer Yeshiva Central] Institute, Brooklyn, New 
York 

Montana State University, Bozeman, Montana 

Montana Tech of the University of Montana, 
Butte, Montana 

Moody Bible Institute, Chicago, Illinois 

Moravian College, Bethlehem, Pennsylvania 

Mount Holyoke College, South Hadley, 
Massachusetts 
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Mount | Ida Newton | Centre, 
Massachusetts 

Mount Vernon College, Washington, District of 
Columbia 

Multnomah Bible College, Portland, Oregon 

Nasson College, Springvale, Maine 

National College of Chiropractic, The, Lombard, 
Illinois 

Nazarene. Bible College, Colorado Springs, 
Colorado a 

Nazarene. Theological Seminary, Kansas City, 
Missouri 

Nebraska Wesleyan 
Nebraska 
Ner Israel Rabbinical College, Baltimore, 

Maryland 

New. England College, 
Hampshire 

New York University, New York, New York 

Niagara University, Niagara, New York 

North American Baptist Seminary, Sioux Falls, 
South Dakota 

North Carolina State University at Raleigh, Ra- 
leigh, North Carolina 

North Central College, Naperville, Illinois. 

North Dakota State University of Agriculture and 
Applied Science, Fargo, North Dakota — 

Northeastern University, Boston, Massachusetts 

Northrop Institute of Technology, Inglewood, 
California 

Northwest College, Kirkland, Washington 

Northwestern College, Orange City, lowa 

Northwestern College, St. Paul, Minnesota 

Northwestern University, Evanston, Illinois 

Northwood Institute, Midland, Michigan 

Nyack Missionary College, Nyack, New York 

Oakland University, Rochester, Michigan 

Oakwood College, Huntsville, Alabama 

Oberlin College, Oberlin, Ohio 

Ohio College of Podiatric Medicine, Cleveland, 
Ohio 

Ohio State University, The, Columbus, Ohio 

Ohio University, Athens, Ohio 

Old Dominion University, Norfolk, Virginia 

Oral Roberts University, Tulsa, Oklahoma 

Oregon State University, Corvallis, Oregon 

Ottawa University, Ottawa, Kansas 

Pace University, New York; New York 

Pacific Graduate School of Psychology, Menlo 
Park, California 

Pacific Lutheran 
Washington 

Pacific Union College, Angwin, California 

Pacific University, Forest Grove, Oregon 

Palm Beach Atlantic College, West Palm Beach, 
Florida 

Palmer College of Chiropractic, Davenport, lowa 

Palmer College of Chiropractic-West, Sunnyvale, 
California 

Park College, Kansas City, Missouri 

Parsons School of Design, New York, New York 


College, 


University, Lincoln, 


Henniker, New 


University, daboma, 
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Pennsylvania College of Podiatric Medicine, 
Philadelphia, Pennsylvania 

Pennsylvania State University, The, University 
Park, Pennsylvania 

Philadelphia College of Bible, hanghorne, 
Pennsylvania 

Philadelphia College of Textiles and Science, 
Philadelphia, Pennsylvania 

Pine Manor College, 
Massachusetts 

Pomona College, Claremont, California 

Princeton Theological Seminary, Princeton, New 
' Jersey 

Princeton University, Princeton, New Jersey 


Chestauts Hill, 


Principia College, The, Elsah, Illinois 


Providence College, Providence, Rhode Island 

Puget Sound Christian College ... A college of 
the Bible, Edmonds, Washington 

Purdue University, Lafayette, Indiana 

Rabbinical College of America, Morristown, 
New Jersey 

Rabbinical College ei Long Island, Long Beach, 
New York 

Rabbinical Seminary of teri Forest Hills, 
New York 

Radcliffe College, Cambridge, Massachusetts 

Reed College, Portland, Oregon 

Reconstructionist Rabbinical College, Wyncote, 
Pennsylvania 

Reformed Bible. College, 
Michigan fi 

Reformed Theological Seminary, . Jackson, 
Mississippi 

Rensselaer Polytechnic Institute, Troy, New York 

Rice University, Houston, Texas 

Ripon College, Ripon, Wisconsin 

Roberts Wesleyan College, North Chili, New 
York 

Rochester Institute of Technology, Rochester, 
New York 

Rockefeller University, New York, New York 

Rush University, Chicago, [linois 

Rutgers — The State University, New Bruns- 
wick, New Jersey 

St. John’s College, Annapolis, Maryland 

St. John’s College, Santa Fe, New Mexico 

St. John’s University, Jamaica, New York 

St. Lawrence University, Canton, New York 

Saint Louis University, St. Louis, Missouri - 

Saint Mary-of-the-Woods. College, Saint Mary- 
of-the-Woods, Indiana 

Saint Mary’s College, Notre Dame, Indiana 

St. Mary’s University of San Antonio, San 
Antonio, Texas 

Saint Olaf College, Northfield, Minnesota 

St. Vladimir’s Orthodox Theological Seminary, 
Crestwood, New York 

San Francisco State College, San Francisco, 
California 

San Jose State College, San Jose, Galifomia 

Sarah Lawrence College, Bronxville, New York 


Grand Rapids, 
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Scripps College, Claremont, California 

Scripps Research Institute, The, La Jolla, 
California 

Seattle Pacific University, Seattle, Washington 

Seattle University, Seattle, Washington 

Sherman College of Straight Chiropractic, Spar- 
tanburg, South Carolina 

Simmons College, Boston, Massachusetts 

Simpson Coilege, Indianola, Iowa 

Simpson College, Redding, California 

Skidmore College, Saratoga Springs, New York 

Smith College, The, Northampton, Massachusetts 

South Dakota School of Mines and Technology, 
Rapid City, South Dakota 

Southern College of Seventh-Day Adventists, 
Collegedale, Tennessee 

Southern Illinois University of Carbondale, Car- 
bondale, [linois 

Southern Methodist University, Dallas, Texas 

Southwestern Adventist College, Keene, Texas 

Spring Arbor College, Spring Arbor, Michigan 

Springfield College, Springfield, Massachusetts 

State University College at Oswego, Oswego, 
New York 

State University College at Potsdam, Potsdam, 
New York 

State University of New York at Binghamton, 
Binghamton, New York 

State University of New York at Buffalo, Buf- 
falo, New York 

State University of New York College of Arts 
and Science at Plattsburgh, Plattsburgh, New 
York 

Stephens College, Columbia, Missouri 

Stevens Institute of Technology, Hoboken, New 
Jersey 

Sunbridge College, Chestnut Ridge, New York 

Swarthmore College, Swarthmore, Pennsylvania 

Syracuse University, Syracuse, New York 

Tabor College, Hillsboro, Kansas 

Talmudical Yeshiva of Philadelphia, Philadel- 
phia, Pennsylvania 

Taylor University, Upland, Indiana 

Teachers College, Columbia University, New 
York, New York 

Telshe Yeshiva Rabbinical College of Telshe, 
Inc., Wickliffe, Ohio 

Telshe Yeshiva-Chicago, Rabbinical College of 
Telshe-Chicago, Inc., Chicago, Illinois 

Temple Buell College, Denver, Colorado 

Temple University, Philadelphia, Pennsylvania 

Texas Chiropractic College, Pasadena, Texas 

Thomas Aquinas College, Santa Paula, California 

Touro College, New York, New York 

Trinity Bible College, Ellendale, North Dakota 

Trinity Christian College, Palos Heights, [linois 

Trinity College, Dunedin, Florida 

Trinity College, Hartford, Connecticut 

Trinity Episcopal School for Ministry, Ambridge, 
Pennsylvania 
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Trinity Evangelical Divinity: School, Deerfield, 
Illinois 

Trinity University, San Antonio, Texas 

Tufts University, Medford, Massachusetts 

Tulane University, New Orleans, Louisiana 

Union College, Lincoln, Nebraska 

Union College, Schenectady, New York 

Union Institute, The, Cincinnati, Ohio 

Union Theological Seminary, New York, New 
York 

University of Alabama at Birmingham, The, Bir- 
mingham, Alabama 

University of Arizona, The, Tucson, Arizona 

University of Arkansas at Little Rock, Little 
Rock, Arkansas 

University of California, Berkeley, California 

University of California, Davis, California 

University of California, Irvine, California 

University of California, Los Angeles, California 

University of California, Riverside, California 

University of California, San Diego, California 

University of California, San Francisco, 
California 

University of California, Santa Barbara, 
California 

University of California, Santa Cruz, California 

University of Central Florida, Orlando, Florida 

University of Chicago The, Chicago, Illinois 

University of Cincinnati, Cincinnati, Ohio 

University of Colorado, Boulder, Colorado 

University of Delaware, Newark, Delaware 

University of Denver, Denver, Colorado 

University of Detroit, Detroit, Michigan 

University of Dubuque, Dubuque, Iowa 

University of Florida, Gainesville, Florida 

University of Georgia, The, Athens, Georgia 

University of Hawaii, Honolulu, Hawaii 

University of Houston, Houston, Texas 

University of Idaho, Moscow, Idaho 

University of Illinois, Urbana, Illinois 

University of Iowa, lowa City, Iowa 

University of Judaism, Los Angeles, California 

University of Kansas, Lawrence, Kansas 

University of Kentucky, Lexington, Kentucky 

University of Maine, Orono, Maine 

University of Maryland, College Park, Maryland 

University of Massachusetts at Amherst, Am- 
herst, Massachusetts 

University of Miami, Coral Gables, Florida 

University of Michigan, The, Ann Arbor, 
Michigan 

University of Minnesota, Minneapolis, Minnesota 

University of Missouri, Columbia, Missouri 

University of Montana-Missoula, The, Missoula, 
Montana 

University of Nebraska, The, Lincoln, Nebraska 

University of Nevada-Reno, Reno, Nevada 

University of North Carolina at Chapel Hill, 
Chapel Hill, North Carolina 

University of North Dakota, Grand Forks, North 
Dakota 
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University of North Texas, Denton, Texas 

University of Notre Dame du Lac, Notre Dame, 
Indiana é 

University of Oklahoma, Norman, Oklahoma 

University of Oregon, Eugene, Oregon 

University of Pennsylvania, Philadelphia, 
Pennsylvania 

University of Pittsburgh, Pittsburgh, 
Pennsylvania 

University of Portland, Portland, Oregon 

University of Rhode Island, Kingston, Rhode 
Island . 

University of Rochester, Rochester, New York 

University of San Diego, San Diego, California 

University of Santa Clara, Santa Clara, California 

University of Southern California, Los Angeles, 
California 

University of Texas, Austin, Texas 

University of the Ozarks, Clarksville, Arkansas 

University of the Pacific, Stockton, California 

University of the South, The, Sewanee, 
Tennessee . 

University of Tulsa, Tulsa, Oklahoma 

University of Utah, Salt Lake City, Utah 

University of Vermont and State Agricultural 
College, Burlington, Vermont 

University of Virginia, Charlottesville, Virginia 

University of Washington, Seattle, Washington 

University of Wisconsin, Madison, Wisconsin 

Utah State University of Agriculture and Applied 
Science, Logan, Utah 

Valparaiso University, Valparaiso, Indiana 

Vanderbilt University, Nashville, Tennessee 

Vassar College, Poughkeepsie, New York 

Villanova University, Villanova, Pennsylvania 

Wagner College, Staten Island, New York 

Wake Forest University, Winston-Salem, North 
Carolina 

Walla Walla College, College Place, Washington 

Washington and Lee University, Lexington, 
Virginia 

Washington Bible College, Lanham, Maryland 

Washington State University, Pullman, 

' Washington 

Washington University, St. Louis, Missouri 

Wayne State University, Detroit, Michigan 

Wellesley College, Wellesley, Massachusetts 

Wesleyan University, Middleton, Connecticut 

Western Baptist College, Salem, Oregon 

Western Conservative Baptist Seminary, Port- 
land, Oregon 

Western Michigan University, Kalamazoo, 
Michigan 

Western States Chiropractic College, Portland, 
Oregon 

Western Washington University, Bellingham, 
Washington 

Westminster Theological Seminary, Philadelphia, 
Pennsylvania 

Westminster Theological Seminary in California, 
Escondido, California 
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Wheaton College, Norton, Massachusetts 

Wheaton College, Wheaton, Illinois . 

Whitman College, Walla Walla, Washington 

Whittier College, Whittier, California 

Whitworth College, Spokane, Washington 

William Tyndale College, Farmington Hills, 
Michigan 

Williams College, Williamstown, Massachusetts 

Wittenberg University, Springfield, Ohio 

Yale University, New Haven, Connecticut 

Yeshiva Ohr Elchonon Chabad/West Coast Tal- 
mudic Seminary, Los Angeles, California 

Yeshiva University, New York, New York 

Yeshiva University of Los Angeles, Los Angeles, 
California 


History: S. 1 amended by P.C. 1997-1041, subsecs. -1(1), (2), July 
25, 1997, Canada Gazette, Part II, August 20, 1997, to add the fol- 
lowing (applicable to 1996 et seq.): 


Bastyr University, Seattle, Washington 

City University, Bellevue, Washington 

Columbia International University, Columbia, South Carolina 

Eckerd College, St. Petersburg, Florida 

Grace University, Omaha, Nebraska 

Herman M. Finch University of Health Sciences, The/The Chi- 
cago Medical School, North Chicago, Illinois 

Montana Tech of the University of Montana, Butte, Montana 

Multnomah Bible College, Portland, Oregon 

Parsons School of Design, New York, New York 

nion College, Lincoln, Nebraska 

niversity of California, Davis, California 

niversity of California, Irvine, California 

niversity of California, Los Angeles, California 

niversity of California, Riverside, California 

niversity of California, San Diego, California 

niversity of California, Santa Barbara, California 

niversity of California, Santa Cruz, California 

University of Montana-Missoula; The, Missoula, Montana 

University of North Texas, Denton, Texas 


ec Gic Gre eie 


and delete the following (applicable to 1996 et seq.): 


Antioch University, New York, New York 

Bastyr College, Seattle, Washington 

Briarcliff College, Briarcliffe Manor, New York 

Columbia Bible College & Seminary, Columbia, South 
Carolina 

Dropsie University, The, Philadelphia, Pennsylvania 

George Williams College, Downers Grove, Illinois 

Grace College of the Bible, Omaha, Nebraska 

Montana College of Mineral Science and Technology, Butte, 
Montana 

Multnomah School of the Bible, Portland, Oregon 

Ricker College, Houlton, Maine 

Rosemead Graduate School of Psychology, Rosemead, 
California 

University of Health Sciences/The Chicago Medical School, 
Chicago, Illinois 

University of Montana, Missoula, Montana 

Western Evangelical Seminary, Portland, Oregon 

Westminster Choir College, Princeton, New Jersey. 


S. 1 amended by P.C. 1996-632, subsecs. 1(1), (2), April 30, 1996, 
Canada Gazette, Part Il, May 15, 1996, to add the following (appli- 
cable after 1994): 


Alfred University, Alfred, New York 

Colby-Sawyer College, New London, New Hampshire 
College of New Rochelle, New Rochelle, New York 

Florida State University, Tallahassee, Florida 

Holy Trinity Orthodox Seminary, The, Jordanville, New York 
Lawrence Technological University, Southfield, Michigan 
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Maharishi University of Management, Fairfield, Iowa 

Medical College of Pennsylvania and Hehnemann University, 
The Philadelphia, Pennsylvania 

Mercyhurst College, Erie, Pennsylvania 

Rush University, Chicago, Illinois 

Simpson College, Redding, California 

Southern College of Seventh-Day Adventists; Collegedale, 
Tennessee 

Westminster Theological Seminary in California, Escondido, 
California 


and delete the following (applicable after 1994): 
Maharishi International University, Fairfield, Iowa 
Medical College of Pennsylvania, Philadelphia, Pennsylvania 


S. 1 amended by P.C. 1995-581, s. 1, April 4, 1995, Canada Ga- 
zette, Part I, April 19, 1995, to add the following (applicable after 
1993): 

Ambassador University, Big Sandy, Texas 

Columbia Union College, Takoma Park, Maryland 

Detroit College of Law, Detroit, Michigan 

Divinity School, The, Rochester, New York 

Emmanuel School of Religion, Johnson City, Tennessee 

Meadville-Lombard Theological School, Chicago, Illinois 

Oakwood College, Huntsville, Alabama 

Scripps Research Institute, The, La Jolla, California 

University of the South, The, Sewanee, Tennessee 


S. 1 amended by P.C. 1994-866, subsec. 1(1), May 26, 1994, Can- 
ada Gazette, Part II, June 15, 1994, to add the following (applicable 
after 1992): 


Associated Mennonite Biblical Seminary, Elkhart, Indiana 
Bluffton College, Bluffton, Ohio 

Clark University, Worcester, Massachusetts 

Ecumenical Theoiogical Center, Detroit, Michigan 
Nebraska Wesleyan University, Lincoln, Nebraska 
Northwestern College, Orange City, lowa 

Sunbridge College, Chestnut Ridge, New York 

Union Institute, The, Cincinnati, Ohio 

University of Georgia, The, Athens, Georgia 

University of Judaisrn, Los Angeles, California 

Wake Forest University, Winston-Salem, North Carolina 
Wheaton College, Norton, Massachusetts 


S. 1 amended by the said P.C. 1994-866, subsec. 1(2), by repealing 
the following (applicable after 1992): 


Goshen Biblical Seminary, Elkhart, Indiana 

Mennonite Biblical Seminary, Elkhart, Indiana 

Union for Experimenting Colleges and Universities, The, Cin- 
cinnati, Ohio 


S. 1 amended by P.C. 1993-901, May 4, 1993, Canada Gazette, Part 
II, May 19, 1993, to add the following (applicable after 1991): 


American Film Institute Center for Advanced Film and Televi- 
sion Studies, Los Angeles, California 

Calvin Theological Seminary, Grand Rapids, Michigan 

St. John’s University, Jamaica, New York 

Saint Olaf College, Northfield, Minnesota 


S. 1 amended by P.C. 1992-1108, s. 1, May 21, 1992, Canada Ga- 
zette, Part II, June 3, 1992 to add the following (applicable after 
1990): 


Baldwin-Wallace College, Berea, Ohio 

Bastyr College, Seattle, Washington 

Earlham College, Richmond, Indiana 

Lutheran Bible Institute of Seattle, Issaquah, Washington 
North Central College, Naperville, Illinois 

Rabbinical College of Long Island, Long Beach, New York 
Scripps College, Claremont, California 

Trinity Bible College, Ellendale, North Dakota 

University of California, San Francisco, California 
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S. 1 amended by P.C. 1991-467, s. 1, March 14, 1991, Canada Ga- 
zette, Part Il, March 27, 1991 (applicable after 1989) to add the 
following: ) 
Anderson College, Anderson, South Carolina 
De Pauw University, Greencastle, Indiana 
Ferris State University, Big Rapids, Michigan 
Hampshire College, Amherst, Massachusetts 
Mayo Foundation, Rochester, Minnesota 
Pennsylvania College of Podiatric Medicine, Philadelphia, 
Pennsylvania 
Reconstructionist Rabbinical College, Wyncote, Pennsylvania 
Skidmore College, Saratoga Springs, New York 
Talmudical Yeshiva of Philadelphia, 
Pennsylvania 
Villanova University, Villanova, Pennsylvania 
Yeshiva Ohr Elchonon Chabad/West Coast Talmudic Semi- 
nary, Los Angeles, California 


S. 1 amended by P.C. 1990-1332, s. 2, June 28, 1990, Canada Ga- 
zette, Part II, July 18, 1990 (applicable after 1988), to substitute 
“Franciscan University of Steubenville” for “University of Steuben- 
ville’ and “Lake Superior State University” for “Lake Superior 
State College” and to add the following: 


Philadelphia, 


Claremont McKenna College, Claremont, California 

Columbia Bible College & Seminary, Columbia, South 
Carolina ' 

Curtis Institute of Music, The, Philadelphia, Pennsylvania 

Emory University, Atlanta, Georgia 

Franciscan University of Steubenville, Steubenville, Ohio 

Mankato State University, Mankato, Minnesota 

Minot State University, Minot, North Dakota 

New England College, Henniker, New Hampshire 

Northwestern College, St. Paul, Minnesota 

Palmer College of Chiropractic-West, Sunnyvale, California 

Rice University, Houston, Texas 

Southwestern Adventist College, Keene, Texas 

University of Alabama at Birmingham, The, Birmingham, 
Alabama 

University of Montana, Missoula, Montana 

University of San Diego, San Diego, California 

University of the Ozarks, Clarksville, Arkansas 


S. 1 amended by P.C. 1989-723, s. 1, April 28, 1989, Canada Ga- 
zette, Part Il, May 10, 1989, to add the following applicable after 
1987: 


Augsburg College, Minneapolis, Minnesota 

Elmira College, Elmira, New York 

God’s Bible School and College, Cincinnati, Ohio 

Life Chiropractic College, Marietta, Georgia 

Life Chiropractic College—West, San Lorenzo, California 

Montana College of Mineral Science and Technology, Butte, 
Montana 

Nazarene Bible College, Colorado Springs, Colorado 

Providence College, Providence, Rhode Island 

Thomas Aquinas College, Santa Paula, California 

University of Arkansas at Little Rock, Little Rock, Arkansas 

University of Nevada—Reno, Reno, Nevada 

Western Baptist College, Salem, Oregon 


S. 1 amended by P.C. 1988-561, s. 1, March 24, 1988, Canada Ga- 
zette, Part II, April 13, 1988, to add the following, applicable after 
1986: 


Carroll College, Waukesha, Wisconsin 

Dana College, Blair, Nebraska 

Emerson College, Boston, Massachusetts 

Hood College, Frederick, Maryland 

Nazarene Theological Seminary, Kansas City, Missouri 
Pacific Union College, Angwin, California [already listed] 
Princeton Theological Seminary, Princeton, New Jersey 
Reformed Theological Seminary, Jackson, Mississippi 
State University College at Potsdam, Potsdam, New York 
Taylor University, Upland, Indiana [already listed] 
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University of Massachusetts at Ambherst,.. Amherst 
Massachusetts 


S. 1 amended by P.C. 1987-1479, s. 1, July 30, 1987, Canada Ga- 
zette, Part II, August 19, 1987, effective after 1985, to delete “De- 
troit Bible College, Farmington Hills, Michigan”, to substitute “Bi- 
ola University” for “Biola College”, “San Rafael” for “Petaluma” in 
“Columbia Pacific University” [which had not previously been 
listed], to add “(Stanford University)” to “Leland, Stanford Junior 
University”, and to add the following: 


American International College, Springfield, Massachusetts 

Atlantic Union College, South Lancaster, Massachusetts 

Canisius College, Buffalo, New York 

Central Yeshiva Tomchei Tmimim-Lubavitch, Brooklyn, New 
York 

Concordia College, Moorhead, Minnesota 

Emmaus Bible College, Dubuque, Iowa 

Hobe Sound Bible College, Hobe Sound, Florida 

Moravian College, Bethlehem, Pennsylvania 

Pacific Graduate School of Psychology, Menlo Park, California 

Philadelphia College of Bible, Langhorne, Pennsylvania 

Rabbinical College of America, Morristown, New Jersey 

Saint Mary-of-the-Woods College, Saint Mary-of-the-Woods, 
Indiana 

Trinity Episcopal School for Ministry, Ambridge, Pennsylvania 

University of Rhode Island, Kingston,Rhode Island 

Western States Chiropractic College, Portland, Oregon 

Whittier College, Whittier, California 

William Tyndale College, Farmington Hills, Michigan 


S. 1 amended by. P.C. 1986-746, s: 1, March. 26, 1986, Canada Ga- 
zette, Part II, April 16, 1986, effective January 1, 1985, to substitute 
“Seattle Pacific University, Seattle, Washington” for “Seattle Pa- 
cific College, Seattle, Washington”, and to add the following: 


De Paul University, Chicago, Illinois - 

GMI Engineering & Management Institute, Flint, Michigan 

Grace College of the Bible, Omaha, Nebraska 

Hollins College, Hollins College, Virginia 

Mount Ida College, Newton Centre, Massachusetts 

Sherman College of Straight Chiropractic, Spa es South 
Carolina 

Union for Experimenting Colleges and Universities, The, Cin- 
cinnati, Ohio 

Washington and Lee University, Lexington, Virginia 


S. 1 amended by P.C. 1985-1150, s. 1, April 4, 1985, Canada Ga- 
zette, Part Il, April 17, 1985 to add “American Graduate. School of 
International Management, Glendale, Arizona”, effective commenc- 
ing January 1, 1983; to substitute “Clarkson University” for Clark- 
son College of Technology, and “Puget Sound Christian College ... 
A college of the Bible” for “Puget Sound College of the Bible”, 
effective January 1, 1984; and to add the following effective Janu- 
ary 1, 1984: 


American University in Cairo, The, New York, New York 

Barnard College, New York, New York 

Lafayette College, Easton, Pennsylvania » 

State University of New York at Binghamton, Binghamton, 
New York 

University of Health Sciences/The Chicago Medical School, 
Chicago, Illinois 

University of Missouri, Columbia, Missouri 


S. 1 amended by P.C. 1984-774, s. 1, March 8, 1984, Canada Ga- 
zette, Part Il, March 21, 1984 to add the following effective com- 
mencing January 1, 1983: 


American College, The, Bryn Mawr, Pennsylvania 

Antioch University, New York, New York 

Case Western Reserve University, Cleveland, Ohio 

Central Michigan University, Mount Pleasant, Michigan 

College of Wooster, The, Wooster, Ohio 

Hebrew Union College — Jewish Institute of Religion, Los An- 
geles, California 

Kansas State University, Manhattan, Kansas 
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Maharishi International University, Fairfield, lowa 

Mitrer Yeshiva Central Institute, Brooklyn, New York 

Mount Vernon College, Washington, District of Columbia 

Ohio College of Podiatric Medicine, Cleveland, Ohio 

Pacific University, Forest Grove, Oregon ._ 

Palm Beach Atlantic College, West. Palm Beach, Florida 

Puget Sound College of the Bible, Edmonds, Washington 

Radcliffe College, Cambridge, Massachusetts 

Ripon College, Ripon, Wisconsin 

St. Vladimir’s Orthodox Theological Seminary, Crestwood, 
New York 

Southern Illinois University of Carbondale, Carbondale, Illinois 

Trinity University, San Antonio, Texas 

University of Central Florida, Orlando, Florida 

University of Steubenville, Steubenville, Ohio 

Westminster Choir College, Princeton, New Jersey 


S. 1 amended by P.C. 1983-1194, s. 1, April 21, 1983, Canada Ga- 
zette, Part Il, May 11, 1983, to add the following effective from 
January 1, 1982: 


Adams State College, Alamosa, Colorado 

Beloit College, Beloit, Wisconsin 

Bowling Green State University, Bowling Green, Ohio 
College of William and Mary, Williamsburg, Virginia 
Fresno Pacific College, Fresno, California 

Medical College of Pennsylvania, Philadelphia, Pennsylvania 
Pine Manor College, Chestnut Hill, Massachusetts 
Rockefeller University, New York, New York 

Trinity Evangelical Divinity School, Deerfield, Illinois 
Walla Walla College, College Place, Washington 
Western Conservative Baptist Seminary, Portland, Oregon 


S. | amended by P.C. 1982-1094, April 8, 1982, Canada Gazette, 
Part II, April 28, 1982, to add to the following, effective January 1, 
1981: 


Abilene Christian University, Abilene, Texas 

Andover Newton Theological: School, Newton Centre, 
Massachusetts 

Asbury Theological Seminary, Wilmore, Kentucky 

Bates College, Lewiston, Maine 

Bethel College; North Newton, Kansas 

Illinois Institute of Technology, Chicago, Illinois 

LeTourneau. College, Longview, Texas 

Liberty Baptist College, Lynchburg, Virginia 

Messiah College, Grantham, Pennsylvania 

Oberlin College, Oberlin, Ohio 

Pomona College, Claremont, California 

Reformed Bible College, Grand Rapids, Michigan 

St. Mary’s University of San Antonio, San Antonio, Texas 

Texas Chiropractic College, Pasadena, Texas : 


S. 1 amended by P.C. 1981-673, March 12, 1981, Canada Gazette, 
Part Il, March 25, 1981, to:add the following, effective January 1, 
1980: 


Azusa Pacific College, Azusa, California 

Boston College, Chestnut Hill, Massachusetts 

Le Moyne College, Syracuse, New York 

Northwest College, Kirkland, Washington — 

Northwood Institute, Midland, Michigan 

Rabbinical Seminary of America, Forest Hills, New York 

South Dakota School of Mines and Technology, Rapid City, 

South Dakota 

Whitman College, Walla Walla, Washington 

Yeshiva University of Los Angeles, Los Angeles, California 
S. 1 amended by P.C. 1980-1138, s. 1, May 1, 1980, Canada Ga- 
zette, Part II, May 14, 1980, to add the ae effective on and 
after January 1, 1979: 

Cedarville College, Cedarville, Ohio 

Detroit Bible College, Farmington Hills, Michigan 

Goddard College, Plainfield, Vermont 

Louisiana State University, Baton Rouge, Louisiana 

Multnomah School of the Bible, Portland, Oregon . 
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North American Baptist Seminary, Sioux Falls, South Dakota 

Ottawa University, Ottawa, Kansas 

Pace University, New York, New York 

Park College, Kansas City, Missouri , 

St. John’s College, Annapolis, Maryland 

St. John’s College, Santa Fe, New Mexico 

Stephens College, Columbia, Missouri 

Taylor University, Upland, Indiana 

Touro College, New York, New. York 

Trinity College, Dunedin, Florida 

Washington Bible College, Lanham, Maryland 

Western Evangelical Seminary, Portland, Oregon 
S. 1 amended by P.C. 1979-1181, April 4, 1979, Canada Gazette, 
Part I, April 25, 1979, to add the following, effective on and after 
January 1, 1978: 

Brigham Young University — Hawaii Campus, Laie, Hawaii 

Eastern Washington University, Cheney, Washington 

Fuller Theological Seminary, Pasadena, California 

Grinnell College, Grinnell, Iowa 

Macalester College, St. Paul, Minnesota 

National College of Chiropractic, The, Lombard, Illinois 

Old Dominion University, Norfolk, Virginia 

Saint Mary’s College, Notre Dame, Indiana 

Sarah Lawrence College, Bronxville, New York 

Union College, Schenectady, New York 

University of Santa Clara, Santa Clara, California 
S. 1 amended by P.C. 1978-781, March 16, 1978, Canada Gazette, 
Part II, April 12, 1968, to add the following, effective on and after 
January 1, 1977: 


Bennington College, Bennington, Vermont 

Creighton University, Omaha, Nebraska 

Florida Atlantic University, Boca Raton, Florida 

Mesivta Yeshiva Rabbi Chaim Berlin, Brooklyn, New York 
Ohio University, Athens, Ohio 

Swarthmore College, Swarthmore, Pennsylvania 

University of Houston, Houston, Texas 

Valparaiso University, Valparaiso, Indiana 

Western Washington University, Bellingham, Washington 


2. The universities situated in the United Kingdom 
of Great Britain and Northern Ireland that are pre- 
scribed by section 3503 are the following: 


Aston University, Birmingham, England 
Cranfield Institute of Technology, Cranfield, 
Bedford, England 2309 
Gateshead Talmudical College, 
England 
Queen’s University of Belfast, The, Belfast, 
Northern Ireland 
University of Aberdeen, Aberdeen, Scotland 
University of Bath, The, Bath, England 
University of Birmingham, Birmingham, England 
University of Bradford, Bradford, England 
University of Bristol, Bristol, England 
University of Cambridge, Cambridge, England 
University of Dundee, The, Dundee, Scotland 
University of Durham, Durham, England 
University of Edinburgh, Edinburgh, Scotland 
University of Exeter, Exeter, England 
University of Glasgow, Glasgow, Scotland 
University of Hull, The, Hull, England 
University of Lancaster, Lancaster, England 
University of Leeds, Leeds, England 
University of Liverpool, Liverpool, England 
University of London, London, England 


Gateshead, 
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University of Nottingham, The, Nottingham, 
England 
University of Oxford, Oxford, England 
University of Reading, Reading, England © 
University of St. Andrews, St. Andrews, Scotland 
University of Sheffield, Sheffield, England 
University of Southampton, Southampton, 
England 
University of Strathclyde, Glasgow, Scotland 
University of Sussex, Brighton, England 
University of Wales, Cardiff, Wales 
Victoria University of Manchester, Manchester, 
England 
History: S. 2 amended by P.C. 1996-632, s. 2, April 30, 1996, 
Canada Gazette, Part II, June 15, 1994, to add “Aston University, 
Birmingham, England” and “University of Sussex, Brighton, En- 
gland”, applicable after 1994. 
S. 2 amended by P.C. 1994-866, s. 2, May 26, 1994, Canada Ga- 
zette, Part II, June 15, 1994, to add “University of Hull, The, Hull, 
England”, applicable after 1992. : 


S. 2 amended by P.C. 1992-1108, s. 2, May 21, 1992, Canada Ga- 
zette, Part II, June 3,-1992, to add “Gateshead Talmudical College, 
Gateshead, England”, applicable after 1990. 


S. 2 amended by P.C. 1991-467, s. 2, March 14, 1991, Canada Ga- 
zette, Part II, March 27, 1991 (applicable after 1989) to add the 
following: Sate 

University of Bath, The, Bath, England 

University of Dundee, The, Dundee, Scotland 

University of Nottingham, The, Nottingham, England 


S. 2 amended by P.C. 1990-1332, s. 3, June 28, 1990, Canada Ga- 
zette, Part II, July 18, 1990, to add “University of Exeter, Exeter, 
England” and’“University of Lancaster, Lancaster, England”, appli- 
cable after 1988. 


S. 2 amended by P.C. 1989-723, s. 2, April 28, 1989, Canada Ga- 
zette, Part II, May 10, 1989, to add “University of Southampton, 
Southampton, England”, applicable after 1987. 


S. 2 amended by P.C. 1984-774, s. 2, March 8, 1984; Canada Ga- 
zette, Part II, March 21, 1984 to add “University of Durham, Dur- 
ham, England”, applicable after 1982. 


3. The universities situated in France that are pre- 
scribed by section 3503 are the following: 


American University in Paris, Paris’ 

Catholic Faculties of Lille, Lille 

Catholic Faculties of Lyon, Lyon 

Catholic Institute of Paris, Paris 

Ecole Nationale des Ponts et Chaussées, Paris 

European Institute of Business Administration 

(INSEAD), Fontainebleau 

Hautes Etudes Commerciales, Paris 

Paris Graduate School of Management, Paris 

University of Aix-Marseilles, Aix-en-Provence 

University of Paris, Paris 
History: S. 3 amended by P.C. 1994-866, s. 3, May 26, 1994, Can- 
ada Gazette, Part Il, June 15, 1994, to add the following (applicable 
after 1992): 

Hautes Etudes Commerciales, Paris 

Paris Graduate School of Management, Paris 
S. 3 amended by P.C. 1991-467, s. 3, March 14, 1991, Canada Ga- 
zette, Part Il, March 27, 1991 (applicable after 1989) to add the fol- 
lowing: 

Ecole Nationale des Ponts et Chaussées, Paris 
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European Institute of Business Administration (INSEAD), 
Fontainebleau 


S. 3 amended by P.C. 1990-1332, s. 4, June 28, 1990, Canada Ga- 
zette, Part II, July 18; 1990, to substitute “American University” for 
“American College”, applicable after 1988. 


S. 3 amended by P.C. 1988-561, s. 2, March 24, 1988, Canada Ga- 
zette, Part II, April 13, 1988, to add “American College,in Paris, 
Paris”, applicable after 1986. 


4. The universities situated in Austria that are pre- 
scribed by section 3503 are the following: 


University of Vienna, Vienna 


5. The universities situated in Belgium that are pre- 
scribed by section 3503 are the following: 


Catholic University of Louvain, Louvain 
Free University of Brussels, Brussels 


6. The universities situated in Switzerland that are 
prescribed by section 3503 are the following: 


Franklin College of Switzerland, Sorengo 
(Lugano) 
University of Fribourg, Fribourg 
University of Geneva, Geneva 
University of Lausanne, Lausanne 
History: S. 6 amended by P.C. 1992-1108, s. 3, May 21, 1992, 


Canada Gazette, Part II, June: 3, 1992, to add “Franklin College of 
Switzerland, Sorengo (Lugano)”, applicable after 1990. 


7. The universities situated in Vatican City that are 
prescribed by section 3503 are the following: 


Pontifical Gregorian University 


8. The universities situated in Israel that are pre- 
scribed by section 3503 are the following: 


Bar-Ilan University, Ramat-Gan 


Ben Gurion University of the Negev, Beersheba 


Bezalel-Academy of Arts and Design, Jerusalem 

Ecole biblique et archéologique frangaise, 
Jerusalem 

Hebrew University of Jerusalem, The, Jerusalem 

Jerusalem College for Women, Bayit-Vegan, 
Jerusalem 

Jerusalem College of Technology, Jerusalem 

Technion-Israel Institute of Technology, Haifa 

Tel-Aviv University, Tel-Aviv 

University of Haifa, Haifa 

Weizmann Institute of Science, Rehovot 

Yeshivat Aish Hatorah, Jerusalem 

History: S. 8 amended by ‘P.C. 1996-632, s. 3, April 30, 1996, 


Canada Gazette, Part Il, May 15, 1996, to add “Ecole biblique et 
archéologique frangaise, Jerusalem”, applicable after 1994. 


S. 8 amended by P.C. 1994-866, s. 4, May 26, 1994, Canada Ga- 


zette, Part II, June 15, 1994, to add “Yeshivat Aish Hatorah, Jerusa- 
lem”, applicable after 1992. 


S. 8 amended by P.C, 1988-561, s. 3, March 24, 1988, Canada Ga- 
zette, Part II, April 13, 1988, to add “Bezalel-Academy of Arts and 
Design, Jerusalem”, applicable after 1986. 

S. 8 amended by P.C. 1986-746, s. 2, March 26, 1986, Canada Ga- 
zette, Part II, April 16, 1986, effective January 1, 1985, to add “Je- 
rusalem College of Technology, Jerusalem”. 


Income Tax Regulations 


S. 8 amended by P.C. 1983-1194, s. 2, April 21, 1983, Canada Ga- 
zette, Part II, May 11, 1983 to add the following effective from Jan- 
uary 1, 1982: 

University of Haifa, Haifa 

Weizmann Institute of Science, Rehovot 
S. 8 amended by P.C. 1980-1138, s. 2, May 1, 1980, Canada Ga- 
zette, Part Il, May 14, 1980, as corrected by Canada Gazette, Part 
II, June 11, 1980, errata, to add the following, effective on and after 
January 1, 1979: 

Ben Gurion University of the Negev, Beersheba 

Jerusalem College for Women, Bayit-Vegan, Jerusalem 


9. The universities situated in Lebanon that are pre- 
scribed by section 3503 are the following: 


American University of Beirut, The, Beirut 
St. Joseph University, Beirut 


History: S. 9 amended by P.C. 1980-1138, s. 3, May 1, 1980, Can- 
ada Gazette, Part Ii, May. 14, 1980, effective on and after January 1, 
1979, to add: St. Joseph University, Beirut. 


10. The universities situated in Ireland that are pre- 
scribed by section 3503 are the following: 


National University of Ireland, Dublin 
Royal College of Surgeons in Ireland, Dublin . 
University of Dublin, Dublin 

History: S. 10 amended by P.C. 1985-1150, s. 2, April 4, 1985, 


Canada Gazette, Part II, April 17, 1985, applicable commencing 
January 1, 1984, to add: National University of Ireland, Dublin. 


S. 10 amended by P.C. 1980-1138, s. 4, May 1, 1980, Canada Ga- 
zette, Part I, May 14, 1980, effective on and after January 1, 1979, 
to add: University of Dublin, Dublin. 


11. The universities situated in the Federal Republic 
of Germany that are prescribed by section 3503 are 
the following: 


Ruprecht-Karls-Universitat 
Heidenberg 
Ukrainian Free University, Munich 


History: S. 11 amended by P.C. 1996-632, s. 4, April 30, 1996, 
Canada Gazette, Part I, May 15, 1996, to add “Ruprecht-Karls- 
Universitat Heidenberg, Heidenberg”, effective after 1994. 


Heidenberg, 


12. The universities situated in Poland that are pre- 
scribed by section 3503 are the following: 


Catholic University of Lublin, Lublin 


History: S. 12 amended by P.C. 1986-746, s. 3, March 26, 1986, 
Canada Gazette, Part II, April 16, 1986, to substitute “Catholic Uni- 
versity of Lublin, Lublin” for “Catholic University of Lubin, Lu- 
bin’, effective January 1, 1982. 


S. 12 added by P.C. 1983-1194, s. 3, April 21, 1983, Canada Ga- 
zette, Part Il, May 11, 1983, effective from January 1, 1982. 


13. The universities situated in Spain that are pre- 
scribed by section 3503 are the following: 
University of Navarra, Pamplona 


History: S. 13 added by P.C. 1987-1479, s. 2, July 30, 1987, Can- 
ada Gazette, Part II, August 19, 1987, effective after 1985. 
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14. The universities situated in the People’s Republic 
of China that are prescribed by section 3503 are the 
following: 


Nanjing Institute of Technology, Nanjing 


History: S. 14 added by P.C. 1989-723, s. 3, April 28, 1989, Can- 
ada Gazette, Part II, May 10, 1989, applicable after 1987. 


15. The universities situated in Jamaica that are pre- 
scribed for the purposes of section 3503 are the fol- 
lowing: 
University of the West Indies, Mona Campus, 
Kingston 
History: S. 15 added by P.C. 1989-723, s. 3, April 28, 1989, Can- 
ada Gazette, Part Il, May 10, 1989, applicable after 1987. 


16. The university situated in the Czech and Slovak 
Federal Republic that is prescribed by section 3503 
is the following: 


Universita Karlova, Prague 


History: S. 16 added by P.C. 1992-1108, s. 4, May 21, 1992, Can- 
ada Gazette, Part II, June 3, 1992, applicable after 1990. 


17. The universities situated in Australia that are pre- 
scribed by section 3503 are the following: 


Flinders University of South Australia, The, 
Adelaide 

University of New South Wales, The, Sydney 

University of Sydney, The, Sydney 

University of Tasmania, Hobart 
History: S. 17 amended by P.C. 1999-632, s. 5, April 30, 1996, 
Canada Gazette, Part II, May 15, 1996, to add “Flinders University 
of South Australia, The, Adelaide” and “University of New South 
Wales, The, Sydney” applicable after 1994. 
S. 17 amended by P.C. 1994-866, s. 5, May 26, 1994, Canada Ga- 
zette, Part II, June 15, 1994, to add “University of Tasmania, Ho- 
bart”, applicable after 1992. 


S. 17 added by P.C. 1993-901, May 4, 1993, Canada Gazette, Part 
II, May 19, 1993, applicable after 1991. 
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18. The university situated in the Republic of Croatia 
that is prescribed by section 3503 is the following: 
University of Zagreb, Zagreb 


History: S. 18 added by P.C. 1994-866, May 26, 1994, Canada 
Gazette, Part II, June 15, 1994, applicable after 1992. 


19. The university situated in South Africa that is 

prescribed by section 3503 is the following: 

University of the Witwatersrand, 
Johannesburg 


History: S. 19 added by P.C. 1995-581, April 4, 1995, Canada Ga- 
zette, Part II, April 19, 1995, applicable after 1993. 


Interpretation Bulletins: See at beginning of Schedule. 


The, 


20. The university situated in the Netherlands that is 
prescribed by section 3503 is the following: 
Nijenrode University, Breukelon 


History: S. 20 added by P.C. 1996-632, s. 6, April 30, 1996, Can- 
ada Gazette, Part Il, May 15, 1996, applicable after 1994. 


21. The university situated in Hong Kong that is pre- 
scribed by section 3503 is the following: 
Hong Kong University of Science and Technol- 
ogy, The, Kowloon 


History: S. 21 added by P.C. 1996-632, s. 6, April 30, 1996, Can- 
ada Gazette, Part II, May 15, 1996, applicable after 1994. 


Schedules IX, X 


[Revoked] 


History: Schedules IX, X revoked by P.C. 1993-1688, s. 4, August 
26, 1993, Canada Gazette, Part I, September 8, 1993, applicable to 
1993 et seq. 


Schedules IX, X added by P.C. 1988-1105, s. 4, June 6, 1988, Can- 
ada Gazette, Part II, June 22, 1988, applicable to 1987 et seq. 
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Selected Remission Orders 


Remission orders are issued under the authority of the Financial Administration Act. They are a mechanism 
by which the federal Cabinet can “remit” tax or other amounts such as interest and penalties — in other 
words, pay such amount back to a taxpayer or waive the taxpayer’s obligation to pay. Like regulations, they 
are passed as “orders in council” by the Cabinet. See H. Arnold Sherman and Jeffrey D. Sherman, “Income 
Tax Remission Orders: The Tax Planner’s Last Resort or the Ultimate Weapon?”, 34(4) Canadian Tax Jour- 
nal 801-827 (July-August 1986). 
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Remission Orders 


Child Care Expense and Moving Expense Remission Order 


ORDER RESPECTING THE REMISSION OF INCOME TAX PAYABLE BY CERTAIN CANA- 
DIAN RESIDENTS INCURRING CHILD CARE EXPENSES OUTSIDE CANADA OR INCUR- 
RING MOVING EXPENSES WHEN MOVING TO OR FROM A LOCATION OUTSIDE 

| CANADA . 


P.C. 1991-257, February 14, 1991 (SI/91-23), as amended by P.C. 1994-328, February 24, 1994 
(S1/94-26). 


Short Title 


1. This Order may be cited as the Child Care Expense and Moving Expense Remission Order. 
Interpretation 


2. In this Order, 
“Act” means the Income Tax Act; 


“Minister”? means the Minister of National Revenue. 
Remission 


3. Subject to sections 4 to 6, remission is granted to each taxpayer for each taxation year ending after 1984 
and before 1989 of an amount equal to the amount, if any, by which 


(a) the taxes, interest and penalties payable by the taxpayer under the Act for the year 
exceed 
(b) the taxes, interest and penalties that would have been payable by the taxpayer under the Act for the 


year if all that portion of section 63.1 of the Act preceding paragraph (a) thereof had read as follows for 
the year: 


“63.1 In applying sections 62 and 63 in respect of a taxpayer who is, throughout all or part of a 
taxation year, absent from but resident in Canada, the following rules apply for the year or that part 
of the year, as the case may be:” 


Conditions 


4. The remission granted under section 3 to a taxpayer is on condition that the taxpayer makes an application 
for the remission in writing to the Minister on or before December 31, 1995. 


5. The remission granted under section 3 to a taxpayer for a taxation year is on the further condition that, on 
the day on which the application under section 4 by the taxpayer with respect to that year is received by the 
Minister, 
(a) the Minister was allowed under the Act to make an assessment or a reassessment of tax payable by the 
taxpayer for the year; or 
(b) an objection or appeal by the taxpayer under section 165, 169 or 172 of the Act against an assessment 
or a reassessment for the year was outstanding or could still have been made or instituted. 


5.1 Where the taxpayer makes the application referred to in section 4 after December 31, 1991 for remission 
for a taxation year, the remission is on the further condition that, on December 31, 1991, an objection or 
appeal by the taxpayer under section 165, 169 or 172 of the Act against an assessment or a reassessment for 
the year was outstanding. 


6. The remission granted under section 3 to a taxpayer for a taxation year is on the further condition that the 
taxpayer 
(a) within 45 days after the day of mailing to the taxpayer of a notice from the Department of National 
Revenue, Taxation, setting out the amount to be remitted to the taxpayer pursuant to this Order, withdraws 
any outstanding action commenced by the taxpayer in any court, and 
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(b) does not commence any action, claim or objection, or make any complaint to any tribunal, 


by which the taxpayer seeks a reduction in the amount of, or any other relief or remedy relating to, taxes 
payable by the taxpayer for that year in respect of the deductibility in computing the taxpayer’s income for 
the year of moving expenses incurred when moving to or from a location outside Canada or child care ex- 
penses incurred outside Canada. 


Churchill Falls (Labrador) Corporation Remission Order 
P.C. 1968-832, April 30, 1968 


Whereas it has been made to appear that 


1. Churchill Falls (Labrador) Corporation is undertaking a very large investment to develop facilities at 
Churchill Falls in Labrador to produce very large amounts of electric power for sale to provincially- 
owned power corporations; 


2. The said Corporation proposes to finance the construction of facilities to produce and transmit power in 
part by means of the sale of first mortgage bonds,! of which an aggregate principal amount exceeding four 
hundred million Canadian dollars is expected to be sold in the United States in denominations of United 
States dollars; 


3. The sale of an issue of bonds of this size might well be prevented by the imposition of a Canadian with- 
holding tax on the interest payable on such bonds, since such a large issue must be sold to many institu- 
tions which would neither be exempt from tax nor able to offset it against taxes payable to the United 
States, or if it were not prevented, the rate of interest required to be paid by the Corporation would be 
significantly increased, in turn materially increasing the cost of power to the provincially-owned power 
corporations; 


4. Interest paid on bonds issued by the provincially-owned power corporations is not subject to Canadian 
withholding tax, and the Government of Canada has long followed the policy, most recently expressed in 
the Public Utilities Income Tax Transfer Act, of effectively removing or reducing those federal taxes on 
investor-owned power corporations that materially affect their position vis-a-vis provincially-owned 
power corporations; and 


5. The said issue of first mortgage bonds can be sold in the United States exempt from the Interest Equaliza- 
tion Tax of the United States; 


And whereas the Governor in Council considers it to be in the public interest that the first mortgage bonds of 
the said Corporation may be sold in the United States exempt from withholding tax; 


Therefore, His Excellency the Governor General in Council on the recommendation of the Treasury Board, 
pursuant to section 22 of the Financial Administration Act, is pleased hereby to remit 


(a) the amount of any tax payable by a person under Part III of the Income Tax Act on, or such part of the 
amount of any tax that is or, but for this Order, would be payable by a person under that Part as may 
reasonably be regarded as attributable to, amounts paid or credited or deemed to have been paid or 
credited to that person as, on account or in lieu of payment of, or in satisfaction of, interest on first 
mortgage bonds issued by Churchill Falls (Labrador) Corporation Limited on or after the date of this 
Order, 


(i) that are in denominations of United States dollars, and 


(ii) that are identified in a manner prescribed by the Minister of Finance for the purposes of this Order 
as comprising, or as having been issued in exchange or substitution or partial exchange or substitution 
for bonds comprising, part of a series of first mortgage bonds issued or covenanted to be issued by 
Churchill Falls (Labrador) Corporation Limited whether in denominations of United States dollars or 
otherwise, the aggregate principal amount of which (expressed in terms of Canadian dollars) when 
added to the aggregate principal amount similarly so expressed of all first mortgage bonds previously 
issued or covenanted to be issued by Churchill Falls (Labrador) Corporation Limited whether in de- 
nominations of United States dollars or otherwise, does not exceed six hundred million dollars; and 


(b) any tax or penalty payable by a person under the Income Tax Act as a result of the failure of such 
person to deduct or withhold an amount as required by section 109 of that Act from any amount paid or 
credited or deemed to have been paid or credited by him as, on account or in lieu of payment of, or in 
satisfaction of, interest as described in paragraph (a). 


Maturity date of the mortgage bonds is in the year 2007. 
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[Note: The reference in this Order in Council to Section 22 of the Financial Administration Act and to section 
109 and Part III of the Income Tax Act should be construed ‘as references to’ sections 23 and 215 and Part 
XIII, respectively, of the present statutes. ] Auk. 


Farmers’ Income Taxes Remission Order. 
P.C. 1993-1647, August 4, 1993. (SI/93-164) 


HIS EXCELLENCY THE GOVERNOR GENERAL IN COUNCIL, considering that the collection of the tax 
is unreasonable, on the recommendation of the Minister of National Revenue, pursuant to subsection 23(2) of 
the Financial Administration Act, is pleased hereby to remit tax payable by a taxpayer under Parts I to I.2 of 
the Income Tax Act for the 1992 taxation year that would not be payable if that portion of each payment 
received in 1992 in respect of a gross revenue insurance program established under the Farm Income Protec- 
tion Act that is required to be and is repaid were not included in computing the income of the taxpayer for the 
1992 taxation year under paragraph 12(1)(p) of the Income Tax Act, and all relevant interest and penalties, on 
condition that the taxpayer file with the Minister an undertaking in a form acceptable to the Minister in which 
the taxpayer agrees not to deduct the amount repaid or required to be repaid in computing the taxpayer’s 
income for any taxation year and waives all relevant rights of objection or appeal. 


Government and Long-Term Corporate Debt Obligations 
Remission Order 


ORDER RESPECTING THE REMISSION OF CERTAIN INCOME TAXES PAID OR PAYA- 
BLE BY CERTAIN PERSONS IN RESPECT OF INTEREST FROM GOVERNMENT AND 
LONG-TERM CORPORATE DEBT OBLIGATIONS 


P.C. 1985-3480, November 28, 1985 (SI/85-214) 
Short Title 
1. This Order may be cited as the Government and Long-Term Corporate Debt Obligations Remission Order. 
Interpretation 
2. In this Order, “Act” means the Income Tax Act. 
Remission 


3. Remission is hereby granted to each non-resident person who is liable for tax under Part XIII of the Act in 
respect of any amount paid or credited to him as, on account or in lieu of payment of, or in satisfaction of, 
interest of an amount equal to the amount, if any, by which 


(a) the tax payable by the non-resident person under Part XIII of the Act in respect of the amount so paid 
or credited 
exceeds 


(b) the tax that would be payable by the non-resident person under Part XIII of the Act in respect of the 
amount so paid or credited if the references to “1986” in subparagraphs 212(1)(b)(ii) and (vii) of the Act 
were read as references to “1987”. 


4. Where a person required to deduct or withhold a tax payable by a non-resident person under Part XIII of 
the Act is liable to pay as tax under Part XIII on behalf of the non-resident person the whole of the amount 
that should have been deducted or withheld, remission is hereby granted to that person of an amount equal to 
the amount, if any, by which 


(a) the tax payable by the person so required to deduct or withhold under Part XII of the Act 


exceeds 


(b) the tax that would be payable by the person so required to deduct or withhold under Part XIII of the 
Act if the references to “1986” in subparagraphs 212(1)(b)(ii) and (vii) of the Act were read as references 
to “1987”. ye 
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Income Earned in Quebec Income Tax Remission Order, 
1988 


ORDER RESPECTING THE REMISSION OF INCOME TAX IN RESPECT OF CERTAIN IN- 
COME OF INDIVIDUALS EARNED IN THE PROVINCE OF QUEBEC (1988) 


P.C. 1989-1204, June 22, 1989 (SI/89-157), as amended by P.C. 1991-1661, September 5, 1991 
(SI/91-116); P.C. 1992-2593, December 11, 1992 (SI/92-230); P.C. 1994-567, April 14, 1994 (SI/94- 
43); P.C. 1998-396, March 19, 1998 (SI/98-47). 


Short Title 
1. This Order may be cited as the Income Earned in Quebec Income Tax Remission Order, 1988. 
interpretation 


2. In this Order, 
“Act”? means the Income Tax Act; 


“Regulations” means the Income Tax Regulations. 


Remission to Individuals Who Did Not Reside in Canada at any Time in a 
Taxation Year 


3. Remission is hereby granted to any individual who did not reside in Canada at any time in a taxation year 
of the amount, if any, by which 


(a) the tax, interest and penalties paid or payable under the Act by that individual in respect of that taxa- 
tion year 


exceeds 


(b) the tax, interest and penalties that would have been payable by that individual under the Act in respect 
of that taxation year if, for the purpose of determining that person’s income earned in that year in the 
Province of Quebec, section 2602 of the Regulations read as follows: 


‘2602. (1) Except as provided in subsection (2), where an individual did not reside in Canada at any 
time in a taxation year, his income earned in the taxation year in a particular province is the aggre- 
gate of 


(a) that part of the amount of his income from an office or employment that is included in com- 
puting his taxable income earned in Canada for the year by virtue of subparagraph 115(1)(a)(@) of 
the Act that is reasonably attributable to the duties performed by him in the province, 


(b) his income for that year earned in the province as determined in the manner set forth in section 
4 of the Income Earned in Quebec Income Tax Remission Order, 1988, 


(c) his income for that year from carrying on business earned in the province, determined as 
hereinafter set forth in this Part, 
(d) the taxable capital gains in the province included in computing his taxable income earned in 


Canada for the year by virtue of subparagraph 115(1)(a)(i11) of the Act from dispositions of prop- 
erty, each of which was a disposition of a property or an interest therein that was 


(i) real property situated in the province or an option in respect thereof, or 
(ii) any other capital property used by him in carrying on a business in the province, 
determined as hereinafter set forth in this Part, and 


(e) the income of the individual for that year from the disposition of a life insurance policy under 
which a person resident in the province is, at the time the policy was issued or effected, the person 
whose life was insured. 


(2) Where the aggregate of the amount of an individual’s income as determined under subsection (1) 
for all provinces for a taxation year exceeds his income described in subsection 115(1) of the Act, the 
amount of his income earned in the taxation year in a particular province shall be that proportion of 
his income so described that the amount of his income earned in the taxation year in the province as 
determined under subsection (1) is of the aggregate of all those amounts. 
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(3) Where, in a taxation year, a non-resident individual has disposed of real property situated in a 
particular province or an interest therein, or an option in respect thereof, any taxable capital gain 
from. that disposition shall be a taxable capital gain in that particular province. 


(4) Except as provided in subsection (5), where, in a taxation year, a non-resident individual has 
disposed of any capital property, other than property referred to in subsection (3), used by him in 
carrying on a business in Canada, the proportion of any taxable capital gain from that disposition that 


(a) his income for the year from carrying on that business in a particular province 
is of . | 

(b) his income for the year from carrying on that business in Canada, 
shall be a taxable capital gain in that particular province. 
(5) Where in a taxation year a non-resident individual 

(a) had no permanent establishment in Canada, and 


(b) disposed of any capital property, other than property referred to in subsection (3), used by him 
in a previous year in carrying on a business in Canada, 


the proportion of any taxable capital gain from that disposition that 


(c) his income from carrying on that business in a particular province for the last preceding taxa- 
tion year in which he had income from carrying on that business in a province 


is of 
(d) his income for the year referred to in paragraph (c), from carrying on that business in Canada, 


shall be a taxable capital gain in the particular province.” 


4. Where an individual who did not reside in Canada at any time in a taxation year was 


(a) a student in full-time attendance at an educational institution in the Province of Quebec that is a 
university, college or other educational institution providing courses at a post-secondary school level, 


(b) a student attending, or a teacher teaching at, an educational institution outside Canada that is a univer- 
sity, college or other educational institution providing courses at a post-secondary school level who had, 
in any previous year, ceased to be resident in the Province of Quebec in the course of or subsequent to 
moving to attend or to teach at, as the case may be, that institution, 


(c) an individual who had, in any previous year, ceased to be resident in the Province of Quebec in the 
course of or subsequent to moving to carry on research or any similar work under a grant received by him 
to enable him to carry on that research or work, or 


(d) an individual who had, in any previous year, ceased to be resident in the Province of Quebec and who 
was, in the taxation year, in receipt of remuneration in respect of an office or employment that was paid to 
him directly or indirectly by 


(i) the Province of Quebec, 


(ii) any corporation, commission or association the shares, capital or property of which were at least 90 
per cent owned by the Province of Quebec, or a wholly-owned subsidiary corporation to such a corpo- 
ration, commission or association, on condition that no person other than Her Majesty in right of the 
Province of Quebec had any right to the shares, capital or property of that corporation, commission, 
association or subsidiary or a right to acquire the shares, capital or property, 


(iii) an educational institution, other than an educational institution of the Government of Canada, in 
the Province of Quebec that was 
(A) a university, college or other educational institution providing courses at a post-secondary 
school level that received or was entitled to receive financial support from the Province of Quebec, 
(B) a school operated by the Province of Quebec, or by a municipality thereof or by a public body 
thereof performing a function of government, or a school operated on behalf of that Province, mu- 
nicipality or public body, or 
(C) a secondary school providing courses leading to a certificate or diploma that is a requirement 
for entrance to a college or university, or 


(iv) an institution in the Province of Quebec, other than an institution of the Government of Canada, 
supplying health services or social services, or both, that received or was entitled to receive financial 
support from the Province of Quebec, 
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there shall be included, for the purposes of this Order, in computing his income earned in the taxation year in 
the Province of Quebec the aggregate of 


(e) the amount of any remuneration in respect of an office or employment that was paid to him directly or 
indirectly by the Province of Quebec or any corporation, commission, association or institution referred to 
in paragraph (d), other than an institution of the Government of Canada, or by a wholly-owned corpora- 
tion subsidiary to such corporation, commission or association, and that was received by the individual 
who did not reside in Canada in the year, except to the extent that such remuneration was attributable to 
the duties of an office or employment performed by him outside Canada, and that is 


(i) is subject to an income or profits tax imposed by the government of a country other than Canada, or 


(ii) is paid in connection with the selling of property, the negotiating of contracts or the rendering of 
services for his employer, or a foreign affiliate of his employer, or any other person with whom his 
employer does not deal at arm’s length, in the ordinary course of a business carried on by his em- 
ployer, that foreign affiliate or that other person, 


(f) amounts that would be required by paragraph 56(1)(n) or (0) of the Act to be included in computing 
the individual’s income for the year if 


(i) the individual were resident in Canada throughout the year, 


(ii) the references in subparagraph 56(1)(n)(i) and paragraph 56(1)(0) of the Act to “received by the 
taxpayer in the year” were read as references to “received by the taxpayer in the year from the Prov- 
ince of Quebec or any corporation, commission, association or institution referred to in paragraph 4(d) 
of the Income Earned in Quebec Income Tax Remission Order, 1988, other than an institution of the 
Government of Canada, or from a wholly-owned corporation subsidiary to such corporation, commis- 
sion or association’, and 


(iii) the reference to “$500” in paragraph 56(1)(n) of the Act were read as a reference to “the propor- 
tion of $500 that the amount determined under subparagraph (i) is of the amount that would be so 
determined if the requirements of subparagraphs 4(f)(i) and (ii) of the Income Earned in Quebec In- 
come Tax Remission Order, 1988 were not taken into account’, 


(g) amounts that would be required by subsection 56(8) of the Act to be included in computing the indi- 
vidual’s income for the year if the individual were resident in Canada throughout the year, and 


(h) amounts that would be required by paragraph 56(1)(q) of the Act to be included in computing his 
income for the year if he were resident in Canada throughout the year, 


minus the amount that would be deductible in computing his income for the year by virtue of section 62 of 
the Act if 


(i) that section were read without reference to paragraph (1)(a) thereof, 


(j) that section were applicable in computing the taxable income of individuals who did not reside in 
Canada, and 


(k) the amounts described in subparagraph (1)(f)(ii) thereof were the amounts described in paragraph (f). 


Remission to Individuals Who Did Not Reside in a Province, the Northwest 
Territories or the Yukon Territory on the Last Day of the Taxation Year 


5. (1) Subject to subsection (2), remission is hereby granted to any individual who did not reside in a proy- 
ince on the last day of a taxation year of the amount, if any, by which 


(a) income tax, interest and penalties paid or payable under the Act by that individual in respect of that 
taxation year, . 


exceeds 


(b) the tax, interest and penalties that would have been payable by that individual under the Act in respect 
of that taxation year if the individual had resided in the Province of Quebec on the last day of the taxation 
year. 

(2) Subsection (1) is applicable to an individual who 


(a) sojourned in the Province of Quebec for a period of, or periods the aggregate of which is, 183 days or 
more and was ordinarily resident outside Canada; 


(b) was at any time in the year an agent-general, officer or servant of the Province of Quebec and was 
resident in that Province immediately prior to his appointment or employment by that Province; 
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(c) performed services at any time in the year under an. international denekopment assistance program 
prescribed under Part XXXIV of the Regulations and was at any, time 


(i) in the three month period preceding the day on which those services commenced, resident in the 
Province of Quebec, and 


(ii) in the six month period preceding the day on which those services commenced, an officer or ser- 
vant of 


(A) the Province of Quebec, 


(B) any corporation, commission or association the ee capital or eres of which were at 
least 90 per cent owned by the Province of Quebec, or a wholly-owned corporation subsidiary to 
such a corporation, commission or association, on condition that no person other than Her Majesty 
in right of the Province of Quebec had any right to those shares or that capital or property of such 
corporation, Commission, association or subsidiary or a et to acquire. those shares or that capital 
or property, 

(C) an educational institution, other than an elena! institution of the re a i of Canada, in 
the Province of Quebec that was + 


(I) a university, college or other, educational institution providing courses at a post-secondary 
school level that received or was entitled to receive financial support from the Province of 
Quebec, 


(II) a school operated by the Provilies of Quebec, or by a minicipality thereof or by a public 
body thereof performing a function of government, or a school operated on behalf of that Prov- 
ince, municipality or public body, or 

(IIL) a secondary school providing courses leading to a certificate or diploma that is a require- 
ment for entrance to a college or university, or 


(D) an institution in the Province of Quebec, other than an institution of the Government of Canada, 
supplying health services or social services, or both, that received or was entitled to receive finan- 
cial support from the Province of Quebec; 


(d) was resident in Canada in any previous year and was, at:any time in the year, the. spouse of a person 
described in paragraph (b) or (c) living with that person; or 


(e) was, at any time in the year, a child of a person described in paragraph (b) or (c) and was living with 
the person in a self-contained domestic establishment that the person, whether alone or jointly with one or 
more persons, maintained and in which the person lived and actually supported the child who, at that time, 
was ‘ 


(i) wholly dependent for support on the person, or the person and the other person or persons, and 
(ii) either under 18 years of age or so dependent by reason of mental or physical infirmity. 


(3) Paragraph (2)(d) is not applicable where the spouse of an individual described in paragraph (2)(c).is also 
an individual described in paragraph (2)(c). 


Remission to Individuals Who Resided in the Province of Quebec 
on the Last Day of a Taxation Year 


6. (1) Remission is hereby granted to any individual who resided in the Province of Quebec on the last day of 
a taxation year of the amount, if any, by which 


(a) the tax, interest and penalties payable under the Act by that individual in respect of that taxation year, 
exceeds 


(b) the tax, interest and penalties that would have been payable by that individual in respect of that taxa- 
tion year if 


(i) if subsections 2601(1) and (2) of the Regulations read as follows: 


“2601. (1) Notwithstanding subsection (4) and section 2603, where an individual resided in a 
particular province on the last day of a taxation year and had no income for the year from a 
business with a permanent establishment in another province, his income earned in the taxation 
year in the province is his income for the year. 


(2) Notwithstanding subsection (4) and section 2603, where an individual resided in a satailes 
province on the last day of a taxation year and had income for the year from a business with a 


QS 


Remission Orders 


permanent establishment in any other province, his income earned in the taxation year in the 
province is the amount, if any, by which 


(a) his income for the year 
exceeds 


(b) the aggregate of his income for the year from ee on business earned i in each other 
province, determined as hereinafter set forth in this Part.” 


(ii) if the definition “business-income tax” in subsection 126(7) of the Act read as follows: 


“ “business-income tax” paid by a taxpayer for a taxation year in respect of businesses carried on 
by the taxpayer in a country other than Canada (in this definition referred to as the “business 
country”) mieans such portion of 55% of any income or profits tax paid. by the taxpayer for the 
year to the government of any country other than Canada or to the government of a state, province 
or other political subdivision of any such country as can reasonably be regarded as tax in respect 
of the income of the taxpayer from any business carried on by the taxpayer in the business coun- 
try, but does not include a tax, or the portion of a tax, that can reasonably be regarded as relating 
to an amount that 


(a) any other person or built ig has received or is entitled to receive from that government, 
or 


(b) was deductible under subparagraph 110(1)(f)(@) in computing the taxpayer’s taxable in- 
come for the year;”, and 


(iii) if the definition “tax for the year otherwise payable under this Part” in subsection 126(7) of the 
Act read as follows: 


“ “tax for the year otherwise payable under this Part” means the the amount determined by the 
formula | 


A-B 
where 


A is the tax payable under this Part for the year after taking into account the requirements of 
subparagraph 6(1)(b)(i) of the Income Earned in Quebec Income Tax Remission Order, 1988, 
but before making any deduction under any of sections 121, 122.3, 126.1, 127 and 127.2 to 
127.4 and this section, and 


B. is the amount, if any, deemed by subsection 120(2) to have been paid on account of tax paya- 
ble under this Part for the year after taking into account the requirements of subparagraph 
6(1)(b)(i) of the Income Earned in Quebec Income Tax Remission Order, 1988;”. 


(2) In subsection (1), a reference to the last day of a taxation year shall, in the case of an individual who 
resided in the Province of Quebec at any time in the year and ceased to reside in Canada before the end of the 
year, be deemed to be a reference to the last day in the year on which the individual resided in Canada. 


Deductions and Remittances 


7. Notwithstanding paragraph 102(1)(a), subsection 102(2), paragraph 103(1)(m) and subparagraphs 
103(4)(a)(xiii), (b)(xiii) and (c)(xiil) of the Regulations, the amount to be deducted or withheld by an em- 
ployer and remitted to the Receiver General pursuant to Part I of the Regulations shall, in the case of 


(a) an individual referred to in section 4 in respect of the remuneration referred to in paragraph 4(e), and 


(b) an individual referred to in paragraph 5(2)(b), (c), (d) or (e) in respect of remuneration received from 
the Province of Quebec or from any corporation, commission, association or institution referred to in 
paragraph 5(2)(c), other than an institution of the Government of Canada, or from a wholly-owned corpo- 
ration subsidiary to such corporation, commission or association, 


be determined as if the employee reported for work at an establishment of the employer in Quebec. 


7.1 Every individual to whom an amount was remitted under section 5 for a taxation year shall reimburse that 
amount, plus interest thereon to the day of payment, to Her Majesty in right of Canada to the extent of the 
amount of tax payable under the Taxation Act, R.S.Q., c. I-3, for that year that the individual, as a result of an 
objection served on the Minister of Revenue of the Province of Quebec, a claim filed in any court or a 
complaint made to any tribunal, was declared not to be liable to pay on the ground that the individual was not 
subject to the tax levied under that Act because of the individual’s place of residence. 
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8. (1) Sections 3 to 6 apply to the 1983 to 1996 taxation years. 


(2) Section 7 is applicable in respect of the 1989, and subsequent taxation. years. 


Income Tax Paid by Investors, Other than Promoters 
Remission Order 


P.C. 1996-1274, August 7, 1996 (SI/96-80) 


His Excellency the Governor General in Council, considering that is in the public interest to do so, on the 
recommendation of the Minister of National Revenue, pursuant to subsection 23(2) of the Financial Adminis- 
tration Act, hereby remits to each taxpayer, other than a promoter, who has delivered or delivers to the 
Minister a timely and duly executed agreement letter (referred to in the details of the settlement project 
regarding general partnerships used as SR&ED tax shelters issued by the Minister on June 30, 1995) accepted 
by the Minister, amounts payable under the Income Tax Act by the taxpayer equal to 


(1) the difference between 


(a) 50% of the product of each payment made before executing the agreement on account of the tax 
liability resulting from adjustments made by the Minister to the taxpayer’s claim in respect of the tax 
shelter and the prescribed rate of interest for income tax refunds, for the period from the date of the 
payment to the date of the assessment of the tax liability made as.a result of the agreement, com- 
pounded daily, and 


(b) refund interest in respect of any such payment, 


(2) 50% of the product of that difference and that rate, for the period from the said date of assessment to 
the date this Order is implemented, so compounded, and 


(3) amounts that would not be payable if there were no such refund interest or if this Order were not 
made. 


Explanatory Note 
(This note is not part of the Order.) 


This Order remits amounts of income tax paid by taxpayers who made payments on account of their tax 
assessments before executing agreement letters (referred to in the details of the settlement project regarding 
general partnerships used as SR&ED tax shelters issued by Revenue Canada on June 30, 1995), in order that 
those taxpayers be on even terms with taxpayers who had not made such payments. 


Income Tax Remission Order (Yukon Territory Lands) 


ORDER RESPECTING THE REMISSION OF INCOME TAX IN RELATION TO CERTAIN 
LANDS IN-;THE YUKON TERRITORY 


P.C. 1995-197, February 7, 1995 (SI/95-18) 
Short Title 
1. This Order may be cited as the Income Tax Remission Order (Yukon Territory Lands). 
interpretation 


2. In this Order, 
“Act” means the Yukon First Nations Self-Government Act; 


“reserve” has the same meaning as in subsection 2(1) of the /ndian Act. 
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Remission 


3. Remission is hereby granted of amounts payable under the Income Tax Act that would not be payable if the 
lands in the Yukon Territory 


(a) that are reserved or set aside, as at the day on which this Order comes into force, by notation in the 
property records of the Department of Indian Affairs and Northern Development, for the use of its Indian 
and Inuit Affairs Program, were reserves for the period beginning after 1984 and ending on the expiration 
of the third calendar year after the calendar year in which the Act comes into force, 


(b) that were so notated for a period beginning after 1984 and ending before the day on which this Order 
comes into force, had been a reserve throughout each calendar year of that period; and 


(c) that are so notated for a period beginning after the day on which this Order comes into force and 
ending before the expiration of the third calendar year after the calendar year in which the Act comes into 
force, were a reserve throughout each calendar year of that period. 


Indian Income Tax Remission Order 


ORDER RESPECTING THE REMISSION.OF INCOME TAX PAID OR PAYABLE ON IN- 
COME FROM EMPLOYERS RESIDING ON RESERVES AND INDIAN SETTLEMENTS AND 
ON CERTAIN UNEMPLOYMENT INSURANCE BENEFITS RECEIVED BY INDIANS 


P.C. 1993-523, March'16, 1993 (SI/93-44), as amended by P.C. 1994-799, May 12, 1994 (SI/94-69). 
Short Title 


1. This Order may be cited as the Indian Income Tax Remission Order. 
Interpretation 


2. In this Order, 
“Act”? means the Income Tax. Act; 
‘Indian’ has the same meaning as in subsection 2(1) of the Indian Act; 


“Indian settlement” has the same meaning as in section 2 of the Indians and Bands on certain Indian 
Settlements Remission Order; 
“reserve” means 

(a) a reserve as defined in subsection 2(1) of the Indian Act, 


(b) Category IA land or Category IA-N land as defined in subsection 2(1) of the Cree-Naskapi (of Que- 
bec) Act, and 


(c) Sechelt lands as defined in subsection 2(1) of the Sechelt Indian Band Self-Government Act. 
Remission in respect of certain Employment Income 


3. (1) Remission is hereby granted to a taxpayer who is an Indian of the amounts payable by the taxpayer 
under Parts I to I.2 of the Act for a taxation year that would not be payable by the taxpayer if, in the calcula- 
tion of the taxpayer’s income for the year, there were not included an amount equal to the product obtained 
by multiplying the income for the year from each office or employment of the taxpayer by the proportion that 


(a) the amounts that are required to be included in the computation of the income from that office or 
employment for the year and that are payable to the taxpayer by an employer residing on a reserve or 
Indian settlement 


are of 


(b) the amounts that are required to be included in the computation of the income from that office or 
employment for the year. 


(2) Remission is hereby granted to a person for whom the amounts payable under Parts I to 1.2 of the Act for 
a taxation year would be reduced if, in the calculation of the income of the taxpayer referred to in subsection 
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(1) for the year, there were not included the product obtained under that subsection in respect of each office 
or employment of the taxpayer, of an amount equal to the amount, if any, by which 


(a) the total amount payable by the person under Parts I to 1.2 of the Act for the year 
exceeds 


(b) the total amount that would be payable by the person for the year if, in the calculation of the tax- 
payer’s income for the year, there were not included the product obtained under subsection (1) in respect 
of each office or employment of the taxpayer. 


(3) Subsections (1) and (2) apply to the 1992, 1993 and 1994 taxation years except that, in its application to 
the 1994 taxation year, paragraph (1)(a) shall be read as follows: 


“(a) the amounts that are required to be included in the computation of the income from that office or 
employment for the year and that are payable to the taxpayer by an employer residing on a reserve or 
Indian settlement, where the office or employment was held continuously since before 1994.” 


Remission in respect of certain Unemployment Insurance Benefits 


4. (1) Subject to section 5, remission is hereby granted to a taxpayer who is an Indian of the amounts payable 
by the taxpayer under Parts I to I.2 of the Act for a taxation year that would not be payable by the taxpayer if, 
in the calculation of the taxpayer’s income for the year for the purpose of an assessment, there were not 
included an amount equal to the product obtained by multiplying the total of the benefits referred to in sub- 
paragraph 56(1)(a)(iv) of the Act and included in the calculation of the taxpayer: s income for the year for the 
purpose of an assessment, by the proportion that - 


(a) the income from employment during a relevant qualifying period that was eee into account in deter- 
mining the amount of those benefits and that is exempt from taxation under subsection 87(1) of the Indian 
Act? or in respect of which there is a remission of tax payable under the Act by a taxpayer who is an 
Indian 


is of 
(b) the total income from employment during a relevant qualifying Be cr that was takisa into account in 
determining the amount of those benefits. 


(2) Subject to section 5, remission is hereby granted to a person for whom the amounts payable under Parts I 
to 1.2 of the Act for a taxation year would be reduced if, in respect of the taxpayer referred to in subsection 
(1), an amount equal to the amount of the product referred to in that subsection were not included in the 
calculation of the taxpayer’s income for the year for the purpose of an assessment, of an amount equal to the 
amount, if any, by which 


(a) the total amount payable by the person under Parts I to 1.2 of the Act for the year 
exceeds 


(b) the total amount that would be payable by the person for the year if, in respect of the taxpayer, an 
amount equal to the amount of the product referred to subsection (1) were not included in the calculation 
of the taxpayer’s income for the year for the purpose of an assessment. 


(3) Subsections (1) and (2) apply to taxation years 1985 to 1991. 
Condition 


5. Remission under subsection 4(1) or (2) is granted on condition that an application in writing establishing 
the applicant’s right to that remission be submitted to the Minister of National Revenue. 


Explanatory Note 
(This note is not part of the Order.) 


This Order remits income tax on employment income received by Indians in 1992 and 1993 from employers 
residing on a reserve or Indian settlement in order to give such taxpayers time to adjust to the 1992 ruling of 


Order in Council P.C. 1993-1649, Canada Gazette Part II, August 25, 1993 (SI/93-166 reproduced below) remits amounts that would be 
remitted if this reference to subsection 87(1) of the Jndian Act included a reference to a provision similar to that subsection in an Act cited in 
this Order (ie in the Cree-Naskapi (of Quebec) Act or the Sechelt Indian Band Self-Government Act). 
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the Supreme Court of Canada in Williams v. R concerning the proper test regarding the exemption from 
taxation of the personal property of an Indian situated on a reserve. 


This Order also remits income tax assessed for taxation years 1985 to 1991 on those unemployment insurance 
benefits paid to Indians which, according to the Court, are exempt from taxation. 


Indian Income Tax Remission Order 
P.C. 1993-1649, August 4, 1993 (SI/93-166) 


His Excellency the Governor General in Council, considering that it is in the public interest to do so, on the 
recommendation of the Minister of National Revenue, pursuant to subsection 23(2) of the Financial Adminis- 
tration Act, is pleased hereby to remit amounts that would be remitted if the reference to subsection 87(1) of 
the Indian Act in the Indian Income Tax Remission Order included a reference to a provision similar to that 
subsection in an Act cited in that Order. 


Explanatory Note 
(This note is not part of the Order.) 


The Indian Income Tax Remission Order remitted income tax assessed for 1985 to 1991 on unemployment 
insurance benefits paid to Indians, which the Supreme Court in 1992 held were exempt from taxation under 
section 87 of the Indian Act. This order extends that remission to unemployment insurance benefits exempt 
under the Cree-Naskapi (of Quebec) Act and the Sechelt Indian Band Self-Government Act. 


Indians and Bands on certain Indian Settlements Remission 
Order , 


ORDER RESPECTING THE REMISSION OF CERTAIN INCOME TAXES PAYABLE BY INDI- 
ANS. AND OF THE GOODS AND SERVICES TAX PAYABLE BY INDIANS OR BY BANDS 
OR DESIGNATED CORPORATIONS ON CERTAIN INDIAN SETTLEMENTS 


P.C. 1992-1052, June 3, 1992 (SI/92-102), as amended by P.C. 1994-2096, December 28, 1994 (SI/94- 
145) 


Short Title 
1. This Order may be cited as the Indians and Bands on certain Indian Settlements Remission Order. 
Interpretation 


2. In this Order, 
“band” has the same meaning as in subsection 2(1) of the Indian Act; 


“designated corporation” means the Ouje-Bougoumou Development Corporation or the Ouje-Bougoumou 
Eenuch Association; . 


“Indian” has the same meaning as in subsection 2(1) of the Indian Act, 


“Indian settlement’? means an area that is named and described in the schedule but does not include an area 
that is 


(a) a reserve within the meaning of the Jndian Act, or 
(b) Category IA land within the meaning of the Cree-Naskapi (of Quebec) Act; 


“reserve” has the same meaning as in subsection 2(1) of the /ndian Act. 


Part |— Income Taxes 
Interpretation 


3. (1) For the purposes of this Part, 
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“Act” means the Income Tax Act; 
*“*tax’’ means tax under Parts I, 1.1 and 1.2 of the Act. 


(2) All other words and expressions used in this part have the same meaning as in the Act. 


Remission of Income Tax 


4. Remission is hereby granted to a taxpayer who is an Indian in respect of each taxation year after 1992 of 
the amount, if any, by which the taxes, interest and penalties payable by the taxpayer for the taxation year 
under the Act exceed the taxes, interest and penalties that would have been payable by the taxpayer for the 
year under the Act if the Indian settlements were reserves throughout the year. 


Part Il— Goods and Services Tax 
Interpretation 


5. (1) For the purposes of this Part, 
“Act” means the Excise Tax Act; 
“tax” means the goods and services tax imposed under Division II of Part IX of the Act. 


(2) All other words and expressions used in this Part have the same meaning as in Part IX of the Act. 
Remission of the Goods and Services Tax 


6. Subject to section 8, remission of the tax paid or payable on or after the day on which this Order comes 
into force is hereby granted to an individual who is an Indian and who is the recipient of a taxable supply, in 
an amount equal to the amount, if any, by which 


(a) the tax paid or payable by the individual under the Act 
exceeds 
(b) the tax that would have been payable by the individual if the Indian settlements were reserves. 


7. Subject to section 8, remission of the tax paid or payable on or after January 1, 1991 is hereby granted to a 
band or a designated corporation that is the recipient of a taxable supply, in an amount equal to the amount, if 
any, by which 

(a) the tax paid or payable by the band or designated corporation under the Act 
exceeds 


(b) the tax that would have been payable by the band or designated corporation if the Indian settlements 
were reserves. 


Condition 
8. Remission under sections 6 and 7 in respect of tax paid is granted on condition that an application in 


writing for the remission be submitted to the Minister of National Revenue within four years after the day on 
which the tax was paid. 


Schedule 
(Section 2) 


Indian Settlements 
1. Ouje-Bougoumou, Quebec 
The settlement is situated on the north shore of Lake Opémisca, 32 km northwest of Chibougamau, Quebec, 


in Cuvier Township at 49°55' latitude and 74°49' longitude and has an area of 100 km?. 


2. Kanesatake (Oka), Quebec 
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The settlement is situated 25 km northwest of Montreal, on the north side of Des Deux Montagnes Lake, and, 
for the purposes of this Order, comprises the Village of Oka and the areas in the western portion of the Parish 
of Oka, known as Céte Sainte-Philoméne, Céte Saint-Jean, Céte Saint-Ambroise and Céte Sainte-Germaine- 
Céte-Sud. 


3. Kee-Way-Win Settlement, Ontario 


The settlement is situated on the south side of Sandy Lake, in the District of Kenora, Patricia Portion, at 53°4' 
latitude and 92°45' longitude, and has an area of approximately 19,030 hectares. 


4. Savant Lake Settlement, Ontario 


The settlement is situated on the north side of Kasheweogama Lake in the Township of McCubbin, District of 
Thunder Bay, at 50°4' latitude and 90°43' longitude, and has an area of approximately 5,890 hectares. 


5. Long Dog Lake Settlement, Ontario 


The settlement is situated on the south side of Long Dog Lake, District of Kenora, Patricia Portion, at 52°28' 
latitude and 90°43' longitude, and has an area of 5,305 hectares. 


6. MacDowell Lake Settlement, Ontario 


The settlement is situated at the southwest end of MacDowell Lake, District of Kenora, Patricia Portion, at 
52°11' latitude and 92°45' longitude, and has an area of approximately 4,455 hectares. 


7. Slate Falls Settlement, Ontario 


The settlement is situated on the northeast end of North Bamaji Lake, District of Kenora, Patricia Portion, at 
51°11' latitude and 91°35' longitude, and has an area of approximately 6,870 hectares. 


8. Aroland Settlement, Ontario 


The settlement is situated on both the north and south sides of King’s Highway 643 at Aroland rural commu- 
nity in the Township of Danford, District of Thunder Bay, at 50°14' latitude and 86°59' longitude, extends 
northwards west and north of Esnagami Lake and has an area of approximately 18,130 hectares. 


9. Grandmother’s Point Settlement, Ontario 


The settlement is situated at the southwest end of Attawapiskat Lake, in the District of Kenora, Patricia 
Portion, at 52°14! latitude and 87°53' longitude, and has an area of approximately 855 hectares. 


10. Cadotte Lake Settlement, Alberta 


The settlement is situated 40 miles east of Peace River, Alberta at Cadotte Lake, on highway 686, comprises 
portions of Townships 86 and 87, within ranges 15, 16 and 17, and also land bordering on Marten Lake in 
Townships 86 and 87 within ranges 13 and 14, west of the 5th meridian (but excluding all mines and minerals 
and the beds and shores of the Cadotte and Otter Rivers), and has an area of approximately 14,245 hectares. 


11. Fort MacKay, Alberta 


The settlement is situated 105 km northwest of Fort McMurray, and comprises the areas of Namur Lake, 
Namur River and portions of the Hamlet of Fort MacKay. The Hamlet of Fort MacKay is situated on the west 
side of the Athabaska River and the Fort MacKay Band occupies an area that includes Lots | to 7 on Plan 
9022250 (but excluding all mines and minerals), as well as a small portion of the East-West Government 
Road allowance. The Indian settlement has an area of approximately 86.6 hectares. 


12. Little Buffalo Settlement, Alberta 


The settlement is situated in north central Alberta and surrounding Lubicon Lake, and has an area of approxi- 
mately 24,505 hectares. 
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Indians and Bands on Certain Indian Settlements Remission 
Order (1997) 


P.C. 1997-1529, October 23, 1997 (SI/97-127) 
Interpretation 


1. The definitions in this section apply in this Order. 

“band” has the same meaning as in subsection 2(1) of the Indian Act. 

“Indian” has the same meaning as in subsection 2(1) of the Indian Act. 

“Indian Settlement” means an area that is named and described in column 2 of the schedule. 


“reserve” has the same meaning as in subsection 2(1) of the Indian Act. 
Application 


2. This Order applies to any Indian Settlement until the time when the area of that Indian Settlement is set 
aside, in whole or in part, as a reserve by Order of the Governor in Council. 


Part 1— Income Tax 
Interpretation 


3. (1) For the purposes of this Part, “tax” means tax imposed under Parts I, I.1 and 1.2 of the Income Tax Act. 


(2) Subject to section 1, all other words and expressions used in this Part have the same meaning as in the 
Income Tax Act. 


Remission of Income Tax 


4. Remission is hereby granted to a taxpayer who is an Indian whose income is situated on an Indian Settle- 
ment, in respect of the taxation year set out in column 3 of the schedule in relation to that Indian Settlement 
and each taxation year after that year, of the amount, if any, by which 


(a) the taxes, interest and penalties paid or payable by the taxpayer for the taxation year under the Income 
Tax Act 


exceed 


(b) the taxes, interest and penalties that would have been payable by the taxpayer for the taxation year 
under that Act if the Indian Settlement were a reserve throughout the year. 


Part 2— Goods and Services Tax 
Interpretation 
5. (1) For the purposes of this Part, “tax” means the goods and services tax imposed under Division II of Part 
IX of the Excise Tax Act. 
(2) Subject to section 1, all other words and expressions used in this Part have the same meaning as in Part [xX 
of the Excise Tax Act. 


Remission of the Goods and Services Tax 


6. Subject to section 8, remission of the tax paid or payable is hereby granted to an individual who is an 
Indian who resides on an Indian Settlement and who is the recipient of a taxable supply made on or after the 
date for remission of the tax set out in column 4 of the schedule, in an amount equal to the amount, if any, by 
which 

(a) the tax paid or payable by the individual 
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exceeds ; co 
(b) the tax that would have been payable by the individual if the Indian Settlement were a reserve. 


7. Subject to section 9, remission of the tax paid or payable is hereby granted to a band that is established on 
an Indian Settlement and is the recipient of a taxable supply made on or after the date for remission of the tax 
set out in column 5 of the schedule, in an amount equal to the amount, if any, by which 


(a) the tax paid or payable by the band 
exceeds 
(b) the tax that would have been payable by the band if the Indian Settlement were a reserve. 


8. Remission under section 6 in respect of tax paid is granted on the condition that an application in writing 
for the remission be submitted to the Minister of National Revenue within two years after the date on which 
the tax was paid. 


9, Remission under section 7 in respect of tax paid is granted on the condition that an application in writing 
for the remission be submitted to the Minister of National Revenue 


(a) for tax paid on or after the date for remission of the tax set out in column 5 of the schedule but before 
the date for remission of the tax set out in column 4, within two years after the latter date; and 


(b) for tax paid on or after the date for remission of the tax set out in column 4 of the schedule, within two 
years after the date on which the tax was paid. 
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Schedule 
(Sections 1, 4, 6, 7 and 9) 
Column 1 Column 2 ~ Column 3. Column 4... Column 5 
Item Band Indian Settlement and Legal Taxation . Date for _ Date for 
Description of Settlement Lands — Year Remission Remission 


of GST for of GST for 
Individual Bands 
Indians 


L. Nibinamik Summer Beaver, Ontario: District of 1995 October 23, January 1, 
First Nation Nakina, Ontario (52 degrees 45 1997 1995 

minutes north latitude, 88 degrees 

35 minutes west longitude) having 

an area of approximately 3.5 square 

miles. (Excluded are locations SN 

160 and CL 6298, the sites. of the 

old and new schools.) 


2. Long Point Winneway, Quebec: North-half por- 1996 October 23, January 1, 
First Nation tion of of Lots 50 and 51 Range 8, 1997 1996 
the whole of Lot 46-5 Range 9 and 
South-east corner of Lot 47 Range 
9, 51770 CLSR, and 59890 CLSR, 
Township of Devlin, having an area 
of approximately 47 hectares. 
3, God’s River God’s River, Manitoba: Parcel 5, 1993 October 23, January 1, 
First Nation Plan 4955 NLTO (situated in pro-. 1997 1993 
jected Township 67, Range 23, East 
of the principal meridian) having an 
area of approximately 2.83 acres 


Explanatory Note 
(This note is not part of the Order.) 


The purpose of this Order is to extend the benefits of relief from income tax and the goods and services tax 
(GST) to Indians, as though the specified Indian settlements were reserves. This Order applies to settlements 
for which a public commitment has been made by the Government of Canada to grant reserve status under 
the Indian Act. The Department of Indian and Northern Affairs has advised the Department of National 
Revenue of the settlements that have identified boundaries that should be included in this Order. 


With respect to income tax, this Order places Indian individuals in the tax position that they would have been 
in had the Indian settlements been granted reserve status. With respect to the GST, the same relief that has 
been afforded to Indian individuals and Indian bands for on-reserve and certain off-reserve acquisitions of 
taxable supplies has also been extended to similar acquisitions made by Indian individuals or bands on or 
outside of the specified Indian settlements. 


‘Indians and the War Lake First Nation Band on the Ilford 
Indian Settlement Remission Order 


ORDER RESPECTING THE REMISSION OF CERTAIN INCOME TAXES PAID OR PAYA- 
BLE BY INDIANS AND THE GOODS AND SERVICES TAX PAID OR PAYABLE BY INDIANS 
OR BY THE WAR LAKE FIRST NATION BAND ON THE ILFORD INDIAN SETTLEMENT 


P.C, 1994-801, May 12, 1994 (SI/94-71). 
Short Title 


1. This Order may be cited as the Indians and the War Lake First Nation Band on the Ilford Indian Settlement 
Remission Order. 
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Interpretation 


2. In this Order, 
“hand” has the same meaning as in subsection 2(1) of the Indian Act; 


“Ilford Indian Settlement” means the settlement that is situated near Ilford in the Province of Manitoba, 
consisting of parcels of land lettered “A” and “B”, which parcels are shown on a plan of survey of part of 
unsurveyed township 81 in Range 12, east of the principal meridian and contain 2.89 hectares and 3.89 
hectares, respectively, and that is not a reserve; 


“Indian” has the same meaning as in subsection 2(1) of the Indian Act; 


“reserve” has the same meaning as in subsection 2(1) of the Indian Act. 


Part |— Income Tax 
Interpretation 


3. (1) For the purposes of this Part, “tax” means tax under Parts I, I.1 and I.2 of the Income Tax Act. 


(2) Subject to section 2, all other words and expressions used in this Part have the same meaning as in the 
Income Tax Act. 


Remission of Income Tax 


4. Remission is hereby granted to a taxpayer who is an Indian in respect of the 1992 taxation year and each 
taxation year following that year of the amount, if any, by which the taxes, interest and penalties paid or 
payable by the taxpayer for the taxation year under the Income Tax Act exceed the taxes, interest and penal- 
ties that would have been payable by the taxpayer for the year under the Act if the Ilford Indian Settlement 
were a reserve throughout the year 


Part Il — Goods and Services Tax 
: Interpretation 


5. (1) For the purposes of this Part, “tax” means the goods and services tax imposed under Division II of Part 
IX of the Excise Tax Act. 


(2) Subject to section 2, all other words and expressions used in this Part have the same meaning as in Part IX 
of the Excise Tax Act. 


Remission of the Goods and Services Tax 


6. Subject to section 8, remission is hereby granted to an individual who is an Indian and who is the recipient 
of a taxable supply made on or after the day on which this Order comes into force of the tax paid or payable, 
in an amount equal to the amount, if any, by which 


(a) the tax paid or payable by the individual 
exceeds 
(b) the tax that would have been payable by the individual if the Ilford Indian Settlement were a reserve. 


7. Subject to section 8, remission is hereby granted to the War Lake First Nation Band of the tax paid or 
payable, where the band is the recipient of a taxable supply made on or after January 1, 1992, in an amount 
equal to the amount, if any, by which 


(a) the tax paid or payable by the band 
exceeds 
(b) the tax that would have been payable by the band if the Ilford Indian Settlement were a reserve. 
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Condition 


8. Remission under sections 6 and 7 in respect of tax paid is granted on condition that an application in 
writing for the remission be submitted to the Minister of National Revenue within four years after the day on 
which the tax was paid. 


Maintenance Payments Remission Order 


ORDER RESPECTING THE REMISSION OF INCOME TAX PAYABLE BY CERTAIN TAX- 
PAYERS WHO HAVE MADE MAINTENANCE PAYMENTS 


P.C. 1991-256, February 14, 1991 (SI/91-22), as amended by P.C. 1994-622, April 21, 1994 (SI/94- 
. 51). 


Short Title 
1. This Order may be cited as the Maintenance Payments Remission Order. 
Interpretation 


2. In this Order, 
“Act”? means the Income Tax Act; 


“Minister”? means the Minister of National Revenue. 
Remission 


3. Subject to sections 4 to 6, remission is granted to a taxpayer for a taxation year ending after 1978 and 
before 1989 of an amount equal to the amount, if any, by which 


(a) the taxes, interest and penalties payable by the taxpayer under the Act for the year 
exceed 


(b) the taxes, interest and penalties that would have been payable by the taxpayer under the Act for the 
year if there wére deducted in computing the taxpayer’s income for the year the aggregate of all amounts 
paid by the taxpayer in the year, after December 11, 1979 and before February 11, 1988 pursuant to an 
order made by a competent tribunal after December 11, 1979 and before February 11, 1988 in accordance 
with the laws of a province, as an allowance payable on a periodic basis for the maintenance of the 
recipient thereof, of children of the recipient or of both the recipient and the children of the recipient if, at 
the time the payment was made and throughout the remainder of the year, the taxpayer was living apart 
from the recipient. 


Conditions 


4. The remission granted under section 3 to a taxpayer is on condition that the taxpayer makes an application 
for the remission in writing to the Minister on or before December 31, 1995. 


5. Where the taxpayer has made the application referred to in section 4 or before December 31, 1991 for 
remission for a taxation year, the remission is on the further condition that, on the day on which the applica- 
tion was received by the Minister, 


(a) the Minister was allowed under the Act to make an assessment or a reassesment of tax payable by the 
taxpayer for the year; 

(b) an objection or appeal by the taxpayer under section 165, 169 or 172 of the Act against an assessment 
or reassessment for the year was outstanding or could still have been made or instituted; or 


(c) a complaint made in writing by the taxpayer to the Canadian Human Rights Commission at a time 
when paragraph (a) or (b) applied in respect of the year was outstanding concerning the non-deductibility 
in the year of amounts described in paragraph 3(b). 
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5.1 Where the taxpayer makes the application referred to in section 4 after December 31, 1991 for remission 
for a taxation year, the remission is on the further condition that, on December 31, 1991, 


(a) an objection or appeal by the taxpayer under section 165, 169 or 172 of the Act against an assessment 
or a reassessment for the year was outstanding; or 


(b) a complaint made in writing by the taxpayer to the Canadian Human Rights Commission at a time 
when paragraph 5(a) or (b) applied in respect of the year was outstanding concerning the non-deductibility 
in the year of amounts described in paragraph 3(b). 


6. The remission granted under section 3 to a taxpayer for a taxation year is on the further condition that the 
taxpayer | 


(a) within 45 days after the day of mailing to the taxpayer of a notice from the Department of National 
Revenue, Taxation, setting out the amount to be remitted to the taxpayer pursuant to this Order, discontin- 
ues any outstanding action commenced by the taxpayer in any court, 


(b) within 45 days after the day of mailing to the taxpayer of a notice from the Department of National 
Revenue, Taxation, setting out the amount to be remitted to the taxpayer pursuant to this Order, withdraws 
any outstanding objection served on the Minister, any claim filed in any court and any complaint made to 
any tribunal, and 


(c) does not commence any action, claim or objection or make any complaint to any tribunal 


by which the taxpayer seeks a reduction in the amount of, or any other relief or remedy relating to, taxes 
payable by the taxpayer for that year in respect of the deductibility in computing the taxpayer’s income for 
the year of any of the amounts described in paragraph 3(b). 


Prescribed Areas Forward Averaging Remission Order 


ORDER RESPECTING THE REMISSION OF INCOME TAX AND PENALTIES, AND INTER- 
EST THEREON, PAYABLE BY CERTAIN RESIDENTS OF PRESCRIBED AREAS WHO 
FILED FORWARD AVERAGING ELECTIONS IN RESPECT OF THE 1987 TAXATION YEAR 


P.C. 1994-109, January 20, 1994 (SI/94-16) 
Short Title 


1. This Order may be cited as the Prescribed Areas Forward Averaging Remission Order. 
Interpretation 


2. In this Order, 
“Act”? means the Income Tax Act; 


“averaging amount” has the meaning assigned by subsection 110.4(1) of the Act as that subsection applied 
to the 1987 taxation year. 


Remission 
3. Subject to section 4, remission is granted to.a taxpayer in respect of the 1987 taxation year of an amount 


equal to the amount, if any, by which ) ) 


(a) the total of the taxes and penalties, and interest thereon, payable by the taxpayer for that year under the 
Act . 


exceeds 


(b) the total of the taxes and penalties, and interest thereon, that would have been payable by the taxpayer 
for that year under the Act if the taxpayer’s averaging amount for that year were reduced by the amount 
that the taxpayer was entitled to deduct under section 110.7 of the Act in computing the taxpayer’s taxable 
income for that year by reason of having resided in an area prescribed by subsection 7303(5) or (6) of the 
Income Tax Regulations. 
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Conditions 


4. The remission granted under section 3 is on condition that 


(a) the taxpayer makes an application for the remission in writing to the Minister of National Revenue on 
or before December 31, 1995; and 


(b) the amount of the reduction determined under paragraph 3(b) in the taxpayer’s averaging amount for 
the 1987 taxation year is excluded in determining the taxpayer’s accumulated averaging amount under 
paragraph 110.4(8)(a) of the Act after 1987. 


Syncrude Remission Order 


ORDER RESPECTING THE REMISSION OF INCOME TAX FOR THE SYNCRUDE 
PROJECT 


P.C. 1976-1026, May 6, 1976 (C.R.C. 1978, Vol. VII, c. 794) 
Short Title 
1. This Order may be cited as the Syncrude Remission Order. 
Interpretation 


2. In this Order, 
“barrels” means barrels of synthetic crude oil from Leases 17 and 22 pursuant to the Syncrude Project; 


“condition” means that the fiscal programs as they relate to the Syncrude Project in effect at the commence- 
ment of the Syncrude Project have been revised in such a manner as to have significant adverse economic 
effect on the Syncrude Project; 


“Crown” means Her Majesty in right of the Province of Alberta; 
“eased substances” means all substances the participant has recovered pursuant to Leases 17 and 22; 


“Leases 17 and 22” means Government of Alberta Bituminous Sands Leases Nos 17 and 22, excluding that 
portion of Lease No 17 that is subject to an Agreement dated September 20, 1972 as amended by an Agree- 
ment dated September 26, 1972 whereby Great Canadian O11 Sands Limited was granted a sublease of lands 
contained in Lease No 17 and includes any other documents or titles that extend the duration of Leases 17 
ane: 

“participant” means 


(a) Canada-Cities Service Ltd, a body corporate, incorporated under the laws of Canada and having its 
head office at the City of Calgary, in the Province of Alberta, 


(b) Imperial Oil Limited, a body corporate, incorporated under the laws of Canada and having its head 
office at the municipality of Metropolitan Toronto, in the Province of Ontario, 


(c) Gulf Oil Canada Limited, a body corporate, incorporated under the laws of Canada and having its head 
office at the City of Toronto, in the Province of Ontario, 


(d) the Crown as represented by the Minister of Energy and Resources for the Province of Alberta, 


(e) Her Majesty in right of Canada as represented by the Minister of Energy, Mines and Resources for 
Canada, and 


(f) Ontario Energy Corporation, a body corporate, incorporated by Special Act of the Legislature of the 
Province of Ontario and having its head office at the City of Toronto, in the Province of Ontario, 


or any or all of them or their successors or assignees as long as they retain a share in the Syncrude Project; 


“royalty provisions” means the provisions contained in paragraphs 12(1)(0) and 18(1)(m), and subsection 
69(6) to (10) of the Income Tax Act; 


“Syncrude Project” means the scheme of the participant for the recovery of leased substances from Leases 
17 ancd22: 
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“synthetic crude oil’ means a mixture, mainly of pentanes and heavier hydrocarbons, that may contain 
sulphur compounds, that is derived from crude bitumen and that is liquid at the time its volume is measured 
or estimated. 


Remission 


3. (1) Subject to subsection (2), remission is hereby granted to each participant of any tax payable for a 
taxation year pursuant to Part I of the Income Tax Act as a result of the royalty provisions being applicable to 


(a) amounts receivable and the fair market value of any property receivable by the Crown as a royalty, tax, 
rental or levy with respect to the Syncrude Project, or as an amount however described, that may reasona- 
bly be regarded as being in lieu of any of the preceding amounts; 

(b) dispositions of leased substances to the Crown by the participant; and 


(c) acquisitions of leased substances from the Crown by the participant. 


(2) No remission shall be granted pursuant to this Order to a participant in respect of a taxation year of that 
participant that commences after 


(a) the recovery of 1.1 billion barrels, where the Governor in Council revokes this Order upon being 
satisfied on the report of the Minister of Finance that the condition exists prior to the recovery of 1.1 
billion barrels, 


(b) the recovery of the number of barrels recovered on the date the Governor in Council revokes this 
Order upon being satisfied on the report of the Minister of Finance that the condition exists if that date is 
after the recovery of more than 1.1 billion barrels and less than 2.1 billion barrels, 


(c) the recovery of 2.1 billion barrels, or 
(d) December 31, 2003, 
whichever first occurs. 


Loe 


Income Tax Conventions Interpretation Act 


An Act respecting the interpretation of Canada’s international conventions relating to income 
tax and the Acts implementing such conventions. 


R.S.C. 1985, c. 1-4, AS AMENDED 


Short Title 


1. Short title — This Act may be cited as the Jn- 
come Tax Conventions Interpretation Act. 


Definition 


2. Definition of “convention” — In this Act, 
“convention” means any convention or agreement 
between Canada and another state relating to tax on 
income, and includes any protocol or supplementary 
convention or agreement relating thereto. 


Interpretation 


3. Meaning of undefined terms — Notwith- 
standing the provisions of a convention or the Act 
giving the convention the force of law in Canada, it 
is hereby declared that the law of Canada 1s that, to 
the extent that a term in the convention is 


(a) not defined in the convention, 
(b) not fully defined in the convention, or 


(c) to be defined by reference to the laws of Can- 
ada, 


that term has, except to the extent that the context 
otherwise requires, the meaning it has for the pur- 
poses of the Income Tax Act, as amended from time 
to time, and not the meaning it had for the purposes 
of the Income Tax Act on the date the convention 
was entered into or given the force of law in Canada 
if, after that date, its meaning for the purposes of the 
Income Tax Act has changed. 


4. Permanent establishments in Canada — 
Notwithstanding the provisions of a convention or 
the Act giving the convention the force of law in 
Canada, it is hereby declared that the law of Canada 
is that where, for the purposes of the application of 
the convention, the profits from a business activity, 
including an industrial or commercial activity, attrib- 
utable or allocable to a permanent establishment in 
Canada are to be determined for any period, 


(a) there shall, except where the convention ex- 
pressly otherwise provides, be included in the de- 
termination of those profits all amounts with re- 
spect to that activity that are attributable or 
allocable to the permanent establishment and that 
would be required to be included under the Jn- 
come Tax Act, as amended from time to time, by 
a person resident in Canada carrying on the activ- 
ity in Canada in the computation of his income 
from a business for that period; and 


(b) there shall, except to the extent that an agree- 
ment between the competent authorities of the 


parties to the convention expressly otherwise pro- 
vides, not be deducted in the determination of 
those profits any amount with respect to that ac- 
tivity that is attributable or allocable to the per- 
manent establishment and that would not be de- 
ductible under the Income Tax Act, as amended 
from time to time, by a person resident in Canada 
carrying on the activity in Canada in the compu- 
tation of his income from a business for that 
period. 


5. Definitions — Notwithstanding the provisions of 
a convention or the Act giving the convention the 
force of law in Canada, in this section and in the 
convention, 


“annuity” does not include a pension payment 
(other than a periodic pension payment) arising in 
Canada; 


History: “Annuity” added by 1993, c. 24, s. 147, applicable with 
respect to amounts paid after 1991. 


“Canada” means the territory of Canada, and 
includes 


(a) every area beyond the territorial seas of Can- 
ada that, in accordance with international law and 
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Canada may exercise rights with respect to the” 
seabed and subsoil and their natural resources, 
and 


(b) the seas and airspace above every area de- 
scribed in paragraph (a); 
“jmmovable property” and “real property”, with 


respect to such property in Canada, are hereby de- 
clared to include 


(a) any right to explore for or exploit mineral de- 
posits and sources in Canada and other natural re- 
sources in Canada. and 


(b) any right to an amount computed by reference 
to the production, including profit, from, or to the 
value of production from. mineral deposits and 
sources in Canada and other natural resources in 

Canada: | 


“periodic pension payment” does not include a 
pension payment arising in Canada that is 


(a) a lump sum payment, or a payment that can | | 
reasonably be considered to be an instalment of a | 
fump* sum “amount, ‘under a' fegistered! pension | | 
pian. 

(b) a payment before maturity, or a payment in 


full or partial commutation of the retirement in- 
come. under a registered retirement savings plan, 


(c) a payment at any time in a calendar year 
under a registered retirement income fund where 
the total of all payments made under the fund at 
or before that time and in the year, other than 


(i) a2 payment or portion thereof that is not re- 
quired by section 146.3 of the Income Tax Act | 
to be included in computing the income of any 
person and that is not included under para- 
graph 212(1)(q) of that Act in respect of any 
person, and 

(ii) a payment in respect of which a deduction 
is available under paragraph 60(1) of the Jn- 
come Tax Act in computing the income of 
any person. 

exceeds the greater of 


(iii) twice the amount that would be the mini- 
mum amount under the fund for the year, and 


(iv) ten per cent of the amount that would be | 
the fair market value of the property held in | 


connection with the fund at the beginning of | ™ 


the year. 
if all property transferred im the year and before 


that time to the carrier of the fund as considera- | all pret 


tion under the fund had been transferred immedi- 
ately before the beginning of the year and if the 
definition “minimum amount” in paragraph 
146.3(1\(b.1) of the Income Tax Act were appli- | 
cable with respect to all registered retirement in- | 
come funds. or 
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Interpretation S. 5.1(g) 


under the arrangement to the recipient in 
the immediately preceding year, otherwise 
than because of the fact that payments 
commenced to be made to the recipient in 
the preceding year and were made for a pe- 
riod of less than twelve months in that 
year, or 


(B) the total amount of payments (other 
than excluded payments) under the ar- 
rangement to the recipient in the year will 
exceed twice the total amount of payments 
(other than excluded payments) to be made 
under the arrangement to the recipient in 
any subsequent year, otherwise than be- 
cause of the termination of the series of 
payments or the reduction in the amount of 
payments to be made after the death of any 
individual, 


and, for the purposes of this subparagraph, 
“excluded payment’? means a payment that is 
neither a periodic payment nor a payment de- 
scribed in any of clauses (i)(A) to (C). 


(d) a payment to a recipient at any time in a cal- 
endar year under an arrangement, other than a 
plan or fund referred to in paragraphs (a) to (c), 


where 


(i) the payment is not 


(A) one of a series of annual or more fre- 
quent payments to be made over the life- 
time of the recipient or over a period of at 
least 10 years, 


(B) one of a series of annual or more fre- 
quent payments each of which is contin- 
gent on the recipient continuing to suffer 
from a physical or mental impairment, or 


(C) a payment to which the recipient is en- 
titled as a consequence of the death of an 
individual who was in receipt of periodic 
pension payments under the arrangement, 
and that is made under a guarantee that a 
minimum number of payments will be 
made in respect of the individual, or 


(ii) at the time the payment is made, it may 
reasonably be concluded that Jt 


(A) the total amount of payments (other 
than excluded payments) under the ar- 
rangement to the recipient in the year will 
exceed twice the total amount of payments 
(other than excluded payments) made 


History: “Periodic pension payment” added by 1993, c. 24, s. 147, 
applicable with respect to amounts paid after 1991. 


Special note re s. 5: 1993, c. 24, subsec. 84(10) (re-enacted as 
1994, c. 7, Sched. VIII, subsec. 84(10)), provides as follows: 


(10) Notwithstanding subsection (9), [amended ITA 
146.3(1)“minimum amount”] does not apply for the purposes of 
section 5 of the Income Tax Conventions Interpretation Act, 
with respect to payments made before 1993. 


5.1 Definition of “pension” — For the purposes 
of the definitions “annuity” and “periodic pension 
payment” in section 5, “pension” includes payments 
arising in Canada under 


(a) a registered pension plan; 

(b) a registered retirement savings plan; 

(c) a registered retirement income fund; 

(d) a retirement compensation arrangement; 
(e) a deferred profit sharing plan; 


(f) a plan that is deemed by subsection 147(15) of 
the Income Tax Act not to be a deferred profit 
sharing plan; 

(g) an annuity contract purchased under a plan re- 
ferred to in paragraph (e) or (f); 
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(h) an annuity contract where the amount paid by 
or on behalf ‘of an individual to acquire the con- 
tract was deductible under paragraph 60(1) of the 
Income Tax Act in computing the individual’s in- 
come for any taxation year (or would have been 
so deductible if the individual had been resident 
in Canada); and i 


(i) a superannuation, pension or retirement plan 
not otherwise referred to in this section. 


“pension”, 


Income Tax Conventions Interpretation Act 


Convention Art. 


Related Provisions: Canada-U.S. Tax 
XVIII:3 — Definition of “pension”. 


History: S. Su added by 1993, c. 24, s. 148, applicable with re- 
spect to amounts paid after 1991. 


6. Meaning of “interest” — Notwithstanding sec- 
tion 3, the meaning of the term “interest” in any con- 
vention given the force of law in Canada before No- 
vember 19, 1974 does not include any amount paid 
or credited, pursuant to an agreement in writing en- 
tered into before June 23, 1983, as consideration for 
a guarantee referred to in paragraph 214(15)(a) of 
the Income Tax Act. ; 


6.1 Transitional — Where a taxation year of a tax- 
payer includes June 23, 1983, the additional tax pay- 
able under the Income Tax Act (except. Part XIII 
thereof) by the taxpayer for the taxation year by vir- 
tue of this Act shall be calculated in accordance with 
the following formula SE 


B 

A. sal ee 

Si igiths C 

where 

A is the amount of additional taxes payable under 
the Income Tax Act (except Part XIII thereof) by 
the taxpayer for the taxation year by virtue of this 
Act, 


T is the amount of additional taxes payable under 
the Income Tax Act (except Part XIII thereof) by 
the taxpayer for the taxation year by virtue of this 
Act (except this section), i 


B is the number of days in the taxation year after 
June 23, 1983, and | 


Cis the number of days in the taxation year. 


History: S. 6.1 added by 1985, c. 48 (Ist Supp.), s. 2, applicable to 
taxation years ending after June 23, 1983. 


6.2 Partnerships — Notwithstanding the provi- 
sions of a convention between Canada and another 
state or the Act giving it the force of law in Canada, 
it is hereby declared that the law of Canada is that, 
for the purposes of the application of the convention 
and the Income Tax Act to a person who is a resident 
of Canada, a partnership of which that person is a 
member is neither a resident nor an enterprise of that 
other state, 


History: S. 6.2 added by 1991, c. 49, s. 220, applicable to taxation 
years ending after June 23, 1983. 
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Application 


7. Application — This Act applies 
(a) in the case of tax under Part XIII of the In- 


come Tax Act, to amounts paid or credited after 
June 23, 1983; and - 


(b) in all other cases, to taxation years ending af- 
ter June 23, 1983. 


Canada-United States Income Tax Convention, 1980 


CONVENTION BETWEEN CANADA AND THE UNITED STATES OF AMERICA WITH RE- 
SPECT TO TAXES ON INCOME AND ON CAPITAL SIGNED ON SEPTEMBER 26, 1980, AS 
AMENDED BY THE PROTOCOLS SIGNED ON JUNE 14, 1983, MARCH 28, 1984, MARCH 
17, 1995 AND JULY 29, 1997 


(Enacted in Canada by S.C. 1984, c. 20; 1995 Protocol enacted in Canada by S.C. 1995, c. 34, Royal 
Assent November 8, 1995; 1997 Protocol enacted in Canada by S.C. 1997, c. 38, Royal Assent 
December 10, 1997.) 


Notes: 


The Income Tax Convention (treaty) between Canada and the United States was signed on September 26, 
1980, and amended by Protocols signed on June 14, 1983 and March 28, 1984. Instruments of ratification 
were exchanged on August 16, 1984. This Convention supersedes the former Canada-United States Conven- 
tion, signed in 1942. A third Protocol, signed on March 17, 1995 (replacing one earlier signed on August 31, 
1994), came into force with instruments of ratification exchanged on November 9, 1995. A fourth Protocol, 
signed on July 29, 1997, came into force with instruments of ratification exchanged on December 16, 1997. 


On April 26, 1984, the United States Treasury Department released a technical explanation of the Conven- 
tion. A news release issued by the Canadian Department of Finance on August 16, 1984 states that the techni- 
cal explanation “accurately reflects understandings reached in the course of negotiations with respect to the 
interpretation and application of the various provisions in the 1980 Tax Convention as amended”. 


The Technical Explanation is accepted as valid guidance by the Courts; see, e.g., Coblentz, [1996] 3 C.T.C. 
295 (FCA). The relevant portion of the technical explanation is reproduced below after each paragraph of the 
relevant Article. Note, however, that the Federal Court of Appeal stated in Kubicek Estate (September 26, 
1997): “The Technical Explanation is a domestic American document. True, it is stated to have the endorsa- 
tion of the Canadian Minister of Finance, but in order to bind Canada it would have to amount to another 
convention, which it does not. From the Canadian viewpoint, it has about the same status as a Revenue 
Canada interpretation bulletin, of interest to a Court but not necessarily decisive of an issue”. 


On June 13, 1995, the U.S. Treasury Department released a technical explanation of the March 17, 1995 
Protocol. The Canadian Minister of Finance indicated that “Canada agrees that the technical explanation 
accurately reflects understandings reached in the course of negotiations with respect to the interpretation and 
application of the various provisions in the Protocol”: Department of Finance news release 95-048, June 13, 
1995. Similarly, a technical explanation for the Protocol signed on July 29, 1997 was released by the U.S. 
Treasury Department in December, 1997. The relevant portions of these technical explanations are repro- 
duced below with the text. 


[For reference to the Canada-United States Social Security Agreement, see Revenue Canada Information 
Circular 84-6.] 


Table of Contents 


Art. I — Personal Scope 

Art Il == Taxes Covered 

Art. I] — General Definitions 

Art. IV — Residence 

Art. V — Permanent Establishment 

Art. VI — Income from Real Property 
Art. VII — Business Profits 

Art. VIII — Transportation 

Art. [IX — Related Persons 

Art. X — Dividends 

Art. XI — Interest 

Art. XII — Royalties 

Art. XIII — Gains 

Art. XIV — Independent Personal Services 
Art. XV — Dependent Personal Services 
Art. XVI — Artistes and Athletes 
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Canada—U.S. Tax Convention 


Art. XVII — Withholding of Taxes in Respect of Personal Services 


Art. XVIII — Pensions and Annuities 

Art. XIX — Government Service 

Art. XX — Students 

Art. XXI — Exempt Organizations 

Art. XXII — Other Income 

Art. XXIII — Capital 

Art. XXIV — Elimination of Double Taxation 
Art. XXV — Non-Discrimination 

Art. XXVI — Mutual Agreement Procedure 
Art. XX VI A — Assistance in Collection 
Art. XX VII — Exchange of Information 


Art. XXVHI — Diplomatic Agents and Consular Officers 


Art. XXIX — Miscellaneous Rules 
Art. XXIX A — Limitation on Benefits 


Art. XXIX B — Taxes Imposed by Reason of Death 


Art. XXX — Entry Into Force 
Art. XXXI — Termination 


Canada and the United States of America, desiring to conclude a Convention for the avoidance of double 
taxation and the prevention of fiscal evasion with respect to taxes on income and on capital, have agreed as 


follows: 


Application of the 1995 Protocol: Future consultations, and the 
coming into force of the Protocol are covered in Articles 20 and 21. 


Article 20 provides that the appropriate authorities of each country 
will consult within a three year period with a view to determining 
whether further reductions in the withholding rates should be intro- 
duced and whether amendments to the new limitation of benefits 
provisions would be appropriate. The authorities will also consult 
after a three year period to consider giving effect to the new arbitra- 
tion procedure provided for under Article XXVI (Mutual Agree- 
ment Procedure). 


Article 20 reads: 


1. The appropriate authorities of the Contracting States shall 
consult within a three-year period from the date on which this 
Protocol enters inte force with respect to further reductions in 
withholding taxes provided in the Convention, and with re- 
spect to the rules in Article XXIX A (Limitation on Benefits) 
of the Convention. 


2. The appropriate authorities of the Contracting States shall 
consult after a three-year period from the date on which the 
Protocol enters into force in order to determine whether it is 
appropriate to make the exchange of notes referred to in Arti- 
cle XXVI (Mutual Agreement Procedure) of the Convention. 


Article 21 sets out the mechanism for the entry into force of the 
Protocol and the application of its provisions. In general, the provi- 
sions of the Protocol will be effective for the withholding tax as of 
the first day of the second month following the entry into force of 
the Protocol and, for other taxes, for taxable periods beginning on 
and after the first day of January following the entry into force of 
the Protocol. However, special rules are provided for a phased re- 
duction of the withholding tax on direct dividends and the branch 
profits tax and for the provisions of Article XXVI A (Assistance in 
Collection). The provisions relating to the US estate tax in Article 
XXIX B (Taxes Imposed by Reason of Death) are effective retroac- 
tively for deaths occurring after November 10, 1988. 


Article 21 reads: 


1. This Protocol shall be subject to ratification in accordance 
with the applicable procedures in Canada and the United 
States and instruments of ratification shall be exchanged as 
soon as possible. 
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2. The Protocol shall enter into force upon the exchange of 
instruments of ratification, and shall have effect: 


(a) For tax withheld at the source on income referred to 
in Articles X (Dividends), XI (Interest), XII (Royalties) 
and XVIII (Pensions and Annuities) of the Convention, 
except on income referred to in paragraph 5 of Article 
XVIII of the Convention (as it read before the entry into 
force of this Protocol), with respect to amounts paid or 
credited on or after the first day of the second month next 
following the date on which the Protocol enters into 
force, except that the reference in paragraph 2(a) of Arti- 
cle X (Dividends) of the Convention, as amended by the 
Protocol, to “S per cent” shall be read, in its application 
to amounts paid or credited on or after that first day: 


(i) Before 1996, as “7 per cent”; and 
(11) After 1995 and before 1997, as “6 per cent”; and 


(b) For other taxes, with respect to taxable years begin- 
ning on or after the first day of January next following 
the date on which the Protocol enters into force, except 
that the reference in paragraph 6 of Article X (Dividends) 
of the Convention, as amended by the Protocol, to “5 per 
cent” shall be read, in its application to taxable years be- 
ginning on or after that first day and ending before 1997, 
as “6 per cent”. 


3. Notwithstanding the provisions of paragraph 2, Article 
XXVI A (Assistance in Collection) of the Convention shall 
have effect for revenue claims finally determined by a re- 
questing State after the date that is 10 years before the date on 
which the Protocol enters into force. 


4. Notwithstanding the provisions of paragraph 2, paragraphs 
2 through 8 of Article XXIX B (Taxes Imposed by Reason of 
Death) of the Convention (and paragraph 2 of Article II 
(Taxes Covered) and paragraph 3(a) of Article XXIX (Mis- 
cellaneous Rules) of the Convention, as amended by the Pro- 
tocol, to the extent necessary to implement paragraphs 2 
through 8 of Article XXIX B (Taxes Imposed by Reason of 
Death) of the Convention) shall, notwithstanding any limita- 
tion imposed under the law of a Contracting State on the as- 
sessment, reassessment or refund with respect to a person’s 
return, have effect with respect to deaths occurring after the 
date on which the Protocol enters into force and, provided 
that any claim for refund by reason of this sentence is filed 
within one year of the date on which the Protocol enters into 


Art. I 


force or within the otherwise applicable period for filing such 
claims under domestic law, with respect to benefits provided 
under any of those paragraphs with respect to deaths occur- 
ring after November 10, 1988. 


5. Notwithstanding the provisions of paragraph 2, paragraph 
2 of Article 3 of the Protocol shall have effect with respect to 
taxable years beginning on or after the first day of January 
next following the date on which the Protocol enters into 
force. 


Technical Explanation [1995 Protocol]: 
Article 20 


Article 20 of the Protocol does not amend the text of the Conven- 


tion. It states two understandings between the Contracting States re-_. 


garding future action relating to matters dealt with in the Protocol. 
Paragraph 1 requires the appropriate authorities of the Contracting 
States to consult on two matters within three years from the date on 


which the Protocol enters into force. First, they will consult with a - 


view to agreeing to further reductions in withholding rates on divi- 
dends, interest and royalties under Articles X, XI, and XII, respec- 
tively. This provision reflects the fact that, although the Protocol 
does significantly reduce withholding rates, the United States. re- 
mains interested in even greater reductions, to further open the capi- 
tal markets and fulfili the objectives of the North American Free 
Trade Agreement. Second, the appropriate authorities of the Con- 
tracting States will consult about the rules in Article XXIX A (Limi- 
tation on Benefits). By that time, both Contracting States will have 
had an opportunity to observe the operation of the Article, and the 
United States will have had greater experience with the correspond- 
ing provisions in other recent U.S. tax conventions, 


Paragraph 2 of Article 20 also requires consultations between the 
appropriate authorities, after the three-year period from the date on 
which the Protocol enters into force, to determine whether to imple- 
ment the arbitration procedure provided for in paragraph 6 of Arti- 
cle XXVI (Mutual Agreement Procedure), added by Article 14 of 
the Protocol. The three-year period is intended to give the authori- 
ties-an opportunity to consider how arbitration has functioned in 
other tax conventions, such as the U.S.-Germany Convention, 
before implementing it under this Convention. . 


Article 21 


Article 21 of the Protocol provides the rules for the entry into force 
of the Protocol provisions. The Protocol will be subject. to ratifica- 
tion according to the normal procedures in both Contracting States 
and instruments of ratification will be exchanged as soon as possi- 
ble. Upon the exchange of instruments, the Protocol will enter into 
force. 


Paragraph 2(a) of Article 21 generally governs the entry into force 
of the provisions of the Protocol for taxes withheld at source, while 
paragraph 2(b) generally governs for other taxes. Paragraphs 3, 4, 
and 5 provide special rules for certain provisions. 


Paragraph 2(a) provides that the Protocol generally will have effect 
for taxes withheld at source on dividends, interest, royalties, and 
pensions and annuities (other than social security benefits), under 
Articles X, XI, XII, and XVIII, respectively, with respect to 
amounts paid or credited on or after the first day of the second 
month following the date on which the Protocol enters into force 
(i.e., the date on which instruments of ratification are exchanged). 
However, with respect to direct investment dividends, the 5 percent 
rate specified in paragraph 2(a) of Article X will be phased in as 
follows: (1) for dividends paid or-credited after the first day of the 
second month referred to above, and during 1995, the rate of with- 
holding will be 7 percent; (2) for dividends paid or credited after the 
first day of the second month, and, during 1996, the rate will be 6 
percent; and (3) for dividends paid or credited after the first day of 
the second month and after. 1996, the rate will be 5 percent. 


For taxes other than those withheld at source and for the provisions 
of the Protocol relating to taxes withheld on social security benefits, 
the Protocol will have effect with respect to taxable years beginning 
on or after the first day of January following the date on which the 


Canada—U.S. Tax Convention 


Protocol enters into force. However, the rate of tax applicable to the 
branch tax under paragraph 6 of Article X (Dividends) will be 
phased in in a manner similar to the direct investment dividend 
withholding tax rate; that is, a rate of 6 percent will apply for taxa- 
ble years beginning in 1996 and a rate of 5 percent will apply for 
taxable years beginning in 1997 and subsequent years. 


Paragraph 3 of Article 21 provides a special effective date for the 
provisions of the new Article XXVI A (Assistance in Collection) of 
the Convention, introduced by Article 15 of the Protocol. Collection 
assistance may be granted by a Contracting State with respect to a 
request by the other Contracting State for a claim finally determined 
by the requesting State after the date that is ten years before the date 
of the entry into force of the Protocol. Thus, for example, if instru- 
ments of ratification are exchanged on July 1, 1995, assistance may 
be given by Canada under Article XXVI A for a claim that was 
finally determined in the United States at any time after July 1, 
1985. 


Paragraph 4-of Article 21 provides special effective date provisions 
for paragraphs 2 through 7 of the new Article XXIX B (Taxes Im- 
posed by Reason of Death) of the Convention, introduced by Article 
18 of the Protocol, and certain related provisions elsewhere in the 
Convention. These’ special effective date provisions are discussed 
above in connection with Article 18. 

Finally, paragraph 5 of Article 21 provides a special effective date 
for paragraph 2 of Article 3 of the Protocol, which provides a new 
residence rule for certain “continued” corporations. Under para- 
graph 5, the new residence rule for such corporations will have ef- 
fect for taxable years beginning on or after the first day of January 
following the date on which the Protocol enters into force. 


Article | — Personal Scope 


This Convention is generally applicable to persons 
who are residents of one or both of the Contracting 
States. 


Technical Explanation [1984]: 


Article I provides that the Convention is generally applicable to per- 
sons who are residents of either Canada or the United States or both 
Canada and the United States. The word “generally” is used because 
certain provisions of the Convention apply to persons who are re- 
sidents of neither Canada nor the United States. . 


Article Il — Taxes Covered 


1. This Convention shall apply to taxes on income 
and on capital imposed on behalf of each Con- 
tracting State, irrespective of the manner in which 


they are levied. 


Technical Explanation [1984]: 


Paragraph: | states that the Convention applies to taxes “on income 
and on capital” imposed on behalf of Canada and the United States, 
irrespective of the manner in which such taxes are levied. Neither 
Canada nor the United States presently impose taxes on capital. Par- 
agraph | is not intended either to broaden or to limit paragraph 2, 
which provides. that the Convention shall apply, in the case of Can- 
ada, to the taxes imposed by the Government of Canada under Parts 
I, XII, and XIV of: the Income Tax Act and, in the case of the 
United States, to the Federal income taxes imposed by the Jnternal 
Revenue Code (‘the Code’). | 


National taxes not generally covered by the Convention include, in 
the case of the United States, the estate, gift, and generation-skip- 
ping transfer taxes, the Windfall Profits Tax, Federal unemployment 
taxes, social security taxes imposed under sections 1401, 3101, and 
3111 of the Code, and the excise tax on insurance premiums im- 
posed under Code section 4371. The Convention also does not gen- 
erally cover the Canadian excise tax on net insurance premiums 
paid by residents of Canada for coverage of a risk situated in Can- 
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ada, the Petroleum and Gas Revenue Tax (PGRT) and the Incre- 
mental Oil Revenue Tax (IORT). However, the Convention has the 
effect of covering the Canadian social security tax in certain re- 
spects because under Canadian domestic tax law no such tax is due 


if there is no income subject to tax under the Income Tax Act of | 


Canada. Taxes imposed by the states of the United States, and by 
the provinces of Canada, are not generally covered by the Conven- 
tion. However, if such taxes are imposed in accordance with the 
provisions of the Convention, a foreign tax credit is ensured by par- 
agraph 7 of Article XXIV (Elimination of Double Taxation). 


2. Notwithstanding paragraph 1, the taxes existing 
on March 17, 1995 to which the Convention shall 
apply are: 

(a) in the case of Canada, the taxes imposed by 


the Government of Canada under the Income Tax 
Act; and 


(b) in the case of the United States, the Federal 
income taxes imposed by the Jnternal Revenue 
Code of 1986. However, the Convention shall ap- 
ply to: 
(1) the United States accumulated earnings tax 
and personal holding company tax, to the ex- 
tent, and only to the extent, necessary to im- 
plement the provisions of paragraphs 5. and 8 
of Article X (Dividends); 


(ii) the United States excise taxes imposed 
with respect to private foundations, to the ex- 
tent, and only to the extent, necessary to im- 
plement the provisions of paragraph 4 of Arti- 
cle XXI (Exempt Organizations); 


(iii) the United States social security taxes, to 
the extent, and only to the extent, necessary to 
implement the provisions of paragraph 2 of 
Article XXIV (Elimination of Double Taxa- 
tion) and paragraph 4 of Article XXIX (Mis- 
cellaneous Rules); and 


(iv) the United States estate taxes imposed by 
the Internal Revenue Code of 1986, to the ex- 
tent, and only to the extent, necessary to im- 
plement the provisions of paragraph 3(g) of 
Article XX VI (Mutual Agreement Procedure) 
and Article XXIX B (Taxes Imposed by Rea- 
son of Death). 

Related Provisions: Art. XXVI A:9 — Cross-border collection 

assistance applies to other taxes as well. 

History: Para. 2 amended by 1995 Protocol, article 1, generally ef- 

fective with respect to taxable years begining on or after January 1, 

1996 (see Art. 21(2) and (4) under “Application of the 1995 Proto- 

col” above). Para. 2 formerly read: 


2. The existing taxes to which the Convention shall apply are: 
(a) in the case of Canada, the taxes imposed by the Gov- 
ernment of Canada under Parts I, XII1 and XIV of the 
Income Tax Act; and 


(b) in the case of the United States, the Federal income 
taxes imposed by the Internal Revenue Code. 


Technical Explanation [1995 Protocol]: 
Article 1 of the Protocol amends Article II (Taxes Covered) of the 
Convention. Article II identifies the taxes to which the Convention 


applies. Paragraph 1 of Article 1 replaces paragraphs 2 through 4 of 
Article II of the Convention with new paragraphs 2 and 3. For each 
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Contracting State, new paragraph 2 of Article II specifies the taxes 
existing on the date of signature of the Protocol to which the Con- 
vention applies. New paragraph 3 provides that the Convention will 
also apply to taxes identical or substantially similar to those speci- 
fied in paragraph 2, and to any new capital taxes, that are imposed 
after the date of signature of the Protocol. 


New paragraph 2(a) of Article II describes the Canadian taxes cov- 
ered by the Convention. As amended by the Protocol, the Conven- 
tion will apply to all taxes imposed by the Government of Canada 
under the Income Tax Act. 


New paragraph 2(b) of Article II amends the provisions identifying 
the U.S. taxes covered by the Convention in several respects. The 
Protocol incorporates into paragraph 2(b) the special rules found in 
paragraph 4 of Article II of the present Convention. New paragraph 
2(b)(iii) conforms the rule previously found in. paragraph 4(c) of Ar- 
ticle II to the amended provisions of Article XXIV (Elimination of 
Double Taxation), under which Canada has agreed to grant a for- 
eign tax credit for U.S. social security taxes. In addition, the Proto- 
col adds a fourth special rule to reflect the addition to the Conven- 
tion of new Article XXIX B (Taxes Imposed by Reason of Death) 
and related provisions in new paragraph 3(g) of Article XX VI (Mu- 
tual Agreement Procedure). 


Article 1 of the Protocol also makes minor clarifying, non-substan- 
tive amendments to paragraphs 2 and 3 of the Article. 
Technical Explanation [1984]: 


Paragraph 2 contrasts with paragraph | of the Protocol to the 1942 
Convention, which refers to “Dominion income taxes.” In addition, 
unlike the 1942 Convention, the Convention does not contain a ref- 
erence to “surtaxes and excess-profits taxes.” 


3. The Convention shall apply also to: 


(a) any taxes identical or substantially similar to 
those taxes to which the Convention applies 
under paragraph 2; and 


(b) taxes on capital; 


which are imposed after March 17, 1995 in addition 
to, or in place of, the taxes to which the Convention 
applies under paragraph 2. 


History: Para. 3 amended by 1995 Protocol, article 1, generally ef- 
fective with respect to taxable years begining on or after January 1, 
1996 (see Art. 21(2) under “Application of the 1995 Protocol” 
above). Para. 3 formerly read: 


3. The Convention shall apply also to: 


(a) any identical or substantially similar taxes on income; 
and 


(b) taxes on capital 


which are imposed after the date of signature of the Conven- 
tion in addition to, or in place of, the existing taxes. 


Technical Explanation [1995 Protocol]: 
See under para. 2. 
Technical Explanation [1984]: 


Paragraph 3 provides that the Convention also applies to any taxes 
identical or substantially similar to the taxes on income in existence 
on September 26, 1980 which are imposed in addition to or in place 
of the taxes existing on that date. Similarly, taxes on capital im- 
posed after that date are to be covered. 


It was agreed that Part I of the Income Tax Act of Canada is a cov- 
ered tax even though Canada has made certain modifications in the 
Income Tax Act after the signature of the Convention and before the 
signature of the 1983 Protocol. In particular, Canada has enacted a 
low flat rate tax on petroleum production (the PGRT) which, at the 
time of the signature of the 1983 Protocol, is imposed generally at a 
statutory rate of 14.67 percent for the period June 1, 1982 to May 
31, 1983, and at 16 percent thereafter, generally reduced to an effec- 
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tive rate of 11-percent or 12 percent after deducting a 25 percent 
resource allowance. The PGRT is not deductible in computing in- 
come for Canadian income tax purposes. This agreement is not in- 
tended to have implications for any other convention or for the in- 
terpretation of Code sections 901 and 903. Further, the PGRT and 
IORT are not taxes described in paragraphs 2 or 3. 


4. [Repealed] 


History: Para. 4 repealed by 1995 Protocol, article 1, generally ef- 
fective with respect to taxable years begining on or after January 1, 
1996 (see Art. 21(2) under “Application of the 1995 Protocol” 
above). Para. 4 formerly read: 


4. Notwithstanding the provisions of paragraphs 2(b) and 3, 
the Convention shall apply to: 


(a) the United States accumulated earnings tax and_per- 
sonal holding company tax, to the extent, and only to the 
extent, necessary to implement the provisions of 
paragraphs 5 and 8 of Article X (Dividends); 


(b) the United States excise taxes imposed with respect to 
private foundations, to the extent, and only to the extent, 
necessary to implement the provisions of paragraph 4 of 
Article XXI (Exempt Organizations); and 


(c) the United States social security taxes, to the extent, 
and only to the extent, necessary to implement the provi-.. 
sions of paragraph 4 of Article XXIX (Miscellaneous 
Rules). 


Technical Explanation [1984]: 


Paragraph 4 provides that, notwithstanding paragraphs 2 and 3, the 
Convention applies to certain United States taxes for certain speci- 
fied purposes: the accumulated earnings tax and personal holding 
company tax are covered only to the extent necessary to implement 
the provisions of paragraphs 5 and 8 of Article X (Dividends); the 
excise taxes imposed with respect to private foundations are COV- 
ered only to the extent necessary to implement the provisions of 
paragraph 4 of Article XXI (Exempt Organizations); and the social 
security taxes imposed under sections 1401, 3101, and 3111 of the 
Code are covered only to the extent necessary to implement the pro- 
visions of paragraph 4 of Article XXIX (Miscellaneous Rules). The 
pertinent provisions of Articles X, XXI, and XXIX are described 
below. Canada has no national taxes similar to the United. States 
accumulated earnings tax, personal holding company tax, or excise 
taxes imposed with respect to private foundations. 


Article II does not specifically refer to interest, fines and penalties. 
Thus, each Contracting State may, in general, impose interest, fines, 
and penalties or pay interest pursuant to its domestic laws. Any 
question whether such items are being imposed or paid in connec- 
tion with covered taxes in a manner consistent with provisions of 
the Convention, such as Article XXV (Non-Discrimination), may, 
however, be resolved by the competent authorities pursuant to Arti- 
cle XXVI (Mutual Agreement Procedure). See, however, the discus- 
sion below of the treatment of certain interest under Articles XXIX 
(Miscellaneous Rules) and XXX (Entry Into Force). 


Article !Il— General Definitions 


1. For the purposes of this Convention, unless the 
context otherwise requires: 


(a) when used in a geographical sense, the term 
“Canada” means the territory of Canada, includ- 
ing any area beyond the territorial seas of Canada 
which, in accordance with international law and 
the laws of Canada, is an area within which Can- 
ada may exercise rights with respect to the seabed 
and subsoil and their natural resources; 
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(b) the term “United States” means: 


_(i) the United States of America, but does not 

-include Puerto Rico, the Virgin Islands, Guam 
or any other United States possession or terri- 
tory; and 


(ii) when used in a geographical sense, such 
term also includes any area beyond the territo- 
rial seas of the United States which, in accor- 
dance with international law and the laws of 
the United States, is an area within which the 
United States may exercise rights with respect 
to the seabed and subsoil and their natural 
resources; 


(c) the term “Canadian tax” means the taxes re- 
ferred to in Article II (Taxes Covered) that are 
imposed on income by Canada; 


(d) the term “United States tax’’ means the taxes 
referred to in Article I] (Taxes Covered), other 
than in subparagraph (b)(i) to (iv) of paragraph 2 
thereof, that are imposed on income by the 
United States; f 


(e) the term “person” includes an individual, an 
estate, a trust, a company and any other body of 
persons; 


(f) the term “company” means any body corpo- 
rate or any entity which is treated as a body cor- 
porate for tax purposes; 


(g) the term “competent authority” means: 


(i) in the case of Canada, the Minister of Na- 
tional Revenue or his authorized representa- 
tive; and : 


(ii) in the case of the United States, the Secre- 
tary of the Treasury or his delegate; 


(h) the term “international traffic” with reference 
to a resident of a Contracting State means any 
voyage of a ship or aircraft to transport passen- 
gers or property (whether or not operated or used 
by that resident) except where the principal pur- 
pose of the voyage is to transport passengers or 
property between places within the other Con- 
tracting State; 


(i) the term “State” means any national State, 
whether or not a Contracting State; and 


(j) the term “the 1942 Convention” means the 
Convention and Protocol between Canada and the 
United States for the Avoidance of Double Taxa- 
tion and the Prevention of Fiscal Evasion in the 
case of Income Taxes signed at Washington on 
March 4, 1942, as amended by the Convention 
signed at Ottawa on June 12, 1950, by the Con- 
vention signed at Ottawa on August 8, 1956 and 
by the Supplementary Convention signed at 
Washington on October 25, 1966. 


Related Provisions: Income Tax Conventions Interpretation Act 
3 — Meanings of undefined terms; 5 — Definitions of “annuity”, 
“Canada”, “immovable property”, “real property”, “periodic pen- 


sion payment”; 6 — Definition of “interest”. 
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History: Subparas. 1(c) and (d) amended by 1995 Protocol, article 
2, generally effective with respect to taxable years begining on or 
after January 1, 1996 (see Art. 21(2) under “Application of the 1995 
Protocol” above). Subparas. (c) and (d) formerly read: 


_ (c) the term “Canadian tax” means the Canadian taxes re- 
ferred to in paragraphs 2(a) and 3(a) of Article II (Taxes 
Covered); 


(d) the term “United States tax” means the United States 
taxes referred to in paragraphs 2(b) and 3(a) of Article II 
(Taxes Covered); 


Subpara. I(h) amended by 1983 Protocol, article I. 


Selected Cases [Art. II]: Cudd Pressure Control Inc. v. Canada, 
[1995] 2 C.T.C. 2382 (TCC) (Convention does not provide separate 
scheme for calculating industrial and commercial profits separate 
from domestic legislative schemes). 


Technical Explanation [1995 Protocol]: 


This Article of the Protocol amends paragraphs 1(c) and 1(d) of Ar- 
ticle III (General Definitions) of the Convention. These paragraphs 
define the terms “Canadian tax” and “United States tax,” respec- 
tively. The present Convention defines “Canadian tax” to mean the 
Canadian taxes specified in paragraph 2(a) or 3(a) of Article II 
(Taxes Covered), i.e., Canadian income taxes. It similarly defines 
the term “United States tax” to mean the U.S. taxes specified in par- 


agraph 2(b) or 3(a) of Article II, i.e., U.S. income taxes. 


As amended by the Protocol, paragraph 2(a) of Article II of the 
Convention covers all taxes imposed by Canada under its Income 
Tax Act, including certain taxes that are not income taxes. As ex- 
plained below, paragraph 2(b) is similarly amended by the Protocol 
to include certain U.S. taxes that are not income taxes. It was, there- 
fore, necessary to amend the terms “Canadian tax” and “United 
States tax” so that they would continue to refer exclusively to the 
income taxes imposed by each Contracting State. The amendment 
to the definition of the term “‘Canadian tax” ensures, for example, 
that the Protocol will not obligate the United States to give a foreign 
tax credit under Article XXIV (Elimination of Double Taxation) for 
covered taxes other than income taxes. 


The definition of “United States tax,” as amended, excludes certain 
United States taxes that are covered in Article II only for certain 
limited purposes under the Convention. These include the accumu- 
lated earnings tax, the personal holding company tax, foundation 
excise taxes, social security taxes, and estate taxes. To the extent 
that these are to. be creditable taxes in Canada, that fact is specified 
elsewhere in the Convention. A Canadian income tax credit for U.S. 
social security taxes is provided in new paragraph 2(a)(i1) of Article 
XXIV (Elimination of Double Taxation). A Canadian income tax 
credit for the U.S. estate taxes is provided in paragraph 6 of new 
Article XXIX B (Taxes Imposed by Reason of Death). 


Technical Explanation [1984]: 


Article III provides definitions and general rules of interpretation 
for the Convention. Paragraph 1(a) states that the term “Canada,” 
when used in a geographical sense, means the territory of Canada, 
including any area beyond the territorial seas of Canada which, 
under international law and the laws of Canada, is an area within 
which Canada may exercise rights with respect to the seabed and 
subsoil and their natural resources. This definition differs only in 
form from the definition of Canada in the 1942 Convention; para- 
graph 1(a) omits the reference in the 1942 Convention to “the Prov- 
inces, the Territories and Sable Island” as unnecessary. 


Paragraph 1(b)(i) defines the term “United States” to mean the 
United States of America. The term does not include Puerto Rico, 
the Virgin Islands, Guam, or any other United States possession or 
territory. 


Paragraph 1(b)(ii) states that when the term “United States” is used 
in a geographical sense the term also includes any area beyond the 
territorial seas of the United States which, under international law 
and the laws of the United States, is an area within which the United 
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States may exercise rights with respect to the seabed and subsoil 
and their natural resources. 


Paragraph 1(c) defines the term “Canadian tax” to mean the taxes 
imposed by the Government of Canada under Parts I, XIII, and XIV 
of the Income Tax Act as in existence on September 26, 1980 and 
any identical or substantially similar taxes on income imposed by 
the Government of Canada after that date and which are in addition 
to or in place of the then existing taxes. The term does not extend to 
capital taxes, if and when such taxes are ever imposed by Canada. 


Paragraph 1(d) defines the term “United States tax” to mean the 
Federal income taxes imposed by the Internal Revenue Code as in 
existence on September 26, 1980 and any identical or substantially 
similar taxes on income imposed by the United States after that date 
in addition to or in place of the then existing taxes. The term does 
not extend to capital taxes, nor to the United States taxes identified 
in paragraph 4 of Article If (Taxes Covered). 


Paragraph 1(e) provides that the term “person” includes an individ- 
ual, an estate, a trust, a company, and any other body of persons. 
Although both the United States and Canada do not regard partner- 
ships as taxable entities, the definition in the paragraph is broad 
enough to include partnerships where necessary. 


Paragraph 1(f) defines the term “company” to mean any body cor- 
porate or any entity which is treated as a body corporate for tax 
purposes. 


The term “competent authority” is defined in paragraph 1(g) to 
mean, in the case of Canada, the Minister of National Revenue or 
his authorized representative and, in the case of the United States, 
the Secretary of the Treasury or his delegate. The Secretary of the 
Treasury has delegated the general authority to act as competent au- 
thority to the Commissioner of the Internal Revenue Service, who 
has redelegated such authority to the Associate Commissioner (Op- 
erations). The Assistant Commissioner (Examination) has been del- 
egated the authority to administer programs for simultaneous, spon- 
taneous and industrywide exchanges of information. The Director, 
Foreign Operations District, has been delegated the authority to ad- 
minister programs for routine and specific exchanges of information 
and mutual assistance in collection. The Assistant Commissioner 
(Criminal Investigations) has been delegated the authority to. admin- 
ister the simultaneous criminal investigation program with Canada. 


Paragraph 1(h) defines the term “international traffic” to mean, with 
reference to a resident of a Contracting State, any voyage of a ship 
or aircraft to transport passengers or property (whether or not oper- 
ated or used by that resident), except where the principal purpose of 
the voyage is transport between points within the other Contracting 
State. For example, in determining for Canadian tax purposes 
whether a United States resident has derived profits from the opera- 
tion of ships or aircraft in international traffic, a voyage of a ship or 
aircraft (whether or not operated or used by: that:resident) that in- 
cludes stops in both Contracting States will not be international traf- 
fic if the principal purpose of the voyage is to transport passengers 
or property from one point in Canada to another point in Canada. 

Paragraph 1(i) defines the term “State” to mean any national State, 
whether or not a Contracting State. 


Paragraph 1(j) establishes “the 1942 Convention” as the term to be 
used throughout the Convention for referring to the pre-existing in- 
come tax treaty relationship between the United States and Canada. 


2. As regards the application of the Convention by a 
Contracting State any term not defined therein shall, 
unless the context otherwise requires and subject to 
the provisions of Article XX VI (Mutual Agreement 
Procedure), have the meaning which it has under the 
law of that State concerning the taxes to which the 
Convention applies. 


Technical Explanation [1984]: 


Article II provides definitions and general rules of interpretation 
for the Convention. Paragraph 1(a) states that the term “Canada,” 
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when used in a geographical sense, means the territory of Canada, 
including any area beyond the territorial seas of Canada which, 
under international law and the laws of Canada, is an area within 
which Canada may exercise rights with respect to the seabed and 
subsoil and their natural resources. This definition differs only in 
form from the definition of Canada in the 1942 Convention; para- 
graph 1(a) omits the reference in the 1942 Convention to “the Prov- 
inces, the Territories and Sable Island” as unnecessary. 


Paragraph 1(b)(i) defines the term “United States” to mean the 
United States of America. The term does not include Puerto. Rico, 
the Virgin Islands, Guam, or any other United States possession or 
territory. 


Paragraph 1(b)(ii) states that when the term “United States” is used 
in a geographical sense the term also includes any area beyond the 
territorial seas of the United States which, under international law 
and the laws of the United States, is an area within which the United 
States may exercise rights with respect to the seabed and subsoil 
and their natural resources. 


Paragraph 1(c) defines the term “Canadian tax” to mean the taxes 
imposed by the Government of Canada under Parts I, XIII, and XIV 
of the Income Tax Act as in existence on September 26, 1980 and 
any identical or substantially similar taxes on income imposed by 
the Government of Canada after that date and which are in addition 
to or in place of the then existing taxes. The term does not extend to 
capital taxes, if and when such taxes are ever imposed by Canada. 


Paragraph 1(d) defines the term “United States tax” to mean the 
Federal income taxes imposed by the Jnternal Revenue Code as in 
existence on September 26, 1980 and any identical or substantially 
similar taxes on income imposed by the United States after that date 
in addition to or in place of the then existing taxes. The term does 
not extend to capital taxes, nor to the United States taxes identified 
in paragraph 4 of Article II (Taxes Covered). 


Paragraph 1(e) provides that the term “person” includes an individ- 
ual, an estate, a trust, a company, and any other body of persons. 
Although both the United States and Canada do not regard partner- 
ships as taxable entities, the definition in the paragraph is broad 
enough to include partnerships where necessary. 


Paragraph 1(f) defines the term “company” to mean any body cor- 
porate or any entity which is treated as a body corporate for tax 
purposes. 


The term “competent authority” is defined in paragraph 1(g) to 
mean, in the case of Canada, the Minister of National Revenue or 
his authorized representative and, in the case of the United States, 
the Secretary of the Treasury or his delegate. The Secretary of the 
Treasury has delegated the general authority to act as competent au- 
thority to the Commissioner of the Internal Revenue Service, who 
has redelegated such authority to the Associate Commissioner (Op- 
erations). The Assistant Commissioner (Examination) has been del- 
egated the authority to administer programs for simultaneous, spon- 
taneous and industrywide exchanges of information. The Director, 
Foreign Operations District, has been delegated the authority to ad- 
minister programs for routine and specific exchanges of information 
and mutual assistance in collection. The Assistant Commissioner 
(Criminal Investigations) has been delegated the authority to admin- 
ister the simultaneous criminal investigation program with Canada. 


Paragraph 1(h) defines the term “international traffic’” to mean, with 
reference to a resident of a Contracting State, any voyage of a ship 
or aircraft to transport passengers or property (whether or not oper- 
ated or used by that resident), except where the principal purpose of 
the voyage is transport between points within the other Contracting 
State. For example, in determining for Canadian tax purposes 
whether a United States resident has derived profits from the opera- 
tion of ships or aircraft in international traffic, a voyage of a ship or 
aircraft (whether or not operated or used by that resident) that in- 
cludes stops in both Contracting States will not be international traf- 
fic if the principal purpose of the voyage is to transport passengers 
or property from one point in Canada to another point in Canada. 
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Paragraph 1(i) defines the term “State” to mean any national State, 
whether or not a Contracting State. 


Paragraph 1(j) establishes “the 1942 Convention” as the term to be 
used throughout the Convention for referring to the pre-existing in- 
come tax treaty relationship between the United States and Canada. 


Paragraph 2 provides that, in the case of a term not defined in the 
Convention, the domestic tax law of the Contracting State applying 
to the Convention shall control, unless the context in which the term 
is used requires a definition independent of domestic tax law or the 
competent authorities reach agreement on a meaning pursuant to 
Article XXVI (Mutual Agreement Procedure). The term “context” 
refers to the purpose and background of the provision in which the 
term appears. . 


Pursuant to the provisions of Article XXVI, the competent authori- 
ties of the Contracting States may resolve any difficulties or doubts 
as to the interpretation or application of the Convention. An agree- 
ment by the competent authorities with respect to the meaning of a 
term used in the Conyention would supersede conflicting meanings 
in the domestic laws of the Contracting States. 


Article IV — Residence 


1. For the purposes of this Convention, the term 
“resident” of a Contracting State means any person 
that, under the laws of that State, is liable to tax 
therein by reason of that person’s domicile, resi- 
dence, citizenship, place of management, place of in- 
corporation or any other criterion of a similar nature, 
but in the case of an estate or trust, only to the extent 
that income derived by the estate or trust is liable to 
tax in that State, either in its hands or in the hands of 
its beneficiaries. For the purposes of this paragraph, 
an individual who is not a resident of Canada under 
this paragraph and who is a United States citizen or 
an alien admitted to the United States for permanent 
residence (a “green card” holder) is a resident of the 
United States only if the individual has a substantial 
presence, permanent home or habitual abode in the 
United States, and that individual’s personal and ec- 
onomic relations are closer to the United States than 
to any third State. The term “resident” of a Con- 
tracting State is understood to include: . 


(a) the Government of that State or a political 
subdivision or local authority thereof or any 
agency or instrumentality of any such govern- 
ment, subdivision or authority, and 


(b) 


(i) a trust, organization or other arrangement 
that is operated exclusively to administer or 
provide pension, retirement or employee ben- 
efits; and , 


(ii) a not-for-profit organization 


that was constituted in that State and that is, by 
reason of its nature as such, generally exempt 
from income taxation in that State. 


Related Provisions: Income Tax Conventions Interpretation Act 
6.2 — Residence of partnership. 


History: Para. 1 amended by 1995 Protocol, article 3(1), generally 
effective with respect to taxable years begining on or after January 
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1, 1996 (see Art. 21(2) under “Application of the 1995 Protocol” 
above). Para. | formerly read: 


1. For the purposes of this Convention, the term “resident of a 
Contracting State” means any person who, under the laws of 
that State, is liable to tax therein by reason of his domicile, 
residence, place of management, place of incorporation or 
any other criterion of a similar nature, but in the case of an 
estate or trust, only to the extent that income derived by such 
estate or trust is liable to tax in that State, either in its hands 
or in the hands of its beneficiaries. . 


Technical Explanation [1995 Protocol]: 


Article 3 of the Protocol amends Article IV (Residence) of the Con- 
vention. It clarifies the meaning of the term “resident” in certain 
cases and adds a special rule, found in a number of recent U.S. trea- 
ties, for determining the residence of U.S. citizens and “green-card” 
holders. 


The first sentence of paragraph 1 of Article IV sets forth the general 
criteria for determining residence under the Convention. It is 
amended by the Protocol to state explicitly that a person will be 
considered a resident of a Contracting State for purposes of the 
Convention if he is liable to tax in that Contracting State by reason 
of citizenship. Although the sentence applies to both Contracting 
States, only the United States taxes its non-resident citizens in the 
same manner as its residents. Aliens admitted to the United States 
for permanent residence (“green card” holders) continue to qualify 
as U.S. residents under the first sentence of paragraph 1, because 
they are taxed by the United States as residents, regardless of where 
they physically reside. 


U.S. citizens and green card holders who reside outside the United 
States, however, may have relatively little personal or economic 
nexus with the United States. The Protocol adds a second sentence 
to paragraph | that acknowledges this fact by limiting the circum- 
stances under which such persons are to be treated, for purposes of 
the Convention, as U.S. residents. Under that sentence, a U.S. citi- 
zen.or green card holder will be treated as a resident of the United 
States for purposes of the Convention, and, thereby, be entitled to 
treaty benefits, only if (1) the individual has a substantial presence, 
permanent home, or habitual abode in the United States, and (2) the 
individual’s personal and economic relations with the United States 
are closer than those with any third country. If, however, such an 
individual is a resident of both the United States and Canada under 
the first sentence of the paragraph, his residence for purposes of the 
Convention is determined instead under the “tie-breaker” rules of 
paragraph 2 of the Article. 


The fact that a U.S. citizen who does not have close ties to the 
United States may not be treated as a U.S. resident under Article [V 

_of the Convention does not alter the application of the saving clause 
of paragraph 2 of Article XXIX (Miscellaneous Rules) to that citi- 
zen. However, like any other individual that is a resident alien under 
U.S. law, a green card holder is treated as a resident of the United 
States for purposes of the saving clause only if he qualifies as such 
under Article IV. 


New paragraph 1(a) confirms that the term “resident” of a Con- 
tracting State includes the Government of that State or a political 
subdivision or local authority of that State, as well as any agency or 
instrumentality of one of these governmental entities. This is im- 
plicit in the current Convention and in other U.S. and Canadian trea- 
ties, even where not specified. 


New paragraph | also clarifies, in subparagraph (b), that trusts, or- 
ganizations, or other arrangements operated exclusively to provide 
retirement or employee benefits, and other not-for-profit organiza- 
tions, such as organizations described in section 501(c) of the /nter- 
nal Revenue Code, are residents of a Contracting State if they are 
constituted in that State and are generally exempt from income taxa- 
tion in that State by reason of their nature as described above. This 
change clarifies that the specified entities are to be treated as re- 
sidents of one of the Contracting States. This corresponds to the in- 
terpretation that had previously been adopted by the Contracting 


Art. IV 


States. Such entities, therefore, will be entitled to'the benefits of the 
Convention with respect to the other Contracting State, provided 
that they satisfy the requirements of new Article XXIX A (Limita- 
tion on Benefits) (discussed below). 


Technical Explanation [1984]: 


Article IV provides a detailed definition of the term “resident of a 
Contracting State.” The definition begins with a person’s liability to 
tax as a resident under the respective taxation laws of the Con- 
tracting States. A person who, under those laws, is a resident of one 
Contracting State and not the other need look no further. However, 
the Convention definition is also designed to assign residence to one 
State or the other for purposes of the Convention in circumstances 
where each of the Contracting States believes a person to: be its resi- 
dent. The Convention definition is, of course, exclusively for pur- 
poses of the Convention. 


Paragraph | provides that the term “resident of a Contracting State” 
means any person who, under the laws of that State, is liable to tax 
therein by reason of his domicile, residence, place of management, 
place of incorporation, or any other criterion of a similar nature. The 
phrase “any other criterion of a similar nature” includes, for U.S. 
purposes, an election under the Code to be treated as a U.S. resi- 
dent. An estate or trust is, however, considered to be a resident of a 
Contracting State only to the extent that income derived by such 
estate or trust'is liable to tax in that State either in its hands or in the 
hands of its beneficiaries. To the extent that an estate or trust is con- 
sidered a resident of a Contracting State under this provision, it can 
be a “beneficial owner” of items of income specified in other arti- 
cles of the Convention — e.g. paragraph 2 of Article X (Dividends). 


2. Where by reason of the provisions of paragraph 1 
an individual is a resident of both Contracting States, 
then his status shall be determined as follows: 


(a) he shall be deemed to be a resident ‘of the 
Contracting State in which he has a permanent 
home available to him;.if he has a permanent 
home available. to him.in both States or in neither 
State, he shall be deemed to be a resident of the 
Contracting State with which his personal and ec- 
onomic relations are closer. (centre of. vital 
interests); 


(b) if the Contracting State in which he has: his 
centre of vital interests cannot be ‘determined, he 
shall be deemed to be a resident of the Con- 
tracting State in which he has an habitual abode; 


(c) if he has an habitual abode in both States or in 
neither State, he shall be deemed. to be a resident 
of the Contracting State of which he is a citizen; 
and 


(d) if he is a citizen of both States or of neither of 
them, the competent authorities. of. the Con- 
tracting States shall, settle the question by mutual 
agreement. 


Related Provisions: ITA 250(5) — Corporation not resident in 
Canada under treaty is deemed not resident under ITA. 


Technical Explanation [1984]: 


Paragraphs 2, 3, and 4 provide rules to determine a single residence 
for purposes of the Convention for persons resident in both Con- 
tracting States under the rules set forth in paragraph 1. Paragraph 2 
deals with individuals. A “dual resident” individual is initially 
deemed tobe a resident of the Contracting State in which he has a 
permanent home available to him. If the individual has a permanent 
home available to him in both States or in neither, he is deemed to 
be a resident of the Contracting State with which ‘his personal and 
economic relations are closer. If the personal and economic rela- 
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tions of an individual are not closer to one Contracting State than to 
the other, the individual is deemed to be a resident of the Con- 
tracting State in which he has a habitual abode. If he has such an 
abode in both States or in neither State, he is deemed to be a resi- 
dent of the Contracting State of which he is a citizen. If the individ- 
ual is a citizen of both States or of neither, the competent authorities 
are to settle the status of the individual by mutual agreement. 


3. Where by reason of the provisions of paragraph | 
a company is a resident of both Contracting States, 
then if it was created under the laws in force in a 
Contracting State, it shall be deemed to be a resident 
of that State. Notwithstanding the preceding sen- 
tence, a company that was created in a Contracting 
State, that is a resident of both Contracting States 
and that is continued at any time in the other Con- 
tracting State in accordance with the corporate law in 
that other State shall be deemed while it is so contin- 
ued to be a resident of that other State. 


Related Provisions: ITA 250(5.1) — Continuation in other 
jurisdiction. 

History: The last sentence of para. 3 added by 1995 Protocol, arti- 
cle 3(2), generally effective with respect to taxable years begining 
on or after January 1, 1996 (see Art. 21(5) under “Application of the 
1995 Protocol” above). 


Technical Explanation [1995 Protocol]: 


Article 3 of the Protocol adds a sentence to paragraph 3 of Article 
IV of the current Convention to address the residence of certain dual 
resident corporations. Certain jurisdictions allow local incorporation 
of an entity that is already organized and incorporated under the 
laws of another country. Under Canadian law, such an entity is re- 
ferred to as having been “continued” into the other country. Al- 
though the Protocol uses the Canadian term, the provision operates 
reciprocally. The new sentence states that such a corporation will be 
considered a resident of the State into which it is continued. Para- 
graph 5 of Article 21 of the Protocol governs the effective date of 
this provision. 


Technical Explanation [1984]: 


Paragraph 3 provides that if, under the provisions of paragraph 1, a 
company is a resident of both Canada and the United States, then it 
shall be deemed to be a resident of the State under whose laws (in- 
cluding laws of political subdivisions) it was created. Paragraph 3 
does not refer to the State in which a company is organized, thus 
making clear that the tie-breaker rule for a company is controlled by 
the State of the company’s original creation. Various jurisdictions 
may allow local incorporation of an entity that is already organized 
and incorporated under the laws of another country. Paragraph 3 
provides certainty in both the United States and Canada with respect 
to the treatment of such an entity for purposes of the Convention. 


4. Where by reason of the provisions of paragraph | 
an estate, trust or other person (other than an individ- 
ual or a company) is a resident of both Contracting 
States, the competent authorities of the States shall 
by mutual agreement endeavor to settle the question 
and to determine the mode of application of the Con- 
vention to such person. 


Technical Explanation [1984]: 


Paragraph 4 provides that where, by reason of the provisions of par- 
agraph 1, an estate, trust, or other person, other than an individual or 
a company, is a resident of both Contracting States, the competent 
authorities of the States shall by mutual agreement endeavor to set- 
tle the question and determine the mode of application of the Con- 
vention to such person. This delegation of authority to the compe- 
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tent authorities complements the provisions of Article XXVI 
(Mutual Agreement Procedure), which implicitly grant such 
authority. 


5. Notwithstanding the provisions of the preceding 
paragraphs, an individual shall be deemed to be a 
resident of a Contracting State if: 


(a) the individual is an employee of that State or 
of a political subdivision, local authority or in- 
strumentality thereof rendering services in the 
discharge of functions or a governmental nature 
in the other Contracting State or in a third State; 
and 


(b) the individual is subjected in the first-men- 
tioned State to similar obligations in respect of 
taxes on income as are residents of the first-men- 
tioned State. 


The spouse and dependent children residing with 
such an individual and meeting the requirements of 
subparagraph (b) above shall also be deemed to be 
residents of the first-mentioned State. 


Related Provisions: ITA 250(1)(c) — Residence of Canadian 
ambassador, etc., working outside Canada. 


Technical Explanation [1984]: 


Paragraph 5 provides a special rule for certain government employ- 
ees, their spouses, and dependent children. An individual is deemed 
to be a resident of a Contracting State if he is an employee of that 
State or of a political subdivision, local authority, or instrumentality 
of that State, is rendering services in the discharge of functions of a 
governmental nature in any State, and is subjected in the first-men- 
tioned State to “similar obligations” in respect of taxes on income as 
are residents of the first-mentioned State. Paragraph 5 provides fur- 
ther that a spouse and dependent children residing with a govern- 
ment employee and also subject to “similar obligations” in respect 
of income taxes as residents of the first-mentioned State are also 
deemed to be residents of that State. Paragraph 5 overrides the nor- 
mal tie-breaker rule of paragraph 2. A U.S. citizen or resident who 
is an employee of the U.S. government in a foreign country or who 
is a spouse or dependent of such employee is considered to be sub- 
ject in the United States to “similar obligations” in respect of taxes 
on income as those imposed on residents of the United States, not- 
withstanding that such person may be entitled to the benefits al- 
lowed by sections 911 or 912 of the Code. 


Selected Cases [Art. IV]: Crown Forest Industries Ltd. y. Can- 
ada, {1995] 2 C.T.C. 64 (SCC) (Residence implies taxability on 
world wide income). 


Article V — Permanent Establishment 


1. For the purposes of this Convention, the term 
“permanent establishment” means a fixed place of 
business through which the business of a resident of 
a Contracting State is wholly or partly carried on. 


Technical Explanation [1984]: 


Paragraph | provides that for the purposes of the Convention the 
term “permanent establishment” means a fixed place of business 
through which the business of a resident of a Contracting State is 
wholly or partly carried on. Article V does not use the term “enter- 
prise of a Contracting State,” which appears in the 1942 Conven- 
tion. Thus, paragraph | avoids introducing an additional term into 
the Convention. The omission of the term is not intended to have 
any implications for the interpretation of the 1942 Convention. 
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2. The term “permanent establishment” shall include 
especially: 


(a) a place of management; 
(b) a branch; 

(c) an office; 

(d) a factory; 

(e) a workshop; and 


(f) a mine, an oil or gas well, a quarry or any 
other place of extraction of natural resources. 


Technical Explanation [1984]: 


Paragraph 2 provides that the term “permanent establishment” in- 
cludes especially a place of management, a branch, an office, a fac- 
tory, a workshop, and a mine, oil or gas well, quarry, or any other 
place of extraction of natural resources. 


3.A building site or construction or installation pro- 
ject constitutes a permanent establishment if, but 
only if, it lasts more than 12 months. 


Technical Explanation [1984]: 


Paragraph 3 adds that a building site or construction or installation 
project constitutes-a permanent establishment if and only if it lasts 
for more than 12 months. 


4. The use of an installation or drilling rig or ship in 
a Contracting State to explore for or exploit natural 
resources constitutes a permanent establishment if, 
but only if, such use is for more than three months in 
any twelve-month period. 

History: Para. 4 amended by 1983 Protocol, article IT. 
Technical Explanation [1984]: 


Paragraph 4 provides that a permanent establishment exists in a 
Contracting State if the use of an installation or drilling rig or drill- 
ing ship in that State to explore for or exploit natural resources lasts 
for more than 3 months in any 12 month period, but not if such 
activity exists for a lesser period of time. The competent authorities 
have entered into an agreement under the 1942 Convention setting 
forth guidelines as to certain aspects of Canadian taxation of drilling 
rigs owned by U.S. persons that constitute Canadian permanent es- 
tablishments. The agreement will be renewed when this Convention 
enters into force. 


5. A person acting in a Contracting State on behalf 
of a resident of the other Contracting State — other 
than an agent of an independent status to. whom par- 
agraph 7 applies — shall be deemed to be a perma- 
nent establishment in the first-mentioned State if 
such person has, and habitually exercises in that 
State, an authority to conclude contracts in the name 
of the resident. 

Technical Explanation [1984]: 

Paragraph 5 provides that a person acting in a Contracting State on 
behalf of a resident of the other Contracting State is deemed to be a 
permanent establishment of the resident if such person has and ha- 
bitually exercises in the first-mentioned State the authority to con- 
clude contracts in the name of the resident. This rule does not apply 
to an agent of independent status, covered by paragraph 7. Under 
the provisions of paragraph 5, a permanent establishment may exist 
-even in the absence of a fixed place of business. If, however, the 
activities of a person described in paragraph 5 are limited to the 
ancillary activities described in paragraph 6, then a permanent es- 
tablishment does not exist solely on account of the person’s 
activities. 


Art. V 


There are a number of minor differences between the provisions of 
paragraphs | through 5 and the analogous provisions of the 1942 
Convention. One important deviation is elimination of the rule of 
the 1942 Convention which deems a permanent establishment to ex- 
ist in any circumstance where a resident of one State uses substan- 
tial equipment in the other State for any period of time. The Con- 
vention thus generally raises the threshold. for source basis taxation 
of activities that involve substantial equipment (and that do not oth- 
erwise constitute a permanent establishment). Another deviation of 
some significance is elimination of the rule of the 1942 Convention 
that considers a permanent establishment to exist where a resident 
of one State carries on business in the other State through an agent 
or employee who has a stock of merchandise from which he regu- 
larly fills orders that he receives. The Convention provides that a 
person other than an agent of independent status who is engaged 
solely in the maintenance of a stock of goods or merchandise be- 
longing to a resident of the other State for the purpose of storage, 
display or delivery does not constitute a permanent establishment. 


6. Notwithstanding the provisions of paragraphs 1, 2 
and 5, the term “permanent establishment” shall be 
deemed not to include a fixed place of business used 
solely for, or a person referred to in paragraph 5 en- 
gaged solely in, one or more of the following 
activities: 


(a) the use of facilities for the purpose of storage, 
display or delivery of goods or merchandise be- 
longing to the resident; 


(b) the maintenance of a stock of goods or mer- 
chandise belonging to the resident for the purpose 
of storage, display or delivery; 


(c) the maintenance of a stock of goods or mer- 
chandise belonging to the resident for the purpose 
of processing by another person; 


(d) the purchase of goods or merchandise, or the 
collection of information, for the resident; and 


(e) advertising, the supply of information, scien- 
tific research or similar activities which have a 
preparatory or auxiliary character, for the 
resident. ) 


Technical Explanation [1984]: 


Paragraph 6 provides that a fixed place of business used solely for, 
or,an employee described in paragraph 5 engaged solely in, certain 
specified activities is not a permanent establishment, notwithstand- 
ing the provisions of paragraphs |, 2, and 5. The specified activities 
are: a) the use of facilities for the purpose of storage, display, or 
delivery of goods or merchandise belonging to the resident whose 
business is being carried on; b) the maintenance of a stock of goods 
or merchandise belonging to the resident for the purpose of storage, 
display, or delivery; c) the maintenance of a stock of goods or mer- 
chandise belonging to the resident for the purpose of processing by 
another person; d) the purchase of goods or merchandise, or the col- 
lection of information, for the resident; and e) advertising, the sup- 
ply of information, scientific research, or similar activities which 
have a preparatory or auxiliary character, for the resident. Combina- 
tions of the specified activities have the same status as any one of 
the activities. Thus, unlike the OECD Model Convention, a combi- 
nation of the activities described in subparagraphs 6(a) through 6(e) 
need not be of a preparatory or auxiliary character (except as re- 
quired by subparagraph 6(e)) in order to avoid the creation of a per- 
manent establishment. The reference in paragraph 6(e) to specific 
activities does not imply that any other particular activities — for 
example, the servicing of a patent or a know-how contract or the 
inspection of the implementation of engineering plans — do not fall 
within the scope of paragraph 6(e) provided that, based on the facts 
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and circumstances, such activities have a preparatory or auxiliary 
character. 


7, A resident of a Contracting State shall not be 
deemed to have a permanent establishment in the 
other Contracting State merely because such resident 
carries on business in that other State through a bro- 
ker, general commission agent or any other agent of 
an independent status, provided that such persons are 
acting in the ordinary course of their business. 


Technical Explanation [1984]: 


Paragraph 7 provides that a resident of a Contracting State is not 
deemed to have a permanent establishment in the other Contracting 
State merely because such resident carries on business in the other 
State through a broker, general commission agent, or any other 
agent of independent status, provided that such persons are acting in 
the ordinary course of their business. 


8. The fact that a company which is a resident of a 
Contracting State controls or is controlled by a com- 
pany which is a resident of the other Contracting 
State, or which carries on business in that other State 
(whether through a permanent establishment or oth- 
erwise), shall not constitute either company a perma- 
nent establishment of the other. 


Technical Explanation [1984]: 


Paragraph 8 states that the fact that a company which is a resident of 
one Contracting State controls or is controlled by a company which 
is either a resident of the other Contracting State or which is carry- 
ing on a business in the other State, whether through a permanent 
establishmént or otherwise, does not automatically render either 
company a permanent establishment of the other. 


9. For the purposes of the Convention, the provisions 
of this Article shall be applied in determining 
whether any person has a permanent establishment 
in any State. 


Technical Explanation [1984]: 


Paragraph 9 provides that, for purposes of the Convention, the pro- 
visions of Article V apply in determining whether any person has a 
permanent establishment in any State. Thus, these provisions would 
determine whether a person other than a resident of Canada or the 
United States has a permanent establishment in Canada or the 
United States, and whether a person resident in Canada or the 
United States has a permanent establishment in a third State. 


Related Provisions: Income Tax Conventions Interpretation Act 
4 — Permanent establishment in Canada. 


Interpretation Bulletins: IT-173R2: Capital gains derived in 
Canada by residents of the United States. 


Article Vi — Income from Real 
Property 


1. Income derived by a resident of a Contracting 
State from real property (including income. from ag- 
riculture, forestry or other natural resources) situated 
in the other Contracting State may be taxed in that 
other State. 


Technical Explanation [1984]: 


Paragraph | provides that income derived by a resident of a Con- 
tracting State from real property situated in the other Contracting 
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State may be taxed by that other State. Income from real property 
includes, for purposes of Article VI, income from agriculture, for- 
estry or other natural resources. Also, while “income derived ... 
from real property” includes income from rights such as an overrid- 
ing royalty or a net profits interest in a natural resource, it does not 
include income in the form of rights to explore for or exploit natural 
resources which a party receives as compensation for services (€.g., 
exploration services); the latter income is subject to the provisions 
of Article VII (Business Profits), XIV (Independent Personal Ser- 
vices), or XV (Dependent Personal Services), as the case may be. 
As provided by paragraph 3, paragraph | applies to income derived 
from the direct use, letting or use in any other form of real. property 
and to income from the alienation of such property. ; 


2. For the. purposes of this Convention, the term 
“real property” shall have the meaning which it has 
under the taxation laws of the Contracting State in 
which the property in question is situated and shall 
include any option or similar right in respect thereof. 
The term shall in any case include usufruct of real 
property, rights to explore for or to exploit mineral 
deposits, sources and other natural resources and 
rights to amounts computed by reference to the 
amount or. value of production from such resources; 
ships and aircraft shall not be regarded as real 


property. 


Related Provisions: /ncome Tax Conventions Interpretation Act 
5 — Definition of “immovable property” and “real property”. 


Technical Explanation [1984]: 


Generally speaking, the term “real property” has the meaning which 
it has under the taxation laws of the Contracting State in which the 
property in question is situated, in accordance with paragraph 2. In 
any case, the term includes any option or similar right in respect of 
real property, the usufruct of real property, and rights to explore for 
or to exploit mineral deposits, sources, and other natural resources. 
The reference to “rights to explore for or to exploit mineral depos- 
its, sources and other natural resources” includes rights generating 
either variable (e.g., computed by reference to the amount of value 
or production) or fixed payments. The term “real property” does not 
include ships and aircraft. 


3. The provisions of paragraph 1 shall apply to in- 
come derived from the direct use, letting or use in 
any other form of real property and to income from 
the alienation of such property. 


Technical Explanation [1984]: 


Unlike Article XIII A of the 1942 Convention, Article VI does not 
contain an election to allow a resident of a Contracting State to 
compute tax on income from real property situated in the other State 
on a net basis. Both the Internal Revenue Code and the Income Tax 
Act of Canada generally allow for net basis taxation with respect to 
real estate rental income, although Canada does not permit such an 
election for natural resource royalties. Also, unlike the 1942 Con- 
vention which in Article XI imposes a 15 percent limitation on the 
source basis taxation of rental or royalty income from real property, 
Article VI of the Convention allows a Contracting State to impose 
tax on such income under its internal law. In Canada the rate of tax 
on resource royalties is 25 percent of the gross amount of the roy- 
alty, if the income is not attributable to a business carried on in Can- 
ada. In an exchange Of notes to the Protocol, the United States and 
Canada agreed to resume negotiations, upon request by either coun-’ 
try, to provide an appropriate limit on taxation in the State of source 
if either country subsequently increases its statutory tax rate now 
applicable to such royalties (25 percent in the case of Canada and 
30 percent in the case of the United States). 
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Art. VII — Business Profits 


History: Article VI amended by 1983 Protocol, article III. 


Interpretation Bulletins: IT-173R2: Capital gains derived in 
Canada by residents of the United States. 


Article Vil — Business Profits 


1. The business profits of a resident of a Contracting 
State shall be taxable only in that State unless the 
resident carries on business in the other Contracting 
State through a permanent establishment situated 
therein. If the resident carries on, or has carried on, 
business as aforesaid, the business profits of the resi- 
dent may be taxed in the other State but only so 
much of them as is attributable to that permanent 
establishment. 

Related Provisions: Art. V — Permanent establishment. 
Technical Explanation [1984]: 

Paragraph | provides that business profits of a resident of a Con- 
tracting State are taxable only in that State unless the resident car- 
ries on business in the other Contracting State through a permanent 
establishment situated in that other State. If the resident carries on, 
or has carried on, business through such a permanent establishment, 
the other State may tax such business profits but only so much of 
them as are attributable to the permanent establishment. The refer- 
ence to a prior permanent establishment (“or has carried on”) makes 
clear that a Contracting State in which a permanent establishment 
existed has the right to tax the business profits attributable to that 
permanent establishment, even if there is a delay in the receipt or 
accrual of such profits until after the permanent establishment has 
been terminated. ; 


Any business profits received or accrued in taxable years in. which 
the Convention has effect, in accordance with Article XXX (Entry 
Into Force), which are attributable to a permanent establishment that 
was previously terminated are subject to tax in the Contracting State 
in which such permanent establishment existed under the provisions 
of Article VII. 


2. Subject to the provisions of paragraph 3, where a 
resident of a Contracting State carries on business in 
the other Contracting State through a permanent es- 
tablishment situated therein, there shall in each Con- 
tracting State be attributed to that permanent estab- 
lishment the business profits which it might be 
expected to make if it were a distinct and separate 
person engaged in the same or similar activities 
under the same or similar conditions and dealing 
wholly independently with the resident and with any 
other person related to the resident (within the mean- 
ing of paragraph 2 of Article [X (Related Persons)). 


Technical Explanation [1984]: 


Paragraph 2 provides that where a.resident of either Canada or the 
United States carries on business in the other Contracting State 
through a permanent establishment in that other State, both Canada 


and the United States shall attribute to that permanent establishment 


business profits which the permanent establishment might be ex- 
pected to make if it were a distinct and separate person engaged in 
the same or similar activities under the same or similar conditions 
and dealing wholly independently with the resident and with any 
other person related to the resident. The term “related to the resi- 
dent” is to be interpreted in accordance with paragraph 2 of Article 
IX (Related Persons). The reference to other related persons is in- 
tended to make ‘clear that the test of paragraph 2 is not restricted to 
independence between a permanent establishment and a home 
office. 


Art. VII 


3. In‘determining the business profits of a permanent 
establishment, there shall be allowed as deductions 
expenses which are incurred for the purposes. of the 
permanent establishment, including executive and 
general administrative expenses so incurred, whether 
in the State in which the permanent establishment is 
situated or elsewhere. Nothing in this paragraph shall 
require a Contracting State to allow the deduction of 
any expenditure which, by reason of its nature, is not 
generally allowed as a deduction under the taxation 
laws of that State. 


Technical Explanation [1984]: 


Paragraph 3 provides that, in determining business profits of a per- 
manent establishment, there are to be allowed as deductions those 
expenses which are incurred for the purposes of the permanent es- 
tablishment, including executive and administrative expenses, 
whether incurred in the State in which the permanent establishment 
is situated or in any other State. However, nothing in the paragraph 
requires Canada or the United States to allow a deduction for any 
expenditure which would not generally be allowed as a deduction 
under its taxation laws. The language of this provision differs from 
that of paragraph 1 of Article Ili of the 1942 Convention, which 
states that in the determination of net industrial and commercial 
profits of a permanent establishment there shall be allowed as de- 
ductions “all expenses, wherever incurred” as long as such expenses 
are reasonably allocable to the permanent establishment. Paragraph 
3 of Article VII of the Convention is not intended to. have any impli- 
cations for interpretation of the 1942 Convention, but is intended to 
assure that under the Convention. deductions are allowed by a Con- 
tracting State which are generally allowable by that State. 


4. No business profits shall be attributed to a perma- 
nent establishment of a resident of a Contracting 
State by reason of the use thereof for either the mere 
purchase of goods or merchandise or the mere provi- 
sion of executive, managerial or administrative facil- 
ities or services for such resident. 


Technical Explanation [1984]: 


Paragraph 4 provides that no business profits are to be attributed to 
a permanent establishment of a resident of a Contracting State by . 
reason of the use of the permanent establishment for merely 
purchasing goods or merchandise or merely providing executive, 
managerial, or administrative facilities or services for the resident. 
Thus, if a company resident in a Contracting State has a permanent 
establishment in the other State, and uses the permanent establish- 
ment for the mere performance of stewardship or other managerial 
services carried on for the benefit of the resident, this activity will 
not result in profits being attributed to the permanent establishment. 


5. For the purposes of the preceding paragraphs, the 
business profits to be attributed to a permanent es- 
tablishment shall be determined by the same method 
year by year unless there is good and sufficient rea- 
son to the contrary. 


Technical Explanation [1984]: 


Paragraph 5 provides that business profits are to be attributed to a 
permanent establishment by the same method in every taxable pe- 
riod unless there is good and sufficient reason to change such 
method. In the United States, such a change may be a change in 
accounting method requiring the approval of the Internal Revenue 
Service. 


6. Where business profits include items of income 
which are dealt with separately in other Articles of 
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this Convention, then the provisions of those Articles 
shall not be affected by the provisions of this Article. 


Technical Explanation [1984]: 


Paragraph 6 explains the relationship between the provisions of Ar- 
ticle VII and other provisions of the Convention. Where business 
profits include items of income which are dealt with separately in 
other Articles of the Convention, those other Articles are 
controlling. 


7. For the purposes of the Convention, the business 
profits attributable to a permanent establishment 
shall include only those profits derived from the as- 
sets or activities of the permanent establishment. 


Technical Explanation [1984]: 


Paragraph 7 provides a definition for the term “attributable to.” 
Profits “attributable to” a permanent establishment are those derived 
from the assets or activities of the permanent establishment. Para- 
graph 7 does not preclude Canada or the United States from using 
appropriate domestic tax law rules of attribution. The “attributable 
to” definition does not, for example, preclude a taxpayer from using 
the rules of section 1.864-4(c)(5) of the Treasury Regulations to as- 
sure for U.S. tax purposes that interest arising in the United States is 
attributable to a permanent establishment in the United States. (In- 
terest arising outside the United States is attributable to a permanent 
establishment in the United States based on the principles of Regu- 
lations sections 1.864-5 and 1.864-6 and Revenue Ruling 75-253, 
1975-2 C.B. 203.) Income that would be taxable under the Code and 
that is “attributable to” a permanent establishment under paragraph 
7 is taxable pursuant to Article VII, however, even if such income 
might under the Code be treated as fixed or determinable annual or 
periodical gains or income not effectively connected with the con- 
duct of a trade or business within the United States. The “attributa- 
ble to” definition means that the limited “force-of-attraction” rule of 
Code section 864(c)(3) does not apply for U.S. tax purposes under 
the Convention. 


Article Vill — Transportation 


1. Notwithstanding the provisions of Articles VII 
(Business Profits), XII (Royalties) and XIII (Gains), 
profits derived by a resident of a Contracting State 
from the operation of ships or aircraft in interna- 
tional traffic, and gains derived by a resident of a 
Contracting State from the alienation of ships, air- 
craft or containers (including trailers and related 
equipment for the transport of containers) used prin- 
cipally in international traffic, shall be exempt from 
tax in the other Contracting State. 

Related Provisions: Art. Il:1(h) — Meaning of “international 


traffic’; ITA 81(1)(c) — Exemption for income from ship or air- 
craft in international traffic. 


History: Para. 1 amended by 1983 Protocol, article IV, 
Technical Explanation [1984]: 


Paragraph 1 provides that profits derived by a resident of a Con- 
tracting State from the operation of ships or aircraft in international 
traffic are exempt from tax in the other Contracting State, even if, 
under Article VII (Business Profits), such profits are attributable to 
a permanent establishment. Paragraph | also provides that gains de- 
rived by. a resident of a Contracting State from the alienation of 
ships, aircraft or containers (including trailers and related equipment 
for the transport of containers) used principally in international traf- 
fic are exempt from tax in the other Contracting State even if, under 
Article XIII (Gains), those gains would be taxable in that other 
State. These rules differ from Article V of the 1942 Convention, 
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which conditions the exemption in the State of source on registra- 
tion of the ship or aircraft in the other State. Paragraph 1 also ap- 
plies notwithstanding the provisions of Article XII (Royalties). 
Thus, to the extent that profits described in paragraph 2 would also 
fall within Article XII (Royalties) (e.g., rent from the lease of a 
container); the provisions of Article VIII are controlling. 


2. For the purposes of this Convention, profits de- 
rived by a resident of a Contracting State from the 
operation of ships or aircraft in international traffic 
include profits from: | 


(a) the rental of ships or aircraft operated in inter- 
national traffic; 


(b) the use, maintenance or rental of containers 
(including trailers and related equipment for the 
transport of containers) used in international traf- 
fic; and 


(c) the rental of ships, aircraft or containers (in- 
cluding trailers and related equipment for the 
transport of containers) provided that such profits 
are incidental to profits referred to in paragraph 
1, 2(a) or 2(b). 


Related Provisions: Art. III:1(h) — Meaning of “international 
traffic”. 


Technical Explanation [1984]: 


Paragraph 2(a) provides that profits covered by paragraph | include 
profits from the rental of ships or aircraft operated in international 
traffic. Such rental profits are included whether the rental is on a 
time, voyage, or bareboat basis, and irrespective of the State of resi- 
dence of the operator. 


Paragraph 2(b) provides that profits covered by paragraph | include 
profits derived from the use, maintenance or rental of containers, 
including trailers and related equipment for the transport of contain- 
ers, if such containers are used in international traffic. 


Paragraph 2(c) provides that profits covered by paragraph 1 include 
profits derived by a resident of a Contracting State from the rental 
of ships, aircraft, or containers (including trailers and related equip- 
ment for the transport of containers), even if not operated in interna- 
tional traffic, as long as such profits are incidental to profits of such 
person referred to in paragraphs 1, 2(a), or 2(b). 


3. Notwithstanding the provisions of Article VII 
(Business Profits), profits derived by a resident of a 
Contracting State from a voyage of a ship where the 
principal purpose of the voyage is to transport pas- 
sengers or property between places in the other Con- 
tracting State may be taxed in that other State. 


Related Provisions: Art. XV:3 — Exemption for employees’ 
income. ‘ 


Technical Explanation [1984]: 


Paragraph 3 states that profits derived by a resident of a Contracting 
State from a voyage of a ship where the principal purpose of the 
voyage is to transport passengers or property between points in the 
other Contracting State is taxable in that other State, whether or not 
the resident maintains a permanent establishment there. Paragraph 3 
overrides the provisions of Article VII. Profits from such a voyage 
do not qualify for exemption under Article VIII by virtue of the-def- 
inition of “international traffic” in paragraph 1(h) of Article, Il 
(General Definitions). However, profits from a similar voyage by 
aircraft are taxable in the Contracting State of source only if the 
profits are attributable to a permanent establishment maintained in 
that State. 
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4. Notwithstanding the provisions of Articles VII 
(Business Profits) and XII (Royalties), profits of a 
resident of a Contracting State engaged in the opera- 
tion of motor vehicles or a railway asa common car- 
rier or a contract carrier derived from: 


(a) the transportation of passengers or property 
between a point outside the other Contracting 
State and any. other point; or 


(b) the rental of motor vehicles (including trail- 
ers) or railway rolling stock, or the use, mainte- 
nance or rental of containers (including trailers 
and related equipment for the transport of con- 
tainers) used to. transport passengers or property 
between a point outside the other Contracting 
State and any other point 


shall be exempt from tax in that other Contracting 
State. 


Related Provisions: Art. XV:3 — Exemption for employees’ 
income. 


Technical Explanation [1 984): 


Paragraph 4 provides that profits derived by a resident of a Con- 
tracting State engaged in the operation of motor vehicles or a rail- 
way aS a common carrier or contract carrier, and attributable to the 
transportation of passengers or property between a point outside the 
other Contracting State.and any other point are exempt from tax in 
that other State. In addition, profits of such a person from the rental 
of motor vehicles (including trailers) or railway rolling stock, or 
from the use, maintenance, or rental of containers (including trailers 
and related equipment for the transport of containers) used to trans- 
port passengers or property. between a point outside the other Con- 
tracting State and any other point are exempt from tax in that, other 
State. 


5. The provisions of paragraphs |, 3 and 4 shall also 
apply to profits or gains referred to in. those 
paragraphs derived by a resident of a Contracting 
State from the participation in a pool, a joint busi- 
ness or an international operating agency. 

Technical Explanation [1984]: 

Paragraph 5 provides that a resident of a Contracting State that par- 
ticipates in a pool, a joint business, or an international operating 
agency is subject to the provisions of paragraphs 1, 3, and 4 with 
respect to the profits or gains referred to in paragraphs 1, 3, and 4. 


6. Notwithstanding the provisions of Article XII 
(Royalties), profits derived by a resident of a Con- 
tracting State from the use, maintenance or rental of 
railway rolling stock, motor vehicles, trailers or con- 
tainers (including trailers and related equipment for 
the transport of containers) used in the other Con- 
tracting State for a period or periods not expected to 
exceed in the aggregate 183 days in any twelve- 
month period shall be exempt from tax in the other 
Contracting State except to the extent that such prof- 
its are attributable to a permanent establishment in 
the other State and liable to tax in the other State by 
reason of Article VII (Business Profits). 

Technical Explanation [1984]: 

Paragraph 6 states that profits derived by a resident of a Contracting 
State from the use, maintenance, or rental of railway rolling stock, 
motor vehicles, trailers, or containers (including trailers and related 
equipment for the transport of containers) used in the other Con- 


Art. IX 


tracting State for a period not expected to exceed 183 days in the 
aggregate in any 12-month period are exempt from tax in that other 
State except to the extent that the profits are attributable to a perma- 
nent establishment, in which case the State of source has the right to 
tax under Article VII. The provisions of paragraph 6, unlike the. pro- 
visions of paragraph 4, apply whether or not the resident is engaged 
in the operation of motor vehicles or a railway as a common carrier 
or contract carrier. Paragraph 6 overrides the provisions of Article 
XII (Royalties), which would otherwise permit taxation in the State 
of source in the circumstances described. 


Gains from the alienation of motor vehicles and railway rolling 
stock derived by a resident of a Contracting State are not affected 
by paragraph 4 or 6. Such gains would be taxable in the other Con- 
tracting State, however, only if the motor vehicles or rolling stock 
formed part of a permanent establishment maintained there. See 
paragraphs 2 and 4 of Article XIII. 


Article IX — Related Persons 


1. Where a person in a Contracting State and a per- 
son in the other Contracting State are related and 
where the arrangements between them differ from 
those which would be made between unrelated per- 
sons, each State may adjust the amount of the in- 
come, loss or tax payable to reflect the income, de- 
ductions, credits or allowances which would, but for 
those arrangements, have been taken into account in 
computing such income, loss or tax. 


Technical Explanation [1984]: 


Paragraph | authorizes Canada and the United States, as the case 
may be, to adjust the amount of income, loss, or tax payable by a 
person with respect to arrangements between that person and a re- 
lated person in the other Contracting State. Such adjustment may be 
made when arrangements between related persons differ from those 
that would obtain between unrelated persons. The term “person” en- 
compasses a company resident in a third State with, for example, a 
permanent establishment in a Contracting State. 


2. For the purposes of this Article, a person shall be 
deemed to be related to another person if either per- 
son participates directly or indirectly in the manage- 
ment or control of the other, or if any third person or 
persons participate directly or indirectly in the man- 
agement or control of both. 


Technical Explanation [1984]: 


Paragraph 2 provides that, for the purposes of Article IX, a person is 
deemed to be related to another person if either participates directly 
or indirectly in the management or control of the other or if any 
third person or persons participate directly or indirectly in the man- 
agement or control of both. Thus, if a resident of any State controls 
directly or indirectly a company resident in Canada and a company 
resident in the United States, such companies are considered to be 
related persons for purposes of Article IX. Article IX and the defini- 
tion of “related person” in paragraph 2 may encompass situations 
that would not be covered by provisions in the domestic laws of the 
Contracting States. Nor is the paragraph 2 definition controlling for 
the definition of “related person” or similar terms appearing in other 
Articles of the Convention: Those terms are defined as provided in 
paragraph 2 of Article [II (General Definitions). 


3. Where an adjustment is made or to be made by a 
Contracting State in accordance with paragraph 1, 
the other Contracting State shall (notwithstanding 
any time or procedural limitations in the domestic 
law of that other State) make a corresponding adjust- 
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ment to the income, loss or tax of the related person 
in that other State if: 


(a) it agrees with the first-mentioned adjustment; 
and 


(b) within six years from the end of the taxable 
year to which the first-mentioned adjustment re- 
jates, the competent authority of the other State 
has been notified of the first-mentioned adjust- 
ment. The competent authorities, however, may 
agree to consider cases where the corresponding 
adjustment would not otherwise be barred by any 
time or procedural limitations in the other State, 
even if the notification is not made within the six- 
year period. 


History: Para. 3 amended by 1995 Protocol, article 4, generally ef- 
fective with respect to taxable years begining on or after January ia 
1996 (see Art. 21(2) under “Application of the 1995 Protocol” 
above). Para. 3: formerly read: 


3. Where an adjustment is made or to be made by a Con- 
tracting State in accordance with paragraph 1, the other Con- 
tracting State shall (notwithstanding any time or procedural 
limitations in the domestic law of that other State) make a 
corresponding adjustment to the income, loss or tax of the re- 
lated person in that other State if: 


(a) it agrees with the first-mentioned adjustment; and: 


(b) within six years from the end of the taxable year to 
which the first-mentioned adjustment relates, the compe- 
tent authority of the other State has been notified of the 
_first-mentioned adjustment. 


Technical Explanation [1995 Protocol]: 


Article 4 of the Protocol amends paragraphs 3 and 4 of Article IX 
(Related Persons) of the Convention. Paragraph 1 of Article [X au- 
thorizes a Contracting State to adjust the amount of income, loss, or 
tax payable by a person with respect to arrangements between that 
person and a related person in the other Contracting State, when 
such arrangements differ from those that would obtain between un- 
related persons. Under the present Convention, if an adjustment is 
made or.to be made by a Contracting State under paragraph 1, para- 
graph 3 obligates the other Contracting State to make a correspond- 
ing adjustment if two conditions are satisfied: (1) the other Con- 
tracting State agrees with the adjustment made or to be made by the 
first Contracting State, and (2) the competent authority of the other 
Contracting State has received notice of the first adjustment within 
six years of the end of the taxable year to which that adjustment 
relates. If notice is not given within the six-year period, and if the 
person to whom the first adjustment relates is not notified of the 
adjustment at least six months prior to the end of the six-year pe- 
riod, paragraph 4 of Article IX of the present Convention requires 
that the first Contracting State withdraw its adjustment, to the extent 
necessary to avoid double taxation. 


Article 4 of the Protocol amends paragraphs 3 and 4 of Article IX to 
prevent taxpayers from using the notification requirements of the 
present Convention to avoid adjustments. Paragraph 4, as amended, 
eliminates the requirement that a Contracting State withdraw an ad- 
justment if the notification requirement of paragraph 3 has not been 
met. Paragraph 4 is also amended to delete the requirement that the 
taxpayer be notified at least six months before expiration of the six- 
year period specified in paragraph 3. 


As amended by the Protocol, Article IX also explicitly authorizes 
the competent authorities to relieve double taxation in appropriate 
cases, even if the notification requirement is not satisfied. Paragraph 
3 confirms that the competent authorities may agree to a corre- 
sponding adjustment if such an adjustment is not otherwise barred 
by time or procedural limitations such as the statute of limitations. 
Paragraph 4 provides that the competent authority of the State mak- 
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ing the initial adjustment may grant unilateral relief from double 
taxation in other cases, although such relief is not obligatory. 


Technical Explanation [1984]: 


Paragraph 3 provides that where, pursuant to paragraph 1, an adjust- 
ment is made or to be made by a Contracting State, the other Con- 
tracting State shall make a corresponding adjustment to the income, 
loss, or tax of the related person in that other State, provided that the 
other State agrees with the adjustment and, within six years from 
the end of the taxable year of the person in the first State to which 
the adjustment relates, the competent authority of the other State has 
been notified in writing of the adjustment. The reference to an ad- 
justment which “is made or to be made” does not require a Con- 
tracting State to formally propose an adjustment before paragraph 3 
becomes pertinent. The notification required by paragraph 3 may be 
made by any of the related persons involved or by the competent 
authority of the State which makes or is to make the initial adjust- 
ment. The notification must give details regarding the adjustment 
sufficient to apprise the competent authority receiving the notifica- 
tion of the nature of the adjustment. If the requirements of para- 
graph 3 are complied with, the corresponding adjustment will be 
made by the other Contracting State notwithstanding any time or 
procedural limitations in the domestic law of that State. 


4. In the event that the notification referred to in par- 
agraph 3 is not given within the time period referred 
to therein, and the competent authorities have not 
agreed to otherwise consider the case in accordance 
with paragraph 3(b), the competent authority of the 
Contracting State which has made or is to make the 
first-mentioned adjustment may provide relief from 
double taxation where appropriate. 

History: Para. 4 amended by 1995 Protocol, article 4, generally ef- 
fective with respect to taxable years begining on or after January 1, 


1996 (see Art. 21(2) under “Application of the 1995 Protocol” 
above). Para. 4 formerly read: ; 


4. In the event that the notification referred to in paragraph 3 
is not given within the time period referred to therein, and if 
the person to whom the first-mentioned adjustment relates 
has not received, at least six months prior to the expiration of 
such time period, notification of such adjustment from the 
Contracting State which has made or is to make such adjust- 
ment that State shall, notwithstanding the provisions of para- 
graph 1, not make the first-mentioned adjustment to the ex- 
tent that such adjustment would give rise to double taxation. 


Technical Explanation [1995 Protocol]: 


| See under para. 3. 


Technical Explanation [1984]: 


Paragraph 4 provides that in a case where the other Contracting 
State has not been notified as provided in paragraph 3 and if the 
person whose income, loss, or tax is being adjusted has not received 
notification of the adjustment within five and one-half years from 
the end of its taxable year to which the adjustment relates, such ad- 
justment shall not be made to the extent that the adjustment would 
give rise to double taxation between the United States and Canada. 
Again, the notification referred to in this paragraph need not be a 
formal adjustment, but it must be in writing and must contain suffi- 
cient details to permit the taxpayer to give the notification referred 
to in paragraph 3. 


If, for example, the Internal Revenue Service proposes to make an 
adjustment to the income of a U.S. company pursuant to Code sec- 
tion 482, and the adjustment involves an allocation of income from 
a related Canadian company, the competent authority of Canada 
must receive written notification of the proposed IRS adjustment 
within six years from the end of the taxable year of the U.S. com- 
pany to which the adjustment relates. If such notification is not re- 
ceived in a timely fashion and if the U.S. company does not receive 
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written notification of the adjustment from the IRS within 5'/2 years 
from the end of its relevant taxable year, the IRS will unilaterally 
recede on the proposed section 482 adjustment.to the extent that this 
adjustment. would otherwise give rise to double taxation between 
the United States and Canada. The Internal Revenue Service will 
determine whether and to what extent the adjustment would give 
rise to double taxation with respect to income arising in Canada by 
examining the relevant facts and circumstances such as the amount 
of foreign tax credits attributable to Canadian taxes paid by the U.S. 
company, including any carryovers and credits for deemed paid 
taxes, 


5. The provisions of paragraphs 3 and 4 shall not ap- 
ply in the case of fraud, willful default or neglect or 
gross negligence. 

Technical Explanation [1984]: 

Paragraph 5 provides that neither a corresponding adjustment de- 
scribed in paragraph 3 nor the cancelling of an adjustment described 
in paragraph 4 will be made in any case of fraud, willful default, 
neglect, or gross negligence on the part of the taxpayer or any re- 
lated person. 


Paragraphs 3 and 4 of Article [IX are exceptions to the “saving 
clause” contained in paragraph. 2 of Article XXIX (Miscellaneous 
Rules), as provided in paragraph 3(a) of Article XXIX, Paragraphs 
3 and 4. of Article IX apply to adjustments made.or to. be made with 
respect to taxable years for which the Convention has effect as pro- 
vided in paragraphs 2 and 5 of Article XXX (Entry Into, Force). 


Article X — Dividends 


1. Dividends paid by a company which is a resident 
of a Contracting State to a resident of the other Con- 
tracting State may be taxed in that other State. 
Technical Explanation [1984]: 

Paragraph | allows a Contracting State to impose tax on its: re- 
sidents with respect to dividends paid by a company which is a resi- 
dent of the other Contracting State. 


2. However, such dividends may also be taxed in the 
Contracting State of which the company paying the 
dividends is a resident and according to the laws of 
that State; but if a resident of the other Contracting 
State is the beneficial owner of such dividends, the 
tax so charged shall not exceed: 


(a) 5 per cent of the gross amount of the divi- 
dends if the beneficial owner is a company which 
owns at least 10 per cent of the voting stock of 
the company paying the dividends; 

(b) 15 per cent of the gross amount of the divi- 
dends in all other cases. 


This paragraph shall not affect the taxation of the 
company in respect of the profits out of which the 
dividends are paid. 
History: Subpara. 2(a) amended by 1995 Protocol, article 5(1), ef- 
fective for amounts paid or credited on or after January 1, 1997. For 
1996 the rate is 6 per cent and before 1996 the rate was 10% (see 
Art. 21(2)(a) under “Application of the 1995 Protocol” above). Sub- 
para. 2(a) formerly read: 
(a) 10 per cent of the gross amount of the dividends if the 
beneficial Owner is-a company which owns at least 10 per 
cent of the voting stock of the company paying the dividends; 


Technical Explanation [1995 Protocol]: 


See under para. 7. 
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Technical Explanation [1984]: 

Paragraph 2 limits the amount of tax that may be imposed on such 
dividends by the Contracting State in which the company paying the 
dividends is resident if the beneficial owner of the dividends is a 
resident of the other Contracting State, The limitation is 10. percent 
of the gross amount of the dividends if the beneficial owner is a 
company that owns 10 percent or more of the voting stock of the 
company paying the dividends; and 15 percent of the gross amount 
of the dividends in all other cases. Paragraph 2 does not impose any 
restrictions with respect to taxation of the profits out of which the 
dividends are paid. 


3. The term “dividends” as used in this Article 
means income from shares or other rights, not being 
debt-claims; participating in profits, as well as in- 
come subjected to the same taxation treatment as in- 
come from shares by the taxation laws of the State of 
which the company making the distribution is a 
resident. 


Technical Explanation [1984]: 


Paragraph 3 defines the term “dividends,” as the term is used in this 
Article. Each Contracting State is permitted to apply its domestic 
law rules for differentiating dividends from interest and other 
disbursements. | 


4. The provisions of paragraph 2 shall not apply if 
the beneficial owner of the dividends, being a resi- 
dent of a Contracting State, carries on business in the 
other Contracting State of which the company pay- 
ing the dividends is a resident, through a permanent 
establishment. situated therein, or performs in that 
other State independent personal services froma 
fixed base situated therein, and the holding in respect 
of which the dividends are paid is effectively con- 
nected with such permanent establishment or fixed 
base. In such case, the provisions of: Article VII 
(Business Profits) or Article XIV (Independent Per- 
sonal Services), as the case may be, shall apply. 
Technical Explanation [1984]: 

Paragraph 4 provides that the limitations of paragraph 2 do not ap- 
ply if the beneficial owner of ‘the ‘dividends. carries on business in 
the State in which the company paying the dividends is a resident 
through a. permanent establishment or-fixed base situated there, and 
the stockholding in respect of which the dividends are paid is effec- 
tively connected with such permanent establishment or fixed base. 
In such a case, the dividends are taxable pursuant to the provisions 
of Article VIF (Business Profits) or Article XIV (Independent Per- 
sonal Services), as the case may be. Thus, dividends paid in respect 
of holdings forming part of the assets of a permanent establishment 
or fixed base or which are otherwise effectively connected with 
such permanent establishment or fixed base (i.e., dividends attribu- 
table tothe permanent establishment or fixed base) will be taxed on 
a net basis using the rates and rules of taxation generally applicable 
to residents of the State in which the permanent establishment or 
fixed base is situated. 


5. Where a company is a resident of a Contracting 
State, the other Contracting State may not impose 
any tax on the dividends paid by the company, ex- 
cept insofar as such dividends are paid to a resident 
of that other State or insofar as the holding in respect 
of which the dividends are paid is effectively con- 
nected with a permanent establishment or a fixed 
base situated in that other State, nor subject the com- 


2613 


Art. X 


pany’s undistributed profits to a tax, even if the divi- 
dends paid or the undistributed profits consist wholly 
or partly of profits or income arising in such other 
State. 


Technical Explanation [1984]: 


Paragraph 5 imposes limitations on the right of Canada or the 
United States, as the case may be, to impose tax on dividends paid 
by a company which is a resident of the other Contracting State. 
The State in which the company is not resident may not tax such 
dividends except insofar as they are paid to a resident of that State 
or the holding in respect of which the dividends are paid is effec- 
tively connected with a permanent establishment or fixed base in 
that State. In the case of the United States, such dividends may also 
be taxed in the hands of a U.S. citizen and certain former citizens, 
pursuant to the “saving clause” of paragraph 2 of Article XXIX 
(Miscellaneous Rules). In addition, the Contracting State in which 
the company is not resident may not subject such company’s undis- 
tributed profits to any tax. See, however, paragraphs 6, 7, and 8 
which, in certain circumstances, qualify the rules of paragraph 5. 
Neither paragraph 5 nor any other provision of the Convention re- 
stricts the ability of the United States to apply the provisions of the 
Code concerning foreign personal holding companies and controlled 
foreign corporations. 


6. Nothing in this Convention shall be construed as 
preventing a Contracting State from imposing a tax 
on the earnings of a company attributable to perma- 
nent establishments in that State, in addition to the 
tax which would be chargeable on the earnings of a 
company which is a resident of that State, provided 
that any additional tax so imposed shall not exceed 5 
per cent of the amount of such earnings which have 
not been subjected to such additional tax in previous 
taxation years. For the purposes of this paragraph, 
the term “earnings” means the amount by which the 
business profits attributable to permanent establish- 
ments in a Contracting State (including gains from 
the alienation of property forming part of the busi- 
ness property of such permanent establishments) in a 
year and previous years exceeds the sum of: 


(a) business losses attributable to such permanent 
establishments (including losses from the aliena- 
tion of property forming part of the business 
property of such permanent establishments) in 
such year and previous years; 


(b) all taxes, other than the additional tax referred 
to in this paragraph, imposed on such profits in 
that State; 


(c) the profits reinvested in that State, provided 
that where that State is Canada, such amount 
shall be determined in accordance with the ex- 
isting provisions of the law of Canada regarding 
the computation of the allowance in respect of in- 
vestment in property in Canada, and any subse- 
quent modification of those provisions which 
shall not affect the general principle hereof, and 


(d) five hundred thousand Canadian dollars 
($500,000) or its equivalent in United States cur- 
rency, less any amounts deducted by the com- 
pany, or by an associated company with respect 
to the same or a similar business, under this sub- 
paragraph (d); for the purposes of this subpara- 
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graph (d) a company is associated with another 
company if one company directly or indirectly 
controls the other, or both companies are directly 
or indirectly controlled by the same person or 
persons, or if the two companies deal with each 
other not at arm’s length. 


History: Para. 6 amended by 1995 Protocol, article 5(1), to substi- 
tute “5 per cent” for “10 per cent”, effective January 1 1997, OE 
1996, the rate is 6 per cent and for 1985-1995, the rate was 10 per 
cent (see Art. 21(2)(b) reproduced under “Application of the Provi- 
sions of the Protocol” above). 


Technical Explanation [1995 Protocol]: 
See under para. 7. 
Technical Explanation [1984]: 


Paragraph 6 provides that, notwithstanding paragraph 5, a Con- 
tracting State in which is maintained a permanent establishment or 
permanent establishments of a company resident in the other Con- 
tracting State may impose tax on such company’s earnings, in addi- 
tion to the tax that would be charged on the earnings of a company 
resident in that State. The additional tax may not, however, exceed 
10 percent of the amount of the earnings which have not been sub- 
jected to such additional tax in previous taxation years. Thus, Can- 
ada, which has a branch profits tax in force, may impose that tax up 
to the 10 percent limitation in the case of a United States company 
with one or more permanent establishments in Canada. This branch 
profits tax may be imposed notwithstanding other rules of the Con- 
vention, including.-paragraph 6 of Article XXV_ (Non- 
Discrimination). 


For purposes of paragraph 6, the term “earnings” means the excess 
of business profits attributable to all permanent establishments for a 
year and previous years over the sum of: a) business losses attribu- 
table to such permanent establishments for such years; b)-all taxes 
on profits, whether or not covered by the Convention (e.g., provin- 
cial taxes on profits and provincial resource royalties (which Can- 
ada considers “‘taxes’) in excess of the mineral resource allowance 
provided for under the law of Canada), other than the additional tax 
referred to in paragraph 6; c) profits reinvested in such State; and d) 
$500,000 (Canadian, or its equivalent in U.S. dollars) less any 
amounts deducted under paragraph 6(d) with respect to the same or 
a similar business by the company or an associated company. The 
deduction under paragraph 6(d) is available as of the first year for 
which the Convention has effect, regardless of the prior earnings 
and tax expenses, -if any, of the permanent establishment. The 
$500,000 deduction is taken into account after other deductions, and 
is permanent. For the purpose of paragraph 6, references to business 
profits and business losses include gains and losses from the aliena- 
tion of property forming part of the business property of a perma- 
nent establishment. The term “associated company” includes a com- 
pany which directly or indirectly controls another company or two 
companies directly or indirectly controlled by the same person or 
persons, as well as any two companies that deal with each other not 
at arm’s length. This definition differs from the definition of: “‘re- 
lated persons” in paragraph 2 of Article IX (Related Persons). 


Te Notwithstanding the provisions of paragraph 2, 


(a) dividends paid by a company that is a resident 
of Canada and a non-resident-owned investment 
corporation to a company that is a resident of the 
United States, that owns at least 10 per cent of 
the voting stock of the company paying the divi- 
dends and that is the beneficial owner of such 
dividends, may be taxed in Canada at a rate not 
exceeding 10 per cent of the gross amount of the 
dividends; 
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(b) paragraph 2(b) and not paragraph 2(a) shall 
apply in the case of dividends paid by a resident 
of the United States that is a Regulated Invest- 
ment Company; and 


(c) Paragraph 2(a) shall not apply to dividends 
paid by a resident of the United States that is a 
Real Estate Investment Trust, and paragraph 2(b) 
shall apply only where such dividends are benefi- 
cially owned by an individual holding an interest 
of less than 10 per cent in the trust; otherwise the 
-rate of tax applicable under the domestic law of 
the United States shall apply. Where an estate or 
a testamentary trust acquired its interest in a Real 
Estate Investment Trust as a consequence of an 
individual’s death, for the purposes of the preced- 
ing sentence the estate or trust shall for the five- 
year period following the death be deemed with 
respect to that interest to be an individual. 


History: Para. 7 amended by 1995 Protocol, article 5(2), effective 
with respect to amounts paid or credited on or after January 1, 1996 
(see Art. 21(2)(a) under “Application of the 1995 Protocol” above). 
Para: 7 formerly read: 


7. Notwithstanding the provisions of paragraph 5, a Con- 
tracting State, other than a Contracting State that imposes the 
additional tax on earnings referred to in paragraph 6, may tax 
a dividend paid by a company to the extent that the dividend 
is attributable to profits earned in taxable years beginning af- 
ter the date of signature of the Convention if, for the three- 
‘year period ending with the close of the company’s taxable ° 
period preceding the declaration of the dividend (or for such 
part of that three-year period as the company has been in ex- 
istence, or for the first taxable year if the dividend was de- 
clared in that taxable year), at least 50 per cent of such com- 
pany’s gross income from all sources was included in the 
computation of the business profits attributable to a perma- 
nent establishment which such company had in that State; 
provided that where a resident of the other Contracting State 
is the beneficial owner of such dividend any tax so imposed 
on the dividend shall be subject to the limitations of para- 
graph 2 or the rules of paragraph 4, as the case may be. 


Technical Explanation [1995 Protocol]: 


Article 5 of the Protocol amends Article X (Dividends) of the Con- 
vention. Paragraph | of Article 5 amends paragraph 2(a) of Article 
X to reduce from 10 percent to 5 percent the maximum rate of tax 
that may be imposed by a Contracting State on the gross amount of 
dividends beneficially owned by a company resident in the other 
Contracting State that owns at least 10 percent of the voting stock of 
the company paying the dividends. The rate at which the branch 
profits tax may be imposed under paragraph 6 is also reduced by 
paragraph | of Article 5 from 10 percent to 5 percent. Under the 
entry-into-force provisions of Article'21 of the Protocol, these re- 
ductions will be phased in over a three-year period. 


Paragraph 2 of Article 5 of the Protocol replaces paragraph 7 of 
Article X of the Convention with a new paragraph 7. Paragraph 7 of 
the existing Convention is no longer relevant because it applies only 
in the case where a Contracting State does not impose a branch 
profits tax. Both Contracting States now do impose such a tax. — 


New paragraph 7 makes the 5 percent withholding rate of new para- 
graph 2(a) inapplicable in certain situations. Under new paragraph 
7(b), dividends paid by U.S. regulated investment companies (RICs) 
are denied the 5 percent withholding rate even if the Canadian 
shareholder is a corporation that would otherwise qualify as a direct 
investor by satisfying the 10-percent ownership requirement. Con- 
sequently, all RIC dividends to Canadian beneficial owners are sub- 
jected to the 15 percent rate that applies to dividends paid to portfo- 
lio investors. 


Art. X 


Dividends paid by U.S. real estate investment trusts (REITs) to Ca- 
nadian beneficial owners are also denied the 5 percent rate under the 
rules of paragraph 7(c), REIT dividends paid to individuals who 
own less.than.a 10 percent interest. in the REIT are subject to with- 
holding at a maximum rate of 15 percent. Paragraph 7(c) also pro- 
vides that dividend distributions by a REIT to an estate or a testa- 
mentary trust acquiring the interest in the REIT as a consequence of 
the death of an individual will be treated as distributions to an indi- 
vidual, for the five-year period following the death. Thus, dividends 
paid to an estate or testamentary trust in respect of a holding of less 
than.a 10 percent interest in the REIT also will be entitled to the 15 
percent rate of withholding, but only for up to five years after the 
death. REIT dividends paid to other Canadian beneficial owners are 
subject to the rate of withholding tax that applies under the domestic 
law of the United States (i.e., 30 percent). 


The denial of the 5 percent withholding rate at source to all RIC and 
REIT shareholders, and the denial of the 15 percent rate to most 
shareholders of REITs, is intended to prevent the use of these non- 
taxable conduit entities to gain unjustifiable benefits for certain 
shareholders. For example, a Canadian corporation that wishes to 
hold a portfolio of U.S. corporate shares may hold the portfolio di- 
rectly and pay a U.S. withholding tax of 15 percent on all of the 
dividends that it receives. Alternatively, it may place the portfolio 
of U.S. stocks in a RIC, in which the Canadian corporation owns 
more than 10 percent.of the shares, but in which there are enough 
small shareholders to satisfy the RIC diversified ownership require- 
ments. Since the RIC is a pure conduit, there are no U.S. tax costs to 
the Canadian corporation of interposing the RIC as an intermediary 
in the chain of ownership. It is unlikely that a 10 percent sharehold- 
ing in a RIC will constitute a 10. percent shareholding in any com- 
pany from which the dividends originate. In the absence of the spe- 
cial rules in paragraph 7(b), however, interposition of a RIC would 
transform what should be portfolio dividends into direct investment 
dividends taxable at source by the United States only at 5 percent. 
The special rules of paragraph 7 prevent this. 


Similarly, a resident of Canada may hold U.S. real property directly 
and pay U.S. tax either at a 30 percent-rate on the gross income or at 
the income tax rates specified im. the Internal Revenue Code on the 
net income. By placing the real estate holding in a REIT, the Cana- 
dian investor could transform real estate income into dividend in- 
come and thus transform high-taxed income into much lower-taxed 
income. In the absence of the special rule, if the REIT shareholder 


were a Canadian corporation that owned at least a 10 percent inter- 


est in the REIT, the withholding rate would be 5 percent; in all other 
cases, it would be 15 percent. In either event, with one exception, a 
tax rate of 30 percent or more would be significantly reduced. The 
exception is the relatively small individual Canadian investor who 
might be subject to U:S.-tax at a rate of only IS percent on the net 
income even if he earned the real estate income directly. Under the 
rule in paragraph 7(c), such individuals, defined as those holding 
less than a 10 percent interest in the REIT, remain taxable at source 
at a 15 percent rate. 

Subparagraph (a) of paragraph 7 provides a special rule for certain 
dividends paid by Canadian non-resident-owned investment corpo- 
rations (“NROs”). The subparagraph provides for a maximum rate 
of 10 percent (instead of the standard rate of 5 percent) for divi- 
dends paid by NROs that are Canadian residents to a U.S. company 
that owns 10 percent or more of the voting stock of the NRO and 
that is the beneficial owner of the dividend. This rule maintains the 
rate available under the current Convention for dividends from 
NROs. Canada wanted the withholding rate for direct investment 
NRO dividends to be no lower than the maximum withholding rates 
under the Conyention on interest and royalties, to make sure that a 
foreign investor cannot transform interest or royalty income subject 
to a 10 percent withholding tax into direct dividends qualifying for a 
5 percent withholding-tax by passing tt through tovan NRO. 
Technical Explanation [1984]: 

Paragraph 7 provides that, notwithstanding paragraph 5, a Con- 
tracting State that does not impose a branch profits tax as described 
in paragraph 6 (i.e., under current law, the United States) may tax a 
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dividend paid by a company which is a resident of the other Con- 
tracting State if at least 50 percent of the company’s gross income 
from all sources was included in the computation of business profits 
attributable to one or more permanent establishments which such 
company had in the first-mentioned State. The dividend subject to 
such a tax must, however, be attributable to profits earned by the 
company in taxable years beginning after September 26, 1980 and 
the 50 percent test must be met.for the three-year period preceding 
the taxable year of the company in which the dividend is declared 
(including years ending on or before September 26, 1980) or such 
shorter period as the company had been in existence prior to that 
taxable year. Dividends will be deemed to be distributed, for pur- 
poses of paragraph 7, first out of profits of the taxation year of the 
company in which the distribution is made and then out of the prof- 
its of the preceding year or years of the company. Paragraph 7 pro- 
vides further that if a resident of the other Contracting State is the 
beneficial owner of such dividends, any tax imposed under para- 
graph 7 is subject to the 10.or 15 percent limitation of paragraph 2 
or the rules of paragraph 4 (providing for dividends to be taxed as 
business profits or income from independent personal services), as 
the case may be. 


8. Notwithstanding the provisions of paragraph 5, a 
company which is a resident of Canada and which 
has income subject to tax in the United States (with- 
out regard to the provisions of the Convention) may 
be liable to the United States accumulated earnings 
tax and personal holding company tax but only if 50 
per cent or more in value of the outstanding voting 
shares of the company is owned, directly or indi- 
rectly, throughout the last half of its taxable year by 
citizens or residents of the United States (other than 
citizens of Canada who do not have immigrant status 
in the United States or who have not been residents 
in the United States for more than three taxable 
years) or by residents of a third state. 


Technical Explanation [1984]: 


Paragraph 8 provides that, notwithstanding paragraph 5, a company 
which is a resident of Canada and which, absent the provisions of 
the Convention, has income subject to tax by the United States may 
be liable for the United States. accumulated earnings tax and per- 
sonal holding company tax. These taxes can be applied, however, 
only if 50 percent or more in value of the outstanding voting shares 
of the company is owned, directly or indirectly, throughout the last 
half of its taxable year by residents of a third State or by citizens or 
residents of the United States, other than citizens of Canada who are 
resident in the United States but who either do not have immigrant 
status in the United States or who have not been resident in the 
United States for more than three taxable years. The accumulated 
earnings tax is applied to accumulated taxable income calculated 
without the benefits of the Convention. Similarly, the personal hold- 
ing company tax is applied to undistributed personal holding com- 
pany income computed as if the Convention had not come into 
force. 

Article X does not apply to dividends paid by a company which is 
not a resident of either Contracting State. Such dividends, if they are 
income of a resident of one of the Contracting States, are subject to 
tax as provided in Article XXII (Other Income). 


information Circulars: 76-12R4: Applicable rate of part XIII tax 
on amounts paid or credited to persons in treaty countries. 


Article Xl — Interest 


1. Interest arising in a Contracting State and paid to a 
resident of the other Contracting State may be taxed 
in that-other State. 
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Technical Explanation [1984]: 


Paragraph 1 allows interest arising in Canada or the United States 
and paid to a resident of the other State to be taxed in the latter 
State. Paragraph 2 provides that such interest may also be taxed in 
the Contracting State where it arises, but if a resident of the other 
Contracting State is the beneficial owner, the tax imposed by the 
State of source is limited to 15 percent of the gross amount of the 
interest. 


2. However, such interest may also be taxed in the 
Contracting State in which it arises, and according to 
the laws of that State; but if a resident of the other 
Contracting State is the beneficial owner of such in- 
terest, the tax so charged shall not exceed 10 per cent 
of the gross amount of the interest. 

History: Para. 2 amended by 1995 Protocol, article 6(1), to substi- 
tute “10 per cent” for “15 per cent”, effective with respect to 
amounts paid-or credited on or after January 1, 1996 (see Art. 
21(2)(a) under “Application of the 1995 Protocol” above). 
Technical Explanation [1995 Protocol]: 


Atticle 6 of the Protocol amends Article XI (Interest) of the Con- 
vention. Paragraph 1 of the Article reduces the general maximum 
withholding rate on interest under paragraph 2 of Article XI from 15 
percent to 10 percent. 

Technical Explanation [1984]: 


See Article XI, para. 1. 


3. Notwithstanding the provisions of paragraph 2, in- 
terest arising in a Contracting State shall be exempt 
from tax in that State if: 


(a) the interest is beneficially owned by the other 
Contracting State, a political subdivision or local 
authority thereof or an instrumentality of such 
other State, subdivision or authority, and is not 
subject to tax by that other State; 


(b) the interest is beneficially owned by a resident 
of the other Contracting State and is paid with re- 
spect to debt obligations issued at arm’s length 
and guaranteed or insured by that other State or a 
political subdivision thereof or an instrumentality 
of such other State or subdivision which is not 
subject to tax by that other State; 


(c) the interest is beneficially owned by a resident 
of the other Contracting State and is paid by the 
first-mentioned State, a political subdivision or 
local authority thereof or an instrumentality of 
such first-mentioned State, subdivision or author- 
ity which is not subject to tax by that first-men- 
tioned State; 


(d) the interest is beneficially owned by a resident 
of the other Contracting State and is paid with re- 
spect to indebtedness arising as a consequence of 
the sale on credit by a resident of that other State. 
of any equipment, merchandise or services except 
where the sale or indebtedness was between re- 
lated persons; or 


(e) the interest is paid by a company created 
under the laws in force in the other Contracting 
State with respect to an obligation entered into 
before the date of signature of this Convention, 
provided that such interest would have been ex- 
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empt from tax in the first-mentioned State under 
Article XII of the 1942 Convention. 


History: Subpara. 3(d) amended by 1995 Protocol, article 6(2), ef- 
fective for amounts paid or credited on or after January 1, 1996 (see 
Art. 21(2)(a) under “Application of the 1995 Protocol” sheer Sub- 
para. 3(d) formerly read: 


(d) the interest is beneficially owned by a seller who is a resi- 
dent of the other Contracting State and is paid by a purchaser 
in connection with the sale on credit of any equipment, mer- 
chandise or services, except where the sale is made between 
persons dealing with each other not at arm’s length; or 


Technical Explanation [1995 Protocol]: 


Paragraph 3 of Article XI of the Convention provides that, notwith- 
standing the general withholding rate applicable to interest pay- 
ments under paragraph 2, certain specified categories of interest are 
exempt from withholding at source. Paragraph 2 of Article 6 of the 
Protocol amends paragraph 3(d) of the Convention, which deals 
with interest paid on indebtedness arising in connection with a sale 
on credit of equipment, merchandise, or services. The exemption 
provided by that paragraph in the Convention is broadened under 
the Protocol to apply to interest that is beneficially owned either by 
the seller in the underlying transaction, as under the present Con- 
vention, or by any beneficial owner of interest paid with respect to 
an indebtedness arising as a result of the sale on credit of equip- 
ment, merchandise, or services. This exemption, however, does not 
apply in cases where the purchaser is related to the seller or the 
debtor is related to the beneficial owner of the interest. The negotia- 
tors agreed that this exemption is subject, as are the other provisions 
of the Convention, to any anti-avoidance rules, applicable under the 
respective domestic law of the Contracting States... 


The reference to “related persons” in paragraph 3(d) of Article XI of 


the Convention, as amended, is a change from the present Conven- 
tion, which refers to “persons dealing at arm’s length.” The term 
“related person” as used in this Article is not defined for purposes 
of the Convention. Accordingly, the meaning of the term, and, 
therefore, the application of this Article, will be governed by the 
domestic law of each Contracting State (as is true with the use of 
the term “arm’s-length” under the current Convention) under the in- 
terpretative rule of paragraph 2 of Article II (General Definitions). 
The United States will define the term “related person” as under 
‘section 482 of the Internal Revenue Code, to include organizations, 
trades, or businesses (whether or not incorporated, whether or not 
organized in the United States, and whether or not affiliated) owned 
or controlled directly or indirectly by the same interests. The Cana- 
dian definition of “related persons” is found in section 251 of the 
Income Tax Act. 


Technical Explanation [1984]: 


Paragraph 3 provides a number of exceptions to the right of the 
source State to impose a 15 percent tax under paragraph 2. The fol- 
lowing types of interest beneficially owned by a resident of a Con- 
tracting State are exempt from tax in the State of source: a) interest 
beneficially owned by a Contracting State, a political subdivision, 
or a local authority thereof, or an instrumentality of such State, sub- 
division, or authority, which interest is not subject to tax by such 
State; b) interest beneficially owned by a resident of a Contracting 
State and paid with respect to debt obligations issued at arm’s 
length which are guaranteed or insured by such State or a political 
subdivision thereof, or by an instrumentality of such State or subdi- 
vision (not by a local authority or an instrumentality thereof), but 
only if the guarantor or insurer is not subject to tax by that State; c) 
interest paid by a Contracting State, a political subdivision, or a lo- 
cal authority thereof, or by an instrumentality of such State, subdivi- 
sion, or authority, but only if the payer is not subject to tax by such 
State; and d) interest beneficially owned by a seller of equipment, 
merchandise, or services, but only if the interest is paid in connec- 
tion with a sale on credit of equipment, merchandise, or services 
and the sale was made at arm’s length. Whether such a transaction 
is made at arm’s length will be determined in the United States 
under the facts and circumstances. The relationship between the 
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parties is a factor, but not the only factor, taken into account in mak- 
ing this determination. Furthermore, interest paid by a company res- 
ident in the other Contracting State with respect to an obligation 
entered into before September 26, 1980 is exempt from tax in the 
State of source (irrespective of the State of residence of the benefi- 
cial owner), provided that such interest would have been exempt 
from tax in the Contracting State of source under Article XII of the 
1942 Convention. Thus, interest paid by a United States corporation 
whose business is not managed and controlled in Canada to a recipi- 
ent not resident in Canada or to a corporation not managed and con- 
trolled in Canada would be exempt from Canadian tax as long as the 
debt obligation was entered into before September 26, 1980. The 
phrase “not subject to tax by that ... State” in paragraph 3(a), (b), 
and (c) refers to taxation at the Federal levels of Canada and the 
United States. 

The phrase “obligation entered into before the date of signature of 
this Convention” means: (1) any obligation under which funds were 
dispersed prior to September 26, 1980; (2), any obligation under 
which funds are dispersed on or after September 26, 1980, pursuant 
to a written contract binding prior to and on such date, and at all 
times thereafter until the obligation is satisfied; or (3) any obligation 
with respect to which, prior to September 26, 1980, a lender had 
taken every action to signify approval under procedures ordinarily 
employed by such lender in similar transactions and had sent or de- 
posited for delivery to the person to whom the loan is to be made 
written evidence of such approval i in the form of a document setting 
forth, or referring to a document sent by the person to whom the 
loan is to be made that sets forth, the principal terms. of such loan. 


4. The term “interest” as used in this Article means 
income from debt-claims of every kind, whether or 
not secured by mortgage, and whether or not carry- 
ing a right to participate in the debtor’s profits, and 
in particular, income from government securities and 
income from bonds or debentures, including premi- 
ums and prizes attaching to such securities, bonds or 
debentures, as well as income assimilated to income 
from money lent by the taxation laws of the Con- 
tracting State in which the income arises. However, 
the term “interest” does not include income dealt 
with in Article X (Dividends). 


Technical Explanation [1984]: 


Paragraph 4 defines the term, “interest,” as used in Article XI, to 
include, among other things, debt claims of every kind as well as 
income assimilated to income from money lent by the taxation laws 
of the Contracting State in which the income arises. In no event, 
however, is income dealt with in Article X (Dividends) to be con- 
sidered interest. 


5. The provisions of paragraphs 2 and 3 shall not ap- 
ply if the beneficial owner of the interest, being a 
resident of a Contracting State, carries on business in 
the other Contracting State in which the interest 
arises, through a permanent establishment situated 
therein, or performs in that other State independent 
personal services from a fixed base situated therein, 
and the debt-claim in respect of which the interest is 
paid is effectively connected with such permanent 
establishment or fixed base. In such case, the provi- 
sions of Article VII (Business Profits) or Article XIV 
(Independent Personal Services), as the case may be, 
shall apply. 


Technical Explanation [1984]: 


Paragraph 5 provides that neither the 15 percent limitation on tax in 
the Contracting State of source provided in paragraph 2 nor the vari- 
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ous exemptions from tax in such State provided in paragraph 3 ap- 
ply if the beneficial owner of the interest is a resident of the other 
Contracting State carrying on business in the State of source 
through a permanent establishment or fixed base, and the debt claim 
in respect of which the interest is paid is effectively connected with 
such permanent establishment or fixed base (i.e., the interest is at- 
tributable to the permanent establishment or fixed base). In this 
case, interest income is to be taxed in the Contracting State of 
source as business profits — that is, on a net basis. 


6. For the purposes of this Article, interest shall be 
deemed to. arise in a Contracting State when: the 
payer is that State itself, or a political subdivision, 
local authority or resident of that State. Where, how- 
ever, the person paying the interest, whether he is a 
resident of a Contracting State or not, has in a State 
other than that of which he is a resident a permanent 
establishment or a fixed base in connection with 
which the indebtedness on which the interest is paid 
was incurred, and such interest is borne by such per- 
manent establishment or fixed base, then such inter- 
est shall be deemed to arise in the State in which the 
permanent establishment or fixed base is situated 
and not in the State of which the payer is a resident. 


Technical Explanation [1984]: 


Paragraph 6 establishes the source of interest for purposes of Article 
XI. Interest is considered to arise in a Contracting State if the payer 
is that State, or a political subdivision, local authority, or resident of 
that State. However, in cases where the person paying the interest, 
whether a resident of'a Contracting State or of a third State, has in a 
State other than that of which he is a resident a permanent establish- 
ment or fixed base in connection with which the indebtedness ‘on 
which the interest was paid was incurred, and such interest is borne 
by. the permanent establishment or fixed base, then such interest 1s 
deemed to arise in the State in which the permanent establishment 
or fixed base is situated and not in the State of the payer’s resi- 
dence. Thus, pursuant to paragraphs 6 and 2, and Article XXII 
(Other Income), Canadian tax will not be imposed on interest paid 
to a U.S. resident by a company resident in Canada if the indebted- 
ness is incurred in connection with, and the interest is borne by, a 
permanent establishment of the company situated in a third State. 
“Borne by” means allowable as a deduction in computing taxable 
income. 


7. Where, by reason of a special relationship be- 
tween the payer and the beneficial owner or between 
both of them and some other person, the amount of 
the interest, having regard to the debt-claim for 
which it is paid, exceeds the amount which would 
have been agreed upon by the payer and the benefi- 
cial owner in the absence of such relationship, the 
provisions of this Article shall apply only to the last- 
mentioned amount. In such case, the excess part of 
the payments shall remain taxable according to the 
laws of each Contracting State, due regard.being had 
to the other provisions of the Convention. 


Technical Explanation [1984]: 


Paragraph 7 provides that in cases: involving special relationships 
between persons Article XI does not apply to amounts in excess of 
the amount which would have been agreed upon between persons 
having no special relationship; any such excess amount remains tax- 
able according to the laws of Canada and the United States, consis- 
tent with any relevant provisions of the Convention. 
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8. Where a resident of a Contracting State pays inter- 
est to a person other than a resident of the other Con- 
tracting State, that other State may not impose any 
tax on such interest except insofar as it arises in that 
other State or insofar as the debt-claim in respect of 
which the interest is paid is effectively connected 
with a permanent establishment or a fixed base situ- 
ated in that other State. 


Technical Explanation [1984]: 


Paragraph:8 restricts the right of a Contracting State to impose tax 
on interest paid by a resident of the other Contracting State. The 
first State may not impose any tax on such interest except insofar as 
the interest is paid to a resident of that State or arises in that State or 
the debt claim in respect of which the interest is paid is effectively 
connected with a permanent establishment or fixed base situated in 
that State. Thus, pursuant to paragraph 8 the United States has 
agreed not to impose tax on certain interest paid by Canadian com- 
panies to persons not resident in the United States, to the extent that 
such companies would pay U.S.-source interest under Code section 
861(a)(1)(C) but not under the source rule of paragraph 6. It is to be 
noted that paragraph 8 is subject to the “saving clause” of paragraph 
2 of Article XXIX (Miscellaneous Rules), so the United States may 
in all events impose its tax on interest received by U.S. citizens. 


9. The provisions of paragraphs 2 and 3 shall not ap- 
ply to an excess inclusion with respect to a residual 
interest in a Real Estate Mortgage Investment Con- 
duit to which Section 860G of the United States /n- 
ternal Revenue Code, as it may be amended from 
time to time without changing the general principle 
thereof, applies. 


History: Para. 9 added by 1995 Protocol, article 6(3), effective for 
amounts paid or credited on or after January 1, 1996 (see Art. 
21(2)(a) under “Application of the Provisions of the Protocol” 
above). 


Technical Explanation [1995 Protocol]: 


Paragraph 3 of Article 6 of the Protocol adds a new paragraph 9 to 
Article XI of the Convention. Although the definition of “interest” 
in paragraph 4 includes an excess inclusion with respect to a 
residual interest in a real estate mortgage investment conduit 
(REMIC) described in section 860G of the Internal Revenue Code, 
new paragraph 9 provides that the reduced rates of tax at source for 
interest provided for in paragraphs 2 and 3 do not apply to such 
income. This class of interest, therefore, remains subject to the stat- 
utory 30 percent U.S. rate of tax at source. The legislation that cre- 
ated REMICs in 1986 provided that such excess inclusions were to 
be taxed at the full 30 percent statutory rate, regardless of any then- 
existing treaty provisions to the contrary. The 30 percent rate of tax 
on excess inclusions received by residents of Canada is consistent 
with this expression of Congressional intent. 


Information Circulars [Article XI]: 76-12R4: Applicable rate of 
part XIII tax on amounts paid or credited to persons in treaty 
countries. 


Article XII — Royalties 


1. Royalties arising in a Contracting State and paid 
to a resident of the other Contracting State may be 
taxed in that other State. 


Technical Explanation [1984]: 


Generally speaking, under the 1942 Convention royalties, including 
royalties with respect to motion picture films, which are derived by 
a resident of one Contracting State from sources within the other 
Contracting State are taxed at a maximum rate of 15 percent in the 
latter State; copyright royalties are exempt from tax in the State of 
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source, if the resident does not have a permanent establishment in 
that State. See Articles IJ, III, XIII C, and paragraph 1 of Article XI 
of the 1942 Convention, and paragraph 6(a) of the Protocol to the 
1942 Convention. iv 


Paragraph 1 of Article XII of the Convention provides that a Con- 
tracting State may tax its residents with respect to royalties arising 
in the other Contracting State. Paragraph 2 provides that such royal- 
ties may also be taxed in the Contracting State in which they arise, 
but that if a resident of the other Contracting State is the beneficial 
owner of the royalties the tax in the Contracting State of source is 
limited to 10 percent of the gross amount of the royalties. 


2. However, such royalties may also be taxed in the 
Contracting State in which they arise, and according 
to the laws of that State; but if a resident of the other 
Contracting State is the beneficial owner of such 
royalties, the tax so charged shall not exceed 10 per 
cent of the gross amount of the royalties. 


Technical Explanation [1984]: 
See Article XII, para. 1. 


3. Notwithstanding the provisions of paragraph 2, 


(a) copyright royalties and other like payments in 
respect of the production or reproduction of any 
literary, dramatic, musical or artistic work (other 
than payments in respect of motion pictures and 
works on film, videotape or other means of repro- 
duction for use in connection with television); 


(b) payments for the use of, or the right to use, 
computer software; 


(c) payments for the use of, or the right to use, 
any patent or any information concerning indus- 
trial, commercial or scientific experience (but not 
including any such information provided in con- 
nection with a rental or franchise agreement); and 


(d) payments with respect to broadcasting as may 
be agreed for the purposes of this paragraph in an 
exchange of notes between the Contracting 
States; Bizs 


arising in a Contracting State and beneficially owned 
by a resident of the other Contracting State shall be 
taxable only in that other State. 


History: Para. 3 amended by 1995 Protocol, article 7(1), effective 
for amounts paid or credited on or after January 1, 1996 (see Art. 
21(2)(a) under “Application of the 1995 Protocol” above). Para. 3 
formerly read: 


3. Notwithstanding the provisions of paragraph 2, copyright 
royalties and other like payments in respect of the production 
or reproduction of any literary, dramatic, musical or artistic 
work (but not including royalties in respect of motion pictures 
and works on film, videotape or other means of reproduction 
for use in connection with television) arising in a Contracting 
State and beneficially owned by a resident of the other Con- 
tracting State shall be taxable only in that other State. 


Para. 3 amended by 1983 Protocol, article V, para. I. 
Technical Explanation [1995 Protocol]: 


Article 7 of the Protocol modifies Article XII (Royalties) of the 
Convention by expanding the classes of royalties exempt from with- 
holding of tax at source. Paragraph 3, as amended by the Protocol, 
identifies four classes of royalty payments arising in one Con- 
tracting State and beneficially owned by a resident of the other that 
are exempt at source: (1) subparagraph (a) preserves the exemption 
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in paragraph 3 of the present'Convention for copyright royalties in 
respect of literary and other works, other than certain such payments 
in respect of motion pictures, videotapes, and similar payments; (2) 
subparagraph (b) specifies that computer software royalties are also 
exempt; (3) subparagraph (c) adds royalties paid for the use of, or 
the right to use, patents and information concerning industrial, com- 
mercial, and scientific experience, other than payments in connec- 
tion with rental or franchise agreements; and (4) subparagraph (d) 
allows the Contracting States to reach an agreement, through an ex- 
change of diplomatic notes, with respect to the application of para- 
graph 3 of Article XII to payments in respect of certain live broad- 
casting transmissions. 


The specific reference to software in subparagraph (b) is not in- 
tended to suggest that the United States views the term “copyright” 
as excluding software in other U.S. treaties (including the current 
treaty with Canada). 


The negotiators agreed that royalties paid for the use of, or the right 
to use, designs or models, plans, secret formulas, or processes are 
included under subparagraph 3(c) to the extent that they represent 
payments for the use of, or the right to use, information concerning 
industrial, commercial, or scientific experience. In addition, they 
agreed that royalties paid for the use of, or the right to-use, “know- 
how,” as defined in paragraph 11 of the Commentary on Article 12 
of the OECD Model: Income Tax Treaty,:constitute payments for the 
use of, or the right to use, information concerning industrial, com- 
mercial, or scientific experience. The negotiators further agreed that 
a royalty paid under a “mixed contract,” “package fee,” or similar 
arrangement will be treated as exempt at source by virtue of para- 
graph 3 to the extent of any portion that is paid for the use of, or the 
right to use, property or information with respect to which para- 
graph 3 grants an exemption. 


The exemption granted under subparagraph 3(c) does not, however, 
extend to payments. made for information concerning industrial, 
commercial, or scientific experience that is provided in connection 
with a rental or franchise agreement. For this purpose, the negotia- 
tors agreed that a franchise is to be distinguished from other’ ar- 
rangements resulting in the transfer of intangible property. They 
agreed that a license to use intangibles (whether or not including a 
trademark) in a ‘territory, in and of itself, would not constitute a 
franchise agreement for purposes of subparagraph 3(c) in the ab- 
sence of other rights and obligations in the license agreement or in 
any other agreement that would indicate that the arrangement in its 
totality constituted a franchise ‘agreement. For example, a resident 
of one Contracting State may acquire a right to use a secret formula 
to manufacture a particular product (e.g., a perfume), together with 
the’ right to use a trademark for that product and to market it at a 
non-retail level, in the other Contracting State. Such an arrangement 
would not constitute a franchise in the absence of any other rights or 
obligations under that arrangement or any other agreement that 
would indicate that the arrangement in its totality constituted a 
franchise agreement. Therefore, the royalty payment under that.ar- 
rangement would be exempt from withholding tax in the other Con- 
tracting State to the extent made for the use of, or the right to use, 
the secret formula or other information concerning industrial, com- 
mercial, or scientific experience; however, it would be subject to 
withholding tax at a rate of 10 percent, to the extent made for the 
use of, or the right to use, the trademark. 


The provisions of paragraph 3.do not fully reflect the U.S. treaty 
policy of exempting all types of royalty payments from taxation at 
source, but Canada was not prepared to grant a complete exemption 
for all types of royalties in the Protocol. Although the Protocol 
makes several important changes to the royalty provisions of the 
present Convention in the direction of bringing Article XII into con- 
formity with U.S. policy, the United States remains concerned: about 
the imposition of withholding tax on some classes of royalties and 
about the associated administrative burdens. In this connection, the 
Contracting States have affirmed their intention to collaborate to re- 
solve in good faith any administrative issues that may arise in ap- 
plying the provisions of subparagraph 3(c). The United States in- 
tends to continue to pursue a zero rate of withholding for all 
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royalties in future negotiations with Canada, including discussions 
under Article 20 of the Protocol, as well as in negotiations with 
other countries. 


As noted above, new subparagraph 3(d) enables the Contracting 
States to provide an exemption for royalties paid with respect to 
broadcasting through an exchange of notes. This provision was in- 
cluded because Canada was not prepared at the time of the negotia- 
tions to commit to an exemption for broadcasting royalties. Subpar- 
agraph 3(d) was included to enable the Senate to give its advice and 
consent in advance to such an exemption, in, the hope that such an 
exemption could be obtained without awaiting the negotiation of an- 
other full protocol. Any agreement reached under the exchange of 
notes authorized by subparagraph 3(d) would lower the withholding 
rate from 10 percent to zero and, thus, bring the Convention into 
greater conformity with established U.S. treaty policy. 


Technical Explanation [1984]: 


Paragraph 3 provides that, notwithstanding paragraph 2, copyright 
royalties and other like payments in respect of the production or re- 
production of any literary, dramatic, musical, or artistic work, in- 
cluding royalties from such works on videotape or other means of 
reproduction for private (home) use, if beneficially owned by a resi- 
dent of the other Contracting State, may not be taxed by the Con- 
tracting State of source. This exemption at source does not apply to 
royalties in respect of motion pictures, and of works on film, video- 
tape or other means of reproduction for use in connection with tele- 
vision broadcasting. Such royalties are subject to tax at a maximum 
rate of 10 percent in the Contracting State in which they arise, as 
provided in paragraph 2 (unless the provisions of paragraph 5, de- 
scribed below, apply). 


4. The term “royalties” as used in this Article means 
payments of any kind received as a consideration for 
the use of, or the right to use, any copyright of liter- 
ary, artistic or scientific work (including motion pic- 
tures and works on film, videotape or other means of 
reproduction for use in connection with television), 
any patent, trade mark, design or model, plan, ‘secret 
formula or process, or for the use of, or the right to 
use, tangible personal property or for information 
concerning industrial, commercial or scientific expe- 
rience, and, notwithstanding the provisions of Article 
XIII (Gains), includes gains from the alienation of 
any intangible property or rights described in this 
paragraph to the extent that such gains are contingent 
on the productivity, use or subsequent disposition of 
such property or rights. 


History: Para. 4 amended by 1983 Protocol, article V, para. 2. 
Technical Explanation [1984]: 


Paragraph 4 defines the term “royalties” for purposes of Article XII. 
“Royalties” means payments of any kind received as consideration 
for the use of or the right to use any copyright of literary, artistic, or 
scientific work, including motion pictures, and works on film, 
videotape or other means of reproduction for use in connection with 
television broadcasting, any patent, trademark, design or model, 
plan, secret formula or process, or any payment for the use of or the 
right to use tangible personal property or for information concerning 
industrial, commercial, or scientific experience. The term “royal- 
ties” also includes gains from the alienation of any intangible prop- 
erty or rights described in paragraph 4 to the extent that such gains 
are contingent on the productivity, use, or subsequent disposition of 
such intangible property or rights. Thus, a guaranteed minimum 
payment derived from the alienation of (but not the use of) any right 
or property described in paragraph 4 is not a “royalty.” Any 
amounts deemed contingent on use by reason of Code section 
871(e) are, however, royalties under paragraph 2 of Article II 
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(General Definitions), subject to Article XX VI (Mutual Agreement 
Procedure). The term “royalties” does not encompass management 
fees, which are covered by the provisions of Article VIT (Business 
Profits) or XIV (Independent Personal Services), or payments under 
a bona fide cost-sharing arrangement. Technical service fees may be 
royalties in cases where the fees are periodic and dependent upon 
productivity or a similar measure. 


5. The provisions of paragraphs 2 and 3 shall not ap- 
ply if the beneficial owner of the royalties, being a 
resident of a Contracting State, carries on business in 
the other Contracting State in which the royalties 
arise, through a permanent establishment situated 
therein, or performs in that other State independent 
personal services from a fixed base situated therein, 
and the right or property in respect of which the roy- 
alties are paid is effectively connected with such per- 
manent establishment or fixed base. In such case the 
provisions of Article VII (Business Profits) or Arti- 
cle XIV (Independent Personal Services), as the case 
may be, shall apply. 


Technical Explanation [1984]: 


Paragraph 5 provides that the 10. percent limitation on tax in the 
Contracting State of source provided by paragraph | 2, and the ex- 
emption in the Contracting State of source for certain copyright roy- 
alties provided by paragraph 3, do not apply if the beneficial owner 
of the royalties carries on business in the State of source through a 
permanent establishment or fixed base and ‘the right or property in 
respect of which the royalties are paid is effectively connected with 
such permanent establishment or fixed base (i.¢., the royalties are 
attributable to the permanent establishment or fixed base). In that 
event, the royalty income would be taxable, under the provisions of 
Article VII (Business Profits) or XIV (Independent Personal Ser- 
vices), as the case may be. 


6. For the purposes of this Article, 


(a) royalties shall be deemed to arise in a Con- 
tracting State when the payer is a resident of that 
State. Where, however, the person paying the 
royalties, whether he is a resident of a Con- 
tracting State or not, has in a State a permanent 
establishment or a fixed base in connection with 
which the obligation to pay the royalties was in- 
curred, and such royalties are borne by such. per- 
manent establishment or fixed base, then such 
royalties shall be deemed to arise in the State in 
which the permanent establishment or fixed base 
is situated and not in any other State of which the 
payer is a resident; and 


(b) where subparagraph (a) does not operate to 
treat royalties as arising in either Contracting 
State and the royalties are for the use of, or the 
right to use, intangible property or tangible per- 
sonal property in a Contracting State, then such 
royalties shall be deemed to arise in that State. 


History: Para. 6 amended by 1995 Protocol, article 7(2), effective 
for amounts paid or credited on or after January 1, 1996 (see Art. 
21(2)(a) under “Application of the 1995 Protocol” above). Para. 6 
formerly read: 


6. For the purposes of this Article, royalties shall be deemed 
to arise in a Contracting State when the payer is that State 
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itself, or a political subdivision, local authority or resident of 
that State. However: 


(a) except as provided in subparagraph (b), where the 
person paying the royalties, whether he is a resident of a 
Contracting State or not, has in a State other than that of 
which he is a resident a permanent establishment or a 
fixed base in connection with which the obligation to pay 
the royalties was incurred, and such royalties are borne 
by such permanent establishment or fixed base, then such 
royalties shall be deemed to arise in the State in which 
the permanent establishment or fixed base is situated and 
not in the State of which the payer is a resident; and 


(b) where the royalties are for the use of, or the right to 
use, intangible property or tangible personal property in a 
Contracting State, then such royalties shall be deemed to 
arise in that State and not in the State of which the payer 
is a resident. 
Subpara. 6(b) amended by 1983 Protocol, article V, para. 3. 
Technical Explanation [1995 Protocol]: 


Paragraph 2 of Article 7 of the Protocol amends the rules in para- 
graph 6 of Article XII of the Convention for determining the source 
of royalty payments. Under the present Convention, royalties gener- 
ally are deemed to arise in a Contracting State if paid by a resident 
of that State. However, if the obligation to pay the royalties was 
incurred in connection with a permanent establishment or a fixed 
base in one of the Contracting States that bears the expense, the roy- 
alties are deemed to arise in that State. 


The Protocol continues to apply these basic rules but changes the 
scope of an exception provided under the present Convention. 
Under the present Convention, a royalty paid for the use of, or the 
right to use, property in a Contracting State is deemed to arise in 
that State. Under the Protocol, this “place of use” exception applies 
only if the Convention does not otherwise deem the royalties to 
arise in one of the Contracting States. Thus, the “place of use” ex- 


ception will apply only if royalties are neither paid by a resident of 


one of the Contracting States nor borne by a permanent establish- 
ment or fixed base in either State. For example, if a Canadian resi- 
dent were to grant franchise rights to a resident of Chile for use in 
the United States, the royalty paid by the Chilean resident to the 
Canadian resident for those rights would be U.S. source income 
under this Article, subject to U.S. withholding at the 10 percent rate 
provided in paragraph 2. 

The rules of this Article differ from those provided under U.S. do- 
mestic law. Under U.S. domestic law, a royalty is considered to be 


from U.S. sources if it is paid for the use of, or the privilege of 


using, an intangible within the United States; the residence of the 
payor is irrelevant. If paid to a nonresident alien individual or other 
foreign person, a U.S. source royalty is generally subject to with- 
holding tax at a rate of 30 percent under U.S. domestic law. By rea- 
son of paragraph | of Article XXIX (Miscellaneous Rules), a Cana- 
dian resident would be permitted to apply the rules of U.S. domestic 
law to its royalty income if those rules produced a more favorable 
result in its case than those of this Article. However, under a basic 
principle of tax treaty interpretation recognized by both Contracting 
States, the prohibition against so-called “cherry-picking,” the Cana- 
dian resident would be precluded from claiming selected benefits 
under the Convention (e.g., the tax rates only) and other benefits 
under U.S. domestic law (e.g., the source rules only) with respect to 
its royalties. See, e.g., Rev. Rul. 84-17, 1984-1 C.B. 308. For exam- 


ple, if a Canadian company granted franchise rights to a resident of 


the United States for use 50 percent in the United States and 50 
percent in Chile, the Convention would permit the Canadian com- 
pany to treat all of its royalty income from that single transaction as 
U.S. source income entitled to the withholding tax reduction under 
paragraph 2. U.S. domestic law would permit the Canadian com- 
pany to treat 50 percent of its royalty income as U.S. source income 
subject to a 30 percent withholding tax and the other 50 percent as 
foreign source income exempt from U.S. tax. The Canadian com- 
pany could choose to apply either the provisions of U.S. domestic 
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law or the provisions of the Convention to the transaction, but 
would not be permitted to claim both the U.S. domestic law exemp- 
tion for 50 percent of the income and the Convention’s reduced 
withholding rate for the remainder of the income. 


Royalties generally are considered borne by a permanent establish- 
ment or fixed base if they are deductible in computing the taxable 
income of that permanent establishment or fixed base. 


Since the definition of “resident” of a Contracting State in Article 
IV (Residence), as amended by Article 3 of the Protocol, specifies 
that this term includes the Contracting States and their political sub- 
divisions and local authorities, the source rule does not include a 
specific reference to these governmental entities. 


Technical Explanation [1984]: 


Paragraph 6 establishes rules to determine the source of royalties for 
purposes of Article XII. The first rule is that royalties arise in a 
Contracting State when the payer is that State, or a political subdivi- 
sion, local authority, or resident of that State. Notwithstanding that 
rule, royalties arise not in the State of the payer’s residence but in 
any State, whether or not a Contracting State, in which is situated a 
permanent establishment or fixed base in connection with which the 
obligation to pay royalties was incurred, if such royalties are borne 
by such permanent establishment or fixed base. Thus, royalties paid 
to a resident of the United States by a company resident in Canada 
for the use of property in a third State will not be subject to tax in 
Canada if the obligation to pay the royalties is incurred in connec- 
tion with, and the royalties are borne by, a permanent establishment 
of the company in a third State. “Borne by” means allowable as a 
deduction in computing taxable income. 


A third rule, which overrides both the residence rule and the perma- 
nent establishment rule just described, provides that royalties for the 
use of, or the right to use, intangible property or tangible personal 
property in a Contracting State arise in that State. Thus, consistent 
with the provisions of Code section 861(a)(4), if a resident of a third 
State pays royalties to. a resident of Canada for the use of or the 
right to use intangible property or tangible personal property in the 
United States, such royalties are considered to arise in the United 
States and are subject to taxation by the United States consistent 
with the Convention. Similarly, if a resident of Canada pays royal- 
ties to a resident of a third State, such royalties are considered to 
arise in the United States and are subject to U.S. taxation if they are 
for the use of or the right to use intangible property or tangible per- 
sonal property in the United States. The term “intangible property” 
encompasses all the items described in paragraph 4, other than tan- 
gible personal property. 


7. Where, by reason of a special relationship be- 
tween the payer and the beneficial owner or between 
both of them and some other person, the amount of 
the royalties, having regard to the use, right or infor- 
mation for which they are paid, exceeds the amount 
which would have been agreed upon by the payer 
and the beneficial owner in the absence of such rela- 
tionship, the provisions of this Article shall apply 
only to the last-mentioned amount. In such case, the 
excess part of the payments shall remain taxable ac- 
cording to the laws of each Contracting State, due 
regard being had to the other provisions of this 
Convention. 


Technical Explanation [1984]: 


Paragraph 7 provides that in cases involving special relationships 
between persons the benefits of Article XII do not apply to amounts 
in excess of the amount which would have been agreed upon be- 
tween persons with no special relationship; any such excess amount 
remains taxable according to the laws of Canada and the United 
States. consistent with any relevant provisions of the Convention. 
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8. Where a resident of a Contracting State pays roy- 
alties to a person other than a resident of the other 
Contracting State, that other State may not impose 
any tax on such royalties except insofar as they arise 
in that other State or insofar as the right or property 
in respect of which the royalties are paid is effec- 
tively connected with a permanent establishment or a 
fixed base situated in that other State. 

Technical Explanation [1984]: 

Paragraph 8 restricts the right of a Contracting State to impose tax 
on royalties paid by a resident of the other Contracting State. The 
first State may not impose any tax on such royalties except insofar 
as they arise in that State or they are paid to a resident of that State 
or the right or property in respect of which the royalties are paid is 
effectively connected with a permanent establishment or fixed base 
situated in that State. This rule parallels the rule in paragraph 8 of 
Article XI (Interest) and paragraph 5 of Article X (Dividends). 
Again, U.S. citizens remain subject to U.S. taxation on royalties re- 
ceived despite this rule, by virtue of paragraph 2 of Article XXIX 
(Miscellaneous Rules). 


Information Circulars: 77-16R4: Non-resident income tax. 


Article XIll— Gains 


1. Gains derived by a resident of a Contracting State 
from the alienation of real property situated in the 
other Contracting State may be taxed in that other 
State. 


Related Provisions: ITA 
property. 
Technical Explanation [1984]: 


115(1)(b) — Taxable Canadian 


Paragraph | provides that Canada and the United States may each 
tax gains from the alienation of real property situated within that 
State which are derived by a resident of the other Contracting State. 
The term “real property situated in the other Contracting State” is 
defined for this purpose in paragraph 3 of this article. The term 
“alienation” used in paragraph | and other paragraphs of Article 
XIII means sales, exchanges and other dispositions or deemed dis- 
positions (e.g., change of use, gifts, distributions, death) that are 
taxable events under the taxation laws of the Contracting State ap- 
plying the provisions of the Article. 


2. Gains from the alienation of personal property 
forming part of the business property of a permanent 
establishment which a resident of a Contracting State 
has or had (within the twelve-month period preced- 
ing the date of alienation) in the other Contracting 
State or of personal property pertaining to a fixed 
base which is or was available (within the twelve- 
month period preceding the date of alienation) to a 
resident of a Contracting State in the other Con- 
tracting State for the purpose of performing indepen- 
dent personal services, including such gains from the 
alienation of such a permanent establishment or of 
such a fixed base, may be taxed in that other State. 


Technical Explanation [1984]: 


Paragraph 2 of Article XIII provides that the Contracting State in 
which a resident of the other Contracting State “has or had” a per- 
manent establishment or fixed base may tax gains from the aliena- 
tion of personal property constituting business property. if such 
gains are attributable to such permanent establishment or fixed base. 
Unlike paragraph | of Article VII (Business Profits), paragraph 2 
limits the right of the source State to tax such gains to a twelve- 
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month period following the termination of the permanent establish- 
ment or fixed base. 


3. For the purposes of this Article the term “real 
property situated in the other Contracting State” 


(a) In the case of real property situated in the 
United States, means a United States real prop- 
erty interest and real property referred to in Arti- 
cle VI (Income from Real Property) situated in 
the United States, but does not include a share of 
the capital stock of a company that is not a resi- 
dent of the United States; and 


(b) in the case of real property situated in Canada 
means: 


(i) real property referred to in Article VI (In- 
come from Real Property) situated in Canada; 


(ii) a share of the capital stock of a company 
that is a resident of Canada, the value of 
whose shares is derived principally from real 
property situated in Canada; and 


(iii) an interest in a partnership, trust or estate, 
the value of which is derived principally from 
real property situated in Canada. 


Related Provisions: Income Tax Conventions Interpretation Act 
5 — Definition of “real property”. 

History: Para. 3(a) and subpara. 3(b)(ii) amended by 1997 Proto- 
col, article 1, effective April 26, 1995 and in force December 16, 
1997 (the day instruments of ratification were exchanged). The 
para. and subpara. formerly read: 


(a) in the case of real property situated in the United States, 
means a United States real property interest and real property 
referred to in Article VI (Income from Real Property) situated 
in the United States; and 


(ii) a share of the capital stock of a company, the value of 
whose shares is derived principally from real property situ- 
ated in Canada; and 
Para. 3 amended by 1983 Protocol, article VI, para. 1. 
Technical Explanation [1997]: 


Article 1 of the Protocol amends paragraph 3 of Article XTIT (Gains) 
of the Convention. Paragraph | of Article XII of the Convention 
provides that gains derived by a resident of a Contracting State from 
the alienation of real property situated within the other’Contracting 
State may be taxed in that other State. The term “real property situ- 
ated in the other Contracting State” is defined for this purpose in 
paragraph 3 of Article XIII of the Convention. 


Under paragraph 3(a) of Article XIII of the Convention, real prop- 
erty situated in the United States includes real property (as defined 
in Article VI (Income from Real Property) of the Convention) situ- 
ated in the United States and a United States real property interest. 
Under section 897(c) of the Internal Revenue Code (the “Code”) the 
term “United States real property interest” includes shares in a U.S. 
corporation that owns sufficient U.S. real property interests to sat- 
isfy an asset-ratio test on certain testing dates. 


Under Paragraph 3(b) of Article XII of the Convention, real prop- 
erty situated in Canada means real property (as defined in Article VI 
of the Convention) situated in Canada; shares of stock of a com- 
pany, the value of whose shares consists principally of Canadian 
real property; and an interest in a partnership, trust or estate, the 
value of which consists principally of Canadian real property. The 
term “principally” means more than 50 percent. 


Under the Code, stock of a foreign corporation is not niente a 
“United States real property interest.” Therefore, the United States 
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does not tax a resident of Canada on the sale of stock of a foreign 
corporation, regardless of the composition of the corporation’s as- 
sets. Although the Convention permits Canada to tax a U.S. resident 
on the sale of stock of a company that is not a resident of Canada if 
the value of the company’s shares consists principally of Canadian 
real property, Canada does not currently impose such a tax. How- 
ever, on April 26, 1995, amendments were proposed to the Cana- 
dian Income Tax Act that would impose Canadian income tax on 
gains realized on stock of certain companies that are not residents of 
Canada if (i) more than 50 percent of the fair market value of all of 
the company’s properties consists of any combination of taxable 
Canadian property, Canadian resource property, timber resource 
property in Canada and income interests in Canadian trusts, and (11) 
more than 50 percent of the fair market value of the shares in ques- 
tion is derived directly or indirectly from any combination of real 
property located in Canada, Canadian resource property, and timber 
resource property in Canada. [See ITA 115(1)(b) —ed.] This 
amendment is proposed to be effective as of April 26, 1995 with 
proration for gains that accrued before that date. Although the Cana- 
dian Parliament was dissolved before these amendments were 
passed, they are expected to be re-introduced in the current session 
with the same effective date. 


The Protocol amends paragraphs 3(a) and 3(b)(ii) of Article XIII of 
the Convention to limit each State’s right to tax the gains of a resi- 
dent of the other State from the sale of stock of a real property hold- 
ing company to cases where the company is resident in that State. 
Although the United States does not impose and is not currently 
considering imposing a tax,under the Code on gains from the sale of 
stock of non-resident real property holding companies, the Protocol 
nevertheless amends the Convention to prohibit the imposition of 
such a tax on Canadian residents. Although Canada is considering 
imposing such a tax on gains from the sale of shares of companies 
that are not residents of Canada, this Protocol provision will cause 
the proposed amendments to the Canadian Income Tax Act to, be 
inapplicable to U.S. residents who derive gains from the sale of 
stock of real property holding companies that are not residents of 
Canada. This provision will be retroactively effective to April 26, 
1995, the date the previous Canadian legislation was proposed to be 
effective. 


Technical Explanation [1984]: 


Paragraph 3 provides adefinition of the term “real property situated 
in the other Contracting State.” Where the United States is the other 
Contracting State, the term includes real property (as defined in Ar- 
ticle VI (Income from Real Property)) situated in the United States 
and a United States real property interest. Thus, the United States 
retains the ability to exercise its full taxing right under the Foreign 
Investment in Real Property Tax Act (Code section 897). (For a 
transition rule from the 1942 Convention, see paragraph 9 of this 
Article). 


Where Canada is the other Contracting State, the term means real 
property (as defined in Article VI) situated in Canada; shares of 
stock of a company, the value of whose shares consists principally 
of Canadian real property; and an interest in a partnership, trust or 
estate, the value of which consists principally of Canadian real 
property. The term “principally” means more than 50 percent. Taxa- 
tion in Canada is preserved through several tiers of entities if the 
value of the company’s shares or the partnership, trust or estate is 
ultimately dependent principally upon real property situated in 
Canada. 


4. Gains from the alienation of any property other 
than that referred to in paragraphs 1, 2 and 3 shall be 
taxable only in the Contracting State of which the 
alienator is a resident. 


Technical Explanation [1984]: 


Paragraph 4 reserves to the Contracting State of residence the sole 
right to tax gains from the alienation of any property other than 
property referred to in paragraphs 1, 2, and 3. 
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Advance Tax Ruling: ATR-43: Utilization of a non-resident- 
owned investment corporation as a holding corporation. However, 
see para. 5. below. 


5. The provisions of paragraph 4 shall not affect the 
right of a Contracting State to levy tax on gains from 
the alienation of property derived by an individual 
who is a resident of the other Contracting State if 
such individual: 


(a) was a resident of the first-mentioned State for 
120 months during any period of 20 consecutive 
years preceding the alienation of the property; 
and 


(b) was a resident of the first-mentioned State at 
any time during the ten years immediately pre- 
ceding the alienation of the property; 


and if such property (or property for which such 
property was substituted in an alienation the gain on 
which was not recognized for the purposes of taxa- 
tion in the first-mentioned State) was owned by the 
individual at the time he ceased to be a resident of 
the first-mentioned State. 


History: Para. 5 amended by 1983 Protocol, article VI, para. 2. 
Technical Explanation [1984]: 


Paragraph 5 states that, despite paragraph 4, a Contracting State 
may impose tax on gains derived by an individual who is a resident 
of the other Contracting State if such individual was a resident of 
the first-mentioned State for 120 months (whether or not consecu- 
tive) during any period of 20 consecutive years preceding the alien- 
ation of the property, and was a resident of that State at any time 
during the 10-year period immediately preceding the alienation of 
the property. The property (or property received in substitution in a 
tax-free transaction in the first-mentioned State) must have been 
owned by the individual at the time he ceased to be a resident of the 
first-mentioned State. 


6. Where an individual (other than a citizen of the 
United States) who was a resident of Canada became 
a resident of the United States, in determining his li- 
ability to United States taxation in respect of any 
gain from the alienation of a principal residence in 
Canada owned by him at the time he ceased to be a 
resident of Canada, the adjusted basis of such prop- 
erty shall be no less than its fair market value at that 
time. 


Technical Explanation [1984]: 


Paragraph 6 provides a rule to coordinate Canadian and United 
States taxation of gains from the alienation of a principal residence 
situated in Canada. An individual (not a citizen of the United States) 
who was a resident of Canada and becomes a resident of the United 
States may determine his liability for U.S. income tax purposes in 
respect of gain from the alienation of a principal residence in Can- 
ada owned by him at the time he ceased to be a resident of Canada 
by claiming an adjusted basis for such residence in an amount no 
less than the fair market value of the residence at that time. Under 
paragraph 2(b) of Article XXX, the rule of paragraph 6 applies to 
gains realized for U.S. income tax purposes in taxable years begin- 
ning on or after the first day of January next following the date 
when instruments of ratification are exchanged, even if a particular 
individual described in paragraph 6 ceased to be a resident of Can- 
ada prior to such date. Paragraph 6 supplements any benefits availa- 
ble to a taxpayer pursuant to the provisions of the Code, e.g., sec- 
tion 1034. 
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7. Where at any time an individual is treated for the 
purposes of taxation by a Contracting State as having 
alienated a property and is taxed in that State by rea- 
son thereof and the domestic law of the other Con- 
tracting State at such time defers (but does not for- 
give) taxation, that individual may elect in his annual 
return of income forthe year of such alienation to be 
liable to tax in the other Contracting State in that 
year as if he had, immediately before that time, sold 
and repurchased such property for an amount equal 
to its fair market value at that time. 


Technical Explanation [1984]: 


Paragraph 7 provides a rule to coordinate U.S. and Canadian taxa- 
tion of gains in circumstances where an individual is subject to tax 
in both Contracting States and one Contracting State deems a taxa- 
ble alienation of property by. such person to have occurred, while 
the other Contracting State at that time does not find a realization or 
recognition of income. and thus defers, but does not forgive, taxa- 
tion, In such a case the individual may elect in his annual return of 
income for the year of such alienation to be liable to tax in the latter 
Contracting State as if he had sold and repurchased the property for 
an amount equal to its fair market value at a time immediately prior 
to the deemed alienation. The provision would, for example, apply 
in the case of a gift by a U.S. citizen or a U.S. resident individual 
which Canada deems to be an income producing event for its tax 
purposes but with respect to which the United States defers taxation 
while assigning the donor’s basis tothe donee. The provision would 
also apply in the case of a U.S. citizen who, for Canadian tax pur- 
poses, is deemed to recognize income upon his departure from Can- 
ada, but not to a Canadian resident (not a U.S. citizen) who is 
deemed to recognize such income. The rule does not apply in the 
case of death, although Canada also deems that to be a taxable 
event, because the United States in effect forgives income taxation 
of economic gains at death. If in one Contracting State there are 
losses and gains from deemed alienations of different properties, 
then paragraph 7 must be applied consistently in the other Con- 
tracting State within the taxable period with respect to all such 
properties. Paragraph 7 only applies, however, if the deemed aliena- 
tions of the properties result in a net gain. 


8. Where a resident of a Contracting State alienates 
property in the course of a corporate or other organi- 
zation, reorganization, amalgamation, division or 
similar transaction and profit, gain or income with 
respect to such alienation is not recognized for the 
purpose of taxation in that State, if requested to do 
so by the person who acquires the property, the com- 
petent authority of the other Contracting State may 
agree, in order to avoid double taxation and subject 
to terms and conditions satisfactory to such compe- 
tent authority, to defer the recognition of the profit, 
gain or income with respect to such property for the 
purpose of taxation in that other State until such time 
and in such manner as may be stipulated in the 
agreement. 

History: Para. 8 amended by 1995 Protocol, article 8, generally ef- 
fective with respect to taxation years beginning on or after January 
1, 1996 (see Art. 21 under “Application of the 1995) Protocol” 
above). Para. 8 formerly read: 


8. Where a resident of a Contracting State alienates property 
in the course of a. corporate organization, reorganization, 
amalgamation, division or similar transaction and profit, gain 
or income with respect to such alienation is not recognized 
for the purpose of taxation in that State, if requested to do-so 
by the person who acquires the property, the competent au- 
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thority of the other Contracting State may agree, in order to 
avoid double taxation and subject to terms and conditions sat- 
isfactory to such competent authority, to defer the recognition 
of the profit, gain or income with respect to such property for 
the purpose of taxation in that other State until such time and 
in such manner as may be. stipulated in the agreement. 


Technical Explanation [1995 Protocol]: 


Article 8 of the Protocol broadens the scope of paragraph 8 of Arti- 
cle XIII (Gains) of the Convention to cover organizations, reorgani- 
zations, amalgamations, and similar transactions involving either 
corporations or other entities. The present Convention covers only 
transactions involving corporations. The amendment is intended to 
make the paragraph applicable to transactions involving other types 
of entities, such as trusts and partnerships. t, 


As in the case of transactions covered by the present Convention, 
the deferral allowed under this provision shall be for such time and 
under such other conditions as are stipulated between the person ac- 
quiring the property and the competent authority. The agreement of 
the competent authority of the State of source is entirely discretion- 
ary and, when granted, will be granted only to the extent necessary 
to avoid double taxation. 


Technical Explanation [1984]: 


Paragraph 8 concerns the coordination of Canadian and U.S. rules 
with respect to the recognition of gain on corporate organizations, 
reorganizations, amalgamations, divisions, and similar transactions. 
Where a resident of a Contracting State alienates property in such a 
transaction, and profit, gain, or income with respect to such aliena- 
tion is not recognized for income tax purposes in the Contracting 
State of residence, the competent authority of the other Contracting 
State may agree, pursuant to paragraph 8, if requested by the person 
who acquires the property, to defer recognition of the profit, gain, or 
income with respect to such property for income tax purposes. This 
deferral shall be for such time and under such other conditions as 
are stipulated between the person who acquires the property and the 
competent authority. The agreement of the competent authority of 
the State of source is entirely discretionary and will be granted only 
to the extent necessary to avoid double taxation of income. This 
provision means, for example, that the United States competent au- 
thority may agree to defer recognition of gain with respect to a 
transaction if the alienator would otherwise recognize gain for U.S. 
tax purposes and would not recognize gain under Canada’s law. The 
provision only applies, however, if alienations described in para- 
graph 8 result in a net gain. In the absence of extraordinary circum- 
stances the provisions of the paragraph must be applied consistently 
within a taxable period with respect to alienations described in the 
paragraph that take place within that period. | 


9. Where a person who is a resident of a Contracting 
State alienates a capital asset which may in accor- 
dance with this Article be taxed in the other Con- 
tracting State and 


(a) that person owned the asset on September 26, 
1980 and was resident in the first-mentioned 
State on that date; or 


(b) the asset was acquired by that person in an 
alienation of property which qualified as a non- 
recognition transaction for the purposes of taxa- 
tion in that other State; 


the amount of the gain which is liable to tax in that 
other State in accordance with this Article shall be 
reduced by the proportion of the gain attributable on 
a monthly basis to the period ending on December 
31 of the year in which the Convention enters into 
force, or such greater portion of the gain as is shown 
to the satisfaction of the competent authority of the 
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other State to be reasonably attributable to that pe- 
riod. For the purposes of this paragraph the term 
“non-recognition transaction” includes a transaction 
to which paragraph 8 applies and, in the case of taxa- 
tion in the United States, a transaction that would 
have been a non-recognition transaction but for Sec- 
tions 897(d) and 897(e) of the Internal Revenue 
Code. The provisions of this paragraph shall not ap- 
ply to 
(c) an asset that on September 26, 1980 formed 
part of the business property of a permanent es- 
tablishment or pertained to a fixed base of a resi- 
dent of a Contracting State situated in the other 
Contracting State; 


(d) an alienation by a resident of a Contracting 

- State of an asset that was owned at any time after 
September 26, 1980 and before such alienation 
by a person who was not at all times after that 
date while the asset was owned by such person a 
resident of that State; or 


(e) an alienation of an asset that was acquired by 
a person at any time after September 26, 1980 
and before such alienation in a transaction other 
than a non-recognition transaction. 


History: Para. 9 amended by 1983 Protocol, article VI, para. 3. 
Technical Explanation [1984]: 


Paragraph 9 provides a transitional rule reflecting the fact that under 
Article VIII of the 1942 Convention gains from the sale or exchange 
of capital assets are exempt from taxation in the State of source pro- 
vided the taxpayer had no permanent establishment in that State. 
Paragraph 9 applies to deemed, as well as actual, alienations or dis- 
positions. In addition, paragraph 9 applies to a gain described in 
paragraph 1, even though such gain is also income within the mean- 
ing of paragraph 3 of Article VI. Paragraph 9 will apply to transac- 
tions notwithstanding section 1125(c) of the Foreign Investment in 
Real Property Tax Act, Public Law 96-499 (“FIRPTA”). 


Paragraph 9 applies to capital assets alienated by a resident of a 
Contracting State if (a) that person owned the asset on September 
26, 1980 and was a resident of that Contracting State on September 
26, 1980 (and at all times after that date until the alienation), or (b) 
the asset was acquired by that person in an alienation of property 
which qualified as a non-recognition transaction for tax purposes in 
the other Contracting State. For purposes of subparagraph 9(b), a 
non-recognition transaction is a transaction in which gain resulting 
therefrom is, in effect, deferred for tax purposes, but is not perma- 
nently forgiven. Thus, in the United States, certain tax-free organi- 
zations, reorganizations, liquidations and like-kind exchanges will 
qualify as non-recognition transactions. However, a transfer of 
property at death will not constitute a non-recognition transaction, 
since any gain due to appreciation in the property is permanently 
forgiven in the United States due to the fair market value basis 
taken by the recipient of the property. If a transaction is a non-rec- 
ognition transaction for tax purposes, the transfer of non-qualified 
property, or “boot,” which may cause some portion of the gain on 
the transaction to be recognized, will not cause the transaction to 
lose its character as a non-recognition transaction for purposes of 
subparagraph 9(b). In addition, a transaction that would have been a 
non-recognition transaction in the United States but for the applica- 
tion of sections 897(d) and 897(e) of the Code will also constitute a 
non-recognition transaction for purposes of subparagraph 9(b). Fur- 
ther, a transaction which is not a non-recognition transaction under 
U.S. law, but to which non-recognition treatment is’ granted pursu- 
ant to the agreement of the competent authority under paragraph 8 
of this Article, is a non-recognition transaction for purposes of sub- 
paragraph 9(b). However, a transaction which is not a non-recogni- 
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tion transaction under U.S. law does not become a non-recognition 
transaction for purposes of subparagraph 9(b) merely because the 
basis of the property in the hands of the transferee is reduced under 
section 1125(d) of FIRPTA. 


The benefits of paragraph 9 are not available to the alienation or 
disposition by a resident of a Contracting State of an asset that (a) 
on September 26, 1980 formed part of the business property of a 
permanent establishment or pertained to a fixed base which a resi- 
dent of that Contracting State had in the other Contracting State, (b) 
was alienated after September 26, 1980 and before the alienation in 
question in any transaction that was not a non-recognition transac- 
tion, as described above, or (c) was owned at any time prior to the 
alienation in question and after September 26, 1980 by a person 
who was not a resident of that same Contracting State after Septem- 
ber 26, 1980 while such person held the asset. Thus, for example, in 
order for paragraph 9 to be availed of by a Canadian resident who 
did not own the alienated asset on September 26, 1980, the asset 
must have been owned by other Canadian residents continuously af- 
ter September 26, 1980 and must have been transferred only in 
transactions which were non-recognition transactions for U.S. tax 
purposes. . 

The availability of the benefits of paragraph 9 is illustrated by the 
following examples. It should be noted that the examples do not 
purport to fully describe the U.S. and Canadian tax consequences 
resulting from the transactions described therein. Any condition for 
the application of paragraph 9 which is not discussed in an example 
should be assumed to be satisfied. 

Example 1. 


A, an individual resident of Canada, owned an appreciated U.S. real 
property interest on September 26, 1980. On January 1, 1982, A 
transferred the U.S. real property interest to X, a Canadian corpora- 
tion, in exchange for 100 percent of X’s voting stock. A’s gain on 
the transfer to X is exempt from U.S. tax under Article VIII of the 
1942 Convention. Since the transaction qualifies as a non-recogni- 
tion transaction for U.S. tax purposes, as described above, X is enti- 
tled to the benefits of paragraph 9, pursuant to subparagraph 9(b), 
upon a subsequent disposition of the U.S, real property interest oc- 
curring after the entry into force of this Convention. If A’s transfer 
to X had instead occurred after the entry into force of this Conven- 
tion, A would be entitled to the benefits of paragraph 9, pursuant to 
subparagraph 9(a), with respect to U.S. taxation of that portion of 
the gain resulting from the transfer to X that is attributable on a 
monthly basis to the period ending on December 31 of the year in 
which the Convention enters into force (or a greater portion of the 
gain as is shown to the satisfaction of the U.S. competent authority). 
X would be entitled to the benefits of paragraph 9 pursuant to sub- 
paragraph 9(b), upon a subsequent disposition of the U.S. real prop- 
erty interest. 

Example 2. 


The facts are the same as in Example 1, except that A is a corpora- 
tion which is resident in Canada. Assuming that the transfer of the 
U.S. real property interest to X is a section 351 transaction or a tax- 
free reorganization for U.S. tax purposes, the results are the same as 
in Example 1. 


Example 3. 


The facts are the same as in Example 1, except that X is a U.S. 
corporation. If the transfer to X by A took place on January 1, 1982, 
A’s gain on the transfer to X would be exempt from tax under Arti- 
cle VIII of the 1942 Convention and A would be entitled to the ben- 
efits of paragraph 9, pursuant to subparagraph 9(b), upon a subse- 
quent disposition of the stock of X occurring after the entry into 
force of this Convention. If the transfer to X by A took place after 
the entry into force of this Convention, A would be entitled to the 
benefits of paragraph 9, pursuant to subparagraph 9(a), with respect 
to U.S. taxation (if any) of the gain resulting from the transfer to X, 
and would also be entitled to the benefits of paragraph 9, pursuant 
to subparagraph 9(b), upon a subsequent disposition of the stock of 
X. For several reasons, including the fact that X is a U.S. corpora- 
tion, paragraph 9 has no impact on the U.S. tax consequences of a 
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subsequent disposition by X of the U.S. real property interest in ei- 
ther case. 


Example 4. 


B, a corporation resident in Canada, owns all of the stock of C, 
which is also a corporation resident in Canada. C owns a U.S, real 
property interest. After the Convention enters into force, B liqui- 
dates C in a section 332 liquidation. The transaction is treated as a 
non-recognition transaction for U.S. tax purposes under the defini- 
tion of a non-recognition transaction described above. C is entitled 
to the benefits of paragraph 9, pursuant to subparagraph 9(a), with 
respect to gain taxed (if any) under section 897(d), and B is entitled 
to the benefits of paragraph 9, pursuant to subparagraph 9(b), upon 
a subsequent disposition of the U.S. real property interest. Gener- 
ally, the United States would not subject B to tax upon the liquida- 
tion of C. 


Example 5. 


The facts are the same as in Example 4, except that C is a U.S. 
corporation. B is entitled to the benefits of paragraph 9, pursuant to 
subparagraph 9(a), with respect to U.S. taxation (if any) of the gain 
resulting from the liquidation of C. B is not entitled to the benefits 
of paragraph 9 upon a subsequent disposition of the U.S. real prop- 
erty interest since that asset was held after September 26, 1980 by a 
person who was not a resident of Canada. The U.S. tax conse- 
quences to C are governed by the internal law of the United States. 


Example 6. 


D, an individual resident of the United States, owns Canadian real 
estate. On January 1, 1982, D transfers the Canadian real estate to 
E, a corporation resident in Canada, in exchange for all of E’s stock. 
This transfer is treated as a taxable transaction under the Income 
Tax Act of Canada. However, D’s gain on the transfer is exempt 
from Canadian tax under Article VIII of the 1942 Convention. D is 
not entitled to the benefits of subparagraph 9(b) upon a subsequent 
disposition of the stock of E since the stock was not transferred in a 
transaction which was a non-recognition transaction for Canadian 
tax purposes. E is not entitled to Canadian benefits under this para- 
graph since, inter alia, it is a Canadian resident. (However, under 
Canadian law, both D and E would have a basis for tax purposes 
equal to the fair market value of the property at the time of D’s 


transfer). If the transfer to E had taken place after entry into force of 


this Convention, D would be entitled to the benefits of paragraph 9, 
pursuant to subparagraph 9(a), with respect to Canadian tax result- 
ing from the transfer to E, but would not be entitled to the benefits 
of subparagraph 9(b) upon a subsequent disposition of the E stock. 
(Note that E could seek to have the transaction treated as a non- 
recognition transaction under paragraph 8 of this Article, with the 
result that, if the competent authority agrees, D will take a carryover 
basis in the stock of E and be entitled to the benefits of subpara- 
graph 9(b) upon a subsequent disposition thereof). 


Example 7. 


The facts are the same as in Example 6, except that E is a U.S. 
corporation. This transaction is also a recognition event under Cana- 
dian law at the shareholder level. The results are generally the same 
as in Example 6. However, if the transfer to E had been granted 
non-recognition treatment in Canada pursuant to paragraph 8, both 
D and E would be entitled to the benefits of paragraph 9 for Cana- 
dian tax purposes, pursuant to subparagraph 9(b), upon subsequent 
dispositions of the stock tt E or the Canadian real estate, 
respectively. 


Example 8. 


F, an individual resident of the United States, owns all of the stock 
of G, a Canadian corporation, which in turn owns Canadian real es- 
tate. F causes G to be amalgamated in a merger with another Cana- 
dian corporation. This is a non-recognition transaction under Cana- 
dian law and F is entitled for Canadian tax purposes, to the benefits 


\ Sic. Should read “period”, 
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of paragraph 9, pursuant to subparagraph 9(b), upon a subsequent 
disposition of the stock of the other Canadian corporation. 


Example 9. 


H, a U.S. corporation, owns all of the stock of J, another U.S. cor- 
poration. J owns Canadian real estate. H liquidates J. For Canadian 
tax purposes, no tax is imposed on H as a result of the liquidation 
and H receives a fair market value basis in the Canadian real estate. 
Accordingly, since gain has been forgiven due to the fair market 
value basis (rather than postponed in a non-recognition transaction), 
H would not be entitled to the benefits of subparagraph 9(b) upon 
the subsequent disposition of the Canadian real estate. Canada 
would impose a tax on J, but J would be entitled to the benefits of 
paragraph 9, pursuant to subparagraph 9(a), with respect to Cana- 
dian tax imposed on the liquidation. 


Example 10. 


The facts are the same as in Example 9, Step that J is a Canadian 
corporation. Paragraph 9 does not affect the Canadian taxation of J. 
While H is subject to Canadian tax, on the liquidation of J, H is 
entitled to the benefits of paragraph 9, pursuant to subparagraph 
9(a), with respect to such Canadian taxation. H will take a fair mar- 
ket value basis (rather than have gain postponed in a non-recogni- 
tion transaction) in the Canadian real estate for Canadian tax pur- 
poses and is thus not entitled to the benefits of paragraph 9 upon a 
subsequent disposition of the Canadian real estate (since, inter alia, 
the gain has been forgiven due to the fair market value basis). 


Example 11. 


K, a U.S. corporation, owns. the stock of ,L, another U.S. corpora- 
tion, which in turn owns Canadian real estate. K causes L to be 
merged into another U.S. corporation. For Canadian tax purposes, 
such a transaction is treated as a recognition event, but Canada will 
not impose a tax on K under its internal law. Canada would impose 
tax on L, but-L is entitled to the benefits of paragraph 9, pursuant to 
subparagraph 9(a), with respect to Canadian taxation of gain result- 
ing from the merger. The acquiring U.S. corporation would take a 
fair market value basis in the Canadian real estate, and would thus 
not be entitled to the benefits of subparagraph 9(b) upon a subse- 
quent disposition of the real estate. (Note that the acquiring U.S. 
corporation could seek to obtain non-recognition .treatment under 
paragraph 8 of this Article, with the result that, if approved by the 
competent authority, it would obtain a carryover basis in the prop- 
erty and be entitled to the benefits of subparagraph 9(b) upon a sub- 
sequent disposition of the Canadian real estate). 


Paragraph 9 provides that where a resident of Canada or the United 
States is subject to tax pursuant to Article XIII in the other Con- 
tracting State on gains from the alienation of a capital asset, and if 
the other conditions of paragraph 9 are satisfied, the amount of the 
gain shall be reduced for tax purposes in that other State by the 
amount of the gain attributable to the period during which the prop- 
erty was held up to and including December 31 of the year in which 
the documents of ratification are exchanged. The gain attributable to 
such person! is normally determined by dividing the total gain by 
the number of full calendar months the property was held by such 
person, including, in the case of an alienation described in para- 
graph 9(b), the number of months in which a predecessor in interest 
held the property, and multiplying such monthly amount by the 
number of full calendar months ending on or before December 31 of 
the year in which the instruments of ratification are exchanged. 


Upon a clear showing, however, a taxpayer may prove that a greater 
portion of the gain. was attributable to the specified period. Thus, in 
the United States the fair market value of the alienated property. at 
the treaty valuation date may be established under paragraph 9 in 
the manner and with the evidence that is generally required by U.S. 
Federal income, estate, and gift tax regulations. For this purpose a 
taxpayer may use valid appraisal techniques for valuing real estate 
such as the comparable sales approach (see Rey. Proc. 79-24, 1979- 
1 C.B..565) and the reproduction cost approach. If more than one 


2626 


Art. XV — Dependent Personal Services 


property is alienated in a single transaction each property will be 
considered individually. 


A taxpayer who desires to make this alternate showing for U.S. tax 
purposes must so indicate on his U.S. income tax return for the year 
of the sale or exchange and must attach to the return a statement 
describing the relevant evidence. The U.S. competent authority or 
his authorized delegate will determine whether the taxpayer has sat- 
isfied the requirements of paragraph 9. 

The amount of gain which is reduced by reason of the application of 
paragraph 9 is not to be treated for U.S. tax purposes as an amount 
of “nontaxed gain” under section 1125(d)(2)(B) of FIRPTA, where 
that section would otherwise apply. (Note that gain not taxed by 
virtue of the 1942 Convention is “nontaxed gain”). 

U.S. residents, citizens and former citizens remain subject to U.S. 
taxation on gains as provided by the Code notwithstanding the pro- 
visions of Article XIII, other than paragraphs 6 and 7. See 
paragraphs 2 and 3(a) of Article XXIX (Miscellaneous Rules). 


1.T. Technical News: No. 4 (article XIII:9 of the Canada—U.S. tax 
convention (1980). 


Article XIV — Independent Personal 
Services 


Income derived by an individual who is a resident of 
a Contracting State in respect of independent per- 
sonal services may be taxed in that State. Such in- 
come may also be taxed in the other Contracting 
State if the individual has or had a fixed base regu- 
larly available to him in that other State but only to 
the extent that the income is attributable to the fixed 
base. 

Related Provisions: ITA 146(1)“earned income”(c) — Income 
exempted by tax treaty is not earned income of a non-resident for 
RRSP purposes. 


Technical Explanation [1984]: 


Article XIV concerns the taxation of income derived by an individ- 
ual in respect.of the performance of independent personal services. 
Such income may be taxed in the Contracting State of which such 
individual is a resident. It may also be taxed in the other Contracting 
State if the individual has or had a fixed base regularly available to 
him in the other State for the purpose of performing his activities, 
but only to the extent that the income is attributable to that fixed 
base. The use of the term “has or had” ensures that a Contracting 
State in which a fixed base existed has the right to tax income attrib- 
utable to that fixed base even if there is a delay between the termi- 
nation of the fixed base and the receipt or accrual of such income. 
Unlike Article VII of the 1942 Convention, which provides a lim- 
ited exemption from tax at source on income from independent per- 
sonal services, Article XIV does not restrict the exemption to per- 
sons present in the State of source for fewer than 184 days. 
Furthermore, Article XIV does not allow the $5,000 exemption at 
source of the 1942 Convention, which was available even if services 
were performed through a fixed base. However, Article XIV_ pro- 
vides complete exemption at source if a fixed base does not exist. 


Article XV — Dependent Personal 
Services 


1. Subject to the provisions of Articles XVIII (Pen- 
sions and Annuities) and XIX (Government Ser- 
vice), salaries, wages and other similar remuneration 
derived by a resident of a Contracting State in re- 
spect of an employment shall be taxable only in that 
State unless the employment is exercised in the other 
Contracting State. If the employment is so exercised, 


Art. XV 


such remuneration as is derived therefrom may be 


taxed in that other State. 

Technical Explanation [1984]: 

Paragraph 1 provides that, in general, salaries, wages, and other 
similar remuneration derived by a resident of a Contracting State in 
respect of an employment are taxable only in that State unless the 
employment is exercised in the other Contracting State. If the em- 
ployment is exercised in the other Contracting State, the entire re- 
muneration derived therefrom may be taxed in that other State but 
only if, as provided by paragraph 2, the recipient is present in the 
other State for a period or periods exceeding 183 days in the calen- 
dar year, or the remuneration is borne by an employer who isa resi- 
dent of that other State or by a permanent establishment or fixed 
base which the employer has in that other State. However, in all 
cases where the employee earns $10,000 or less in the currency of 
the State of source, such earnings are exempt from tax in that State. 
“Bore by” means allowable as a deduction in computing taxable 
income. Thus, if a Canadian resident individual employed at the Ca- 
nadian permanent establishment of a U.S. company performs ser- 
vices in the United States, the income earned by the employee from 
such services is not exempt from U.S. tax under paragraph 1 if such 
income exceeds $10,000 (U.S.) because the U.S. company is enti- 
tled to a deduction for such wages in computing its taxable income. 


2. Notwithstanding the provisions of paragraph 1, re- 
muneration derived by a resident» of a Contracting 
State in respect of an employment exercised in a cal- 
endar year in the other Contracting State shall be 
taxable only in the first-mentioned State if: 


(a) such remuneration does not exceed ten thou- 
sand dollars ($10,000) in the currency of that 
other State; or 


(b) the recipient is present in the other Con- 
tracting State for a period or periods not exceed- 
ing in the aggregate 183 days in that year and the 
remuneration is not borne by an employer who is 
a resident of that other State or by a permanent 
establishment or a fixed base which the employer 
has in that other State. 

Related Provisions: ITA 146(1)“earned income’(c) — Income 

exempted by tax treaty is not earned income of a non-resident for 

RRSP purposes. ! 


Technical Explanation [1984]: 
See Article XV, para. 1. 


3. Notwithstanding the provisions of paragraphs | 
and 2, remuneration derived by a resident of a Con- 
tracting State in respect of an employment regularly 
exercised in more than one State on a ship, aircraft, 
motor vehicle or train operated by a resident of that 
Contracting State shall be taxable only in that State. 


Related Provisions: Art. III:1(h) — Meaning of “international 
traffic’: ITA 146(1)“earned income”(c) — Income exempted by tax 
treaty is not earned income of a non-resident for RRSP. purposes. 


Technical Explanation [1984]: 


Paragraph 3 provides that a resident of a Contracting State is ex- 
empt from tax in the other Contracting State with respect to remu- 
neration derived in respect of an employment regularly exercised in 
more than one State on a ship, aircraft, motor vehicle, or train oper- 
ated by a resident of the taxpayer’s State of residence. The word 
‘regularly’ is intended to distinguish crew members from persons 
occasionally employed on a ship, aircraft, motor vehicle, or train. 
Only the Contracting State of which the employee and operator are 
resident has the right to tax such remuneration. However, this provi- 
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sion is subject to the ‘saving clause* of paragraph 2 of Article XXIX 
(Miscellaneous Rules), which permits the United States to tax its 
citizens despite paragraph 3. 
Article XV states that its provisions are overridden by the more spe- 
cific rules of Article XVIII (Pensions and Annuities) and Article 
XIX (Government Services). 


Article XVI — Artistes and Athletes 


1. Notwithstanding the provisions of Articles XIV 
(Independent Personal Services) and XV (Dependent 
Personal Services), income derived by a resident of a 
Contracting State as an entertainer, such as a theatre, 
motion picture, radio or television artiste, or a musi- 
cian, or as.an athlete, from his personal activities as 
such exercised in the other Contracting State, may be 
taxed in that other State, except where the amount of 
the gross receipts derived by such entertainer or ath- 
lete, including expenses reimbursed to him or borne 
on his behalf, from such activities do not exceed fif- 
teen thousand dollars ($15,000) in the currency of 
that other State for the calendar year concerned. 


Related Provisions: ITA 146(1)“earned income’’(c) — Income 
exempted by tax treaty is not earned income of a non-resident for 
RRSP purposes. 


Technical Explanation [1984]: 


Article XVI concerns income derived by a resident of a Contracting 
State as an entertainer; such as a theatre, motion picture, radio, or 
television artiste, or a musician, or as an athlete, from his personal 
activities as such exercised in the other Contracting State. Article 
XVI overrides Articles XIV (Independent Personal Services) and 
XV (Dependent Personal Services) to allow source basis taxation of 
an entertainer or athlete in cases where the latter Articles would not 
permit such taxation. Thus, paragraph | provides that certain in- 
come of an entertainer or athlete may be taxed in the State of source 
in all cases where the amount of gross receipts derived by the enter- 
tainer or athlete, including expenses reimbursed to him or borne on 
his behalf, exceeds $15,000 in the currency of that other State for 
the calendar year concerned. For example, where a resident of Can- 
ada who is an entertainer derives income from his personal activi- 
ties as an entertainer in the United States, he is taxable in the United 
States on all such income in any case where his gross receipts are 
greater than $15,000 for the calendar year. Article XVI does not 
restrict the right of the State of source to apply the provisions of 
Articles XIV and XV. Thus, an entertainer or athlete resident in a 
Contracting State and earning $14,000 in wages borne by a perma- 
nent establishment in the other:State may be taxed in the other State 
as provided in Article XV. 


2. Where income in respect of personal activities ex- 
ercised by an entertainer or an athlete in his capacity 
as such accrues not to the entertainer or athlete but to 
another person, that income may, notwithstanding 
the provisions of Articles VI (Business Profits), 
XIV (Independent Personal Services) and XV (De- 
pendent Personal Services), be taxed in the Con- 
tracting State in which the activities of the enter- 
tainer or athlete are exercised. For the purposes of 
the preceding sentence, income of an entertainer or 
athlete shall be deemed not to accrue to another per- 
son if it is established that neither the entertainer or 
athlete, nor persons related thereto, participate di- 
rectly or indirectly in the profits of such other person 
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in any manner, including the receipt of deferred re- 
muneration, bonuses, fees, dividends, partnership 
distributions or other distributions. 


Technical Explanation [1984]: 


Paragraph 2 provides that where income in respect of personal ac- 


tivities exerciséd by an entertainer or an athlete accrues not to the 
entertainer or athlete himself but to another person, that income 
may, notwithstanding the. provisions of Article VI (Business Prof- 
its), Article XIV, and Article XV, be taxed in the Contracting State 
in which the activities are exercised. The anti-avoidance rule of par- 
agraph 2 does not apply if it is established by the entertainer or ath- 
lete that neither he nor persons related to him participate directly or 
indirectly in the profits of the other person in any manner, including 
the receipt of deferred remuneration, bonuses, fees, dividends, part- 
nership distributions, or other distributions. 


Thus, if an entertainer who is a resident of Canada.is under contract 
with a company and the arrangement between the entertainer and 
the company provides for payments to the entertainer based on the 
profits of the company, all of the income of the company attributa- 
ble to the performer’s U.S. activities may be taxed in the United 
States irrespective of whether the company maintains a permanent 
establishment in the United.States» Paragraph 2 does not affect the 
rule of paragraph | that applies to the entertainer or athlete himself. 


3. The provisions of paragraphs | and 2 shall not ap- 
ply to the income of: 


(a) an athlete in respect of his activities as an em- 
ployee of a team which participates in a league 
with regularly scheduled games in both Con- 
tracting States; or 


(b) a team described in subparagraph (a). 
History: Para. 3 amended by 1983 Protocol, article VH, para.-1. 
Technical Explanation [1984]: 


Paragraph 3 provides that paragraphs | and 2 of Article XVI do not 
apply to the income of an athlete in respect of an employment with 
a team which participates in a league with regularly scheduled 
games in both Canada and the United States, nor do those 
paragraphs apply to the income of such a team. Such an athlete is 
subject to the rules of Article XV. Thus, the athlete’s remuneration 
would be exempt from tax in the Contracting State of source if he is 
a resident of the other Contracting State and earns $10,000 or less in 
the currency of the State of source, or if he is present in that State 
for a period or periods not exceeding in the aggregate 183 days in 
the calendar year, and his remuneration is not borne by a resident of 
that State. or a permanent establishment or fixed base in that State. 
In addition, a team described in paragraph 3 may not be taxed in a 
Contracting State under paragraph 2 of this Article solely by reason 
of the fact that a member of the team may participate in the profits 
of the team through the receipt of a bonus based, for example, on 
ticket sales. The employer may be taxable pursuant to other articles 
of the Convention, such as Article VII. 


4. Notwithstanding the provisions of Articles XIV 
(Independent Personal Services) and XV (Dependent 
Personal Services) an amount paid by a resident of a 
Contracting State to a resident of the other Con- 
tracting State as an inducement to sign an agreement 
relating to the performance of the services of an ath- 
lete (other than an amount referred to in paragraph 1 
of Article XV (Dependent Personal Services) may be 
taxed in the first-mentioned State, but the tax so 
charged shall not exceed 15 per cent of the gross 
amount of such payment. 
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History: Para. 4 added by 1983 Protocol, article VII, para. 2. 
Technical Explanation [1984]: 


Paragraph 4 provides that, notwithstanding Articles XIV and XV, 
an amount paid by a resident of a Contracting State to a resident of 
the other State as an inducement to sign an agreement relating to the 
performance of the services of an athlete may be taxed in the first- 
mentioned State. However, the tax imposed may not exceed 15 per- 
cent of the gross amount of the payment. The provision clarifies the 
taxation of signing bonuses in a manner consistent with their treat- 
ment under U.S. interpretations of the 1942 Convention. Amounts 
paid as salary or other remuneration for the performance of the ath- 
letic services themselves are not taxable under this provision, but 
are subject to the provisions.of paragraphs | and 3 of this Article, or 
Articles XIV or XV, as the case may be. The paragraph covers all 
amounts paid (to the athlete or another person) as an inducement to 
sign an agreement for the services of an athlete, such as a bonus to 
sign a contract not to perform for other teams. An amount described 
in this paragraph is not to be included in determining the amount of 
gross receipts derived by an athlete in a calendar year for purposes 
of paragraph 1. Thus, if an athlete receives a $50,000 signing bonus 
and a $12,000 salary for a taxable year, the State of source would 
not be entitled to tax the salary portion of the receipt of the athlete 
for that year under paragraph 1 of this Article. 


Article XVI! — Withholding of Taxes 
in Respect of Personal Services 


1. Deduction and withholding of tax on account of 
the tax liability for a taxable year on remuneration 
paid to an individual who is a resident of a Con- 
tracting State (including an entertainer or athlete) in 
respect of the performance of independent personal 
services in the other Contracting State may be re- 
quired by that other State, but with respect to the 
first five thousand dollars ($5,000) in the currency of 
that other State, paid as remuneration in that taxable 
year by each payer, such deduction and withholding 
shall not exceed 10 per cent of the payment. 


Technical Explanation [1984]: 


Article XVII confirms that a Contracting State may require with- 
holding of tax.on account of tax liability with respect to remunera- 
tion paid to an individual who is a resident of the other Contracting 
State, including an entertainer or athlete, in respect of the perform- 
ance of independent personal services in the first-mentioned State. 
However, withholding with respect to the first $5,000 (in the cur- 
rency. of the State of source) of such remuneration paid in that taxa- 
ble year by each payor shall not-exceed 10 percent of such payment. 
In the United States, the withholding described in paragraph 1 re- 
lates to withholding with respect to income tax liability and does not 
relate to withholding with respect to other taxes, such as social se- 
curity taxes. Nor is the paragraph intended to suggest that withhold- 
ing in circumstances not specifically mentioned, such as withhold- 
ing with respect to dependent personal services, is precluded by the 
Convention. 


2. Where the competent authority of a Contracting 
State considers that an amount that would otherwise 
be deducted or withheld from any amount paid or 
credited to an individual who is a resident of the 
other Contracting State in respect of the performance 
of personal services in the first-mentioned State is 
excessive in relation to the estimated tax liability for 
the taxable year of that individual in the first-men- 
tioned State, it may determine that a lesser amount 
will be deducted or withheld. 


Art. XVIII 


Technical Explanation [1984]: 


Paragraph 2 provides that in any case where the competent authority 
of Canada or the United States believes that withholding with re- 
spect to remuneration for the performance of personal services is 
excessive in relation to the estimated tax liability of an individual to 
that State for a taxable year, it may determine that a lesser amount 
will-be deducted or withheld. In the case of independent personal 
services, paragraph 2 may thus result in a lesser withholding than 
the maximum authorized by paragraph 1. 


3. The provisions of this Article shall not affect the 
liability of a resident of a Contracting State referred 
to in paragraph 1 or 2 for tax imposed by the other 
Contracting State. 


Technical Explanation [1984]: 


Paragraph 3 states that the provisions of Article XVII do not affect 
the liability of a resident of a Contracting State for taxes imposed by 
the other Contracting State. The Article deals only with the method 
of collecting taxes and not with substantive tax liability. 


Article XVIIA of the 1942 Convention authorizes the issuance of 
regulations to specify circumstances under which residents of the 
United States temporarily performing personal services in Canada 
may be exempted from deduction and withholding of United States 
tax. This provision is omitted from the Convention as unnecessary. 
The Code and regulations provide sufficient authority to avoid ex- 
cessive withholding of U.S. income tax. Further, paragraph 2 pro- 
vides for adjustments in the amount of withholding where 
appropriate. 


History: The title of Article XVII and para. 2 amended by 1983 
Protocol, article VIII. 


Article XVIIl— Pensions and 
Annuities 


1. Pensions and annuities arising in a Contracting 
State and paid to a resident of the other Contracting 
State may be taxed in that other State, but the 
amount of any such pension that would be excluded 
from taxable income in the first-mentioned State if 
the recipient were a resident thereof shall be exempt 
from taxation in that other State. 


History: Para. | amended by 1983 Protocol, article IX, para. 1. 


Selected Cases [Art. XVIII:1]: Coblentz v. Canada, [1996] 3 
C.T.C. 295 (FCA) (No double taxation involved in taxation of 
lump-sum payment of pension). 


Technical Explanation [1984]: 


Paragraph | provides that a resident of a Contracting State is taxable 
in that State with respect to pensions and annuities arising in the 
other Contracting State. However, the State of residence shall ex- 
empt from taxation the amount of any such pension that would be 
excluded from taxable income in the State of source if the recipient 
were a resident thereof. Thus, if a $10,000 pension payment arising 
in a Contracting State is paid to a resident of the other Contracting 
State and $5,000 of such payment would be excluded from taxable 
income as a return of capital in the first-mentioned State if the re- 
cipient were a resident of the first-mentioned State, the State of resi- 
dence shall exempt from tax $5,000 of the payment. Only $5,000 
would be so exempt even if the first-mentioned State would also 
grant a personal allowance as a deduction from gross income if the 
recipient were a resident thereof. Paragraph 1 imposes no such re- 
striction with respect to the amount that may be taxed in the State of 
residence in the case of annuities. 
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— 21(2\a) under “Application of me 1995 rsa above). Para. 3 


| formerly read: igre le 


sintioal 


3. For the purposes of this Convention, the term “pensions” 
inclades any payment under a superannuation, pension or te- 
tirement plan, Armed Forces retirement pay, war veterans 
pensions and allowances and amounts paid under a sickness,” 
accident or disabiliqy plan, bat does not include payments © 
under an indome-averaging annuity contract or any benefit re 


ferred tw in paragraph 35. 
Technical Explanation [1997 Protocol]: 


Paragraph 1 of Airicle 2 of the Protoonl ameiids parégrapht S:0P AE. 
vice XVI (Pensions and Annuities) of the Convention to clarify 
that social security benefits paid by one Contracting State in respect 


ef services rendered to that State or a subdivision or authority of 


that State are subject to the rules set forth in paragraph 5 of Article 


XVI, and are not subject to Article XIX (Government Service). 


Thas. all social security benefits paid by a Contracting State will be 
subject 1 the same rules, regardless of whether the services were 
rendered 1 a privale sector employer, the government, or both. 


Technical Explanation [1995 Protocol]: 


Article 0 of the Protocol amends Article XVI (Pensions and Annu- 


imes) of the Convention. Paragraph 3 of Article XVIII defines the 
term “penstons” for purposes ot the Convention, including the rules 
for the Taxation Of Gross-botder pensions in paragraphs"1 and 2 of 
the Article. the rales in paragraphs 2 and 3 of Article XXI (Exempt 
Organizations) for certain Income derived by pension funds, and the 
rales in paragraph 1(>)@) of Article IV (Residence) regarding the 


| residence of pension funds and certain other entities. The Protocol 


amends the present definition by substituting the phrase “other re- 


| tirement arrangement” for the phrase “retirement plan.” The pur- 
pose of this change is to clarify that the definition of “pensions” 


wolades. for example, payments from Individual Retirement Ac- 
oounts (IRAs) in the United States ard to provide that “pensions” 

inlcudes, for example, Registered Retirement Savings Plans 
(RRSPs) and Registered Retirement Income Funds (RRIFs).in Can- 
ada. The term “pensions” also would include amounts paid by other 
retirement plans or arrangements, whether or not they are qualified 
plans under U_S. domestic law; this would include, for example, 
plans and arrangements described in section 457 or 414(d) of the 
Internal Revenue Code. 


Technical Explanation [1984]: 


Paragraph 3 defines the term “pensions” for purphads Siac 
vention % inclade any payment under a superannuation, pension, or 
retirement plan. Armed Forces retirement pay, war veterans pen- 
sions and allowances, and amounts paid under a sickness, accident, 
or disability plan. Thus, the term “pension” includes pensions paid 
by privale emplovers as well as any pension paid by a Contracting 
State im respect Of services rendered to that State. A pension for 
government Service is Covered. The term “pensions” does not in- . 
clude payments under an income averaging annuity contract or ben- 
efits paid wnder social security legislation. The latter benefits are 
taxed, pursuant to paragraph 5. only in the Contracting State paying 

the benefit. Income derived from an income averaging annuity con- 
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Related Provisions: Income Tax Conventions Interpretation Act 
5 — Definition of “annuity”. 

Technical Explanation [1984]: 

Paragraph 4 provides that, for purposes of the Convention, the term 
“annuities” means a stated sum paid periodically at stated times dur- 
ing life or during a specified number of years, under an obligation to 
make payments in return for adequate and full consideration other 
than services rendered. The term does not include a payment that is 
not periodic or any annuity the cost of which was deductible for tax 
purposes in the Contracting State where the annuity was acquired. 
Items excluded from the definition of “annuities” are subject to the 
rules of Article XXII. . 


5. Benefits under the social security legislation in a 
Contracting State (including tier 1 railroad retire- 
ment benefits but not including unemployment bene- 
fits) paid to a resident of the other Contracting State 
shall be taxable only in that other State, subject to 
the following conditions: 


(a) a benefit under the social security legislation 
in the United States paid to a resident of Canada 
shall be taxable in Canada as though it were a 
benefit under the Canada Pension Plan, except 
that 15 per cent of the amount of the benefit shall 
be exempt from Canadian tax; and 


(b) a benefit under the social security legislation 
in Canada paid to a resident of the United States 
shall be taxable in the United States as though it 
were a benefit under the Social Security Act, ex- 
cept that a type of benefit that is not subject to 
Canadian tax when paid to residents of Canada 
shall be exempt from United States tax. 
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History: Para. 5 amended by 1997 Protocol, article 2(2), in force 
December 16, 1997 (the day instruments of ratification were ex- 
changed). Article 3 of the Protocol provides the following: 


1. This Protocol shall be subject to ratification in accordance 

with the applicable procedures in Canada and the United 
States and instruments of ratification shall be exchanged as 
soon as possible. 


2. This Protocol shall enter into force upon the exchange of 
instruments of ratification, and shall have effect as follows: 


(a) Article 1 [amendments to Article XIII (Gains)] of this 
Protocol shall have effect as of April 26, 1995; and 


(b) Article 2 [amendments to Article XVII (Pension and 
Annuities)| of this Protocol shall have effect with respect 
to amounts paid or credited to a resident of the other 
Contracting State after 1995, except that where a Con- 
tracting State has, in accordance with the Convention 
read without reference to this Protocol, imposed a tax on 
benefits paid or credited under the social security legisla-. 
tion in that State, and those benefits are paid or credited 
after 1995 and 


(i) before the calendar year in which this Protocol en- 
ters into force, if this Protocol enters into force 
before September | of that year, or 


(ii) before the end of the calendar year in which this 
Protocol enters into force, if this Protocol enters into 
force after August 31 of that year, 


Article 2 [amendments to Article XVIII (Pension and 
Annuities)] shall only have effect with respect to such 
benefits (referred to in this Article as “source-taxed bene- 
fits”) as described in paragraphs 3, 4 and 5. 


3. With respect to source-taxed benefits paid by a Contracting 
State to a resident of the other Contracting State, Article 2 
applies only if the resident has, within three years after the 
date on which this Protocol enters into force, applied to the 
competent authority of the first-mentioned Contracting State 
for a refund of the tax imposed on the benefits. However, 
with respect to source-taxed benefits paid by the United 
States to a resident of Canada, the competent authority of 
Canada shall: 


(a) apply for and receive such refund on behalf of the 
resident; 


(b) remit to the resident, in accordance with the law of: 
Canada governing refunds of income tax overpayments, 
such refund less any tax imposed in Canada on the bene- 
fits in accordance with Article 2 of this Protocol; and 


(c) make the application referred to in subparagraph (a) 
only if the additional tax that would be imposed in Can- 
ada on the benefits, on the assumption that Article 2 of 
this Protocol applied, would be less than the tax imposed 
in the United’ States on the benefits as a result of para- 
graph 5 of Article XVIII (Pensions and Annuities) of the 
Convention read without reference to this Protocol. 


Art. XVIII 


4. All taxes refunded as a result of this Protocol shall be re- 
funded without interest and interest on any taxes of a resident 
of a Contracting State assessed as a result of this Protocol 
shall be computed as though those taxes became payable no 
earlier than December 31 of the year following the year in 
which this Protocol enters into force. 


5. The competent authorities of the Contracting States shall 
establish procedures for making or revoking the application 
referred to in paragraph 3 and shall agree on such additional 
procedures as are necessary to ensure the appropriate imple- 
mentation of this Protocol. 


The para. formerly read: 


5. Benefits under the social security legislation in a Con- 
tracting State (including tier 1 railroad benefits but not in- 
cluding unemployment benefits) paid to a resident of the 
other Contracting State (and in the case of Canadian benefits, 
toa citizen of the United States) shall be taxable only in the 
first-mentioned State. 


Para. 5 amended by 1995 Protocol, article 9(2), generally effective 
for taxation years beginning on or after January 1, 1996 (see Art. 
21(2) under “Application of the 1995 Protocol” above). Para. 5 for- 
merly read: 


5. Benefits under the social security legislation in a Con- 
tracting State paid to a resident of the other Contracting State 
shall be taxable as follows: 


(a) such benefits shall be taxable only in that other State; 


(b) notwithstanding the provisions of subparagraph (a), 
one-half of the total amount of any such benefit paid in a 
taxable year shall be exempt from taxation in that other 
State. 


Para. 5 amended by 1984 Protocol, article I. 
Technical Explanation [1997 Protocol]: 


Paragraph 2 of Article 2 of the Protocol amends paragraph 5 of Ar- 
ticle XVIII of the Convention, which provides rules for the taxation 
of social security benefits (including tier 1 railroad retirement bene- 
fits but not including unemployment benefits), and reverses changes 
made by the third protocol to the Convention, which was signed on 
March 17, 1995 and generally took effect as of January 1, 1996 (the 
“1995 Protocol”). Under the Convention prior to amendment by the 
1995 Protocol, the State of residence of the recipient of social secur- 
ity benefits had the exclusive right to tax social security benefits 
paid by the other State on a net basis but exempted 50 percent of the 
benefit. This was changed by the 1995 Protocol. Under the 1995 
Protocol, effective January 1, 1996 benefits paid under the U.S. or 
Canadian social security legislation to a resident of the other Con- 
tracting State (or, in the case of Canadian benefits, paid to a U.S. 
citizen) are taxable exclusively in the paying State. 


Canada and the United States impose different source-basis taxing 
regimes on social security benefits. Under Code section 871(a)(3), 
85 percent of social security benefits paid to a nonresident alien are 
includible in gross income. The taxable portion of social security 
benefits is subject to the regular 30 percent withholding tax, with 
the result that the gross social security benefit is subject to an effec- 
tive tax rate of 25.5 percent. This is a final payment of tax and Ca- 
nadian recipients of U.S. social security benefits, regardless of their 
level of income, may not elect to be taxed in the United States on a 
net basis at graduated rates. 


In Canada, social security benefits paid to nonresidents are subject 
to a general withholding tax of 25 percent. However, Canada per- 
mits U.S. recipients of Canadian benefits to file a Canadian tax re- 
turn and pay tax at regular graduated rates on their net income. As a 
result, low-income U.S. recipients of Canadian social security typi- 
cally pay little or no tax on their benefits. 


The Protocol returns to a system of residence-based taxation in 
which social security benefits are exclusively taxable in the State 
where the recipient lives. Social security benefits will generally be 
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taxed as if they were benefits paid under the social security legisla- 
tion in the residence State. Therefore, social security benefits will 
be taxed on a net basis at graduated rates and low-income recipients 
will not pay-any tax on these benefits. However, the Protocol modi- 
fies the residence State’s taxation of cross-border benefits in order 
to take into account how the benefits would have been taxed in the 
source State if paid to a resident of that State. 


In the case of Canadian recipients of U.S. social security benefits, 
the Protocol provides that only 85 percent of these benefits will be 
subject to tax in Canada. This reflects the fact that, although in Can- 
ada social security benefits are fully includible, a maximum of 85 
percent of United States social security benefits are includible in in- 
come for U.S. tax purposes. See Code section 86. This is also con- 
sistent with the taxation of social security benefits under the Con- 
vention prior to the effective date of the 1995 Protocol, since at the 
time the pre-1996 rule was adopted the United States included a 
maximum of 50 percent of the social security benefits in income. 


In the case of U.S. recipients of Canadian social security benefits, 
the Protocol provides that the benefits will be taxed as if they were 
payments under the Social Security Act. Therefore, a maximum of 
85 percent of the Canadian benefits will be included in the gross 
income of a U.S. recipient, even though the entire benefit would 
have been taxed by Canada if received by a Canadian resident. 
However, if the Canadian benefit is of a type that is not subject to 
Canadian tax when paid to a resident of Canada, it will not be sub- 
ject to U.S. tax when received by a resident of the United States. 
This provision is necessary to take into account certain proposed 
changes to Canada’s Old Age Security benefits. At present, Old 
Age Security benefits paid to U.S. residents are subject to both ordi- 
nary Canadian income tax and an additional “recovery tax” that has 
the effect of means-testing the benefit. Canada has proposed to 
change the Old Age Security benefit system so that the benefit 
would be means-tested at source and not subject to the recovery tax. 
Because the amount of such future benefits will have already been 
reduced to take into account the recipient’s income, it-would not be 
appropriate to subject such benefits to additional U.S. tax. 


[Application of the Protocol] 


Article 3 of the Protocol contains the rules for bringing the Protocol 
into force and giving effect to its provisions. 


Paragraph | 


Paragraph 1 provides for the ratification of the Protocol by both 
Contracting States according to their constitutional and statutory re- 
quirements and instruments of ratification will be exchanged as 
soon as possible. 


In the United States, the process leading to ratification and entry 
into force is as follows: Once a protocol has been signed by author- 
ized representatives of the two Contracting States, the Department 
of State sends the protocol to the President who formally transmits 
it to the Senate for its advice and consent to ratification, which re- 
quires approval by two-thirds of the Senators present and voting. 
Prior to this vote, however, it generally has been the practice for the 
Senate Committee on Foreign Relations to hold hearings on the pro- 
tocol and make a recommendation regarding its approval to the full 
Senate. Both Government and private sector witnesses may testify 
at these hearings. After receiving the advice and consent of the Sen- 
ate to ratification, the protocol is returned to the President for his 
signature on the ratification document. The President’s signature on 
the document completes the process in the United States. 


Paragraph 2 

Paragraph 2 of Article 3 provides that the Protocol will enter into 
foree on the date on which the instruments of ratification are ex- 
changed. However, the date on which the Protocol enters into force 
will not be the date on which its provisions will take effect. Para- 


graph 2, therefore, also contains rules that determine when the pro- 
visions of the Protocol will have effect. 


Under paragraph 2(a), Article 1 of the Protocol will have effect as 
of April 26, 1995. As discussed above, this is the date on which 
certain proposed amendments to Canadian law would be effective. 


Canada—U.S. Tax Convention 


Under paragraph 2(b), Article 2 of the Protocol will have effect as 
of January 1, 1996, which is the date as of which the changes to the 
taxation of social security benefits that were implemented by the 
1995 Protocol became effective. Consequently, the source-basis tax- 
ation of social security benefits that was implemented by the 1995 
Protocol will be retroactively eliminated and recipients of cross-bor- 
der social security benefits will be entitled to a refund. of any 
source-State tax withheld on their benefits for 1996 and later years. 
This return to residence-basis taxation of social security benefits 
means that some high-income recipients of cross-border benefits 
may be required to pay additional taxes to their State of residence if 
their average tax rate on these benefits in their State of residence is 
higher than the current rate of source-State withholding tax. It is 
only for future years, however, that such high-income recipients of 
benefits will be subject to a higher rate of tax. No one will be :sub- 
ject to a higher rate of tax for the retroactive period. If, as a result of 
the change, the residence-State tax would exceed the amount of the 
refund otherwise due, there will be neither a refund of source-State 
tax nor the imposition of additional residence-State tax. 


Subparagraphs (b)(i) and (ii) provide rules that determine how the 
retroactive effect of the Protocol will generaliy be implemented for 
the year in which the Protocol enters into effect. As discussed be- 
low, these rules are required as a result of administrative limitations 
on the ability of the relevant Government organizations to effect the 
payment of refunds. Withholding taxes imposed by the United 
States on cross-border social security benefits are collected and ad- 
ministered by the Social Security Administration (SSA), not the In- 
ternal Revenue Service (IRS). However, any refunds of withholding 
tax improperly collected on social security benefits are ordinarily 
paid by the IRS. If the Protocol enters into force prior to September 
1 of a calendar year, it is possible for the SSA to pay refunds of the 
tax withheld for the entire year directly to the individual Canadian 
recipient. If the Protocol enters into force after August 31 of a cal- 
endar year, it will not be possible for SSA to pay refunds of tax 
withheld for that year and refunds must be paid through the IRS. 


Paragraphs 3, 4 and 5 of Article 3 establish administrative proce- 
dures to govern the payment of refunds through the IRS, including 
rules to ensure that benefits will not be subject to a higher rate of 
tax in the residence State for the retroactive period. The taxes with- 
held on social security benefits paid for years after 1995 and prior to 
the calendar year in which the Protocol enters into force (referred to 
in the Protocol as “source-taxed benefits”) will be subject to the re- 
fund procedures set forth in paragraphs 3, 4, and 5, regardless of 
when the Protocol enters into force. Social security benefits paid for 
calendar years beginning after the Protocol enters into force will not 
be subject to the refund procedures set forth in paragraphs 3, 4, and 
5 because source State tax will not be withheld. 


If the Protocol enters into force after August 31 of a calendar year, 
subparagraph (b)(i) provides that social security benefits paid dur- 
ing such calendar year will be treated as benefits paid for calendar 
years ending before the year in which the Protocol enters into force 
(and thus will be treated as “source-taxed benefits’). In this case, 
the taxes withheld on these benefits will be subject to the refund 
procedures set forth in paragraphs 3, 4, and.5 of Article 3 and these 
benefits will not be subject to a higher rate of residence-State tax. If 
the Protocol enters into force before September | of a calendar year, 
subparagraph (b)(ii) provides that social security benefits paid dur- 
ing such calendar year will be treated as benefits paid for calendar 
years beginning after the year in which the Protocol enters into 
force. In this case, the taxes withheld on these benefits will be di- 
rectly and automatically refunded by the source State and the poten- 
tially higher rate of residence-State tax will apply. 


Paragraph 3 


Paragraph 3 of Article 3 of the Protocol provides rules governing 
the payment of refunds of source-State tax with respect to “source- 
taxed benefits.” In general, all applications for refund must be made 
to the competent authority of the source State within three years of 
entry into force of the Protocol. 
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Except as set forth in subparagraph (b) of paragraph 2, the retroac- 
tive effect of the Protocol is elective and applies only if a recipient 
of benefits applies for a refund of the tax paid or withheld. Conse- 
quently, if a recipient of benefits does not apply for a refund of the 
tax paid or withheld, the Protocol will not be given retroactive ef- 
fect, except as set forth in subparagraph (b) of paragraph 2. If the 
residence-State tax that would be imposed on such source-taxed 
benefits is greater than the source-State tax imposed on such bene- 
fits, it is assumed that the recipient will not apply for a refund of the 
source-State tax and such benefits will not be subject to the retroac- 
tive effect of the Protocol. Because the application for refund may 
be made ona year-by-year basis, the recipient may elect the most 
beneficial treatment for each year. Therefore, social security bene- 
fits will not be subject to a higher rate of tax for the retroactive 
period, except as set forth in subparagraph (b) of paragraph 2. 


The refund procedure depends on the recipient's State of residence. 
In the case of U.S. residents who received Canadian social security 
benefits that were subject to Canadian tax, a U.S. resident who 
elects to have the Protocol apply retroactively will apply directly to 
the Canadian competent ‘authority for the refund of any Canadian 
tax not previously refunded. On the receipt of such refund, the Ca- 
nadian social security benefits will be includible in the U.S. resi- 
dent’s gross income for the years with respect to which the refund 
was paid. Consequently, the U.S. recipient. may be required ‘to file 
an amended U.S. income tax return for such years and pay USS. tax 
on such benefits. Pursuant to Article XX VII (Exchange of Informa- 
tion) of the Convention, the Canadian competent authority will pro- 
vide the U.S. competent authority with information regarding the 
payment of refunds. 


In the case of Canadian residents who received U.S. social security 
benefits, the Canadian competent authority shall be the only person 
entitled to apply for a refund of the U.S. taxes withheld on such 
benefits. Individual residents of Canada will not apply directly to 
the IRS for refunds. However, the Canadian competent authority 
may base its applications on information received from individual 
Canadians, as well as on information to be provided by the United 
State competent authority. The Protocol provides that the Canadian 
competent authority shall apply for and receive all such refunds on 
behalf of individual residents of Canada and shall remit such re- 
funds to individual residents of Canada after deducting any addi- 
tional Canadian tax that may imposed as a result of such social se- 
curity benefits being subject to tax in Canada. The Canadian 
competent authority shall make such application for refund on be- 
half of an individual resident of Canada only if the additional Cana- 
dian tax that would be imposed is less than the amount of the U.S. 
tax to be refunded. If, with respect to an individual resident of Can- 
ada, the additional Canadian tax that would be imposed on the indi- 
vidual’s social security benefits is equal to or greater than the U.S. 
tax withheld, the Canadian competent authority shall not apply for a 
refund of the U.S. tax withheld on the individual's benefits. This 
provision ensures that refunds of U.S. tax will be paid only when 
the refund will benefit an individual resident of Canada. A refund of 
U.S. tax will not be paid if it would simply result in a payment from 
the U.S. Treasury to the Government of Canada without any portion 
of the refund being paid to an individual resident of Canada. 


Paragraph 4 


Paragraph 4 provides that all taxes refunded as a result of the Proto- 
col will be refunded without interest. Correspondingly, any addi- 
tional taxes assessed as a result of the Protocol will be assessed 
without interest provided that the additional taxes are paid in a 
timely manner. However, interest and penalties on underpayments 
may be assessed for periods beginning after December 31 of the 
year following the year in which the Protocol enters into force. 


Paragraph 5 


Paragraph 5 provides that the competent authorities shall establish 
procedures for making or revoking the application for refund pro- 
vided for in paragraph 3 and such other procedures as are necessary 
to ensure the appropriate implementation of the Protocol. It will be 
necessary to establish procedures for a taxpayer to revoke his appli- 
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cation for refund because a taxpayer may apply for a refund and 
then determine that the residence-State tax imposed on his social 
security benefits pursuant to Article 2 of the Protocol exceeds the 
amount of source-State tax refunded. Such a taxpayer (or, in the 
case of a Canadian resident, the Canadian competent authority act- 
ing on behalf of such taxpayer) will be permitted to revoke his ap- 
plication for refund provided that the taxpayer returns the source- 
State refund and the three-year period established in paragraph 3 
has not expired as of the date on which the revocation is filed. The 
competent authorities will also establish procedures to ensure that 
duplicate refunds are not paid. 


Technical Explanation [1995 Protocol]: 


Paragraph 2 of Article 9 of the Protocol amends paragraph 5 of Ar- 
ticle XVIII to modify the treatment of social security benefits under 
the Convention. Under the amended paragraph, benefits paid under 
the U.S. or Canadian social security legislation to a resident of the 
other Contracting State, or, in the case of Canadian benefits, to a 
U.S. citizen, are taxable exclusively, in the paying State. This 
amendment brings the Convention into line with current U.S. treaty 
policy. Social security benefits are defined, for this purpose, to in- 
clude tier 1 railroad retirement benefits but not unemployment bene- 
fits (which therefore fall under Article XXII (Other Income) of the 
Convention). Pensions in respect of government service are covered 
not by this rule but by the rules of paragraphs | and 2 of Article 
XVII. 


The special rule regarding U.S, citizens is intended to clarify. that 
only Canada, and not the United States, may tax a social security 
payment by Canada to a U.S. citizen not resident in the United 
States. This is consistent with the intention of the general rule, 
which is to give each Contracting State exclusive taxing jurisdiction 
over its social security payments. Since paragraph 5 is an exception 
to the saving clause, Canada will retain exclusive taxing jurisdiction 
over Canadian social security benefits paid to U.S. residents and cit- 
izens, and vice versa. It was not necessary to provide a special rule 
to clarify the taxation of U.S. social security payments to Canadian 
Citizens, because Canada does not tax on the basis of citizenship 
and, therefore, does not include citizens within the scope of its sav- 
ing clause. 


Technical Explanation [1984]: 


Paragraph 5, as amended by the 1984 Protocol, provides that bene- 
fits under social security legislation in Canada or the United States 
paid to a resident of the other Contracting State are taxable only in 
the State in which the recipient is resident. However, the State of 
residence must exempt from taxation one-half of the total amount of 
such benefits paid in a taxable year. Thus, if U.S. social security 
benefits are paid to a resident of Canada, the United States will ex- 
empt such benefits from tax and Canada will exempt one-half of the 
benefits from taxation. The exemption of one-half of the benefits in 
the State of residence is an exception to the saving clause under 
subparagraph 3(a) of Article XXIX (Miscellaneous Rules). The 
United States will not exempt U.S. social security benefits from tax 
if the Canadian resident receiving such benefits is a U.S. citizen. Ifa 
U.S. citizen and resident receives Canadian social security benefits, 
Canada will not tax such benefits and the United States will exempt 
from tax one-half of the total amount of such benefits. The United 
States will also exempt one-half of Canadian social security benefits 
from tax if the recipient is a U.S. citizen who is a resident of Can- 
ada, under paragraph 7 of Article XXIX. Paragraph 5 encompasses 
benefits paid under social security legislation of a political subdivi- 
sion, such as a province of Canada. 


6. Alimony and other similar amounts (including 
child support payments) arising in a Contracting 
State and paid to a resident of the other Contracting 
State shall be taxable as follows: 


(a) such amounts shall be taxable only in that 
other State; 
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(b) notwithstanding the provisions of subpara- 
graph (a), the amount that would be excluded 
from taxable income in the first-mentioned State 
if the recipient were a resident thereof shall be 
exempt from taxation in that other State. 


History: Para. 6 amended by 1983 Protocol, article IX, para. 3. 
Technical Explanation [1984]: 


Paragraph 6(a) provides that only the State of which a person is res- 
ident has the right to tax alimony and other similar amounts (includ- 
ing child support payments) arising in the other Contracting State 
and paid to such person. However, under paragraph 6(b), the state 
of residence shall exempt from taxation the amount that would be 
excluded from taxable income in the State of source if the recipient 
were a resident thereof. Thus, if child support payments are made 
by a US. resident to a resident of Canada, Canada shall exempt 
from tax the amount of such payments which would be excluded 
from taxable income under section 71(b) of the Internal Revenue 
Code. Paragraph 6 does not define the term “alimony”; the term is 
defined pursuant to the provisions of paragraph 2 of Article III 
(General Definitions). 


Article XVII does not provide rules to determine the State in which 
pensions, annuities, alimony, and other similar amounts arise. The 
provisions of paragraph 2 of Article III are used to determine where 
such amounts arise for purposes of determining whether a Con- 
tracting State has the right to tax such amounts. 


Paragraphs 1, 3, 4, 5(b) and 6(b) of Article XVIII are, by reason of 
paragraph 3(a) of Article XXIX (Miscellaneous Rules), exceptions 
to the “saving clause.” Thus, the rules in those paragraphs change 
U.S. taxation of U.S. citizens and residents. 


7. A natural person who is a citizen or resident of a 
Contracting State and a beneficiary of a trust, com- 
pany, organization or other arrangement that is a res- 
ident of the other Contracting State, generally ex- 
empt from income taxation in that other State and 
operated exclusively to provide pension, retirement 
or employee benefits may elect to defer taxation in 
the first-mentioned State, under rules established by 
the competent authority of that State, with respect to 
any income accrued in the plan but not distributed by 
the plan, until such time as and to the extent that a 
distribution is made from the plan or any plan substi- 
tuted therefor. 


History: Para. 7 added by 1995 Protocol, article 9(3), generally ef- 
fective for taxation years beginning on or after January 1, 1996 (see 
Art. 21(2)(a) under “Application of the 1995 Protocol” above). 


Technical Explanation [1995 Protocol]: 


A new paragraph 7 is added to Article XVIII by Article 9 of the 
Protocol. This paragraph replaces paragraph 5 of Article XXIX 
(Miscellaneous Rules) of the present Convention. The new para- 
graph makes reciprocal the rule that it replaced and expands its 
scope, so that it no longer applies only to residents and citizens of 
the United States who are beneficiaries of Canadian RRSPs. As 
amended, paragraph 7 applies to an individual who is a citizen or 
resident of a Contracting State and a beneficiary of a trust, com- 
pany, organization, or other arrangement that is a resident of the 
other Contracting State and that is both generally exempt from in- 
come taxation in its State of residence and operated exclusively to 
provide pension, retirement, or employee benefits: Under this rule, 
the beneficiary may elect to defer taxation in his State of residence 
on income accrued in the plan until it is distributed or rolled over 
into another plan. The new rule also broadens the types of arrange- 
ments covered by this paragraph in a manner consistent with other 
pension-related provisions of the Protocol. 


Canada—U.S. Tax Convention 


Interpretation Bulletins: IT-122R2: United States social security 
taxes and benefits. 


Article XIX — Government Service 


Remuneration, other than a pension, paid by a Con- 
tracting State or a political subdivision or local au- 
thority thereof to a citizen of that State in respect of 
services rendered in the discharge of functions of a 
governmental nature shall be taxable only in that 
State. However, the provisions of Article XIV (Inde- 
pendent Personal Services), XV (Dependent Per- 
sonal Services) or XVI (Artistes and Athletes), as the 
case may be, shall apply, and the preceding sentence 
shall not apply, to remuneration paid in respect of 
services rendered in connection with a trade or busi- 
ness carried on by a Contracting State or a political 
subdivision or local authority thereof. 


Related Provisions: Art. XXVIII — Diplomatic agents and con- 
sular officials. 


Technical Explanation [1984]: 


Article XIX provides that-remuneration, other than a pension, paid 
by a Contracting State or political subdivision or local authority 
thereof to a citizen of that State in respect of services rendered in 
the discharge of governmental functions shall be taxable only in that 
State. (Pursuant to paragraph 5 of Article IV (Residence), other in- 
come of such a citizen may also be exempt from tax, or subject to 
reduced rates of tax, in the State in which he is performing services, 
in accordance with other provisions of the Convention.) However, if 
the services are rendered in connection with a trade or business, 
then the provisions of Article XIV (Independent Personal Services), 
Article XV (Dependent Personal Services), or Article XVI (Artistes 
and Athletes), as the case may be, are controlling. Whether func- 
tions are of a governmental nature may be determined by a compari- 
son with the concept of a governmental function in the State in 
which the income arises. 


Pursuant to paragraph 3(a) of Article XXIX (Miscellaneous Rules), 
Article XIX is an exception to the “saving clause.” As a result, a 
U.S. citizen resident in Canada and performing services in Canada 
in the discharge of functions of a governmental nature for the 
United States is taxable only in the United States on remuneration 
for such services. 


This provision differs from the rules of Article VI of the 1942 Con- 
vention. For example, Article XIX allows the United States to im- 
pose tax on a person other than a citizen of Canada who earns remu- 
neration paid by Canada in respect of services rendered in the 
discharge of governmental functions in the United States. (Such a 
person may, however, be entitled to an exemption from U.S. tax as 
provided in Code section 893.) Also, under the provisions of Article 
XIX Canada will not impose tax on amounts paid by the United 
States in respect of services rendered in the discharge of govern- 
mental functions to a U.S. citizen who is ordinarily resident in Can- 
ada for purposes other than rendering governmental services. Under 
paragraph 1 of Article VI of the 1942 Convention, such amounts 
would be taxable by Canada. 


Article XX — Students 


Payments which a student, apprentice or business 
trainee, who is or was immediately before visiting a 
Contracting State a resident of the other Contracting 
State, and who is present in the first-mentioned State 
for the purpose of his full-time education or training, 
receives for the purpose of his maintenance, educa- 
tion or training shall not be taxed in that State pro- 
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vided that such payments are made to. him from 
outside that State. 


Technical Explanation [1984]: 


Article XX provides that a student, apprentice, or business trainee 
temporarily present in a Contracting State for the purpose of his 
full-time education or training is exempt from tax in that State with 
respect to amounts received from outside that State for the purpose 
of his maintenance, education, or training, if the individual is or was 
a resident of the other Contracting State immediately before visiting 
the first-mentioned State. There is no limitation on the numberof 
years or the amount of income to which the exemption applies. 


The Convention does not contain provisions relating specifically to 
professors and teachers. Teachers are treated under the Convention 
pursuant to the rules established in Articles XIV (Independent Per- 
sonal Services) and XV (Dependent Personal Services), in the same 
manner as other persons performing services. In Article Vill A of 
the 1942 Convention there is a 2-year exemption in the Contracting 
State of source in the case of a professor or teacher who is a resident 
of the other Contracting State. 


Article XXI| — Exempt Organizations 


1. Subject to the provisions of paragraph 3, income 
derived by a religious, scientific, literary, educa- 
tional or charitable organization shall be exempt 
from tax in a Contracting State if it is resident in the 
other Contracting State but only to the extent that 
such income is exempt from tax in that other State. 


Technical Explanation [1984]: 


Paragraph | provides that a religious, scientific, literary, educa- 
tional, or charitable. organization resident in a Contracting State 
shall be exempt from tax on income arising in the other Contracting 
State but only to the extent that such income is exempt from taxa- 


tion in the Contracting State in which the organization is resident. 
Since this paragraph, and the remainder of Article XXI, deal with 
entities that are not normally taxable, the test of “resident in” is in- 
tended to be similar — but cannot be identical — to the one out- 
lined in paragraph 1 of Article IV (Residence). Paragraph. 3, pro- 
vides that paragraph 1 does not exempt from tax income of.a trust, 
company, or other organization from carrying on a trade or busi- 
ness, or income from a “related person” other than a person referred 
to in paragraph 1 or 2. 


2. Subject to the provisions of paragraph 3, income 
referred to in Articles X (Dividends) and XI (Inter- 
est) derived by: 


(a) a trust, company, organization or other. ar- 
rangement that is a resident of a Contracting 
State, generally exempt from income taxation in a 
taxable year in that State and operated exclu- 
sively to administer or provide pension, retire- 
ment or employee benefits; or 


(b) a trust, company, organization: or other ar- 
rangement that is a resident of a Contracting 
State, generally exempt from income taxation in a 
taxable year in that State and operated exclu- 
sively to earn income for the benefit of an organi- 
zation referred to in subparagraph (a); 


shall be exempt from income taxation in that taxable 
year in the other Contracting State. 


History: Para. 2 amended by 1995 Protocol, article 10(1), generally 
effective for taxation years beginning on or after January 1, 1996 


Art. XXI 


(see Art. 21(2) under “Application of the 1995 Protocol” above). 
Para. 2 formerly read: 


2. Subject to the provisions of paragraph 3, income referred 
to in Articles X (Dividends) and XT (Interest) derived by: 


(a) a trust, company or other organization which is resi- 
dent in a Contracting State, generally exempt from tax in 
a taxable year in that State and constituted and operated 
exclusively to administer or provide benefits under one 
or more funds or plans established to provide pension, re- 
tirement or other employee benefits; or 


(b) a trust, company or other organization which is resi- 
dent in a Contracting State, rot taxed in a taxable year in 

“that State and constituted and operated exclusively to 
earn income for the benefit of.an organization referred to. 
in subparagraph (a); 


shall be exempt from tax in, that taxable year in, the. other 
Contracting State. . 


- Para. 2 amended by 1983 Protocol, article X. 


Technical ‘Explanation [1995 Protocol]: 


Article 10 of the Protocol amends Article XXI (Exempt Organiza- 
tions) of the Convention. Paragraph’ 1 of Article 10 amends 

paragraphs 2 and-3 of Article XXII. The most significant changes are 
those that conform the language of the two paragraphs to the revised 
definition. of the term. “pension” in paragraph 3 of Article XVUI 
(Pensions and Annuities), The revision adds the term “arrangement” 
to “trust, company or organization” in describing the residents of a 
Contracting State that may receive dividend and interest imcome ex- 
empt from current income taxation by the other Contracting State. 
This clarifies that IRAs, for example, are eligible for the benefits of 


- paragraph 2, subject to the exception im paragraph 3, and makes Ca- 


nadian RRSPs and RRIFs, for example, similarly eligible (provided 
that they are operated exclusively to administer or provide pension, 
retirement, or employee benefits). 


The other changes, all in paragraph:2, are intended to: improve and 
clarify the language. For example, the reference to “tax”. in the pre- 
sent Convention is changed to a reference to “income taxation.” 
This is intended. to clarify that. if an otherwise exempt organization 
is subject to an excise tax, for example, it will not lose the benefits 
of this'paragraph. In subparagraph 2(b), the phrase “not taxed in a 
taxable year” was changed to “generally exempt from income taxa- 
tion in a taxable year” to ensure uniformity throughout the Conven- 
tion; this change was. not intended to disqualify a trust or other ar- 
rangement that qualifies for the exemption under the wording of the 
present Convention. 


Technical Explanation [1984]: 


Paragraph 2 provides that a trust, company, or other organization 
that is resident in a Contracting State and constituted and operated 
exclusively to administer or provide-employee benefits or benefits 
for the self-employed under one or more funds or plans established 
to provide pension or retirement benefits or other employee benefits 
is exempt from taxation on dividend and interest income arising in 
the other Contracting State, in a taxable year, if the income of such 
organization is generally exempt from taxation for that year in the 
Contracting State in which it is resident. In addition, a trust, com- 
pany, or other organization resident in a Contracting State and not 
taxed in a taxable year in that State shall be exempt from taxation in 
the other State in that year on dividend and interest income arising 
in that other State if it is constituted and operated exclusively to 
earn income for the benefit of an organization described in the pre- 
ceding sentence. Pursuant to paragraph 3 the exemption at source 
provided by paragraph 2 does not apply to dividends or interest 
from carrying on a trade or business or from a “related person,” 
other than a person referred to in paragraph | or 2, The term “re- 
lated person” is not necessarily defined by paragraph 2 of Article IX 
(Related Persons). 
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3. The provisions of paragraphs 1 and 2 shall not ap- 
ply with respect to the income of a trust, company, 
organization or other arrangement from carrying on 
a trade or business or from a related person other 
than a person referred to in paragraph 1 or 2. 
History: Para. 3 amended by 1995 Protocol, article 10(1), generally 
effective for taxation years beginning on or after January 1, 1996 
(see Art. 21(2) under “Application of the 1995 Protocol” above). 
Para. 3 formerly read: 


3. The provisions of paragraphs | and 2 shall not apply with 
respect to the income of a trust, company or other organiza- 
tion from carrying on a trade or business or from a related 
person other than a person referred to in paragraph | or 2. 


Technical Explanation [1995 Protocol]: 
See under para. 2. 
Technical Explanation [1984]: 


See under para. 1. 


4. A religious, scientific, literary, educational or 
charitable organization which is resident in Canada 
and which has received substantially all of its sup- 
port from persons other than citizens or residents of 
the United States shall be exempt in the United 
States from the United States excise taxes imposed 
with respect to private foundations. 


Technical Explanation [1984]: 


Paragraph 4 provides an exemption from U.S. excise taxes on pri- 
vate foundations in the case of a religious, scientific, literary, educa- 
tional, or charitable organization which is resident in Canada but 
only if such organization has received substantially all of its support 
from persons other than citizens or residents of the United States. 


5. For the purposes of United States taxation, contri- 
butions by a citizen or resident of the United States 
to an organization which is resident in Canada, 
which is generally exempt from Canadian tax and 
which could qualify in the United States to receive 
deductible contributions. if it were resident in the 
United States shall be treated as charitable contribu- 
tions; however, such contributions (other than such 
contributions to a college or university at which the 
citizen or resident or a member of his family is or 
was enrolled) shall not be deductible in any taxable 
year to the extent that they exceed an amount deter- 
mined by applying the percentage limitations of the 
laws of the United States in respect of the deductibil- 
ity of charitable contributions to the income of such 
citizen or resident arising in Canada. The preceding 
sentence shall not be interpreted to allow in any tax- 
able year deductions for charitable contributions in 
excess of the amount allowed under the percentage 
limitations of the laws of the United States in respect 
of the deductibility of charitable contributions. For 
the purposes of this paragraph, a company that is a 
resident of Canada and that is taxable in the United 
States as if it were a resident of the United States 
shall be deemed to be a resident of the United States. 
History: The last sentence of para. 5 added by 1995 Protocol, arti- 
cle 10(2), generally effective for taxation years beginning on or af- 


ter January 1, 1996 (see Art. 21(2) under “Application of the 1995 
Protocol” above). 


Canada—U.S. Tax Convention 


Technical Explanation [1995 Protocol]: 


Paragraph 2 of Article 10 adds a sentence to paragraph 5 of Article 
XXI of the Convention. The paragraph in the present Convention 
provides that a U.S. citizen or resident may deduct, for U.S. income 
tax purposes, contributions made to Canadian charities under certain 
circumstances. The added sentence makes clear that the benefits of 
the paragraph are available to a company that is a resident of Can- 
ada but is treated by the United States as a domestic corporation 
under the consolidated return rules of section 1504(d) of the /nter- 
nal Revenue Code. Thus, such a company will be able to deduct, for 
U.S. income tax purposes, contributions to Canadian charities that 
are deductible to a U.S. resident under the provisions of the 
paragraph. ) 


Technical Explanation [1984]: 


Paragraph 5 provides that contributions by a citizen or resident of 
the United States to.an organization which is resident in Canada and 
is generally exempt from Canadian tax are treated as charitable con- 
tributions, but only if the organization could qualify in the United 
States to receive deductible contributions if it were resident in (i.e., 
organized in) the United States. Paragraph 5 generally limits the 
amount of contributions made deductible by the Convention to the 
income of the U.S. citizen or resident arising in Canada, as deter- 
mined under the Convention. In the case of contributions to a col- 
lege or university at which the U.S. citizen or resident or a member 
of his family is or was enrolled, the special limitation to income 
arising in Canada is not required. The percentage limitations of 
Code section 170 in respect of the deductibility of charitable contri- 
butions apply. after the limitations established by the Convention. 
Any amounts treated as charitable contributions by paragraph 5 
which are in excess of amounts deductible in a taxable year pursu- 
ant to paragraph 5 may be carried over and deducted in subsequent 
taxable years, subject to the limitations of paragraph 5. 


6. For the purposes of Canadian taxation, gifts by a 
resident of Canada to an organization that is a resi- 
dent of the United States, that is generally exempt 
from United States tax and that could qualify in Can- 
ada as a registered charity if it were a resident of 
Canada and created or established in Canada, shall 
be treated as gifts to a registered charity; however, 
no relief from taxation shall be available in any taxa- 
tion year with respect to such gifts (other than such 
gifts to a college or university at which the resident 
or a member of the resident’s family is or was en- 
rolled) to the extent that such relief would exceed the 
amount of relief that would be available under the 
Income Tax Act if the only income of the resident for 
that year were the resident’s income arising in the 
United States. The preceding sentence shall not be 
interpreted to allow in any taxation year relief from 
taxation for gifts to registered charities in excess of 
the amount of relief allowed under the percentage 
limitations of the laws of Canada in respect of relief 
for gifts to registered charities. 


Related Provisions: ITA 118.1(9) —Commuter’s charitable 
donations. 


History: Para. 6 amended by 1995 Protocol, article 10(3), generally 
effective for taxation years beginning on or after January 1, 1996 
(see Art. 21(2) under “Application of the 1995 Protocol”. above). 
Para. 6 formerly read: 


6. For the purposes of Canadian taxation, gifts by a resident 
of Canada to an organization which is resident in the United 
States, which is generally exempt from United States tax and 
which could qualify in Canada to receive deductible gifts if it 
were created or established and resident in Canada shall be 


2638 


Art. XXII — Other Income 


treated as gifts to a registered charity; however, such gifts 
(other than such gifts to a college or university at which the 
resident or a member of his family is or was enrolled) shall 
not be deductible in any taxable year to the extent that they 
exceed an amount determined by applying the percentage 
limitations of the laws of Canada in respect of the deductibil- 
ity of gifts to registered charities to the income of such resi- 
dent arising in the United States. The preceding sentence 
shall not be interpreted to allow in any taxable year deduc- 
tions for gifts to registered charities in excess of the amount 
allowed under the percentage limitations of the laws of Can- 
ada in respect of the deductibility of gifts to registered 
charities. 


Technical Explanation [1995 Protocol]: 


Paragraph 3 of Article 10 amends paragraph 6 of Article XXI of the 
Convention to replace references to “deductions” for Canadian. tax 
purposes with references to “relief” from tax. These changes clarify 
that the provisions of paragraph 6 apply to the credit for charitable 
contributions allowed under current Canadian law. The Protocol 
also makes other non-substantive drafting changes to paragraph 6. 


Technical Explanation [1984]: 


Paragraph 6 provides rules for purposes of Canadian taxation with 
respect to the deductibility of gifts to a U.S. resident organization by 
a resident of Canada. The rules of paragraph 6 parallel the rules of 
paragraph 5. The current limitations in Canadian law provide that 
deductions for gifts to charitable organizations may not exceed 20 
percent of income. Excess deductions may be carried forward for 
one year. 


The term “family” used in paragraphs 5 and 6 is defined in para- 
graph 2 of the Exchange of Notes accompanying the Convention to 
mean an individual’s brothers and sisters (whether by whole or half- 
blood, or by adoption), spouse, ancestors, lineal descendants, and 
adopted descendants. Paragraph 2 of the Exchange of Notes also 
provides that the competent authorities of Canada and the United 
States will review procedures and requirements for organizations to 
establish their exempt status under paragraph 1 of Article XXI or as 
an eligible recipient of charitable contributions or gifts under 
paragraphs 5 and 6 of Article XXI. It is contemplated that such re- 
view will lead to the avoidance of duplicative administrative efforts 
in determining such status and eligibility. 

The provisions of paragraph 5 and 6 generally parallel the rules of 
Article XIII D of the 1942 Convention. However, paragraphs 5 and 
6 permit greater deductions for certain contributions to colleges and 
universities than do the provisions of the 1942 Convention. 


Information Circulars: 77-16R4: Non-resident income tax. 


Forms: NR602: Non-resident ownership certificate — no with- 
holding tax. 


Article XXII — Other Income 


1. Items of income of a resident of a Contracting 
State, wherever arising, not dealt with in the forego- 
ing Articles of this Convention shall be taxable only 
in that State, except that if such income arises in the 
other Contracting State it may also be taxed in that 
other State. 


Technical Explanation [1984]: 


Paragraph | provides that a Contracting State of which a person is a 
resident has the sole right to tax items of income, wherever arising, 
if such income is not dealt with in the prior Articles of the Conven- 
tion. If such income arises in the other Contracting State, however, 
it may also be taxed in that State. The determination of where in- 
come arises for this purpose is made under the domestic laws of the 
respective Contracting States unless the Convention specifies where 
the income arises (e.g., paragraph 6 of Article XI (Interest)) for pur- 


Art. XXII 


poses of determining the right to tax, in which case the provisions of 
the Convention control. 


2. To the extent that income distributed by an estate 
or trust is subject to the provisions of paragraph 1, 
then, notwithstanding such provisions, income dis- 
tributed by an estate or trust which is a resident of a 
Contracting State to a resident of the other Con- 
tracting State who is a beneficiary of the estate or 
trust may be taxed in the first-mentioned State and 
according to the laws of that State, but the tax so 
charged shall not exceed 15 per cent of the gross 
amount of the income; provided, however, that such 
income shall be exempt from tax in the first-men- 
tioned State to the extent of any amount distributed 
out of income arising outside that State. 


Technicai Explanation [1984]: 


Paragraph 2 provides that to the extent that income distributed by an 
estate or trust resident in one Contracting State is deemed under the 
domestic law of that State to be a separate type of income “arising” 
within that State, such income distributed to a beneficiary resident 
in the other Contracting State may be taxed in the State of source at 
a maximum rate of 15 percent of the gross amount of such distribu- 
tion. Such a distribution will, however, be exempt from tax in the 
State of source to the extent that the income distributed by the estate 
or trust was derived by the estate or trust from sources outside that 
State. Thus, in a case where the law of Canada treats a distribution 
made by a trust resident in Canada as a separate type of income 
arising in Canada, Canadian tax is limited by paragraph 2 to 15 per- 
cent of the gross amount distributed to a U.S. resident beneficiary. 
Although the Code imposes a tax on certain domestic trusts (e.g., 
accumulation trusts) and such trusts are residents of the United 
States for purposes of Article IV (Residence) and paragraph 2 of 
Article XXII, paragraph 2 does not apply to distributions by such 
trusts because, pursuant to Code sections 667(e) and 662(b), these 
distributions have the same character in the hands of a non-resident 
beneficiary as they do in the hands of the trust. Thus, a distribution 
by a domestic accumulation trust is not a separate type of income 
for U.S. purposes. The taxation of such a distribution in the United 
States is governed by the distribution’s character, the provisions of 
the Code and the provisions of the Convention other than the provi- 
sion in paragraph 2 limiting the tax at source to 15 percent. 


3. Losses incurred by a resident of a Contracting 
State with respect to wagering transactions the gains 
on which may be taxed in the other Contracting State 
shall, for the purpose of taxation in that other State, 
be deductible to the same extent that such losses 
would be deductible if they were incurred by a resi- 
dent of that other State. 


History: Para. 3 added by 1995 Protocol, article 11, generally ef- 
fective for taxation years beginning on or after January 1, 1996 (see 
Art. 21(2) under “Application of the 1995 Protocol” above). 


Technical Explanation [1995 Protocol]: 


Article 11 of the Protocol adds a new paragraph 3 to Article XXII 
(Other Income) of the Convention. This Article entitles residents of 
one Contracting State who are taxable by the other State on gains 
from wagering transactions to deduct losses from wagering transac- 
tions for the purposes of taxation in that other State. However, 
losses are to be deductible only to the extent that they are incurred 
with respect to wagering transactions, the gains on which could be 
taxable in the other State, and only to the extent that such losses 
would be deductible if incurred by a resident of that other State. 


This Article does not affect the collection of tax by a Contracting 
State. Thus, in the case of a resident of Canada, this Article does not 
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affect, for example, the imposition of U.S. withholding taxes under 
section 1441 or section 1442 of the Internal Revenue Code on the 
gross amount of gains from wagering transactions. However, in 
computing its U.S. income tax liability on net income for the taxa- 
ble year concerned, the Canadian resident may reduce its gains from 
wagering transactions subject to taxation in the United States by any 
wagering losses incurred on such transactions, to the extent that 
those losses are deductible under the provisions of new paragraph 3. 
Under U.S. domestic law, the deduction of wagering losses is gov- 
erned by section 165 of the Internal Revenue Code. It is intended 
that the resident of Canada file a nonresident income tax return in 
order to substantiate the deduction for losses and to claim a refund 
of any overpayment of U.S. taxes collected by withholding. 
Interpretation Bulletins: IT-465R: Non-resident beneficiaries of 
trusts. iii 


Article XXIII — Capital 


1. Capital represented by real property, owned by a 
resident of a Contracting State and situated in the 
other Contracting State, may be taxed in that other 
State. 


Related Provisions: Income Tax Conventions Interpretation Act 
5 — Definition of “immovable property” and “real property”. 


Technical Explanation [1984]: 


Although neither Canada nor the United States currently has na- 
tional taxes on capital, Article XXIII provides rules for the eventu- 
ality that such taxes might be enacted in the future. Paragraph 1 pro- 
vides that capital represented by real property (as defined in 
paragraph 2 of Article VI (Income From Real Property)) owned by 
a resident of a Contracting State and situated in the other Con- 
tracting State may be taxed in that other State. 


2. Capital represented by personal property forming 
part of the business. property of a permanent estab- 
lishment which a resident of a Contracting State has 
in the other Contracting State, or by personal prop- 
erty pertaining to a fixed base available toa resident 
of a Contracting State in the other Contracting State 
for the purpose of performing independent personal 
services, may be taxed in that other State. 


Technical Explanation [1984]: 


Paragraph 2 provides that capital represented by either personal 
property forming part of the business property of a permanent estab- 
lishment or personal property pertaining to a fixed base in a Con- 
tracting. State may be taxed in that State. 


3. Capital represented by ships and aircraft operated 
by a resident of a Contracting State in international 
traffic, and by personal property pertaining to the op- 
eration of such ships and aircraft, shall. be taxable 
only in that State. 


Related Provisions: Art. I[I:1(h) — Meaning of “international 
traffic”. 


Technical Explanation [1984]: 


Paragraph 3 provides that capital represented by ships and aircraft 
operated by a resident of a Contracting State in international traffic 
and by personal property pertaining to the operation of such ships 
and aircraft are taxable only in the Contracting State of residence. 


4. All other elements of capital of a resident of a 
Contracting State shall be taxable only in that State. 


Canada—U.S. Tax Convention 


Technical Explanation [1984]: 


Paragraph 4 provides that all elements of capital other than those 
covered by paragraphs 1, 2, and 3 are taxable only in the Con- 
tracting State of residence. Thus, capital represented by motor vehi- 
cles or railway cars, not pertaining to a permanent establishment or 
fixed base in a Contracting State, would be taxable only in the Con- 
tracting State of which the taxpayer is a resident. 


Article XXIV — Elimination of Double 
Taxation 


1. In the case of the United States, subject to the pro- 
visions of paragraphs 4, 5 and 6, double taxation 


shall be avoided as follows: In accordance with the 


provisions and subject to the limitations of the law of 
the United States (as it may be amended from time to 
time without changing the general principle hereof), 
the United States shall allow to a citizen or resident 
of the United States, or to a company electing to be 
treated as a domestic corporation, as a credit against 
the United States tax on income the appropriate 
amount of income tax paid or accrued to Canada; 
and, in the case of a company which is a resident of 
the United States owning at least 10 per cent of the 
voting stock of a company which is a resident of 
Canada from which it receives dividends in any taxa- 
ble year, the United States shall allow as a credit 
against the United States tax on income the appropri- 
ate amount of income tax paid or accrued to Canada 
by that company with respect to the profits out of 
which such dividends are paid. 


History: Para. 1 amended by 1983 Protocol, article XI, para. 1. 
Technical Explanation [1984]: 


Paragraph | provides the general rules that will apply under the 
Convention with respect to foreign tax credits for Canadian taxes: 
paid or accrued. The United States undertakes to allow to a citizen 
or resident of the United States, or to a company electing under 
Code section 1504(d) to be treated as a domestic corporation, a 
credit against the Federal income taxes imposed by the Code for the 
appropriate amount of income tax paid or accrued to Canada. In the 
case of a company which is a resident of the United States owning 
10 percent or more of the voting stock of a company which is a 
resident of Canada (which for this purpose does not include a com- 
pany electing under Code section 1504(d) to be treated as a domes- 
tic corporation), and from which it receives dividends in a taxable 
year, the United States shall allow as a credit against income taxes 
imposed by the Code the appropriate amount of income tax paid or 
accrued to Canada by the Canadian company with respect to the 
profits out of which such company paid the dividends. 


The direct and deemed-paid credits allowed by paragraph | are sub- 
ject to the limitations of the Code as they may be amended from 
time to time without changing the general principle of paragraph |. 
Thus, as is generally the case under U.S. income tax conventions, 
provisions such as Code sections 901(c), 904, 905, 907, 908, and 
911 apply for purposes of computing the allowable credit under par- 
agraph 1. In addition, the United States is not required to maintain 
the overall limitation currently provided by U.S. law. 


The term “income tax paid or accrued” is defined in paragraph 7 of 
Article XXIV to include certain specified taxes which are paid or 
accrued. The Convention only provides a credit for amounts paid or 
accrued. The determination of whether an amount is paid or accrued 
is made under the Code. Paragraph 1 provides a credit for these 
specified taxes whether or not they qualify as creditable under Code 
section 901 or 903. A taxpayer who claims credit under the Conven- 
tion for Canadian taxes made creditable solely by paragraph | is 


2640 


Art. XXIV — Elimination of Double Taxation 


not, as a result of the Protocol, subject to a per-country limitation 
with respect to Canadian taxes. Thus, credit for such Canadian taxes 
would be computed under the overall limitation currently provided 
by U.S. law. (However, see the discussion below of the source rules 
of paragraphs 3 and 9 for a restriction on the use of third country 
taxes to offset the U.S. tax imposed on resourced income). 

A taxpayer claiming credits for Canadian taxes under the Conven- 
tion must apply the source rules of the Conyention, and must apply 
those source rules in their entirety. Similarly, a taxpayer claiming 
credit for Canadian taxes which are creditable under the Code and 
who wishes to use the source rules of the Convention in computing 
that credit must apply the source rules of the Convention in their 
entirety: 


2. In the case of Canada, subject to the provisions of 
paragraphs 4, 5 and 6, double taxation shall be 
avoided.as follows: 


(a) subject to the provisions of the law of Canada 
regarding the deduction from tax payable in Can- 
ada of tax paid in a territory outside Canada and 
to any subsequent modification of those provi- 
sions (which shall not affect the general principle 
hereof) . 


(i) income: tax paid or accrued to the United 
States on profits, income or gains arising in 
the United States, and 


(ii) in the case of an individual, any social se- 
curity taxes paid to the United States (other 
than taxes relating to unemployment insur- 
ance benefits) by the individual on such prof- 
its, income or gains 


shall be deducted from any Canadian tax payable 
in respect of such profits, income or gains; 


(b) subject to the existing provisions of the law of 
Canada regarding the taxation of income from a 
foreign affiliate and to any subsequent modifica- 
tion of those- provisions — which shall not affect 
the general principle hereof — for the purpose of 
computing Canadian tax, a company which is a 
resident of Canada shall be allowed to deduct in 
computing its taxable income any dividend re- 
ceived by it out of the exempt surplus of a foreign 
affiliate which is a resident of the United States; 
and 


(c) notwithstanding the provisions of subpara- 
graph (a), where Canada imposes a tax on gains 
from the alienation of property that, but for the 
provisions of paragraph 5 of Article XII (Gains), 
would not be taxable in Canada, income tax paid 
or accrued to the United States on such gains 
shall be deducted from any Canadian tax payable 
in respect of such gains. . 
History: Subparas. 2(a) and (b) amended by 1995 Protocol, article 
12(1), generally effective for taxation years beginning on or after 
January 1, 1996 (see Art. 21(2) under ‘Application of the 1995 Pro- 
tocol” above). Subparas. (a) and (b) formerly read: 
(a) subject to the provisions of the law of Canada regarding 
the deduction from tax payable in Canada of tax paid in a 
territory outside Canada and to any subsequent modification 
of those provisions (which shall not affect the general princi- 
ple hereof), and unless a greater deduction or relief is pro- 
vided under the law. of Canada, income tax paid or accrued to 
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the United States on profits, income or gains arising in the 
United States shall be deducted from any Canadian tax paya- 
ble in respect of such profits, income or gains; 


(b) subject to the provisions of the law of Canada regarding 
the determination of the exempt surplus of a foreign affiliate 
and to any subsequent. modification of those provisions 
(which shall not affect the general principle hereof), for the 
purposes of computing Canadian tax, a company which is a 
resident of Canada shall be allowed to deduct in computing 
its taxable income any dividend received by it out of the ex- 
empt surplus of'a foreign affiliate which is a resident of the 
United States; and 


Para. 2 amended by 1983 Protocol, article XI, para. 2. 
Technical Explanation [1995 Protocol]: 


Article 12 of the Protocol amends Article XXIV (Elimination of 
Double Taxation) of the Convention. Paragraph 1 of Article 12 
amends the rules for Canadian double taxation relief in subpara- 
graphs (a) and (b) of paragraph 2 of Article XXIV. The amendment 
to subparagraph (a) obligates Canada to give a foreign tax credit for 
U'S. social security taxes paid by individuals. The amendment to 
subparagraph (b) of paragraph 2 does not alter the substantive effect 
of the rule, but conforms the language to current Canadian law. 
Under the provision as amended, Canada generally continues to al- 
low an exemption to a Canadian corporation for direct dividends 
paid from the exempt surplus of a U.S. affiliate. 


Interpretation Bulletins: IT-173R2: Capital gains derived in 
Canada by residents of the United States. 


3. For the purposes of this Article: 


(a) profits, income or gains (other than gains to 
which paragraph 5 of Article XIII (Gains) ap- 
plies) of a resident of a Contracting State which 
may be taxed in the other Contracting State in.ac- 
cordance with the Convention (without regard to 
paragraph 2 of Article XXIX (Miscellaneous 
Rules)) shall be deemed to arise in that other 
State; and 


(b) profits, income or gains of a resident of a 
Contracting State which may not be taxed in the 
other Contracting State in accordance with the 
Convention (without regard to paragraph 2 of Ar- 
ticle XXIX (Miscellaneous Rules)) or to which 
paragraph 5 of Article XIII (Gains) applies shall 
be deemed to arise in the first-mentioned State. 


Technical Explanation [1984]: 


Paragraph 3 provides source rules for purposes of applying Article 
XXIV. Profits, income or gains of a resident of a Contracting State 
which may be taxed in the other Contracting State in accordance 
with the Convention, for reasons other than the saving clause of par- 
agraph 2 of Article XXIX (Miscellaneous Rules) (e.g., pensions and 
annuities taxable where arising pursuant to Article XVIII (Pensions 
and Annuities)), are deemed to arise in the latter State. This rule 
does not, however, apply to gains taxable under paragraph 5 of Arti- 
cle XIII (Gains), (i.e... gains taxed by a Contracting State derived 
from the alienation of property by a former resident of that State). 
Gains from such an alienation arise, pursuant to paragraph 3(b), in 
the State of which the alienator is a resident. Thus, if in accordance 
with paragraph 5 of Article XIII, Canada imposes tax on certain 
gains of a U.S. resident such gains are deemed, pursuant to 
paragraphs 2 and 3(b) of Article XXIV, to arise in the United States 
for purposes of computing the deduction against Canadian, tax for 
the U.S. tax on such gain. Under the Convention such gains arise in 
the United States for purposes of the United States foreign tax 
credit. Paragraph 3(b) also provides that profits, income, or gains 
arise in the Contracting State of which a person is a resident if they 
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may not be taxed in the other Contracting State under the provisions 
of the Convention (e.g., alimony), other than the “saving clause” of 
paragraph 2 of Article XXIX. 


4. Where a United States citizen is a resident of Can- 
ada, the following rules shall apply: 


(a) Canada shall allow a deduction from the Ca- 
nadian tax in respect of income tax paid or ac- 
crued to the United States in respect of profits, 
income or gains which arise (within the meaning 
of paragraph 3) in the United States, except that 
such deduction need not exceed the amount of the 
tax that would be paid to the United States if the 
resident were not a United States citizen; and 


(b) for the purposes of computing the United 
States tax, the United States shall allow as a 
credit against United States tax the income tax 
paid or accrued to Canada after the deduction re- 
ferred to in subparagraph (a). The credit so al- 
lowed shall not reduce that portion of the United 
States tax that is deductible from Canadian tax in 
accordance with subparagraph (a). 


5. Notwithstanding the provisions of paragraph 4, 
where a United States citizen is a resident of Canada, 
the following rules shall apply in respect of the items 
of income referred to in Article X (Dividends), XI 
(Interest) or XII (Royalties) that arise (within the 
meaning of paragraph 3) in the United States and 
that would be subject to United States tax if the resi- 
dent of Canada were not a citizen of the United 
States, as long as the law in force in Canada allows a 
deduction in computing income for the portion of 
any foreign tax paid in respect of such items which 
exceeds 15 per cent of the amount thereof: 


(a) the deduction so allowed in Canada shall not 
be reduced by any credit or deduction for income 
tax paid or accrued to Canada allowed in comput- 
ing the United States tax on such items; 


(b) Canada shall allow a deduction from Cana- 
dian tax on such items in respect of income tax 
paid or accrued to the United States on such 
items, except that such deduction need not exceed 
the amount of the tax that would be paid on such 
items to the United States if the resident of Can- 
ada were not a United States citizen; and 


(c) for the purposes of computing the United 
States tax on such items, the United States shall 
allow as a credit against United States tax the in- 
come tax paid or accrued to Canada after the de- 
duction referred to in subparagraph (b). The 
credit so allowed shall reduce only that portion of 
the United States tax on such items which ex- 
ceeds the amount of tax that would be paid to the 
United States on such items if the resident of 
Canada were not a United States citizen. 


History: Para. 5 amended by 1995 Protocol, article 12(2), generally 
effective for taxation years beginning on or after January 1, 1996 


Canada—U.S. Tax Convention 


(see Art. 21(2) under “Application of the 1995 Protocol” above). 
Para. 5 formerly read: 


5. Notwithstanding the provisions of paragraph 4, where a 
United States citizen is a resident of Canada, the following 
rules shall apply in respect of the items of income referred to 
in Article X (Dividends), XI (Interest) or XII (Royalties) 
which arise (within the meaning of paragraph 3) in the United 
States, as long as the law in force in Canada allows a deduc- 
tion in computing income for the portion of any foreign tax 
paid in respect of such items which exceeds 15 per cent of the 
amount thereof: 


(a) the deduction so allowed in Canada shall not be re- 
duced by any credit or deduction for income tax paid or 
accrued to Canada allowed in computing the United 
States tax on such items; 


(b) Canada shall allow a deduction from the Canadian tax 
in respect of the income tax paid or accrued to the United 
States on such items, except that such deduction need not 
exceed 15 per cent of the gross amount of such items that 
has been included in computing the income of the citizen 
for Canadian tax purposes; and 


(c) for the purposes of computing the United States tax 
on such items, the United States shall allow as a credit 
against United States tax the income tax paid or accrued 
to Canada after the deduction referred to in subparagraph 
(b). The credit so allowed shall reduce only that’ portion 
of the United States tax on such items which exceeds 15 
per cent of the amount thereof included in computing 
United States taxable income. 


Technical Explanation [1995 Protocol]: 


Paragraphs 4 and 5 of Article XXIV of the Convention provide 
double taxation relief rules, for both the United States and Canada, 
with respect to U.S. source income derived by a U.S. citizen who is 
resident in Canada. These rules address the fact that a U.S. citizen 
resident in Canada remains subject to U.S. tax on his worldwide 
income at ordinary progressive rates, and may, therefore, be subject 
to U.S. tax at a higher rate than a resident of Canada who is not a 
U.S. citizen. In essence, these paragraphs limit the foreign tax credit 
that Canada is obliged to allow such a U.S. citizen to the amount of 
tax on his U.S. source income that the United States would be al- 
lowed to collect from a Canadian resident who is not a U.S. citizen. 
They also oblige the United States to allow the U.S. citizen a credit 
for any income tax paid to Canada on the remainder of his income. 
Paragraph 4 deals with items of income other than dividends, inter- 
est, and royalties and is not changed by the Protocol. Paragraph 5, 
which deals with dividends, interest, and royalties, is amended by 
paragraph 2 of Article 12 of the Protocol. 


The amendments to paragraph 5 of the Article make that paragraph 
applicable only to dividend, interest, and royalty income that would 
be subject to a positive rate of U.S. tax if paid to a Canadian resi- 
dent who is not a U.S. citizen. This means that the rules of para- 
graph 4, not paragraph 5, will apply to items of interest and royal- 
ties, such as portfolio interest, that would be exempt from U.S. tax 
if paid to a non-U.S. citizen resident in Canada. Under paragraph 4, 
Canada will not allow a credit for the U.S. tax on such income, and 
the United States will credit the Canadian tax to the extent neces- 
sary to avoid double taxation. 


Paragraph 2 of Article 12 of the Protocol makes further technical 
amendments to paragraph 5 of Article XXIV of the Convention. 
The existing Technical Explanation of paragraphs 5 and 6 of Article 
XXIV of the Convention should be read as follows to reflect the 
amendments made by the Protocol: 


Paragraph 5 provides special rules for the elimination of double 
taxation in the case of dividends, interest, and royalties earned 
by a U.S. citizen resident in Canada. These rules apply notwith- 
standing the provisions of paragraph 4, but only as long as the 
law in Canada allows a deduction in computing income for the 
portion of any foreign tax paid in respect of dividends, interest, 
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or royalties which exceeds 15 percent of the amount of such 
items of income; and only with respect to those items of in- 
come. The rules of paragraph 4 apply with respect to other 
items of income; moreover, if the law in force in Canada re- 
garding the deduction for foreign taxes is changed so as to no 
longer allow such a deduction, the provisions of paragraph 5 
shall not apply and the U.S. foreign tax credit for Canadian 
taxes and the Canadian credit for U.S. taxes will be determined 
solely pursuant to the provisions of paragraph 4. 


The calculations under paragraph 5 are as follows. First, the de- 
duction allowed in Canada in computing income shall be made 
with respect to U.S. tax on the dividends, interest, and royalties 
before any foreign tax credit by the United States with respect 
to income tax paid or accrued to Canada. Second, Canada shall 
allow a deduction from (credit against) Canadian tax for U.S. 
tax paid or accrued with respect to the dividends, interest, and 
royalties, but such credit need not exceed the amount of income 
tax that would be paid or accrued to the United States on such 
items of income if the individual were not a U.S. citizen after 
taking into account any relief available under the Convention. 
Third, for purposes of computing the U.S. tax on such divi- 
dends, interest, and royalties, the United States shall allow as a 
ctedit against the U.S. tax the income tax paid or accrued to 
Canada after the credit against Canadian tax for income tax paid 
or accrued to the United States. The United States is in no event 
obliged to give a credit for Canadian income tax which will re- 
duce the U.S. tax below the amount of income tax that would 
be paid or accrued to the United States on the amount of the 
dividends, interest, and royalties if the individual were not a 
U.S. citizen after taking into account any relief available under 
the Convention. 


The rules of paragraph 5 are illustrated by the following 
examples. 


Example B 


A US. citizen who is a resident of Canada has $100 of dividend 
income arising in the United States. The tentative U.S. tax 
before foreign tax credit is $40. 


Canada, under its law, allows:a deduction for the U.S. tax in 
excess of 15 percent or, in this case, a deduction of $25 ($40 - 
$15). The Canadian taxable income is $75 and the Canadian tax 
on that amount is $35. 


Canada gives a credit of $15 (the maximum credit allowed is 15 
percent of the gross dividend taken into Canadian income) and 
collects a net tax of $20. 


The United States allows a credit for the net Canadian tax 
against its tax in excess of 15 percent. Thus, the maximum 
credit is $25 ($40 - $15). But since the net Canadian tax paid 
was $20, the usable credit is $20. 


To be able to use a credit of $20 requires Canadian source taxa- 
ble income of $50 (50% of the U.S. tentative tax of $40). Under 
paragraph 6, $50 of the U.S. dividend is resourced to be of Ca- 
nadian source. The credit of $20 may then be offset against the 
U.S. tax of $40, leaving a net U.S. tax of $20. 


The combined tax paid to both countries is $40, $20 to Canada 
and $20 to the United States. 


Example C 


A US. citizen who is a resident of Canada receives $200 of 
income with respect to personal services performed within Can- 
ada and $100 of dividend income arising within the United 
States. Taxable income for U.S. purposes, taking into account 
the rules of Code section 911, is $220. U.S. tax (before foreign 
tax credits) is $92. The $100 of dividend income is deemed to 
bear U.S. tax (before foreign tax credits) of $41.82 ($100/$200 
x $92). Under Canadian law, a deduction of $26.82 (the excess 
of $41.82 over 15 percent of the $100 dividend income) is al- 
lowed in computing income. The Canadian tax on $273.18 of 
income ($300 less the $26.82 deduction) is $130. Canada then 
gives a credit against the $130 for $15 (the U.S. tax paid or 
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accrued with respect to the dividend, $41.82 but limited to 15 
percent of the gross amount of such income, or $15), leaving a 
final Canadian tax of $115. Of the $115, $30.80 is attributable 
to the dividend: 


$73.18 ($100 dividend less $26.82 deduction) xe $115 
$273.18 ($300 income less $26.82 deduction) 


Of this amount, $26.82 is creditable against U.S. tax pursuant to 
paragraph 5. (Although the U.S. allows a credit for the Cana- 
dian tax imposed on the dividend, $30.80, the credit may not 
reduce the U.S. tax below 15 percent of the amount of the divi- 
dend. Thus, the maximum allowable credit is the excess of 
$41.82, the U.S. tax imposed on the dividend income, over $15, 
which is 15 percent of the $100 dividend). The remaining $3.98 
(the Canadian tax of $30.80 less the credit allowed of $26.82) is 
a foreign tax credit carryover for U.S. purposes, subject to the 
limitations of paragraph 5. (An additional $50.18 of Canadian 
tax with respect to Canadian source services income is credita- 
ble against U.S. tax pursuant to paragraphs 3 and 4(b). The 
$50.18 is computed as follows: tentative U.S. tax (before for- 
eign tax credits) is $92; the U.S. tax on Canadian source ser- 
vices income is $50.18 ($92 less the U.S. tax on the dividend 
income of $41.82); the limitation on the services income is: 


$120 (taxable income from services) % $92 
$220 (total taxable income) 


or $50.18. The credit for Canadian tax paid on the services in- 
come is therefore $50.18; the remainder of the Canadian tax on 
the services income, or $34.02, is a foreign tax credit carryover 
for U.S. purposes, subject to the limitations of paragraph 5.) 


Paragraph 6 is necessary to implement the objectives of 
paragraphs 4(b) and S(c). Paragraph 6 provides that where a 
U'S. citizen is a resident of Canada, items of income referred to 
in paragraph 4 or 5 are deemed for the purposes of Article 
XXIV to arise in Canada to the extent necessary to avoid 
double taxation of income by Canada and the United States 
consistent with the objectives of paragraphs 4(b) and S(c). Para- 
graph 6 can override the source rules of paragraph 3 to permit a 
limited resourcing of income. The principles of paragraph 3 
have effect, pursuant to paragraph 3(b) of Article XXX (Entry 
Into Force) of the Convention, for taxable years beginning on or 
after January 1, 1976. See the discussion of Article XXX 
below. 


The application of paragraph 6 is illustrated by the following 
example. 


Example D 


The facts are the same as in Example C. The United States has 
undertaken, pursuant to paragraph 5(c) and paragraph 6, to 
credit $26.82 of Canadian taxes on dividend income that has a 
U.S. source under both paragraph 3 and the /nternal Revenue 
Code. (As illustrated in Example C, the credit, however, only 
reduces the U.S. tax on the dividend income which exceeds the 
amount of income tax that would be paid or accrued to the 
United States on such income if the individual were not a U.S. 
citizen after taking into account any relief available under the 
Convention. Pursuant to paragraph 6, for purposes of determin- 
ing the U.S. foreign tax credit limitation under the Convention 
with respect to Canadian taxes, 


$64.13 ( JA 4 $02 = $26.82; A= $64.13) 
$220 


of taxable income with respect to the dividends is deemed to 
arise in Canada. 


6. Where a United States citizen is a resident of Can- 
ada, items of income referred to in paragraph 4 or 5 
shall, notwithstanding the provisions of paragraph 2, 
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be deemed to arise in Canada to the extent necessary 
to avoid the double taxation of such income under 
paragraph 4(b) or paragraph S(c). 


7. For the purposes of this Article, any reference to 
‘income tax paid or accrued” to a Contracting State 
shall include Canadian tax and United States tax, as 
the case may be, and taxes of general application 
which are paid or accrued to a political subdivision 
or local authority of that State, which are not im- 
posed by that political subdivision or local authority 
in a manner inconsistent with the provisions of the 
Convention and which are substantially similar to 
the Canadian tax or United States tax, as the case 
may be. 


History: Para. 7 amended by 1995 Protocol, article 12(3), generally 
effective for taxation years beginning on or after January 1, 1996 
(see Art. 21(2) under “Application of the 1995 Protocol” above). 
Para. 7 formerly read: 


7. For the purposes of this Article, any reference to “income 
tax paid or accrued” to a Contracting State shall include Ca- 
nadian tax and United States tax, as the case may be, and 
taxes of general application which are paid or accrued to a 
political subdivision or local authority of that State, which are 
not imposed by that political subdivision or local authority in 
a manner inconsistent with the provisions of the Convention 
and which are substantially similar to the taxes of that State 
referred to in paragraphs 2 and 3(a) of Article II (Taxes 
Covered). 


Technical Explanation [1995 Protocol]: 


Paragraph 3 of Article 12 of the Protocol makes a technical amend- 
ment to paragraph 7 of Article XXIV. It conforms the reference to 
U.S. and Canadian taxes to the amended definitions of “United 
States tax” and “Canadian tax” in subparagraphs (c) and (d) of para- 
graph | of Article III (General Definitions). No substantive change 
in the effect of the paragraph is intended. 


8. Where a resident of a Contracting State owns cap- 
ital which, in accordance with the provisions of the 
Convention, may be taxed in the other Contracting 
State, the first-mentioned State shall allow as a de- 
duction from the tax on the capital of that resident an 
amount equal to the capital tax paid in that other 
State. The deduction shall not, however, exceed that 
part of the capital tax, as computed before the deduc- 
tion is given, which is attributable to the capital 
which may be taxed in that other State. 


9. The provisions of this Article relating to the 
source of profits, income or gains shall not apply for 
the purpose of determining a credit against United 
States tax for any foreign taxes other than income 
taxes paid or accrued to Canada. 


History: Para. 9 added by 1983 Protocol, article XI, para. 3. 


10. Where in accordance with any provision of the 
Convention income derived or capital owned by a 
resident of a Contracting State is exempt from tax in 
that State, such State may nevertheless, in calculat- 
ing the amount of tax on other income or capital, 
take into account the exempted income or capital. 
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History: Para. 10 added by 1995 Protocol, article 12(4), generally 
effective for taxation years beginning on or after January 1, 1996 
(see Art. 21(2) under “Application of the 1995 Protocol” above). 


Technical Explanation [1995 Protocol]: 


Paragraph 4 of Article 12 of the Protocol adds a new paragraph 10 
to Article XXIV of the Convention. This paragraph provides for the 
application of the rule of “exemption with progression” by a Con- 
tracting State in cases where an item of income of a resident of that 
State is exempt from tax in that State by virtue of a provision of the 
Convention. For example, where under Canadian law a tax benefit, 
such as the goods and services tax credit, to a Canadian resident 
individual is reduced as the income of that individual, or the indi- 
vidual’s spouse or other dependent, increases, and any of these per- 
sons receives U.S. social security benefits that are exempt from tax 
in Canada under the Convention, Canada may, nevertheless, take 
the U.S. social security benefits into account in determining 
whether, and to what extent, the benefit should be reduced. 


New Article XXIX B (Taxes Imposed by Reason of Death), added 
by Article 19 of the Protocol, also provides relief from double taxa- 
tion in certain circumstances in connection with Canadian income 
tax imposed by reason of death and U.S. estate taxes. However, sub- 
paragraph 7(c) of Article XXIX B generally denies relief from U.S. 
estate tax under that Article to the extent that a credit or deduction 
has been claimed for the same amount in determining any other tax 
imposed by the United States. This restriction would operate to 
deny relief, for example, to the extent that relief from U.S. income 
tax is claimed under Article XXIV in respect of the same amount of 
Canadian tax. There is, however, no requirement that relief from 
U.S. tax be claimed first (or exclusively) under Article XXIV. Para- 
graph 6 of Article XXIX B also prevents the claiming of double 
relief from Canadian income taxation under both that Article and 
Article XXIV, by providing that the credit provided by Article 
XXIX B applies only after the application of the credit provided by 
Article XXIV. 


Technical Explanation [1984]: 


Paragraph 9 provides clarification that the source rules of this Arti- 


* cle shall not be used to determine the credit available against U.S. 


tax for foreign taxes other than income taxes paid or accrued to 
Canada (i.e., taxes of third countries). Thus, creditable third country 
taxes may not offset the U.S. tax on income treated as arising in 
Canada under the source rules of the Convention. A person claiming 
credit for income taxes of a third country may not rely upon the 
rules of paragraphs 3 and 6 for purposes of treating income that 
would otherwise have a U.S. source as having a foreign source. 
Thus, if the taxpayer elects to compute the foreign tax credit for any 
year using the special source rules set forth in paragraphs 3 and 6, 
paragraph 9 requires that a separate limitation be computed for 
taxes not covered by paragraph | without regard to the source rules 
of paragraphs 3 and 6, and the credit for such taxes may not exceed 
such limitation. The credit allowed under this separate limitation 
may not exceed the proportion of the Federal income taxes imposed 
by the Code that the taxpayer’s taxable income from foreign sources 
(under the Code) not included in taxable income arising in Canada 
(and not in excess of total foreign source taxable income under the 
Code) bears to the taxpayer's worldwide taxable income. In any 
case the credit for taxes covered by paragraph | and the credit for 
other foreign taxes is limited to the amount allowed under an overall 
limitation computed by aggregating taxable income arising in Can- 
ada and other foreign source taxable income. 

If creditable Canadian taxes exceed the proportion of U.S. tax that 
taxable income arising in Canada bears to the entire taxable income, 
such taxes may qualify to be absorbed by any excess in the separate 
limitation computed with respect to other taxes. 


In a case where a taxpayer has different types of income subject to 
separate limitations under the Code (e-.g., section 904(d)(1)(B) 
DISC dividends) the Convention rules just described apply in the 
context of each of the separate Code limitations. 


A taxpayer may, for any year, claim a credit pursuant to the rules of 
the Code. In such case, the taxpayer would be subject to the limita- 
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tions established in the Code, and would forego the rules of the 
Convention that determine where taxable income arises. In addition, 
any Canadian taxes covered by paragraph 1 which are not creditable 
under the Code would not be credited. 


Thus, where a taxpayer elects to use the special source rules of this 


Article to compute the foreign tax credit for any year, the following - 


computations must be made: 


Step I(a): Compute a hypothetical foreign tax credit limitation for 
Canadian income and taxes using the source rules of the 
Convention. 


Step I(b): Compute a hypothetical foreign tax credit limitation for 
third country income and taxes using the source rules of the Code. 


Step 1(c): Compute an overall foreign tax credit limitation using the 
source rules of the Convention to the extent they resource Canadian 
source income as U.S. source income or U.S. source income as Ca- 
nadian source income, and using the source rules of the Code with 
respect to any other income. 


Step 2: Allocate the amount of creditable Canadian taxes to the 
amount of the limitation computed under step 1(a), and allocate the 
amount of creditable third country taxes to the amount of the limita- 
tion computed under step 1(b). The amount of credit to be so allo- 
cated may not exceed the amount of the respective limitation. 


Step 3: (1) If the total credits allocated under step 2 exceed the 
amount of the limitation computed under step 1(c), the amount of 
allowable credits must be reduced to that limitation (see Rev. Rul. 
82-215, 1982-2 Cum. Bull. 153 for the method of such reduction). 


(2) If the total credits allocated under step 2 are less than the amount 
of the limitation computed under step 1(c), then (a) any amount of 
creditable Canadian taxes in excess of the amount of the step 1(a) 
limitation may be credited to the extent of the excess of the step 1(c) 
limitation over the total step 2 allocation, and (b) any amount of 
third country taxes in excess of the amount of the step 1(b) limita- 
tion may not be credited. 


The following examples (in which the taxpayer’s U.S. tax rate is 
presumed to be 46%) illustrate the application of the source rules of 
Article XXIV: 


Example 1. 


(a) A U.S. corporate taxpayer has for the taxable year $100 of taxa- 
ble income having a U.S. source under both the Convention and the 
Code: $100 of taxable income having a Canadian source under both 
the Convention and the Code; $50 of taxable income having a Cana- 
dian source under the Convention but a U.S. source under the Code 
(see, for example, paragraph | of Article VII (Business Profits) and 
paragraph 3(a) of Article XXIV); and $80 of taxable income having 
a foreign (non-Canadian) source under the Code. The taxpayer pays 
$75 of Canadian income taxes and $45 of third country income 
taxes. All the foreign source income of the taxpayer constitutes 
“other” income described in Code section 904(d)(1)(C). 


The source rules of the Convention are applied as follows to com- 
pute the taxpayer’s foreign tax credit: 


Step I(a): 


$150 (Canadian source taxable income 


under Convention) x $151.80 
$330 (total taxable income) 
= $69 limit for Canadian taxes. 
Step 1(b): 
$80 (third country source taxable income x $151.80 
under Code) 
$330 (total taxable income) 
= $36.80 limit for third country tax- 
es. 
Step I(c): 
$230 (overall foreign taxable income 
under source rules described above) x $151.80 
$330 (total taxable income) 
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= $105.80 total limit, 


Step 2: The taxpayer may tentatively credit $69 of the $75 Canadian 
income taxes under the step 1(a) limitation, and $36.80 of the third 
country income taxes under the step 1(b) limitation. 


Step 3: Since the total amount of taxes credited under step 2 equals 
the taxpayer’s total limitation of $105.80 under step 1(c), no addi- 
tional taxes may be credited. The taxpayer has a $6 Canadian in- 
come tax carryover and an $8.20 third country income tax carryover 
for U.S. foreign tax credit purposes. 


(b) If the taxpayer had paid only $30 of third country taxes, he 
would credit that $30 in step 2. Since the total amount of credits 
allowed under step 2 ($99) is less than the taxpayer’s total limit of 
$105.80, and since the taxpayer has $6 of excess Canadian taxes not 
credited under step 2, he may also claim a credit for that $6 of Ca- 
nadian income taxes, for a total credit of $105. 


(c) If the taxpayer had paid $45 of third country income taxes and 
$65 of Canadian income taxes, the computation would be as 
follows: 


Step 2: The taxpayer would credit the $65 of Canadian income 
taxes, and would also credit $36.80 of the $45 of third country in- 
come taxes. 


Step 3: Although the total amount of credits computed under step 2 
($101.80) is less than the taxpayer’s total limitation of $105.80, no 
additional credits can be claimed since the taxpayer has only excess 
third country income taxes. The excess third country income taxes 
are thus not permitted to offset U.S. tax on income that is Canadian 
source income under the Convention. The taxpayer would have 
$8.20 of third country income taxes as a carryover for U.S. foreign 
tax credit purposes. 


Example 2. 


A United States corporate taxpayer has for the taxable year $100 of 
taxable income having a Canadian source under the Convention but 
a US. source under the Code; $100 of taxable income having a U.S. 
source under both the Convention and the Code; $80 of taxable in- 
come having a foreign (non-Canadian) source under the Code; and 
$50 of loss allocated or apportioned to Canadian source income. 
The taxpayer pays $50 of foreign (non-Canadian) income taxes, and 
$20 of Canadian income taxes. 


The source rules of the Convention are applied as follows to com- 
pute the taxpayer’s foreign tax credit: 


Step I(a): 


$50 (Canadian source taxable income 


under Convention) X,$105.80 
$230 (total taxable income) 
= $23 limit for Canadian taxes. 
Step I(b): 
$80 (third country source taxable income x $105.80 
under Code) 3 
$230 (total taxable income) 
= $36.80 limit for third country tax- 
es. 
Step 1(c): 
$130 (overall foreign taxable income 
under source rules described above) %$.109,80 
$230 (total taxable income) 


= $59.80 limit for Canadian taxes. 


Step 2: Since the taxpayer paid $20 of Canadian income taxes, he 
may credit that amount in full since the step 1(a) limit is $23. Since 
the step 1(b) limit is $36.80, the taxpayer may credit $36.80 of the 
$50 foreign income taxes paid. 


Step 3: Although the total taxes credited under step 2 ($56.80) is 
less than the taxpayer’s total limit of $59.80, no additional credits 
may be claimed since the only excess taxes are third country income 
taxes, and those may not be used to offset any excess limitation in 
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step 3. The $13.20 of foreign taxes not allowed as a credit is availa- 
ble as a foreign tax credit carryover. 


Example 3. 


The facts are the same as in Example 2, except that foreign (non- 
Canadian) operations result in a loss of $30 rather than taxable in- 
come of $80, and no foreign (non-Canadian) income taxes are paid. 
The taxpayer’s credit is computed as follows: 


Step 1(a): 
$50. x $55.20 ge 
$120 


Step 1(b): Since there is no third country source taxable income 
under the Code, the limit for third country income taxes is zero. 


Step I(c): 
$20 x $55.20 = 
$120 


Step 2: Since the taxpayer paid $20 of Canadian income tax, he may 
tentatively credit that amount in full since the step 1(a) limit is $23. 


limit for Canadian taxes. 


$9.20 total limit. 


Step 3: Since the total taxes credited under step 2 ($20) exceeds the 
taxpayer’s total limit of $9.20, the taxpayer must reduce the total 
amount claimed as a credit to $9.20. The remaining $10.80 of Cana- 
dian income taxes are available as a foreign tax credit carryover. 


Example 4. 


The facts are the same as in Example 2, except that the first $100 of 
taxable income mentioned in Example 2 has a Canadian source 
under both the Convention and the Code. 


Step I(a): 
$50 x $105.80 
$230 

Step 1(b): 


$23 limit for Canadian taxes. 


$36.80 limit for third country 


$80 x $105.80 income taxes. 


$230 
Step 1(c): 
$130 x $105.80 = 
$230 


Step 2: The taxpayer credits the $20 of Canadian income tax and 
$36.80 of third country income tax. 


$59.80 total limit. 


Step 3: As explained in Example 2, the taxpayer’s total credit is 
limited to $56.80. In this case, however, if the Canadian taxes cov- 
ered by the Convention are creditable under the Code, the taxpayer 
could elect the Code limitation of $59.80 ($130/$230 x $105.80), 
which is more advantageous than the Convention limitation because 
that limitation does not permit third country income taxes to be 
credited against the U.S. tax on income arising in Canada under the 
Convention. 


Example 5. 


The facts are the same as in Example 2, except that the corporation 
pays $25 of Canadian income taxes and $12 of foreign (non-Cana- 
dian) income taxes. Under step 2, the taxpayer would credit $23 of 
the $25 of Canadian income taxes and the full $12 of third country 
income taxes. Since the total amount of income taxes credited under 
step 2 is $35, which is less than the taxpayer’s total limit of $59.80, 
the taxpayer may credit an amount of Canadian income taxes up to 
the $24.80 excess. Here, the taxpayer may claim a credit for the 
additional $2 of Canadian income taxes not credited under step 2, 
and has a total credit of $37. 


Example 6. 


(a) A U.S. corporate taxpayer has for the taxable year $100 of taxa- 
ble income having a Canadian source under the Convention and the 
Code; $50 of taxable income having a Canadian source under the 
Convention but a U.S. source under the Code; $80 of taxable in- 
come having a foreign (non-Canadian) source under the Code; and 
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$50 of loss allocated or apportioned to U.S. source income. The tax- 
payer pays $65 of Canadian income taxes, and $45 of third country 
income taxes. 


Step I(a): 


$69 limit for Canadian income 


$150 x $82/80 = ee 
$230 
Step I(b): 
$80. x $82.80 a esd sity ais third country 
$180 
Step l(c): 
$180 x $82.80 =~ $82.80 total limit. 
$180 


Step 2: The taxpayer tentatively credits the $65 of Canadian income 
taxes against the $69 limit of step I(a), and $36.80 of the $45 of 
third country income taxes against the $36.80 limit of step 1(b). 


Step 3: Since the total amount of credits tentatively allowed under 
step 2 ($101.80) exceeds the taxpayer’s total limit of $82.80 under 
step 1(c), the taxpayer’s allowable credit is reduced to $82.80 under 
the method provided by Rey. Rul. 82-215. 


(b) If the taxpayer had paid only $40 of Canadian income taxes, the 
total credits tentatively allowed under step 2 is $76.80. Although 
that amount is less than the $82.80 total limit under step l(c), no 
additional taxes may be credited since the taxpayer only has excess 
third country income taxes. The $8.20 of excess third country in- 
come taxes would be allowed as a foreign tax credit carryover. 


The general rule for avoiding double taxation in Canada is provided 
in paragraph 2. Pursuant to paragraph 2(a) Canada undertakes to al- 
low to a resident of Canada a credit against income taxes imposed 
under the Income Tax Act for the appropriate amount of income 
taxes paid or accrued to the United States. Paragraph 2(b) provides 
for the deduction by a Canadian company, in computing taxable in- 
come, of any dividend received out of the exempt surplus of a U.S. 
company which is an affiliate. The provisions of paragraphs 2(a) 
and (b) are subject to the provisions of the Income Tax Act as they 
may be amended from time to time without changing the general 
principle of paragraph 2. Paragraph 2(c) provides that where Can- 
ada imposes a tax on the alienation of property pursuant tothe pro- 
visions of paragraph 5 of Article XIII (Gains), Canada will allow a 
credit for the income tax paid or accrued to the United States on 
such gain. 


The rules of paragraph | are. modified in certain respects by rules in 
paragraphs 4 and 5 for income derived by United States citizens 
who are residents of Canada. Paragraph 4 provides two steps for the 
elimination of double taxation in such a case. First, paragraph 4(a) 
provides that Canada shall allow a deduction from (credit against) 
Canadian tax in respect of income tax paid or accrued to the United 
States in respect. of profits, income, or gains which arise in the 
United States (within the meaning of paragraph 3(a)); the deduction 
against Canadian tax need not, however, exceed the amount of in- 
come tax that would be paid or accrued to the United States if the: 
individual were not a U.S. citizen, after taking into account any re- 
lief available under the Convention. 


The second step, as provided in paragraph 4(b), is that the United 
States allows as a credit against United States tax, subject to the 
rules of paragraph 1, the income tax paid or accrued to Canada after 
the Canadian credit for U.S. tax provided by paragraph 4(a). The 
credit so allowed by the United States is not to reduce the portion of 
the United States tax that is creditable against Canadian tax in ac- 
cordance with paragraph 4(a). 


The following example illustrates the application of paragraph 4. 
Example A 


¢ A U.S. citizen who is a resident of Canada earns $175 of in- 
come from the performance of independent personal services, 
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of which $100 is derived from services performed in Canada 
and $75 from services performed in the United States. That is 
his total world-wide income. 


* If he were not a U.S. citizen, the United States could tax $75 of 
that amount under Article XIV (Independent Personal Ser- 
vices). By reason of paragraph 3(a), the $75 that may be taxed 
by the United States under Article XIV is deemed to arise in the 
United States. Assume that the U.S. tax on the $75 would be 
$25 if the taxpayer were not a U.S. citizen. 


* However, since the individual is a U.S. citizen, he is subject to 
U.S. tax on his worldwide income of $175. After excluding $75 
under section 9114, his taxable income is $100 and his U.S. tax 
is $40. 

Because he is a resident of Canada, he is also subject to Cana- 
dian tax on his worldwide income. Assume that Canada taxes 
the $175 at $75. 


Canada will credit against its tax of $75 the U.S. tax at source 
‘of $25, leaving a net Canadian tax of $50. 


The United States will credit against its tax of $40 the Canadian 
tax net of credit, but without reducing its source basis tax of, 
$25: thus, the allowable credit is $40 - $25 = $15. 


* To use a credit of $15 requires Canadian source taxable income 
of $37.50 ($37.50/$100 - $40 = 15). Without any special treaty 
rule, Canadian source taxable income would be only $25 ($100 
less the section 911 exclusion of $75). Paragraph 6 provides for 
resourcing an additional $12.50 of income to Canada, so that 
the credit of $15 can.be fully used. 


Paragraph 5 provides special rules for the elimination of double tax- 
ation in the case of dividends, interest, and royalties earned by a 
U.S. citizen resident in Canada. These rules apply notwithstanding 
the provisions of paragraph 4, but only as long as the law in Canada 
allows a deduction in computing income for the portion of any for- 
eign tax paid in respect of dividends, interest, or royalties which 
exceeds 15 percent of the amount of such items of income, and only 
with respect to those items of income. The rules of paragraph 4 ap- 
ply with respect to other items of income; moreover, if the law in 
force in Canada regarding the deduction for foreign taxes changes, 
the provisions of paragraph 5 shall not apply and the U.S. foreign 
tax credit for Canadian taxes and the Canadian credit for U.S. taxes 
will be determined solely pursuant to the provisions of paragraph 4. 


The calculations under paragraph 5 are as follows. First, the deduc- 
tion allowed in Canada in computing income shall be made with 
respect to U.S. tax on the dividends, interest, and royalties before 
any foreign tax credit by the United States with respect to income 
tax paid or accrued to Canada. Second, Canada shall allow a deduc- 
tion from (credit against) Canadian tax for U.S. tax paid or accrued 
with respect to the dividends, interest, and royalties, but such credit 
need not exceed 15 percent of the gross amount of such items of 
income that have been included in computing income for Canadian 
tax purposes. (The credit may, however, exceed the amount of tax 
that the United States would be entitled to levy under the Conven- 
tion upon a Canadian resident who is not a U.S. citizen.) Third, for 
purposes of computing the U.S. tax on such dividends, interest, and 
royalties, the United States shall allow as a credit against the U.S. 
tax the income tax paid or accrued to Canada after the 15 percent 
credit against Canadian tax for income tax paid or accrued to the 
United States. The United States is in no event obliged to give a 
credit for Canadian income tax which will reduce the U.S. tax be- 
low 15 percent of the amount of the dividends, interest, and 
royalties. 


The rules of paragraph 5 are illustrated by the following examples. 
Example B 


* A US. citizen who is a resident of Canada has $100 of royalty 
income arising in the United States. The tentative U.S. tax 
before foreign tax credit is $40. 


* Canada, under its law, allows a deduction for the U.S. tax in 
excess of 15 percent or, in this case, a deduction of $25 ($40 - 
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$15). The Canadian taxable income is $75 and the Canadian tax 
on that amount is $35. 


* Canada gives a credit of $15 (the maximum credit allowed is 15 
percent of the gross royalty taken into Canadian income) and 
collects a net tax of $20. 


* The United States allows a credit for the net Canadian tax 
against its tax in excess of 15 percent. Thus, the maximum 
credit is $25 ($40 - $15). But since the net Canadian tax paid 
was $20, the usable credit is $20. 


To be able to use a credit of $20 requires Canadian source taxa- 
ble income of $50 (50% of the U.S. tentative tax of $40). Under 
paragraph 6, $50 of the U.S. royalty is resourced to be of Cana- 
dian source. The credit of $20 may then be offset against the 
U.S. tax of $40, leaving a net U.S. tax of $20. 


* The combined tax paid to both countries is $40, $20 to Canada 
and $20 to the United States. 


Example C 


A US. citizen who is a resident of Canada receives $200 of income 
with respect to personal services performed within Canada and $100 
of royalty income arising within the United States. Taxable income 
for U.S. purposes, taking into account the rules of Code section OES 
is $220. U.S. tax (before foreign ‘tax credits) is $92. The $100 of 
royalty income is deemed to bear U.S. tax (before foreign tax cred- 
its) of $41.82 ($100/$220 x $92). Under Canadian law, a deduction 
of $26.82 (the excess of $41.82 over 15 percent of the $100 royalty 
income) is allowed in computing income. The Canadian tax on 
$273.18 of income ($300 less the $26.82 deduction) is $130. Can- 
ada then gives a credit against the $130 for $15 (the U.S. tax paid or 
accrued with respect to the royalty, $41.82, but limited to 15 percent 
of the gross amount of such income, or $15), leaving a final Cana- 
dian tax of $115. Of the $115, $30.80 is attributable to the royalty 


$73.18 ($100 royalty less $26.82 deduction) sib a bo} 


$273.18 ($300 income less $26.82 deduc- 
tion) 


Of this amount, $26.82 is creditable against U.S. tax pursuant to 
paragraph 5. (Although the U.S. allows a credit for the Canadian tax 
imposed on the royalty, $30.80, the credit may not reduce the U.S. 
tax below 15 percent of the amount of the royalty. Thus, the maxi- 
mum allowable credit is the excess of $41.82, the U.S. tax imposed 
on the royalty income, over $15, which is 15 percent of the $100 
royalty). The remaining $3.98 (the Canadian tax of $30.80 less the 
credit allowed of $26.82) is a foreign tax credit carryover for U.S. 
purposes, subject to the limitations of paragraph 5. (An additional 
$50.18 of Canadian tax with respect to Canadian source services 
income is creditable against U.S. tax pursuant to paragraphs 3 and 
4(b). The $50.18 is computed as follows: tentative U.S. tax (before 
foreign tax credits) is $92; the U.S. tax on Canadian source services 
income is $50.18 ($92 less the U.S. tax on the royalty income of 
$41.82); the limitation on the services income is: 


$120 (taxable income from services) x $92, 


$220 (total taxable income) 


or $50.18. The credit for Canadian tax paid on the services income 
is therefore $50.18; the remainder of the Canadian tax on the ser- 
vices income, or $34.02, is a foreign tax credit carryover for U.S. 
purposes, subject to the limitations of paragraph 5). 


Paragraph 6 is necessary to implement the objectives of paragraphs 
4(b) and 5(c). Paragraph 6 provides that where a U.S. citizen is a 
resident of Canada, items of income referred to in paragraph 4 or 5 
are deemed for the purposes of Article XXIV to arise in Canada to 
the extent necessary to avoid double taxation of income by Canada 
and the United States consistent with the objectives of paragraphs 
4(b) and 5(c). Paragraph 6 can override the source rules of para- 
graph 3 to permit a limited resourcing of income. The principles of 
paragraph 6 have effect, pursuant to paragraph 3(b) of Article XXX 
(Entry Into Force), for taxable years beginning on or after January 
1, 1976. See the discussion of Article XXX below. 
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The application of paragraph 6 is illustrated by the following 
example. 


Example D 


The facts are the same’as in Example C. The United States has un- 
dertaken, pursuant to paragraph S(c) and paragraph 6, to credit 
$26.82 of Canadian taxes on royalty income that has a U.S. source 
under both paragraph 3 and the Internal Revenue Code. (As illus- 
trated in Example C, the credit, however, only reduces the U.S. tax 
on the royalty income which exceeds 15 percent of the amount of 
such income included in computing U.S. taxable income.) Pursuant 
to paragraph 6, for purposes of determining the U.S. foreign tax 
credit limitation under the Convention with respect to Canadian 
taxes, $64.13 (A/$220 x $92 = $26.82; A = $64.13) of taxable in- 
come with respect to the royalties is deemed to arise in Canada. 


Paragraph 7 provides that any reference to “income tax paid or ac- 
crued” to Canada or the United States includes Canadian tax or 
United States tax, as the case may be. The terms “Canadian tax” and 
“United States tax” are defined in paragraphs 1(c) and 1(d) of Arti- 
cle III (General Definitions). References to income taxes paid or ac- 
crued also include taxes of general application paid or accrued to a 
political subdivision or local authority of Canada or the United 
States which are not imposed by such political subdivision or local 
authority in a manner inconsistent with the provisions of the Con- 
vention and which are substantially similar to taxes of Canada or the 
United States referred to in amneTARnS 2 and 3(a) of Article I 
(Taxes Covered). 


In order for a tax imposed by a political subdivision or local author- 
ity to fall within the scope of paragraph 7, such tax must apply to 
individuals, companies, or other persons generally, and not only to a 
particular class of individuals or companies or a particular type of 
business. The tax must also be substantially similar to the national 
taxes referred to in paragraphs 2 and 3(a) of Article II. Finally, the 
political subdivision or local authority must apply its tax in a man- 
ner not inconsistent with the provisions of the Convention. For ex- 
ample, the political subdivision or local authority must not impose 
its tax on a resident of the other Contracting State earning business 
profits within the political subdivision or local authority but not 
having a permanent establishment there. It is understood that a Ca- 
nadian provincial income tax that satisfied the conditions of para- 
graph 7 on September 26, 1980 also satisfied the conditions of that 
paragraph on June 14, 1983 —i.e., no significant changes have oc- 
curred in the taxes imposed by Canadian provinces. 


Paragraph 8 relates to the provisions of Article XXIII (Capital). It 
provides that where a resident of a Contracting State owns capital 
which, in accordance:with the provisions of Article XXIII, may be 
taxed in the other Contracting State, the State of residence shall al- 
low as a deduction from (credit against) its tax on capital an amount 
equal to the capital tax paid in the other Contracting State. The de- 
duction is not, however, to exceed that part of the capital tax, com- 
puted. before the deduction, which is attributable to capital which 
may be taxed in the other State. 


Article XXV — Non-Discrimination 


1. Citizens of a Contracting State, who are residents 
of the other Contracting State,.shall not be subjected 
in that other State to any taxation or any requirement 
connected therewith which is other or more burden- 
some than the taxation and connected requirements 
to which citizens of that other State in the same cir- 
cumstances are or may be subjected. 


Technical Explanation [1984]: 


Paragraphs | and 2 of Article XXV protect individual citizens of a 
Contracting State from discrimination by the other Contracting 
State in taxation matters. Paragraph 1 provides that a citizen of a 
Contracting State who is a resident of the other Contracting State 
may not be subjected in that other State to any taxation or require- 
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ment connected with taxation which is other or more burdensome 
than the taxation and connected requirements imposed on similarly 
situated citizens of the other State. 


2. Citizens of a Contracting State, who are not re- 
sidents of the other Contracting State, shall not be 
subjected in that other State to any taxation or any 
requirement connected therewith which is other or 
more burdensome than the taxation and connected 
requirements to which citizens of any third State in 
the same circumstances (including State of resi- 
dence) are or may be subjected. 


Technical Explanation [1984]: 


Paragraph 2 assures protection in a case where a citizen of a Con- 
tracting State is not a resident of the other Contracting State. Such a 
citizen may not be subjected in the other State to any taxation or 
requirement connected to taxation which is other or more burden- 
some than the taxation and connected requirements to which simi- 
larly situated citizens of any third State are subjected. The reference 
to citizens of a third State “in the same circumstances” includes 
consideration of the State of residence. Thus, pursuant to paragraph 
2, the Canadian taxation with respect to a citizen of the United 
States resident in, for example, the United Kingdom may not be 
more burdensome than the taxation of a U.K: citizen resident in the 
United Kingdom. Any benefits available to the U-K. citizen by vir- 
tue of an income tax convention between.the United Kingdom and 
Canada would be available to the U.S. citizen resident in the United 
Kingdom if he is otherwise in the same circumstances as the U.K. 
citizen. 


3. In determining the taxable income or tax payable 
of an individual who is a resident of a Contracting 
State, there shall be allowed as a deduction in respect 
of any other person who is a resident of the other 
Contracting State and who is dependent on the indi- 
vidual for support the amount that would be so al- 
lowed if that other person were a resident of the first- 
mentioned State. 


History: Para. 3 amended by 1995 Protocol, article 13(1), generally 
effective for taxation years beginning on or after January 1, 1996 
(see Art. 21(2) under “Application of the 1995 Protocol” above). 
Para. 3 formerly read: 


3. In determining the taxable income of an individual who is 
a resident of a Contracting State there shall be allowed as a 
deduction in respect of any other person who is a resident of 
the other Contracting State and who is dependent on the indi- | 
vidual for support the amount that would be so allowed if that 
other person were a resident of the first-mentioned State. 


Technical Explanation [1995 Protocol]: 


Article 13 of the Protocol amends Article XXV (Non-Discrimina- 
tion) of the Convention. Paragraph 1 of Article 13 amends para- 
graph 3 of Article XXV to conform the treaty language to a change 
in Canadian law. The paragraph is intended to allow the treatment 
of dependents under the income tax. law of a Contracting State to 
apply with respect to dependents who are residents of the other 
Contracting State. As drafted in the present Convention, the rule 
deals specifically only with deductions; the amendments made by 
the Protocol clarify that it also applies to the credits now provided 
by Canadian law. 


Technical Explanation [1984]: 


Paragraph 3 assures that, in computing taxable income, an individ- 
ual resident of a Contracting State will be entitled to the same de- 
duction for dependents resident in the other Contracting State that 
would be allowed if the dependents were residents of the individ- 
ual’s State of residence. The term “dependent” is defined in accor- 
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dance with the rules set forth in paragraph 2 of Article III (General 
Definitions). For U.S: tax purposes, paragraph. 3 does not expand 
the benefits currently available to a resident of the United States 
with a dependent resident in Canada. See Code section 152(b)(3). 


4. Where a married individual who is a resident of 
Canada and not a citizen of the United States has in- 
come that is taxable in the United States pursuant to 
Article XV (Dependent Personal Services), the 
United States tax with respect to such income shall 
not exceed such proportion of the total United States 
tax that would be payable for the taxable year if both 
the individual and his spouse were United States citi- 
zens as the individual’s taxable income determined 
without regard to this paragraph bears to the amount 
that would be the total taxable income of the individ- 
ual and his spouse. For the purposes of this 
paragraph, 


(a) the “total United States tax” shall be deter- 
mined as if all the income of the individual and 
his spouse arose in the United States; and 


(b) a deficit of the spouse shall not be taken into 
account in determining taxable income. 
Technical Explanation [1984]: 


Paragraph 4 allows a resident of Canada (not a citizen of the United 
States) to file a joint return in cases where such person earns salary, 
wages, or other similar remuneration as an employee and such in- 
come is taxable in the United States under the Convention. Para- 
graph 4 does not apply where the resident of Canada earns wages 
which are exempt in the United States under Article XV (Dependent 
Personal Services) or earns only income taxable by the United 
States under provisions of the Convention other than Article XV. 


The benefit provided by paragraph 4 is available regardless of the 
residence of the taxpayer’s spouse. It is limited, however, by. a 
formula designed to ensure that the benefit is available solely with 
respect to persons whose U.S. source income is entirely, or almost 
entirely, wage income. The formula limits the United States tax 
with respect to wage income to that portion of the total U.S. tax that 
would be payable for the taxable year if both the individual and his 
spouse were United States citizens as the individual’s taxable in- 
come (determined without any of the benefits made available by 
paragraph 4, such as the standard deduction) bears to the total taxa- 
ble income of the individual and his spouse. The term “total United 

States tax” used in the formula is total United States tax, without 

regard to any foreign tax credits, as provided in subparagraph 4(a). 

(Foreign income taxes may, however, be claimed as deductions in 

computing taxable income, to the extent allowed by the Code.) In 

determining total taxable income of the individual and his spouse, 
the benefits made available by paragraph 4 are taken into account, 
but a deficit of the spouse is not. 

The following example illustrates the application of paragraph 4. 
A, a Canadian citizen and resident, is married to B who is also a 
Canadian citizen and resident. A earns $12,000 of wages taxa- 
ble in the U.S. under Article XV (Dependent Personal Services) 

_ and $2,000 of wages taxable only in Canada. B earns $1,000 of 
U.S. source dividend income, taxed by the United States at 15 
percent pursuant to Article X (Dividends). B also earns $2,000 
of wages taxable only in Canada. A’s taxable income for US. 
purposes, determined without regard to paragraph 4, is $11,700 
($12,000 - $2,000 (Code sections 151(b) and 873(b)(3)) + 
$1,700 (Code section 63)). The U.S. tax (Code section 1(d)) 
with respect to such income is $2,084.50. The total U.S. tax 
payable by A and B if both were U.S. citizens and all their in- 
come arose in the United States would be $2,013 under Code 
section I(a) on taxable income of $14,800 ($17,000 - $200 
(Code section 116) -- $2,000 (Code section 151)). Pursuant to 
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paragraph 4, the U.S. tax imposed on A’s wages from U.S. 
sources is limited to $1,591.36 ($11,700/$14,800 x $2,013). B’s 
U.S. tax liability with respect to the U.S. source dividends re- 
mains $150. 


The provisions of paragraph 4 may be elected on a year-by-year ba- 
sis. They are purely computational and do not make either or both 
spouses residents of the United States for the purpose of other U.S. 
income tax conventions. The rules relating to the election provided 
by U.S. law under Code section 6013(g) (see section 1.6013-6 of 
the Treasury Regulations) do not apply to the election described in 
this paragraph. 


5. Any company which is a resident of a Contracting 
State, the capital of which is wholly or partly owned 
or controlled, directly or indirectly, by one or more 
residents of the other Contracting State, shall not be 
subjected in the first-mentioned State to any taxation 
or any requirement connected therewith which is 
other or more burdensome than the taxation and con- 
nected requirements to which other similar compa- 
nies of the first-mentioned State, the capital of which 
is wholly or partly owned or controlled, directly or 
indirectly, by one or more residents of a third State, 
are or may be subjected. 


Technical Explanation [1984]: 


Paragraph 5 protects against discrimination in a case where the cap- 
ital of a company which is a resident of one Contracting State 1s 
wholly or partly owned or controlled, directly or indirectly, by one 
or more residents of the other Contracting State. Such a company 
shall not be subjected in the State of which it is a resident to any 
taxation or requirement connected therewith which is other or more 
burdensome than the taxation and connected requirements to. which 
are subjected other similar companies which are residents of that 
State but whose capital is wholly or partly owned or controlled, di- 
rectly or indirectly, by one or more residents of a third State. 


6. Notwithstanding the provisions of Article XXIV 
(Elimination of Double Taxation), the taxation on a 
permanent establishment which a resident of a Con- 
tracting State has in the other Contracting State shall 
not be less favourably levied in the other State than 
the taxation levied on residents of the other State 
carrying on the same activities. This paragraph shall 
not be construed as obliging a Contracting State: 


(a) to grant to a resident of the other Contracting 
State any personal allowances, reliefs and reduc- 
tions for taxation purposes on account of civil 
status or family responsibilities which it grants to 
its own residents; or 


(b) to grant to a company which is a resident of 
the other Contracting State the same tax relief 
that it provides to a company which is a resident 
of the first-mentioned State with respect to divi- 
dends received by it from a company. 
History: Para. 6 amended by 1983 Protocol, article XII. 
Technical Explanation [1984]: 
Paragraph 6 protects against discrimination in the case of a perma- 
nent establishment which a resident of one Contracting State has in 
the other Contracting State. The taxation of such a permanent estab- 
lishment by the other Contracting State shall not be less favorable 
than the taxation of residents of that other State carrying on the 
same activities. The paragraph specifically overrides the provisions 
of Article XXIV (Elimination of Double Taxation), thus ensuring 
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that permanent establishments will be entitled to relief from double 
taxation on a basis comparable to the relief afforded. to similarly 
situated residents. Paragraph 6 does not oblige a,Contracting State 
to grant to a resident of the other Contracting State any personal 
allowances, reliefs, and reductions for taxation purposes on account 
of civil status or family responsibilities which it grants to its own 
residents. In addition, paragraph 6 does not require a Contracting 
State to grant to a company which is a resident of the other Con- 
tracting State the same tax relief that it grants to companies which 
are resident in the first-mentioned State with respect to intercorpo- 
rate dividends. This provision is merely clarifying in nature, since 
neither the United States nor Canada would interpret paragraph 6 to 
provide for granting the same relief in the absence of a specific de- 
nial thereof. The principles of paragraph 6 would apply with respect 
to a fixed base as well as a permanent establishment. Paragraph 6 
does. not, however, override the provisions of Code section 906. 


7. Except where the provisions of paragraph | of Ar- 
ticle [IX (Related Persons), paragraph 7 of Article XI 
(Interest) or paragraph 7 of Article XII (Royalties) 
apply, interest, royalties and other disbursements 
paid by a resident of a Contracting State to a resident 
of the other Contracting State shall, for the purposes 
of determining the taxable profits of the first-men- 
tioned resident, be deductible under the same condi- 
tions as if they had been paid to a resident of the 
first-mentioned State. Similarly, any debts of a resi- 
dent of a Contracting State to a resident of the other 
Contracting State shall, for the purposes of determin- 
ing the taxable capital of the first-mentioned resi- 
dent, be deductible under the same conditions as if 
they had been contracted to a resident of the first- 
mentioned State. 


Technical Explanation [1984]: 


Paragraph 7 concerns the right of a resident of a Contracting State 
to claim deductions for purposes of computing taxable profits in the 
case of disbursements made to a resident of the other Contracting 
State. Such disbursements shall be deductible under the same condi- 
tions as if they had been made to a resident of the first-mentioned 
State. Thus, this paragraph does not require Canada to permit a de- 
duction to a Canadian trust for disbursements made to a non-resi- 
dent beneficiary out of income derived from a business in Canada or 
Canadian real property; granting such a deduction would result in 
complete exemption by Canada of such income and would put Ca- 
nadian trusts with non-resident beneficiaries in a better position than 
if they had resident beneficiaries. These provisions do not apply to 
amounts to which paragraph 1| of Article [X (Related Persons), para- 
graph 7 of Article XI (Interest), or paragraph 7 of Article XII (Roy- 
alties) apply. Paragraph 7 of Article XXV_ also provides that, for 
purposes of determining the taxable capital of a resident of a Con- 
tracting State, any debts of such person to a resident of the other 
Contracting State shall be deductible under the same conditions as if 
they had been contracted to a resident of the. first-mentioned State. 
This portion of paragraph 7 relates to Article XXIII (Capital). 


8. The provisions of paragraph 7 shall not affect the 
operation of any provision of the taxation laws of a 
Contracting State: 


(a) relating to the deductibility of interest and 
which is in force on the date of signature of this 
Convention (including any subsequent modifica- 
tion of such provisions that.does not change the 
general nature thereof); or 


(b) adopted after such date by a Contracting State 
and which is designed to ensure that a person 
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who is not a resident of that State does not enjoy, 
under the laws of that State, a tax treatment that 
is more favorable than that enjoyed by residents 
of that State. 


Related Provisions: ITA 18(4) — Thin capitalization rule. 
Technical Explanation [1984]: 


Paragraph 8 provides that, notwithstanding the provisions of para- 
graph 7, a Contracting State may enforce the provisions of its taxa- 
tion laws relating to the deductibility of interest, in force on Sep- 
tember 26, 1980, or as modified subsequent to that date in a manner 
that does not change the general nature of the provisions in force on 
September 26, 1980; or which are adopted after September 26, 
1980, and are designed to ensure that non-residents do not enjoy a 
more favorable tax treatment under the taxation laws of that State 
than that enjoyed by residents. Thus Canada may continue to limit 
the deductions for interest paid to certain non-residents as provided 
in section 18(4) of Part I of the Income Tax Act. 


9. Expenses incurred by a citizen or resident of a 
Contracting State with respect to any convention (in- 
cluding any seminar, meeting, congress or other 
function of a similar nature) held in the other Con- 
tracting State shall, for the purposes of taxation in 
the first-mentioned State, be deductible to the same 
extent that such expenses would be deductible if the 
convention were held in the first-mentioned State. 


Technical Explanation [1984]: 


Paragraph 9 provides that expenses incurred by citizens or residents 
of a Contracting State with respect to any convention, including any 
seminar, meeting, congress, or other function of similar nature, held 
in the other Contracting State, are deductible for purposes of taxa- 
tion in the first-mentioned State to the same extent that such ex- 
penses would be deductible if the convention were held in that first- 
mentioned State. Thus, for U.S. income tax purposes an individual 


‘who is a citizen or resident of the United States and who attends a 


convention held in Canada may claim deductions for expenses in- 
curred in connection with such convention without regard to the 
provisions of Code section 274(h). Section 274(h) imposes special 
restrictions on the deductibility of expenses incurred in connection 
with foreign conventions. A claim for a deduction for such an ex- 
pense remains subject, in all events, to the provisions of U.S. law 
with respect to the deductibility of convention expenses generally 
(e.g., Code sections 162 and 212). Similarly, in the case of a citizen 
or resident of Canada attending a convention in the United States, 
paragraph 9 requires Canada to allow a deduction for expenses re- 
lating to such convention as if the convention had taken place in 
Canada. 


Interpretation Bulletins: IT-131R2: Convention expenses. 


10. Notwithstanding the provisions of Article II 
(Taxes Covered), this Article shall apply to all taxes 
imposed by a Contracting State. 


History: Para. 10 amended by 1995 Protocol, article 13(2), gener- 
ally effective for taxation years beginning on or after January 1, 
1996 (see Art. 21(2) under “Application of the 1995. Protocol” 
above). Para. 10 formerly read: 


10. Notwithstanding the provisions of Article Il (Taxes Cov- 
ered), this Article shall apply: 


(a) in the case of Canada, to all taxes imposed under the 
Income Tax Act; and 


(b) in the case of the United States, to all taxes imposed 
under the Internal Revenue Code. 
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Technicai Explanation [1995 Protocol]: 


Paragraph 2 of Articlé 13 of the Protocol amends paragraph 10 of 
Article XXV of the Convention to. broaden the scope of the non- 
discrimination protection provided by the Convention. As amended, 
Article XXV will apply to all taxes imposed by a Contracting State. 
Under the present Convention, non-discrimination protection is lim- 
ited in the case of Canadian taxes to taxes imposed under the Jn- 
come Tax Act. As amended by the Protocol, non-discrimination pro- 
tection will extend, for example, to the Canadian goods and services 
tax and other Canadian excise taxes. 


Technical Explanation [1984]: 


Paragraph 10 provides that, notwithstanding the provisions of Arti- 
cle II (Taxes Covered), the provisions of Article XXV apply in the 
case of Canada to all taxes imposed under the Income Tax Act, and, 
in the case of the United States, to all taxes imposed under the 
Code. Article XXV does not apply to taxes imposed by political 
subdivisions or local authorities of Canada or the United States. 
Article XXV substantially broadens the protection against discrimi- 
nation provided by the 1942 Convention, which contains only one 
provision dealing specifically with this subject. That provision, par- 
agraph 11 of the Protocol to the 1942 Convention, states that citi- 
zens of one of the Contracting States residing within the other Con- 
tracting State are not to be subjected to the payment of more 
burdensome taxes than the citizens of the other State. 


The benefits of Article XXV may affect the tax liability of a U.S. 
citizen or resident with respect to the United States. See paragraphs 
2 and 3 of Article XXIX (Miscellaneous. Rules). 


Article XXVI — Mutual Agreement 
Procedure ~ | 


1. Where a person considers that the actions of one 
or both of the Contracting States result or will result 
for him in taxation not in accordance with the provi- 
sions of this Convention, he may, irrespective of the 
remedies provided by the domestic law of those 
States, present his case in writing to the competent 
authority of the Contracting State of which he is a 
resident or, if he is a resident of neither Contracting 
State, of which he is a national. 


Technical Explanation [1984]: 


Paragraph | provides that where a person considers. that the actions 
of one or both of the Contracting States will result in taxation not in 
accordance with the Convention, he may present his case in writing 
to the competent authority of the Contracting State of which he is a 
resident or, if he is a resident of neither Contracting State, of which 
he is a national. Thus, a resident of Canada must present to the Min- 
ister of National Revenue (or his authorized representative) any 
claim that such resident is being subjected to taxation contrary to 
the Convention. A person who requests assistance from the compe- 
tent authority may also avail himself of any remedies available 
under domestic laws. 


2. The competent authority of the Contracting State 
to which the case has been presented shall endeavor, 
if the objection appears to it to be justified and if it is 
not itself able to arrive at a satisfactory solution, to 
resolve the case by mutual agreement with the com- 
petent authority of the other Contracting State, with 
a view to the avoidance of taxation which is not in 
accordance with the Convention. Except where the 
provisions of Article IX (Related Persons) apply, any 
agreement reached shall be implemented notwith- 
standing any time or other procedural limitations in 


Art. XXVI 


the domestic law of the Contracting States, provided 
that the competent authority of the other Contracting 
State has received notification that such a case exists 
within six years from the end of the taxable year to 
which the case relates. 


Technical Explanation [1984]: 


Paragraph 2 provides that the competent authority of the Con- 
tracting State to which the case is presented. shall endeavor to re- 
solve the case by mutual agreement with the competent authority of 
the other Contracting State, unless he believes that the objection is 
not justified or he is able to arrive at a satisfactory unilateral solu- 
tion. Any agreement reached between the competent authorities of 
Canada and the United States shall be implemented notwithstanding 
any time or other procedural limitations in the domestic laws of the 
Contracting States, except where the special mutual agreement pro- 
visions of Article [IX (Related Persons) apply, provided that the 
competent authority of the Contracting State asked to waive its do- 
mestic time or procedural limitations has received written notifica- 
tion that such a case exists within six years from the end of the taxa- 
ble year in the first-mentioned State to which the case relates. The 
notification may be given by the competent authority of the first- 
mentioned State, the taxpayer who has requested the competent au- 
thority to take action, or a person related to the taxpayer. Unlike 
Article IX, Article XXVI does not require the competent authority 
of a Contracting State to grant unilateral relief to avoid double taxa- 
tion in a case where timely notification is not given to the compe- 
tent authority of the other Contracting State. Such unilateral relief 
may, however, be granted by the competent authority in its discre- 
tion pursuant to the provisions of Article XXVI and in order to 
achieve the purposes of the Convention. In a case where the provi- 
sions of Article IX apply, the provisions of paragraphs 3, 4, and 5 of 
that Article are controlling with respect to adjustments and corre- 
sponding adjustments of income, loss, or tax and the effect of the 
Convention upon time or procedural limitations of domestic law. 
Thus, if relief is not available under Article IX because of fraud, the 
provisions of paragraph 2 or Article XX VI do not independently au- 
thorize such relief. 


3. The competent authorities of the Contracting 
States shall endeavor to resolve by mutual agreement 
any difficulties or doubts arising as to the interpreta- 
tion or application of the Convention. In particular, 
the competent authorities of the Contracting States 
may agree: 

(a) to the same attribution of profits to a resident 

of a Contracting State and its permanent estab- 

lishment situated in the other Contracting State; 


(b) to the. same allocation of income, deductions, 
credits or allowances between persons; 


(c) to the same determination of the source, and 
the same characterization, of particular items of 
income; 

(d) to a common meaning of any term used in the 
Convention; 


(e) to the elimination of double taxation with re- 
spect to income distributed by an estate or trust, 


(f) to the elimination of double taxation with re- 
spect to a partnership; : 


(g) to provide relief from double taxation result- 
ing from the application of the estate tax imposed 
by the United States or the Canadian tax as a re- 
sult of a distribution or disposition of property by 
a trust that is a qualified domestic trust within the 
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meaning of section 2056A of the Jnternal Reve- 
nue Code, or is described in subsection 70(6) of 
the Income Tax Act or is treated as such under 
paragraph 5 of Article XXIX B (Taxes Imposed 
by Reason of Death), in cases where no relief is 
otherwise available; or 


(h) to increases in any dollar amounts referred to 
in the Convention to reflect monetary or eco- 
nomic developments. 


They may also consult together for the elimination of 
double taxation in cases not provided for in the 
Convention. 


Related Provisions: Art. II:2(b)(iv) — Application to U.S. estate 
taxes. 


History: Subpara. 3(g) renumbered as 3(h) and subpara. (g) added 
by 1995 Protocol, article 14(1), generally effective for taxation 
years beginning on or after January 1, 1997 (see Art. 21(2) under 
“Application of the 1995 Protocol” above). 


Technical Explanation [1995 Protocol]: 


Article 14 of the Protocol makes two changes to Article XX VI (Mu- 
tual Agreement Procedure) of the Convention. First, it adds a new 
subparagraph 3(g) specifically authorizing the competent authorities 
to provide relief from double taxation in certain cases involving the 
distribution or disposition of property by a U.S. qualified domestic 
trust or a Canadian spousal trust, where relief is not otherwise 
available. 


Technical Explanation [1984]: 


Paragraph 3 provides that the competent authorities of the Con- 
tracting States shall endeavor to resolve by mutual agreement any 
difficulties or doubts arising as to the interpretation or application of 
the Convention. In particular, the competent authorities may agree 
to the same attribution of profits to a resident of a Contracting State 
and its permanent establishment in the other Contracting State; the 
same allocation of income, deductions, credits, or allowances be- 
tween persons; the same determination of the source of income; the 
same characterization of particular items of income; a common 
meaning of any term used in the Convention; rules, guidelines, or 
procedures for the elimination of double taxation with respect to in- 
come distributed by an estate or trust, or with respect to a partner- 
ship; or to increase any dollar amounts referred to in the Convention 
to reflect monetary or economic developments. The competent au- 
thorities may also consult and reach agreements on rules, guide- 
lines, or procedures for the elimination of double taxation in cases 
not provided for in the Convention. 


The list of subjects of potential mutual agreement in paragraph 3 is 
not exhaustive; it merely illustrates the principles set forth in the 
paragraph. As in the case of other U.S. tax conventions, agreement 
can be arrived at in the context of determining the tax liability of a 
specific person or in establishing rules, guidelines, and procedures 
that will apply generally under the Convention to resolve issues for 
classes of taxpayers. It is contemplated that paragraph 3 could be 
utilized by the competent authorities, for example, to resolve con- 
flicts between the domestic laws of Canada and the United States 
with respect to the allocation and apportionment of deductions. 


4. Each of the Contracting States will endeavor to 
collect on behalf of the other Contracting State such 
amounts as may be necessary to ensure that relief 
granted by the Convention from taxation imposed by 
that other State does not enure to the benefit of per- 
sons not entitled thereto. However, nothing in this 
paragraph shall be construed as imposing on either 
of the Contracting States the obligation to carry out 
administrative measures of a different nature from 
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those used in the collection of its own tax or which 
would be contrary to its public policy (ordre public). 


Technical Explanation [1984]: 


Paragraph 4 provides that each Contracting State will endeavor to 
collect on behalf of the other State such amounts as may be neces- 
sary to ensure that relief granted by the Convention from taxation 
imposed by the other State does not enure to the benefit of persons 
not entitled to such relief. Paragraph 4 does not oblige either Con- 
tracting State to carry out administrative measures of a different na- 
ture from those that would be used by Canada or the United States 
in the collection of its own tax or which would be contrary to its 
public policy. 


5. The competent authorities of the Contracting 
States may communicate with each other directly for 
the purpose of reaching an agreement in the sense of 
the preceding paragraphs. 


Technical Explanation [1984]: 


Paragraph 5 confirms that the competent authorities of Canada and 
the United States may communicate with each other directly for the 
purpose of reaching agreement in the sense of paragraphs | through 
4. 


6. If any difficulty or doubt arising as to the interpre- 
tation or application of the Convention cannot be re- 
solved by the competent authorities pursuant to the 
preceding paragraphs of this Article, the case may, if 
both competent authorities and the taxpayer agree, 
be submitted for arbitration, provided that the tax- 
payer agrees in writing to be bound by the decision 
of the arbitration board, The decision of the arbitra- 
tion board in a particular case shal] be binding on 
both States with respect to that case. The procedures 
shall be established in an exchange of notes between 
the Contracting States. The provisions of this para- 
graph shall have effect after the Contracting States 
have so agreed through the exchange of notes. 


History: Para. 6 added by 1995 Protocol, article 14(2), generally 
effective for taxation years beginning on or after January |, 1996 
(see article 21(2) reproduced under “Application of the Provisions 
of the Protocol” above). 


Technical Explanation [1995 Protocol]: 


Article 14 also adds a new paragraph 6 to Article XX VI (Mutual 
Agreement Procedure), Paragraph 6 provides for a voluntary arbi- 
tration procedure, to be implemented only upon the exchange of 
diplomatic notes between the United States and Canada, Similar 
provisions are found in the recent U.S. treaties with the Federal Re- 
public of Germany, the Netherlands, and Mexico, Paragraph 6 pro- 
vides that where the competent authorities have been unable, pursu- 
ant to the other provisions of Article XXVI, to resolve a 
disagreement regarding the interpretation or application of the Con- 
vention, the disagreement may, with the consent of the taxpayer and 
both competent authorities, be submitted for arbitration, provided 
the taxpayer agrees in writing to be bound by the decision of the 
arbitration board. Nothing in the provision requires that any case be 
submitted for arbitration. However, if a case is submitted to an arbi- 
tration board, the board’s decision in that case will be binding on 
both Contracting States and on the taxpayer with respect to that 
case. 


The United States was reluctant to implement an arbitravon proce- 
dure until there has been an opportunity to evaluate the process in 
practice under other agreements that allow for arbitration, particu- 
larly the U.S.-Germany Convention. It was agreed, therefore, as 
specified in paragraph 6, that the provisions of the Convention call- 
ing for an arbitration procedure will not take effect unul the two 
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Contracting States have agreed through an exchange of diplomatic 
notes to do so. This is similar to the approach taken with the Nether- 
lands and Mexico. Paragraph 6 also provides that the procedures to 
be followed in applying arbitration will be agreed through an ex- 
change of notes by the Contracting States. It is expected that such 
procedures will ensure that arbitration will not generally be availa- 
ble where matters of either State’s tax policy or domestic law are 
involved. 


Paragraph 2 of Article 20 of the Protocol provides that the appropri- 
ate authorities of the Contracting State will consult after three years 
following entry into force of the Protocol to determine whether the 
diplomatic notes implementing the arbitration procedure should be 
exchanged. 


Related Provisions: ITA 115.1 — Competent authority 
agreements. ‘ . 


Information Circulars: 71-17R4: Requests for competent author- 
ity consideration under mutual agreement procedures in income tax 
conventions. 


Article XXVI A — Assistance in 
Collection 


1. The Contracting States undertake to lend assis- 
tance to each other in the collection of taxes referred 
to in paragraph 9, together with interest, costs, addi- 
tions to such taxes and civil penalties, referred to in 
this Article as a “revenue claim”. 


Technical Explanation [1995 Protocol]: 


Article 15 of the Protocol adds to the Convention a new Article 
XXVI A (Assistance in Collection). Collection assistance provi- 
sions are included in several other U.S. income tax treaties, includ- 
ing the recent treaty with the Netherlands, and in many U.S. estate 
tax treaties. U.S. negotiators initially raised with Canada the possi- 
bility of including collection assistance provisions in the Protocol, 
because the Internal Revenue Service has claims pending against 
persons in Canada that would be subject to collection under these 
provisions. However, the ultimate decision of the U.S. and Cana- 
dian negotiators to add the collection assistance article was attribu- 
table to the confluence of several unusual factors. 


Of critical importance was the similarity between the laws of the 
United States and Canada. The Internal Revenue Service, the Justice 
Department, and other U.S. negotiators were reassured by the close 
similarity of the legal and procedural protections afforded by the 
Contracting States to their citizens and residents and by the fact that 
these protections apply to the tax collection procedures used by 
each State. In addition, the U.S. negotiators were confident, given 
their extensive experience in working with their Canadian counter- 
parts, that the agreed procedures could be administered appropri- 
ately, effectively, and efficiently. Finally, given the close coopera- 
tion already developed between the United States and Canada in the 
exchange of tax information, the U.S. and Canadian negotiators 
concluded that the potential benefits to both countries of obtaining 
such assistance would be immediate and substantial and would far 
outweigh any cost involved. 


Under paragraph 1 of Article XXVI A, each Contracting State 
agrees, subject to the exercise of its discretion and to the conditions 
explicitly provided later in the Article, to lend assistance and sup- 
port to the other in the collection of revenue claims. The term “reve- 
nue claim” is defined in paragraph | to include all taxes referred to 
in paragraph 9 of the Article, as well as interest, costs, additions to 
such taxes, and civil penalties. Paragraph 9 provides that, notwith- 
standing the provisions of Article If (Taxes Covered) of the Con- 
vention, Article XXVI A shall apply to all categories of taxes col- 
lected by or on behalf of the Government of a Contracting State. 


Art. XXVIA 


2. An application for assistance in the collection of a 
revenue claim shall include a certification by the 
competent authority of the applicant State that, under 
the laws of that State, the revenue claim has been 
finally determined. For the purposes of this Article, a 
revenue claim is finally determined when the appli- 
cant State has the right under its internal law to col- 
lect the revenue claim and all administrative and ju- 
dicial rights of the taxpayer to restrain collection in 
the applicant State have lapsed or been exhausted. 


Technical Explanation [1995 Protocol]: 


Paragraph 2 of the Article requires the Contracting State applying 
for collection assistance (the “applicant State”) to certify that the 
revenue claim for which collection assistance is sought has been “fi- 
nally determined.” A revenue claim has been finally determined 
when the applicant State has the right under its internal law to col- 
lect the revenue claim and all administrative and judicial rights of 
the taxpayer to restrain collection in the applicant State have lapsed 
or been exhausted. 


3. A revenue claim of the applicant State that has 
been finally determined may be accepted for collec- 
tion by the competent authority of the requested 
State and, subject to the provisions of paragraph 7, if 
accepted shall be collected by the requested State as 
though such revenue claim were the requested 
State’s own revenue claim finally determined in ac- 
cordance with the laws applicable to the collection of 
the requested State’s own taxes. 


Technical Explanation [1995 Protocol]: 


Paragraph 3 of the Article clarifies that the Contracting State from 
which assistance was requested (the “requested State”) has discre- 
tion as to whether to accept a particular application for collection 
assistance. However, if the application for assistance is accepted, 
paragraph 3 requires that the requested State grant assistance under 
its existing procedures as though the claim were the requested 
State’s own revenue claim finally determined under the laws of that 
State. This obligation under paragraph 3 is limited by paragraph 7 
of the Article, which provides that, although generally treated asa 
revenue claim of the requested State, a claim for which collection 
assistance is granted shall not have any: priority accorded to the rev- 
enue claims of the requested State. 


4. Where an application for collection of a revenue 
claim in respect of a taxpayer is accepted 


(a) by the United States, the revenue claim shall 
be treated by the United States as an assessment 
under United States laws against the taxpayer as 
of the time the application is received; and 


(b) by Canada, the revenue claim shall be treated 
by Canada as an amount payable under the /n- 
come Tax Act, the collection of which is not sub- 
ject to any restriction. 


Technical Explanation [1995 Protocol]: 


Paragraph 4 of Article XXVI A provides that, when the United 
States accepts a request for assistance in collection, the claim will 
be treated by the United States as an assessment as of the time the 
application was received. Similarly, when Canada accepts a request, 
a revenue claim shall be treated as an amount payable under the 
Income Tax Act, the collection of which is not subject to any 
restriction. 
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5. Nothing in this Article shall be construed as creat- 
ing or providing any rights of administrative or judi- 
cial review of the applicant: State’s finally deter- 
mined revenue claim by the requested State, based 
on any such rights that may be available under the 
laws of either Contracting State. If, at any time pend- 
ing execution of a request for assistance under this 
Article, the applicant State loses the right under its 
internal law to collect the revenue claim, the compe- 
tent authority of the applicant State shall promptly 
withdraw the request for assistance in collection. 


Technical Explanation [1995 Protocol]: 


Paragraph 5 of the Article provides that nothing in Article XXVI A 
shall be construed as creating in the requested State any rights of 
administrative or judicial review of the applicant State’s finally de- 
termined revenue claim. Thus, when an application for collection 
assistance has been accepted, the substantive validity of the appli- 
cant State’s revenue claim cannot be challenged in an action in the 
requested State. Paragraph 5 furthers provides, however, that if the 
applicant State’s revenue claim ceases to be finally determined, the 
applicant State is obligated to withdraw promptly any request that 
had been based on that claim. 


6. Subject to this paragraph, amounts collected by 
the requested State pursuant to this Article shall be 
forwarded to the competent authority of the appli- 
cant State. Unless the competent authorities of the 
Contracting States otherwise agree, the ordinary 
costs incurred in providing collection assistance shall 
be borne by the requested State and any extraordi- 
nary costs so incurred shall be borne by the applicant 
State. 


Technical Explanation [1995 Protocol]: 


Paragraph 6 provides that, as a general rule, the requested State is to 
forward the entire amount collected to the competent authority of 
the applicant State. The ordinary costs incurred in providing collec- 
tion assistance will normally be borne by the requested State and 
only extraordinary costs will be borne by the applicant State. The 
application of this paragraph, including rules specifying which col- 
lection costs are to be borne by each State and the time and manner 
of payment of the amounts collected, will be agreed upon by the 
competent authorities, as provided for in paragraph 11. 


7. A revenue claim of an applicant State accepted for 
collection shall not have in the requested State any 
priority accorded to the revenue claims of the re- 
quested State. 


8. No assistance shall be provided under this Article 
for a revenue claim in respect of a taxpayer to the 
extent that the taxpayer can demonstrate that 


(a) where the taxpayer is an individual, the reve- 
nue claim relates to a taxable period in which the 
taxpayer was a citizen of the requested State, and 


(b) where the taxpayer is an entity that is a com- 
pany, estate or trust, the revenue claim relates to 
a taxable period in which the taxpayer derived its 
status as such an entity from the laws in force in 
the requested State. 


Technical Explanation [1995 Protocol]: 


Paragraph 8 provides that no assistance is to be given under this 
Article for a claim in respect of an individual taxpayer, to the extent 
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that the taxpayer can demonstrate that he was a citizen of the re- 
quested State during the taxable period to which the revenue claim 
relates. Similarly, in the case of a company, estate, or trust, no assis- 
tance is to be given to the extent that the entity can demonstrate that 
it derived its status as such under the laws in force in the requested 
State during the taxable period to which the claim relates. 


9. Notwithstanding the provisions of Article I 
(Taxes Covered), the provisions of this Article shall 
apply to all categories of taxes collected by or on be- 
half of the Government of a Contracting State. 


10. Nothing in this Article shall be construed as: 


(a) limiting the assistance provided for in para- 
graph 4 of Article XXVI (Mutual Agreement 
Procedure); or 


(b) imposing on either Contracting State the obli- 
gation to carry out administrative measures of a 
different nature from those used in the collection 
of its own taxes or that would be contrary to its 
public policy (ordre public). 
Technical Explanation [1995 Protocol]: 
Subparagraph (a) of paragraph 10 clarifies that Article XXVI A 
supplements the provisions of paragraph 4 of Article XX VI (Mutual 
Agreement Procedure). The Mutual Agreement Procedure pata- 
graph, which is more common in U.S. tax treaties, provides for col- 
lection assistance in cases in which a Contracting State seeks assis- 
tance in reclaiming treaty benefits that have been granted to a 
person that is not entitled to those benefits. Subparagraph (b) of par- 
agraph 10 makes clear that nothing in Article XXVI A can require a 
Contracting State to carry out administrative measures of a different 
nature from those used in the collection of its own taxes, or that 
would be contrary to its public policy (ordre public). 


11. The competent authorities of the Contracting 
States shall agree upon the mode of application of 
this Article, including agreement to ensure compara- 
ble levels of assistance to each of the Contracting 
States. 


Technical Explanation [1995 Protocol]: 


Paragraph 11 requires the competent authorities to agree upon the 
mode of application of Article XXVI A, including agreement to en- 
sure comparable levels of assistance to each of the Contracting 
States. 


Paragraph 3 of Article 21 of the Protocol allows collection assis- 
tance under Article XXVI A to be sought for revenue claims that 
have been finally determined at any time within the 10 years pre- 
ceding the date on which the Protocol enters into force. 


History [Art. XXVI A]: Art. XXVI A added by 1995 Protocol, 
article 15, effective for revenue claims finally determined after No- 
vember 9, 1985 (see Art. 21(3) under “Application of the 1995 Pro- 
tocol” above). 


Article XXVII — Exchange of 
Information 


1. The competent authorities of the Contracting 
States shall exchange such information as is relevant 
for carrying out the provisions of this Convention or 
of the domestic laws of the Contracting States con- 
cerning taxes to which the Convention applies inso- 
far as the taxation thereunder is not contrary to the 
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Convention. The exchange of information is not re- 
stricted by Article I (Personal Scope). Any informa- 
tion received by a Contracting State shall be treated 
as secret in the same manner as information obtained 
under the taxation laws of that State and shall be dis- 
closed only to persons or authorities (including 
courts and administrative bodies) involved in the as- 
sessment or collection of, the administration and en- 
forcement in respect of, or the determination of ap- 
peals in relation to the taxes to which the Convention 
applies or, notwithstanding paragraph 4, in relation 
to taxes imposed by a political subdivision or local 
authority of a Contracting State that are substantially 
similar to the taxes covered by the Convention under 
Article If (Taxes Covered). Such persons or authori- 
ties shall use the information only for such purposes. 
They may disclose the information in public court 
proceedings or in judicial decisions. The competent 
authorities may release to an arbitration board estab- 
lished pursuant to paragraph 6 of Article XX VI (Mu- 
tual Agreement Procedure) such information as is 
necessary for carrying out the arbitration procedure; 
the members of the arbitration board shall be subject 
to the limitations on disclosure described in thi 

Article. 


Related Provisions: Reg. 203 — Information return where per- 
son in Canada receives income from source in the U.S. on behalf of 
a person outside Canada. 


History: Para. 1 amended by 1995 Protocol, article 16(1), generally 
effective with respect to taxable years begining on or after January 
1, 1996 (see Art. 21(2) under “Application of the 1995 Protocol” 
above). Para. 1 formerly read: 


1. The competent authorities of the Contracting States shall 
exchange such information as is necessary for carrying out 
the provisions of this Convention or of the domestic laws of 
the Contracting States concerning taxes covered by the Con- 
vention insofar as the taxation thereunder is not contrary to 
the Convention. The exchange of information is not restricted 
by Article I (Personal Scope). Any information received by a 
Contracting State shall be treated as secret in the same man-" 
ner as information obtained under the taxation laws of that 
State and shall be disclosed only to persons or authorities (in- 
cluding courts and administrative bodies) involved in the as- 
sessment or collection of, the administration and enforcement 
in respect of, or the determination of appeals in relation to, 
the taxes covered by the Conyention. Such persons or author- 
ities shall use the information only for such purposes. They 
may disclose the information in public court proceedings or 
in judicial decisions. 


Technical Explanation [1995 Protocol]: 


Article 16 of the Protocol amends Article XX VII (Exchange of In- 
formation) of the Convention. Paragraph 1 of Article 16 amends 
paragraph 1 of Article XX VII. The first change is a wording change 
to make it clear that information must be exchanged if it is “rele- 
vant” for carrying out the provisions of the Convention or of the 
domestic laws of the Contracting States, even if it is not “neces- 
sary.” Neither the United States nor Canada views this as a substan- 
tive change. The second amendment merely conforms the language 
of the paragraph to the language of Article IT (Taxes Covered), as 
amended, by referring to the taxes “to which the Convention ap- 
plies” rather than to the taxes “covered by the Convention.” 


The Protocol further amends paragraph | to allow a Contracting 
State to provide information received from the other Contracting 
State to its states, provinces, or local authorities, if it relates to a tax 
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imposed by that state, province, or local authority that 1s substan- 
tially similar to a national-level tax covered under Article II (Taxes 
Covered). However, this provision does not authorize a Contracting 
State to request information on behalf of a state, province, or local 
authority. The Protocol also amends paragraph | to authorize the 
competent authorities to release information to any arbitration panel 
that may be established under the provisions of new paragraph 6 of 
Article XXVI (Mutual Agreement Procedure). Any information 
provided to a state, province, or local authority or to an arbitration 
panel is subject to the same use and disclosure provisions as is in- 
formation received by the national Governments and used for their 
purposes. 


Technical Explanation [1984]: 


Paragraph 1 authorizes the competent authorities to exchange the 
information necessary for carrying out the provisions of the Con- 
vention or the domestic laws of Canada and the United States con- 
cerning taxes covered by the Convention, insofar as the taxation 
under those domestic laws is not contrary to the Convention. The 
authority to exchange information granted by paragraph 1 is not re- 


stricted by Article I (Personal Scope), and thus need not relate 


solely to persons otherwise covered by the Convention. It is con- 
templated that Article XX VII will be utilized by the competent au- 
thorities to exchange information upon request, routinely, and 
spontaneously. 


Any information received by a Contracting State pursuant to the 
Convention is to be treated as secret in the same manner as informa- 
tion obtained under the taxation laws of that State. Such information 
shall be disclosed only to persons or authorities, including courts 
and administrative bodies, involved in the assessment or collection 
of, the administration and enforcement in respect of, or the determi- 
nation of appeals in relation to, the taxes covered by the Convention 
and the information may be used by such persons only for such pur- 
poses. (In accordance with paragraph 4, for the purposes of this Ar- 
ticle the Convention applies to a broader range of taxes than those 
covered specifically by Article If (Taxes Covered).) 


In specific cases a competent authority providing information may, 
pursuant to paragraph 3, impose such other conditions on the use of 
information as are necessary. Although the information received by 
persons described in paragraph | is to be treated as secret, it may be 
disclosed by such persons in public court proceedings or in judicial 
decisions. 


The provisions of paragraph | authorize the U.S. competent author- 
ity to continue to allow the General Accounting Office to examine 
tax return information received from Canada when GAO is engaged 
in a study of the administration of U.S. tax laws pursuant to a direc- 
tive of Congress. However, the secrecy requirements of paragraph | 
must be met. 


2. If information is requested by a Contracting State 
in accordance with this Article, the other Contracting 
State shall endeavor to obtain the information to 
which the request relates in the same way as if its 
own taxation was involved notwithstanding the fact 
that the other State does not, at that time, need such 
information. If specifically requested by the compe- 
tent authority of a Contracting State, the competent 
authority of the other Contracting State shall en- 
deavor to provide information under this Article in 
the form requested, such as depositions of witnesses 
and copies of unedited original documents (including 
books, papers, statements, records, accounts or writ- 
ings), to the same extent such depositions and docu- 
ments can be obtained under the laws and adminis- 
trative practices of that other State with respect to its 
own taxes. 
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Technical Explanation [1984]: 


If a Contracting State requests information in accordance with Arti- 
cle XXVII, the other Contracting State shall endeavor, pursuant to 
paragraph 2, to obtain the information to which the request relates 
in the same manner as if its own taxation were involved, notwith- 
standing the fact that such State does not need the information. In 
addition, the competent authority requested to obtain information 
shall endeavor to provide the information in the particular form re- 
quested, such as depositions of witnesses and copies of unedited 
original documents, to the same extent such depositions and docu- 
ments can be obtained under the laws or adminisirative practices of 
that State with respect to its own taxes. 


3. In no case shall the provisions of paragraphs 1 and 
2 be construed so as to impose on a Contracting 
State the obligation: 


(a) to carry out administrative measures at vari- 
ance with the laws and administrative practice of 
that or of the other Contracting State; 


(b) to supply information which is not obtainable 
under the laws or in the normal course of the ad- 
ministration of that or of the other Contracting 
State; or 


(c) to supply information which would disclose 
any trade, business, industrial, commercial or 
professional secret or trade process, or informa- 
tion the disclosure of which would be contrary to 
public policy (ordre public). 


Technical Explanation [1984]: 


Paragraph 3 provides that the provisions of paragraphs 1 and 2 do 
not impose on Canada or the United States the obligation to carry 
out administrative measures at variance with the laws and adminis- 
trative practice of either State; to supply information which is not 
obtainable under the laws or in the norma! course of the administra- 
tion of either State; or to supply information which would disclose 
any trade, business, industrial, commercial, or professional secret or 
trade process, or information the disclosure of which would be con- 
trary. to public policy. Thus, Article XX VII allows, but does not ob- 
ligate, the United States and Canada to obtain and provide informa- 
tion that would not be available to the requesting State under its 
laws or administrative practice or that in different circumstances 
would not be available to the State requested to provide the infor- 
mation. Further, Article XX VII allows a Contracting State to obtain 
information for the other Contracting State even if there is no tax 
liability in the State requested to obtain the information. Thus, the 
United States will continue to be able to give Canada tax informa- 
tion even if there is no U.S. tax liability at issue. 


4. For the purposes of this Article, the Convention 
shall apply, notwithstanding the provisions of Article 
II (Taxes Covered): 


(a) to all taxes imposed by a Contracting State; 
and 


(b) to other taxes to which any other provision of 
the Convention applies, but only to the extent that 
the information is relevant for the purposes of the 
application of that provision. 


History: Para. 4 amended by 1995 Protocol, article 16(2), generally 
effective with respect to taxable years begining on or after January 
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1, 1996 (see Art. 21(2) under “Application of the 1995 Protocol” 
above). Para. 4 formerly read: y] 


4. Notwithstanding the provisions of Article If (Taxes Cov- 
ered), for the purposes of this Article the Convention shall 
apply: 
(a) in the case of Canada, to all taxes imposed by the 
Government of Canada on estates and gifts and under the 
Income Tax Act; and 


(b) in the case of the United States, to all taxes imposed 
under the Internal Revenue Code. 


Technical Explanation [1995 Protocol]: 


Paragraph 2 of Article 16 amends paragraph 4 of Article XXVII, 
which describes the applicable taxes for the purposes of this Article. 
Under the present Convention, the Article applies in Canada to 
taxes imposed by the Government of Canada under the Income Tax 
Act and on estates and gifts and in the United States to all taxes 
imposed under the Internal Revenue Code. The Protocol broadens 
the scope of the Article to apply to “all taxes imposed by a Con- 
tracting State”. This change allows information to be exchanged, for 
example, with respect to Canadian excise taxes, as is the case with 
respect to U.S. excise taxes under the present Convention. Para- 
graph 4 is also amended to authorize the exchange of information 
with respect to other taxes, to the extent relevant to any other provi- 
sion of the Convention. 


Technical Explanation [1984]: 


Paragraph 4 provides that, for the purposes of Article XXVII, the 
Convention applies, in the case of Canada, to all taxes imposed by 
the Government of Canada on estates and gifts and under the Jn- 
come Tax Act and, in the case of the United States, to all taxes im- 
posed under the Internal Revenue Code. Article XX VII does not ap- 
ply to taxes imposed by political subdivisions or local authorities of 
the Contracting States. Paragraph 4 is designed to ensure that infor- 
mation exchange will extend to most national level taxes on both 
sides, and specifically to information gathered for purposes of Can- 
ada’s taxes on estates and gifts (not effective for deaths or gifts after 
1971). This provision. is intended to mesh with paragraph 8 of Arti- 
cle XXX (Entry Into Force), which terminates the existing estate tax 
convention between the United States and Canada. 


Article XXVIII — Diplomatic Agents 
and Consular Officers 


Nothing in this Convention shall affect the fiscal 
privileges of diplomatic agents or consular officers 
under the general rules of international law or under 
the provisions of special agreements. 

Related Provisions: Art. XIX — Government service. 
Technical Explanation [1984]: 


Article XXVIII states that nothing in the Convention affects the fis- 
cal privileges of diplomatic agents or consular officers under the 
general rules of international law or under the provisions of special 
agreements. However, various provisions of the Convention could 
apply to such persons, such as those concerning exchange of infor- 
mation, mutual agreement, and non-discrimination. 


Article XXIX — Miscellaneous Rules . 


1. The provisions of this Convention shall not re- 
strict in any manner any exclusion, exemption, de- 
duction, credit or other allowance now or hereafter 
accorded by the laws of a Contracting State in the 
determination of the tax imposed by that State. 
Technical Explanation [1984]: 


Paragraph | states that the provisions of the Convention do not re- 
strict in any manner any exclusion, exemption, deduction, credit, or 
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other allowance accorded by the laws of a Contracting State‘in the 
determination of the tax imposed by that State. Thus, if a deduction 
would be allowed for an item in computing the taxable income of a 
Canadian resident under the Code, such deduction is available to 
such person in computing taxable income under the Convention. 
Paragraph | does not, however, authorize a taxpayer to make incon- 
sistent choices between rules of the Code and rules of the Conven- 
tion. For example, if a resident of Canada desires to claim the bene- 
fits of the “attributable to” rule of paragraphs | and 7 of Article VII 
(Business Profits) with respect to the taxation of business profits of 
a permanent establishment, such person must use the “attributable 
to” concept consistently for all items of income and deductions and 
may not rely upon the “effectively connected” rules of the Code to 
avoid U.S. tax on other items of attributable income. In no event are 
the rules of the Convention to increase overall U.S. tax liability 
from what liability would be if there were no convention. 


2. Except as provided in paragraph 3, nothing in the 
Convention shall be construed as preventing a Con- 
tracting State from taxing its residents (as deter- 
mined under Article [TV (Residence)) and, in the case 
of the United States, its citizens (including a former 
citizen whose loss of citizenship had as one of its 
principal purposes the avoidance of tax, but only for 
a period of ten years following such loss) and com- 
panies electing to be treated as domestic corpora- 
tions, as if there were no convention between the 
United States and Canada with respect to taxes on 
income and on capital. 


History: Para. 2 amended by 1983 Protocol, article XIII, para. 1. 
Technical Explanation [1984]: 


Paragraph 2 provides a “saving clause” pursuant to which Canada 
and the United States may each tax its residents, as determined 
under Article IV (Residence), and the United States may tax its citi- 
‘zens (including any former citizen whose loss of citizenship had as 
one of its principal purposes the avoidance of tax, but only for a 
period of 10 years following such loss) and companies electing 
under Code section 1504(d) to be treated as domestic corporations, 
as if there were no convention between the United States and Can- 
ada with respect to taxes on income and capital. 


3. The provisions of paragraph 2 shall not affect the 
obligations undertaken by a Contracting State: 


(a) under paragraphs 3 and 4 of Article IX (Re- 
lated Persons), paragraphs 6 and 7 of Article XII 
(Gains), paragraphs 1, 3, 4, 5, 6(b) and 7 of Arti- 
cle XVIII (Pensions and Annuities), paragraph 5 
of Article XXIX (Miscellaneous Rules), 
paragraphs 1, 5 and 6 of Article XXIX B (Taxes 
Imposed by Reason of Death), paragraphs 2, 3, 4 
and 7 of Article XXIX B (Taxes Imposed by 
Reason of Death) as applied to the estates of per- 
sons other than former citizens referred to in par- 
agraph 2 of this Article, paragraphs 3 and 5 of 
Article XXX (Entry into Force), and Articles 
XIX (Government Service), XXI (Exempt Orga- 
nizations), XXIV (Elimination of Double Taxa- 
tion), XXV (Non-Discrimination) and XXVI 
(Mutual Agreement Procedure), 


(b) under Article XX (Students), toward individu- 
als who are neither citizens of, nor have immi- 
grant status in, that State. 
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History: Subpara. 3(a) amended by 1995 Protocol, article 17(1), 
generally effective with respect to taxable years begining on or after 
January 1, 1996 (see Art. 21(2) and (4) under “Application of the 
1995 Protocol” above). Subpara. 3(a) formerly: read: ; 


(a) under paragraphs 3 and 4 of Article IX (Related Persons), 
paragraphs 6 and 7 of Article XIII (Gains), paragraphs 1, 3, 4, 
5(b) and 6(b) of Article XVIII (Pensions and Annuities), 
paragraphs 5 and 7 of Article XXIX (Miscellaneous Rules), 
paragraphs 3 and 5 of Article XXX (Entry into Force), and 
Articles XIX (Government Service), XXI (Exempt Organiza- 
tions), XXIV (Elimination of Double Taxation), XXV (Non- 
Discrimination) and. XXVI (Mutual Agreement Procedure); 
and 


Subpara. 3(a), as amended by 1983 Protocol, article XIII, para. 2, 
was replaced by 1984 Protocol, article II, para. 1. 


Technical Explanation [1995 Protocol]: 


Article 17 of the Protocol amends Article XXIX (Miscellaneous 
Rules) of the Convention. Paragraph 1 of Article 17 modifies para- 
graph 3(a), the exceptions to the saving clause, to conform the 
cross-references in the paragraph to changes in other parts of the 
Convention. The paragraph also adds to the exceptions to the saving 
clause certain provisions of Article XXIX B (Taxes Imposed by 
Reason of Death). Thus, certain benefits under that Article will be 
granted by a Contracting State to its residents and, in the case of the 
United States, to its citizens, notwithstanding the saving clause of 
paragraph 2 of Article XXIX. 


Technical Explanation [1984]: 


Paragraph 3 provides that, notwithstanding paragraph 2, the United 
States and Canada must respect certain specified provisions of the 
Convention in regard to residents, citizens, and section 1504(d) 
companies. Paragraph 3(a) lists certain paragraphs and Articles of 
the Convention that represent exceptions to the “saving clause” in 
all situations; paragraph 3(b) provides a limited further exception 
for students who have not acquired immigrant status in the State 
where they are temporarily present. 


4. With respect to taxable years not barred by the 
statute of limitations ending on or before December 
31 of the year before the year in which the Social 
Security Agreement between Canada and the United 
States (signed in Ottawa on March 11,.1981) enters 
into force, income from personal services not subject 
to tax by the United States under this Convention or 
the 1942 Convention shall not be considered wages 
or net earnings from self-employment for purposes 
of social security taxes imposed under the Internal 
Revenue Code. 


History: Para. 4 amended by 1983 Protocol, article XIII, para. 3. 
Technical Explanation [1984]: 


Paragraph 4 provides relief with respect to social security taxes im- 
posed on employers, employees, and self-employed persons under 
Code sections 1401, 3101, and 3111. Income from personal services 
not subject to tax by the United States under the provisions of this 
Convention or the 1942 Convention is not to be considered wages 
or net earnings from self-employment for purposes of the U.S. so- 
cial security taxes with respect to taxable years of the taxpayer not 
barred by the statute of limitations relating to refunds (under the 
Code) ending on or before December 31 of the year before the year 
in which the Social Security Agreement between Canada and the 
United States (signed in Ottawa on March 11, 1981) enters into 
force. Thus, if that agreement enters into force in 1986, a resident of 
Canada earning income from personal services and such person’s 
employer may apply for refunds of the employee’s and employer's 
shares of U.S. social security tax paid attributable to the employee’s 
income from personal services that is exempt from U.S. tax by vir- 
tue of this Convention or the’ 1942 Convention. In this example, the 
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refunds would be available for social security taxes paid with re- 
spect to taxable years not barred by the statute of limitations of the 
Code ending on or before December 31, 1985. For purposes of 
Code section 6611, the date of overpayment with respect to refunds 
of U.S. tax pursuant to paragraph 4 is the later of the date on which 
the Social Security Agreement between Canada and the United 
States enters into force and the date on which instruments of ratifi- 
cation of the Convention are exchanged. 


Under certain limited circumstances, an employee may, pursuant to 
paragraph 5 of Article XXX (Entry Into Force), claim an exemption 
from U.S. tax on wages under the 1942 Convention for one year 
after the Convention comes into force. The provisions of paragraph 
4 would not, however, provide an exemption from U.S. social se- 
curity taxes for such year. 


Paragraph 4 does not modify existing U.S. statutes concerning so- 
cial security benefits or funding. The Social Security Act requires 
the general funds of the Treasury to reimburse the social security 
trust funds on the basis of the records of wages and self-employ- 
ment income maintained by the Social Security Administration. The 
Convention does not alter those records. Thus, any refunds of tax 
made pursuant to paragraph 4 would not affect claims for U.S. 
quarters of coverage with respect to social security benefits. And 
such refunds would be charged to general revenue funds, not social 
security trust funds. 


5. Where a person who is a resident of Canada and a 
shareholder of a United States S corporation requests 
the competent authority of Canada to do so, the com- 
petent authority may agree, subject to terms and con- 
ditions satisfactory to such competent authority, to 
apply the following rules for the purposes of taxation 
in Canada with respect to the period during which 
the agreement is effective: 


(a) the corporation shall be deemed to be a con- 
trolled foreign affiliate of the person, 


(b) all the income of the corporation shall be 
deemed to be foreign accrual property income; 


(c) for the purposes of subsection 20(11) of the 
Income Tax Act, the amount of the corporation’s 
income that is included in the person’s income 
shall be deemed not to be income from a prop- 
erty; and 


(d) each dividend paid to the person on a share of 
the capital stock of the corporation shall be ex- 
cluded from the person’s income and shall be de- 
ducted in computing the adjusted cost base to the 
person of the share. 


History: Para. 5 amended by 1995 Protocol, article 17(2), generally 
effective with respect to taxable years begining on or after January 
1, 1996 (see Art. 21(2) under “Application of the 1995 Protocol” 
above). Para. 5 formerly read: 


5. A beneficiary of a Canadian registered retirement savings 
plan may elect, under rules established by the competent au- 
thority of the United States, to defer United States taxation 
with respect to any income accrued in the plan but not distrib- 
uted by the plan, until such time as a distribution is made 
from such plan, or any plan substituted therefor. The provi- 
sions of the preceding sentence shall not apply to income 
which is reasonably attributable to contributions made to the 
plan by the beneficiary while he was not a resident of 
Canada. 


Para. 5 amended by 1983 Protocol, article XIII, para. 4. 


Canada—U.S. Tax Convention 


Technical Explanation [1995 Protocol]: 


Paragraph 2 of Article 17 replaces paragraphs 5 through 7 of Article 
XXIX of the present Convention with three new paragraphs. (Para- 
graph 5 in the present Convention was moved to paragraph 7 of 
Article XVIII (Pensions and Annuities), and paragraphs 6 and 7 
were deleted as unnecessary.) New paragraph 5 provides a rule for 
the taxation by Canada of a Canadian resident that is a shareholder 
in a U.S. S corporation. The application of this rule is relatively lim- 
ited, because U.S. domestic law requires that S corporation share- 
holders be either U.S. citizens or U.S. residents. Therefore, the rule 
provided by paragraph 5 would apply only to an S corporation 
shareholder who is a resident of both the United States and Canada 
(i.e., a “dual resident” who meets certain requirements), determined 
before application of the “tie-breaker” rules of Article IV (Resi- 
dence), or a US. citizen resident in Canada. Since the shareholder 
would be subject to U.S. tax on its share of the income of the S 
corporation as it is earned by the S corporation and, under Canadian 
statutory law, would be subject to tax only when the income is dis- 
tributed, there could be a timing mismatch resulting in unrelieved 
double taxation. Under paragraph 5, the shareholder can make a re- 
quest to the Canadian competent authority for relief under the spe- 
cial rules of the paragraph. Under these rules, the Canadian share- 
holder will be subject to Canadian tax on essentially the same basis 
as he is subject to U.S. tax, thus eliminating the timing mismatch. 


Technical Explanation [1984]: 


Paragraph 5 provides a method to resolve conflicts between the Ca- 
nadian and U.S. treatment of individual retirement accounts. Certain 
Canadian retirement plans which are qualified plans for Canadian 
tax purposes do not meet Code requirements for qualification. As a 
result, the earnings of such a plan are currently included in income, 
for U.S. tax purposes, rather than being deferred until actual distri- 
butions are made by the plan. Canada defers current taxes on the 
earnings of such a plan but imposes tax on actual distributions from 
the plan. Paragraph 5 is designed to avoid a mismatch of U.S. taxa- 
ble income and foreign tax credits attributable to the Canadian tax 
on such distributions. Under the paragraph a beneficiary of a Cana- 
dian registered retirement savings plan may elect to defer U.S. taxa- 
tion with respect to any income accrued in the plan but not distrib- 
uted by the plan, until such time as a distribution is made from the 
plan or any substitute plan. The election is to be made under rules 
established by the competent authority of the United States. The 
election is not available with respect to income accrued in the plan 
which is reasonably attributable to contributions made to the plan 
by the beneficiary while he was not a Canadian resident. 


6. For purposes of paragraph 3 of Article XXII (Con- 
sultation) of the General Agreement on Trade in Ser- 
vices, the Contracting States agree that: 


(a) a measure falls within the scope of the Con- 
vention only if: 


(1) the measure relates to a tax to which Arti- 
cle XXV (Non-Discrimination) of the Con- 
vention applies; or 


(ii) the measure relates to a tax to which Arti- 
cle XXV (Non-Discrimination) of the Con- 
vention does not apply and to which any other 
provision of the Convention applies, but only 
to the extent that the measure relates to a mat- 
ter dealt with in that other provision of the 
Convention; and 


(b) notwithstanding paragraph 3 of Article XXII 
(Consultation) of the General Agreement on 
Trade in Services, any doubt as to the interpreta- 
tion of subparagraph (a) will be resolved under 
paragraph 3 of Article XX VI (Mutual Agreement 
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Procedure) of the Convention or any other proce- 
dure agreed to by both Contracting States. 


History: Para. 6 amended by 1995 Protocol, article 17(2), generally 
effective with respect to taxable years begining on or after January 
1, 1996 (see Art. 21(2) under “Application of the 1995 Protocol” 
above). Para. 6 formerly read: 


6. Notwithstanding any other provision of the Convention, 


(a) where profits, income or gains derived by a trust is to 
be treated for the purposes of the Convention as income 
of a resident of a Contracting State, and a principal pur- 
pose for the establishment, acquisition or maintenance of 
the trust was to obtain a benefit under the Convention or 
the 1942 Convention for persons who are not residents of 
that State, Articles VI (Income from Real Property) 
through XXIV (Elimination of Double Taxation) shall 
not apply in relation to the profits, income or gains of the 
trust; and 


(b) Articles VI (Income from Real Property) through 
XXIV (Elimination of Double Taxation) shall not apply 
to non-resident-owned investment corporations as de- 
fined under section 133 of the Income Tax Act of Canada, 
or under any similar provision enacted by Canada after 
the date of signature of the Protocol. 


Para. 6 amended by 1983 Protocol, article XIII, para. 5. 
Technical Explanation [1995 Protocol]: 


The Protocol adds to Article XXIX a new paragraph 6, which pro- 
vides a coordination rule for the Convention and the General Agree- 
ment on Trade in Services (“GATS”). Paragraph 6(a) provides that, 
for purposes of paragraph 3 of Article XXII (Consultation) of the 
GATS, a measure falls within the scope of the Convention only if 
the measure relates to a tax (1) to which Article XXV (Non-Dis- 
crimination) of the Convention applies, or (2) to which Article XXV 
does not apply and to which any other provision of the Convention 
applies, but only to the extent that the measure relates to a matter 
dealt with in that other provision. Under paragraph 6(b), notwith- 
standing paragraph 3 of Article XXII of the GATS, any doubt as to 
the interpretation of subparagraph (a) will be resolved under para- 
graph 3 of Article XXVI (Mutual Agreement Procedure) of the 
Convention or any other procedure agreed to by both Contracting 
States. 


x : f 

GATS generally obliges its Members to provide national treatment 
and most-favored-nation treatment to services and service suppliers 
of other Members. A very broad exception from the national treat- 
ment obligation applies to direct taxes. An exception from the most- 
favored-nation obligation applies to a difference in treatment result- 
ing from an international agreement on the avoidance of doubie tax- 
ation (a “tax agreement”) or from provisions on the avoidance of 
double taxation in any other international agreement or arrangement 
by which the Member is bound. 


Article XXII(3) of GATS specifically provides that there will be no 
access to GATS procedures to settle a national treatment dispute 
concerning a measure that falls within the scope of a tax agreement. 
This provision preserves the exclusive application of nondiscrimina- 
tion obligations in the tax agreement and clarifies that the compe- 
tent authority mechanism provided by the tax agreement will apply, 
instead of GATS procedures, to resolve nondiscrimination disputes 
involving the taxation of services and service suppliers. 


In the event of a disagreement between Members as to whether a 
measure falls within the scope of a tax agreement that existed at the 
time of the entry into force of the Agreement establishing the World 
Trade Organization, Article XXII(2), footnote 11, of GATS reserves 
the resolution of the dispute to the Contracting States under the tax 
agreement. In such a case, the issue of the scope of a tax agreement 
may be resolved under GATS procedures (rather than tax treaty pro- 
cedures) only if both parties to the existing tax agreement consent. 
With respect to subsequent tax agreements, GATS provides that ei- 
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ther Member may bring the jurisdictional matter before the Council 
for Trade In Services, which will refer the matter to arbitration for a 
decision that will be final and binding on the Members. 


Both Canada and the United States agree that a protocol to a con- 
vention that is grandfathered under Article XXII(2), footnote 11, of 
GATS is also grandfathered. Nevertheless, since the Protocol ex- 
tends the application of the Convention, and particularly the nondis- 
crimination article, to additional taxes (e.g., some non-income taxes 
imposed by Canada), the negotiators sought to remove any ambigu- 
ity and agreed to a provision that clarified the scope of the Conven- 
tion and the relationship between the Convention and GATS. 


The purpose of new paragraph 6(a) of the Convention is to provide 
the agreement of the Contracting States as to the measures consid- 
ered to fall within the scope of the Convention in applying Article 
XXII(3) of GATS between the Contracting States. The purpose of 
new paragraph 6(b) is to reserve the resolution of the issue of the 
scope of the Convention for purposes of Article XXIH(3) of GATS 
to the competent authorities under the Convention rather than to set- 
tlement under GATS procedures. 


Technical Explanation [1984]: 


Paragraph 6 provides rules denying the benefits of the Convention 
in certain situations where both countries believed that granting 
benefits would be inappropriate. Paragraph 6(a) provides that Arti- 
cles VI (Income from Real Property) through XXIV (Elimination of 
Double Taxation) shall not apply to profits, income or gains derived 
by a trust which is treated as the income of a resident of a Con- 
tracting State (see paragraph | of Article IV (Residence)), if a prin- 
cipal purpose of the establishment, acquisition or maintenance of 
the trust was to obtain a benefit under the Convention or the 1942 
Convention for persons who are not residents of that State. For ex- 
ample, the provision could be applied to a case where a non-resident 
of the United States created a United States trust to derive dividend 
income from Canada and a principal purpose of the establishment or 
maintenance of the trust was to obtain the reduced rate of Canadian 
tax under Article X (Dividends) for the non-resident. Paragraph 6(b) 
provides that Articles VI through XXIV shall not apply to Canadian 
non-resident owned investment companies, as defined in section 
133 of the Income Tax Act, or under a similar provision that is sub- 
sequently enacted. This provision operates to deny the benefits of 
the Convention to a Canadian non-resident owned investment com- 
pany, and does not affect the grant of benefits to other persons. 
Thus, for example, a dividend paid by such a company to a share- 
holder who is a U.S. resident is subject to the reduced rates of tax 
provided by Article X. The denial of the benefits of Articles VI 
through XXIV in such cases applies notwithstanding any other pro- 
vision of the Convention. A Canadian non-resident owned invest- 
ment company may, however, be entitled to claim the benefits of 
the 1942 Convention for an additional one-year period, pursuant to 
paragraph 5 of Article XXX (Entry into Force). Where the provi- 
sions of this paragraph apply, the Contracting State in which the 
income arises may tax such income under its domestic law. 


7. The appropriate authority of a Contracting State 
may request consultations with the appropriate au- 
thority of the other Contracting State to determine 
whether change to the Convention is appropriate to 
respond to changes in the law or policy of that other 
State. Where domestic legislation enacted by a Con- 
tracting State unilaterally removes or significantly 
limits any material benefit otherwise provided by the 
Convention, the appropriate authorities shall 
promptly consult for the purpose of considering an 
appropriate change to the Convention. 


History: Para. 7 amended by 1995 Protocol, article 17(2), generally 
effective with respect to taxable years begining on or after January 
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1, 1996 (see Art. 21(2) under “Application of the 1995 Protocol” 
above). Para. 7 formerly read: 


7. One-half of the total amount of benefits under the social 
security legislation in Canada paid in a taxable year to a resi- 
dent of Canada who is a citizen of the United States shall be 
exempt from taxation in the United States. 


Para. 7 added by 1984 Protocol, article II, para. 2. 
Technical Explanation [1995 Protocol]: 


The Protocol also adds to Article XXIX a new paragraph 7, relating 
to certain changes in the law or treaty policy of either of the Con- 
tracting States. Paragraph 7 provides, first, that in response to a 
change in the law or policy of either State, the appropriate authority 
of either State may request consultations with its counterpart in the 
other State to determine whether a change in the Convention is ap- 
propriate. If a change in domestic legislation has unilaterally re- 
moved or significantly limited a material benefit provided by the 
Convention, the appropriate authorities are instructed by the para- 
graph to consult promptly to consider an appropriate amendment to 
the Convention. The “appropriate authorities” may be the Con- 
tracting States themselves or the competent authorities under the 
Convention. The consultations may be initiated by the authority of 
the Contracting State making the change in law or policy or by the 
authority of the other State. Any change in the Convention recom- 
mended as a result of this process can be implemented only through 
the negotiation, signature, ratification, and entry into force of a new 
protocol to the Convention. 


Technical Explanation [1984]: 


Paragraph 7 provides rules for the U.S. taxation of Canadian social 
security benefits paid to a resident of Canada who is a U.S. citizen. 
These rules are described in’ the discussion of paragraph 5 of Article 
XVIII (Pensions and Annuities). 


Article XXIX A — Limitation on 
Benefits 


1. For the purposes of the application of this Con- 
vention by the United States, 


(a) a qualifying person shall be entitled to all of 
the benefits of this Convention, and 


(b) except as provided in paragraphs 3, 4 and 6, a 
person that is not a qualifying person shall not be 
entitled to any benefits of the Convention. 


Technical Explanation [1995 Protocol]: 
In general 


Article 18 of the Protocol adds a new Article XXIX A (Limitation 
on Benefits) to the Convention. Article XXIX A addresses the prob- 
lem of “treaty shopping” by requiring, in most cases, that the person 
seeking U.S. treaty benefits not only be a Canadian resident but also 
satisfy other tests. In a typical case of treaty shopping, a resident of 
a third State might establish an entity resident in Canada for the 
purpose of deriving income from the United States and claiming 
USS. treaty benefits with respect to that income. Article XXIX A 
limits the benefits granted by the United States under the Conven- 
tion to those persons whose residence in Canada is not considered to 
have been motivated by the existence of the Convention: Absent Ar- 
ticle XXIX A, the entity would be entitled to. U.S. benefits under the 
Convention as a resident of Canada; unless it were denied benefits 
as a result of limitations (e.g., business purpose, substance-over- 
form, step transaction, or conduit principles or other anti-avoidance 
rules) applicable to a particular transaction or arrangement. General 
anti-abuse provisions of this sort apply in conjunction with the Con- 
vention in both the United States and Canada. In the case of the 
United States, such anti-abuse provisions complement the explicit 
anti-treaty-shopping rules of Article XXIX A. While the anti-treaty- 
shopping rules determine whether a person has a sufficient nexus to 
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Canada to be entitled to treaty benefits, general anti-abuse provi- 
sions determine whether a particular transaction should be recast in 
accordance with the substance of the transaction. 


The present Convention deals with treaty- shopping in a very faraaacd 
manner, in paragraph 6 of Article XXIX, by denying benefits to Ca- 
nadian residents that benefit from specified provisions of Canadian 
law. The Protocol removes that paragraph 6 from Article XXIX, be- 
cause it is superseded by the more general provisions of Article 
XXIX A. 


The Article is not reciprocal, except for paragraph 7. Canada prefers 
to rely on general anti-avoidance rules to counter arrangements in- 
volving treaty-shopping through the United States. 


The structure of the Article is as follows: Paragraph 1 states that, in 
determining whether a resident of Canada is entitled to U.S. benefits 
under the Convention, a “qualifying person” is entitled to all of the 
benefits of the Convention, and other persons are not entitled to 
benefits, except where paragraphs 3, 4, or 6 provide otherwise. Par- 
agraph 2 lists a number of characteristics, any one of which will 
make a Canadian resident a qualifying person. These are essentially 
mechanical tests. Paragraph 3 provides an alternative rule, under 
which a Canadian resident that-is not a qualifying person under par- 
agraph 2 may claim U.S. benefits with respect to those items of U.S. 
source income that are connected with the active conduct of a trade 
or business in Canada: Paragraph 4 provides a limited “derivative 
benefits” test for entitlement to benefits with respect to U.S. source 
dividends, interest, and royalties beneficially owned by a resident of 
Canada that is not a qualifying person. Paragraph 5 defines certain 
terms used in the Article. Paragraph 6 requires the U.S. competent 
authority to grant benefits to a resident of Canada that does not 
qualify for benefits under any other provision of the Article, where 
the competent authority determines, on the basis of all factors, that 
benefits should be granted. Paragraph 7 clarifies the application of 
general anti-abuse provisions. 


2. For the purposes of this Article, a qualifying per- 
son is a resident of Canada that is: 


(a) a natural person; 


(b) the Government of Canada or a political sub- 
division or local authority thereof, or any agency 
or instrumentality of any such government, sub- 
division or authority; 


(c) a company or trust in whose principal class of 
shares or units there is substantial and regular 
trading on a recognized stock exchange; 


(d) a company more than 50 per cent of the vote 
and value of the shares (other than debt substitute 
shares) of which is owned, directly or indirectly, 
by five or fewer persons each of which is a com- 
pany or-trust referred to in subparagraph (c), pro- 
vided that each company or trust in ‘the chain of 
ownership is a qualifying person or a resident or 
citizen of the United States; 


(e) 
(i) a company 50. per cent or more of the vote 
and value of the shares (other than debt substi- 
tute shares) of which is not owned, directly or 
indirectly, by persons other than qualifying 
persons or residents or citizens of the United 
States, or 


(ii) a trust 50 per cent or more of the benefi- 
cial interest in which is not owned, directly or 
indirectly, by persons other than qualifying 
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persons or residents or citizens of the United 
States, 


where the amount of the expenses deductible 
from gross income that are paid or payable by the 
company or trust, as the case may be, for its pre- 
ceding fiscal period (or, in the case of its first fis- 
cal period, that period) to persons that are not 
qualifying persons or residents or citizens of the 
United States is less than 50 per cent of its gross 
income for that period; 


(f) an estate; 


(g) a not-for-profit organization, provided that 
more than half of the beneficiaries, members or 
participants of the organization are qualifying 
persons or residents or citizens of the United 
States; or 


(h) an organization described in paragraph 2 of 
Article XXI (Exempt Organizations) and estab- 
lished for the purpose of providing benefits pri- 
marily to individuals who are qualifying persons, 
persons who. were qualifying persons within the 
five preceding years, or residents or citizens of 
the United States. 


Technical Explanation [1995 Protocol]: 
Individuals and governmental entities 


Under paragraph 2, the first two categories of qualifying persons are 
(1) individual residents of Canada, and (2) the Government of Can- 
ada, a political subdivision or local authority thereof, or an agency 
or instrumentality of that Government, political subdivision, or local 
authority. It is considered unlikely that persons falling into these 
two categories can be used, as the beneficial owner of income, to 
‘derive treaty benefits on behalf of a third-country person. If a per- 
son is receiving income as a nominee on behalf of a third-country 
resident, benefits will be denied with respect to those items of in- 
come under the articles of the Convention that grant the benefit, be- 
cause of the requirements in those articles that the beneficial owner 
of the income be a resident of a Contracting State. 


Publicly traded entities 


Under subparagraph (c) of paragraph 2, a Canadian resident com- 
pany or trust is a qualifying person if there is substantial and regular 
trading in the company’s principal class of shares, or in the trust’ s 
units, on a recognized stock exchange. The term “recognized stock 
exchange” is defined in paragraph 5(a) of the Article to mean, in'the 
United States, the NASDAQ System and any stock exchange regis- 
tered as a national securities exchange with the Securities and Ex- 
change Commission, and, in Canada, any Canadian stock exchanges 
that are “prescribed stock exchanges” under the Income Tax Act. 
These are, at the time of signature of the Protocol, the Alberta, 
Montreal, Toronto, Vancouver, and Winnipeg Stock Exchanges. 
Additional exchanges may be added to the list of recognized ex- 
changes by exchange of notes between the Contracting States or by 
agreement between the competent authorities. 


Certain companies owned by publicly traded corporations also’may 
be qualifying persons. Under subparagraph (d) of paragraph 2, a Ca- 
nadian resident company will be a qualifying person, even if not 
publicly traded, if more than 50 percent of the vote and value of its 
shares is owned (directly or indirectly) by five or fewer persons that 
would be qualifying persons under subparagraph (c). In addition, 
each company in the chain of ownership must be a qualifying per- 
gon or a U.S. citizen or resident. Thus, for example, a Canadian 
company that is not publicly traded but that is owned, one-third 
each, by three companies, two of which are Canadian resident cor- 
porations whose principal classes of shares are substantially and 
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regularly traded on a recognized stock exchange, will qualify under 
subparagraph (d). 


The 50-percent test under subparagraph (d) applies only to shares 
other than “debt substitute shares.” The term “debt substitute 
shares” is defined in paragraph 5 to mean shares defined in para- 


_ graph (e) of the definition in the Canadian Income Tax Act of “term 


preferred shares” (see section 248(1) of the Income Tax Act), which 
relates to certain shares received in debt-restructuring arrangements 
undertaken by reason of financial difficulty or insolvency. Para- 
graph 5 also provides that the competent authorities may agree to 
treat other types of shares as debt substitute shares. 


Ownership/base erosion test 


Subparagraph (e) of paragraph 2 provides a two-part test under 
which certain other entities may be qualifying persons, based on 
ownership and “base erosion.” Under the first of these tests, benefits 
will be granted to a Canadian resident company if 50 percent. or 
more of the vote and value of its shares (other than debt substitute 
shares), or to-a Canadian resident trust if 50 percent or more of its 
beneficial interest, is not owned, directly or indirectly, by persons 
other than qualifying persons or U.S. residents or citizens. The 
wording of these tests is intended to, make clear that, for example, if 
a Canadian company. is more than 50 percent owned by a U.S. resi- 
dent corporation that is, itself, wholly owned by a third-country res- 
ident other than a U.S. citizen, the Canadian company would not 
pass the ownership test. This is because more than 50 percent of its 
shares is owned indirectly by a person (the third-country resident) 
that is not a qualifying person or a citizen or resident of the United 
States. 


For purposes of this subparagraph (e) and “atte? provisions of this 
Article, the term “shares” includes, in the case of a mutual insurance 
company, any certificate or contract entitling the holder to voting 
power in the corporation. This is consistent with the interpretation 
of similar limitation on benefits provisions in other U.S. treaties. 


The second test of subparagraph (e) is the so-called “base erosion” 
test. A Canadian company or trust that passes the ownership test 
must also pass this test to be a qualifying person. This test requires 
that the amount of expenses that are paid or payable by the Cana- 
dian entity in question: to persons that are not qualifying persons or 
U.S. citizens or residents, and that are deductible from gross in- 
come, be less than 50 percent of the gross income of the company 
or trust. This test'is applied for the fiscal period immediately pre- 
ceding the period for which the qualifying person test is being ap- 
plied. If it is the first fiscal period of the person, the test is applied 
for the current period, 


The ownership/base erosion test recognizes that the benefits of the 
Convention can be enjoyed indirectly not only by equity holders of 
an entity, but also, by that entity’s obligees, such as lenders, licen- 
sors, service providers, insurers and reinsurers, and others. For ex- 


ample, a third-country resident could license technology to a Cana- 


dian-owned Canadian corporation to be sub-licensed to a U.S. 
resident. The U.S. source royalty income of the Canadian corpora- 
tion would be exempt from U.S. withholding tax under Article XII 
(Royalties) of the Convention (as amended by the Protocol). While 
the Canadian corporation would be subject to Canadian corporation 
income tax, its taxable income could be reduced to near zero as a 
result of the deductible royalties paid to the third-country resident. 
If, under a Convention between Canada and the third country, those 
royalties were either exempt from Canadian tax or subject to tax at a 
low rate, the U.S. treaty benefit with respect to the U.S. source roy- 
alty income would have flowed to the third-country resident at little 
or no tax cost, with no reciprocal benefit to the United States from 
the third country. The ownership/base erosion test therefore requires 
both that qualifying persons or U.S. residents or citizens ‘substan- 
tially own the entity and that the entity’s deductible payments be 
made in substantial part to such persons. 


Other qualifying persons 


Under subparagraph (f) of paragraph 2, a Canadian resident estate is 
a qualifying person, entitled to the Benefits of the Convention with 
respect to its U.S. source income. 
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Subparagraphs (g) and (h) specify the circumstances under which 
certain types of not-for-profit organizations will be qualifying per- 
sons. Subparagraph (g) of paragraph 2 provides that a not-for-profit 
organization that is a resident of Canada is a qualifying person, and 
thus entitled to U.S. benefits, if more than half of the beneficiaries, 
members, or participants in the organization are qualifying persons 
or citizens or residents of the United States. The term “not-for-profit 
organization” of a Contracting State is defined in subparagraph (b) 
of paragraph 5 of the Article to mean an entity created or estab- 
lished in that State that is generally exempt from income taxation in 
that State by reason of its not-for-profit status. The term includes 
charities, private foundations, trade unions, trade associations, and 
similar organizations. 


Subparagraph (h) of paragraph 2 specifies that certain organizations 
described in paragraph 2 of Article XXI (Exempt Organizations), as 
amended by Article 10 of the Protocol, are qualifying persons. To 
be a qualifying person, such an organization must be established 
primarily for the purpose of providing pension, retirement, or em- 
ployee benefits to individual residents of Canada who are (or were, 
within any of the five preceding years) qualifying persons, or to citi- 
zens or residents of the United States. An organization will be con- 
sidered to be established “primarily” for this purpose if more than 
50 percent of its beneficiaries, members, or participants are such 
persons. Thus, for example, a Canadian Registered Retirement Sav- 
ings Plan (“RRSP”) of a former resident of Canada who is working 
temporarily outside of Canada would continue to be a qualifying 
person during the period of the individual’s absence from Canada or 
for five years, whichever is shorter. A Canadian pension fund estab- 
lished to provide benefits to persons employed by a company would 
be a qualifying person only if most of the beneficiaries of the fund 
are (or were within the five preceding years) individual residents of 
Canada or residents or citizens, of the United States. 


The provisions of paragraph 2 are self-executing, unlike the provi- 
sions of paragraph 6, discussed below. The tax authorities may, of 
course, on review, determine that the taxpayer has improperly inter- 
preted the paragraph and is not entitled to the benefits claimed. 


3. Where a person that is a resident of Canada and is 
not a qualifying person of Canada, or a person re- 
lated thereto, is engaged in the active conduct of a 
trade or business in Canada (other than the business 
of making or managing investments, unless those ac- 
tivities are carried on with customers in the ordinary 
course of business by a bank, an insurance company, 
a registered securities dealer or a deposit-taking fi- 
nancial institution), the benefits of the Convention 
shall apply to that resident person with respect to in- 
come derived from the United States in connection 
with or incidental to that trade or business, including 
any such income derived directly or indirectly by 
that resident person through one or more other per- 
sons that are residents of the United States. Income 
shall be deemed to be derived from the United States 
in connection with the active conduct of a trade or 
business in Canada only if that trade or business is 
substantial in relation to the activity carried on in the 
United States giving rise to the income in respect of 
which benefits provided under the Convention by the 
United States are claimed. 


Technical Explanation [1995 Protocol]: 
Active trade or business test 


Paragraph 3 provides an eligibility test for benefits for residents of 
Canada that are not qualifying persons under paragraph 2. This is 
the so-called ‘“‘active trade or business” test. Unlike the tests of para- 
graph 2, the active trade or business test looks not solely at the char- 
acteristics of the person deriving the income, but also at the nature 
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of the activity engaged in by that person and the connection be- 
tween the income and that activity. Under the active trade or busi- 
ness test, a resident of Canada deriving an item of income from the 
United States is entitled to benefits with respect to that income if 
that person (or a person related to that person under the principles of 
Internal Revenue Code section 482) is engaged in an active trade or 
business in Canada and the income in question is derived in connec- 
tion with, or is incidental to, that trade or business. 


Income that is derived in connection with, or is incidental to, the 
business of making or managing investments will not qualify for 
benefits under this provision, unless those investment activities are 
carried on with customers in the ordinary course of the business of a 
bank, insurance company, registered securities dealer, or deposit- 
taking financial institution. 

Income is considered: derived ‘in connection” with an active trade 
or business in the United States if, for example, the income-generat- 
ing activity in the United States is “upstream,” “downstream,” or 
parallel to that conducted in Canada. Thus, if the U.S. activity con- 
sisted of selling the output of a Canadian manufacturer or providing 
inputs to the manufacturing process, or of manufacturing or selling 
in the United States the same sorts of products that were being sold 
by the Canadian trade or business in Canada, the income generated 
by that activity would be treated as earned in connection with the 
Canadian trade or business. Income is considered “incidental” to the 
Canadian trade or business if, for example, it arises from the short- 
term investinent of working capital of the Canadian resident in U.S. 
securities. 


An item of income will be considered to be earned in connection 
with or to be incidental to an active trade or business in Canada if 
the income is derived by the resident of Canada claiming the bene- 
fits directly or indirectly through one or more other persons that are 
residents of the United States. Thus, for example, a Canadian resi- 
dent could claim benefits with respect to an item of income earned 
by a U.S. operating subsidiary but derived by the Canadian resident 
indirectly through a wholly-owned U.S. holding company inter- 
posed between it and the operating subsidiary. This language would 
also permit a Canadian resident to derive income from the United 
States through one or more U.S. residents that it does not wholly 
own. For example, a Canadian partnership in which three unrelated 
Canadian companies each hold a one-third interest could form a 
wholly-owned U.S. holding company with a U.S. operating subsidi- 
ary. The “directly or indirectly” language would allow otherwise 
available treaty benefits to be claimed with respect to income de- 
rived by the three Canadian partners through the U.S. holding com- 
pany, even if the partners were not considered to be related to the 
U.S. holding company under the principles of Internal Revenue 
Code section 482. 


Income that is derived in connection with, or is incidental to, an 
active trade or business in Canada, must pass an additional test to 
qualify for U.S. treaty benefits. The trade or business in Canada 
must be substantial in relation to the activity in the United States 
that gave rise to the income in respect of which treaty benefits are 
being claimed. To be considered substantial, it is not necessary that 
the Canadian trade or business be as large as the U.S. income-gener- 
ating activity. The Canadian trade or business cannot, however, in 
terms of income, assets, or other similar measures, represent only a 
very small percentage of the size of the U.S. activity. 


The substantiality requirement is intended to prevent treaty-shop- 
ping. For example, a third-country resident may want to acquire a 
U.S. company that manufactures television sets for worldwide mar- 
kets; however, since its country of residence has no tax treaty with 
the United States, any dividends generated by the investment would 
be subject to a U.S. withholding tax of 30 percent. Absent a sub- 
stantiality test, the investor could establish a Canadian corporation 
that would operate a small outlet in Canada to sell a few of the tele- 
vision sets manufactured by the U.S. company and earn a very small 
amount of income. That Canadian corporation could then acquire 
the U.S. manufacturer with capital provided by the third-country 
resident and produce a very large number of sets for sale in several 
countries, generating a much larger amount of income. It might at- 
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tempt to argue that the U.S. source income is generated from busi- 
ness activities in the United States related to the television sales ac- 
tivity of the Canadian parent and that the dividend income should be 
subject to U.S. tax at the 5 percent rate provided by Article X of the 
Convention, as amended by the Protocol. However, the substantial- 
ity test would not be met in this example, so. the dividends. would 
remain subject to withholding in the United States at a rate of 30 
percent. 


In general, it is expected that if a person qualifies for benefits under 
one of the tests of paragraph 2, no inquiry will be made into qualifi- 
cation for benefits under paragraph 3. Upon satisfaction of any of 
the tests of paragraph 2, any income derived by the beneficial owner 
from the other Contracting State is entitled to treaty benefits. Under 
paragraph 3, however, the test is applied separately to each item of 
income. 


4. A company that is a resident of Canada shall also 
be entitled to the benefits of Articles X (Dividends), 
_ XI (Interest) and XII (Royalties) if 


(a) its shares that represent more than 90 per cent 
of the aggregate vote and value represented by all 
of its shares (other than debt substitute shares) are 
owned, directly or indirectly, by persons each of 
whom is a qualifying person, a resident or citizen 
of the United States or a person who 


(i) is a resident of a country with which the 
United States has a comprehensive income tax 
convention and is entitled to all of the benefits 
provided by the United States under that 
convention; 


(ii) would qualify for benefits under 
paragraphs 2 or 3 if that person were a resi- 
dent of Canada (and, for the purposes of para- 
graph 3, if the business it carried on in the 
country of which it is a resident were carried 
on by it in Canada); and 


(iii) would be entitled to a rate of United 
States tax under the convention between that 
person’s country of residence and the United 
States, in respect of the particular class of in- 
come for which benefits are being claimed 
under this Convention, that is at least as low 
as the rate applicable under this Convention, 
and 


(b) the amount of the expenses deductible from 
gross income that are paid or payable by the com- 
pany for its preceding fiscal period (or, in the 
case of its first fiscal period, that period) to per- 
sons that are not qualifying persons or residents 
or citizens of the United States is less than 50 per 
cent of the gross income of the company for that 
period. 


Technical Explanation [1995 Protocol]: 
Derivative benefits test 


Paragraph 4 of Article XXIX A contains a so-called “derivative 
benefits” rule not generally found in U.S. treaties. This rule was in- 
cluded in the Protocol because of the special economic relationship 
between the United States and Canada and the close coordination 
between the tax administrations of the two countries. 


Under the derivative benefits rule, a Canadian resident company 
may receive the benefits of Articles X (Dividends), XI (Interest), 
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and XII (Royalties), even if the company is not a qualifying person 
and does not satisfy the active trade or business test of paragraph 3. 
To qualify under this paragraph, the Canadian company must satisfy 
both (i) the base erosion test under subparagraph (e) of paragraph 2, 
and (ii) an ownership test. 


‘The derivative benefits ownership test requires that shares (other 


than debt substitute shares) representing more than 90 percent of the 
vote and value of the Canadian company be owned directly or indi- 
rectly by either (i) qualifying persons or U.S. citizens or residents, 
or (ii) other persons that satisfy each of three tests. The three tests 
that must be satisfied by these other persons are as follows: 


First, the person must be a resident of a third State with which the 
United States has a comprehensive income tax convention and be 
entitled to all of the benefits under that convention. Thus, if the per- 
son fails to satisfy the limitation on benefits tests, if any, of that 
convention, no benefits would be granted under this paragraph. 
Qualification for benefits under an active trade or business test does 
not suffice for these purposes, because that test grants benefits only 
for certain items of income, not for all purposes of the convention. 


Second, the person must be a person that would qualify for benefits 
with respect to the item of income for which benefits are sought 
under one or more of the tests of paragraph 2 or 3 of this Conven- 
tion, if the person were a resident of Canada and, for purposes of 
paragraph 3, the business were carried on in Canada. For example, a 
person resident in a third country would be deemed to be a person 
that would qualify under the publicly-traded test of paragraph 2 of 
this Convention if the principal class of its shares were substantially 
and regularly traded on a stock exchange recognized either under 
the treaty between the United States and Canada or under the treaty 
between the United States and the third country. Similarly, a com- 
pany resident in a third country would be deemed to satisfy the 
ownership/base erosion test of paragraph 2 under this hypothetical 
analysis if, for example, it were wholly owned by an individual resi- 
dent in that third country and most of its deductible payments were 
made to individual residents of that country (i.e., it satisfied base 
erosion). 


The third requirement is that the rate of U.S. withholding tax on the 
item of income in respect of which benefits are sought must be at 
least as low under the convention between the person’s country of 
residence and the United States as under this Convention. 


5. For the purposes of this Article, 
(a) the term “recognized stock exchange” means: 


(i) the NASDAQ System owned by the Na- 
tional Association of Securities Dealers, Inc. 
and any stock exchange registered with the 
Securities and Exchange Commission as a na- 
tional securities exchange for purposes of the 
Securities Exchange Act of 1934; 


(ii) Canadian stock exchanges that are “pre- 
scribed stock exchanges” under the /ncome 
Tax Act; and 


(iii) any other stock exchange agreed upon by 
the Contracting States in an exchange of notes 
or by the competent authorities of the Con- 
tracting States; 


(b) the term “not-for-profit organization” of a 
Contracting State means an entity created or es- 
tablished in that State and that is, by reason of its 
not-for-profit status, generally exempt from in- 
come taxation in that State, and includes a private 
foundation, charity, trade union, trade association 
or similar organization; and 
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(c) the term “debt substitute share” means: 


(i) a share described in paragraph (e) of the 
definition “term preferred share” in the Jn- 
come Tax Act, as it may be amended from 
time to time without changing the general 
principle. thereof; and 


(ii) such other type of share as may be agreed 
upon by the competent authorities of the Con- 
tracting States. 


6. Where a person that is a resident of Canada is not 
entitled under the preceding provisions of this Arti- 
cle to the benefits provided under the Convention by 
the United States, the competent authority of the 
United States shall, upon that person’s request, de- 
termine on the basis of all factors including the his- 
tory, structure, ownership and operations of that per- 
son whether 


(a) its creation and existence did not have as a 
principal purpose the obtaining of benefits under 
the Convention that would not otherwise be 
available; or 


(b) it would not be appropriate, having regard to 
the purpose of this Article, to deny the benefits of 
the Convention to that person. 


The person shall be granted the benefits of the Con- 
vention by the United States where the competent 
authority determines that subparagraph (a) or (6) 
applies. 

Technical Explanation [1995 Protocol]: 

Competent authority discretion 


Paragraph 6 provides that when a resident of Canada derives in- 
come from the United States and is not entitled to the benefits of the 
Convention under other provisions of the Article, benefits may, nev- 
ertheless be granted at the discretion of the U.S. competent author- 
ity. In making a determination under this paragraph, the competent 
authority will take into account all relevant facts and circumstances 
relating to the person requesting the benefits. In particular, the com- 
petent authority will consider the history, structure, ownership (in- 
cluding ultimate beneficial ownership), and operations of the per- 
son. In addition, the competent authority is to consider (1) whether 
the creation and existence of the person did not have as.a principal 
purpose obtaining treaty benefits that would not otherwise be avail- 
able to the person, and (2) whether it would not be appropriate, in 
view of the purpose of the Article, to deny benefits. The paragraph 
specifies that if the U.S. competent authority determines that either 
of these two standards is satisfied, benefits shall be granted. 


For purposes of implementing paragraph 6, a taxpayer will be ex- 
pected to present his case to the competent authority for an advance 
determination based on the facts. The taxpayer will not be required 
to wait until it has been determined that benefits are denied under 
one of the other provisions of the Article. It also is expected that, if 
and when the competent authority determines that benefits are to be 
allowed, they will be allowed retroactively to the time of entry into 
force of the relevant treaty provision or the establishment of the 
structure in question, whichever is later (assuming that the taxpayer 
also qualifies under the relevant facts for the earlier period). 


7. It is understood that the fact that the preceding 
provisions of this Article apply only for the purposes 
of the application of the Convention by the United 
States shall not be construed as restricting in any 
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manner the right of a Contracting State to deny bene- 
fits under the Convention where it can reasonably be 
concluded that to do otherwise would result in an 


abuse of the provisions of the Convention. 


Technical Explanation [1995 Protocol]: 
General anti-abuse provisions 


Paragraph 7 was added at Canada’s request to confirm that the spe- 
cific provisions of Article XXIX A and the fact that these provisions 
apply only for the purposes of the application of the Convention by 
the United States should not be construed so as to limit the right of 
each Contracting State to invoke applicable anti-abuse rules. Thus, 
for example, Canada remains free to apply such rules to counter 
abusive arrangements involving “treaty-shopping” through the 
United States, and the United States remains free to apply its sub- 
stance-over-form and anti-conduit rules, for example, in relation to 
Canadian residents. This principle is recognized by the Organization 
for Economic Cooperation and Development in the Commentaries 
to its Model Tax Convention on Income and. on Capital, and the 
United States and Canada agree that it is inherent in the Convention. 
The agreement to state this principle explicitly in the Protocol is not 
intended to suggest that the principle is not also inherent in other tax 
conventions, including the. current Convention with Canada. 


History [Art. XXIX A]: Art. XXIX A added by 1995. Protocol, 
article 18, generally effective for taxation years beginning on or af- 
ter January 1, 1996 (see Art. 21(2) under “Application of the 1995 
Protocol” above.) 


Article XXIX B — Taxes Imposed by 
Reason of Death 


1. Where the property of an individual who is a resi- 
dent of a Contracting State passes by reason of the 
individual’s death to an organization referred to in 
paragraph 1 of Article XXI (Exempt Organizations), 
the tax consequences in a Contracting State arising 
out of the passing of the property shall apply as if the 
organization were a resident of that State. 


Technical Explanation [1995 Protocol]: 
In general 


Article 19 of the Protocol adds to the Convention a new Article 
XXIX B (Taxes Imposed by Reason of Death). The purpose of Arti- 


‘cle XXIX B is to better coordinate the operation of the death tax 


regimes of the two Contracting States. Such coordination is neces- 
sary because the United States imposes an estate tax, while Canada 
now applies an income tax on gains deemed realized at death rather 
than an estate tax. Article XXIX B also contains other provisions 
designed to alleviate death taxes in certain situations. 


For purposes. of new Article XXIX B, the term “resident” has the 
meaning provided by Article IV (Residence) of the Convention, as 
amended by Article 3 of the Protocol. The meaning of the term “res- 
ident” for purposes of Article XXIX B, therefore, differs in some 
respects from its meaning under the estate, gift, and generation- 
skipping transfer tax provisions of the /nternal Revenue Code. 


Charitable bequests 


Paragraph 1 of new Article XXIX B facilitates certain charitable be- 
quests. It provides that a Contracting State shall accord the same 
death tax treatment to a bequest by an individual resident in one of 
the Contracting States to a qualifying exempt organization resident 
in the other Contracting State as it would have accorded if the or- 
ganization had been a resident of the first Contracting State. The 
organizations covered by this provision are those referred to in para- 
graph 1 of Article XXI (Exempt Organizations) of the Convention. 
A bequest by a U.S. citizen or U.S. resident (as defined for estate 
tax purposes under the Internal Revenue Code) to such an exempt 
organization generally is deductible for U.S. estate tax purposes 
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under section 2055 of the Internal Revenue Code, without regard to 
whether the organization is a U.S. corporation. However, if the de- 
cedent is not a U.S. citizen or U.S. resident (as defined for estate tax 
purposes under the Internal Revenue Code), such a bequest is de- 
ductible for U.S. estate tax purposes, under section 2106(a)(2) of the 
Internal Revenue Code, only if the recipient organization is a U.S. 
corporation. Under paragraph | of Article XXIX B, a U.S. estate tax 
deduction also will be allowed for a bequest by a Canadian resident 
(as defined under Article IV (Residence)) to a qualifying exempt 
organization that is a Canadian corporation. However, paragraph | 
does not allow a deduction for U.S. estate tax purposes with respect 
to any transfer of property that is not subject to U.S. estate tax. 


2. In determining the estate tax imposed by the 
United States, the estate of an individual (other than 
a citizen of the United States) who was a resident of 
Canada at the time of the individual’s death shall be 
allowed a unified credit equal to the greater of 


(a) the amount that bears the same ratio to the 
credit allowed under the law of the United States 
to the estate of a citizen of the United States as 
the value of the part of the individual’s gross es- 
tate that at the time of the individual’s death 1s 
situated in the United States bears to the value of 
the individual’s entire gross estate wherever situ- 
ated; and 


(b) the unified credit allowed to the estate of a 
nonresident not a citizen of the United States 
under the law of the United States. 


The amount of any unified credit otherwise allowa- 
ble under this paragraph shall be reduced by the 
amount of any credit previously allowed with respect 
to any gift made by the individual. The credit other- 
wise allowable under subparagraph (a) shall be al- 
lowed only if all information necessary for the verifi- 
cation and computation of the credit is provided. 
Technical Explanation [1995 Protocol]: 

Unified credit 

Paragraph 2 of Article XXIX B grants a “pro rata” unified credit to 
the estate of a Canadian resident decedent, for purposes of comput- 
ing U.S. estate tax. Although the Congress anticipated the negotia- 
tion of such pro rata unified credits in Internal Revenue Code sec- 
tion 2102(c)(3)(A), this is the first convention in which the United 
States has agreed to give such a credit. However, certain exemption 
provisions of existing estate and gift tax conventions have been in- 
terpreted as providing a pro rata unified credit. 


Under the Internal Revenue Code, the estate of a nonresident not a 
citizen of the United States is subject to U.S. estate tax only on its 
U-S. situs assets and is entitled to a unified credit of $13,600, while 
the estate of a U.S. citizen or U.S. resident is subject to U.S. estate 
tax on its entire worldwide assets and is entitled to a unified credit 
of $192,800. (For purposes of these /nternal Revenue Code provi- 
sions, the term “resident” has the meaning provided for estate tax 
purposes under the Internal Revenue Code.) A lower unified credit 
is provided for the former category of estates because it is assumed 
that the estate of a nonresident not a citizen generally will hold 
fewer U.S. situs assets, as a percentage of the estate’s total assets, 
and thus will have a lower U.S. estate tax liability. The pro rata 
unified credit provisions of paragraph 2 increase the credit allowed 
to the estate of a Canadian resident decedent to an amount between 
$13,000 and $192,800 in appropriate cases, to take into account the 
extent to which the assets of the estate are situated in the United 
States. Paragraph 2 provides that the amount of the unified credit 
allowed to the estate of a Canadian resident decedent will in no 
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event be less than the $13,000 allowed under the /nternal Revenue 
Code to the estate of a nonresident not a citizen of the United States 
(subject to the adjustment for prior gift tax unified credits, discussed 
below). Paragraph 2 does not. apply to the estates of U.S, citizen 
decedents, whether resident in Canada or elsewhere, because such 
estates receive a unified credit of $192,800 under the /nternal Reve- 
nue Code. 


Subject to the adjustment for gift tax unified credits, the pro rata 
credit allowed under paragraph 2 is determined by multiplying 
$192,800 by a fraction, the numerator of which is the value of the 
part of the gross estate situated in the United States and the denomi- 
nator of which is the value of the entire gross estate wherever situ- 
ated. Thus, if half of the entire gross estate (by value) of a decedent 
who was a resident and citizen of Canada were situated in the 
United States, the estate would be entitled to a pro rata unified 
credit of $96,400 (provided that the U.S. estate tax due is not less 
than that amount). For purposes of the denominator, the entire gross 
estate wherever situated (i.e., the worldwide estate, determined 
under U.S. domestic law) is to be taken into account for purposes of 
the computation. For purposes of the numerator, an estate’s assets 
will be treated as situated in the United States if they are so treated 
under U.S. domestic law. However, if enacted, a technical correc- 
tion now pending before the Congress will amend U.S. domestic 


law to clarify that assets will not be treated as U.S. situs assets for 


purposes of the pro rata unified credit computation if the United 
States is precluded from taxing them by reason of a treaty obliga- 
tion. This technical correction will affect the interpretation of both 
this paragraph 2 and the analogous provisions in existing conven- 
tions. As currently proposed, it will take effect on the date of 
enactment. 


Paragraph 2 restricts the availability of the pro rata unified credit in 
two respécts. First, the amount of the unified credit otherwise allow- 
able under paragraph 2 is reduced by the amount of any unified 
credit previously allowed against U.S. gift tax imposed on any gift 
by the decedent. This rule reflects the fact that, under U.S. domestic 
law, a U.S. citizen or U.S. resident individual is allowed a unified 
credit against the U.S. gift tax on lifetime transfers. However, as a 
result of the estate tax computation, the individual is entitled only to 
a total unified credit of $192,800, and the amount of the unified 
credit available for use against U.S. estate tax on the individual’s 
estate is effectively reduced by the amount of any unified credit that 
has been allowed in respect of gifts by the individual. This rule is 
reflected by reducing the amount of the pro rata unified credit other- 
wise allowed to the estate of a decedent individual under paragraph 
2 by the amount of any unified credit previously allowed with re- 
spect to lifetime gifts by that individual. This reduction will be rele- 
vant only in rare cases, where the decedent made gifts subject to the 
US. gift tax while a U.S. citizen or U.S. resident (as defined under 
the Internal Revenue Code for U.S. gift tax purposes). 


Paragraph 2 also conditions allowance of the pro rata unified credit 
upon the provision of all information necessary to verify and com- 
pute the credit. Thus, for example, the estate’s representatives will 
be required to demonstrate satisfactorily both the value of the 
worldwide estate and the value of the U.S. portion of the estate. 
Substantiation requirements also apply, of course, with respect to 
other provisions of the Protocol and the Convention. However, the 
negotiators believed it advisable to emphasize the substantiation re- 
quirements in connection with this provision, because the computa- 
tion of the pro rata unified credit involves certain information not 
otherwise relevant for U.S. estate tax purposes. 


In addition, the amount of the pro rata unified credit is limited to the 
amount of U.S. estate tax imposed on the estate. See section 
2102(c)(4) of the Internal Revenue Code. 


3. In determining the estate tax imposed by the 
United States on an individual’s estate with respect 
to property that passes to the surviving spouse of the 
individual (within the meaning of the law of the 
United States) and that would qualify for the estate 
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tax marital deduction under the law of the United 
States if the surviving spouse were a citizen of the 
United States and all applicable elections were prop- 
erly made (in this paragraph and in paragraph 4 re- 
ferred to as “qualifying property”), a non-refundable 
credit computed in accordance with the provisions of 
paragraph 4 shall be allowed in addition to the uni- 
fied credit allowed to the estate under paragraph 2 or 
under the law of the United States, provided that 


(a) the individual was at the time of death a citi- 
zen of the United States or a resident of either 
Contracting State; 


(b) the surviving spouse was at the time of the 
individual’s death a resident of either Contracting 
State; 


(c) if both the individual and the surviving spouse 
were residents of the United States at the time of 
the individual’s death, one or both was a citizen 
of Canada; and 


(d) the executor of the decedent’s estate elects the 
benefits of this paragraph and waives irrevocably 
the benefits of any estate tax marital deduction 
that would be allowed under the law of the 
United States on a United States Federal estate 
tax return filed for the individual’s estate by the 
date on which a qualified domestic trust election 
could be made under the law of the United States. 
Technical Explanation [1995 Protocol]: 
Marital credit 
Paragraph 3 of Article XXIX B allows a special “marital credit” 
against U.S. estate tax in respect of certain transfers to a surviving 
spouse. The purpose of this marital credit is to alleviate, in appropri- 
ate cases, the impact of the estate tax marital deduction restrictions 
enacted by the Congress in the Technical and Miscellaneous Reve- 
nue Act of 1988 (*“TAMRA”). It is the firm position of the U.S. 
Treasury Department that the TAMRA provisions do not violate the 
non-discrimination provisions of this Convention or any other con- 
vention to which the United States is a party. This is because the 
estate — not the surviving spouse —is the taxpayer, and the 
TAMRA provisions treat the estates of nonresidents not citizens of 
the United States in the same manner as the estates of U.S. citizen 
and U.S. resident decedents. However, the U.S. negotiators believed 
that it was not inappropriate, in the context of the Protocol, to ease 
the impact of those TAMRA provisions upon certain estates of lim- 
ited value. 


Paragraph 3 allows a non-refundable marital credit in addition to the 
pro rata unified credit allowed under paragraph 2 (or, in the case of 
a U:S. citizen or U.S. resident decedent, the unified credit allowed 
under U.S. domestic law). However, the marital credit is allowed 
only in connection with transfers satisfying each of the five condi- 
tions set forth in paragraph 3. First, the property must be “qualifying 
property,” i.e., it must pass to the surviving spouse (within the 
meaning of U.S. domestic law) and be property that would have 
qualified for the estate tax marital deduction under U.S. domestic 
law if the surviving spouse had been a U.S. citizen and all applica- 
ble elections specified by U.S. domestic law had been properly 
made. Second, the decedent must have been, at the time of death, 
either a resident of Canada or the United States or a citizen of the 
United States. Third, the surviving spouse must have been, at the 
time of the decedent’s death, a resident of either Canada or the 
United States. Fourth, if both the decedent and the surviving spouse 
were residents of the United States at the time of the decedent’s 
death, at least one of them must have been a citizen of Canada. Fi- 
nally, to limit the benefits of paragraph 3 to relatively small estates, 
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the executor of the decedent’s estate is required to elect the benefits 
of paragraph 3, and to waive irrevocably the benefits of any estate 
tax marital deduction that would be allowed under U.S. domestic 
law, on-a U.S. Federal estate tax return filed by the deadline for 
making a qualified domestic trust election under Internal Revenue 
Code section 2056A(d). In the case of the estate of a decedent for 
which the U.S. Federal estate tax return is filed on or before the date 
on which this Protocol enters into force, this election and waiver 
must be made on any return filed to claim a refund pursuant to the 
special effective date applicable to such estates (discussed below). 


4. The amount of the credit allowed under paragraph 
3 shall equal the lesser of 


(a) the unified credit allowed under paragraph 2 
or under the law of the United States (determined 
without regard to any credit allowed previously 
with respect to any gift made by the individual), 
and 


(b) the amount of estate tax that would otherwise 

be imposed by the United States on the transfer 

of qualifying property. 
The amount of estate tax that would otherwise be 
imposed by the United States on the transfer of qual- 
ifying property shall equal the amount by which the 
estate tax (before allowable credits) that would be 
imposed by the United States if the qualifying prop- 
erty were included in computing the taxable estate 
exceeds the estate tax (before allowable credits) that 
would be so imposed if the qualifying property were 
not so included. Solely for purposes of determining 
other credits allowed under the law of the United 
States, the credit provided under paragraph 3 shall be 
allowed after such other credits. 


Technical Explanation [1995 Protocol]: 


Paragraph 4 governs the computation of the marital credit allowed 
under paragraph 3. It provides that the amount of the marital credit 
shall equal the lesser of (i) the amount of the unified credit allowed 
to the estate under paragraph 2 or, where applicable, under U.S. do- 
mestic law (before reduction for any gift tax unified credit), or (ii) 
the amount of U.S. estate tax that would otherwise be imposed on 
the transfer of qualifying property to the surviving spouse. For this 
purpose, the amount of U.S. estate tax that would otherwise be im- 
posed on the transfer of qualifying property equals the amount by 
which (i) the estate tax (before allowable credits) that would be im- 
posed if that property were included in computing the taxable estate 
exceeds (ii) the estate tax (before allowable credits) that would be 
imposed if the property were not so included. Property that, by rea- 
son of the provisions of paragraph 8 of this Article, is not subject to 
U.S. estate tax is not taken into account for purposes of this hypo- 
thetical computation. 


Finally, paragraph 4 provides taxpayers with an ordering rule. The 
rule states that, solely for purposes of determining any other credits 
(e.g., the credits for foreign and state death taxes) that may be. al- 
lowed under U.S. domestic law to the estate, the marital credit shall 
be allowed after such other credits. 


In certain cases, the provisions of paragraphs 3 and 4 may affect the 
U.S. estate taxation of a trust that would meet the requirements for a 
qualified terminable interest property (“QTIP”) election, for exam- 
ple, a trust with a life income interest for the surviving spouse and a 
remainder interest for other family members. If, in lieu of making 
the QTIP election and the qualified domestic trust election, the de- 
cedent’s executor makes the election described in paragraph 3(d) of 
this Article, the provisions of Internal Revenue Code sections 2044 
(regarding inclusion in the estate of the second spouse of certain 
property for which the marital deduction was previously allowed), 
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2056A (regarding qualified domestic trusts), and 2519 (regarding 
dispositions of certain life estates) will not apply. To obtain this 
treatment, however, the executor is required; under paragraph 3, to 
irrevocably waive the benefit of any marital deduction allowable 
under the /nternal Revenue Code with respect to the trust. 


The following examples illustrate the operation of the marital credit 
and its interaction with other credits. Unless otherwise stated, as- 
sume for purposes of illustration that H, the decedent, and W, his 
surviving spouse, are Canadian citizens resident in Canada at the 
time of the decedent’s death. Assume further that all conditions set 
forth in paragraphs 2 and 3 of this Article XXIX B are satisfied 
(including the condition that the executor waive the estate tax mari- 
tal deduction), that no deductions are available under the /nternal 
Revenue Code in computing the U.S. estate tax liability, and that 
there are no adjusted taxable gifts within the meaning of Jnternal 
Revenue Code section 2001(b) or 2101(c). Also assume that the ap- 
plicable U.S. domestic estate and gift tax laws are those that were in 
effect on the date the Protocol was signed. 


Example ]. H has a worldwide gross estate of $1,200,000. He 
bequeaths U.S. real property worth.$600,000 to W. The remain- 
der of H’s estate consists of Canadian situs property. H’s estate 
would be entitled to a pro rata unified credit of $96,400 (= 
$192,800 x (600,000/1,200,000)) and to a marital credit in the 
same amount (the lesser of the unified credit allowed ($96,400) 
and the U.S, estate tax that would otherwise be imposed on the 
property transferred to W ($192,800 [tax on U.S. taxable estate 
of $600,000])). The pro rata unified credit and the marital credit 
combined would eliminate all U.S. estate tax with respect to the 
property transferred to W. 


Example 2. has a worldwide gross estate of $1,200,000, all of 
which is situated in the United States. He bequeaths U.S. real 
property worth $600,000 to W and U.S. real property worth 
$600,000 to a child, C. H’s estate would be entitled to a pro rata 
unified credit of $192,800 (= $192,800 x 1,200,000/1,200,000) 
and to a marital credit of $192,800 (the lesser of the unified 
credit ($192,800) and the U.S. estate tax that would otherwise 
be imposed on the property transferred to W ($235,000, i-e., 
$427,800 [tax on U.S. taxable estate of $1,200,000] less 
$192,800 [tax on U.S. taxable estate of $600,000])). This would 
reduce the estate’s total U.S. estate tax liability of $427,800 by 
$385,600. ; 


Example 3. H has a worldwide gross estate of $700,000, of 
which $500,000 is real property situated in the United States. H 
bequeaths U.S. real property valued at $100,000 to W.. The re- 
mainder of H’s gross estate, consisting of U.S. and Canadian 
situs real property, is bequeathed to H’s child, C. H’s estate 
would be entitled to a pro rata unified credit of $137,714 
($192,800 x $500,000/$700,000). In addition, H’s estate would 
be entitled to a marital credit of $34,000, which equals the 
lesser of the unified credit ($137,714) and $34,000 (the U.S. 
estate tax that would otherwise be imposed on the property 
transferred to W before allowance of any credits, i.e., $155,800 
[tax on U.S. taxable estate of $500,000] less $121,800 [tax on 
U.S. taxable estate of $400,000)). 


Example 4. H has a worldwide gross estate of $5,000,000, 
$2,000,000 of which consists of U.S. real property situated in 
State X. State X imposes a state death tax equal to the federal 
credit allowed under Jnternal Revenue Code section 2011. H 
bequeaths U.S. situs real property worth $1,000,000 to W and 
U.S. situs real property worth $1,000,000 to his child, C. The 
remainder of H’s estate ($3,000,000) consists of Canadian situs 
property passing to C. H’s estate would be entitled to a pro rata 
unified credit of $77,120 ($192,800 x $2,000,000/$5,000,000). 
H’s estate would be entitled to a state death tax credit under 
Internal Revenue Code section 2102 of $99,600. (determined 
under Internal Revenue Code section 2011(b) with respect to an 
adjusted taxable estate of $1,940,000). H’s estate also would be 
entitled to a marital credit of $77,120, which equals the lesser 
of the unified credit ($77,120) and $435,000 (the U.S. estate tax 
that would otherwise be imposed on the property transferred to 
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W before allowance of any credits, i.e., $780,000 [tax on U.S. 
taxable estate of $2,000,000] less $345,800 [tax on U.S. taxable 
estate of $1,000,000)). 

Example 5. The facts are the same’as‘in Example 4, except that 
H and W are Canadian citizens who are resident in the United 
States at the time of H’s death. Canadian Federal and provincial 
income taxes totalling $500,000 are imposed by reason of H’s 
death. H’s estate would be entitled to a unified credit of 
$192,800 and to a state death tax credit of $300,880 under /n- 
ternal Revenue Code sections 2010 and 2011(b), respectively. 
Under paragraph 6 of Article XXIX B, H’s estate would be en- 
titled to a credit for the Canadian income tax imposed by reason 
of death, equal to the lesser of $500,000 (the Canadian taxes 
paid) or $1,138,272 ($2,390,800 (tax on $5,000,000 taxable es- 
tate) less total of unified and state death tax credits ($493,680) x 
$3,000,000/$5,000,000). H’s estate also would be entitled to a 
marital credit of $192,800, which equals the lesser of the uni- 
fied credit ($192,800) and $550,000 (the U.S. estate tax that 
would otherwise be imposed on the property transferred to W 
before allowance of any credits, i.e., $2,390,800 [tax on U.S. 
taxable estate of $5,000,000] less $1,840,800 [tax on U.S. taxa- 
ble estate of $4,000,000)). 


5. Where an individual was a resident of the United 
States immediately before the individual’s death, for 
the purposes of subsection 70(6) of the Income Tax 
Act, both the individual and the individual’s spouse 
shall be deemed to have been resident in Canada im- 
mediately before the individual’s death. Where a 
trust that would be a trust described in subsection 
70(6) of that Act, if its trustees that were residents or 
citizens of the United States or domestic corpora- 
tions under the law of the United States were re- 
sidents of Canada, requests the competent authority 
of Canada to do so, the competent authority, may 
agree, subject to terms and conditions satisfactory to 
such competent authority, to treat the trust for the 
purposes of that Act as being resident in Canada for 
such time as may be stipulated in the agreement. 


Technical Explanation [1995 Protocol]: 
Canadian treatment of certain transfers 


The provisions of paragraph 5 relate to the operation of Canadian 
law. They are intended to provide deferral (“rollover”) of the Cana- 
dian tax at death for certain transfers to a surviving spouse and to 
permit the Canadian competent authority to allow such deferral for 
certain transfers to a trust. For example, they would enable the com- 
petent authority to treat a trust that is a qualified domestic trust for 
U.S. estate tax purposes as a Canadian spousal trust as well for pur- 
poses of certain provisions of Canadian tax law and of the Conven- 
tion. These provisions do not affect U.S. domestic law regarding 
qualified domestic trusts. Nor do they affect the status of U.S. resi- 
dent individuals for any other purpose. 


Interpretation Bulletins: IT-305R4: Testamentary spouse trusts. 


6. In determining the amount of Canadian tax paya- 
ble by an individual who immediately before death 
was a resident of Canada, or by a trust described in 
subsection 70(6) of the Income Tax Act (or a trust 
which is treated as being resident in Canada under 
the provisions of paragraph 5), the amount of any 
Federal or state estate or inheritance taxes payable in 
the United States (not exceeding, where the individ- 
ual was a citizen of the United States or a former 
citizen referred to in paragraph 2 of Article XXIX 
(Miscellaneous Rules), the amount of estate and in- 


2667 


Art. XXIX B 


heritance taxes that would have been payable if the 
individual were not a citizen or former citizen of the 
United States) in respect of property situated within 
the United States shall, 


(a) to the extent that such estate or inheritance 
taxes are imposed upon the individual’s death, be 
allowed as a deduction from the amount of any 
Canadian tax otherwise payable by the individual 
for the taxation year in which the individual died 
on the total of 


(i) any income, profits or gains of the individ- _ 


ual arising (within the meaning of paragraph 3 
of Article XXIV (Elimination of Double Tax- 
ation)) in the United States in that year, and 


(ii) where the value at the time of the individ- 
ual’s death of the individual’s entire gross es- 
tate wherever situated (determined under the 
law of the United States) exceeded 1.2 million 
U.S. dollars or its equivalent in Canadian dol- 
lars, any income, profits or gains of the indi- 
vidual for that year from property situated in 
the United States at that time, and 


(b) to the extent that such estate or inheritance 
taxes are imposed upon the death of the individ- 
ual’s surviving spouse, be allowed as a deduction 
from the amount of any Canadian tax otherwise 
payable by the trust for its taxation year in which 
that spouse dies on any income, profits or gains 
of the trust for that year arising (within the mean- 
ing of paragraph 3 of Article XXIV (Elimination 
of Double Taxation)) in the United States or from 
property situated in the United States at the time 
of death of the spouse. 


For purposes of this paragraph, property. shall be 
treated as situated within the United States if it is so 
treated for estate tax purposes under the law of the 
United States as in effect on March 17, 1995, subject 
to any subsequent changes thereof that the compe- 
tent authorities of the Contracting States have agreed 
to apply for the purposes of this paragraph. The de- 
duction allowed under this paragraph shall take into 
account the deduction for any income tax paid or ac- 
crued to the United States that is provided under par- 
agraph 2(a), 4(a) or 5(b) of Article XXIV (Elimina- 
tion of Double Taxation). 


Technical Explanation [1995 Protocol]: 
Credit for U.S. taxes 


Under paragraph 6, Canada agrees to give Canadian residents and 
Canadian resident spousal trusts (or trusts treated as such by virtue 
of paragraph 5) a deduction from tax (i.e., a credit) for U.S. Federal 
or state estate or inheritance taxes imposed on U.S. situs property of 
the decedent or the trust. This credit is allowed. against the income 
tax imposed by Canada, in an amount computed in accordance with 
subparagraph 6(a) or 6(b). 


Subparagraph 6(a) covers the first set of cases — where the U.S. tax 
is imposed upon a decedent’s death. Subparagraph 6(a)(i) allows a 
credit for U.S. tax against the total amount of Canadian income tax 
payable by the decedent in the taxable year of death on any income, 
profits, or gains arising in the United States (within the meaning of 
paragraph 3 of Article XXIV (Elimination of Double-Taxation)). 


Canada—U.S. Tax Convention 


For purposes of subparagraph 6(a)(i), income, profits, or gains aris- 
ing in the United States within the meaning of paragraph 3 of Arti- 
cle XXIV include gains deemed realized at death on U.S. situs real 
property and on personal property forming part of the business 
property of a U.S. permanent establishment or fixed base. (As ex- 
plained below, these are the only types of property, on which the 
United States may impose its estate tax if the estate is worth $1.2 
million or less.) Income, profits, or gains arising in the United 
States also include income and profits earned by the decedent dur- 
ing the taxable year of death, to the extent that the United States 
may tax such amounts under the Convention (e.g., dividends. re- 
ceived from a U.S. corporation and wages from the performance of 
personal services in the United States). 


Where the value of the decedent’s entire gross estate exceeds $1,2 
million, subparagraph 6(a)(ii) allows a credit against the Canadian 
income tax on any income, profits, or gains from any U.S. situs 
property, in addition to any credit allowed by subparagraph 6(a)(1). 
This provision is broader in scope than is the general rule under 
subparagraph 6(a)(i), because the United States has retained the 
right to impose its estate tax on all types of property in the case of 
larger estates. 


Subparagraph 6(b) provides rules for a second category of cases — 
where the U.S. tax is imposed upon the death of the surviving 
spouse. In these cases, Canada agrees to allow a credit against the 
Canadian tax payable by a trust for its taxable year during which the 
surviving spouse dies on any income, profits, or gains (i) arising in 
the United States on U.S. situs real property or business property, or 
(ii) from property situated in the United States. These rules are in- 
tended to provide a credit for taxes imposed as a result of the death 
of the surviving spouse in situations involving trusts. To: the extent 
that taxes are imposed on the estate of the surviving spouse, subpar- 
agraph 6(a) would apply as well. In addition, the competent authori- 
ties are authorized to provide relief from double taxation in certain 
additional circumstances involving trusts, as described above in 
connection. with Article 14 of the Protocol. 


The credit allowed under paragraph 6 is subject to certain condi- 
tions. First, where the decedent was a U.S. citizen or former citizen 
(described in paragraph 2 of Article XXIX (Miscellaneous Rules)), 
paragraph 6 does not obligate Canada to provide a credit for U.S. 
taxes in excess of the amount of U.S. taxes that would have been 
payable if the decedent had not been a U.S. citizen or former citi- 
zen. Second, the credit allowed under paragraph 6 will be computed 
after taking into account any deduction for U.S. income tax pro- 
vided under paragraph 2(a), 4(a), or 5(b) of Article XXIV (Elimina- 
tion of Double Taxation). This clarifies that no double credit will be 
allowed for any amount and provides an ordering rule. Finally, be- 
cause Canadian domestic law does not contain a definition of U.S. 
situs property for death tax purposes, such a definition is provided 
for purposes of paragraph 6. To maximize coordination of the credit 
provisions, the Contracting States agreed to follow the U.S. estate 
tax law definition as in effect on the date of signature of the Proto- 
col and, subject to competent authority agreement, as it may be 
amended in the future. 


7; In determining the amount of estate tax imposed 
by the United States on the estate of an individual 
who was a resident or citizen of the United States at 
the time of death, or upon the death of a surviving 
spouse with respect to.a qualifed domestic trust cre- 
ated by such an individual or the individual’s execu- 
tor or surviving spouse, a credit shall be allowed 
against such tax imposed in respect of property situ- 
ated outside the United States, for the federal and 
provincial income taxes payable in Canada in respect 
of such property by reason of the death of the indi- 
vidual or, in the case of a qualified domestic: trust, 
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the individual’s surviving spouse. Such credit shall 
be computed in accordance with the following rules: 


(a) a credit otherwise allowable under this para- 
graph shall be allowed regardless of whether the 
identity of the taxpayer under the law of Canada 
corresponds to that under the law of the United 
States; 


(b) the amount of a credit allowed under this par- 
agraph shall be computed in accordance with the 
provisions and subject to the limitations of the 
law of the United States regarding credit for for- 
eign death taxes (as it may be amended from time 
to time without changing the general principle 
hereof), as though the income tax imposed by 
Canada were a creditable tax under that law; 


(c) a credit may be claimed under this paragraph 
for an amount of federal or provincial income tax 
payable in Canada only to the extent that no 
credit or deduction is claimed for such amount in 
determining any other tax imposed by the United 
States, other than the estate tax imposed on prop- 
erty in a qualified domestic trust upon the death 
of the surviving spouse. 


Technical Explanation [1995 Protocol]: 
Credit for Canadian taxes 


Under paragraph 7, the United States agrees to allow a credit 
against U.S. Federal estate tax imposed on the estate of a U.S. resi- 
dent or U.S. citizen decedent, or upon the death of a surviving 
spouse with respect to a qualified domestic trust created by such a 
decedent (or the decedent’s executor or surviving spouse). The 
credit is allowed for Canadian Federal and provincial income taxes 
imposed at death with respect to property of the estate or trust that is 
situated outside of the United States. As in the case under paragraph 
6, the competent authorities also are authorized to provide relief 
from double taxation in certain cases involving trusts (see discus- 
sion of Article 14, above). 


The amount of the credit generally will be determined as though the 
income tax imposed by Canada were a creditable tax under the U.S. 
estate tax provisions regarding credit for foreign death taxes, in ac- 
cordance with the provisions and subject to the limitations of Jnter- 
nal Revenue Code section 2014. However, subparagraph 7(a) clari- 
fies that a credit otherwise allowable under paragraph 7 will not be 


denied merely because of inconsistencies between U.S. and Cana- 


dian law regarding the identity of the taxpayer in the case of a par- 
ticular taxable event. For example, the fact that the taxpayer is the 
decedent’s estate for purposes of U.S. estate taxation and the dece- 
dent for purposes of Canadian income taxation will not prevent the 
allowance of a credit under paragraph 7 for Canadian income taxes 
imposed by reason of the death of the decedent. 


In addition, subparagraph 7(c) clarifies that the credit against the 
U.S. estate tax generally may be claimed only to the extent that no 
credit or deduction is claimed for the same amount of Canadian tax 
in determining any other U.S. tax. This makes clear, for example, 
that a credit may not be claimed for the same amount under both 
this provision and Article XXIV (Elimination of Double Taxation). 
To prevent double taxation, an exception to this restriction is pro- 
vided for certain taxes imposed with respect to qualified domestic 
trusts. Subject to the limitations of subparagraph 7(c), the taxpayer 
may choose between relief under Article XXIV, relief under this 
paragraph 7, or some combination of the two. 


8. Provided that the value, at the time of death, of the 
entire gross estate wherever situated of an individual 
who was a resident of Canada (other than a citizen of 
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the United States) at the time of death does not ex- 
ceed 1.2 million U.S dollars or its equivalent in Ca- 
nadian dollars, the United States may impose its es- 
tate tax upon property forming part of the estate of 
the individual only if any gain derived by the indi- 
vidual from the alienation of such property would 
have been subject to income taxation by the United 
States in accordance with Article XIII, (Gains). 


Technical Explanation [1995 Protocol]: 
Relief for small estates 


Under paragraph 8, the United States agrees to limit the application 
of its estate tax in the case of certain small estates of Canadian resi- 
dent decedents. This provision is intended to eliminate the “trap for 
the unwary” that exists for such decedents, in the absence of an es- 
tate tax convention between. the United States and Canada. In the 
absence of sophisticated estate tax planning, such decedents may in- 
advertently subject their estates to U.S. estate tax liability by hold- 
ing shares of U.S. corporate stock or other,U.S. situs property. U.S. 
resident decedents are already protected in this regard by the provi- 
sions of Article XII (Gains) of the present Convention, which pro- 
hibit Canada from imposing its income tax on gains deemed real- 
ized at death by U.S. residents on such property. 


Paragraph 8 provides relief only in‘ the,case, of Canadian resident 
decedents whose entire gross estates wherever situated (1.e., world- 
wide gross estates determined under U.S. law) have a value,:at the 
time of death, not exceeding $1.2 million. Paragraph 8 provides that 
the United States may impose its estate tax upon property forming 
part of such estates only if any gain on alienation of the property 
would have been subject to U.S. income taxation under Article XIII 
(Gains). For estates with a total value not exceeding $1.2 million, 
this provision has the effect of permitting the United States to im- 
pose its estate tax only on real property situated in the United States, 
within the meaning of Article XIII, and personal property forming 
part of the business property of a U.S. permanent establishment or 
fixed base. 


Saving clause exceptions 


Certain provisions of Article XXIX B are included in the list of ex- 
ceptions to the general “saving clause” of Article XXIX (Miscella- 
neous Rules), as amended by Article 17 of the Protocol. To the ex- 
tent that an exception from the saving clause is provided for a 
provision, each Contracting State is required to allow the benefits of 
that provision to its residents (and, in the case of the United States, 
its citizens), notwithstanding the saving clause. General saving 
clause exceptions are provided for paragraphs 1,5, and 6 of Article 
XXIX B. Saving clause exceptions are provided for paragraphs 2, 3, 
4, and 7, except for the estates of former U.S. citizens referred to in 
paragraph 2 of Article XXIX. 

Effective dates 

Article 21 of the Protocol contains special retrospective effective 
date provisions for paragraphs 2 through 8 of Article XXIX B and 
certain related provisions of the Protocol. Paragraphs 2 through 8 of 
Article XXIX B and the specified related provisions generally will 
take effect with respect to deaths occurring after the date on which 
the Protocol enters into force (i.e., the date on which the instruments 
of ratification are exchanged). However, the benefits of those provi- 
sions will also be available with respect to deaths occurring after 
November 10, 1988, provided that a claim for refund due as a result 
of these provisions is filed by the later of one year from the date on 
which the Protocol enters into force or the date on which the appli- 
cable period for filing such a claim expires under the domestic law 
of the Contracting State concerned. The general effective dates set 
forth in Article 21 of the Protocol otherwise apply. 


It is unusual for the United States to agree to retrospective effective 
dates. In this case, however, the negotiators believed that retrospec- 
tive application was not inappropriate, given the fact that the 
TAMRA provisions were the impetus for negotiation of the Proto- 
col and that the negotiations commenced soon after the enactment 
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of TAMRA. The United States has agreed to retrospective.effective 
dates in certain other instances (e.g., in the case of the U.S.-Ger- 
many estate tax treaty). The retrospective effective dates apply re- 
ciprocally, so that they will benefit the estates of U.S. decedents as 
well as Canadian decedents. 


Related Provisions [Art. XXIX B]: ITA 60(d) — Deduction for 
interest accruing on estate taxes; Art. II:2(b)(iv) — Application to 
U.S. estate taxes; Art. XXVI:3(g) — Competent authority agree- 
ment to eliminate double taxation. 


History [Art. XXIX B]: Art. XXIX B added by 1995 Protocol, 
article 19, generally effective for deaths after November 10, 1988, 
provided refund claims that would otherwise be too late are filed by 
November 9, 1996 (see Art. 21(2) under “Application of the 1995 
Protocol” above.) 


Article XXX — Entry Into Force 


1. This Convention shall be subject to ratification in 
accordance with the applicable procedures of each 
Contracting State and instruments of ratification 
shall be exchanged at Ottawa as soon as possible. 


Technical Explanation [1984]: 


Paragraph 1 provides that the Convention is subject to ratification in 
accordance with the procedures of Canada and the United States. 
The exchange of instruments of ratification is to take place at Ot- 
tawa as soon as possible. 


2. The Convention shall enter into force upon the ex- 
change of instruments of ratification and, subject to 
the provisions of paragraph 3, its provisions. shall 
have effect: 


(a) for tax withheld at the source on income re- 
ferred to in Articles X (Dividends), XI (Interest), 
XII (Royalties) and XVIII (Pensions and Annui- 
ties), with respect to amounts paid or credited on 
or after the first day of the second month next fol- 
lowing the date on which the Convention enters 
into force; 


(b) for other taxes, with respect to taxable years 
beginning on or after the first day of January next 
following the date on which the Convention en- 
ters into force; and 


(c) notwithstanding the provisions of subpara- 
graph (b), for the taxes covered by paragraph 4 of 
Article XXIX (Miscellaneous Rules) with respect 
to all taxable years referred to in that paragraph. 


Technical Explanation [1984]: 


Paragraph 2 provides, subject to paragraph 3, that the Convention 
shall enter into force upon the exchange of instruments of ratifica- 
tion. It has effect, with respect to source State taxation of dividends, 
interest, royalties, pensions, annuities, alimony, and child support, 
for amounts paid or credited on or after the first day of the second 
calendar month after the date on which the instruments of ratifica- 
tion are exchanged. For other taxes, the Convention takes effect for 
taxable years beginning on or after January | next following the 
date when instruments of ratification are exchanged. In the case of 
relief from United States social security taxes provided by para- 
graph 4 of Article XXIX (Miscellaneous Rules), the Convention 
also has effect for taxable years before the date on which instru- 
ments of ratification are exchanged. 


Canada—U.S. Tax Convention 


3. For the purposes of applying the United States for- 
eign tax credit in relation to taxes paid or accrued to 
Canada: 


(a) notwithstanding the provisions of paragraph 
2(a) of Article I] (Taxes Covered), the tax on 
1971 undistributed income on hand imposed by 
Part [IX of the Income Tax Act of Canada shall be 
considered to be an income tax for distributions 
made on or after the first day of January 1972 and 
before the first day of January 1979 and shall be 
considered to be imposed upon the recipient of a 
distribution, in the proportion that the distribution 
out of undistributed income with respect to which 
the tax has been paid bears to 85 per cent of such 
undistributed. income; 


(b) the principles of paragraph 6 of Article XXIV 

_ (Elimination of Double Taxation) shall have ef- 
fect for taxable years beginning on or after the 
first day of January 1976; and 


(c) the provisions of paragraph 1| of Article XXIV 
shall have effect for taxable years beginning on 
or after the first day of January 1981. 


Any claim for refund based on the provisions of this 
paragraph may be filed on or before June 30 of the 
calendar year following that in which the Conven- 
tion enters into force, notwithstanding any rule of 
domestic law to the contrary. 


History: Para. 3 amended by 1983 Protocol, article XIV. 
Technical Explanation [1984]: 


Paragraph 3 provides special effective date rules for foreign tax 
credit computations with respect to taxes paid or accrued to Canada. 
Paragraph 3(a) provides that the tax on 1971 undistributed income 
on hand imposed by Part IX of the Income Tax Act of Canada is 
considered to be an “income tax” for distributions made on or after 
January 1, 1972 and before January 1, 1979. Any such tax which is 
paid or accrued under U.S. standards is considered to be imposed at 
the time of distribution and on the recipient of the distribution, in 
the proportion that the distribution out of undistributed income with 
respect to which the tax has been paid bears to 85 percent of such 
undistributed income. A person claiming a credit for-tax pursuant to 
paragraph 3(a) is obligated to compute the amount of the credit in 
accordance with that paragraph. 


Paragraph 3(b) provides that the principles of paragraph 6 of Article 
XXIV (Elimination of Double Taxation), which provides for 
resourcing of certain dividend, interest, and royalty income to elimi- 
nate double taxation of U.S. citizens residing in Canada, have effect 
for taxable years beginning on or after January 1, 1976. The para- 
graph is intended to grant the competent authorities sufficient flexi- 
bility to address certain practical problems that have arisen under 
the 1942 Convention. It is anticipated that the competent authorities 
will be guided by paragraphs 4 and 5 of Article XXIV in applying 
paragraph 3(b) of Article XXX. Paragraph 3(c) provides that the 
provisions ‘of paragraph | of Article XXIV (and the source rules of 
that Article) shall have effect for taxable years beginning on or after 
January 1, 1981. 


Any claim for refund based on the provisions of paragraph 3,may be 
filed on or before June 30 of the calendar year following the year in 
which instruments of ratification are exchanged, notwithstanding 
statutes of limitations or other rules of domestic law to the contrary. 
For purposes of Code section 6611, the date of overpayment is the 
date on which instruments of ratification are exchanged, with re- 
spect to any refunds of U.S. tax pursuant to paragraph 3. 
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4. Subject to the provisions of paragraph 5, the 1942 
Convention shall cease to have effect for taxes for 
which this Convention has effect in accordance with 
the provisions of paragraph 2. 


Technical Explanation [1984]: 


Paragraph 4 provides that, subject to paragraph 5, the 1942 Conven- 
tion ceases to have effect for taxes for which the Convention has 
effect under the provisions of paragraph 2. For example, if under 
paragraph 2 the Convention were to have effect with respect to 
taxes withheld at source on dividends paid as of October 1, 1984, 
the 1942 Convention will not have effect with respect to such taxes. 


5. Where: any greater relief from tax would have 
been afforded by any provision. of the. 1942 Conven- 
tion than under this Convention, any such provision 
shall continue to have effect for the first taxable year 
with respect to which the provisions of this Conven- 
tion have effect under paragraph 2(b). 


Technical Explanation [1984]: 


Paragraph 5 modifies the rule of paragraph 4 to allow all of the pro- 
visions of the 1942 Convention to continue to have effect for the 
period through the first taxable year with respect to which the provi- 
sions of the Convention would otherwise have effect under para- 
graph 2(b), if greater relief from tax is available under the 1942 
Convention than under the Convention. Paragraph 5 applies to all 
provisions of the 1942 Convention, not just those provisions of the 
Convention for which the Convention takes effect under paragraph 
2(b) of this Article. Thus, for example, assume that the Convention 
has effect, pursuant to paragraph 2(b), for taxable years of a tax- 
payer beginning on or after January 1, 1985. Further assume that a 
U.S. resident with a taxable year beginning on April 1. and ending 
on March 31 receives natural resource royalties from Canada which 
are subject to a 25% tax under Article VI (Income from Real Prop- 
erty) of the Convention, as amended by the Protocol, and Canada’s 
internal law, but which would be subject to a 15% tax under Article 
XI of the 1942 Convention. Pursuant to paragraph 5, the greater 
benefits of the 1942 Convention would continue to apply to royal- 
ties paid or credited to the U.S. resident through March 31, 1986. 


6. The 1942 Convention shall terminate on the last 
date on which it has effect in accordance with the 
preceding provisions of this Article. 


Technical Explanation [1984]: 


Paragraph 6 provides that the 1942 Convention terminates on the 
last of the dates on which it has effect in accordance with the provi- 
sions of paragraphs 4 and 5. 


7. The Exchange of Notes between the United States 
and Canada dated August 2 and September 17, 1928, 
providing for relief from double income taxation on 
shipping profits, is terminated. Its provisions shall 
cease to have effect with respect to taxable years be- 
ginning on or after the first day of January next fol- 
lowing the date on which this Convention enters into 
force. 


Technical Explanation [1984]: 


Paragraph 7 terminates the Exchange of Notes between the United 
States and Canada of August 2 and September 17, 1928 providing 


for relief from double taxation of shipping profits. The provisions of 


the Exchange of Notes no longer have effect for taxable years be- 
ginning on or after January | following the exchange of instruments 
of ratification of the Convention. The 1942 Convention, in Article 
V, had suspended the effectiveness of the Exchange of Notes. 


Art. XXXI 


8. The provisions of the Convention between the 
Government of Canada and the Government of the 
United States of America for the Avoidance of 
Double Taxation and the Prevention of Fiscal Eva- 
sion with Respect to Taxes on the Estates of De- 
ceased Persons signed at Washington on February 


‘17, 1961 shall continue to have effect with respect to 


estates of persons deceased prior to the first day of 
January next following the date on which this Con- 
vention enters into force but shall cease to have ef- 
fect with respect to estates of persons deceased on or 
after that date. Such Convention shall terminate on 
the last date on which it has effect’ in accordance 
with the preceding sentence. 


Technical Explanation [1984]: 


Paragraph 8 terminates the Convention between Canada and the 
United States for the Avoidance of Double Taxation with Respect to 
Taxes on the Estates of Deceased Persons signed on February 17, 
1961. The provisions of that,Convention cease to have effect with 
respect to estates of persons deceased on or after January 1 of the 
year following the exchange of instruments of ratification of the 
Convention. . 

Interpretation Bulletins: IT-173R2: Capital gains derived in 
Canada by residents of the United States. 


Article XXXI — Termination 


1. This Convention shall remain in force until termi- 
nated by a Contracting State. 


Technical Explanation [1984]: 


Paragraph | provides that the Convention shall remain in force until 
terminated by Canada.or the United States. 


2. Either Contracting State may terminate the Con- 
vention at any time after 5 years from the date on 
which the Convention enters into force provided that 
at least 6 months’ prior notice of termination has 
been given through diplomatic channels. 


Technical Explanation [1984]: 


Paragraph 2 provides that either Canada or the United States may 
terminate the Convention at any time after 5 years from the date on 
which instruments of ratification are exchanged, provided that no- 
tice of termination is given through diplomatic channels at least 6 
months prior to the date on which the Convention is to terminate. 


3. Where a Contracting State considers that a signifi- 
cant change introduced in the taxation laws of the 
other Contracting State should be accommodated by 
a modification of the Convention, the Contracting 
States shall consult together with a view to resolving 
the matter; if the matter cannot be satisfactorily re- 
solved, the first-mentioned State may terminate the 
Convention in accordance with the procedures set 
forth in paragraph 2, but without regard to the 5 year 
limitation provided therein. 

Technical Explanation [1984]: 


Paragraph 3 provides a special termination rule in situations where 
Canada or the United States changes its taxation laws and the other 
Contracting State believes that such change is significant enough to 
warrant modification of the Convention. In such a circumstance, the 
Canadian Ministry of Finance and the United States Department of 
the Treasury would consult with a view to resolving the matter. If 
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the matter cannot be satisfactorily resolved, the Contracting State 
requesting an accommodation because of the change in the other 
Contracting State’s taxation laws may terminate the Convention by 
giving the 6 months’ prior notice required by paragraph 2, without 
regard to whether the Convention has been in force for 5 years. 


4. In the event the Convention is terminated, the 
Convention shall cease to have effect: 


(a) for tax withheld at the source on income re- 
ferred to in Articles X (Dividends), XI (Interest), 
XII (Royalties), XVIII (Pensions and Annuities) 
and paragraph 2 of Article XXII (Other Income), 
with respect to amounts paid or credited on or af- 
ter the first day of January next following the ex- 
piration of the 6 months’ period referred to in 
paragraph 2; and 
(b) for other taxes, with respect to taxable years 
beginning on or after the first day of January next 
following the expiration of the 6 months’ period 
referred to in paragraph 2. 
Technical Explanation [1984]: 
Paragraph 4 provides that, in the event of termination, the Conven- 
tion ceases to have effect for tax withheld at source under Articles 
X (Dividends), XI (Interest), XII (Royalties), and XVIII (Pensions 
and Annuities), and under paragraph 2 of Article XXII (Other In- 
come), with respect to amounts paid or credited on or after the first 
day of January following the expiration of the 6 month period re- 
ferred to in paragraph 2. In the case of other taxes, the Convention 
shall cease to have effect in the event of termination with respect to 
taxable years beginning on or after January 1 following the expira- 
tion of the 6 month period referred to in paragraph 2. 


Execution and Competent 
Authorities Letter 


September 26, 1980 
Excellency: 


I have the honor to refer to the Convention between 
the United States of America and Canada with Re- 
spect to Taxes on Income and on Capital, signed to- 
day, and to confirm certain understandings reached 
between the two Governments with respect to the 
Convention. deraie: 
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1. In French, the term “société” also means a “corpo- 
ration” within the meaning of Canadian law. 


2. The competent authorities of each of the Con- 
tracting States shall review the procedures and re- 
quirements for an organization of the other Con- 
tracting State to establish its status as a religious, 
scientific, literary, educational or charitable organi- 
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zation entitled to exemption under paragraph 1 of 
Article XXI (Exempt Organizations), or as an eligi- 
ble recipient of the charitable contributions or gifts 
referred to in paragraphs 5 and 6 of Article XXI, 
with a view to avoiding duplicate application by 
such organizations to the administering agencies of 
both Contracting States. If a Contracting State deter- 
mines that the other Contracting State maintains pro- 
cedures to determine such status and rules for quali- 
fication that are compatible with such procedures 
and rules of the first-mentioned Contracting State, it 
is contemplated that such first-mentioned Con- 
tracting State shall accept the certification of the ad- 
ministering agency of the other Contracting State as 
to such status for the purpose of making the neces- 
sary determinations under paragraphs 1,5 and 6 of 
Article XXI. 


It is further agreed that the term “family”, as used in 
paragraphs 5 and 6 of Article XXI, means an indi- 
vidual’s brothers and sisters (whether by whole or 
half-blood, or by adoption), spouse, ancestors, lineal 
descendants and adopted descendants. 


3. It is the position of Canada that the so-called “uni- 
tary apportionment” method used by certain states of 
the United States to allocate income to United States 
offices or subsidiaries of Canadian companies results 
in inequitable taxation and imposes excessive admin- 
istrative burdens on Canadian companies doing busi- 
ness in those states. Under that method the profit of a 
Canadian company on its United States business is 
not determined on the basis of arm’s-length relations 
but is derived from a formula taking account of the 
income of the Canadian company and its worldwide 
subsidiaries as well as the assets, payroll and sales of 
all such companies. For a Canadian multinational 
company with many subsidiaries in different coun- 
tries to have to submit its books and records for all 
of these companies to a state of the United States im- 
poses a costly burden. It is understood that the Sen- 
ate of the United States has not consented to any lim- 
itation on the taxing jurisdiction of the states by a 
treaty and that a provision which would have re- 
stricted the use of unitary apportionment in the case 
of United Kingdom corporations was recently re- 
jected by the Senate. Canada continues to be con- 
cerned about this issue as it affects Canadian mul- 
tinationals. If an acceptable provision on this subject 
can be devised, the United States agrees to. reopen 
discussions with Canada on this subject. 
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CONVENTION BETWEEN THE GOVERNMENT OF CANADA AND THE GOVERNMENT OF . 
THE UNITED KINGDOM OF GREAT BRITAIN AND NORTHERN IRELAND FOR THE 
AVOIDANCE OF DOUBLE TAXATION AND THE PREVENTION OF FISCAL EVASION WITH 
RESPECT TO TAXES ON INCOME AND CAPITAL GAINS AS AMENDED 


(Enacted in Canada by S.C. 1980-81-82-83, c. 44, Part X.) 


The Canada-United Kingdom Income Tax Convention, as signed on September 8, 1978 and amended by a 
Protocol signed on April 15, 1980 and a second Protocol signed on October 16, 1985, is reproduced below. 


Background 


The Canada-United Kingdom Income Tax Convention as signed on September 8, 1978 and subsequently 
amended by the Protocol signed on April 15, 1980 (the “1980 Protocol’) and the Protocol signed on October 
16, 1985 (the “1985 Protocol’), is reproduced below. The Convention was brought into force on December 
17, 1980, the 1980 Protocol entered into force on December 18, 1980, and the 1985 Protocol entered into 
force on December 23, 1985. In accordance with Article 28 of the Convention and Article VI of the 1980 
Protocol, the provisions thereof have effect in Canada as follows: 


(a) in respect of tax withheld at the source on amounts paid or creditéd to non-residents on or after Janu- 
ary. 11976; 


(b) in respect of other Canadian taxes, for the 1976 taxation year and subsequent years; 


(c) the provisions of Article 27A of the Convention, as added by Article IV of the Protocol, will have 
effect in Canada: 


(i). in respect of tax withheld at the source on amounts paid or credited to non-residents on or after 

January 1, 1981; 

(ii) in respect of other Canadian taxes for any taxation year beginning on or after January 1, 1981. 
The provisions of the 1985 Protocol have effect in Canada as follows: 


(a) for tax withheld at the source on income referred to in Articles 10, 11 aia; 12 of the air Sancta as 
amended by the 1985 Protocol, with respect to amounts paid or credited on or after February 1, 1986; 


(b) in relation to payments referred to in Article 17 of the Convention, as amended by the 1985 Protocol, 
with respect to amounts paid on or after April 6, 1986; 


(c) in relation to all other provisions of the 1985 Protocol, for taxation years beginning on or after January 
1, 1986. . 


The 1985. Protocol shall cease to be effective at such time as the Convention ceases to be effective in accor- 
dance with Article 29 of the Convention. 


The Government of Canada and the Government of the United Kingdom of Great Britain and Northern Ire- 
land, desiring to conclude a Convention for the avoidance of double taxation and the prevention of fiscal 
evasion with respect to taxes on income and capital gains, have agreed as follows: 


Article 1 — Personal Scope (b) in the United Kingdom of Great Britain and 
Northern Ireland: 


the income tax, the corporation tax, the capital 
gains tax, the petroleum revenue tax and the de- 


[ velopment land tax (hereinafter referred to as 
Article 2 — Taxes Covered eran Kingdom tax”). 


This Convention shall apply to persons who are re- 
sidents of one or both of the Contracting States. 


1. The taxes which are the subject of this Convention | 2. The Convention shall apply also to any identical 
are: or substantially similar taxes which are imposed af- 
ter the date of signature of this Convention in addi- 
tion to, or in place of; the existing taxes by either 
the income taxes which are imposed by the Gov- | Contracting State or by the Government of any terri- 
ernment of Canada, (hereinafter referred to as | tory to which the present Convention is extended 
“Canadian tax’’); under Article 26. The Contracting States shall notify 


(a) in Canada: 
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each other of changes which have been made in their 
respective taxation laws. 


Article 3 — General Definitions 


1. In this Convention, unless the context otherwise 
requires: 


(a) ; 
(i) the term “Canada” used in a geographical 
sense, means the territory of Canada, includ- 
ing any area beyond the territorial waters of 
Canada which is an area where Canada may, 
in accordance with its national legislation and 
international law, exercise sovereign rights 
with respect to the sea-bed and sub-soil and 
their natural resources; 


(ii) the term “United Kingdom” means Great 
Britain and Northern Ireland, including an 
area outside the territorial sea of the United 
Kingdom which in accordance with interna- 
tional law has been or may be hereafter desig- 
nated, under the laws of the United Kingdom 
concerning the Continental Shelf, as an area 
within which the rights of the United King- 
dom with respect to the sea-bed and sub-soil 
and their natural resources may be exercised, 


(b) the terms “a Contracting State” and “the other 
Contracting State” means, as the context requires, 
Canada or the United Kingdom; 


(c) the term “person comprises an individual, a 
company, any entity treated as a unit for tax pur- 
poses or any other body of persons; 


(d) the term “company” means any body corpo- 
rate or any other entity which is treated as a body 
corporate for tax purposes; in French, the term 
“société” also means a “corporation” within the 
meaning of Canadian law; 


(e) the terms “enterprise of a Contracting State” 
and “enterprise of the other Contracting State” 
mean respectively an enterprise carried on by a 
resident of a Contracting State and an enterprise 
carried on by a resident of the other Contracting 
State; 


(f) the term “competent authority” means: 


(i) in the case of Canada, the Minister of Na- 
tional Revenue oor his authorised 
representative; 


(ii) in the case of the United Kingdom, the 
Commissioners of Inland Revenue or their 
authorised representative; 


(g) the term “tax” means Canadian tax or United 
Kingdom tax, as the context requires; 


(h) the term “national” means: 


(i) in relation to the United Kingdom alli citi- 
zens of the United Kingdom and Colonies, 
British Subjects under Sections 2, 13(1) or 16 
of the British Nationality Act 1948, and Brit- 
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ish Subjects by virtue of Section 1 of the Brit- 
ish Nationality Act 1965, provided they are 
patrial within the meaning of the /mmigration 
Act 197], so far as these provisions are in 
force on the date of entry into force of this 
Convention or have been modified only in mi- 
nor respects, so as not to affect their general 
character; and all legal persons, partnerships, 
and associations deriving their status as such 
from the law in force in the United Kingdom; 


(ii) in relation to Canada, all citizens of Can- 
ada and all legal persons, partnerships and as- 
sociations deriving their status as such from 
the law in force in Canada. 


2. As regards the application of the Convention by a 
Contracting State any term not otherwise defined 
shall, unless the context otherwise requires, have the 
meaning which it has under the laws of that Con- 
tracting State relating to the taxes which are the sub- 
ject of the Convention. 


Article 4 — Fiscal Domicile 


1. For the purposes of this Convention, the term 
“resident of a Contracting State’? means any person 
who, under the law of that State, is liable to taxation 
therein by reason of his domicile, residence, place of 
management or any other criterion of a similar na- 
ture. But this term does not include any person who 
is liable to tax in that Contracting State in respect 
only of income from sources therein. 


2. Where by reason of the provisions of paragraph 1 
an individual is a resident of both Contracting States, 
then his status shall be determined as follows: 


(a) he shall be deemed to be a resident of the 
Contracting State in which he has a permanent 
home available to him. If he has a permanent 
home available to him in both Contracting States, 
he shall be deemed to be a resident of the Con- 
tracting State with which his personal and eco- 
nomic relations are closer (centre of. vital 
interests); 


(b) if the Contracting State in which he has his 
centre of vital interests cannot be determined, or 
if he has not a permanent home available to him 
in either Contracting State, he shall be deemed to 
be a resident of the Contracting State in which he 
has an habitual abode; 


(c) if he has an habitual abode in both Con- 
tracting States or in neither of them, he shall be 
deemed to be a resident of the Contracting State 
of which he is a national; 


(d) if he is a national of both Contracting States 
or of neither of them, the competent authorities of 
the Contracting States shall settle the question by 
mutual agreement. 
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3. Where by reason of the provisions of paragraph 1 
a person other than an individual is a resident of both 
Contracting States, the competent authorities of the 
Contracting States shall by mutual agreement en- 
deavour to settle the question and to determine the 
mode of application of the Convention to such 
person. 


Article 5 — Permanent Establishment 


1. For the purposes of this Convention, the term 
“permanent establishment” means a fixed place of 
business in which the business of the enterprise is 
wholly or partly carried on. 


2. The term “permanent establishment” shall include 
especially: . 


(a) a place of management; 
(b) a branch; 

(c) an office; 

(d) a factory; 

(e) a workshop; 


(f) a mine, quarry or other place of extraction of 
natural resources; 


(g) a building site or construction or assembly 
project which exists for more than 12 months. 


3. The term “permanent establishment” shall not be 
deemed to include: | . 


(a) the use of facilities solely for the purpose of 
storage, display or delivery of goods or merchan- 
dise belonging to the enterprise; 


(b) the maintenance of a stock of goods or mer- 
chandise belonging to the enterprise solely for the 
purpose of storage, display or delivery; 


(c) the maintenance of a stock of goods or mer- 
chandise belonging to the enterprise solely for the 
purpose of processing by another enterprise; 


(d) the maintenance of a fixed place of business 
solely for the purpose of purchasing goods or 
merchandise, or for collecting information, for 
the enterprise; 


(e) the maintenance of a fixed place of business 
solely for the purpose of advertising, for the sup- 
ply of information, for scientific research, or for 
similar activities which have a preparatory or 
auxiliary character, for the enterprise. 


4. A person — other than an agent of independent 
status to whom paragraph 5 applies — acting in a 
Contracting State on behalf of an enterprise of the 
other Contracting State shall be deemed to be a per- 
manent establishment in the first-mentioned State if 
he has, and habitually exercises in that first-men- 
tioned State, an authority to conclude contracts in the 
name of the enterprise, unless his activities are lim- 
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ited to the purchase of goods or merchandise for the 
enterprise. 


5. An enterprise of a Contracting State shall not be 
deemed to have a permanent establishment in the 
other Contracting State merely because it carries on 
business in that other State through a broker, general 
commission agent or any other agent of an indepen- 
dent status, where such persons are acting in the or- 
dinary course of their business. 


6. The fact that a company which is a resident of a 
Contracting State controls or is controlled by a com- 
pany which is a resident of the other Contracting 
State, or which carries on business in that other State 
(whether through a permanent establishment or oth- 
erwise), shall not of itself constitute either company 
a permanent establishment of the other. 


Article 6 — Income from Immovable 
Property 


1. Income from immovable property, including in- 
come from agriculture or forestry, may be taxed in 
the Contracting State in which such property is 
situated. 


2. For the purposes of this Convention, the term “im- 
movable property” shall be defined in accordance 
with the law of the Contracting State in which the 
property in question is situated. The term shall in any 
case include property accessory to immovable prop- 
erty, livestock and equipment used in agriculture and 
forestry, rights to which the provisions of general 
law respecting landed property apply, usufruct of im- 
movable property and rights to variable or fixed pay- 
ments as consideration for the working of, or the 
right to work, mineral deposits, sources and other 
natural resources; ships, boats and aircraft shall not 
be regarded as immovable property. 


3. The provisions of paragraph 1 shall apply to in- 
come derived from the direct use, letting, or use in 
any other form of immovable property and to profits 
from the alienation of such property. 


4. The provisions of paragraphs 1 and 3 shall also 
apply to income from immovable property of an en- 
terprise and to income from immovable property 
used for the performance of professional services. 


Article 7 — Business Profits 


1. The profits of an enterprise of a Contracting State 
shall be taxable only in that State unless the enter- 
prise carries on business in the other Contracting 
State through a permanent establishment situated 
therein. If the enterprise carries on or has carried on 
business as aforesaid, the profits of the enterprise 
may be taxed in the other State but only so much of 
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them as is attributable to that 


establishment. 


permanent 


2. Subject to the provisions of paragraph 3, where an 
enterprise of a Contracting State carries on business 
in the other Contracting State through a permanent 
establishment situated therein, there shall be attrib- 
uted to that permanent establishment profits which it 
might be expected to make if it were a distinct and 
separate enterprise engaged in the same or similar 
activities under the same or similar conditions and 
dealing wholly independently with the enterprise of 
which it is a permanent establishment. 


3. In the determination of the profits of a permanent 
establishment situated in a Contracting State, there 
shall be allowed as deductions expenses of the enter- 
prise (other than expenses which would not be de- 
ductible under the law of that State if the permanent 
establishment were a separate enterprise) which are 
incurred for the purposes of the permanent establish- 
ment including executive and general administrative 
expenses, whether incurred. in the State in which the 
permanent establishment is situated or elsewhere. 


4. Insofar as it has been customary in a Contracting 
State to determine the profits to be attributed to a 
permanent establishment on the basis of an appor- 
tionment of the total profits of the enterprise to its 
various parts, nothing in paragraph 2 shall preclude 
that Contracting State from determining the profits 
to be taxed.by such an apportionment as may be cus- 
tomary; the method of apportionment adopted shall, 
however, be such that the result shall be in accor- 
dance with the principles embodied in this Article. 


5. No profits shall be attributed to a permanent estab- 
lishment by reason of the mere purchase by that per- 
manent establishment of goods or merchandise for 
the enterprise. 


6. For the purposes of the preceding paragraphs, the 
profits to be attributed to the permanent establish- 
ment shall be determined by the same method year 
by year unless there is good and sufficient reason to 
the contrary. 


7. Where profits include items of income which are 
dealt with separately in other Articles of this Con- 
vention, the provisions of this Article shall not pre- 
vent the application of the provisions of those other 
articles with respect to the taxation of such items of 
income. 


Article 8 — Shipping and Air 
Transport 


1. Profits derived by an enterprise of a Contracting 
State from the operation of ships or aircraft in inter- 
national traffic shall be taxable only in that State. 
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2. Notwithstanding the provisions of paragraph | and 
Article 7, profits derived from the operation of ships 
used principally to transport passengers or goods ex- 
clusively between places in a Contracting State may 
be taxed in that State. 


3. Notwithstanding the provisions of Article 7, prof- 
its of an enterprise of a Contracting State from the 
use, maintenance or rental of containers (including 
trailers and related equipment for the transport of 
containers) used for the transport of goods or mer- 
chandise in international traffic shall be taxable only 
in that State. 


4. The provisions of this Article shall also apply to 
profits derived by an enterprise of a Contracting 
State from its participation in a pool, a joint business 
or an international operating agency. 

History: Article 8 amended by 1985 Protocol to renumber former 


para. 3 as para. 4 and to add new para. 3. Former para. 3 read as 
follows: 


3. The provisions of paragraphs | and 2 shall also apply to 
profits referred to in those paragraphs derived by an enter- 
prise of a Contracting State from its participation in a pool, a 
joint business or in an international operating agency. 


Article 9 — Associated Enterprises 
Where 


(a) an enterprise of a Contracting State partici- 
pates directly or indirectly in the management, 
control or capital of an enterprise of the other 
Contracting State, or 


(b) the same persons participate directly or indi- 
rectly in the management, control or capital of an 
enterprise of a Contracting State and an enter- 
prise of the other Contracting State, 


and in either case conditions are made or imposed 
between the two enterprises in their commercial or 
financial relations which differ from those which 
would be made between independent enterprises, 
then any income, deductions, receipts or outgoings, 
which would, but for those conditions, have. been at- 
tributed to one of the enterprises, but, by reason of 
those conditions, have not been so attributed may be 
taken into account in computing the profits or losses 
of that enterprise and taxed accordingly. 


Article 10 — Dividends 


1. Dividends paid by a company which is a resident 
of Canada to a resident of the United Kingdom may 
be taxed in the United Kingdom. Such dividends 
may also be taxed in Canada, and according to the 
laws of Canada, but provided that the beneficial 
owner of the dividends is a resident of the United 
Kingdom the tax so charged shall not exceed: 


(a) 10 per cent of the gross amount of the divi- 
dends if the recipient is a company which con- 
trols, directly or indirectly, at least 10 per cent of 
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the voting power in the company paying the 
dividends; 


(b) 15 per cent of the gross amount of the divi- 
dends in all other cases. 


2. Dividends paid by a company which is a resident 
of the United Kingdom to a resident of Canada may 
be taxed in Canada. Such dividends may also be 
taxed in the United Kingdom, and according to the 
laws of the United Kingdom, but provided that the 
beneficial owner of the dividends is a resident of 
Canada the tax so charged shall not exceed 15 per 
cent of the gross amount of the dividends. 


3. However, as long as an individual resident in the 

United Kingdom is entitled to a tax credit in respect 
of dividends paid by a company resident in the 
United Kingdom, the following provisions of this 
paragraph shall apply instead of the provisions of 
paragraph 2 of this Article: 


(a) 
(i) Dividends paid by a company which is a 
resident of the United Kingdom to a resident 
of Canada may be taxed in Canada. 


(ii) Where a resident of Canada is entitled to a 
tax credit in respect of such a dividend under 
sub-paragraph (b) of this paragraph, tax may 
also be charged in the United Kingdom. and 
according to the laws of the United Kingdom, 
on the aggregate of the amount or value of 
that dividend and the amount of that tax credit 
at a rate not exceeding 15 per cent. 


(iii) Where a resident of Canada is entitled to 
a tax credit in respect of such .a dividend 
_ under sub-paragraph (c) of this paragraph, tax 
may also be charged in the United Kingdom 
and according to the laws of the United King- 
dom, on the aggregate of the amount or value 
of that dividend and the amount of that tax 
credit at a rate not exceeding 10 per cent. 


(iv) Except as provided in sub-paragraphs 
(a)(ii) and (a)(iii) of this paragraph, dividends 
paid by a company which is a resident of the 
United Kingdom to a resident of Canada who 
is the beneficial owner of those dividends 
shall be exempt from any tax which is charge- 
able in the United Kingdom on dividends. 


(b) A resident of Canada who receives a dividend 
from a company which is a resident of the United 
Kingdom shall, subject to the provisions of sub- 
paragraph (c) of this paragraph and provided he is 
the beneficial owner of the dividend, be entitled 
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to the tax credit in respect thereof to which an in- 
dividual resident in the United Kingdom would 
have been entitled had he received that dividend, 
and to the payment of any excess of such credit 
over his liability to United Kingdom tax. 
(c) The provisions of sub-paragraph (b) of this 
paragraph shall not apply where the beneficial 
owner of the dividend is, or is associated with, a 
company which, either alone or together with one 
or more associated companies, controls, directly 
or indirectly, at least 10’ per cent of the voting 
power in the company paying the dividend. In 
these circumstances a company which is a resi- 
dent of Canada and receives a dividend from a 
company which is a resident of the United King- 
dom shall, provided it is the beneficial owner of 
the dividend, be entitled to a tax credit equal to 
one-half of the tax credit to which an individual 
resident in the United Kingdom would have been 
entitled had he received that dividend, and to the 
payment of any excess of such credit over its lia- 
_ bility to United Kingdom tax. For the purpose of 
this sub-paragraph, two companies shall be 
deemed to be associated if one controls, directly 
or indirectly, more than 50 per cent of the voting 
power in the other company, or a third company 
controls more than 50 per cent of the voting 
power in both of them. 


4. The term “dividends” as used in this. Article 
means income from shares, “jouissance” shares or 
‘“Jouissance” rights, mining shares, founders’ shares 
or other rights, not being debt-claims, participating 
in profits, as well as income assimilated to or treated 
in the same way as income from shares by the taxa- 
tion law of the State of which the company making 
the payment is a resident. : 


5. The provisions of paragraphs 1, 2 and 3 shall not 
apply if the recipient of the dividends, being a resi- 
dent of a Contracting State, carries on business in the 
other Contracting State of which the company pay- 
ing the dividends is a resident, through a permanent 
establishment situated therein, or performs in that 
other State professional services from a fixed base 
situated therein, and the holding in respect of which 
the dividends are paid is effectively connected with 
such permanent establishment or fixed base. In such 
a case, the provisions of Article 7 or Article 14, as 
the case may be, shall apply. 


6. Where a company is a resident of only one Con- 
tracting State, the other Contracting State may not 
impose any tax on the dividends paid by the com- 
pany, except insofar as such dividends are paid to a 
resident of that other State or insofar as the holding 
in respect of which the dividends are paid is effec- 
tively connected with a permanent establishment or a 
fixed base situated in that other State, nor subject the 
company’s undistributed profits to a tax on undis- 
tributed profits, even if the dividends paid or the un- 
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distributed profits consist wholly or partly of profits 
or income arising in such other State. 


7. If a resident of Canada does not bear Canadian tax 
on dividends derived from a company which is a res- 
ident of the United Kingdom and owns 10 per cent 
or more of the class of shares in respect of which the 
dividends are paid, then neither paragraph 2 nor 3 
shall apply to the dividends to the extent that they 
can have been paid only out of profits which the 
company paying the dividends earned or other in- 
come which it received in a period ending twelve 
months or more before the relevant date. For the pur- 
poses of this paragraph the term “relevant date” 
means the date on which the beneficial owner of the 
dividends became the owner of 10 per cent or more 
of the class.of shares referred to above. 


Provided that this paragraph shall not apply if the 
shares were acquired for bona fide commercial rea- 
sons and not primarily for the purpose of securing 
the benefit of this Article. . 


History: Article 10 amended by 1985 Protocol to substitute para. | 
and subpara. 3(c), to add new subpara. 3(a)(iii) and to renumber for- 
mer subpara. 3(a)(iii) as 3(a)(iv), adding reference in (iv) to new 
subpara. (a)(iii). Para. 1 and subpara. 3(c) formerly read: 
1. Dividends paid by a company which is a resident of Can- 
ada to a resident of the United Kingdom may be taxed in the 
United Kingdom. Such dividends may also be taxed in Can- 
ada, and according to the laws of Canada, but provided that 
the beneficial owner of the dividends is a resident of the 
United Kingdom the tax so charged shall not exceed 15 per 
cent of the gross amount of the dividends. 


(c) The provisions of subparagraph (b) of this paragraph 
shall not apply where the beneficial owner of the divi- 
dend is a company which, either alone or together with 
one or more associated companies, controls directly or 
indirectly at least 10 per cent of the, voting power in the 
company paying the dividend. For the purposes of this 
subparagraph two companies shall be deemed to be asso- 
ciated if one is controlled directly or indirectly by the 
other or both are controlled directly or indirectly by a 
third company. 


Information Circulars: 76-12R4: Applicable rate of part XIII tax 
on amounts paid or credited to persons in treaty countries. 


Article 11 — Interest 


1. Interest arising in a Contracting State and paid to a 
resident of the other Contracting State may be taxed 
in that other State. 


2. However, such interest may be taxed in the Con- 
tracting State in which it arises, and according to the 
law of that State; but if the recipient is the beneficial 
owner of the interest, the tax so charged shall not ex- 
ceed 10 per cent of the gross amount of the interest. 


3. Notwithstanding the provisions of paragraph 2 of 
this Article, 


(a) Interest arising in the United Kingdom and 
paid to a resident of Canada shall be taxable only 
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in Canada if it is paid in respect of a loan made, 
guaranteed or insured, or a credit extended, guar- 
anteed or insured by the Export Development 
Corporation; and 


(b) Interest arising in Canada and paid to a resi- 
dent of the United Kingdom shall be taxable only 
in the United Kingdom if it is paid in respect of a 
loan made, guaranteed or insured, or a credit ex- 
tended, guaranteed or insured by the United 
Kingdom Export Credits Guarantee Department. 


4. (a) Notwithstanding the provisions of paragraph 2 
of this Article, interest arising in Canada and paid 
in respect of a bond, debenture or other similar 
obligation of the Government of Canada or of a 
political subdivision or local authority thereof 
shall, provided that the interest is. beneficially 
owned by a resident of the United Kingdom, be 
taxable only in the United Kingdom; 


(b) Notwithstanding the provisions of Article 29 
Canada may, on or before the thirtieth day of 
June in any calendar year give to the United 
Kingdom notice of termination of this paragraph 
and in such event this paragraph shall cease to 
have effect in respect of interest paid on obliga- 
tions issued after 31 December of the calendar 
year in which the notice is given. 


5. The term “‘interest’” as used in this Article means 
income from debt-claims of every kind, whether or 
not secured by mortgage, and whether or not carry- 
ing a right to participate in the debtor’s profits, and 
in particular, income from government securities and 
income from bonds or debentures, including premi- 


ums and prizes attaching to bonds or debentures, as 


well as income assimilated to income from money 
lent by the taxation law of the State in which the in- 
come arises. However, the term “interest” does not 
include income dealt with in Article 10. 


6. The provisions of paragraphs 1, 2 and 4 of this 
Article shall not apply if the recipient of the interest, 
being a resident of a Contracting State, carries on 
business in the other Contracting State in which the 
interest arises through a permanent establishment sit- 
uated therein, or performs in that other State profes- 
sional services from a fixed base, situated therein, 
and the debt-claim in respect of which the interest is 
paid is effectively connected with such permanent 
establishment or fixed base. In such a case, the pro- 
visions of Article 7 or Article 14, as the case may be, 
shall apply. 


7. Interest shall be deemed to arise in a Contracting 
State when the payer is that State itself, a political 
subdivision, a local authority or. a resident of that 
State. Where, however, the person paying the inter- 
est, whether he is a resident of a Contracting State or 
not, has in a Contracting State a permanent establish- 
ment.in connection with which the indebtedness on 
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which the interest is paid was incurred, and that in- 
terest is borne by that permanent establishment, then 
such interest shall be deemed to arise in the Con- 
tracting State in which the permanent establishment 
is situated. _ ) 


8. Where, owing to a special relationship between 
the payer and the person deriving the interest or be- 
tween both of them and some other person, the 
amount of the interest paid exceeds for whatever rea- 
son the amount which would have been paid in the 
absence of such relationship, the provisions of this 
Article shall apply only to the last-mentioned 
amount. In that case, the excess part of the payments 
shall remain taxable according to the law of each 


Contracting State, due regard being had to the other 


provisions of this Convention. 


9. Any provision in the law of a Contracting State 
relating only to interest paid to a non-resident com- 
pany shall not operate so as to require such interest 
paid to a company which is a resident of the other 
Contracting State to be treated as a distribution of 
the company paying such interest. The preceding 
sentence shall not apply to interest paid: to a com- 
pany which isa resident of a Contracting State in 
which more than 50 per cent of the voting power is 
controlled, directly or indirectly, by a person or per- 
sons resident in the other Contracting State. 


10. The provisions of paragraph 2 of this Article 
shall not apply to interest where the beneficial owner 
of the interest — 


(a) does not bear tax in respect thereof in Canada; 
and . 


(b) sells (or makes a contract to sell) the holding 
_ from which the interest is derived within three 
months ‘of the date on which such beneficial 
owner acquired that holding. 
History: Article 11 amended by 1985 Protocol to substitute “10 per 
cent” for “15 per‘cent” in para. 2 


Information Circulars: 76-12R4: Applicable rate of part XIII tax 
on amounts paid or credited to persons in treaty countries. 


Article 12 — Royalties 


1. Royalties arising in a Contracting State and paid 
to a resident of the other Contracting State may be 
taxed in that other State. 


2. However, such royalties may be taxed in the Con- 
tracting State in which they arise, and according to 
the law of that State; but if the recipient is the bene- 
ficial owner of the royalties the tax so charged shall 
not exceed 10 per cent of the gross amount of the 
royalties. 


3. Notwithstanding the provisions of paragraph 2 of 
this Article, copyright royalties and other like pay- 
ments in respect of the production or reproduction of 
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any literary, dramatic, musical or artistic work (but 
not including royalties in respect of motion pictures 
and works on film, videotape or other means of re- 
production for use in connection with television 
broadcasting) arising in a Contracting State and ben- 
eficially:owned by a resident of the other Con- 
tracting State shall be taxable only in that other 
State. 


4, The term “royalties” as used in this Article means 
payments of any kind received as a consideration for 
the use of, or the right to use, any copyright, patent, 
trade mark, design or model, plan, secret formula or 
process, or for the use of, or the right to use, indus- 
trial, commercial or scientific equipment, or for in- 
formation concerning industrial, commercial or sci- 
entific experience, and includes payments of any 
kind in respect of motion pictures and works on film, 
videotape or other means of reproduction for use in 
connection with television broadcasting. 


5. The provisions of paragraphs 1, 2 and 3 shall not 
apply if the recipient of the royalties, being a resi- 
dent of a Contracting State, carries on business in the 
other Contracting State in which the royalties arise 
through a permanent establishment situated therein, 
or performs in that other State professional services 
from a fixed base situated therein, and the right or 
property in respect of which the royalties are paid is 
effectively connected with such permanent establish- 
ment or fixed base. In such a case, the provisions of 
Article 7 or Article 14, as the case may be, shall 


apply. 


6. Royalties shall be deemed to arise in a Contracting 
State when the payer is that State itself, a political 
subdivision, a local authority or a resident of that 
State. Where, however, the person paying the royal- 
ties, whether he is a resident of a Contracting State 
or not, has in a Contracting State a permanent estab- 
lishment in connection with which the obligation to 
pay the royalties was incurred, and those royalties 
are borne as such by that permanent establishment, 
then such royalties shall be deemed to arise in the 
Contracting State in which the permanent establish- 
ment 1s situated. 


7. Where, owing to a special relationship between 
the payer and the person deriving the royalties or be- 
tween both of them and some other person, the 
amount of the royalties paid exceeds for whatever 
reason the amount which would have been paid in 
the absence of such relationship, the provisions of 
this Article shall apply only to the last-mentioned 
amount: In that case, the excess part of the payments 
shall remain taxable according to the law of each 
Contracting State, due regard being had to the other 
provisions of this Convention. 

History: Article 12 amended by 1985 Protocol to substitute in para. 
3 “Notwithstanding the provisions of paragraph 2 of this Article” 
for “Notwithstanding the provisions of paragraph 2” and to substi- 
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tute, in paras. 3 and 4, “motion pictures and works on film, video- 
tape or other means of reproduction for use in connection with tele- 
vision broadcasting” for “motion picture films and works on film or 
videotape for use in connection with television”. 


Article 13 — Capital Gains 


1. Gains derived by a resident of a Contracting State 
from the alienation of immovable property situated 
in the other Contracting State may be taxed in that 
other State. 


2. Gains from the alienation of movable property 
forming part of the business property of a permanent 
establishment which an enterprise of a Contracting 
State has in the other Contracting State or of mova- 
ble property pertaining to a fixed base available to a 
resident of a Contracting State in the other Con- 
tracting State for the purpose of performing profes- 
sional services, including such gains from the aliena- 
tion of such a permanent establishment (alone or 
with the whole enterprise) or of such fixed base, may 
be taxed in that other State. 


3. Gains derived by a resident of a Contracting State 
from the alienation of ships or aircraft operated in 
international traffic or movable property pertaining 
to the operation of such ships or aircraft, shall be 
taxable only in that Contracting State. 


4. Gains from the alienation of: 


(a) any right, licence or privilege to explore for, 
drill for, or take petroleum, natural gas or other 
related hydrocarbons situated in a Contracting 
State, or 


(b) any right to assets to be produced in a Con- 
tracting State by the activities referred to in sub- 
paragraph (a) above or to interests in or to the 
benefit of such assets situated in a Contracting 
State, 


may be taxed in that State. 


5. Gains from the alienation of: 


(a) shares, other than shares quoted on an ap- 
proved stock exchange, deriving their value or 
the greater part of their value directly or indi- 
rectly from immovable property situated in a 
Contracting State or from any right referred to in 
paragraph 4 of this Article, or 


(b) an interest in a partnership or trust the assets 
of which consist principally of immovable prop- 
erty situated in a Contracting State, of rights re- 
ferred to in paragraph 4 of this Article, or of 
shares referred to in sub-paragraph (a) above, 


may be taxed in that State. 
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6. The provisions of paragraph 5 of this Article shall 

not apply: G 
(a) in the case of shares, where immediately 
before the alienation of the shares, the alienator 
owned, or the alienator and any persons related to 
or connected with him owned, less than 10 per 
cent of each class of the share capital of the com- 
pany; or : 
(b) in the case of an interest in a partnership or 
trust, where immediately before the alienation of 
the interest, the alienator was entitled to, or the 
alienator and any persons related to or connected 
with him were entitled to, an interest of less than 
10 per cent of the income and capital of the part- 
nership or trust. 


7. For the purposes of paragraph 5 of this Article: 


(a) the term “‘an approved stock exchange” means 
a stock exchange prescribed for the purposes of 
the Canadian Income Tax Act or a recognised 
stock exchange within the meaning of the United 
Kingdom Corporation Tax Acts; and 


(b) the term “immovable property” does not in- 
clude any: property (other than rental: property) in 
which the business of the company, partnership 
or trust was carried on. 


8. Gains from the alienation of any property, other 
than that referred to in paragraphs 1, 2, 3, 4 and 5 of 
this Article shall be taxable only in the Contracting 
State of which the alienator is a resident. 


9. The provisions of paragraph 8 of this Article shall 
not affect the right of a Contracting State to tax, ac- 
cording to its domestic law, gains derived by an indi- 
vidual who is a resident of the other Contracting 
State from the alienation of any property, if the 
alienator: 


(a) is a national of the first-mentioned Con- 
tracting State or was a resident of that State for 
15 years or more prior to the alienation of. the 
property, and ' . 


(b) was a resident of the first-mentioned Con- 
tracting State at any time during the five years 
immediately preceding such alienation. 


History: Article 13 amended by 1985 Protocol to substitute paras. 
1 and 2, to add new paras. 3 and 6, to renumber former para. 3 as 
para. 4 and former para. 4 as para. 5, substituting “paragraph 4” for 
both references to “paragraph 3” in former para. 4, and to substitute 
paras. 7 to 9 for former paras. 5 to 7. Former paras, 1, 2, 5, 6, and 7 
read as follows: 


1. Gains from the alienation of immovable property may be 
taxed in the Contracting State in which such property is 
situated. 


2. Gains from the alienation of movable property forming 
part of the business property of a permanent establishment 
which an enterprise of a Contracting State has in the other 
Contracting State or of movable property pertaining to a fixed 
base available to a resident of a Contracting State in the other 
Contracting State for the purpose of performing professional 
services, including such gains from the alienation of such a 
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permanent establishment (alone or together with the whole 
enterprise) or of such a fixed base may be taxed in the other 
State. However, gains derived by a resident of a Contracting 
State from the alienation of ships and aircraft operated in in- 
ternational traffic and movable property pertaining to the op- 
eration of such ships and aircraft, shall be taxable only in that 
Contracting State. 


5. For the purposes of paragraph 4 of this Article “an ap- 
proved stock exchange” means a stock exchange prescribed 
for the purposes of the Canadian Income Tax Act or a recog- 
nized stock exchange within the meaning of the United King- 
dom Corporation Tax Acts. 


6. Gains from the alienation of any property, other than those 
mentioned in paragraphs 1, 2, 3 and 4 shall be taxable only in 
the Contracting State of which the alienator is a resident. 


7. The provisions of paragraph 6 of this Article shall not af- 
fect the right of a Contracting State to tax, according to its 
domestic law, gains derived by an individual resident in the 
other Contracting State from the alienation of any property, if 
the alienator: 


(a) is a national of the first-mentioned Contracting State 
or was a resident of that State for 15 years or more prior 
to the alienation of the property and 


(b) was a resident of the. first-mentioned Contracting 
State at any time during the five years immediately pre- 
ceding such alienation. 


Article 14 — Professional Services 


1. Income derived by a resident of a Contracting 
State in respect of professional services or other in- 
dependent activities of a similar character shall be 
taxable only in that State unless he has a fixed base 
regularly available to him in the other Contracting 
State for the purpose of performing his activities. If 
he has such a fixed base, the income may be taxed in 
the other Contracting State but only so much of it as 
is attributable to that fixed base. 


2. The term “professional services” includes inde- 
pendent scientific, literary, artistic, educational or 
teaching activities as well as the independent activi- 
ties of physicians, lawyers, engineers, architects, 
dentists and accountants. 


Article 15 — Dependent Personal 
Services 


1. Subject to the provisions of Articles 17 and 18, 
salaries, wages and other similar remuneration de- 
rived by a resident of a Contracting State in respect 
of an employment shall be taxable only in that State 
unless the employment is exercised in the other Con- 
tracting State. If the employment is so exercised, 
such remuneration as is derived therefrom may be 
taxed in that other State. 


2. Notwithstanding the provisions of paragraph 1, re- 
muneration derived by a resident of a Contracting 
State in respect of an employment exercised in the 
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other Contracting State shall be taxable only in the 
first-mentioned State if: 


(a) the recipient is present in the other State for a 
period or periods not exceeding in the aggregate 
183 days in the calendar year concerned, and 


(b) the remuneration is paid by, or on behalf of, 
an employer who is not a’resident of the other 
State, and 


(c) the remuneration is not borne by a permanent 
establishment or a fixed base which the employer 
has in the other State. 


3. Notwithstanding the preceding provisions of this 
Article, remuneration in respect of an employment 
exercised aboard a ship or aircraft operated in inter- 
national traffic may be taxed in the Contracting State 
in which the place of effective management of the 
enterprise is situated. 


4. In relation to remuneration of a director of a com- 
pany derived from the company the preceding provi- 
sions of this Article shall apply as if the remunera- 
tion were remuneration of an employee in respect of 
employment, and as if reference to employer were 
references to the company. . 


5. Where under the law of a Contracting State tax is 
required to be deducted and is so deducted from sal- 
aries, wages and other similar remuneration derived 
in respect of an employment exercised in that Con- 
tracting State, tax shall not be deducted therefrom on 
behalf of the other Contracting State. 


History: Para. 5 added by 1980 Protocol. 
Article 16 — Artistes and Athletes 


1. Notwithstanding the provisions of Articles 7, 14 
and 15, income derived by entertainers, such as thea- 
tre, motion picture, radio or television artistes, and 
musicians, and by athletes, from their personal activ- 
ities as such may be taxed in the Contracting State in 
which these activities are exercised. 


2. Where income in respect of personal activities as 
such of an entertainer or athlete accrues not to that 
entertainer or athlete himself but to another person, 
that income may, notwithstanding the provisions of 
Articles 7, 14 and 15, be taxed in the Contracting 
State in which the activities of the entertainer or ath- 
lete are exercised. 


3. The provisions of paragraphs | and 2 shall not ap- 
ply: 
(a) to income derived from activities performed 
in a Contracting State by entertainers or athletes 
if the visit to that Contracting State 1s wholly or 
substantially supported by public funds; 


(b) to a non-profit making organization no part of 
the income of which is payable, or is otherwise 
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available for the personal benefit of, any proprie- 
tor, member or shareholder thereof; or 


(c) to an entertainer or athlete in respect of ser- 
vices provided to an organization referred to in 
sub-paragraph (b). 


Article 17 — Pensions and Annuities 


1. Pensions arising in a Contracting State and paid to 
a resident of the other Contracting State who is the 
beneficial owner thereof shall be taxable only in that 
other State. 


2. Annuities arising in a Contracting State and paid 
toa resident of the other Contracting State may be 
taxed in that other State. However, such annuities 
may also be taxed in the Contracting State in which 
they arise and according to the laws of that State, but 
if the recipient is the beneficial owner of the annui- 
ties the tax so charged shall not exceed 10 per cent 
of the portion thereof that is subject to tax in that 
State. 


3. For the purposes of this Convention, the term — 


“pension” includes any payment under a superannua- 
tion, pension or retirement plan, Armed Forces re- 
tirement pay, war veterans pensions and allowances, 
and any payment under a sickness, accident or disa- 
bility plan, as well as any payment made under the 
social security legislation in a Contracting State, but 
does not include any payment under a superannua- 
tion, pension or retirement plan in settlement of all 
future entitlements under such a plan or any payment 
under an income-averaging annuity contract. 


4. For the purposes of this Convention, the term “an- 
nuity” means a stated sum payable periodically at 
stated times during life or during a specified or as- 
certainable period of time under an obligation to 
make the payments in return for adequate and full 
consideration in money or money’s worth, but does 
not include a pension or any payment under a super- 
annuation, pension or retirement plan in settlement 
of all future entitlements under such a plan or any 
payment under an income-averaging annuity 
contract. 


5. Notwithstanding any other provision of this Con- 
vention, alimony and similar payments arising in a 
Contracting State and paid to a resident of the other 
Contracting State who is the beneficial owner 
thereof shall be taxable only in that other State. 
History: Article 17 substituted by 1985 Protocol. Article 17 for- 
merly read: 
1. Pensions and annuities arising in a Contracting State and 
paid to a resident of the other Contracting State may be taxed 
in that other State. However, such pensions and annuities may 
also be taxed in the first-mentioned Contracting State, but of 
the total amount thereof paid in any year of assessment or 
taxation year to a resident of the other Contracting State that 
first-mentioned Contracting State shall exempt from tax ten 
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thousand Canadian dollars ($10,000) or five thousand pounds 
sterling (£5,000), whichever is the greater. For the purposes 
of this paragraph the term “pensions” does not include lump 
sum payments out of a pension plan. 

2. Notwithstanding the provisions of paragraph 1 of this Arti- 
cle, pensions paid out of public funds of the United Kingdom 
or Northern Ireland or of the funds of any local authority in 
the United Kingdom to any individual in respect of services 
rendered to the Government of the United Kingdom or North- 
ern Ireland or a local authority in the United Kingdom in the 
discharge of functions of a governmental nature may be taxed 
in the United Kingdom. 


3. The term “ annuity” means a stated sum payable periodi- 
cally at stated times during life or during a specified or ascer- 
tainable period of time under an obligation to make the pay- 
ments in return for adequate and full consideration in money 
or money’s worth, but does not include payments of any kind 
under an income-averaging annuity contract. 


4. Notwithstanding any other provision of this Convention, 
alimony and similar payments arising in a Contracting State 
and paid to a resident of the other Contracting State who is 
the beneficial owner thereof shall be taxable only in that other 
State. 


Para. 1 substituted by 1980 Protocol. 
Article 18 — Government Service 


1. (a) Remuneration, other than a pension, paid by a 
Contracting State or a political subdivision or a 
local authority thereof to any individual in re- 
spect of services rendered to that State or subdivi- 
sion or local authority thereof shall be taxable 
only in that State. 


(b) However, such remuneration shall be taxable 
only in the other Contracting State if the services 
are rendered in that State and the recipient is a 
resident of that State who: . 


(i) is a national of that State; or 


(ii) did not become a resident of that State 
solely for the purpose of performing the 
services. 


2. This Article shall not apply to remuneration in re- 
spect of services rendered in connection with any 
trade or business carried on by one of the Con- 
tracting States or a political subdivision or a local 
authority thereof. 


3. In this Article, the term “political subdivision” 
shall, in relation to the United Kingdom, include 
Northern Ireland. 4 


Article 19 — Students 


Payments which a student, apprentice or business 
trainee who is or was immediately before visiting 
one of the Contracting States a resident of a Con- 
tracting State and who is present in the other Con- 
tracting State solely for the purpose of his education 
or training receives for the purpose of his mainte- 
nance, education or training shall not be taxed in that 
other State, provided that such payments are made to 
him from sources outside that other State. ~ 
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Article 20 — Estates and Trusts 


1. Income received from an estate or trust resident in 
Canada by a resident of the United Kingdom who is 
the beneficial owner thereof may be taxed in Canada 
according to its law, but the tax so charged shall not 
exceed 15 per cent of the gross amount of the 
income. 


2. The provisions of paragraph 1 of this Article shall 
not apply if the recipient of the income, being a resi- 
dent of the United Kingdom, carries on business in 
Canada through a permanent establishment situated 
therein, or performs in Canada professional services 
from a fixed base situated therein, and the right or 
interest in the estate or trust in respect of which the 
income is paid is effectively connected with such 
permanent establishment or fixed base. In such a 
case, the provisions of Article 7 or Article 14, as the 
case may be, shall apply. 


3. For the purposes of this Article, a trust does not 
include an arrangement whereby the contributions 
made to the trust are deductible for the purposes of 
taxation in Canada. 


History: Para. 3 added by 1985 Protocol. 


Article 21 — Elimination of Double 
Taxation 


1. In the case of Canada, double taxation shall be 
avoided as follows: 


(a) Subject to the existing provisions of the law 
of Canada regarding the deduction from tax paya- 
ble in Canada of tax paid in a territory outside 
Canada and to any subsequent modification of 
those provisions — which shall not affect the 
general principle hereof — and unless a greater 
deduction or relief is provided under the laws of 
Canada, tax payable in the United Kingdom on 
profits, income or gains arising in the United 
Kingdom shall be deducted from any Canadian 
tax payable in respect of such profits, income or 
- gains. 


(b) Subject to the existing provisions of the law 
of Canada regarding the determination of the ex- 
empt surplus of a foreign affiliate and to any sub- 
sequent modification of those provisions — 
which shall not affect the general principle 
hereof — for the purpose of computing Canadian 
tax, a company resident in Canada shall be al- 
lowed to deduct in computing its taxable income 
any dividend received by it out of the exempt sur- 
plus of a foreign affiliate resident in the United 
Kingdom. 


The terms “foreign affiliate” and “exempt surplus” 
shall have the meaning which they have under the 
Income Tax Act of Canada. 
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2. In the case of the United Kingdom, double taxa- 
tion shall be avoided as follows: subject to the provi- 
sions of the law of the United Kingdom regarding 
the allowance as a credit against United Kingdom 
tax of tax payable in a territory outside the United 
Kingdom (which shall not affect the general princi- 
ple hereof): 


(a) tax payable under the laws of Canada and in 
accordance with this Convention, whether di- 
rectly or by deduction, on profits, income or 
chargeable gains from sources within Canada 
(excluding in the case of a dividend, tax payable 
in respect of the profits out of which the dividend 
is paid) shall be allowed as a credit against any 
United Kingdom tax computed by reference to 
the same profits, income or chargeable gains by 
reference to which the Canadian tax is computed; 
and 


(b) in the case of a dividend paid by a company 
which is a resident of Canada to a company 
which is resident in the United Kingdom and 
which controls directly or indirectly at least 10 
per cent of the voting power in the Canadian 
company, the credit shall take into account (in 
addition to any tax creditable under (a)) tax paya- 
ble under the laws of Canada by the company in 
respect of the profits out of which such dividend 
is paid. 


3. For the purposes of paragraphs | and 2 of this Ar- 
ticle, income, profits and capital gains owned by a 
resident of a Contracting State which are taxed in the 
other Contracting State in accordance with this Con- 
vention shall be deemed to arise from sources in that 
other Contracting State. 


4. Where profits on which an enterprise of a Con- 
tracting State has been charged to tax in that State 
are also included in the profits of an enterprise of the 
other State and the profits so included are profits 
which would have accrued to that enterprise of the 
other State if the conditions made between the enter- 
prises had been those which would have been made 
between independent enterprises dealing at arm’s 
length, the amount included in the profits of both en- 
terprises shall be treated for the purposes of this Ar- 
ticle as income from a source in the other State of 
the enterprise of the first-mentioned State and relief 
shall be given accordingly under the provisions of 
paragraph 1 or paragraph 2 of this Article. 


History: Para. 4 added by 1985 Protocol. 
Article 22 — Non-Discrimination 


1. The nationals of a Contracting State shall not be 
subjected in the other Contracting State to any taxa- 
tion or any requirement connected therewith which 
is other or more burdensome than the taxation and 
connected requirements to which nationals of that 
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other State in the same circumstances are or may be 
subjected. 


2. The taxation on a permanent establishment which 
an enterprise of a Contracting State has in the other 
Contracting State shall not be less favourably levied 
in that other State than the taxation levied on enter- 
prises of that other State carrying on the same activi- 
ties. This provision shall not be construed as oblig- 
ing either Contracting State to grant to individuals 
not resident in its territory those personal allowances 
and reliefs for tax purposes which are by law availa- 
ble only to individuals who are so resident. 


3. Nothing in this Convention shall be construed as 
preventing a Contracting State from imposing on the 
earnings attributable to permanent establishments in 
that State of a company which is a resident of the 
other Contracting State, tax in addition to the tax 
which would be chargeable on the earnings of a 
company which is a resident of the first-mentioned 
State, provided that the rate of any additional tax so 
imposed shall not exceed 10 per cent of the amount 
of such earnings which have not been subjected to 
such additional tax in previous taxation years. 


4. For the purpose of paragraph 3 of this Article, the 
term “earnings” means the profits attributable to per- 
manent establishments in a Contracting State (in- 
cluding gains from the alienation of property form- 
ing part of the business property of such permanent 
establishments) in a year and previous years after de- 
ducting therefrom: 


(a) business losses attributable to such permanent 
establishments (including losses from the aliena- 
tion of property forming part of the business 
property of such permanent establishments) in 
such year and previous years; and 


(b) all taxes, other than the additional tax referred 
to in paragraph 3 of this Article, imposed on such 
profits in that State; and 


(c) the profits reinvested in that State, provided 
that where that State is Canada, the amount of 
such deduction shall be determined in accordance 
with the existing provisions of the law of Canada 
regarding the computation of the allowance in re- 
spect of investment in property in Canada, and 
any subsequent modification of those provisions 
which shall not affect the general principle 
thereof; and 


(d) five hundred thousand Canadian dollars 
($500,000) or two hundred and fifty thousand 
pounds sterling (£250,000), whichever is the 
greater, less any amount deducted in that State 
under this subparagraph (d) by the company or a 
company associated therewith; for the purposes 
of this subparagraph (d) a company is associated 
with another company if one of them directly or 
indirectly has control of the other or both are di- 
rectly or indirectly under the control of the same 
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person, or if the two companies deal with each 
other not at arm’s length. 


5. In this Article, the term “taxation” means taxes 
which are the subject of this Convention. 

History: Para. 3 amended by 1985 Protocol to substitute “10 per 
cent” for “15 per cent”. 


Paras. 3, 4 substituted by 1980 Protocol. 


Article 23 — Mutual Agreement 
Procedure 


1. Where a resident’ of a Contracting State considers 
that the actions of one or both of the Contracting 
States result or will result for him in taxation not in 
accordance with this Convention, he may, without 
prejudice to the remedies provided by the national 
laws of those States, address to the competent au- 
thority of the Contracting State of which he 1s a resi- 
dent an application in writing stating the grounds for 
claiming the revision of such taxation. 


2. The competent authority referred to in paragraph 1 
shall endeavour, if the objection appears to it to be 
justified and if it is not itself able to arrive at an ap- 
propriate solution, to resolve the case by mutual 
agreement with the competent authority of the other 
Contracting State, with a view to the avoidance of 
taxation not in accordance with the Convention. 


3. The competent authorities of the Contracting State 
shall endeavour to resolve by mutual agreement any 
difficulties or doubts arising as to the interpretation 
or application of the Convention. In particular, the 
competent authorities of the Contracting States may 
reach agreement on: 


(a) the same allocation of profits to a resident of a 
Contracting State and its permanent establish- 
ment situated in the other Contracting State; 


(b) the same allocation of income between a resi- 
dent of a Contracting State and any associated 
person provided for in Article 9. 


Related Provisions: ITA 
agreements. 


115.1 — Competent authority 


Information Circulars: 71-17R4: Requests for competent author- 
ity consideration under mutual agreement procedures in income tax 
conventions. ) 


Article 24 — Exchange of Information 


1. The competent authorities of the Contracting 
States shall exchange such information (being infor- 
mation which is at their disposal under their respec- 
tive taxation laws in the normal course of adminis- 
tration) as is necessary for the carrying out of the 
provisions of this Convention or for the prevention 
of fraud or for the administration of statutory provi- 
sions against legal avoidance in relation to the taxes 
which are the subject of this Convention. Any infor- 
mation so exchanged shall be treated as secret and 
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shall not be disclosed to persons other than persons 
(including a court or administrative tribunal) con- 
cerned with the assessment, collection or enforce- 
ment in respect of the taxes which are the subject of 
this Convention. No information as aforesaid shall 
be exchanged which would disclose any trade, busi- 
ness, industrial or professional secret or trade 
process. 


Article 25 — Diplomatic and Consular 
Officials 


1. Nothing in this Convention shall affect the fiscal 
privileges of members of diplomatic or consular mis- 
sions under the general rules of international law or 
under the provisions of special agreements. 


2. This Convention shall not apply to International 
Organizations, to organs or officials thereof and to 
persons who are members of a diplomatic or perma- 
nent mission or consular post of a third State, being 
present in a Contracting State and not treated in ei- 
ther Contracting State as residents in respect of taxes 
on income or capital gains. 


Article 26 — Extension 


1. This Convention may be extended, either in its en- 
tirety or with modifications to any territory for 
whose international relations either of the Con- 
tracting States is responsible, and which imposes 
taxes substantially similar in character to those 
which are the subject of this Convention and any 
such extension shall take effect from such date and 
subject to such modifications and conditions (includ- 
ing conditions as to termination) as may be specified 
and agreed between the Contracting States in notes 
to be exchanged for this purpose. 


2. The termination of this Convention under Article 
29 shall, unless otherwise expressly agreed by both 
Contracting States, terminate the application of this 
Convention to any territory to which it has been ex- 
tended under this Article. 


Article 27 — Miscellaneous Rules 


1. The provisions of this Convention shall not be 
construed to restrict in any manner any exclusion, 
exemption, deduction, credit or other allowance now 
or hereafter accorded by the law of a Contracting 
State in the determination of the tax imposed by that 
Contracting State. 


2. Where under any provision of this Convention any 
person is relieved from tax in a Contracting State on 
certain income and, under the law in force in the 
other Contracting State, that person is subject to tax 
in that other State in respect of that income by refer- 


Art. 27A 


ence to the amount thereof which is remitted to or 
received in that other State, the relief from tax to be 
allowed under this Convention in the first-mentioned 
State shall apply only to the amounts so remitted or 
received. 


3. Nothing in this Convention shall be construed as 
preventing Canada from imposing a tax on amounts 
included in the income of a resident of Canada. by 
virtue of the provisions of section 91 of the Canadian 
Income Tax Act, so far as they are in force on the 
date of entry into force of this Convention, or have 
been modified only in minor respects, so as not to 
affect their general character. 


4. The aggregate of the amount or value of the divi- 
dend and the amount of the tax credit referred to in 
paragraph 3(b) or 3(c) of Article 10 of this Conven- 
tion shall be treated as a dividend for Canadian in- 
come tax purposes. 


5. Each of the Contracting States will endeavour to 
collect on behalf of the other Contracting State such 
amounts as may be necessary to ensure that relief 
granted by this Convention from taxation imposed 
by that other State does not enure to the benefit of 
persons not entitled thereto. However, nothing in this 
paragraph shall be construed as imposing on either 
of the Contracting States the obligation to carry out 
administrative measures of a different nature from 
those used in the collection of its own tax or which 
would be contrary to its public policy. 


6. The competent authorities of the Contracting 
States may communicate with each other directly for 
the purpose of applying this Convention. 


History: Article 27 amended by 1985 Protocol to add reference, in 
para. 4, to para. 3(c) of Article 10. 


Article 27A — Miscellaneous Rules 
Applicable to Certain Offshore 
Activities 


1. The provisions of this Article shall apply notwith- 
standing any other provision of this Convention. 


2. A person who is a resident of a Contracting State 
and carries on activities in the other Contracting 
State in connection with the exploration or exploita- 
tion of the sea bed and sub-soil and their natural re- 
sources situated in that other Contracting State shall, 
subject to paragraph 3 of this Article, be deemed to 
be carrying on a business in that other Contracting 
State through a permanent establishment situated 
therein. 


3. The provisions of paragraph 2 of this Article shall 
not apply where the activities referred to therein are 
carried on for a period or periods not exceeding in 
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the aggregate 30 days in any 12 month period. For 
the purposes of this paragraph: 


(a) where a person carrying on activities referred 


to in paragraph 2 of this Article is associated with 
an enterprise carrying on substantially similar ac- 
tivities, that person shall be deemed to be carry- 
ing on those substantially similar activities of the 
enterprise with which he is associated, in addition 
to his own activities; 


(b) two enterprises shall be deemed to be associ- 
ated.if one enterprise participates directly. or indi- 
rectly in the management or control of the other 
enterprise or if the same persons participate di- 
rectly or indirectly in the management or control 
of both enterprises. 


4. Salaries, wages and similar remuneration derived 
by a resident of a Contracting State in respect of an 
employment connected with the exploration or ex- 
ploitation of the sea bed and sub-soil and their natu- 
ral resources situated in the other Contracting State 
may, to the extent that the duties are performed off- 
shore in that other Contracting State, be taxed in that 
other Contracting State. 


History: Article 27A substituted by 1985: Protocol. Article 27A 
formerly read: 


Article 27A — Miscellaneous Rules 
Applicable to Certain 
Offshore Activities 


1. The provisions of this Article shall apply notwithstanding 
any other provision of this Convention. 


2. Any person who is resident of a Contracting State and car- 
ries on activities in the other Contracting State in connection 
with the exploration or exploitation of the sea bed and sub- 
soil and their natural resources situated in that other Con- 
tracting State shall, subject to paragraphs 3 and 4 of this Arti- 

cle, be deemed to be carrying on a business in that other Con- 
tracting State through a permanent establishment situated 
therein. 


3. The provisions of paragraph 2 of this Article shall not ap- 
ply where the activities referred to therein are carried on for a 
period or periods not exceeding in the aggregate 30 days in 
any 12 month period. For the purposes of this paragraph: 


(a) where a person carrying on activities referred to in 
paragraph 2 of this Article is associated with an enter- 
prise carrying on substantially similar activities, that per- 
son shall be deemed to be carrying on those substantially 
similar activities of the enterprise with which he is asso- 
ciated, in addition to his own activities; 


(b) two enterprises shall be deemed to be associated if 
one enterprise participates directly or indirectly in the 
management or control of the other enterprise or if the 
same persons participate directly or indirectly in the man- 
agement or control of both enterprises. 


4. Profits derived by a resident of a Contracting State from 
the transportation of passengers or goods to a location where 
activities in connection with the exploration or exploitation of 
the sea bed and sub-soil and their natural resources are being 
carried on in a Contracting State, or from the operation of 
tugboats and similar vessels in connection with such activi- 
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ties, shall be taxable only in the Contracting State of which he 
is a resident. 


5. (a) Subject to subparagraph (b) of this paragraph, sala- 
ries, wages and similar remuneration derived by a resi- 
dent of a Contracting State in respect of an employment 
connected with the exploration or exploitation of the-sea 
bed and sub-soil and their natural resources. situated in 
the other Contracting State may, to the extent that the du- 
ties are performed offshore in that other Contracting 
State, be taxed in that other Contracting State. 

(b) Salaries, wages and similar remuneration derived by a 
resident of a Contracting State in respect of an employ- 
ment exercised aboard a ship or aircraft engaged in the 
transportation of passengers or goods to a location where 
activities connected with the exploration or exploitation 
of the sea bed and sub-soil and their natural resources are © 
being carried on in the other Contracting’ State, or in’ re- 
spect of an employment exercised aboard a tugboat or . 
similar vessel in connection with such activities, may be 
taxed in that other Contracting State unless the person de- 
riving the profits from the operation of the ship or aircraft 
is a resident of the first-mentioned Contracting State. 


Article 27A added by 1980 Protocol. 


Article 28 — Entry into Force 


1. The Convention shall come into force on the date 
when the last of all such things shall have been done 
in Canada and the United Kingdom as are necessary 
to give the Convention the force of law in Canada 
and the United Kingdom respectively and shall 
thereupon have effect: 


~ (a) in Canada: 


(i) in respect of tax. withheld at the. source on 
amounts paid or credited to non-residents on 
or after | January 1976; 


(ii) in respect of other Canadian taxes, ne the 
1976 taxation year and subsequent years; 


(b) in the United Kingdom: 


(i) in relation to any dividend to ‘which para- 
graph 3 of Article 10 applied in respect of in- 
come tax and payment of tax credit, for any 
year of assessment beginning on or after 6 
April 1973. A dividend paid on or after 1 
April 1973 but before 6 April 1973 shall be 
treated for tax credit purposes as paid on 6 
April 1973; 


(ii) in relation to any other provision of this 
Convention, in respect of income tax and cap- 
ital gains tax, for any year of assessment be- 
ginning on or after 6 April 1976; 


(iii) in respect of corporation tax, for any fi- 
nancial year beginning on or after 1 April 
1976; | 


(iv) in respect of petroleum revenue tax for 
any chargeable period Deginning,.0 on or sAlter 1 
January 1976; 


(v) in respect of development land tax, firbt any 
realised development value accruing on or af- 
ter | August 1976. 
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2. The Governments of the Contracting States shall, 
as soon as possible, inform one another in writing of 
the date when the last of all such things have been 
done as are necessary to give the Convention the 
force of law in Canada and the United Kingdom re- 
spectively. The date specified by the last Govern- 
ment to fulfil this requirement, being the date on 
which the Convention shall come into force in accor- 
dance with paragraph 1, shall be confirmed in writ- 
ing by the Government so notified. 


3. Subject to the provisions of paragraph 4 of this 
Article the existing Agreement shall cease to have 
effect as respects taxes to which this Convention ap- 
plies in accordance with the provisions of paragraph 
1 of this Article. 


4. Where, however, any greater relief from tax 
would have been afforded by any provision of the 
existing Agreement than is due under this Conven- 
tion, any such provision as aforesaid shall continue 
to have’ effect — 


(a) in the United Kingdom for any year of assess- 
ment, chargeable period or financial year; 


(b) in Canada for any taxation year; . 


beginning before the entry into force of this 
Convention. 


5. The existing Agreement shall terminate on the last 
date on which it has effect in accordance with the 
foregoing provisions of this Article. 


6. The termination of the existing Agreement as pro- 
vided in paragraph 5 of this Article shall not revive 
the Agreement between the Government of Canada 
and the Government of the United Kingdom of Great 
Britain and Northern Ireland for the Avoidance of 
Double Taxation with respect to certain classes of 
Income signed at Ottawa on 6 December 1965. Upon 
the entry into force of this Convention that Agree- 
ment shall terminate. 


7. In this Article the term “the existing Agreement” 
means the Agreement between the Government of 
Canada and the Government of the United Kingdom 
of Great Britain and Northern Ireland for the Avoid- 
ance of Double Taxation and the Prevention of Fis- 
cal Evasion with respect to taxes on Income and 
Capital Gains signed at Ottawa on 12 December 
1966. 


8. Notwithstanding any provisions of the respective 
domestic laws of the Contracting States imposing 
time limits for applications for relief from tax, an ap- 
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plication for relief under the provisions of this Con- 
vention shall have effect, and any consequential re- 
funds of tax made, if the application is made to the 
competent authority concerned within one year of 
the end of the calendar year in which this Conven- 
tion enters into force. 

History: Para. 8 added by 1980 Protocol. 


Article 29 — Termination 


This Convention shall continue in effect indefinitely 
but the Government of either Contracting State may, 
on or before 30 June in any calendar year after the 
year 1980 give notice of termination to the Govern- 
ment of the other Contracting State and, in such 
event, this Convention shall cease to be effective: 


(a) in Canada 


(i) in respect of tax withheld at the source on 
amounts paid or credited to non-residents on 
or after 1 January in. the calendar year next 
following that in which the notice is given; 
and 


(ii) in respect of other Canadian taxes for any 
taxation year ending in or after the calendar 
year next following that in which the notice is 
given; 

(b) in the United Kingdom 


(i) in respect of income tax and capital gains 
tax for any year of assessment beginning on or 
after 6 April in the calendar year next follow- 
ing that in which such notice is given; 


(ii) in respect of corporation tax, for any fi- 
nancial year beginning on or after 1 April in 
the calendar year next following that in which 
such notice is given; 


(iii) in respect of petroleum revenue tax for 
any chargeable period beginning on or after | 
January in the calendar year next following 
that in which such notice is given; 


(iv) in respect of development land tax, for 
any realised development value accruing on or 
after 1 April in the calendar year next follow- 
ing that in which such notice is given. 
IN WITNESS WHEREOF the undersigned, duly au- 
thorized thereto, have signed this Convention. 
DONE in duplicate at London, this 8th day of Sep- 
tember 1978, in the English and French languages, 
both texts being equally authoritative. 


PAUL MARTIN 
For the Government of Canada 
FRANK JUDD 


Great Britain and Northern Ireland 
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Current Status of Tax Treaties 


Reciprocal income tax treaties are currently in force between Canada and the following countries. (In some 
cases the treaty currently in force, signed on the date noted, replaced another treaty that had been in force 
from an earlier time.) 


Tax treaties in force 


Argentina (April 29, 1993) 

Australia (May 21, 1980) 

Austria (December 9, 1976) 

Bangladesh (February 15, 1982) 

Barbados (January 22, 1980) 

Belarus 3 

Belgium (May 29, 1975) 

Brazil (June 4, 1984) © 

Cameroon (May 26, 1982) 

China (People’s Republic of) (May 12, 1986)? 

Cyprus (May 2, 1984) 

Czech Republic 

Czechoslovakia (August 30, 1990) 

Denmark (September 17, 1997) 

Dominican Republic (August 6, 1976) 

Egypt (May 30, 1983) 

Estonia (June 2, 1995) 

Finland (May 28, 1990) 

France (May 2, 1975 and Protocol of ree 16, 
1987) 

Germany (July 17, 1981 treaty with West Ger- 
many, now considered in force for the unified 
Germany) 

Guyana (October 15, 1985) 

Hungary (April 15, 1992 and Protocol of May 3, 
1994) 

Iceland (June 19, 1997) 


_ India (January 11, 1996) 


Indonesia (January 16, 1979) 

Ireland (November 23, 1966) 

Israel (July 21, 1975) 

Italy (November 17, 1977 and Protocol of March 
20, 1989) 

Ivory Coast (June 16, 1983) 

Jamaica (March 30, 1978) 

Japan (May 7, 1986) 

Kazakhstan (September 25, 1996)2 

Kenya (April 27, 1983) 

Korea (February 10, 1978) 


Latvia (Republic of) (April 26, 1995) 


Lithuania (Republic of) (August 29, 1996) 

Luxembourg (July 8, 1991) . 

Malaysia (October 15, 1976) 

Malta (July 25, 1986) 

Mexico (March 16, 1990 and April 8, 1991) 

Morocco (December 22, 1975) 

Netherlands (May 27, 1986, Protocol of | 
same date and of March 4, 1993) 

New Zealand (May 13, 1980) 

Norway (November 23, 1966) 

Pakistan (February 24, 1976) 

Papua New Guinea (October 16, 1987) 

Philippines (March 11, 1976) 

Poland (May 4, 1987) 

Romania (November 20, 1978) 


-The status of the treaty with the former USSR is as follows: 


Russia; Ukraine and Belarus are honouring the treaty and, therefore, it continues to be in force with those countries. (A new treaty with 
Ukraine was signed on March 4, 1996 and came into force on April 29, 1997; a new Aya with Russia was signed on October 5, 1995 
and came into force on May 5, 1997.) 


Estonia announced that it will not honour the treaty. A new treaty was signed on June 2, 1995 and came into force on December 28, 
1995. 


Latvia announced that it will not honour the treaty. A new treaty was signed on April 26, 1995 and came into force on December w2; 
1995. | 


Kazakhstan announced that it would honour the treaty until the end of 1995. The new treaty, ratified at the end of 1997, is retroactive to 
January 1, 1996 to provide continuous coverage. 


Lithuania, Kyrgyzstan, and Uzbekistan announced that they will not honour the treaty. Negotiations for new treaties with those countries 
are underway, but such new treaties will likely not be retroactive. A new treaty has been signed with Lithuania (August 29, 1996) and 
has been ratified. 


Azerbaijan, Tajikistan, and Turkmenistan all announced that they will not honour the treaty, so it is not in force with respect to those 
countries, and no negotiations for a new treaty are underway. 


For further information, contact Revenue Canada’s International Taxation Office at 613-952-3741 or 1-800-267-5177. 
3Note that the treaty with China does not apply to Hong Kong, notwithstanding the return of the territory to China in July 1997 
4The treaty with the former Czechoslovakia is considered to be in force, effective January 1, 1993, with both the Czech Republic and 


Slovakia. 
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Singapore (March 6, 1976 and Protocol of same Nigeria (August 4, 1992) 


date) Vietnam (November 14, 1997) 
Slovakia‘t 
South Africa (Republic of) (November 27, 1995) | Tax treaties or protocols under negotiation 
Spain (November 23, 1976) (re-negotiation) — ) 


Sri Lanka (June 23, 1982) 


Sweden (August 27, 1996) eal 

Switzerland (May 5, 1997) tria ( 6 

Tanzania (United Republic of) (December 15, es ee Se oe 
1995) 

Thailand (April 11, 1984) se ati? 


Trinidad and Tobago (Republic of) (September ; 
11, 1995) Czech Republic 


Tunisia (February 10, 1982) ae 
Ukraine (March 4, 1996)? Germany® 
Union gt Soviet Socialist Republics (June 13, Greece 
1985) 6 
United Kingdom of Great Britain and Northern ean of )6 
Ireland (September 8, 1978) Japan 
United States of America (September 26, 1980 elie 
and Protocols of March 17, 1995 and July 29, Kyrgyzstan2 
1997) 
Zambia (Republic of) (February 16, 1984) een 


Zimbabwe (April 16, 1992) Mauritius (Republic of) 


Mexico (United States of)® 


Tax treaties or protocols signed but not yet Moldova 
in force Norway® 
Chile (January 21, 1998) Organization of Eastern Caribbean States 
Croatia (December 9, 1997) Portugal 
France (Protocol, November 29, 1995) Senegal 
Indonesia (April 1, 1998) Singapore/ 
Liberia (November 30, 1976)° Slovakia 
- Netherlands (Protocol, August 25, 1997) Slovenia (Republic of) 


2The status of the treaty with the former USSR is as follows: 


Russia, Ukraine and Belarus are honouring the treaty and, therefore, it continues to be in force with those countries. (A new treaty with 
Ukraine was signed on March 4, 1996 and came into force on April 29, 1997; a new treaty with Russia was signed on October 5, 1995 
and came into force on May 5, 1997.) 


Estonia announced that it will not honour the treaty. A new treaty was signed on June 2, 1995 and came into force on December 28, 
1995: 


Latvia announced that it will not honour the treaty. A new treaty was signed on April 26, 1995 and came into force on December 12, 
1995. 


Kazakhstan announced that it would honour the treaty until the end of 1995. The new treaty, ratified at the end of 1997, is retroactive to 
January 1, 1996 to provide continuous coverage. 


Lithuania, Kyrgyzstan, and Uzbekistan announced that they will not honour the treaty. Negotiations for new treaties with those countries 
are underway, but such new treaties will likely not be retroactive. A new treaty has been signed with Lithuania (August 29, 1996) and 
has been ratified. 


Azerbaijan, Tajikistan, and Turkmenistan all announced that they will not honour the treaty, so it is not in force with respect to those 
countries, and no negotiations for a new treaty are underway. 


For further information, contact Revenue Canada’s International Taxation Office at 613-952-3741 or 1-800-267-5177. 


47 he treaty with the former Czechoslovakia is considered to be in force, effective January 1, 1993, with both the Czech Republic and 
Slovakia. 


SThe treaty with Liberia is still technically awaiting ratification but will never be ratified. 
Swill eventually replace the existing treaty. 
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Turkey Déry at the Department of Finance, (613) 992-1862. 


United Arab Emirates For current information regarding Revenue Canada 
United Kingdom’ | administrative policy with respect to which treaties 
Uzbekistan (Republic of)? are in force, contact the International Taxation Of- 
Venezuela .F fice (613) 952-3741 or 1-800-267-5177. 


For current information regarding the status of treaty 
negotiations with any country, contact Jean-Marc 


2The status of the treaty with the former USSR is as follows: 


Russia, Ukraine and Belarus are honouring the treaty and, therefore, it continues to be in force with those countries. (A new treaty with 
Ukraine was signed on March 4, 1996 and came into force on April 29, 1997; a new treaty with Russia was signed on October 5, 1995 
and came into force on May 5, 1997.) 


Estonia announced that it will not honour the treaty. A new treaty was signed on June 2, 1995 and came into force on December 28, 
1995. 


Latvia announced that it will not honour the treaty: A new treaty was signed on April 26, 1995 and came into force on December 12, 
1995. 


Kazakhstan announced that it would honour the treaty until the end of 1995. The new treaty, ratified at the end of 1997, is retroactive to 
January 1, 1996 to provide continuous coverage. 


Lithuania, Kyrgyzstan, and Uzbekistan announced that they will not honour the treaty. Negotiations for new treaties with those countries 
are underway, but such new treaties will likely not be retroactive. A new treaty has been signed with Lithuania (August 29, 1996) and 
has been ratified. 


Azerbaijan, Tajikistan, and Turkmenistan all announced that they will not honour the treaty, so it is not in force with respect to those 
countries, and no negotiations for a new treaty are underway. 


For further information, contact Revenue Canada’s International Taxation Office at 613-952-3741 or 1-800-267-5177. 
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Interpretation Act 


An Act respecting the Interpretation of Statutes and Regulations 
REVISED STATUTES OF CANADA 1985, CHAPTER I-21, AS AMENDED 


Short Title 


1. Short title — This Act may be cited as the Jnter- 
pretation Act. 


Interpretation 


2. (1) Definitions — In this Act, 
“Act’? means an Act of Parliament; 
“enact” includes to issue, make or establish; 


“enactment” means an Act or regulation or any por- 
tion of an Act or regulation; 


“public officer” includes any person in the public 
service of Canada who is authorized by or under an 
enactment to do or enforce the doing of an act or 
thing or to exercise a power, or on whom a duty is 
imposed by or under an enactment, 


“regulation” includes an order, regulation, rule, rule 
of court, form, tariff of costs or fees, letters patent, 
commission, warrant, proclamation, by-law, resolu- 
tion or other instrument issued, made or established 


(a) in the execution of a power conferred by or 
under the authority of an Act, or 


(b) by or under the authority of the Governor in 
Council; 


“repeal” includes revoke or cancel. 


(2) Expired and replaced enactments — For 
the purposes of this Act, an enactment that has been 
replaced, has expired, lapsed or otherwise ceased to 
have effect is deemed to have been repealed. 


Application 


3. (1) Application — Every provision of this Act 
applies, unless a contrary intention appears, to every 
enactment, whether enacted before or after the com- 
mencement of this Act. 


(2) Application to.this Act — The provisions of 
this Act apply to the interpretation of this Act. 


(3) Rules of construction not excluded — 
Nothing in this Act excludes the application to an 
enactment of a rule of construction applicable to that 
enactment and not inconsistent with this Act. . 


Enacting Clause of Acts 


4. (1) Enacting clause — The enacting clause of 
an Act may be in the following form: 


“Her Majesty, by and with the advice and con- 
sent of the Senate and House of Commons of 
Canada, enacts as follows:”. 


(2) Order of clauses — The enacting clause of an 
Act shall follow the preamble, if any, and the various 
provisions within the purview or body of the Act 
shall follow in a concise and enunciative form. 


Operation 
Royal Assent 


5. (1) Royal Assent — The Clerk of the Parlia- 
ments shall endorse on every Act, immediately after 
its title, the day, month and year when the Act was 
assented to in Her Majesty’s name and the endorse- 
ment shall be a part of the Act. 


(2) Date of commencement — If no date of 
commencement is provided for in an Act, the date of 
commencement of that Act is the date of assent to 
the Act. 


(3) Commencement provision — Where an Act 
contains a provision that the Act or any portion 
thereof is to come into force on a day later than the 
date of assent to the Act, that provision is deemed to 
have come into force on the date of assent to the Act. 


(4) Commencement when no date fixed — 
Where an Act provides that certain provisions 
thereof are to come or are deemed to have come into 
force on a day other than the date of assent to the 
Act, the remaining provisions of the Act are deemed 
to have come into force on the date of assent to the 
Act. 


Day Fixed for Commencement or 
Repeal 


6. (1) Operation when date fixed for 
commencement or repeal — Where an enact- 
ment is expressed to come into force on a particular 
day, it shall be construed as coming into force on the 
expiration of the previous day; and where an enact- 
ment is expressed to expire, lapse or otherwise cease 
to have effect on a particular day, it shall be con- 
strued as ceasing to have effect upon the commence- 
ment of the following day. 


(2) When no date fixed — Every enactment that 
is not expressed to come into force on a particular 
day shall be construed as coming into force 


(a) in the case of an Act, on the expiration of the 
day immediately before the day the Act was as- 
sented to in Her Majesty’s name; 


(b) in the case of a regulation, on the expiration 
of the day immediately before the day the regula- 
tion was registered pursuant to section 6 of the 
Statutory Instruments Act or, if the regulation is 
of a class that is exempted from the application of 
subsection 5(1) of that Act, on the expiration of 
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the day immediately before the day the regulation 
was made. 


(3) Judicial notice — Judicial notice shall be 
taken of a day for the coming into force of an enact- 
ment that is fixed by a regulation that has been pub- 
lished in the Canada Gazette. 


Regulation Prior to Commencement 


7. Preliminary proceedings — Where an enact- 


ment is not in force and it contains provisions con- | 


ferring power to make regulations. or.do any other 
thing, that power may, for the purpose of making the 
enactment effective on its commencement, be’ exer- 
cised at any time before its commencement, but a 
regulation so made or a thing so done has no effect 
until the commencement of the enactment, except in 
so far-as may be necessary to make the enactment 
effective on its commencement. 


Territorial Operation 
8..(1). Territorial operation — Every enactment 


applies to the whole of Canada, unless a contrary in- 
tention is expressed in the enactment. 


Interpretation Act 


(2) Amending enactment — Where an enactment 
that does not apply to the whole of Canada is 
amended, no provision in the amending enactment 
applies to any part of Canada to which the amended 
enactment does not apply, unless it is provided in the 
amending enactment that it applies to that part of 
Canada or to the whole of Canada. 


(2.1) Exclusive economic zone of Canada — 
Every enactment that applies in respect of exploring 
or exploiting, conserving or managing natural re- 
sources, whether living or non-living, applies, in ad- 
dition to its application to Canada, to the exclusive 
economic zone of Canada, unless a contrary inten- 
tion is expressed in the enactment. 


(2.2) Continental shelf of Canada — Every en- 
actment that applies in respect of exploring or ex- 
ploiting natural resources that are 


(a) mineral or other non-living resources’ of the 
seabed or subsoil, or 


(b) living organisms belonging to sedentary spe- 
cies, that is to say, organisms that, at the harvest- 
able stage, either are immobile on or under the 
seabed or are unable’ to move except in constant — 
physical contact with the seabed or subsoil 


applies, in addition to its application to Canada, to 
the continental shelf of Canada, unless a contrary in- 
tention is expressed in the enactment. 

History: Subsecs. 8(2.1) and (2.2) added by 1996, c. 31, s. 87, to 
come into force on a day to be fixed by order of the Governor in 
Council. 


(3) Extra-territorial operation — Every Act now 
in force enacted prior to December 11, 1931 that ex- 
pressly or by necessary or reasonable implication 
was intended, as to the whole or any part thereof, to 
have extra-territorial operation shall be construed as 
if, at the date of its enactment, the Parliament of 
Canada had full power to make laws having extra- 
territorial operation as provided by the Statute of 
Westminster, 1931. 


Rules of Construction 
Private Acts 


9. Provisions in Private Acts — No provision in 
a private Act affects the nghts of any person, except 
as therein mentioned or referred to. 


Law Always Speaking 


10. Law always speaking — The law shall be 
considered as always speaking, and where a matter 
or thing is expressed in the present tense, it shall be 
applied to the circumstances as they arise, So that ef- 
fect may be given to the enactment acdotding to its 
true spirit, intent and meaning. 
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Imperative and Permissive 
Construction 


11. “Shall” and “may” — The expression “shall” 
is to be construed as imperative and the expression 
“may” as permissive. 


Enactments Remedial 


12. Enactments deemed remedial — Every en- 
actment is deemed remedial, and shall be given such 
fair, large and liberal construction and interpretation 
as best ensures the attainment of its objects. 


Preambles and Marginal Notes 


13. Preamble — The preamble of an enactment 
shall be read as a part of the enactment intended to 
assist in explaining its purport and object. 


14. Marginal Notes and historical refer- 
ences — Marginal notes and references to former 
enactments that appear after the end of a section or 
other division in an enactment form no part of the 
enactment, but are inserted for convenience of refer- 
ence only. 


Application of Interpretation 
Provisions 


15. (1) Application of definitions and 
Interpretation Provisions — Definitions or rules 
of interpretation in an enactment apply to all the pro- 
visions of the enactment, including the provisions 
that contain those definitions or rules of 
interpretation. 


(2) Interpretation sections subject to excep- 
tions — Where an enactment contains an interpreta- 
tion section or provision, it shall be read and 
construed 


(a) as being applicable only if a contrary intention 
does not appear, and 


(b) as being applicable to all other enactments re- 
lating to the same subject-matter unless a con- 
trary intention appears. 


16. Words in regulations — Where an enactment 
confers power to make regulations, expressions used 
in the regulations have the same respective meanings 
as in the enactment conferring the power. 


Her Majesty 


17. Her Majesty not bound or affected unless 
stated — No enactment is binding on Her Majesty 
or affects Her Majesty’s rights or prerogatives in any 


S. 20 


manner, except as mentioned or referred to in the 
enactment. 


Proclamations 


18. (1) Proclamation — Where an enactment au- 
thorizes the issue of a proclamation, the proclama- 
tion shall be understood to be a proclamation of the 
Governor in Council. 


(2) Proclamation to be issued on advice — 
Where the Governor General is authorized to issue a 
proclamation, the proclamation shall be understood 
to be a proclamation issued under an order of the 
Governor in Council, but it is not necessary to men- 
tion in the proclamation that it is issued under such 
an order. 


(3) Effective day of Proclamations — A procla- 
mation that is issued under an order of the Governor 
in Council may purport to have been issued on the 
day of the order or on any subsequent day and, if so, 
takes effect on that day. 


Oaths 


19. (1) Administration of oaths — Where, by an 
enactment or by a rule of the Senate or House of 
Commons, evidence under oath is authorized or re- 
quired to be taken, or an oath is authorized or di- 
rected to be made, taken or administered, the oath 
may be administered, and a certificate of its having 
been made, taken or administered may be given by 


(a) any person authorized by the enactment or 
rule to take the evidence; or 


(b) a judge of any court, a notary public, a justice 
of the peace or a commissioner for taking affida- 
vits, having authority or jurisdiction within the 
place where the oath is administered. 


(2) Where justice of peace empowered — 
Where power is conferred on a justice of the peace to 
administer an oath or solemn affirmation or to take 
an affidavit or declaration, the power may be exer- 
cised by a notary public or a commissioner for tak- 
ing oaths. 


Related Provisions: ITA 220(5) — Administration of oaths. 
Reports to Parliament 


20. Reports to Parliament — Where an Act re- 
quires a report or other document to be laid before 
Parliament and, in compliance with the Act, a partic- 
ular report or document has been laid before Parlia- 
ment at a session thereof, nothing in the Act shall be 
construed as requiring the same report or document 
to be laid before Parliament at any subsequent 
session. 
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Corporations 


21. (1) Powers vested in Corporations — 
Words establishing.a corporation shall be construed 


(a) as vesting in the corporation power to sue and 
be sued, to contract and be contracted with by its 
corporate name, to have a common seal and to 
alter or change it at pleasure, to have perpetual 
succession, to acquire and hold personal property 
for the purposes for which the corporation is es- 
tablished and to alienate that property at pleasure; 


(b) in the case of a corporation having a name 
consisting of an English and a French form or a 
combined English and French form, as vesting in 
the corporation power to use either the English or 
the French form of its name or both forms and to 
show on its seal both the English and French 
forms of its name or have two seals, one showing 
the English and the other showing the French 
form of its name; 


(c) as vesting in a majority of the members of the 
corporation the power to bind the others by their 
acts; and 


(d) as exempting from personal liability for its 
debts, obligations or acts individual members of 
the corporation who do not contravene the provi- 
sions of the enactment establishing the 
corporation. 


(2) Corporate name — Where an. enactment es- 
tablishes a corporation and in each of the English 
and French versions of the enactment: the name of 
the corporation is.in the form only of the language of 
that version, the name of the corporation shall con- 
sist of the form of its name in each of the versions of 
the enactment. 


(3) Banking business — No corporation is 
deemed to be authorized to carry on the business of 
banking unless that power is expressly conferred on 
it by the enactment establishing the corporation. 


Majority and Quorum 


22. (1) Majorities — Where an enactment requires 
or authorizes more than two persons to do an act or 
thing, a majority of them may do it. 


(2) Quorum of board, court, commission, 
etc. — Where an enactment establishes a board, 
court, commission or other. body consisting of three 
or more members, in this section called an 
“association”, 


(a) at a meeting of the association, a number of 
members of the association equal to, 


(1) if the number of members provided for by 
the enactment is a fixed number, at least one- 
half of the number of members, and . 


(11) if the number of members provided for by 
the enactment is not a fixed number but is 
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within a range having a maximum or mini- 
mum, at least one-half of the number of mem- 
bers in office if that number is within the 
range, 


constitutes a quorum; 


(b) an act or thing done by a majority of the 
members of the association present at a meeting, 
if the members: present constitute a quorum, is 
deemed to have been done by the association; and 


(c) a vacancy in the membership of the associa- 
tion does not invalidate the constitution of the as- 
sociation or impair the nght of the members in 
office to act, if the number of members in office 
is not less than a quorum. 


Appointment, Retirement and 
Powers of Officers 


23. (1) Public officers hold office during plea- 
sure — Every public officer appointed by or under 
the authority of an enactment or otherwise is deemed 
to have been appointed to hold office during pleasure 
only, unless it is otherwise expressed in the enact- 
ment, commission or instrument of appointment. 


(2) Effective day of appointments — Where an 
appointment is made by instrument under the Great 
Seal, the instrument may purport to have been issued 
on or after the day its issue was authorized, and the 
day on which it so purports to have been issued is 
deemed to be the day on which the appointment 
takes effect. 


(3) Appointment or engagement otherwise 
than under great seal — Where there is authority 
in an enactment to appoint a person to a position or 
to engage the services of a person, otherwise than by 
instrument under the Gréat Seal, the instrument of 
appointment or engagement may be expressed to be 
effective on or after the day on which that. person 
commenced the. performance of the duties of the po- 
sition or commenced the performance of the ser- 
vices, and the day on which it is so expressed to be 
effective, unless that day is more than sixty days 
before the day on which the instrument is issued, is 
deemed to be the day on which the appointment or 
engagement takes effect. 


(4) Remuneration — Where a person is appointed 
to an office, the appointing authority may fix, vary 
or terminate that person’s remuneration. 


(5) Commencement of appointments or re- 
tirements — Where a person is appointed to an of- 
fice effective on a specified day, or where the ap- 
pointment of a person is terminated effective on a 
specified day, the appointment or termination is 
deemed to have been effected immediately on the 
expiration of the previous day. 


24. (1) Implied powers respecting public of- 
ficers — Words authorizing the appointment of a 
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public officer to hold office during pleasure include, 
in the discretion of the authority in whom the power 
of appointment is vested, the power to 


(a) terminate the appointment or remove or sus- 
pend the public officer; 


(b) re-appoint or reinstate the public officer; and 


(c) appoint another person. in the stead of, or to 
act in the stead of, the public officer. 


(2) Power to act for ministers — Words di- 
recting or empowering a minister of the Crown to do 
an act or thing, regardless of whether the act or thing 
is administrative, legislative or judicial, or otherwise 
applying to that minister as the holder of the office, 
include 


(a) a minister acting for that minister or, if the 
office is vacant, a minister designated to act in 
the office by or under the authority of an order in 
council; 


(b) the successors of that minister in the office; 
(c) his or their deputy; and 


(d) notwithstanding paragraph (c), a person ap- 
pointed to serve, in the department or ministry of 
state over which the minister presides, in a capac- 
ity appropriate to the doing of the act or thing, or 
to the words so applying. 


(3) Restriction as to public servants — Noth- 
ing in paragraph (2)(c) or (d) shall be construed as 
authorizing the exercise of any authority conferred 
on a minister to make a regulation as defined in the 
Statutory Instruments Act. 


authorizing the f 
efined i 


en a minister to make a regulation as 
section 2 of the Regulations Ac 


Application: Bill C-25 (Second Reading J 
will amend subsec. 24(3) to read as above, to com mi 
days or days to be fixed by order of the Governor in Counch oe 


(4) Successors to and deputy of public of- 
ficer — Words directing or empowering any public 
officer, other than a minister of the Crown, to do any 
act or thing, or otherwise applying to the public of- 
ficer by his name of office, include his successors in 
the office and his or their deputy. 


(5) Powers of holder of public office — Where 
a power is conferred or a duty imposed on the holder 
of an office, the power may be exercised and the 
duty shall be performed by the person for the time 
being charged with the execution of the powers and 
duties of the office. 


S. 28(c) 


Evidence 


25. (1) Documentary evidence — Where an en- 
actment provides that a document is evidence of a 
fact without anything in the context to indicate that 
the document is conclusive evidence, then, in any ju- 
dicial proceedings, the document is admissible in ey- 
idence and the fact is deemed to be established in the 
absence of any evidence to the contrary. 


(2) Queen’s printer — Every copy of an enact- 
ment having printed thereon what purports to be the 
name or title of the Queen’s Printer and Controller of 
Stationery or the Queen’s Printer is deemed to be a 
copy purporting to be printed by the Queen’s Printer 
for Canada. 


Computation of Time 


26. Time limits and holidays — Where the time 
limited for the doing of a thing expires or falls on a 
holiday, the thing may be done on the day next fol- 
lowing that is not a holiday. 


27. (1) Clear days — Where there is a reference to 
a number of clear days or “at least” a number of days 
between two events, in calculating that number of 
days the days on which the events happen are 
excluded. 


(2) Not clear days — Where there is a reference to 
a number of days, not expressed to be clear days, be- 
tween two events, in calculating that number of days 
the day on which the first event happens 1s excluded 
and the day on which the second event happens is 
included. 


(3) Beginning and ending of prescribed peri- 
ods — Where a time is expressed to begin or end at, 
on or with a specified day, or to continue to or until a 
specified day, the time includes that day. 


(4) After specified day — Where a time is ex- 
pressed to begin after or to be from a specified day, 
the time does not include that day. 


(5) Within a time — Where anything is to be done 
within a time after, from, of or before a specified 
day, the time does not include that day. 


28. Calculation of a period of months after or 
before a specified day — Where there is a refer- 
ence to a period of time consisting of a number of 
months after or before a specified day, the period is 
calculated by 


(a) counting forward or backward from the speci- 
fied day the number of months, without including 
the month in which that day falls; 

(b) excluding the specified day; and 


(c) including in the last month counted under par- 
agraph (a) the day that has the same calendar 
number as the specified day or, if that month has 
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no day with that number, the last day of that 
month. 


29. Time of the day — Where there is a reference 
to time expressed as a specified time of the day, the 
time is taken to mean standard time. 


30. Time when specified age attained —A 
person is deemed not to have attained a specified 
number of years of age until the commencement of 
the anniversary, of the same number, of the day of 
that person’s birth. 


Miscellaneous Rules 


31. (1) Reference to magistrate, etc. — Where 
anything is required or authorized to be done by or 
before a judge, magistrate, justice of the peace, or 
any functionary or officer, it shall be done by or 
before one: whose jurisdiction or powers extend to 
the place where the thing is to be done. 


(2) Ancillary powers — Where power is given to 
a person, officer or functionary, to. do or enforce the 
doing of any act or thing, all such powers as are nec- 
essary to enable the person, officer or functionary to 
do or enforce the doing of the act or thing are 
deemed to be also given. 


(3) Powers to be exercised as required — 
Where a power is conferred or a duty imposed, the 
power may be exercised and the duty shall be per- 
formed from time to time as occasion requires. 


(4) Power.to repeal — Where a power is. con- 
ferred to make regulations, the power shall be. con- 
strued.as. including a power, exercisable in the same 
manner and subject to the same consent and condi- 
tions, if any, to repeal, amend or vary the regulations 
and make others. 


32. Forms — Where a form is prescribed, devia- 
tions from that form, not affecting the substance or 
calculated to mislead, do not invalidate the form 
used. 


33. (1) Gender —. Words importing female persons 
include male persons. and corporations and words 
importing male persons include female persons. and 
corporations. 


(2) Number — Words in the singular include the 
plural, and words. in the plural include the singular. 


(3) Parts of speech and grammatical forms — 
Where a word is defined, other parts of speech and 
grammatical forms of the same word have corre- 
sponding meanings. 
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Offences 


34. (1) Indictable and summary conviction of- 
fences — Where an enactment creates an offence, 


(a) the offence is deemed to be an indictable of- 
fence if the enactment provides that the offender 
may be prosecuted for the offence by indictment; 


(b) the offence is deemed to be one for which the 
offender is punishable on summary conviction if 
there is nothing i in the context to indicate that the 
offence is an indictable offence; and ~ 


(c) if the offence is one for which the offender 
may be prosecuted by indictment or for which the 
offender. is punishable on summary conviction, 
no person shall be considered to have been. con- 
victed of an indictable offence by reason only of 
having been convicted of the offence on sum- 
mary conviction. : 


(2) Criminal Code to apply — All the provisions 
of the Criminal Code relating to indictable offences 
apply to indictable offences created by an enactment, 
and all the provisions of that Code relating to sum- 
mary conviction offences apply to all other offences 
created by an enactment, except to the extent that the 
enactment otherwise provides. 


(3) Documents similarly construed —In a 
commission, proclamation, warrant or other docu- 
ment relating to criminal law or procedure 1 in crimi- 
nal matters 


(a) a reference to an offence. for which aire of- 
fender may be prosecuted by indictment shall be 
construed as a reference to an indictable offence; 
and 


(b) a reference to any other offence shall be con- 
strued as a reference to an offence for which the 
offender is punishable on summary conviction. 


Powers to Enter Dwelling-houses to 
Carry out Arrests 


34.1 Authorization to enter dwelling house — 
Any person who may issue a warrant to arrest or ap- 
prehend a person under any Act of Parliament, other 
than the Criminal Code, has the same powers, sub- 
ject to the same terms and conditions, asa judge or 
justice has under the Criminal Code 


(a) to authorize the entry into a dwelling-house 
described in the warrant for the purpose of arrest- 
ing or apprehending the person, if the person is- 
suing the warrant is satisfied by information on 
oath that there are reasonable grounds to believe 
that the person is or will be present in the dwell- 
ing-house; and 


(b) to authorize the entry into the dwelling-house 
without prior announcement if the requirement of 
subsection 529.4(1) is met. 
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Definitions 


35. (1) General definitions — In every enact- 
ment, 


“Act”, as meaning an Act of a legislature, includes 
an ordinance of the Yukon Territory or of the North- 
west Territories and a law made by the Legislature 
for Nunavut or continued by section 29 of the 
Nunavut Act; 


“bank” means a bank to which the Bank Act applies; 


“British Commonwealth” or “British Common- 
wealth of Nations” has the same meaning as 
“Commonwealth”; 


“broadcasting” means any radiocommunication in 
which the transmissions are intended for direct re- 
ception by the general public; 


“Canada”, for greater certainty, includes the inter- 
nal waters of Canada and the territorial sea of 
Canada; 

History: “Canada” added to subsec. 35(1) by 1996, c. 31, s. 88, to 


come into force on a day to be fixed by order of the Governor in 
Council. 


“Canadian waters” includes the territorial sea of 
Canada and the internal waters of Canada; 
History: “Canadian waters” added to subsec. 3561), byeeL996; .¢- 


31.5. 88. to come into force on a day to be fixed by order of the 
Governor in Council. 


“Clerk of the Privy Council” or “Clerk of the 
Queen’s Privy Council’? means the Clerk of the 
Privy Council and Secretary to the Cabinet, 


“commencement”, when used with reference to an 
enactment, nieans the time at which the enactment 
comes into force; 


“Commonwealth” or “Commonwealth of Na- 
tions’? means the association of countries named in 
the schedule; 


“Commonwealth and Dependent Territories” 
means the several Commonwealth countries and 
their colonies, possessions, dependencies, protector- 
ates, protected states, condominiums and _ trust 
territories; 


“contiguous zone”’, 


(a) in relation to Canada, means the contiguous 
zone of Canada as determined under the Oceans 
Act, 


(b) in relation to any other state, means the con- 
tiguous zone of the other state as determined in 
accordance with international law and the domes- 
tic laws of that other state; 
History: “Contiguous zone” added to subsec. 35(1) by 1996, c. 31, 
s. 88. to come into force on a day to be fixed by order of the Gover- 
nor in Council. 


S. 35(1) Gov 


“continental shelf’, 


(a) in relation to Canada, means the continental 
shelf of Canada as determined under the Oceans 
Act, and 


(b) in relation to any other state, means the conti- 
nental shelf of the other state as determined in ac- 
cordance with international law and the domestic 
laws of that other state; 
History: “Continental shelf” added to subsec. 35(1) by 1996, c. 31, 
s. 88, to come into force on a day to be fixed by order of the Gover- 
nor in Council. 


“contravene” includes fail to comply with; 


“corporation” does not include a partnership that is 
considered to be a separate legal entity under provin- 
cial law; 


“county” includes two or more ,counties united. for 
purposes to which the enactment relates, 


“diplomatic or consular officer” includes an am- 
bassador, envoy, minister, chargé d’ affaires, coun- 
sellor, secretary, attaché, consul-general, consul, 
vice-consul, pro-consul, consular agent, acting con- 
sul-general, acting consul, acting vice-consul, acting 
consular agent, high commissioner, permanent dele- 
gate, adviser, acting high commissioner, and acting 
permanent delegate, 


“exclusive economic zone’’, 


(a) in relation to Canada, means the exclusive ec- 
onomic zone of Canada as determined under the 
Oceans Act and includes the seabed and subsoil 
below that zone, and - 


(b) in relation to any other state, means the exclu- 
sive economic zone of the other state as deter- 
mined in accordance with international law and 
the domestic laws of that other state; 
History: “Exclusive economic: zone” added to subsec. 35(1) by 
1996, c. 31, s. 88, to come into force on a day to be fixed by order 
of the Governor in Council. 


“Federal Court” means the Federal Court of 
Canada; 


“Federal Court-Appeal Division” or “Federal 
Court of Appeal’ means that division of the Federal 
Court of Canada called the Federal Court—Appeal 
Division or referred to as the Federal Court of Ap- 
peal by the Federal Court Act; 


“Federal Court—Trial Division’ means that divi- 
sion of the Federal Court of Canada so named by the 
Federal Court Act; 


“Governor”, “Governor General”; or “Governor 
of Canada” means the Governor General of Canada 
or other chief executive officer or administrator car- 
rying on the Government of Canada on behalf and in 
the name of the Sovereign, by whatever title that of- 
ficer is designated; 


“Governor General in Council” or “Governor in 
Council” means the Governor General of Canada 
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acting by and with the advice of, or by and with the 
advice and consent of, or in conjunction with the 
Queen’s Privy Council for Canada; 


“Great Seal’’ means the Great Seal of Canada; 


‘Her Majesty’’, “His Majesty”, “the Queen’, “the 
King” or ‘“‘the Crown’ means the Sovereign of the 
United Kingdom, Canada and Her other Realms and 
Territories, and Head of the Commonwealth; 


‘“‘“Her Majesty’s Realms and Territories” means all 
realms and territories under the sovereignty of Her 
Majesty; 


“herein” used in any section shall be understood to 
relate to the whole enactment, and not to that section 
only; 


“tholiday’”’ means any of the following days, namely, 
Sunday; New Year’s Day; Good Friday; Easter 
Monday; Christmas Day; the birthday or the day 
fixed by proclamation for the celebration of the 
birthday of the reigning Sovereign!; Victoria Day; 
Canada Day; the first Monday in September, desig- 
nated Labour Day; Remembrance Day; any day ap- 
pointed by proclamation to be observed as a day of 
general prayer or mourning or day of public rejoic- 
ing or thanksgiving’; and any of the following addi- 
tional days, namely: 


(a) in any province, any day appointed by procla- 
mation of the lieutenant governor of the province 
to be observed as a public holiday or as a day of 
general prayer or mourning or day of public re- 
joicing or thanksgiving within the province, and 
any day that is a non-juridical day by virtue of an 
Act of the legislature of the province, and 


(b) in any city, town, municipality or other organ- 
ized district, any day appointed to be observed as 
a civic holiday by resolution of the council or 
other authority charged with the administration of 
the civic or municipal affairs of the city, town, 
municipality or district; 


‘internal waters’’, 


(a) in relation to Canada, means the internal wa- 
ters of Canada as determined under the Oceans 
Act and includes the airspace above and the bed 
and subsoil below those waters, and 


(b) in relation to any other state, means the waters 
on the landward side of the baselines of the terri- 
torial sea of the other state; 

History: “Internal waters” added to subsec. 35(1) by 1996, c. 31, s. 


88, to come into force.on a day to be fixed by order of the Governor 
in Council. 


“legislative assembly”, “legislative council” or 
“Jegislature’”’ includes the Lieutenant Governor in 
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Council and the Legislative Assembly of the North- 
west Territories, as constituted before September 1, 
1905, the Commissioner in Council. of. the Yukon 
Territory, the Commissioner in Council of the North- 
west Territories, and the Legislature for Nunavut; 


‘lieutenant governor’ means the lieutenant gover- 
nor or other chief executive officer or administrator 
carrying on the government of the province indicated 
by the enactment, by whatever title that officer is 
designated, and, in relation to the Yukon Territory, 
the Northwest Territories or Nunavut, means the 
Commissioner thereof; 


‘lieutenant governor in council” means the lieu- 
tenant governor acting by and with the advice of, or 
by and with the advice and consent of, or in conjunc- 
tion with the executive council of the province indi- 
cated by the enactment and, in relation to the Yukon 
Territory, the Northwest Territories or Nunavut, 
means the Commissioner thereof; 


“local time”, in relation to any place, means the 
time observed in that place for the regulation of busi- 
ness hours; 


“military” shall be construed as relating to all or 
any part of the Canadian Forces; 


“month” means a calendar month; 


“‘oath”’ includes a solemn affirmation or declaration 
when the context applies to any person by whom and 
to any case in which a solemn affirmation or declara- 
tion may be made instead of an oath, and in the same 
cases the expression “sworn” includes the expression 
“affirmed” or ““declared’’; 


‘‘Parliament’’? means the Parliament of Canada; 


“person” or any word or expression descriptive of a 
person, includes a corporation; 


“proclamation” means a proclamation under the 
Great Seal; 


“province” means a province of Canada, and in- 
cludes the Yukon Territory, the Northwest Territo- 
ries and Nunavut; 


“radio” or “radiocommunication” means any 
transmission, emission or reception of signs, signals, 
writing, images, sounds or intelligence of any nature 
by means of electromagnetic waves of frequencies 
lower than 3000 GHz propagated in space without 
artificial guide; 


“regular force’? means the component of the Cana- 
dian Forces that is referred to in the National De- 
fence Act as the regular force; 


IThe Monday immediately preceding May 25 (SOR/57-55, Canada Gazette, Part II, February 27, 1957). 


The second Monday in October (SOR/57-56, Canada Gazette; Part U1, February 27, 1957). 
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“reserve force” means the component of the Cana- 
dian Forces that is referred to in the National De- 
fence Act as the reserve force; 


“security” means sufficient security, and “sureties” 
means sufficient sureties, and when those words are 
used one person is sufficient therefor, unless other- 
wise expressly required; 


“standard time’, except as otherwise provided by 
any proclamation of the Governor in Council that 
may be issued for the purposes of this definition in 
relation to any province.or territory or any part 
thereof, means 


(a) in relation to the Province of Newfoundland, 
Newfoundland standard time, being three hours 
and thirty minutes behind Greenwich time, 


(b) in relation to the Provinces of Nova Scotia, 
New Brunswick and Prince Edward Island, that 
part of the Province of Quebec lying east of the 
sixty-third meridian of west longitude, and that 
part of Nunavut lying east of the sixty-eighth me- 
ridian of west longitude, Atlantic standard time, 
being four hours behind Greenwich time, — 


(c) in relation to that part of the Province of Que- 
bec lying west of the sixty-third meridian of west 
longitude, that part of the Province of Ontario ly- 
ing between the sixty-eighth and the ninetieth 
meridians of west longitude, Southampton Island 
and the islands adjacent to Southampton Island, 
and that part of Nunavut lying between the sixty- 
eighth and the eighty-fifth meridians of west lon- 
gitude, eastern standard time, being five hours 
behind Greenwich time, 


(d) in relation to that part of the Province of On- 
tario lying west of the ninetieth meridian of west 
longitude, the Province of Manitoba, and that part 
of Nunavut, except Southampton Island and the 
islands adjacent to Southampton Island, lying be- 
tween the eighty-fifth and the one hundred and 
second meridians of west longitude, central stan- 
dard time, being six hours behind Greenwich 
time, 


(e) in relation to the Provinces of Saskatchewan 
and Alberta, the Northwest Territories and that 
part of Nunavut lying west of the one hundred 
and second meridian of west longitude, mountain 


standard time, being seven hours behind Green-— 


wich time, 


(f) in relation to the Province of British Colum- 
bia, Pacific standard time, being eight hours be- 
hind Greenwich time, and 


(g) in relation to the Yukon Territory, Yukon 
standard time, being nine hours behind Green- 
wich time; 


“statutory declaration” means a solemn declaration 
made pursuant to section 41 of the Canada Evidence 
Act; 


S. 35(2) 


“superior court” means 


(a) in the Province of Prince Edward Island or 
Newfoundland, the Supreme Court, ~ 


(a.1) in the Province of Ontario, the Court of Ap- 
peal for Ontario and the Ontario Court (General 
Division), ’ 

(b) in the Province of Quebec, the Court of Ap- 
peal and the Superior Court in and for the 
Province, 


(c) in the Province of New Brunswick, Manitoba, 
Saskatchewan or Alberta, the Court of Appeal for 
the Province and the Court of Queen’s Bench for 
the Province, ! 


(d) in the Provinces of Nova Scotia and British 
Columbia, the Court of Appeal and the Supreme 
Court of the Province, and 


(e) in the Yukon Territory, the Northwest Territo- 
ries or Nunavut, the Supreme Court thereof, 


and includes the Supreme Court of Canada and the 
Federal Court of Canada; 


“telecommunications” means the emission, trans- 
mission or reception of signs, signals, writing, 
images, sounds or intelligence of any nature by wire, 
cable, radio, optical or other electromagnetic system, 
or by any similar technical system; 


“territorial sea’’, 


(a) in relation to Canada, means the territorial sea 
of Canada as determined under the Oceans Act 
and includes the airspace above and the seabed 
and subsoil below that sea, and 


(b) in relation to any other state, means the terri- 
torial sea of the other state as determined in ac- 
cordance with international law and the domestic 
laws of that other state; 

History: “Territorial sea” added to subsec. 35(1) by 1996, c. 31, s. 


88, to come into force on a day to be fixed by order of the Governor 
in Council. 


“territory” means the Yukon Territory, the North- 
west Territories and, after section 3 of the Nunavut 
Act comes into force, Nunavut; 


“two justices” means two or more justices of the 
peace, assembled or acting together; 


“United Kingdom” means the United Kingdom of 
Great Britain and Northern Ireland;, 


“United States” means the United States of 
America; 


“writing”, or any term of like import, includes 
words printed, typewritten, painted, engraved, litho- 
graphed, photographed or represented or reproduced 
by any mode of representing or reproducing words in 
visible form. 


(2) Governor in Council may amend sched- 
ule — The Governor in Council may, by order, 
amend the schedule by adding thereto the name of 
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any country recognized by the order to be a member 
of the Commonwealth or deleting therefrom the 
name of any country recognized by the order to be 
no longer a member of the Commonwealth. 


36. Construction of “telegraph” — The expres- 
sion “telegraph” and its derivatives, in an enactment 
or in an Act of the legislature of any province en- 
acted before that province became part of Canada on 
any subject that is within the legislative powers of 
Parliament, are deemed not to include the word 
“telephone” or its derivatives: 


37. (1) Construction of “year” — The expression 
“year” means any period of twelve consecutive 
months, except that.a reference 


(a) to a “calendar year” means a period of twelve 
consecutive months commencing on January 1; 


(b).to a “financial year” or “fiscal year” means, in 
relation to money provided by Parliament, or the 
Consolidated Revenue Fund, or the accounts, 
taxes or finances of Canada, the period beginning 
on April 1 in one calendar year and ending on 
March 31 in the next calendar year; and 


(c) by number to a Dominical year means the pe- 
riod of twelve consecutive months commencing 
on January | of that Dominical year. 


(2) Governor in Council may define year — 
Where in an enactment relating to the affairs of Par- 
liament or the Government of Canada there is a ref- 
erence to a period of a year without anything in the 
context to indicate beyond doubt whether a financial 
or fiscal year, any period of twelve consecutive 
months or a period of twelve consecutive months 
commencing on January 1 is intended, the Governor 
in Council may prescribe which of those periods of 
twelve consecutive months shall constitute a year for 
the purposes of the enactment. 


38. Common names — The name commonly ap- 
plied to any country, place, body, corporation, soci- 
ety, officer, functionary, person, party or thing 
means the country, place, body, corporation, society, 
officer, functionary, person, party or thing to which 
the name is commonly applied, although the name is 
not the formal or extended designation thereof. 


39. (1) Affirmative and negative resolu- 
tions — In every Act 


(a) the expression “subject to affirmative resolu- 
tion of Parliament’, when used in relation to any 
regulation, means that the regulation shall be laid 
before Parliament within fifteen days after it is 
made or, if Parliament is not then sitting, on any 
of the first fifteen days next thereafter that Parlia- 
ment is sitting and shall not come into force un- 
less and until it is affirmed by a resolution of both 
Houses of Parliament introduced and passed in 
accordance with the rules of those Houses; 
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(b) the expression “subject to affirmative resolu- 
tion of the House of Commons”, when used in 
relation to any regulation, means that the regula- 
tion shall be laid before the House of Commons 
within fifteen days after it is made or, if the 
House is not then sitting, on any of the first fif- 
teen days next thereafter that the House is sitting 
and shall not come into force unless and until it is 
affirmed by a resolution of the House of Com- 
mons introduced and passed in accordance with 
the rules of that House; | 


(c) the expression “subject to negative resolution 
of Parliament’, when used in relation to any reg- 
ulation, means that the regulation shall be laid 
before Parliament within fifteen. days after it is 
made or, if Parliament is not then sitting, on any 
of the first fifteen days next thereafter that Parlia- 
ment is sitting and may be annulled by a resolu- 
tion of both Houses of Parliament introduced and 
passed in accordance with the rules of those 
Houses; and 


(d) the expression “subject to negative resolution 
of the House of Commons”, when used in rela- 
tion to any regulation, means that the regulation 
shall be laid before the House of Commons 
within fifteen days after it is made or, if the 
House is not then sitting, on any of the first fif- 
teen days next.thereafter that Parliament is sitting 
and may be annulled by a resolution of the House 
of Commons introduced and passed in accor- 
dance with the rules of that House. 


(2) Effect of negative resolution — Where a 
regulation is annulled by a resolution of Parliament 
or of the House of Commons, it is deemed to have 
been revoked on the day the resolution is passed and 
any law that was revoked or amended by the making 
of that regulation is deemed to be revived on the day 
the resolution is passed, but the validity of any action 
taken or not taken in compliance with a regulation so 
deemed to have been revoked shall not be affected 
by the resolution. 


References and Citations 


40. (1) Citation of enactment — In an enactment 
or document 


(a) an Act may be cited by reference to its chapter 
number in the Revised Statutes, by reference to 
its chapter number in the volume of Acts for the 
year or regnal year in which it was enacted or by 
reference to its long title or short title, with or 
without reference to its chapter number; and 


(b) a regulation may be cited by reference to its 
long title or short title, by reference to the Act 
under which it was made or by reference to the 
number or designation under which it was regis- 
tered by the Clerk of the Privy Council. 
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(2) Citation includes amendment — A citation 
of or reference to an enactment is deemed to be a 
citation of or reference to the enactment.as amended. 


41. (1) Reference to two or more parts, etc. — 
A reference in an enactment by number or letter to 
two. or more parts, divisions, sections, subsections, 
paragraphs, subparagraphs, clauses, subclauses, 
schedules, appendices or forms shall. be read as in- 
cluding the number or letter first:mentioned. and the 
number or letter last mentioned. 


(2) Reference in enactments to parts, etc. — 
A reference in an enactment to a part, division, sec- 
tion, schedule, appendix or form shall be read as a 
reference to a part, division, section, schedule, ap- 
pendix or form of the enactment in which the refer- 
ence Occurs. 


(3) Reference in enactment to subsections, 
etc. — A reference in an enactment to a subsection, 
paragraph, subparagraph, clause or subclause shall 
be read as a reference to a subsection, paragraph, 
subparagraph, clause or subclause of the section, 
subsection, paragraph, subparagraph or clause, as the 
case may be, in which the reference occurs. 


(4) Reference to regulations — A reference in 
an enactment to regulations shall be read as a refer- 
ence to regulations made under the enactment in 
which the reference occurs. 


(5) Reference to another enactment — A refer- 
ence in an enactment by number or letter to any sec- 
tion, subsection, paragraph, subparagraph, clause, 
subclause or other division or line of another enact- 
ment shall be read as a reference to the section, sub- 
section, paragraph, subparagraph, clause, subclause 
or Other division or line of such other enactment as 
printed by authority of law. 


Repeal and Amendment 


42. (1) Power of repeal or amendment re- 
served — Every Act shall be so construed as to re- 
serve to Parliament the power of repealing or amend- 
ing it, and of revoking, restricting or modifying any 
power, privilege or advantage thereby vested in or 
granted to any person. 


(2) Amendment or repeal at same session — 
An Act may be amended or repealed by an Act 
passed in the same session of Parliament. 


(3) Amendment part of enactment — An 
amending enactment, as far as consistent with the 
tenor thereof, shall be construed as part of the enact- 
ment that it amends. 


S. 44(e) 


43. Effect of repeal — Where an enactment is re- 
pealed in whole or in part, the repeal does not 


(a) revive any enactment or anything not in force 
or existing at the time when the repeal takes 
effect, ea 


(b) affect the previous operation of the enactment 
so ‘repealed’ or anything duly done’ or suffered 
thereunder, . 


(c) affect any right, privilege, obligation or liabil- 
ity acquired, accrued, accruing or incurred under 
the enactment so repealed, 


 (d) affect any offence committed against or con- 
travention of the provisions of the enactment so 
repealed, or any punishment, penalty or forfeiture 
incurred under the enactment so repealed, or 


(e). affect. any. investigation, legal proceeding or 
remedy in respect of any right, privilege, obliga- 
tion or liability referred to in paragraph (c) or in 
respect of any punishment, penalty or forfeiture 
referred to in paragraph (d), 


and an investigation, legal proceeding or remedy as 
described in paragraph (e) may be instituted, contin- 
ued or enforced, and the punishment, penalty or for- 
feiture may be imposed as if the enactment had not 
been so repealed. 


44. Repeal and substitution — Where an enact- 
ment, in this section called the “former enactment’, 
is repealed and another enactment, in this section 
called the “new enactment’;-is substituted therefor, 


(a) every person acting under the former enact- 
ment shall continue to act, as if appointed under 
the new enactment, until another is appointed in 
the stead of that person, 


(b) every bond and security given by a person ap- 
pointed under the former enactment remains in 
force, and all books, papers, forms and things 
made or: used under the former enactment shall 
continue to be used as before the repeal in so far 
as they are consistent with the new enactment; 


(c) every proceeding taken under the former en- 
actment shall be taken up and continued under 
and in conformity with the new enactment in so 
far as it may be done consistently with the new 
enactment; 


(d) the procedure established by the new enact- 
ment shall be followed as far as it can be adapted 
thereto 


(i) in the recovery or enforcement of fines, 
penalties and forfeitures imposed under the 
former enactment, 


(ii) in the enforcement of rights, existing or 
accruing under the former enactment, and 


(iii) in a proceeding in relation to matters that 
have happened before the repeal; 


(e) when any punishment, penalty or forfeiture iS 
reduced or mitigated by the new enactment, the 
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punishment, penalty or forfeiture if imposed or 
adjudged after the repeal shall be reduced or miti- 
gated accordingly; 


(f) except to the extent that the provisions of the 
new enactment are not in substance the same as 
those of the former enactment, the new enactment 
shall not be held to operate as new law, but shall 
be construed and have effect as a consolidation 
and as declaratory of the law as contained in the 
former enactment; 


(g) all regulations made under the repealed enact- 
ment remain in force and are deemed to have 
been made under the new enactment, in so far as 
they are not inconsistent with the new enactment, 
until they are repealed or others made in their 
stead; and 


(h) any reference in an unrepealed enactment to 
the former enactment shall, with respect to a sub- 
sequent transaction, matter or thing, be read and 
construed as a reference to the provisions of the 
new enactment relating to the same subject-mat- 
ter as the former enactment, but where there are 
no provisions in the new enactment relating to the 
same subject-matter, the former enactment shall 
be read as unrepealed in so far as is necessary to 
maintain or give effect to the unrepealed 
enactment. 


45. (1) Repeal does not imply enactment was 
in force — The repeal of an enactment in whole or 
in part shall not be deemed:to be or to involve a dec- 
laration that the enactment was previously in force or 
was considered by Parliament or other body or per- 
son by whom the enactment was enacted to have 
been previously in force. 


(2) Amendment does not imply change in 
law — The amendment of an enactment shall not be 
deemed to be or to involve a declaration that the law 
under that enactment was or was considered by Par- 
liament or other body or person by whom the enact- 
ment was enacted to have been different from the 
law as it is under the enactment as amended. 


(3) Repeal does not declare previous law — 
The repeal or amendment of an enactment in whole 
or in part shall not be deemed to be or to involve any 
declaration as to the previous state of the law. 


(4) Judicial construction not adopted — A re- 
enactment, revision, consolidation or amendment of 
an enactment shall not be deemed to be or to involve 
an adoption of the construction that has by judicial 
decision or otherwise been placed on the language 
used in the enactment or on similar language. 
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46. (1) Effect of demise — Where there is a de- 
mise of the Crown, 


(a) the demise does not affect the holding of any 
office under the Crown in right of Canada; and 


(b) it is not necessary by reason of such demise 
that the holder of any such office again be ap- 
pointed thereto or, having taken an oath of office 
or allegiance before the demise, again take that 
oath. 


(2) Continuation of proceedings — No writ, ac- 
tion or other process or proceeding, civil or criminal, 
in or issuing out of any court established by an Act 
is, by reason of a demise of the Crown, determined, 
abated, discontinued or affected, but every such writ, 
action, process or proceeding remains in full force 
and may be enforced, carried on or otherwise pro- 
ceeded with or completed as though there had been 
no such demise. | 


Schedule 


(section 35 “Commonwealth” ) 


Antigua and Barbuda 
Australia 

The Bahamas 
Bangladesh 
Barbados 

Belize 

Botswana 

Brunei Darussalam 
Canada 

Cyprus 

Dominica 

Fiji 

Gambia 

Ghana 

Grenada 

Guyana 

India 

Jamaica 

Kenya 

Kiribati 

Lesotho 

Malawi 

Malaysia 

Maldives 

Malta 

Mauritius 

Nauru 

New Zealand 
Nigeria 

Pakistan 

Papua New Guinea 
St. Christopher and Nevis 
St. Lucia 

St. Vincent and the Grenadines 
Seychelles 
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Sierra Leone 
Singapore 
Solomon Islands 
South Africa 

Sri Lanka 
Swaziland 
Tanzania 

Tonga 


Demise of Crown 
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Trinidad and Tobago 
Tuvalu 

Uganda 

United Kingdom 
Vanuata 

Western Samoa 
Zambia 

Zimbabwe 


Schedule 
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Note: References are to sections of the Income 


Regulations. “Reg. Sch, II;Cl.” are references to t. 


Tax Act. “Reg.” references are to the Income Tax 
he capital cost allowance Classes in Schedule II of the 


Income Tax Regulations, reproduced at the end of the Regulations. “ITAR” references are to the In- 
come Tax Application Rules, reproduced after the text of the Income Tax Act. 


A 
ABIL, see Allowable business investment loss 
ACB, see Adjusted cost base 


AMT (Alternative Minimum Tax), see 
Minimum tax 


APA, see Advance Pricing Agreement 

AVC, see Additional voluntary contribution 

(AVC) [to pension plan] 

Abatement of tax | 

* corporations, 124(1) 

¢ manufacturing and processing credit, ho. | 

e¢ small business deduction, 125 

¢ individuals, re provincial schooling 
allowance, 120(2), Reg. 6401 

Abeyance. letter, 225.1(5) 

Aboriginal peoples, see Indians 

Absconding taxpayer, 226 

Acceleration clause exercised by creditor, 

20(1)(n) 

Access road 

¢ access rights to, 13(7.5)(c) 

¢ forest, Reg. Sch. II:Cl. 10(p) 

oO hes claims, see also Accident insurance 

an 

: motor vehicle, payments exempt, 81(1)(q), 
Reg. 6501 

Accident insurance plan 


* . death coverage is not group life insurance, 
Reg. 2700(2) 

¢ employer’s contribution not a taxable benefit, 
6(1)(a)() | 

* payment to employee under, taxable, 6(1)(f); 
ITAR 19 

Accountant, see Professional practice 


Accounting 
e accrual method for profession, 34 
¢ branch 
ee insurer, by, 138(9) 
¢* 1975 election deficiency, defined, 
138(12)*1975 branch accounting election 
deficiency” 
* cash method for farmers, etc., 28(1)-(3) 
¢ consolidation method prohibited, 
61.3(1)(b)C(i), 248(24) 
* equity method prohibited, 61,3(1)(b)CG@), 
248(24) 


Accounts Abs 

* contingent, limitation on deductibility, 
18(1)(e) 5: , 

¢ factoring of, see Factoring of accounts 

* penalty for failure to keep, 238(1), 239(1)(b) 

* receivable, see Accounts receivable 

* separate, for tax deductions 

ee penalty for default, 238(1) — 

* tax, transfers of payments among, 211.2 

° to be kept, 230(1) 

Accounts receivable 

¢ bad, see Bad debt 

* ceasing to carry on business, on, 28(5) 

¢ doubtful, reserve for,’ 12(1)(d), 20(1)Q) 

* factoring of, see Factoring of accounts 

* sale Ole lz ' 

Accredited film or video production 

certificate, 125.5(1) 

Accredited production 

e defined, for film/video production services 
credit, 125.5(1), Reg. 9300 

Accrual method of reporting income 

¢ income not previously included, ITAR 17(5) 

¢ professional business from, 34 


Accrued interest, see Interest (monetary): 
accrued 


Accrued return (from specified debt 
obligation) 

e defined, Reg. 9102(1), (3) 

Accumulated income payment, see Registered 
education savings plan: Accumulated income 
payment 

Accumulated 1968 deficit 

¢ defined, 219(7) 

Accumulated PSPA 

¢ defined, Reg. 8303(1)(a), 8303(2) 
Accumulating fund : 

* computation of, Reg. 307 

e defined, Reg. 307 

Accumulating income (of trust) 

¢ defined, 108(1) 

¢ election re, see Preferred beneficiary: election 
Accumulation of property 

* by registered charity, 149.1(8), (9) 
Acquiror (re butterfly transactions) 

* defined, 55(1)“permitted exchange”’(b) 
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Acquisition costs 
¢ of insurance policy, defined, Reg. 1404(2) [to 
be repealed], 1408(1) 


Acquisition of control, see Control of 
corporation: change of 

Act, see also Legislation 

¢ defined, Interpretation Act s. 35(1) 


Actions, see also Offences 

¢ none for withholding taxes, 227(1) 

* recovery of tax by Crown, for, 222 

Active business, see also Small business 

deduction 

¢ defined, 95(1), 125(7)“active business” 
125(7)‘income of the corporation” 248(1), 
Reg. 5907(1) 

* income from 


e¢ defined, 95(1), 125(7)“income of the 
corporation for the year from an active 
business” 


ee foreign affiliates, 95(1), 95(2)(a) 


ee investment income from associated 
corporation, deemed to be, 129(6) 


* income incident or pertaining to, 
129(4)“income’’(b)(11) 

Active member 

¢ defined, Reg. 8500(1) 

Active partner, see Partner . 


Actor 

e deduction from employment income, 8(1)(q) 
Actuarial liability (of insurer, re unpaid 
claim) 


e deduction for unpaid claim, based on, Reg. 
1400(e), (e.1) 


¢ defined, Reg. 1404(2) 

Actuarial report, for registered pension plan, 
147.2(3), Reg. 8410 | 
Actuarial surplus 

¢ transfer of, 60(j.01), 147.3(4.1) 

Additional tax 

¢ clawback of OAS, 180.2 

¢ income not earned in a province, 120(1) 


** minimum tax and, 120(4)“tax otherwise 
payable under this Part” 


¢ non-Canadian corporations carrying on 
business in Canada, 219 


e¢ limitations on, 219.2 

¢ surtax, see Surtax 

Additional voluntary contribution (AVC) [to 
pension plan] 

¢ defined, 248(1) 

* past service, undeducted 

ee refund, 60.2(1) 

Adjusted business income 


¢ application in calculation of M&P credit, 
Reg. 5200, 5201 


¢ defined, Reg. 5202, 5203(1) 


Adjusted cost base, see also Property 
¢ bond or debt obligation, 53(1)(g), (g.1), 
53(2)(1), (1.1), (q) 
capital interest in trust, 94(5) 
computing 
amounts to be added, 53(1) 
amounts to be deducted, 53(2) 
reduction for assistance received, 53(2)(k) 
reduction on debt forgiveness, 53(2)(g.1), 
80(9)-(11) 
e debts 
*¢ owing by predecessor corporation, 87(6), 
(6.1), (7); ITAR 26(23) 
e defined, 54° 
* election to increase via capital gains 
exemption, 110.6(19) 
* excessive election for capital gains 
exemption, 53(2)(v) 
expropriation asset, 53(1)(k), 53(2)(n) 
farmland, 53(1)(i) 
flow-through entity, after 2004, 53(1)(p) 
identical properties, 47(1)(c), (d); ITAR 26(8) 
indexed debt obligation, 53(1)(g.1), 53(2)(1.1) 
land, 53(1)(h), (i) 
negative, deemed gain, 40(3), (3.1) 
offshore investment fund property, 53(1)(m) 
option, of, 53(2)(g.1) 
¢ reduction flowed through to share, 
partnership interest or trust interest, 
49(3.01) 
*° to acquire share of predecessor, reduction 
on amalgamation, 87(5.1) 
* partnership interest, 40(3.1), 53(1)(e), 
53(2)(c), (g.1); ITAR 26(9) 
* partnership property, right to receive, 
53(2)(0) 
° prey owned since before 1972, ITAR 
e shares, 53(1)(b), (c), (d), Ss 3) (heZ), Ge 
53(2)(a), (b), (e), (f.1), (g-1) 
ee right to acquire by deceased’s estate under 
employee stock option agreement, 53(2)(t) 


¢ substituted property, 53(1)( 

e surveying costs, 53(1)(n) 

* trust interest, 53(1)(d.1), (d.2), @), 53(2)(b.1), 
(g.1), (h), @, G), (q) 

¢ valuation costs, 53(1)(n) 

Adjusted cost basis, defined, 148(9) 


Adjusted equity, see also Equity 

¢ defined, 20.2(2) 

¢ limit on deductibility of interest relating to 
distributions, 20.2(1) 

Adjusted income 

¢ defined 

for Child Tax Benefit, 122.6 

for GST credit, 122.5(1) 

for old age security clawback, 180.2(1) 


for refundable medical expense credit, 
122.51¢1), 122.6 


e e e e 
e e e e 
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Adjusted principal amount, defined, 80.1(7) 


* property disposed of at other than arm’s 
length, ITAR 26(5) 


° Mae owned on Dec. 31/71, ITAR 26(3), 


Adjusted selling cost (re investment tax 
credits) 


¢ defined, 127(11.7) 

¢ effect on qualified expenditures, 
127(11.6)(d)(ii) 

Adjusted service cost (re investment tax 

credits) 

¢ defined, 127(11.7) 

¢ effect on qualified expenditures, 
127(11.6)(c) (i) 

Adjustment 


e at-risk, see At-risk adjustment (for tax 
shelter) 


* capital setoff, see Transfer pricing capital 
setoff adjustment 


* income setoff, see Transfer pricing income 
setoff adjustment 


¢ inflation, for, see Indexing (for inflation) 
* inventory, see Inventory: adjustment 

* unpaid claims reserve, 20(4.2) 
Adjustment time, defined, 14(5) 
Administration fee 

* paid to non-resident, 212(1)(a) 

ee defined, 212(4) 

Administration of Act, 220-244 


Administrator, see also Legal representative 


¢ deemed to be legal representative, 
248(1)“legal representative” 


e estate, see Executor 
¢ obligations of, 159 


* registered pension plan, see Registered 
pension plan: administrator 


* return required by, 150(3) 

Advance Pricing Agreement 

¢ transfer pricing, 247 

Adventure in the nature of trade 

° constitutes business, 248(1)“business” 

e* deemed carries on by corporation, 10(11) 


* inventory held in, no writedown until sale, 
10(1.01), (9), C19) 
* superficial loss not deductible, 18(14)-(16) 


Advertising 

* expenses, limitation on deductibility 

¢e foreign broadcasting media, 19.1 

¢« foreign (other than U.S.) periodicals, 19 

* materials 

¢« deemed to be inventory, 10(5) 

ee  yaluation of, 10(4) 

¢ show, ineligible for Canadian film/video 
credit, Reg. 1106(1)“excluded production’’(b) 

* show, ineligible for film/video production 
services credit, Reg. 9300(k) 


* signs and posters, capital cost allowance, 
Reg. Sch. ICl. 11 


Advisory committee, dues paid by employee, 

deduction, 8(1)(i)(vi) 

Advocate (in Quebec), see Lawyer 

Aeronautics Act, compensation under, 

exemption, 81(1)(d) 

Aeroplane, see Aircraft 

Affiliate, see also Affiliated person; Foreign 

affiliate; Subsidiary 

¢ defined, for foreign property rules, 206(1) 

Affiliated person 

* acquisition of capital property by, 40(3.3), 
4) 


* acquisition of depreciable property by, 
13(21.2) 
* acquisition of eligible capital property by, 
14(12) 

* acquisition of inventory by 

¢¢ previously held as adventure in nature of 
trade, 18(14)-(16) 

** previously held by financial institution, 
18(13), (15) 

¢ defined, 251.1 

African Development Bank 

¢ bonds of 

ee excluded from foreign property, 
206(1)“foreign property’ (g)(iv.2) 

Age 

° 65 and over, tax credit, 118(2) 

ee unused, transfer to spouse, 118.8 

“5409 

** conversion of RRSP to RRIF or annuity, 
146(2)(b.4), 146(13.2), (13.3) 


** conversion of pension rights to annuity 
contract, 147.4(4) 


¢* maturation of deferred profit sharing plan, 
147(2)(k), 147(10.6) 
¢ under 18, see Minor 
Agent 
¢ administering property, return by, 150(3) 
e insurance, reserves for, 32(1) 
¢ liability for non-resident tax, 215(2) 
* . paid by commission, deductions allowed, 
8(1)(f) 
** certificate of employer, 8(10) 
* receiving income on behalf of non-resident, 
DM Lek 3) 
Aggregate investment income 
¢ defined, 129(4) 
¢ refund to private corporation of 26 *3%, 
129(3)(a)()(A) 
Agreement 
* among associated/related corporations 
** to allocate base level deduction re soft 
costs on land, 18(2:3) 
e* to allocate capital deduction among 
financial institutions, 190.15(2) 


2707 


Index 


Agreement (cont'd) 

*¢ to allocate enhanced dddpita deduction 
among financial institutions, 190.17(2) 

¢* to allocate dividend allowance for Part 
VII. tax. 91. 5(3) 


¢¢ to allocate ITC expenditure limit, 127(20). 


ee to allocate reduction in ITC due to 
government assistance, 127(20) 

ee to allocate small business deduction, ° 
125(3) 

** to allocate UI employer premium tax 
credit, 126.1(9) 


e¢ to transfer SR&ED qualified SO litre 
pool, 127(13)-(17) 

* collection agreement with provinces, 228 

* competent authority, deemed valid, 115.1 

¢ for payment of unreasonably low rent 

ee effect on proceeds of disposition of 

property, 69(1.2) 

¢ for payment without withholding tax, void, 
227(12) 

* to issue shares to employee, 7 

¢ to transfer forgiven amount of debt to related 
person, 80.04 

Agreement for sale 

° bias in proceeds: of disposition, a 

Agricultural land, see Farm land 

Agricultural organization 

¢ exemption, 149(1)(e), 149(2) 

¢ information return, whether required, 149 

Air Canada, subject to tax, 27(2), Reg. 7100 

Air purifier 

¢ medical expense credit for, Reg. 5700(c:1) 

Air traffic control operations, see Navy Canada 


Aircraft 
e available-for-use rule, 13(27)(h) 


¢ broadcasting from, 19.1(4)“foreign 
broadcasting undertaking” 

¢ capital cost allowance, Reg. Sch. II:Cl. 
9(g)-Gi), Sch. I:Cl. 16(a)—-(c) 

* capital tax exemption, Canada—U.S. Tax 
Convention Art. XXIII:3 

* component manufacturer 

** exception to thin capitalization rules, 18(8) 

¢ employment, used in 

e* costs, 8(1)G), 8(9) 

¢ employment by U.S. resident on, 
Canada—U.S. Tax Convention Art. XV:3 

¢ food consumed or entertainment enjoyed on, 
67.1(4)(a) 

¢ fuel tax rebate, see Fuel tax rebate 

¢ GST input tax credit in respect of, 248(17) 

e hangar, capital cost allowance, Reg. Sch. 
II:Cl. 6(h) 

¢ international traffic, used in 


e¢ deduction from taxable capital for large 
corporations tax, 181.4(d)() 
*¢ income of non-resident exempt, 81(1)(c) 


¢ lease payments, non-resident withholding tax 
exemption, 212(1)(d)(xi) 

¢ manufacturer or developer of 

*¢ exception to thin capitalization rules, 18(8) 

* non-resident’s income from, exempt, 81(1)(c) 


* runway, capital cost allowance; Reg. Sch. 
IkClal(g). seh. WC) ic) 


e* for mine, Reg. Sch. I:Cl. 10d)Gi) 

¢ used in international traffic, see International 
traffic 

Airline corporations 

¢ aviation fuel tax rebate, see Fuel tax rebate 

° pripis income earned in a province, Reg. 


Airport, for mine, capital cost allowance, eee 

Sch. II:Cl. 10€)() 

Alarm 

¢ for infant prone to sudden infant death 
syndrome, medical expense, Reg. 5700(r) 

Alberta, see also Province 

¢ northern, see Northern Canada 

* tax rates, see introductory pages 

Alimony, see Support payments (spousal or 

child) 

All or substantially all 

¢ not defined (Revenue Canada treats it as 
meaning “90% or more”) — 

Allied war veterans 

¢ death or disability pension exempt, 81(1)(e) 

Allocable amount (for preferred beneficiary | 

election) 

e defined, 104(15) 

* election to include in beneficiary’s income, 
104(14) 

Allocation, see also Apportionment 


¢ borrowing, in proportion to, see also 
Borrowing 


¢ by Minister, where associated corporations do 
not file agreement 


ee base level deduction, for soft costs on 
land, 18(2.4) 


ee* dividend allowance, for Part VI.1 tax, 
jG RS de) 


¢¢ expenditure limit, for investment tax 
credit, 127(10.4) 


ee UI premium tax credit, 126.1(10) 

¢ coal mine depletion allowance, 65(3) 

* consideration, where combined transfer of 
property, 13(33), 68 

¢ foreign tax credit, by trust.to beneficiary, 
104(22)—(22.4) 

¢ income of trust, to beneficiaries 

e¢ capital gains, 104(21)-(21.2) 

e« dividends, 104(19), (20) 

ee preferred beneficiary election, 104(13) 

¢ liability for debt obligation, 80(2)(0) 

* patronage, in proportion to, see also 
Patronage 
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Allocation (cont’d) 
* proceeds 


between land and building, 13(21.1), 

70(5)(d) 

between property and services, 68 

Allocation method 

¢ deductibility of interest relating to 
distributions, 20.1(3) 

Allowable business investment loss, 

Business investment loss 


* capital gains exemption, interaction with, 
39(9), 110.6(1)“annual gains limit’”’B(b), 
110.6(1)“cumulative gains limit’(b) 


° Se 111(1)(a), 111(8)“non- -capital 
Oss 


reduction on debt forgiveness, 80(4)(a) 
¢ deduction, 3(d) 

e defined, 38(c) 

¢ partnership, of, 96(1.7) 
Allowable capital loss, see Capital loss 
Allowable refund (of non-resident-owned 
investment corporation) 

* application of, to corporation’s tax liability, 
133(7) 

defined, 133(8) 

e interest on, 133(7.01), (7.02) . 

* payment of, to corporation, 133(6) 
Allowable refundable tax on hand (non- 
resident-owned investment corporation) 

e defined, 133(9) 

Allowance 

* capital cost, see Capital cost allowance 

¢ clergyman’s, not taxable, 6(1)(b)(vi) 

¢ defined 


see also 


Capital cost allowance 

for alimony, maintenance, child support, 
56(12) 

for employee benefits, reasonable, 
6(1)(b)(x), (xi) 
retiring, 248(1), 
allowance 


¢ depletion, see Depletion allowances 


¢ depreciable property, see Capital cost 
allowance 


¢ disabled employee: transportation and 
attendant, 6(16) 


¢ employee, 6(1)(b) 

child’s schooling, 6(1)(b)(ix) 

* exempt, 81(1)(d) 

* family, see Child Tax Benefit 

* inventory, repealed [was 20(1)(gg)] 


* investment in property in Canada, 219(1)@), 
Reg. 808 


* Member of Legislative Assembly, 81(2) 
* members of Canadian Forces, 6(1)(b)(i1) 
mines, Reg. Part XII 


see also Retiring 


capital cost, 20(1)(a), Reg. 1100, see also 


motor vehicle, employee’s, 6(1)(b)(vii.1) 
ean deemed not reasonable, 6(1)(b)(x), 
xi 
municipal officer’s, 81(3) 
not income, 6(1)(b)(@i)—(Gx) 
oil or gas wells, Reg. Part XII 
parking, for disabled employee, not income, 
6(16) 
received, as income, 6(1)(b)’ 
representation, not income, 6(1)(b) (iii), Gv) 
resource, 20(1)(v.1) . 
resource and processing, Reg. Part XII 
retiring, see Retiring allowance 
support payments, defined with respect to, 
56(12) 
training 
withholding of tax, etek 
transportation 
disabled employee, 6(16) 
remote work site, 6(6)(b) 
travelling, not income, 6(1)(b)(i), (ii), 
(v)-(vil) 
volunteer firefighter’s, not income, 
6(1)(b)(vili) 


Alterations to driveway 
* medical expense credit, 118.2(2)(1.6) 


Alternative Minimum Tax, see Minimum tax 
Amalgamation, 87 


e 
e 
e 


accrual rules, 87(2)(j.4) 
affiliated corporations, 251.1(2) 
balance-due day, 87(2)(00.1) 
balance of tax for year, when due, 87(2)(00), 
157(1)(6)@) 
Canadian film/video tax credit, 87(2)(G.94) 
capital dividend account, 87(2)(z.1) 
capital dividends, 87(2)(x)(i1) 
capital property, 53(6), 87(2)(e) 
carryback of losses, 87(2.11) 
charitable gifts, 87(2)(v) 
computation of income, 87(2)(c) 
continuation of predecessors, 87(2)(g.1), 
(j.6)-G.93), (aq) 

butterfly reorganizations, 55(3.2)(b) 
contributed surplus, 87(2)(y) 
corporation beneficiary under life insurance 
policy, 89(2) 
corporations deemed related, 251(34), (3.2) 
cross-border, 128.2 
cumulative eligible capital, 87(2)(f) 
cumulative offset account, computation, 
87(2)(pp) 
debt obligation acquired, 87(2)(e.2) 
debts 


between two predecessor corporations, 
80.01(3) 


owing by predecessor corporation, 87(6), 
(7); ITAR 26(23) 
owing to predecessor corporation, 87(2)(h) 


* deemed proceeds of disposition, 69(13) 
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Amalgamation (cont’d) 


defined, 87(1) 

depreciable property, 87(2)(d), (d.1) 
eligible capital amount, 87(2)(f) 
eligible capital expenditure, 87(2)(f) 
eligible capital property, 87(2)(f) 
employee benefit plans, 87(2)(j.3) 
employee stock options, 7(1.4), (1.5) 
employment tax credit, 87(2)(qq) 
exchanged shares, 87(4.1), (4.2). 
farm losses, 87(2.1) 

film/video production services credit, 
87(2)(.94) 

flow-through entity, 87(2)(bb. 1) 
flow-through shares, 87(4.4) 


renunciation of CDE as CEE, ‘calculation 
of taxable capital limit, 66(12.6013) 
following debt forgiveness, deemed capital 
gain, 80.03(3)(a)(i1) 
foreign affiliates, 87(8), (8.1) ; 
foreign affiliate, shares of, 87(2)(u) 


foreign corporation with Canadian. resident 
corporation, 128.2 


foreign tax carryover, 87(2)(z) 
insurance corporation, 87(2.2) 
inventory, 87(2)(b) 
adjustment, 87(2)q.1) 
investment tax credit, 87(2)(00), (00.1), (qq) 
mire | venture capital corporation, 


lease, cancellation of, 87(2)(j:5) 


leasing properties, 16.1(4) 


liability for Part VI.1 tax transferred, | 
87(2)(Ss) 


¢ life insurance capital dividends, 87(2)(x)(ii) 

e limited partnership losses, 87(2.1) 

¢ losses 

ee carryback, 87(2.11) 

ee  carryforward, 87(2.1) 

¢ mark-to-market property, 87(2)(e.4) 

¢ mutual fund corporations, 87(2)(bb) 

¢ net capital losses, 87(2.1) 

* new corporation 

*¢ . deemed continuation of ier pease 
87(1.2), (2)G.6)-G.9), (1) 

eee accrual rules, 87(2)(j.4) 

eee bank reserves, 87(2)(g.1) 

eee cancellation of lease, 87(2)(G.5) 

eee charitable gifts, 87(2)(v) 

eee deduction for Part I.3 tax, 87(2)(Gj.9) 

eee deduction of Part VI tax, 87(2)(G.9) 

eee employee benefit plans, 87(2)(G.3) 

eee inclusion of deferred amounts for 

livestock, 87(2)(tt) 
eee insurance corporations, 87(2.2) 
eee Part III, 87(2)(z.2) 


partnership interest, 87(2)(e.1) 
prepaid expenses, 87(2)G.2) 


Index 
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registered plans, 87(2)(q) 
whether Canadian corporation, 
89(1)“Canadian corporation” 


new corporation deemed related to 
predecessis 251(3.1), (3:2) 
non-arm’s length transactions, 251(3.1) 
non-capital losses, 87(2.1) 
non-qualifying security, gift of, 87(2)(m. 1) 
non-resident-owned investment corporation, 
87(2)(cc)” 
not acquisition of control, 88(4) 
obligations, see debts (above) 
options 

expired, 87(2)(0) 

received on, ITAR 26(22) 

to acquire shares of predecessor 

corporation, 87(5), (5.1) 
paid-up capital, computation of, 87(3), (3.1) 
partnership interest acquired, 87(2)(e.1) 
pre-1972 capital surplus on hand, 87(2)(t) 
predecessor corporation 

continued, 87(2)(jj)—d) 

defined, 87(1) 
preferred shares, 87(4.1), (4.2) 
prepaid expenses, 87(2)(j.2) 
proceeds of disposition not due until later 
year, 87(2)(m) 
property lost, destroyed or taken, 87(2)(1.3) 
public: corporation, 87(2)(i1), 87(2)Q)—() 
qualifying environmental trust, interest in,’ 
87(2)G.93) 
refundable dividend tax on hand, 87(2)(aa) 
refundable investment tax credit, 87(2)(o0.1) 
refundable Part VII tax on hand, 87(2)(nn) 
reserves, carryover to new corporation, 
87(2)(g) 
residence of predecessor corporations, 
deemed, 128.2 


resource and processing allowances, Reg. 
1214 


resource expenses, 66.7(6) 
resource property disposition, consideration 
for, 87(2)(p) :. 
restricted farm loss, 87(2.1) 
rights, exchange of, 87(4.3) 
rules applicable, 87(2) 
scientific research expenditures, 87(2)(1)—-(1.2) 
security acquired, 87(2)(e.2) 
settlement of debts between predecessors, 
80.01(3) 
shares 
deemed received, 87(1.1) 
exchange of, 87(4.1), (4.2) 
issued by parent, 87(9) 
predecessor corporations, of, 87(4) 
received on, ITAR 26(21), 65(5) 
short-form, 87(1.1), (2.11) 
special reserve, 87(2)(i), (j) 
specified debt obligation, 87(2)(e.3) 
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Amalgamation (cont’d) 

* specified property, effect on adjusted cost 
base, 53(6) 

¢ subsidiary wholly-owned corporation, 87(1.4) 

¢ tax-deferred preferred shares previously 
issued, 83(7) . 

¢ taxable dividends, 87(2)(x) 

* taxable preferred shares, tax on, 87(2)(1r) 

* taxation year, 87(2)(a) 

* transitional provisions, ITAR 34 

* triangular, 87(9) 

¢ UI premium tax credit, 87(2)(mm) 

* vertical 

ee — carryback of losses, 87(2.11) 


** deemed cost of capital properties, 
87(11)(b) 


ee deemed proceeds from subsidiary’s, shares, 


87(11)(a) 
* warranty outlays, 87(2)(n) 
Amateur athlete trust, see also Athlete 
¢ beneficiary, defined, 143.1(1)(e) 
e death of beneficiary, 143.1(4) 
e defined, 143.1(1), 248(1) 
¢ distributions by 
ee deemed 
ti 8 years after last international 
competition, 143.1(3) 
eee on death, 143.1(4) 
ee included in income, 12(1)(z), 143.1(2) 
ee non-resident beneficiary, to 
> Ee tax on trust, 210.2(1.1) 
eee withholding tax, 212(1)(u), 214(3)(k) 
e excluded from various trust rules, 
108(1)“trust’’(a) 
* no tax payable by, 143.1(1)(f), 149(1)(v) 
* termination of, 143.1(3) 
° trustee, defined, 143.101) 
Amateur athletic association 
* registered Canadian, see Registered Canadian 
amateur athletic association 
Ambassador, see Diplomat 


Ambulance 


e excluded from “automobile”, 
248(1)‘‘automobile’’(b) 


* medical expense credit, 118.2(2)(f) 

Amended Act 

¢ defined, ITAR 8“amended Act” 

Amendment 

¢ citation of, Interpretation Act s. 40(2) 

¢ regulations, Interpretation Act s. 31(4) 

e when in force 

** proclamation, /nterpretation Act s. 18 

** Royal Assent, /nterpretation Act s. 6(3) 

¢ within power of Parliament, /nterpretation 
Act s. 42 

Amendments to elections, 220(3.2) 

American law, see United States 


Ammonite gemstone 

e treated as mineral, 248(1)“mineral”, “mineral 
resource’ (d)(ii) 

Amortization 

¢ depreciable property, see Capital cost 
allowance 

* expenditures, see Matchable expenditure 

Amortization date (for specified debt 

obligation), Reg. 9200(2) 

Amortized cost 

e defined, 248(1) 

¢ variation in, for certain insurers, 138(13) 

Amount 

¢ defined, 248(1) 

¢ list of, see Dollar amounts in legislation and 
regulations 

° negative, deemed nil, 257 

Amounts receivable 

* deceased taxpayer, by, 70(2), (3) 

Amusement parks 

* capital cost allowance, Reg. Sch. I:Cl. 37 

¢ defined, Reg. 1104(12) 

Ancillary tuition fees, credit, 118.5(3) 


Animal 

¢ breeding, defined, 80.3(1) 

¢ inventory valuation, 28(1.2), Reg. 1802 

* specified, defined, 28(1.2) 

* trained to assist disabled person, medical 
expense credit, 118.2(2)(1) 

Anniversary day 

¢ investment contract, of, defined, 
12(11)anniversary day” 

Annual dues 

* professional membership, deduction, 8(1)(@)() 

e trade union, etc., deductible, 8(1)(i)(iv)—(v1) 

“Annual gains limit” defined, 110.6(1) 

Annual investment tax credit limit, defined, 

127(9) 

Annual reporting of interest, see Interest 

(monetary): accrued 

Annuitant 

° defined 

ee for RRIF, 146.3(1) 

e+ for RRSP, 146(1), Reg. 214(7) 

** for registered labour-sponsored venture 

capital corporations, defined, 204.8 

Annuity, Reg. Part III, see also Annuity 

contract 

* accrual to date of death, 70(1)(a) 

* capital element deductible, 60(a), Reg. 300 

¢ contract, see Annuity contract 

¢ deferred, out of pension plan, 254 

¢ defined, 248(1); Canada—U.S. Tax 
Convention Art. XVIII:4; Income Tax 
Conventions Interpretation Act s. 5 


¢ definitions, Reg. 310 
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Annuity (cont’d) 
¢ disposition of 
information return, Reg. 208 
taxable, 56(1)(d.2) 
disposition of interest in 
information return, Reg. 217 
¢ enlargement of, 58(7) 
* government, deductible portion of, te Neko 
husband and wife, 58(5) 
¢ life insurance proceeds, as, 148(6), (10) 


¢ locked-in, held by RRIF, 146. sa aetecnt 
investment”(b. 2) 


money borrowed to btly 

¢ limitation on deductibility, 18(11)(d) 
payments 

* capital element of, Reg. 300 | 

¢ information returns, Reg. 208 

° life annuity contracts, Reg. 301 


non-residents, to, 212(1)(o0) 
taxable, 56(1)(d) 
pension excluded from, 58(6) * 
prescribed, see Prescribed annuity contract 
qualified, defined, Reg. 1404(2) 
RRSP premium refund transferred to, 60(1) ~ 
receipt of, income, 56(1)(d), (d.2) 
valuation of, Reg. 4200 
withholding tax, 153(1)(f), 212(1)(0) 
Annuity contract, see also Life insurance 
policy 
* accrued interest on, taxable, 12.2 
* cancellation or termination of, Reg. 303 
* capital/income elements, 16(4) 
* constitutes life insurance policy, 138(12) ‘life 
insurance policy” 
e deduction, 20(19) 
¢ disposition of 
deduction, 20(20) 


* income-averaging, see Income-averaging 
annuity contract 


interest on money borrowed to buy 
* amount deductible, 20(1)(c)(iv) 
prescribed, Reg. 304 
RRIF investment eligibility, 
146.3(1)“qualified investment’(b.1), (b.2) 
¢ RRSP investment eligibility, 146(1)“qualified 
investment’’(c)—(c.2) 
¢ registered pension plan, 147.4 
e unallocated income accrued before 1982, 
Reg. 305 
Anti-avoidance rules, see also Artificial 
transactions; Tax avoidance 
* abuse of the Act, 245(4) 
* acquisition of option rather than shares to 
avoid various rules, 256(8) 
* acquisition of property to defer deemed 
disposition by trust, 104(5.7)(c) 
* associated corporations, 256(2.1) 
° o ao amount of limited partner, 96(2. 6), 
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attribution rules, see Attribution rules 
avoidance transaction, defined, 245(3) 
capital dividend, share acquired to receive, 
83(2.1) 
capital gains exemption 


allocated through partnership or trust, 
110.6(1 1) 
butterfly, on, 110:6(7)(a) 
failure to declare exempt gain, 110.6(6) 
gain of corporation converted to gain of 
individual, 110.6(7)(b) 
sale of shares of corporation, 
84.1(2)(a.1) Gi), 84.1(2.1)(b) 
capital gains stripping, 55(2), 110.6(7)(a) 
corporations becoming related to transfer 
forgiven amount of debt, 80.04(8) 
cross-border purchase butterfly, 55(3.1) 
debt forgiveness reserve, 61.3(3), 160.4 


determination by Minister of tax 
consequences, 152(1.11), (1.12) 


binding effect, 152(1.3) 
dividend stripping, see Surplus stripping 


dividends deemed not to be taxable 
dividends, 129(1.2) 


exempt beneficiary, creation of interest in 
trust to defer deemed disposition, 104(5.5)(b) 


foreign affiliate rules, 95(6) 


general rule, 245(2), see also General anti- 
avoidance rule 
gross revenue increases for transfer pricing. 
rules, 247(9) 
investment tax credit 

qualified expenditures, 127(24) 

transfer of SR&ED pool, 127(16) 
loan not at arm’s length, 56(4.1)-(4.3) 


loss carryover rules, on change of corporate 
control, 111(5.5) 


losses imported by panes ly by acquiring 
Canadian partner, 96(8), (9) 

misuse of the Act, 245(4) 

newspaper or periodical; control by non- 
resident, 19(8) 

partnership acquiring capital properties to — 
avoid debt forgiveness rules, 80(18) 


partnership capital contribution where other 
partner withdraws funds, 40(3.13) 
partnership with non-resident partners 
importing losses, 96(8), (9) 

payment of capital dividend through trust to 
non-resident, 212(1)(c)(@) 

pension adjustment, artificial reduction of, 
Reg. 8503(14) 

pension, past service employer contributions 
in lieu of salary, Reg. 8503(15) 


purchase butterfly, 55(1), (3.1), (3.2) 


registered education savings plan, 
replacement of beneficiary, 204.9(4) 


reserve for 1995 stub period income, 34.2(7) 
residence of corporation, 250(5) 

sale of shares by non-resident, 212.1 

sale of shares for dividend stripping, 84.1 © 
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Anti-avoidance rules (cont’d) 
¢ share acquired to obtain dividend refund, 
129(1.2) 


* specified member of partnership, 40(3.131), 
17522) 


* specified person to benefit from subsequent 
disposition of property, 69(1 1) 
e* application on winding-up, 88(1) 
** incorporation during series of transactions, 
69(14) 
* surplus stripping, see Surplus stripping 


* transfer of insurance business by non-resident 
insurer, 138(11.7) 


¢ transfer of property between trusts to delay 
deemed disposition rules, 104(5.8) 


¢ transfer of property by tax debtor, 160 


¢ transfer of property with pregnant loss, 
13(21.2), 40(3.3), (3.4) 


* transfer pricing, 247 


* treaty shopping, Canada-U.S. Tax 
Convention Art. XXIX A 


* trust, excessive capital interest, 104(7.1), 
(7.2) 

* trust with accrued loss, acquisition of interest 
in, 107(6) 

* unreasonable consideration, 247 

Antoine Guertin Ltée case overruled, 20(1)(e.2) 


Appeal 

¢ books and records, 230(6) 

¢ disposal of 

ee Minister’s duty after, 164(4.1) 

** reassessment, on consent, 169(3) 

¢e Tax Court, by, 171 

* expense of making, deduction, 60(0) 

* extension of time for making, 167 

* Federal Court of Appeal, to, 172(3), 180 

documents to be transferred, 176 

¢ frivolous, 10% penalty, 179.1 

¢ general procedure, 175 

¢ grounds for, whether raised in Notice of 
Objection, 169(2.1) 

* in camera proceedings in Federal Court, 179 

¢ informal procedure, 170 

* large corporation by, only on grounds raised 
in objection, 169(2.1) 

¢ legal costs of, 152(1.2) 

¢ limitation on grounds for filing, 169(2), (2.1) 

* notice of, Tax Court to Deputy Minister, 
170(1) 

¢ Part IV.1 tax, 187.6 

¢ Part VI.1 tax, 191.4(2) 

¢ Part XII.2 tax, 210.2(7) 

e Part XII.3 tax, 211.5 

¢ Part XII.4 tax, 211.6(5) 

* repayment on, 164(1.1) 

* restriction on collection action while 
underway, 225.1 

¢ stay of, during action, 239(4) 

© Tax Court decisions, from, 174(4.1) 


e Tax Court of Canada, to, 169, 170, 174 
* time not counted, 173(2), 174(5) 
* transitional provisions, ITAR 62(4)—(6) 
* where no reasonable grounds for, 179.1 
¢ where right to appeal waived, 169(2.2) 
Applicable fraction (for debt forgiveness 
rules) 
* application of to capital losses, 80(4) 
e defined, 80(2)(d) 
Apportionment, see also Allocation 
¢ bond interest to date of sale, 20(14) 
e income accrued to date of death, 70(1)(a) 
* proceeds of disposition, between property and 
services, 68 
* taxable and exempt income, between, 149(6) 
Appropriate minister 
e defined, 13(21) 
Appropriate percentage 
¢ defined, 248(1) 
Appropriation Act 
¢ interest paid under 
ee deduction for, 20(1)(c)(iii) 
Appropriation of amounts 
to transfer balance between tax accounts, 


Appropriation of property 

¢ by shareholder, generally, 15(1), 69(4) 

¢ legal representative, by, 159(3.1) 

* on winding-up of corporation, 69(5), 84(2) 

Approved pension plan 

* included in reference to “registered” plan, 
ITAR 17(8) 

Approved project, defined, 127(9) 

Approved project property 

* ascertainment of, 127(10)(c) 

e defined, 127(9) [repealed] 

* prescribed, Reg. 4604 

* prescribed activities, Reg. 4605 

Approved share 

¢ clawback on disposition, 211.8(1) 

¢ defined, 127.4(1), 211.7 

Arbitration of disputes, Canada—U.S. Tax 

Convention Art. XXVI:6 

Area Development Incentives Act 

¢ development grant under 


¢* capital cost allowance for property 
receiving, Reg. Sch. II:Cl. 20, Sch. I:Cl. 
21 


Armed forces, see Canadian Forces 

Arm’s length 

¢ dividend dealings, 55(4), (5)(e) 

* interest paid to non-residents in foreign 
currency, 212(1)(b)(i11) 

* meaning of, 251(1) 

°° for CCA purposes, Reg. 1102(20) 
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Arm’s length (cont’d) 
ee for currency dealings with foreign 
affiliate, 95(2.1) 


¢¢ for debt forgiveness: rules, 80(2)(Q) 
ee for divisive reorganizations, 55(4), (5)(e) 


¢* for non-arm’s length sale.of shares, ; 
84.1(2)(b), (d), 212.1(3)(c) 


*«¢ for resource expenses renounced. to 
partnership on flow-through shares, 66(17) 


ee for tax shelter investment where 
information outside Canada, 143.2(14) 


¢¢ for windup of subsidiary, 88(1)(d.2) 

* not deemed to confer benefit, 246(2) 

* transfer price, see Arm’s length transfer price 

Arm’s length allocation 

° defined, 247(1) 

Arm’s length transfer price, see also Transfer 

pricing 

e defined, 247(1) 

¢ required for transactions with related non- 
residents, 247(2) REDE SAE SALA 


Arrival in Canada, see Becoming resident in 
Canada r | 

Art, see also Cultural property; Listed personal 
property - 

* whether CCA allowed, Reg. 1102(1)(e) 
Artificial eye, medical expense, 118.2(2)(i)- 
Artificial kidney machine, medical expense, 
118.2(2)@) 

Artificial limb 

* costs, as medical expenses, 118.2(2)(i) 
Artificial transactions, see Anti-avoidance rules 


Artist ose 

* artistic endeavour, 10(6)-(8) 

¢ expenses, deduction from employment. 
income, 8(1)(q) 


e gift of cultural property created by, 
118.1(7.1) 


° gift of work of art created by, 118.1(7) 


* organization for, see Registered national arts 
service organization 


* project grant, included in income, 56(1)(n) 


¢ U.S. resident, Canada—U.S. Tax Convention 
Art. XVI 


¢ valuation of inventory, 10(6)—(8) 
Artistic endeavour 

° defined, 10(8) 

¢ value of inventory, 10(6), (7) 


Arts service organization, see Registered 
national arts service organization 


“As registered” (pension plan), meaning, 
147.1(15) 

Assessable dividend (for Part IV tax) 

¢ defined, 186(3) 

¢ tax on, 186(1)(a) 


Assessment, see also Determination; 
Reassessment 


* amounts received under RCA trust, re, 
—160.3(2) 

appeal from, see Appeal 

arbitrary, 152(7) 

* consequential, of other taxation year, 152(4.3) 
e date of mailing, 244(14) 

e date of making, 244(15) 

¢ derivative, 160 

¢ determination binding, 152(1.3)-(3) 

¢ excess refund, 160.1(3) 

¢ failure to withhold tax, 227(10)—(10.8) 

e farmers and fishermen averaging, 119(3) 

¢ includes reassessment, 248(1) 

* incorrect or incomplete, 152(3), (8) 

* irregularities in, not invalidating, 152(3), (8), 


* issue in respect of, reference to Tax Court, 
Lis 


¢ jeopardy, 225.2 

¢ losses, of, see Determination 

¢ Minister, by, 152(1) 

¢ net worth, 152(7) 

¢ notice of, 152(2) 

ee date of, 244(14), (15) 

¢ objection to, see Objection 

e Part IV.1 tax, 187.6 

e Part VI.1 tax, 191.4(2) 

¢ Part XII.2 tax, 210.2(7) 

¢ Part XII.3 tax, 211.5 

e¢ Part XII.4 tax, 211.6(5) 

¢ Part XII.5 tax, 227(10.01), 227(10.1)(c) 
e Part XII.6 tax, 211.91(3) 

¢ transitional provision, ITAR 62(1) 

¢ valid and binding despite defects, 152(8) 


Asset 

* computation of, for debt forgiveness reserve, 
61.3(1)(b) BG) 

¢ lending 

ee defined, 248(1) 

¢¢ of insurer/moneylender 

o19.¢ limitation on deduction re, where 

reduced in value, 18(1)(s) 
Assignee, see also Legal representative 


¢ deemed to be legal representative, 
248(1)“legal representative” 


¢ obligations of, 159 

¢ return required by, 150(3) 

¢ withholding tax, liability for, 227(5), (5.1)(g) 
Assignment 

¢ rights to income, 56(4) 

¢ tax refund, permitted, 220(6) 
Assistance/government assistance 


¢ Canadian development expense, in respect of, 
66.2(5)““Canadian development expense” 
66.2(5)“cumulative Canadian development 
expense’”D, M 
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Assistance/government assistance (cont'd) 

¢ Canadian exploration expense, in respect of, 
66.1(6)“Canadian exploration expense” 
66.1(6)“cumulative Canadian exploration 
expense’ E, J 

¢ Canadian film/video tax credit 


*¢ constitutes assistance for all purposes, 

125.4(5) 

defined, 125.4(1) 

¢ Canadian oil and gas property expense, in 
respect of, 66.4(5)“Canadian oil and gas 
property expense” 66.4(5)“cumulative 
Canadian oil and gas property expense’’D, | 


¢ defined 


¢¢ for film/video production services tax 
credit, 125,01) 


ee for investment tax credit, 
127(9)“government assistance” 


¢e for resource exploration and development 
rules, 66(15)‘‘assistance” — 
ee includes GST input tax credits, 
248(16)-(18) 
¢ eligible capital expenditure, in respect of, 
14(10), (1) | 
¢ expired, treated as repaid, 127(10.8) 


¢ exploration and development grant, 
deductible, 20(1 )(kk) 


¢ film/video production services tax credit 
*¢ constitutes assistance for all purposes, 
125.5(5) 
ee defined, 125.5(1) 
¢ GST input tax credit or rebate deemed to be, 
248(16) 
¢ GST input tax credit repaid deemed to be 
reduction in, 248(18) 
* government, defined, 127(9) 
e included in income, 12(1)(x) 
* increases adjusted cost base of partnership 
interest, 53(1)(e)(ix) 
¢ investment tax credit reduction, 127(18)—(21) 
* non-government, defined, 127(9) 
* prescribed benefit under government. program 
** overpayment repaid, deductible, 60(n)(i1.1) 
taxable, 56(1)(a)(vi), Reg. 5502 
* qualified expenditures, effect on, 
127(18)-(21) 
* reduces adjusted base of partnership interest, 
53(2)(c)(X) 
¢ reduces adjusted cost base of property, 
13(7.1), 127(11.1)(6) 
¢ reduces claim for scientific research, 37(1)(d) 
* reduces R&D expenditures, 127(11.1)(f) 
[repealed], 127(18) 
* repayment of 
** creates capital loss, 39(13) 
ee deduction for, 20(1)(hh) 
** excluded from reduction in cost base, 
53(2)(k), 53(2)(s) 
* + includes repaid GST input tax credit, 
248(18) 


°° increases investment tax credit, 
127(9)“investment tax credit’’(e.1), 
127(10.7): 

* «reduces adjusted cost base of partnership 
interest, 53(1)(e)(Gx)(B) 

¢ resource-related 


*¢ allocated to member of partnership, 
66.1(7), 66.2(6), (7), 66.4(6), (7) 


** increases adjusted cost base of partnership 
interest, 53(1)(e)(ix). 
Assistant’s salary paid by employee 


¢ CPP contributions, UI/EI premiums 
deductible, 8(1)(1.1) 


e deduction, 8(1)(i)(1) 

e* certificate of employer, 8(10) 
Associated charities 

¢ designation by Minister, 149.1(7) 

¢ disbursement by one to another, 149.1(6)(c) 
Associated corporations, see also Related 
persons 

* anti-avoidance deeming provision, 256(2.1) 
¢ base level deduction, 18(2.3)—(2.5) 


* certain shares excluded from fair market 
valuations, 256(1.6) _ 


* corporations associated with same corporation 
deemed associated with each other, 256(2) 

¢ defined, 256(1) 

* investment income from, 129(6) 

e investment tax credit, allocation of 
expenditure limit, 127(10.2)-(10.4) 

¢ land soft costs, allocation of base level 
deduction, 18(2,.3)—(2.5) 

° options, 256(1.4) 

* parent deemed to own child’s shares, 
256(1.3) 


e Part VI.1 tax, allocation of dividend 
allowance, 191.1(3)+(5) 


* person deemed related to himself, 256(1.5) 

e rights, 256(1.4) 

e small business deduction, 125(3)—(5) 

* specified class of shares, defined, 256(1.1) 

¢ UI premium tax credit, allocation, 
126.1(9)-(11) 

Associated employers (UI premium tax credit) 

¢ allocation of credit, 126.1(9)-(11) 

¢ defined; 126.1(2), (3) 

Association of Universities and Colleges of 

Canada, exempt, 149(1)(h.1), 

Associations 


¢ drilling and exploration expenses, pre-1962, 
ITAR 29(9), (10), (13) 


* non-profit exemption, 149(1)(1) 

Assumption of debt, 20(1)(e)(ii.2), 

20(1)(e. 1) (ii) 

¢ debt forgiveness rules do not apply, 
80(1)“‘forgiven amount’ B(1) 

At-risk adjustment (for tax shelter) 

¢ defined, 143.2(2), (3) 


2715 


Index 


At-risk amount, see also Limited partner; Tax 

shelter 

e artificial transactions, 96(2.6), (2.7) 

* as prescribed benefit for tax shelter purposes, 
Reg. 231(6) 

¢ defined, 96(2.2) 

¢ limited partner’s losses restricted to, 96(2.1) 


¢ limited partnership interest acquired by 
subsequent person, 96(2.3) 


¢ prescribed film production, Reg. 7500 
* prescribed revenue guarantee, Reg. 7500 
* resource expenditures, 66.8 


Athlete 


* association for, see Registered Canadian 
amateur athletic association 


¢ income of, Canada—U.S. Tax Treaty, Art. 
XVI 


¢ Major League Baseball Players Benefit Plan, 
Reg. 6800 

¢ National Hockey League referees, Reg. 
6801(c), 6802(d) 

* signing bonus, taxable, 6(3), 115(2)(c.1), 
115(2)(e)(v) 

¢ trust for, see Amateur athlete trust 

* tuition support received by, no tuition credit, 
118.5(1)(a)(v) 

¢ U.S. resident, Canada—U.S. Tax Convention 
Art. XVI 


Atlantic Groundfish Adjustment 

Program/Atlantic Groundfish Strategy, see 

Fishing: compensation programs 

Attendant 

¢ for taxpayer or dependant mentally or 
physically impaired 

ee allowance paid by employer, not income, 


6(16) 

ee deduction from income, 64 

coe residents absent from Canada, 64.1 

ee fas expense credit, 118.2(2)(b), (b.1), 
Cc 


¢* reimbursement of expenses, 118.2(3)(b) 
Attributed surplus (of financial institution) 
¢ defined, 181(2), 190(1.1), Reg. 8602 
Attributed surplus (non-resident insurer) 


¢ defined, 219(7), Reg. 2400(1) [draft], Reg. 
2405(3) [to be repealed] 


e¢ Large Corporations Tax, Reg. 8600 


Attribution rules, see also Income splitting 


¢ Child Tax Benefit cheque deposited for 
child’s benefit, 74.1(2) 


¢ deemed receipt of dividend, 82(2) 
¢ “designated person” defined, 74.5(5) 


¢ gain/loss from property transferred or loaned, 
74.2 


¢ farm property, 75.1 

¢ trust, to, 74.3(1)(b) 
indirect payments, 56(2) 
interest-free or low-interest loans, 56(4.1) 
loan or indebtedness, 56(4.1)-(4.3) 


* prescribed provincial pension plan 
contributions, exception for, 74.5(12) 


* property transferred to child, 74.1(2), 75.1. 

* property transferred to spouse 

*¢ capital gain/loss on, 74.2(1) 

ee income from, 74.1(1) 

* property transferred to trust 

*¢ income, gain or loss transferor’s, 75(2) 

ee trusts excluded, 75(3) 

e reverse attribution, excluded, 74.5(11) 

¢ spousal RRSP premiums, exception for, 
74.5(12) — ; 

* transfer or loan to child, 74.1(2) 

* transfer or loan to corporation 


ee income/loss from property transferred or 
loaned, 74.1 


ee trust, to, 74.3(1)(a) 

* transfer or loan to spouse, 74.1(1), 74.2(1) 

¢ where not applicable, 74.5 

Auction of seized chattels, 225(2)—(4) 

Audiologist 

* certification of hearing impairment for 
disability credit, 118.3(1)(a.2)(i1) 

e defined, 118.4(2) 

Audit, 231.1 

* compliance required, 231.5(2) 

* contemporaneous documentation for transfer 
pricing, 247(4) 

* copies or printouts of documents, 231.5(1) 

¢ fishing expedition, 231.2(3) 

Aunt, see also Niece/nephew 

¢ defined, 252(2)(e) 

e dependent, 118(6)(b) 

Australia, see also Foreign government 

* stock exchange recognized, Reg. 3201(a) 

Author 

¢ deduction from employment income, 8(1)(q) 

Authorized person 

¢ defined, re communication of taxpayer 
information, 241(10) 

Automobile, see also Motor vehicle; Passenger 

vehicle 

e available to shareholder, benefit, 15(5), (7) 

* benefit related to operation of, includable in 
employee’s income, 6(1)(a)(ii1) 

* benefit related to use of, not includable in 
employee’s income, 6(1)(a)(iii) 

¢ benefit to shareholder, 15(5) 

¢ capital cost allowance 

ee exclusion, Reg. 1102(1)(h), 1102(11)+(13) 

ee limitation, see Passenger vehicle: luxury 

¢ dealer, taxable benefit to sales employees, 
6(2.1) 

e defined, 248(1) 

* employee’s, capital cost allowance, Reg. 
1100(6) 

* expenses 

ee employee, of, 8(1)(h.1) 
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Automobile (cont’d) 
¢* limitations on deductibility, 13(7)(g), (h), 
18(1)(r), 67.2, 67.3 


* gasoline for, see operating costs (below) 
* insurance, see operating costs (below) 


* interest cost limit, see Passenger vehicle: 
luxury 


* lease expense limit, see Passenger vehicle: 
luxury 


¢ Juxury, see Passenger vehicle: luxury 

* maintenance, see operating costs (below) 
* operating costs 

Ce Monet ayes ufc 


eee employee-owned car, 6(1)(1) 
eee employer-owned car, 6(1)(k); Reg. 
Teiven | 


eee shareholder, received by, 15(5) 
ee deductible 
eee by employee, 8(1)(h.1) 
eee by employer, 9(1) 
¢ parking for, taxable benefit, 6(1)(a), 6(1.1) 
* provided to employee 
** amount included in income, 6(1)(e), (k), 
6(2) 
** cost includes GST, 6(7) 
¢ provided to partner 
*e° amount included in income, 12(1)(y) 
¢ provided to shareholder 
e¢ amount included in income, 15(5) 
* purchase loan to employee, 15(2)(a)(iv), 
15(2.4)(d) 
¢ salesperson, standby charge for use of 
vehicle, 6(2.1) 
¢ short-term rental/leasing, for 
*¢ capital cost allowance, Reg. Sch. II:Cl. 16 
¢ standby charge, 6(1)(€) 
e« ~ reasonable amount, 6(2) 
¢e salesperson, reasonable amount, 6(2.1) 
¢ trade-in, allocation of consideration, 13(33) 
* used by employee, 6(1)(e), (Kk), 6(2).. 
¢ used by shareholder, 15(5) 
* used in employment 
ee costs, 8(1)(Gj) 
Automotive equipment 
* capital cost allowance, Reg. Sch. I&CI. 10(a) 
¢* large trucks and tractors, Reg. Sch. II:Cl. 
16(g) 
Available-for-use rules 
* capital cost allowance, 13(26)—(32), Reg. 
1100(2)(a)(@), (vil) 
** transfer of property to affiliated person, 
13(21.2)(e)(iv) 
¢ deduction against rental income, 20(28), (29) 
¢ investment tax credit, 127(11.2) 
* meaning of, 248(19) 
¢ scientific research, 37(1.2) 
Average Consumer Price Index 
¢ defined, Reg. 8500(1) 


“Average wage” for calendar year 

° defined, 147.1(1) 

* used in calculating money purchase limit, 
147.1(1)“money purchase limit” 

Averaging of income, see also Income- 

averaging annuity contract 

¢ farmers and fishermen, 119 

¢ forward, see Forward averaging 

¢ RRSPs, 146(5), (8) 

oe eke ae RRSP as security, 146(7), 


shareholder loans, 15(2), 20(1)G) 
Aviation fuel, see Fuel tax rebate 


Aviation turbine fuel 


¢ failure to file fuel certificate, penalty 
imposed, 234.1 [repealed] 


¢ rules respecting sales of, 69(7.1) [repealed], 
69(11) [repealed] 

Avoidance of tax, see Anti-avoidance rules; Tax 

avoidance 

Award 

¢ legal expenses of béllecting salary, etc. 

ee included in ay Plea s income, 6(1)G) 

* personal injury 

ee election re capital gains, 81(5) 

e* income exempt, 81(1)(g.1), (g.2) 

Away-from-home expenses, see also Special’ 

work site, employment at; Travelling expenses 

¢ railway employees, 8(1)(e) 

* transport employees, 8(1)(g) 


BAPA (Bilateral Advance Pricing 
Arrangement), see Advance Pricing Agreement 


BIL, see Business investment loss 
BN, see Business number 

Baby bonus, see Child Tax Benefit. 
Babysitting, see Child care eaucre 


Bad debt 


¢ change in control of ae limitation 
on deduction, 111(5.3) 


¢ deductible, 20(1)(p) 

¢ deemed disposition of, 50(1)(a) 

¢ disposition of depreciable property, 20(4), 
4.1) 


¢ disposition of eligible capital property, 
20(4.2) 

* insurer/moneylender 

ee inclusion in income, 12.4 

¢ personal-use property, 50(2) 
recovered 

¢*¢ capital gain, 39(11) 

ee income, 12(1)(i),. (i.1) 

¢ uncollectible proceeds of disposition, 
20(4)-(4.2) 

¢ where property seized by creditor, no 
deduction for principal, 79.1(8) 
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Balance 

* transfer of, to dere Revenue Canada 
account, 221.2 

Balance-due day 

¢ defined, 248(1) 

* payment of tax by, 153(2), 155(1)(b), 
156(1)(b), 156.1(1)“net tax owing” (b) 

Balance of annuitized voluntary contributions 

¢ defined, 60.2(2) PAC 

Bank, see also Financial institution 


* account in foreign country, disclosure to 
Revenue Canada, 233.3 


* cannot make Canadian securities election, 
39(5)(b) 

* computation of income, 26 

¢ deductions, 26(2) 

¢ defined, /nterpretation Act's. 35(1) 

* exempt from Part IV tax, 186.1(b) 


¢ interference with remittance of tax, 
227(5.2)—(5.5) (draft) 


¢ liabilities of, determination for debt 
forgiveness reserve, 61.3(1)(b)C(@i)(B) 

¢ mark-to-market rules, 142.2—-142.6 

e ‘“Minister’s rules” defined, 26(4) 

* receipt of tax payments by, 229 [repealed] 

* recoveries, 26(3)(b) 


* remittance of source withholdings by large 
employers, 153(1), Reg. 110 


* reserves 

ee continuation of, on amalgamation, 
87(2)(g.1) 

Jie gee reserve amount, Reg. 8000(a), 
a 


* specified debt obligation that was inventory 
before February 1994, 142.6(4)(a)(i1) 


¢ surtax on, 190.1(1.2) 


* taxable income earned in a province, Reg. 
404 


¢ write-offs, 26(3)(a) 

Bank for International Settlements 
* no withholding tax on interest payable to, 
Reg. 806.1 

Banker’s acceptances 

¢ included in capital for large corporations tax, 
181.2(3)(d) 

* qualified investments for deferred income 
plans, Reg. 4900(1)(.2) 

Bankruptcy 

¢ Act, see Bankruptcy and Insolvency Act 

¢ “bankrupt” defined, 248(1) 

¢ business income, effect on, 34:1(8)(b), 
34.2(6)(b)(ii), 34.2(6)(c) (il) 

* corporation 


ee dividends paid to, effect on dividend 
refund, 129(1.1) 


** exempt from large comperations tax, 
181.1(3)(b) 
*¢ general rules, 128(1) 


¢ debt forgiveness rules inapplicable, 
80(1)“‘forgiven amount’ B(i) 


¢ effect on Crown’s priority for taxes withheld, 
227(5) 

¢ “estate of the bankrupt” defined, 248(1) 

¢ individual 

ee Child Tax Benefit, 122.61(3.1) 

°¢ credits allowed, 118.95 

°¢ GST credit, 122.5(7) 

e¢ general rules, 128(2) 

** minimum tax not applicable, 127.55 

** — tuition and education credit carryforward, 
128(2)(f)(iv), 128(2)(g) Gi) 

ewe see Bankruptcy and Insolvency 

or ae 


* receiver 
* return to be filed by, 150(3) 


eee minimum tax carryover not applicable, 
120.2(4) 


¢ withholding tax, 153(1.3) [repealed], (1.4) 
[repealed], 227(5), (5.1) 


shares of corporation in, 50(1) 
trustee in, see also Legal representative 
ee clearance certificate, 159(2) 


¢e deemed to be legal representative, 
248(1)‘legal representative” 


** obligations of, 159 

ee return required by, 150(3) 

¢¢ withholding tax, liability for, 227(5), 
(S.1)(f) 

Bankruptcy and Insolvency. Act 

¢ charge registered under, 223(11.1) 

¢ priority of garnishment order over, 224(1.2) 


Barrister and solicitor, see Lawyer 


Base level deduction 

¢ real property corporations, 18(2. 2)—(2.5) 

Baseball players, see Athlete 

Base taxation year (for OAS clawback) 

¢ defined, 180.2(1) 

Basic herd 

* meaning of, 29(3) 

¢ reduction in, 29(2) 

ee election re, 29(1) 

Bathtub 

* mechanical aid for getting into and out of, 
medical expense, Reg. 5700(g) 

Bearer bond etc. 


* coupon encashment requiring ownership 
certificate, 234 

¢ withholding tax on payments to non-resident, 
2152) 


Becoming a financial institution, 142.6(1)(a), 
(b) 


Becoming non-resident, see Ceasing to be 
resident in Canada 
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Becoming resident in Canada, 128.1(1) 
* corporation 
ee effect on non-resident shareholder’s cost, 
52(8) 
¢¢ foreign affiliate of Canadian resident, 
128.1(1)(d) 
°° paid-up capital, effect on, 128.1(2), (3) 
* deemed acquisition of property, 128.1(1)(c) 
¢ deemed disposition of property, 128.1(1)(b) 
* immigration trust, five year non-taxability, 
94(1)(b)G)(A) CED) 
* negative cumulative eligible capital balance, 
14(8)(b) 
* partner 


*¢ cost base of properties owned by 
partnership, 96(8) 


* taxation year-end and new taxation year, 
128.1(1)(a) 

Bed 

* hospital, medical expense, Reg. 5700(h) 

* reservation fee, for foster person, exempt, 
81(1)(h) 

¢ rocking, medical expense, 118. aati) 

Bees 

¢ keeping, constitutes farming, 248(1)farming” 


Belgium, see also Foreign government 
¢ stock exchange recognized, Reg. 3201(b) 


“Beneficially interested” in a trust 
* meaning of, 248(25) 
Beneficiary 
* amounts deemed not paid to, 104(13.1), 
(13.2) 
* amounts deemed payable to, 104(24), (29) 
* capital cost allowance, deduction for, 104(16) 
[repealed] 
¢ death of 
ee separate return on, 104(23)(d): 
¢ deemed income of, 104(27), (28) 
¢ deferred profit sharing plan, under, 147(17) 
** | when plan was employees’ profit sharing 
plan, 147(11) 
¢ defined, 104(5.5), 108(1), 248(13), Reg. 
8500(1) 
¢ disposing of property previously held by trust 
ee reduction of loss, 107(6) 
¢ employees profit sharing plan, under, 
144(6)(8) 
e+ former, refund to, 144(9) 
¢ foreign tax credit, 104(22)—-(22.4)" 
* income of, 108(5) 
* income payable to, 104(13) 
* non-resident 
ee deduction from income of trust, for 
dividend from non-resident-owned 
investment corporation, 104(10), (11) 
ee distribution of property to, 107(5) 
*¢ dividends received on behalf of, 


82(1)(a)G.1) 


ee estate income paid to, withholding tax, 
212(1)(c) ; 

¢¢ limitation on deduction in computing 
income of trust, 104(7) 

*¢ trust income paid to, withholding tax, 
212(1)(c) 

* non-resident trust, of 

¢¢ - rights and obligations, 94(2) 

* non-taxable dividends, designation re, 

104(20) 

° preferred 

ee defined, 108(1) 

ee election re accumulating income, 104(14) 

¢ qualifying environmental trust, credit for, 


¢ registered education savings Hart under, 
146.1(1)“beneficiary” 


* rights or things transferred to, 70(3) 


¢ share of pension etc. benefits received by 
testamentary trust, 104(27)-(28) 

* superannuation or pension benefit, share of, 
104(27) 

¢ taxable capital gain, designation by trust, 
104ET 21 1): (21.2) 

¢ taxable dividends received by trust, 
designation re, 104(19) 

¢ trust, of 

ee defined, 104(5.5), 108(1)“beneficiary” 


¢ depreciable property acquired with 
government assistance, 13(7. 2) 

¢ inducement payments or reimbursement 
received by, 12(2.1) 

Benefit 

e amount, see Benefit amount 

° Aaa’ FO available to shareholder, 15(5), 

* automobile operation, re, 6(1)(a)(iii), 6(2.2) 

¢ conferred on person 

¢* amount included in income, 56(2), 246(1) 

* conferred on shareholder, 15(1), (7), (9) 

ee joan forgiven, 15(1.2) 

e death, see Death benefit 

¢ deferred profit sharing plan, under, 

147(10)-(10.2) 

e* defined, 248(1) 

° defined 

** investment income tax on life insurers, 
Reg. 1900(1) 

ee olicy reserves in insurance business, Reg. 
1404(2) [to be repealed], 1408(1) 


** registered retirement savings plan, 
146(1)“benefit” 


employee benefit plan, 6(1)(g) 

employment, related to, 6(1)(a) 
automobile, 6(1)(e), (k), 6(2) 
exclusions from income, 6(1)(a)(i)—-(v) 
GST included in benefit, 6(7) 


group term life insurance, 6(1)(a)(i), 6(4), 
Reg. 2700-2704 


ee loan to employee, 6(9) 
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Benefit (cont’d) 
ee stock options, 7 


¢ employment insurance, 6(1)(f) 

¢ forgiveness of debt 

*¢ owing by employee, 6(15), (15.1) 

** owing by shareholder, 15(1.2), (1.21) 

* government assistance program, prescribed 
¢* overpayment repaid, deductible, 60(n)(ii.1) 
ee taxable, 56(1)(a)(vi), Reg. 5502 


group term life insurance premium, postion 
taxable, 6(4) 


¢ indirect, 56(2) 

¢ information returns, Reg. 200 

¢ loan to employee, officer or personal services 
corporation, 80.4(1) 

¢ deemed interest, 80.5 
loan to personal services: business 

e ‘included in income, 12(1)(w) 
loan to shareholder, 80.4(2) 

e — deemed shareholder benefit, 15(9) 
northern and isolated areas 

°* credit, 110.7 


* prescribed northern zone and intermediate 
zone, Reg. 7303.1 


paid to non-resident, 212(1)() 
prescribed 
* group term life insurance, Reg. 2700-2704 
e tax shelter definition, Reg. 231(6.1) 
provision, see Benefit provision __ 


registered national arts service organization, 
from, 56(1)(aa) 


* registered retirement savings plan, under, 
146(8)-(8.91) 

¢ — defined, 146(1)“benefit” 
retirement savings, 146.3(5) 
shareholders’, taxable, 15(1), (7), (9) 
stock dividend paid, 15(1.1) 
superannuation or pension, 56(1)(a) 

¢ defined, 248(1) 
trust, estate, contract, etc., from, 12(1)(m), 
105(1) 

* unemployment insurance 

ee repayment of, 110(1)(i) 

Benefit provision 

¢ defined, Reg. 8500(1) 

Benevolent or fraternal benefit society, see 

also Non-profit organization 

* exemption, 149(1)(k) 

ee limitation, 149(3), (4)... 

Bequest, see also Death of taxpayer 

¢ debt forgiveness rules’do not apply, 80(2)(a) 

Betting losses, Canada—U.S. Tax Convention 

Art. XXII:3 

Beverages 

* expenses for, see Entertainment expenses 

(and meals) 


Bill, post-dated, sale of, 20(1)(e), 
248(1)““borrowed money” 


Bison, 80.3(1)“‘breeding animals” 

Bituminous sands 

* constitutes tar sands, 248(1)“tar sands” 

¢ defined, 248(1) 

e determination of viscosity and density, Reg. 


¢ well for, is not oil or gas well, 248(1)“oil or 
gas well” 


Bituminous sands, included in definition of 

“mineral’’, 248(1) ; 

Bituminous sands equipment 

¢ defined, Reg. 1206(1) 

¢ proceeds of disposition, 59(3.3)(c) 

Rent payment, interest and principal, 

* paid to non-resident, 214(2) 

Blind person, see also Mental or physical 

impairment 

* computer-operating aids . 

ee medical expense, Reg. 5700(0) 

e devices to assist, business expense, 20(1)(r) 

° guide dog, expenses, 118. 2(2)(1) 

° parking paid by employer, not taxable 

enefit, 6(16) 

* ‘print-reading aids 

ee medical expense, Reg. 5700(1) 

* transportation paid by employer, not taxable 
benefit, 6(16) 

Block of shares 

¢ defined, Reg. 4803(1) 

Block of units 

¢ defined, Reg. 4803(1) 

Blocked currency 

¢ income in, postponement of tax, 161(6) 


Blood relationship 

¢ defined, 251(6) 

Blood sugar 

¢ measuring device for diabetics, medical 
expense, Reg. 5700(s) 

Board and lodging 

¢ railway employees, 8(1)(e) 

* special work site, 6(6) 

* transport employees, 8(1)(g) 

e value of, includable in income, 6(1)(a) 

Board of education 

¢ allowance from, exempt, 81(3) 

Board of trade 

* exemption, 149(1)(e), 149(2) 

¢ information return, whether required, 149(12) 

Bond, see also Debt obligation; Investment 

contract; Obligation; Specified. debt obligation 

* accrued interest 

ee information return, Reg. 211 

** treatment of, 20(14) 

e bearer, see Bearer bond etc. 

¢ Canadian Government, 212(1)(b)(i1) 
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Bond (cont’d) 


* certain 
ee interest on, excluded from income, 
81(1)(m) 


¢ conversion of, 51.1; ITAR 26(25) 

* convertible, exchanged for share, 51 

¢ cost base, additions to, 53(1)(g) 

* coupon identification, 240(2) 

* credit-related gains and losses, 142.4(7)B 

e discount 

ee deduction for, 20(1)(Q) 

ee limitation on deductibility of payments on, 

180) 

when deemed to be interest, 16(3) 

* expropriation assets for sale of foreign 
property, 80.1 

¢ foreign corporation, eligible for RRSP 
investment, Reg. 4900(1)(p) 


¢ foreign government, eligible for RRSP 
investment, Reg. 4900(1)(o) 


¢ identical properties 

e« — disposition of, 47(2) 

e* meaning, 248(12) 

* income 

defined, 248(1) 

ee foreign affiliate, issued by, 95(5) 

interest on, deemed dividend, 15(3) 
non-resident corporation, 15(4) 

¢ issued at discount, yield treated as interest, 
16(3) 

* predecessor corporation, of, 87(6), (7) 

* provincial, taxable at reduced rate, 212(6)—(8) 

¢ purchase of on open market, by issuer, 39(3) 

¢ sale of, 20(21) 

¢ small business, see Small business bond 


¢ small business development, see Small 
business development bond 


* stripped, cost of coupon excluded from 
income when sold, 12(9.1) 


* transferred, interest on, 20(14) 

Bone marrow transplant 

* expenses of, tax credit for, 118.2(2)(.1) 

Bonus, see also Signing bonus 

¢ cash, Canada Savings Bond, 12.1 

ee information return, Reg. 220 

¢ employment 

e* unpaid, 78(4) 

ee withholding of tax at source, 153(1)(a), 
Reg. 103 

Bonus interest payment 

¢ credit union, by 

ee deduction, 137(2) 

ee defined, 137(6) 

Bonus payments 

* oil or gas, ITAR 29(21), (22) 

Book (library) 


* capital cost allowance for, Reg. Sch. II:Cl. 
12(a) 


Books and records, see also Documents 

¢ destruction of, penalty, 239(1) 

* inspections, 231.1 

* outside Canada, 143.2(13), (14), 231.6 

¢ political contributions, 230.1 

* required to be kept, 230(1) 

ee electronic records, 230(4.1), (4.2) 

ee failure to keep, 230(3) 

offence and penalty, 238(1) 

ee lawyers, 230(2.1) 

ee registered Canadian amateur athletic 
association, 230(2) 

ee registered charity, 230(2) 

ee retention of, 230(4)-(8), Reg. 5800 

¢ transfer pricing, 247 

¢ transfer pricing, for, contemporaneous, 247(4) 


Boot, see Non-share consideration (boot) 


Border residents, see Commuter to United 
States 

Borrowed money, 20(2), (3), 20.1 

* costs, capitalized, 21 

¢ defined, 248(1) 

¢ depreciable property, for, 21(3) 

*¢ election to capitalize, 21(1) 


¢ distribution, for, deductibility of interest, 
20.15.:20.2 


* exploration/development, for, 21(4) 

* extended meaning of, 20(2), (3) 

* interest paid on, 20(1)(c) 

¢ loss of source of income, 20.1(1) 

* purposes used for, deemed, 20(2), 20(3), 
20.1(1), 20.2(1) 

¢ refinanced, 20.1(6) 

¢ used for loan to corporation, 20(3.1) 

¢ used to acquire partnership interest, 20.1(5) 

* used to invest in RRSP or RESP, no 
deduction for interest, 18(11) 

Borrowing 

¢ allocations in proportion to 

ee deduction, 137(2) 

ee defined, 137(6) 

* expense of, 20(1)(e) 

Bovine animals 

¢ breeding, 80.3(1)“breeding animals”(b) 

° inventory, valuation of, 28(1.2) 

Brace (limb or spinal), as medical expense, 

118.2(2)@) 

Brady bond 

¢ excluded from mark-to-market rules, 
142.2(1)“‘mark-to-market property’(e), Reg. 
9002(1)(d) 

* owned by bank as specified debt obligation, 
142.6(4)(a)(ii) 

¢ reserve in respect of, Reg. 8006“specified 
loan” 


Branch tax, 219 


* exemption for first $500,000 of profits, 
Canada-U.S. Tax Convention Art. X:6(d) 
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Branch tax (cont’d) © 

* investment allowance, Reg. 219(1)(h) (to be 
repealed), 219(1)(j) (draft), Reg. 808 

* tax treaty dividend rate limitation to apply, 
pelle BY 

Breakdown of marriage, see Divorce and 

separation 

Breakwater 

* capital cost allowance for, Reg. Sch. II:Cl. 3, 
ScheILChl 6 

Breast prosthesis 

¢ medical expense, Reg. 5700(j) 

Breeding animals/herd 

¢ defined, 80.3(1) 


Bribes 

¢ no deduction for, 67.5 

Bridge 

¢ capital cost, 13(7.5)(b), Reg. 1102(14.3) 

* capital cost allowance for, Reg. Sch. II:Cl. 
I(a) 

Bridging benefits 

¢ defined, Reg. 8500(1) 

Britain, see United Kingdom 

British Columbia, see also Province 

¢ logging tax, credit for, 127(1), (2), Reg. 700 

e northern, see Northern Canada ° 

* tax rates, see introductory pages 

e Vancouver, international banking centre, 
33.1(3) 

British Commonwealth 

¢ defined, Interpretation Act 35(1) 

Broadcaster 

* prescribed person for Canadian film/video tax 
credit, Reg. 1106(7) 

Broadcasting 

¢ defined, Interpretation Act 35(1) 

* royalties paid to U.S. resident, Canada—U.S. 
Tax Convention Art. XII:3(d) 

Broadcasting undertaking 

* foreign, defined, 19.1(4) 

¢ limitation re advertising expenses, 19.1(1) 

Broker, see also Registered securities dealer; 

Securities: dealer, trader or agent 

¢ dividend received by 

ee withholding tax, 153(4), (5) 

¢ insurance, reserve for, 32(1) 

Brother 

¢ deemed not related on butterfly transaction, 
55(5)(e) 

* dependent, 118(6)(b) 

e includes brother-in-law or in common-law, 
252(2)(b) 

Building 

¢ additions/alterations 


** capital cost allowance, Reg. Sch. I:Cl. 3, 
Sch. II:Cl. 6(), Sch. T:Cl. 6(k) 


¢* class of property acquired, Reg. 1102(19) 
ee  disability-related 

deductible, 20(1)(qq) 

medical expense credit, 118.2(2)(1.2) 


* capital cost allowance for, Reg. Sch. II:Cl. 
1(q), Sch. I:Cl. 3, Sch. W:Cl. 5, Sch. T:Cl. 
6(a), Sch. IL:Cl. 8 

* construction, capitalization of soft costs, 
18(3.1)-(3.7) 

° deduction before available for use, 20(28), 
(29) 

¢ designated area, in, capital cost allowance, 
Reg. Sch. II:Cl. 20 


* mine, capital cost allowance, Reg. Sch. II:Cl. 
10(g), Sch. H:Cl. 41 


* multiple-unit residential, Reg. 1101(5b), Reg. 
SchadbGla3teSehiglh:Cli 3? 


°° separate classes for capital cost allowance, 
Reg. 1101(5b) 


¢ proceeds of disposition allocated between 
land and, 13(21.1), 70(5)(d) 


* rent paid before acquisition, deemed CCA, 
13(5.2) 

¢ rental properties, limitation on CCA, Reg. 
1100(11)-(14.2) 

° scientific research expenditures, limitations, 
37(8)(d)(i), (ii), Reg. 2900(1 1) 

¢ scientific research expenditures on, 37(8)(d) 


* separate class, where cost over $50,000, Reg. 
1101(1ac), (lad), (5b) 


* special-purpose, defined, Reg. 2903 

* when available for use, 13(28) 

Bump 

¢ of asset costs, on windup of corporation, 
88(1)(d) 

Burden of proof 

¢ on Minister 


ee failure to report capital gain resulting in 
denial of exemption, 110.6(6) 


ee penalty, 163(3), 15.1(5) 
* on taxpayer challenging assessment, 152(7) 


Burial services, see Eligible funeral 
arrangement; Funeral services 


Bursary, see Scholarship 

Bus and truck operators 

¢ allocation of income among provinces 

*¢ corporation, Reg. 409 

ee individual, Reg. 2604 

Bus driver 

* expenses, 8(1)(g) 

Business, see also Adventure in the nature of 
trade; Business or property income 

¢ adjustment time, defined, 14(5) 

* carrying on in Canada 

*¢ extended meaning of, 253 

¢e non-residents, 2(3) 

* cessation, see Ceasing to carry on business 
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Business (cont’d) 
¢ defined 


for purposes of 1995 stub period reserve, 
34.2(3), (7) ; 


generally, 248(1) 
disposition of by proprietor, 25 
expenses, see Expenses 
farming or fishing, 28 
income from, see also Business or property 
income 
defined, 9(1) 
earned in a province, Reg. 2603 
limitations, Reg. 2606 
home office expenses, conditions for 
deductibility, 18(12) 
more than one business, Reg. 2605 
reserve for 1995 stub period, 34.2(4) 
limit, see Business limit 
losses, see Non-capital loss 
more than one 
income earned in a province, Reg. 2605 


profits, 9(1), Canada—U.S. Tax Convention 
Art. VII 


proprietor’s income from, 11(1) 
small, see Small business corporation 


termination of, see Ceasing to carry on 
business 


¢ transfer of, to corporation or spouse, 24(2) 
Business corporation, foreign, see Foreign 
business corporation 
Business-income tax (foreign) 
deduction for, 126(2), (2.1) 
defined, 126(7) 

for trusts, 104(22.4) 


Business investment loss 


allowable, see also Allowable business 
investment loss 


carryforward, 111(1)(a), 111(8)“non- 
capital loss” 
deduction for, 3(d) 
bad debt, 50(1)(a) 
change of control of corporation, rules, 
111(8)“net capital loss’C(b) 
deduction from, 39(9), (10) 
meaning, 39(1)(c) 
shares of bankrupt corporation, 50(1)(b), 
50(1.1) 
Business limit 
defined, 125(2)-(5.1), 248(1) 
effect on enhanced investment tax credit, 
127(10.2), 127.1(2)“qualifying corporation” 
large corporation, 125(5.1) 
limits small business deduction, 125(1)(c) 
Business number, see also Social Insurance 
Number 
defined, 248(1) 
* penalty for failure to provide, 162(6) 
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provision of, to provinces and other 
government departments, 241(4)(1) 


regulations requiring provision of, 221(1)(d.1) 
requirement to provide, 237(1.1), (2) 
tax shelter information return, 251.461) 


Business or property income, 12 
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accrued interest on debt obligation, 12(3), 
(4),-(2) 
amounts received for services to be rendered 
Cie, - 1 2(I ay, rete) 
automobile provided to partner, 12(1)(y) 
bad debts recovered, 12(1)(4), G.1) 
benefits from estates, trusts, etc., 12(1)(m) 
deductions from 

not allowed, 18 

permitted, 20(1) 
dividends, 12(1)(j), (kK) 
eligible capital amount to be included, 14(1) 
employee benefit plan 

amounts received from, 12(1)(n.1) 
employee trust, amounts received, 12(1)(n) 


employees profit sharing plan, amounts 
received from, 12(1)(n) 


employment tax deduction, 12(1)(q) 
energy conversion grant, 12(1)(u) 


forfeited amounts under salary deferral 
arrangements, 12(1)(n.2) 


home insulation grant, 12(1)(u) 
inducement payments, 12(1)(x) 
prescribed amount, Reg. 7300 
received by beneficiary of trust, or 
partner, 12(2.1) 
insurance proceeds expended, 12(1)(f) 
interest, 12(1)(c) 
inventory adjustment, 12(1)(r) . 
investment tax credit, 12(1)(t) 
ri Halas policies, accumulating fund, 


partnership, 12(1)() 
payments based on production or use, 
12(1)(g) 
personal services business 

loan from employer, 12(1)(w) 
registered home ownership savings plan, 
12(10.1) 
reimbursement, 12(1)(x) 

prescribed amount, Reg. 7300 


received by beneficiary of trust, or 
partner, 12(2.1) 


reinsurance commission, 12(1)(s) 
reserves 
certain goods and services, for, 12(1)(e) 
doubtful debts, for, 12(1)(d) 
guarantees etc., for, 12(1)(d.1) 
quadrennial survey, for, 12(1)(h) 
retirement compensation arrangement, 
amounts received under, 12(1)(n.3) 


royalties, 12(1)(o) 
scientific research deduction, 12(1)(v) 
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Business or property income (cont’d) 
* services rendered, amounts teceivable for, 
12(1)(b), 12(2) 
* western grain stabilization payments, 12(4)(p) 
Business property, » see Former a 
property 
Butterfly transaction, 55(3)(b) 
¢ back-door rule, 88(1)(c.3) 
* capital gains exemption disallowed, 
110.6(7)(a) 
¢ definitions, 55(1) 
* exception where gain exempted by treaty, 
55(3.1)(b) [temporary } 
¢ excluded from capital gains strip rules, 
55(3)(b) 
*¢ exception for cross-border ABE Pa 
55(3.1) [temporary] 
¢* exception for purchase butterfly, 55(1), 
(321), Gi) 
C 
CCA, see Capital cost allowance 


CCDE, see Cumulative Canadian development 
expense 


CCOGPE, see Cumulative Canadian oil and gas 
property expense - 


CCPC, see Canadian- controlled private 
corporation 


CCTB, see Child Tax Benefit 

CDA, see Capital dividend account 
CDE, see Canadian development expense 
CEC, see Cumulative eligible capital 


CEDC, see Community Economic Development 
Corporation (Nova Scotia) 


CEDOE, see Canadian exploration and 
development overhead expense 


CEE, see Canadian exploration expense 
CFA, see Cash flow adjustment 
CIF, see Canadian investment fund 


CRCE, see Canadian renewable and 
conservation expense 


CIDA, see Canadian International Development 
Agency 
CNIL, see Cumulative net investment loss 


COGPE, see Canadian oil and gas property 
expense . 


CPI (Consumer Price Index) adjustment, see 
Indexing (for inflation) 


CPP, see Canada Pension Plan/Quebec Pension 
Plan 


CSOH, see Pre-1972 capital surplus on hand 
CSTSP, see Computer software tax shelter 
property 

Cable 


¢ fibre optic, capital cost allowance, Reg. Sch. 
II:Cl. 42 


e included in definition of 
“telecommunication”, Interpretation Act 35(1) 


* systems interface equipment, Ree: Sch. II:Cl. 
10(v) 
Caisse populaire, see Credit union 


Calcium chloride 
¢ extraction of, 248(1)“mineral resource’’(d)(ii) 
¢ included in definition of “mineral”, 248(1) 


Calendar year 
¢ defined, Interpretation Act 37(1)(a) 


Camp, expenses of 


¢ deductible as child care eXDenses: 63(3)“child 
care expense” 


¢ not deductible, 18(1)(1)G) 


Canada 


e defined, 255, Income Tax Conventions 
Interpretation Act 5, Interpretation Act 35(1),. 
Canada—U.S. Tax Convention Art. III: I(a) 


** application to continental shelf, 
Interpretation Act s. 8(2.2) 


¢* application to exclusive economic zone, 
Interpretation Act s. 8(2.1) 


* government of, see Government 


° incorporated i in, defined, 248(1) “corporation” 
“corporation incorporated in Canada” 


¢ resident of, see Resident of Canada 


Canada Child Tax Benefit, see Child Tax 
Benefit 


Canada Customs. and Revenue Agency, see 

also Revenue Canada 

° created,, Canada Customs and Revenue 
Agency Act 4(1) 

Canada Deposit Insurance Corporation, see 

also Deposit insurance corporation 

* bonds, etc. issued by 


ee interest deemed not from Government of. ; 
Canada, 212(15) 


* subject to tax, 27(2), Reg. 7100 

Canada Employment and Immigration 

Commission 

* costs of appealing decision of, deductible, . 
60(0) 

Canada Employment Insurance Commission 


* employment insurance benefits, see 
Employment insurance 


¢ financial assistance from, taxable, 56(1)(r) 

Canada Gazette 

* regulations to be published in, 221(2) 

Canada Grain Act, 76(5) 

* cash purchase ticket under, 76(4) 

Canada Mortgage and Housing Corporation 

¢ subject to tax, 27(2), Reg. 7100 

e supervision of, for insurance policy reserves, 
Reg. 1404(2)“relevant authority’ (a.1) 

Canada—Newfoundland Atlantic Accord Act 


* communication of information for purposes 
of, 241(4)(d)(vi) 
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Canada-Nova Scotia Offshore Petroleum 
Resources Accord 


* communication of information for purposes 
of, 241(4)(d)(vi) 

Canada Oil Substitution Program, see Energy: 

conversion grant 

Canada Pension Plan/Quebec Pension Plan 

¢ amount payable by taxpayer under, collection 
of, 223(1)(c) 

* assignment of pension under, 56(2) 

ee excluded from attribution rules, 74.1(1) 

¢ benefits taxable 


e¢ election to pay tax attributable to earlier 
years, 56(8), 120.3 


ee non-resident, 212(1)(h)(i) [repealed], 217 
ee resident of Canada, 56(1)(a)(i)(B) 


* constitutes earned income for RRSP, 
146(1)‘“‘earned income’’(b.1) 


* contributions 
e«¢ by employee, as employer, deduction for, 
8(1)d.1) 

e credit for, 118.7 

¢ _ self-employed earnings, re, 118.7 
costs of appealing decision under 

¢ deductible, 60(0) 

* recovery of, income, 56(1)(1)(ili) 
death benefit, taxable, 56(1)(a)(i)(F), 
56(1)(a.1) 

¢ disability pension 

ee election to pay tax attributable to earlier 

years, 56(8), 120.3 
ee included in earned income 


for RRSP purposes, 146(1)“earned 

income’’(b.1) 

ae for child care expenses, 63(3)“earned 

income’ (d) 

¢ disclosure of confidential information for 
purposes of, 241(3)(b), 241(4)(a), 
241(4)(e) (ii) 

¢ employer’s source deductions, failure to 
remit, 227(9.1) 

¢ excluded from pension credit, 118(8)(b) 

e non-resident withholding tax, 212(1)(h) 


ee U.S. residents; Canada—U.S. Tax 
Convention Art. XVIII:5 

* repayment of overpayment under, deduction 

for, 60(n) 

* retirement pension under 

** assignment of, not subject to attribution, 
74.1(1) 

* transfer of rights to pension under, 56(4) 

Canada Savings Bond 

¢ cash bonus on, 12.1 

ee information return, Reg. 220 

Canada security (of life insurer) 

¢ change in use, 138(11.3)(c), (d) [repealed] 

¢ defined, 138(12) [repealed] 


* loss on disposition of, deductible, 138(3)(b) 
[repealed] 


* premium on acquisition of, deductible, 
138(3)(d) [repealed] 

Canada Shipping Act, see also Vessel 

¢ quadrennial survey under, reserve for, 
20(1)(0), Reg. 3600 

e vessel, defined under, 13(21) 

Canada-U.K. Tax Convention, see Table of 

Contents 

Canada-U.S. auto pact 

* payments received, income, 56(1)(a)(v) 

Canada-U.S. Tax Convention 

¢ prescribed provision for elections, Reg. 
7400(1) 

* text, see Table of Contents 

Canadian 

e defined, for Canadian film credit certificate, 
Reg. 1106(1)“Canadian” 

Canadian Airlines International Limited 

* rescue package, see Fuel tax rebate 


Canadian amateur athletic association 

¢ refusal to register 

ee appeal from, 172(3)(a), 180 

* registration 

e¢ refusal by Minister 

deemed, 172(4)(a) 

Canadian art, see also Cultural property 
¢ whether CCA allowed, Reg. 1102(1)(e) 


Canadian assets (of financial institution) 
¢ defined, 181(2), 190(1.1), Reg. 8602 
Canadian Broadcasting Corporation 

* subject to tax, 27(2), Reg. 7100 


Canadian benefits 
e defined, 217(1) 


Canadian business property 
¢ defined, Reg. 2400(1) [draft], Reg. 2405(3) 
[to be repealed] 


° susposition of or revenue from, Reg. ; 
2405(3)“gross Canadian life investment 
income” 


Canadian citizen, 19(5)‘““Canadian newspaper or 

periodical” 

Canadian Commercial Corporation 

* contract payment from, investment tax credit, 
Reg. 4606 : 


Canadian-controlled private corporation, see 
also Private corporation; Small business 
corporation 

* corporation becoming 

e¢ capital dividend account, 89(1.1) 

* corporation ceasing to be 

ee eee to trigger capital gains exemption, 


defined, 125(7), 248(1) 

dividend refund, 129(1), (3)(a) 

due date for balance of tax, 157(1)(b)(i)(B) 
employee stock options in, 7(1.1) 

existing since before 1972, ITAR 50 
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Canadian-controlled private corporation ( cont'd) 
* gain on shares of, capital gains exemption, 
110.6(2.1) 


* investment tax credit 

ee additional credit, 127(10.1) 

ee refund of credit, 127.1 

* loss.on share or debt of, 39(1)(c) 

* reassessment deadline 3 years, 152(3.1) 

¢ small business deduction, 125(1) 

° rd business development. bond issued by, 
Canadian corporation | 

* corporation ceasing to be, tax on, 219.1. 

¢ defined, 89(1)“Canadian corporation” 


¢ taxable, defined, 89(1)“taxable Canadian 
corporation” 

¢ winding-up of, 88(1)_ 

ee rules, 88(2) 

Canadian Cultural Property Export Review 

Board, see also Cultural property 

* communication of information to, 
241(4)(d)(xii) 

¢ determination of cultural property, 
39(1)(a)(i.1), 110.101)(c), 118. 1(1)“total 
cultural gifts” 


¢ determination of value of epltntal property, 
118.110), (1) 


** appeal of determination, Cultural Property 


Export and Import Act 33.1 
Canadian development abe 
Resource expenses’ 

* borrowed money . 
** capitalization ae interest, 21(2), (4). 
reassessment, 21(5) 


see also’ 


* conversion to Canadian exploration expense . 


on renunciation, 66(12. 601), (12. 602) 
* cumulative 
¢ adjusted, defined, 66(14. 3) 
* amount to be included in income, 66. 2(1) 
e¢ deduction for, 66,2(2). - 
ee short taxation year, 66(13.1) 


° where designation not made, tax on, 
196 


deemed, .66.2(8) 

defined, 66.2(5) 

designation re, 66(14.2) 
° late, 66(14.4), (14.5) 

partner’s share, 66.2(6), (7) 

successored, deduction for, 66.7(4) 
defined, 66.2(5) 
designation re 
° late, 66(14.4), (14.5) 

where not made, 66.5(1) 
flow-through of, to shareholder, 66(12. 62) 
minimum tax, 127.52(1)(e), (e.1) 
partnership, of 


¢ election to exclude, 66.2(5)“Canadian 
development expense’’(f) 


¢ prescribed, Reg. 1218 


e e e e e 


reclassified as Canadian exploration expense, 

66.7(9) , 

** expenses for preceding years, 66.1(9) 

e* “restricted expense” defined, 66.1(6) 

e* . successor corporation, 66.7(9) - 

* renunciation of, 66(12.601), (12.62) 

ee fiivsinend statement to be-filed re, 
66(12.73) 

°¢ conversion to Canadian exploration 
expense, 66(12.601), (12.602). 

e¢ effect of, 66(12.63) 

°° excessive, penalty for, 163(2.2) 

e«* form to be filed by corporation, 66(12. 7) 

eee late filing, 66(12.74), (12.75) 

ee Minister’s powers re verification, 
60( 1242) 4045 é 

** partnership, return to be filed, 66(12.69) 

eee late filing, 66(12.74), (12.75) 

ee restriction on, 66(12.67), (12.71) 

* successor corporation, rules, 66.7(4) 

°¢ application, 66.6(1) 

Canadian equity property 

¢ defined, Reg. 2400(1) [draft Reg. 2405(3) * 

[to be repealed] 


Canadian exploration and_ asvelépnvent 
expenses, see also Exploration and 
development expenses 


¢ borrowed money 

ee interest capitalized, 21(2), (4) 

eee reassessment, 21(5) 

* computation of, 66(12) 

e deduction for, 66(1)—(3) 

° defined, 66(15) 

e limitations of, 66(12.1) 

* principal-business corporation, 66(1) 

* successor corporation, rules, 66.7(1) 

°° application, 66.6(1) 

* taxpayers other than principal-business 
corporations, 66(3) 

* unitized oil or gas field, 66(12.2), (12. 3) 


Canadian exploration and development 
overhead expense, Reg. 1206(1) 


Canadian exploration expense, see also 
Exploration and development expenses; 
Resource expenses 


¢ borrowed money 

** capitalization of interest, 21(2), (4) 

reassessment, 21(5) 

° certificate re oil/gas well sree to be valid, 
66.1(10) 

* cumulative 

** amount included in, income, 66.1(1) 

ee deduction for, 66.1(3) 

¢e deduction from income, 66.1(2), (3) 

** defined, 66.1(6) 7 

ee other than principal-business corporation 

eee deduction from income, 66.1(3) 

**  partner’s share, 66.1(7) 
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Canadian exploration expense ( cont'd) 
ee  principal-business corporation 


eee deduction from income, 66.1(2) 
* + trust of, reduced by investment tax credit, 
P23) 


¢ defined, 66.1(6) 

¢ designation re, 66(14.1) 

ee deduction, where not made, 66.5(1) 
eee tax on, 196 

e* late, 66(14.4), (14.5) 

¢ flow-through of, to shareholder, 66(12.6) 


e* expenses in first 60 days of year, 
66(12.66) 


* minimum tax, 127.52(1)(e), (e.1) 

e prescribed, Reg. 217 

¢ qualified 

«prescribed expenditures for, Reg. 4608 


¢ reclassification of Canadian development 
expense as, 66.7(9) 


e+ “restricted expense” defined, 66,1(6) 
** “specified purpose” defined, 66.1(6) 
¢ renunciation of, 66(12.6) 


¢* adjustment, statement to be filed, 
66(12.73) 


ee effect of, 66(12.61) 

°* excessive, penalty for, 163(2.2) 

** form to be filed by corporation, 66(12.7) 
eee late filing, 66(12.74), (12.75) 


¢*  Minister’s powers re verification, 
66(12.72) 


** non-arm’s length partnership, 66(17) 

¢* partnership, return to be filed, 66(12.69) 
2 ene late filing, 66(12.74), (12.75) 

e* — restriction on, 66(12.67), (12.71) 

* successor corporation, rules, 66.7(3) 

** application, 66.6(1) 

Canadian field processing 

e defined, 248(1) 

* excluded from manufacturing and processing 
ee for Class 29 CCA, Reg. 1104(9)(k) 


¢ ineligible for M&P credit, 
125.1(3)“manufacturing and processsing’’(k) 

¢ property for use in, investment tax credit, 
127(9)“qualified property” (c)(ix) 

* property used for, capital cost allowance, 
ne Sch. I:Cl. 29(a)(ii), Sch. H:Cl. 41(c), 

¢ sulphur processing, 12(1)(0)(v)(B), 
18(1)(m)(v)(B) 

Canadian film or video production 

* capital cost allowance offsetting income 
from, Reg. 1100(1)(m) 

¢ defined, 125.4(1), Reg. 1106(3) 

* separate CCA class, Reg. 1101(5k.1), Reg. 
Sch. II:Cl. 10(x) 

Canadian film or video production certificate 

¢ defined, 125.4(1) 

¢ revocation of, 125.4(6) 


* tax credit where issued, 125.4(3) 


Canadian film or video tax credit, 125.4, see 
also Canadian film or video production; Film or’ 
video production services credit 


¢ amalgamation of corporations, 87(2)(.94) 

* prescribed person, Reg. 1106(7) 

Canadian Forces 

¢ allowances not income, 6(1)(b)(i1), (ili) 

¢ members deemed resident in Canada, 
250(1)(b), 250(2) 

* travelling and separation allowances, not 
income, 6(1)(b)(1i) 

Canadian government film agency 

¢ defined, Reg. 1106(1)“Canadian government 
film agency” 

Canadian Heritage, Department of, see also 

Minister of Canadian Heritage 


* certificate issued by, for Canadian film/video 
credit, Reg. 1106“excluded production” 


¢ disclosure of information re cultural property 
to, 241(4)(d)(x1) 

Canadian Home Insulation Program, see 

Home insulation grant 

Canadian International Development Agency 


* prescribed international development 
assistance program 


ee defined, Reg. 3400 


¢¢ employee under, no overseas employment 
tax credit, 122.3(1)(a) 


** person working on deemed resident in 
Canada, 250(1)(d) 
Canadian investment fund 


¢ defined, Reg. 2400(1) [draft], Reg. 2405(3) 
[to be repealed] 


¢ for the year, defined, Reg. 2405 

Canadian investment income 

¢ defined, 129(4) [repealed] 

Canadian investment property 

* defined, Reg. 2400(1) [draft], Reg. 2405(3) 
[to be repealed] 

Canadian labour expenditure 


¢ defined, for film/video production services 
credit, 125.5(1) 


* qualified, see Qualified Canadian labour 
expenditure 

Canadian life investment income, defined, 

DAL 1) 

Canadian manufacturing and processing 

profits 

* calculation of, Reg. Part LI 

¢ defined, 125.1(3) 

Canadian National Railway, see also Railway 


Canadian newspaper or periodical 
¢ defined, 19(5), (8) 
* subject to tax, 27(2), Reg. 7100 


Canadian oil and gas exploration expense, 
Reg. 1206(1) 


2b 


Index 


Canadian oil and gas property expense, see 
also Exploration and development GRPRTAES bt 
Resource. expenses 


¢ borrowed money 

ee interest capitalized, 21(2), (4) 

eee reassessment, 21(5) 

* cumulative 

e deduction for, 66.4(2) 

ee defined, 66.4(5) 

e* recovery of costs, 66.4(1) 

eee short taxation year, 66(13.1) 

ee — successored, deduction for, 66.7(5) 
¢ defined, 66.4(5) 


° disposition, defined, 66. 4(5)“disposition” and 
“proceeds of disposition” 


¢ flow-through of, to shareholder, 66(12.64) 

° minimum tax, 127.52(1)(e), (e.1) 

* partnership, of 

e election to exclude, 66. 4(5)“Canadian oil 
and gas property expense’’(b) 

ee partner’s share, 66.4(6), (7). 


proceeds of disposition, defined, 
66.4(5)° ‘disposition” and * ‘proceeds of 
disposition” 


e renunciation of, 66(12.64) 


ee adjustment, statement to be filed re, 
66(12.73) 

¢ effect of, 66(12.65) 

* excessive, penalty for, 163(2.2) 

form to be filed by corporation, 66(12.7) 

ee late filing, 66(12.74), (12.75) 

¢ Minister’s powers re verification, 
66(12.72) 

** partnership, return to be filed, 66(12.69) 

eee late filing, 66(12.74), (12.75) 

ee restriction on, 66(12.67), (12.71) 

* successor corporation, rules, 66.:7(5) 

ee application, 66.6(2) 

* unitized oil or gas field, 66(12.5). . 

Canadian outstanding premiums 

e defined, Reg. 2400(1) 

Canadian ownership, corporation having 

degree of 

¢ otherwise Class & property, capital cost: 

allowance, Reg. Sch. I:Cl. 19 

Canadian partnership 

¢ defined, 102(1), 248(1) 

° eligible, defined, 80(1) 

Canadian property 


e of non-resident-owned investment 
corporation, defined, 133(8)“Canadian 


property” 
* taxable, see Taxable Canadian property 


Canadian renewable and conservation 
expense 


° capital cost allowance, Reg. 1102(1)(a.1) 

e defined, 66.1(6) 

e included in CEE; 66.1(6)“Canadian 
exploration expense’’(g.1) 


Canadian reserve liabilities 

¢ of financial institution, defined, 181(2), 
190(1), Reg. 8602. 

¢ of insurer, Reg. 2400(1) [draft], Reg. 2405(3) 
[to be repealed] 

ee Large Corporations Tax, Reg. 8600 


Canadian resource expenses 
¢ reduction of, on change of control, 66.7(12) 


Canadian resource profits 
¢ defined, Reg. 5202 


Canadian resource property 
* acquisition from exempt person, 66. er 
* amount dove ale’ re 


*e “outlay” or “expense” 66(15)“outlay” or 
“expense” S 


¢ defined, 66(15) 

¢ disposition of 

ee by non-resident 

eee certificate, 116(5.2) 

eee purchaser liable for tax, 116(5.2) 

eee rules, 116(5.1) 

ee effect on successor rules, 66.7(14) 

°*¢ no capital gain, 39(1)(a)(1) 

*¢ no capital loss, 39(1)(b)(1) 

¢ “eligible property” for transfer to corporation 
by shareholder, 85(1.1)(c) 

¢ non-resident’s income earned on, 115(4) 

* non-successor acquisitions, 66.7(16) 

* original owner, defined, 66(15) 

¢ predecessor owner, defined, 66(15) 

* production from, defined, 66(15) 

e reserve amount, defined, 66(15) 

* royalties, included in income, 12(1)(0) 

* rules for trusts, 104(5.2) 

¢ “specified stage” defined, 208(1.1) 

¢ successor rules, 66.7(14) 


Canadian security 


¢ beneficiary’s taxable gain from, 104(21.1), 
(21.2) 


¢ defined, 39(6) 

¢ disposition of, 39(5) 

ee election re, 39(4) 

¢ owned by partnership, 39(4.1) 

Canadian surtax payable 

¢ defined, 125.3(4) 

Canadian tax 

e defined, Canada—U.S. Tax Convention Art. 
Ill: 1(a) 

Canadian Vessel Construction Assistance Act: 

* conversion cost deemed separate class, 13(17) 

¢ deduction under, deemed depreciation, 13(13) 

* disposition of deposit under, 13(19), (20) 

Canadian waters — 

¢ defined, Interpretation Act 35(1) 

Canadian Wheat Board 


* participation certificates, no interest on tax 
due, 161(5) 
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Canadian Wheat Board Act, 76(5) 
Canals 
* capital cost allowance, Reg. Sch. II:Cl. 1(b) 
Cancellation of lease, see Lease cancellation 
payment 
Canoes 
* capital cost allowance, Reg. Sch. U:Cl. 7 
Canterra Energy case overruled, 257 
Capacity test 
for shareholder loans, 15(2.4)(e) 
Cape Breton 
defined, 127(9) 
Development Corporation; subject to tax, 
27(2), Reg. 7100 
Capital 
¢ allowance, see Capital allowance 
contribution of, addition to adjusted cost 
base, 53(1)(c) 
cost, see Capital cost; Capital cost allowance 
cost of, defined, Reg. 5204 
cumulative eligible, defined, 14(5), see also 
Cumulative eligible capital — 
deemed contribution of, 53(1.1) 
defined 

for financial institutions tax, 190.13 


for large corporations tax, 181.2(3), 
181.3(3) 


element, see Capital element 

“eligible capital expenditure” defined, 14(5) 

expenditure, not deductible, 18(1)(b) 
depreciation, see Capital cost allowance 
disability-related building modifications, 
deductible, 20(1)(qq) 
disability-related devices or equipment, 
20(1)(r) 
goodwill, deduction for, 20(1)(b) 
landscaping, deduction for, 20(1)(aa) 


scientific research and experimental 
development, deductible, 37 


site investigation fees, deductible, 
20(1)(dd) 
financial institutions’, tax on, 190-190.211 
gains, see Capital gain 
income and, combined, 16(1), (4), (5) 
losses, see Capital loss 
outlay or loss, not deductible, 18(1)(b) 
property, see Capital property 
reorganization of, exchange of shares, 86(1); 
ITAR 26(27) 
stock, see Capital stock 
tax, see Capital tax 
thin, 18(4)-(8) 
Capital allowance 
¢ life insurance corporation, for Part VI capital 
tax 
allowed against additional tax, 190.1(1.1) 
defined, 190.16 


Capital cost 


allowance, see Capital cost allowance 
deemed, 13(7)-(7.4) 
depreciable property acquired with 
government assistance, 13(7.1), (7.2) 
on death, 70(13) . 


reduction due to debt forgiveness, 
13(7.1)(g), 80(5) 


leased property acquired, 13(5.1) 

manufacturing and processing property 
deemed, 13(10) 

tax shelter investment, 143.2(6) 

undepreciated, see Undepreciated capital cost 


Capital cost allowance, see also Depreciable 
property 


access road (forest), Reg. Sch. II:Cl. 10(p) 
acquisition year rules, Reg. 1100(2)-(2.4) 

non-arm’s length exception, Reg. 1102(20) 
additional allowances 

certified productions, Reg. 1100(1)(1) 

Class 19, Reg. 1100(1)(n), (0) 

Class 20, Reg. 1100(1)(p) 

Class 21, Reg. .1100(1)(q) 

Class 28, Reg. 1100(1)(w) 

Class 35, Reg. 1100(1)(za.1) 

Class 38, Reg. 1100(1)(zd) 

Class 39, Reg. 1100(1)(ze) 

Class 40, Reg. 1100(1)(zf) 

Class 41, Reg. 1100(1)(y) 

fishing vessels, Reg. 1100(1)(i) 

grain storage facilities, Reg. 1100(1)(sb) 

railway cars, Reg. 1100(1)(z), (z.1a) 

railway track, Reg. 1100(1)(za), (za.1), 

(zb) 

railway trestles, Reg. 1100(1)(za.2) 

ear 2000 compliant hardware/software, 
Reg. 1100(1)(zg), (zh) 


additions and alterations, see also building 
(below) 


advertising sign, Reg. Sch. II:Cl. 11 

aircraft, Reg. Sch. I:Cl. 9, Sch. I:Cl. 16 
employee’s, 8(1)G), 13(11), Reg. 1100(6) 

airplane hangar, Reg. Sch. II:Cl. 6 


airplane runway, Reg. Sch. II:Cl. 1(g), Sch. 
II:Cl. 17(c) 


for mine, Reg. Sch. II:Cl. 10(1)(11) 


amount deductible, 20(1)(a), Reg. Parts Part 
XI, XVII 


amusement parks, property used in 
connection with, Reg. 1103(2b), 1104(12), 
Reg. Sch.ll:Cl.37 


defined, Reg. 1104(12) 
apparel for rental, Reg. Sch. I:Cl. 12(k) 
automobile, Reg. 1102(1)(h) 
definitions, Reg. 1102(11) 
employee’s, 8(1)(G)Gi), 13(11), Reg. 
1100(6) 


e 


exclusion, Reg. 1102(1)(h) 
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Capital cost allowance (cont'd) 


e 


general, Reg. 1102(11)-(13), Reg. Sch. 
II:Cl. 10(a) 


short-term rental or leasing, for, Reg. Sch. 


I:Cl. 16 
automotive equipment, Reg. Sch. II:Cl. 10(a) 
available-for-use rule, 13(26)—(32), 20(28), 
(29), Reg. 1100(2)(a)(i), (vil) 
beneficiary of trust, deduction for, 104(16), 
(17.1), (17.2) [repealed] 
book (library), Reg. Sch. H:Cl. 12(a) 
breakwater, Reg. Sch. II:Cl. 3, Sch. II:Cl. 6 
bridge, Reg. Sch. II:Cl. 1(a) 


building, Reg. Sch. II:Cl. 1(q), Sch. IE:Cl. 3, 
Sch. II:Cl. 5, Sch. If:Cl. 6(a), Sch. I:Cl. 8 


addition/alteration, Reg. 1102(19), Reg. 
Sch. II:Cl. 3(g), Sch. ICl. 3(k), Sch. 
II:Cl. 6G), Sch. I:Cl. 6(k) 


in designated area, Reg. Sch. I:Cl. 20 
separate class where cost over $50,000, 
Reg. 1101(lac), (lad), (Sb) ; 
cable system interface equipment, Reg. Sch. 
II:Cl. 10(v) 


Canadian film or video production, Reg. 
1100(1)(m), Reg. Sch. I:Cl. 10(x) 


separate class, Reg. 1101(5k.1) 
canal, Reg. Sch. II:Cl. 1(b) 
canoe, Reg. Sch. II:Cl. 7 
catalyst, Reg. Sch. I:Cl. 26 
catch-all class, Reg. Sch. If:Cl. 8 
certified Class 34 properties, Reg. 1104(11) 
certified feature film, Reg. Sch. II:Cl. 12(n) 
certified films and video tapes, Reg. 
1100(21)-(23) 
certified production, Reg. Sch. II:Cl. 10(w), 
Sch. II:Cl. 12(n) 

separate classes, Reg. 1101(5k), (51) 
chinaware, Reg. Sch. II:Cl. 12(b) 
Class 38 property 

separate class, election, Reg. 1101(51) 
classes of depreciable property, Reg. Sch. II 

inclusions in, Reg. 1103 

prescribed, Reg. 1105 

separate, Reg. 1101 

transfers between, Reg. 1103 
coin-operated game; Reg. Sch. II:Cl. 16(£) 


computer, see Computer: capital cost 
allowance 


computer software, Reg. Sch. II:Cl. 12(0) 


limitation where tax shelter investment, 
Reg. 1100(20.1) 


concession, Reg. Sch. II:Cl. 14 


contractor’s movable equipment, Reg. Sch. 
II:Cl. 10(h), Sch. If:Cl. 22, Sch: If:Cl.'38 


corporation having degree of Canadian 
ownership 


otherwise-Class 8 property, capital cost 
allowance, Reg. Sch. H:Cl..19 


culvert, Reg. Sch. II:Cl. l(c) 
cutlery, Reg. Sch: If:Cl. 12(b) 
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cutting rights, Reg. 1100(1)(e) . 
cutting/shaping part in machine, Reg. Sch. 
|B 6) we df 2 
dam, Reg. Sch. ILC. 1(d) 

for mine, Reg. Sch. II:Cl. 10d) 
data communication equipment, Reg. Sch. 
ICisS 
deductions allowed, Reg. 1100, 1700 
deemed depreciable property, separate 
classes, Reg. 1101(5g), Reg. Sch. II:Cl. 36 
definitions, Reg. 1104 3 . 
dental instruments (small), Reg. Sch. II:Cl. 
12(e) 
die, etc., Reg. Sch. II:Cl. 12(d) 
dock, Reg. Sch. II:Cl. 3 

for mine, Reg. Sch. II:Cl. 10() 
drilling vessels, Reg. 1100(1 )(va) 
drive-in theatre property, Reg. Sch. If:Cl. 
10(q) 
earth-moving equipment, Reg. Sch:Cl. 22, 
Sch:Cl. 38 

separate class, election, Reg. 1101(51) 
electrical generating equipment, Reg. 
1100(1)(t), (ta), Reg. Sch. ICl. 1(k), Sch: 
II:Cl. 1(m), Sch. II:Cl. 2(a), Sch. I:Cl. 8(g), 
Sch. II:Cl. 9(e), Sch. T:Cl. 9(f), Sch. T:Cl. 
29. Sch. JECL34, Sch. Glo) 

electric energy producer/distributor, Reg. 

ae I:Cl. 2(c), Sch. JE:Cl. 8(f),: Sch. U:Cl. 

a 

used for mining, Reg. 1102(8)-(9.2), Reg. 

Sch, U:Cl. 10(r) 
electronic data-processing equipment, see 
Computer: capital cost allowance, Reg. Sch. 
I:Cl. 10(f), Sch. ICl- 29, Sch. If:Cl. 40 
employee’s automobile or aircraft, 8(1)Q)(@i), 
13(11), Reg. 1100(6) 
excess, 1975-76, defined, 138(12) 
farming and fishing property (pre-1972), Reg. 
1700-1704 ; 
fence, Reg. Sch. II:Cl. 6 

in amusement park, Reg. Sch. II:Cl. 37 
fibre optic. cable, Reg. Sch. I:Cl. 42 
50% rule, Reg. 1100(2)-(2.4) 

non-arm’s length exception, Reg. 1102(20) . 
film production, see Canadian film or video 
production 
films and video tapes, Reg. 1100(21)-(23), 
1104(2), (10) 
first-year rule, Reg. 1100(2)-(2.4) 
fishing vessels, Reg. 1100(1)(i) 

separate classes, Reg. 1101(2) 
franchise, Reg. 1100(1)(c), 1100(9), Reg. 
Sci tbCh. id 
gas manufacturing/distributing equipment, 
Reg. Sch. If:Cl. I(n), Sch. II:Cl. 2(d) 
generating equipment, Reg. 1100(1)(t), (ta), 
Reg. Sch. II:Cl. 1(k), Sch. I:Cl. I(m), Sch. 
II:Cl. 2(a), Sch. II:Cl. 2(c), Sch. IC. 8(f), 
Sch. II:Cl. 8(g), Sch. II:Cl. 9(a), Sch. I[:CI. 
9(e), Sch. II:Cl. 9(f), Sch. T:Cl. 29, Sch. 
I:Cl. 34, Sch. I:Cl. 40 
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Capital cost allowance (cont’d 

* grain storage facilities, Reg. 1100(1)(sb) 
* greenhouse, Reg. Sch. II:Cl. 6 z 
¢ half-year rule, Reg. 1100(2)-(2.4) 

e harness, Reg. Sch. II:Cl. 10(c) | 

* heat production/distribution equipment, Reg. 


Sch. I-CI 1€p)"Sch, FRCL Aza +? : 
¢ heat recovery equipment, Reg. Sch. II:Cl. 34 ; 
¢ heavy water, Reg. Sch. II:Cl. 26 3 


¢ hydro electric installation, Reg. Sch. I:Cl. 34 ° 


¢ industrial mineral mines, Reg. 1100(1)(g), 
Reg. Sch. V 


¢ insurer, 13(22) . 
¢ jetty, Reg. Sch. I:Cl. 1(e), Sch. If:Cl. 3 
e jig; Ree sSch. TI-Cl.-12(d) 

¢ kiln, Reg. Sch. I:Cl. 8 

e kitchen utensils, Reg. Sch. II:Cl. 12(c) 


e land excluded, Reg. 1102(2) ; 
¢ last, Reg. Sch. I:Cl. 12(d) ; 
¢ lease option agreements, separate classes, 
Reg. 1101(5) a 
¢ leased properties A 
ee buildings on, Reg. 1102(5) ‘ 
** improvements to, Reg. 1102(4) 
¢ leasehold interest, Reg. 1100(1)(b), ° 
LTD gee Reg. Sch. I:Cl. 13, Reg. Sch. “ 
** acquired before 1949, Reg. 1102(6) : 
e¢ Expo ’67 or ’86, Reg. Sch. II:Cl. 23 5 
*¢ — separate classes, Reg. 1101(Sh) s 
¢ leasing properties; Reg. 1100(15)—(20) ;: 
*¢ non-arm’s length exception, Reg. 1102(20). . 
** separate classes, 1101(5c) a 
* licence, Reg. Sch. II:Cl. 14 
¢ life insurer, 13(23) ° 
¢ linen, Reg. Sch. I[:Cl. 12(g) 
¢ logging equipment, Reg. Sch. II:Cl. 10(0) e 


¢ machinery/equipment, Reg. Sch. II:Cl. 8 
manufacturing/processing business, Reg. 
1102(15), (16) : 
excluded activities, Reg. 1104(9) 
new, in designated area 
a0 8 property used in, Reg. Sch. If:Cl. 21 
** property used in, Reg. Sch. If:CI. 29, Sch. ¥ 


II:Cl. 40, Sch. IL:Cl. 43 ° 
¢ marine railway, Reg. Sch. II:Cl. 7 ° 
¢ medical instruments, Reg. Sch. I:Cl. 12(e) 
¢ mine buildings, Reg. Sch. I:Cl. 10(g), Sch. y 
II:Cl. 41 
* mine equipment etc., Reg. Sch. [f:Cl. 10(k), . 
Sch. II:Cl. 10(), Sch. II:Cl. 10(m), Sch. ‘ 
IE:Cl. 41 ° 
* mine property, Reg. 1100(1)(w), (x), L1O0A, e 
Reg. Sch:-JI:Cl. 28, Sch. I:Cl} 41 “ 
* mine shaft etc., Reg. Sch. I:Cl. 12(f) - 
* mining, definitions, Reg. 1104(5)-(8) f 
¢ misclassified property, 13(6) 
¢ mold, Reg. Sch. II:Cl. 12(d) ° 


mole, Reg. Sch. II:Cl. 1(f), Sch. H:Cl.3 
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motion picture film, Reg. Sch. I:Cl. 10(s), 
Sch TECUAL8 


multiple-unit residential buildings, Reg. Sch. 
Lies lee sch il G75 


separate classes, Reg. 1101(5b) 
non-residents, Reg. 1102(3) 
none, while election in force, ITAR 26.1(2) 
offshore drilling vessels 

additional allowance, Reg. 1100(1)(va) 

separate classes, Reg. 1101(2b) 


oil or gas well equipment, Reg. Sch. II:Cl. 
10q), Sch. I:Ch. 41 


oil refinery property, Reg. Sch. I:Cl. 10(u), 
Sch. I:Cl. 41 


oil storage tank, Reg: Sch. II:Cl. 6, Sch. 
I:Cl. 29, Sch. II:Cl. 40 


outdoor advertising structures, Reg. Sch. 
I:Cl. 8(), Sch. Us:Cl. 11. 

separate class, election, Reg. 1101(51) 
overburden removal cost, Reg. Sch. AT Cib 
12(q) 
parking area, Reg. Sch. II:Cl. 1(g) 

for mine, Reg. Sch. II:Cl. 10d) 


part-year resident’s otherwise-Class 8 
property, Reg. Sch. I:Cl. 19 


partnership property, excluded, Reg. 1102(1a) 


patent, Reg. 1 Aa iG 1100(9), Reg. Sch. 
I:Cl. 14, Sch. If:Cl. 4 


pattern, Reg. Sch. ay 12(d) 
pinball machine, Reg. Sch. I:Cl. 16(f) 
pipeline, Reg. Sch. I:Cl. 1(), Sch. I:Cl. 2(b) 
for mine, Reg. Sch. II:Cl. 10(1) 
separate classes, Reg. 1101(5i), (5)) 


pollution control equipment, Reg. 1100(1)(t), 
Reg. Sch. I:Cl. 24, Sch. I:Cl. 27 


prescribed classes of depreciable property, 
Reg. 1105 


property acquired by transfer, amalgamation 
or winding- up: Reg. 1102(14), (14.1) 
non-arm’s length exception, Reg. 1102(20) 
property acquired in the year, Reg. 
1100(2)-(2.4) 
non-arm’s length exception, Reg. 1102(20) 
property not included in classes, Reg. 1102 
pulp mill, Reg. Sch. U:Cl. 5 
radar equipment, Reg. Sch. II:Cl. 9 


radio communication equipment, Reg. Sch. 
T:@iy 8y-Sch.pll-Cla9 


railway cars, Reg. 1100(1)(z), (z.la), Reg. 
Sch. H:Cl. 35 


separate classes, Reg. 1101(5d), (Sd.1) 
railway locomotive, Reg. Sch. II:Cl..6 
railway property, Reg. 1100(1)(zc) 
railway sidings, Reg. 1100(8) 
railway system, Reg. Sch. I:Cl. 4 
railway tank car, Reg. Sch. II:Cl. 6 
railway track, Reg. 1100(1)(za.1), (zb), Reg. 
Sch. II:Cl. 1(h) 


for mine, Reg. Sch. II:Cl. 10¢m), Sch. 
IcCl. 41 
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Capital cost allowance ( cont'd) 


separate classes, Reg. 1101(5e), (Se.1) 
railway traffic control equipment, Reg. Sch. 
II:Cl. 1(i) 
rapid transit car, Reg. Sch. If:Cl. 8 
rates for various classes of property, Reg. 
1100(1) 
recapture provisions, 13(1); ITAR 20(2) 
passenger vehicle, 13(2) 
R&D expenditures previously deducted, 
37(6) 
ribet where property replaced, 13(4), 
1) 
vessels, 13(13), (15), (16) 
reclassification of property, 13(5) 
recreational property, Reg. 1102(17) 
regulations, Reg. Part XI 
rental properties, Reg. 1100(11)—(14.2) 
non-arm’s length exception, Reg. 1102(20) 
separate class for each, Reg. 
1101(1ac)—(lae) 
revocation of certificates (Class 34 
properties), Reg. 1104(11) 
river improvements, Reg. 1102(7) 
roadway, Reg. Sch. II:Cl. 1(g), Sch. I:Cl. 17 
for mine, Reg. Sch. II:Cl. 10(1) 
iin skating rink floor, Reg. Sch. II:Cl. 
i 
rowboat, Reg. Sch. II:Cl. 7 
rules re property, Reg. 1102 
runway, see airplane runway (above) 
scale, metric, for retail use, Reg. Sch. II:Cl. 
12(p) 
scow, Reg. Sch. I:Cl. 7 


separate classes, see Separate classes for 
capital cost allowance 


sidewalk, Reg. Sch. II:Cl. 1(g) 
sleigh, Reg. Sch. II:Cl. 10(d) 
software, see computer software (above) 
solar heating equipment, Reg. Sch. II:Cl. 34 
stable equipment, Reg. Sch. II:Cl. 10(c) 
ot generating equipment, Reg. Sch. II:Cl. 
storage area, Reg. Sch. II:Cl. 1(g) 

for mine, Reg. Sch. II:Cl. 10(1) 
subway, Reg. Sch. II:Cl. 1G) 


systems software, Reg. 1104(2), Reg. Sch. 
II:Cl. 10(f), Sch. If:Cl. 29, Sch. If:Cl. 40 


tableware, Reg. Sch. I:Cl. 12(b) 
tangible capital property not elsewhere 
specified, Reg. Sch. II:Cl. 8(i) 

tank (oil or water), Reg. Sch. II:Cl. 8 
taxation year less than 12 months, Reg. 
1100(3) 

taxicab, Reg. Sch. I:Cl. 16 


telecommunication spacecraft, Reg. Sch. 
II:Cl. 10(f.2), Sch. H:Cl. 30 


separate classes, Reg. 1101(5a) 


* telephone/telegraph equipment, Reg. Sch. 


TC), 32Schei:Ciu t/ 


telephone/telegraph system, Reg. Sch. ILCl. 
17 


television commercial, Reg. Sch. I:Cl. 12(m) 
terminal loss, 20(16) 

limitation re passenger vehicles, 20(16.1) 
timber cutting/clearing equipment etc., Reg. 
Sch. II:Cl. 10(m), Sch. I:Cl. 15 
timber limits and cutting rights, Reg. 
1100(1)(e) 

separate classes, Reg. 1101(3) 
timber resource property, Reg. Sch. II:Cl. 33 
tools 


portable, for rental, Reg. Sch. II:Cl. 10(b), 
Sch. IL:Cl. 29, Sch. II:Cl. 40 


small, Reg. Sch. II:Cl. 12(h) 
“total depreciation” defined, 13(21) 
townsite costs for mine, Reg. 1102(18) [to be 
repealed], Reg. Sch. II:Cl. 100) 
trailer, Reg. Sch. II:Cl. 10(e) 
tramways, Reg. Sch. I:Cl. 4 
transferred property, 13(5) 


trestles, Reg. 1100(1)(za.2), (zb), Reg. Sch. 
II:Cl. 3 


separate classes, Reg. 1101(Se.2), (Sf) 
tunnel, Reg. Sch. II:Cl. 19) 
undepreciated capital cost, defined, 13(21) 


underground storage cost, Reg. Sch. I:Cl. 
10(f.1), Sch. H:Cl. 41 


uniforms, Reg. Sch. II:Cl. 12(k) 

vat, Reg. Sch. II:Cl. 8 

vessels, Reg. 1101(2)-(2b), Reg. Sch. II:Cl. 7 
certified, Reg. 1100(1)(v), 1101(2a) 
separate classes, Reg. 1101(2)—-(2b) 

video game, Reg. Sch. II:Cl. 16(f) 


videotape, Reg. Sch. II:Cl. 10(s), Sch. I:Cl. 
12(), Sch. I:Cl. 12(m) 

videotape cassette for rental, Reg. Sch. II:Cl. 
12(r) ) 
wagon, Reg. Sch. I:Cl. 10(d) 

water distributing equipment, Reg. Sch. II:Cl. 
1(0), Sch. IE:Cl. 10(e) es 
water storage tank, Reg. Sch. II:Cl. 6,.Sch. 
II:Cl. 29, Sch. I:Cl. 40 


wharf, Reg. Sch. I:Cl. 3, Sch. Ii:Cl. 6 
for mine, Reg. Sch. II:Cl. 10(1) 

wind energy conversion system, Reg. Sch. 

II:Cl. 34 

windmill, Reg. Sch. I:Cl. 3 

woods assets, Reg. Sch. [V 


year 2000 compliant hardware/software, Reg. 
1100(1)(zg), (zh) 


Capital deduction 
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for financial institutions tax 


deducted in computing amount subject to 
tax, 190.1(1) 
defined, 190.15 

for large corporations tax 
deducted in computing amount subject to 
tax, 181.1(1)(b) 
defined, 181.5 


Index 


Capital dividend, 83(2) 

* account, see Capital dividend account 

* amalgamation, on, 87(2)(x)(ii) 

¢ election to treat.dividend as, 83(2), 
(2.2)-(2.4) 

** form and manner of making, Reg. 2101 

ee where not available, 83(2.1) 

¢ paid to non-resident, 212(2)(b). 

ee through trust, 212(1)(c)(ii). 

* private corporation, Reg. 2101 

Capital dividend account 

¢ amalgamation, on, 87(2)(z.1) 

* corporation ceasing to be exempt, 89(1. = 

¢ defined, 89(1) 

¢ “designated property” defined, 89(1) - 

¢ dividend payable betore May 7, 1974, ITAR 
32.1(4) 

° gift by corporation, 89(1)“capital dividend 
account’’(a)(i)(A) | 

* life insurance proceeds 


°° after May 23, 1985, 89(1)“capital dividend 
account’(d) 

°° before May 24, 1985; 89(1)“capital: 
dividend account’ (e) 


ee exclusion from anti-avoidance rule; |” 
83(2.3) 


* payment out of, see Capital dividend 


¢ prescribed labour-sponsored venture capital 
corporation, of, deemed nil, 131(11)(e) 


¢ where control acquired, 89(1.1) 

Capital element 

* annuity, of, deductible, 60(a) 

¢ blended payment, 16(1), (4), (5); 2041)09 
[repealed] 

* government annuity, of, 58(4) 

Capital gain, see also Capital gains and losses 

* allocation of 

ee credit union, by, 137(5.1), (5.2) 

* convertible property, 51 

¢ deduction, see Capital gains deduction 

¢« deemed 

*e capital gains stripping, 55(2)—-(5) 

e* debt forgiveness, 80(12) 

** negative adjusted cost base, 40(3) 

of passive partnership interest, 40(3.1) 

¢ defined, 39(1)(a),. 40(1 )(a) | 

¢ dividend instead of, on disposition of share 
of foreign affiliate, 93(1) 

* donation of publicly traded shares, 38(a.1) 

* exchanges of property, 44 

¢ failure to report, 110.6(6) 

* foreign affiliate, of 

ee election re, Reg. 5902 

* income, 3 . 

¢ life insurer’s pre-1969 property, 138(11.2) 

¢ listed personal property . 

ee taxable net gain, 41 


¢ non-resident, 115(1)(b) 
**  prorating for gains before May 1995, 
40(9) 


* not included in income from property, 9(3) 
* principal residence 

** exemption, 40(2)(b) - 

e*  farmer’s, 40(2)(c) 

* recovery of bad debt, 39(11) 

* reserve, see Reserve: capital gain 

e shares, donation of, 38(a.1) 

* specified, deductions for, 1206: 1) 

* stripping, 55(2)- (5) 

* taxable 


ee beneficiary’s, clinic by trust, 
104(21.1), (21.2) ! 

ee defined, 38(a), 248(1) 

ee definitions, 54 >. 3°. 

ee excluded from income of certain exempt 
organizations, 149(2) 

ee foreign affiliate, of, 95(2)(f). 

e¢ © insurer’s, 138(2)(b), 142 

ee net, of trust, 104(21.3) 

*¢ partnership, of, 96(1.7) 

*¢  trust’s, designation to beneficiary, Atay , 

° taxed 

e* — defined, 130(3) 

* treaty rules, Canada—U.S. Tax Convention 

"Arteki 
Capital gains and losses, 
gain; Capital loss 


¢ adjusted cost base of property owned on Dec. 
31/71, ITAR 26(3), (4)... 


¢ application of subdivision c, ITAR..26(1) 
¢ becoming resident, on, 128.1(1)(b) 
* ceasing to be resident, on, 128.1(4)(b) 


¢ deemed, from property transferred to spouse, 
74.2(2) 


¢ deemed acquisition or disposal of property, 
45. 


see also Capital 


¢ disposition after Thao 18/71 where not at 
arm’s length, ITAR 26(5) 


¢ disposition before 1972, ITAR 26(5) 
¢ disposition subject to warranty, 42 


¢ disposition to corporation. controlling or 
controlled by taxpayer, 40(2)(a)(1) 


e dividend in kind, cost of, 52(2) 


* election re cost of property owned:on Dec. 
31/71, ITAR 26(7) 


¢ employees profit sharing plan, allocated 
under, 144(4)—(4.2) 

* exempt person, of, 40(2)(a)(i) 

¢ fair market value of securities, ITAR 26(11) 

* foreign affiliate, of, 95(2)(f) 

* foreign exchange, 39(2) 

¢ identical properties, 47 

¢ “listed-personal-property loss” defined, 41(3) 

* lottery prize, 40(2)(f) 

* meaning of, 39(1) 
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Capital gains and losses (cont’d) 

* negative adjusted cost base deemed gain, 
40(3), (3.1) 

* non-resident taxpayer, 40(2)(a)(i) 

° options, see Option 

* partial dispositions, 43 

* personal-use property, 46 

** corporation, 46(4) 

* prizes, 52(4) 

* property whose value included in income, 
cost of, 52(1) 

* purchase of bond etc. by issuer, 39(3) 

* reacquired property, ITAR 26(6) 

* right to receive from unit trust, cost of, 52(6) 

* rollover, see Rollover 

* stock dividends, 52(3) 

¢ Valuation Day, ITAR 24, 25 


Capital gains deduction, 110.6 

* allowable business investment loss, 
interaction, with, 39(9), 110.6(1)“annual 
gains limit”B(b), 110.6(1)“cumulative gains 
limit’(b) 

* anti-avoidance rules, 110.6(7)—(11) 

* beneficiary of trust, 104(21.2) 

¢ definitions, 110.6(1) 


¢ determination of income while not resident, 
110.6(13) 


¢ double-dipping restriction, see Cumulative net 
investment loss 


* election to trigger gain before corporation 
goes public, 48.1 

* election to trigger gain on Feb. 22/94, 
110.6(19)-(30); ITAR 26(29) 

** cumulative eligible capital, 14(1)(a)(v)D, 
14(9) 
depreciable capital property 

° cost, 13(7)(e.1) 


no recapture, 13(21)“undepreciated 
capital cost’F 


** excessive, 14(9), 110.6(19)(a)(i)(C)UD, 
110.6(22)(a)B, 110.6(28) 

** non-qualifying real property, 110.6(21) 

**¢ option, 40(3.2) 

** partnership interest, 110.6(23) 

** penalty for late election, 110.6(29) 

** principal residence, 40(2)(b)A, D, 40(7.1) 

*« shares from employee stock option, 
110.6(19)(a)()(A)B 

* failure to report gains, 110.6(6) 


* individual deemed resident in Canada, 
110.6(5) 


* interest expense, effect of, see Cumulative 
net investment loss 


* maximum, 110.6(4) 

* non-qualifying real property, defined, 
110.6(1) 

* other property, 110.6(3) 

* prescribed shares, Reg. 6205 

* qualified farm property, 110.6(2) 


* qualified small business corporation shares, 
110.6(2.1) 

¢ real property, limitations, 110.6(1)“annual 
gains limit” “eligible real property gain” 

* specified capital gains, 126(5.1) 

* spousal trust, of, 110.6(12) 


¢ where amount deemed proceeds of 
disposition rather than dividend, 183.1(7) 


* where not permitted, 110.6(7), (8), (11) 

Capital gains dividend 

* investment corporation, Reg. 2104 

* mortgage investment corporation, 130.1(4), 
Reg. 2104.1 


¢ mutual fund corporation, 131(1)-(1.4), Reg. 
2104 


* non-resident-owned investment corporations, 
133(7.1), Reg. 2105 
Capital gains dividend account 


* mutual fund corporation, 131(6)“capital gains 
dividend account” 


° Noes ae 10K investment corporation, 
) 

ee defined, 133(8) 

Capital gains exemption, see Capital gains 

deduction 

Capital gains redemptions 

¢ mutual fund corporation, 131(6)“capital gains 
redemptions” 

¢ mutual fund trust, of, 132(1) 

ee defined, 132(4) 

Capital gains refund 

¢ investment corporation, 130(2) 

¢ mutual fund corporation, to, 131(2), (3) 

ee interest on, 131(3.1) 

* mutual fund trust, to, 132(1), (2) 

ee interest on, 132(2.1) 

Capital gains stripping 

* anti-avoidance rules, 55(2), (3.1) 

* exemption for butterfly transaction, 55(3)(b) 

*e« exclusion for cross-border purchase 

butterfly, 55(3.1) 


Capital interest (in a trust), see Trust (or 

estate): capital interest in 

Capital loss, see also Capital gains and losses; 

Net capital loss 

¢ allowable 

ee defined, 38(b) 

ee foreign affiliate, of, 95(2)(f) 

ee partnership, of, 96(1.7) 

¢ bad debt, 50(1) 

¢¢  personal-use property, 50(2) 

deduction for, 3 

¢ defined, 39(1)(b) 

¢ disposition of bond, etc., by corporation, 
40(2)(d) 

¢ disposition of debt, limitations on, 40(2)(e.1), 
(e.2), 40(2)(g) Gi) 

¢ disposition of property to affiliated person, 
40(3.3), (3.4) 


2734 


Index 


Capital loss (cont’d) 
disposition of property to person controlling 
a eel by corporate taxpayer, 40(3.3), 

¢ Jlabour-sponsored venture capital corporation, 
disposition of shares of, 40(2)(1) 

* net, see Net capital loss 

¢ not included in loss from property, 9(3) 

* personal-use property, 40(2)(g)(i1i) 

¢ pre-1986 balance, defined, 111(8) 

* reassessment, 152(6)(a) 

¢ restricted, 40(2), see also Stop-loss; rules 

* scientific research tax credit, unused, 39(8) 

¢ shares of bankrupt corporation, 50(1) 

¢ shares of controlled corporation, disposition 
of, 40(2)(h) 

¢ shares of foreign affiliate, disposition of, 
93(2), (4) 

* stock savings plan, disposition of shares of, 
40(2)(4) : 

¢ stop-loss rules, see ‘Stop- “loss rules _ 

* superficial, 40(2)(g)(), 54“superficial loss” 

* unused share-purchase tax credit, 39(7) 

* venture capital corporation, disposition of 
shares of, 40(2)(i) 

* warranty, outlay or expense under, 42. 

Capital property, see also Disposition of 

property; Property 

¢ adjusted cost base of, see Adjusted cost base 

* amalgamation, on,'53(6), 87(2)(€) — 

* certain shares deemed to be, 54.2 

¢ deceased taxpayer’s, 70(5) 

ee fair market value, 70(5.3) 

¢ defined, 54, 248(1); ITAR 26(42)*‘capital: 
property” 

¢ depreciable, see Depreciable property 

¢ eligible, see Eligible capital property 

* “eligible property” for transfer to corporation 
by shareholder, 85(1.1)(a) 

¢ gifts of, 118.1(6) 

¢¢ by corporation, 110.1(3) 

* non-depreciable 

e «change of control of corporation, 

111(4)(c)-(e) 

e share 

ee loss on, 112(3) 

¢ transfer of, to corporation, ITAR 26(5.2) 

Capital setoff adjustment, see Transfer pricing 

capital setoff adjustment 

Capital stock 

e “class” interpretation, 248(6) 

¢ tax-deferred preferred series, Reg. 2107 

Capital surplus, see Pre-1972 capital surplus on 

hand 

Capital tax 

¢ defined, re insurance reserves, Reg. 1408(1) 


e financial institutions tax, Part VI 
(190-190.24) 
¢ Large Corporations Tax, Part I.3 (181-181.8) 


* provincial, deductibility of, 18 

* treaty restrictions, Canada—U.S. Tax. 
‘Convention Art. XXII 

Capitalization, thin, 18(4)—(8) 

Capitalization of interest 

¢ election, 21 


Car, see Automobile; Passenger vehicle 

Career retraining, see Job retraining 

Caribbean Development Bank 

* bonds of, eligible for RRSP investment, Reg. 
4900(1)(1)(iv) 

Carrier | 

e RRIF, of, defined, 146.3(1)‘‘carrier” 

Carryback, see also Carryforward 

¢ charitable donations, from year of death, 
118.1(4) 

¢ losses, 111(1) 

¢¢ after amalgamation, 87(2.11) 

ee amendment to earlier return, 152(6)(c) 

¢* from estate, to taxpayer’s year of death, 

164(6) 

Carryforward 

¢ business losses, 111(1)(a) 

¢ Canadian life investment losses (Part XII.3 
tax), 211.1(2) © 

* capital losses (net-capital losses) 

ee against capital gains, 111(1)(b), 111(1.1) 

*¢ against other income in year of death, 

111(2) 

e* defined, 111(8)“‘net capital loss” 

e¢ pre-1986, against other income, 111(1.1) 

¢ charitable donations |. 

*¢ corporation, 110(1) 

°° credit, 118.1(1)“total charitable gifts” 

¢« deduction to corporation, 110.1(1)(a) 

ee individual, 118.1(1) 

¢ deposit insurance corporation, losses of, 
137.11 1)(a) © 

¢ disbursement excess of charity, 11 

¢ education credit, 118.61 

* expense, against reimbursement or assistance, 
12(2.2) 

¢ FAPI, foreign taxes, against, 91(4) 

° ie land disposed of by partnership, loss on, 

¢ farm losses, 111(1)(d) 

ee restricted, 111(1)(c) 


¢ foreign affiliate’s forgiven debt, 95(1)“foreign 
accrual property iricome”A.?2, 

¢ foreign tax credits, unused, 126(2)(a), 
126(2.3), 126(7) 

¢ gifts to charity 

e¢ credit, 118.1(1)“total charitable gifts” 

¢¢ deduction to corporation, 110.1(1)(a) 

* home office expenses, undeducted, 8(13)(C), 
18(12)(c) 

¢ interest paid on purchase of shares, 
20(1)(qq)(ii) 
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investment tax credit, unused, 127(5), 
127(9)investment tax credit’ (c)(ii) 


* legal fees to obtain retiring allowance or 
pension benefit, 60(0.1)(@) 


¢ limited partnership losses, 111(1)(e) 

¢ listed personal property losses, 41(2)(b) 

* minimum tax, 120.2(1) 

* moving expenses, 62(1) 

¢ net capital losses, see Capital loss 

* non-capital losses, 111(1)(a), 111(8)"non- 
capital loss” 

¢ non-deductible home office expenses, 
8(13)(c), 18(12)(c) 

¢ Part I.3 tax credit, unused, 125.3(1) 

¢ Part VI tax credit, unused, 125.2(1) 

¢ patronage dividends, 135(2.1) 

* pre-1986 capital losses, 111(1.1) 

¢ RRSP contributions not yet deducted, 
146(5)(a) 

¢ RRSP deduction room, 146(1)“RRSP 


deduction limit” “unused RRSP deduction 
room” 


¢ reduction of balances on debt forgiveness, 
80(3), (4) 

¢ refundable dividend tax on hand, 129(3)(c) 

* repayment of support payments, 60(c.2) : 

e research and development expenses, 37(1) 

partnership, disallowed, 96(1)(e.1) 

e restricted farm losses, 111(1)(c) 

¢ scientific research expenses, 37(1) 

* surtax credit, unused 

*e¢ against Part 1.3 tax, 181.1(4)(b) 

°° against Part VI tax, 190.1(3)(b) 

* tuition credit, 118.61 

Carrying charges 

e interest accrued on bond, 20(14) 


* interest paid, see Interest (monetary): 
deductible 


¢ safety deposit box rental, 9(1) 
Carrying on business in Canada 
e extended meaning of, 253 

¢ non-Canadian corporations 

°° additional tax, 219 

¢ non-resident, 115(1)(a) 

ee liability for tax on, 2(3)(b) 
* part-year resident, 114 | 


Carrying value (of property) 

e defined, 20.2(3) 

¢ foreign property rules 

ee defined, 206(1) 

¢ interest deductibility rules [draft] 
ee defined, 20.2(3) 


¢e limit on deductibility of interest relating to 


distributions, 20.2(3) 


Carryover of losses, see Carryback; 
Carryforward 
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Carve-out arrangements 

* resource properties acquired from tax-exempt 
person, 66.6 

Carved-out income 

¢ deduction under Part I, 66(14.6) 

e defined, 209(1) 

* partnership deemed person, 209(6) 

* tax on, 209(2) 

*¢ payment, 209(4) 

ee return, 209(3) 

Carved-out property 

e defined, 209(1) 

¢ definitions, 209(1) 

¢ exclusions from, Reg: 7600 

* prescribed property, Reg. 7600 

Cash flow adjustment 

¢ insurance corporation, Reg. 2412 

Cash method of computing income 

¢ becoming non-resident, on, 28(4), (4.1) 

¢ changing from, 28(3) | 

¢ defined, 28(1), 248(1) 

e farmers, fishermen, 28 

¢ non-resident ceasing to carry on business in 
Canada, 28(4), (4.1) 

Cash purchase ticket 

¢ grain, for . 

ee when amount included in income, 76(4) 

Cash register, electronic 

* capital cost allowance, Reg. Sch. II: Cl. 
12(s)(i1) 

Cash surrender value 

¢ of insurance policy, defined, 148(9), Reg. 
1404(2) [to be repealed], 1408(1) 

Catalyst 

* capital cost allowance for, Reg. Sch. II:Cl. 26 

Catheters and related products 

¢ medical expense credit, 118.2(2)(.1) 

Cattle 


¢ basic herd maintained since 1971, deduction, 
29 


breeding, 80.3(1)“breeding animals” (b) 
dairy farming, 248(1)“farming” 

exhibiting and raising, 248(1)“farming” 
inventory, valuation of, 28(1.2) 

Ceasing to be a financial institution, 
142.6(1)(a), (c) 

Ceasing to be qualifying environmental trust, 
107.3(3) 

Ceasing to be resident in Canada 

¢ deemed disposition of property, 128.1(4)(b) 


*e elections re, 128.1(4)(b)(iv), 128.1(4)(d), 
Reg. 1300, 1302 


e* exception, 128.1(4)(b)(v) 
e¢  stop-loss rules, 128.1(4)(f) 
¢ demand for payment of taxes owing, 226(1) 
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Ceasing to be resident in Canada (cont’d) 
¢ departure tax, see also deemed disposition of 
property (above) 


¢¢ additional tax on corporations, 219.1, 
219.3 


¢ farmer or fisherman, 28(4), (4.1) 


* moving to United Kingdom, Canada—U.K. 
Tax Convention Art. 13:9 


* moving to the United States, Canada-US. 
Tax Convention Art. XIII:6 


* negative cumulative eligible capital balance, 
14(8)(a) 

* payment of tax 

ee ~ election to defer, 159(4), Reg. 1301 


¢ seizure of goods and chattels for non- — 
payment of tax, 226(2) 

* to pursue research under grant, 115(2)(b.1) 

Ceasing to carry on business, see also Death 

of taxpayer; Sale: business, of; Winding-up 

* accounts receivable, 28(5) 

* business income of individual, effect on, 
34.1(8)(a), 34.2(6)(c)(i) 

¢ disposition of depreciable property after, 
13(8), 20(16.3) 

¢ eligible capital property, 24(1) 

¢ farming business, 28(4), (4.1), (5) 

¢ general rules, 22—25 

* subsequent transactions 


*e repayment of assistance, deduction relating 
to eligible capital expenditure, 20(1)(hh.1) 


ee sale of inventory, 23(1) 

Cemetery arrangements, sce Eligible funeral 

arrangement; Funeral services 

Cemetery care trust 

¢ defined, 148.1(1), 248(1) 

¢ excluded from various trust rules, 
108(1)“trust’’(e.1) 

Cemetery services 

° defined, 248(1) 

* provision of under eligible funeral 
arrangements, 148.1(2)(b)(1) 

Certificate 

° agenedting film or video production, 125.5(1), 
(6) 

* amount payable, re, 223(2) 

¢¢ application of, 223(1) 

¢e charge on land, 223(5), (6) 

ee costs, 223(4) 

*¢ registration in Court, 223(3) 


eee binding under provincial laws, 223(8) 
e oe proceedings re, 223(7) 
eee sale of property, 223(9) 


ee sale of property 


eee application by Minister for Federal 
Court order, 223(11) 
eee requirements re documentation, 223(10) 


*¢ total amount, “prescribed rate” sufficient 
details, 223(12) 


¢ before distribution of estate etc., 159(2) 

¢* failure to obtain, 159(3) : 

¢ Canadian film or video production, 125.4(1) 

* change of ownership, Reg. 502 

* clearance, 159(2), (3) 

¢ dispositions of property by non-resident, 
116(2), (4), (5.2) 


* ecologically sensitive land, 110.1(1)(d), 
118.1(1)“total ecological gifts” 


* employer’s, re employees’ expenses, 8(10) 

* exemption from non-resident tax, 
212(1)(b)fiv), 212(14); ITAR 10(5) 

¢ oil/gas well, re, 66.1(6)“Canadian exploration 
expense’’(d)(iv) 

°° ceasing to be valid, 66.1(10) 

* ownership, 234, Reg. 207 . 

* participation, Canadian Wheat Board, 161(5) 

Certification fee paid to bank, 20(1)(4) 

[repealed] 

Certifiable past service event 

¢ defined, Reg. 8300(1) 

Certified feature film 


¢ capital cost allowance, Reg. 1100(21)-(23), 
Reg. Sch. II:Cl. 12(n) 


ee add-back for minimum tax purposes, 
127.52(1)(c) 


¢ defined, Reg. 1104(2) 
¢ information returns, Reg. 225 
Certified production 


* capital cost allowance, Reg. 1100(21)—(23), ' 
Reg. Sch. II:Cl. 10(w), Sch. Il:Cl. 12(n) 


ee add-back for minimum tax purposes, 
127.52(1)(c) 


e* additional, Reg. 1100(1)() 

** separate class, Reg. 1101(5k), (51) 

¢ defined, Reg. 1104(2) 

¢ information returns, Reg. 225 

Certified property, defined, 127(9) 

Chamber of commerce 

* exemption, 149(1)(e), 149(2) 

¢ information return, whether required, 149(12) 
Change in use 

* capital property, 45 

¢ depreciable property, 13(7)(a), (b) 

* property of insurer, 138(11.3), (11.31) 
Change of control, see Control of corporation: 
change of 

Charging provisions, see Liability for tax 
Charitable donations/gifts, see Gifts and 
donations 


Charitable foundation, see also Charity; 
Private foundation; Public foundation; 
Registered charity 


¢ charitable purposes of, 149.1(6.1) 
* corporation controlled by, 149.1(12) 
¢ defined, 149.1(1) 


2737 


Index 


Charitable foundation (cont’d) 
¢ disbursement quota, 149. Rapa torMes Beet 
quota” Reg. 3701 


ee deliberate reduction of, tax on, 188(3), (4) 
¢ political activities of, 149.1(6.1) 


* prescribed amount, 149.1(1)“disbursement 
quota’C 


ee  Minister’s authority re determination of, 
149.1(1.2) 

¢ transfer of property 

*e tax on, 188(3), (4) 

¢ value of property, determination of, Reg. 
3702 

Charitable organization, 

Registered charity 

¢ business activities of, 149.1(6) 

¢ charitable activities of, 149.1(6.2) 

¢ defined, 149.1(1) 


¢ designation of registered charity as, 
149.1(6.3) 


* outside Canada, gifts to, 118.11) 

* political activities of, 149.1(6.2) 

* registration 

** application for, 248(1)registered charity” 
e¢ refusal by Minister 

eee deemed, 172(4)(a) 

ee refusal or revocation, appeal, 172(3)(a) 
ee revocation of, 149.1(2) 


* resources of, devoted to charitable activity, 
149.1(6) 


ee deemed, 149.1(10) 


° U.S. resident, Canada—U.S. Tax Convention 
Art. XXI 


* universities outside C anada, Reg. 3503, Reg. 
Sch. VIII 


¢ volunteers operating business, 
149.1(1)“related business” 

Charity, see also Registered charity 

° associated 

e* designation of, by Minister, 149.1(7) 

* charitable purposes, defined, 149.1(1) 

¢ defined, 149.1(1)‘charity” 


¢ disclosure of information by Revenue 
Canada, 241(3.2) 


¢ disposal of ecologically sensitive land, tax 
on, 207.31 


¢ donations to, see Gifts and donations 
¢ exemption, 149(1)(f) 

¢ gifts received, 149.1(12)(b) 

e Joan to donor, 118.1(16) 

¢ political activities, 149.1(1.1) 

¢ specified gifts, 149.1(1.1) 
Charity trusts, employees’ 

* receipts, Reg. 3502 

Chattels 

* seizure of, for unpaid tax, 225 
Cheque 

¢ dishonoured, 162(11) [repealed] 


see also Charity; 


Chief source of income 

e determination by Minister, 31 

Child, see also Dependant; Intergenerational 

transfers; Minor 

¢ adopted, 252(1) 

* defined, see extended meaning of (below) 

¢ dependent, 118(6)(a) 

e* credit for, 118(1)B(d), (e) 

¢ disposition of property to, 40(1.1) 

* extended meaning of, 70(10), 75.1(2), 
110.6(1), 252(1); “ITAR 20(1.11), 26(20) 

° ee farm corporation transferred to, 
70(9.3) 

¢ farm property transferred to, 44(1.1), 70(9); 
ITAR 26(18), ()) 

ee from spouse’s trust, 70(9.1) 

e infirm, credit, 118(1)B(d), (e) 

* maintenance payments for, see Support 
payments (spousal or child) 

* property transferred to 


** gain or loss deemed to be transferor’s, 
75.1 


* support of, deemed, 56(6), (7) 
Child Benefit, see Child Tax Benefit 


Child care expenses, 63 

* cross-border commuter, 63(4) 

¢ deduction for, 63(1), 63(2.2), 64.1 

* defined, 63(3) 

° “earned: income” defined, 63(3)“earned 
income” 

* eligible child, 63(3) “eligible child” 

* residents absent from Canada 

e¢ deduction, 64.1 

¢ school or university, attendance at, 63(2.2) 

° supporting person, 63(3)“supporting person” 

: taxpayer’ s income vs. supporting person’s 
income, 63(2), (2.1) 


Child support, see Support payments (spousal 
or child) 

Child support amount 

¢ defined, 56.1(4), 60.1(4) 

e whether deductible, 60(b), 60.1 

¢ whether taxable, 56(1)(b), 56.1 


Child Tax Benefit, 122.6—122.64 


* agreement with province to vary amount, 
122.63 

* amount of, 122.61(1) 

* attribution rules inapplicable to amounts paid, 
74.1(2) 

¢ confidentiality of information, 122.64 

¢ definitions, 122.6 


¢ eligible individual, 122.6, 122.62, Reg. 
6300-6302 


¢ indexing for inflation, 122.61(5) 


e not to be assigned, attached, garnished, etc., 
122.61(5) 


* part-year residents, 122.61(3) 


¢ Working Income Supplement, 
122.61(1L)A(c)C 
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Child tax credit, 122.2 (pre-1993) 

Chinaware 

* capital cost allowance for, Reg. Sch. II:Cl. 
12(b) 


Chiropractor, see Professional practice 


Christmas party exemption 

* to meal and entertainment restriction, 
67.1(2)(e) 

Chose in. action, as property, 248(1) 

Church, see also Charity 

¢ clergy employed by, deduction re residence, 
8(1)(c) 

Civilian War Pensions and Allowances Act 

* pension under, exempt, 81(1)(d) 

Claim liability 

e defined, insurance policy: reserves, defined, 
Reg. 1408(1) 

Claims, unpaid, see Insurance corporation: 

unpaid claims reserve adjustment » 

Classes of property, see Capital cost allowance 

Clawback 

¢ deduction from income for, 60(w) 


¢ disposition of labour-sponsored funds share, 
211.8(1) 


* old age security, 180.2 
* unemployment benefits, deduction, 60(v:1) 


Clear days 
¢ calculation of, Interpretation Act 27(1) 


Clearance certificate, 159(2) 
e failure to obtain, 159(3) 


Clearing or levelling farm land 
* cost deductible, 30 


Clergyman 


¢ allowance received by, deduction, 6(1)(b)(vi) © 


e residence, expense deductible, 8(1)(c) 

¢ travelling allowance not taxable, 6(1)(b)(v1) 

Closing business, see Ceasing to carry on 

business 

Club 

e dues, no deduction, 18(1)()(i) 

¢ exemption for, 149(1)(1), 149(2) 

ee deemed a trust, 149(5) 

¢ information return required, 149(12) 

Coal, see also Mineral resource 

¢ included in definition of “mineral”, 248(1) 

* mine, allocation of depletion allowance, 65(3) 

* royalties from, taxable, 12(1)(c)(v)(C) 

* royalties not deductible, 18(1)(m)(v)(C) 

Coal mine operator 

¢ defined, Reg. 1104(2), 1206(1) 

* services rendered by, Reg. 11046.1), 
1204(3)(c) 


Cod fishermen, see Fishing: compensation 
programs 


Cohabiting spouse 

¢ defined, 122.6 

Collateralized preferred shares 

¢ restriction on dividend deductibility, 112(2.4) 
Collection agreement 

¢ application of payments under, 228 
Collection of tax, 222—229 

* acquisition of tax debtor’s property, 224.2 


¢ by Internal Revenue Service, Canada—U.S. 
Tax Convention Art. XXVI A 


¢ debt to Her Majesty, as, 222 

¢ deduction or set-off, by, 224.1 

* garnishment, 224 

¢ in jeopardy, 164(1.2)—(1.31) 

ee proceedings, 225.2. . 

judge’s powers, 225.2(11), (12) 
judicial review of authorization, 
225.2(8)—(11) 

no appeal therefrom, 225.2(13) 

° See a of moneys seized from tax debtor, 


* restricted while objection or appeal 
underway, 225.1 


* seizure of chattels, 225 

* taxpayer leaving Canada or defaulting, 226 
College, see Tuition fees; University 
Colostomy pads, as medical expense, 
118.2(2)(i) 

Commencement 

° defined, Interpretation Act 35(1) 


Commencement day 

¢ defined, 56.1(4), 60.1(4) 
Commercial debt obligation, see also 
Commercial obligation 


* deemed issued where amount designated 
following debt forgiveness, 80.03(7)(b)(i) 


¢ defined, 80(1), 80.01(1), 80.02(1), 
80.03(1)(a), 80.04(1) 

¢ exchanged for other commercial debt 
obligation, 80(2)(h) 

¢ issued by partner, 80(2)(n) 

¢ issued by partnership, 80(15) 

¢ joint liability for, allocation, 80(2)(0) 

° settled by deceased’s estate, 80(2)(p), (q) 

Commercial obligation, see also Commercial 

debt obligation 

¢ defined, 80(1), 80.01(1), 80.02(1), 
80.03(1)(a), 80.04(1) 

¢ disposition of in exchange for another issued 
by same person, 40(2)(e.2) 

¢e addition to adjusted cost base, 53(1)(f.12) 


Commercial traveller, see Salesperson 


Commission 
¢ mutual fund, limited partnership financing, 


¢ unearned, reserve for, 32 
¢ withholding tax, 153(1)(g) 
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Commission agent 

e deductions, 8(1)(f) 

** automobile or aircraft costs, 8(1)(j), 8(9), 

13(11) - 

°° certificate of employer, 8(10) 

Commissioner of Customs and Revenue, see 

also Deputy Minister 

¢ appointed, Canada Customs and Revenue 
Agency Act s. 25 

Committee, return by, see also Legal 

representative 


¢ deemed to be legal representative, 
248(1)“‘legal representative” - 


¢ obligations of, 159 

¢ return required by, 150(3) 

Common-law spouse, 252(4) 

Common share, see also Share 

¢ consideration for property transferred to 
corporation, 85(1)(h) 

e defined, 248(1) 

Commonwealth 

¢ defined, Interpretation Act 35(1) 

Communal organizations 

¢ definitions, 143(4) —. 

¢ election to allocate gifts to members, 
143(371) 

e rules re, 143(1) 

¢ specification of member of family, effect of, 
143(5) 

* taxable income, election re, 143(2), (3) 

Communication of information, 241 


¢ charities, regarding, by Revenue Canada, 
149.1(15), 241(3.2) 


¢ Child Tax Benefit, 122.64; Reg. 3003 


¢ offence of unauthorized use. or. disclosure, 
239(2.2)—(2.22) 


¢ prohibition against, 241(1), (2) 

* province, to, Reg. 3003 

Community Development bonds, eligible for 

RRSP investment, Reg. 4900(1)(.1) 

Community Economic Development 

Corporation (Nova Scotia) 

¢ qualified investment for deferred income 
plans, Reg. 4900(1)(i.11) 

Commutation of annuity, payment on 

¢ source withholding, 153(1)(f) 

Commuter to United States 

¢ charitable gifts, 118.1(9) 

¢ child care expenses, 63(4) 

* tuition credit, 118.5(1)(c) 

*e transfer of, to supporting person, 118.9(1) 

Companies’ Creditors Arrangement Act 

* provisions override third-party garnishment, 
224(1.2) 

Compensation 

* certain payments exempt, 81(1)(d) 

* cod fisherman see Fishing: compensation 
programs 


¢ deferred profit sharing plan 


ee individual ceases to be employed by an 
employer, 147(5.11) 


¢ defined for RPP purposes, 147.1(1), Reg. 
8507 


C depreciable. property, for, 13(21)“proceeds of 
disposition” 


¢ from Federal Republic of Germany, exempt, 
81(1)(g) 

¢ limits pension contribution, 147.1(8), (9) 

e taxable, 5, 6, 9 

¢ to customer or client, trust income exempt, 
149(1)(w) 

Competent authority 


* agreement based on tax treaty deemed valid, 
115.1 


¢ arbitration of disputes, Canada—U.S. Tax 
Convention Art. XXVI:6 


¢ defined, Canada—U.S. Tax Convention Art. 
III: 1(g) 


¢ exchange of information, Canada—U.S. Tax 
Convention Art. XX VII 


* mutual agreement procedure, Canada-U.S. 
Tax Convention Art. XXV 
Complaint, see Information or complaint 


Complete period of reduced services 

¢ defined, Reg. 8300(1) 

Completion date (for qualifying home under 

Home Buyers’ Plan) 

¢ defined, 146.01(1) 

Compliance orders 

* conviction of offence, on, 238(2) 

Compound interest 

¢ deduction for, 20(1)(d) 

¢ late payments and refunds, 248(11) 

Computation of income, 3 

* amalgamation, on, 87(2)(c) 

¢ deductions, see Deductions in computing 
income; Deductions in computing income 
from business or property; Deductions in 


computing income from office or 
employment 


* insurance corporation, 138(1)-(6), (9) 


¢ limitation re inclusions and deductions, 
248(28) 


e non-resident insurer, 138(11.91) 

e* where insurance business transferred, 
138(11.92) 

Computation of tax, Reg. Part I 

* corporations, 123—125.1 

¢ deductions, see Deductions in computing tax 

e individuals, 117—122.3 

sek «rates. | bi (2) 

e Part I 

*e non-resident individual, 118.94 

Computation of taxable income, 110-114 


¢ deductions, see Deductions in computing 
taxable income 
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Computation of taxable income (cont’d) 


individual 
* order of application, 111.1 
¢ resident for part of year, 114, 114.1 


Computer 


capital cost allowance 
¢ classification, Reg. Sch. II:Cl. 10(f), Sch. 
II:Cl. 29, Sch: IEC. 40 
e “general-purpose electronic data 
processing equipment” defined, Reg. 
1104(2) 
* separate class for each property, Reg. 
1101(Sp) 
software, see Software 


Computer-operating aids 


medical expense, Reg. 5700(0) 


Computer software, see Software 
Computer software tax shelter property 


CCA claims limited to income from property, 
Reg. 1100(20.1) 


defined, Reg. 1100(20.2) 


excluded from leasing property rules, Reg. 
1100(17)(b) 


separate class, Reg. 1101 (5r) 


Concessions 


capital cost allowance, Reg. Phases 
1100(9), Reg. Sch. II:Cl. 14 


Conditional sale, repossession, see Surrender: 
of property to creditor 


Condominium corporation, 149(1)(1) 
Confederation Life failure 


group disability. insurance top-up payments, 
6(17), (18) 
¢ reimbursement payment to employer, 


8(1)(n.1) 


Confidentiality, see Communication of 
information 


Congregation, see Communal organizations 
Connected 


defined 

e for Part IV tax, 186(4) 

e for shareholder loans, 15(2.1) 
shareholder, defined, Reg. 4901(2)-(2.2) 


Conservation, see Energy: conservation 
property 

Conservation of the environment, see 
Ecological gifts 


Consideration, 


see also Inadequate 


considerations 


unreasonable 
¢ from non-resident, 247 
* rent, royalty, etc. 
ee non-resident, paid by, 247 
ee non-resident, paid to, 247 


Consolidation (of shares) 


effect on stock option rules, 110(1.5) 


Consolidation accounting method 

¢ prohibited for debt forgiveness reserve, 
61.3(1)(b)CG) 

¢ prohibited for purpose of Act, 248(24) 

Construction equipment 

¢ “qualified” defined, 127(9) 

Construction of building 

¢ soft costs, rules, 18(3.1)-(@3.7), sil Gt 


Constructive receipts 
* indirect payments, 56(2) 


Consul, see Diplomat — 

Consumer goods or services 

¢ defined, 135(4), Reg. 4901(2) 

Consumer Price Index | 

¢ defined, Reg. 8500(1) 

Consumer Price Index adjustment, see 

Indexing (for inflation) 

Containers 

¢ deposit received for, income, 12(1)(a)(ii) 

** repayment of, deductible, 20(1)(m.2) 

e reserve for, deductible, 20(1)(m)(iv) 

Contemporaneous documentation 

¢ required for transfer pricing audit purposes, 
247(4) 

Contiguous zome 

¢ defined, Interpretation Act 35(1) 


Continental shelf 


* application of legislation to, Interpretation 
Act 8(2.2) 


¢ defined, Interpretation Act 35(1) 
Contingency funds, Reg. 3202 


Contingent liability 
¢ limitation on deductibility, 18(1)(e) 


Continuance outside Canada, 219.1, 250(5.1) 

* treaty rule, Canada—U.S.'Tax Convention Art. 
IV:3 (Protocol) 

Continuity 

* previous version of Act, ITAR 75, 77 

“Contra” interest | 

* on instalment payments, 161(2.2) 

Contract | 

¢ annuity, see Annuity contract 

* employment, consideration for entering into, 


* investment, see Investment contract 

¢ life annuity, 148(10) 

* payments under, combined income and 
capital, 16(1) 

¢ pension plan, under, 254 

* person employed to negotiate 

** expenses incurred, deduction, 8(1)(f) 

certificate of employer, 8(10) 

Contract payment 

¢ defined, 127(9) : 

¢ included in income, 9(1), 12(1)(x) 
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Contract payment (cont’d) 
* paid, not counted as qualifying for ITC, 
127(11.1)(c) [repealed], 127(18) 


¢ prescribed amount, Reg. 4606 
Contractors’ movable equipment, Reg. Sch. 
II:Cl. 10(h), Sch. II:Cl. 22, Sch. I:Cl. 38 
Contravene 

¢ defined, Interpretation Act s.. 35(1) 


Contributed surplus 

¢ addition to adjusted cost base, 53(1)(c) 

¢ calculation of, 84(10), (11) 

* conversion into paid-up capital 

ee amalgamations, 87(2)(y) 

°¢ no dividend deemed, 84(1)(c.1)-(c.3) 
ee restrictions, 84(10) © 

Control of corporation, 112(6)(b), 256(1. Se 
see also Associated corporations 


* acquired after beginning of year, investment © 
tax credit, 127(9.2) 
* acquired before end of year, investment tax 
credit, 127(9.1) 
* acquisition of 
¢* because of death, effect on windup, 
88(1)(d.3) 
ee deemed time of, 256(9) 
°° exceptions, 256(7)(a) 
¢¢ no deduction for unused Part I.3 tax 
credit, 125.3(3) 
* amalgamation deemed not acini ea of, 
88(4) 
* certain shares excluded from fair market 
valuations, 256(1.6) 
¢ change of 
** adjusted cost base of non-depreciable 
capital property, 53(2)(b.2) 
ee adventure in the nature of trade, inventory 
writedown, 10(10) 
¢ application of unused surtax credit, 
181.1(7), 190.1(6) 
ee bad debts non-deductible, 111(5.3) 
ee business investment losses, 111(8)“net_. 
capital loss”C(b) 
*e Canadian resource expenses, reduction of, 
66.7(12) 
ee Canadian resource property acquired 
within 12 months, 66(11.4), (11.5) 
*¢ capital dividend account set to zero, 
89(1.1) 
ee debt forgiveness rules, 80(1)“relevant loss 
balance’’(d), (€) 
ee deductions for previously disallowed 
pregnant losses, 13(21.2)(e)(i1i)(D), 
14(12)(), 18(15)(b) (iii), 40(3.4)(b) (iii) 
°° deemed year-end, 249(4) 


¢¢ depreciable property acquired in 12-month 


period, 13(24), (25) 


ee disposal of Canadian resource pee 
66.7(14) 


ee disposal of foreign resource properties, 
66.7(15) 


ee election re cost of capital property, 
111(4)(e) 

*¢ exploration and development expenses, 
66(11), (11.3)—(11.5) 

** foreign resource expenses, reduction of, 
66.7(13) 

°* foreign resource property acquired within 
12 months, 66(11.4), (11.5) 


** inventory writedown for adventure in the 
nature of trade, 10(10) 


investment tax credit, 127(9.1), (9.2) 
loss carryover rules 
° anti-avoidance provision, 111(5.5) 
losses, deductibility, 111(5)—(5.4) 
meaning of, 256(7)(a) 
net capital loss non-deductible, 111(4) 
non-depreciable capital property, rules re, 
111(4)(c)+e) 
ee non-successor acquisitions of resource 
properties, 66.7(15) 
ee Part 1.3 tax credit carryover, 125.3(3) 
ee resource expenses, 66.7(10), (11) 
** scientific research and experimental 
development expenses, 37(1)(h) 
eee computation of, 37(6.1) 


¢e superficial loss rule inapplicable, 
54“superficial loss” (f) 


ee windup, 88(1)(c.3), (c.6) 
within 12 months of incorporation, 
66(1 1.5) 
corporation without share capital, 256(8.1) 
deemed not acquired, 256(7) 
deemed time of acquisition, 256(9) 
defined 
¢ directly or indirectly, 256(5.1) 
¢ for associated corporation rules, 256(6) 


e e e @ e e © 


for Part IV tax, 186(2) 

for stop-loss rules, 112(6)(b) 
in fact, 256(5.1) 
option, by, 251(5)(b) 
related groups, by, 251(5)(a) 
specified class of shares, defined, 256(1.1) 
Controlled corporation, 
* meaning, 256(5.1) 
“Controlled, directly or indirectly” 
* meaning, 256(5.1) 
Controlled foreign affiliate, 
affiliate 
¢ defined, 95(1), 248(1), Reg. 5907(1) 


¢ income earned by, taxed, 91(1), see also 
Foreign accrual property income ; 


¢ payment to, for services, constitutes FAPI, 
95(2)(b) 

Convention, see also Tax treaty 

¢ defined, for US social Ege credit, 
122-/Gh) 

Convention expenses 

¢ deductible, 20(10) 

ee where fee includes meals, 61. 1(3) 


see also Corporation 


see also Foreign 
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Convention expenses (cont'd) 

¢ disallowed as R&D expense, Reg. 
2902(a)(1)(F) 

¢ held in United States, Canada—U.S. Tax 
Treaty, Art. XXV:9 

Convention refugee, see Refugee 


Conversion 

¢ bond, deemed cost of, 51.1 

¢ debt into debt (commercial debt obligation), 
80(2)(h) 

¢ debt into shares, 51, 80(2)(g), (g.1) 


* provincial life insurance corporation to 
mutual, 139 


¢ shares into other shares, 86(1) 

¢ vessel, of 

¢¢ defined, 13(21)“appropriate minister” 
“conversion” and “conversion cost” 

Conversion cost 

¢ vessel, of 

deemed separate class, 13(14), (17) 

defined, 13(21)“appropriate minister” 

“conversion” and “conversion cost” 

Convertible debenture, see Convertible 

property 

Convertible obligation, 51.1 

Convertible property, 51; ITAR 26(24) 


* benefit conferred on non-arm’s length person, 


51(2) 

¢ “sift portion” of, 51(2) 

Cooling-off period 

¢ three years, labour-sponsored funds tax 
credit, 127.4(3) 

Cooperative corporations, 135, 136 

e investment tax credit, 127(6) 

¢ large corporations tax, whether exempt, 
181.13) 

¢ paid-up capital of, 89(1)“paid-up capital’(b) 

* patronage dividends, 135 

deduction, 20(1)(u) 

non-resident, to, 212(1)(g) 

¢ scientific research tax credit, 127.3(5) 

¢ share of, meaning, 248(1)“share” 

¢ share-purchase tax credit, 127.2(5) 

Coopers & Lybrand case overruled, 153(1.3) 

[repealed], 227(5) 

Copy of document 

* can be used in court proceedings, 231.5(1), 
244(9) 

Copyright 

¢ royalties paid to non-resident, exempt, 

212(1)(d)(vi), 212(9)(b) 
paid to U.S. resident, Canada—U.S. Tax 
Convention Art. XII:3(a) 

Corporate distributions tax, 183.1 

Corporate emigration, 219.1 


Corporate officers 
¢ accountability of, 242 


Index 


loans to, 80.4(1) 


Corporate partnerships 


small business deduction, 125(6) 


Corporate surtax, 123.2 
Corporation 


acquiring depreciable property 
change of control in 12-month period, 
13(24), (25) 
acquisition of own shares, deemed dividend, 
84(3) 
additional tax on excessive election, 184 


airline, taxable income earned in a province, 
Reg. 407 


allowance, re investment in property in 
Canada, 219(1)(j), Reg. 808 


amalgamation of, see Amalgamation 
annuity contract, interest in, 12.2 
appropriations of property by shareholders, 
15(1), 69(4) 
inadequate considerations, 69(5) 
appropriations to shareholders 
oa winding-up, deemed dividend, 84(2), 
assets disposed of to, for shares 
shares deemed capital property, 54.2 
associated, see Associated corporations 
bankrupt 
exempt from Part I.3 tax, 181.1(3)(b) 
exempt from Part IV tax, 186.1 
rules applicable, 128(1) 
becoming or ceasing to be exempt, 149(10) 
superficial loss rule inapplicable, 
54“superficial loss’’(g) 
becoming resident in Canada, 128.1(1) 
benefit conferred on shareholder, 15(1), (7) 
deemed, 15(9) 


bus operators, taxable income earned in a 
province, Reg. 409 
buying back shares for excessive amounts 
excess deemed dividend substitute, 
183.1(3), (4) 
“Canadian” 
defined, 89(1) 
“taxable” defined, 89(1)‘“‘taxable Canadian 
corporation” 
winding-up of, rules, 88(2) 
Canadian-controlled private, defined, 125(7) 
cancellation of shares, 84(3), (6) 
ceasing to be resident in Canada, 128.1(4) 
connected, 186(4) 
consolidation accounting method, prohibited, 
248(24) 
continuance outside Canada, 219.1, 250(5.1) 
control of, see Control of corporation 
controlled, 186(2) 
capital loss on property transferred to, 
40(3.3), (3.4) 
charitable foundation, by, 149.1(12) 


Index 


Corporation (cont'd) 
¢« disposition of shares of 


amalgamation, 87(2)(kk) 

ee exchanges of property, 44(7) 

e¢ share for share exchange, 85.1(2)(b) .. 

*e shares of, disposition of, 40(2)(h) 

* cooperative, see Cooperative corporations 

¢ Crown, see Crown corporation 

* deduction from tax, see Deductions in 
computing tax 

¢ deemed member of partnership, 125(6.1) 

* deemed not resident, 250(5) 

¢ deemed resident in Canada, 250(4) 

¢ defined, 248(1), Interpretation Acts. 35(1) 

° director of, see Director (of corporation) . 

¢ distributions, tax payable on, 183.1(2)..., 

*e¢ exceptions, 183.1(6) 

* divided business, Reg. 412 

¢ dividend received by, 112 


e* dividend rental arrangements, no 
deduction allowed, 112(2.3) 


e* — short-term preferred share, on, 112(2.3) 
ee where no deduction permitted,» 
112(2.1)-(2.9) 

¢ drilling, prospecting, exploration and 
development expenses, ITAR 29(11) 

* emigration of, 219.1 

* execution of documents, 236 

* exempt, see Exempt corporation; Exemptions 


¢ family farm, see Family farm 
corporation/partnership _ 


¢ farm loss 
¢*  carryforward rules where control changed, 
111(5)-(5.3). 

¢ fiscal period of, 249.1(1)(a), 249. 1(1)(b) G1) 

¢ foreign business corporation, see Foreign 
business corporation 

* gifts made by 

*e capital property, 110. 1G) 

ee charitable, 110.1(1)(a) 

ee deduction for, 110.1(1) 

ee Her Majesty, to, 110.1(1)(b) 

ee — institution, to, 110.1(1)(c) 

** partnership, by, 110.1(4) 

ee proof of, 110.1(2) 

¢ grain elevator operators 


** taxable income earned in a province, Reg. 
408 


¢ housing 
*¢ exemption, 149(1)(i), (n) 
¢ immigration of, 128.1 


* income of, defined, 125(7)“income of the 
corporation for the year from an active 
business” 

* incorporated in Canada, defined, 


248(1)“corporation” 
in Canada” 


eee 


“corporation incorporated 
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indirect payment to.person paid through 
intermediary as proceeds of disposition of 
property, 183.1(5) 

information return 


e- AbY pyar corporation, iat Part IV, 
LSC) e 


* tax under Part VII, 193(1) 
instalment payment of tax, 157(1), Reg. 5301 — 
¢ “first instalment base” defined, 161(9)(b) 
e insufficient, 161(2) 
oe limitation, 161(4.1) 
¢ “second instalment base” defined, 
161(9)(b) 
insurance, see Insurance corporation 
interest 
e accrued, 12(3)., 
e deduction by certain corporations, 
18(4)-(8) 
investment, see Investment corporation, 
issue of stock rights, 15(1)(c) 
ioe qualifying shares, refundable tax, 192, 


joint exploration, see Joint exploration 
corporation 


large, tax on, see Large corporations tax (Part 
13 MOIS 


life insurance, ‘see Life insurance pis aarp 
Life insurer 


life insurance policy, interest in, 12.2 
loan by 

* non-resident, to, 17 

* — persons connected with shareholder, to, 

15(2) 

e shareholder, to, 15(2) . 

ee non-residents, 15(2.2), (8) 

¢ wholly-owned subsidiary, to, 218 
loan to, attribution rules, 74.4 | 
manufacturing and processing, 125.1 


member of non-resident-controlled 
partnership 


° ones partnership income deemed nil, 
125(6.2)« 
mining 
* property, etc., expenses, ITAR 29(2)-(5) 
mortgage investment, 130.1 
municipal, exempt, 149(1)(d.5) 
mutual 


¢ provincial life insurance corporation 
converted into, 139 


mutual fund, see Mutual fund connor 
mutual insurance, exemption, 149(1)(m) 


net capital loss non-deductible if change in 
control of, 111(4) . 


90% or more owned pent pi 
* winding-up of, 88(1) 
non-arm’s length non-resident, transactions 
with 
* extended reassessment period, 
152(4)(b) (iit) 


Corporation (cont'd) 


return required, 233.1 
° offences and penalties, 162(10) 
non-capital loss 
re cyameia rules where montis changed, 
111(5)+(5.4) 
non-profit 
exemption, 149(2) 
for scientific research and development 
° annual information return, 149(7) 
. exemption, 149(1)q) 
non-resident, Reg. Part VIII 
branch tax, 219 


Index 


carrying on business in Canada, additional 


tars 219 
limitations on, 219.2 


taxable income earned in a province, Reg. 


413 


non-resident-owned investment, see Non- 
resident-owned investment corporation 


officer of, prosecution for offence of 
corporation, 242 


paid-up capital, see Paid-up capital 
patronage dividend 
deduction, 135 
paying dividends on taxable preferred shares 
tax payable, 191.1(1) 
payment of tax, 157 
instalments, 157(1) 
ai instalments not required, 157(2), 
payments to shareholders or prospective 
shareholders, 15(1), (7) 
pension, exempt, 149(1)(0.1), (0.2) 
personal-use property of, 46(4) 
pipeline operators, taxable income earned in 
a province, Reg. 411 
powers vested in, /nterpretation Act s. 21(1) 
predecessor, see Predecessor corporation 
preferred-rate amount 
credit union, 137(4.3) 
private, see Private corporation 


processing or fabricating, 66(15)“‘principal- 
business corporation” ITAR 29(4), (26) 


professional, see Professional corporation 


property appropriated to shareholder or 
prospective shareholder, 15(1), (7) 


provincial, exempt, 149(1)(d)—(d.4) 
provincial life insurance, converted into 
mutual, 139 
qualified small business, share of 
capital gains deduction, 110.6(2.1) 
defined, 110.6(1) 
related person, 110.6(14) 
rules re, 110.6(14) 
railway, see also Railway 
rates of tax, see Rates of tax 
real property rental etc. 
base level deduction, 18(2)(f), 18(2. 2) 


2745 


receiving dividends on taxable preferred 
shares 


tax payable, 187.2 
redemption of shares, 40(3.6), 84(3), (6) 
reduction of paid-up capital, deemed 
dividend, 84(4), (4.1) 
registered investment, 204.4—204.7 
related to another, 251(3) 

deemed, on amalgamation, 251(3.1), (3.2) 


transfer of Wabilitye for Part VI.1 tax, 
L913 


where deemed not, 112(2.9) 


reorganization of business, see 
Reorganization 


residence of, 250(5) 

corporate emigration, 219.1 

extended meaning, 250(4) 
returns 

to be filed, 150(1)(a), (e) 

where none filed, 150(1)(e) 
rules applicable to, 123—125.1 
scientific research and development (non- 
profit) 

annual information return, 149(7) 

exemption, 149(1)() 

rules as to income, 149(9) 


scientific research tax credit, refundable tax, 
195 


share-for-share exchange 
computation of paid-up capital, 85.1(2.1) 
ship operators, taxable income earned in a 
province, Reg. 410 
small business deduction, 125 
small business investment, Reg. 5101(1) 
exempt, 149(1)(0.3) 
spouse or minor, for 
property transferred or loaned to 
° amalgamation, corporation continued 
on, 87(2)G.7) 
status of certain corporations, ITAR 50, Reg. 
Part XLVUI 
“stop-loss” rule, 112(3)-(7) 
subject, 186 
deemed private corporation, 186(5) 
subsidiary, see Subsidiary 
successor, see Successor corporation 
surtax, 123.1 
tax abatement, 124 


tax on excessive capital dividend or capital 
gains dividend election, 184, 185 


tax on foreign property held in certain 
savings plans, 205-207 
tax rate, 123 
abatements, 124 
manufacturing or processing, 125.1 
small business deduction, 125 


taxable Canadian, defined, 89(1)‘taxable 
Canadian corporation” 


Index 


Corporation (cont'd) 
* taxable income earned in a province, Reg. 
Part IV 


ee divided businesses, Reg. 412 

* taxation year of, 249(1)(a), 249(3) 

¢ thinly capitalized 

ee interest not deductible, 18(4)-(6) 

eee exception, 18(8) 

* transactions with non-resident, non-arm’s 
length persons 

¢« extended reassessment period, 

152(4)(b) (Gi) 

ee information return, 233.1 

<8 offences and penalties re, 162(10) 

* transfer of property to 

ee attribution rules, 74.4 

** partnership, from, 85(2) 

ee shareholder, from, 85(1) 

cis. 8 eligible property, 85(1.1) 

* truck operators, taxable income earned in a 
province, Reg. 409 


e trust and loan, taxable income earned in a 
province, Reg. 405 


¢ when “controlled”, 112(6)(b) 

° wholly-owned subsidiary 

ee defined, 248(1) 

¢ without share capital, whether control 
acquired, 256(8.1) 

° winding-up of 

e¢ . distribution deemed dividend, 84(2), (6) 

Correspondence courses 

* education credit, full-time student, 118.6(2)B 

Cost, see also Adjusted cost base; Capital cost; 

Rollover 

* acquisition, of 

ee PE Ren owned Dec. 31/71, ITAR 26(3), 


** taxpayer becoming resident of Canada, 
ITAR 26(10) 
* property received from partnership, 98(3), (5) 
* property seized for non-payment of debt, 
79.1(6) | 
* property whose value included in income, 52 


¢ share of corporation that becomes resident in 
Canada, 52(8) 


* tax shelter investment, 143.2(6) 

Cost amount, see also Adjusted cost base 
¢ defined 

¢* for capital interest in a trust, 108(1) 
e¢ generally, 248(1) 

ee stock dividend, 52(3) 

Cost base of property, see also Adjusted cost 
base 

¢ additions to, 53(1) 

* adjustments to, 53 

¢ deductions from, 53(2) 

¢ “relevant” to foreign affiliate, 95(4) 


Costs, see Court: costs; Legal costs 


Costumes 

* capital cost allowance for, Reg. Sch. ICI. 
12(k) 

Counselling services 

* investment, see Investment counselling fees 

¢ value of, not included in employee’s income, 
6(1)(a)(iv) 

Countries, see Prescribed countries 


Coupons 

¢ cashed for non-resident, tax and statement 
required, 215(2), 234 

¢ identification of, 240(2) 

¢ ownership certificate required, 234 

¢ stripped bond, cost excluded from income 
when sold, 12(9.1) 

Court, see also Judge 

* appeal to, see Appeal; Tax Court of Canada 

* compliance orders, on conviction of an 
offence, 238(2) 

* costs 

e* awarded against taxpayer, treated as debt 

owing, 222.1 

Covenant 

¢ ecologically sensitive land, value when 
donated, 110.1(5), 188.1(12) 

“Created by the taxpayer’s will” 

° meaning of, 248(9.1) 

Credit-related gains and losses, effect on 

securities held, 142.4(7)B 

Credit union, see also Financial institution 
“allocation in proportion to borrowing” . 
defined, 137(6) 

¢ allocation of taxable dividends and capital 
gains, 137(5.1), (5.2) 

* “bonus interest payment” defined, 137(6) 

¢ deemed not to be private corporation, 137(7) 

¢ defined, 137(6), 248(1) On 

¢ deposit insurance corporation deemed not to 
be, 137.1(7) 

¢ disposition of Canadian security, 39(5)(b) 

¢ general provisions, 137 

* insurer established to provide insurance to 
members, Reg. 1404(2)“acquisition 
costs’’(a)(iil.1) 

¢ member, defined, 137(6) 

* member’s income, 137(5) 

¢ paid-up capital of, 89(1)“paid-up capital”(b) 

¢ payment of tax, 157(2) 

* reserves 

e* maximum cumulative, defined, 137(6) 

* share of, meaning, 248(1)“share” 

* small business deduction, 137(3), (4) 

* transitional, ITAR 58 

Creditable United States tax 

¢ defined, 122.7(1) 

Creditor, see also Loan 


* acceleration clause exercised by, 20(1)(n) 
¢ defined, 79(1), 79.1(1), 80.01(3) 
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Creditor (cont’d) 


property acquired on foreclosure by, 79: 
seizure of property by, 79.1 
surrender of property to, 79 


Credits, see Tax credits 


Cremation services, see Eligible funeral 
arrangement; Funeral services 


Crib death monitor, medical expense, Reg. 
5700(r) 


Criminal Injuries Compensation Board 


payments exempt, 81(1)(q), Reg. 6501 


Criminal proceedings 


secrecy provision not applicable, 241(3) 


Crop insurance program, see Farm Income. 
Protection Act; Drought region 


Cross-border amalgamation, 128.2 


Cross-border purchase butterfly, 55(1), (3.1), 
(3.2) 


Cross-border worker, see Commuter to United 
States 


Crown, see also Government 


corporation, see Crown corporation 

death of, Interpretation Act s. 46 

not bound by legislation, Interpretation Act s. 
17 


petroleum, natural gas etc. acquired from, for 
unreasonable consideration, 69(7) 


fair market value, 69(9) 


petroleum, natural gas etc. disposed of to, for 
unreasonable consideration, 69(6) 
certain persons deemed to be same person, 
69(10) 
fair market value, 69(8) 


Crown corporation 


corporation controlled by, not private 
corporation, 89(1)‘‘private corporation” 


debt held by federal government, excluded 
from capital tax, 181(1)“long-term debt” 


debt of, as qualified investment for RRSPs 
etc., Reg. 4900(1)(q) 
exemption for, 149(1)(d)-(d.4) 
excluded where prescribed, 27(2) ° 
federal, prescribed, Reg. 7100 
prescribed, deemed not private corporation, 
27(2) 
subject to Part I tax, 27(2), 124(3) 
subject to Part I.3 tax, 181.71 
subject to Part IV.1 tax, 187.61 
subject to Part VI tax, 190.211 
subject to Part VI.1 tax, 191.4(3) 
transfer of unused resource expenses, 66.6(1) 


Crown foundations 


donations after February 18/97 
by corporation, 110.101 )(a)(viit) 
by individual, 118.1(1)“total charitable 
gifts’ (g.1) 


¢ donations before February 19/97 

by corporation, 110. 1(1)(b)(i1) 

by individual, 118.1(1)“total Crown 

gifts’(c) 

Crown royalties 

* inclusion in income, 12(1)(0), 69(6), (7) 

e limitation on deduction, 18(1)(m) 

Crutches 

* as medical expense, 118.2(2)(@) 

Cultural property, see also Art; Canadian 

Cultural Property Export Review Board 

e Canadian art, CCA claims allowed, Reg. 
1102(1)(e) 

¢ disposition of, 39(1)(a)G@.1) 

¢* by institution or public authority, tax on, 

207.3 

¢ excluded from capital gains rules, 
39(1)(a)G. 1b) 

¢ fair market value, determination of, 
118.1(10), (11) 


¢ gift of 

by corporation, 110.1¢1)(c) 

by individual, 118.1(1), (7.1) 

Culvert 

* capital cost allowance for, Reg. Sch. II:Cl. 
I(c) . 

Cumulative Canadian development expense, 

see also Canadian development expense 

¢ deduction for, 66.2(2) 

* reduction of, on debt forgiveness, 80(8)(c) 

¢ short taxation year, 66(13.1) 

Cumulative Canadian exploration expense, 

see also Canadian exploration expense 

¢ deduction for, 66.1(2), (3) 

¢ defined, 66.1(6) 

¢ reduction of, on debt forgiveness, 80(8)(b) 

e trust, of 

ee reduced by investment tax credit, 

127(12.3) 


Cumulative Canadian oil and gas property 
expense, see also Canadian oil and gas 
property expense 

¢ deduction for, 66.4(2) 

¢ defined, 66.4(5) 

¢ reduction of, on debt forgiveness, 80(8)(d) 
¢ short taxation year, 66(13.1) 


Cumulative deduction account 
¢ prescribed addition and deduction, Reg. 7200 
Cumulative eligible capital, see also Eligible 
capital property 

¢ amalgamation, on, 87(2)(f) 

* ceasing to carry on business, on, 24 

¢ deduction of 7% annually, 20(1)(b) 

¢ defined, 14(5), 248(1) 

* negative balance, recapture, 14(1) 


effect of capital gains exemption election, 
14(1)(a)(v)D 
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Cumulative eligible capital (cont'd) 

* partnership ceasing to exist, treatment of, 
98(3)(g), 98(5)(h) 

e reduction of, on debt forgiveness, 
14(5)“cumulative eligible capital’F:P.1, 80(7) 

“Cumulative gains limit’ defined, 110.6(1) 

* computation, on amalgamation, 87(2)(pp) 


Cumulative net investment loss 
¢ defined, 110.6(1) 


¢ reduced by taxable capital gains. where 
exemption not available, 110.6(1)“investment 
income’ ’(f) 


¢ reduces capital gains exemption available, 
110.6(1)““cumulative gains limit’ 110.6(2)(b), 
110.6(2.1)(b) 

Cumulative offset account 

* computation, on amalgamation, 87(2)(pp) 

¢ deduction from income, 66.5(1) 

¢e« change of control, 66.5(3) 

¢ defined, 66.5(2) 

* tax re, 196 

Cumulative reserve 

* maximum, of credit union, 137(6) 

Cumulative taxable income (of non-resident- 

owned investment corporation) 

¢ defined, 133(9) 

Curator, see also Legal representative 


¢ deemed to be legal representative, 
248(1)“‘legal representative“ 


¢ obligations of, 159 

* return required by, 150(3) 

Currency, see also Foreign exchange 

¢ blocked 

*¢ income in, postponement of tax, 161(6) 

¢ calculation of foreign affiliate’s gain or loss 
in, 95(2)(f) 

¢ fluctuation, see Foreign exchange: 
fluctuations in 


Current amount (on disposition of specified 
debt obligation), see also Residual portion (on 
disposition of specified debt obligation) 


¢ application of, 142.4(4) 

e defined, 142.4(7) 

Custodian (of eligible funeral arrangement) 

¢ defined, 148.1(1) 

¢ repayment of funds by, taxable, 148.1(3), 
212(1)(v) 

Custom Processing 

¢ treated as gross revenue from a mine, Reg. 
1104(5.1) 

Customs Act 

* communication of information for 
enforcement of, 241(4)(d)(1i) 

Cutlery 


* capital cost allowance for, Reg. 1100(1)(e), 
Reg. Sch. II:Cl. 12(b) 


Cutting rights 
* capital cost allowance, separate classes, Reg: 


1101(3) : 


D 
DPSP, see Deferred profit sharing plan ~ 
Daily compounding of interest, 248(11) 
Dairy, farming, 248(1)“farming” 
Dam 


* capital cost allowance, Reg. Sch. II:Cl. 1(d) 
*¢ for mine, Reg. Sch. II:Cl. 10d) 


Damages 

* wrongful dismissal, for, see Retiring 
allowance 

Dancer 

¢ deduction from employment income, 8(1)(q) 


Data communication equipment 

* capital cost allowance, Reg. Sch. II:Cl.3. 
Data processing equipment, see Computer 
Dates, see Deadlines; Filing deadlines; 
Reassessment 

Daughter-in-law, as child of taxpayer, 
252(1)(c) 

Day camp, see Child care expenses 

Day care, see Child care expenses 

Day of mailing 


¢ constitutes date assessment or determination 
made, 244(15) 


* presumed to be same as date appearing on 
notice, 244(14) 

Days 

¢ calculation of, Interpretation Act s. 27 

De facto control test 

¢ “controlled, directly or indirectly in any 
manner whatever’, 256(5.1) 

Deadlines 

° payment of tax, see Payment of tax 

* prosecution, see Limitation periods 

* reassessments, see Reassessment 

¢ returns, see Filing deadlines 


¢ tax remittances, see Remittance of taxes 
withheld 


¢ transfer pricing, see Documentation — due 
date 

Deaf person, see also Hearing impairment 

¢ devices to assist, business expense, 20(1)(rr) 

¢ disability credit, 118.3 

¢ guide dog, expenses, 118.2(2)(1) 

¢ lip reading or sign language training, 
118.2(2)(1.3) 

* medical expenses, 118.2(2), Reg. 5700 

¢ rehabilitative therapy, 118.2(2)(1.3) 

* sign language interpretation services, 
118.2(2)(.4) 

Dealer (or trader) 


¢ automobile, standby charge for sales 
employees, 6(2.1) 
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Dealer (or trader) (cont'd) 


Death, 


in resource rights, 66(5) 

in securities, see Securities: dealer, trader or 
agent 
see also Death of taxpayer — 


danger of, communication of taxpayer 
information relating to, 241(3.1) 


funeral arrangements, see Eligible funeral 
arrangement; ‘Funeral services 


taxpayer, of, see Death of taxpayer 


Death benefit 


e 


Canada Pension Plan, see Canada Pension 
Plan/Quebec Pension rst death benefit 


defined, 248(1) 
flowed through trust or estate, 104(28) 
income, 56(1)(a)(ili) 
income averaging, ITAR 40, see also 
Averaging of income; Income- averaging 
annuity contract 
lump sum 

transfer from RPP, 147.3(7) 
Saskatchewan Provincial Pension Plan, 
rollover to RRSP or RRIF, 60(1)(v)(B.2) 


used to purchase income- averaging annuity 
contract, deductible, 61(2)(c) 


¢ withholding of tax, 153(1)(d) 


Death duties 
¢ deduction of, from pension benefits etc., 


60(in) 
interest on, deductible, 60(d) 


Death of taxpayer 


e 


amounts receivable, 70(2) 
beneficiary of trust 
business income, effect on, 34.1(8)(a), 
34.2(6)(c)(ii) 
business year-end income inclusion, 34.1(9) 
bese” year-end not calendar year, 34.1(8), 

) 
capital losses deductible against all income, 
111(2) 
charitable donations carryback 

carryback, 118.1(4) 

claim against 100% of net income, 

118.1(1)total gifts” (a)(1) 

donation of non-qualifying security, 

118.115) 

made by will, deemed made in year of 

death, 118.1(5) 
° publicly traded securities, reduced 

capital gain, 38(a.1)(1i) 

computation of income on, 70(1) 


debt forgiveness rules do not apply to 
extinguishment of debt by bequest, 80(2)(a) 


debt obligation settled by estate, 80(2)(p), (q) 
deemed proceeds of disposition of property, 
70(5)—(10) 
disposition. of property on, 70(5)-(10) 
definitions, 70(10)“child” 
legal representative, by, 164(6) 
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ordering, 70(14) 


disposition of steht to share in partnership 
income, 96(1.5) 


elections, Reg. Part X 
eligible capital property, 70(5. 1) 
entitlement to benefits on 

deemed, spouse, 146(8.91) 

other, than spouse, by, 146(8.8), (8. Abd 
forward averaging, 110.4(4) 


funeral services provided from eligible 
funeral arrangement, no tax, 148.1(2)(b)(@) 


GST credit, 122.5(5)(c) 

separate return, 104(23)(d) 
gifts, time of, 118.1(4) 
instalments not required after, 156.1(3) 
investment tax credit, income inclusion re, 
70(1)(b) 
land inventories, 70(5.2) 


last annuitant under registered retirement 
income fund, 146.3(6)—(6.2) 


life estate in real property, ecabein ote of, 
43.1(2) 
minimum tax not applicable, 127.55 
net capital loss, 111(2) 
sr aehwihlaed adjustment for farming business, 
) 

occurrences as a consequence of, 248(8) 
partner return, 150(4) 
partnership 

value of rights or things, S300V(8ICV) 
partnership interest, transfer of, 100(3) 
payment by employer, see Death benefit 
payment of tax 

election to. pay in instalments, 159(5) 
property, passing to spouse or trust, 70(6) 
proprietor, return needed, 150(4) 
RPP contributions deductible, 147. 2(6) 
RRIF 


income inclusion to deceased, 146.3(6), 
(6.2) 
tax-paid amounts, see Tax-paid amount 
RRSP 
distribution to child or grandchild, deferral 
while under 18, 60(1)(v)(B.1) 
income inclusion to deceased, 146(8.8), 
(8.9) 
tax-paid amounts, see Tax-paid amount 
reserves not deductible, 72(1) 
resource properties, 70(5.2) 
return required, 150(1)(b), (e) 
where none filed, 150(1)(e) 
rights or things, 70(2) 
transferred to beneficiaries, 70(3) 
separate return, 70(2) 
minimum tax carryover not applicable to, 
120.2(4) 
single payment from deferred profit sharing 
plan, 147(10.1), (10.2) 


Death of taxpayer (cont'd) 


spouse or spouse trust, property transferred 
to, 70(6) 

stock options, effect on, 7(1)(e) 

tax on, 70(1), (5) 

termination of life estate, 43.1(2) 

transfer of partnership interest, 98.2 


Debenture, see Bond; Convertible property 


Debt, see also Commercial obligation; Debt 
obligation; Indebtedness 


amalgamation, on, 87(2)(h) 
assets acquired from foreign affiliate for 
settlement of, 80.1(5) 
assumption of, debt forgiveness rules do not 
apply, 80(1)“forgiven amount’’B(1) 
bad, see Bad debt 
deficiency, 84.2(2), (3) 
defined, re seizure of property by creditor, 
T9(1)5:-F9.101) 
disposition of, see Debt obligation: 
disposition of 
doubtful, reserve for, 12(1)(d), 20(1)() 
foreign currency, denominated in, 79(7); 
80(2)(k), 80.01(11) 
forgiveness, see Debt forgiveness 
long-term 

defined, 190(1) 
non-qualifying 

owing to registered charity, 189 

trust for benefit of spouse, 70(8)(b) 
owed by corporation, adjusted cost base, 
53(2)(p) 
parking, see Debt parking 
rescheduling or restructuring, expenses 
deductible, 20(1)(e)(i.2), 20(1)(e. 1) Gil) 
security received in satisfaction of, 76 
seizure of property for payment of 

effect on creditor, 79.1 

effect on debtor, 79 
settlement of, see Debt forgiveness 
share issued in settlement of, 80(2)(g), (g.1) 
statute-barred, deemed settled, 80.01(9) 

subsequent payments, 80.01(10) 
testamentary 

trust for benefit of spouse, 70(8)(c) 
unpaid tax, etc., as, 222 


Debt forgiveness, 80-—80.04, see also 
Settlement of debt 


amalgamation, on, 80.01(3) 

application of remaining balance 
adjusted cost base of capital property, 
53(2)(g.1), 80(9)—(1 1) 
allowable business investment loss 
carryforwards, 80(4)(a) 
capital cost of depreciable property, 
13(7.1)(g), 80(5) 
capital gain to absorb current capital 
losses, 80(12) 
capital property, 53(2)(g.1), 80(9)—(11) 


Index 
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cumulative Canadian. development 
expense, 66.2(5)*cumulative Canadian 
development expense’”M.1, 80(8)(c) 


cumulative Canadian exploration expense, 
66.1(6)“cumulative Canadian exploration 
expense’’J.1, 80(8)(b) 

cumulative Canadian oil and gas property 
expense, 66.4(5)“cumulative Canadian oil 
and gas property expense’’I.1, 80(8)(d) 
cumulative eligible capital, 
14(5)“cumulative eligible capital”F:P.1, 
80(2)(f), 80(7) 

farm losses, 80(3)(b) 

foreign exploration and development 
expenses, 66(4)(a)(i11), 80(8)(e) 

income inclusion, 80(13), (14) 

net capital losses, 80(4)(b) 

non-capital losses, 80(3)(a), 80(4)(a) 
ordering of rules, 80(2)(c), 248(27) 
related corporations’ shares and debt, 
53(2)(g.1), 8011) 

resource expenditures, 80(8) 

restricted farm losses, 31(1.1)(b), 80(3)(c) 


successor pools, 66.7(2)(a)(i1), 
66.7(3)(a)(1i), 66.7(4)(a)(iv), 66.7(5)(a)(ii1), 
80(8)(a) 


undepreciated capital cost pool, 80(5)(b), 
80(6) 


bequest or inheritance, rules do not apply, 
80(2)(a) 
corporation to shareholder, taxable benefit, 
15(1.2) 
death, rules do not apply, 80(2)(a) 
debt issued in settlement of debt, 80(2)(h) 
ae of deceased settled by estate, 80(2)(p), 
q 
employer to employee, taxable benefit, 6(15) 
foreign affiliate’s gain or loss on, 95(2)(i) 
foreign currency debt, 80(2)(k), 80.01(11) 
forgiven amount, see Forgiven amount (re 
settlement of debt) 
guarantee, payment under, 80(2)(1) 
history preservation rules, 47(1), 49(3.01), . 
51(1), 53(4)-(6), 86(4), 87(5.1), (6.1) 
reduction of adjusted cost base, 53(2)(g.1) 
income inclusion, 12(1)(z.3), 80(13), (14) 
corporation in financial difficulty, 61.3 
interest deemed to be separate obligation, 
80(2)(b) 
partnership, by, 80(15) 
R&D expenditures, effect on, 37(1)(f.1) 
reserve, 61.2-61.4 
residual balance 
defined, 80(14) 
income inclusion, 80(13) 
settlement, meaning of see Settiement of debt 
aay issued in settlement of debt, 80(2)(g), 
g.1) 
simultaneous settlement of obligations, 
80(2)(i) 
subsequent disposition, capital gain, 80.03(2) 


Index 


Debt forgiveness (cont’d) 
* surrender of property 


** by debtor to creditor, 79(3), 79.1 
** subsequent to debt forgiveness, 80.03(2) 


e ye of forgiven amount to related person, 
04 


¢ winding-up, 80.01(4) 
Debt obligation, see also Commercial 


obligation; Investment contract; Specified debt 

obligation 

* accrued interest on, 12(3)-(10) 

* adjusted cost base, 53(2)(1) 

* amalgamation, acquired in, 87(2)(e.2) 

* assumption of, expenses deductible, 

20(1)(e)(ii.2), 20(1)(e. 1) Git) 

e deduction for over-accrual, 20(21) 

¢ defined 

* discounted, see Bond: discount 

¢ disposition of 

** in exchange for other debt obligation, 

40(2)(e.2) 

ee addition to adjusted cost ‘base, 

53(1)(£.12) 

e* to related person, 40(2)(e.1) 

eee addition to adjusted cost base, 

53(1)(f.1), 11) 

** whether capital loss allowed, 40(2)(g)(i) 

* escalating interest, accrual, Reg. 7000(2)(c.1) 

** extended meaning of, 248(26) 

e+ for penalties, bonuses and rate reduction. 
payments, 18(9.1) 

¢* for prepaid interest rules, 18(9.2) 

** for purposes of scientific research tax 
credit, 127.3(2)“scientific research and 
experimental development tax credit”(d) 

e* generally, not defined 

¢ first registered holder of 

** election re scientific research tax credit, 
'127.3(9) 

* increasing interest rate, accrual, Reg. 

7000(2)(c.1) 

e interest on, 20(14.1) 

¢ issued by partnership, 80(13)E(a), 80(14)(b), 

80(15), (18) 

ee deemed, 80(2)(n) 

* owing by related person, no loss permitted on 

disposition, 40(2)(e.1) 

¢ partial obligation treated the same as entire 

obligation, 248(27) 
prescribed 

* accrued interest on, Reg. 7000 

e deemed accrual of interest, 12(9) 

ee exception, 12(9.1) 

qualifying, see Qualifying debt obligation 
settlement of, see Debt forgiveness 
specified, see Specified debt obligation 
used or held in insurance or moneylending 
business 
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ee eligible property” for transfer to 
corporation by shareholder, 85(1.1)(g) 


Debt parking, 80.01(6)—(8) 

¢ deemed settlement of debt, 80.01(8) 

* subsequent payment of debt, 80.01(10) 

Debt substitute share 

¢ defined, Canada—U.S. Tax Convention Art. 
XXIX A:5(c) 

Debtor 

¢ defined, 80(1), 80.01(1), 80.04(1) 

¢ gain on settlement of debts, 80(1), Reg. Part 
LIV 

Deceased person, see Death of taxpayer 


December 31, 1995 income 

e defined, 34.1(4)-(6), 34.2(1) 

Decline in value of property 

¢ inventory writedown, 10(1), (1.01), 

* rules preventing transfer of losses, 13(21.2), 
40(3.3), (3.4) 

Decoder sedi 

* television, visually displaying vocal portion 
of signal 

*¢ medical expense, Reg. 5700(q) 

Deduction 

° or set-off, recovery of taxes by, 224.1 

Deductions in computing income, see also 

Deductions in computing income from business 

or property; Deductions in computing income 

from office or employment; Deductions in 

computing taxable income | 


¢ alimony payments, 60(b) 

* amounts transferred as retiring allowance, 
60(j.1) 

* Canadian exploration expenses, 66.1(2), (3) 

¢ capital element of annuity, 60(a) 

* “carved-out income”, 66(14.6) 

¢ child care expenses, 63 

¢ cost of borrowed money, 21 


¢ costs re construction of building or ownership 
of land, 18(3.1)+3.7) 


* cumulative Canadian development expenses, 
66.2(2) 
ee short taxation year, 66(13.1) 


* cumulative Canadian oil and gas property 
expense, 66.4(2) 


ee short taxation year, 66(13.1) 


* cumulative eligible capital on ceasing 
business, 24 


* cumulative offset account, 66.5 

e deemed residents, 64.1 

¢ deposit insurance corporation, 137.1(3) 

ee« limitation, 137.1(4) 

dividend from foreign affiliate, re, 91(5) 

* employee benefit plan, 32.1 

¢ employer’s contributions 

ee deferred profit sharing plan, 147(8), (9) 
¢* employees profit sharing plan, 144(5) 


** registered supplementary unemployment 
benefit plan, 145 


Index 


Deductions in computing mcome (cont'd) : 


¢ estate tax applicable to certain property, . ¢ 
O(m) ° 
¢ foreign exploration and development | ° 
expenses, 66(4) ‘ 
ee short taxation year, 66(13.1)- 
¢ foreign taxes, re, 91(4) , ° 
* income-averaging annuity contract, 61(1) ° 
* insurance corporation ° 
*¢ amounts paid or credited to policyholders, ° 
140(1) A 
¢ interest on death duties, 60(d) 
¢ legal expenses of collecting or establishing 
right to pension benefit etc., 60(0.1) . 
* maintenance payments, 60(b), (c), 60.1. A 
¢ mental/physical impairment | . 
¢¢ attendant care expenses, 64 é ° 
e mortgage on depreciable property, loss from a 
sale of, 20(5), (5.1) 
e moving expenses, 62 a . 
¢ Part 1.2 tax payable, 60(w) 
¢ /patronage dividend, 135(1) . ‘ 
** carryover of, 135(2.1) 
*/ provincial pension plan contributions, 60(v) ° 
¢ RPP, actuarial surplus payment, 60(j.01) . 
« RRSP, premiums under, 6001) © >» - 
» refund of income payments, 60(q) — 
¢ refund of RRSP premium tnsteree to < 
annuity, 60(1) ° 
/e refund of undeducted past service additional ° 
voluntary contributions, 60.2(1) ‘ 


© repayment of overpayment of certain benefits, . 
60(n) 

* repayment of policy loan, 60(s) 

¢ residents absent from Canada, 64.1 


¢ resource and processing allowances, Reg. 
Part XII 


* resource expenses 

e * successor corporation, 66.7 

* retirement compensation arrangement ; 
benefit from, 60(t) i 
ee contributions to, 20(1)(r) i 


disposition of interest in, 60(u) 

* scientific research and experimental 
development, 37 

* spousal RRSP, amounts transferred to, 60(j.2) 

* succession duties applicable to certain 


property, 60(m.1) . 
* superannuation benefits transferred to another 

plan, 60(j) $ 
* support payments, 60(b), (c); 60.1 ; 
¢ trusts of, 104(6)-(8) : 


ee non-resident beneficiartes, for, 104(10) 
¢ uncollectible proceeds of sepa, 
20(4)-(4.2) ° 


Deductions in computing income from 

business or property, see also Deductions in 
computing income ° 
¢ accrued interest on transferred bond, 20(14) ° 
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amount deemed to be tax payable, 20(1)(1l) 
bad debts, 20(1)(p) 

banks, 26(2) 

cancellation of lease, 20(1)(z), (z.1) 


capital cost allowance, see Capital cost 
allowance 


cumulative eligible capital amount, 20(1)(b) 
depletion, see Depletion allowances 
discount on certain obligations, 20(1)(f) 
dividend from foreign affiliate, 20(13) 
employer’s contributions 
deferred profit sharing plan; 20(1)(y), 
147(8), (9) 
pension plan, 20(1)(q), 147.2(1) 
° limitation, 20(22) 
° special, 20(1)(r) 
profit sharing plan, 20(1)(w) 
supplementary unemployment benefit plan, 
20(1)(x) 
expense of issuing shares or atau 
money, 20(1)(e) 
exploration and development grants, 
20(1)(kk) 
foreign taxes 
exceeding 15%, 20(11) 
guarantee fees etc., 20(1)(e.1) 


‘injection substances, 20(1)(11) 


‘interest 


accrued on purchased bond, 20(14) 
compound, 20(1)(d) 
paid on borrowed money, 20(1)(c) 
inventory adjustment, 20(1)(ii) 
investigation of site, 20(1)(dd) 
investment counsel fee, 20(1)(bb) 
landscaping, 20(1)(aa) 
life insurance corporation, 138(3) 
limitations on, 18(1), (11) 
mineral resources, 65 
mining taxes, 20(1)(v) 
net reserve adjustment [pre- 1993}, 20(26) 
oil or gas wells, 65 
patronage dividend, 20(1)(u) 
permitted, 20(1) 
prepaid expenses 
limitation re, 18(9) 
reinsurance commission, 20(1)(jj) 
repayment of amount previously included, 
20(1)(m.2) 
repayment of inducement, 20(1)(hh) 
repayment.of shareholder’s loan, 20(1)(Q) 
representation expenses, 20(1)(cc) 
reserves, see Reserve 
resource allowances, 20(1)(v.1) 
salary deferral arrangements, 20(1)(00) 
scientific research and experimental __ 
development, 37 
share transfer fees, 20(1)(g) 
terminal loss, 20(16) 
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Deductions in computing income from business 

or property (cont’d) 

* unpaid claims of insurer, 20(26) 

¢ utilities service connection, 20(1)(ee) 

* western grain stabilization levy, 20(1)(ff) 

Deductions in computing income from office 

or employment, see also Deductions in 

computing income; Employee; Expenses 

* aircraft costs, Reg. 1100(6) 

*e*  reasonability, 8(9) 

¢ allowed, 8(1) 

* artists’ expenses, 8(1)(q) 

* automobile expenses, 8(1)(h.1) 

* clergyman’s residence, 8(1)(c) 

¢ limitations 

*¢ general, 8(2) 

ee meals, 8(4) 

* registered pension plan contributions, 
8(1)(m), 147.2(4) 

¢ retirement compensation arrangement, 
8(1)(m.2) 

* teachers’ exchange fund, 8(1)(d) 

Deductions in computing tax, see also, Tax 

credits 

* corporations 

ee abatement, 124 

** income earned in province, 124(1) 


ee manufacturing and processing profits, 
12341 


ee small business deduction, 125 

¢ exploration and drilling expenses, ITAR 
29(32), (33) 

¢ foreign tax, 126 

¢ gifts, 118.13) 

* income earned in province that provides 
schooling allowance, 120(2) 

* Income War Tax Act, under, ITAR 17(1) 

¢ international organization, levy by, 126(3) 

* investment corporation, 130(1) 7 

e investment tax credit, 127(5)—(12.2) 

¢ logging tax, 127(1) 

¢ manufacturing and processing profits, 125.1. 

¢ mortgage investment corporations, 130.1 

¢ political contributions, 127(3)-(4.2) 

° S.C. 1947, c. 63, s. 16, under, ITAR 17(3) 

¢ small business deduction, 125 

¢ taxable dividends, 121 

Deductions in computing taxable income, see 

also Tax credits; Deductions in computing 

income 

* amounts exempt under tax agreements, 
11001 )(f)G) 

* annual adjustment, 117.1 

¢ capital gains, 110.6 

* corporations 

ee gifts, 110.1 

¢ dividend 

«+ from foreign affiliate, 113 


ee received by corporation, 112 

* employee stock options, 110(1)(d), (d.1) 

¢ home relocation loan, 110(1)@) 

e Income War Tax Act, under, ITAR 17(2) 

¢ indexing, 117.1 

¢ losses of other years, 111 

¢ medical expenses, see Medical expenses 

¢ member of religious order, 110(2) 

* net capital losses, 111(1)(b), 1111.1), (2) 

* non-capital losses, 111(1)(a) 

e non-resident trusts, 94(3) 

* order of applying provisions, 111.1 

* other, permitted, 110 

e Part VI.1 tax, 110(1)(k) 

¢ part-year resident, 114 

° separate returns, 114.2 

* social assistance payments, 110(1)(f)(ii) 

* unemployment insurance benefit repayment, 
110(1)G) 

¢ workers’ compensation payments, 
110(1)()@i) 

Deemed disposition, see Disposition of 

property: deemed 

Deemed dividend, see Dividend: deemed 


Deemed overpayment, see Overpayment of tax: 
deemed 


Deemed realization of gains, see Disposition of 
property: deemed 

Deer, 80.3(1)“breeding animals” 

Defaulting taxpayer, 226 

Defence forces, see Canadian. Forces 

Deferred amount, defined, 248(1) 

Deferred annuity out of pension plan, 254 


Deferred income 
¢ salary deferral arrangements, 6(1)(i), 
6(11)-(14) 


Deferred income plans, 144—147.3, see also 
Deferred profit sharing plans; Registered 
education savings plans; Registered pension 
plan; Registered retirement income fund; 
Registered retirement savings plan; Registered 
supplementary unemployment benefit plan 


* foreign property of, Reg. 5000 
¢ interest on money borrowed to invest in, not 
deductible, 18(11) 


* over-contributions to 

ee tax on, 204.1—204.3 

* property acquired by trusts governed by 
°° tax re, 205-207 

* property held by trust governed by 

ee, | .taxre; 207e1,.207.2 

* qualified investments, Reg. Part XLIX 

¢ small business investments, Reg. Part LI 
* tax on non-qualified investments, 207.1 

Deferred payment 


* defined (re top-up disability payments), 
8(1)(n.1)() 
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Deferred profit sharing plan 
* age 69 maturity, 147(2)(k), tite 6) 


amendments to 

anti-avoidance, 146(5.21) 
amount received from, income, 56(1)(i) 
amount taxable, 147(18), 201 
anti-avoidance rule, 147(18), (22) 


annuity purchased by, see purchase of 
annuity by (below) 


benefit under 
estate tax on, deductible, 60(m) 
succession duties on, deduction for, 
60(m.1) 
taxable, 147(10)-(12) 

conditions, 147(2) 

continuation of, in amalgamation, 87(2)(q) 

defined, 147(1), 248(1) 

definitions, 147(1), 204 

disposal of shares 
deduction re amount, 110(1)(d.3) 

disposition of property to 
capital loss nil, 40(2)(g)G@v)(A) 

distribution deemed disposition, 200 

employee contributions prohibited,, 

147(2)(a.1), 147(14)(c.2) 

employer’s contribution 
deductible, 20(1)(y),.147(8), (9) 

° limitations, 18(1)(j), 147(5.1), 147(9) 
not includable in employee’s income, 
6(1)(a)@) 
terms limiting, 147(2.1) 
where not deductible, 147(9.1) 

“excess amount” defined, 204.2(4) 

excluded from. various trust rules, 

108(1)“‘trust’’(a) 

forfeited amounts, 147(2)(i.1), 147(10.3) 
defined, 147(1) 
reallocation of, 147(2.2) 

forfeitures, tax on, 201 

individual ceasing to be employed by an 

employer 
compensation, 147(5.11) 

initial non-qualified investment, defined, 204 


interest on money borrowed to invest in, 
whether deductible, 18(11)(c) 


life insurance policies, 198(6)-(8) 
lump-sum payment 
remuneration, Reg. 100(1) 
maturity by age 69, 147(2)(k), 147(10.6) 
money borrowed for contribution to 
limitation on deductibility, 18(11)(c) 
non-deductible employer contributions 
prohibited, 147(2)(a.1), 147(14)(c.2) 
non-qualified investments of, defined, 204 
not employees profit sharing plan, 147(6) 
overcontribution to, 204.1(3) 
participating employer, meaning of, 147(1.1) 
payment out of profits, meaning of, 147(16) 


payments under 
* non-resident, to, 212(1)(m) 
e taxable, 147(10) 


* used to purchase income-averaging 
annuity contract, deductible, 61(2)(a) 


ee withholding of tax, 153(1)(h) 
¢ profit sharing plan, defined, 147.1(1) 
¢ property 


* appropriation of, by employer, 147(13) 
¢ disposition or acquisition of, for 
inadequate consideration, 147(18) 

* purchase of annuity by, 147(2)(k)(vi) 

¢ before 1997, 147(10.6) 

¢ qualified investments, Reg. Part XLIX 

ee defined, 204 . 

* registration of, 147(2)-(5), Reg. 1501 


¢ revocation, 147(14), (15) 
revocation of, 147(14), (22) 
revoked plan 
defined, 204 
ee “excess amount” defined, 204.2(4) 
os ayments under, subject to withholding of 
tax, 153(1)(h) 
ee rules applicable, 147(15) 


e shares included in single payment on 
retirement etc., 147(10.1), (10.2) 


** disposal of, 147(10.4), (10.5) 


* single payment on withdrawal, 147(10.1), 
(10.2), (10.4)-(12), Reg. 1503 

¢ tax on forfeitures, 201 

* tax on initial non-qualified investments, 199 

¢ tax on non-qualified investments, 198 

e* distribution deemed disposition, 200 

ee refund 

eee on disposition, 198(4) 

eee on recovery of property given as 

security, 198(5) 

¢¢ return required, 202(1) 

¢ tax on overcontributions to, 204.1 

¢ tax payable by 

*¢ on acquisition of shares not at fair market 
value, 206.1 

¢ on foreign property, 206 

¢ on holding certain property, 207.1(2) 

tax re foreign property, 205—207 


tax where inadequate consideration on 
purchase or sale, 201 


¢ taxation year of, 144(11) 
¢ testamentary trust receiving benefits from, 
104(27.1) 
transfers from 
DPSP, to, 147(19) 
excess, 147(22) 
registered pension plan, to, 147(19) 
registered retirement saving plan, to, 
147(19) 
ee restrictions re, 147(21) 
¢¢ spousal RRSP, to, 60(G.2) 
ee taxation of amount transferred, 147(20) 


e e e e e 
e e e e 
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Deferred profit sharing plan (cont’d) 
¢¢ trust, through, to RPP or RRSP, 104(27.1) 


¢ trust under, exempt, 147(7), 149(1)(s) 
Defined benefit limit 
¢ defined, Reg. 8500(1) 


Defined benefit provision 
¢ defined, 147.1(1) 


Definitions, see also the specific defined terms 
* application of, Interpretation Act s. 15 

* capital gains exemption rules, 110.6(1) 

¢ capital property rules, 54 

* charities, 149.1(¢1). 

* corporations, 89 

¢ foreign affiliate rules, 95 

¢ general, 248 

e insurance rules, 138(12), 148(9), Reg. 1408 
* investment tax credit rules, 127(9) 

e registered pension plans, 147.1(1) 

* registered retirement income funds, 146.3(1) 
* registered retirement savings plans, 146(1) 

¢ regulations, Interpretation Act s. 16 

¢ relationships, 251-252 


* resource taxation, 66(15), 66.1(6), 66.2(5), 
66.4(5) 


¢ small business rules, 125(7) 


¢ terms used in regulations, Interpretation Act 
s. 16 


¢ trusts, 108 


Delegation of powers and duties of Minister 

* administrative, 220(2.01) 

° BY regulation, 221(1)(f) (repealed), Reg. Part 

Demand 

¢ by Minister 

¢¢ actuarial report, for registered pension 
plan, Reg. 8410 

¢« books and records, to retain, 230(7) 

ee documents, for, 231.2(1)(b) 

ee information, for, 231.2(1)(a) 

ee information return, for, 233 

ee return, for, 150(2) 

¢ proof of failure to comply with, 244(7), (8) 

¢ proof of service, 244(5), (6) 

¢ third party, see Garnishment for taxes unpaid 

Density 

* hydrocarbons, determination of, Reg. 1107 

Dental bills, as medical expense, 118.2(2)(a) 


Dental instruments (small) 

* capital cost allowance for, Reg. Sch. II:Cl. 
12(e) 

Dental mechanic 

* payments to, as medical expenses, 
118.2(2)(p) 

Dentist, see also Professional practice 

¢ defined, 118.4(2) 


Department of Canadian Heritage 

¢ disclosure of information re cultural property 
to, 241(4)(d)(xii) 

Department of Energy, Mines and Resources 


* certificate re Class 34 property, Reg. 
1104(11), Sch. I:Cl. 34(d), Sch. II:Cl. 34(g) 


* certificate re mineral deposit, 248(1)“mineral 
resource’ ’(d)(i) 

° certificate re oil or gas well, 66.1(6) 
“Canadian exploration expense” (d)(iv), 
66.1(10) 

* communication of information to, 
241(4)(d)(v)-(v1.1) 

* consultation re mine capacity, Reg. Sch. 
I:Cl. 1), Sch. If:Cl. 28(6)(a1) 


¢ consultation re pipeline, Reg. Sch. II:Cl. 10), 
Sch. II:Cl. 2(b) 


¢ determination of prescribed energy 
conservation. property, 13(18.1), 
241(4)(d)(vi.1) 


Department of Fisheries and Oceans Act, see 
Northern Cod Compensation and Adjustment 
Program 


Department of Human Resources 

Development, see Human Resources 

Development Canada 

Department of Labour Act 

* s. 5, income assistance payments under, see 
Older Worker Adjustment, Program for 


Department of National Revenue, see Revenue 
Canada 


Departure tax, see Ceasing to be resident in 

Canada 

Dependant 

¢ alimony or maintenance paid to, 118(5) 

e credit for, 118(1)B(b), (d) 

** apportionment of, 118(4)(e) 

¢ deemed resident, of 

ee also deemed resident, 250(1)(f) 

¢ defined, 118(6), Reg. 8500(1) 

¢ infirm, see Infirm dependant 

¢ medical expenses of, 118.2(2)(a) 

¢ mental or physical impairment, 118.2(2)(b), 
(c), 118.3(2), 118.4 

* notch provision, 117(7), 118.2(1)D 

° partial 

ee mental or physical impairment, 118.3(3) 

¢ spouse, 118(1)B(a) 

¢ wholly dependent persons, credit for, 
118(1)B(b) 

ee limitation, 118(4) 

Dependants’ relief acts, trust created by, 

70(6.1) 

Dependent personal services, see Employment: 

income from 

Depletion allowances, see also Resource 

allowance 

¢ gas well, 65, Reg. Part XII 

¢ lessee and lessor, allocation between, 65(3) 
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Depletion allowances (cont’d) * special tax rate, 137.1(9) 


* mineral resource, 65, Reg. Part XII * wholly-owned subsidiary deemed deposit 

** coal mine, allocation, 65(3) insurance. corporation, 137.1(5.1) 

* mining exploration, Reg. 1203 9° Depository receipt 

¢ oil well, 65, Reg. Part XII * qualified investment for RRSP etc., Reg. . 

¢ supplementary, Reg. 1212 4900(1)(p.1) 

¢ timber limit, 65 Deposit-taking institution 

Depletion base, see Earned depletion base; * additional tax on, 190.1(1.1) 

Mining exploration depletion base; Depreciable property, see also Capital cost 

Supplementary depletion base allowance 

Deposit . * acquired 

¢ eligible, see Eligible deposit ee amalgamation, on, 87(2)(d), (d. 1)" 

* insurance corporation, see Deposit insurance ee by transfer, amalgamation or winding- ud 
corporation Reg. 1102(14), (14.1) 

* on container: ee capital cost, 13(5.2) 

ee as income, 12(1)(a)(ii) ee non-arm’s length, 13(7)(e), Reg. 1102(20) 

ee reserve for, 20(1)(m)(iv) ec corporations controlled by one: trustee, 

* specified, see Specified deposit | 13(7.3) . 


Deposit balance ee partner’ s cost, ITAR 2p Avacauisiiinn 
cost” 


* of insurer, defined, Reg. 2400(1) ¢* with government assistance, deemed ~ 
Deposit insurance corporation, see also capital cost, 13(7.1), (7.2) 

Canada Deposit Insurance. Corporation, ... ¢ additions and alterations, Reg. 1102(19) 
° - amounts ‘inelnded 3m AncoMme, 1.5 Tek darbk 0) ~~ «amortization, see Capital cost allowance 


* amounts not included in income, 137.1(2) o sth ahead 13(26)-(32). R 
* capital tax, exemption from,.181.1(3)(e) 1100(2)(a)(i), (vi) oi Gay 
¢ deductions in computing income, 137. Ne * borrowing money for, 21(3) 
e¢ limitation, 137.1(4) ° capital, disposed of 
* * payments to member institutions, ek 
137.1(11) capital cost, 13(5.4) 


ee¢ lease cancellation payment, 13(5.5) © 


¢ deemed We ee a i$ 65 
** mark-to-market property, by financial esses Ses sacl APNE 
institution, 142.5(2) * capital cost, see Capital cost 


** on becoming a financial institution * capital cost allowance, see also Capital cost 


142.6(1)(b) allowance 
°° on ceasing to be a financial institution, *¢ classes, Reg. Sch. II 
142.6(1)(c) * capitalization of interest, 21(1), (3) 
ee specified debt obligation that was ee reassessment, 21(5). 
inventory of financial institution, ¢ certain transactions after 1971, ITAR 20(1.2) 
142.6(4)(a) e change in proportions of use, porate 13(9) 
e deemed not credit union, 137.1(7) ay * change in use 
* deemed not private corporation, 137.1(6) ee deemed acquisition/disposition, 13(7)(a). 
¢ deeming provision re, 137.1(5.1) (b), 13(9) 
* defined, 137.1(5) * classes, for capital cost allowance, Reg. Sch. 
* investment property, defined, 137.1(5) I . 
¢ member institution ee inclusions in, Reg. 1103 _ . 
ee defined, 137.1(5) ee transfers between, Reg. 1103 
** payments by, deductible in computing ¢ cost of money borrowed to acquire, 21(1) 
income, 137.1(11)(a) ** — election, 21(1) 
** repayment deductible in computing * deductions allowed, Reg. Part XI 
income, 137.1(11)(b) 
*¢ in computing income from eos or 
** repayment excluded from income of fishing, Reg. Part XVII 
previous year, 15) SECT 2) * deemed, Reg. 1101(5g) 
3 (Gay REO va De Bet Meet USOOL ** capital cost allowance, Reg. Sch. II:Cl. 36 
* not subject to mark-to-market rules, <° Separate classes, Reg. 1101(6g) 
142.2(1)“financial institution’’(c)(iv) * deemed capital cost of, 13(7.4) 
* principal amount of interest payable, ¢ deemed disposition/reacquisition | 
137.1(10.1) ** capital cost, deemed, 13(7)(f) 
* property owned since before 1975, 137.2 e* on death, 70(5) 
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Depreciable property (cont’d) 
defined, 13(21) 

* on windup of corporation, 88(1)(c.7) 
depreciation, see Capital cost allowance 
disposition of 

¢ after ceasing business, 13(8) 

¢ bad debt on, 20(4) 

* capital gain on, 39(1)(a) 

*¢ on death 
ee order of disposition, 70(14) 

° to child, 70(9) 

ee to spouse, 70(6); ITAR 20(1.1) 

¢ proceeds of disposition, defined, 13(21) 

* recapture, up to original cost, 13(1) 


¢ terminal loss, where no property left in 
class, 20(16) 


e divided use 

ee» change in ratio of uses, 13(7)(d) 

e¢ deemed cost/proceeds of income- 
producing part, 13(7)(c) 

¢ dividend in kind, ITAR 20(1.4) 

¢ election re 

ee deemed, 44(4) 

¢ exchanges of, 13(4) 


exclusions from classes, Reg. 1102 
first-year rule, Reg. 1100(2)—(2.4) 
half-year rule, Reg. 1100(2)-(2.4) 


manufacturing and processing business, 
acquired for 


¢e deemed capital cost of, 13(10) 

¢ manufacturing and processing enterprises, 
Reg. 1102(15), (16) 

¢ misclassified, 13(6) 

¢ prescribed class, of 

e+ transferred to corporation by shareholder, 
85(1)(e), (e.1), (e.3), (€.4) 

proceeds of disposition of, 13(21) 

receipt of government grant, 13(7.1), (7-2) 

recreational property, Reg. 1102(17) 

replacement for, 13(4), (4.1) 

sale of, see disposition of (above) 

sale of mortgage, etc., 20(5), (5.1) 

separate classes, Reg. 1101 

transfer of 
non-resident insurer, by, 138(11.8) 
not at arm’s length, 13(7)(e), 13(21.2) 
on mutual fund rollover, 132.2(1)(d) 
pre-1972, not at arm’s length, ITAR 
20(1.3) 

¢* to corporation, rules, 85(1)(e), 85(5), (5.1) 

e* where u.c.c. exceeds fair market value, 

13(21.2) 

* uncollectible proceeds of disposition, 
20(4)-(4.2) 

* undepreciated capital cost, 13(21) 

Depreciation, see also Capital cost allowance 

¢ double, in lieu of, Reg. 1100(1)(d) 

* property acquired before 1972, ITAR 18 


Deputy Minister, see also Commissioner of 
Customs and Revenue 


* powers of, 220(1) 

Derivative assessment, 160 

Designated amount 

¢ of trust, in respect of capital gains, 104(21.2) 

Designated area — 

e defined in Canadian Wheat Board Act, 76(5) 

Designated beneficiary 

¢ defined, 210 

¢ no deduction for income of trust paid to, 
104(7) 

Designated benefit, see Registered retirement 

income fund: designated benefit 

Designated city 

¢ defined, Reg. 7304(1) 


Designated Class 34 income, eg. 1100(24) 
[repealed] 


Designated contributor (in respect of a trust), 

see also Settlor (of trust) 

¢ application in definition of exempt 
beneficiary, 104(5.4)(b)(i), (ii) 

¢ defined, 104(5.6), (5.7)(c) 

Designated corporation (re insurer) 

¢ defined, Reg. 2405(3) 

¢ Joan by insurer to, 138(4.5) 

Designated cost (of offshore investment fund 

property) 

¢ application in calculation of tax, 94.1(1)(f)() 

¢ defined, 94.1(2) 

Designated country, see also Designated treaty 

country 

e defined, Reg. 8006 

Designated educational institution 

e defined, 118.6(1) 

¢ registered educational savings plan, 
146.1(1)“post-secondary educational. 
institution’’(a), 146.1(1)“trust’’(d) 

* student enrolled at, education credit, 118.6(2) 

Designated income, see Trust (or estate): 

designated income, tax on 

Designated insurance property 

¢ defined, 138(12), 248(1) 

Designated overburden removal cost, Reg. 

1104(2), Reg. Sch. Il:Cl. 12(q) 

¢ defined, Reg. 1104(2) 


Designated person 

¢ benefit conferred on. through corporation, 
74.4(2) 

e* exceptions, 74.4(4), 74.5(5) 

e* — special rules, 74.5(6)-(8) 

¢ benefit conferred on through trust, 74.3(1) 

¢ defined 

ee for attribution rules, 74.5(5) 


e* for communication of information, 
241(10) 
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Designated property 
* capital dividend account, re 


*¢ gain on excluded from calculation, 
89(1) “capital dividend account’ (ayy), 
89(1)“capital dividend account’(a)(i)(C)(D) 


* defined, 89(1) 

Designated region, prescribed _ 

* credit for investment. in, 127(9)“specified 
percentage”’(a)(ii)(B), 127(9)' ‘specified 
percentage’ "(a)(vi), 127(9)“specified 
percentage’’(e)(i)(B) 

¢ defined, Reg. 4607 

Designated shareholder 

¢ defined, Reg. 4901(2), (2.3) 

Designated treaty country, Reg. 5907(11), 

@1:) 

Designated underground storage cost 

¢ defined, Reg. 1104(2) 


Designated value 
¢ defined, 206(1) 


Designation 

¢ to treat capital gain as earn amount, 
80.03(7) 

Designation year (re capital gains of eciiet) 

e defined, 104(21.2) 

Determination, see also Assessment 

¢ Appropriations for Contingencies of a Bank, 
26(4) 

¢ legal fees relating to, 56(1)(1), 60(0), 152(1.2) 

e Minister, by 

*¢ general anti-avoidance rule application, 

1SZCEAP) 
ee losses, of, 152(1.1) 


2,910 binding on Minister and taxpayer, 
152(1.3) 

eon following GAAR assessment, 
1520.11), (1.12)... 


treated like an assessment, 152(1.2) 
ee that taxpayer’s chief source of income > not 
farming, 31(2) 

* notice of 

ee date deemed made, 244(14), (15) 

ee general anti-avoidance rule. application, 

152(1.11), 245(6) 

e° losses, 1520.1), 152(1. 2) 

ee mailing date, 244(14) 

ee¢ proof that not objected to, 244(10) 

e¢ provisions applicable to, 152(1.2) 

* partnership income or loss, 152(1.4)—(1.8) 

ee objection to, 165(1.15) 

¢ question, of, by Tax Court, 174 

¢ redetermination, 152(1.2) 

* tax consequences under general anti- 
avoidance rule, 245(5) 

¢ time, defined, 110. 6(1) “qualified small 
business corporation share” 

¢ value of property, by Canadian Cultural 
Property Export Review Board, 118.1(10) 


Deuterium-enriched water 

* capital cost allowance, Reg. Sch. II:Cl. 26 

Development, see Canadian development 

expense; Scientific research and experimental 

development 

Devices 

¢ for hearing- or sight-impaired, business 
expense, 20(1)(rr) cous 

¢ medical, credit for, 118.2(2), Reg. 5700 

Diabetic 

¢ blood-sugar level measuring device, medical 
expense, Reg. 5700(s) 

Diagnostic procedures 

¢ medical expenses, 118.2(2)(0) 

Diamond } 

¢ extraction of, 248(1)“mineral resource’’(d)(ii) 

Diapers (for incontinence), medical expense, 

118.2(2)(.1) 

Die, etc., capital cost allowance, Reg. Sch. 

II:Cl. 12(d) 

Digester gas 

e defined, Reg. 1104(13) 

Diligence, see Due diligence 

Diplomat 

e Canadian, abroad 


ee deemed resident in Canada, 250(1)(c),, 
250(2) 


e¢ reimbursement of aioanaces non-taxable, 
6(1)(b)(i1i) 

¢ foreign, in Canada 

ee exemption from tax, 149(1)(a), 
Canada—U.S. Tax Convention Art. XXVIII ~ 

Direct equity percentage, defined, 95(4) 


Direct financing lease 


¢ prescribed property for specified debt 
obligation definition, Reg. 9004 


¢ prescribed security for lending-asset 
definition, Reg. 6209(b)(i11) 

Directed person (debt forgiveness rules) 

¢ defined, 80(1), 80:04(1) 

¢ eligible transferee, 80.04(2) 

e obligations issued by, 80(14) 

Director, Director General 

¢ duties delegated to, 220(2.01), Reg. 900 

Director (of corporation) 

° dfees 

ee § income, 6(1)(c) 

ee withholding tax, 153(1)(g) 

¢ liability of 

*e¢ for corporation’s unremitted source ' 

withholdings, 227.1 
ee for offence of corporation, 242 


Disability, see Mental or physical impairment 


Disability benefit, see Disability insurance; 
Disability pension 
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Disability insurance 

° benefits under, income, 6(1)(f); ITAR 19 

* employer’s contribution not a taxable benefit, 
6(1)(a)G@) 

* top-up contributions by employer, see 
Disability policy 

Disability payments 

¢ military action, for 

** exempt, 81(1)(e) 

Disability pension 

* CPP, see Canada Pension Plan/Quebec 
Pension Plan: disability pension 

¢ RCMP, exempt, 81(1)(i) 

Disability policy 

¢ defined, 6(17) 

¢ top-up payments on insolvency of insurer, 
6(18) 

¢e reimbursement to employer, 8(1)(n.1) 

Disability-related building modifications 

¢ deductible, 20(1)(qq) 

¢ medical expense credit, 118.2(2)(1.2) 

Disability-related devices and. equipment 

e deductible, 20(1)(rr) 

Disability-related employment benefits 

¢ when not included in income, 6(16) 

Disabled 

¢ defined (for pension plan), Reg. 8500(1) 

Disabled person, see Mental or physical 

impairment 

Disbursement excess 

* registered charity, of, carryforward, 149.1(20) 

ee defined, 149.1(21) 

Disbursement quota (of charity) 

¢ defined, 149.1(1), Reg. 3700-3702 

Disclaimer, defined, 248(9) 

Disclosure of information 

¢ by Revenue Canada, see Communication of 
information 

° to Revenue Canada, see Information return 

Discount, see Bond: discount 

Discounted bonds, see Bond: discount 

Discretion of Minister, see Minister (of 

National Revenue) 

Discrimination, Canada—U.S. Tax Convention 

Art. XXV 

Dishonoured cheque, 162(11) [repealed] 

Disposition day (for trust) 

¢ defined, 104(5.3), (5.8) 

Disposition of property 


* capital gain, 39(1)(a), 40(1) 

¢ child, to, 40(1.1) 

¢ deceased taxpayer, of, 70(5), 164(6) 

* deemed 

e* by trust, every 21 years, 104(4) 

ee mark-to-market property, by financial 


institution, 142.5(2) 


** on becoming a financial institution, 
142.6(1)(b) 

** on ceasing to be a financial institution, 
142.6(1)(c) 

** on ceasing to be resident, 128.1(4)(b) 

ee on death, 70(5)—(10) 

ee on gift, 69(1)(b)(ii) 

** specified debt obligation that was 
inventory of financial institution, 
142.6(4)(a) 

** where spousal trust distributes property to 
other person, 107(4) 

¢ deemed contribution of capital, where, 

53(1.1) 

¢ deferral of tax on, see Rollover 

e defined, 13(21), 54‘‘disposition” 

¢ depreciable, see Depreciable property 

¢ income interest in trust, 106(2) 

¢ involuntary, election re, 13(4) 

ee deemed, 44(4) 


¢ land used in farming business of partnership, 
101 


¢ loss on, see Loss(es); Stop-loss rules 

° non-resident, by, 116(1)-(4) 

ee certificate, 116(2) 

ee notice, 116(3) 

ee where tax deferred under tax treaty, 115.1 

* partnership, on ceasing to exist, 98 

e personal-use 

** capital loss nil, 40(2)(g)(ii1) 

* principal residence, see Principal residence 

* proceeds of, see Proceeds of disposition 

¢ purchaser corporation controlling or 
controlled by taxpayer, 40(2)(a)(ii) 

* specified person to benefit from subsequent 
disposition 

ee anti-avoidance rule, 69(11) 

eee application on winding-up, 88(1) 

* subsequent to debt forgiveness, 80.03(2) 

* together with services, allocation rule, 68 

e trust, to 

ee capital loss nil, 40(2)(g)(iv) 

Dispute, taxes in 

¢ whether taxpayer required to remit, 
164(1.1)(d), 225.1 

Dissolution, see Winding-up 

Distance education 

* education credit, full-time student, 118.6(2)B 

Distress preferred share, 80.02 


* constitutes commercial obligation, 
80(1)“commercial obligation” 


* constitutes excluded security, 80(1)‘excluded 
security” 

¢ defined, 80(1) 

* disposition of following debt forgiveness, no 
deemed capital gain, 80.03(2) 

* settled 


¢* — effect of, where subsidiary wound up into 
parent, 80.01(5) 
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Distress preferred share (cont’d) ° 
e* meaning of, 80.02(2)(c), 80. 02(7)(a) 


share ceasing to be, 80.02(7) 

substituted for debt, 80.02(3) 

substituted for other distress preferred Share, 
80.02(5) 

substitution of commercial debt obligation 
for, 80.02(4) 


substitution of other share 6 80. 02(6) 


Distributing corporation 

defined, 55(1)“distribution” 

Distribution 

for butterfly purposes, defined, 55(1) 

of dividends or profits 
deduction for-interest costs, 20.1,°20.2 
defined, 20.1(8)(b) 


of property by non-resident trust, Sapoenne 
requirement, 233.5 


on winding-up, 84(2), (6) 
tax, see Corporate distributions tax 


Distribution equipment 
defined (re energy conservation CCA), Reg. 
1104(13) 
Distribution year 
defined, 20.1(1) 
Distributor 
defined, 20.1(1), 20.2(1) 
Dividend . 
* capital, see Capital dividend 
capital gains dividend ~ 
mutual fund corporation, election, 
131(1)-(1.4) 
deemed, 84 
added to cost base of share, 53(1)(b) 
guaranteed share, on, 84(4,3) 
interest on income bond, 15(3) 
non-resident corporation, 15(4) 


93(1) 

redemption of share, 84(3) 

peangyon of paid-up capital, on, 84(4), 

(4.1) 

term preferred share, on, 84(4:2), 258(2) 
deemed not received, eta (5) 
deemed paid 

deemed payable when, 84(7) 

where not deemed received, 84(8) 
deemed proceeds of disposition. of share, or 
capital gain, 55(2)-(5) 
deemed received where attribution rules 
apply, 82(2) 

where not applicable, 84(8) 
defined, 248(1) 

for stop-loss rules, 112(6)(a) 

for treaty purposes, Canada—U.S. Tax 

Convention Art. X:3 
election re 

excessive, 184(3), (3.1)-(5) 


on disposition of share of foreign affiliate, 
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employees profit sharing plan, allocation by, 
144(8) - 

excluded from tax under Part VI. 13 191(1) 
exempt, on share of foreign affiliate, 93(3) 
foreign affiliate, from, 20(13), 95(1), 11301), 
Reg. 5900 


foreign business corporation, from, cesptiniedd 
by non-resident, 213 


guarantee agreement re 
no deduction, 112(2.2) 
in kind 
cost of, 52(2) 
depreciable property as, ITAR 20(1. 4) 
includes stock dividend, 248(1) 
income, 12(1)G), (k), 82(1), 90 
whether specified investment business, 
125(7)“specified investment business” 
insurance corporation 
to policyholders, 140(1) 
life insurance policy, 148(2) 
money borrowed to pay, 20.1, 20.2 
mortgage investment corporation, from 
‘deemed bond: interest, 130.1(2), (3) 
non-resident corporation, from, 90° 
non-resident-owned. investment corporation 
election re, 133(7.1)-(7.3) 
non-taxable 


portion not included in beneficiary's. 
income 


mutual fund trust, 132(3) 
received by trust 
designation re, 104(20) 
ownership certificate required, 234 
paid 
in excess of elective amount, tax on, 184 
out of exempt surplus, 113(4) 
private corporation, by, 83(2) 
public corporation, by, S3(d) 
to non-resident 
foreign business corporation, by, 213 
tax on, 212(2) 


United States resident, Canada—U. S, 
Tax Convention Art. X 


patronage, see Patronage dividends 
qualifying 

defined, 83(6) 

late-filed election, 83(3)-(5) 

payment of, 83(1) 
received 

amount included in income, 82(1), 90 

es broker/dealer, withholding tax, 153(4), 


by corporation 
deduction from income, 112(1), (2) 
stop-loss rules, 112(2.1)-(2.9) 
by financial institution, 112(5)—(5.2) 
by prescribed venture capital corporation, 
deemed not taxable dividend, 186.2 
by spouse, transfer of, 82(3) 
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Dividend (cont'd) 
ee aioe allocation to beneficiary, 104(19), 
e refund, see Dividend refund 


¢ rental arrangement, see Dividend rental 
arrangement 


¢ short-term preferred share, 112(2.3) 
* simultaneous, 89(3) 


ee non-resident-owned investment 
corporation, 133(7.2) 


¢ stock, see also. 248(1)“dividend” 

** amount of, 95(7), 248(1)“amount” 

ee cost of, 52(3) 

e« deemed to be substituted property, 
248(5)(b) 

ee defined, 248(1) . 

e* excluded from deemed dividend, 84(1)(a) 

ee paid as benefit, 15(1.1) 

“stop-loss” rule, 112(3), (3.1), (3.2), (4), 

(4.2), (4.3), (7) 

* stripping, see Surplus stripping 

tax credit, 121 

taxable 


2 allocation of, by credit union, ‘ied esp 
(5.2) 

*« amalgamation, on, 87(2)(x) 

*e deduction from tax otherwise payable, 121 

e« defined, 89(1)‘‘taxable dividend” 
112(6)(a), 129(7), 248(1) 

ee non-resident-owned investment 
corporation, of, 133(8)“taxable dividend” 


** received by private corporation, tax on, 


** received by trust, designation re, 104(19) 
* taxable corporation, from 

ee life insurer, received by, 138(6) 

¢ term preferred shares, on 


** received by specified financial institution, 
12s) 


* unclaimed at year-end 

ee withholding tax, 153(4) 

effect of remittance, 153(5) 

Dividend payer 

¢ defined, for capital gains stripping rules, 
55(3)(a)(iii)(A) 

Dividend recipient 

¢ defined, for capital gains stripping rules, 
55(3) 

Dividend refund, see also Refundable dividend 

tax on hand 

¢ defined, 129(1) 

* interest on, 129(2.1), (2.2) 

¢ mutual fund corporation, to, 131(5) 

* private corporation, to, 129 

¢* application to other liability, 129(2) 


e« dividends deemed not to be taxable 
dividends, 129(1.2) 


Dividend rental arrangement, see also 
Securities lending arrangements 


¢ defined, 248(1) 

e gross-up and credit denied, 82(1)(a)(4), 
82(1)(b) 

* intercorporate dividend deduction denied, 
112(2.3) 

* no deduction for dividends received under, 
112(2.3) . 

Dividend stripping, see Surplus stripping 

Dividend tax 

¢ refundable, see Refundable dividend tax on 
hand 

Dividend tax credit, 121 

Division of property, see Partition of property 

Divisive reorganization, 55(1), 55(3)(b) 

Divorce and separation 


¢ alimony, maintenance or support, see Support 
payments (spousal or child) 


* attribution rules do not apply 

ee generally, 74.5(3) 

ee RRSP withdrawals, 146(8.3) 

* common-law relationships, 252(4) 


* registered education savings plan, rights 
transferred, 204.91(3) 

* reimbursement of legal expenses, not taxable, 
56(1)(.1) . 

* separation agreement defined, 248(1) 

* tracing of property transfer does not apply, 
160(4) 

* transfer of RPP funds to spouse’s RPP, 
RRSP or RRIF, 147.3(5) 


¢ transfer of RRIF funds to spouse’s RRSP or 
RRIF, 146.3(14) 


¢ transfer of RRSP funds to spouse’s RRSP or 
RRIF, 146(16)(b) 

Dock 

¢ capital cost allowance, Reg. Sch. II:Cl. 3 

ee for mine, Reg. Sch. II:Cl. 10(1) 


Documentary production 

¢ whether qualifies for Canadian film/video tax 
credit, Reg. 1106(6) 

Documentation 

* contemporaneous, for transfer pricing audit, 
247(4) 

Documentation — due date | 

¢ defined (for transfer pricing), 247(1) 


Documents, see also Books and records 
¢ demand for, 231.2(1)(b) 
* examination of, where privilege claimed, 
232(3.1)-(7) 
execution of, by corporations, 236 
foreign-based, 143.2(13), (14), 231.6 
proof of, 244(9), (13) 
requirement to provide, 231.2 
* compliance, 231.5(2) 
seized 
* copies of, 231.5 
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Documents (cont’d) 
* seizure of, 231.3(5)-(8) 


ee where privilege claimed, 232(3), (4)-(7) 
¢ transfer pricing, 247 
* waiver of requirement to file, 220(3.1) 


Dog, see Guide dog expenses; Animal . ° 


Dollar amounts in legislation and regulations 

¢ $0.09/km car salesperson operating expenses 
benefit before 1996, Reg. 7305.1(2) 

¢ $0.10/km car salesperson operating expenses 
benefit for 1996, Reg. 7305.1(2) 

¢ $0.10/km car salesperson operating expenses 
benefit effective 1997, Reg. 7305.1(2) 

* $0.12/km car operating expenses benefit 
before 1996, Reg. 7305.1(1) 

¢ $0.13/km car operating expenses benefit for 
1996, Reg. 7305.1(1) . 

¢ $0.14/km car operating SEBCHSES neta 
effective 1997, Reg. 7305.1(1) 

¢ $0.31 and $0.25 per. km car allowances 
before 1996, Reg. 7306 

¢ $0.33 and $0.27 per km car allowances for 
1996, Reg. 7306 

¢ $0.35 and $0.29 per km car allowances 
effective 1997, Reg. 7306 


¢ $0.35 and $0.29 per km car allowances in , 
territories before 1996, Reg. 7306 

¢ $0.37 and $0.31 per km car allowances in ft 
territories for 1996, Reg. 7306 

¢ $0.39 and $0.33 per km car allowances in p 
territories effective 1997, Reg. 7306 

¢ $1 below which refund interest not payable, é 
164(3), (3.2) 

¢ $1 per acre maximum deduction for . ° 


payments on exploration and drilling nghts 
acquired before April 11/62, ITAR 29(13) 

¢ $2.50 per hectare of certain resource royalties 
not taxable, is deductible, Reg. 1211(d)(ii) 

¢ $3.75 per day residing in prescribed 
intermediate zone, deduction, 
110.7(1)(b)Gi)(A), 110.7(2) . 

¢ $7.50 per day maintaining household in 
prescribed intermediate zone, deduction, 
110.7(1)(b)Gi), 110.7(2) 

¢ $7.50 per day residing in prescribed northern = 
zone, deduction, 110.7(1)(b)(i1)(A) 


¢ $10 below which child tax benefit payment ; 
postponed to later month, 122.61(2) 


¢ $10 per day penalty for trustee/receiver 


failing to file return, 162(3) é 
¢ $13.60 per month (federal) education credit 
before 1996, 118.6(2) 7 


¢ $15 per day maintaining household in 
prescribed northern zone, deduction, 


110.7(1)(b)(i) e 
¢ $17 per month (federal) education credit for e 
1996, 118.6(2) 
¢ $25 below which no instalment interest e 


payable, 161(2.1) 
¢ $25 per day penalty for failing to comply 
with obligation, 162(7), (7.1) 
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$25.50 per month (federal) education credit 
for 1997, 118.6(2) 

$34 per month (federal) SuCHOH credit after 
1997, 118.6(2) 

$50 credit for U.S. social security tax 
changes under treaty, 122.7(2) . 

$50 maximum penalty for trustee/receiver 
failing to file return, 162(3) 

$50 penalty for actions re SALONSL Le 
certificate, 162(4) 

$50 per day of conference expenses deemed 
paid for meals/entertainment, 67.1(3) 

$60 per week, certain child care expenses per 
child over 7 (pre-1992), 63(2)(b)(i1) 

$80 per month amount for education credit 
before 1996, 118.6(2) 

$90 per week, certain child care expenses for 
child over 7, 63(2)(b)(ii), 63(2.3)(c)B, 
63(3)“child care expense” (c)(i1) 

$100 minimum fees for tuition credit, 
118.5(1)(a), (c) 

$100 minimum penalty for failing to comply 
with obligation, 162(7), (7.1) 

$100 minimum penalty for false statement or 
omission, 163(2 

$100. minimum penalty for issuer Siena 
RRSP advantage, 146(13.1)(b) 

$100 minimum penalty for late renunciation, 
66(12.75) 

$100 optional CCA deduction for timber 
limit or right to cut timber, Reg. Sch. VI:4 
$100 penalty for failing to provide SIN or 
information on a form, 162(5), (6) 

$100 per month amount for cpucanen credit 
for 1996, 118.6(2) 

$100 per month penalty for late designation, 
66(14.5) 

$100 per month penalty for late-filed 
elections, 85(8), 93(6), 96(6), 220(3.5) 

$100 per partner per month penalty for 
failing to file partnership information return, 
162(8) 

$100 political contribution for 75% credit, 
127(3)(a) 

$100 threshold for withholding on patronage 
dividends, 135(3) 

$100 under which GST credit paid in one 
lump. sum, 122.5(5)(b) 

$120 per week, certain child care expenses 
per child under 7 or disabled (pre-1992), 
63(2)(b)(1) 

$150 per month amount for education credit 
for 1997, 118.6(2) 

$150 per week, certain child care expenses 
per child under 7 or disabled, 63(2)(b)(i), 
63(2.3)(c)A, 63(3)“child care expense’’(c)(1) 
$170 credit to offset pension income, 118(3) 
$190 (indexed after 1990) GST credit, 
122:5(3) 

$200 below which tool, utensil or 
medical/dental instrument fully deductible, 
Reg. Sch. II:Cl. 12(c), Sch. I:Cl. 12(e), Sch. 
LGii7G) 


Index 


Dollar amounts in legislation and 


regulations (cont’d) 
¢ $200 foreign currency gain or loss ignored 


for individual, 39(2) 


$200 maximum charitable donations for low- 
rate credit, 118.1(3) 


$200 per month amount for education credit 
after 1997, 118.6(2) 


$200 work of art deemed not depreciable 

property, Reg. 1102(1)(e)G) 

$215 per square metre hand-woven carpet 

deemed not depreciable property, Reg. 
1102(1)(e)Gi) 

$250 maximum charitable donations for. low- 

rate credit [pre-1994], 118.1(3) 

$250 per month interest deductibility limit for 

agate (purchased June 8/87—Aug/89), 
ilies 

$250 per month interest deduction limit for 

automobile effective 1997, 67.2, Reg. 

7307(2) 

$250 teachers’ exchange fund contribution 

deductible, 8(1)(d) 

$290 (indexed after 1990) GST credit for 

head of household, 122.5(3) 


$300 contribution to RPP in 1944-45, 
income from RPP reduced, 57(4) 


$300 minimum CPP/QPP benefits, allocated 
to prior year, 56(8) 

$300 per month interest deduction limit for 
automobile before 1997, 67.2, Reg. 7307(2) 


$500 exemption for scholarship, bursary or 

prize income, 56(1)(n) . 

$500 (indexed after 1988) income threshold 

for dependent spouse, 117.1(2), 118C1)B(a), 

(b) 

$500 maximum fine for issuing debt with 

interest coupons lacking “AX” or “FP” 

marking, 240 

$500 maximum political contribution credit, 
127(3)(c) 

$500 maximum refundable medical expense 

credit, 122.51(2)A(a) 

$500 minimum holding (each) of shares by 

non-insiders for corporation to be designated 
ublic or trust to be mutual fund trust, Reg. 

4800(1)(b)(iv), 4800(2)(b)(iv), 4801, 4803(3), 

(4) 

$500 minimum penalty re tax shelter 

identification number, 237.1(7.4) 

$500 per month minimum penalty for late- 

filed R&D non-profit corporation return, 
149(7.1)A(a) 

$500 per month penalty for failure to provide 

foreign-based information, 162(10) 

$500 per month penalty for late-filed 

elections, 83(4), 131(1.3), 184(5) 

$500 threshold below which no penalty for 

failure to remit withholdings, 227(9.1) 

$500 volunteer firemen’s allowance non- 

taxable, 6(1)(b)(viil) 
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$500 working income supplement to Child 
Tax Benefit before July 1997, 
122.61(1)A(c)C 

$525 maximum labour-sponsored funds tax 
credit, 127.4(5)(a) 

$550 per month leasing cost limit for 
automobile effective 1997, 67.3, Reg. 
7307(3) 

$550 political contribution cutoff for 50% 
credit on excess over $100, 127(3)(b) 

$600 maximum contribution to Saskatchewan 
Pension Plan, Reg. 7800(2) 

$600 maximum transfer of unused 
tuition/education credits, 118.8, 118.9(1) 
$600 minimum RRSP contribution (pension 
credit offset) effective 1997, Reg. 8301(6), 
8309, 8503(4)(a)(i)(B) 

$600 pension adjustment offset after 1996, 
Reg. 8300(1)“PA offset’(b) 

$600 per month leasing cost limit for 
automobile (lease entered into June 
18/87—Aug. 31/89), 67.3 

$625 monthly threshold for OAS benefits 
withholding, 180.2(4)(a)(ii) 

$650 per month leasing cost limit for 
automobile before 1997, 67.3, Reg. 7307(3) 
$700 maximum labour-sponsored funds tax 
credit (pre-1992, post-1995), 127.4(2) 

$850 maximum tuition and education credits 
transferred to spouse, 118.81(c) 

$1,000 antique furniture or object deemed not 
depreciable property, Reg. 1102(1)(e)Gv) 
$1,000 artists’ employment expenses 
deductible, 8(1)(q) 

$1,000 instalment interest threshold below 
which no penalty applies, 163.1(b) 

$1,000 maximum. labour-sponsored funds tax 
credit 1993-1995, 127.4(2) 

$1,000 minimum ACB and proceeds of 
personal-use property, 46 

$1,000 minimum cost for electronic 
equipment to be in separate class, Reg. 
1101(5p) 

$1,000 minimum fine for offence, 238(1)(a) 
$1,000 minimum RRSP contribution (pension 
credit offset), Reg. 8301(6), 8309, 
8503(4)(a)(i)(B) 

$1000 pension adjustment offset before 13o 7. 
Reg. 8300(1)“PA offset’ (a) 

$1,000 pension income, credit to offset, 
118(3) 

$1,000 per month penalty for failing to 
provide foreign-based information, 162(10) 
$1,000 per year gain on farm that is principal 
residence, election to exempt, 40(2)(c)(ii) 
$1,000 threshold below which no instalments 
required, 156.1(1), 157(2.1) 

$1,020 Child Tax Benefit, 122.61(1) 

$1,150 maximum political contribution for 
credit, 127(3)(c) 

$1,200 deduction for income from pre- 1940 
annuities, 58(2), (3) 


Index 


Dollar amounts in legislation and 


ea a (cont'd) 
Be 200 tax gap above which instalments due 
by Quebec residents, 156.1(1) 

¢ $1,500 (indexed after 1988) threshold for 
medical expense credits for high-income 
taxpayers, 118.2(1)C 

¢ $1,500 maximum annual.RESP contributions 
before 1996, 146.1(1)“RESP annual limit”(a), 
146.1(2)(k), 204.9(1)“excess amount’’(a) 

* $1,500 per year of employment before 1989, 
additional retiring allowance transferred to 


RRSP, 60G.1)(1)(B) y 
¢ $1,722.22 defined benefit limit before 1999, 

Reg. 8500(1)“defined benefit limit”(a) < 
¢ $2,000 child care expenses per child over 7 

(pre-1992), 63(1)(e)(1)(B) . 


¢ $2,000 deduction from income of dining or 
recreational club, 149(5)()(@) 


¢ $2,000 maximum annual RESP contributions 
effective 1996, 146.1(1)“RESP annual 
limit’(b), 146.1(2)(k), 204.9(1)“excess 
amount’’(a) 

¢ $2,000 moving expenses for person with 


mobility impairment, medical expense credit, 
118.2(2)d.5) 
¢ $2,000 per year of employment before 1996, 
retiring allowance transferred to RRSP, 
60(j.1)Gi)(A) : 
¢ $2,000 pre-1986 capital loss balance 
deductible against any income, 111(1.1)(b)@) 
¢ $2,000 RRSP overcontribution room, 
204.2(1.1)(b)C 
¢ $2,000 tax gap above which instalments due, 
[SSC et OSCE) 
¢ $2,500 inventory adjustment for banene in 7 
loss years (1994—95), 28(1)(c) 
¢ $2,500 maximum penalty for failing to 
comply with obligation, 162(7), (7.1) 2 
¢ $2,500 minimum employment/business 
income for refundable medical expense 
credit, 122.51(1)“eligible individual’(c) és 
¢ $2,500 minimum penalty for false statement 
in return re distribution from foreign trust, 
163(2.4)(e)(i) r 
¢ $2,500 restricted farm loss fully deductible, 
31(1) 
* $3,000 child care expenses per child over 7, ° 
63(1)(e)(1)(B) 
¢ $3,500 deduction for refunds of past service 
AVCs, 60.2(1)(b) ° 
¢ $3,500 maximum employee’s RPP 
contribution (pre-1991), 8(1)(m), (m.1), 8(6), ° 
Reg. 8301010) 
¢ $3,500 maximum employee’s RPP 
contribution for pre-1990 service, 147.2(4)(b), —* 
(Cc) 
¢ $3,500 maximum employer RPP contribution ° 
(pre-1991), 20(1)(q), 20(22), 147(8) 
¢ $3,500 maximum purchase for labour- 


sponsored funds tax credit (pre-1992, post- ° 
1995), 127.4(2), Reg. 6706 
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$3,500 maximum purchase for labour- 
sponsored funds tax credit effective March 
6/96, 127.4(5)(a), 127.4(6)(a), Reg. 6706(4) 
$3,500 per year of employment, retiring 
allowance transferred to RRSP, 60G.1)Gi) 
$4,000 child care expenses per child under 7 
or disabled (pre-1992), 63(1)(e)Gi)(A) 
$4,000 maximum annual RESP contributions 
effective 1997, 146.1(1)“RESP annual 
limit’’(c), 204. 9(1)“excess amount (a) 


$5,000 and under non-periodic payment, 
withholding requirement, Reg. 103(1), (4)(a) 
$5,000 child care expenses per child under 7 
or disabled, 63(1)(e)Gi)(A) 

$5,000 deduction for income from pre-1932 
annuities, 58(1) 

$5,000 income threshold to be deemed not 
financially dependent on annuitant, 
146(1)“refund of premiums” 


$5,000 independent personal services income 
across U.S. border, maximum 10% 
withholding, Canada-U. S. Tax Convention 
Art. XVIL.1 


$5,000 (indexed after 1988) amount for 
dependent spouse, 117.1(1)(a), 118(1)B(a), 
(b) 

$5,000 inventory adjustment for farmers in 
loss years (1993-94), 28(1)(c) 

$5,000 limit before 1997 to attendant care 
deduction or credit for disabled person, 64(c), 
118.2(2)(b.1) 


$5,000 limit of cost of wheelchair-access van 
for medical expense credit, 118.2(2)(1.7) 


$5,000 maximum education and tuition 
amounts transferred to spouse, parent or 
grandparent, 118.81(a)A(ii) 

$5,000 maximum fine for communicating 
confidential information or SIN, 239(2.2), 
(2.21), (2.3) 


$5,000 maximum gain or loss from 
obligation, not to be specified debt 
obligation, Reg. 9202(4)(c) 


$5,000 maximum purchase for Jabour- 
sponsored funds tax credit 1993-1995, 
127.4(2), Reg. 6706 


$5,000 maximum purchase for labour- 
sponsored funds tax credit before March 
6/96, 127.4(2), Reg. 6706(4) 

$5,000 minimum FAPI for participating 
percentage calculation, 95(1)“participating 
percentage” 

$5,000 per month base for tax on excess 
foreign property holdings, 206(2.01) 

$5,500 threshold for penalty tax on 
overcontributions to RRSP/DPSP (pre-1991), 
204.2(1)(b)(iv), 204.2(4)(a)(iii) 

$6,000 (indexed after 1988) amount for 
personal credit, 117.1(1)(a), 118(1)B(a)-(c) 
$6,000 (indexed after 1988) notch provision 
for dependant’s medical expenses, 117(7), 
117.1€1)(b) 

$6,000 transfer of pension/DPSP. payments to 
spouse’s RRSP (until 1994), 60(.2)(1)(A) 


Index 


Dollar amounts in legislation and 


regulations (cont’d) 

¢ $6,000 transitional extra RRSP 
overcontribution room, 204.2(1.5)(a) 

¢ $6,456 basic personal credit, 118(1)B(a), (c) 

¢ $6,456 income limit for infirm dependant, ° 
118(1)B(d), 108(1)“preferred 
beneficiary”’’(a)(1i)(B) 

¢ $7,000 maximum federal tax at issue for Tax 


Court of Canada informal procedure before 
pane 1993, Tax Court of Canada Act s. 


¢ $7,500 inventory adjustment for farmers in P 
loss years (1992-93), 28(1)(c) 

¢ $8,000 limitation on RPP past service 
benefits, Reg. 8307(2)(b) ri 


¢ $8,000 maximum penalty for late designation, 
66(14.5) 


¢ $8,000 maximum penalty for late-filed ae 
elections, 85(8), 93(6), 96(6), 220(3.5) 

¢ $8,000 RRSP overcontribution room, 
204.2(1.1)(b)M 


¢ $8,750 maximum restricted farm loss 
deduction, 31(1) 


* $10,000 attendant care deduction before 1997 ° 
for disabled person in year of death, 
118.2(2)(b.1) : 


¢ $10,000 denominator for reduced small 
business deduction for large corporations, 
25s) s 
¢ $10,000 employment income of Canadian 
resident from U.S. or U.S. resident from 
Canada not taxable, Canada—U.S. Tax 


Convention Art. XV:2(a) ° 
¢ $10,000 income below which no instalments 
required for co-op or credit union, 157(2)(c) : 


¢ $10,000 inventory adjustment for farmers in 
loss years (1991-92), 28(1)(c) 

¢ $10,000 limit for attendant care credit for 
disabled person, 118.2(2)(b.1) 

¢ $10,000 limit of lump-sum payable by 
employer to RRSP without source 
withholding, Reg. 103(3.2) 

¢ $10,000 minimum small business bond, 
15.2(3)“qualifying debt obligation’’(a) 

¢ $10,000 minimum small business 3 
development bond, 15.1(3)“qualifying debt 
obligation’’(a) 

¢ $10,000 over which capital addition to ? 
building owned since 1971 by credit union 
deemed separate building, ITAR 58(1)(c)G) 

¢ $10,000 revenue over which non-profit x 
organization must file information return, 
149(12) 

* $10,000 tax-free payment by employer to ‘ 
spouse on death, 248(1)death benefit” 

* $11,500 denominator for reduced small 
business deduction for large corporations, 
125(5.1) ° 

* $11,500 RRSP contribution limit for 1991, 
146(1)“RRSP deduction limit” 
147.1(1)“money purchase limit” 
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$12,000 maximum federal tax at issue for 
Tax Court of Canada informal procedure 
after August 1993, Tax Court of Canada Act 
s. 18 ! 


$12,000 maximum penalty for failure to 
provide foreign-based information, 162(10) 
$12,500 basic federal tax threshold for high- 
income surtax, 180.1(1)(b) 


$12,500 inventory adjustment for farmers in 
loss years (1990-91), 28(1)(c) 

$12,500 RRSP contribution limit for ) 
1992-93, 146(1)“RRSP deduction limit” 
147.1(1)‘money purchase limit” 
$13,500 RRSP contribution limit for 1994 
and 1996-2003, 146(1)“RRSP dollar limit”, 
147.1(1)“money purchase limit” 


$14,500 RRSP contribution limit for 1995, 
146(1)“RRSP deduction limit” 
147.1(1)“‘money purchase limit” 

$15,000 athlete/entertainer income of 
Canadian resident from U.S. or U.S. resident 
from Canada not taxable, Canada—U.S. Tax 
Convention Art. XVI:1 


$15,000 basis for additional CCA for grain- 
drying machinery, Reg. 1100(1)(sb)(iv)(B) 
$15,000 cutoff for lump sum payment, 
withholding requirements, Reg. 103(4)(b), (c) 
$15,000 maximum contributions to eligible 
funeral arrangement for funeral services, 
148.1(1)“eligible funeral arrangement’’(b)(1) 


$15,000 maximum late filing penalty, 
66(12.75) 

$15,000 monthly employer withholdings, 
remittance dates, Reg. 108(1.1)(a) 

$15,500 pension adjustment limitation, Reg. 
8509(12)(a)(ai) ; 

$15,500 RRSP contribution limit for 2004, 
146(1)“RRSP deduction limit” 
147.1(1)‘money purchase limit” 

$16,069 threshold for reducing refundable ~ 
medical expense credit, 122.51(2)B(b) 
$20,000 automobile cost cap (purchased June 
18/87—Aug. 31/89), 13(2), 13(7)(g), (h), 
20(4), (16.1), 67.2-67.4, 85(1)(e.4), Reg. 
1101(laf), Reg. Sch. U:Cl., 10.1 
$20,000 limit in year of death for attendant 
care credit for disabled person, 118.2(2)(b.1) 


$20,000 maximum contributions to eligible 
funeral arrangement for cemetery care, 
148.1(1)“eligible funeral arrangement ’’(b)(ii) 
$20,000 maximum RRSP withdrawal for 
Home Buyers’ Plan, 146.01(1)“eligible 
amount’’(e) | 

$23,529 maximum base for leasing costs of 
automobile (leased June 18/87—Aug/89), 
67.3(d) 

$24,000 automobile cost cap before 1997, 
13(2), 13(7)(g), (h), 20(4), (16.1), 67.2-67.4, 
85(1)(e.4), Reg. 1101 (laf), 7307(1), Reg. 
Sch. I:Cl. 10.1 

$25,000 automobile cost cap effective 1997, 
13(2), 13(7)(g), (h), 20(4), (16.1), 67.2-67.4, 
85(1)(e.4), Reg. 1101(laf), 7307(1), Reg. 
Sch. I:Cl. 10.1 
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Dollar amounts in legislation and 


regulations (cont’d) 

¢ $24,000 basic annual ITC limit for 
individuals, 127(9)“annual investment tax 
credit limit” 


¢ $24,000 maximum penalty for failure to 
provide foreign-based information after 
demand, 162(10) 


¢ $24,000 minimum penalty for false statement 
in returns re transactions with non-residents 
and foreign properties, 163(2.4) 


¢ $24,000 per partner maximum penalty for 
failing to file partnership information return, 
162(8) ° 
¢ $25,000 below which arm’s length 
investment in small business permitted by 
RRSP, Reg. 4901(2)“connected shareholder” : 


¢ $25,000 below which leasing property rules : 
do not apply, Reg. 1100(1.11)(c), 
1100(1.13)(c), 1100(1.14), 8200(b) ° 


¢ $25,000 home relocation loan, interest 
deduction equivalent to, 110(1)G) ° 


¢ $25,000 maximum fine for offence, 238(1)(a) 


¢ $25,000 maximum investment in small 
business by specified shareholder’s RRSP, 
Reg. 4901(2)“designated shareholder’’(a) 


¢ $25,000 minimum depreciable property cost 
for pre-July 1988 approved project, 
127(9)“approved. project” 

¢ $25,921 income threshold for full GST credit 
and Child Tax Benefit, 122.5(3)(f)(i), 
122.61(1)B ‘ 

¢ $27,500 (indexed after 1988) lowest tax 
bracket cutoff, 117(2), 117.1(1)(b) 

¢ $28,235 maximum base for leasing costs of 
automobile, 67.3(d), Reg. 7307(4) 

¢ $30,000 maximum UI premium tax credit for 
small business, 126.1 

¢ $31,500 maximum RESP contributions for ° 
one beneficiary before 1996, 204.9(1)“excess 
amount’(b), 204.9(1)“RESP. annual limit’’(a) 

¢ $35,000 maximum contributions to eligible 
funeral arrangement, 148.1(1)“eligible funeral 
arrangement’ ’(b)(iii) 

¢ $40,000 basic exemption from minimum tax, 
127253 

¢ $40,000 income threshold for debt 
forgiveness reserve, 61.2:C 


¢ $40,000 maximum transfer of RESP 


payments to RRSP, 204.94(2)C(b) 6 
¢ $42,000 maximum RESP contributions per 

beneficiary effective 1996, 146.1(2)(h), (k), ° 

204.9(1)““excess amount’(b), 204.9(1)“RESP 


annual limit’’(b) ; 
¢ $50,000 cost of building, separate CCA class 
for, Reg. 1101(1ac), (lad), (Sb) 


¢ $50,000 (indexed after 1988) income : 
threshold for medical expense credits below 
3% of income, 118.2(1)C 


¢ $50,000 (indexed after 1988) income ° 
threshold for OAS and family allowance 
clawback, 180.2(2)A(b) 
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$50,000 maximum base for accelerated CCA 
on Year 2000 computer systems, Reg. 
1100(1)(zg)(iv), 1100(1)(zh)(iv) 

$50,000 monthly employer withholdings, 
remittance dates, Reg. 108(1.1)(a) 

$50,000 monthly employer withholdings, 
requirement to remit through financial 
institution, Reg. 110 

$55,000 (indexed after 1988) high tax bracket 
cutoff, 117(2), 117.1€1)(b) 

$75,000 capital gains deduction, 110.6(3) 
$80,000 income eligible for overseas 
employment tax credit, 122.3(1)(c) 


$84,000 maximum RESP contributions per 


beneficiary effective 1997, 146.1(2)(h), (k), 
204.9(1)““excess amount’’(b) 


$100,000 capital gains exemption, 110.6(3) 
$100,000 foreign assets, reporting 
requirement, 233.3(1)“reporting entity” 
$100,000 maximum cost of addition to pre- 
1979 building, Reg. Sch. II:Cl. 6(k) 


$100,000 minimum cost for accredited 
film/video production episode under 30 
minutes, Reg. 9300(b)(1) 

$200,000 active business income limit for 
small manufacturers’ M&P calculation, Reg. 
5201(b) 

$200,000 active business income of CCPC 
taxed at low rate, 125(1)(c), 125(2)-(S), 
125(7)“specified partnership 

income” A(b)M(i) 

$200,000 assets over which non-profit 
organization must file information return, 
149(12) 

$200,000 income limit for enhanced R&D 
investment tax credit, 127(10.2) 


$200,000 minimum cost for accredited 
film/video production episode at least 30 
minutes, Reg. 9300(b)(it) 

$250,000 service expenses:in Canada for 
foreign property rules, 206(1.1)(d)Gii)(C), (D) 
$375,000 capital gains deduction for qualified 
farm property, 110.6(2)(a), 110.6(12)(c) 
$375,000 capital gains deduction for qualified 
small business corporation shares, 
110.6(2.1)(a), 110.6(12)(c) 


$400,000 additional capital gains exemption 
for qualified farm property and small 
business corporation shares, 110.6(2)(a), 
110.6(2.1)(a), 110.6(3), (4) 

$400,000 phase-out limit for enhanced R&D 
investment tax credit, 127(10.2)A(b) 


$500,000 capital gains exemption for 
qualified farm property, 110.6(2)(a) 
$500,000 capital gains exemption for 
qualified small business corporation shares, 
110.6(2.1)(a) 


$500,000 dividend allowance for Part VI.1 
tax (preferred share dividends), 191.1(2)(a), 
191.1(4)(a) 

$500,000 exemption from earnings subject to 


branch tax, Canada-U.S. tax treaty Art. 
X:6(d) 
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Dollar amounts in legislation and 


regulations (cont’d) 
¢ $500,000 maximum cost of addition to pre- 


1988 building, Reg. Sch. I:Cl. 3(k)(G@v) 
$500,000 maximum small business bond, 
15.2(3)“qualifying debt obligation”(a) 
$500,000. maximum small business 
development bond, 15.1(3)‘‘qualifying debt 
obligation’’(a) 

$1,000,000 base level deduction for principal- 
business corporation, 18(2.2)-(2.4) 


$1,000,000 Canadian development expenses 
renounced to flow-through shareholder as 
Canadian exploration expenses after March 
5/96, 66(12.602)(c) 


$1,000,000 minimum cost for accredited 
film/video production, Reg. 9300(a) 
$1,000,000 over which depreciable property 
is not “exempt property’, Reg. 
1100(1.13)(a)@) 

$1,000,000 previous year’s dividends paid on 
taxable preferred shares reduces dividend 
allowance, 191.1(2)(b), 191.1(4)(b) 


$1,000,000 threshold of transactions with 
related non-residents for reporting 
requirements, 233.1(4) 


$2,000,000 Canadian development expenses 
renounced to flow-through shareholder as 
Canadian exploration expenses before March 
6, 1996, 66(12.602)(c) 

$2,000,000 expenditure limit for higher 
investment tax credit, 127(10.2)-(10.4) 
$2,500,000 calculation for term insurance 
component of life insurer, for investment 
income tax, Reg. 1900(6)D(a) 

$5,000,000 expected drilling expenses for 
well, 66.1(6)“Canadian exploration 
expense’’(d)(iv)(A) 

$5,000,000 gross revenue threshold for 
calculating transfer pricing penalty, 
247(3)(b) (i) me | 
$5,000,000 maxium cost of segregated fund, 
exclusion from financial institution rules, 
Reg. 9000(b) 

$5,000,000 threshold amount for oil and gas 
well, Reg. 1207(3), 4608(7), (8) 
$10,000,000. capital allowance threshold for 
life insurance corporation, 190.16(1)(a), 
190.16(2)(a), 190.16(3)(e) 

$10,000,000 capital deduction for Large 
Corporations Tax, 181.1(1)(b), 181.5C) 
$10,000,000 cost of pipeline, election for 
separate class, Reg. 1101(5i) 

$10,000,000 maximum investment for one 
corporation by LSVCC before Feb. 19/97, 
204.8“eligible investment’(e) 

$10,000,000 maximum investment in 
corporation to be “small business security” 
for qualified investments, Reg. 5100(2)(e) 
$10,000,000 minimum outstanding bonds for 
corporate bonds to be qualified investments, 
Reg. 4900(1)(i)(i1) 


$15,000,000 maximum investment for one 
corporation by LSVCC effective Feb,, 19/97, 
204.8“eligible investment’’(e) 

$15,000,000 maximum taxable capital of 
corporation that renounces Canadian 
development expense to flow-through 
shareholder as Canadian exploration expense, 
66(12.601)(a.1) 

$25,000,000 minimum corporate capital for 
bonds to be qualified investments, Reg. 
4900(1)(1) (iti) (A) 

$35,000,000 asset limit for corporation to be 
“small business security” for qualified 
investments, Reg. 5100(2)(f) [former version] 
$35,000,000 asset limit for eligible business 
entity for LSVCC (pre-1992), 204.8“eligible 
investment’(f), Reg. 5100(2.1)(b) 
$50,000,000 asset limit for corporation to be 
“small business security” for qualified 
investments, Reg. 5100(2)(f) 

$50,000,000 asset limit for eligible business 
entity for LSVCC, 204.8“eligible 
investment’ (f) 

$50,000,000 asset limit for qualified small 
business corporation (share not mark-to- 
market property), Reg. 9001(1)(c) 
$50,000,000 of qualified property, 
corporation’s shares deemed not foreign 
property, 206(1.1)(a) 

$200,000,000 basic capital deduction for 
financial institutions capital tax,.190.15 
$220,000,000 maximum capital deduction for 
financial institutions capital tax, 190.15 
$300,000,000 top capital allowance bracket 
for life insurance corporation, 190.16(1)(e), 
190.16(2)(e), 190.16(3)(e) 

$400,000,000 enhanced capital deductions for 
deposit-taking financial institutions, 190.17 


Donations, see Gifts and donations; Gratuities 


Double counting of deductions or credits, 
248(28) 


Double jeopardy, 238(3), 239(3) 


Double taxation, elimination of, Canada—U.S. 
Tax Convention Art. XXIV 


Doubtful debts 


reserve for, 12(1)(d), () 


Drilling and exploration expenses, see also 
Exploration and development expenses, 
Prospecting 
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associations, partnerships, syndicates, ITAR 
29(9), (10), (13) 

deduction by any corporation, ITAR 29(11) 
defined, ITAR 29(30) 

extended meaning of, ITAR 29(27), (28) 
general limitation, ITAR 29(31) 

incurred for specific considerations, ITAR 
29(23), (24) 

individual, of, ITAR 29(12) 

limitation re payments for rights, ITAR 
29(23), (24) 

oil or gas corporation, ITAR 29(1), (3)-(S) 
other corporations, ITAR 29(4), (5) 
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Drilling and exploration expenses (cont'd) 
* potash corporations, 66(2) 


* renunciation by joint. exploration corporation, 
ITAR 29(6), (7) 


* special product corporations, 66(2) 

Drilling or exploration expense 

¢ defined, 66(15) 

Drilling rights, see Exploration and drilling 

rights 

Drinks, see Food 

Drive-in theatre, property acquired for _ 

* capital cost allowance, Reg. Sch. I:Cl. 10(q) 

Driveway alterations 

* medical expense credit, 118.2(2)(1.6) 

Drought region 

* prescribed, Reg. 7305 

¢ sales of livestock in 

ee deferral of income from, 80.3(4) 

eee exceptions, 80.3(6) 

e¢ inclusion of deferred amount, 80.3(5) 

+o. m amalgamation, on, 87(2)(tt) 

Drugs, prescription, medical expense, 

118.2(2)(n) 

Due dates, see Deadlines 

Due diligence 

¢ defence to directors’ liability, 227.1(3) 

¢ defence to foreign reporting requirements, 
233.5 

Dues 

¢ not deductible, 8(5) 

¢ professional, union, etc., deduction for, 
8(1)(i) 

¢ recreational club, etc., not deductible, 
18(1)()Gi) 

Dwelling 


* modifications to, for physically impaired 
person, tax credit for, 118.2(2)(1.2) 


Dwelling-house 
¢ entry into, 231.1 


E 
EBP, see Employee benefit plan 


EBRD, see European Bank for Reconstruction 
and Development 


ECE, see Eligible capital expenditure , 
ECP, see Eligible capital property 
EFILE, see Electronic filing 


EI (employment insurance), see 
Unemployment insurance 


Earn-out agreement, see Production or use 


Earned depletion allowances 
* computation, Reg. 1201 
¢ deduction from income, 65 


Earned depletion base 


° capital costs of depreciable property, added 
Ga g 


*¢ proceeds of later disposition, 59(3.3)(b) 

* computation, Reg. 1202, 1205 

e expenses added to 

*¢ amounts receivable, portion included in 
income, 59(3.3)(a) 

Earned income 


¢ for child care expenses, 63(3)“earned 
income” 


¢ for Child Tax Benefit, 63(3)“earned income’, 
122.6 


<. fon RRSP purposes, defined, 146(1)“earned 
income” 


¢ for refundable medical expense credit, 
122.51(1)“eligible individual’(c) 

Earnings (of foreign affiliate) 

¢ defined, Reg. 5907(1) 

Earnings supplement, see Social assistance 

payment: supplementing employment income 

Easement 

* ecologically sensitive land, value when 
donated, 110.1(5), 118.1(12) 

Ecological gifts 

* by corporation, 110.1(1)(d) 

¢ by individual, 118.1(1)“total ecological gifts” 


* easement, servitude or covenant, valuation, 
110.1(S), 118.1012) 


¢ tax if donee disposes of the property, 207.31 
Ecologically sensitive land, see Ecological gifts 
Economic zone, see Exclusive economic zone 
Education credit, 118.6(2) 

e disabled student, 118.6(3) 

* unused 

ee transfer to spouse, 118.8 

*¢ transfer to supporting person, 118.9 


Education savings plan, 146.1, see also 


Registered education savings plan 

* appeal from refusal to register, 172(3)(e), 180 
e¢ conditions, 146.1(2) 

¢ defined, 146.1(1)“education savings plan” 
* payment out of 

** registered plan, 56(1)(q), 146.1(7) 

* registration of, 146.1(2), (4) 

*¢ conditions, 146.1(2) 

ee deemed, 146.1(3) 

ee refusal by Minister 

eee deemed, 172(4)(d) 

¢ trust deemed inter vivos, 146.1(11) 
Educational assistance payment 

¢ defined, 146.1(1) 


¢ from registered plan, taxable, 56(1)(q), 
146.1(7) 


¢ limitations on, 146.1(2)(g), (g.1) 
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Educational institution 

* certification by Human Resources 
Development Canada, 118.5(1)(a)(ii), 
118.6(1)“designated educational 
institution” (a)(il) 

¢ designated, defined, 118.6(1) 

Educational program 

¢ qualifying, defined, 118.6(1) 

Educational savings plan 

e defined, 146.1(1) 

Election(s) 

¢ amounts receivable at date of death, 70(2) 

ee revocation of, 70(4) 

¢ assets acquired from foreign affiliate, 
80.1(4)-(6) 

* averaging provisions, ITAR 49 

e basic herd, reduction of, 29(1) 

¢ beneficiary, by, re single payment from 
DPSP, Reg. 1503 

* branch tax, Reg. 2403 


¢ Canadian development expenses of 
partnership, exclusion of, 66.2(5)“Canadian 
development expense’ ’(f) 


* Canadian oil and gas property expenses of 
partnership, exclusion of, 66.4(5)“Canadian 
oil and gas property expense”(b) 

* capital cost allowance 

ee inclusions, Reg. 1103 

not to be deducted, ITAR 26.1(2) 

separate class for certain office equipment, 

Reg. 1101(5q) 

transfers between classes, Reg. 1103 

* capital dividend, re, 83(2)-(4) 

e excessive, tax on, 184 

capital gains dividend, re 
¢ investment corporation, 131(1), Reg. 2104 


mortgage investment corporation, 130.1(4), 
Reg. 2104.1 


° ' excessive, tax on, 184 


mutual fund corporation, 131(1), Reg. 
2104 
excessive, tax on, 184 
* capital gains exemption 
farm property, 110.6(2) 
gains to Feb. 22/94, 110.6(3), (19)—G0), 
see also Capital gains deduction: election 
to trigger gain 
* small business shares, 110.6(2.1) 
when corporation going public, 48.1 
capitalization of interest, 21 
carryforward or carryback, see Carryforward; 
Carryback 
¢ cash method (farmers), 28(1) 
* ceasing to be resident, on, 128.1(4)(b)(v), 
128.1(4)(d), Reg. 1300-1302 
* change in use of property, 45(2) 
* communal organization, re taxable income, 
143(2), (3) 
* corporation and partners re property 
transferred, 85(1), (2) 
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corporation and shareholder, re property 
transferred 


eligible property, 85(1.1) 
cost of capital property where change in 
control of corporation, 111(4)(e) 
death benefit, ITAR 40 
death of taxpayer, 70(6.2), Reg. Part X 


debt settled on windup of subsidiary into 
parent, 80.01(4) 


deemed capital loss on partnership interest, 
40(3.12) 


deemed disposition of bad debt or share of 
insolvent corporation, 50(1) 


deemed disposition of capital property on 
change of control, 111(4)(e) 
deferment of “departure tax” payment, 
159(4), Reg. 1301 
departure tax, see taxpayer ceasing to be 
resident (below) 
disposition of Canadian securities, 39(4) 
ean of share in foreign affiliate, 93(1), 
disposition of vessel, 13(15)(b), 13(16) 
employees profit sharing plan, Reg. 1500 
excessive, re dividend 

treatment of excess as loan, 184(3.1)—(5) 


° alternative treatment of, as separate 
dividend, 184(3), Reg. 2106 


executor, by, to carry back losses to year of 
death, 164(6) 


expropriation assets, re, 80.1(1), Reg. 4500 
farmer or fisherman, averaging income, 
119(1), (4), G), ©) 
fiscal period, non-calendar year, 249.1(4) 
fiscal period of terminated partnership, 
99(2)-(4) 
fishermen, tax deduction, Reg. 105.1 
foreign trust reporting, 233.2(5) 
forward averaging, 110.4(2) 

revocation, 110.4(6.1) 


gifts by communal organizations, allocated to 
members, 143(3.1) 


inducement, where offset by expense, 12(2.2) 
insurer 

non-resident, 219(5.2) 
interest on expropriation assets, 80.1(2) 
international banking centre eligible deposit, 
re, 33.1(6) 

restriction on, 33.1(7) 


investment tax credit, renunciation by general 
partner, 127(8.4) 


involuntary dispositions, 13(4) 

joint exploration corporation, 66(10)—(10.4) 
late, 220(3.2)-(3.7); Reg. 600 

leasing properties, in respect of, 16.1(1) 


legal representative of deceased taxpayer, 
see also Legal representative of deceased 
taxpayer 

lump-sum payments, ITAR 40 
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Eine (cont'd) 
master trust, re proportional holdings, 
206(2.1) 

* mortgage investment phe sta re capital 
gains dividend, 130.1(4) 

ee where not made, 130.1(4.1) 

¢ mutual fund corporation, re dividend, 
131¢)-(1.4) 

¢ mutual fund reorganization, - 
132.2(2)“qualifying exchange’’(c) 

* mutual fund trust status from beginning se 
first year, 132(6.1) 

¢ non-resident, to file return under Part I, 
216(1),.217 5 
restriction on deduction, 216(8) 

* non-resident-owned investment corporation, 
133(7.1)-(7.3), Reg. 500 

*¢ revocation of,’ Reg. 501 

* non-resident parent corporation, re interest on 
loan, 218(3), (4) 

¢ Part II of former Act, under, ITAR 66 

¢ Part VI.1 tax, to pay, 191.2 

* partners, by 

*¢ re property transferred, 97(2) 

validity of, 96(3) 

* partnership ceasing to exist 

e¢ rules applicable, 98(3), (4) 

¢ partnership’s Canadian development 
expenses, 66.2(5)“Canadian development 
expense’ (f) 

* partnership’s Canadian oil and gas property 
expenses, 66.4(5)“Canadian oil and gas 
property expense’’(b) 

* pension plan payments, ITAR 40 

* personal injury award, 81(5) 

¢ personal representative, by, to carry back 
losses to year of death, 164(6) 


¢ preferred beneficiary, of trust, Alay 
104(14), Reg. 2800 


* principal residence, 45(3) 

distribution by spousal trust, 107(2.01) 

ee where not available, 45(4) 

* property owned on Dec. 31/71, ITAR 26(7) 

* proportional holdings in trust property, 259(2) 
* proprietor, on disposing of business, 25 

* public corporation, to be, ITAR 50(2) 

e qualifying dividend 

late-filed, 83(3)-(S) 

¢ RPP contribution 

additional voluntary contributions, 8(1.1) 

° ai of RRSP premiums, ITAR 61(2), Reg. 


¢ replacement property, 13(4), 44(5) 

* representation expense, 20(9), 

¢ research and development, 318A ®B), 
37(9) 

¢ reserve for 1995 stub period income, 34.2 

* reserves for year of death, 72(2) 


* retirement compensation arrangement 
ee additional voluntary contributions, 
8(L)(L1)) 

ee refundable tax, 207.5(2) 

¢ rights or things on death, re, 702) 

ee revocation of, 70(4) 

¢ sale of accounts receivable, 22 

* scientific research, 37(8)(a)(ii)(B), 37(9) 

* scientific research tax credit; re first holder “ 
share, 127.3(9) 

* segregated fund trusts, Reg. 6100 

* services not rendered, 20(24), (25) 


¢ share-purchase tax credit, re first holder of 
share, 127.2(10) 


¢ small business development bond, 15.1(3)- 
¢ subsec. 26(7) of ITAR, under, Reg. 4700 
¢ surpluses, re, Reg. Part XXI 


* tax pursuant to, deemed payable under 
amended Act, ITAR 49(1) 


* taxpayer ceasing to be resident 
ee deferral of capital gains, 128. 1(4)(b)(Qv), 


Reg. 1300 

ee — deferral of payment of taxes,’ 15904), Reg. 
1301 

°° realization of capital gains, 128. 1(4\(a), 
Reg. 1302 


* time of acquisition of control, re, 256(9). 
¢ transfer of property to corporation — 
ee partnership, from, 85(2), (6)=(9) 
**¢ partnership wound up, 85(3)° ’ 
shareholder, by, 85(1), (6)—(9) 
° eligible property, 85(1.1) 
* treat bovine animal as specified animal, 
28(1.2) 
* treat dividend as capital dividend, to, 
83(2.2)-(2.4) 
where not available, 83(2.1) 


* trigger capital gain on small business 
corporation share, 48.1 


¢ trust, by 
** accumulating income, 104(12), 104(14), 
Reg. 2800 


** postponement of 21-year deemed © 
disposition rule, 104(5.3), 108(1)“trust’’(g) 

ee. preferred beneficiary, 104(12), 104(14), 
Reg. 2800 

¢ \V-day value, re, Reg. 4700 

¢ withholding tax, 153(1)(n) 

ee to increase, 153(1.2), Reg. 109 

* work in progress, exclusion of, 34 

Election expenses 

* contributions deductible, 127(3)-(4.2) 


Elector 

¢ defined, 110.6(19) 

Electric, gas or steam corporations 

¢ information returns, Reg. 213 

Electrical advertising signs 

* capital cost allowance, Reg. Sch. H:Cl. 11 
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Electrical energy, see also Energy: electrical 

* processing of, investment tax credit, 
127(9)“qualified property’’(c.1) 

Electrical furnace 

* medical expense credit for, Reg. 5700(c.2) 

Electrical generating equipment 


* capital cost allowance, Reg. Sch. II:Cl. 1(k), 
Sch. II:Cl. 2(a), Sch. IL:Cl. 8(g), Sch. U:C1. 
8(h), Sch. II:Cl. 9(e), Sch. I:Cl. 9(f), Sch. 
ae 29° Sch. IC]. 34, Sch iECl 40 sen. 
TECh 41 


¢ electrical energy producer/distributor 


¢* capital cost allowance, Reg. Sch. II:Cl. 
1(m), Sch. II:Cl. 8(f), Sch. U:Cl. 9(a) 


¢ for mine 
** capital cost allowance, Reg. 1102(8)-(9.2), 
Reg. Sch. I:Cl. 10(1), Sch. If:Cl. 41 

Electricity, see Energy: electrical 

Electronic communications equipment 

* capital cost allowance, Reg. 1101(5p), Reg. 
Sch. II:Cl. 10(f) 

Electronic document 

* print-out as proof, 244(9) 

Electronic filing, 150.1 

¢ information returns, 244(22) 

¢ proof of return filed, 244(21) 

Electronic point-of-sale equipment 

* capital cost allowance, Reg. Sch. I:Cl. 12(s) 

Electronic records 

* requirement to maintain, 230(4.1) 

ee exemption, 230(4.2) 

Elevator 

e for disabled, 20(1)(qq) 

* grain, 76(4), (5) 

Eligible amount 

¢ defined 

** in respect of foreign retirement 

arrangement, 60.01 


*¢ in respect of Home Buyers’ Plan, 
146.01(1) 


** in respect of RRIF, 146.3(6.11) 


Eligible business entity 
¢ defined, 204.8 


Eligible Canadian partnership 

¢ defined, 80(1), 80.04(1) 

* whether a “directed person”, 80(1)“directed 
person” 

Eligible capital amount 

* amalgamation, on, 87(2)(f) 

e defined, 14(1) 

* included in business income, 14(1) 

* partnership ceasing to exist, on, 98(3)(g), 
98(5)(h) 

* treated as taxable capital gain for capital 


gains exemption on qualified farm property, 
14(1.1) 


Eligible capital expenditure . 

* amalgamation, on, 87(2)(f) 

¢ defined, 14(5) 

* partnership ceasing to exist, on, 98(3)(g) 

¢ qualified farm property, in respect of, 
14(1.1)(b) AGIA) 

¢ reduction where assistance received in respect 
of, 14(10), (11) 

* repayment of assistance - 


e« deduction after ceasing to carry on 
business, 20(1)(hh.1) 


¢* while carrying on business, 14(10)(b) 
Eligible capital property, see also Cumulative 
eligible capital 

* amalgamation, on, 87(2)(f) 

¢ deduction on ceasing to carry on business, 24 
¢ deemed disposition of 

ee on death, 70(5.1) 

e defined, 54, 248(1) 

¢ disposition of 

ee bad debt on, 20(4.2) 

ee deemed, on death, 70(5.1) 

ee income inclusion, 14(1) 

** no capital gain, 39(1)(a)() 

*« no capital loss, 39(1)(b)Gi) 

°° uncollectible portion of proceeds, 20(4:2) 
¢ distribution by trust to beneficiary, 107(2)(f) 


* “eligible property” for transfer to corporation 
by shareholder, 85(1.1)(e) 


* excessive capital gains exemption election, 
14(9) 

¢ exchange of, 14(6) 

¢* replacement property, 14(7) 

* incorporation expenses, IT-143R2 para. 13 

* partnership ceasing to exist, on, 98(3)(g) 

* qualified farm property, relating to, 14(1.1) 

¢ rollover to corporation, on, 85(1)(d.1) 

¢ transferred to corporation, 85(1)(d), (e.1) 

¢ winding-up, on, 88(1)(c.1) 

Eligible corporation (for RRSP/RRIF small 

business investments) 

¢ defined, Reg. 5100(1) 

¢ qualified investment in, Reg. 4900(6)(a) 

Eligible deposit 

* international banking centre, with, 33.1(1) 

ee deductible only from IBC income, 33.1(8) 

Eligible funeral arrangement, 148.1 

¢ defined, 148.1(1), 248(1) 


¢ excluded from various trust rules, 
108(1)‘trust’(e.1) 


¢ exemption for amount accruing in, 
148.1(2)(a) 

* income inclusion on return of funds, 
12(1)(z.4), 148.1(3) 

¢ information return, Reg. 201(1)(f) 


¢ provision of funeral services under, 
148.1(2)(b)() 
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Eligible individual 
e defined 
ee for Child Tax Benefit, 122:5(1), (2) 


e* for GST credit, 122.6, 122.62(1); Reg. 
6301, 6302 

¢¢ for refundable medical expense credit, 
122.51(1) 

Eligible investment (of labour-sponsored 

venture capital corporation) 

¢ defined, 204.8 

¢ tax where insufficient, 204.82 

ee refund of tax, 204.83 


Eligible labour body 

¢ defined, 204.8 

Eligible landfill site —__ 

¢ defined, Reg. 1104(13) 

Eligible loan 

¢ made by international banking centre, 33.1(1) 

*¢ ceasing to be eligible, rules, 33.1(11)(a) 

** where no deduction permitted, 33.1(10) 

Eligible period of reduced pay 

e defined, Reg. 8500(1) 

Eligible period of temporary absence 

¢ defined, Reg. 8500(1) 

Eligible portion (of corporation’s gains or 

losses) 

e defined, 129(4) 

Eligible production corporation 

¢ defined, for film/video production services 
credit, 125.5(1) 

Eligible property 

¢ shareholder/corporation rollover, for, 85(1) 

ee defined, 85(1.1) 

ee limitation re real property of non- -resident, 

85(1.2) 

Eligible real property gain 

¢ defined, 108(1), 110.6(1) 

Eligible real property loss 

¢ defined, 108(1), 110.6(1) ° 

Eligible sewage treatment facility 

¢ defined, Reg. 1104(13) 

Eligible survivor benefit period 

* defined, Reg. 8500(1) 

Eligible taxable capital gains of trust, defined, 

108(1)“eligible taxable capital gains” 

Eligible taxpayer 

¢ defined, for small business investment tax 
credit, 127(9) 

Eligible transferee (of forgiven debt) 


* agreement to transfer forgiven amount to, 
80.04(4) 


¢ defined, 80.04(2) 


Eligible waste management facility 
¢ defined, Reg. 1104(13) 


Elk, 80.3(1)“breeding animals” 


Emigration, see ere to be resident in 

Canada : 

Employed 

¢ defined, 248(1) 

¢ in Canada 

ee deemed, 115(2)(c) 

** non-residents, tax on, 2(3), 115(1) 

e¢ — part-year residents, 114 

Employee 

¢ aircraft 

e¢ capital cost allowance, 8(1)Q)(i), 13C1) 

¢* deductions allowed, 8(1)G), 8(9) 

¢ allowances, 6(1)(b) 

e* not income, 6(6) 

e automobile (belonging to employee) 

*¢ capital cost allowance, 8(1)(Gj)(@i), a 
Reg. 1100(1)(a)(x), 1100(6) 

*¢ interest expense, 8(1)(j)(i), 67.2, 67. Aes 

¢* easing expense, 67.3, 67.4 

¢ automobile (belonging to employer) 

ee employee of partner, 12(,)(y) 

e¢ goods and services tax, treatment of, 6(7) 


*¢ operating expenses, benefit, 6(1)(k), s 
Reg. 7305.1 


ee rule for automobile salesperson, 6(2.1) 

*¢ standby charge, benefit, 6(1)(e), 6(2) 

* automotive products, transitional assistance 
benefits taxable, 56(1)(a)(v) 

¢ benefit, see Benefit: employment 

* benefit plan, see Employee benefit plan 

¢ benefits taxable, 6(1) 

° apes Pension Plan, contribution, Ngo for, 

* charity trust, receipts, Reg: 3502 

¢ clergyman’s residence, 8(1)(c) 

* contribution to RPP deductible, 147.2(4).. 

* contribution to teachers’ exchange fund, 
8(1)(d) 

¢ deductions, see Deductions in computing 
income from office or employment 


e dues 

¢¢ deduction, 8(1)() 

** non-deductible, 8(5) 

¢ dues to professional organization, deductible, 
8(1)()(i) 

¢ employer, as 

ee deductions, 8(1)(i)(ii), 8(1)d.1) 

eee certificate of employer, 8(10) 

* employment insurance premiums 

** as employer, deductions, 8(1)(1-.1) 

ee credit for, 118.7 

* expenses of 

ee deductions, 8(1) 

e¢ general limitation,, 8(2) 

¢ foreign country, of 

** exemption, 149(1)(a) 

¢» family and servants of, 149(1)(b) 

¢ former, see Former employee 


DYT2 


Employee (cont'd) 
* group insurance premium, portion taxable, 
) 


¢ housing loans to, or spouse, 15(2)(a)(i1), 
15(2.4)(b) 

e includes officer, 248(1) 

* income maintenance plan benefits, ITAR 19 

¢ incorporated, see Personal services business 

¢ international organization, of, tax deduction, 
126(3) 

¢ legal costs recovered, income, 56(1)(1) 

¢ legal expenses of collecting or establishing 
right to wages, 81(1)(b) 

e loan, see Employee loan 

¢ meals, 8(4) 

* musical instrument costs, 8(1)(p) 

* negotiating contracts, expenses, 8(1)f) 

certificate of employer, 8(10) 

* part-time 

travelling allowance, excluded from 

income, 81(3.1) 

* payments received from employer 

ee during employment, 5(1), 6(3) 

on death, see Death benefit 


** on termination or retirement, see Retiring 
allowance 

¢ profit sharing plan, see Employees profit 
sharing plan 

¢ railway, see Railway: employees, 8(1)(e) 

¢ registered pension plan contributions, 
8(1)(m), 147.2(4) 

* retirement compensation arrangement, see 
Retirement compensation arrangement 

¢ return required of, re withholding of tax, 

227(2), Reg. 107 
where not filed, 227(3) 


¢ salary deferral arrangements, deduction for 
amounts forfeited under, 8(1)(0) 


° salesperson’s expenses, 8(1)(f) 

certificate of employer, 8(10) 

¢ share option benefits, 7(1) 

¢ shares held by trustee, 7(2) 

¢ shares purchased for, by trustee, 7(6) 

¢ sickness and accident benefits, income, 
6(1)(f) 

¢ stock options, see Stock options 

* transport, away-from-home expenses, 8(1)(g) 

* travelling expenses of, 8(1)(h) 

ee certificate of employer, 8(10) 

ee limitation, 8(4) 

eee re meals, 8(4) 

trust, see Employee trust 

* unemployment insurance premiums 

¢* as employer, deduction, 8(1)(.1) 

e* credit for, 118.7 

* union dues, deductible, 8(1)(@)(@) 

Employee benefit plan 

¢ allocations, 32.1(2) 

* amalgamation, on, 87(2)Q.3) 


e 
e 
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* amount received from, see payments out of 
(below) 


* becoming retirement compensation 
arrangement 


e* deemed contribution, 207.6(4) 

¢ benefits from, 6(1)(g) 

*e not includable in employee’s income, 

6(1)(a)(ii) 

* contributions to, 6(10) 

** not deductible, 18(1)(o) 

ee when deductible, 18(10) 

deduction in computing income of, 

104(6)(a.1) 

deduction to employer, 32.1 

defined, 248(1) 

e distribution by, 107.1 

e excluded from various trust rules, 
108(1)“trust’’(a) 

e income of, 32.1(3) 

* payments out of 

** not subject to non-resident tax, 212(17) 

** to employee, taxable, 6(1)(g) 

ece source withholding, 153(1)(a) 

** to employer, taxable, 12(1)(n.1) 

* prescribed arrangement, Reg. 6800 

Employee loan, 6(9), 80.4(1) 

¢ forgiven, amount to be included in income, 
6(15) 

¢ interest paid on money borrowed to make, 
20(1)(c)(v) 

* to buy motor vehicle, 15(2)(a)(Gv), 15(2.4)(d) 

* to buy stock, 15(2)(a)(ili), 15(2.4)(c) 

Employee trust, 6(1)(h) 

¢ allocations under, includable in income, 
6(1)(h) 

¢ benefits from, not includable in employee’s 
income, 6(1)(a)(i1) 

¢ deduction in computing income of, 104(6)(a) 

e defined, 248(1) 

¢ distribution by, 107.1 

¢ excluded from various trust rules, 
108(1)“trust’(a) 

* payments out of, not subject to non-resident 
tax 212017) 

¢ receipt from, 12(1)(n) 

Employees profit sharing plan 

* allocations under, income, 6(1)(d), 144(3) 

* capital gains allocated, 144(4)-(4.2) 

¢ deferred profit sharing plan not an, 147(6) 

¢ defined, 144(1), 248(1) 

¢ disposition of property to 

ee capital loss nil, 40(2)(g)(iv)(A) 

¢ dividend credit allocated, 144(8) 

¢ election, Reg. 1500 

¢ employer’s contribution, deduction, 20(1)(w), 
144(5) 

¢ excluded from various trust rules, 
108(1)‘‘trust’’(a) 
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Employees profit sharing plan (cont'd) 
¢ flow-through entity for capital gains 
exemption, 39.1(1) 


¢ foreign tax credit, 144(8.1) 

* income allocated, 144(3) 

¢ information return, Reg. 212 

* interest income, allocation re, 144(8.2) 

* payment under 

*¢ portion excluded from income, 81(1)(k) 


** used to purchase income-averaging 
annuity contract, deductible, 61(2)(a) 


* payments “out of profits” defined, 144(10) 

¢ receipts from, 12(1)(n) 

*¢ by employee, 144(6)-(8) 

* refund to former beneficiary, 144(9) 

* registration of, as DPSP, 147(3), (4) 

* trust not taxable, 144(2), 149(1) 

Employer 

* certificate re employees’ expenses, 8(10) 

¢ contributions of 

¢« Canada Pension Plan, to 

eee deductible, 8(1)(.1)@) 

e¢ deferred profit sharing plan, to, 20(1)(y), 
147(8)-(9.1) 

eee limitation on deductibility, 18(1)Q) 

*¢ employees profit sharing plan, to, 
20(1)(w), 144(5) 

** employment insurance premiums, see 
unemployment insurance premiums 
(below) 

*¢ pension plan, 20(1)(q), 147.2(1)-(3), Reg. 
Part XX VII [Revoked] ° 

eee special, 20(1)(r) 

ee profit sharing plan, to 

eee limitation on deductibility, 18(1)(k) 


*¢ registered supplementary unemployment 
benefit plan, to, 145(5) 


eee limitation on deductibility, 18(1)(i) 

** unemployment insurance premiums 

eee deductible, 8(1)(1.1)(i), 9) 

eee tax credit for 1993, 126.1 

¢ deduction re salary deferral arrangements, 
20(1)(00) 

e defined, 248(1) 

ee for automobile standby charge, 6(2) 

*e¢ for disability insurance top-up payments, 

6(17) 
** for employee loans, 80.4(1)(b)() 


** for incorporated employee/RCA rules, 
207.6(3)(a) 


¢¢ for municipal officer's expense allowance, 


81(3)(c) 
¢¢ for UI premium tax credit, 126.1(1) 
ee generally, 248(1) 
* participating, defined, 147.1(1), Reg. 8308(7) 
* payment to employee 
ee during employment, 5(1), 6(3) 
*¢ on death, see Death benefit 


*¢ on termination or retirement, see Retiring 
allowance 


¢ specified, see Specified employer 

¢ union locals all deemed to be one, for 
pension purposes, 252.1 

¢ withholding of tax, 153(1), Reg. 101 

*¢ variations in deductions, Reg. 106 


Employment 

¢ benefits, see Benefit 

¢ defined, 248(1) 

* expenses, see Employee: expenses of 


* income from, 5(1), 6(1), Canada—U.S. Tax 
Convention Art. XV 


ee reimbursement to employer, 8(1)(n.1) 

* insurance, see Unemployment insurance 

¢ loss from, 5(2) 

° office or, see Office or employment 

¢ outside Canada, tax credit, 122.3 

* special work site, at, 6(6) 

* tax credit [repealed], 127(13)-(16), Reg. 6000 


** amalgamation, continuation of 
predecessor’s, 87(2)(qq) 


*¢ parent’s, after subsidiary wound up, 
88(1)(e.4) 

* termination of, see Former employee; 

Retiring allowance 

Employment insurance, see also Registered 

supplementary unemployment benefit plan 

¢ benefit 

** remuneration, Reg. 100(1) 

ee repayment of, 60(v.1) 

** repayment of overpayment, deduction for, 
60(n) 

ee taxable, 56(1)(a)(iv) 

ee withholding tax, 153(1)(d.1) 

* premium 

ee paid by employee 

on as employee, credit, 118.7 

eee as employer, deduction, 8(1)(1.1) 


*¢ paid by employer, deduction, 9(1) (general 
accounting principles) 


*¢ paid by employer in 1993, tax credit, 
126.1 


os deemed to be overpayment of tax, 
126.1(6),. (7) 
eee determination of credit by Minister, 


152(3.4), (3.5) 


os joint liability of partners for excess 
refund, 160.1(2.2) 


eee refund of, 164(1.6) 

no interest on, 164(3) 

ee  short-remitting of, when credit claimed, 

126.1(12) 

Program for Older Worker Adjustment, see 
Older Worker Adjustment, Program for 

* tips and gratuities covered by, Reg. 
100(1)“‘remuneration’”’(a. 1) 

¢ “UI premium tax credit” defined, 126.1(8) 
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Employment Insurance Act — 


* benefits under, see Employment insurance: 
benefit 


* costs of appealing decision under, deductible, 
60(0) 

ee recovery of, income, 56(1)(1)Gi) 

¢ financial assistance under, 56(1)(r) 


Enactment, see also Amendments; Legislation 
¢ defined, ITAR 12“enactment” 


Energy 


* conservation property, Reg. 8200.1, Reg. Sch. 


IFC): 43:1 
ee determination of, 13(18.1) 


«+ disclosure of information to Energy, 
Mines & Resources, 241(4)(d)(vi.1) 


* conversion grant 

ee included in income, 12(1)(u), 56(1)(s) 

e* information return re, Reg. 224 

ee non-resident taxable on, 212(1)(s) 

** prescribed program, Reg. 5501 

* electrical 

¢ corporation distributing or generating 

wr e.8 equipment for, Reg. '1102(8), (9), Sch. 
II:Cl. 1(m), Sch. H:Cl. 2(c) 


one's exclusion from CCA restrictions, Reg. 
1100(26)(a) 
eee information return, Reg. 213(1) 


** equipment for processing in prescribed 
area, 127(9)‘qualified property’(c.1) 

ee producing or processing, _ . 
125.1(3)“manufacturing or processing”(h), 
Reg. 1104(9)(h) 

* generation of, 66(15)“principal-business 

corporation’’(h) 

* property, see Specified energy property 

¢ wind, conversion system, Reg. Sch. II:Cl. 34 

Energy, Mines & Resources, see Department 

of Energy, Mines and Resources 


Enforcement of Act, 220-244, see also 
Collection of tax 


England, see United Kingdom 

Enhanced combined cycle system 

¢ defined, Reg. 1104(13) 

Enhanced garnishment, 224(1.2), (1.3) 
Enhanced recovery equipment, Reg. 1206(1) 
¢ proceeds of disposition, 59(3.3)(d) 
Enquiry, see Inquiry 

Entering Canada, see Becoming resident in 
Canada 


Entertainer 

¢ US. resident, Canada—U.S. Tax Convention 
Art. XVI 

Entertainment expenses (and meals) 

* airplane, train, bus travel, 67.1(4) 

* Christmas party exemption, 67.1(2)(e) 

* club dues and facilities, 18(1)() 

¢ “entertainment” meaning of, 67.1(4) 


* general limitation on deduction for, 67.1(1), 
°* exceptions, 67.1(2) 

¢ included in convention fee 

ee |imitation on deductibility, 67.1(3) 

* interpretation, 67.1(4) 

Entry 


¢ Canada, into, see Becoming resident in 
Canada 


¢ dwelling-house, into, 231.1 
** compliance required, 231.5(2) 


Environment 

* conservation of, see Ecological gifts 

Environmental trust, see Qualifying 

environmental trust 

Environmentally hypersensitive person 

* equipment qualifying for medical expense 
credit, Reg. 5700(c)(c.2) 

Equalization payments (family law) 

* rules on partition of property, 248(20) 

Equipment 

¢ administering oxygen, for, 118.2(2)(k) 

e automotive, CCA, Reg. Sch. II:Cl. 10(a), see 
also Automobile . 

¢ bituminous sands 

defined, 59(6), Reg. 1206(1) 

¢¢ proceeds of disposition, 59(3.3)(c) 

¢ cable systems interface, CCA, Reg. Sch. 
IL:Cl, LOW ye 

* contractor’s movable, CCA, Reg. Sch. I:Cl. 
10(h), Sch. II:Cl. 22, Sch. I:Cl. 38 

¢ data communication, CCA, Reg: Sch. II:Cl. 3 

¢ disability-specific, deduction for, 20(1)(r) 

* earth-moving, separate class, Reg. 1101(5k) 

* electrical energy processing, investment tax 
credit, 127(9)“qualified property’’(c.1) 

¢ electrical generating, Reg. 1100(1)(t), (ta), 
Reg. Sch. II:Cl. 1(k),; Sch. IC. 1(m), Sch. 
IE:Cl. 2(a), Sch. I:Cl. 8(g), Sch. I:Cl. 9(e), 
Sch. II:Cl. 9(f), Sch. II:Cl. 29, Sch. I:Cl.. 34, 
Sch. II:Cl. 40 

* electronic data-processing, CCA, Reg. Sch. 

IL:Cl. 10(f), Sch. If:Cl. 29, Sch. II:Cl. 40 
general-purpose, defined, Reg. 1104(2) 

* electronic point-of-sale, CCA, Reg. Sch. 
II:Cl. 12(s) 

¢ enhanced recovery, Reg. 1206(1) 

** proceeds of disposition, 59(3.3)(d) 

¢ for hearing- or sight-impaired, business 
expense, 20(1)(rr) 

* gas manufacturing/distribution, CCA, Reg. 
Sch. II:Cl. 1(), Sch. I:Cl. 2(d) 

* gas or oil well, CCA, Reg. 1104(2), Reg. 
Sch. II:Cl. 10G) 

¢ generating, Reg. 1100(1)(t), (ta), Reg. Sch. 
I:Cl. 1(k), Sch. II:Cl. 1(m), Sch. UC. 2(a), 
Sch. II:Cl. 2(c),.Sch, II:Cl..8(6), Sch, T:Cl. 
8(g), Sch. II:Cl. 9(a), Sch. I:Cl. 9(e), Sch. 
IE:Cl. 9(f), Sch. Il:Cl. 29, Sch. TI:Cl. 34, Sch. 
I:Cl. 40 
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Equipment (cont'd) 

¢ heat production/distribution, CCA, Reg. Sch. 
I:Cl. 1(p), Sch. H:Cl. 2( 

¢ heat recovery, CCA, Reg. Sch. I:Cl. 34 

¢ logging, CCA, Reg. Sch. II:Cl. 10(0) 


* machinery and, CCA, Reg. Sch. II:Cl. 8, Sch. 


I-Cl. 29 

* medical, 118.2(2)(m), Reg. 5700 

¢ mining, CCA, Reg. Sch. II:Cl. 10(k), Sch. 
TE:Cl. 10(1), Sch. H-Cl. 10(m), Sch. Cl. 41 

¢ oil or gas well, CCA, Reg. Sch. II:Cl. 10@), 
Sch. II:Cl. 41 


* petroleum/natural gas exploration, CCA, Reg. 


Sch. I-Cl. 10(t), Sch. I:Cl. 41 


* pollution control, Reg. 1100(1)(t), Reg. Sch. 
IE:CL 24, Sch. U:Cl. 27 

* prescribed 

** for sight- or hearing-impaired, business 
expense, 20(1)(rr) 

** medical, 118.2(2)(m), Reg. 5700 

*¢ qualified construction equipment, Reg. 
4603 


*¢ qualified transportation equipment, Reg. 
4601 


¢ radar, CCA, Reg. Sch. II:Cl. 9 


* radio communication, CCA, Reg. Sch. H:Cl. 
8, Sch. T:Cl. 9 


* railway traffic control, CCA, Reg. Sch. II:Cl. 
1 (i) 


* scientific research, for, 37(8)(a)(i1) 

¢ solar heating, CCA, Reg. Sch. II:Cl. 34 

* stable, CCA, Reg. Sch. II:Cl 10(c) 

* steam generating, CCA, Reg. Sch. II:Cl. 34 


* telephone/telegraph, CCA, Reg. Sch. II:Cl. 3, 
Sch. H:Cl_ 17 


* tertiary recovery, Reg. 1206(1) 

* timber limit, for, CCA, Reg. Sch. IE:Cl. 
10(n), Sch. If:Cl. 15 

* water-distributing, CCA, Reg. Sch. I:Cl. 
Ifo), Sch. I:Cl. 10(e) 

Equity, see also Adjusted equity 

* defined, 20.1(2), (7) 

* limit on deductibility of interest relating to 
distributions, 20.1(1), (3) 

Equity accounting method 

¢ prohibited for debt forgiveness reserve, 
61.3(1)(b)C(i) 

* prohibited for purposes of Act, 248(24) 

Equity limit (of insurer) 

* defined, Reg. 2400(1) [draft], Reg. 2405(3) 
[to be repealed] 

Equity percentage 

° defmed, 95(4) 

¢ direct, defined, 95(4)“direct equity 
percentage” 

Equity property 

* defined, Reg. 2400(1) [draft], Reg. 2405(3) 
[to be repealed] 

Equity share, defined, 204, Reg. 4803(1) 


Equivalent to married credit, 118(1)B(b) 
Equivalent to spouse credit, 1 18(1)B(b) 
Escalating interest GICs 

¢ income accrual, Reg. 7000(2)(c.1) 
Establishment, see Permanent establishment 


Estate, see also Trust (or estate) 

¢ bankrupt, of 

** deemed not trust or estate, 128(1)(b) 
ee defined, 248(1) 


* (Canada/Quebec Pension Plan death benefit 
taxed, 56(1)(a.1) 


* carryback of losses to year of death, 164(6) 
¢ debt of deceased settled by, 80(2)(p), (q) 

¢ defined, 104(1), 248(1) 

¢ flow-through of death benefits, 104(28) 


* income of, paid to non-resident, 212(1)(c), 
212(11) 


** exemption for, 212(9), (10) 

¢ information returns, Reg. 204 

* life, see Life estate in real property 

* pur autre vie, see Life estate in real property 

¢ return required, 150(1)(c) 

* transfer of rights or things to beneficiaries, 
70(3) 

Estate planning, see also Death of taxpayer 

* attribution rule inapplicable on certain 
benefits through trust, 74.4(4) 

Estate tax 

¢ Canadian [repealed in 1972] 

¢¢ deduction of, from pension benefits etc., 


60(m) 
*¢ interest on, deductible, 60(d) 
+ US: 


*e credit for, Canada—U.S. Tax Convention 
Art. XXIX B:6, 7 


** interest on, possibly deductible, 60(d) 
Estimate of tax, required, 151 


European Bank for Reconstruction and 
Development 


¢ bonds of 
ee eligible for RRSP investment, Reg. 
4900(1)(D)(v) 


¢* excluded from foreign property, 
206(1)“foreign property’’(g)(iv.1) 

* no withholding tax on interest payable to, 
Reg. 806.1 

Evasion of tax, see Tax evasion, penalty for 

Evidence, see Proof 

Excepted dividend 

¢ defined, 187.1 

Excepted gift 

e defined, 118.1(19) 

¢ donation to charity permitted, 118.1(13) 

Excess amount (for registered education 

savings plan) 

¢ defined, 204.9(1), (2) 
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Excess money purchase transfer. 

* re past service event, Reg. 8303(7.1) 

Exchanges of property 

* amalgamation, effect of, 87(2)(1.3) 

* capital property, 44 

* corporation controlling or:controlled by 
taxpayer, 44(7) 

¢ depreciable property, 13(4), (4.1) 

* eligible capital property, 14(6), (7) 

* leasing properties, 16.1(5)-(7) 

* non-qualifying security donated to charity, 
118.115) 

* non-resident, 44(7) > 

Exchanges of shares, see Share 

Excise Tax Act, see also Goods and services 

tax (GST) ; 


* communication of information for 
enforcement of, 241(4)(d)(i) 


e fuel tax rebate under, 12(1)(x.1) 

e GST included in taxable benefit, 6(7), 15(1.3) 

¢ input tax credit under, deemed to be 
government assistance, 248(16)—(18) 

e rebate under, deemed not to be 
reimbursement, 8(11) 


* tax. payable under Part IX, 248(1)“goods and — 


services tax” 
Excluded amount (re registered education 
savings plan) 
* defined, 146.1(7.2),. 
* excluded from income, 146.1(7.1)(b) 
Excluded arrangement (re tax on investment 
income of life insurers) 
¢ defined, Reg. 1900(1) 
Excluded benefits (re registered pension plan) 
¢ defined, Reg. 8303(5)(f)—(), 8504(10) 
¢ excluded from normalized pension, Reg, 
8303(5) 
Excluded consideration 
¢ defined, re corporation attrubition rules, 
74.4(1) 
* excluded from attribution rules, 74.4(2)/4), 
74.4(3) 
Excluded contribution (to registered pension 
plan) 
¢ defined, Reg. 8300(1) 
* excluded from pension credit, Reg. 
8301(4)(a), 8301(5)(a), 8301(8)(e) 
¢ excluded from provisional PSPA, Reg. 
8303(8) 
Excluded corporation 
* charities, non-qualified investment rules 
¢ «debt excluded from non-qualified 
investments, 149.1(1)“non-qualified 
investment’’(a)(ii) 
ee defined, 149.1(1)“non-qualified 
investment” (d)—(f) 
¢ refundable investment tax credit 
e« defined, 127.1(2) 


e* excluded from additional credit, 
127.1(2)“refundable investment, tax 
credit’(a) pre-(f), 127.1(2.01) 


e« SRTC designation not allowed after June 
15/84, 194(4.2)(c) 

Excluded. dividend (for Part VI.1 tax) 

¢ defined, 191(1), 191(4)(d) 

¢ excluded from dividend allowance, 191.1(2) 


¢ excluded from “excepted dividend” for Part 
IV.1 tax, 187.1(d) 


¢ excluded from Part VI.1 tax, 
191.1(1)(a)(@)—G1) 

Excluded interest (in partnership) 

¢ defined, 40(3.15)—(3.18) 

¢ grandfathered from deemed-gain rules for 
passive partnership interest, 40(3.1) 

Excluded obligation 

¢ re debt forgiveness 

ee defined, 80(1) 

*¢ principal amount excluded from debt 


forgiveness rules, 80(1)“forgiven 
amount’ B(j) 

e* proceeds of disposition for debtor, 
79(3)F(b) Gv) ' 

¢ re flow-through shares 


¢* application to prescribed shares, Reg. 
6202.1(1)(b), (c) 


e* deemed not to be a guarantee, security or 
similar indemnity, Reg. 6202(1)(m.1) 


ee defined, Reg. 6202.1(5) 
¢* excluded from limited partnership at-risk 
rules, 96(2.2)(d)(vii) 
¢* - excluded from tax shelter at-risk 
adjustment, 143.2(3)(b)(iv) 
¢ re non-resident withholding tax on interest 
ee defined, 214(8) 
ee — sale of, by non-resident, 214(7) 
Excluded payment ) 
e defined, re indexed debt obligations, Reg. 
7001(7) 
Excluded period 
¢ defined, re salary deferral arrangement, 
6(13)(a)(i) 
Excluded premium (re RRSP Home Buyers’ 
Plan) 
¢ defined, 146.01(1) 
¢ excluded from repayment of eligible amount, 
146.01(3)(a) 
Excluded production (re Canadian film/video 
credit) 
¢ defined, Reg. 1106(1) 
¢ excluded from Canadian film or video 
production, Reg. 1106(3) 
Excluded property 
¢ debt forgiveness rules , 
* adjusted cost base of, not reduced, 
80(9)—(11) 
ee defined, 80(1) 
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Excluded property (cont’d) 
¢ foreign affiliate, of 


*¢ accrued gains, included in FAPI, Reg. 
5907(13)(b)(1) , 

ee defined, 95(1), Reg. 5907(1) 

ee disposition of shares that are, 93(1.1) 


eee excluded from FAPI calculation, 
95(1)foreign accrual property 
income’’B, E, 95(1)“relevant tax 
factor’’(a) 
a net earnings from, Reg. 5907(1)“net 
earnings’’(d) 
o758 net earnings of foreign affiliate from, 
Reg. 5907(1)“taxable earnings”(b)(v) 
“28 net loss from, Reg. 5907(1)“net 
loss” (d) 
eee net loss of foreign affiliate from, Reg. 
5907(1)“‘taxable loss’(b)(iv) 
e* of second affiliate, 95(2)(a)(1)(D)CID 
ee settlement of debt, gain or loss relating to, 
95(2)(i) 
ee share-for-share exchange rule inapplicable, 
85.1(4) 
¢ mark-to-market transition rules 
ee defined, Reg. 8102(1), 8104(1) 
* non-resident, of 
*¢ defined, 116(6), Reg. 810 
¢¢ excluded from disposition certificate 
requirements, 116(1), (3), (5), (S.1)(a) 
¢ trust, of 
ee defined, 108(1) 


ee excluded from 21-year deemed Sal pavition 
rule, 104(4), (5.8), 104(6)(b)(ii1) 
ee excluded from rule re disposition to non- 
residents, 107(5) 
Excluded remuneration (re registered pension 
plan) 
¢ defined, Reg. 8503(14)(b) 
¢ excluded from pension adjustment, Reg. 
8503(14)(e) 
Excluded security (for debt forgiveness rules) 
¢ defined, 80(1) 
¢ excluded from rule where share issued in 
exchange for debt, 80(2)(g) 
Excluded share 


* re foreign property rules for deferred income 
plans 


e« defined, 206(1) 

e« excluded from foreign property, 
206(1)“foreign property’’(d.1) 

e re Part X tax on DPSPs 

ee defined, 204 

ee excluded from equity share, 204‘‘equity 
share’’(a), (b) 

Excluded trust 

¢ defined, 233.5(2) 

Excluded withdrawal (re RRSP Home 

Buyers’ Plan) 

¢ defined, 146.01(1) 

* not taxable, 146(8), (8.01) 


e where individual dies, 146.01(6)(a) 


Exclusive economic zone 


¢ application of legislation to, Interpretation 
Act 8(2.1) 
¢ defined, Interpretation Act 35(1) 


Executor, see also Legal representative 

* certificate required by, before distribution, 
159(2) 

¢ deemed to be legal representative, 
248(1)“legal representative” 

* obligations of, 159 

¢ return required by, 150(3) 

¢ withholding tax, liable for, 227(5), 6 


Exempt beneficiary 

e defined, 104(5.4) 

* election by trust as long as there exists, 
104(5.3) 

Exempt capital gains balance (re flow- 

through entity) 

¢ after 2004, added to adjusted cost base, 
53(1)(p) 

¢ defined; 39.1(1), (7) 

* used to reduce capital gain, 39.1(2)-(6) 

Exempt corporation, see also Exempt person 

¢ becoming or ceasing to be exempt, 149(10) 

*¢ capital dividend account, 89(1.2) 

¢* deemed disposition/acquisition of 

depreciable property, 13(7)(f) 

¢* loss carryover, restriction, 149(10)(c) 

** resource expenses, rules, 66.7(10) 

¢ no Part I.3 tax payable, 181.1(3)(c) 

¢ Parts IV, [V.1, VI and VI not applicable, 
227(14) 

Exempt deficit (of foreign affiliate) » 

¢ defined, Reg. 5907(1) 

Exempt earnings (of foreign affiliate) 

¢ defined, Reg. 5907(1) 

Exempt gains balance, see also Exempt 

capital gains balance (re flow-through entity) 

¢ defined, 14(5) 

¢ effect of excessive election, 14(9) 


Exempt income 

¢ defined, 248(1) 

° under treaty, used in calculating clawback, 
Canada—U.S. Tax Convention Art. XXIV:10 

Exempt loss (of foreign affiliate) 

¢ defined, Reg. 5907(1) 

Exempt partnership 

¢ defined, for resource allowance claims, Reg. 
1206(1) 

Exempt person, see also Exempt corporation 

* capital gains and losses, 40(2)(a)(1) 

* exchanges of property, determination of gain, 
44(7) 

* no reserve for amount not due until later 
year, 20(8) 

* obligation issued at discount by, 16(2), (3) 
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= person (cont'd) 


partnership of, effect where taxable pnd 

joms, 96(8) 

sale of Canadian resource property by, 66.6 

share-purchase tax credit, 127.2(2) 

tax on royalties paid to a government by, 208 
anon — prescribed persons, Reg. 


U.S. charitable organization, Canada—U.S. 
Tax Convention Art. XXI 


Exempt property 
¢ defined, Reg. 1100(1-13), (A. 14)... 
Exempt surplus (of foreign affiliate) 


adjustment where gain deemed due to 
negative adjusted cost base, 93(1)(b)(ii), 


deduction for dividend paid out of, 113(1)(a).» 


113(4), Reg. 5900(1)(a) 
defined, 113(1)(a), Reg. 5907(1) 


Exempt trust (re foreign reporting) 


defined, 233.2(1) 


Exemptions, 81, 149 


agricultural organizations, 149(1)(e), 149(2) 
apportionment rule, 149(6) 


Association of Universities and Colleges of 
Canada, 149(1)(h.1) 
basic, re minimum tax, 127.53 
benevolent or fraternal benefit society, 149(4) 
limitation, 149(4) 
benevolent society, 149(1)(k) 
boards of trade, 149(1)(e), 149(2) 
capital gains, 110.6, see also Capital gains 
deduction 
certificate, for non-resident withholding tax, 
212(1)(b)(iv), 212114); ITAR 10(5) 
chambers of commerce, 149(1)(e), 149(2) 
charitable organization, 149(2) 
compensation by Federal Republic of 
Germany, 81(1)(g) 
Crown corporations, 149(1)(d)+(d.4) 
exception, 27(1), (2) 
employee of foreign country, 149(1)(a) 
family and servants of, 149(1)(b) 
expenses of gaining exempt income not 
deductible, 18(1)(c) 
fraternal benefit society/order, 149(1)(k) 
funeral arrangements, 148.1(2), we San 1) 
general, 149 
general limitation, ITAR 31 
Governor General’s stipend, 81(1)(n) 
Halifax disaster pension, 81(1)(f) 
housing corporation, 149(1)(i), 149(2) 
income from aircraft operated by non- 
resident, 81(1)(c) 
income from ship operated by non-resident, 
81(1)(c) 
insurer of farmers and fishermen, 149(1)(t), 
149(4.2) 
limitation, 149(4.1) 


* interest on certain bonds etc., 81(1)(m) 


¢ labour organizations, 149(1)(k) 
e master trust, 149(1)(0.4) 

* mines, Reg. Part XIX [Revoked] 
¢ municipal authorities, 149(1)(c). 


* municipal corporations, 149(1), ' 
149(1)(d.5)[draft} 

¢ mutual insurance corporations, 149(1)(m) 

* non-profit corporation. for scientific research, 
149(1)q), 149(2) 

¢ non-profit organizations, 149(1)d), 149(2)_ 

deemed trust, 149(5) 


¢ non-resident withholding tax, 212(1)(b)(iv), 
212(14); ITAR 10(5) 

* pension corporation, 149(1)(0.1), (0.2). 

* pension trust, 149(1)(0) 

¢ personal, see Personal credits 

* personal injury award, income from, 
81(1)(g-1), (g.2) 

° prisoners of war, compensation paid to, 
81(1)(d) 

° prospecting, 81(1)() 

¢ provincial corporations, 149(1)(d)= (d.4) 

¢ provincial indemnity, 81(1)(q) 

° RCA trust, 149(1)(q.1) 

¢ RCMP pensions, 81(1)(i) 

¢ registered charities, 149(1)(f) 

* scientific research corporation (non-profit), 

149(1)q), 149(2) . 
control, rules re, 149(8) 
rules as to income, 149(9) 

* service and other. pensions, 81(1)(d) 

* service pension from other country, 81(1)(e) 

¢ small business investment corporation, 
149(1)(0.3) 

* social assistance payments, 110(1)(NGi) 

¢ societies, 149(1)(), 149(2) ~ 

deemed a trust, 149(5) 

* statutory, 81(1)(a) 

° trust 

deferred profit sharing plan, 149(1)(s) 

employees profit sharing plan, 149(1)(p) 

registered education savings plan, under, 

149(1)(u) 

registered retirement income fund, 

149(1)(x) 

registered retirement savings plan, 

149q0)aqy 

registered supplementary benefit plan, 

149(1)(q) 

vacation pay plan, 149(1)() 

¢ war savings certificate, 81(1)(b) 

* workers’ compensation, 110(1)(f)(ii) 

Existing plan 

¢ defined, Reg. 8500(1) 

Exiting Canada, see Ceasing to be resident in 

Canada 

Expectation of profit 


* required for business deduction, 18(1)(h), 
248(1)‘‘personal or living expenses” 
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Expenditure 

e defined, for tax shelter investments, 143.2(1) 
* matchable, see Matchable expenditure 
Expenditure pool (re borrowings to make 
distributions) 

¢ defined, 20.1(8)(c), 20.1(9) 

Expenditure pool (re investment tax credit), 
see SR&ED qualified expenditure pool 
Expenses, see also Deductions in computing 
income 


¢ advertising in non-Canadian periodicals etc., 
not deductible, 19 


* advertising on non-Canadian broadcast media, 
not deductible, 19.1 


¢ allowances for 

ee» MLAs, 812) 

municipal officer’s, 81(3) 

taxable, 6(1)(b) 

¢ annual value of property, not deductible, 
18(1)(d) 

¢ appeal, of, 60(0) 

¢ automobile of employee 

deductions allowed, 8(1)(j) 

depreciation, 13(11) 

* away-from-home 

railway employee, 8(1)(e) 

* borrowing money, 18(11), 20(1)(e), 21 

° eaansengnon of lease, payment for, 20(1)(z), 

Ze 
limitation on deductibility, 18(1)(q) 

* capital outlay, not deductible, 18(1)(b) 

¢ clearing farm land, 30 

¢ club dues, not deductible, 18(1)()(@i) 

* commission agent’s, 8(1)(f), 1311) 

automobile or aircraft, 8(1)(Gj), 8(Q9) 

certificate of employer, 8(10) 

* construction of building or ownership of 
land, 18(3.1)-(3.7) 

* convention, 20(10) 


¢ development, see Canadian development 
expense 


¢ drilling and exploration, defined, 
66(15)‘‘drilling or exploration expense” 

* election, tax credit for, 127(3)-(4.2) 

¢ employee, of, 8(1), (2) 

° Sota automobile or aircraft, 8(1)(j), 

¢ exploration, see Canadian exploration 
expense; Exploration and development 
expenses 


* food, beverages, entertainment, see 
Entertainment expenses (and meals) 


¢ general limitation, 67 
* improving farm land, 30 


* incurred to gain exempt income, not 
deductible, 18(1)(c) 


¢ interest, 18(11), 20(1)(c),.20(3) 
** borrowed money, on, 20(1)(c), 20(2) 
eee used to acquire land, 18(3) 


*¢ capitalization of, 21(1) 

** compound, 20(1)(d) 

*¢ paid to acquire land, 18(2) 

** paid to non-resident shareholder, 18(4)-(8) 

* investigation of site, 20(1)(dd) 

“investment expense’ defined, 110.6(1) 

issuing units, interests or shares, 20(1)(e) 

land drainage system, 30 

landscaping, 20(1)(aa) 

limitations on deductibility, 18(1) 

listing fee, 20(1)(g) 

meals, limitation, 8(4) 

medical, see Medical expenses © ° 

mining taxes, 20(1)(v) 

moving, see Moving expenses | 

objection or appeal, of, 60(0) 

performing duties of office or employment, 

deduction, 8(1)(i) 

¢ personal or living, not generally deductible, 
18(1)(h) 

* personal services business, limitation re, 

18(1)(p) 

prepaid 
amalgamation, on, 87(2)(j.2) 
limitation on deductibility, 18(9) 

printing financial report, 20(1)(g) 

reasonableness criterion, 67 - 

recreational facilities, 18(1)(1) 

relieving telegrapher or station agent, 8(1)(e) 

representation, 20(1)(cc) 
deemed capital cost allowance, 13(12) 
election to defer, 20(9), Reg. 4100 

research and development, 37 

salesperson’s, deduction, 8(1)(f) 

ee certificate of employer, 8(10) 

* scientific research and experimental 
development, 37 

¢ selling units, interests or shares, 20(1)(e) 

e share transfer fees, 20(1)(g) 

* taxes on unproductive land, not deductible, 
18(2) 

¢ tile drainage, 30 

¢ transport employee’s, 8(1)(g) 

¢ travelling, see Travelling expenses 

¢ unpaid for more than 2 years, 78 

* utilities service connection, 20(1)(ee) 

¢ yachts, camps, clubs etc., no deduction, 
18(1)d) 

Exploration and development expenses 

¢ borrowing for, 21(4) 

¢ Canadian, see Canadian exploration and 
development expenses 


¢ foreign, see Foreign exploration and 
development expenses 


¢ joint exploration corporation, see Joint 
exploration corporation 


¢ limitation, 66(13) 
e recovery of, 59(3.2) 
¢ special product corporations, 66(2) 
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Exploration and development expenses (cont'd) 
¢ where change in control, 66(11), 
(11.3)-(11.5) 


Exploration and development grants, 

deductions, 20(1)(kk) a 

Exploration and development shares, see also 

Flow-through shares 

* cost to taxpayer, 66.3(1)(a)(iii) 

¢ whether inventory, 66.3(1)(a)(il) 

Exploration and drilling rights 

¢ amount deductible, ITAR 29(14), (15) 

¢ bonus payments, ITAR 29(21), (22) 

e dealers in, limitation, 66(5) 

¢ disposition of, ITAR 29(16)-(20) 

* includes payments to preserve, ITAR 29(30) 

¢ limitation, ITAR 29(13) 

Exporting resource, Reg. 1206(1) 

Expropriation 

* amount paid constitutes proceeds of 
disposition, 13(21)“proceeds of 
disposition’ (d), 54‘proceeds of 
disposition’’(d) 

¢ foreign assets, see Expropriation assets 

* resource properties, 59.1 | 

° rhe where property replaced, 13(4), (4.1), 


Expropriation assets 

¢ acquired from foreign affiliate, 80.1(4)—(6) 

* adjusted cost base of, 80.1(2)(b) 

¢ adjusted principal amount, 80.1(7) 

ee currency in which computed, 80.1(8) 

* cost base, addition to, 53(1)(k) 

ee deductions from, 53(2)(n) 

¢ election re, 80.1(1), Reg. 4500 

* income from, computation of, 80.1(2)(a) 

¢ interest and capital amounts received at same 
time} 80.1(3) 

e interest on 

ee election re, 80.1(2) 

¢ sale of foreign property, for, 80.1 

Extended motor vehicle warranty 

¢ defined (insurance policy reserves), Reg. 
1408(1) 

Extension of time 

¢ to file appeal 

¢* by Tax Court, 167 

* to file notice of objection 

ee by Minister, 166.1 

ee by Tax Court, 166.2 

ee deadline for requesting, 166.1(7)(a) 


* to file notice of qualified dependant for Child 
Tax Benefit, 122.62(2) 


¢ to file return, 220(3) 
Extinct shellfish, see Ammonite gemstone 
Eyeglasses, as medical expense, 118.2(2)G) 


F 


FAPI, see Foreign accrual property income 
FEDE, see Foreign exploration and development 
expenses 

FMV, see Fair market value 

FTC, see Foreign tax credit 

FTS, see Flow-through share 

Facsimile machine, see Fax machine 


Factoring of accounts 


* income of foreign affiliate from, 
95(1)“investment business” 


** accounts arising in active business of 
related corporation, 95(2)(a)(iii), Reg. 
5907(1)“exempt earnings” (d)(@i)(J) 

Failure to file return, see Returns: failure to 

file, penalty. 

Failure to keep records, 230(3) 

Failure to remit withheld taxes, 227(9) 


¢ penalty applicable only on amounts over 
$500, PTE) 


¢ salary or wages, from, 227(9.5) 
Failure to withhold tax, 227(8) 

e assessment for, 227(10) 

* salary or wages, from, 227(8.5) 


Fair market value 

¢ cultural property, donated, 118.1(10) 

¢ inadequate considerations deemed to be, 69 

*«¢ exceptions, ITAR 32 

* inventory property, of, 10(1), (4) 

* property of deceased, 70(5.3) 

¢ publicly-traded securities, ITAR 26(11) 

* resource output acquired from Crown, 69(9) 

e resource output disposed of to Crown, 69(8) 

e share 

¢e disposed of on death, 70(5.3) 

e* foreign affiliate, of, ITAR 26(11.1), (11.2) 

ee that is not capital property, 112(4.1) 

* transfer at, to spouse or minor, 74.5(1) 

¢ trust for benefit of spouse, 70(8)(a) 

¢ V-day election, Reg. 4700, Reg. Sch. VII 

“Fairness package” (1991) 

¢ late elections, 220(3.2)-(3.7) 

* notice of objection 

ee filing deadline, 165(1) 

ee form of, 165(2) 

* reassessments after normal reassessment 
period, 152(4.2), 164(1.5) 

¢ waiver of penalty and interest, 220(3.1) 

False statements or omissions 

e offence, 239(1), (1.1) 

¢ penalty, 163(2) 

Family allowances see Child Tax Benefit 

Family farm corporation/partnership 

¢ farm property leased to 

ee transfer of, 70(9.8) 
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pt farm corporation/partnership (cont’d) 
interest in partnership, defined, 
70(10)“interest in a amily farm partnership” 
110.6(1) 

¢ share of capital stock of corporation, defined, 
70(10)‘‘share of the capital stock of a eee 
farm corporation” 110.6(1) 


¢ transfer of, 70(9.2), (9.3) 

ee inter vivos, 73(4) 

Family law, see Province: laws of; Spouse 
Family Orders. and Agreements Enforcement 
Assistance Act 


* Child Tax Benefit payments not garnishable 
under, 122.61(4)(e). 


¢ disclosure of taxpayer information for 
purposes of, 122.64(3) 

Family Support Plan 

¢ payroll deduction, reduces source withholing 
Reg. 100(3)(d) 

Farm Credit Corporation, subject to tax, 

27(2), Reg. 7100 

Farm Income Protection Act, see also Net 

income stabilization account; NISA Fund No. 2 

* payment received under, taxable, 12(1)(p) 

ee information return, Reg. 234-236 

* premium paid under, deductible, 20(1)(ff) 


Farm land, see also Farm property 

¢ addition to adjusted cost base, 53(1)(@) 

* improving, expenses deductible, 30 

° instalment on sale of, not considered payment 
from production, 12(1)( 8) 

Farm loss 

¢ amalgamation, on, 87(2.1) 

e defined, 111(8)“farm loss” (9), 248(1) 

° A aiatats of, by Minister, 152(1.1), (1.2), 

¢ drought, due to, see Drought region: 
prescribed 


¢ limitation on deductibility, 111(3) 

* partnership, from, 96(1) 

* reassessment, 152(6)(c) 

* reduction of, on debt forgiveness, 80(3)(b) 

¢ restricted, 31(1), (1.1), ‘see also Restricted 
farm loss 

Farm property 

¢ disposition by partnership, 101 


¢ family farm corporation or partnership, 
transfer of, 70(9.2) 


¢ investment tax credit, 127(9)“qualified 
property” (c)(it) 

¢ leased, transfer of, 70(9.8) 

¢ qualified 

*¢ capital gains exemption, 110.6(2) 

ee defined, 110.6(1) 

¢ transfer of ~ 

e¢ from spouse’s trust, to children, 70(9.1) 

ee inter vivos, to child, 73(3) 

reserve, 44(1.1) | 


ee to farmer’s child, ITAR 26(18), (9) 

otexe on death, 70(9) 

*¢ to parent, 70(9.6) 

Farm quota 

* capital gains exemption, 110. aa ‘qualified 
farm. property’’(d) 

Farm risks 

¢ insurance of, 149¢1)(t), 149(4. ae 

Farm support payments, 

Income Protection Act 

¢ defined, Reg. 234(2) 

¢ information slips for payments under, Reg. 
234-236 

Farmer 

* averaging of income, “119 

ee — surtax, 180.1 

* capital gain 

¢* principal residence, exclusion of, 40(2)(c) 

¢ cash method of computing income, 28(1) 

* payment of tax, 155 . 

* payments to, income, 12(1)(p) 

* property transferred by, to child, 70(9) 

¢ transfer of farm property by, to child 

ee inter vivos, 73(3) 


Farming 

¢ business 

e¢  cash-base method of calculation, 28 
ceasing to carry on, 28(4), (4.1) 
expenses deductible, 30 
inventory 

° acquisition of, 28(1.1) 

° valuation of, 28(1.2), (1.3), Reg. 1802 — 

e¢ losses, deduction for 

adjustment to cost base of land, 

53(1)(i), 111(6) 

ee partnership, disposition of land used in, 

101, 1110 

ee prepaid expenses, 28(1)(e), (e.1) 

¢ Canadian Wheat Board participation 
certificate, 161(5) 

* capital cost allowances, Reg. Part XVII 


* crop insurance, see Farm Income Protection 
Act 


¢ defined, 248(1) 

¢ drought, sales during, see Drought region: 
prescribed 

¢ farm loss, defined, 111(8) 

* income deferred from destruction of 

livestock, 80.3 

inventory 
acquisition of, 28(1.1) 
amalgamation, on, 87(2)(b) 
transfer to corporation, 85(1)(c.2) 
valuation of, 28(1.2), (1.3), Reg. 1802 
winding-up, on, 88(1.6) 

losses, deduction for, 31 

reduction in basic herd, 29(2) 

e election re, 29(1) 


see also Farm 
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Farming (cont'd) 

* restricted farm loss, see Restricted farm loss 

¢ stabilization payments and fees, 12(1)(p), 
20(1 (ff) 

Fax machine 

* capital cost allowance, Reg. 1101(Sp), Reg. 
Sch. U:Cl. 10(f) 

Feasibility study 

* re investigation of site, deductible, 20(1)(dd) 

Federal Court of Appeal 

* appeal to, 172(3), 180; ITAR 62 

ee documents to be transferred, 176 


ee refusal or revocation of registration re, 
180 


¢ defined, Interpretation Act s. 35()) 

* proceedings in camera, 179 

Federal Court of Canada 

* registration of certificate re amount payable, 
223(3) 

ee charge on land, 223(5), (6) 

Federal Crown corporation, see Crown 

corporation 

Federal government, see Government 

Federal-Provincial Fiscal Arrangements and 

Established Programs Financing Act 

¢ agreement under, 228 

Federal Republic of Germany 

* compensation paid by, exempt, 81(1)(g) 

Federal sales tax 

e refund of, taxable, 12(1)(x)(Qv) 

Federal sales tax credit, see also Goods and 

services tax (GST) 

Fees 

e directors, 6(1)(c) 

° included in income, 6(1)(c) 

¢ investment counsel, 20(1)(bb) 

¢ sharé transfer, deduction for, 20(1)(g) 

¢ withholding tax, 153(1)(g) 

Fees for an individual’s tuition 

¢ defined, 118.5(3) 

Fellowship, see Scholarship 

Fence 

* capital cost allowance for, Reg. Sch. II:Cl. 6 

¢ in amusement park, CCA, Reg. Sch. I:Cl. 37 

Fibre optic cable 

* capital cost allowance, Reg. Sch. II:Cl. 42 

** supporting equipment, Reg. Sch. ICL. 3() 

Fiduciary, see Legal representative; Trustee 

Field processing, see Canadian field processing 

Fifth Supplement, see Revised Statutes of 

Canada, 1985 (Sth Supp.) 

Filing deadlines, see also Deadlines 


¢ $5,000 maximum fine for communicating 
taxpayer information, SIN or BN, 239(2.2), 
(2.21), (2.3) 


* agreement to transfer forgiven amount (debt 
_ forgiveness rules), 80.04(6)(a), 80.04(7) 


¢ annual returns, 150(1) 
¢ claims for SR&ED 
ee deductions, 37(1), (8) 


e* investment tax credits, 127(9)“qualified 
expenditure’’(c) 


¢ designation to flow out capital gains from 
trust, 104(21)-(21.03) 


¢ discontinued business, Reg. 205(2) 


* election to trigger capital gains exemption, 
110.6(24) 


** revocation or amendment, 110.6(25), (27) 


e expiring on Sunday or holiday, Interpretation 
Act s. 26 


* extension by Minister, 220(3) 

* information returns (T4, etc.), Reg. 205(1) 

ee distribution from foreign trusts, 233.5(1) 

ee foreign affiliates, 233.4(4) 

ee foreign property, 233.3(3) 

** payments to non-residents, Reg. 202(7), 
(8), 203(2) 

¢* registered pension plan, Reg. 8409 

ee transfer of property to foreign trust, 
233.2(4)(d), (e) 

* investment tax credit claims, 

127(9)“investment tax credit”(m) 


referred beneficiary election, 
104(14)-(14.02) 


* scientific research claims, 37(11), 
127(9)investment tax credit’(m) 


* section 85 rollover, 85(6), (7) 
e tax returns, 150(1) 
Filing-due date, 150(1) 

¢ defined, 248(1) 

Filing electronically, 150.1 


Film, see Motion picture film 

Film agency 

¢ prescribed person for Canadian film/video tax 
credit, Reg. 1106(7) 

Film credit, see Canadian film or video tax 

credit; Film or video production services credit 


Film or video production services credit, 
125.5, see also Canadian film or video tax 
credit 


* amalgamation of corporations, 87(2)9.94) 

¢ refundable credit, 125.5(3) 

* revocation of certificate, 125.5(6) 

Film property 

¢ defined, for minimum tax purposes, 127.52(3) 

Filter 

* air or water, medical expense credit, Reg. 
5700(c.1) 


Financial aid, see Assistance/government 
assistance; Reimbursement 
Financial difficulty (taxpayer in) 


¢ debt forgiveness reserve for insolvent 
corporation, 61.3 
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Financial difficulty (taxpayer in) (cont'd) 
* replacement obligations, exemption from non- 
resident withholding tax, 212(3) 


¢ share, 248(1)“term preferred share’’(e), see 
also Distress preferred share 


e¢ small business bond, 15.2 
¢ small business development bond, 15.1. 
Financial institution, see also Bank; Insurance 


corporation; Investment dealer, Moneylender; 
Restricted financial institution 


* amalgamation of, 87(2)(g.2) 
¢ bad debt deduction, 20(1)(p)(ii) 
* becoming, 142.6(1)(a), (b) 
* ceasing to be, 142.6(1)(a), (c) 
¢ debt obligation owned by, see Specified debt 
obligation 
e defined 
e* for charitable donations, 118.1(20) 
e«* for financial institutions capital tax, 190(1) 
ee for insurance corporations, Reg. 2400(1) 
ee for Large Corporations Tax, 181(1) 
ee for mark-to-market rules, 142.2(1) 
ee for stop-loss rules, 112(6)(c), 142.2(1) 
¢ dividends received by 
ee mark-to-market property, 112(5)—(5.2) 
¢ ineligible for election to treat Canadian 
securities as capital property, 39(5)(b) 
* interference with remittance of tax, 
227(5.2)—-(5.5) (draft) 
* mark-to-market property, see Mark-to-market 
property; Specified debt obligation 
* net reserve adjustment [pre-1993], 12.3, 
20(26) 
e Part 1.3 tax, 181.3 
¢ Part VI tax, 190.1—190.21 
¢ administrative provisions, 190.2-190.211 
¢ calculation of, 190.1—190.15 
¢ credit for, 125.2 
¢ deductible in computing branch tax 
liability, 219(1)(h)Q@) 
e unused, reassessment re, 152(6)(e) 
instalments, 157(1), (2) 
life insurers, temporary tax on, 190.1(1.1) 
rates, 190.1(1) 
short taxation year, 190.1(2) 
¢ prescribed, see also International banking 
centre 
ee for financial institutions capital tax, Reg. 
8604 
¢¢ for foreign affiliate rules, 95(2)(a.3), 
95(2.5)“‘specified deposit” Reg. 7900 
ee for foreign currency deposits, no 
withholding tax, 212(1)(b)(@1i)(D), Reg. 
7900 » 
return and information return by, 
212(18) 
* remittance of tax through, 229 [repealed] 
oe reas employers, required, 153(1), Reg. 


¢ reserve for doubtful debts, 20(1)()(i) 


¢ restricted, see also Restricted financial 
institution 
ee election by mutual fund/investment 
corporation to not be, 131(10) 


** receiving dividends on taxable RFI shares 


eee information return, 187.5 
eee partnerships, 187.4 
eee ax payable, 187.31) 


time of acquisition of share, 187.3(2) 


¢ software development by, no R&D credits, 
248(1)“scientific research and experimental 
development” 


e specified 

ee defined, 248(1) 

e* dividends received by, 112(2.1), (2.2) 

** guarantee agreement re shares, 112(2.2) 

¢ related corporations, 248(14) 

* superficial loss of, 18(13)-(16), 142.6(7) 

* windup of, see Winding-up: financial 
institution 

Financial intermediary corporation, defined, 

191(1) . 

Financing fees 

e deduction for, 20(1)(e), (e.1) 

¢ election to. capitalize, 21. 


Financing lease, see Direct financing lease 


Fine, see Offences 


Fire alarm indicator 

¢ visual, for the hearing impaired, medical 
expense credit, Reg. 5700(q. 1) 

Firefighters, volunteer, allowance not income, 

6(1)(b)(viil) 

First-term shared-use-equipment, for R&D 

investment tax credit . 

¢ defined, 127(9) 

First-year rule, depreciable property, Reg. 

1100(2)-(2.4) 

Fiscal period 

¢ business, of, 11(2) 

¢ change of control, on, 249(4)(d) 

¢ defined, 249.1 

¢¢ of partnership, 249(2)(b) 

* election for non-calendar year, 249.1(4), (5) 


ee annual income inclusion where election 
made, 34.1 


e¢ ate filing, Reg. 600(b.1) 

¢ election on termination of proprietorship, 25 

* member of terminated partnership 

ee election re, 99(2)-(4) 

¢ reference to, 249(2), (3) 

Fishing 

¢ business 

*¢ cash method, 28(1) 

*¢ loss from, constitutes farm loss, 
111(8)‘‘farm loss” A(a)(i) 

* cod compensation, see compensation 

programs (below) 
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Fishing (cont'd) 
* compensation programs 
** payments received under, taxable, 
56(1)(a)(vi), Reg. 5502(c) 
withholding of tax at source, 
153(1)(m), Reg. 5502(c) 
*¢ repayment of benefits, deductible, 
60(n)(i.1) 
* defined, 248(1) 
* expedition, by Revenue Canada, 231.2(3) 
* income from 
** averaging, before 1992, 119... 
ee election re source deductions, Reg. 105.1 
ee instalments and payment of balance, 155 
¢ insurer exempt, 149(1)(t) 


* not eligible for manufacturing & processing 
credit, 125.1(3)“manufacturing or. 
processing” (a) 


* property 
ee investment tax credit, 127(9)“qualified. 
property” (c)(i1) 


*¢ owned since before 1972, capital cost 
allowance, Reg. 1700-1704 


*«¢ when available for use, 13(27)(g) 
¢ vessel 


°e capital cost allowance, Reg. 1100(1)(), 
1101. @a);.Reg:;, Sch. ICL. 7 


ee leased to controlled corporation, 
investment tax credit, 127(9)“qualified 
property’’(d)(iv) 

Fishing expedition, 231.2(3) 

Fixed-dividend share 

* interest paid on money borrowed to purchase, 

20(1)(qq) 
Fixed payment obligation 
¢ defined, Reg. 9100 


Flat benefit provision (of pension plan) 
¢ defined, Reg. 8300(1) 


Flow-through 
¢ adjusted cost base of option, to share, 
partnership interest or trust interest, 49(3.01) 


¢ Canadian development expense, to 
shareholder, 66(12.62)- 

* Canadian exploration expense, to shareholder, 
66(12.6) 

¢ Canadian oil and gas property expense, to 
shareholder, 66(12.64) 

* corporate income to shareholder, see 
Integration 

* corporation’s capital gain, untaxed portion, 
83(2) 

¢ death benefit, through trust or estate, 104(28) 

* entity, see Flow-through entity 

¢ intercorporate dividends, 82(1)(a)(1)(A), 
112(1) 

* investment tax credits on windup, 88(1)(e.3) 

* paid-up capital deficiency, on conversion of 
shares, 51(3), 86(2.1) 


* partnership income to partner, 96(1) 
e+ limited to amount at risk, 96(2.1)—(2.7) 


¢ qualifying environmental trust income to 
beneficiary, 107.3(1) 


¢ shares, see Flow-through shares 

* trust capital gains to beneficiary, 104(21) 

* trust income to preferred beneficiary, 104(14) 

* trust pension benefits to beneficiary, 104(27) 

Flow-through entity (re capital gains 

exemption) 

¢ adjusted cost base, addition to 

ee after 2004, 53(1)(p) 

ee before 2005, 53(1)(r) 

* amalgamation of, 87(2)(bb.1) 

¢ defined, 39.1(1) 

¢ distribution of property to beneficiary, 
107(2.2) 

¢ reduction in capital gain, 39.1(2)-(6) 

¢ sale of interest in, 39.1(7) 

Flow-through shares, 66(12.6)—(12.75) 

* amalgamation, effect of, 87(4.4) 

* cost of, 66.3(3) 

e defined, 66(15), 248(1) 

¢ information return, Reg. 228 


* interest on renunciation for previous year, 
211.91(1) 


¢ minimum tax, 127.52(1)(e), (e.1) 

* mining exploration expenses in first 60 days 
of year, 66.1(8) 

* not “tax shelter’, 237.1(1) 


¢ one-year look-back rule, 66(12.66)(a.1), 
OF 


¢ paid-up capital, 66.3(4) 
¢ prescribed, Reg. 6202.1 
* renunciation, 66(12.6), (12.62), (12.64) 


ee Canadian development expenses, 
66(12.601), (12.62) 


conversion to CEE, 66(12.601), 
(12.602) 


** Canadian exploration expenses, 66(12.6) 


ee Canadian oil and gas property expenses, 
66(12.64) 


** expenses in first 60 days of the year, 
66( 12.66) 
** member of partnership, by, 66(19) 
** mining properties excluded, 66(12.62)(b.1) 
e* restrictions, 66(12.67), (12.71), (19) 
¢ selling instrument 
e¢ defined, 66(15) 
ee filing of, 66(12.68) 
ee late filing, 66(12.74), (12.75) 
Fluctuations in currency, see Foreign exchange 


Food, see also Entertainment expenses (and 

meals); Meals 

¢ delivered after the end of the year, reserve 
for, 20(6) 

Football players, see Athlete 


2785 


Fondaction 
¢ prescribed as labour-sponsored venture 
capital corporation, Reg. 6700(f), 6701(g) 


Foreclosure, see Surrender: of property to 

creditor 

Foreign accrual property income 

* defined, 95(1), 95(2) 

e definitions, 95(1), (4) 

¢ foreign affiliate purchasing goods for use in. 

Canada, 95(2)(a.1) 

¢ fresh start rule, 95(2)(k) 

¢ included in income, 91(1) 

* insurance of risks in Canada, 95(2)(a.2) 

¢ trusts, 94(4) 

Foreign accrual tax 

¢ deduction from income, 91(4) 

e defined, 95(1) 

Foreign affiliate, see also Controlled foreign 

affiliate 

e active business income, 95(2)(a), Reg. 

5907(2)—(2.6) 

* assets acquired from 

ee as consideration for settlement of debt, 

80.1(5) 

ee as dividend in kind, 80.1(4) 

e* on winding-up, 80.1(6) 

* becoming resident in Canada, 128.1(1)(d) 

e benefit to shareholder from, 15(2)—(2.6), (7) 

¢ capital gains 

e¢ election re, Reg. 5902 

* capital gains and losses, 95(2)(f) 

* currency fluctuation, from, 95(2)(g), (h) 
carrying on business in a country, Reg. 5906 
consolidated groups’ liabilities, Reg. 
5907(1.1) 


controlled, defined, 95(1)“controlled foreign 
affiliate” 


currency dealings of, 95(2.3), 
(2.5)‘indebtedness” 


deductible loss, 95(1)“foreign accrual 
property income’ F, Reg. 5903 
defined, 95(1), 248(1) 

definitions, Reg. 5907 

disposition of shares of 

¢ election re capital gains on, 93(1) 

¢ loss on, 93(2), (4) 

e  share-for-share exchange, 85.1(3), (4) 
disposition of shares of another foreign 
affiliate, 95(2)(c) 

¢ dissolution of, 88(3), 95(2)(e), (e.1) 

¢ dividends from, 20(13), 95(1), 113(1), Reg. 

5900 . ) 

¢ “earnings” of, defined, Reg. 5907(1) 

¢ “excluded property” 


ee debt related to, gain or loss on settlement ~ 


of, 95(2)(4) 
ee defined, 95(1) 
¢« “exempt earnings” 
ee defined, Reg. 5907(1) 


ee listed countries re, Reg. 5907(11)—(11.2) 

¢ “exempt loss” 

ee defined, Reg: 5907(1) 

ee listed countries re, Reg. 5907(11)—(11.2) 

¢ “exempt surplus” defined, Reg. 5907(1) — 

° rig accrual property income of, defined, 
¢ “foreign accrual tax” defined, 95(1) 

* income bonds or debentures issued by, 95(5) 


* income derived from indebtedness, 95(2)(a.3), 
95(2.4), (2.5)“indebtedness” 


¢ income from services, 95(2)(b) 
“services” defined, 95(3) 
e information return re, 233.4 


* insurer 
e¢ income of, 95(1)“investment business” 
95(2)(a.2) 


** policy reserves, Reg. 1402(2) 


e investment business of, see Investment 
business 


¢ liquidation of, 95(2)(e.1) 

* loan to, 17(3), 247(7) 

¢ merger of, 87(8), (8.1), 95(2)(d), (d.1) 

¢ “net earnings” defined, Reg. 5907(1) 

¢ “net loss” defined, Reg. 5907(1) 

* “net surplus” defined, Reg. 5907(1) 

* participating percentage, Reg. 5904 

* partnership interest 

adjusted cost base of, 95(2)q) 

¢ qualifying interest in, see Qualifying interest 
(in respect of foreign affiliate) 

* regulations, Reg. Part LIX 

¢ “relevant cost base” of property, 95(4) 

¢ “relevant tax factor” defined, 95(1) 

* reporting requirements, 233.4 

¢ residence of, Reg. 5907(11.2) 

¢ second affiliate, 95(2)(a)(i1)(D), Reg. 
5907(2.8) 

* settlement of debt, gain or loss from, 95(2)(i) 

¢ share of 

adjusted cost base, 92 


ece amalgamation, on, 87(2)(u)(i) 
ee amount included in income re, 91(1) 
o.29 reserve where foreign exchange 


restriction, 91(2) 

ee disposition of, 85.1(3), (4) 

ee election re disposition, 93(1), (1.1) 

eee late-filed, 93(5) 

e ‘ess penalty, 93(6) 

eee special cases, 93(5.1) 

eee unpaid balance of penalty, 93(7) 

ee exempt dividends, 93(3) 

e278 on amalgamation, 87(2)(u)(ii) 

ee fair market value, ITAR 26(11.1), (11.2) 

ee issued to avoid tax, deemed not issued, 
95(6)(b) 

ee loss limitation on disposition of, 93(2), 
(3), (4) 
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Foreign affiliate (cont’d) 
#.* participating percentage of, defined, 
95(1)“participating percentage” 


* special rules, Reg. 5905 

* start-up rule, for non-active business, 95(2)(k) 

e stock dividends from, 95(7) 

¢ surplus distributions 

order, Reg. 5901 

* “surplus entitlement percentage” defined, 
GSP) 

* tax, see Foreign taxes 

¢ “taxable earnings” defined, Reg. 5907(1) 

* “taxable loss” defined, Reg. 5907(1) 

¢ “taxable surplus” defined, Reg. 5907(1) 

¢ taxation year, 95(1) 

* taxpaying affiliates’ losses, Reg. 5907(1.2) 

¢ third affiliate, 95(2)(a)(i1)(D), Reg. 5907(2.8) 

¢ transitional rules re 1972, ITAR 35 

* “underlying foreign tax” defined, Reg. 
5907(1) 


¢ “underlying foreign tax applicable” defined, 
Reg. 5907(1) 


¢ “whole dividend” paid, Reg. 5907(1) 
Foreign assets 
* reporting of, to Revenue Canada, 233.3 


Foreign bank 

¢ defined 

ee re FAPI, 95(1) 

ee re international banking centre, 33.1(1) 
° ce ae with, reporting requirement, 


Foreign-based information or document 
¢ defined, 231.6(1) 
* requirement to provide, 231.6(2) 


* consequence of non-compliance or 
incomplete compliance, 231.6(8) 


ee notice of, 231.6(3) 

°° review of, 231.6(4)-(6) © 

** — time during review not to count, 231.6(7) 

¢ tax shelter investment, effect on, 143.2(13), 
(14) 

Foreign broadcasting undertaking 

¢ defined, 19.1(4) 

¢ no deduction for advertisement broadcast to 
Canadian market by, 19.1(1) 

Foreign business 

¢ defined, for FAPI rules, 95(2)(k) 

Foreign business corporation 

¢ deemed resident in Canada, 250(4)(b) 

e defined, 213(3) 

* no withholding tax on dividend from, 213(1) 

Foreign corporation, see Foreign affiliate; Non- 

resident 

Foreign country, see Foreign government; 

Prescribed countries 


Foreign currency, see Foreign exchange 


Foreign exchange 


¢ adjustment, re specified debt SBHgatiantc Reg. 
9104 
* calculation of income where foreign assets 
expropriated, 80.1(8) 
debt obligation denominated in 
¢* application of debt forgiveness rules, 
80(2)(k), 80.01(11)....... 
*¢ surrender of property to creditor, 
calculation of proceeds, 79(7) 
¢ fluctuations in 
*¢ capital gain or loss, 39(2) 


ee debt parking and statute-barred debt rules 
to be ignored, 80.01(11) 

** foreign affiliate’s capital gain or loss 
from, 95(2)(g), (h) 

*¢ ignored in determining employee stock. 
option deduction, 110(1)(d) (iii) 

ee loan or lending asset, 248(1)“amortized 
cost”’(c.1), (f.1) 


°° specified debt obligation of financial 
institution, 142.4(1)"tax basis’’(f), (0) 


* income in blocked. currency, waiver of 
interest on tax, 161(6) 


* restriction, reserve where, 91(2), (3) 
Foreign exploration and development 


expenses, see also Exploration and 
development expenses; Resource expenses 


¢ borrowed money 

** capitalization of interest, 21(2), (4) 

eee reassessment, 21(5) 

e deduction for, 66(4) 

ee short taxation year, 66(13.1) 

¢ defined, 66(15) 

¢ limitation, 66(12.4) 

¢ reduction of, on debt forgiveness, 80(8)(e) 

¢ short taxation year, 66(13.1) 

* successor corporation, rules, 66.7(2) 

*¢ application, 66.6(1) 

¢ where change in control, 66(11), (11.3) 

Foreign government, see also United States 

¢ bonds of, eligible for RRSP investment, Reg. 
4900(1)(o) 

* employees of, exempt, 149(1)(a), 


Canada—U.S. Tax Convention Art. XIX, 
XXVIII 
* expropriation by, 80.1 
¢ social security plan of, excluded from RCA, 
Reg. 6802(g) 
¢ specified debt obligation of 
ee excluded from mark-to-market rules, 
142.2(1)‘mark-to-market property’’(e) 
** owned by bank as specified debt 
obligation, 142.6(4)(a)(ii) . 
* tax paid to, see Foreign tax credit; Foreign 
taxes 
Foreign fvanibration trust 
¢ five-year exemption, PAD OOAITID: 
Foreign income 
¢ Canadian resident, generally taxable, 3(a) 
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Foreign income (cont'd) 

¢ employment, tax credit for, 122.3 

¢ foreign affiliate, of, see Foreign accrual 
property income 

¢ non-resident, not taxable, 115(1) 

¢ taxed by foreign country, see Foreign tax 
credit 

Foreign insurance subsidiary 

¢ defined, Reg. 8605(4) 

Foreign investment income 

¢ defined, 129(4) 

¢ refund to private corporation in respect of, 
129(1), (3) 

“Foreign merger” defined, 87(8.1) 

Foreign Missions and International 

Organizations Act 

* employment income from international 
organization, tax credit, 126(3) 

Foreign mutual fund trust 


* exemption from reporting requirement, 
233.2(1)“exempt trust’(c) 


* reporting requirement, 233.3 

Foreign non-profit organization 

¢ defined, Reg. 6804(1) 

Foreign plan (pension plan) 

* contributions made to, Reg. 6804(4)-(6) 

¢ defined, Reg. 6804(1), 8308.1(1) 

* electing employer with respect to, Reg. 
6804(2), (3) 

¢ PSPA of, Reg. 8308.1(5), (6) 

ee information return, Reg. 8402(2) 


* pension adjustment, prescribed amount, Reg. 


8308.2 
* pension credit of, Reg. 8308.1(2)-(4) 
Foreign policy loan 
¢ defined, Reg. 2400(1) [draft], Reg. 2405(3) 
[to be repealed] 
Foreign property, 206, Reg. Part L, see also 
Foreign reporting requirements 
* acquired by certain trusts, tax re, 205-207 
* acquired in non-arm’s length transaction 


ee consideration deemed.to be fair market 
value, 206(4) 


¢ deferred income plans, Reg. 5000 
¢ defined, 206(1), Reg. 5000(7) 

¢ held in certain trusts, Reg. 5000 
¢ information return, Reg. 222 


* by corporation claiming not to be (for 
RRSP etc. investments), Reg. 222 


*e investments in foreign property, 233.3 
¢ sale of, expropriation assets for, 80.1 


* security becoming, due to reorganization, 
206(3.1) 


* substantial Canadian presence rule, 
206(1.1)(d) 

Foreign reporting requirements, 233.1—233.7 

¢ foreign affiliates, 233.4 

¢ foreign property, 233.3 
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foreign trusts 
¢ distributions from, 233.5 
ee indebtedness to, 233.5 
ee transfer of property to, 233.3 
e transactions with related non-residents, 233.1 


Foreign resource expenses 
¢ reduction of, on change of control, 66.7(13) 


Foreign resource property 

* acquisition of, rules, 66.7(8) 

* amount designated re 

*e “outlay” or “expense”, 66(15) 

defined, 66(15) 

¢ disposal of, effect on successor rules, 
66.7(15) 

¢ disposition of, 59(1) 

*¢ no capital gain, 39(1)(a)(ii.1) 

ee no capital loss, 39(1)(b)(ii) 

¢ “eligible property” for transfer to corporation 
by shareholder, 85(1.1)(d) 

* non-successor acquisitions, 66.7(16) 

* original owner, defined, 66(15) 

* predecessor owner, defined, 66(15) 

* proceeds of disposition, 59(1) 

* production from, defined, 66(15)“production” 

e reserve amount, defined, 66(15) 


rules for trusts, 104(5.2) 
successor rules, 66.7(15) 


Foreign retirement arrangement 

* amount credited to, exempt, 81(1)(1) 

° benefit to trust, flow-through to beneficiary, 
104(27) 

¢ defined, 248(1), Reg. 6803 

¢ eligible amount, 60.01 

¢ excluded from reporting requirements, 
233.2(1)exempt trust”(a), 233.3(1)“specified 
foreign property’’(n), 233.5(2)(a) 

¢ excluded from various trust rules, 
108(1)“trust’’(a) 

¢ exclusion from foreign accrual rules, 
94(1)(b)G)(E) 

* income earned in account, exempt, 81(1)(r) 


¢ Individual Retirement Account (U.S.), Reg. 
6803 
¢ lump-sum transfer, 60(j)(i1), 60.01 
** permitted in computing adjusted taxable 
income, 127.52(1)(a)(i1)(B) 
* payment out of 


¢* eligible for transfer to RRSP, 60()(i), 
60.01 


ee included in income, 56(1)(a)(i)(C.1) 
* prescribed plan or arrangement, Reg. 6803 
Foreign tax credit, 126 


° siete to taxable income in respect of, 

¢ change in, reassessment within 6 years, 
152(4)(b) (Gu) 

¢ deduction for specified capital gains, and, 
126(5.1) 

¢ deduction from income, 20(11), 91(4) 
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Foreign tax credit (cont'd) 
¢ deduction from Part I.1 surtax, 180.1(1.1) 


¢ deduction from tax, 126 
ee additions for, 110.5 


ee calculated separately for each foreign 
country, 126(6) 


ee definitions, 126(7) 
*¢ non-resident, 126(2.2) 
* deemed tax on income or profits, 126(5) 


* employees profit sharing plan, deduction, 
144(8.1) 


* minimum tax, 127.54 
* non-business income tax, 20(12) 
¢ not deductible by life insurer, 138(5.1), (8) 


* overseas employment tax credit and, choice 
between, 126(1)(b)(Q) 


¢ payable, adjustment, 161(6.1) 

* portion of foreign tax excluded, 126(4) 

* special, for minimum tax purposes, 127.54 
* tax deemed income or profits tax, 126(5) 
¢ trust, deduction for, 104(22)—(22.4) 


e USS. estate taxes, Canada—U.S. Tax 
Convention Art. XXIX B:6, (7) 


* unused 

** carryover on amalgamation, 87(2)(Z) 

ee defined, 126(7)“unused foreign tax credit” 

** overpayment of tax as consequence of, 
164(5), (5.1) 

ee reassessment, 152(6)(c.1) 

ee rules re, 126(2.3) 


Foreign taxes 

e additional, or reimbursement of 

** reassessment within 6 years, 152(4)(b)(iv) 

¢ credit for, see Foreign tax credit 

e deduction for, 20(11), (12) 

Foreign trust, see Offshore trust; Trust (or 

estate): non-resident 

Foreign vendor 

¢ capital gain strip where gain exempted by 
treaty, 55(3.1)(b) [temporary] 

Forfeited amount 

e defined, 147(1), Reg. 8500(1) 

Forfeiture 

* under deferred profit sharing plan, 201 

Forgiven amount (re settlement of debt) 


¢ deemed where amount designated following 
debt forgiveness, 80.03(7)(b)(ii) 


¢ defined, 6(15.1), 15(1.21), 80(1), 80.01(1), 
80.03(1)(a), 80.04(1) 

¢ transfer of, under agreement, 80.04(4) 

Forgiveness of debt, see Debt forgiveness 

Form(s) 

¢ prescribed or authorized 

ee defined, 248(1)“prescribed” 


ee deviations acceptable, Interpretation Act s. 


32 
ee proof of, 244(16) 


* waiver of requirement to file, 220(3.1) 


Former Act (pre-1972), references to 

* para. 11(1)(a), capital cost allowance, ITAR 
20(5)(b)(i1), 58(5) 

¢ paras. 11(1)(g), (h), (i), pension plan 
contributions, ITAR 65(2)(b) 


¢ subsec. 17(1), inadequate considerations, 
ITAR 32 

¢ subsec. 20(6), deemed capital cost, ITAR 
20(5)(a) (ii) 

¢ subsec. 67(1), personal corporations, ITAR 
57(9)(b) 

¢ s. 68, personal corporations, ITAR 57(11) 

¢ subsec. 79B(5), registered retirement savings 
plans, ITAR 65(2)(c) 

* subsec. 79C(7), deferred profit sharing plans, 
ITAR 65(2)(d) 

¢ s. 85I, amalgamations, ITAR 34(7), 
40(6)(a)(ii) 

¢ subsecs. 85I(1), (2), amalgamations, ITAR 
34(1) 

¢ Part II, tax on undistributed income, ITAR 
66(1), (2) 

¢ Part IID, special refundable tax, ITAR 67(1), 
(2), (4), (5) 

e Part IV 

ee continued in force, ITAR 14 

ee references to, how construed, ITAR 16 

¢ Part VIII 

ee continued in force, ITAR 15 

ee references to, how construed, ITAR 16 


Former. business property 

* amalgamation, effect of, 87(2)(1.3) 

¢ defined, 248(1) 

¢ disposition of, 44(1), (6) 

Former employee 

* amount received from employer, whether 
taxable, 6(3) 

* stock option agreement, taxable benefit, 7(4) 

Former limited-recourse indebtedness (tax 

shelter investment) ) 

¢ defined, 143.2(10) 

Former property, see also Exchanges of 

property; Former business property 

¢ defined, 13(4), 44(1) 

Former spouse, defined, 252(3) 

Formulas 

* negative amounts in, 257 

Forward averaging, see also Averaging of 

income; Income-averaging annuity contract 


¢ accumulated averaging amount, defined, 
110.4(8) 


addition to tax, 120.1(2) 
change of province of residence, 120.1(3) 
death of taxpayer, 110.4(4) 
election, 110.4(2) 

e revocation of, 110.4(6.1) 
non-resident, in year of death, 120.1(6), (7) 
rules applicable, 110.4, 120.1 
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Forward averaging (cont'd) 
¢ tax credit and addition, 120.1 


¢ year of death, 120.1(2) 
Fossil fuel 
¢ defined, Reg. 1104(13) 


Fossilized shellfish, see Ammonite gemstone 
Foster child 

* payment relating to, exempt, 81(1)(h) 
Foundation, see Charitable foundation; Private 
foundation; Public foundation 

Fractional share 

* isa share, 248(1) ‘share” 

France, see also Foreign government 

° stock exchange recognized, Reg. 3201(c) 


Franchise 


* capital cost allowance, Reg. 1100(1)(c), Reg. 
Sch. H:Cl. 14 


¢ payment to U.S. resident on connection with, 
Canada—U.S. Tax Convention Art. XII:3(c) 


¢ relationship not considered control, 256(5.1) 

* representation expenses, 13(12), ENE Se 
20(9) 

Fraternal benefit society/order 

¢ exemption, 149(1)(k) 

Fraud, justification for reassessment, 

152(4)(a)@), 152(5) 

Freight haulage trucks and tractors 

* capital cost allowance, Reg. Sch. I:Cl. 16(g) 


Freshwater Fish Marketing Corporation, 
subject to tax, 27(2), Reg. 7100 


Friesen decision overruled, 10(1.01) 

Frontier exploration 

¢ allowances, Reg. 1207 

° prescribed area, Reg: 1215 

Frontier exploration base 

* expenses added to 

¢¢ amounts receivable, portion included j in 

income, 59(3.3)(e) 

Fruit growing, constitutes farming, 

248(1)“farming” 

Fuel tax rebate 

¢ 10 x inclusion, 12(1)(x.1) 

° eRe of prior years’ losses, 111(10), 

* amalgamation, on, 87(2)(uu) 

¢ interest on prior year’s return not to be said 
161(7)(a)(vuii) 

¢ windup, on, 88(1)(e.2) 

Funeral or cemetary services, 

Eligible funeral arrangement 

° defined, 148.1(1) 

¢ provision of under eligible funeral 
arrangement, 148.1(2)(b)(i) 

Funeral services, see also Eligible funeral 

arrangement 

e defined, 148.1(1) 


see also 


¢ provision of under eligible funeral 
arrangement, 148.1(2)(b)() 
Fur farming, 248(1)“farming” 


Furnace 
¢ electric or sealed combustion, medical 
expense credit, Reg. HS: ?) 
Furniture 
* antique, whether CCA allowed, Reg. 
1102(1)(e) 
* capital cost allowance, Reg. Sch. II:Cl. 8@) 
Future obligations, see also Reserve 
¢ deduction for amount paid, 20(24) 
G 
GAAP, see Generally accepted accounting 
principles 
GAAR, see General anti-avoidance rule 
GSRA, see Government; -sponsored retirement 
arrangement 
GST, see Goods and services tax (GST) 
Gagnon case overruled, 56(12) 


Gains, see Capital gain; Capital loss; vee 

gains and losses 

Gala presentation 

¢ ineligible for film/video production services 
credit, Reg. 9300(g) 

Gallantry Awards Order Statute 

* amount received under, exempt, 81(1)(d) 

Gambling losses, Canada—U.S. Tax Convention 

Art. XXII:3 

Game show 


¢ ineligible for Canadian film/video credit, 
Reg. 1106(1)“excluded production’’(b) 


* ineligible for film/video production services 
credit, Reg. 9300(e) 
Garnishment for taxes unpaid, 224 


¢ binding on federal and provincial 
governments, 224(1.4) 


¢ enhanced, 224(1.2) 
¢ failure to comply with order, 224(4), (4.1) 


* prevented while objection or appeal 
underway, 225.1 


¢ salary or wages, 224(1) 

¢ “super” garnishment priority over secured 
creditors, 224(1.2) 

Garry Bowl Ltd. case overruled, 152(1.1) 

Gas, natural, see Petroleum/natural gas 

Gas manufacturing/distributing equipment 

* capital cost allowance, Reg. Sch. II:Cl. 1(n), 
Sch. II:Cl. 2(d). 

Gas or oil well equipment, Reg. 1104(2), Reg. 

Sch. II:Cl. 10() 

Gasoline expense 

* automobile,.see Automobile: operating costs 

Gaspé Peninsula 

¢ defined, 127(9) 
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ere Peninsula (cont’d) 
prescribed area, for electrical energy or steam 
processing, 127(9)"*qualified property’’(c.1) 

° prescribed designated region, 
fea ‘specified percentage’’(a)(vi), Reg. 


° qualified property acquired for use in, 
127(9)“specified percentage’’(a), (€) 

Gemstones, see also Listed personal property 

* ammonite, see Ammonite gemstone 

General amending provision 

¢» of insurance policy, defined, Reg. 1408(1) 

General anti-avoidance rule, 245 

* application of rule, 245(2), (4) 

¢ avoidance transaction, defined, 245(3) 


* determination of amounts following 
assessment, 152(1.11), (1.12) 


* determination of tax consequences, 245(5) 
CE 2 0 benefit, defined, 245(1) 

* tax consequences, defined, 245(1) 
General procedure appeals, 175. . 


General-purpose electronic role ea 
equipment 


* capital cost allowance, Reg. Sch. Bs Cl. 10(f) 


¢ defined, Reg. 1104(2) 


Generally accepted accounting Sc ihetes 

¢ in:computing income from business or 
property, 9(1) 

e in determining adjusted equity, 20. ae 

Generating equipment ! 

° capital cost allowance, Reg. P100(4)(4), ane 
Reg. Sch. II:Cl. 1(k), Sch. H:Cl. 1(m),‘S 
I:Cl.2(a),:-Sch. I:Cl, 2(c), Sch. Cl. 8(f), 
Sch. II:Cl. 8(g),Schy Il:Cl. 9(a), Sch. I:Cl. 
9(e), Sch. ICl. 9(f), Sch. H:Cl. 29, Sch. 
II:Cl. 34, Sch. If:Cl. 40 

Genstar trusts 

°  anti- avoidance rule, 104(7.1) 

Germany, see also Foreign government 

* compensation paid by, exempt, 81(1)(g) 

* stock exchange recognized, Reg. 3201(d) 

Gifts and donations 

e art, 118.1(7) 


* capital dividend account, effect on, 
89(1)capital dividend account’ *(a)(i)(A) 


* capital property, of, 110.1(3), 118.1(6) 
* carryback from year of death, 118.1(4) 
¢ carryforward 
e credit, 118.1(1)“total charitable gifts” 
* deduction to corporation, 110.1(1)(a) 
charitable 
* commuter’s, 118.1(9) 
* corporate, deduction for, 110.1(¢1)(a) 
e« total, 118.1(1) 
corporation, by 
* amalgamation, effect of, 87(2)(v) 
* capital property, 110.1(3). 
¢ deduction for, 110.1(1) 


** partnership, made by, 110.1(4) 

*¢ proof of, 110.1(2) 

¢*¢  winding-up, claim:by parent, 88(1)(e.6) 

* Crown, to, 110.1(1)(b),-118.10) 

e* total, 118.1C) 

¢ cultural, 110.1(1)(c), 118.101) 

¢ deduction from tax, 118.103) 

e deemed disposition at fair market value, 
69(1)(b) (ii) 

* ecologically sensitive land, 110.1(1)(d), 
118.1(1)“total ecological gifts” 

*e easement, servitude or covenant, value of, 

110.1(5), 118.1012) 

° Poss taxable as employment income, 

¢ institutions, to, 110.1(1)(c) 

¢ member of religious order vowing perpetual 
poverty, 110(2) 

* non-qualifying security, credit disallowed, 
118.113) 

¢ ordering of claims for donations 
credits, 118.1(2.1) 
deductions (corporation), 110.1(1.1)(b) 

partnership, made by, 110.1(4), 118.1(8) 

proof of, required, 118.1(2) 

property, of, 69(1)(b), (c) 

reassessment, 152(6)(c). - 

receipts for, Reg. 3501 

shares, publicly traded, 38(a.1) 

total, 118.1(1) 


United States charities, 118. 1(9); 
Canada—U.S. Tax Convention Art. XXI:6 


¢ will, by; 118.1(5). 
¢* publicly traded securities, reduced Disapteal 
gain, 38(a.1)(11) 

Glasses, as medical expense, 118.2(2)() 

Goats, 80.3(1)“breeding animals” 

Golf course, expense not allowed, 18(1)(1) 

Goods, .see also Property 

* to be delivered 

** amounts received for, income, 12(1)(a)(1) 

repayment of, deductible, 20(1)(m.2) 

¢ undelivered, reserve for, 20(1)(m) 

Goods and services tax (GST), 

Excise Tax’ Act 

¢ change of use, timing rule for GST liability, 
248(15) 

* credit, see refundable credit below 

¢ defined, 248(1) 

¢ employee benefits 


see also 


¢ GST included in taxable benefit, 6(7) 
¢ rebate included in income, 6(8) 
home purchase, excluded from moving 
expenses, 62(3)(f) 
¢ input tax credit 
e« deemed to be assistance, 248(16), see 
also Assistance/government assistance 


*¢ repaid, deemed to be reduction in 
assistance, 248(18) 


2791 


Index 


Goods and services tax (GST) (cont'd) 
e rebate 


** deemed not to be reimbursement, 8(11) 


ee deemed to be assistance, 248(16), see 
also Assistance/government assistance 


ee included in income, 6(8), 12(1)(x) 

ee reduces capital cost of property, 6(8), 
13(7.1) 

¢ refundable credit, 122.5 

¢e “adjusted income” defined, 122.5(1) 

ee amount of credit, 122.5(3) 

** applied to tax liability, timing, 164(2.1) 

ee determination by Minister, 152(1)(b) 

ee “eligible individual” defined, 122.5(1) 

ee limit to one per family, 122.5(5)(a) 

** overpayment not to require interest, 
160.1(1) 

¢* penalty for false statement, 163(2)(c.1) 

ee “qualified relation” 


eee deceased eligible individual, of, 
122.5(6) 
ores defined, 122.5(1) 
eee jointly liable for repayment of excess, 
160.1(1.1 
*¢ repayment where excess credit paid, 
160.1(1.1) 


ee restrictions, 122.5(5) 
¢ shareholder benefits 
ee GST included in taxable benefit, 15(1.3) 


Goodwill, see also Eligible capital property 
¢ sale of, 14(1); ITAR 21 

Government, see also Crown; Crown 
corporation 


¢ administration of income tax, see Minister (of 
National Revenue); Revenue Canada 


* agreements 


¢¢ for tax transfer payments (federal- 
provincial), 154 

¢« with other countries, see Tax treaty 

* annuities 

*¢ contracts entered into before May 26, 
1932, 58(1) 

** contracts entered into from May 25, 1932 
to June 25, 1940, 58(2) 


* assistance, see Assistance/government 
assistance 


¢ bonds (and similar obligations) 
e¢ Canada Savings Bonds, cash bonus, 12.1 


¢¢ “investment property” for deposit 
insurance corporation, 137.1(5)* Grahned 
expenditure” 


ee issued at a discount, 16(3) 

** no non-resident withholding tax, 
212(1)(b)Gi)(C) 

¢ bound 

¢¢ by garnishment orders, 224(1.4) 

*¢ by withholding tax requirements, 227(11) 


* communication of confidential information to, 
241(4) 


¢ employees abroad, deemed resident, 
250(1)(b)-(f) 

¢ foreign, see Foreign government 

° gifts to 

by corporation, deduction, 110.1(1)(b) 

by individual, credit, 118.1(1) 


* grant, see also Assistance/government 
assistance 


*¢ acquisition of depreciable property, 
towards, 13(7.1), (7.2) 


*e cost base of property acquired, 53(2)(k) 


** energy conversion, 12(1)(u), 56(1)(s), see 
also Energy: conversion grant 


¢* home insulation, 12( 1)(u), 56(1)(s), see 
also Home insulation grant 


** prescribed programs, under, 56(1)(s) 

¢ Her Majesty, defined, Interpretation Act 
35(1) 

¢ international development assistance program, 
see Canadian International Development 
Agency . 

¢ lobbying, see Representation expenses 

¢ obligation issued at discount by, 16(2), (3) 

° officials, bribery of, no deduction, 67.5 


* privatization of assets, debt qualifies for 
deferred income plans, Reg. 4900(1)(q) 


* provincial, see Province 

* public body performing function of, exempt, 
149(1)(c) 

* representation, see Representation expenses 

¢ rights, transitional rules, ITAR 21 


* -sponsored retirement arrangement, Reg. 
8308.4 

¢e¢ excluded from registered pension plan 

eligibility, Reg. 8502(m) 

information return, Reg. 8402.1 


* support payments for farmers, information 
slips, Reg. 234-236 


¢ volunteer fireman’s allowance paid by, eee 
exempt, 6(1)(b)(vi11) 

Governor General in Council 

¢ defined, Interpretation Act 35(1) 

Governor General (of Canada) 

¢ defined, Interpretation Act 35(1) 

* stipend exempt, 81(1)(n) 


Grain 

e delivered, amount due deemed not income 
debt, 76(4) 

Grain elevator operators 

° rica income earned in a province, Reg. 


Grain storage facilities 

* capital cost allowance, additional, Reg. 
1100(1)(sb) 

Grandchild 

¢ dependent, 118(6)(a) 

° ene as child, see Child: extended meaning 
0) 
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Grandfathered plan (registered pension plan) 


* complying before March 1996 budget, bei 
8509(13) 


¢ defined, Reg. 8500(1) 

Grandfathered share 

¢ defined, 248(1) 

¢ dividend on, where deemed to be interest, 
258(3)(b)(@i) 

¢ excluded from definition of ‘short-term 
preferred share”, 248(1) 


¢ excluded from definition of “taxable 
preferred share’, 248(1) 

¢ excluded from restriction on dividend 
deductibility, 112(2.2)(d) 

¢ may be a taxable RFI share, 248(1)“taxable 
RFI share” 

¢ Part VI.1 tax, excluded from, 191(2)(b) (iii), 
191.1(2)(b), 191. 1(4)(b) 

* share exchanged for, excluded from Part IV.1 
tax, 187.3(2) 

Grandfathering, see also Transitional rules 

¢ Canadian newspaper or periodical, 19(7) 


* passive partnership interest acquired before 
Feb. 22/94, 40(3.1), (3.15)-(3.18) 


¢ taxable Canadian property only since April 
26/95, prorating of gain, 40(9) 

Grandparent 

¢ dependent, 118(6)(b) 

¢ includes in-law or in common-law, 252(2)(d) 

Grant, see also Government: grant 


¢ Canada Oil Substitution Program, see. Energy: 


conversion grant 


* Canadian Home Insulation Program, see 
Home insulation grant 


¢ exploration and development, 20(1)(kk) 

¢ “non-government assistance” defined, 127(9) 

* research 

ee income from, 56(1)(0) 

ee leaving Canada to pursue research under, 
115(2)(b.1) 

Gratuities, see Tips 

Grazing ungulates, 80.3(1)“breeding animals” 


Great-aunt/great-uncle 

e defined, 252(2)(e), (f) 

Green card holder 

¢ whether resident in U.S. for treaty purposes, 
Canada—U.S. Tax Convention Art. TV:1 

Greenhouse 

* capital cost allowance for, Reg. Sch. ILC. 
6(d), Sch. If:Cl. 8(¢m) 

Gross Canadian life investment income 

¢ defined, Reg. 2400(1) [draft], Reg. 2405(3) 
[to be repealed] 

Gross cost 

¢ defined, Reg. 5202, 5204 

Gross investment revenue 


¢ insurer’ S, defined, fig i gross investment 
revenue” 


Gross negligence 
¢ by issuer of small business bond, 15. 25) 


* by issuer of small business development 
bond, 15.1(5) 


¢ effect on adjustment to related person’s tax, 
Canada-U.S. tax treaty Art. IX:5, 


¢ failure to report exempt capital gain, 
exemption lost, 110.6(6) 


¢ penalty for failure to remit tax withheld, 
227(9)(b), 227(9.1) 
* penalty for failure to withhold tax, 227(8)(b) 
* penalty for false statements of omissions, 
163(2) 
ee re flow-through share’ or joint exploration 
corporation, 163(2.2), (2.3) 
Gross resource profits 
¢ defined, Reg. 1204(1) 
Gross revenue 
¢ defined, 248(1) 
ee limitation re non-profit R&D corporation, 
149(9) 
ee ied rules re transfer pricing, 247(5), 
¢ from a mine, defined, Reg. 1104(5.1), (5.2) 
Gross revenue insurance program 
* payments to farmers under, income, 12(1)(p) 
* premiums in respect of, deductible, 20(1)(ff) 


Gross tax attributes (debt forgiveness rules) 
¢ defined, 80(14.1) 
¢ inclusion in residual balance, 80(14)(a) 


Group 

¢ defined 

ee for associated corporations, 256(1.2)(a) 

ee for surplus stripping rules, 84.1(2.2), 
212.1(3)(d)Q) 

¢ related, defined, 251(4)“related group” 

¢ unrelated, defined, 251(4)“unrelated group” 


Group disability benefits 


* top-up payments be eal on insolvency 
of insurer, 6(17), (18 


*¢ reimbursement to employer, 8(1)(n.1) 


Group insurance plan 
¢ employer’s contributions to 


¢¢ top-up payments on insolvency of ii insurer, 
see Group disability benefits 


ee whether included in employee’s income, 
6(1)(a)G@), 6(1)(f) 

Group term insurance policy 

¢ definition, re insurer, 138(15) 

¢ 1975-76 excess reserve, defined, 
138(12)“1975—76 excess additional group 
term reserve” 

Group term life insurance policy 

¢ defined, 248(1) 

¢ limitation on deduction of premiums, 
18(9.01) 

¢ taxable benefit from, 6(4), Reg. 2700-2704 
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Grubstaker, 35 
* receipt of shares by 
¢¢ deduction from amount, 110(1)(d.2) 


Guarantee 


* acquired from insurer or moneylender in 
amalgamation, 87(2)(h) (Gil) 


¢ Joan to spouse or minor, of, 74. 37). 

* payment under 

¢¢ by shareholder of corporation, 20(3.1) 

¢* debt forgiveness rules, 80(2)(1) 

** when treated as debt, 39(12) 

¢ reserve for, 12(1)(d.1), 20(1)d.1) 

ee no deduction, 20(7).- - 

* revenue, prescribed, Reg. 7500 

Guarantee agreement 

¢ no deduction for dividend, 112(2. 2), 

Guarantee fees 

¢ deduction re, 20(1)(e.1) 

* _ non-resident, 214(15)° 

Guarantee fund 

¢ deduction for payment by insurance 
corporation to, Reg. 1400(f.1) 

Guaranteed share 

¢ deemed dividend on reduction of paid-up 
capital, 84(4.3) 

¢ restriction on dividend sia cen 112(2.2), 
258(3) 

Guardian, return by, 150(1)(d), (e) 

Guide dog expenses, 118.2(2)(1) 

Guilt, see Offences 

Gulf Canada case overturned re resource 

allowance, Reg. 1204(1) 

Gypsum 

* extraction of, 248(1)“mineral resource” (d)(ii) 


H 
HBP, see Home Buyers’ Plan 


HRD, see Human Resources Development 
Canada 


Habitation, right of (Quebec) 
¢ deemed to be trust, 248(3) 


Half-year rule, deprevialle property, Reg. 
1 100(2)—(2.4) 


Halifax disaster pension, Beeiipt 81d )(f) 
Halite 

¢ drilling and exploration for, 66(2) 

* extraction of, 248(1)"mineral resource’ (d)(ii) 


Handicapped persons, see Mental or physi 
impairment 


Hangar, capital cost allowance, Reg. Sch. 
II:Cl. 6(h) 


Hardship 
* reduction in source withholdings, beth i 


Harness 
* capital cost allowance, Reg. Sch. I:Cl. 10(c) 


Headings in legislation 

¢ relevance of, Interpretation Act 8.14 

Head lease, defined, 209(1) 

¢ “term” defined, 209(1) 

Health counselling, see Counselling services 

Health promotion surtax, 182, 183 

Health services plan 

¢ employer’s contribution to 

ee not includable in employee’s income, 

6(1)(a)(W) 

* private, premiums to, 118.2(2)(q) 

Hearing aid, medical expense, 118.2(2)(i) 

Hearing impairment, see also Deaf person 

¢ devices to assist person with 

ee business expense, 20(1)(1r) 

ee medical expense credit, Reg. 5700(q.1) 

* -sign language interpretation services for,. 
118.2(2)(.4) 

Hearing officer 

* powers of, 231.4(3), (4) 

Hearse | 

¢ excluded from definition of automobile, 
248(1)“automobile”(c) 

Heart pacer/monitor 

* medical expense, Reg. 5700(d) 

Heat distributor 

* equipment, capital cost allowance, Sai Sch. 
I:Cl. 34 

Heat production/distribution equipment 

* capital cost allowance, Reg. Sch. II:Cl.1(p), 
Sch. II:Cl. 2(f) 

Heat recovery equipment 

* capital cost allowance, Reg. Sch. II:Cl. 34 

Heavy water 

* capital cost allowance for, Reg. Sch, IL:Cl. 26 

Heir, see also Legal representative 


¢ deemed to be legal representative, 
248.1“‘legal representative” 


¢ obligations of, 159 

e return required by, 150(3) 

Her Majesty, see Crown; ‘Government 

Herd, see Basic herd 

High school, see Secondary. school 

History preservation rules, see Debt 

forgiveness: history preservation rules 

Hockey players or referees, see Athlete 

Hogs, see Swine 

Holiday 

e deadline expiring on, Interpretation Act s. 26 

¢ defined, Interpretation Act s. 35(1) 

¢ includes Sunday, Interpretation Act 8. 
35(1)“holiday” 

Holocaust survivor’s compensation, eyeinns 

81(1)(g) 

Home, sale of, see Principal residence 
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Home Buyers’ Plan, 146.01 

¢ definitions, 146.01(1) 

* repayment of funds borrowed from RRSP, 
146.01(3) 

¢ withdrawal of funds from RRSP, 146(8), 
Reg. 104(3) 

¢¢ within 90 days of contribution, deduction 

disallowed, 146(5)(a)(iv.1), 146(5.1)(a)(iv) 

Home insulation grant 

¢ included in income, 12(1)(u), 56(1)(s) 

¢ information return re, Reg. 224 

* non-resident taxable on, 212(1)(s) 

* prescribed program, Reg. 5500 


Home mortgage, see Mortgage 
Home office expenses, see Work space in home 


Home purchase loan 


¢ balance outstanding after 5 years deemed 
new loan, 80.4(6) 


¢ defined, 80.4(7) 

¢ employee or spouse, to, 15(2)(a)(ii), 
15(2.4)(b) 

* interest on, 80.4(4), (5) 

Home relocation loan 


¢ balance outstanding after 5 years deemed 
new loan, 80.4(6) 


¢ deduction for, 110(1)Q) 

¢ defined, 248(1) 

e interest on, 80.4(4), (5) 

* replacement of, 110(1.4) 

Home renovations (wheelchair access etc.) 
¢ driveway alterations, 118.2(2)(1.6) 

¢ medical expense, 118.2(2)(.2), Reg. 5700 
Hong Kong, see also Foreign government 
¢ stock exchange recognized, Reg. 3201(e) 


Horse 
¢ basic herd maintained since 1971, deduction, 
29 


° breeding, 80.3(1)“breeding animals’’(a) 

¢ inventory, valuation of, 28(1.2) 

* maintaining for racing, constitutes farming, 
248(1)‘‘farming” 

Hospital bed 

* medical expense, Reg. 5700(h) 

House 

¢ insulation, see Home insulation grant 

¢ sale of, see Principal residence 

House of Commons 

e election of members, contributions for, 
127(3)-(4.2) 

Housing company 

¢ limited-dividend 

*¢ exemption, 149(1)(n) 

Housing corporation, exemption, 149(1)() 

Housing loan, see Home purchase loan 

Housing unit, see also Principal residence 

* change in use of, ITAR 26.1(1) 


Human Resources Development Canada 


* advice té mental or physical impairment, 
118.3(4) 

* certification of educational institution, 
118.5(1)(a)(ii), 118.6(1)“designated 
educational institution”(a)(i) 

¢ disclosure of information to, 241(4)(d)(vu.1), 
(x) 

¢ eligible individuals for Child Tax Benefit, 
122.62, 165(3.1), (3.2), Reg. 6301 


¢ Social Insurance Number application, 237(1); 
Reg. 3800 

Husband and wife, see Spouse 

Hutterite colonies, taxation, 143 

Hydro electric installation 

* capital cost allowance, Reg. Sch. I:Cl. 34 

Hydrocarbons 


¢ determination of viscosity and density, Reg. 
1107 


IAAC, see Income-averaging annuity contract 
IATA, see International Air Transport 
Association 

IBC, see International banking centre 

IRA, see Individual Retirement Account 

IRS, see Internal Revenue Service (U.S.) 
ISIP, see Indexed security investment plan 
ITC, see Investment tax credit 


Identical properties 

¢ deemed, for superficial loss and pregnant loss 
rules 

*¢ capital property, 40(3.5) 

¢e eligible capital property, 14(12) 

ee inventory, 18(16) 

¢ defined, 248(12) 

ee for matchable expenditure rules, 18.1(12) 

* gain or loss from, 47 

¢ life insurance corporation, of, 138( 1.1) 

¢ non-qualifying real property, 110.6(18) 

* property owned since before 1972, ITAR 
26(8)-(8.5) 

¢ whether foreign property, 206(1.4) 

Identification number, see Social insurance 

number; Tax shelter: identification number 

Iliostomy pads, as medical expense, 118.2(2)(i) 


Illegal payments 

¢ when not deductible, 67.5 

Immigration, see Becoming resident in Canada 
Immigration Act 

* refugee under, see Refugee 

Immigration trust 

¢ five year non-taxability, 94(1)(b)(i)(A)C) 
Immovable property, see also Real property 


¢ defined, Income Tax Conventions 
Interpretation Act s. 5 


2795 


Index 


Immune system deficiency ' . 

* air or water purifier for, medical expense ° 
credit, Reg. 5700(c.1), (c.2) ° 

Impaired loans ° 

e reserve for, 20(1)(I)(i) 

** no deduction when property seized by " 


creditor, 79.1(8) 
** no interest income inclusion, 12(4.1) 


Impairment, see Mental or physical impairment 
Imposition of tax, see Liability for tax; Rates 


of tax : 
Imprisonment, see Offences 

In camera proceedings | ° 
¢ discipline etc., of authorized individual, to 

protect taxpayer information, 241(4.1) e 
¢ in Federal Court, 179 
* review of jeopardy assessment, 225.2(10) ° 
* review of solicitor-client privilege claim, 

232(5) ° 
Inadequate considerations, 69 7 
* exceptions to fair market value deeming . 

provision, ITAR 32 ° 
* property acquired by gift or inheritance, 

69(1)(c) e 
* property distributed to shareholder, 69(4), (5) e 
* purchase price in excess of fair market value, « 

69(1)(a) 
¢ sale price below fair market value, 69(1)(b) . 
Income ° 
* accumulating in a trust, 104(14), Reg. 2800 ° 
* active business, defined, 125(7)‘‘income of ° 

the corporation for the year from an active 

business” * 
¢ alimony, 56(1)(b) 

* amount not previously included, ITAR 17(5) e 
* annuity, 56(1)(d), (d.2) 

** capital element, deductible, 60(a) ° 
* assistance, see Older Worker Adjustment, ° 

Program for; Social assistance payment 
* automobile standby charge, 6(1)(e) ° 
*¢ car salesperson/lessor, 6(2.1) ° 
ee reasonable amount, 6(2) 

* automotive pact, transitional assistance, 4 
56(1)(a)(v) - 

* averaging, see Averaging of income; Income-_—* 
averaging annuity contract 

* beneficiary of trust, 104(13), (14), (15) ° 


* blocked currency, in, 161(6) 

* bond, see also Bond 

* bursary, 56(1)(n) i 

* business or property, from, see Business or 

property income 

Canada Pension Plan benefits, 56(1)(a)() " 

capital and, combined, 16(1), (4), (5) % 
paid to non-resident, 214(2) 

cash method of reporting (farmers), 28 

chief source of, 31 


cod fisherman see Fishing: compensation 
programs ° 
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computation of, see Computation of income 
death benefit, 56(1)(a)(i11) 
debenture, see Bond 
deferred profit sharing plan, receipts from, 
56(1)(i) 
destruction of livestock, from, see also— 
Livestock 
determination of, by Minister, at 11), 
(12) . 
dividends, 82(1) 

non-resident corporation, from, 90 


“earned” for RRSP purposes, defined, 
146(1)“earned income” 
“earned in the year in a province” defined, 
120(4) 
earned in the year in a province by an 
individual, defined, Reg. Part XX VI 
earned or realized by any Sprporanon s after 
1971, 55(2), (5)(b), (c) 
employee benefits plan 

benefits, 6(1)(g) 
employment benefits, 6(1) 
employment insurance benefits, 6(1)(f), 
56(1)(a)(iv) 
exclusions from, see Exemptions 
exempt, see Exemptions 


exploration and development expenses, 
recovery of, 54(3. 2) 


“for the year” defined, 56(9) 
foreign resource property disposed of, 59(1) 
from active business, defined, 95(1), Pace 


from property, for dividend refund, 
129(4)“income” 
gaining or producing, purpose, 18(1)(a), ROE 
1102(1)(c) 
grants under certain government programs, 
56(1)(s) 
indirect payments, 56(2) 
international banking centre, from, 33.1(3), 
(4), (5), (D(C) 
“investment income” defined, 110.6(1) 
Labour Adjustment Benefits Act, benefits 
under, 56(1)(a)(vi), Reg. 5502(a) 
legal costs recovered, 56(1)(1), (1.1) 
life insurance policy 
proceeds of disposition of interest in, 
56(1)G) 
logging operations, from, defined, 
127(2)“income for the. year from logging 
operations in the province’ 


maintenance payments, 56(1)(b), (c), (c.2) 
non-resident-owned investment corporation, 
133(1) 

none, equivalent to zero income, 3(f) 
office or employment, from, 5(1), 6(1) 

old age security, 56(1)(a)(i) 

other sources of, 56—59.1 

pension, 56(1)(a)(i), 57 

place, from sources in, 4 

policyholder’s, 148(1), (1:1) 


Income (cont'd) 

¢ prescribed provincial pension plan benefits, 
56(1)(a)(i) 

¢ prize for achievement, 56(1)(n) 

¢ professional business, from, 34; ITAR 23 

* Program for Older Worker Adjustment, 
income assistance, 56(1)(a)(vi), Reg. 5502(b) 

* property transferred to minor, from 

imputed to transferor, 75(2) 

* property transferred to spouse, from, 212(12) 

* property transferred to spouse or minor, 74.1 

* refund of payments, deductible, 60(q) 


* registered education savings plan, amounts 
received, 56(1)(q) 


* registered retirement income fund, amounts 
received, 56(1)(t) 

* registered retirement savings plan, amounts 
received from, 56(1)(h) 

* repeated failures to report, penalty for, 163(1) 

* research grant, 56(1)(o) 

* resource property disposed of 

e¢ prior reserve for uncollected amount, 

59(2) 

* retirement compensation arrangement 

e* benefits under, 56(1)(x), (z) 

disposition of interest in, 56(1)(y) 

¢ retiring allowance, 56(1)(a)(ii) 

¢ rights to, transferred, 56(4) 

non-resident tax not applicable, 212(12) 

¢ salary deferral arrangement, benefit under, 
56(1)(w) 

¢ scholarship, 56(1)(n) 

refund of, 56(1)(p) 

¢ social assistance payments, 56(1)(u) 

¢ source, from, 4 

* splitting, see Attribution rules 

* superannuation benefits, 56(1)(a)(@), 57 

* supplementary unemployment benefits, 
56(1)(g) 

© support payments, 56(1)(b), (c), (¢.2) 

e tax on, see also Tax 

non-deductible, 18(1)(t) 

¢ taxable, see Taxable income 

° taxation year, for, 3 

* transitional assistance under auto pact, 


56(1)(a)(v) 


* trust, of 
ee accumulating, see Accumulating income 
(of trust) 


ee defined, 108(3) 

¢ unemployment insurance benefits, 
56(1)(a)(v) 

¢ workers’ compensation benefits, 56(1)(v) 

Income attribution, see Attribution rules 

Income averaging, see Averaging of income 

Income-averaging annuity contract 

* ceasing to be such, 61.1(1) 

* deemed proceeds of disposition, income, 


S6(1)(f) 


e defined, 61(4), 248(1) 

¢ information return, Reg. 208 

* money borrowed to buy 

ee limitation on deduction for, 18(11)(a) 
* payment for, deductible, 61(1) 

* payment under 

*¢ continuing, after death, 61.1(2) 

ee non-resident, to, 212(1)(n) 

e* remuneration, Reg. 100(1) 

** succession duties, deduction for, 60(m.1) 
* proceeds of disposition, income, 56(1)(e) 


* types of payments deductible when used to 
purchase, 61(2) 


¢ withholding tax, 153(1)(k) 

Income bond 

¢ defined, 248(1) 

* interest paid on, not deductible, 18(1)(g) 

* payment on deemed to be a dividend, 15(3), 


Income from an active business, see Active 

business: income from 

Income from a mine 

¢ defined, Reg. 1104(5), (6), (6.1) 

Income from property, see Property: income 

from 

Income interest in trust, see also Trust (or 

estate) 

Income maintenance insurance plan 

¢ employer’s contribution, whether a taxable 
benefit, 6(1)(a)() 

* payment to employee under, taxable, 6(1)(f); 
ITAR 19 


Income setoff adjustment, see Transfer pricing 
income setoff adjustment 

Income splitting, see also Attribution rules 

* partnership income, 103 

¢ testamentary trusts, 104(2) 


Income tax, see everywhere 


Income Tax Conventions Interpretation Act, 

see Table of Contents 

Income War Tax Act 

¢ para. 5(1)(a), reference to depreciation, ITAR 
18(4) 


* para. 5(1)(u), deduction deemed depreciation, 
ITAR 18(5) 

¢ para. 6(1)(n), provisos not applicable, ITAR 
18(3) 


¢ s. 8, amounts deductible, ITAR 29(34) 

* subsecs. 8(6), (7), (7a) still applicable, ITAR 
17(1) 

Incontinent person, see also Mental or 

physical impairment 

* products for use by, medical expense credit, 
118.2(2)G) 

Incorporated employee, see also Personal 

services business 


* overseas employment tax credit restricted, 
192.3(91) 
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Incorporated in Canada 


¢ defined, 248(1)“corporation 
incorporated in Canada” 


29 66 


corporation 


Incorporation expenses, see Eligible capital 
property 
Indebtedness, see also Debt; Loan 


¢ defined, for deemed settlement of debt on 
amalgamation, 80(3) 


¢ income of foreign affiliate from, 95(2)(a.3), 
95(2.4), (2.5)‘indebtedness” 


* to non-resident trust, reporting requirement, 
233.5(1) 

Indemnity 

* payment, provincial, excluded from income, 
81(1)(q) 

e reserve for, not deductible, 20(7) 

Independent personal services, Canada—U.S. 

Tax Convention Art. XIV 

Indexed debt obligation 

¢ adjusted cost base of, 53(1)(g.1), 53(2)(.1) 


¢ amount deemed paid and received as interest, 


16(6), Reg. 7001 

* deduction from income, 20(1)(c), 16(6) 

¢ defined, 248(1) 

* excluded from annual interest accrual rules, 
12(3), 12(11)“investment contract’’(k) 

¢ interest included in income, 12(1)(c), 16(6) 

* prescribed amount, Reg. 7001 

Indexed payment, 

¢ defined, re indexed debt obligation, Reve 
7001(7) 

Indexed security investment plan 

¢ transition for 1986, 47.1(28) 


Indexing (for inflation) 
¢ Child Tax Benefit, 122.61(5) 


* spouse and equivalent-to-married income 
threshold, 117.1(2) 


e tax brackets and dollar thresholds, 117.1(1) 


Indians 
* exemption from tax, 81(1)(a) 
Indicator re foreign trust, see Non-arm’s 
length indicator 
Indirect payments 
* corporation, by 
¢¢ person paid through intermediary as 
proceeds of disposition of property, — 
183.1(5) 
¢ deemed income, 56(2) 
¢ distribution of corporate surplus, tax on, 
183.1(5) 
Individual 
¢ bankrupt, 128(2) 
* computation of tax, 117—122.3 
* computation of taxable income, order of 
application, 111.1 
* credits, 118-118.94 
¢ defined, 248(1) 


¢ drilling exploration expenses, ITAR 29(12) 
¢ fiscal period of, 249:1(1)(b)(i) 
* gifts, deduction from tax, 118.1(3) 


* income earned in the year in a province, Reg. 
Part XX VI 


¢ “income for the year’ defined, 120(3) 
¢ instalment base, Reg. 5300 
* instalment payment of tax 
** “instalment base” defined, 161(9)(a) 
insufficient instalment payment of tax 
¢* interest limitation, 161(4) | 
mentally or physically impaired, see Mental 
or physical impairment 
over 65, deduction, 118(2) 
ee unused, transfer to spouse, 118.8 
¢ payment of tax, 155, 156 
ee instalment base, 155(2), 156(3) 
°° remainder, 158 
“qualified farm property” of, defined, 108(1) 


¢ “qualified small business corporation share” 
of, defined, 108(1) 


¢ rates of tax, 117(2) 


¢* abatement re provincial schooling 
allowance, 120(2) 


ee addition to tax for income not eatned in 
province, 120(1) 

¢¢ annual adjustment, 117.1 

¢ resident for part of year, 114, 114.1] 

returns, 150(1)(d), (e) 

special T1 tax table, 117(6), Reg. Part XXV - 

surtax, 180.1 

* tax credits, 118 

e* ordering of, 118.92 

* taxation year of, 249(1)(b) 


Individual Retirement Account, see Foreign 
retirement arrangement 


e 


Inducement payments 
e cancellation of lease, see Lease cancellation 
payment 


* election re adjusted cost base, 53(2)(s), 
S3( Zab) 


¢ election to offset against outlay or expense, 
1202) 


¢ included in income, 12(1)(x) 
* prescribed amount, Reg. 7300 


* received by beneficiary of trust, or partner, 
12(2.1) 


* repayment of, 20(1)(hh) 

Industrial mineral mines 

* capital cost allowance, Reg. 1100(1)(g), 
1104(3), Reg. Sch. V 

Industrial minerals 

° producing, excluded from M&P credit, 
125.1(3)“manufacturing or PHRASE: *(g) 

Ineligible property 


¢ defined, for cost base bump on windup, 
88(1)(c) 
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Infant 

¢ prone to sudden infant death syndrome 

** alarm, medical expense, Reg. 5700(r) 

Infirm dependant, see also Mental or physical 

impairment 

* credit for, 118(1)B(d), (e) 

¢ preferred beneficiary election, 
108(1)“preferred beneficiary’’(a)(ii)(A) 

Inflation adjustment period 

¢ defined, re indexed debt obligations, Reg. 
7001(7) 

Inflation indexing, sce Indexing (for inflation) 


Influence over remittances 

¢ liability of secured creditor, 227(5.2)-(5.5): 
(draft) 

Informal procedure appeals, 170 


Information 
* communication of, 241, Reg. 3003 
e demand for, 231.2(1)(a) 


¢ exchange of between tax authorities, 
Canada—U.S. Tax Convention Art. XX VII 


¢ failure to provide, in return, penalty for, 
162(5) 

e foreign-based, 231.6. 

¢ laid, see Information or complaint 

* outside Canada 


°° foreign-based information or document, 
23156 


ee tax shelter investment information, 
143.2(13), (14) 

* requirement to provide, 2314.2(1)(a) 

e return, see Information return 

Information or complaint 

e Jaid or made, 244(1) 

¢ limitation on prosecutions, 244(4) 

¢ territorial jurisdiction, 244(3) | 

* two or more offences in one, 244(2) 

Information return, Reg. 200-236 

¢ bond interest, accrued, Reg. 211 

* (Canada Savings Bonds, cash bonus, Reg. 220 

¢ certified films, Reg. 225 

* corporation 


*e transactions with non-resident, non-arm’s 
length persons, 233.1 

¢ demand for, 233 

° Seay carn of taxpayer’s portion of, Reg. 

209 

* electric, gas or steam corporations, Reg. 213 

¢ eligible funeral arrangement, Reg. 20101) (f) 

¢ employees profit sharing plan, Reg. Die 

* energy conversion program, Reg. 224 

e farm support payments, Reg. 234-236 

¢ foreign affiliate, 233.4 

¢ foreign plan PSPA, Reg. 8402(2) 

¢ foreign property, Reg. 222 

e* — by corporation claiming not to be (for 
RRSP etc. investments), Reg. 222 


ee investment in, 233.3 


foreign trust | 
¢ distributions from, 233.5 
* indebtedness to, 233.5 
ee transfers to, 233.2(4) 


¥ government-sponsored retirement 
arrangement, Reg. 8402.1 


* home insulation program, Reg. 224 

* income-averaging annuity contract, 
disposition of, Reg. 208 

e international banking centre, 33.1(12) 

¢ legal representative, Reg. 206 

¢ life insurer, Reg. 217 

¢ making of regulations re, 221(1)(d) 

¢ NISA Fund No. 2, Reg. 201(1)(e) 

* non-profit organization, 149(12), 150(1)(a) 

* non-profit R&D corporation, 149(7) 

* non-resident transactions, 233.1—233.7 

* non-residents, payments to, Reg. 202, 203° 

¢ oil substitution program, Reg. 224 

e« Part IV.1 tax, 187.5 

¢ Part VI.1 tax, 191.4(1) 

¢ partnership, Reg. 229 

* past service pension adjustment, Reg. 8402 

* patronage payments, Reg. 218 

¢ penalty for failure to make, 162(7)(a) 

¢ pension adjustment, Reg. 8401 - 

* pension adjustment reversal, Reg. 8402.01 

¢ political contributions, 230.1(2), Reg. 2001 

¢ public . 

registered charity, 149.1(14) 

* qualified investments, Reg. 221 


* registered Canadian amateur athletic 
association, Reg. 216 


* registered education savings plan, 
146.1(13.1), (15) 


* registered home ownership savings plan, Reg. 
pire) 


* registered pension plan, Reg. 8409 

* registered retirement income funds, Reg. ZS 
* registered retirement savings plan, Reg. 214 
¢ resource flow-through shares, Reg. 228 

¢ SR&ED corporation, 149(7) 

* scientific research tax credits, Reg. 226 

* security transactions, Reg. 230 

¢ share-purchase tax credits, Reg. 227 

* social assistance payment, Reg. 233 

* Social Insurance Number, use of, 237(2) 


* specified retirement arrangement PSPA, Reg. 
8402(3) 


* tax shelter promoter, 237.1(7), Reg. 231 

¢ transactions with non-residents, 233.1-233.7 
* trust or corporation re Part XI tax, 207 

¢ video tapes, Reg. 225 

¢ withholding of tax, Reg. 210 

* workers’ compensation payment, Reg, 232 


Inheritance, see also Death of taxpayer 
* debt forgiveness rules do not apply, 80(2)(a) 
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Initial non-qualified investments, see also 

Deferred profit sharing plan 

Injection substances 

¢ deduction for, 20(1)(mm) 

Injury, personal, property acquired as award 

for income from, exempt, 81(1)(g.1), (g-2) 

In-laws, dependent, 118(6)(b) 

Input tax credit, see Goods and services tax 

(GST): input tax credit 

Inquiry 

* authorized by Minister, 231.4 

* compliance required, 231.5(2) 

¢ rights of person subjected to, 231.4(6) 

¢ rights of witness at, 231.4(5) 

* seizure of documents 

es ~ Coples Ols 23215) 

Insider of a corporation 

¢ defined, Reg. 4803(1) 

Insolvency, see also Bankruptcy; Financial 

difficulty (taxpayer in) 

e insurance corporation, group disability 
insurance top-up payments, 6(17), (18) 

Inspections, 231.1 

* compliance required, 231.5(2) 

Instalment payments 

* capital and income combined, 16(1) 

° ee to be resident in Canada, 159(4), 


¢ dependent on use, 12(1)(g) 

¢ sale of property, see Reserve 

Care eany 

¢¢ amounts deemed to be, 161(8) 

¢¢ annual, deceased taxpayer’s, Reg. 1001 
ee contra interest, 161(2.2) 

e ¢ - corporations, 157(1), (2), (2.1), (3) 

ee §=de minimis rule, 156.1(1), 157(2.1) 


ee death of taxpayer, not required after, 
156.1(2) 


ee deduction under s. 66.5, 196(3) 
ee deficient 

eee interest offset method, 161(2.2) 
eee interest payable, 161(2) 


eee limitation re corporations, 161(4.1) 

eee penalty, 163.1 

eee when certain tax credits deemed paid, 
161(10) 


oes where interest not payable, 161(2.1) 
ee farmers, fishermen, 155, 156.1 
ee individuals, 156, 156.1 


ee instalment base, defined, 161(9)(a), Reg. 
Part LIII 


ee late, penalty for, 163.1 

ee¢ mutual fund trust, 156(2) 

ee offset interest, 161(2.2) 

o oom Parhil3 taxy 197 

ee... Part XIL3 tax, 21153 

ee transfers between accounts, 221.2 


¢ testamentary trust, 104(23)(e) 
Instalment threshold 

¢ defined, 156.1 

Institution 


* costs of care in, as medical expense, 
118.2(2)(e) 


° gifts to 

ee by corporation, deduction for, 110.1(1)(c) 

ee by individual, credit for, 118.1(1)“total 
cultural gifts” 

Instrument, see Musical instrument 

Insulation grant, see Home insulation grant 

Insulin, medical expense, 118.2(2)(k) 


Insurance 


¢ accidental death, not included in group life 
insurance benefit, Reg. 2700(2) 


* group plans 
¢¢ employer’s contributions not includable in 
employee’s income, 6(1)(a)(1) 


a 2 life insurance, portion of premium 
taxable, 6(4) 


¢ paid-up, deduction for, 18(9.01) 
* premiums, see Premium 


* proceeds 
*e¢ in respect of depreciable property, taxable, 
12(1)(f) 


e risks in Canada, by foreign affiliate, 
95(2)(a.2) 

* sickness, accident, etc., benefits taxable, 
6(1)(f); ITAR 19 

Insurance agent or broker 

¢ reserve for unearned commissions, 32 

Insurance corporation, see also Financial 

institution; Life insurance corporation 

¢ amalgamation, 87(2.2) 


* amortized cost, where meaning varied, 
138(13) 


* bad debts 

ee deduction for, 20(1)(p)(G1) 

ee inclusion in income, 12.4 

¢ Canadian investment fund, Reg. 2405 

¢ cash flow adjustment, Reg. 2412 

* ceasing to carry on business, Reg. 8101(5) 


* computation of income, 138(1), (6), 138(9), 
140 


¢ deduction for amounts paid or credited to 
policyholders, 140(1) 


¢ deductions not allowed, 138(5)—(5.2), (8) 

¢ deemed not to be private corporation, 141.1 

¢ defined, 248(1) 

e definitions, 138(12) 

¢ deposit, see Deposit insurance corporation 

¢ depreciation deemed to have been allowed, 
13(22) 

¢ disposition of Canadian securities, 39(5)(e) 

* exempt under Part IV, 186.1(b) 
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Insurance corporation (cont'd) 
¢ farmers and fishermen, of 


exemption for, 149(1)(t), 149(4.2) 
limitation, 149(4.1) 


¢ foreign affiliate, see Foreign affiliate: insurer 


* gross investment revenue, defined, 138(12) 

* guarantees etc. 

*¢ acquired from, in amalgamation, 

87(2)(h) (iii) | 

reserve for, 20(1)(1.1) 

* guarantees fund, deduction for payment to, 
Reg. 1400(f.1) 

* inclusion in computing income for 1988 
taxation year, 140(2) 

* income from. participating life insurance 
business, Reg. 2402 

* insolvent, group disability insurance top-up 
payments, 6(17), (18) 

¢ liabilities of, determination for debt 
forgiveness reserve, 61.3(1)(b)C(i)(B), (C) 

* life, see Life insurance corporation 

¢ loan/lending asset 
acquired from, in amalgamation, 
87(2)(h) (i) 
reduction in value of 

° limitation on deduction re, 18(1)(s) 

¢ joans etc. acquired in ordinary course of 
business, 20(27) . 

¢ mark-to-market rules apply, 138(10) 

¢ mutualization proposal, 139 

* negative reserves, 12(1)(e.1), 20(22), Reg: 
1400(2) 

* net reserve adjustment [pre-1993], 12.3, 
20(26) 

* 1975 branch accounting election deficiency, 
defined, 138(12) 

¢ 1975-76 excess additional group term 
reserve, defined, 138(12) 

¢ 1975-76 excess capital cost allowance, 
defined, 138(12) 

* 1975-76 excess investment reserve, defined, 
138(12) 

* 1975-76 excess policy dividend deduction, 
defined, 138(12) 

¢ 1975~-76 excess policy dividend reserve, 
defined, 138(12) 

* 1975-76 excess policy reserve, defined, 
138(12) 

¢ 1977 carryforward deduction, Reg. 2408 


* 1977 excess policy dividend deduction, Reg. 


2407 
* non-capital loss of, 111(7.1) 
reserves, Reg. 1400, 1402-1404 


* non-resident, 219(4)-(8), Reg. 800, 801, 803, 


804, 2401 
e* branch tax elections, Reg. 2403 
change in use rules, 138(11.3)-(11.41), 
(11.6) 
computation of income, 138(1 ee AS 


by shareholder, 85(1.1)(b) 


eligible property for transfer to corporation 


excluded property, Reg. 810 
qualified related corporation, 138(12) 


registered, see Registered non-resident 
insurer 


transfer of insurance business 


° anti-avoidance provisions, 138(11.7) 

° computation of income, 138(11.92) 

° contributed surplus, computation. of, 
138(11.9) 

° depreciable property, rules re, 
138(11.8) 

° paid-up capital, computation of, 
138(11.7) 


° rules, 138(11.5) 

non-segregated property, 138(12) 

participating life insurance policy, defined, 

138(12) 

policy loan, defined, 138(12), 1489) 

policy reserves, Reg. 1400-1408 
post-1995 policies, life insurance, Reg. 
1404-1407 

roperty acquired on default in payment, 

138(1 1.93) 

“property used by it in the year in, or held 

by it in the year in the course of’, 138(12) 


defined, Reg. 2400 
registered, see Registered non-resident insurer 
regulations, Reg. Part XXIV 


reserve for unpaid claims, see also unpaid 
claims reserve adjustment 


limitation, 18(1)(e.1) 

negative, 12(1)(e.1), 20(22), Reg. 1400(2) 

policy reserve deduction, 20(7)(c) 
security used or held by 


“eligible property” for transfer to 
corporation by shareholder, 85(1.1)(g) 


segregated funds of, 138.1, Reg. Part LXI 
subsidiary, wound up, 88(1)(g) 


surplus funds derived from operations, 
138(12) 

tax payable by, under former Part IA, ITAR 
60.1 


taxable capital gains, 138(2)(b), 142 


taxable income earned in a province, Reg. 
403 


transfer of insurance business 
by non-resident insurer, 138(11.5) 
by resident insurer, 138(11.94) 


unpaid claims reserve adjustment, see also 
reserve for unpaid claims 


claims incurred but not reported, Reg. 
1400(e.1) 

deduction, 20(7), (26), Reg. 1400(e) 
inclusion of prescribed portion, 12.3 


variation in tax basis and amortized cost, 
138(13) 
winding-up of, Reg. 8101(3) 


Insurance policy 
* acquisition costs, Reg. 1404(2) 
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Insurance policy (cont'd) 

* disposition of, 148 

** no capital gain, 39(1)(a)(iii) 

** no capital loss, 39(1)(b)(i1) 

¢ in Canada, Reg. 2405(3) 

¢ life, see Life insurance policy 

¢ loan, see Policy loan (life insurance) 
* reserves (insurer), Reg. Part XIV 

e* definitions, Reg. 1404 


ee 1975-76 excess, defined, 
138(12)“1975-—76 excess policy reserve” 


ee transitional, Reg. 1405, 1406 

* unpaid claims 

ee limitation on reserve for, 18(1)(e.1) 
Insurance proceeds 


* constitute proceeds of disposition, 
13(21)“proceeds. of disposition’’(c), 
54“proceeds of disposition” (c) 


¢ rollover where property replaced, 13(4), (4.1), 
44 


Insurer, see Insurance corporation 

Intangible property, see also Eligible capital 

property 

* patents, Reg. Sch. ICl. 14, Sch. I:Cl. 44 

¢ relating to road, bridge, townsite, etc., capital 
cost, 13(7.5)(c) 

Integration 

* capital dividend flow-through, 83(2), 
89(1)“capital dividend account’’(b) 

* corporate and personal tax, 82(1)(b), 121 

* intercorporate dividend flow-through, 
82(1)(a)Gi)(A), 112(1) | 

¢ Part IV tax flow-through, 186(1)(b) 

Inter vivos trust, see also Trust (or estate) 

¢ defined, 108(1) 

Intercorporate dividends generally tax-free, 

iB ves ot Be 

Interest (in property, etc.) 

* beneficial, in trust, meaning of, 248(25) 

* capital, in trust, see also Trust (or estate) 

¢ family farm partnership, in, 110.6(1) 

¢ income, in trust, see also Trust (or estate) 

* investment, in business, ITAR 


23(5)“investment interest” “1971 receivables” 


* life, in real property, see Life estate in real 
property 

* partnership, see Partnership interest 

* policy loan, re, defined, 138(12), Reg. 
1408(1) 

* qualifying, see Qualifying interest (in respect 
of foreign affiliate) 

* real property, in, defined, 248(4) 

¢ taxable Canadian property, in, 115(1)(b)(xiii) 

* trust, see Trust (or estate): interest in 

Interest (monetary) 

* accrued 

** corporations, partnerships, trusts, 12(3) 
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¢ deduction on disposition of debt 
obligation, 20(21) 

¢ ~sdeemed..12(9) 

* inclusion in income, 12(3), (4), (9) 

e individuals, 12(4) 

*.. on amalgamation, 87(2)(j.4) 


¢ prescribed debt obligation, on, 12(9), Reg. 
7000 


* to date of death, 70(1)(a) 


allowable refund of N.R.O., on, 133(7.01), 
(7.02) 


annual reporting, see accrued (above) 
benefit from loan, deemed to be, 80.5 . 
bond 

¢ accrued, to date of transfer, 20(14) 

- information returns, Reg. 211 

e purchased at discount, 16(3) 
borrowed money used to, acquire land, on 


¢ » defined, 18(3)“interest on debt relating to 
the acquisition of land” 


¢ not deductible, 18(2), (2.1) 
* partner, by, 18(2.1) 


borrowed money used to acquire property no 
longer owned, 20.1(1) 


borrowed money used to acquire SBDB, 
15.1(4) 
borrowed money used to invest in deferred 
income plan, 18(11) 
borrowed money used to invest in shares, 
20(1)(c), 20(1)(qq) 
capital and, combined, !6(1) 
* on expropriation assets, 80.1(3) 
capital gains refund, on 
¢ © mutual fund corporation, 131(3.1), (3.2) 
¢ mutual fund trust, 132(2.1), (2.2) 
capitalization into cost of property, 21 
certain bonds etc., on 
¢ excluded from income, 81(1)(m) 
compounded daily, 248(11) 


coupons to be identified as to taxable and - 
non-taxable obligations, 240(2) 


debt obligation, on, 20(14.1) 


¢ mark-to-market property of financial 
institution, 142.5(3) 


debt relating to the acquisition of land, on 


¢ defined, 18(3)“interest on debt relating to 
the acquisition of land” 


deductible, see also borrowed money used ... 
(above) 


¢ distribution of dividends of profits, 20.1 

¢ general rule, 20(1)(c) 

* loan by partner to partnership, 20(3.1)._ 

¢ loan by shareholder to corporation, 20(3.1) 


* paid under Income Tax Act, not 
deductible, 18(1)(t) 


* payment under guarantee by shareholder, 
20(3.1) 


¢ purchase of shares, 20(1)(qq) 
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Interest (monetary) (cont’d) 

¢ deduction by certain corporations, limitation 
on, 18(4)-(6) 

** exception, 18(8) 

*« deemed 


*¢* amount paid by credit union re member’ S 
share, 137(4.1) 


ee benefit from loan, 80.5 

ee certain shares, on, 258(5) 
ee non-resident tax, 214(6), (14) 
¢* preferred shares, on, 258(3) 


* deemed received by corporation on loan’ to 
non-resident, 17 


¢ defined, Income Tax Conventions 
Interpretation Act s. 6 


¢ dividend refund, on, 129(2.1), (2.2) 

¢ escalating interest GICs, Reg. 7000(2)(c.1) 

* expense 

*e¢ ~ amount deductible, 20(1)(c), (d) 

°° compound, 20(1)(d) | 

ee election to capitalize, 21(1) 

¢* employee’s automobile or aircraft, 
8(1)Q)@) 

¢¢ limitation on deduction by certain 
corporations, 18(4)—-(6) 


e* minimum tax, 127.52(1)(b), (Cc), (c.2), 
(E1) 


e* policy loans, on, 20(2.1), 138(12)“interest” 


Reg. 4001 
* expropriation assets, on 
ee election re, 80. 1(2) 
¢ forgiven, 80(2)(b) ( 
* income bond, on, deemed dividend, 15(3).- 
** non-resident corporation, 15(4) 
¢ income from business or property, 12(1)(c) 


¢ whether specified investment business, 
125(7)“specified investment business” 


increasing rates, income accrual, Reg. 

7TOO00(2)(c.1) 

instalments of tax, late or insufficient, 161(2) 

ee additional 3% payable, 161(3) 

ee — limitation, 161(4), (4.1) 

ee not deductible, 18(1)(0) 

ee offset, 161(2.2) 

°* — scientific research tax credit, when 
deemed paid, 161(10) 

¢  share-purchase tax credit, when deemed 
paid, 161(10) 

e* where not payable, 161(2.1) 

* interest repaid, on, 164(4) 

e loss carryback, effect of, 161(7). 

¢ loss of course of income, 20.1(1) 

¢ obligation issued at a discount, 16(3) 

¢ paid on death duties, deduction, 60(d) 

e+ paid or payable, deduction for, see 
deductible (above) 

* paid to non-resident, withholding tax, 

212(1)(b) 
e* by wholly-owned subsidiary, 218 


ee to U.S. resident, Canada-U.S. Tax |. 
Convention Art. XI ' 


* payable. 
ee carryback re minimum tax, no effect, 
161(7) 


* penalty, on, 161(11) 

* penalty or bonus, treated as interest expense, 
18(9.1) 

¢ prepaid, deduction for, 18(9), (9.2)— (9. wv 

¢ prescribed rate, Reg. 4301 

* property transferred from spouse, 74. l 


* rate reduction payments, treated as interest 
expense,: 18(9.1) 


* refunds and repayments, on, 164(3)—(4) 
* repayment of, deduction for, ete 


* spouse, property transferred to, 74.1, 
also Attribution rules 


e tax withheld but not remitted, on, (Cat. a) 
* unclaimed at year-end 

ee withholding tax, 153(4) 

eee effect of remittance, 153(5) 

* unpaid tax, on, 161(1), 227(9.3); ITAR 62(2). 
¢¢ adjustment of foreign tax, 161(6.1) 

** income in blocked currency, 161(6) 

e* (loss carryback, effect of, 164(5), (5.1) 
*.¢ none, re participation certificate, 161(5) 
ee not deductible, 18(1)(t) 

ee offset, 161(2.2) 

ee Part TH, 185(2) 

ee Part IV, 187(2) \' 

ee — Part V, 189(7) 

ee Part VII, 193(3), (4) 

ee Part VIII, 195(3), (4) 

ee Part X, 202(5) 

ee — Part XII.3, 211.5 

ee Part XII.4 tax, 211.6(5) 


** — retroactive to application date of 
provision, 221.1 


ee waiver of, 220(3.1) 

¢ withholding tax, 212(1)(b) 

Interest-free loan, see Loan: interest-free 

Interference with remittances of tax withheld, 

227(5.2)-(5.5) (draft) 

Intergenerational transfers 

¢ attribution of income or loss, 74.1(2) 

° farm. property 

ee inter vivos, 73(3) 

*¢ on death, 70(9), (9.2)... 

Interim receiver 

¢ withholding tax, liability for, 227(5), (5.1)(d) 

Internal Revenue Service (U.S.), 

United States 

* collection of Canadian tax, Canada-U. St Tax 
Convention Art. XXVI A 

* competent authority, procedures, Gansidenkh Si 
Tax Convention Art. XX VI 


see also 
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Internal Revenue Service (U.S.) (cont’d) 

¢ exchange of information with Revenue 
Canada, Canada—U.S. Tax Convention Art. 
XXVII 

Internal waters 

e defined, Interpretation Act 35(1) 


International agencies, prescribed, Reg. 806.1 


International Air Transport Association 

¢ employment income of non-Canadians, 
deduction for, 110(1)(f)(iv) 

International banking centre, 33.1 

¢ amalgamation, continuation of corporation 
on, 87(2)G.8) 

¢ definitions, 33.1(1), (2) 

¢ designation of, 33.1(3) 

¢ election re eligible deposit, 33.1(6) 

ee — restriction on, 33.1(7) 

¢ eligible deposit, defined, 33.1(1) 

¢ eligible loan aay 

** ceasing to be eligible, deemed disposition, 

33.1(1 1)(a) 

ee defined, 33.1(1) 

¢ income/loss from 

¢¢ computation of, 33.1(4) 

*¢ eligible deposit deductible only from, 

33.1(8) 

ee excluded from income, 33.1(3) 

eee exception, 33.1(9) 

e eo restriction, 3371(5); CL 190e} 

¢ information return, 33.1(12) 

¢ loss from, not included in non-capital loss, 
33.1(11)(b) 

International development assistance 

programs 

¢ employee under, no overseas employment tax 
credit, 122.3(1)(a) 

* person working on deemed resident in 
Canada, 250(1)(d) 


¢ prescribed, Reg. 3400 

International Finance Corporation 

¢ bonds of, eligible for RRSP investment, Reg. 
4900(1)()a. 1) 

International organization 

* employment income from 

ee deduction, 110(1)(f)(Gii1) 

ee tax credit, 126(3) 

* interest paid to, withholding tax exemption, 
Reg. 806 

International shipping 

* aircraft used in 

ee lease payments exempt from withholding 

tax, 212(1)(d)(x1) 

* assets not subject to capital tax, 181.4(d) 

* corporation, residence of, 250(6) 

* non-resident’s income from, exempt, 81(1)(c) 


International sport federation, eligibility 
requirements of, see Amateur athlete trust 


International tax 
* conventions, see Tax treaty 


¢ dividends received from foreign corporations, 
90, 113 


¢ foreign accrual property income, 91, 95 


¢ foreign tax credit, 126, see also Foreign tax 
credit 


* treaties, see Tax treaty 

¢ United States, rules re, see United States 

¢ withholding tax, 212, see also Withholding 
tax +4 

International traffic 


* capital tax on ships and aircraft, Canada—U.S. 
Tax Convention Art. XXIII:3 


* defined, 248(1), Canada-U.S. Tax 
Convention Art. III: 1(h) 


* employee employed in, Canada—U.S. Tax 
Convention Art. XV:3 


¢ profits from, Canada—U.S. Tax Convention 
Art. VUI 


¢ ship or aircraft operated by non-resident in 

*e¢ capital gains on, 115(1)(b)Gi)(B) 

ee deduction from taxable capital for large 

corporations tax, 181.4(d)(i) 

** income of non-resident exempt, 81(1)(c) 

¢e¢ residence of shipping corporation, 250(6) 

Interpretation, 248-260 

* definitions, 248(1) 

¢ Income Tax Conventions Interpretation Act, 
see Table of Contents 

¢ Interpretation Act, see Table of Contents 


Interpretation services 

* sign language, medical expense credit, 
118.2(2)(1.4) 

Inventory 

¢ adjustment 

ee amalgamation, on, 87(2)(.1) 

ee deduction from income, 20(1)(ii) 

ee inclusion in income, 12(1)(r) 

¢ adventure in the nature of trade, 10(1.01) — 

ee superfical loss rule, 18(14)-(16) 

¢ allowance, repealed [was 20(1)(gg)] 

¢ amalgamation, on, 87(2)(b)’ | 

* artistic endeavour, of, 10(6)—(8) 

¢ audit of, 231.1(1)(b) 


4 Cost OL 
** non-deductible expenses included. in, 
10(1.1) 


¢ defined, 248(1) 
*¢ specified debt obligation and mark-to- 
market property excluded, 142.6(3) 


¢ “eligible property” for transfer to corporation 
by shareholder, 85(1.1)(f) 


* examination of property in, 231.1 

* exploration and development shares, 66.3(1) 

* farming business, of, see Farming: inventory 

¢ financial institutions, see Mark-to-market 
property 

* manner of keeping; Reg. 1800 
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Inventory (cont’d) 

¢ mark-to-market rules, see Mark-to-market 
property 

* reserve on sale of, 20(1)(n), 20(8) 


** where property repossessed by creditor, 
79.1(4) 


¢ sale of 
ee after ceasing to carry on business, 23(1) 
ee included in income, 9(1) 


** repossession by vendor in same taxation 
year, 79.1(5) 


¢ share held as, stop-loss rules on disposition, 
112(4)-(4.2) 

* transfer to corporation, 85(1)(c.1), (e.3) 

¢ valuation of, 10, Reg. 1801 

ee apy tant in the nature of trade, 10(1.01), 
change in control of corporation, 
10(10) 

** consistency required, 10(2.1) 

e* farming business, 28(1.2), (1.3), Reg. 1802 

ee incorrect, 10(3) 

ee shares, 112(4.1) 

¢ writedown, 10(1) 

ee ane in the nature of trade, nue Os 
change in control of corporation, 
10(10) 

ee of loan, denied, 18(1)(s) 

ee superficial loss rule, 18(14)-(16) 

Investment 

* activity, see Investment activity 

¢ business, see Investment business 

* counselling, see Investment counselling fees 

e income, see Investment income 

¢ offshore, see Offshore investment fund 

¢ qualified, see Qualified investment 

¢ registered, tax re, 204.4—204.7 

° tax shelter, see Tax shelter: investment 

Investment activity (re foreign property pun 

e defined, 206(1) 


Investment advice, see Investment counselling 
fees 


Investment allowance 


¢ defined 
ee for large corporations tax , 181.2(4), 
181.3(4) 


°° for Part XIV branch tax, 219(1)(h) (to be 
repealed), 219(1)(Q) (draft), Reg. 808 

Investment business, see also Specified 

investment business 

¢ of foreign affiliate 

ee defined, 95(1) 

** excluded from active business, 
95(1)‘active business” (a) 

e¢ — start-up rule, 95(2)(k)(1) 

¢ re foreign property rules, see Investment 

activity 


Investment club 

* tax treatment, Information Circular 73-13 (no 
ITA provision) 

Investment contract, see also Debt sutigation 

° anniversary day 

e+ accrued interest, 12(4) 

ee defined, 12(11) 

¢ defined, 12(11) 

Investment contract corporation, prescribed, 

Reg. 6703 

¢ exempt from Part IV tax, 186.1(b) 


Investment corporation, 130 

* deduction from tax, 130(1) 

¢ defined, 130(3)(a), 248(1) 

¢ election not to be restricted financial 
institution, 131(10) 

* election re capital gains dividend, Reg. 2104 


* flow-through entity for capital gains 
exemption, 39.1(1), (6) 


e information return where share claimed to be 
qualified investment, Reg. 221 


* mortgage, see Mortgage investment 
corporation 


* non-resident-owned, see Non-resident-owned 
investment corporation 


* not subject to mark-to-market rules, 
142.2(1)“financial institution” (c)(i) 


¢ shares in, foreign property, 206(1)“foreign 
property” (e) 

* special tax rate, 130 

¢ taxed capital gains, 130(3)(a) 

e that is not mutual fund corporation, 130(2) 


Investment counselling fees 

¢ deductible, 20(1)(bb) 

¢ for RRSP or RRIF, non-deductible, 18(1)(u) 

Investment dealer, see also Financial 

institution; Registered securities dealer 

¢ defined, 142.2(1) 

¢ subject to mark-to-market rules, 
142.2(1)financial institution” 

Investment expense, defined, 110.6(1) 

Investment income, 

from 

* aggregate, see Aggregate investment income 

* associated corporation, from, 129(6) 

* Canadian, defined, 129(4) 

¢ defined, 110.6(1) 

¢ foreign, defined, 129(4) 

* information returns, Reg. 201 

¢ life insurer’s, tax on, 211—211.6 

e refundable tax on, 123.3 


Investment interest 


* ina business, ITAR 23(5)“investment 
interest” “1971 receivables” 


see also Property: income 


Investment loss 
* business, see Business investment loss 
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Investment property 

¢. defined ) 

*¢ foreign affiliate, 95(1) 

e** insurer, Reg. 2400(1) [draft], Reg.2405(3) 

[to be repealed] 

Investment shortfall 

¢ for labour-sponsored venture capital 
corporation, 204.82(2.1), (2.2) 

Investment tax credit, 127(5)—(26) 

¢ addition to, 127(10.1) 

¢ amalgamation, on, 87(2)(00) 

¢ annual limit, defined, 127(9) 

* assistance or government assistance, effect of, 
127(18)-(21) 

** continuation of File cGANSOD B12 KG9) 

* associated corporations, 127(10.3) | . 

ee failure to file agreement, 127(10.4) 

¢ available-for-use rule, 127(11.2), GEE 

* certified property 

ee ascertainment of, 127(10)(a), (b) 

ee “prescribed areas, Reg. 4602 

* cooperative corporation, 127(6) 

° ic bale from Part I.1 surtax, 180.1(1.2), 
Oh. 

« “defined, 1279), (LV Decl 2j(122) 

¢ definitions, 127(9) 


e depreciable property acquired before change 
of control, 13(24), (25) 


* expenditure limit, determination of, 
127(10.2), (10.6) 


¢ farmers or fishermen, 119(9), (10) 


¢ filing deadline, 37(11), 127(9)* investment tax 
credit’(m) 


e included in income, 12(1)(t) 

ee year of death, 70(1)(b) 

¢ limited partner, of, 127(8.1) 

* non-arm’s length transactions, 
127(11.6)-(11.8), (24) 

* overpayment of tax as consequence of, 
164(5), (5.1) 

* parent’s, after subsidiary wound. up, : 
88(1)(e.3) 

¢ partnership, allocation to partners, 127(8) © 

¢¢  non-limited partners, 127(8.3) 

¢ qualified property, Reg. 4600 

defined, 127(9), (11) 

* reassessment, 152(6)(d) 

¢ refundable, 127.1 

defined, 127.1(2) 

¢* depreciable property acquired before 

change of control, 13(24), (25) 

* renunciation of, by general partner, 127(8.4) 

* repayment of assistance, 127(9)“investment 
tax credit’(e.1), 127(10.7) 

* scientific research, 127(9)“qualified 
expenditure” 127(11.1), Reg.. 2900-2903 

¢ small business, 127(9)"qualified small- 
business property” [repealed], 
127(9)“specified percentage’’(1) 


* specified percentage, 127(9) 

* “tax otherwise payable” defined, 127(17).. 

¢ trusts, allocation to beneficiaries, 127(7).. 

ee reduces cumulative Canadian exploration - 

expense, 127(12.3) 

* unpaid amounts, 127(26) 

where control of corporation acquired, 

1279.1),.(9.2) 

¢ windup of corporation, flow-through to 
parent, 88(1)(e.3) 

Investment trust, see Mutual fund trust 


Investor (re Canadian film/video tax. credit) 
¢ defined, 125.4(1) : 
Involuntary dispositions 

* resource property, 59.1 . 
Ireland; see also Foreign government _ 

* stock exchange recognized, Reg. 3201(p) 
Iron 


* processing ore, whether sink Aree or 
processing, 125. 1(3)“manufacturing or , 
processing” Reg. 5203 


¢ production of 

ee royalties not deductible, 18(1)(m)(v)(D) 
e* royalties taxable, 12(1)(o)(v)(D) 

Iron lung, as medical expense, | 18.2(2)(i) 
Israel Bonds. 


¢ eligible for RRSPs and RRIBs, Reg. 
4900(1)(0) 


Italy, see also Foreign government 
e stock exchange recognized, Reg. 3201(f) 


J 
JEC, see Joint exploration corporation 
Jail, see Offences . 


Japan, see also Foreign government 
¢ stock exchange recognized, Reg. 3201(g) 


Jeopardy assessment 
¢ re collection restrictions, 225.2(2) 
¢ refund not to be paid, 164(1.2) 


Jetty, capital cost allowance for, Reg. Sch. 
IL:Ch. 1(€), Sch. HCl. 3 


Jewellery, see Listed personal property 
Jig, capital cost allowance, Reg. Sch..II:Cl. 
12(d) 


Job retraining 


¢ reimbursed tuition fees, no credit bea ry 
included in income, 118. 5(1)(a)(ii) 


* unemployment insurance/employment 
insurance benefit, not included in income, 
56(1)(a)(iv) . 

Joint and several liability, see Liability for tax: 

joint and several 

Joint election, see also Election(s) 

¢ defined, for small business. development 
bond, 15.1(3) WON 

Joint exploration corporation 

* agreed portion, defined, 66(15) 
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Joint exploration corporation (cont'd) 
¢ defined, 66(15); ITAR 29(8) 


* renunciation of resource-related expenses, 
ITAR 29(6), (7) 


ee election re, 66(10)—(10.4) 

** excessive, penalty for, 163(2.2) 

eee rules, 66(10.4) 

¢ share, adjusted cost base, 53(2)(f-1) 

¢ shareholder corporation, defined, 66(15) 
Judge, see also Court 

* application to, re seized documents, 232(4), 


* bribery of, non-deductible, 67.5 


¢ defined . 
** for jeopardy assessment and collection, 
225.2(1) 


ee for search and seizure, 231 


* income from professional practice, 24.1 
[repealed] 


¢ issue of search warrant, 231.3(1)-(4) 

* pension plan, Reg. 8309 . 

* powers in jeopardy proceedings, 223(11), 
(12) 

* review of requirement to provide foreign- 
based information, 231.6(5) 


¢ RRSP contribution room, Reg. 8309(2) 


Judicial notice 

¢ regulations, etc., 244(12) 
Jurisdiction 

e territorial, 244(3). 
Juror’s fees 

e taxable, 3 (per IT-377R) 
Jury duty, see Juror’s fees 


K 


Kaolin 

° extraction of, 248(1)“mineral resource’’(d)(ii) 
© included in definition of “mineral”, 248(1) 
Kickbacks, see Illegal payments 

Kidney machine, medical expense, 118.2(2)() 
Kilns 

* capital cost allowance for, Reg. Sch. IL:Cl. 8 
Kilometres driven, allowance for, Reg. 7306 
Kitchen utensils 

* capital cost allowance for, Reg. Sch. II:Cl. 


12(c) 
c 


LCGE (Lifetime capital gains exemption), see 
Capital gains deduction 


LCT, see Large corporations tax (Part 1.3) 
LIF, see Life income fund 

LLC, see Limited liability company (U.S.) 
LPP, see Listed personal property 


LSVCC, see Labour-sponsored venture capital 
corporation (LSVCC) 


Laboratory services, as medical expense, 

118.2(2)(0) ) 

Labour Adjustment Benefits Act 

¢ benefits under 

ee income, 56(1)(a)(vi), Reg. 5502(a) 

ee withholding of tax at source, 153(1)(m), 

Reg. 5502(a) 

* repayment of overpayment under, deduction 
for, 60(n) 

Labour expenditure (re Canadian film/video 

tax credit) 

¢ defined, 125.4(1) 

e qualified, see Qualified labour expenditure (re 
Canadian film/video tax credit) 

Labour organization, exemption, 149(1)(k) 

Labour-sponsored funds tax credit 

* acquisition of share by RRSP, 
127.4(1)“qualifying trust” 127.4(3), Reg: 
6706(2)(c) 

* computation of, 127.4(3), (4) 

* cooling-off period, three years, 127.4(3) 

¢ deduction of, 127.4(2) 

¢ defined, 127.4(1), (6), 204.8 

* provincial, does not reduce ACB of 
investment, 53(2)(k)(i)(C) 

* recovery of 

¢¢ disposition of share, 211.8 

*e national LSVCC, Reg. 6706 

¢* provincial LSVCC, 241-4 

Labour-sponsored venture capital corporation 

(LSVCC), see also Labour-sponsored funds tax 

credit 

* amalgamation or merger of, 204.85 

* deemed to be mutual fund corporation, 
131(8) 

e dissolution of, 204.85 

¢ prescribed, Reg. 6701 

«+ deemed not a public corporation unless 

listed, 89(1)“public corporation’’(b), (c) 
ee disposition of shares, capital loss, 40(2)(), 
*e exempt from Part IV tax, 186.1(b) 


e* income eligible for dividend refund, 
125(7)“specified investment business” 

¢¢ prescribed assistance, Reg. 6702 

ee shares of 

00% prescribed assistance, deduction from 

cost base, 53(2)(k)()(C) 

¢ provincial, tax on, 204.82(5) 

¢ registered, 204.8-204.87 

** deemed to be prescribed LSVCC, Reg. 
6701(c) 

ee defined, 248(1) 

¢ disposition of, clawback, 211.8 

** eligible investment, 204.8 


¢* refund of tax where no monthly 
deficiency, 204.83 


ee registration conditions, 204.81(1) 
*¢ return and payment of tax, 204.86 
** revocation of registration, 204.81(6)—-(9) 
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Labour-sponsored venture capital corporation 


(LSVCC) (cont’d) 
ee shares of 


eters acquisition by RRSP, 
127.4(1)“qualifying trust” 127. 4(3) 

eels adjusted cost base not reduced by 
meer 53(2)(k)(i)(C) 

eee credit for purchase, 127.4 

Sues redemption restrictions, 
204.81(1)(c)(vii) 

eee transfer restrictions, 204.81(1)(c)(vii) 


*¢ tax where insufficient eligible investments, 
204.82 


¢ rules re, 131(11) 

Labrador 

¢ deduction for individuals residing in, Reg. 
7303.10) 

Land 

* adjusted cost base, additions to, 53(1)(h), (i) 


* allocation of proceeds of disposition between 
land and buildings, 13(21.1), 70(5)(d) 


* clearing, levelling, draining, 30 
* costs relating to ownership of 
ee limitation on deductibility, 18(3.1)-(3.7) 
* defined, re restrictions on deductibility, 18(3) 
¢ drainage system, deduction, 30 
* interest on debt relating to acquisition of 
ee . defined, 18(3) 
*¢ limitation on deductibility, 18(2) 
* inventory 
*¢ cost to include non-deductible expenses, 
10(1.1) 
* deceased taxpayer’s, 7005. 2) 
meaning of, 18(3) 
not depreciable, Reg. 1102(2) 
rent paid before acquisition, deemed 
depreciable property, 13(5.2)(c) 
tillage of soil, 248(1)“farming” 
unproductive 
¢ — limitation on deductibility of expenses, 
18(2) 
* used in farming business, 
ee disposition of 
loss, added to cost base, 111(6) 
¢¢ transferred to child on death, 70(9) 
¢ used in farming business of partnership 
ee disposition of, 101 
Land drainage system, deduction, 30 
Land registry 
¢ lien on property for various debts owing, 
223(5)—(11) 
Landfill gas 
* defined, Reg. 1104(13) 
Landscaping grounds 
¢ deductible expense, 20(1)(aa) 
Lapse-supported policy 


* defined, Reg. 1404(2) [to be repealed], 
1408(1) 


see also Farm land 


Large corporation 

* appeal by, only on grounds raised in 
objection, 169(2.1) 

* capital tax on, see Large corporations tax 
(Part 1.3) 

¢ defined, 225.1(8) 

* notice of objection, requirements, 
165(1.11)-(1.14) 

* R&D jacelunent tax credits limited, 
127(10. 

° ors to remit '/2 of taxes in dispute, 
164(1.1)(d)(i), 225.1(7) 

* required to remit source withholdings through 
financial institution, 153(1), Reg. 110 

¢ small business deduction limited, 125(5.1) 


Large corporations tax (Part 1.3), 181-181.9 

* capital, 181.2(3) 

ee financial institutions, 181.3(3) 

* capital deduction, 181.5(1) 

¢¢ related corporations, 181.5(2)—(6) 

* certain corporations exempted, 181.1(3) 

¢ deductible in computing branch tax liability, 
219(1)(h)() 

e deduction re, 125.3 

¢ determining values and amounts, 181(3) 

¢ financial institutions, 181.3 

ee defined, 181(1) 

¢ instalments, 157(1), (2) 

* investment allowance, 181.2(4) 

ee financial institutions, 181.3(4) 

¢ limitation re inclusions and deductions, 
181(4) 

¢ long-term debt, defined, 181(1) 

* mutual fund reorganization, effect on taxation 
year, 132.2(1)(0)(ii) 

* partnership interests, value of, 181.2(5) 

¢ payment of tax, 181.7 

* reserves, defined, 181(1) 

e return, 181.6 

* short taxation year, 181.1(2) 

* tax payable, 181.1(1) 

* taxable capital, 181.2(2) 

ee financial institutions, 181.3(2) 

* taxable capital employed in Canada, 181.2(1) 

¢¢ financial institutions, 181.3(1) 

*¢ non-resident corporation, 181.4 

Large employer 

* required to remit source withholdings through 
financial institution, 153(1), Reg. 110 

Laryngeal speaking aid, as medical expense, 

118.2(2)(i) 

Laser-disk 

* capital cost allowance, Reg. Sch. II:Cl. 12(r) 


Last, capital cost allowance, Reg. Sch. II:Cl. 
12(d) 


Late-filed elections or documents 
* detail on notice of objection, 165(1.12) 
* generally, 220(3.2), Reg. 600 
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Late-filed elections or documents (cont’d) 
e resource taxation, 66(12.74)—(12.75) 


¢ s. 85 rollover, 85(7)-(8) 

* to trigger capital gain before corporation goes 
public, 48.1(3) 

Late-filed return 

° penalty, 162(1), 235 

Law Society 

¢ membership fees, deductible to employee, 
8(1)@)G) 

Lawyer 


* appointed a judge, deferral of income, 24.1 
[repealed] 


¢ books and records required to be kept, 
230(2.1) 

e defined, 232(1), 248(1) 

* incorporated, see Professional corporation 

* income of, see Professional practice 

* solicitor-client privilege, 232 

Lead performer (for Canadian film/video tax 

credit) 

¢ defined, Reg. 1106(5)(a) 

Lead voice (for Canadian film/video tax 

credit) 

¢ defined, Reg. 1106(5)(b) 

Lease 

¢ financing, see Direct financing lease 

* option to purchase, see Option 

a cancellation payment, 13(5.5), 20(1)(Z), 

(z.1) . 

* amalgamation, on, 87(2)(.5) 

¢ limitation on deductibility, 18(1)(q) 

Lease inducement payments 

¢ taxable as income, 12(1)(x) 

Lease-leaseback arrangement 

¢ rental payments included in cost for CCA, 
13(5.4) 

Lease obligation 

e defined, for FAPI rules, 95(1) 

* income of foreign affiliate from, 95(2)(a.3) 

Leasehold interest, see also Interest (in 

property, etc.) 

* capital cost allowance, Reg. 1100(1)(b), 
1102(4)-(6), Reg. Sch. II:Cl. 13, Reg. Sch. 
Il 

¢ deemed disposition of, 13(5.1) 

* Expo ’67 or ’86, Reg. Sch. IL:Cl. 23 

* property acquired, rules, 13(5.1) 

* separate classes, Reg. 1101(5h) 

Leasing costs 

* non-resident withholding tax, 212(1)(d) 

* passenger vehicle 

** limitation on deductibility, 67.3 

where more than one lessor, 67.4 


Leasing properties 
* amalgamations, 16.1(4) 
* assignments, 16.1(2), (3) 


* capital cost allowance, Reg. 1100(15)—(20), 
1101(5c) 


¢ defined, Reg. 1100(17)-(20) 

** non-arm’s length exception, Reg. 1102(20) 

* minimum tax, 127.52(1)(b), (c.2)(1), 
127.52(3)“rental or leasing property” 

¢ replacement property, 16.1(5)-(7) 

e« rules re, 16.1 

¢ rules where election filed, 16.1(1)—-(4) 

¢ subleases, 16.1(2), (3) 

e windings-up, 16.1(4) 

Leaving Canada, see Ceasing to be resident in 

Canada 

Legal costs, see also Court: costs 


¢ collecting or establishing right to pension 
benefit 


e* deduction for, 60(0.1) 
e* reimbursement of, taxable, 56(1)(1.1) 


¢ collecting or establishing right to retiring 
allowance or severance pay 

e¢ deduction for, 60(0.1) 

ee reimbursement of, taxable, 56(1)(1.1) 

* collecting or establishing right to wages 

ee deduction for, 8(1)(b) 

ee reimbursement of, taxable, 6(1)() 

« conducting appeal, of, 60(0) 

¢ deductible, 8(1)(b), 60(0), (0.1), 62(3)(f), 
118.2(2)0.1)@) 

e income when awarded or reimbursed, 6(1)Q), 
56(1)(1), d.1) 

* moving expenses, 62(3)(f) 

¢ objecting to assessment, 60(0) 

* objecting to determination, 152(1.2) 

* purchase of new home, 62(3)(f) 

* relating to organ or bone marrow transplant, 
118.2(2)0.1)@) 

* seizure of chattels, 225(2), (4) 

Legal representative 

* appropriation of property by, 159(2.1) 

¢ clearance certificate, 159(2) 

e defined, 248(1) 

¢ liability for taxpayer’s obligations, 159(1), (3) 

¢ obligations of, 159(1) 

Legal representative of deceased taxpayer 

* application to Minister re vesting of 
properties, 70(5.2), (6), (9), (9.2) 

¢ election re amounts receivable, 70(2) 

ee revocation of, 70(4) 

* election re losses, 164(6) 

** reassessment, 152(6) 

* election re payment of tax in instalments, 
159(5)-(7) 

* election re reserves, 72(2) 

¢ information return, Reg. 206 

* return of income, when due, 70(7) 

Legislation 

¢ amendment of, see Amendment 

* citation of, Interpretation Act s. 40 
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Lees (cont'd) 
deemed remedial, Interpretation Act s. 12 


¢ definitions, effect of, Interpretation Act's. 15 
¢ headings or titles, Interpretation Act s. 14 


¢ in-force date, see Amendments: when in 
force 


¢ interpretation of, [Interpretation Act 

¢ marginal notes, Interpretation Act s. 14 

¢ repeal of, Interpretation Act s. 43-45 

¢ titles of sections, see Marginal notes 

Legislative assembly (or Legislature) 

¢ defined, Interpretation Act s. 35(1) 

¢ member of, expense allowance exempt, 81(2) 

Lending asset, see also Specified debt 

obligation 

* cost amount of, 248(1)“cost amount’’(d.1) 

¢ defined, 248(1) 

emit for PAPI purposes, 95(1)“lending of 

money” closing words 

Lending of money, see also Loan 

e defined, for FAPI rules, 95(1) 

Level-yield method (for allocation return 

from specified debt obligation) 

¢ defined, Reg. 9102(2) 

Liabilities 

e determination of, for debt forgiveness 
reserve, 61.3(1)(b)C(ii) 

Liability for tax 


¢ failure to withhold tax on payment to non- 
resident, 215(6) 


¢ general, 2 


° income from property aha ened at. non- 
arm’s length, on, 160(1)—(3) 


* joint and seyeral 
ee assessment of, 160.1(3) — 


ee charitable organization and charitable 
foundation, 188(4) 


e¢ charity revocation tax, 188(2) 


e¢ debt forgiveness reserve, asset transfer, 
160.4 


ee debtor and transferee following transfer of 
forgiven amount, 80.04(11) 


¢¢ directors and corporation, source 
withholdings and other amount, 227.1 

** excessive election.re capital dividend. or 
capital gains dividend, 185(4) 

*¢ GST credit overpayment, 160.1(1.1) 

*¢ legal representative and taxpayer, 159(1) 

*¢ non-resident trust.and Canadian resident 
beneficiary, 94(2) 

e¢ Part III tax, 185(4), (6) 

*¢ payor and non-resident, withholding tax, 


227(8.1) 

*¢* person responsible for withholding taxes, 
227(5) 

*¢ property transferred not at arm’s length, 
160(1) 


** property transferred to use other 
taxpayer’s benefit, 160(1.1) 


ee RCA benefits received by another, 160.3 
ee RRIF, amounts received under, 160.2(2) 
ee RRSP, amounts received under, 160.2(1) 


ee secured creditor, for remittances, 
227(5.2)—(5.5) (draft) 


ee transferred Part VI.1 tax, 191. 3(1)(e) 


* ¢ trustee and person whose property is being 
managed, withholding, 153(1.3) [repealed], 
20H d)a idle) 

ee trustee in bankruptcy and bankrupt 
corporation, 128(1)(e) 

ee UI premium tax credit, 160.1(2.2) 

* non-resident corporation 

** carrying on business in Canada, 219 

* not affected by incorrect assessment, 152(3) 

e Part I, 2 

¢ Part I.1, 180.1(1) 

¢ Part 1.2, 180.2(2) 

¢ Part 1.3, 181.1d) 

e* Part Te82@) 

e Part II.1, 183.1(2) 

¢ Part III, 184 

¢ Part IV, 186(1) 

© “Parr Vela orc, 21 Ora) 

¢ Part V, 188 

€ Pate v bo Os CL et vel cree) 

e Part VET IST IG) 

e Part VII, 192 

e Part VIII, 194(1) 

e Part TX, 196(1) 

e Part.X, 198(1);,@), 499(1),.201 

¢ Part X.1, 204.1. 

¢ Part X.2,.204.6 

¢ Part X.3, 204.82(1)-(3) 

e Part X.4 tax, 204.91 

e Part X.5 tax, 204.94(2) 

e Part XI, 206(2) 

© Part:XE 4) 207.1 

¢ Part XI.2, 207.3 

¢ Part XI.3, 207.7(1) 

e Part XII, 208 

¢ Part XII.1, 209(2) 

¢ Part XII.2, 210.2(1), (1.1) 

¢ Part XII.3, 211.11) 

¢ Part XIL4, 211.6(1) 

° Part XII.5, 211.8(1) 

¢ Part XIIL-6, 211.91(1) 

e Part XIII, 212 

e Part XIV, 219 

° transfer of property to spouse or minor, 

160(3) 

© trustee,.ctc., 159 

Library books 

* capital cost allowance, Reg. Sch. If:Cl. 12(a) 

Licence 


® capital cost allowance, Reg. 1100(1)(c), Reg. 
schiIiCl544 


2810 


Licence (cont’d) th ahh 

* representation expense, 13(12), 20(1 )(cec), 
20(9) 

Licensed annuities provider 

* defined, 147(1), 248(1) 


* RRIF-eligible investments, 146.3(1) “qualified 
investment’(b.1), (b.2) 


¢ RRSP-eligible investments, 146(1)“qualified 
investment ’(c)—(c.2) . 
Licensing of property 
e defined, for FAPI rules, 95(1) 
Lieutenant governor ei. i 
¢ defined, Interpretation Act 35(1) 
* pension plan, Reg. 8309 
¢ RRSP. contribution room, Reg. 8309(1) 
Life equity limit, defined, Reg. 2405(3) 
Life estate in real property 
e defined, 43.1(1) 
¢ effect of retaining, 43.1(1) 
* ‘termination of, 43.1(2), 53(1)(0) 
Life income fund, see Registered retirement 
income fund | 
Life insurance, see also Life insurance 
corporation; Life insurance policy 
¢ business, defined, 248(1) 
¢ definitions, 148(9) 
¢ group plan, whether premiums an 
employment benefit, 6(1)(a)(i), 6(4) — 
¢ net cost of pure insurance, Reg. 308 
* policy, see Life insurance policy 
* policy loan, see Policy loan (life insurance) 
* policyholder 
¢¢ “adjusted cost basis” of policy, 
148(9)‘adjusted cost basis” 
ee “child” of, 148(9) 
ee deemed dispositions, 148(2) 
ee disposition of interest at non-arm’s length, 
148(7), (8) | 
e* disposition of part of interest, 148(4) 
° * © income from disposition of interest in 
policy, 148(1), (4) 
* premiums, see Premium 
* proceeds received as annuity, 148(6) 
¢ “relevant authority” defined, 148(9) 
* rules re certain policies, 148(3) 
Life insurance capital dividend, see also 
Capital dividend account tft 
¢ brought into capital dividend account, 
89(1)“capital dividend account”(e) 
e defined, 248(1) 
Life insurance corporation, see also Insurance 
corporation 
* accumulated 1968 deficit, defined, 138(12) 
¢ building under construction etc., amount 
included in income re, 138(4.4)-(4.6), Reg. 
2410 sf 
* capital gain on pre-1969 property, 138(11.2) 
* capital tax, 190.1(1), 190.101.1) 


¢ change in use rules, 138(11,3), (11.4), 
(11.41), (11.6); ITAR 26(17.1) 

* computation of income, 138(1)-(6) 

deductions, 138(3), Reg. 1401 
Part XI1.3 tax, 138(3)(g) 

deemed a public corporation, 141 

defined, 248(1) 

¢ definitions, 138(12) 

* depreciation deemed to have been allowed to, 
13(23) 

e dividends from taxable corporations, 138(6) 

¢ foreign taxes not deductible, 1386.1), (8) 

* identical properties of, 138(11.1) 

¢ information returns, Reg. 217 

* maximum tax actuarial reserve, 138(12) 


¢ 1975-76 excess policy dividend deduction, 
138(3.1) 


* non-capital loss of, 111(7.2) 

e non-resident, 219(4)-(8), Reg. 2401 
e* branch tax elections, Reg. 2403 
life equity limit, Reg. 2405 

life surplus factor, Reg. 2405 


° provincial, conversion to mutual corporation, 
139 


* real property, vacant or under development, 
amount included in income fe, 
138(4.4)-(4.6), Reg. 2410 


¢ “relevant authority” defined, 138(12) 

* reserves, Reg. 1401-1404 

¢ rules applicable to, 138 

° segregated funds of, 138.1, Reg. 6100 

* tax on investment income, 211—211.6 

ee Canadian life investment income, 211.1(3) 
°° interest on overdue tax, 211.5 

e* payment of tax, 211.4, 211.5 

ee rate of tax, 211.1(1) 

ee return, 211.2 


e* taxable Canadian life investment income, 
211.1(2) 


* taxable income of, 138(7) 

Life insurance policy, see also Annuity 
contract 

* accrued income, 12.2 


ee amounts included in income on 
anniversary, 12.2(1) 
anniversary day, defined, 12.2(11) 
deduction for over-accrual, 20(20) 
acquisition costs of, Reg. 1404(2) 
“adjusted cost basis” of, to policyholder, 
148(9) 
anniversary day, defined, 12.2(11) 
annuity, proceeds received as, 148(6) 
corporation beneficiary under, where, 89(2) 
deemed disposition of, 148(2) 
defined, 12.2(10), 138(4.01), 138(12), 211(1), 
248(1), Reg. 1404(2), 14081) 
¢ disposition by non-resident 
°° certificate, 116(5.2) 
** presumption, 116(5.4) 


e e e ® 
e 


e e e e e 
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Life insurance policy (cont’d) — 

ee purchaser liable for tax, 116(5.3) 

ee rules, 116(5.1) 

¢ disposition of 

** amount included in income, 148(1.1) 

ee deduction, 20(20) 

ee defined, 148(9)“disposition” 

**  no,capital gain, 39(1)(a)(iii) 

a Te capital loss, 39(1)(b) (ii) 

*¢. -non-arm’s length, 148(7), (8) 

ee .policyholder’s income, 148(1), (4). 

e¢ proceeds of 

i defined, 148(9)“proceeds of the 

disposition” 

eee income, 56(1)(j) 

e dividends, 148(2) 

* enhanced capital gains deduction, effect on, 
110.6(15) 

* exempt policy, Reg. 306 

ee defined, 12.2(11) 

* group term, defined, 248(1) 

¢ in Canada, defined, 138(12), 211(1), 248(1), 
Reg. 1408(1) 

* income from, 148 

interest in 
¢ amount to be included, 12.2(1) 
¢ owned under deferred profit sharing plan, 
198(6)-(8) 

ee “value” defined, 148(9)“value” 

¢ life annuity contract, 148(10) 

¢ loan, see Policy loan (life insurance) 

¢ mortality gains and losses, Reg. 308 

* net cost of pure insurance, Reg. 308 

* participating, defined, 138(12) 

* premium, see Premium 

* “prescribed increase” in benefit on death 
under, Reg. 309(2) 

¢ prescribed premium, rules, Reg. 309 


° proceste of the disposition of, Cetee. 
148(9) 

* retirement compensation arrangement funded 
by, 207.6(2) 

e riders, 12.2(10) 

* segregated fund, 138.1, Reg..6100 

ee defined, 138(12) 

e “tax anniversary date” defined, 148(9) 

¢ third anniversary amounts, defined; 
12.2(11)“anniversary day” 

* transfer to spouse, 148(8) 

** breakdown of marriage, on, 148(8:1) 

ee death, on, 148(8.2) 


Life insurer, see Life insurance corporation 


Life interest, see Life estate in real property 
Life surplus factor, defined, Reg. 2405(3) 
Lifetime retirement benefits 

¢ defined, Reg. 8500(1) 

Lift, power-operated (for wheelchair etc.) 
¢ medical expense, Reg. '5700(m) 


Lift truck, industrial 

* capital cost allowance, Reg. Sch. I:Cl. 29, 
Sch. II:Cl. 40 

Little Egypt bump 

* prevention of, 98(5)(d) écépealed) 


Limitation of benefits rule, Canada-U. ST ax -* 
Convention Art. XXIX A 


Limitation periods, see also Filing deadlines; | 
Reassessment; Statute-barred debt, deemed 
settled 


* prosecution for offences, 244(4) 
Limited-dividend housing company, 
exemption, 149(1)(n) 

Limited liability company (US.) 

* treated as corporation, 248(1)“corporation”’ 

¢ treated as foreign affiliate, Reg» 5907(b1.2)(b) 
Limited partner, see also Limited partnership; 
Specified member (of partnership) 

¢ at-risk rules, 96(2:1)—(2.7) 


¢ deemed capital gain on negative adjusted cost 
base, 40(3.1)(a) 


¢ defined, 96(2.4) 
** for investment tax credit, 127(8.5) 
e¢ for minimum tax purposes, 127.52(3) 


ee for partnership interest negative ACB, 
40(3.14) 


ee for tax shelter investments, 143.2(1)_ 
* investment, tax credit, 127(8.1) 


¢ limit on cost of investment, 143.2(1)“tax 
shelter investment’(b), 143.2(6) 


* minimum tax, 127.52(1)(c.1) 

* research and development losses, 96(1)(g) 

* resource expenses, 66.8 

Limited partnership, see also Limited fee 

Partnership; Tax shelter: investment 

¢ losses, see Limited partnership losses 

¢ mutual fund commissions financing, 18.1 

e qualified investment for RRSP etc., Reg. 
4900(1)(n) 

¢ service of documents on,'244(20)(b)(ii)(A) 

¢ small business investment, Reg. 5102° 

Limited partnership losses, 

partnership 

* adjusted cost base of partnership interest, 
reduction for, 53(2)(c)G.1)} 

* amalgamation, on, 87(2.1)(a), (b). 

¢ at-risk amount, 96(2.1) 

ee Bene transactions to increase, 96(2. 6), 

ee defined, 96(2.2) 

¢ carryforward of, 111(1)(e), 

ee non-residents, 111(10) 

¢ deductibihty, 96(2.1) 

ee imitation on, 111(3)(a) 

¢ defined, 96(2.1), 111(10), 248(1) 

° Eaybal cen of, by Minister, jie hy A Oy 2), 

* minimum tax, 1275211) 


see also Limited 
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Limited partnership losses (cont’d) * charity, by, 118.1(16) 
¢ order of deduction, 111(3)(b) * corporation to, to reduce income, 74.4(2) 
* partnership interest acquired by subsequent ** outstanding amount, 74.4(3) 
person, 96(2.3) * cost amount of; 248(1)“cost' amount’(d.1) 
* winding-up, on, 88(1.1) ¢ election to treat excess of dividend as, 
Limited-recourse amount 184(3.1)-(5) 
* defined, for tax shelter investments, 143.2(1),  * aKiGae by international banking centre, 
(7) 
Linefill * employee, to, included in income, 6(9), 
¢ in pipeline, no CCA, Reg. 1102(1)(k) eh 


¢ foreign affiliate’s income from, 95(2)(a.3) . 
: forgiveness of, see Debt forgiveness 

* capital cost allowance, Reg. Sch. II:Cl. 12(g) home purchase, see Home purchase 1oxn 
Liquidator, see also Legal representative interest-free or low-interest’ 

* certificate before distribution, 159(2) °©* to child, 74.1(2) 


¢ deemed to be legal representative, Pine, 80.4(1) «- | 
248(1)“legal representative” . O,CMpioyee, (1) 


¢ obligations of, 159 


Linen 


** to non-arm’s length person, 56(4.1) 
ee to non-resident, 17 


¢ return required by, 150(3) be, a 
+ withholding tax, liability for, 153(1.3) Dok eon aad (2.6) 
[repealed], (1.4) [repealed], 227(5), (5.1) o spouse, 74.1(1) 


* inventory write-down restricted, 18(1)(s) 
* minor, to, 74.1(2), 74.5(6)-C.1) 

ee for value, 74.5, (2) 

** repayment of, 74.1(3) 


List of amounts, see Dollar amounts in 
legislation and regulations 


List of taxes and tax rates, see Rates of tax 


Listed country * non-arm’s length person, to, 56(4.1)—(4.3) 


e ints fprnigh oes purposes, Reg. ee Berges repay existing indebtedness, 


Listed personal property, see also Att; * non-resident, to, by corporation, 17 
Personal-use property 
. * partner, by, to partnership 
e defined, 54 ; : 
¢* interest paid on money borrowed to make, 


¢ loss from 20(3.2) 
*¢ defined, 41(3) . * partnership interest, of, 96(1.8) 
** reassessment, 152(6)(b) = * personal services business, to 
ee rere only against LPP gains, 3(b)(i1), ¢* inclusion in income, 12(1)(w) 
* net gain from disposition, 41(2) : poe Pay oe ob OP43) 
3, ; mn * reduction in value of 
Listed securities, see Publicly-traded securities «> limitation on deduction re,, 18(1)(s) 
Litigation, costs of, see Court: costs ¢ related person, to, see non-arm’s length 
Liver extract, as medical expense, 118.2(2)(k) person (above) 
Livestock ¢ shareholder, by, to corporation 


** interest paid on money borrowed to make, 


¢ destruction of 20(3.1) 

PO of income from, 80.3(2) ¢ shareholder, to, by corporation, 15(2)-(2.6), 

eee exceptions, 80.3(6) 80.4(2) 

ee inclusion of deferred amount, 80.3(3) ** capacity test,’ 15(2.4)(e) 

eee amalgamation, on, 87(2)(tt) ** deemed benefit, 15(9) 

¢ exhibiting and raising, 248(1)“farming” ¢¢ — forgiveness of, 15(1.2) 

¢ sales of, in prescribed drought regions © ¢* interest paid on money borrowed to make, 

ee deferral of income, 80.3(4) 20(1)(c)(vi) 

eee exceptions, 80.3(6) ee non-residents, 15(2.2), (8), 227(6.1) 

ee inclusion of deferred amount, 80.3(5) ee persons connected with, 80.4(8) 

eee amalgamation, on, 87(2)(tt) ** repayment of, 20(1)Q) 

Living together, deemed spouses, 252(4) * spouse, to, 74.1(1) 

Loan, see also Borrowed money; Debt; Interest *¢ for value, 74.5(2) 

(monetary) e* repayment of, 74.1(3) 

* acquired in ordinary course of business of ¢ value, for, to non-arm’s length person, 
insurer or moneylender, 20(27) 56(4.2) 

* back-to-back, to spouse or minor, 74.5(6) * wholly-owned subsidiary, to, 17, 218 
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Loanbacks 

* property or money donated to charity, 
118.1(16) 

Lobbying, see Representation expenses , 


Local 

¢ of union, deemed same in ae as union, 
25250 

Locked-in annuity 

* held by RRIF, 146.3(1)‘qualified 
investment’’(b.2) 

Lodge, expense of, not deductible, 18(1)(1) 

Lodging, see Board and lodging 

Logging equipment, Reg. Sch. II:Cl. 10(0) 

Logging operations 

¢ income from, in the province, defined, 
127(2)“income for the year from logging 
operations in the province” 

Logging property 

* investment tax credit, 127(9)“qualified 
property’’(c) (iii) 

Logging tax 

° ancien from income tax, 127(1), Reg. Part 

e defined, 127(2) 

* provincial legislation imposing, Reg. 700(3) 

¢ rules applicable to, 127(1) 


“Long-term debt’ defined, 181(1), 190(1) 


Look-back rule (for flow-through shares) 
* interest charged as tax, 211.91(1) 
* renunciation permitted, 66(12.66)(a.1) 


Loss(es) 
* amalgamation, on, 87(2.1) 
* business or property, from, 9(2) 
* capital, see Capital loss 
* carryback 
* amended return, 152(6)(c) 
ee fobs on interest payable, 161(7), 164(5), 
* carryforward, see Carryforward 
carryover of, 111 
** corporation, by, 111(5)—(5.4) 
eee anti-avoidance provision, 111(5.5) 
w80 change in control of corporation, 
111(4) 
ee farming business, from, 111(1)(c), (d), 
111(6), (7) 
°¢ restricted, for corporation becoming or 
ceasing to be exempt, 149(10)(c) 
° Ka I of, by Minister, 152(1.1), (1.2), 
* disposition of debt in exchange for 
replacement obligation, 40(2)(e.2) 


¢ disposition of debt owing by related person, 
deemed nil, 40(2)(e.1) 


* disposition of share of, foreign affiliate, on, 
93(2)-(4) 
¢ farm, defined, 111(8) 


¢ farmer or fisherman, averaging income, 
119(8) 

¢ farming, see also Farm loss 

ee after land disposed of, 111(6) 


ee carryover of, 111(1)(d) 

ee deduction limited, 31 ; 

*¢ effect on cost base of land, 53(1)(i) 

¢¢ limitation on deductibility, 111(3), (6), (7) 

** partnership, of, 101, 111(7) 

ee ean on debt forgiveness, 80(3)(b), 
¢ 

ee penny farm loss, see Restricted farm 
OSs 

¢ foreign affiliate, of 

** deductible, Reg. 5903 

e¢ defined, Reg. 5907(1) 

¢ insurer’s, 138(2) 


international banking centre, from, 33.1(3), 

33.1(4) 

¢ limitations.on deductibility, 111(3), 
Stop-loss rules 

* net capital, see Net capital loss 

* non-capital, see Non-capital loss 

* office or employment, from, 5(2) 

¢ order of reduction, on settlement of debt, 
80(2) 

¢ place, from sources in, 4 

* reduction of, on property previously owned 
by trust, 107(6) ) 

* resource, see Reource loss 


* restrictions on deductibility, see Stop-loss 
rules 


¢ share that is capital property, on, 112(3), (4) 
source, from, 4 

¢ stop-los rules, see. Stop-loss rules 

* superficial 

*¢ business of lending money, 18(13), (15) 

*¢* capital property, 40(2)(g)(i), 54 

ee defined, 54 


see also 


* eligible capital property, 14(12), (13) 
* inventory held as adventure in nature of — 
trade, 18(14)-(16) 
terminal 
e¢ deduction for, 20(16) 
¢ no deduction re motor vehicle, 20(16.1) 


* transfer of, see Suspension of losses; Transfer 
of losses 


¢ windup, on, 88(1.1) 

Loss of income source, deduction for interest 
expense, 20.1 

Loss offset program, see Fuel tax rebate 


Lottery 

* capital gain or loss nil, 40(2)(f) 

* prize winnings, not taxed (no taxing 
provision) 

Lump-sum payment 

* averaging provisions, ITAR 40 

¢ defined, Reg. 103(6) 

¢ withholding of tax, Reg. 103(4) 
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Lump-sum premium 
¢ defined, Reg. 2700(1) 
Luxury vehicle, see Passenger vehicle: luxury 


M&P, see Manufacturing or processing: credit 
MIC, see Mortgage investment corporation 
MLA, see Member: legislative assembly 


MPP, see Member: legislative assembly, Money 
purchase. provision 


MURB, see Multiple-unit residential buildings 

Machine part, cutting or shaping 

* capital cost allowance, Reg. Sch. II:Cl. 124) 

Machinery and equipment 

* capital cost allowance for, Reg. Sch. Meer 3; 
SCH. oe 

Magazine advertising 

e limitation, 19 

Mail 

* notice of objection, 165(2) 

* presumption re mailing date, 244(14) 

* proof of service by, 244(5) 

¢ receipt of things mailed, 248(7) 

Maintenance, see Support payments (spousal or 

child) 

Maintenance costs © 

* automobile, see Automobile: operating costs 

* trust property, of, 105(2) 

Majority-interest group of partners 

¢ defined, 251.1(3) 

Majority interest partner 

¢ acquisition of control of corporation that is, 
13(24), 66(11.4) 

* capital loss denied on disposition to 
partnership, 40(3.3), (3.4), 97(3) 

e defined, 248(1) | 

Management fee 

¢ paid to non-resident, 212(1)(a) | 

ee defined, 212(4) 

Manitoba, see also Province 

* disclosure of Child Tax Benefit information 
to, Reg. 3003(b) 

¢ Jabour-sponsored venture capital corporation 
of 

** recovery of LSVCC credit, 211.7 

* Mineral Exploration Incentive Program Act, 
assistance under, Reg. 6202.1(5)excluded 
obligation” (a)(i) 

* northern, see Northern Canada 

* Rural Development Bonds, eligible for RRSP 
investment, Reg. 4900(1)G.1) 

* tax rates, see introductory pages 


Manufacturing or processing 


* assets, capital cost allowance, Reg. Sch. 
II:Cl. 43 


* business 

*« deemed capital cost of property acquired 
for, 13(10) 

ee new, in designated area 


eee capital cost allowance for property used 
in, Reg. Sch. If:Cl. 21 


¢ credit, 125.1, Reg. Part LI 

e defined 

e¢ for Class 29 CCA, Reg. 1104(9) 

¢* — for investment tax credit, 127(11)(a) 


°* for M&P credit, 125.1(3)“manufacturing 
or processing” 


e+ for manufacturing and processing credit, 
125.1(3)‘manufacturing or processing” 


* property used in, capital cost allowance, Reg. 
1102(15), (16), Reg. Sch. Il:Cl. 29, Sch. 
I:Cl. 39, Sch. If:Cl. 40 

Marginal notes 

¢ effect of, Interpretation Act s. 14 

* relevance to legislation, Interpretation Act s. 


Marine railway 

* capital cost allowance, Reg. Sch. HS gly 

* tobacco, surtax on, 182, 183 

Mark-to-market property, 142.5, see also 

Specified debt obligation 

¢ amalgamation, effect of, 87(2)(e.4), (e.5) 

* annual recognition of gain or loss, 142.5(2) 

© cost amount of, 248(1)“cost amount’(c.1) 

e debt obligation, interest on, 142.5(3) 

¢ deemed disposition of, 142.5(2) 

¢ defined, 142.2(1) 

e¢ . for stop-loss rules, 112(6)(c) 

ee for transitional rules, Reg. 8102(1), 
8104(1) 

¢ disposition of 

e* adjustment for dividends received, 
112(5)-(5.2) 

ee deemed 

ece annual, 142.5(2) 

wae on windup, 88(1)(i) 

ee income treatment, 142.5(1) 

*e¢ no capital gain, 39(1)(a)(i1.2) 

e* no capital loss, 39(1)(b)Gi) 

¢ rollover not permitted, 85(1.1)(g) (iii) 

* stop-loss rules restricted, 112(5.6) 

* superficial loss rule not applicable, 142.6(7) 


* transitional rules, 142.5(4)-(9), Reg. 
8102-8105 


¢* election re taxation year that includes 
February 22/94, 142.6(8)—(10) 


¢ winding-up, effect of, 88(1)(a.3), (h), (i) 

Marketing board 

* patronage dividends where board used, 
135(8) 

Marriage, see also Spouse 

* breakdown of, see Divorce and separation 

¢ defined, 252(4)(b) 
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Married status 

¢ defined, 252(4)(c) 

e tax credit, 118(1)B(a) 

limitation, 118(4) 

Master trust, see also Pooled fund trust 
¢ defined, Reg. 5001 


¢ election re proportional holdings in spines 
of 


exempt from tax on foreign property 

holdings, 206(2.1) 

¢ excluded from various trust rules, 
108(1)“‘trust’’(a) 

¢ exempt from tax, 149(1)(0.4) 

¢ foreign property holdings, tax.on, 205(a) 

where not applicable, 206(2.1) 


¢ information return where interest claimed to 
be qualified investment, Reg. 221 


* minimum tax not payable, 127.55(f)(iu1) 
Matchable expenditure 


¢ deemed to be a tax shelter investment, 
18.1013) 


e defined, 18.1(1) 

¢ deduction restricted, 18.1(2)—(4) 

* non-arm’s length disposition, 18.1(8)—(10) 

oan regime, dissolution of, aaa 

Maturity 

¢ registered retirement savings plan, of, 
146(1)“maturity” 

“May” 

* meaning of, Interpretation Ars s. 11 

Meals, 

meals) 

¢ employee’s, deduction fied" 8(4) 

Mean amount on deposit 

¢ defined, insurers, Reg. 2405(3) [to be 
repealed] 

Mean Canadian investment fund 

¢ defined, insurers, Reg. 2400(1), 2412 

Mean Canadian outstanding premiums 

° defined, insurers, Reg. 2400(1) 

Mean Canadian reserve liabilities 

¢ defined, insurers, Reg. 2400(1) [draft], Reg. 
2405(3) [to be repealed] 

Mean maximum tax actuarial reserve 

¢ defined, insurers, Reg. 2400(1) [draft], Reg. 
2405(3) [to be repealed] 

Mean total reserve liabilities 

¢ defined, insurers, Reg. 2405(3) [to be 
repealed] 

Medical devices and equipment 

* prescribed, 118.2(2)(m), Reg. 5700 

Medical doctor, see also Physician 


* certification of hearing impairment for 
disability credit, 118.3(1)(a.2)(iti) 
¢ defined, 118.4(2) 


see also Entertainment expenses (and 


Index 


Medical expenses 


e ) e GS e e e e e e 
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alarm for infant, Reg. 5700(r) 
ambulance, 118.2(2)(f) 
animal trained to assist impaired person, 
118.2(2)q) 
artificial eye, 118.2(2)(i) 
artificial limb, 118.2(2)(i) 
blood sugar measuring device, Reg. 5700(s) 
bone marrow transplant, 118.2(2)(1.1) 
catheters and catheter trays, 118.2(2)(i.1) 
closed-caption TV decoder, Reg. 5700(q) 
colostomy pad, 118. AO 
credit for 

non- -refundable, 118.2 

refundable, 122.51 
crutches, 118.2(2)(1) 
deemed, 118.2(3) 
deemed payment of, 118.2(4) 
defined, 118.2(2) 
denture costs, 118.2(2)(p) 
devices and equipment, Reg. 5700 
diapers for incontinence, 118.2(2)(i.1) 
driveway alterations, 118.2(2)(1.6) 
drugs, 118.2(2)(n) 
extremity pump, Reg. 5700(u) 
eyeglasses, 118.2(2)(G) 
full-time attendant for physically or mentally 
impaired person, 118.2(2)(b), (c) 
guide dog, 118.2(2)(1) 
hearing aid, 118.2(2)(i) 
hearing loss, rehabilitative therapy, 
118.2(2)(1.3) 
home renovations, 118.2(2)(1.2) 
hospital bed, Reg. 5700(h) 
iliostomy pad, 118.2(2)(i) 
incontinence-related products, 118.2(2)(i.1) 
inductive coupling osteogenesis stimulator, 
Reg. 5700(v) 
infusion pump, Reg. 5700(s) 
insulin, 118.2(2)(k) 
iron lung, 118.2(2)(i) 
kidney machine, 118.2(2)(i) 
laboratory procedures, 118.2(2)(o) 
laryngeal speaking aid, 118.2(2)(1) 
limb brace, 118.2(2)(1) 
lip reading training, 118.2(2)(1.3) 
liver extract, injectible, 118.2(2)(k) 
eames) equipment and devices, 118.2(2)(i), 


prescribed, 118.2(2)(m) 
medical practitioners etc., references to, 
118.4(2) 
mental or physical impairment, 
118.2(2)(b)-(e), 118.3 

transfer of unused credit to spouse, 118.8 
modifications to dwelling for physically 
impaired person, 118.2(2)(1.2) 
moving expenses, 118.2(2)(1.5) 
notch provision, 118.2(1)D 
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Medical expenses (cont’d) 
* orthopaedic shoe, etc., Reg. 5700(e) 


* oxygen, 118.2(2)(k) 
* pacemaker, Reg. 5700(d) 
* partial dependency, 118.3(3) 


* prescribed devices and equipment, 
118.2(2)(m), Reg. 5700 


* private health services premiums, 118.2(2)(q) 
e refundable credit, 122.51 


° rehabilitative therapy for hearing/speech loss, 
118.2(2)(1.3) 


e reimbursed, 118.2(3) 

by employer, 118.2(3)(a) 

e remuneration for attendant, 118.2(2)(b), (c) 

¢ rocking bed, 118.2(2)(i) 

* sign language interpretation services, 
118.2(2)(.4) 

¢ sign language training, 118.2(2)(.3) 

* speech loss, rehabilitative therapy, 
118.2(2)d.3) 

* speech synthesizer, Reg. 5700(p) 

* spinal brace, 118.2(2)(1) 

¢ syringe, Reg. 5700(b) 

¢ TDD, Reg. 5700(k) 

* transportation services, 118.2(2)(g) 


where ambulance etc. not available, 
118.2(4) 


¢ travelling expenses, 118.2(2)(h) 

* truss, hernia, 118.2(2)() 

¢ van for use with wheelchair, 118.2(2)(1.7) 

e vitamin B12, 118.2(2)(k) 

¢ walker, 118.2(2)(i), Reg. 5700() 

¢ wheelchair, 118.2(2)(i) 

¢ wheelchair lift, Reg. 5700(m) 

¢ wig, Reg. 5700(a) 

Medical instruments (small) 

* capital cost allowance for, Reg. Sch. ho 
12(e) 

Medical practitioner 

© defined, 118.4(2) 

Medical Research Council 

* payments to, as R&D expenditures, 
37(1)(a)(ii)(B), 37(7)“approved” 

¢ research grants, taxable, 56(1)(0) 

Member 

* credit union, defined, 137(6)“member’”’ 

« deferred profit sharing plan, defined, Reg. 
8300(1) 

* legislative assembly, expense allowance, 
81(2) 

¢ Parliament 

e* election contributions 

eee credit, 127(3) 

ece records of, 230.1 

ee. income treated as employment income, 

248(1)“office” 
** retiring allowances, 60(9.02)-G.04) 
* partnership, see Partner 


* pension plan, defined, 147.1(1), Reg. 8300(1) 

Membership dues 

* employee, deduction, 8(1)(i)(), Giv)—-(vi) 

* recreational club etc., not deductible, 
18(1)() (i) 

Mental or physical health 

* counselling related to, 

ee value not included in employee’s income, 

6(1)(a)(iv) 

Mental or physical impairment, sce also 

Blind person; Hearing impairment; Mobility 

impairment 

* attendant care expenses, deduction from 
income, 64 

ee residents absent from Canada, 64.1 

e credit for, 118.3 

ee full-time attendant, 118.2(2)(b), (c) 

¢* partial dependant, 118.3(3) 

¢* unused, transfer to spouse, 118.8 

¢ education credit, 118.6(3) , 


¢ Minister may obtain advice from Dept. of 
Human Resources Development re, 118.3(4) 


* modifications to dwelling, tax credit for, 
118.2(2)(1.2) 


¢ nature of, 118.4(1) 

° student, 118.6(3) 

* “totally and permanently disabled” 

¢* meaning of, for pension plans, Reg. 
8500(1) 

Merchant navy veteran pension, exempt, 

81(1)(@d) | 

Merger, see also Amalgamation 

* cross-border, 128.2 ; 

¢ deemed receipt of shares on, 87(1.1) 

¢ foreign, 87(8), (8.1) 

¢ triangular, 87(9) 

Methods of accounting prohibited, see 

Accounting 


Metric scales, capital cost allowance, Reg. 
Sch. II:Cl. 12(p) ; 
Mexico, see also Foreign government 

* certain bonds of, see Brady bond 

* stock exchange recognized, Reg. 3201(h) 
Migration, see Becoming resident in Canada; 
Ceasing to be resident in Canada 

Mileage allowances, Reg. 7306 

Millennium bug, see Year 2000 computer 
hardware and software 

Mine 

* additional allowances, Reg. 1209 

° amma Reg. Sch. II:Cl. 10(g), Sch. ICI. 


¢ capital cost allowance, Reg. 1100(1)Qw), (Xx), 
1100A 


ee definitions, Reg. 1104(5)-(8) 
¢ defined, Reg. 1104(6)(b), 1104(7)(a), 
1206(1), 3900(2) 
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Mine (cont’d) 
¢ depletion allowance, see Depletion 
allowances 


* equipment etc., Reg. Sch. II:Cl. 10(k)—10(m), 
Sch. II:Cl. 41 


* exempt income from, Reg. 100A [Revoked], 
Part XIX [Revoked] 


¢ exploration and development expenses, 66 

¢ income from a, meaning of, Reg. 1104(5), 
(6)(a) 

° piste mineral, Reg. 1100(1)(g), Reg: Sch. 


¢¢ separate class, Reg. 1101(4) 

* new or expanded 

** separate capital cost allowance classes, 
Reg. 1101(4a)-(4d) 

* property, Reg. Sch. II:Cl. 28, Sch. U:Cl. 41 

e shafts etc., Reg. Sch. I:Cl. 12(f) 

¢ townsite costs, see Townsite costs 


Mineral resource 

* acquisition, unreasonable considerations, 
69(7) . 

¢ allowance, 20(1)(v.1), 65 

¢ defined, 248(1) 

¢ disposition of, for unreasonable consideration, 
69(6) 

¢ regulations, 20(15) 

¢ royalties, 12(1)(o) 

ee not deductible, 18(1)(m) 

Mineral rights 

° dealers in, limitation, 66(5) 

‘‘Minerals” defined, 248(1) 


Minimum amount 

¢ defined 

ee for minimum tax, 127.51 

ee for RRIF, 146.3(1)“minimum amount” 


Minimum tax, 127.5—127.55 


¢ additional tax for income not earned in a 
province, and, 120(4)‘‘tax otherwise payable 
under this Part” ‘ 


e additional tax re 


ee excluded from instalment estimates. for 
farmers and fishermen, 155(1)(a) 


° adjusted taxable income, 127.52 

* basic exemption, 127.53 

* basic minimum, tax credit, 127.531 

¢ carryback re 

*¢ effect on interest payable to taxpayer, 
164(5), (5.1) 

*¢ no effect on interest payable, 161(7) — 

¢ carryover, 120.2 

ee additional tax, determination of, 120.2(3) 


*¢ — overseas.employment tax credit not 
reduced by, 122.3(2)“tax otherwise 
payable under this Part for the year” 

*¢ where not applicable, 120.2(4) 

* excluded from “tax payable” etc. under Part 

I, 117) 

¢ foreign tax credit, 127.54 


* partnership investing in residential property 
or Canadian film, 127.52(2) 


* Quebec abatement and, 120(4)“tax otherwise 
payable under this Part” 


¢ where not applicable, 127.55 

Mining corporation 

* prospecting, exploration and development 
expenses, ITAR 29(2)-(5) 

Mining exploration depletion base 

¢ defined, Reg. 1203(2) 

* expenses added to 

¢* amounts receivable, portion included in 

income, 59(3.3)(f) 

Mining exploration expenses, “grass-roots” 

* expenses in first 60 days of year, 66.1(8) 

¢ partnership deemed not at arm’s length, 
66(17) 

Mining property, 

property 
capital cost allowance, Reg. Sch. II:Cl. 28, 
Sch. II:Cl. 41 


¢ defined, 35(2) 

¢ excluded from flow-through share 
renunciation, 66(12.62)(b.1) 

* prospector’s exemption, 35 

Mining reclamation trust, repealed, see 

Qualifying environmental trust 

Mining taxes, deduction, 20(1)(v), Reg. 3900 

Minister of Canadian Heritage, 

Canadian Heritage, Department of 


¢ certification of accredited film/video 
production, 125.5(1)“accredited film or video 
production certificate” 


ee revocation of certificate, 125.5(6) 


* certification of Canadian film/video 
production, 125.4(1)“Canadian film. or video, - 
production certificate” 


e¢ revocation of certificate, 125.4(6) 


Minister of the Environment 

* certification of ecologically sensitive land, 
see Ecological gifts 

* permission to dispose | of ecologically — 
sensitive land, 207.31 


see also Canadian resource 


see also 


Minister of National Revenue, see also 


Revenue Canada 

* advice from Dept. of Human Resources 
Development re mental or physical 
impairment, 118.3(4) 

¢ arbitrary assessment by, 152(7) 


* authority re determination of charitable 
foundation’s “prescribed amount”, 149.1(1:2) 


* authorized to accept security for payment of 
tax etc., 220(4)-(4.4) 

¢ burden of proof in assessing penalty, 163(3) 

* certificate of exemption, 212(1)(b)(iv),. (14) 


* certificate re proposed disposition of Boip aay 
by non-resident, 116(2) 


¢ chief source of income, determination re, 31 
* consent to change of fiscal period, 249.1(7) 
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Minister of National Revenue (cont’d) 


consent to sale of property bound by Court- 
registered certificate re amount payable, 
223(9), (10) 
defined, 248(1) 
delegation of powers and duties, 220(2.01), 
Reg. Part IX; Interpretation Act s. 24(2) 
designation of public corporation, ITAR 
50(3) 
determination of amounts under s. 245, 
1526h AL), Glede) m4 
binding effect, 152(1.3) 
determination of excessive refund, 160.1(1) 
determination of losses by, 152(1.1), (1.2) 
binding effect, 152(1.3) 
direction re collection, 225.2 


discretion re transfer pricing adjustments, 
247(10) 
duties of 
administration and enforcement of Act, 
220(1) 
disposition of appeal, on, 164(4.1) 
refunds, 164(4.1) 
when objection filed, 165(3) 
inquiry authorized by, 231.4(1) 
investigatory powers re tax shelters, 237.1(8) 
not bound by return, 152(7) 
notice of, to provide information, 231.2 
permission to destroy records, 230(4), (8) 
powers 
acquire and dispose of debtor’s tax 
property, to, 224.2 
extension of filing date, 220(3) 


seize moneys restorable to tax debtor, to, 
224.3 
RPP, authority to impose conditions re, 
147.1(5) 


registered investments and, 204.4(2)-(5), 
204.5 


required to assess tax, 152(1) 
restrictions on collection, 225.1 
collection in jeopardy, 225.2 
revocation of registration of charity, 168 
tax shelter identification number, issuance of, 
231.19 
waiver of penalty or interest, 220(3.1) 


waiver of requirement to file form or 
document, 220(2.1) 


Minister (of religion), see Clergyman 


Minor, see also Child 
* amount payable by trust to, 104(18) 


transfers and loans to, 74.1(2) 
corporation, through, 74.5(6)-(11) 
deemed, 74.5(6)—(11) 
for value, 74.5(1), (2) 
joint liability for tax on, 160(1)-(3) 
repayment of, 74.1(3) 
trust, through, 74.3, 74.5(9), (10) 

trust for, 104(18) 


Misclassified property, 13(6) 


Misrepresentation 

¢ justification for late reassessment, 
152(4)(a)(i); 152(5) 

Mobility impairment, | see also Disability; 

Impairment 

* building modifications for, deductible, 
20(1)(qq) 

¢ device to permit person with, to drive vehicle 

** medical expense, Reg. 5700(m) 


e driveway alterations for person with, 
118.2(2)(1.6) 


* moving expenses for person with, 
118.2(2)d.5) 


* transportation and parking for person with, 
not taxable benefit, 6(16) 

Modifications (to building) 

¢ disability-related, deductible, 20(1)(qq) 

¢ dwelling, for disabled person, medical 
expense credit, 118.2(2)(1.2) 

Modified net premium (re insurance policy) 

¢ defined, Reg. 1404(2) [to be repealed], 
1408(1), (3) 

Mold, capital cost allowance, Reg. Sch. II:Cl. 

12(d) 

Mole, capital cost allowance, Reg. Sch. II:Cl. 

1(f)/SeHelE eles" 

Money 

* borrowed, see Borrowed money 

* business of lending, see Moneylender 

¢ included in definition of property, 
248(1)‘property” 

Money purchase limit 

¢ defined, 147.1(1), 248(1) 

¢ limits pension contributions, 147.1(8), (9) 

¢ limits RRSP contribution, 146(1)“RRSP 
dollar limit” 

Money purchase provision 

e defined, 147.1(1) 

Moneylender,. see also Financial institution 

* bad debts 

deduction for, 20(1)(p)(i) 

inclusion in income, 12.4 

¢ disposition of Canadian securities, 39(5)(f) 

¢ guarantees etc. 

** acquired from, in amalgamation, 

87(2)(h) (iit) 

reserve for, 20(1)(1.1) 

¢ loan/lending asset 

** acquired from, in amalgamation, 

87(2)(h) (1) 

reduction in value of 
limitation on deduction, 18(1)(s) 


¢ loans etc. acquired in ordinary course of 
business, 20(27) 

* net reserve adjustment [pre-1993], 12.3, 
20(26) 

¢ reserve for doubtful debts, 20(1)(1) 
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Moneylender (cont'd) 
* security used or held by 


ee “eligible property” for transfer to 
corporation by shareholder, 85(1-1)(g) 


¢ superficial loss not deductible, 18(13), US) 
Monitor 

e crib death, medical expense, Reg. 5700(r) 
Month 

¢ defined, luerneiation Act s..35(1) 
Montreal 

¢ international Benin: centre, 33.13) 
Mortality gains, Reg. 308 

Mortality losses, Reg. 308 

Mortgage, see also Debt 


* expropriation assets acquired for sale of 
foreign property, 80.1 


¢ foreclosure, 79 


¢ interest 
ee _ blended with principal in payments, 16(1), 
214(2) 


ee deduction for, 20(1)(c), see also Work 


space in home 


* investment corporation, see Mortgage 
investment corporation 


¢ RRSP investment, Reg. 4900(1)(j) 

¢ sale of, included in proceeds of disposition, 
20(5), (5.1) 

Mortgage Insurance Corporation of Canada 

* payments to guarantee fund deductible, Reg. 
1400(£.1) 

Mortgage investment corporation, 130.1 

¢ deemed public corporation, 130.1(5) 

¢ defined, 130.1(6), 248(1) 


¢ election re caRue gains dividend, 130.1(4), 
Reg. 2104.1 


ee where not made, 130.1(4.1) 

¢ flow-through entity for capital gains 
exemption, 39.1(1), (6) 

* non-qualifying taxed capital gains, 130.1(9) 

* not subject to mark-to market rules, 
142.2(1) “financial institution’’(c)(i1) 

¢ qualifying taxed capital gains, 130.1(9) 

¢ shareholders, how counted, 130.1(7) 

Motion picture film 


¢ Canadian film or video production credit, 
125.4 


* capital cost allowance, Reg. Sch. I:Cl. 10(s), 
Sch. I:Cl. 12¢m), Sch. I:Cl. 18 


° certified feature film, Reg. 1104(2), (10) 


** capital cost allowance, Reg. 1100(21), 
(22),.Reg-,Sch. ISCi i 


* certified production, see Certified production 


¢ film or video production services credit, 
12535 


* film production, prescribed, Reg. 7500 


¢ in-flight movies not treated as entertainment, 
67.1(4)(a) 


* partnership investing in 
¢ ¢ capital cost allowance limitation, 
127.52(2) 
* payment to non-resident for use of, 212(5) 
* revenue guarantee, exemption from at-risk 
rules, 96(2.2)(d)(ii) [repealed] 
Motor vehicle 


* accident claims, payments exempt, 81(1)(q), 
Reg. 6501 

* capital cost allowance 

e* of employee, 8(1)(j)s Reg. 1100(6) 

ee of person carrying on business, 20(1)(a), 

Reg. 1100(1)(a)(x) 

e defined, 248(1) | 

e device to enable disabled person to drive, 
Reg. 5700(h) 

¢ employee’s allowance for use of 

ee not income, 6(1)(b)(vii.1) 

8 ae deemed not reasonable, 6(1)(b)(x), 

xi 

¢ employment by U.S. resident on, 
Canada-U.S. Tax Convention Art. XV:3 

* expenses 

ee limitations on, see Passenger vehicle 

ee *e TaD when deductible, 8(1)(f), 

¢ loan to shareholder/employee to purchase, 
15(2.4)(d) 

¢ recapture of excess CCA, 13(2) 

* terminal loss rules not applicable, 20(16.1) 

Motor vehicle warranty, see Extended motor 

vehicle warranty 

Mould 

* capital cost allowance, Reg. Sch. Il:Cl. 12(d) 


Movie, see Motion picture film 


Moving expenses 

¢ certain students, 62(2) 

¢ deduction for, 62(1) 

ee residents absent from Canada, 64-1 
¢ defined, 62(3) 

° medial expense credit, 118.2(2)(. 5). 

¢ “new work location”, 62(1) 

e residents absent from Canada 

ee deduction, 64.1 

Multi-employer plans (RPP) 

¢ anti-avoidance, 147.1(14) 

¢ defined, 147.1(1), Reg. 8500(1) 

* pension adjustment limits, 147.1(9) 

* registration requirements, Reg. 8510(7) 
¢ special rules, Reg. 8510(5) 

* when revocable, 147.1(9) 

Multiple counting of deductions or credits, 
248(28) 

Multiple-unit residential buildings 


¢ capital cost allowance, Reg. Sch. II:Cl. 31, 
Sch. I:Cl. 32 


** separate classes, Reg. 1101(5b) 


2820 


Index 


Municipal waste 

¢ defined, Reg. 1104(13) 

* used as fuel, Reg. Sch. II:Cl. 43(e)()(A), 
Sch. I:Cl. 43(d)(x) 

Municipality, see also Government 


* assistance by, see Assistance/government 
assistance 


* bonds of 

** constitute qualified securities for securities 
lending arrangement rules, 
260(1)“qualified security’’(c) 

** no non-resident withholding tax, 

212(1)(b)Gi)(C)AUD) 

* corporation controlled by, excluded from 
refundable ITC, 127.1(2)“excluded 
corporation’ ’(a)(11) 

* corporation owned by 

bonds of, no non-resident withholding tax, 

212(1)(b)Gi(C)AV) 

¢« deemed not private corporation for Part IV 

tax, 227(16) 

exempt from tax, 149(1)(d.5) 

¢ elected officer or school board trustee, 
expense allowance exempt, 81(3) 

¢ exempt from tax, 149(1)(c) . 

gifts to, 110.1(1)(a)(iv), 118.1C1)“total 
charitable gifts’(c) 


¢* ecologically sensitive land 

eee by corporation, 110.101)(d)Q) 

eos by individual, 118.1(1)“total ecological 
gifts’(a) 


tax on disposition of without 
permission, 207.31 


ee generally 

by corporation, 110. 1(1)(a)(iv) 

by individual, 118.1(1)“total charitable 
gifts’(c) 

¢ officials, bribery of, no deduction, 67.5 

* property taxes 


ee excluded from calculation of resource 
royalties, 12(1)(o), 18(1)(m) 

ee farmland 

eee addition to adjusted cost base, 
53(1)G) (iii) (A) 

eee deduction by partner where partnership 
disposes of land, 101(c)() 

eee limitation on deduction, 18(2)(b) 


* representation to, expenses deductible, 
20(1)(cc) 

* support payments for farmers by, information 
slips, Reg. 234-236 

* townsite costs, see Townsite costs 

* volunteer fireman, allowance up to $500 
exempt, 6(1)(b)(viii) 

° welfare, see Social assistance payment 

Musical instrument 

* capital cost allowance, Reg. Sch. If:Cl. 8() 

* costs, to employee, 8(1)(p) 


Musician 
¢ deduction from employment income, 8(1)(p), 


(q) 

* USS. resident, Canada—U.S. Tax Convention 
Art. XVI 

Mute person 

* speech synthesizer, medical expense, Reg. 
5700(p) 

Mutual agreement procedure, Canada-U.S. 

Tax Convention Art. XXVI 

Mutual corporation 

* provincial life insurance corporation 
converted into, 139 


Mutual fund, see Mutual fund corporation; 

Mutual fund trust 

Mutual fund corporation, 131 

* amalgamation, 87(2)(bb) 

¢ capital gains dividends, election, 
131(1)-(1.4), Reg. 2104 

ee interest on, 131(3.1), (3.2) 

* capital gains on Canadian securities, 39(5) 

* capital gains redemptions, defined, 131(6) 

¢ deemed private corporation, 131(5) 

¢ defined, 131(8), (8.1), 248(1) 

e dividend refund to, 131(5) 

¢ election not to be restricted financial 
institution, 131(10) 

¢ first taxation year, 130.1(8) 

¢ flow-through entity for capital gains 
exemption, 39.1(1), (6) 

* increase in paid-up capital not deemed 
dividend, 131(4) 

* information return where share claimed to be 
qualified investment, Reg. 221 

* non-residents, for benefit of, 131(8.1) 

* not subject to mark-to-market rules, 
142.2(1)“financial institution” (c)(ii1) 

* payment of tax, 157(3) , 

* qualified investment for RRSP, RRIF, etc. 

bond or debenture of trust, Reg. 

4900(1)(c.1) 

unit of trust, Reg. 4900(1)(c) 

° onal to, re capital gains, dividend, 131(2), 

¢ refundable capital gains tax on hand, 131(6) 

reduction of, 131(9) 


¢ rollover of property to mutual fund trust, 
13202 


e shares of 
** received on amalgamation, ITAR 65(5) 


* transferred in exchange for units of mutual 
fund trust, 132.2(1)G) 


¢ taxed capital gains, 131(7) 

Mutal fund limited partership 

¢ financing, restrictions on, 18.1 

Mutual fund trust, 132 

* amounts designated by, 132.1 

e« adjusted cost base of unit, 132.1(2)).. 
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Mutual fund trust (cont’d) 
ee deduction for, 132.1(1)(c) 


coe carryover, 132.1(4) 
eee limitation, 132.1(3) 


*¢ inclusion in taxpayer’s income, 
132.1(1)(d) 


e¢ where designation of no effect, 132.1(5) 


* capital gains on Canadian securities, 39(5) 

* capital gains redemptions, defined, 132(4) — 

* capital gains refund to, 132(1), (2) 

*e interest on, 132(2.1), (2.2) 

¢ defined, 132(6), (7), 248(1) 

*¢ election to be from beginning of first 

taxation year, 132(6.1) 

¢ flow-through entity for capital gains 
exemption, 39.1(1), (6) 

¢ information return where interest claimed to 
be qualified investment, Reg. 221 

* instalment payments of tax, 156(2) 

* interest received by, on behalf of non- 
residents, exemption, 212(9)(c) 

* minimum tax not payable, 127.55(f)(i) 

¢ non-residents, for benefit of, 132(7) 


* not subject to mark-to market rules, 
142.2(1)“financial institution’(d) 


* obligation guaranteed by, qualified 
investment for deferred income plan, Reg. 
4900(1)() 

* qualified investment for RRSP, RRIF, etc. 


bond or debenture of trust, Reg. 
4900(1)(d.1) 


e* unit of trust, Reg. 4900(1)(d) 

¢ real estate investment trust as, 132(6)(b)(i1) 
* refundable capital gains tax on hand 
defined, 132(4) 


* rollover of property to another mutual fund 
trust, 132.2 


¢ taxable capital gains 

no surtax on, 180.1(2)(c) 

¢ taxed capital gains, 132(5) 

¢ transfer of property from mutual fund 
corporation or trust, 132.2 

* unit of 

e« — adjusted cost base of, 53(1)(d. 2) 

ee “Canadian security”, 39(6) 


ee deemed to be a share for rollover 
purposes, 132.2(2)“share” 


¢e transferred in course of qualifying 
exchange, 132.2(1)q) 


Mutual insurance corporations 

¢ exemption for, 149(1)(m) 

Mutual life insurance corporation 

* provincial corporation converted into, 139 
Mutualization proposal (for insurer), 139 


N 


NISA Fund No. 2, see also Ng income 
stabilization account 


¢ amount credited to, not iacteh 12(10.3) 
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¢ deemed paid on death, 70(5. = 

¢ defined, 248(1) 

¢ disposition of, 73(5) 

* paid to non-resident, withholding tax, 
212(1)(t), 214(3)d) 

*¢ information return required, Reg. 202(2.1). 

¢ receipt from, included in income, 12(10.2) 


** constitutes active business income, 
125(7)“income of the corporation for the 
year from an active business” 


ee information return required, Reg. 201(1)(e) 

¢ rollover to corporation, 85(1)(c.1), 85(1.1)(i) 

* transfer to spouse or spouse trust, 70(6.1), 
73(5)(a), 104(5.1), (14.1) 

NRO, see Non-resident-owned investment 

corporation 


NSERC, see Natural Sciences: and Engineering 
Research Council 


National arts service organization, see 
Registered: national arts service organization 


National Defence, see Canadian Forces 


National Film Board 
¢ prescribed person for Canadian film/video tax 
credit, Reg. 1106(7) 


National Revenue, Department of, see Minister 
(of National Revenue); Revenue Canada 


Natural Sciences and Engineering Research 

Council 

* payments to, as R&D expenditures, 
37(1)(a)Gi), 37(7)“approved” 

e research grants, taxable, 56(1)(0) 

Nature Conservancy 

* prescribed donee, Reg. 3504 

Nav Canada 

¢ debt of, qualified investment for deferred 
income plans, Reg. 4900(1)(q) 

Nazi Germany 

* compensation to victims of, 81(1)(g) 

Needle/syringe 

¢ medical expense, Reg. 5700(b) 

Negative amounts 

¢ adjusted cost base, deemed gain, 40(3), @: in 

capital cost allowance pool, recapture, 13(1) 

cumulative eligible capital, recapture, 14(1) 

in formulas, deemed nil, 257 


taxable income cannot be less than. nil, 
248(1)“taxable income” 


¢ undepreciated capital cost, recapture, 13(1) 


Negative policy reserves 
¢ of insurer, 12(1)(e.1), 20(22), Res. 1400(2) 


Neglect 


* grounds for reassessment at any time, 
152(4)(a)(i) 


Negligence, see Gross negligence; Neglect 
Nephew, see Niece/nephew 


Net capital loss” 
* amalgamation, on, 87(2.1) 
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Net capital loss (cont’d) 
¢ carryover of, 111(1)(b) 


ee limitation, 111(1.1) 

¢ death, on, 111(2) 

¢ defined, 111(8), (9), 248(1) 

° aanneente of, by Minister, 152(1.1), (1.2), 

¢ limitation on dedictbility? 111(3) 

* non-deductible where control of corporation 
changed, 111(4) 

* partnership, from, 96(1) ~ 

* reassessment, 152(6)(c) 

¢ reduction of, on debt forgiveness, 80(4)(b) 

* subsidiary’s, on winding-up, 88(1.2) 

Net cost (of labour-sponsored funds share) 

¢ defined, 127.4(1), 211.7 

Net cost of pure insurance 

° defined, Reg. 308 

* premium deductible where used as boliaterdl, 
20(1)(e.2) 

Net earnings (of foreign affiliate) 

¢ defined, Reg. 5907(1) 

* exempt due to tax sparing, Reg. 5907(10) 

¢ included in exempt earnings, Reg. 
5907(1)“exempt earnings”’(d)(1) 

¢ included in taxable earnings, Reg. » 
5907(1)“‘taxable earnings’’(b) 

Net forgiveness amount — 

e reserve for, 61.3(1)(a), 61.3(2)(a) 

Net income (on income tax return) 

¢ defined, 3 

Net income stabilization account, see also 

NISA Fund No. 2 

¢ administration fee, deductible, 20(1)(ff) 

¢ death of taxpayer, on, 70(5. 4), TOG: 1) 

¢ defined, 248(1) 


¢ fair markét value of, for certain capital gains 
exemption ‘ules, 110.6(1.1) 


* money borrowed to contribute to, no 
deduction for interest, 18(11)() 


* no accrual of interest income, 12(3), 
12(11)“investment contract’) 


¢ transfer to spouse or spouse trust, 70(6.1) 
Net loss (of foreign affiliate) 

¢ defined, Reg. 5907(1) 

Net past service pension adjustment (net 
PSPA) | 
¢ defined, 146(1), 204.2(1:3) 

Net premium for the policy 

¢ defined, re policy reserves, Reg. 1408(1) 
Net reserve adjustment [pre-1993], 12.3, 
20(26) 

Net resource income 

¢ defined, Reg. 5203(3) 

Net surplus (of foreign affiliate) 

¢ defined, Reg. 5907(1) 


Net taxable capital gains 
¢ defined, 104(21.3) 


Net tax owing » 

¢ defined (for instalments), 156.1(1) 

Net worth assessment, 152(7) 
Netherlands, see also Foreign government 
° stock exchange recognized, Reg. 3201(1) 


New Brunswick, see also Province 


¢ Community Development bonds, eligible for 
RRSP investment, Reg. 4900(1)G.1) 


* tax rates, see introductory pages 
New corporation, see Amalgamation; 
Corporation 

New law 


¢ references to, having same number as a 
provision in Part IV or Vill of former Act, 
ITAR 16 


¢ references to subject matter of old law, ITAR 
13 

New Zealand, see also Foreign government 

* stock exchange recognized, Reg. 3201(k) 

Newfoundland, see also Province 


¢ Canada—Newfoundland Atlantic Accord, 
communication of information for, 
241(4)(d)(vi) 

* cod fishermen compensation, see Northern 
Cod Compensation and Adjustment Program 

° corporation incorporated in, before 1949 


ee deemed incorporated in Canada, 
248(1)“corporation Hehehe as in 
Canada” 


¢ offshore area 
ee defined, 248(1) 
ee included in “province”, 124(4) © 


¢ prescribed area, for electrical energy or steam 
processing, 127(9) “qualified property’ ise ) 


* prescribed designated region, 
cena percentage’’(a)(vi), Reg. 
460 


° “ee property acquired for use in, 

127(9)“specified percentage’’(a), (€) 
e tax rates, see introductory pages 
News show 


* ineligible for Canadian film/video credit, 
Reg. 1106(1)“excluded production’(b) 


* ineligible for film/video production services 
credit, Reg. 9300(c) 
Newspaper advertising, limitation, 19 


Niece/nephew 


¢ deemed related, for purposes of certain trust 
rules, 104(5.7)(b) 


e defined, 252(2)(g) 

¢ dependent, 118(6)(b) 

* property transferred to, income attribution re, 
74.1(2) 


Nil, minimum amount for formula 
calculations, 257 
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Nil income 
* equivalent to zero income, 3(f) 


1948 Income Tax Act, The, defined, ITAR 12 


1971 receivables, ITAR 23(5)*1971 - 
receivables” 


1977 carryforward deduction, Reg. 2408 


1977 excess policy dividend deduction, Reg. 
2407 


Nobel Prize, non-taxable, Reg. 7700 
Non-arm’s length indicator 

¢ application to foreign trust, 233.2(2) 
Non-arm’s length person 


* excessive payment where property 
surrendered to creditor, 79(3)E(a) 


* interest on debt relating to acquisition of 
land, 18(3)“interest on debt relating to the 
acquisition of land’’(b) 

* loans to, 56(4.1)-(4.3) 

* meaning of, see Arm’s length: meaning of 

* non-resident, transactions with 

*e¢ extended reassessment period, 

52(4)(b) (iii) 

ee¢ information return, 233.1 

* soft costs relating to construction, 18(3.1)(b), 
18(3.2)(b) 

¢ transfer of property to or an 69(1) 

Non-arm’s length transactions 

* agreement to pay low rent for property 

ee effect on disposition of property, 69(1.2) 

* amalgamated corporations, 251 (3.1) 

* corporation having, with non-resident persons 

ee extended reassessment period, 

152(4)(b)(iii) 

ee information return, 233.1 

¢ depreciable property acquired through, 
13(7)(e) 

** corporations controlled by one trustee, 

13(7.3) 

¢ disposition at less than fair market value, 
69(1)(b) 

* eligible capital property acquired through, 
14(3) 

¢ foreign property acquired in 

** consideration deemed to be fair market — ~ 

value, 206(4) 

* inadequate considerations, 69 

* income or gain from property transferred 

¢¢ transferor and transferee liable for tax, 160 

* lease of depreciable property, 13(32) 

¢ life insurance policy, disposition, 148(7), (8) 

* non-resident, unreasonable consideration paid 
to, 247 

* presumption, 251(1)(a) 

* property disposed of in, ITAR 26(5) 

* purchases at more than fair market value, 
69(1)(a) 

* rights or things transferred to, beneficiary 

¢e deemed cost, 69(1.1) 


e sale of shares, 84.1 

e* non-resident, by, 212.1 

e share for share exchange, 85.1(2)(a) 

* transfer of right to income, 56(4) 

¢ unpaid amounts, 78(1), (2) 

Non-business income tax (foreign) 

¢ deduction for, 126(1) 

¢ defined, 126(7) 

°« for trust, 104(22.4) | 

Non-cancellable or guaranteed renewable 

accident and sickness policy 

¢ defined, Reg. 1408(1) 

Non-capital loss 

* amalgamation, on, 87(2.1), (2.11) 

* carryover of, 111(1)(a) 

*¢ corporation, by, 111(5)-(5.4) 

¢e  winding-up of subsidiary, on, 111(5.4) 

¢ defined, 111(8), (9), 248(1): 

° hs ee of, by Minister, Pee 1), U. 2), 

e “insurer's, 111G7k)R, 

¢ life insurer’s, 111(7.2) 

¢ jimitation on deductibility, 111(3) 

* partnership, from, 96(1) 

* reassessment, 152(6)(c) 

¢ reduction of, on debt forgiveness, 80(3)(a), 
80(4)(a) 

¢ subsidiary’s, on winding-up, 88(1.1) 

Non-conventional lands, defined, Reg. 1206(1) 


Non-discrimination, Canada—U.S. Tax 
Convention Art. XXV 

Non-periodic payments 

* tax deduction, Reg. 103 

Non-profit association, see Non-profit 
organization ) 
Non-profit corporation 


* scientific, research and experimental . 
development, for 


ee annual return, 149(7) 

*¢ exemption, 149(1)Q) 

*¢ payments to, 37(1)(a)(ili) 

Non-profit organization, see also Charity 

* exemption for, 149(1)(), 149(2) 

ee deemed a trust, 149(5) 

* foreign, defined, Reg. 6804(1) 

¢ information return, whether required, 149(5),. 
149(12), 150(1)(a) 

Non-qualified investment, see also Qualified 

investment 

¢ deferred profit sharing plan 

*¢ acquisition of, tax on, 198(1) 

ee defined, 204“qualified investment” 

ee disposition of, refund of tax, 198(4) 

°° excess holdings, tax on, 206(2)(a)(11) 


* initial, 199, 204“‘initial non- Suit 
investment” 


ee tax on, 207.1(2) 


Non-qualified' investment ( cont’d) 
¢ private foundation 


acquisition of, tax on, 189(1) 
defined, 149.1(1)“non-qualified 
investment” 


proportional holdings election, 259(1), (3) 

registered retirement income fund (RRIF) 
acquisition of, 146.3(7), (9) 
defined, 146.3(1)“qualified investment” 
disposition of, 146.3(8) 
excess holdings, tax on, 206(2)(a)(ii) 
tax on, 207.1(3) 

registered retirement savings plan (RRSP) 
acquisition of, 146(10) 


“qualified investment” 

disposition of, 146(6) 

excess holdings, tax on, 206(2)(a)(i1) 
tax on, 207.1(1) 

Non-qualifying corporation (for small 
business investment tax credit) 

defined, 127(9) 


Non-qualifying real property 
* capital gains dividend account, defined, 
131(6) 
defined, 108(1), 110.6(1), 131(6) 
Non-qualifying security 
¢ calculation of capital gain on, 40(1.01) 
ceasing to be, 118.1(13)(b) 
defined, 118.1(18) 
donation of 
credit disallowed to individual, 118.1(13) 
death of donor, 118.1(15) 
deduction disallowed to corporation, 
110.1(6) 
amalgamation, effect on donor, 
87(2)(m.1) 
windup, effect of, 88(1)(e.2), (€.61) 
exchanged for another non-qualifying 
security, 118.1(14) 
reserve on donation of, 40(1 O1)(c) 
disallowed in year of death, 72(1)(c) 


Non-refundable credits, | 18—118.94 


Non-resident, see also Non-fesident tax; 
Becoming resident in Canada; Ceasing to be 
resident in Canada 
agent for, liable to withhold tax, 215(3) 
alimony/maintenance paid to, 212(1)(f) 
allowance for investment in property in 
Canada, Reg. 808 
alternative re rents and timber royalties, 216 
amount paid to, re pre-1976 bond, etc. 
prescribed countries, ITAR 10(4), Reg. 
1600 
amounts received under certain contracts, 
115(2)(¢.1), 115(2)(e)(v) 
withholding tax, 153(1)(o) 
* annuity payments to, 212(1)(0) 


defined, 146(1)“non-qualified investment” 


Index 
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benefits paid to, 


assessment under Part XIII, 227(10) 


becoming, see Ceasing to be resident in 
Canada 


beneficiary, see Beneficiary: non-resident 
benefit conferred on, 246(1)(b) 

212(1)@) 

branch tax, 219 


Canadian resource property, income earned 
on, 115(4) 
capital cost allowance, Reg. 1102(3) 
capital dividend paid. to, 212(1)(c)Gi), 
212(2)(b) 
capital gains of, taxed, 115(1)(b) 

proration re gains before May 1995, 40(9) 
carrying on business in Canada 

extended meaning of, 253 

liability for income tax, 2(3)(b) 


ceasing to be, see Becoming resident in 
Canada 


change in use (or proportions of use) of 
waves) property 
“oaining or producing income” from a 
business, 13(9) 
corporation, see also Foreign affiliate 
bonds of, eligible for RRSP investment, 
Rég. 4900(1)(p) 
branch tax, 219(1) 
debt forgiveness reserve, 61.3(2) 
deemed, where not resident due to treaty, 
250(5) 
dividend received by Canadian corporation 
from, 112(2) 
exempt from Part I.3 tax, 181.1(3)(d) 
income bond/debenture, interest on, 15(4) 


shares of, eligible for RRSP investment, 
204‘‘qualified investment’’(h) 


taxable capital employed in Canada, 181.4 


deductions allowed, in computing income 
froma source, 4(3) 
deferred profit sharing plan payments to, 
212(1)(m) 
defined, 248(1) 
disposition of property by 
Canadian resource property, certificate re, 
Lig) 
Canadian securities, 39(5)(g) 
interest in real property etc., 216(5) 
life insurance policy, presumption re, 
116(5.4) 
taxable Canadian property, sée taxable 
Canadian property (below) 
where tax deferred under tax treaty, 115.1 
dividend paid to, 212(2) 
election to file return under Part I 
certain payments, 217 
rents and timber royalties, 216 
restriction on deduction, 216(8) 
employed in Canada _ . 
liability for income tax, 2(3)(a) 
energy conversion grants paid to, 212(1)(s) 
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Non-resident (cont’d) 
* estate or trust income paid to, 212(11) 


¢ exchanged for another non-qualifying 
security, 118.1(14) 

¢ exchanges of property, determination of gain, 
44(7) 


¢ excluded property, defined, 116(6) 
* foreign tax deduction, 126(2.2) 


¢ forward averaging in year of death, 120.1(6), 
5 : ) 


* home insulation grants paid to, 212(1)(s) 

* income-averaging annuity contract payments 
to, 212(1)(n) 

* income earned in a province, Reg. 2602 

¢ “income for the year’, 120(3) 

* income from ship or aircraft, exempt, 
81(1)(c) 

¢ individual 

** computation of Part I tax, 118.94 

tax credits, 118.94 


* insurance corporation, see Insurance 
corporation: non-resident 


¢ insurer, liability for additional tax on branch 
profits, 219(4)-(8) 

* issuing obligation at discount, 16(2), (3) 

¢ limited partnership losses, carryover of, 
111(10) 

¢ loan to, by corporation, 17 

* management fees paid to, 212(1)(a) 

* no reserve for amount not due until later 
year, 20(8) 

* non-arm’s length sale of shares by, 212.1 

* obligation transferred or assigned to 

e¢ where deemed resident, 214(9) 

* ownership certificate required of, 234 


¢ partnership, withholding tax on payments to, 
212(13.1)(b) 


¢ patronage dividends paid to, 212(1)(g) 

* payments from 

ee information return, Reg. 203 

* payments to, 212(1) 

deemed, 214(3), (3.1) 

information returns, Reg. 202, 203 

¢ pension benefits paid to, 212(1)(h) 

¢ pension plan for, not subject to Part XI, 
205(a) 

* persons, Reg. 805 

excluded property, Reg. 810 

¢ plan for benefit of, re services rendered 
outside Canada, excluded from “retirement 
compensation arrangement’, 248(1) 

** exception re “resident’s arrangement’, 

207.6(5) 

* property excluded from capital cost 
allowances 

ee farming and fishing, Reg. 1702(4) 

* real estate of, transfer to corporation, 
85(1.1)(h), 85(1.2) 

¢ refund of Part XIII tax, 227(6) 


e 
e 


* registered education savings plan payments 
to, 212(1)(r) 

¢ registered home ownership savings plan 
payments to, 212(1)(p) 

* registered retirement income fund payments 
to, 212(1)(q) 

* registered retirement savings plan payments 
to, 212(1)() 

* remuneration for office, employment or 

services, 115(2)(c.1), 115(2)(e)(v) 
withholding tax, 153(1)(0) 

¢ rents/royalties paid to, 212(1)(d) 


* retirement compensation arrangement, 
purchase price of interest in, 212(1)Q) 
retiring allowance paid to, 212(1)G.1) 
return may be required of, 215(4) 
salary deferral arrangements, 6(13) 
shareholder 

¢ loan to, from corporation, 15(2.2), ‘@), 

227(6. 1) 

* spousal support payments, 212(1)(f) 

e student, 115(2) 

* supplementary unemployment plan benefits 
paid to, 212(1)(k) 
tax, see also Non-resident tax 

¢ tax under Part I, 2(3) 

taxable Canadian property, 115(1)(b) 

disposition of, 2(3)(c), 116 _ 

° failure to give Minister notice, 

offence/penalty, 238(1) 
**  prorating for gains before May 1995, 
40(9) 


° purchaser liable for tax, 116(5) 
taxable income earned in Canada, 115 
deductions permitted, 115(1)(d)-(f) 


taxable income of corporation earned in a 
province, Reg. 413 


¢ timber royalties paid to, 212(1)(e) 

* transactions not at arm’s length with, 247 

extended reassessment period, 

152(4)(b) (iil) 

¢ information return re, 233.1 

° penalty for failure to file, 162(10) 

transfer pricing rules, see Transfer pricing 

trust, see Trust (or estate): non-resident 

unreasonable consideration from, 247 

unreasonable consideration paid to, 247 

withholding tax, 215(1), 227(10), Reg. 105 

¢ joint and several liability, 227(8.1) 

Non-resident-owned investment corporation, 

133, 134; ITAR 59, Reg. Part V 

¢ allowable refund, 133(6) 

ee allowable refundable tax on hand, defined, 
133(9) 

** cumulative taxable income, defined, 
133(9) 

ee defined, 133(8)‘allowable refund” 

¢ allowable refundable tax on hand, 133(9) 


amalgamation, 87(2)(cc) 
“Canadian property” defined, 133(8) 


Index 


Non-resident-owned investment 


eye a (cont’d) 
capital gains dividend, election re, 133(7.1), 
Reg. 2105 


where not made, 133(7.3) 
capital gains dividend account, defined, 
133(8) 
computation of income, 133(1) 
cumulative taxable income, 133(9) 


deemed not Canadian, taxable Canadian, or 
private corporation, 134 

defined, 133(8), 248(1) 

dividend paid to U.S. resident, Canada—U.S. 
Tax Convention Art. X:7(a) 


dividend received by trust from, for benefit 
of non-residents, 104(10), (11), 212(9)(a) 


exempt from corporate surtax, 123.2 


181.1(3)(a) 
exempt from Part IV tax, 186.1(b) 
foreign tax not deductible, 133(4) 


non-residents, 212(9)(a) 


payment of tax, 157(3) 

share of constitutes excluded property, 
108(1)“eligible real property gain” 
simultaneous dividends, '133(7.2) 

tax rate applicable, 133(3) 

taxable dividend, 133(8) 

taxable income of, 133(2) 


Non-resident person 

defined, re international banking centre, 

33,1) ; 

¢ eligible loan to, by international banking 
centre, 33.1(1) 

Non-resident tax, 212-218; ITAR 10, Reg. 

800-8 10 

additional tax on non-resident corporation 

carrying on business in Canada, 219 


insurers, 219(4)-(8) 
alimony, 212(1)(f) 
annuity payments, 212(1)(0) 
assessment under Part XIII, 227(10) 
Canada Pension Plan benefits, 212(1)(h)(i) 
[repealed] ' 
election to file return, re, 217 
certificate of exemption, 212(14) 
refusal by Minister 
appeal from, 172(3)(d), 180 
deemed, 172(4)(c) 
deemed dividends, 214(3) 
deemed income, on, 214(4) 
deemed interest, 214(6)—(14) 
deferred profit sharing payments, 212(1)(m) 
election to file return re, 217 
dividends, 212(2) 
deemed payment of, 212.1(1) 
from foreign business corporation, 213(1) 


exempt from large corporations (Part I.3) tax, 


interest received by trust from, for benefit of 


no foreign affiliate of, 95(1)“foreign affiliate” 


e 
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eligible funeral arrangement, return of funds, 
212C1)(v) 
employee benefit plan, trust payments not 
subject to, 212(17) 
energy conversion grant, 212(1)(s) 
estate or trust income, 212(1)(c) 

exemption, 212(9), (10) - 
home insulation grant, 212(1)(s) 
identification of obligations, Reg. 807 
income and capital combined, 214(2) 


income imputed to transferor, not taxable, 
212(12) 


insurers, Reg. 800, 801, 803, 804, 2401, 
2403, 2405 


interest, 212(1)(b) 
government bonds, ‘exempt, 212(1)(b)(ii) 
loan to wholly-owned subsidiary, 218 
long-term debt, exempt, 212( PAu aNe 
on provincial bonds, 212(6) ° 


replacement obligation where corporation 
in financial difficulty, 212(3) 


international organizations, prescribed, Reg. 
806 


limitation on rate, ITAR 10(6) 

maintenance, 212(1)(f) 

management fee, 212(1)(a) 
defined, 212(4) . 


motion picture films, eS for use of 
re (Oh al 


no action for withholding, 227 
no deductions from income, 214(1) 


non-arm’s length sale of shares by non- 
resident, 212.1 


obligation finale or assigned 
non-resident deemed resident, where, 
214(9) ) 

Part XIV, 219 

partnership payer or payee, 212(13.1), (13.2) 

patronage dividend, 212(1)(g) 

pension benefits, 212(1)(h) 
election to file return re, 217 


prescribed international organizations, Reg. 
806 


refund of, 227(6) 


registered education savings plan, payments 
out of, 212(1)(1) 


registered home ownership savings plan, 
payments from, 212(1)(p) 
registered retirement income fund, 212(1)(q) 


registered retirement savings plan, rego 
out of, 212(1)() 


election to file return re, 217 
regulations 


reducing amount to be deducted or 
withheld, 215(5) 


residents etc., re, 214(13) 
rent, royalties, 212(1)(d), 212(13) 
alternative re rents and timber royalties, 
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Non-resident tax (cont’d) . 
¢ retiring allowances, etc., 212(1)Q.1) 


ee election to file return re, 217 

* securities in satisfaction of income debts, 
214(4) 

* spousal/child support, 212(1)(f) 

¢ standby charges and guarantee fees, 214(15) 

* supplementary unemployment benefits, 
212(1)(k) 

*e election to file return re, 217 

* timber royalty, 212(1)(e) 

ee alternative re, 216 

° trust or estate income paid to, 212(1)(c) 

¢ withholding of, 215, Reg. 105 

ee¢ reduction of, Reg. 809 


Non-share-capital corporation 

¢ whether control acquired, 256(8.1) 

Non-share consideration (boot) 

¢ effect of mutual fund rollover, 132.2(1)(c) 

* effect on non-arm’s length sale of shares, 
84.1(1)(b) 

¢ effect on section 85 rollover, 85(1)(b) 

Non-taxable obligation, defined, 240(1) 


Normal reassessment period 
¢ defined, 152(3.1) 
¢ limitation on reassessments, 152(4), (5) 


Northern Canada 

¢ additional car allowance in Yukon and 
N.W.T., Reg. 7306(a)(i1i) 

¢ credit for residing in, 110.7, Reg. 7303.1 


* prescribed northern zone and prescribed 
intermediate zone, Reg. 7303.1 


* remote work site, employment at, 6(6) 
Northern Cod Compensation and Adjustment 


Program, see also Fishing: compensation 

programs 

* overpayments repaid, deductible, 60(n)(ii.1) 

* payments received under, taxable, 
56(1)(a)(vi) 

¢e withholding of tax at source, 153(1)(m) 


Northwest Territories, see also Northern 


Canada 


¢ additional $0.04 reasonable kilometrage 
allowance, Reg. 7306(a)(iii) 


* tax rates, see introductory pages 


Not-for-profit organization, see also Non- 


profit organization 


¢ defined, Canada—U.S. Tax (a eee Att. 
XxIX A: 5(b) 


Notary (in Quebec), see Lawyer 
Notch provision (medical expenses), 118.2(1)D 
Note, see Promissory note 


‘“Nothings”’, ITAR 21, 
property 

Notice of assessment, 152(2) 
¢ date of, 244(14), (15) 


see also Bligible capital 


Notice of determination, 152(1.2), see also 


Determination 

¢ date of, 244(15) 

¢ loss carryforwards, 152(1.1) 

* partnership income or loss, 152(1.5) 

e¢ objection to, 165(1.15) 

* presumption re mailing date, 248(14) 
Notice of intent (to revoke RESP) 

¢ appeal from, 172(3)(e.1) 

e defined, 146.1(12.1) 

Notice of objection, 165, see also Objection 


° appeal followings whether new issues can be 
raised, 169(2. 


¢ deadline, ‘poll 


¢ determination of partnership income or - Joss, 
165(1.15) 


extension of time to file 
¢ by Minister, 166.1 
¢ by Tax Court, 166.2 
form, 165(1), (2) 
¢ large corporation, issues to be specified, 
165(1.11) 
¢ limitation on grounds for objection, 165(1.1) 
* service, 165(2), (6) 
Notice of revocation (of RESP) 
¢ defined, 146.1(12.2) 
¢ effect of, 146.1(13) 


Nova Scotia, see also Cape Breton; Province 
¢ Community Economic Development 
Corporation, qualified investment for deferred 
income plans, Reg. 4900(1)(.11) 
¢ Equity Tax Credit Act, corporation under, 
qualified investment, Reg. 4900(1)(i.11) 
offshore area 
¢ amount taxable earned in, Reg. 414, 415 
¢ included in “province”, 124(4)“province” 
* meaning, 248(1) 
Offshore Petroleum Resources Accord, 
communication of information for, 
241(4)(d)(vi) 
* prescribed area, for electrical energy or steam ~ 
processing, 127(9)“qualified property” (c.1) 
* prescribed designated region, 
127(9)‘specified percentage’’(a)(vi), Reg. 
4607 
¢ qualified property acquired for use in, 
127(9)“specified percentage’ (a), (e) 
* tax rates, see introductory pages 
Numbers, see Dollar amounts in legislation and 
regulations 
Nurse 
e defined, 118.4(2) 
Nursery school, see Child care expenses 
Nursing home 
* cost of care, as medical expense, 118.2(2)(b), 


(d) 


O 
OAS, see Old Age Security Act benefits 
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OECD, see Organisation for Economic 
Cooperation and Development 
Oaths | 


° aeaenomeion of, 220(5), Interpretation Act 
Sly 


¢ defined, Interpretation Act s. 35(1) 
Objection, 165,. see also Appeal; Notice of 
objection 

¢ books and records, 230(6) 

¢ effect of Minister’s filing notice, 165(4) 
¢ expense of making, deductible, 60(0) 

¢ extension of time for filing, 166.1, 166.2 
¢ Minister’s duty on, 165(3) 

* notice of, 165(1) 

e Part IV.1 tax, 187.6 

e Part VI.1 tax, 191.4(2) 

e Part XII.2 tax, 210.2(7) 

o UPart XIESMtaxP 2h 

¢ Part XII.4 tax, 211.6(5) 

¢ partnership income or loss, 165(1.15) 

* repayment on, 164(1.1) 


e restriction on collection action while 
underway, 225.1 

e second notice not required after reassessment, 
165(7) 

¢ service of notice of, 165(2) 

¢ waiver of right to object, 165(1.2), 169(2.2) 

Obligation, see also Bond; Debt; Debt 

obligation 

* assignment of 

ee non-resident tax, 214(14) 

ee where non-resident deemed resident, 

214(9) 

¢ defined, ITAR 26(12)‘obligation” 

* discount on, deduction for, 20(1)(f 

¢ identification of, Reg. 807 


e issued at discount by tax-exempt person, non- 
resident, or government body, 16(2), (3) 


* parked, 80.01(7) 

* predecessor corporation, of, 87(6), (7) 

* principal amount of 

ee defined, 248(1) 

¢¢ limitation on deductibility, 18(1)(f) 

¢ purchase of, by issuer, 39(3) 

* received on amalgamation, ITAR 26(23) 

¢ sale of 

** non-resident tax, 214(7), (7.1) 

¢ specified, 80.01(6) 

¢ taxable and non-taxable, defined, 240(1) 

Obsolescence 

¢ allowance re, limitation on deductibility, 
18(1)(b) . 

Offences, 238(1), 239 

* attempted evasion, 239(1) 

* compliance orders, on conviction of, 238(2) 

* corporation officers, 242 


* court has no power to decrease punishment 
for, 243 


¢ credits, false statements, 239(1.1) 


e disclosure of confidential information, 
239(2.2) 


¢ failure 

ee file return, 238(1). 

e* keep records, 238(1) 

*¢ keep tax deductions separate, 238(1) 

e* permit investigation, 238(1) 

ee withhold tax deductions, 238(1) 

¢ false statements, 239 

e fines, no deduction for, 18(1)(t) 

* minimum fines, 243 

* non-resident failing to give notice under s. 
116(3), 238(1) 

* penalties for, see Penalty 

¢ refunds, false statements, 239(1.1) 

* saving provision, 238(3) 

* secrecy violation, 239(2.2) 

¢ Social Insurance Number, re, 239(2.3) 

* two or more in one complaint, 244(2) 

Office, defined, 248(1) 

Office at home, see Work space in home 


Office de professions du Québec 
e dues to, deductible, 8(1)(i)(vil) 
Office of employment 
benefits from, includable in income, 6(1) 
in home 
* conditions for deductibility, 18(12) 
income from, 5(1) 
¢ deductions, 8 
e inclusions, 6 
° share options, 7 
limitation on deductions, 8(2) 
¢ loss from, 5(2) 
¢ payment for loss of 
** used to purchase income-averagin 
annuity contract, deductible, 61(2)(b) 
¢ share option benefits, 7 
Office rent 
¢ paid by employee, deduction, 8(1)(i)(@i) 
*¢ certificate of employer, 8(10) 
Officer 
¢ administering and enforcing Act, 220(2) 
¢ bribery of, non-deductible, 67.5 
* corporation, of 
*e execution of documents by, 236 
¢* guilty of corporation’s offence, 242 
e defined (under “office’’), 248(1) 


Official 


¢ defined, re communication of taxpayer 
information, 241(10) 


¢ Revenue Canada, powers and duties 
delegated to, 220(2.01), Reg. 900 


Offset interest 
* against instalments, 161(2.2) 


Offshore assets 
¢ disclosure of, to Revenue Canada, 233.3 
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Offshore corporation, see Foreign affiliate; 
Non-resident 

Offshore driliing vessels 

* capital cost allowance 

e* additional, Reg. 1100(1)(va) 

*¢ separate classes, Reg. 1101(2b) 


Offshore investment fund 

* amount included in income re, 94.1 
* non-resident entity, 94.1(2) 
Offshore investment fund property 
¢ cost base, additions to, 53(1)(m) 

¢ designated cost, 94.1(2) 

* prescribed, Reg. 6900 


Offshore region 

¢ prescribed, for investment tax credit, Reg. 
4609 

Offshore trust, see also Trust (or estate): non- 

resident 

¢ distribution from, reporting requirement, 
233.5 

* taxation of, where Canadian beneficiary, 94 

° cael of property to, reporting requirement, 


Off-the-shelf seismic data, see Seismic testing 


Oil and gas, see Canadian oil and gas property 

expense; Flow-through shares; Petroleum/natural 

gas; Resource expenses 

Oil or gas field 

* unitized, see Unitized oil or gas field in 
Canada 

Oil or gas well 

¢ allowances, 65, Reg. 1207 

e¢ additional, Reg. 1208 

° certificate re, ceasing to be valid, 66.1(10) 

° defined, 248(1) 


Oil or gas well equipment 

* capital cost allowance, Reg. Sch. II:Cl. 10Q), 
Sch. II:Cl. 41 

Oil refinery 

* capital cost allowance, Reg. Sch. II:Cl. 10(u), 
Sch. II:Cl. 41 

Oil sands, included in definition of ‘mineral’, 

248(1) 

Oil shale, included in definition of “mineral’, 

248(1) 

Oil Substitution Program, see Energy: 

conversion grant — 

Okalta Oils Ltd. case overruled, 152(1.1) 


Old Age Security Act benefits 

* “clawback” tax on, 180.2 (Part 1.2) 

¢e deduction from income for, 60(w) 

¢ excluded from pension income credit, 
118(8)(a) 

* included in income, 56(1)(a)() 

* non-resident withholding tax, 212(1)(h) 


e U.S. residents, Canada—U.S. Tax 
Convention Art. X VIII:5 


¢ reduction in RRSP annuity to reflect, 
146(3)(b) G1) 

* repayment of, deduction for, 60(n) 

¢ withholding of benefits to cover clawback 
tax, 180.2(3), (4) 

“Old law” defined, ITAR 12“old law” 


Older Worker Adjustment, Program for 

e income assistance taxable, 56(1)(a)(vi), Reg. 
5502(b) . 

* repayment of benefits, deduction, 60(n)(ii.2) 

* source withholding, 153(1)(m), Reg. 5502(b) 


Ontario, see also Province 

¢* Community Economic Development bonds, 
eligible for RRSP investment, Reg. 
4900(1)(.1) 

¢ northern, see Northern Canada 

° tax rates, see introductory pages 


Onus, see Burden of proof 


Operating costs of automobile, see 
Automobile: operating costs 


Optic cable, see Fibre optic cable 


Optical scanner, etc. 

¢ medical expense, Reg. 5700(1) 

Option 

e disposition of, 13(5.3) 

¢ exchanged, rules, 7(1.4) 

¢ exercised, 49(3), (4), (5) 

** overpayment of tax as consequence of, 

164(5), (5.1) 

¢ expiry of, 49(2) 

** amalgamation, 87(2)(0) 

¢ granting of, disposition of property, 49(1) 

¢ included in “taxable, Canadian property”, 
115(1)(b)(xiii) 
received on amalgamation, ITAR 26(22) 
to acquire, exercised, 49(3), (4) 

¢ effect of capital gains exemption, 49(3.2) 


to acquire interest in partnership or trust, 
reductions in ACB flowed through, 49(3.01) 


to acquire shares 
* by employee, see Stock options 
* predecessor corporation, of, 87(5) 


* reductions in ACB flowed into ACB of 
shares, 49(3.01) 


* to acquire specified property, exercise of, 
49(3.01) 

* to dispose, exercised, 49(3.1), (4) 

Optometrist 

* certification of sight impairment for disability 
credit, 118.3(1)(a.2)(i) 

¢ defined, 118.4(2) 

Ordering 

¢ charitable donations 


*¢ in order of year of contributions, 
110.1(1.1)(b), 118.1(2.1) 


¢ charity loanbacks, 118.1(17) 
* credits of an individual, 118.92 
¢ debt forgiveness rules application, 80(2)(c) 
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Ordering (cont'd) ; 
¢ debt obligations settled simultaneously, 
80(2)(i) 
¢ deductions 
e¢. eligible capital property, for capital gains 
exemption, 110.6(17) 
** in computing taxable income, 111.1 


* disposition of DPSP shares on becoming non- 
resident, 147(10.5) 

¢ disposition of depreciable property on death, 
70(14) 

¢ disposition of shares acquired under stock 
option agreement, 7(1.3) 

¢ dividends, simultaneous, 89(3) 


e foreign affiliate surplus distributions, Reg. 
5901 | 


* internal reorganization rules, 51(4), 86(3) 

¢ mutual fund qualifying exchange, 132.2(1)(e) 

* registered investment registration, 204.4(7) 

¢ spousal RRIF attribution, 146.3(5.3) 

¢ spousal RRSP attribution, 146(8.5) 

¢ transfer of depreciable property with pregnant 
loss, 13(21.2)(e)(@1) 

Ordinarily resident, 250(3) 


Ore 

e defined, Reg. 1104(2) 

* processing of, 125.1(3)“manufacturing or 
processing”, Reg. 5203, Reg. Sch. H:Cl. 
10(k) 

¢ tar sands, see Tar sands ore 

Organ transplant 

* expenses of, tax credit for, 118.2(2)(1.1) 

Organisation for Economic Cooperation and 

Development 

* transfer pricing guidelines, 247 

Original acquisition 

¢ defined, 127.4(1), 204.8, 211.7 

Original owner (of resource property) 

¢ defined, 66(15) 


¢ reduction of Canadian resource expenses, 
66.7(12), (12.1) 


¢ reduction of foreign resource expenses, 
66.7(13) 

* successor corporation rules, 66.7 

Original purchaser (of labour-sponsored 

share) 

¢ defined, 204.8 

Original right, defined, [TAR 20(3)(b) 

Orthopaedic shoes/boots 

* medical expense, Reg. 5700(e) 

Outdoor advertising structures 

* capital cost allowance, Reg. Sch. I:Cl. 8(), 
Sch: IeCly 11(b) 

** separate class, election, Reg. 1101(51) 

“Outstanding debts to specified non- 

residents” 

e defined, 18(5) 


* no deduction where debt-equity ratio exceeds 
3:1, 18(4) 
Outstanding premiums 


¢ defined, insurers, Reg. 2400(1) [draft], Reg. 
2405(3) [to be repealed] 


* mean Canadian, see Mean Canadian 
outstanding premiums 

Overburden removal cost, designated 

* capital cost allowance, Reg. Sch. I:Cl. 12(q) 


Overcontribution to RRSP 
* tax on, 204.1(2.1), 204.2(1.1) 


Overhead expenses __ 

¢ R&D-related, 127(9)“qualified expenditure” 
Reg. 2900(4)—(10) 

Overpayment of benefits, deductible when 

repaid, 60(n) 

Overpayment of tax 

e deemed 

ee Child Tax Benefit, 122.61(1) 

ee . GST credit, '122.5(3) 

¢ defined, 164(7) 

¢ refund of, 164 

ee UI premium tax credit, 126.1(6), (7) 

Overseas Canadian Forces school staff 

¢ defined, 248(1) 

¢ members deemed resident in Canada, 
250(1)(d.1), 250(2) 

¢ option of filing as resident, 250(1)(d.1) 

* prescribed order, Reg. 6600 

Overseas employment tax credit, 122.3 

¢ foreign tax credit and, choice between, 
126(1)(b)(@) 

* incorporated employee, credit disallowed, 
\ipiapo) wheal 

* not reduced by additional minimum tax 
carried over, 122.3(2)“tax otherwise payable 
under this Part for the year” 

Owner 


* original, of resource properties, defined, 
66(15)“original owner” 


* predecessor, of resource property, defined, 
66(15)““‘predecessor owner” 


Ownership 

¢ certificates of, 234, Reg. 207 

*e penalties for offences re, 162(4) 
* change of, certificates, Reg. 502 


Oxygen, as medical expense, 118.2(2)(k) 
Pp 


PA, see Pension adjustment 

PA offset 

* defined, Reg. 8300(1) 

PAR, see Pension adjustment reversal 


PBC, see Principal-business corporation 
(exploration and development); Principal- 
business corporation (real property) 


PSB, see Personal services business 
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PSPA, see Past service pension adjustment 
PUC, see Paid-up capital 

Packaging material 

e deemed to be inventory, 10(5) 

¢ valuation.of, 10(4) 

Paid-up capital 

* amalgamation, on, 87(3), (3.1) 

* computation of 

ee additions to, 84. 1(3). 


¢* after designation of amount re shares, | 
192(4.1), 194(4.2) 

ee after exchange of convertible property, 
51(3) 

ee after internal reorganization, 86(2.1) 

ee after rollover of property to corporation, 
85(2.1) 

ee after share-for-share exchange, 85.1(2:1) 

** corporation becoming resident in Canada, 
128.1(2), (3) 

ee on transfer of insurance tee 
138(11.7) 


¢ contributed surplus converted into, no 
dividend deemed, 84(1)(c.1)-(c.3) 


* cooperative corporation, of, 89(1)“paid-up 
capital’’(b) 

* credit union, of, 89(1)‘‘paid-up capital”(b) 

e deductions from, 66.3(2) 

¢ defined, 89(1) 

¢ flow-through shares, 66.3(4) 

* increase in, 84(1), 84(5)(d) 

ee mutual fund corporation, by, not deemed 
dividend, 131(4) 

¢ reduction of, deemed a dividend, 84(4), (4.1) 

Paid-up insurance, deduction for premiums, 

18(9.01) 

Paid-up premium 

° defined, Reg. 2700(1) 

Panko case overruled, 239(3) 

Parent (corporation) 

* continuation of wound-up subsidiary, 88(1.5) 

* defined, 88(1) 

* incorporated after end of subsidiary’s year 

** computation of income and tax payable, 
88(1.3) 

Parent (human) 

¢ dependent, 118(6)(b) 

* extended meaning, 252(2) 

Parity/advisory committee 

¢ dues paid by employee, deduction, 8(1)@)(vi) 

Parked obligation (debt parking) 

¢ deemed settled, 80.01(8)(a) 

¢ defined, 80.01(7) 

Parking 

¢ automobile or other vehicle 


ee excluded from benefit for operating costs 
and standby. charge, 6(1.1) 


ee taxable benefit, 6(1)(a), 6(1-1) 

eee exception for disabled employee, 6(16) 
¢ debt, see Debt parking 

Parking area 

* capital cost allowance, Reg. Sch. IE:Cl. 1(g) 
¢ for mine, Reg. Sch. I:Cl. 10(1) 
Parliament, see also Government 

° defined, Interpretation Act 35(1) 

¢ member of 

ee election contributions 

eee credit, 127(3) 

eee records of, 230.1 


ee income treated as employment sain 
248(1)“office” 


e* retiring allowance, 60(.02)—G.04) 
Parson, see Clergyman 


Part I.2 tax, 180.2 

e deduction for, 125.3 

** amalgamation, on, 87(2)G. 9) 
¢ unused credit 

ee reassessment, 152(6)(f) 


Part I.3 tax credit 

* unused, carryback of 

** overpayment of tax as result, 164(5), (5.1) 

Part IV tax 

° imposed, 186(1) - 

¢ refund of, 129(1) 

Part VI tax 

¢ credit for, 125.2 

** unused, reassessment, re, 152(6)(e) 

¢ deduction 

°¢ amalgamation, on, 87(2)g.9) 

Part VI.1 tax 

¢ deduction from taxable income re, 110(1)(k) 

¢ liability for, transferred on amalgamation, 
87(2)(ss) 

* payment of, 157(1) 

Part VII refund, defined, 192(2) 

Part VIII refund, defined, 194(2) 

Part XII.2 tax, 210.2, 210.3 

° credit for, 210.2(3) 

ee included in beneficiary’s income, 104(31) 

¢ deduction for, 104(30) 

Part XII.6 tax 

¢ deductible, 20(1)(nn) 

Part-time attendant 

¢ deduction from income, 64. 

* medical expense credit, 118. 2(2)(b. 1) 

Part-year resident, 114, 114.1 

¢ cash method of computing income, on, 28(4) 

¢ farmer/fisherman, 28(4) 

¢ foreign tax deduction, 126(2.2), (3) 

* “income for the year’, 120(3) 


* otherwise-Class 8 property, capital cost 
allowance, Reg. Sch. I:Cl. 19 
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Part-year resident (cont ‘ay 


tax credits, 118.91 


Partial debt obligation 


treated the same as entire obligation; 248(27) 


Partial dependency, 118.3(3) 
Partial disposition 


cost base of property remaining, 53(2)(d)... 
specified debt obligation, 142.4(9) 


Participant (re butterfly transactions) 


defined, 55(1)“permitted exchange”(b) 
specified debt obligation, 142.4(9) 


Participating employer 


deferred profit sharing plan, 147(1.1) 


registered pension plan, 147.1(1), Reg. 
8308(7) 


Participating life insurance policy 


defined, 138(12), Reg. 1408(1) 


Participating percentage 


defined, 95(1) 


Participation certificate — 


no interest payable on tax due, 161(5) 


Partition of property 


Partner, 


rules, 248(20)—(23) 
disproportionate partition, 248(20) 
proportionate partition, 248(21) 
see also Partnership 
active, application of.debt forgiveness rules, 
80(1)“forgiven amount’B(k) 
agreement by,-validity, 96(3)- 
automobile provided to 
amount included in income, 12CI\y) 
becoming resident in Canada, 96(8) 
contribution of property to partnership, 97(1) 
debt forgiveness ‘rules, application where 
partnership issued debt obligation, 80(15) 
debt owing by, where treated as partnership 
debt, 80(2)(n) 
deceased 
value of rights or things to date of wee! 
53(1)(e)(v). 
deemed, for certain purposes, 248(13) 


depreciable property acquired with 


government assistance, 13(7.2) 

election by, see Partnership: election by 
members 

election re fiscal period of terminated 
partnership, 99(2)—(4) 

election to renounce investment tax credit, 
127(8.4) 

inducement. payments or reimbursement 
received by, 12(2.1) 

limited, see Limited partner 

loan by, to partnership 


interest paid on money borrowed to make, 


20(3.2) 
non-resident 


creates non-Canadian partnership, 102(1) | 


payments to, withholding tax, 212(13.1)(b) 
notice to, 244(20) 
objection to determination of partnership’s 
income or loss, 165(1.15) 
obligation to pay interest re land purchase, 
18(2. ‘i 
passive, see Limited partner; Specified 
member (of partnership) 
retiring, allocation of share of income to, ’ 
96(1.1) 
deduction, 96(1.3) 
deemed carrying on business in Canada, 
96(1.6) 
right to share in income 
. deemed not capital peti 96(1.4) 
return on death of, 150(4) 
rules for computing income etc., 96(1) 
share of exploration and development 
expense, 66.1(7), 66.2(6), (7) 
tax matters, designation by partnership, 
165(1.15) 


Partnership, see also Partner; Partnership — 
interest 
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accrued interest income, 12(3) 
“acquisition cost’, ITAR 20(4)“acquisition: 
cost” 
agreement by members, validity, “bse 
agreement to share income 

in unreasonable proportions, 103(1.1) 

to avoid tax, 103(1) 
allocation to retiring partner, 96(1.1) 

~ deduction, 96(1.3) 

annuity contract, interest in, 12.2 
assumptions, 96(2) 
business. of, continued as sole proprietorship, 
98(5) 
Canadian, defined, 102(1) ae 
Canadian development expenses of, election 
to exclude, 66.2(5)“Canadian development. 
expense’ ’(f) 


Canadian oil and gas property expenses of, 
election to exclude, 66.4(5)“Canadian oil and 
gas property expense”(b) 
Canadian partnership, defined, 102(1), 
Canadian securities owned by, 39(4.1) 
capital cost allowance, Reg. 1102(1a) 
capital gain of, exemption for, 39.1(4) 
ceasing to exist, 98 
continuation of, by another paneoirer 
98.1(2) 
continued by new partnership, 98(6) 
continued by proprietor, 98(5), 
cumulative eligible capital deduction, 
24(3) 
deemed proceeds of disposition, 98(2) 
disposition of property, 98(1) 
property transferred to corporation, 85(3) 
rules applicable, 98(3), (4) 
continuation 
as new, partnership, 98(6) 
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Partnership (cont’d) 


by another partnership, 98.1(2) 
by proprietor, 98(5) . ; 
contribution of property to, 97 


capital cost to partner exceeds proceeds, 
where, 97(4) 


majority interest partner, by, 40(3.3), (3.4) 
corporate 

gross revenue fom active businesses, 

125.1(4) 

small business deduction, 125(6) 
° “specified partnership income’, 125(7) 
° “specified partnership’ loss”, 125(7) 
corporation deemed member, 125(6.1) 
death of partner, return, 150(4) 


debt tee issued by, 80(13)E(a), (14)(b), 


(15), (18) 

deemed person for a Riiated persons 
definition, 251.1(4)(b) 

deemed person for debt forgiveness rules, 
80(1), 80.01(1) 

deemed person for flow-through share 
provisions, 66(16) 


deemed person for international banking 
centre rules, 33.1(2)(a) 


deemed person for Part [V.1 tax, 187.4(c) 


deemed person for scientific research tax 
credit rules, 127.3(7). 


deemed person for seizure of property by 
creditor, 79(1)“person”’ 79,1(1)“person” 


deemed person for share-purchase tax credit 
rules, 127.2(9) 

deemed person for tax on carved- out. 
property, 209(6) 

deemed person for tax shelter identification 
Tiles; 25/.1(1) 


deemed taxpayer for tax shelter investment 
cost rules, 143.2(1)“taxpayer”’ 


deemed person for withholding tax 
obligations, 227(5.2), (15) 
defined, nowhere (see case law) 
depreciable property, ITAR 20(3), (5) 
determination of income or loss; 
152(1.4)+(1.8) 

objection to determination, 165(1:15) 
drilling and exploration expenses, ITAR 
29(9), (10), (13) 
election by. members 

date to be made, 96(4) 

late-filed, 96(5) 
° penalty, 96(6), (7) 
° special cases, 96(5.1) 

re property transferred, 97(2) 

validity, 96(3) 
eligible capital property of, exemption for, 
39.1(5) 


exempt, for resource allowance claims, Reg. 
1206(1) 


exempt persons, anti-avoidance rule, 96(8) 
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family farm, see Family farm 
corporation/partnership 


farming business of 

disposition of land used in, 101 
financial institution, 142. .2(1)“financial 
institution’’(b) 
fiscal period of, 249.1(1)(b)(ii) 


flow-through entity for capital gains 
exemption, 39.1(1), (4), (5) 
disposition. of interest in, 39.1(2)B(c) 


foreign, partner csvude subject to 
Canadian tax, 96(8) 


fuel tax rebate of, 111(11) 
gains and losses, determination of, 96(1 <a 
gifts made by, 118.1(8). 

corporation’s share, 110.1(4) 


includes another partnership that is a 
member, 102(2) 


income of, 12(1)(1), 96(1) 
determination by Revenue Canada, 
152(1.4)-(1.8) 
income splitting, 103 


minimum tax applicable to partner,, 
12722) 
information return, Reg. 229 ~ 
failure to make, 162(7.1), (8), (8.1) 
foreign-based information, 233.2—233.5 
° demand for, 233(2) . 
interest accrued, 12(3) 
interest in, see Partnership interest 
interest on debt relating to acquisition of 
land, 18(3)“interest on debt relating to the 
acquisition of land’’(b) 


international banking centres, and, 33. 12) 


investing in-residential property or Canadian 
film 


capital cost. allowance limitation, 
127,52(2) ) 
investment tax credit, allocation to partners, 
127(8) 
non-limited partners, 127(8. 3y. 
life insurance policy, interest in, 12.2 
limited, see Limited partnership 
loan to, by partner 
interest paid on money are) to make, 
20(3.2) 
loss of, minimum tax applicable to partner, 
127.52(2) 
majority. interest: partner, 248(1) 
manufacturing etc., profits, Reg. 5204 °° 
member, see Partner 
name, reference to on documents, 244(20)(a) 
new, continuing predecessor partnership, 
98(6) 
non-Canadian 
withholding tax on payments to, 
212(13.1)(b) 
non-existent 


extended deadline for assessment of non- 
partners, 152(1.8): 
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Partnership (cont'd) 
* non-resident controlled 


** corporate member’s specified income 
deemed nil, 125(6.2) 


ee deemed, 125(6.3) 

* notice to, 244(20) 

e¢ Part IV.1 tax, 187.4 ) 

° nee id tax, application of, 212(13.1), 
* partner, see Partner 

* payment on ceasing to be member of 


ee used to purchase income-averaging 
annuity contract, deductible, 61(2)(k) 
¢ “percentage of member’, ITAR 
20(4)“percentage” 
¢ personal-use property of, 46(4) 
¢ political contributions, allocation of, 127(4.2) 
* property . 
ee right to receive 
eee adjusted cost base, 53(2)(o) 
* reference to, constitutes reference to partners, 
244(20) — 
renounced resource expenses, return to be 
filed re, 66(12.69) 
ee ate filing, 66(12:74), (12.75) ° 
e research and development expenses, no 
carryforward, 96(1)(e.1) 


resident of, Income Tax Conventions 
Interpretation Act s. 6.2 ~ 
e residual interest in, 98.1(1) 
¢ resource allowance 
¢* claimed by partner, 20(1)(v.1), Reg. 
1210(3) 
¢ not claimed at partnership level, 96(1)(d) 
* resource expenditures; by members, 66(18) 
¢ allocation of assistance, 66.1(7), 66.2(6), 
(7), 66.4(6), (7) 
resource expenses of 
e« deemed made by partners, 66(18) 
ee election by partner to exclude, 
66.2(5)“Canadian development 
expense”’(f), 66.4(5)“Canadian oil and gas 
property expense’’(b) 
¢* not claimed at partnership level, 96(1)(d), 
66.1(7), 66.2(6), (7), 66.4(6), (7) 
ee renounced, 66(12.69), (12.74), (12.75) 
resource expenses renounced to 
** non-arm’s length relationship deemed, 
667 )eovn 
return, see information return (above) 
right to share in income 
¢ disposition of, 96(1.2) 
o.8 death of taxpayer, on, 96(1.5) 
ee deduction, 96(1.3) 
ve rules for computing income etc., 96(1) 
rollover to, 97(2) 
scientific research tax credit, 127.3(4), (7) 
service of documents on, 244(20)(b) 
share-purchase tax credit, 127.2(4), (9) 
small business bond issued by, 15.2(6) 


¢ small business deduction, 125(6) 

* soft costs relating to construction, 18(3. 1)(b), 
18(3.2)(b)(iii) 

* specified member, defined, 248(1) 

* taxable dividends received by, 186(6) . 

* taxation year of, 96(1)(b) 

* terminated 

ee — fiscal period of, 99(1) 

e¢¢ member’s election re fiscal period, 99 

* tiered, see Tiers of partnerships 

¢ transfer of property by partner to, 97(1), 2) 

* transfer of property to corporation, 85(2) 

** — partnership wound up, 85(3) 


¢ ‘“undepreciated cost to the partnership”, ITAR 
20(4)“undepreciated cost to the partnership” 


¢ value of rights or things on death, 53(1)(e)(v) 
* winding-up of, see ceasing to exist (above) 
withholding tax, 227(15) 


Partnership interest 

¢ acquired through amalgamation, 87(2)(e.1) 

* adjusted cost base 

*¢ additions to, 53(1)(e) 

¢¢ deductions from, 53(2)(c) , 

°° negative, whether capital gain, 40(3),.(3.1) 

ee recomputation of following debt. 

forgiveness, 53(4)—(6) 

¢ artificial transactions, 40(3.13) , 

¢ borrowed money used to acquire, 20.1(5) 

¢¢ deductions from, 53(2)(c) 

¢ capital contribution where other person 
withdraws funds, 40(3.13) 

* constitutes specified property, es Met lig 
property’’(c) 

¢ disposition of, 100 

ee gain from, 100(2), (2.1) 

ee loss from, 100(4) 

ee subsequent to debt forgiveness, deemed 

capital gain, 80.03(2), (4) 

e distributed to parent on winding-up of 
subsidiary, 88(1)(a.2), (c) 

e expenses of selling, 20(1)(e) 

¢ foreign affiliate’s, adjusted cost base of, 
95(2)Q) 

¢ loan of, 96(1.7) 

¢ owned on Dec. 31/71, ITAR 26(9)—(9.4) 

* person having, deemed member, 248(13) 

e residual, 98.1(1) 

¢ transfer on, death, 98.2 

¢ whether taxable Canadian Property, 
115(1)(b) (vii) 

Parts 

* deemed to be inventory, 10(5) 

¢ valuation of, 10(4) 

Passenger vehicle, see also Automobile 

* acquired at non-arm’s length © 

ee deemed cost of, 13(7)(h) 

* capital cost limited to $24,000, 13(7)(g) 

¢ defined, 248(1) 
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Passenger vehicle (cont'd) 
interest on money borrowed to buy 


ee limitation on deductibility, 67.2 

¢ leasing costs 

ee limitation on deductibility, 67.3 

ee more than one lessor, limitation on 
deductibility, 67.4 

¢ luxury, limitations on 

¢¢ bad debt from sales of, 20(4) 


¢* capital cost allowance, 13(7)(g), Reg. 
1101(laf), 7307(1), Reg. Sch. I:Cl. 10.1 

ee year of disposition, Reg. 1100(2.5) 

* interest deductibility, 67.2, Reg. 7307(2) 

e leasing cost, 67.3, 67.4, Reg. 7307(3), (4) 

° terminal loss disallowed, 20(16.1), Reg. 
1100(2.5) 

* recapture exception, 13(2) 

¢ transferred to corporation by shareholder 

¢* capital cost or cost, 85(1)(e.4) 


Passive income 

¢ dividends, 82(1), 90 

¢ film/video production, see Investor (re 
Canadian film/video tax credit) © 

° foreign affiliate, see Foreign accrual property 
income 

* generally, 9(1) 

¢ interest, 12(1)(c), 12(4) 

* non-resident, of, 212 

Passive partner, see Limited partner; Specified 

member (of partnership) 

Past service event 

e defined, 147.1(1), Reg. 8300(1), (2) 

* restrictions on pension benefits, 147.1(10) 

Past service pension adjustment 

¢ accumulated, Reg. 8303(1)(a) 

¢ defined, 248(1), Reg. 8303 

¢ foreign plan, Reg. 8308.1(5), (6) 


net 
¢ calculation of, 204.2(1.3) 


¢ defined, 146(1)“net past service pension 
adjustment” | 


* occurring in 1991, Reg. 8303(2.1) 
* provisional, Reg. 8303(2), (3) 
Patent 

¢ capital cost allowance 


ee 25% rate, Reg. 1100(1)(a)(xxx), 1100(9.1), 
Reg. Sch. II:Cl. 44 


ee allocated over life of patent, Reg. 
1101(1)(c), 1100(9), Reg. Sch. II:Cl. 14 

¢ non-resident withholding tax, 212(1)(d) 

¢ paid to U.S. resident, Canada—U.S. Tax 
Convention Art. XII:3(c) 

Patient 

¢ defined, 118.2(2)(a) 

¢ medical expenses for, 118.2(2) 

Patronage 

* allocation in proportion to 

ee defined, 135(4), Reg. 4901(2) 


¢* holding forth prospect of, 135(5) 
¢¢ members/non-members, 135(2) 


Patronage dividends, 135 

¢ carryover of deduction, 135(2.1) 

* corporation paying, tax payment, 157(2) 

e deduction, 20(1)(u) 

¢ paid to non-resident, 212(1)(g) 

* payments, information return, Reg. 218 

* receipt of, income, 135(7) 

¢ where marketing board used, 135(8) 

Pattern | 

* capital cost allowance, Reg. Sch, I:Cl. 12(d) 


Pay period 

¢ meaning, Reg. 100(1 

Payable 

* meaning of, 104(24) 

Payment(s), see also Deductions in computing 

income; Expenses; Income; Payment of tax 

* based on production or use, income, 12(1)(g) 

¢ ITA, under, not deductible from business or 
property income, 18(1)(t) 

* instalment, see Instalment payments 

¢ lump sum, ITAR 40; Reg. 103 


¢ maintenance and support, see Support 
payments (spousal or child) 


* non-residents, to, Part XIII 

ee information return, Reg, 202 

¢ periodic, see Periodic payments 

¢ shareholder or prospective shareholder, to, 
15(7) . 

¢ from corporation, 15(1)_ 

¢ tax transfer, to provinces, 154, Reg. 3300 


Payment of tax, 153, 156, 158 

e balance due day, defined, 248(1) 

¢ carved-out income, on, 209(4) 

¢ certificate before distribution, 159(2) 

ee failure to obtain, 159(3) 

* corporations, 157 

ee ne instalments not required, 157(2), 

e credit union, 157(2) 

¢ death of taxpayer, on 

ee election to pay in instalments, 159(5) 

¢ deduction at source, 153(1) 

¢ deemed, see also refundable credits 

ee trust, by, re non-qualified investment, 
202(6) . 

¢ deferral of 

¢* appeal for purpose of, penalty, 179-1 

¢ deferred income plans 

*¢  over-contributions, 204.3 

°¢ property acquired by, 207 

*¢ property held by, 207.2 

¢ “departure tax” 

** election to defer, 159(4), Reg. 1300 

¢ farmers and fishermen, 155, 156.1 

¢ individuals, 153(2), 156, 156.1 
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Payment of tax (cont’d) 

* instalment, see also Instalment payments 
* non-residents, 215 

* on behalf of others, 159 
¢ Part L.1, 180.1(3)(b) 

¢ Part 1.2, 180.2(5)(b) 

© Part 1.3, 181d 

¢ Part II, 183(2) 

¢ Part II, 185(2) 

oP Patt iV. Lore) 

°* Partivs 5-187 2 

¢ Part V, 188(1)(a), 189(6), (7) 
e Part VI, 190.21 

e Part VEIt9 1/14) 

oT Patt, Vil; lo 1) 

e Part VIII, 194(1) 

¢ Part IX, 196 

¢ Part X, 198(2) 

¢ Part X.1, 204.3(1) 

¢ Part X.2, 204.7(1) 

¢ Part X.3, 204.86(c) 

¢ Part X.4, 204.92(c) 

e Part XI, 207(1) 

e Part. X11, 207.2(1) 

e Part XI.2, 207.4 

¢ Part XI.3, 207.7(3) 

¢ Part XII, 208(2) 

e Part XII.1, 209(4) 

e Part XII.2, 210.2(5)(c) 

e Part XII.3, 211.4 

¢ Part XII.4, 211.6(4) 

e Part XII, 215(1) 

e Part XIV, 219(1) 

* patronage corporations, 157(2) 


* postponement, where income in blocked 
currency, 161(6) 


¢ public authorities disposing of cultural 
property, 207.3, 207.4 


* registered investment, 204.7 

* remainder payment, 158 

¢ retirement compensation arrangement, 
207.7(3) 

* security for, 220(4)-(4.4), Reg. Part XXII 

* tax-exempt persons, 208(2) 

* tax-exempt persons paying royalties etc., 
208(2) 

* taxpayer leaving Canada, 226(1) 

¢ transfer among tax accounts, 221.2 

* trustee, etc., 159(1) 

personal liability, 159(3) 

Payroll deduction 

¢ Family Support Plan, Reg. 100(3)(d) 

¢ income tax, 153(1) 

¢ RRSP contributions, Reg. 100(3)(c) 

¢ RPP contributions, Reg. 100(3)(a) 


Payroll taxes (provincial) 
¢ deductibility of, 18 


Index 


Peat 


property for use in harvesting, 
127(9)“qualified property” 


Penalty, see also Offences 
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appeal without reasonable grounds, 179.1 

burden of proof of offence on Minister, 

163(3) 

confidential information, contraventions re, 

239(2.2) 

conviction of offence, on, 238(1), 239 
second penalty, when applicable, 239(3) 


corporation’s failure to file information 
return, 162(10) 


court has no power to decrease punishment, 
243 


deficient instalments of tax, 163.1 
destruction of records, for, 239(1) 
dishonoured cheque, for, 162(11) 


failure to file prescribed form, R&D 
corporation, 149(7.1) 


failure to file return, 162(1) 
repeated penalties, 162(2) 
trustees etc., 162(3) 

failure to remit tax withheld, 227(9) 


applicable only on amounts over $500, 
2279.1) 


salary or wages, from, 227(9.5) 
failure to withhold tax, 227(8) 

salary or wages, from, 227(8.5) 
false statements, 163(2), 239(1) 


re renunciation of resource expenses, 
163(2.2) 
frivolous appeal, 179.1 
gross negligence, 163(2) 
incomplete return, 162(5) 
incorrect tax shelter identification number, for 
providing, 239(2.1) 
interest on, 161(11) 
large corporations, late return, 235 
late designation 
Canadian exploration or development 
expense, 66(14.5) 
refundable Part VIII tax, 194(8) 
late-filed election, 220(3.5) 
capital gains exemption triggering, 
110.6(26), (29) 
disposition of share in foreign affiliate, 
93(6) 
partners, 96(6) 
transfer to corporations, 85(8), (9) 
late filing of form re renunciation of resource 
expenses, 66(12.75) 
late filing of return, 162(1), 235 
late instalments of tax, 163.1 
not deductible from income, 18(1)(t) 
ownership certificates, offences re, 162(4) 
Part IV.1 tax, 187.6 
Part VI.1 tax, 191.4(2) 
Part XII.2 tax, 210.2(7) 


Penalty (cont’d) 


Pension, 


Part XII.3 tax, 211.5 

Part XII.4, 211.6(5) 

partnership information return, failure to file, 
162(7.1), (8.1) 

RRSP issuer extending advantage to 


annuitant or non-arm’s length person, 
146(13.1) 

regulations, failure to comply with, 162(7) 
repedted assessments of, 162(2) 

repeated failures to report an amount of 
income, 163(1) 

small business bond, false declaration, 
15.2(5) 

small business development bond, false 
declaration, 15.1(5) 


Social Insurance Number 
¢ failure to provide, 162(6) 
¢ wrongful communication of, 239(2.3) 


tax shelter identification number, offences re, 


237.1(7.4) 
¢ deduction disallowed while penalty 
unpaid, 237.1(6.1) 
transfer pricing, .247(3), (11) 
waiver of, by Minister, 220(3.1) 
see also Pension plan; Canada 


Pension Plan/Quebec Pension Plan 


adjustment, see Pension adjustment 
benefits 
e income, 56(1)(a)() 
ee exemption, 57 
* paid to non-resident, 212(1)(h) 
ee election to file return, 217 


¢ paid to U.S. resident, Canada—U.S. Tax 
Convention Art. XVIII 


* paid to widow(er), 57(5) 
* transferred to another plan, deductible, 
609) 
* unpaid, 78(4) 
credit, see Pension credit 


defined, Income Tax Conventions 
Interpretation Act s. 5.1; Canada—U.S. Tax 
Convention Art. XVHUI:3 © 


disability benefit 


e constitutes earned income for RRSP, 
146(1)“‘earned income”(b.1) 


Halifax disaster, exempt, 81(1)(f) 
income 
e credit for, 118(3) 
ee unused, transfer to spouse, 118.8 
¢ defined, 118(7) 
¢ qualified, defined, 118(7) 
not treated as annuity, 58(6) 
paid to non-resident, 212(1)(h) 
¢ election to file return, 217 


paid to U.S. resident, Canada—U.S. Tax 
Convention Art. XVIII 

periodic payments, see Periodic pension 
payment 

plan, see Pension plan 
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RCMP, exempt, 81(1)G) 
service, exempt, 81(1)(d) 
from other country, exempt, 81(1)(e) 


* superannuation or pension benefits 


defined, 248(1) 


Pension Act, pension under, exempt, 81(1)(d) 


Pension adjustment, 


see also Pension credit 
anti-avoidance rule (1990), 146(5.21) 
defined, 248(1), Reg. 8301(1), see also 
Pension credit 

limits, 147(5.1)(c), 147.1(8), (9), Reg. 
8506(2), 8509(12) 

past service, see Past service pension 
adjustment 

special rules, Reg. 8308 


Pension adjustment reversal 


defined, 248(1)‘total pension agpastiens 
reversal”, Reg. 8304.1 

effect of, 146(1)“RRSP deduction limit’R,. 
146(1)“unused RRSP deduction room’R, 
204.2(1.1)(b)R 

regulations respecting, 147.1(18)(d), (t), Reg. 
8304.1 

reporting requirements, Reg. 8402.01 


Pension Benefits Standards Act 


e 


administration of 


communication of information obtained 
under ITA, 241(4)(d)(vii) 


Pension corporation 
* exemption, 149(1)(0.1), (0.2) 
Pension credit, see also Pension adjustment 
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artificial reduction of, Reg. 8503(14) 
calculation of, Reg. 8301 
deferred profit sharing plan, Reg. 8301(2) 
foreign plan, Reg. 8308.1(2)-(4) 
registered pension plan 
° defined benefit provision 
~ multi-employer plan, Reg. 8301(7) 
ordinary plan, Reg. 8301(6) 
specified multi-employer plan, Reg. 


8301(5) 

° downsizing benefits, effect of, Reg. 
8308(9) . 

° money purchase provision, Reg. 
8301(4) 

° ie ae termination, Reg. 8301(8), 

° remuneration for prior years, Reg. 
8308(3)(b) 

° replacement of benefits, effect of, Reg. 
8304 


° transitional rule, Reg. 8301(10) 
rounded to nearest dollar, Reg. 8311 
specified retirement arrangement, Reg. 
8308.3(2)—(5) 

constitutes pension adjustment, Reg. 8301(1) 

DPSP contribution limits, effect on, 147(5.1) 

multi-employer plan, effect on PA limit, 

147.1(9) 


Index 


Pension credit (cont’d) 
* non-refundable credit, for $1,000 of pension 
income, 118(3) 


* reporting of, Reg. 8401(3) 

Pension plan, see also Registered pension plan 

* appeal from refusal to register, 172(3)(f), 
172(5) 

* benefits flowed through trust, 104(27) 


¢ Canada, see Canada Pension Plan/Quebec 
Pension Plan 


* contract under, 254 
¢ dollar limits, see Pension adjustment 
¢ foreign plan, see Foreign plan (pension plan) 


¢ legal expenses of collecting < or establishing 
right to benefit under 


ee deduction for, 60(0.1) 
¢¢ income when recovered, 56(1)(1-1) 
* payments, averaging provision, ITAR 40 


* provincial, see Provincial pension plan, 
prescribed 


* Quebec, see Canada Pension Plan/Quebec 
Pension Plan 


* registered, see Registered pension plan 


e Saskatchewan, see Provincial pension plan, 
prescribed 


¢ transfers between, 147.3 
Pension surplus 

e transfer of, 604.01), 147.3(4.1) 
Pension trust 

« exempt, 149(1)(0) 

Pensionable service 

¢ defined, Reg. 8500(1) 
Percentage 

¢ rates of tax, see Rates of tax 

® specified, see Specified percentage 
Periodic payments 

* accrual to-date of death, 70(1)(a) 


¢ alimony/maintenance/support, 56(1)(b)—(c.2), 


56.1, 60(b)-(c.2), 60.1 

* pension, seé Periodic pension payment 

* tax deduction, determination of, Reg: 102 

Periodic pension payment 

e defined, Income Tax Conventions 
Interpretation Act s. 5 

Period of disability 

¢ defined, Reg. 8500(1) 

Permanent establishment 


¢ defined, Canada—U.S. Tax Convention Art. V- 


¢ dividend from non-resident corporation 
having, 112(2), Reg. 8201 | 

* for allocating income among provinces 

** — of corporation, Reg. 400 

*¢ of individual, Reg. 2600 

* international tax treaties 

¢¢  Canada—U.K. convention, Art. 5 

*¢  Canada—U.S. convention, Art. V 


* profits allocated to, Income Tax Conventions 
Interpretation Act s. 4 


* securities lending arrangement, 260(5), Reg. 
8201 

* specified leasing property, 16.1(1), Reg. 8201 

* tax on property forming part of, Canada—U.S. 
Tax Convention Art. XXIII:2 

Permitted acquisition, permitted exchange, 

permitted redemption 

e defined, for butterfly, 55(1) 


Perpetual poverty, vow of, 110(2) 


Person, see also Taxpayer 


¢ defined, 248(1), Interpretation Act 35(1), 
Canada—U.S. Tax Convention Art. IIl:1(e) 
ee includes partnership for specific purposes, 

33.1(2)(a), 66(16), 79(1), 79.1(1); 801), 
80.01(1), 80.02(1), 80.03(1)(a), 80.04(1), 
127.2(9), 127.3(7),. 187.4(c), 209(6), 
227(5.2); (15), 237.16109 25d<k (4)¢b) 


¢ related by blood, defined, 251(6) 
Personal credits, 118 

Personal injury award 

¢ election re capital gains, 81(5) 
* income from exempt, 81(1)(g.1), (g-2) 
Personal or living expenses 

e allowance for, taxable, ae 

e defined, 248(1) 

¢ not deductible, 18(1)(h) 


Personal property 

¢ located on ship or aircraft used in 
international traffic, whether taxable 
Canadian property, 115(1)(b)(ii)(B) 

Personal services business 

® defined, 125(7), 248(1) 

¢ excluded from active business income, 
125(7)“active business” 

¢ expenses, limitation on deductibility of, 
18(1)(p) 

* incorporated employee, defined, 
125(7)“personal services business’’(a) 


* loans, 12(1)(w), 80.4(1) 

* overseas employment credit disallowed, 
122.3€..1) 

* retirement compensation arrangement, 
207.6(3) 

Personal trust, see also Trust (or estate) 

¢ defined, 110.6(16), 248(1) 

* principal residence exemption, 54“principal 
residence” 

Personal-use property, see also Listed 

personal property 

¢ adjusted cost base of, 46(1), (2) 

* bad debt that is, 50(2) 

defined, 54 

¢ disposition of 

*¢ capital loss nil, 40(2)(g)(@u) 

ee in part, 46(2) 

* ordinarily disposed of as a set, 46(3) 


2839 


Index 


Petro-Canada, subject to tax, 27(2), Reg. 7100 


Petroleum and Gas Revenue Tax Act 
* amount deemed tax payable, 20(1)(1I) 


* communication of information obtained 
under, 241(11) 
* payments under not deductible, 18(1)(1.1) 


Petroleum/natural gas 

* acquisition of, for unreasonable consideration, 
69(7) 

ee fair market value, 69(9) 

¢ allowances, Reg. Part XII 

* corporations, see Drilling or exploration 
expense; Exploration and development 
expenses; Prospecting 

¢ cost of substance injected to recover, 
20(1)(mm) 

e dealers in, limitation, 66(5) 

¢ disposition of, for unreasonable 
considerations, 69(6) 

*e certain persons deemed to be same person, 

69(10) 
ee fair market value, 69(8) 
¢ exploration and development expenses, 66 


* exploration equipment etc., capital cost 
allowance, Reg. Sch. II:Cl. 10(t), Sch. II:Cl. 
4] 


¢ royalties, Reg. 1211 

ee  includable in income, 12(1)(0) 

OO reimbursement for, 80.2 

ee not deductible, 18(1)(m) 

Phantom income 

¢ from provincial Crown royalties, 12(1)(0), 
69(6), (7) 

¢* flow-through of, by trust to beneficiaries, 

104(29) 

Pharmacist 

¢ defined, 118.4(2) 

Photocopier 

* capital cost allowance, Reg. 1101(5p), Reg. 
Sch: ILC)” Foe 

Photocopy, see Copy of document 

Physician, see also Medical doctor 

¢ fees of, medical expense credit, 118.2(2)(a) 

e income of, see Professional practice 

Pilot 

* away-from-home expenses, deduction, 8(1)(g) 

Pilot plants, qualify for R&D investment tax 

credits, Reg. 2900(11)(c), (d) 

Pinball machine 

* capital cost allowance, Reg. Sch. II:Cl. 16(f) 

Pipeline 

* capital cost allowance, Reg. Sch. II:Cl. 1(1), 
Sch. II:Cl. 2(b) 

ee exhausted within 15 years, Reg. Sch. 

II:Cl. 8) 
ee for mine, Reg. Sch. II:Cl. 10() 


¢e gas or oil well equipment, Reg. 1104(2), 
Reg. Sch. [:Cl. 10Q) 


ee separate classes if cost over $10 million, 
Reg. 1101(5i), (5j) ' 

¢ defined, 1104(2) 

¢ linefill in, no CCA, Reg. 1102(1)(k) 

Pipeline operators 

° Pe iio income earned in a province, Reg. 

Plant Workers Adjustment Program 

* overpayments repaid, deductible, 60(n)(ii.1) 

* payments received under, taxable, 
56(1)(a)(vi), Reg. 5502 

ee withholding of tax at source, 153(1)(m), 

Reg. 5502 

Points 

¢ allocated in determining whether film/video 
production qualifies as credit, Reg. 1106(4) 

Police officer 

¢ moneys seized from tax debtor by, 224.3 

¢ RCMP, disability pension exempt, 81(1)G) 

Policy, see Insurance policy; Life insurance 

policy 

Policy dividend 

* excess, deduction, defined, 138(12)“1975-76 
excess policy dividend deduction” 

* excess, reserve, defined, 138(12)“1975—76 
excess policy dividend reserve” 

Policy liability 

¢ of insurer, defined, Reg. 1408(1) 

Policy loan (life insurance) 

¢ amount payable in respect of, 138(12), 1489) 

e defined, 138(12), 148(9), Reg. 1408(1) 

¢ interest limitation, 20(2.1), Reg. 4001 

* repayment of, 60(s) 

Policy reserves (insurers) 

¢ deduction for, 20(7)(c) 

* negative, 20(1)(e.1), 20(22),. Reg. 1400(2) 

¢ regulations, Reg. 1400-1408 

¢ 1975-76 excess, defined, 138(12) 

Policy year 

* ending in taxation year, 6(4), (5) 

Political activities . 

¢ of charitable foundation, 149.1(6.1) 

Political contributions 

¢ books and records, 230.1 

¢ information returns, Reg. 2001 

¢ not deductible, 18(1)(n) 

* receipts, Reg. 2000, 2002 

° tax credit for, 127(3)-(4.2) 

¢ “tax otherwise payable” defined, 127(17) 

Pollution control equipment 

* capital cost allowance, Reg. 1100(1)(t), Reg. 
Sch. II:Cl. 24, Sch. I:€l. 27 

Pooled fund trust, see also Master trust 

¢ defined, Reg. 5000(7) 


¢ information return where interest claimed to 
be qualified investment, Reg. 221 
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Pornography 

* ineligible for Canadian film/video credit, 
Reg. 1106(1)“excluded production” (b) 

¢ ineligible for film/video production services 
credit, Reg. 9300(j) 

Portfolio investments 

¢ dividends on, refundable Part IV tax, 186(1) 

¢ whether foreign property, 206(1)“foreign 
property’’(d.1) 

Post, see Mail 

Post-1995 life insurance policy 

e defined, Reg. 1408(1) 

Post-1995 non-cancellable or guaranteed 

renewable accident and sickness policy 

¢ defined, Reg. 1408(1) 

Poultry 

* raising, constitutes farming, 248(1)“farming” 

Pre-acquisition surplus (of foreign affiliate) 

¢ deduction for dividend paid out of, 113(1)(d), 
Reg. 5900(1)(c) 

Pre-1972 capital surplus on hand 

* amalgamation, on, 87(2)(t) 

* on windup of corporation, .88(2)—(2.3) 

Pre-1972 spousal trust 

¢ deemed disposition by, 104(4)(a.1) 

e defined, 108(1) 

Pre-1986 capital loss balance 

¢ defined, 111(8)- 

¢ usable, $2,000 per year, 111(1.1) 

Pre-1996 life insurance policy 

¢ defined, Reg. 1408(1), (7) 

Pre-1996 non-cancellable or guaranteed 

renewable accident and sickness policy 

¢ defined, Reg. 1408(1), (7) 

Predecessor corporation, see Amalgamation 


Predecessor employer 

¢ defined, Reg. 8500(1) 

Preferred beneficiary 

¢ defined, 108(1) 

¢ election, 104(14), Reg. 2800 

ee allocable amount, 104(15) 

ee filing deadline, 104(14)-(14.02) 
Preferred-rate amount, for credit union 
¢ deduction based on, 137(3) 

¢ defined, 137(4.3) 

Preferred share, see also Short-term preferred 


share; Taxable preferred share; Term preferred 

share 

* consideration for property transferred to 
corporation, 85(1)(g) 

e deemed interest on, 258(3) 

¢ defined, 248(1) 

* interest paid on money borrowed to purchase, 
20(1)(qq) 


¢ issued by loss corporation 

e¢ where dividends on not deductible, 
112(2.4)-(2.9) 

¢ tax-deferred series, Reg. 2107 

¢ taxable, see Taxable preferred share 


Pregnant loss, see also Superficial loss 

¢ rules preventing transfer of, 

*¢ capital property, 40(3.3), (3.4) 

ee depreciable property, 13(21.2) 

e¢ eligible capital property, 14(12), (13) 

ee« share or debt owned by financial 
institution, 18(13), (15) 

Premium 

¢ defined 


ee Home Buyers’ Plan, 146(1)“premium”, 
146.01(1)“premium”’ 

*¢ investment income tax on life insurers, 
Reg. 1900(1) | 

ee life insurance as taxable benefit, Reg. 
2700(2) 

e¢ life insurance policy, 148(9)“premium” 

*¢ obligation owned since before 1972, ITAR 
26(12) 

*¢ registered retirement savings plan, 
146(1)“premium” 

* group term life insurance policy 

ee limitation on deductibility, 18(9.01) 


*¢ taxable benefit to employee, 6(4), Reg. 
2700-2704 


e life insurance used as collateral, on, 
deductible, 20(1)(e.2) 


* outstanding, see Outstanding premiums 

¢ prescribed, Reg. 309(1) 

¢ RRSP, under, 146(1)“premium” 

¢ refund of, see Registered retirement savings 
plan: refund of premiums 

Premium category 

° defined, Reg. 2700(1) 

Prepaid amounts, taxable when received, 

12(1)(a) 

Prepaid expenses 

* amalgamation, 87(2)G.2) 

¢ farming (cash-basis) business, 28(1)(e), (e.1) 

¢ limitation re deductibility, 18(9) 

Prepaid insurance benefit 

¢ defined, Reg. 2703 

¢ included in taxable group term life insurance, 
6(4), Reg. 2701(1)(b) 

Prepaid interest 

e limitations on deduction for, 18(9), 
18(9.2)-(9.8) 

“Prescribed” defined, 248(1) 


Prescribed annuity contract, Reg. 304 
¢ amount included in income, 56(1)(d) 
¢ deduction, 60(a) 


¢ excluded from accrual rule, 
12(11)“investment contract” 12.2(1)(b) 
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Prescribed countries 

¢ for intercorporate dividend from foreign 
affiliate, Reg. 5907(11)—-(11.2) 

¢ for lower withholding tax, debt issued before 
1976, Reg. 1600. 

¢ for tax treaty elections, Reg. 7400(1) 

* stock exchange recognized, Reg. 3201 

e treaties with, see list of treaties in Table of 
Contents 


Prescribed debt obligation, see Debt 
obligation: prescribed 

Prescribed intermediate zone 

¢ credit for residence in, 110.7(1) 

¢ defined, Reg. 7303.1 

Prescribed northern zone 

e credit for residence in, 110.7(1) 

¢ defined, Reg. 7303.1 

Prescribed plan or arrangement 


* retirement compensation arrangement, Reg. 
6802 


ee ‘rules re, 207.6(6) 

Prescribed rate (of interest), Reg. Part XLII 
¢ “quarter” defined, Reg. 4300 

Prescribed resource loss, see Resource loss 


Prescribed trust, see Trust (or estate): 
prescribed ) 


Prescription drugs, as medical expense, 
118.2(2)(n) 

President, see Officer: corporation, of 

Priest, see Clergyman oe AE 
Primary current (of specified debt obligation) 
¢ defined, 9100, 

Primary recovery, Reg. 1206(1) 


Prince Edward Island, see also Province 

* prescribed area, for electrical energy or steam 
processing, 127(9)‘‘qualified property’’(c.1) 

* prescribed designated region, 
PAN ON ase percentage’’(a)(vi), Reg. 


* qualified property acquired for use in, 
127(9)“specified percentage’’(a), (e) 

* tax rates, see introductory pages 

Principal amount (of debt obligation) 

¢ defined, 248(1) 

ee distress preferred share, 80.02(2)(a) 

¢ obligation outstanding since before 1972, 

ITAR 26(1.1) 

Principal-business corporation (exploration 

and development) 

¢ deduction of CEE, 66.1(2) 

¢ defined, 66(15) 

* prescribed deductions, Reg. 1213 

Principal-business corporation (real property) 

* associated 

e« base level deduction, 18(2.3)—(2.5) 

¢ base level deduction, 18(2)(f), 18(2.2) 


* excluded from limitation on CCA, Reg. 
1100(12) 

* specified percentage of “soft costs”, 18(3.4) 

Principal residence 

* capital gains exemption election, effect on, 
40(2)(b)A, D, 40(7.1) . 

¢ defined, 54 

¢ designation, 54“principal residence’(c), (¢,1), 
Reg. 2301 

¢ disposed of to spouse or spousal trust, 40(4) 

* disposition after 1981, 40(6) ; 

¢ distribution by spouse trust, 107(2.01) 

¢ election where change in use, 45(3), Reg. 
2300 

ee where not available, 45(4) 

* exception to rules, 54.1 

e farmer’s, exclusion of, 40(2)(c) 

¢ gain on disposition not taxed, 40(2)(b) 

* property of trust, 54“principal residence” 

* regulations, Reg. 2300, 2301 

* relocation rule, 54.1 

¢ satisfaction of interest in trust, 40(7) 

Principal screenwriter (for Canadian 

film/video tax credit) 

¢ defined, Reg. 1106(5)(a) 

Printout 

* as proof of electronic document, 244(9) 

Priority, see Garnishment for taxes unpaid; 

Ordering gee 

Prison, see Offences 


Private corporation, see also Corporation 

¢ Canadian-controlled, defined, 125(7), 248(1) 

* capital dividend, election, 83(2), Reg. 2101 

* cooperative deemed not to be, 136(1) 

e credit union deemed not to be, 137(7) 

¢ Crown corporation deemed not to be, 27(2) 

defined, 89(1), 248(1) 
* special cases, 27(2), 134, 136(1), 137(7), 
141, 141.1, 186(5), 22716) 

¢ deposit insurance corporation deemed not to 

be, 137.1(6) 

dividend paid by, 83(2) 

dividend refund to, 129 

existing since before 1972, ITAR 50 

flow-through of income to shareholders, see 

Integration 

° aa corporation deemed not to be, 

* municipal or provincial corporation deemed 
not to be, 227(16) 

e mutual fund corporation deemed to be, 
131(5) 

* non-resident-owned investment corporation 
deemed not to be, 134 

* payment of tax, 157(3) 

ee deduction from tax, under provincial 

statute, ITAR 29(32), (33) 


¢¢ deduction of drilling and exploration 
expenses, ITAR 29(1), (3)-(5) 
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Private corporation (cont'd) 
* subject corporation, 186 


* tax on certain dividends received, 186 
Private foundation 

¢ defined, 149.1(1), 248(1) 

* designation of, as public, 149.1(13) 


* designation of registered charity as, 
149.1(6.3) 


¢ disbursement quota, 149.1(20) 


* non-qualified investment, see Non-qualified 
investment: private foundation 


* registration of 

ee refusal by Minister 

eee ~~" deemed, 172(4)(a) 

ee revocation of, 149.1(4) 

** revocation or refusal, appeal, 172(3)(a) 


Private health services plan 

¢ defined, 248(1) 

¢ employer’s contribution not a taxable benefit, 
6(1)(a)G) 

* premiums, as medical expenses, 118.2(2)(q) 

Private holding corporation, defined, 191(1) 


Privatization of government assets 

¢ debt qualifies for investment by deferred 
income plans, Reg. 4900(1)(q) 

Privileged documents, see Solicitor-client 

privilege 

Prize 

¢ achievement, for 

ee included in income, 56(1)(n) 

* lottery, not taxed (no taxing provision) 

* prescribed, Reg. 7700 

ee¢ not included in income, 56(1)(n) 

* property acquired as, cost of, 52(4) 

Procedure and evidence, 244 


Procedures, not followed by Revenue Canada 
¢ assessment still valid, 166 


Proceeds of disposition 

¢ allocation of 

¢¢ between land and buildings, 13(21.1), 
70(5)(d) 

*¢ between property and services, 68 

¢ deemed 

ee amalgamation, on, 69(13) 

¢e disposition of share, on, 55(2)—(5) 

¢« disposition to benefit “specified person”, 
69(11) 

e.g 18 application on winding-up, 88(1) 

ee former business property, 44(6) 

*¢ property surrendered to creditor, 79(3) 

*¢ when deemed payable, 14(2) 

¢ defined 

*¢ capital property, 54 

¢¢ depreciable property, 13(21) 

¢ depreciable property, 13(21)“proceeds of 

disposition” 


¢ due after year 
e¢ amalgamation, 87(2)(m) 
* income interest in trust, 106(3) 


¢ life insurance policy, interest in, 56(1)(j), 
148(9)“proceeds of the disposition” 

e life insurance policy dividends deemed to be, 
148(2) 

¢ timber resource property, 20(5.1) 

e unclaimed at year-end 

ee withholding tax, 153(4) 

eee effect of remittance, 153(5) 

* uncollectible portion, 20(4)-(4.2) 

¢ unrealized, 40(1)(a)(ii) 

Processing, see also Manufacturing and 

processing 

e allowances, Reg. Part XII 
field, see Canadian field processing 


Processing or fabricating corporation 
¢ meaning, ITAR 29(26) 

Processing property 

¢ defined, Reg. 1206(1) 

Producer (of film or video production) 
* defined, Reg. 1106(1)“producer’’ 
Production 


* resource property, from, defined, 
66(15)‘‘production” 


¢ right to receive, see Right to receive 
production 

Production or use 

* payments dependent on 

e« deemed income, 12(1)(g) 

ee interest paid to non-resident, 212(1)(b) 

(closing words) 

Production royalty, defined, Reg. 1206(1) 

Professional corporation, see also Professional 

practice 

¢ defined, 248(1) 

* fiscal period of, 249.1(1)(b)(it) 

Professional membership dues 

* employee’s, deduction, 8(1)()(i) 

° professions board, deductible, 8(1)(1)(vii) 

Professional practice 

¢ carried on since before 1972, ITAR 23(3) 

¢ incorporated, see Professional corporation 

¢ judge’s income from, 24.1 [repealed] 

* work in progress of 

¢e¢ deemed to be inventory, 10(5)(a) 

ee election to exclude from income, 34 

ee valuation of, 10(4)(a) 


Professions board 

¢ dues to, deductible, 8(1)(i)(vu1) 

Profit, see also Income 

¢ from business or property, income, 3(a), 9(1) 
* payment based on future, 12(1)(g) 


* reasonable expectation required, 18(1)(h), 
248(1)‘‘personal or living expenses” 
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Profit sharing plan, see also Deferred profit 
sharing plan; Employees profit sharing plan 


* appeal from refusal to register, 172(3)(c), 180 


¢ defined, 147(1), 248(1) 
employer’s contribution under, 20(1)(w) 
limitation on deductibility, 18(1)(k) 
information return, Reg. 212 
registration of, as DPSP, 147(2) 
refusal by Minister 
deemed, 172(4)(b) 
¢ regulations, Reg. Part XV 
Profits, see Profit 
Program for Older Worker Adjustment, see 
Older Worker Adjustment, Program for 
Promissory note 
Se laeee to other bond, debenture or note, 
* issued on rollover of property to corporation, 
85(1)(b) 
* provided as payment, 76(1) 
Promoter (of education savings plan) 
¢ defined, 146.1(1)“education savings plan’’(b) 
Promoter (of tax shelter) 
defined, 237.1(1) 
¢ obligation to provide and use identification 
number, 237.1(5) 
Promotion expenses, see Advertising 
Proof 
¢ burden of, see Burden of proof 
documents, of, 244(9), (13) 
rebuttable, Interpretation Act s. 25(1) 
electronically filed return, 244(21) 
failure to comply, of, 244(7), (8) 
no appeal, of, 244(10) 
not required re signature of Department 
officer, 244(11) 
return, etc., of, 244(17)-(19) 
service, of, 244(6) 
by mail, 244(5) 
* time of compliance, of, 244(8) 


Property, see also Goods 
* acquired 


e* as prize, 52(4) 
ee by bequest etc., 70(6) 
ee by gift, 69(1)(c) 


by insurer, on default in payment, 
138(11.93) 
from spouse, deemed value of, 73 
in the year, capital cost allowance, Reg. 
1100(2)-(2.4) 
non-arm’s length exception, Reg. 
1102(20) 
to earn income from business, expenses 
deductible, 20(1)(e)(ii.1), 20(1)(e. 1) Gi) 
adjusted cost base 
amounts added, 53(1) 
amounts deducted, 53(2) 
defined, 54 


identical properties, 47 

poiege amount, deemed gain, 40(3), 
amortized cost, ITAR 26(12)‘capital 
property” 
and casualty surplus, see Property and 
casualty surplus 


annual value of, not deductible, 18(1)(d) 


appropriation of, to shareholder or 
prospective shareholder, 15(1), (7): 
beneficial owner of, defined re Quebec, 
248(3) 
Canadian 
non-resident-owned investment 
corporation, of, 133(8)“Canadian property” 
Canadian resource property, defined, 66(15) 


capital gains and losses, see Capital gains 
and losses 


“capital property” defined, 54; ITAR 
26(12)“capital property” 
“certified” 
ascertainment of, 127(10)(a), (b) 
change in use of, 45 
before 1972, ITAR 26.1(1) 
election, 45(2) 
insurer, by, 138(11.3)-C1.41), (11.6) 
principal residence, election, 45(3) 
where not available, 45(4) 
convertible, see Convertible property 
cost amount, defined, 248(1) 
cultural, see Cultural property 
deceased taxpayer, of, 164(6) 
deemed acquisition of 
becoming non-resident, 128.1(4)(c) 
becoming resident in Canada, 128.1(1)(c) 


capital cost allowance rules, Reg. 
1100(2.21) 


change in use, on, 45 

deemed disposition of 
becoming non-resident, 128.1(4)(b) 
becoming resident in. Canada, 128.1(1)(b) 


capital cost allowance rules, Reg. 
1100(2.21) 


change in use, on, 45 

death, on, 70(5)—(10) 
deemed gain from 

added to cost base, 53(1)(a) 
defined, 248(1) 
depreciable, see Depreciable property 
disposed of 

by legal representative, Reg. 1000 

in part, 43, 46 

on death, definitions, 70(10 
disposition of, see Disposition of property 
eligible capital 

deceased, of, 70(5.1) 

defined, 54; ITAR 26(12)‘eligible capital 

property” 

disposition of, 14(6) 
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Property (cont’d) 


* exchanges of, 14(6), (7) 
exchanges of, 13(4), 44 

* replacement property, 44(5) 

“excluded” of non-resident, 116(6) 

farm, see Farm property 

foreign, deferred income plans, Reg. Part L 
former, capital gain, 44(6) 

goodwill, ITAR 21 

government assistance in acquiring 

¢ cost base, deductions from, 53(2)(k) 
having more than one use, 45 
identical, 47; ITAR 26(8)-(8.2) 

¢ defined, 248(12) 

¢ life insurance corporation, of, 138(11.1) 
income from, .9(3), 12 

¢ defined, 9(1) 

ee for dividend refund, 129(4)“income”’ 

Leh for FAPI purposes, 95(1) 
inter vivos gift of, 69(1)(b) 
involuntary disposition of, 13(4) 
leased 

e buildings on, capital cost allowance, Reg. 

1102(5) 
* improvements, capital cost allowance, 
Reg. 1102(4) 
leasing, capital cost allowance, Reg. 
1100(15)—(20) 

* non-arm’s length exception, Reg. 1102(20) 

¢ separate classes, Reg. 1101(5c) 
listed personal, see Listed personal property 
loss from, 9(3) 

¢ defined, 9(2) 
lost, destroyed or taken 

* amalgamation, effects of, 87(2)(1.3) 
misclassified, 13(6) 
non-depreciable capital 

¢ change of control, 53(2)(b.2) 

“nothings”, ITAR 21 
owned on Dec. 31/71, ITAR 20(1) 
part disposition of 

¢ cost base, deduction from, 53(2)(d) 
principal residence, see Principal residence 
proceeds of disposition of 

¢ allocation of, between land and buildings, 

13(21.1) 

e defined, 54 / 
production from or use. of, see Production or 
use 
publicly traded securities, ITAR 26(11) 
qualified (investment tax credit), Reg. 4600 

¢ defined, 127(9), (11) 
reacquired, ITAR 26(6) 
real, disposition of by non-resident, 216(5) 
received as consideration for payment or loan 

* cost base, deductions from, 53(2)(f) 


rental, capital cost allowance, Reg. 
1100(11)—(14.2) 


¢ replacement, 13(4), (4.1), 14(7), 44(S) 

* repossessed, rules applicable, 79 

* resource, see Resource property 

* seizure of, by creditor, 79.1 

¢ small business, Reg. Part LI 

* substituted 

cost base, addition to, 53(1)(f) 

ee meaning of, 248(5) 

¢ surrender of, to creditor, 79 

e tax, see Municipality: property taxes 

¢ timber resource, defined, 13(21) 

¢ transfer of, see Transfer of property 

¢ trust, proportional holdings in, 259 

¢ upkeep by trust for beneficiary, 105(2) 

* use of or production from, see Production or 
use 


¢ value at date of death, 70(5), (6) 

Property and casualty surplus (of insurer) 

* defined, insurers, Reg. 2400(1) [draft], Reg. 
2405(3) [to be repealed] 

Proprietor of business 

¢ disposing of business, 25 

ee fiscal period, 25 

* income from business, 11(1) 

¢ return on death of, 150(4) 

Proprietorship 

* continuing business of partnership, 98(5) 


Prosecution 

* indictment, upon, 239(2) 

e limitation, 244(4) 

Prospecting : 

* amount re share received, excluded from 
income, 81(1)() 

* income from, 35 

ee exemption, 35(1)(c), 81(1)d) 

Prospecting, exploration and development 

expenses 

¢ amalgamations, ITAR 29(11) 

¢ deduction by any corporation, ITAR 29(11) 

¢ extended meaning, ITAR 29(28) 

¢ general limitation, ITAR 29(31) 

¢ limitation, re payments for rights, ITAR 
29(13)-(15) 

* mining corporation, ITAR 29(2), (3), (13) 

* oil and gas corporation, etc., ITAR 29(4), (5) 

* renunciation by joint exploration corporation, 
ITAR 29(6), (7) 

* successor corporation, ITAR 29(25) 

Prospector 

e defined, 35(2) 

* receipt of shares by, 35 

ee deduction from amount, 110(1)(d.2) 

Province, see also specific provinces by name 

* bonds issued by adh 


*¢ interest paid to non-resident, 
212(1)(b)(@1)(C)CID, 212(6)=(8) 
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Province (cont’d) 
¢« bound 


** by garnishment orders, 2041 4) 

ee by withholding tax requirements, 227(11) 
¢ capital tax of, deductibility, 18 — 

¢ change of, forward averaging, 120.1(3) 


* communication of information to, 241(4)(d), 
Reg. 3003 


* corporation incorporated in before part of) - 
Canada, 248(1)“corporation incorporated in 
Canada” 


* corporation owned by, see also Crown 
corporation 


bonds issued by 
interest paid to non-resident, 
212(1)(b)Gi)(C)AV) 
deemed not private corporation, 227(16) 
*e exemption, 149(1)(d)-(d.4) 
¢ defined, Interpretation Act s. 35(1) 


* exempt from federal tax, Constitution Act 
VSO, S12) 


¢ gift to, 118.1(1) 
* government of, see Government 


e includes Newfoundland and Nova Scotia 
offshore areas, 124(4)“province”’ 


e income earned in 


deduction from tax, re schooling 
allowance, 120(2) 


defined, 120(4) 

individual, by, Reg. Part XX VI 
e income not earned in 

addition to tax for, 120(1) 


¢ labour-sponsored venture capital corporation 
of vobuly) 


*e recovery of LSVCC credit, 211.7 
° laws of 


** property transfer to spouse on death, 
248(23.1) 


** support order transfers, 73(1), (1.1). 


¢ legislature, see Legislative assembly (or 
Legislature) 


¢ logging tax paid to, credit for, pai a (2); 
Reg. 700 


¢ member. of legislative assembly 

e* expense allowance, exempt, 81(2) 
* portion of income tax 
refund by Minister, 164(1.4) 


¢ sefund of tax of, to be paid by Revenue 
Canada, 164(1.4) 


¢ residence of qualifying environmental trust 
in, 250(7) 


¢ subject to withholding tax provisions, 227(1 D: 
* tax transfer payments to, 154, Reg. 3300 
Provincial indemnities 

¢ excluded from income, 81(1)(q) 

Provincial laws, prescribed, Reg. 6500-6502 
Provincial life insurance corporation 

* conversion into mutual corporation, 139 


Provincial pension plan, prescribed 
* assignment of pension under, 56(2) 
* benefits taxable, 56(1)(a)G) 


*e° transfer to qualifying plan, deduction for, 
before 1993, 60(1)(v)(B.2) . 


* contributions to 

e¢ deductible from income, 60(v), Reg. 
7800(2) 

*e excepted from attribution rules, 74. 5(12) 

ee interest on money borrowed to make, no 
deduction, 18(11)(g) 

¢ defined, Reg. 7800 

e retirement pension under — 

*e assignment of, not subject to attribution, 
74.1(1) 

¢ transfer of rights to pension under, 56(4) 

° transfer to RRSP, RRIF or annuity, 146(21) 


Provisionable assets 

e defined, Reg. 8006 
Provisional PSPA 

¢ defined, Reg. 8303(2), (3) 
Proxy amount 


¢ prescribed, for research and development 
expenses, Reg. 2900(4)—(10) 


ee reduction in, 1271.1) [repealed], ; 
127(18) 

Public authority 

* tax on disposition of cultural property, 207.3 

Public bodies, exempt, 149(1)(c) 

Public corporation 

¢ amalgamation, 87(2)(ii) 

° defined, 89(1), 248(1) 

¢ election to trigger gain before corporation 
becomes, 48.1 

* existing since before 1972, ITAR 50 

e life insurance corporation deemed to be, 141 

¢ mortgage investment corporation, 130.1(5) 

¢ qualifying dividend paid by, 83(1) 

e shares of, donation to charity, 38(a.1) 

Public employees 

* annual dues deductible, nae AE 

Public foundation ? 

¢ defined, 149.1(1), 248(1) 

¢ designation of registered charity as, 
149.1(6.3) 

* private foundation designated as, 149. 113) 

¢ registration of 

e¢ refusal by Minister 

deemed, 172(4)(a) 

ee revocation of, 149.1(3) 

ee revocation or refusal, appeal, 172(3)(a) 

Public pension benefits . ‘ 

° defined, Reg. 8500(1) 

Public safety occupation 

¢ defined, Reg. 8500(1) 

Public school board 

¢ allowance from, exempt, 81(3) 


eee 
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Public utility 
e foreign 
¢¢ dividend from, paid to non- pair M1354 


** income imputed to shareholder of 
corporation, 213(2) 


e interest on obligations, 81(1)(m) 

** amalgamation, 87(2)(jj) 

Publicly-traded securities, Reg. 4400 

* donation of, to charity, reduced capital gain, . 
38(a.1) 

* value on Valuation Hay, ITAR 26(11), Reg. 
Sch. VII 

Pulp mills 

* capital cost allowance, Reg. Sch. I:Cl. 

Punishment, see Offences 

Purchase butterfly, 55(1), (3.1), (3s 2) 

Purifier 

* air or water, medical expense ‘credit; ‘Reg. 
5700(c. 1) 

Purpose . 

° gaining or producing income, 18(1)(a), Reg. 
1102(1)(c) 

“Put-in-use” rules, see Available-for-use rules 


Q 


QPP, ‘see Canada Pension Plan/Quebec Pension 
Plan 


Quadrennial survey, reserve for, 12(1)(h), 

20(1)(0) 

Qualified annuity | 

e defined, Reg. 1404(2) [to be, repealed], 
1408(1) 

Qualified Gsnadion labour expenditure 

e defined, for film/video production services 
credit, 125:5(1) ) 

Qualified construction equipment 

e defined, 127(9) [repealed] 

* prescribed, Reg. 4603 

Qualified corporation (re Canadian film/video 

tax credit) 

e defined, 125.4(1) 

Qualified dependant 

¢ Child Tax Benefit 

ee credit in respect of, 122.61(1) 

e¢ . defined, 122.6, 122.62, Reg. 6300-6302 

e GST credit . 

ee credit in respect of, 122.5(3)(c), (d) 

ee defined, 122.5(1), 122.5(2) 

Qualified domestic trust 

© relief from double taxation, Canada-U.S, Tax 
Convention Art. XX VI:3(g) 

Qualified donee 

e defined, 149.1(1) 

Qualified expenditure 

° pool, see SR&ED qualified oxpeitibsth pool 


¢ reduction to reflect government assistance, 
127(18)+(21) 


¢ relating to borrowings to pay, dividends or 
profits, 20.1(8)(d) 


* scientific research, for, defined, 
127(9)“qualified expenditure” 

Qualified farm property 

* capital gains deduction, 110. 6(2) 

¢ defined, 110.6(1) 


** deemed, where capital gain deemed 
following debt forgiveness, 80.03(8) 


¢ eligible capital property, sale of, 14(1.1) 

¢ individual, of, defined, push slimy, esse farm 
property” 

Qualified insurance corporation 

¢ defined, Reg. 810(2) 

* property of, no certificate required before 
disposition, Reg. 810(1)(a) 

Qualified investment, ° 

investment 


e deferred income plans, 146(1)“qualified 
investment” 146.3(1)“qualified. investment” 
Reg. 4900, 4901 

* deferred profit sharing plans, 204“qualified 
investment” pest 

¢ information returns, Reg. 221 

Qualified labour expenditure (re Canadian 

film/video tax credit) ; 

¢ defined, 125.4(1) 


Qualified limited partnership 

¢ defined, Reg. 5000(7) 

Qualified property 

¢ defined 

ee foreign property rules, 206(1) 

e* investment tax credit, 127(9), (11) 


Qualified related corporation 

¢ branch tax, 219(8): 

* non-tesident insurer, of, 138(12): ‘qualified 
related corporation” 

Qualified relation 

¢ GST credit 

ee credit in respect i pa, 5(3)(b) 

¢e defined, 122.5(1), 122.5(2) 


Qualified resource 

¢ defined, for resource allowanee claims, Reg. 
1206(1) 

Qualified security 

e« defined, 260(1) 

* loan of, deemed dividend, 260(5) 

Qualified small business corporation 


* capital gains exemption, see Qualified small 
business corporation share 


* share, see Qualified small business 
corporation share 

Qualified small business corporation share 

¢ capital gains deduction, 110.6(2.1) 

¢ death of shareholder, 110.6(14)(g) 

¢ defined, 110.6(1) 


*¢ deemed; where capital gain deemed 
following debt forgiveness, 80.03(8) 


see also Non-qualified - 
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Qualified small business corporation 


share (cont’d) 

¢ individual, of, defined, 108(1)“qualified small 
business corporation share” 

¢ related person, 110.6(14) 

¢ rules re, 110.6(14) 

Qualified small-business property 

¢ defined, 127(9) [repealed] 

¢ investment tax credit for, 127(9)“specified 
percentage’ (1) 

Qualified small business share 

¢ excluded from mark-to-market rules, 
142.2(1)“mark-to-market property’’(e) 


Qualified tertiary oil recovery project, 

defined, Reg. 1206(1) 

Qualified transportation equipment 

¢ defined, 127(9) [repealed] 

¢ prescribed, Reg. 4601 

Qualified trust 

e defined, 259(3) 

Qualifying Class A share 

¢ defined, for LSVCC rules, Reg. 6706(1) 

Qualifying corporation, defined, 127.1(2) 

Qualifying cost contribution arrangement 

¢ defined, 247(1) 

Qualifying debt obligation 

¢ defined 

ee for small business bond, 15.2(3) 

¢« for small business development bond, 
HS. 13) 

Qualifying dividend 

¢ defined, 83(6) 

¢ paid by public corporation, 83(1) 

Qualifying educational program, defined, 

118.6(1) 

Qualifying entity 

e defined, Reg. 6804(1) 

Qualifying environmental trust (formerly 

Mining reclamation trust) 

¢ amalgamation of corporation, effect of; 

87(2)4.93) 

¢ beneficiary, credit to, 127.41 

¢¢ reduction in corporate beneficiary’s 
instalments, 157(3)(e) 

* cost amount of interest in, 248(1)“‘cost 

amount’’(e.2) 

¢ defined, 248(1) . 

¢ disposition of interest in, income, 12(1)(z.2) 

* income from, 12(1)(z.1) 

e residence of, 250(7) 

¢ taxon, 211.6 

Qualifying exchange (mutual fund rollover) 

¢ defined, 132.2(2) 

* effect of, 132-21) 


* exemption from rules re disposition of 
income interest in trust, 106(2), (3) 


Qualifying fiscal period 

¢ defined, 34.2(1) 

Qualifying home 

¢ for RRSP withdrawals, 146.01(1) 

Qualifying individual (re approved 

downsizing program) 

* defined, Reg. 8505(2)(b), 8505(2.1) 

Qualifying interest (in respect of foreign 

affiliate) 

¢ defined, 95(2)(m), 95(2.2), Reg. 5907(1.02) 

* income of foreign affiliate from active 
business, 95(2)(a) 

Qualifying person 

¢ defined 

ee re eligible funeral arrangement, 148.1(1) 

*¢ re treaty shopping, Canada—U.S. Tax 

Convention Art. XXIX A:2 
Qualifying share 
¢ defined 


*¢ RRSP or RRIF investment in cooperative 
corporation, Reg. 4901(2) 


*e¢  share-purchase tax credit, 192(6), Reg. 
6203 


¢ prescribed, Reg. 6203 

Qualifying transfers 

* re past service event, Reg. 8303(6), (6.1) 

Qualifying trust 

* acquisition of shares for labour-sponsored 
funds tax credit, 127.4(3) 

* detined, 127.461). 21177 

Quebec, see also Province 

* Gaspé, see Gaspé Peninsula 

* gift of succession in, deemed to be release or 
surrender, 248(9) 

¢ logging tax, credit for, 127(1), (2), Reg. 700 

* matrimonial regime, 248(22), (23) 

¢ Montreal, international banking centre, 
serl(GY 

¢ northern, see Northern Canada 

¢ Office de professions, dues deductible, 
8(1)@)(vil) 

* renunciation of succession in, deemed to. be 
disclaimed, 248(9) 

* residents, federal tax abatement, 120(2) 

° tax rates, see introductory pages 

¢ usufructs, rights of use or habitation, and 
substitutions, deemed to be trusts, 248(3) 

Quebec North Shore Paper Co. case overruled, 

20(1)(ii) 

Quebec Pension Plan, see Canada Pension 

Plan/Quebec Pension Plan 

Queen, see Crown 


Quota 

¢ disbursement, for charities, 
149.1(1)“disbursement quota” Reg. 
3700-3702 © - 

¢ farm, capital gains exemption, » 
110.6(1)“qualified farm property” (d) 
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R 


R&D, see Scientific research and experimental 
development 


RCA, see Retirement compensation arrangement 
RCA trust 
e defined, 207.5(1) 


e excluded from various trust rules, 
108(1)“trust’(d) 


RCGTOH, see Refundable capital gains tax on 
hand 


RCMP pension, exemption, 81(1)(i) 
RDTOH, see Refundable dividend tax on hand 
REIT, see Real estate investment trust 


REMIC, see Real Estate Mortgage Investment 
Conduit 


RESP, see Registered education savings plan 
RESP annual limit 

¢ defined, 146.1(1) 

¢ limit on RESP contributions, 146.1(2)(k) 


* penalty tax on exceeding limit, 204.9"excess 
amount’’(a) , 


RESP lifetime limit 
¢ defined, 204.9" 


RFI, see Restricted financial institution 


RHOSP, see Registered home ownership 
savings plan / 


RIC, see Regulated Investment Company (U.S.) 
RIF, see Retirement income fund 


RLSVCC, see Labour-sponsored venture capital 
corporation (LSVCC): registered 


RPP, see Registered pension plan 

RPP annuity contract, 147.4 

RRIF, see Registered retirement income fund 
RRSP, see Registered retirement savings plan 
RSP, see Retirement savings plan 


R.S.C. 1985 (5th Supp.), see Revised Statutes 
of Canada, 1985 (Sth Supp.) 


Rabbi, see Clergyman 

Radar equipment 

* capital cost allowance for, Reg. Sch. II:Cl. 9 
Radiocommunication equipment 


* capital cost allowance for, Reg. Sch. Tiitels '8, 
Schell 


¢ defined, Interpretation Act 35(1) 

Radiological services 

* medical expense, 118.2(2)(0) 

Rail bogies or rail suspension devices 

* capital cost allowance, Reg. 1100(1)(z), Reg. 
Sch. II:Cl. 35(b) 

Railroad Retirement Act (U.S.) 


* Tier 1 benefits, Canada—U.S. Tax Convention 
Art. X VIII:5 


Railway 


* cars, capital cost allowance, Reg. 1100(1)(z), 
(z.1b),,Reg. Sct Hi Cl.o35 
*e separate classes, Reg. 1101(5d), (Sd.1) 
* companies 
** capital cost allowance, Reg. 1102(10) 
** capitalization of expenses, 36 
* corporations, taxable income earned in a 
province, Reg. 406 
* cross-border, profits exempt, Canada-U.S. 
Tax Convention Art. VIII:4 
* employees 
**¢ away-from-home expenses of, deduction, 
8(1)(e), (8) 
*e relieving telegrapher or station agent 
expenses, 8(1)(e) 
ee U.S. retirement benefits, Canada—U.S. Tax 
Convention Art. XVIII:5 
* expansion property, Reg. 1100(1)(zc) 
¢ locomotive, capital cost allowance, Reg. Sch. 
TCl.G 
* modernization property, Reg. 1100(1)(zc) 
¢ rail suspension device, capital cost allowance, 
Reg. 1100(1)(z), (z.1b), Reg. Sch. ICI. 35 
** separate classes, Reg. 1101(5d), (Sd.1) 
* rolling stock, exempt from non-resident tax, 
212(1)(d)(vii), 212(16) 
sidings, capital cost allowance, Reg. 1100(8) 
* systems, Reg. 1104(2), Reg. Sch. Il:Cl. 4 
tank car, capital cost allowance, Reg. Sch. 
I:Cl. 6 
tier 1 pension benefits, Canada-U.S, Tax 
Convention Art. XVIII:5 


ee USS. resident, exempt, Canada—U.S. Tax 
Convention Art. XV:3 


track and related property, capital cost 

allowance, Reg. 1100(1)(zb), Reg. Sch. IEC. 

1(h) 

*« for mine, Reg. Sch. I:Cl. 10(m), Sch. 

Ii:Cl. 41 

¢ separate classes, Reg. 1101(5e), (Se.1) 

* traffic control equipment, capital cost 
allowance, Reg. 1100(1)(za.1), Reg. Sch. 
LeC let 4) 

** separate classes, Reg. 1101(5e.1) 

* trestles, Reg. 1100(1)(za.2), (zb), Reg. Sch. 
IEGE3 

°¢ separate classes, Reg. 1101(Se.2), (5f) 

Rapid transit car 

* capital cost allowance for, Reg. Sch. II:Cl. 8 

Rapidly depreciating electronic equipment 

* capital cost allowance, Reg. 1101(5p), Reg. 
Sch. If:Cl. 10(f) 

Rate reduction payment 

* treated as interest, 18(9.1) 

Rates of capital cost allowance, Reg. 1 100 

Rates of tax, see also Surtax 

* capital tax, financial institutions, 190.1 

* corporation, 123 

*¢ abatement, 124 


2849 


Index 


Rates of tax (cont'd) 
¢¢ deposit insurance, 137.1(9) 


ee* excessive election, 184(2) 
** investment corporations, 130 
*¢ manufacturing and processing, 125.1 


*¢ non-resident, carrying on business in 
Canada, 219 


**  non-resident-owned investment 
corporation, 133(3) 


ee scientific research, 194 

ee small business deduction, 125 

420217 "Surtaxial 23:2 
DPSP trust 

¢ non-qualified investments, on, 198 
deposit insurance corporation, 137.1(9) 


** abatement for provincial schooling 
allowance, 120(2) 


** averaging, see Averaging of income 

** general averaging 

eee surtax, 180.1 

e¢ indexing: of,.117.1 

*¢  over-contributions to deferred plans, 204. | 

e individual, 117(2) 

* investment corporation, 130(1) 

* investment income of life insurer, 211.1(1) 

¢ large corporations, 181.1(1) | 

* “minimum amount” of tax, 127.51 

* non-resident-owned investment corporation, 
133(3) 

* non-resident withholding tax, 212 

¢ Part I (regular tax) 

¢¢ corporation, 123(1)(a), 124(1) 

individual, 117(2) 

¢ Part I.1 (individual surtax), 180.1(1) 

¢ Part I.2 (OAS clawback), 180.2(2) 

¢ Part I.3 (Large Corporations Tax), 181.1(1) 

e Part II (tobacco manufacturers’ surtax), 
182(1) 

¢ Part II.1 (corporate distributions tax), 
183.1(2) 

¢ Part III (excessive capital dividend election), 
184(2) 

¢ Part IV (dividends received by private 
corporation), 186(1) 

¢ Part IV.1 (preferred shares), 187.2 

°* Party 

charity revocation tax, 188(1)(a) 

charitable foundation, transfer of property, 

88(3) 
*¢ private foundation, non-qualified 
investments, 189(1) 


° Part VI (financial institutions capital tax), 
190.1(1) 


¢ Part VI.1 (preferred shares), 191.1(1) 


¢ Part VII (share-purchase tax credit refundable 
tax), 192(1) 


¢ Part VIII (scientific research tax credit 
refundable tax), 194(1) 


¢ Part IX (cumulative offset account), 196(1) 


sy Bari 
*« DPSP, inadequate consideration, 201 


ee  DPSP, non-qualified investments or use of 
assets as security, 198(1) 


Part X.1 
¢ DPSP with excess amount, 204.1(3) 
¢ RRSP overcontributions, 204.1(2.1) 


¢ Part X.2 (registered investment holding non- 
prescribed investment), 204.6(1) 


¢ Part X.3 (labour-sponsored fund insufficiently 
invested), 204.82(1), (3) 


¢ Part X.4 (overcontribution to RESP), 204.91. 
e Part XI (deferred income plans) 
*¢ acquisition of shares not at market value, 


e¢ excess foreign property, 206(2) 
Part X1.1 
ee _DPSP holding non-qualified investment, 


20720(2) 

ee RRIF holding non-qualified investment, 
207.1(4) 

e¢ RRSP holding non-qualified investment, 
ZOTADY. tin 


Part XI.2 (disposition of cultural property by 
institution), 207.3 


Part XI.3 (retirement compensation 
arrangement), 207.7(1) 


Part XII (resource royalties paid by tax- 
exempt person), 208(1) 


Part XII.1 (carved-out income), 209(2) 


Part XII.2 (designated income of trust with 
non-resident beneficiary), 210.2(1) 


Part XII.3 (investment income of life 
insurer), 211.1(1) 


Part XII.4 (qualifying environmental trust), 
211.001) 


Part XII (withholding tax) 


¢¢ dividends paid to non- -residents, 212(2) (as 
reduced by treaty) 


ee film and video royalties, 212(5) (as 
reduced by treaty) 


*¢ other passive income of non-residents, 
212(1) (as reduced by treaty) 


Part XIV 
* branch tax, 219(1) (as reduced by eee 
** corporate emigration, 219.1 


refundable tax on corporations issuing shares, 
192 


* registered charities, 188 

* registered investments, re, 204.4 

e trust 

** governed by deferred plans, 206(2), 207.1 
ee inter vivos, 122(1) 

*¢ testamentary, 117(2) 

Reacquired property, ITAR 26(6) 

Real estate, see Real property 

Real estate investment trust 


¢ allowed as mutual fund trust 
108(2)(b)Gi)(B), 108(2)(c), 132(6)(b)(i) 
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Real estate investment trust ( cont'd) 
* units provided to employees, 7(1) [1998 
budget proposals] 


¢ US., dividends paid by, Canada—U.S. Tax 
Convention Art. X:7(c) 

Real Estate Mortgage Investment Conduit 

¢ excess inclusion, Canada—U.S. Tax 
Convention Art. XI:9 

Real property, see also Building; Land; Rent 

* acquired | 

*¢ capital cost, 13(5.2) 


* capital, taxable, Canada—U.S. Tax Convention 
Art. XXII 

* capital gains exemption restrictions, 
110.6(1)“annual gains limit” “eligible real 
property gain” 

¢ defined, Income Tax Conventions 
Interpretation Act s. 5 

* disposed of 

ee non-resident, by, 216(5) 

ee recaptured depreciation, 13(5.3) 


* income from, Canada—U.S. Tax Convention 
Art.- VI 


* interest in, defined, 248(4) 

¢ leasehold interest in, see Leasehold interest 

e life estate in, 43.1 

* non-qualifying real property, defined, 
110.6(1) 


¢ offshore, reporting of to Revenue Canada, 
O7e ee 

* principal-business corporations 

ee associated, base level deduction, 

18(2.3)-(2.5) 
** base level deduction, 18(2)(f), 18(2.2) 
** — specified percentage of “soft costs”, 
18(3.4) 

* rent paid before acquisition, deemed CCA, 
13(5.2) 

* trust owing, whether a unit trust, 108(2)(c) 

Reality television 

* ineligible for film/video production services 
credit, Reg. 9300() 

Reappropriations of amounts, 221.2 

Reasonable efforts 

¢ to determine transfer prices 

e« defined, 247(4) 

e* required, 247(3)(a)Gi)(B) 

Reasonable expectation of profit 

* required for business deduction, 18(1)(h), 
248(1)personal or living CXDEnses  #y 

* required for loss carryforward after change in 
control, 111(5)(a)(i), 111(5)(b)G) 

Reasonableness 

* criterion for expenses, 67 

Reassessment, see also Assessment 

* after normal reassessment period, 152(4)—(5) 

* ¢ . disposition of vessel, after, 13(18) 

* consequential on other change, 152(4.3) 


* constitutes an assessment, 248(1)“assessment” 

¢ deceased’s estate, election re-losses, 152(6) 

¢ election to capitalize interest, on, 21(5) 

* exercise of option, on, 49(4), (5) 

* extended reassessment period, 152(4)(b) 

¢ Minister, by, 152(4), (4.1), (6), 165(3) 

ee after filing notice of objection, 165(5) 

e* disposing of appeal, on consent, 169(3) 

* normal reassessment period, defined, 152(3.1) 

¢ second notice of objection not required, 
165(7) 

¢ unused Part I.3 tax credit, 152(6)(f) 

validity, 165(5), (6) 

¢ within normal reassessment period, 152(4) 


Recapture 


* capital cost allowance, see Capital cost 
allowance: recapture 


¢ eligible capital property, 14(1) 

¢ goodwill, 14(1) 

¢ SR&ED expenditures, 37(6) 

Receivables 

* in later year, reserve for, 20(1)(n), 20(8) 

¢ + where property repossessed by creditor, 

79.1(4) 

¢ 1971, ITAR 23(5)“1971 receivables” 

Receiver or receiver-manager, see also Legal 

representative : 

* clearance certificate before distributing 
property, 159(2) 

¢ deemed to be legal representative, 
248(1)“‘legal representative” 

¢ obligations of, 159 

¢ return to be filed, 150(3) 

* withholding tax, liability for, 153(1.3) 
[repealed], (1.4) [repealed], 227(5), OHI y 

Reclamation of mines, see Qualifying 

environmental trust 

Reclassification 

¢ depreciable property, change in class, 13(5) 

¢ expenditures, R&D claims, 37(12) 

Recognized stock exchange 

¢ defined, Canada-U.S. Tax Convention Art. 
XXIX A:5(a) 

Record, see also Books and records 

¢ defined, 248(1) 

Recovery 

¢ labour-sponsored funds tax credit, see 
Labour-sponsored funds tax credit: recovery 

Recreational clubs 

* non-profit, exempt, 149(1)(1), 149(5) 

Recreational facilities 

* use of, expense not deductible, 18(1)()G) 

Recreational property 

* capital cost allowance, Reg. 1102(17) 

Redemption of shares by corporation 

* capital loss denied, 40(3.6) 
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Redemption of shares by corporation (cont’d) 
¢ deemed dividend of excess over paid-up 
capital, 84(3) 


Redetermination, see Determination 
Reduction of tax, see Abatement of tax 


Reed Stenhouse Companies Ltd. 

¢ Class I shares, no deemed dividend on 
redemption, 84(8), Reg. 6206 

Refinery 

* capital cost allowance, Reg. Sch. II:Cl. 10(u), 
Sch. II:Cl. 41 

Refugee 

¢ entitled to Child Tax Benefit, 122.6“eligible 
individual’’(e)(1ii) 

Refund 


¢ after normal reassessment period, 152(4.2), 
164(1.5) 


¢ “allowable refund” to non-resident-owned 
investment corporation, 133(6), (7), 
(8)“allowable refund” 


¢ assignment of, by corporation, 220(6), (7) 

* capital gains 

ee mutual fund corporation, to, 131(2), (3) 

ee mutual fund trust, to, 132(1), (2) 

e dividend 

e« mutual fund corporation, to, 131(5) 

ee private corporation, to, 129(1) 

¢ duty of Minister, 164(4.1) 

¢ employees profit sharing plan, to former 
beneficiary, 144(9) 

e fraudulently obtained, offence, 239(1.1) 

e included in income, 12(1)(x)(iv) 

* interest on, 164(3)-(4) 


¢ Jabour-sponsored funds tax credit clawback, 
PATS) 


¢ non-resident tax, of, 227(6)-(7) 

¢ of payments, see Refund of payments 
* overpayment of tax, of, 164 

*¢ application to other taxes, 164(2) 
ee farmers and fishermen, 119(2) 

e Part I tax, 164 

¢ Part VIII 

¢* when deemed paid, 194(5) 


¢ partial refundable investment tax credit re 
scientific research and development, 164(1) 


* premiums, of, see Registered retirement 
savings plan: refund of premiums 


* provincial portion of income tax, 164(1.4) 


* RRSP premiums, of, 146(1)“refund of 
premiums” 


ee deemed receipt of, 146(8.1) 

* reassessment to give rise to, 152(4.2) 
¢ refundable dividend tax, 129 

*¢ application to other liability, 129(2) 


* repayment on objections and appeals, 
164(1.1) 


° tax, of 
ee deferred profit sharing plan, to, 202(2) 
eee application to other taxes, 203 


ee excessive, 160.1(1) 

* tax on non-qualified investment, of 
*¢ on disposition, 198(4), 199(2) 
*¢ on recovery of security, 198(5) 
¢ UI premium tax credit, 164(1.6) 


Refund benefit 

¢ defined, Reg. 8300(1) 

Refund interest 

e defined, Reg. 5203(4) 

Refund of payments 

¢ defined, for education savings plan, 146.1(1) 
Refundable capital gains tax on hand 


¢ mutual fund corporation, of, 
131(6)“refundable capital gains tax on hand” 


*¢ carryover to mutual fund trust on 
qualifying exchange, 132.2(1)(1) 
ee reduction of, 131(9) 


¢ mutual fund trust of, 132(4)“‘refundable 
capital gains tax on hand” 


ee addition to following reorganization, 
132.2(1)d) 

Refundable credits 

¢ Canadian film/video production credit, 125.4 

¢ Child Tax Benefit, 122.61(1) 

e dividend refund, 129(1) 


¢ film or video production services credit, 
125:3 


¢ GST credit, 122.5(3) 

¢ individual resident in Quebec, 120(2) 
* investment tax credit, 127.1(1) 

¢ medical expenses, 122.51 


¢ qualifying environmental trust credit, 
127.41(3) 


¢ US. social security tax adjustment due to 
treaty amendment, 122.7(2) 

Refundable dividend tax on hand, see also 

Dividend refund 

* aggregate investment income, defined, 129(4) 

¢ amalgamation, on, 87(2)(aa) 

¢ deemed, 186(5) 

¢ defined, 129(3) 

¢ foreign investment income, defined, 129(4) 

¢ “income” or “loss” defined, 129(4) 

* meaning of certain expressions, 129(8) 

* parent’s, after subsidiary wound up, 
87(2)(aa), 88(1)(e.2) 

¢ refund of, 129(1) 

e taxable dividend, defined, 129(7) 


Refundable federal sales tax credit, 122.4 
[repealed] 


Refundable goods and services tax credit, 
122.5, see also Goods and services tax (GST): 
refundable credit 


2852 


Index 


Refundable investment tax credit 

¢ deemed deduction from tax otherwise 
payable, 127.1(3) 

¢ defined, 127.1(2) 

* partial refund in respect of, 164(1) 

Refundable medical expense credit, 122.51 


Refundable Part IV tax, 186 
¢ refund of, 129(1) 


Refundable Part VII tax 

* amalgamation, on hand on, 87(2)(nn) 

° ee issuing qualifying shares, 192, 
¢ defined, 192(3), 248(1) 

e undue deferral of, 193(6) 

Refundable Part VIII tax on hand 

e defined, 194(3), 248(1) 

¢ undue deferral, 195(6) 

Refundable taxes 


e investment income of CCPC, 123.3, see also 
Dividend refund 


e Part IV tax, 186(1) 
* retirement compensation arrangement 
arrangement, 207.5(1) 
Registered Canadian amateur athletic 
association 
¢ defined, 248(1) 
* gifts to, credit for, 118.101), G) 
¢ information returns, Reg. 216 
* receipts, Reg. 3500, 3501 
¢ records to be kept, 230(2) 
¢ refusal or revocation. of registration 
¢e appeal from, 172(3)(a) 
° revocation of registration, 168 
Registered charity, see also Charity 
* accumulation of property, 149.1(8), (9) 
* books and records, 230(2) 
¢ charitable activities 
¢« Minister may specify amount expended 
on, 149.1(5) 
* communication of information by Minister, 
149.1(15) 
¢ defined, 248(1) 
¢ designation of, by Minister, as public 
foundation etc., 149.1(6.3) 
e* appeal from, 172(3)(a.1) 
¢ disbursement excess, 149.1(20) 
ee defined, 149.1(21) 
¢ donations to, see Gifts and donations 
¢ exemption for, 149(1)(f) 
¢ fund-raising event 
¢¢ exempted from general limitation on 
entertainment expense deduction, 
67.1(2)(b) 
gift to another registered charity 
* revocation of registration, 149.1(4.1) 
gifts to, 118.1(1), (3) 
information returns, 149.1(14), Reg. 204(3)(c) 
loan to donor, 118.1(15) 


¢ Minister may specify amount expended on 
charitable activities, 149.1(5) 


* non-qualified investment, tax re, 189 

penalty taxes, 188, 189 

public information return, 149.1(14), (15) 

¢ remainder interest in real property, 

disposition to, 43.1(1) 

revocation of registration, 149.1(4.1), 168 

ee tax on, 188(1), (2) 

¢ specified gift, defined, 149.1(1) 

e tax re, 188, 189 

¢ taxation year, 149.1(1) 

¢ transfer of property 

ee tax on, 188(3), (4) 

Registered education savings plan, 146.1, see 

also Education savings plan 

* accumulated income payment 

ee defined, 146.1(1) 

ee included in income, 146.1(7.1) 

ee restrictions on making, 146.1(2)(d.1) 

° amendments to, 146.1(4.1) 

* amounts received, income, 56(1)(q) 

¢ annual limit, see RESP annual limit 

* beneficiary ceasing to be resident, 
128.1(4)(b)(@) 

¢ beneficiary under 

¢* amount included in income, 146.1(7) 

ee defined, 146.1(1) 


* contribution limits, see RESP annual limit; 
RESP lifetime limit 


defined, 146.1(1) 

¢ distance education programs, 146.1(2)(g.1) 

¢ educational assistance payment, see 
Educational assistance payment 

¢ “excess amount” defined, 204.9(1), (2) 

¢ excluded amount, 146.1(7.2) 

e excluded from various trust rules, 
108(1)“trust’(a) 

e information returns 

** by promoters, 146.1(15) 

ee by trustees, 146.1(13.1) 


* interest on money borrowed to invest in, 
whether deductible, 18(11)(h) 

* money borrowed for contribution to 

¢« limitation on deductibility, 18(11)(g) 

* notice of intent to revoke registration, 
146.1(12.1) 

¢* appeal from, 172(3)(e.1) 

* notice of revocation, 146.1(12.2) 


notification to beneficiaries, 146.1(2)(1) 
overcontributions to, tax on, 204.9-204.93 
(Part X.4) 


* payments out of 

** non-residents, to, 212(1)(r) 

** residents, to, 56(1)(q), 146.1(7) 
¢ refund of payments under, 146.1(1) 
* registration 

e conditions for, 146.1(2) 

° deemed date of, 146.1(12) 
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Registered education savings plan (cont’d) 

*e¢ revocation of, 146.1(12.1), (12.2), (13), 
(14)ix 

e subscriber not taxable, 146.1(6): 

¢ tax payable by subscribers, 204.91 

° transfer of property to another plan, 


146.1(2)(g.2), G)G1)(B), 146.1(6.1), 209.4(5) 


e trust not taxable, 146.1(5), 149(1)(@u) 

° Tage of tax from payments, 153(1)(s), 
t) 

Registered home ownership savings plan, 

146.2 [repealed] 

* cost base of property held in, 50(3) 

¢ disposal of properties, 50(3) — 

* income accrued before 1986, not tax, 
12(10.1). 

¢ information return, Reg. 223 

* payments out of, to non-residents, 212(1)(p) 

Registered investment 

e defined, 204.4(1), 248(1) 

e Minister and, 204.4(2)—-(5), 204.5 

* tax on 


** on acquisition of shares. not at fair market 
value, 206.1 


*¢ on foreign property, 206 

*¢ on holding certain property, 204.6 

Registered labour-sponsored venture capital 

corporation, see Labour-sponsored venture 

capital corporation (LSVCC); registered 

Registered mail 

¢ no longer needed, for notice of objection, 
165(2) 

Registered national arts service desaiteaniGh 

¢ benefits from, included in income, 56(1)(aa) 

¢ deemed to be registered charity, 149.1(6.4) 

¢ defined, 248(1) 

* exempt from tax, 149(1)(1) 

* prescribed conditions, Reg. 8700 


* receipts issued by, Reg. 3500“registered 
organization” 


* registration, 149.1(6.4) 

¢ revocation of designation, 149.1(6.5) 

Registered non-resident: insurer 

¢ defined, Reg. 804 

¢ withholding requirements, Reg. 800-803 

Registered pension plan, 147.1—-147.3, Reg. 

Part LXXXII-LXXXV 

* actuarial report, 147.2(3), Reg. 8410 

* actuarial surplus, transfer during 1988, 
604.01) 

¢ actuary, defined, 147.1(1) 

* administrator, 147.1(6)—(7) 

ee defined, 147.1(1) 

¢* obligations, 147.1(7) 

** requirement, 147.1(6) 

*¢ separate liability, 147.1(16) 


amendments to, 147.1(4), ate 172(3);'(5)}- 
Reg. 8511, 8512(3) 

* anti-avoidance, 146(5. Din 
annuity, rollover from RPP, 147.4 
appeal 

¢ refusal to accept phere ei ee 

172(3)(£.1), 172(5) . 

e refusal to register, from, 172(3) 
application for registration, 147.1(2), age 
aoa 26) 

“as registered” meaning, 147. 1(15) 
average wage, defined, 147:1(1) 
balance of annuitized voluntary contributions, 
60.2(2) 
benefit flowed through trust, 104(27) 

¢ unauthorized, 147.3(10), (12) 
benefit provisions, transfer between, 
147.3(14.1) 


benefits, association of, with cniplonetil Bee. 
8305 


benefits taxable, 56(1)(a)(1) 


¢ exception when contribution made before 
1946, 57 


certification of past service benefit, see Past 
service event 


communication of information re, 
241(4)(d)(vii) 

compensation, defined, 147.101) — 
conditions, 147.1(2), (5), Reg. 8501-8506 
continuation of, in amalgamation, 87(2) 
contract under, 254 

contribution, prescribed, 147.2(2), Reg. 8516 


death of contributor, amount deductible, 
147.2(6) 


defined, 248(1); ITAR 17(8) 
defined benefit provision, defined, 147.1(1) 
definitions, 147.1(1) 
designated plan, Reg, 8515 
* special rule, Reg. 8515 


eligible contribution, defined, 147.2(2), Reg. 
8515(5), 8516 
employee’s contribution deductible, 147. 2(4), 
Reg. 8502(b)(i), 8503(4)(a), (b) 
employer’s contribution 

¢ deductible, 20(1)(q),.(s), 147.2), Res 

Part XXVII 

¢ defined benefit provision, 147.2(2) 

¢ filing of actuarial report, 147.2(3) 

¢ limits, 147.1(8), (9), Reg. 8506(2) 

¢ not taxable benefit, 6(1)(a)(1) 
exempt from tax, 149(1)(0), (0.1) 
excluded from various trust rules, 
108(1)“trust’’(a) 
filing annual return, Reg. 8409 
foreign plan, see Foreign plan (pension plan) 
foreign property holdings, tax on, 205-207 
grandfathered plan 


* complying before March 1996 budzet 
date, Reg. 8509(13) 
° defined, Reg. 8500(1) 
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Registered pension plan (cont’d) 


mere bak references to “approved” plan, [TAR 
income accruing in 

* not taxed by U.S.; Canada-U.S. tax treaty 

Art. XVUI:7 

information return, Reg. 8409 
limits on contributions, 147.1(8), (9), 
147.2(4), Reg. 8506(2) 
member of plan, defined, 147.1(1) 


Minister to obtain advice of Superintendent 
of Financial Institutions, 147.1(17) 


money borrowed for contribution to 
¢ limitation on interest deductibility, 
18(11)(c) 
money purchase limit, defined, 147.1(1) 
money purchase provision, defined, 147.1(1) 
multi-employer plan 
* anti-avoidance, 147.104) 
* becoming revocable plan, 147.1(9) 
¢ defined, 147.1(1), Reg. 8500(1). 
* pension adjustment limits, 147.1(9) 
* registration requirements, Reg. 8510(7) 
* — specified 
defined, 147.1(1), Reg. 8510(2) 
rules, Reg. 8510(3), (S)-(7) 
no tax payable by, 149(1)(0), (0.1) 
non-residents 
¢ . for, not subject to Part XI, 205(a) 
* payment under, withholding tax, 212(1)(h) 
participating employer, defined, 147.1(1) 
past service benefits, determination of, 
147.1(10) 
past service contributions 
¢ additional voluntary contributions, 
deductible for 1986, 8(1.1) 
¢ by employee 
rollover where pre-March 28, 1988° 
commitment, 60(j.02) 
* by employer 
deductible, 147.2(2), Reg. 8516(2) 
past service event 
¢ defined, 147.1(1), Reg. 8300(1), (2) 
* restrictions on pension funding and 
benefits, 147.1110), Reg. 8306, 8307(2) 
past service payments into, 57(4) 
ayment under, taxable, 56(1)(a)(), 
212(1)(h), 254 
pension adjustment, see Pension adjustment 
pension adjustment limits, see also Pension 
adjustment 
plan as registered, 147.1(15) 
prohibited investments, Reg. 8502(h), 8514(1) 
refund of undeducted past service additional 
voluntary contributions, 60.2(1) 
registration of, 147.1(2),.(3) 
* additional conditions, 147.1(5) 
* amendments, conditions for acceptance of, 
147.1(4) 


* deemed from time of application, 147.1(3) 


¢ regulations, 147.1(18), Reg. Part 
LXXXIII-LXXXV 


* revocation of, 147.1(13), 147.3(12) 

notice, 147.1(12) 

notice of intention, 147.1(11) 
repayment of post-1989 benefits, 609.04) 
repayment of pre-1990 benefits, 609.03) 
reporting requirements, Reg. 8400-8410 
retiring allowances transferred to, 60(j.1) 
rollover to RPP annuity, 147.4 
salary deferral leave plan, Reg. 8508 
single amount, defined, 147.1(1) 
specified multi-employer plan 

¢ defined, 147.1(1), Reg. 8510(2) 

¢ rules, Reg. 8510(3), (5)-(7) 

¢ spouse, defined, 147.1(1) 

«successor plan, Reg. 8308(8) 
tax re foreign property, 205—207 
teacher’s contributions, 147.2(5) 


transfer of property between benefit 
provisions, 147.3(14.1) 


transfers from 
* actuarial surplus, 60(j.01), 147.3(4.1) 
¢ another RPP, to, 147.3(1)-(8), Reg. 8517 
e death, on, 147.3(7) 
e deemed, 147.3(14) 
¢ division of amount transferred, 147.3(11) 
e excess, 147.3(13) 
¢ lump sum on death, 147.3(7) 
e marriage breakdown, on, 147.3(5) 
¢ — pre-1991 contributions, 147.3(6) 
¢ RRIF, to, 146.3(2)(f)(v), (vi), 147.3(), 
(4)-(7), (10) 
¢ RRSP, to, 147.3(1), (4)-(7),, 10) 
* restrictions re, 147.3(12) 
* spousal RRSP, to, 60(j.2) 
* taxation of amount transferred, 147,39) 
transfers to 
* actuarial surplus, of, 60(j.01), 147.3(4.1) 
¢ another RPP, from, 147.3, Reg. 8517 
¢ deferred profit sharing plan, from, 147(19) 
via a trust, 104(27.1) 
* marriage breakdown, on, 147.3(5) 
* pension benefits received through trust, of, 
60(j) (it) 
¢ RRSP, from, 146(16) 
¢ retiring allowance, 60().1) 
* unregistered plan, from, 60()() 
wage measure, defined, 147.1(1) 


Registered retirement income fund 
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acceptance for registration, 146.3(2) 
administration fees, non-deductible, 18(1)(u) 
amended 

¢ deemed receipt, 204.2(1.4) 
amounts received, income, 56(1)(t) 


annuitant ceasing to be resident, 
128.1(4)(b)G) 
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pegs retirement income fund (cont’d) 
annuitant, defined, 146.3(1) 


* annuities, holding of, 146.3(1)“qualified 
investment’’(b.1), (b.2) 

¢ benefits taxable, 146.3(5) 

* business carried on by, 146.3(3)(c) — 

¢ carrier, defined, 146.3(1)“annuitant” 

¢ change in fund after registration, 
146.3(11)-(13) 

* common-law spouse, breakdown of 
relationship, 146.3(14)(b) 

¢ death of last annuitant, 146.3(6)-(6.2) 

e defined, 146.3(1) 

e designated benefit 

ee amount deductible, 146.3(6.2) 

ee deemed received, 146.3(6.1) 

ee defined, 146.3(1)“designated benefit” 


ee transfer of, to spouse, child or grandchild, 
146.3(6.11) 


¢ disposition of property to 
capital loss nil, 40(2)(g)(iv)(A) 
¢ eligible amount, 146.3(6.11) 


* excessive small business property holding, 
tax, 207.1(5) (repealed retroactively) 


¢ excluded from various trust rules, | 
108(1)“trust’’(a) 

¢ exempt from tax, 146.3(3), 149(1)(x) 

¢ income accruing in 

ee not taxed, 146.3(3), 149(1)(x) 


ee not taxed by U.S., Canada—U:S. tax treaty 
Art. XVII:7 
* income not subject to annual accrual, Reg. 
7000(6) 
¢ information returns, Reg. 215 


¢ interest income deemed not received. by 
annuitant, 146.3(15) 

* investment counselling fees, non- -deductible, 
18(1)(u) 

_* life income fund, treated as RRIF (no 

‘ legislative provisions; see Notes to 147,3(1)) = 


¢ locked-in annuities, 146.3(1)“qualified 
investment’’(b.2) 


* minimum amount 
ee defined, 146.3(1) 


*¢ requirement to pay out annually, 
146.3(1)“retirement income fund” 


¢ non-qualified investments, 146.3(7)-(9) 

* non-resident, payment to, 212(1)(q) 

* payments under 

*¢ attributed to spouse, 146.3(5.1) 

*¢ joint and several liability for tax on, 
160.2(2)-(4) 

*¢ non-resident, to, 212(1)(q) 

election to file return, 217 

ee taxable, 146.3(5) 

ee withholding of tax, 153(1)() 

* property 

ee disposition or acquisition, 146.3(4) 

ee transfer of, 146.3(14) 


*e¢ used as security, recovery. of, 146.3(10) 

¢ “property held” in connection with the fund, 
146.3(1) 

¢ qualified investment, defined, 146.3(1) 

* registration of, 146.3(2) 

¢ retirement income, defined, 146(1) 

* retirement income fund, defined, 146.3(1) 

e revocation of registration, 146.3(11)—(13) 

* services in respect of, non-deductible, 
18(1)(u) 

¢ tax-paid amounts, see Tax- “paid amount 

* tax payable by 

** on acquisition of shares not at fair market 

value, 206.1 


*e on foreign property, 206 

ee on holding certain property, 207.1(4) 

¢ transfers from 

ee another RRIF, to, 146.3(2)(e), 146.3(14)(a) 
ee marriage breakdown, on, 146.3(14) 

ee RRSP, to, 146.3(14)(a) ' 


spouse’s RRSP, to, on marriage 

breakdown, 146.3(14)(b) 

¢ transfers to 

ee amount to be included in income, 
146.3(5.1) 

ee another RRIF, from, 146.3(14)(a) 


ee balance of annuitized voluntary 
contributions, pre-10/9/86, 60.2(2) 

e« deceased spouse’s RRSP, from, 60(1) 

ee RPP, from, 146.3(2)(f)(v), (vi), 147.3(1), 
(4)-(7), (0) 

ee RRSP, from 146(16), 146.3(5.1) 

ee rules, 146.3(5.1)-(5.5) 

¢ trust, not taxed, 146.3(3), 149(1)(x) 


Registered retirement savings plan 
e administration fees, non-deductible, 18(1)(u) 
¢ age 69 maturity, 146(2)(b.4), 146(13.2) 
¢ amended plan, 146(12) 
ee deemed receipt, 204.2(1.4) 
** payments out of, subject to withholding of 
tax, 153(1)qg) 
amount deductible 
° excess premiums, 146(8.2) 
aie deemed not premiums, 146(8.21) 
amount included in computing income, 
146(8.3)-(8.7) 
* amounts received from, income, 56(1)(h), 
146(8) 
* annuitant ceasing to be resident, 
128.1(4)(b)(@) 
¢ annuity acquired or provided under, pre- 
Oct9/86 


ee balance of annuitized voluntary 
contributions to RPP, 60.2(2) 
¢ attribution rule re payments from spousal 
plan, 146(8.3) 
¢ benefits under, 146(8)-(8.91) 
ee deduction for estate tax, 60(m) 


¢* succession duties on, deduction for, 
60(m.1) 
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Registered retirement savings plan (cont’d) . 
** where plan not registered at end of year , 
entered into, 146(15) 


¢ borrowing against, 
** income inclusion, 146(10)(b) — 
¢¢ prohibited for depositary plan, 


146(2)(c.3)(i1) 

* borrowing from, to purchase a home, see : 
Home Buyers” Plan 

¢ business carried on by, 146(4)(b) ° 

¢ change in, after registration, 146(12), (13) ° 


advantage extended by issuer, 146(13.1) 
* common-law spouse, breakdown of 


relationship, 146(16) ° 
* contributions, see premiums (below) ° 
* cumulative excess amount re; 204.1(2.1), ° 
204.2(1.1) ° 
¢ death, effect of, 146(8.8)-(8.91) e 


refund of premiums to child or grandchild, . 
rollover to new RRSP, 60(1)(v)(B.1) 
e deduction limit, 146(1)“RRSP deduction 
limit” 

defined, 248(1) 
¢ defined, 146(1) 


¢ definitions, 146(1) ° 
¢ disposition of property to A 
¢e capital loss nil, 40(2)(g)(iv)(B) A 
¢ dollar limit, 146(1)“RRSP dollar limit” ; 
ee defined, 248(1) . 
¢ election re refund of premiums, ITAR 61(2), a 

Reg. 5600 
* excess amount fora year re, 204.2(1) 
¢ excess contributions , 
e* ~ tax on, 204.1 
ee withdrawal of, 146(8.2) ~ e 
* excessive small business property holding, 

tax, 207.1(5) (repealed retroactively) ° 
e excluded from various trust rules, ° ° 

108(1)‘‘trust’’(a) ( J 
¢ exempt from tax, 146(4), 149(1)(r) f 
¢ foreign property of 
ee defined, 206(1), Reg. 5000 i 
ee tax re, 205-207 . 
* Home Buyers’ Plan, see Home Buyers’ Plan ‘ 
¢ home mortgage as investment, Reg. 

4900(1)Q) i" 
* income accruing in E 
e* not taxed, 146(4), 149(1)(r) . 
e* not taxed by U.S., Canada—U.S. Tax : 


Convention Art. XVIII:7, Art. XXIX:5 

* income not subject to annual accrual, Reg. 
7000(6) | 

¢ information returns, Reg. 214 

* interest on money borrowed to invest in, not 
deductible, 18(11)(b) 

* investment counselling fees, non-deductible, 
18(1)(u) 

* investment in small businesses, Reg. 4900(6), 
(12) . 

* issuer extending advantage, 146(13.1) ° 
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“issuer” of, defined, 146(1) 

labour-sponsored venture capital corporation 

shares, acquisition of, 127.4(1)“qualifying 

trust” (3) | 

life insurance policies, 146(11) 

maturity by age 69, 146(2)(b.4), 146(13.2) 

money borrowed to pay premium . 
limitation on interest deductibility, 
18(11)(b) 

mortgage as investment, Reg. 4900(1)GQ) 

net past service pension adjustment, meaning, 

146(1) 

non-qualified investments, defined, 146(1) 
disposition of, 146(6) ' 

non-resident withholding tax, 212(1)() 

overcontribution to 
no deduction for, 146(5) 
non-deductible, withdrawal of; 146(8.2 
tax on, 204.1(2.1) 


transfer from RPP, deduction if 
withdrawn, 147.3(13.1) 


payments under 
joint and several liability for tax on, 
160.2(1), (3), (4) 
non-residents, to, 212(1)() 
° election to file return, 217 
remuneration, Reg. 10001) — 
taxable, 56(1)(h), 146(8), 212(1)() 
withholding tax, 153(1)Q) 
pledging assets of, see borrowing against 
(above) 
premiums 
Aree deductible, 60(i), 146(5), (5.2), 
1) 
excess, refunded, deemed not premiums, 
146(8.21) 
paid before registration, 146(14) 
refund of, on overcontribution, 146(8.2) 
undeducted, 204.2(1.2) 
property used as security for loan, recovery 
of, 146(7) 
retiring allowance, transfer to, 60(.1) 
qualified investments of, 146(1), Reg. 4900 


recontribution of certain withdrawals, 
deduction for, 146(6.1) 


refund of excess contributions, 146(8.2) 
refund of premiums, 146(1) 
death before 1972, ITAR 61(2), Reg. 5600 
deemed receipt of, 146(8.1) 
defined, 146(1) 
estate, to, 146(8.1) 
transferred to annuity, RRSP or RRIF, 
60(1) 
used to purchase income-averaging 
annuity contract, deductible, 61(2)(d) 
registration of, 146(2), (3), (13.1) 
change after, 146(12), (13) 
rules governing, 146 
security, not to be used as, 146(2)(c.3)(i1) 
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Registered retirement savings plan (cont'd) 

* services in respect of, non-deductible, 
18(1)(u) : 

¢ spousal plan, 146(8.3) 

ee attribution on withdrawals, 146(8. 3) 

ee defined; 146(1) 

e* premiums 

eee amount deductible, 146(5.1) 

PE not subject to income attribution rules, 

74.5(12) 


ee transfers to, from RPP or DPSP, 60G.2) 
* spouse 

ee breakdown of relationship, on, 146(16) 
¢ tax on over-contributions to, 204.1 

¢ tax-paid amounts, see iene amount 

¢ tax payable by 


¢* on acquisition of shares hot at fair market 
value, 206.1 


*¢ on foreign property, 206... 
¢¢ on holding certain property, 207.1(1) 
e* termination at age 69, 146(2)(b.4).: 


¢ transfer from, to other plan or RRIF, 60(1), 
146(16) 


ee amount to be included in income, 
146.3(5.1) 


ee rules, 146.3(5.1)-(5.5) 

ee tracking of funds, 146(8. ye 

* transfer to 

ee another RRSP; oie 146(16) 

*¢ capital loss denied, 40(2)(g)(iv)(B) 

ee DPSP, from, 147(19) , 

¢* deceased person’s RRSP, from, 60(1) 

** pension benefits received through a trust, 


60(j) (ii) 
ee RPP, from, 147.3(1), (4)-(7), (10) 
eee division of amount transferred, 
147.3CL1L) 
eee taxation of amount transferred, 
147.3(10) 


°° RRIF, from, 146.3(14) 
*¢ retiring allowance, 60G. 1) 


** spouse, for, on marriage breakdown, 
147.3(5) 


**  spouse’s RPP or. DPSP, from, 60(j.2) 
** unregistered plan, from, 60(j)G) 

on ATUsl 

ee¢ disposition of property by, 146(9) 


*¢ non-qualified investments ‘acquired by, 
146(10) 


*¢ non-qualified: investments held by 
eee tax payable, 146(10.1) 

ee not taxed, 146(4), :149(1)(r) 

¢ unused deduction room, meaning, 146(1) 


* United States residents, deferral, Canada-U.S: 


Tax Convention Art. XVIII:7 


¢ withdrawal of funds to purchase home, ‘see 
Home Buyers’ Plan 


Registered securities dealer, see also Broker; 
Investment dealer; Securities 


¢ defined, 248(1) 


* securities lending arrangement payments, to 
non-residents. 

ee exemption from. withholding tax, 

212(1)(b)(xii) 

ee information return required, 212(18) 

ee tax on excessive payments, 212(19) 

¢ software development by, no R&D credits, 
248(1)“scientific research and experimental 
development’’(b)(ii) 

Registered segregated fund trust 

e excluded from various trust rules, 
108(1)‘‘trust’’(a) 

Registered supplementary iicnployibnt 

benefit plan 

¢ amendment of, amounts received, 145(4) 

¢ benefits received, income, 56(1)(g) 

¢ defined, 145(1) 

¢ employer’s contribution under, 20(1)(x), 
145(5) 

e excluded from various trust rules, 
108(1)“trust’’(a) 

* trust not taxable, 145(2), 149(1)(q) 

¢ winding-up of, amounts received, 145(4) 

Registration £55 : 

¢ business, see Business number 


e Canadian amateur athletic association, 
248(1)“registered Canadian amateur athletic 
association” 

** appeal from refusal or revocation ‘by 

Minister, 172(3), (4) 

¢ certificate in Federal Court, of tax.owing to 
Crown, 223(3) 

¢ charity, 248(1)“registered charity” 

*¢ appeal from refusal or revocation by 

Minister, 172(3), (4) 


¢ deferred profit sharing plan, 147(2)— (5), Reg. 
1501 


° eduenties savings plan, 146.1(2), (4), (12) 

¢ employees profit sharing Phan as DPSP, 
147(3), (4) 

¢ GST, see Business number 


¢ labour sponsored yenture capital corporation, 
204.81(1) 


¢ multi-employer pension plan, Reg. 8510(7) 
* national arts service organization, 149.1(6.4) 


*¢ appeal from refusal or revocation by 
Minister, 172(3), (4) 


* pension plan, 147.1(2), (3), Reg. 8512(1) 

¢¢ — multi-employer plan, Reg. 8510(7) 

¢ profit sharing plan, as DPSP, 147(2) 

¢ registered education savings plan, see 
education savings plan (above) 

* registered investment, deemed, 204.4(7) 

* registered pension plan, see pension plan 
(above) 

* registered retirement income fund, see 
retirement income fund (below) 
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Remar (cont'd) 
registered retirement savings plan, see 
retirement savings plan (below) 


* retirement income fund, 146.3(2) 

* retirement savings plan, 146(2), (3), (13.1) 
* revocation of, see Revocation of registration 
* tax shelter, 237.1, see also Tax shelter 


Regular adjustment period 

¢ defined, re indexed debt obligation, ave 
7001(7) 

Regular customers 

¢ defined, for FAPI rules, 95(2: 4b)" 


Regulated Investment Company (U.S. Ng 
¢ dividend paid to Canadian resident, 
Canada-U. S: Tax Convention Art. X: 7b)" 
Reaulations. 
definitions in, Interpretation “ACE S.10.” 
¢ failure to comply with, penalty, 162(7) - 


° incorporate material amended from time to 
time, 221(4) 


¢ Income Tax, reproduced after the Income Tax 
Act and Income Tax Application Rules 

e judicial notice to be taken of, 244(12) 

¢ meaning, 248(1) 

¢ provision for,’ 147. eee 214(13), 2155); 
221(1) 

¢ publication of, in Pada Gazette, 221(2) 

e reducing amount of non- -resident hydaabeevlin g 
tax, 215(5) ' 

¢ residents in Canada, re, 214(13) 

* retroactive effect, limitation on, 221(2) 

¢ whether binding on Her MOR. 221(3) 


Rehabilitative therapy 

¢ for hearing/speech loss, medical CAPENSE, 
118.2(2)(1:3) 

Reimbursement 

¢ alimony or maintenance payments, 56(1)(c.2), 
60(c.2),. 

¢ disability insurance top- ‘ paid by employer, 
8(1)(n.1) 

¢ election to offset against outlay or expense, 
12(2.2) 

e included in income, 12(1)(x) . 

¢ prescribed amount, Reg. 7300 

¢ inducements, 20(1)(hh) 

* legal expenses of collecting salary etc., re 

** included in employee’s income, 6(1)Q) 

* medical expenses, 118.2(3)(b) 

* motor vehicle expenses, in respect of, 
6(1)(b)(xi) 

¢ payments as 

*« — election re adjusted cost base, 53(2)\(s), 

>3(c,t) 

° petroleum/natural gas etc. royalties included 
in income, for, 80.2 

* received by beneficiary of trust, or partner, 
T2271) 

¢ salary or wages, of, 8(1)(n) 

* support payments, 56(1)(c.2), 60(c.2) 


Reimbursement payment 
¢ defined (re top-up ge cunt 
8(1)(n. 1)@) 
Reinsurance commission 
¢ deduction, 20(1)(j) 
¢ defined, Reg. 1404(2) [to be repeated} 
1408(1) », 
¢ inclusion in income, 12(1)(s) 
e reserve for, 20(7)(c) 
Related group, defined, 251(4) 
Related persons, see also Associated 
corporations 
¢ defined, 251(2) 
°* — extended meaning under debt forgiveness 
rules, 80(2)(j) 
e* special rule for butterfly transactions, 
55(5)(e) ask 
** special rule for deemed dispositions of” 
trusts, 104(5.7)(b) 


¢¢ — ‘special rulé for financial institutions tax, 
190.15(6) 


¢* special rule for foreign affiliates, 
95(2.2)(b), '95(6)(a)a) 
** special rule for transfer pricing, ) 
Canada-U.S. Tax: Convention Art. [X:2 

Related segregated fund trust, 138.1 

¢ adjusted cost base of, 53(1)(1), 53(2\(q) 

e defined, 138. 1(1)(a) 

* flow-through entity for capital gains 
exemption, 39.1(1), (6) 

¢ minimum tax not payable, 127.55(f)G) 

Relationship, defined, 251(6) 

¢ for certain Part I.3 purposes, 181.3(4), 
181.5(6) 

Release or surrender, defined, 248(9) 

Relevant authority, see also Competent 

authority 

¢ defined, Reg. 1404(2) [to be repealed], 
1408(1) 

Relevant contribution (re eligible funeral 

arrangement) 

¢ defined, 148.1(1) 

Relevant limit (re debt forgiveness rules, 

partnerships) ~ 

e defined, 80(15)(b) 

¢ limitation’ on deduction to partner, 80(15)(a) 

Relevant loss balance (for debt forgiveness 

rules) 

¢ application of, 80(3), (4) 

¢ defined, 80(1) 

Relevant period 

¢ defined, 104(5.7) : 

¢ for deferred income plans, foreign property, 
Reg. 5000(7) 

¢ for trust deemed disposition rules, defined, 
104(5.7) , 

Relevant tax factor (for FAPD 

¢ defined, 95(1) 
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Religious order, members’ charitable gifts, 
110(2) 

Religious organization, see Comminial 
organizations; Registered charity 


Relocation counselling, see Counselling 

services 

Remainder interest, disposition of, see Life 

estate in real property 

Remission orders 

° text of, reproduced after the Income Tax 
Regulations 

Remittance of taxes withheld, 

Withnolge tax 


deemed remitted on day received by Receiver 
General, 248(7) 


° interference with, by secured creditor, 
227(5.2)—(5.5) (draft) 

° large employers must remit through financial 
institution, 153(1), Reg. 110 

¢ small employers, quarterly remittance, Reg. 
108(1.12) 

* source withholdings, Reg. 108 

e unclaimed dividends and interest, cae 
Reg. 108(4) 

Remote work site, employment at, 6(6), see 

also Northern Canada 

Remuneration, 

¢ defined 


*¢ for Canadian film/video tax credit, Reg. 
1106(1)“‘remuneration” 


¢¢ for source withholdings, Reg. 100(1) 
¢ information returns, Reg. Part II 

¢ ranges of, Reg. Sch. I ‘ 

° total 

ee defined, Reg. 100(1) 

¢ unpaid, 78(4) 

¢ withholding of tax on, 153(1)(a) 

ee failure to remit amounts withheld, 


see also 


see also Salary 


227(9.5) 
ee failure to withhold, 227(8.5) 
Renovations 


e disability-related 

e° deductible, 20(1)(qq) 

*¢ medical expense credit, 118.2(2)(.2) 
Rent 

¢ accrual of, to date of death, 70(1)(a)-.. 
¢ deduction for, 9(1) 

¢ future period, for 


2 not * ‘outlay” or “expense” 66(15)“outlay 
or “expense” 


* income 


*¢ whether specified investment business, 
125(7)“specified investment business” 

° office, paid by employee, 8(1)(i)(ii) 

°° certificate of employer, 8(10) 

* paid on depreciable property before 

acquisition, deemed CCA, 13(5.2) 
* paid to non-resident, 212(1)(d), 212(13) 
ee alternative tax, 216 


9° 


ee re railway rolling stock, exemption, 
212(1)(d)(vii) 

* scientific research expenditures, limitations, 
37(8)(d)(i1) 

* treaty rules, Canada—U.S. Tax Convention 
Art. VI 

Rental or leasing property | 

e defined, 127.52(3).. 

* minimum tax, 127. 52(1)(b), (c)(ii) 


Rental properties 

¢ capital cost allowance, Reg. 1100(11)—(14.2), 
1101(1ac)-(lae) 5 

** non-arm’s length exception, Reg. 1102(20) 

* defined, Reg. 1100(14)-(14.2)._ | 

¢* minimum.tax, 127.52(1)(b), (c.2)(ii), 
127.52(3)“rental or leasing property” 

Renunciation, see Flow-through shares 

Reorganization, see also Amalgamation; 

ReL Ouse Winding-up 
butterfly, 55(3)(b) 

* causing security of deferred. income plan to 
become foreign property, 206(3.1) 

* corporate, generally, 84-88 

¢ divisive (butterfly), 55(3)(b) 

¢ effect on stock options, 7(1.4), (1.5) 

* mutual fund corporation or trust, 132.2 

* of business, payment'to shareholder deemed 
dividend, 84(2), (6) 

* of capital, exchange of shares, 86(1); ITAR 
26(27) 

* property acquired in course of 

°¢ capital cost allowance, Reg..1100(2.2) 

* treaty protection, Canada—U.S::Tax 
Convention Art. XIII:8 : 

Repaid amount (tax shelter investment) 

¢ defined, 143. 2a) 


Repair 

¢ automobile, see Automobile: operating costs 

Repayment, see also Reimbursement 

* amount previously included in.income, 
20(1)(m.2) 

* application to other taxes, 164(2) 

* employment insurance benefits, 60(n), (v.1) 


* government assistance, see 
Assistance/government assistance: repayment 
of 


¢ inducements, 20(1)(hh) 

* overpayment of interest, by taxpayer, 
164(3.1) 

ee deduction for, 20(1)()) 

* pension benefits, 60(j.03), (j. 04) 

¢ policy loan, 60(s) 

¢ shareholder’s loan, 20(1)() 

* tax, see Refund 

* unemployment insurance benefits, 60(n), (v.1) 

Repeal 

¢ legislation, Interpretation Act s. 25(1) 

¢ regulations, Interpretation Act s. 31(4) 
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Replacement cost of property 

¢ value of inventory, 10(4) 

Replacement obligation 

* corporation in financial difficulty, exemption 
from non-resident withholding tax, 212(3) 

Replacement property, see also Exchanges of 

property 

e defined 

¢¢ for capital property, 44(5) 

ee Hopson ee capital property, 13(4), 

** for eligible capital property, 14(6), (7) 

¢* for Home Buyers’ Plan, 146.01(1) 

Reportable transaction 

¢ defined, re transactions with non-residents, 
233.11) 

Reported reserve (of insurer) 

¢ defined, Reg. 1404(2) [to be repealed], 
1408(1) 

Reporting entity 

¢ foreign affiliate reporting 

ee defined, 233.4(1) 

¢* obligation to file, 233.4(4) . 

¢ foreign property reporting 

ee defined, 233.3(1) 

ee obligation to file, 233.3(3) 


Reporting partnership 
¢ defined, re transactions. with non-residents, 
233.11) 

Reporting person — 

¢ defined, Reg. 221(1) 

** re transactions with non-residents, 
233.1(1) 

*¢ re qualified investments and foreign 
property, 221(1) 

Reporting requirements, see Information return 


Repossession of property 

¢ effect on creditor, 79.1 

¢* capital gains reserve, 79.1(3) 

¢ + deemed cost of seized property, 79.1(6) 
e+ jn same taxation year as sale, 79.1(5) 
ee inventory reserve, 79.1(4) 

¢ effect on debtor, 79 

Representation allowances, not income, 
6(1)(b)(iii), (iv) 

Representation expenses 

¢ deductible, 20(1)(cc) 

* deemed deducted as depreciation, 13(12) 
* election to defer, 20(9), Reg. 4100 
Representative of deceased taxpayer, see 
Legal representative of deceased taxpayer 
Requirement, see Demand; Garnishment for 
taxes unpaid 

Rescheduling of debt, expenses deductible, 
20(1)(e)(ii.2), 20(1)(e. 1) Gil) 

Research and development, see Scientific 
research and experimental development 


Research grant 

* receipt of, income, 56(1)(0) 

¢ refund of, 56(1)(p) 

* repayment of, deductible, 60(q) 


Reserve 

¢ allowed, 20(1)(1)-(o) 

¢ amalgamation, on, 87(2)(g), (i), Q) 

¢ amount not due until later year, 20(1)(n) 

ee no deduction in certain circumstances, 

20(8) 

* business income, 1995 stub period, 34.2(4) 

¢ capital gain, 40(1)(a)(iii), 40(2)(a) 
donation to charity of non-qualifying 
security, 40(1.01)(c) 

° disallowed in year of death, 72(1)(c) 
on exchange of property, 44(1)(e)(ili) 
where property repossessed by creditor, 
79.1(3) ; 

* contingent account, limitation on 

deductibility, 18(1)(e) 
credit unions, Reg. Part VI 
debt forgiveness, 61.2-61.4 
defined 

¢ for capital gains, 40(1)(a)(ii1) 

¢ for large corporations tax, 181(1) 

for registered labour-sponsored venture 

capital corporations, 204.8 

¢ disallowed, 18(1)(e), 20(7) 

¢ donation of non-qualifying security to charity, 

40(1.01)(c) 
disallowed in year of death, 72(1)(c) 

doubtful debts, 12(1)(d), 20(1)() 

exchange of property, 44(1)(e)(iii) 

foreign exchange restriction, 91(2), (3) 

goods not delivered, 12(1)(e), 20(1)(m) 

guarantees etc., for, 12(1)(d.1) 

impaired debts, 20(1)()Gi) 

imputed to spouse on death of taxpayer, 

72(2) 

¢ insurance agent or broker, 32 

* insurer, see Insurance corporation: unpaid 
claims reserve adjustment 

¢ inventory, 20(1)(n) 

«where property repossessed by creditor, 

79.1(4) 

¢ life insurer’s, 138(3) 

¢ limitation on deductibility, 18(1)(e) 

* manufacturer’s warranty, 20(1)(1), (m), (m.1), 
(n), (0) 

* maximum cumulative, of credit union, 
137(6)“maximum cumulative reserve” 

* negative, of insurer, 20(1)(e.1), '20(22), Reg. 
1400(2) 

¢ net, of financial institution [pre-1993], 12.3, 
20(26) 

¢ not deductible, 18(1)(e), 20(7) 

¢ quadrennial survey, 12(1)(h), 20(1)(0), Reg. 
3600 | 

¢ reported (insurer), Reg. 1404(2) [to be 
repealed], 1408(1) 
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Reserve (cont’d) 
¢ sectoral, defined, 20(2:3) 


* services not rendered, 12(1)(e), 20(1)(m) 
¢ transportation tickets, 20(6) 

¢ undelivered food or drink, 20(6) 

¢ unearned commissions, 32 


¢ unpaid claims, see Insurance corporation: 
unpaid claims reserve adjustment 


* unpaid insurance policy claims 

ee limitation, 18(1)(e.1) 

e unrealized receivables, 20(1)(n) 

¢ year of death, not deductible for, 72(1) 


Reserve amount 
* re resource property, defined, 66(15) 


Reservoir 

* substances injected into, deduction for, 
20(1)(mm) 

Residence, principal, see Principal residence 

Resident compensation 

¢ defined, Reg. 8300(1) 

Resident of Canada 

¢ absent from Canada 


*¢ child care, moving, and attendant 
expenses, 64.1 


¢ becoming, see Becoming resident in Canada 


* ceasing to be, see Ceasing to be resident in 
Canada 


* corporate emigration, 219.1 

* corporation, 250(4) 

* corporation deemed not, 250(5) 

¢ deemed, 250 

*¢ for capital gains exemption, 110.6(5) ° 
ee tuition credit, 118.5(2) 

¢ defined, 250 

ee offshore trust, 94(1)(c)(i) 


* entitled to U.S. treaty benefits, Canada-US. 
Tax Convention Art. XXIX A:2 


* extended meaning of, 250(1), (2) 

* former, deemed employed in Canada, 
115(2)(c) 

* income earned in a province, Reg. 2601 

¢ liability for tax, 2(1) 

* ordinarily, meaning of, 250(3) 

* part-year, see Part-year resident 


* partnership, Income Tax Conventions 
Interpretation Act 6.2 


* qualifying environmental trust, 250(7) 

¢ regulations re, 214(13) 

¢ short-term, 128.1(4)(b)(v) 

¢ treaty purposes, Canada—U.S. Tax Convention 
Art. IV 

Residential property 

¢ defined, for minimum tax purposes, 127.52(3) 

° partnership investing in 


*¢ capital cost allowance limitation, 
127 22) 


Residual balance (upon debt forgiveness) 

¢ defined, 80(14) 

e included into income, 80(13) 

Residual portion (on disposition of specified 
debt obligation), see also Current amount (on 
disposition of specified debt obligation) 

¢ application of, 142.4(4) 

¢ defined, 142.4(8) 

Resource 

¢ defined, Reg. 1206(1) 

e mineral, see Mineral resource 


Resource activity 

¢ defined, for resource allowance claims, Reg. 
1206(1) ) 

Resource allowance, 20(1)(v.1), Reg. 1210, see 

also Depletion allowances 

¢ additional, Reg. 1210 

* amalgamation, Reg. 1214 

¢ deduction for, 20(1)(v.1), 20(15), 65, Reg. 
Part XII 

¢ definitions, Reg. 1206 

¢ earned depletion base, Reg. 1205 

* not claimed at partnership level, 96(1)(d) 

* partner, of, Reg. 1210(3) 

* resource profits, defined, Reg. 1204 

Resource expenses, see also Canadian 

development expense; Canadian exploration 

expense; Canadian oil and gas property expense 

* amounts recovered included in income, 59 

* Canadian development expenses, 66.2 

¢ Canadian exploration and development 

expenses, 66(1) 

Canadian exploration expenses, 66.1 

Canadian oil and gas property expenses, 66.4 

change of control, rules, 66.7(10), (11) 

cumulative offset account, 66.5 


flow-through shares, 66(12.6)-(12.74), see 
also Flow-through shares 


¢ flow-through to shareholder, 66(12.6), 
(12.62), (12.64) 


* foreign exploration and development 
expenses, 66(4) 

joint exploration corporation, 66(10)—(10.4) 
limited partner, at-risk rules, 66.8 
minimum tax, 127.52(1)(e), (e.1) 
partnership, of, 96(1)(d) 

reduction of, on debt forgiveness, 80(8) 
successor rules, 66.7 

“warehousing” prohibited, 66(19) 
Resource income 

¢ manufacturing profits, Reg. 5203 
Resource loss 

* prescribed, Reg. 1210.1 

** income inclusion, 12(1)(z.5) 

Resource profits 

¢ defined, Reg. 1204(1.1), 5202 

Resource property 

* Canadian, see Canadian resource property 
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Resource property (cont’d) 

* carved-out income, see Carved-out income 

¢ deceased taxpayer’s, 70(5.2) 

¢ disposition 

*¢ consideration for, on amalgamation, 
87(2)(p) 

e¢¢ involuntary, 59.1 

ee reserve for uncollected amount 

eoe income in later year, 59(2) 

¢ foreign, see also Foreign resource property 

** proceeds of disposition, 59(1) 

* partnership, of, ,96(1)(d) 

e rules for trusts, 104(5.2) 

e timber, see Timber. resource property 

* trust, see Resource property trust 


Resource property trust 

¢ defined, Reg. 5000(7) 

¢ information return where interest claimed to 
be qualified investment, Reg. 221 

Respiratory aids 

* medical expense, Reg. 5700(c), (c.1); (c.2) 

Respite care, see Attendant 


Restricted farm loss 

¢ addition to adjusted cost base of land, 
53(1)(@) 

¢ amalgamation, on, 87(2.1 

¢ carryover of, 111(1)(c) 

¢ deduction by partner where partnership 
disposes of land, 101 

¢ defined, 31(1), (1.1), 11109), 2481) 

° Sara SP of, by Minister, 152(1.1), (1.2); 

limitation on deductibility, 31(1), 111() 

partnership, from, 96(1) , 

reassessment, 152(6)(c) 

reduction of, on debt forgiveness, 80(3)(c) 

Restricted financial institution, see also 

Financial institution; Taxable RFI share 

e defined, 248(1) 

* dividends received on term preferred shares, 
112(2.1) 

* receiving dividends on taxable RFI shares 


e* where shares acquired under securities 
lending arrangement, 260(9) 


° software development by, no R&D credits, 
248(1)‘scientific research and experimental 
development’ (b)(i) 

Restricted financial institution (RFI) shares, 

taxable 

* tax on dividends received by restricted 
financial institution, 187.3 

ee information return, 187.5 

¢* partnership, 187.4 

Restructuring of debt, expenses deductible, 

20(1)(e)(ii.2), 20(1)(e. Li) 

Retention of books and records, 230(4), (4.1) 


Retirement benefits 
¢ defined, Reg. 8500(1) 


Retirement compensation arrangement 

¢ administration of, corporation exempt, 
149(1)(0.1)G)(B) 

* amount paid in respect of 

withholding of tax, 153(1)(p)-(r) 

* amount payable under trust, not income, 
12(1)(m)(a1) 

* amounts received under, includable in 
income, 12(1)(n.3) 

* amounts transferred under, deduction from 

income, 60(j.1) 

benefits under 
deduction from income re, 60(t) 

* includable in income, 56(1)(x), (Z) 

¢ _ not includable in employee’s income, 

6(1)(a)(i) 
ee received by another 
$19.6 joint and several liability for tax on, 


creation of trust, 207.6(1) 
deduction for contributions to, 20(1)(r) 
¢ by employee, 8(1)(m.2) 
* by employer, 18(1)(0.2), 20(1)(1) 
defined, 248(1), Reg. 6802 
disposition of interest in 
amount included in income, 56(1)(y) 
e deduction from income re, 60(u) 
disposition of property by trust, 56(11) 
distribution by trust, 107.2 . 
employee benefit plan becoming 
deemed contribution, 207.6(4) 


failure to withhold amounts in respect of, 

227(8.2) 

¢ foreign plan, see Foreign plan (pension plan) 

* incorporated employee carrying on personal 
services business, 207.6(3) 

¢ life insurance policies, 207.6(2) 

* money borrowed to make employee 
contributions 

ee limitation on interest deductibility, 

18(1 1)(e) 

* non-resident compensation plan not 
retirement compensation arrangement 

e* exception re “resident’s arrangement”, 

207.6(5) 

* payment of tax, 207.7(3) 

* portion of benefits taxable, 56(1)(a)(i) 

e prescribed plan or arrangement, 207.6(6), 
Reg. 6802 

* purchase price of interest in, paid by non- 

resident, 212(1)() 

¢ refund of tax, 207.7(2) 

¢ refundable tax, 207.5-207.7 

° defined, 207.5(1) 

° election re, 207.5(2) 

¢ resident’s arrangement, 207.6(5) 


resident’s contribution, defined, 207.6(5.1) 
severability of plan, 56(10) 
subject property 

¢ defined, 207.5(1) 


Retirement compensation arrangement (cont’d) 
* tax payable, 207.7(1) 
transfer to another RCA, 207.6(7) 
trust 
corporation administering, exempt, 
149(1)(0.1)(@)(B) 
creation of, 207.6(1) 
defined, 207.5(1) 
exempt from tax, 149(1)(q.1) 
withholding tax, 153(1)(p)-(r), Reg. 103(7) 
Retirement counselling, see Counselling 
services 
Retirement income, defined, 146(1) 
Retirement income fund, see also Registered 
retirement income fund 
registration of, 146.3(2) 
appeal from refusal, 172(3)(g), 180 
deemed refusal by Minister, 172(4)(f) 
revocation of, 146.3(11)-(13) 
services relating to, non-deductible, 18(1)(u) 
Retirement payment 
* election to average, ITAR 40 
single, from deferred profit sharing plan, 
147(10.1), (10.2), Reg. 1503 


Retirement savings plan, see also Registered 
retirement savings plan 


deemed registered, when, 204.2(3) 
defined, 146(1) 
foreign, see Foreign retirement arrangement 
registration of, 146(2), (3) 

deemed refusal by Minister, 172(4)(b) - 
services relating to, non-deductible, 18(1)(u) 
Retiring allowance 
defined, 248(1) 
income, 56(1)(a)(ii) 
legal costs of collecting or establishing right 
to 


e 
e 


deduction for, 60(0.1) 

income when recovered, 56(1)(1.1) 
paid to non-resident, 212(1)G.1) 

election to file return, 217 
repayment of, deductible, 60(n)(i.1) 
transferred to RRSP or RPP, 60(j.1) 
unpaid, 78(4) 
withholding tax, 153(1)(c), Reg. 103(4), 
(6)(e) 
Retroactive effect 


* of amendments to pre-RSC 5th Supp. Act, 
ITAR 79 


of interest, to date of effect of amendment, 
Zar 


of regulations, to date of public 
announcement, 221(2) 


Retrospection, ITAR 17(4) 


Return of income 
defined, for OAS clawback, 180.2(1) 


appeal from refusal to register, 172(3)(b), 180 
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Returns, see also Information return 
alternative to withholding tax, 216(1), 217 
amended, 152(6) 
bankrupt individual, 128(2)(e), (f) 
carved-out income, tax on, 209(3) 
corporation, 150(1)(a) 
death of beneficiary, 104(23)(d) 
death of partner or proprietor, 150(4) 
deceased taxpayer, 150(1)(b), (e) 
deferred income plans 
over-contributions, 204.3 
property acquired by, 207 
property held by, 207.2 
demand for, by Minister, 150(2) 
designated persons, 150(1)(e) 
due date, 150(1) 
electronic filing of, 150.1 
employee’s declaration, 227(2) 
when to be filed, Reg. 107 
where not filed, 227(3) 
estates, 150(1)(c) 
estimate of surtax, 180.1 
estimate of tax, 151 
extension of time for filing, 220(3) 
failure to file, penalty 
demand by Minister, 150(2) 
penalty, 162(1) 
repeated, 162(2) 
trustees etc., 162(3) 


false 
penalty for, 163(2) 
“understatement of income”, 163(2.1) 
films, Reg. 225 
guardian, etc., 150(1)(d), (e) 
home insulation program, Reg. 224 
incomplete, penalty, 162(5) 
individual, 150(1)(d), (e) 
in bankruptcy, 128(2)(e) 
information, see Information return 
late filing, penalty, 162(1) 
Minister not bound by, 152(7) 
non-profit organization, 149(12) 
omission in, penalty, 163(2) 
Part I, 150 
Part I.1, 180.1(3) 
Part I.2, 180.2(5)(a) 
Part 1.3, 181.6 
Part II, 183(1) 
Part II.1, 183.2 
Part IV, 187(1) 
Part IV.1, 187.5 
Part V, 188(1)(b), 189(6) 
Part VI, 190.2 
Part VI.1, 191.4 
Part VII, 193(1) 
Part VIII, 195(1) 
Part IX, 196(2) 
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Returns (cont’d) * procedures not followed, assessment still 
¢ Part X, 202(1) valid, 166 

¢ Part X.1, 204.3 ¢ refund payable by, see Refund 

¢ Part X.2, 204.7 ¢ staff, discipline of, communication of 


information for, 241(4)(h), 241(4.1) 
* tax withheld, held in trust for, 227(4), (4.1) 
¢ transfers between tax accounts, 221.2 


e Part X.3, 204.86 
e Part X.4, 204.92 
e Part XI, 207 


© Pat XUl Ure Revenue guarantee, prescribed, Reg. 7500 

¢ Part XI.2, 207.4 Reverse attribution, 74.5(11) 

e Part XI.3, 207.7(3)(a) Reverse takeover, 256(7)(c) 

¢ Part XII, 208(2) Reversionary trust, 75(2), (3) 

* Part XI.1, 2093) Revised Statutes of Canada, 1985 (5th Supp.) 


¢ Part XIL.2, 210.2(5) 


¢ »amendments to previous Act, ITAR 79 
¢ Part X13; 29122 


* continuity of previous versions of Act, ITAR 


¢ Part XII.4 (qualifying environmental trust), 75; 77 
oeaste oy dant ¢ effective dates, ITAR 73 
e a a) u 
» Part XIL6, 211.91(2)(a) Se oe ia be earahicid eons ree 
» Part XIV, 219(3) Revocation of Canadian film/video production 


certificate, 125.4(6) 


e f of, 244(17)-(19 ; ; 
aWin) CO rkiee Revocation of elections, 220(3.2) 


¢ public authorities (Part XI.2), 207.4 


* refundable Part VII tax, 193(1) y tues Ail ages Sete 21-year rule by trust, 
$ fetes INVES ee 20d * election to trigger capital gains exemption, 
* repeated failures to report an amount of 110.6(25) 
: Ity for, 163(1 : . : : 
pe vem Bh (1) Revocation of film/video production services 
¢ required of employee, ZO 1fZ) certificate. .125.5(6) 
* * cea ooky se fhe Revocation of registration 
* separate 


* amateur athletic association, 168 


°* amounts receivable on death, 70(2) > appeal arte LGC) 180(1), 204.81(9) 


¢¢ bankrupt individual, 128(2)(e), (f) 


i: ¢ charity, 168, 188 
++ death of beneficiary, 104(23)(d) SHER Mion Tee tens 
¢* deductions in computing taxable income, deferred profit sharing plan, 147(14)-(15) 


114.2 ¢ education savings plan, 146.1(12.1), (12.2), 


ye p13), (12) 
¢* minimum tax carryover not applicable, ; 
120.2(4) ¢ labour-sponsored venture capital corporation, 


204.81(6)-(9) 
* national arts service organization, 149.1(6.5) 
¢ pension plan, 147.10.1)-(3) 
¢ profit sharing plan, 147(14)-(15) 
* retirement income fund, 146.3(11)—(13) 


** minimum tax not applicable, 127.55 
e* tax credits, 118.93 
* tax-exempt persons (Part XIU), 208(2) 


* tax on foreign property of certain trusts and 
corporations, 207 


* trustees etc., 150(3) * retirement savings plan, 146(12) 

e« failure to file, penalty for, 162(3) Revocation tax, charities, 188 

¢* in bankruptcy, 128(2)(e) Revoked corporation (registered labour 

¢ trusts, 150(1)(c) venture capital) 

* understatement of income, 163(2.1) * defined (RLSVCC), 204.8, 211.7 

Revenue Canada, see also Canada Customs Revoked plan, see Deferred profit sharing plan 
and Revenue Agency; Communication of Rider, added to pre-1990 life insurance policy 
information; Minister (of National Revenue) » deemed to be separate life insurance policy, 
* account numbers, see Business number 12.2(10) 

¢ collection actions, see Collection of tax. Right of use or h abitation (Quebec) 

* deemed reference to Department of National S dees te Be test 249) 


Revenue, 244(13.1) 


¢ delegation of powers to officials of, Right to receive an amount 


220(2.01) © cost amount of, 248(1)“cost amount’(e) 

* employees of, 220(2), (2.01) Right to receive production 

¢ fairness package, see “Fairness package” ¢ deduction of matchable expenditure prorated, 
(1991) 18.1(4) 

* operations of, 220(1) ¢ defined, 18.1(1) 
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Right to receive production (cont'd) 

¢ disposition of, income inclusion, 12(1)(g.D), 
18.1(6) 

Rights . 

* exchange of, on amalgamation, 87(4.3) 

Rights or things 

* acquired by beneficiary 

ee deemed cost, 69(1.1) 

e exclusions, 70(3.1) 

e transferred to beneficiaries, 70(3) 

¢ value of, included in income at date of death, 
70(2) 

Rights to drill or explore. see Litigloriiion ia 

drilling rights 

Rights to income 

e transfer of, 56(4) 

River improvements 

* capital cost allowance, Reg. 1102(7) 

Road, see also Specified temporary access road 

* capital cost, 13(7.5)(b), Reg. 1102(14.3) 

Roadways — 

* capital cost allowance, Reg. Sch. II:Cl. 1(g), 
Sch. I:Cl. 17 


** for mine, Reg. Sch. If:Cl. 10(), Sch, I: Cl. 


4] 

Rocking bed, as medical expense, 118.2(2)(i) 

Roller skating rink floor, Reg. Sch. I:Cl. 10(i) 

“Rolling start” rule, 13(27)(b), 13(28)(c), 

13(29) 

Rollover. see also Transfer of property 

* accounts receivable, 22 

* amalgamation, on, 87 

*. convertible debentures, 51 

* convertible property, 51 

* corporation, to, 85(1) 

*¢ by partnership, 85(2) 

** capital property, 85(1){c.2) 

¢* depreciable property, 85(1)(c) 

¢¢ eligible capital property, 85(1)(d) 

** farming inventory, 85(1)(c.2) 

e¢ from shareholder. 85(1) 

eligible property, 85(1.1) 

inventory, 85(1)(c.1) 

cee wholly-owned corporation, 85(1)(e.2), 

85(1.3) 
* cumulative eligible capital 
** on transfer of business to spouse or 
corporation, 24(2) 

° aeaae on, to spouse or spouse trust, 70(6), 
(0.1) 

¢ debt, in settkement of commercial debt 
obligation, 80(2)(h) 

* distress preferred share, converted to or from 
debt, 80.02(3)+(5) 

* exchange of property, 13(4), (4.1), 44 

* exchange of shares, 51(1) 


¢ exchange of shares on reorganization of 
capital, 86 10 
farm property, of, 70(9),(9.2), 73(3),-(4) 

¢ farming inventory, transfer to corporation, 
85(1)(c.2) | 

* insurance business, 138(11.5), (11.94) 

¢ internal reorganization, 86 

¢ life insurance policy to spouse 

ee inter vivos, 148(8.1) 

** on death, 148(8.2) | 

¢ mark-to-market property prohibited, 
85(1.1)(g)Gii) . 

¢ mutual fund trust or corporation, 132.2 


* net income stabilization account/NISA Fund © 
No. 2 


** to corporation, 85(1)(¢c.1), 85C1.1)G@)™ 

** to spouse or spouse trust, 70(6.1) © 

* non-resident 1 insurance - business, of, 13811. 5) 

* parent, to 

ee on death of invidudual, 70(9.6) 

*¢ on windup of corporation, 88(1) 

* partnership, from 

*¢ to new partnership, 98(1) 

** to proprietorship, 98(5) 

* partnership, to, 97(2) 

* registered pension plan to RPP annuity, 147.4 

* reorganizations, 84-88 | 

* replacement property, 13(4), (4.1), 44 ~ 

* reserves for year of death, 72(2) 

* retiring allowance, to RRSP, 60G.1) 

¢ rights or things transferred to beneficiary, 
69(1.1) 

¢ share for share exchange, 85.1 

¢ shareholder, from, to corporation, 85(1) 

e¢ eligible property, 85(1.1) 

* spouse or spouse trust, to 

ee death, on, 70(6), (6.1) 

ee inter vivos,.-73(1) 

e¢ _ life insurance policy 

inter vivos, 148(8.1) 

on death, 148(8.2) 

¢ stock options, of, on corporate reorganization, 
7(1.4), (1.5) 

* taxable Canadian property, 85(1)(i), 

¢ transaction, see Rollover transaction 


transfer of insurance business by non-resident 
insurer, 138(11.5) 


* treaty protection, Canada—U.S. Tax 
Convention Art. XIII:8 


trust, from, to beneficiary, 107(2) 
winding-up, on, 88(1) 

* winding-up of partnership, on, 98(3) 
Rollover transaction, see also Rollover 


* acquisition of specified debt obligation by 
financial institution, 142.6(5) 


¢ defined, 142.6(6) 


Rowboats 
* capital cost allowance, Reg. Sch. H:Cl..7 


e 
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Royal Assent 

° a in force, Interpretation Act s. 

Royal Canadian Mint, subject to tax, 27(2), 

Reg. 7100 

Royalties 

* accrual to date of death, 70(1)(a) 

e based on production or use, income, 12(1)(g) 

* copyright, paid to non-resident, exempt, 
212(1)(d)(vi) 

¢ defined, Canada—U.S. Tax Convention Art. 
XII:4, 6 

* income from 


** whether specified investment business, 
125(7)“specified investment business” 


¢ motion picture films, paid to non-residents, 
212(5) 
* paid to non-resident, 212(1)(d) 


ee to U.S. resident, Canada—U.S. Tax 
Convention Art. XII 


* paid to trust for non-resident, exemption, 
212(9)(b) 

* petroleum, natural gas, minerals 

e* included in income, 12(1)(o), Reg. 1211 

ee not deductible, 18(1)(m) 

ee reimbursement for, 80.2 

* production, defined, Reg. 1206(1) 


* tax re, paid to government by tax-exempt 
person, 208 


*¢ exception prescribed persons, Reg. 1216 
¢ timber, 212(1)(e) 

ee alternative tax, 216 

Runway, see Aircraft: runway 


Ss 
S corporation, see United States: S corporation 
SBB, see Small business bond 
SBDB, see Small business development bond | 
SBITC, sée Small business investment tax credit 
SDA, see Salary deferral arrangement 
SIB, see Specified investment business 
SIN, see Social insurance number 
SPTC, see Share-purchase tax credit 


SR&ED, see Scientific research and 

experimental development 

SR&ED qualified expenditure pool 

e defined, 127(9) 

* investment tax credit for, 127(5)(a)(), (ii)(A), 

127(9)“investment tax credit”’(a.1), ( 

¢* additional, for Canadian-controlled private 
corporation, 127(10.1)(b) : 

* transfer to other taxpayer, 127(13)-(17) 

SRA, see Specified retirement arrangement 

SRTC, see Scientific research tax credit 

(expired) 

SSHRC, see Social Sciences and Humanities 

Research Council 


Sabbatical arrangement, Reg. 6801(a) 


Safe income, 55(5)(b), (c) 

° effect of, 55(2) 

Safe-income determination time 

¢ defined, 55(1) 

Salary, see also Office or employment; Salary 

or wages 

e accrued to date of death, 70(1)(a) 

¢ defined, 248(1), Reg. 5202 

* garnishment of, see Garnishment for taxes 
unpaid 

¢ legal expenses of collecting or establishing 
right to, 8(1)(b) 

¢ paid by employee, to assistant or substitute, 
8(1)G@)Gi) 

*¢ certificate of employer, 8(10) 

* reimbursement of, 8(1)(n) 

* tax to be withheld from, 153(1)(a) 

ee failure to withhold, 227(8.5) 

¢ unpaid, 78(4) 

Salary deferral arrangement 

¢ benefit from, income, 56(1)(w) 

¢ deduction to employer, 20(1)(00), (pp) 

ee limitation, 18(1)(0.1) 

e defined, 248(1) 

¢ forfeited amounts 

ee deductible from income, 8(1)(0) 

¢e  includable in employer’s income, 

12(1)(n.2) 

* inclusion in income from employment, 

6(1)(a)(v), 6(1)(i), 611), 12), 14) 


** exception for non-residents, 6(13) 
Salary deferral leave plan, Reg. 6801(b), Reg. 
8508 


Salary or wages 

e defined, 248(1) 

¢* re Canadian film/video tax credit, 125.4(1) 

ere film/video production services credit, 
125. a) 

Sale 

* accounts receivable, 22 

* bond, by conversion, 51.1, 77 


¢ business, of, see also Ceasing to carry on 
business; Rollover 


ee taxation year-end, 25(1) 

** to corporation for shares, 85(1) 

*e to partnership, 97(2) 

¢* to spouse or controlled corporation, 24(2) 


¢ depreciable property, see Capital cost 
allowance: recapture; Depreciable property 


* mortgage included in proceeds of disposition, 
20(5), (5.1) 

¢ shares, not at arm’s length, 84.1 

¢* by non-residents, 212.1 


Sales tax, federal, see Federal sales tax credit 
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Salesperson 

¢ automobile 

*¢ reasonable standby charge for use of, 
6(2.1) 

¢ automobile or aircraft 

** capital cost allowance, 8(11) 

eeu deemed, 13(11) 

*¢ costs, deduction, 8(1)(j), 8(9) 

* expenses, deduction, 8(1)(f) 

*¢ certificate of employer, 8(10) 

ee limitation, 8(4) 

Sand, 248(1)“mineral” 

¢ tar, see Tar sands, defined; Tar sands ore 


Saskatchewan, see also Province 
¢ northern, see Northern Canada 


¢ Pension Plan, see Provincial pension plan, 
prescribed 


* tax rates, see introductory pages 
Savings and credit unions, 137 


Scale, metric, for retail use 
* capital cost allowance, Reg. Sch. II:Cl. 10(p) 


Scholarship 

* receipt of, income, 56(1)(n) 

¢ refund of, 56(1)(p) 

* repayment of, deductible, 60(q) 

School 

¢ attendance at, child care deduction, see 
Secondary school 

School board 

¢ allowance from, exempt, 81(3) 


School fees, see Tuition fees 


School trustee 

* expense allowance exempt, 81(3) 

Schooling allowance, provincial tax reduction, 
120(2) 

Scientific research and experimental 
development 


* assistance, see Assistance/government 
assistance 


¢ available-for-use rules, 37(1.2), 248(19) 
¢ buildings 
*¢ do not qualify as R&D expenditure, 
37(8)(d)(), Reg. 2900(1 1) 
* contracted out to non-arm’s length person, 
127(9)“qualified expenditure’ (f) 
*¢ transfer of investment tax credit, 
127(13)-(16) 
¢ debt forgiveness, effect of, 37(1)(f.1) 
¢ deduction for, 37 
*¢ amount included in income, 12(1)(v) 
¢ defined, 37(8), (13), 248(1), Reg. 2900(1) 
* election to use proxy amount for overhead, 
37(8)(a)(ii)(B), 37(9), Reg. 2900(4) 
* expenditure pool, see SR&ED qualified 
expenditure pool 


* expenditures, Reg. 2900(2)-(4) 

e* change of control, 37(1)(h) 

coe computation, 37(6.1) 

ee deduction for, 37(1), (2) 

¢* election for alternative calculation, 
37(8)(a)(4i)(B), 37(9) 

*¢ excluded, 37(8)(d) 

*¢ on amalgamation, 87(2)(1)—(1.2) 

financial institution, by, 248(1) ‘scientific 

research and experimental development’ 


investment tax credit, 127(9)“qualified 
expenditure” 127(11.1) 


ee« refundable, 127.1 
e linked work, 37(13), Reg. 2900(1)(d) 


overhead expenses, election for prescribed 

proxy amount 

¢¢ calculation of prescribed proxy amount, 
Reg. 2900(4)—(10) 

¢¢ exclusion of proxy amount from 
expenditure pool, 37(8)(a)(ii)(B) 

ee filing of election, 37(9) 

** investment tax credit, 127(9)“qualified 
expenditure” 

¢ partnership, of 

ee no carryforward, 96(1)(e.1) 

e¢ no losses for passive partners, 96(1)(g) 


pilot plants, qualify for investment tax 
credits, Reg. 2900(11)(c), (d) 


prescribed form required, 37(11), 
127(9)“investment tax credit’(m) 

* proxy amount, prescribed, Reg. 2900(4) 

¢ reduction in, 127(11.1)(f) [repealed], 

127(18) 

¢ qualified expenditure 

e¢ defined, 127(9) 

ee prescribed, Reg. 2901, Reg, 2902 

*  subsidiary’s, on winding-up, 88(1.4) 
related corporations, of, 37(1.1) 
rent for buildings, does not qualify as R&D 
expenditure, 37(8)(d)(1i) 

¢ salaries, directly engaged in SR&ED, Reg. 

2900(4) 
* sole-purpose R&D performer, Reg. 2902(a) 
(closing words) 

¢ specified employee, paid to, 37(9.1)—(9.5) 

¢ third party payment, 37(1)(a)(i.1), (41), (il) 

*¢ exclusion from prepaid expense rules; 

18(9)(d)(i) 

Scientific research and experimental 

development financing contract 

¢ defined, 194(6), 248(1) 

Scientific research corporation (non-profit) 

¢ annual information return, 149(7) 

* exemption for, 149(1)(j), 149(2) 

ee rules as to control, 149(8) 

ee rules as to income, 149(9) 

Scientific research tax credit (expired), 127.3 


* information returns, Reg. 226 
e refundable tax re, 194, 195 
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Scientific research tax credit (expired) (cont'd) 
¢ unused 


*¢ capital loss, 39(8) 


e¢ defined, 127.3(2)“unused scientific 
research and experimental development 
tax credit” 


** overpayment of tax as consequence of, 
164(5), (5.1) 


¢ when deemed paid, 161(10) 
Scott case (1975) overruled, 64.1 


Scow, capital cost allowance, Reg. Sch. ILCl. 7 


Screenwriter (for Canadian film/video tax 
credit) 


¢ principal, defined, Reg. 1106(5)(a) 

Sculptor, see Artist 

Sculpture, see also Cultural property; Listed 

personal property 

¢ Canadian, CCA claims allowed, Reg. 
1102(1)(e) 

Search warrant 

¢ compliance required, 231.5(2) 

e issue of, 231.3(1)-(4) 

Second affiliate, see Foreign affiliate: second 

affiliate ; 

Second-term shared-use-equipment, for R&D 

investment tax credit 

e defined, 127(9) 

Secondary recovery method, defined, Reg. 

1206(1) 

Secondary school 

* attendance at, child care deduction, 
63(2)(b)(iii), 63(2.2)(a) 

Secrecy provision, 241 

Secretary, see Officer: corporation, of 


Sectoral reserve 

¢ defined, 20(2.3) 

Secured creditor 

e defined, 224(1.3) 

¢ garnishment of property of, 224(1.2) 


¢ interference with taxpayer’s remittances, 
227(5.2)(5.5) (draft) 


¢ withholding tax, liability for, 227(5), (5.1)(h) 

Securities 

¢ amalgamation, acquired in, 87(2)(e.2) 

¢ Canadian, see Canadian securities 

« dealer, trader or agent, see also Broker; 

Registered securities dealer 

e+ fees of, deduction for, 20(1)(e), (bb) 

¢* — ineligible for Canadian securities election, 
39(5)(a) 

e+ return re securities lending arrangements 
and non-residents, 212(18) 

** tax re interest paid under securities 
lending arrangements to non-residents, 
212(19) 

¢ fair market value, ITAR 26(11) 


¢ lending arrangements, see Securities lending 
arrangements ) 


¢ prescribed, Reg. 6200 

* publicly-traded, Reg. 4400 
e+  V-day values, Reg. Sch. VII 
* received for income debt, 76 

* small business, Reg. 5100(2) 

¢ transactions 

e« information returns, Reg. 230 


used or held in insurance or moneylending 
business 


e* “eligible property” for transfer to 
corporation by shareholder, 85(1.1)(g) 
Securities lending arrangements, 260, see 
also Dividend rental arrangement 
* amount received deemed to be a dividend, 
260(4)-(7) 
deemed dividend, 260(5) 
° dividend refund, 260(7) 
¢ no deduction for, 260(6) 
deemed not disposition, 260(2) 
defined, 260(1) 
disposition of right under, 260(3), (4) 
lender non-resident, effect, 260(8) 
non-resident withholding tax 
* amounts deemed to be interest, 260(8) 
* exemption, 212(1)(b)(xil) 
¢ special tax on securities dealers, 212(19) 
ee return required, 212(18) 
¢ qualified security, defined, 260(1) 
¢ restricted financial institution receiving 
dividend on shares acquired under, 260(9) 
Security, defined, 260(1) 
* non-qualifying, see Non-qualifying security 
* qualified, see Qualified security 
Security for tax, 220(4)-(4.4) 
¢ defined, Interpretation Act 35(1) 
¢ discharge, Reg. Part XXII 
¢ taxpayer becoming non-resident, 159(4) 
Security interest 
¢ defined, for garnishment rules, 22A( 1.3) 
Seeing Eye dog, see Guide dog expenses 
Segregated fund (of life insurer) 
© defined, 138.1(1), Reg. 1408(1), 2400(1) 
* related, see Related segregated fund trust 
¢ rules re, 138.1 
e trusts, 138.1 
ee election, Reg. 6100 
ee interest in, adjusted cost base, 53(1)(), 
53(2)(q) 
Segregated fund policies 
¢ defined, 138.1(1)(a), Reg. 2400(1) 
Seismic testing 
° off-the-shelf data, no renunciation of cost of, 
66(12.66)(b.1) 
Seizure 
¢ chattels, of, 225: 
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Seizure (cont’d) 

¢ documents, of, 231.3(5)-(8) 

** compliance required, 231.5(2), 232(15) 
ee copies, 231.51) 


where privilege claimed, 232(3), (4)-(7) © 


property, for non-payment of debt 

e effect on creditor, 79.1 

ee deemed cost of property, 79.1(6) 

ee no deduction for principal oe of 
bad debt, 79.1(8) 

ee effect on debtor, 79 

Self-contained domestic establishment, 

defined, 248(1) 

Self-employed person 


¢ Canada Pension Plan contributions, credit, 
118.7B(c) 

¢ home office expenses, conditions for 
deductibility, 18(12) 

Selling cost, see Adjusted selling cost (re 

investment tax credits) 

Separate classes for capital cost allowance, 

Reg. 1101 


* automobile costing over $24,000, Reg. 
1101 (laf) 


¢ building or MURB costing over $50, 000, 
Reg. 1101(1ac), (lad), (5b) - 


¢ Canadian film or ides ey Reg. 
1.101(5k.1) 


° certified productions, Reg. 1101(5k) 


* computer equipment and software, Reg. : 
1101(5p), 1103(2g) 


* computer software tax shelter property, Reg. 


1101(5r) 

e deemed depreciable property, 13(5. oo). 
13(21.2)(e)@i), Reg. 1101(65g) 

¢ different businesses, properties for, ve 
1101(1) 

¢ different mines, properties for, Reg. 
1101(4a)—(4d) 

* excavating or moving equipment, Reg. 

1101(51) 

exempt properties, Reg. 1101(5o) 

fax machine, Reg. 1101(5p), TOS8), 

industrial mineral mines, Reg. 1101(4) - 

leasehold interest in real property, Reg. 

1101(S5h). 

¢ leasing ee oe Reg. 1101(5c), (Sn) 

¢ life insurance and other insurance pe 
Reg. 1101(1a) 

* outdoor advertising sign, Reg. 1101(51) 


* partnership and non-partnership property, 
Reg. 1101(1ab) 


* photocopier, Reg. 1101(Sp), 1103(2g) 

* pipeline costing over $10,000,000, Reg. 
1101(51), (5j) 

* railway assets, Reg. 1101(5d), (Se) 


* rental and non-rental property, Reg. 
1101(lae) 


* scientific research expenditures, 37(6) 
* software, Reg. 1101(5p), 1103(2g) 
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¢ telecommunication spacecraft, Reg. 1101(Sa) 


¢ telephone equipment, Sea 1101(5p), 
1103(2g) 


¢ timber limits. and cutting rights, Reg. 1101(3) 
¢ vessels, Reg. .1101(2), (2a), (2b). 

*¢ conversion cost, 13(14), (17) 
Separate school board 

e allowance from, exempt, 81(3) 
Separation agreement 

¢ defined, 248(1) 

* payments under 

e¢ deductible by payor, 60(b), (c) 

*¢ taxable to recipient, 56( NE (c) 
Series 

¢ of shares, 248(6) 

* of transactions, 248(10) ~ 

Servant 

° defined, 248(1)“employment” 

Service 

¢ proof of, 244(5),-(6) 

Service cost, see Adjusted service cost (re 
investment tax credits) 
Service pension 

¢ exemption, 81(1)(d) 

¢ other country, from, s1((e) 

Services 

e defined, for FAPI, 95(3) 

° (ayeucn a reserve for, 20(1)(mn), 20(24), 


* provision. of; along with property hopper of 
ee allocation rule, 68 » 
e rendered, amounts receivable, for, 12(1)(b), 
12(2) 
¢ to be rendered 
¢¢ amount received for, income, 12.)@G), 
1~X@) 
eee repayment of, deductible; 20( ioe 2) 
*¢* consideration for, not “outlay” o 
“expense’’s gol syiolay or “expense” 
Servitude . 
* ecologically sensitive land, value when 
donated, *110.1(5), 118. 1(12) 
Set-off 
¢ debt Onto by Crown, against taxes owing, 
224.1 


ee OOS ccc te of Tactician to SIRT 
241(4)(d)(xiil) 


* interest, on instalment payments, 161(2. 2) 


* refund of tax, against other debt owing. to 
Crown or province, 164(2) 


© * batt FeLUns, 203 tin 

* transfer pricing adjustments, see Transfer 
pricing capital setoff adjustment; Transfer 
pricing income setoff adjustment 

“Settled” (debt) 

* deemed, 80.01 
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“Settled” (debt) (cont'd) 
¢ defined, 80(2)(a) 


for distress preferred shares, 80. 020K), 
80.02(7)(a) 
Settlement, stmuesore, see Structured: 
settlement 
Settlement of debt; see. digi Debt forgiveness: 
egeainedt 80.01. 
on amalgamation, 80. 0103) 
on debt becoming statute-barred, 80.01(9) 
on debt parking, 80.01(6)-(8) 
on share ceasing to be distress. preferred 
share, 80.02(7) 
on winding-up, 80.01(4) 
distress preferred share, on winding-up, 
80.01(5) 
effect of, 80(3)-(13) ~ 
foreign affiliate’s gain or loss on, 95(2)(i) 
simultaneous, 80(2)(1) 
subsequent payne following deemed * 
settlement, 80.01(10) 
Settlor (of trust), see also OSS 
contributor (in respect of a trust) 
defined, 108(1) 
Severance pay; see Retiring allowance 


“Shall” 
° meaning of, Interpretation Act Ss. bi 
Share 
acquired before 1976 

cost base, deductions from, 53(2)(6)' 
acquisition of 

oy corporation, deemed dividend, 84(3), 


deemed, 256(8) 
“actual cost”, ITAR 26(15)—(17) 
agreement to issue, to employees, 7(1) 
average annual rate of return, capital gains 
deduction, 110.6(9) 
bankrupt corporation, of 
deemed disposition of, 50(1) 
block of, defined, Reg. 4803(1) — 
bought back by. corporation 
amount paid for unpaid dividends deemed 
dividend substitute, 183.1(4) 
calculation of consideration for 
scientific research tax credit, 127.3(10) 
share-purchase tax credit, 127.2(11) 
cancellation, deemed dividend, 84(3), (6) 
capital property, deemed, 39(4) 
capital stock of family farm corporation, of, 
110.6(1) 
class of, series of, 248(6) 
common, defined, 248(1) 
for mutual fund rollover rules, 132.2(2) 
controlled corporation, of 
disposition of, 40(2)(h) 
convertible, exchanged for other shares, 51; 
ITAR 26(24) 
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cost base of 
additions to, 53(1)(b)+(d), (f.1)> 
deductions from, 53(2)(a) ) 
deemed dividend ‘added to, 53(1)(b) 
deductions from paid-up capital, 66.3(2) 
deemed benefit from 
cost base, addition to, 53(1)() 
deemed disposition: of, to’ corporation, 84(9) 
deemed interest on, 258(5) 
deemed receipt of, on merger, B71. 1) 
defined, 248(1) 
disposition of 
capital gain or loss, 40(1) 
deemed, on death, 70(5) 


order of, for employee stock option 
benefit, 7(1.3) 


subsequent to debt forgiveness, deemed 
_ capital gain, 80.03(2), (4) 


where dividend previously paid, stop-loss 
rules, 112(3) 


distribution of, by corporation, 84(5) 
“equity” defined, 204. 
exchanged for shares, 85.1; ITAR 26(26) 
amalgamation, on, 87(4.1), (4.2) 
computation of paid-up’ capital, 85.1(2.1) 
reorganization of capital, 86(1); ITAR 
26(27) 
rules, 7(1.5), 112(7) 
“excluded” defined, 204 
expense of issuing, 20(1)(e) 
exploration and development, 66.3(1) 
fair market value, ITAR 26(11.1), (11.2) 
first registered holder of 
deduction from cost; 127.3(6) 
deemed cost of acquisition, 127.2(8) 
election re scientific research tax credit, 
127.309) 
election re share- de a tax ot cctit 
127.2(10) 
flow-through, 66(12.6)— (12. 75), Reg. 6202. 1 
foreign affiliate, of, see also Foreign affiliate 
grandfathered 
defined, 248(1) .. 
guaranteed, see Guaranteed share 
held by trustee for employee, 7(2) 
included in single payment under DPSP, 
147(10.1), (10.2) 
deduction re amount, 110(1)(d.3) 
disposal of, 147(10.4), (10.5) 
interest paid on money borrowed to purchase, 
20(1)(c), 20(1)(qq) 
issued in exchange for property, rollover, 
85(1) 
issued in settlement of debt, 80(2)(g), (g.1) 
issued to avoid tax, by foreign affiliates, 
~95(6)(b) . 
loan to shareholder/employee to Se ome 
15(2)(a)(iii), 15(2.4)(c) 
loss on, 112(3), (3.1), (3:2), (4.3) 
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Share (cont’d) 

¢ mark-to-market rules, see Mark-to-market 
property 

¢ mutual fund corporation, of, received on 
amalgamation, ITAR 65(5) 


« non-arm’s length sale of, 84.1 

¢*¢ by non-resident, 212.1 

* non-capital property of partnership 
ee loss on, 112(4.2) 


¢ “non- participating, defined, 204“non- 
participating share” 


* non-resident corporation, of 

ee cost base, deductions from, 53(2)(b) 

¢ not capital property 

ee fair market value of, bess 1) 

ee loss on, 112(4) 

¢ obligation to acquire, effect of, 192(7) 

¢ paid-up capital in respect of class of, 84.2 
¢ paid-up capital value, defined, 204 

* predecessor corporation, on amalgamation, 
87(4) 
preferred, see also Preferred share; Term 
preferred share 

ee deemed interest on, 258(3) 

ee defined, 248(1) 

¢ prescribed, Reg. 6201-6207 

e¢ flow-through, Reg. 6202.1 

¢ publicly-traded, Reg. 4400 

ee \V-day value, Reg. Sch. VII 

¢ purchase of 

ee through series of transactions/events 


oe tax on distribution of corporate surplus, 
183.1(4) 
*¢ trustee, by, for employees of corporation, 
7(6) 


¢ qualified small business corporation 

ee capital gains deduction, 110.6(2.1) 

ee defined, 110.6(1) 

ee related person, 110.6(14) 

ee rules re, 110.6(14) 

* received on amalgamation, ITAR 26(21) 

¢ redemption, deemed dividend, 84(3), (6) 

* registered charities, held by, 189(3)-(5) 

¢ right to acquire 

ee shares deemed owned, where, 95(6)(a) 
sale of 

* non-arm’s length, 84.1 
short-term preferred, defined, 248(1) 
specified shareholder’s 

¢ adjusted cost base, 53(1)(d.3) 
subsidiary, of 

ee cost of, 52(7) 

¢ tax-deferred preferred, amalgamation where, 

83(7) 


¢ taxable preferred, see Taxable preferred share 
¢ term preferred, see Term preferred share 

¢ where deemed capital property, 54.2 

Share for share exchange, 85.1 


“Share of the capital stock of a family farm 
corporation” 


e defined, 70(10) 

Share options 

¢ employee, 7 

ee where person ceases to be employee, 7(4) 

Share-purchase tax credit, 127.2 [expired] 

* deemed cost of acquisition of share, 127.2(8) 

¢ defined, 127.2(6) 

¢ election re 

ee tax on excess, 193(7.1) - 

¢ information returns, Reg. 227 

* unused . 

ee capital loss, 39(7) 

ee defined, 127.2(6) 

*¢ overpayment of tax as consequence of, 
164(5), (5.1) 

Share transfer fees, deduction, 20(1)(g) 

Sharecropping arrangement 

e rents received under, 119(7) 

Shared-use-equipment 

e defined, 127(9) 

Shareholder 

* appropriation of property to, 15(1), 69(4), (5), 

84(2) 


¢ automobile available to, 15(5), (7) 

¢ benefit from corporation, 15(1), (7), (9) 

ee GST portion included, 15(1.3) 

ee loan forgiven, 15(1.2) 

¢ deemed disposition of share to corporation, 


¢ defined, 248(1) 

¢ exchange of shares in course of 
reorganization, 86(1) 

* guarantee by 


*¢ interest on money borrowed for payment 
under, 20(3.1) 


* issue of stock rights to, 15(1)(c) 
¢ loan by, to corporation 
ee interest deductible, 20(3.1) 


¢ loan to, by corporation, see Loan: 
shareholder, to, by corporation _ 


* non-resident 

e¢ interest paid to, not deductible, 18(4)—-(6) 
eee exception, 18(8) 

* persons connected with, 15(2.1), 80.4(8) 

* prospective 

*¢ benefit conferred on, by corporation, 15(1) 
e share for share exchange, 85.1 

* specified 

ee¢ adjusted cost base of share, 53(1)(d.3) 

ee defined, 248(1) 

° nse of property by, to corporation, 85(1), 
Shareholder corporation 

¢ “agreed portion” in respect of, 66(15) 

¢ defined, 66(15) 
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Shareholder corporation (cont'd) | 
¢ election by joint exploration corporation to 
renounce expenses to, 66(10)—(10.3) 


* payment made to joint exploration 
corporation 


*e reduction in adjusted cost base of property 
received as consideration, 53(2)(f) 
Shareholder’s equity 
¢ determination of, for LSVCC investment 
shortfall, 204.82(2.2)(b), (c) 
Sheep 


e basic herd maintained since 1971, deduction, 
29 


* breeding, 80.3(1)“breeding animals” 
Sheitel, see Wig, medical expense 
Shelf, continental, see Continental shelf 
Shellfish, see Ammonite gemstone 
Shelter, see Tax shelter 


Ship, see also Vessel 
* non-resident’s income from, exempt, 81(1)(c) 


* operators, taxable income earned in a 
province, Reg. 410 


* treaty provisions, Canada—U.S. Tax 
Convention Art. VIII:1—3, Art. XV:3, 
XXII(3) 


¢ used in international traffic, see International 
traffic 
Shipping, see International shipping | 


Shoes/boots 

¢ orthopaedic etc., medical expense, Reg. 
5700(e) 

Short-form amalgamation, 87(1.1), (2.11) 

Short-remitting of UI premiums, 126.1(12) 


Short sale 

¢ dividend paid on borrowed securities not 
deductible, 260 

Short taxation year 

* prorating of base level deduction, 18(2.5)(b) 

* prorating of capital cost allowance, Reg. 
1100(3) 

* prorating of deduction for injection 
substances, 20(1)(mm)(ili) 

* prorating of farmer’s animal valuation rules, 
28(1.3) 

* prorating of financial institutions capital tax, 
TOOT) 

* prorating of ITC expenditure limit, 
127(10.6)(b), (c) 

* prorating of large corporations tax, 181.1(2) 

* prorating of Part VI.1 tax dividend 
allowance, 191.1(6)(a) 

* prorating of resource deductions, 66(13.1) 

* prorating of small business deduction, 
125(5)(b) 

* prorating of tax on investment income of life 
insurer, 211.1(4) 

ee instalments, 211.3(2)A(b) 


Short-term preferred share 

¢ defined, 248(1) 

Shower 

* mechanical aid for getting into and out of, 
medical expense, Reg. 5700(g) 

Shutdown of business, see Ceasing to carry on 

business; Winding-up 

Sickness and accident insurance 

* benefits taxable, 6(1)(f); ITAR 19 

° employer's contribution not a taxable benefit, 
6(1)(a)G) 

Sidewalks, capital cost allowance, Reg. Sch. 

IL:Cl.. (8) 

¢ for mines, Reg. Sch. I:Cl. 10(1) 

Sight impairment 

¢ devices to assist person with, business 
expense, 20(1)(rr) 

Sign language 

* interpretation services, medical expense, 
118.2(2)(1.4) 

* training, medical expense, 118.2(2)(1.3) 

Signalling device 

¢ visual or vibratory, for person with hearing 
impairment, Reg. 5700(q.1) 

Significant interest 

¢ debt settlement rules 

e*¢ defined, 80.01(2)(b) 

¢ financial institutions 

ee defined, 142.2(2), (3) 

¢* financial institution holding, excluded 

from mark-to-market rules, 142.2(1)“mark- 
to-market property’’(d) 

* foreign property rules 

e¢ defined, 206(1) 

Significant part of exempt capital gain 

attributable to unpaid dividends, 1 10.6(8) 


Significant reduction in capital gain resulting 

from dividend, 55(2) 

Signing bonus 

e non-resident, 115(2)(c.1), 115(2)(e)(v), 
153(1)(0) 

e resident, 6(3) 

¢ withholding of tax at source, Reg. 
100(1)‘‘remuneration’’(m) 


Signs, outdoor advertising, see Outdoor 
advertising structures 


Silden case confirmed, 15(2.4)(e) 

Silica, included in definition of “mineral”, 

248(1) 

Simultaneous 

¢ dividends, designation of order, 89(3), 
133(7.2) 

* settlement of debt obligations, designation of 
order, 80(2)(1) 

Singapore, see also Foreign government 

* stock exchange recognized, Reg. 3201(k) 
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Singer 
* deduction from employment income, 8(1)(q) 


Single amount 
¢ defined, for RPPs, 147.1(1) 


Single purpose corporation 

¢ whether use of corporate property taxable to 
shareholder, 15(1) 

Single status, credit for, 118(1)B(c) 


Sister 

¢ deemed not related on butterfly transaction, 
55(5)(e) 

* dependent, 118(6)(b) 

¢ includes sister-in-law or in common-law, 
252(2)(c) 

Site, investigation of, 20(1)(dd) 

Skytrain trusts 

° anti-avoidance rule, 106, 108(1)“income 
interest” 

Sleighs 

¢ capital cost allowance, Reg. Sch. II:Cl. 10(d) 

Small business, investment in, by deferred 

income plans, Reg. 4900(6), Part LI 

Small business bond, 15.2 

e defined, 15.2(3), 248(1) 

e eligible issuer, 15.2(3) 

¢ interest on 

ee paid, no deduction for, 15.2(2)(a) 

ee received, deemed to be a dividend, 15.2(1) 

* maximum amount $500,000, 
15.2(3)“qualifying debt obligation’’(a), 
15:2(7) 

* minimum amount $10,000, 15.2(3)“qualifying 
debt obligation’’(a) 


* money borrowed to acquire, interest 
deductible, 15.2(4) 

¢ partnership, issued by, 15.2(6), (7) 

¢ penalty for false declaration, 15.2(5) 

¢ qualifying debt obligation, 15.2(3) 

Small business corporation 

¢ attribution rules inapplicable, 74.4(2)(c) 

¢ business investment loss on share or debt of, 
39(1)(c) 

¢ defined, 248(1) 

¢ eligible for small business development bond, 
15.1(3)“eligible small business 
corporation’’(a) 

¢ qualified, share of 

*¢ capital gains deduction, 110.6(2.1) 

ee defined, 110.6(1) 

Small business deduction, 125 

* associated corporations, 125(3)-(5) 

¢ “business limit’, 125(2) 

ee special rules for, 125(5) 


* corporation deemed member of partnership, 
125(6.1) 


¢ credit union, 137(3), (4) 
¢ definitions, 125(7) 
¢ large corporation, restricted, 125(5.1) 


* multiple access, provisions preventing, 
125(6)-(6.3) 

¢ partnership, see Partnership 

¢ rules for business limit, 125(5) 

° two taxation years ending in year, 125(5) 

Small business development bond, 15.1 

* communal organization, issuance by, 
143(1)(k) 

¢ defined, 15.1(3)“small business development 
bond”(c), 248(1) 

¢ eligible small business corporation, 15.1(3) 

* interest on 

*e paid, no deduction for, 15.1(2)(a) 

ee received, deemed to be a dividend, 15.1(1) 


* maximum amount $500,000, 
15.1(3)“qualifying debt obligation’’(a), 
15.1(7) 

¢ minimum amount $10,000, 15.1(3)“qualifying 
debt obligation’’(a) 


* money borrowed to acquire, interest 
deductible, 15.1(4) 


¢ penalty for false declaration, 15.1(5) 

¢ qualifying debt obligation, 15.1(3) 

Small Business Financing program, 15.1, 15.2 

Small business investment amount, defined, 

206(1) 

Small business investment corporation 

¢ defined, Reg. 5101(1) 

¢ exemption from tax, 149(1)(0.3) 

¢ included in “small business property”, 
206(1)“small business property’’(b) 

* qualifies as RRSP or RRIF investment, Reg. 
4900(6)(a) 

Small business investment limited partnership 

¢ defined, Reg. 5102 

¢ eligible for RRSP or RRIF investment, Reg. 
4900(6)(b) 

Small business investment tax credit 


* calculation of, 127(9)“qualified small- 
business property” [repealed], 
127(9)“specified percentage’’(1) 

¢ included in investment tax credit, 
127(9)“investment tax credit’(a)(i) 


¢ not refundable, 127.1(2)“refundable 
investment tax credit’’(d)(i) 


* who can earn, 127(9)“eligible taxpayer” 


Small business investment trust 

¢ defined, Reg. 5103 

¢ eligible for RRSP or RRIF investment, Reg. 
4900(6)(c) 

¢ information return where interest claimed to 
be qualified investment, Reg. 221 

Small business property, Reg. Part LI 

¢ defined, 206(1) 

Small business security 

* defined, Reg. 5100(2) 

* included in “small business property”, 
206(1)“small business property’’(a) 
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Small employer 

* quarterly remittance of source. deductions, 
Reg. 108(1.12) 

Small manufacturers’ rule, Reg. 5201 

Social assistance payment 

* deduction from taxable income, 110(1)(f)(ii1) 

¢ foster child, for, exempt, 81(1)(h) 

* inclusion in income, 56(1)(r), (u) 

¢ information return, Reg. 233 

* supplementing employment income, 56(1)(r) 

e« eligible for child care deduction, 

63(3)earned income’’(b) 
Social benefits repayment, 180.2 


Social club 
¢ dues not deductible, 18(1)() 
* exemption for, 149(1)(), 149(2) 
ee deemed a trust; 149(5) 
Social insurance number, see also Business 
number 
* application for, 221(1)(d.1), Reg. 3800 
¢ failure to provide, penalty, 162(5)(b), 162(6) 
* information return requiring 
ee reasonable effort to obtain, 237(2)(a) 
* registration of RRIF under, 
146.3(1)“registered retirement income fund” 
° me to provide, 221(1)(d.1),.237(), 
** attendant care receipts, 64(a)A(), 
118.2(2)(b.1)Giv), 118.2(2)(c) Gi) 
ee child care receipts, 63(1) 
ee farm support payment slips, for, Reg. 236 
*¢ partnership information return, Reg. 
229(1)(b) 
** penalty for failure to provide, 162(6) 
ee tax shelter investor, 237.1(7)(a) 
* use or communication of prohibited, 
237(2)(b) 
e*¢ offence of, fine or imprisonment, 239(2.3) 
Social Sciences and Humanities Research 
Council 
* payments to; as R&D expenditures, 
37(1)(a)(ii)(E), 37(7)“approved”’ 
¢ research grants, taxable, 56(1)(o) 
Social security 
¢ benefits; Canada-U.S. Tax Convention Art. 
XVIII:5 
¢ legislation 
** pension plan under, excluded from RCA, 
Reg. 6802(g) 
** social security taxes 
‘2 paid to U.S., Canada-U.S. Tax 
Convention Art. XXIV:2(a)(ii) 
Société internationale de télécommunications 
aéronautiques 


¢ employment income of non-Canadians, 
deduction for, 110(1)(N(Qv) 


Societies recess 

* exemption for, 149(1)(1), 149(2) 

ee deemed a trust, 149(5) 

Soft costs JStIBE 

* construction, 18(3.1)-(3.7), 20(29 
Software, see also Computer software tax 
shelter property , 

¢ capital cost allowance, 

¢¢ applications, Reg. Sch. H:Cl. 12(0) 


** “computer software” defined, Reg. 
1104(2) 

¢¢ limitation where tax shelter, Reg. 
1100(20.1) 


ee systems, Reg. Sch. I:Cl. 10(f), Sch. I:Cl. 
29, Sch. II:Cl. 40 


eee defined, Reg. 1104(2) 
es separate class, Reg. 1101(5p) 


* development by financial institution, no R&D 
credits, 248(1)’’scientific research and 
experimental development” 


¢ non-resident withholding tax, 212(1)(d) 


¢ royalties paid to U.S. resident, Canada—-U.S. 
Tax Convention Art. XII:3(b) 


¢ tax shelters 


*¢ capital cost allowance limitation, Reg. 
1100(20.1) 


*¢ registration requirements, 237.1 

¢ year 2000 compatible, see Year 2000 
computer hardware and software 

Sojourning in Canada 

¢ 183 days, deemed resident, 250(1)(a) 

Solar heating equipment 

* capital cost allowance, Reg. Sch. I:Cl. 34 

Sole proprietorship, see Proprietorship 

Sole-purpose R&D performer 

¢ ITCs allowed for administrative costs, Reg. 
2902(a) [closing words, repealed] 

Solicitor-client privilege 

¢ defence, 232(2) 

e definitions, 232(1) 

¢ meaning, 232(1) 

° rules governing, 232 

¢ waiver of, 232(14) 

Solway case overruled, 244(13.1) [repealed] 

Son-in-law, as child of the taxpayer, 252(1)(c) 

Source(s) 

¢ business or property, income or loss, 9-37 

* capital gains and losses, 38-55 

¢ deductions applicable to, 4(2), (3) 

¢ employment income, 5-8 

* income from, 4(1) 

¢ other sources of income, 56-59.1 

¢ withholding of tax at, 153(1) 

e¢ non-residents, 215 

Source deductions, see Withholding tax 

Source withholding, see Withholding tax 
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Spacecraft, telecommunication, see 
Telecommunication spacecraft 


Spain, see also Foreign government 

* stock exchange recognized, Reg. 3201(1) 
Speaking aid, as medical expense, 118.2(2)(i) 
Special-purpose building, defined, Reg. 2903 
Special refundable tax 

¢ under Part IID of former Act, ITAR 67 
Special work site, employment at, 6(6) 
Specified active business 

¢ defined, 204.8 

¢¢ for foreign property rules, 206(1) 


ee for labour-sponsored venture capital 
corporations, 204.8 


Specified amount 


¢ defined 

*¢ re disposition of resource properties, 
66.7(12.1) 

e¢ re flow-through share renunciations, 
66(20) 

*¢ re seizure of property by creditor, 79(1), 
79.1(1) 


Specified animal 
¢ valuation of, 28(1.2) 


Specified beneficiary 

e re foreign reporting requirements 

ee defined, 233.2(1) 

e re principal residence 

ee defined, 54“principal residence’’(c.1)(i1) 

Specified Canadian entity 

¢ defined, 233.3(1) 

* reporting re distribution from foreign trust, 
233. 500 | 

¢ reporting re foreign property, 233.3(3) 

Specified class 

¢ defined 

*¢ associated-corporation rules, 256(1.1) 

*¢ capital gains strips, 55(1) 

¢ effect on corporations being associated, 
256(1), (1.6) 

¢ redemption of, 55(1)“permitted redemption” 

Specified cooperative corporation 

e defined, Reg. 4901(2) 

Specified cost 

¢ debt forgiveness rules 

¢¢ application of, 79.1(6), (7) 

ee defined, 80.01(1) 

* seizure of property by creditor 

*¢ cost of seized property includes, 79.1(6) 

ee defined, 79.1(1) 

Specified debt obligation, see also Lending 

asset; Mark-to-market property 

* accrued return from, Reg. 9102(1), (3) 

* amalgamation of holder, 87(2)(e.3) 

* amortization date, Reg. 9200(2) 

* cost amount of, 248(1)“cost amount’’(d.2) 
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° credit-related gains and losses, 142.4(7)B 

¢ defined, 142.2(1), Reg. 9100 

¢ disposition of, 142.4, Reg. 9200-9204 

*¢ no capital gain, 39(1)(a)(11.2) 

*¢ no capital loss, 39(1)(b)(1) 

*¢ payment received after disposition, 

142.4(11) 

* early repayment of, 142.4(10) 

¢ foreign exchange adjustment, Reg. 9104 

* income inclusion and deduction prescribed, 
142.3(1) , 

* mark-to-market property, 142.5(3) 

* partial disposition of, 142.4(9) 

* payment received after disposition, 142.4(11) 

¢ prescribed obligations, Reg. 9202 

* primary currency of, defined, Reg. 9100 

¢ rollover of, 85(1.1)(g-1) 

* superficial loss rule not applicable, 142.6(7) 


* transfer of insurance business by non-resident 
holder, 138(11.5)(k.1) 


¢ windup of holder into parent, 88(1)(a.3) 
Specified deposit 

e defined, 95(2.5) 

¢ excluded from FAPI, 95(2)(a.3) 
Specified employee 

e¢ defined, 248(1) 

ee — of partnership, 15(2.7) 

e remuneration of 


ee calculation of prescribed proxy amount for’ 
R&D investment tax credit, Reg. 2900(7), 


(8) | 
ee excluded from R&D expenditure pool, 
37(8) 

*e¢ limitation on SR&ED deduction, 37(9.1) 

Specified employer 

* overseas employment tax credit 

e¢ credit for employee, 122.3(1)(a) 

ores defined, 122. 5C2) 

¢ UI premium tax credit 

ee defined, 126.1(5) 

Specified energy property 

¢ defined, Reg. 1100(25), (27)-(29) 

e limitation on capital cost allowance, Reg. 
1100(24) 

* separate class, Reg. 1101(5m) 

Specified expense (re flow-through shares) 

¢ defined, 66(12.6), (12.601) 

Specified foreign property 

¢ defined, 233.3(1) 

¢ over $100,000, reporting requirement, 
233.3(1)“reporting entity” 

Specified foreign trust 

¢ defined, 233.2(1) 

* reporting requirement re, 233.2(4) _ 

Specified future tax consequence 

¢ defined, 248(1) 
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Specified future tax consequence (cont’d) — 

¢ ignored for balance-due day of corporation, 
157(1)(b)(G)(D) 

* ignored for instalment threshold 

** cooperative or credit union, 157(2)(c), (d) 

** corporation, 157(2.1)(a), 161(4.1)(a) 

ee farmers and fishermen, 161(4)(a): 

ee . individuals, 156.1(1.1), (1.2), 161(4.01)(a) 


* ignored for investment tax credit of small 
corporation, 127(10.2)A 


¢ ignored for penalties, 162(11) 

* ignored for refundable investment tax credit, 
127.1(2)“qualifying corporation” 

Specified gift 3 

¢ registered charity, of 

ee defined, 149.1(1) 

ee excluded from charitable expenditures and 

qualified gifts, 149.1(1.1) 
Specified individual 
e defined, 204.8 


* ownership and transfer of labour-sponsored 
venture capital corporation shares, 
204.81(1)(c)(v)—(vi1) 

Specified investment business, see also 

Investment business . 

¢ defined, 125(7), 248(1) 

e excluded from active business income, 
125(7)“‘active business” 

e included in base for dividend refund, 
129(4)“income’(a) 

* included in property income, 
129(4)“aggregate investment income’(c) 

Specified leasing property 

* acquire in the year, Reg. 1100(2)(a)(v) 

¢ addition or alteration to, Reg. 1100(1.19) 


* amount deductible in respect of, Reg. 
1100(1.1) 


¢ defined, Reg. 1100(1.11) 
¢ separate class, Reg. 1101(5n) 


Specified loan 

¢ defined, Reg. 8006 

Specified member (of partnership), see also 

Limited partner 

e anti-avoidance rule 

ee re alternative minimum tax, 127.52(2.1) 

e+ re negative ACB triggering gain, 
40(3.131) 

¢ CNIL of, 110.6(1)“investment expense” 

“investment income” 


¢ deemed capital gain on negative adjusted cost 
base, 40(3.1)(a) 

e defined, 248(1), (28) 

¢ FAPI rules, 95(1)“investment business” 

e investment tax credit of, 127(8)(b) 

* minimum tax, 127.52(1)(c.1) 

* R&D losses of, no deduction, 96(1)(g) 

* real property of (capital gains exemption), 
110.6(1)‘non-qualifying real property” 


* where interest in partnership loaned or 
transferred, 96(1.8) 


Specified multi-employer plan, see also 

Registered pension plan. 

Specified net royalty 

¢ defined, Reg. 1206(1) 

Specified non-resident shareholder 

e defined, 18(5) 

¢ loans by, thin capitalization rules, 18(4)—(6) 

Specified obligation (re debt forgiveness rules) 

¢ defined, 80.01(6) 

¢ parking of, deemed settled, 80.01(7), (8) 

Specified partnership income 

¢ defined, 125(6), (6.2), 125(7)“specified 
partnership income” ; 

¢ small business deduction for, 125(1)(a)(i) 


Specified partnership loss 

e defined, J25 vie" 

¢ reduces small business deduction, 
125(1)(a)(v) 

Specified percentage Ris 

¢ Canadian oil and gas exploration expense, re, 
Reg. 1206(1) 

* credit for northern residents 

¢* application in calculation of credit, 

110.7(1)(a), (b) (i) 

e¢ defined, 110.7(2) : 

¢ impaired debts reserve 

ee defined, 20(2.4) 

¢ interest and property taxes on vacant land 


ee defined, 18(2) (application for 1988-92 
only), 18(3.4) 


e investment tax credit, 127(9) 


¢* application in calculation of credit, 
127(9)“investment tax credit’(a), (e.1) 


¢« defined, 127(9)“specified percentage” 

¢ jabour-sponsored venture capital corporation 

ee defined, Reg. 6706(1) 

¢ life insurer, inclusion in income for 

land/building 

¢¢ application in calculation of prescribed 
amount, Reg. 2410(1) (opening words) 

ee defined, Reg. 2410(2) 

* manufacturing and processing credit — 

resource income 

e* application in calculation of credit, Reg. 
5203(3)(d) 

ee defined, Reg. 5202 

¢ reserve for 1995 stub period 

ee defined, 34.2(1) 

e resource and processing allowances 

¢¢ application in calculation of earned 
depletion base, Reg. 1205(1)(a)(v), 
(vi((A), 1205(1)Q@)Gv) 

ee defined, Reg. 1206(1) 

Specified person 

¢ defined 

ee for attribution rules, 74.5(8) 
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Specified person (cont’d) 
ee for prescribed shares under stock Opto 
rules, Reg. 6204(3) 


ee for source withholdings, 227(5.1) 

¢¢ for windup of corporation, 88(1)(c.2) 

° to benefit from subsequent disposition of 
property 

*¢ anti-avoidance rule, 69(11) 

ers application on winding-up, 88(1) 

Spee personal corporation, defined, ITAR 


Specified predecessor, defined, 59(3.4) 

Specified property 

* adjustment to adjusted cost base, 53(2)(g.1), 
53(4)-(6) 

¢ debt forgiveness rules 

ee defined, 54 

*¢ gain on disposition of, 80.03 


*¢ option in respect of, when exercised, 
49(3.01) 


* windup of corporation 

ee defined, 88(1)(c.4) 

¢¢ whether subject to bump in cost based on 

windup, 88(1)(c.3)(), (Vv) 

Specified proportion | 

¢ defined, 206(1) 

Specified reserve adjustment 

¢ defined, 20(30) 

¢ impaired debt reserve calculation, 
20(1)()Gi)(D)UDN 

Specified retirement arrangement 

e defined, Reg. 8308.3(1) 

¢ PSPA of, Reg. 8308.3(4) 

e« information return, Reg. 8402(3) 

* pension credit under, Reg. 8308.3(2), (3) 

Specified right, defined, ITAR 21(3) “specified 

right” 

Specified royalty 

¢ defined, Reg. 1206(1) 

Specified shareholder 

¢ defined, 18(5), 18(5.1), 55(3.2)(a), 
88(1)(c.2)(iii), 248(1) 

* interest on debt relating to the acquisition of 
land, 18(3)“interest on debt relating to the 
acquisition of land’(b) 

¢ non-resident, loans by, thin capitalization 
rules, 18(4) 

¢ soft costs relating to construction, 18(3.1)(b), 
18(3.2)(b) 

Specified stage (of production from Canadian 

resource property) 

¢ defined, 208(1.1) 

Specified temporary access road 

¢ defined, Reg. 1104(2) 

Speech impairment 


* sign language interpretation services for, 
188.2(2)(1.4) 


Speech synthesizer. 

¢ medical expense, Reg. 5700(p) 

Spinal brace, as medical expense, 118. 2(2)(i) 
Sporting event, see also Amateur athlete trust; 
Athlete 


¢ ineligible for Canadian film/video credit, 
Reg. 1106(1)“excluded production”’(b) 


* ineligible for film/video production services 
credit, Reg. 9300(f) 
Spousal equivalent credit, 118(1)B(b) 


Spousal support, see Support payments 
(spousal or child) 


Spousal trust, see also Trust (or estate): 

spouse 

e pre-1972 

e* deemed disposition by, 104(4)(a.1) 

ee defined, 108(1) 

Spouse 

¢ alimony, see Support payments (spousal or 
child) 

* common-law deemed a 252(4) 

¢ death 


¢¢ claim under provincial family law deemed 
to be transfer on death, 248(23.1) 


ee rollover of property, 70(6) _ 
¢ deemed benefits under plans, 146(8.91) 
¢ defined, 252(3), (4) 
ee re prescribed annuity contracts, Reg. 
304(4) 
e dividends received by, election re, 82(3) 
¢ divorce, see Divorce and separation 
e former 
ee defined, 252(3) 
ee transfer of property to, 73(1) 
* government annuity, deductible portion, 58(5) 
* income from property transferred to 
ee¢ joint liability for tax, 160(1)—(3) 
* income splitting through RRSP transfers, 
146(8.3), 146.3(5.1)-(5.5) 
¢ joint and several liability for tax, 160 
living apart 
*¢. .commutation of RRSP, 146(8:3) 
¢ property transferred 
ee liability for tax on income or gain 
from, 160(4) 
ee transfer to, 74.5(3) 
¢ loans to, 74.1(1) 
¢ for value, 74.5 
ee gain or loss, 74.2 
°° repayment of, 74.1(3) 
* maintenance, see Support payments (spousal 
or child) 


* marriage breakdown, see Divorce and 
separation 

¢ notch provision, 117(7), 118.2(1)D 

* pension payments to widow(er) of 
contributor, 57(5) 

¢ principal residence transferred to, 40(4) 
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Spouse (cont'd) 
* private health services plan premiums, 
medical expenses, 118.2(2)(q) 


* property acquired from deceased taxpayer, 
70(6) 


* property in trust for, deemed disposition by 
trust, 104(4)(a) 

ee deemed proceeds and cost, 104(5) 

* property transferred between 

ee valuation rules, 73 


ee where transferee non-resident, Part XIII 
tax not exigible, 212(12) 


* registered retirement savings plan for 
** amount of premiums deductible, 146(5.1) 
*¢ meaning, 146(1)“spousal plan” 


*¢ premiums not subject to income attribution 


rules, 74.5(12) 
ee transfers to 
eoe from RPP or DPSP, 60(.2) 
oe income splitting via, 146(8.3), 
146.3(5.1)-—(5.5) 


eee marriage breakdown, on, 146(16), 
146.3(5.1), 147.3(5) 


reserves allowed to, for year of taxpayer’s 
death, 72(2) 

¢ rollover of property 

ee death, on, 70(6) 

ee generally, 70(6) 


e inter vivos, 73(1) 

e reserves for year of death, 72(2) 
separation, see Divorce and separation 
support of 

ee when living together, 118(1)B(a) 

ee when separated or divorced, see Support 

payments (spousal or child) 

* surviving 

ee as RRIF annuitant, 146.3(1)“annuitant’’(b) 


ee death benefit paid to, 248(1)“death 
benefit” 


e transfer of business to, 24(2) 

¢ transfer of property to, 74(1) [repealed], 
74.1(1) 

ee for fair market value, 74.5 

ee gain or loss, 74.2, 74.5 

RRSP on marriage breakdown, 146(16)(b) 

* repayment of, 74.1(3) 

¢ special rules, 160(4) 

e valuation rules, 73 

trust for, see Trust (or estate): spouse 

¢ unused credits transferred to, 118.8 

St. Lawrence Seaway Authority, subject to 

tax, 27(2), Reg. 7100 

Stabilization account, see Net income 

stabilization account 

Stable equipment 

* capital cost allowance for, Reg. Sch. Me. 
10(c) 


Stairs, power-operated climbing chair for, 
medical expense, Reg. 5700(f) 


Standby charge 

* automobile, 6(1)(e) 

e¢ car salesperson/lessor, reasonable amount, 
6(2.1) 


*¢ operating costs, optional one-half, 
6(1)(k)(iv) 

e¢ partner or employee of partner, 12(1)(y) 
ee reasonable amount, 6(2) 
ee shareholder, 15(5) 
* available money, for 
** non-resident tax, 214(15) 
Stated percentage 

defined, 59(3.4) 
¢ variation of, 59(3.5) 
Statute-barred debt, deemed settled, 80.01(9) 
* subsequent payment of debt, 80.01(10) 
Statute-barred reassessments, 152(3.1), (4) 
Statutory exemptions, 81(1)(a) 
Stay of appeal during action to prosecute, 
239(4) 
Steam 


* generating equipment, capital cost, allowance, 
Reg. Sch. II:Cl. 34 


* processing of, investment tax credit, 
127(9)‘‘qualified property”(c. 1) 

Stepchild, dependent, 118(6)(a) 

Stock, capital, see Capital stock; Share 

Stock dividend, see Dividend: stock 


Stock exchanges 

* prescribed 

ee in Canada, Reg. 3200 

*¢ outside Canada, Reg. 3201 


Stock options 

* benefit from, 7(1) 

ee addition to adjusted cost base of share, 
53(1)() 

¢ death of employee, 7(1)(e), 164(6.1) 

¢ employees, to, 7, 110(1)(d), (d.1) 

¢ excluded from deemed disposition 

e* on becoming non-resident, 128.1(4)(b)(vi) 

*¢ on becoming resident, 128.1(1)(b)(v) 

* prescribed shares, Reg. 6204 

¢ return of employee shares by trustee, 8(12) 

¢ stock split or consolidation, effect of, 

110(1.5) 

Stock purchase loans 

¢ employee, to, 15(2)(a)(iii), 15(2.4)(c) 

Stock rights 

¢ issued to shareholder, 15(1)(c) 

Stock savings plan, prescribed 

¢ shares of 

** capital loss from disposition of, 40(2)(1) 

ee rescribed assistance, deduction from cost 
base, 53(2)(k)(i)(C) 

Stock split 

¢ effect on stock option, rules, 110(1.5) 
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Stone quarry 
¢ defined, Reg. 1104(8) 


Stop-loss rules 

* ceasing to be resident in Canada, 128.1(4)(H 

¢ change in control of corporation, 111(4)—(5.2) 

* disposition by corporation of interest in trust, 
107(1)(c) 

¢ disposition by partner of interest in trust, 
107(1)(d) 

¢ disposition by partner of share on which 
dividends paid, 112(3.1) 

* disposition of commercial obligation in 
exchange for another, 40(2)(e.2) 

¢ disposition of debt owing by related person, 
40(2)(e.1) 

¢ disposition of partnership interest, 100(4) 

* disposition of property to affiliated person, 
40(3.3), (3.4) 

° con ike of property to controller, 40(3.3), 

¢ disposition of share held as inventory, 
112(4)-(4.3) 

¢ disposition of share in prescribed venture 
capital corporation or LSVCC, 40(2)(i) 

¢ disposition of share of controlled corporation, 
40(2)(h) 

¢ disposition of share of corporation to itself, 
40(3.6) 

° ih of share of foreign affiliate, 93(2), 


¢ disposition of share on which dividend paid, 
112(3) 

¢ disposition of share received on 
reorganization, 112(7) 

¢ exchanged shares, 112(7) 

¢ losses following change of control.of 
corporation, 111(4)-(5.2) 

¢ mark-to-market property, 112(5.5), (5.6) 

e reverse takeover, 256(7)(c) 

¢ shares held by financial institution, 112(5.2) 

* windup of corporation, 88(1.1) 

Stopping business, see Ceasing to carry on 

business; Winding-up 

Storage area, capital cost allowance, Reg. Sch. 

II:Cl. 1(g) 

¢ for mine, Reg. Sch. I:Cl. 10(1) 

Storage cost, underground 

* capital cost allowance, Reg. Sch. II:Cl. 
10(f.1), Sch. H:Cl. 41 

Strike pay 

* not taxed (no legislative reference), Fries 
case [1990] 2 CTC 439 (SCC) 

Stripped bond 

* cost of coupon excluded from income when 
sold, 12(9.1) 

Stripping, see Capital gains stripping; Surplus 

stripping 

Structured settlement 

* insurer’s reserve for, Reg. 1400(e) 


¢ taxation of, IT-365R2 para. 5 


Stub period (1995) 

e reserve, 34.2(4) 

Students 

* commuting to U.S 

ee tuition fees, credit, 118.5(1)(c) 

e deemed resident, credit for tuition fees, 
118.5(2) 

¢ disabled, 118.6(3) 

e education credit, see Education credit 

e full-time, see Education credit 

* moving expenses, 62(2) 

* part-year resident, credit for tuition fees, 
118.91 

* taxpayer supporting, 118.9 

* tuition fees 

e* ancillary fees, 118.5(3) 

ee in Canada, credit, 118.5(1)(a) 

*¢ outside Canada, credit, 118.5(1)(b) 


e U.S. resident, Canada—U.S. Tax Convention 
Art. XX 


¢ unused credits, transfers of, 118.8, 118.9 
Stursberg case confirmed, 40(3.13) 
Subdivision of property, see Partition of 
property 

Subject corporation (for Part IV tax) 

¢ defined, 186(3) 

Subleases, see Leasing properties 


Subscriber 
¢ defined, for RESPs, 146.1(1) 


Subscriber’s gross cumulative excess 
¢ defined, for RESPs, 204.9(1) 


Subscriber’s share of the excess amount 
¢ defined, for RESPs, 204.9(1) 


Subsidiary, see also Parent (corporation) 
¢ controlled corporation 


ee defined, 248(1)“subsidiary wholly-owned 
corporation” 
** non-resident, see also Foreign affiliate 
loan to, 17(3), 247(7) 
e cost of shares of, 52(7) 
¢ defined, 88(1), Reg. 8605(4) 
¢ foreign, see Foreign affiliate; Controlled 
foreign affiliate 
90% or more owned, winding-up of 
net capital losses, 88(1.2), (1.3) 
non-capital losses, 88(1.1) 
parent corporation continuation of, 88(1.5) 
qualified expenditure, 88(1.4) 
rules, 88(1) 
wholly-owned corporation, see also Control 
of corporation 
¢¢ amalgamation, on, 87(1.2), (1.4) 
ee defined, 248(1) 
Substantial contribution of capital to 
partnership 
* meaning of, 40(3.16) 
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Substantial increase in indebtedness 

* meaning of, re partnership interest, 40(3.16) 
Substantial interest 

e defined, for Part VI.1 tax, 191(2), (3) 
Substitute’s salary paid by employee 

¢ deduction, 8(1)(i)(ii) 

*¢ certificate of employer, 8(10) | 
Substituted property ) 

¢ defined, 248(5) 


ee for matchable expenditure rules, 18.1(8)(b) 


¢¢ for superficial loss definition, 
54“superficial loss” (a) oe 

*¢ for windup of corporation, 88(1)(c.3) 

Substitution (Quebec) 

¢ deemed to be trust, 248(3) 

Subway, capital cost allowance, Reg. Sch. 

AB rss hGH ae 

Succession duties 


¢ applicable to certain property, deduction for, 
60(m.1) 


e interest on, deductible, 60(d) 
Successor corporation 


e Canadian resource property acquired from 
predecessor, 66.7(9) 


* cumulative Canadian development expense, 
deduction for, 66.7(4) 


e cumulative Canadian oil and gas property 
expense, deduction for, 66.7(5) 


¢ defined, 59(3.4) 

¢ mining exploration depletion, Reg. 1203(3) 

* property acquired by, ITAR 29(25) 

* resource and processing allowances, Reg. 
1202(3) 

* resource expenses, rules re, 66.7 

¢e application of, 66.6 

ee exclusions from, 66.7(6) 

* resource property acquired from predecessor, 
66.1(10) 

* resource property acquired from tax-exempt 
person, 66.6(1), (2) 


* second 
** resource and processing allowances, Reg. 
1202(3) °°! 


Successor pool (re debt forgiveness rules) 

e defined, 80(1) 

¢ use of to limit reductions of resource 
expenditures, 80(8)(a) 

Sulphur, see also Canadian field processing 


* resource allowance, Reg. 1204(1)(b)(i), 
1206(1)“resource. activity” (a) 


* royalties. from processing 

** not deductible, 18(1)(m)(v)(B) 

e* taxable, 12(1)(0)(v)(B) 

* specified stage of production, 208(1.1)(e) 

* transporting, transmitting or processing, Reg. 


1204(3)(a), 1206(1)“resource activity’ (j)(i)(A) 


Sunday, see Holiday 


Superannuation benefits, see also Pension 

¢ defined, 248(1) 

¢ estate tax on, deduction for, 60(m) 

* succession duties on, deduction for, 60(m.1) 

* testamentary trust receiving, 104(27) 

* transferred to another plan, deductible, 60(j) 

* unpaid, 78(4) 

* used to purchase income-averaging annuity 
contract, deductible, 61(2)(a) 

Superficial loss, see also Pregnant loss 

¢ added to adjusted cost base of property, 
S3(1)(f) , 

* capital loss deemed nil, 40(2)(g)() 

° ae property, 40(3.3)—-(3.5), 54“superficial 
Oss 

¢ defined, for capital gains purposes, 54 

* eligible capital property, 14(12), (13) 

e financial institution, of, 18(13)—(15) 

** no application to specified debt obligations 

or mark-to-market property, 142.6(7) 

¢ inventory held as adventure in nature of 
trade, 18(14)-(16) 

Superior court 

¢ defined, Interpretation Act 35(1) 

Supplementary depletion base 


° capital cost of bituminous sands equipment 
added to 


e* proceeds of later disposition, 59(3.3)(c) 


* capital cost of enhanced recovery equipment 
added to 


¢* proceeds of later disposition, 59(3.3)(d) 
Supplementary unemployment benefit plans, 
145 


* amounts received under, income, 56(1)(g) 
¢ benefits 
e¢ withholding tax, 153(1)(e) 
¢ defined, 145(1) 
¢ election to file return, 217 
¢ employer’s contribution 
ee limitation on deductibility, 18(1)G) 
ee not includable in employee’s income, 
6(1)(a)@) 
* payments to non-resident, 212(1)(k) 
Supplies 
¢ deemed to be inventory, 10(5) 
°° certificate of employer, 8(10) 
e valuation of, 10(4) 
Support amount, see also Child support 
amount 
¢ defined, 56.1(4), 60.1(4) 
* payments before agreement or court order, 
56.1(3), 60.1(3) 
e whether deductible, 60(b), 60.1 
whether taxable, 56(1)(b), 56.1 
Support payments (farm) 
* information slips required, Reg. 234-236 
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Support payments (spousal-or child) 
¢ “allowance” defined, 56(12) 


* child support, agreement or order after April 
1997 


ee  non-deductible, 60(b), 
56.1(4)“commencement day” 


e¢ non-taxable, 56(1)(b), 
56.1(4)““commencement day” 


¢ deductible when paid, 60(b), (c) 


° enforcement of, see Family. Orders and 
Agreements Enforcement Assistance Act 


e income when received, 56(1)(b), (c) 

¢ medical/educational payments, 56.1(2), 
60.1(2) 

¢ mortgage payments, 56.1(2), 60.1(2) 

¢ no dependant credit for spouse or child when 
paid, 118(5). 

¢ paid to non-resident, 212(1)(f), 217 

* paid to third parties for benefit of spouse or 
children, 56.1, 60.1 


* paid to U.S, resident, Canada—U.S. Tax 
Convention Art. X VIII:6 


¢ reimbursement of, taxable, 56(1)(c.2) 

¢ repayment of, deductible, 60(c.2) 

° retroactive deductibility/taxability, 56.1(3), 
60.1(3) 

° taxable, 56(1)(b), (c) 

Supporting person 

° for child care expenses, defined, 63(3) 


e liability for excess child tax credit refunded, 
160,1(2) 


¢ unused education credits transferred to, 118.9 
Surcharge, see Surtax 

Surface construction 

¢ capital cost, 13(7.5)(b), Reg. 1102(14.3) 
Surplus 

* contributed 


ee computation of, on transfer of insurance 
business, 138(11.9) 


** converted into paid-up capital, no dividend 
deemed, 84(1)(c.1)-(c.3) 


e defined (re pension plan), Reg. 8500(1) 
¢ distribution of, by foreign affiliate, Reg. 5901 


* exempt, see Exempt surplus (of foreign 
affiliate) 


* pre-acquisition, see Pre-acquisition surplus 
(of foreign affiliate) 

* stripping, see Surplus stripping 

¢ taxable,.see Taxable surplus (of foreign, 
affiliate) 

Surplus entitlement percentage, defined, 95(1) 


Surplus stripping 


* conversion of dividend to exempt capital 
gain, 110.6(8) 


e publicly-traded corporation, by, 183.1 
e sale of shares by individual, 84.1 
¢ sale of shares by non-resident, 212.1 


Surrender 

* of property to creditor, see also Seizure: 
property 

ee defined, 79(2) . 

ee does not constitute payment, 79(6) 

** proceeds of disposition to debtor, 79(3) 

** subsequent payment by debtor, 79(4) 

* of share, partnership interest or trust interest 

¢¢ deemed capital gain, 80.03(2) | 

ee defined, 80.03(3) 

Surtax, see also Additional tax | 

* corporation, 123.2 

*¢ credit against Part 1.3 tax, 181.1(4)-(7) 

** credit against Part VI tax, 190.1(3)-(6) 

¢* reduced by Part 1.3 (before 1992), 125.3 


** reduced by Part VI tax (before 1992), 
1252: ren fore — 


¢ deposit-taking financial institutions, 
190.1(1.2) 

¢ Part VI, 190.1(1.2) 

¢ health promotion, 182, 183 

e individual, 180.1 . 

Survey, quadrennial, reserve for, 12(1)(h), 

20(1)(o), Reg. 3600 

Surveying costs 

* cost base of property, addition to, 53(1)(n) 

Surviving spouse 

¢ as RRIF annuitant, 146. 3¢4)‘arimatitant’?(b) 

¢ death benefit paid to, 248(1)“death benefit” 

* tobacco manufacturers, 182, 183. 


Suspended losses, see muSBCHOren of eeat 


Suspension of losses 

* capital losses, 40(3.3)—(3.5) 

¢ depreciable property, 13(21.2) 

¢ eligible capital property, 14(12), (13) 

* inventory held as adventure in nature of 
trade, 18(14)-(16) 

e share or debt owned by financial institution, 
18(13), (15) 

¢ terminal losses, 13(21.2) 

Swine 

° ees herd maintained since 1971, deduction, 


Switzerland, see also Foreign government . 
¢ stock exchange recognized, Reg. 3201(m) 


Sy: vite 

e drilling and exploring for, 66(2) 

* extraction of, 248(1)“mineral resource’’(d)(11) 

Synagogue, see also Charity 

¢ rabbi employed by, deduction re residence, 
8(1)(c) 

Syndicate 

¢ drilling and exploration expenses, ITAR 
29(9), “(10), (13) 

* interest in 

** expenses of selling, 2014 Ne) 
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Synthetic speech system etc. 

* enabling blind person to use computer 
medical expense, Reg. 5700(0) 
Systems software, see Software 


T 
T-4 information return 

filing deadline (Feb. 28), Reg. 205(1) 
requirement for, Reg. 200(1) 

TCC, see Tax Court of Canada 

TCP, see Taxable Canadian property 


TPAR, see Total pension adjustment reversal 
TPS, see Taxable preferred share 

T-Bill, see Treasury bill 

“Tainted” spouse trust, see be Pre- 1972 
spousal trust 

¢ relieving rule, 70(7) 

Takeover, see also Control of corporation: 
change of. 

reverse, 256(7)(c) 


Talk show 

¢ ineligible for Canadian film/video credit, 

Reg. 1106(1)“excluded production’’(b) 

ineligible for film/video production. services 

credit, Reg. 9300(d) 

Tank, oil or water storage 

* capital cost allowance, BSB: Sch. II: Cl. 6, 8, 

Tapestry 

¢ hand-woven, whether CCA allowed, Reg. 
1102¢1)(e).. 

Tar sands, defined, 248(1) 


Tar sands ore 
defined, Reg. 1104(2), 1206(1) 
processing of, Reg. 1104(5)(a)(ii), 
1104(5)(c)(iii), 1104(6)(a)Gii), 1 ‘cia 
1204(1)(b)Gi)(C), 1204(1)(b)G11)(C) 
1204(1)(b)(Giv)(C), 1205(1)(a)(iv)(A)AID, 
1205(1)(a)(iv)(B)(I1), 1205(1)(b) Gi), 
5201 (c.3) 
excluded from M&P credit, 
125.1(3)“manufacturing or 
processing’’(f)(i11) 
investment tax credit, 127(9)“qualified 
property”’(c)(vi)(C) 


Tax 
abatement, see Tax abatement 
addition to, for income not earned in a 
orovince, 120(1) ~ 
additional 
on non-Canadian corporations Carrying. on 
business in Canada, 219 
agreement, see Tax treaty 
application of AE od under collection 
agreement, 22 


assets used as security by DPSP trust, on, 
198 


Index 
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attempt by partners to reduce or postpone, 
103 


avoidance, see Anti-avoidance rules; Tax 
avoidance , 


branch, 219 : 
“business-income tax” defined, 126(7) 


_carved-out income, on,.209... 


collection of, see Collection of tax 


computation of, 117(5.2),.. see also 
Computation of tax, Reg. Part I 


corporate distributions; ‘on, 183.1 
indirect payments, 183:1(5) 
limitation, 183.1(6) 


stock dividends repurchased for excessive 
amount, 183.1(3) 


subsec. 110.6(8) not: applicable, 183, 467) 
Erponone 123-125.1 
court, see Tax Court of Canada 
credits, see Tax credits 
debt to Her Majesty, 222 » 
deduction at source 
amount of, deemed tomeued by ieee 
153(3) © 
~ required of payer, 153 
tables, Reg. Sch: I ' 
deduction from 
employed out of Canada, 122.3. 
re province providing schooling 
allowance, 120(2) 
deduction of, Reg. Part I 
deduction under s. 66.5, on, 196 


deductions in computing, see Deductions in 
computing tax 


deemed payable under.amended Act, ITAR 
49 


deferred income plans, on, see also Deferred 
income plans 


deferred profit sharing plans, on, 198-204 


tax on non-qualified investments and 
assets used as security, 198 


estimate to be made, 151 
evasion, see Tax evasion, penalty for © 


excessive capital dividend or capital gains 
dividend elections, on, 184 


failure to remit amounts withheld, 227(9) 

salary or wages, from, 227(9.5) 
failure to withhold, 227(8) 

assessment for, 227(10) 

salary or wages, from, 227(8.5) 
foreign, see Foreign taxes 


foreign property acquired by pension and 
other pension and other plans, re, 205-207 


forfeiture under deferred profit sharing plan, 
201 


imposed, see Liability for tax 


income from Canada of non-residents, on, 
212—-F8Y * 3 


income from property transferred at non- 
arm’s length, on, 160(1)-(3) 
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Tax (cont'd) 


individuals 
surtax, 180.1 
interest on unpaid amount, 161(1) 


investment income of life insurers, on, 
211-2115 


large corporations, see Large corporations tax 
(Part 1.3) 
liability for, see Liability for tax 
logging 
deduction for, 127(1), Reg. Part VII 
defined, 127(2) 


manufacturing and processing deduction, 
125.1 


mining, deduction, 20(1)(v), Reg. 3900 
“non-business-income tax” defined, 126(7) 
non-deductible, 18(1)(t) 


non-qualified investments of deferred profit 
sharing plan, on, 198, 199 


non-residents, see Non-resident tax 
otherwise payable 
deduction from, 120.1 


defined, 120(4)‘tax otherwise payable 
under this Part” 126(7)“tax for the year 
otherwise payable under this Part” 


over-contributions to deferred income plans, 
on, 204.1—204.3 


overpayment, defined, 164(7) 

Part I.2, deduction for, 60(w) 

Part II, 182(1) 

Part II.1, 183.1 

Part IV 
reduction in, re Part IV.1 tax payable, 
186(1.1) 

Part IV.1, 187.2, 187.3 
reduction in Part IV tax re, 186(1.1) 

Part VI.1, 191-191.4 

Part XIL3 
deductible from income of life insurer, 
138(3)(g) 

payable 
amount deemed to be, 20(1)(1]) 
corporations, 123 

° non-resident, on branch profits, 219 
defined, 248(2) 
inter vivos trust, by, 122 

payment of, see Payment of tax 


property acquired by trusts, governed by 
deferred income plans, re, 205—207 


property disposed of by public authorities, re, 
207.3, 207.4 


property held by trusts governed by deferred 
income plans, re, 207.1, yi! 


rates of, see Rates of tax 

recovery by deduction or set-off, 224.1 
refund of overpayment, see also Refund 
refundable, see Refundable Part IV tax 
registered charities, 188, 189 

registered investments, re, 204.4—204.7 


* registered securities dealers, re securities” 
lending arrangement payments to non- 
residents, 212(19) 


e return, see Returns 
* revoked plans, on, 198 
* royalties paid by tax-exempt person, re, 208 
* security for, 220(4)-(4.4) 
¢ shelter, see Tax shelter 
* small business deduction, 125 
* surtax 
corporation, 123.1 
individual, 180.1 
table, use of, 117(6), Reg. Part XXV 


taxable dividend received by private 
corporation, 186 


* tobacco manufacturers, 182, 183 

* tobacco manufacturing income, 182 

* unpaid, interest on, 227(9.3) 

¢ withheld at source 

deemed to discharge debt, 227(13) 
failure to remit, 227(9) 

held in trust, 227(4), (4.1) 

not part of estate, 227(5) 

¢ withholding of, see Withholding tax 

Tax abatement 

* corporations, 124 

* individuals, Reg. 6401 

prescribed dates, Reg. 6401 

province providing schooling allowance, 
120(2) 

* manufacturing and processing, 125.1 

* not available to Crown corporations, 124(3) 
* small business, 125 

Tax accounts 

* transfer of instalments between, 221.2 


Tax agreement, see Tax treaty 

Tax avoidance, 245, 246, see also Anti- 
avoidance rules 

* arm’s length rule, 246(2) 

* corporations deemed associated, 256(2.1) 


* income splitting through spousal RRSPs, 
146(8.3), 146.3(5.1)-(5.5) 


* interest-free or low-interest loans, 56(4.1) 
* partnership, by, 103 

* penalties, see also Penalty 

¢ refundable Part VII tax, 193(7) 

¢ refundable Part VIII tax, 195(7) 


* share acquired to obtain dividend refund, 
129(1.2) 


* trusts, allocation of income and capital to 
different beneficiaries, 104(7.1), (7.2) 

Tax basis 

* defined, 142.4(1), Reg. 9100 

variation in, for certain insurers, 138(13) 


* used as cost amount for specified debt 
obligation, 248(1)“cost amount’’(d.2) 
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Tax benefit, 245(1) 

¢ defined 

*¢ general anti-avoidance rule (GARR), 
245(1) 

transfer pricing documentation, 247(1) 
Tax consequences, defined, 245(1) 

Tax convention, see Tax treaty 


Tax Court of Canada 
¢ appeal from, to Federal Court 
e transfer of documents, 176 
appeal to, 169 
general procedure, 175 
¢ informal procedure, 170 
¢ only.on grounds raised. in objection, 
169(2.1) 
prohibited where right waived by 
taxpayer, 169(2.2) 
¢ time not counted, 174(5) 
application for extension of time 
¢ for appeal, 167 
¢ for notice of objection, 166.2 
disposal of appeal, 171 
hearing officer appointed, 231.4(2)-(4) 
reference to 
* common questions, 174 
where no reasonable grounds for appeal, 
179.1 
Tax credits 
¢ aged 65 and over, 118(2) 
¢ basic minimum, 127.531 
CPP contributions, 118.7 
charitable donations, 118.1 
child, 122.2 
¢ dependants, 118(1)B(b), (d) 
alimony, maintenance or support 
payments, effect of, 118(5) 
¢ disability, 118.3 
¢ education credit, 118.6(2) 
carryforward of unused portion, 118.61 
transfer of unused portion, 118.8, 118.9 
¢ employment insurance premiums, 118.7 
* equivalent-to-married status, 118(1)B(b) 
* foreign taxes, 126 
¢ forward averaging, 120.1 
¢ fraudulently obtained, offence, 239(1.1) 
¢ GST, 122.5 
gifts, 118.1 
individual, 118 
investment, 127(5)-(17), 127.1 
labour-sponsored funds, 127.4 
manufacturing and processing, 125.1 
married status, 118(1)B(a) 
medical expenses 
¢ non-refundable credit, 118.2 
¢ refundable credit, 122.51 
mental or physical impairment, expenses 
related to, 118.2(2)(b), (c) 
* non-resident individual, 118.94 


e @ e e e e * e e 
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ordering of, 118.92 
overseas employment, 122.3 
part-year resident, 118.91 
pension income, 118(3) 
personal, 118(1) 
¢ limitations, 118(4) 
¢ not available to trust, 122(1.1) 
political contributions, 127(3)-(4.2) 
scientific research, 127.3 
separate returns, in, 118.93 
share-purchase, 127.2 
single status, 118(1)B(c) 
small business, 125 
spousal, 118(1)B(a) 
tuition credit, 118.5 
¢ carryforward of unused portion, 118.61 
¢ transfer of unused portion, 118.8, 118.9 
une NRO insurance premium, 118.7, 


unused 
¢  carryforward, 118.61 
* transfer to spouse, 118.8 
* transfer to supporting person, 118.9 


Tax deferral, see also Rollover 


agreement authorized by tax treaty, deemed 
valid, 115.1 


Tax evasion, penalty for, 163, 238, 239 
Tax-exempt person, see Exempt person 
Tax factor 


relevant, defined, 95(1) 


Tax for year otherwise payable under Part I 


defined, 126(7) 


Tax-free zone 


pre-1972 capital gains, ITAR 26(3) 


Tax matters partner 


to file objections to determination of 
partnership income, 165(1.15) 


Tax otherwise payable 


defined, 120(4), 127(17) 


Tax-paid amount 


defined, 146(1) 
excluded from RRIF income 
¢ generally, 146.3(5)(c) 
e on death, 146.3(6.2)A(b), (c) 
excluded from RRSP income 
¢ generally, 146(1)“benefit”(c.1) 
e on death, 146(8.9)A(b), (c) 


Tax payable 


defined, 127—127.5, 248(2) 

determination of, by Minister, 152(1.11), 
Cha Z) 

determined without reference to minimum 
ee aed eg AD) 


“Tax payable” etc. under Part I 


minimum tax excluded, 117(1) 


Tax return, see Returns 
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Tax shelter 
¢ business does not entitle individual to June 
15 filing deadline, 150(1)(d)@i)(A) 
* computer software, see Computer software 
tax shelter property 
¢ cost of, 143.2 
¢ deduction disallowed 
ee where identification number, not provided, 
237.1(6) 
¢ where penalty unpaid, 237.1(6.1) 
defined, 237.1(1) 
film, see Motion picture film 
fiscal period, election for non-calendar year 
prohibited, 249.1(5) 
¢ identification number 
¢* application for, by promoter, 237.1(2) 
ee display of, required, 237.1(5), Reg. 231(5) 
(to be repealed) 
ee . issuance of, by Minister, 237.1(3) 
** penalty for false information in 
application, 237.1(7.4) 
¢* penalty for selling shelter before number 
issues, 237.1(7.4) 


¢* prerequisite for deduction, 237.1(6) 

** prerequisite of sale etc., 237.1(4) 

*¢ provision of, to buyers, 237.1(5) 

e information outside Canada, 143.2(13), (14) 

¢ information returns, Reg. 231 

¢ investment, 143.2 

*¢ defined, 143.2(1)“tax shelter investment” 

*¢ matchable expenditure, 18.1(13) 

*e reassessment, no limitation period, 
143.2(15) 

* minimum tax on deductions, 127.52(1)(c.3) 

¢ Minister’s powers of investigation, 237.1(8) 

¢ MURB, see Multiple unit residential 

buildings 

mutual fund limited partnership, 18.1 

prescribed benefit, Reg. 231(6), (6.1) 

promoter 


¢ application for identification number, 
237.1(2) 


ee defined, 237.1(1) 
ee information return, 237.1(7) 
¢¢ provision of identification number to 
buyers, 237.1(5) 
¢ sales prohibited without identification 
number, 237.1(4) 


* software, see Computer software tax shelter 
property 
¢ yacht, see Yacht 


Tax sparing, pre-1976 investment, Reg. 
5907(10) 


Tax transfer payments to provinces, 154, Reg. 
3300 


Tax treaty 

* amounts exempt under, deduction for, 
110(1)(£)@) 

* anti-treaty shopping rule, Canada—U.S. Tax 
Convention Art. XXIX A 


* Canada—U.K., see Table of Contents 
¢ Canada—-U.S., see Table of Contents 


° cone authority agreement deemed valid, 
1 

* country with, foreign affiliate in, Reg. 

5907(11)-(11.2) 

designated treaty country (FAPI rules), Reg. 

5907(11), G1.) 

dividend limitation in 

¢* applies for branch tax, 219.2 . 

°* applies for corporate emigration tax, 219.3 

¢ exempting Canadian corporation from tax, 
250(5) 

* exemption from capital gain, subsequent 
capital gains strip, 55(3.1) [temporary] 

¢ income exempt under, not earned income for 
RRSP, 146(1)“earned income”(c) 


interpretation of, Income Tax Conventions | 
Interpretation (reproduced before the treaties) 


list of, see Table of Contents 
listed countries, Reg. 5907(11)-(11.2) 


* non-resident under, deemed non-resident of 
Canada, 250(5) 


* partners exempted by, new partner joining 
partnership, 96(8) 


* tax on disposition of property by non-resident 
deferred under, 115.1 

ee election, time of making, Reg. 7400(2) 

*e prescribed provisions, Reg. 7400(1) 

Taxable amount 

¢ amount, see Taxable capital amount 


Taxable benefits, see Benefit 


Taxable Canadian corporation 
e defined, 89(1)‘taxable Canadian corporation” 


* non-resident-owned investment corporation 
deemed not to be, 134 


¢ prescribed, for Canadian film/video credit, 
Reg. 1106(2) 

* property disposed of to taxpayer 

ee cost base, addition to, 53(1)(f.1) 

Taxable Canadian life investment income, 

defined, 211.1(2) 

Taxable Canadian property, see also Property 

¢ deemed, 128.1(4)(e) 

¢ defined, 115(1), 248(1) 

¢ disposition of, by non-resident, 116 

ee purchaser liable for tax, 116(5) 

ee taxable, 2(3)(c) 

¢ excluded from deemed disposition 

*¢ on becoming non-resident, 128.1(4)(b)(@) 

*¢ on becoming resident, 128.1(1)(b)(i) 

¢ includes option, 115(1)(b)(xii1) 

* prorating for gains before May 1995, 40(9) 

¢ rollover of, 85(1)(i), 85.1(1)(a) 

¢ ship or aircraft used in international traffic, 
115(1)(b)Gi)(B) 

* transitional rule re property not covered 
before April 26/95, ITAR 26(30) 
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Taxable capital 

¢ for financial institutions tax 

e ¢ . defined, 190.12; ig 
ee employed in Canada, defined, 19011 4 

¢ for large corporations tax ; 

ee defined, 181.2(2), 181.3(2), 


** employed in Canada, defined, 181. eine 
181.3(1), 181.4, Reg. 8601 


eee, .tax-on,,181. 11) 

Taxable capital amount 

¢ defined, 66(12.6011) 

¢ limit of $15 million for flow- through of CDE 
as CEE, 66(12.601)(a.1) 

Taxable capital employed in Canada 

e defined 

ee for financial institutions tax, 190.11. : 


ee for large corporations tax, 181. 2¢1)s 
181.3(1), 181.4 


ee for renunciation of CDE as CEE on flow- 
“through shares, 66(12.6011) _. 
Taxable capital gain, see Capital gain 


Taxable deficit (of foreign affiliate) | 
defined, Reg. 5907(1) 


Taxable dividend 
¢ defined, 89(1), 112(6)(a), 129(1. 2), 129(7), 
133(8), 248(1) 
ee for purposes of debt forgiveness, 
80.03(1)(b) 
¢e for purposes of dividend refund, 129(7) 


ee for purposes of non-resident-owned ~ 
investment corporation, 133(8)‘‘taxable 
dividend” 


ee for purposes of stop-loss rules, 112(6)(a) 
ee generally, 89(1), 248(1) 

* partnership receiving, 186(6) 

Taxable earnings (of foreign affiliate) 

¢ defined, Reg. 5907(1).. 


Taxable income 
* communal organization, election re, 143(2). 


* computation of, 110-114 
* cumulative ) 
ee non-resident-owned investment 
corporation, of, 133(9)“cumulative taxable 
income’ 
¢ deductions in computing, see Deductions in 
computing taxable income; Tax credits: 
¢ defined, 2(2) 
¢ determination of, by Minister, 152(1.11), 
(1.12) 
* earned in a province by a corporation, Reg. 
Part IV 
* earned in Canada 
ee defined, 248(1) 
ee determination of, by Minister, 152(1.11), 
Gick2) 
* earned in the year in a province, 124(4) 
¢ life insurer, 138(7) 
* non-resident, earned by in Canada, 115 


* non-resident-owned investment corporation, 
133(2) ' 

* non-resident person, 115 

Taxable loss (of foreign affiliate) 

¢ defined, Reg. 5907(1) 


Taxable obligation 

* defined, 240(1) 

Taxable preferred share 

¢ defined, 248(1) 

¢ dividends excepted from tax, 187.1 


* tax on cmenpes) paying dividends on, 
191-191. 


ee thee to transfer tax Laity to 
related corporation, 191.3 


coe assessment by Minister, 191.3(3), (5) 


a10 78 payment by transferor corporation, 
191.3(6) 


eee where of no effect, 191. 3(4) 
*¢ amalgamation, 87(2)(rr) 
*¢ associated corporations, 191.1(3) 
coe failure to file agreement, 191.1(5) 
eee total dividend allowance, 191.1(4) 
¢e« dividend allowance, 191.1(2) 
eee short years, in, 191.1(6) 
eee total, for associated corporations, 
191.1(4) 
ee excluded dividend, defined, 191(1) 
ee financial intermediary corporation, 
defined, 191(1) 
ee information return, 191.4(1) 
¢* private holding corporation, defined, 
1ISACLAT 
e¢ substantial interest, 191(2), (3) 
e¢ tax payable, 191.1(1) 
eee election, 191.2 
* tax on dividends received by corporation, 
LSD 
ee information return, 187.5 
ee partnerships, 187.4 


Taxable RFI share 

* amalgamation; effect of, 87(4.2) 

¢ defined, 248(1) . 

¢ tax on dividend, 187.3(1)- 

Taxable supplier 

¢ defined, 127(9) 

Taxable surplus (of foreign affiliate) 

* adjustment where gain deemed due to 
negative adjusted cost base, 93(1)(b)(ii) 

¢ deduction for dividend paid out of, 113¢1)(b) 
(c), Reg. 5900(1)(b) 

e defined, 113(1)(b)(ii), Reg. 5907(1) 

Taxation year, see also Fiscal period 

* becoming or ceasing to be exempt, deemed 
year-end, 149(10) 


* becoming or ceasing to be financial 
institution, deemed year-end, 142.6(1) 


* ceasing to carry on business, 25(1) 
¢ change of control, deemed year-end, 249(4) 
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Taxation year (cont'd) 

* company formed by amalgamation, of, 
87(2)(a) 

* corporation, of 

¢* longer than 365 days, 249(3) 

* deemed “fiscal period”, 14(4) 

* defined, 11(2), 104(23)(a), 132.2(1)(b), 
(o)(ii), 142.6(1), 149(10), 149.1(1), 249, Reg. 
1104(2) 


* employees profit sharing plan trust, 144(11) 

* first, of mortgage investment corporation, 
130.1(8) 

* fiscal period of business, and, 11(2) 

* foreign affiliate, of, 95(1)“taxation year” 

* individual, of, 11(2), Reg. 1104(2) 

* less than 12 months, see Short taxation year 

* mutual fund corporation or trust, on rollover, 
132.2(1)(b), (0)(i) 

* partnership, of, 96(1)(b) 

¢ reference to, 249(2), (3) 

* registered charity, of, 149.1(1)“taxation year” 

* short, see Short taxation year 

* testamentary trust, of, 104(23) 

Taxed capital gains (of investment 

corporation, mutual fund corporation or 

mutual fund trust) 


* defined, 130(3)(b), 131(7), 132(S) 

Taxicabs, Reg. Sch. II:Cl, 16 

Taxpayer 

* absconding, 226 

* bankrupt, 128 

* becoming Canadian resident, ITAR 26(10) 

* ceasing to be resident, see Non-resident: 
becoming 

* death of, see Death of taxpayer 

* defaulting, 226 

¢ defined, 248(1) 

** for tax shelter investments, 143.2(1) 

* investigation, under 

** rights of, at inquiry, 231.4(6) 

. 07 i Canada, demand for amounts owing, 

* not limited to person liable for tax, 248(1) 

Taxpayer information 

* defined, 241(10) 

* provision of 

** authorized, 241(4) 

** prohibition against, 241(1) 

Teacher 

* contribution to teachers’ exchange fund, 
8(1)(d) 

* registered pension plan, contribution to, 
147.2(5) 


* sabbatical arrangement, Reg. 6801(a) 
Telecommunication spacecraft 


* capital cost allowance, Reg. Sch. II:Cl. 
10(f.2), Sch. If:Cl. 30 


** separate classes, Reg. 1101(Sa) 


Telecommunications 

¢ defined, Interpretation Act s. 35(1) 

Teleglobe Canada, subject to tax, 27(2), Reg. 

7100 

Telephone and telegraph equipment 

* capital cost allowance, Reg. Sch. If:Cl. 3, 
Sch. II:Cl. 17 ) 

Telephone and telegraph systems 

* capital cost allowance, Reg. Sch. II:Cl. 17 

¢ defined, Reg. 1104(2) 

Telephone ringing indicator 

¢ medical expense, Reg. 5700(k) 

Teletypewriter 

* medical expense, Reg. 5700(k) 

Television commercial message 

* capital cost allowance, Reg. Sch. II:Cl. 12(m) 

¢ defined, Reg. 1104(2) 

Television decoder (to visually display vocal 

portion of signal) 

¢ medical expense, Reg. 5700(q) 


Temporary acess road, see Specified temporary 
access road 


Temporary capital tax on life insurers, 
190.1(1.1) 

Tenant inducements 

* taxable as income, 12(1)(x) 

Term insurance 

¢ defined, Reg. 2700(1) 

Term preferred share 

¢ defined, 248(1) 

¢ dividends on 

e*« deemed, 84(4.2), 258(2) 


** received by specified financial institution, 
112(2.1) 


eee deemed interest on, 258(3)(a) 

* reduction of paid-up capital, deemed 
dividend, 84(4.2) 

¢ share-for-share exchange, 87(4.1) 

Terminal loss 

¢ deduction for, 20(16) 


** after ceasing to carry on business, 
20(16.3) 


¢ limitation re passenger vehicles, 20(16.1) 


¢ limitation where property acquired by 
affiliated person, 13(21.2)(e)() 


Termination of business, see Ceasing to carry 
on business 


Termination payment, see Retiring allowance 


Territorial sea 
¢ defined, Jnterpretation Act 35(1) 


Territory 
¢ defined, /nterpretation Act 35(1) 


Tertiary recovery equipment, Reg. 1206(1) 


Testamentary trust, see Trust (or estate): 
testamentary 
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Therapy 

* non-taxable employment benefit, 6(1)(a)(iv) 

¢ rehabilitative, for speech or hearing loss, 
118.2(2)(1.3) 

Thermal waste 

¢ defined, Reg. 1104(13) 


Thin capitalization 

¢ interest not deductible, 18(4)—-(6) 

** exception, 18(8) 

Things, see Property; Rights or things 

Third party demand 

¢ information, for, 231.2(1) 

° payment, for, see Garnishment for taxes 
unpaid 

Third party payment, see Scientific research 


and experimental development: third party 
payment 


Threshold amounts, see Dollar amounts in 

legislation and regulations 

Tiers of partnerships 

¢ look-through rules, 163(2.8), 233(3), 
233.1(5), 233.3(2), 233.4(3), 247(6) 

Tile drainage, deduction, 30 


Timber limits 

* capital cost allowance, Reg. 1100(1)(e), Reg. 
Sch. VI 

ee separate classes, Reg. 1101(3) 

¢ disposition of by non-resident, 216(5) 

* equipment for use in, capital cost allowance, 
Ree 'Sch: ICP: 10), ‘Sch TECLE*TS 

Timber resource property 

* capital cost allowance, Reg. Sch. II:Cl. 33 

¢ defined, 13(21) 

¢ disposition of 

*e by non-resident, 216(5) 

** no capital gain, 39(1)(a)(v) 

¢* proceeds of disposition, 20(5.1) 

¢ in corporation, share is taxable Canadian 
property, 115(1)(b)(v)(A)CID 

¢ in partnership, constitutes taxable Canadian 
property, 115(1)(b)(vii)(C) 

* non-arm’s length transfer, exclusion from 
rule, 13(7)(e) 

¢ undepreciated capital cost, 
13(21)“undepreciated capital cost’G 

Timber royalty 

* paid to non-resident, 212(1)(e) 

ee alternative re, 216 

Time 

¢ deadlines and time limits for taxpayers, see 
Deadlines 

* expiring to recover a debt, see Statute-barred 
debt, deemed settled 

* extension of, see Extension of time 

* reassessment, for, see Reassessment 

Tips 

* source withholding, Reg. 
100(1)“remuneration” (a. 1) 


* taxable as employment income, 5(1) 

Titles in legislation 

¢ relevance of, Interpretation Act s. 14 

Tobacco manufacturers’ surtax, 182, 183 

Toilet 

¢ mechanical aid for getting on and off, 
medical expense, Reg. 5700(g) 

Tools 

¢ portable, for rental 


*¢ capital cost allowance, Reg.:Sch. II:Cl. 
10(b), Sch. IL:Cl. 29, Sch. If:Cl. 40 


¢ small, capital cost allowance, Reg. Sch. II:Cl. 
12(h) 

Top-up disability payment 

¢ defined, 6(17) 

* not taxable as employee benefit, 6(18) 

* reimbursement to employer, 8(1)(n.1) 

Total assets (of financial institution) 

¢ defined, 181(2), 190(1.1), Reg. 8602 

Total charitable gifts 

¢ credit for, 118.1(1)“total gifts’(a), 118.1(3) 

¢ defined, 118.1(1) 

Total Crown gifts 

¢ credit for, 118.1(1)“total gifts’(b), 118.1(3) 

¢ defined, 118.1(1) 

Total cultural gifts 

¢ credit for, 118.1(1)“total gifts’(c), 118.1(3) 

¢ defined, 118.1(1) 

“Total depreciation” defined, 13(21) 

Total ecological gifts 

¢ credit for, 118.1(1)“total gifts’(d), 118.1(3) 

¢ defined, 118.1(1) 

Total pension adjustment reversal, see also 

Pension adjustment reversal 

¢ defined, 248(1), Reg. 8304.1 

Total reserve liabilities (of financial 

institution) 

¢ defined, 181(2), 190(1.1), Reg. 8600 

Total return (from fixed payment obligation) 

* defined, Reg. 9100 

Totally and permanently disabled 

¢ defined, Reg. 8500(1) 

Townsite costs 


* capital cost allowance, Reg. 1102(18) [to be 
repealed], Reg. Sch. II:Cl. 10(1) 


¢ deemed capital cost, 13(7.5)(a), Reg. 
1102(14.2) 

Tractor 

* capital cost allowance, Reg. Sch. II:Cl. 10(a), 
Sch. I:Cl. 16(g) 

Trade, adventure in, see Adventure in the 

nature of trade 

Trade, board of, see Board of trade 

Trade-in 

¢ allocation of consideration, 13(33) 
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Trade mark, representation a 13(12), 
20(1 (cc), 20(9) 


Trade union, see Union 

Trader, sce Dealer (or trader) 

Trailers 

* capital cost allowance, Reg. Sch. Cl. 10(e) 

** rail suspension device for, Reg. Sch. IhCl. 
35(b) 

Train, see Railway 

Tramway or trolley bus system 

* capital cost allowance, Reg. Sch. I:Cl. 4 

* defined, Reg. 1104(2) 

Transaction 

* defined 

** general anti-avoidance rule, 245(1) 


** information return re non-resident 
transactions, 233.1(1) 

** transfer pricing rules, 247(1) 

Transactions 

* series of, defined, 248(10)) : 

* with non-resident 

** extended reassessment period, 
152(4)(b) Gi) 

** reporting requirement, 233.1 

Transfer of business, sce Sale: business 

Transfer of forgiven amount (debt forgiveness 

rules), 80,04 

Transfer of instalment payments, 221.2 

Transfer of losses, 

losses 

* deemed proceeds of disposition, 69(11) 


see also Suspension of 


Transfer of property, see also Rollover 

* affiliated person, to, see Affiliated person 

* attribution rules, see Attribution rules 

* child, to 

** gain or loss deemed to be transferor’s, 
75.1 

* controlled corporation, to 

** capital loss dented, 40(3.3), 

* corporation, to 

** by partnership, 85(2) 

sete partnership wound up, 85(3) 

** — by shareholder, 85(1) 

eee eligible property, 85(1.1) 

** to reduce income, 74.4(2) 

ees outstanding amount, 74.4(3) 

** where benefit not granted to designated 
person, 74.4(4) 

* deferred profit sharing plan 

e* from, 147(19) 

* family farm corporation or partnership, 

70(9,2) 

** inter vivos, 73(4) 

** spouse trust, from, to children, 70(9.3) 

* farm property, of, 73(3) 

** to child, on death, 70(9) 

** to parents, on death of child, 70(9.6) 


(3.4) 


* inter vivos, to spouse or trust, 73 
* . prescribed provincial laws, Reg. Part LXV 


minor, to, 74.1(2), 74.5(1), (6)— (ED; 7T5(1) 
[repealed] 


** repayment of, 74.1(3) 

* partnership, to, 97 

* registered education savings plans, between,’ 
146.1(2)(g.2), (1.2), 146.1(6.1) 

* registered pension plan, between benefit 
provisions, 147. 3(14, 1) 


* registered pension plan, from, 147.3 


* registered pension plan to annuity contract, 
147.4 


* registered retirement income fund, from, 
146.3(14) fn 


* registered retirement savings plan, see 
Registered retirement savings plan: transfers 


* retirement compensation se gy § to 
second RCA, 207.6(7). . 


* spouse, to, 74.1(1), 74.5 

e* death of taxpayer, ony 70(6) 

e*¢ deemed proceeds of disposition, WS 
*¢ gain or loss, 74.2 

**¢ repayment of, 74.1(3) 

* trust, to, 74.3, 74.5(9), (10), 75(3)° 

¢ death of taxpayer, on, 70(6) 

** income imputed to transferor, 75(2) 
unregistered pension plan, from, 60(j), 
147.1(3)(a) 

Transfer payments | 

* tax, to provinces, 154 

Transfer price 

¢ defined, 247(1) 

Transfer pricing (re non-residents) 


* advance pricing agreements, Canada—U.S. 
Tax Convention Art. XX VI 


¢ anti-avoidance rules, 247, Canada—U.S. Tax 
Convention Art. [X 

¢ bona fides test, 247(2)(b)(i1) 

* capital adjustment, see Transfer pricing 
capital adjustment 

* capital setoff adjustment, see Transfer pricing: 
capital setoff adjustment 

* contemporaneous documentation, 247(4) 


* income adjustment, see Transfer iti 
income adjustment 


* income setoff adjustment, see Transfer 
pricing income setoff adjustment 


* loan to subsidiary excluded, 247(7) 
* penalty, 247(3), (11). ' 
* Revenue Canada discretion to apply, 247(10) 


* royalties, Canada—U.S. TaxConvention Art. 
XIL:7 


¢ rules based on OECD guidelines effective 
1998, 247 

Transfer pricing capital adjustment 

¢ defined, 247(1) 

* penalty, 247(3)(a)(i)(B) 
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Transfer pricing capital setoff adjustment 

¢ defined, 247(1) 

¢ reduces transfer pricing penalty, 247(3)(a)(iii) 

Transfer pricing income adjustment 

¢ defined, 247(1) 

* penalty, 247(3)(a)(1)(B) 

Transfer pricing income setoff adjustment 

e defined, 247(1) 

* reduces transfer pricing penalty, 247(3)(a)(iii) 

Transfer time 

¢ defined, 132.2(2)“qualifying exchange” 

Transferee corporation 

e defined, 55(1)‘“distribution”, 55(3.2)(h) 

Transition amount (re specified debt 

obligation) 

¢ application on disposition of specified debt 
obligation, 142.4(6)(c)C@), 142.4(7)A 

e defined, 142.4(1), Reg. 9201 

Transition deduction 

e insurer 

ee defined, Reg. 8101(1) 

¢ mark-to-market property 

e¢ defined, Reg. 8103(1) 

Transition loss (mark-to-market property) 

¢ defined, Reg. 8105(1) 

Transitional assistance under Canada-US. 

auto pact, income, 56(1)(a)(v) 

Transitional rules, see also Grandfathering 

e 1972 reform, ITAR 7-68 

¢ mark-to-market properties, 112(5.6), 142.2(5), 
142.5(4)-(9) 

* R.S.C. 1985 (Sth Supp.), ITAR 69-79 

° specified debt obligations, 142.6(4) 


Transmission equipment 

¢ defined (re energy conservation CCA), Reg. 
1104(13) 

Transplants, organ or bone marrow 

* medical expense, 118.2(2)(1.1) 


Transport employee 

* away-from-home expenses, deduction, 8(1)(g) 

Transportation, see also International shipping 

¢ delivered after the end of the year, reserve, 
20(6) 

* passengers or property, Canada—U.S. Tax 
Convention Art. VIII:3, 4 

Transportation equipment, qualified 

¢ defined, 127(9) 

* prescribed, Reg. 4601 

Transportation expenses 

¢ allowance for, not income, 6(6)(b) 

* as medical expenses, 118.2(2)(g) 

** deemed payment of, 118.2(4) 

Transportation losses, see Fuel tax rebate 


Travelling expenses 
¢ allowance for, when not income, 6(1)(b) 


¢ employee’s, deduction for, 8(1)(h), (h.1) 

** certificate of employer, 8(10) 

ee limitation, 8(4) 

¢ food and entertainment on train, plane or bus, 
67.1(4)(a) 

* medical expense, as, 118.2(2)(h) 

¢ northern Canada, residents of, 110.7(1) 

* part-time employee’s, excluded from income, 
81(3.1) 

* salesperson’s, deduction for, 8(1)(f) 

*¢ certificate of employer, 8(10) 

ee limitation, 8(4) 

* transport employee’s, 8(1)(g) 

Treasurer, see Officer: corporation, of 

Treasury bill 

* yield at maturity treated as interest, 16(3) 

Treasury Board 

¢ defined, 248(1) 

Treaty, see Tax treaty 

Treaty co-production (re Canadian film/video 

credit) 

¢ defined, Reg. 1106(1) 

Treaty shopping, Canada—U.S. Tax Convention 

Art. XXIX A 

Trestle 


* capital cost allowance, Reg. 1100(1)(zb), 
Ree. Sch. Clas 


* separate classes, Reg. 1101(5f) 

Triangular amalgamation, 87(9) 

Trolley bus system, Reg. Sch. II:Cl. 4 

Truck 

* capital cost allowance, Reg. Sch. II:Cl. 10(a), 
Sch. II:Cl. 16(g) 

Truck driver 

¢ away-from-home expenses, deduction, 8(1)(g) 

Truck operators 


* income from cross-border trucking, 
Canada—U.S. Tax Convention Art. VIII:4 


* income of, earned in a province, Reg. 2604 

¢ income of corporation in a province, Reg. 
409 

Truss, as medical expense, |18.2(2)(1) 


Trust (or estate), 104—108 

¢ 21-year deemed disposition rule, 104(4), (5), 
(5.3)-(5.8) 

** payment of tax in instalments, 159(6.1) 

* accumulating income of 


e* deduction for amounts included in 
preferred beneficiary's income, 104(12) 


ee defined, 108(1) 
¢e election to include in preferred 
beneficiary's income, 104(14), Reg. 2800 


¢ allocation of capital and income to different 
beneficiaries, 104(7.1), (7.2) 
¢ amateur athlete, for, see Amateur athlete trust 


¢ amount deemed not paid to beneficiary, 
104(13.1), (13.2) 
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Trust (or estate) (cont’d) 
* amount deemed payable to beneficiaries, 
104(29) 
amount payable in taxation year, 104(24) 
annuity contract, interest in, 12.2 
balance-due day of, 248(1)“balance-due 
day’’(a) 
bare, see Bare trust 
“beneficially interested” in, meaning of, 
248(25) 
beneficiary of, see Beneficiary: trust 
benefits from, income, 12(1)(m), 105 
business investment loss, deduction from, 
39(10) 
capital cost allowance, determination or 
designation of, 104(16) [repealed] 
capital gains of 
allocated to beneficiary, 104(21)-(21.2) 
net taxable, 104(21.3) 
capital interest in 
acquisition of 


of, 107(6) 
additions to, 53(1)(d.1) 
adjusted cost base, 94(5) 

computation of, 53(1)(d.1) 

deductions from, 53(2)(b.1), 53(2)(h) 
cost amount of, 108(1) 
cost of, 107(1.1) 
defined, 108(1) 
disposition of, 107(1) 
distribution in satisfaction of, 107(2)-(5), 
ITAR 36 
commercial, see personal (below); Unit trust 


created by will of taxpayer, meaning of, 
248(9.1) 


cumulative Canadian exploration expense 


reduced by investment tax credit, 
127023) 
customer/client compensation, for, exempt, 
149(1)(w) 
death benefits, flow-through to beneficiary, 
104(28) 
deduction in computing income, 104(6), 
108(5) 
deemed disposition of property, 104(4) 
deemed proceeds and cost, 104(5) 
deferred income plans, 207.1 
foreign property acquisition, ITAR 65 
tax re foreign property, 205 
tax re property held by, 207.1 
return, and payment of tax, 207.2 
deferred profit sharing plan, under, 147(7) 
exempt, 149(1)(s) 
tax re foreign property, 205-207 
defined 
for registered education plans, 146.1(1) 
for specific trust rules, 108(1) 
generally, 104(1), 248(1) 


reduction of loss on property disposed , 


ee 
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in Quebec, 248(3) 
definitions, 108 
designated beneficiary, defined, 210 
designated contributor, defined, 104(5.6), 
(5.7)(c) 
designated income, tax on, 210—210.3 
deemed paid by beneficiary, 210.2(3) 
designated income, defined, 210.2(2) 
designations re partnerships, 210.2(4) 
returns, 210.2(5) 
tax payable, 210.2(1) 
trustee’s liability, 210.2(6) 
trusts excepted, 210.1 
where no designated beneficiaries, 210.3 
designation of foreign income to 
beneficiaries, 104(22)—(22.4) 
disposition of interest in, 106, 107 
disposition of property to, capital loss nil, 
40(2)(g)(Gv) 
distribution of property by, in satisfaction of 
capital interest, 107(2)-(5) 
in settlement of debt, 107(4) 
non-resident beneficiary, to, 107(5) 
dividend received by, allocation to 
beneficiary, 104(19), (20) 
election by, see Election(s): trust 
eligible capital property, distribution to 
beneficiary, 107(2)(f) 
eligible taxable capital gains, defined, 108(1) 
employee, see Employee trust 
employees’ charity 
receipts, Reg. 3502 
employees profit sharing plan, under, 144(2) 
exempt, 149(1)(p) 
environmental, see Qualifying environmental 
trust 
excluded property of, defined, 108(1)“eligible 
real property gain” 
exclusions for purposes of certain sections, 
108(1)“trust” 
exempt beneficiary, defined, 104(5.4) 
immigration, five year non-taxability, 
94(1)(b)G)(A)CID 
financial institution, 142.2(1)“financial 
institution’’(b) 
foreign, see non-resident (below) 
foreign immigration, five-year exemption, 
94(1)(b)G)(A) CID 
foreign property holdings, tax on 
exemption for certain master trusts, 
206(2.1) 
foreign tax credit for beneficiaries, 
104(22)-(22.4) 
immigration, five year non-taxability, 
94(1)(b)G)(A) CID 
income from farming or fishing, 119(7) 
income interest in 
cost of ,106(1.1) 
deduction for, 106(1) 
defined, 108(1) 


Trust (or estate) (cont’d) 

ee disposition of, 106(2) 

proceeds, 106(3) 

*¢ personal trust, in, 108(1)“income interest” 
* “income” of, 108(3) 

e income of beneficiaries, 108(5) 


* income paid to non-resident, 212(1)(c), 
Zeki) 

** exemption, 212(9), (10) 

¢ income payable te beneficiary, deduction for, 
104(6) — 

ee¢ non-resident beneficiary, 104(7) 

¢ information return, Reg. 204 

¢ inter vivos 

*¢ deemed creation, re non-profit association, 

149(5) 

e defined, 108(1) 

*¢ personal tax credits not available, ce 1) 

ee tax payable by, 122 

e interest in, see also “beneficially interested” 
in (above) 

ee adjusted cost base 


coe additions to, 53(1)(d.1), (d.2), () 
cee spe from, 53(2)(b.1), (h), (i), (j), 
(q 


recomputation of, 53(4)— (6) 

¢ interest income of, 12(3) 

e investment tax credit, designation of, 127(7) 

¢ life insurance policy, interest in, 12.2 

¢ loss property held by 

ee reduction of loss on disposition by person 
acquiring capital interest, 107(6) 

* maintenance expenses, 105(2) 

* master, exempt from tax, 149(1)(0.4) 

* mine reclamation, see Qualifying 

environmental trust 

¢ minor, for, 104(18) 

ee transfer of property to, 74.3, 74.5(9), (10) 

¢ multiple 

ee¢ basic exemption re minimum tax, 
127353(2},, (3) 

** grouped together as one trust, 104(2) 

¢ mutual fund, see Mutual fund trust 

¢ non-resident 

** capital interest in cost base, deductions 
from, 53(2)(i) 

ee deduction from foreign accrual property 
income, 94(4) 

ee deduction in computing taxable income, 
94(3) 

e¢ deemed to be non-resident cor poration, 
where, 94(1)(d) 

e¢ discretionary, 94(1)(c) 

ee distribution from, disclosure, 233.5 

ee financial assistance to, 94(6) 

ee information return, 233.2, 233.5 

** reporting requirements, 233.2, 233.5 

¢* rights and obligations of beneficiaries, 

94(2) 


2893 


e transfer of property to, disclosure, 233.2 
e« rules, 94 
non-resident beneficiaries, 104(7) 
non-residents, for 
e deduction for dividend from non-resident- 
oe investment corporation, 104(10), 
* payments to, 212(1)(c) 
non-taxable dividends received by, 
designation re, 104(20) 
option to acquire units in, 49(1)(c) 
payment of duties and taxes, non- 
disqualification,, 108(4) 
pension benefits, flow-through of, 104(27) 
pension fund or plan 
* exemption, 149(1)(0) 
personal 
¢ allocation of capital and income to 
different beneficiaries, 104(7.1) 
* capital interest in, defined, 108(1)“capital 
interest’’(a) 
¢ disposition of capital interest in, 107(1)(a) 


¢ distribution of property to beneficiary, 
107(2), (4.1) 


e income interest in, defined, 108(1) 
personal-use property of, 46(4) 
pooled fund, see Pooled fund trust 
preferred beneficiary 

¢ defined, 108(1) 

e income of, 104(14), (15) 
prescribed, Reg. 4800.1 

* capital interest in, defined, 108(1)“capital 

interest’’(a) 

* distribution of property to beneficiary, 

107(2), (4.1) 
¢ flow-through entity for capital gains 
exemption, 39.1(1) 
principal residence 

* disposed of to taxpayer, 40(7) 

¢ distribution by spouse trust, 107(2.01) 
property transferred to 

¢ income imputed to transferor, 75(2) 

e income not imputed to transferor, 75(3) 
proportional holdings in property of, 259 
purchase of shares of corporation, for, loan 
to, 15(2.5) 

“qualified” defined, 259(3) 
qualified investments, see Qualified 
investment 


qualifying environmental, see Qualifying 
environmental trust 


reference to trustee, executor etc., 104(1) 


registered education. savings plan, under, 
146. 1(1)“trust” 146.1(5) 


e deemed inter vivos, 146.1(11) 
¢ exempt, 149(1)(u) 
registered investment, 204.4—204.7 


registered pension plan, tax re foreign 
property, 205-207 
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Trust (or estate) (cont’d) 
* registered retirement income fund, wh asiaci 


149(1)(x) i= > 
* registered retirement savings plan under, 

146(4) suath ° 
** exempt, 149(1)(r) . 
** tax re foreign property, 205— 207 ° 
* registered supplementary unemployment 

benefit plan, exempt, 149(1)(q) ° 
* related segregated fund, Reg. 6100 . 
* resource property > 
e* rules, 104(5.2) 

* retirement compensation arrangement, see ° 

Retirement compensation arrangement . 


* return to be filed, 150(1)(c) 
* right of use or habitation (Quebec) Tease to 


be, 248(3) ° 
* scientific research tax credit, 127.3(3) es, 'S 
* segregated fund, Reg. 6100 ° 
* settlor, defined, 108(1) ° 
* small business investment, Reg. 5103 ° 


+ spouse, for, 70(6)(a), 73C) )(c), 104(4)(a) 

** deduction from taxable income of, 
110.6(12) 

** deemed disposition, 104(4) 

** distribution by, in satisfaction of capital 


taxable dividends received by 
¢ designation re, 104(19) ib 
*. <payaels to non-resident NB 7: 
2(1)(a)(i.1) . 
taxed as individual, 104(2).. 
testamentary, 108(1) 


¢ deferred profit sharing plan benefits 
received by, 104(27.1) 


¢ instalments, 104(23)(e): > .. 
* rules applicable, 104(23), (28)... 


* superannuation or pension benefits» 
received by, 104(27), . 
¢ taxation year of, 104(23)(a), (b) 
RO, to, for minor or spouse, 74.5(9), 
) 
trustee of, see Trustee 
unit, see Unit trust 
usufruct (Quebec) deemed 1 to th 248(3) 
vacation pay, exempt, 149(1)(y) 
voting, Reg. 4800.1(c¢) . 
where deemed not at arm’s length, 206(4): 


Trust and loan corporations — 


taxable income caress in.a province, Reg. 
405, | 


Trust company, see also Financial institution 


interest, 107(4) ¢ defined, for FAPI purposes, inet 
** double taxation relief, Canada—U.S. Tax Trust-purpose income 
Convention Art. XX VI:3(g) * defined, 104(29)(c) 
** family farm corporation transferred from, 3 
to children, 70(9.3) pe uy also Legal representative; Trust 
** farm property transferred from, to * deemed to be legal representative, 
children, 70(9.1) 248(1)“legal representative” 
** how created, 70(6.1) _ * in bankruptcy, see Bankruptcy: trustee in 
++ —indefeasible vesting of property in; 70(6) * information return; Reg. 204 
** not disqualified by certain payments, * liable for Part X tax, 198(3) 
108(4) 


** principal residence ; 
soe disposed of to, 40(4) 
see distribution by, 107(2.01) 


oe property of, 40(5) ~ A 

** property transferred to, inter vivos, 73(1) 2 

eee capital cost, and deemed allowance, i 
73(2) 


** reserves allowed to, for year of taxpayer’s 
death, 72(2) 

** special rules applicable, 70(7), (8) 

** transfer of property to, 74.3, 74.5(9), (10) 

** transfer or distribution to, on death of 
taxpayer, 70(6) 

** value of property acquired, 70(6), 73 

* status of, Reg. Part XLVHI 

* substitution (Quebec) deemed to be, 248(3) 


U REPT unemployment benefit plan, 
under, 145(2) 


* tax paid under Part XI1.2 
** credit for, included in beneficiary’s 


income, 104(31) ) ° 
*¢ deduction for, 104(30) * 
* tax re property held by, 207.1 ° 
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liable for Part XII.2 tax, 210. 2(6) 
obligations of, 159 

public, disposition of Canadian securities, 
39(5)(c) 

return required of, 150(3) 

° penalty for failure to file, 162(3) 
school board, expense allowance exempt, 
81(3) 
shares held by, for employee, 7(2) 
shares purchased by, for employees of 
corporation, 7(6) 
withholding tax, liability for, 153(1.3), (1.4), 
227(5), (5.1)(a) 


Tuition fees 


credit for, 118.5 
ancillary fees, 118.5(3) 
commuter’s, 118,5(1)(c) 
deemed residents, 118.5(2) 
* in Canada, 118.5(1)(a) 
¢ outside Canada, 118.5(1)(b) 


* unused 
ee transfer to spouse, 118. 8. 
oe transfer to supporting person, 118.9 
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Tunnel, capital cost allowance, Bees Sch. If:Cl. 
19) 


Twenty-one years 


e deemed realization of trust oe 104(4), (5), 


(5.3)-(5.8) 


Two-year .rolling start rule, ssc, property 
available for use, 13(27)(b), 13(28)(c), 13(29) 


~U 
UCC, see Undepreciated capital cost 
UL, see Unemployment insurance 
U.S., see United States 
Uncle, see also Niece/nephew 
e defined, 252(2)(f) 
e dependent, 118(6)(b) 
Undepreciated capital cost, see 2 also Capital 
cost; Depreciable property 


e defined, 13(21)' 


¢ exceeding fair market value at time of 
transfer, 13(21.2), 20(16) 


¢ reduction on debt forgiveness, 80(5)(b) 
¢ transferred property, 13(5) 


Underlying foreign tax (of foreign affiliate) 

* defined, Reg. 5907(1) 
Underlying foreign” tax applicable (of foreign 
affiliate) *- 

e defined, Reg. 5907(1) 


Undertaking future obligations 
e deduction for, 20(24) 


Undue hardship 
e reduction in source withholdings, 153(1. 1) 


Unearned commissions, reserve for, 32 


Unemployment insurance, see ine logue 
insurance 


Unenforceable debt, see Statute-barred Ae 
deemed settled 


Ungulates, grazing, 80.3(1)“breeding animals” 
Uniforms, capital cost allowance, Reg. Sch. 
ICT TZ 


Unincorporated association or pisamiciction! 

see Non-profit organization 

Union 

« election by, re foreign pension plan, Reg. 
6804(3) 

© exemption, 149(1)(k) 

¢ locals and branches deemed to be one 
employer for pension purposes, 252.1 

e membership dues’ 

ee deduction for, 8(1)(@)(iv), (Vv) 

ee where not deductible; 8(5) 

* strike pay taxed or exempt? no legislative 
reference 

* venture capital, see Labour-sponsored: venture 
capital corporation (LSVCC) 

Unit trust, see also Mutual fund trust» 

* adjusted-cost base of unit, 53(1)(d:1), 
53(2)(h), G) 


* annuity contract, interest in, 12.2 

¢ “block of units’ defined, Reg. 4803()) 

¢ defined, 108(2), 248(1) 

¢ excluded from various trust rules, 
108(1)“‘trust’(f) 

* expenses of issuing or selling, 20(1)(2) 

¢ life insurance policy, interest in; 12.2 

¢ non-resident 

¢ adjusted cost base of unit, 53(2)() 

¢ right to receive from, cost of, 52(6) 

United Kingdom, | see also Foreign government 

e defined, Interpretation Act :35(1) 

* stock exchange recognized, Reg. 3201(n) 

¢ Tax Convention, see Table of Contents 

* war pension exempt, 81(1)(e) 

United Mexican States, see Mexico 


United Nations and its agencies ) 

* employment income from 

ee deduction, 110(1)()Git) 

° gifts to ; 

e* by corporation, 110.1(1)(a)(v) 

ee by individual, 118.1(1)“total charitable 
gifts’’(e) . 

United States, 

Non-resident 


e artiste or athlete, Canada—U. S. Tax 
Convention Art. XVI 


¢ collection of Canadian tax by IRS, 
'Canada—U.S. Tax Convention Art. XXVI A 


* commuter to, see Commuter to United States 
© defined, 19(5), Interpretation Act 8. 35(1) 


for treaty purposes, Canada—U.S. Tax 
Convention, Art. II:1(b) 


¢ dividends, Canada—U.S. Tax Convention Art. 
> 


see also Foreign government: 


¢ donations to charities in, Canada-U.S. Tax 
Convention Art. XX1:6; 118.1) 


¢ estate taxes, Canada—U.S. Tax Convention... 
Art. XXIX B 


¢ franchise payment to resident of, 
Canada—U.S. Tax Convention Art. XII: 3(c) 


* gambling losses in, Canada—U.S. Tax 
Convention Art. XXII:3 


* government, employees of, Canada-US. ‘Tax 
Convention Art. XIX, XXVIII 


¢ green card holder, Canada—U.S. Tax 
Convention Art. [V:1 


* income from source in, received rie non- 
resident 


e+ information return, Reg. 203 

¢ Individual Retirement Account, see Foreign 
retirement arrangement 

* interest, Canada—U.S. Tax Convention Art. X 

* Internal Revenue Service, see Internal 
Revenue Service (U.S.) 

¢ limitation on treaty benefits, Canada—U:S. 
Tax Convention Art. XXIX A 


¢ limited liability company, treated as foreign 
affiliate, Reg. 5907(11.2)(b) 
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ea States (cont’d) 
Nature Conservancy, prescribed donee, Reg. 
3504 

° newspaper or periodical printed in, 19(1)(b) 

* pensions, Canada—U.S. Tax Convention Art. 
XVII 


¢ RRSP deferral, Canada-U.S. Tax Convention 
Art. XVIII:7 


¢ Railroad Retirement Act Tier | benefits, 
Canada—U.S. Tax Convention Art. XVIII:5 


e Real Estate Investment Trust, Canada—U:S. 
Tax Convention Art. X:7(c) 


¢ Real Estate Mortgage Investment Conduit, 
Canada—U.S. Tax Convention Art. XI:9 


* real property interest, Canada—U.S. Tax 
Convention Art. XVIII:3 


¢ Regulated Investment Company, Canada-U. S. 
Tax Convention Art. X:7(b) 


* royalties paid to resident of, Canada—U.S: 
Tax Convention Art. XII 


¢ §S corporation, Canada—U.S. Tax Convention 
Art. XXIX:5 (Protocol) 


* social security benefits, Canada—U.S. Tax 
Convention Art. X VIII:5 


* social security taxes, Canada—U.S. Tax 
Convention Art. XXIV:2(a)(i1) 


credit against Canadian tax, 122.7 

e state income tax, 126(5), (7) 

° stock exchanges recognized, Reg. 3201(0) 

¢ Tax Convention, see Table of Contents 

* university, gift to, Reg. 3503; Schedule VIII, 
Canada—U.S. Tax Convention Art. XXI:6 

United States social security benefits 

¢ defined, 122.7(1) 

Unitized oil or gas field in Canada 

¢ Canadian oil and gas property expense, 
66(12.5) 

¢ exploration and development expenses, 
66(12.2), (12.3) 

University 

e fees, see Tuition fees 


* outside Canada, prescribed, Reg. 3503, Reg. 
Sch. VIII 


ee gifts to deductible, 118.1(1) 
¢ U.S., see United States: university 
Unmarried, defined, 252(4)(d) 


Unpaid amount 

¢ general rules, 78 

¢ investment tax credit limitation, 127(26) 

¢ tax shelter investment, 143.2(1)“limited- 
recourse amount’, 143.2(6) 


Unpaid claims reserve, see Insurance 
corporation: unpaid claims reserve adjustment 


Unrealized proceeds of disposition, 
40(1)(a)(ii1) 

Unreasonable amount 

* expense, no deduction for, 67 

*¢ paid by non-resident, 247 

ee paid to non-resident, 247 


Unrecognized loss (re debt forgiveness rules) 
¢ defined, 80(1) 
¢ use of to limit income inclusion, 
80(13)D(a)() 
Unrelated group, defined, 251(4) 
Unused foreign tax credit, see Foreign tax 
credit: unused 
Unused Part 1.3 tax credit 
¢ defined, 125.3(4) 
Unused Part VI tax credit 
¢ defined, 125.2(3) 
Unused portion of a beneficiary’s exempt 
capital gains balance 
e defined, 144(1) 
Vnuset RRSP deduction room 
defined, 146(1), 248(1) 


e effect on excess RRSP contributions, 
204.2(1.1)(b)A 


¢ effect on RRSP deduction limit, 
146(1)“RRSP deduction limit’A 
Unused surtax credit 
¢ defined,. 125.3(4), 181.1(7), 190.1(6) 
¢ reduces Part I.3 tax, 181.1(4) 
¢ reduces Part VI tax, 190.1(6) 
nused tuition and education tax credits 
defined, 118.61(1) 
Jse, right of (Quebec) 
deemed to be trust, 248(3) 
se of property, see Production or use 
sufruct (Quebec) 
deemed to be trust, 248(3) 
tensils, see Kitchen utensils 
tilities 
service connection, deduction, 20(1)(ee) 


V 
V-day, see Valuation day 
Vacant land 
e limitation on deductions, 18(2)—(3.7) 
Vacation pay trust 
* exemption, 149(1)(y) 
Valuation costs 
¢ added to cost base of property, 53(1)(n) 
Valuation. day 
e¢ defined, ITAR 24 


¢ fair market value on, election by individual 
to use, Reg. 4700 


¢ proclamation, ITAR 25 

¢ property held since before, 

** capital property, ITAR 26(3) 

e¢ depreciable property, ITAR. 20(1) 

¢ publicly-traded shares and securities on, Reg. 
Sch. VI 


Valuation of inventory, see Inventory: 
valuation of 


*< SS 
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Value, see also Fair market value 

* defined, for insurers regulations, Reg. 
2400(1) [draft], Reg. 2405(3) [to be repealed] 

Value-added tax, see Goods and services tax 


Van 

¢ wheelchair access, medical expense credit, 
118.2(2)C.7) 

Vancouver 

e international banking centre, 33.1(3) 

Variation of trust, effect of, 108(6) 

Vats, capital cost allowance, Reg. Sch. I:Cl. 8 

Vehicle, see also Automobile; Motor vehicle; 

Passenger vehicle 


¢ device to permit person with mobility 
impairment to drive 


ee medical expense, Reg. 5700(n) 
Venture capital corporation, prescribed, see 


also Labour-sponsored venture capital 
corporation (LS VCC) 


* assistance, Reg. Part LXVI 

e defined, Reg. 6700 

¢ disposition of shares of 

ee capital loss, 40(2)(4) 

¢ exempt from Part IV tax, 186.2 

¢ in definition of Canadian-controlled private 
corporation, 125(7) 

¢ Jabour-sponsored, defined, Reg. 6701 

¢ may control private corporation, 89(1)“private 
corporation” . 

¢ prescribed assistance, Reg. 6702 

¢ shares of 

ee rescribed assistance, deduction from cost 

base, 53(2)(k)(i)(C) 

Vertical amalgamation 

* carryback of losses, 87(2.11) 

¢ deemed cost of capital properties, 87(1 1)(b) 

¢ deemed proceeds from subsidiary’s shares, 
87(11)(a) 

Vertical (short-form) amalgamation, see also 

Amalgamation 

* carryback of losses, 87(2.11) 


Vessel 

* capital cost allowance, Reg. 1100(1)(v), Reg. 
Sch Cin 

** separate classes, Reg. 1101(2)-(2b) 

* certified 

** capital cost allowance, Reg. 1100(1)(v) 

* conversion cost deemed separate class, 
13(14), (17) 

¢ defined, 13(21) 

* deposit under Canadian Vessel Construction 
Assistance Act 

** disposition of, 13(19), (20) 

¢ disposition of, 13(15) 

ee election, 13(16) 

* fishing, additional capital cost allowance, 
Reg. 1100(1)() 


* quadrennial survey, reserve for, 20(1)(0), 
Reg. 3600 


* reassessment in certain cases, 13(18) 


¢ transfer of, under, Canadian Vessel 
Construction Assistance Act 


** recapture of depreciation, 13(13) 

“Vested indefeasibly” 

* meaning of, 248(9.2) 

Veterans’ pensions 

* exempt, 81(1)(d), (e) 

Veterinarian, see Professional practice 

VIA Rail, see also Railway 

* subject to tax, 27(2), Reg. 7100 

Vibratory signalling device for the hearing- 

impaired 

¢ medical expense credit, Reg. 5700(q.1) 

Victims of crime 

* compensation payments exempt, 81(1)(q), 
Reg. 6501 

Video games 

* capital cost allowance, Reg. Sch. ICI. 16(f) 

Video laser-disk 

* rental, capital cost allowance, Reg. Sch. II:Cl. 
12(r) 

°* excluded from half-year rule, Reg. 

1100(2)(a)(ii1) 

Video tapes 

* film or video production services credit, 
1255 

Viscosity 

¢ hydrocarbons, determination of, Reg. 1107 

Visitor to Canada 

* 183 days, deemed resident, 250(1)(a) 

Visual signalling device for the hearing- 

impaired 

¢ medical expense credit, Reg. 5700(q.1) 

Vitamin B12, as medical expense, 118.2(2)(k) 

Volunteer business exemption 

¢ charities, 149.1(1)“related business” 

Volunteer firemen, allowance not income, 

6(1)(b) (viii) 

Voting trust, Reg. 4800.1(c) 


* flow-through entity for capital gains 
exemption, 39.1(1) 


W 


WIS, see Working Income Supplement 


Wage measure 
¢ defined, 147.101) 
* used in calculating “average wage”, 147.1(1) 


Wagering losses, Canada—U.S. Tax Convention 
Art. XXIL:3 


Wages, see Salary 


Wagon, capital cost allowance, Reg. Sch. TECH 
10(d) 
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Waiver 

* conditions for pension plans, by Minister, 
147.1(18)(a), (k) 

* penalty or interest, of, by Minister, 220(3.1) 

* reassessment period, of, by taxpayer, 
152(4)(a)(1), 152(4.1), (5) 

* requirement to file form or document, of, by 
Minister, 220(2.1) 


* retention of document or thing seized, by 
Minister, 231.3(6) 


¢ right to appeal. binding, 169(2.2) 

¢ right to object, binding, 165(1.2), 169(2.2) 

¢ solicitor-client privilege, of, by client, 
232(14) 

¢ tax on overcontribution to deferred income 
plan, by Minister, 204.1(4) 

* tax on overcontribution to RESP, 204.91(2) 

Walking aids 

¢ medical expense, Reg. 5700() 

War savings certificate, income exempt, 

81(1)(b) 

War service 

* pension payments for, exempt, 81(1)(d), (e) 

War Veterans Allowance Act 

* pension under, exempt, 81(1)(d) 

Warehousing of flow-through expenses, 66(19) 

Warrant, see Option; Search warrant 

Warranty 

¢ disposition of property subject to, 42 

* outlays, pursuant to 

*¢ on amalgamation, 87(2)(n) 

¢ reserve for, not allowed, 20(7) 

Water distributing equipment 

* capital cost allowance, Reg. Sch. I:Cl. 1(0), 
Sch. T:€],..2¢e) 

Water purifier 

¢ medical expense credit for, Reg. hie 1) 

Water system for mine 

* capital cost allowance, Reg. Sch. I:Cl. 10d) 

Wearing apparel for rental 

* capital cost allowance, Reg. Sch. I:Cl. 12(k) 

Webb case (1974) overruled, 64.1 

Weighted Canadian liabilities 

e defined, insurers, Reg. 2400(1) 

Weighted total liabilities 

¢ defined, insurers, Reg. 2400(1) 

Wel Holdings case overruled, 244(13.1) 

[repealed] 

Welfare, see Social assistance payment 

Western Grain Stabilization Act 

¢ fees paid, deductible, 20(1)(ff) 

* payment received under, income, 12(1)(p) 


Wharf, capital cost allowance, Reg. Sch. I:Cl. 
3,,9ch. I-Cl.6 


¢ for mine, Reg. Sch. II:Cl. 10(1) 


Wheelchair 

¢ medical expense, 118.2(2)(1) 

* power-operated lift for, Reg. 5700(m) 

* ramp for 

ee deduction, 20(1)(qq) 

e« medical expense credit, 118.2(2)(.2) 

e van for use with, medical expense credit, 
118.2(2)(1.7) 

Whole dividend (of foreign affiliate) 

e defined, Reg. 5907(1) 

Wholly-owned corporation, see also 

Subsidiary: wholly-owned corporation 

° defined, for corporate rollover rules, 85(1.3) 


Wife, see Spouse 

Wig, medical expense, Reg. 5700(a) 

Will 

¢ gifts by deemed made in year of death, 
118.16) 


ee publicly traded securities, reduced capital 
gain, 38(a.1)(11) 

¢ transfer, release or surrender under, 248(8) 

* trust created by, 248(9.1) 


Wind energy conversion system 

* capital cost allowance, Reg. Sch. I:Cl. 34 

Winding-up, see also Ceasing to carry on 

business 

* acquisition of control because of death, 
88(1)(d.3) 

* appropriation of property on, 69(5), 84(2) 

* assets acquired from foreign affiliate on, 
80.1(6) 

¢ Canadian corporation, rules, 88(2) 

* corporation beneficiary under life insurance 
policy, 89(2) 

¢ debt, settlement of, 80.01(4), (5) 

¢ debt forgiveness reserve disallowed, 61.4(c) 

¢ distribution on, 84(2), (6) 

¢ farming inventory, 88(1.6) 

¢ financial institution 

** continuing corporation for mark-to-market 

rules, 88(1)(h) 
ee deemed disposition of mark-to-market 
property, 88(1)(i) 

¢¢ into parent financial institution, 88(1)(a.3) 

¢ following debt forgiveness, deemed capital 
gain, 80.03(3)(a)(1) 

¢ foreign affiliate, 88(3), 95(2)(e), (e.1) 

* insurance corporation, Reg. 8101(3) 

e leasing properties, 16.1(4) 

° net capital losses of subsidiary, 88(1.2) 

¢ 90% or more owned subsidiary, of, 88(1) 

ee¢ limited partnership losses, 88(1.1) 

** net capital losses, 88(1.2) 

** non-capital losses, 88(1.1) 

*¢ parent corporation continuation of, 88(1.5) 


* non-capital losses, treatment by parent, 
111(5.4) 
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Winding-up (cont'd) : 
* parent incorporated after subsidiary’s year- 


end). ° 

ee computation of income and tax payable,.. ° 
88(1.3) 

* partnership, see Partnership: ceasing to exist” 
¢ pre-1972 capital surplus on hand, 

88(2!1)+(2.3)> ie a. 
e refundable feidend tax on hand, 87(2)(aa), 

88(1)(e.2) | 


* resource expenses, 66.7(6) 
* specified debt obligation, treatment of, 
88(1)(a.3), Reg. 9204(2) ) : 
¢ subsidiary, of 
** non-capital losses, treatment by parent, 
111(5.4) 
ee where an insurance corporation, 88(1)(g) 


Windmill, capital cost allowance, Reg. sah 
en © Is) 


Windup, see Winding-up 


Wipf case overruled, 143 iio} Bi Pe 
Withholding tax, 153(1), 212; 227, see also ° 
Remittance of taxes withheld |. e 
* agreement not to withhold, void, 227(12) ° 
e amount of, deemed received by payee, 153(3) 
¢ amounts deemed held in trust,.227(4), (4.1) ° 


* amounts in trust not part of estate, 227(5) ° 


* amounts not remitted, liability to pay, 

227(9.4) ° 
* annuity payment or commutation, 153(1)() 
e assessment for, 227(10), (10.1) ° 


e¢ definitions, 227(10.8) 


¢ binding on federal and provincial 
governments, 227(11) ° 


¢ commissions, 153(1)(g) 

e death benefit, 153(1)(d) 

¢ deferred profit sharing plan payment, 
153(1)(h) 

¢ directors liable for, 227.1 

¢ dividends received by broker/dealer, 153(4), 


(5) . 
¢ election for, 153(1)(n), 153(1.1) 
** to increase, 153(1.2), Reg. 109 ‘ 
¢ employees, 153(1)(a) . 
¢ employment earnings supplement, 153(1)(s) ° 
¢ employment insurance benefit, 153(1)(d.1) ° 
* failure to remit amounts withheld, penalty, ° 
227(9) 3 
*¢ interest payable, 227(9.2) 
** salary or wages, from, 227(9.5) ° 
* failure to withhold, 215(6), 227(8)-(10) ° 


ee interest on amounts, 227(8.3) 

ee retirement compensation arrangement, 
227(8.2) ° 

¢« salary or wages, from, 2285) 

e fees and commissions, 153(1)(g) 


* government assistance program, prescribed 
benefit, 153(1)(m) . 
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income-averaging annuity contract payment, 

153(1)(k) 

information return, Reg. 210 

interest on amounts not deducted. or sithheld. 
22.3) 

interference with remittances, 227(5.2)-(5.5) 

(draft) 


labour-sponsored funds ee disposition, 
211.8(2) 


labour-sponsored funds tax credit, 211.7(2) 


large employers, must remit through financial 
institution, 153(1), Reg. 110 , 


liability to pay amount not deducted or 
withheld, 227(8.4 


no action against withholder, 227(1) 
non-periodic payments, Reg. 103 


non-residents, 212, 215, Reg. 105, Part ‘VIII, 
see also Non- resident tax 


not required, where, Reg. 104. 

Old Age Security benefits, 180.2(3), (4) 
partnership, 212(13.1), 22715) 

patronage dividends, from, 135(3) 

payroll, 153(1 )(a) 

penalty, 227(8). 

pension benefit, 153(1)(b) 

reduction of, Reg. 809 

refund of, 227(6), (7) 

Pairk education savings plan, 153(1)(s), 
t 

registered retirement income fund payment, 
153(1)d) 

registered retirement savings plan payment, 
153(1)q) 

regulations, Reg. Part I 


remittance deadlines, source deductions, Reg. 
108 


remittances to Receiver General, 15301 Skee, 
108 


retirement compensation arrangement 
contribution, 153(1)(p) 


retirement compensation arrangement 
distribution, 153(1)(q) 

retirement compensation arrangement 
purchase price, 153(1)(r) 

retiring allowance, 153(1)(c) 

return required of employee, 227(2) 
salary, 153(1)(a) 

severance pay, 153(1)(c) 

superannuation benefit, 153( 1)(b) 
supplementary unemployment plan benefit, 
153(1)(e) 

termination pay, 153(1)(c) 

trustee etc., liability for, 153(1.3) [repealed], 
(1.4) [repealed], 227(5), (5.1) 

unclaimed dividends etc., 153(4), (5) 


U.S. resident, re personal services, 
Canada—U.S. Tax Convention Art. XVII 


undue hardship, 153(1.1) 
unemployment insurance benefit, 153(1)(d.1) 
wages, 153(1)(a) 
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Witness 

¢ rights of at inquiry, 231.4(5) 

Wood waste 

¢ defined, Reg. 1104(13) 

Woods assets, capital cost allowance, Reg. 

1100(1)(f), Reg. Sch. IV 

Work in progress of professional business 

¢ deemed to be inventory, 10(5)(a) 

* election to exclude from income, 34 

¢ valuation of, 10(4)(a) 

Work space in home 

¢ limitation on deductibility 

ee from business income, 18(12) 

ee from employment income, 8(13) 

Worker Adjustment Programs, see Older 

Worker Adjustment, Program for; Plant Workers 

Adjustment Program 

Workers’ compensation payment 

¢ deduction in computing taxable income, 
110(0,)(HGi) 

e inclusion in income, 56(1)(v) 

¢ information return, Reg. 232 

Working Income Supplement, 122.61(1)A(c)C 


Working Ventures Fund, see Labour-sponsored 
funds tax credit 


Writing 

¢ defined, Interpretation Act 35(1) 
X, Y,Z 

X-rays 


* cost of, as medical expense, 118.2(2)(0) 


Y2K , see Year 2000 computer hardware and 
software 


YMPE, see Year’s Maximum Pensionable 

Earnings 

Yacht 

* expense of, not deductible, 18(1)(1)G) 

¢ limitation on CCA claim where rented out, 
Reg. 1100(15)-(20) 

Year 2000 computer hardware and software 

° accelerated CCA, Reg. 1100(1)(zg), (zh) 

Year, see Calendar year; Taxation year 


Year-end 
¢ deemed, where control changes, 249(4) 
Year’s Maximum Pensionable Earnings 


¢ base for SR&ED proxy amount re salaries, 
Reg. 2900(7) 


e defined, Reg. 8500(1) 
Yukon Territory, see also Northern Canada 


¢ additional $0.04 reasonable kilometrage 
allowance, Reg. 7306(a)(i11) 


° tax rates, see introductory pages 


Zero, minimum amount for formula 
calculations, 257 


Zone 

* economic, see Exclusive economic zone 
¢ prescribed, see Northern Canada 

¢ tax-free, ITAR 26(3) 
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